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REPORT 
ON 

EMPIRE MONETARY AND FINANCIAL POLlCY. 

Efreots of Changea in the Price Lenl. 

1. The importance of the monetary factor in history is 
coming to be increasingly recognised. The suggestion of 
Alison and other historians that the decline and fall of the 
Roman Empire was largely due to' price changes consequent 
on the exhaustion of the Spanish silver mines and on the 
drain of the precious metal~ to the East may contain in it 
more than an element of fact. Certain it is that the 
immense increase in Europe's stock of currency, following 
upon the discovery of America, played no small part in the 
great economic and social advance of the Sixteenth and" 
Seventeeth centuries. No leS5 obvious was the effect of the 
Californian and Australian gold discoveries in contributing 
to the great trade expansion of the third quarter of the last 
century, while the demonetization of silver inaugurated the 
great depression from 1876-1896, relieved from that date by 
the opening up of the South Mrican gold field. 

2. The influence of the monetary factor is not merely 
economic but social and political. Price changes raise 
difficult issues af equity between different classes of the 
nation. They alter the relative power and status of 
nations. They give IP' intensity to other factors which but 
for them might have been. quiescent. Irish political 
nationalism might well have died out but for the great fall 
in agricultural prices in the seventies. The same cause 
to-day finds its outward and visible expression in Indian 
discontent. In the words of the Macmillan Committee 
(paragraph 204) :-

It Violent price changes (for what we have laid applies 
mutatis "..vtondi •. to rising as well as to falling prices) initiate 
social as well as economic disturbances Whlch leave no part of the 
national or international order unaflected. But we feel that the 
aignificance of what has been taking place in recent month. is not 
alway. fuUy grasped. A study of history would, we belleYf'. COD~ 
firm the opinion that it is in the changes in the level .f prlcca. .nd. 
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in the consequendal alteration in the position of d~btor!i and 
creditors, entrepreneurs and workers, peasants and the tax 
gatherer, that the main secret of social trouble is to be found. 
Looked at from this point of view the events of the hut decade are 
of the most extraordinary kind. A very violent depreciation of 
money was sufficient in the immediate post-war period to destroy 
over a large part of the continent of Europe all rational economic 
calculation and all orderly 50dal and economic development. 
This violent movement was followed in turn by a period of relative 
stability in which material well-being progressed markedly. This 
phase has now been followed by a violent down-tum of prices, the 
effects of which upon political and social stability have already 
been very great. The problems thus raised transcend in import_ 
ance any others of oue time and generation and we have regarded 
it as our main task to expound their significance and to bring 
forward suggestions for their solution." 

3. With the recognition of the importance of the 
monetary factor inevitably COlIles the recognition of the 
need for its control. 

II An era of conscious and deliberate management must 
succeed the era of undirected natural evolution." . . . 
.. The monetary system of this country must be a Managed 
System. It is not advisable, or indeed practicable, to regard 
our monetary system as an automatic system, grinding out 
the right result by the operation of natural forces aided by 
a few maxims of general application and some well-worn 
rules of thumb." (Macmillan Committee: para. 9 and 280.) 

Such management, aimed at counteracting the serious 
economic, social and political effects of price instability, 
may be a difficult and delicate, but should not he an impos
sible task. Even if the ideal solution might be attainable 
only by a degree of international co-operation which is not 
yet in sight, much can be done by a great and wealthy 
community like the United Kingdom, and still more by so 
immensely powerful a group of communities as the British 
Empire, to shelter its own citizens from the worst effects of 
world monetary fluctuations, and, indeed, to bring those 
fluctuations under some measure of control. -Nor need 
such a policy of national and Imperial monetary control 
interfere with the endeavour to improve international co
operation in this field. 

Causes of the World Depressinu. 
4. We agree with the conclusion of the :llacmillan 

Cnmrnittee that the present world economic crisis is primarily 
a monetary crisis. It has undoubtedly been accentuated by 
over .. production of certain primary commodities, such a~ 
wheat, sugar, coffee and rubber. But it is. difficult to see 
how over-production in particular commodities could have 
exercised so far-reaching and universal an effect upon the 
price of all primary product.. Nor can improvements in 

z 



agricultural methods and extensions of areas cultivated, 
factors which have been in more or less continuous opera
tion both before and since the war, account-as do the 
monetary factors---for the actual chronological course of 
recent price changes. As. for general over-production we 
are inclined to agree witb the dictum of Marshall that" the 
want of a proper 'standard of purchasing power is the chief 
cause of the survival of the monstrous fallacy that there can 
be too much produced of everything." 

p. The faU in wholesale prices is shown' in the follow
ing table:-

(Average 1913 = 100) 

" . , 
Cereals Other Min- Miscel- Com· 

Date. and Foods, Textiles. erals, laneous. plete 
Meat. Index. 

------r--------
Average 1924 .. , 159'9 169'9 210'6 145'2 131'5 159'3 

.. 1928 ,., 145'0 149'4 161'7 111'9 119'3 135'1 
,-.. 1929 .. ' 135'6 136'S 141'9 116'Z 11Z'7 '127"Z 

' .. 1930 .. , 113'4 lZ2'9 99'1 101'6 101'5 106'S 

End Feb., 1930 119'5 13Z'2 115'1 110'1 108'4 115'9 

.. Jan" 1931 94'3 110'S 75'8 91'S 90'4 91'3 

.. Feb,,1931 92'9 108'4 7S'O 93'S 90'S 91'6 

6. The fall in retail prices has been far less. Taking 
1924 as 100, the Ministry of Labour Cost of Living Index 
had only fallen to 85 in the first quarter of 1931 as against 
a fall to 64 in the case of wholesale prices. This is only the 
natural consequences of the series of lags and resistances 
in the adjustment of wages, salaries, and fixed charges 
to wholesale prices which make a price fall due to 
currency contraction or inadequacy so serious to the pro
ducer. Caught between Ihe falling price of his product on 
the one hand and, on the other, fixed overhead and debt 
charges, the natural and highly organised resistance of 
labour to wage reductions, and the much slower fall in the 
retail price of his> necessities as a consumer, he loses his 
trade, dismisses men, Jets his machinery go unrenewed, or 
his farm go out of cultivatiol>, and finally goes under. 

7, The recent unparalleled fall in prices has been due in 
the main to a shortage of gold, arising, not so much from a 
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total insufficiency of the precious metal, as from its mal
distribution. This maldistribution has been the result of 
the action upon the world's existing monetary system of 'a 
number of factors. First of these, in public estimation, 
though not in importance, come reparations and war debts, 
of which the ultimate recipients are France and the United 
States. Then come the interest payments due to these 
countries, and more particularly the United States, in 
respect of their foreign investments. Thirdly, comes the 
tariff policy of these countries, which precludes payment of 
these debts in kind, and creates yet further debts in respect 
of their favourable trade balance-all ultimately payable in 
gold. 

8. The effect of French and American tariff policy has 
been accentuated by the combination in Great Britain of a 
policy of active deftation with the maintenance of Free 
Imports which, by over-stimulating its imports and restrict
ing its exports, has steadily weakened its hold on the gold 
supply. The absence of any policy of Imperial economic co
operation is a further factor in accounting for the faC!t that 
the British Empire, which produces some 70 per cent. of the 
world's annual output of gold, and has produced nearly £,700 
millions since 1919, now holds less than a third of that 
amount, and is in danger of collapsing from a shortage of 
its own chief product, while the United Kingdom, although 
one of the greatest of all creditor nations, has difficulty in 
finding cash to meet its immediate liabilities. 

9. The net total of reparation and war debt payments 
combined ultimately retained by France and the United 
States amount at present to about £,16 millions and nearly 
£,50 millions a year respectively, the latter sum being due to 
rise considerably in the near future. The payments due to 
the United States in respect of the excess of interest on 
American investments abroad over foreign investments 
in the United States, amounted in 1930 to some £,122 
millions and are rapidly increasing. The United States 
favourable balance of commodity trade averaged £,141.3 
miUions for the years 1924-29 and was £,156 millions for 
1930. Even deducting the enormous sums spent by 
American tourists abroad (£,166 millions in 1930), and other 
invisible imports, including jmmigrant remittances, which 
up to 1929 actually more than balanced war debt payments, 
the net balance due in gold to the United States alone 
amounted for 1930 to nearly £,150 millions. It is sufficient 
to set against these figures the present total and distribution 
of gold in the world: £.2,095 millions, of which over £,1,000 
millions is already in the United States and nearly £,5IJO 
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millions in France, not to speak of French and American 
gold at short call in other countries, to realise that, left to 
themselves, these factors would long before this have 
drained the world of its last ounce of gold, and, indeed, 
that, short of a complete change in the situation, that 
eventuality cannot be very far off. 

10. The one countervailing factor has been the foreign 
investment of the creditor countries. In the case of this 
country foreign investment has represented a consistent 
policy, based on long habit and profoundly influenced by 
the experience that it pays to help debtors thro::S"h their 
temporary difficulties. French and American investment 
has proceeded on very different lines. The French, after 
their experience with Russia, have been intensely reluctant 
to lock up any money abroad and have tended to confine 
themselves to short-term advances. Tbis is almost as bad 
as the actual hoarding of gold, for either gold has to be 
kept in reserve to meet sudden demands for repayment, or 
else the borrowers run the risk of the kind of financial 
disaster which nearly overtook Germany, and from which 
recent events have shown us to be by no means immune. 
America, too, has very largely lent short, and, in any case, 
her policy of foreign investment has been intermittent and 
liable to diversion by her own internal fluctuations· and by 
alternating moods of over-confidence and panic. It is this 
failure of the two great creditor countries either to buy or 
to lend consistently that has precipitated the general crisis. 
The C01llB8 of World Deflation. 

11 •. The story begins with the restoration of the golll 
standard in Europe and the consequent scramble for the gold 
required for the conventional currency reserves. We were 
the first to commit ourselves to the restoration of the pound 
sterling at the old gold parity, and our efforts in that direc
tion, involving a continuous process of deflation culminating 
in the final attainment of the object aimed at in 1925, 
imposed a serious additional handicap upon our already high 
costs of production. In the view of the Macmillan Committee 
this policy provides .. the major part of the explanation of 
the adverse change in our costs of production compared 
with elsewhere." So far from accepting the view that Our 
loss of trade has been due to inefficiency, they consider that 
only a high degree of efficiency could have enabled us to 
maintain such trade as we have done against so heavy a 
handicap. As for the argument that the policy we pursued 
was justified by the benefits accruing to us from our inter
national financial business, the Committee conclude that it 
is not likely that these benefits have" gone even a f"action 
of the way towards compensating the losses of wealth 
through unemployment in recent years." 
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12. The general restoration of the gold standard in 
Europe was only made possible by large-scaJe American 
investment. According to the Macmillan Report, the 
United States, in the four years 1925-1928, invested nearly 
£1,000,000,000 in foreign long-term securities. This pro
cess was deliberately fostered by the Federal Reserve 
authorities, who, anxious to reduce the accumulation of gold 
in America, which had reached some £900,000,000, quoted 
specially low money rates in the autumn of 1927 in order to 
stimulate a boo" in foreign securities. Not only was the 
gold drain checked, but by the end of June, 1928, nearly 
£120,000,000 of the gold had found its way back across the 
Atlantic. The wbole world situation was eased and a 
general return to prosperity seemed at hand. Unfortunately, 
cheap money in America also contrihuted to the rise in the 
price of American common stocks and to the great share 
boom, which before long hegan not only to deoect investors 
from foreign investments, but to suck into its vortex money, 
both American and European, from overseas. After the 
crash at the end of 1929 more money was drawn in to meet 
liabilities, and political uncertainty in Germany and else
where has since been responsihle for yet further withdrawals. 
Upon this situation were superimposed the effects of a 
French position in which reluctance to invest abroad, except 
to some extent on short call, and the legal limitations upon 
the powers of the Bank of France comhined to create a 
steady piling up of gold. This result, economically unprofit
able, was no doubt in the main unintentional and almost 
automatic, though perhaps not unwelcome in quarters where 
a large gold reserve is believed to be a valuahle asset in 
war and not without its influence in diplomacy. 

13. With this breakdown, after a short period of 
expansion of the process of international investment there 
remained nothing to stop the drain of gold to France and 
America and the collapse of prices in a world whose cu rrency 
and credit bas;"';s fast melting away. How little margin 
was left for a con tin 'lance of the process at the beginning of 
this year is shown by the figures quoted on page I 34 of the 
Macmillan Report. According to these, the creditor coun
tries-i.e., the United States, France, and in a lesser degree 

Se. Great Britain, Belgium, Holland, Switzerland and Sweden--
• increased the gold in their Central Banks and Treasuries 

between January I, 1929, and January I, 1931, from 
£1,277,300,000, or 65 per cent. of the world total, to 
£1,564.000,000, or 74.5 per cent. of the total, while the gold 
in the rest of the world went down from £680.000.000 to 
£531,000,000. As at least two-thirds of this last figure is 



immobilised under the laws regulating the currency reserves 
of the debtor countries, it was unlikely even in January, a. 
the Macmillan Report points out, .. that the debtor countries 
can continue much longer to square their international 
position by parting with gold at the rate of £70,000,000 a 
year. " But since January the rate of flow has doubled, and 
France and the United States together have sucked up at 
least another £80,000,000 in seven months. 

14. By ,the middle of 1931 the crisis was fast coming 
to a head. Premonitory trouble in Austria and other 
European countries was followed by the imminent collapse 
of Germany which was only just saved from being driven 
off the gold standard by emergency action on the part of 
her creditors, including a moratorium of al\ war debt and 
reparations payments. In this crisis the United Kingdom 
still appeared as one of the strong creditor nations assisting 
a weaker neighbour. 

Britain's Financial Crisis. 
15. Within a few weeks supervened our own 6nancial 

crisis. One main underlying cause of this has been the 
graduil disappearance of our net trade balance. This 
country has always in modem times had a substantial excess 
of visible imports over exports and, within limits, such an 
excess is only the natural and 'Dormal accompaniment of our 
position as a great shipping nation, as a 6nancial centre, and 
as a great creditor. But when all the invisible export factors 
have been taken into consideration it has also regularly had 
a large net balance available for new oversea investment, 
and that investment has played no small part in maintaining 
our export trade. In 1913, while our visible adverse 
balance amounted to '£158 million, our invisible exports 
amounted to ,£339 million, leaving a clear net balance of 
some :£181,000,000 available for foreign investment. For 
the years 1928·29 the average net balance stood at 
1.:138,000,000, a 6gure which allowing for 'the change in 
prices was not much more than half the figure for 1913. In 
1930 it was down to ,£39,000,000 and in the present year the 
tleficit is likely to be nearer :£100,000,000 than .£50,000,000. 

16. In spite of this the habit of consistent oversea 
investment referred to previollsly would appear to have can· 
tinued even in the absence of genuinely realised earnings to 
invest. For the years 1924-30 the average of our oversea 
investments has exceeded our average net balance by £34.6 
million, and even in the first six months of the present vear 
of deficit £42,000,000 were invested overseas. It is difficult 
to resist the conclusion that at any rate part of our long term 
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oversea investments of r~ce/lt years has been made, directly 
or indirectly, with the short term money left in London by 
those who found that they could get good terms combined 
with what they believed to be the very maximum of security. 

17. That confidence in the stability of our position 
began to be shaken when it was realised how seriously the 
support we had given to various weak positions, more. 
particularly in Austria and Germany, had depleted our own 
liquid resources. Heavy withdrawals of gold in July were 
only balanced by an emergency loan of £50,000,000 raised 
by the Bank of England in France and America. The 
Report of the Economy Committee, with its very definite 
statements as to tile impending deficit in our Budget, pre
cipitated a panic among foreign investors and depositors, 
temporarily checked by the formation of a National Govern
ment pledged to drastic economies as well as to a complete 
balancing of the Budget. Even these measures, however, 
and a further loan by the Government of £80,000,000 in 
America and France, proved inadequate in face of further 
withdrawals due not so much to lack of confidence as to 
the domestic needs and difficulties of some of the countries 
concerned, and, at the last moment, to a large scale" bear " 
raid on sterling. On September 21 st the Chancellor of the 
Exchequer announced that the Government had decided to 
go off the gold standard, and the pound has since fluctuated 
at a figure of between 15s. and 16s. gold. Norway, Sweden 
and Denmark have followed suit since. 

Stablllsing the PrIce LeyeI. 
18. Agreeing with the general analysis of the 

Macmillan Report as to the causes of the recent fall in prices 
and as to the disastrous character of its effects, the Com
mittee are also in broad agreement with the one positive 
general conclusion of the Report which is that .the raising 
of prices above their present level is an immediate necessity, 
and they declare their emphatic opinion that to allow prices 
to be stabilised at their present level--not to speak of a 
further fall-would be-

a serious disaster for all countries of the world a1ike, 
and that the avoidance of such an event should be a 
prime object of international statesmanship.. Our 
objective should be, in so far as it lies within the power 
of this country to influence the international price level, 
first of all te raise prices a long way above the present 
level, and then to maintain them at the level thus 
reached with as much stability as can be managed. 
We recommend that this objective be accepted as the 
guiding aim of the monetary policy "f this country. 
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19. The question then is, what me.~sures can be ~ken 
on a nationaJ, Imperial or international scale, to restore the 
world price level, and secure its subsequent stability or to 
protect this country and the Empire from the effect of its 
fluctuations. 
Reparations and War Debts. 

20. Of the remedies suggested the renusslon of 
Reparations and War Debts figures very prominently in the 
public mind. But the figures already given show that these 
only play a relatively small part in the drain of gold to 
France and America. The political difficulties in the way 
of their remission, or even formal scaling down', may prove 
very great. On the other hand there would probably be 
very little objection to their indirect scaling down as the 
automatic consequence of other measures that reduced the 
present abnormal price of gold. We do not wish in any 
way to minimise the importance of securing reconsideration 
of the position in this respect by the U oited States and 
France, but we consider that it would be a mistake to con
centrate attention upon it to the detriment of more imme
diately feasible measures .. 
Flsoal Pollo),. 

ii. A more important and promising field is that of 
fiscal policy. Here while there is little prospect of any 
immediate or far-reaching change in French or American 
fiscal policy, there is room for a very substantial reversal of 
the present gold drain through a change in the fiscal policy 
of this country and of the British Empire. A glance at the 
figures will make this clear. 

22. The total excess of American exports over 
American imports for the years 1924-29 average £141.3 
millions a year. Over the same period the excess of British 
imports from the United States over British exports to the 
United St,ates averaged, according to our statistics, £154 
millions a year, a figure which should be reduced to 
roughly £120 millions to be strictly comparable. In other 
words, this country has been responsible for six-sevenths of 
that excess of American exports which has been one of the 
primary factors in the drain of gold to America. Similarly, 
in the case of France her large credit balance in her trade 
with us, averaging £33 millions for 1924-29, has obviously 
been an important factor in assisting her policy of scraping 
together and immobilising so much of the world's gold. 
Our Free Trade policy has, in fact, proved a misfortune for 
the world as a whole, as well as to ourselves, by handing 
over the gold, which we should have steadily diffused by 
consistent overseas investment, to others less capable of 
using it for world purposes. 
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23. The actual effect of a domestic tariff in this 
country on the balance of trade and so on the gold situation 
would work out roughly as follows: There would be in the· 
first instance a direct reduction in imports. In so far, how
ever, as this was accompanied by a greater volume of home 
production and employment, direct or indirect, it would involve 
a large increase in the imports of raw materials required for 
the additional production, and of foodstuffs required by the 
workers engaged upon it, which would have to be set off 
against the reduction in our imports. On the other hand, 
the e"port position of our industries would be greatly 
strengthened, not only by reduction of factory overheads 
through working more up to capacity, but also by the 
reduction of taxation, which would follow upon a reduction 
of unemployment and upon the strengthening of the revenue 
by the increased total volume of wages and profits. The 
improvement of our balance of trade through this factor 
might easily be very much larger than that due to the mere 
reduction in imports. To these figures would have to be 
added an improvement in our freight earnings due to 
increased exports and to the substitution, in our imports, of 
bulky raw materials and foodstuffs, mostly brought over 
long ocean voyages in our own ships, for manufactures sent 
over shorter distances and largely in foreign ships. Lastly, 
our gold position would be still further strengthened by more 
active British home investment and, in all probability, also 
by American investment in prosperous British industries. 
To some extent it is inevitable that measures, especially 
fiscal measures, taken to restore the trade balance of this 
country and to increase employment will have the effect of 
transferring unemployment abroad. It appears to us, 
however, to be impossible for this country to continue any 
longer to gamble on the un realised expectation of the adop
tion of a truly international policy by other countries. Alike 
in our policy of free trade, in our reparation and inter-aUied 
debt policy, in our policy of investment abroad and in our 
working of the gold standard since 1925, we have gambled 
on the hope that in due course other countries would take 
the same view as we took, namely, that general prosperity 
is in the long run better promoted by international and even 
altruistic action rather than by a narrowly nationalistic out
look. While it may be true that many of the problems now 
facing us, in particular the problem of securing a rise in 
the world level of prices, could best be soh·ed by international 
action. it has become clear that we can no Jonger afford to 
wait and should be failing In our duty if we did not take 
every possible internal step to set our own house in order. 
It is probable indeed that the adoption of a tariff by the 
United Kingdom may not be without effect in bringing about 
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a reconsideration of the unduly restrictive tariffs of other 
countries. More generally, too, the revival of British 
prosperity may, by the development of our market for 
primary products and the strengthening of our financial 
power, do so much to improve world prices and world 
prosperity as to more than offset any incidental temporary 
hardship inflicted upon others in the initial stages of the 
process. It is at least arguable that our professedly 
altruistic policy in trade has in recent years been more 
injurious than beneficial to the world outside. 
The Imperial Aspeot. 

24. In this connection what applies to the domestic 
aspect of fiscal policy applies equally to the even more 
important Imperial aspect. The immediate scope for 
increased export of our manufactures within the Empire is 
at least as great as the scope for increased production for 
the home market, and would, in its tum, strengthen our 
whole position as regards costs by further increasing our 
scale of production and by bringing about yet further reduc
tions of taxation made possible by reduction of unemploy
ment and increased yield of revenue through fresh 
production. The reciprocal increased purchases by us of 
Empire products would stimulate development overseas and 
lead to yet further exports, while the whole process of 
development would attract not only British but American 
capital. 

25. America's excess of exports over imports in her 
trade with Canada over the years 1924-29 averaged some 
£48 millions a year, a gold drain comparable to the whole 
international war debt payments to America. For 1928-29 
the figure was nearly £76 millions. For Australia the 
corresponding adverse balance in her trade with the United 
States for the same six years was £28.5 millions. It is 
obvious that if a large part of this trade could be diverted 
from the United States to this country or to other parts of' 
the Empire the drain of gold to America would be yet further 
restricted. It is no less obvious that a policy of Imperial 
Preference which promoted the more rapid development of 
Canada would at once encourage an inflow of American 
capital, on which, indeed, the greater part of Canada's 
recent development has been based, in other words bring 
back gold now sterilised in the vaults of the Federal Reserve 
Banks into world use. Here again the ligures indicate that 
the effect, no~ only on the local situation, but even on world 
prices, would be by no means inappreciable. 

26. In this connection it is worth keeping in mind the 
fact that a large part of the Empire is on a sterling basis or 
pegged to sterling by the operation of currency boards which 
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maintain the exchange at permanent parity. The area of 
sterling parity includes East and "Vest Africa, the West 
Indies and Malaya. Purchases from and sales to that area. 
though they figure in our import and export statistics, have' 
no more effect upon the gold situation than.purchases from 
Or sales to Scotland. On the other hand, any net excess of 
imports into these areas from countries other than the United 
Kingdom over exports from these areas to countries other 
than the United Kingdom is pro tanlo a drain upon our gold, 
and vice versa. The same factor, of course, applies to an 
even greater extent, in the case of France, to her colonial 
empire, over the whole of which the French monetary system 
prevails. Even in the case of the Dominions and India, 
though they are not on a sterling basis, the fact that their 
proportion of reciprocal purchases from u. is much higher 
than in the case of foreign countries. make. imports from 
them constitute much less of a drain on our gold position 
than foreign imports. The point is one to which we shall 
recur in connection with the possibility of a common currency 
basis for the Empire. 

2:1. The effect of Empire development both in reducing 
our foreign purchases and increasing our own exports is, of 
course, not confined to the development due to purely fiscal 
preferences. Preferential inducement., for instance, to the 
flow of capital into Empire rather than foreign investment 
might be made to play an important part in a general Imperial 
policy. The Colonial Stock Act has, in fact, played such a 
part already. The political difficulties in the way of its 
continued application to the Dominions, and suggestions for 
surmounting these are discussed in Appendix I to this 
Report. The possibility of a preferential differentiation of 
the various stamp duties on securities i. also dealt with in 
Appendix II. 

28. There can be little doubt that the systematic 
development of the resources of the British Empire would 
hring about a complete change in the present economic 
balance of the world. It would, from the outset, check the 
present out-flow of the gold produced in the Empire, and 
would probably in course of time draw out again part oB the 
gold now sterilized in France and the United States. Bat 
the process would take time, and, in the interval, the existing 
price shortage constitutes a serious obstacle to development. 

Futme SuppUes of Gold. 
29. Moreover, there remains the fact that the existing 

and prospective gold supply in the world. even if more evenly 
distrihuted, is likely to prove seriously inadequate to world 
needs. The total output is likely to go down (see Appendix 
III to Macmillan Report) from [fl3 millions in 1930 to about 
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[;l6 millions in 1940. The non-monetary demand is slowly 
increasing and is calculated to rise from £37 millions to £41 
millions by 1940. The new gold available to meet the 
growing monetary needs of the world will thus fall from £46 
millions in 1930 to under £35 millions in 1940. On the other 
hand the world need for increased currency to meet its grow
ing production was estimated by the Gold Delegation of the 
Financial Committee of the League of Nations in their First 
Interim Report at either two or three per cent. per annum. It 
is the latter figure which is confirmed, as necessary to main
tain price stability, by the very careful analysis of gold 
production and prices over the period since 1851 which has 
been carried out by the Industrial Institute. On this basis, 
and assuming the retention of the present conventional 40 
per cent. gold cover for notes in most gold standard 
countries, there is already a shortage on the annual supply, 
rising from £16.3 millions in 1930 to an estimated £48.9 
millions in 1940. Even if the gold cover were reduced to 
33 per cent., and the rate of increase required taken at the 
lower figure of two per cent., there would only be a small 
margin to-day, converted into a small but steadily increasing 
shortage after 1937. 

30. In these circumstances it would appear that the 
possibility of supplementing the metallic basis of credit by the 
restoration, in some measure or other, of silver to a place in 
the world's monetary system deserves serious consideration. 
Without discussing how far the elimination of silver from the 
world's currency in the last quarter of the nineteenth century 
may have played a part in the genesis of the present crisis, it 
may be worth while briefly referring to the antecedent history 
of a subject which was once the theme of acute economic and 
political controversy. 
SOller. 

31. In spite of the non.participation of this cow'''y, 
which had gone on to a purely gold standard in 1816, the 
support of the European nations and of the United States had 
proved amply sufficient up to 1873 to maintain the successful 
working of a bimetallic system which not only afforded a 
stable basis of exchange between gold and silver using coun
tries, but also provided an adequate total supply of metallic 
currency for world needs. In 1873 Germany, placed by the 
unexpectedly rapid payment of the French War Indemnity of 
£20(>,000,000 in a position of having a great surplus of 
currency, decided, in imitation of England, then at the height 
of its prosperity, to go on to the gold standard, and 
proceeded to seU off large quantities of silver. For this the 
normal market was the French Mint and those of Belgium 
and other countries of the Latin Union. 
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32. There is no reason to suppose that the bimetallic 
system could not have carried the strain; and it was the 
political motive of putting a spoke in the wheel of the enemy; 
rather than purely economic considerations, which led to the 
progressive restrictions imposed by the French Mint which 
culminated in the complete closing of the Mint to silver in 
1876. These measures, followed by the other countries of 
the Latin Union, and by the United States, in fear of being 
swamped by the surplus of silver, were originally intended to 
be temporary. But the situation went too far to be corrected 
by individual action, and the attempt to restore it by inter
national agreement broke down against the steady opposition 
of this country, an opposition due to a short-sighted notion 
that we as a gold standard and creditor country only stood to 
gain by the extension of the gold standard and by a progres
sive deOation. This chapter ended in 1893 with the final 
closing o£ the American and Indian Mints. 

33. The result of the discarding of silver by the greater 
part of the civilised world was a very severe fall in prices 
resulting both from the inadequacy of gold and from the de
valuation of the currency of the silver using countries of 
South America and the East. Unable to remove its cause by 
international action most of the nations concerned took 
individual step. to counteract its effect on their agriculture 
and industries by tariff measure.. This country, precluded 
by its theories from taking any such steps, witnessed a 
disastrous decline of its agriculture, and a serious check to 
it. industrial development. 

34. After 1895 the general price s.tuation was greatly 
eased by the coming into production of the Transvaal deep 
level gold mines. Most of the world settled down on the gold 
standard, the outstanding exceptions being China, which 
remained on a purely silver basis, and India, which main
t..ined a large silver reserve behind an artificially fixed rupee 
and, as a nation, continued steadily to put its savings into 
silver. The price of silver, which had before ilemonetisation 
st'lOd at about 60d. per ounce had fallen by 1895 to 3Od., 
and, up to the War, fluctuated between that fi~ure and 24<1. 
Once demonetised silver became in the main a commodity 
subj...,t in general to the same fluctuations as have been 
experienced in the course of the last half century by other 
commodities. In the case of silver, however, these fluctua
tions have from time to time been seriously accentuated by 
action taken by various countries in regard to that part of 
their currency in which silver continued to playa part. 
During the War India's large export balances sent prices up 
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rapidly and for a few months in 1919-1920 it stood above the 
pre-1873 figure. The resen'e which would have taken place 
in any event was accentuated by the silver liberated by the 
deba<ing of the British taken currency and by the substitu
tion of notes for silver over a large part of Europe and the 
price gradually went dawn to about 26!d. for 1927-28. 

35. Since that date there has been a further tremendous 
fall, to 13d. an ounce and under, mainly due to the sale or 
threat of sale of Indian currency reserves in pursuance of the 
policy, decided upon in 1927, of putting the rupee an a gold 
basis, and to the adoption of a similar policy by French Indo
China. The effect of this fall upon the political and economic 
situation in India and China has undoubtedly been serious. 
The precise extent to which it has also contributed, over and 
above the causes already discussed, to the general world 
depression is a matter on which there may well be roam for 
considerable difference of opinion. 

36. The fall in silver in the last three years, and. 
indeed, ever since 1873, may truly be described as an artificial 
fall mainly due to the action of governments in demonetising 
or discarding silver. I t has not been due to natural causes 
such as excessive production. As a matter of fact the 
production of silver during the last 400 years has not 
exceeded that of gold by mare than 14i to I ; during the last 
100 years the ratio has been 11.8, and during the last 30 
years 10.9, figures which of themselves clearly could not 
account for a fall from the standard ratio of lSi, which 
prevailed before demonetisation began in 1873, to over 70 
to-day. Since the war the production from the mines has 
never equalled the demand. The total shortage from 1920 to 
1930 inclusive has been some 328,000,000 ounces, only con
verted into a surplus by the selling off of demonetised metal 
by Governments to the tune of 408,000,000 ounces. The 
fall of the last three years has been mainly due to the sale of 
over 200,000,000 ounces between 1928 and 1930, chiefly b)' 
the Indian and French Indo-Chinese Go,·ernments. 

37. It can hardly be doubted that there would be 
advantages to the world as a whole in raising the price of 
silver as a commodity at any rate to the level of 1927-8. Such 
a raising of the price of silver might, through its effect on the 
Indian and Chinese trade, well prove an important step in 
securing that recovery of wholesale prices generally which we 
have already, following the Macmillan Report, declared to b. 
the essential remedy for present ills. 
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38. The advantage due to the mere raising of the price 
of silver as a commodity would, of course, be greatly en-, 
hanced if the silver acquired in the process were utilised by 
the Western world to expand its shrinking supply of gold, 
Without going the length of remonetising silver as curren~y. 
or of making it legal tender at a definite and permanent ratIo, 
it would substantially increase the amount of gold available, 
as well as keep up silver prices, if the Central Banks were 
authorised to keep a percentage of their metallic' currency 
reserve in silver at market price. 

39. The inclusion of silver, at a definite and permanent 
ratio, in the world's monetary system, available for the pur
poses of international settlement as well as for a strengthen
ing of currency reserves, would no doubt, have great 
advantages. It would avoid exchange Huctuations between 
the gold and silver using sections of the world. It could also, 
at some appropriate ratio, be made to provide, as far as can 
be foreseen, just about that extra amount of metallic 
currency basis as would be required to make up for the 
estimated prospective total shortage of new gold as com
pared with world needs (apart from maldistribution). 

40. But the establishment of any such system would 
only be possible on the basis of a wide measure of inter
national agreement. The lesser steps mentioned could be 
taken at once within the Empire, and would in all probability 
be widely followed outside even in the absence of formal 
agreement. If the British Government would convene, or 
agree to attend, an immediate International Conference on 
Silver, there would be little doubt of its securing decisions 
which would probably do more to ease the immediate 
situation, than any others that could be reached in the same 
time. 

41. In giving this measure of support to proposals for 
the restoration of silver to a place in the world's monetary 
system, we desire, however, to make it clear that we are Dot 
in disagreement with the view of the Macmillan Committee 
referred to below that in a stable and financially highly 
developed community, neither gold nor any other metallic 
backing is required to support an internal note issue, and that 
a metallic reserve is needed for no other purpose than to meet 
a foreign drain and provide an international standard of 
value. Indeed, if all the nations of the world were in a 
position to confine their metallic reserves to that purpose, the 
supply of gold alone might well be sufficient for the more 
limited functions which would then devolve upon it. 
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Meas1llllB for Eoonomising Gold. 
42. So far we have discussed measures aimed either at 

correcting the maldistribution of gold or at supplementing 
its total volume. There remains the consideration of 
measures primarily of a banking character dealing with the 
relationship of the currency generally to the stock of precious 
metal used as its' basis or for the purposes of international 
exchange. We assume that, at any rate for exChange pur
poses, the convenience of a metallic medium of exchange will 
ensure its continued retention, at any rate as an element in 
the financial machinery of the world. 

43. As actual currency the precious metals have, since 
the War, been superseded in almost all civilised western 
countries by notes for all but the lower denominations. These 
notes in most European countries and in the United States 
have been authorised on the basis of a cover of 40 per cent. 
gold and the balance in securities. In this country, before the 
War, the whole paper currency was backed by gold with the 
exception of less than .v.o millions--the fid uciary issue-
covered by securities. The fiduciary issue, greatly increased 
durihg the War, was fixed in 1928 at £260 millions with pro
visions for increase in an emergency. With an actual 
maximum requirement for currency of about £380 millions 
this figure would mean that some £120 millions of gold, i .•.• 
just over 40 per cent., would have to be held over and above 
any gold required for the purpose of redressing exchange 
fluctuations. 

44. Even so there is a widespread feeling that existing 
regulations involve an excessive locking up of gold, and a 
re-consideration of the conventional 40 per cent. gold cover 
has been advocated in many quarters. The recommendations 
of the League Gold Delegation, endorsed by the Macmillan 
Committee are :-

(I) All gold standard countries should agree that 
they will not allow gold to pass into active circulation, 
whether in the form of coins or of gold certificates; 

(2) Central Banks should give collective considera
tions from time to time to the question whether it would 
be in the general interest that the legal requirements in 
force in different countries as to gold reserves should be 
relaxed or tightened up, and should undertake to use 
their influence with their Governments to secure changes 
along the lines indicated, so far as is compatihle with 
their domestic situations; 



(~) Central Banks should be permitted by the laws 
of their respective countries to reckon balances with the 
Central Banks of otber gold standard countries, or witb 
the Bank for International Settlements, as tbe equivalent 
of gold for all the purposes of the law; 

(4) Central Banks should not be unduly limited in 
their power to expand their deposits otberwise than 
against a corresponding increase in tbeir boldings of gold 
or the equivalent of gold. Similarly, it should lie within 
tbe power of a Central Bank to restrict tbe volume of 
its deposits otberwise tban by decreasing its boldings 
of gold. 

Tbese suggestions would, no doubt, be of substantial 
help in normal times in economising tbe world's supply of 
gold, and in mitigating tbe effects of a general world shortage. 
As against the kind of strain to wbich tbe gold standard has 
recently been exposed tbeir inadequacy is obvious. 

45. More effective, if tbey could really be followed out, 
are the recommendations of the Macmillan Committee for the 
close co-operation of the Central Banks of tbe world in so 
regulating bank credit as to maintain stability in the rate of 
new investment, in preserving a proper balance between long 
term and short term investments, and in preventing the 
importation of unnecessary gold. But while there is un
doubtedly a field for closer co-operation, it may be doubted 
whether the powers of tbe Central Banks, even if their outlook 
were purely international, are really great enough to counteract 
the forces and tendencies in tbeir respective countries making 
for particular economic policies or favouring certain types of 
investment. The United States will not give up their tariff, 
nor the French investor his dislike of long term investments 
abroad, to help the Banks bring about a hetter world di.
... ibution of gold. 

46. Here again then, while hoping the best from inter
national co-operation, it is essential that we should take our 
own measures on national and ImperiaJ lines. In this con
nection the Macmillan Committee, in its recommendations as 
reg.ltds our own currency system, has gone far beyond the 
suggestions of the League Gold Delegation. It has in fact 
come oUl ;,oldly for the complete abandonment of the theory 
that gold is required as the actual basis of our internal 
currency, and for the maintenance of an entirely disconnected 
gold reserve for exchange purposes, the gold reserve only 
being included as part of the securities held against the note 
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circulation when it happens to he available. The proposal, 
in brief, is that a maximum volume of currency, provisionally 
fixed at a somewhat elastic total of £400 millions, should be 
issued as required irrespective of the state of the gold reserve. 
The latter is not to go below a minimum of CiS millions, 
except in very special emergencies, and is normally to be kept 
at least as high as hitherto, but with much greater freedom 
to vary it in accordance with exchange requirements. The 
figure of £400 millions was, no doubt, taken as a convenient 
maximum not likely to be exceeded in the near future--and 
as a possible danger signal against any tendency to inflation. 
Theoretically speaking no arbitrary limit is necessary, the 
ordinary bank rate procedure and the sale of securities by the 
Central Bank affording sufficient protection against inflation 
and any consequent undue efflux of bullion. 

47. The present system is really, the Report points out, 
a meaningless survival from a period when people still 
thought in terms of actual metallic currency and were entitled, 
whenever they wished, to be paid in such currency. 

The present system . is wrong in that it 
associates the amount of the gold which the Bank of 
England should hold immobilised and unavailable for 
export with the amount of the active note circulation. 
Formerly when the Bank's gold was held for two purposes, 
partly to meet an external drain, and partly to meet an 
internal drain, it may have been reasonable to earmark a 
substantial part of it for the latter purpose. But now 
that the second purpose has disappeared, and has in part 
been abolished by law, so that the gold reserve of the 
Bank is held for no other purpose than to meet a foreign 
drain, the effect . . . . is to forbid the Bank to use the 
greater part of its gold for the only purpose for which it 
is held or could be used. 

The rigid linking up of gold and currency which compels 
the contraction of domestic credit because some quite for
tuitious circumstance, like an American boom or a Paris panic, 
withdraws our gold, and only enables domestic expansion to 
take place when the foreign exchanges are favourable, are 
obvious objections to a system which is no longer required in 
order to maintain public confidence. The experience both of 
the War and of recent weeks confirms the view of the 
Macmillan Committee that even the most severe crisis does 
not lead to an internal demand for gold in this country. 
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48. Presumably the Macmillan Committee intended the 
note issue to continue to be covered by the same type of 
security as has covered the fiduciary issue in the past. It has 
been suggested that a preferable type of security would be, as 
in the United States, the bill of exchange, on the ground that 
the currency would then be expanded only in proportion to 
actual business done and reduced again as the business was 
completed. The American system is described by Sir F. 
Williams Taylor in Appendix Ill, and the subject undoubt
edly deserves consideration. We have not, however, seen 
sufficient evidence of the inadequacy of the present system to 
adapt itself to our current needs-once the present rigid Iiok 
with gold is severed-to warrant our recommending any 
chango,. beyond those advocated by the Macmillan Committee. 

49. While the Macmillan Committee recommend the 
retention normally of a large gold reserve for exchange pur
poses it is obvious that, once our trade balance was on a 
sounder footing, and in the absence of over-investment abroad 
or excessive short-term borrowing to support such investment, 
the gold reserve could be reduced to a comparatively narrow 
margin. That would undoubtedly result in a large saving of 
gold, which would be correspondingly increased if other 
countries followed our example. 

Empire Currenoy Co-operatlon. 

50. It is a remarkable fact tbat in the whole of the 
Report of the Macmillan Committee there is not a single word 
to suggest that there is such a thing as the British Empire. 
still less any consideration of the question whether. in this 
vital field of money policy, some mOre effective inter-Imperial 
co-operation than exists at present has not become necessary. 
Such co-operation, as has already been mentioned, does exist 
between the United Kingdom and certain parts of the Colonial 
Empire. By maintaining permanent parity of exchange, and 
by dispensing with the use of gold, it has been of great value 
to all the parties concerned. But no attempt has been made to 
carry the principle of co-operation into effect in the relations 
between this country and the Dominions and India. From 
that point of view the Empire as a whole lives in a state of 
monetary chaos. It is true that the question was raised, at 
the instance of New Zealand, at the Economic Conference of 
1923. But the view then taken was that we were on the eve 
of a return to the gold standard which would automatically 
solve all difficulties. 

51. The British Empire is not in the political sense a 
unitary state. There is in it no central authority, as in the 
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-French Empire, which could impose a single currency system. 
Any monetary unity that is attainable must be arrived at by 
free co-operation. Such co-operation might be limited to 
carrying to its most effective point the kind of co-operation 
envisaged internationally by the League Delegation and the 
Macmillan Committee. But it might go a great deal further. 
There wou1d seem to be no inherent constitutional or practical 
difficulty in the Central Banking Authorities of the Empire 
agreeing to constitute a Central Bank of Empire which would 
act as a clearing bank for all the Central Banks of the Empire. 
The Committee do not, however, consider that there would be 
any advantages in elaborating in detail such a scheme or other 
proposals designed to achieve the same purpose. There is no 
insuperable difficulty in securing the desired end if once its 
importance is recognised by the governments concerned and 
the political will to achieve it becomes manifest. Here again 
the Committee while admitting that the ideal solution would 
be a monetary system which secured for mankind generally a 
reasonable stability of prices and a measureof security against 
the disastrous sequence of alternate boom and depression, feel 
that, in the absence of sufficiently far-reaching international 
co-operation to effect sucb a purpose, the partner nations of 
the Empire should not neglect the opportunity afforded by the 
exteRt of their trade and resources to secure for themselves 
the benefits, throughout the Empire, of stable exchanges and 
of comparatively stable prices, and to give, by their success, 
an encouraging example to the world. 

52. The establishment, over an economic unit of such 
magnitude as a developed British Empire might well become; 
of a single stable currency system suchaswehaveadumbrated 
would not only result in a very large economy of bullion and 
its liberation for world currency purposes. It would in a large 
measure tend to control the monetary value of the precious 
metals and consequently of world currency generally. In the 
paper read by Dr. Gustav Cassel to the Institute of Bankers 
in May, 1931, he pointed out that since the War the American 
dollar bas, in fact, been an independent currency. The fact 
that the United States were rich enough to accept large 
quantities of gold from outside without allowing their gold to 
be used for an increase in the supply of means of payment, 
and had accumulated so much gold that they could payout 
almost any amount without reducing the domestic supply of 
means of payment, made it possible for them to regulate the 
value of the dollar according to their ideas of American re
quirements and not according to the gold situation. So far, 
indeed, from the value of the dollar being adjusted to the value 
of gold, the value of gold in his view, was adjusted to the 
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dollar, and he attributes the beginning of the fall in prices 
largely to the mistaken policy of the Federal Reserve 
Authorities in trying to combat speculation by credit restric
tion instead of aiming at preserving the stability of commodify 
prices. If it is a good thing to have an ultimate goal to work 
towards, that goal, in the monetary sphere, might well be an 
Imperial sterling currency, so adjusted as to maintain reason
able price stability for the British Commonwealth, and so 
powerful as to govern, through the external trade of that 
Commonwealth, both the value of the metallic medium of 
exchange and, indirectly, the value of the currencies of the 
rest of the world-a Pax Britannica built up out of the 
present anarchy in the world's monetary affairs. 



APPENDIX L 

TRUSTEE SECURITIES OF THE DOMINIONS. 

Under the provisions of the Colonial Stock Act, 1900 
(reproduced in the Trustee Act, 1925), the loans of 
Dominions and Colonies are admitted to the list of trustee 
stocks, under regulations which the Treasury is empowered 
to make, and the Treasury has hitherto required a Dominion 
or Colonial Government to declare its readiness to submit to 
the veto of the Crown, on the advice of Ministers in the 
United Kingdom, in respect of any legislation which appears 
to affect adversely the interests of the stockholder. 

This provision is constitutionally out of date, so far as 
the Dominions are concerned, as it ie contrary to the general 
constitutional position crystallised by the Balfour declara
tion in 1926, and is repugnant to certain of the Dominions . 

. . It means that in reality the stockholder has no effective 
safeguard, because under the constitutional conventions 
which are now established it is unlikely that the Treasury 
could prevail upon the Government of the United Kingdom 
to disallow any legislation of the Dominions. 

The Conference on the Operation of Dominion Legisla
tion and Merchant Shipping Legislation, which reported in 
1929 (Cmd. 3479) recommended that the legal power of 
disallowance by the Imperial Government should be ter
minated, by the appropriate means, except in respect of the 
obligations voluntarily assumed by Dominion Governments 
which desire admittance of their stocks to trustee status. 
The general position was stated by the Conference in the 
foUowing terms:-

U The special position in relation to the Colonial Stock Act~ 
1900. may conveniently be dealt with in this place. This Act 
empowers His Majesty's Treasury in the United Kingdom to 
make regulalions governing the admission of Dominion stocks 
to the list of trustee securities in the United Kingdom. One of 
the conditions prescribed by the Treasury which at present 
govern the admission of such stocks is a requirement that the 
Do~inion .G~vernment shall pl~c7 on r~cor~ a formal expression 
of Its opinion that any Dominion legislation which appears to 
the Govemment of the United Kingdom to alter any of the prG
visions affecting the Btock to the injury of the stockholder or to 
involve a departure from the original contract in regard to th~ 
stock would properly be disallowed. We desire to place 011 
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record our opinion that. notwithstanding what has heen said in 
the preceding paragraph, where a Dominion Government hall 
complied with this condition and there is any stock (of either 
existing or future issues of that Government) which is a trustee 
security in consequence of such compliance, ... right of dis· 
allowance in respect of such legislation must remain and can 
properly be exercised. In this respect alone is there any excep· 
tion to the position as declared in the preceding paragraph. 

Ia The general question of the terms on which loans ra:sed 
by one part of the British Commonwealth should he gh'cn the 
privilege of admission to the Trustee List in another p ... rt fall. 
naturally for determination by the Government of the latter. 
and it is for the other Governments to decide whether they will 
avail themselves of the privilege on the terms specified. It is 
right, however, to point out that the condition regarding dis· 
allowance makes it difficult, and in one case impossible. fOf 
certain Dominions to take advantage of the provisions of the 
Colonial Stock Act. 1900." 

The recommendation urged herein is that the practice 
of requiring a Dominion Government to submit to the right 
of disallowance of legislation affecting trustee stocks, should 
be terminated. 

The procedure which we propose should be substituted 
is as follows. A Dominion Government desiring trustee 
status for a loan would give a general assurance that it 
would not act in such a way as to prejudice the interests of 
the stockholders, and it would agree that if any action 11 
took was, in the opinion of the British Government, contrar:v 
to that undertaking, it would be willing to submit its action. 
or failure of action in that respect, to arbitration by ai' 
Inter-Imperial tribunal. The tribunal might be the body 
suggested by the Conference on the operation of Dominion 
Legislation, for determining differences on justifiable issues 
between members of the British Commonwealth. This body 
would take the form of an ad hoc tribunal selected from 
standing panels nominated by the several members of th~ 
British Commonwealth. 

Alternatively, the tribunal might consist of three 
arbitrators, one nominated by each side to the particular 
dispute, with an independent chairman. There are 
difficulties in the way of the Privy Council's acting as the 
arbitrating body, but the exact constitution of the body is 
not of immediate importance. 

If. this system were adopted, a case would, if the 
necessIty arose, be presented to the Inter-Imperial court by 
the British Government, acting in the interests of the 
stockholders. We do not envisage the right of individual 
stockholders to approach the court. 



Should the decision of the court be given against a 
Dominion, tbe Dominion would take steps to remove the 
source of damage to the stockholders' interest, in order to 
fulfil the undertaking given when the stock received trustee 
status. 

It is not contemplated that a whole policy or course or 
legislation which might contingently impair the stock should 
be the subject of a:rbitration. Arbitration would take place 
only on legislation which was deemed specifically to endanger 
lhe value of the security, and to violate the undertaking 
given in respect of a particular issue. 

A major factor in the terms on which a Dominion loan 
is floated is the opinion of the City on the standing of the 
borrower, and procedure proposed will in no way affect 
the sanction which this provides. 

Existing trustee stocks of Dominion Governments would 
of course still be subject to the assurance given by tl,e 
borrower to the Treasury at the time the stock was admitted 
as a trustee security. Our proposals would affect only future 
issues. . 

as 



APPENDIX D. 

STAMP DUTIES AND BRITISH TRADE. 

Stamp duties in one form or another and at variable 
rates have been in existence in this country for a very long 
time, and accordingly there is a tendency to regard their 
continued existence as being in the natural course of things. 

As the result of the very serious objections which exist, 
stamp duties have not received the attention which would at 
once be accorded to them were they being now proposed for 
the first time. 

Of course the outstanding objection to stamp duties 
lies in the fact that they are duties on transactions and, 
accordingly, tend to limit the number of transactions which 
take place and thus are directly a restriction on the activity 
of many forms of trade. 

At the present time wben the problem of raising 
sufficient revenue to meet our national expenditure is an 
exceedingly acute one, it would naturally be impossible for 
any Chancellor of the Exchequer to contemplate any root 
and branch reform of the duties, but nevertheless as the 
time may come when such a reform will be financially 
possible, it is desirable that the examination of the problem 
should contemplate not only what may be possible in the 
near future, but also what might be done later on. 

Apart from the undesirable aspect of stamp duties· from 
the point of view of the general public, they are also a very 
fluctuating source of revenue to the Chancellor of the 
Exchequer, and in particular they can be relied upon to 
show a very heavy fall in yield precisely in those years when 
the Chancellor of the Exchequer is likely to find it difficult 
to make both ends meet. A few examples will show the 
extent of the fluctuations. 

In the year :which ended March, 31st, 1921, a year 
marked by exceedmgly good trade, until the last three or 
four months, the revenue from stamp duties amounted to 
.£26,591,000, but in the following year (which was one of 
very acute depressi?~ in tradel, ~e yield fell to £19,638,000. 
Thereafter the pOSItIOn steadIly Improved until in the year 
ended March 31st, 1929, it reached the very large total of 
£30,060,000. There was then a rapid decline over the next 
two years, and in the year ended March 319t, 1931, only 



£20,650,000 was received in the Treasury. The estimate 
for the current year is £24 millions, which will almost 
certainly prove to be a substantial over-estimate. 

When one comes to examine the duties in detail it wi11 
be found that the main Buctuations occur under two 
headings, namely, the duties paid in respect of transfers of 
stocks and shares and those paid in respect of capital of 
limited companies. As a matter of fact, in the last four or 
five years the aggregate revenue from the other sources of 
stamp dutie,., the principal items of which are the duties 
payable on the transfer of land and houses and the 2d. 
stamps on cheques and receipts, have been exceedingly 
steady, and practicaUy the whole of the Buctuations in the. 
total yield has been the result of Buctuations in connection 
with the transfer of stocks and shares and the capital duty 
on limited companies. 

The proposals that wi11 be considered in this 
Memorandum relate exclusively to this section of the stamp 
duties, the yield of which is such an unreliable support to " 
ChanceUor of the Exchequer in times of adversity . 

•• At the moment of writing the revenue from the· stamp 
duties in these two groups is at a lower level than for many 
years past. Unfortuately the precise details for the year 
ended March 31st, 1931, are not available, but the following 
table shows the position in the previous year:-

YEAR ENDED MARCH 31ST, 1930. 

Companies share capital duty 
Stocks, Shares, Debentures, etc. 

GYeat Britain. 
{, 

3,771,000 

Tranfers of Stocks {On sale ... . .. 
and Shares . Voluntary dispositions 

Composition for duty from Corporations, etc. 
Share Warrants to Bearer ... 
Marketable Securities transferable by 

delivery 
Bonds, Debentures, etc. (At 2s. 6d. per cent. 

duty) 
Loan Capital Duty ... . .. 
Contract Notes (Stockbrokers) 
Letters of ·AUotment ... 

Total 

5,525,756 
45,734 

379,500 
150,454 

659,440 

147,566 
37,499 

318,625 
6,226 

{,ll ,040,800 



Before proceeding to make any proposal. as to any 
changes that might be made in the stamp duties of a kind 
calculated to be of advantage to British trade, it is necessary 
in the first place to set out what are the present rates of duty. 

In the case of Limited Companies the capital duty in 
respect of the shares is £1 upon every £100 worth of nominal 
capital, but in the case of loan capital, whether raised by 
Local Authorities or Limited Companies the rate is 2s. 6d. 
fln every £100, of which 2s. is repayable if the capital is 
applied in conversion of an existing loan. 

Furthermore, under the Finance Act of 1927 where a 
Company is established or has increased its capital after the 
commencement of the Finance Act of that year, in order to 
acquire the undertaking of, or not less than 90 per cent. of 
the issued share capital of, any existing company, and the 
consideration for the acquisition consists as to not less than 
90 per cent. in the issue of shares of the transferee company 
to the existing company or its shareholders certain relief 
is granted from the company's capital duty. 

The stamp duty on transfer on the sale of stocks or 
shares is at the rate of Is. for each £5 or part of £5 of the 
sale value up to a total of £50. Thereafter it is at the rate 
of 5s. for each £25 or part of £25 up to .£300 and thereafter 
lOs. for each £50 or part of £50. 

This scale of duties, except for the graduation ia respect 
of smaller sums, is fundamentally a duty of £1 for each £100 
of the sale price of the stocks or share transferred. The 
same scale applies not only to stocks and shares, but also to 
marketable securities, which include the registered bonds 
and debentures of companies, corporations and public 
bodies. 

As bearer securities would escape the taxation on 
transfer which applies to registered stocks, shares or 
marketable securities, an attempt is made to equalise the 
position by charging on the issue by a British Limited Com
pany of share warrants or stock certificates to bearer a sum 
equal to three times the duty chargeable on a transfer of a 
similar nominal value of stocks or shares. I gnoring the 
graduations one may say, therefore, that roughly in respect 
of the issue of share warrants or stock certificates to bearer 
there is payable at the time of issue a stamp duty of £,3 
per cent. 

28 



In connection with such warrants or certificates issued 
by foreign or colonial companies the stamp duty payable is 
4s. per £10 or [;1. per £100. This stamp duty is payable on 
the first negotiation in the United Kingdom of such war
rants or certificates. Presumably this duty only applies 
where there is a public issue in this country of sllch warrants 
and certificates, for so far as individual transactions may be 
concerned there is no means by which such would come to 
the notice of the Inland Revenue Authorities. 

We accordingly have the anomaly that if a British 
Limited Company raises money by the issue of share 
warrants or stock certificates to bearer, such a company has 
to pay in stamp duty 50 per cent. more than the amount 
which would be payable by a foreign or a colonial company 
making an issue of similar bearer bonds. 

Another anomaly arises in connection with the stamp 
duties payable on marketable securities (i.e., bonds or 
debentures) which are transferable by delivery. The stamp 
duty payable on issue by British companies, municipalities 
or ~ublic bodies is at the rate of 4s. for every £10 or part 
thereof where the bonds are repayable at any time exceeding 
three years, with lower rates of duty for shorter periods, 
that is to say, the stamp duty payable is equivalent to [;l. 
per cent. on all bonds exceeding three years in duration. 

On the other hand, where such bonds or debentures are 
issued by a Colonial Government the stamp duty is only 5s. 
per £100, while in the case of a Colonial Municipality the 
duty is 2s. for each £10 or part of £10, or the equivalent of 
20s. per £100. 

The foreign share certificate to bearer, the rate of duty 
on which was fixed as long ago as 1889 is at the low rate of 
3d. for £25 or part thereof payable on the first negotiation 
in the United Kingdom. This is equivalent to Is. per £100 
and contrasts with the £;3 per £100 payable in respect of 
share warrants issued by British companies. The duty is 
calculated on the nominal value of the shares to which the 
certificate relates and, accordingly, where the shares have 
no par value no duty is payable. 

It is well known that in recent years in both Canada 
and the United States there has been a rapid growth of the 
practice of issuing- shares of no par value, and as a result of 
our present system of stamp duties no stamp duty is payable 
when such certificates are first negotiated in the United 
Kingdom. 



'the following are a few select instances of share 
capital passing by delivery. All these shares do, in practice, 
in the vast majority of transactions, pass from hand to hand 
and the equity passed by delivery. The table shows very 
clearly the extraordinary differences which exist in respect 
of the liability to stamp duty. 

t. Registered in the United Kingdom. 

BRITISH AMERICAN TOBACCO 
Bearer Shares. 

2. Registered in Ca.nada. 

CANADIAN PACIFIC RAILWAY SHARES 
Ordinary Shares 01 625 each. 

Duty £3 per llOO 
nominal. 

Duty Is. per £100 
nominal. 

BRAZIL TRACTION Ordinary Shares No par No duty 
value shares. payable. 

INTERNATIONAL NICKEL Ordinary 
Shares 

3. Registered in the U.S.A. 

WOOLWORTH SHARES ('10) Duty Is. per £100 
nominal. 

NBW YORX CENTRAL RAILWAY Duty Is. per £100 
SHARES (CommoD 1100) nominal. 

INTERNATIONAL TELEPHONB AND Sbares of no No duty 
TELEGRAPH Common Shares par value. payable. 

4. Registered in H oUand. 

UNILEVER (N.V.) Ordinary EndorsedSharein Duty b. per 
Shares of Fl. 12 or £1 each the nameof Mid· £100 Dominal. 

Do. Preference ,. land Bank Exe-

5. Registered in Swethn. 

cutor & Trustee 
Co., Ltd., but can
Dot be transierred. 

SWEDISH MATCH Ordinary Sharet; in iDwvi- Duty Is. per 
Shares of Kr. 100 each. dual names with I. 100 nominal. 

coupons attached 
but registration 
effected without 
exchanging Certi-
ficates therefore 
only one Inland 
Revenue Stamp 
paid at the follow-
ing rate. 

Having stated the present pOSItIOn in respect of the 
stamp duties on capital issues, let us now turn to the 
consideration of the modifications it may be desirable to 
make. In the first place it is evident that the high rate of 
stamp duties tends to restrict the formation of limiter! 
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companies, and all the more so as the duties are payable 
not on the capital issue, but on the nominal registered 
capital. 

Having regard to the greal a(I. anlages of the limited 
liability principle in the development of business, it is 
certainly a bad thing that taxation should limit its use. 
Accordingly, on general grounds and without at the moment 
considering the question of revenue, we would urge the 
desirability of a reduction in the rate of stamp duty on 
the share capital of British registered companies. 

The rate of duty charged ill respect of the loan capital 
of British companies, corporations and local authorities is 
so small tbat there does not seem to be any need for .. 
change. When, however, we come to consider the position 
of marketable securities transferable by delivery, it seems 
an anomaly that the rate in respect of United Kingdom 
securities should be so much higher than those of Colonial 
Governments and Colonial Municipalities. There seems :l 

clear case for bringing this rate at least down to that fixed 
for Colonial Municipalities; and, on the principle that, while 
favouring an Imperial policy. nevertheless, there should be 
some-advantage to United Kingdom interests over those of 
the Empire overseas, it might be brought down to a level 
somewhat lower than that which applies to Colonial 
Municipalities. 

Again, it is an obvious anomaly that the stamp duties 
in respect of stock certificates to bearer of British companies 
should be so much higher than those in respect of foreign and 
colonial companies, and accordingly there is a clear case for 
a substantial reduction. In order to give some encourage
ment to Empire countries over foreign countries, it would 
seem desirable that the stamp duty on the share warrants 
and stock certificates to hearer of Empire companies on their 
first negotiation in the United Kingdom should he reduced. 
while leaving unchanged the rate in respect of foreign 
companies. 

It seems very strange that only a trifling stamp duty 
should be chargeable in connection with the first negotiation 
in the United Kingdom of foreign bearer share certificates 
which are a device which enable foreign companies to ohtain 
British capital without at the same time in the ordinary way 
according to the owners of that capital a measure of control. 
li nder such a system the individual who has actually 
provided the capital finds interposed between himself and 
the company concerned some intermediary who actually 
holds the shares and, as a result, possesses the voting power. 
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On the other hand, in the case of share warrants and 
stock certificates to bearer in foreign companies where, of 
course, there is some measure of control, the rate of duty 
is forty times as great as in the case of the foreign bearer 
share certificates. There seems no reason why these 
certificates should not bear the same rate of stamp duty as. 
share warrants and stock certificates. 

Furthermore, the investment which takes place in foreign 
companies through the existence of foreign bearer share 
certificates in respect of shares of no par value should be 
made liable to stamp duty by requiring that 40s. should be 
charged on the first negotiation in the United Kingdom on 
each ,£100 of the consideration paid in respect of that first 
negotiation. 

If modifications are made on the lines indicated above, 
there would be created an increased tendency for the capital 
available to go, in the first place, to the British investments, 
and in the second, to Empire investments Overseas in 
preference to foreign investments. 

We now turn to the consideration of the possibility of 
using the stamp duty on the issues of capital for the 
purpose of stimulating the purchase of British goods. This 
could well be effected by arranging for a complete remission 
of the stamp duty in respect of that part of the issue which 
is to be used for the purchase of British goods. If those 
who are raising the capital are in a position to give a firm 
undertaking in advance as to the expenditure out of the 
capital raised which will be devoted to the purchase of 
British goods, then the remission of stamp duty would take 
place at once, while in other cases where it was not possible 
to make a declaration in advance, provision could be made 
for the subsequent recovery of the stamp duty when the 
company or corporation concerned had supplied to the 
Inland Revenue Authorities satisfactory evidence as to the 
value of British goods purchased. 

Or, of course, these methods might be combined. 

In the case of overseas enterprises, the phrase " Pur
chase of British goods" will not need much definition, but 
in the case of money raised by companies or corporations in 
the United Kingdom it would be necessary to define clearly 
what expenditure is entitled to rank in respect of the remis
sion of stamp duty. For example, if a company builds a 
factory in the United Kingdom. the actual labour must be 
employed in this country, and accordingly no advantage 



would accrue by making a remission of stamp duties in 
respect of the cost of 'that labour. On the other hand, the 
materials used in building the factory might be British or 
might be imported, and accordingly the remission of stamp 
duty should be in respect only of the value of the British 
materials used in the construction, and in respect of all the 
British plant and' machinery installed. It would also be 
necessary to provide that the remission of the stamp duties 
should only apply in respect of expenditure which was 
debited to capital account. No doubt, on a careful 
examination of the problem, other considerations would 
present themselves, but at this stage it is only necessary to 
say that the definition clause in' respect of the purchase of 
British goods would require very careful wording. 

Having now indicated the possibilities of using a modifi
cation of the stamp duties for the purpose of encouraging 
British industry, and for the purpose of Imperial develop
ment, we set forth a suggested re-arrangement of the stamp 
duties which would give effect to the suggestions above. 

SUGGESTED RE-ARRANGEMENT OF STAMP DUTIES IN RESPECT 
OF SHARE, STOCK AND LoAN CAPITAL. 

Share Capital of British Companies ... . .. 
Registered Loan Capital of British Companies 

and Corporations ... ... ... . .. 
Bearer Bonds of British Companies and Cor-

porations .. ... ". ..• . .. 
Share Warrants and Stock Certificates to Bearer 

of Britisb Companies ... .., ... . .. 
bare Warrants and Stock Certificates on first 

negotiatioD in the U .K.-
(a) Empire Companies .. . 
(b) Foreign Companies .. . 

Colonial Government Bearer Bonds 
Colonial Municipal Bearer Bonds 
Foreign Bearer Share Certificates on first 

negotiation in U.K. '" ... ... , .. 
Foreign Bearer Share Certificates in respect of 

Shares of DO par value. on first negotiation 
in the U.K. 

Pus ... S_. 
Duties 

per £'100 
Nominal. 

20/-

2/6 

40/-

60/-

40/· 
40/-
5/-

20/-

1/-

nil 

_ ... 0<1 

Stamp 
Duties 
~er£l'" ominal. 

10/-" 

2/6" 

15/-" 

30/-" 

30/-" 
40/-" 
5/-" 

20/-' 

40/-

40/-
per £100 
of the 

consideration 
of the 6rst 
nelotlatloa. 

iDU.K • 

• In all these cases the duty will be remitted. in respect of that part of 
the issue which i, used for the purchase of goods manufactured in 
the U.K. Included in 8uch goods will be the materials Uled. for 
the CODltruction of buildings. 
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Should this scheme be carried into effect, then, on the 
basis of the revenue of the year ended March 31st, 1930, it 
would appp.ar that, apart from the remission in respect of 
the purchase of British goods, there would be some small 
reduction in the receipts from share warrants to bearer and 
in respect of bearer marketable securities, i.e., bonds, 
debentures, &c., and some increase in respect of foreign bearer 
share certificates. Taking these three headings together. 
there would probably be some small net loss 10 Ihe 
Exchequer. The reduction in the companies' share capital 
duty would be heavy, namely about £1,900,000. 

We now have to consider what would be the effect on 
the revenue of the remission of stamp duty in respect of the 
purchase of British goods. Here we are clearly in the 
region of surmise but, as a provisional estimate, it may be 
suggested that it would reduce by half the revenue that would 
be left after taking into account the other modifications 
that have been suggested. 

Accordingly, on the basis of the 1930 figures, the whole 
revenue in respect of capital duties would be reduced from 
a total of about £5,140,000 to a little over £1,600,000. This 
is obviously a larger sum than could be contemplated at the 
present time and thus the scheme would require re-examina
tion in the light of this fact. Probably the most effective 
modification would be to presen'e the share capital of British 
companies at the present level of 205. nominal, in which 
event the revenue, instead of being about £1,600,000, would 
Be about £2,600,000. If it were felt that this would be too 
large a loss, then a furtller modification could be made 
providing that initially the amount of stamp duty to be 
remitted in respect of the purchase of British goods .hould 
not be the whole amount of the duty but half the amount. 
In this case the net 10"' of revenue would be in the 
neighbourhood of £1,250,000. 

In the past Issuing Houses in the City have presumably 
been concerned primarily with the merits of any issue from 
the purely financial point of view, but h""'ing regard to the 
vital importance of the prosperity of productive industry, it 
would seem very desirable that in the future the City should 
take into account not only the merits of an issue from the 
financial point of view, but also its effect on British produc
tion and employment. 

The recommendations made in this Report if carried 
into effect would naturally force the City to take account of 
these matters, but it would be very desirable if those 



responsible in the City would voluntarily adopt a policy of 
using the power they possess in making arrangements for 
Public Issues, to ensure that wherever possible the proceeds 
of those Issues should be used for the purchase of British 
goods. 

From the general trade point of view it would no doubt 
be very desirable that the stamp duties on the transfer of 
stocks and shares should be reduced from the high level 
which now prevails. The needs of national revenue probably 
rule out for some considerable time to come any change ,n 
this direction. When the time comes for making a reduction 
in these rates of stamp duties, it would seem to me desirable 
that consideration should be given to the possibility of 
making the rates preferential in respect of Home and 
Imperial securities as compared with foreign securities. 



APPENDIX m. 
CURRENCY SYSTEMS OF 

GREAT BRITAIN, U.S.A. AND CANADA. 
BY 

Sir FREDERICK WILLIAMS-TAYLOR. 

It is necessary to specially draw attention to the fact 
that this memorandum was prepared previous to the suspen
sion by Great Britain of a gold standard. 

GREAT BRITAIN-MONETARY SYSTEM. 
Under the Currency and Bank Notes Act of 1928 the 

Bank of England may issue notes against securities to the 
extent of £260,OOO,OOO-the Fiduciary Issue. Above that 
amount every note must be covered by 100 per cent. gold. 
Provision is made, however, that the Bank may increase the 
amount of the fiduciary issue at any time with the consent of 
the Treasury. This facility has been availed of in the 
present emergency. 

The following is a copy of the Bank of England State
ment for the week ended the 22nd July :-

Notes luued: 
In Circulation 
In Banking Depart

ment 

Issu. Depa~tm ... t. 
II 

356.098.249 

52,675.597 

II 
Government Debt .. , II,OJ5,I00 
Other Govt. Seauilies 233,267,54d 
Other Securities 11,625,738 
Silver Coin 4.091,610 

Amount of Fiduciary 
Issue... ... ... 260,000,000 

Gold Coin and Bullion 148,773,846 

1!408.773,846/ 1!408.773,846 

Proprietors' Capital.,. 
Rest ,_, 
Public Deposits (includ-

ing Exchequer, Sav .. 
ing. Bank, Com
missioners of National 
Debt, and Dividend 
Accounts) ... 

OIlIer Dope';rs: 
Bank .... £60,179,250 
Other Accounts 

1!32.764.378 

7 Day and OIlIer Bill. 

Banking Depa~tm ... t. 

II I II 14,553,000 Govt. Securities _.. 34,375,906 
3.526.307 Other Securities: 

I D:~::.an:',098.770 
I Securities £31,978,676 

39,075,_ 
Notes... •.. '" 52,675,597 

16,373,. Gold and Silver Coin 1.270,738 

92.943.828 
1,454 ----

11127.397.867 11127.397.867 
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The reserve of gold and notes in the Banking Depart
ment against deposit liabilities was 49.3 per cent. The 
reserve of gold in the Issue Department against the notes in 
circulation was 41.78 per cent. 

GREAT BRITAIN-MONETARY SYSTEM. 

OBSERVATIONS. 

It is alleged against the British system, first, that it is 
inelastic, i.e.,· that it checks expansion of home production 
unless that expansion is accompanied by such an improve
ment in exports as would bring more gold into the country, 
and secondly that under it a demand for gold elsewhere for 
purposes entirely disconnected with the state of British 
industry, for example, for speculation in America, may 
reduce currency and credit at home just when they are most 
needed. 

With regard to the first point, as England is largely a 
manufacturing country relying upon its export trade, it 
follows that the volume of production i. dependent upon the 
demand from overseas, and it is doubtful if prices have often, 
if ever, been forced to a level resnlting in the serious 
curtailment of that demand because of credit restrictions. 

With regard to the second point, money will always seek 
the market where it can be employed to most advantage, 
but if it be practicable to establish measures to prevent the 
transfer of funds overseas from restricting the volume of 
credit available for British industry so much the better. 
But any such measures that would impair confidence in the 
credit of the United Kingdom would defeat their object as 
their imposition would accelerate the withdrawal of foreign 
balances employed in the London market and force the 
Bank of England to raise its official minimum. 

Upon London's prestige as a financial centre depends 
the ability of Great Britain to preserve the income earned 
in respect of international banking and associated services 
which income, with that earned on forign investments, has 
been sufficient to maintain a credit balance of payments, 
notwithstanding a substantial excess of imports over 
exports. At this time it would seem to be essential that 
confidence in this country's financial stability should be 
preserved, and this fact should be born in mind in consider
ing the Macmillan Committee suggestion to divorce our 
home currency from the gold basis and to use gold only to 
maintain the exchanges. 
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British bankers in general do not agree with the 
contention that industry in the United Kingdom has suffered 
from insufficient short credit. To-day we are experiencing 
a lack of demand rather than an under supply of credit. 
There is probably room for some improvement in our 
organisation, say by the creation of a financial institution 
specially organised for the purpose of providing industry 
with longer term loans than bankers are prepared to grant. 
I t is assuredly contrary to good policy for our big banks to 
tie up thus any substantial proportion of their resources. 
The banking difficulties experienced on the continent since 
the war have been attributable to no small extent to frozen 
loans in industry. The present financial crisis in Germany is 
all example. 

The Bank of England regulates credit, and it is 
pertinent to say here that the volume of bank credit bears 
little or no relation to the note circulation. The perfection 
in the use of the cheque system in this country provide. 
great elasticity in our credit system and relegates currency 
almost to the category of pocket money. 

The Bank of England increases or reduces credit by 
operations in the open market, buying bills and securities 
when it wishes to implement available funds and selling 
these counters when it is. deemed necessary to curtail credit. 
The official minimum is raised when the Bank finds it 
necessary to protect its reserve of gold but, it is contended 
that the effect of an increase of I per cent. in the Bank 
Rate on production is infinitesimal. 

So far as international trade is concerned the British 
system is indubitably a highly valuable factor in its develop
ment. The London discount market is pre-eminent, the 
sterling bill is regarded abroad as the nearest approach to 
gold and does in fact fulfil the functions of an international 
currency. Discount rates in London are not subject usually 
to such violent fluctuations as occur in other financial centres 
and the knowledge and experience of the discount houses 
is of inestimable value. 

It may be said without fcar of contradiction that the 
British monetary system compares very favourably with 
that of any other country. Take France where the monetary 
system is undeveloped. France has no discount market an<l 
the Bank of France is legally prohibited from operating in 
the open market and is therefore deprived of that means of 
regulating credit. Re-discount facilities are available to the 
other banks but they are backward in using them for 
the reason that the Central Institution is in competition with 
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them through its branches and agencies; moreover. the 
Bank of France usually charges 2 per cent. over its official 
minimum for such facilities. Therefore, notwithstanding 
the vast accumulation of gold in the Bank of France, the 
other banks have been obliged to withdraw their balances 
from abroad in the form of the precious metal in order to) 
obtain additional credit. The elasticity of the French 
system is limited because of an undevloped cheque system 
and settlements are more usually effected in note currency. 

UNITED STATES-MONETARY SYSTEM. 

THE FEDERAL RESERVE SYSTEM. 

The currency of the United States is largely Federal 
Reserve Notes which must be covered to the extent of not 
less than 40 per cent. in gold (except under special circum
stances) and the balance of 60 per cent. in certain forms of 
collateral, viz. :-

(1) Paper endorsed by member banks and drawn 
for strictly commercial, industrial or agricultural pur
poses, or for the purpose of carrying or trading in 
securities of the United States Government, in other 
words paper which is eligible for rediscount at a Federal 
Reserve Bank. 

(2) Bills of exchange endorsed by a member bank 
and bankers' acceptances bought by the Federal Reserve 
Bank in the open market. 

(3) Gold and gold certificates. 

Federal Reserve Notes are obligations of the United 
States Government and are a first lien on all assets of the 
Federal Reserve Banks. Member banks subscribe to stock 
in the Federal Reserve Bank to the extent of 6 per cent. 
(one-half of which is paid up) of the capital and rest (or 
surplus) of the subscribing bank and the uncalled portion of 
the subscription remains as a liability of the subscribing bank 
even in case the latter is bankrupt and the payment of the 
uncalled portion entails demand under the double liability 
clause. Member banks are able to obtain fresh currency 
against rediscounted paper or other II eHgible It paper, to 
the extent of 100 per cent. of its face value, but of course 
such notes must be c\lvered by a gold reserve of 40 per cent. 

Federal Reserve Notes are redeemable in gold on 
demand at the United States Treasury. 
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The note issue enjoY9 a high degree of elasticity 
through the rediscounting privilege of member banks 
described above. 

The power of determining the extent to which the 
Federal Reserve System as a whole should issue notes resta 
with the Federal Reserve Banks, but is understood never to 
have been exercised. 

Federal Reserve Banks are required to maintain a 
reserve of 35 per cent. in gold or .. lawful money" which 
incidentally includes .. silver certificates" against their 
demand deposits. 

Member banks must maintain with their Reserve Bank 
reserves against their demand deposits and time deposits, as 
follows :-

Banks. 
Central Reserve City Banks 
Reserve City Banks 
Country Banks 

Demand. 
13% 
10% 
7% 

FEDERAL REiERVE BANKS. 

Federal Reserve Notes in circulation as 

Time. 
3% 
3% 
3% 

at 8th July, 1931 
Against which gold was held ... 
Total Deposit liabilities as at same date 
Ratio of gold reserves to deposits and 

'1,736,922,000 
• 1,994,380,000 
$2,527,346,000 

Federal Reserve Note liabilities 
combined 

Ratio of total reserves to deposits and 
Federal Reserve Note liabilities 
combined 

80.3% 

84.2% 

UNITED STATES-MONETARY SYSTEM. 

OBSERVATIONS. 

The Federal Reserve System is complicated and without 
an intimate knowledge of its operation it is impossible to 
describe its inRuence on the credit structure of the United 
States. There are critics of the System within as well as 
without America. 



The Federal Reserve System is centralised and con
troDed by the Federal Reserve Board in Washington, which 
includes the Secretary of the Treasury, but there are twelve 
Federal Reserve Banks in the United States spread over a 
vast area, many of them being from 1,000 to 3,000 miles 
from Washington_ The Governors and Directors of these 
district central institutions detennine, speaking generally, 
questions of policy 'in their respective districts, some of which 
are financial, others industrial or agricultural. Centralised 
control of general policy is therefore exceedingly difficult 
and co-ordination between the several districts almost 
impossible. A criticism level1ed against the Federal Reserve 
Board is absence of objective. 

It is also contended by some CritICS that the Federal 
Reserve System has no effective control over the banking 
system of the United States owing to the fact that only 
26 per cent. of the 30,000 banks in the country are members 
of tbe Federal Reserve System, which cannot be said to be 
ful1y established until 100 per cent. control is obtained. 
Another defect in the monetary system of the United States 
is that there are far too many smaD banks. If branch 
banking had been adopted in that country as in Great 
Britain and Canada and as recommended by Alexander 
Hamilton, from whom Canada got the idea, the difference 
it would have made to the United States is incalculable. 

There is a discount market in New York, but it is 
undeveloped as compared with London and is not an 
important factor in the credit machinery. It is true there 
are some $1,300,000,000 American bank acceptances out
standing, but the Federal Reserve Board aims to regulate 
credit mainly by purchasing or selling Government securities 
(vide Section 14, Sub-Section (b) of the Federal Reserve 
Act), and not bills of exchange. Moreover, the most 
important single factor in the N ew York money market is 
not the bill market but the cal1 loan market in which loans 
are extended against Stock Exchange col1ateral. This has 
obvious disadvantages. During the Stock Markets boom 
!he large corporations in the United States took an active 
part in cal1 market operations and there considerable lending 
powers were outside the control of the Federal Reserve 
Banks. Incidental1y it is claimed that the Federal Reserve 
Board did not utilise the rediscount rate weapon in order to 
control the situation. 

There is another feature of the Federal Reserve System 
which demands attention. 
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The official discount rates of the Federal Reserve Banks 
are maximum rates and not minimum rates, so that banks 
are able to make a profit on purchases by rediscounting with 
the former. The question as to whether the Federal Reserve 
rate should not be a penal rate, i.e., always higher than the 
outside rate for similar accommodatjon, is one of consider .. 
able controversy. 

Federal Reserve Banks may not have directly encouraged 
the wild speculation that occurred during the boom, but 
Member Banks were able to utilise the rediscounting 
facilities with the Federal Reserve Banks provided under 
the existing system and make advances with the proceeds 
against Stock Exchange securities. 

The absence of Federal Reserve Bank control over the 
use of credit obtainable by Member Banks through dis
counting commercial paper is undoubtedly a weakness in the 
system. The many bank failures that occurred after the 
slump in America, and have occurred following the fall in 
real estate values and in commodity prices, points to a 
defect in the macbinery. 

Another criticism of the American system is that a 
vicious circle may result from the ability of the American 
banks to obtain credit freely on trade bills, as this increases 
purchasing power which in turn creates more bills. 

There are some who contend that credit does not 
expand and contract automatically with the needs of industry 
under the American system and that it is not effective in 
maintaining price levels. This, however, is a highly con
troversial question, and one on which it is dangerous to 
express an opinion without dose study and investigation. 

Finally, the Federal Reserve System came into oper,,
tion after the commencement of the Great War, which was 
instrumental in converting the United States from a debtor 
to a creditor country. Moreover, the vast accumulation of 
gold by America since 1914 has obscured the real situation, 
and made it difficult to determine whether the system is a 
good one. 

The Federal Reserve System was created primarily to 
correct the currency and banking system, described as 
uncivilised, also to serve the domestic needs of the country. 
It cannot be claimed to have actively benefited international 



trade, partly owing to the comparatively ~developed. ~s 
count market, but chieOy, perhaps, owmg to pohncal 
in8uences. 

THE $:ANADIAN MONETARY SYSTEM. 

DOMINION NOTE ISSUE. 

The Government is authorised to issue notes up to and 
including $50,000,000 against a reserve in gold equal to one 
quarter of that amount (Dominion Notes Act, 1914). 

An Act passed in 1915 empowered the Government 
to issue notes up to $26,000,000 without gold cover 
($16,000,000 to be against specified Canadian Railway 
Securities guaranteed by the Dominion Government, balance 
of $10,000,000 uncovered). 

Notes in excess of $76,000,000 may be issued, but such 
excess must be covered by "gold, except as provided under 
the .. ~jnance Act" (explained hereafter). 

BANKs-NOTE ISSUE. 

Under the Canadian Bank Act, the Chartered Banks are 
authorised to issue notes to the aggregate of (a) the amount 
of the unimpaired paid-Up capital of the bank, and (b) the 
amount of current gold coin and of Dominion Notes held for 
the Bank in the Central Gold Reserves. 

To meet th~ heavy demand for currency during crop 
moving, each bank is authorised to issue from the first day 
of September to the last day of February additional notes to 
an amount not exceeding 15 per cent. of its combined unim
paired paid-up capital and rest or reserve fund. Interest at 
the rate of not exceeding 5 per cent. per annum is charged 
on this additional circulation" 

Bank Notes are not legal tender. 

All banks are required to maintain on deposit with the 
Government in a common fund an amount equivalent to 
5 per cent. of their average note circulation, excluding the 
value of notes covered by their deposit in the central gold 
reserve. This fund is held for the sole purpose of paying the 
notes of any bank should it suspend payment. 



Bank Note issues are a first charge on the assets of the 
banks, and are in addition secured by the shareholders' 
liability, equal to the par value of shares, i .•. , a double 
liability, as well as by the deposits of banks in the circulation 
fund referred to above. 

Provision for the creation of additional' credit facilities 
is furnished under the Finance Act of 1914 which permits the' 
Minister of Finance to make advances to the Chartered 
Banks by the issue of Dominion Notes against approved 
security of a very wide range :-

(a) Treasury bills, bonds, debentures or stocks of 
the Dominion of Canada, Great Britain, any province 
of Canada, and of any British possession. 

(b) Public securities of the Government of the 
United States. 

(c) Canadian municipal securities. 

(d) Promissory notes and bills of exchang-e secure4 
by documentary title to wheat, oats, rye, barley, com, 
buckwheat, fiax or other commodity. 

(e) Promissory notes and bills of exchange issued 
or drawn for agricultural, industria1, or commercial 
purposes and which have been used or are to be used 
for such purposes. 

The rate charged for borrowing under the Finance Act 
is fixed from time to time by the Treasury Board-it has 
remained at 4~ per cent. since September, 1928. Repay. 
ments must be made in Dominion Notes. 

TOTAl. NOTE IssUE~ls~ MAY, 1931. 

Dominion Notes in Circulation-$152,Z50,000, against 
which gold was held equal to 56.36 per cent. 

Bank Notes in Circulation-$143,750,000, against which 
deposits in Central Gold Reserve amounted to $29,130,000 
and deposits with Minister of Finance in circulation fund 
amounted to $6,804,000. 

N . B.-The total capital of the Chartered Banks on the 
same date was $144,500,000. 



REASONS WHY CANADIAN llANK. NOTES ARE ,\ 
BETTER FORM OF CURRENCY THAN DOMINION 

NOTES. 

(lIIemorandum prepared by the late Sir Edmund Walker, one 
of the greatest Banking Authorities in North America.) 

The best paper money in the world, in my opinion, and 
the only paper money that should be permitted, except under 
stress of war, when everything is contrary to the usual, is 
such a note as that issued by a Canadian Bank, and I shall 
now try to make that clear. It was suggested at the 
beginning of the war that bank notes be made a legal 
tender, but this we had the good sense to refuse. The 
fundamental thing about the Canadian Bank Note is that 
it is issued always to perform some credit service; it 
generally goes out to do something definite. After it has 
done that one thing, and perhaps a second or third thing, it 
comes back and is redeemed and disappears. It is only 
a temporary instrument pllt out to perform a service and 
when it .performs that service it comes back and is killed. 

So far as its security is concerned, it is the first charge 
upon the bank, ahead even of the state, and every bAnk 
guarantees by a very simple system the notes of every other 
bank. We thus have a quality which we did not have 
.. originally," although the National banking system of the 
United States did-that under no circumstances can any 
private individual lose on bank notes by the failure of the 
bank or through geographical reasons, because the note is 
a long way from ,home. Every Canadian bank is forced to 
have in every Province of Canada a centre of redemption. 
So we have a circulation which can only be inllated because 
prices are inllated and an undue amount of loans have been 
made by the bank. When prices fall and loans are 
restricted the bank note circulation at once lessens in volum(! 
in precise accordance therewith. 

The notes issued by a state bank or any notes issued by 
a government, if they are legal tender do not come back 
regularly for redemption. They will, if the individual 
holding them needs gold, but as a matter of fact there is 
no such thing as the daily withdrawing of such notes after 
they have performed their particular service. If they are 
notes of the government, I ask you to remember that their 
mission each time they go out is to transfer a mere evidence 
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of debt from one man to another they are only an evidence 
that the government owes money to somebody, not that 
some commodity is being produced or moved to market. 
The money passes by virtue of a fiat, and is apt to stay out, 
because it is a legal tender. Thi. is the difference between 
the two systems. You can have a country most seriously 
inflated by the issue of too much fiat money. You will find, 
very few countries in the' world where the privilege of note 
issues is left to the banks. In almost every country that 
privilege is sooner or later taken away from the banks and 
given to the government, or to a central bank, which is the 
government instrument, The reason for that is almost 
invariably the same; war has caused the country to resort 
to some form of expressing debt, one form of which has been 
an issue of legal tender money, and almost always the 
bank's circulation privileges have been taken away in order 
to put this into circulation. 

CANADA-MONETARY SYSTEM. 

OSSERVATIOllS. 

The Canadian monetary system has proved itself in point 
of elasticity entirely adequate to take care of the progressive 
needs of the country during its rapid development. On no 
occasion has the financial machinery failed to, satisfy the 
demands made upon it. ' 

A feature of the system has been the stability of interest 
rates over a long period of ycars, and this, it must be 
admitted, is an inestimable' advantage to the trade and 
industry of the country. During the war years, and again 
during the stock markets boom when rates were prodigiously 
high in other monetary centres, the rate in Canada for good 
commercial loans remained at 6 per cent. per annum. 

The Dominion Government and the Canadian banks 
have concentrated upon domestic needs and with success. 
The currency is fully secured and productive capacity has 
never been impaired because of insufficient credit. Ample 
resources are available to enable the banks at all times to 
finance industry, particularly agriculture, for which special 
provision is made as indicated above. 
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The relationship of the Canadian Monetary System to 
international trade is remote. There is no Central Bank or 
money market in the Dominion such as exists in other 
countries. There has been no occasion for Canada to 
develop its monetary system internationally, and it is 
pertinent to mention that its comparative isolation in this 
respect has proved of distinct advantage during recent times 
when the great financial centres have been involved in serious 
difficulties. Had Canada possessed a short loan market it 
would have inevitably suffered the embarrassment of heavy 
withdrawals of funds, with the consequent evils-heavy 
exchange depreciation, loss of gold and loss of credit, more 
especially as the depression in commodity prices, particu
larly wheat, has made Canada's trade balance adverse 
during the last year or two. 

As it is, although Canada has been off a gold basis for 
a period ber credit has remained unimpaired during these 
times of crisis as is evidenced by the fact that Government 
Securities are on a 41 per cent. basis, while Provincial and 
good Municipal Securities ·are on a 4! per cent. to 4! per 
cent. ~.:'sis-all approximate. 

It may be that in good time when the greatly desired 
international financial co-operation is established, Canada 
will have to reorganise on international lines. Meantime l 

she is a young country faced with the problems incidental to 
rapid development, and it is scarcely surprising that she is 
disinclined to become involved in the monetary matters of an 
international nature. The several crises that have occurred 
recently, the criticisms levelled against monetary systems in 
the older cour$"ies, and the absence of co-operation 
financially between the great nations prove that it is good 
policy for Canada to bide her time. 

(28th Sept., 1931.) Following the suspension of the 
gold standard by Great Britain the Canadian dollar has 
depreciated in terms of the U. S. dollar to the extent of n 
per cent., and is now at a discount of 91 per cent. This 
adverse movement may be regarded as to a great extent 
sympathetic with the fall in the value of the [, sterling, but 
a contributory factor has been the nervousness prevalent in 
the United States recently, due to the unsatisfactory con
ditions prevailing in that country which has resulted in sales 
of first-class Canadan securities and the transference of 
proceeds to the United States. 
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The value of the Canadian dollar is above gold export 
point in terms of sterling. The exchange rate is 4.25 to 
the [" which compares with about 4.95 on September 19th. 
This change is explained by the fall in the sterling-dollar rate 
to 3.80, and allowing for the higher discount on the Canadian 
dollar in terms of the U. S. dollar. 

The Prime Minister of Canada has stated that Canada . 
has no intention of departing from the gold standard. 



The Problem of To-day. 

IN~FLATION 

DE-FLATION 
RK-FLATIO~ 
THEIR EFFECT ON 'filE COMMODITY PRICI; LEVEL 

An attempt to discuss them in 
simple words 

BY 

WALDRON SMITHERS, M.P. 

Further oopieJ may be obtained from the Mall&ger, Kml.ilh Timu, 
8idcup, Kent. 



II Errors are warnings, not signs of the hankruptcy of the intellect; 
we do not dispense with clocks because sometimes they tell the time 
wrongly." 

Martin d'Arcy . 

.. NoW', Gentlemen, l~t .. ~ d~ something U;.day that the world may 
talk of hereafter!' 

AdmiTaJ Collingwood, October 21st, 1915. 

We shall do 80 much in the years to come, 
But .what have we done .to.day? 

We shall give our gold in a princely 8um, 
But what did we give to-day? 

If all the good people were clever, 
And all clever people were good, 

The world would be nicer than ever 
w. thought that. it p ... ibly coold. 

But alas it is seldom or never 
The two hit it off as they should; 

The good are 80 hard on the clever, 
The clever 80 rode to the good! 

N. Waterman_ 

Eli'&abeth Word3w01th. 

II Though a man witbout money is poor, a man. with nothing 
but money is. poorer. to 
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IN-FLATION 
DE-FLATION 
RE~FLATION 

l.-DIFFICULTIES OF DEFINITION. 

There is a great deal of talk, both in Parliament and 
the Press, of Inflation. It is not possible to define inflation 
(in the sense that it is used in relation to currency) in two 
or three words. The following is an attempt to explain what 
it means in simple language. 

If you take a motor tyre and pump air into it, you 
infl~Jte it, and if you inflate it too much it burstl. If the 
tyre is complefJely deflated, it. is no good.' if it is inflated to 
e.,cess, it ;,. .till no good. 

The problem is to put just the right amount of air into 
the tyre to insure the car's being run with the maximum 
efficiency: so that the car, of which the tyre is a vital part, 
may be properly supported and run with smoothness and 
stability and so that the bumps on the road shall be noticed 
as little as possible by the occupants. This simile gives an 
idea in broad outline, but, like all similes, must not be pushed 
too far. 

THE' .FUNCTION OF MONEY IS TO PROVIDE 
A MEANS OF EXCHANGING GOODS 

AND SERVICES. 
2.-INFLATION A BAD WORD. 

This being its normal application, the word is really 
inadequate for the meaning it is intended to convey in regard 
to credit and, in any event, it is so loosely used that it 
requires careful qual:i1ication. To understand this, we must 
trace briefly the successive stages by which money has become 
the elaborate medium of exchange that it is to-day. 

3.-0RIGIN· OF MoNEY. 

The origin of money is to be found in the need for a 
medium by which good. and service. can be exchanged. 
In. the most primitive state of societ~ each man (or family) 
provided hi. own primary necessities: Food, Clothing, Shelter. 
There was no need for any exchange, nor for any money. 
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4.-DIRECT BARTER. 
'As so~ial conditions dev~lope.iI and became more stabl 

human units began to co-operate; the:r did not aU produ 
all their needs, but specialisea to 'some extent and' exchang' 
one commodity lor another direct: for instance, the cultivat 
gave grain to the forester in exchange: for wood. From su, 
small beginnings the practice of Barter grew. 

5.-PRECIOUS METALS RECOGNISED AS. ALWAYS BARTERABL 
Gradually the metals gold and silver-partly owing 

their comparative scarcitY--ilame to pe recognised as COl 
modities which could be bartered for any other commodi 
at varying rate. (In our oWn country, the pound of Sterlil 
Silver became the medium which was universally T8Cognis, 
as " barterable " for any kind of commodity). 

6.-GOLD AND SILVER AS PURCIIA.SING POWER. 
Gold and silver, then, gradually came into general u 

as recognised means through which commodities could . 
exchanged, and, as such, conferred on their owner the rig. 
to purcha.e. 

[The value and worth of the £1 or lOs. currency no 
to-dar is that it gives to the Dwner the right to purchase 
certam quantity of goods. It is important whether that rig, 
to purcha.e is for many or for few goods, i.e., whether tl 
£1 or lOs. note's purchasing power is small or great.] 

7.-BANKS--HoLDERS OF A RESERVE OF PURCIIA.SING POWE 
Those who stocked or hoarded these metals came 

possess a reserve of purcha.ing power which they were ab 
to lend to others, and, from these beginnings sprang tl 
Bank which, as well as lending money, would receive, tal 
care of, and give interest on it. 

8.-" CREDIT-MONEY." 
It then became possible, as Banke and merchants becan 

known to hold reserves and to be stable, to exchange goo, 
by means of '.' credit," i.e., paper promises or orders to pa, 
hence, cheques, bills of exchange, and notes. 

Such credits had a gold and silver value as their ba. 
and later (as silver came to be produced on a much larg 
scale) on the single basis of gold. 

The available amount of money (i.e., credit and curren.,
outgrew the actual amount of !fold in stock as the power . 
produce goods and render services increased and demand, 
an increasing supply of .. EXCIIA.NGE MEDIUM." 
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9.-INFLATION AND DEFLATION. , 

The equation thus produced betweep purchasing power 
on the one hand and available' goode and services on the 
other may be .represented by the .following' diagram:-

, ", B' A 

Goods and Sernoes. 

Potential capacity 
to produce goods 

and ser,·ices. 

Gold & 
Silver. 

= 'Paper 
lIoney. 

,·Bank 
Credit. 

B ·• ...... ··A· 
If, at any time~ the equation shown above is altered 

by an increase of the money figure to line A-A, inflation 
takes place; if 'by a decrease to line B-B, deflation takes 
place. In the former case---that of in/lation---prices of goods 
and services (H the commodity price level ") rise (unless a 
corresponding production and exchange of commodities and 
services accompanies the change). In the latter case---that of 
dejlation---prices of goods and services (H the commodity price 
level ") fall, and business declines. 

If deflation is pushed to an extreme degree (i.e., if the 
right hand square is diminished or obliterated), the possibility 
of doing business is proportionately destroyed, because the 
medium for exchanging goode -and services ceases to exist. 
No course is left open but a return to the H barter" of 
primitive man. 

If inflation is pushed too fast or goes too far, prices rise 
too quickly and become' unstable. Confidence is shaken, 
because credit is unduly strained (" the tyre is over-inflated ") 
and business is' impaired. 

Both inflation and deflation lead to a re-distribution of 
the national wealth 88 between on& class and another, e.g., 
between the debtor an,d the' creditor. 

10.-
, The term In/lation is te-chnically used 'to mean the 

printing of notes-as an alternative to raising revenue---to 
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pay for Government expenditure. * The effect of this is to 
expand purchasing power, without any provision being JJ)ade 
for a .. balancing" supply of goods and services behind that 
purchasing' power. The term inflation is also loosely used 
to describe any' expansion of credit even when legitimately 
and naturally required to finance trade. This is unfortunl'te, 
since the associatlOn of spend-thrift finance with the technical 
uses of the word inflation tends to discredit all measures of 
credit expansion however legitimate and desirable. 

So long as revenue is raised to cover expenditure--or, 
conversely, if expenditure is kept within income-a balancing 
supply of goods and sernces is achieved and equilibrium 
is maintained. ·An excessive burden (i.e., of taxation) may 
be and, in fact, is laid on industry in this way, but technically 
" inflation" cannot take place. 

[*This Jstatement is subject to the qualification that if a 
Government has maturing debt to meet and is unable to 
re-borrow, it may be forced to print notes, that is to inflate. 
just in the same way as if it had a deficit which it could 
not cover. In fact. however, a Government which has a 
balanced. Budget will almost always be able to re-borrow to 
meet maturing debt without inflation.] 

11.-
The whole world . has been ?,oing through a progressive 

period of deflation since 1924. The money supply has been 
curtailed by:-

(a) 

(b) 

The reduction of credit by the limitation of fiduciary 
note issues, on an arbitrary gold basis; 

The removal of the bulk of the gold supply to and 
. its sterilisation in the cellars of lS' ew York and 

Paris in satisfaction of war debts which could 
not be. liquidated by any other means. Thi. 
hoarded gold has ceased to be allowed to operate 
as a means of exchange, has ceased to be used 
as a means for settling balances of trade, has 
not been relent to .oth~r. (debtor) countries. 

Both France and America ha ... e demanded payment 
and have at the same time monopolised the 
means of payment by hoarding gold and ha ... e 
not been willing to. take payment in goods and 
services; America in particular has made pay
ment impossible bv maintaining high tariff 
barriers. Gold' has" become a commodity and 
has been " cornered." It has ceased to be an 

_ "e:echange medium" sud so can _ no longer 
.perform its functions as a b!!sis of exchange. 
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l2.-
As a result of these processes, the equation (see diagram, 

section 9) has been upset and prices have fallen to a· point 
at which wages can no longllr be paid (i.e., unemployment 
.occurs}, and debts can no longer 'be met (i.e., default takes 
place). " 

13.-REFLA."rON. 

The policy of s<>-<>aIled reflation contemplates the increa.e 
of credit IUppliel (bank 'n..oney, currency or coin) to a point 
which will make it possible for gouda ,and services to be made 
and exchanged (i.e., for wages and debts tlrbo l)aid). 

Thus reflation means the expansion of credit;' 'with a 
view to restoring the equilibrium between productive capacity 
and money supplies, by raising commodity price levels and 
reversing some of the effects of deflation. The precise point 
at which equilibrium will be restored must necessarily vary 
with circumstances. 

Inflation of the dangerous kind (referred to in section 10 
and her~after in section 21) can only occur when National 
expenditure out-runs in-comings, and has to be met by 
printing notes. 

14.-GOOD AND BAD INFLATION. 

Ea,panlion of the money .,upply (loosely called inflation) 
to balance the power o~ ·production and exchange-THE 
N.'TIONAL BUDGET BEING llALANCED--is healthy and normal. 

[Note: These introductory sections are intended to show 
that the word " inflation" is used in two senses. Whether 
the process is healthy or disastrous is partly a matter of 
degree, partly a matter of method, and partly a matter of the 
circumstances in which it is effected.] 

ENGLISH MONEY ~UPPLY: 
BANK OF ENGLAND THE CONTROLLING FORCE. 

15.-
If IOU look at the return of the Issue Department of the 

Bank 0 England for the 11th May, 1932, you will see on one 
side that the " Notes, issued" total 395 million pounds; and 
on the other side, as security for these notes, there is a Govern
ment debt 'to the Bank of 11 million pounds, Government 
securities of 195! million pounds, other securities of 64! 
million pounds, and Silver Coin of .£3,800,000, making a 
total of the fiduciary issue of 275 million pounds. 
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In addition~ there is 'Gold Coin' and Bullion of 120.8 
million pounds, making a total of 395 million' pounds, which 
is the same total as 'that of ,the notes issued.' . 

'Here -is the actual table:-
BANK OF ENGLAND : ACCOUNTS, MAY 11m, 1932. 

N ot.es issued : 
In Circulation 
In Baoking 

Department 

16.-

Iss"" D"""nIENT. 
£ I 

I 
·Government Debt 

358,313,746 Other GovernJDCJat 
Securiti.,. ... 

37,502,648 - ~:::~ g::itiea 

£ 
11,015,100 

195.509,394 
64,664,339 
3,811,167 

Amount of Fiduci8ll'y 
Issue ... .0. .0. 275,000,000 

Gold Coin and Bnl· 
lion •.• ..• •.. 120,816,394 

£395,816,394 £396,816,394 

It will be seen, therefore, that for every '£1' note we 
have in our pockets, about one-third is represented by gold 
and two-thirds by Government and other securities, and a 
small bit of silver. 

Now, we are 011 the Gold Standard. The Bank of 
England is no longer obliged to settle claims in gold or to'. 
buy any gold offered to it at a fixed price as heretofore. 
The metal is, therefore, accepted as a partial basis for our 
currency because' a traditional and arbitrary value still 
attaches to it on account of its legal basis in some other 
countries. 

17.-
The amount of the fiduciary iBBue is fixed by law (subject 

to increase with the approval of Parliament) and is at the 
moment 275 million pounds (see table in section 15). So the 
supply of currency notee is strictly limited. 

In practice, busineBB is conducted mainly (with cheques) 
by Bank credit given by the Bank to a client with or with
out security. The fact that you have a credit balance at a 
Bank gives you the power to draw against it to pay your 
debts, your wages, and, in fact, any claims upon you. 

18.-S0LE SOURCE OF CREDIT SUPPLIES. 

Only the Bank of England can increase the total credit 
available within the country. It can do this:-

(a) 'By lowering the Bank Rate and thus attracting the 
inflow of foreign money; or 
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(b) ..By purchasing Gover~ent securities,.paying for 
- • them in " BaQi" money, and thereby'increasing 

the avaUable credit supplies of the Joint Stock 
Banks, which the latter can, in turn; advauce 
to industry in any form. If required, further 
notes can be iBBued against, securities held by 
the Bank of England, should the Gover~ent 
and Parliament think it desirable to increase the 

,!imit of the fiduciary note issue. 

The following extraet from the Midland Bank Monthly 
Review (April-May, 1932), puts the point very clearly:-

.. How, then, it may be asked, is the quantity of 
money determined? Here again the public is by no 
means generally enlightened; but for the present purpose 
w!' must content ourselves with plain statements of 
irrefutable propositions. The quantity of Bank deposits 
-and with it, as a subsidiary item, the amount of 
currency in circulation-is determined by the quantity 
of ," Bank cash," for the Banks maintain a fairly con
stant ratio 'between their cash reserves and deposits. 
But they themselves have no control over'the quantity 
of cash available as the basis of their deposits; thi. iI 
enti~ely and ab.olutely UndM the con~ol 0/ the Bank 
of England, as the ultimate custodian of ca.h ~e.e...,e •• 
If cash reserves shrink, then the Banks must contract 
their deposits, by calling in loans or disposing of other 
assets. It follows that the fall in Bank deposits is solely 
traceable to a restriction in Bank cash, and the amount 
of Bank cash is solely the resultant of the policy adopted 
for the time being. ' 

" As the cost of borrowing money is mainly deter
mined by the Bank Rate, fixed by the centre! institution; 
the monetary policy of ~he Bank of England. . . . • 
controls the quantity of and rate for money." 

[Note: It is true that only the Bank of England can 
increase the basis of credit in the' country, but a great deal 
depends on what use first the Banks and then people generally 
make of the credit available. In recent months the Joint 
Stock Banks have nullified some of the effects of easy money 
by not reducing their, chlll"ges for overdrafts, and however 
easy money may be ,the desired Nfl in oommodity pMCfll will 
not come about unleBB ,there is sufficient enterprise to start new 
buainess. This depends largely on political confidence, not 
only at home but abroad. That is why so much depends on 
the outcome of the Lausanne and· Ottawa Conferences.] 
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PURCHASING POWER AND NATIONAL SOLVENCY. 
19.-

Credit (or currency), is, like any other commodity, 
subject to the law of supplr, and demand. If it is made 
dear, business is impeded; 1f it is made readily available 
and oheap enough, it will be used the more freely for purposes 
of trade. . 

But then comes the question: if you increase the supply 
of credit, how can sufficient backing be maintained for that 
increased supply, so that the value (purchasing power) of 

_ e~ch note will not go down P 

20.-CREDrr AND HONESTY. 
For, after all, if you will look at the little table (see 

section 15) again, you will see that, except for the gold, the 
only backing for the currency notes is the honour and credit of 
England, as represented by Government and other securities. 
These are marketable and, in their turn, go up and down in 
value; and the value of the backing of the notes if our credit 
is impaired (as, for instance, it was in August, 1931, because 
of the fear of what a Socialist Government might do) may 
easily go down very quickly. 

rThe truth of this is seen in the marvellous return of 
confiaence in England, her credit and her honour, which has 
lately come as the result of the expression of National' 
character in the General Election of 1931 and the consequent ,. 
return to power of a National Government. Foreign money 
has poured into England with a consequent spectacular rise 
in the price of Government Securities (the backing of our 
currency notes) and a bank rate down from 6 per cent. to 
2! per cent.] 

21.-
This is what happened in Germany soon after the War. 

Revenue was not raised but money was borrowed and notes 
were printed to pay for expenditure by the Government. 
Goods and services were NOT produced to justify the notes. 
These notes, therefore, lost their purchasing power and the 
national credit of Germany was destroyed. (See table 
section 9). 

The value (i.e., the purchasing power) of German notes 
so deteriorated, became they had no 'I1aZUl backing, that you 
had to give several thousands of marks (which, before the 
Wa.r, were worth 20 to the £1) to get your boots cleaned. 

22.-TRE PROBLnl. 

The problem really is, then, for us to try to arrive at a 
basis which will provide a sufficiency of Bank credit and 
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currency notes to enable our people, our contractors, and. our 
industrialists, to secure adequate means for exchanging. their 
goods and services, while at the same time making sure that, 
in so doing, the purchasing power of our money is not so 
seriously depreciated as to defeat the object we have in view. 

In other words, to return to our simile, we have to find 
just the right amount of air to pump into the tyre to carry 
the car smoothly, efficiently, and keep it "stable." If the 
car is rocking about all over the road, the passengers are 
nervous, have to hold on their hats, and are on the look-out 
for collisions. They cannot sit back with quiet minds and 
discuss business and the means to carry it out successfully. 

THE EFFECT OF CURRENCY POLICY 
ON INTERNATIONAL TRADE. 

23.-INTERNATloNAL TRADE. 
In all these considerations we must never forget that 

we are not self-contained, that there are other countries with 
currencies of their own, and that there are factors beyond 
our control which we must take into account. Any sudden 
or violeBt chanlJe in the value (purchasing power) of our £1 
note will have immediately world-wide reactions. Since we, 
more than any other nation, live by international trade, 
other countries must buy our currency (sterling) to pay us 
for the goods we export, while we must buy their currencies 
(dollars, francs, marks, lira, escudos, etc.), to pay them for 
the goods we import from them. 

This consideration is the more important-not only to 
us but to all the world-because with London ao its centre 
and sterling as the currency by which most of the commerce 
of the world is moved, London is, and must continue to be, 
the world's centre of payments, and sterling is, and must 
continue to be, the leading currency for transacting the 
world's trade. Such a situation has great advantage. but it 
also has great respomibilities. 

Our position is so strong and our decisions so vital to 
other nations that, probably, whatever lead we give, the rest 
of the world must ultimately follow if only for their own 
benefit. (May this be realised at Lausanne and at Ottawa!) 

24.-
When England went off the Gold Standard last August, 

the pound sterling ceased to rise in value, but gold continued 
to rise (i.e., prices of c'ommodities declined in terms of gold). 
Our paper ilurrency has proved itself stable since the (internal) 
purchasing power of the £ sterling is now about the same 
as it was last September, and for that reason it can truly be 
said that gold went 0/1 the ;£ and not the ;£ 0/1 gold. In 
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the coming international and empire conferences, these facts 
should \>e borne in ~nd and ,rubbe4, in, beca~se they are 
fundamental. ' 

"THE DILEMMA :,o~,D,EFLAl.'IO~.'" 
25.-DEFLATION Oll: REFLATION? ' 

In considering the policy of inJiation, the following factor 
is of first importance: the equilibrium, of our trade has been 
so upset by the deflationary pr(lcesses of the last seven years 
that we are faced with a dile'17llTna. 

Either we must increlJ86 the wholesale price level and so 
enable producers to sell their goods at a profit, which at the 
present moment they are unable to do (and this is the under
lying and outstanding cause of the world depression), or 
we must drastically reduce' both wages and the interest on 
fi:xed int61'est-bearing securities. 

·This would primarily affect the 7,00e million pounds of 
Government loans and the fixedcha,rges of all industrial and 
commercial concerns. It is obvious that such reductions, 
especially in England, could not take place without untold 
misery and grave risk. The average holdings of these 
securities is small and represents the savings, not only of the 
so-called rich, but of the Trade Unions, Provident Societies, 
Post Office Savings, War Savings Certificates, in fact-the 
accumulated savings, of our people as a whole. 

Mr. Walter RunciIllan, in the House of Commons on 
September 11th, 1931, and in a letter to The Times of May 
lst, 1929, estimated the number of small investors at 15 
millions, and the sum total of the capital which these investors 
command at £2,256,800,000. The figures may be set out 
as follows: - , £ 

Post Office Savings Bank 284,600,000 
Trustee Savings Banks 81,400,000 
Small Government Holdillgs 188,600,000 
Railway Savings Banks ... 18,400,000 
National Savings Certificates (Small 

Investors) ... ... ... ... ... 245,700,000 
Share of Ordinary Life Assurance Funds. 436,000,000 
Industrial Life Insurance Funds ... 233,000,000 
Buildinl!" Societies (Share Capital) ..• 268,000,000 
Industnal and Provident Societies ..• 221,000,000 
Friendly Societies ... ... ... ... 106,000,000 
National Health Insurance Approved 

Societies ,... ... ... ..• ... 58,000,000 
Co-operative Societies . , 116,100,000 

Total... £2,256,800,000 
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26.'-'-
If prices cOntinue to fali, all debt<>rs-'whether G<>vern

ments or individuals--will be ruined, because' the standard 
of price under which the debts were contract.ed has. fallen 
and the debtor has to produce, "UIlder"increasmgly ·difficult 
circumstances, more wealth to. pay his. debt. 

. A good illustrati';n: of this is to be found in the. follo~~g : 
During the War we must have bought from America IDlllions 
of bushels of wheat at $3.00 ro $3.50 per bushel. We are 
now being asked ro repay that debt with wheat selling at 
50.cents. a busheL So, in .terms .. of wheat, we must pay six 
or seYen bus4els' "OW for every· <>ne ~ushel- we b()Jlght ·then. 

27.-
Difficulties are increased when traders believe prices are 

going to fall and no one wants ro buy except from hand to 
mouth. 

People get nervous, producers have .atooks . left .on their 
hands which are going' down in value day by day, while 
wholesalers and retailers, buy oul:;t their minimum require
ments and keep their 'shelves comparatively empty. Confi
dence is destroyed; Banks fail (fortunately not in England) 
-we are not panicky people and our banking system is sonnd 
and wel\-managed). The dangers of the situation are further 
accentuated by the tendency of people ro hoard all the money 
they can lay their hands on and put it under their beds. 

28.-
All these factors, many beyond our immediate control, 

make it a difficult and anxiaus task for the Treasury and for 
the Bank of England ro decide what is the llest course till 
pursue. Few will disagree with the statement that prices 
must be raised if ruin is ro be. avoided, but the association 
of bankrupt finance with clUTency inflation has had the 
effect of scaring many people away from the.policy of " credit 
expansion" which our EngliAh record for loundne61 ,hould 
enable m to initiate. 

If on:Iy the truth could be realised, and political influ
ences--the power of which is often due to the ignorance of 
the electorate--could' be overcome, with a real· effort made 
for neighbourliness and goodwill, much could be accomplished 
at the Ottawa Conference and at the Debts and Reparations 
Conference at Lausanne. . 

At these Conferences and, indeed, in all considerations 
of these world problems, the united effort of US all must be 
roward. a 1II01Ietary polic1l that will rai,e the commodit1l 
price OO"e1.. . 
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The" Economist" says (May 28th, 1932, page 1167):
.. The very root of the problem as it exists to-day lies in the 
factor of time; the sands in the hour glass are running 
ominously low. It is imperative that ,the various aspects of 
the crisis should be tackled comprehensively and radically 
without delay." 

If political disaster-financial chaos-economic ruin-
the rapid development of Bolshevism-the breakdown of 
civilisation-all these-all over the world are to be averted, 
the Representatives of all notions at Lausanne and at Ottawa 
must have the courage, faith and vision to pursue an unselfish 
policy directed towards discovering how much they can put 
into the common pot; NOT how much they can take out. For 
let them be well assured there is mighty little left in the 
pot, and if the pot is emptied or broken we all perish together. 

29.-THE EFFECT OF WAR DEBT PAYMENTS. 
For this, it is agreed, the most vital preliminary step 

is to stop payments of Debts and Reparations by Germany 
'and the other debtor nations. These vast payments, with no 
commercial basis underlyin$ them, which hang over our 
heads have the effect of driving down prices and stopping 
trade. Unless they are wiped out they will continue to do 
this and will defeat any combined efforts that may be made 
to raise the price level, restore trade, and decrease unemploy
ment the world over (now estimated at some 20,000,000). The 
motive and reason for non-payment of war debts--and we 
must have the courage to give a lead to the world by saying 
so--is NOT fear of bankruptcy or even inability to pay, but 
the good of mankind. It is more blessed to give than to 
receive. England can say this because she has done every
thing possible in this direction. 

A BALANCED BUDGET AS A BASIS FOR 
CREDIT EXPANSION. 

THE NEED FOR ACTION. 

30.-THE ADVANTAGE OF A BALANCED BUnGET AS A BASIS. 
In the meantime, we in this country have done a great 

deal towards putting our own house in order and, by so doing, 
have started not only to save ourselves by our efforts but 
other countries by our example. 

We have balanced our Budget, we are taking steps to 
balance our trade; we have initiated an Exchange Equali
sation Fund for the purpose of preventing violent day to 
day :fInctuations of sterling in terms of other currencies. 
Sterling will, we hope, thus provide an anchor for other 
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lations to which t.hey can attach themselves in the present 
>conomic - aud- financial' stonn which is blowing round the 
world. 

11.-
Enough" has been aaid t~ show that the problem is not 

whether we should adopt a policy of Rell.ation: we are surely 
long past that. The vital questions are how soon, to" what 
aegree, and by what means can money and credit supplies 
be increased on a: sound basis to meet the needs or producers 
both at home and abroad for the profitable exchange of their 
goods on which the peace of mind "and the prosperity of the 
world and of posterity depends. 

WALDRON SMITHERS. 

HOUSE OF COlOlONS. 

May, 1932. 

My gu:atef"ul acknowledgments are tendered to two friends 
who have read the proof and made valuable suggestions. 

IN 01" The following will be useful to the reeder of the pamphlet and 
will throw further light on it.-W.S.] 

ADDENDUM. 

THE FOLLOWING IS AN EXTRACT FROM THE REPORT 
FOR 1932 OF THE UNION CORPORATION LTD., OF 

SQUTH AFRICA. 

-
WORLD TOTAL OUTPUT 01' GOLD. 

(In millions of gold pounda). 

1926\1027 I 

1m 11926 1928 1929 1930 1931 

World Total ... so'8 SO'8" -::;1 82'6 83"71 82 '8 85'7 90.0 

During 1929 the rise in the price of gold and the great slump in 
wholesale commodity prices began and ushered in the period of extreme 
economic depression from which the world has since suffered. The change 
in monetary gold reserve since 1928 has been as follows:- . 
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France 

United States 

SwitzerlRnd, Belgium 
and Holland :,. 

Rest of W~rld 
Total monetnry gold 

r*,,.erv~~ (exclpd
jog Russia) 

(Ill millions, of gol<1 poun4s). 

End End End End 
1928 1929 1930 1931 Ch"nge in 3 years. 
--;-, -, ;---, -f----.---

257 335 431 55' +~7= + 115'6% ' 
" 

769 802 ~68 833 +64 m + 8'3% 

83 D5 102 239 +158 = +187'9% --- -----------
1,109 1,232 1,401 1,626 +517 = + 41\'6% 

930 8;6 819 8" ,-289 = - 31'1% ------------
2,.039 2,108 2,220 2,267 +228 = + 1l'2% 

I 

If the increase in total monetary gold reserves had been al10wed to 
be distributed among the Gold Standard countries of the world in pro
portions corresponding broadly to their existing stocks, it would have 
·permitted an increase in production and trade at .. I'8te of about ~ per 
cent. per annum without causing a disturbance in the stability of the 
general level of commodity prices. But, as will be seen, five countri81 
have increased their gold rf!serves entirely out of proportion to the rate of 
increase pi th~ monetary gold stock of the world as a whole j indeed, 
the rest of the world haa not only had to go without its rateable share 
in the new gold that became available for monetary pm-poaes, but has found 
its existing gold reserves heavily depleted. The strongly deflationary 
effect thus exercised on the economy of the rest of the world inevitably 
brought about an unprecedented fall in the general level of commodity 
prices and increasingly grave economic and financial disturbances. The 
creditor positioQ of the five countries gives them the power to draw on 
the resources of the rest of the world; but, if the Gold Standard had 
been allowed .to function in those countries &I it ia meant to function 
(that is to say, to settle balances of trade), the excessive accumuiatiODJ 
of gold could nevor have taken place. They took' pl_ because the 
credito.r countries prevented the inftowing gold from exercising its influence 
on their currency and credit structure, and, therefore, on thei,. level 01 
co.mrn.oditll pricu. and at the same time, forced the debtor countries to 
discharge their. liabilities in gold by rt,/Uling to lend, and by intw
imposing increasing tariffs and other barriers to international trade. 
This state of things led to a continual depletion of the monetary gold 
reserves o{ the debtor countries, to a progressive strangulation of inter
national tracie, and to • debasement of credit, which is forcing debt(W 
countries more and more into default on their foreign obligations. Hence, 
the partly overt and partly disguised ab.ndonment of the Gold S14ndaC'd 
by all but a few countries. They have abandoned it not because of 
anything uDsatisfactory inherent in that Standard, but because of ite 
muu"". and mUmmw'gemtftt. It worked well up to th~ time of the out.
break'·of the Great War, and from the time- of the genera~ return to thaI. 
StandaC'd after the War to the end of 1928. 

, ' , 
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The following figureS have been seD:b me by Mr. Ernest Evan Spicer, 
F:C.1t: . "They ""' interesting-and iDstru_ as gi";~1IOme-id .. <>t. tho· 
magnitude of the sums agreed. upon by experts .... d the impossibility of 
meeting these claims. . ' 

REDRESS BY REPARATIONS: 
In the year 1921, the Reparations Commission solemnly assessed 

Germany's debt to the . other nations at 132,000 millions Gold Marks--eay, 
£6,600 millions-a. sum approximately £1 per mile of the diameter of the 
Solar System. 

The actual amount of the, Indemnity, however, . was .... niatter of 
smalJ moment for two very excellent reasons, as fo!lows:- . 

(a) In no circumstances eould Germany pay such an amount j 
(b) In no circumstances could the other Nations afford to rutioe 

sUch an amoUnt. . 

Wby cannot Germany pay, &II. Indemnity of £6,600 millions with 
interest at 5 per cent. per aDnmD on the balance ·outstanding! 

To answer this question it is necessary to consider bow an Indemnity 
of reasonable dimensions conl9. in D:O~. ~ircumstances, be paid. 

(1) By CEDINO TElI.lUmaY. 
In this connection it. should be remembered that Germany has 

alreedy lost Alsece-Lorraiue and ber Colonies. 

(2) By UAlIDING Ovm MoVlWlLll Assns. 

Germany's Mercantile Marine was taken over by the Alliea, and 
her railway . locomotives and rolling stock. were transferred to France. 

It should be noted that the result of taking over Germany'. 
Mercantile Mat'me W&I to empty our own Dockyards and ruin our 
Shipbuilding ludustry. 

(3) By T..."sn:a. OF FOIWOli BALANCU AND IlIVlCSnwtTs. 

The investment. and balances of ·Germaia Nationals o~t6ide Germany 
were, to a large extent, confiscated during the War. 

(4) By TluNsn:a. or GoLD. . 
Germany's gold rentvs, at the end. of the War. were.· reduced to 

very amall dimensiolll and at t~e 'present time ap~roximate ·50 million 
pounds. 

During the past few years . the average annual world gold output 
has amounted. to about 83 million pounds, and it is estimated that the gold 
reserves of the. whole world do not exceed 3,000 million pounds .. 

It may he safely stated, therefore,. ~at. the world's total gold 
output since the time of King Solomon. has. pot equalled 6,600 million 
pounds. 

The idea of paying an indemnity of any magnitude in gold is 
entirely Utopisu. . 

(5) By B"""""",o SUVlCU. .. , 
The direct rendering of servicea was a method 6uggesud by' Germany 

as .. mBBDI of satisfying part of her liability to France. She proposed 
sending an army of maaona, bc-ickl,yera, etc., to rebuild Rheima. 
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This suggestio.n,_ however. met with a point blank refusal from 
France, for the good reason that she had D()I. intention of destroying her 
own building trade. 

(6) By HANDING OVEB GOODS. 

This represents the only practical methoe whereby a Nation can 
disch8lI'ge an Indemnity without thereby incurring additional liabilities . 
in the process. 

It is obvious, however, that the Country's capacity to pay in goods 
is limited, each year, to the excess of her total Exports over her total 
Imports. 

. Germany's record pre-War yeatE was 1913, and 40 million pounds is 
an outside estimate of her excess of total Exports over total Imports. 
Even in that year she had an adverse balance of visible Exports of 
approximately 30 million pounds, but this adverse wade balance was con
verted into a favourable one by the invis~ble Exports. 

In pre--War years, therefore, 40 million pounds was the limit which 
she could pay annually by way of Indemnity. 

It is clear, therefore, that she could not pay anything approaching 
the interesli on 6,600 million pounds, let alone any portion of the capital 
sum. 

Why cannot the other N atioDs afford to receive payment of any 
large Indemnity! 

The answer to this question is that, as an Indemnity must be paid 
in goods. the receiving Nations could not absorb such vast quantities of 
goods without thereby ruining th. own Industries. 

It is clear that if Nations cannot allord to have foreign goods 
dumped. upon them, much less can they afford to receive goods for nothing. 
The receipt of dumped. goods is equivalent to the receipt of an Indemnity, 
and it is unnecessary to labour the fact that home Industries are jeopar~ 
dised by foreign dumping when it is condueted on a grand scale. 

It should be rem<>mbered that Germany is • developed coontry with 
a teeming population, and limited natural resources. It is impollible, 
therefore, for her to feed her own population, and at the same time show 
an excess of total Exports over total Imports which would enable her 
to meet a fantaatic Indemnity. 

If Germany had vast undeveloped natural resources, such as oi1~ 
fields, gold-bearing areas, etc., she might lease these to foreigners, thua 
obtaining large revenues without interfering with her normal buaineea", 
but she does not possess the undeveloped areas, and therefore the possi
bility does not arise. 

Germany has endeavoured to meet her obligations by borro~R1ng 
money to pay the annual instalments of the Indemnity, but this has not 
in any way reduced her total indebtedness, and ahe haa merely exhauted 
her credit. The result is that she has become hopelesaly insolvent. and 
is unable to meet her ordinary trade debts 88 and when they become due. 

10 You cannot travel far by tr~~ng on other people'e toea .. • 

., Chm"e Proverb." 

Printed and Published by tbe Kenli.h Timu. Timn Office. Sidc:up. 
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FOREWORD 
BY WALDRON SMITHERS, M.P. 

T HIS pamphlet is one of a series which has been 
published during the last few months with the 

. object of educatmg public opinion and stimulating 
thought. 

It is as a stimulus to thought on a vital subject that 
I recommend this one, which is extraordinarily interesting 
and which Mr. Moon has very kindly allowed us to 
reprod uce. It is based on a speech delivered to the 
Finance Committee of the Conservative Party at the House 
of Commons on the 29th June, 1932, and that Committee 
must not be taken as necessarily endorsing all or any of the 
views herein expressed. 

Mr. Moon has had a life experience of Banking and 
Curreno/ in'the Far East, where he dealt daily in thirty-two 
currenCies. 

Further to stimulate thought and promote discussion, 
may I be allowed to submit a few considerations. 

I agree in the main with the first eight sections which 
deal with the Quantity Theory of Money. I agree with 
the argument that it is desirable to raise the commodity price 
level to a point at which, under present social conditions, 
manufacturers and producers can produce at a profit. 

I agree that 
(I) the continuance of Debts and Reparations 

Payments; and 
(2) the Economic Policy of Soviet Russia 

have--and must continue to have--a disastrously depress
ing effect on the Commodity Price Level. 

But in order to throw further light on Mr. Moon's 
arguments I want to indicate some possible objections. 
I am not sure that his silver proposals would be the best 
way to raise the commodity price level. The Quantity 
Theory of Money leads me to emphasize the commodity 
price aspects of the function of money rather than to adopt 
the " silver short cut" however attractive the history of 
that metal may be. 

3 



Is it necessary to have a METALLIC Basis for a 
currency, especially for Sterling? To relate Sterling to 
one or to two metals would open the door to the same 
difficulties as those we are now experiencing and from 
which the world is now trying to escape. 

Mr. Moon refers to 'I that unreliable rascal Gold." , 
What is to prevent Silver from being an unreliable rascal? 
What is to prevent the Silver from following the Gold and 
from being hoarded and sterilised and rendered useless as a 
basis of credit? (See question 3 on page 30). 

Excess of money can have the opposite-but equally 
disastrous-effect to the want of it. 

What we should aim at, I venture to think, is a rise 
of commodity prices in terms 0/ sterling. 

Gold and silver may be useful handmaidens to sterling; 
they must never again be allowed to become its master. 

If we can get the purchasing: power of sterling down, 
commodity prices will rise and Sliver, being a commodity, 
will rise with other commodities. Therefore the pur
chasing power of "the Silver Countries" will rise and 
our object-to raise the commodity price level-will 'be 
on the road to achievement without linking the £ sterling 
either to silver or to gold. 

The silver hoards of India and China would acquire 
an enhanced purchasing power. 

Further: the amount of silver, hoarded or otherwise 
_ available in the world, is unknown and if silver were related 

to sterling there would be an immediate incentive to fresh 
mining. What guarantee is there that we could maintain 
a fixed ratio between Gold and Silver, or alter and maintain 
the ratio at will? 

We might find it impossible and in that event we 
should probably find our currency based on silver at such 
a price and value that control would be beyond our powers, 
and the value of the backing of our currency might then 
slip away. 

Owing to the unique character and capabilities of .the 
English race aQd the faciljties afforded by the London 
market, sterling has been, is, and must remain the currency 
on which the commerce of the world moves. The services 
England can render are INDISPENSABLE to the world. 

Why, then, link Sterling to Silver when it can achieve 
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its objects, continue to benefit the world, ana be increased 
as faSt as the demand for it, in goods and services, is 
made? 

We are functioning very well-much better than the 
experts expected-with no metallic foundation for our 
currency. 

We have escaped from a prison of gold. Why lock. 
ourselves voluntarily in a silver prison, although it may be 
a more roomy one? 

I would refer the reader to the answer to question 3 
in section 41. This, I think, shows weakness in the argu
ment of the pamphlet. See also the first line of section 7. 

I offer these remarks, as I have already said, q a 
stimulus to further thought and reflection on this most 
important matter. 

W.s. 

P.&.-A business friend with whom I discussed this 
Foreword made two remarks which I think are worth 
adding:- . 

(I) The Englishman thinks of business; the foreigner 
thinks of money. 

There is a great difference between business and 
money, and " the love of money is the root 
of all evil." 

(2) There are many things which are economically 
advisable, but moi:alJy indefensible. 

HOUSE OF CoMMONS, 

],./" 1932 • 

5 



MONEY AXIOMS 

Total Wealth of World Total World Credit (i.e., the 
money valuation of that 
wealth). 

Credit = Metallic Money (M) 
multiplied by 

Velocity of Turnover (V) 

Price of the Average unit 
of Goods (P) 

Metallic Money (M) 
mUltiflied by 

Velocity 0 Turnover (V) 
divided by 

Quantity of Goods (0) 

M x V 
ThusP = --0-

And therefore: If M is halved, P becomes half. 

If prices are to be raised, the metallic money must be 
increased, because the velocity of turnover cannot be further 
increased, so far as we know. 
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CURRENCY AND CREDIT ON A 
MET ALLICBASIS 

DISCUSSED iN SIMPLE WORDS 

by 

H. E.MOON. 

l.-introdndory. 
I am not a professor of Economics or Political 

Economy, but I should know something about the subject 
of Foreign Exchanges because, for many years, I worked 
in them and financed foreign trade. I thus acquired a 
practical working knowledge of money matters generally. 
I am anxious to make some contribution to the solution of 
world problems from a practical point of view and from 
practical experience. 

'I shall assume that among my readers are some who 
do not know even the first thing about questio"ns of 
economics, exchange, and the functions and the use of 
money; and I shall therefore use the simplest possible 
words. 

Z.-Tbe present World Money Tangle. 
We all know that the world is now in a terrible 

money tangle. We are all getting poorer and poorer, 
the prices of everything are falling continuously, trade 
is being strangled by exchange restrictions, quotas, and 
tariffs. We all realise instinctively that unless something 
is done-and done quickly-Civilization itself may 
collapse. 

Now, in order to understand what has gone wrong 
with the world, I should like you-my financially-ignorant 
but otherwise learned readers--to imagine yourself off 
the earth and looking down at it from Mars. Seen from 
there the world woUld appear to De all right and pros
perous. But we," who are living here, know that there 
is a terrible amount of hardship, poverty, hunger, and 
unemployment, as well as world-wide default, moratoria, 
stand-still arrangements, and bankruptcy both of Govern
ments and of individuals. 
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3.-What is the matter with the world to.day? 
Why should this be? 
There is an abundance of food, such as meat, wheat, 

rice, sugar, tea, coffee: in fact, there is so much of these 
.good things that they are ,being burned. Tet masses of 
people are half-staM)ing. 

There is plenty of cotton and wool for clothing, yet 
half Europe and Russia are short of clothes and the 
natives of India and China have to go about half naked. 

There is plenty of wood, iron, and steel for build
ings, ships, and machinery; there is plenty of coal and 
oil for power and fuel. There is, in fact, apparently, too 
much of everything. 

There cannot possibly be any shortage of labour, 
for twenty million men are standing idle in the world 
to-day. 

4.-The World', Money. 
Someone says there is not enough money. 
Well, what is money? 
It is not wealth in itself. 
It is only the measure for comparing the values of 

one class of goods against another class of goods and a 
medium for expanding those goods. 

Anyhow, why is there not enough money? 
Someone says it was spent in the Great War and 

the War has to be paid for. ' 
Now, I will tell you something you may not have 

heard before, and you will probably not agree with me 
when I say that THE WAR-although it cost the world 
fearful loss of life and limb and was a tremendous waste 
of unproductive effort-cosT THE WORLD AS A WHOLE 
-mark you, AS A WHOLE-NOT ONE PENNY IN MONEY. 

S.~Why the War cost the World as a whole no Money. 
When a shell bursts, the labour of making that shell 

has been lost, but the cost of that shell has not been 
spent. It is still in the pockets of the people who made 
it and sold it: its money cost has not been lost to the 
world. 
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There is as much--or more-real money in the 
world to-day as there was at the beginning of the War, 
and, if some nations are now poor, it is because the tragic 
book-keeping of the 'Var has sent three-quarters of the 
money of the world into the pockets of four nations 
(America, France, 'Holland, and Switzerland). It is lI.ot 
so much the War that has upset the world as the Treaty 
of Versailles, which has been so well described as " A 

PEACE TREATY WITH A vengeance." 
The first and necessary step is to close for ever 

" The War Ledger." 

6.-The Mal-distriLutiou of Gold Mouey. 

As I said just now, the War cost the world as a 
whole nothing In money: but its tragic book-keeping 
has transferred vast sums in gold to America, France, 
Holland, and Switzerland. These countries now have 
so much gold that they cannot use it-and do not allow 
it to function-properly; it is consequently lying idle and 
sterilised while the rest of the world is suffering from the 
want of it and prices have fallen chiefly on that account. 

There is a rnal-distribution of money-gold money. 
But let me explain why prices have fallen owing to 

the gold being spread unevenly over the world. To do 
this I must first say a few words about WHAT MONEY 

REALLY IS. 

7.-What Money really is. 
Anything may be used as money. 
In the old days, cattle were one of the chief forms. 

In some of the South Sea Islands, cowrie shells and coral 
are used; and in the Southern Pacific Island of Yap, the 
inhabitants used, until comparatively recent years, large 
circular pieces of stone with a hole in the middle. These 
pieces could be carried. balanced on i. man's head or 
wheeled down the road with a stick through the centre. 
I have seen this money myself. 

These forms of money are anything but handy, and 
therefore precious metals--gold and silver--came into 
use long ago. We need go no further back than the 
Bible to learn that certain weights of gold and silver 
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were then used at a fixed ratio of one to the other. 
To-day, lumps of silver are used in China~ any evening. 
in Shanghai you can see the daily Bank clearing being 
done by coolies pushing wheelbarrows fu)] of bars of 
silver, shoes of sycee, and boxes of dollars, from bank 
to bank. 

Any day, in any Chinese village, you can watch a 
man, who is about to purchase his tobacco or other article, 
produce from his pocket a lump of silver, cut off a chip, 
and weigh it in a small pair of scales. Then, after much 
argument with the shop-keeper, the purchase is made. 
But that is a long and tedious process. 

So someone, long ago, got hold of the idea of 
making coins 0/ a known weight and fineness. Coins 
are, of course, more quickly counted than metal is 
weighed, and so the speed 0/ the turnover 0/ money (i.e., 
Tlelocity) was increased. 

8.-Paper Money: Notes, Cheques, and Bills. 

Someone (probably a Banker) later on had a brain- . 
wave and invented Notes, and he found that three Notes 
could be issued against each metal coin. This increased 
the supply 0/ money and it also increased the velocity 0/ 
turnover, because Notes are quicker and handier to count 
than coins. You need not ring them or bite them I 

As banking grew, the volume and also the speed of 
turnover were again increased by the use 0/ Cheques. 
They are still handier than Notes and have the additional 
advantage that they are drawn on credit accounts (for 
any odd amount to settle any single piece of business), 
which credit balances can be lent by the bankers to reliable 
borrowe~. . 

So the borrowers have the use of the credito~' 
money, and in that way credit ;s again enormously 
expanded, and its velocity increased. 

In the same way, Bills of Exchange increased the 
volume and speed of the turnover of money. 

Last, but not least, the telegraph and telephone came 
to be used, and most large payments between one country 
and another are now settled and speeded up by bank 
telegraphic transfers. 
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9.-The Quantity Theory of Money. 

In these ways, the utility and speed of the turnover 
of money were increased and a' credit edifice built up, 
but ALWAYS ON A METALLIC FOUNDATION. We can lay 
it down as a monetary axiom that 

CREDIT IS THE METALLIC MONEY 

FOUNDATION MULTIPLIED BY THE 

VELOCITY OF TURNOVER. 

I may add as a corollary that 
THE PRICE OF A UNIT OF GOODS IS 

EQUAL TO THE METALLIC FOUNDA

.TION OF MONEY MULTIPLIED BY ITS 

VELOCITY OF TURNOVER AND DIVIDED 

BY THE TOTAL QUANTITY OF THE 

GOODS. 

It is vital to understand this clearly because it is 
the ~'uantjty Theory of Money. 

MxV 
P Q 

to.-The Expansion of Credit and the Raising of Prices. 

Let me explain how Credit can be expanded and, 
in consequence, prices raised. 

Now: the total Quantity of Goods (Q) in the world 
multiplied by the Average Price (AP) of a unit·of goods 
is equal to the total Credit (C)-which is the total 
wea1th--of the world. They must balance each other: 

QxAP=C 

BUT: Credit is built up on a metallic foundation and, 
if that foundation is reduced, the credit edifice has to 
be reduced also. Otherwise it will totter and fall. AI 
credit is reduced, prices fall and wealth is reduced. As 
credit is increased, prices rise, and wealth is thus increased. 

Thus: If the quantity of goods. is the same but 
credit is reduced to half, then the price of goods must 
fall to half; otherwise the total credit would not be equal 
to the total value of the goods, and it is axiomatic that 
these must balance each other. 
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H.-Tbe World's Credit To-day. 
Now we know that three-fourths of the gold lounda,

tion of credit has been sterilized by France and America 
through War Debts and Reparations Payments. The 
world's available wealth--or credit-measured in money 
is only about one-fourth ·of what it was in, say, 1928,' 
because three-fourths of the world's credit foundation 
has been buried or sterilized by France and America. 
Prices, therefore, are also only about one-fourth. 

That is the chief cause of the trouble in the world 
to-day and, in order to remedy this state of affairs and 
raise prices, CREDIT MUST BE EXPANDED. That can only 
be done by first expanding the metallic foundation of 
credit. 

I have endeavoured to show how credit is built up. 
Just as all credit is based on a metallic foundation, so is 
all wealth based on Mother Earth and all wealth is 
produced by the rays of the sun. It is reaped by human 
skill in harnessing Nature's bounty to mankind's needs. 

If credit is to be expanded and by that means prices 
raised, then the metallic foundation of credit must first 
of all be expanded to provide something on which to 
build. 

In the same way, if the margin of profit is to be 
increased so that trade may become profitable once 'more, 
then the prices of primary products must first be raised 
so that their producers may produce them at a profit. 
This profit will filter upwards through the distributors 
and middlemen to the consumers. 

You cannot start to increase the margin of profit half
way up the ladder among the middlemen nor at the top of 
the ladder among the consumers: the start must be made 
among the producers of primary products and from there 
must climb upwards to the consumers. To try to do 
otherwise would be equivalent to telling a man to lift 
himself up in the air by pulling at his boot straps. 

lZ.-War Debts and Reparations most be cancelled. 
Before credit can be expanded and prices raised, 

however, WAR DEBTS AND REPARATIONS MUST BE 

CANCELLED, or, after scaling them down to manageable 
proportions, payment must be postponed for a period of 
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years to stop the flow of gold to Paris and New York. 
That would not by itself raise prices, but it is a first 
and necessary step. It should, in any event, prevent 
prices from falling. any further. 

Prices cannot be raised until the harm done by War 
Debts and Reparatioris payments has been undone. 

At the end of the War, Lord Balfour wisely 
suggested that War Debts should be cancelled. Unfor
tunately his wise counsel was of no avail, and they were 
consolidated. 

l3.-War Debts cannot be paid with Goods. 
Now War Debts cannot be paid with goods. 

America is developed, commercially, up to the ceiling 
and can supply not only all her own requirements of 
manufactured goods but also is in a position to export 
goods. 

She has therefore imposed prohibitive tariffs which 
have M.ade it impossible for her debtors to pay their debts 
in anything but gold. The total debt due to America is 
12,000 million dollars (at par £2,400 millions, or at 3.60, 
£ 3,333 millions) and the total available gold in the world 
is only £2,200 millions. 

These debts could not be paid in goods without 
gr:eat injury to America. If goods were shipped instead 
of gold, these goods would have to be sold in America 
in competition with similar American goods. The prices 
of such goods would fall with consequent loss to American 
manufacturers and vast increases in the numbers of the 
unemployed there. The nett result would inevitably_ be 
that the total payment of unemployment doles by the 
American Government would equal the value of the 
g~ods received by way of War Debts payments. 

You might say that America, after receiving the 
goods, could ship them abroad for sale again; but the 
people abroad could not pay for them except with other 
goods. Masses of goods would, then, be passing back
wards and forwards across the Atlantic and finding nQ 
buyers on either side, which of course is ridiculous. 

Debts and Reparations payments have nothing 
behind them and can, therefore, only be paid in gold. 
In consequence, the only debtor country which can pay 
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debts to America is France, because she is the one and 
only debtor country with large stocks of gold. 

And in this country, at any rate, it is now realised 
that, however difficult it may be for the debtor countries 
to pay, it is simply ruinous for. America to receive. 

14.-~eparations in the .ame Category as Debts. 
Reparations are in the same category as Debts and 

the harmful effect of Reparations payments is exactly 
similar to that caused by payments of War Debts. 

The process is as follows :.-
Germany hands over to France immense quantities 

of coal, iron, etc., by way of reparations. France uses 
that free coal and iron in competition with other nations, 
especially Great Britain, making it impossible for British 
steel-makers to compete with French steel in the world's 
markets or, even, in our own home market. That unfair 
position will be changed now, for we have put a duty 
on imported pig iron and steel and, in addition, our 
currency is no longer anchored to gold. 

Gold has, indeed, become a most unreliable rascal 
and is no use at all for selling goods. Imagine the howl 
which would have gone up from the Continent if English 
steel-makers had been provided with free coal and free 
iron by Germ:jny from the day on which the Versailles 
Treaty was signed! 

IS.-The Elfed of Reparations' in Germany. 
Reparations have forced the German workmen to 

work for starvation wages and their competition must 
eventually reduce the standard o/living of all workmen 
the world over to the level of the German workers. 
Germany receives no payment for the goods she hands 
over to France; she cannot, therefore, buy from us or from 
anyone else anything in exchange for what she hands over 
to France free of all payment. 

16.-The Economic Policy of Soviet Rnuia. 
Another most powerful force which is working to 

destroy civili~tion is Bolshevik Russia., Here I need 
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only say that Russia has declared an economic war on 
the rest of the world and, unless the world takes up the 
challenge, it will be defeated. 
• Russian oiIfields, mines, railways and other indus

tries have been largely developed with British capital, 
and the Bolsheviks have repudiated £1;000,000,000 of 
that .capital. 

These industries ll!'e worked by gangs of slaves, just 
kept alive on scanty rations, and the whole organization 
is financed by stolen money, on which no'interest is paid. 

Imagine a factory which has cost its owner many 
millions of pounds, on which interest has to be paid, and 
where labour is paid good wages, trying to compete with 

• such unfair conditions. 
At whatever prices other countries may sell goods 

Russia will under sell them, until the margin of profit is 
so retluced that wages and conditions of labour abroad 
are reduced to the level of the poor Russian labourers. 

.• As if that were not bad enough, our late Socialist 
Government threw good money belonging to British tax
payers after this bad money by giving Russia goods under 
credit, which they must have known perfectly well would 
not be paid if further credits were denied them or they 
were asked to pay back. No finance house or merchant 
will lend Russia a cent, yet our late Government advanced 
Russia millions of our money to enable her to compete 

• with our industries and bring down prices the world over. 

17.-Machinery. 
There is still another reason for the low prices of 

manufactured goods, and that is the excessive increase 
of machinery in the world. With the help of machinery, 
the production of any article is almost unlimited; produc
tion can always overtake consumption, and, when this 
happens, prices fall. 

IS.-Remedies for Over-production. 

Now that we have the tariff here, I think we shall 
see tariffs against us gradually lowered and, in conse
quence, many factories abroad which are kept going 
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entirely through tariffs may become unprofitable in 
operation, their machinery will become obsolete, and, 
in time, be scrapped. . 

The situation could, of course, be remedied by an 
international agreement to work shorter hours; but if 
there is one thing in the .world that is unobtainable it 
is international agreement. Nations-or their representa
tives-seem to think it is their sacred right to disagree 
on everything. . 

19.-The LessOD of History-the Parallel with the Roman 
Empire. 

These, then, I think, are the chief causes of the 
world trade depression:- . 

(1~ War Debts and Reparations payments; • 
(2 The Economic policy of Bolshevik Russia; 
(3 Excess of Machinery. 

To which may be added:- . 

(5 Quotas; and 
(4~ Tariffs; 

(6 Exchange Restrictions. 
There IS, however, one other factor which is almost 

as potent as all the others put together and that is:-
(7) The Low Price of Silver. 

But before dealing with this question and the necessary 
remedies, I want to look for a moment at the lessons of 
History, because civilizations have collapsed in the past 
and may do so again in the near future. 

We need go no further back than the Roman Empire 
which fell, not because of slavery and laziness and love 
of luxury or laxity of morals, but simply because the 
money of the Roman Empire was insufficient for its 
needs. 

At the time of Augustus (44 B.C. to 14 A.D.) the 
gold and silver coin in use as currency in the Empire 
was worth about £358,000,000. By the time of Justinian 
(527 to 565 A.D.) it had fallen to about £85,000,000 
-less than one-fourth. 

This decrease was due to four causes:-
(1) The wearing away of coins as they passed from 

hand to hand, because they contained too little 
alloy (but this is of rather minor importance). 
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(2) The failure of the silver and gold min~s in Greece 
and Spain to meet this wastage and the increasing 
need for coinage as a. basis for the profitable 
exchange. of goods and services as the Empire 
expanded. 

(3) The Romans .were buying large quantities of silks, 
fabrics, spices, and other luxuries from the East 
which did not take much produce from Rome. 
The East therefore took gold and, silver instead 
and this caused a drain of precious metals from 
Europe to the East which continued from that 
time until last year, when gold once more began 
to flow from East to West. 

(4) The drain of the precious metals to the East doubt
less led to the hoarding of coin by the Romans. 

The money in circulation in the Roman Empire 
having fallen to one-fourth, the prices must also have fal-, 
len to about one-fourth. This increased the burden of 
debts'and taxes until the Roman Budget could not be 
balanced; the soldiers abroad could not be paid and had to 
be recalled. Then the RomAn Empire fell. 

20.-Cheap Com. 

At the same time, cheap corn from Egypt-produced 
at a lower cost than it could be grown in the fields of 
Italy~reduced the Italian farmer to the verge of bank
ruptcy. 

THESE CONDITIONS ARE PRECISELY THE CONDITIONS 

PREVAILING IN THE WORLD TO-DAY, AND HISTORY MAY 

REPEAT HERSELF UNLESS REMEDIES ARE APPLIED. 

21.-The Recovery of the Sixteenth Century. 
Civilization collapsed and did not recover until 

Columbus discovered America (149213) when an exactly 
opposite set o//orces were put in motion. His discovery 
enabled the silver and gold from the mines of Mexico 
and Peru--or, more correctly, from the palaces, temples, 
and graves--to be brought to Europe. 

That wealth first touched Spain and, consequently, 
Spain rose to be the first power in the world, a position 
she maintained until Drake and his contemporaries began 
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intercepting the treasure on its way and bringing it to 
England. The defeat of the Armada (1588) finally broke 
the power of Spain. . 

England immediately rose to power; there was a 
great rise in prices and the foundations of England's 
wealth and the British Empire were laid. 

22.-The Nineteenth Century. 
Later on, in 1836, the Spanish Civil War temporarily 

ruined mining and the world slipped back to the period 
of low prices and trade stagnation known as "The 
Hungry Forties." 

Recovery did not take place until silver and gold 
were discovered in California and Nevada and gold in 
Australia in 1851. This brought fresh wealth to the 
world and therefore civilization and prosperity again 
made marvellous progress. 

But, later on, trade again began to languish because 
the precious metals were once more becoming unequal 
to the task of financing the increasing trade and popula
tion of the world. Then another fillip was given to prices 
by the discovery of gold in the Rand, in South Africa. 

A study of history should have taught the world for 
all time that the most owerful a ent In human affairs 

that a ent that 0 

23.-The present II Comer" in Gold. 
T o-day the precious metals are again unequal to 

their task. Not only are the gold mines unable to produce 
the increasing amount of gold that the world annually 
requires, but the greatest tragedy of all is that three
fourths of the world's gold has been driven by War Debts 
and Reparations payments into Paris and New York, 
where it lies idle and sterilised. 

It might just as well be in the rocks of the Rand 
for all the use it is to the world to-day or even to its 
owners. 

WAll DIiBTS AND REPARATIONS PAYMENTS HAVE 

DESTROYED THE CHIEF MONEY MACHINE OF THE WOP.LD 

-THE GOLD STANDAllD. 
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Z4.-The need for a new medium. 
The world's trade is so complicated that it cannot 

be carried on by direct barter, and so some increase in 
the quantity of the medium for exchanging goods MUST 
be found to reliroe the present impossible task that gold 
has to perform. . ONE-FOURTH OF THE WORLD'S AVAIL
ABLE GOLD HAS TO DO THE WORK OF THE WHOLE: 
prices must necessarily be about one-fourth. 

This fall in prices has reduced many debtors-indi
viduals, firms, companies, and even governments--:-to a 
state of bankruptcy, exactly as happened in the days of 
the declining Roman Empire. 

• Some people maintain that the present low prices 
are due to the laws of supply and demand, to the fact 
that production has outstripped consumption. But is it 
reasonable to suppose that in 1929 everything in the 
world was simultaneously over-produced and under
cOllwmed and for that reason prices have fallen? 

Is it not more reasonable to suppose that the price of 
one thing--ooLD which was the measure of value of all 
goods-has gone up and that therefore the price of every
thing else has gone down? If a commodity is cornered, 
the price goes up; and who can say that Gold has not 
been cornered? 

ZS.-The cbance of recovery througb Silver. 
Before there can be any real recovery in prices, the 

corner in gold must be broken, and the only thing that 
can break It is the other precious metal, SILVER. 

We cannot take away the gold from France and 
America. Let us, therefore, use the equally good sub
stitute, SILVER, and let France and America keep their 
gold. It will become of ,recious little value unless we 
take it back and relate it to our good sterling pounds. 

Z6.-The Excbange Stabiliaation Fund. 
If the Bank 6f England were not using the recentl}' 

formed Exchange Stabilisation Fund (£ 150,000,000 of 
taxpayers' money) in buying at a heavy premium the 
newly-mined gold from South Africa and the ancient 
gold hoards of India,' then France and America would 
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be compelled to buy that gold in order to preserve the 
value of their hoards. But it is not likely that they 
would be willing to do so for any length of time in view 
of their large adverse balances of trade and budget 
deficits. They do not mind "receiving " gold in pay
ment of debts, but they are unlikely to "buy" gold 
with hard-earned money. 

If they declined to buy gold, then we might read 
in the papers one morning: "Price of gold nominal
sellers but no buyers." And the price of gold might 
fall and, if it did, the price of goods would rise. The 
world would then begin to recover, trade would revive, 
the burden of debts would be lightened, and budgets 
(both private and national) would balance. 

27.-The enforced repudiation of debts. 
The burden of debts to-day is so great that countries 

are following the bad example of Russia and repudiating 
them. They are doing this unwillingly, but they are 
compelled to repudiate debts which have become impos
sible for them to pay with the prices of goods where they 
are at present. 

Half Europe is in that predicament, and unless 
European statesmen realise their responsibilities and look 
facts in the face Europe will be forced over the edge 
of the precipice and will be followed by the rest of the 
world. 

28.-The Remedies. 
Something simply must be done, and the remedies 

are easy to understand though they may be difficult to 
put into operation. 

Theyare:- • 
First: Cancel War Debts and Reparations and so 

stop the drain of gold to France and America. 
Second: Bring in silver to the aid of gold as a 

foundation for credit and on that foundation 
build up credit and raise prices. But it is 
essential that War Debts and Reparations 
should first be cancelled; otherwise silver will 
follow gold into the apparently bottomless pits 
of the French and American bank vaults. 
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Third: Penalise, tax, or prohibit the importation of 
slave-made goods from Russia which, are 
financed with stolen money. 

Fourth: Lower--or, better still, abolish-tariffs the 
world over, and do away with all exchange 
restrictions, quotas, and other impediments to 
the free exchange of goods. But-

ABOVE ALL, bring in SILVER. To buy silver and 
re-establish it in its ancient and honoured place alongside 
gold as money, would be the easiest, quickest, and surest 
method of raising prices the world over, so that trade 
would be profitable once more. The world trade depres
sion would then be at an end, and an era of prosperity 
wo)lld be ushered in. 

THE ARGUMENTS FOR SILVER MONEY. 

29.-Si!.ver in the East. 

To anyone who has lived and worked in Iridia or 
China for many years, it is unintelligible that silver 
commands so little interest in the minds of people living 
in the West. I think the reason is that one-half of the 
world has not the slightest idea how the other half lives. 

To give you some idea of what I mean I will recount 
a conversation I had in Shanghai some twenty years ago. 
I said to a Chinese banker one day: "Silver has fallen 
to-day." He replied: "No, silver not fall; gold makee 
go up." 

I did not at first 'understand his point of view, but 
I soon realised that I, having been brought up in a 
Gold Star-dard country, measured the price of everything 
in terms of gold. To me, the prices of most things were 
steady, except that of silver, which had fallen considerably. 

To him, brought up and living in a Silver Standard 
country, the prices of everything were steady except that 
of gold, which had risen considerably that day. 

His silver money bought as much rice, pork, and 
other of his necessities, as much silk, tea, hides, and soya 
beans for export; but, of course, imports from foreign 
countries were dearer because their currencies were gold 
currencies and the price of gold had gone up. 
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30.-The Parallel in the West. 
Now that is what has happened in the world to-day. 

Real prices have not fallen, but GOLD HAS GONE liP. 

An ounce of silver would buy to-day just as much 
wheat, cotton, coal, oil, steel, as it would have bought 
three years ago; and the prices of wheat compared with 
the prices of coal, or coal with iron, or iron with copper, 
and so forth, are all more or less what they were three 
years ago. 

IT IS ONLY WHEN MEASliRED WITH GOLD THAT 

COMMODITIES ARE LESS VALliABLE. This is because 
Gold has been cornered and its price has gone up. 

31.-The danger of raising the monetary value of Gold. 
Some economists suggest that, owing to the scarcity 

of gold which has caused the breakdown of the gold 
standard, the gold still available should be made to do 
more work; in other words, the available gold should 
carry a greater load on its back. 

To bring this about, they suggest that the gold 
contents of all gold coins the world over should be 
lowered; this would mean that the monetary value of 
gold would be raised. But that would have the exactly 
opposite e !feet to that which all these economists advocate, 
namely, the raising of prices. 

If the price of gold were raised-as it would be
then the prices of all goods measured in terms of gold 
would be lowered. This is just what they wish to avoid. 
These economists would grant cheaper credit; but they 
maintain that credit should be based on gold alone. 

In other words: these economists and some western 
bankers, who take no account of the silver-using half of 
the world, and these European financiers and some 
politicians, whose lack of knowledge, foresight, and 
practical statesmanship' in matters economic has landed 
them, their countries, and many millions of other people 
in the present appalling financial calamity, would now try 
to balance-as if they were expert conjurersl--a much 
larger inverted pyramid of credit to finance trade and 
industry on a far smaller gold foundation than has ever 
before been attempted since civilization began. 
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I believe that this is the. most dangerous and ilI
conceived plan yet put forward by any serious-minded man; 
and it would wreck civilization, both East and West. 

3Z.-Bi-metaDism. 
The politicians close their minds to the virtues of 

silver, either because they do not understand the question 
or simply because silver once lost an election in America. 
(When I speak of politicians, I know there are politicians 
and politicians, and those in our present National Govern
ment are not like those I speak about). Silver is conse
quently damned for all time as far as these politicians 
are concerned. 

Yet Silver has been recognised and honoured as 
money from the beginnings of recorded history right up 
to that fatal year, 1871, when Germany demanded that 
her indemnity from France should be paid in gold. That 
crime p.id far, far more harm to the world than the Franco
Prussian War, because it destroyed aI-METALLISM, the 
dual money system which had functioned smoothly for 
hundreds of years. 

I think History will ultimately record that the 
VERSAILLES TREATY likewise did more harm than the 
Great War itself, because it destroyed the Gold Standard 
for many years to come. 

33.-Silver in India. 
Something like half the world lives and works by 

the aid of silver and is quite satisfied with it. Yet the 
Indian Government, who should have had the interests 
of its 320,000,000 subjects at heart, in its ignorance and 
without its people's knowledge or consent, forged artificial 
links to connect its people's good silver money with that 
unreliable rascal, Gold. 

The poor, ignorant people of India know that some
thing has gone wrong. What it is they cannot tell. Yet, 
instinctively, they rightly blame their Government and 
consequently become the dupes of the sworn enemies of 
that Government. 

If justice is to be done to these millions of ignorant 
agriculturists, the Indian Government officials should 
sweep away the gold cobwebs, which are clogging their 
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brains. They should kill the gold bee that it still buZ7.
ing in their bonnets. Then they should restore SILVER 

to its time-honoured place in conjunction with gold as 
full legal tender money. It could be done by a stroke 
of- the pen and it would not cost anyone a penny. 

34.-The effect of making Silver legal tender in India. 
As a matter of fact, if they were to make legal 

tender--as they should do--the 400,000,000 ounces of 
silver which are lying idle in their Treasury vaults, 
sterilised and earning no interest, they would make not 
only £90,000,000 of profit but they would have 
£ 120,000,000 of new metallic money on which ten or 
even twenty times that amount of credit could be built 
up. This would mean that the world's wealth would 
be increased by £ I ,200,000,000 or even £2,400,000,000 
-no small increase to the world's wealth as a first instal
ment towards recovery. 

The Indian mints should be re-opened to the free 
coinage of silver and the Indian rupee-which bears the 
King's head-should be worth what it says it is worth. 

The coinage of India has always been, is, and always 
will be in the minds of the people-a silver currency, 
and no act of Government can change that fact; but an 
act of Government could win back the confidence of the 
people in that Government and in its coinage. Then 
no more would be heard of Mr. Gandhi and his Congress, 
and civil disobedience and discontent would be super
seded by content and prosperity. 

If the Indian rupee exchange had been allowed to 
remain on silver instead of being anchored to gold or 
sterling, or if silver were restored to its ancient and 
honoured place as money, India to-day would be one 
of the most prosperous and contented countries in the 
whole world. In addition, half the unemployed in England 
wonld be busy making goods for their brothers in India and 
China. 

35.-Silver in China. 
China, although torn with civil strife and brigandage 

on a grand scale, and suffering from an awful flood, is 
still one of the most fortunate countries in the world, 
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simply because its currency is silver. Prices in China, 
therefore, have remained comparatively steady during 
the last three or four years, and they will remain steady 
because silver, being the only metal co~e in general 
use anywhere in the whole world to-day, IS unlikely to 
be cornered. 

36.-How Silver would help Gold. 
I should like to explain in detail how silver could 

come to the aid of gold and raise prices. It depends, of 
course, on the Quantity Theory of Money which, roughly 
stated, is that the price of goods is always in relation to 
the quantity of goods and the quantity of money. 

When the quantity oj money is great, prices are 
high; when the quantity is fmall, then prices are low. 

Money-whether in 'bank notes or credit-is built 
up on a metallic foundation; but if three-fourths of that 
foundation has been taken away ~d buried, then three
fourth~ of the credit edifice must be pulled down and 
prices must fall to the extent to which credit is reduced. 

As I have already said, we cannot take away the 
~old from France and. America, but we could use silver 
Instead as a foundation on which to build up credit. 
This was advocated by " Peregrinus " in a recent letter 
to The Times. 

37.-How Silver could be operated. 
The Government of India at present holds 

400,000,000 ounceS of silver. This is all lying idle and 
sterilised and earning no interest. It is of no more use 
to the world than it was when it lay in the bowels of 
the earth. 

The Bank of England or the Treasury could 
purchase that silver for about £30,000,000 and announce 
that each of our English pound notes was backed partly. 
by silver at a certain ratio to gold; but what that ratio 
was, need not be announced until it suited the Bank to 
announce it. 

The price of silver would then rise until it reached 
the neighbourhood of 51 pence sterling per ounce of pure 
silver, at which level the silver contents of the Indian 
rupee would approximate its face value of IS. 6d. Silver 
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would not rise above 5 I pence so long as the Indian 
exchange is anchored to sterling at IS. 6d. . 

If it did, the natives would melt their rupees and sell 
the silver contents as they did in 19 I 8, when I raised 
the Indian Exchange from IS. 4d. to 2S. Ioid. Their 
sale would keep the price. of silver steady at the level at . 
which it remained steady for hundreds of years up to 
1871. 

THE STERLING VALUE OF THE £30,000,000 PUR

CHASE OF SILVER WOULD THEN HAVE BECOME ABOUT 

£120,000,000, LEAVING A PROFIT TO THE BANK OF 

ENGLAND OR THE TREASURY OF, SAY, £90,000,000. 

38.-The creation of Credit on Silver. 
Bank notes could be issued and other forms of credit 

created on this £120 millions of new money; in fact, 
ten or even twenty times that amount of credit could 
be built up. Instead of allowing prices in England to 
rise, the· new money-which would have cost us only 
one-fourth its value--could be loaned to Central Europe 
and elsewhere on condition that the proceeds of the loans 
were spent in purchasing goods from England. 

It would also create in this country a demand for 
goods from Central Europe and thus raise prices there. 
Sooner or later loans will have to be made to Central 
Europe if it is to be saved from disaster. Why not lend 
it money which would have cost us practically nothing? 

\Vhen the value of silver rose, the immense stores 
of silver in India, China, Mexico, and elsewhere would 
be worth from three to four times their present value, 
and these countries would at once become buyers of 
goods. 

39.-The Silver stored in India and China. 
The bulk of the world's silver is in India and China 

and, if silver is allowed to become of no value as money, 
the savings of those vast populations will be completely 
destroyed. No sane man could wish to destroy wealth 
ruthlessly and for no reason whatever. 

A writer in Blackwood's Magazine in November, 
1928, estimated the value of silver in India at 
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£'+>556,000,000. I have no means of verifying those 
figures, but I do know-from a study of the table issued 
by the bullion brokers (Messrs. Pixley & Abell}-that 
India has imported £631,000,000 of silver during the 
last 98 years, so you can guess what a vast quantity of the 
precious metals they must steadily have imported since 
the days of Ancient Rome or earlier. 

You can imagine how pleased the 320,000,000 
British subjects in Indian must be at having the value of 
their Savings reduced by two-thirds or three-fourths, 
chiefly by the action of governments in general and the 
Indian Government in particular. I think there is no 
doubt that Mr. Gandhi's success at stirring up trouble 
in India was s:hiefly due to this fact. 

40.-Governments CaD undo the damage. 
What Governments have done, Governments can 

undo, and I think their first duty is to restore silver to 
its old.legal standing as money in conjunction with gold, 
a standing which It maintained for hundreds, if not 
thousands, of years before 1871. There is practically 
no risk of loss in buying silver, and it ought to show a 
very handsome profit, but to buy gold at these inflated 
prices seems to me a horrible gamble. 

When the British public sold their gold trinkets 
in the recent gold rush, I think they showed their business 
common sense to sell while the price was high; we might 
say that they showed their sporting horse sense to go 
while the going was good! That movement might be 
considered a manifesto from the people to the Govern
ment likewise to sell its gold. 

H. E. MOON. 
41.-QUESTIONS. 

(1) Some economi8ts and financial experts lay that 
there is no necessity to have a metal foundation 
(or credit, but tbat paper money will do just 
as weD. Do you hold that view i' 

think the answer to that question is that some 
economists, seeing what a failure the Gold Standard has 
become, suggest that there is no need of a metallic 
foundation for credit. But I believe it is a fallacious 
theory. 



We must take into consideration the psychology 
of nations. It would be quite impossible in our time to 
convince the 320,000,000 people in India and the 
400,000,000 in China that paper notes were as good as 
gold or silver. Even if they could be convinced against 
their better judgment, they would still know-from bitter' 
experience-that great risks are attached to holding bank 
notes. 

Many millions of people cannot read what is printed 
on the notes, and in any event they cannot keep them in 
their" bank," which is the cottage roof or a hole in the 
ground. " 

If the notes were stored in the roof, they might be 
stolen, burnt, or eaten by rats or paper-eating insects like 
white. ants, which swarm in those hot and damp countries. 
If they were buried in the ground they would rot or get 
destroyed by field mice and other vermin. 

Fur~er: the people cannot carry notes about on their 
persons oecause, when they bathe in the rivers or ponds, 
they cannot leave their money--or- even their clothes-
on the banks which swarm with beggars. If they took 
them into the water, they would be spoilt. 

Again, we cou~d hardly allow Russia to issue notes 
as legal tender whIch would be good the world over. 
They would, of course, like to do so. 

Anyhow, why destroy the value of all the gold and 
all the silver in the world as well as ruin those mining 
industries, and so make all the past effort expended in 
winning these precious metals so much useless and unpro
ductive labour? 
(2) What i. your opinion of the Exchange Equalisation 

Fund of £150,OOO,OOO? 
I think the whole idea is wrong because it is based 

on a misconception. First and foremost, it is supposed 
to prevent sterling from rising: but sterling did not fall 
when the Gold Standard left these shores! Otherwise 
prices here would have risen. Sterling, like water, found 
its own level and, like water, it cannot be compressed. 
It will continue, like all exchanges and water, to find its 
own level, and if it is dammed up it will either overflow 
or burst the dam. These artificial dams or prop! must 
be removed some day and then will come the reckoning. 
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\Vhen we borrowed the £130,000,000 from France 
and America last August in our mistaken and hopeless 
task of keeping the Pound sterling on gold, or rather 
keeping the gold attached to our sterling Pound, those 
credits were insufficient and we left the Gold Standard 
--or, rather, Gold left us--mercifully for us! 

We paid off' £30,000,000 of that ~edit in gold; 
but for the remainder we had the option of paying 
£100,000,000 in gold or, say, frs. 1"2,400,000,000. We 
elected to keep the gold and pay in francs, which francs 
we purchased at the average price of, say, 90 francs to 
the £ sterling. 

To purchase the 12,400,000,000 francs, therefore, 
it cost us £136,666,666 instead of £100,000,000, and 
we made an exchange loss of approximately £36,500,000 
on the deal. 

The Government evidently reckon that they can 
put against this exchange loss--which is an actual loss
the temporary sterling profit or premium on the gold they 
kept; but if sterling exchange rises or gold dollar and 
franc exchanges fall, that premium or profit on the gold 
will disappear into the air and the Exchange loss will 
remain. 

The idea of the Exchange Equalisation Fund of 
£ 150,000,000 was, I think, conceived and is being 
utilized for the purpose of keeping sterling down; it is 
really temporarily propping up dollars and Irancs. Those 
props must, however, one day be removed; then the 
premium on the £100,000,000 of gold will disappear 
and with it the premium on any gold or gold exchanges 
we may have purchased with the Fund. 

That loss might be avoided by lessening the gold 
content of the sovereign, but that would give a lP'eater 
monetary value to gold and so would depress prices of 
goods still further and deepen the trade depression. 

As I said before, it would be an attempt to balance 
a still greater pyramid of credit on a still smaller founda
tion, and the pyramid must co»apse. 

And in any event while w~who can use it-have 
so little gold and France and America-who have not 
learned how to use it-have so much, why raise the value 
of gold when silver is cheap and can reduce gold's power 
for evil? 



The operations of the Exchange Equalisation Fund 
have kept sterling down or, as I prefer to put it, have 
kept dollars and francs pro['Eed up; they have therefore 
enabled India to sell large quantities of gold and have 
helped our own export trade, all of which is most excellent 
provided we sell our gold' to France and America while 
they are prepared--as they are at present-to pay a 
premium for it. 

l3) What immediate action would you suggest i' 
(See reference in Foreword.) 

Sell our gold and buy several million ounces of 
silver or, at least, warn the Indian Government to keep 
its silver within the British Empire. If France and 
America were to corner silver as they have cornered gold, 
then the only door of escape would be slammed in the 
world's face and Civilization would collapse. 

Therefore I say: ACT WHILE THERE IS YET TIME. 

POSTSCRIPT. 

Mr. Moon asked me to read the proofs of this paper, 
and, as it was going to Press, he sent me the following 
addition.-(W.S.) 

M x V 
In case that axiom P = ---- is not understood, 

Q 
I enclose this foolish story told in terms of beer.
(H. E. MOON.) 

The following story is written so that any veritable 
" yokel" may understand what has gone wrong with 
the world's money machine, ~using a continuous fall in 
prices of everything, and how that wrong can be righted. 

Labour blames capitalism, but the real trouble is 
that the smooth working of capitalism is being upset by 
the Treaty of Versailles through Reparation and War 
Debt payments, which must be done away with, and the 
evils they have already done be undone, if civilization is 
to be saved. 
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HOW CONTRACTION OF CREDIT LOWERS 
PRICES OF GOODS 

(expressed in simple equations). 

Money x Speed of Turnover 
Price of a unit of goods = ----------

Quantity of goods 
MxT 

ThenP =--
Q 

£100 (M) x 8(T) 
And if Price = = £1 

800 (Q) 
Then Price of a unit of goods is £1. 

If volume of money is halved: 
£50 (M) x 8 (T) 

Price = = :£1 
800 (Q) 

And the Price of a unit of goods is 10/-
EXAMPLE. 

Pi~ture to your mind an old-fashioned "pub " in 
a country market town, with John Bull in his shirt-sleeves 
standing behind the bar, where the farmers brought. in 
chickens, eggs, and vegetables to be exchanged for beer. 

One chicken was worth two dozen pint pots of beer, 
and three eggs were worth one pint, and therefore one 
chicken was worth 7'2 eggs. 

The publican was very proud of his pint pots, 
because they were made of gold, and he did a steady 
business in exchanging beer for chickens, eggs, etc., with 
which he was able to buy his requirements of clothes, 
etc., and even a motor car. 

One day he noticed his pots were becoming fewer 
in number and discovered that an American farmer, a 
French peasant, and an Indian tiller of the soil were not 
only drinking the beer they received for their chickens. 
eggs, etc., but were also stealing the pots. 

The publican could not stop them at their game and 
his gold pots becam~ fewer and fewer, because he could 
only buy sufficient gold (owing to its scarcity) to make 
one new potler week, whereas his pots were disappearing 
at the rate 0 three a week. 

He could not get on with his trade fast enough and 
so he melted down his remaining gold pots and made the 
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requisite number, but they had to be of smaller size 
(i.e., contraction of medium of exchange). , 

The price of one chicken was still 24 pots of beer, 
but the size of the pots being smaller the value of one 
chicken in terms of beer had fallen, because it bought 
less beer, although one chicken was still worth 72 eggs., 

If that process had gone on he might have had to 
reduce the size of his pots to that of thimbles, because 
he had to give 24 pots of beer for one chicken according 
to law. 

The price of chickens would have reached vanishing 
point and the farmers would have died of thirst owing 
to the low price of chickens in terms of beer, although 
one chicken was still worth 72 eggs. 

Besides all this, the publican was selling only the 
same number of thimblesful of beer, where formerly he 
sold pints, and in consequence had to tell his friend, the 
brewer, to reduce the manufacture of beer, who in turn 
had to sack half his staff. 

One day he decided to melt down his remaining gold 
pots and add enough silver to make sufficient full measure 
pint pots out of the alloy thus obtained. 

He was then able to carry on a roaring trade in the 
exchange of beer for chickens, etc., to his great satisfaction 
and to the comfort of the farmers. 

That is Bi-meta1lism, silver being necessary to 
supplement the shortage of g-old, owing to three-fourths 
of the world's trade gold havmg gone into two dead ends 
in New York and Paris, which is fast killing the gold 
standard. 

H.E.M. 

(Further to stimulate thought, may I add to this 
story?-W.S.) 

To continue the simile: Why should not the publican 
be up-to-date and sanitary, and serve his beer in paper 
cups, such are used extensively on the Continent? The 
cups could be thrown away after use, and each customer 
could 'have a clean one at negligible cost, and any quantity 
of cups of the required size could be made rapidly and 
cheaply to keep pace with the consumption of beer. 
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INTRODUCTION 
The Following Report was prepared by a Special 

Committee set up by the Federation of British Industries to 

~amine and report on British Monetary and Financial 

Policy in relation to industrial and commercial development. 

The Report was unanimously adopted lUld approved by 

the Grand Council of the Federation of British Industries 

at a meeting held on April 27th, 1932. 



April, 1932 

REPORT 
on 

INDUSTRY AND MONETARY POLICY 

T HE failure to achieve stability under the post war gold 
standard, and the abandonment of that standard by 
Great Britain and many other countries has once 

again faced this country with the problem of formulating a 
National Monetary Policy. The Federation of British 
Industries accordingly feels that the moment is opportune 
for ~ating in the light of the experience of the past five 
years certain essentials of our National Monetary Policy in 
so far as they relate to the needs of industry. 

The Basis of a National Monetary Policy. 
I. The basis of industry's views on money is that financial 
policy cannot be divorced from industrial and commercial 
policy without grave detriment to the latter. The events 
which contributed to produce the present world crisis afford 
a striking confirmation of this view. Mention may be made 
of the following:-

(IJ. War Debts and Reparadon8. These "have in
volved the adjustment of financial1iabilities without regard 
to the trading relations of the countries concerned, more 
particularly from the point' of view of the ability of debtor 

", countries to liquidate their commitments in goods without 
doing harm to the industries of the creditor countries. 

(2). Maldlstributlon of the Gold Supply. Gold, the 
traditional basis of the World's Currency Systems. has. 
since the war, been distributed without regard to the special 
services which the individual currency systems are called 
upon to render to world industry anti commerce. Before 
the war new additions to the gold supply tended to flow in 
such directions as new commercial development dictated. 
Since the war its distribution has been determined largely 
by transactions of an extra-commercial character. 
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(3). U.S.A. Investment Policy. Over the past 
decade the U.S.A. has devoted a substantial part of her 
excess financial resources to pyramiding a gradually extend
ing superstructure of " financial .. credits on her domestic 
commercial and industrial organisation without due regard 
either to her own commercial possibilities in the future or to 
the probable course of evolution of the World's productive 
needs. In addition she has lent on a considerable scale to 
countries outside her borders where productive activities 
have been competitive rather than complementary to her 
own, and therefore not of a character to hold out much hope 
that those countries would be able in ,the near future to 
promote either' a sufficiently large return flow of com
plementary goods and services to liquidate their loans at 
due date, or that they would be in a position to secure the 
necessary funds by sales of their competitive domestic 
commodities in a highly restricted world market. 

(4). Stock Market Speculation. As is well known, 
during recent years Stock Exchange Speculation has diver
ted an important part of the World's available supply of 
liquid money and savings and raised their price, ,thereby 
inhibiting the continuing outflow of new inveStment of a 
productive type. 

(5). li'orestaUinl1 Future Consumption. In the, 
U.S.A., in particular, during recent years production for 
consumption has been over-stimulated by an excessive 
development of instalment credit. As a result output was 
expanded at a rate which it was impossible to maintain for 
more than a temporary'period, having regard to the actual 
rate of growth of the earning capacity of the general body 
of American consumers. These latter were in many direc
tions encouraged to increase their current consumption to a 
level which inevitably entailed a corresponding contraction 
below normal at some future date, thus increasing the 
severity of the present slump, 

(6). Post War Reconstruction Loans. Funds which, 
had there not been competitive demands, would have been 
available at low rates of interest for use in promoting 
something more nearly approaching the British pre-war 
system of International development, have been devoted to 
succouring " distressed .. countries by providing them with 
loans through their Governments, Central Banks. Industries 
or Real Property Holders. 
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(7). Government Expenditure and Indebtedness. 
It has become the fashion for Governments to embark on 
expenditure of various kinds, including extensive social 
services, without giving sufficient consideration. to the effect 
of such expenditure on current commercial needs, or its 
relation to the future evolution of their country's industrial 
system, or to any conscious plan of development. Its 
motive has often been to implement political promises or 
provide temporary occupation for those whom industry 
has been unable to absorb at current rates of wages. 

Account must also be taken of the growth of Governmen
tal and Municipal debt since the war. British Governmental 
funded and unfunded debt, which represents a debenture 
charge on the country, has increased twelve fold since before 
the war, from £6W million in 1913-14 to lJ,400 million in 
1930, whilst the loan debt outstanding of Local Authorities 
has doubled from £650 million to £1,300 million. Though 
these loans may, in part,have been used for productive pur
poses, they must in considerable measure be regarded as a 
debenture charge on productive enterprise, since their expen
diture has not formed part of a general plan of commercial 
development. 

II. The disturbing effects of these "financw" operations on 
industry and commerce may be summarised by saying that 
they resulted in diverting on a large scale, and for a con
siderable period, "industrial" funds from their natural chan
nels by encouraging investors to prefer "money lending" to 
" productive investment." Some measure of the extent 
of this diversion, so far as Great Britain· is concerned, is 
given by certain investigations which have been made into 
the destination of British savings during the past decade. 
It has been estimated on the basis of the statistical data 
available, that even in an active year such as 1924, probably 
less than half the new British saving was available for the 
deVelopment of new enterprise. and of this 4/5ths was 
supplied from profits put back into business. To-day it is 
likely to be a much smaller proportion. At the same time, 
during this period profits were taxed at the maximum rate. 
That is to say, the savings available for productive invest
ment were both. deliberately restricted and diverted to 
el(tra-commercia1 channels. 

III. The cumulative effect of this growth in the "financial" 
demand for fundswas to force money rates higher and higher, 
far beyond anything which ordinary productive enterprise 
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could afford to pay. Industry's ability to pay interest on 
borrowed money is conditioned by the level of profitability 
of the ventures and transactions for which it borrows. 
And in a world disorganised by the War, overburdened by 
taxation and bereft of its normal quota of industrial savings, 
the rate of interest which industry could afford to pay was 
below rather than above that ruling before the war. Yet 
before the onset of the present slump the rate of interest was 
almost half as high again as in the period 1900 to 1914, and 
nearly double that in the middle nineties--a period when 
general conditions more nearly resembled those of the 
present day. 

IV. But this damming up of the natural channels of 
commercial investment on which the world normally relied 
both to provide Jutu,. markets for its current types of 
product and to prepare new products for trade exchange, 
was not the only damage done by these .. financial" 
credits. 

Many of these credits had been lent to countries and 
ndividuals who used them to place current orders which 

otherwise they never could have afforded to place. 

This temporary inflation of demand in turn encouraged 
suppliers to make what proved to be very extravagant 
estimates of immediate and prospective requirements of 
current types of goods. Excessive expansion in productive 
capacity in many directions, and the prevention of certain 
downward adjustments of prices and money wages, 
necessary to the next phase of commercial evolution 
(i .•. the resumption of the orderly and continuing develop
ment of Jut .. ,. markets), were inevitable sequels. 

When the day of reckoning arrived, and no new credits 
were available to replace the old, the whole structure 
collapsed bringing down with it the pillars of the money and 
price super-structure. 

V. In any event the postwar decade was bound to be a 
period of serious difficn1ty. During the war the world may 
be said to have been engaged in mortgaging its resources 
many years ahead and spending them in directions which 
were non-reproductive from the marketing point of view 
(i.e. could neither create for its current goods new' markets 
which could continue to expand beyond the duration of the 
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war, nor serve as generating points for developing still 
newer types of goods for sale in the existing market at a 
subsequent date). This expenditure accordingly was in 
opposition to the, natural trend of commercial evolution. 

Britain's Pre-War Plan. 
VI. The phrase " natural trend of commercial evolution ~ 
calls for special comment. 

It is customary in referring to matters relating to 
monetary policy to treat the industries of a country as if 
they consisted of a collection of separate and independent 
units. This has led to grave misunderstanding. The idea 
that, because before the war we had no open and con
sciously directed plan operating to control our national 
development, that development was unplanned is incorrect. 
Hiswrically the industries of every country are inseparable 
parts of a single plan of "National" development. Everynew 
industry involves an adjustment of the national plan not 
only through the diversion of labour or materials, or by 
alteration of the direction of consumption, but frequently 
also by the change in the direction of evolution of the plan 
as a whole to which it leads. 

Like every other part of nature, the stability of an 
industrial system has depended on maintaining a balance 
between certain innate natural characteristics, such as 
geographical location, raw material supplies and skill of the 
people, and the general political, social and commercial 
environment in which these characteristics are given free 
play. Britain's plan was an "international" plan. 

VII. How this plan worked can be seen by reviewing the 
broad changes during the hundred years before the war. 

In 1820 England was almost a self-contained country. 
Her trade with other countries, though not unimportant, 
was not essential to the life of her people. By the outbreak 
of the world war in 1914, she had brought nearly the whole 
world into her orbit. She had carried the subdivision of the 
work of providing the world's needs so far that almost every 
country was dependent upon others for some of its comforts 
and necessaries of life. Manufacturing and production 
processes, of which every stage from raw materials tt> 
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"finished products was in 1820 carried out by a single individ
ual or group of individuals. had by 1914 been subdivided 
into a chain of almost innumerable linked processes. each 
<:a.rried out by a different individual or grouP. often located 
in widely separated areas. The supplies of new gold were 
.applied in the main to the furtherance of this development. 
An integral part of this evolutionary growth was the transfer. 
by a. process which in the modem world would be termed 
., rationalization." of those occupations and industries from 
the older countries. where the gradual exhaustion of 
domestic resources or the limitation of area and growing 
,density of population were making it increasingly difficult to 
-cheapen prices still further by "intensive" methods. 
(i.e .• improving the efficiency of the individual) to the newer 

-countries. where the larger areas and less dense populations 
made it practicable to increase output per person by 
•• extensive" methods. (i.e., by providing a larger area 
perman). 

By 1914 only a small fraction of Great Britain's popula
tion could be fed from the produce within her shores. and 
the supplies of her essential industrial raw materials were 
drawn from the four quarters of the globe. 

VIII. Up to 1850 her trade with new countries had been in 
the main with coastal towns, whose hinterlands were still 
undeveloped, and ocean transport development was in the 
.ascendant. Later, the inland regions were brought into 
the channels of world trade by the building of railways to 
link them with the coast. Great Britain was the leader in 
these developments. The United States, South America, 
India, Canada, South Africa, Australia, New Zealand and 
-other countries were added to world commerce largely 
through the instrumentality of the industrial and financial 
assistance afforded by Great Britain. Our coal and iron, 
combined with the skill of British labour, enabled us to 
supply ever-increasing quantities of steel and engineering 
products and other materials needed for the development 
.of transport both on land and sea. Our cotton mills 
provided clothing for hot countries and our woollen mills for 
cold. London was the centre in which all countries kept 
their flnid balances and in which Were cleared all their 
varying transactions. The various services rendered by 
Great Britain to international trade in connection with 
banking, insurance, shipping and communications formed 
part of this general plan of complementary evolution. 
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The Process of Industrial Evolution. 
IX. The process by which the industrial organism grows 
is commonly referred to as the Division of Labour. It 
begins life as a simple community, and then, by gradually 
splitting up its primary occupations by the process of 
standardisation and specialisation, produces a gradually 
extending chain of linked sub-divisions, each link in time 
developing into an individual industry, though still of 
course joined to the others in the sense that it is compelled 
to mainta.ill its position in the chain, and that its prosperity 
is still largely dependent on that of the other links in the 
chain. Money plays the part of a .. blood stream" by 
acting both as the" carrier " for goods from one part of the 
system or chain to another, and as the medium for 
mobilising the surplus nourishment (i.e. savings) of the 
whole and distributing it to the .. growing points," i.e. the 
new industries and developments, where it will be put 
to the most profitable use. 

It is one of the laws of this process of growth by sub
division that funds, which orderly evolution requires should 
be devoted to lengthening a particular industrial chain or 
series of chains, cannot be diverted to other purposes 
without interrupting the continuity of the general evolution. 
Nor can a chain once lengthened be contracted again without 
risk of serious injury to the organism as a whole, since the 
industrial organism is in general incapable of retracing the 
steps of its earlier evolution. 

X. Naturally in real life this process of growth is never 
wholly free from imperfections. There have been many 
occasions in the past when over-rapid development in some 
part of the trade organism, due genera1ly to financial 
speculation, has brought a temporary dislocation of the 
orderly long-term progress of the whole. During the nine
teenth century, moreover, serious complications were also 
introduced by fluctuations in the supplies of new gold and 
silver which caused an over-acceleration of progress of the 
whole organism at some .periods, and an undue slowing 

-down at others. 

XI. The International plan of development outlined above 
-which may justly be termed the British plan-was not the 
only plan. Countries like France, Germany and Italy 
(and in the latter part, the U.S.A. also) were in addition 



~8-

promoting more or less independent national plans of their 
own. These in the course of time began to impinge on. 
and intrude into the British plan. The adoption of gold 
by these countries as the basis of their currencies was 
probably in a large part dictated by a desire to attach 
themselves to the British plan in order to participate in the 
benefits of the markets which British enterprise had opened 
up. 

These countries, nevertheless, in the main persisted in 
following their independent National systems.· This was 
facilitated by the surplus of new gold which allowed them 
to maintain their national money systems while linked with 
the British International system; it also permitted gold to 
be used as a means of storing savings which it was not 
deemed prudent or wise to invest immediately. 

XII. The position at the outbreak of war may be broadly 
summarised as follows:-

France, with her relative scarcity of coal and iron, had 
produced a people living by agriculture, with an almost 
feudal attachment to the soil, self-contained, preferring old 
ways and investment in safe domestic securities. In short, 
France with her almost stationary population, was rapidly 
·approaching the Economists' ideal of stability, with its 
ultimate goal an .. age of leisure." 

The German Empire, with her linking up of the strong 
city traditions of politically independent States at a time 
when the exploitation of her coal and iron resources was 
encouraging industrial ideals, had consciously fostered a 
system of planned national economy. The stability of this 
national plan was disturbed by the need for markets outside 
her frontier to provide outlets for industries rapidly expand
ing under the stimulus of new gold, and also for additional 
food supplies for her growing population. 

The U.S.A., which developed by expanding along the 
lines originally laid down by the earlier British adventurers • 
and investors had, by 1914, brought into being a vast 
homogeneous market, where differences in tastes, fashions 
and traditions had not yet had time to crystallise. Here, but 
for the war, might perhaps have been achieved another 
stable and self-contained system. 
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Other new countries opened up during the period, however, 
--such as Canada, Australasia and South America,-were 
still a long way from either maturity or stability, and 
continued to develop within the basic British plan. 

The association, for a time, of these highly diversified 
systems in one common "international" monetary arrange-' 
ment was probably one of the most misunderstood economic 
achievements of the nineteenth century. 

XIII. The war shattered that association probably beyond 
recall. Perhaps a breakdown was in any event inevitable. 
The plethora of new gold which had encouraged thai 
temporary association probably helped alse to exacerbate 
the underlying disharmony, and may have been an indirect 
cause of the war itself. 

XIV~ If the above description of the situation is broadly 
accurate, then it seems that from the British point of view 
it is more proper to regard the pre-war "international " 
gold standard as having in effect been an international 
steYling standard, that is to, say, sterling rather than 
gold was the world currency. On this view it is no mere 
accident that the abandonment of gold by sterlinl: has 
almost automatically led to its being abandoned by 'a large 
number of counqies with which Great Britain was linked in 
the past. It witnesses the extent to which the pre-war 
British plan of deVelopment has survived the economic 
blizzards of the war and post war years. 

XV. The pre-war international arrangement, therefore, 
afforded no firm assurance that the world had reached a 
stage in its evolution when it was possible to make a single 
monetary policy suit all of a number of different countries, 
differing in stages of development and evolution, enjoying 
different standards of living, and most important of all, 
with real production advancing at different rates; nor 
that the time was ripe for the adoption of a unive1'sal stan
dard of value for the adjustment of debts of all kinds. The 
pre-war surplus of gold alone made it possible to combine 
its use as the basis of currency in the British complementary 
system of international trade with its employment as a 
basis of national currency and, a means of accumulating 
treasure in countries outside that system, without one 
use interfering with the others. 
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The Post-War Problem. 

XVI. The fundamental problem of the post-war world was 
to remarry the flow of money and the flow of goods and to 
produce a new healthy offspring of orderly international 
development. The present world crisis is a measure of the 
failure to bring about that remarriage. 

The basic influence behind the British pre-war pIan of 
development was the concentration of Great Britain's 
financial resources in exploiting her position as pioneer in 
.industrial invention as applied to transport, communica
tions and power, to the constructive opening up of the agri
cultural resources and raw material supplies of the virgin 
areas of the globe. In the course of time each of these new 
areas in turn began to embark on a career of industrialisa
tion also--that is to say, began to break away from the 
parent industrial system and start an independent system 
of its own. In the countries where this happened the 
natural growth of the population, together with emigration 
from Europe, gradually led to the increasing absorption of 
the local food and raw material supply by the local 
inhabitants, compelling the mother country either to tum 
elsewhere for new supplies, or to see the growth of her 
prosperity checked, and possibly converted into a decline, 
by a rise in her cost of living. 

Indeed, from this point of view the history of Great 
Britain's investment policy may be not inaptly summarised 
as having been devoted to providing her steadilyexpanding 
population with continuing supplies of cheap food and raw 
materia1s in a world becoming progressively industrialised 
under her influence and financial guidance; 

This task absorbed such a considerable part of her savings 
and monetary resources, that she in effect became mainly 
responsible for financing the greater part of the growth, 
collection, transportation and distribution of the world's 
food, textile and mineral raw material supplies. 

XVII. In short Britain's monetary and productive activities 
were inseparable parts of a single commercial policy. 

Failure to appreciate this close 1inkage between British 
pre-war monetary policy and British pre-war trading 
activities may well go far to explain the present confusion. 
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Since the war it has almost become an accepted practice 
to treat money and production as if they were two indepen
dent factors in commercial policy, each of which is capable 
of alteration and adjustment independently of and without 
necessarily hanning the other. While during the nineteenth: 
century it was in general probably true that money saved by 
individua1swas, by the intermediary of the banking system. 
directly or indirectly transferred to "productive invest
ment," that is to say directed to forwarding the general plan 
of commercial development and so adding to the capita! 
resources; since the war it has not. 

But our pre-war banking system was successful in this
respect only, because its primary function was to make
money act as a "bloodstream" in a single plan of 
industrial and commercial development, that is to say act as. 
a " carrier " for the various materials and resources needed 
for growth from one part of a unified system where they 
ei~~er were not ne~ded, or were in excess, and directing them 
to Its II new growmg shoots." 

Naturally that arrangement was not perfect, but, if due
allowance is made for political accidents, human error, the
vagaries of nature, and the circumstances that no1Ii' 

additiOflS to the basic money supply were allowed to depend 
in the main on chance discovery of rare metals, it functioned 
tolerably well. 

When we come to examine the relations of money. 
savings, and productive investment in the post war world 
it becomes immediately apparent that they are no longer 
linked together throngh the Banking System in the pursuit 
of a common commercial objective. In the earlier half 
of the l;I.st century, when the relations between trading 
countries were mainly complementary, it could be assumed 
that an increase in British foreign investment would lead 
to an increased outflow of British exports whic;h would both 
stimulate the commercial development of borrower and len
der, and forward the plan of continning world progress; in the 
post war world, where the relations between lending and 
borrowing countries have frequently been competitive, this 
assumption has ceased to be correct. 

The distinction between "money lending" and "invest
ment," which was relatively unimportant so long as changes 
in lending and borrowing were closely and directly associated 



-12-

with changes in productive enterprise and world develop
ment, and, above all, took place in a system definitely 
organised to promote a Special long term plan of commercial 
evolution, has, we have seen, become a major issue of the 
day. 

Those who hoped that the re-adoption of gold as the 
international standard would lead to a restoration of the 
earlier complementary system have been bitterly dis
appoirited. The partnership between industry and finance, 
which had been laboriously constructed during the nine
teenth century, had been strained past breaking point. 
Finance had ceased to act as the servant of industry 
and became its master. 

Comp]ementary versus Competitive 
Investment. 

XVIII. An outstanding problem of the present depression is 
the liquidation of a whole series of international debts 
(consisting partly-but only partly-of war- time in
debtedness and reparations) created during the decade 
ending 1929, which were made without regard to either the 
productive needs of the world, the t,ading ,elations of 
debtors and creditors, or the need to maintain in the natural 
evolution an element of order. 

These commitments were incurred at a time when the 
increase in the world demand for certain types of goods was 
being threatened by the approaching stagnation of the rate 
of population growth in the principal White communities, 
as well as by the circumstance that it was becoming 
increasingly difficult within these communities to mobilise 
for transfer to more favourable localities, or provide with 
new productive occupations in the existing areas, workers 
rendered obsolete or redundant by machinery. 

Such debts, as everyone agrees, can in the main only be 
paid in goods, but, as everyone also agrees, this is in practice 
impossible, because the only goods in which the debtor is in 
a position to discharge his indebtedness are of a type which 
the creditor cannot accept without sacrificing his home 
industries, and employment. Not only have loans been 
made without regard to the necessity of maintaining order 
in the process of world industrial evolution, but debts have 
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been encomaged between countries whose trade is com
petitive instead of complementary. Loans to compZ
Iary trading countries can be made self-liquidating if, as was 
the case with much of British pre-war overseas investment, 
the loan can be used to stimulate the production of goods 
which the lender will need in the future. Besides, when a 
breakdown occurred under that system, due to over-lending, 
a re-adjustment was not difficnlt to effect, since it was to the 
long tenn mutual interest of the two countries that they 
should come to some arrangement. 

Not so between competitive nations. The debt may 
remain a debt, and, as in the case of many post war loans, 
interest has to be met by further borrowing; and so on 
ad i .. fi .. itum. Moreover, in so far as the loan has been used 
to create a capital asset to liquidate the debt, then since 
this asset is likely to be competitive with a corresponding 
asset in the lending country, it may mean that the bor
rowing country will succeed in repaying its debt only if it is 
able to cause a corresponding loss of income in the original 
lending country by defeating it in world competition. 

While it is possible that this result can in part be evaded 
by what are known as triangular transactions, that is to say 
by the debtor and creditor countries adjusting their debts 
by means of their trade with a third country, this does not 
remove the fundamental disharmony. It remains true that 
loans between complementary trading countries can help 
to promote commercial progress and orderly evolution, 
while in general loans between competitive countries will 
tend to interrupt it and occasion disorder. 

Under the former system of investment, Banking policy 
can be made to serve as an instrument for promoting 
stability of price and exchanges; under the latter it cannot. 

It may be observed in passing that even in the immediate 
pre-war years there was a growing volume of complaints 
from British industry that insufficient care was being 
exercised by responsible financial authorities in distinguish
ing between these two types of lending. 

The Way Out of the Present Confusion. 
XIX. The abandonment of the gold standard by Great 
Britain in September 1931 was the final admission that the 
pre-war evolutionary structure could not be restored by a 
system of .... iver.al internationalism, and that we must start 
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afresh on a more modest scale. A new British system must 
be constructed on the ruins that remain of the old; a 
structure more suited to the changed environment. 

As under the earlier system, the guiding principle of this 
new system must be the needs of trade. Our energies must 
be devoted to conserving our financial resources for produc
tive uses, in the broad sense, to guiding the stream of 
investment into directions which will bring orders directly 
for British goods and, in general, to encourage continuous 
and orderly commercial development on complementary 
lines. 

xx. If the above is to' be our general objective, the 
question arises :-How are we to extricate ourselves from 
the present world confusion? This would appear to call 
for certain major changes in our existing financial policy. 

First, the time has come when we must courageously face 
the fact that both our own salvation and the ultimate hope 
of world recovery depend on our refusing to continue any 
longer to support certain Nations, who, owing to Jaulty 
borrowing and misguided investment in the past, or other 
causes, are unable to meet their commitments. 

Second, British Financial policy henceforward must be 
openly and deliberately directed to the task of recon
stituting a system of British commercial development similar 
to that which operated before the war. 

This will necessitate an element of conscious planning in 
our financial policy until such a time as a system of com
plementary inter-trading has been reconstituted. 

Third, the problem of reconstructing a single universal 
international system must be approached by way of the 
intermediate process of building up for ourselves a poten
tially self-sufficing group of complementary inter-trading 
countries. Such a group, given mutual goodwill and 
confidence, should enable us to ensure stable exchanges 
over a wide area, while maintaining stability in the basic 
price and productive structure of the grQUP as a whole. 
Within the limitations imposed by this arrangement, there 
should be room for active co-operation with other simi1ar 
groups in promoting the common "internatioual" welfare by 
means of international arrangements in regard to such 
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matters as the functioning of gold, industrial ententes and 
any other suitable links which experience and the natural 
course of evolution may provide. 

Recommendations. 
XXI. The fundamental problem of British Monetary 
Policy is accordingly to reconcile the needs of finance and 
industry in the promotion of a conscious plan of active 
progress which will be both orderly and balanced. 

On this, the greatest problem of all, the Federation 
appreciates that only those in charge of our monetary 
affairs are in a position to . translate into practice the 
suggestions for guidance put forward by the Federation on 
broad lines. It does, however, insist that monetary policy 
should be consciously directed to the furtherance of a 
definite and far-reaching plan framed in accordance with the 
fe<iuirements of industry and commerce. 

XXII. A British monetary policy should have as its 
primary objectives :-

(a). The recovery of the le~el of prices to a figure at 
which production can be carried on with reasonable profit, 
and the excessive burden of debt charges mitigated from 
its present intolerable severity. 

(b). The maintenance thereafter of stability in. the 
structure of production and prices with a view to the 
avoidance of violent fluctuations in employment and the 
purchasing power of the national currency, such as have 
proved so disastrous to industry in the past and at the 
present time. 

(c). In the matter of internal investment, the control of 
the direction of new investment in such a way as to secure 
the maximum of advantage to British industry in obtaining 
the necessary capital for desirable developments at home. 

(d). In the realm of foreign, or external, investment the 
direction of the flow of new capital so as to guide it into 
British owned enterprise abroad, or into countries which are 
within what has been called the sterlingarea,and into enter
prises in those countries which are of a complementary and 
not of a competitive character. 
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This policy, it will be observed, accords closely with the 
Federation's declared policy in other fields. 

Taxation Policy. Its taxation policy has as its main 
objective the avoidance as far as possible of wasteful or 
unproductive national expenditure and the relief of industry 
from taxation which discourages enterprise and adventurous 
development, in particular from taxation such as that 
on company reserves which represent those portions of the 
national savings which are most readily available and most 
likely to be used for immediate profitable industrial purposes, 
and the promotion of development along British chann,els. 

The Imperial Aspect. The Federation's Empire 
policy aims at re-linking as directly as is possible monetary 
and industrial policy in those parts of the world in which 
Britain's interests are most directly engaged and within 
which her powers of effective participation are greatest. 
Starting with Imperial Preference as a basis, it envisages 
long-term trading arrangements of a mutual char-deter for 
complementary industrial and commercial development 
within the Empire economic family. 

External Investment Policy. If monetary policy is to 
be fitted into the picture thus beginning to appear in 
outline, it is necessary to recognise the need for a more 
sober estimate of Britain's international responsibilities and 
capacities in the field of finance, corresponding rather to the 
practice of the later nineteenth century, when, consciously 
or not, the financial authorities limited the activities of 
British external investment mainly to the complementary 
trading countries, than to the period of busy concern with 
the problems of European reconstruction which overstrained 
our resources in the decade from 1920 to 1930. Without 
waiting for the day when it will once again become prac
ticable to envisage the possibility of a universal international 
monetary understanding, we must set to work at once to 
consolidate as large a group as practicable of countries, both 
within and outside the Empire, which are wi1ling and able 
to co-operate with us in a system of mutual interchange and 
harmonious evolution. 

European Loans. It is indisputable that conditions of 
economic distress and disorder in Central and Eastern 
Europe react unfavourably on British trade and commerce 
and narrow the market, not only for British manufactures 
but also for the raw materials and primary products of the 
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British Dominions and the Indian and Colonial Empire. 
Nevertheless, the lesson of the last ten years should be 
sufficient warning of the unwisdom of so over-extending our 
resources by excursions into the field of European loans and 
financial help to trading competitors, as to paralyse our 
power of effective assistance both to our own industries and 
to the development of countries of complementary trade. It 
is pertinent to observe that in the last analysis it is from the 
profits of British industry that the savings are drawn which 
become the new capital available for new investment, and 
industry has surely a strong claim to an effective voice in 
determining the channels into which such capital should 
flow. 
XXIII. The Price Level. Returning now to the four 
objectives of British mon,etary policy set out in paragraph 
XXII above, we proceed to consider, without attempting to 
be dogmatic or to enter jato great detail, what practical 
action suggests itself for securing these objectives. As 
regards (al, the raising of the present price level, all that can 
be said is that such a rise in prices depends on a recovery of 
demand, not ouly at home but also abroad. British policy 
can by itself do little directly to influence the price level in 
such countries as the U ,S.A., France or Germany. At the 
same time, thelevelofsterlingpricesisso important a factor in 
determining the level of gold prices, and the markets of the 
countries within the sterling area are so large a proportion of 
the world's markets, that a rise in sterling prices, based not 
on mere multiplication of the volume of sterling money but 
on a real increase in the volume of trade within the sterling 
area, would powerfully affect the level of world prices. It is 
submitted, therefore, that it is not necessary to sit still and 
fold our hands until world conditions improve, but that, on 
the contrary, there is much to be gained from a policy of 
rigid control of Government expenditure, maintenance of 
cheap money rates, bold conversion of the national debt on a 
lower interest basis, reduction of the floating debt, relief of 
industry from taxation where it is specially burdensome, and 
encouragement of new enterprises at home, and direction 
and stimulation of the flow of capital into new developments 
within the Empire or in foreign countries which are within 
the sterling area, subject to the proviso that such develop
ments are calculated to foster British industry. If by 
means of such a policy the level of prices and the volume of 
interchanges of goods and services within Great Britain and 
between countries in the sterling area can be sensibly 
increased, and the present tendency to continual contraction. 
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of activity can be definitely reversed, even if the initial 
recovery is confined mainly to parts of the sterling area, the 
monetary authorities of this country would have achieved 
a notable victory over the demon of trade depression, and 
would have served the interests not only of Britain and of 
the Empire but of the whole world. 

Trade Fluctuations. The second objective, (b), the 
a voidance of excessive fluctuations in prices and production, 
is one with whose desirability no one quarrels, but its prac
ticability is widely doubted. The Federation appreciates the 
dangers and difficulties of attempts to give practical expres
sion to this objective, but it submits that industry and 
commerce are fully entitled to demand of finance that it 
should concentrate without delay on the task of making 
money perform what are patently its primary functions, 
viz. : to provide an equitable measure of value for debts and 
to prevent the world from being subjected, owing to the 
failure of its monetary system, to an unending series of 
booms and slumps. The basic aim should be to link up 
changes in the available supply of money as nearly as 
possible to changes in production. Orders for goods, rather 
than the financial resources and credit of the borrower, 
should form the basis of a title to banking facilities. In
creases in the production of goods for which sound orders 
.are forthcoming should automatically entitle the producer 
to secure the money needed to carry the goods. 

Monetary Stability. The feasibility of securing stable 
money conditions will be greatly enhanced by a policy of 
monetary co-operation within the sterling area. The objec
tion that a stable structure of internal prices is incompatible 
with stability of exchange rates is perhaps conclusive if our 
aim is confined to the narrow boundaries of a single country 
such as Great Britain. The dilemma ceases to be relevant 
.once the sphere of operation is widened so as to embrace the 
whole or the greater part of the British Empireorthe sterling 
area. The forthcoming Conference at Ottawa would seem 
to offer an ideal opportunity for a thorough exploration of 
the possibilities of concerted action to promote equilibrium 
in the basic price structure, balanced production and 
stability of exchange within the Empire, the door being kept 
wide open for the admission of countries such as Scan
.dinavia and South America to the sterling group. It is not 
necessary to contemplate a rigid constitution of formal 
treaties and elaborate organs for regulating the membership 
-of such a group and the practical mechanics of operation. 
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The first need is for mutual understanding as to the goal, 
and active collaboration in working the system. Here again, 
conscious direction of the flow of capital, whether for short 
term or for long term investment, will be found a necessary 
and potent instrument for securing the desired objective. 

Organisation of Capital Market. The course of the 
argument bas already led us to insist on the importance of 
the control of the flow of investment which is dealt with 
under objectives (c) and (d)-the conscious direction of new 
capital into both internal and external developments, of a 
kind calculated to foster British industry. The Report of 
the Macmillan ,Committee contains much that is very 
germane to this subject. (See append;" page 21). 

The Federation desires to endorse generally these 
recommendations of the Macmillan Committee and to press 
strongly for early action along these lines. It recognises 
that the practical steps 'to be taken to implement these 
recommendations may involve greater control over the 
flow of investment than was traditional in pre-war days. 
It bas not been deterred by this consideration from making 
the recommendations which the needs of British industry 
have seemed to it to dictate, and it is ready to co-operate 
with the monetary authorities in such action as is best 
calculated to promote its declared objectives. 

Summary and Conclusions. 
XXIV. We sum up our conclusions as follows:-

(1). In the pre-war period British monetary policy was 
directed, albeit largely unconsciously, along the lines of a 
consistent plan calculated to promote and foster British 
industry and commerce by active development of com
plementary trading countries. 

(2). The uncontrolled association, through the Gold 
Standard, of other countries having independent national 
plans, suchas FranceandGermany, with the British plan was 
an unstable and highly artificial economic phenomenon. The 
war shattered that association, prohably beyond recall. 

(3). The World Gold Standard as it operated in the 
pre-war period was in fact predominantly a sterling stan<h\rd. 

(4). The breakdown of the Gold Standard in Great 
Britain in September, 1931, marks the final failure of the 
attempt, probably foredoomed from the first, to recreate 
after the war the pre-war international monetary system. 
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(5). In her efforts to achieve this purpose Great Britain 
lost sight of the true meaning of her pre-war plan and over
strained her resources in giving financial help to European 
reconstruction, which involved making, to competitive 
trading countries, loans which she could not afford to make 
(nor, indeed, could the recipients afford to accept). 

(6). In so doing, Finance divorced itself from Industry 
and Commerce and became at times even antagonistic 
to them. The extent to which in this period Finance 
became the master instead of the servant of Industry 
(which is the ultimate source of all new capital) is the 
measure of the mis-direction of energy involved. 

(7). Free from the shackles of a mismanaged Gold 
Standard, British monetary policy must now consciously 
adopt a new plan, duly subordinated to and co-ordinated 
with commercial and industrial policy, involving a re
version in large measure to the unconscious pre-war British 
plan. 

(8). The primary objectives of the new British monetary 
policy should be :-

(a). To raise the level of sterling prices to a figure at 
which production can be carried on with reasonable profit. 

(b). The promotion thereafter of stability in the price 
structure and balanced production within the sterling area. 

(e). The conscious direction of the flow of savings into 
new investments calculated to secure the maximum of 
advantage for industry. 

(d). The direction of that part of the National savings 
available for external investment to countries within the 
sterling area, which are countries of complementary trade. 

(9). With a view to promoting all these objectives, the 
opportunity of the Ottawa Conference should be seized to 
explore the possibilities and bring about the maximum of 
mutnal understanding (not. however, based on rigid 
agreements or ambitious machinery) for the adoption of a 
common Empire monetary and industrial policy, so designed 
as to facilitate the admission of other countries willing and 
able to co-operate with a sterling group, leaving the question 
of a possible universal monetary understanding to be settled 
at a later date, if and when monetary internationalism again 
becomes a practical proposition. 
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APPENDIX 

THE MACMILLAN COMMITTEE'S PROPOSALS 
relatin~ to 

THE CAPITAL MARKET 
FOR HOME INVESTMENT 

THE Federation of British Industries, in the second 
part of the evidence submitted to the Macmillan 
Committee on Finance and Industry, drew attention 

til the need for a more liberal and constructive financial 
policy, to meet the needs of industry under present day 
world conditions. They pointed out that there existed 
in certain sections of industry a fee1ing that the British 
Banking system, which apparently worked in a reasonably 
satisfactory manner in the pre-war period, had not adaptell 
itself to the changed conditions of the post war world. 
There had been a certain lack of flexibility in the financial 
facilities made available by the banks during the past 
decade, both in regard to length of term and in general 
conditions. Time and the war had brought new and more 
complex circumstances and it was open to question whether 
our banking system possessed the machinery requisite for 
enabling it to adjust the distribution of the aggregate 
national credit as between the several branches of our 
national activities in the manner best suited to the present 
industrial environment. 

The Macmillan Committee, in associating itself with this 
view, observed that the future development of British 
Industry, particularly in the establishment of enterprise 
abroad, called for a closer integration of the financial and 
industrial worlds through their appropriate organisations, 
since a knowledge of foreign conditions, far sighted planning 
and large supplies of capital would be, or might be, all 
required. They added that .. In the realm of foreign 
investment it is primarily toward British-owned enter
prises abroad that we should wish to see our energies and 
capital turned rather than merely towards subscribing to 
foreign Government and municipal loans, which absorb 
our available foreign balance while doing little for our 
industry and coDimerce." 

They questioned, however, whether our financial organisa
tion was as fitted as it might be to supply industry (1) with 
intermediate credit and (2) with long dated capital. • 
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Intermediate credit might be defined generally as credit 
advanced for periods ranging from one or two up to five years. 
It was necessary in their opinion to divide into atleast three 
main classes the types of tr,msactions for which inter
mediate credit is required, namely :-(i) hire purchase or 
instalment sales, (ii) .advances against deferred payment, 
(iii) long-tenn contracts. 

Class (i) would cover the sale of various classes of goods of 
which the legal ownership can be retained by. the seller 
until payment is completed, e,g., motor cars, motor lorries. 
pumps. electrical machinery and appliances, agricultural 
implements. and so forth. These classes comprised articles 
represented in general by small units which can be claimed 
and removed by the seller if payment is not ultimately 
coinpleted. 

Class (ii) would cover the sale of larger units such for 
instance as ships, also coke-ovens, or machinery which after 
erection is not removable and the ownership of which 
therefore passes in fact from the seller. The security 
therefore no longer resides in the goods themselves and the 
seller must rely to a greater extent on the soundness· of the 
buyer and on such other security as he can obtain. 

Class(iii) would cover large contracts for railways. har
bours. roads. drainage, water-works and so forth. 

In regard to these classes, they believed that adequate 
credit facilities for use internally in this country are available 
and being developed. but that in the case of classes 1 and 2 
not so much use was made of them as was possible and 
desirable. They were not certain, however, that credit 
facilities to cover sales or contracts abroad were as adequate 
particularly in the case of Classes 1 and 2. With the immense 
growth in the mechanisation of industry throughout the 
world, the demand for longer credits for financing the 
production and sale of machinery of all kinds appears to be 
growing. The purchaser abroad requires very often from 
two to three years before he can complete his payments, 
and therefore contracts are likely to go to those sellers 
who can provide sufficiently long credit. "Since we must 
look in the future particularly to exports in which skill and 
experience largely enter. we believe that the facilities for 
financing exports of machinery of all kinds are of particular 
importance. At present, however, we do not believe that 
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the facilities available here in the case of foreign trade are so 
complete as those provided in some other countries, and we 
think that it would in fact often be necessary for British 
traders to obtain either directly or indirectly such facilities 
from foreign institutions." 

Much the same view was expressed in regard to Class 3;
namely, long term contracts abroad. They observed that 
the first essential to-day is that the new generation of 
contractors should have adequate financial resources of their 
own, and said that "foreign contractors undoubtedly 
obtain such facilities more easily than British contractors, 
and it would be a misfortune if the latter were, on account of 
their inability to obtain the financial assistance required, to 
have to withdraw from a field in which Great Britain has 
been so prominent in thepast." 

Dealing with the more general question of the relations of 
finance and industry, and in particular in regard to the 
provision of long-dated capital, they observed that" there 
is substance in the view that the British financial organisa
tion concentrated in the City of London might with advan
tage be more closely co-ordinated with British industry, 
particularly large-scale industry, than is now the case; 
and that in some respects the City is more highly organised 
to provide capital t.o foreign countries than to British 
industry." 

They recommended that Financial Institutions should be 
devised to perform the following functions :-" Acting as 
financial advisers to existing industrial companies; 
advising in particular as to the provision of permanent 
capital, its amounts and types; securing the underwriting 
of and issuing the company'~ securities to the public and, if 
necessary, assisting previously in arranging for the provision 
of temporary finance in anticipation of an issue; assisting 
in financing long contracts at home and abroad, or new 
developments of an existing company, or founding com
panies for entirely new enterprises; acting as inter
mediaries and financial advisers in the case of mergers or in 
the case of negotiations with corresponding international 
groups; and generally being frcc to carry out all types of 
financing business." 

They considered the question whether these were 
functions which the big joint stock banks might themselves 
carry out; but, for various reasons, they were of opinion that 
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it was doubtful whether the Banks could with advant"!!' 
depart from their traditional banking sphere. The bes' 
course might be if the leading private institutions and the 
big banks were to co-operate in creating one or more such 
concerns. They understood that the creation of the 
Bankers' Industrial Development Company'~ was due 
originally to the belief that help in these directions might 
he given to industry by the City, which was not being given. 
They were informed, however, that the authorities of the 
Bank of England agreed with them that these are not proper 
permanent functions for a subsidiary of a Central Bank. 
In recommending that the Banker's Industrial Development 
Company should at a convenient stage be definitely 
separated from the Bank of England, have an independent 
existence and rely upon its profit making capacity as a 
private institution, they added that there was no reason 
why the field should be limited to anyone institution. 
In fact it was too wide for that to be desirable. 

In dealing with the difficulty experienced by the smaller 
and medium-sized businesses in raising the long-dated 
capital in amounts not sufficiently large for a public issue, 
i.e., amounts ranging from small sums up to say £200,000 or 
more, they recommended that consideration should be given 
to the possibility of forming companies to devote them
selves principally to these smaller industrial and commercial 
issues. 
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PREFACE. 

The authors main objed; in writing this book is to secure em· 
loyment for every man and woman in the whole wo·ld, to lift the 
nancia! depression everywhere, and to abolish unemployment for all 
imes in aU countries. 

It is tbe authors main ambition in life to restore prosperity to 
very Nation, to liberate all the Property Owners in all countries 
rom all their debts and to procun> financial independence for all the 
:overnments in the whole world . 

. This may at the present time appear as an undertaking COD
ronted witb unsurmountable obstacles. But they are all only man 
,ade problems and all the problems by man composed may by man's 
,ind be solved aIeo. 

It has always been the authors firm believe that man is more 
ban money. for man is the creation of God, and money is ·only the 
reation of man. 

After thirty years of ceaseleas thinking and calculating with 
he one grand object continuously in view, the author bas at last 
ucceeded in composing a scheme that will place man on a pedestal 
.hence be tan for all times look down on Capital with a philosophic 
ndifference, and with a" sublime consciousness of his own 8u~riority 
,ver all the man made things on earth. 

At the present time man goes begging for employment. From this 
,n Capital will at times go begging for investment. In the authors 
.pinion that is how things should be, for man is more than money. 

It does not matter now who a person may be. It does not matter 
.here that person may live. It doe. not even matter how degraded 
;hat person may be, in spite of all disadvantages, that person is still 
nore than money. The whole world will realise that before long. 

Wbilst man is willing and able to labor there will be no sbortsge 
.f capital. - For labor is the creator of wealth and wealth is capitsl. 

The working man and every industrious person will from this 
>n be considered as the ereator of capitsl; the thing that has held 
them in bonda&", for ten thousand years. 

There may be times agsin and again when man will have to go 
'ungry, but not from wont of employment. 

From this on there will always be enongh capital to carry on 
both primary and secondary industries in all countries, and whilst 
there i. enough capital, there will also be enough employment for all. 

The author may be criticised and condemned for this, but that 
does not matter. All that matters to him now is that be has spent 
all his life in pursuing one-of the noblest objects that a mortal mah 

r
OUld pick on for a life'. programme and that he bas succeeded. 

Thi. Book was copyrighted. in Brisbane, Queensland, on the 
23rd of June, 1931. 



K. J. BACK'S PROCLAMATION TO THE WORLD. 

Be it hereby known throughout the whole world that the Day of 
its Deliverance is now dawning. 

In opening this book you are also opening' up a new epoch in 
the History of Mankind. 

For the Old System terminates here. 
And here the New System commences. 
The Period of Pettiness is passing out and a period of Sublimity 

and Magnanimity is at hand. . 
Man emerges into grander thoughts and larger undertakings. 
Humanity has grown up and the New Financial System has come 

to put the World into Long Trousers. 
The Gold Standard was invented by primitive man in primitive 

times and for primitive people. It will function to some extent in 
primitive places, but is too costly even there, and is absolutely im· 
possible hi well advanced industrial countries. 

The Gold Standard is and has at all times been a Minority Rule. 
For the Gold is a commodity that is almost DOD existant, and has 
never existed in sufficient quantities to entitle it to a domineering 
influence in the affairs of man. For that reason it is only a usurper 
of a power that rightly belongs to all the wealth of the world. It 
is-ruling under false pretences and is not worthy of any Nation's 
loyalty. From tbis on the financial world will be under represent· 
ative rule and everything that constitutes wealth will have a vot/! in 
the affairs of man. By that rule gold will be entitled to its propor. 
tionate share in the power, and to that only. 

By that rule Gold is also one of the poorest tbings that a Nation 
can pick on for a currency, fOT .;;t is a wealth that producea nothing, 
and as currency it is only deab dloney. 

A railway should pay some dividends. A farm produces some
thing, a city building is rent producing, and so i. a town and luburban 
cottage. But Gold, that i. dead, always dead. 

As a backing for cnrreney a life property is worth twice as 
much as dead wealth. 

A thousand pound note backed by gold to that amount is only 
worth one thousand pounds to a Nation. But if that note ill backed 
by a farm worth one thousand pounds, the farm and the note in their 
usefulness will be worth two thousand ponnds, beeause the farm is in 
active service too as well as the note. 

Under K. J. Back'. Financial System the Government will be 
relieved of the expense and the responsibility of providing and main· 
taining a financial backing for the currency. 

This will be done by the Property Owner who backs the currency 
with the Title Deeds of his property and a Mortgage over the same. 

In return for this service he receives the money free of interest, 
and is responsible only for the maintenanee of the property that con· 
stitutes the curreney. 

In reality the money he receives is his own, for his property 
constitutes that particular amount of the world's curreney, and the 
notes are only issued for the sake of convenience. 

For that reason he pays no interest. 
The Treasurer becomes the trusted guardian of all the securities 

and these are beld in the Treasury as backing for the notes instead 
of the gold. 

Thus the wealth of the Nations beeomes the enmney itself, and 
national wealth is and has at all times been recogonised as the most 
solid foundation for all genuine finance. 

By this method all the property owners are liberated from the 
ancient shackles of t)'e creditors as imposed by a had system. 
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This releases the Industries and the Commerce from the undue 
handicap of the int~rest and emancipates the whole world from fi.n~ 
ancial bondage. 

Under tnis system there will be no fiuctuation in the currency 
and no exchange rates. 

The Trades Balance may be adjusted by Internal developments, 
which will be an enormous advantage both to the producing and to 
the consuming countries. 

The borrowing and the lending of money will in the majority of 
eases be a thing of the past. For every profitable enterprise and 
industry will finance itself wholly or to some extent, all depending on 
the productiveness of its nature; so that it will only be unprofitable 
undertakings and doubtfnl adventures that will have to be financed 
by ancient methods. 

A ploperty owner in need of capital will be no longer a burden 
but a blessing to his country. Nor will the world be to him such a 
dispisable place as it has been in the past. 

For every pounds worth of wealth that he is able to create is also 
creating a pounds worth of capitol to his country; if it is Dead 
Wealth and two pounds worth if it is a Life Property. 

The world wijl realise this and will grant him the recognition 
that he deserves. . 

A financial depression will be uncalled for at all times because 
the Government has it in its power to venture into some National 
enterpri~e that will release Capital for all classes if capital is urgently 
required. 

Thus tlttre win be no reduction in wages and no unemployment. 
There will be no more famine or starvation in any country at 

any time, for a failure in the crops in one country will at its worst 
only amount to a financial loss to that particular community, with a 
corresponding gain to the rest of the world. 

The world at large will never suffer. bnt every Nation will have 
to take its tUrn of loss and gain as Providence dictates it. 

There will be a place for every person and every person will 
automatically slip into hi. proper place. 

It will give undreamt of freedom to the private individual. and 
at the same time it will give the Government an almost unlimited 
power financially. 

The power of a Nation will be centralised in constituted authority 
and no person will be able to approach the first representative of the 
people with any sense of equality nor will anyone be able to dictate 
to the Government, for the Government will and must be above all. 

In the name of the New Financial System and by the power 
invested in me by same, I, K. J. Back, the Composer and Originator 
of that System do ·hereby Most Solemnly Declare and Proclaim to 
all Mankind that henceforth all Nations, all Governments, and all 
persons are and shall for all times be financially free; so that all the 
world shall be liberated from the inequitous burden of the Interest. 

In the same Name and by the Bame Power I hereby pronounce 
the Deeth Sentence Upon the Old Financial System with its Gold 
Standard and its Usury, with its Inefficiencies, its Pettiness, and all 
the evil practices by which. that syltem has hampered civilisation &.lid 
degraded Mankind for a hundred centuries. 

This Edict to come into Legal force in every country simultan. 
eously with the intellectual awakening of each and every Nation. 

THE LIBERATOR OF ALL MANKIND. 
K. J. BACK.' 
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K. J. BACKS FINANCIAL SYSTEM. 

THE ONLY TRUE SOLUTION TO ALL THE WORLD'S 

PROBLEMS. 

WHAT IS CAPITAL? 

Under the New System of Finance everything that constitute. 
wealth is Capital. and may as such be utilised as money either with 
or without an Underwriter, all depending on the nature of same. 

WHAT IS THE SOLE OBJECT OF MONEY? 

The sole object of money is to enable all men and all nations to 
exchange services and commodities with one another in the most 
effective and the most beneficial way to one and all. 

THE NEW SYSTEM. 

AlI the evils and all the disadvantages of the Old System of 
Finance may be traced to two needless mediums: The Gold in the 
Treasury and the Moneylender. 

Whilst the gold standard is in existance the Moneylender is a 
necessity and so is the Interest. 

But if we abolish the gold standard and issue tbe money direct on 
the securities, the MoneYlender 8S we now know him will automatic
ally disappear and so will tbe Interest. 

This simplifies and stabalises the Financial System to such an 
extent that it gives man an almost unlimited power in the financial 
world. 

The advantages of this simple metbod are 80 extraordinary that 
no intelligent person could ever believe in it until it has been ex
plained, yet the proofs are 80 convincing that no reasonable person 
could disbelieve after it bas been explained. For the whole scheme 
is founded on undeniable financial facts and true common sense. 

In all tbe history of mankind there bas never been any otber 
invention nor any scientific discovery that baa had such far reaching 
influences on the lives of man, nor has there been anything that bas 
conferred such rapid and sucb extraordinary financial benefita on all 
mankind as this will when it becomes univeraally adopted. 

THE NEW SYSTEM OF FINANCE AND HOW IT WORKS. 

The farmer applies to the Commonwealth Treasurer for an 
advance on hie farm. 

Tbe Treasurer submits the matter to tbe VaIuer-General, wbo 
values the farm and sends in bia va/uation to tbe Treasurer. 

The farm is now mortgaged to the Treasurer for the amount of 
money that the Valuer·General bas valued it at, and the Title Deeds 
are lodged with the Treasurer together with tbe Mortgage. 

Then the Treasurer advances the farmer a Treasurer's Note of 
Credit for the amount stated in the Mortgage. 

The farmer takes this Note of Credit to tbe Commonwealtb Bank 
and deposits it in tbe Bank, to be drawn against wben be 80 wisb ... 
'[be notes received from the Bank will be sometbing similar to what 
are now in circulation. Bnt these notes bave no Government hacking 
of any kind. 
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These are the inscriptions on thll notes. (The rest is left to the 
lithographer and the engraver): 

TWENTY SHILLINGS the same value as a sovereign. 
Legal Tender throughout the whole of the Australian Common· 

wealtt.. 
This note is hacked by Fl"eehold PJoperty to the full amount of 
its face value and the Title Deeds of the property are now 
lying in the Treasury as security fDr the note. 

THE TREASURER. 

The farmer and his descendants will now have a free use of 
that money and of the farm too for all times, subject only to the 
same condition as the Bank would have imposed under the old COD
ditions. But the mon8,y will be free of interest always. Nor wi!! 
there be any rent to pay on the farm. 

If the farmer improves the land, or if through any other cause 
whatsoever that land goes up in value, he is entitled to all that 
extra value and may either apply for an additional advance or sell 
it when ever he pleases, subject only to the amount of money for 
which it is mortgaged. . ' , 

The reason why there is neither rent DGr interest to pay on that 
advance is that the notes are backed by the Title Deeds of the farm 
and by that only. Such being the case it is the {armers own money. 
Being his own money he pays no interest, for no one can be expected 
to pay interest on his own money. . 

It is exactly the same thing as if the farmer had given the Bank 
a thousand sovereigns and received a thousand notes in exchange. 
He could have kept those notes as long as he would. have liked and 
no one would have asked him for any interest, because they would 
have been hia own money. 

All the Banks, Moneylenders, and Financiers have at all times 
been prepared to lend money on landed securities. The Title Deeds 
and the Mortgage on the land was all that they asked for at any 
time. If it is good enough for those people to lend money on the 
Title Deeds of Freehold Properties is it not good enough for the 
public to accept Treasury Notes issued on property whilst the Title 
Deeds and the Mortgage of same are lying in the Treasury as backing 
for the note •• 

HERE IS THE DIFFERENCE BETWEEN THE TWO SYSTEMS. 

Mr. Smith has a dairy farm that has been valued by one of our 
best Insurance Companies to ten thousand pounds. 

Against the Deeds of that farm and on the Mortgage of same 
the Company lent him five thousand pounds in our ordinary currency. 

The face value of our Note Issue at the present time. is fifty 
million.. That note issue is backed with ten millions in gold. This 
means that strictly speaking five thousand pounds of our money is 
only worth one thousand. . 

For the use of that one thousand or five thousand which ever 
yon like to call it, Smith is paying in interest every year :£350 p In 
ten years he pays :£3,500, and in twenty years £7,000. In fifty years 
he will have to pay £17,500. That is if he is able to pay on due 
date. If not there will be a penal interest as well. 

After having paid the Company ail that money in interellt he 
will still owe the company £6,000. 

Under the New System of Finance, Smith wiIl pay no interest, 
bnt if he chooses to pay £260 a year his debt will all be paid in 
twenty years. 

& 



Mr. Brown has a city property valued by the Valuer·General 
to ODe million pounds. On the mo~age of that he receives the 
1'rtasurer's Note of Credit for ODe million. He can keep that money 
free of interest for all timea on the usual Banking conditions. Under 
the Old System Brown would have had to pay, at seven per cent., 
seventy thousand pounds per year. Failing to do 80 he would have 
lost his property. . 

Flanigan is paying one pound a week rent for the cottage he 
lives in. So he buys the cottage for five hundred pounds, and pay. 
one hundred pounds in deposit. The Treasurer pays the reat, BO the 
rent ends there. He will now only have to pay the rates and Insur· 
ance and keep the cottage in repair. 

Miss Jenkins buys a cottage for five hundred also. But she 
has only seven pounds and so she goes to an Underwriter and gives 
him the seven pounds. He backs her for the one hundred and tskes 
a second mortgage over the cottage. She has now neither house 
rent nor interest to pay. But at the end of twelve months she will 
L:e asked to pay the one hundred pounds or another seven pounds 
to the Underwriter. 

Mr. Clark has already bought a poorly improved farm for one 
thousand pounds on a two hundred pounds deposit, and received the 
eight hundred pounds from the Treasurer free of intere3t. Later on 
he sends in an application to the Minister for another six thousand 
pounds to drain a swamp and grub some stony country. The3e im· 
provements are valued by the Valuer·General to five thousand, which 
leaves a difference of one thousand pounds. 

He obtains that one thousand pounds from the Bank also on an 
Underwriter's guarantee for seventy pounds for one year. The 
whole six thousand pounds are free of interest. But each year he 
has to pay seventy pounds to the Underwriter for that one thousand. 
as this has to be renewed every year. 

THE ALAND RAILWAY 
(And Automatic Finance). 

The Aland Railway will serve as & suitsble example of what the 
New System of Finance will mean to the world. 

Under the New System of Finance a Railway may be built from 
Abo. on the coast of Finland. through the Aland Archipelago to 
Sweden. This will be a costly undertaking, and will necessitate nn 
expenditure of many millions of pounds. Yet if the work is entrusted 
into the hands of the most capable engineers that our time can afford 
it may be financed entirely automatically so that it will never cost 
Finland one penny for its construction. 

All that is necessary is to empower the Treasurer to issue notes 
for the total cost of the construction of the Railway. and then to 
mortgage the Railway to the Treasurer. ts be utilised as a backing 
for the notee thns issued. 

This will not only give Finland an expensive Railway for noth
ing. but it will also release an enormous amount of capital in the 
country; enough capital. in fact. to finance all the industries and all 
the commerce of Finland for many years to come. AU this money 
will come just like a gift from heaven. . 

Under the New System of Finance you receive what yon bargain 
for and you can keep your cash. There were never any such trans· 
actiqns in the past, nor e&n there be any system of finance more 
beneficial to humanity than that. 

A person ~hose mind is hide·bound to old ideas will lind it 
difficult to recognise this as being financially sound But here is the 
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true fact, which no reasonable person can deny: If that railway. 
when completed; has a true financial value equal to the sum total 
of all the notes issued for its construction and the railway is mort
gaged to the treasurer as hacking for the notOll, then the notes are 
as good as gold. 

Nor is this all. but as all that money is free of interest. and as 
that railway will be almost the only connecting link between Scan
dinavia. on one side. and Europe and Asia, on the other. the railway 
will be an enormous success financially and will from the first be a 
veritable gold mine to Finland. 

Sweden is already well advanced industrially. financially and 
commercially. and the Norwegians are a seafaring people. 

Thus with half of Europe and most of Asia to draw on for orders 
and for raw material this railway will from the first become one of 
the main highways of the world's commerce. 

It will also give Finland and Russia a direct outlet to the North 
Sea. which is an enormous advantage to countries that are apt to be 
frozen in in the winter. 

A railway connection with Scandinavia from the South of 
Finland is also an absolute necessity to Finland. both for her internal 
and her external developments. 

Add to this the enormous amount of employment that the rail
way will create both in its construction and in its maintenance; think 
of all the manufacturers, business people and farmers who will 
benefit'by it directly and indirectly; think of all the thousands who 
will make their millions out of private speculations whilst the work 
is going on. and you will realise that it is almost incredible what a 
person and a nation may be able to obtain for nothing, or for next 
to nothing under the New System of Finance. 

The railway from Gibraltar to the North of Africa is another 
one of similar importance, 80 is the railway tunnel between Dover 
and Calais. and so also to some extent is the railway from Denmark 
to Sweden. 

All these and thousands of other undertakings all over the 
world may be financed with little or nothing under the New System 
of Finance. 

NEWSPAPERS UNDER THE NEW SYSTEM OF FINANCE, 

Under the New System of Finance a newapaper that has capitsl 
onnk in properties will be able to obtain money free of interest on 
those properties and hy paying a fee to the Underwriter it will be 
able to obtain money free of interest on tbe machinery and on the 
neWSllaper itself as well. 

When the Editor wants a twelve month. supply of paper he 
does not payout his hard earned cash to Iie idle there for twelve 
,months. Nor does he ask for terms to a higher price. He simply 
ba"..ains for caoh. Then he mortgages the paper to the Common
wealth Bank for the full amount of the purchase. And 00 he calls 
in an Underwriter to back the mortgage. The paper i. left in his 
own store room, but the Underwriter may come and inspect it when 
he likes. The paper is now paid for as it is being used, which may 
be weekly or monthly as agreed between the Editor and the Under. 
writer. The only e""ense io a fee to the Underwriter. 

See also ship building, motor lorries, and machinery. 
SHIPBUILDING UNDER THE NEW SYSTEM. 

If a Shipping Company wants to build a steamer it does not 
borrow the money and pay interest. nor does it lay o",~' its own 
capital to heap up overhead expenses, which would ma~e business 
impoaslble. " 
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The Company simply goes to a Public Underwriter and insure. 
the enterprise witb him. Then the Insurance Policy is deposited In 
the Commonwealth Bank and the order is given to the shipbuilders. 
When the order i. completed the steamer is mortgaged to the Com
monwealth Bank. and the mortgage is backed by the Underwriter. 
Then the Bank pays the shipbuilders in full. 

There is no interest on this money, but the Shipping Company 
has to pay a fee to the Underwriter. This fee is but little more than 
the Marine Insurance at the present time. 

As the Bank is not secured by any landed property In this case 
the transaction will only stand good for twelve months. At the end 
of twelve months the transaction will have to be renewed or the notes 
muqt be redeemed from circulation. Otherwise the stp.amer will be 
sold bv the Underwriter who is responsible to the Bank for the money. 

EverY time the Policy is renewed the Shipping Company has to 
reduce the canitaI a little. This reduction is only proportionate to 
the dpureciation in the capital value of the steamer. Thus by the 
time the !=lteamer becomes old and va]ue1ps8 there will he no mor" 
money owin~ on that f"teampr. But B!=I the Shipninll Company Is 
having all t.hat money free of intpreRt all thp. time the Comnanv will 
he in a nOF:jt;on to pam some money too. and to pay Borne dividends. 
Under the Old ~v!rtPlTl the ShiT)nin~ Companie~ have no ehance. be. 
eause the interf"st and the overhead eXl1enses kill every industry. 

MOTOR LORRIES. MACHINERY. ETC. 
The same thinJ!" applies to a motor lorrv, motor cars and mach· 

inerv of all description. In faet to everything for which monev i" 
rpqu;rPd. TherE' is no interest to pay, but if one has no 4fllUilt edftd 
seeurities" to offer. one will be obliged to employ a public Under· 
writer and pay him his fee. 

HOW CHINA MAY HAVE SAVED THE LIVES OF TWENTY 
MILLIONS OF PEOPLE AND PREVENTED A WORLD WIDE 

FINANCIAL DEPRESSION. 

With a Valuer-General appointed by the League of Nations for 
China. China mav have depo~ited Five Hundrpd Mi11ilms of Pound" 
wort~ of hpr Seeurities in a Briti~h Bank in China, and thus obtained 
Credlt to that. amount in the Rtitic;h E....,n1T.e. 

~he c01)ld then hAve bouo:ht F,od Product. to the amount of Two 
Hundred Millions of Pounds. which would probably have been enough 
to kppn them all alive. 

With the balsncp. of money she rould hllvf! hatur-ht enongh RaHway 
Mat-rial. to b11ild Ten Thousand Miles of Railways and a sulllcient 
numhpr of enPines for same. 

She would still have had enough over to buy ten thousand Aero-
planes and a number of Motor Lorries. . 

This would have enabled the Government of China to give a 
timely attention to all those who were in distress. Those who were 
.trono: enouO'h to walk could have walked to the nearest; Railway 
Stations. and those who were too week and old to walk could have 
been supplied by the Aeroplanes. These Aeronlanea making their 
regular trips to the famine stricken areas could have earned passen
gers with them to the RailwayS on the return journeyS. 

All those who were able to work could have been given employ
ment building railways. and making motor roads. as well a8 dig-trine
canals to feed the railways. whilst those who were unable to work 
could have been taken to some place where they may have been given 
food. shelter and medical attention. 

Thus China would have saved al1 her starving' masses. and 
would have also saved the rest of the world from a needless financial 
depreasion. In doing so China ,,"ould also have obtained ten thousand 
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miles of new railways, and perhaps a hundred thousand miles of 
e:ood motor roads. with many miles. of new canals. 

Every boat delivering goods to China would also have brought 
some Chinese goods back with it, so that by the time when the last of 
tbe order would have been delivered a fair amount would have been 
payed off in Chinese commodities. 

This would have brought prosperity not only to the exnorters, 
but to the importers also. and it may have saved a hundred Banks 
from closing their doors, in different parts of the world. 

There would have been no difficulty in makin~ suitable arran~e
ments between the various Governments and their resllective Banks. 
so that the Primary and the Secondary producers of all coulltries 
would have been able to change the Chinese notes into their own 
curreney. 

So, for instance. if Australia's p,hare of China's order would have 
amounted to one or two hundred millions of pounds. our Common
wealth Bank could have issued notes to that amount for the discount 
of the Chinese currency in Australia. These notes wou.ld not have 
needed any backing. seeing that the Chinese notes were already 
backed with Chinese securities, and the Chinese notes would have 
been lyina- in the Commonwealth Bank as backing for the Common-
wealth Notes. . . 

Thus as the Commonwealth Bank would not have had to nrovide 
any hacking for those notes there would have been no need for any 
discount for the changing of the money from the Chinese currency 
to our· own. 

Later on when China would have redeemed her pro'Perties. the 
Commonwealth Bank could also bave redeemed its notes in Australia 
with the money received from China. or it could bave used that money 
as backing for its own notes and let them remain in circulation. 

In the meantime the Fec:1eral Government of AU!I(tralia could have 
borrowed those Commonwealth Notes from us to utilise for the pav
ment of our interest in Great Britain. For that purpose those notes 
would have been ,,1 infinitely more use than our own inflated notes. 

Our pTf'sent financial depression was entirely uncalled for. There 
was no need for any nnemlJloyment. nor for any misery or stal'Vation 
in any country. The worlds markets were filled with sufficient com
mod;Hp.s to sU'Pply all those who were in distre~s. 

Those who had the commodities ,,{ere in distress because they 
could not sell. and those who were in need of thoRe commodities were 
in distresa because they could not buv. China did not have the gold, 
Rnd 80 she did not nush herself. But she had her assets, that were 
just as !'ood as gold. If our civilisation would have been eClual to 
the oeeasion. we would have approached China for an order for our 
rommoditips on similar lines to what I have mentioned here. Thus 
we would have Baved China and would have saved the world in FlO 
doina-_ OUR FINANCIAL SYSTEM HAl! FAILED TO FUNCTION 
AND OUR CIVILISATION HAS NOT PROVED EQUAL TO THE 
OCCASION. That is the whole reason for all our troubles. 

It i. now too late to save those who have died in China. But 
it may not be too late to save those who are still in distress, and it is 
certainly not too late to save ourselves. 

If we approach China now in the right way we may still receive 
a lar .. e enough order to. bring prosperity to the whole world. 

If we receive the order it will be quite !rood enou .. h to accept 
China'. notes in payment for the JrOod., provided that the notes arp 
backed with China's securities, in the same way as I have mentioned 
here. ., 

At any rate there is no need for any financial worry an;where in 
tho world. Give the world the New Financial System a"or the world 
will look after itself. . 
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Under the New System of Finance the entire wealth of a nation 
is represented in the nations currency. 

When the entire wealth of a nation is represented in a nations 
currency there will be enough capital to finance every legitimate 
enterprise. both in private and in public affairs. 

When there is sufficient capital to finance every legitimate enter
prise both in private and in public affairs there will be enough em .. 
ployment for every citizen at all times. 

Whilst there is sufficient employment for every citizen there 
should be no misery and starvation in any civilised country. 

A VALUELESS PROPERTY IS NO SECURITY. 

If the Australian Government builds a railway to Never Never 
and the Valuer-General is of the opinion that the scheme is not going 
to be a paying proposition the Treasurer will not he authorised to 
issue any money against that railway. 

Under such conditions the Government would have to borrow the 
money from the private individual and pay interest. Or she may 
mortgage some of the main lines. She would he able to obtain many 
millions on them free of interest. 

The Government of Egypt would not be able to obtain any money 
on the Pyramids. But the Government of Holland could apply to 
the Treasurer for a loan on her scheme in the Zuider Zee, and ahe 
may be able to obtain seventy~five per cent. of all the money re
Quired, or even more; all depending on what the Vainer-General 
thinks of it. All that money would be free of interest for all times 
and there would be no need for any Underwriter. But all the land 
reclaimed from the sea would have to be mortgaged to the Treasurer. 

There are many things both in Egypt and in Australia that they 
would be able to have money is.ued against free of Interest. The 
Irrigation Schemes and the Post Offices for Instance. 

Our Irril!"ation Schemes are worth a lot, yet very little compared 
with our Postal Service. 

The Australian Postal Service with all it contains. viz., the 
Telephone, the Telegraph, and the Broadcastinll: Stations, with all Ita 
landed securities. is worth four hundred milliona of pounds as a 
business proposition. 

The Postmaster-General could obtain 10ur hundred millions of 
pounds against this. He could then lend that money to the Treuurer 
to two per cent. interest. As he would have to pay no interest on 
all that money he would have a clear income of eight millions a year 
the .. , which would put him in a very eaay position. 

To those who know something about finance this needs no e,",lan
ation, but those who don't may find it hard to grasp why the Treas
urer would give all that money to the Postmaster-General for nothing 
and then turn round and pay him eill:ht million. a year for that 
money. Why not take that for himself and .. ve the eil,ht millions? 
The Treasurer's notes cannot be issued except on approved securities. 
In this case the Postmaster-General supplies the s .. urities, and there
fo .. the money is his, to he naed as he see. fit. 

But this is only one-fifth of the Governmmt assete in Australia. 
All the Governmenta in Australia combined hold properties to the 
value of two thousand millions of pounds. Thi. is without valuing 
our gold fields and other metals and minerals. No one can value 
them. for no one knows what they are worth. Nor doe. this Include 
any of the unsettled parts of the Continent. All the properti ... 
included in the two thousand million estimate are those onlv that are 
rent producing and properties that may be aold without difficnltie •• 
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In spite of all thi. our Federal Government and all our State 
Governments are now at their wits end to know how to raise a few 
million pounds for immediate use. There are talks of a double 
dissolution over these few millions. The old Financial System is 

veryT~:~~=:::s~~il~ha~!~r :faI~c:al~:: C:o!~'rnment Securities are 
based on Statistical evidence. and should. therefore. be fairly correct. 
No private properties of any kind are included in these estimates. 

The private properties under mortgage in Australia. and the 
money advanced on same. amount to-three bundred and forty millions 
of pounds. These are only the asseta belonging to those who are 
carrying the needless yoke of the Money-lender as imposed by a bad 
System of Finance, and do not include those properties that are not 
under mortgage. 

THE PUBLIC UNDERWRITER. 
. The Money-lenders, viz., the Banks and Financiers. of the pre .. 
sent time, all the world over. will lend the money on approved secur
ities. and on that only. 

In otber words they will assist those who are in no need of 
their assistance. But those who are in need of their assistance they 

. will do nothing for them. 
The man who Is financially strong enough to go on his own is 

compelled by the existing system to accept the yoke of the money
lender. and to submit himself and his children to a life of slavery 
under an annual interest, which is entirely uncalled for. Whilst the 
one who is in need of help will receive no help for neither love nor 
money .. _ That is how the world is under the Old System of Finance. 
But that System should have been abolished five tbousand years ago. 
and it is high time that we give it serious consideration now. 

Those who have the securities are strong enough to manage their 
own affairs financially. and if we give them due consideration they 
will not only manage their own affairs but will create enough capital 
to finance the whole world. 

If we issue the money direct on private securities we will liberate 
the property owner. from the needless yoke of the Moneylender. 
We will also liberate our industries and our commerce from the un
called for handicap of interest. We will have more money and better 
money than we ever had before, and for the first time in the history 
of mankind the civilised world will know what it is to be free. 

It is no longer necessary to finance the property owner, and to 
enslave him for a service that is uncalled for. 

But those who have no freehold properties to offer are still in 
need of aB8istance, and if our financial system is so arranged that it 
will pay the capitalist to turn his thougbts and attentions to those 
people we will find that the Capitalist will be of more use to the world 
in the future than he has ever been in the past. 

The Insurance Companies of to-day are constantly taking great 
risks. They all meet with heavy losses every year. But their busi
ness is run in such a way that their income will make up for their 
losses, and they all beap up fortunes. But in so doing they do a 
lot of good to the community. 

It will be the same way with the Capitalist under the New 
System. He will bave to take many risk.. But he will heap up 
fortunes all the same, "and in doing so he will have to assist those 
who are in need of assistance. For he will no longer be able to 
sponge on the property owner. The interest on Guilt Edge Secur
ities will be a thing of the past. 

I!, Baying thi~ the author is not blaming the Cal!i~ist •. It i. 
not bIB fault. It 18 the fault of the System under whlclrwe live. 

Many a would-be reformer haa dona his utmOBt 1;)) injure the 
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Capitalist. But it is neither politic nor right to do so, for the Capit. 
allst is as necessary to the community 88 any other person. 

The author realises this and with this object in view he has 
thought out a scheme whereby the Moneylender will be able to make 
more money than ever he did before. But in order to do this he will 
have to assist others to make something also. He will have to assist 
those who are actually in need of assistance. 

In all countriesl and particularly so in Australia. there are many 
persons who have great prospects in life, but have no Guilt Edged 
Security upon which any money may be issued. 

These people may also have money free of interest. But the 
Valuer~General can not instruct the Treasurer to issue notes to them 
direct. Yet this may be done on other peoples guarantee. 

Thus the Banks. the Insurance Companies. and private Capital
ists may register themselves as Public Underwriters, and in that 
capacity they may undertake insurance or guarantees in almost any
thing imaginable. They may guarantee a wheat field against frost. 
drought, fire or flood. or against anything that may cause a failure 
in the crop. They may insure the crop against bad prices. In 
short. they may insure the harvest for a certain sum and the farmer 
may draw that sum from the Commonwealth Bank free ot interest. 
But out of that money he has to pay a fee to the Underwriter. This 
fee is in proportion to the risk that he takes and has to be agreed 
upon by the two parties. The conditions vary to such an extent that 
there can be no stipulated fees. . . 

Less we forget. The reason why there will be no interest to pay 
on these notes is that we will then be living under the New System 
of Finance, when the' Commonwealth Bank will no longer be a 
Moneylender. 

Then its notes will no longer be backed neither by the Bank nor 
hy the Government. It will be the borrower himaelf who will give 
the notes their value by the securities that he gives in exchange for 
same. Until he comes along with his securities those notes will be 
of no value. But when he backs them with his securities then they 
will become money. In short it will be his own money and so he 
will pay no interest. 

In this case it is the Farmers crop backed by the Underwriter 
that gives the notes their value. For the underwriter is an approved 
Capitalist whose name is good in the Bank up to a certain amount. 

But as there is no Guilt Edge Security by which to back these 
notes the transaction will only stand good for twelve months or until 
the wheat is sold. The Farmer will then be called upon to redeem 
the notes. If he fails to do so the Underwriter will be compelled 
to make it good. 

A wool grower may obtain a loan against next years. wool clip 
on the same conditions. A man running a drapery shop may obtain 
a twelve months loan against his stock and his business. A printer 
may obtain a twelve months loan on his printing press and bis news
paper. if he runs one, and so on through every occupation in life. 
In all cases the money is free of interest. But those who have no 
freehold property to offer will be compelled to go to an underwriter 
for hi. backing, and will have to pay him his fee. The amount of 
the fee will to a great extent depend on one's own personality. But in 
all cas .. the fee will be in proportion to the risk that the Underwriter 
is asked to take. 

THE TRADES BALANC:Ii1f3&~ THE NEW SYSTEM OF 

Under the Old System of Finance it !& absolutely essen~ial for 
every Nation to export as much aa she Imports. No Nation can 
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a1l'ord to ignore that rule. If anyone does there will be trouble both 
at bome and abroad in a year or two. Some have tried to overcome 
this by external borrowing, but that is only doubling up the evila for 
the future. Whilst every nation is compelled to export as much as 
she Imports there is too much restriction on every one, and no real 
opportunity anywhere. But when every one will, be able to throw 
down his anchor in his own country. and even in the very village 
where he is born, then life will be full of possibilities for every 
country and for every person. 

Under the New SyStem when the International Board of Cur· 
reney Inspectors have been appointed by the League of Nations, and 
every Nation has its Valuer·General appointed by that Board, the 
Trades Balance can be adjusted by intemaI developments. 

This will come as a God·send ta all countries, not only to the 
consuming countries, but to the producing countries even more so, for 
it will bring an almost unlimited opportunity to them both. 

The whole world is clamouring for a reduction in the cost of 
living. Most of them even ask for a reduction in the standard of 
living. Tbis is a mistaken idea. The world cannot alford to reduce 
the standard of living. But nevertheless a reduction in the cost of 
living is absolutely necessar,y. Man does not receive too much in life, 
bnt he pays too dearly for what little he does receive. 

To achieve this there must be mass production. Mass production 
in all things. Not only in secondary products, but in primary pro
ducts also. But if all nations were to go in for mass production in 
all things. and depend on the present markets, there would soon be an 
ever production in everything and starvation for us all. 

It will therefore be to everyone's benefit if the Nations whose 
countries are not so well developed will for the time being content 
themselves to internal deVelopments and let those who are more 
advanced supply the world's markets until all Nations are brought 
to a closer standard to one another as regards National developments. 

If every Nation's internal developments are recognised a9 Inter· 
national Currency and proclaimed as legal tender in all countries it 
will be an immense advantage to all Nations and no sacrifice to any. 

All the problems of to.day, including the Eastern question, and 
even Militarism, has its solution in this. 

When all Nations are placed on an equitable footing witJt one 
another no one will have any cause for complaint. Under such 
conditions. even Militarism will automatically fizzle out. 

The author is now developing a scheme whereby fifty millions 
of people may be permanently employed in the Yellow Sea and the 
East Sea of China, to wr""t a home for themselves and as many 
more from the sea. . 

In the authors opinion this may b,e worked in such & way that 
all the Nations in the world will benefit by it, and no Nation, not 
even China and Japan, will have to pay one penny towards it. 

Yet it will give each of the two Nations a territorial expansion 
much larger than the whole of the present Empire of Japan. The 
territories are rich, and with the great rivers running into them, 
would form the greatest irrigation area in the world. 

When the undertaking is completed the territories will be loaded 
with heavy mortages, ~ut with country of that nature tQ.8Y would 
soon be able to reduce them. In the meantime it would be no burden 
to anyo.e since the mortgage carries no interest. ThuB no one would 
complain. 

The world would then have an extra community with one hun. 
dred millions of people, who would all be producers and a.nsumers. 
Those would be drawn from the over populated areas wh~e they are 
now merely existing, and are neither producers nor consumers as far 
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as the world is concerned. It would make a wonderful ditl'erence to 
the world'. markets and the difference would be felt from the com· 
mencement of the work. 

W,th this scheme and under the New System of Finance it will 
be comparatively easy to drain the Baltic, t,he Black Sea and the 
Mediterranean. 'This last mentioned would treble the territorial 
area of Italy and make Greece almost a World Power, but the under· 
taking is confronted with enormous obstacles, mainly political, and 
will have to be postponed until all Militarism haa passed away. When 
that time comes the Zuits Canal will commence at Gibraltar, and then 
every country in the Mediterranean will have a canal to its own door. 
For under the New System no Nation can afford to be isolated from 
the "Seven Seas." 

So for the time being the best we can offer Mussolini as a spare 
time job is t,he draining of the Adriatic. This is an opportunity 
that Italy cannot afford to ignore. It is absolutely safe to predict 
that before very long the Adriatic will be drained and utilised as an 
Italian, Yugo Siavian and Albanian settlement area. The 
climate is good, and there are some rivers there to water part of it. 
Some of the land is good also. 

Thus the Old Financial System and the Gondolier of Venice will 
pass into the history arm in arm. They have both served their time. 
The modem craze for speed will be their ruination. 

THE INTERNATIONAL BOARD OF CURRENCY INSPECTORS. 

The main object of that Council is to promota international 
business relations by creating and maintaining an international cur
rency of the highest possible standard. 

Thus having a Valuer-General appointed by this Council a 
nations currency will become an international currency, 80 that any 
capital released in any country presided over by an International 
Valuer-General will be legal tender in all countries. 

Any of the smaller undertakings such as the valuing of a farm, 
a suburban cottage, or a city building may be done by the Valuer
General's trusted officers who are entirely under the influence of the 
Val~er-General himself. The work of these men or women may 
agam be checked by others who are also appointed by the Valuer
General. 

But when anyone applies for an advance up to half a million or 
:u~:3nv.s~:i~~ then the Valuer-General himself will have to go 

His valuation will then be submitted to the International Board 
and may be granted without a further enquiry, or it may be checked 
by some of the members of the Board. In either case it will be 
looked into again when their travellera come round on their .ugular 
tours of inspection. 

In a case like that of the Aland Railway if the Valuer-General 
was to. value that undertaking to five hundred millions of pounds, his 
valuatIon would be submitted to the International Board of Currency 
Inspectors. and a dozen persons, perhaps men and women, would be 

,appointed to go carefully into the matter. Each one would now 
give an independent valuation. and the whole matter would have to 
be discussed by the Council. Whatever this Council decides on then 
that will be the amount of money the Treasurer of Finland will be 
authorised to issue against the .railway. This valuation baa nothing 
to do with the cost of construction. These people are only valuing it 
from a business point of view. All that: they are concerned about is 
what the railway will be worth to the world when it is completed. How 
much it would realise if it waa put up for public auction aa a busi
neBS P:rOllosition. 
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The cost of construction is a matter to be considered by the 
Engineers who may afterwards be employed by the Commissioners 
of Railways. If they can build it for half the price so much the 
better, if it cost twice as much so much the worse for Finland. The 
Commissioners may now call tenders for the construction of the 
railway. and if it can be built for half the money the Commissioners 
of Railways will be at liberty to use the balance as they see fit. If it 
eosts twice as much they will have to find the balance somehow or 
the underteking will have to be abandoned. 

An undertaking of' tbat nature would also have to be secured 
by guarantors up to the full amount of the money that is to be drawn 
a~inst it, 80 that if for some reason or other the work would not 
be completed, the Guarantors would be called upon to redeem all the 
notes that have been issued against its construction. When the 
railway is completed such a guarantee is at an end. 

Any notes issued agaInst that railway will be international cur
rency and will be legal tender in all countries. It will be equal to 
any money that any nation can produce. It will be subject to no fluctu
ation and will be of the same value at all times and in all countries 
80 that there will never be any exchange rates to pay on it anywhere. 
Furthermore the International trades balance may also be adjusted 
with this money, so that whilst Finland has ,this money to spend she 
ean please herself whcther she exports anything or not. 

The same is the case with 'every nation and with every private 
individual in all countries that have a Valuer-General appointed by 
the Intenational Board of Currency Inspectors. 

Thus a man can borrow money on his farm or on his house free 
of interest. and he can spend that money in foreign countries if he 
so desires .. 

The author does not believe that it would cost anything like five 
hundred million. of pounds to build the Aland railway, but neverthe
less be is of the opinion that as a business proposition that railway 
would be worth five hundred millions of pounds now, and that in 
twenty years hence it would be worth twice as much. 

THE INTERNATIONAL POUND (EQUAL TO A 
SOVEREIGN) • 

Thia note i. backed by freehold property to the full amount 
of its face value and the title deeds of the property are 
now lying in the Tr ... sury as security for the note. It 
has been passed by the International Board of Currency 
In~p('ctoTs, and proclaimed as legal tender in all countries . 

. The International Note is not likely to be the pound because the 
pound does not fit in with the Metric System, and we cannot ask 
those. who are further advanced than we are to bring their civilisation 
back to meet us. Nor is it likely that the sovereign will be mentioned 
'D it. But the author has put this in to make it more natural to the 
English reader, 

THE CITY PAWNSHOP UNDER THE NEW SYSTEM OF 
FINANCE. 

The City Pawnshop, which is an eye.sore to all under the old 
system, will be a place that every City will be proud of under the 
new. . In this place everything from a collar stud to an~'Iaeroplane 
may be purchased. Tbere will be many bargains there, ~!lt no gifts. 
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It will be built with a large flat roof, where the aeroplane .. can 
land, and then be taken down into their proper apartments with 
special lifts. Same will be the case with motor ears, lorries, and all 
sorts of machinery from the ground door. . 

There will be a place for everything and everything will be in 
its proper place. 

There will be no other second.hand shop in the whole City, and 
.anyone requiring an advance on what ever he possesses will take it 
here. Same also with anyone who wants to buy anything second· 
hand. His first and only thought will be the City Pawnshop. (It 
will, of course, have a better name). 

This place will be presided over by an officer of the Common· 
wealth Bank who issues money against all Borts of goods on Isaacs 
Guarantee. This stands good for twelve months, and will then have. 
to be renewed or sold. 

There is no interest, but there will be a fee to Isaac, as well as 
a nominal booking charge and a storage fee. The storage fee will 
be in proportion to the space that the article takes up, and Isaac's 
fee will be in proportion to the risk that he is asked to take. 

It may be arraDf~ed between Isasc and the owner so that Isaac 
may sell it at any time to a stipulated price. There will be many 
Underwriters there. and the competition will be keen, so that Isaac 
will not have it a 1\ his own way. Still there will be a good oppor
tunity for a capable Underwriter. But everything will have to be 
done honestly. 

AUSTRALIA'S PRESENT FINANCIAL POSITION .• 

As regards the Australian finance, It does not matter what Party 
is in power. There is an immediate need of two hundred and twenty 
five millions of pounds to take us round the corner of bankruptcy. 

If one hundred and twenty five millions could be raised abroad 
the balance may easily be borrowed internally. But under the Old 
System that one hundred and twenty.five millions would have to be 
in gold. This is not absolutely impossible, but it is no easy matter. 

There is a common cry now, "Restore confidence and we can 
borrow abroad." There may be something in that. We often read 
in the papers about some confidence men who have been able to 
releave their fellow men of their lives earnings. But the history 
does not know of one single instance when a confidence man hu been 
able to do any good as a National financier. The author know. of 
a better way. Namely this: Restore prosperity at home and there 
will be no need for any external borrowing. It is the external bor
rowing that has been our ruination. There was never any need for 
it, and it should never have been. For external debte are the ruin· 
ation of trade, and the eurse of every country. It doee not only 
hurt the Debtor Nation but the Creditor Nation aloo, and even more 
so. For to her it i. tantamount to an undertaking to buy more than 
what she sell. in the future. This is an undertaking that no N a!.ion 
can alford. 

If some one were to lend us that amount there would be so much 
more interest for abroad, and that would nece.sitate a still higher 
Tarilf, which would malre it all the more difficult to trade with other 
Nations. 

A lot of people are complaining about the Tarilf already, and 
strange to say, thol!le very persons who complain about the Tariff are 
al80 agitating for more loans abroad. Could anything be more 
inconsistent than that! For it i8 our external debts that necessitate 
a hil"h Tarilf. 

Even if the Government was able to borrow two hnndred and 
twenty.flve millions we wonld sti1\ have the interest and the house 
rent to pay, and with euch olugs on our industries we would not be 
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able to compete in foreign markets, unless we were to cut the wagea. 
If we are going to cut the wages sufficiently to enable us to trade 
abroad advantageously to ourselves, we will have to make the Basic 
Wage one shilling "and sixpence a day, or two shillings a day at 
themoBt. 

I do not believe that the workiug classes will consent to that. 
But assuming that they would, Buch a measure would ruin all our. 
industriea at home, both in primary and in secondary products. 

THERE IS NO NEED 'FOR ANY REDUCTION IN THE WAGES 
NOR IN THE SALARIES. 

Australia can afford to pay the wages and the .. Iaries, but 
neither Australia nor any other country can afford to hang on to 
the Old Finaneial System. 

THERE IS ·AN IMMEDIATE NEED FOR A NEW SYSTEM 
OF FINANCE. 

Under the New System Australia will need twice as much money 
aa under the old; but here is the difference: We will he able to raise 
most of the money without borrowing, and all of it without borrowing 
abroad and without having to pay any interest. 

Our external debts will for some time be a problem, nntil an 
International Currency is alTanged. This must come and is now 
not very far off. When that cornea it will not be a gold standard. 
For gold iB out of the question for Buch a huge uudertaking. It 
will have "to be a Property Standard, and if auch is the ease it will 
not be very difficult for Australia to pay, for Australia has the Pro· 
pertieo. 

In the meantime our only chance i. to bring about prosperity 
at home. For prosperity at home will inspire confidence abroad. 
There i. no greater confidence trick than internal prosperity. 

PAYMENT BY RESULT. 

Under the New System a person or a Nation is not paid by the 
amount of labor done, but by the amount of wealth that the same 
labor has produced. 

In th~ majority of casea the capital essential to produce a certain 
amount of wealth will be more than the amount of capital that one 
will be abre to draw against it free of interest. 

But there will be individual eases in all countries where a Nation 
or a person will be able to draw much more money on a certain 
amount of wealth than what it actually took to create that wealth. 

There are alao attendant ciTCUmstanc.. that may be depended 
on to • great extent to reduce the cost of labor and increase the value 
of thJ1lt we,,]th. So, for intttance. there may be some natural forces that 
may be depended on to do man's work. ThU8 man mav be paid for 
the work that he haa not aetuany done himself, but that has been 
done by nature. 

As re"ardo the Aland railway it is the "eographical position and 
the natural forces that gives Finland her opportunity. < 

She is in a position to give Sweden a ranway just where the 
Tailwav is wanted. Then she has a number of waterfans that 'will 
do most of the manual labor. These waterfalls win work tne stone 
dri'ls And load the railway trucks with stones. They will:i1rive th~ 
p"";nes. They will unload the trucks. The .. waterfan., win even 
make the explosives for them if it pays to do so. ' 
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The consequence of this is that if the people of Finland go the 
right way about it they wil1 be able to draw twice as much on the 
wealth produced as what it will actual1y take to produce that wealth. 

WHAT IS THE DIFFERENCE BETWEEN THE NEW FINAN. 
CIAL SYSTEM AND INFLATION, SUCH AS IT WAS IN 
RUSSIA AND IN GERMANY DURING THE INFLATION 

PERIOD. 

During the inflated period in Germany and Russia the notes had 
~o backing and wel'e of no value. So that if a person would have 
bought in al1 the notes in the country he would have had nothing. 

UndGT the New System the Note Issue is backed with al1 the 
wealth in the country, 80 that if one was to buy in all the Note Issue 
he would be the virtual owner of al1 the wealth in that country. 

IF ONE NATION WAS TO ADOPT THE NEW SYSTEM OF 
FINANCE AND ALL OTHER NATIONS WOULD HANG 

ON TO THE OLD SYSTEM WHAT WOULD THE 
RESULT BE? 

The ODe adopting the New System would have an undue advant· 
age over all other Nations, and if she had a large enough population 
she would eventually ruin all other Nations in whatever she went in 
for, because she would 'be able to undersel1 themal1 owing to the low 
cost of production. 

ALL THE MORTGAGES SHOULD BE LIFTED IN THE OLD 
CURRENCY. 

The old currency should not be destroyed until al1 tbe ;rivate 
mortgages have been lifted and all Government debts have been 
paid or converted into the new currency. Omitting this BOrne Con. 
stitutional difficulties may crop up that may delay matters consid. 
erably. 

THE MAIN OBJECT OF THE NEW SYSTEM OF FINANCE. 
The main object with the New System of Finanee is to abolish 

the interest. In order to achieve that it is necessary to issue money 
on private property; omitting this the main object is lost. The 
Governments of some countries have still much property and could 
issue much money on that. But if that right is reserved for the 
Government only then the New System has missed its main object. 

CHILDREN'S ESTATES AND CHARITABLE INSTITUTIONS. 
Under the New System the interest will sink to about two per 

cent. But there will always 6e an opportunity of investing money 
on shares in good companies where the dividends will be better than 
the interest paid by the Banks under the old system. 

Every year brings out Borne thousands of new invention., and 
every invention represents a factory or part thereof. Some inven. 
tions represent a hundred factories. All these a. well as many other 
things have to be financed and it is this continual oall on capital 
that has been brinlrin", U1' the rates of interest, until it brought about 
the present financial deadlock. 

No one who has any money need to worry, but those who are' 
now leaning on the property owner will have to ehange their practice. 

THE BANKS THAT HAVE CLOSED THEIR DOORS. 
When the New System of Finance is pub into force the Govern· 

ment Savings Bank of New South Wales will again be able to open 
its doors on its own assets and without any assistance from the 
Commonwealth Bank. 

l8 



Same will be the case with every Bank anywhere in the world, 
provided that it has not already gone into liquidation. 

Every Bank has a fair amount of property that is only so much 
dead money under the Old System, but under the new they can all 
have money issued against that free of interest. 

No liank win be able to lean on the property owner under the lame 
excuse of being his savour, but there will be much demand for capital 
by those who bave no landed securities and Banking business will be 
brisk, particularly so amongst tbe Underwriters. 

Thus tbe Banks will be paying as good, or even better dividends, 
than previously. But socially speaking a Banker will sink to the 
standard of an insurance agent, and no Banker anywhere in the world 
will be able to approach a precedent or a Prime Minister on the same 
terms of equality as he does to.day. 

THE PETTINESS OF THE OLD SYSTEM OF FINANCE. 
Whilst the wealth of Empires are hanging in the balance, and 

whilst the unemployed afe eating out the world's assets, the trusted 
representatives of great nations are wasting their time juggling .with 
the coins and playing hide and seek with moneyed Jews and Syrian 
hawkers, who are shifting their coins from country to country in 
mortal dread of losing their hoards. 

They all play about like so many children, and they call it High 
Finance. It is a great pity that all the ·great men should be so 
small. But still we ean only pity them for the pettiness is imposed 
by the system under which we live, and there is no escape for those 
who are in authority, except by cutting the "Gordian Knot" and 
overthrowing the old system entirely. 

It is the petty man's pranks to juggle with the coins, but it is 
a Statesman's business to handle the assets of his country. 

All the gold in the world is but little compared with the world's 
wealth. For it is the world's assets that count in the large issues of 
life. 

"Let the children play with their rattles" and let the Jews take 
their gold where they like. But let the Statesmen of the world utilise 
the world's assets in a Statesman like manner, and make the most 
of the opportunities that Providence has thrown in their way. 

For Providence has dealt out Borne real trump cards to every 
Nation and the future of them all depends on how they play their 
hands. IT IS ONLY OUR OWN PETTINESS THAT KEEPS US 
POOR. 

DRAINING THE ADRIATIC 
The draining of 'the Adriatic i. another one of those undertakings 

whereby much more may be obtained on a certain amount of wealth 
than what it will cost to produce that wealth. 

The first essential in the draining of the Adriatic is a canal all 
ronnd it. The cost of this will amount to many hundreds of millions 
of pounds. It will have to be large enough to carry away all the 
water that drains into the Adriatic at ordinary times. In ftood 
times some water would run over the dam. This cannot be helped. 
It would have to be pumped out after. This canal would also be 
large enough for ocean going steamers, so that all who depend on 
the Adriatic for shipping would still have their harbours and would 
be served as usual. From this canal all the towns and the cities in 
the Adriatic would receive their water by gacavitation. 

Thus although Venice loses her gondolier she will still have her 
harbour and her ocean going steamers. 

The dike would be comparatively cheap. It would he cheap 
compared with the area of land that is to be reclaimed. Yet it would 
be dear compared with something of less importance. ..0 
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The cost of the whole scheme will be immense. That is when 
compared with something of less importance. But when compared 
with the achievement it is only a trifling thing. Und ... the Old 
lSystem it would be impossible. But uuder the New System of Fjn· 
ance when man is liberated from the shackles of interest it is a 
different matter entirely. There is no other way whereby Italy, 
Yugo Slavia and Albania will be able to obtain so much for nothing. 

For under the New System of Finance you receive what you 
bargain for and yeu can keep your cash. 

When the whole area is divided up into small Iota and the whole 
cost is divided up on every acre of land and on every town and city 
block, it will prove to be a very cheap settlement. As there is no 
interest to pay on that money, it will be a wonderful opportunity for 
millions of people who are now living under conditions of misery and 
starvation. It will also be a great release to the rest of the people 
in the over populated areas. In a comparatively short time those 
who are now a burden to the taxpayera will themselves be taxpayers 
also. 

With an opportunity for expansian like the Adriatic, a climate 
like that of Italy, and a Statesman like Mussolini, there is no need 
for any misery and starvation. Give Italy a better system of finance 
and she will be ·one of the most pr03perOUB countries in the world. 

There is a IIjob" in the Adriatic for five millions of men digging 
the Canals and building the Dykes. If the wages was only five .hil· 
lings a day per man, it would amount to one million and a quarter 
per day, seven millions and a half a week, thirty millions a month, 
and so on. This will soon lift the depression in those countries. 

This is not borrowed money with interest heaping up against 
the taxpayer. It i. new money created by the worker himself. For 
the land that is being reclaimed constitutes the capital. Every 
stroke tbat those workmen make will be adding to the wealth of ~ 
those countries and will be releaving the taxpayer all the time. 

It is now only for the Statesmen to decide; then for the Sur· 
veyors to mark out to the Engineers where to go, and whilst that is 
being done the Engineers can be harnessing up the Po for an elec· 
trical supply to work the stone drills and so the work will be ready 
to start at. 

When this is completed, the workmen of Italy can set to work 
and create another million a day in the Instep, Whilst they are .on· 
quering another Kingdom for their King and country. Then there 
is a whole Dukedom even in the hollow of her foot. 

So it will go on all over the world. Instead of fighting one 
another the Nations will be united in one ceaseless battle against the 
clements, and there will he one glorious conquest aft... the other. 
Not without difficulties, for the Engineers of to.day and of the fntore 
will have many problems to solve. Yet the day is not far off when 
all the mighty achievemenu in the past will fade away into insigni. 
ficance. 

By the time the Yellow Sea and the East Sea of China are 
conquered the Great Wall of China will begin to look very .mall, 
and those Seas are only small jobs compared with what is to come. 

Thousands of pages may he written on .imilar subjects, bot 
this is enough to prove to the world that there is no need for any 
unemployment for centulies to come. 

There is wealth in abundance for all Nations, and millions hy 
the million may be won by the world. But there are two condition. 
to it: All manklnd must be liberated from Militarism, and from the 
Moneylenders yoke. The interest must be abolished. There must 
be a New System of Finance, and there must be peace and unity 
between all Nations. 
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There is expansion for Asia also right out to Australia, an.d it 
will all be conquered from tbe sea some day. Then tbe Austrahans 
will be able to travel to Asia and Europe by rail. The author can 
see all this, but he will not be able to enjoy it. For although the 
New System. of Finance will put many things within man's reach, 
man will still remain a mortal, and all tbose things will only come 
when tbe time is due for it. 

There are so many things to take into count that it would be 
practically impossible to say witb any certainty what the reclamation 
cost of tbe Adriatic would actually be. But in ardor to illustrate an 
idea we have to derive at some figures, so we will call it ten thousand 
millions of pounds. 

When the work is completed tbe settlement will have to be valued. 
Now every farm, every town and every city block will have to be 
valued separately, and the water supply and all the conveniences will 
have to be valued also. 
. If the sum total of these valuations come to ten thousand mil· 

lions of pounds tben the Adriatic Note issue is as good a. gold. 
But assuming that the land values would only amount to seven 

thousand five hundred millions of pounds, then there is an inflation 
of twenty.live per cent. in the Adriatic Note issue. This should not 
be allowed to go on, for inflation is as dangerous under the New 
System as it ever was under th~ old, and tbere is less need for it 
under the New System. 

The Governments of those countries. should then raise internal 
loans' to the aggregate sum of two thousand live hundred millions of 
pounds for the .reseue of the Note J3Bue. With that amount of 
money they should buy in Adriatic notes to that amount an.d bum 
tbem publicly in tbe three countries. 

There will now be seven thousand live hundred millions of pounds 
worth of Adriatic notes left, all as good as gold. In addition to that 
there will be also a new territo"ry worth seven tbousand live hundred 
millions of pounds, making it fifteen thousand millions of a gain. 

The bedrock gain however is seven thousand five hundred millions 
of pounds, for the Adriatic is the capital and the note. are only 
issued for the sake of convenience. But nevertheless there is an 
extra advantage of seven thousand five hundred millions also, and 
that advantage is provided by the opportunity of being able to 
utilise the backing of the notes as well as the notes themselves for 
National benelits. If those notes would have been backed by gold 
the gold would have been lyinl!' dead in the Treasury, and so the 
National advantage would only have been seven thousand five hundred 
millions, whilst now it is in its usefulness equal to fifteen thousand 
millions of pounds. • 

Against this there is an increase in the National Debt amounting 
to two thousand live hundred millions, which brings the national 
advantages down to twelve thousand five hundred millions, and 
reduces the actual nett gains to five thousand millions of pounds. 
Out of the twelve tbousand live hundred millions, the interest on the 
National indebtedness will also have to be deducted. 

The land in the Adriatic will be a bit sour from the start, and 
for a few years the settlers in the new Settlements would not be able 
to pay any taxes. But a number of Experimental Farms and Agri
cultural Colleges would have to be provided by the Governments, and 
so by making a careful" study of the condition of the soil and by a 
systematic study of all classes of fertilisers the land would soon be 
bro"",ht up to its highest pOBBible standard of fertility. 

If the settlers homes are all built bv the Reclamation Committee 
00 that the settlers could walk in without a deposit al\4 without 
having to pay any interest it should not take many ysua before 
they would be able to pay some ta"es aloo.' 



Thus it is safe to predict that before our ~neration passes away 
the revenue that would be derived from the Adriatic 1n the taxed 
alone would be enormous. 

When you tuink of all the direct and indirect benefits derived 
from such an enterprise and from all the capital released by same, 
and when you remember that whilst this is being done there are also 
thousands of other things of less importance bemg done all over the 
country, and when you realise that all the gains from the huge scheme 
and most of the gains from the little ones are obtained for nothing, 
you will realise what the New System of Finance means to the 
world. 

For under the New System of Finance you receive what you 
bargain for and you can keep your cash. 

THE PERSIAN GULF. 
This is one of the easiest of all seas to conquer, and will some 

day be one of the greatest of all the irrigation .,rea&, but the climate 
is very oppressive. 

THE COSTLINESS OF IGNORANCE. 

The old Romans built costly Archways (Aqueducts) for carrying 
water across valleys and lowlands to distant hills. This was a need· 
less expense, but it was unavoidable to them, because they were 
ignorant of the fact that water rises' to its own level, and 80 did not 
tbink of using a water pipe. 

Our property owners go on paying the interest, as did the Rom· 
aDS in the days of old, and the Greeks, Ewptians and Assyrians 
before them. This is an enormous waste of money, but it is neces
sary to them because they are ignorant of the fact that it i. the 
securities that does the financing part and that the gold in the Treas
ury and the Moneylender are only needless mediums in the matter 
of tinance. 

The primitive man chops the tree down in order to obtain the 
fruit. We cannot blame him, there is a precedent for it. His fore
fathers have done so for a hundred generations, and all the tribes 
do the same thing. Besides he is hungry and he mU3t eat. He 
admits that in chopping the tree down some of the fruit will go to 
waste before he will be able to eat it all; but then some of it is not 
ripe either, so what does it matter. 

We cannot deny the fact that the savage is hungry. and we do 
not even begrudge him that fruit. but we feel fully convinced that 
there is some more economical way of obtaining that fruit than by 
destroying the whole tree. 

For all that it is not wise to SUI!'~st any alteration. in their 
methods. Any advice would be belittled and so one would be ridi
culed and laughed at for a hundred years by all the tribes. 

At the present time all the Governments in AustraJia are levying 
taxes upon the people in a number of different ways. So do most of 
the Governments of the world. There i. a good precedent for it. 
Nebuchadnezzar did the same thing. copying all the Kings who went 
before him, and being in tum copied by all who came after. There 
is no use arguing against such a long line of Royal Decent. 

Besides that all the Governments are in need of money. They 
could not possibly do without it. They all find it hard to manage 
such as it is. . \ 

It cannot be denied that all the Governments in the world are 
in need of money. and the longer they follow in the footstep. of 
Nebuchadnezzar the greater their need. will be. It is the same way 
as with the unfortunate savage. The longer he goes on chopping 
down those trees the more desperate his position beeome3. Some 
remedy must be found and a person need not be a very great financier 
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to find some better methods than that ot spending pounds to collect 
sbilhngs, and keeping a whole Nation enslaved for the sake of those 
shillings. 

If all t:,8 Governments of Australia were to liberate every man 
and woman in Australia by declaring a general amnesty from all 
taxes and then finance on Government Securities and on Government 
incomes only we would all be better off. 

The various Governments could then abolish the Taxation De· 
partments and everything in connection with same. This alone would 
be a great saving and would liberate the Governments from many 
worries and difficulties. 

The people would now be in a better position to improve their 
own properties, and as the private properties would become more 
improved the public properties would also rise in value simultaneously. 

Thus with reasonable economy the various Governments of Aus
tralia would be able to finance on their own assets for a hundred 
years and wonld, at the end of that time be as well off as they are 
DO ..... 

Some countries like Russia, Canada, and the various States of 
South America, are in a better position than Australia financially. 
~ut many countries are in a worse position too than Australia. 

Those Governments who have no assets to finance on may have 
to resort to internal borrowing for Bome time. That cannot go on 
indefinately. But it would lift the Governments out of the rot and 
give them a chance to liberate the people. Later on they would 
have to look for something better. In the majority of ca.e. this 
would not be hard to find, for no Nation has been entirely overlooked 
by Providence. 

A general prosperity should be the Governments first aim'. Gov
ernment finance is only a second consideration. 

As the country becomes prosperous all the financial worries of 
the Government will dissppear as does the morning dew with the 
advance of a beautiful day. 
THE NEW SYSTEM SUITS ALL CONDITIONS OF LIFE AND 

IS EQUAL TO ALL OCCASIONS IN ALL COUNTRIES. 
The New System of Finance is not only for the sea. It suits 

all conditions on earth. 
Under the New System tunnels will be dug through the moun. 

tains in various parts of the world to lead river waters to distant 
fields for irrigation and so where there are now only drifting sand 
there will soon be beautiful farms and orchards. 

In the Sahara and the various parts of the world where there 
ia underground watel' artesian bores will be sunk, and so thousands 
of cities with palm groves will flourish where there is now only death 
and desolation. 

The New System will come as a God·send to Persia and Arabia. 
Same also to all other countries where they have a shortage of water. 

There is an immediate need for five thousand canals large enough 
to carry ocean going steamers. . 

All the various river systems of the world must be connected 
up with one another with the seas and with all the most important 
business centres. When you have the money you must see that the 
bUBines8 can be done. The money is no good if it is not used. 

The money will be used too in various parta of the world. 
When the South American States are all liberated from the 

shackles of the foreign capitalist there will be something doing in 
that part of the world. They have all reached that state of civilis-
ation when they will be able to do something. " 

The Amazon Valley with its excellent river system WIll soon be 
the talk of the whole world. There is a territory here ,is large and 
as rich as the whole of Europe. Some day ocean going liners will 
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be able to pass through right to the Pacific. That mlly Jeem Impos. 
sible but many things are possible when you have the capital, and 
when it pays to spend it. Under the New System, South AmErica 
will have the capital and it will pay to spend it. So time will p<ove 
that it is possible to take an ocean going liner along the Amazon 
and right through to the Pacific. Not only will they be able to land 
on the Pacific, but they will be able to land on anyone of the 
three sides of South America. 

Same is the case in the United States. A traveller may start 
olf by an ocean going steamer from the Gulf of Mexico and end up 
almost on the Pacific Coast of Canada. If he thinks that too cold he 
may change his mind and land in the Gulf of California, or any of a 
dozen other parts of the CO&3t. 

In Africa the steamers will be able to run through the whole of 
the Continent in different directions and in different places. There 
are many places there where one may go from the Indian Ocean to 
the Atlantic or from either by the Nile to the Mediterranean. 

If the Emperor of Ethiopia has inherited any of the qualities 
of his great ancestor, the New System of Finance will furni3h him 
wih an opportunity that would have made Solomons mouth water. 

IS THE NEW SYSTEM OF FINANCE A SOCIALISTIC OR 
A CAPITALISTIC SCHEME? 

It has been the authors ambition to help all Nation. and all per· 
sons independent of their political ideas. Consequently the New 
System covers the whole range-from the most extreme of Capitalism 
to the most extreme of Socialbm. 

Mr. Brown receives a million pounds free of interest. That is 
Capitalism. 

In the Adriatic the poor people may walk into ready made homes 
without a deposit and without having to pay neither rent nor interest 
-just enter and enjoy. That is Socialism. There can be nothing 
more socialistic than that. 

These are two extremes, and every stage there between are in 
the same System and every Nation may UBe it as ahe likes. 

Under the Old System, whether you adopt a socialistic or a 
capitalistic regime, it all comes to this: One section of the commun. 
ity is thriving at the expense of the other. Under the New System 
such need not be the case. 

If the working man in the Adriatic walks in without. deposit 
he i. not robbing anyone. It was he who conquered that territory, 
and so he has a moral right to do it. True, he was drawing his pay 
all the time, but by the time when he enters the New Home all thoae 
millions will he in the hands of the rich. For Capital will always 
divine its way into the pockets of the rich. 

Thus the Rich have all the money and the Poor have all the land 
:b~~~: :;~.!l~eti.~: ~h:t~d. There can be no more equal dis-

The Poor is paid twice for all the work that he did. That is 
Socialism. The rich is paid once in millions for all the work that he 
never did. That is Capitalism pure and simple. The whole Nation 
is benefiting by it both directly and indirectly, and no one has to 
lose anything. Under ·the New System of Finance yon receive what 
you bargain for. and you ean keep your cash. If the worker is no 
longer in possession of the notes he has the secnrity by whicn the 
notes are backed and that i. the real cash. 
. The New System of Finance will work as well in Soviet Russia 

as anywhere in the Capitalistic or the Socialistic World. For it is 
all foundrd on the wealth of the Nations and ..... Ith is wealth wher .. 
ever you find it. That is an absolute 'faet that no political opinion 
can .lter. 



HOW TO UQUt1)ATE GRtA1' lltu'l';A1N'S nAfIONA1. fiEBl'g. 
This is a problem that has given the author many a sleepless 

night for the last eighteen years. Not from financial worries, but 
!rom the mere anxiety of solving a difficult problem. In the same 
way as a Chess plsyer may lie awake all night trying to solve a dif
ficult problem in Chess. 

The author has given himself many suggestions, but in his 
opinion the following is the only way by which a debt amounting to 
sucb buge sums may be bonestly liquidated without any outlay. . 

It is considered as a recognised fact that the whole of the North 
Sea is a coal field. If sucb is the case the North Sea is "Well worth 
draining. . 

But you cannot drain the North Sea without draining the Baltic 
also, seeing that tbe Baltic drains into the North Sea. This however 
should not make matters any more difficult. On the other hand it 
should only be so much easier seeing that there would be so many 
more Nations concerned in the enterprise. For every one would 
have a great deal to gain by it. 

This wonld necessitate a ships canal round the North Sea and 
the Baltic by Scandinavia, to Tomeo, and back by Leningrad to the 
Atlantic Coast of France. It would also necessitate another Canal 
from the most northerly point of Scotland to the South of Britain, 
and thence to the most westerly point of Great Britain. 

All these Canals would have to be a great size, and particnlarl(v 
so all through Germany and France. 

Every Capital City in the Baltic and all the more important 
cities on'the coast all along would be provided with a harbour equal 
to the best in the world. 

This would afford the various Nations of the Baltic and the 
North Sea a wonderful opportunity of catering for the world's tour· 
ists, and they shQuld all try to make the most of it. For there will 
never be another opportunity like this again. 

The scheme should be worked on co.operative and competitive 
lines. They should all work together to endeavour to draw as many 
tourists to the North Sea and the Baltic as possible, yet each one 
should endeavour to draw 8S many as possible of them for herself. 

The main ambition of the Reclamation Committee should be to 
see to it that a trip through that Canal should not be a monotonous 
one to the traveller. For that reason the Nations shonld not copy 
one another, but every one should strive to bring forth something 
original to entertain and excite the traveller. 

Where the cities are too far apart BOme new cities' should be 
built to break the monotony. This would necessitate a dozen more 
cities round the upper reaches of the Gulf of Bothania, about half a 
dozen on each side. These to be built by the Reclamation Committee. 

Tornea should be modernised to such an extent that it would be 
. able to accommodate all classes. Then with the cOoOperation of the 
various Nations most concerned a railwa, !IiIhould be built to North 
Cape, where another city should be built. This city to consist mainly 
of hotels and boarding house! catering for tourists who have come to 
see the Midnight Sun. This would really be the main draw in the 
whole scheme, but from Tornea. right down to the Atlantic Coast of 
France everything possible should be done to make the trip a pleas. 
ant one.' , 

If the whole scheme is worked for all it is worth it is possible 
that before our generation passes away there would be about twenty
five millions of tourists passing through those Canals every year. 
This would mean so much to all those oountries that Bome of the 
Nations would make more out of the Tourist then than they do now 
out of all their industries combined. Million. of travellers would 
even stay over the Winter to take part in the Winter sporte. It is 
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one 01 the best opportunldes of its kind in the whole world, and none 
of the Baltic or .NOl'th Sea States can afford to ignore it. As it can 
all be had for nothing they should all work together and make the 
most of it. 

The cost of the whole scheme would be enormous, but if that 
coal is in the North Sea the whole undertaking can be financed on its 
own merits so that it would not coat any Nation anything. Whilst 
the work is going on it would provide an enormous income for them 
all, particularly 80 the industrial countries. Germany would make 
most out of it industrially, and her share alone would be more than 
enough to pay all her Reparation money. 

When the work is completed the territory ahould be divided up, 
in fact that should be done before they start, to prevent any argu. 
mente Then every Nations share of the land and the improvements 
made in each country by the Reclamation Committee should be valued 
and the Mortgage divided up accordingly, so that every ones share of 
the gains would be mortgaged in proportion to ita value. 

If there is a universal currency by this time all that money would 
be universal currency, but if not it would be universal only as far 
as the North Sea and Baltic States are concerned. 

As far as Great Britain is concerned sbe could now sell part of 
her new territory in small lots, subject to the first mortgage, and 
subject to all other encumbrances to which British securitiea are 
subjected, such as future taxation, etc. This would enable her to 
payoff all her national debts and there would be enough over to 
finance the Imperial Government in all its departments, and all the 
Municipalities in Great Britain for a hundred years. 

The Government would now be able to issue a Proclamation 
whereby an amnesty from all rates and taxes would be granted to all 
persons in Great Britain for a hundred years. This would give the 
people in Great Britain the spell that they are so badly in need of, 
for the people in Great Britain are the most heavily taxed people in 
the world, and have been so for centuries. 

But assuming that there would be no coal in the North Sea, 
then great financial readj ustments would be necessary and instead of 
Great Britain being able to payoff her debts she would bave to 
borrow more. So would all the other States. Many thousands of 
millions would now have to be withdrawn from circulation, and they 
would ali have to borrow money for that purpose. 

Then Germany receiving the smallest territory in proportion to 
what she now holds, and being the greatest industrial Nation amongst 
them, would naturally hold the most of the notes, so all the others 
would become indebted to Germany and it would take them many 
years to pay it off. All the other Nation3 would have one good 
chance, but Germany would have two chances. She would have her 
money on the two horses and would be a sure winner whichever way 
it goes. 

Whether there i. any coal in the North Sea or not the scheme 
could not be considered a loss, for they would all have the land and 
the improvements, and there would be much good land both in the 
North Sea and in the Baltic. Still they would all be landed in some 
financial difficulties, except Germany. 

It is a scheme that win have to be put into practice some day 
and now is as good as later OD. ' 

There are long chapters on this in the book, but space does not 

permit it here·THE ~YKES OF THE NORTH SEA. 

These should be steel and concrete structures, built to float on 
water, and large enough to cover the whole depth and the whole dis
tance. 

Commencing in the channel at the most westerl" point in France .. 
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the first dyke may be made to cover the whole distance to the most 
westerly point in Britain. 

This dyke when .omplete would stand six hundred feet high on 
top of the sea and would .over all the deepest water in the channel, 
leaving the shallow water to he dyked separately. 

Before the dyke is built and put into position a detailed sub
marine survey should be tsken of the bed of the sea so that the most 
suitsble plaee may be chosen. 

The submariDes would be the most useful for this, but careful 
measurements would help a lot in regards to the level of the bottom 
of the sea. 

Whatever stones or rooks there may be should be removed by 
explosives, and the whole distance would have to be levelled off as 
much as it is possible to do it. 

Then two breakwate,," would have to be built of soil and stones 
straight across the cbannel to prateet the dyke from the waves. The 
outside of these would have to be all stones, but the centre may can· 
sist of both earth and stone. 

The dyke to be built with five keels; the central keel to .onsist 
of a steel blade forty feet wide and eight feet at the base, tspering 
off to a point. The other keels to be built in the same way hut cOn· 
siderably smaller. 

In the building of the dyke the engineers should be careful in 
their measurements so as to make the bottom of the dyke fit the 
bottom of the sea all over. If there is a rocky bottom in any place 
the' keels of the dyke would have to be made very narrow in that 
particular place, but where there is no rocks the keels should run 
the full Width. 

When the dyke i. .ompleted and all the necessary detsils have 
been attended to it should be sUDk into the sea where the keels .will 
sink into the bottom, thereby blocking the water completely. 

It is doubtful whether a dyke like this would in itself be sufficient 
to stand such an amount of water pressure. but a careful submarine 
survey shou' d now be made all arouDd it to make sure that the dyke 
is settling down on to the bottom of the sea properly. If not it will 
he necessary to cover the whole dyke with soil aDd stones. This 
means that a hill six hUDdred feet high will then have to he huilt 
straight across the channel from FraDce to Groat Britsin. There 
will be no art needed about this, but a great deal of labor. Scores of 
double rails will DOW have to be run on punts and the soil and stones 
carted by rail from both France and Great Britsin until the earthen 
wall reaches the top of the concrete dyke on both sides, which makes 
the whole dyke an artificial hill with a central core of steel and 
concrete. After this has settled down it will stand the water pressure 
80 that it will be possible to pump ant the sea. 

The next dyke should be from the North of Scotland to the 
Orkney IslaDds, and from there to the Shetland Islands. Then 
for Scandinavia. 

The last stretcb would be the only one to present any real diffi. 
cutly. If there is a .. ood bottom on tbe Deep Sea it may be done 
with very little difficulty, but if the bottom is stony and rough it 
will be somewhat difficult to clear it. Still it would have to be over· 
come somehow. There would be no shortage of stones in Norway, 
but some of them wo~ld have to be tsken by rail rather fa •. 

The launching of the dykes may seem a rather difficult job, bnt it 
is 88 easy 88 it is to abolish the interest. and when man is liberated 
from the interest he becomes a mighty being. It is the interest that 
makes man so small. '. 

This is all explained in the book but .pace does not permlt it 
b.ing explained here. . (J 



THE FINANCIAL AND INDUSTRIAL PROSPECTS OF 
THE UNITED STATES. 

The United States of America have outgrown the Old System 
of Finance entirely, and all the primitive methods by which 'that 
system has hampered civilisation for a hundred centuries will be a 
misfit in that country from this on. 

You may as well ask a boy of twenty to wear the suit his mother 
made him when he was five as to expect the industries of the United 
States to prosper on the Gold Standard, the Interest, a Three Months 
Bill and Compulsory Taxation. 

If there were gold fields in all countries the same as there are in 
South Africa and Australia, or if some methods could be invented 
by which gold could be manufactured in all countries, then a financial 
and industrial prosperity may again be restored to the United States 
under the old system of finance. But a3 the former is not a fact, 
and as the latter is not a probability the p03ition is this: Under the 
Old System of Finance the future outlook of the United States is 
induotrially and financially the most hopeless in Lhe whole world. 
In all other countries there are Borne slight prospects even under the 
Old System, but in the United States there is none. 

There is no Statesman in the whole world at the present time 
who would be capable of restoring a true and lasting prosperity to 
the United States under the Old System of Finance. Nor has there 
been any Statesman in the whole history of mankind who would have 
been capable of accomplishing that if he had been placed in the same 
position as the Statesmen of the United States are in to-day. 

It i3 for the United States to decide whether they are going to 
pull down half of their factories and .. duce their export, which 
means a reconstruction in every line of industry, with a reduction in 
the wages and the standard of living, or if they are going to adopt 
a new System of Finance. Sooner or later they will be compelled to 
cheose between the two. 

The present financial depression was entirely uncalled for, yet 
under the Old System it was absolutely unavoidable. Even now the 
only hope lies in cutting the "Gordian Knot" and giving an absolute 
financial freedom to the property owners and the industrial cla_s. 

By adopting the New System of Finance even as • local measure 
America's unemployed may all be put to work in a month or so, and 
a real prosperity seemingly restored. But this, however, would not 
be a true and lasting prosperity. To accomplish tbat the New 
System must be adopted in its broadest measure. 

There must be an International Currency based on the true 
wealth of Nations. This will release a snmlus amount of capital in 
all countries. That capital will .nable all Nations to buy more than 
what they sell. THEREIN LIES THE ONLY TRUE SOLUTION 
TO AMERICA'S INDUSTRIAL AND FINANCIAL PROBLEMS. 

This will be • comparatively easy matter for the United States 
to hl'ing about. If it is done as pointed out In this book so that all 
Nations will gain by it and no one will have to make. sacrifice, they 
will all fall In line. This will bring. true prosperity to the United 
States-e prosperity that may last for centuries: 

What is true to the United State. is true .Iso to Great Britain, 
Germany, Japan and several other Nations in a lesser degree. 

If the Americans wish to follow up thoir advantages and make 
the most of their opportunities they could back the League of Nations 
with an army of sixty thousand men and reduce their own armaments 
to onr·fiftb of what it is now. Then they could invite other Nation. 
to follow suit. This would gladly be followed by all Nations. with 
the r~lmlt that miUions of men who are now wasting their time in thp 
!-arracks all over the world would set to work to ereate some capital 
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for the Amencan millionaires. This would mean much to -America -
and it would be an enonnous gain to the whole world., 

An industrial Nation cannot afford to allow any man anywhere 
in the world to remain a non producer. 

The first step to be taken by the Government of the United ,States 
is to lift all the private mortgages, to liberate all the property own
ers, and all the industries from the burden of the interest, and to 
make every overdraft a pennanent thing. . 

It is the continual renewals of tbe overdrafta and the endless 
payments of the interest that killa every industry. ' 

HOLLAND. 

Holland is entitled to much respect for all her exertions in the 
Zuider Zee. But nevertheless the time has now come when a great 
deal more may be achieved with far less exertion. 

If the Government of Holland was to send out a few good diplo
mats to leetore in Great Britain, France and the Baltic States. They 
may easily obtain a new territory as large as the whole of Holland, 
and six or seven hundred millions of pounds thrown in for good 
luck; all for a little talk. 

Then with that money in hand Holland could tUrn her thoughts 
to the Java Sea and the South China Sea" where for a little more 
talking in Great Britain, France and America she may easily obtain 
a whole Empire, more than half the size of India. All this right 
under the Equator. where there is an everlasting Summer, where 
almost everything will grow and where she already has fifty millions 
of faithful and industrious subjeet&. 

It is no mistake, the Horoscope of some NatioDII looks beautiful. 
This is of much more importance to the world in general than 

the Baltic and the North Sea scheme. For this would provide an 
immediate employment for twenty.five to fifty millions of people in 
Asia, which would raise the standard of living in those countries 
to such an extent that it would influence all the world's markets in 
all industries and bring prosperity to all N ationa. 

ARGENTINA UNDER THE OLD SYSTEM. 

According to the Australian pre .. the, Argentina Republic had 
an Engli.sh economist out some time ago to give her Statesmen Bome 
lessons in finance, and the result of it all was that she managed to 
borrow a .few millions from Great Britain. 

This would be very humorous If it was not so, pathetic, and it 
would be very pathetic if it was not so humorous. 

Under the New System of Finance the Government' of Argentina 
can isS'ue a thousand millions of pounds on her own securities any 
day she likes. This Is without touching any private securities at all. 
Admittedly if she Is.ue. too much money the molley will lose its 
value to some extent. Same is the case with gold also, When gold 
is plentiful the comodities go up in price, not because the gold has 
gone down in value. but because with the increase in capital there 
will also be a corresponding increase in ·the purehasinc: power-
simply beoause every one I. in a position to buy. I 

The purchasinjf power of everything, money included, depends 
on the supply and the demand of the markets. But this is the abso
lute fact and cannot be denied: If the Argentina RepUblic issues a 
thousand millions of pounds worth of notes and those notes are 
backed by a thousand millions of pounds, worth of good Argentina 
sfcurities then those notes are worth a thousand millions'Df pounds, 
and those notes will be as good as gold. ' 



P{JBLIC HOSPITALS AND CHARITABLE INSTITUTIONS 
UNDER THE NEW SYSTEM OF FINANCE. 

Under the New System you just form a Hospital Committee and 
that body calls tenders for the construction of the hospital. Then it 
lets the contract to the lowest tender. When the work is completed 
they apply to the Minister for an advance on the property and the 
Valuer is sent out. Then the property is mortgaged to the Treasurer, 
and he issues his note of credit for the amount that the property is 
worth. The difference, if any will have to be obtained on an Under· 
writers guarantee. Then the public has to subscribe enough money 
to pay the Underwriter his fee. This however will not be much, but 
it has to be paid every year J unless the overdraft is paid off. 

If the work i. done by voluntary labor the cost of construction 
will be reduced so much that the Treasurer may be able to advance 
the full amount and then no Underwriter will be needed. 

The same is the case with Public Schools, Colleges, Universities, 
and all public buildings, only in that case the Minister for Public 
Works attends to it all and he has to find the difference in the money, 
if any. 
PUBLIC BRIDGES UNDER THE NEW SYSTEM OF FINANCE. 

A bridge that is of so much importance that it would pay interest 
and maintain itself by levying a public toll on it may be built auto. 
matically under the New System. Thus, the Harbor Bridge of 
Sydney, that has been such a strain on the. resources of New South 
Wales, could have been built for nothing under the New System of 
Finance. Same is the case with all those costly bridges in America, 
London, Paris, and in other parts of the world. All those could have 
been built for nothing under the New System of Finance. 

If the Harbor Bridge would have been built under the New 
System of Finance much depression and misery would have been 
prevented. It would then have been laying "Golden Eggs" all the 
time of its construction. The way that Bridge is being financed now 
it is eating capital and enslaving the taxpayer all the time. 

THE CONVERSION LOANS OF AUSTRALIA AND 
GREAT BRITAIN. 

The Conversion Loan is only a Tread Mill; an endless tramp 
that tires you out and takes you nowhere. 

It reduces the assets, the income, and the outlay proportionately, 
and this is only an imaginary gain even at the best of times. 

It is the same thing as reducing the workmans wages: You make 
a wild slash at one section of the people, and you cripple the whole 
community in so doing. Whether it is voluntary or compulsorily It 
all comes to the same thing. . 

The capitalist and the working man are both members of the 
same community, and in prosperous times they are both one and the 
same person, for the working man as a rule has something put by in 
the Savings Bank or in the Government Bonds also. But whether 
or no you cannot impose on one without hurting the other. 

It is dangerous to lo.e sight of the fact that the aaseta are the 
main thing in aU BOund finance4 

It is this little oversight of one single solid faet that haa placed 
the whole world in the miserable position that she is in to-day. 

THE COSTLINESS OF THE LOIN CLOTH. 

It is the author's desire that every man in the world should be 
able to buy a new suit and every woman in the world should be able 
to buy a new dre3a once a year, and that every family ahould have a 
decent home to live in, and that the happlnesa of that home should 
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,,,!ver be marred by neither the house reni nor the interest. 9ortber. 
more it is the authors fond hope that before long every man, woman 
and Child in the whole world will have all the necessities of life 
at all times. 

The world can well afford this, but the world cannot afford to 
allow any Nation or person to remain on a low standard of living. 

The Loin Cloth is the costliest garment that haa ever been in· 
vented by the ingenuity of man. No Nation can afford that. It 18 
the costhness of the Loin Cloth that is the main cause of the indus
trial depression in all countries at the present time. 

It IS to the interest of all manlnnd that all Nations should make 
a united effort to raise the standard of living in all those countries 
where the standard of living is low. This will be easily accomplished 
by adopting a universal currency that will enable all Nations to 
adjust their Trades Balances by internal developments. 

WHO ARE GOING TO BE THE RULERS OF AUSTRALIA! 
The power that a Bank manager exereices is invested in him by 

the wealth of the Bank. In the financial world his legitimate prestige 
is proportionate to the wealth that is under the direct infiuence of 
his Bank. 

The totsl amount of wealth that is under the direct control of 
all the Banks in Australia combined does no~ amount to one-fifth of 
all the wealth that is under the direct control of the Federal Govern· 
ment. 

In addition to this the Federal Government baa a legal right to 
tax all the private properties and every person in Australia, including 
all the wellith of all the Banks. This in itself is equal to a first 
mortgage over everything in Australia, the Banks included, and all 
the Bank Managers aa well. 

The total amount of wealth that is under the direct control of 
all the Governments in Anstralia amounts to thirty times that of 
the aggregated wealth of all the Banks in Australia. That is leaving 
the rights of taxation out ot it altogether. 

In spite of all that 30me of the leading Bankers have assumed 
the guardianship over the Federal Government and over all the 
Governments of Australia, thereby making themselves the virtoal 
Dictators over the whole Commonwealth. 

All that in tho .... me of Gold, a commOdity that is of so little 
importance in the world's markets, that all the gold in the whole 
world is not worth aa much as the smallest State in the Common. 
wealth of Australia, and all the gold in the Commonwealth Bank is 
only ten miliioIlll--<!qual to a fair size private fortune. How small 
we will look in the eyes of futuiity? What will posterity think of 
us and our Statesman? 

If that authority was assumed in the name of any other com. 
modity, there would be more justification for it. 
, It is a most lamentable state of affairs to' think that a Bank 
Manager should be able to stand up and dictate to the elected Gov
ernment of a Nation. 

This i. an absolute insult to the Sovereignty of the people and 
i!f~~~i:'i:"i:' tolerated by any person that haa any self respect 

There is nothing personal about this, however, and it must not 
be forgotten that all our'Bjplkers have been true to the doctrine that 
they have learned. 

Australia is deeply indebted to her leading Bankers in general 
and to Sir Robert Gibson in particular, for saving our Currency' 
Had it not been for those men we would no doubt have had inflation o~ 
fiduciary notes (which i. the same thing under another name). This 
would have been very disaatrou. to Auatralisn Finance. For nothing 
good can eome from valuele ... paper. 
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!!lven if the Government has the Securltles If the notes lire not 
backed by those securities or by gold then those notes are no good. 
The world had ample proof of that in Germany and in Russia. 

It 18 the existing System that the author is condemning and not 
the l::sankers themselves, for the Bankers are all doing their best and 
are straining their resources to the utmost to help U3. But the Gov
ernments of Australia have no right to be sitting on the doorsteps 
of the Banks collecting Alms for a Nation that i. thirty time. more 
financial than all the Banks in Australia put together. 

It is now a matter of life and death to Australia. 
All the mortgages must be lifted and every property owner, both 

in the city and in the country, must be liberated from the Money. 
lenders yoke. This can only be done by the Federal Government. 

But before the Government can accomplish that the Government 
must itself be liberated. 

If the Government is not strong enough to liberate itself, it is 
the first duty of every citizen to take an active part in the liberation 
of the Government for the welfare of the country. 

This is not a matter of party politics. It i. a matter of Aus· 
tralia as a whole, before everything else in Australia. 

The whole Nation is in distress. It is nothing but poverty and 
misery where ever y6u look. 

It is in our power to end the misery and to lift the depression, 
and it is our duty to do so. 

The only way that can be done is by liberating all the property 
owners from the burden of the interest and by restoring the power 
of the Nation into the hands of Constituted Authorities. 

When that is accomplished there will he capital in abundance 
and employment for everybody, without any reduction in the wages 
nor in the salaries either, and without any addition to the taxes. 

Then your families will have enough to eat and every man, 
woman and child will have all the necessities of life. 

There is no shortage of anything, in Australia, nor in any part 
of the world. It is our own ignorance and the ignorance of an man
kind that is at the bottom of all this misery and starvation. 

THE LIBERATION OF MANKIND FROM MILITARISM. 

When man abandons the Gold Standard hi. primitive instincts 
will leave him, and that will make him look down on hi. own little
ness. God help militarism when that time comes. 

A Nation that has no hostile designs and no aggressive intent! is 
foolish to maintain a large army, for she may with safety disarm 
herself to a minimum in the following! way: She may throw heraelf 
entirely into the arms of the League of Nations and then in retum 
for the League's protection back the League with an army consisting 
of one man for every two thousand of her population. 

This Army to be entirely under the control of the League and 
prepared to fight for the League anywhere in the world when neces
sity demand., but to be maintained at all times by the Nation by 
which it was recruited. 

In addition to this she may surrender to the League of Nations 
a strip of territory ten miles wide running around all the borders 
of her territory. 

This ten miles of territory by which ahe will be isolated from 
all other Nations to be the legal possesaion of the League for all 
times, but it may be continuously occupied by the same Nation as a 
leasehold granted by the League of Nations for peaceful occupation 
only. For this purpose the said Nation may obtain a legally drawn 
up lease of it for ten thousand years at an annual rental of one 
shilling per annum for every ten thousand square miles. 

If all N ationa were to adopt that measure it would be impoasible 
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for any Nation to mvade a territory belonging to another Nation 
WIthOut first invading the territory of the League. It would also 
make the League of Nations strong enough to defend her own territ· 
ory. Under such conditions no invasions would be attempted and 
no armi~s would be required in any countries, except the s~ll one 
supplied to the League of Nations. 

If one of the small Nations would lead off in this way others 
would no doubt follow suit, and so the League of Nations would soon 
become a mighty power that would have to be considered even by 
the great Nations. 

At the present time the League of Nations that should have an 
Army has none, and all the Nations that should have no Armies they 
are strongly armed. Everything is upside down. The whole world 
wants turning over. 

Any Nation adopting this measure would be quite &&fe from 
the attack of a small Nation. So that she could disarm herself 
entirely at home. 

It is doubtful, however, if the League of Nations would be able 
to defend a small Nation against a great Nation. One thing, how· 
ever, is certain: In a prolonged struggle a small Nation would not 
be able to defend herself against a great Nation by depending on her 
own forces. Such being the case what is the sense in leaning on the 
rotten stick of militsrism and bleading out your own country in so 
doing, when there is nothing but loss and dangers to be derived 
from it? 

If· there Were no Armies there would be no wars. But whilst 
there are Armies there will be wars and defeats also. 

For by the Armies the wars are made and by the Armies the 
wars are lost. If a Nation that bas no army loses a war, that war 
will be lost on the battlefield, but the Nation that has a good stsnd. 
ing Army will always lose its wars in the barracks, for the Standing 
Army eats out the resources of a Nation before the war begins, 'and 
makes defeat inevitsble. 

For that very reason the greatest Armies in the world /tave been 
defeated by inferior force •. 

No Army is strong enough to defend an empty Treasury. 

EVEN UNDER THE OLD SYSTEM OF FINANCE THE FED. 
ERAL GOVERNMENT OF AUSTRALIA HAS IT IN ITS POWER 
TO LIBERATE EVERY MAN AND WOMAN IN AUSTRALIA 
FROM ALL RATES AND TAXES FOR ALL TIMES. 

This may be done in the following way: . 
The Government may add up all the gross income from all Gov. 

ernment Taxation in the whole of Australia, including the State 
Governments, the Shire Councils and all the Municipalities. (This 
is not to include such thing'S as water, sewerage and electricity). 
It may now add a few millions to this for urgent needs. 

The next step i. to apply to the people for an internal Loan of 
that amount. Thi8 Loan to bear two per cent. interest, and to 
mature in twenty years. The Loan is to close when fully subscrib
ed. 

The conditions are that if the Loan i. fully subscribed within 
twelve month. there, will be an absolute amnesty from all Rates and 
Taxes throughout the who,le of Australia. Furthermore there will be 
DO Government interference- in the Banking Rates of intere.at, nor 
in any reasonable private interest rates. 

The author feels convinced that this Loan would be fully sub. 
scribed within twelve months, and if the Government can be fully 
convinced to that effect, it could from the very first aboli.hthe Tax. 
ation Department and everything in connection with 0' Taxation 
throughout the whole of Australia, including the Shires and the 
Municipalities also. 
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Now the Government has to ascertaIn how much It haa cost 
Australia every year to keep thoae "White Elephants." That amount 
of money is to be deducted from the new Loan and placed in the 
Commonwealth Bank on Fixed Deposit for twenty years, bearing 
Jive per cent. interest per annum. 

This money so deposited in the Bank is to Act 8S a Government 
Reserve and 8S a Bank reserve also. 

Out of the rest of the money the Federal Government I. to 
finnnce all the State Governments, all the Municipalities, and all the 
Shire Councils for twelve months. . 

The same process is to be repeated the following year, and ~o 
on year after year until the Reserve Fund is strong enough to main· 
tain all the Governments in Australia, all the Municipalities, and 
ail the Shir ... as well, without taxation and without borrowing, and 
strong enough to meet the old Loans as they fall due. 

This would make the Federal Government the Mother of ail 
Governments in Australia, and the Commonwealth Bank the Bank 
of all Banks in the Commonwealth. In the authors opinion that i. 
how things should be. The public would still be carrying the same 
burden, but instead of being loaded up with the dead weight of the 
"White Elephant" that gives it nothing but endless worries and 
anDoyance there would be Government Bonds for the full amount 
bearing two per cent. interest and maturing in twenty years. Be .. 
sid ... that we would be creating a Reserve Fund which would be a 
healthy assurance of freedom for posterity. 

A Reserve Fund of that nature would stabalise the Australian 
finance wonderfully. It would enable the Commonwealth Bank to 
grant overdrafts for long periods on good seeuritie.. Thus both the 
public and the Bankers would be able to face the future with a sort 
of philosophic unconcern, and so would the Governments. 

Under the old conditions public debts are a danger to a Nation. 
Under such conditions the more a Nation would borrow the safer 
she would be, needless extremes excepted. 

When the twenty years were up it may be necessary to make 
some renewals. This would not be very difficult once the people 
would have become accustomed to the new conditions, particularly so 
if there was a general prosperity in the country. 

Compulsory taxation of all kind cultivates all the lower instincts 
in man and makes a man a grafter. a sneek. a rogue. and even a 
thief. It should therefore be abolished. 

A public Loan in the name of Freedom and Liberty has a direct 
appeal to all the nobler instincts in human nature. It makes man 
feel that it is a pleasure to fulfil a duty and that is the kind of 
spirit that every Nation should try to cultivate in the private in. 
dividual. 

But looking at it from a purely economical and financial point 
of view we find that compulsory taxation is the costliest way that 
money can be procured. So costly in fact that no Nation can afford 
it. It is not a matter of whether a Nation can aft'ord to abolish the 
taxes, but it is a matter of whether a Nation can afford to go on 
taxing the people. The author maintains that no Nation can afford 
to go on levying compulsory taxes on the people. Therefore taxation 
of all kind should be abolished in all countries. 

If those Bonds were never paid we could point to that Reserve 
Fund. If that was lost also we could console ourselves with the idea 
that what we have received in interest we hold. If no interest was 
paid even then we would have lost nothing. For the "White EI .. 
phants" would have eaten it all in any case. and freedom is worth 
a lot at all time. to a Nation. For any system of Government fin
ance is cheaper and better than taxation. 

This would liberata .n the people from .n Rates and Taxes. 



It would also liberate all the Banks and Governments as well. It 
would in the authors opinion do away with all unemployment. 

But Australia would still have to pay the interest and the house 
rents, and that is more than we can afford. 1 Those too must be abol
ished also. 

This can ouly be accomplished by adopting the New System of 
Finance. 

A Nation that is patriotic enough to respond to the appeals of 
a generous Government and is intelli~nt enough to realise what it 
is worth to be free may be safely and advantageously liberated from 
all the Rates and Taxes. But even sO it is absolutely impossible to 
release the gold that does not exist. Such being the case, under the 
Old System of Finance there is no futnre for those N ationa who have 
over·reached themselves industrially. Their only hope is an Inter
national Currency that is backed by all the wealth of the whole 
wo~. . 

HOW TO REDUCE THE COST OF LIVING IN AUSTRALIA 
BY FIFTY PER CENT. 

If we do away with all the Commercial Travellers and all the 
Custom Houses and place all our imports and exports in the hands 
of real business men, we will be able to reduce the cost of living by. 
fifty rer cent. This can be done without interiering with the Stand. 
ard of Living, without interfering wit.h the Pnblic Revenue and with
out robbing any person or persoR8. 

All our export and import would have to be placed iu the handa 
of capable. business men who by long experience have proved them· 
selves to be worthy of such a trust. 

These Commissioners would boy all our import in large or small 
quantities, which ever pays best. They would buy it in one place, or 
in a thousand places, all depending on which would be the most 
beneficial to Australia. This in tnrn would be determined by the 
sale of the Export. FOR IT IS THE POOR SALE OF OUR 
EXPORT THAT IS MAINLY RESPONSIBLE FOR THE HIGH 
COST OF LIVING. 

With the up.to-date methods of transport and communications 
importation is so easy that anyone can do the importing part. 
Consequently the gooda we import is bought by any body. It i. 
ordered from anywhere, anyhow, and at any time. Always with 
absolute disrenrd of the export. No one cares whether onr export 
goods are "Bold or Dot. 

Consequently there are thousands of cases on record' when all 
our markets have been conquered by foreim J!'OOds and our own goods 
have been thrown into the sea, siml!!Y beeause there was no sale 
for them. 

This very year thirty thousand tons of good Tasmanian fruit 
had to be destroyed bl'Cause there was no sale for it. The same 
thing is going on in every State of Austra1ia. It is safe to sav 
that no 1 ... than one hundred and fifty thousand tons of Australian 
fmit bao been lIroing to waste this year beeau .. there has been no 
sale for it. Whilst this is goinR' on eve" ~oeer shop in Australia 
is stocked up with dried imported fruit and the author does not know 
one instance when any imported fruit of any kind has had to be 
destroyed. Same is the case with our secondary produets also. 
Consequently all our primary and secondary producers are in distress 
and our workinR' men and women are ~ing idle. 

We must 'nnt work against imnortation. On the other hand we 
should trv anti do business with all countries, and as much business 
as pos.lble wlth an of them. 

At the flam" time we have no right to bnv what we have no need 
()f and things for which we have no use. For in so doing we are 
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not only hurting ourselves and our working men, bnt we are hurting 
all other Nations as well. 

If we buy what we are in need of and that only, all our farmers, 
factories and working men and women will be busy all the, -time 
earning more money for us, and so we will all be able to buy much 
more than what we buy now. Thus the whole world will be gaining 
by it. For unemployment in one country is a loss to the wd101e 
world. ' 

Unemployment in any country is also a direct or indirect result 
of misrule. For unemployment is absolutely uncalled for in aU' 
countries. 

The Commissioners for each product should be elected by those 
who are most directly concerned and who are therefore in the best 
position to judge. 

Thus the Commissioners for the wool industry should be nomin
ated and elected by the wool growers and by the wool growers only. 
Those for the wheat industry by wheat growers. Those for the 
dairy industry by dairymen, and so on for everything that we pro-
duce. . 

Same also with everything that we import. The Commissioners 
for the tea industry should be nominated by the tea merchants, and 
by all who trade in tea. The Commissioners who are to be entrusted 

. with the ab.olute control of imported herbs and medicines should be 
nominated by doctors and chemists and elected by them, and BO on 
with everything that we import. 

All these Commissioners should act jointly and for the welfare 
of the whole of Australia. No one should be allowed to forget that 
it i. always easier to buy than what it is to sell, and that everything 
depends on the sale of exports. Thus there should be no absolutely 
unconditional purchases in any country. 

The Commissioneto should issue a weekly Bulletin where the 
wholesale prices of all commodities are quoted and this should be 
posted free to all the retailers. This Bulletin could also be utilised 
for advertising purposes. Thus the Commercial Traveller would no 
longer be needed and that would reduce our cost of living" by twenty 
per cent. There would no longer be any need of any Custom Houses 
because the Commissioners would be able to fix the prices as the 
Government desires in regards to the Revenue. 

That relieves us of two "white elephants." It is those "white 
elephants" that are responsible for the high cost of living. 

The Commissioners would be no extra burden to the people, be
cause as it is we have our importers and our exporters, and they 
would now be done away with. The country would actually Bave 
by it even as far as the staff goes owing to better methods, for it 
would be done on more up-to-date principles. 

The export should he absolutely free save a reasonable commis. 
sion for the selling of It. 

The Commissioners would be obliged to pay the Government 
every year what ever amount of money the Government may decide 
on as a public Revenue, and this amount would have to be charged 
up ao:ainst the retailers of imported ""ods. But apart from this 
the Commissioners should be absolutely independent of all political 
eontrol, and as such should he treated by the Government as if they 
were only foreign ambasudon. 

This is a long chapter but space does not permit any ,!,ore being 
inserted here_ 

AMERICA IS EUCHRED. 

America is euchred by the Gold Standard and the Inefficiency 
of the Old System of Finance has left her in the lurch. 

Industrially America lives in the twentieth ceotory, and finan-
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cially she livE's in the time of Nebuchadnezzar. That is the main 
cause of the trouble. The industriea have advanced and the finan· 
ciers have not. In civilised life everything is built on finance. Fin
ance is the foundation of everything and before there can be any 
harmony, finance must be modernised in proportion to the rest of 
the 8trocture. 

America is as far advanced financially as any other Nation, but 
being further advanced industrially than the rest of them things are 
more out of proportion in that country, and for that reason the finane 

cial and the industrial position is more hopeless in the United States 
than ~lsewhere. 

The world cannot point to any reserves that could offer any 
noteworthy relief.. The annual output of gold is so small that all 
the gold that is being dug out of the earth annually in all countries 
is only like a berry to the bear when compared with the industries 
of America. Her surplus capital will take her nowhere, for a con
tiriuous draw on the reserves can only lead to ruin. 

THERE CAN BE NO TRUE AND LASTING PROSPERITY 
IN THE UNITED STATES UNLESS HER EXPORT EXCEEDS 
HER IMPORT BY FIVE MILLIONS OF POUNDS PER WEEK 
CONTINUOUSLY. 

Under the New System of Finance with 'an International Cur· 
rency based on all the wealth of the world such a thing is quite easy, 
but under the Old System of Finance it is absolutely impossible, 

When America ceases to advance there will be a dangerou~ 
decline. There can be no industrial standstill in that country, nor 
is there any need for it for a century or more. . 

The idea of overtaxing the rich is a poor method of ·finance. 
There should be a general amnesty from all rates and taxes, and 
that law should be for rich and poor alike. 

If the rich i. becoming a burdensome person to the community 
there are a thousand other ways by which he may be straightened up 
besides making a slave of him and crippling all the industries in so 
doing. 

A law that enables the Government to take the money where. 
ever the money is to be found is following so close to the primitive 
instincts in man as to make the very Government a danger and a 
drawback to progress and civilisation. This is a fact that no Nation 
can afford to ignore. 

The author is well aware of the fact that the one who is going 
to finance all the Govemments and all the Municipalities in the 
United States without any compulsory taxation will be confront.d 
by !l'ome fair size financial 1)roblems. but there are men in America 
who can do it. and it is only a matter of bringing the ri~ht men to 
the front. When those men come forth the wheels of Government 
will be lifted out of the old rot and so when Nebuchadnezzar dies the 
Government finances will run smoothly ever after. 

But even .0 the fact remain. that under the Old System of 
Finance America ill euchred. 

The United States cannot prosper on the Gold Standard after the 
world'" 2"01d has vanished. 
ONE CANNOT BUY BREAD WITH THE GOLD THAT IS GONE. 

When all the gold l;Ias gone to America there is no inore to 
come. The lending and relending of the same old gold will only 
build up a protpctive barrier against American goods in all countries 
in th. way of interest. 

The autror has nothing but love and respect for America and 
it hurts him to know that her people are in distress. But it i. only 
what mav have been expected, and what the author .has PTedict." 
this last ten years. It Is cheerful. however, to know that America is 



euchred by the gold standard, for therein lie. the main hope of a 
speedy recovery from a world wide financial distress. 

Amongst all the great Nations America is the !east affected by 
ancient prejudice. She is intelligent enough to realtse that TH;ERE 

IS NO LONGER ANY LUCRE IN THE GAME THAT IS LOST. 

She is energetic and enterprising enough to start a world wide move· 
ment for an International Currency based on the wealth of the world, 
which is her only chance. Her Statesmen will be capable enough 
to make a success of that. 

When that is accomplished the Treasurer of Australia can sit 
down and draw out a cheque in full for Australia's external debts, 
for Australia has the properties. The Treasurer of Great Britain 
can follow suit, and so can the Treasurer of Germany, and the Treas. 
urers of all other countries, for they all have the securities. 

Then when all the external debts of all Nations have been paid, 
and when all Nations have ample backing for their Currency they 
will all be able to do business. 

Thus with no time limit to the Overdraft. and no interest on 
same, and with no Rates and Taxes and no House Rents to pay it is 
quite safe to predict that no man amongst us will live to see the day 
when America will be euchred the second time. 

All Nations, America included. will now enter upon a period 'of 
prosperity, such as the greatest optimists have never even dreamt of. 

SO THANK GOD THAT AMERICA IS EUCHRED. 

THE COSTLINESS OF UNEMPLOYMENT AND THE OLD 
SYSTEM OF FINANCE. 

According to recent statements supposed to have been made by 
Drominent British Statesmen, it is predicted that there will be no 
less than thirty millions of unemployed in Europe and the United 
States this coming Winter. 

Under the New System of Finance those thirty millions of people 
properly organised would be able to reclaim from a watery waste the 
whole of the North Sea and the Baltic. and the Mediterranean as 
well. Furthermore, they could build a hundred towns and cities in 
the new Settlements, all within a reasonable time. 

This is an undertaking that would necessitate five hnndred miles 
of stoel and concrete dykes six hundred feet high on an avera%,e. It 
would necessitate six or eight thonsand miles of ships eana\a several 
times as wide as that of the Panama. 

In doin .. this those people would release enon .. h of new capital 
to finance all the industries of Europe and the United States for ten 
years. If their wages was only ten shillings a day the direct finan.. 
cial gain to those countries would be fifteen millions of pounds daily. 
That would 800n lift the depression in al\ those countries. 

This all .. oes to prove what a costly thing nnemployment Is, and 
what a loss the Old System of Finance i. to the world. When the 
most cauable Statesmen are not even able to find constant employ. 
mp.nt for civilised men and women in a time like this when thousands 
of things are waiting to be done where ever you look. 

THE COSTLINESS OF BAD FINANCE. 

If Australia waa to abolish the Old System of Finance with its 
gold standard and issue money direct on the Assets, we would have a 
currency that would be five times as good as the one we have now, 
and we would have five times 8S much money also. Besides that we 
would save over eighty millions of pounds in Interest every year. 

If A ustralia was to borrow from the people all the money that 
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is now being taxed out of tbe people and pay two per eent. per 
annum. on tdat money in Interest, we would save so much by that 
metnod tnat .f all the money thWi saved was to be placed in the 
(;ommonwealth Hank every year on fixed deposit for twenty.five 
)ears at nve per cent. per annum we would in twenty-five years 
Duild up a Reserve Fund tbat would for the future finance all the 
Governments, all the Municipalities, and all the Shires in Australia, 
and would also payoff all the old Loans aa they mature. 

Furthermore, we would build up a Bank Reserve and a Govern
ment Reserve that would' stabalise all Australian finance for all 
times. 

. Under better Finance every family in Australia would be able 
to have a home worth five hundred pounds and the poorest person 
amongst us would not have to pay more than ten pounds per annum 
for such enjoyments. 

. If we abolish the Interest we cannot build up a Reserve Fund 
cn Interest, for nothing can be built on that which does not exist. 
But this goes to prove that even under the Old System of Financc 
the Compulsory Taxation is, and has at all times been, a loss to a 
Nation .. It is therefore evident that whatever System of Finance 
we live under all kinds of Compulsory Taxation must be abolished. 
There must not be any Rates alld Taxes in Australia. 

But after all what we need is a New System of Finance. For 
all the Governments in Australia hold enough securities between 
them to finance all the Governments, all the Municipalities. and all 
the Shires in Australia for fifty or a hundred years without· taxing 
the people I'nd without borrowing the money. 

Thus by just working our brains a little we can all be liberated 
from financial bondage. and our freedom will commence when our 
intelligence is good enough to warrant it. 

This all goes to prove what a costly thing bad finance is. 
THE DYKES OF THE ADRIATIC. 

If it is too difficult to build the dykes 'at the entrance to the 
Adriatic there will be no difficulty whatsoever in building them above 
the deep water. The settlement would then be less than two thirds 
the area, but it would include most of the good land. Mt. Gargano 
would then supply much of the material needed for the dykes. 

The Reclamation of tbe Adriatic is the only chance of revival 
that Venice has, and it is a good one. A new Settlement with mil. 
lions of settlers, commencing right at the gates of the City-Agricul. 
ture, Horticulture and Grazinl!'-illl trump cards industrially apeak. 
inill. Venice could not wi.h for anything better. 

This would give Venice a sure chance ot gaining industrially 
what she has long since lost commercially, and so before long the 
uQueen of the Adriatic" would be a larger and more prosperous City 
than it has been at any time during its long and glorious history. 

IS MAN A NATIVE OF THIS EARTH? 

It is reasonable to believe that man is but a degenerate descend. 
ant ot some 6uperior ancestors, who landed here in the dim past from 
a smaller planet than our own. It is optional to all to believe or to 
disbelieve this theo!?" for there is not enough. evidence neither for 
nor against. But in the authors opinion the earth is not old enough 
to be man'a mother. . 

AMERICA'S "BIG" JOB. 

What the U. S. A. needs at the present time is an industrial 
outlet for its energy and enterprise. The author has found this in a 
huge undertaking that will cost about twenty thousand millions of 
pounds to complete. This will have a direct bearing on every industry 
in the United States, and will alter the future outlook of the world 
entirel7. 



This is not in the sea. There are many of those chances in 
America too. But there is no need for them just yet. Not whilst 
the Amazon Valley is lying undeveloped. 

The author is now working out the details of this work, but it 
will not be finished for some time. 

The main thing about this i. that although the U. S. A. is gain· 
ing all the benefits from it industrially she will not have to pay 
anything towards it. Half of it works under automatic finance, and 
the other half is obtained by taking an opportune advantage of a 
peculiar circumstance. 

A PERMANENT CONQUEST OF MOUNT EVEREST. 

This will be easily accomplished by digging a tunnel imide the 
mountain to the top. It will be well worth while because the moun· 
tain is of great importance to the sciences; particularly 80 to Geol. 
ogy and Astronomy. There should be a Conservatory on top of the 
mountain for Astronomical observations. It is of international 
importance and the cost will be comparatively small. After a while 
the enterprise would practically maintain itself by a moderate charge 
imposed on the Tourists who would be able to go up in the higihest 
lift in the world to the highest mountain top without having to risk 
their lives. 

For the benefit of Geology there should be a shaft Bunk right 
down in the centre of the mountain as far 8S man can go for the 
internal heat. 

There is much to be said on this subject, but Ipace doe. not 
allow it here. 

THE FUNDAMENTAL PRINCIPLES OF K. J. BACK'S 
FINANCIAL SYSTEM. 

(1) There should be an International Currency and all the wealth 
of the world should be contained in that Currency. 

(2) No overdraft covered by Securities of any kind should be 
subjected to interest, but all overdrafts covered by securities 
that are of a perishable nature, or things that are subject 
to the fluctuations of the markets, should be covered by th. 
guarantee of approved Underwriters alao. and these shou1d 
be for limited periods only. 

(a) There should be no time limit to an overdraft covered by a 
security that may reasonably be expected to last for an in. 
definate period, but the person obtaining the advance should 
be responsible for the maintenance of the security. 

(b) No person shall be called upon to pay olf an overdraft 
whilst the security is intact, - but if a security decreases in 
value from any cause whatsoever, then a person should be 
called upon to either improve the security proportionately or 
to make a proportionate decrease in the amount of the over
draft; failing that the security should be sold. 

(c) If the security goes up in value from any cause whatsoever 
then the owner of tbat security shall be entitled to an 
additional advance proportionate to the increase in the value 
of the security. 

The sum total of a Nations Note Issue should be in proportion 
to all the wealth that that Nation possesses, so that all the wpalth 
of a Nation should at all time. be contained in that Nations Note 
Issue. 

No Government that is in possession of National Assets of any 
kind should be expected nor allowed to borrow money and pay interest 
nor to raise money by taxation whUst those assets are unencumbered. 
for such an act is a deliberate waste of a Nations capital; nor .hould 
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any Government be allowed to issue in1lated notes or fiduciary notes 
of any kind, for such an act is a deliberate inflation of the Nations 
(;urrency and is injurious to the financial welfare of the whole Nation. 

As a backing for Currency a Life Property should at all times 
be preferable to dead wealth, but wealth Of all kinds should be util· 
ised for that purpose. 

There should be no compuieory taxation of any kind, but all Gov· 
ernment and Municipal finance should' be done by more modern and 
less expensi,.. methods. 

Every workers family should own its own home, and there should 
be ndLher Interest nor House Rent to mar the happiness of same. 
There can be no true and lasting prosperity in any country until 
that is achieved. 

Automatic finance should alway. be applied when ever an op· 
portunity presents itself and borrowed money subject to interest 
should never be utilised in private enterprise, except as a last re
source. 

All the wealth utilised as Currency shonld be subject to in· 
spection at all times, and there should be periodical inspections of 
all properties to see that they are not deteriorating in value. 

The value of a property for Currency purposes shall be deter· 
mined by the income from same, as w.J!ll as by the market value of 
that property, and in the case of unimproved or partly improved 
properties the true values shall be derived at by what may reasonably 
be expected from such property with a reasonable amount of im· 
provements, minus the cost of such improvements. 

Unreasonable Tariff Regulations should be avoided, but every 
Nation sllould be allowed to use its own discretions in regards to her 
own protection against Nations who are on a higher or a lower level 
of advancement than what she is herself. 

Unprofitable enterprises and undertakings that are of a doubtful 
or an experimental nature should be financed by public subscription 
or by borrowed capital, subject to interest, and it should be made 
clear to everybody that whoever subscribes to it either by free gifts 
or by lending his capital for aame is taking a risk; no person should 
be allowed to misrepresent a doubtful adventure or to enlarge upon 
the possibilities of same. 

Every Nation should strive to maintain the average Standard of 
Living in its own country, and should at all times endeavour to 
raise all those Nations who are below that Standard to the same 
standsrd also. 

In the Artic Regions. the Tropical Jungles, the various Deserts of 
the earth, as well as on the Continental Tablelands where Valuer. 
Generals and Banks are out of question, the power of both may be 
invested in tru3tworthy native chiefs, honorable traders, or mission
aries, who may be authorised to act as Valuers and Bankers as well 
and thus be able to issue note3 to hunters. trappers and native tribe~ 
to enable them all to obtain the necessities of life on their commod. 
ities without having to sacrifice same to unscrupulous traders in 
unseasonable times. 

All the export and the import shall be entrusted to qnalified 
Commissioners who should handle all the wholesale internal trade of 
local product, also both in primary and in secondary products. Thus 
all the Custom officers may be done away with. 

These Commissioners will issue weekly Bulletins to all the Re. 
tailers and 80 the Commercial Traveller will be no longer needed. 

No country on earth will be a safe abode for mankind until milit. 
arism is abolished in all countries. 

TEE WORKERS BANK OF AUSTRALASIA LTD. 

The Bank is the Holy Tabernacle of the Cult that it .tands for. 
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For in the Bank ia eentralised all the IInaneia! strength of that par
ticular 3ection of the community. 

The class that has no Bank by which it may be financially repre· 
sented is no class at all. The people are only like so many ,lost 
sheep. They follow any leader that cornea along, generally the wrong 
one. Think of how many times the working people in Australia have 
been mislead by long tongued agi~to~s who have precipitated them 
into foolish strikes from which nothing but misery and starvation 
could be expected. Think of all the unacrupulous lea4ers who have 
risen to high position on the shoulders of the workers and then 
thrown the workers over after they have gained their own ends. 

A politician is not a true anchor to Labor at any time. If he is 
a good Statesman there are too many temptationa for him to walk 
over to the other side; and the one who is not a good Statesman is 
not a g'reat help to them. 

A good Banker would be much more of a stand by as a central 
figure in the Labor movement. The man who is capable of managing 
a Bank of that magnitude would also be capable of giving some 
sound financial advice. His advice could also be depended on, for 
his own position would always be at stake. 

He could not throw the Bank over and walk into something bet· 
ter, for there would be nothing better in his line in Australia. Un .. 
less there was a vacancy for a headman in the Commonwealth Bank, 
and there is no certainty whether such a move would be a los8 or 
a gain for Labor. 

There is nothing that the working classes in Australia are so 
badly in need of as a workman's Bank; nor is there anything worth 
while that is 50 easily obtained by the working people as a Bank of 
their own. The workers of Australia will only have to say the 
word and they will have the second strongest Bank in Australia all 
their own. For the Workers Bank would almost from the firat be 
the strongest Bank in Australia, next to the Commonwealth Bank. 

There is an opportune time for all things and now is the time 
for Labor to build its Holy Tabernacle, when a. hundred Bank Man. 
agers are out of employment and when all the Capitaliatic Banks in 
Australia are so weak that there is hardly a kick in them. 

This is the first time in thirty·five years when a Bank could 
have been started anywhere in Australia without any opposition 
from the old established Banks. 

This would also come as a godsend to all those Bank Manage .. 
who have been thrown out of employment lately. 

Even at the present time the working classes of Australia have 
a lot of money on Fixed Deposits in the various Banks in Australia, 
and this could all be shifted to the Workers Bank as it falls due, 
and that would give the Bank a wonderful start. 

In the years gone by the worker had to fight every election 
against the Capitalist, who was backed by the worken own money. 
With his own Bank the worker will be backed by his own money in 
the future and by some of the money belonging to the Capitalist 
also. 

There ia over £100,000,000 paid out in wages annually 
in Australia. The Unions have it in their power to order all that 
money to be circulated through their Bank. 

No Bank in Australia has ever started on such lavourable con. 
ditions as that, the Commonwealth Bank only excepted. 

With a Workers Bank and the New System of Finance every 
workman's family in Australia would have its own borne inside of 
twelve months, and so there would be neither bouse rent. nor in
terest to pay. 

Thia would give the workers thou.anda of opportunities in the 
way of small business (and large businesses also), as well as thous. 
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ands of opportunities in the way of different kinds of professions. 
This is certainly one of the points on which Labor has slipped 

ba~ith their own Bank truely patronised by all the workers of 
Australia the A.L.P. of Anstralia will be the predominating power 
in Anstralia for the futnre. 

FOR AN INSTANT RELIEF. 
As a matter of urgency the Federal Government should pass an 

act authorising the Treasurer to issue Notes of Credit free of interest 
on all commodities backed by Underwriters. This should be for 
twelve months, or until the commodities are sold, which ever shall be 
first, and as an extra precaution it may be stipulated that he is not 
to exceed seventy-five per cent. of the present maTket values. 

This should be extended to Crown Leases and live stock, also the 
Wool Brokers and the various Banks could act as Underwriters for 
the Squatters and the Banks could guarantee the wheat growers on 
their wheat. 

This would have so far reaching effects that every man and 
woman in Australia would be relieved. Even those Banks that have 
dosed their doors would be able to open them again, provided that 
they have not gone into liquidation. 

With this act all the difficulties in the Banking business and in 
Government finance would instantly disappear .. 

This would bring instant prosperity to all the Primary and 
Secondsry producers and to every town and city in Australia. 

The Commonwealth Bank in· all its Branches could be authorised 
to act on behalf of the Treasurer. 

Thus "in less than a fortnight every willing worker would be 
back at his old job again, or at something better. 

The information that this little booklet contains will be enough 
to solve all the financial problems of the world, and most of the 
political and the domestic problems as well. 

The amount of money that it will save the world in interest and 
house rent alone will exceed two thoussnd millions of pounds per 
annum. 

In consideration of bis services to mankind the author is re· 
spectfully requesting that each nation may make him a monetary 
compensation of a sum equal to two English Sovt'reisms per head of 
its population-to be paid in the currency that the New System pro-
vides. . 

It is oainful to have to a'D'Droach the world for such a huge 
draw. But the author is in need of that amount of money for exner· 
imental "umoses Slnd for nutting: into practice certain schemes, which 
in his opinion will be of enormous benefits to humanity. 

Most of this money would. no doubt, be wa.b·d in the fruitl .. s 
endeavours of solvinlt impossible nroblems. ThhlJtS that would 
alJpi"ar to the average man as hopeless and 8S foolish as the attempt 
to abolish the interest. But manv of our problemA in life are impos
s;bilitiE"s only because we think they are. Failures are costly, but 
where there are no endeavours there will be no achievements. 

In the meantime the author is respectfuHy solicitinl!' the moral 
and the financial support of every man and woman who has the 
welfare of humanity at heart_ 

Financially any Bum will be Jrladly accepted if it is ever so 
small. ThOBe who are able to helD financially arp. comnaratively fpw. 
but morally every person is in a position to do somE"thin~. For 
every one haa Bome influence over Bomebodv. If thAt influence is 
used in the ri~ht direction it will be no difficult.v to aboUsh the 
Interest, the House Rents and all the Rates and Taxes in all coun· 
tries. 



K. J. BACKS FINANCIAL SYSTEM. 

Thi. little booklet is Copyrighted in all countries except Rus.ia 
and the United States of America. The Copyright of U.S.A. baa 
also been applied for. 

Any criticism or comments that may reveal the secret of tbis 
System or anything that this book contains, is prohibited by the 
author. No reprint is allowed except on the following condition.: 
Any newspaper wishing to copy this or part thereof may do so for a 
monetary compt'nsation of one shllling per one hundred copi .. of the . 
circulation of the paper in which it is inserted. 

Subjeet to the following discounts. 

If the Editor inserts the whole contents of these 2 pages unaltered 
in his paper as an advertisement he will be entitled to a discount of 
twenty-five per cent., provided that he is prepared to allow other 
newspapers to copy the contents of this book from his paper free of 
charge, and provided also that he makes a ststement to that effect 
and draws public attention to this advertisement in that ststement. 

If the Editor is able to tra"ce as many as ten newspapers with 
the contents of this book printed in its columns, and he is of the 
opinion that they bave all copied it from his paper, he shaII be en· 
titled to a further discount of ten per cent., nTovided that he sends 
the author a copy of each of those papers, and that he pays poatsge 
in full on PHrh of them. 

Any Editor of a newspaper printed in a foreign language 
wishing to translate this for his paper may do so on the abovemen
tioned conditions, and if he inserts pages 4446 truely translated to the 
same language that his paper is printed in, he wiII be entitled to a 
further discount of fifteen per cent. as a tr&nslation fee. Thus 
he would only have to pay sixpence per one hundred copies of the 
circulation of his paper. 

Providrd that he sends the author (poBtsge prepaid) a copy eacb 
of ten other newspapers contsining the contents of this book as Btatrd 
above. 

Anyone wishing to insert this book or any part thereof as 
Becond hand news may do BO by paying the author a Bum of four· 
pence per hundred copieB of his paper, provided that he inserts 
these two pages as an advertisement, and provided also that he sends 
the author a copy of the paper he copied it from. and that the aame 
VBnet' bears an earlier date than his own; omitting these conditions 
it will be sixpence per one hundred copies of the circulation of his 
paper. 

No Newspaper shall have anv rights to the Copyright of these 
Extracts, nor shaII anyone be called upon to pay the second time for 
the use of aame. But any Editor havinll' paid once, wiII be at liberty 
to repeat alI or any part of this booklet through the columns of his 
paper as often as he likes in the futu..,. 

All moneys to be forwarded to the .uthors address •• atsted 
h .... below, together with a copy of the newspaper in which the 
article and the advertisement have been inserted; the posta«e to be 
prepaid by the Editor, and the paper as well as the remittanee to 
be nosted to the author's address the aame week as the article is 
published. 

TO PEOPLE IN DISTRESS. 

People in .xt...me povertY. Returned Soldiers. War Widows, 
cripples of plI kind. blind tJeOple. and any"","""" in diatr .... from 
pny cause whatsoever, are hereby authorised to have this book with 
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~ it contains printed at their own expense, and will be at b"berty 
, retail it in the streets of any town or anywhere for their own 
~rsona] benefits .. 

Provided that pages 4445 are also inserted in the book, and that the 
ott of the book is unaltered. Such people shall not be called upon 
, pay anything to the author, nor will the author pay them any· 
ling for the advertisement. 

But the author requests that one free copy be sent him out of 
.. h edition, postage prepaid, so that he can verify the text. 

The same privilege is granted on the same conditions to Public 
iospitals, Children's Homes, Deaf and Dumb Institutions, Poor 
ionses, and to all kinds of Charitable Institutions in all countries. 

K. J. BACKS FINANCIAL SYSTEM. 

This little booklet consists of some concentrated extraets from 
book of about three hundred pages. 

The book contains several pieces that are intended for the "Talk. 
's." 

·One of these is "Isaac Under the New System of Finance." 

Under the Old Svstem Isaac makes but l~f.tle, and it io very 
ifficult to collect the little he does make, because his customers have 
.thing.. But under the New System Isaac receives his money in 
dvance. He becomes a very popular man. Isaac works for every
.dy and everybody works for Ioaac, and all ate doing well. 

One is the Modern Version of the "Prodigal Son." 

Four brothero are sober, honorable and industrious. They all 
ave to slave for the Moneylender all their lives. The fifth 10 a 
runkard and do .... not even attempt to do anything. He io the only 
ne who eseapes .. 

Another one is "Mrs. Maloneys Standing Army." This is the 
Ilthors version of Militarism .. 

The retail price of the book will be eight shillings. But anyone 
'ho orders it from the author direct will be able to obtain it fM 
even shillings, provided that the order with remittance comes to hand 
of ore the metal has been destroyed. Should the order come too late 
'e .money will be returned. 

Anyone wishing to secure the 80le use of the Copyright for 
t"8ulation purposes for any particular country or language may 
lake an olrer to the author and it will be considered. 

K. J. BACK, G.P.O., SYDNEY, 

N.S.W., AUSTRALIA. 
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DEBTS 
AND 

REPARATIONS 
TIlEIR EFFECT ON CURRENCY, EXCHANGE, 

WORLD TRADE, COMMERCE AND FINANCE, 

ON YOUR HOME AND MY HOME. 

An attempt to discuss them in simple 
. language 

BY 

WALDRON SMITHERS, M.P. 



I have been asked to put on paper, in simple word., 
some of the elementary considerations which are involved 
in the international problem of Debts and Reparations, their 
effect on Currency and Exchange, and their repercussion on 
the trade, finance, and industry of the world. 

I venture to think that it is the duty of us all to try to 
understand these great problems which vitally affect the 
livelihood and the homes of all people in all countries, and 
by so doing to create a public opinion which will insist on 
a permanent international settlement without wbich stability 
and confidence-the foundations of all profitable commerr'e 
and trade between natione--are impossible. 

WALDRON SMITHERS. 

House of Commons. 

March, 19.32. 



DEBTS AND REPARATIONS. 

THEIR EFFECT ON CURRENCY, EXCHANGE, 
WORLD TRADE, COMMERCE, AND FINANCE. 

These subjects are often thought to be complicated, 
especially the principles which lie behind them, but those 
principles are the same principles as guide the framing of 
the" budget" in any home, the only 'difference being that 
in the case of the one it is a question of two or three pounds 
a week, and in the other two' or three million pounds a week. 
But whatever the size of the figures, the fact remains that 
two plus two make four. In other words, we may defy 
economic facts for a time, but in the end they will beat us 
and, if ignored, crush us. 

First, let us realise this. 

If we owe a fellow countryman a debt, we can pay him 
in pounds, shillings and pence. 

If we owe a foreigner a debt, we have to buy so many 
dollars, marks, francs, lira, escudos, before we can pay him. 
And rt is important, when it is a question of paying foreign 
debts, that the pound sterling should have such international 
. value. that we can buy with it the maximum number of 
dollars, marks, francs, etc. 

This, of course, applies vice versa to foreigners who 
owe money to England, and if their currencies are depre
ciated they, in their, turn, find' it more expensive to buy 
pounds sterling with which they can pay us. 

As we are a great creditor natiollt·(i.e., a nation to which' 
other nations owe large sums of money and to which, because 

a 



of immense foreign investments, large sums in interes&. are 
payable annually), we must in all our legislative action bear 
.in mind that we, in common with other countries, cannot 
hoptl for a world revival unless we are prepared to act in a 
neighbourly spirit and to help all the countries of the world 

-to get on their feet again. The English proverb, .. Live 
.. nd let live," is one which should be taken to heart by the 
statesmen of all countries. 

Debts, Reparations, Currency and Exchange and their 
repercussion on trade and industry are su bjecta which are 
occupying the minds of eminent statesmen, economists and 
financiers the world over. A body of international experts 
could no doubt soon arrive at a working agreement, but the~' 
are hampered by the often uninformed and prejudiced 
political and electoral forces in their own countries. That is 
why it is so important that all of us should try to understand 
these matters. 

Let us remember, in passing, that Reparations are not 
identical with Debts. DEBTS are the money borrowed and 
expenses incurred by the Allies in the conduct of the Great 
War. REPARATIONS are the sums demanded from the enemy 
countries in satisfaction of the damage done by those countries 
during the "Tar. For our present purposes we may lump 
them together as LIABILITIES. 

And here let me state quite brieHy the history of the main 
negotiations concerned with these liabilities, for the problem 
of international debts and reparations is intimately connected 
with the present troubles of the world and their settlement 
i. the first and necessary step towards world recovery. 

In January, 1921, the Financial Council of the Allies 
at Brussels fixed the total amount of Germany' a reparations 
debt at £6,600,000,000, which she was to pay in thirty annual 
instalments of £220,000,000 each. 

In the light of subsequent events it has become clear 
how fantastic this proposal was and how little that Financial 
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Council of experts understood either the difficulties they were 
creating or the magnitude of the sum they were demanding. 

Germany could not pay even the first instalment nor 
anything approaching it, so, in 1924, another Committee of 
Experts, presided over by the American, General Dawes, 
.... as appointed to reconsider the matter. The result was the 
Dawes Plan, by which Germany's liability was fixed at about 
half the original sum, and it was arranged that she should 
pay £l25,000,000 a year for an indefinite number of years. 

In August, 1928, Germany, who was bearing the cost of 
the occupation, raised the question of the evacuation of the 
Rhineland by the Allied forces, and the question of debts 
and reparations again came to the fore: 

Another Committee was set up, presided over by the 
American Banker, Mr. Young, and in June, 1929, it repOl;ted 
and proposed, in what is known as "The Young Plan," 
that Germany-and mark the terms--should make reparations 
payments of £102 millions a year for 37 years, plus pay
m~nts to cover allied war debt. of £80 to £85 millions a 
year for 22 years. The first instalments were divided into 
two portions-the "unconditional" of £33 millions, to be 
paid in any circumstances; and the " conditional" balance, 
payment of which could be postponed for two years. 

In 1931 it became evident that Germany could not pay 
even the unconditional portion, and President Hoover
fearing that .he economic, financial and political collapse 
of Germany, at so critical a juncture in international finance, 
might precipitate general default among her Allied debtors
proposed, in June, 1931: "The postponement during o7le 
yea'l" of all payments on inter-governmental debts, reparations, 
and relief debts, both principal and interest." 

In view of the P;";sidential Election next November and 
the difficulty of overcoming the prejudices and the ignorance 
of public opinion in America-the ignorance of whose people 
concerning international conditions is one of their worst 
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faults-I suppose this was as far as President Hoover felt 
able to go, but in any event this proposal was a belated 
realisation of an impossible situation and was in reality a 
partial acknowledgment of the wisdom of England's policy 
laid down by Mr. Balfour ten years earlier. (This policy 
is again referred to later on). 

Under the Young Plan we are due to receive, next year: 
£21! millions from Germany, £121 millions from France, 
£4 millions from Italy, and £l! millions from the other 
Allies-a total of nearly £40 millions. Against this we are 
due to pay America £38 millions. But, since we are off 
the Gold Standard and have a depreciated £, our liabilities 
would amount to over £50 millions. (At $3.50 to the £, 
about £54 millions; at $3.60 to the £, about £52 millions). 

On the 9th January, 1932, Dr. Bruning, the German 
Chancellor, said: .. It is clear that Germany's situation 
renders it impossible to continue political payments." 

It will be said that this was an obvious remark for 
Dr. Bruning to make; but the Young Plan provided for 
the setting up of an independent committee to test the 
sincerity of such a statement. Consequently, on November 
19th, 1931, the Bank of International Settlements convened 
a Special Advisory Committee which, in December, 1931, 
made a report which stated:-

(a) .. Germany would be justified in declaring . 
she will not be able in the year beginning in 
July next to transfer the conditional part of 
the annuity." (i.e., after termination of the 
Hoover Moratorium). 

(b) "The German problem. calls for concerted 
action which the Governments alone can take." 

(c) .. But the problem 11m tU.umed a world-wide range. 
. Action u moot urgently needed in a 

much wider field than that 0/ Germany alone." 
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(d} ""Already the Cf'UU haS taken formidable dimenlionl 
" . accumulating difficulties which, if not 

dealt with, will only prove forerunner. of further 
catadrophe •. " 

(e) "Tranlfer. from one country ta another on a ".cale 
80 large a8 to upset the balance of payments can 
only accentuate the present chaos." 

(f) "The release of a debtor country from a burden of 
payments which it is unable to bear may merely 
have the effect of transferring that burden to 
a creditor country which, in its character as a 
debtor, it, in its turn, may be unable to bear." 

(g) "The adjUltments of all inte~~Go'Vefflmental debts 
(reparations and other war debts) to the existing 
troubled situation of the world. . is 
the only la8ting dep capable of re-e.tabli.hing 
confidence, which is the very condition of 
~conomic .tability and real peace." 

The terms of this report, made by the independent 
committee, should be carefully noted. 

A new question at once arose. What is the position, 
with regard to the payment of debts, of the European allies 
-especially the position of England-towards the United 
States? For be it remembered tha,t a great part of the money 
lent to Europe by America during the war was lent to 
England, whose credit was an important factor in the 
successful prosecution of the War. (In round figures, 
America's loans during and immediately after the war 
were $4,300,000,000 to England, $3,000,000,000 to France, 
$1,600,000,000 to Italy, and 'smaller amounts to the smaller 
Powers). 

An International" Conference to c"onsider all these ques
tion. was arranged to meet at Lausanne on the 25th January, 
1932, but this Conference was never held and is now announced 
to take place in June next. 
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The policy of Great Britain was laid down· in August, 
1922, by Lord Balfour; and, as far as I know, it is still our 
policy. 

.. In no circumstances do we propose to ask more 
from our debtors than is aecessary to pay to our creditors. 
And, while we do not ask for more, all will admit that 
we can hardly be content with less." 

And Mr. NevnIe Chamberlain, in reply to questions in the 
House of Commons, made the following statement on 
February 2nd, 1932:--

" The policy of His Majesty's Government is that 
a comprehensive and permanent settlement of the repara
tion question must be reached as soon as possible. We 
believe, as successive Governments of this country have 
believed in the past, that this aim could best be realised 
by a general cancellation of reparations and war debts." 

If Germany and the Allies do not--or cannot-pay us, can 
we, or should we, continue to pay America? 

Let it be noted in passing that we have lost the £900 
millions owed to us by Russia, and that we have already 
paid to the United States £200 millions more than we have 
received in Debts and Reparations from the Allies and from 
Germany. We have made incomparably greater material 
elforts and sacrifices than have been made by any other of 
the allied nations involved in the Great War. And, in 
addition, we have shown our sincere and earnest desire to 
help in the solution of world problems by reducing armaments 
by a greater proportion than any other nation, and by so 
doing we have given a magnificent lead to the world of which, 
in future negotiations, the world must take account. 

What further steps can be taken? Only one thing can 
save the civilised world from chao. and min: THE CANCEL
LATION OF W.Ul DEBTS ANn REPARATIONS. Or, at the very 
least, reparations payments must be reduced to a figure which 
it is economically certain Germany can pay, and must be 
fixed at a figure which will not indefinitely cripple her. If 
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the 'World is not to drift along and gradually sink into 
complete economic collapse-and possibly worse-both Debts 
and Reparations will have to be reduced to such proportions 
as it can comfortably manage. In effect, this means practi
cally cancellation. 

In common fairness and to satisfy, to some extent, 
• French public opinion, it may be necessary to impose reason

able conditions on Germany concerning the extent to which 
she should arm or be allowed to dominate world trade. It 
i~ manifestly unfair to let Germany off Scot free and, by 
so doing, put her in a better position than her former enemies. 
It maY' be impossible to :fix a definite sum to be paid by a 
definite time, but if it is considered advisable to maintain 
the principle that. Germany shall continue to pay, then let 
the amount and time be determined by her capacity to pay, 
and ,let that capacity be settled by an independent body
such as ,the Advisory Committee of the Bank of International 
Settlement&-and not by the Government or Governments 
of her lat.e enemies, who are apt, for political reasons, to 
demand sums out of all proportion to the ability of Germany 
to meet those demands. 

At the same time, even France must realise that a 
reasonably prosperous Germany is a healthier and more 
helpful neighbour than a bankrupt Germany, and that 
Germany will never be prosperous so long as her people are 
haunted 'by the fear that their money may at any moment 
sufter confiscation. There is no doubt whatever that Germany 
has placed vast private resources abroad, but there is no way 
of discovering and attaching these sums, and they will only 
return to Germany when confidence in 'her own solvency is 
re-established. 

The presence of 6.5,000,000 virile people in the middle 
of Europe cannot be ignored, and if a policy of "crushing 
them" is pursued, there is the danger of driving Germany, 
in desperation, into the arms of Bolshevik Russia, letting 
loose the forces of revolution and chaos, the consequences of 
which are too terrible to contemplate. And those nations, 
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France in particular, who advocate such a policy would 
eventually discover that the very means they had adopted 
for the continued subjection of Germany would recoil on 
them and bring us all down together. 

It is clear that debtor nations will agree with cancel
lation; but creditor nations may reply: "Of course, that's 
an easy way out for the debtors!" Nevertheless, cancellation' 
is a' necessary condition of recovery for the good of the world 
as a whole, and it does not matter whether the suggestion 
is put forward by a creditor or a debtor-it is TRUE, and 
France and America are beginning to realise it. 

The necessity for at least some measure of cancellation 
was realised by Mr. Hoover when he suggested a year's 
moratorium. But public opinion in all countries is hard to 
sway, and the ignorance of the general public in all countries 
concerning international questions of finance, currency, and 
exchange, and their repercussions on world trade and world 
prosperity, is so great that this temporary relief is as far as 
the Governments of the interested countries, in view of their 
fear of public opinion, have felt able to go. The time has 
come---if the world is to be saved-when statesmen of foreign 
countries should have the courage-regardless of electoral 
consequences--to tell their people the truth in the same way 
as we did in August, 1931, the result of which was seen in 
the General Election of October, 1931. I am certain that 
political, economic and financial leaders in every country 
realise the necessity for cancellation, but until the principle 
is accepted by all peoples in all countries we cannot hope 
-nor can any country in the world hope---for a permanent 
revival of industry 'and trade, with a consequent raising of 
the standard of living and the reduction of the numbers of 
unemployed, which now amount to something like 20,000,000 
throughout the world. 

You cannot transfer huge sums--for which there i. no 
com mercial basis-from "debtor" to "creditor" nations 
without dislocating trade, currency, and monetary systems, 
and without destroying confidence and stability. The first 
requisitp for ~"nd an,l profitable national and international 
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bUsiness is Itability, which alone can give the leaders of trade 
and industry confidence in making the contracts, some for 
many months ahead, which will put men into employment . 
.As an expert friend of mine, who read the proof of this paper, 
put it: "This is th~ , guts' of the whole business." 

Folly-and suicidal folly at that-made America and 
. France demand huge payments by way of debts and repara
tions, and then raise and maintain high tariff walls which 
prevented us from paying our debts in goods or services. 
We were compelled to pay in gold, until the point was 
reached at which there was no gold left to" send, and we were 
forced 011 the Gold Standard in spite of our most valiant 
efforts to remain on it. The use for which gold, as an inter
national medium of exchange, was intended was to settle 
balance, of trade. Directly gold is used as a commodity of 
trade, and as a means of hoarding wealth, there is a shortage 
of gold, and the Gold Standard must cease to function. 

The world in general, and France and America in 
particular, are faced with two alternatives:-

(1) To listen to reason and to act accordingly and at 
once; 

(2) To learn through the bitter lessons of bankruptcy 
and chaos, which conditions may not originate 
in "those countries but must in time react on them 
and drag them, and us all, down. 

The question the American Government must ask itself 
is: "How much further downhill will America go before 
the American people ask their President to cancel War Debts, 
and dare we allow America to go so far down?" In America 
the balance of political power lies with the farmers and the 
producing classes; they are not yet feeling the pinch to the 
same extent as the city dwellers. But soon the ruin of the 
city dwellers will prllvent farm products from being produced 
at a profit or even sold at all. 

There is another reason-and one which is often for
gotten-why war debts and reparations should be cancelled. 
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Debtors know it is difficult to pay. When will creditors 
realise that it is ruinous for them to receive? 

There is now practically no gold left for America to 
receive from Europe. Therefore Europe can only pay in 
goods and services. The receipt of goods and ser1!ice. in 
payment of war debts is impracticable, because the American 
people cannot receive payment in goods and services without 
injury to themselves and without accentuating their present 
grievous condition. If goods are sent they must be sold, 
and their sale would depress prices of similar goods in 
America. There, wages must fall, unemployment must rise. 

This tendency is now in progress in America and is 
reflected in increased unemployment, bank failures, hUdget 
deficits, and an unprecedented fall in the stock markets. 
Americans are learning that hoarding and the mere possession 
of vast amounts of gold bring neither peace of mind nor 
material prosperity. 

Payment of debts to America means a one-way traffic. 
l'here is no et/Jchange of commodities and therefore no trade 
is initiated and no employment given tl~re, but to the 
extent to which goods are received more Americans are thrown 
out of work. 

America could not even receive goods and sell them 
ahroad. She has a surplus of her own goods for sale, and 
even if the Reparations goods were sold by America, she 
could only receive payment in goods again and so strengthen 
and widen the vicious circle. ' 

Tariffs or no tariffs, payments in goods and services can 
never settle these huge international war and political debts. 

So we come back to the principle laid down by Lord 
Balfour in 1922. If the world had had the breath of vision 
then to accept Lord Balfour's policy, not expert but instinc
tively British, we should have been saved from many of the 
troubles which now beset us. Are France and America 
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incapable of taking the large view, of galDlDg that vision 
without which the people perish P Cannot France realise 
that, however great may be her fear of Germany-and 
that fear is ingrained in the hearts of her people----she 
cannot ignore the existence of 65 millions of active people 
who, if they go bankrupt, will drag the rest of the world 
down with themP France is obsessed with a crippling fear. 
She is securing every ounce of gold she can get with no 
apparent good reason. Certainly she can never eat nor wear 
it. Does the mere possession of it mean security for her 
o~ can the possession of it bring prosperity to her P 

A ,simple story may explain what is happening. In a 
school of twenty boys, marbles was a popnlar game. One 
boy succeeded in winning all the marbles from all the other 
boys, but he then found he had no one to play with. The 
only way in which the game could be restarted was by his 
giving .t.en marbles to each of the other boys. 

Lord Balfour's policy was the expression of the best 
British character and mentality: "Live and let live." 
Let us proclaim and prove to the world once more that the 
policy which results from the higher development and 
expression of that indefinable something which is "character" 
must be recognised as the basis of the future policy of the 
world if civilization is to emerge triumphant from its present 
troubles. Quite humbly, but at the same time quite truth
fully, we may say that the best expression of that "some
thing" has been seen in the policy and the influence of 
England. 

In all the speeche~ delivered by the Chairmen of our 
five 'great Banks at their Annual Meetings, you will find 
the words" Hope," " Confidence," "Psychology," " Trust," 
" Credit." Yet if you search the ledgers and journals of 
all the business firms in the world, you will not find the 
value of these terms expressed in so many pounds, dollars, 
francs, or marks, but they are basic. 

The lesson which peoples and nations must learn was 
perfectly expressed by His Royal Highness the Prince of 
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Wales in his epoch-making speech at the Albert Hall at the 
end of January. He then said: "The mere acquisition 
of material wealth is not in itself the fulfilment of an 
individual or a national purpose." And Mr. Baldwin, in a 
speech at Leeds on the 13th March, 1925, referring to the 
years after the War, said: (, I think some of us found we 
were getting to cling much more loosely to material wealth, 
and to realise that wealth was made to be a servant and not 
a master-that, as a servant, it had a most useful function 
to perform, but that as a master it meant damnation." 
And Mr. Beaumont Pease did not hesitate to ask his bank 
shareholders, at their Annual Meeting, whether, behind the 
spiritual meaning embodied in the" Second Great Command
ment" there does not lie worldly wisdom-wisdom which 
is peculiarly applicable in these days, both to individuals 
and to nations. There are certain things which cannot be 
included in Balance Sheets, Statistical Abstracts, Board of 
Trade Returns, or Budget Estimates. But those indefinable 
things are fundamental to the material prosperity of the 
nations, and the production of a good balance sheet at the 
end of the year depends on them. 

By what right can England take up this attitude, and 
what right has England to tell the world the course it 
should pursue? 

After the War we punctually met all our obligation., 
at whatever sacrifice, until-owing to forces outside our 
control-it was utterly impossible for us any longer to do 
so, and so we faced the crisis of the year 1931. 

The most important factor in the restoration of general 
confidence was the crushing defeat of the Socialists at the 
General Election in Great Britain, the effects of which were 
felt the world over. 

Just before that crisis came in August, there were signs 
of grave financial difficulty throughout Europe. This country, 
true to its traditions, tried to localise and isolate the trouble 
by giving what help she could in the shape of credits, first 
to Austria and then to Germany. 

14 



To try to twist this situation, as some have tried to 
do, by saying that London was only out to make a commission 
between long and short loans, is a complete travesty of the 
facts and of the motives behind the action of the financial 
houses of London. 

The Bank of England has already repaid the £50 
millions of credit which it received during the crisis from 
Paris and New York, and within the last few days the 
Treasury has been able to repay-six months before the due 
date-the greater part of the £80 millions of credits it 
received last year from France and America to save the
pound .sterling. 

When our own crisis came, we as a nation faced it with
out flinching, as the General Election of 1931 proved, and aa 
a first step we balanced our Budget for two years on a basis 
of three million unemployed. Weare now taking steps to 
balance· our trade. Heavy taxation has been met and paid in 
a way that has won the admiration of the world. We have 
strained every nerve to overcome our difficulties. The Banking 
system of this country has been kept liquid and all along 
has retained the confidence of our people. While the peopl .. 
of other nations have been afraid of the solidity of their 
Banks and have been hoarding wealth, our people hav .. 
brought out their gold coins and trinkets and have willingly 
and gladly sold them for pieces of paper bearing nothing· 
but the imprint and signature of the Bank of England. 

Last· year, in America, over 2,000 banking institutions. 
closed their doors, the depositors losing over $1,500,000,000. 
Whatever differences of opinion there may be about the 
management or mismanagement of our currency and of the 
Gold Standard, the fact remains that we have, almost alon .. 
among nations of the world, had no "run on the Bank" 
and no Bank failures. This alone gives the lie to the cry 
raised at the last election that the crisis was " A Bankers' 
Ramp." 

The National Government is maintaining law and order 
in India, and that country was able to pay her January
maturity of £15,000,000 in cash. 
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All this has been possible because of the confidence the 
people have reposed in the National Government, the repre
sentatives of the British people. Is this confidence justified? 
There can be no doubt of the answer to this question. Becau"e 
of an unexampled display of character, material prosperity 
is returning. The date of its return dep~nd8 on the speed 
with u'hich we can make our influence felt in the world at 
large. Many other nations have still their pill to swallow. 
Let them swallow it quickly and get it over, for only so, with 
health restored, can they once again become active partners 
and good neighbours to us and to each other. 

Let us not be afraid to give a lead. An announcement 
to the world-as soon as we are in a position to make it
of the monetary policy we intend to pursue is the first and 
necessary step to a general reconstructaion and to trade 
revival, for that monetary policy is the dominating factor 
in the situation. 

If all War Debts and Reparations were wiped out 
to-morrow, the internal debt per head of the population in 
England would amount to £150. In France it would be 
£56, and in Germany only £8. Even in the United States 
-the heaviest sufferer from cancellation-the amount per 
head would be only £27. 

So long as the question of Debts and Reparations remains 
unsettled, the question of currency and exchange is a difficult 
one. But there is no need for despair. So much of the 
world is oil' the Gold Standard and related to sterling that, 
by degrees, we shall recover a sufficient volume of trade 
with the non-Gold Standard countries to ensure us against 
any undue increase in the cost of living. (Sir Basil Blackett 
has suggested a "sterling area. ") As far as can be ascer
tained, there are 28 countries on the Gold Standard; 8 are 
theoretically on the Gold Standard, 45 oft the Gold Standard, 
and 21 countries on Sterling. 

We seem to be the only people who are capable of 
organising, insuring, and financing the commerce of the 
world. That in itself is a great asset. The ability to con-
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tinue to hold this position depends on the extent to which 
We can stabilise sterling and be free from violent exchange 
fluctuations. If America and France persist in their dog
in-the-manger attitude, they will find themselves isolated. 
The world will ignore gold and find some other means of 
carrying on international trade. France and AlJlerica will 

'discover that their budgets will continue to show deficits, 
. that their trade will diminish, and their unemployment 
increase. Their shops, restaurants and hotels will be empty 
and their industry will go from bad to worse, and their 
present stocks of gold considerably reduced in value. 

Sterling has been, is, and will remain, the currency on 
which the goods of the world will be moved; if, as time goes 
on, economic forces prove too strong for, US and we are unable 
to return to the Gold Standard, then those countries which 
are still on a gold lIasis will be compelled, if they wish to 
trade, ~~ relate their currency to sterling. Sterling will 
absorb gold and not gold sterling. Sterling is to-day the 
dominating factor in international commerce, and confidence 
in it has returned and will be maintained if only we maintain 
national unity, balance our budgets annually, continue to 
display our national characteristics, and present a united 
front to the world. 

The internal purchasing power of the £ is as great as 
it was when we went off the Gold Standard. This is not 
80 much due to the fact that sterling has " gone down" as 
that gold has been "cornered" and its price has "gone 
up." 

The £ is worth what it will buy in its own country. 

Another important point which would take too long to 
develop here at length is thls. War debts were contracted 
and arrangements made for their repayment on a gold basis. 
~o serious account seems to have been taken as to the quantity 
of commodities a gi~en amount of gold would buy in 1914, 
during the years of the war, or since the war. 

From a book published by the Vendome Press I quote 
the following paragraph, which puts the case in a nutshell:-
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.. For two years, wheat in Chicago was worth 
$3.50 a bushel. England doubtless bought millions of 
bushels at this rate. ·Wheat was recently worth le.s 
than fifty cents a bushel. England owes the gold value 
of seven bushels to-day for every bushel she received 
ten years ago." 

This is another reason for the re-consideration and 
re-examination of debts and reparation •. 

Certain tariff proposals have reeently been given the 
force of law, but time must elapse before the real effects 
can be seen. For this country, a general tariff is an experi
ment, but a wholly wise experiment. Its chief value lies in 
the fact that we have at last a weapon which we can U8e 
effectively in bargaining with other nations. In view of the 
fact that we were the last big Free-Import country in the 
world, I hope and believe that one of the most important 
effects of our imposition of a tariff will be a general all-round 
reduction in international tariffs. All we ask is to be allowed 
to compete on equal terms with the rest of the world, and 
secure for ourselves equality of opportunity. 

For ourselves there is only one course to pursue, and 
that is to back this National Government for all we are 
worth. The country is right in demanding courage and 
action from the Government, but is not the Government 
justified in asking from the country courage and a little 
patience? 

We must continue to present a united front to the world. 
We have in the present Cabinet the best brains of all parties 
working together for the common good. They have at their 
disposal information and knowledge that no single person 
can hope to have. Surely we can do no less than put aside 
all private interests and help and encourage the National 
Government with all our might and main! We have the sure 
knowledge that no class, no nation, can hope to improve its 
conditions unless foundations are laid, and laid soon, for 
an all-round recovery. In helping to lay those foundations 
we can best serve-and sav&-the world, and, incidentally, 
ourselves. 
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AMERICA CAN DO NO OTHER • 
.. We are now about to accept the gage of battle with thia natoral 

foe to liherty, and shall, if necessa.ry, spend the whole f01'ea of the nation 
to check and nnlJify ito preteneions to power. 

"We are glad, DOW that we see facUI with no veil of false pretence 
about them, to fight thus' for the ultimate peaoa of the world, for tbe 
liberation of its peoples, the rights of natioDB great and small. and the 
privilege of men everywhere to choose thew way of life and obedience. 
The world must he oafe for demooracy. Ito peaoe must b. planted upon 
trusted foundations of politi~ liherty. Wp have no selfish ends to serve. 
We desire no oonquests and no dominion. We seek no imdemnitiel for 
ourselveB, aDd no material compensation for sacrifices Wit shall freely make. 
We are but ODe of the champions of the rights of mankind, and shan be 
satisfied when these rights are secure 88 fact and the freedom of nations 
can make them . 

.. To IUch .. task we can dedicate our lives,' our fortunee, everything 
we are, everything we have, with the pride of those who know the day 
boa coiDe when America ia privileged to spend her blood and might for the 
principl ... that geve her birth, and the heppine.. and p.... which she has 
treasured. God belping her, she can do no other." 

Woodrow WiZ'OR Oft Ame,.ioa', entry into tAl'. (heat Wa,.. 

AS WE LAY STONE ON STONE • 
.. When we build, let it be BUch a. work as our descendants will 

thank us for j and let us think, as we lay stone on Btone, that a time ia to 
come when those Btones will be held aa.cred because our bands have touched 
them, and that men will say 88 they look upou them, .. 8eel this ou,. fatke,. 
did fM ta.'" 

THE FAITHFUL TRUSTEE • 
.. Finance iB Dot aa BOrne think the rich man's art. It is the art of 

the public trust. Ita business lies in the centre of communal life, as 
developed by industrial civilization. In aU this the man to be sought for 
and on whOle disooyery everything depends, is the. man who unites in 
himself the breadth of the interna.tional mind, the. trained accuracy of 
science, and the faithful Bpirit of the trustee. Let him withdraw his supPcn:t 
nnd down comes the whole structure in ruins, which neither the diplQJl1at 
nor the agitator can rebuild. n -".~ 

Pmfe8tJ1W L. I'. J"('I<:,,. 
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.. Greatness can only be maintained in the future if we are faithful 
to those principles which have secured greatness in the past. U 

., To think that two and two 84'e four 
And neither five nor three, 

The heart of man hath long been Bore 
And long is like to be." 

A. E. HOlliman . 

•. There iB no alleviation for the sufferings of mall kind except 
veracity (truth) of thought and action, and the resohlte facing of the 
wol'ld &8 it is when the garment of make-believe with which pious hands 
have hidden its uglier features has been stripped off/' 

Huxley. 

PriDted ad Published b, the Keft"''' TMnu. Ti_ OfIice. Sidcup.. 
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PROPOSED BANKING ACT 

of 1935 

MR. CHAIRMAN: 

I regard this bill as one of the most important measures 
now before Congress. It is more than a banking bill: it is 
a credit and currency bill. As such it deserves the most 
careful consideration not only of bankers but of business 
men generally. It has even a wider scope, for it touches at 
vital points every person in the United States. This is true 
whether the individual works for hire, owns or rents prop
erty, has an income, buys, sells, produces ,or consumes. 

For these reasons I shall not speak simply as a banker, 
though a thorough understanding of the bill requires a cer
tain amount of banking knowledge, and more than that, 
a knowledge of the very specialized department of banking 
which. has to do with the business of a bank of issue. I 
shall discuss the practical as well as the theoretical aspects 
of the. bill and attempt to explain how I think its provisions 
will work under conditions as they now exist or may exist 
in the future. 

I shall not take up the time of the Committee at this 
point with a discussion of Title I, which is designed to 
perfect the system of Federal deposit insurance, or Title 
III, which makes technical amendments in existing bank
ing laws. To do so would require speaking of matters 
which are of primary interest to banks, whereas Title II 
is the concern of .the whole country. If at the close of my 
testimony the Committee will permit me to do so, I should 
like to make some observations with respect to Title I, 
which relate especially to certain provisions of that Title as 
it was adopted by the House of Representatives. 
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In the meantime I shall proceed, if the Committee 
pleases, to discuss Title II, which greatly changes the the
ory and practice of Federal Reserve administration, and 
therefore has a broad bearing on the economic life of the 
United States. 

Reserve System Fundamentally Changed. 

According to the newspaper reports of his testimony 
before this Committee, the Governor of the Federal Re
serve Board has testified that the changes to the Federal 
Reserve Act proposed in this bill are urgently needed at 
the present time. I shall endeavor to show that this testi
mony is not justified by the facts. Governor Eccles has 
further testified that the proposals made do not alter the 
fundamental character of the Federal Reserve system or 
the original nature of the organization. It will be remem
bered that the National Reserve Association, as originally 
proposed by the Monetary Commission, consisted of a pri
vate1y-owned central bank of issue with branches, but that 
under the leadership of President Wilson and Senator 
Glass this central bank was converted into the Federal 
Reserve system of twelve regional Federal Reserve banks 
with a high degree of individual autonomy, the Federal Re
serve Board being set up in order to coordinate their ac
tivities. I will endeavor to show that the fundamental 
character of the Federal Reserve system so created is com
pletely altered by the proposals made in this bill. 

Governor Eccles has further testified that there is 
nothing in this bill which would increase the powers of a 
political administration over the Federal Reserve Board, 
and at the same time undertook to defend government con
trol over the management and operation of the Federal 
Reserve system by referring to foreign central banks. 

He is reported to have said: 
"There is in the world today no central banking institution, 

whatever the fads as to stock ownership or the legal provisions 
of its charter, which is not subject to control by government." 

If Mr. Eccles intended to say that in the modern state 
the government can alter by constitutional means the 
charters of central banks, just as it can perform other acts 
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within its constitutiona1limitations, he is merely reciting a 
truism. If he meant to imply that the central banks and 
the governing authorities should take counsel with each 
other so as to avoid conflicts of policy, or even that the 
government is represented, as in the existing organization 
of the Federal R!!serve system, in the administration of 
many foreign central banks, he also is right. But if he 
meant to inform the Committee that political authorities 
abroad have" the same powers of dictation over their cen
tral banks that this bill would provide with respect to the 
F~deral Reserve system, he is wide of the facts. 

Limited Government Control of Foreign Central Bankr. 

The evidence to the contrary is overwhelming. I find, 
for instance, on page 17 of the authoritative work on "Cen
tral Banks" by Sir Cecil H. Kisch and W. A. Elkin, the 
following paragraphs: 

,. " •• ". Since the war the tide has set strongly against State 
interference with the functions of a Central Bank. The Brussels 
Conference Resolution of 1920 in favor of the creation of inde
pendent central banks crystallized the general feeling. Resolu
tion III proposed by the Commission on Currency and Exchange 
and adopted by the Brussels Conference, 1920, says 'Banks and 
especially a Bank of Issue should be freed from political pres
sure and should be conducted solely on the lines of prudent 
finance.' 

"The independence of the bank of issue was a cardinal fea
ture of the League of Nations reconstruction scheme for Aus
tria and Hungary, and the League's financial committee have 
remained strong advocates of independent central banks as is 
apparent from the statutes for the Banks of Esthonia and Greece, 
drafted in 1927, Further, in countries where the pre-war legal 
provisions remain, the actual tendency has been strongly against 
active political control. The operation of a similar principle is 
to be discovered in the constitutions prescribed for the central 
banks recently established in certain South American Republics. 
Central banks have more and more come to be looked upon as 
analogous to large public trusts and less and less as iOepartments 
of State." 
I shall speak later of the elaborate safeguards set 

up in the German Reichsbank and the Bank of France 
against the use of central bank credit for" financing the 
German and French Treasuries. In each case the safe
guards were the product of grievous experience. In the 
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case of the German Reichsbank the law goes to great 
lengths to prevent political contro!' The first words in the 
Reichsbank law are the following: "The Reichsbank is"a 
bank independent of Government contro!." It is 100 per 
cent privately owned, and up to the present regime its offi
cers were freely elected by the General Council, subject 
only to confirmation by the President. In Italy, where the 
central bank is also privately owned, the governor and 
senior officers are appointed by the directors subject to ap
proval by the Government, and the directors in turn are 
elected by the shareholders. The directors of the Bank of 
England, which is privately owned, are elected_by the 
shareholders, and the governor and deputy governor are 
nominated from their own number by the directors and 
elected by the shareholders. The directors fix the rate of 
discount, though the governor can do so on his own au
thority if an emergency intervenes between meetings of 
the directors. The Netherlands Bank is privately owned 
and the directors are elected by the shareholders, who also 
propose the name of the governor for appointment by the 
Queen. The Swedish Riksbank, which is an exception to 
the general rule, is government-owned, and six members of 
its board of directors are elected by Parliament and one is 
appointed by the King. In the new Bank of Canada which 
opened for business early this year, and which is privately 
owned, the board of directors is elected by the shareholders, 
and the directors appoint the governor and principal officers 
for terms of seven years, subject to the approval of the 
Government. Short-dated loans may be made to the Gov
ernments of the Dominion and the provinces, but in strictly 
limited amounts and must be repaid by the first quarter of 
the following year. 

The Bill Potentially Despotic. 

These are instances which I have selected more or less 
at random. It is of course impossible to deduce from them 
a uniform rule universally followed, as Mr. Eccles implied. 
There is much variation in the procedure of selecting the 
central banking authorities, in their functions and in the 
restraints which· the law. places on the exercise of those 
functions. But I find nowhere among the central banking 
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organizations abroad so complete political control as the 
present bill provides for. The members of the Federal Re
serve Board are already 100 per cent appointed by the 
President acting solely on his own initiative, subject of 
course to the advice and consent of the Senate. It is to 
this group, three of whom are directly representative of 
the political admirustration, that the bill would grant pow
ers more extensive than are granted to any foreign central 
bank that I know of,-first, the power to force on the Fed
eral Reserve system an indefinite amount of Government 
obligations of any and all maturities whether purchased 
directly from the Treasury or not; second, the power to fix 
rates of discount and interest charged by the Reserve 
banks; third, the power to fix at will what deposits the 
member banks shall keep with the Reserve banks; fourth, 
the power to lower the standards 'fixed in the law describ
ing the quality of paper .the Federal Reserve banks may buy 
or lend upon; fifth, the power to dilute the currency; and 
sixtlr, the power to force the Reserve banks to engage in 
whatever open market operations it may decree. This is 
not liberalizing the Federal Reserve system. It is making 
it over into an instrument of despotic authority. 

In my discussion I shall base most of what I have to 
say on the Senate bill as it stands, but where the bill re
cently passed by the House of Representatives deviates 
from it in important particulars, I shall refer to that bill 
also. 

I. LoCAL SELF-GoVERNMENT IN FEDERAL RESERVE 

ADMINISTRATION. 

Section 201 (a) of the Senate bill provides that the gov· 
ernors of the Federal Reserve banks shall be annually ap
pointed and that after each appointment they shall be ap
proved by the Federal .Reserve Board as a condition to 
their taking or retaining office. The governor becomes 
chairman of the. board of directors, and the joint office of 
Federal Reserve agent and chairman is eliminated. The 
House bill varies this programme somewhat. The gover
nor's first appointment is made subject to the approval of 
the Reserve Board. He serves out the unexpired term of 
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the chairman whom he succeeds, and then must be ap
pointed and approved again. Thereafter he has to be ap
pointed and approved every three years. The effect of the 
House bill for the immediate future is to make the gover
nor's name come up for approval twice in a little more than 
two years. 

Existing Plan Pruvides Balanced Control. 

The change which either bill proposes in the adminis
trative plan of the Federal Reserve system goes much 
deeper than appears on the surface. It raises the whole 
question of how far local self-government in the system is 
to be preserved. One of the outstanding characteristics of 
the Federal Reserve plan as it has operated since the es
tablishment of the system twenty years ago has been the 
balance carefully maintained among all the parties at inter

. est. The system has been operated under the joint control 
of business (including agriculture and industry), the mem
ber banks and the Federal Government. These three parties 
at interest have been equally' represented on the boards 
of directors of the regional banks, having three direc
tors each. Throughout the life of the Reserve banks the men 
sitting on their boards of directors have consistently rep
resented the highest standards of their respective districts. 
They have elected the governors and the other officers and 
have been responsible for the administration of the Reserve 
banks. The operations and personnel of the Reserve banks 
have been notably free from political influence or group 
domination, and the quality of their operation has com
pared favorably with the best business practice. 

In addition to its representation on the boards of the 
Federal Reserve banks, the Federal Government already 
has complete control over the personnel of the Federal Re
serve Board in Washington, designed primarily as the co
ordinating agency for the system and the general super
visory authority. 

The effect of this arrangement has been to preserve 
local self-government and at the same time provide for the 
exercise of Federal authority both in the central coordi
nating agency and in the Reserve banks themselves. 
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President WilSOK aK Advocate of the Balanced PlaK. 

President Wilson recognized that a correct balance be
tween local self-government and central authority was one 
of the outstanding features of the Federal Reserve system. 
The Governor of the Federal Reserve Board, testifying be
fore this Committee the other day, was quoted as putting 
Mr. Wilson's views in a somewhat different light. Mr. 
Eccles read the following sentence from President Wilson's 
message to Congress on June 23, 1913: 

"And the control of the system of banking and of issue 
which our new laws are to set up must be public, not private; 
must be vested in the Government itself, so that the banks may 
be the instruments, not the masters, of business and of individual 
enterprise and initiative." 

It seems to me, after reading that message that Mr. 
Eccles was a little too selective.' 1 find at least two other 
,parts of it that bear on the point. The first is this: 

"Itis absolutely imperative that we should give the business 
• inen of this country a banking and currency system by means 
of which they can make use of the freedom of enterprise and 
of individual initiative which we are about to bestow upon them." 

There is no reference here to a centralized authority 
which would be charged with a mandate to regulate eco
nomic life as a whole. Emphasis is placed upon freedom 
of enterprise and individual initiative. And my next quo
tation makes it clear that in President Wilson's view it was 
imperative that the monetary resources of the country must 
not ,be concentrated anywhere in a few hands: 

"The principles upon which we should act are also clear. 
The country has sought and seen its path in this matter within 
the last few years-sees it more clearly now than it ever saw it 
before-much more clearly than when the last legislative pro
posals on the subject were made. We must have a currency, not 
rigid as now, but readily, elastically responsive to sound credit, 
the expanding and contracting credits of every-day transactions, 
the normal ebb and flow of personal and corporate dealings. Our 
banking laws must mobilize reserves; must not permit the con
centration anywhtr. in a fn» hands of the monetary r.sources of 
the country or their use for speculative purposes in such volume 
as to hinder or impede or stand in the way of other more legiti
mate, more fruitful uses." 

All of this, of course, was some six months before the 
original Federal Reserve Act became law. A year or so 
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later he was able to speak in less general terms, for the text 
of the Act was before him and the Federal Reserve banks 
were in process of organization. In a letter written on OC" 
tober 17, 1914, to Representative Oscar W. Underwood, 
then leader of the Democratic majority in the House of 
Representatives, President Wilson gave his ideas of the 
balanced system which a few days later was to begin op
erations. He spoke both of the coordinating Federal au
thority and of the value of local self-government. After 
describing the merits of the elastic currency provided by the 
new system, he went on to say: 

"More than that, the power to direct this system of credits 
is put into the hands of a public board of disinterested officers of 
the Government itself who can make no money out of anything 
they do in connection with it. No group of bankers anywhere 
can get control; no one part of the country can concentrate the 
advantages and conveniences of the system upon itself for its 
own selfish advantage. The board can oblige the banks of one 
region to go to the assistance of the banks of another. The 
whole resources of the country are mobilized to be employed 
where they are most needed. I think we are justified in speaking 
of this as a democracy of credit. Credit is at the disposal of 
every man who can show energy and assets. Each region of the 
country is set to study its own needs and opportunities, and the 
whole country stands by to assist. It is self-government as weU 
as democracy." 
This is no plea for centralized authority. On the con

trary, it is an accurate forecast of how the Federal Re
serve system was to function through the next twenty-odd 
years, with fair representation of all the parties at interest 
and arbitrary powers for none. What Mr. Wilson said ap
plies to the Federal Reserve Act as the Act stands today. 
It does not apply to the changes proposed in the bills. They 
violate in the essential particulars of local self-government 
and a balanced system the principles which Mr. Wilson set 
forth. 

Rupture of the Balanced Plan. 
Though Section 201(a) makes few alterations in the 

form of the Federal Reserve administrative plan, it goes 
far to change its substance. The abolition of the joint office 
of Federal Reserve agent and chairman involves no ques
tion of principle and may serve somewhat to simplify or
ganization. But the provision that the governor shaII be 
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elected frequently and must be approved as frequently by 
the Federal Reserve Board before he can take office raises 
the whole question of local self-government in the system. 
The effect of the change is to make the governor of every 
Federal Reserve bank, heretofore the appointee solely of a 
local Reserve bank's board of directors, inescapably respon
sive to the Federal Reserve Board in Washington. 

But the result goes even further and would make the 
administration of the twelve Federal Reserve banks di
rectly subordinate to the central authority of the Federal 
Reserve Board. Since the bill makes the officers and em
ployees of the Reserve banks directly responsible to the 
governors instead of to the directors of the Reserve banks, 
and the governors in turn are made subject to frequent ap
proval by the Federal Reserve Board, the chain of control 
is complete. If the impartial operation of the Reserve sys
tern is to be maintained, "and if the personnel of the Reserve 
banks is to be kept clear of politics, the independence of the 
governors must be preserved and they must not be con
trolled by anybody or any group other than their own 
boards of directors who themselves are representative of 
business (including agriculture and industry), the member 
banks and the Federal Government. 

The existing law (Section 4 of the Federal Reserve 
Act) provides that "every Federal Reserve bank shall be 
conducted under the supervision and control of a board of 
directors" and that the latter "shall perform the duties usu
ally appertaining to the office of directors of banking asso
ciations and all such duties as are prescribed by law." The 
high technical standard of work done by the personnel of 
the Federal Reserve banks testifies sufficiently to the suc
cess of this arrangement. I believe it to be a backward 
step to diminish the authority of these men and to relieve 
them of responsibilities which they have fully lived up to. 

The bill in other sections which I shall presently discuss 
adds greatly to the powers to be exercised by the Federal 
Reserve Board and diminishes certain of the powers here
tofore exercised by the directors of the Reserve banks. At 
the same time it gives the governors of the Reserve banks, 
or certain of them, at least advisory participation in the 
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formulation of policies which the Reserve banks would be 
obliged to carry out irrespective of any opinion which the 
directors may have with regard to them. '. If the governors 
are independent, they will bring to their work supplemen
tary judgment adequately reflecting the opinion of .. the 
local directors, and thereby afford the country additional 
protection against the adoption and enforcement of hasty 
or experimental policies. 

It should be added that the Reserve Board's authority 
seems already sufficient to deal with misconduct in office, 
for it has the power under Section 11 of the present Act 
to suspend or remove any officer of a Reserve bank upon 
stating the cause in writing. 

Recommendations on Section 201 (a). 
I accordingly recommend that Section 201 (a) of the 

bill be changed so that the election of a governor of a Fed
eral Reserve bank be made subject to the approval of the 
Federal Reserve Board only once and that no re-approval 
be required. Corresponding changes should be made in the 
bill with respect to the vice-governors of Federal Reserve 
banks. 

I also recommend that the date when the other proposed 
changes shall become effective, including the abolition of 
the joint office of Federal Reserve agent and chairman, be 
not "ninety days after the enactment of the Act," as the 
bill provides, but as of the first of the next calendar year. 
This will make the change to the new plan coincide with the 
expiration of the terms of office of three directors in each 
Federal Reserve bank, thereby minimizing the disruption 
of the existing organization. 

II. THE FEDERAL REsERVE BOARD. 

Section 203 of the Senate bill and the same section of 
the House bill deal specifically with the Federal Reserve 
Board. Each leaves the total membership of eight as pro
vided in the present law. Each changes the description of 
the qualifications which the President shall have in mind 
in selecting the six appointive members. The Senate bill 
(but not the House bill) raises the compensation of the 
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members of the Board, and provides for pay after retire
ment. Each makes the designation of the Governor term
inable upon order by the President, but under the House 
bill a Governor whose designation is withdrawn can con
tinue on as a member of the Board until his term expires. 

I understand ,that one of the reasons advanced for the 
foregoing amendments provided for in the Senate bill is to 
establish firmly the prestige of the Federal Reserve Board. 
I heartily endorse that purpose, for I believe that the mem
bers of the Board should hold a position among bankers 
corresponding to that of the justices of the Supreme Court 
among lawyers. 

In setting forth the qualifications which the President 
shall have in mind in selecting persons for membership on 
the Federal Reserve Board, the existing law says that "the 
President shall have due regard to a fair representation of 
the financial, agricultural, industrial and commercial inter
ests,.and geographical divisions of the country." The bill 
omits this clause and in substitution therefor it prescribes 
that "the President shall choose persons well qualified by 
education or experience, or both, to participate in the form
ulation of national economic and monetary policies." 

. It may be true that the present law stresses too much 
the strictly representative principle in the selection of mem
bers of the Federal Reserve Board. Since the Board is a 
national body, its members should frame their policies for 
the benefit of the nation as a whole rather than for the 
advantage of any particular section or group. Yet this 
change in the text of the Act cannot be appraised inde
pendently of other sections in the bill. Accordingly, I shall 
reserve my comments upon it until a later point in my dis
cussion when I hope to draw together the various provi
sions granting new powers to the Federal Reserve Board. 
I shall then be able to consider this clause in the light of 
the bill as a whole. 

For the moment I suggest merely that the experience 
qualification be made somewhat more explicit since the 
business of the Federal Reserve Board relates in large part 
to technical banking matters. It seems entirely in order that 
some members of the Board should have had practical ex-
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perience in the administration of Federal Reserve banks 
or of member banks. If the Board has among its members 
at least two men who are familiar in a practical way with 
the problems with which the Board is daily confronted, 
much time will be saved and its efficiency will be conserved. 

"A Supreme Court of Banking." 

I now come to a phase of the existing law which I 
think is open to question and which each of the present 
bills continues. If either bill is to achieve the purpose of 
making the Federal Reserve Board a body of the highest 
prestige, corresponding to the Supreme Court, its inde
pendence from political control must be assured. The six 
appointive members, as the law now stands, are in fact 
removable at the pleasure of the President. Until two years 
ago the law provided that they should serve for fixed terms 
"unless sooner removed for cause by the President." This 
provision was eliminated by the Banking Act of 1933. 

I believe it is vital that the bill should provide that 
members of the Federal Reserve Board should serve 
for fixed terms and should be removable only for cause 
and after notice and hearing. 

I realize that the case of Myers v. United States, 272 
U. S. 52, decided by the Supreme Court of the United 
States in 1926, raises serious questions as to whether 
the Constitution permits Congress to place any limit 
upon the power of the President to remove from office 
any officer appointed with the advice and consent of 
the Senate, and unless that case is distinguished by the 
Supreme Court of the United States from the Hum
phrey case, now pending before that Court, the Court 
in effect may hold that Congress has no constitutional 
right to place any limitation upon the power of the 
President to remove any member of the Federal Re
serve Board at any time and for any reason he sees fit. 
H the Court should so decide, the possibility of remov
ing political pressure from the members of the Federal 
Reserve Board would be terminated. This, it seems to 
me, constitutes a very serious reason why action upon 
this bill should be postponed until after the decision 

14 



of the Supreme Court in the Humphrey case has been 
rendered. 

A Smaller Federal Reserve Board Desirable. 

Under both the Senate and House bills the Federal 
Reserve Board is continued as a body of eight mem
bers, including the Secretary of the Treasury and the 
Comptroller of the Currency as ex-officio members. 
They fix more closely than heretofore the responsibility 
of the Governor to the executive. In consequence, three 
members of the Board become directly representative 
of whatever administration is in power. I do not ques
tion the principle that the fiscal policy of the Federal 
Government should be closely coordinated with the 
broader policy of the Federal Reserve system. Unless 
the Treasury and the Reserve system work in harmony, 
each is able to counteract or perhaps even nullify the 
policy of the other. I think, however, that this unity of 
policy can- be adequately assured through the person of 
the Governor of the Reserve Board. I would even go 
so far as to suggest that his term might be made to 
coincide with that of the administration under which 
he was appointed. In making that suggestion I merely 
recognize a tendency which has become more and more 
marked in the system even under the present law. 

Since a governor so appointed is able adequately to 
represent prevailing Treasury and administration pol
icies, the reason disappears for retaining the Secretary 
of tlie Treasury and the Comptroller of the Currency 
as members of the Federal Reserve Board. The Re
serve Board would become less subject to political pres
sure and less disposed to use its powers for financing 
budget deficits if these two ex-officio memberships are 
terminated. If the powers of the Federal Reserve 
Board are to be in any wise enlarged, the need for elim
inating these memberships becomes correspondingly 
more important. -

I propose also that the total membership of the Fed
eral Reserve Board should be reduced to five. There is 
at present an even number of members and on certain 
critical occasions the vote of the Board has been evenly 
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divided, resulting in inaction and indecision. Accord
ingly, in addition to eliminating the Secretary of the 
Treasury and the Comptroller of the Currency, one of. 
the appointive membership should be allowed to lapse, 
thereby bringing the total down to five. 

Recommendations on Section 203. 

My explicit recommendations are the following: 

(a) Section 203 (1) should be amended so that at 
least two of the appointive members of the Federal Re
serve Board shall be selected from persons of tested 
experience as executives either of Federal Reserve 
banks or of member banks. 

(b) Section 203 (2) should be amended so that any 
member of the Federal Reserve Board, regardless of 
age, whose term expires after a service of at least five 
years and who is not reappointed, would be entitled to 
a pension on the same basis as if he had reached the re
tirement age; that is, an annual pension of $1,000 for 
each year of service up to twelve. The provisions for in
creased compensation, eliminated in the House bill, should 
also be restored. 

(c) Section 10 of the existing Act should be 
amended by providing that the members of the Federal • 
Reserve Board shall be removable, prior to the expira
tion of their respective terms, only for cause and after 
notice and hearing. 

(d) The total membership of the Federal Reserve 
Board should be reduced from eight to five, by eliminat
ing the designation of the Secretary of the Treasury 
and the Comptroller of the Currency as ex-officio mem
bers, and by reducing the appointive members from six 
to five. With the Board thus reduced, Section 203 (3) 
might be amended so as to make the Governor's term 
identical with that of the administration under which 
he was appointed; but he should not be removable 
except for cause, as in the case of other appointive mem
bers of the Board. 
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III. THE FEDERAL OPEN MARKET CoMMITTEE.. 

Section 205 of the Senate bill provides for the crea
tion of a committee of five members, serving for a cal
endar year, to be composed of the Governor of the Fed
eral Reserve Board, who shall be chairman, two mem
bers of the Board whom the Board itself shall select, 
and two governors of Federal Reserve banks selected 
by the governors of all Federal Reserve banks. This 
committee is to have the power to frame open market 
policies which the Federal Reserve banks will have no 
choice but to put into effect. It is also to have the duty 
of making recommendations to the Federal Reserve 
Board regarding the discount rates of the Federal Re
serve banks. 

The House bill varies this arrangement in impor
tant particulars. The Federal Open Market Committee 
as such disappears and in place of it an Open Market 

. Advisory Committee is created, consisting of five "rep
resentatives" of the Federal Reserve banks, selected 
annually by the governors of the twelve Reserve banks. 
The committee thus created is to have no authority 
whatever, beyond that of making recommendations 
which the Federal Reserve Board can take or not as it 
chooses. The Board, on the contrary, can impose its 
will on the Reserve banks, though it must consult the 
Advisory Committee before it makes any changes on 
its own initiative-I quote the language of the bill
"in the open market policy, in the rates of ivtorest or 
discount to be charged by the Federal Reserve banks, 
or in the reserve balances required to be maintained by 
member banks." 

Proposed Concentration of Power. 

The existing open market procedure is the out
growth of experience. For several years prior to 1933 
there was an open market committee upon which the 
various Reserv.e banks, or such of them as desired to 
participate, were represented. It was the group through 
whom Reserve bank purchases of bankers' acceptances 
and Government obligations were organized and dis-
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tributed. The existence of the committee was recog
nized in the Banking Act of 1933 and it was made a 
formal body. Each of the twelve Reserve banks by vote 
of its board of directors selected a member. There 
was no Reserve Board representation on the committee, 
though the members of the Board were authorized to 
attend the meetings if they desired. The Federal Re
serve Board retained the power to issue regulations con
cerning open market transactions and could approve 
or disapprove of policies initiated. But the directors 
of any local Federal Reserve bank could in their dis
cretion decide not to participate in open market opera
tions. 

The change now proposed is complete. Whereas 
under the existing law the Reserve banks themselves 
have the power to initiate open market operations sub
ject to approval of the Federal Reserve Board, the Sen
ate bill would give them no authority over them save 
for the presence on the committee of a two-to-three 
minority in the persons of two Reserve bank governors 
who in turn must depend upon the Board for their con
tinuance in office beyond a year. Under the House bill 
this remnant of authority is further reduced, and the 
Reserve banks are left in the position of advisers only. 
Further, under the existing law any Reserve bank can 
decline to engage in open market operations, whereas 
under either bill they would have p.o choice but to fol
low th,e instructions of the central authority. The 
effect is to concentrate in a majority of the committee, 
or in a majority of the Federal Reserve Board, as the 
ease may be, the right to dictate to the Federal Reserve 
banks when they shall buy or sell acceptances or Gov
ernment obligations and in what amounts, with no dis
cretion whatever remaining to them or to their boards 
of directors, Exclusive authority thus passes into the 
hands of men dependent for their positions upon what
ever political administration is in power, and three of 
whom are directly representative of it. I refer, of 
course, to the Governor of the Federal Reserve Board 
himself, the Secretary of the Treasury and the Comp
troller of the Currency. 
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The function of open market operations in the Re
serve system has been much distorted recently in theo
retical discussions which appear to have received a cer
tain amount of official credence. In some respects their 
influence has been magnified far beyond what is war
ranted by actual experience. In other respects their 
influence has been minimized or overlooked entirely. 
I refer here to the vast consequences which may fol
low from the purchase of Government obligations by 
the Reserve banks directly from the Treasury, a type 
of transaction which falls within the meaning of "open 
market operations" as commonly understood in the Re
serve system. 

Open Market Operations .and Credit Control. 

In a published defense of the bill, Governor Eccles 
made an issue of the fact that open market operations 
are an instrument of Federal Reserve policy. He said: 

"By these operations reserves may be given to or taken away 
from member banks; and it is on these reserves that deposits 
are based. It is not too much to say that the power to control 
open market operations is the power to control the expansion and 
contraction of bank credit, and thus in large measure to control 
the country's supply of money." 

It is, of course, true that the power to buy and sell 
Government obligations and acceptances in the mar
ket often furnishes a useful instrument of Federal Re
serve policy, but I do not find that in practical opera
tions actually put through in the last five years it has 
given control of bank credit. The most that can be said 
is that open market operations may influence but not 
necessarily control bank credit. Whether they do or 
not and to what extent depend upon conditions as they 
prevail at the time the operations are put through. Fa.( 
from controlling bank credit, there are recent instances 
which go to show that open market operations have 
resulted in the Reserve banks losing the control they 
previously had possessed over bank credit. Moreover, 
under conditions as they exist at present, operations 
conducted in the open market would have very little 
effect if designed to expand credit; they could have 
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lbstantial effect only on the downward side-that is, 
) reduce the volume of credit and raise interest rates. 

In order to illustrate from actual experience, I think 
would be of interest to refer to operations which the 

.eserve system has conducted in the last five or six 
ears under the authority it has had and now possesses. 

Between October, 1929, for instance, and March, 
~30, the Reserve bank holdings of Government obli
ations rose about $400,000,000 to a total of about 
540,000,000. Simultaneously the member banks re
red debt at the Reserve banks by about $600,000,000. 
'his operation was fairly successful mainly because 
le member banks were in debt at the Reserve banks. 
'he principal effect was to enable the member banks to 
ay off at the Reserve banks and there was relief from 
:rain in the money market which resulted in a tem
Jrary boom in the stock market. 

In March, 1932, the Reserve banks undertook the 
se of open market operations in an ej'fort to combat 
le depression. This was after the passage of the Glass
teagall bill in February of that year which gave the 
.eserve banks temporary authority to offer Govern
lent obligations as security for Federal Reserve notes . 
.t the beginning of the operation the Reserve banks 
eld about $800,000,000 of Government obligations. By 
le end of the year they had increased these holdings 
) upwards of $1,800,000,000. The chief effect was to 
~duce the bill holdings of the Reserve banks to almost 
othing and to bring down the member banks' borrow
IgS to less than $300,000,000 for the entire system. 
bough the operation appears to have been successful 
I checking the decline of bank credit then in progress, 
did not stimulate its growth. 

In May, 1933, a further extension of open market 
perations was undertaken. In the six months up to 
rovember a further $600,000,000 of Government obli
ations were purchased and the total of $2,430,000,000 
'as reached, a level at which they have since remained. 
lember bank borrowings again declined, but the ex-
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pansion of bank credit was slight as compared with the 
facilities afforded. 

In giving the foregoing instances I should make it 
clear that I have left out of account other developments 
of great importance such as the losses and gains in gold, 
the effects of the gold buying policy, and so on, which 
have exerted influences on the member banks' reserves 
similar to those which open market operations tend to 
produce. The point to be observed is that beyond an 
initial and rather gentle influence, open market opera
tions carried on under such conditions as have pre
vailed, have not succeeded in increasing proportionately 
the volume of bank credit. This has been true because 
influences of vast importance, some practical and some 
,Psychological, which have affected the business public 
as a whole, have restrained their effect. 

One of the results of past open market operations 
which we still have with us is the additional reserves 
over and above statutory requirements which the mem
ber banks have on deposit at the Federal Reserve banks. 
In February of this year their reserves were about 
$2,300,000,000 above requirements, quite the largest 
excess on record. The excess is now around $2,200,-
000,000. I do not mean to imply that this vast excess 
is due only to open market operations; an even more 
important factor in their growth appears to have been 
the inflow of gold during the past year. But the point 
I want to emphasize is that this margin is surely enough 
for the stimulation of credit, if credit is to be stimulated 
that way. It is hard to see how the excess reserves, 
if further increased by open market operations, would 
have any substantial influence upon the growth of bank
big credit. 

I can well imagine, however, that results would fol
low from an operation if now conducted in the reverse 
direction, that is, if the Federal Reserve banks should 
sen to the market any considerable part of their hold
ings of Government obligations. Such actioR would, 
of course, draw down the member banks' excess re
serves and tend to raise interest rates. Of eoune, any 
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;uch operation seems out of the question at this time, 
n view of the present financial policies of the Govern
nent. 

I deduce from the foregoing that the possibility of 
:ffective use of large scale open market operations on 
he side of purchases of securities lies more or less re
not ely in the future, and that the probability of such 
)perations being undertaken on the side of sales of se
:urities is extremely remote. 

Open Market Operations and Budgetary Deficits. 

I now come to a feature of the bill which must 
:ause any thoughtful person great concern, though I 
lave seen no reference to it in any official discussions 
)f the bill. As I have already indicated, the proposed 
lowers are broad enough to permit the central authori
ies-whether the Federal Reserve Board under the 
'louse bill or the Federal Open Market Committee un
ler the Senate bill-to compel the Federal Reserve 
)anks to purchase Government obligations directly 
rom the Treasury. When I speak of such transac
ions, I should make it clear that I am not referring 
lere to the short-term advances or temporary over
Irafts such as the Reserve banks commonly grant to the 
lreasury over maturity and tax dates. I am referring 
o the use of the Reserve banks as a means for financing 
he Treasury. 

The machinery thus provided in the bill corresponds 
:losely with the machinery which was utilized at the 
ime of the German inflation and the French inflation 
vith most serious consequences to business life and 
he welfare of the people. In each case the central bank 
lought bills directly from the Treasury, thereby pro
'iding funds as and when desired. In each case, also, 
he Treasury acted, as it no doubt supposed at the time, 
,ccording to the highest sense of duty. The heads of 
he central banks concerned felt that they had no choice 
mt to comply. Similar motives with even more effi
:ient machinery such as that now proposed can pro
luce similar results. 
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Abuse of Central Bank Credit in Germany.-
I think it worth while to read at this point a paragraph 

from the book of Professor James W. Angell of Colum
bia, who went to Germany after stabilization and wrote a 
work entitled "The Recovery of Germany," published by 
the Yale University Press for the Council on Foreign Re
lations. It is one of many similar paragraphs obtainable 
from a multitude of sources. Professor Angell says on 
page 29: 

.. • . • The fundamental difficulty was the state of the Reich 
finances. In the five years from 1919 to 1923 the Government's 
receipts, measured in gold values, never came anywhere near 
to equalling its expenditures, and for the period as a whole aver
aged only about 25 per cent of them. This state of chronic 
deficit was again due to the waves of exchange depreciation and 
the consequent further increases in prices. However adequate a 
given tax measure might have seemed at the time it was passed, 
weeks or months necessarily elapsed before the receipts began 
to come in; and in the meantime a further depreciation of the 
exchanges had usually' pushed prices and wages stil1 higher, and 
.with them most of the Government's expenditures. A deficit of 
course resulted. To meet it the Government had to resort to 
further borrowing which led to the printing of more notes and 
the vicious circle of inflation was thus renewed. Moreover, 
despite the unceasing growth in the note issue, the rise in prices 
was even more rapid, and the gold value of the total currency 
circulation fell to absurdly low figures-at one time to less than 
1 per cent of the pre-war level. An acute currency shortage 
resulted, and to keep the country's economic life going at all 
still more notes had to be printed. It should be observed, how
ever, that the Government did not itself print notes, except for 
the negligible volume of the Reichskassenscheine. After the end 
01 the war the deficits in the budget were met chiefly by floating 
short-term treasury loans of various sorts. Of these an increas
ingly /arge pro~(Wlion were discounted at the R.ichsbank in 
exchange for Reichsbank notos, and this produced the principal 
increases in the currency circulation." 
I think this paragraph of Professor Angell's illustrates 

pretty clearly how convenient and how fatal it is to finance 
Treasury deficits with central bank credit. 

Restrictions Under New German Bank Law. 
When the German inflation was finally stopped, the 

gold mark was worth a million million paper marks. In 
order to prevent a repetition, the Germans in their new 
bank law proceeded to block up the channels between the 
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Treasury and the central bank. The new Reichsbank law 
was passed as part of the Dawes Plan of 1924 which was 
drawn up, as the Committee will remember, with American . 
advice and assistance. Effective steps were taken to divorce 
the bank and its officials from the control of the political 
authorities and severe limitations upon lending to the 
Treasury were written into it. The latter were for the pro
tection of the entire population against devastating infla
tion, and have had unvarying popular support from that 
time to the present because the people as a whole have 
learned from experience what disaster inflation inescapably 
causes. Under the law of 1924, purchases of Treasury 
bills and the amount loaned upon them could not together 
exceed a total of 400,000,000 reichsmarks (then about 
$100,000,000). Latterly the Reichsbank has obtained au
thority similar to that which the Reserve banks now have 
to buy bonds of the Reich in the market but, as the law ex
plicitly states, "for the purpose of regulating the money 
market." Otherwise it can not buy Government obligations 
beyond tP.e limits originally set. 

The French Experience. 
The lesson to be learned from the French handling of 

their post-inflation legislation is similar. When the French 
stabilized in 1928, they, like the Germans, were careful to 
avoid a repetition of the conditions which led up to the 
inflation and tapped off about 80 per cent of the gold value 
of their currency. The Bank of France makes no advances 
to the Government over the amount of a fixed loan of 
3,200,000,000 francs which it agreed to hold at the time of 
stabilization and has held ever since. The law gives it no 
authority to engage even in open market operations except 
as regards the so-called Caisse bills (bills of the Caisse 
d'Amortissement) issued to it in 1928 in return for certain 
bonds of the Republic held at the time of stabilization. The 
Bank can sell these Caisse bills to the market and buy them 
back again. Because of the failure of the law to provide 
for open market operations of the usual sort, the Bank of 
France declined some months ago to buy short Treasury 
bills from the market as proposed by the present Premier, 
M. F1andin, and the Governor of the Bank was dismissed 
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on that issue .. Under the agreement subsequently effected 
with the General Council of the Bank and the new Gov
ernor, the Bank of France is now prepared to grant ad
vances, not directly to the Government but to the banks on 
the security of Treasury bills. These advances can run for 
only thirty days and are restricted in amount to not more 
than 80 per cent of the nominal value of the Treasury bills 
pledged. Even with this liberalized procedure the Bank of 
France still makes no advances directly to the French 
Treasury. 

I would repeat the point: Both France and Ger
many suffered ruinously from inflation and when they 
revised their banking laws they undertook to prevent a 
repetition. The changes made recently in their respective 
central banking procedures are very moderate and in 
neither case grant anything that the Federal Reserve banks 
have not had for years. Law and practice still prevent the 
very things which Title II of the present bill freely pro
vides for. Indeed, Title II goes even further and makes 
such transactions compulsory if a majority of the Federal 
Open Market Commjttee, or as the case may be, the Fed
eral Reserve Board, so decides. 

The use for any length of time of central bank credit to 
finance the public Treasury has never succeeded. It has 
always failed with most serious consequences to the popu
lation as a whole; and those who have suffered most are 
the laboring and middle classes. I see no reason, granted 
sound Treasury policy, why any such facilities as I have 
been discussing should be even temporarily useful in the 
United States. There is therefore no occasion to grant an 
unlimited authority which can only have an unsettling effect 
upon the public and business mind because of the dangers 
inherent in its use. 

Extension of Reserve Board Power Over Rate Changes. 
So much for open market operations as such. I now 

want to refer to a matter which is set forth clearly in the 
House bill and is implicit in the Senate bill. This is the 
power granted to the Federal Reserve Board to make 
changes on its own initiative in the rates of interest or 
discount to be charged by the Federal Reserve banks. 
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The Federal Reserve Act now provides in Section 13 
hat rates of interest charged on advances to member banks, 
.nd in Section 14 that rates of discount on paper purchased 
11 the market, shall be established by the Federal Reserve 
,anks "subject to the review and determination of the Fed
ral Reserve Board." The establishment of interest and 
.iscount rates by the Federal Reserve banks has been one 
·f the most responsible functions of their respective boards 
f directors. Obviously, the exercise of this power ordi
.arily involves directly and inescapably the relations of 
ach Federal Reserve bank with the banks in its own dis
rict, and is therefore an important element in the whole 
;sue of local self-government. 

Throughout the history of the Reserve system, with 
nly two or three exceptions, the regional boards of direc
)rs have acted first in mak.ing rate changes, and the Fed
ral Reserve Board second. This sequence seems a rational 
Jmpliance with the terms of the Act, since the Reserve 
anks are charged with "establishing" the rate, "subject to 
Ie review and determination of the Federal Reserve 
:oard." I realize that the Federal Reserve Board itself has 
ot always shared this view, and in one notable case at 
:ast has fixed a rate against the opposition of a Federal 
~eserve bank's board of directors. The House bill clearly, 
Ild the Senate bill implicitly, now seek to resolve this ques
on of initiative in favor of the Federal Reserve Board. 

To the outside observer this seems a strange solution, 
)r on the whole the record of the Reserve banks has been 
etter in the matter of rate changes than the record of the 
'ederal Reserve Board. I refer especially to the long dif
:rence of opinion between certain of the Reserve banks 
Ild the Federal Reserve Board over the proposed increase 
E discount rates in the first half of 1929 as a means for 
lrbing the rising tide of stock market speculation. The 
Lte at the New York Reserve bank remained unchanged 
'om July 13, 1928, until August 9, 1929, notwithstanding 
Ie vast speculation then in progress. From the beginning 
E 1929 onward, the directors of the New York Reserve 
ink, as well, I believe, as the directors of certain other 
.eserve banks, voted consistently to raise their rates, and 
; consistently the Federal Reserve Board failed to deter
line them. 
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This long postponement had immeasurable consequences 
both on the height of the speculative tide and the extent of 
the collapse, and has come to be regarded as quite the most 
conspicuous failure of the Federal Reserve system since its 
inception. 

The implications of the present law that the directors 
of the regional banks should have the power to initiate rate 
changes seem indisputably correct. These are men who 
represent all the parties at interest, including that of the 
Federal Government; they have consistently represented 
the highest standards of their respective communities, and 
they are close to practical affairs. 

The proposed change in the law looks precisely in the 
wrong direction. The House bill goes even so far, I think, 
as to make the establishment of the rate by the Reserve 
banks a ministerial act only and teaves this whole delicate 
and gravely responsible matter exclusively in the hands of 

. the Federal Reserve Board, all the members of which de-· 
pend <for their positions upon whatever political administra
tion is in power. 

Recommendations on Section 205. 

In summary of my discussion of Section 205 of both 
bills: The Federal Open Market Committee as recognized 
in the present law is able to serve all the practicable pur
poses advanced for the changes proposed in the new bill. 
The changes, on the other hand, introduce new factors of 
uncertainty, perhaps of danger. They take powers away 
from the Reserve banks and confer them upon the Federal 
Reserve Board, creating a concentration of financial 
authority hitherto unknown in this country and rarely 
equalled anywhere else. In order to promote the coordina
tion of the system without incurring new and unnecessary 
hazards, I recommend that the amendments be re-written 
taking account of the following points: 

(a) That the Federal Open Market Committee be com
posed of nine members, five comprising the entire member
ship of the Federal Reserve Board reconstituted as pro
posed above, and four being governors of Federal Reserve 
banks, whose independence shall have been protected in the 
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nner already recommended, and who shall be freely 
:ted to the committee by the governors of all Federal Re
ve banks. 
(b) That it be plainly recognized that the directors of 
regional Reserve banks possess the initiative to estab

I rates on Federal Reserve bank advances and discounts, 
Iject to the approval without time limitation of the Fed
I Reserve Board; but that if in the opinion of the Fed
I Open Market Committee, constituted as above, a rate 
nge is desirable in the general interest, a new rate can 
imposed by a two-thirds vote of the Committee. 
( c) That the direct purchase of Government obligations 
m the Treasury or any Government agency be specifi
y declared not to be open market operations within the 
ming of the Act. 

BROADENED ELIGIBILITY REGULATIONS FOR FEDERAL 

RESEII.VE BANK LoANS AND INVESTMENTS. 

Two sections of each bill affect more or less broadly the 
ets which Federal Reserve banks are empowered to ac
re. The first is Section 206 which says that "subject to 
h regulation as to maturities and other matters as the 
leral Reserve Board may prescribe" the Reserve banks 
y discount any commercial, agricultural or industrial 
er for the member banks upon their endorsement. It 
) says that the Reserve banks may make advances to the 
nber banks on their "promissory notes secured by any 
nd assets" they may desire to pledge. The bill is not 
te clear in stating whether the Reserve Board is author
I to make regulations on the latter category of loans as 
~Iy as on the first category, but I presume that the in
t is to give the Board corresponding regulatory powers 
loth cases, including the power to determine what con
utes sound collateral. 

This section replaces in somewhat broader terms the 
hority conferred as an emergency measure under Sec
t 1O(b) of the present Act, which lapsed on March 10, 
,5. The exercise of such authority, as a matter of fact, 
la its justified use only in times of emergency. The Fed-
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eral Reserve Board should not have as part of ~itS day-to
day procedure the power to broaden at will the carefully 
written specifications given in Sections 13 and 13 (b) of the 
present Act where the intent of Congress is expressed con
cerning the loans which the Federal Reserve hanks may 
make to member banks. 

A Power for Emergencies Not-for Ordinary Use. 

The point can be made clear in a practical way. Let us 
suppose that this Section is already law and the Federal 
Reserve Board adopts a regulation tomorrow broadening 
in some substantial way the character of paper which a 
member bank may pledge at the Federal Reserve bank. 
Will a well-conducted hank immediately start making loans 
of sorts that fall within the new classification? The Fed
eral Reserve Board has the power not only to make the 
regulation but to cancel it, and if cancelled the banker who 
has made loans in reliance upon it is left with paper which 
he cim not make use of at the Federal Reserve bank. Is it 
not common sense for a banker to shape his· course ac
cording to what Congress has written into Sections 13 and 
13(b) and not rely upon regulations subject to change 
without notice? 

But there is another point involved. The re-discount
ing facility, however broad the Federal Reserve Board 
may make it by regulation, is only partial insurance against 
loss. And the ability to pledge "any sound asset" does not 
mean that the value of that asset cannot decline. I seriously 
doubt the expediency of throwing out to member banks 
generally the hope implied in the bill that any sound assets 
may perhaps be acceptable or become acceptable at a Fed
eral Reserve bank in any and all circumstances. In an 
emergency some such provision as this might be very useful 
but I seriously question the wisdom of making it open to 
use at any time and under all conditions. 

There is also a third question involved. If in ordinary 
times the Reserve banks accumulate portfolios of slow or 
doubtful items, the capacity of the Reserve system to re
spond adequately to emergency conditions will be impaired. 
And, still more broadly, it should not be forgotten that this 
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amendment is proposed as a new paragraph in Section 13 
)f the Federal Reserve Act and for that reason any obH
g-ations acquired under it become immediately eligible as 
security for Federal Reserve notes. This is true whether' 
Section 16 of the present Act, which describes the security 
behind Federal Reserve notes, is altered in the way this 
bill proposes or not. 

In order to retain the usefulness of the provision in an 
~mergency in the sense corresponding with that contem
plated in Section lOCb) and at the same time to prevent its 
being abused for the sake of profit, I suggest that member 
banks' borrowings under Section 206 be made subject to 
1 penalty rate. This will afford necessary protection in a 
?ractical way. 

The second of the two sections broadening the credit 
Jowers of the Reserve banks is Section 207. The effect of 
:his Section, as I see it, is merely to permit the Reserve 
Janks to buy longer-dated obligations guaranteed by the 
United States in just the same way as they are now quaH-
5ed to buy and hold the direct obligations of the United 
States. On this clause taken by itself I have nothing to 
mggest, but it should be remembered that under the present 
:eading of the section dealing with the Federal Open Mar
(et Committee it would be possible for the latter to oblige 
:he Reserve banks to buy longer-dated guaranteed obliga
:ions of the Government both in the open market and direct 
from the issuers; and under Section 208, which I shall dis
:uss in a moment, it would be possible for these obligations 
:0 be used as collateral for Federal Reserve notes. 

Recommendations on Section 206. 

I confine my recommendation with respect to the pro-
losals for broadening the eligibility regulations to Section .> 

!O6. I suggest that it be amended so that paper discounted 
lr loans made under its authority shall be subject to a rate 
lot less than 1 per cent higher than the highest discount 
'ate then in effect at the Federal Reserve bank concerned, 
md that no such paper shall be discounted or loans made 
mder that authority until after all other eligible assets of 
he applicant bank shall have been exhausted. 
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v. REsERVE AND OTHER SECURITY FOR FEDERAL RESERVE 

NOTES AND DEPOSITS. 

Section 208 of both the Senate and House bills strikes 
out the first ten paragraph!l of Section 16 of the Federal 
Reserve Act and substitutes in place of them four new para
graphs. The principal effect of the changes, aside from the 
alterations in procedure required by the elimination of the 
joint office of Federal Reserve agent and chairman, has to 
do with the security behind Federal Reserve notes. These 
changes introduce a totally new theory into the Federal 
Reserve Act, since they abandon the idea of specific cover 
for notes and replace it with the idea of a general and 
undefined claim against assets. 

The present law (Paragraph' 2, Section 16) provides 
that the Federal Reserve banks shall tender to the Federal 
Reserve agent specific collateral in an amount equal to the 
sum' of the Federal Reserve notes applied for. The collat
eral thus pledged shall be "notes, drafts, bills of exchange 
or acceptances acquired under the provisions of Section 13 
of this Act" (the section relating to member banks' dis
counts and advances) or bills of exchange and acceptances 
purchased in the market, or gold certificates. The present 
law also authorizes the Reserve banks to offer as collateral 
security "direct obligations of the United States," in an 
amount not less than the sum of Federal Reserve notes ap
plied 'for. This authority, which was granted as an emer
gency power to terminate on March 3, 1935, subject to 
further extension up to two years, was in fact extended 
for the full period by proclamation of the President on 
February 14, 1935. Pending further discussion of the use 
of Government obligations owned by the Reserve banks as 
collateral for their note issue, the point I want to emphasize 
here is that the present law provides not only that the cir
culation shall be 100 per cent covered, but that the special 
quality of the cover is defined and restricted. 

The new bill wipes out all of these prescriptions. It 
provides simply that Federal Reserve notes shall be "se-
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cured by a first and paramount lien on all of the assets" 
of the respective Reserve banks. Further, the bill does 
away. with the existing redemption provisions and· 
would appear to permit one Federal Reserve bank to 
payout another Federal Reserve bank's notes. Instead, 
it grants to the Federal Reserve Board the power to 
prescribe rules and regulations under which Federal 
Reserve notes shall be issued and retired, a clause which 
in itself is so broad and in terms so vague that the Fed
eral Reserve Board, acting within its authority, might 
assume an arbitrary control over the volume and qual
ity of the preponderant part of the country's currency. 
The issue involved in the proposed change is not 
whether the nominal amount of the security behind 
Federal Reserve notes is sufficient to pay them off, but 
whether the quality of that security is sufficiently de
fined and its volume sufficiently restricted to maintain 
the soundness of the country's currency. These surely 
are not matters which can be left to the discretion of 
a small group endowed with arbitrary powers. 

Need for Protectillg the Note Issue. 

The universal experience of banks of issue in other 
countries and of the Federal Reserve banks up to the 
present time, is that the law must prescribe as precisely 
as possible exactly what assets can be used as cover
or collateral-for the note issue or else make some other 
arrangement to prevent undue expansion or arbitrary 
contraction of the currency. Central banks the world 
over have adopted some or all of three methods as fol
lows: 

1. An exact definition of the quality of assets to be 
pledged against currency-whether gold, com
mercial paper or other self-liquidating assets. 

2. A rigid restriction of the quantity of notes that 
may be issued over and above the notes specifi
cally secured by gold. The fiduciary issue of the 
Bank of England, specifically limited in amo\lllt, 
is an example of this type of restrictiol1. 
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3. Limitations upon the amount of Government ob
ligations owned by a bank of issue which it can 
use as security against notes; or else limiting 
their use to collateral for short-dated promissory 
notes of other borrowers which in turn can be 
used as cover for circulation. 

In addition to the foregoing are the familiar require
ments for metallic reserves or, in a diminishing num
ber of cases, for metallic reserves and foreign exchange. 

It is practically the unbroken record of central bank
ing that where there has been no restraint on the type 
of collateral against which notes can be issued, the cur
rency has become debased. And whether there are re
strictions or not on the kind of business paper that 
can be used as cover, if there are' no limitations on the 
use of Government obligations for that purpose, de
basement is.almost sure to occur as soon as the budget 
gets 'out of balance. I have already indicated in my 
discussion of the section of the bill dealing with the 
Federal Open Market Committee that the power of 
the central bank to buy Government obligations direct
ly from the Treasury and to issue notes against them 
furnished the chief mechanism for the French and Ger
man inflations. The same rule holds true with respect 
to other historic instances of inflation in many parts 
of the world. 

Effects of the Bill on Federal Reserve Notes. 

This bill, nevertheless, sets up the machinery for 
the same thing. The Federal Open Market Committee 
may decree, and the Reserve banks must undertake, the 
purchase of Government obligations in the market or, 
what is still more dangerous, from the Treasury itself. 
The transaction will be settled in Federal Reserve 
credit which will be immediately convertible into notes, 
and the purchased bonds will be their adequate security 
under this law. 

The same sequence holds, of course, for any other 
assets the Federal Reserve banks may acquire under 
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the provisions of the bill. I have already discussed the 
section which permits the Reserve banks to lend to 
member banks on their promissory notes secured by 
"any sound assets." The fantastic extremes to which 
this power could be carried under the" direction of a 
complacent Federal Reserve Board or under a Federal 
Reserve Board riding some theory of desired expansion 
will occur immediately to anyone. As soon as such 
paper becomes part of the assets of the Federal Reserve 
banks, it would provide security for additional issues 
of notes. 

It is true that the requirements of the law calling 
for a minimum gold certificate reserve of 40 per cent 
against Federal Reserve notes appear to set a limit to 
the expansiQn of the circulation. But this limit is very 
remote and would exercise little restraint before vast 
damage had been done. The gold certificates held by 
the Reserve banks plus the surplus gold held by the 
Treasury are now upwards of $8,700,000,000, whereas 
the amount of Federal Reserve notes in circulation is 
about $3,200,000,000. After making due allowance for 
other fluctuating elements, it is clear that the margin 
of currency expansion is very great before the re
straints of the required reserve would be felt. 

And this leaves out of account three very important 
factors affecting the currency: First, the authority of 
the Federal Reserve Board under Section 11 of the pres
ent Act to su·spend reserve requirements subject to pen
alty; second, that under the conditions specified in Sec
tiQn 43 of the Act approved May 12, 1933, the reserve 
requirements may be suspended without penalty; and 
third, the substantial increase in the silver certificate 
circulation already under way. 

Recommendations on Secticm 208. 

In my other recommendations I have proposed safe
guards against the concentration in a few hands of the 
power to precipitate inflation or deflation. Amend
ments to the bill in the manner suggested would not 
only offer protection in those other connections but to 
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the note issue as well. My recommendations with 
respect to Section 208 have been made with those pro
posals in mind and in order also to further the purpose 
of simplifying Federal Reserve internal procedure. 
The earmarking of individual collateral against notes 
has gradually become, I understand, largely a matter 
of form and it· is urged that it be dispensed with on 
the ground that its elimination will do away with an 
unnecessary and cumbersome procedure. My recom
mendations admit of the elimination of that require
ment while still adhering to the principle that the note 
issue be covered 100 per cent with assets satisfying the 
rules of eligibility and furnishing certain other essential 
safeguards. 

I recommend accordingly: 
(a) That the specifications of Section 16 ofthe pres

ent Act with respect to the types of security eligible 
as cover for Federal Reserve notes be retained in the 
law; without, however, the requirement that individual 
collateral be explicitly earmarked. The amount of 
notes must never exceed the amount of the collateral 
eligible and available. 

(b) That the use of Government obligations owned 
by the Federal Reserve banks as security against notes 
shall be subject to a penalty of at least 1 per cent above 
the rate carried by the obligations so used. 

VI. CHANGES IN MEMBER BANK RESERVE 

REQUIREMENTS. 

Section 209 of each biIl gives the Federal Reserve Board 
power to change from time to time the reserve requirements 
of member banks; that is, the proportionate amounts of 
their own deposits which they are obliged to keep on de
posit with the Reserve banks. Under conditions as they 
exist and as they are likely to remain for some time to 
come I can see ,in this proposed power only an instru
ment of deflation. Because of the leverage'which the 
reserve requirements exert on the member banks, as I 
will presently explain, a vigorous application of this 

3S 



authority would prove a very powerful instrument of 
deflation. 

This section is proposed as an amendment to the sixth 
paragraph of Section 19 of the existing Federal Reserve 
Act. In order to point out the differences between the ex
isting law and what is proposed, I shall read the paragraph 
which it is desired to amend: . 

"Notwithstanding the foregoing provisions of this section, 
the Federal Reserve Board, upon the affirmative vote of not less 
than five of its members and with the approval of the President, 
may declare that an emergency exists by reason of credit expan
sion, and may by regulation during such emergency increase or 
decrease from time to time, in its discretion, the reserve balances 
required to be maintained against either demand or time 
deposits." 

The principal points of difference between the existing 
law and the proposed amendment are the following: 

l. The existing law requires the declaration of an emer
gency by the Federal Reserve Board with the approval of 
the President. The new bill requires no declaration either 
by the Board or the President, and makes the adjustment 
of reserve requirements an ordinary function of the Board. 

2. The existing law presumes that credit expansion is 
already under way. The new bill permits the exercise of 
the power as a preventive to forestall either expansion or 
contraction. 

3. While there is some ground for assuming that the 
existing law contemplates nationwide action only, there is 
no doubt on that score in the Senate bill at all. The latter 
would give the Federal Reserve Board specific authority to 
alter the reserve requirements by Federal Reserve districts 
or by banking groups,--i.e., central reserve city banks, re
serve city banks, and country banks; or by banking groups 
within any Federal Reserve district. It also seems to give 
the Board power (though this is probably not intended but 
merely a mistake in drafting) to alter the reserve require
ments of any individual member bank anywhere. The 
House bill modifies this arrangement somewhat by dividing 
;he member banks of the country into two classifications, 
(1) banks in reserve and central reserve cities, and (2) 
:,anks elsewhere. But its language is still so vague as to 
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leave doubts whether or not the Reserve Board could alter 
the reserve requirements of any individual bank. 

In other connections I have referred to the very large 
deposits which the member banks now have with the Fed
eral Reserve banks. Taking the member banks as a whole, 
these deposits ar/! about twice as much as the law requires. 
(The existing requirements for banks in the central re
serve cities are 13 per cent of their net demand deposits, 
for banks in reserve cities 10 per cent and for banks else
where 7 per cent. On time deposits the required reserves 
are 3 per cent for all banks.) The excess of the total de
posits of member banks in the Reserve banks over their 
required reserves is now about $2,200,000,000, the result 
of two principal causes-first, the purchases of Government 
obligations in the open market uJl to the autumn of 1933, 
when they ceased, and second, the great influx of gold 
into this country in the last fifteen months. 

Theoretical Use as a Measure of Control. 

Before I consider what would happen under conditions 
such as these, if the Federal Reserve Board were to make 
use of the authority which it is proposed to give it, I should 
explain the theoretical use of this power as a measure of 
control. Under the requirements as they stand at present, 
the member banks on average have to· keep about one dollar 
with the Reserve banks for every ten dollars of their de
mand deposits. 1£ there are no excess reserves, an increase 
of a dollar in the reserve deposits will support by and 
large an additional ten dollars of member bank demand de
posits. Of course, if any individual bank expanded its 
loans at that rate when its reserve deposit increased, it 
would promptly get into trouble. But taking the banking 
structure as a whole, the rule holds theoretically good. A 
decline in a member bank's reserve deposits works theoret
ically in the reverse direction, and it either has to borrow 
additional reserve or reduce deposits, also at the ratio of 
about ten to one. 

Accordingly, if the reserve requirements are raised or 
lowered, a powerful lever theoretically comes into play 
which has the effect either of inducing a member bank to 
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lend more freely, or, on the other hand, forcing it to bor
row or to contract its deposits. 

Practical Use under Existing Conditions Questionable. 

I now want to test out this theory under conditions as 
they exist at present, when the excess reserves are so very 
large. If the Federal Reserve Board were to reduce the 
reserves which the member banks have to keep with the 
Reserve banks the result would be merely to add to the 
excess reserves already existing. There is no ground for 
assuming that such a reduction under present conditions 
would give any substantial impulse to the growth of bank 
credit. An additional few per cents of excess reserves 
would not afford an appreciable supplement to the stimulat
ing factors which already exist nor would they remove any 
of the depressing factors. As for the future, I, of course, 
cannot prophesy; but I think it will be a long time before 
conditions are ripe for a reduction of reserve requirements 
to be effective in the direction of expansion. 

But in the direction of contraction and deflation the ex
ercise at times such as these of the power to raise reserve 
requirements would become effective very promptly, and 
increasingly so as reserve requirements were progressively 
raised. This is a matter of first-rate importance to business 
and recovery. While the member banks as a whole now 
possess reserves nearly twice the amount required, it does 
not follow that all individual banks are so placed. If the 
Federal Reserve Board should start raising requirements, 
one bank after another would find its reserves inadequate 
and would be obliged to borrow or sell investments or to 
call loans,--or what is broadly the same thing, to let loans 
run off without granting new loans. Deflation thus artifi
cially set in motion would be on the way before the existing 
excess reserves of the banks as a whole were exhausted. 

It follows from this that under present conditions the 
exercise of the powers asked for in this section would not 
be effective in stimulating the growth of credit, but would 
be very effective in retarding it, or even contracting the 
existing volume of credit. Moreover, the very existence of 
this authority in the unrestricted form proposed would have 
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a restraining and even deflationary effect whether it was 
used or not, because it would introduce a new factor of 
uncertainty _into banking and business calculations. No 
banker would know how to layout his lending policy be
cause at any moment the Federal Reserve Board, in its un
controlled discretion, might decide to force him into debt 
or oblige him to curtail credit. 

Recommendations on Section 209. 

If it were not for the fact that the power to alter reserve 
requirements might have value in an extreme emergency, 
as contemplated in the existing law, I would recommend 
that Section 209 be eliminated altogether, but in order to 
preserve whatever contingent value it may have, I recom
mend that it be retained with the following changes: 

(a) That the power to alter reserve requirements of 
member banks shall be limited to emergency use, that its 
exerdse lie restricted within any 6O-day period to a range 
of 10 per cent of the requirements as they now exist and 
that the maximum reached at any time shall not be higher 
than double the present level, or the minimum be lower 
than 75 per cent of the present level. 

(b) That any increase or decrease shall apply to all 
member banks, and shall be proportionate to the reserves 
now required to be maintained. 

VII. LoANS ON REAL ESTATE. 

Section 210 of the Senate bill amends Section 24 of the 
Federal Reserve Act, considerably broadening the power 
of national banks to lend against real estate. 

The geographical restriction (within 100 miles) is re
moved. Loans up to 75 per cent "of the actual value" are 
permitted on condition that regular amortization within a 
period of twenty years is provided for. Otherwise the loan 
can be but for 60 per cent and the period but three years. 
(This compares ·with 50 per cent and five years under the 
present Act.) 

The aggregate amount of real estate loans of a national 
bank may not exceed its unimpaired capital and surplus or 
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60 per cent of its "time and savings deposits whichever is 
greater." (This compares with 25 per cent of the unim
paired and paid-in capital and 25 per cent of the unim-' 
paired surplus, or 50 per cent of its savings deposits, as 
provided in the present Act.) 

The House biJI makes material changes in the forego
ing. It provides that national banks shan not make new 
real estate loans for more than 60 per cent of the "ap
praised value" of real estate, but maturities are not speci
fied. The Federal Reserve Board is to have general powers 
of regulation which perhaps include the power to determine 
maturities. 

I am opposed to any change in the law which tends 
to weaken the banking structure and prevent it from 
doing its duty in times of emergency. Accordingly, in 
the light of the experience many banks, especially coun
try banks, have had in recent years with real estate 
loans, I seriously doubt the wisdom of relaxing the 
existing loan conditions. To the real estate speculator 
easier credit terms would no doubt be advantageous, 
but to the lending bank they might wen prove the reverse. 

Weakemng the Banking Structure. 

The tendency to weaken the banking structure is 
two-fold. In the first place, certain bankers, forgetting 
the experience of former years and yielding to the de
sire for earnings which an bankers have at this time, 
may go ahead under the terms of the bill and make 
loans they would not grant on their own merits, trust
ing that the Federal Reserve banks under the author
ity proposed under Section 206 would admit mortgages 
as collateral for Reserve bank advances. In doing so, 
they would be counting on an uncertainty, because 
under Section 206 this facility can be withdrawn as 
readily as it is given. I think any banker making such 
a loan and finding out later that'the Federal Reserve 
Board had changed the rules in the meantime, would 
be justified in charging that he had been misled. But 
the damage to his bank would have been done. 
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In the second place, even if this facility could be 
counted on, the lending banker would have no safe
guard against a decline in the value of the mortgaged 
property to a point far below the high limits fixed in 
the bill. Real estate values are peculiarly subject to 
local influences which central credit policies, however 
generously conceived, can hardly affect. In cases of 
decline--and we have seen many such in recent years 
-the lending banker would be left with a depreciated 
mortgage or depreciated real estate, and if he had 
already pledged the mortgage at a Reserve bank, he 
would have to make good on it. Thus the bill intro
duces a factor of insecurity which is bound to come to 
the surface at the most inconvenient time. 

Moreover, even if the Section were not open to ob
jection on these practical grounds, I would oppose it 
for more general rea"sons. If, as I understand to be the 
intention, real estate mortgages are to be admitted as 
collateral for Federal Reserve bank advances, then such 
loans under Section 208 will become security for Fed
eral Reserve notes. I know of no grounds upon which 
this procedure can be approved and experience in for
eign countries is against it. 

Finally, the Senate bill as it stands does not suffi
ciently take into account the practical difficulties in
volved in the renewal of old real estate loans falling due 
at this time. The Federal Reserve Board should have 
power to provide by regulation for such renewals so 
as to avoid the necessity for forcing liquidation as old 
loans mature. This point seems to be adequately cov
ered in the House bill. 

Recommendations on Section 210. 

I therefore recommend that as to new real estate 
loans by national banks the following conditions shall 
apply: . 

(a) Unamortized loans to mature in not more than 
three years, and to be in amounts not exceeding 50 per 
cent of appraised valuations; 
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(b) Amortized loans to mature in not more than 
:welve years, and to be in amounts not exceeding 60 
Jer cent of appraised valuations; . 

(c) Territorial limitations and the provisions with 
'espect to the aggregate amount of real estate loans a 
lational bank may make, to apply as in the present Act. 

VIII. GENERAL CONCLUSIONS. 

I have now reached the point in my discussion 
vhere I can draw some general conclusions based upon 
.he analysis I have already given of Title II, section 
Jy section. 

First-The principle of local self-government in 
Federal Reserve administration is impaired. The 
authority of the directors of the twelve Federal Re
serve banks is much reduced. These are men of the 
highest standing in their several communities, fully 
representative of all the parties at interest, and inti
matelyaware of local requirements. They lose their 
power to determine investment policies, their right 
to initiate discount rate changes definitely passes 
out of their hands, and their authority over the ad
ministration of the banks is largely taken away. 
Their power to elect the governor becomes merely 
the power to nominate, and their nominee for gov
ernor must be approved and frequently re-approved 
by the Federal Reserve Board in Washington. The 
governor, in this manner made subject to the Re
serve Board, is also made the person to whom "all 
other officers and employees of the bank shall be 
directly responsible." Thus the way is cleared for 
central domination--even for central political dom
ination-of the Federal Reserve banks, their poli
cies and their personnel, with the directors occupy
ing the impossible position of bystanders. 

Second-The Federal Reserve Board or, as the 
case may be, the Federal Open "Market Committee 
which the Board is able to control, can undertake at 
will to force an expansion or contraction of credit. 
The Reserve banks can be forced to buy or sell Gov-
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ernment obligations in the market or to buy them 
directly from the Treasury itself. The Federal Re
serve Board can arbitrarily raise or lower the reserve 
requirements of member banks. Operations of 
either sort, depending upon the circumstances in 
which they are undertaken, may work as powerful 
levers on the supply of credit, may be perfectly futile, 
or may produce results of great importance but 
entirely unpredictable. We cannot be sure that 
these powers would not be used for political pur
poses. 

Third-The standards of banking practice are 
lowered. Encouragement is given to banks to make 
a character of loans they would not ordinarily make 
in reliance upon the power o~ the Federal Reserve 
Board to change the eligibility rules by regulation. 
These regulations in turn are changeable at will. It 
is not only the banking structure which may thus 
become enfeebled. The currency itself may deteri
orate, for under the terms of the bill the Federal 
Reserve banks may acquire not only in an emerg
ency but at any other time a type of assets which 
world-wide experience has proved to be unsuitable 
as security for the note issue. 
The foregoing are serious indictments of the bill as 

it stands. Yet I believe I have given the adequate basis 
for each of them. I believe also that the changes I 
have -recommended, assuming them to be adopted as 
a substantial whole, would remove from the bill the 
principal points of objection. 

There remains one practical question. If the Fed
eral Reserve Board gets the new powers proposed for 
it in Title II, what can it do with them? I shall try to 
answer this question, having regard not to conditions 
as they may exist in theory or at some future time, but 
to conditions as they exist at present. 

The Objective of the Bill. 

Let me first attempt to define the objective. Aside 
from such indications as the proponents for the bill 
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have given in their testimony before the House com
mittee, there are three pieces of evidence in the bill 
itself which go to show the purpose of the legislation. 
The first of these appears in Section 203, where the 
qualifications of the appointive members of the Federal 
Reserve Board are described: 

"In selecting the six appointive members of the Federal 
Reserve Board the President shall choose persons well qualified 
by education or experience or both to participate in the formula
tion of national economic and monetary policies." 

This is the paragraph which supplants the require
ment in the present law that in selecting members of 
the Federal Reserve Board, "the President shall have 
due regard to a fair representation of the financial, agri
cultural, industrial and commercial interests, and geo. 
graphical divisions of the country." 

The second appears as Section 204(b) of the House 
bill as it was passed. I believe an amendment to the same 
effect has now been offered to the Senate bill. That section 
says: 

"(0) It shall be the duty of the Federal Reserve Board to 
exercise such powers as it possesses in such manner as to promote 
conditions conducive to business stability and to mitigate by its 
influence unstabilizing fluctuations in the general level of pro
duction, trade, prices, and employment, so far as may be possible 
within the scope of monetary action and credit administration." 

The third piece of evidence is negative. Both bills, the 
one now before the Senate and the one passed by the House, 
omit from the re-draft of Section 12A, which deals with 
the Open Market Committee, the following prescription for 
open market operations: 

"(c) The time, character, and volume of all purchases and 
sales of paper described in Section 14 of this Act as eligible for 
open market operations shall be governed with a view to accom
modating commerce and business and with regard to their bear
ing upon the general credit situation of the country." 

It is clear from the foregoing that the objectives set up 
for Federal Reserve policy differ materially from what 
Congress has fixed heretofore. Instead of "accommodat
ing commerce and business," for example, the Federal 



Reserve administrators are to be qualified "to participate 
in the formulation of national economic and monetary pol
icies," and are to exercise such powers as they possess and 
as far as they can to mitigate ~unstabilizing fluctuations 
in the general level of production, trade, prices and em
ployment." This introduces the planning idea into Federal 
Reserve policy. IiI addition it constitutes a mandate to try 
out the powers granted in the bill plus those that the Fed
eral Reserve authorities already have, in order to put the 
plans into effect. 

So it appea~s that the objective of the bills is to put into 
the hands of a few persons-a majority of a total of eight 
-the power to manipulate the credit and currency system 
of the United States in furtherance of a plan or a sequence 
of plans which they themselves may· draw up. And all eight 
hold office at the pleasure of the President; and three of 
them represent directly whatever administration is in 
power. This is a concentration of authority such as has not 
been known heretofore in the United States. It is set up 
without check or balance in law and with few restraints in 
fact. And perhaps the most serious aspect of all is that the 
exercise of these powers is capable of drawing off the sav
ings of the people, of dissipating the endowments of our 
educational and charitable institutions, of cutting down the 
real wages of labor, of putting a hidden tax on everyone 
who consumes and on many who produce. This bill is a 
measure not of security but of insecurity, for the exercise 
of powers freely granted under it can wipe the practical 
value of all social security legislation off the slate, and make 
benefits granted to the aged or the unemployed mathemat
ical expressions only. 

In saying this, I do not imply that any man or group 
of men would draw plans intentionally to such ends. Nor 
do I offer any criticism of planning as such, if by planning 
we mean the exercise of rational foresight and prudence. 
But I am opposec;l to planning if we mean experimentation 
with one powerful instrument after another upon the credit 
and currency of the United States, or if we mean the rid
ing of one superficial, simple theory after another through 
the vast complex of American economic life. 

4S 



Three Experiments That Misfired. 

I think of at least three experiments tried in the last few, 
years which have misfired. They have produced few or 
none of the results hoped for them, and on the contrarY 
have started processes of incalculable consequence, the end 
of which is not yet. 

The first of these, and perhaps the least important be
cause reversal is at any time possible, was undertaken by 
the Federal Reserve banks themselves under powers they 
still possess. This was the purchase of Government obliga
tions to which I have already referred in my discussion of 
the Federal Open Market Committee. Between March, 
1932, and November, 1933, the Reserve banks bought about 
$1,600,000,000 of Government obligations. What were the 
results? Federal Reserve bank loans to member banks 
went down $600,000,000, and their holdings of bankers' 
acceptances declined about $90,000,000. Thus, out of the 
$1,600,000,000 of Government obligations purchased, some 
$690,000,000 represented only a shift in the form of Fed
eral Reserve bank assets. The effect in the beginning was 
to relieve strain in the member banks, but notwithstanding 
a strong impulse given to bond prices in the market, which 
has continued since that time, there was no proportionate 
stimulation of the growth of bank credit, one of the pur
poses which the purchase of Government obligations was 
intended to achieve. But the operation had one unexpected 
and profoundly important consequence which we still have 
with us in augmented form. The member bank excess 
reserves increased $735,000,000, which are capable of sup
porting some $7,000,000,000 of additional member bank 
deposits. The excess reserves so created may be regarded 
as a dangerous by-product remaining over from an opera
tion which was only partly successful. 

The second experiment, quite the most important of 
the three I have in mind, was the devaluation of the dollar 
coupled with the purchase of gold at prices above the old 
gold parity of $20.67 an ounce. The purpose as I under
stood it at the time was to raise domestic prices roughly in 
proportion to the degree of devaluation. It is now nearly 
two years since we left the gold standard as we formerly 
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knew it, and eighteen months since we began to buy gold 
at prices gradually increasing until the present price of $35 
an ounce was fixed on January 31, 1934. There are few 
persons who pretend that this operation has accomplished 
its purpose. I recognize the fact that the prices of some 
basic commodities widely dealt in in the world markets have 
risen, but prices by and large have lagged far behind the 
rise in the price of gold; and even such increases as we have 
observed may be attributed in considerable part at least to 
the drought, to processing taxes and to other causes. Mean
while great damage has been done in other directions. De
flation and business distress have been forced upon other 
countries, currencies have become unsettled and foreign 
trade has been further depressed. For our part, we have 
increased our holdings of gold by some $1,500,000,000, but 
it has done us no good. The influx' has merely added to our 
already ample gold stock and at the same time has caused 
the excess reserves of ' the member banks to rise to their 
present great proportions. ThQugh the gold and these ex
cess reserves ar,! nuw dormant, they are in fact a potential 
source of danger in addition to that already existing, which 
must cause any thoughtful person serious concern. 

The third experiment to which I refer was the silver
buying policy. As in the case of gold, it was hoped that it 
would result in raising the general price level. But except 
for its obvious effect on the price of silver itself, any 
healthy influence on the general level of prices has not been 
detectible. Far from improving conditions in the Far East, 
it has had the result of imposing a condition of acute de
pression upon China, and has seriously affected Mexico. 
As for our own currency, the result appears for the mo
ment to be unimportant. New silver certificates have 
merely displaced to a relatively modest extent other forms 
of currency. Excess reserves of member banks have been 
further increased. 

In citing these three experiments I have no desire to 
question the motives of their proponents. I cite them merely 
as examples of how the three outstanding efforts at cur
rency and credit management have worked. They have not 
accomplished in any substantial fashion the results they 
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were designed to produce. On the contrary, they have pro
duced results which were not desired and are not desirable. 
Is there any reason to assume that the five men who will' 
constitute the majority of the Federal Reserve Board, now 
to be endowed with arbitrary powers, will be any more 
successful in accomplishing desired results through credit 
and currency management? 

I think they will be less successful, rather than more 50. 

And for a reason that does not in the least reflect upon 
their capacity but merely takes account of facts as they are. 

The Stubborn Obstacle to Credit Management. 

Perhaps the most unlooked-for result of these three 
experiments is that credit and currency management in 
any effective sense was not brought nearer but was 
made more remote. I have referred many times to the 
excess reserves of the member banks, now about 
$2,200,000,000. These were created almost entirely by 
the three experiments I have referred to; but they will 
have to be eliminated, or nearly so, before the Federal 
Reserve authorities can even start a programme of cur
rency and credit management. They furnish a cushion 
between the Reserve banks and the member banks 
which necessarily softens the impact of any policy of 
expansion or contraction which the central authorities 
may put in operation. This is a stubborn fact of pri
mary importance in considering the practical value of 
the powers it is proposed to place in the hands of the 
Federal Reserve Board. 

Assuming that the powers are granted, what can 
the Board do to eliminate the excess reserves? One 
way, which would be entirely within the authority of 
the Federal Reserve Board, would be to contract Fed
eral Reserve credit. It could order the Reserve banks 
to sell to the market out of their own holdings succes
sive lots of Government obligations, thereby drawing 
down the deposits of member banks at the Reserve 
banks until the excess reserves were exhausted. The 
effect upon the market for Government obligations and 
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upon the credit policies of banks generally as this p,o
cess was followed through has already been discussed 
in the section on the Federal Open Market Committee. 
As an alternative to this method, the Reserve Board 
could arbitrarily raise the reserve requirements of 
member banks. Again, as in the case of the sale of 
Government obligations to the market, deflationary 
effects would become more and more acute as the pro
cess went on. There are of CQurse other possibilities, 
such, for instance, as a loss of some $2,000,000,000 of 
gold to foreign countries, and a withdrawal of Treas
ury balances from the member banks. But I dismiss 
the first as very unlikely to occur, and the second be
cause it would be only a temporary expedient to be 
immediately reversed as soon as the Treasury paid out 
the funds in the course of business. 

The other way of eliminating the excess reserves 
is bY'processes of expansion of member bank credit. That 
is, the deposits of member banks would have to rise to 
such a degree that the excess reserves would become 
part of the required reserves. I hesitate to assign a 
figure to the expansion which would have to take place 
because many cross-currents could intervene to change 
the result. But the present deposits of member banks 
in the Reserve banks are rather more than twice what 
the law requires, and it is obvious therefore that a vast 
change must take place in the existing situation before 
the excess reserves would al~ f~11 into the category of 
required reserves. 

The Federal Reserve Board has only partial 
powers, even under the expanded authority granted in 
the bill, to carry such a programme through. It can 
relax the rules governing the kind of paper eligible for 
rediscount. It can encourage the member banks to 
make mortgage loans, for example, on the chance that 
such loans can be pledged as collateral for advances at 
the Reserve banks. It can, in other words, persuade 
the member banks to make loans of a sort they would 
not ordinarily make, so as to swell the volume of bank 
credit. 
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These are relatively slow methods, because the lend
ing bankers will have to take the brunt of the risk, and 
with the experiences of the past few years in mind 
many will exercise restraint. But here another factor 
intervenes, the combination of a widely . unbalanced 
budget, heavy Treasury borrowing and complete inde
pendence of such checks as market conditions ordinar
ily impose. The extent and speed with which this com
bination could operate to eliminate the excess reserves 
would be determined only by the will and capacity of 
the government to spend. 

Artificial Facilities for Treasury Borrowing. 

I have referred already to the fact that purchases 
by the Reserve banks of Government obligations 
directly from the Treasury are commonly regarded as 
open market operations. I repeat it here merely to 
emphasize the ease with which the Treasury and the 
Reserve Board could coIlaborate in financing the 
budget deficit. The Reserve banks would have to sup
ply the funds whether they approved or not. Nor is this 
all. Under legislation such as the proposed social se
curity bill, insurance reserve funds are to be set up in 
the Treasury for unemployment insurance and old age 
pensions. These funds offer every facility for financing 
budget deficits. The reserve fund under the social se
curity bill would amount in seven years to some $9,000,-
000,000, and ultimately to $32,000,000,000. Sums of 
such magnitude, coupled with ready access to the 
credit-making powers of the Federal Reserve banks, 
would detach any Congress and indeed any Secretary 
of the Treasury completely from reality and tempt 
them to a course of reckless extravagance. 

The Dangers of Further Experimentation. 

We must not delude ourselves. The three efforts 
to accomplish a higher price level by manipulating credit 
and the currency have failed. But they have left behind 
them a vast amount of explosive material which some 
future effort may set off. The potentialities are so vast, 
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and the restraints so few, that should some later effort 
succeed, the result would most likely not be an isolated 
detonation but a vicious and perhaps uncontrollable con
flagration. 

In the recom~endations I have made in the course 
of my discussion of the several sections of the bill I have 
attempted to remove the hazards to business and the 

• public welfare which the bill contains, and to preserve 
those features which promote the efficiency of the Fed
. eral Reserve system for both ordinary and emergency 
action. In making my proposals and in my discussion 
I have had to draw on banking knowledge and to use 
banking terms. But the language used should deceive 
no one. This bill is not the b~siness of the banks, 
except as they are concerned in the welfare of the 
nation as a whole. Its effect is upon every member 
of the c9mmunity, and the threats it contains are 
directtd, however unwittingly, against the entire citi
zenship of the country. 
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SUGGESTIONS for IMPROVING 

the BANKING SYSTEM 

• 

M&. CHAfflYAN: 

AI I understand it, the purpose of the banking phases 
of the investigation which your Committee is now con
ducting is to obtain information which will serve as a basis 
for the drafting of legislation supplementing or revising 
existing laws, designed-

FIRST. To prevent a repetition of mistakes and abuses 
which have been incident to the conduct of both commer
cial and investment banking in recent years; and 

SECOND. To reconstruct our financial machinery so 
that it may be most effective in bringing about a business 
revival and in assuring a sound financial basis for the 
future conduct of industry, trade and agriculture. 

'J,'he importance of attaining these ends cannot be exag
gerated, for the soundness and efficiency of our banking 
structure affect the very foundations of the economic wel
fare of the nation. 

No one who has observed events or who is familiar with 
the testimony presented to your Committee during the 
past year can have failed to be impressed by the necessity 
of change. This must be true whether one be an officer of 
• commercial banking institution charged with the respon
sibility of giving effect in practice to the banking laws of 
the United States, or a member of your Committee, which 
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nas the duty of so formulating those laws that they will 
work to the best interests of the community as a whole •. 
This change must occur not only in the manner and spirit 
in which the laws have been observed by certain bank 
officials, but also should be embodied in legislation which 
it is the function of your Committee to initiate. 

The immediate and direct responsibility for preventing 
the recurrence of faulty conditions which have been dis
~losed here and elsewhere rests upon those of us who are 
mgaged in the management of commercial banking insti
tutions. It is obvious that the character necessary to 
:J.ualify an executive officer of a bank to meet the obliga
tions imposed upon him cannot be created by legislation. 
The daily operation of a commercial banking institution 
requires of its officers above all things' the education to 
['erceive and the character to live up to the highest stand
ll"ds of the trust relationship. This fiduciary relationship 
~xtends not only to the stockholders and depositors of the 
Jank, but also to all who come to the institution for finan
~ial accommodation or advice. 

Beyond all this, the officers of our commercial banking 
nstitutions should have constantly before them a realiza

tion of their great responsibilities to the '::;n; ~:er public. The bank officer's usefulness to 
U his bank and to the community is depen-

lent upon public confidence in his integrity of pur
['ose. His actions must be of such character that when 
they are fully exposed to public view, no doubt can arise 
I.S to his motives. If our financial institutions are to be 
[,reserved, the public is not only entitled to expect, but 
it must have absolute assurance that the business of our 
~mmercial banks is being' carried on in a manner which 
~mmands complete confidence. 



As for The Chase National Bank, I can say without 
qualification that it is our purpose to be governed at all 
times by the standards I have just outlined. 

In this statement I shall seek to point out respects in 
which I believe your Committee can be of help in remedy
ing the sitUation. In doing so it will be necessary to imply 
criticism of certain practices which have arisen in Ameri
can banking. But I would like first to pay tribute to 
that great number of American banks and bankers who, 
during the past ten yeats, have done their duty to their 
stockholders, their depositors and their communities. 

There is one very important ~bjective which the Con
gress can attain, and that is to so amend our banking legis
lation as to protect the sound bankers of this country from 
the unfair competition of bank management which fails 
to measure up to the high standard of conduct which their 
profession calls for. This result should be accomplished 
by legislation which will not only prohibit specified prac
tices, but which also will bring about above all else com
plete divorcement in interest between commercial and 
investment banking. 

The Congress, by the enactment of the Glass-Steagall 
Bill, now known as the Banking Act of 1933, has already 
taken action designed to eliminate many bad practices. 
The Banking Act of 1933 does not, however, fully accom
plish the purposes which the Congress had in view-pur
poses which I believe are demanded by both sound bank
ing experience and enlightened public opinion. It is ac
cordingly necessary to address further efforts to that end. 
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I 
THB WISDOM of SEPARATING COMMEROAL BANKING· 

from INVESTMENT BANKING 

My experience as a bank official commenced at the end of 
the year 1929. when I became President of The Equitable 
Trust Company. From June, 1930. upon the amalgama
tion of that institution with The Chase National Bank. 
until January, 1933. I was President of The Chase Na
tional Bank but not its executive head. In January. 1933. 
[ became its executive head. upon my election as Chair
man of the Governing Board. This experience as a bank 
Jfficial. coupled with the testimony which was presented 
to your Committee in February of this year. had convinced 
me that many of the abuses in the banking situation had 
arisen from failure to discern that commercial banking and 
investment banking are two fields of activity essentially 
different in nature. I came to believe that while it was 
essential that there should be coordination between these 
two types of banking, such coordination could best be pro
tected from abuse and thus enhanced in usefulness through 
absolute separation of interest between the two fields. 

On March 8. 1938, therefore, I issued a public statement 
mggesting the following provisions. among others. which 
experience indicated should be enacted into law. These 
were in addition to the provisions of the Glass-Steagall 
Bill as it then stood. which required the divorcement by 
~ommercial banks of their investment affiliates: 

" (1) No corporation or partnership should be per
mitted to take deposits unless such corporation 
or partnership is 8ubjected to the same regula
tions and required to publish the same state
ments as are commercial banks. 
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"(2) No corporation or partnership dealing in secu
rities should be permitted to take deposits even 
under regulation. 

"(8) No officer or director of any corporation nor 
any member of any partnership dealing in secu
rities should be permitted to be an officer or 
director of any commercial bank or bank taking 
deposits, and no officer or director of any com
mercial bank or bank taking deposits should be 
permitted to be an officer or director of any cor
poration, or a partner in any partnership en
gaged in the business of dealing in securities. 

" ( 4.) Boards of directors of cQmmercial banks should 
be limited in number by statute so as to be suffi
ciently small to enable the members to be actu-

. ally cognizant of the affairs of their banks and 
in a position really to discharge their respon
sibility to stockholders, depositors and the busi
ness community. 

"The spirit of speculation should be eradicated 
from the management of commercial banks, and 
commercial banks should not be permitted to 
underwrite securities except securities of the 
United States Government and of states, terri
tories, municipalities and .certain other public 
bodies in the United States." 

Immediately following the issuance of the foregoing 
statement, The Chase National Bank undertook for itself 
to carry these policies into effect. 

On March 8, 1988, the Executive Committee of the 
Bank appointed a special committee to advise and recom
mend a plan for the separation from the Bank, at as early 
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I date as practicable, of its afIlliated securities corporations. 
[<'ollowing action by the Executive Committee, a meeting 
,f the stockholders on May 16, 1988, authorized the dis-· 
:ontinuance of the securities business by the Bank's affil
ates, and on the same date the securities afIlliate, the Chase 
fIarris Forbes Corporation, formally voted to engage 
henceforth in no new business, and to liquidate its affairs. 
rhe Chase Securities Corporation thereafter became The 
::hase Corporation, simply a holding and liquidating com
>any, relinquishing its power to engage in the securities 
msiness. The Bank itself took over in its Bond Depart
nent that part of the business of the Chase Harris Forbes 
::orporation relating solely to Federal, State and Munici
>al bonds and other limited classes of securities approved 
Iy law as proper for national banks to deal in. 
It was also voted at the meeting of the shareholders of 

he Bank held May 16th that the size of the Bank'. 
~oard of Directors should be reduced from 72 to 86 mem
lers. In the reconstruction of the Board of Director. 
mder that decision all members of investment banking 
louses who had been directors retired from the Board. 

Such changes 8.11 the foregoing obviously involved a 
Ireak with tradition. There are sincere differences of 
"reak with TraditUJ1I opinion as to the .wisdom of these 

changes. There IS, as every one 
'ecognizes, a very influential body of banking opinion 
IVhich honestly and seriously believes that the functioIIJ 
If investment banking and commercial banking can, with 
~eat advantage to the public, be performed by the same 
nstitution or private banking firm. That view is entitled 
;0 respect. 

The thought, however, that the overlapping of interest 
IS between commercial banking and investment banking 
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might be subject to grave danger was not in any sense 
a new one. The hearings and the report of the Pujo Com
mittee dated February 28, 1918, had pointed out the desir
ability of such changes. Any wise observer must realize 
that investment banking, as a self-contained enterprise, not 
only should not be destroyed or superseded by any govern
mental agency, but also should be allowed to operate with 
as little restriction as is commensurate with due protection 
of the investing public. N onnal investment banking 
should, however, be improved if separated from any direct 
interest in commercial banking. 

A principal difficulty in the past has been that commer
cial banks doing an investment banking business have beeD 

paralleled in operation by private bankers 

BTtae...~au1st i".!he doing 8. deposit and investment business. 
a"".nfl l1s..,m • • 

As there was no clear definition of func-
tion or differentiation in interest between the two types 
of banking, it was not unnatural that officers of com
mercial banks should have at times failed to appreciate the 
distinction between their own position and that of mem
bers of private banking firms. The system itself which 
permitted overlapping of function and interlocking of in
ter.ests between these two types of banking has been re
sponsible for much that the public now condemns. 

A commercial bank, whether or not it is a member of the 
Federal Reserve System, is an essential and integral part 
of the monetary and credit machinery of the nation. Of 
course the commercial banks are under obligation to 
endeavor to earn a fair return upon the money entrusted 
to them as capital by their stockholders. The desire to 
protect that capital and to earn a return upon their invest
ment for the stockholders has the effect of making the 
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:ommercial banks not only anxious to extend credit but 
:Iso cautious and conservative in seeking to assure as far . 
is possible that the credit so extended shall be repaid. It 
i accordingly obvious that the commercial banker should 
lave the utmost encouragement by the government to 
:xercise all of the sound judgment, the constructive imag
nation, and the creative thinking which he can bring to the 
timulation of private enterprise in extending credit. 

The commercial bank's credit function is very definitely 
:overned by its responsibility to meet its deposit liabilities 

on demand. It must not seek excessive 
'unction 01 the fit b t kin d di' k d ialBnk pro s ya gunuecre trlssan 
lerc a it cannot wisely tie up its funds in long-
erm credits however safe they may be. Its primary 
redit function is performed by lending money for short 
,eriods to finance self-liquidating commercial transactions 
-largely in the movement of goods and crops through 
he various stages of production and distribution; and in 
he making of short-term loans against good collateral. 
L'he commercial bank cannot safely make loans to a bor
'ower who lacks capital of his own or who cannot in 
he normal course of his business repay the loan within 
, reasonable period of time. It is within this framework 
hat the commercial bank renders sound and constructive 
ervice to the industry, trade and agriculture of the 
ountry. 

The investment banker also renders necessary and effec
ive service to the industry, trade and agriculture of the 

country. He does it by meeting long-
'lace 01 the term needs providing funds for plant 
~11Ient Banker . ' 

and eqwpment or for permanent work-
19 capital. He does, and should, take speculative risks 
f a sort unsuitable to the commercial bank in providing 
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capital funds for new and promising enterprises, even 
though the major volume of his transactions is naturally 
to be found in providing additional capital for industries 
well established and less uncertain in their prospects. 
With every new issue, moreover, he takes the risk that the 
public may not readily absorb the new securities which he 
brings out and that his own capital may be tied up for 
a long period of time. This last distinction between invest
ment and commercial banking emphasizes the wisdom of 
the legislation forbidding investment bankers from taking 
deposits. 

Although there should be a sharp delineation between 
the activities of commercial banks and those of investment 
bankers, there are certain pointS of contact between them, 
whereby they complement each other. It is perfectly 
proper, for example, that commercial banks should lend 
to investment bankers, on short term, funds necessary to 
carry a new issue of securities while it is in the process of 
being marketed. Such a loan, always secured by collateral 
and carefully scrutinized by the commercial bank, per
forms an essential service. The commercial bank or banks 
making such a loan, however, should be absolutely free 
from interest in the issue, and immunized from possible 
intluence arising from interlocking interests with the in
vestment bankers participating in it. 

Again, a commercial bank frequently finds that its own 
customers require permanent financing. A rapidly grow
ing business needs additional permanent working capital. 
The commercial bank properly affords temporary finan
cing to the enterprise, but permanent provision for ade
quate working capital or for plant or equipment requires 
long-term credit. When such long-term credit is required, 
the services of the investment banker are needed. But in 
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Ilch cases the investment banker himself should be free 
rom control or influence by the commercial bank which 
19gests or introduces the business. The investment 
anker should be in a position to form an absolutely inde
endent judgment as to the wisdom of issuing the credit 
nd as to the conditions under which it shall be issued. 
~he commercial bank should not be in a position to exert 
ny pressure whatever arising out of a dual financial 
lterest. 
What I have said with regard to the relationship be-

lVeen commercial and investment banking does not imply 

rweeping Criticism 
'estment Bankers 
Unjust 

that such influence as I have described 
would necessarily or even usually be 
exercised in a manner detrimental to 
the public interest either by the in

estment bankers in the one case or the commercial banks 
1 the other. Nor does it suggest that there are not con
)ientious investment bankers, meticulously careful of both 
le interests of their customers and of the investing public. 
Nor is what I have said intended as a sweeping criticism 

r the motives or practices of investment bankers gene
illy. Any such criticism would be most unjust. But in 
msidering legislation aimed at prohibiting practices con
~ary to the public interest, it is impossible to draw a dis
nction between the careful and conscientious banker who 
'ould never consciously permit his influence to be misused 
r his allegiance to be divided, and the banker, who, 
lrough recklessness or even because of his private inter
Its, might exercise his influence improperly, if opportu
ity is permitted to exist. 
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II 

CHANGES NECESSARY to MAKE the BANKING ACT of 

1933 ACCOMPLISH ITS DECLARED OBJECTIVES 

The wisdom of effecting a clear differentiation of func
tion and separation in interest between commercial bank
ing and investment banking was recognized in the Glass
Steagall Bill, passed last .June and now known as the 
Banking Act of 1933. The history of that Act and its 
general provisions indicate a clear intent on the part of 
the Congress to effect, once and for all, a complete separa
tion between commercial banks and investment bankers. 
I believe that the public is likewise under the impression 
that the Act effectively accomplished that purpose. 

Careful analysis of the Act and observation of its sub
sequent operation, however, show that all the purposes 
intended are not effectively achieved, and that further 
amendments to the Act will be necessary if its purposes 
are to be accomplished. 

I submit that the provisions of the Banking Act of 
1933 and of Section 8 of the Clayton Act show that the 
legislative policy of the Congress is-

1. That there be a divorcement of the commercial 
banking business from the investment banking business; 

2. That there be no interlocking of management be
tween the commercial banking business and the investment 
banking business; 

8. (Based in part upon another policy) That there 
shall be no interlocking of management between commer
cial banks themselves operating in the same community; 
and 

,. That the enforcement of this legislative policy shall 
not work in a discriminatory manner unfavorable to the 

13 



successful operation of national banks, or of member 
banks of the Federal Reserve System; 

The Banking Act of 1988 only partially realizes these 
purposes. It is true: 

1. That it requires the divorcement of security 
affiliates by commercial banks which are either 
national banks or member banks of the Federal 
Reserve System; 

2. That it prohibits persons, partnerships or cor
porations engaged in the securities business from re
ceiving deposits; 

8. That it prohibits anyone from receiving deposits 
unless such person, firm or corporation is subject to 
examination and regulation under State or Federal 
law, or submits to periodic examination by the Comp
troller of the Currency or by the Federal Reserve 
Bank of the district and publishes periodic reports 
of condition; 

But, it is also true: 
1. That the present statute law* leaves wide open 

the opportunity for an interlocking of management 
on the one hand between investment bankers and 
commercial banks, both national and State. It also 
leaves open opportunity for interlocking management 
between commercial banks themselves, so long as they . 
are not national banks; and 

2. That the present statute law leaves wide open 
the opportunity to an individual who may actually 
be engaged in the securities business through a cor
poration (so long as he is not a director or officer ot 
the corporation doing such business but employs 

;S;;S;ction 8 of the Clayton Act and the provisiona of Sectiona 82 
and 88 of the Banking Act of 1988. 
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other people for those offices) to act as a director of 
a commercial bank without even the necessity of ob
taining a permit from the Federal Reserve Board. 

It is not my desire to burden your Committee with a 
long and technical analysis of these omissions in the pres
ent statute law. A study of Regulation L, Series of 1933, 
and of Regulation R, Series of 1933, of the Federal Re
serve Board, issued on October 81, 1938, which Regula
tions I desire to put in the record at this point, and of Sec
tion 8 of the Clayton Act and of the provisions of the 
Banking Act of 1933, will disclose the situation. If your 
Committee desires I will have prepared and submitted to 
it a detailed study of the matter .. 

It is clear that in spite of the general prohibitions set 
forth in the Act and the obvious legislative intent to sep-

. . arate investment and commercial 
Wherein tlu! Statute Law banking, the statute law. actually 
Fail. to Aceomplish ita in force today-
Declared Objective 

1. Allows any individual (in-
vestment banker or otherwise) to act as a director, officer 
or employee of any number of commercial banks, so long 
as no one of them is a national bank. 

2. It allows any individual to act as a director, officer 
or employee ofa national bank as well as of two other 
banks-if the Federal Reserve Board issues a permit 
therefor. 

8. It allows a member of a partnership engaged in the 
investment banking business, or an officer or director of a 
corporation engaged in such business to act as a director, 
officer or employee of any member bank,-provided only 

• See Section 8 of ·the Clayton Act, Section 82 of the Banking Act of 
1938 and Section B-A of the Clayton Act as added by Section 88 of the 
Banking Act of 1983, aa analyzed in the Federal Reserve Board 
regnlationa referred to. 
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that he obtains a permit theretor trom the Federal Reserve 
Board. 

4. It allows anyone engaged in the securities business 
as a controlling stockholder in an investment banking cor
poration (so long as he does not act as a director or officer 
ot such corporation) to act as a director, officer or em
ployee ot any bank, without the necessity ot a permit from 
the Federal Reserve Board. 

Although Section 8-A of the Clayton Act as contained 
in Section 83 of the Banking Act ot 1933 does not by its 
terms expressly authorize the Federal Reserve Board to 
issue permits to avoid certain prohibitions therein con
tained, the Federal Reserve Board has ruled (and I under
stand that such ruling is, as a matter ot law, a sound one) 
that certain ot the prohibitions against interlocking man
agement contained in Section 8-A of the Clayton Act may 
be avoided subject only to the permission of the Federal 
Reserve Board. 

The fact is that under the present law any of the pro
bibitions contained in Section 82 of the Banking Act and 
Sections 8 and 8-A ot the Clayton Act, can actually within 
certain limitations be avoided with the permission of the 
Federal Reserve Board. The Federal Reserve Board 
must only determine that such exceptions as it makes are 
in its judgment "compatible with the public interest." 

To state the situation in another relation:-
The Banking Act of 1933 in Section 21 (a) (I) pro

bibits unconditionally an investment banker from at the 
lame time engaging in commercial banking. No provision 
is contained in this Section of the Act even permitting the 
Federal Reserve Board to. authorize an avoidance of this 
prohibition, and yet Section 82 of the same Act, as indi
:ated above, permits the Federal Reserve Board to author-
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ize indirectly an evasion of this prohibition by permitting 
an interlocking directorate between an investment banker 
and a commercial bank. 

The foregoing observations are not to be interpreted as 
criticism of the Federal Reserve Board; nor to imply that 

. the Federal Reserve Board will not ™ Federal Re8erve d . t· I . di h . 
B d t at Fault procee consclen 1008 y m sc argmg 

oar 110 the duties imposed upon it by law. The 
point here made is that the necessities of so vital a situa
tion should not be subject, once Congress has determined 
public policy, to the discretion of the Federal Reserve 
Board or of any other authority. It is only natural,- that 
if the Federal Reserve Boar4 is given such power, the 
Federal Reserve Board will interpret this as a mandate 
from the Congress to elCerei8e such power. The fact is 
that Congress, having acted to prohibit certain relation
ships, presumably because in its judgment they were con
trary to the public interest, has apparently delegated the 
power to the Federal Reserve Board to determine whether 
Congress was itself right. I submit that Congress was 
wise in its legislative purpose, and that its wisdom in that 
regard should be expressed in mandatory rather than 
permissive terms. 

-To accomplish the purpose and intent of the Congress 
to effect a complete termination of interlocking directo
rates between commercial banks and investment bankers, 
I urge that the Banking Act of 1988 should be amended 
by incorporating in the National Bank Act a provision 
expressly disqualifying anyone engaged, directly or indi
rectly, in the investment banking business from acting as 
a director or officer of a national bank. 

• A. was pointed out when the Kern Amendment was first added to 
Section 8 of the Clayton Act whereby the Federal Reaerve Board was 
given power by permit to excuae from the prohibitions against eertain 
interlocking directorateB. 
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Similar provisions should expressly disqualify any di
!tor, employee or officer of a national bank from acting 
a director, officer or employee of any other bank in the 
ne community. 
There should also be incorporated in the Federal Re
:ve Act (which is the organic legislation dealing with 
ate member banks) an appropriate provision applying 
~ same canons of eligibility with regard to the officers, 
'ectors and employees of State member banks, so that 
~re shall be no unfair discrimination against national 
nks. 
The present law contains an obvious anomaly. Under 
a director of a national bank may, with permission of 

the Federal Reserve Board, act as director 
lnJat'YLill of not more than two other bank, which 
'sen aw 

"make loans secured by stock or bond col-
,eral." But a du'ector of a national bank may not, even 
th permission of the Federal Reserve Board, serve as 
~ector of a corporation not engaged in the banking busi
ss which may as an incidental matter occasionally "make 
lIlS secured by stock and bond collateral," to others than 
own subsidiaries. 

Taking the law literally, a man may be a director of a 
tional bank and of another bank if he obtains a permit 
~refor, but he cannot be, and cannot obtain dispensation 
be, at the same time a director of a national bank and 
some other corporation, if such corporation should occa
nally and as an incident to its primary business "make 
lIlS secured by stock or bond collateral" to others than 
bsidiaries. I have no doubt that in the complexities of 
)dern business, such 10aJ'lll are occasionally made by 
actically all of the business, public utility and railroad 
rporations of the country. 
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This particular type of disqualification of a director of 
a national bank does not apply to a director of a State 
member bank. Although the language of Sections 8 and 
8-A of the Clayton Act refers in this connection to direc
tors of any "bank, banking association or trust company 
organized or 'operating under the laws of the United 
States", nevertheless, this language has been construed
to apply only to national banks and not to include State 
member banks. 

The entire subject of the qualification of directors, offi
cers and employees of national banks and State member 

Necessity of Re-dellning 
Qualillcations 01 Bank 
Directors 

banks should be comprehensively cov
ered by the elimination of the pro
visions in Sections 81, 82, and 83 of 

,the B&nking Act of 1988, the repeal 
ot Section 8 of the Clayton Act, and the making of appro
priate amendments to the National Bank Act and the 
Federal Reserve Act in accordance with principles indi
cated above. 

In making such amendments to the Banking Act de
signed to separate absolutely the business of commercial 
and investment banking, you w.ill of course take account 
of the fact that there are varying definitions of investment 
banking embodied in the present law. 

I suggest accordingly the wisdom of drafting a care
fully phrased definition of the business of dealing in secu
rities. For the sake of clarity, such definition should be so 
drawn as to exclude any organization which sells, either 
through itself or through & subsidiary, no securities other 
than those issued by itself. Likewise, it should' exclude, 
for the same reason, those buying and selling securities 
solely as brokers or agents. 

• By the Federal Reserve Board on the authority of an opinion hy the 
Acting Attomey General of the United State. dated September 10, 1917. 
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The law now undertakes to exclude certain interlock-
19 relationships between banks. In re-classifying the 
llalifications of directors which may involve such over
.pping of interests, directors of banking institutions 
lOuld not be prohibited from at the same time acting as 
irectors of corporations,-such as, for example, the Dis
lunt Corporation of N ew York -which deal primarily 
I the obligations of the United States Government, in 
mkers acceptances or trade acceptances. Such corpora
Dns assist in the functioning of an important part of the 
lachinery of the Federal Reserve Act. Likewise an 
merican bank director should not be forbidden from serv-
19 as a director of the Bank for International Settlements 
hich functions in connection with the foreign commerce 
: the United States. Parenthetically, I would also sug
est that national banks be expressly permitted to hold 
Ie stock of these banking institutions. 
There is another reason leading to my suggestion for 

iminating the provisions of Section 82. Section 21 of 
Ie Banking Act of 1983 contains a sweeping provision 
~ainst anyone engaged in the securities business at the 
LIne time and to any extent whatever engaging "in the 
mnell of receiving deposit'." Nevertheless, Section 82 
i the Act permits a dealer in securities to "hold on 
~posit" funds on behalf of a member bank if the Federal 
,eserve Board decides that such receiving and holding on 
~posit is "not incompatible with the public interest" and 
msequently issues a permit therefor. An irreconcilable 
lconsistency such as this should be corrected by the elim-
18tion of this provision of Section 82. 
Furthermore, the provisions in this Section 82 as to the 

Irrespondent relationship Jbetween a commercial bank 
ld a firm or institution engaged in the securities business 
~e of doubtful meaning. They should certainly be elim
lated or clarified. 
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III 
SUGGESTED ADnmONS 10 Ib6 BANKING ACf of 1933 

TO PREVENT CERTAIN PRACflCES 

As I have mentioned in an earlier portion of this State
ment, one very important contribution which the Congress 
can make toward the improvement of commercial bank
ing is to so amend our legislation as to protect the sound 
bankers of the country from a type of competition involv
ing certain undesirable banking practices which have been 
brought to the attention of this Committee and which 
experience shows should be outlawed. In line with this 
the following suggestions are Jllade: 

..d. 

The Banking Act undertakes to legislate against a cer-
tain practice out of which much embarrassment and at 

L 
times abuse has arisen. The Act 

oana to Bank Offlcers bib· ti·'" f pro Its an execu ve Olllcer 0 a 
member bank from borrowing from another bank without 
reporting tlle fact to the chairman of the board of direc
tors of his own bank. Parenthetically, it is not very 
clear just what the chairman of the board is to do with 
this. information, nor what he must do if he himself is 
an executive officer and desires to borrow, nor is the sit
uation covered where there is no chairman of the board. 
The important point is that the Act refers to borrowing 
only from another bank. .An officer may borrow from 
any other 80urce without making a report. There is no 
provision covering borrowing from brokers, private bank
ers or others. It would seem tllat the rule should be that 
all executive officers of a member bank should report to 
the board ot directors all ot their borrowings above say, 
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ome nominal minimum, related to the size of their sal
ries. Thus the Board will be informed of the obligations 
uch officers may be under to all those who are lending , 
hem money. 

B 
The Act should be so amended as specifically to prohibit 

xecutive officers of member banks from participating 
directly or indirectly in syndicates which 

Offlcers Partlcl· 4! ' , • th bli i S nil' tare ouermg securIbes to e pu c, or 
, II Y u:a es in trading accounts or pool opera-
ions in securities which are dealt in publicly. As such 
xecutive officers may be called upon to make syndicate 
)ans, and may be responsible for the formulation of the 
'olicies of their banks in connection with loans on stock 
nd bond collateral, they should be prohibited from having 
ny interest in or subscribing to any such syndicate or in 
oining in any such trading accounts or pool operations. 
lanking experience has conclusively demonstrated the 
IDdesirability of participation by bank officers in transac
ions of this kind. 

C 

The Act should also prohibit both executive officers and 
lirectors of Federal Reserve Banks from participating 

directly or indirectly in similar 
,itiollS Slwuld, Apply to syndicates or trading accounts 
III Reserve D,rectors I . D' t or poo operations. Il'ectors 0 

~ederal Reserve Banks occupy a very delicate relation
hip to the whole credit machinery. Their decisions pro
oundly affect both the money market and the securities 
~arket; consequently they should have no interest in syn
licates which are offering'securities to the public or in 
rading accounts or pool operations in securities dealt 
:l publicly. 
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D 
The Act should be so amended as to require an execu

tive officer of a member bank to report to his board of 
. directors every case where any such officer 

Outside Inte1'fl8ta becomes a director, officer or member of 
of Bank Offlcers th' firm f fin ·al d . t ·d e 0 or anCl a VlSer to any ou SI e 

interest, whether an individual, corporation or partnership, 
and, if any fee or salary is paid for such service, other than 
ordinary director's fee, the amount thereof. 

It is desirable that a bank officer, particularly in large 
cities, should have his primary interest, and usually his 
exclusive interest, in the bank for which he works. Many 
exceptions to this rule may, of course, arise-especially in 
small communities. The important thing is that his board 
of dir~tors should know and approve of any outside inter
esron the part of a bank officer. There are many occa
sions when an executive officer without question should 
be permitted to have an interest in and take a salary from 
an outside activity, but the law should require that his 
board of directors should be apprised of the details of every 
such instance, except in the case of ordinary directors' 
fees, and should approve thereof. 

E 

The Act should contain a provision covering loans made 
for reasons of policy. Banking in America is competitive 

and it should remain competitive. It 
"rpMr for RelllJOM should always be open to a good custo-
o 0 reg mer who feels that he is not being treated 

properly by one bank to take his business to another 
bank. But the level of competition in banking, as in 
every other business, should be so regulated by custom, 
by professional standards, and where necessary and pos-
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ible by law, that banks will not do unsoWld things in their 
ffort to get new business or to keep the business which 
hey have. 

One rather serious and widespread outgrowth of com
,etition between banks has been the making of loans which 
• bank would prefer not to make on the strict merits of 
he loans themselves, but which none-the-Iess it may be 
empted to make because borrowers are in a position to 
nfluence other important business of the lending bank or 
o bring important business to the bank. Such loans are 
[lade chiefl.y in the following three connections: 

1. Loans to an officer of a depositor bank; 
2. Loans to an officer of a depositor business 

. corporation; 
8. Loans to the financial agent of an important 

individual or partnership depositor. 
In a large percentage of cases it is perfectly proper to 

[lake such loans. These borrowers may present entirely 
,cceptable collateral, may handle their loans in a wholly 
,roper way, and may have individual acCOWlts which jus
ify every consideration. But the situation would be less 
ubject to abuse if there were added to the Banking Act 
• provision that in every case where a loan is made by a 
[lember bank to individuals in relations such as those speci
led above, a report should be made by the lending bank 
o the board of directors of the customer bank or corpo
ation of which the borrower is an officer, or to the indi
idual depositor or partnership for whom the borrower 
cis as financial agent, excluding, of course, cases where 
n individual acts as financial agent for the members of 
Js family. The provision ~ggested should not apply to 
Dsting loans, or renewals thereof, but only to new loans 
'r to existing loans if they are to be increased. 
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The lending bank would in such cases natu ... wy llllUl-W 

the borrower in advance that the law required the making 
of these reports, and the knowledge that the law existed 
would largely prevent improper requests from being made. 
Objection cannot be made to a provision of this sort that 
it robs the officer of the depositor bank or corporation or 
the financial agent of the individual depositor or part

. nership of his privacy in financial transactions. He need 
not borrow from the same bank that his principal deals 
with if his loan can stand on its own merits. 
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IV 
SUGGESTED REVISIONS of ,h. BANKING ACT of 1933 

TO OBVIATE CERTAIN PRACTICAL DIFFICULTIES 

In two respects the Banking Act of 1983 has placed 
pon member banks, I believe unintentionally, a number 
f immediate practical burdens which have had and will 
ontinue to have most injurious results. Relief from 
hese burdens would in no way weaken the effectiveness 
f the legislative policy in requiring divorcement of com
lercial banks and investment affiliates. The difficulties 
re created, first, by the unhappily sweeping definition of 
1e terni "affiliate," and, second, by the apparent failure 
f the Act to afford a reasonable opportunity, in these 
bnormal times, to salvage to the best advantage assets 
Ivolved in the liquidation of a securities affiliate • 

..d 

The Banking Act requires that in cases where a member 
IUlk owns or controls another corporation regular reports 
" I "Afflliate" of such controlled or affiliated cor
.Ion ° poration must be forwarded to the 
Ilthorities and published, and that the loans and invest
lents of a member bank to and in certain kinds of 
ffiliated corporations shall be restricted as set forth in 
ection 18. This is an entirely wise provision of law in 
) far as it relates to corporations which are controlled by 
IUlks through deliberate choice. The case is wholly dif
~rent, however, where such control is forced upon the 
ink as a result of accidental conditions which it could 
ot itself govern. This may be brought about, for 
[ample, from the necessity, of reducing collateral to pos
:ssion to realize upon a loan, or through or from partici
Ition in a reorganization as a means of salvaging a loan. 
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Another process whereby what may be called "acci
dentd" affiliates may be acquired is the control of stock 
by a bank in the exercise of its trust powers as executor, 
administrator, depositary, etc. 

The law does not appear to exclude, either expressly or 
by implication; any of such "accidental" affiliates from 
the operation of its requirements. Presumably, therefore, 
not only must regular reports be published of this innum
erable group of "accidental" affiliates but also loans to, 
or investments in, such corporations must· be taken into 
account in determining the limit of loans and investments 
permitted to member banks in connection with their 
affiliates. 

A number of incidental hardships have been created in 
connection with the preparation and furnishing of these 
required reports (not to mention the advertising and other 
expense involved) by reason of this sweeping inclusion 
into the fold of bank affiliates of the countless number of 
corporations which may be within the class of "accidental" 
affiliates. The accounting difficulties in preparing finan
cial statements of all different kinds of corporations, per
haps scattered all over the world, contemporaneously with 
a call by the Comptroller for a statement of condition by 
the, bank in question should not be underestimated. 

Most important of all, however, particularly at present 
when debtors in one form or another are in dire need of 
credit assistance, is the fact that a member bank may very 
well be seriously embarrassed in endeavoring to work out 
its loans (let alone the even greater embarrassment to 
debtors) if the loan and investment limitations of Section 
18 are applied (as the law now apparently applies them) 
to this great 'number of "accidental" affiliates coming 
within the Act's unhappily sweeping definition. Correc-
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ion of this situation can only be made by Congressional 
Iction taken promptly. 

To cure this-condition, as well as expressly to exclude 
'rom the term "affiliate", corporations the stock ot which 
s held by the bank in some fiduciary capacity, it is sug
~ested that the definition of the 'term "affiliate" as con
;ained in the Act be qualified by a proviso that the term 
,hall not be deemed to include corporations or businesses 
IVhich shall be controlled by a bank in a fiduciary capacity 
Ir control of which shall have been acquired in one form 
Ir another in connection with the salvaging of a bona fide 
oan. 

B 
The Act prescribes a time limit of one year from 

rune 16, 1933, for the complete separation of commercial 
_ _ _ banking from the securities busi-

-tunity to LUJuidate In ness. Every effort should indeed 
int Manner the Asset. 
~ecuritie. ARUiate be made to effect such a separa-

tion or the termination ot the 
:ecurities business of an affiliate at the earliest possible 
late. As I have heretofore stated, the securities business 
,f the securities affiliate ot The Chase National Bank had 
,een terminated prior to the enactment of the law. We 
lave also determined upon the complete liquidation and 
vinding up of our securities affiliate at the earliest pos
ible date. 

The period of one year for the termination of the secu
ities business of It securities affiliate allowed by the Glass
;teagall Bill is indeed needlessly long. A securities affil
IJ.te can cease over night to do new business, as was the 
ase with the Chase Harris Forbes organization. But the 
,eriod of one year is exceedingly short for the liquidation 
,f such an organization, under present conditions. Even 
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though the affiliate has ceased engaging in the securitiel 
business, nevertheless, a liquidation of the assets of such 
affiliate, consisting largely of unsold secw;ities, should be 
pursued in a prudent manner. For the purpose of per
mitting a prudent and orderly termination of a securitiel 
affiliate, without disturbance to market conditions and 
without incurring unnecessary losses, I suggest that the 
Act be amended. Such amendment might well permit a 
member bank one of two options to minimize or avoid loss; 
namely, either-

(1) To continue the corporate existence of its affiliate 
and its affiliation with the bank beyond June 16, 1934 
solely for the purpose of eft'ec~g a prudent liquidation 
ot its assets, and of course without conducting any new 
business; or 

(~) "To take over such assets trom its affiliate at their 
fair value and hold them pending the opportuDity to make 
a prudent disposition thereot. 

Exercise of either of these options should be subject to 
the approval ot the Comptroller ot the Currency or of the 
Federal Reserve Board as to the length of time of the con
tinuance of the affiliated relationship and also of the cor
porate existence ot such affiliate, as well as to the retention 
by the member bank ot such assets as a member bank would 
not normally be permitted to invest in. 
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V 

GENERAL 

In the foregoing discussion I have confined myself to 
luggestions for legislation intended to prevent unsound 
)anking practices and to remedy certain omissions. I 
lave said nothing about a number of other problems which 
Lre of vital importance, and the solution of which must be 
'ound before any program of strengthening the banking 
:ystem of the country can be completed. I have failed to 
ouch upon these problems not because I have overlooked 
hem, but because it does not seem to me that they are 
:ermane to that phase of the inquiry which is at the 
noment before you. 

In considering legislation it should never be overlooked 
hat the whole mechanism of trade is as delicate as it is 
:omplicated. The law cannot wisely establish too rigid 
:rooves within which business transactions shall be con
lucted. To prohibit specific practices which are clearly 
njurious is sound and to impose all necessary public 
upervision is also wise. But business enterprise, initiative 
:nd courage flourish in an atmosphere of the utmost free-
10m compatible with protection of the public interest. 

The banks and bankers of the country have sometimes 
leen held primarily to blame for the economic catastrophe 
If the past few years. Indefensible transactions were 
Ildeed entered into in the period of the speculative mania. 
Jut many more transactions, which in the light oC subse
luent events, have proved unfortunate or even disastrous, 
~ere warranted on the basis oC the situation as it seemed 
o be at the time the transactions were undertaken. Banks 
nd bankers in the United States were responsible for 
pecific acts and for certain abuses, but they did not create 
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the unsound money market situation which undermined 
so many of these transactions. The banks did not create 
the great excess ot member bank reserves which were char
acteristic ot the greater part of the period trom the middle 
ot 1922 through early 1928, and they did not cause the 
gigantic expansion ot commercial bank credit which in a 
competitive banking system is the automatic consequence 
ot a prolonged excess ot reserves in a time ot general con
fidence. Between the middle ot 1922 and April of 1928 
the deposits of the commercial banks of the United States 
increased by 18lh billion dollars while their loans and 
investments increased by Holh billion dollars. That great 
increase in commercial bank credit, unneeded by commerce, 
flowed into capital uses, generating an immense specula
tion in real estate and securities. 

;¥any.people are too prone to blame all financial evils 
upon bankers - either commercial or investment. Bankers 

have enough to atone for without 
Banker. Not to Blame b· held ·bl f . f 
for All Finllru:ial ElJila emg. responsl e or orgIes. 0 

gambling upon stock or commodIty 
exchanges or for the rapacity of individuals who seek to 
gain inordinate financial profits by reckless speculation. 
I undertake to condone no improper practices, but do sug
gest that a proper sense of perspective is necessary. 

Banks themselves were responsible when they took 
improperly secured mortgages, unseasoned, high-yield, 
narrow-market bonds, or loans against securities inade
quately margined, inadequately diversified, or which 
otherwise failed to satisfy sound banking standards. 
But they did not create the general money market situa
tion which meant for the banking system as a whole such 
an excess in the number of mortgages taken, the number 
of bonds purchased and the total of credit going into 
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ecurities, that it, undermined the entir' 'fllbilc lind made 
he ordinary standards of safety, even when applied in 
Ildividual cases with due care, no 'longer adequate. 
In looking back upon the events of the past few years, 

I'e should not permit ourselves, therefore, to overlook the 
nnumerable acts of courage and foresightedness which 
Ildividual bankers did for the relief of their customers 
,nd the community, nor should we allow the mistakes now 
'reely admitted to obscure the merit of resourceful and 
:onstructive action effectively taken. 

A banker's courage, and public confidence in the 
lanker, are interdependent. Given public confidence in 
lim and in the general situation, the banker can safely and 
)roperly do many things of constructive importance and 
'alue to the community which he dare not do if that con
idence is low. To enjoy public confidence, the banker 
Ilust, of course, deserve that confidence. His principles 
Lnd practices must command public approval. Law and 
mblic opinion must support him in the maintenance of 
ugh standards and in the courageous exercise of his oppor
unities for usefulness. 
It is clear that our banking system should be modified 

md strengthened. To do so will require a most thorough 
Ind dispassionate examination of the entire problem. 
lnder a banking system wisely improved and coordinated, 
he country's financial system should be able effectively 
md permanently to foster the national welfare. 
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O
NE of the most generally recognized solons of the pub· 

lic utility industry, Mr. Alex Dow, President of the 
great Detroit Edison Company, when recently asked 
to make an address on the present and future course 

of electric rates, notwithBtsnding his half century of out
standingly successful experience in his chosen field, disclaimed 
the idea that he was "either a prophet or a son of a prophet" 
and, therefore, could not foretell the future. It will be obvious 
to you that, even if I possessed Mr. Dow's wisdom, as my 
experience covers only a little over a quarter of a century, I 
could not hope to be a prophet either. So I shall try to give 
. you a brief review of the history of the business of public utility 
financing and the present situation, and with that background 
I shall make some perhaps obvious observations about the 
future. As so many types of business come under the heading 
of public utility, I shall deal with my subject in particular 
relation to the electric and gas industries . 

. NATIONAL AsPECT OF THill SUBJECT 

At the outset of my remarks I wish to stress as forcibly as 
possible the national aspect of the subject of public utility 
flnance. There are estimated to be over 24,000,000 electric 
rate payers and over 16,000,000 gas customers in the United 
States. Over 82,000,000 people in this country are estimated 
to receive electric service. To this class of people the size of 
their electric and gas bills are, in an important measure, de-, 
pendent upon the cost of money to the electric and gas com· 
panies. Another group which has a primary interest consists 
of the direct investors in public utility securities. Of these, 
with respect to all classes of public utilities, there are esti· 
mated to be in this country over 10,000,000. They have con· 
tributed some ,18,000,000,000 of capital to the electric and 
gas industries alone. In addition, there are millions of in· 
direct investors in the securities of these companies. There 
are the savings bank depositors, the holders of life insurance 
policies, the owners of investment trust securities and others 
who indirectly have a flnancial stake in the industry. To 
the investors, direct' and indirect, the stability and safety of 
their investments and the income which they derive therefrom 
are of primary importance. The combined interest of these 
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millions of direct and indirect investors in, and customers of, 
the electric and gas companies makes the problem of public 
utility finance one indeed of national scope. 

PUBLIO UTILITIES DIFFER FROM OTHER INDUSTllIES 

All of us are familiar with the fact that public utilities
differ fundamentally from the usual form of industrial con· 
cern. These companies are correctly believed to be "affected 
with a public interest." They are public servants engaged in 
supplying services essential to the public welfare. Their high 
fixed capital investments in relation to gross revenues are such 
that competition between similar units in a common locality 
does not make for lower rates. This was well demonstrated 
in the early history of the industry. At the outset one could 
find many separate organizations attempting to compete with 
one another in the same community. A good example of the 
result is given by the following quotation from a New York 
Stock Exchange listing application, dated October 8, 1888, 
for capital stock of the Chicago Gas Trust. This Company 
was formed to acquire control of some eight separate com· 
panies which were doing business in Chicago and its suburbs. 
I quote from the listing application: "Bitter competition was 
going on between the three principal companies occupying 
the northern and southern divisions of the City which had 
reduced the price of gas to $1.00 per thousand. The first of 
the competing companies, the Consumers Gas Fuel & Light 
Company, which had secured the largest business, was unable 
to meet its interest charges and went into the hands of a 
receiver, was foreclosed in 1885, and reorganized late in 1886. 
The second of the competing companies, the Eqnitable Gas 
Light & Fuel Company, had not reached a point where it 
could earn fixed charges. The third, which was the oldest 
and strongest of all, the Chicago Gas Light and Coke Com· 
pany, had exhausted a considerable surplus fund and ere long 
would have been obliged to borrow money to continue the 
war." This bird's eye view of the past is illuminating. Com· 
parison of the conditions existing then with those of today 
is indicative of the changed attitude toward utilities. Need· 
less to say, in due course the common ownership of the gas 
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companies in Chicago resulted in the Peoples Gas Light &I 
Coke Company of today. 

Beeause of the unsatisfactory results arising from direet 
competition, as just illustrated, public utilities are now usually 
granted a monopoly in providing their services. In return 
for this advantage they are generally subjected to state regula. 
tion in order primarily to prohibit the imposing of exorbitant 
rates. Thus, on one hand we have the public utilities with 
characteristics of high investment in fixed properties and 
freedom from direet competition but subjeet to regulation of 
rates and, on the other hand, industrials with characteristics 
·of low capital investment in relation to sales and freedom 
from regulation but faced in their operations with direet 
competition amongst each other. 

DIl!'FERENCES AFFEcT FINANCING METHODS 

These fundamental di1ferences are of major importance in 
an undersf<anding of the peculiarities of public utility finance. 
Whereas many industrial concerns are practically forced by 
the nature of their business and assets to confine the issuance 
of seeurities to preferred and common stocks plus a relatively 
small amount of debt, the public utilities, with a heavy invest
ment in fixed assets and a more stable income as a result of 
the monopolistic nature of their business and the regulation 
of their rates, are enabled to raise a substantial portion of 
their funds through the medium of mortgage or other debt 
seeurities. These companies are therefore able to take ad
vantag~ of prevailing security market conditions. Thus, when 
mortgage bonds are in demand by investors, the electric or 
gas company usually has mortgage bonds available for the 
raising of new funds; when equity securities are in demand, 
common and preferred stocks or convertible securities may 
be issued by the utilities; and when business conditions make 
impossible the raising of new money through equity issues or 
by means of long term bond issues, the public utility company 
may ofl'er short term notes. 

During the past ~our years we have seen extreme examples 
of unusual conditions which have made this flexibility of 
financing of inestimable value to the public utilities. During 
the Spring of 1928 long term mortgage bonds of these com-

3 



panies were in great demand and a number of the better known 
companies were then able to raise new money on less than a 
5% yield basis. In the first six months of that year over 
,1,000,000,000 of long term utility bonds were issued as 
against only '611,000,000 of utility stocks. With the great 
increase in speculative interest which took place during the 
latter months of 1928 and the early months of 1929, long term 
bonds were not so greatly in demand. During the twelve 
months ended June 30, 1929 the utilities provided about 
,1,530,000,000 of funds for expansion and refunding through 
the sale of stocks and convertible bonds, while long term non· 
convertible debt sold aggregated less than '690,000,000. These 
figures cover all types of public utilities. This period was also 
noted for the raising of equity funds through the issuance of 
rights to stockholders. As a result of the deflation of the 
stock market with the consequent financial hysteria late in 
1929 neither long term bonds nor stocks were readily salable. 
Accordingly, the utilities turned to the use of short term notes 
where the raising of funds was absolutely essential. Early 
in 1931 long term mortgage bonds again came into favor, and 
have since continued to account for a great majority of all 
utility capital flotations. I point out these violent fluctuations, 
from one extreme of corporate financing to another, as indica· 
tive of the ability of public utility companies not only to take 
advantage of existing favorable conditions in security mar· 
kets but also to adjust their methods of raising funds to the 
exigencies of the times. 

lILsToRY 011' EARLY FINANCING 

The early financing of electric and gas companies was 
closely similar to that of nearly all new industries. The 
hazards and uncertainties of new ventures are never attrac· 
tive to capital and the first few dollars for plant investment 
must almost always be provided by those individuals who have 
both the financial means and a high measure of courage and 
foresight. It is seldom indeed that the original capital for 
new ventures is provided by the sale of securities to the public. 
Rather we find that sm'all groups of individuals of wealth join 
together in promoting the new enterprise. Thus, in the electric 
and gas industries the forerunners of the present financial 



giants were at one time small organizations financed through 
the sale of common stock to small groups of individuals. 

The history of the gas industry goes back many years to 
1812 when the first gas company was incorporated in England. 
In the United States, gas was first introduced for public light
ing in the City of Baltimore in 1816. In the large cities man
ufactured gas qnickly supplanted the oil and candles previ
ously used for illuminating purposes. In smaller communi
ties it was not, however, economically possible to provide gas 
service. 

Although gas was then widely used for street and home 
·lighting purposes, in 1877 the arc light, made possible by the 
invention of the electric generator, had begun to attract atten
tion. Arc lights soon commenced to replace gas for street 
lighting in the larger cities. They were relegated to the past, 
however, by the invention and perfection of the incandescent 
lamp and related apparatus by Thomas Edison. 

THlil FIIIST ELECTRIo COMPANY 

The first electric company using incandescent lamps was 
the Edison Electric illuminating Company of New York, 
incorporated in 1880 and commercially operated for the first 
time in 1882. This company was unquestionably the forerun
ner of the present electric industry. The genius of Edison had 
not only invented the incandescent bulb but also developed a 
complete system of generating facilities, distribution lines, 
meters and other essential appliances. Over the course of the 
next two generations a profound change took place. Elec
tricity iLJ.most entirely supplanted gas for both interior and 
outdoor lighting purposes. Gas, on the other hand, after a 
period of readjustment, emerged as a valuable fuel for domes
tic cooking and heating and for many industrial purposes. 
Accordingly, from the turn of the century on, these two great 
industries have grown side by side and the financial problems 
of the one have been common to the other. 

The Edison Electric illuminating Company of New York 
was the foreruimer of countless local "Edison Companies" 
throughout the country. The early financial history of these 
companies is largely the same. The original capital was pro
vided by local citizens through subscription to common stock. 



The growth of business was so rapid that additional subscrip· 
tions were soon required. We find for example that the 
original capitalization of the New York Company of $1,OQO,000 
had to be increased in five years by 150%, bringing' the total 
to $2,500,000 in 1887. In 1890 the common stock again had 
to be increased, this time by an additional '2,500,000. 

The next development o~ the industry was toward the 
consolidation of small companies into larger, more compact, 
operating organizations. This tendency naturally appeared 
earlier in the gas industry than in the electric field. The 
situation in Chicago, to which I have referred, is a good 
illustration. In the electric industry we find that in August, 
1892, the Brush Electric Light Company and the Thomson 
Houston Electric Light & Power Company of Buffalo were 
consolidated to form the Buffalo General Electric Company, 
serving the entire city of Buffalo. In 1907 the Chicago Edison 
Company and the Commonwealth Electric Company were 
consolidated to form the Commonwealth Edison Company. 
In New York, on May 1, 1901, the original Edison Electric 
Illnminating Company was consolidated with the New York 
Gas & Electric Light, Heat & Power Company to form the 
New York Edison Company. Nearly all of the consolidations 
effected in those days were based upon straight exchanges 
of capital stock. In some few cases smaller companies were 
absorbed by large companies by means of outright cash pur· 
chases. Transactions of this sort were seldom on a large 
scale in those days. 

REASONS FOR CONSOLIDATION 

The countless consolidations occurring during the early 
years all point to two principal causes: first, competition 
between companies serving the same locality can not be 
endured with financial safety and adequate service to the 
public, and, second, greater financial strength and better 
service to the public result from the combination of smaIl 
units into large ones. 

With the increased size of individual units and with the 
rapid growth of the industry came the need for greater capi· 
tal funds and the need for new means of raising them. Here 
the utilities had guide posts in the shape of the railroads 
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which at t}lat time were in the full swing of expansion. Tak· 
ing the cue from them the utilities soon began to place 
greater !Iependence on the raising of funds through the sale 
of mortgage bonds. The Edison Electric muminating Com
pany of New York, as early as 1888, issued ,250,000 of 
10-Year 6% real estate bonds secured by a first mortgage on 
a portion of its pl"operty. This debt was repaid in March, 
1890, with a portion of the proceeds from an issue of 
,2,000,000 of First Mortgage 30-Year 5s. The balance of this 
issue was used for extensions as were further issues which 
appeared from 1891 on. 

As I have pointed out, the original capital almost in
variably represented private Bubscriptions arranged for by 
the promoters or by private banking houses. With the in
creased use of debt securities it was logical that the utilities 
should place greater dependence on investment bankers for 
the distribution of these securities. Thus it is true that the 
investment banking business has not only been of great help 
to the. utilities in providing a channel for the raising of funds 
but has grown in size and usefulness with the growth of the 
electric and gas industries. 

Another development of importance in the early financial 
history of the utilities was the assistance, in the form of 
credit, extended to these companies by the equipment manu
facturers. The demands for increased service outstripped 
the ability of the new organization to acquire capital. The 
manufacturers, through their willingness and ability to take 
securities of the operating companies in part payment for 
purchases of equipment and supplies, enabled the industry 
to continue its progress. I will shortly speak in more detail 
of this phase of utility financing. 

The tendency of the utility companies to provide the 
equity through the contribution of the original ]?romoters and 
to raise additional funds through the sale of mortgage bonds 
continued without interruption from the turn of the century 
for ten or fifteen years. Few changes from this general plan 
took place during this time. 

, THE CLOSED MORTGAGE 

We find in looking over the old records that the mortgage 
bonds issued in'those days were generally a simple type of 
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instrument. The deeds of trust covered the entire property 
as a first mortgage and the bonds issued thereunder generally 
ran for periods of from ten to thirty years. Failure to ap
preciate the tremendous impending growth of their organiza
tions led many companies to continue to issue bonds under 
closed mortgages and to fail to provide for the redemption 
of debt prior to maturity. The need for new funds resulting' 
from the unprecedented growth of the utilities during the 
ensuing years gave rise to the necessity of placing second 
'mortgages on the company's properties in spite of the fact 
that the closed first mortgages, had they been callable, could 
readily have been refunded. Thus, we find in the case of 
Southern California Edison Company that an issue of 
$10,000,000 Pacific Light & Power Company (a predecessor 
company) First Mortgage 5s-closed and non·callable-was 
sold in 1902. These bonds do not mature until 1942 and 
as a result subsequent issues by this great company have 
necessarily been junior lien bonds. In like fashion the 
funded debt of New York Edison Company includes nearly 
$38,000,000 of underlying non-callable bonds issued years ago 
under mortgages created between 1895 and 1899. One of 
these issues does not mature until 1995. In the case of many 
companies the original bond issues bore high coupon rates. 
The lack of call features and the closed nature of the liens 
subsequently prevented substantial savings in interest 
charges as well as improvements in capital structures. 

Continued use of the closed mortgage as a financing 
vehicle soon disclosed its unsuitability when applied to a 
growing industry. Accordingly, the next development was 
the creation of mortgages providing for the issue of addi
tional bonds, on the basis of property additions, up to a 
definite authorized limit. This limited amount was cus
tomarily set so far ahead of the Company's then apparent 
needs that it conceivably would never be reached. Continued 
expansion of the industry soon proved the fallacy of this idea. 
Authorized limits were qnickly reached, with the unfortunate 
result that new mediums of financing, junior to the closed 
non-callable issues, had .. to be found. 

Another detail of the early mortgage instruments which 
caused trouble was the limitation sometimes placed on the 
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maturity of additional issues. It was occasionally provided 
that additional issues up to the authorized limit had to mao 
ture on the same date that the original issue matured. As 
time elapsed, additional issues were thus restricted to short 
term bonds. This condition often gave rise to difficulties in 
financing during the last few years prior to the required mao 
turity date. Unsuitable market conditions might make it 
unduly expensive or inadvisable to sell short term issues. In 
such cases, the outstanding issue had to be called, or if non· 
callable, a junior security necessarily resorted to. 

THB OPEN·BND MORTGAGIII 
The creation of the open-end mortgage was a natural re

finement. This instrument was almost unknown until about 
1901 and it was several years thereafter before its applica
tion became common in utility financing. One of the earliest 
open·end mortgages created by the utilities was the first 
mortgage of the Chicago Railways Company, created in 1907. 
This mortgage provided "that additional bonds were issuable 
from -time to time to reimburse the Company for construc
tion expenditures, subject to approval by the Board of Super
vising Engineers of Chicago. 

By 1910 the use of the open·end mortgage, permitting 
the issuance of additional bonds against property additions, 
had become more general practice and by 1920 had almost 
entirely replaced the earlier forms of mortgage. It resulted 
in improving materially the llexibility of senior financing for 
utilities. Under this type of mortgage the issuance of addi
tional bonds is limited to certain percentages of new prop· 
erty eXpenditures, generally 75% or 80%, and it is usually 
required that interest charges must be protected by a margin 
of earuings. This is generally 1% to twice interest charges. 
No limitations are placed on the aggregate amount of bonds 
which may be issued or on the maturity of additional issues. 
These and other covenants are common and undoubtedly well 
known to you. They result in a medium for senior financing 
which is adaptable to the increasing size of the debtor 
company. 

ADVIIINT OJ' THIll HOLDING CoMPANY 

With the continued expansion of the industry in the years 
just prior to the world war a development of major signifi. 

9 



cance took place. Consolidations of neighboring operating 
companies into larger operating organizations were followed 
by consolidations of large operating companies into gt'oups 
under the common ownership of a comparative newcomer in 
the field of public utility corporate structures-the holding 
company. Although partial holding companies in other in
dustries-organizations which not only owned physical prop-' 
erty but also securities of other companies-can be traced 
back to 1832 and strict holding companies can be found in 
1868, it was not until 1888 that holding companies devoted to 
the gas and electric business made their appearance. It was 
nearly another generation thereafter before these companies 
began to exercise a position of importance in the industry. 

The United Gas Improvement Company was incorporated 
in Pennsylvania in 1882 to introduce improvements in the 
gas industry. Finding it difficult to induce independent gas 
companies to avail themselves of the Company's licenses for 
equipment used in the manufacture of water gas, the Com
pany, beginning about 1884, began to purchase stock inter
ests in such companies in order to facilitate sale of the equip
ment. In 1888, as the result of the acquisition of a broader 
franchise, the Improvement Company seriously undertook 
the acquisition of controlling interests in both gas and elec
tric enterprises. The original history of this company indi
cates, however, that its primary purpose was the acquisition 
of control simply as a means of stimulating the use of its 
patented processes for the manufacture of water gas. It was 
not until later that it functioned in today's accepted sense of 
a holding company_ 

The North American Company was organized in New 
Jersey in 1890 and soon thereafter began to acquire control 
of electric light and gas properties as permanent investments_ 
This Company appears to have been the first holding com
pany originally devoted to the acquisition of control of op
erating public utility companies for at least some of the pur
poses now commonly attributed to holding companies in this 
field. 

Am FROM EQUIPMENT MANUJ'ACTUBEBS 

The second development in the history of the holding com
pany occurred between 1905 and 1910 and has already been 
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briefly mentioned. During these years the demands for new 
capital by the growing utility companies was so great that it 
far exceeded the amount of such funds available. The in
vesting public had not yet become thoroughly convinced that 
electric utilities were destined for a sound future. Likewise, 
confidence in the gas companies had been shaken by the ad· 
vent of electricity as a medium for lighting. Nevertheless, 
these companies were growing rapidly and their new capital 
requirements were large. M'lmufacturing and construction 
concerns, which were engaged in supplying equipment to the 
growing companies, found their business held back by the in
ability of the utilities to raise funds. These concerns there
fore found it advisable to take payment in the form of securi
ties for equipment sold to the utilities. In some cases they 
mingled the securities so acquired with their own investment 
portfolios and reimbursed themsel-ves through the issuance 
of additional amounts of their own securities. In general, 
however, it soon appeared more advisable to create separate 
companies to own these miscellaneous investments and to use 
them -as the direct basis for the raising of funds.. These or· 
ganizations were among the forerunners of present day hold
ing companies. This is particularly true of Electric Bond 
and Share Company, formed by General Electric Company 
in 1905 to hold securities acquired in payment for equipment. 

EARLY FINANCING BY HOLDING COMPANIES 

Although the holding company was originally devised as 
a means to eliminate competition, to further manufacturing 
enterprises, or to act purely as an investment company, it 
BOon became apparent that it could also perform an extremely 
valuable service as a financing medium. This feature, together 
with. the advantages of efficiency and economy of centralized 
management, became so apparent as to result in the formation 
by 1910 of a number of holding companies unrelated to manu
facturing organizations and not dictated by the necessities 
of eliminating competition. These companies in the early 
days provided their capital funds through the sale of common 
and preferred stocks and collateral trust bonds to the public. 
The next step in financing was the sale of unsecured deben
tures, based solely on the credit of the holding company. 
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Standard Gas & Electric Company, in 1915, offered to pre
ferred stockholders an issue of $3,000,000 of 20-Year 6 % notes_ 
Likewise, American Power & Light Company, in 1916, offered 
to the holders of its preferred stock and other equity securities 
the right to buy an issue of 100-Year debentures_ The use of 
unsecured debentures did not, however, come into general 
prominence until subsequent to the world war_ 

The development of the holding company was temporarily 
delayed by the war. It was not until after the armistice, 
when the utilities once more were enabled to raise funds in the 
security markets of the world, that the holding company 
movement broke into full stride. Probably the development 
of this type of corporate organization was materially furthered 
by a more general understanding throughout the country of 
investment securities resulting from the tremendous sales 
directly to the public of liberty loan bonds during the war. 
The general public had become in this way "investment 
minded." With the cessation of direct government financing 
and with the upturn in domestic industrial business, the gen
eral public turned to corporate issues for investment. At the 
same time the earnings of electric and gas utilities began a 
rapid expansion resulting from the industry's ability to make 
extensions and improvements which necessarily had been de
layed during war time. The period from 1923 to 1929 is 
particularly noted for the great use of holding company de
bentures as a means of raising funds for the operating sub
sidiaries. The majority of the numerous holding company 
debenture securities now outstanding were issued during 
these years. 

DEVELOPMENT oJ' CUSTOMER OWNE&SHIP 

The demonstrated stability of revenues of electric and gas 
companies coupled with the ever expanding uses for the 
services provided by these companies gradually brought about 
a greater public consciousness of the value of their securities 
and by 1920 a further important development in utility 
financing had taken place. This was the sale of securities 
directly by the companies to their customers. While the sale 
of securities to customers had started as early as 1905, it was 
not until 1920 that this movement had reached a size of real 
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importance. Customer ownership sales of securities in that 
year were reported at approximately '43,000,000. By 1925 
the use of this method of raising funds had increased to the 
point of providing almost '300,000,000 for that year. While 
such sales have declined since then, this method of raising 
funds has had an unusual significance in present day corporate 
relations. The ownership of a financial interest in the local 
operating utility has, without question, made for a better 
understanding by the general public of the problems of the 
utilities. If properly handled, the sale of securities to cus
tomers has two principal advantages. These are: first, it has 
enabled the operating companies to improve their public rela· 
tions; and, second, it has facilitated the raising of new capital 
on favorable terms and occasionally at times when other 
avenues of financing have been impractical. 

As I have stated, the credit of the utilities improved rapidly 
following the termination of the world war. Ability to resume 
financing and to take advantage of marked technical improve
ments soon enabled the utilities to put their financial houses 
in order. In a few years the obligations of sound operating 
companies came to be regarded as prime investment securi· 
ties. The average yield of a representative group of high 
grade utility mortgage bonds dropped from nearly 7% in 
1920 to about 5% in 1927, 1928 and 1929. At the same time 
the improved credit of these companies had made more gen· 
erally possible the raising of equity money through the sale 
of preferred stocks. The lengthening record of successful 
operation also resulted in the recognition of the common 
stocks of many of the larger and better known operation com· 
panies as securities of an investment caliber. 

IMPROVED CREDIT STANDING OF INDUSTRY 

A recent address of Mr. Frederick H. Ecker, President of 
the Metropolitan Life Insurance Company, well illustrates 
the improvement in credit standing of the utilities. He points 
out that in 1882 only four life insurance companies operating 
in New York State owned public utility securities and their 
total investment was but ,171,000. All of this investment 
was in the securities of local gas companies. Statistics for 
life insurance companies holding about 92% of the assets of 
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all legal reserve life insurance companies in this country show 
that public utility investments in 1906 represented only 4.7% 
of the total assets. By 1921 the percentage had actually de
clined to 3%, presumably as a result of the reduced buying of 
street railway securities. The use of electrical energy was 
increasing, however, and the gas industry was entering a new 
period of prosperity. Confidence was inspired in the success· 
of the new developments and by 1924 the percentage of assets 
of the life insurance companies invested in public utility se· 
curites had risen to 4.8%. In the next eight years, greater 
appreciation of their soundness resulted in a further sub
stantial increase to 10%, representing an aggregate of 
$1,856,000,000 in this form of investment at the present time. 

In March, 1927, the State of New York amended its bank· 
ing laws to permit the investment by savings banks in mort
gage securities of electric and gas companies. These securi
ties naturally had to meet certain rigid requirements. The 
opening of this new field of investment was quickly appreci
ated by the savings banks. At the close of 1931, 19.2% of 
their corporate (railroad and public utility) investments and 
3.33% of their assets were in the securities of qualifying pub· 
lic utility companies. Both the percentage and dollar value 
of this form of investment has increased steadily since 1927. 

THill FINANCIAL EXPANSION OF 1925-29 

The period from 1925 to 1929 may, I believe, be properly 
termed the period of financial expansion of the public utility 
industry. During these years the ease of raising money was 
not only of assistance to firmly established operating com· 
panies in expanding and modernizing their facilities but also 
served to attract a speculative over-development and over· 
consolidation of existing properties. It was during these 
years that we first heard of a "new era" in which would be 
found a completely new level of prices, wages and standards 
of living. We recall vividly the theory of "common stocks as 
long term investments." It seemed for a time as though the 
proponents of the new era were right. Valuation matters 
found the utilities insisting on reproduction, rather than on 
historic, costs. The tremendous rise in stock prices to the 
point where many common stocks were selling on a lower 
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yield basis than the highest grade of mortgage bonds was 
bound to result in fierce competition for the acquisition of 
control of utility properties. This period accordingly was 
noticeable for the formation of new holding company systems. 
In some cases the acquisition of properties by these systems 
was logical in that the properties were geographically related 
and physically inter·connected. Unfortunately, in some cases 
properties were acquired without apparent regard to the dif· 
ficulties of operation where the individual units were scattered 
throughout the country. Quite naturally the purchase of 
properties in this period entailed the paying not only of high 
prices in relation to those prevailing during previous years 
but also the paying of prices based on competitive bidding. 
A substantial portion of the necessary funds had to be pro· 
vided through the medium of fixed interest bearing securities. 
Properties were purchased on an extremely low income basis 
on the theory that the growth in earnings as demonstrated by 
the past .could not be interrupted and that any excess pur· 
chase"cost could be written off out of increased earnings over 
the course of the next few years. . 

Examples of over-expansion and over-promotion that can 
be cited show that the companies which were· t1nable to 
weather the economic storms of the succeeding years were 
almost invariably those which were created during the boom 
period at too bigh costs and without logical plans of geo
graphical and corporate organization and which were bur
dened by heavy debts. 

On the other side of the ledger we find that the great mass 
of public utility concerns utilized the period of easy money 
to improve their financial set-ups and their physical equip
ment, to extend their lines and mains to new territory, and 
to acquire control of adjacent properties which could readily 
be integrated with those already owned. The benefits of cen
tralized control, purchasing and financing as made possible 
by many consolidations then undertaken should in due course 
be of very material benefit not only to the investors in the 
securities of these companies, but also to the ultimate con
sumer of their services who should, as a result of greater 
operating efficiency, receive lower rates. 
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The same period was also particularly useful in the 
strengthening of capital structures through the sale of com· 
mon and preferred stocks and through the refunding of 
existing high coupon and dividend rate securities. We find 
that approximately 30% of the financing undertaken by utili· 
ties during 1927 and 1928 was utilized for refunding purposes 
as compared with less than 14% during 1924 and 1925. The" 
sound, well managed companielt-both operating and holding 
-did not indulge in excesses which were to overcome them 
during the ensuing years. 

THill PlIIRIOD OJ' RlIIADJUSTMIIINT 

Following the era of speculation and inflation there was 
bound to come a period of readjustment. We all know that 
it began in the Fall of 1929 and, in spite of several false 
attempts at recovery, continued until the summer of 1932. 
This period has been a test of fire for all forms of corporate 
organization. I am happy to say that the public utility in· 
dustry as a whole has fared far better than almost any other 
type of business. This has been due in part to its nature. 
Operating companies in this field are, as I have mentioned, 
regulated as to return; they operate a monopoly; they 
furthermore provide services which are in the public interest. 
Above all, they have had a high grade of management. All 
these elements combine for a relatively stable and sound busi· 
ness. As a result, earnings of public utility operating com· 
panies, while experiencing some decline, have held far above 
the average for industrial and railroad corporations. Due to 
heavy underlying capitalizations, the earnings of a number 
of holding companies have been more adversely affected. 
Nevertheless, the decline in market prices for public utility 
stocks in general has far exceeded the decline in earnings per 
share. Prices for public utility stocks have declined in sym· 
pathy with the prices for industrial and railroad securities. 
In addition, they have declined in the process of getting back 
to a more reasonable level, based more on dividend return 
than, as heretofore, 011. future prospects. Twelve public util· 
ity common stocks (of both holding and operating com· 
panies) listed on the New York Stock Exchange, picked at 
random a few days ago, are now selling on an average of 
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about nine times 1931 per share earnings. These same stocks 
provide an average current return of about 8% on the present 
market price. At their highs in 1929 they sold for thirty· 
seven and one-third times 1928 earnings and provided a yield 
of only 1.88%. Ten of these stocks pay dividends and such 
dividends are in the aggregate 16% lower now than they 
were in 1929. Eal-nings per share, {In the same basis, are 
17.9% lower. The market value is 80% lower. 

THE LESSON OJ' EXPERIENCE 

It seems to me that the tremendous decline in equity 
values, the reduced earnings, the difficulties of financing and 
other hardships through which the utilities have come have 
not becn without a full measure of beneficial results. The 
most valuable of these is the lessoJ,l of experience. Here
tofore the utilities had successfully faced many problems of 
divergent nature. The early period of organization and 
growth ha,d its problems. The later days of expansion, when 
new capital was not readily available, brought other hard· 
ships not easy of solution. The war period, with coincident 
tremendous increases in costs of equipment and fuel, required 
a strenuous tightening of the belt. The depression of 1921 
had its problems. But at no time heretofore has there been 
experienced a depression of the magnitude, severity, and 
wholesale nature of the one from which we are now emerging. 
The recession in utility earnings, although small in per
centage, has been greater than many would have thought 
possible a few years ago. Coupled with this came problems 
of refin'ancing of great magnitude. 

The highly successful manner in which the industry as a 
whole has passed through this difficult period is a good cri· 
terion of its fundamental soundness and augurs well for 
its future. 

FINANOIAL ACCOMPLISHMENTS UNDER DIlI'J'IOULT CONDITIONS 

In the financing of utilities the year 1932 should long be 
remembered as a pe,.-iod during which difficult financial tasks 
were successfully accomplished. The public utility industry 
entered the year ,faced with the problem of refunding over 
f377,OOO,OOO of maturing obligations, exclusive of traction 
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and rapid transit securities. During normal periods this 
amount of refunding would not have appeared difficult. 1932 
was not a normal year. Security market conditions °grew 
steadily more nnsatisfactory as time moved on and the peak 
of maturities occurred during the summer months which were 
the most unsettled market-wise of all. Nevertheless, we now 
find that only about 6% of the total maturities remain un· 
paid. This is a record of which the industry may well be 
proud. It signifies a high degree of cooperation between 
banks, investment bankers, the utility companies and the 
investing public. In some cases it was impossible to provide 
the necessary funds through security flotations. Here the 
banks stepped in with temporary assistance in the form of 
bank loans which were subsequently liquidated by the sale 
of securities under the improved conditions obtaining later 
on in the year. In other cases, the maturities were met by 
exchange offers of new securities, plus cash. Acceptance of 
these offers by the holders of the maturing securities was of 
material assistance in enabling a number of companies to 
forestall receivership. Such action accordingly was of bene
fit both to the security holders and to the companies. By far 
the greater proportion of the securities, however, was paid 
initially or very shortly thereafter through the direct sale of 
securities to the public. 

During these unusual times no clearly defined trend of 
the methods of financing can be discerned other than the 
natural use of the mortgage bond. Obviously, in times such 
as these, neither new issues of holding company securities or 
of equity stocks can be readily sold to the public. This is not 
different from similar periods of the past. 

Today we find signs of hope on the business horizon. The 
rate of bank and business failures has materially decreased 
from its high point earlier this year; confidence has replaced 
fear; funds are returning to the banks from hoarding; the 
drain on insurance companies through policy loans has 
slowed up; banks and similar institutions find themselves 
with a plethora of cash or government obligations; the need 
for unusually high liquidity is gradually disappearing; em
ployment is picking up. Dollars can not long remain idle 
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and already the effects of this situation are being demon· 
strated through higher prices for prime obligations of sound 
utility and industrial concerns. 

PUBLIC UTILITIES IN STBONG POSITION JI'OE FUTURE 

The utility industry finds itself well prepared for the 
future. Operating properties have in general been kept in 
good condition; maintenance has not been deferred for bet
ter times; advantage has been taken in some measure of the 
technical and scientific developments of the past few years. 
While there exists an excess of generating capacity in many 
localities, this has not reached a point of danger. On the 
other hand, it indicates that the revenue from the first in· 
crease in sales should largely carry through to net earnings. 

Financially as well as physically ·the large operating com· 
panies are in good condition. Conservative dividend policies 
of the past have stood them in good stead. New construc· 
tion !!JPenditures were not necessary in the face of declining 
sales, and earnings formerly used for this purpose have been 
stored up as a back log for future needs. Whereas funds are 
returning to the field of investment, in the immediate future 
new money will largely be needed by the utilities only for 
refunding purposes and for a limited amount of distribution 
line construction. In 1931 over 38% of utility financing was 
devoted to refunding. For the first ten months of this year 
over 46% has gone for the same purpose. 

During 1933 the amount of maturing issues is consider· 
ably less than last year. Excluding tractions, the aggregate 
of maturities next year is only about $208,000,000 as com· 
pared with $377,000,000 last year. Of the $208,000,000 about 
$18,000,000 are now in default. It appears probable, there· 
fore, that the amount of utility financing during 1933 will 
be considerably less than in 1932, although a return of busi· 
ness conditions to a more normal level during the year might 
well result in the sale of a larger amount of securities for 
providing new capital than would now be expected. 

In the holding company field we find at present compara· 
tively few serious weak spots left. There are some, and it 
may well be that some additional companies will be faced 
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with the necessity of reorganization or elimination. By and 
large, however, most of the large and important holding com· 
panies have weathered the storm successfully. 

MIsLEADING CONCEPTIONS OF THE INSULL FAILURE 

The failure of certain of the so·called Insull holding com·, 
panies in 1931 was a severe blow to the utility industry. It 
is natural that it should be so, for the Insull system as a 
whole constituted probably the largest aggregation of utility 
properties under the control of one group of individuals. The 
newspapers have seen fit to speak of the collapse of the Insull 
Empire as a whole. These reports are misleading. The 
Commonwealth Edison Company, Peoples Gas Light & Coke 
Company and the Public Service Company of Northern Illi· 
nois, the three largest and most important operating units in 
the Insull system stand today as examples of well operated 
organizations, physically and financially sound. These three 
companies handled this year an aggregate of '60,000,000 of 
maturities which were paid in full in cash when due. Nearly 
all of the other operating properties controlled by the sam" 
interests are today in sound financial condition. The diffi· 
culties of Insull Utility Investments, Inc.; -Corporation 
Securities Company and Middle West Utilities Company did 
not result from a weakness of the operating companies. Ex
pansion, which turned out to be excessive, and failure to cor
rectly estimate the duration of the depression coupled with 
a contest for control of properties seem to have been the pri
mary causes of the failure of these three companies. 

Today we stand at the threshold of a new year. We have 
behind us a long period of hardships and discouragement. 
The future will unquestionably have its difficulties, but 
these should be possible of solution as have been those of the 
past. With the help of our hard experiences of three years 
of depression we should not only be able to meet the prob
lems of the future but also to make real progress in construc
tive action. Past experience indicates the advisability of 
making improvements in practice which should be construc
tive in that they will strengthen the credit standing of the 
utilities. 
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The holding company as applied to this industry probably 
has been one of the major factors resulting in the phenomenal 
growth of the industry. Without this form of corporate or
ganization the continued trend to lower rates and better 
services might well have been materially retarded. Funds 
could not have been provided in sufficient quantity at low 
enough cost to permit expansion and improvement of the 
facilities of countless small local operating organizations, 
with the resulting decreases in rates. Yet today we hear from 
many sides great criticism of the holding company. To it are 
laid all forms of financial evil. The failure of certain large 
units has caused advocates of governmental ownership to 
class nearly all holding companies as devoid of real merit. 
This broad criticism I believe to be ill·founded and unjustified. 
Many examples abound today of holding companies which 
were, and are, strong, solvent and essential to the industry. 

ELIMINATION OB' UNWISlD PRACTICES 

Tliat the holding company is susceptible of mismanage
ment none will deny. Likewise, none will deny that some 
practices indulged in during the past must be eliminated in 
the future. One of these is the unwise use of operating com· 
pany credit to assist the holding company. "Upstream" ad· 
vances of funds froll!, subsidiary to parent should not occur. 
The operating company is in the business of supplying its 
customers with the best possible service at the lowest possible 
cost commensurate with a fair return to investors in its 
securities. A sound financial condition is essential to the 
proper functioning of this duty. Loans to weaker parents or 
the use of operating companies' credit to provide funds for 
other unrelated organizations cannot be condoned. Similarly, 
the disposition of earnings available for dividends must be 
guided not by what the holding company requires, but by 
prudent business judgment as to what is best for the operating 
company. Fortunately, the capable and intelligent manage· 
ment of the leaders of the industry and of the investment 
banking fraternitY. recognize the unsoundness of this practice 
and steps have been and will be taken to cure it. 

A further de,sirable development is the gradual exchange 
of properties among the large systems ,so that geographic co-
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ordination of the units in each system may be more logical. A 
notable step in this direction was taken in 1930 by the North 
American Company when it sold to Pacific Gas & Electric 
Company its controlling interest in the San Joaquin Light 
& Power Corporation, the Great Western Power Company and 
Midland Counties Public Service Corporation. These com· 
panies were physically inter-connected with the properties of 
Pacific Gas & Electric Company and the exchange thereof by 
North American for a large stock interest in Pacific Gas & 
Electric was a logical and foresighted step. By this type of 
exchange a better integration of management and control can 
be accomplished. It is not necessary that each holding com
pany should control properties in only one state. The ad
vantages of diversification should be retained but scattered 
groups of properties throughout many states should be so 
re-arranged as to fall into groups of sufficient size to permit 
economies of consolidated operation. I believe that the re
arrangement of ownership in this manner will be an important 
and far reaching tendency of the future_ 

DEVELOPMENT 011' PUBLIC INJI'OBMATION 

Fuller provision of information to the public concerning 
the operations of the corporate giants of the day is another de
velopment which should continue to take place. Already 
noticeable strides in this direction have been taken. In hold
ing company groups detailed income statements and balance 
sheets should be rendered not only on a consolidated basis 
but also for the reporting corporation alone. Sufficient detail 
must be provided so that those who are interested may satisfy 
themselves as to the soundness of the situation in question and 
not be forced to take somebody's word for it. Furthermore, 
these statements should be so arranged as to make them 
capable of analysis by the average well informed investor. 
As an additional suggestion in this connection, I feel that 
much good could be accomplished by the adoption of a uni
form classification of accounts for holding companies. There 
are, of course, some companies which act in unusual capaci
ties, or have other peculiarities not common to the group as a 
whole. It would perhaps be impossible for these companies 
to adapt their accounts to a standardized classification. The 
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majority of holding companies in the industry, however, could 
do 80 to advantage. A step in this direction would make more 
readily possible comparisons and analyses of the securities of 
these companies. Also I believe that it would be sound busi· 
ness and would tend to increase confidence, no matter how 
great it now may be, if all holding companies had their ac· 
counts and those of their subsidiaries audited annually by 
certified public accountants and included statements so veri· 
fied in their annual reports. 

Further refinement in the nomenclature of securities is 
necessary. For example, mortgage bonds must not be called 

. "first mortgage bonds" unless they are such. Unsecured de
bentures should not be called "bonds." The distinction be
tween voting and non·voting common stocks must be clearly 
drawn. These measures and others of similar nature will, if 
consistently adopted, be of benefit to the issuing corporations. 

SBeURlT'{ SALES TO CUSTOMERS 

The desirability of the sale of equity securities of holding 
companies to customers of the operating companies is open 
to serious question. Prior to the Fall of 1929 this type of 
preferred and common stock was sold, in some cases, to the 
uninformed customer of the local operating company. Local 
company employees became high pressure salesmen for hold· 
ing companies' securities. Purchasers may have believed that 
the securities which they were buying represented in sub· 
stance, if not in name, the earning power of the local company. 
The lluctuatious of business conditions and earning power are 
more pronounced in effect on holding company securities than 
on those of the operating subsidiaries. Unfortunate financial 
losses to these customers and impaired public relations of 
the utilities have on occasion been the result. The customers 
of the operating company are generally not in a position to 
take the ordinary business risks incident to the purchase of 
holding company junior securities. A primary object of cus· 
tomer ownership sales should be to insure safety of investment 
for the customer. Accordingly, I believe the sale of securities 
to customers should be confined to securities of the operating 
companies and, possibly in some special cases, to senior securi· 
ties of the holding company. This will give to the customers 
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a greater degree of safety in addition to obtaining for the 
utilities the desired financial interest on the part of the cus
tomer_which in turn may be developed into better public 
relations. 

TEcHNIOAL RlIInNEMIIINTS IN FINANCIAL INSTRUMIIINTS 

There are numerous technical details concerned with cor· 
porate financing which we recognize are capable of improve
ment. Of these I will mention only one; this is the need for 
a further strengthening of the negative pledge clause con· 
tained in most unsecured debenture agreements. This is par· 
ticularly an essential refinement in reference to holding and 
investment company debentures. The common provision is 
that the assets of the debtor company must not be pledged, 
except for periods of less than one year, without equally 
securing the debentures. This provision, as generally used 
in the past, has developed an unsuspected weakness. Pledges 
as security for bank loans nearly always are intended to be 
for periods of less than a year. Unforeseen events sometimes 
make these short term loans assume the nature of semi· 
permanent borrowings. Some sort of definite restriction 
must be placed on the amount of borrowing which may be 
accomplished in this fashion. If this is not done, the time 
may well arrive when a continued decline in the value of the 
pledged assets will result in the continued pledging of addi· 
tional assets until the supposed security behind the deben
tures had been entirely subjected to the pledge. A further 
decline would then wipe out the debenture holders without 
giving them any possibility of recouping thm losses. It is 
alleged that this is exactly what took place in the Insull situa
tion, with a fatal effect on debentures which originally had 
behind them a full sufficiency of assets. This leads to the 
conclusion that such debentures as may be issued in the 
future must have either strong and effective negative pledge 
clauses or else be protected by the actual pledge of collateraL 

SIMPLIJ"lOATION OJ' CAPITAL STIlUOTURlIIB 

A final suggestion~which is not new or original but 
which bears repetition-is that the holding company systems 
should undertake a more general simplification of corporate 



structures and eapital securities. A corporate set-up which 
may readily be analyzed makes for a better appreciation of 
the value of securities outstanding thereunder. Capital 
issues which are not complex are as a rule preferred by in· 
vestors to those which are involved. Important steps in these 
directions are being made by many companies. They should 
be continued. 

As to the future, my remarks will be brief as I have al
ready disclaimed any relationship to a prophet. For the near 
future I expect that new funds for the utilities will be raised 
primarily through the issuance of mortgage bonds. As we 
gradually emerge from the present period of reduced earn· 
ings and generally inactive business, equity securities will 
again be utilized as an important means of providing eapital. 
For those investors who seek possibilities of appreciation, 
and who can take the business risks 'coincident thereto, the 
common stocks of holding companies will offer an attractive 
medium. Improvement iii earnings, the regaining of more 
normal· secUrity markets and a continued return of confidence 
should result in the common stocks of sound operating com
panies being regarded, more than ever before, as an invest
ment medium. The average individual investor will continue 
to recognize as sound investments the mortgage bonds of 
ope~ting compauies and the debentures of conservatively 
eapitalized holding companies, backed by the ownership of 
equity securities having tangible value and proven earning 
power. I look to continued use of the holding company as a 
means for economic and efficient financing and management 
of operating properties. The operations of these companies . 
will be carried on in a sounder, more conservative fashion. 

A BILIGHT FUTUllID J'OB ELBOTILIO AND GAS lNDullTlLIBS 

In conclusion, I look forward to a bright future for the 
electric and gas industries. This I feel to be so in spite of 
the investigations and counter investigations, the political 
recriminations, and other forms of attack from which the 
utilities are suftering as did the railroads some twenty to 
twenty-five years ago. Although electric and gas services 
now represent one of the smallest items of cost included in 
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living expenses, rates will be further reduced as a result of 
technical improvements in the methods of production and 
distribution. Greater consumption will follow lower rates 
and the discovery of new uses for these services. More con
servative and constructive :financial policies will assist in re
ducing the cost of capital. The:flnal result will be a steadily 
widening recognition of the investment merit of public utility 
securities. . 

------~------
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THE CAUSES of THE 
PRESENT DEPRESSION 
and POSSIBLE REMEDIES 
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The Finance Committee of the United 
States Senate has been directed to study 
and analyze the causes of the present 
depression and possible legislative remedies. 
At its invitation Mr. Aldrich appeared 
before the Committee at Washington, D. C. 
on Wednesday, February ZZ, 1933, and 
made the statement which is published 
hereir.. 



THE CAUSES of THE PRESENT DEPRESSION 
and POSSIBLE REMEDIES 

..... 
MR. CHAIRMAN: 

I am glad to appear before you in response to your 
invitation, not because I have any pailacea to present, but 
because I think it eminently desirable that there should be 
frank interchange of opinion between those who are charged 
with responsibility for government and those who are 
charged V{ith· responsibility for finance and for other phases 
of the economic life of the country. It is in some ways 
unfortunate that the political capital and the financial 
capital of the country should be separated. Misunder
standings between the financial community and the Congress 
have created many needless difficulties. . I feel sure that 
many of these misunderstandings would pass away an.d 
better cooperation would exist if we knew one l1-nother better 
personally, and had the opportunity of talking more fre
quently and frankly with one another. 

I understand that you wish me to present my views as to 
proper remedies for the present economic trouble. In order 
to do this it is necessary that I should first undertake to 
diagnose the situation, and I will ask you to" bear, with me 
therefore while I present something of the 'history of the 
events which led up to the existing situation. This will 
introduce the presen.tation of the remedies which I shall 
venture to propose. 
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CAUSES 

The present depression has, of course, many features 
preceding depressions. Any period of intense financial a 
business activity develops stresses and strains and mal. 
justments which compel liquidation and reaction. But 1 

unprecedented severity""":absolutely unprecedented as 
back as good statistical records g()-()f the present depr 
sion, and the slowness with which the automatic restorat 
forces have worked, must be found in certain unprecedenl 
circumstances which have preceded it. These are, I belie' 
as follows: 

(1) Shift from Debtor to Creditor Position of U. S. 
The immense shift produced by the war in 

international debtor and creditor relations, 
and, very especially, the great shift of the 
United States from a debtor to a creditor nation. 

Before the war we owed Europe a great deal of mon4 
represented largely by American stocks, and bonds h4 
abroad. During the war we re-purchased ,most of thE 
and we bought a great many European securities. Final 
following our entrance into the war in 1917, our own govel 
ment advanced roughly ten billion dollars to our Europe 
allies. 

Before the war we paid interest and amortization on 0 

debt to Europe by sending out ,an excess of exports ov 
imports. In general the normal thing for debtor countri 
is to have an excess of exports over imports, and for credit 
countries to have an excess of imports over exports, or a s 
called "unfavorable" balance of trade. England before t: 
war regularly received about a billion dollars more impol 
than she sent out in exports, the difference being covered I 
her interest on foreign investments, her shipping serviCE 
banking services, and other items. France regular 
received about half a billion dollars more a year than sl 
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sent out in goods. Germany, the Netherlands and Switzer
land all had import surpluses or unfavorable balances of 
trade, because the rest of the world, debtor to them, paid 
them in goods. The logical expectation following the war 
was that countries formerly creditor and now debtor would 
send out an excess of exports, and that countries formerly 
debtor and now creditor would receive an excess of imports. 

(2) I nler-gOllemmental Debls 

One of the worst legacies of the war was the existence of 
the inter-governmental debts, and especially the reparations. 
These debts involve both a budgetary problem and a 
transfer problem. 

The budgetary problem is the problem of raising the 
money that has to be paid tp the foreign government through 
taxation or other means in the debtor country, and in the 
currency 'of the debtor country. As all the principal debtor 
countries, very especially Germany, had exceedingly high 
taxes anyhow, taxes running far beyond anything we have 
experienced in the United States, the additional pressure 
on their budgets of raising the money for inter-governmental 
payments was very severe. This was softened for England, 
and eliminated for France, so long as Germany paid repar
ations. In the case of Germany herself, however, the pressure 
was so great as really to be endurable only in times of very 
active business, and it was a major contributing factor to 
the fiscal deficit which was so embarrassing to Germany in 
late 1928, in 1929 and in subsequent years. The existence 
of the huge reparation debt, moreover, greatly lessened the 
credit of the German government, so that it was unable to 
make much use of the resource which a great government 
usually can use in times of depression, of borrowing to fill 
in the gap between its revenues and its expenditures. 

The other problem involved in inter-governmental debt 
payments, as in aU international payments, is the transfer 
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problem-the problem of exchanging the domestic currene 
for the foreign currency in which the debt payments ha, 
to be made. A debtor country can make payments in tt 
currency of the creditor country to the extent that it ca 
send out a surplus of exports over imports, or can entertai 
foreign tourists or can perform shipping services, etc., or 1 
the extent that it can borrow foreign currencies, the latt4 
being of course not a real solution but merely a defermel 
of the problem. 

If there had been adequate freedom of movement of gOO( 
from country to country, the debtor countries could ha, 
solved this transfer problem by sending out goods. BI 
the existence of the reparations and other inter-government: 
debts was a great factor contributing to international feal 
regarding the movement of goods, and intensified the wid, 
spread policy of tariffs and other trade restrictions whie 
the world has been engaging in on an increasing scale sinl 
the war. During the period when bank credit was expanc 
ing rapidly and foreign loans were placed easily, transfe: 
were made without difficulty. But when there came 
sudden cessation of foreign loans and debtor countries wei 
suddenly called upon to pay, the problem of transition Wl 

a grave one. Germany herself did make the transition i 
1929, and began to send out more goods than she took il 
and some other countries made heroic efforts along the! 
lines. But almost immediately a movement began to ste 
this by further trade restrictions and when we ourselvI 
raised our tariffs still higher in 1930 there came a vel 
general and widespread intensification of trade restrictiol 
throughout the world. Tariffs are not the only, or even tt 
worst, trade barriers. Quotas, vexatious inspections, eJ 

change controls, and many other trade barriers can be evE 
more restrictive. The payment of inter-governmental deb; 
became increasingly difficult, although they were continuE 
down into the summer of 1931. 
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(3) High ProlutirJe Tariffs 

Our own high protective tariff policy inaugurated in 1922, 
preceded by some increases in 1921, prevented our foreign 
debtors from sending us goods in adequate amount to pay 
interest and amortization on their debts and at the same 
time buy our exports in accustomed amount. This tariff 
policy would promptly have checked our export trade but 
for the extraordinary financial development next listed. 

(4) Cheap Money and Bank E:epansion 

The gigantic and unprecedented expansion 
of commercial bank credit in the United States 
from the middle of 1922 to early 1928, amount
ing to 14~ billion dollars in loans and invest
ments and 13~ billion dollars in deposits, 
accompanied by great expansion of bank 
credit in many parts of the world. 

This expansion was due (a) to gold coming to us from 
other countries which were off the gold standard, and 
(b) to cheap money policies of the Federal Reserve Banks, 
both of which operated to create exceSs reserves in the 
member banks, with the resultant multiple expansion of 
member bank credit. 

Perspective on the figures for expansion given above is 
gained by recalling that the expansion of bank credit 
required to win the war, from early 1917 to the end of 1918, 
was only five billions, eight hundred millions in deposits 
and seven billions in loans and investments. 

The vastly greater expansion in the period from 1922 to 
1928 was notneeded by commerce and was not used by com
merce, and went into (1) real estate mortgage. loans in 
banks, (2) instalment finance paper in banks, (3) stock and 
bond collateral IQans in banks, including loans against 
foreign stocks and bonds, and (4) bond purchases by banks, 
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including foreign bonds. The consequences of this great 
expansion of credit, used in these ways, were, of course, 
excess construction, including road building, real estate 
speculation on a great scale, over-expansion of instalment 
buying, and an immense over-issue of securities including 
many ill-considered securities~ but including also many' 
others which would have been good if the total over-issue 
had not been so great, the rapid multiplication of bond 
houses, investment trusts and other financial machinery and 
a progressive deterioration in the quality of bank credit. 
The 25,000 banks of the country were not in a position to 
prevent this expansion and their managements were led 
inevitably into many mistakes in policy because of it. The 
control of the expansion was in the hands of the Federal 
Reserve System. 

Bank Expansion, Foreign Loans and Export Trade 

One very important incident of this expansion was the 
masking of the difficulties of international debt p~yments, 
including interallied debts and reparations, and the main
tenance of our export trade despite trade barriers. This was 
particularly true following the Dawes Plan in 1924. The 
Dawes Plan was accompanied by an immense government 
security buying programme on the part of the Federal 
Reserve Banks. Following this came a tremendous volume 
of foreign loans which offset the influence of the high pro
tective tariffs upon our export trade. We were able to get 
out, especially following the summer of 1924, a great volume 
of farm products and raw materials at good prices which 
restored, in a precarious fashion, the balance between agri
cultural and raw material production on the one hand, and 
manufacturing on the other hand, giving us active business 
while the foreign loans went on. 

The following table exhibits the relationship between 
American exports and foreign loans, and agricultural prices. 
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AMERICAN EXPORTS, IMPORTS, FOREIGN LOANS AN~ 
AGRICULTURAL PRICES 

(In miIliona of dol1ar8) ~~~:.:lf tJ! 
New Foreign at the Farm. 

Exceos of Seeurity Yearly Average 
Exrt~ I~~ea 1910-1t2;100' 

376 267 135 
981 1,047 134 
683 1,078 147 

Exports Imports 
1922 3,832 , 3,113 
1923 4,168 3,792 
1924 4,591 3,610 
1925 4,910 4,227 

377 1,145 136 
680 1,562 131 

1,037 1,319 139 
842 759 138 
782 1,010 117 
333 255 80 
295 26 57 

1926 4,808 4,431 
1927 4,865 4,185 
1928 5,128 4,091 
1929 5,241 4,399 
1930 3,843 3,061 
1931 2,424 2,091 
1932 1,618 1,323 
'Year Book of A&ric1JIture, 1932, p.902. Crops and Markets, January, 1933, p. 31. 

(5) TM Three Main Causes of tM Depression 

In these three factors, then, (a) inter-governmental debts, 
(b) high protective tariffs 'and other trade barriers, increasing 
in severity 'throughout the commercial world, including high 
protective tariffs on the part of our own great country, 
which had suddenly become creditor on a great scale, and 
(c) six years of cheap money and rapid bank expansion, we 
have the main explanation of the unprecedented financial, 
boom, the unprecedented financial break and the unpre
cedented severity of the depression. 

(6) Artificial Price Maintenance 

An important secondary factor was growing interference 
with natural competitive markets in the period preceding 
1929, partly governmental and partly by private organiza
tions, The efforts to valorize wheat by holding movements 
proceeded on a great scale from 1926 to 1929. Through the 
activities of the Canadian grain pool and holding movements 
under government auspices in Hungary and elsewhere, the 
world's visible supply of wheat was nearly doubled between 
the summer of 1926 and the summer of 1929. In the autumn 
of 1929 our own ,Farm Board stepped in. The net effect 
of these efforts to maintain the price of wheat was merely 
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to defer the facing of facts. Production held up more th·an 
it would otherwise have held up, consumption was checked, 
and surplus was accumulated. A similar policy, with a 
similar result, appeared in the case of copper, though the 
business interests responsible for the policy were quicker to 
recognize their mistake and quicker to change their policy' 
than was our government in the case of wheat. 

(7) Cheap Money in U. S. an4 in Englan4 
The cheap money policy of the United States was part of 

a policy of cooperation between the Bank of England and 
the Federal Reserve Bank of New York. The British 
believed that cheap money and expansion of bank credit 
were all that were necessary to get good business going again, 
and that they could be used as a substitute for industrial re
adjustments, including the scaling down of prices and costs. 
Without the strength in gold which we had in the United 
States, they tried to force the policy through anyhow. They 
failed to get good business by this policy, but they did 
succeed in getting credit so over-expanded that when the 
acute pressure came in the summer of 1931 they found 
themselves in a frozen position and without adequate gold 
reserves, and abandoned the gold standard. 

The last chance the world had to call.a halt on the 
over-expansion of credit and on speculation based on the 
over-expansion of credit without an unmanageable reaction 
was in 1927. I am informed that the Bank of France and 
the Reichsbank in Germany did try to tighten up then, 
Paris warning London that it was having to buy too much 
sterling, that "easy money in London was financing specu
lation in the French franc and that the Bank of France, 
though reluctant to pull gold out of the London money 
market, would have to convert sterling into gold unless 
the process stopped. 

The conference of the governors of the central banks held 
in New York in the summer of 1927 had a very momentous 
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aecision to make. Represented there were the Bank of 
England, the Bank of France, the German Reichsbank and 
the Federal Reserve Bank of New York. The representatives 
of the Reichsbank and of the Bank of France are understood 
not to have made any commitment regarding policy at this 
conference except a promise to communicate their intentions 
with respect to taking gold from London and New York in 
the future. They left the country before the governor of the 
Bank of England did. Following this conference there came 
in the early autumn of 1927, a renewal and an intensification 
of the cheap money policy of the Federal Reserve System. 
The rediscount rate was first reduced by the Kansas 
City Federal Reserve Bank, followed shortly by most of the 
others. Several hundred millions Of government securities 
were purchased by the Federal Reserve System. Bank 
expansion. moved rapidly, and almost all of it went into the 
securities market, either in the form of bank investments in 
bonds or in the form of collateral loans against securities. 
Shortly following this began a very intense speculation in 
securities, with rising security prices which ran through 
1928 and into the late autumn of 1929. 

(8) Gold E:cchange Standard 

Beginning in the middle of 1926, there came an extra
ordinary development in the substitution of balances in 
foreign banks, for actual gold in the central banks, as 
reserve money-the so-called "gold exchange standard," as 
distinguished from the strict gold standard. In the two 1-
years that followed this went very far. In particular, 
dollars borrowed in the United States through the flotation 
of bonds were used by foreign central banks as a substitute 
for gold, and funds borrowed in London in the form of 
sterling balances in British banks were similarly used as the 
reserves of Continental banks. This permitted the credit 
expansion at home and abroad to go much further than if 
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each bank had carried its own gold. It created a very 
dangerous situation, the extent of which we realized in the 
Winter of 1931 and the Spring of 1932. 

The Liquidation of the Gold Exchange Standa,d 

Events began to move very rapidly in 1931. First, 
Austria was pulled down. Then Germany, though repaying 
gigantic sums to her creditors, was finally obliged to ask for 
moratorium and Standstill, and then the run on England's 
gold reserve began. The gold exchange standard on a great 
scale is only a fair weather proposition. When doubt 
arises regarding the goodness of balances in foreign markets, 
and different countries seek to convert their balances into 
gold and bring them home, a very difficult situation is 
created. England and Ge~'."l!l..!l),_,!er~ .!ll1aJ:>le • to_'Pe~_t this 
situation. We oursetves were so strong in gold that we did 
IDeeFit But the liquidation in 1931 and 1932 of the gold 
exchange standard, which had been built up by the over
expansion in 1926-28, was one of the big factors in intensi
fying the present depression and making it as severe as it is. 
We must never let international short term credit relations 
get over-extended to this extent in the future. 

Inlef'1Jational Coop~ation of Cent,al Banks 

This leads me to an observation regarding proposals that 
there be international central bank cooperation designed to 
regulate commodity prices or designed to keep cheap money 

'throughout the world in ordinary times, with a view to mak
ing world prosperity. The experience of recent years surely 
justifies grave reservations on this point. Our effort to 
cooperate with England from 1924 on, and especially in 
1927, was very largely responsible for the excess of cheap 
money which has made us so much trouble. Incidentally, 
it created a world situation which meant a breakdown of 
central bank cooperation in 1931 and 1932, when the central 
banks of the Continent tried, unsuccessfully, to withdraw 
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their balances from the Bank of England, and did success
fully withdraw their balances from us. I finnly believe that 
the best policy is for each central bank, including the 
Federal Reserve Banks, to look after its own money 
market in ordinary times and to reserve international 
coOperation for sPecial limited purposes, and for times of 
emergency. 

This was the rule in pre-war days, and it was a good rule. 
Any country, in pre-war days, which was expanding credit 
too rapidly, was very likely to find its expansion checked as 
other money markets pursuing a more prudent policy began 
to take some gold away from it. Booms did not go so far, 
and set-backs were not so violent. 

(9) Fear Regarding StandMd of Value 

The..intemational scare in the Autumn of 1931 and the 
Spring of 1932 regarding the standard of value itself, the 
fear lest we and other countries should abandon the gold 
standard, precipitated the severest of all the troubles. No 
other fear is so terrible as this. The countries of Europe 
which during and following the war had such cruel experi
ences with depreciating and fluctuating currency, reacted 
to it in an extreme way. Our own people very generally 
trusted the American dollar, in view of our unbroken record 
since the end of 1878 in keeping the dollar good as gold, but 
even they could not escape the pall of fear which pulled 
down the volume of business in this country by almost one 
third from the middle of 1931 to the middle of 1932, which 
brought the greatest percentage decline of all in security 
values, and which pulled railroad traffic down from the levels 
at which the railroads' credit was good to levels at which the 
railroads' credit was gravely shaken, and which intensified 
the problem of unemployment to an appalling degree. I 
shall refer again to this point in discussing "inflation" as a 
possible remedy for the present trouble. 
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(10) Broken Equilibrium 

Business life goes on well when different kinds of produc
tion are in good balance, different types of goods being 
produced in right proportions 50 that the sale of one kind 
of commodity produces income which can be used to pur
chase other commodities, 50 that goods can clear the markets . 
of one another. The gravest effect of the breakdown of 
international trade, in the United States as in many other 
countries, is to throw out of balance the different kinds of 
production. At the present time nearly every country is 
geared up to do more export business than it can do under 
existing conditions, and has an undue percentage of its 
labor resources directed toward foreign markets. Every 
country is faced with the necessity of a radical shift in its 
activities, reducing its activities for export and increasing 
its activities for internal consumption, unless the trade 
barriers can be reduced and the foreign markets restored. 

In the United States, this means especially that agri
culture and other raw material production is greatly over
expanded in relation to manufacturing, which has meant 50 

great a break in the prices of agricultural and raw material 
commodities that the producers of these things cannot buy 
even the relatively scant present output of the factories at 
prevailing prices. The balance among industries must be 
restored, and the only quick and sure way to do this is to 
restore the export market. 

Equilibrium and Foreign Trade 

The importance of foreign trade in our economic life has 
been questioned on the basis of certain estimates by the 
Department of Commerce, which made foreign trade 9.9 
per cent. of the production of movable goods in 1927, and 
9.8 per cent. in 1929. 

I must say first, that these figures of the Department of 
Commerce do not seem to me quite correct. In figuring the 
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total of movable goods they have taken account of agri-
cultural products, mining products, and value added by 
manufacture, which is right. Then they have added to 
the totals, railway freight receipts, which I think is wrong 
when we are seeking a total to compare with exports. If 
we are going to consider freight receipts at all they should 
be divided between export business and domestic business 
and allowance should be made for the longer haul in the 
export trade. Further, the Department should consider 
shipping and other items. But I think the simplest and 
best way is to consider merely goods produced and goods 
exported. When this is done the percentages rise somewhat, 
standing at 11.2 per cent. in 1925, 11 per cent. in 1927, and 
10.8 per cent. _ in 1929. Herewith· are the Department of 
Commerce figures with the freight receipts eliminated: 

PRODUCTION OF MOVABLE GOODS AND PROPORTION EXPORTED 
(Freight Receipta Eliminated) 

(Millions of do1lan) t': 
Agneul- States 

twa! Manu- Mercban- Per cent. 
Year Producta facturea Mining Total dise of Total 

1899 3,355 4,831 600 8,786 1,253 14.3 
1!IIK 4,262 6,179 850 11,291 1,426 12.6 
1909 6,472 8,385 1,238 16,095 1,701 10.6 
191. 8,165 - 9,710 1,450 19,325 2,071 10.7 
1919 17,677 -24,809 3,158 45,644 7,750 16.9 
1921 10,268 18,332 2,900 31,505 4,\179 13.9 
1923 12,382 25,850 4,300 42,332 4,091 9.6 
1925 11,968 26,778 4,100 42,851 4,816 11.2 
1927 11,616 27,585 4,000 43,201 4,759 11.0 
1929 11,911 31,885 ',100 47,896 5,157 10.8 

Source: Foreign Trade of the United States, Department of Commerce, 1931, page 11. 

But I do not rest the argument on this tabulation. Eleven 
per cent. of our total business is a big percentage, but the 
percentage of many highly important individual products 
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is enormously greater. The following table shows the 
percentage of various important exports exported in 1929; 

Cotton .•........................................ 55 per cent. 
Tobacco ........................................ .41 
Lard ...•.•.....................................• 33 
Wheat ..•.•..•.................................. 18 
Copper ...••.•.................. , ................ 36 
Kerosene ••••••..••...........................••• 35 
Lubricating Oils ................................•• 31 
Gasoline ....•.................................... 14 
Typewriters ...................................... 40 
Printing machinery ............................... 29 
Sewing machines ...•............................. 28 
Agricultuml machinery ......................•.•.•. 23 
Locomotives ...•..........................•..•... 21 
Passenger automobiles ......•.•....•..•.•.•.•••••.. 14 

(Source, Moulton & Pasvolsky'. "War Debts and World Prosperity," page 409.) 

Not even these percentages, however, tell the whole 
story. For important great areas, the dependence on for
eign markets is even greater. Bright tobacco in Virginia. 
and cotton in Texas, are cases in point. You can prostrate 
a whole State when the foreign market for its principal 
crop is cut off. No percentages can take adequate account 
of the organic interdependence of foreign and domestic 
business. 
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REMEDIES 
, I think that the foregoing analysis of the major causes of 
the present situation will justify my proposals as to reme
dies. Some of them I shall list briefly. 

1. Prompt settlement of the inter-allied debts. 
2. Prompt reciprocal reduction of tariffs and the moder

ation of other trade barriers. 
These two things are basic to the restoration of our expoQ: 

trade, which, in turn, is basic to the restoration of balance 
in our own economic life, so that our farmers and other 
producers of raw materials, receiving goOd prices for their 
products, may be able to buy the products of our factories 
in adequate volume, restoring activity and employment in 
·the cities and restoring an adequate volume of traffic for 
the railroads. 

Interim Measures 

3. While these basic measures for restoration of normal 
activity are being put through, I would continue a policy 
of emergency credit relief, making use of the Reconstruction 
Finance Corporation. We must face the fact, however, 
that not all of the existing fabric of capital debt .can be 
maintained in full. 

There are important cases where the capital structure is 
tOi>-he~vy, and where it is desirable to scale it down to 
conform to the existing facts. The Reconstruction Finance 
Corporation should not be called upon to validate capital 
structures which cannot be maintained even when we get 
a moderate business revival. Instead, we should scale down 
fixed charges in a good many important cases. It is good 
credit policy to tide over in emergencies solvent institutions 
whose total assets exceed their total liabilities, but it is 
not good policy to undertake to validate the really in
adequate assets of insolvent institutions. To facilitate re
organizations, the new bankruptcy legislation-that relating 
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to corporations as well as that relating to individuals-
should be enacted as soon as possible. . 

4. I would extend emergency credit relief to the farm 
mortgage situation, and also to certain city mortgage situa
tions when, in the judgment of the Reconstruction Finance 
Corporation, a general financial interest is involved. In 
connection with farm mortgage relief, I would make every 
effort to deal with intelligent discrimination in individual 
cases, seeking to bring debtors and creditors into agreement 
with one another, seeking to limit the government's financial 
commitments to what is necessary to persuade creditors to 
make the necessary adjustments, but still doing the thing 
in a big enough way to make sure that an honest and com
petent farmer does not lose his farm. I t is to the interest 
of the country and to the interest of the creditors, by and 
large, that that farmer who with his family knows the farm, 
knows its potentialities, knows local markets and has the 
home lover's interest in the farm, should be able to stay 
upon it and control it. 

Diff.,.ential Treatment of Debtors 

I think we ought to avoid sweeping legislation making a 
general rule for every farmer. There are some farm mort
gages which are perfectly good, where the farm debtor is 
able to pay interest and amortization, and where he needs 
no relief. There is no reason why the contract here should 
be altered. There are other cases where the farmer needs 
a great deal of relief. The same thing is true in connection 
with city mortgages and other debts. Such relief as is 
given should be given to embarrassed debtors and not to 
debtors as a class. We must protect the commercial 
morality of the country in the interest of the future giving 
and taking of credit. We must seek to be fair to creditors 
as well as to debtors. If we establish a precedent of allowing 
men who are perfectly able to pay their debts to escape from 

18 



~em in part, merely because other men are unable to pay 
their debts in full, we shall strike a severe blow at the fabric 
of confidence in the future. 

My view is that we shall get out of this depression by 
removing its causes. The chief of these is a broken equilib
rium, growing out of strangled international trade. This 
Itas made raw materials 'and farm products pile up unsold 
in the United States, even though offered at very low prices, 
and has led to an immense contraction in the volume of 
manufactured goods, and in manufacturing activity, though 
the prices of these things have not fallen nearly as much as 
Itave farm prices and raw material prices. 

I would ease off the situation by giving emergency credit 
to prevent further forced liquidation of good assets at 
depression levels. And I would emphasize the necessity of 
undeviating adherence' to 'sound money and sound public 
finance as vitally important to alleviate the fears which have 
arisen with respect to our currency and our government 
credit. 

I am aware that there is another view, or set of views, 
advanced by men who think that the trouble with the world 
is simply a shortage of money and credit, and who propose 
to bring about a revival of business by what they call 
"inflation." 

"InfllJl.ion" Has Many Meanings 

The word "inflation" is a very unsatisfactory word. It 
covers a wide variety of meanings, and I believe it best to 
distinguish among some of these and to talk about concrete 
proposals. Among the possible meanings are the following: 

.(1) The issue of irredeemable paper money. 
(2) The debasement of the standard of the currency

(a) by reducing the gold content. 
(b) by introducing bimetallism with silver. 
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(3) Going off the gold standard by suspending gold 
payments, which gives you practically the same situation 
as (one)-namely, the issue of irredeemable paper money. 

(4) Some men would call a great increase in gold 
production in the world leading to an increase in gold 
throughout the world "inflation." 

(5) Some have called the concentration of gold in a 
single country "inflation." Thus Professor Fisher referred 
to the gold which we obtained during the war as causing 
"gold inflation." 

(6) Some would call any expansion of bank credit 
"inflation." 

Cassel and Keynes 
(7) Some would limit the word "inflation" to those 

changes in the currency and credit situation which raise 
commodity prices. This, for example, was Professor Cassel's 
view, and he denied pointedly that there was any "inflation" 
from 1922 to 1928 because commodity prices did not rise. 
The fact that credit expanded enormously and that we were 
having great speculative excesses and great price' rises in 
real estate and in the stock market meant nothing at all 
to him, and he demanded even more credit when commodity 
prices softened a little. Mr. J. M. Keynes, in his recent 
treatise on money (Volume II, page 190) says with respect 
to the years 1926-29: 

"Anyone who looked only at the index of prices would 
see no reason to suspect any material degree of inflation; 
whilst anyone who looked only at the total volume of bank 
credit and the prices of common stocks would have been 
convinced of the presence of an inflation actual or impending. 
For my own part, I took the view at the time that there was no 
inflation in the sense in which I use this term. Looking back 
in the light of fuller statistical information than was then 
available, I believe that whilst there was probably no mate
rial inflation up to the end of 1927, a genuine profit inflation 
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developed some time between that date and the Summer of 
1929." 

This confession of error on Mr. Keynes' part comes too 
late to do anybody any good. He was one of the men who 
were urging cheap money through the whole of the period 
from 1922 on, and he continued to do it after the stock 
market broke in 1929. 

Quality and Quantity 

One very important distinction must be drawn in con
nection with these various ideas: (1) that of an impairment 
of the quaJity of the currency itself, and the other that of 
mere quantitative increase either of money or of credit. 

But then a further point comes up at once, that an increase 
in quantity, if it goes far enough, will impair quality. If 
paper money, redeemable in gold, is issued in such quantity 
as to raise doubt about the adequacy of the gold reserves on 
the part of the issuing authority, runs can be started which 
will either force a great contraction of the quantity, or force. 
suspension pf gold payments and damage the quality. 

Similarly, an over-expansion of bank credit impairs the 
quality of credit. We saw this on a great scale, running 
progressively from 1922 into 1929, bank credit expanding 
in excess of commercial needs went into capital uses, specu
lative uses, and consumption loans, taking the form of real 
estate mortgages, instalment finance paper, stock and bond 
collateral loans and bank investments in bonds. 

Moderate amounts of any of these would have been all 
right, but the total was so great thafthere came impairment 
of quality, and the capital values of securities and real 
estate which underlay the credit became top-heavy and 
broke violently. Then there came loss of confidence in the 
assets of many banks, followed by a loss of confidence in 
their liabilities--namely, their deposits, which led to runs on 
banks, which took reserve money out of them and which 
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forced even strong, solvent banks to contract credit. W, 
thus ran through the scale whereby "expansion" or "infla 
tion" of bank credit forced liquidation or "deflation" 0 

bank credit. 
When there is sufficient loss of confidence in the qualit~ 

of credit, this can generate doubt also as to the goodness 0 

the currency itself, and we saw this on a great scale il 
1931-32. Foreign fears regarding the goodness of thl 
American dollar led to withdrawals of hundreds of million: 
of dollars in gold from us and further quantitative contrac 
tion in bank credit in the United States, even though tht 
dollar itself stood sound and strong. 

Paper MtJney 

Whatever else we may have in the matter of currene) 
and credit policy, we must at all hazards protect the qua/it) 
both of our currency and of our credit. 

Paper money is, after all, a credit instrument-:-a promis. 
sory note. I know of no case where a government hal 
actually issued such paper with an announced intention 01 
never redeeming it. The value of irredeemable paper mone)! 
rises and falls with the prospect of redemption. There is 
no mathematical rule relating quantity of issue to the extent 
of depreciation. Unpredictable events may cause the ValUE 
to slump or recover violently-as the Battle of Gettysburg, 
which caused a great rise in the value of the Greenbacks ill 
three days. These fluctuations are disturbing to all business, 
and only a few reckless speculators gain. 

The issue of new paper money currency is futile. If it is 
redeemable and' confidence in the gold standard remains 
unshaken, the paper will not stay in circulation but will 
merely pile up in banks. If confidence, however, is shaken, 
the effect is either forced liquidation, or else the abandon
ment of the gold standard. In the latter case, you cannot 
multiply quantity fast enough to keep up with depreciation. 
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The gold value of the trillions in circulation in Central 
Europe in 1921 was a fraction of the value of the billions in 
circulation in 1913. 

Debtors and Depreciat-um 

Debtors are supposed to gain by currency depreciation. 
But Germany, 85% of whose mortgage debt was wiped out 
by the disappearance of the mark, showed no gains as a 
result. Following stabilization, it was compelled to pay 
such fantastic rates of interest for all new credit that its 
debt burden was soon very heavy again. 

Debasing lhe Gold Content of lhe Dollar 

With respect to the quality of credit and the efficiency 
of credit in accomplishing economic purposes, it is clear, 
of course, that there must be confidence. But confidence is 
not a vague general thing. -It is a specific thing. Confidence 
in bank'llePosits means confidence that the bank will be 
able to pay cash on demand. Confidence in the currency 
means confidence that the government or bank of issue will 
pay gold on demand, and the full amount of gold specified. 

Two factors are involved in both these things: (1) belief 
in the ability to pay and (2) belief in the intention and good 
will of the bank or government. The latter is of absolutely 
vital importance. 

Good Faith the Foundal-um of Credit 

The preservation of good faith, the keeping of contracts, 
even though they hurt, are absolutely vital. An honest man 
can go bankrupt and retain his reputation, if he has clearly 
done the best that he can and protected his creditors to the 
extent of his ability. Such a bankrupt can come back again 
and receive credit again in the future. But the man who 
has turned sharp comers, who has evaded obligations, whose 
word is not accepted- because he has broken his word, must 
for the future either pay cash or offer excellent collateral 
with a big margin. 
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The proposal that our government should deUberatel) 
debase the dollar by reducing its gold content: if carried out, 
would shock credit throughout the world for a prol~nged 
period. 

The Good Faith of the American Gouernment 

The shock to confidence, at home and abroad, of a 
deliberate breach of faith of the United States Government 
with respect to the gold standard of the present standard 
of value (meaning the present standard of weight and 
fineness) would be something we could not get over in years. 
Our government has given its solemn promise on every 
Liberty bond to pay gold coin of the United States of the 
present standard of value. The same promise is on the 
Federal Reserve notes and the laws relating to them. The 
law defines the standard of value as 23.22 grains of fine gold, 
or 25.8 grains of standard gold nine-tenths fine. The same 
promise is printed on virtually all our privately issued 
bonds and State and municipal bonds, and in a multitude 
of mortgages. We are bound by every promise. 

These gold clauses in the government bonds were put 
there because of the fears which had risen in investors' 
minds growing out of our Greenback period and growing 
out of the silver agitation of the '90s. They were put there 
to assure our investors that, even if the government should 
ever get into such a position that it could not redeem its 
paper money, it would still pay interest and principal on its 
public debt in gold, which the country did even in the years 
1861-79. It could not redeem its Greenbacks in gold, but 
it could pay interest and principal on the public debt in 
gold and it did so. For the greatest government in the 
world, without compulsion, deliberately to break these 
solemn promises would be an incredible shock to good faith 
everywhere. Excuse can be made for embarrassed countries 
like England for going off the gold standard that they 
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:ouldn't help it, but no excuse could be made if we did it 
Ieliberately. • 

Deslroying Con;fi.tlenu Wrecks Buying Puwer 

The result of an action of this kind on our part, from the 
itandpoint of the volume of credit and revival of gold prices 
hroughout the world in the future, would be demoralizing 
n the extreme. The actual quantity of circulating money 
n the world constitutes a very small part of the world's 
)uying power. The great bulk of it is credit. If we should 
10 this thing, creditors, investors and lenders everywhere 
would for years to come be timid and apprehensive. The 
!Xperience of the French people with the depreciation of 
:heir own currency has already put them in this frame of 
nind. France with all her gold has done very little in the 
way of investing since the de facto stabilization in the winter 
)f 1926-27, and when she has put out her cash she has done 
it for the most part on short term, constantly watching,. 
frequently calling it back. The French people are contin
Ilally apprehensive regarding currency. In the winter of 
1931-32 they were hoarding gold. They could not get gold 
in small amounts from the Bank of France. The Bank 
pays out only large gold bars, and the French people were 
consequently paying a premium over: the French franc for 
American gold coin, and were paying a premium on small 
slices cut from gold bars. If we should deliberately debase 
our currency, as an act of choice, we should make general 
this kind of fear. Instead of getting easy and automatic 
expansion of credit in the near future, we should have a 
world much more reduced to a cash basis than it is even 
today. 

Effect on Prius of Debasing Dollo.r 

This consideration ·should make it clear why those who 
would expect a doubling of commodity prices to follow a 
cutting in half of the gold dollar would be radically disap-
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pointed. The weight of purchasing now carried by gold anc 
credit together would, in that case, be thrown back to l 

disproportionate extent on gold alone, and the value 01 
gold would consequently undergo a real rise. Prices ir 
terms of gold would fall. Prices in terms of the new S( 
per cent. dollar might rise a little, but not at all in propor· 
tion to the cut in its gold weight, and not certainly at all 

The prestige and the reputation for financial integrity 01 
the American government, of the United States Treasury 
and of the Federal Reserve Banks, are two of the biggesl 
capital values in the world and two of the most essentia 
features of world financial organization. Wantonly tc 
destroythern, quite apartfrom the question of morality, wouk 
be an act of economic destruction of fearful magnitude. 

The worst of our whole trouble carne from the end 01 
September, 1931, into the middle of June, 1932. England'i 
abandonment of the gold standard caused a great ScarE 

regarding the standard of value itself. Creditors and inves
tors everywhere called loans, refused new credits and sold 
investments. In two immense waves, foreigners pulled 
hundreds of millions of dollars out of the United States. 
Fear and hysteria drove the New York Times index of 
production down from 75 to S2 within twelve months. 
With a demonstration in the middle of June, 1932 that WE 

could meet the foreign drain of gold, and with the mag· 
nificent vote of the United States Senate on June 17 against 
the soldiers' bonus bill, an immense sigh of relief went up. 
Securities rallied, and then business had its first real upward 
move in three years. Whatever else we do, we must not 
invite a repetition of this panic regarding the standard of 
value itself. 

Debasmum Could Not SolfJe Farm P,oblem 

I want to say one further thing with respect to those who 
would advocate cutting the gold content of the dollar as a 
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means of raising the farmer's prices. Quite apart from the 
moral and financial objections which seem to me so vital, I 
would observe that the plan would not do the farmer anything 
like enough good, even if it worked out perfectly. Suppose 
that the dollar were cut in two and suppose that all com
modity prices should double. The farmer could then see his 
fat hogs rise from 3X' cents a pound to 634 cents a pound; 
but at the same time the prices of everything he buys are 
doubled. This does not help the farmer much. I would like 
to see the farmer get nine cents or ten cents for his hogs, 
and I want the price of his cotton doubled or more than 
doubled, without a rise in the prices of the manufactured goods 
which he buys. The manufacturer does not need higher prices 
-what he needs is volume-but 'the farmer must have 
radically higher prices. We must get the' balance restored 
between the manufacturer and the farmer. This means 
that the'farmer must get his export market again. I would 
strike at the export trade-not at the currency. 

Suuer I nfiation 
Testimony before your committee, and the cross exam

inations, have raised questions regarding the possibility of 
using silver, either under a bimetallic system or in some other 
way, and I want to make some observations regarding that. 
First, let me say that, in my opinion, the suggestion that 
our foreign trade has been primarily damaged by a decline 
in the price of silver seems to me to have no merit. Our 
trade with the one great silver country, China, has kept up a 
great deal better than our trade with the world as a whole, 
as shown by the following figures: 

U. S. EXPORTS, 11 MONTHS ENDING NOVEMBER 

Total Index To China Index 
1929 $4,814,444,600 100 $114,437,000 100 
1930 3,568,494,000 74.1 82,157,000 71.8 
1931 2,240,219,000 46.5 84,193,000 73.6 
1932 1,481,750,000 30,8 52,165,000 45.6 
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Silver bimetallism at 16 to I, or any other ratio than th4 
commercial ratio, would mean the debasement ·of th4 
currency and the abandonment of the gold standard, bUi 
the adoption of bimetallism at the current ratio would stil 
involve breach of contract under the gold standard anc 
undermine confidence and good faith, and, moreover, wouIe 
accomplish none of the purposes that the silver people havE 
in mind, because what they want to do is to raise the priCE 
of silver. 

I see no reason to go any further with silver than is pro· 
posed by the economic experts who prepared the agenda fOi 
the coming World Economic Conference. They rule oul 
the use of silver, even in moderate amounts, as part of thE 
reserves in central banks, saying that silver is unsuitable fOi 
such use because there is no fixed price at which it would bE 
received by other central banks in the settlement of balances 
on international account. They make a few minor concessions 
to the notion that certain countries might withdraw very 
small denominations of bank notes and substitute silver 
subsidiary coins for them, and that some other countries 
might enlarge the use of subsidiary silver coinage. But 
they accept none of the main proposals made by the silver 
advocates, and I think they are right. I recommend their 
view to your committee, and I submit for your records 
what appears to be a verbatim account of their recom
mendations, as prepared at Geneva, taken from the New 
York Herald Tribune of February 9,1933: 

"Mter keeping relatively stable from 1921 to 1929, the price of 
silver in gold currencies fell abruptly by more than one-half in less 
than three years. There is no doubt that this sudden decline must, 
in the main, be attributed to the same causes as have acted on the 
general level of prices, and may thus be said to illustrate in a par
ticular case the incidence of the world depression. Some special 
factors can, however, be found which have accentuated the downward 
trend, and these were to some extent already operating before the 
depression set in. Such factors are the demonitization of silver, the 
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reduction of the silver content of token coins, and also the disposal of 
rurplus stocks. 

We have considered a series of proposals which have been discussed 
in recent years with a view to raising the price of silver, and we wish, 
in this connection, to make the following observations: 

(I) It has been suggested that some form of bimetallism should 
lie introduced. 

We would point out that a bimetallic standard, which presupposes 
l fixed relation between the value of gold and that of silver, could be 
.afely introduced only if the most important countries of the world 
agreed to such a measure. As the only international monetary standard 
which is at present likely to command universal acceptance is the 
gold standard, the idea of introducing bimetallism must be regarded 
is impracticable. 

(II) It has been proposed that banks of issue should be allowed to 
ilold increased quantities of silver in their legal reserves. 

On the assumption that no form of bimetallism will prove acceptable, 
silver is unsuitable for extensiVe inclusion in the metallic reserves of 
Ii central ~k; there being no fixed price at which it would be received 
by other central banks in thesettJementofbalanceson the international 
account. 

(III) It has also been suggested that governmental action should 
be taken for the purpose of improving the price of silver. 

We would, in this connection, refer to the suggestion made. in a 
previous part of this report, to the effect that, in countries where 
banknotes of small denominations are in circulation, these sma1I notes 
might be withdrawn and replaced within proper limits by subsidiary 
coins, and we think that the conference should, in this connection, 
examine to.what extent the use of silver in subsidiary coinage could 
be enIazged. Whatever sales of government stocks of silver may be 
deemed desirable it is important to conduct these in such a manner 
as to avoid any unnecessary disturbance of the market. 

The conference should also consider whether, and if ro by what 
methods, the marketing of the metal by producers and currency 
authorities is sU:!Ceptible of improvement. The question of developing 
new and en1arged industrial uses for silver is, in our judgment, also 
worthy of careful consideration. 

From the point of view of commercial relations with silver-using 
countries, particularly China, trade interests would best be served, 
not by a rise in the price of silver, as such, but by a rise in the general 
level of commodity prices. Any action which would tend to raise 

29 



that level and in due course achieve its stabilization may be expect« 
to have a favorable effect on the price of silver, and would, on gener 
grounds, be welcome." 

"Inflation" by Gouernment Bo"owing 

Among the many meanings of "inflation" is one the 
relates to public finance, and here there are many proposai: 
ranging from moderate notions of necessary governmer 
borrowing, which I should favor, to extravagant notior 
regarding government borrowing which would be dangerol 
in the extreme. Excessive borrowing by the governmer 
can, of course, impair first the credit of the governmen 
and then, ultimately, as the government leans on tb 
Federal Reserve Banks too heavily, threaten the CUI 

rency. 

Sound Public Finance 

We must have sound public finance. This means: (~ 
reduced expenditures and increased Federal taxation. 
personally do not like a sales tax applied at a uniform rat 
to all manufactures. A very moderate tax would bear ver 
heavily on some lines where demand is highly elastic, and 
heavy tax would not make much difference in certain linE 
where demand is very inelastic. Necessities could stan 
much heavier percentage taxes than can articles whic 
people can easily do without. Taxes could be put on te 
and coffee and on such things as spices, of which sma: 
amounts are used in the individual's daily consumption, a 
much higher rates than on articles which make up a sull 
stantial part of the day's consumption. I do not pretend t 
have worked this out with any detail, but I do believe tha 
a series of special sales taxes at different rates, classifyin, 
commodities with reference to elasticity of demand, woull 
be less burdensome by far than one uniform flat rate. 0 
course, taxes should not be pyramided; they should strik, 
production only in one stage and not in successive sales. 
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I am very hopeful, too, quite apart from reasons of taxa
ion, that you will soon be getting a good revenue from beer 
nd from wines. 
Let me add that more moderate tariffs, which will let 

oods in instead of keeping them out, will be of real help 
() this problem of raising the government's revenues. In 
Ire-war days the tariff was in fact our main source of 
~ederal revenue, down to the time when the income tax 
ame in. 

But, in addition, expenses must be cut drastically. The 
liscussion which has already taken place at these hearings 
las indicated ~ibilities in connection with the govern
Ilent's outlay to veterans who have no disabilities connected 
nth service in the war, and the possibility of cutting that 
tem very drastically is. one which we cannot afford, for 
Kllitical reasons, to ignore. It is my understanding that 
'ery great reductions of expenditure can result from re
Irganization and consolidation of government bureaus, and 
rom the elimination of overlapping functions. The politi
at difficulties of this are, of course, recognized, but, in a 
,reat fiscal difficulty, political difficulties must be overcome. 

I think, too, that the reduction in prices which has taken 
Ilace ought to make it possible for us to cut almost every 
tem of government expense except the fixed interest on 
IUblic debt, and even there something can be done by 
·efunding. 

Whal"Balancing the Budgel" Means 

The budget ought to be balanced, in the sense that all 
Irdinary expenses are covered by current taxes, and that 
:he borrowings for special and non-recurrent purposes 
ihould be covered by additional taxes to the extent of 
:urrent interest. . 

The orthodox canons of sound public finance would 
'equire, under anything like ordinary conditions, further 
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10 
taxes to cover current sinking fund on all new borrowin~ 
and also on existing debt. I have not consulted othl 
bankers with respect to this point, but my personal vie' 
would be that, in a time of great depression such as the prE 
sent, it is legitimate to borrow for contractual sinking fun 
requirements and to eliminate this item from the budgE 
proper. Taxes which under existing conditions are adequat 
to balance the budget in the sense above described woule 
with any considerable improvement in business, be ver 
much more than adequate for sinking fund requirement! 
My personal view is that we need not count in the defid 
any expenditure which does not actually increase publi 
debt. 

If the Congress and the Treasury give definite and co~ 
vincing evidence of their intention of dealing with thi 
problem with full responsibility, they will strengthen th 
credit of the government and, in my opinion, the gover11 
ment bond market will take what bonds are really necessar: 
for the meeting of this emergency. If, on the other hand 
there is an evasion or failure to grapple with the proble11 
earnestly and courageously, or light-hearted adoption_of; 
borrowing programme without consideration of this point 
the government will speedily find its securities sinking in th, 
market and the market wholly unreceptive to new issue 
except at very high rates. The credit of the government i 
basic to every other credit, and we must protect it un 
flinchingly. 

Government borrowing is necessary for emergency credi 
relief and for loans to the States to give direct unemploy 
ment relief. I recognize and would emphasize the responsi 
bility of the whole country to the suffering millions who 
through no fault of their own, are victims of this grea' 
depression. 

But we must not overstrain the finances of the govern, 
ment and we must not jeopardize the credit of the govern. 
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w -
nent by proposals of a great government-borrowing pro-
:ramme for new public works on the theory that this will 
itart a business revival. The government's credit cannot 
itand a great deal of that in addition to its necessary 
lOrrowing. 

Further, we do not need government borrowing for new 
Jublic works to start a business revival. If we move 
Jromptly to restore our export market for farm products 
md raw materials, we shall get a business revival quickly, 
md such government borrowing will be unnecessary. If, 
)D the other hand, we use government borrowing as a 
mbstitute for the restoration of the export market, in the 
lOpe that we can force a revival of business merely by 
;penEling borrowed money in a country whose industries are 
Jadly unbalanced, the borrowing and the spending will be 
.neffective . 

• 1' Inflation" by Forced Expansion of Bank Credit 
I should avoid further artificial efforts to force an expan

;ion of bank credit. It was forced expansion of bank credit 
irom 1922 into 1928 that was responsible for a great part 
Jf the present trouble. The renewal of government security 
purchases by the Federal Reserve Banks following the break 
in 1929, and especially in early 1930, was responsible for the 
false stock market boom in early 1930, and the renewal of 
~cessive security issues which complicated very much the 
difficulties- in the period that followed. 

I strongly sympathized with the Glass-Steagall Bill, and 
with the government security purchases of the Federal 
Reserve Banks in the panic of the Spring of 1932, especially 
when the foreign run on our gold was on, as a means of 
preventing further forced liquidation. But heavy excess 
reserves, in the absence of confidence, will not force bank 
expansion. On the other hand, in times when confidence is 
normal and when borrowers (especially speculators) are 
ready to borrow at low rates, and when banks trust the 
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security offered, excess reserves of 50 to 100 milliondolll 
mean cheap money and rapid bank expansion. Exc, 
reserves of 500 or 600 million dollars, in a period of revi 
ing confidence, would be exceedingly dangerous. 

The volume of bank credit in the country does not depel 
alone on .the volume of bank reserves. It depends also., 
the temper of the business community, which is govern 
by the prospects of business, and on the movements 
goods and on the prices at which goods move. Given t 
restoration of the export trade and revival of agricultUl 
and raw material prices, credit will expand rapidly. ThE 
is no use trying further to force it from the other end by , 
artificial increase in bank reserves. 

Nor is there any use in trying to increase the volume 
currency in circulation by paying out more paper monl 
If the paper money is redeemable and confidence in the gc 
standard is not shaken by this, it will not stay in circulati, 
but will merely pile up in banks. If the paper money 
issued in such amount as to shake confidence in the go 
standard, the effect would be forced liquidation and tigt 
ened credit. 

Slate and Municipal Taxes and Expenditure 
The Federal Government, even though reducing expens 

sharply, will still need to have increased taxes in view 
the present low returns from taxes and in view of t 
necessity of providing for interest for additional borrowir 
The States and local governments, on the other hand, 
many cases can reduce taxes, and this is particularly tr 
of rural local governments, where the tax burden h 
grown so enormously in recent years, and where the farm 
pays the bulk of his taxes. I am told of one farm in an u 
state New York county where taxes in the last year ha 
been reduced from $380 to $200, due to vigorous action 1 
the county commissioners, who have cut salaries and sharp 
reduced the county expenses. 
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Our local government has been a haphazard growth 
rather than a businesslike adaptation of government to 
needs. Areas in many cases are altogether too small. They 
were set in horse and buggy days. There are many places 
where groups of small counties could be combined into one 
cotn:.ty, with the elimination of several sets of officers.' 
There are many unnecessary road districts and school 
districts, each with independent sets of officers. There are 
immense possibilities for curtailing expenses in the cities. 
Even with the additional burden of direct unemployment 
relief which is thrown so heavily upon local government by 
this great depression, I am satisfied that the possibilities 
of saving are so enormous in the general field of local govern
ment that the total of the taxes can be radically cut. Much 
is being done in many States looking toward this develop
ment, and the Feder:ai GOvernment might very well use 
some of its ensting instrumentalities for the study of what 
is going on, giving publicity to it, and acting as a clearing 
house for information regarding it. 

International Goodwill 
'We should move as rapidly as' possible and contribute as 

much as we can toward bringing about peaceful relations 
throughout the world, so that nations will be willing to go 
in for a thorough-going lightening of the burden of arma
ment. I "do not think that we shall contribute to this by 
peremptory demands that other nations disarm, because 
such demands may even intensify the fears that have led 
to the. excessive armament. In general, it is far more fear 
than lust for dominion that accounts for excessive armament. 

Tying Toge/lw V/J1'iota &media 
In connection with the programme which I have outlined, 

the desirable thing seems to me to be to accomplish all of 
the parts as rapidly as possible. When it comes to doing one 
~hing conditioned upon some country doing another, I would 



be thoroughly opportunistic, bringing them' together if 
facilitates the transaction, and separating them if the effol 
to tie them together creates difficulties. In connection ~ 
tariff revision, I think that there is a great advantage i 
tying our reductions and the reductions of other countrif 

• together by reciprocal tariff agreements. I believe tha 
public opinion on both sides of the water will' be {muc 
readier to move in this way. /. • .~ 

I think it might be difficult to fie: together the settl! 
ment of inter-allied debts with a disarmament programml 
Disarmament will be much easier to ,chieve" when bus. 
ness recovery is already under way anrf' when natiol1 
with a new economic hope are forgetting their fears an 
hatreds. It is noteworthy, for example, that, as betwee 
France and Germany, the era of good feeling was also th 
era of business prosperity, from 1924-25 down toward th 
end of 1928. 

When it comes to international negotiations, it must b 
remembered that public opinion in every country is sensi 
tive, that there are many points of national pride involved 
that no country will accept dictation from any other country 
and that public opinion in every country needs to b 
educated to make the necessary concessions to nationa 
pride in other countries. 
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A CRITICAL ANALYSIS 

of the Book by 

LAUCHLIN CURRIE, PhD .. 

"The SUl'l'ly and Control of Money in the United States" 

by 

BENJAMIN M. ANDERSON, JIl., PH.D., 
Economist of THE CHASE NATIONAL BANK 

of the City of New York 

WHY DR. CURRIE'S BOOK IS IMPORTANT 

~he importance of this book is to be found, not in its contribu
tion to the scientific study of money and banking, but in -the fact that 
the author is at present technical advisor of the Federal Reserve 
Board, and in the further fact that Title II of the pending banking 
legislation gives evidence that his theories lie behind it. It becomes, 
therefore, a matter of first importance that his book should receive 
rigorous critical analysis from students of money and banking. 

The writer of the book is so intensely preoccupied with the 
application of a single highly simple theory, regarding the control 
of incomes and commodity prices by means of the control of the 
supply of money, that he disregards virtually everything else in the 
whole -financial picture and in the general picture of economic life. 

CURRIE'S INACCURACIES IN MATTERS OF FACT 

The book contains, moreover, grave inaccuracies in matters of 
ascertainable fact. I regret the necessity for saying this. His state
ments regarding rcal estate loans will illustrate this inaccuracy. On 
page 118 he says: "Real estate loans of all member banks remained 
below IO per cent of earning assets until 1932 when, owing to the 
relatively greater decline in other loans, they amounted to IO.S per 
cent." On page 119 be speaks of "the smallness of the yearly fluctu
ations in real estate loans." These two statements, taken together, 
would completely mislead the reader with respect to the history of real 
estate loans in member bank assets. The facts are shown in the 
following table: 
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Real Estate Loans and Total Loans and Investments 
(In millions of dollar.) 

Real Estate Loan. of 
Total Loano 

and 
Investmenu 

All of All 
E:J.d of June National Banb Member Banka MemberBanb 

1918 185 461 18,507 
1919 184 577 22,240 
1920 230 953 25,559 
1921 280 1,135 24,121 
1922 371 1,432 24,182 
1923 463 1,749 26,507 
1924 535 1,990 27,167 
1925 637 2,338 29,518 
1926 725 2,650 31,184 
1927 1,062 2,926 32,756 
1928 1,285 3,068 35,061 
1929 1,413 3,164 35,711 
1930 1,473 3,155 35,656 
1931 1,585 3,218 33,923 
1932 1,617 2,894 28,001 
1933 1,327 2,372 24,786 
1934 1,331 20357 27,175 

% Increase 
1918-1928 594.6 565.5 89.4 
1918-1932 774.1 527.8 5103 

Sources: Annual Reports of the Federal Reserve Board, Comptroller'. Re
ports, Statistical Abstract of the U. S. and Federal Reserve Bul
letins. 

The facts are that real estate loans increased very much more 
rapidly than total member bank earning assets l in the period from 
1918 to 1928, the percentages being real estate loans 565 per cent, 
total loans and investments 89 per cent. 

The rapid growth of real estate loans in banks was one of the 
most unwholesome of all the "New Era" developments. This error is 
partintlarly important in view of the provisions of Title II of the 
pending banking act regarding real estate loans. 

CURRIE'S VERSION OF THE QUANTITY THEORY
THE BASIS OF HIS WHOLE ARGUMENT 

Currie starts out. with an apology for writing a book which 
may be damned "with the deadly accusation 'quantity theory: " and 
speaks of the "almost universal abandonment of the quantity theory 
of money." He thinks that there is danger that the pendulum may 
swing too far in the opposite direction, and that the effect of varia
tions in the supply of money may be unduly minimized. He pro-

1 The word "fluctuations" in the passage quoted from Currie cannot 
have a technical !ltatistical meaning related to the "trend line" for real 
estate loans considered separately, beeause the context (page 119) makeo 
it clear that he i. talking of the tro;ortimJ of real estate loans in haok 
assets. 
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poses to repair, in part, the neglect of variations in the quantity of 
money and says that criticisms of his study on the ground that it 
does not give a full account of the forces affecting the value of 
money are irre1evant since this is not its purpose (page 3). By the 
time he reaches page 6, however, he bas become the uncompromising 
advocate of an extremely tight and inflexible version of the quan
tity theory. I quote: "* * * is not the really fundamental explanation 
of the rise in prices the increase in the supply of money? 

"Although the net annual increments to a country's supply of 
money appear small in relation to the aggregate money incomes 
* * * stil1 there are indications that they are of surprising importance 
in determining the secuIar trend of prices * * *. Assume the quantity 
of money of a country to be 25 billion dollars and the monetary 
income to be 75 billion dollars so that the income velocity of money is 
3. Then an addition of 1 billion new money, or 4 per cent, would, 
assuming no change in the income velocity, increase incomes by 3 
billion dollars, or 4 per cent. * * * The income velocity of money 
is subject to fluctuations from year to year, sometimes very wide, 
but apparently it does itot increase sufficiently over a period of years 
to maintain prices." In a footnote (page 6) he gives figures regard
ing what he calls the "income Velocity of money" and concludes 
(I quote): "Hence the major part of the increase in money in
comes was attributable to the expansion of money." On page 15 
he discusses the money market effects of the transfer of an indi
vidual time deposit to a demand deposit, and then says, "The effect 
on incomes and prices is clear." By page 53, he even refers to 
Irving Fisher, and gives Fisher's equation of exchange as ground 
for disregarding all forms of credit except demand deposits. By 
page 177 the doctrine bas become very familiar and has been used 
many times as a basic assumption, the statement on page 177 being: 
"Since the expansion of adjusted demand deposits up to 1929 was 
just sufficient to maintain relative stability of commodity prices * * *." 

Currie would distinguish his own quantity theory from that of 
Irving Fisher. Currie reckons with what he calls "income velocity." 
He calculates this by dividing figures for the national income by his 
figure for "money," money being actual pocket cash in circulation 
plus "adjuSted demand deposits."· Fisher, on the other hand, reaches 
his velocity by comparing the total expenditures of money for what
ever purpose with the supply of money somewhat similarly defined. 
On pages 169-170 Currie discusses this difference. I reserve comment 
for a later point of this paper. The significant thing for present 

lCurrie's "adjusted demand deposits" are demand deposits, miDus inter
bank deposits, but plus Go""rnment deposits. Fisher keeps the velocity 
.,f money in circulation separate from the velocity of deposits in hi. 
calculations. 
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purposes is that Currie and Fisher, though reaching their conclu
sions by formally different mathematical schemata, both believe that 
regulation of the quantity of money, including demand deposits, 
wiIl regulate the general average of commodity prices (not defined 
in the same way by both). 

CURRIE HOLDS FEDERAL RESERVE POLICY SHOULD 
CONTROL VOLUME OF DEMAND DEPOSITS, 

NOT QUALITY OF BANK ASSETS 

Currie is not always sure that he wants to make the control 
of commodity prices his objective. Sometimes he talks of regulat
ing incomes and sometimes of other purposes. It is reasonably clear, 
however, that he thinks that, in regulating incomes one is also regu
lating commodity prices. But the whole thesis of the book is that 
the combined amount of money in the pockets of the people and 
"adjusted demand deposits" is to be regulated by the Federal Re
serve authorities with reference to one of these objectives, and that 
everything else in legislative policy and Federal Reserve policy con
cerning money, credit and banking is to be subordinated to this. 

The Federal Reserve Banks, he maintains, have allowed them
selves to consider irrelevant matters, and particularly the matter of 
the quality of the assets of the commercial banks. He draws the 
line sharply between two objectives, (1) the control of the total of 
money, which he advocates, and (2) the policy directed toward con
trol of the quality of the assets of the member banks, which he 
condemns. 

HOLDS FEDERAL RESERVE SYSTEM SHOULD NOT 
TRY TO CONTROL SPECULATION 

It is not the business of the Federal Reserve Banks to check 
or hold down stock market speculation if in so doing they are obliged 
to reduce the total of demand deposits. he holds. Federal Reserve 
policy in 1927, when they increased member bank reserves by their 
vast purchases of Government securities, was, he holds, "wholly 
admirable." I quote:' 

CURRIE APPROVES 1927 FEDERAL RESERVE POLICY 
"The 1927 policy has been generally condemned on the 

ground that it was responsible for the 'speculative mania' of 
192&-29. one of the members of the Federal Reserve Board 
having since gone so far as to say that it represents 'one of the 
most costly errors committed by any banking system in the 
last 75 years.' To the writer it appears wholly admirable, 
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rather to be characterized as one of the most successful policies 
ever pursued. Though one cannot positively say that it was 
responsible for arresting the downward trend of prices and pro
duction and for easing the pressure on foreign central hanks, 
we are justified in claiming that it was the policy acceptable in 
theory for the attainment of those ends. Since we have argued 
that the call-money rate plays a minor role in the calculations 
of speculators and that the major part of the rise in stocks 
appeared reasonable and defensible on the basis of the then 
existing knowledge, it follows that the 1927 policy was respon
sible for the subsequent rise in stock prices only in the sense 
that it resulted in an upswing in business activity and profits.'" 

CURRIE CONDEMNS BANKING ACT OF 1933 

Currie says: " • • • the provisions in the Glass-Steagall Act of 
1933, seeking to give the reserve administration greater control over 
the loans of member banks indicates a' complete misreading of the 
1928-29 episode and do not mark any advance in either central bank
ing theorr or practice.'" 

CONDEMNS EFFORTS OF FEDERAL RESERVE SYS
TEM TO CONTROL SPECULATION IN 1929 

The effort of the Federal Reserve System to tighten money 
and to bold down the stock market boom in 1928 Currie approves 
mildly on the ground that business had definitely turned the corner, 
with the qualification that "it perhaps need not have been quite so 
drastic." But the efforts of the Federal Reserve System in 1929 to 
check the speculation was "a grave blunder." What they should 
have done in i929 W"dS to reverse policy and to make money easier. 
"This· course, which bas never as yet been tried, appears at first 
sight so bold-a1most foolhardy-that it was not even considered. To 
the writer, however, it appears to have been the only way aut.'" 

CURRIE'S THEORY RUNS COUNTER TO ALL 
ACCEPTED PRINCIPLES OF BANKING

HOLDS COMMERCIAL LOANS "PER
VERSE," LIQUIDITY UNIMPORTANT 

Currie's theory that everything is to be subordinated to the con
trol of the quantity of money runs remorselessly against virtually 

---I Curri.. "Monetary Policy and the Depression," from the /""maI of 
Political EcOft_y, Chicago, April, 1934, pages 168 and 169. This article 
ia cited with approval in the book under discussion aD pages 145 and 146-

a Ibid. Page 176, Do 
'lbid. Pages 169-70. 



every accepted principle of credit and banking. He regards liquid
ity of banks as unimportant. Loans that can be readily liquidated 
and that are liquidated when the borrowers no longer need them" as 
borrowers draw down their deposits at the banks in paying off their 
loans, are indeed "perverse," since such loans interfere with the 
control of the volume of demand deposits by the central authorities. 
Commercial loans in banks are particularly bad from this point of view, 
because they tend to expand with a resultant expansion of demand 
deposits at times when business is active and prices are rising, at 
which time the policy of control would call for holding down demand 
deposits, and because they contract when business is falling off. 

INVESTMENTS HELD "IDEAL" TYPE OF ASSETS 
FOR BANKS 

Investments by banks are far better from the standpoint of the 
kind of control Currie wants. Indeed, he uses the word "ideal" in 
connection with them-"From the viewpoint of control, investments 
are the ideal type of assets." (Page 122). 

LOANS "FOR ACCOUNT OF OTHERS" IN 1929 
DECLARED "FORTUNATE" BY CURRIE 

In Currie's view, security loans stand in between. Like com
mercial loans, they tend to dec1ine in the downswings of business, 
but "fortunately, in 1929, banks were not supplying the whole of 
this market."-Loans "for account of others" stood at a vast figure in 
1929, and bank loans against securities and demand deposits increased 
as the "others" withdrew in panic from the loan market.--Currie con
tinues, "Although, curiously enough, banks appear to resent what 
they call 'bootleg' loans, it is difficult to see how a serious contraction 
of moneyl would have been avoided in 1929 if they had not existed." 
In a footnote, Currie gives evidence of a little uneasiness about this 
absurd statement because he says, "Unless it is held that the height 
of loans on account of others was responsible for the liquidation." 
But he continues: "Despite the bad repute in which non-bank secur
ity loans are generally held * * * it is to be hoped that they will 
increase in the future.' Their existence affords a much needed degree 
of elasticity to bank security loans." (Page 121). 

CURRIE'S COMPLETE MISUNDERSTANDING OF 
1927-29 DEVELOPMENTS 

To one who lived through the crash in 1929, viewing the matter 
from the inside of a great bank, this view is so fantastic as to be 
---I "Money" in Currie'. language meaDS cash in the haDda of the public 

plus "adjusted demand deposits." 
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incredible. I myself would hold the view that loans "for account of 
others" were often useful in the period preceding 1924. They came 
in times of tension and crisis, attracted by high rates of interest, 
from men who were well informed and who had steady nerves, men 
who knew the risks and knew how to protect themselves against 
them. The entrance of such lenders eased the burden on the 
banks in a crisis. (\s they came in, they reduced their deposit bal
ances with the banks, at the same time that they took over loans 
which the banks would otherwise have to carry. This facilitated, 
without forced sales of securities in the market, a reduction both of 
hank loans and of hank deposits, with the result that the reserve 
ratios of the banks were improved and with the consequence that 
interest rates were held down or reduced. Interest rates on short 
hank loans are primarily governed by the question of whether 
reserves are excessive, adequate or deficient with relation to deposits, 
and a period of tight money is eased off either by a decline in de
posits or by an increase in reserves or by both. 

But the role of brokers' loans for account of others in the 1929 
episode was a radically different thing. These loans were made, 
not iII. the crisis, but in the period of the boom, and when the crisis 
came there was a sudden panicky withdrawal of these loans "for 
account of others," with the result that there had to be an immense 
expansion of hank credit, loans and deposits, to take care of it. In 
the panic week of 1929, the total of loans for the reporting member 
banks in New York City increased by $1,281,000,000, while the 
demand deposits of these same banks showed an increase of $1,565,-
000,000. Of this increase in loans, 374 millions, or over 29 per cent, 
was in The Chase National Bank alone, where the present writer was 
in a position to know very definitely what was going on and what 
the money market consequences were. 

The situation was studied closely as it developed through 1928 
and 1929, and it became increasingly clear that a grave problem 
existed. The volume of brokers' loans for "the account of others" 
looked manageable in late 1928, but it grew by leaps and bounds 
through 1929, and it became increasingly clear that only heroic meas
ures could meet the crash when it came. The New York bankiog 
community was increasingly preparing itself for this shock, and 
made an eminently creditable performance in meeting it by a gigan
tic expansion of l~ and a corresponding expansion of deposits. 

But the contention that it was a good thing that they should 
have had to do so, because otherwise demand deposits would have 
gone down, is one of the most fantastic things ever said by any 
writer on money and banking. 
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CURRIE ABSOLUTELY WRONG ON RELATION 
OF DEMAND DEPOSITS AND INTEREST RATES 

The reason for this is partly to be found in a curious obsession 
of Currie's concerning the relation of demand deposits to interest 
rates. C"me believes tllat an increase in demand deposits lowers 
th, rate of interest. I quote: "In the former case, the banks create 
deposits by increasing loans. This has a tendency to lower interest 
rates." (Page 20). Currie apparently believes that the existing vol
ume of deposits can be loaned by banks, even their time deposits 
(page 152). He believes that the contraction of demand deposits 
of member banks in the first nine months of 1928 was "probably 
the major cause of the abnormal rise in interest rates in that period." 
(Page 145). 

He apparently does not realize that banks do not own their 
existing deposits. Their existing deposits are liabilities of the banks. 
They are the debt of the banks to their customers. Their customers 
can lend them, if they wish, but the banks cannot. A bank can 
lend only if it has enough cash reserves to permit it to create a new 
demand deposit liability to a borrowing customer, or to payout cash 
in making the loan-or, of course, if it has liquid assets other than 
cash reserves by the disposal of which it can promptly get more 
cash. The facts with reference to the relation of deposits and inter
est rates are precisely the reverse of Currie's assumption and belief. 
When a bank's deposits are low, in relation to a given volume of cash 
reserves, its ability to lend is great, its temptation to lend is great, and 
if other banks are similarly placed, the competition of banks for 
loans makes interest rates go low. As deposits increase with the 
same given volume of reserves, interest rates tend to go higher. 

The fact is, further, that the decline in demand deposits in 1928, 
instead of raising interest rates, as Currie supposes, tended to ease 
off interest rates and tended to defeat the efforts of the Federal 
Reserve System to control the stock market specu1ation by tighten
ing money. Moreover, the fact is that the sudden increase in de
mand deposits at the end of 1929, as the member banks were obliged 
to take over the loans "for account of others", operated to hold up 
interest rates and to retard the efforts made by the Federal Reserve 
Banks to ease off the money market. 

DEMAND DEPOSITS AND BROKERS' LOANS, 1928-29 

The main explanation of the decline in demand deposits in 1928 
was the growth of brokers' loans "for account of others" and for 
the account of out-of-town banks, though other factors entered as 
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shown below. The present writer analyzed this while it was going 
on, in three numbers of the Chase Economic Bulleti,..1 

Instructed by a customer with large demand deposits to make a 
loan for his account to stock exchange brokers, the bank might do 
one of two things. It might, most simply, tum over to the customer 
a loan which it had already made, debiting his deposit balance as it 
did so. Here, obviously, in the bank's figures, loans go down and 
deposits go down, and no change takes place in any other bank, so 
the total of loans and deposits in the banks is reduced, and pressure 
on the bank's reserve is reduced. The bank is in a better position 
to make a new loan than it was before. A more complicated case 
would be where the bank made a loan at the "money desk" in the 
Stock Exchange for the customer's account, and debited his deposit 
balance, giving a cashier's check to the broker who took the loan. 
The bank, in this case, assuming that its reserves were just adequate 
--and the reserves were under pressure in general throughout 1928 
-would be disposed to call a loan made for its own account on the 
same day, in order to avoid a deficit in its dealings with the clearing 
house and the Federal Reserve Bank the following day. In this case, 
also, <!eposits go down for the bank and for the banking system. 
and loans go down for the bank and for the banking system. 
This matter is analyzed fully in the Bulletin above referred to, 
"Brokers' Loans and Bank Credit." 

The remarkable thing about loans "for account of others" in 
1928-29 is the altogether unprecedented volume of money available 
for this use. It had never happened before in our history, and that 
it should have happened at that time calls for a very special explana
tion. The explanation is to be found in the preceding gigantic expan
sion of bank credit between 1922 and early 1928, amounting to 13~ 
billions. of deposits, demand and time together, and to 14~ billions 
in loans and investments, for the commercial banks of the country, 
savings banks not included. 

This bank expansion was based (a) on inflowing gold, and 
(b) on easy money policies of the Federal Reserve Banks, very 
especially on the great open market purchases of Government 
securities in 1924 and in 1927, the latter being the episode so highly 
praised by Dr. Currie. . This expansion had put redundant liquid 
resources into a great many hands. Between the middle of 1927 and 
the middle of 1928, for example, as a result of the immense expan
sion of cheap money; some 1,800 millions of new foreign securities, 
refunding excluded, were placed in the United States, an amount 

1 (I) "An Analysis of the Money Market," June. 1928, pal''' 18-19; 
(2) ''Brokers' Loan. and Bank Credit," October 31, 1928, and (3) "Some 
Side Lights on the Money Situation," February 13, 1929. 
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far exceeding the needs of foreigners for meeting current interest 
and for offsetting our favorable merchandise trade balance, the pro
ceeds of which they were in a position to lend to our securities Ipar
ket when the rates of interest there attracted them. 

The growth of the issue of new securities of all kinds during 
this period of bank expansion was very great. 1923 was the one 
year during this period in which there was no bank expansion. The 
total of new securities publicly placed was 4,300 millions in that 
year, taken up by investors' money. In the calendar year 1927, on 
the other hand, with an expansion of bank credit of approximately 
3 billion dollars, the total of new securities publicly placed was 7,790 
millions, the increase over 1923 in investors' savings being 490 mil
lions, but 3 billions of the excess being a resultant of bank expansion. 

Security Issues 

Total Corporate 
Porelp. 

Secutitiel 
Total Seeuritiea Secuntiea Publicly Placed. 

PJ.!i~I:~lund. Pla!d~I;:7und. in the United 
StatN (refund· 

ing excluded) ina: excluded) ina excluded) 
---IXu million. 01 dollars)---

1922 4,304.4 2.335.7 634.5 
1923 4.304.4 2.702.5 280.3 
1924 5.5932 3.322.3 996.6 
1925 6.220.2 4,100.7 1.0862 
1926 6,344.1 4,357.0 1,145.1 
1927 7.791.1 5,391.0 1.561.1 
1928 8.114.4 6.079.6 1,3192 
1929 10.194.9 8,649.4 757.8 
1930 7.023.4 4.944.4 I,OW.2 
1931 3.1lS.5 1.763.4 253.7 
1932 1,192.2 325.4 26.0 
1933 709.5 160.7 .1 
1934 1,419.5 178.3 0 

Source: Commercial and Financial Chronicle. 

These new security issues not only gave foreigners excess liquid 
funds, but also placed the business corporations of the country in a 
position where they had a great excess of liquid funds. They very 
largely paid off their commercial loans at the banks, and still re
mained with excess liquid resources which came as loans to the secu
rities market when interest rates grew attractive. Rapidly rising 
security prices and real estate prices through this period-the vast 
increase in real estate loans in the banks was a very important factor 
in the great rise in real estate prices during the period-put large 
liquid resources into the hands of those owners of real estate who 
were wise enough and fortunate enough to sell at the rising prices, 
and as many of them hesitated to reinvest in either securities or real 
estate in 1928 or 1929 at the high prices prevailing, they also had 
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funds available for loans to the securities market. And the same 
thing of course is true of the wise investors who sold their stocks 
and held themselves liquid in 1928 and 1929. 

The vast volume, in other words, of brokers' loans "for account 
of others" was the product of the prior expansion of bank credit 
based on incoming gold and the cheap money policies of the Federal 
Reserve Banks. 

Never before in our history has it happened that so vast a quan
tity of mobile liquid resources were available. When, in 1928 and 
1929, the Federal Reserve authorities made their belated effort to 
check specu1ation and to reverse the policy of bank expansion, they 
found themselves confronted with many unexpected difficulties. 

If the water is allowed to overflow in the tub of an upstairs 
hathroom for. five minutes, it is a fairly simple matter to "mop 
up" when you turn off the tap. But, if you let it overflow for six 
years and then tum off the tap, you have a tremendous amount of 
pumping to do before you get the house dry again. And long after 
you have pumped enough· to take up the water in sight, you find 
water pouring in from the interior of the walls and from other unex
pected' places-this is assuming a very strong house which doesn't 
collapse entirely. 

OTHER FACTORS EASING TENSION IN 1928-29 

With the tension of money in 1928 and 1929, accompanied by 
the excited securities market and the rapid rise in security prices, a 
wide variety of resources manifested themselves, all tending to ease 
off the strain on bank reserves and to prevent the measures which 
the Federal Reserve Banks were taking, which would ordinari1y 
have been entirely effective, from reversing the movement. (1) As 
already explained, brokers' loans "for account of others" took brokers' 
loans out of the banks and reduced demand deposits. (2) On a sub
stantial scale, new bank stocks were issued, with the result that the 
banking system as a whole changed deposit liabilities to depositors 
into capital liabilities to stockholders, reducing deposits and offsetting 
the pressure on reserves. (3) There was a very substantial growth in 
the substitution of acceptance credits for straight loans, the accept
ances being very largely held by the Federal Reserve Banks and for
eign banks. To the extent that this occurred, both bank loans and 
bank deposits were' reduced, while, to the extent that the Federal 
Reserve Banks bought the acceptances, new reserve money was 
created. (4) There was an immense increase in rediscounting by the 
member banks--ml increase which would not have come on anything 
like so great a scale had the Federal Reserve Banks held their redis-
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count rates above the market in accordance with the orthodox rule. 
(By "the market," in the United States, I mean the rates on loans to 
prime borrowing customers in great city banks). (5) There was a. re
duction in the volume of "money in circulation" (i.e., actual currency 
outside the Treasury and outside the Federal Reserve Banks). This 
figure, on the average, stood at 110 million dollars less in 1928 than 
in 1927, making a net addition of that amount to the reserve deposits 
of the member banks. . 

For these various reasons the measures which the Federal 
Reserve System took, which, on the basis of their previous experience, 
they expected to be adequate, proved inadequate and ineffective, 
though there never was a time when by ,.eally vigorous measures, 
including ,.ediscount rates above the market, they could not have 
accomplished their purpose. 

Be it observed that the first three of these factors which oper
ated to ease the money market had the effect of holding down or 
reducing demand deposits, directly contrary to Currie's theory that 
decreasing demand deposits raise interest rates. Again and again, 
the informed student of monetary matters is impressed with Currie's 
complete misunderstanding of important financial episodes because 
of his exclusive preoccupation with a highly simple and exceedingly 
unrealistic theory. 

ANY SIMPLE THEORY OF MONEY AND 
CREDIT IS WRONG 

In this connection, I venture the proposition that any simple 
theory purporting to explain money and credit is wrong. And any 
effort to recast our whole financial fabric on the basis of any single 
simple theory must make incredible disturbances and disorders totally 
unanticipated by the men who believe in the simple theory. 

CURRIE'S GENERALIZATIONS BASED ON ABNORMAL 
PERIOD-NEGLECTS EARLIER EXPERIENCE 

A further very important thing to observe in this connection 
is that the period from 1922 to 1934 and, above all, the ten years 
from 1924 to 1934, represent highly abnormal phenomena in the 
field of money and banking, and an increasing pathology in the sys
tem. Currie's generalizations are almost entirely based upon this 
period and, very especially, upon the period from 1927 on. His 
generalization quoted above, for example, that speculators are very 
little influenced by interest rates, is based on their behavior in 1928 
and 1929, though, if he had extended his study even into the autumn 
of 1927, he would have found good reason to believe the contrary. 
(See Chase Economk Bulletin, "An Analysis of the Money Market," 
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June 4, 1928, page 18.) In ordinary times, low money rates encour
age speculative borrowing and rising security prices, while firm 
money rates discourage them. The study made by Warren M. 
Persons1, for example, covering the years 1903 to 1914, gives very 
abundant and exact evidence on this point. The extent to which 
Currie's generalizations are based on very recent years, lacking the 
perspective which earlier financial history would give, will be recog
nized, I think, if the reader will examine in his book pages 36, 117-
125, 131, 133, the last paragraph of 135, 137, 172. 

HE WOULD APPLY SAME POLICY TO NORMAL 
AND ABNORMAL SITUATIONS 

The same general comment may be made with respect to the 
application of his theory. The only abnormality which apparently 
can exist, from the standpoint of Currie's analysis, is a deviation in 
the total of "adjusted demand deposits" and pocket cash from what 
his norm would require for the purpose 'of the regulation of incomes 
or prices, which apparently are his control for business activity. 
And he would apply the 'same reasoning to 1928-29 as he would 
apply.to any other period with respect to these matters. (See his 
discussion, pages 49-50 and the bottom of 97.) 

CURRIE IGNORES INDUSTRIAL EQUILIBRIUM, 
FOREIGN TRADE EQUILIBRIUM, AND 

QUALITY OF CREDIT 

But these years were years which had been preceded by such 
a gigantic growth of credit that even that part of credit which he 
alone recognizes, namely, demand deposits, could still have been 
excessive. The world was, in fact, shot through with abnormalities 
in 1928-29. For one thing, we had been for years getting out an 
excess of exports over import.>, giving credit to foreign countries 
in the process, with high tariff barriers which prevented their repay
ing these credits. Banks allover the world had had their liquidity 
impaired by the rapid expansion of credit going into illiquid uses 
(see Chase Economic Bulletin, "Some Major Forces in the Interna
tional Money Market," October 29, 1927, pages 19-23, 26-29). A 
vast volume of debt had been created-and debt is the other name 
for credit-as a result of these tendencies. Credit expansion had 
been laboring for years against trade barriers and had been for years 
preventing necessary' industrial readjustments, especially in England. 
Currie sees nothing of the growing industrial disequilibria, sees 

1 Rroit'/D .f Ec ....... ic Statistics, April, 1919, pages 111-113. Persons 
generalizes for the period 1903-14: "Prices of securities reac:hel a maxi
mum at the same time the rate for capital was at a minimum." 
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nothing of the growing abnormalities in international 'trade relations, 
sees nothing of the increasing artificial controls of commodity prices, 
sees nothing of the growing inflexibilities created by Government 
policies. All that he can see and all that he can say is, apparently, 
the monotonous "tit-tat-to"-"money, credit, prices; money, credit, 
prices," and his formula is the same for an industrial situation des
perately out of balance as it is for one well shaken down and ready 
to respond to an easy money market. 

LIQUIDATION NEVER TO BE PERMITTED 

One thing that appears quite clear from Currie's analysis is 
that never, under any circumstances, must a real liquidation of bank 
credit be allowed to take place. That we have got out of previous 
crises as we have liquidated credit, eliminating the insolvent and 
verifying the solvency of those who were good, so that confidence 
was restored in the credit situation, at the same time reducing 
commodity prices and wages and readjusting long term contracts 
where necessary, involving rentals and even bond interest, means 
nothing to him. He has found the necessary magic to prevent all 
this in the proper adjustment of the supply of money. 

CURRIE LIMITS "CREDIT" TO DEMAND DEPOSITS 

Currie limits the word "credit" to demand deposits and, strictly 
speaking, to his "adjusted demand deposits." 'Time deposits he 
identifies with savings (pages 16; 152). The fact that time deposits 
are owned by big corporations or others of wealth is "extraneous." 
"The savings of a number of people acting collectively, as in a cor
poration, should have no different economic effect than the same 
amount of savings of the people individually". (Page 16). 

To Currie, loans are not credit and book credit is not credit. 
Eliminating time deposits and eliminating loans and investments 
from his picture of credit and looking only at the demand deposits, 
he would make the expansion of credit in the period of 1922-28 
much less than it evidently is when we look a~ the whole picture 
of deposits of both kinds, and loans and investments in the com
mercial banks. 

CURRIE'S FUNDAMENTAL ERROR REGARDING TIME 
DEPOSITS-TIME DEPOSITS AND 

SAVINGS DEPOSITS 

Time deposits, he says, (page 99) are "not affected to any 
great extent by inflows or outflows of reserve funds." He speaks of 
the steady secular growth of time deposits (page 132) and says 
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they "exhibited little cyclical movement from 1921 to 1929," 
though he admits the secular growth was arrested in 1928-29, and 
is apparently puzzled by it. The facts are that time deposits were 
immensely responsive to the inflow and outflow of reserve funds, 
that they expanded with great rapidity in periods when the Federal 
Reserve Banks were making reserves easy by cheap money policies, 
and that they slowed down their growth sharply or even ceased to 
grow when the Federal Reserve Banks tightened up. I have dis
cussed this in great detail in the Chase EcOflOtfl;c Bulleti .. , "Bank 
Expansion versus Savings," June 25, 1928, from which I quote the 
following passage: 

''But the great growth of time deposits has been in the periods 
of monetary ease and rapid bank expansion, and not in the periods 
of relatively firmer money and retarded bank expansion. The year 
1922 was a year of rapid expansion. The Federal Reserve Banks 
increased their open market purchases, gold came in, and deposits 
moved rapidly. From January 4, 1922, to January 3, 1923, the 
time deposits of the reporting member banks increased from 
$3,011,000,000 to $3.748,000.000, or 24.5 per cent. The year 1923 
was one.in which the Federal Reserve Banks reversed their policy 
and o"ffset the incoming gold by reducing their open market purchases 
and raising their rates of rediscount. The time deposits of the report
ing member banks in this year rose from the $3,748,000,000 of Janu
ary 3, 1923, to $4,104,000,000, or 9.5 per cent, by January 2 of 1924. 
The year 1924 was one of very great Federal Reserve Bank expan
sion, great ease of money and very rapid bank expansion. Time 
deposits moved up in this year from $4,104,000,000 on January 2 to 
$4,849,000,000 on January 7 of 1925, or 18.2 per cent. 

"The case is even more striking when we observe the hehavior 
of time deposits in certain of the major cities. From April 12, 
1922,.to April 11, 1923. time deposits in New York City moved up 
from $353,000,000 to $627,000,000, or 77.6 per cent. In the follow
ing year, the period of restricted credit, the same time deposits 
moved up only from $627,000,000 to $649,000,000, or 3.5 per cent 
(by April 16, 1924). In the following year, coming down to 
April 15. 1925, a period of great monetary ease, time deposits move4 
up to $816,000,000, or 25.7 per cent, whereas in the next year to 
April 14, 1926, there was an actual decrease of $2,000,000, the 1926 
figure being $814,000,000. 

"A similar story can be told for Chicago. From April 5, 1922, 
to April 11, 1923,. time deposits increased from $311,000.000 to 
$372,000,000, but from April II, 1923, to April 16, 1924, they 
increased only $1,000,000 to $373,000,000. This high variability in 
the growth of time deposits is very different from the steady growth 
which characterizes the figures of the savings banks. 
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"Again, the growth of time deposits has been very much more 
rapid than the growth of savings deposits, as shown by the follow
ing figures for the mutual savings banks, on the one hand, and the 
time deposits of the reporting member banks and National banks, 
on the other hand. 

"Comparative Growth of Savings Deposits and Time Deposits 
(In millions of doUara) 

Deposit. of Time Time DepHi .. Tim:f~iirit. All Mutual Dr?ati~!:ar' of Reporting 
Savings Member Banke in Reportinll' 

Da .. Banks Banks N.Y.Districtl Member Sanki' 
June 30, 1922 5,780 4,112 666 3,380 
JUDe 30, 1923 6,289 4,755 901 4,000 
JUDe 30, 1924. 6,693 5,260 972 4,418 
June 30, 1925 7,147 5,925 1,174 5,172 
June 30, 1926 7,578 6,314 1,263 5,650 
JUDe 30, 1927 8,0771 7,316 1,472 6,212 
Jan. I, 1928 8,315 7,8082 1,622 6,611 

% Increase over 
1922 __ . __ .M_._. 43,9 89.9 143.5 95.6 .. 

Surplus reserves generated time deposits more rapidly than 
demand deposits, in 1922-28, the reason being very simple. Business 
men and most other people tend to be economical in the use of 
money. They do not usually carry pocket cash or till money in great 
excess of their needs. Instead they deposit it in the banks. But they 
usually do not carry demand deposits with the banks at low interest 
or at no interest in great excess of their needs, when they can get a 
substantial rate of interest on time deposits. Consequently the im
mense expansion of credit, running far beyond any needs of trade 
from the middle of 1922 to early 1928, generated primarily an ex
pansion of time deposits. 

Some banks, and especially country banks, were lulled into a 
false sense of security by this, and used the funds which came to 
them through the growth of their time deposits in such a way as to 
tie them up in illiquid form, very especially in real estate loans. 
But most of the New York City banks were alert to the dangers, 
and realized that they needed to keep their assets against their 
time deposits quite as liquid as against their demand deposits. They 
knew that their time deposits were chiefly the temporarily idle funds 
of great business corporations or of foreign banks or of rich inves
tors who had temporarily disposed of investments and were awaiting 
opportunities in the market. The most unfortunate case of all would 
be the case of the country bank which, by a time deposit rate above 
the city rate, attracted temporarily the idle funds of a great business 

I Estimated. 
2 December 31, 1927. 
3 Figures for reporting member banks are for dates nearest June 30. 
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corporation in such an amount as to represent an important per
centage of the bank's total deposits. Many such banks had to appeal 
suddenly to city correspondents as these deposits were suddenly 
withdrawn. Currie is impervious to all of this. He is concerned 
with a schema, and the facts must fit the schema. 

CURRIE'S VERSION OF THE HUNDRED PER CENT 
RE~ERVE FOR DEMAND DEPOSITS PLAN

ABSURDITY OF THE PLAN 

The most obvious evidence of Currie's misunderstanding of the 
nature of time deposits and the general nature of bank credit comes 
in his proposal of an "ideal" system of control, not recom
mended for immediate application but offered to illustrate his prin
ciple, in Chapter XV. Here be proposes a device which be recog
nizes as essentially similar to the 100 per cent reserve for demand 
deposits plan (page 156, footnote), Ih\lugh he puts it in a some
what different way. He would split up the existing banking insti
tutions into two parts.. He would have the Government take over 
the dema,nd deposits of the banks and run-of-the-mine assets to cor
respond, and he would leave the banks their time deposits matched by 
the rest of their assets. He would divorce the supply of money from 
the loaning of money. Faced with the question then as to how 
commercial loans could be made, he says: 

''While our interest in this study is centered in money and the 
conditions of its supply, nevertheless it remains true that the loans 
of banks to individuals who could not readily secure loans else
where have been of great importance in the past and still remain of 
importance. What would happen to such loans if all money were 
issued by the Government? The answer to this valid objection de
pends .on the handling of savings deposits. The best solution would 
appear to be to leave them with existing banks. They are not money, 
and therefore, apart from laying down conditions for their safe 
investment, the state has not the same interest in them as in deposits 
subject to check. Savings deposits comprise some 60 per cent of 
all deposits. They would, therefore, if left with existing banks, 
permit continuance of loans to borrowers who cannot secure loans 
elsewhere. The volume of such loans is commonly overestimated. 
They belong to a past era * * * * ." 

This is a very remarkable proposition. The banks cannot lend 
their time deposits; Their time deposits do not belong to them. 
Their time deposits are their liabilities. Banks can lend only if (a> 
they have cash to lend or if (b> they are in a position 10 creal, fllUI 

demand d,posits. Banks thus placed, forbidden to create demand 
deposits, increasing their loans only as new time depositors bring 
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them cash or as they are able to get cash by reducing their existing 
loans or by selling existing assets, would be in no position whatever 
to expand loans in any emergency, in no position whatever to expand 
loans to meet seasonal needs, and would be able to meet the annual 
growth of industrial borrowings only if it should so happen by 
accident that their customers brought them in the right amount of 
cash. Pure savings banks very properly recognize no obligation to 
meet the borrowing needs of their 'depositing customers. They may 
lend to depositing customers if they have some extra cash. Primar
ily they invest-when and if it suits them. 

Further, if the banks were thus cut in two, the difference be
tween true savings deposits and time deposits held by corporations 
and large investors would speedily manifest itself. The banks 
which had only time deposit liabilities would speedily find them
selves being drained as many of their customers withdrew their time 
deposits in order to tum them into working cash. A great lot of 
the existing time deposits are held by banks in connection with the 
total customer relation, which includes a borrowing equity on the 
customer's part. Very many customers with time deposits build 
them up at certain seasons of the year and let them tum, at due 
date, into demand deposits at other seasons of the year, so that they 
may use them, check against them. These customers, finding them
selves suddenly dealing with savings banks rather than commercial 
banks, would very speedily pull out-and we should have an im
mense liquidation of the dismembered institutions, and of .the people 
that owe them money. 

CURRIE WOULD DROP RESERVE REQUIREMENTS 
AGAINST TIME DEPOSITS AND 

INTERBANK DEPOSITS 

Currie's misunderstanding of the nature of time deposits and 
his identification of them with savings leads him to the extreme 
proposition (page 163) that with more stringent regulations insuring 
that time deposits cannot be checked against, all reserve requirements 
against time deposits could be removed. But the low 3 per cent 
reserve against time deposits (most of which could not be transferred 
by check) was a major factor in making the ruinous expansion of 
bank credit between 1922 and early 1928, and, had there been no 
reserves at all required against time deposits, the thing would have 
gone very much further. Throughout his book, Currie seems to be 
concerned to eliminate almost every possible restriction on every 
form of credit except his "adjusted demand deposits." Thus, on 
pages 165-166, he says: "If, however, the deposits of the non
member banks with member banks are not placed there as reserves 

2Z 



but rather as investments, and the bulk of them appear to be of this 
nature, the imposition of reserve requirements may tend to bring 
about a contraction of money when such balances are increasing and 
an expansion when they are decreasing * * *. There is, however, a 
clear case against the requirement of reserves against deposits of 
other member banks." 

CURRIE'S INADEQUATE KNOWLEDGE OF ACTUAL 
BANKING PRACTICES 

Incidentally, it may be remarked that the foregoing passage is 
an illustration of Currie's inadequate knowledge of what banks do. 
To a banker, the statement that the bulk of the deposits of non
member banks with member banks are investments rather than re
serves is fantastic. In part, at least, they are necessary working 
funds for domestic exchange transactions. They are, in large pan, 
primary reserves, usually part of legal reserve requirements, and 
for the rest they are secondary reserves; highly liquid resources, to 
meet seasonal needs or to meet crisis emergencies or to create "bor
rowing equities" for the purpose of meeting seasonal needs and 
crisis emergencies. The following figures, representing the behavior 
of deposits and loans of 59 small banks through a wide range of the 
country, chiefly non-member banks, with The Chase National Bank 
in 1920-21, will illustrate this. The banks were picked at random, 
except that larger places were avoided. 

January, 1920 
September, 1920 
October, 1920 
November, 1920 
December, 1920 
Jonuary, 1921 

B ........ 

$1,426,400 
1,215,800 
1,221,200 
1,091,800 

754,200 
159,200 

Louuo 

$ 459,200 
1,051,500 
1,611,800 
1,346,400 

801,500 
951,300 

IMAGINARY DIFFICULTIES IN CONTROL 
Currie finds a good many difficulties in the present organiza

tion of banking when one is considering the problem of effective 
control of the volume of money, He says, on page 142: "One may 
indeed become discouraged when it is realized that the factor on 
which the reserve administration must place chief reliance in check
ing expansion-the repugnance of member banks to continuous 
indebtedness to the reserve banks-is itself subject to variations, 
becoming wt'aker in. the upswing and stronger in the downswing 
of business." 

This difficulty, of course, to the extent that it is a difficulty, 
would not exist if the Federal Reserve Banks made use of the ortho
dox principle of keeping rediscount rates above the market-,-mean-
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ing by "the market" the "bottom" of the great city market, namely, 
the rates paid by prime borrowing commercial customers. I 

He sees a further obstacle to the effectiveness of Federal ReServe 
policy, namely, their special acceptance policy, which he correctly 
recognizes could easily be altered (page 143). But he manufac
tures an enormous number of difficulties in discussing the relations 
of commercial banks, the flow of funds between central reserve cities . 
and interior institutions (with resultant changes in reserve requir~ 
ments) and the like. (See especially Chapter VII.) It is perfectly 
true that when money is easy banks will be less economical with 
their reserve funds and their vault cash than they will be when money 
is tight, and that this change in bank policy will operate against 
effectiveness of Federal Reserve policy seeking to expand or to relax 
the money market. But this means merely that the Federal Reserve 
Banks need to do a little more than they would otherwise have to 
do in the matter of exerting control. They are in a position to have, 
at all times, a very close knowledge of the extent to which reserves 
of the member banks are excessive or are deficient, and if they are 
at all "close to the market" relatively moderate changes in discount 
rate or in open market holdings can meet the situation. The existing 
difficulties of control are not made by the organization of the bank
ing system, but by the appalling plethora of member bank reserves, 
artificially created in large part. 

VARYING MEMBER BANK RESERVE REQUIRE
MENTS AS A MEANS OF CONTROL 

Currie is an advocate of the doctrine of varying reserve ratios 
of the member banks of the Federal Reserve System as an impor
tant instrumentality of control. The present writer is of the opin
ion that this is a resource which is very unlikely to be used in a boom 
when tightening up is called for. Its effect would be very unlike 
the effect of the more familiar methods of control such as raising 
discount rates and the selling of Government securities by the Fed
eral Reserve Banks, or the failure of the Federal Reserve Banks to 
buy acceptances as their acceptance portfolios run off. These meas
ures strike first at the great money centers, where the banks are 
most liquid and where they are in a position to stand it. The rais
ing of reserve requirements hits both the banks that have excessive 
reserves and those that have reserve deficiencies. The method of 

I This is an over simple statement of the principle of keeping above 
tho market as applied to the Americau situation. See Hepburn and An
derson, Til, CIuJ.r. Ee_ie Bull.,;", ''The Gold and RedilCount Policy 
of the Federal Reserve Banks," Volume I No. 5 i reproduced in the 
revised edition of Hepburn's A Hillory of C_ .... , ... 1M U .. i/.d S'tU". 



varying required reserve percentages is therefore most likely to 
be used in lowering reserves at a time when it is desired to bring 
about expansion. It would be eminently desirable if reserves against 
time deposits were forthwith raised-though even that at the present 
time might bring an outcry from certain parts of the country. Cer
tainly all future increases in time deposits should have to carry a 
much higher reserve, percentage than is at present required. The 
present writer is of the opinion that the general effect of tlte effort 
to vary reserve requirements frequently would be to make bankers 
constantly apprehensive, as it would give them a new incalculable 
variable to deal with, making times of uncertainty still more uncer
tain. It is far better to use familiar methods which bankers know 
how to reckon with. 

THE FALLACY OF CHEAP MONEY AS A SUBSTI
TUTE FOR ECONOMIC READJUSTMENT 

Experience prior to the present great depression had been that 
low interest rates were among the circumstances which preceded 
and facilitated the revival of husiness. Other attendant circum
stances,' however, were low prices of raw materials, reduced wages 
and other costs, the clearing up of the weak spots in the credit situa
tion by insolvency or composition, and low commodity prices which 
attracted increased consumer buying. To these should be added 
the correction of maladjustments in the proportions of our industrial 
activities and the growing clarification of opinion as to which indus
tries could most profitably expand. In general there was required 
such a readjustment in the relations among the industries and in 
the relations of costs and prices as to make it clear that profits could 
be made by increasing activity. 

Certain writers preoccupied with money, credit and prices, 
ignoring the rest of the economic situation, have incorrectly gener
alized from this experience not merely that business could be made 
to revive in a time of depression by artificially easier money, but 
that active husiness could be indefinitely continued hy the manipula
tion of interest rates. So far as this rests on the basis of experience 
rather than on monetary theories, it is obvious that the same reason
ing would apply to the price of raw materials or to wages or to any 
other element in the situation. There have probably been times 
when a boom could have been prolonged for a time by the artificial 
holding down of the prices of raw materials-though the upshot 
would, of course, have been that at a later time the supply of raw 
materials would have grown acutely short and the reaction from 
the boom would have been even more violent. To take anyone 
factor in such a situation and seek, by manipulating it artificially, to 
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make it unnecessary for the other factors in the situation to readjust 
and to get into proper relation to one another, is a very grave error. 

COMMERCIAL LOANS AND BANK LIQUIDITY 

Currie's book seems to rest upon a very narrow base of infor
mation, both as to the theory of money and banking and as to the 
general facts of money and banking. Evidence that he has practical 
banking knowledge is absent. His theoretical sources appear 
to be almost entirely such writers as Keynes, Hawtrey and Robert
son. His statistical evidence is very largely drawn from the highly 
abnormal period 1922 to 1933. Money, credit and prices, moreover, 
are treated almost as if they operated in a vacuum. The organic 
interrelations of money, credit, banking and prices with industry 
and commerce, considerations of industrial equilibrium, considera
tions of international financial and trade equilibrium and similar 
things are almost entirely lacking. 

Currie is definitely hostile to commercial paper in banks, regards 
investments as the ideal form of banking asset and declares that 
commercial paper is of declining importance (page 117) and even 
belongs to a "past era" (page 152). He emphasizes the growing 
importance of security loans and bank investments. 

In this connection he says: "It will be obvious • • • that the 
restriction of bank loans to commercial borrowers would be a highly 
dangerous policy. The application of the Banking Principle, in 
other words, most assuredly would not secure business stability" 
(page 36), and in a footnote he says, "For a defense of the Banking 
Principle see B. M. Anderson, Jr., Chase Economic Bulletin, Vol
umeX, No.3." 

It is ~ertain that the present writer has never advocated the 
restriction of bank loans to commercial paper. On the contrary, 
he believes that he is one of the pioneers in pointing out the immense 
growth of bank investments in bonds and of stock exchange col
lateral loans as compared with commercial paper. (See Value of 
Money, New York, 1917, Chapter on "Bank Assets and Bank 
Reserves.") The present writer has been studying this problem, 
both theoretically aild practically, for many years, and he finds 
Dr. Currie's observations with respect to the matter exceedingly 
superficial and misleading. 

Commercial loans grow with the growth of the business of 
the country when money rates are not unduly easy and when bank 
credit is not expanding with undue rapidity. The rapid growth of 
stock market loans and bank investments in the period from 1896 
to 1904, for example, was a phenomenon associated with the enor
mous increase in gold in the world, and, above all, in the United 
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States.' Even during this period, however, there was a rapid growth 
of commercial loans also. But the extreme rapidity with which secu
rity loans and bank investments grew, between 1922 and 1929, and 

'Currie gives figures (page 117) to indicate a steady long time 
downward trend in the percentage of commercial loans to total earning 
assets of banks. Our ~est long statistical series here is, of course, our 
figures for national banks. and the item chosen to represent commercial 
Joans is the so-called "all other loans." as distinguished from secured loans. 
Currie recognizes, of course, that the "all other loans" contain certain 
non-commercial loans. Moreover. some of the secured loans are true 
commercial loans, e.g., loans secured by commodities, loans secured by 
crop liens, and part of the livestock paper are also self-liquidating loans 
which really belong i" the commercial loan category. (S .. my Val ... of 
MOfU!Y, Chapter XXIV.) 

Currie gives the following figures: 
P",c""ag. of ·0'''''' 10 ....... '0 'otal ...... ing as .. " 

of "",iono/ b""ks 
1890._________ 61% 1914._. ___ . _________ ._____ 47% 
1929 .. _._. ______ . __ ... _ .... _,.._........... 36% 

This looks like a pronounced and emphatic long-time downward trend. 
Let the reader, however, look at the following table in more detail: 

Lo ..... nd in".stm ... ,s of Nationo/ B ... k. 
Ratio of 

.--- (In million. of doUar.)~ All Other 

Number Total All 
of Loan. and Total Secured. Other 

BankJ Inveetmenu Loan. Loan. (1) Loan. 
1890 3,540 2,256 1,970 566 1,404 
1893 3,781 2,204 1,831 575 1,256 
1894 3,75~ 2,411 1,992 675 1,317 
1896 3,676 2,328 1,877 627 1,250 
1898 3,585 2,750 2,156 799 1,357 
1900 3,871 3,463 2,687 1,103 1,584 
1903 5,042 4,544 3,481 1,373 2,108 
1904 5,412 4,867 3,726 1,519 2,207 
1907. 6,544 6,108 4,679 1,702 2,977 
1908 6,853 6,307 4,751 1,920 2,831 
1909 6,977 6,776 5,129 2,017 3,112 
1910 7,173 7,073 5,467 2,032 3,435 
1911 7,277 7,363 5,611 2,006 3,605 
1912 7,372 7,808 5,954 2,136 3,818 
1913 7,473 8,026 6,143 2,168 3,975 
1914 7,525 8,284 6,430 2,410 4,020 
1915 7,506 8,635 6,660 2,633 4,027 
1916 7,579 9,977 7,679 3,074 4,605 
1917. 7,604 11,706 8,958 3,400 5,558 
1918 7,705 14,036 10,136 3,838 6,298 
1919 7,785 16,003 11,010 4,770 6,240 
1920 8,030 17,732 13,611 4,900 8,711 

Source: Comptroller'. Report for 1920, pag. 774-777. 

Loan. to 
Total Loan. 

Total In- and In
vestmentl vatment. 

286 62.2 
373 57.0 
419 54.6 
451 53.7 
594 49.3 
776 45.7 

1,063 46.4 
1,141 45.3 
1,429 48.7 
1,556 44.9 
1,647 45.9 
1,606 48.6 
1,752 49.0 
1,854 48.9 
1,883 49.5 
1,854 48.5 
1,975 46.6 
2,298 46.2 
2,748 47.5 
3,900 44.9 
4,993 39.0 
4,121 49.1 

(1) Iududet loan& OQ. demand lecured by stocb. bnndJ. I.IId other ~ona1 Iec:urltiee 
.nd loan. on. time aecured by atocke and. bomb; al.o loan. on time lecured. by 
other penouaJ. accuritiCI. etc.. from 1915 on. 

This table would show that, while the trend from 1890 to 1900 was 
strongly downward in the percentage of "other loans" to total earning 
assets, from 1900 through 1917 there was a clear upward trend. It would 
also show an upward trend as between 1900 and 1914. For the period 
1919 to 1932, I use the .eries of the reporting member banks, which can be 
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very especially between 1924 and 1929, was primarily due to the 
fact that money was so excessively easy and the issue of new secu
rities, especially stocks at high prices, was so excessively easy, that 
virtually every corporation in the country which had any kind of 
credit standing put out new securities, paid off or reduced its bank 
loans, and accumulated cash. 

Currie, in common with not a few others who observed the' 
phenomenon while it was going on, thinks of it as due to changed 
corporate policy. The present writer is quite sure that it was due 
rather to money market ease. The following figures for the com
position of the earning assets of the reporting member banks of the 
Federal Reserve System illustrate this strikingly: 

Loans and Illvestments of Reponing Membe,. Banks 
(In milli ... of do11on) 

Ratio of 
An 0_ 

(Monthl,. Loaoo to 
.'::~i; of Total Total Loau 

LoaM and Total Loan,on AnO_ and In-
figurel) Investmenta Lo..,. Securitiel Loono la9'c:stmeou Yatmellta 

1919 Dec. 16,387 12,412 4,703 7,710 3,975 47.0 
1920 Mar. ~~,~ 13,242 4,454 8,788 3,611 52.1 
1921 Mar. 12,785 3,921 8,864 3,281 55.2 
1922 Mar. 14,617 11,034 3,641 7,393 3,583 50.6 
1923 Mar. 16,368 11,796 4,116 7,680 4,572 46.9 
1924 Mar. 16,443 12,138 },~~ 7,956 4,306 48.4 
1925 Mar. 18,523 13,320 8,198 5,204 44.3 
1926 Mar. 19,420 14,172 5,652 8,521 5,248 43.9 
1927 Mar. 19,989 14,536 5,867 8,670 5,453 43.4 
1928 Mar. 21,502 1~,~~ 6,586 8,784 6,133 40.9 
1929 Mar. 22,472 7,580 8,911 5,981 39.7 
1930 Mar. 22,352 16,746 7,964 8,781 5,607 39.3 
1931 Mar. 22,839 15,452 7,302 8,ISO 7,387 35.7 
1932 Mar. 19,434 12,375 5,388 6,987 7,059 36.0 

Source: Statistical Abstract of the UoitedStates. 

obtained weekly, whereas the national hank figures are available 001, 
three to five times a year. Tbis table appears in the text above. On the 
basis of this table, I bave discussed tile trend since 1920. 

Since 1924 the development haa been definitely pathological. More-

b:1:s ~o~~~ ra~id~~~ro~in;a~roo~::io~o:f'~: ~t!t:e~~~"!d~'I-
ment finance paper, so that the decline iD the percentage of commercial 
paper was more marked even than the figures themselves woold indicate. 

Currie gives also, on page 117, figures starting with 1926 to sbow the 
decline of commercial paper eligible at the Federal Reserve Banks, for the 
member hanks of the Federal Reserve System. 

It so bappens that the present writer, in early 1927, in the ChM. 
Economic Bulletin, took occasion to comment OD the dangerously low 
percentage of such paper in the asseta of member banb, and gave figures 
showing how rapidly this percentage bad dropped in the three preceding 
years. (ellau Ec"""",ic Bull.tin, April 8, 1927, pages 17-20.) Currie 
takes as his base figure, in other words. a year when the pathology was 
already far advanced. It i. impossible to draw standards for banking 
practice from the figures after 1924. 
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The period from March, 1922, to March, 1923, was character
ized, on the whole, by a great expansion of bank credit, due to the 
fact that the Federal Reserve Banks had bought Government securi
ties and acceptances easing the money market, a policy which they 
began to reverse in January of 1923. During this period, security 
loans and bank investments grew rapidly in relation to commercial 
loans. March, 1923, ,to March, 1924, was a period when the Federal 
Reserve Banks were holding back and bank expansion was not taking 
place. Commercial loans grew during this period at virtually the 
same rate as the year before. Security loans increased hardly at 
all and bank investments actually declined. 

The following year, March, 1924, to March, 1925, was char
acterized by an innnense expansion of bank credit based on Fed
eral Reserve purchases of Government securities and infiowing gold, 
and in this year there began the great increase in the proportion of 
bank investments and security loans to commercial loans. For the 
rest of the period, down to 1929, this tendency went on, accelerated 
sharply by the great expansion of credit in 1927. 

No radical w.ange in Corporate policy took place in this short 
period.. Tbe significant variable was the money market itself. 

Currie is not at all concerned about the quality of bank credit 
and, indeed, makes a sharp issue between his theory, which calls for 
policy directed toward the control of the quantity of demand deposits, 
and the antagonistic policy of protection of the quality of bank loans 
and investments. I stand emphatically for the other point of view. 
I am concerned about the quality of money and credit. I trust a 
situation in which no new credit or debt is created without due con· 
sideration of the sources from which repayment can come, in which 
adequate margins exist to provide against risks and in which the 
general.situation is adequately liquid. In this connection I concern 
myself very especially with considerations of the underlying indus
trial and trade equilibrium as well as with the technical position of 
particular borrowers. 

I would emphasize, and did emphasize in my 1917 study, that 
modem corporate organization and the development of the great 
stock market have made bank loans against securities safe and 
desirable when held within proper limits and when properly handled. 
But such a radical change as that which took place between 1923 and 
1929 in the proportions of commercial loans, security loans and invest
ments was a source of great disquiet to me, as the situation developed, 
and was a circumstance which led me to give repeated warnings. 

One of the finest developments in American banking in the last 
two or three decades has been the improvement in credit technique 
in connection with commercial loans. The bank credit men of the 
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United States have done, outside of academic walls, an altogether 
superior piece of scientific work in studying the conditions under 
which commercial loans may properly be extended and in develop
ing a tradition and a code with respect to this matter-as well as a 
very fine system of interchange of information. Further, when 
business men get an important part of their working funds from 
the banks, they come and sit wit~ the banker once a year or more, ' 
to discuss their plans, and especially to consider how much money 
they may wisely use. Industrial policy is very much improved by 
these conferences. When, however, the business community, as was 
true from 1923 to late 1929, can go instead to the securities market 
and freely obtain money it mayor may not need, adequate for its 
guessed-at needs for the next several years, a very different situation 
is created. The careful and exact and fine calculation disappears. The 
amount borrowed, or the amount secured by stock issues, becomes a 
matter of the accidents of the money market rather than a matter 
of the actual industrial outlook. The volume of credit is much less 
closely apportioned to the general needs of the commercial and in
dustrial situation, and has nothing like so fine an adjustment in qual
ity and in detail to the actual processes of industry and trade. The 
commercial loan should be encouraged and not discouraged. 

To substitute for the fine scientific job which the bank credit 
men of the country have done, which can deal in detail with the 
credit needs of the country, the vague speculations of the "modem 
monetary theorists" like Messrs. Keynes and Currie, concerned with 
the total amount of money and credit which the whole cOlin try needs 
from the standpoint of regulating incomes and prices and the "relation 
of savings to investment," does not seem to be, scientific progress 
or reform. 

The old view that only short-term commercial loans are self
liquidating the present writer himself has objected to, and he has 
emphasized the liquidity-not merely the "shit/abilily" but the actual 
liquidity-of loans to the stock market. Brokers' loans, for example, 
at the beginning of 1920, stood in New York at 1,750 millions, and 
were redllced to under 700 millions by the end of 1920 at a time 
when commercial loans were being rapidly increased as the banks 
took care of the borrowing needs of their commercial customers 
in the crisis. And even the vast and unwhole.,ome total of 8~ bil
lions of brokers' loans in the stock market in late 1929 was actually 
reduced by liquidation to under 300 millions by the summer of 1932 
(offset in minor part by a shift to bank customers' loans against 
securities). But the principle of liquidity the writer would insist 
upon. and the same reasons which led Adam Smith to reject the 
real estate loan as a proper banking asset persists in the mind of 
the present writer as good and valid grounds for rejecting real 
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estate loans. The present writer has emphasized that Dot all of the 
so-called commercial loans are truly liquid. Au important part of 
them are. Loans to local customers often are not. The bank must 
take care of them. The British bankers make a sharp distinction 
between their advances to commercial and manufacturing customers 
and their commercial bills, the latter being highly liquid. Ameri
can bankers have long made sharp distinctions among their cus
tomers from the standpoint of liquidity, certain of them being highly 
liquid, certain loans being definitely seasonal, and also between their 
holdings of customers' paper on the one hand and of outside com
mercial paper and acceptances on the other hand. 

Currie (page 38) holds that neither security loans nor com
mercial loans are liquid en masse. This is not true. At the very 
worst of an extreme strangling crisis it tends to be true, but, in 
general, it is not true. You can't liquidate all loans at one time, 
but you can, barring an extreme panic, liquidate enough to correct 
an unsatisfactory situation. If, however .. you neglect the quality of 
your credit through a period of years, and, by OfJwdoing quantity, 
bring about a general qualitative deterioration, as we did from 1922 
to 1929, the problems of liquidation become extremely difficult. The 
desirable thing is to hold a firm grip on the situation at all times and 
to watch both quality and quantity at all times. 

CRITICISM OF CURRIE'S VERSION OF 
QUANTITY THEORY 

Where Iriving Fisher builds his quantity theory on the notion of 
quantity of money going through all kinds of payments, using a 
"velocity" concept that tries to take account of all of the turnovers of 
money, Currie uses a different velocity concept, namely what he calls 
"income- velocity." This is obtained by dividing the figures for the 
total income of the country in anyone year by the average quantity 
of money for that year, money being the actual hand to hand cir
culation outside of banks, plus "adjusted demand deposits." He 
thinks of the money and income velocity in combination as the fac
tors governing the volume of income, and volume of income appar
ently is what governs the price level. 

No doubt a man can make the arithmetical calculation required 
to estimate an income velocity. But that a causal theory can be 
erected upon this simple mathematical operation is an extraordinary 
notion. Why could it not be equally said that the national income 
and the money together govern the income velocity, or why could 
it not be equally said that the income Velocity and the incomes 
together govern the quantity of money? Why should anybody sup
pose that all of the money and credit actually goes through incomes 
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in the course of a year? Why may not large parts of it be limited 
entirely to capital transactions and other business transactions? If 
so, ought not the figure for money that goes into the computati\ln be 
reduced (how much one does not know) with a resulting increase 
(by how much one does not know) in the velocity figure? 

And why should one be sure that income always governs prices? 
It appears equally obvious that prices govern income I And the truth. 
about the matter, in the present writer's opinion, is that no single, 
simple formula can possibly be correct. There is a complicated inter
play of forces, and a sound theory of prices must be integrated with 
the whole body of economic theory.1 

CURRIE'S QUANTITY THEORY CONDEMNED 
BY KEYNES 

Mr. Keynes (to whose views Dr. Currie in general adheres) 
himself repudiates vigorously the quantity theory concept that Dr. 
Currie employs. Mr. Keynes not only separates income velocity 
from the "velocity of business deposits," but he also separates "in
come deposits" and "business deposits." Of the concept employed 
by Dr. Currie he says: "But the relationship between the total annual 
receipts of income-receivers and the average stock of money held 
for all purposes is a hybrid conception having no particular sig
niJicance. .. • I concur fully with Mr. Keynes in this one point. 

NAiVE APPLICATION OF SIMPLE MATHEMATICAL 
FORMULA TO COMPLEX ECONOMIC LIFE 

To the economist accustomed to the study of the general factors 
governing incomes and volume of production, to the economist accus
tomed to the general theory of value (of which the theory of the 
value of money ought to be a special case) and to any man who has 
studied economic problems enough to be impressed with their intri
cacy and complexity, this simple piece of mathematical computation, 
offered as the basis for the determination of public policy with respect 
to money, credit and banking in a great complex modem economy, 
appears incredibly naive. 

1 I have tried to do this in my Vahu of MOM". 
2 Keynes' Trtal; .. "" Mon.", Volume II page 24. In general, it must 

be said that the concept. of Mr. K.". .. • Trtali .. on Mo • ." deal with 
unknown and unlmowable Quantities on 10 extensive a scale that it would 
be almost impossible to base policy on them. 14r. Keynes is IOmetimes 
realistic enough to recognize this when he goes to make estimates. ThtD. 
with respect to ODe important variable in his .cherne, he Jays that it i. 
probably more than S per cent and I... than 12 per cent but h. pl.ceo 
It proVIsionally at 8 per cent ...... raoge of nncertainty of 140 per cent, 
with no certainty as far as the present writer can see that even the upper 
and lower limits have validity. (Trealis, on Monty, Volume I, page 46, 
Volume II, pages 25-30.) 
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~ustness ~evtval 
and Government Polity 

MR. CHAIR~AN, LADIES AND GENTLEMEN: 

It was almost exactly a year ago today that I last had 
the pleasure of visiting Houston. At that time I had the 
opportunity of presenting informally to a number of gen
tlemen who· are here tonight my impressions of general 
business conditions, and also the opinions which I had come 
to hold with regard to certain great problems which were 
then facing the country. Looking back upon what I then 
said I 40 not feel that I need apologize for my analysis of 
business conditions. But, if any of you who remember 
what I said with regard to what I considered to be sound 
governmental policy had assumed that I was attempting to 
prognosticate the course of events in Washington during 
the past year, you would be justified in feeling that I was 
not a good prophet. 

THE CAUSES OF CURRENT BUSINESS 

IMPROVEMENT 

A year ago today the acute pessimism which had 
existed during the summer of 1934 had just begun to be 
dissipated by an upturn in the trend of business. This 
upward trend carried through with some vigor into Feb
ruary of1935. Then there was a moderate reaction which 
lasted from February through May of 1935, but last June 
the upward swing commenced again, and since early July 
business has moved steadily forward with increasing 
impetus, giving by all odds the most impressive display of 
economic strength which has been seen in this country since 
the great depression began. This improvement has recently 
caused many people to wonder whether we have not at last 
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reached the point where the end of our difficulties is in sight. 
Unfortunately the current upward trend in the indices of 
business does not necessarily mean that we have been able 
to correct the adverse fundamental conditions which created 
the depression from which we are suffering. Until these 
conditions have been corrected we cannot be certain that 
the symptoms of recovery which we are now enjoying will 
continue to the re-establislunent of normal business. 

The Banking Problem Solved 

It is true that one major problem has been solved. The 
weak points in our banking system have been cleared up; 
unsound banks have been eliminated; public confidence in 
the banks has been restored; and the Banking Act of 1935, 
as rewritten in the United States Senate under the leader
ship of Senator Carter Glass, constitutes a definite im
provement in our banking laws. 

Outside of the solution of the banking problem, how
ever, the adverse fundamental conditions have either not 
been dealt with at all or have been temporarily concealed. 
I shall later go into more detail with regard to certain of 
these adverse fundamentals, but before doing so I wish to 
say a few words with regard to the reasons why, in my 
opinion, business has recently been improving and continues 
to improve in spite of the fact that so little has been accom
plished in correcting the underlying difficulties. 

Political Fears Abated 

The first important factor in the current business 
revival is the lessening of fear. From the late summer of 
1933 to the summer of 1935 business was depressed far 
below the point which was justified by the existing eco
nomic facts. This situation, I feel certain, was created to 
a large extent by fear. This fear emanated from the plans 
and policies of the so-called "New Deal". It was fear 
which existed not only in the minds of business men and 
financiers, but was widespread throughout the population, 
that -the very nature of our Government was about to be 
changed. It was fear that we were to have imposed upon' 
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us a system in which edicts from Washington promulgated 
on the initiative of the Executive and represellting the per
sonal will of the President, would replace the'system of 
laws of general and definite application to which we had 
become accustomed. It was fear that governmental fiat 
would replace the decisions of business men and farmers 
with respect to their productive and marketing activities; 
that governmental boards would replace free competition in 
the markets in determining prices at which goods should 
be sold; that new enterprises could be started, if at all, only 
by governmental permission; and that banking and finance 
generally would be subjected to political control. There 
was also fear that the liberties guaranteed to the people 
under the Constitution of the United States and the powers 
reserved under the Constitution by the States would be 
gravely impaired, All of these 'fears were widespread, 
The political tendencies which created these fears seemed 
overwhelmingly strong, and there was a feeling almost of 
hopeles'sness with regard to the possibility of successfully 
combating them. Today these fears have been greatly 
abated. 

In the first place, we know that the Supreme Court of 
the United States, interpreting the Constitution of the 
United States, commands the overwhelming respect and 
support of the American people. Few things have given 
more courage to American business and finance than the 
decision of the Supreme Court regarding the N.R.A. and 
the magnificent rallying of American public opinion to the 
defense of the Court when its decision was challenged. 

In the second place, we now know that the Congress 
will no longer accept uncritically alI measures which have 
or are supposed to have the sanction of the Executive, but 
that, on the contrary, if given the time to do so, it wiIl study 
these measures, listen to informed criticism of them, and 
will modify them. 

The Banking Bill of 1935, as finalIy passed by the 
Congress, represents, as I have already said, a definite 
improvement in, the existing law, and is an entirely different 
bill from that originally presented by Mr. Eccles. 

5 



The Public Utilities Bill, bad as it is, is a much 
improved measure as compared with the first draft pre
pared by Messrs. Cohen and Corcoran. The House Com
mittee conducted hearings at which informed criticism of 
the measure was presented and struck out some of its worst 
provisions. I venture to express the doubt whether the 
Bill ever would have become law if the time had been 
sufficient for the actual effect of the bill as passed. to be 
fully understood by all of the members of Congress. 

The hastily improvised Tax Bill of 1935 has raised 
rates in the higher brackets to levels that must very greatly 
discourage enterprise and the accumulation of capital for 
productive purposes, and must drive a great deal of capital 
into tax-exempt securities, which means into non-produc
tive uses. Moreover, it could not in any way be regarded 
as meeting the fiscal necessities of the Governm~nt for 
taxes. But the Tax Bill also in the form in which it was 
first presented was a much worse measure than the bill 
finally passed. 

The courts have spoken and have been supported by 
an overwhelming popular opinion in their defense of the 
Constitution, and the Congress has begun to reassert itself. 

It is possible to fight, therefore, with growing hope 
against the tendencies which have threatened the American 
system of States' rights and free enterprise, against the 
forces that have attempted to substitute a government by 
unpredictable and uncertain executive decree for a govern
ment of laws of general and definite application. The bat
tle is not won, but we know now that many of the things 
we feared from the summer of 1933 to the summer of 1935 
will not happen. 

The Disappearance of the N.R.A. 

The second important factor in the current business 
revival I believe to be the disappearance of the N.R.A. 
This has freed business and markets from all sorts of 
restrictions, and has ended the necessity for every business 
man constantly to consider what changes in N.R.A. policy 
he might have to adapt himself to. Certain it is that what-
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ever the causation involved, the coming into operation of 
the N.RA. coincided in time with the sharp downturn in 
business in 1933, and the disappearance of the N.RA. in 
1935 preceded a sharp improvement in business. 

For a short time after the Supreme Court decision 
holding the National Industrial Recovery Act unconstitu
tional, certain business men were apprehensive that without 
the codes, fixing prices, they might encounter difficulties. 
But there should be no price fixing. What we need is 
flexible prices reached in the open market to tell us the 
truth about the conditions of supply and demand, and in 
the general field of manufacturing and commerce there 
should be no restriction of output by agreements among 
producers, with or without government sanction. The best 
general policy for industry and cpmmerce, as well as for 
the consuming public, is competition, with free markets 
and flexible prices. 

Replacement Demand 

A third important factor in the current business revi
val is the tremendous replacement demand. This demand 
exists not only among consumers, as in the case of worn
out or obsolete automobiles, radios and other things used 
by the public, but also among producers. During the past 
six years unprecedented arrearages in maintenance of in
dustrial plants and equipment have developed, and, with 
reviving business and new demand for products, an urgent 
necessity for the replacement of used up, worn-out or obso
lescent equipment has arisen, all of which means an 
increased demand for the products of the heavier 
industries. 

These three great causes of the current business im
provement are all sound, wholesome and encouraging, and 
unless checked by adverse political developments at home or 
abroad, justify confidence that the coming months will !iee 
continued strength and probable further improvement. But 
I would not present to you a complete picture of the situa
tion if I did not refer in more detail to the adverse factors 
of the present situation. 
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AGRICULTURAL EXPORT PROBLEM UNSOLVED 

When I talked to you last year I gave special attention 
to the problem of cotton. The great problem of the export 
trade for American cotton and other commodities, which 
we produce in amounts greater than the domestic market 
can possibly absorb even in good times, has not been solved. 
As I listened a year ago to what many of you here present 
had to say about the American cotton trade, I think I got 
a clearer picture of the situation than I ever had before. 
The fears which Houston men expressed to me at that time 
of loss of the foreign market for cotton, declining exports, 
dwindling activities in the Port of Houston, diminishing 
activities in the cotton trade, lessening railroad traffic in 
cotton, with the prospective accumulation in the hands of 
the Government of many millions of bales of cotton which 
should have been exported, all had melancholy verification 
in the course of the cotton year which ended August 1 last. 
You gentlemen know that the fundamental solution of the 
problem depends almost entirely on the restoration of a 
large foreign trade in which imports pay for exports. It is 
easy to see here in Houston that an artificial price for 
cotton maintained above world levels by Government loans 
to cotton growers at arbitrary loan values is not an accept
able substitute for strong foreign demand. 

The modification of the Government's cotton loan 
policy in the current crop year has meant improvement in 
volume, but not to the levels of the same months in 1933, to 
say nothing of earlier years. The following figures for 
Houston itself are significant: 

Receipts of Cotton at Houston 
For the Four Months' Period Ending with November 

1930 ............................................ . 
1931 ............................................ . 
1932 ............................................ . 
1933 ............................................ . 
1934 ........................................... .. 
1935 ......................... _ ............... .. 
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2,182,510 bales 
2,094,680 
1,677,400 
1,623,273 

819,923 
1,080,159 



You gentlemen know that the program of restricting 
agricultural production and retiring land from cultivation 
simply adds to unemployment. But I do not propose to 
talk at length tonight about cotton and agriculture, espe
cially as there are among you men who know far more than 
I about this problem. It is sufficient to point out that the 
great fundamental agricultural problem has merely been 
deferred through the outpouring of a vast sum of public 
money. It has not been solved. 

And other great problems have not been solved. First 
and foremost among these is that of balancing the Federal 
budget. 

BALANCING THE BUDGET 

When we live beyond our financial means, spending 
more than our incomes, we have unbalanced budgets. And 
when we persist in a course of this sort, year after year, we 
ruin ourselves. This ·simple truth holds of the individual, 
of the village, of the large city, of the State and of the 
Federal Government. The man living on a moderate salary 
and with no investments can't go very far on this course. 
To spend more than his salary means that he must go into 
debt, and to go into debt means that he must find people 
willing to give him credit, and when he gets a substantial 
accumulation of unpaid bills, with creditors pressing for 
collection and the word going around that he isn't paying 
his bills, he has to stop . 

. The man reputed to have a substantial invested for
tune can go further, but he too easily reaches a time when 
creditors are reluctant and uneasy. An extravagant village 
government will speedily be pulled up. The credit of the 
village is limited, and, if the village is to continue in 
eXtravagance, it must increase its taxes. In villages and 
agricultural communities, the real estate tax, which is ordi
narily the main reliance of local government, strikes a large 
proportion of the people, and rising rates of taxes on real 
estate lead to taxpayer resistance at a fairly early stage. 

In great cities, filled with apartment houses, the direct 
burden of real estate taxes does not fall so obviously on the 
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masses of the people, although, of course, an increased 
burden of real estate taxes does show itself, in time, in the 
rents that the people pay. But the municipality and even 
the State, pushing extravagant expenditure too far, quickly 
meet with resistance both from taxpayers and from cred
itors. Real estate taxes have to be supplemented by other 
taxes, as we are seeing today, notably sales taxes, which 
the mass of the citizens very definitely recognizes. 

The Federal Government, by virtue of its greater 
prestige, can go more rapidly into extravagant expenditure 
and can persist longer without being checked by taxpayer 
resistance or by creditor resistance. When the Federal 
Government spends more than it takes in as revenue, it 
must do it with borrowed money. Its borrowing capacity 
is limited by its taxing capacity., There is no magic in 
Federal Government credit. It rests on the same principles 
that any other credit rests on. Its credit rests on its taxing 
power, and its taxing power rests on the productive power 
of the taxpayers. 

Public Spending and National Income 

In this connection, we must consider, of course, the 
demands made on taxpayers by all grades of government. 
For the year 1934, the National Industrial Conference 
Board estimates the income of the people of the United 
States as $47,600,000,000. For the same year, they esti
mate the total expenditures of all governments, Federal, 
State and municipal, as $15,500,000,OOO-approximately 
one-third of the income of the people. For the same year, 
their estimate for total tax collections of all grades of 
government is $9,500,000,000, approximately one dollar 
out of every five dollars of all incomes, large and small 
together. But heavy as this tax burden is, it falls far short 
of what is spent-the 9~ billions of taxes stand 6 billions 
)ess than the 15~ billions of public spending. And every 
year that these deficits continue adds a great sum to the tax 
burdens of the next twenty-five years, at least, for interest 
and amortization charges on the added public debt. 
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Moral Elements in Government Credit 

The government of a great country like ours, with a 
long record of upright dealing with creditors, does not 
easily destroy its credit. Even when policies are very 
unsound, the hope and the belief remain that they will be 
reversed. But, for governments which wish to borrow, as 
for individuals who wish to borrow, the same general rules 
hold. The credit rests both on material and on moral ele
ments. An individual with a substantial fortune who is 
spending money recklessly and borrowing heedlessly for 
consumption purposes finds creditors reluctant long before 
he has passed the material margin of safety. And the 
greatest government itself cannot escape this same law of 
credit. Th,e disposition, the attitude, the intention of the 
Government are quite as important elements in the credit 
problem as are the material resour-ces on which the Govern
ment can draw through its taxing power. 

The Abuse of Paper Money 

The Federal Government has a resource which States 
and municipalities lack, in its power-for a time-to manil>
u1ate interest rates through artificial money market policy. 
And a thoroughly profligate Federal Government would 
have one other resource which the individual and the 
municipalities and the States do not have, namely, it could 
print legal tender irredeemable paper money which it could 
force its creditors to accept and which it could use in current 
expenditures. But the limits on this likewise exist, and 
exist in the inexorable laws of credit. Paper money is, 
after all, a credit instrument. It is an expressed or implied 
promise of the Government to pay real 'money, namely, 
gold of a fixed weight and fineness. If the promise is not 
kept, this credit instrument goes to a discount. If these 
dishonored credit instruments are multiplied in great num
bers, the discount becomes enormous. The Government is 
faced with an immense increase in the prices of the things 
it must buy, and ,a constant clamor for increasing pay from 
Government employees. If the process is kept up long 
enough, complete collapse comes. The paper money becomes 
worthless. The Government is financially helpless. 

11 



Popular Resistance to Unsound Government Finance 
Long before a situation of this sort arises, a free 

people will ordinarily manifest such great resistance that 
the process is reversed. The United States Government, 
during the Civil War, started, in early 1862, to pay the 
expenses of the War through issuing Greenbacks, instead 
of taxing the people and instead of issuing funding loans, 
the Government being afraid of taxpayer resistance and 
afraid that it could not borrow. But, with the evidence of 
danger to the credit of the Government, and the evident 
depreciation of the currency and the rising cost of living, 
there came from the people themselves a strong demand 
for a vigorous taxing policy and for funding loans, which 
heartened and encouraged the Treasury and led to the use 
of these sounder methods of paying for the Civil War. 

In France, in 1926, after the franc had dropped in 
less than a year from five cents to two cents a franc, 
and when the cost of living was mounting with extraor
dinary rapidity, the people of Paris swarmed about the 
Palais Bourbon, demanding of the Deputies that they give 
their support to the conservative old lawyer, Poincare, who, 
backed by the people of France, was able to bring about a 
radical reduction of public expenditure, a radical increase 
in taxation, the balancing of the budget, and, ultimately, 
the stabilization of the franc at just under four cents. In 
a free country, resistance to governmental extravagance 
will come, sooner or later. Let us hope that, in this country 
of ours, it will come vigorously, adequately and soon. 

"Priming the Pump" 
One argument which has been offered in justification 

of vast Federal expenditures of borrowed money is the 
theory of "priming the pump." It is perhaps unfortunate 
that the figure of speech, "priming the pump," has been 
used in this connection. In the horse and buggy days our 
people would have understood it better, because there would 
have been enough of those among us who had wrestled 
with a refractory pump to know what it meant. Nowadays, 
so many of us get our water merely by turning on a faucet 
that we don't exactly know what priming a pump means. 
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But priming a pump meant pouring down a few pints ~ 
a few quarts into the top of a pump in the morning in the 
expectation of getting back a strong flow of water mea
sured by many, many gallons for the rest of the day. If it 
were a good pump, we primed it only once in many months. 
Put into terms of dollars, pump priming would never have 
meant Government expenditure of 3Ya or 4 billion dollars 
a year of borrowed money. 

There can be little doubt, I think, that the net effect 
of continued Government spending upon private enterprise 
and private investment, and on the volume of business and 
the volume of employment, is definitely adverse. 

This comes from two main considerations. In the first 
place, it generates fears regarding the future of the Gov
ernment credit and the future value of our money itself, 
which makes men unwilling to risk their funds in long-time 
investments payable in dollars or to make long-time con
tracts of any sort in which dollars constitute the standard 
of future payments. In the second place, when the Gov
ernment expenditure takes the form of Government busi
ness ventures, competitive with private enterprise, it puts 
a great fear into the management of the private enterprises 
with which the Government competes, and leads them to 
withhold from the market several dollars for every dollar 
that the Government puts in. 

Work Relief and Morale 
So much for the justification of vast Federal expendi

tures for public works on the theory of "priming the 
pump." The argument has also been advanced in justifica
tion of these great expenditures that they are necessary in 
order to give work to the unemployed rather than direct 
relief, and that these expenditures are justified by the 
increased morale of the unemployed. 

Men, women, and children must not starve in this 
country of ours," and the government bodies, municipal, 
State and Federal, must spend what is necessary to give 
necessary relief to the unemployed. But this can be done 

13 



with a vastly smaller expenditure than the so-called work 
relief programme involves. 

I am not unsympathetic to the view of the Gove~n
ment that work relief is better for morale than direct relief. 
I have had occasion, for many years, to talk with social 
service workers, both as one active in the management of 
the State Charities Aid Association of the State of New 
York, and, for many years, as the Treasurer of the Welfare 
Council of New York City and I realize that a great prob
lem of morale is involved in the giving of relief. But I 
have also had the responsibility as a banker of studying the 
comparative costs of work relief and direct home relief, 
and the problem of where the money is to come from. 

I know that the financial burden of adequate direct 
relief is one which the municipalities, States and Federal 
Government, in combination, can stand without bank
ruptcy, and know, on the other hand, that the additional 
cost of vast public works and work relief programmes is so 
great that, if long continued, it must jeopardize public 
credit. And, when you put public credit into jeopardy, you 
undermine the foundation on which private business must 
build and you increase unemployment instead of decreas
ing it. After all, the only permanent solution of the prob
lem of the unemployed is their reabsorption into private 
industry. 

THE PRESIDENT'S STATEMENT REGARDING 
BANKERS AND THE FEDERAL 

GOVERNMENT'S DEBT 

The statement recently made by the President of the 
United States that great bankers had told him in the spring 
of 1933 that the public debt of the United States Govern
ment could rise to a maximum of from $55,000,000,000 
to $70,000,000,000, without serious danger to the national 
cledit, created, I believe, universal surprise and bewilder
ment among bankers. I do not myself know of any banker 
who has expressed the Opinion that the debt of the United 
States Government could safely rise to $55,000,000,000, to 
say nothing of $70,000,000,000. 
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My own opinion in early 1933 as to how much debt 
our Government could safely incur was stated in testimony 
before the Senate Finance Committee on February 22 of 
that year, when I said in answer to a question by Senator 
Shortridge : 

"Apropos of that, Mr. Chairman, here is my answer 
to the question which Senator Couzens was raising as to 
how far the Government can go in borrowing. It can go a 
good deal farther if it cuts expenditures and increases rev
enues than it can if it does not. To say more than that is 
difficult. The market will tell you by its own behavior as 
you proceed. If you overdo it you will have to pay higher 
rates of interest and you will find the markets increasingly 
reluctant to take new issues even at higher rates of interest. 

"Government borrowing is necessary for emergency 
credit relief, and for loans to the States, to give direct 
unemployment relief, I recognize and would emphasize the 
responsibility of the whole country for the suffering mil
lions who, through no fault of their own, are victims of 
this great depression. 

"But we must not overstrain the finances of the 
Government and we must not jeopardize the credit of the 
Government by proposals of a great Government borrow
ing program for new public works on the theory that this 
will start a business revival. The Government's credit 
cannot stand a great deal of that in addition to its necessary 
borrowing." 

The question. of how much debt the United States 
Government could safely incur is not one which any banker 
should venture to answer with definite figures. As I have 
already indicated, the answer would depend both on moral 
and on material considerations. A government which has 
repudiated its obligations cannot safely incur debt to the 
same extent as a government which has always faithfully 
met its obligations. A government which is willing and 
able to tax the great body of the people will have far better 
credit than a government which tries to delude itself and 
its people into the belief that only the wealthy need to pay 
taxes, despite the fact that the estimates of its own treasury 

15 



reveal that confiscatory taxes on large inheritances and 
large incomes will bring in relatively little additional rev
enue. A government which is using borrowed money for 
vitally necessary purposes, prudently and carefully, and 
which clearly intends to borrow only what it absolutely 
must have, can safely borrow more than a government 
which is spending borrowed ~oney recklessly. 

CURRENCY DEBASEMENT AND PRICES 

In addition to our failure to solve the problem of 
balancing the Federal budget, we have created new and 
even greater problems by the currency policies adopted in 
the past three years. 

We have done violent things to our currency and still 
more violent things to our currency laws. We have debased 
our dollar by 41 per cent, breaking our solemn covenant 
with the people. We have repudiated the gold clause in our 
Government bonds. The notion that we should forthwith 
get a proportionate, or a 69 per cent, rise in commodity 
prices from doing this has proved sadly disappointing. The 
reason is that, as we did it, we shook men's faith in the 
promises of governments and banks of issue everywhere 
in the world. As men throughout the world could no longer 
trust the promises of governments they turned to the one 
thing they could trust, namely, gold, and the value of gold 
rose throughout the world. A given weight of gold will 
buy 27 per cent more goods today in the United States than 
it would before we abandoned the gold standard. 

Prices have risen 33 per cent in the 33 month period 
since January and February of 1933, our last gold standard 
months. But this has been due only in minor part to the 
actual debasement of the dollar. A very substantial part 
of it was due to the recoil from the unprecedented depres
sion and the restoration of confidence with the reopening 
of the banks. This would have come anyhow, had we 
stayed on the gold standard. Commodity prices rose 14 per 
cent from the lows of the much less severe depression of 
1921 in the 14 months following, and commodity prices 
rose in the United States 23 per cent in the rally which 
followed the restoration of the gold standard on January 1, 
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1879 in the course of 15 months. When we take into 
account, further, the immense activities of our Government 
in the artificial raising of prices through the scarcities 
created by A.A.A., including the taking over by the Gov
ernment of six million bales of cotton, the scarcities cre
ated by drought and flood and the forced raising of prices 
under N.RA., I think it is clear that at most a very minor 
part of the rise in commodity prices can be attributed to the 
debasement of the dollar. 

But the debasement is there, and in the longer 
future it creates grave problems as to what our com
modity prices will do. Surely we know now, however, 
that this is no quick and easy road out of financial diffi
culties. But we have done more. We have authorized, 
in the Thomas Amendment, the direct purchase of 
three billions of Government securities by the Federal 
Reserve Banks from the Treasury-a provision fortu
natel¥ repealed by the Banking Act of 1935-and, as an 
alternative to that, or as an independent measure, the 
issue of three billion dollars worth of Greenbacks, the 
direct printing of paper money, a provision which 
remains in the law, and which should be repealed as 
speedily as possible. Fortunately, this has not been 
used, and, fortunately, there seems no disposition on 
the part of the Government to make use of it. But the 
existence of the power remains as a menace. 

The Silver Policy 

We have introduced the fantastic notion that silver 
has a proper place in our currency beyond that of con
venient small change. We have purchased silver in 
large amounts, raising the price of silver throughout 
the world, demoralizing the currencies of the silver 
using countries, particularly China, and forcing wide
spread bankruptcies in that unfortunate country, pre
tending, as we did it, that it was to help the trade of 
the Orient I We have accumulated great stocks of use
less silver to decorate the vaults of our Treasury, silver 
which can never be useful as a reserve, because if we 
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tried to employ it to protect our currency we should 
forthwith break the price of silver drastically. The silver 
certificates issued against this newly purchased silver have 
added to the already terribly swollen excess reserves of our 
member banks something over 350 million dollars. 

These are strong medicines. If abuse of the currency 
could have solved our economic problems, surely they 
would already be solved. The inflationists have had 
their day. The extremists among them were propos
ing these measures as alternative measures early in 
1933, apparently with the conviction that anyone of 
them alone would solve all our economic problems. They 
have succeeded in getting all of them, and they have 

. solved no problems. They have left us, however, with 
many grave and embarrassing new ones. 

THE EXCESS RESERVES 

There is one of these problems which I shall dis
cuss in conclusion, namely, the problem of the excess 
reserves of the member banks of the Federal Reserve 
System. In our experience prior to 1930, an excess of 
reserves over legal requirements of one to two hundred 
millions in the hands of the member banks of the Fed
eral Reserve System meant very low interest rates and 
rapid expansion of bank credit. Reserves increased 305 
million dollars between February 13, 1924 and Decem
ber 31, 1924. During the same period loans and invest
ments of commercial banks in the country expanded by 
over 4 billion 600 million dollars, and deposits of com
met:cial banks expanded by over 5 billion' dollars. The 
increase in reserves of 600 million dollars between the 
middle of 1922 and April of 1928 was accompanied by 
an expansion of commercial bank credit of 13.0 billion 
dollars of deposits and 14.0 billion dollars of loans and 
investments.' 

Bank credit does not always expand with excess 
reser:ves. Reserves alone will not do it. It is necessary 

I These figures are estimated OD the basi. of the figures of weekly reportiq 
member banks of the Federal Reserve System. 
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also that there should be confidence in the business outlook. 
But, given confidence and surplus reserves, bank credit 
can expand with great rapidity and in a multiple ratio 
on the basis of excess reserves. And even when business 
men are conservative in their borrowings, speculators will 
be eager to use the money if they are confident and if 
money is cheap and plentiful. 

I said a few moments ago that our silver policy has 
added over 350 million dollars to our excess reserves. In 
a normal money market that would have had a very great 
effect. In our existing wholly extraordinary money market 
situation, it is responsible for not much more than a tenth 
of the existing surplus reserves, and its effect has been 
almost nil. 'The first few hundred millions of excess 
reserves made a water-logged m,oney market and beat 
money rates to the ground, giving every opportunity for a 
dangerous expansion if only general confidence had ex
isted. The last billion and a half of the three billions of 
excess reserves has had no measurable effect. ,But there 
it is, spread out, explosive material awaiting the match. 
It invites a far wilder speculative abuse of credit than 
that which culminated in 1929. The individual banks, 
no matter how prudent, cannot control it. The Stock 
Exchange, through its President, has served notice that 
it cannot control it, and the Chairman of the Securi
ties and Exchange Commission, the regulator of the 
Stock Exchange, has apparently recognized that he 
cannot control it nor can his Commission. If it takes 
the form of real estate speculation, the institutions lend
ing on real estate mortgages cannot protect themselves 
against the general collapse of real estate values which 
would follow a violent speculation in real estate. 

Control Lies with the Federal Reserve Authorities 

The control of it lies with the Federal Reserve Sys
tem. If the Feder.al Reserve Banks should sell their gov
ernment securities now, amounting'to $2,430,000,000, 
they could reduce the excess from $3,000,000,000 to 
$570,000,000. But the Federal Reserve System has a 
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further resource. Under the Banking Act of 1935, it 
has the power to raise reserve requirements until they 
are double the existing reserve requirements. If it used 
this power to the limit, it could take up approximately 
$2,700,000,000 of the excess reserves, since existing 
reserve requirements are about $2,700,000,000. The 
combination of these two measures clearly gives us 
much more than adequate control, even if we should, 
in the ensuing months, gain a great deal more gold from 
Europe. 

(Parenthetically, let me say here that the best and 
surest check on the flow of gold from Europe to the 
United States is for Great Britain to stabilize the pound 
definitely at a fixed rate to gold, to accept gold defi
nitely at that rate for pounds sterling, and to give an 
unqualified promise that the gold will be paid back on 
demand at the same fixed rate. Then gold will go to 
London rather ,than come to the United States. Gold 
goes to those countries where it can be exchanged for 
paper money at a fixed rate, and from which it can be 
withdrawn upon surrender of paper money at approxi
mately the same fixed rate. Gold goes away from coun
tries where there is uncertainty about these matters. 
If there is general uncertainty, gold goes away from 
the countries where the uncertainty is greatest to the 
countries where the uncertainties are least. If the main 
money markets of the world can all give practical cer
tainty with regard to these matters, then gold goes to 
those money markets where money rates are highest 
and where gold is most needed for commercial and 
business uses.) 

Reserve Requirements Should Be Raised 

I believe that measures should immediately be 
taken to reduce these excess .reserves, and I believe 
that the first measure, that should be taken is to raise 
reserve requirements very substantially. It seems to 
me that this should be done in any case, because it is 
clear to me that the reserve requirements were put far 

20 



too low in 1917. Both the over-expansion of credit in 
1922-28 and the over-rapid liquidation of credit between 
the middle of 1931 and early 1932 were greatly inten
sified by the unduly low reserve requirements. The 
higher reserve requirements which we had in days 
before the Federal Reserve System came in gave us 
much greater safety both on the upswing and on the 
downswing. 

I do not believe that it is desirable that reserve 
requirements should be frequently changed. I believe 
in fixed reserve requirements and· dependable reserve 
requirements. I would raise them adequately now, 
while the excess reserves are very great, and then I 
would let them alone. 

I would like to see this measure used first in any 
case, because I am very doubtful that it will be used 
at all if we wait until a time when speculative excite
ment is great and when a good many individual banks 
have allowed their individual excess reserves to dis
appear, even though the general system still has large 
excess reserves. The method of raising reserve require
ments puts pressure on all banks. The measure of sell
ing Government securities puts pressure primarily upon 
the liquid central money markets. 

In the course of recent discussion, timid fears have 
been expressed that raising the existing reserve require
ments would put certain pressure on sortle individual 
banks which might lead them to sell some Government 
securities or which would have, in other ways, an 
adverse effect on financial sentiment. But there is no 
argument which could possibly apply at the present 
time which would not apply with redoubled force to 
action at a later time. If we can ever use the method 
of increasing reserve requirements, we can do it now. 

·Chairman Eccles' View 

Chairma~ Eccles of the Board of Governors of the 
Federal Reserve System, in a statement on November 
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22, which appeared in The New York Times of November 
23, is quoted as follows: 

"As for the general business and credit situation and 
the volume of member bank reserves, it is, clear that there 
is no excessive expansion in any field at this time. There 
is no evidence of accumulation of inventories or of frantic 
bidding for a limited amount of goods, or of an expansion 
of bank credit, save through the purchase of government 
securities. The turnover of deposits is still relatively low." 

I agree that the general volume of business is not 
over-extended. It is abnormally low. I agree that there 
is no evidence of excessive inventories or frantic bid
ding for goods, and that the expansion of bank credit, 
apart from the purchase of Government securities, is 
not in evidence. But I cannot concur in Mr. Eccles' 
view that there is no excessive (;xpansion in member 
bank reserves. I am not here arguing about that part 
of the excess of member bank reserves which was cre
ated as a matter of Federal Reserve policy. The Federal 
Reserve System ceased to buy Government securities 
when excess reserves reached something under $800,-
000,000, late in 1933. The rest of the increase, amount
ing to well over two billion dollars, has come without 
intention on the part of the Federal Reserve System 
primarily through the great inflow of gold to the 
United States since early 1934. The operations that I 
am proposing relate to this excess over the planned excess. 
I would like to see them get rid of this in the present 
relatively quiet time. 

Whether one takes myoId-fashioned view that the 
purpose of credit control is to regulate the money mar
ket and protect the quality of credit, or whether one 
takes the view of Chairman Eccles (which the Con
gress, by the way, refused to write into the law) that 
credit control is for the purpose of stabilizing the 
volume of business, volume of employment, level of 
commodity prices and so on, in any case one should 
wish to have the thing under control or to be at least 
within striking distance of control. The Federal Re
serve System should not wish to have as much as three 

22 



~I)l. 

billion dollars between it and the power of controlling 
the volume of credit. 

With regard to the effect of reducing surplus reserves 
upon the prices of Government bonds, let me say this: the 
Treasury cannot indefinitely borrow cheaply, the Treasury 
cannot permanently maintain an artificial money market 
through cheap money policies, and the Treasury would do 
far better to face realities now than to wait until later. I 
am satisfied that if the thing is handled properly it is read
ily manageable now. I can see the possibilities of the 
gravest sort of difficulties for the Treasury ana for every
body if dealing with the problem is long deferred. 

CONCLUSION 

Gentlemen, I have come here to say old-fashioned 
things, things which a few years ago would have seemed 
so indisputable that my saying them would have sounded 
like the recital of the alphabet or the multiplication table. I 
have come here to say that we should live within our means, 
that even this richest of all countries in the world cannot 
spend billions of dollars a year more than its income with
out disaster, that we should not delude ourselves with the 
notion that the expansion of bank credit can be endlessly 
a substitute for investors' savings, and that the Federal 
Reserve authorities should perform their obvious duty in 
controlling the money market. And, finally, let me say 
that whatever the theory of the objectives of Federal Re
serve-policy, the Federal Reserve authorities should at least 
want to be in a position to control the volume of reserve 
money in tlte country. Even those who believe that bank 
credit has the magical power of controlling commodity 
prices and the volume of business still should wish to be 
able to keep their hand upon the throttle. Not even they 
can wish to have the throttle chained wide open and the 
airbrake system removed from the train. 
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An Appraisal of the 
Federal Social Security Act 

In the last seven years, millions of our people have 
known what it is to be unemployed, to tramp the streets 
daily in search of work, to watch their savings melt away, 
to lose faith in themselves, to succumb to despondency 
and despair~ One of the main consequences of this condi
tion has been the growth of a demand for what is called 
social security. In the minds of most reformers, the 
phrase has a special m~aning. It means systems of unem
ployment compensation and old-age pensions. The Fed
eral Social Security Act of 1935 is no doubt one of the 
results of this demand. But social security has a much 
wider meaning, which we cannot afford to forget. It 
means not merely security for certain individuals or 
groups, however needy or worthy, but security for the 
productive system as a whole. We cannot have piecemeal 
security at the cost of aggregate insecurity. We must not 
aim solely at the security of special groups and neglect 
the security of all. 

It is very important, therefore, that we should never 
lose sight of the wider bearings of the problem, as our 

. more impatient reformers are so likely to do. We desire 
to effect Jnsurance as far as possible against the disasters 
and dislocations incident to economic advance, but we do 
not wish to weaken the forces of advance themselves. We 
wish to mitigate for individuals the penalties for failure 
or misfortune, but we do not wish to weaken the incen
tives to production and success. The problem, in short, is 
two-sided. If in our social policies we have unduly neg-
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lected one side of it in the past, let us not make the mis
take of neglecting the other side in the present. 

I shall emphasize this point in its larger aspects in a 
later point in this paper. One of its special aspects appears 
acutely in the case of relief.. 

How are we to help those who are out of work through 
no fault of their own, without removing the pressure upon 
them to find work as soon as possible? The very state
ment of the question calls attention to its difficulties. In
deed, to provide outside help without discouraging self
help is the central problem of relief in all its forms-not 
merely in what are now known as "home relief" and 
"work relief," but in unemployment insurance and in the 
various forms of help in old age. These are all aspects of 
the general effort of the more fortunate members of the 
community to aid the less fortunate. Because these are all 
parts of a larger issue, I propose to consider them, not 
merely in isolation, but in their relations to each other. 

Unemployment Insurance in Europe 
Let us look first at the question of unemployment insur

ance. As you know, this device already has a long history 
in Europe. Its origin can be traced as far back as the 
middle of the Nineteenth Century, when certain trade 
unions in Great Britain and Belgium arranged to pay 
regular allowances to members out of work. The next step 
was taken in Switzerland, when, beginning in 1893, cer
tain municipalities und~rtook to supplement from their 
own revenues the benefits paid by trade unions or volun
tary unemployment funds to their members. This system 
is still used in France. In 19i I, however, there was intro
duced in Great Britain, for the first time in any country, 
a compulsory scheme of unemployment insurance on a 
national basis. In the twenty-five years since then, experi
ence has shown both the merits and defects of this plan, 
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and some of the latter have been either eradicated or 
minimized. At present (in terms of American money at 
a rate of $5 to the pound) there is contributed 62~ cents 
a week for each adult male worker, the worker, his em
ployer and the state each supplying a third. When he has 
been out of work It week, his benefit payments begin. They 
amount to $4.25 a week for a single man, and to $7 a week 
for a married man with one child. These payments may 
rull for as long as twenty-six weeks in any year. The Brit
ish plan has been taken as the model for most subsequent 
systems. 

Social Advantages Gained Through Unemployment 
Insurance' 

The social gains through unemployment insurance are 
nume.rous. ,Its first effect is to diminish in the mind of the 
worker the fear of insecurity. He knows that if he should 
lose his job he would not immediately face a total loss of 
income. There will be at least some income during a few 
weeks or months while he is looking for new work. This 
relief, though temporary, will not be fluctuating and un
certain; it will be an amount that he can count on. There 
will be no humiliation in accepting it, nor will the worker 
have to prove that he has exhausted his other resources 
before he is able to get it. It will be an earned right. 

There is something to be said, also, for the effect of un
employment insurance on business. It helps to stabilize 
the buying power of the workers. A great many fallacies 
are current regarding this question of "purchasing power": 
one of the most common is that purchasing power is "cre
ated" when it is merely transferred from employers or 
taxpayers to workers. I am speaking, not of such theories, 
but merely of the fact that unemployment insurance helps 
over short periods to keep buying in its accustomed chan
nels. In a town in which there have been extensive layoffs, 
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it helps to prevent a sudden contraction in the business or 
income of local tradesmen or landlords; it reduces, eco
nomic dislocations. Finally, in a moderate depression or 
in the early stages of a severe depression, it provides relief 
out of a special built-up fund without involving a strain 
on the public treasury. In snort, while unemployment in.' 
surance is not the panacea or unqualified blessing which 
some of its advocates believe it to be, it is better than either 
of the alternatives to it-callous public neglect of the 
plight of the jobless or unsystematic doles. 

The Unemployment Insurance System of The Federal 
Social Security Act-a Federal-State Plan 

The Federal Social Security Act, as you know, does not 
itself set up any unemployment insurance plan. What it 
does is to impose a tax on employers of eight or more per
sons of I per cent of their total payrolls in 1936, 2 per cent 
in 1937 and 3 per cent for every year after that. It then 
permits a credit of not exceeding 90 per cent to employers 
in those States adopting acceptable unemployment insur
ance plans. The tax covers employers of all workers ex
cept those in agriculture, those in government service and 
in non-profit-making institutions, domestic servants, and 
a few others. 

The New York State Plan 
The conditions laid down in the Federal Act for accept

able State plans are so general that, in fact, a large variety 
of such plans are possible. I should like to say a few words 
about the plan adopted in New York State. The problems 
it raises are typical of those in all the States. In many 
ways the N ew York plan follows sound precedent. It pro
vides for benefit payments to the unemployed, beginning 
on January I, 1938, of 50 per cent of the employee's for
mer full-time weekly wages, though the weekly payments 
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are not to go above $15 nor fall below $5. In no case are 
they to be paid for more than sixteen weeks in anyone 
year, and there is to be a ''waiting period" of three weeks 
after the employee has lost his job before any payments are 
made. All these provisions-the limitations of benefit 
payments to not more than 50 per cent of the weekly wage 
except on the very lowest wages, the limitation of the num
ber of payments, and the substantial waiting period before 
payments begin-are safeguards against efforts to exploit 
the insurance funds by the deliberate quitting of old jobs 
or dilatoriness in looking for new ones. 

Contributions by Workers Would Benefit the Plan 

But there are two features of the N ew York plan that 
seem to me especially undesirable. All contributions under 
the Act ar~ paid through a payroll tax on employers. In 
exempting workers from the payment of any contribution 
to their own insurance the N ew York law goes contrary to 
the practice adopted in half the States' that have so far set 
up plans and in every European system except that of 
Russia. The advantages of having the workers contribute 
are several. It insures more adequate benefit payments. 
It gives the workers more voice in the administration of 
the system. It secures their cooperation in the reduction 
of malingering, and of false claims and wasteful expen
ditures. 

We shall find a further powerful reason for direct con
tribution by the workers when we discuss the incidence of 
the payroll tax. We shall conclude that this tax is, in the 
long run, shifted to labor and that the idea that the work
man can get something for nothing in employment insur
ance financed by the payroll tax is illusory • 

• EI .... .., St.t .. ODd the Diotriet of Columbia adopted plOD' up to April I, 195&, 
Ala_., Califomia, M ....... u ...... Ne .. H.mpobire, NewVork, Oregoa, W.oh
iu_ WiOCOD,ia, Iodin .. Mi .. inippi, Utah. Of th_ .is provide for 
employee coDtributiOD. 
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We might add another consideration. We have seen 
that the unemployment insurance likely to be adopted in 
most States as a result of the Federal tax provisions' will 
exclude large sections of the workers. In most States those 
in establishments with less than eight persons are not likely 
to be included, nor are domestic servants, nor those in' 
agriculture or non-profit-making institutions. Most of 
these exclusions are made for administrative reasons, but 
the workers excluded will feel that the others are receiv
ing more favorable treatment. If the included workers 
are asked to make contributions toward their insurance 
those not covered may at least feel that while they are 
denied the right to benefits they are also freed from the 
necessity of making contributions. 

Employers Providing Steady Work Should 
be Given Recognition 

The other undesirable feature of the N ew York law is 
its provision for a Hat rate of tax on all employers regard
less of their employment record. The bad effect of this is 
twofold. It offers no encouragement to the individual 
firm or industry to attempt to regularize its employment, 
and it penalizes the employer who provides steady work 
to atone for those who do not. It is true that the New 
York law makes special provision for the seasonal trades, 
and as recently amended entitles a seasonal employee to 
benefits only if he suffers unemployment ''within the long
est seasonal period or periods during which, by the best 
practice of the occupation or industry in which he is en
gaged, operations are conducted." The duration of bene
fits, also, is to be modified for seasonal employees in 
proportion to this "longest seasonal period." But great 
inequities may still occur, not merely for administrative 
reasons (such as an excessive estimation by the Industrial 
Commissioner of the "longest seasonal period," or neglect 
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to include an industry in the seasonal classification which 
should be included), but because of the wide differences 
in the employment records of different firms in the same 
industry. 

There are two ways in which this inequity may be 
avoided. The first is by the adoption of what is commonly 
known as the Wisconsin or individual plant reserve plan. 
Under this the taxes paid by each employer are kept in a 
separate account or reserve. Once an employer has 
accumulated a reserve of a certain level, he is permitted 
to pay lower. taxes or he may stop paying taxes altogether. 
In Wisconsin, for example, employers cease to pay the 
State tax when their reserve is mOre than 10 per cent of 
the annual payroll.W\J.enever his reserve falls below the 
limit prescribed in the law, the employer must again begin 
to pay taxes. The benefits to a worker laid off come solely 
out of the reserve fund of his particular employer. 

The merits of this system are that each employer is 
called upon to take care only of the unemployment inci
dental to his own operations. A good employer is not 
asked to subsidize the unemployment of a bad or careless 
employer. There is a direct incentive for each firm to 
stabili.ze employment in its own plant. Another advantage 
claimed for the plan is that it enlists the vigorous protest 
of each employer, in a way in which it would not be 
enlisted if he contributed toward a common pool, against 
careless or wasteful dissipation of the accumulated funds. 
The chief criticism of the plan has been that it is not in 
harmony with the insurance principle of mutual assist
ance, because it makes the worker too dependent upon 
the size of the reserve of his particular employer. If this 
reserve is exhausted, for example, before the unemployed 
worker has received the full amount of benefit permitted 
him under his State law, he is "out of luck." Defenders 

9 



of the plan, however, urge that a similar criticism applies 
to the plan of pooled reserves. Under the pool system, 
the first to be unemployed will, after their waiting period, 
use up the reserves and the late comers will likewise be 
"out of luck." 

The Merit-Rating System 

If the pool system is to be used, it should surely be 
modified by the so-called merit-rating system. Under this 
all reserves are put into a common pool, and all the 
unemployment benefit payments are paid out of this com
mon pool. But instead of a flat rate of tax, each employer 
pays a rate of contribution graded according to his em
ployment record. This is merely in accordance with the 
universal practice of private insurance companies, which 
grade their premiums according to different classes of 
risks-charging higher rates for life insurance for older 
persons, higher rates for automobile accident insurance 
for cars owned in populous cities than for those in subur
ban or rural districts, and so on. 

Doubtless it would not be possible to grade the com
pulsory premiums for unemployment insurance in strict 
accordance with ascertainable risks, because there must 
be a limit on the contributions that could be asked from 
the seasonal employers with the poorest employment 
records. (I am assuming here that the grading will be of 
employers and not of workers, that the workers in all 
industries will make the same contributions if they con
tribute at all, and that the "merit" or "demerit" of 
particular firms is the responsibility of the employer rather 
than of the laborer.) But, obviously, instead of imposing 
a flat tax on payrolls, it would be better if, after the 
present system were in operation for several years, em
ployers were graded into several classes in accordance 
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with their employment record and their contributions to 
the fund then arranged from a minimum to a maximum, 
the precise figures for which the same experience would 
aid us greatly in determining. In this way all workers 
would have access .to the common pool, while firms with 
good employment records would not be unduly penalized 
for firms with poor employment records. 

The system would also act, as the flat rate system does 
not, as an incentive to the individual firm or industry to 
stabilize its employment. This incentive would come not 
merely from .the monetary saving that a lower rate of 
contribution would involve; it wou14 also become a matter 
of pride for employers to have their firms classified among 
those entitled to lower rates. And at the very least such 
a system, even if it were unable to grade contributions 
strictly according to risks, would serve constantly to call 
attention to the spots where the unemployment problem 
was most serious. Of the twelve States that have so far 
passed unemployment insurance laws, only those of New 
York and Mississippi make no provision for a merit-rating 
plan. The New York State law does provide, however, 
that an Advisory Council is to study the problem and 
report by March I, 1939, and that no rate is to be less 
than I per cent. 

An Inconsistency in TaKes Collected and 
Workers Included 

Before leaving this subject I should like to speak of 
another defect of the Federal unemployment insurance 
plan as it works out under present laws. In order virtually 
to compel the States to adopt such insurance, the Federal 
Government imposes an annual tax of 3 per cent on the 
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entire payroll of employers with more than eight em· 
ployees. It then allows a credit of up to 90 per cent oj 
this amount for contributions made by employers to State 
funds. But the New York State law, which is typical it 
this respect of the State unemployment insurance laws se 
far enacted, do"es not cover all workers, but only manua: 
workers, and other workers receiving $50 a week or less 
The 3 per cent contribution which the N ew York em· 
ployer eventually makes to the State is based only on the 
payroll of the workers actually covered. The result oj 
this is that the Federal Government will retain not onl, 
10 per cent of the payroll tax it collects, but, in addition 
the entire tax on that part of the payroll which goes tc 
workers not covered by the insurance. If, let us say, 7c 
per cent of aNew York employer's payroll went tc 
workers getting less than $50 a week, and the remainin~ 
30 per cent to non-manual workers getting more than $5c 
a week, the employer would pay a total tax of 3 per cent, 
not merely on the 70 per cent of his payroll going tc 
workers covered by the insurance, but on the 30 per cen1 
going to persons not covered at all. It might even happen, 
if the whole of an employer's payroll went to non-manual 
workers all getting more than $50 a week, that he would 
pay a tax of 3 per cent on that payroll though not a single 
worker was covered by the insurance benefits. This is all 
injustice so patent and pointless that it is difficult to regard 
it as anything but an oversight. That it was unintended 
seems all the .more probable in the light of the payroll 
tax in the Federal Act for old-age pensions, which allows 
employers in computing payrolls subject to tax to deducl 
anything in excess of $3,000 a year paid to any individual. 
The tax in that case does not go beyond the insurance 
coverage. There is no reason why it should do so in the 
case of the unemployment tax. 
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Problems Created by Unemployment Insurance 
(a) Slowing Up Re-employment 

I am in favor of carefully worked out unemployment 
insurance. But we must recognize that it has important 
drawbacks, and illvolves some serious problems. The 
payroll tax (to which I shall return later) at its inception 
will raise costs of production, though ultimately I think 
that the laws of the incidence of taxation will shift it to 
labor; it will make it more difficult for marginal firms to 
make ends meet; it will act, by just so much, to slow down 
re-employment. Unemployment insurance itself will also 
tend to encourage longer periods of unemployment, by 
removing, for a time, the severest penalties of joblessness. 
I have already spoken of some of the provisions which a 
well-conceived insurance plan will include to safeguard 
against this tendency-employee contributions; a definite 
limitation, known beforehand, to the period during which 
benefits are to be paid; the device of a "waiting period" 
to reduce the number of employees who might use the 
plan to "take a little vacation"; and the limitation of 
employment benefits to not more than 50 per cent of the 
worker's regular wages so that work may not seem 
unprofitable. The British, in addition, have provided 
central. offices at which workers are compelled to report 
if they desire to claim benefits, and the attempt is made 
to test regularly the willingness of workers to take avail
able jobs. Possible jobs are sought, and an effort is made 
to throw the burden of proof of valid reason for not 
accepting a job upon the worker. 

(b) The Problem of "Suitable" Work and Wages 

Yet the net effect of British administrative decisions, in 
determining "suitable" work, whether an employee was 
justified in quitting a job, and the like, has been to create 
rigidity in wage rates and other specific working condi-
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tions, and has reduced the mobility of labor. There is 
strong ground for the view that the British insurance 
scheme raises the rate of unemployment and prolongs"the 
average period of idleness. This it does primarily because 
the insurance administration becomes inevitably the ar
biter of wages and working conditions. In a sense our " 
highly centralized Federal relief administration has done 
the same thing, and has thereby made the unemployment 
problem much vaster than it would otherwise have been. 
There is always a danger that a centralized, elaborate and 
formal scheme of unemployment relief or insurance will 
work to aggravate the unemployment problem. In the 
English system political officials exercise a great influence 
over wages through their power to determine the suit
ability of employment. In this country, since our civil 
service standards are much lower, the dangers in this 
direction are even greater. 

These dangers compel the conclusion that the power of 
the insurance administration to fix wages and working 
conditions should be severely limited. Unless this is done, 
the scheme may become a considerable barrier to re-em
ployment. The most efficacious method of limiting this 
power is to decentralize the insurance administration, so 
that its principles and rules may be closely adapted to 
local conditions. 

(c) Insurance and Relief 

A much more serious problem arises when the unem
ployment insurance benefits to which a particular worker 
is entitled have run out. What are we to do for him then? 
Here, it will be seen, we have passed from the field of 
what is called "insurance" to the field of what is called 
"relief." It is true that these are both parts of a single 



problem: how to help the unemployed without reducing 
their incentive to seek new employment. It is true, also, 
that in practice it is extremely difficult to separate insur
ance and relief and to keep them separate. The State 
almost inevitably becomes a contributor to the insurance 
fund whether it. starts by doing so or not. This is not 
a condemnation of unemployment insurance. In fact, the 
State may very properly contribute to the cost of insur
ance out of the general tax fund. The British plan rec
ognizes this directly, by providing· equal contributions 
from the worker, the employer and the State. The dozen 
or more State plans that we have so far set up either 
provide that the burden shall be placed solely on the 
'employer, or be shared by him' only with the insured 
workers. Now there are several important objections to 
payroll taxes. Their first tendency is to come out of 
profits: hence they injure marginal firms and may unsettle 
production. By making labor more expensive they retard 
employment and artificially stimulate labor-displacing 
machinery. In the long run, I believe, they tend to ·be 
shifted to labor itself. Meanwhile an insurance system 
which relies exclusively on payroll taxes penalizes those 
who provide employment while it fails to compel those 
members of society not directly concerned to contribute 
their ,quota. The responsibility for unemployment is not 
the employer's alone; it is shared by the worker and by 
th.e general public. A system to which only employers and 
workers contributed in normal periods, but which was 
supplemented by public funds in periods of unusual 
unemployment, would be preferable at least in its tax 
incidence to a system financed solely by payroll taxes. 
But it would seem still more desirable to follow the British 
system, and to put less burden normally on payrolls. 
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(d) Need lor Defining Objectives 01 Unemployment 
Insurance 

We need to define our objectives in connection with 
unemployment insurance. If we undertake to pay for 
seasonal and ordinary unemployment, we shall have very 
little left for the unemployment of depressions and the 
unemployed will either be thrown on relief as they are 
now or the Government will pay relief through the insur
ance machinery. Is it not wiser to assume that most work
men safeguard themselves against normal periods of sea
sonal unemployment and short periods of idleness and let 
the insurance plan be invoked only against prolonged 
unemployment? This result can be accomplished by 
appreciably lengthening the waiting period. Most of the 
State laws fix a waiting period of three weeks, but 49 
weeks a year of employment is very satisfactory employ
ment, and little hardship would be worked by lengthening 
the waiting period. Doing so would certainly add enor
mously to the solvency of the insurance fund. 

There would be no point in our establishing a carefully 
worked out contributory unemployment insurance plan 
,and then, as soon as the worker was no longer entitled to 
its benefits, turning him over to a permanent relief plan 
without safeguards. Permanent relief should certainly 
not be made more desirable for the unemployed than the 
relief given by the insurance plan. There should be at 
least the same safeguards, for example, with regard to the 
relation of the relief payment to an unemployed man's 
usual or prospective wage, as under the insurance plan. 
If the insurance plan gives him only 50 per cent of his 
usual earnings in private business, the relief plan ought 
not to give 75 or 80 per cent. The relief plan, indeed, 
should not make any payments at all until the applicant 
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who has exhausted his insurance benefits has proved that 
he is without other means of support. 

Sir Josiah Stamp, on his last visit to this country, re
marked that America was now confronting a problem 
that had been a long standing one in England. He told of 
a man contrasting $15 in dole payments with $18 for pri
vate work,. and figuring: ''What's the use of working for 
$3?" From the standpoint of many persons on relief this 
way of looking at the matter seems not only natural, but 
inevitable. They come to think of the sums obtainable in 
private jobs, not in terms of their absolute amount, but 
merely of the difference between them and their present 
relief payments. When we fix the relief payments, there
fore, we are bound to keep this widespread attitude in 
mind. In addition we should, of course, attempt through 
a public employment service to check on such matters by 
denying relief to any person who has refused "suitable" 
work at "reasonable" wages j but as we have seen, the 
results from this practice by itself are likely to be disap
pointing. Our real safeguard is in not making relief pay
ments so high in the first place that they undermine the 
incentive to seek work. 

(e) Work Relief 

I have been speaking so far of the principles of "home" 
relief. But we do not solve this problem, we enormously 
increase it, when we try to substitute for this an extensive 
program of work relief. The two chief arguments for 
work relief are that it is less demoralizing than the dole, 
and that the community receives "something to show for 
its money." But when men are put to tasks which they 
know would' not be undertaken except to furnish them 
with work, when these tasks have often a very question
able value, when the weekly hours are only a fraction of 
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those that are customary in private work, one may ques
tion whether the result is not more demoralizing in some 
respects than that of home relief. . 

It is true that as a result of work relief the Government 
has "something to show for its. money", but it is very im
probable that, on the average, this something will turn 
out to be worth the added cost of work relief over home 
relief. We must remember, to begin with, that the various 
projects are undertaken not primarily because they are 
needed, but to give work, and that they must fill other 
requirements irrelevant to need, such as being where the 
unemployment is and involving a high percentage of labor 
as compared with materials. Further, the work itself is 
necessarily inefficient. It is not merely that the men em
ployed in such work cannot be held to the same strict 
standards of efficiency and application as in private work, 
and that only the more flagrant cases of malingering can 
be dealt with: The men on work relief cannot be selected, 
in the first place, in the sense that they can be for private 
jobs, because work- relief exists to give jobs to as many 
men as possible, regardless of their special suitability and 
training. The program has consisted largely of "public 
works" of various sorts. If we consult the 1930 census, 
and take the total number of brick and stone masons, car
penters, electricians, painters, paperhangers, plasterers, 
plumbers, stone-cutters, general building workers of other 
sorts, and road and street laborers, we get a total of less 
than 3,700,000 workers out of a "gainfully employed" 
population of nearly 49,000,000. In other words, nor
mally only about 7 per cent of the workers are employed 
directly on projects of this type, and therefore if unem
ployment were evenly distributed through all occupations, 
only 7 per cent of the unemployed would be trained for 
projects of this type. The attempt, on the other hand, to 
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expand the field of work relief beyond that of public 
works and public services, when it does not result in mere 
"boondoggling" or pastime jobs, brings it into direct com
petition with normal production and so tends to obstruct 
and unbalance. that production rather than to encourage it. 

In addition to all this, a work relief program threatens 
to perpetuate itself. The President recognized this danger 
in his message to Congress of January 4, 1935, when he 
recommended that compensation for work relief "should 
be larger than the amount now received as a relief dole, 
but at the same time not so large as to encourage the rejec
tion of-opportunities for private employment or the leav
ing of. private employment to engage in government 
work." But what the President did not foresee was the 
strength of the opposition of organized labor to this pro
posal. As a consequence of this opposition, while the 
actual monthly payments made to relief workers are often 
not unduly high in themselves, the hours have commonly 
been reduced to a very low point to bring up the "hourly 
wage rate" to the so-called "prevailing" level. The effect 
is not only to increase the expensiveness and dilatoriness 
of work relief, but to make it so pleasant for a substantial 
number of men that they prefer it to private work at 
higher monthly earnings. 

The greatest single objection to work relief, however, 
is its prohibitive cost. Estimates vary as to how great this 
is compared with home relief. If substantial public works 
are undertaken, involving important materials, the cost is 
very much greater, and even the cheapest "boondoggling" 
is very substantially more expensive. 

(I) Politics and Work Relief 

It is not merely the work-relief policy that has made 
our celief burden so ominously large, however, but the 
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whole system of administering relief from Washington. 
Almost daily we read of charges that the· relief funds arc; 
being spent with an eye to political advantage. Such 
charges are inevitable, for two reasons. A work relief 
program, unlike a home relief program, usually involves 
selection from among applicants, either for particular 
projects, or for particular positions on those projects. 
Some men get higher pay than other men, or are put in 
authority over them. The impression is bound to be wide
spread, particularly among the unsuccessful or less suc
cessful applicants, that the best jobs were given out on the 
basis of favoritism or "pull." But even apart from work 
relief, unless the funds from Washington are distributed 
on the basis of some definite and clearly stated formula, 
and not at the discretion of some official, there are certain 
to be sectional pressures and sectional suspicions that 
other communities are being unduly favored. Even if 
these suspicions were never justified, a central administra
tion cannot have that intimate knowledge of local condi
tions necessary to exercise intelligent and effective control. 

(g) Administration of Relief Funds 

On the other hand, we cannot allow the Federal Gov
ernment to supply all or nearly all the funds while leaving 
administration to the localities. Such a system permits 
the local officials to distribute benefits liberally without 
having to raise the funds for these favors directly from 
their own electorates. It is a system that puts a great temp
tation on the local officials to allow as many of their local 
voters on the relief rolls as possible, while it puts very 
little pressure on them to weed out of the relief rolls those 
who should not be there. 

The conclusions we must draw are that Federal Ad
ministration of relief should end, and that local adminis-
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tration should be accompanied by as large a measure as 
possible of local financial responsibility. Both objects, I 
believe, could be attained by a grant-in-aid system similar 
to those already embodied in the Federal Social Security 
Act. It is not necessary that the Federal Government 
should require each State to match, dollar for dollar, what 
the Federal Government contributes, Under such a sys
tem the poorer States or the States where unemployment 
is heaviest, might justifiably expect a larger proportion of 
Federal aid than other States. Indeed, the desirable thing 
would be that, as rapidly as possible, as many States as 
possible should cease to get Federal aid. But the Federal 
Government should require of every State which received 
grants-in-aid that very substantial State or local contribu
tions be made-contributions heavy enough to assure ade
qqate local concern for efficient and economical·adminis
tration. Such a system would put prompt pressure on the 
local communities to purge their relief rolls of impostors, 
and it would immediately end a system under which, in 
more than a dozen States, the State and local govern
ments together have not contributed 10 per cent of the 
relief funds being spent in them. 

The question of work relief versus home relief takes on 
a ,different aspect when the decisions regarding it are 
made locally and when, in case work relief is undertaken, 
the local community itself must bear the increased cost or, 
at all events, a very substantial part of it. The States and 
communities may often wisely conclude to undertake spe
cific work relief projects. 

States' Rights and Constitutionality 

I shall saY.little about the question of constitutionality 
of the Federal Social Security Act, preferring to discuss 
the Act at this time primarily on the basis of its economic 
merits. The constitutionality of the Act, as a whole, ap-
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pears doubtful. Particularly doubtful are the provisions 
involved in Titles III and IX of the Act. Title III is. 
concerned with the grants to States for unemployment 
compensation administration, if the State complies with 
the requirements of Congress an!! the Federal Social Se
curity Board. Title IX is concerned with the tax on em
ployers of eight or more, with credits up to ninety per 
cent of the tax for employers in those States which adopt 
laws for unemployment compensation which are ap
proved by the Federal Social Security Board as meeting 
the six specifications laid down. These provisions of the 
Act definitely involve coercion of the States, and raise a 
grave constitutional question. I believe it is far better 
that the States should work this thing out for themselves, 
with interstate compacts where it seems necessary. The 
whole question of unemployment insurance is involved 
and difficult. A great deal of experimentation is going to 
be necessary before we get it well worked out. The move
ment is popular, the movement is under way, and the 
States which have large industrial populations are under 
heavy pressure to proceed with it quite apart from Fed
eral coercion. 

If we analyze the provisions of the Federal Social Se
curity Act from the standpoint of determining how far 
they are designed to help the States and how far they are 
designed merely to regulate them, an interesting conclu
sion emerges. A State can be helped by financial relations 
with the Federal Government only if it receives funds 
drawn from some wealthier part of the country, or if it 
receives funds from sources of Federal taxation which are 
not also sources of State taxation, or if it receives funds 
from the proceeds of Federal borrowings. Of the three 
divisions of the law which I discuss in this paper, namely, 
unemployment insurance, old-age insurance and grants
in-aid for the needy aged, only the third can really in-
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Crease the funds available to the poorest State. Under the 
system of old-age insurance, the funds collected by the 
Federal Government go back to the States from which 
they come, except in so far as workers may move from 
State to State. There is no Federal aid given to State 
unemployment insurance funds, and the Federal grants 
to a State for administration of unemployment insurance 
are very much less than the 10 per cent or more of the 
payroll tax collected in the States and retained by the 
Federal Government. There is merely Federal coercion 
of the States to compel them to establish unemployment 
insurance. Particularly irritating, in this connection, is 
the requirement that the State unemployment funds be 
turned over to the United States Treasury. The constitu
tionality of this seems very doubtful, and I think that it is 
wtong as a matter of policy. 

The Old-Age Insurance Plan of the Federal Social 
Security Act 

We come, finally, to the question of public old-age in
surance. Like unemployment insurance, this is not new 
outside of this country. France has had a system of con
tributory old-age insurance since 1928, England since 
19~5, Germany since 1891. The .arguments for this rest 
on somewhat different grounds from those for unemploy
ment insurance. Large numbers of men and women who 
have reached 65 or 70, particularly if they have been 
mainly engaged in manual work, are no longer fit for it. 
Those who still have the energy, the will or the need to 
go on are' frequently dropped and cannot find new work 
because employers feel that they will not be as efficient or 
as adaptable as younger workers. These old people are 
then thrown upon the mercies of their families or become 
a charge upon the state. Even those who have saved often 
lose their savings in ill-advised inyestments or, as recently, 
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because of a general economic depression. Contributory 
old-age insurance, therefore, is advocated on the ground 
that we must compel everyone we can to provide for his 
own old age, and that a government plan will be most 
likely to make this provision sa~e. For humanitarian rea
sons, and on the ground, too, that by doing this the state 
is saved a burden that might otherwise devolve upon it, it 
is usually provided in such plans that employers or the 
state contribute to the insurance thus set up. 

The plan set up under the Federal Social Security Act 
is to be financed by taxes on payrolls and wages. These 
taxes, shared equally by the employer and the employee, 
will total 2 per cent a year from 1937 to 1939 inclusive, 
and then rise by 1 per cent steps at three-year intervals to 
6 per cent in 1949 and thereafter. In calculating these 
taxes-and also in calculating the benefits to which each 
individual will finally be entitled-no account is taken of 
any sum earned by anyone in excess of $3,000 in anyone 
year. 

From the fund thus created, old-age annuities are to be 
provided ranging from a minimum of $10 to a maximum 
of $85 a month. These annuities are calculated according 
to the following formula: they are to be ~ of 1 per cent 
a month of the first $3,000 the worker has earned during 
the period he has been making contributions, plus 1/12 of 
1 per cent a month on the amount between $3,000 and 
$45,000, plus 1/24 of 1 per cent a month on any amount 
over $45,000. 

Younger Workers and Those Better Paid Carry 
Larger Portion of Burden 

It will be seen immediately that these annuities are not 
calculated according to ordinary actuarial principles. 
Their result is to make ~e better paid workers carry part 



of the burden that would otherwise fall on the poorer 
paid, and to make the younger workers carry part of the 
burden that would otherwise fall on the older. For ex
ample, after the worker has earned a total of $3,000, he 
must earn $18,900 additional before he can double his 
pension, and $54,000 additional before he can triple it. 
The discrepancy is even greater than this,. for after the 
worker has earned a sum entitling him to an annuity of 
$85 a month, any earnings above that do not increase his 
pension at all, though he continues to pay taxes on them. 
(It is also true, of course, that anything he earns above 
$3,000 in anyone year does not help him at all in the size 
of his pension, but neither does. he or his employer pay 
any tax on this.) 

I~ is interesting to see how this plan works out as 
between younger and older workers on the same income. 
Workers who begin paying taxes on earnings of $100 a 
month from January I, 1937 until retirement at the age 
of 65 will receive pensions of $17.50 a month if their 
retirement falls on January I of 1942, of $27.50 a month 
if it falls in 1952; of $37.50 a month if it falls in 1962, and 
of $53.75 if it falls in 1982. In other words, their pension 
will be only 57 per cent higher when they have paid taxes 
for three times as many years, only 114 per cent higher 
when they have paid taxes for five times as long, and only 
207 per cent higher when they have paid taxes for nine 
times as long. 

It is not difficult to see the theory behind this. The 
framers of the bill did not want to wait too long before 
paying annuities. They felt that the older workers should 
not be unduly penalized because there had not previously 
been a plan to which they could contribute. They felt that 
the annuities should not be allowed to fall below a certain 
minimum monthly amount. All these considerations were 
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weighty, though it may be questioned whether it was wise 
to finance the payments to the older workers in just this 
way. 

It is true that the older or poorer paid workers' annuities 
are not directly subsidized by the taxes on the younger or 
better-paid workers. This is made impossible by one pro
vision in the law. If a worker dies before reaching the 
age of 65, his estate receives a lump payment equal to 
3~ per cent of the total wages on which he has paid taxes. 
If he dies after the age of 65, his estate receives the same 
amount less any benefits paid to him during his lifetime. 
He is also to receive this 3~ per cent of his total wages 
if he fails to qualify for the plan upon reaching 65. Now 
as, at the highest rate of tax (which is not reached until 
1949) he will have paid only 3 per cent of his earnings 
into the fund, he will obviously be getting back at least 
the amount he has contributed plus some interest. 

As each worker, therefore, is certain to take out more 
than he pays in, no worker can be directly subsidizing any 
of the annuities paid to the others. This subsidy, therefore, 
must all come from the employers' contributions. As we 
shall later see, what the employer pays in the form of a 
payroll tax will ultimately be absorbed by the contributing 
workers. The younger and the better paid workers will 
thus be indirectly subsidizing the older and the lower paid 
workers. 

Receipts and Reserve Fund 
Let us consider once more the total taxes by which it 

is proposed that the old-age .insurance plan will be 
financed. As they will amount to 2 per cent of total pay
rolls beginning next year, and mount 1 per cent every 
three years until they reach 6 per cent, it is obvious that 
the revenues will soon be formidable. The Senate 
Finance Committee estimated that these would be running 
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annually in excess of a billion dollars by 1944, and would 
reach nearly two billions by 1950. For many years nothing 
corresponding to this would be going out in benefit pay
ments. In 1950, for example, according to the estimates 
of the Senate Fillance Committee, when the annual reve
nues are $1,783,300,000, benefit payments will come to 
only $505,500,000. Revenues will continue to exceed bene
fit payments, on these estimates, for nearly thirty years, 
or at least until 1965. Meanwhile a huge reserve balance 
will be piling up, which in that year will have reached 
some $36,000,000,000. But though benefit payments will 
then begin to exceed the revenues, this reserve will con
tinue to grow by virtue of its own interest. The Senate 
Committee's table comes to an end in 1980 showing a 
reserye, still growing, of $47,000,000,000. 

The Fallacy of the "Self-sustaining" Concept 

Now the theory behind all this was well-intentioned~ 
It was to make the old-age insurance plan "self-sustain
ing," to prevent it from going bankrupt, to save posterity 
from too great a burden. The plan was adopted following 
the insistence of the Secretary of the Treasury, who urged 
higher taxes than originally contemplated in order to 
"facilitate the continued operation of the system on an 
adequate and sound financial basis, without imposing 
heavy burdens upon future generations." In other words, 
Congress, in adopting the plan, followed the analogy of a 
private insurance company, which must build up a reserve 
against the probable future demands to be made upon it. 
Further, it was ~rying to lighten the burden on future 
taxpayers by building up a reserve which would earn 
sufficient interest to make it unnecessary to draw upon 
the Treasury. 
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A Country Cannot Insure Itsell 
The reasoning behind this plan, however, is fallacious. 

The enormous reserve contemplated by the Federal So
cial Security Act is altogether unnecessary. We may rec
ognize this most clearly by reminding ourselves of the 
basic principle of insurance itself. That principle may be 
variously described as the pooling, the sharing, the diffu
sion, the equalization of risks. This end is automatically 
secured for the citizens of a country when their central 
government does the insuring, for that government can 
not only compel those citizens to pay the "premiums" 
regularly in the form of taxes, but it can do what a private 
company cannot do; it can raise or otherwise alter the 
premiums at will. But while a country can insure its citi
zens individually out of a common tax fund, it cannot 
insure itself as a whole against the future. It cannot do so, 
that is, by any mere financial arrangement. Only if the 
Federal Government used the surplus tax funds to build 
up the tangible or intangible capital equipment of the 
country could it be said to be lightening the burden on 
posterity or increasing its ability to carry the old-age pen
sion burden. 

We may make the matter clearer by considering the 
contrasting case of a private insurance company. Such 
an insurance company contracts with policyholders to pay 
them annuities. If, after a few years it finds that the pay
ments it must make are growing, it cannot increase its 
premiums, because they are contractual. It must therefore, 
from the beginning, build up a reserve. It does this by 
providing adequate premiums in the original contracts, 
and by investing the premiums in the securities of other 
institutions-of other private corporations, or of munici
palities and States and the Federal Government In other 
words, it in effect lends its accumulated funds to other 
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institutions, and, when it needs to draw upon these funds, 
it in effect calls the loans or transfers them to. someone 
else. 

Fictitious Reserves 

When the Government itself sets up an old-age insur
ance plan like the present one its position differs in several 
crucial respects from that of the private insurance com
pany. As we have just seen, it can make participation in 
the plan obligatory; it can alter the "premiums" at will; 
and it can make up any deficiency out of the general tax 
fund. These three powers together make reserves in the 
ordinary sense unnecessary. And when the Government, 
notwithstanding this, attempts to set up a reserve anyway, 
that reserve--at least in the form contemplated by the 
Fed~ral Social Security Act-becomes a fictitious one. 

The reason for this is that the reserve is to be invested 
only in the Government's own securities. Either these 
securities may be bought by the Old-Age Reserve Ac
count in the open market, or special United States obliga
tions may be issued to it bearing 3 per cent interest. In 
other words, one bookkeeping account of the Government 
will be borrowing from another; the Government will be 
boriQwing from itself. The purpose of this reserve, it 
must be remembered, is not to be a capital fund to be 
drawn down as benefits begin to exceed taxes; its sale 
function is to produce interest. The theory behind it is 
that this interest at 3 per cent will make the plan "self
sustaining," by making it unnecessary to put future pen
sion taxes too high at the same time as it makes it neces
sary for the Treasury to contribute. For example, it is 
estimated that by 1980 the benefit payments will have 
reached an annual rate of $3,500,000,000. Of this amount, 
only about $2,200,000,000 will come from the payroll 
taxes. But the interest on the fund at that time will have 
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reached $1,400,000,000 annually, or more than enough to 
make up the difference. In other words, by that year 40 
per cent of the benefit payments is to be supplied by inter
est on the reserve fund. 

Yet from the standpoint of relieving the burden on any
body, this gigantic reserve fund will be simply a gigantic 
delusion. The Old Age Reserve Account would, of course, 
get its interest from the government securities. But where 
would the Government obtain the interest that it paid on 
the securities? From the only place it could obtain it
the general taxpayer. The whole elaborate reserve fund 
set-up would not relieve him of any burden whatever. 
Would it not be much better, therefore, if Congress did 
not mystify the voters of the country, or deceive itself, by 
establishing this financial fiction in the first place? 

Moving Funds from Left-Hand Pocket to 
Right-Hand Pocket 

The mental confusion which this arrangement would 
almost certainly cause might have some very unfortunate 
results. If the Old-Age Reserve Account invested its funds 
in outstanding United States bonds the effect would be 
equivalent in some respects to a retirement of that amount 
of the Federal .debt. The funds would be returned to 
the general capital market. But suppose that, after these 
bonds were all purchased-or long before this happened 
-the Government began to issue the special 3 per cent 
bonds to the Old-Age Account as authorized by the new 
law? Then we should have the appearance of investment 
without real investment. It would be as if an individual, 
not knowing what to do with his idle funds after he had 
bought up his own promissory notes in the hands of 
others, were to issue new promissory notes to himself for 
them. The Government, crediting taxes to its left-hand 
pocket, the Old-Age Reserve Account, would then turn 
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them over to its right-hand pocket, the general fund, in 
ex;change for crisp new bonds that it had itself issued. 
The purpose of the law in providing for these special 
bonds is supposedly to make sure that the old-age taxes 
will be invested in case it is not feasible to buy other 
government securities. As the reserve fund in 1980 is 
expected to be 50 per cent greater than the total present 
national debt it is easy to see how the framers of the law 
thought they might eventually run short of outstanding 
government bonds for investment. But the. device of 
having the Government issue new bonds to a branch of 
itself would not invest the money. The Government would 
still have the old-age tax money in its general fund, and 
the problem of investment would remain. 

The "Reserve"-A Temptation to Extravagance 

n is difficult to imagine how a greater temptation to 
continually growing government extravagance could be 
created. So far from their being any incentive to reduce 
the government debt under such a plan, there would exist 
a widespread impression that it was actually necessary 
to increase the public debt 50 per cent above even its pres
ent level in order to make certain of having enough bonds 
in which to invest the old-age fund. Indeed, this is pre
cisely what would be necessary if thi'll particular plan 
were to be carried out. Meanwhile, what will happen 
to the moneys the Treasury gets each year in exchange for 
the special 3 per cent bonds? If the money were left idle, 
withdrawn from the channels of trade, it would merely 
reduce the nation's buying power and breed depression. 
But what is much more likely is that future Congresses 
would find all sorts of extravagant appropriations for it. 

The attitude not only of Congress but of the voter who 
is paying for. the old-age insurance must also be consid
ered. The plan is supposed to be based on "sound actuarial 
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principles." But after it has been in operation five years, 
the fund will be taking in each year sixteen times as much 
as it is paying out. At the end of ten years, it will still be 
taking in five times as much each year as it is paying out, 
and meanwhile the fund will be piling up. Is it probable 
that all those paying the taxes will understand actuarial 
theory, and that future Congresses will attach great weight 
to actuarial theory? Is it not, on the contrary, far more 
probable that the workers will begin to resent having 
these taxes deducted from their incomes, while they see 
so little being paid out, and this huge, idle and untouched 
fund growing ever larger and larger? Is it not far more 
probable that this wi11lead to demands either to reduce 
the taxes or to liberalize the benefits, by reducing the age 
of eligibility and increasing the monthly allowances?,The 
success of the latter demands would put an economic load 
upon the country far greater than it could hope to bear. 

The only solution is to abandon entirely the whole plan 
for a reserve fund of this sort Neither Germany, with 
nearly half a century's experience in public old-age pen
sions, nor Great Britain, with ten years' experience, has 
ever planned or attempted to build up any comparable 
reserve fund. In Great Britain the maximum rates of 
pension went into effect at once. The result was that 
British workers enjoyed the benefits of the old-age pension 
immediately. There was no plan for building up reserves; 
the government simply added substantial grants to the 
contributions of workers and employers. Such an arrange
ment tends to be held within reasonable bounds, because 
the taxpayer feels its full weight immediately. Mr. M. A. 
Linton, President of the Provident Mutual Life Insurance 
Company of Philadelphia, who was one of the actuaries 
associated with the Committee on Economic Security, 
asserts that the actuaries felt the reserve plan to be out of 
place, and recommended a current-cost plan which would 
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practically balance current taxes and current pension 
outgo, and provide for no more than a reasonable con
tingency reserve, the principal of which could be used 
in years when adverse business conditions might cause 
current tax receipts to fall off and be insufficient to meet 
pension payments. There is no doubt that this advice was 
sound.' 

A current cost plan, which started paying benefits as 
soon as taxes were levied for it, is clearly the best solution. 
The workers would see old-age benefits being paid out as 
soon as old-age taxes began. The country as a whole 
would know much sooner what old-age annuities were 
costing it, and would therefore l>e likely to assume a less 
excessive future burden. I shall later suggest the complete 
abandonment of the old-age insurance for special classes 
of workers, and the concentration of our efforts on an 
adequate handling of the problem of pensions for the 
needy· aged of all classes of the population on a current 
cost basis. 

Private versus Public Old-Age Pension Plans 

When the Social Security Bill was before Congress, 
Senator Clark of Missouri introduced a series of amend
ments to permit exemptions from the old-age payroll taxes 
of companies that had private old-age pension plans "not 
less favorable" to the beneficiaries than the Government's 
plan. These amendments were incorporated in the Senate 
bill, but the House rejected them, and after prolonged 
conferences the Senate receded from them. A gentlemen's 
agreement, however, was reached for the appointment of 
an interim· joint Congressional committee to investigate 
the question and to report to the next session. 

I Mr. Linton', dilcu •• ionl of thi, whole problem have been very iUuminatina 
aDd helpful. 
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If no special provision is to be made in the law regard
ing existing private pension plans, it is clear that a great
injustice will be done either to the companies that have 
such plans or to the older workers that have built up 
rights under them. All companies that have contractual 
plans will necessarily be subjected to a double burden, 
while many of their employees would get two pensions. 
Other companies, though they have no contractual obliga
tion, will assume this double burden at least to provide 
for their older workers. But some, undoubtedly, will find 
the double burden too great to carry, and in these cases 
the Federal Social Security Act as it stands will mean less 
rather than more security for many of their workers. 
Those who reach 65 before 1942, for example, will be 
completely disqualified from benefits under the new Act, 
while those who reach 65 only a few years after that date 
will be entitled only to small pensions under it, where 
they might have been entitled to much more substantial 
pensions under their private system. 

The attempt, however, to keep a public system and in
numerable private systems going side by side is admittedly 
full of difficulties. Congress would want to be assured 
that any private system for which it made special provi
sion would be at least as favorable to the worker, in the 
benefits it provided, as the public system. It would prob
ably want the worker to have complete freedom of choice 
as between systems. It would want the private systems to 
assure adequate reserves, and it would not want the worker 
to be dependent for his pension on the fortunes of a par
ticular firm. It would want the wo-;-ker to be as well off 
after leaving a private system, as if he had been, during 
the same period, under the public system. It would want 
the worker to have complete rights of transfer, without 
loss to himself, from a private to the public system. 
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Such requirements create a problem of the utmost in
tricacy. It seems next to impossible, except with the most 
elaborate individual bookkeeping records and detailed 
administrative oversight, to work out a system that would 
be fair at once to the worker, to the government plan, and 
to the private companies. A detailed discussion of the dif
ficulties presented would carry us too far afield. It is 
worth pointing out, however, that the main difficulty ap
pears to arise out of the nature of the government plan 
itself. The benefits under the private annuity plans usually 
vary directly in proportion to annual wage or salary and 
the number of years of service or premium payment. The 
government plan, as we have seen, pays the older workers 
in the early years much more proportionately to taxes paid 
in than it will later 'pay the now younger workers; it also 
p~s the lower-paid workers much more proportionately 
than the higher-paid. Thus, for example, a worker who 
has been earning an average of $50 a month for the 
twenty-five years preceding retirement receives a pension 
equal to 50 per cent of his average earnings; a worker 
who has been earning an average of $250 a month for the 
same period is entitled to a pension of only 25 per cent of 
his average earnings. It is discrepancies like these which 
make it so difficult to decide just what exemption or al
lowance the Government is to make a private company 
for workers carried under the private plan, or just what 
the private company should be asked to pay over to the 
Government when one or a large number of its workers 
transfer to the public plan. 

What seems likely in the absence of special provisions 
for private plans in the law is a gradual tapering off of 
most existing 'plans so as to do as little injury to older 
loyal workers as possible. This may be done by a discon
tinuance of private plans as applied to new employers or 
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younger workers, while provision is made to pay older 
workers the difference between what the government plan 
will pay them and what the private plan would otherwise 
have paid them. It would surely seem reasonable for the 
Government to make some partial tax exemption or grant
in-aid to private plans already existing that undertake to 
provide for their older workers in this way. Any private 
plans that are set up in future will then take the govern
ment plan for granted, and attempt to provide only sup
plemental benefits. 

Obligatory Retirement 

One odd provision of the old-age insurance plan set up 
in the Federal Social Security Act is that which not only 
makes it impossible for a worker to build up his possible 
pension after the age of 65 but which compels him to re
tire from active work then or later before he is entitled to 
a pension at all. The first part of this provision would 
bear unfairly on those workers who will reach 65 shortly 
after 1942. They will receive quite small pensions, and it 
seems only just that those who wish should be allowed to 
continue to build up their potential pension in the early 
years of the plan. The second part of this provision
making retirement obligatory in order to receive a pen
sion at all-seems to imply an acceptance of the fallacy 
of a fixed number of jobs, so that it is necessary for the old 
to retire before the young can be employed. The primary 
intention was apparently to reduce the demand ·for bene
fits, as it was supposed that if this provision were inserted 
pensions would be called for, not immediately at 65, but 
at an average age of 67y,;. No doubt the idea that those 
who have regular jobs are not in need of annuities also 
played a part. The provision, however, indicates a con
fusion of the idea of insurance with the idea of relief. 
These workers will have contributed to their insurance 
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and will have earned a right to it that ought not to be im
paired by a requirement of this sort-a requirement 
which, in any case, would prove difficult to enforce. 

The Problem of Those Workers Not Included 
in the Plan 

The old-age insurance plan does not, of course, cover 
the entire population. Workers in agriculture, in domestic 
serr~ , in Federal or State Governments, in charitable 
and other non-profit-making organizations, casual laborers 
and the crews of ships are specifically excluded. The self
employed and the non-employed are naturally not in
cluded. It is generally estimated that only a little more 
than half of the gainfully occupied, and only about one
third of the total adult population, will be covered. What 
of.thosewho fall outside the plan? 

For these the Federal Social Security Act makes pro
vision in the form of grants-in-aid to States which provide 
plans of their own. This is a form of poor relief, extended 
only to those who can prove need. The Federal Govern
ment undertakes to share half the burden with the States 
and localities up to a total of $30 a month per person. The 
States and localities may provide as much more as they 
lik~, but the Federal Government will not contribute 
more than $Isa month to the support of any individual. 

Contributory and Non-Contributory Old-Age Pensions 

It must be remembered that this system, which is now 
in operation, and under which payments have already 
been made in many States (thirty-four State plans having 
received the approval of the Social Security Board up to 
June 20) is expected to operate side by side with the con
tributory insurance plan. But this will lead to some 
strange anomalies. Here is an aged couple, both of whom 
can prove need, so they will receive a combined pension 
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of $60 a month. But here, in I966, will be a worker who 
has earned an average of $Ioo a month for thirty years, 
and regularly paid his contribution on it. Reaching the 
age of 65 in I966, he will be entitled to a monthly pension 
of only $42.5°. What will he think of the plan when he 
meets his non-contributing neighbors with their $60? If 
his wife has not been in an insured employment herself 
this $42.5° may be their total income. Certainly they will 
consider themselves entitled at least to a supplementary 
pension of $I7.50 to bring their total income also to $60. 
If such a supplementary pension is refused, or even if they 
have to take the eqliivalent of a pauper's oath to get it, 
what will they think of the plan to which the husband has 
been contributing for thirty years? We must remember 
that this discrepancy is more likely to be common than 
infrequent. No one earning $125 a month or less will re
ceive an earned pension as large as $60 a month even if he 
works and contributes for forty-five years, no one at no 
matter what salary will receive such a pension until I960. 

Certainly more thought should have been given to the 
relationship between these contributory and non-contribu
tory pensions. The question may well be raised whether 
the system of contributory pensions or annuities· should 
not be dropped altogether. On the one hand, it is too in
clusive, because it pays annuities to people who will not 
need them. On the other hand, it is too exclusive, be
cause, as stated above, it leaves out nearly half of the gain
fully employed, and about two-thirds of the total adult 
population. The minimum annuities it pays are very low, 
and, as we have just seen, may· have to be supplemented 
by the old-age assistance plan in any case. I believe that 
the whole system would be put on a much more rational 
basis if it were confined to grants-in-aid to the States for 
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assistance to the needy aged. Enforced contributions from 
workers and payroll taxes could then be abolished. 

Current Cost Plan Facilitates Sound Compromise 

The current cost plan as against the reserve plan in pro
viding for old-age pensions exhibits additional advan
tages when considered in this connection. For one thing, 
we may begin at once to do what we can afford to do for 
those of our own immediate time who are over sixty-five 
and are in need. Again, as we do not tie this up to previ
ous work and previous earnings, we nc:ed not confine it to 
the classes. listed in the law, but may extend it to all. 
Again, there is no need for the keeping of elaborate rec
ords of the life history of all workers in the United States 
by the Federal Government. These are costly records 
whose keeping may well be welcome to the political dis
pensers of patronage, but which the taxpayer might as 
well not have to pay for. Further, all conflict between the 
government plan and private plans disappears. 

Moreover, I think that our wage-earning citizens, when 
they realize what is planned, may well resent a system of 
surveillance in which every individual among them is 
kept under the eye of the Federal Government and either 
required to account for all of his time or else lose the 
benefit of pension for parts of the time not accounted for. 
Our people have been accustomed to privacy and free
dom of movement. I doubt very much if, when the plan 
is really in operation, they are going to welcome forced 
participation in an old-age insurance scheme which takes 
3 per cent of their wages directly and another 3 per cent 
indirectly, and ~hich makes them account for their time 
to agents of the Federal Government for a benefit to be 
received twenty, thirty or forty years later. I think it far 
more likely, when they understand the issue, that they 
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will prefer to join everybody else in the population in con
tributing a much smaller percentage of their incomes. 
(above $500) to taking care of all the needy aged of the 
whole population, reserving the right to use their own 
discretion as to whether they wjsh to buy annuities from 
insurance companies or whether they wish to make sav
ings in other ways. 

Cost of the Security Program May Reach 
Four Billions Annually 

I have reserved a question of the first importance. 
What is our social security program going to cost us? 
The initial amounts seem comparatively small, but they 
will grow rapidly and surely. For the first year $50,000,-
000 was appropriated for the Federal Government's 
contribution toward the State old-age assistance plans. 
For the 1937 fiscal year the President has already 
asked for an appropriation for this purpose of $85,000,-
000. Mr. Linton reports that the actuaries associated with 
the work of the Committee on Economic Security believe, 
on the basis of the Canadian experience, that in a decade 
from now these pensions will be costing a billion a year
$500,000,000 from the Federal Government and an equal 
amount from the States. Ten years from now the old-age 
payroll taxes will amoun.t to $1,291,000,000. It has been 
estimated that all together these old-age assistance taxes, 
the old-age payroll taxes and the unemployment payroll 
taxes will probably amount in ten years to $3,000,000,000 
annually, and to $4,000,000,000 annually within twenty 
years. Even this does not indicate the probable total cost 
of social insurance for it does riot count the other forms 
of aid provided for in the Federal Social Security Act
the assistance to the blind, to dependent and crippled chil
dren, for maternal and public health. For these all together 
there is already being appropriated almost as much as for 
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the old-age assistance program. In addition, there is the 
question of general health insurance. This is not provided 
for in the present act, but there can be little doubt that an 
active effort will be made within the next few years to 
secure it. It would seem conservative, therefore, to assume 
that within ten years from now our total social security 
burden will amount to not less than $4,000,000,000 annu
ally. It niight reach nearly that without counting the 
possibility of health insurance. 

The prospect brings us back to the considerations with 
which we began. We shall be spending this money os
tensibly to increase the economic security of individuals. 
But what will this program and these expenditures do for 
the economic security of the nation considered collec
tively? What effect will they have, for example, on our 
total volume of production? Our present system provides 
economic penalties for failure and incentives for success. 
It is the proper function of social insurance to reduce 
those penalties that are excessive. But where it reduces 
those penalties too much, or removes them altogether, it 
may have the unintended effect of demoralizing those 
that it seeks to help, and of making them permanent bur
dens on the community where they might ultimately have 
become energetic contributors to the general well-being. 
There is also the danger of too greatly reducing the incen
tives to success, which may follow from excessive taxation 
either upon individuals or upon business firms to support 
the security program. And there is the further danger 
that the nature and incidence of the payroll tax, apart 
from the total amount of revenue it yields, may so disrupt 
or dislocate the processes of production that, instead of 
taking from A to help B, it will directly or indirectly hurt 
both A and B and help no one. 
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Incidence of the Payroll Tax 

Certain of the proponents of the payroll tax have as
sumed that it is essentially a sales tax which the business 
will pass on to the consumer in the form of higher prices. 
But there are surely some very important distinctions to 
be drawn. The sales tax, paid by the seller, is a tax on the 
supply of goods. The more goods produced and sold, the 
larger the sales tax paid. The payroll tax, paid by the 
employer, on the other hand, is a tax on the demand for 
labor. The calculation of this tax comes when men are 
being hired or promoted-or dismissed. The smaller the 
payroll, the less the tax. The smaller the wages, the less 
the tax. The fewer the employees, the less the tax. A high 
tax on payrolls must retard wage increases and retard 
re-employment, and must accelerate unemployment in 
periods of crisis and depression, especially for the hard 
pressed marginal firms, which are reaching out des
perately in every direction to reduce costs. A 6 per cent 
tax on payrolls is, in my judgment, dangerously high. And 
the combined taxes on payrolls for unemployment insur
ance and old-age insurance amount to 6 per cent payable 
by the employer, in addition to the 3 per cent tax on 
wages paid by the worker. 

Complications always arise in concrete practice. Re
sistance by labor to actual reductions of wages could mean 
that the main effect would be on volume of employment 
rather than on actual wage rates. This would probably 
be the first tendency if such a tax came into effect in a 
period of receding business. If the tax should come into 
effect in a period cif advancing business, increasing em
ployment and rising wages, the tendency would be merely 
to retard the increase in wages and slow down the move
ment of re-employment The initial impact of the tax 
would, in any case, be on the profits of the businest-Or 
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on the capital of the business if there were no profits. 
Sooner or later, I am convinced, economic law would 
shift the tax almost entirely to labor. 

Assuming the correctness of this view, it seems clearly 
wiser to me to use a different tax from the payroll tax for 
old age pensions. Let us abolish both the three per cent 
tax on payrolls and the three per cent tax on wages directly 
paid by labor, in getting funds for old-age pensions. Let 
us limit the old-age pensions to cases of need, and raise 
the funds for them by a widely distributed tax on all 
classes of the population, say a tax at a low rate on all 
incomes, iJicluding corporate incomes, above five hun
dred dollars, making large use of the principle of collec
tion at the source on small incomes from wages, to sim
plify administration. . 

In the second place, if this view regarding the incidence 
of the payroll tax is correct, we have a further powerful 
argument for dividing the cost of unemployment insur
ance between employer and employee. Instead of a 3 per 
cent tax on employer for the unemployment insurance 
fund, it would seem to me better to have the tax divided 
between laborer and employer, I ~ per cent for each. 
This secures the advantage of that direct participation 
of both employer and employee and the direct interest 
of both in the working of the system which is necessary for 
the sound working of the system. In the long run, it is 
not less advantageous to labor, because the whole of the 
cost will fall on labor ultimately in any case. 

A third corollary from this conclusion regarding the 
incidence of the payroll tax would be that it is definitely 
wrong for the Federal Government to use for general 
purposes 10 per cent (often more) of the payroll tax 
designed to produce the unemployment insurance funds. 
Whatever is collected from employers for this purpose 
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should go to the unemployment fund. The Federal Gov
ernment should not use a tax for revenue purposes which 
retards employment in good times and accelerates unem: 
ployment in bad times. 

"Higher Incomes" Already Drained by Other Taxes 

These criticisms of payroll taxes have led in some quar
ters to the glib suggestion that the costs of the social 
security program should be met by "taxes on the higher 
incomes." If the higher incomes were now free from 
taxation, the suggestion would have merit. But with the 
Federal Government already taking up to 75 per cent of 
incomes, not to speak of what the various States take in 
addition, the proposal seems a trifle unreal. Those who 
blandly reply, therefore, to every question of where the 
money is coming from to finance this or that ambitious 
or grandiose project, that we can "tax. the higher 
incomes," are guilty either of ignorance or of insincerity. 
It is not merely wrong, it is a cruel deception to tell the 
great masses of this country that a few rich persons can 
pay the bills for every new "reiorm," and that the burden 
will not fall mainly on themselves. When it is. wrongly 
assumed that the burden for any new plan involving large 
expenditures can be placed on the 4 or 5 per cent of the 
voters of the country who pay income taxes, there is little 
political restraint on the proposal and passage of such a 
plan. As soon as it is realized that we must all pay for it, 
such plans are certain to be examined with more care. 

Saving the Good in the Federal Social Security Act 

In saving the good of the Federal Social Security Act 
(I am not here considering the minor features of the Act 
but merely the three that I have named) let us drop the 
coercion of the States in the matter of unemployment in
surance, though we should encourage the States to develop 



the syHem of unemployment insurance. Let us drop the 
old-age insurance based on payroll taxes and taxes on 
wages for special classes of workers, and let us concen
trate on the system of grants-in-aid to the States for the 
assistance of all the needy aged in such a way and on such 
a scale that we shall do this thing adequately in our own 
time and generation to the extent that we can afford to do 
it. And let us do it on a current cost basis, so that we shall 
know what it costs and shall know whether we can af
ford it. 

I may add that in testing need we should ignore the 
question of whether sons and daughters or other kinsmen 
are well enough off so that they, can take care of their 
aged relatives. I have been told of a county court in a 
southern State which, 'forty years ago, emptied the local 
poorhouse by giving small monthly stipends to its inmates 
which made them welcome members of the families of 
their children, and gave them a sense of dignity in the 
homes of their children, because they were able to con
tribute to the common family expenses. I think that ex
perience will show that we can afford, on a current cost 
basis, to eliminate both dire poverty and dependency for 
that part of our population which is over sixty-five, and 
I am.in favor of making the attempt to do it. In this con
nection, I may say that it will be very much easier for us 
to afford to take care of our aged properly if we can cur
tail radically the existing appalling wastes of government. 

We Do Not Gain Individual Security If We 
Undermine Aggregate Security 

I have emphasized the dangers to aggregate security 
from the Federal Social Security Act which is aimed at 
individual security: the dangers to Federal finances from 
the vast funds flowing through the Federal Treasury, cre-
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ating constant temptation to Congressional extravagance, 
the vast increase in national debt contemplated by the Act, 
the 6 per cent tax on payrolls. If there were time, I should 
like to discuss also the indefensible tax on corporate thrift 
passed last month in the closing days of Congress. It is 
not pleasant to contemplate the Federal Treasury drawing' 
into its hands both the savings of business and the savings 
of labor and placing them at the mercy of Congressional 

.appropriations. And there is no time to discuss the numer
ous unsound developments in the field of money and bank 
credit, to say nothing of the gigantic deficits of the Federal 
Government. 

Incidentally, it may be observed that it is a strange 
proceeding to make plans running through fifty years 
creating insurance obligations and rights which run in 
terms of dollars and which are calculated with respect to 
present wages and present living costs, when so much has 
recently been done to make uncertain the future value of 
the dollar, and when the very plan itself increases that 
uncertainty. It may prove to be a cruel and pitiful jest 
to compel by law the great body of our working people 
to save for their old age dollars which our existing public 
policies could so easily rob of most of their value long 
before the time came when the worker was to get them 
back. When we have a twenty-four hour. policy with 
respect to our money, it is surely best to have a current 
cost policy with respect to pensions for our aged. 

It is unfortunate that the sodalsecurity program should 
have been discussed and inaugurated in a period when the 
Federal Government is operating at a heavy deficit, when 
it is meeting less than half of its current expenditures 
out of current income. Money is not real in such a period. 
It is not real to the Congress that discusses such a program 
or to the taxpayers who will ultimately have to pay for it. 
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The added burden of the program will not be fully 
realized until taxes equal expenditures. The prospective 
weight of new plans is recognized only when existing 
taxes already balance expenditures and when there is 
insistence that any new program for distributing benefits 
to special groups must be accompanied by a tax bill to 
raise the necessary revenue. Legislators can be made to 
restrain thei.r generosity in spending other people's money 
only when, at the same time as they devise a scheme for 
helping one special group, they are compelled to tell the 
rest of the country how much the scheme is going to cost 
it, and just who is going to receive the bill. 

I think my attitude toward the general problem of social 
security is sufficiently plain from what I have already said. 
I am deeply sympathetic toward the efforts to mitigate 
the chief economic hazards to which great masses of 
people are subject, particularly the hazards of unemploy
ment and of poverty in old age. But I wish also to 
emphasize the side of the problem that is now being over
looked by many of ull-the hazards of a hastily conceived 
program for accomplishing this. We must not forget the 
incentives that move men in their economic actions, the 
dangers of an overburdensome program that, by promising 
too much, may collapse of its own weight, meanwhile 
retarding or disrupting the very processes of production 
itself, on which we must ultimately depend for such a 
program. It would be not merely ironic but tragic if, in 
too sanguine efforts to insure the economic security of 
some of our citizens, we imperilled the economic security 
of all of them. 
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Foreign Trade 

and Our :J\&;tional Interests 

Mr. Chairman and MemDers of the Merchants Association 
of New York: 

The problem of foreign trade is very much confused 
and oversimplified when it is presented, as it sometimes 
is, as an issue between nationalism and internationalism. 
I know of no responsible man in the United States-or, 
indeed, in any other country-who is not essentially a 
nationalist, that is to say, one who thinks first of the in
terests of his own country rather than those of foreign 
countries. The real issue, as I see it, is between nationalism 
and sectionalism, or between national interests and special 
interests. In considering the issue as so defined, I believe 
that the national interest should be controlling, and it 
seems to me clear that the interests of the nation as a 
whole are best served by a large measure of foreign trade. 

In the fifteen minutes which I am privileged to use of 
the limited radio time, I cannot do more than call your 
attention to three or four main questions which have a 
bearing on our foreign trade, and in presenting these ques
tions to you I can merely attempt to indicate certain 
points which bear upon their solution rather than to try 
to give confident or specific answers to any of them. 
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ForeiAn Trade, Peace and War 

In a world where fears of war are growing and in which 
patient and devoted men, working for peace, find so much 
that is discouraging, there are those who believe it is best 
for this country to become economically self-sufficient in 
the hope that we may be immune to the effects of wars' 
which may occur between other countries. Unfortunately 
it is extremely difficult, even for this vast country of ours 
to become self-sufficient. Tin, nickel, manganese, rubber 
and a great many other essential commodities must be 
brought in from abroad, and we must look to foreign mar
kets to give employment to millions of our people whose 
surplus cotton, tobacco, lard and other products we cannot 
consume at home. But if it is difficult for us, with our 
infinitely varied conditions of soil and climate, our tre
mendous resources, and our manifold industrial activities, 
to be economically self-sufficient, it is impossible for many 
countries, both in Europe and Asia, with dense popula
tions and limited resources, to achieve this goal. These 
countries, if they are able to export the products of their 
manufacturing industries and trade them for foods and 
raw materials, can achieve national well-being, but if they 
cannot do this they are tempted to engage in wars of con
quest to get new territories from which they can obtain 
the foods and raw materials they so sorely need. There 
could be no surer way to bring about a generation of war 
and misery throughout the world than for the policy of 
national economic self-sufficiency to be pressed to its 
logical conclusion. 

In view of this fact let us ask ourselves whether we 
could make any greater contribution towards world peace 
than by so opening up the channels of trade that every 
country would be permitted to work for its foods and raw 
materials instead of fighting for them. And let us ask our-
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selves further whether anyone seriously believes that this 
country could remain unaffected if another world war 
should come. 

Foreign Trade and the Volume of Employment 

A country like ours, which, ever since the Civil War, has 
had high protective tariffs, and which, under such tariffs, 
has achieved an economic development equalled nowhere 
else in the world, has many fears regarding any lowering 
of trade barriers. During all these years those who have 
advocated the continuance of high protective tariffs have 
argued that such tariffs are essential to maintain our high 
standard of living through high' wages and widespread 
employment. Those who have been opposed to such tariffs 
havt: urged that goods going out of a country can only 
be paid for by goods coming in; that foreign trade, both 
import and export, increases rather than decreases em
ployment, not only in foreign countries but at home; that 
this increase in employment from a domestic point of view 
not only takes place in connection with the actual produc
tion of goods for export but also in connection with rail
road transportation, harbor activities, shipping, in whole
sale and retail houses, and in banking and insurance ac
tivities all connected with both the export and import 
trade; and that such trade continues to make more trade 
whether it originates in foreign or domestic production • 

. Obviously this question of the wisdom of lowering trade 
barriers cannot be settled by looking only at the tariff 
schedule of some one industry which is obliged to face for
eign competition and which is fearful of the import of 
foreign goods. We must look at the whole situation from 
a national point of view. We must recognize that exports 
can, in the last analysis, only be paid for by imports. 
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Realizing this, we must consider, for example, the millions 
of people in this country who have produced and are pro
ducing cotton for export, the ten or more different workers 
who stand between the growing cotton and the final ship
ment of every bale of cotton out of the country-picking 
it, ginning it, baling it, grading it, loading it into freight 
cars, transporting it over railroads, handling it in the 
export harbor and carrying it overseas, and the clerical 
workers who keep the records and handle the documents. 
We must consider this same situation with regard to the 
thousands of other commodities which we export, includ
ing products of the mines as well as of the farms, and 
manufactured products such as automobiles, sewing ma
chines and typewriters. And we must think of the unem
ployment created when we are forced even partially to 
reduce our export trade and curtail our agricultural, min
ing and manufacturing production of export commodities. 
This reduction of our export trade sets adrift countless 
numbers of people who have no place to go except to the 
relief rolls, and such people now constitute, I believe, one 
of the major factors of our relief problem. 

I am myself a firm believer in the principle of the pro
tective tariff. As I have already stated, I consider that 
the protective tariff has been the cornerstone upon which 
has been erected the prosperity which this country has 
enjoyed since the Civil War and until recent years. More
over, I know of no one who at this time would think of 
substituting for it the ;loctrine of free trade. But I try 
to be a reasonable protectionist. A good policy carried to 
extremes becomes a bad policy-;-and we have carried pro
tectionism to extremes. The question is simply this: Should 
we relax our virtually prohibitive restrictions on the im
ports of a widely diversified list of manufactured goods 
sufficiently to permit the importation of a volume of com-
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modi ties which will pay for an adequate export of those 
goods which we cannot consume at home, thereby restor
ing employment to the domestic workers who produce 
such goods? 

ForeiAn 'Trade and the Federal BudAet 

One highly important point to take into account in de
ciding between the policy of economic self-sufficiency and 
the policy of the restoration of foreign trade is that the 
policy of economic self-sufficiency, even to the extent that 
we are now practicing it, imposes an immense burden upon 
the Federal budget. In view of the unbalance as between 
agriculture on the one hand and manufacturing on the 
other, the Government-is undertaking to give to the farmers 
as cOplpensation for their lost export trade many hundreds 
of millions of dollars a year, and additional vast sums are 
being spent by the Government in relief for the displaced 
tenant farmers, share croppers and farm laborers. 

An adequate restoration of foreign trade would make 
a bigger contribution to the balance of the Federal budget 
than any other single measure. Let us consider the follow
ing important items on both sides of the income and outgo 
ledger. (I) The tariff used to be our most important source 
of Federal reven~e. We received in the fiscal year 1935 
only 8~ per cent of our revenues from it. In that fiscal 
year customs receipts were 343 millions of dollars. Most 
of the goods that come in today come in on the free list. 
A great -number of our tariff rates are so high as to be 
virtually, if not absolutely, prohibitive rates, stopping 
imports. The Government, however, collects customs 
duties only on goods that come in, not on those that are 
kept out. Lower tariff rates on many items would bring 
in very much more revenue and still leave a great deal of 
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protection. We could easily get $300,000,000 a year addi
tio,?-al revenue from the tariff by lowering rates. (2) Fur
ther, if we allow foreign countries to send goods to us 
instead of requiring gold, we should be able to collect 
something on interallied debts; not the three hundred odd 
millions of dollars a year that the contracts call for, but, 
let us say, 75 to 125 millions a year. (3) On the side of 
outgo, we could save the vast sums which we have been 
paying the farmers in benefits and other payments, since, 
if they had their foreign market restored, the reason for 
~hese payments would be gone. In the fiscal year 1935 
these payments, including administrative expenses, totaled 
$712,000,000 not counting the advances of the Farm 
Credit Administration, which were $125,000,000, or the 
relief expenditures of the Department of Agriculture 
amounting to $81,000,000. (4) And if we had a normal 
market for agricultural goods and full production in agri
culture, the Federal Government would no longer need to 
spend vast sums in relief among the now idle tenant 
farmers and th~ farm laborers. 

I raise the question as to whether there is any other 
way in which we could so painlessly contribute far over 
a billion dollars to the Federal budget. The confiscatory 
taxes imposed last summer on large estates and large in
comes, as estimated in this year's budget report, will pro
duce only $222,000,000 of additional revenue, and the 
pending tax bill is aimed at only $620,000,000 of additional 
revenue. 

The International Balance 

I have previously mentioned the fact that any revival 
of foreign trade must rest upon the principle that imports 
pay for exports. The banker's experience in matching 
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debits and credits at the clearing house every day makes 
itO easy for him to understand the necessity of balancing 
inflow and outflow in international trade. It is sound and 
safe to finance a round trip. It would be folly to try to 
repeat what we did from 1922 to 1929; that is, to finance 
a one-way passage with long-term bonds. Foreign bonds 
are good investments only if we are willing to permit pay
ments to be made in goods and services. 

Gold Standard and Foreil,n T'rade 

There is one other factor which is extremely important 
to the restoration of our foreign trade, and that is the stab
ilization of the currencies of the world on a gold basis. 
No barrier to foreign trade is more disturbing than fre
quent.: and violent fluctuations, indeterminate in amount, 
in the rates of exchange among the currencies of the differ
ent countries. 

I will not of course attempt at this time to analyze the 
usefulness of the gold standard in settling balances of 
international trade. It is sufficient to say that I believe 
that it is extremely important that the major countries 
of the world should be brought into agreement to re-estab
lish the gold standard at the earliest possible date. I realize, 
however, that there are many obstacles in the way. I will 
mention only two of them-the unsettled question of war 
debts and the difficulties which so many countries face in 
connection with the balancing of their budgets. In the 
meantime, if the dollar is definitely fixed and firmly main
tained at its present parity on a gold basis, it will mean 
that our own international business will be done increas
ingly on a dollar 0 basis, and that the dollar will become 
more and more a refuge where men in other countries may 
find shelter from the fluctuations of their local currencies. 
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The gold pound sterling did this service for the world in 
the nineteenth century and down to the time of the World 
War. I hope that we shall see a gold pound sterling again 
in the near future, resuming much of its old-time prestige 
and its function in stabilizing weaker currencies, but even 
if this should not happen, the dollar alone can perform 
this function if need be. We must not forget that with our 
unshaken gold standard in the immense world disorder of 
1914-1924 we had the quickest revival of any country in 
the world from the crisis of 1920, and that prior to 1925 
the dollar was increasingly becoming the currency in 
which the world did business. 

The Reciprocity Agreements and the 
Most Favored Nation Clause 

In conclusion, I wish to express my conviction that the 
policy of our distinguished Secretary of State of negotiat
ing agreements for reciprocal tariff reductions, with the 
generalization of the benefits of those reductions through 
the inclusion of the most favored nation clause, is a wise 
policy and a sound policy. Without this most favored 
nation clause, such agreements could do more harm than 
good, by intensifying national jealousies, and splitting the 
world into small trade groups, each cut off from the others. 
I would express the hope that public opinion will so sup
port this policy that it can be carried through adequately. 
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ORIGINS OF THIS DEPRESSION 

I. A S~ONDARY POST-WAR DEPRESSION 

This is the sixth year of this depression, but it is the 22nd year 
of the causes of the depression, for this most serious of modern 
periods of hard times has its roots in the World War, and so its 
true origins reach back into 1914. It is not possible to trace within 
the limits of this brief essay even the more important of the 
numerous disruptions and maladjustments caused by the war in 
the economic relationships between and within nations. It will suf
fice for the purpose of illustrating the powerful influence of major 
wars on business conditions to note how the general level of com
modity prices at wholesale has risen in each of the more important 
wars in which this country has engaged, and how it has declined 
after the wars have terminated. 

On page 4 there is a diagram showing the course of American 
wholesale prices during the past 185 years since 1750. The series of 
data was compiled by Professors Warren and Pearson, of Cornell 
University. The four sharp peaks of war prices constitute the most 
striking feature of the diagram. A great War always lifts com
modity prices far above their pre-war levels, and the return of 
peace always starts them on long declines. The war advances are 
sudden, and the post-war declines, while rapid, are much more 
gradual. The sharp advances are always accompanied by the fever
ish business activity that we know as war-time prosperity, and the 
long post-war declines always involve protracted periods of 
depression. 

The influence of great wars in lifting commodity prices is felt in 
countries other than those actually engaged in the hostilities. This 
is well illustrated in the diagram which shows that high prices pre
vailed in this co\\ntry during the Napoleonic Wars from 1793 to 
1815, a period of soJlle 23 years, in which we were engaged in war 
only during the last three years. Similarly during the World War 
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our prices rose rapidly during 1915 and 1916, although we did not 
enter the war until 1917. 

During the World War high prices prevailed in countries all over 
the world, whether the nations were engaged in hostilities or not, 
and in many instances the price increases were more violent than 
they were here. If we take the pre-war price levels of 1913 as being 
equal to 100, the records show that by 1920 our prices had risen to 
about 250, those of England to more than 300, prices in France to 
almost 600, and those in Italy to nearly 700. Such great and sud
den price changes as those caused by the war were bound to result 
in great business stimulation while the advances were continuing, 
and in wide-spread. business distress during the subsequent col
lapses. These results were inevitable, and took place almost with
out regard to the timing and the influences of the economic changes 
that usually accompany those swings from good times to bad ones 
and back again that are known as business cycles. The depression 
which followed the war in 1921 was world-wide in its effects. In 
this {!onnection it is interesting to note that John Adams,the 
second President of the United States, wrote on this general sub
ject as follows: "I am old enough to remember the war of 1745 
and its end, the war of 1755 and its close, the war of 1775 and its 
termination, the war of 1812 and its pacification. Every one of 
these wars has been followed by general distress, embarrassments 
of commerce, destruction of manufactures, and a fall in the prices 
of produce and of lands." 

SEQUENCES 

The World War stimulated almost universal business activity 
while it was under way and for a short subsequent period, and then 
brought world-wide depression. It also created the conditions of 
ardent nationalism, venturesome enterprise, expanded credit 
facilities, and world shortages that were to combine to bring a 
general post-war boom, and then the collapse into this depression. 
Recent studies of the history of business cycles show us that all 
these developments conformed to the well defined sequences that 
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appear to have governed economic movements during and follow
ing nearly all important modern wars. 

The simple rule is that the war is accompanied by a period of 
exceptional business activity and prosperity. It is followed by a 
sharp and usually short period of hard times which we may desig
nate as the primary post-war depression. This gives way to a 
rapid recovery and a period of active business expansion, which 
in turn is displaced by a long and severe period of sub-normal 
activity which we may term the secondary post-war depression. 
The great depression of the 30's is the secondary post-war depres
sion following the World War. 

We may trace these sequences in the economic history of a good 
many nations; and over long periods of years, but they are par
ticularly well defined in the business annals of our own country. 
A consideration of their causes will aid us to gain insight and 
understanding as to the nature of this depression. We may start 
with the historical fact that we had a primary and a secondary 
post-War depression following the War of 1812, again a primary 
and a secondary post-war depression following the Civil War, 
and now once more a primary and a secondary post-war depres
sion following the World War. Moreover these pairs of post-war 
depressions have had certain characteristics in common that ap
pear to indicate that they have formed parts of a specialized pat
tern that business activity follows after all great wars. 

The diagram on page 6 shows the monthly changes in business 
activity, and in wholesale commodity prices, during three sets of 
post-war depressions. The diagram is based on data compiled by 
the author, and taken from a long diagram showing changes in 
business activity in the United States since 1790, and published 
by The Cleveland Trust Company, of Cleveland, Ohio. In each 
section of the diagram the black silhouette shows the percentages 
by which business activity rose above the computed normal level, 
or fell below it. Business activity in this instance really means in
dustrial activity, and in the section relating to the years since 
1900 it means the physical volume of industrial production. The 
line showing the fluctuations of commodity prices has been so 
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computed that the average for 1929 is taken as being equal to 100 . 
. This choice is an arbitrary one, and does not indicate that the 
price levels of 1929 were normal ones. 

It is not the event of war that shapes the patterns, but rather 
the fact that great wars cause sudden and extreme advances in 
commodity prices. It is this sudden price advance which largely' 
determines the nature and sequence of the business cycles of the 
following 20 years or so. Since sudden and great advances in the 
general levels of commodity prices have seldom come in most 
modem nations except in time of war, the special patterns of busi
ness movements that we are considering may be thought of as 
restricted to war and post-war periods. 

In broad general terms we may think of all the people in the 
world as being divided into two great classes. In the first class are 
the people who live in the country and earn their livelihoods by 
extracting valuable things from the earth through agriculture, 
mining, lumbering, and fishing. In the second class are those who 
live in towns and cities, and support themselves by taking the 
things produced by the country dwellers, and fabricating them, 
and trading in them. 

When war comes, and commodity prices mount, the prompt 
result is a great wave of prosperity for the farmers. For some time 
their production costs increase but little, and so the advances in 
the prices they receive for their crops are almost all profit. Under 
such conditions the doubling of the amount received for a crop of 
given size may well result in a tenfold increase in the profit to the 
farmer. The next development is a great speculation in farm lands, 
the plowing of additional fields, the use of profits to buy more 
land, and a large increase in farm mortgages. Production is sharp
ly stepped up, and every effort of government is used to encourage 
and stimulate the process, for war is an insatiable consumer. The 
other extractive industries of mining, forestry, and even fishing, 
are similarly stimulated. 

This period proves rather difficult for the city dwellers, for while 
industry and trade are brisk, and everyone can find work, the cost 
of living rises rapidly, wages do not advance nearly as rapidly as 
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prices, and industrial disputes multiply as pay increases are de
manded. However, toward the end of the war, or shortly there
after, commodity prices reach their peak and turn down. With 
the price deflation comes business depression for the rural and 
urban dwellers alike. Mter the Civil War this primary post-war 
depression came in, 1865, as soon as hostilities ceased, but after the 
War of 1812 it did not come until 1819, and although the World 
War was terminated in 1918 the depression did not come until 
1921. With the depression comes a collapse of the farm-land 
boom, and the farmers find themselves burdened with the heavy 
mortgages placed at the earlier high land prices. Even those with
out mortgages find themselves faced with the dreary task of re
verting to standards of living lower than those to which they 
have just become accustomed. 

When this primary post-war deflation, and primary post-war 
depression, have run their course there ensues a period of urban 
prosperity. Food is now relatively cheap in the cities, for produc
tion has increased so that supply is definitely greater than peace
time demand. Food constitutes a large part of the cost of living 
of. the industrial workers, and when food prices decline more 
rapidly than urban wages the result is a period of hard times for 
the country dwellers, but of prosperity for city people. The world 
was moving through such a period from the depression of 1921 to 
the end of the prosperity in 1929. 

Two characteristic developments mark a period of that sort. 
The first is a boom in city real estate, with great activity in build
ing construction, stimulated not merely by the prevailing eco
nomic prosperity of the city dwellers, but also by the making up 
of the building shortages that accumulated during the previous 
war period of inflated prices. Mter the World War the real estate 
boom was further stimulated by the creation of far-flung suburban 
extensions made possible by the advent of the automobile. The 
second of the two characteristic developments is a period of gen
eral speculation in almost everything except commodities. 

A post-war period of prosperity of this sort can last a long time 
but eventually it "destroys itself. The real estate boom and the 
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construction boom run to excesses. General speculation creates 
fictitious values. There comes a time when the speculative boom 
collapses. Then comes the secondary decline in commodity prices, 
the drop in security quotations, and the rapid deflation of city 
real estate values. The result is the secondary post-war depression, 
afflicting urban and ruraI communities alike. 

The distinguishing characteristic of this secondary depression 
is that business and government are burdened and well-nigh 
paralyzed by the weight of the debts incurred at the higher price 
levels of the prosperity periods, and entered into under the 
stimulus of the expansion psychology of the speculative period. 
During this secondary post-war period of hard times, wages, 
prices, and profits for both city dwellers and country people are 
painfully jarred and jolted back into a working adjustment in the 
effort to enable the people of the nation or the nations to make 
progress in the long task of paying down the accumulated indebt
edness. These efforts are always accompanied by agitation in 
favor of lightening the load by monetary inflation, and by laws to 
extend indebtedness, or to repudiate it, or to refund it by the use 
of public credit. 

Apparently it takes about 15 years for the events that have 
been described to run their course. It takes about 10 years for the 
developments that intervene between the peak of war-time prices 
and the beginning of the secondary post-war depression. The peak 
of commodity prices of the War of 1812 came in 1815, and the 
secondary depression was ushered in 10 years later by the panic 
of 1825. That depression lasted more than four years. In the Civil 
War the peak of prices came in 1864, and the first full year of the 
secondary post-war depression was 1874. The depression lasted 
six years. Mter the World War the peak of commodity prices was 
in 1920, and the first full year of the secondary depression was 
1930. In each ease there seems to have been the same sequence of 
(1) commodity price inflation, (2) farm prosperity and farm-land 
speculation, (3) price deflation and a short primary post-war de
pression, (4) a period of city prosperity and widespread speeuIa. 
tion, (5) secondary price deflation and a long secondary post-war 
depression. 
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A WORLD DEPRESSION 

Business developments have followed patterns of closely similar 
sequences in this country during and after those two earlier wars, 
and in this latest period, but this time the whole world is involved. 
Instead of thinking about it merely in terms of our own country 
districts and city populations, we must remember that this time 
these characteristic economic developments that accompany and 
follow a great war affect whole nations, and almost all nations, all 
over the world. 

The changes in the volume of industrial production in 10 coun
mes during the 10 years from 1925 through 1934 are shown in the 
diagram on page 12. The data from which it is drawn are those 
published by the statistical section of the League of Nations. In 
each case the volume of production in 1928 is taken as being equal 
to 100, and the volumes for the other years are in percentages of 
that base. The marked similarity in the contours of almost all the 
curves shows that the boom that reached its climax in 1929 was as 
truly international in character as was the depression that fol
lowed it. This greatest of all depressions is world-wide in extent. It 
followed an international business boom which was probably un
precedented both in its vigor and extent, and in the volume of 
speculation with which it was accompanied. Both sets of phe
nomena followed as results of the greatest of all wars. 

The depression itself got actively under way with the collapse 
of the speculative booms in the autumn of 1929, but its advent 
also was in large degree international in character. Wholesale 
commodity prices had been falling in England and Canada since 
the beginning of 1925, and serious declines got under way in a long 
list of other countries in 1928 and early in 1929. The market prices 
of stocks turned down in Germany in the summer of 1928, in Great 
Britain and the Netherlands in the spring of 1929, and in Sweden 
in the summer of that year. Industrial activity began to decline 
in Canada and in Italy in the spring of 1929, and in Japan in the 
summer of the same year, while in France the down-turn did not 
take place until the spring of 1930. Almost all the countries of the 
world are involved in the depression, but no one among them can 
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rightly be charged with having started it or with heing responsible 
for having caused it. 

The great and rapid price advances that accompany wars, and 
the long price declines that follow them, have been discussed in 
this section as being directly responsible for the nature and se
quence of the business cycles of the 20 years or so following the 
wars. This appearS to be the case, and the third section of this 
essay is devoted to a discussion of the maladjustments between 
the production of durable goods and consumers goods that appear 
to constitute the chief causes of business cycles in general, and to 
occur in specially aggravated form when the wid~ price swings of 
war and post-war periods are under way. The great price increases 
and decreases of war and post-war periods are directly responsible 
for the speciai types of prosperity and depression discussed in this 
section, but the changes in the volume of production of durable 
goods furnish the economic mechanism through which they work 
out their effects on emploYment and on general business activity. 

[181 



II. 

FACTORS THAT DID NOT CAUSE THE DEPRESSION 

There are perhaps 11 widely accepted beliefs which are held to 
account for the depression, and to explain its origin, which the 
writer believes to be erroneous .. It seems worth while to discuss 
them briefly in this section. 

1. Malefactors of great wealth. During all depressions there is 
widespread belief that the calamity was caused by the acts of 
small groups of rich men who secured control over large portions 
of the wealth and credit during prosperity, and brought on the 
collapse by attempting excessive exploitation. The charge is so 
lacking in substance that no one ever attempts to explain just 
what the acts of such men were which resulted in the depression. 
It would appear impossible that there could be concerted acts of 
such groups that could cause severe depressions simultaneously in 
almost all the countries of the world. Certainly depressions oper
ate in ways utterly contrary to the interests of powerful, financiers, 
for they ruin their prestige, reduce corporate earning power, 
shrink dividends, and cause great declines in security prices. The 
charge is too vague to be conclusively refuted, but too general and 
recurrent to be iguored. 

2. Overproduction. The arguments which claim that the de
pression was brought on by general overproduction in this country 
may be briefly dismissed because the statistical records of what 
actually happened in the years just before the depression do not 
sustain them. Our most trustworthy indicators of changes in the 
volume of the production of goods are still the figures showing 
freight movements of the railroads, despite the growing use of 
trucks. The records of freight moved by the railroads show that 
the tonnages originated per capita of the population were greater 
in 1923 and in 1926 than they were in the last prosperity year of 
1929. The index of the volume of industrial production compiled 
by the Federal Reserve Board shows a per capita output in 1929 
only slightly greater than in 1926. The records for all production, 
including agriculture, industry, and construction, show that the 
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combined per capita volume of output was greater in 1923, 1924, 
1925, and 1926 than it was in anyone of the three years of 1927, 
1928, or 1929 just before the depression. 

3. Price declines. The great and genera! fall in the prices of 
commodities, securities, land, buildings, and almost everything 
else, is often cited as being the evident cause of the depression. 
Clearly it was its most conspicuous development, and it brought 
about many of its most serious resulting difficulties, but the price 
decline cannot rightly be regarded as having caused the depres
sion. When the prices of goods fall it is because there is no longer a 
sufficient demand for them to move them at the prices at which 
they are offered. AIl a result the prices are marked down, but that 
does not tell 'us why the demand decreased. The price decline 
cannot be the fundamental cause; it is rather the result of some
thing else that has happened. If, as in this case, there- has been no 
important increase in the volume of goods offered for sale the 
great decrease in prices must start with a decrease in money 
demand. The possible causes of such decreased demands will be 
considered in Section III. 

4. Reduced agricultural purchasing power. During the 10 
years from 1911 through 1920 agriculture received about 12 per 
cent of American national income, but during the following 10 
years it received only about seven or eight per cent of it. These 
data are taken from the recent report by the Brookings Institu
tion on "America's Capacity to Consume." The opinion is widely 
held that this change resulted in so great and cumulative a de
crease' in the purchasing power of the farming districts to absorb 
the output of the industrial sections that it finally brought on the 
depression. This theory is of special importance in this country, 
because it is a major tenet in the doctrine supporting the present 
policies of the Agricultural Adjustment Administration. 

The plight of the farmers in recent years has been real and 
serious, but the belief that their reduced purchasing power for 
industrial goods brought on the depression is misleading. During 
the years after the war but before the depression, the people of 
this country were spending a smaller proportion of their national 
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income for agricultural products than they had been previously, 
but that did not result in reducing the total purchasing power for 
industriaI goods. It lessened the power of the farmers to purchase, 
but it increased the buying power of the rest of the population. 
When the food biIIs of the non-farming population were reduced 
as compared with their incomes-the result was to give them more· 
to spend for other things. The purchasing power was shifted when 
the farmers got a smaIler proportion of the total income, but the 
total was not reduced. 

5. Shortage or maldistribution of gold. Earlier in the depres
sion there was in this country wide acceptance of the theory 
that the decline in prices and the stagnation of trade had been 
caused by a shortage of gold, or by so serious a maldistribution 
between countries as to result in shortages for most of the nations 
of the world. The argument was that this country and France had 
absorbed unduly large proportions of the gold stocks of the world, 
leaving other nations with such smaIl amounts that their means 
of credit expansion became so restricted as to force them to adopt 
policies of deflation which made prices faIl and so caused the 
depression. 

The refutation of these arguments has been effectively formu
lated by Lionel Robbins, Professor of Economics in the University 
of London, in his book entitled "The Great Depression," published 
by the MacmiIIan Company, in 1934. He shows that during the 
years just preceding the depression the world's production of gold 
had been increasing as rapidly as had the long-term trend of the 
advancing world output of goods. He cites the evidence showing 
that the assertion of a world gold shortage is unfounded. 

Prof. Robbins continues his exposition to show that prior to the 
depression the large gold stocks of France and this country were 
not sterilized, but that on the contrary credit was being expanded 
in both countries. He shows that there was a shortage of gold in 
Great Britain, and a tendency for that country to lose gold, but 
he demonstrates with thoroughness that the maldistribution of 
gold in the world during the years just prior to the depression was 
an influence making for inflation rather than for deflation. Readers 
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interested in the gold arguments will do well to read his book, as 
indeed will all who are students of depression problems. 

6. Shortage of consumer purchasing power. Probably the theory 
relating to the depression which is most widely accepted in this 
country is that it was caused and has been protracted by a lack of 
purchasing power on the part of consumers. The wide acceptance 
of this theory is of special importance because it underlies 
the policies. with respect to the wage and hour provisions of 
the NRA codes, because it has been adopted as the most power
ful argument of the advocates of the bonus payments to the 
veterans, and because it is fundamental to the whole program for 
spending our way out of the depression by priming the business 
pump through huge government expenditUres financed by con
tinued budget deficits. 

The theory is that since employed workers produce goods and 
services that are sold for amounts sufficient to cover not only costs 
of materials and wages, but also to provide for plant extensions 
and profits,· it follows that the workers can never receive enough 
to buy what they produce. Hence it is argued there must from 
time to time be the breakdowns of the economic productive 
process that we know as depressions, caused by shortage of con
sumer purchasing power, and resulting in insolvencies and the 
writing down of property values until a sufficiently low new basis 
of production costs is reached to enable the process to be begun 
once more. 

The fallacy in this theory lies in its implicit assumption that the 
portion of the selling price of goods and services that is not paid 
to the workers, but is instead withheld by employers as profits and 
for replacements and extensions, does not get spent. In reality it 
does get spent and so it also becomes purchasing power. The fact 
is that a condition of depression is not due to deficient spending 
by consumers nearly so much as it is to deficient spending by 
business, which always restricts its spending when the prospects 
for profits appear doubtful. Moreover business is able to postpone 
spending to a far greater degree than are individual consumers, 
for the purchasing that business does is largely for durable goods, 
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and a major part of such purchasing can be postponed during 
depressions because existing durable goods may be made to do 
service for extended periods of time. By contrast individual 
consumer purchasing is largely for food, clothing, gasoline, and 
other consumers goods, and most of such buying cannot be post
poned. 

Our banking figures furnish evidence that it is deficient business 
purchasing, and not deficient individual consumer purchasing, 
that is responsible for protracting this depression. As a nation we 
have spent in this depression many billions of dollars of private 
and public funds to increase and spread individual purchasing 
power by advancing wages through the codes, paying bonus 
money to veterans and farmers, by lavish outlays for public works, 
and through huge spending for relief benefits. It is now becoming 
evident that as these funds are spent by the individual recipients 
they flow into business channels, and .are used by business men 
in part to pay down indebtedness, in part to sustain slow-speed 
business operations, and in large measure to build up bank 
balances. They are not actively stimulating revival or rapidly 
reducing unemployment. 

The diagram on page 19 shows the changes for the past six years 
in the demand deposits and the check transactions in reporting 
banks that are members of the Federal Reserve System. The de
mand deposits are mostly those of business concerns, and since 
they can only be used by drawing checks against them, the dashed 
line showing check transactions reflects changes in business 
activity. In the diagram the deposits and check transactions in 
1929 are both taken as equal to 100. Check transactions were ab
normally large in 1929 due to stock market activity, and so their 
subsequent decline has been great. That element is now largely 
absent from them and they now fairly reflect changes in business 
activity, and are widely considered as among tbe best of the busi
ness activity indicators. They declined from 1929 to 1933 and 
have since then made a moderate recovery. 

Meanwhile demand deposits fell from 1929 to 1932, and since 
then they have recovered to well above the prosperity levels of 
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1929. The data do not include government deposits. They are 
mainly business deposits, and they have grown so rapidly since 
the government began its large disbursements for relief benefits 
that they are now welI above the old prosperity levels of 1929. 
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What is happening is that the huge federal expenditures, designed 
to increase consumer purchasing power, are being spent by the 
consumers, passing into the hands of business men, and then piling 
up in the banks as. demand deposits, without producing any im
portant increases in business activity. We have tried on a vast 
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scale a great economic experiment based on the consumer pur
chasing power theory of business cycles, and it is failing because 
the theory on which it is based is not valid. 

7. Overinvestment in productive equipment. The theory that 
overinvestment in productive equipment is the cause of depres
sions is closely related to the consumer purchasing power theory. 
It is often referred to as the theory of oversaving, and it holds that 
our business cycle troubles are largely due to the excessive practice 
of thrift by the people of the nation as a whole. The argument is 
that people spend too little of their incomes, which reduces the 
consumption of current goods, and save too much, which is in
vested either directly or through banks in uneconomic expansions 
of industrial equipment, which results in still more overproduc
tion. 

The evidence that this was not so with respect to this period has 
already been presented in the second section of this series where it 
was shown that there was no general serious overproduction just 
prior to the beginning of this depression. There exists a large body 
of similar evidence indicating that overinvestment in productive 
equipment was not the cause of previous depressions. In this con
nection the reader is referred to the diagram on page 32 showing 
changes since 1899 in the volume of production of durable goods 
which include and largely constitute the goods produced by in
vestment financing. 

8. Technological unemployment. The belief has been widely 
held in the United States in recent years that the increasing de
velopment of automatic and semi-automatic processes of manu
facturing was causing unemployment, and even that it was doing 
it on so large a scale as to be responsible for the depression. This 
fear that machines would displace workers has been a constantly 
recurring one ever since the beginning of the industrial revolution, 
some two hundred years ago. Nevertheless every serious study of 
the matter reaches the conclusion that in the long run labor
saving inventions and developments increase the opportunities 
for employment instead of diminishing them. Perhaps the best 
single indicator of technical progress in industry in this country is 
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the series of census figures giving the total of horsepower used in 
our factories. These data are available from 1870 to now. With 
other census figures they enable us to make a table showing by 
10-year periods the growth in the population if we take that of 
1870 as equal to 100, the increase in the number of employed per
sons in the population above the age of 15 on the same basis, and 
the advance in the horsepower used in factories. The comparisons 
are as follows: 

Year Population Gainfully Horsepower 
Employed in Factories 

1870 100 100 100 
1880 130 188 1'5 
1890 168 185 253 
1900 197 232 480 
1910 289 808 796 
1920 276 856 1,250 
1930 319 409 1,830 

It Seems Clear from the figures that the striking technological 
advance as reflected in the increase in the use of horsepower has 
not resulted in any general decrease in the proportion of the popu
lation gainfully employed. The figures cited do not reflect:fluctua
tions in employment, but they do indicate that there is no tenden
cy for employment among adults to decrease as technological 
advances in manufacturing develop, 

9. Concentration of wealth. A favorite explanation of the de
pression on the part of people who do not like to puzzle over more 
subtle theories is the blanket claim that these hard times have 
been caused by the rich getting richer, and the poor getting poorer. 
This is really a variant of the theory that the depression is due to 
lack of consumer purchasing power, but it adds the implication 
that buying power has been shifted away from the wage earners 
and to the property owners. Probably the best way to investigate 
the claim is by referring to the available computations of the dis
tribution of national income in recent years. 

Material for this_ purpose is to be found in the recent report of 
the Brookings Institution on "America's Capacity to Consume." 
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This shows at five-year intervals since 1909 the percentages of 
national income going to wage earners and to property owners 
as follows: 

Year Per Cent to Per Cent to 
Empl~y ... Property Owners 

1909 64 15 
1914 57 16 
1919 55 12 
1924 64 18 
1929 65 15 

Clearly there is not here any support for the theory that em
ployees have been getting progressively smaller proportions of the 
national income, for their share of all there was to divide has been 
increasing. 

10. Speculation. This depression began in this country with the 
collapse of one of the most excessive speculative periods of modem 
times, and so it is not to be wondered at that many persons have 
concluded that speculation is the general cause of depressions. 
Probably it is true that no period of general specUlation on a large 
scale, whether it be speculation in lands, in commodities, in 
securities, or in varying combinations of them, ever terminates 
without being followed by a depression. It is not true, however, 
that all serious depressions are preceded by periods of important 
speculation. Since the Civil War there have been three long and 
serious depressions in this country, that of the 70's, that of the 
90's, and this one of the 1930's. 

The Cleveland Trust Company has compiled an index series of 
the prices of representative railroad stocks month by month since 
1831. This gives us something of a check on stock speculation just 
prior to these three great depressions. The five highest monthly 
average prices reached by these rail stocks in the five years ended 
with 1873, when the depression of the 70's began, were 108 in 
1869, and 105 in 1870, and 106 in 1871, and 102 in 1872, and 98 in 
1873. The record for the five years ended in 1893 is similarly free 
from symptoms of speculation. The five highest monthly averages 
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were 86 in 1889, and 88 in 1890, and 86 in 1891, and 86 in 1892, 
and 80 in 1893. The record for the five years ended in 1929 is 
strikingly different. The five highest monthly averages for the rail 
stocks were 125 in 1925, and 136 in 1926, and 154 in 1927, and 
158 in 1928, and 189 in 1929. Clearly important stock market 
speculation ushered in this latest depression, but not the two most 
serious earlier ones. There was a good deal of land speculation just 
before the depression of the 70's, but not much in lands, in stocks, 
or in commodities before that of the 90's. 

When speculative movements are carried forward by large 
numbers of participants they always carry prices excessively high, 
and when the speculative wave breaks the prices always fall to 
unreasonably low levels. Price advances carried forward by 
popular speculative enthusiasm can almost never be stabilized 
at moderate levels either in the phase 'of the advance or in that of 
the decline. They must !1Jll their courses to extreme highs and 
subsequently to extreme lows. This is because it is the very essence 
of the popUlar speculative movement pursued with enthusiasm 
that the participants operate largely with borrowed funds, which 
they must turn rapidly to make profits while prices are rising, and 
which they must withdraw promptly if prices turn downward. 
The rapid deflation of a great speculative movement is almost sure 
to run so far as to terminate in a depression, but nevertheless it 
is not true of depressions in general that they are always or even 
usually caused by the collapse of exceptional waves of popular 
speculation. 

11.' Bad banking. The case with respect to the relationship be
tween unsound banking and depressions is somewhat like that 
between speculation and depressions in that the records show that 
we have had some depressions accompanied by serious banking 
distress, but many others in which few banks were seriously 
enough over-loaned to experience bad difficulties. The bank crisis 
of 1933 was the fourth time in its history that this country ex
perienced general curtailment or temporary suspension of its 
banking facilities .. In 1819 nearly all the banks in the country 
suspended, although many in New England remained open. 
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Eighteen years later, in 1837, there was another period of almost 
universal bank suspensions. Twenty years after that, in 1857, 
there came a third period of nearly universal bank closing. 

Previous to each of these four times of general bank difficulties 
the country had passed through a period of feverish prosperity ac
companied by excessive speculatio)l. The relationship between ex
cessive wide-spread speCUlation and general bank difficulties seems 
clearly established, but there is no similar conclusive evidence that 
the cause of depressions is bad banking. Since the beginning of the 
last century we have had in this country some 20 serious depres
sions, of which only four have been accompanied by general bank 
difficulties of a serious nature, or five if we include the depression 
of the 70's which brought wide-spread but not general bank sus
pensions. Bank suspensions have always increased during depres
sions, but there has been no such relationship between the num
bers of suspensions and the severity of the depressions as to sup
port the contention that we may consider bad banking as having 
been the cause of the depressions. We have never had in this 
country an adequately sound and well integrated system of bank
ing, and we ought to have one, but nevertheless we cannot ac
count for our depressions by charging our banks with responsi
bility for them. 
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III. 

THE CAUSES OF Tms AND OTHER DEPRESSIONS 

Unemployment is the most obvious symptom of this depression, 
as it has been of previous depressions. It is its most serious social 
feature, its most dangerous political feature, and it may be that it 
is its most significant economic feature. If we can, by analysis, 
find out abQut how many workers are unemployed, and in what 
kinds of activities they would be engaged if they were normally 
employed, it may be that we can make progress toward finding 
out more about the causes of depressions. Fortunately the statis
tics of employment that have become available for the first time 
during this depression enable us to carri forward an inquiry of 
this sort much more instructively than has heretofore been pos
sible. 

We know that the people in this country who would be classi
fied by the census as being in normal times engaged in gainful 
occullationS are about 50 millions in number. At the present time 
about 11 millions of them are out of work, and that number has 
not changed greatly in the past year and a half. In normal times 
about half of the workers would be engaged in producing goods 
through agriculture, manufacturing, mining, forestry, construc
tion, and the like. The other half would be providing services in 
trade, transportation, the professions, and the other numerous 
service occupations. Similar proportions hold now among the un
employed. About half of them would normally be at work as pro
ducers of goods, and the other half would be busy as providers of 
services. 

Now these facts do not at all indicate that these two great 
groups of five millions or more each of unemployed are of about 
equal importance and similar significance when considered as 
factors in the general problem of unemployment. There is a dis
tinction of the first importance between them. It is that the unEm
ployment among the providers of services is caused by the un
employment amoIlg the producers of goods. It is because there 
has been a great reduction in the output of goods that fewer 
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workers are needed in transportation, in communication, in the 
professions, in wholesale and retail trade, in banking, in office 
work, and consequently there are fewer opportunities for workers 
in personal and domestic services. 

It is a highly important and significant fact that nearly one
half of the unemployment is mostly caused by the other half of it. 
If the producers could be put back to work, and kept profitably 
employed, the depression would soon be over. If the producers 
were busy, the unemployment problems of the providers of services 
would solve themselves. It follows then that one way to get more 
essential information about the depression and its causes is to 
find out what classes of producers make up most of the unem
ployed and why it is that they are out of work. 

The census figures tell us that all the producers are divided into 
two great groups, one of which raises or makes consumers goods, 
while the others make durable goods. Consumers goods consist of 
things that we use up or wear out and replace relatively quickly, 
such as food, clothing, gasoline, soap, tires, tobacco, and the like. 
Durable goods are long-lasting goods. They include buildings, 
machinery, automobiles, furniture, bridges, ships, locomotives, 
cars, and a long list of articles made of the lasting materials such as 
the metals, lumber, stone, clay, glass, and cement. 

CONCENTRATED UNEMPLOYMENT 

Now our recently assembled figures have been giving us informa
tion about the producers of these two classes of consumers goods 
and durable goods which have not before been available. They 
show that in times of depression the really serious unemployment 
among producing workers is concentrated in the durable goods 
industries. This is illustrated by the diagram on page 27 which 
shows the changes in the employment of producers of goods 
monthly during the 16 years from 1919 through 1934. The lower 
portion of the diagram in heavy cross-hatching shows employment 
among producers of consumers goods, and the upper portion in 
lighter cross-hatching shows employment among producers of 
durable goods. The figures have been adjusted to eliminate normal 
seasonal variations. 
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The figures on which the diagram is based are believed to be 
adequately reliable to show without distortion the major changes 
that have taken place although the several series used vary a good 
deal in character. All the data for manufacturing are taken from 
the employment indexes compiled by the Federal Reserve Board. 
The data for construction have been based on the census data of 
occupations, the records of contracts awarded, and on those of 
monthly employment reported by contractors. No attempt has 
been made to estimate monthly changes among agricultural 
workers, and the numbers employed in that group have been 
considered as those reported by the Census in 1920 and in 1930, 
with the numbers for the other years estimated from the data of 
these two years. The data of the diagram do not include the work
ers classified by the Census as engaged in miscellaneous indus
tries, and numbering about two per cent of all producers, but with 
that exception the attempt has been made to include all workers 
engaged in producing goods. 

The important feature of the .diagram is its clear evidence that 
during serious depressions unemployment of producers is con
centrated among the makers of durable goods. During the period 
of 16 years covered by the diagram there were two major depres
sions and two very minor ones. In all four of them most of the 
unemployment of producers was among the makers of durable 
goods, and in the mild depression of 1927-28 the unemployment 
was almost exclusively among the durable goods workers. 

These differences are so important that it is well to measure 
them as accurately as may be. To make the comparisons we may 
assume that we have two diagrams showing employment among 
producers of durable goods, and among producers of consumers 
goods. Now if there had been no depression unemployment the 
upper lines of the diagrams would have been straight lines run-' 
ing in each case from the peak employment at the end of 1919 to 
the peak employment of 1923. If we accept such straight lines as 
representing what employment might have been if the depression 
of 1921 had not intervened, we may find by subtraction the dif
ference between that full employment, and the volume of em-
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ployment actually recorded by our figures. The result is the 
measure of the unemployment resulting from the depression of 
1921. These computations show that unemployment among the 
makers of durable goods amounted to 66.4 million worker-months, 
while that among producers of consumers goods was 26.9 million 
worker-months. This means that during that period the unem
ployment among the makers of durable goods was over 71 per 
cent of the. total depression unemployment of all producing 
workers. 

Similarly we may imagine the two lines in the diagram to have 
straight sections running from the actual data of March, 1924, 
to those of March, 1925, and from March, 1927, to the end of 
1928, and to.be level straight lines extending from the peak em
ployment data of August,1929, to unchanged figures at the end 
of 1934. Computations based on these assumptions show unem
ployment in the minor depression of 1924 as being 3.1 million 
worker-months for the durable goods workers, and 1.8 millions 
for the conSumer goods workers. They show 6.8 millions for dur
able goods workers in the minor depression of 1927-28, and only .4 
millions for consumers goods workers. Finally the computations 
for this great depression show that unemployment among durable 
goods workers up to the end of 1934 amounted to 236.6 million 
worker-months, while that among makers of consumers goods 
amounted to only 64.7 millions. 

In each case the major part of the depression unemployment 
among producers of goods was concentrated among the makers of 
durable goods. Their part of this unemployment amounted to 71 
per cent of all in the major depression of 1921, to 63 per cent of it 
in the minor depression of 1924, to 94 per cent of it in the minor 
depression of 1927-28, and to almost 79 per cent of it in this great 
depression up to the end of 1934. If we combine the figures cover
ing all four depressions we find that the unemployment among 
makers of durable goods amounted to 77 per cent of all the unem
ployment among producing workers. 

We may rightly conclude from these figures that the unemploy
ment which constitutes the most seriously important feature of 
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depression periods is that among the makers of durable goods. We 
may infer somewhat tentatively that it is a rule that during de
pressions about three-quarters of the unemployment among 
producers of goods is concentrated among the makers of durable 
goods. We have already noted that the depression unemployment 
among the providers of services H! largely caused by the unem
ployment among the producers of goods. We may now combine 
these several observations into one highly important general con
cl)lSion, which is that the most important cause of depressions is 
unemployment among producers of durable goods. 

The social aspects of this concentration of unemployment among 
producers of durable goods are even more seriously important 
than the economic ones. If three-quarters of the unemployment in 
depressions is that among makers of durable goods, it follows that 
these idle workers are three times as numerous as are those among 
the makers of consumers goods. But there are almost twice as 
many people in the groups producing consumers goods as there are 
in those making durable goods, which means that in proportion 
to the total numbers involved the problems of unemployment 
during depressions are almost six times as serious in the durable 
goods industries as they are in the consumers goods occupations. 
These disparities are still further aggravated by the high degree 
of concentration of a large part of the dul'able goods workers in 
restricted geographical areas, notably in the iron and steel pro
ducing communities of the middle-west. 

INDUSTRIAL PRODUCTION 

The evidence that has been presented concerning unemploy
ment in four depressions occurring within 16 years is not adequate 
by itself to support sweeping conclusions about depressions in 
general, but it can be substantiated by more evidence covering a 
much longer period. We cannot carry back month by month to 
years earlier than 1919 the statistics covering the changes in 
employment among substantially all the producers of goods. We 
have, however, monthly data showing the changes in the volumes 
of manufacturing production of durable and consumers goods 
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beginning with 1899. These figures show output rather than em
ployment, and they do not include the production of such groups 
as the farmers, fishermen, foresters, miners, and construction 
workers. 

The diagram on page 32.shows the monthly changes in the 
physieal volume, but not in the value, of the industrial production 
of durable and consumers goods during the past 36 years. It is 
based on the data, the weightings, and the methods used by the 
Census and the Federal Reserve Board in the construction of 
their indexes of production. It is believed that the totals for each 
year are relatively reliable throughout, but due to inadequacy of 
data the monthly changes prior to 1910 are only approximations. 

In the upper section of the diagram the irregular line shows the 
index of production of durable goods. A straight line computed by 
the method of least squares and based on the data from 1899 
through 1930 inclusive, bas been drawn through the irregular 
index line to show the trend, and to serve as a computed normal 
from' which to measure the plus deviations of the prosperity 
periods, and the minus deviations of the depressionS. The black 
silhouette just below it shows tbe percentages by which the pro
duction of durable goods exceeded this computed normal each 
month, or fell below it. 

In the lower part of the diagram there is shown the index of con
sumers goods, made by the same methods and having a computed 
normal of the same sort. The black silhouette below shows the 
monthly deviations from that normal. Fairly conclusive evidence 
is supplied by the two black silhouettes in this diagram in refuta
tion of the popular theory which holds that depressions are caused 
by the accumulation of over-production just prior to them. They 
show that there does not appear to have been any specially im
portant volume of overproduction just prior to this depression, 
and that- during the whole period there seems to have been in 
operation no general rule that overproduction before major de
pressions was notably greater than overproduction before minor 
depressions. 

Another diagram derived from the data used in making these 
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two black silhouettes is shown on page 34. The solid line shows for 
the past 36 years the percentages by which the volume of produc
tion of durable goods has risen above the computed normal trend 
of output or fallen below it. The data are entered at monthly inter
vals. In a similar fashion the dotted line shows the percentage 
deviations above a,nd below normal of the volume of production 
of consumers goods. The most striking characteristic of the 
diagram is its clear evidence that in times of prosperity the output 
of durable goods rises much further above normal than does that 
of the consumers goods, while in periods of depression it falls much 
further below. 

The average of all the plus and minus deviations of the durable 
goods lme is 17, while that of the consumers goods line is only six. 
This means that over this long period the variability in the volume 
of output of durable goods has been nearly three times as great 
as that of the consumers goods, and that consequently the 
problems of unemployment in the durable goods industries have 
been -correspondingly more serious. The numbers of industrial 
workers producing durable goods in manufacturing are about 
equal to those producing consumers goods, and so the fact that 
the fluctuations in the production of durable goods are about three 
times as great as those of consumers goods, goes far toward sub
stantiating the other evidence indicating that about three quar
ters of the depression unemployment among producers of goods 
is concentrated among the producers of durable goods. 

TtmN:rNG THE BUSINESS CORNERS 

Our next step should be to examine the evidence still further to 
find out whether or not decreasing production of consumers goods, 
just before depressions, or decreasing employment of the pro
ducers of such goods, operates to initiate the business declines that 
later on assume serious proportions, and conversely whether or 
not increasing absorption of consumers goods starts recovery 
movements. Probably it is true that the most popularly believed 
of all theories about business cycles is one which holds that depres
sions are initiated by decreases in consumer purchasing power, 
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relative to the goods produced, and that recoveries are initiated 
by increases in consumer purchasing power. 

The following table shows for each of the major and minor 
depressions included in our diagrams whether the first important 
downward movement of production and employment was re
corded in the consumers goods or in the durable goods, and 
whether the first vigorous upturn toward the following recovery 
was begun by the consumers or the durable goods. 

INITIATION OF DECLINES AND RECOVERIES 

As Indicated by Volume As Indicated by Employment 
of Industrial Production Among Producing Workers 

Years of 
Depression 

Upturn to Downturn to Upturn to Downturn to 
Depression Recovery Depression Recovery 

1900-01 COIlBUl1lers Consumers 
1903-04 Durable . Durable 
1907-08 Conaumers Durable 
191!.-12 -Consumers Durable 
1913-14 Durable Durable 
1919 Consumers Consumers 
1921-22 Consumers Consumers Durable Consumers 
1924 Consumers Durable Consumers Durable 
1927-28 Durable Durable Durable Durable 
1929-34 Durable Durable 

The entries in the table show pretty conclusively that there has 
not been in operation any consistent rule as to the initiation of 
depressions or recoveries by changes in the volume of production 
of consumers goods or of durable goods, or by changes in the em
ployment of the workers producing them. In some cases the first 
important change at the turning points has been in the one class 
of output or employment and in some cases in the other class. 
This leaves us with two important conclusions. The first is that . 
the evidence does not support the theory that changes in indi
vidual consumer purcl1asing regularly initiate either depression 
downturns or recovery upturns. The other conclusion has already 
been stated. It is that irrespective of the order in which changes 
take place when downturns and upturns are being initiated the 
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unemployment which constitutes the most serious condition in 
all the depressions is that among the producers of durable goods. 

If the unemployment of producers was never any more serioUs 
among makers of durable goods in times of depression than it is 
among makers of consumers goods, most of the social and eco
nomic problems of business cycles would become relatively unim
portant. The remaining problems of unemployment could then 
be taken care of without undue difficulty, and the flow of durable 
goods production would become so nearly constant that our 

. problems of credit and capital issues would become greatly sim
plified. Probably it is true that the mere matter of priority of 
change in the volume of production and so of purchasing as be
tween consumers goods and durable goods, or as between more 
closely defined consumption goods and capital goods, is of less 
importance than has usually been assumed, because as will be 
shown, priority in these changes does not tell us much about their 
causes. 

PuRCHASES BY BUSINESS AND BY INDIVIDUALS 

The evidence that we have considered so far tends strongly to 
support the proposition that depressions and recoveries largely 
consist of changes in the volume of production of durable goods. 
By and large all the goods of every sort that are produced and 
sold are purchased either by businesses or by individual con
sumers. If we could find out in what proportions businesses and 
individual consumers make their purchases of each important 
class of all finished goods produced, we should gain insight into 
the nature of the changes that cause depressions and recoveries. 

It is important that we restrict our classifications of purchases 
to those of finished goods, or ready-to-use goods, in order to avoid 
the duplications of purchasing that exist in the records of dis
tribution to business enterprises, and which are absent from the 
records of retail distribution to individual consumers. Such 
duplications are, for example, present in the wholesale records of 
preduction and distribution in the steps from iron at the blast 
furnace, to ingots at the steel mill, to sheets at the rolling mill, and 
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finally to the production of the automobile, which then goes to 
the individual consumer in a single transaction. 

Much valuable new information about the distribution of goods 
has recently been made available by the Census reports on whole
sale and retail trade and on the distrihution of manufactured 
products, and by the painstaking compilations in a recent volume 
hy Prof. W. H. Lough, assisted by Mr. M. R. Gainsbrugh, on 
"High-Level Consumption." The importance of the new informa
tion lies in the fact that it shows that the distribution of finished 
goods to consumers is very different from what much recent and 
current economic reasoning assumes it to be. In over-simplified 
terms it may be stated that much popular economic reasoning as
sumes that finished goods are produced by business enterprises 
and purchased by individual consumers, and that hence the 
changes in business activity that we are discussing must be caused 
by reductions and increases in the volumes of individual con
sumer purchasing. 

It is true that in the long run, and- in ways that are sometimes 
direct, and sometimes very indirect, all finished goods are used by, 
or for the benefit of, individual consumers, but it is not true that 
all important changes in the volume of purchasing of finished goods 
are those made by individual consumers. Huge volumes of both 
finished durable goods, and finished consumer goods are pur
chased by business enterprises both at wholesale and at retail, in 
connection with their activities in furnishing goods and services 
for the benefit of individual consumers. Hotels make such pur
chaseS, but they sell to the individual consumers meals and 
shelter; theaters make them, but they sell entertainment; public 
service corporations make them, but they sell gas and electricity, 
and telephone service. Innumerable other examples could be cited, 
and they would all reinforce the argument that if we are to ex
amine into the distribution of finished goods to locate the re
sponsibility for the great changes in the volume of purchasing 
that cause the depressions and recoveries we must take into ac
count not only all individual buying but all business buying also. 

On page 39 there is a table showing the allocations as between 
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business purchasers and individual consumer purchasers of all 
finished and ready-to-use goods produced in 1929. It assumes 
that all the goods produced were sold and that goods export~ 
were in general offset by goods imported. It attempts to exclude 
all the duplications in business purchasing by restricting the data 
on industrial goods to finished articles, and its totals of manufac
tured articles cOlTespond closely with the estimates by the Depart
ment of Commerce of the value of all manufactures excluding 
duplication. 

The values used are wholesale and not retail, and most of the 
figures for purchases by individuals are taken from the book of 
Prof. Lough on "High-Level Consumption," which gives explana
tions of the methods by which they were derived. The attempt is 
made to include in this table all the goods made in 1929 by the pro
ducing workers included in the employment diagram on page 27. 
Construction is included as though it were a commodity, but only 
the labor value is used, since the materials of construction are 
included among the other items. 

The most important fact shown by the figures of the table is 
that the purchases of nearly three-quarters of the finished durable 
goods are made by businesses instead of by individual consumers. 
If passenger automobiles were classified as being consumers goods, 
the altered figures of the upper part of the table would show 
that the purchases of five-sixths of the finished durable goods are 
made by businesses instead of by individual consumers. This in
dicates that the changes in the volume of purchases of durable 
goods which are chiefly responsible for causing depressions and 
revivals of trade activity are predominantly the results of busi
ness decisions. They are mostly changes in the volum~ of buying 
by corporations. 

It is believed that the data are adequately reliable guides for 
the use here made of them. The figures of the table show that 
the percentage of all manufactured goods going to individual con
sumers is 56.7. This cOlTesponds closely with the figures published 
by the Census in its report on wholesale trade in 1929, which 
showed the proportion of all manufactured goods going to in-
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FINISHED GOODS PRODUCED IN 1929 IN BILLIONS 
OF DOLLARS 

Products 

Durable Goods 
Railroad repair shoPB ______ 
Construetion (labor only) ___ 
iron and steeL ____________ 
Machinery ________________ 
MisceUaneous ______ ____ . __ 
Cement, stone, clay, glass __ 
Lumber and products ______ 
Non-ferrons metals ________ 
TransportatioD. equipment __ 

Total durable ___________ 

Consumers Goods 
Paper ____________________ 
Printing ______ " ___________ 
Rubber __________________ 
Petroleum and co~ products 
C~ _____________________ 
MiscellaneoUB _____________ 
Chemi~ and drugs _______ 
Textiles __________________ 
Foods, procesaed __________ 
Tobacco __________________ 
Farm prod., not procesaed __ Leather __________________ 

Total consumers. ________ 

Total all finished goods ___ 

Total manufactured gooda ____ 

Business 
Total Commodities 

Individw 
Consumer 

Commodities 
V~ues 1------,-----11-----,------

Dollars Per Cent Dollars Per Cent --------.-
1.27 1.27 100.0 -:iii -"6:ii 2.63 2.45 93.2 
2.61 2.21 88.0 .30 12.0 
4.25 3.66 83.6 .70 16.6 

.61 .41 80.4 .10 19.6 

.76 .66 73.8 .20 26.7 
2.44 1.04 63.1 .90 36.9 
.65 .25 38.6 .40 61.6 

4.60 1.70 87.8 2.80 62.2 
----- ----- ----- --------

19.61 13.93 71.4 6.58 28.6 

1.37 1.07 78.1 .30 21.9 
2.40 1.70 70.8 .70 29.2 
1.12 .62 55.4 .60 44.6 
2.04 1.44 54.5 1.20 46.6 
1.25 .58 46.4 .87 53.6 
1.08 .43 39.8 .65 60.2 
1.16 .26 22.4 .90 77.6 
6.42 1.32 20.6 5.10 79.4 

11.03 1.73 16.7 9.80 84.3 
1.41 .14 9.9 1.27 90.1 
4.88 .24 5.0 4.64 95.0 
1.24 .04 3.2 1.20 96.8 -----------------

86.00 9.57 26.6 26.43 73.4 

55.51 23.50 42.3 32.01 57.7 ------------
46.76 20.23 43.3 26.52 56.7 

dividual consumers in that year to be 55.2. The dollar value of 
these goods shown in the Census report is too high because du
plications were not eliminated, and moreover that study failed to 
recognize that large amounts of goods are bought by businesses 
from retail sources. 

About one quarter of the consumers goods are bought by busi
ness enterprises, anc:l this proportion is so large as to indicate that 
declines and recoveries in business activity may be initiated by 
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changes in business purchasing whether the increases or decreases 
take place first in the production of durable goods or of consumer 
goods. This is the chief reason why studies of the priority of such 
changes at the turning points of business depressions and pros
perities do not afford much helpful evidence as to the causes of 
the turning movements. 

The figure for individual consumer purchasing of construction 
will seem· astonishingly low, but probably it is about right. Itrepre
sents one-half of the estimated value of the construction of one
family houses and private garages as computed from the data on 
permits and contracts in 1929. The proportion of one-half was 
used because about one-half of all homes are rented, and were 
presumably built in the main as business ventures rather than for 
owner occupancy. Probably many of the remaining single homes 
were actually built for sale also. 

We may now expand our statement about the cause of business 
cycles. The evidence that has been reviewed covering the records 
of the employment of producing workers from 1919 through 
1934, and of industrial production in this country from 1899 
through 1934, and of the sales of finished goods to businesses and 
to individual consumers, supports the conclusion that trade cycles 
are chiefly caused by changes in the volume of purchases of dur
able goods by business enterprises. The chief reason why fluctua
tions in the purchasing of durable goods are about three times as 
great in proportion to total value as are those in the purchasing of 
consumers goods is inherent in the very nature of the goods. In 
the main the demand for consumers goods is obligatory while that 
for durable goods is optional. We cannot avoid or long postpone 
most of our purchases of such things as food, clothing, domestic 
fuel, soap, tires, and gasoline, and so such buying of consumers 
goods is obligatory. That is why there is not even in times of de
pression any very great volume of unemployment among the 
producers of consumers goods. 

By contrast our purchases of durable goods are optional, for in
dividuals and corporations alike are quite free to postpone buying 
them if they think it is to their advantage to do so. Most existing 
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buildings can be made to serve for many years longer'if it does not 
seem advisable to their owners to replace them. The same is true 
of locomotives, and cars, and ships, and bridges, and most house
hold equipment, and to a considerable degree even of trucks and 
automobiles. When purchases of durable goods are being post
poned those who are doing the most important waiting are largely 
the corporations, for in normal times they are the best customers 
of the durab,le goods industries. AIl manufacturing plants, and 
their machinery, all equipment of transportation, communication, 
and the public util~ies, and all office appliances are furnished by 
the durable goods industries. 

We have already noted, in this discussion, three important ways 
in which durable goods differ from consumers goods. The first 
is that the demand for them is highly variable, while that for con
sumers goods is relatively constant. The second important dif
ference is related to this first one, and it is that the demand for 
durable goods is at any ~ven time mostly optional, while that 
for cOnsumers goods is largely obligatory. The third significant 
difference is that most durable goods are purchaSlld 'by business 
enterprises, 'while the majority of consumers goods are purchased 
by individual consumers. 

FINANCING OF PRODUCTION 

There is a fourth difference between the two classes of goods 
which is of special importance not only in its econoIQ.ic implica
tions,-but in its bearing on the efforts of government to mitigate 
depressions and to stimulate recovery. It is a difference in the 
methods by which the production of the two classes of goods is 
financed. The production of consumers' goods, which are short
time goods, is largely done by short-term credits, and it presents 
relatively little difficulty even in times of serious depression. The 
problems of financing the productionaf durable goods are entirely 
different, and far harder. These are long-time goods, and in the 
main their output is financed by long-term credits. Durable goods 
are nC?t mainly bought in stores at retail and paid for out of wages. 
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They are largely purchased from the producers, and paid for out 
of borrowed funds. 

New highways and ships, public buildings and bridges, factories 
and industrial equipment, are usually paid for by funds raised 
through bond issues. Locomotives and railroad cars are purchased 
through the sale of equipment trusts. Most residences and many 
other buildings are constructed with the help of money secured 
through mortgages. Automobiles, furniture, and such household 
equipment as ranges and refrigerators, are largely paid for over 
periods of many months by the use of financ~ company notes. 

This distinction goes far toward explaining the lack of success so 
far attained by our managed recovery program in its attempts to 
solve the depression problem of unemployment by increasing con
sumer purchasing power through giving more workers and more 
unemployed people more money to spend for consumers goods. 
During the period of the past two years in which these attempts 
have been pushed with the greatest vigor the flow of long-term 
financing by corporations through bond issues has almost ceased, 
and there are no present evidences that it is likely to be soon re
sumed on any large scale. The great expenditures of public funds 
do not succeed in priming the business pump and stimulating 
recovery because they are mostly effective in sustaining the de
mand for consumers goods which do not account for much of the 
unemployment, while other influences, chiefly related to doubts 
about profits and fears about money, continue to restrict the 
production of durable goods which do account for most of the 
unemployment among producers, and indirectly for most of the 
rest of the unemployment. 

There is involved in the production of durable goods an ec0-

nomic principle of special significance, and it is well for us to note 
how this has worked out in earlier recovery periods in our history. 
In the past the rapid and robust recoveries from previous business 
depressions have almost always been accompanied by important 
increases in construction and in the creation of new industrial 
equipment. In large part these increases have been in the construc
tion of new buildings, but they have also included wayes of 

[~J 



activity in the construction of ships, of canals, of railroads, of war 
materials, and of automobiles. 

These constructional activities have always been significant 
features of the recoveries from our business depressions. They 
bave come when men of courage and initiative took advantage of 
low interest rates to float bond issues for financing extensions of 
railroads, enlargements of plants, and improvements of equip
ment. Such new construction is the most effective force making 
for business recovery because the wages tbat are paid produce a 
prompt restoration of the purchasing power of the workers with
out resnlting in the output of new goods which workers must cur
rently buy if the work is to continue. 

Money paidJor new building is a most effective aid to recovery 
because it-is present purchasing power derived from borrowed 
funds. The same is true if the construction creates canals, or rail
roads, or war materials, which will be paid for out of long-term 
bonds, and it is largely true if it produces automobiles, which are 
commonly paid for over a long series of months. In every such 
case the work goes forward, and the wages are paid, without its 
being necessary for these workers, or other workers, to purchase 
from current wages the goods that are being produced. 

We bave here the second important reason why the key to 
securing a durable recovery is to be found in restoring the pro
duction of durable goods. The first reason is that it is the reduction 
in the output of durable goods that largely constitutes the de
pression and causes the unemployment. This second reason is 
that the money which pays for the production of durable goods 
is borrowed money that is paid out to the workers as wages, and 
so becomes present purchasing power, but is paid back slowly 
over a long term of years or months. Thus those workers do not 
have to buy back currently what they I!l"l! producing currently in 
order to bave their employment continue. Ordinarily that is not 
true of the production of consumers goods, for where they are con
cerned the workers that produce them, as well as other classes of 
workers, must conti,nuously consume them in large volume in 
order tbat they can continue to be produced in large volume. 
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We need have no fear that as a nation we shaII not need in the 
future as large an output of durable goods as we have had in the 
past. There is no limit to the amounts of durable goods that we 
can use if we can get them. Our present accumulation of them 
largely constitutes our national wealth. We shall need to keep on 
increasing our production of them until American families are 
much better housed than they are now, and far more fulIy pro
vided with services that public utilities can supply. The task of 
the durable goods industries is to continue building, and rebuild
ing America, and it has no limits that we can foresee. 

We may now formulate still more fulIy our statement about the 
causes of the irregular swings of business activity from prosperity 
down to depression and back again that we have come to know 
as business cycles. The. conclusion reached from the evidence that 
has been reviewed, and from the consideration of the differences 
between durable goods and consumers goods as factors in our eco
nomic life, is as folIows: Trade cycles are mainly caused by changes 
in the volume of purchases of durable goods by business enter
prises, actuated by changes in the prospects for profits. Clearly 
this statement calIs for further elaboration. If it is accepted as 
valid the question at once arises as to what causes the changes in 
the prospects for profits. 

BUSINESS PRoFITS AND BUSINESS PuRcHAsING 

The evidence that has been presented, and the analysis that 
has been offered in this essay, support the proposition that the 
degree of business activity depends on the volume of business 
spending. Business is the exchange of money and credit for goods 
and services. There is constantly under way a circuit flow of pur
chasing by which each business enterprise pays out money to other 
businesses and to individuals in return for goods and services, and 
each individual consumer pays out his income for the goods and 
services he uses. 

About half of the gainfully occupied individuals are in normal 
times engaged in providing services, and the other half in pro
ducing goods. The earnings which they receive in return for their 
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efforts are in the main paid to them by business. AIl long as the 
businesses for which they work are making profits, and believe 
they have the prospect of continuing to do so, these individual 
workers have employment. They are able to exchange what they 
do for what they want, and when that opportunity is generally 
available we call the condition prosperity. 

From time to time there are widespread changes in the general 
conditions of conducting business which are of such a nature as to 
decrease profits or the prospects for making them, and then busi
nesses curtail their purchasing, reduce their output, and payout 
less in wages and salaries. When these restrictions take place 
businesses buy somewhat smaller volumes of consumers goods, 
but sharply lowered amounts of durable goods. The purchases 
of the durable goods are cut perhaps three times as much as those 
of the consumers goods, and the reasOn for the difference is that 
the existing durable goods may be made to serve for extendEd 
periods of time. 

men business slows down, the earnings of individual con
sumers are reduced, and as a result their purchases are curtailed. 
The sequence in time and in causation is first, reduction of profits 
or profit prospects; second, curtailment of business production 
and purchases; third, reduction of individual incomes and so of 
individual consumer purchases. This has to be the order in which 
these influences operate, for if the flow of profits continued unim
paired, business activity and the earned incomes of the individual 
consumers would be sustained, and their purchasing would con
tinue Without diminution. These individual consumers spend most 
of what they eam. They get their incomes from business, and do 
not curtail their purchases until their incomes fall. Their incomes 
fall when business restricts its operations, and that happens when 
profits decline, or threaten to. 

CHANGES IN PROFIT PROSPECTS 

This brings us to the question why profits decline, and here it 
is all too easy to have resort to the obvious hut illogical answer 
that it must be because individual consumers reduce their pur
chases. This easy solution really is illogical because there is ordi-
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narily no reason why the great mass of individual consumers 
should decide to buy less as long as their incomes are not reduced. 
Such mass restrictions of the exercise of individual satisfacti~ns 
do not spontaneously develop. Something else has to happen first, 
and that something else is curtailment of buying from business 
enterprises by other business enterprises, and the reason for this 
is the actual or threatened reduction of profits that we are dis
cussing. 

Similarly the theory that changes in consumer purchasing by 
individuals account for the business cycle fails to explain re
coveries. It is hard to believe that at the lowest point of a depres
sion large number of individuals simultaneously decide to in
crease their purchasing despite the fact that their incomes which 
mostly come from business have not been raised. On the other 
hand business enterprises can and do curtail their purchasing 
when the prospects for profits seem doubtful, and this may hap
pen at the end of a prosperity period even before their incomes 
are reduced. It happens when changed relationships between 
costs of production and the sale prices of goods indicate that 
profit margins will be reduced, and then the reductions in purchas
ing are made possible by using up stocks of raw materials, and 
postponing outlays for repairs, replacements, and imprOVed 
equipment. 

At the bottoms of depressions it is the business enterprises that 
start the flow of increased purchasing that initiates recovery. 
They do it when changed relationships between costs and prices 
bring improved prospects for profits. They finance these increases 
by using their working capital, or their accumulated surplusses, 
or their credit facilities. The fact that it is extremely difficult to 
induce a business recovery by increasing the purchasing power of 
the individual consumers is being impressively demonstrated in 
this depression. Since 1930 billions of additional dollars have been 
paid to workers through the wage increases under the codes, and 
many billions more disbursed to individuals by relief payments, 
public work projects, and bonus settlements to veterans and 
farmers. 
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These payments have helped sustain the consumers goods in
dustries, and they have greatly aided retail trade, but they have 
done little to revive business purchases of durable goods, and so 
they have not greatly decreased unemployment. The reason for 
this is that they have not been accompanied by any general im
provement in the prospects for business profits. On the contrary, 
the increases in waie costs imposed by the codes, and the in
numerable restrictions of the codes, have impaired profit pros
pects, while the huge continuing federal budget deficits have en
gendered doubts about money which have made business hesitant 
about assuming the risks of expanding enterprise. 

There is no general rule or formula to explain the beginnings of 
general reductions or increases in business profits, or impairments 
and improvements in the prospects for profits, for there are 
numerous combinations of circumstances which may cause these 
changes. In 1929 the breaking of the speculative boom in stocks 
served sudden notice that'a depression was coming because the 
losses involved were so huge, and involved so many people, that a 
considerable business curtailment was bound to follow." The great 
depression that has followed is only in partial degree the result of 
the speculation that preceded, but in this country it was started 
on its way by the collapse of the security prices. Probably the 
severe credit strains induced by commodity speculation may 
fairly be considered to have been the most important element in 
bringing on the depression of 1921. 

In 1914 a mild business recession was under way, and apparently 
a recovery was beginning, when the outbreak of the World War 
so disrnpted normal trade as to bring on the brief, but serious, 
depression of 1914-15. So one might by careful study assign to 
each of a long series of depressions some combination of circum
stances that could, with good reason, be considered as the de
termining factor in initiating the downturn, and similarly other 
reasons could be cited for the beginning of the upturns. All of 
them would be explanations of the causes of the downward and 
upward turning movement in the general flow of business profits. 
Probably the best brief discussion of the 'nature of the factors 
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involved is to be found in the recent volume by Prof. Sumner H. 
Slichter, entitled "Towards Stability." 

The only inclusive rule is that any change in conditions which 
makes the business men who control enterprises generally believe 
that the prospects for profits have become doubtful in a period of 
prosperity will start a restriction of purchasing and initiate a 
downturn in business activity, while any change in conditions 
justifying a general change of prospects of the contrary sort during 
a depression will initiate a recovery. Probably it is true that the 
controlling factors in these changes have in the past usually been 
the development of periods of credit stringencies, which have ini
tiated downturns, and of credit ease, which have started re
coveries. 

It is true that before most of the depressions of the past one 
hundred years in this country stock and bond prices have declined, 
and short-term interest rates have considerably advanced, 'shortly 
before business activity has turned decisively downward. Similarly 
it is true that just before most of the recoveries f~om ,depression 
stock and bond prices have turned up, and short-term interest 
rates have been low. These facts support the argument that the 
recurring periods of credit stringency and of credit ease have 
probably been the most usual initiating causes of the major fluc
tuations of business activity, but clearly they have not been 
solely responsible for starting them. 

LAws CANNOT CURE BUSINESS CYCLES 

There is no simple legislative formula by which business activity 
can be stabilized in a capitalistic economy, so that the fluctuations 
of booms and depressions will be ironed out. Relative stability 
can be attained, but not by means of new laws designed to en
force it. StabilitY of business activity depends on the stability 
of the fundamental conditions under which business operates. 
That kind of fundamental stability is the product of the drab 
and undramatic exercise of national integrity and self-restraint. 
It involves persistE:nt adherence to at least seven national policies. 
1. Peace, and the enduring prospect of peace. 2. A sound money 
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in which both our citizens and those of other countries have full 
confidence. 3. Balanced national budgets. 4. A sound banking 
system, independent of political influence. 5. The limitation of 
bank credit to loans fully justified by the demonstrated earning 
power of the assets on which the loans are based. 6. The restric
tion of speculation financed by credit. 7. Such negative regulation 
of business operatio~ as experience may have proved necessary 
to prevent abuses, dishonest competition, and exploitation, but 
with a minimUm of positive regulation designed to control wage 
and price competition, or to favor special group interests. 

CONCLUSION 

Throughout .this analysis the object bas been to identify and 
examine controlling factors in business cycles, rather than to 
consider and evaluate auxiliary contributing influences. This thin 
pamphlet is utterly inadequate in scope and method to treat the 
subject with even an approach to thoroughness. The economic 
factors·involved in the generation and development of business 
cycles are numerous, and they combine and operate in varying 
ways in different cycles. For example aJJ the popularly assigned 
explanations examined and rejected in PART II of this essay un
doubtedly involve or include some elements of validity. 

It is not the intention of the writer to assert that changes in the 
volume of purchases of durable goods by business enterprises con
stitute the sole or exclusive cause of business cycles, for there are 
clearly many other contributing influences. It is however his con
clusion ·that this is the controlling factor accounting for most of 
the depth of the depressions, and most of the vigor of the re
coveries, of the peace-time cycles of recent decades. 

SUMMARY 

1. This is the sixth year of this depression, but it is the 22nd 
year of the causes of the depression, for this most serious of 
modern periods of hard times bas its roots in the World War, and 
so its true origins r~ch back into 1914. 

2. Great wars appear to produce regular sequences of economic 
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results which we may identify as, (1) commodity price inflation, 
(2) farm-prosperity and farm-land speculation, (S) price deflation 
and short primary post-war depression, (4) a period of city pros-
perity and widespread speculation, (5) secondary price deflation 
and a long secondary post-war depression. 

S. Economic developments have followed this specialized pat
tern of movement and sequence during and after other great wars, 
and they have done so during and since the World War. 

4. This is a secondary post-war depression which involves al
most all nations, all over the world. 

5. There are perhaps 11 widely accepted beliefs which are held 
to account for this depression, and to explain its origin, which 
the writer believes to be erroneous. They may be designated 88 

follows: 
4. Malefactors of great wealth. 
b. Overproduction. 
c. Price declines. 
d. Reduced agricultura1 purchasing power. 
e. Shortage or maldistribution of gold. 
f. Shortage of consumer purchasing power. 
g. Overinvestment in productive equipment. 
h. Technological unemployment. 
i. Concentration of wealth. 
j. Speculation. 
k. Bad banking. 

6. Since unemployment is the most seriously important symp
tom of this and other depressions, data relating to it are studied 
in the hope of finding out more about the causes of depressions. 

7. About half of our 11 miIlion unemployed would in normal 
times be engaged in producing goods, and the other half in pro
viding services. The unemployment among the service workers 
is largely caused by the idleness of the producers of goods, so we 
should study the causes of the unemployment among the pro
ducers. 

8. About half of the producers raise or make consumers goods 
which are things we use np or wear out and replace relatively 
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quickly, such as food, clothing, gasoline, and the like. The others 
make durable goods which are long-lasting, and include such 
things as buildings, machinery, automobiles, furniture, bridges, 
locomotives, and a long list of articles made of the metals, lumber, 
stone, and cement. 

9. Employment data covering the past 16 years show that dur
ing the two minor ~d two major depressions of that period the 
unemployment among makers of durable goods amounted to 
77 per cent of all the unemployment among producing workers. 
Data for manufacturing production during the past 36 years, and 
including six minor and four major depressions, reinforce the 
evidence indicating that about three quarters of the depression 
unemployment among producers of goods is concentrated among 
the producers of durable goods. 

10. Over 70 per cent in value of the purchases of finished dur
able goods are made by business enterprises instead of by indi
vidual consumers. This indicates that the changes in the 
volume -of purchases of durable goods which are chiefly respon
sible for causing depression unemployment, and constituting 
trade revivals, are predominantly the result of business decisions. 
They are changes in the volume of buying by corporations. 

11. The evidence leads to the conclusion that trade cycles are 
mainly caused by changes in the volume of purchases of durable 
goods by business enterprises, actuated by changes in the pros
pects for profits. 

12. Both depressions and recoveries may be initiated by im
portant -changes in the volume of purchasing of either durable 
goods or of consumers goods, but analysis sustains the proposition 
that business decisions are the controlling factors in the downward 
and upward turns of business activity, and that changes in con
sumer purchasing are not. Individual consumers change the 
volume of their purchasing when their incomes have been in
creased or diminished, and that happens when business which 
supplies their incomes has raised or lowered them. 

13. Any general change in the prospects of business profits 
may initiate a depresSion or a recovery. There are many combina
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tions of developments capable 9f d6ing it. Probably those factors 
that have in the "past been most frequently responsible for start

.. iDg·~ajor changes in business activity have been periods of credit 
Jltringency and of credit ease. 

14. Stability of business activity depends on the stability of the 
fundamental conditions under which business operates. This can
not be created by any simple legislative formula. It involves per: 
sistent adherence to at least seven national policies; peace, sound 
money, balanced budgets, sound banking, the restriction of credit 
to loans justified by earning power, the restriction of speculation, 
govermental regulation of business to prevent abuses, dishonest 
competition, and exploitation, but not to control wage and price 
competition or to favor special groups. 

~h~ 
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Capital Funds .................. $ 31,500,000 
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PROBLEMS OF FINANCIAL REFORM AND READJUST
MENT OF PUBLIC LOANS IN CHINA 

By MATSUTAaO KtMUKA . 
1 

INTRODUCTION 

The financial condition of a nation is the material basis of administration 
just as is the nerve system of the human body. It reflects in political form the 
general social condition of the oountry. The fact th .. t the financial c"l'di
tion of China has reached such a state of confusion and depravity; vitally 
affecting its functioning as a nation, can not but be a very serious matter 
for that country. . 

As is seen in the administration of successive central governments of 
China, it was easy at the beginning for the ruler to control the country 
because ihe administrative and military affairs were limited in their scope 

- and the tnbutes from the other parts of the country were sufficient to 
,support the government. As the years went by, however, the number of 

officials, both military and administrative, began to increase steadily, with 
the result that the central government expenses gradually began to incrense. 
The government was forced, thert'fore, to increase taxes to make up the 
deficit, but such a step only precipitated a tendency toward an outbreak of 

. military strife. This made it aU the more difficult for the central govern
ment to raise funds for the supression of cmI wars, and finally the people 
became weary of the war ridden situation. This condition of affairs has 
become the usual order of the day and it has been und~r such circumstances 
that aU the successive governments of China have suffered their tragic fates. 

The expenditure of the central government under the Ming Dynasty 
was at firsf 2,000,000 taels, but it increased to 12,000,000 taels towards 
the end of the dynasty. The &a.m. was true with the Tsing Dynasty, when 
the appropriation, at first were na more than four or fi ve million taels. It 
steadily increased but .the national treasury even after the middle period of 
its fill. still had some surplus, the central expenditure being not more 
than 8,000,000 ~ls. As the dynasty approached the end of its career, 
however, the country begal\ to be threatened by various disturoances at 

home and abroad and tho national expenditure expanded to seventy or 
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eighty million .taels. Even this enormous appropriation, however, proved to 
be insufficient and the dynasty was finally overthrown. 

The financial administration of China for some time proceeding the 
downfall of the Tsing Dynasty followed as a wh~le the policy of regulating 
the amount of appropriations according to the amount of revenue income. 
It was for this reason that a financial embarrassment of the national treasury 
was no more than a mere matter of the fate of .the particular dynasty. But 
when the dynasty adopted the policy oE relieving the country from a financial 
crisis by fioating foreign loans, it violated the first fundamental principle of 
financial administration, namely, that the annual running expenses must 
'be met by the annualtevenue income. As a result, China's financial difficul
ties c~sed to be a matter solely of domestic concern. 

China's financial difficulties have been a potential cause of dioturbing 
the ,Pea<ce of the Orient. It was because of such financial difficulties that 
China has been un"ble to consolidate its political position, unify the country 
or improve the economic life of its people. The situation has <if ten been 
discussed as an international problem, with the result that enormous foreign 
loans 'have ceen advanced to China by various nations, jointly or separately, 
in order to have China effect a financial readjustment and a unification 
of the country. 

But this measure has not only f",1ed to contribute to the financial reform 
and political renovation but has even encouraged political confusion and 
corruption, making the financial position of China worse. Under the circum
stances, the nations concerned finally <leemed it advisable ·to extend a slightly 
increased assistance to China by providing it with a new financial source. 
They recognized and approved a revision of China's custom tariff at the 
Washington Conference of 1922 and subsequently granted China a tariff 
autonomy as a Pleasure looking toward a fundamental financial relief for 
the country. 

Some critics maintain that it will be necessary to increase the revenue 
of China's national treasury in order to relieve that country from the present 
plight, the 'Cause of the social disorder there. being due chiefiy to the lack 
of adequate finances. They Ins;st that it is practically impossible to find a 
source "f national revenue for China as sure as that of the customs duty and 
also that it is equally impossible, judging from the financial system and the 
present condition cJf .the country, to expect much of its national revenue 
to come from sources such as Europe and America have found practicaL 

It is difficult for China, DO doubt, to depend upon income taxes and 
other direct taxes as practiced in other countries, but if China is to depend 
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solely upon the custom tariff for its :financial relief simply because it is 
dependable and easy to. coll<:<:t, any amount of increase in the rate. of customs 
duty! for such purpose, moreover, is bound to affect the development of 
international commerce and at the same time can not be expe<:ted to have 
a good eHect on the economic development of the Chinese people. So long 
as China is unable to be economically independent due to the present stage 
cif its economic development, such " measure is bound to cause a rise in the 
prices of commodities and thereby threaten the livelihood of the people, and 
bring about an unbearable economic pressure upon them. 

Such a condition of aHairs is conducive to the development of new and 
still greater social evils in China which is already burdened with many 
political and Social defects. In order 'to bring wout a reorganization of 
China's financial administration, it is imperative to strike at the root of the 
evil, and remove the causes which haNe led to the present crisis. 

It' is true that the administrative confusion, corruption and the lack 
of a definite policy of lIoating foreign and domestic loans ever since the 
latter part of .the Tsing DynastY, (nttJI) have. been lugely responsible for 
the present condition of China, hut the fundamental defect in the financial 
system of that country has not a little to do with it. III the light of this 
fact, it is necessary to eHect a .reform of China's financial policy and to 
rectify the former mal-administration by adopting a new plan of making 
both ends meet, if a fundamental reform in China is to be brought about. 

As has already been stated, politics and finances are ioterdependent 
and it is practically impossible to improve the financial administration without 
improving the political system, but the present paper deals chielly with a 
plan of financial 'reform in China which, taking into consideratioR the 
special conditions which ootain in China, is comparatively feasible. 

II 

IMPROVEMENT OF CHINA'S FINANCIAL SYSTI!M 

(I) China has never made a distinction between national and local 
expenditures, following the financial prinociple that the national revenue 
must be used for the. general good. The taxes and other income .raised 
by the local governmeots have heen regarded :as nation,,1 revenue .'and the 
expenses of the central and the local governments have been defrayed from 
this revenue. The local expenses are paid by the provincial government, 
but in prinociple they are regarded as a part of the local government's share 
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of national expenditure and have heen treated as such. Because of this 
condition a decentralization at power to an extreme degree has ~een 
developed and ,practiced in Chinese 90litics from time immemorial, the 
central government entrusting a large part of the political and financial 
affairs to the local governments. This is een in the fact that at the end 
of the Tsing Dynasty, the annual expenditure of the nation was more than 
300,000,000taels as against only 70,000,000 or 80,000,000 taels expended 
by the central government. 

During the past few years, however, China seems to have adopted 
a principle of centralization of power in the political and financial administra
tion of de country. But it is no easy task for China to! make a clear 
distinction between the part of the expenditures which are to be shouldered 
by the central government because of its national importance and the part 
to be met by the local government because of its local significance. From 
a practical consideration, the conditions which make for local expenditure 
vary according to the difference of geographical conditions historical connec
tions and po];tical traditions, in addition to the effect wn:ch may be caused 
by the change of national circumstances. In the items of expenditure, there 
are 'SOme ,which are apparently national in scope and more effectively under
taken ,by the central government, !While others may be accomplished by 
the IcJcal government with more efficiency. But nevertheless it is often 
found difficult to d"termine whether an item should be classified as national 
or local, because some of the items can neither wholly be considered as 
national or local .while others which are apparently df national importance 
can be administered with greater results by the local governments. It is 
all 'the more ~o in -a country like China where the principle of decentralization 
of power to such an amazing extent, has been practiced for centuries, the 
greater proportion of national undertakings having been entrusted to the 
local governments. 

But the system of decentralization of power in China is based on the 
peculiar circumstances under which the nation still has its existence. In 
principle feudalism has been done away with since the Chin (.) and the Han 
( ill) periods, and the country is now divided into counties or prefectures, but 
in reality it is not different from what it was under feudalism except that the 
local governor is appointed by the central government. 

Because cif its geographical factors and its weB developed system of 
local self-government, China cannot easHy .dopr 'the principle of centraliza
tion of power. .As a matter of .fact, financial centralization was tried at the 
beginning of the republican regime, but it proved to be a failure and the 
government could ,nat do otherwise than to return to the old system.. 
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Under the circumstances, it is advisable to make a pIan for the unification 
of the country which is based UPOl; an improvement of the present local' 
self-government with its historic traditions. . .' I 

The tendency that makes for shifting the national finan6:. to the 
local governments is due to the policy of leaving the collection of taxes to 
the local governments~ This matter, as will .be taken up later, requires a: 
fundamental reform. It is also necessary to differentiate between. the 
affairs of the central govermnent and- those of the local governments, leiwing 
matters which have direct relations with the people to the local government • 

• At the .same time, ~ .distinction muSt be made between local and national. 
revenue, and a definite plan must be mad\' to make the local governments 
obey the direction of the centrail government. 

(2) One· feature of the administration system in China is that there 
is no proper gradation clfranks between officials attached to the central and 
the local governments ·which would enable the officials of the fbrrner 't() 
maintain direct and superior. relation to those of the latter. This is due 
to the decentralization of power inherent in the administrative system of 
China but alsO is designed to prevent· government officiah by restraining" 
one another from wielding too great an individual power. But administrative 
supervision . and the graduation of official ranks are .correlative and. the / 
right of administrative control is the inevitable result !<if the relation between 
superior and subordinate governmental offices. Without the presence' of 
this gradlltion in ~anks, it is inevlta.ble that there can be no efficiency in· 
administrative supervision. It is equally inevitable .that there can be no 
progress in the disposal of governmental business when the nation has no 
conli'denee in the gt>v~nment offices. The fact that it is better in the 
administration of a country to /legin' iWith the local government rather than 
with the central government is recognized IOven by France, the home of. 
administrative centralizatton. If the local government is ,to take part in 
the national ad.ministration·, howeover, it is necessary for it to assume a .position 
subordinate to the central government. 

'(3) In China, the taxes and other revenue collected by the local 
governments' a~e regarded as national revenue, and .the central' government 
is &upported by a part of the income thll'S collected and turned over to it· 
bY' ~e local gov~nments. U neler the circumstances it has been practically 
impossible for the central government to organiu a regular national budget. 
The national budlget framed by the central government· represents the 
national revenue ancl expenditure including those of the local governments, 
but since a part of the taxe9 are collected under the repartitions urstem 
and at the same time the tax collected by the local government is first applied 
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to ~he "'p,"ration <if drat government, China's national budget· can not be' 
regarded as organized ac<cording to the principle of the so-called total budget. 
U n<ler such a condition of affairs,. the actual amount of national expenditure 
becomes apscure, making it difficult for the central government to estimate 
its dbligations toward the tax payers and to supervise its fimncial administra
tion. T'he system alSo has the defect of making it impossible to know the 
relation· between the in~me and the .xpenses for collecting the taxes. 

W.hen once the financial adminisl'ration .of the country. becomes univer
sally recognized. and. natioaal !financial. unity. is secured according to the 
national constitution,. all. income accounts will be brought into the national 
treasury, thus making it possible fop the authorities of the central government. 
to establish a total budget system.. In China it is absolutely necessary to 
mak~ a clea/f 'distinction petween national expenditure and ·revenue and 
those 1'£. th~ lGcd governments. The two ,budgets should be. organized 
separately, . 

(4) J According t .. the Chinese Sjl9tem, each local government super
viseS<the revenue lind -expenditure £Or its district, in other waros the s~-called' 
"iocall5afe SY~lB" (-fp.'!r 81ft Jiliittlllf), The system is conducive to confu
sion because of· a lack.of unity in handling national finances, local offices 
undertaking.in<lependently ttl collect and 'spend -the, national taxes; As the 
local 'offices taemselveshandle ·the money. they are thus liable to fall into the 
habit.of,squandering it, and..,. increase·th~ opportunity of exposing state 
finances to the danger 'of ·being tampered with. I~ is for this reasen thar many 
modern nations have adopted the Federal Treasury System (1}-- ft JilllIiIJl1f). 
Under ,this system, aU inaome is r.ceived 'by the cent rid treasurY,jrrespective 
of the· differences. in the governmenml offices or I)t· the financial source,· 
bom. which it comes. Alt· the same time, all national -expenditures are 
d<>frayed ;from this national Plffer, Ihus 6CCUring unity in handling national' 
revenue. and :expenditure .. 

(S), The tax system ·.of China is not only 'tOo much dependent upon 
the .indirect tax but, since the national 'and local ':taxes ore' SO ~ntirely mixed' 
up, it-fails to draw·a c1ear.line.:af di9tinction between·thetwe. In principle, 
as was stated beifor,,', the taxes coll_d by the lacal government are regarded . 
as national revenue, and those· cdllected. under \I. special name <U'I! . looked 
upon as local revenue. Under such an arrangement the revenue of the 
central. 'and ;local -gove~nments ,appear to· be· ·distinct. III actUal pracm,' 
·however, a confusion. of the ·central 'and local ·aff:iir. beCOlD ... inmable 
because the. salalri.. pf local 'officials and ·other· expenscsot, the·1ocal office •. 
are defrayed but-of the proceeds.£rom th, national taX and noc out· of appr ... 
priations especially 'provided for. br the.central govecnmeJlt. 



This ~ce .. ,not liDiited .to _y IlJIt prefec:stux 1>r 110: u.ffiae, !for 
.the prefectural .and tal< ,offices transmit the 'proteeds ,fmm. uhe 'taXes t& ~e 
pr01lincial oBices /tIld die FOYincial oaffice .,0. turn hands ~hem 'IJ¥ft' to 'tilt 
central governm~ .but only aft ... Caleb. has,,suDtracted its CIiWJI ~ael'1lllnint; 
upenaes. This prattice makes it inevitable for _icm:d. IIJId hal. IlleYenutIB 
to .be00me hopelessly £OIlfusecl. 

Then: is a difference of opinion about the &<lvalitago of the m4e}>enilent 
tax .over ,the surtax in levying local taxation, but as the fatter is 1C'0mparadvely 
easy to collect, it tends to 'cncomage the government to increase its admin. 
istrat'ive expenses or at least makes .it reckless in spending. It.s all t'he 
more 50 In 1l eoontry like China 'Where the tax system is imperfeet .md 
unjust. A hea"Y tax obligation will encourage ..vasion of taxation, tnaking, 
it ~ifficul.t for ~he government tQ collect even a reasonable alld justifiable 
local tax, and at the same time increasing the liability 'Of the people's confusion 
bHween the load and national taxes. 

In a country where the income, land, house, real estate, anel particularly 
business taxes constitute the essential parts of the tax System, it is easy for 
one to 4'ccognize that the source m taxation lies in 'the district in which tht 
local government is ~ituated, anil, !!hen:fore, that there will be no difficulty 
in levying "surtax. .But in China where the consumption 'rax has been 
made the essential pan of the national tax system, the levying of Il surtax 
in the name of local taxes is difficult. Moreover, in China whert strong 
local thoughts and __ ntiments are so dee}> rooted, the independent tax, 
making the local administrotive expenses payable by the local government, 
is more advisable, for it As easier to collect it when the ~ax payer appreciates 
the .benefit of the local government directly. 

Where it js deemed advisa.ble to entrust the administrative affairs 
largely to the local governm~t, as they are !n Ohma, it is more advantageous 
to prake the ittdependent tax an essential pa1't of t'he local ,tax, in general 
depending upon the land, business and ,other income taxes. . I:t tends to 
encourage the people to pay theIr taxes Iletause tbe objects for which !!hose 
are levied yield more income or appreciate in value according to the condition 
of various facilities provided by 11K local government. From the consideration 
of the general condition wb:ich ~tains in OhIna. thSs arrangement is about 
the best possllie for the improvement of the Chinese tax system. 

A, fw the aatiooal .tax. the policy 0'£ makng the geneml inCOJllC' lUI 

all oescotial part of the revenue system, which is now adopted in mm, cou"" 
trieso, it. in principle. ne doubt, most proper. Particularly in China where the 
pr_ tax system is too greatly dependent upon the coasltmptioa tax, it 
is well te lIIake dfoa:tl t~ emphasize mon the impormtccr of the ,incolM' 

-1-



tax in producing increased tax revenue. This system, however, requires 
the cooperation of the tax payers and can not efficiently be realized \lnless 
the Itountry is equipped with 'a1l efficient tax administrative organ and unless 
-the people have a high moral development regarding payment of taxes. It 
is ,for this .. eason that generally spealcing, there is no other way than to 
make the customs duty, the revenue derived from the monopoly of salt, wine 
and tobacco, the traffic tax and some special consumptibn taxes the nucleus 
of China's nation tax. 

(6) Theoretically the tax nte in China is regulated by law, the 
,national government collecting the taxes through the local governmeht and 
ordering ,them to turn in " certain amount of the proceeds to dte central 
government. But in actual practice the tax tollections, except such as the 
customs duty and the salt tax which are.. collected by the special olliees, is 
left almoSt entirely to ,th .. looal government. As the levying of additional 
taxes beyond the prescribed lim'it is generally practiced, a sort of repartitions 
system 'has come to be adopted. 

It goes without saying that the direct coller:'tion of taxes by the central 
government most .. fficiently realizes the principle of division of labor and 
the centralization of the Tights of the state. Where a nation is nat yet 
trained in the. technique of financial administration and the power of the 
central government is atill weak the reparations system need not be rejected 
altogether, but the tendency for the central government to be subordinated 
to the local governments can never be done away with under such a condi
tion. This is one of the reasons that special emphasis is laid on ,t!le importance 
of setting a clear line Of dem'arkation between national and 10caI taxes. 

III 

READJUSTMENT OF PUBLIC LoANS 

It is true that the extreme official CO'rruption ,in addition to the various 
defects in the financial sy~m is mainly .responslble for h~ing plunged China 
into the present fin"",clal confusion, but the immediate financial distress with 
which that country is confronted has been caused by a lack of policy in 
floating domestic and foreign loans since the lattet' part of the Tsing Dynasty 
( lfIiIUJI). When the Tsing Dynasty was at the height of its prosperity, the 
govemment adopted the poltcy of enforcing a rigorous discipline and at 
the same time of relieving the people from their heavy obligations. The 
people feared the authority but appreciated dte gracious virtue of the ruler. 
At the same time " greater proportion of the administrative affairs were 
entTUsted to the local governments. As the expenses required by the central 
government were compCICatively small, the financial condition of the govern-
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ment was relatively stable. But toWards the end of the dYlfast}'; 1!he country 
was thre'atened by various foreign aiul domes'tic perils which occurred one 
after another, With, the result that the financial difficulty of the government 
became inb-easingly acute. Finally it seemed necessary to resort to ftoa~ing 
foreign 10211S to relieve !!he critic:ai condition of ~e country. 

But China's financial syStem was such that the fotal amount !,f-n;venue 
was appropria.ted for the payment of expenditures. This necessita'ted floating 
further loans .to payoff the ou~dIng lUIIounts due ilnd the accruing 
interest, thus violaq the fundamental financial principle 1!hat orm"nary 
expenditures must be paid from ordinary revenue. When the f1o_tion of 
forelign loans became difficuit, Chin'll resorted to dame !lie lOans, irrespectiVe 
of their kind and nature, to cope with the immediate financial needs, thus 
accentuating the fi'l\ancial confusion all the more until it finally hlas reached 
the present deplorable stage. 

The issuance Pf ,a loan merdy to pay an extraordinary exPense is often 
opposed by some people. When II !Pan is floated, the government, t'aking 
advantage of an indIfference on the part Of the people, mightap'propriate 
the iIleney, wlhich was intended 'to be used for industrial development, for 
romething not ;very important or urgent. It is 'true' 'that Ii. foreign loan, 
when floated in a country which- hlas an abandance' of lunds, has the 
adwlDl'aIge of -being a'bIe ~ be secured at a low ,tate of i~terest 'anel! theTe 
is no danger of weakening the industrial basis of the country, but the influx 
into,the country of specie resulting from ~he loan is bound to precipitate an 
expansion of currency and a rise in the price of cOmmodities. Iii a country 
like ChIna, ,wbich always has an excess of im'pOrts over exports, this tendency 
is all the more IacceJlituated, threatenmg 'lihe international trade b'alance and 
even encouraging a furthe'r loan floatation. 

Even in the ease of domestic loans, a nation haS to pay a Jlropol'tlonally 
higher rate of interest as its credit be'Comes weaker resulting from too many 
being floated in succession. Such loans not onty abSotb the idle' funds on 
the money market but also use up the capital invested or about to be invested 
in -dbose induStrlal enterprises which' are comparatively unprofitable, or 
which may beacoompanied by' cIlfficuity in withdrawing, danger andi other 
such circumstances, and tbus lessens the sctlpe 'o'f tbe inidustrial activities oj 
a nation. Moreover,in case the proceeds from such loans are to be invested 
in unJlroductive -enterprises, the rate ~ inte're~ is bound to become higher, 
resulting in no small efFeCt upon ~e general eeonom;c condition . of the 
i:ountry. It is particu1arly.so In a country like Ohina wbere 'the m'Oney 
market is tigbt mel rhe rate pf interest very high. 

Despite the fact llihat the issuance of loans has an 'imp<!rt'an't bearing 
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?11 th~ linancial ~onditioD ~ ,. llOuntry, the Chincie government has had 
110 dl:linite policyr .. garding it, the )Pans usu~y l>eing applied to make, up 
the &bonage in Gte.ting nation'al ~J[pendi'tures. Du~ to tihe high rate of 
intevest ~nd the disadvantagl'OUs conditions u/liter which loans have had to 
,e contr~ted, C.hina has 4ced I/. si/;liatil>D Jlwer eJqJerienced in any odher 
:ountry. 

The financial credit oJ ;a nation is tbe trust which other countries have 
~ ,the ability pf that natioll to creditably dispoge of its 'obligations. The 
:¥tent of '" nation's credit, lik.that of an individual, depends upon the ability 
til p..i/ill the !lerms ot its paymeJnts. Iond the ability $0 fulfi11its obligations 
ilepend6 ,upon the we~th of ~he pdople and '!fie nll'lln'Cial Sfstem of that 
Bation. For this rea50n, it was ,unavoidable that China's creditors should 
ieman4 a,r.e\iable security for the loan iI: ad·vanced and even a certain amount 
)f right to control the loan. Such conditions 0,11 loans illl'vilably constitutd 
• serious d,sad~ntage to Chlnia. 

As has a1ready been st'ate'd. Chjn'l has been $IIpporting iii national 
finance during the tPaSt 20 years by flaatingforeign and domestic loans. 
DuO' to the absell'Ce or unreliability of se'CIlrity, the nllUlber of unliquid:ated 
il,amesric an'" ior.,!ign loan~ has been steadily increasing. According to the 
agures given lit the Customs Con'ference beld at Peiping in 1925, die 
omount of s~ Joam had reached \!he tot~ of approximately 1,000,000,000 

~UaJI :at the en!d ofthalt year, and, the accruing interest on these loans 
~as beeu cf course accumliJuing siru:e that time. A readjusunen~ of these 
::ompllca'ted loans iii most imperative for China's financial 'l"eOrgan'ization 
!lid economic devel'OJ>D1"nt. So ~ong as 1Ihii cond&tioft :.remaillJas4is.it 
, ibsalutely impossible to reStore Chlna'sintemational (:r~dit fQ anything 
like a normal condition. 

Consldl:'rillg the financi;d straits of the ClHnelle central government, 
there i$ flO other way of 're'Ctifying dhe stiuation ,c,han adopting a policy of 
IWlying the customs revenue as a fuod for such readj_nt., This revenue 
~as ~ready been held largely fl$ security for 'V:trio,.. foreign and domestic 
Ioal1'S,bu~ in the future theu will doubd.... be ~ yea.( by year increase of 
the margin due Ito lIbe redemption Ilf lOme of tho )Pans. Moreover, the 
~dlicy of loan readjust/Jlent in China by floating loan readjustment loans 
md uSing !!his revenue a& security tD clear the ,outstanding domestic and 
foreign loans was recognized by theI special seSlion of the ClIStOIl\S Confer-
:Jl'CC of 1925. :' , 

In spite of the £act that foreign loans, which tIm8ti~ a large proper_ 
:ion of the sum mentioned, atill remain unpaid both in principle and 
Illerest for .G\aDl years, as m~ as 181,000,000 yuan bas been paid 
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on the ,.,.,.e9tic loans whlda have been contra£l!ecl fe, sin~ tht estahlimment 
ef .&he Nallking Oo .. er_. These ~hve been met bt the' 
app-lkarioa ef lIIID eveT increasing CllStOlI&S revenue. SuclI * s_ {If afflriri 
can not but be fegarded as a grass in justice (see teference- ]!I). 

Moreove.... if the present struation sl'louId t'aIre !fs courne. it Is pl'oba.bIe 
thaIt the numt>er ef domestic 'loans at high rates of interest .W'IlI ICOn~nue to 
merease all. the m~re. If !!hat be lIhe case. greater eVib will be brought upon 
i:he !'Conomic situation in China. 'Such p.condition af affairs will. ,still further 
reduce China's internationall credi. making it all. the more diffil:ult to carry 
out 'the proposed loan readjuStment. 

Judging from the amount ~ Chinese loans and the cu!ltoms revenue 
rel:eipts in the past. t41e foreign 'and domeStic loans ... nd tbcir accruing interest. 
induding ~e Boxer indemn'ltieswhich are to be paid off In 1931. total 
approximately 150.000.000 or' 160.000.000 yuan for the foreign ldans and 
about 120.000.000 .for the domestic loans. lit is still difficult to estimate 
the amoUDt of revenue which d be reoceived from the ~s duty this 
year. but judging from the 'amount lasr year. it will not be f .... from 320.-

000.<Xl0 yuan. If !!his estima'tion is ~l'reCt. there wlll prdbahliy be !- surplus 
of .about 40.000.000 or .50.000.000 yuan after all klans 'and inte'rest. both 
foreign and dom~c, are paid up from the customs revenue this year. (See 
tables C and D.) . 

At the time !of !the Sino-J'apanese tariff p.greemenlt in 1929. the Chinese 
Government announced its intention of rescrving 5,000,000 yuan from 
the cU$'tom$ revenue each year for t!he adjustment of domestic and foreign 
loans ljased On unreliable aecumes. Chin'a' ougtht ~o be able to realize this 
without embarrassing the fillllnees of tho central government if. on the 
oth.... hand, the Chinese authoriti., will see to it dlat all possible effons be 
made .to keep diawn military expenses. Then there .will be !1 certain amount 
of ,surplus resulting from 191e rescisSion ef loans. It should not be impossible 
for China ~o ,adjust its foreign and dIomeSIti'C loans by the applica'tion of this 
surplus together with the 5.000.000 yuan .Which the ChInese gov .... nment 
agreed to· reserve .from ,the cuStoms reven.ue for this purpose. 

But it goes wJt.hout !laying tltajt the fdreign and domeSt'ic ldans should 
be treated on the basis of equality and lhe )loans which have 'been legany 
concluded must. out !,f ,a conside'ration of international trust and .responsibility 
be fully paid up.' In the payment of the domestic loans. a special commission 
has been prganized to, take charge <1£ the fund r«eived from the customl 
... evenue. A similar commission of intema'tional llta'tus should be organized 
to liandle the fun'CIs· and business in ~onnection .wi191 the debts when a proper 
plan of settling file .unse.cured dom~c. and foreign loans above mentioned p 
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formulated. When such a definite plan is m'a.!e and set intO motion for 
the .se'tclement of the unliquidated loans on a basis ¢ equality, it will beocome 
feaslble .at the same lDme to ,carry out Ilhe reform pIlan of ,the whole finari'Cial 
system ,to secure .the proper balance of revenue and expenditU\"e and thus 
consol"!di.t~ ~he fimncial foWlida'l'ion of Ohina. " 
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(A) INADEQUATELY SECURED DEBTS OF CHINA 

(December 31, (925) 

I) Debts proposed by each country in the Tariff Conference hel4 in' 
Peking, 1'925. • 

Name of country MinistIy of Ministry of Total Finance Communications 

U. S. A. $ 36,440,000 22,277,000 58,7 17,000 
Belgium 502,000 40,046,000 40,548,000, 
Denmark 331,000 331,000 
France 73,549,000 57,000,000 130,549,000 
Great Britain ...• 43,080,000 18,955,000 62,035,000 
Italy ............ 71,956,000 71,956,000 
Netherlands ..... 11,070 ,000 15,375,000 16,445,000 
Japan .......... 322,376,000, 39,768,000 362,144,000 
China ......... 260,000,000 40,000,000 300,000,000 

Total •...•... . 809,304,000 233,421,000 1,042,725,000 

2) o.;bts mve9tigated by Chinese Government. 

Name of country Ministry of MinistIy of Total' Finance Communications 
Foreign D..bts:(a) 

U. S. A. ....... $ 34,510,000 36,160,000 70,670,000 
Great Britain •••• 40,680,000 150,910,000 191,590,000 
France ......... 1,230,000 34,870,000 36,100,000 
Italy .......... 71,950,000 71,950,000 
Japan •.•.••...• 254,990,000 146,620,000 401,610,000, 
Netherlands 1,080,000' 16,350,000 17,430,000 

Total: .•.•.•• 404,440,000 385,350,000 789,350,000 
Dome9tie De'bts: 260,252,ooO(b) 87,000,000(0) 347,25 2,000 

Grand: Total •••• 664,692,000 +72,350,000 1,136,602,000 

(il) Report of the Commission for the Readjustment of Finance, P. 9. 

(b) Commission for the Readjustment of Finance-Tablee of Inadequately Se· 

cured Domestic Loans of the Ministry of Finance, P. 3. 

(c) Report of the Ministry of Communications on Internal Debts under Its Charge, , 

P.!' 
Foreign curreDcies are converted into Chinese Dollars at the followiDg ratee: 

"lO=£1_G.i5_¥10. 
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(B) LIST OF CHINESE INTERNAL LOAN 
Peiping Administration: 

Name of Loan Issued Amount Amouat Outstanding Rate 
authorized isoIIed on June 1. 

" 1931 

*7th Year Loag Apr. 21 Term loaD of the 1918 $45,000,000 $45,000,000 $31,500,000 6 
Republic of Chiaa 

*Chia.se Govern-
ment 6% Con· Mar. 3 $45,392,223 $45,392,228 $32,635,340 6 oolidated Natioaal 1921 
Loan 

Dilto, 2nd Seri .. Ju.,.,2 $25,600,000 $25,600;000 $25,600,000 6 1921 

·Chinese Govern· __ 7% 
COD- Mar. 3 $13,600,000 $13,600,000 $8,160,000 7 soIidated Natioaal 1921 

L08n 

Ditto, 2nd series June 2 $ 8,800,000 $ 8,800,000" " $ 8,800.000 7 1921 

8% BODds for re-
fuading Iotemal Feb. 11 Y. 
and ForeignSbort 1922 $96,000.000 t 39,608,700 ~91,360 6 
Term Debts (96 $56,391,300 
million Loaot "' 

I 

~Chineee Govern- . 
meat 8% National M ... 16 • &.25O,1XMt loaD of the 14th 1925 $15,000.000 '~0IlQ000 8 
year of the Re-
publ;" 

Treasury Notes: 
. 11th Y ..... T ..... , 

II per sury Notes Se· 1922 $14,000.000 $14,000.000 $ 3,500,000 
cured OD Salt mooth 
Surplus 

- 1+-



ISSUES OUTSTANDING ON JUNEl, 1931. 

Secured by 

Capital on Russian 
Boxer Indemnity,In· 
terest on Consolid. 
NaL Loan Service 

CoDsoIidated NaL 
Loan Sinking Fund 

Not clefiDitely 
Secured 

CODSOIidated NaL 
Loan Sinking Fund 

Not defiDitely 
Secured 

Sail Surplus. or Cue
toma Surplus 

German lIQxer lIJ
clemDity 

Sail Surplus 

Issue price 

100 

"100 

100 

88 

100 

Repay""",t and general remarks 

Between June. 1928 and ~lIlber, 1937, 
W50,OQO balf·yearly. 

Between December, 1921 aDd December, 1930-
1921-1924 $2,719,611 yoarly 
1925 4,351,37d .. 
1926 6.527,066 .. 
1927·1930 8,158,885 .. 
Four drawings in arrears. 
Totalling $32,635, 340. 

From end of 1931 to end of 1935 by live anilual 
drawiDgs. 

Within 10 years from 31st 4.uguot, 19?L 
1921-24 $ 680,000 annually 
1925 1,088,000 N 

1926 1,632,000 .. 
1927-3,) 2,040,000 .. 
Four drawings in arrears. 
Totalling $8,160,OUo. 

From end of 1931 to end of 1935 by five aDDUa/ 
drawings. 

January, 31, 1923-Januory, 31, 1929 balf-yearly 
redemption of ; , 

1 at $2,255.652 "N )1,947,391 
".. 4,511,304 
4.. 5,075.217 

Redemption and interest in defaulL 

Half·yearly on March 31 and Septamber so. 
$ 900,000 durills 1928-1929 

1,050,000 N 1930-1933 
1,500,000 N 1934 

(Not calling for interest, which baa at once 
been deducted from issue price). $700,000 
monthly from Feb., 1922 to September, 1923. 
Five paymenta in defaulL 

..... ~i ...". 

r'.~I.h~l", Tnotitl1te of Politic$ 



I 

Peiping Administration :-C ontmued. 

Name of Loan Issued Amount Amount Outstanding Rate 
authorized issued OD June 1, 

" 1931 

*Spring Festival 
Special Treasury 
Bills of the 15th 1926 
Year of the Re-

• 8,000,000 • 8,000,000 • 8,000,000 

public 

7" Famine Relief 
Internal Loan 1920 • 4,000,000 • 2,168,475 • 1,610,220 7 
1920 

-Treasury Bonds 
secured on Aus- Dec. 20 

• 2,400.000 $ 2.4~O,OOO • 2,112,000 8 trion Cancelled 1926 
Indemnity 

·Peking Bankers May 11 Association Public • 2,000,000 • 2,000,000 $ 2,000,000 8 
Safety Loan 1926 

-Autumn FesttJic 
Safety Loan Trea· Sept. 20 BUry Bills of the $ 3,000,000 

• 3,ooo,oro $ 3.000,000 8 
15th Year of the 1926 

Republic 

" These bonds were "",changed against other previous issues at the ratin of 
$40: 100. 

t This portion Oapanese) for yen 39,608,700 is cJassiJied WIder foreign loan 
obligations. 
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Secured by Issue price Repayment and geDerai remarks 

By half-yearly instalments from July,l928 to 
Jan. 31, 1932. 

Bal ...... from Con- 2 at $ 700.000 
ooIidated Nat. Loans 82 2" 800,000 -Sinking Fwul 2. 1,000,000 

2. 1,500,000 
Redemption to the extent of $5,000,000 in 

default. 

By , semi-annuaI drawings, beginning May, 

Not definitely. Se- 31, 1921, ending November 30, 1923. First 
90 redemption of $558,255, effected on July 31, 

cured 1922. Remaining 3 redemptions @ $536,740 
in defaltlt. (Total$1,610,220). 

By insta1ments from Dec. 20, 1928 to June 20, 
1937: 

3 at $ 96,000 in Dec., 1928-30 
1 .. 120.000 in Dec., 1931 

Au9trian Boxer In· 82 4 .. 144,000 in June and Dec., 1932·33 
cIemnitY 3 .. 168,000 in June, Dec., 1934 and June, 

1935 
3 .. 216,000 in Dec., 1935 and June, Dec., 

1936 
1 .. 264,000 in June, 1937 

German Boxer In· 60 In one sum, on July 10,1935. demnil>' 

Sinking Fund· Con· 
ooIidated Nat. LoaDs 88 In one sum, on March 20, 1931. lover due) 

• Secured on Customs Revenue. Total outstanding $191,558,860. 



Nanking Administration: 
-<- - - -

Name of Loan Issued Amount Amount Outstanding Rate 
autborizecl issued JUDel,11l31 < " --

Treasury Notes 1 
'21% Surtax Trea- Oct. 1 < 

$40,000,000 $40,000.000 $23,000,000 9.6 sury Bond.. 2nd 1927 
(S'hai) issue 

-'18th Year CusllDmll 
Surplus Tre;ISUIY June 1 $40,000,000 $40,000,000 $26,46I,839 8.4 

Bonds < < 
1929 

'Military Reorgani-
"sation and Di ... 
bandment Trea .. Sept. 1 

$70,OQI),OOO $70.000,000 $55,31lO,OOO 8.4 sury Bonds of the 1929 
18th Year of the 
Ropuhlic 

'19th year Short Sept. IS 

Term Tr_rr 1930 $50,000,000 $80,000,000 $71,460,000 9.6 
Notes Oct. 7 30,000.000 

1930 

*19th Year Rehabi-
litation Short Oct. 31 

$50,000.00& $50,000.000 $46,400,000 1M' Term Treasury 1930 
Notes 

- < -

*2Oth Year Customs 
Short Term Trea- April 1 

$80,000.000 $IKI,ooo.ooo. $78,400,000 9.6 
sury Note 1931 

18th Year Trea-
sury Bonds Be- Mar. 1 cured on the RolI- 1929 $24,000.000 $24,000.000 f 7,680,000 \1.8 
ed Tobaca> Tas 
(Second issue) 

19th Year Trea-
sury Bonds ae- Mar_1 cured on the RoII- $24,000.000 $24,000,000. f17,2a),ooo \1.8 
ed Tobaca> Taz 1930 
(3rd issue) 

-= I~ 



1 
t.!L 
.S iI 
'11! 
If 
B ~-r 

98 

98 

98 

98 

98 

98 

98~ 

98 

R~ayment and remarks 

$1!OOO.OOOmonth1y.begiunIQg)inuaii3I,l0s0 
; and ending April 30, 1933. 

BY. 62 monthly iilstalments of $800.000 each 
(covering interest and capital redemption) 
~ June 3(),1929! m.'~!u1y 3_1,1934. 

'BY. 100' mont:IiJy instaIIDeo\s' or -$'100.000 each I, 
Ioeginojog on 5eptember_3O, 1929. and end· 
ing on D,ecember 31, 1937. 

I ,.. .. ._. __ . ... __ '. j 

Within 58 monthS, beginning AUgUSt' ~I; 1990. ! 
_ =.e,nt~'!!= 3~~~~in:,~@f$= : 

from September 31. 1930; 1.2% duriJlgfoilow. 
I ing 12 months @ $9S6.000from February 28. 

1931. 2%' during following- 39' months @ 
$1.600.000from February 29.1932; 1.6% dIU' 
inglast1 month@$I.280.000cnMay31,1935. 

Within 66 months'from November 30;'1930 10 
i ~:Zg ~na:c!':J@ f~~~~~ "i::" ~~ 

vember SO. 1930; 1.2% dUring-following- 10 
months@ $600;000 from' May 3I,193r; 1.6% 
duringfollowing·(14 months@ $BOO.OOO from 
March 31. 1932; 1,8% during following' 14-
montlis@$900.000from JllDUary 31. '1935'; 

I 1.2% <IuriDli following 2 months @: $600.000 
from March 31, 1936. 

$480.000 -monthly" April, 1929 to-March;1930 
, (2%), __ 

,600,000 monthly; April; 'l9'Ja \a-NOVember. 
19SO (21 %~ - I 

$960,000 monthly, December, 19SO'to-,mraary. 
1932(4-%). 

~tw ..... AJIrII 30.1930' imd 'Ja'nlla"y 3r,' 1932; 
in monthly instalmentS of $480.000 (2%). -

Between February 28. 1932. and March 31, 
, 1932; j,,_thlflnsta1l'De1if!l Of 960;000-(4%J., 



Nanking Administration:-O onUnued. -

Name of Loan Issued Amount Amount Outstanding Rate 
authorized issued June 1,1931 % 

20th Year Trea-
BUry Bonds .... Jan.l-
cured on the RoU· 1931 
ed Tobacco Tax 

$60.000,000 $60,000,000 $57,000,000 8.4 

(4th issue) 

Loan Bond. 
18th Year Famine Jan. 8 $10,000,000 $10,000,000 $ 8,000,000 8 Relief Treasury 1929 
Bonds 

InternaJ Loans 
8% Internal Loan May 1 $ 6,000,000 of the 17th Year June 1 $10,000,000 4,000,000 $ 8,000,000 8 
for Military pur· 1928 
poses 

"8% Internal Short June 1 $20,000.000 Term loan for the Dec. 31 $40,000,000 $20,000,000 8 Rehabilitation of 20,000.000 
the Country 1928 

"17th Year Sbort 
Term Currency Oct. 1 $24.900,000 Bonds of the Na- 1928 $30,000,000 $30,000,000 8 
lional Govern-
ment of China 

"17th Year Long 
Term Currency Nov. 1 Bonds of the Na- $45.000,000 $45,000,000 $45.000.000 21 
tional Govern- 1928 

mentofCbina 

"18th Year Troop Feb. 1 $50,000,000 $50,000.000 $40,000,000 8 Disbandment 8% 1929 Internal Loan 
-

·Hopei Province 
Short Term Loan Apr. 21 $ 4,000,000 $4.000.000 $ 3,~.ooo 9.6 for Hamo Con- 1929 
eervancy Work 

.19 Year Customs Jan. I $20,000,000 $20,000,000 $18.000.000 8 Revenue Bonds 1930 

• Secured an Customs Revenue. 

-.20~ -.,.. .. 



~by Issue price Repayment and remarks 

.. 
Monthly 

1931 600,00()' 
1932 660,000 

TobacCo Tax of 1933 720,000 

all China 98 1934. 780,000 
1935 8tO,ooQ 
i936 . 900,000 
1937 960,000 Jan./M~Y 
1937 1,200,000 June 

, 

Increased CUSIoDIII' 98 By 20 semi-anoual drawings of $500,000 each,. 
Revenue from June 30. 1929 to December 31. 1938. 

St3.mp Ta,. of 
98 all China 

By 20 semi-annual drawings, of :$500,000 each, 
from June 30, 1929 to Dec.ember 31,1938_ 

/ 

Inaeased CI/StoDIII 94 By 10 semi-annual drawings of $4,000,000 each, 
Revenue fl6 ·from December 31, 1928 to June 30, IJJ33. 

Portion of former By 14 semi-amiual drawings from March, 1929 

German Boxer 92 
to September 30, 1935_ 7% "nnually in tbe 

IndemJIity first 3 years; 20% annually in tbe ....,nd a 
years; 19% in the 7th and last year_ 

.. 
Customs surplus 

By 4Q semi.annual drawings of $1,125,000 each, 
100 

hom March 30,1934, to September 30, 1953, 
ReveDues ·Issued for refund sf 'unredeemed HankoW' 

:t>ankDOtes ~ 19~6-l927, . 
Increased eu_ 

98 
By 2(l semi':"'tiuai d";;";;'gs of $2,500,000 each, 

Revenues from July 31, 1929 to January 31, 1939, 

-
81 on existiag Tax 
of 5% on Tientsin 98 

From October 15, .1929 to April 15, 1939, by 
mean. of 20 half-yearly drawings of $200,000 

river dues each. 

Increased Cu_ Within 10 years by 20 semi-annual drawings of 

Revenue 100 $1,000,000 each, from June 30, 1930 to Decem-
ber 31,1939 

Total outstanding $550.081,~30, 
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(C) I. FOREIGN LOAN OBLIGATIONS 

Amount Principal Interest 
Amount issued Retired in outstanding on Payable Payable 

Dec. 31. 1930- 1931 1931 
Secured on Customs Revenues: 

1 1895. Franco-Russian Loan. £ 15,820,000 1931 £ 797,923 £ 797,923 £ 31,916 
2 1896. Anglo-German Loan •• £ 16,000,000 1932 £1.797,950 £ 877,050 £ 67,972 
3 1898. Anglo-German Loan •• £ 16,000,000 1943 £8,087,425 £ 47 1,300 £ 353,330 
4 1902. Boxer Indemnities: 

Great Britain .......... £ 16,573,810 1945 £7,847,096 £ 413,127 
United States •••••••••• G.$ 53,348,145 1945 £4,17 1,349 G·$I,329,785 
Japan ••••••••••.••••. £ 10,944,809 1945 £5,404,696 £ 272,816 
Italy •••••••.••••••••• F217,868,647 1948 £4,779,95 1 G.$I,047,874 

... Netherlands ........... Fl 3,066,005 1940 £ 89,339 Fl 76,425 .. 
. Spain ................ Fr 1,107,596 1940 £ 14,243 Fr 27.608 
Portugal •••••••••••••• £ 30,203 1945 £ 14,300 £ 752 
Swedea & Norway •••••• £ 20,568 1940 £ 7,174 £ 512 

5· 1918 Reorganization. Loan •• £ 25,000,000 1960 £ 997,180 £ 346,160 £1,149,859 
Secured on Customs Revenue Boxer Indemnities: 

I. 1925 
French-Indemnity Bonds •• G.$ 43,893,900 1948 G.$40,602,450 G.$ 760,250 G.$2,01J,Jl6 

2. 1928 
Belgian-Indemnity Bonds. G.$ 5,000,000 194IG.$ 4,051,450, G.$ 403,400 G.$ 248,994 

Secured on Salt Revenue:· Total ...................... £7,805~88 
I. 1908 Anglo-French Loan " ~ 5,000,000 1938 £2,250,000 £ 250,000 £ 90,000 
2. 1911 Hukuang Loan •••••• £ 6,000,000 195 1 £5,636,790 £ 143,5"80 £ 246,7 il 
3· 1912 Crisp Loan ......... £ 5,000,000 1952 4,584,157 £ 111,189 £ 214,068 



(C) n. INSTALMENTS OF INTERNAL LOANS REPAYABLE IN 1931 

Secured on Customs Revenue: 

Principal 
PrIncipal Intereat Interest 

Together 

I. 2Y.% Treasury Bonds, (2nd S'hai issue) •••••••• $ 12,000,000 $ 2,160,000 $ 14,160,000 
2.' 8% Internal Short Term Loan .•••••••.•••••• 8,000,000 1,440,000 9,440,000 
3· 2Y.'% Surtax Treasury Bonds (Tientsin issue) •••• 900,000 14,400 914,400 
4· 18th Year Famine Relief Treasury Bonds ••••••• 1,000,000 620,000 1,620,000 
5· Hopei PrO'Vince Short Term' Loan ••..•••.•••••• 400,000 316,800 716,800 
6. 18th Year Customs Surplus Treasury Bonds •••••• 7,405,127 2,194,872 9,600,000 
7· 18th Year Troop Di~andment Loan •.••••••••• 5,000,000 3,300,000 8,300,000 .. 8. Military Reorganization Treasury Bonds •••••••• 8,400,000 4,61 5,800 13,01 5,800 w 
9· 19th Year Customs Revenue Bonds ..•••••••••• 2,000,000 1,000,000 3,400,000 

10. 19th Year Customs Revenue Short Term Bonds •• n,360,ooo 6,803,200 18,163,200 
n. 19th Year Rehabilitation Short Term Bonds. , •• , , 6,800,000 4,417,600 n,21 7,600 
12. Spring Festival Speocial Treasury Bills •.•••••.••• 640,000 640,000 

Total •• , ................................ 63,265,127 27,922,672 91,187,800 

Secured on' Customs Revenue 'Boxer Indemnities: 

I. 7th Year Long Term Loan ••..•• , ........... 4,500,000 4,500,000 
2. 8% National Loan <if the 14th year .•••••••••• 2,100,000 702,000 2,802,000 
3· Peking Bankers Public Safety Loan ..•.••••••••• 160,000 160,000 
4· 17th Year Short Term Currency Bonds .•• '.' •••• 2,100,000 2,028,000 4,128,000 
5· Treasury Bonds, 1926 ••••.•.••••.•••••••••• 120,000 168,960 - 288,960 

Total .................................. 8,820,000 3,058,960 n,878,960 



Principal 
Principal Interest Interest 

Together 
Secured on Tobacco Revenues: 

i. 18th Year Treasury Bonds (2nd issue) .•.•..... II,5 2O,000 69 1,200 12,2II,200 
2. 19th Year Treasury Bonds (3rd issue) .•.••••.• , 5,760,000 11,635,840 17,395,840 
3· 20th Year Treasury Bonds (4th issue) ...•...••.• 7,200,000 4,762,800 11,962,800 

Total ................................. 24,480,000 7,089,840 31,569,840 

Secured on Stamp Revenues: 

i. 8 % Loan for Military purposes .............. 1)000,000 620,000 1,620,000 

Sec\lred on Customs Revenue Surplus: 

I. 17th Year Long Term Currency Bonds ••••••••• 1,125,000 1,125,000 .. 
2 • 7th Year Long Term Loan .•.•••.•....•••••• 1,823,000 1,823,000 .... 
3· 6% Consolidated National Loan .............. 8,158,834 1,958,120 10,II6,954 
4~ 7 % Consolidated National Loan .............. 2,040,000 57 1,200 2,6II,200 

Total ................................. II,198,834 6,097,320 17,296,154 
Grand Total ••• ; •• : •••••.••••• , •.•••••• ~ •• 107,763,691 44,168,792 '5 1,932,754 



(D) CUSTOMS REVENUE, 1928 TO 1930 

1928 1929 1930 

Import Duties ........... $ 72,074,000 $166,241,000 $211,7 86,000 
Export Duties ••••••••••• 41,939,000 S.6,254,000 53,379,01l0 
Coast Trade Duties ., ••... 4,184,000 5,636,000 6,19 11,000 
Tonnage Dues ...•.••...• 4,597,000 4,925,000 4,1l25,000 
Transit Dues (Inwards) ••• 804,000 911,000 943,000 
Transit Dues (Outwards) •• 4,01 7,000 2,920,000 2,305,000 
Native Customs Revenue .•• 5,370,000 6,828,000 9,654,000 
Tonnage Dues for Junks •.• 238,000 25 1,000 254,000 

Total ••.••••••...•• 133,223,000 243,966,000 29 1,444,000 
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PREFACE 

The World War wrought destruction in every branch of European 

civilization. but the reconstruction work following the conclusion of the 

war has shown a diStinct progress in all spheres of human endeavor. 

From this point of view. the World War may be regarded as a turning 

point in the progress of the world's institutions. 

The progress made following the World War may beJleen in the 

social. political and economic aspects of the world. but the change made 

in the field of economics may be regarded as the greatest. This be· 

comes apparent when one studies the general tendency towards progress 

made in the currency systems of various lIations involved in the war. 

When the armistice was declared in 1914 and peace was restored 

to Eurol2e. the 1irst and foremost concern of the nations involved in the 

war was their economic restoration. The first step taken in this direc· 

tion was a reestablishment of the currency systems which had been 
temporarily put out of commission during the war. 

The declaration that .. the essential condition for the economic res· 

toration of Europe is the establishment on a secure basis of a currency 

system of the nations concerned" was the first article of the financial 

resolution adopted by the conference held at Genoa for a discussion of 

the economic restoration of Europe after the war. It is apparent that 

the establishment of a unified currency system is a condition of vital 

importance for the development of a nation's economic society. and no 

natioD can hope for economic progress without this fundamental factor. 

The question of what should be the standare! of currency for the 
new era following the war has been seriously discussed by many. but 

the interested nations have aolved the problem in practice by agreeing 

to adopt the gold standard. Moreover. even a country which did not 

used the gold standard before has adopted it since the war. The gold 

standard may now be considered to be in the height of its popularity. 

A survey of the currency system of the Chinese Republic. how· 

- I -



ever, reveals that there is no unity of currency and a confusing num~ 

of different kinds of money are in circulation. They differ not only 

to locality of circulation but also as to relative value. Moreover, t 

value of tbe currency Buctuates according to various circumstances. : 

wide-spread is the confusion that no one can hesitate to declare that 

China there is no currency system in the strict sense of the term. T 
.. worst currency" as has been often repeated is a term which adequal 

Iy represents the present condition of the currency in China. 

Such a currency system as China has today, when the econom 

conditions of the nations of the world have been acquiring more a1 

more international significance, constitutes a very serious obstacle 

the economic development of that country. Not only does it affect tl 

development of China but through the inconvenience which it entails 

business transactions it casts a dark shadow on the development 

world economy.' 

1. Kemmerer'S report, page 50. 



I 

IllSTOR,( OF CHJNESE CURRENCY 

It is difficult to explain any state of affairs if one ignores the histo

ry of the case, . and this is particularly so in the case of China. Only a 

survey of historical facts which cover a long period of time can adequate

ly explain the present deplorable condition of Chinese currency. 

(a) Development of Chinese Cu"ency 

The history of the development of Chinese coins may be traced 

back as far as 2698 B. C. [Tai Hao (*Jl),] for the art of coin making 

was already known to' the Chinese people of that age_ The coin ot 
those days was of copper and was ordinarily in the shape of the Chinese 

character":Iil" or of a sword. 'By 660 B. C. the Chinese coin began to' 

assume a round shape with a round hole in it. A round coin with a 

square hole in it, however, did not appear until about 221 B. C. during the 

Chou (Ji!3) dynasty. But the coins in the shape of the Chinese character 

.. :Iil " and of a sword as well as the shell currency were still in circulation. 

Regulations known as .. Chiufu Yuan·fa" (1L!tiIllliJl), comprising 

several' articles concerned with coins, were issued in 1032 B. C. in the 

eign orCheng Wang (n) under the Chou (Ji!3) dynasty in an effort 

) control the currency. Later during the Tsin '(~) dynasty, however, 

~e minting of private coins began to be practiced popularly until, during 

~e Han (Ilt)period, efforts were made to unify the currency and to do 

way with tb.is evil. During the reign of Wu Ti (it'llf) currency made 

ut of the skins of white deer was put into circulation in addition to 

oins of gold, silver, copper and iron. 
The currency system was more or less put in order under the 

~ang (Ji!f) dynasty, limiting the number of mints to about seventy. 

)uring the early part of the Tang dynasty, money known as Kai Y~an 
~ung Pao (Mjtiilill) -was coined. This is said to be'still found in the 



Chinese money market. The currency syste~ of the country was aga 

plunged into confusion about 100 years later because of a shortage 

currency caused by the gradual decrease in the number of mints, al 

even a piece of cotton cloth was sometimes used as currency. 

During the Sung ell<) dynasty· the principal material used in makii 

coin was still copper, and the copper coin was the principal currencl 

but paper money was beginning to be popularly used, wilh the res~ 

that coins were bei~g gradually displaced. Under the circumstance 

the evil resulting from the reckless issuing of 80ft money had becolT 

more and more apparent. 

Silver had begun to be used for business transactions b~t it WI 

used more as a treasure than as currency. During the Yuan (:ii':) perio 

there was an influx of silver from the West as international intercours 

was established, but the principal currency was the paper note. Durin 

the Shin (m) dynasty (arter 1663), the copper coin was used at first b~ 

due to the shortage of currency, private coins began to be put int 

circulation in increasing numbers. Among the private coins silver wa 

used as well as copper. 

Silver coins were minted in the year 57 of Chien Lung (ftMi). I 

the 13th year of Kuang Mi (:l'(;M), Chang Chih-tung (mZlIll), th 

Governor-General of Kuangtung (lJiJll), minted coins of one yen valu 

(III) and in the 26th year of Kuangmi (1(;M), 1900 A. D., the minting 0 

copper yuan (fII:ii':) began. 

With the development of communication with foreign countries, th, 

influx of foreign currency began to increase. The Mexican dollar, fo 

instance, began to be brought into the country in increasing amount: 

with the gradual increase of trade with that country. The AmericaJ 

dollar and the Japanese yen also found their way into China undel 

similar circnmstances. When the government found that the foreigJ 

dollars were being well received and put into free circulation, it re 

produced them or minted similar silver coins and put them into circuIation 

But the issuance of private coins and paper notes continued te 

-4-



alleviate the inconvenienle caused by the shortage,of CUrrEI1CY. In thi, 

way the currency of China has become a mixture of public and private 

ct>ins, paper notes, and foreign coins. This is the present condition of 

currency in China and is maintained on the basis of the ordinance issued 

in the third year of the Chinese Republic. 

(b) The Present Condition oj Currency in Chin.a 

The present Chinese currency, ~hose development was discussed 

above, is based on silver. All business transactions, debts and credits 

are settled on the basis of silver. From a practical consideralion, China 

is a nation with' a silver standard. But because of the variety of money 

in circulation and the number of different monetary units maintained, 

there is no unity of any kind in the Chinese currency system; it is instead 

a miscellaneous currency (Sortengeld). 

The .. Yuan" Unit 

The units (einheit) of currency in China may be classified under 

two headings, the yuan and the tael. The yuan or dollar is the unit of 

the silver coins of the Chinese Republic and constitutes the standard of 

money of that country in the form of the .. silver'dollar." The yuan 

unit operates according to the decimal syst~m.' 

But the yuan differs in nature according to the circumstances under 

which it is coined. For instance, according to Article 2 of the National' 
Currency Ordinance promulgated on February 7 of the third year of the 

Chinese Republic, the kupin (JiIl'!£m) silver of 6 tsien (fil), 4 fen (:9-) and 

8 Ii (Ill) constitutes the unit of value and is called a .. yuan." Under this 

regulation, the Yuan Shih·kai dollar was coined at mints in various parts 
of China. At first it was good in quality, just in'its weight and widely 

circulated, but later it degenerated both in weight and quality, with 

L 1 ('j(;) yuan arclollar ...... l0 cbi8lI 
1 (jI!) cbi8lI .................. 10 fen 
1 (9) feD. ~ ......... ~ .... ~, ... ... 



the result that the yuan in circulation has become varied according to the 

different localities, eras and regimes in which it was coined. 

The "Tael" Unit (liN) 

The unit of currency in the Chinese Republic is in principle the 

" yuan .. bu~ besides this there is another unit known as the "tael." 

The tael was originally a unit of weight but at one time there was a coin 

unde~ 'that name in circulation. Subsequently paper money was issued 

under the same unit and more widely circulated than the coin. Atpres· 

ent the tael is no more than the name of a unit. 

The tael unit is principally used in the open ports of China. In 

Shanghai, for instance. a small transaction is conducted according to 

the silver dollar unit but practically all transactions on a large scale are 

carried on according to the tael basis. In other words. the tael is adopt. 

ed for all foreign trade at Shanghai and the party who wants to buy 

gold dollars. must first convert the silver dollars he has into tael and buy 

gold' dollars with that. In case he wants to sell gold h~ must h~ve the 

gold first converted into tae! and then he will receive silver dollars for . ' 
it. 

The origin of the tael is very old. Its use has been decreasing 

as the yuan has been gaining in popularity. This ten~ency is due to the 

inconveniences of having two standards of currency; at the same lime 

the Chinese government intends to abolish the tael unit and gradually to 

adopt methods of calculation according to, the silver dollar basis. Ac

cording to an investigation into the 46 old and new leading banking 

.nouses in China. 31 of them indicate the amount of their capital by yuan 

and 15 by tael. the ratio being two to one in favor of the yuan unit.' 

The national economic conference held at Shanghai under the 

auspices of the Cbinese government in the middle of 1929 also adopted 

a resolution demanding the abolition of the tael aQd the adoption of the 

L General""",,, of the problem of reform of the c:urreacy ~ of CbiDa: 
Tokuyae&l TaDalu, Reoeudl report No. 18, Yokohama Specie BaDlt, peg. 111. 
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yuan unit in its place.' 

The tael unit was also according to th~ decimal system as follows: 

1 Liang is equal to 10 Chien, 1 Chien is equal to 10 Fen and 1 Fen is 

equal to 10 Li.' 

The tael unit like the yuan unit is not uniform. There are various 

kinds of tael and, as its weight is often fixed according to custom and 

not by law, it is difficult to know its exact weight. 

,/" The tael weighs approximately from 500 to 600 grains, or from 32 

to 39 grams. As its quality differs according to the locality in which il 

was produced, it is practically impossible to make any comment on it. 

The principal 'variety of tael are the Shanghai (..I:.f¥) tael, the Haikan 

(f¥IlII) tael, the Kupin (Jili1J') tael and the Tsaoping (V2Jt) taeL The 

sycee is the concret~ form of the tael unit.' 

It.is very difficult to define the meaning of the word currency hut I 

clear understanding of it is essential, particularly in discussing thE 

present condition of Chinese currency. In a country like the present· 

day China, where there is no currency system in the sense in which thl 

word is used in various European countries, small localities mal 

have their own currency. The inclusion of such special cases un 

necessarily enlarges the general idea of the term. Speaking of cur 

rency here, it is understood merely as an instrument for exchange. and 

therefore. a measurement of value and a means of payment. It is stil 

difficult to determine what is really meant by the general nature of cur 

rency. but it is possible to give the following table, taking the coinl 

used as currency in the districts facing the coa~t lines and rivers as th, 

major districts and the small cities in the hinterlands 8S minot districts 

1. 0 A CODSideration of the reform of the currency system by Prof. Kemmerer: ' 
Edward KaDD, Shanghai weekly, July 16, 1930, page 7. 

2. 1 Liang CIl) •• : ••• T.e1. •••••••• =10 Chien. 
1 Chien CM) •••••• Mace ....... =10 Fen.' 
1 Fen (~) •••••• Cand ... eeD=10 Li. 
1 LI CM) •••••• Casb. 

3. This subject will be taken up ill greater detail1ater. 



I-MINTED CURRENCY 

A. Silver Yuan (silver dollar) 

(1) Yuan Shih-kai dollar (Sun Yat-sen dollar). 
(2) Mexican dollar. 

(3) Other kinds of silver dollars. 
B. Silver coin. 

C. Copper coin (copper yuan) (lillie). 

D. Copper penny (3til. l/iIl£l). 

ll.-BANK NOTES 

The paper money like the coin is in a state of confusion. It !lIso is 
issued according to the yuan and the tael as well as the foreign units. 

The paper currency can be classified under the followlng'heads: 

1. Bank notes issued by the Central Bank of China. (~IiII"'*.ff) 

2. Bank notes issued by local banks and government organi· 

zations. 

3. Bank notes issued by foreign banks. 

4. Bank notes issued by private banks. 
S. Notes issued by industrial and other organizations and by 

private persons. 

Each item given above will be considered briefly in order. 

I.-MINTED CURRENCY 

A Silver Yuan (silver dollar)' 

The silver yuan. or silver dollar, may be regarded as the standard 

currency in ChinL There are many kinds which have developed with 

the growth of forei~n trade, some of them foreign coins and others 

copies of foreign models. 
According to the National Currency Ordinance issued in the th ird 

year of the Chinese Republic, the right of minting coins belongs to the 

L The ailver YUaD is called TGiy...,. (;I.:if.). 
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government (Article 1). The old silver mint (1l5e~) was abolished 

consequent to the establishment of a new minting system in the same 

year, and new mints were established in Tientsin(~iIt), Wuchang(itm), 

Nanking, (ifj:J;O, Kuangchou (Jlffl) , Chengtu (~fIIl), Yunnan (!!1i1i) , and 

Fentien (*~). They were maintained directly under the Finance 

Ministry with the Tientsin mint as the principal institution, and the 

Chinese government planned to issue the well unified silver dollar. 

Tbis plan, however, was not carried out because of the lack of unity and 

stability in the condition of the country. Taking advantage of the 
situation, each provincial government continued to mint its coins for its 

- own interest, making the currency system of China all the more con

fusing. 

(1) Lungyang (lIifi'l). Yuan Shin-kai doIlar and Sun Yat·sen dollar. 

The Lungyang was minted in various sections of the country before 

the Sun Yat-sen dollar was brought into being. There are many kinds 
of them and the quality differs accordingly, causing considerable incon

venience due to tbe diffence in their value on the money market. The 

coin, however, has been reminted and its number is decreasing.' 

Investigation of the quality and weight of Lungyang (By the Osaka 
Mint) 

Name of coin Weight 
Hupe kU8llg8u tung pao •••• ..;. •••••••••••• 414.9372 grains 

1I1I:fI:1tIl"m!lf 

Quality Pure Bilver 
899.8 1273.9049 grain. 

(6.4516 momme) 

Hunan kuangsu tung pao .................. 413.20108 grains 895.0 369.81496 grains 
lI1Iii1t.ilIi!lf (6.~904 momme) 

Chiaagaaa suantuag tung PlIO ...... M ••• 415.651708 grains 9:>0.0 373.54653 grains 
____ tJ:~ii.::tlliil!lf , (6.454684 momme) 

1.· The Lungyaag coin bears on Its face tbe figures indicating kupin Ol'P'), seven 
chiao and two fen, but its quality is IIl¢ uniform, wltb the result that the price 
often 11_ For iDstance, the principal Lungyaag in circulation in 
ShaDghai are. 

KuaDgSU yuan pao minted in KuanluDg province ...... (JI .... 1t.'iC!If) 
SuanluDg yuan PlIO ...... (. III ;C !If) 
Kuangsu yuan PlIO minted in Chiangaan prOviDce •••••• (ttlli.iI~.jj;!If) 
Kuaagsu yuan pao minted in Hupe province ............ (II1I1l:.ifl~.jj;!If) 

9 



In~estigation Conducted by the Mitsui Bank 
Name of coin Weight Quality Pure silver 

376.1466 grains 
(6.4998 momme) 

Hupe suantung tun pao ..................... 417.2453 grains 901.5 
j!lJ:ltiLaiIUlf 

.. Study on China" by Kesau Tsuchiya. 

The Yuan Shih·kai dollar. The Yuan was coined in order to do 

away with the inconvenience caused by the differents kinds of Lungyang 

(lIli#). It was first coined in December of the third year of the Chinese 

Republic according to the provision of the national mint ordinance pro· 

claimed in that year. The quality of this silver dollar is about 890 and 

the weight is kupin seven tsien and two fen, corresponding to six tsien 

and four fen of kupin pure silver. The popularity of this silver' dollar is 

due to the fact that spurious coins are few, the qual~y is comparatively 

good and the weight is uniform. The reason for calling it popularly the 

Yuan Shih·kai dollar is due to the fact that it has the head of Yuan Shih· 

kai on one face. 

Investigation of the quality and weight of the various kinds of 
Yuan Shih·kai yuan by the Mitsui Bank . 

Year and name of mint Weight Q.udity Pure silver 

Third year of Chinese Republic Nanking mint ... 7.17 895.5 6.4207 
ifj :GI: lfI til' • momme momme 

Eighth year of Chinese Republic Anching mint ... 7.21 862.5 6.2186 
~ II! lfI til' • momme momma 

Ninth year of Chinese Republic Wuchang mint ... 7.15 .89(1 6.3'713 
It"lill. momme momme 

Tenth year of Chinese Republic Cholltsiu mint 
Hangchau ... 7.13 888.5 6.3350 

~ fII il til' • momme momme 

Average ........................................................ 7.165 88Y 6.3364 
momme 

.. Study on China· by Kesau Tsuchiya 

The Sun Yat'sen dollar is issued in increasing quantities in place of 

the Yuan Shih·kai dolIar and receives its name from the fact that it bears 

the head of Sun Yat·sen on one face. Another name for it is the 

Chungshan ('" 1lJ) dolJar. It is in circulation at present along with the 

'Yuan Shih·kai dollar. 
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Investigation of the quality and weight of the Stanchung 
dollar by the Osaka Mint 

Weight Quality Pure silver 
A ............... 7.16 DIDJIlI!18 886.1 6.344 momm .. 
B ............... 7.11 momme 890.1 6.328 momme 
C ............... 7.17 momme 888.6 6.35 momme 
Average. ..... 7.146 momme 888.6 6.35 momme 

.. Study OIl China· by Kesau Tsuchiya. 

(2) Mexican dollar 

The Spanish dollar was introduced into China in early times as a 

result of the trade relations between the two countries. The Mexican 

dollar came to China when Mexico, a producer of silver, began to export 

silver c.oins to the Orient, and by the middle of the 19th century it 

replaced the Spanish dollar. 
Mexico adopted the gold standard in 1904 and subsequently pro· 

hibited the export of the Mexican dollar, but the silver coins still circulate 

in China to some extent. At present they are in circulation in Cheh· 

chiang (lIJiil:) and Shanghai. They are known in that country as 

Yingyang (lajf:) or Yingyang (Jijf:). 

According to the regulations of 1892, the ratio of silver in the coin 

should be 903 parts to 1,000 and its weight 417.85 grains. The silver 

contained in the coin, therefore, must be 371.31855 grains, but in reality 

the Mexican dollar in circulation is generally inferior to the standard set 

by the regulations. According to an investigation made concerning the 

quality and weight of the Mexican dollar in circulation iIi about 1890. 

for instance, the weight and quality, though not far from the regulations 

mentioned, was not uniform, as shown in the following table: 

Qualit'l 
Weight 

The quality and The actual quality 
:;e:et.:;::..~ and weight 

90311,000 th. 902.511,000 th. 
417.85 grains. 415.509 grains& 

-- .I~ 

DifI'erence . 

0.5 inferior 

2~\ighter 



(3) Other silver dollars 

The other silver dollars which are in circulation in China are the 

Hongkong silver dollar, the Japanese silver yen and the Saigon dollar.' 

Of these the Hongkong dollar is most widely circulated, the chief 

districts being Fukien C-J, Hopei (jIlJ';ft), Paoting (OOE), Shangsi 

(1lJ~), Shantung (IIIJIt) and Shensi (~~). The Japanese yen is circu

lated in Fukien [Amoy (/Il'~J and Fuchou CUffl)] aud Changsi [Chiu

chian (;lLiJ:) and Nanchan (mS)], while the Saigon dollar is common 

in Yannan [Kunming (./!II)m-

(8) Silver Coin 

The silver coin was minted as auxiliary coin of .th~ silver dollar 

(silver yuan) which is the standard coin used in all small transactions. 

rhis auxiliary money was coined freely by each provincial- government 

and its quality degenerated. At first the provincia,! government 

lttempted to maintain the corrupt auxiliary coin at the same rate of 

ralue as the silver yuan but ultimately this attempt failed, with the 

~ult that the price fluctuated with the quality, the weight and with other 

:ircums~nces" 
(C) Copper CoitU (coPf!et' yuan) 

The copper yuan is widely circulated in China and, commonly used 
1:1 ordinary transactiona except in Manchuria. In tbe third year of the 

:hinese Republic, an effort was made to unify the weight, quality 

IDd ~pe of the copper yuan, limiting the number of mints to those of 
lentiea C$]I{), Nanking (~), Tientsin (]I{llIt) and nine other mints. 

lut the government was unahle to enforce its order, with the result that 

11 the provincial governments today maintsin their copper coin mints. 

L The Saigon cIolIar c:omt.aiM ~ 378 grains of pure eiJv .... 
Z. Siace Dr. SlID Yat-aen'a time corrupt 2 cbIea (jI) ...ms were iaaued from the 

_CaJmm Mint. Tl>o""'" Ia true with tbe AadIins Ut.1I) MiDt. See It. 
Toucbifa', u StudJ em Chiua." page 15. 
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In China at present there are copper coins of 1 fen (:Sl-) and 2 feD 

in addition to 50 we:n (X). lOa wen and 5 wen, or half a copper coin, 

None of them, however, is widely circulated in China. Their value al 

against the silver ,yuan constantly fluctuates. The fact that the valul 

varies with the mint in which it was coined has the same results as ir 

the case of the silver yuan.> 

CD) Seisen (ttJ£l) 

The Seisen is made of copper and brass and used to be the prmcipa 
coin. It is in circulation at present only in Szechuan (IlllJII)and Kan61 
(itlilll) aud is gradually being replac!"d by the copper yuan. This ~ 

largely due to the fact that the material used in the Seisen, was exportel 
when the price of copper'rose at the time of the world war in 1914 
The -qariety of copper coins may be classified as follows: 

a Chih·tsien (ttJ£l) 

b Puer-tsien ('lUll.) 
c Yang.tsien (H) 

d Ku-tsien ("i!i.) 
e Szu·tsien (fL£l) 

f Foreign-tsien (9I-liIli!l)' 

BANK NOTES 

As in the case of minted currency there is no unity in the conditio: 

of Chinese paper money. Those bills which were issued by the goven 

ment, by various public and private banks, by military officers and b 

foreign banks are circulating in a hopeless confusion and are constant!' 

subject to fluc,tuation.' 

1. 10 Maocburia there is little Cbioese copper mooey in circulation. IapaDe< 
copper lIIDDey ia circulated in !be /eased territary and along !be Maochuria 
RaUWlIf. 

2. Kimura, Masutaro, "Study 00 Cbioa,D Chinese Cllrreocy System, page 278. 
3. Tile _ of paper CIIrl'eDQ' began 10 !be SuDg ute) pedaL 
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The Chinese paper note may be classified in three groups accord· 

g to the ~ree different monetary units as follows: 

1 According to the yuan unit. 
2 According to the tael unit. 

3 According to the foreign money unit. 

As there are the yuan and tael units in coins, there are two corres· 

mding units in the paper currency as they represent one or the other 

nd of coin. In addition to this there are foreign banks with main or 

anch offices in China which undertake to issue bank notes. Some of 

ese foreign banks issue their notes according to the Chinese unit, 

ilile others adopt the unit of their own respective countries. The 

)Id and silver yen bank notes issued by the Bank of Chosen and the 

okohama Specie Bank and circulated in the Liaotun (D) peninsula 

ld along the Manchurian Railway zone are examples of the latter. 

le gold yen bank notes are convertihle either to gold or to the con· 

rtible notes of the Bank of Japan, and they are on the whole recognized 

on a par with the Japanese yen. 

The paper money issued in China can be classified under the follow· 

~ heads: 

1 That issued by the Central Bank of China ("'~ilm). 

2 That issued by the Central Government and hy the local govern· 

ments. 
3 That issued by private banks. 

4 That issued by industrial and private concerns. 

(A) Central Bank Note 

The note of the Central Bank may be regarded sa the most impor· 

It among those issued by various financial organs maintained by the 

vem~ent. The Central Bank was organized according to the revised 

'ntr~1 Bank regulations issued 0'; October 6, 17th year of the Chinese 

;public and is under the supervision of the ChiDese Central Govern· 
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ment. It was established on November 1 of the same year and thE 

installation ceremony was held in the presence of General Chiang Kai· 

shek. 
The bank has a capital of $30,000,000 silver of which $20,OOO,OO( 

silver is paid up, a short term loan being Boated in the 17th year of thE 

Chinese Republic. The paper currency was issued on October 26 oj 

the same year according to the provision of the act concerning Centra' 

Bank convertible notes in the Central Bank regulations. 

The main office is maintained in Shanghai with branches in Nankin! 
(JtjJi() , Hankow (ilil=l), Kuangtung (I'V!!'), and Tientsin (;J;;llIt). ThE 

first Governor of the bank is Mr. Sung, Tzu·wen (*'f::t), the Ministel 

of Finance of the Chinese Republic, with Mr. Chen Yen as Vice-Governor 

The special righ Is with which the bank is invested by the Central Govern 

ment ~re (1) the right to issue convertible notes, (2) the right to min 

coins, (3) the right of being the agent for handling the money of th, 

national treasury and (4) the right to Boat domestic and foreign loanl 

and to accept the same. 

The regulations for the issuance of convertible notes by the Centra 

Bank are approximately as follows: 

Regulations regarding the issuance of confJertible notes 
by the Central Bank (proclaimed on October 26, 

the 17th year of the Chinese Republic.) 

Article 1. The Central Bank shall establish a special bureau to issul 

notes convertible to the standard coin according to the pro 

visions of the first section of Article 5 and Article 13 of thl 

Central Bank regulations. 

Article 2. The Central Bank notes must be supported fully by a reserv' 

fund of 60 percent in specie and 40 percent in securitl 

reserve. The actual coins and bullion must be held as th~ 

specie reserve, and for the security reserve negotiable note: 

such as issued by the financial department of the govemmen 
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or guaranteed by it,· and reliable short term commer~ia1 
stock share may be appropriated • 

. rtic1e 3. The denominations of the convertible note issued by the 

Central Bank shall be one yuan, five yuan, ten yuan, 6fty 

yuan and one hundred yuan. The Central Bank may issue 

auxiliary notes according to the demand of the money 
market. .-

.rticle 4. The convertible notes issued by the Central Bank may be 

used £orpaying taxes. public obligations. debts and for all 
other purposes • 

• rticle S. The denominations and designs of the Central Bank con· 
vertible notes shaH be presented to the government for 

inspection and duly published by the government before 
they are issued . 

. rticle 6. When the Central Bank is fully prepared to issue its con· 

vertible notes. it shall be required to publish each time the 

number of notes to be issued and the amount of reserve 

fund for them • 

. rtic1e 7. When a Central Bank convertible note can no longer be 

used on account of being soiled or damaged, the owner of it 
may demand its exchange for a new oneat the Central Bank. 

rticle 8. Anyone guilty of counterfeiting Central Bank convertible 

notes or of inBictiJ:1g damage to its credit shall be severely 

punished. 
rticle 9. These regulations shall be submitted to the government by 

the Governor of the Central Bank and shall be duly sanc

tioned by· him. 
rticle 10. These regulations shall be enforced from the date on which 

they are sanctioned. 
Accordinll to these regulations, the Central Bank holds a con· 

lerable amount of silver reserve. having 60 per cent of specie reserve in 

lver for the convertible notes it issues. 
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The Chinese government had previously attempted to establish a 

bank under the same name but the undertaking was unsuccessful because 

the capital was in the form of loans and not actually paid up, with the 

result that the convertible notes failed to function evenly for the bank 

lacked credit. The convertible notes issued by the present Central Bank 

however, have heen apparently gaining credit. At present the sphere of 

their circulation extends from. Tientsin (Xi4t) in the north to Fuchou 

(lIiIlIH) in the south and all along the Peping.Hankow railway. 

(B) Paper Currency Issued in Each PrO'Dmce 

Besides the paper currency issued by each provincial bank, notes are 

also issued by a government controlled Bank, or by the so-called Currency 

Bureau. (1r.~, 1r~1.\1) AI.though these organs are not alike, chiefly in 

their handling of either silver or copper, they take charge of public 

money, accommodate loans and at the same time issue paper notes with 

their holdings as reserve. Practically all the notes issued by these esta-' 

blishments depreciate in value because of inflation and a lack of resprve 

fund. The Fentien piao ($j(~). Kirin tiao (W#1rtli). Helungchiang 

tsien piao (l!lIliJjl~) and the Harbin and Kirin silver dollar convertible 

notes are some of the outstanding examples of this. 

Besides this there are a number of semi·official banks which also 

issue convertible notes. Some of these establishments are: 

Jeh-he Development Bank . 
Liaoning and Three E,!-stern 

Provinces Bank • 
Chiangau Bank. • 
Chehchiang Bank. 
HopeBank •• 
Republic Bank • 
Hunan Bank· • 
Kueichou Bank 
Kuangsi Bank • 
Honan Bank 

L Hamada,s .... ~tDq ChiDa,u page 1029. 

-., -

1I.~!if.ft 
iI fi II ft 
fl1i iI • ft 
iPI :It .. ft 
~ !iIII .. ft 
l'!II Jfi .. ft 
1It 1+1 .. ft 
/'Jf l!!i .. ft 
iPI Jfj .. ft' 



(D) The Issuing of Cowoertible Notes by Private Banks 
(Special Banks) 

The convertible notes issued by private banks in China, which are 

known as special banks with a right to issue notes, are able to maintain 

their status. Instances of depreciation of the notes issued by these 

banks are very few. Some of the special banks of this status are (1) 

the Chinese Bank (<fo~fj), (2) the Communication Bank (~lIIiijlfj), 

(3) the Hypothec Bank (Ib$lijlff), (4) the Sinhua Savings Bank 

(Miiliijlfj) , (5) the Salt Bank (!!$lijlff), (6) the Agricultural 8nd In

dustrial Bank (AXijlfj), (7) the Chinese Commercial Bank (<fo 1iIIj!ij~ 
ijlff), (8) the Hengyo Bank (i!$lijlff), (9) the Agricultural and Com

mercial Bank (j!ijll!tijlff), (10) the Mongolia-Thibet Bank (~fi) 

and (11) the Chih·dien Bank (JiliUfi'). 

The special banks mentioned above are established each for 

its own special purpose according to its independent regulations. 

They all have the right to issue convertible notes but most of the notes 

are issued by the Chinese Bank and the Communication Bank. Both 

banks have a long history, the Chinese Bank being formerly the Taishin 

Bank and the Communication Bank having been established early in 

the former Shin period. 

The Chinese GovernlT.ent issued regulatia"ns on April 16 in the 

second year of the Chinese Republic and again in April of the following 

year, making the Chinese Bank and the Communication Bank respec

tively semi-official organi.ations. When the nationalist government was 

established the government proclaimed an ordinance in October, 17th 

year of the Chinese Republic to aIlow the Chinese Bank to serve 88 8n 

organ of international exchange and another ordinance on November 16 

of the same year to make the Communication Bank serve for the pro

motion of industry. 

(D) Convertible Notes Issued by Foreign Banks 

The presence of foreign banks in China has 8n important signi-
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ficance in the present condition of the Chinese money market. Witb; 

out the foreign banks the commerce of that country would suffer all 

kinds of difficulties and inconveniences. The business of the foreign 

banks is conducted, chiefly in the foreign settlements and the foreign 

notes are issued by the special permission of their respective govern

ments backed by their own financial interests. The -foreign bank notes 

have great credit among foreigners as well as among Chinese people 

and are widely circulated among them. The foreign banks' in China 
are (1) The Hongkong & Shanghai Banking Corporation, (2) Jhe Chart

ered Bank of India, Australia & China, (3) The You-Ii Bank (;ff~J:mft), 

(4) The International Banking Corpo~ation" (5) The Mi-feng Bank 
(~ •• :ft), (6) The Tungtang Huili Bank (:llttii!lilll!iI!:ft), (7) The 

Chungfa Commercial Bank (IPU*:mft), (8) Le Banque Belg~ 

Pour l'Etranger, (9) The Holland Bank, (10) The Yokohama Specie 

Bank, (11) The Bank of Taiwan and (12) The Bank of Chosen.' 

"The units of face value indicated on the convertible notes issued by 

these foreign banks are classified under (1) the Chinese currency unit 

and l2) foreign currency units. Of the above mentioned foreign banks 

The Hongkong & Shanghai Corporation, The Chartered Bank of India, 

Australia & China, and Le Banque Belg~ pour l'Etranger issue COnver

tible nQtes according to the Chinese currency unit. On the other hand, 

The Bank of Chosen and The .Yokohama Specie Bank issue their con

vertible notes according to tbe gold and silver yen unit. These notes 

are circulated chiefly in the Liaotung peninsular leased territory and in 

the Manchurian Railway zone. 

These bank notes maintain a uniform value and are exchanged at 

1. The foreign bank. handle deposits, loans, money orders and gold and silver 
bullion. -

2. The International Banking Corporation was merged with the National City 
Bank of New York in 1927. 

3. The Bank of Chosen has the right to issue notes only in Manchuria. 
The Hua-nge-tao-pang Bank <.mill.llfT) wlW:h is under the joint manage
ment of Japan and China also issues paper notes. 



par ·whenever presented. For instance, the Japanese gold yen note can 

be converted intet gold or exchanged for the convertible note of the 

Bank of Japan whenever presented, and it circulates as freely as the yen 

in Japan. The silver yen·bank note is exchangeable for a silver yen piece 

or its equivalent and circulates as freely as the Chinese silver dollar. 

The bank notes which are issued by the British banks in Hongkong 

may be included in this category. They are circulated in Kwantung 

(lM)!!.) and its neighborhood and are convertible to the Hongkong silver 

dollar. 

CE) The Convertible Notes Issued by Industrial and Other 
Organizations and by Private Parties 

Besides those mentioned above, there are checks issued by the 

Chinese banks of the new model A kind of paper money is issued by 

various institutions. There are Hui-huochuang (!lilil!lllE), Tiao-ta (~) 

and Su-tui (ti) of Tsien-chuang (U), situated in Shanghai (J:.~), 

Ningpe (lItilt), Chenchiang CI/Ilil:), Nanking (JfjJl(), Chiu\!hiang (jLil:), 

Shashih (tllif;), Amoy (11m, Shantou (illfmU, and Cheefu (;l~). 

Yin-haa (fUI!) is called either Iuheng Yinhao (Afm!~) or Chingsiao 

Yinhag (MUil) wben there is a trade guild. In Hangchau (~ffl) it 
is called Yin-chuang (iHlIE). Yin·hao <U) isaituated in Kwantung 

(lM~), Tientsin (~j!f!:) and Peping (;It'!'). Tsien-chuang and Yin-chuang 

(~lIE and .~) handle deposits. loans, exchange, d.\$oount and transac

tions concerned with the silver yuan IIBd at the same time issue Chuang 

piao (lIE~). Chuang piao (lIE~) is a blank promissory. Dote issued by 

Tsien-chuang and Yinchuang (0 and iH~), old fashioned banks in 

China. The bearer may not only exchange it for cash UpOll tbe eXpH-atioD 

of the term but may transfer it without the endorsement ef 'lhe party 

00ncemecl. 
Besides these, which are similar to paper currency, notes are issued 

by factories, mines and otherpuhlic organizations and chambers of com

merce. There are man,. kinds of them but th. circulatioa .is local 



and the amount of issue is limited. 

Tael 

The tad is th~ other currency unit differing from the yuan unit. 

This currency unit originally developed from the weight unit. It as

sumed the form of coin and paper currency, bu~ in due time tbe tael 

paper notes became far more widely circulated than the tael coins. At 

present the tael is no more than a nominal unit. As in the case of the 

silver yuan, there are many kinds of tael and it is difficult to know ac· 

curately their exact weight because of the fact that they are regulated 

according to custom instead of by law. , Tbe following are the principal 

tael: (a) Haikwan tael (mn), (b) Kupin tael ($2Ji), (c) Shanghai 

tael (J:lftj;) , (d) Kuanning tael (IBiJll). (e) Tsaopin tael ('I"2Ji). 

(f) TIentsin' tael (7i:l4t), (g) Peking tael (:ltJlt) , (h) Hankow tael 

(iI!ll), and (0 Niuchang tael ('I'JS:). 
The first four are the most important. The kupin tael, for instance, 

is regulated by the government and is used for the payment of taxes, 

being the standard unit allover China. It is difficult to know the exact 

weight of the unit, but according to the regulations of the nationalist 

government issued in the third year of the Chinese Republic, the weight 

of 1 tae! is as follows: 

Kupin 1 tael 575.629032 grains 

37.301 grams 
9.946869 momme 

The Kaikuan tael is used for the payment of customs duty. It was 

adopted for that purp'ose in connection with' the Sino·British commer

cial treaty, which was revised in}une,1858, to avoid inconvenience caused 

by the variety of ta~l in calculating the customs duty at the open port. 
The following in a table showing the value of the customs tael = 

Customs tael 681.47 grains 

37.68' grams 
• .... 10.0478 momme 



The Tsaopin (11 if) tael is the one used by the people in general. 

as the standard coin but its weight differs according to locality. Even 

in one locality it is not always the same. For instance. the Shanghai 

tael is a kind of Tsaopin tael. The Shanghai tael is not always uniform 

but its weight which is generally accepted as standard is 565.697 grains 

corresponding to 9.775244 momme in Japanese measurements. 

We have seen that there are many kinds of tael. but in general it 

may be said that it ranges in weight from 500 to 600 grains or from 

32 to 39 grams. 

The value of the tael is standardized by the Wenyin (~.) as the 

standard silver coin. but the value of the Wenyin itself sometimes 

differs according to locality. It is practically impossible. therefore, to 

fix the quality of silver when the quality of ev~n the standard silver coin 

is not accurate. 

Thus the tael was originally a weight measurement but has come 

to be used as a unit of currency. The actual form of the coin is called 

a sycee. The sycee is named from its shape which is like that of a 

horse·shoe. The sycee is not uniform in weight and is equivalent in 

value to a sum ranging from 49.85 to 50.10 tsaopin tael. Each sycee is 

inspected at the office (:ruti/iU) and its quality and weight are determ~ed 
there for circulation. Its quality is determined by comparing it with 

the wenyin as a standard and th~ a~o~ni or" pr~ium is fixed according· 

ly. A silver piece of 50 tael' in' w~ight 'with the addition of three 

tael as premium (IJI*) more than the·~enYin.· or in other words silver 

with a premium of six percent is considered pure silver. It may be said. 

therefore, that the quality of wenyin silver. which is the standard silver. 

ia one hundred parts of silver to one hundred and six, or 943.4. 

The sycee is circulated chieBy in Shanghai, Hongkong and Tientsin, 

md is more popular in Shanghai than anywhere else in China. The 

~anks in Shanghai, irrespective of their nationalities. hold a greater part 

~f their silver reserves in sycee. SmaIl transactions in that city are 



done in silver dollars but the tael is adopted for practically aU large 

transactions. 

The face value of a check is usually indicated in both tael and silver 

dollars, but it is generally admitted that it would be more convenient if 

the value were indicated by the taei unit only, thus avoiding trouble in 

converting it. 

Foreign trade in Shanghai is conducted in tael. If a person wishes 

to buy gold dollars, he must first convert his silver dollars into tael for 

the transaction. Likewise a party who wants to sell gold dollars has to 

convert them into tael in order to get silver dollars for them. This old 

practice of calculation according to the. tael unit, however, has been 

gradually going out of fashion. 

There are three sizes of sycee. One which is generally called the 

sycee weighs about 50 taels and is known as Yuanpao Yin (:itJUH). 

The medium size sycee is called the Chunting (lfIiil) and the smallest, 

the Siaoke (IN!!!). 

Unlike the silver yuan the sycee is cast at silver smelters which are 

operated by private concerns. At present there are 22 silver smelters in 

Shanghai each maintaining eight small furnaces. It is said that one of 

these smelters casts each day about 400 sycees of approximately 50 taels. 

This means that the aggregate capacity of the 22 smelters in casting 

sycee a day is approximately 400,000 taels, t~e capacity of each smelter 

being about 20,000 taels. 
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II 

THE SPECIAL FEATURES OF CHINESE CURRENCY 

The general description already given of the cross section of th 
Chinese currency system is sufficient to show that the Chinese currenc 

system is quite different from those obtained in Japan and in variou 

countries of Europe and America. A further study of Chinese currenc 
wiJI reveal several particular features which cbaracterize the Chines 

currency system. 

(1) The Silver Standard of the Chinese Currency 

The first thing that attracts our attention in the study of Chines 

currency is the silver standard on which the Chinese. currency systen 

is based. Instances in the past showing that the nations of the worl, 

used the silver standard as the basis of their currency systems are no 

rare, India, Mexico, the Panama Republic and the Straits Settlement: 

having adopted it at one time or another. Japan also used it befor, 

she adopted the gold standard. It is not at all strange, therefore, tha 

China has a silver standard, but the reason for pointing it out as I 

special feature of China's currency system is that China alone slil 

adheres to this antiquated custom of the silver standard in spite of th, 

fact that all the leading nations of the world as well as other lesser coun 
tries have shifted from the silver to the gold standard. In other word! 

the silver standard of the Chinese currency must be observed agains 

the background of time. 

The barter as the first method of exchange in economic sociel) 
developed from a direct exchange to indirect exchange according to Ihl 

degree of acceptability of the commodity with which the primitive tradE 

was conducted. It was natural that a commodity currency should bl 

brought into existence as a medium of trade in connection with this 

development. 
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Any kind of commodity with a fixed value served as currency, but 

in the course of circulation metal finaIly won its supremacy as the best 

material for currency use. This was due to the particular nature of 

metal as a suitable ,means of currency for circulation, but the coin 

system as practiced at present was sti1l far from being conceived at that 

time. 
Trade was conducted in those days by the so·caIled system of' 

currency by weight, each piece of metal used as a medium of trade 

being examined and weighed at the time of exchange. The appearance 

of the coin currency meant the first step toward the unification of the 

disordered currency. This improvemen~ was first wrought in a form 

of paraIlel standard system. Under this system, many kinds of currency 

were put into circulation, leaving the valuation of the metal currency 

to their relative values on the market. The system is a very liberal one; 
indeed, but it must not be understood to be the same as that of the 

present day currency system. 
With the gradual development of this currency system, however, 

a method of fixing the relative value of those coins (such as, for in

stance, gold and silver) by law instead of leaving it entirely to the 

quotation of the market, was initiated. ,The currency system of France 

in the l~th century was based on this gold and silver standard system. 

But a free minting of coins on the basis of this bi·metallic standard of 

gold and silver led to an inflation of silver coins when the value of silver 

was depreciated, and consequently caused a hindrance to a smooth circu. 

lation of currency. As the result, the free minting of silver coin was 

prohibited, the limping standard being adopted. France adopted this 
method in 1876. 

Although the limping standard had developed thus from the bi· 
metallic standard, it was really more of a gold standard than a bi·metallic 

standard because the particular feature of the bi·metallic standard was 

lost. Then Great Britain adopted the gold standard in May, 1816, 

abolishing silver coins. The nations which had been carrying on 
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foreign. trade with the maritime nation desired to use the same standard 

:01) the sake of convenience. But the depreciation m the valu~ of 

,ilver and the pessimistic prospect for the output of gold furnished ad

iocates of the bi-metallic standard with a plausible reason for opposing 

:he gold standard, thus obstructing (or a time the movement for a 

:hange from the bi-metallic to the gold standard. In due time, how

!ver, the increase m the output of gold turned this tide of the situation 

.n favor of the gold standard. The history of currency m Europe np to 

:he outbreak of the World War, therefore, may be regarded as a bistory 

)f the development of currency toward the gold standard. 

With the outbreak of the World War in 1914, the nations involved 

n the struggle as well as neutrals stopped the conversion of paper 

10tes to, gold directly, and mdirectly prohibited the export of gold, with 

:he result that the gold standard system ceased to perform ita purpose, 

When the relation between the gold and paper currency was thus 

!evered. the gold standard. bamg lost· its significance. had become a 

nere matter of name, and the nations of the gold standard were in 

eality converted mto countries with non-c:onvertible pap« DoteS. 

When the armistice was declared and the war was brougilt to aD 

>nd, the first consideration for all nations concerned was the readjust

nent of non-c:oDvertible paper currency. In 0t!'er worda the fint con

:erB of the nations was on what basis their currency ayslelllll should be 

'eestablished. 

10 the face of this fact. some of the people advocated the restora· 

ion of the gold standard. while others, declarmg the futility of the gold 

tandard. insisted OB the paper currency standard. What actually oc' 

:urred was that the nations concerned made all possible effot1s to return 

I) the gold standard, aod not only have they suc:c:eeded in thia attempt 

,ut those countries which were not OD the gold atandard before the 

,ar. have adopted it. 
It is true that there is a certai. diff~e m form betweeD the gold 

tandard practiced before the war and that used aiDce the war. but both 
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aN nevertheless the gold &taDdard. Viewed Rom the perspective of 

history, the gold standard has attained its highest possible developmemt. 

Despite this tendency in the currency system the world over, the fact 

that the silver standard though nothing unusual in itself, is stiil main

tained by China, does not fail to be Olle of the special features of

China'. currency system. 

Whyie it that China alonesbould maintain the old standard, 

utterly ignoring the exigencies of the time, when there is a general 

tendency in the development ef the currency system ~ward the gold 

standard? A ,consideratimJ of this question shews the ileceaaity of 

• studying the relation betweem the develqpment of capitalistic economy 

and the gold standard. 

The preduction of commodities for commenial purposes is one of 

the features of modern economic conditions under capitalism, but this 
is possible only 011 the basis of currency .. economy." In other words, 

it is possible for capitalism to develop properly only when it goes hand 

io hand with a perfect currency system. 

The adopting of the gold standaTd by Great Britain'in 1816, though 

it might have been inevitable aa the lIatural course in the dev.e1opment 

of the currency system, :"as an epoch making event io the bistol"yof 

the standardization of cllrrlmcy. 'The adoption of the gold standard by 

Great Britain, the nation ~hich held the supremacy a& a maritime cOUn

try, expedited the movement for the rest of the' !l8tions to adept the same 

sta'ndard. For the development of capitalism for mass production 
goods must necessarily find markets abroad. It was simply II matter of 

necessity for the nations, therefore, to participate ill the international 

commerce. In the face of this fact it was impossible to ignore the gold 
standard system' of England. The gold standard was, io fact, the condi

tion upon which all nations participated in the economic world. 

The gold standard is recognized as necessary not only es the 

medium of settling international accounts bnt alSCII because it provides 

domestic industry with a cnrrency of constant ~alue which. is an 
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obvious necessity for a society engaged in the production of com· 

modities for commercial purposes. The political confusion in C'hina, 

indeed, has been a serious obstacle for the development of economic 

life and the development of capital in ~hat country under such conditions, 

cannot but be very slow. Nevertheless, the fact that China, which 

has been making earnest efforts to have herself recognized in the comity 

of nations, is stilI contented with the silver standard, is an exceptional 

case, for China thus isolates herself from the rest of the nations in the 
movement toward the adopting of the gold standard. 

Another feature of the Chinese currency system is the Chinese 

love of silver. It is a well known fact that the Chinese people have 

cultivated a singular sentiment for silver, and they would accumulate 

their wealth rather in the form of this metal than in any other form. 

The fact that Chinese laborers in mines, railways or industrial factories 

like to have their paper notes exchanged for silver doIlars when their 

wages are paid in paper notes, and also the custom of, hoarding silver 

doIlars under the floor should not be regarded merely as a manifestation 

of a lack confidence in the Chinese paper note. It must not be for· 

gotten that this Chinese attitude toward silver is due to more often the 
peculiar attachment of the Chinese people to silver. 

This sentiment toward silver is not a spe.cial characteristic of only 

the Chinese people. The Hindu also use a' considerable amount of 
silver, for instance, in making preparations for a wedding. The amount 
of silver used each year by Hindu for various purposes other than that 

of making coins is enormous. 

Another point which may be regarded as a positive cause for the 

maintenance of the silver standard is the opposition of financial interests 
to the gold standard. The ideal currency system of a nation, consider
ing the general function of currency, should be based on a currency 
which does not fluctuate in value. From this it is apparent that the 

iilver standard which is controled by the value of silver bullion quoted 

)D the market is unsuitable for a national currency, for either domestic 
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or international purposes., It goes without saying that the gold standard 

will remedy this shortcoming of the silver standard. The greatest 

opposition to the adoption of the gold standard is the personal interest 

of those who profit ~emselves by taking advantage of tbis fluctuation 

in the value of silver. 
The fluctuation in. the value of commodities is for all businessmen 

a source of profit, but for a speculative businessman it is the only source 

of profit. The silver standard which is subject to great fluctuation in 

value is a convenient standard for the financial broker whose business it 

is to take profit from the fluctuation in the value of silver. It is for this 

reason that the adoption of the gold standard which makes for the 

stability of the value of currency means a fatal improvement for him. 

The objection against the gold standard on that ground must notbe 

ignored. The fact that the reluctance to effect a reform on the Chinese 

currency in the past was based on the interest of the practical business

man rather tban on mere theory shows the existence of this close rela

tion between the silver standard and the practical interest of speculators. 

This is a less obvious reason why China is still unsble to adopt the 

gold standard., 

(2) Lack of Unity in the Chinese Currency 

The second characteristic of the ehinese currency is a, lack of 

unity, all kinds and varieties of currency being put into circulation. As 

was explained in the chapter on the present condition of the Chinese 

currency, there are two units of currency, one the yuan unit in which 

money is counted according to the number of pieces and the other the 

tael unit which goes by weight. It is impossible to find such a condi· 

tion of alIairs in (lny country in Europe or America. In addition to 

this, the quality, weight and, shape of the currency of these two units 

differ according to the different institutions from which they were 

issued. Moreover, the currency is locsl, and the sphere of circulation 

is limited according to its kind. This total lack of unity in currency il 
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a phenomenoD found only in China, with the exception of a temp,orary 

condition of the kind which occurred in certain belligerent nations 
during the World War. 

The reason that Chinese currency has remained in such utter con, 
fusion is due ultimately to the geographical fact that the country is ex· 

cessively large. The enormous size of the country has the following 
effects : 

(a) The Difficulty of Centralizing the Political Power 

It goes without saying thai the greatness of the geographical area 

constitutes a serioul obstacle to a thorough concentration of political 

power far the unification of the country. In a country like China, ex· 
tending from 18.20 to 53.40 north latitude and from 73 to 134 east 

longitude with an area of 1,532,800 square miles in China proper and 

4,307,773 aquare miles when including the three eastern provinces of 

Manchuria, Mongolia, Shingkiang and Tibet,-a country which is in· 
habited by about 300,000,000 people representing Han, Manchurian, 

MongolilUl, Islam and Tibetan races-in such a land the vastness of the 
geographical area certainly constitutes a serious obstacle to the unifica

tion of the country., The lack of a predominating political figure is 
largely responsible for the present political c.onfusion and the decentrali

zation of power in China, but at the same the situation is also a ~tural 
consequence of the failure of the central governmeDt to have its com

mand COJlveyed to the filii" distant districts. 
The political situation due to the decentralization of power in Chins 

cannot be disposed oi merely as a political phenomenoD. The decentra

lization of political power encouraged local financial independence and 
consequently created a financial situation which necessitated the estab

lishment of local institutions for minting 'cQin. The centers of local 

political power enforced the circulation of local coin as an expression of 
local authority and at tbe same time issued paper curency to make up 

their financial deficits. At present the silver and copper yuan are minted 

-'3· -



·and issued by many public and private local C\lIlCerns, and there are so 

many different kinds of paper currency that it is practically impossible 

to enumerate all the varieties of silver piao til) issued by local militarists, 

and by great local co!!,mercial and financial concerns. 

(b) Difficulties in the Development of a Communication System 

The vastness of territory prevents the development of a communica

tion system. The fact that the total length of rail ways in China over 

the entire area of 4,300,000 squar~ mi~es is 8.648 miles, showing 333 

square miles of area to a mile of railway, indicates how imperfect is thll 

net work of railways in Cbina. 

CotnParisoA of Railway Mileage 

Government and private railways in Chin. • .................... 6,501 miles 

Railway. operated by foreign interests ........................... 2.147 miles 

Total .................................................................. 8.648 miles 

Names of Cowrtries A ..... to a Mile 

United States ........ n........................ 12 oq, mi. 

J._............................................. 16 sq. mL 
India ........................................... ..' 40 sq. mL 

China ..................... ............ ............ 333 sq. mL 

Population 
to a Mile 

3,800 

8.000 

8.000 

52.600 

It is apparent that the economic expallSioD of. aation requires the 

development of the communication system.. The growth of trade aloD9 

with the development of communicatioa is a vital condition for economic 
consolidation and political unity. IncoDvenience of commuDicatiGD con.

stitutes a serious obstacle for the despatc;h 01 a political command and 

also restricts the sphere. of economic interest,. Umiting the expansiOn 

of economic markets.· The IimitatioD of market aaturally crea .. small 

local centers and constitutes a cause inr the lack of unity of the nation 

as a whol.. It is apparent that unity and the even spread of currency 

depend upon the development of communicatiOllo, 
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(c) The Circulation of Coin According to Its Actual Value 

One of the important characteristics of Chinese currency is that its 

circulation depends upon the actual value of its currency. A feature 

of the currency system adopted by· Japan as well as by Europe and 

America is that money is conn ted accordi~g to the number of coins 

and convertible notes. We handle the money according to its face 

value and there is not the slightest difference in this respect whether it 

is gold or silver coin or paper money. We never inquire into the 

quality of coin but merely count the money according to the number of 

pieces. In China two coins with the same face value differ in their 

actual value and are counted accordingly. This fact is born of the 

bitter experiences the Chinese people suffered in the past from fluctua' 

tion in the value of currency. The genius of the Chinese people in 

economic calculation has been developed through u.any years of bitter 

experiences in handling currency issued by local governments, militarists 

and commercial concerns without reliable security and liable to . de

generate or even to be reduced to the value of a scrap of paper. 

The Chinese people, to whom the actual value of coin i~ of supreme 

importance, naturally have no auxiliary currency with a stable value as 

we have. Although in China silver and copper coins Bre used as 

auxiliary money, a certain limit set in the amount of payment with 

them is the only restriction. and there is no discrepancy between the 

face value and actual value of the coins. Chinese coins in this sense, 

therefore, must be regarded as unique. When the Chinese people ac· 

quire the conception of money as value by number as we and the 

European and the American peoples have, it will be comparatively easy 

to introduce to China the kind of money we have. But on the other 

hand, when there is no political background and consequently no polio 

tical power which might be trusted,· the preponderance of a sense of 

economic calculation and the circulation of money only under the urge 

of economic pressure will not constitute 80 serious an obstacle to the 
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currency reform as we imagine it will from our viewpoint. Instead this 

characteristic of the Chinese people at this time of total absence of 

political unity may have in it something which may serve the purpose 

of currency reform. 



m 

NECESSITY OF A REFORM IN THE CHINESE 
CURRENCY SYSTEM 

It is clear now that the Chinese currency system is in a state 0 

utter confusion, the like of which it is impossible to find in any othe1 

country. All kinds of evils are associated with this stale of affairs, pro 
viding an opportunity for a demand to bring about a reform of th« 

system. The following may be pointed out a8 some of the evils grow 

ing out of the present conditio~ of the Chinese currency system: 

(1) Inconvenience of Circulation due to a Lack of Unity 

in Cu1'1'enCy 

The state of currency in China differs according to locality, and 

there is no currency which may be circulated throughout the country. 

An example like tbis cannot be found in any other country in the 

world. Moreover, the value of coin differs in the same locality and is 

subject to Buctuation, thus forfeiting the first principle of the function 
of currency to facilitate business transaction. Although the Chinese 

people do not feel particularly inconvenienced by this lack of unity in 
their currency, being accustomed to it for 'a longtime and resigned to 

their fate, their attitude does not go to prove that the lack of unity in 

currency is not inconvenient. It goes without saying that a unified cur· 

rency system is incomparably convenient as a medium of exchange, 

making it unnecesssry to go into the trouble of examining the currency 
for its actual value or converting it into the desired variety at the time 

of trade. Unity of currency is not a small factor in the economic deve

lopment of a nation because it simplifies trade' conditions and is con· 

ducive to prompt business transactions. Thus the1fe is a plausible reaSOD 

for China to bring about a unity of currency. 

A movement for the unification of the currency has been introduced 
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in China as the result of repeated discussions of the matter. A plan to 

replace the tael by the yuan unit is worthy of attention. The tael has 

a long career but it bas been gradually replaced by the yuan unit. There 

is a plan to- abo-lisa the tael unit altogether and the Chinese Government 

is now bent on the ~ization of thilt. with the result that the popularity 

of counting money according to· the yuan doIJal" has been gaining head· 

way. The economic canference held at 'Shanghai in 1929 under the 

auspices of the Chinese Goyernment approved a bili demanding the 

abolition of the· tael unit to make the yuan the sole currency u.nit of that 

country. 

An invetltigation has re'O'ealed that out of 46 new and old Chinese 

banks, 15 indicate the amounf of their ~pital in the tael unit and 31 in 

the yuan unit. showing arl· apparent tendency in favor of the yuan 

unit.' • 

(2) V carious Evils ResrJting from FlUtituatitin i,. tM Value 

of Sil"'T 

The yual'l donar lluctuates greatly in its reIation with other kinds 

of yuan coinS', blink notes and eCipper coins. The following is one of 

the exampleS' of the quotation- OD the Siaoyang men (/J'I'f.) ~ 

1. Tanab, Norb'OIbi. A lUl_ j" Chi ..... c ......... .,. Po 75. 
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Quotation on Siaoyang as against 100 gold yen, 

(Dairen Price Spot-transaction) 

Year High Yuan Low Yuan Average Yuan 

1908 136.60 113.00 128.72 

1909 136.60 122.00 131.40 

1910 135.00 I 119.00 128_91 

1911 133.40 117.SO 126.90 

1912 128.30 110.00 119.92 

1913 129.00 113.20 123.00 

1914 lSO.85 l24.60 136.03 

1915 154.35 133.SO 147.55 

1916 140.25 90.00 121.28 

1917 107.SO 64.30 94.24 

1918 88.80 64.85 76.99 

1919 80.04 42.07 64.01 

1920 112.79 «'91 .73.22 

1921 130.83 90.79 110.87 

1922 112.61 97.52 103.81. 

1923 114.00 103.69 108.74 

1924 108.68 80.02 96.80 

1925 102.10 8LOO 93.83 

1926 142.40 93.80 117.23 

1927 142.35 116.65 127.71 

1928 131.SO 112.85 121.37 

1929 146.10 117.75 l32.29 

Yasumori, MatsuDosuke. OIlUI", DII MOIl., tmd Banki"11 1ft 
MtI1IdJtwitJ, P. 30. 

- 36 -



The following is the quotation on the Fengtien Piao ($,.;;It) as an 

example of 8uctuation of paper cnrrency in China: 

. 

Quotation on Fengtien Piao as against 100 gold yen 

(Spot-transaction) 

Year High Yuan Low Yuan Average Yuan 

1912 128.80 110.70 120.25 

1913 129.60 114.00 123.13 

1914 152.50 124.60 138.61 

1915' 155.10 ,133.00 147.92 

1916 143.30 93.00 124.43 

1917 11L60 70.00 100.94 

1918 118.00 84.20 96.95 

1919 115.20 62.00 93.48 

1920 146.30 54.00 100.19 

1921 166.30 107.00 139.48 

1922 148.60 116.91 134.89 

1923 148.00 128.00 138.85 

1924 194.00 121.90 138.48 

1925 233.00 130.00 168.19 

1926 570.00 200.50 358.77 

1927 1,360.00 480.00 956.65, 

1928 3,300.00 1,510.00 2,509.65 

1929 . 7,760.00 2,670.00, 5,682.68 



It iJ apparent that the Suctuation shown above constitutes a serious 

obstacle for the smoo~ operation of all kinds of transaction. in China. 

The maintenance of the silver standard by China will have an im· 

portant bearing on that country because of the fact that the demand for 

silver for minting silver coin has become far less than for various in· 

dustrial purposes in the present generation when the nations of the 

world have been abandoning the si1ve~ standard, and consequently the 

silver is now treated merely aa a costly metaL Under these conditions, 

the value of currency on the basis of the silver standard is determined 

according to the prevailing price of silver bullion on the market., Cir· 

cumstances like this are certainly deterimental to the well being of 

China to no small degree. 

(1) TAe Effect of tM Silver Stantlard upon the Financial 

Condition 0/ ChintZ 

It is true that the financial difliculties of China are caused by a 

deficiency in her financial structure on the one hand and on the other 

by the greatness of her military expenses, the interest to pay on foreign 

loans and various other domestic expenses. The annual payment of 

interest on foreign lous in particular has been a very serious financial 

burden to China in the face of the present depreciatioil in the value of 
silver. 

China' started her career as a debtOr of foreign nations in 1874 with 

a loan of 2,000;000 taels at g percent interest on a, short term of 10 

years. Since that time, the Financial, Communication and other de· 
partments o( the Chinese Government have received all kinds of loans 

for the improvement of financial, railway and economic conditions of 

the country. A rough estimate of the loans made in 1925 totaled 
1,780,000,000 yuan. In addition to this, the Chinese RepublU:sn Gov· 

ernment contracted 600,000,000 yuan of debts, including 200,000,000 

yuan of loan signed at Kwangtung, about 250,000,000 yuan at Hankow 

and about 130,000,000 yuan at Shanghai. All in all Chins is burdened 
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with foreign loans to a tune of approximat~ly 2,400,000,000 yuan, and 

the annual payment of interest on them, say at 5l'l!rceD~ :will R/lch the 

!lO,OOO,OOO yuan mark. When the. total amount of interest on the 

domestip lo~~~ is ,M~d ~Q t,bi.$, t.b& gumd toW gf iDt.I:~ ChiDa has to 
pay yearly is _rmoDS. If Cbina hB$ to pay • grea~ proportion of 

this interest in gold, the present drop in the price ot silver certainly 

entails a vast increase in China's obligation. 

(2) EjJect of SihJer St(llZdard on lnte,.,..tjon~ TTlllie 

In foreign.trade, the depreciation of silver means to China with the 

silver standard .(1) an appreciation of the bills C!)f exchange drawn for a 

foreign country with the gold standard .and (2) a difficulty to import for

eign goods foom a country with the golcl stanclard. As the depreciation of 

silver naturally ~ses a rise in the rate of bills of excb~ge, ·the Chinese 

importer has til pay so much more of silver thaa bef(j)re for -importing 

goods from that country. As Ihe result, the price of ;,nponed goods in 

the country will necessarily rise. Frollll the ,standpoin~ of ·the exporter 

in a country wi$Ia the /loId standard who exp,on. his g!>ods Ita the basis 

of the silver currency I1nit, ~ price of his goods must be raised because 

the amoUDt of gold he geta lor tbe silver he .:e.cei.ves will become lesa 

than before. A lIepl'!'cietipQ, (j)f silver thua b.a.s II very serious effect 

upon the foreign trade of /I flolmto' with the ~ilver: 8tandarj. 

Altho!l&h the forei~ trMIil pf Chin .. ~t1! , few ex.~ptions,ha9 

always ShDwll .. n eXC8llS of il!1PPl'ts over eltPtM's, tile efiec, of the pres

ent depre~tioBof ~ilve.: on Caina's i.9reigl) ~ade is ~n in the 

following st/lti,tiI:/! : 
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The Tendency of For~ign Trade of China 

(According to the annual report on Chinese custom s duty) 

Haikan tael 

Year Exports Imports Balance 

1870 55,294,866 63,693,268 , 8,398,402 

1880 77,883,587 79,293,452 1,409,865 

1890 117,144,480 127,093,481 39,949,001 

, 1900 158,996,752 211,070,422 52,073,670 

1910 380,833,328 462,964,894 82,131,566 

1911 377,338,166 471,503,943 94,165,777 

1912 370,520,403 473,097,031 102,576,628 

1913 403,305,546 570,162,557 166,857,011 

1914 356,226,629 569,241,382 203,014,753 

1915 418.851,164 454,175,719 35,614,555 

1916 481,797,461 516,406,995 34,609,629 

1917 462,931,630 549,518,774 86,567,144 

1918 465,883,041 554,893,082 69,010.041 

1919 630,809,411 -646,997,681 16,188,270 

1920 541,631,300 762.,250,230 2zo.618,93O 

1921 601,225,537 906,122,439 304,876,902 

1922 654,891,933 945,039,680 _290,157,717 

1923 752.917,416 948,633,920 195,716,504 

1924 771,984,468 1,039,102,156 267,317,688 

1925 776,352,937 965,090,593 188,737,656 

1926 864,294,m 1,144,646,971 280,352,200 

1927 918,619,662 1.034,030,490 115,410.834 

Remarkll: L ReexportatiaD Is DOt included In the table. 
2. The mark +iadlcates ........ of _ports over imports. 
(ChInese Financial aod Economic Manual) 
Compiled by JapaD Economic Federatioa. 
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It is said that the greater proportion of money for this excess of 

imports over exports is offset hy the remittance of money to China ~y 

Chinese merchants ahroad (11111), but if this were not the case, and the 

money had to be actually paid for this excess of imports over exports, 

the depreciation of silver would certainly prove to be overtmng to 

China. 

We will now see what effect the depreciation of silver has upon the 

actual figures of China's foreign trade. The figures of China's foreign 

trade in the past, for instance, shows that the excess of imports over 

exports totals,_ roughly speaking, about 100,000,000 tael, the imports 

being about 1,000,000,000 tael and exports 900,000,000 tael. But in 

1928, the amount of imports leaped to about 1,190,000,000 tael while 

that of exports increased to-990,000,OOO tael, showing an excess of im· 

ports oyer exports of 200,000,000 tael. In the following year, the ten· 

dency had become more apparent when both imports and exports reach· 

oed unprecedented figures with the amount of imports at approximately 

1,265,000,000 tael and that of exports at 1,015,000,000 tael, showing an 

excess of imports over exports of 250,000,000 tael. This increase of 

imports over exports is due not to an ipcrease in the quantity of com· 

modities imported but to the depreciation of silver. The situation is 

that China imports commodities from foreign countries with the gold 

standard and pays the price in depreciated silver.' 

(3) Effect 0/ the Silver Standard on the Price of Commodities 
in the Country 

-The problem of price in a country with the silver standard arises 

when the value of silver depreciates. The depreciation of sliver is 

bound to cause a rise in the price of bills of exchange, and, therefore, of 

imported goods. 

For the exporter who carries on trade with bills of exchange with 

gold as its medium, the depreciation of silver means an increase in the 

1. A Blow Doalllo ChiJlUo Fo ... ign Trado by Iho D.p"cia/io,. of SiI.... No. 11, 
sixth yolume. isaued by the Tokyo Chamber of Commerce and Industry. 
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amount of net receipt for the goods exported. As this situation er 

courages export trade, the industry becomes active in the production c 

export goods. The increase in the amount production along with th 

increase of profit makes demands for a greater amount of raw material, 

and manufacturing implements a~d machinery. This causes a rise i 
the price of manufacturing equipment as well as in labor wages, thu 

raising the price of commodities in the country. 

But the depreciation of silver does not instantly reBect upon th 

price of commodities. It shows its effect gradually after a lapse of, 

certain period, beginning first with,the export goods and then affectinl 

others. This effect is first manifested in the open ports but not mucl 

in the hinterland where foreign trade relations if any, are slight 

The foregoing paragraphs pointed out various circumstance whicl 

put China at a disadvantage because of the silver standard and its effec 

on the foreign countries which maintain trade relations with Chim 

From 'a consideration of these facts it is apparent that China shoul, 

abandon the silver standard, both theoretically and practically, and adop 

a currency on the basis of the gold standard. Another point whicl 

strengthens this view is the advantage which a reform in China's cur 

rency would be to the economic development of the world. 

(4) The Significance 0/ Chin/J's Currency Reform to 

the Economic World' 

The lack of unity in China's currency system, the inconvenienCE 

due to the complicated relations of value existing among various deno 

minations of money, and other evils resulting from the silver standar! 

constitute sufficient reason for " fundamental reform of the Chines< 

ClUrrency system. But there is one thing more and that is that th. 

Chinese currency system should not be thought of as merely a ChinesE 
affair. As a matter of fact in the past China has repeatedly planne( 

a currency reform on her own initiative and has made efforts accord 

ingly for the realization of it. U the benefit of reform were limitecl 



entirely to the advantage of China. it would be possible for that country 

to say that she does not feel a positive inconvenience in the present con· 

dition of the currency system as it is. Such a view ignores the .inter· 

!ational significance of her currency reform. 
The development of international communication shows a tendency 

to enlarge the outlook of economic exchange. No sooner had mankind 

entered the age of economic exchange from the age of isolation than an 

economic interdependence was brought into being. This interdependence 

has become more and more intensified with the progress of time until 

today it was become impossible for us to live in complete isolation from 

the society in which we live. This theory of the interdependence of 
mankind in a community may be applied to the national economic ex

istence in its relation" with the world. The economic existence of a 

nation.can be expected to develop only as a part and parcel of the eco
nomic world. H the economy of a nation promotes the "happiness of the 

people it embraces. world economy promotes the increase of happiness 
for all mankind at large. The economic deficiency of a nation which 

is a part of the world economy constitutes an obstacle for the promo· 

tion of human welfare because it affects not only that nation but the 

other countries as welL Considered from the viewpoint of this lofty 

ideal. such a deficiency is a sunken rock in the economic sea of the 
world. " 

The removal of this defect and its evil is desireable as a measure to 
promote human happiness. The nation is obligated to remove this 

defect in order to improve the economic world and increase human hap

piness. When all such defects in the Chinese currency system are ex· 

posed in the light of this ideal. the currency reform problem in that 

country will become a matter of important international significanGl. 

providing the basis of a strong argument for the necessity of reform. 
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IV 

PRIVATE PLAN PROPOSED FOR A REFORM OF 
CHINESE CURRENCY 

It is apparent that the necessity for China to rdorm her ~urrenCl 

sYStem is imperative in the light of the fact that a stable currency is th. 

basic condition for the economic development of all classes. in tha 

country. It is regrettl\ble that, though various plans for a reform of th. 

Chinese currency system have been proposed in the past. they were ful 

Qf defects. both theoretical and practical. and not one of them therefor. 

has been ~ealized. The realization of a reform of the Chinese currenCl 

system has been hoped for not only by the Chinese people but by al 

the nl\tions collcerned. Tbe time has come, therefore, wben the problen 

should be taken up seriously for the benefit of the world at large. Th, 

I?reseljlt a~ticle is 1\ IPanifestation of anxiety on the part of the author· t( 

contri,bute sO\llething to the reform of Chinese currency. 

It mllst be stated at the very outset that. as in all cases of reform 

projects, the pl;m is proposed with the expectation tbat the prese'ltcoJ)' 

ditioli\ in Chita, will prevail as it is for some Wn.e to CODje. The present 

condition of China is in such a state of confusion that it is practica1l, 

im,p.ossjble t.o predict what will happen tomorrow. When we take thil 

into. consideration, it is impossible to make any kind of definite plan ol 
reform. It is. for this reason that tbe present pIaD is formulated on the 

hypothesis that conditions will remain as they are at present or least 

tl;la,t they will not turn for the worse. This may be too obvioU8 a matter. 

b~t considering th, reform plans project,ed in the Plllit, it will alford a 
standard for crit~ism. 

This plan of reform is both theoretical and practical. Fir.st, it is a 

problem of what standard China should adopt for its currency, and 

secondly it is concerned with practical measures of reform. 



PART-(!) THEORETICAL BASIS FOR THE PROPOSED REFORM 

(1) The question of what standard China should adopt as the 

hasis of currency is the first matter of importance in the deliheration of 

the theoretical aspect of the ~eform problem. In this respect the gold 

standard is recommended as the ideal standard. 

In the very beginning of economic development, mankind lived 

very much in isolation. In due course of time with the gradual growth 

of economic development, interdependent relations sprang up among 

the people. The interdependent relations among the nations of the 

world likewise have become more and more intense, making it im

possible for any nation to have an econOmic development without being 

affected by the whole economic world just as it is impossible for any 

membEl.r of a community to live without being dependent in some re

apect UpOIl thll rest of the community in which he lives. In other 

words, the trend of national economic life toward world economic life 

has been great. The development of the world economic life indicates 

how greatly the economic life of a nation stands under the influence of 

the economic life of the other nations. This condition may be observed 

in every aspect of national life but it is more plainly observed in the 

currency system of a nation. 

In regard to the function of currency in economic society, the ideal 

currency system of a nation is the one which is capable of providing 

the people with a currency of stable value. The economic relations of 

the nations of the world have become very e1ose, strongly affecting one 

another. It is impossible for the value of a nation's currency to escape 

being affected by circumstances ill other countries. It is impossible to 

think of a stability of a nation's value of cutrency without taking in\<) 

considention the economic condition of the other nations. 

If the gold standard is observed from the viewpoint of its domestio 

service only. with the thought that it provides the people with a 

cu.nenc), of stable value, it Deed Dot necessarily be adopted, because a 
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stable currency for domestic purposes can be acbieved by issuing h 

convertible notes to a certain limit. The managed currency as p~opose, 
in England by Prof. Keynes is another method to accomplish that pUI 

pose. But an observation of international relations of the nations con 

cerned will reveal that the gold standard has a very important missiol 

of its own. 

The medium of settling international accounts is gold. In thi 

sense, gold should be regarded as the in ternational currency. If 
nation desires to maintain the international value of its currency, therl 

fore, it is necessary for that nation to have its currency system ea 

tablished on the basis of gold. When the currency system of a natio: 

is established on the basis of the international currency of gold, pel 

mitting a perfect freedom of foreign trade, the value of a bill of exchang, 

issued by a foreign country, or the international value of currency 0 

that country, is securely maintained. Indirectly the internationa 

currency minimizes its effect upon the currency in the country, affordinl 

an opportunity for a stability of the value of the domestic currency 

The importance of the gold standard is found in its internationa 

significance. 

(2) The Establishment of a Gold Exchange Standard as a 

Practical Aspect of t-he J;'roblem 

A reform of China's currency system should progress tc;>ward th, 

gold standard as its goal because of the nature of the gold standard III 

seen in the development of the currency system in the past. The pro 

blem is to decide what form of a gold standard China should assuml 

which will be appropriate as the 'standard for the Chinese currenc, 

system. 
The gold standard may be classified under three headings, (1) thE 

gold coin standard, (2) the gold bullion standard, and (3) the gol, 

exchange standard. The gold coin standard had been used by Japan .. 

well as by ~arioua countries in the West including Great Britain, th, 
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United States and Germany before the World War. The gold standard 

which England adopted for the first time in 1816 was thEl gold coin 

standard. Until 1925 when a revision of the law concerning the 

currency standard was effected, it continued to function in that country 

as the-first form of a 'gold standard with a history of more than 100 years. 

With the World War as the turning point, however, the gold 

standard has assumed a new aspect. In other words, the gold coin 

standard was replaced by the gold bullion standard. It was adopted 

not only by the nations which maintained the gold standard before the 

World War but also by those which had not used the gold standard 

before this change took place. 

In the case of the gold bullion standard, gold coin is not minted 

and therefore the note· is ·not convertible to gold coin, but it serves 

for a lilnited transaction of gold bullion at the central bank. It must 

not be regarded, however, that this gold bullion standard is a mere 

matter of form. In this I find a great change in the significance of the 

gold standard of the past in its relation to the economic world. 

While the progress of each nation's economic trend towards world 

economy was slow and the interdependence of each nation upon another 

was not so close as it is today, the gold coin standard, providing a nation 

with a stable currency within the country, had an important significance. 

In this sense the gold standard with a stable value as practiced before 

the World War was nearly an ideal standard for the early period of thfl 

gold standard system. But, as has been stated, tlie development of 

economic interdependence among the nations, or the movement of 

national economy towards world economy, made it impossible for a 

nation to. avoid the effect of a change in another nation's currency on 

the value of its own. From this point of view, the gold' standard 

which supplied a stable currency only for domestic purposes was de

prived of its impC?rtance. It bas hecome impossihle to maintain the 

constant value of currency within a country unless the stability is 

secured in its relation with the currency of the other nations. 
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The medium of settling the international accou~t today' is, of 

course, chiefly gold. If a nation desires to maintain constant value for 

its currency in relation with foreign countries, it is necessary for that 

nation to establish its currency syst~m on the basis of the international 

currency of gold. It is the freedom of the in8ux and outflow of gold 

that makes for a stability of the currency in the foreign market (foreign 

exchange rate) as well as the stability of the currency within the coun

try by minimizing its effect upon the domestic currency. 

If the importance of the gold standard is attributed to the main

tenance of the value of currency in the foreign market. it is due to the 

international nature of gold. From this consideration, the .Rold bullion 

standard is a form which can demonstrate its significance in the fullest 

extent as the gold standard, making the gold coin unnecessary in the 

functioning of the gold standard. 

Both the Cunliffe Commission and the Chamberlain Commission 

in charge of the reform of the currency system in England following 

the World War reported that the minting of g'Old coin for the operation 

of the gold standard is not vital. The report clearly indicates that the 

gold standard has shifted from national to international in its signi

ficance. This is the reason that all the nations of the world returned 

to the gold standard in the form of gold bullion following the 

World War. 

It is practically impossible to realize the gold standard in China in 

the form of the gold .bullion standard. From a theoretical point of 
view, it is obvious that the stability of the currency would be secured 

and consequently there would be many advantages in foreign trade and 

in the administration of national finance if the gold standard were in

stalled in the form of a gold hullion standard_ For China which has 

been under the old silver standard, however, the adoption of the pure 

gold standard would inevitably cause a sudden drop in the value of 

silver due' to the abolition of the silver standard, accentuating the pres

. ent tendency of the depreciation of silver. China would be unable to 
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stand the brunt of the sacrifice it would have to suffer from such a 

situation. The alternative is the adoption of the gold standard in the 

form of the gold exchange standard. 

The gold exchange standard is a system which may be adopte.~ 

during a period of transition from the silver to the gold standard. 

According to this arrangement, the silver standard may remain in USI 

for domestic purposes as in the past, making the silver coin the lega 

currency, while a certain fixed ratio between the value of silver ani 
gold is stipulated among the nations for the purpose of intemationa 

transactions. Then China would establish its credit in the principa 

foreign money markets such as London and New York by holding got. 

specie there, and sell foreign bills of exchange for general purposel 

against this specie. 

As the silver standard would 'still be maintained in the country 

there would be no danger of causing a sudden decrease in the demani 

of silver, and it would alleviate a situation which might otherwise lain 

a considerable amout of sacrifice due to an abrupt depreciation of silvel 

The system affords sufficient time for the people to properly dispose ~ 

the silver they hold without making a serious sacrifice. It has been ae 

tually tried and found feasible by various countries including India, th 

Straits Settlements and various countries in South America. Thes 

countries had used the silver currency but India abandoned it in favor ~ 
the gold exchange standard in 1893, the Philippines in 1903, the Strail 

Settlements in 1906 and various states in South America such as, for il 

stance, the Panama Republic in 1904 and Mexico in 1905. 

The gold, exchange standard is advantageous from various COl 

siderationa but the system is conditioned by the difficulty of maintainin 
a sufficient amount of gold specie in the foreign money market for tb 

issuance of bills of exchange against it.. It was demonstrated at tb 
time of the World War when the Indian Government stopped the sal 

of gold exchange bills for Great Britain. It is all the more difficult for 

country like China, whose foreign trade usually has an excess of in 



ports over exports, to maintain a sufficient amount of gold specie in th 

foreign money market. Nevertheless, the theoretical significance of th 

system must be recognized as an intermediate measure to be practice, 

during a transition period from the silver to the pure gold standard. 

The theoretical significance of the gold exchange standard a8 8' 

intermediate measure has been recognized, with the exception of a fe, 

Chinese critics, by many who have been interested in the reform of th 

Chinese currency system. The Jenks proposal, the Visaering propose 

and others support this standard. The difference among these proposal 

is found only in the method for the realization of the system. Th 

principal point of interest is a concrete method by whieh this syster 

may be put into practice. 

PART (n) A PRACTICAL METHOD FOR THE REALIZATION OJ! THE 

GoLD STANDARD 

Realizing that the gold standard is the ideal 8ystem for the Chines. 
currency but that it must be adopted in the form of a gold exchang. 

standard in actual practice, the problem is how to make this gold exchangE 

standard practical. The following points must be tsken into oonsidera 

tion in order to make the gold exchange" standard operative in China: 

(1) Adoption of a New Unit: The' Sun' Unit 

The currency system must have eome stsndard. but at the eam. 

time th .. establishment of a currency unit is of practical importance fron 

the point of view of counting the money in circulation. As a new cur 
rency unit. I suggest the adoption of the" sun" 011) unit. with 60.186! 

centigrams of pure gold as its value. 

The purpose for proposing the new nnit is to bring abont a unit} 

in Chinese currency. The condition of Chinese currency with its variet) 

of coins and units, which has already been explained 8S a feature 0: 

Chinese currenCY, has been a serious obstacle to tbe even Sow of cur· 

rency in business transactions. forfeiting the first and foremost pnncipa 



of currency. It is. therefore. essential to establish a standardizing uni 
to put Chinese currency in order. 

It is true that the currency need not necessarily have a new uni1 

for either the old Yuan or Tael unit will serve for the purpose. Th, 

tael unit is generally recognized as unfit and there is a movement t, 

replace it by the yuan unit. Of the two units. the yuan is. indeed 

preferable, but neither is the yuan unit uniform. Under the circum. 

stances, the new unit. the sun, would be' adopted as a measure to reno 

ovate the general atmosphere of the currency. taking advantage of thE 

currency reform. Inasmuch as a special arrangement would be madE 

not to make much difference between the value of the new unit and 

that ,of the .old. there would be no occasion for a serious disturbance in 

·the practical economic circle. The new unit in its practical operation 

would prove to be more beneficial. affording a renovation of the spirit 

of the Chinese people towards currency. 

At the same time with the adoption of the new unit. the matter of 

first importance calling for immediate attention is the l'ewritill.l! of the 

old unit into the new one. This is important not only in connection 

with the price of commodity but for business documents. The currency 

value- according to the yuan and tael units must be indicated by the sun 

unit. converting the old yuan and tael unit~ into the new. The conver

sion of the old units into the new will not be difficult because the value 

of the new unit will be- fixed at 60.1866 centigrams of pure' gold as 

against the value of the yuan unit in gold. 

In adopting the sun unit. attention is called to the importance of 

converting the yuan unit into the sun according to' the rate prevailing in 

the market instead of fixing the rate by a Jaw. Under this arrangement, 

any number of the yuan unit many be converted into the sun unit at 

any locality and time. As the adoption of the new unit is intended 

merely as the first step towards securing a unity of currency. there is 

no need of legalizing the exchange rate for the conversion of the yuan 

to the sun. 



, 
The new unit merely corresponds to a certain weight of pure ,old 

'and does not assume any concrete value of coin or paper currency. 

Du~ing the first atage of ita introductio~, ~e s~n unit will be an abstract 

measure and wi11 be designed to establish the money of account. Th" 

reason for a4vocating the new unit as feasible is that it wal projected 

once before as, a part of Kemmerex'a proposal, that it is nearly the 8ame 

in value as that represented by the yuan unit and that it is no more than 

~ extension of the sphere of circulation because it has already been 

practiced partially as a money of acc:ount at the customs houee ill 
calculating the customs duty. 

The new unit is to be adopted as the first thing in the scheme of 
currency reform to effect a unity of currency and at thf! SIDle time to 

, prepare for the issuance of a ~ew currency which will actually represent 

the sun unit. The possibility of this arrangement is exemplified in the 
measure taken by the Austrian Government after the World War. The 

.. krone," the currency unit of Austria, greatly depreciated ~uriDg the 

World War. Under the circumstances, the Austrian .GoverDmaf' 
found it necessary to lower the mint par of exchange.t,~ing 10,000 

paper kro~es correspond to one" schilling!!>" the De" Au&~ curr~qr 
unit. which represented 0.21172086 grams of pWe gold. "The ,achillin&e 

was proclaimed at first as the money of account and the authorities had 
the price of all commodities ,translated into thj.; new; noit. while the 

actual transaction of business was carried 'Oil with, the tHlJ!8L' krone. 

When the schiIlinge became gradually popular, the Austria~ Gov_ 
ment for th" first time issued actual money which represented the DeW 

unit-Moreover, the achilliuge was at first iepreaented in a form of 
~per money and thell in the regular silver eoin as ausi~ currency. 

This arrsngemeut may be opposed on the ground that the adoption 
of the new unit and the issuance of the coin at different times are 

troublesome wheuthey might be realized mmultaneoual],. But it has 

the advantage of facilitating the realization of a unified cun-ency ~ 

cause the matter of the unit ia treated separately, and also it enables the 

" 



people to have a better understanding of what is meant by the gold 

standard. while it provides the Chinese Government with sufficient time 

to prepare the neSessary funds for the installation of the gold standard. 

(2) Preparation o/the Funds 

(A) An Extension 0/ the Gold Certificate System Practiced 

in the Customs House Transactions 

The first condition for the realization of a unified currency for the 

establishment of the new gold standard system is the preparation of the 

funds necessary for it. An extensio~ of the gold deposit system of the 

Chinese Central Bank and issuance of gold certificates should be taken 

into.consideration. China has already put the customs tariff on a gold 

basis (Feb. 1. 19th year of the Chinese Republic. 1930). has been 

publishing the official quotation of silver in its relation with the gold 

sun and has been receiving silver on the- basis of the value of gold. 

Since May of the same year. China has been practicing the gold certi

ficate system. 
According to this method. the customs duty is paid on the basis of 

gold. but when a merchant pays it in silver at the time most convenient 

for him in order to escape loss due to the fluctuation of silver, the 

Centr~l Bank provides him with a credit according to the prevailing 

price of silver in its relation to gold or issues a gold certificate for the 

silver he produced to pay the customs duty. This gold certificate serves 
as the gold payment of duty. 

In so far as the payment of customs duty is concerned, this method 

constitutes the foundation for gold payment. Tbe gold certificate may 

be regarded, in part. as a paper currency on the basis of gold. It goes 

without saying ,that this method promises a conversion of silver 
neither i .. to gold nor into foreign bills of ex~hange, being no more than 

a method of paying the customs duty, but the extension of this system 

will be a shortcut to the realization of the gold standard. 

The deposit of silver with the bank which is made exclusively for 
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the purpose of paying customs duty is to be extended gradually as it 

increases in volume to function for all other purposes. The Chinese 

Central Bank under this condition is to issue the gold certificate for he' 

silver deposit it receives and at the same time, buy foreign gold ex

change bills issued on the London or New York money market. When 

a certain amount of profit is realized as commission resulting from the 

exchange of the gold certificate for silver and silver for old gold ex· 

change bills, the gold certificate thus issued is placed on a secure basis. 

With the increase of customs revenue, the holding of gold exchange 

bills will gradually increase. The conversion of these gold exchange 

bills on the free gold market will naturally result in the increase and ae

c:ulllulationof the gold reserve fund. The issuance of gold certificates 

will likewise increase. An abundance of gold reserve will make it Bow 

smoothly. 

The condition of China's foreign trade in the past has always been 

an excess of imports over exports. As the amount of imports reached 

1,195,969,000 Haikan Tael a year (1928), the revenue from the customs 

duty has been a sure and reliable source of China's revenue. The 

customs duty in the past has constituted an important source of China's 

revenue together with the proceeds from government' monopolies ~nd 
has also been an important basis as security for contracting loans. It is 

also an adYisable plan to reserve is part of the cti~toms revenue for the 

establishment of the gold standard reserve fund.' 

(B) Supplementary Measures for ,he Preparation of 

a Resn-fltI Fund. 

In addition to the fundamental method of preparing the gold reserve, 

the following items which are some of the important ilDd feasible mea· 

sures pointed out in detail by Kemmerer's proposal for the reform of 

the Chinese currency, should be adopted: 

1. CU111Dm8 revenue from JUIHIo J.927 to May, 1928, toIaIed 19,725,000 yam. 



(al Pr06t resulting irom the difference in vaIue betweaea the old 

and the new cunency due to the rise in the value' of the old currency.' 

(b) Pr06t resulting from the transactioa of bigs of exchange.' 

(c) Interest resulting from the loans and deposits abroad. -

(d) Profit resulting from the operation of the gold standard. 

ee) Loan for the realization of the gold standard." 

(3) IsSfllUlce 0/ Paper Crmmcy 

(A) Resm)e for p1nwrsion 

When the reserve fund, is· accumulated to a certaiaaml)unt, the 

issuance of gold cerlilicatlls should be extended to 81l1arge the sphere of 

its circulation, always maintaining the ratio between the reserve for ex· 

cbange and the gold certi6cate At 40 per cent O~ above.' 

The gold certificate, in the nature of the thing, en tails no obligation 

for conversion, and therefore, it is 80mething like an inconvertible note, 

but it should maintain a direct relation with gold for a cmail! period Of 
time according to tbe metbods mentioned below. 

. As the gold certi6cate functions as gold in the payment of -cu.toms . 

duty, there will be no danger of fluctuation so long as it is not issued at 

random. But nevertheless it requires the following conditions for it to 

become regular paper currency: 

Within the country, this- gold certincate must be invested as un

limited legal tender. When a party, who needs gold for theaettlement 

of accounts abroad, prodl1ces this certi6cate, the Central Blink, ita 

branch or agent must convert it into gold under either one of the fol· 

lowing conditions it may choose: 

L The reaIlzatioIi of this measure is po!I!IibIe only whea the bank n ..... and 
auxWasy _ is iIOUId after tile _b!jablllflllt of tile eo\4ltandard. 

2. The profit depencla 011 tile decIsba COIICfIr1IiDg tile rate of CllllYeI8IOD wbea 
llODVersio1l begiD .. 

So WIthln the IlmIt of feasibility, it may he appropriated til> coaaoIidate the goI4 
.-rve. 

4. Reliable abort term commercial noteS may be appropriated 'as the reserve 
'Wld. prcJridIng tbat theel1ver doM _ ezeeed _ quarter of the reserve ill 
metal form. 
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1. By converting the gold certificate into gold bullion which is 

intended for the settlement of international accounts at the rate of 

60.1866 centigrams for a sun, providing that the amount of conversion' 

is not less than 15,000 sun. 

2. By converting it into foreign bills of exchange for the country 
which hQlds the gold standard reserve. The exchange bill in this in· 

stance is either a telegraphic transfer, a bill on maturity or a sixty days' 

sight bill. The face value of the bill must not be leas than 2,000 sun 

each time.' 

This method aIlows China to remain a country with a silver stand· 

ard for domestic purposes, but at the same time in international transac· 

tion functions as a nation with a gold standard like other countries. 

This is the method to be adopted when China has to pay to I 

foreign country with the gold standard. When the foreign country has 

to pay to China, the foreign bank with I credit for its reaerve, seIls 

exchange against its reserve in China, making it payable at the Chinese 

Central Bank, its branch or agent. The rate of exchange is to be fixed 

from time to time by the Chinese Central Bank. 

(B) The Obligation of the Central Bank to Buy Gold 

The Central Bank has the obligation to buy an unlimited amount 

of gold as a measure to prepare sufficient reserve fund for conversion by 

issuing gold certificates of the sun unit whenever it is offered at 60.186 

centigrams of pure gold for one sun. 

(C) Withdrawal of the Silver Yuan (Silver Dollar) 
Under Circulation 

Along with the issuance of gold certificates,' the silver dollar under 

circulation is to be exchanged for gold certificatellt the prevailing value 

I. The rate of CODversica iDcIudee ""CbaDge fee. The IJIIOWIt of fee coven III 
expe_ for the traDSfo;.r of aoId bulllaa from the point of iaIe ID CblDa to l1li 
clestiDatioa. 



of silver on the market. The old silver dollar is to be used for the 

purchase of gold exchange to provide the gold reserve for the gold 

certificates issued. ' 

(4) Minting 0/ the Sun Coin 

As the gold certificates gradually extend ~eir sphere of circulation 

according to the method cited, it is necessary to mint coins representin , 

the sun unit for daily transactions. This sun poin constitutes the stand~ 
ard coin within the country, having approximately the same quality and 

value as the old silver dollar under circulation. The old silver dollar is 

00 be withdrawn as the sun coin circulates. The relative value of the 
new aud the old silver colns is to be left to the prevailing price of silver 

on the market. 

It is better to exchange the old silver coin for the new one accord

i~g to the prevailing price of sil~eT on the mm:ket because if one' sun is 

~iven for one yuan coin, it is bound to lead to the evil of speculation by 

lIlen attempting to exchange a coin of undervalue for one of full value. 

rt is a slow method of withdrawing the old coin but it will nevertheless 

Lccomplish its purpose. The old silver coin which has been withdrawn 

s to bl' reminted into the sun coin and put into circulation to accomplish 
he unity of silver coins within the country. The minting of the sun 

B a problem.' 

According to Kemmerer's proposal, the sun silver coin as' the 

andard coin is to :weigh ~O grams, containing 800 parts in 1,000 of 
,ure silver, and corresponding to 16 grams' of pure silver. 

This value, of the silver sun liS stated in Kemmerer's report is based 

'n the value of silver. at 50 cents for one ounce. It was the one Prevailing 

,n the New York market at the time when the report was prepared. But 

t present the value has depreciated to such an extent (about 25 cents for 

n ounce) that when converted into gpld, it is less than half the value. 

1. For practical purposes the ratio depend. upon the prevailing price on the 
marloet, but it is nece .... ry to fix !be Mlative lO8lue <tf gold and silver.t a 
given time. This problem of ratio is a problem of !be fu~ 
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Fixing the relative value of the silver sun as against the gold sun in 

this manner appraises silver extremely high in comparison with the 

market value. producing a considerable margin in favor of silver. Such 

a condition is subversive to the currency system and is bound to en' 

courage the evil of putting spurious money into circulation. 

If the silver sun is to be put into circulation according to its actual 

value. it is necessary either to lower the value of the unit or to increue 

the size of the coin. Under the circumstances. the minting of the silve 

sun at the present time when the value of silver is suffering such a 

heavy slump is inadvisable. It is better. to undertake such a project 

when the value of silver is restored to normalcy and has shown that it 

is stabilized. making it possible to fix the weight of the silver sun and 

the proportion of pure silver in it. In other words. the value of the silver 

sun should be fixed on the basis of the relative value of silver as against 

gold when the value of silver' has become properly restored ~and 

stabilized. 
When this is realized. the silver sun currency and the gold certifi. 

cate will become relatively equal and it will be possible to ~maintain the 

relative value of the gold sun. the silver sun and the gold certificate. mak· 

ing them perfectly interchangeable in accomplishing the function of cur· 
rency. By this method China can succeed in adoptmg .the stsble gold 

exchange standard on the basis of gold. 

Special Features of the PTYlsent Reform Plan 

A general outline of the reform plan has been stated in the fore

going paragraphs and now the special features ~f the project may be 

isolated for inspection. 

The reform plan as proposed by Dr. Ke~lDerer who is noted inter· 

nationally as an authority on currency refor~ was formulated on the 

basis of research made by a special committ~e of experts. 

L ~.~~ of the val .... of silver is l'eMrVed for -ru.r time .. it I .. _. 



There are many things to learn from it. Various aspects of it have 
already been partially realized but it is still useful and will prove effective 

in the attempt to establish a new reform plan on the basis of this plan, 

making necessary revisions in it. 

(A) Revisions in Kemmerer's Proposal. 

The present reform plan is similar to Kemmerer's proposal in many 

respects. The adoption of the gold exchange standard as suggested by 

tbe present private ~Ian, for instance, may be regarded as being accord· 
ing to a fundamental agreement with Kemmerer's proposal. The present 

plan is also similar to Kemmerer's proposal in that it proposes the adop
tion of tbe .. sun" as the new unit, making its actual value correspond 

to 60.1866 centigrams of pure gold, circulating silver sun for domestic 

pu~poses and selling the gold exchange for international purposes. 

(B) The adoption of the gold exchange standard as one of the 

features of the plan permits the maintenance of a silver standard for 

. domestic purposes and prevents a sudden drop in the value of silver, 

thus keeping harmony with the silver standard. 

(C) Tbe present plan is direct in method. 

The present pian proposes to realize tbe gold standard system 

directly in the form of the gold exchange standard. It seeks to unify 

silver coins and will not resort to any indirect method in its attempt tor 

a reform. 
Once I urged the ad visabili ty of first unifying the silver coins in 

Chlna an then adopting the gold standard,' but since that time, circum
stances in Yarious aspects of Chinese currency have changed. 

(D) Gradual Method Taken. 

The ultimate o\lject of the reform of the Chinese currency system 

is aimed at securing a unified currency under a single unit on the basis 
of gold. The realization of such an object cannot 'be accomplished in-

L A Proposal/or (J R./o"" 0/ Chi ..... C" ..... "ty, in the ....",d number of the 
Shogahu_. November. 1930. by Mitsutaro Araki, the R_arch Room of 
'CorDmIIrce. Rikkyo University. 
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.tantly by a stroke of ordinance. This is especially true in a Countr. 

with so vast a territory as China's. . In the face of this fact, CurrenCl 
reform should be carried out in the districts where it is most urgentll 

needed, such as large cities facing the sea or along rivers and canall 

where trade is flourishing; it is not needed in the hinterland which il 

sparsely inhabited and lags behind in culture and civilization. 

But even in the districts where economic communication is busy, • 

universal realization of the gold exchange standard cannot be expecte~ 
to be accomplished immediately. The easiest districts for the introduc

tion of the scheme should be selected at first and then it should be 
gradually extended to the other districts. 

In the realization of this plan, the gold sun should first be in· 
troduced as the money of account, then paper notes and coins should be 

put into circulation and finally gold exchange should be bought and 

sold, thus gradually perfecting the gold exchange standard. The present 
plan, geographically and systematically is designed to make a gradual 

advance towards the gold standard according to a well defined program. 

In this respect, the plan is comparatively easy to put into .operation and 
effectively practiced. 

(E) The Plan ia Reasonable in Its Metho~ of Establishing a Gold 

Reierve. 
Success in the establishment of the gold standard system depend. 

upon a sufficient preparation of gold reserve. From this consideration 

an accumulation of gold reserve has an important relation with the 

realization of the gold standard system. Kemmerer'. proposal pointa 

out the profit resulting from reminting coin on the basis of the gold 
standard. As explained already, this profit. i& possible only OD the 

condition that the old silver coins are withdrawn and new lun Iilver 
coins are put into circulation. The new SUD silver coin bas a fixed 
value according to Kemmerer's proposal but if ita actual .... lue doee not 
correspond to more than two· thirds of the face value, the circulation 

of the new sun coin is practically imposaible in China where the 



people .... IlCCIUMOIDed to the circulatiOllof coin accordiuii 'to its 

actual value. and the profit from remintingwill be reduced to a lIlere 

.-d. 
(F) But according to the present pIan the sun silv. coin ill' to be 

l>Ut into circulation' aCcording to the' prevailing ._ket "a\ue. A. the 
new coin ill issued confidently in keeping with the regulation of the Bd 

cumncy syStem. the people will be willinc to accept it. with the result 

that it will be easily absorbed in· the world of business. When the old 

coin is brought in. it will not be <t:elessed but'muat be replaced by the 
DeW coin. By tbia arrangement; the unification of the coins'in :the 

country will be accomp~hed easily and DStlitally. In thIli t~t. thll' 

present plan i. more practical than Kemmerer's proposal. 

-CG) The present plan is appropriate when the 'value of silver hal 

depreciated to Inch an extent .s at present. avoiding all i:cin£usion and 

the elect OD the prices of commodities which inight be' d.used if the 

new coin and Dew currency unit wl!re'introduced at the same time, Ali 

it i. not a tadical measure, it' inaintains an . intimate relation with the 

prevat1ing "alue of silver. The pIan is most feasible for a aation witlt 
a silver standard, affording time for the g09ernmot to formuJaUi the' 

necessary policy towards silver. 

(H) The DeW sun unit, es wen as the gold certificate, hes alr~y 
been put into effect in 80 far as the cUBtoms dut,.· iii' concerned. It is 

therefore'llot at all unreasonable to think thAt a geoglaphiul extensich! 

Of'thi. 'lIcheJile. which 11l1li already' been partially 'tried and is in the 
proces. of operation, ill the most convenient' plan and . will prove to be' 

fruitful. 

. Co"';"'1ItS 011 Re1_ Proposa", of tM Pan 

Refonn of the Chinese 'currency system ia bot a thing of recent 

proposal, many experts having advanced their plana from: time to time' 

for its realization; It hes also been a matter of course fori China to 

promise a CUIl'ency reform \II heDever it floated foreign IOIIDB or con-
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eluded treaties with other nations. Artiele Six of the Sino-Japanese 

supplementary treaty of commerce and navigation which was signed in 
October, 1903, for instance, is an example. According to this" China 

promises to undertake on her own accord to establish a unified currency' 

system to provide the country with a currency which may be circulated 

universally in all parts of the country. This currency will serve as 

medium for the payment of taxes, and all other credita and obligations 

freely as the. authorized currency for both Japanese and Chinese sub 

jects in the country alike--." Such a promise has been repeatedly 

made and the first proposal for the realization of the scheme was 
officially announced in 1903. 

(1) The Reform Plan Advanced by Robert Hart 

In 1903, the 29th year of the Kuangsu era, Robert Hart, British, 
pointed out the deplorable condition of the currency system and made 

a representation to the Chinese Government, urging the necessity of 

effecting a reform of the complicated Chinese currency system. He 

recommended the adoption of the silver standard, under which the 

Chinese currency might be unified. 

(2) The Jenks Proposal" 

The Chinese Government realizing the greatness of damage done 

by the fluctuation of the relative value of silver as against gold and the 

depreciation of silver in the foreign market, requested the United States 

Government jointly with Mexico to draft a plan in an effort to do away 

with this instability of the currency. At that time the American Gov· 
ernment appointed Hugh H. Hanna, Charles A. Conant and Jeremiah W. 

Jenks as a commission to make an investigation of the Chinese currency 

system. On the other hand the Chinese Government dispatched Mr." 

Natung (JIlm) to Japan to make an investigation of the currency 

Iystem in this country. 
The report of the commission WaR made in 1904 and perfected 



later with a supplementary explanation added during the "same year. 

After a cODSultation with England. France. Holland. Germany and 

Russia. Jenks having come to Japan himself for the purpose, the com· 

mission made .. representation to the Chinese Government 'urging the 

necessity ohdopting the gold excbanl\e standard. 

Accordm$ to this plan. China. should adopt a currency nnit c:orres-. 
pondmg to tM American 50 cents m value and mint lilver com to r&
present that .unit. At the ume time auxiliary coms. each representing 

from 85 to 90 percent (silver) of, its face value should be issued for, 

circulation. For the settlement of, fo:..c:ign accounts. the gol4 excbange 

should be sold with, a relative value of gold and silver at the .ratio of 1 ! 
to 32-

The method of selling gold exchange accordjpg to thil pl~ is to' 

i88Ue exchange for the value of gold correspondiJig to the amount of 

silver currency produced, plus commission fOr tbe issuance of the ex· 

change, with London, New York and Yokohama as its deStination (tbe 

amount must be' above $5,000 for' an exchange) for tbe settlement of 

international account. The 8ame' metbod 'is followed forexcbange 

direc~d toward China from the brancb offices abroad. The ieserve.. 

fund for tbe' excbange must be beld at· the financial centera of the 

various' nations concerned to pay for the exchange. In this' manner 
it was proposed' that Chbla should adopt the form of • gold excbange 

sbandard. 

Regarding tbe paper currency, Cbina had to establlsb a Cimtraf 

Bank similar ,to tbose in the otber countrie, Bucb as, f~, instance. 

the Bank of Japan or tbe Bank of France. iuid by.'meaDs of this 

institution 'make the issuance of paper currency mdependent, majp· 

taining from 33:3 percent to 50 percent of gold... apart of tbe 

reserve for the currency •. The rest.:of the reserve may beheld m the· 

form of gold certiicates or lOIIIl on credit OD: the baais of (1) profit, 

from mintage. (2) a sum proceedmg from the release of the BoXer In-' 
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demnity, (3) foreign loans, and (.1,) the output from the gold mines h 
the country. 

(3) Proposal made by Mr. Chang Chih·tung (iJI;tlJll) 

Many criticisms were directed against the plan above mentione~ 

and Mr. Chang Chih-tung, who was the Governor·General of Kwang 

tung and Kwangsi, was one of the critics. He was opposed to the pro 

possl on the ground that a realization of the gold exchange standar( 

was still premature, and denounced the gold exchange standard a8 lay 

ing too much emphasis on the interest of foreign trade and neglectin~ 

to take into consideration domestic business transsctions. 

He insisted on unifying the currency in the country first on thE 

basis of the silver standard. He proposed the issuance of 1 Kupin tsel, 

5 tsien, 2 tsien and l tsien. This theory was favorably considered b~ 

the Emperor Kuang·su (:l'fitlf'llt) of the Ching Dynasty. It proposed te 

iSSuE! the so·called tsel silver dollar on the basis of the silver standard, 

making the coin contain 0.96 percent pure silver. In addition to this 5 

tsien, 2 tsien and 1 tsien were to be issued as auxiliary coins Ind pul 

into circulation together with the copper coins which had been in ex' 

istence in the past. . In other words, the plan was the esta~lishl1lent Qt 
the silver standard on the basis of the tae1 Ilnit. The unit cQrresponds 

to abollt 63 cents of the United States money. .This refotl1l plan waa 

strongly urged at the time but was given up later upon the ~eatb of MIlo 
Chang. 

(4) Proposal Made by Mr. Cheng S'fIUJ·kuai (bill) 

Another reform plan worthy of attention was the gold exchange 

standard which was proposed in 1908 by Mr. Cheng Suan·knai. The 

ultimate purpose of this plan was the establishment of the gold ~cbange 

standard but the initial method of unifying the cummcy was the adop

tion of the ailver dollar. The new unit was to be the Kupin Iilverdollar 



of 0.72 tael with a quality at 900, which corresponds to 42 cents of the 

United States currency. 

(S) Proposal Made by Mr. Gerard Vissering 

In 1912, the first year of the Chinese Republic, Mr. Gerard Visser
ing, a Hollander, was appointed as an adviser to China to reform the 

Chinese currency. and at once star~ed .. to make a plan of ref~. He 
aimed at the establishment of the gold standa.rd, but be proposed that 
China should adopt the gold exchange standard for a period of about 20 

or 30 years as a measure toward paving the way for the accomplish

ment of the ultimate purpose.. 
The main feature of this propo881 was a practical method· which 

callid ·for no issuance of new currency during the- first period of cur
rency reform. The status of a gold standard nation was to be main

tained abroad, however. by the establishment of a nominal unit which 
was to be 0.3644883 graina of pure gold correspondinll to about 25 cents 
of UDited States money. and the central gO"fernment was to sell the gold 

exchange on the ratio between gold Bnd silver of 1 to 21. The second 
period of reform required the issuance of aul<iliary currency, and the 

withdrawal of the old currency was to be nndertaken in the third period 
of the reform. 

The Central Bank was to be established under the supervision of 
the government and it was to issue paper currency with a reserve of 
from 35 to 40 percent. This proposal like the rest was not realized. 

(6) The Ptoeitufllltiqn of the National eutrMCY OrrJinarrce. 

In 1913. the seeond year of the Chinese Republic. the Chinese 
Government abolished the Currency Reform Commission and the in
vestigation conc:erning the reform was shifted to the hands of the Na,
tional Council. The National Cciuncil decided the adoption of the silver 
standa.rd and on the following year (February 7. the third year of the 

Chinese Republic) it issued a proclamation. (Instruction No. 19) . 
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According to this law the right of minting coin is monopolized by 

le government (Article 1). The unit is the yuan, containing 6 tsien, 

fen and 8 lin of the Kupin pure siiver (Article 2). According to 

.rticle 12, .. When a party desires to have yuan coins minted to the 

1D0unt of silver bullion entrusted with the govemmeJ?t, the government 

lust comply with the request, providing that the party pay 6 Kupin lin 

II each coin minted to cover the expense of minting.... This shows 

lat the adoption of the silver standard is authorized by the law permit· 

ng the free minting of the yuan silver star.dard coin. 

The law was put into effect but it was unable to bring any reform 

I the currency system. It was impossible to eliminate the bad effect 

I the international account resulting from the lIuctuation In the value 

f silver by the operation of this law. Moreover the free minting of 

Ie silver standard coin was found practically impossible. Under the 

ircumstances the necessity of currenet· reform in China still exists as 

luch as in the past. 

In 1915, Dr. Wagel, adviser to the Chinese Railway Ministry, 

reposed the silver standard, declaring that the gold standard in the form 

f the gold exchange standard under the present condition of China Willi 

npossible. A reform proposal which is worthy of attention was ad

IlDced in 1918 by Mr. Tsao Ju-Iin (lrU). 

(7) Reform Proposal Made by Mr. Tsao Ju-lin 

In 1918, Mr. Tsao Ju·lin, Minister o£.Finanee, proposed a gold 

andard with its gold reserve distributed among six cities. According 

,this plan, the unit of value is the gold yuan, representing 0.752318 

rams of pure gold. The gold coin is not to be minted at first but the 

~ank of China (1ftIilljIUT) and the Bank of Communications (~liIi.fI) 

re to issue paper currency as the central banks of China. The auxi

ary money is to be issued according to the National Currency Oldin

nee of 1914 (the third year of the Chinese Republic), the relative 

alues of gold and silver to be published from time to time. The fol-



lowing may be pointed out as th!l importantitems of the gold, certificate 

ordinance. 

The Gold ~rtificaU Ordinance (Proclaimed on August 10. 

7th Year 0/ the Chinese Republic). 

Anicle I-The government may have gold certificates issue!). ~y 

the banks designated by the Currency Bureau (t1tlWliU) as measure to 

prepare for the adopti6n of the gold standard to facili~te foreign, trade. 

Axticle '2-The unit of the gold certificate is one yuan. ~ach 

yuan must contain 0.752318 grams of p~e gold or 2 fen (:9-),!3 s~ 
(~). 8 hu (!i!). or 8 of the Kupin silver., One tenth of a)1uan is called 

"chiull (A). one, hundrecIth ,s fen (:9-). ont; thousandth stsiao Oil),? 
following the decimal system. 

Axticle ll-Kinds of gold certificates --. 
Article 4-Before the gold yuanis issued. the holder oIthe gold 

certificate may draw a bill of exchange for domestic or foreign purpose~ 
at thll bank designated by the goyernment. After the issuance of the 
,gold yuan. he m,ay have it converted into gold yuan as well as draw a 

bUl of exchange with it £o~ domestic orforeign l1urposes. 

(8) ProposQ't Made by the Economic COnference' 

When the Economic Conference w~s held in 1928, 17th year of 
'tI:je Chinese Republic. the conference adopted among many projects the 

silver standard. It was the silver standard with the old silver dollar as 
its unit. making it contain 23.9024808 grams (368.87 grains) of pure 
silver. The tael was abolished. adopting yuan in its place. In regard 
to the issuance of the paper currency. China' was divided into four 
banking divisions (Tientsin, Hankow, Kwangtung and Shanghai). 
making the banks monopolize the right of issuing the paper currency. 

As has beeD pointed out, many proposals for currency reform have 
been projected but none of them has been realized, with the result that 

the confusion of clXrency still continues as it was in ~he past. The 
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ecessity for reform has always been prolific of arguments and the 
test reform proposal is the one advanced by Dr. Kemmerer. 

(9) The Kemmerer Proposal 

The report on the Chinese currency made by the Kemmerer 

lancial commission was presented to Mr. Sung Tzu-wen, Financial 

[inister of the Chinese National GovernmE'nt, in November, 1929. 

he object of the report was the presentation of a draft law proposing 

put into immediate effect· the gold exchange standard system in 
hina.' 

This draft law' comprises 40 articles and is classified under five 

,adings-(l) The Standard and Unit of Value, (2) Coins and 

linage, (3) Legal Status of Gold-standard Currency, (4) Maintenance 

the Gold-standard, the Administrative Organization thereof, and 

anner of Its Functioning, and (5) the Gradual Substitution of Gold· 

mdard Currency for Non-gold-standard Currency. 

As has been stated, a reform of Chinese currency had been pro

sed more than once before_ Kemmerer's project aims at (1) the 

~lacement of the present confused state of the Chinese currency by a 

ified currency system which is applicable throughout C\lina, and (2) 

l promotion of business transaction and the development of China by 
roducing the gold standard. 

(a) Theoretical Basis 

The currency system of a nation is primarily based on a standard 

:I unit. The form of a currency system differs according to the 
ndard and unit adopted. The present project clearly aims at the gold 

ndard, stating in Article 1 that" The National Government of China 

>pts the gold standard currency system and gradually extends its 

1. The report was translated into Chinese and after being reviaed by Mr. Wang 
Yun-wu of the Central Research Board w .. publishod in the newepapen ae a 
Project of a Law for the Gradual Introduction of a Gold-Standard Curreacy 
Sy_inChina. 

2. Report, page 40. 
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scope throughout the Chinese Republic! 

The project also proposes to aaolish the old yuan unit and intro

duce a new unit the .. sun:'" representing 60.1866 centigrams of pure 

gold as its value (Article 2). The sun stands for 100 cents, one cent 

being equal.to 10 mills' (Article 3). 

The right of coinage is monopolized by the state. and coins are to 

be minted exclusively at the mint in Shanghai and iis branche. under 

strict surveillance (Article 4). The variety of coins to he minted at 

these mints. are (1) sun silver dollar. (2) 50 cent silver coin [5 1IIJ 
and 20 cent silver coin [2 fiJ] as auxiliary coin, (3) .10 cent [1111] ud 

five cent nickels, and (4) 1 cent,S mill and 2 mill copper coins. They 

are to be circulated exclusively in the country (Article 5).' Although 

it is Ii gold standard system, the gold coin is not to be produced as in 

the case of the gold standard in the past. As the' stsndard is not in~ 

tended1or.a.c~u)atiOD of gold coin, it should be called a non·gold-coin

circulation gold standard.· 

The standard coin. the sun silver dollar. is to weigh 20 grams. con-

1. Report. _ L 

Rec:opizes the gold·exchange standard os a ao1d standard. a. Report. _ L I 
/ 

The Cbinese traDalallon of the report makes the following otalelDent re
ganIiog the uae of the world d IUD" ".) « s., the abbreviation of the new 
UDiI: d SUD, N as it appeared ill the report: . 

Project of Law 1M the Gracluallntrodw:tioll of the Gold Carrenq s,aI8ID 
iDCW& • 

Article 1. The Cblnee National Government adopta the gold IItaDdard 
fnmlthe da:y "" which the _t law shall go balD effect and wiD .. aduaDy 
ealatge its scope throughout the COWltry. . I 

Article 2. The UDIt of curreacy contaias 60.1866 c:eatisraIDS ci pJ", go\d, 
and II called the .. IUD" (II) indk:ated by the abbreviatioD .. S." .) 

Article 3. ODe IUD 8bIDcIJI_ 100 CCDts aDd 1 c:eat 1M 10 miIJ& \ 
3. Re-'o P"IIe L • 

The .....icon f« fixiDg the value of the IUD UDiI: at these figureS is ex
plaiDed ill the fonawg aenteDCe appeariDg ill the report, page 40: 

• Tbi& UDit was IOlected largely because It is of ~y the &aIDe ·c="!" terms of gold, OS the silver dollars DO: CurreDt ill IDOS1: parta of 

4- Re-'o page 2-
Ii. Report. _14. 



lining 800 out of 1,000 parts of pure silver, corresponding to 16 grami 

r pure silver (Article 6), becoming unlimited legal money. The rest 

r the coins are to be limited legal money and are to be used for pay. 

,ent of all kinds (Article 14),' with the provision that the 2 mill copper 

)in may be minted only when the Minister of Finance recognizes it a8 

Ivantageous and may be circulated only in the districts designated by 
im (Section 2 of Article 5). 

The status of auxiliary coins is regulated as foIlows: The 50 cent 

Iver coin weighs 10 grams, containing 720 out of 1,000 parts of pure 

Iver and corresponds to 727 centigrams of pure silver. The twenty 
:nt silver coin weighs 4 grams; containing 720 out of 1000 parts of 

Ire silver and corresponds to 288 centigrams of pure silver (Article 7). 

The weight of a 10 cent coin is 4>' grams, and that of • 5 cent 
_in 3>' grams, and both are to be minted in nickel. They are to be 

:arly pure nickel and the proportion of other metals in the composi· 

)D of the coin is to be decided upon by the Minister of Finance after 

&king inquiry of the authorities of the central minL When once 

:cided, the decision cannot be changed except by law (Article 8). 

The one cent auxiliary coin is to weigh 5 grams, the >' cent coin 3 

'ams, and the 2 mills coin 1>' grams. The proportion of the in· 

'edients of these coins is the same. being 95 per cent cllpper and 2]4 

or cent each tin and lead (Article 9)." 

As gold is necessary for the payment of international accounts, 

though silver coins and paper currency issued by the Central Bank are 

,ed for domestic purposes, the Currency Department is required to 

'nvert them Into gold, according to either of the following conditioDs 
ilich the Director of the Currency Department' may choose, whenever 

L Report, page 6. 
2. According to the provisioa of Article 11. "The 6mit of tolenmce of oiI"er 

coins in bulk .baD be three cme-tbDusaDdtbs in _ aDd three _~
sandtbs in .. eight, Tile limit of toIenmce for individual silver _ ahalI be 
130 milligrams for the dmominatioos of 1 SUD aDd of 50 c:enlB, aud 100 miI
Jigrams for the deDomiDatioD of 20 """IS." 

3. A bureau of the Ministry of FiJIaDce (Artide 16.) 



the coins corresponding to the legal weight under the gold standard are 

actually produced, at the government offices or agents at Shanghai, 

Nanking, Canton (lJlffl), Tientsin. Peiping, Hankow, Shenyang (i1iI'Ji) 

and other points designated hy the Minister of Finance. 
(1) Gold hullion (the value of one gold hullion ranges from 

15,000 to 25,000 sun) used for the settlement of ordinary international 

account is converted into sun at the mint p~ making 60.1866 centigrams' 

of pure gold one sun. 
(2) Telegraphic transfer to the foreign bank with which the gold 

standard funds are deposited for the maintenance of the gold standard. 

(3) Exchange on demand payahle at the bank mentioned. 

(4) Sixty days' sight bill of exchange for the bank mentioned. 

The sun for the telegrapbic transfer and the bill of exchange as 

mentioned must not be less than 2,000 SUD at each time (Article 22).' 

Under this method of conversion, China can maintain the dignity 

of being a nation with a gQld standard, settling all international accounts 

with ~old bullion or gold exchange although it is internally a nation of 

silver coin. 
BU,t the present case deals with an instance when China should pay 

to other countries of gold standard. When the other countries should 

1. When a conversion is BOught. a commission is demanded by the receiver of 
oaid telegraphic exchange or exchange beyond the limit of the mint par of sun 
and the currency unit of the country or the district ill which the bank accept· 
ing it is situated. The commission for the exchange, as indicated in this sec· 
tion, represents the expense for the actual transportation of gold coin. cor
responding to all expenses incidental to the transportation of gold bullion from 
the district in China in which the exchange was drawn to ita destination at 
which the said exchange is accepted and DO more. When the amount of com· 
mission is to be fixed for the telegraphic transfer and the sixty days' sight bill, 
a proper amount of discount must be made, taking into consideration the in· 
terest on the bill on demand as standard. In the case of transfer of gold from 
San FranciacotO New York at mint par, requiring no expense. accordingtc 
the Federal Reserve l>¥stem of the United States, the commission on the Ne" 
York telegraphic transfer and exchange is charged according to the rate oj 
the actual transportation of gold coins from the point of issuance to San Fran· 
cisco. The rate of commlsion is fixed from time to time by the Gold Standard 
Exchange Committee. This committee is composed of the Minister of Fin· 
ance, Director of the Currency Department, a director appointed by the Cen· 
tral Bank and a foreign exchange expert appointed by the A!II!OCiation oj 
Bank. in ShanghaI with the Minister of Finance as chairman (the latter sec· 
tion of Article 21.) 



lay to China. Foreign Depository Banks' are required to sell their ex· 

:hanges' against their funds in China payable at Shanghai. 

The rate of sellibg and buying exchange is fixed from time to tima 

Iy the Gold Standard Exchange Committee (Article 21). 

According to thE' provisions of Article 23. "the Minister of FinanCj 

Ihall authorize and direct the Banks which act as depositories of th 

:told·Standard Fund abroad. hereafter called .. the foreign depositor 

)ank." to sell on demand. for cash in gold-standard money current iJ 

:he foreign country in which they are located, cable transfers, deman~ 
lrafts or 60 day sight drafts down on the Gold-Standard Fund, aD~ 
which shall be payable in sun at the oflice of the Gold-Standard Fund 

in the city of Shanghai. These transfers and drafts shall in no case b~ 
for a sum of less than S2.000 ... • The gold exchange standard is to b1 

realized by this method of domestic exchange, coupled with the metho~ 

)f foreign exchange as mentioned. 

1. Foreign Depository Banks mean the bank. with which the gold standard f""" 
abroad (in China) is deposited. 

2. Telegraphic transfer exchanged on demand or the sixty dayti sight bill man 
be sold. 

3. .. The Minister of Finance may. moreover, at biB discretion.lalso authorize ~ 
direct any or a\I foreign depository banks abroad to seU cable transfer a 
draft on the Fund, of the kinds above-mentioned; drawn on the offices 
agents of the Fund in which gold-standard c:oina are being redeemed under tIo 
provisions of Article XXI of this law. 

Cable transfers and drafts of the kinds above de9cribed shall be aol 
abroad on the Gold-Standard Fund in China only at premia representiog 
shipping points for g"ld. and said premia above the gold par of the sun wit 
the monetary unit of the country in which the cable transfers or drafts ar 
sold shall always be sufficient, but not more than sufficient, to pay a\Ilegitim 
expenses involved in the shipment of gold bars from the foreign city in w . 
the cable transfer or draft is sold, to the Chinese city in which it is payable 
PrOVided, That so long as transfers of gold credits can be made, at par an 
without charge, between New York and San Francisco, through the F 
Reserve System of the United States, the premium rates fixed for cable tr 
fera and drafts sold in New York and drawn upon the Gold-Standard Fund . 
China, may be baaed upon the costs of shipping gold from San Fmncisco ~ 
the city in China on whose Gold-Standard Fund depository the cable transf .... 
or draft is drawn. 

In determining the premia for cable transfers and for 60 day Bight ~ 
due a\Iowance sha\I be made for the item of interest, the demand draft rat<! 
being taken as the basic rate. 

The premium rates to be charged for such drafts sha\I be fixed from tillNll 
to time by the Gold- Standard Exc:hange Committee mentioned in paragraplro 
3 of Article XXI of this law and sha\I be publicly lUIIIOUIlCed in China aiI4 
abroad." 
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In such a system the Gold Standard Fund plays a very important 
part. The fund is placed unde~ the management of thll Currency De
partment in the Ministry of Finance (Article 16 an'd 17) with an objec 

\>f Ilstablishing the currency system OIl the basis of a gold standard and 
maintaining the mint par of the curreney (Article 18.) It is also 

required that the Fund should not go below 35 per cent of the total 
amount of gold standard currency under circulation including the coin 

reserves of all banks. The following revenues are applied to constitute 

the basis of the fund: 
(1) The seigniorage of the govemment resulting from the mint

age of coins for the gold standard. 

(2) The profit resulting from the sale of exchange as provided ill 
Articl~ 21 and 23 of this law. 

,(3) Interest received· on such parts of the Fund as are deposited 

or invested in foreign countries. 

'4.) The income resulting from the patent tax imposed on the 
Cent~al Reserve Bank by the Central Reserve Bank Law as well liS tM 
deficiency reserve tax (the tax on the excess issue) imposed by the 
eame law. 

(5) The fund to be received by the Government, resulting from 

the sale of a part or all of the Central Bank shares. 
(6) The other incomes to be received by the government, result· 

ing from the establishment and maintenance of a gold·standard coinage 
and from the functioning of the gold-standard coinage system. 

(7) Net profit resulting from the loan Boated to secure stability 
of currency following the enforcement of the law. 

The Gold Standard Fund thus realized from various financial sources 
may be classified under two headings (Article 19). 

The first part comprises (a) the earmarked gold bullion and gold 

coin held specially Jor the purpose in China or abroad, (b) the gold 
deposits in foreign banks of high Btanding located outside of China, and 

(c) high grade foreign banker's acceptances drawll on banks and bankers 



located in those financial centers in the banks in which gold standard 

fund money may be deposited under the provisions of the last paragraph 

of this article. 

The second part includes (a) the gold standard coins of China, 

which are ~hysically held in the vaults of the Gold Standard Fund or in 

those of various agents of the Gold Standard Fund in China appointed 

under the provisions of Article 20 of this law, (b) silver, nickel. copper 

and other kinds of metal purchased by the government of China to be 

used for coining gold standard money, such metal to be held at its 

purchase price or market value according to whichever is lower. (c) 

newly minted coins still in the custody of tbe mint of China and (d) 

~old standard coins under process of shipment from one office or agent 

~f the Gold Standard Fund to another (Article 19). 

This Gold Standard Fund is not allowed to be deposited with 

:::hinese banks in China. foreign banks in. China or branches of Chinese 

Janks abroad. Moreover. even in the case of foreign banks abroad. 

Ihere is a condition that the institutions with which the fund is to be 

leposited must exclusively be those situated in the three financial centers 

J£ the world with the broad international market as well as the perfect 
'ree market of gold for their exchanges (Article 19). 

Of these two classes of funds. the more important is in the first 

Jart, chiefly the reserve for the conversion of the gold standard 'coin. 

fhe provision of Article 24 regarding the conversion states .... Under in

,truction from the director of the Currency Department. the offices and 

Igencies of the gold standard fund in China shall he provided with a 

iupply of different denominations of gold standard coins. These offices 

md agencies shall exchange. with charge for the public on demand, in 

iums of S 10 fen C S)o) ~r multiples thereof. coins of any denominations 

)f gold standard money for the coins of any other denominations, in 

10 far as they shall have funds available for the purpose." 

As for paper currency, there are all kinds and varieties of them in 

:;hina as stated before, and the plan.is made to unify them by replacing 
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them with those issued by the Central Bank. Speaking of the gold 

standard money, it includes not only the metallic money but the con

vertible note issued by the Central Bank as well. When the Central 

Reserve Bank of China is established, it is a matter of course that the 

paper currency as' issued by the bank will serve for the purpose 

(Article 12). 

(b) The Basis of Functioning 

The matter of first and foremost importance in the practical func

tioning of the new law is the date on which the new law is to be put 

into practice and the relation between the new and old money. 

The draft law proposes the direct. adoption of the gold standard 

system and attempts to extend the system throughout the cou~try 
through the five stages of development. They are (1) the Gold Stan

dard Curren~y' Circulation Date for the Province, (2) the Gold Standard 

Legal Tender Date; (3) the Debt Adjustment Date, (4) the Copper 

Coin Stabilisation Date and (5) the Final Note Retirement Date. 

(n PERIODS OF THE CURRENCY REFoRM 

(a) The Gold Standard Currency Circulation Date 

The matter of first importance for the enforcement of the new law 

is the aate on which the law is to be put into operation. The lirst of 

the five items means this date. According to the provision of the draft 

law (Article 12 and the Report, page 121) the Minister of Finance is 

required to publish several times the name of the province and the date 

on which the gold standard system is to be emorced in that province at 

least 60 days ahead of the time. Upon the arrival of that date, all the 

daily business transactions as well as bank deposits, debts and credits 

and other legal contracts must be paid with the gold standard money. 

The gold standard currency is likewise used for. the payment of all 

kinds of taxes, commissions and. other accounts and for articles dis

posed of by the government, postage stamps and railway fare. The 



rate of conversioa is one sun for BEl old silver yuan d01la1 .CI long .. 

the Natiomal Currency System Committee does not decide differently 
(Article 12).' 

As this law, however, is Dot a compulsory one, it does not prevent 

the use of the gold standard currency along witb the non-gold standard 
currency (Report, page 122). 

(b) The Gold Standard Legal Tender Date 

According to the provisions of Article 13, the Minister of Finance 

nas the obligation of fixing the Gold Standard Legal Tender Date 

within one year' of the adoption of the gold standard for the gold 

standard province, and of duly proclaiming it. The proclamation how· 

ever, merely permits the use of the new gold standard currency and has 

no power to enforce it. As it is necessary to unify. the currency by 

gradually increasing the circulation of new money in the gold standard 

province, the new money is to be invested with the legal status, making 

it the sole legal currency in the future for the daily tr8DS8Ction of 

business, settlement of outstanding accounts and public obligatioas 

generally. 

A period' of one year after the adoption of the gold standard system 

is regarded as necessary for the enforcement of th~Geld Standard Legal 

Tender Date in order for the people to become familiar with the 

new curreney (Repert, page 123). Thus 'the gold staadard money win 
be the only legal and cempulsory currency after the enforcemelit of the 

date. Uader this condition, sun silver coms will be paid for all purposes 

irrespective of amount, being the so·called unlimited legal curreacY'. A 

limit is set on the amount of paymeaf at one time in smaller deDomina-

L This rate of conversioD may be changed and duly precJaimed by tbe Minister 
of FiDance at any time for tbe publK: in-. bat auch adIaDge Ie II> flO
eifectatleast 10 days after tbe date of proclamatinn(Article 12, 1II!di0Jl5and 6.) 

2. The date for the eoforcement must be six IJIIIDIbs after tbe procIamatioa of 
tbe Gold Standard l.ega1'Tender Date and one year after tbe enforcemeat of 
tbe gdd IIIaBdard c:arnoacy Jaw. 
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tions of auxiUary coins as a measure to protect the iQierest of the party 

receiving the payment in the same sense as such a measure regarding 

the auxiliary money is interpreted generally in other countries. Accord

ing to this regulation, a payment in 50 cent or half yuan coin at one 

time may be made up to 25 sun, 20 cent coin up to 6 sun, 10 cent and 

S cent nickels up to 2 sun; and one cent, half cent and 2 mills up to 20 

cents as limited legal coin (Report, page 125. Article 14). 

(c) Debt Adjustment Date 

The Minister of Finance, according to the motion made by the 

Currency Committee, proclaims the Debt Adjustment Date in various 

districts and provinces. 

After the proclamation of this date, all the debts which were to be 
paid with theola money are to be paid with the new money by convert

ing the old into new currency according to a ixed rate of conversion. 

The conversion of the old money into the new must ~e made .in 

the payment of debt wbether to the central government, to the local 

government or to people in general. Any contract wbich calls for a 

payment of debt in tael'i. to be settled by converting the tael into the 

new money after the enforcement of the Debt Adjustment Date. 

A difficulty, however, lies in fixing the rate of conversion from the 

old intd the new money because of the tact that the money differs in 

different localities and fluctuates in vaiue. 

Under the circumstances, it is necessary that the rate must be fixed 
locallY'. In fixing the rate o( conversion, the opinion of the national and 

local currency committee must be taken into consideration but it is 

necessary as the basic principle to take as standard the average of quola

tions prevailing in the money market for a period of 90 days previous to 
the enforcement of the date. 

As for the c,onversion of the tael, 23.90957 grams pure silver of 
silver yuan is to be the standard measure and is to. be proclaimed 30 

days before the enforcement of the date (Al'ticle 1&. page 128). 
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(d) Copper Coin Stablilization Date 

One cent copper coins which are now under circulation in China 

must be unified. With the enforcement of the Copper Coina Stabiliza· 

tion Date, therefore, the Minister of Finance, upon consultation with the 

government currency committee, is to retire them. The retirement is 

to be made at a rate of 200 cents to one sun or above until the market 

rate is stabilized at below 200 to 1. 

When the value of copper coin is thus stabilized in more than 

three provinces, the Minister of Finance is to lissue a proclamation of 
the Copper Coin Stabilization Date in those provinces. At the same 

time the new one cent copper coin with a face value of one cent or 2 fen 

(~) is to be put into circulation to retire the old coin (Article 31).' 

At the same time the transportation of the old copper coins be

tween provinces, and their export and import to or from foreign countries 

is to be prohibited, pending the proclamation of the Minister of Finance 

to the effect that the stabilization of the value of copper coins is secured 

throughout the province (Article 31).' 

(e) Final Note Retirement Date 

The foregoing paragraphs are concerned with the metallic money, 

but in China as has been mentioned, there is no unity in paper currency, 

all kinds of notes issued by the central government and the local govern 

ments being in circulation. A large proportion of them have ~e. 

preciated in value. Under the circumstances, it is impossible to hope 

for a currency reform in China without effecting a readjustment of 

paper currency. 

The Government Currency Committee is to advise the Minister of 

Finance to effect a constant retirement of paper cUrrency and to put 

1. The copper coins withdrawn are to be melted by the guvenunent (Article 32). 

2. U any ODe violates this ban, he is liable to be deprived ot his copper coins aDd 
subjected to a fiDe of 25 SUD, as peDa!ty. 
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,into circulation the gold standard coins and bank notes issued by the 

Central Bank ~f China (Article 33).' 

III accordance with this advice, the Minister of FinanCe is to issue 

a proclamation of the Final Note Retirement Date. The date is 6.xed 

for the provinces separately, providing that there should be a period of 

one year of grace before the' enforcement of the date. But the date. 

must not be en~orced before the Debt Adjust~ent Date !lnd yet must 

be within two years of the enforcement of that date (Article 34). 

When the law is adopted, all the provinces, local organizations and 

banks which have been issuing notes are. required to stop the issuance 

and at the same time to begin the retirement of paper notes previously 

issued (Article 35). 

"In the event that the notes in some locality should happen to de

preciate at the time of withdrawal, the Minister of Finance, with the 

approval of the Government Currency Committee, may for the bene6.t 

of the general public (jx the rate of conversion for the retirement of 

notes depreciated in value below the mint par. 

If the retirement is not completed by the Final Note Retirement 

Date, the provincial government or local government is to deposite with 

the Central Bank, its branches or agents a certain amount of gold 

standard money corresponding to the amount of unwithdrawn notes' to 

contin~e the further withdrawal. After a period of three years from 

the enforcement of the. Final Note Retirement Date, a surplus of money 

deposited is to be returned to the depositor. From this time on, the' 

L A. a measure Ix> UDify the paper mollOY. there is a draft plan proposed by the 
Commission of Financial Experts for a reform of the old Central Bank of 
China and the establishment of the Central Reserve Bank of China. Accord: 
ing to this plan, the Central Reserve Bank monnpnlizeo the right of issuing 
paper currency' and issues bank nates on the basis of the golcl standard coin 
(Report, page 170 and page 47). 

2. The amount· of deposit money on this occasion is decided according Ix> the 
prevailing quotation of silver on the money market on the Final Note Retire
mentDate(~e~ 
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the local government itself is to undertake the withdrawal until it i 

relieved of its responsibility according to the law (Articl~ 35) ." 

In the absence of deposit money, the Minister of Finance, UPOI 

investigation by the Government Currency Committee, may accep 

bonds issued for the purpose by the locality concerned (Articles 35. 37 

page 172). 

(n) THE N~TIO~AJ. CURRENCY CoMMISSIO~' 

The National Currency Commission has considerable significanci 

in connection with the adoption and operation of the present law 

According to the provision of Article 25, the National Currency Com 

mission of the Ministry of Finance is in a position of importance,havinl 

the right to retire the old money and exchange the old money fOI 

the new. 
The National Currency Commission is composed of three members 

and according to the provision of Article 16, the director of tlu 
Currency Department is to be one of the members in virtue of his post, 

The Minister of Finance is to appoint the other two members from 

among experts who have a special interest and knowledge in the mattel 

of the currency system. The term of service is tWO yean and the 

members may be reappointed (Article 26). 

The commission devotes all its efforts toward the accomplishmenl 

of its business, but as it is impossible to look after all matters whicb 
fall within the scope of its jurisdiction, auxiliary organizations are te 

be maintained to assist it. 
'One of them is a body of Foreign Currency Experts who are to be 

appointed by thll Minister of Finance {Article 26). 
The other auxiliary organ is the Provincial Curreney Commission. 

China isa vast country with different customs according to locality an~ 

L The ilIsuanee tax is levied OD the remalDder of DOtes at the )In>IIl".-ive ratA! 
after the Fioal Nate Reliremeat Date (Artio:Ie 36). 

2. Articles 25 '" 30. Article 21 is about the Gold StaDdanl ~ 
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there are many things that the central organ cannot decide upon alone. 

Under the circumstances, each provipce is to establish its own Provincial 

Currency Commission to assist the Nationsl Currency Commission iu 

the matter of local currency reform. 

The Provincial 'Currency Commission is also composed of three 

members, and the Minister of Finance appoints those recommended by 

the National Currency Commission for the post for ~ term of one year 

(Article 27). Ita duty is to assist the National Currency Commission 

directly. 

With the assistance of the auxiliary organs, the National Currency 

Commission taken up all kinds of business for the reform of the cur

rency system. The principal business of-the commission is composed of: 

(l) Plans for local currency reform (Article 28) such as promoting 
propaganda about the 'obiect and method of currency reform through 

newsp~pers, posters, lectures, pamphlets etc. 

,(2) Research and report on the condition of local currency (Ar
ticle 29). 

In other words, the National Currency Commission is to make 

research on the condition of local currency with the assistance of the 

auxiliary organs and accomplish its duty of reporting the result of re

search work to the Minister of Finance wil,ellever requested. 
(3) The National Currency Commission is to propose to the 

Minister of Finance the rate of exchange of the old money for the new 

(Article 30). 

The rate proposed by the National Currency Commission for the 

exchange of old money for the gold standard money, for which the 

Chinese government is responsible, ia liable to change because the value 

of the old money differs according to locality, time and differences 
among themselves. 

The basis for determining this rate is tbe prevailing quotation in 

the important international metal bullion market on the metal contained 

in the said money as well as the quotation prevailing during the previous 
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90 days in the Chinese province concerned. The decision on the rate 

will be made on this basis with certain modifications from a considera· 

tion of the public interest. When the Minister of Finance recognizes 

the rate thus fixed as justifiable, he is to publish it. This is' the firial 

decision on the rate for the withdrawal of old money and no one is 

allowed to object to it. 

I have explained the general outline of Kemmerer's currency reo 

form proposal and will make a few comments on it in my concluding 

chapter. 

<CONCLUSION 

A survey of the tendency of Buctuation in the value of silver shows 

that the value has been depreciating very much since the middle of the 

19th century. < The tendency of various nations to replace the silver 

standard by the gold casts a dark shadow on the future valu<e of silver.' 

The dep<reciation will tend to bring about the depreciation of <silver 

exchange, causing a serious financial blow to countries with the silver 

standard, because the Buctuation of the rate< of silver exchang!, is 

generally in accord with the Buctuation of silver in the countries with 

the gold standard. It is apparent that it constitutes a grave o~stacle for 

L Table<of Quotations on Silver (London Market),' uDit is cI. 

1860 ................. . 
1870 ................. . 
1880 ................. . 
1890 ................. . 
1900 ................ . 
1910 ................ . 
1915 ................. . 
1920 ................. . 
1921 ................. . 
1922 ................ .. 
1923 ................. . 
1924 ................. . 
1925 ................ .. 
1926 ................. . 
1927 ................. . 
1928 ................. . 
1929 ................. . 
1930 (Aug. 31) .. . 

61.11/16d 
60.9/16 
52.1/4 
47.11/16 
28.1/4 
24.5/8 

,31.11/16 
6L7/16 
36.7/8 
34.7116 
31.15/16 
34. 
32.1/8 
28.11/16 
26.1/32 
26.3/8 
24.7116 
16.1/2 



the well being of the financial and foreign trade c9nditions of that. 

country. 

A glance at foreign trade conditions shows that China is a nation 

whose imports exceed its exports, while the countries with which it' 

carries on trade are nations with the gold standard. As the result, the 

Pepreciation of silver makes China's obligations in the settlement of 

accounts excessively heavy. On the other hand, the depreciation of 

the silver exchange puts China in a v~ry disadvantageous position 

making it sacrifice its wealth for the interest of other nations.' 

For China which has to pay an enormous foreign debt in gold,·the 

depreciation of silver results in a relative appreciation of gold exchange, 

L • Table of ChiDese Foreign Trade (Halkan tae1l1nit) 

Year Net Imports Exports Total 

1900 ............ 211,070.422* 158,996,752 370,067,174 

1905 ............ 447,101,791 227,887,199 674,988,988 

1910 ............ 462,964,892 380,388,328 843,796,222 

1915 ............ 454,475,719 418,861,164 873,336,883 

1920 ............ 762,520,230 541.631,300 1,303,881,530 

1925 ............ 965,090,593 776,352,937 1,741,443,630 

1928 ............ 1,195,969,000 991,355,000 2,187,000,000 

* R ... ""portstioD DOt included. 

2. The Yokohama Specie Bank Reports, No. 18, page 18. 



meaning an increase in the amount of public loans and the obJigation of 

the Chinese people.' 

When considered internationally, the adoption of the gold standard 

for China must be the first step forward in the development of national 

power for that country. 

Speaking of the gold standard, we may mention three kinds 

(a) the gold coin standard, (b) the gold bullion standard and (c) the 

gold exchange standard. 

The gold coin standard is the gold standard which adopts the 

minted gold coin as the medium of transaction, and which was practiced 

up to the outbreak of the World War by Japan as well as by Great 

·Britain, the United States and Germany. It was, historically considered, 

the first form of the gold standard. 

Since the World War, the gold standard has assumed a new aspect, 

the nations having adopted the gold bullion standard in place of the 

gold coin standard. This cannot be regarded as a mere matter of 

change in form. In this I 6nd a great change in the economic signi

ficance of the gold standard. 

1. AlIlOUDt of China's foreign debts. Statistics Appearing in the Shsnghai Bank 
Weekly of May. 18th Year of the Chinese Republic:. 

Countries from which 
loans were obtained 

Japan ...................... .. 
Great Britain ........... . 
Russia .................... . 
France .................... . 
Gertl\\U1Y ................. .. 
United States ........... . 
Italy ....................... . 
Belgium .................... . 
Holland .................... . 
Denmark ................. . 
Others .................... . 

Total .................. / 

Amount of debts 
(Yuan dollar) 

51] ,824,000 
46l.505.OOO 
290,605.000 
231.~88.000 
179,281,000 
127,260,(100 
123,013,000 
108,813,000 

6,679.000 
4,162,000 
1.925,000 

2,056,555.000 



To provide the nation with a currency of stable value for domestic 

use was considered of utmost importance in the past. In this sense, the 

gold coin standard with the gold coin as its medium of operation prac

ticed before the World War was nearly an ideal standard for the 

early period of the gold standard system. 

Recent economic development has intensified the interdependent 

relation of the nations of the world, making it impossible for a nation 

to develop unless it maintains its interdependence with the rest of the 

nations as a part of the economic whole, just as it is impossible for 

any member of a community to live an economic life unless he 

maintains an interdependent relation with the other members of 

the community. The situation may be regarded as a step forward in 

the tendency o£ the movement from national toward international 

economic life. 

Such a development toward a world economic life demonstrates 

how great an effect the Jife of one nation has upon the other. 

This condition becomes all the more apparent when seen throught 

the currency system of a nation. 

In the early stages of international economic development. the gold 

coin standard, which supplied gold coin of stable value for domestic use. 

had great significance. But in an age when the economic life of one 

nation has become closely related with those of the other nations,when 

they react upon one another as they do today, it has become impossible 

to tbink of a stability of currency without taking into consideration the 

economic conditions of the others. From this point o£ view the single 

gold standard as a measure to provide a nation with a stable currency 

for its domestic use has lost its significance . 

..I£ stability of currency is sought only for domestic purposes, the 

gold coin standard need not necessarily be the method for it. Stability 

of the value of currency for domestic purpost's can be secured by 

issuance of inconvertible DOtes to a certain limit. The managed 
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currency as proposed by Mr. Ke~es of England may be one of the 

methods to obtain such an effect.' ~ . 
Considered from the angle of foreign relations. the medium of 

settling international account is gold. It is for this reason that a nation 

must establish its currency on the basis of gold. which is the inter· 

national currency. in order to maintain the internatienal value of its 

currency. In other words. maintenance of the stability of the rate of 

foreign exchange will minimize the effect of international fluctuations 

on the currency at home. making it possible to bring about a stability of 

currency in the country. The significance of the gold standard of the 

present generation must be sought in this international nature of gold.' 

In another words. the importance of the gold standard lies in ita inter· 

national significance. 

Both the Cunliffe Commissions and the Chamberlain Commission" 

of England in charge of the reform of the currency sys~em stated in 

their reports following the World War that the minting of gold coins 

for the operation of the gold standard is not of vital importance. The 

reports clearly indicate that the gold standard has shifted from national 

to international significance. It is because of this reason that all the 

nations of the world returned to the gold standard in the form of the 

gold bullia"n standard following the World War. 

Nevertheless; the realization of the gold stsndard in the form of 

the gold bulJion standard in China might be regarded as practically im· 

possible. From a theoretical viewpoint. the gold standard will bring 

about advantages in stabilizing the currency. in foreign trade and in 

administration of national finance. For China which is under the old 

L G.M. Keynes: A T,acI tm MtmelfWY Be/orr... 

Z. The G_1I1 Ctmdilitm 0/ Ctumtey SysUttu itt Po,ei". CtlJlttlrl",. by !be 
Author, page 68. -

3. Instituted in January, 1918 by !be Minister of !be Exchequer with Lord Cun· 
!iffe, former president of the BaDk of EugIand, as c:hairman. 

4... Instituted in June, 1924, with Chamberlain as c:hairman. 
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silve:< standard, however, the adoption of the pure gold standard would 

~evitably cause a sudden drop in the valu~ of silver due to the abolition 

~ the silver standard. Under such conditions, .China, which has an 

enormous amount of silver, would be unahle to stand the damage it 

would have to suffer. The alternative is the adoption of the gold 

standard in the form of the gold exchange standard. 

The possibilities of the gold exchange standard as a measure to he 

adopted during the transition period from the.silver to the pure gold 

standard was actually demonstrated when that system was practiced by 

British India, Straits Settlements, and ,various countries of South 

America.' As' the silver stsndard is maintsined for domestic use, the 

gold exchange standard aIleviates more or less the situation which 

otherwise demands a great sacrifice due to the depreciation of silvet; 

and affprds a.time for the holder of silver to dispose of it properly. On 

the other hand, however, it is conditioned hy the difficulty of main

tainin~ a sufficient amount of gold specie in the foreign money market 

for the issuance of exchange 'against it. This difficulty is apparent in 

the fact that the Indian Government had to suspend the sale of exchange 

payable in England during the World War.' 

It is questionable, therefore, whether China, whose foreign trade 

always shows an excess of imports over exports, can properly manage 

to maintain its exchange fund abroad. The gold exchange standard, 

therefore, may be recognized merely in a: theoretical sense as an biter

mediary system to be had during a period of transition from the silver 

to the gold standard. 

The theoretical significance of the gold' exchange standard as an 

intermediate measure has been recognized by many who have been in-

1. The countries which have adopted the gold exchange standsrd are India, 
1893; the Philippines 1903. Panama 1904, Mexico 19Q5, Straits Settlements 
1906. • . 

2. Suspension iii the saleof British money exchange in 1916. The g~dexchsnge 
staadsrd W99 upset on September 29, 1920. See TIuJ G.,..,al Condi/ion oj 
CU"""", 5,./.".. ill Fo,.ip C"""'" .. hy the Author, pages 233 and 235. 



terested in the reform of the Chinese currency system. The Jenkl 

proposal, the Vissering proposal and others excepting It few Chinese 

critics support this standard,' and it HI not too much to say that the dif. 

ference among them is no more than the difference in method. of appli· 

cation. The principal point of argument concerning this project is how 

to put it into practice. 

The reason that the gold exchange standard has never been realized 

in China in the past despite the fact that it has been repeatedly proposed 

ill the fact that the method of application has not been prllctical. 

It is necessary to make a thorough·going research to ascertain thE 

actual condition of a country for the application of this system, and ill 

the case of China, the following two points must be considered carefull) 

as the most important characteristics of the conditions of that countr, 

in contrast with those of the European countries: 

(1) Money is circulated in China according to its intrinsic value 

instead of according to its face value. 

(2) China is a vast country and the different localities have dif· 

ferent interests according to their various circumstances. 

These are some of the important points to be feqlembered in 

planning a Chinese currency reform.' 

As is obvious from the condition of the Chinese currency in cir· 

culation, many different kinds of money with different shapes, quality 

and weights are appraised each according to its intrinsic value although 

they are called under the same name. They all may be called yuan or 

tael but their relative value may vary widely. lUnder the circumstance., 

any nominal money, such 811 we have, which is not in keeping with it. 

actual value, is something unfamiliar to the Chinese people. This fact 

may be pointed out as a particular feature of the Chinese conception 

of currency. 

L Mr. Wagel iDaists OD tile silver 1llaDdard. See Chi_ CII"",., IIn4 
B ... /rj",. 

2. See VI8IIIIriD& 011 'M Chi_ C..,.,.,..",. pages l8, 21, 



The vastness of territory is another feature of China.' It ~s been 

a subject of serious concern Dot only for critics who are interested in 

the reform of Chinese c;urrency but also for those who are interested in 

political and economic affairs as well. The' vastness of territory gives 

rise to the development of local characteristics and increases the op· 

portunity for a conllict of interests, making it difficult to unify the 

currency throughout the country by the application of uniform method. 

With these thoughts in mind, let us tum to Kemmerer's reform plan. 

The basis for the adoption of the gold exchange standard system 

according to the draft law proposed by Dr. Kemmerer' is a suflicient· 

preparation of funds. Whether or not the fund may be raised through 

the method suggested by the Kemmerer plan will determine the fate of 

the proposed law. 

The first financial source for the preparation of the fund pointed 

out by the draft law is seigniorage resulting from the minting of new 

coins under the gold standard. This was also proposed by the Jenks 

Plan in 1903. The minting of coin under the new law becomes possible 

only on the condition that the old coins are to be withdrawn, but the 

necessary condition for the ~etirement of the old money is that the !lew 
coins will circulate. The first problem which presents itself, therefore, 

is whether the new coin will be well received by the Chinese people 

or not. 

The Chinese money which has been used in the past is ~he so

called money by weighing, and functions according to its intrinsic value 

irrespective of its face value. In this respect, the custom is different 

from that of the Japanese and the Western peoples who in the present 

stage of culture have become accustomed to the coin with an intrinsic 

value which is not quite up to its face value. 
The sun which is the standard unit under the new law suggested 

1. The Report states that It Is a Qualified Gold·ExchaDge Standard (Report, 
_130), 



corresponds to 40 cents of American money. representing 60.1861 

centigrams of pure gold. In actual pratice. however. the sun silve 

coin with its weight at 20 grams and ita quality at 800. containing IE 

grams of pure silver. is to be minted instead of the gold coin. Th, 

conversion of the old yuan coin for the new sun is to be made at psr 

It is questionable. however. whether it is feasible to make the Chines. 

people. who are accustomed to counting money according to itl 
intrinsic value. accept the new coin at par with the yuan dollar despit, 

the difference in actual value between the two.' It is all lhe more se 

when the auxiliary coin which is lower in intrinsic value than its fac. 

value is to be circulated at its face value. There is • danger of the aUI 

coin's being melted and destroyed by the people on account of the di. 

CIepancy between its intrinsic aud face values caused by the deprecia 

ti9n pf eilver. It will be iJnpossihle to practice this plan without lakin.!! 
neceSSIUY precautions against such II situation. U the new coin sboule 

fail to function lIroperly on account of such circumstances. the retire 

ment of the old eoin cannot be hoped for and the proposed seigniorage 

L A Vi.w "" ,,.. eM"'''., RelDrm by It. Tsucbiya (Shanghai Weekly, pagea 11 
and 21, April 20, 1930), A Vlow on ,,.. e_ncy R.lorm One. Moro (Sbang. 

hoi Weekly. page 13, AprD 20. 1930). T,.. 1:'" OUi}. (publlabed by *'" 
Toa Economic Research Bureau) No.5. vola. page 114-

2. The 'Pepiug Times in the issue at AprD 10. 1930. criticisee it eev«ely II 
follows: ' 

" The Commissioners CODBider(page 91) lhat Ihe Philippine or 'DIrect' 
plan could be carried through witb B smaU loan. which would be rapidly resWo 
from the enormoua seigniorage profits. Frankly we are entirely ecepticaI, 
There is nothing substantial upoII which this wild project may be erected. II 
mythical gold unit (page 102) is conjured up in the imagination of Impractical 
tbeorist&, aDd upon this Is built aD Impoaing edifice of poteotial profit. Ia 
substance Dr. Kemmerer advises the Central Government to ImagiDa tbeoI· 
selves tbe posaeaoor8 of an uu1imited amount of • Theoretical UIlCOiDed golO 
units' BUd Immediately they can isaue one billion two hundred million doUan 
in Iight·weight ailver. From this circulating medium, Nankina will deriv. 
$240,000.000 in profit (aeiguiorage). Those who are interested In this fiDan. 
ciallegerdemain will find tbeae intereatiDg figures 00 pa_ 9C).Q2. V_. 
tQnately page 89 is for aome I'elI8OD missing, but undoubtedly it al.., cootaiDed 
valuable informatioo upon this .-interesting .,_ of obtaining eometbiD.ii 
for -mag." (T,.. TOtI, No. 8, VoL 3. P. 114), 



willbea thing Qf ,more,fantasy~£asting a dark.shadow"cD, ;thenrYI; 

founda6oD of the gold. standarcL' , 

The gQ}d standatd fund may, be prepal!ed, b.ut the prpportion of the I 

resenefund at 35 per cent. of. the issue tIIay ~be Itoo.101\!· in; order ,to, 

seGureeredit £Or the'Dew gold standard,~, The standard'utio,oLthe" 

fund to the issue,.must he discovered .through praetical.expeJ'ieB€e. and,,· 

there is nothing to ,be quoted as.& theoretical basis, but, whe .. the!l1atio 

adopted by various foreign,countries-.in, Europe • since ,the Wbrld War > 

ranges from 40 to 65-percent, the-said ratio for the! ChiDeae. p~pIe who I' 

are not acCustomed to coins counted. at their face. value, may be teo- 10W>.~. 

Next. is the "roblem IOLdirect . application of >the' gold. standard 

system:: Tne plans for' Chinese ·curtency> refotm in the"'Pasl mayohe 

classified into groups advocating the' direct and indirect application of 
the gold exchange standard. Sdme of the plans of indirect application 

propose to adopt the tael unit and others the' yuan unit, and b'oth seek 

to unify the currency under the. silver standard :6rst and then the gold. 

standard. 

According to the draft law, the ·indirect method requires .. two 

currency reforms with a period of time intervening, meanm&,,just.60-

much more. trouble' and damage_resulting from. financial ,disturbances. 

'The cha~ge.to the gold standard after unity has been secured ,tinder the 

silver ·standard is bound to 'cause 1r new ,cmmciatdistarblihc8PI.lt must 

be'expected, themore,1hat some:of the'Chilles&lleople"wotlid become 

satisfied with the unity of .currency_ under, the~, silver, staudsrd,..or, even 

if they were not satisfied, they migh,t argue that they ",ould iathe\- have 

L The 'SlIme jOurnal critlcloes the'reporUD the ellett-that the Radin/! 'Of it makee 
one feel like wandering about insane 'With . Alice. in Wonderland. I (The Too, 
No; 5, 'Vol. "3. page U5),;See....uOO'the'-lIrticle by"·Mz, Tsuehiya" ahove 
mentioned. 

2. ,A Vi."' .... tI"C"'''''r:,R,!Qmt/ tq K. Tsucbjy_ .. ShaDghai"Weekly, page 21, 
Apri: 20, 1930.'0 

3. Table of ratio of reserve adop!o\d hy various oountries, Belgium,<IO%, Sweden 
50", Chile 50", Germany 40", Holland 40", Switzedand.<IO". Greece 40", 
Columhia 60", United States 40", and Italy. 40"_ , 



the unified cutrenejr Under the silver standard remain as it i. for the 

time being rather than be subjected to another financial disturbance. 
Under such circumstances, either the currency reform in favor of tbe 

gold standard will not be aceomplished at all or the occasion for adopt

ing the gold standard will be unduly delayed even if the second period 

of reform were not abandoned altogether. The special merit of the direct 

method is emphasized under such a consideration. If the direct method 

is 'enforced in, the district where this may most easily be done and then 
is gradually extended to the others, it will prove, some aver, to be most 
feasible, avoiding a wide spread sudden change. 

Considering the present condition of China and the state of China's 
international account under the present depreciation of silver, the 
enforcement of the gold standard directly from the nrst in a few appro' 
,priste provinces is plausible for the same reason as that stated in the 
Kemmerer repl?rt, hut the method cannot escape criticism for baving 
ignored the general tendency obtaining in China of the tael unit to be 
abolished and the yuan unit to gain a wider circulation,' and also the 
tendency toward progress, though slow, in the establishment of local 
~entral banks to unify notes on the silver basis! 

L Edward Kann InsisIs oa a WIi1icatloa of the cu~ on the basil of all .... 
(Shanghai Weekly. June 30. 1930. page 12; July 16, page 1 lad July, 30. 
page 13). '.' 

U The abolition of the tael and adoptioo of the yuan is the firaI: problem 
whkh calls for a aoIutioo and it is ............,. to QDify miDIB in China for the 
aoIution of that prob1em." .s quoted from Chi ... ', CUI'emu Tariff and C,.~

. nllCJl R~_ by Torao Yoahida, (Diplomatic Review. March 1. 1930. page 43)-
2. Wagel is one of the advocates of the aIIver standard, maiDtalDiag that the 

IItaIIdard is the beat Ind final one for CbiDa, (Tho &"", '" RIHtIn" iaaued 
by the Yokobama Specie Bank,. No.l~ page 29~ 

Pagea 31. 31 ami 15 of the aame Report. 
"The principal poiDta embodied in the reaoIutioa adopted by the COlI' 

ference of the FinanCial. Industrial and Commercial Ministries a_ to be 
(1) the abolition of the taeI and a UDificatioa of curreac:y UDder the 8ilver yaaD 
and (21 the making of ~tIoa. fDr a period of aiz yaara peodiDc the adop
tiOD of the gold standard which i. to begin functioning at the lame time whoa 
the Constitutioa is to be put into operation. - Probl,,,, 01 Cold SItmdlmJ lor 
Chi"" by t.fasalat'o Kimura, Diplomatic Review. February 15, 1930. pa"" 66. 

There are aome critice who declare _ the pbyaical aspect of currency 
reform may be effected by introducing new _ but a half of the labor for 
reform will be lost unl ... the immaterial aspect of reform II carried out by 
abolishing the taeJ and uniIying the curreac:y UDder the yuan uniL (DilJicul'i .. ift UN R.I"",. 01 CIQIIIH CIII'r6IICJI by Tadashi NesishL National Reo
nomica, llUluary. 1906. page 5-6. 
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Would it not be a natural order to follow for the currency reform in 

China to encourage this tendency and arouse the spirit for unification 

of the currency until the time when China is ready for the gold 

standard ?' 
The international disadvantage of the Chinese people due to the 

fluctuation in the value of silver will continue until the gold standard is 

adopted. but it is natural that the reform should progress from disorder

liness to unity and unity to ideal in its development. while China escapes 

from violent economic disturbances and damages. 

When there are so many kinds of coins with different intrinsic 

values in circulation at different relative values as at the present time. 

the confusion resulting froin the complication of coins on the basis of 

the gold standard circulating in a district which is surrounded by other 

districts using the old coins. would aggravate the situation. beyond 

endurance.' It is after a unity has been achieved in some form that 

this gradual method will show its merit to a greater degree. 

For the Chinese people who are quite unaccustomed to the circula· 

tion of currency with the intrinsic value below the face value. educatiob 

. to a proper conception of currency is. of course. necessary as is stated 

in the Report; but. on the other hand. I believe that the influence which 

expedites the development of internal communications. extends tre 

scope of local economic centers and urges them to estabJi,h an intimate 

relationship among themselves. is necessary for the unification of the 

currency.' 

1. See page 78 of Dr. Kemmerer's report regardiDg the _'bi!ity of direct and 
epeedy realization of the gold standard. Also lee Pr.b/.". 0/ Chi ..... Cu,.. 
-., R./o ....... (The Report of Research issued by !be Yokohama Specie 
Bank, No. IS. page 5). Chi"". C,.., ..... Tariff ""d CIWf""., R./orm. by 
Torso.Yoshida (Diplomatic Review. March 1. 1930, page 42>-

2. The C,,",n., R./orm Pro/.eI in !be liji Shimpo, Shanghai, (a journal of 
Chiang Kai·ahek). April 4, 1930, appe;u;ng in !be Too, May, 1930, page 136, 
(Shanghai Weekly, April2J,193O). 

3. Report, page 9& 



The'cleclaration-"It is ,pro~i to,.uggeat that·the Report now 

published appears. to be a scholarly . and reasoned treatise from the 

studio of: a dildtante. It is Iheoretical and largely. influenced by the' 

work of former investigators. It has no practical value to China ·at' 
the present time "'-is· too severe a criticism, but does it not indicate a 

lack-of research concerning the conditioll of China? 

After all Dr. K~mmeref and others interesred have no objection to 

the speedy establishment of the gold exchange standard as the measure 

for the realization of currency Jleform in Chinat- but it is regrettable that i 

the method contains- many questionable matlers in the realization of 
the scheme .. 

According to a report .... the Minist~: of Finance, Soong. at the 

farewell party,held ·in hoDOl' of Dr.' Kemmerer in appreciation of the 

service he ana .his party had -rendered, regretted the impossibility of 

immediatel), adopting the plan drafted by the experts on account of his 
inability to do so,''' but this slatement should' not be attributed to hi •. 

modesty.alone., It might have. been a reflection of the .genera senti

ment of the Chinese people as. a whole reguding the impracticabilil, of 

the projecl.'· 

L Peipia-Tien_ Time&, April 10. 1930, 88 quotecl by TM T"", N ... S. Vol 3-

2. : Prluo" Plax fM' 1M C,,_ R,t- by .• K ...... Tsacbiya iD tile ShaQsbaI 
Weekly. May 6.1930, page 14. "The CDrreDCl' reform iD !be past - pr0-

posed because of stimulatioD fn>m without, but iD !be case of !be Kemmerer 
c:ommissioD, !be reform project is believed ID bave been a measure ID """""' a 
foreign loan, particularly fn>m Amerk:a." Dr. Knmot.,.,..-J CM .... by 
Yukitoobi Tauaka (Diplomatic Review. February 15, 1930, _107). 

3. "WIleD A D,af.t L'2J<O for. GrrMIwJlAdD/ilion tI/ 1M Gold SIMIdImI ~ CM ... 
warpubliobed by die lIIiDi1tar<lf ~ Socmg, aU cm.-..... fOft!igD ........ 

pa ....... iD Cbiaa lID_I< ID mitlciae it aDd all a ... baleagreed !bat !be project 
ignored aatioaalcireumstaDcarlllld oec:iaI ~~ The T .... M&Y. 1930, 
page 136. .. 

A Vi, ... 0" Prof. K .... _6 C""....., ~f- PlJIr by Edward It""" iD the 
SbaDgbai Weekly. JUDe 30, 1930. page 12. 
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FOREWORD 
BY 

The Right Hon. L. S. AMERY, PC, MP. 
,(omier Secrefary of State for Dominion Allairs lind for the Colonies) 

No factor has exercised a more profound effeet on the economic 
and political life of nations than the monetary factor. Changes in 
the price level have throughout history, as the Macmillan Committee 
has pointed out, been the chief aecret of social trouble.. They have 
created, as they are creating to·day, the most difficult international 
issues. The world at this moment is fast drifting towards bankruptcy 
owing to the breakdown of a monetary system which served it well 
euough in earlier days, lJut has been unable to meet the strain of 
post-war conditions. 

WIiat is to be done' An immediate restoration of an international 
standard, on a gold basis or any other, is impossible. That would 
require not only an immediate solution of war debts and rcparations, 
but something much bigger, a complete change in the fiscal policy 
and investment habits of the United States. The only possible 
solution, for the time being at any rate, is for countries that are 
already clQSCly associ/ited in other ways, whose tradc is in the main 
complementary and who are prepared to adopt a policy of fiscal co
operation rather than one of fiscal antagonism, to get together and 
establish their own monetary system. That is the task which the nations 
of the British Empire have to take in haud at Ottawa, and they are 
immensely helped by the fact that, for most of them, sterling is 
already the basis of their monetary system and London the chief 
ccntre of their finance. All that is needed is that they should agree 
to restore sterling prices to a reasonable level and maintain steadiness 
of exchange betwcen themselves. 

How this result can be achieved is set out by Mr. Beddington 
Behrens in his admirably lucid and well-balanced pamphlet. There 
i~ a far too prevalent notion that monetary policy is something 
cntirely beyond the comprehension of the ordinary citizen, a domain 
to be left to the .. expert .. on the one hand and the" money crank .. 
on the other (with some misgivings as to which is which). Those who 
peruse this booklet will not only find it eminently readable, but will 
also realise that there is nothing in its subject matter which is not 
within the comprehension-as it is within the responsibility-of the 
ordinary citizen. 

June 20, 1932. 



A PRACTICAL ·MONET ARY POLICY 
FOR THE OTTAWA CONFERENCE. 

The world is groping through the depression and 
anxiously waiting for some sign of constI:uctive leadership. 
Though little tangible results can be expected from the 
Lausanne Conference, much may be achieved at Ottawa. 
The pessimists who point out the repeated failure of European 
Conferences as an indication of what is likely to happen 
at Ottawa; may this time be confounded. Lausanne is the 
meeting place of industrialised and competitive countries 
who have, through hi&tory, been periodically at war with 
·one another. The nations represellted at Ottawa will be 
members of a single Commonwealth, I:acially related, alike 
in the means and origin of their development, and dominated 
by a traditional political unity. Properly conceived and 
directed, the Conference may well be the turning point in 
the history of the British Empire. If the Empire can be 
more closely united by new economic ties, a new era of. 
imperial prosperity may develop, comparable to that which 
has taken place in the United States of America since the 
middle of the 19th Century, due not only to natural 
l'esources, smaller than those of the British Empire, but tl) 
the _ strength inherent in a very large population able to 
.exchange goods without tariff barri7rs between them. 

The Ottawa Conference will achieve little, however, if 
it only deals with customs and tariffs. Great Britain has 
been momentarily helped by the new tariffs; but, if world 
prices continue to fall for another six months, tariffs will 
seem but a vain palliative unable to stem the force of an 
overwhebning economic disaster. If the Ottawa Conference 
is to achieve success, it must not only deal with the question 
of a tariff poliey within the Empire, but it must give the 
world a lead in dealing with monetary policy. 

In the past business-men, politicians and the general 
public alike have considered monetary policy as a mysterious 
-science, unsusceptible to the ordinary control of constructive 
statesmanship. Through habit and ignorance they have left 
-the decision of this essential question to Treasury officials 



and the financial experts directing our central banking 
institutions. And thus a strange political paradox arises. 
Continual changes of government have taken place as different 
parties have been successful in their advocacy of the
traditional political questions of the day. Yet the question. 
of monetary policy, whose effect may nullify any social 
reform, and exert a more potent influence on the daily life 
of the individual than almost anything else, has been left 
quite outside political control and public interest. 

Every thoughtful member of the community, whether 
business-man, trades union leader, politician, or wage-earner, 
should endeavour to study questions relating to monetary 
policy anew, forget all former prejudices concerning them, 
and refuse to allow the decision to rest with others. On the 
proper direction of monetary policy ·may depend the whole 
economic future of the country. 

Sir Basil Blackett recently insisted that "finance should 
be the handmaid of industry." This, in its broadest acc<!pt
ance, means that monetary policy should be regulated, not 
by the requirements of the money market and the acceptance 
houses, but by the needs of productive industry. This is in 
line with the trend of British and Imperial ;development 
since the War. Before the War Britain's wealth was derived, 
from the great exporting industries, her inviSible exports 
in the form of banking and other services; and the interest 
she received on her large foreign investments. The volume 
of our export trade has been greatly diminished by the 
intensification of national production. in other countries 
during the War, and by the ever-increasing tariff barriers 
against U!'. Britain's former financial power has been 
lessened by the transference of the greater part of the 
world's gold supply to France and the United States of 
America. Events beyond our control, such as the defauit 
of foreign countries, have considerably reduced the national 
income derived from foreign investment. An Empire tariff 
policy which will help to find new markets, and a monetary 
policy to assist industrial development at home, is thereCore 
essential. 

The deflationary policy of Great Britain since the War 
has had a devastating effect on industry and employment; 
yet hardly a voice has been raised against it, either by the 



trade unions, mdustnal leaders, or any pOlltlcal party. 
It has now become the traditional ingrained policy of the 
Treasury and the Bank of England. 

Even when the rest of the world was enjoying prosperity, 
-Great Britain, thanks to its monetary policy, was experiencing 
.a depression of its own. The Board of Trade Index of 
Prices fell from 103 just before our return to the Gold 
Standard in 1925, to 81.6 by the middle of 1929, or approxi
mately 20 per cent.· Amongst its effects were the coal 
.stoppage and the collapse of our heavy industries. The 
damage was made more acute by an investment policy 
which lent money to Central Europe, which could only be 
repaid by' a successful intensification of the competition 
against our own industries. 

In the summer 9f 1931 the National Government was 
formed to keep the £ on the Gold Standard. A few weeks 
late"!, circumstances beyond the control of. the Bank of 
England or the Government forced Great Britain off the Gold 
Standard and its monetary dependence on France and the 
United States of America. This action, forced by circum
stances, has turned out to our great advantage, despite the 
forebodings of evil of the Government's orthodox advisers. 

British monetary policy, since its departure from. the 
Gold Standard, has been largely one of drift, with a tendency 
towards further deflation. The consequences may be disas
trous. Nor is it fair to attempt to put the blame on the 
Bank of England, for it is the Government whose decision 
should be final on this question; and in any case the Bank 
('ould not long pursue a policy without the full and active 
(,o-operation of the Treasury. 

Public opinion must demand in "future that the Govern
ment of the day should have a defined and constructive 
monetary policy, and have the courage to state it. 

The Ottawa. Conference should give Great Britain an 
opportunity to define her monetary policy, and the oppor
tunity to achieve sufficient support within and without the 
British Empire to make it effective. 

·The world trade cycle collapse has further inereased the fall in the Board 
of Trade Index for general prices. May, 1932, is 63-8. further 22.7 % fall 
sinee 1029 and a total fall of 39 % aiDee 1925. 



The policy suggested hereafter is one which could be 
immediately applied by members of the British Empire; 
and countries off the Gold Standard (often called" within 
the sterling area "), and whose yard-stick of value-measure 
is based on the £ sterling, wouJd be asked to join. It would 
find no difficulty of acceptance by the United States of' 
America, which, on account of internal troubles, is unable 
to take the initiative. If a constructive monetary policy is 
endorsed at the Ottawa Conference, the British Empire will, 
by its action, turn the tide of trade depression, and by so 
doing assume a leadership in world affairs, relinquished, in 
recent years, with such unfortunate consequences, to the 
dictates of French policy. 

RAISE PRICES. 

Most authorities have given lip service to the conclusions 
of the Macmillan Report on Finance and Industry (par. 275) 
which advocates, as an immediate objective, the necessity for 
(1) raising the price level substantially, (2) when this is 
achieved, to maintain the price level as stable as possible. 
But no endeavour has been made to put those objectives 
into effect. 

The price level cannot 'be substantially raised except 
by inflation. Unfortunately, this is a word 'which those in 
public life seem frightened to make use of, even' if it is 
camouflaged under the name of "re-flation." Its associa
tions are unfortunate. It often brings to mind the orgy 
of uncontrolled inflation and the crazy turning on of the 
printing press in Central Europe after the War. Bad as 
were the effects of this frenzied inflation, they can hardly 
have been worse than the consequences of the equally disas
trous policy of uncontrolled deflation that has taken place 
in the world these last few years. Deflation has run riot. It 
has brought international. trade to a standstill, driven nearly 
every country of the world to bankruptcy, forced commodities 
and foodstnffs to prices at which they cannot be profitably 
produced, and, in a world of plenty, destroyed the purchasing 
capacity of the community. 

A few years ago the wor"d " protection" was" taboo" 
on British ministerial platforms. Statesmen did not dar", 
publicly to endorse a full-blooded protectional policy, even if 



in their heart of hearts they believed in its efficacy. Lora· 
Beaverbrook, with characteristic courage, swept existing 
prejudices aside when he started' his Empire Protectionist 
Campaign, and within a very short time protection has 
become an accomplished fact. Whilst most politicians are 
waiting to see which way the Wind will blow, Lord Beaver
brook has again come forward as a realist and lin advocate 
of a reasonable inflation. .And it may be prophesied that, 
within a short space of time, public opinion will be no more 
frightened by the word inflation than it is now by' the policy 
of protection. When this time comes, the policy will be judged 
on its merits without prejudice. 

It is repeatedly stated that inflation should be prevented 
because, as in Germany, it will ruin the rentier, and therefore 
not only destroy them as a class but eliminate the buying 
power which their savings have made possible. This is true 
only of uncontrolled iilflation; if the price-raising movement 
were orgailised, as in Germany it was not, and if prices were 
raised, say, to the levels of 1926, the rentier would be no 
worse off than he is now. Already the owner of fixed interest
bearing securities has lost his interest on a large part of his 
foreign loans, and on the first charges of industrial concerns 
which have gone down with the economic depression. It is 
an illusion to suppose that interest on governmental debt can 
continue to be paid if the fall of prices goes appreciably 
further. The only alternative to a controlled inflation, as 
here advocated, is an uncontrolled inflation. This will arise, 
as it did in Central Europe, if the question of monetary 
policy is not taken in hand: it will be forced on governments 
by their inability to meet daily payments in any other way. 

Nor is the rentier's income safe under a policy of 
deflation., In Germany, when Britain left the Gold Standard, 
the Reichsmark was only saved by Dr. Bruening's drastic 
deflationary decrees. These ruthlessly scaled down the 
interest on the, internal debt, and reduced interest-rates, 
mortgages, rents, land-values and wages: thus every class 
of fixed income was drastically reduced at a moment's notice. 

In fact, while deflation is in progress, the rentier tends 
to grow richer., But he does so at the expense of other 
classes,and he is actually biting the hand that feeds him. 



A point comes beyond which neither government debt nOI 
other fixed pa~ents can continue: and, when this point i! 
reached, the ren6ier is ruined. 

The .Midland Bank, in its Monthly Review for May, 
put the situation without equivocation. The policy of thE 
Government ." is only half a policy, it cannot succeed unless 
accompanied by essential measures calcnlated to secure tradE 
recovery on which the fulfilment of budget hopes depend, 
What then is at the heart of the question whether business 
shall recover 01' relapse? The answer is clearly: the 
domestic price level. If British prices rise, then the volume 
of business will expand, employment will increase, profits 
will be restored and investment stimulated. In such circum
stances, the budget will certainly balance; without them 
it cannot." 

The same .comment and answer might be made of the 
budgetary· position. of every nation at the present moment. 

There is no special 'merit in inflation, any more than 
in deflation; The former is the expression of & policy 
calculated to raise prices, the latter of one calculated to 
lower theIIL In1lation is now required to raise prices, just 
as later, in order to "maintain the price-level as stable as 
possible," a measure of deflation may be needed. Our know
ledge of how to deflate, learnt painfully these. last few years, 
should be a' guarantee to those who fear that once a measure 
of inflation is initiated it cannot be arrested. A sound mone
tary policy should endeavour to control prices, and prevent 
the extremes. Only by the control of credit-policy can this 
be achieved. 

EXPAND CREDIT FACILITIES. 
In the .endeavour to raise prices, credit expansion by 

Central Banks should be the first step taken. It is important 
for the proper working of such a policy that there 
should be the closest co-operation between the banks of issue 
of all countries within the Group, so that credit expansion 
should be at Ii parallel rate aU round. This does not lead to 
control by. say, the Bank of England any more than under 
the old Gold Standard; but it requires effective co-operation. 

Credit expansion through Central Bank policy makes 
more credit available. If 1t were initiated in Great Britain 
it would have none of the special difficulties to contend with 



ihat have so far impeded the policy of the (Federal Reserve 
Bank (June, 1932). 

The policy of credit expansion through the Central Bank 
policy has been much criticised lately owing to the apparent 
failure of the Federal Reserve Bank policy, though it is not 
sufficiently realised that even if the policy has not yet 

. succeeded in effecting a rise in prices, without it probably 
:nothing would have prevented a general collapse of leading 
American banking institutions. The Federal Reserve Bank 
have weekly made large purchases of Government securities, 
ihus increasing by a corresponding amount the cash balances 
of the Member Banks. The Member Banks have largely 
retained them instead of passing them on to commercial 
borrowers. It is only natural for the Member Banks to have 
welcomed the opportunity of consolidating their cash position. 
The amount of new credit available was diminished by a 
11l"avy loss of gold' oCcasioned by fear of the consequences 
of the failure of Congress and the Senate to agree on a 
budgetary policy. Lack of confidence had caused a run on 
a large number of banks all over the country; in 1931 over 
2,000 banks suspended payments.' The political uncertainty 
moreover had forced a further liquidation of securities and 
thus impaired the collateral of 'bank loans.· Also the Member 
Banks in U.S.A. have a right to discount commercial bills 
-Oil the Federal Reserve Bank, and in many cases had fully 
discounted their facilities. Altogether the position was 
strained, and consolidation was the first essential. 

There is always a time-lag between the provision and 
the use of Central Bank credit. A lot of credit has to be 
pumped into the banks without any apparent effect until, 
at last, public psychology changes and there is a sudden 
burst of commercial activity. This is strikingly illustrated 
at the present time. Manufacturers complain that, though 
they can get all the credit they need, there is not demand 

1 Gold Btocks of the U.S.A. :-
15th April, 1932 
16th J w.o, 1932 

$4,380,000,000 
$3,909,000,000 

: Year. 
1929 
1930 
1931 

Bank failures. Deposits of Suspended Banks. 
642 $234,532,000 

1,345 $864,715,000 
2,298 $1,698,510,000 

(" Federal Reserve Bulletin." Feb., 1932.) 
1 Dow Jones Index of Ameriean securities registered a fall from 378 in 

lfl:?S to 44.10 June 2nd, 1932, or approximately an average fall of 88 per cent. 



enough for their products to justify them in using it. ThE 
trouble is psychological, and it, will not be remedied until thE 
expansionist policy is pushed forward with determinatior 
and unity of purpose. Then, and not till then, business mer 
will lose their fear of a further fall in prices; and thE 
reasons which at present make them cautious in their policj 
,will at last have ceased to apply. 

When the change first comes, it will be because business 
men believe that prices are not likely to fall lower. ThE 
initial rise may be expected to be rapid; but too sharp a riSE 
must be prevented, so that the movement is gradual and 
reasonable. For instance, an average rise of two per cent. 
per month for a year would bring retail prices to about five 
per cent. below the level of three years ago, which seems a 
reasonable progression to aim at. 

Statements are constantly made of the impossibility of 
a considerable rise in prices owing to the present excessive 
stocks of raw materials. It should be borne in mind, how
ever, that the manufacturer is everywhere working on the 
smallest possible stock. During the last few years" the con
tinued fall in prices has made it dangerous and expensive t() 
carry a large stock: under deflation it has paid far better 
to reduce inventories to the lowest possible level. As soon, 
however; as the manufacturer sees that he cannot repurchase
his raw material at the same price, he will carry, as he
used to do, a few months' stocks in hand. When the manu
facturer does that, he will take off the producer's shoulders
a large amount of stock which at present overhangs the 
market. Thus, for psychological reasons, without any 
appreciable increase in consumption, stocks of raw materials 
will be greatly diminished, and a rise in price will be
facilitated. 

CHEAPEN MONEY. 

Every effort should be made to reduce the price of money 
so as to make idle balances at the bank unusable and divert 
savings into business and industrial use. 



~E CREDIT AVAILABLE TO THE CONSUMER. 
Apart from the amount of credit available, one of the 

chief influences on trade and prices is the speed at which 
money circulates. A business may be making heavy losses 
because it is only able to turn its money over once a year, 
whilst its competitor may be able to make large profits, even 
with less money available, if he is able to turn that money 
over in the shape of goods several times in the same period. 
Thus not ouly is it necessary to make credit available, but to 
put it as quickly as possible in the hands of the consumer. 

One of the reasons that depression in Great Britain has 
not been so pronounced as in the United States of,America 
is that the much-abused" dole" to the unemployed has acted 
as a brake to the fall of purchasing power of the public. 
The United States of America is now pledged to embark on 
a similar scheme of direct assistance to the unemployed 
(undef another name) through the medium of-the Reconstruc
tion Finance Corporation. 

There was something pathetic in the expression of 
triumph vented by certain eminent Members of Parliament ' 
in the contribution they had made to solve the country's 
economic difficulties by voting against the rebuilding of 
Waterloo Bridge-a project which responsible authorities 
had considered essential to lessen the traffic problem of 
London and the uneconomic waste that results from it. 

The cutting down of unnecessary wastefulness in public 
administration, ,the reduction in the cost of education per 
child by an increase in its efficiency, the elimination of 
unemployment benefit abuses, are practical methods of 
economy that should be insisted upon. But it is far beUer 
that public works should be put in hand in periods of depres
sion than in good times, especially if they are on a profit
earning basis; and they can be undertaken at a much lower 
cost to the public authorities. 

Cutting down' public expenditure is always difficult and 
unpopular, and can often only be put through owing to the 
pressure of public opinion in periods of trade depression. 
But it must be borne in mind that such action-dismissing 
staff and thus making them join the ranks of the unemployed, 
cutting down expenditure of public buildings and thus reduc
ing available constructive work-adds a further load to the 



diminishing purchasing power of the community. This c~ 
only be compensated by an inflationary policy and gover: 
mental assistance of industr,ial development, to enab 
industry to take care of those displaced by direct or indire, 
~overnment or municipal employment. 

The policy of State guaranteed loans for constructi1 
purposes, such as those issued under the Trade Facilities A< 
should be revived. Cheap money could thus be made avai 
able for industrial enterprise of a kind which is not I 

immediately remunerative as to be able to obtain capit. 
direct. Schemes of afforestation, long advocated by Roy 
Commissions, could be financed by such means, in additic 
to purely industrial developments. The British GoverJ 
ment's loss under its previous guarantees amounted to on] 
a fraction of one per cent., and the amount of work achievE 
by this form of finance provided employment for a vel 
large number of persons. 

To achieve a rise in prices Governments must not on] 
use the technical methods, they must succeed in getting () 
their side the enormous forces of anticipation. There mu! 
be no half-hearted measures or statements. A bold, decide 
statement of policy, and a determination to put it througl 
would get all· the latent forces of anticipation in motiol 
In the end it may be found that not such a very large increa1 
in credit was required; for dormant credit ,Will be put int 
use as soon as confidence is restored. Once the belief i 
engendered that prices are likely to rise, money will circulat 
more rapidly, and the existing credit-system will once mor 
function freely in oiling the wheels of industrial developmen 

STABILITY OF EXCHANGES. 
Stability of exchange rates is highly desirable, but it i 

not likely to be attained before outstanding questions of inte) 
national finance, such as reparation and inter-governments 
debts, have been settled. These are matters beyond the scop 
of the Ottawa Conference, though certain preliminary step 
ean be taken which will facilitate the final action. 

The first stage that must be reached is the provision 0 

ample facilities for dealing in foreign currencies; this wil 
ine\ude the creation of a free market in forward exchang' 
~o that a tradpr ean ('over his liabilities for thr!'e to si: 
JIIonthg alil'arl. 

)4 



Each country in the Empire would retain its own 
currency, but a Central Exchange Pool might be formed in 
London, in which the various participating countries would 
have credits, so that seasonal demands for exchange could 
be met without leading to large fluctuations. The British 
Government has already laid the foundation-stone for this 
pool, in the form of an Exchange EqUalisation Fund of 
£150 millions. Other countries should, and probably would, 
follow the lp-ad of the British Government with similar con
tributions towards the Central Pool. If one of the partici
pating countries became financially insolvent through large 
crop failure, financial mismanagement, or other causes, it 
would fall out of the group, which, in essence, must be self
supporting. ·The strength of the Central Exchange Pool 
would be derived from the combination of organised effort 
in each country; it should not attempt to bolster up an 
insolvent partner. Other countries would be invited to 
join the Exchange Pool under similar conditions, and this 
would lead to an extension of facilities for international 
credits and trade. 

A parallel monetary policy in each country, as outlined 
previously, would be an essential condition for participation 
in a Central Exchange Pool. At present international trade 
in many parts of the world is at a standstill owing to every 
country desiring to improve its trade balance by the prohibi
tion of imports and the utmost encouragement of exports
a policy which must in the long run defeat itself. Important 
transactions are at present done through direct barter, as 
the recent contract of Brazilian coffee bought by payment 
of German coal. There are numerous variants of the barter 
system-Czecho-Slovakia, for example, prohibits imports 
from individual countries beyond the amount· which those 
countries themselves purchase in Czecho-Slovakia. 

The formation of a Central Exchange Pool would restore 
normal foreign trading conditions to a large number of 
countries, for trade is too diverse for barter transaction to 
be successful except in the case of a few isolated essential 
commodities. 
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CONTROL OF FOREIGN INVESTMENTS. 
Governments should be given the power of vetoin/ 

undesirable foreign investment, such powers to be vestee 
in a Committee, comprised of representatives of the TreasuI1 
and leading bankers. 

The Federation of British Industries, in a remarkabl~ 
document entitled" A New British Financial Policy," hal 
rightly laid stress on the desirability of a policy of com 
plementary, as opposed to competitive, foreign investment 
For instance, British loans to Germany and Austria havE 
only enabled these countries for a comparatively short perioe 
to pay back interest on an unproductive debt, or by creatin~ 
new industrial plant to intensify still further their competi. 
tion against our own industries. Germany, once freed from 
the burden of reparation, should be able to adjust hel 
-economic situation without further loans from abroad 
Austria-a capital without a country-is not an economic 
unit at all. Since the war, her chief means of subsistenCE 
has been the foreign loans made either to the state, the 
Central Bank, or the Credit Anstalt. Instead of lending 
more money, the interested Powers should insist on political 
reorganisation, allowing the map of Europe to be so re-drawn 
.as to allow Austria to exist as an economic unit. 

From 1921 to 1931, British investors have subscribed 
to £1,056 millions overseas. Of this amourit £677 millions 
were invested in the Empire (Governments £442 millions) and 
£378 millions in foreign countries (Governments £159 
millions). No Dominion Government has yet defaulted on 
its Bonds, whilst the interest of a large part of foreign loans 
both for government and other purposes are in default.' So 
by lending to foreign countries indiscriminately, British 
investors have made a bad bargain and in many cases helped 
direct competition willi British industries. This freedom of 
finance is a fault in our Imperial machinery; our surplus 
savings should be used to enhance, not to detract from, the 
pre~tige and solidity of the nation's industrial position. 

THE QUESTION OF GOLD. 
In any discussion on monetary policy the question arises 

as to whellier gold should be the basis of new currency or 

I " Economist," June 18, 1932, p. 1361. 
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not. In considering this, one should bear in mind the fact 
that, according to the Report of the Gold Delegation of the 
League of Nations, there will bea decreasing amount of gold 
available in future years. Leading authorities estimate that, 
owing largely to diminishing life of the South African mines, 
the yearly output of gold available for currency by 1940' 
will be reduced' to $170 millions, as compared with the 
present rate of $220 millions. Taking figures over the last 
century it has been computed that currency should increase 
approximately 3 per cent. a year to maintain the normal 
rate of the world's material progress and development. On 
this basis, the world will. be needing in 1940 about $300 
millions of new gold each year, as compared with a probable 
output of $170 millions. 

There is a danger, therefore, that if the future basis of 
currency and credit is to be upon gold, under the former 
rules of the " gold standard " the world will be doomed to a 
further period of deflation through diminishing production 
of the prl'cious metal. 

Few people would call it inflation if some wonderful new 
gold field were discovered which would add enormously to 
our gold resources, and the currency were increased in ratio 
to increased gold deposits. Is the future prosperity of the 
world to wait for the chance discovery of a new gold field' 
It seems strange that in China, where the currency is based 
on silver, internal prices have been more stable through the 
last few years of Civil war, depression and a falling price 
for silver, than they have in gold-standard countries. 

One proposal which, if adopted, might solve many diffi
culties is for the currency of the Sterling Currency Union 
to be based on gold but for the gold ratio of the £ sterling to 
change at periodical intervals to enable internal prices to 
remain stable. The price to depend on the credit require
ments and supply of gold. An ounce of gold might be worth 
£4 during a period of great trade activity, and £5 an ounce 
during a period of trade depression. These changes would 
be decided simultaneously by all the central banks within the 
Sterling Currency Union, and would therefore be largely a 
book-keeping entry. 

I Statistics arrived at after allowance made after deducting gold required 
for the arts. 



The question of returning to gold, even jf thought 
eventually desirable, cannot be a matter of imniediate issue 
at the Ottawa Conference. A return to gold cannot ,take 
place except after a permanent settlement of debts and 
reparations, an agreement with France and the U.S.A. and 
a redistribution of existing gold supplies and the elaboration 
of new methods for working' the Gold Standard. In the 
meantime countries within the" Sterling Area" can proceed 
with their own monetary policy without a return to gold 
and their success in doing this would be their best bargaining 
point in making a future Gold Standard effective. 

The present crisis and its consequences have shown that 
the most important thing is to maintain internal prices, 
and that fluctuations in exchange are of less consequence 
provided normal transactions can be done for forward 
periods, as is now the case between England, France and 
America. 

CONCLUSIONS. 
In brief, therefore, the policy suggested consists of con

trolled inflation, credit expansion and the establishment of a 
free market in exchange. . Prices must be raised, and the 
forces of anticipation must be set to work. A vague' or 
undecided policy will not have the desired effect; positive 
action must follow positive declaration. 

BritaiIi must accept her position as an indm;1:rial nation" 
leader of a great political and financial unit. A Central 
Exchange Pool-a natural outcome of the present Exchange 
Equalisation Fund-must be used to foster exchange-stability 
and to prevent sharp and sudden fluctuations. The Central 
Banks of the participant nations will act on the basis of a 
concerted policy, and their actions will be as closely related 
as are, for example, those of the great Joint Stock Banks in 
England. As the need. arises, inflation or deflation could be 
easily applied; the internationill price-level will be under 
control. . 

Britain, in the meantime, would control and direct the 
stream of her citizens' overseas investments. In this way, 
her own prudence would contribute to her own prestige, and 
British trade would improve through the creation of economic 
ties. By concerted action throughout the Empire, credit 
would be cheapened, public works would be 'put in hand, and ,. 



-":.. 

Tr~de Facilities procedure revived. Only by a bold policy 
can confid~nce be restored: the world is prepared for 
recovery, 'if 'the forces of anticipation can once be put in 
motioll. ' 

If a monetary policy on the above lines were agreed by 
the British Empire and endorsed by other countries in the 
" Sterling Area,," the unit would be so large and self-support
ing that it could boldly go forward with that policy 
irrespective of other countries. 

The United States of America, which is pledged to a 
policy of attempting to raise prices, would be bound to fall 
into line, and would welcome a lead from a country not beset 
with internal political difficulties that have impeded its own 
efforts of recovery. 

The policy recommended is a practical one that could be 
put into immediate operation if endorsed by Great Britain 
and Dominions at the, Ottawa Conference. 

It has, been urged that no decision should be taken at 
Ottawa on monetary policy, on the plea that nothing can be, 
effectively accomplished except by a further conference and 
a world agreement on the subject. This is the counsel of 
ignorance or despair. In a time of crisis action is necessary 
and a bold handling of affairs. The crisis is as serious as 
any that eonfronted the British Empire during the War. 
And, as in war, time is a vital factor for success. 

I At th~ Ottawa Conference will be gathered together men 
united by a common unity of purpose and outlook, and it lies 
with their decision to give the world the lead it is anxiously 
awaiting. 

A World Economic Conference is to be held in London 
in October to discuss monetary policy. If that Conference 
\s confronted with a united purpose and a policy on the part 
If the sterling group of countries, a world agreement is 
10ssihll". 
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ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

Outstanding developments in the monetary and banking field in' 
1934, the year covered by this the Twenty-first Annual Report of the 
Federal Reserve Board, were revaluation of gold at a rate of $35 per 
ounce; a large volume of gold imports; expansion of bank deposits, 
reflecting chiefly Government spending; and further progress in the 
work of rehabilitating the banking structure. As a result of large 
gold imports during the year, reserve balances held by member banks 
of the Federal Reserve System rose to a new high level. Notwith
standing an increase in reserves required as a result of the increase in 
deposits, balances held by member banks in excess· of requirements 
rose to the highest level on record. 

Federal Reserve bank holdings of United States Government securi
ties remained unchanged during the year, while their holdings of dis
counts and acceptances declined to a small figure, reflecting the 
abundance of reserves which enabled member banks to repay borrow
ings at the Reserve banks and created a market outside of the Reserve 
banks for all available acceptances. 

In line with general declines in money rates, most of the Federal 
Reserve banks reduced their discount rates in the early part of 1934 
and again in the last few weeks of that year or the early weeks of 1935. 
On February I, 1935, the rates were 1~ percent at 1 Reserve bank, 2 
percent at 7 banks, and 2* percent at 4, whereas at the beginning of 
1934 the established rates ranged from 2 percent to 3* percent, with 
5 banks at the highest of these levels. In December the Federal 
Reserve Board fixed at 2~ percent the maximum rate of interest that" 
member banks may pay on time and savings deposits after January 
31, 1935. This was a reduction from 3 percent, the rate in effect 
since November 1933. 

Developments in 1934 were all in the direction of e8.sier credit 
conditions. The expansion in excess reserves during the year, which 
was caused chiefly by gold imports, was not accompanied by an 
increase in bill or security holdings of the Federal Reserve banks that 
could be sold for the purpose of absorbing the excess reserves, if that 
should become desirable. With this limitation on the System's 
power to reduce member bank reserves by the sale of assets in the 
open market, the System's ability to restrict credit expansion, if it 
should become excessive, rests chiefly on new powers conferred upon 

1 
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it by recent legislation. Among these are the power in an emergency 
and_ with approval of the President to raise reserve requirements of 
member banks, provided in the aci of May 12, 1933; authority to 
restrain speculative activities of member banks under ditferent pro
visions of the Banking Act of 1933; and control of margin require
ments on security loans by brokers ond by banks, granted by the 

.Seourities Exchange Act of 1934. 
Duties and activities of the Board and of the Federal Reserve 

banks have been considerably enlarged by legislation passed during 
recent years, and a large part of the work of the System in 1934 arose 
out of this new legislation. These additional duties were imposed by 
the Banking Act of 1933, the Securities Exohange Act of 1934, and 
an act permitting direct loans for industrial purposes by Federal 
Reserve banks. 

Federal Reserve banks were authorized by an act of Congress 
approved June 19, 1934, to make adlTances within prescribed limi
tations for the purpose of providing working capital to established 
industrial and commercial enterprises. Special efforts were made by 
the Federal Reserve banks to discover needs for such loans and to 
give prompt attention to applications. By the end of the year more 
than $50,000,000 of applications for advances and for commitments 
to make advances had been approved by the Federal Reserve banks, 
$15,000,000 had been disbursed under theee approved applications, 
and $10,000,000 of commitments were outstanding. 

The Banking Aot of 1933 increased in various respects the ecope 
of the Federal Reserve Board's authority over the activities of 
member banks. Under this act holding company affiliates of mem
ber banks are required to obtain from the Board permits to vote stock 
in member banks; as a consequence of broadening the lcope of the 
provisions of the Clayton Act governing interlocking directorates the 

.Board was required to P&lll! upon a largely increased number of appli
cations; and it was also required to pass upon interlocking directorates 
and correspondent relatfonships between member banks and dealers 
in eecurities. Many questions arising in connection with the separa.
tion of eecurity company affiliates from banks have been referred to 
the Federal Reserve banks and to the Board. Examinations and 
other preparations were made by the Board and Federal Reserve 
agents, under provisions of the Banking Act of 1933, to certify State 
member banks for participation in the permanent plan 6I'the Federal 
deposit insuranca fund, but in view of the extension of the tem
porary deposit insurance fund for 1 year the Board was not called 
upon for such certifications in 1934. A number of private banks, 
subject to examination under the Banking Act of 1933, have elected 
to be examined by Federal Reserve banks. 
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The Securities and Exchange Act imposed new duties on the 
Federal Reserve Board in connection with the fixing of margin 
requirements an,d the regulation of loans made for the purpose of 
purchasing and carrying securities. In September the Board issued 
a regulation (regulation T) on this subject. 

In addition to these new activities of the Board it has had to pass 
upon numerous reorganizations of member banks and applications 
for reduction of capital stock. Reorganizations of national banks 
have often necessitated new applications to the Board for the per
formance of trust powers. Performance of fiscal agency and other 
duties for' the United States Treasury Department and various 
governmental credit agencies also increased the work of the Federal 
Reserve banks in 1934. ' 

By the end of 1934 banks closed during the bank holiday in March 
1933 had nearly a.ll been licensed to resume operations, reorganized, 
or placed' in the hands of receivers for liquidation. The number of 
active banks belonging to the Federal Reserve SYstem increased in 
1934 by 431, in consequence of the licensing of additional banks, the 
organization of new national banks, and the entrance of nonmember 
banks into the System. The reopening of banks was facilitated by 
purchases of preferred stock and capital notes and debentures by the 
Reconstruction Finance Corporation, and the Corporation also has
tened the paying off of depositors of closed banks by making loans on 
the remaining assets of these banks. The number of suspensions of 
licensed banks in 1934 was sma.ller than for any year since 1920. 
Duiing the year most of the conunercial banks in the country became 
members of the Federal Deposit Insurance System. 

Under the terms of the Gold Reserve Act of 1934, on January 30 
title to a.ll gold held by the Federal Reserve banks was transferred 
to the United States Government at a valuation of $20.67 an ounce 
in exchange for an equivalent amount of gold certificates. On 
January 31 the President by proclamation reduced the weight of the 
gold dollar from 25.8 grains to 15%. grains of gold nine-tenths fine, 
thereby establishing the gold content of the dollar at 59.06 percent 
of its former weight and ra.ising the price of gold from $20.67 to $35 a 
fine ounce. The resulting increase in the value of gold held by the 
United States, amounting to about $2,800,000,000, accrued to the 
Treasury. The Secretary of the Treasury announced thllt beginning 
February 1 he would be prepared until further notice to purchase 
gold and under certain conditions to sell gold for export at the new 
price. 

As a result of revaluation of the dollar, of the inclusion of gold pur
chased in previous weeks by the Government, and of large gold 
imports after January, the monetary gold stock of the United Stat~s 
increased in 1934 by $4,200,000,000. Imports of gold from abroad 
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reflected in part an excess of merchandise exports and in part a flow 
of capital to this country. . 

Member bank reserve balances ~eased by about $1,400,000,000 
during the' year, of which $450,000,000 was absorbed in meeting 
increaeed reserve requirements arising from the growth in bank 
deposits. Reserves in excess of legal requirements rose to nearly 
$1,800,000,000, an increase of about $950,000,000 during the year. 

Member banks employed a part of their available funds in in
creasing their inveetments, principally their holdings of United States 
Government eecurities. Holdings of open-market commercial paper 
a.nd acceptances also increased somewhat, but repayment of cus
tomers' loa.ns continued to exceed new loans made. 

Doposits at member banks, exclusive of interbank a.nd United 
States Government deposits, increased by about $4,000,000,000 during 
1934. The increase in deposits, other than bankers' deposits, was 
relatively larger at banks in small towns and in the agricultural 
eections of the country tha.n at banks in larger cities. Country banks, 
however, having no direct access to the open market, held a larger 
proportion of their new deposits as idle balances, while city banks 
invested a somewhat larger p1"Qportion of the increase in their de
posits in Government eecurities and open-market paper. 

Tbe abundance of funds seeking employment was reflected in 
continued declines in interest rates, which at the beginning of 1934 
were already at exceptionally low levels. Open-market rates on 90-

. day bankers' acceptances declined to ons-eighth of 1 percent, and 
rates cha.rged customers by banks in financial centers throughout the 
country declined to new low levels for the post-war period. Y"re1ds 
on long-term Treasury bonds declined to below 3 pereent and yielde 
on high-grade corporate bonds were at approximately the lowest 
levels of this oentury. ' 

New issues of corporate eecuritiee continued to be in small volume 
during 1934. Issues by States and local governments increased 
considerably a.nd were substantially larger than in 1933 a.nd somewhat 
larger than in 1932. Issues by the Federal Government and its 
ogenciee were larger than in any year since the wor, for exceeding in 
amount all other nsw eecurit.ies oiJered in the year. Prices of high
grade bonds advanced, while stock prices showed little ehe.oge. 

Volume of production and trade for the. yeu 1934 as .. whole 
was larger tha.n in 1933 and at the end of the year _ at a higher 
level than at the beginning. Output of industrial products and 
employment in fa.ctoriee showed' wide fluctuations during the 
year, although the movements were norrowertha.n in 1933. 
Crop production, which had beeil relatively well m8inta.ined 
throughou' the depreesion, showed .. marked reduction in 1934 
B8 a consequence of prolonged drought and of acreage reductions, 
but with higher prices, increa.sed marketings of livestock, and Govern-
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~ent rental and benefit payments farm income was larger th8.li'in"1933. 
yonstruction work on public projects showed 8. considerable increase, 
while private construction continued in small volume. Retail trade 
¥tcreased in the course of the year and was _ considerably larger in 
lUral areas than in 1933. Wholesale prices of agricultural products 
and foods advanced sharply in 1934, as in 1933, while prices of other 
commodities showed little change from the level reached at the end 
of 1933, which was higher than at the beginning of that year. 

GOLD AND SILVER IN ~984 

Important factors in the monetary situation in 1934 were legislative 
enactments and administrative measures in reference to gold and sil
ver. Among these were the enactment of the Gold Reserve Act, the 
subSequent revaluation of the dollar, the passage of the Silver Pur
chase Act, and the acqUisitions of silver under authority of. this act. 

The provisions of the Gold Reserve Act of 1934 are summarized 
in a subsequent section of this report. The act- was passed and 
approved on January 30, 1934, and on that date title to gold held by 
the Federal Reserve banks was transferred to the United States 
Government. 

The President's proclamation of lanuary 31, 1934.-By virtue of 
the powers granted in the act approved May 12, 1933, as amended 
by the Gold Reserve Act of 1934, the President issued a proclamation 
on January 31, reducing the weight of the gold dollar from 25.8 
grains to 15%, grains of gold nine-tenths fine. In the proclrunation 
the 'President reserved the right, within the limits prescribed by the 
law, to alter or modify the weight of the gold dollar IlS the in~erest of 
the United States might require. On January 31 the mints were 
authorized by the Treasury regulations issued under the Gold Reserve 
Act of 1934 to purchllSe (a) gold recovered from natural deposits in 
the United States or any place subject to the jurisdiction thereof, 
which shall not have entered into monetary or industrial use, (b) un
melted scrap gold, and (0) gold imported into the United States after 
January 30,-1934. PurchllSes were to be made at the rate of $35'per 
fine troy ounce lese a handling charge of * percent and the usual mint 
charges. The Secretary of the Treasury stated that whenever our 
exchange rates with gold standard currencies should reach the gold 
export point he would, until further notice, also sell gold for export to 
foreign central banks at the rate of $35 per fine troy ounce plus a 
handling charge of * percent. Most of the purchases of imported 
gold IlS well as sales of gold for export were to be made through the 
Federal reserve Bank of New York as fiscal agent of the United States. 

Increase in monetary gold stock of the United States.-Reduction 
in the gold content of the dollar immediately increased the value of 
the reported gold holdings of the Treasury by approximately $2,800,-
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OOO,OOll. At the same time the reported monetary gold stock of the 
country was further inoreased by the addition of about $200,000,000 
of gold purchased by the Government in conneotion with its gold
buying program of previous months. At the outset these inoreases 
in the gold stook of the country were retained as an addition to the 
cash holdings of the Treasury and had no effect upon Federal Reserve 
bank or member bank reserves. During the remainder of the year, 
however, the Treasury transferred some of this additional gold to the 
Federal Reserve banks in the form of gold certifioate credits, thus 
increasing its deposits with Federal Reserve banks. As these deposits 
were reduced by Treasury expenditures in the course of the year, 
member banks obtained additional reserve funds. 

In the months following revaluation there were large imports of 
gold, as well as substantial purchases of newly produced and other 
domestic gold. In the course of the year the gold stock was increased 
by a total amount of $4,202,000,000, comprising the increment of 
¥2,812,000,000 resulting from revaluation, $1,217,000,000, of net im
ports and releases from earmark, including imports of gold purchased 
by the Government prior to January 31, 1934, and $174,000,000 
obtained from production, Government holdings in this country not 
previously reported, return of coin by the public, purohases of scrap, 
old gold, and the like. 

There were substantial changes in the distribution of the monetary 
gold stock during the year, as shown in the table below. The Treas
ury turned over $2,000,000,000 of the increment resulting from re
duction in the gold content of the dollar to the exchange stabilization 
fund and placed $812,000,000 in a special balance held separately as a 
part of the general fund. Subsequently, $200,000,000 of gold from 
the exchange stabilization fund was deposited by the Treasury with 
the Federal Reserve Bank of New York for use by the fund and 
about $8,000,000 from the $812,000,000 balance was transferred to 
the Federal Reserve banks under section lab of the Federal Reserve 
Act, which authorized the Secretary of the Treasury to pay to the 
Federal Reserve banks certain amounts against advances and com
mitments to provide working capital for industrial and commercial 
concerns. 
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CRANGES IN DlBTBlBUTIOH 0:1' MOHETABY GOLD STOCK, 1934 

(In millions of dollars; at value 01 $*).87 per fine ounce on Dec. 80. 1933, and $3Ii per he OUllOB 
on Dec. 31, 19M) 

Dec. 30. Dec. 31. Change 
1933 10M ill 1934 

----------·----------------------1------------
Total ntl)Detary gold stock _________________________________________ ,I=,.;4,;;036#I=,;;8.;,;238;;;.j=+<';,;;;""';;;; 

3.569 ~143 
213 130 2f, ________ _ 

+1.&74 
-83 
-2< , .. 156 _________ _ 

~800 +~800 
-==:::::::::::::::::::::::::::::::::::1=-=--=--=--,;;74;')-1=,;;~;,;008~==+;;.;;;;" 

Held against specl1lc Uabillties t ______________________________________ 46 'rI -18 
Balance of increrJleW; obtained from reduction in weight of dollar 1__ __________ 804 +BIM Other ___________________________________________ .. _________________ :AJ 177 +148 

Return of gold certificates and gold coin from circulation and 
release of gold held in the general fund against specific liabilities 
provided an additional amount of $125,000,000 of gold available for 
use by the Treasury or for the Reserve banks' gold-certificate funds. 
As a result of the gold thus released, of that made available from the 
revaluation increment, imports, earmarked Bupplies, new production, 
and new monetary holdings of the public, Federal Reserve bank gold
certificate reserves and Treasury gold not reported as held in special 
balances showed a total increase of $1,722,000,000_ The increase in 
Reserve bank gold-certificate reserves amounted to $1,574,000,000. 

Gold imports.-Following revaluation of the dollar and announce
. ment of the Treasury's willingness to buy and sell gold, there was a 
large flow of gold to the United States. Net imports in the year 
amounted to $1,134,000,000 and net releases from earmark to $83,-
000,000. Of the net imports $500,000,000 came from England, 
$260,000,000 froni France, and the rest from Holland, Canada, India, 
Mexico, and other countries. 

These imports of gold were, in considerable measure, an outcome 
of the definite fixation, at a lower value, of the dollar in terms of gold 
and foreign currencies. Definitive revaluation in January 1934 
followed 9 months during which the prevailing tendency of the 
dollar on the exchanges was downward. The premium on foreign 
currencies after April 1933 was an inducement to American sales of 
merchandise in foreign markets and a corresponding discouragement 
to American purchases abroad. The tendency to increase the export 
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surplus in the country's merchandise trade with the world, however, 
was not immediately apparent, for the initial decline of the dollar 
in t~e spring of 1933 was accompsnie!i by a wave of domestic buying 
that involved the purchase of foreign products as well. A rapid 
increase of imports at that time-ehiefly in the form of raw matsrisls
reversed the country's balllJlce of trade for the period May through 
Septsmber as a whole. As the buying movement subsided, however; 
and the stimulus to American sales abroad began to have some effec~ 
in increased shipments of American manufactures and other products, 
the export surplus reappeared. By November 1933 it was on a con- -
siderable scale, and in the 12 months ending October 1934 the surplus 
of the country's merchandise trade with the world reached a figure of 
$510,000,000 aA compared with $180,000,000 in the preceding 12 
months. The increased demand for dollars to pay for this growing 
surplus of merchandise exports was more than offset in the closing 
months of 1933 and in January 1934 by gold purchases abroad for 
account of the Reconstruction Finance Corporation and the Treasury. 
Although these purchases served to balance the international trans
actions of the country, they had no immediate effect on member 
bank reserves since the funds employed were borrowed from the 
market. It was not until the new gold legislation in 1934 became 
effective that these purchases were taken up into monetary gold stock. 

Under the Gold Reserve Act of 1934 and the President's proclama
tion of January 31 the international gold value of the dollar was 
fixed by administrative action somewhat below the level to which it 
had already fallen on the exchanges. The enlarged surplus of mer
chandise exports continued, and its effects were intensified to an 
important degree by a movement of capital to the United Statee. 
This movement was particularly great in the 2 months that followed 
esto.blishment of a new gold level for the dollar. The $650,000,000 of 
gold acquired by the Treasury at that time reflected for the most part 
a return of American funds from abroad and a movement of foreign 
capital into dollar bslsnees and securities. Subsequently gold con
tinued to move into the United Statee, although on a much diminished 
seale, until August when a modero.te reversal of the movement 
occurred. -", 

The interruption to the inward Bow of gold appears to have been 
due in some measure to the more active eilver policy adopted under the 
powers eonferred by the Silver Purchase Act. TIns~t is discueeed 
in a subsequent section. Following nationslizo.tion of eilver on August 
9 there was a temporary tendency Tor co.pital to move abroad, and 
American purchases of eilver in London, Shanghai, and other centers, 
as evidenced by shipments to this eountry, attained a volume of 
about $20,000,000 a month. For a time these factors were sufficient 
to carry gold out of the eountry; but the advent of the large surplus of 
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merchandise exports in the fall, when Europe was receiving little 
from American tourists, and the development of political difficulties 
in certain countries of the gold bloc, led to a further substantial 
movement of gold to the United States in the closing months of the 
year. Silver imports at this time were in diminished volume, China 
having suspended.the free operation of the silver standard in October. 

World gold reserves.-The increase in monetary gold stock of the 
United States during 1934 was not accompanied by a reduction in the 
sggregate of central bank reserves abroad. On the contrary, the' 
reported gold reserves of foreign central banks and governments 
increased by $130,000,000, valued at $35 an ounce. 

Additions to central gold reserves of the United States and other 
countries during 1934 came largely' from the following sourcps, ex
pressed in terms of the dollar at its new valuation: The total output 
of the world's gold mines in 1934 had a dt llar value of $940,000,000; 
gold dishoarded in the Orient during the year amounted to $250,000-
000; and about $100,000,000 of domestic scrap gold from ornaments 
and other personal possessions and from industrial uses was sold to 
the United States Treasury in 1934. The combined t,otal of scrap 
sold to the Treasury, gold released from oriental holdings, and world 
mining output thus accounts for about $1,290,000,000 of the $1,580,-
000,000 increase in reported gold reserves of central banks and 
governments of the world during 1934. The remainder, amounting 
to nearly $300,000,000, affords a rough indication of the amount 
of gold coming out of unreported holdings in western countries. 
Included in unreported holdings are those of the British exchange 
t'qualization fund. 

Although reported gold reserves of foreign countries as a whole 
increased somewhat during 1934, in a number of countries there 
were substantial declines. Reserves in GE'rmany declined $124,000,
OOO;in Italy $114,000,000; in the Netherlands $54,000,000; in Belgium 
$53,000,000; in Switzerland $29,000,000; and in New Zealand $16,000,-
000, Reserves in Czechoslovakia increased $26,000,000; in Japan 
$35,000,000;·in the Union of Soviet Socialist Republics $40,000,000; 
and in South Afrioa $43,000,000. By far the largest increase, however, 
occurred in gold reserves of the Bank of France, which, notwith
standing considerable fluctuations, were $333,000,000 larger at the 
end of the year than at the beginning. They were still, however, 
somewhat below the peak attained in December 1932. 

Since the outbreak of the World War the greatest increases in gold 
reserves have been in the United States and France. The chart shows 
the movements in central gold reserves of five leading financial 
countries during a 20-year period. It is so arranged as to value 
reserves since January 1934 at $35 an ounce and previously at $20.67. 
without destroying the continuity of the series. 
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In the ea.rly years of the period gold holdings of the Federal Reserve 
banks were increased not only by gold imports but by the transfer of 
reserves from member bank vaults, and reserves of central banks in 
England, France, and Germany were increased by the recall of gold 
from monetary circulation to aid in prosecuting the war. Both the 
United States and the Netherlands received large amounts of gold dur
ing the wa.r in payment for purchases of materials by the belligerents. 
In the ea.rly post-war period gold continued to flow to the United 
States, which occupied a creditor position and was the most impor
tant free ma.rket for the metal until the general return to the gold 
standa.rd that began toward the end of 1924. 

GOLD RESERVES OF CENTRAL BANKS AND GOVERNMENTS 
~~ (Eftdof,.lN-1924 IIRIcllllribftMclftw) ........ ~ 
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After de facto stabilization of the tranc at the end of 1926, the gold 

movement for 5 years was predominantly toward Franee. The move
ment reflected the fact that France during the period of currency 
depreciation had experieneed a continuous outflow of eapital which 
had been balaneed in her intel1!ational paymentlloolil' a large exeess 
of exports over imports. When after de facto .tabilization capital 
began to flow back to Franee, the Bank of Franee accumulated both 
gold and foreign exchange. The rapid increase in gold reserves of 
the Bank of France after England's departure from the gold standard 
in September 1931 reflected mainly the bank'. conversion into gold 
of these previously acquired foreign exchange holdings in order to 
avoid further losaI!B through currency depreciation abroad. The 
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increase at the same time of gold reserves in the Netherlands, Belgium, 
and Switzerland was in part of a similar character. Since the only im
portant foreign I!l{change holdings on which central banks could freely 
realize were in New York, most of the gold acquired was drawn from 
the United States. The movements were concentrated in the fall 
of 1931 and the spring of 1932. From that time until the end of 1934 
foreign countries added little gold to their reported holdings, while 
the United States gained large amounts of gold in the last half of 1932 
and again in 1934. 

Silver Purchase Act of 1934.-Monetary silver stock of the United 
States increased considerably in 1934. Most of the increase took 
place as a result of the Silver Purchase Act. The act, which became 
law on June 19, declared it to be the policy of the United States that 
the proportion of silver to gold in metallic monetary stocks in the 
United States be increased with the ultimate objective of having 
and- maintaining one-quarter of the value of such stocks in silver. 
To attain this objective the Secretary of the TreaSury was directed 
to purchase silver at home or abroad at such rates and at such times 
and upon such terms and conditions as he might deem reaSonable 
and most advantageous to the public interest, provided, however, 
that no purchase should be made at a price in excess of the monetary 
value of the silver (approximately $1.29 per fine ounce) and that 
no purchase of silver situated in the continental United States on 
May 1, 1934, should be made at a price in excess of 50 cents per 
fine ounce. The President was further given the power to order the 
delivery to the mints of any or all silver by whomever owned or 
possessed. Currency was to be exchanged for such silver to the 
amount of its monetary value, less such deductions for seigniorage 
and other charges as the President should approve, provided that 
in no case should the amount of currency exchanged be less than 
the value of silver at the time of the order as determined by the 
market price over a reasonable period of time. 

Acting under these powers the President on August 9 ordered that 
with certain exceptions all silver situated in the United States on that 
date should be delivered to the mints within 90 days in exchange for 
currency at the rate of approximately 50 cents per fine ounce of silver. 
Among the types of silver to which the order did not apply were 
silver held for industrial, professional, and artistic use, and silverware; 
as well as newly mined domestic silver not subsequently processed 
to a fineness of over 0.8, which could be sold to the mints at 64" cents 
under the President's proclamation of December 21,1933. Through 
January 4, 1935, silver with a net cost value of about $56,000,000 had 
been turned in under the nationalization order. Other operations 
under the Silver Purchase Act are not reported separately, but from 
the time of the nationalization order to the end of the year there were 
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net imports of silver into the United States costing about $74,000,000. 
In addition, during 1934 silver with a net cost value of about $14,-
000,000 was acquired by the Treasury from domestic mines. Against 
the cost of the silver acquired from such sources and against silver 
held in the Treasury on June 14 with a monetary value of about 
$80,000,000, the Treasury issued silver certificates and a small amount 
of coin. Certificates outstanding increased from less than $500,000,-
000 at the beginning of the year to $700,000,000 at the end. Silver 
certificates and coin combined increased by $225,000,000. 

ALTERED RESERVE SITUATION IN 1934 

Largely as a result of the inflow of gold, member bank reserve 
balances, which at the end of 1933 were nearly $400,000,000 larger 
than in 1929, were further increased by about $1,400,000,000 in 1934. 
At the end of the year reserve balances held by member banks totaled 
$4,100,000,000, the largest amount ever held, and were $1,800,000,000 
in excess of requirements. 

Factors in growth.-The table shows the principal factors that 
influenced the volume of member bank reserve balances and their 
changes during the 4 years from the end of 1929 to the end of 1933 
and also during the year 1934. The table is arranged to bring out 
the fact that increases in Reserve bank credit, in gold stock, and in 
Treasury and national bank currency outstanding have the effect 
of increasing the supply of funds available for bank reserves, while 
decreases in these items reduce this supply. Increases in money 
in circulation, in Treasury cash and deposits wi th Federal Reserve 
banks, in nonmember deposits at Federal Reserve banks, and in other 
Federal Reserve accounts, on the other hand, reduce, and decreases 
in these items increase, the supply of funds available for bank reserves. 
The chart shows weekly movements of these various items during 
the past 6 years. 

FACTORS IJrfFLUIlNClNO MEMBER BA..N1t benns 
[ID mlWons or dOllars] 
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The expansion of reserves during the 4 years of depression-
193O-33-occurred in the face ofa. net withdrawal by the public of about 
$900,000,000 of currency from the banks and repayment by the banks 
of over $500,000;000 borrowed from the Federal Reserve banks in 
the preceding period of activity. That member bank reserves had 

RESERVE BANK CREDIT AND RELATED ITEMS 
MILLIONS Of DOlLARS 
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Figurec (or money in circulation and gold stock do not. include l2l!;7,OOO,OOO of gold. com reported 88 in 
oirculation prior to January 81. 1934. 

nevertheless increased above th(~evels of 1929 was attributable to 
the open-market operations of~the Federal Reserve banks. With a 
view to establishing and maintaining easy money conditions, the 
Federal Reserve banks had increased their holdings of United States 
Government securities by the end of 1933 to $2,400,000,000. 
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During 1934 there were no further open-market purchases of 
securities by the Federal Reserve b&nks; yet member bank reserves 
were increased by a larger amount than'in the preceding 4 years to a 
level about 70 percent higher than in the years of active bueinees 
before the depression. In addition, funds were created in the Treas
ury by' operations under gold and silver legislation during the year. 
This growth of reserves in 1934 largely resulted from the increase in 
gold stock described in the previous section and, in contrast with 
increases in reserves in the preceding 4-year period, occurred without 
any expansion in the holdings of securities by the Federal Reserve 
b&nks. With the reserve funds obtained from gold imports member 
banks were able to payoff practically all of their remaining borrowings 
at the Federal Reserve banks, and ba.nks and private lenders also 
absorbed all of the bankers' acceptances on the market, with the 
consequence that Reserve bank holdings of acceptances declined to a 
.emall volume. . 

Member ba.nk excess reserves.-As a result of the increase in 
reserve balances during 1934 excess reserves of member b&nks rose 
to new record levels. At the close of 1933 excess reserves amounted 
to about $850,000,000. During 1934 member bank reserve balances 
increased by approximately $1,400,000,000, but eince reserve require
ments increased $450,000,000 the actual rise in excess reserves 
amounted to $950,000,000, bringing the total volume of excess 
reserves at the end of the year to $1,800,000,000. Weekly lIuCltua
tions in the volume of excess reserves in recent years are ehown on 
the chart. 

In August excess reserves at times amounted to over $1,900,000,-
000, but dsclined somewhat in the autumn. At the end of December 
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large as at the peak in August, re1Ieeting additions to the eupply of 
reserve funds resulting from gold imports a.nd silver purchases, which 
were offset by a seasonal increaee in money in circulation and by an 
increase in Treasury holdings of caah and deposits with Federal 
Reserve banks. The dscline in excess reserves after August reeulted 
from an increase in required reserves, which refiected a coDSiderable 
expaDSion in member bank deposits. 
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Excess reserves continued to be well distributed among the major 

groups of banks in the country. About $650,000,000 were held by 
New York City banks, $760,000,000 by banks in Chicago and other 
reserve cities, and $370,000,000 by country banks. The largest 
increase in the yea.r-$500,000,00Q--occurred at New York City 
banks, reflecting in large part the increased holdings by banks in 
New York of balances for other banks. Holdings of excess reserves 
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by class of banks; as reported on member bank condition statements 
as of the end of 1933 and 1934, are shown in the accompanying table. 

Substantial mcreases in excess reserves occurred at member banks 
in a.ll Federal Reserve districts. The largest relative increases were 
in the Boston, New York, and Phila.delphia districts. The sma.llest 
increases occurred in the Atlanta, Chicago, and St. Louis districts. 
As shown in a subsequent section of this report many of the interior 
banks increased their balances due from other banks during the 
year. Thus city banks in effect were holding some of the excess. 
reserves of the country banks. 
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Money in circulation.-The amount of money in circulation showed 
little net change for 1934 as a whole, and fluctuations during the year 
were more in accordance with the usual seasonal pattern than at any 
time since the latter part of 1930. There were, however, changes in 
the composition of moJiey in circulation by denominations and by 
kinds of money. Currency continued to return from hoarding in 
1934, though in smaller volume than during the latter part of 1933, 
and this return 110w was offset by a growing demand for currency for 
active use, re1lecting partly an increase in wage payments and retail 
trade and partly a tendency to use cash rather than checks as 8 
consequence of the tax on checks and increased service charges on 
checking accounts . 

.Although there was a considerable reduction in the amount of 
hoarded currency in 1934, the amount of cUlTency not in active use 
continued at a high level. .An indication of the continued return of 
CUlTency from hoarding is contained in the data for large denomina
tions. Currency with denominations of $20 and over declined by 
$120,000,000 during the year. The smaller denomination currency, . 
on the other hand, and also subsidiary silver and minor coin showed 
a net increase for the year. The following table shows by denomina
tions the amount of paper CUlTency outside of Federal Reserve banks 
and Treas1l1'Y offices. Figures for December 31, 1934, are compared 
with those for October 31, 1930, just prior to the large increase in 
hoarded CUlTency,'as well as with those for December 30,1933. 

DIUfOIlUfA'1'lONB 01' P APIIR CI7RUNCr OUTBIDII 01' FIIDIlIIAL RESB"VlI BANKS 
AND TREASURY I 
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In the 4-year period th8 $1 bills ehowed an increase of II percent 
and $5 bills ehowed an increase of 17 percent. The larger denomina-

. tions, however, all showed increasee which ranged from about 25 
percent in the case of $10 and 120 notes to about 95 percent for 
notes in denominations of over 150. A portion of the increase in 
smaller denomination currency is probably attributable to a growth 
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in the demand for currency as a result of the lack of banking faclli ties 
in some communities, as well as to other factors causing an increase 
in the use of currency instead of checks. A portion also probably 
reflects a continuance of hoarding, and it is likely that most of the 
increase in currency in denominations of $20 and over reflects the 
hoarding influence. 

There was also some shift during 1934 in the kinds of currency in 
circulation. Reductions of about $100,000,000 each occurred in 
gold certificates, Federal Reserve bank notes, and national bank 
notes. The decline in gold certificates represented a continuation 
of thcir retirement from circulation under Treasury order, Federal 
Reserve bank notes were retired by the Reserve banks with the pass
ing of the emergency which occasioned their issue, and the decline 
in national bank notes reflected the fact that national banks, having 
a large volume of excess reserves, had no incentive for incurring the 
ll.'qle]lSe, including the ~ percent tax, of keeping thcir notes outstand
ing. The reduction in these classes of currency was partly offset 
by an increase of nearly $200,000,000 in silver certificates and of 
more than $100,000,000 of Federal Reserve notes in circulation. 

MEMBEB BANK CREDIT 

On the basis of the increased reserves received in 1934, member 
banks further increased their investmente. The increase was prin
cipally in holdings of Government securities, and the funds thus 
supplied, after being expended by the Government, were used either 
to repay bank loans or were deposited at banks. 

At the end of the year total deposits of all member banks were 
larger than at any time since the autumn of 1931, while total loans and 
investments were larger than at any time since the first half of 1932. 
The increase in loans and investments was not so large as that in 
deposits, owing principally to the fact that banks held a larger portion 
of their funds in the form of excess reserves. Country and reserve 
city banks also increased their balances with other banks, and thE 
growth in interbank deposits comprised a large partpf the increase in 
total deposits. Although city banks showed relatively larger increase! 
in investments, country banks in rural areas reported proportionatel, 
larger increases in deposits, reflecting principally distribution of fund! 
throughout the country by Treasury expenditures, as well as thE 
increase in a"OTicultural income in 1934. 

Loans and investments.-Changes in loans and investments 01 
member banks during 1934 are shown in the following table and 
f":hA.np'A.q from t.hA hAP'inninO' nf 1 Q22 A.l"A ~hnwn nn thA f":lHl:rt. Th, 
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including those guaranteed as to principal only as well as those 
guaranteed as to interest and principal. The guaranteed obligations 
were in part purchased and in part obtained in exchange for mortgage . 
loans. Holdings of other securities also showed some increase. The 
decrease in loans reflected declines in loans to banks and to other 
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customers, while holdings of open-market comm~ial paper and 
acceptances increased. Customers'loans made primarily for business 
purposes showed an increase of $230,000,000 in the third quarter of 
the year and a corresponding decrease in the last quarter. These 
changes were largely of a seasonal nature and occurred at city banks, 
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LOANS AND hivESTHENTS OJ' MEHBBB BAND 
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Growth in.deposits.-During 1934 total deposits at member'banks 
showoo. an increase of about $6,700,000,000, to an aggregate of approx
imately $33,850,000,000. A substantial part of the increase during 
the, year represented a growth in interbank balances and United 
States Government deposits, and in addition at tho end of 1934 checks 
on other banks and other items in process of collection held by banks 
were, largely for temporary reasons, considerably larger in amount 
than at the end of 1933. When adjustment is made for increases 
in these items, the growth of customers' deposits during the year 
amounted to about $4,000,000,000. The aggregate of deposits thus 
adjus~ was approximately $25,000,000,000, as compared with 
about $21,000,000,000 on December 30, 1933, and was larger than 
that for any report date since the autumn of 1931. In 1929 and 
1930 the corresponding figure was close to $30,000,000,000. A small 
part of the increase in deposits since 1933 reflects additions to 
membership in the Federal Reserve System. Changes during 1934 
in various types of deposits are shown in the following table. 

DEPOSITS AT MEMBEB BANKS 

(In mlllIons of dollars) 

Dec. 30, Dec. 8~ Change In 
1933 19M 1934 

I Includes both demand and tb:oe deposll3. 
I AU deposits. other than U. S. Government, Postal Savings, and interbank deposlts., mtn1lB checka 

and other casb i18ms f8poJ't.ed a.s on hand or in process of collection. 
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The largest element in the growth in deposits in 1934 was in dema.nd 
deposits of customers other than banks or governments. These 
deposits showed o.n increase of $2,840,000,000, a part of which repre
sentsd checks in process of collection, while time deposits of the same' 
group of customers increased in the y8&1' by about $1,060,000,000. 
United States Government deposits with member banks showed a.n 
increase of n8&1'ly $670,000,000 in the year, while Postal Savings 
deposits were decreased by $325,000,000, reflecting the unwillingness 
of some banks to hold such deposits, largely because of the rate of 
interest required to be paid on them. Deposits of States, counties, 
and municipalities increased by about $470,000,000. There was an 
increase of $1,500,000,000 in bala.nces due to banks, which at the end 
of the year aggregated nearly $4,900,000,000, the largest amount 
ever reported. This increase, nearly all of which occurred in balances 
payable on demand, occurred notwithstanding the prohibition against 
the payment of interest on demand deposits, and represented further 
accumulation of idle funds by banks. 

. Factors in growth of deposits.-The most important factors in the 
increase in deposits during the year were Treasury expenditures, 
which were made from funds raised by the sale of securities to banks, 
by the deposit with the Reserve banks of gold certificates based on 
newly acquired gold, and by the issuance of silver certificates. The 
Treasury during 1934 purchased about $1,400,000,000 of gold and 
$200,000,000 of silver. The sale of this gold to the Treasury, which 
paid for it by drafts on the Reserve banks, increased member bank 
reserve balances. Except to the extent that gold purchases abroad 
by importers of the gold were paid for by drawing down balances 
held abroad by banks in this country, the increase in the gold stock 
resulted in an increase in deposits at commercial banks. In connec
fion with the silver purchases, silver certificates were issued in an 
amount corresponding approximately' to the purchase price of the 
silver bought, and these certificates were either paid into circulation 
directly by the Treasury or deposited with the Reserve banks. In 
the former case deposit of an equivalent amount of currency at mem
ber banks and by them at the Reserve banks, and in the latter ease 
the expenditure of the Treasury balance with the Reserve banks, re
sulted in an increase of deposits and of reserves of member banks. 

In addition to deposits created by Govemm ... purchases of the 
precious metals, additional deposits resulted from sales of United 
States Government obligations to banks and the subsequent disburse
ment of the funds by the Treasury. .As previously shown, member. 
bank holdings of direct obligations of the Government increased by 
$2,650,000,000 during the year. Purchases of Home Owners' Loan ' 
Corporation bonds and Federal Farm Mortgage Corporation bonds by 
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banks gave new funds to former holders, who had mostly received thE 
bonds in exchange for outstanding mortgage loans. 

Deposits by classes of banks and by districts.-Although thE 
growth in deposits at member banks during 1934 was spread through· 
out the country, there were differences in changes at various cl&SS~ 
of banks, largely as a result of the Treasury in effect borrowing from 
banks in one locality and expending the money and thus creating 
deposits in other sections of the country. Deposits created in this 
manner, however, did not always return to the banks that purchased 
the securities. The following table shows increases during 1934 in 
deposits at member banks in New York City, in other reserve cities, 
and elsewhere. New York City banks showed proportionately the 
largest increases in total deposits, but in the adjusted customers' 
deposits the increase was greatest at country banks. Country banks 
in places with a population of under 15,000 in 21 agricultural States 
showe"d an mcrease of 26 percent in deposits, as compared with an 
increase of 17 percent at other country banks and of 21 percent at 
reserve city banks (including central reserve city banks in Chicago). 

GROWTH OJ' DEPOSITS AT MBMBER BANKS IN 1934, BY CLASSJnS 01' BANKS 

Total Adjusted Total Adlasteti 
deposits deposits I depos.lt.a deposits I 
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Although country banks showed a larger increase in adjusted cus' 
tomers' deposits in 1934 than did city banks, the net decline since 
1929 was much larger in the case of country banks, amounting to 
about 27 percent as compared with a net decline of about 7 percent 
for all central reserve and reserve city banks. This difference was 
due in part to the larger volume of failures among country banks 
since 1929, and some of the increase in deposits at country banks in 
1934 was due to the reopening of a number of unlicensed banks which 
were not included in the reports for 1933. 

By geographical areas, the largest increases during 1934 in the 
adjusted customers' deposits occurred in the Chicago, Atlanta, Cleve
land, Minneapolis, and Kansas City districts, while the smallest were 
in the New York, Boston, and Philadelphia districts. In nearly all 
districts country banks showed larger increases in deposits than did 
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city bB.Dks. More detailed information by localities indicates that 
deposits expanded most at rural bB.Dks in the Com Belt and the 
eastern cotton- and tobacco-growing States. In the States most 
affected by drought, increases among rural banks were relatively 
smaller, although in most cases substantial. 

These regional differences in the growth of deposits reflect largely 
the influence of Treasury operations, together with increased agricul
tural income and increased activity in certain industries during tile 
year. The Treasury raised more funds in the larger cities than it 
expended in those cities, while in the predominantly nlral r~ons 
Treasury disbursements were considerably in excess of receipts. The 
excess of Treasury disbursements over receipts was in the neigilbor
hood of $300,000,000 each in the Minneapolis, Kansas City, and San 
Francisco districts, and around $150,000,000 each in the St. Louis, 
Atlanta, and Dallas districts. In each of these districts, ('xcept 
Atlanta and San Francisco, this excess alone was more than sufficient 
to account for the increase in adjusted~;cIeposits. Withdrawals by 
the Treasury were concentrated largely in the New York distric'. 
where receipts exceeded disbursements by ahout $1,300,000,000. 
Deposits in this district, however, were increased by large gold 
imports received during the year. Agricultural income, even when 
Federal Government rental and benefit payments are excluded, wse 
somewhat larger in 1934 than in other recent years and especially so 
in those agricultural regions not affected by drought. In the Chicago 
and Cleveland districts increased activity in the automobile, agri
cultural implement, and meat-packing industries was also a factor 
in increased deposilB. 

Use of funds by banks.-During 1934 member banks in addition to 
increasing their investments, as previously shown, also increased 
considerably their excess reserves with Federal Reserve banks and 
their balances due from other banks. For individual banks both of 
these items represent the accumulation of jdle funds. For the 
banking system as a whole only the volume of excess reserves repre
sents the supply of idle banking funds, while changes in interbank 
balances represent merely the shifting of excess reserves among the 
member banks. During 1934 there was conaiderable shifting of this 
nature, and an analysis of bank statements by elaeses of banks and 
by regions indieates the manner in which fIIIIUs were distributed 
throughout the country during the year and also the extent to which i 
the different groups invested their available funds or held them in

J 
. idle balances. ,. 

The fonowing table shows changes during 1934 in loans and invest
ments and certain other balance sheet items by classes of banks. 
The extent to which available funds were put to active P88 or per 
mitted to remain in inactive balances varied among the differen 
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groups of banks. It would appear that country banks showed a 
relatively larger increase in deposits of local customers than did city 
banks, but that country banks invested a smaller portion of their 
additional funds and canied a larger portion in idle balances than did 
city banks .. 

CONDITION or ALL MlIHBBB B.UIl<a-CIlANOE8 DImINO 1934 
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Coimtry banks, which showed an increase of over $1,500,000,000 
in deposits of local customers and a decrease of $200,000,000 in loans, 
increased their investments by about $900,000,000. Their balances 
with other banks and cash holdings and reserves showed a total 
increase of over $820,000,000, of which about $80,000,000 represented 
an increase in required reserves. These banks had an increase in 
available unused balances of about $740,000,000 in the course of 1934, 
as compared with an increase of approximately $900,000,000 in 
investments. 

Reserve city banks, other than central reserve city banks in New 
Yark, showed increases of over $1,800,000,000 in adjusted customers' 
deposits and of nearly $800,000,000 in balances due to other banks ~ 
and a decrease of about $300,000,000 in loans. They increased their 
investments by over $1,75.0,000,000, while their balances due from 
other bankll, cash holdings, a.nd excess reasrves with Federal Reserve 
banks showed a total incrense of over $900,000,000. The ratio of funds 
invested to those held in idle balances was considerably larger than 
in the case of country banks. It should be noted, furthermore, that 
these banks were holding a larger amount of balances for other banks, 
which are subject to immediate call and therefore are ordinarily kept in 
~ 
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readily available form. When allowance is made for this factor the 
balance of idle funds available to th8BB banks increased by little more 
than $100,000,000 in the year. 

Member banks in New York City showed increases of about 
$700,000,000 in adjusted deposits, $600,000,000 in bankers' balancee, 
and $350,000,000 in Government deposits, while their loans declined 
by nearly $300,000,000. They increased their investments by 
$1,060,000,000 and their cash and exceee reserves by $550,000,000. 
The increase in balances due to banks exceeded the increase in idle 
funds at New York City banks. The growth in bankers' bala.nces 
in New York would indicate that in the course of the year New 
York City banks in e1fect received a large part of the exceee reeervee 
of other banks. 

Analyzing similar 1iguree by districts it appears that banks in the 
New York, Chicago, St. Louis, and San Francisco districts pla.ced a 
larger portion of their available funds in inveetments and a emaIler 
portion in idle balances than did banks in other districts, while banks 
in the Boston, Philadelphia, Kansas City, and Dallas districts accu
mulated relatively larger idle balancee. In the majority of districts 
country banks showed more of a tendency to accumulate reserves 
and balances with other banks, while city banks invested a relatively 
larger portion of the increase in deposits of their customers. 

It would appear that the incidence of Treaeury borrowing and 
expenditnree during 1934, together with agricultural and industrial 
developments, was instrumental in distributing funds throughout 1 
the country. Country banks received an increaee in deposits, but 
did not increase their purchases of Government securities by the 
88II1e amount. Instead they built up balances with banks in the 
larger citiee. Theee country-bank deposits received througb the 
clearing ayetem were added to the credit of the city banks at the 
Reeerve banks. Most of the increase in exceee reeervee during 1934 
therefore, although carried by city banks, was repreeented by balan 
held by these banks for their country correspondents and wee at th 
disposal of and subject to call by country banks. 

l'BOGIIES OF BANKllfG BZCOIfSTBUCTlOIf 

During the year 1934 banking faeilit.iee 4vailable to the PU~b! 
inereaeed considerably. About 19,000 banking ofticee of unrestric 
institutions, including mutual savings and private banks, were . 
operation at the end of the year, of which 3,000 were bra.nchee. T· 
represented an increase of 1,000 head officei'1M about 200 bra.ncb 
during the year • 
. Active membership in the Federal ~e System increased by 4 

banks to 6,442 by the end of the year. The increase W88 accounW 
for in part by licensing of restricted banks, in part by organization of 
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new banks, and in pa.rt by admission to membership of nonmember 
State banks. Deposits in member banks 88 of December 31, 1934, 
amounted to $33,850,000,000, which was about 86 percent of the 
deposits in all commercial banks, exclusive of mutual sa'rings banks, 
and about 69 percent of the deposits in all banks, inclusive of mutual 
sa'rings banks. 

Bank suspensions in 1934.-Bank suspensions in 1934 were fewer 
than in any year since 1920. The suspensions during the yea.r com
prised 57 liceJ;lSed banks with deposits of $36,937,000,' one of which, 
with deposits at time of suspension of $40,000, was a member of the 
Federal Reserve System. There were eight other suspensions among 
banks pa.rticipating in Fede."a1 deposit insurance. 

Unlicensed banks.-By the end of 1934 the number of UDlicensed 
banks had been reduced to relatively unimportant proportions. ·After 
the bank holids.y in March 1933 more than 4,500 banks with deposits 
of about $4,200,000,000 were reported as not licensed to conduct an 
UJll'eBtricted business. . By the beginning of 1934 these .had been 
reduced to about 1,800' banks with deposits of approximately 
$l,OOO,OOO,OQO, and by the end of the year only about 160 banks 
with d'eposits of approximately $90,000,000 were reported a.s remain
ing unlicensed, after deducting 927' banks placed in liquidation or 
receivership during the yea.r. Most of the remaining unlicensed banks 
were not members of the Federal Reserve System, 88 is shown by the 
following table: 

UNLICENSED BAND 

J.,.I,_ Dec..I,_ 

~"'ber ~ooo Nwn.... D~~ 
----~----------------I~---

Disposition of unlicensed banks.-During the 22 months following 
the banking orisis the number of unlicensed banks wa.s reduced in a 
variety of ways .. Many, after receiving new capital, were reopened, 
while others were merged with active institutions. In some cases 
the best assets and a proportionate amount of deposits were drawn 
into newly cha.rtered institutions and the old banks were placed in 
liquidation. Many were placed directly in liquidation. 

An a.ccounting for all of the 4,500 banks which were unlicensed in 
March 1933 is not yet possible. The Comptroller of the Currency, 
however, has made public figures with respect to the disposition of 

·RevIBed. 
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the 1,417 1 national banks which had not been licensed to operate on 
an unrestricted basis after the banking holiday of March 1933. By 
December 31, 1934, 1,088 unlicenSed national banks had been reor
ganized under old or new charters or merged with other national 
banks; 30 had given up their national charters; 294 had been dis
approved for reorganization and placed in receivership; and 5 remained 
unlicensed. . 

Loans to closed banks.;-Since its organization in February 1932, 
the Reconstruction Finance Corporation has been active in releasing 
funds to depositors of closed banks by making loans to conservators 
and receivers. Authorizations of loans of this charaeter aggregated 
$1,045,000,000 from February 2, 1932 to December 31, 1934, and of 
this three-fourths had aetually been disbursed. As repayments of 
$318,000,000 had been received, a balance of $444,000,000 of such 
loans WIIS outstanding at the end of 11134. 

New capital for banks.-Many unlicensed banks were able to reopen 
I during 1934 and many aetive banks were strengthened by the addition 

of capital funds, a large part of which was furnished by the Recon
struction Finance Corporation. During the year the program for 
strengthening the capital structure of the banking system initiated 
in the summer of 1933 was pressed through the joint efforts of Federal 
and State agencies. The program was furthered by the Comptroller 
of the Currency in the case of national banks, by the Federal Deposit 
Insurance Corporation in the elISe of nonmember banks whose 
deposits were insured by the Corporation, and by the Federal Reserve 
Board and the Federal Reserve banks in the case of State member 
banks. When the program was initiated in 1933, the Federal Reserve 
Boo.rd requested the Federal Reserve agents to keep in touch with 
such banks in their respective dist.ricts as might require assistance, 
and during the year 1934 Federal Reserve officials continued to 
cooperata with the various supervisory authorities in developing and 
consummating plans for strengthening the capital of member banks. 

On December 31, 1934, the Reconstruction Finance Corporation 
had an aggregate investment of $845,960,000 in the capital etructure 
of banks and had lent in addition $19,124,000 to local interests in 
order to enable them to make purchases of preferred stack. The 
investments included $585,858,000 in preferred stock and $260,-
102,000 in capital notes and debentures. In addition, the Corpora
tion had authorized, contingent upon the performance of certain con
ditions, investments of $209,076,000 more in t!l.e capital structure of 
banks. Altogether 6,900 banking institutio~ad had their capital 
structures strengthened by the Reconstruction Finance Corporation. 

'1DeIu .... 1I&UoDal bulb wh1cb ... JfceDIJ8d on Mar. U. 1133, bat ... baIt .......... ~ _1IIUI1 .. bIcb~"""1IIo __ .. d" .. p_ID __ P"'_' 
___ .1O ...... __ fo1llo_ .. CoIumbla_toUlo_ .. 1IIo 
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The largest part of the investments of the Corporation in the capital 
structure of banks was made after the beginning of 1934, at which 
time the total investments did not exceed $250,000,000. 

Condition reports of member banks as of December 31, 1934, 
indicated that the capital structure of member banks included 
$553,574,000 of preferred stock and $118,515,000 of capital notes and 
debentures, an aggregate of $672,089,000. Most of this was held by 
the Reconstruction Finance Corporation. 

Federal deposit insurance.-An important contribution to stability 
in the banking structure during the year was the insurance of bank 
deposits by the Federal Deposit Insurance Corporation. On January 
1, 1934, the Corporation began the administration of a temporary 
fund, which insured the deposits of all participating banks up to 
$2,500 on the net approved claim of each depositor. All licensed 
banks belonging to the Federal Reserve System were required to 
become members of the insurance fund, and State banks which were 
not members of the Federal Reserve System were permitted to par
ticipate after examination and after certification of State authorities 
that they were. in solvent condition. 

Under the Banking Act of 1933, it was provided that the temporary 
fund should be effective from January 1, 1934 through June 30, 1934, 
after which the permanent plan, which would cover a larger percent
age of deposits, would become effective. By the act of Jtme 16, 1934, 
the temporary plan was extended to operate from July 1, 1934, 
through June 30, 1935, but provision was made to insure each depositor 
during this period up to $5,000. Mutual savings banks which con
tinued membership wllEe given the option of covering their deposits 
up to $2,500 or up to $5,000. A number of mutual savings banks 
discontin!1ed participation in the fund on July 1, 1934, in part because 
of the establishment of a State fund for ·mutual savings banks in 
New York. 

When operations began on January I, 1934, 12,617 banks were 
members of the fund and this number increased to 14,205 banks by the 
end of the year. Of these, 5,462 were national banks; 980 State banks 
which were members of the Federal Reserve System; 68 mutual savings 
banks; and 7,695 other banks. It was reported that on October 1, 
1934, 44 percent of the total deposit liability of insured banks was 
protected. This ratio varied considerably for the different classes of 
banks, being as high as 72 percent for commercial banks not members 
of the Federal Reserve System, due to the fact that these banks as a 
group have a preponderance of small accounts. Among State bank 
members of the Federal Reserve System, 33 percent of deposits was 
covered by insurance. . 

Computntions made as of October 1, 1934, indicated that 98 per
cent of the 51,245,000 depositors in insured banks were fully pro-



28 ANNUAL BEPOBT OJ' THE FEDEBAL BESEBVE BOARD 

tecteq under the provisions of the la.w. The remaining depositors who 
were only partia.lly insured, however, had 823,000 accounts with total 
deposits of about $25,000,000,000, about two-thirds of a.Il deposits of 
a.Il banks participating in the insurance fund. An important propor
tion of these la.rge accounts was in New York State and in many cases 
probably represented deposits of correspondent banks and other 
corporations. Because of the concentration of so many of the large 
accounts in New York, the percentage of insured deposits was con
siderably sma.Iler for that State than for the country as a whole. 
Among New York State commercial banks 24 percent of the deposits 
were insured, as compared with 44 percent for the country as a whole, 
including New York. 

BUSINESS CONDITIONS 

The general course of business in the United States during the past 
7 years is indicated by tbe accompanying table. 

COll&SJI 0 .. BlIll .... "., 192&-34 
[IDcIu ..... _ It12Hf._1G01 

IDd... _ ~~ ~~.I- - WboI .. 
Pao&orF ...... = DI. GObI" 

~ -:::r paJ'rolIa .::red car~. tal.. DlqdU,. 
1_ I_I JIll ... • 

-------1------------1-----
1121L_ •••• _________________ 

1Il l1li 100 133 103 108 fI7 _._-----------._--.. -- IIU lOS lot 117 I .. III .. 1930 ______________ • __ • ____ • ____ .. 112 .. 02 III 100 "" 1931. _____ ... _._ ... __ ...... _ .. __ .. __ 81 11 .. aa 7i .. 71 1032... ____ • ______ • __________ e. e. " 28 • lID 1& 1933-.. .... _ .. ___ .. ___ ... ____ ••• om lID 411 26 aa 07 .. 1934: ____ .. _____ .. _______ .. __ ....... __ 

" 'III .. 12 • 7. 7 • 

In 1934 output of industrial products, including both manufactures 
and minerals, was at 79 percent of the 1923-25 average 88 compared I 
with 76 in the preceding year and with the low point of 64 in 1932. 
At the same time crop production, which bad been relatively Well

l
' 

maintained throughout the depression, showed a marked reduction 
·88 a consequence of a prolonged drought and of acreage reductions in: 
connection with the program of the Agricultural Adjustment Adminis-I 
tration. Owing to higher prices received by farmers, increasecI; 
marketings of livestock, and la.rger rental and benefit payments by; 
the Agricultural Adjustment. Administration, however, total farm 
income was larger in 1934 than in 1933. Construction work on public, 
projects showed a considerable increase. Profits of industrial corpora
tions, which bad recovered considerably ~933, made further ad
vances in 1934, and were higher than in any year since 1930. Public
utility profifs, however, were sma.ller in 1934 than in the previous year. 
and the deficit of railroads increased. Value of departmenktore sal, 
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in 1934 was 75 percent of the 1923-25 average as compared witl\ 67 in 
1933, and other branches of retail trade also increased, particularly 
in rural areas. 

Production, employment, and trade.-The inorease in industrial 
output in 1934 reflected chiefly larger output of manufactures, but 
there were fairly marked increases in the production of such minerals 
as zinc, lead, and silver, and a moderate increase in the output of coal. 
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.. Dnrable" Includes pjg iron. steel, automobUes, lumber. vessels. locomotives, DOnterrons metals, cement. 
poUahed plate glasa, and coke. ·'NODd1l1'8bl." includes textlJ.eI, leather and products, foods, tobaooo 
produeD, paper and printing, petroleum re1lDiDg, and automobile Urea and tubes. 

The chart shows fluotuations since 1928 in output of durable and 
nondurable manufa.otures, as indioated by the components of the 
Board's index._ 

Among the industries producing durable manufa.otures -the most 
marked increase during 1934 was in the automobile industry, where 
output was 43 percent larger than that of 1933 and double that of 
1932. Activity in the steel .. industry:also showed a further increase, 
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while lumber production ccntinued at an unusually low level, reflect
ing in ccusiderable part continued ino.ctivity in residential building. 

In the group of industries producing nondurable manufo.ctures, 
output showed little change in the aggregate but ccntinued at a 
higher level relative to the 1923-25 average than output of durable 
products. Activity at meat-packing establishments showed a marked 
increase, while textile-mill activity WWl generally at a lower level than 
in 1933. Output of tobaccc products showed a considerable growth, 
and there were increases also in the leather and tire industries. 

Fluctuations in industrial output were ccusiderable in 1934, 
although not so large WI in 1933. A growth in o.ctivity in the early 
part of the year was followed by a decline during the summer, and 
output during the autumn months was at about the same level as a 
year earlier. The increase in industrial output to 86 percent of the 
1923-25 average in May reflected chiefly increased output of auto
mobiles and steel. During the second quarter stocks of steel were 
accumulated in anticipation of price increases announced for third
quarter deliveries, and in ccnsequence steel production showed a 
sharp deeline in July. Textile output WWl also at a low level during 
the summer months and was further reduced in September by a 
strike. Subsequently output in the textile industry increased 8Ome-l 
what. Activity in the meat-packing industry, which had increased

j
l 

sharply, acccmpllnying large marketings of cattle on acccunt of, 
~rought conditions, declined in the autumn. In December, with a' 
sharp increase in automobile production, expansion in o.ctivity at! 
steel mills, and a growth in a.etivity at woolen and silk mills, industrial' 
output increased, ccntrary to seasonal tendency,' and the Boarda' 
adjusted index advanced to 86 percent of the- 1923-25 average 
ccmpared with 75 percent in November and with a low point for th. 
year of 71 in September. 

By the beginning of 1934 a substantial volume of ccntra.ets fo 
Public Works Administration projects bad been awarded, and a.etu 
expenditures on such projects showed a rapid rise during the 8p . 
and summer months. Subsequently there was a decline, re1lec . 
the completion of many projects, particularly on highways. Th 
value of contra.ets awarded for privately financed projects was 
about the same low level in 1934 as in each of the 2 preceding Y 
The record on:'eontractS awarded in the past 3 yeara is shown belo 
by_6-month periods. 
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CONSTRUCTION CONTRACTS AWARDED 

[P'. W. Dodge data for 87 Eastern States. In mUllons of dollars], 
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Factory employment and pay rolls in 1934 were at higher levels 

than in 1933, and at the end of the year factory employment, as well 
as factory output, W8.!! in about the same volume as at the end of 1930. 
In nonmanufacturing industries employment in December was at 
about the same level as at the end of 1933. 

In 1933 employment and pay rolls increased considerably more 
than production in comparable manufacturing industries, reflecting 
in large part the spreading of work and the increasing of wage rates 
under tlie industrial codes. In 1934 production, employment, and 
pay rolls all fluctuated closely together. 

In 1934 distribution of commodities showed an increase and was 
generally maintained with less marked fluctuations than were reported 
for industrial output. Value of commodities distributed through 
department stores was 12 percent larger than in 1933 for the country 
as a whole, with the most marked increases reported in the Atlanta, 
Dallas, Richmond, and Chicago districts, while the smallest increases 
were in the Boston and New York districts. Distribution of com
modities through chain stores also showed an increase, and there was 
considerable growth in sales reported by general-merchandise stores 
in rural areas. Total volume of freight-car loadings increased some
what, reflecting a growth in the volume of rail shipments of all classes 
of freight except grain products and merchandise in less-than-carload 
lots. ' 

Commodity prices.-During 1934 wholesale commodity prices 
continued to advance, reflecting increases in prices of farm products 
and foods, while other commodities as a group showed little change. 
The record for the past 7 years, according to the index of the Bureau 
of Labor Statistics, is Shown on the accompanying chart. 

The principal increase during 1934 in the price of farm products 
came during the summer months. At that time drought conditions 
prevailed over wide areas, reducing the yields of grain crops to excep
tionally low levels. Prices of grains and dairy products advanced 
sharply. The immediate effect of the drought on the livestock 
situation, however, was to increase the volume of cattle and sheep 
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marketed, which tended to reduce prices of livestock and meats. 
Government purchases of cattle and sheep during this period were a 
factor in maintaining existing levels of prices. While marketings of 
cattle and sheep showed a large increase during the summer months, 
marketings of hogs declined, partly as a result of seasonal factors and, 
partly on account of small supplies available on the farms. At the 
same time cotton prices advanced as it became evident that the crop 
would be reduced to about 10,000,000 bales, largely as a consequence 
of smaller acreage but also in part on account of the drought in Texas, 
Oklahoma, and western Arkansas. 

In September and October prices of most leading agricultural 
products declined somewhat. Toward the end of the year livestock 
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prices showed marked increases, Bud prices of cattle continued to 
increase rapidly after the turn of the year, reflecting reduced supplies 
as a secondary effect of the drought. In December prices of corn 
and hogs were about double those of a year earlier, and prices of 
wheat, cotton, and steers were from 25 to 50 percent higher; potato 
prices, on the other hand, were lower by about one-half. 

The small price changes during 1934 fo~ ~oup of commodities 
other than farm products and foods reflected declines in the prices of 
textiles and hides and leather, offset by increases in the prices of bitu
minous coal, metals and metal products, chemicals, and miscellaneous 
products, particularly rubber and tires. Building-material prices, 
after advancing somewhat during the first half of the year, declined 
by about the same amount in the second half. 
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Retail prices of food, as measured by the index of the, Bureau of 
Labor Statistics, advanced from 105 percent of the 1913 average at 
the beginning of the year to 117 percent early in Septamber and 
subsequently declined to 114 percent. The increase for the year was 
general, with the most marked advance reported for meats. Prices 
of articles sold mainly at department stores and mail-order houses 
apparently showed little change. House rents, which had declined 
for 9 years, advanced in some communities, reflecting increased occu
pancy accompanying moderate increases in incomes. 

INDUSTRJAL ADVANCES BY FEDERAL RESERVE BANKS 

By an act of Congress approved on June 19,1934, the Federal Reserve 
banks a.nd the Reconstruction Finance Corporation were authorized, 
within prescribed limitations, to make' credit available for the purpose 
of supplying working capital to established industrial and commercial 
businesses. This act amended the Federal Reserve Act by the addi
tion -of section 13b, which embodies the provisions relating to the 
Federal Reserve banks. Regulation S, relating to tho provisions of 
this section, was issued by the Board on June 26, 1934. 

This legislation was advocated because many small enterprises had 
suffered severe capital losses during the depression and had inadequate 
working capitol. Such enterprises find it difficult to obtain their 
requirements of working capital through the capital market, while 
commercial banks and other financial institutions, in many cases, 
were hesitant about undertaking on their single responsibility the 
risks involved in making relatively long-time loans for working
capital purposes. 

Recognizing the possible need of these industrial and commercial 
businesses for additional working capital to enable them to continue 
or resume normal operations and to maintain employment or provide 
additional employment, Congress granted the Federal Reserve banks 
broad powers to enable them to provide such working capital, either 
through the medium of banks, trust companies, and other financing 
institutions or, in exceptional circumstances, by advances directly to 
such commercial and industrial businesses. 

The conditions imposed by the law are such that loans must be 
made to established industrial or commercial businesses, must be 
made for the purpose of supplying working capital, and must have 
maturities not exceeding 5 years. In addition, direct loans by the 
Federal Reserve banks may be made in exceptional circumstances, 
when credit is not obtainable on a reasonable basis from the usual 
sources, and provided the loan can be made on a reasonable and sound 
basis. ' 

When credit is advanced through the medium of banks or other 
financing institutions, the procedure is ordinarily for the financing 
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institution to make the loan and procure from the Federal Reserve 
bank a commitment binding the Federal Reserve bank to take over 
the loan at the option of the financing institution. Such commitments 
are specifically authorized in the act. Before the Federal Reserve 
bank can grant such a commitment it must satisfy itself that the loan' 
is properly made and is one that it is authorized by the act to acquire. 

The Federal Reserve bank, therefore, must make the same credit 
investigation of 0. loan by a financing institution for which it is to 
grant a commitment as of a loan which it is to make direct. This is 
especially necessary because, under the law, when such 0. loan is dis
counted for a financing institution by the Reserve bank the financing 
institution need retain obligation for no more than 20 percent of any 
loss thereon. 

The law provided for the appointment of an industrial advisory com
mittee in each district, consisting of members actively engaged in 
industrial pursuits. Members of these advisory committees had been 
selected by the tblld week in July, and the consideration of applica
tions by the committees and by the Reserve banks began immediately. 
On August 1 the Federal Reserve Bank of Minneapolis made the first 
industrial advance.' The Reserve banks received many inquiries and 
informal applications for industrial advances immediately following 
the passage of the act, and for the first few weeks the industrial advi
sory committees were not able to act on applications as rapidly as they 
were received. By the first part of September, however, this situation 
was changed, and by December the number of applications received 
was much smaller and these were being acted upon without material 
delay. 

In the period of approximately 6 months which elapsed between the 
approval of the act and the close of the year about 5,100 applications 
for a total of $190,000,000 had been received. Of these 1,020 in the 
amount of $52,000,000 had been approved and 661, amounting to 
$41,000,000, were under consideration at the end of the year. Most 
of the other loans applied for were either ineligible under the condi
tions imposed by the act or were without a satisfactory credit basis. 
The applications approved included about $14,000,000 approved on 
conditions which as of the end of this year had not becn met by the 
applicant; and disbursement on these, therefore, had not been made. 
On January 2, 1935, the Federal Reserve banks held about $14,000,000 
of industrial loans and were under commitm~r about $10,000,000. 
The accompanying table shows industrial-loan activity through Janu
ary 2, 1935. 

In the period elapsed since adoption of section 13b of the Federal 
Reserve Act. the Federal Reserve Board and the Federal Reserve 
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banks have made constant and energetic efforts to make the pro. 
visions of the law as generally known as possible to banks and pro· 
spective borrowers. Cooperation of member banks has also beeI 
obtained. These efforts have been made through visits to bankers and 
through frequeIlt circularization. At the same time the Board and 

INDUSTRIAL ADVANCES AND COMMITMENTS TO JAN. 2, 1935 
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the Federal Reserve banks have given careful and repeated considera
tion to the procedure for handling applications. Every complaint 
received from rejected applicants has been carefully investigated 
and the reasons for rejection explained to the applicant. In order to 
improve procedure and coordinate policies under this law there have 
been frequent meetings of Board members, Reserve bank officials, 
and members of the industrial advisory committees. The efforts 
of the Federal Reserve banks and the Federal Reserve Board to make 
known the provisions of section 13b and the examination of applica
tiol).S have entailed considerable work and expense to the Federal Re
serve banks. The servici,ng of the loans is expensive j the security 
for loans includes mortgages upon property, assignment of accounts 
receivable, contracts, etc., and care must be taken that taxes and 
premiums are paid, that contracts are fulfilled, and in general that no 
impairment of the security occurs. 

SECURITIES EXCHANGE A.CT Ol!' 1984 

With a view to preventing the excessive use of credit for the 
purchasing or carrying of securities, the Securities Exchange Act of 
1934, which became law on June 6, requires the Federal Reserve 
Board from time to time to prescribe rules and regulations with respect 
to the amount of credit that may be extended and maintained on any 
security registered on a national securities exchange. Certain securi
ties are exempted by the act from these provisions. For the initial 
extension of credit such rules and regulations must be based upon a 
certain standard set forth in the act, but the Board is authorized "to 
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prescribe such requirements lower than the standard 88 it .. deeme 
necessary or appropriate for the accommodation of commerce and 
industry, having due regard to the credit situation of the country", 
and such higher requirements 88 it may "deem necessary or appro
priate to prevent the excessive use of credit to finance transactions in 
securities." 

The act makes it unlawful for any member of a national securities 
exchange, or any broker or dealer who transacts a business in securities 
through the medium of any such member, to extend or maintain 
credit to or for any customer (1) on any registered security (other 
than an e.mmpted security) in contravention of the Board's rules and 
regulations, or (2) without collatsral or on collateral other than regie
tered securities andlor exempted securities, excep~ in accordance with 
such rules and regulations 88 the Board may prescribe to permit the 
extension or maintenance of such credit in certain eases. 

In accordance with the act the Board issued on September 27 
a regulation (Regulation T) effective October 1 dealing with the 
extension and maintenance of credit by brokers, dealers, and members 
of national securities exchanges. The regulation placed no restric
tions on the amount of or collateral for loans for industrial, commercial, 
or agricultural purposes. In preacribiDg the margin requirements 
specified in this regulation the Board adopted the basis stated in the 
Securities Exchange Act of 1934 and provided that, with certain 
exceptions, a member of a national securities exchange, or a broker 
or dealer subject to the regulation, shall not mo.ke any initial exten
sion of credit to any customer on any registered security (other than 
an exempted security) for the purpose of purchasiDg or carrying any 
security, in an amount which causes the total credit extended on such 
registered security to exceed whichever is the higher of: 

(1) 55 percent of the current market value of the security; or 
(2) 100 percent of the lowest market value of the security 

computed at the lowest market price therefor during a specified 
period precediDg the current month, but not more than 75 percent 
of the current market value. The period specified is 0&8 of 36 
calendar monthe except that until July 1, 1936, it is the period 
between July 1, 1933, and the beginning of the current month. 

At the level of security prices when Regulation T went into effect., 
brokers could extend credit on most registered securities up to 75 
percent of their current market value. In ~f any substantial 
increase in security prices, however, the average margin requirement 
prescribed by the regulation increases automatically, since the loan 
value of an increasiDg proportion of outstandiDg securities becomes 
less than 75 percent of current market value. 

The margin requirements stated in the law and now preecribed by 
the Federal Reserve Board are designed to exert a.restrainiDg influence 
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on speculative trading. By imposing higher margin requirements OE 

securities that have had a rapid rise than on more stable securities, 
the prescribed requirements make credit less freely available fOJ 
trading in speculative securities. 

Regulation T does not prescribe a specific margin that must bE 
maintained after a loan has been granted, but imposes restrictions on 
the operations which the customer may be permitted to carry on in 
his account if his margin falls below the standard prescribed fOl 

initial extension of credit. Thus the amount of credit maintained in 
an account is not required by the regulation to be reduced as a con
sequence of a decline in the market value of the securities held, but 
additional extensions of credit are not permitted unless sufficient 
additional margin is supplied for the new extension itself. 

The regulation provided means by which accounts in existence on 
October 1, 1934, might be recorded Separately by the creditor at any 
time prior to November 15, 1934, and thereafter be maintained 
separately until liquidated, but not later than July 1, 1937. In order 
to prevent circumvention of the margin rules, however, transactions 
in such accounts are subject to restriction. 

Under section 8 of the Securities Exchange Act of 1934 brokers and 
dealers subject to the act may not borrow on registered securities 
(other than exempted securities) from lenders other than member 
banks except under certain conditions. Nonmember banks must sign 
an agreement in the form specified in Regulation T before brokers and 
dealers who are subject to the regulation may borrow from them, and 
by December 31,1934,121 nonmember banks had signed this agree
ment. Members of registered securities exchanges and other brokers 
and 'dealers subject to the regulation are also permitted to borrow 
from and lend to one another under specified conditions. 

Rules are also included in Regulation T regarding cash transactions, 
reports by brokers, and such administrative details as the borrow
ing and lending of securities, the debiting of interest, commissions, 
etc., the handling of guaranteed accounts, the transfer of accounts, 

. temporary credit for clearance of securities, and adjustments for 
innocent mistakes. 

In preparation for the adoption of margin requirements the Board 
made a survey of the condition of margin accounts held with brokers 
in the summer of 1934. At the request of the Federal Reserve 
Board the N e\V York, Chicago, and San Francisco Stock Exchanges 
obtained certain reports from theiJ: members as of July 31, 1934. 
Reports were secured covering approximately 213,000 accounts and 
over two-thirds of all customers' borrowings. They showed that.a 
large number of accounts contained substantial amounts of excess 
margin, as judged either by the rules of the New York Stoek Ex
change or by the standard used in Regulation T. In 85 percent of 
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the accounts reported, customers were not borrowing more than 
66% percent of the value of the securities in the account. The value 
of the securities held in all the accounts was nearly twice as large 
as the amount borrowed on the securities, that is to say, total borrow
ings were equal to approximately 50 percent of the total value of the 
securities carried. ' 

The reports showed the amount of each individual security held in 
customers' accounts with debit balances and in partners' and firms' 
accounts. These data covered in all some 20,000 different issues with 
total market value estimated at about $2,600,000,000. Detailed 
analysis was made of figures representing about 80 percent of the total 
estimated value of all securities held by brokers for their customers. 
This analysis indicated that on the basis of market values as of 
July 31, 1934, over two-thirds of the securities so held, exclusive of 
unlisted securities, could have been carried under the provisions of 
Regulation T with a maximum loan of 75 percent of market value, 
about one-fourth permitted loans of percentages varying from 55 to 
75 percent of market value and averaging 67.6 percent, and the 
'remainder, or about one-twelfth, had a maximum loan value of 55 
percent of market value. The average maximum loan value on all 
these securities was slightly under 72 percent. This compared with 
a maximum percentage permitted by the New York Stock Exchange 
of about 77 percent for large accounts and 66% percent for small 
accounts, averaging about 75 percent for all accounts. 

When the new margin rules went into effect the securities markets 
were relatively inactive, and remained so during the rest of the year. 
There was accordingly no occasion, such as might be afforded by a 
rapidly rising market, to test the effectiveness of the new rules in 
accomplishing the purposes for which they were adopted. Between 
September 1934, before Regulation T became effective, and the last 
month of the year, security prices advanced somewhat. The increase 
for common stocks, according to the index of the Standard Statistics 
Co., amounted to about 3 percent. From the end of September to the 
end of December there was little change in the total volume of 
customers' borrowings from brokers. The total borrowings of mem
bers of the New York Stock Exchange at the end of 1934, amounting 
to $880,000,000, were $35,000,000 larger than at the end of 1933 
but only about 10 percent of their maximum in the autumn of 1929. 

The Securities Exchange Act of 1934 also em~ers the Federal 
Reserve Board, withiJ1, certain limitations, to prescribe rules and 
regulations, including margin requirements, for credit extended or 
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maintained by other persons than members of a national securities 
exchange, or brokers or dealers who transact a business in securities 
through the medium of such members, for the purpose of purchasing 
or carrying any security registered on a national securities exchange. 
These other persons include all banks in the United States except 
such banks as are subject to Regulation T by reason of their holding 
membership in a national securities exchange. This authority is 
additional.to·that conferred by other statutes for credit supervision. 
The Board is studY.ing the subject and in due time will issue the 
required regulation as to bank loans made to purchase or carry 
securities re"oistered on a national securities exchange. 

EARNINGS AND EXPENSES OF FEDERAL RESERVE BANKS 

Gross earnings of the Federal Reserve banks in 1934 amounted to 
$48,903,000, or $584,000 less than in 1933. After deducting cUrrent 
expenses of $29,242,000, reserves for depreciation on bank premises, 
and reserves for losses, self-insurance, etc., there remained net earn
ings of $15,231,000, or $7,274,000 more than the amount of net 
earnings for 1933. Earnings, expenses, dividend payments, etc., 
for all Federal Reserve banks combined for 1934 and 1933 are shown 
in the following table: 

EABNlNOS AND EXPENSES 0" FEDERAL RESERVE BANKS DURING 1934 AND 1933 
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Current upenael ___________________________________________________ • ______ .____ 29,242 2D. 223 

Ourrent netearnfIlgS ______________________________________________________ ~ ~ 

Additions (proOts on !ales or United States Government sec.uritles, etc.)________ 8, 92J) ~ 
Deductiona (dopreolation and other reeerves, etc.>. ______________________________ ~ ~ 

~:: =~~~ .. ~~~_~~:_~:::::::::::::::::::::::::::::::::2 1~~ 1~ ~g: 

~=~dr~:f~1ii;:::::::::::::::::::::::::::::::::::::::::::::: ~~: _______ :~! 
All Federal Reserve banks paid dividends to member banks at the 

rate of 6 percent per annum on their paid-in capital. These dividends 
amounted to $8,781,661. 
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Gross and net earnings during the year 1934 and the distribution 
of net earnings of each Federal Reserve bank are shown in the follow
ing table: 

FINANCIAL RmstILTB 01' OPBBA'l'ION8 OF THJI hDmaAL RUBava BAN ... 
D171UNG 1934 

.. _-..-

Earnings on total bills and securities were slightly lees in 1934 than 
in 1933, an increase of about $74,000,000 in average daily holdings of 
bills and securities being more than offset by a reduction from 1.98 
percent to 1.91 percent in the average rate of earnings. Average 
daily holdings of bills and securities, together with average rates and 
amounts of earnings thereon, are shown for recent yeare in the 
following table: 

EARNINGS ON B'LLS AND SB<roBITIBS 

[AmoaDlalD..........,. ofdolJanl 

ToIoI 
BIIJs4foo ...:.'l!t ... U. 8. a.... tIA.~ 
erJIIDled ~et :i::' IIDIII1t* 

--------1--------1-
Dally._~ 

I.2'~D118 121!,217 tl8,2IID ..... ,0. ... 1931~ .. _________ .... ________ .. ____ •• _ .. ____ 
IIlBt.. ...... _ .. ___ .. ___ .... _ .. __________ .. _ 2,0IIt, ... ..", ... 1O,1IOQ 1. .... 208 ,,600 uma ______________________ 

2,f21,1jfJO 283,229 82,882 2,OIIt,./IO ... ....::.: ............. _ ................. "' .... ." 8f,- ...... 2,01,'" ',,2M 
UI3L.. ___________ ... __ .. ______ .... ____ ... __ 27.""" 0.821 t,0I0 12,- ... 1982. ___ .. ________________ .. ________ ... ..,. 17,881 .. "'" ... w.. <IS 1911&.. .. __ .. ___ .. __ .. ____ ........... _ .. __ 

:1.:: '.137 I. ... :k:'f ... )9&1.. ________________ .. _ .. ____ • _________ 
1.011 141 .... 

Aw::rL.~"!..~_~: ....... 2.20 .. 01 ....." .. 188 ... 
1932.. .......... _ ........... _ .... _ .. __ .. __ ........ __ .. __ 1.8& .. 0 Lta L .. U7 If133.. ______________________ 

LIIl 2.23 L4t 1.83 1.74 
l1i1301.. .... _ ... _ ...... _ .. __ .... _ .... __ .. __ ... _ .... _ ... __ Lt. .... .11 I. ... . .. "' 

1InaIades lDdaatrtal adftD-. 
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Current expenses of the Federal Reserve banks in 1934 were 
$29,241,000, or $18,000 more than in 1933. 

Salary payments during 1934, including contributions to the retire
ment system of the Federal Reserve banks established on March 1, 
1934, were $1,551;000 in excess of salary payments in 1933. Other 
items of expenditure that show a substantial increase over 1933 are 
the assessments for expenses of the Federal Reserve Board, which 
increased $572,000, and taxes on banking houses, which increased 
$110,000. Owing largely to the falling off in the demand for currency 
in 1934 as compared with 1933, when there was an abnormal demand 
for currency preceding the banking holiday, expenditures of the Fed
eral Reserve banks for the printing and redemption of Federal Reserve 
currency declined $1,359,000 and insurance on currency shipments by 
$68,000. Other substantial reductions in expenses were $120,000 in 
taxes on Federal Reserve bank noted, $219,000 in telephone and tele
graph charges, $240,000 in postage and expressage, $71,000 in print
ing, and $148,000 in insurance other than on currency shipments. 

The average number of officers and employees, exclusive of those 
assigned to Reconstruction Finance Corporation work, was 10,376 in 
1934 compared with 10,015 in 1933. During the year the Federal 
Reserve banks had an average of 1,351 officers and employees engaged 
on work of the Reconstruction Finance Corporation compared with 
1,114 in 1933. 

The volume of work handled in the principal operating departments 
of the banks for which a measurement is available, during each of the 
last 4 years, was as follows: 

VOLUME' 011' OPERATIONS IN PRINCIPA.L DEPARTMENTS 

Jrfl1llBBa 01' PISCQ IUJrfDLBD I 

BIIIB.-u.tod: 

~t!~~~tea::=-::::::::::::::: 
Industrial advances: 

1931 

109. em 
.... 000 

193' 

178,000 
7711.000 

1933 

81,000 
.... 000 

~g:;:=~~--Diak;;-IDdua~iar ------.---.-.--- --.------------- ____ w ____ • _____ _ 

advanoes. ______ ~----------------- ______ • _____ ."' _________ .. __________ • _______ • __ • 
BUls puroba.sed In open market tor own 8CCOUDL __________________________ _ 

and oountei:L _______ _ counted _____________ _ 
221,000 

~"'.29~000 
........ ~OOO 

SM,616.000 

17,322,000 
6, • .,.000 

2,431,000 
1 ..... 000 

78,000 
~OU.""OOO 
...... 781.000 

'13<,636,000 

17,710.000 
7 ..... 000 

1,9.56,000 
1,469,000 

'111.000 
2, 013, 459, 000 
2,497,928, 000 

.... 933.000 

18, "'.000 
8.371,000 

8 ..... 000 
1 ..... 000 

I 2 or more oheck8, ooupons, eto., bandied lUi 8 single item. are oounteclaa 1 .. piece. OJ 

1934 

115,176 
42,128 

.63 
227 

7,400 
2,067,836.000 
2, 006, 164, 000 

818.847.000 

21,65S.000 
7.<36,000 

.. 281. 000 
1 ..... 000 
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VOLUMJI or OPB1IATlONB IN PWNCIPAL DIDPA1INBN'rS-Continued, 

11131 1113' 11131 11134 

IJIOUH'l'l!l IU.lfJ)UD 

~~~ •••••••••••••••••••• fU,1M,1l9O,000 $18,_100,000 1O,6U,808,000 171,,801.000' 

i1:=e:~t'~;iiUib-iDd·Uiirl8i· .--.... -.... -.... -................ -.... -........ ........................... 1"884.000 

Billa ::':="iiioiiiD"ma;kirtOi"owo" ... -............... -;0--.. -.... -.... -.... ---.... -...... -----.... -... -.. 11.443,000 

~t. .. ciOj.;.;a·8Dd_iOd.::::::: J::::~:::: 1O,m:~:::: 1I.m:::!::::: 8.Jt~:::: 
eou.nted_. ___ .... __ .... 686,946, (K)(J 8M. 2IJa, 000 .. 611, 000 298. 2fI7. 000 
•••••• ; •••••••••••••• _172,Il10,000 ''J8.6I1I.'III1,000 167,saa.002.000 1'111.'"'488.000 

• 'paid.... C'/II, 000, 000 529,088,000 m. 08~ 000 890,821,000 
tI. s~~iiib".'-;'iiJjPiiOa;.:.' 7,121.81"000 I,m.817,000 1,1i3f,068.000 1,7"'07"000 

.a.uu. redem.ptioIUl, and ucbangu by 
1IacaI .... ""depar_t ............. 17,848,171,000 ' ...... 110,000 ... ..".".,000 111.941 ..... 000 

Traue!eIOoIlUDdI ...................... I62,OO6,fl8I,OOO 11 .. 040,00.000 86,D68,1I1,000 73,011.110.000 

As indicated by the foregoing table, there has been & substantial 
increase during the past 2 yell.1'll, and particularJy in 1934, in the 
volume of United States Government obligations issued, redeemed, 
and exchanged and of United States Government coupons paid by 
the Federal Reserve btmks. There has also been a corresponding 
increase in other :6seal agency and c\lIltodianship services rendered 
to the United States Government by the Federal Reserve btmks, 
including services performed for the Reconstruction Finance Corpo
ration, the Fa.rm Credit Administration, the Home Owners' Loan 
Corporation, and other Government agencies. 

The Banking Act of 1933 and the Securities Exchange Act of 1934 
imposed additional duties and responsibilities upon the Federal Re
serve 'Board and the Federal Reserve banks and added appreciably 
to their cost of operation. The act of June 19, 1934, adding SectiOD 
13b to the Federal Reserve Act under which the Federal Reserve 
btmks are authorized to make industrial advances lor working capi. 
tal purposes, with a maturity of not exceeding 5 yell.1'll, has also 
resulted in a substantial increase in the volume of work performed 
by the Federal Reserve banks and in their expenses. 

BUILDING OPERATIONS OF FEDERAL RESERVE BANKS AND THE FEDERAL 

REaERV. BOARD 

Construction of additions to the buildings occupied by the Federal 
Reserve Banks of New York and Pbiladelpma..vas in progress at the 
end of 1934. All Federal Reserve banks and their branches are now 
housed in buildings owned by the banks except the branches at 
Cincinnati, Cho.rlotte, Portland, Seattle, and Spokane. The Federal 
Reserve Board now occupies rented qua.rters in two buildings in the 
city of Washington. 
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The act of June 19,1934, authorized the Federal Reserve Board to 
acquire a building site in the District of Columbia and to construct 
a building suitable and adequate in its judgment for its purposes. 
A careful survey of possible locations for the new building was made, 
which resulted iD. the selection of a site on the north side of Constitu
tion Avenue, between Twentieth and Twenty-first Streets NW. 
The site was approved by the National Capital Park and Planning 
Conunission and by the Secretary of the Interior who recommended 
it to the President, and the President gave his approval on July 13, 
1934. Title was transferred to the Board by the Secretary of the 
Treasury on January 22, 1935, the purchase price being $754,583. 

Following the approval of the site, the Board engaged Mr. Everett 
V. Meeks, dean of the School of the Fine Arts in Yale University, to 
prepare a program for a competition for the selection of an architect 
for the building. The program, after having been approved by the 
Fine Arts CommissiOli., the National Capital Park and Planning 
Corumission, and the American Institute of Architects, was issued 
on February 1, 1935. During the formulation of the program for the 
competition, a thorough study of the Board's needs in the new building 
was made by Mr. E. F. Abell, consulting engineer. The Board also 
had the benefit of the advice and assistance of the National Park 
Service of the Department of the Interior. 

After consulting with the chairman of the Fine Arts Commission, 
invitations to participate in the competition were sent to Arthur 
Brown, Jr., San Francisco, Calif.; Coolidge, Shepley, Bulfinch & 
Abbott, Boston, Mass.; Paul Philippe Cret, Philadelphia, Pa.; Delano 
& Aldrich, New York City; Holabird & Root, Chicago, ill.; John 
Russell Pope, New York City; James Gamble Rogers, New York 
City; Egerton Swartwout, New York City; and York & Sawyer, New 
York City. 

The jury selected by the Board to pass upon the designs submitted 
by the competing architects is composed of Messrs. John W. Cross, 
New York City; William Emerson, Boston, Mass.; and John Mead 
Howells, New York City, architects; Mr. Frederic A. Delano, chair
man of the National Capital Park and Planning Conunission, and 
Mr. Adolph C. Miller, member of the Federal Reserve Board and 
chairman of the site and building committees appointed by the 
Board. 

BRANCHES AND AGENCIES OF FEDERAL RESERVE BANKS 

The 25 branches and 2 agencies of the Federal Reserve banks which 
were in operation at the end of 1933 continued to function throughout 
the year 1934. The following table shows a comparison of the volume 
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of work handled in certain departments during the years 1931, 1932, 
1933, and 1934: 
VOLUM.E 1 OJ' OPERATIONS OJ' FEDERAL REIBESVB BBANCBJCS AND AOBNCIJC8 

1031 1932 1933 1934 

Checks bandled: 

~o::t::::::::::::::::::::::::::: $48,~tM:::: t3f.:::~~ $33,::; ::~ $t3, ::::; = 
Ourrency received and counted: 

Number of pieceL__________________ 622, 933.000 470,285,000 472,810.000 489.627,000 
Ool:::erv!danci-OOWi"ted':------------- $2.666.662.000 $2,222,943,000 S2.M3.130,OOO t2.196,428,000 

Number of piecea___________________ m 426, 000 mt, 622. 000 626. 189, 000 531, &41. OOD Amount____________________________ $72, 660.000 $11. Z13,,000 $126. 211.000 $68,136,000 

1 201' more checks, etc., bandled as 6 alngIe Item, are counted 18 1"p1eoe." 

Current expenses during 1934 of the branches and agencies 
amounted to $5,917,000, compared with $5,834,000 during 1933. 

FEDERAL RESERVE INTERDISTRICT COLLECTION SYSTEM 

At the end of 1934 there were 12,915 banks (licensed and unli
censed) on the Federal Reserve par list, comprising all member banks 
(6,451) and 6,464 nonmember banks that pay, without deduction of 
exchange charges, such checks drawn upon them as are presented or 
forwarded for payment by the Federal Reserve banks. During the 
year the number of nonmember banks on the par list decreased by 
690, largely as a result of the reduction in the number of banks in 
operation, and the number not on the par list decreased by 52. Of 
the 2,643 banks not on the par list at the end of 1934, 1,438 were 
located in the 11 Southern States and 1,083 in the West North Central 
States and the adjoining State of Wisconsin. As will be seen from the 
following table, all of the banks in the Boston, New York, and 
Philadelphia districts and all but one in the Cleveland district were 
on the Federal Reserve par list. 

INTERDJ8TBIC'l' COLLEcrtOH SYSTEM 
(Number.r _ IncludlDg bo .. U_ and onU_ baoka. at BOd 01 Docomber 1933 and 19341 

Federal Reserve district 

No.umember b&nt.a. other thaD mutual 
oavlnpbaoka 

ODp&fllsl: NotOJlparlJJl. 1 

Dee. at. Dee. at. 1---.---1---.----
lwt Wd3 ~iJl. »:JI. nrW:1• D;;Jt. 

Unlted 8 ...... _________________ .___ .... I .. "'" ..... 7.1" 2,'" 2,1106 
BostoD..~ _______________________________ _ 
New Yorll _____________________________ _ 
Pbiladelpbla.. __________________________ _ 
Cleveland-__________ :.. _________________ _ 
Rlehmond ______________________________ _ 
Atlanta _____ • __ . _____ • ___ • __________ • __ _ 
Cbicago _______________________________ _ 
8t. LoulL-. ___________________________ _ 
Mlnneapo1.1!l ___________________________ _ 
K8D588 City ____________________________ _ 
DaUas.. ___________ • ___________________ _ 
.... FraDdooo ___________ • ___________ _ 

871 
m ... .... 
401 ... ... ... ... 
'/3t ... 
380 
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CHANGES IN MEMBERSHIP 

During the year 1934 the number of licensed member banks 
increased from 6,011 to 6,442, a net increase of 431. This increase 
was due largely to the opening of 406 new national banks, resulting 
mainly from the reorganization of unlicensed member banks, and the 
admission of 125 State banks to membership in the Federal Reserve 
System. The increases were partly offset by the merger, absorption, 
consolidation, and liquidation of 169 licensed member banks. The 
6,442 licensed member banks on December 31, 1934, included 5,462 
national banks and 980 State member banks. Changes in the 
number of licensed member banks during 1934 are summarized in 
the following table: 

CHANGBS IN NUHBER 0:1' LICENSIIID ,MEM.BER BANK.S DURING 1934 

Number of licensed member bank. at beginning of year ________________ 6,011 

Increases: 
Organizations of national banks (including successions and con-

versions) ________ • _ _ _ _ ___ _ ___ _ _ _ _ __ _ _ ____ _ _ _ _ _ _ __ ____ __ _ _ _ _ _ 406 

Admiasions of State banks to membersbip________________________ 125 
Reopening (licensing) of suspended and unlicensed banks___________ 75 

Total additions_ ______ _ __ _ ____ ___ _ _ _ ___ ___ _ _ _ _ _ _ _ __ _ _ _ _ __ __ _ 606 

Decreases: 
Withdrawals of State banks from membersbip____________________ 5 
Suspensions_ _ __ ___ __ _ _ ___ _ _ _ _ _ __ _ _ _ ___ _ _ _ _ __ ___ _ _ _ _ _ _ _ __ ____ _ 1 

Mergers, absorptions, consolidations, and Iiquidations_____________ 169 

Total decreases_____________________________________________ 175 

Net increase _______________________________________ :_ _ _ ______ _ _ _ _ _ 431 

Number of Iioensed member banks at end of year _____________________ 6,442 

At the end of December 1934 loans and investments of member 
banks constituted approximately 87 percent of the total loans and 
investments of all banks, exclusive of mutual savings banks, com
pared with 83 percent at the end of 1933 and 79 percent at the end 
of 1932. 

AMENDMENTS TO THE LAW RELATING TO THE FEDERAL RESERVE 

SYSTEM 

During the year 1934 a number of acts were passed by Congress 
containing provisions of importance amending the Federal Reserve 
Act or by their terms affecting the Federal Reserve System. These 
provisions are summarized below. 
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AO'I O. IAIIDABY lOr leu 

Transfer of gold of Federal Reserve banks to the United States.
The Gold Reserve Act of 1934, enacted JaDuary 30, 1934, vested in 
the UDited States all right, title, IlJId interest Q.Ild every claim of the 
Federal Reserve Board, the Federal Reserve blUlks, IlJId the Federal 
Reserve agents to all gold coin and bullion, aDd in payment therefor 
established credits in the Treasury in equivalent amounts in dollars, 
these credits being payable in gold certificates. Gold in the possession 
of the Federal Reserve Board, the Federal Reserve blUlks, aDd Fed
eral Reserve agents was required to be held in custody for the UDited 
States and delivered upon order of the Secretary of the Treasury. 

Amendments relating to Federal Reserve notes.~ection 16 of the 
Federal Reserve Act was amended by the Gold Reserve Act of 1934 
so as to make Federal Reserve notes redeemable only in lawful money; 
to elimina.te the authority for the use of gold (but not gold1certificates) 
as collateral for Federal Reserve notes; to require that reserves against 
Federal Reserve notes be maintained in gold certificates instead of in 
gold and that reserves aga.iDst deposits of Federal Reserve banks be 
maintained in gold certificates or lawful money instead of in gold 
or lawful money; to require the redemption fund of each Federal 
Reserve bank maintained on deposit at the Treasury of the UDited 
States to be in gold certificates instead of in gold; to make deposits 
of Federal Reserve banks and Federal Reserve agents with the 
Treasurer of the UDited States repayable in gold certificates only and 
not in gold coin; aDd to ma.ke other corresponding amendments in 
other provisions of section 16. 

Conditions as to acquisition or transportation of gold.-The Gold 
Reserve Act also required the Secretary of the Treasury, with the 
approval of the President, to prescribe conditions under which gold 
may be acquired, held, and transported (a) for industrial, professional, 
and artistic use, (6) by the Federal Reserve blUlks for the purpose of 
settling international balances, and (c) for such other purposes as in 
the Secretary's judgment are not inconsistent with the purposes of 
the act. 

Redemption of currency in gold.-The act prohibited the redemp
tion in gold of any currency of the UDited States except as permitted 
in regulations prescribed by the Secretary of the Treasury, with the 
approval of the President; but the act also provilled that gold certifi
cates owned by the Federal Reserve banks shall b$'"redeemed at such 
times and in such amounts as in the judgment of the Secretary are 
necessary to maintain the equal purchasing power of currency of the 
UDited States; that the reserve for UDited States notes and Treasury 
notes of 1890 aDd the security for gold certificates shall be maintained 
in gold bullion equal to the dollar amounts required by law; and 
that the reserve for Federal Reserve notes shall be maintained in gold 
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certificates or in credits payable in gold certificates maintained with 
the Treasurer of the United States under section 16 of the Federsl 
Reserve Act. 

Reduction in weight of the gold dollar; stabilization fund.-The 
Gold Reserve Act slso amended the act of May 12, 1933, which 
empowered the President under certain conditions to reduce the 
weight of the gold dollar by an amount not exceeding 50 percent. The 
Gold Reserve Act provided that in any event the weight of the gold 
dollar should not be fixed at more than 60 percent of its previous 
statutory weight. It was provided that the increase in the vslue of 
the gold held by the United States which resulted from any reduction 
in the weight of the gold dollar should be covered into the Treasury 
as a miscellaneous receipt. The sum of $2,000,000,000 resulting 
from such increase was appropriated to be deposited with the Treas
urer of the United States in a stabilization fund, under the exclusive 
control of the Secretary of the Treasury, with the approvsl of the 
President, to be available for expenditure for the purpose of stabi
lizing the exchange vslue of the dollar and also for the purpose of 
investing or reinvesting in direct obligations of the United States 
any portions of the fund not currently required for stabilizing the 
exchange vslue of the dollar. It was provided that the operation of 
the stabilization fund should terminate 2 years after the date of 
enactment of the act, but the President was given authority to 
terminate the operation of the fund at an earlier date or, by proclama.
tion, to extend the period for not more than 1 additionsl year. 

Other provisions of Gold Reserve Act.-The Gold Reserve Act slso 
contains provisions for the forfeiture of gold withheld, acquired, or 
transported in violation of law; provisions prohibiting coinage of 
gold with certain exceptions; and certain other provisions of a miscel
la.neous character. 

ACTS OJ' .JANUARY 31, 1934, AND APRIL 'Zl, 1984 

Security for 15-day advances by Federal Reserve banks.-Section 
13 of the Federsl Reserve Act was amended by the Federal Farm 
Mortgage Corporation Act approved January 31, 1934, so as to 
authorize Federsl Farm Mortgage Corporation bonds issued under 
the Federal Farm Mortgage Corporation Act to be used as security 
for advances by Federsl Reserve banks to their member banks for 
periods not exceeding 15 days and was amended by an act approved 
April 27, 1934, so as to authorize bonds issued under the provisions 
of section 4 (c) of the Home Owners' Loan Act of 1933, as amended, 
to be used as security for such advances. 

Obligations eligible for purchase by Federal Reserve -banks.
Section 14 of the Federal Reserve Act was amended by the act of 
January 31, 1934, above mentioned, so as to authorize Federsl Re-
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serve banks to buy and sell bonds of the Federal Farm Mortgage 
Corpora.tion ha.ving maturities from date of purchase of not exceeding 
6 months and was amended by the act of April 27, 1934, so as to 
authorize such banks to buy and sell bonds issued under the provisions 
of section 4 (c) of the Home Owners' Loan Act of 1933, as amended, 
and having maturities from date of purchase of not exceeding 6 
months. 

Federal Reserve banks as fiscal agents for Rome Owners' Loan 
Corporation.-The act of April 27, 1934, also authorized the Federal 
Reserve banks, with the a.pproval of the Secretary of the Tressury, 
to act ss depositaries, custodia.ns, and fiscal agents for the Home 
Owners' Loan Corporation • 

.. CT or .... sou e, 198' 

Direct obligations of the United States as security for Federal 
Reserve notes.-By the act of Much 6, 1934, the authority of the 
Federal Reserve Board, when it deems it in the public interest, to 
permit the use of direct obligations of the United States ss collateral 
security for Federal Reserve notes, which would otherwise have ex
pired on Ma.rch 3, 1934, was extended until March 3, 1935, or until 
the expiration of such additional period not exceeding 2 years as the 
President may prescribe • 

.. CT or .... r 18, 19M 

Robbery of member bank.-This act provided a penalty of fine or 
imprisonment, or both, for taking, by force and violence or by putting 
in fear, the property of a member bank or any bank organized under 
the laws of the United States and provided more severe penalties for 
sssaults in counection with such an offense. It also provided that 
whoever, in committing such an oifense or in endeavoring to escape 
from arrest for such an offense, kills any person or forces any person to 
accompany him unwi1ling1y, shal1 be punished by imprisonment for 
not less than 10 years or by death if the jury 80_ direct . 

. AC'r or lVIfB "1 J8CM 

Applicability of restrictions on real-estate loans to loans under the 
Rousing Act.-The act of June 27,1934, the National Housing Act, 
amended section 24 of the Federal Reserve Aeho as to provide that 
a loan made by a national bank which is secured by real estate and 
insured under the provisions of title II of the National Housing Act 
shal1 not be subject to the restriction of that section as to the amount 
of the loan in relation to the actual value of the real estate or to the 
limitation of 5 years upon the term of a real-estate loan. It also 
provided that loans made to finance the construction of residential 
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or fa.rm buildings with maturities of not more than 6 months, whether 
or notJlecured by lien on real estate, are not to be considered loans 
secured by real estate within the meaning of section 24 of the Federal 
Reserve Act but that no national bank may invest in or be liable on 
any such loans in 'excess of 50 percent of its paid-in and unimpaired 
capital. 

Eligibility for rediscount of construction loans.-Notes representing 
loans made to finance the construction of residential or fa.rm buildings 
were made eligible by the act of June 27, 1934, for rediscount at 
Federal Reserve banks for member banks within the terms of the 
applicable provisions of the Federal Reserve Act relating to redis
counts, if accompanied by a valid and binding agreement to advance 
the full amount of the loan upon the completion of the building 
entered into by a person acceptable to the discounting Federal Reserve 
bank. 

Moneys of Federal Savings and Loan Insurance Corporation.
The {Lct provided for the deposit with Federal Reserve banks in certain 
instances of moneys of the Federal Savings and Loan Insurance 
Corporation not required for current operations. 

Act 01' .n1N111 6, 1934 

, 

Securities Exchange Act of 1934.-This act, enacted June 6, 1934, 
in addition to its other provisions for the re.,"'Ulation of national 
securities exchanges, placed certain regulatory powers in the Federal 
Reserve Board. Section 7 directed the Federal Reserve Board, for 
the purpose of preventing the excessive use of credit for the purchase' 
or carrying of securities, to regulate the amount of credit that may be 
extended or maintained by brokers, dealers, and members of national 
securities exchanges, on any security (other than an "exempted secu
rity '') registered on a national securities exchange. Members, brokers, 
and dealers are forbidden by the law to extend or maintain credit with
out collateral or on collateral other than registered or exempted se
curities except in accordance with the rules or regulations which the 
Board may prescribe to permit such extension or maintenance of credit 
in certain cases; and they may not borrow on registered, nonexempted 
securities in the ordinary course of business except (1) from a member 
bank, (2) from a nonmember bank which has filed with the Board a 
specified agreement, or (3) in accordance with such rules or regula
tions as the Board may prescribe to permit loans between members, 
brokers, and dealers, or to meet emergencies. The agreement speci
fied for nonmember banks from which members, brokers, or dealers 
may borrow, must be an undertaking to comply with all provisions of 
the Securities Exchange Act of 1934, the Federal Reserve Act, and the 
Banking Act of 1933, which are applicable to member banks and 
relate to the use of credit to finance transactions in securities, and with 
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rules or regulations prescribed pursuant to such provisions. The act 
also authorized the Board to regulate the extension or maintenance of 
credit by persons other than members, brokers or dealers, when such 
credit is for the purpose of purchasing or carrying registered securities .. 

ACT OF lUNE 16, 1934 

Insurance of bank deposits.-Section 12B of the Federal Reserve 
Act was amended by the act of June 16, 1934, so as to extend for a 
period of 1 year after June 30, 1934, the temporary plan for insur
ance of bank deposits and so as to increase from $2,500 to $5,000 the 
amount of the deposits of any depositor in one bank which are insured 
under the temporary plan (except deposits of mutual savings banks in 
certain circumstances). The act also contained certain other mis
cellaneous amendments to section 12B of the Federal Reserve Act 
with regard to the insurance of bank deposits. 

Capital requirements for membership in the Federal Reserve 
System.-The Federal Reserve Act was amended by this act so as to 
provide that for the purposes of membership of a State bank applying 
for membership in the Federal Reserve System, the terms "capital" 
and "capital stock" shall include the amount of outstanding capital 
notes and debentures legally issued by the applying bank and pur
chased by the Reconstruction Finance Corporation. 

Stock ownership by directors of member banks.-This act also 
repealed the provisions of the Banking Act of 1933 relating to stock 
ownership by directors, trustees, or members of similar governing 
bodies of member banks of the Federal Reserve System. The law 
on this subject with respect to member banks, therefore, is now the 
same as existed prior to the enactment of the Banking Act of 1933. 

Industrial advances by Federal Reserve banks.-The act of June 
19,1934, added to the Federal Reserve Act a new section, known as 
section 13b, under which in exceptional circumstances and pursuant 
to authority granted by the Federal Reserve Board, a Federal Reserve 
bank may on a reasonable and sound basis make loans to or purchase 
obligations of an established industrial or commercial business which 
is unable to obtain requisite financial assistance from the usual 
sources, for the purpose of providing such ~ess with working 
capital, and may make commitments with respect to such loans or 
purchases, subject to a limitation of 5 years upon the maturity of 
any such obligation or commitment. Federal Reserve banks were 
also authorized by this act to acquire such working capital obligations 
of such businesses from banks or financing institutions by discount 
or purchase, to make loans on the security of such obfigations, and to 
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make commitments with respect to such discounts, purchases, or 
loans. Under the law each such financing institution must obligate 
itself to the Federal Reserve bank for at least 20 percent of any loss 
which may be sustained upon any such obligation or, in lieu thereof, 

. furnish at least 20 percent of the working capital advanced to such 
established industrial or commercial business. 

The law established in each Federal Reserve district an industrial 
advisory committee consisting of not less than 3 nor more than 5 
members actively engaged in some industrial pursuit and appointed 
by the Federal Reserve bank subject to the approval of the Federal 
Reserve Board; and each application for a loan, advance, purchase, 
discount, or commitment under authority of section 13b must be 
submitted to the appropriate committee which after consideration 
of the application transmits it to the Federal Reserve bank with its 
recommendation. 

In order to enable the Federal Reserve banks to make the industrial 
advancllS described, the Secretary of the Treasury was authorized by 
the law to pay to each Federal Reserve bank a sum equal to not in 
excess of the par value of its holdings of stock in the Federal Deposit 
Insurance Corporation, upon agreement by the Federal Reserve bank 
to hold such stock unencumbered and to pay to the United States all 
proceeds thereof. In addition, each Federal Reserve bank is required 
to agree that if the proceeds of such stock in any calendar year. do 
not aggregate 2 percent of the total payment made to it by the Sec-.. 
. retary, it will pay to the United States such further amount, if any, 
up to 2 percent of su;:h total payment as shall be covered by the 
net earnings of the bank for the year derived from the use' of the 
sum so paid by the Secretary. 

The aggregate amount of discounts, purchases, loans, advances, 
and commitments of the Federal Reserve banks outstanding under 
the authority of section 13b of the Federal Reserve Act at anyone 
time shall not exceed the surplus of the banks as of July 1, 1934, plus 
all amounts paid to the banks by the Secretary. of the Treasury as 
above described. 

This act also. amended the ReconstructiQn Finance Corporation 
Act so as to authorize the corporation, in certain circumstances and 
subject to certain limitations, to make loans to industrial or com
mercial businesses, either directly or in cooperation with banks or 
other lending institutions or by the purchase of participations. 

Liabilities of national banks.-The act of June 19, 1934, excepted 
liabilities incurred under the provisions of section l3b of the Federal 
Reserve Act from the limitation of section 5202 of the Revised 
Statutes of the United States upon the aggregate liabilities of a 
national bank, in addition to the other exceptions therein provided. 
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Criminal provisions.-The act of June 19, 1934, also provided 
criminal penalties for material false statements or overvaluation of 
security in connection with the grant of credit accommodations by 
Federal Reserve banks, for embezzlement or misapplication of funds 
of a Federal Reserve bank or false entries or issuance of obligatioDS 
without authority by any person connected with a Federal Reserve 
bank, and for giving or receiving of undisclosed fees, commissions, 
bonuses, or things of value for procuring or endeavoring to procure 
from a Federal Reserve bank any credit accommodation either 
directly from such Federal Reserve bank or indirectly through any : 
financing institution. ProvisioDS of certain SectiODS of the Criminal . 
Code of the United States with reference to activities of membel'8 of 
Congress and ofliC8l'8 of the United States in connection with con-

, tracts with the Government of the United States were extended 
insofar as applicable to apply to contracts or agreements with any 
Federal Reserve bank. 

Building for Federal Reserve Boa.rd.-The act of June 19, 1934, also 
authorized the Federal Reserve Board to acquire a building, or a 
site and to CODStruct thereon a building, for the purpose of pro
viding suitable and adequate quarters in the District of Columbia 
for the performance of its functioDS. 

ADDITIONS TO AND CHANGES IN THE FEDERAL RESERVE BOARD'S 
REGULATIONS 

In accordance with the provisioDS of the Securities Exchange Act 
of 1934, the Federal Reserve Board issued its Regulation T with 
regard to the extension and maintenance of credit by brokers, dealers, 
and members of national securities exchanges. This regulation 
became effective October 1, 1934, but in order that persODS aJfected 
by it. might have additional time &fter that date within which to 
familiarize themselves with its provisioDS, the Securities and Exchange 
Commission exempted, until midnight of October 14, 1934, from the 
operation of certain provisioDS of the statute and rsgulatiODS issued 
thereunder, all securities except those as to which the Commission 
had refused to gra.nt regisp'ation. 

The act of June 19, 1934, authorizing Federal Reserve banks to 
grant credit accommodatioDS for the purpose of providing working 
capital for established industrial or commercial busineeses provided 
that all such OperatioDS of the Federal RtII/l(Ve banks ehould be 
subject to such regulations as the Federal Reserve Board might 
prescribe; and accordingly, the Federal Reserve Board issued its 
Regulation S with reference to this subject on June 26, 1934, and it 
became eIJective immediately. 

The Board's Regulation Q with reference to the payment of deposits 
Itnd interest thereon by member banks of the Federal Reserve System I 
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was amended in several particulars, but the amendments, while 
approved in December 1934, were adopted to become effective 
February I, 1935. The principal amendment was a reduction in 
the maximum rate of interest which may be paid by member banks 
on time and savingS deposits from 3 percent per annum compounded 
semiannually to 2* percent per annum, compounded quarterly. 

EXTENSION OF THE PERIOD DURING WHICH FEDERAL .. RESERVE 
BANKS MAY MAKE ADVANCES TO MEMBER BANKS IN EXCEPTIONAL 
CIBCUMSTANCES 

Section 10 (b) of the Federal Reserve Act, as amended by the act 
of March 9, 1933, authorizes advances by Federal Reserve banks 
in exceptional and exigent circumstances to individual member banks 
which are without sufficient eligible arid acceptable assets to enable 
them to obtain adequate credit accommodations through other meth
ods provided by law, but it is provided that no such advances may 

. be mmle after March 3, 1934, or after the expiration of such addi
tional period not exceeding 1 year as the President may prescribe. 
By proclamation under date of February 16, 1934, the President pre
scribed an additional period of 1 year after March 3, 1934, during 
which advances might be made by any Federal Reserve bank under 
the provisions of said section 10 (b). 

CREDIT AGREEMENTS WITH FOREIGN CENTRAL BANKS 

The aggregate participation of the Federal Reserve banks in the two 
credits extended, with the approval of the Federal Reserve Board, to 
the National Bank of Hungary in 1931 by the Federal Reserve Bank 
of New York, in association with the other Federal Reserve banks and 
other foreign central banks, was reduced during 1934 from $3,560,000 
to .$3,140,000. These two credits, which took the form of purchases 
of prime commercial bills guaranteed by the National Bank of Hun
gary, had been consolidated in 1933 in an agreement that provided 
for scheduled reductions over a period of 3 years. The demand 
deposit of $10,000,000 placed by the Federal Reserve banks, upon the 
approval of the Fet!-eral Reserve Board, with the Bank for Interna
tional Settlements in 1931 for the purchase from time to time of bills 
guaranteed by that bank, which had been reduced to $2,920,000 by 
the beginning of 1934, was further reduced to $530,000 during the 
year. The total of the demand deposit and of bills purchased under 
the agreement, which had amounted to $4,220,000 at the be.,ainning 
of the year, was reduced to $2,530,000. 

On November 2, at the time gold was being shipped from Belgium 
to the United States, the Federal Reserve Board approved the exten
sion of credits to the National Bank of Belgium by the Federal 



54 ANNUAL ,REPOl!.T OF THE FEDERAL l!.ESERVE JlolRD 

Reserve Bank of New York, in association with the other Federal 
Reserve banks, for amounts up to $25,000,000 in the form of advances 
secured by gold. Advances made under this agreement were entirely 
liquidated by the end (\f November, when the shipment of gold from 
Belgium to this country ceased. On November 28 the Federal' 
Reserve Board also approved the extension of similar credits to the 
Bank for International Settlements by the Federal Reserve Bank of 
New YOl'k, in association with the other Federal Reserve banks, for 
amounts up to $50,000,000 in the form of advances secured by gold. 
No utilization was made of this credit during the year. 

BANK EXAJaNAftONB 

Under the provisions of the Federal Reserve Act Stq.te member 
banks are subject to examinations made by direction of the Federal 
Reserve Board or of the Federal Reserve banks by examiners selected 
or approved by the Federal Reserve Board. The examinations of 
Sta.te member banks made under the provisions of the Federal Reservt,l 
Act a.re ma.de by examiners for the various Federal Reserve banks, , 
'whose a.ppointmenta are approved by the' Federal Reserve Board i 

and who work under tho direction of the Federal Reserve agenta. 
The policy approved by the Federal Reserve Board provides tha.t a.t 
leBSt one regular examination of each State member bank, including 
ita trust dep~ent, be made during each calendar year by examiners 
for the Federal Reserve banks, either independently or jointly with 
State banking authorities. 

In order to avoid, duplication of examinations and minimize any 
inconvenience to the banks examined, most of the examina.tions of 
State member banks made by examiners for the Federal Reserve 
banks were joint examinations ma.de in cooperation with the State 
banking authorities.' 

In connection with the consideration of applications of holding 
company aflllia.tes for voting permita, arrangementa were completed, 
wherever practicable, to have the various banks controlled by the , 
same holding company affiliate examined as nearly as practicable as 
of the same date in order that a comprehensive picture of the entire ' 
group might be obtained and informa.tion concerning various relation
ships within the group be developed. Such ammgements were 
worked out in cooperation with the chief ~onal bank exa.miners 
in the various districta and the State banking a.uthorities, the national 
banks being examined by the national bank: examiners and the Sta.te 
bn.nks by the Stn.te authorities and examiners for the Federal 
Reserve banks. 

During 1934 a conference was held in Washington of the Assistant 
Federal Reserve agents in charge of examinations for the Federal ~ 
Reserve banks, the chief examiners and the trust examiners fOl' the' 
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Federo.l Reserve banks, and representatives of the Federal Reserve 
Board. The conference WIIS ca.lled at the request of the Federal 
Reserve Board in order that those in charge of the examination work 
for the Federal Reserve banks and the representatives of the Board 
in WlIShington migilt consider together the questions involved in the 
examination of the State member banks and that the examination 
activities of the various Federal Reserve banks might be further coor
dinated and a more uniform procedure developed. 

One of the important features of the examinations of the State 
member banks during the year 1934 was the development of more 
complete examinations of the trust departments. In accordance with 
the procedure approved by the Federal Reserve Board in the latter 
part of 1933, each of the Feder_al Reserve agents made arrangements 
to add to his sta.ff one or more examiners especia.lly qualified for 
the examination of trust departments: In the examinations of the 
trust departments of the State member banks particular emphasis has 
been laid upon policies and practices of the banks in the investment of 
trust funds. 

As origina.lly enacted, section 12B of the Federai Reierve Act 
provided that every member bank should take a.ll necessary steps to 
become It class A stockholder of the Federal Deposit Insurance Cor
poration on or before July 1, 1934, and that, upon receipt of an appli
cation from a State member bank for such stock, the Corporation 
should request the Federal Reserve Board to certify upon the basis 
of a thorough examination of such bank whether or not the assets of 
the bank were adequate to -enable it to meet a.ll of its liabilities to 
depositors and other creditors' as shown by the books of the bank. .A 
progra.m of examinations of the State member banks was therefore 
developed by the Federal Reserve Board and the Federal Reserve 
agents to serve as the basis for the required certifications to the Federal 
Deposit Insurance Corporation. FoIfowing the postponement to 
July 1, 1935, of the effective date of the inauguration of the permanent 
plan for insurance of deposits, another program of examinations for 
State member banks was inaugurated in order that the required 
certifications might be based on current reports of examination. 

The Board's Division of Examinations conducted one examination 
of each Federal Reserve bank during the year. 

The head office of the only banking cOllporation now in operation 
organized to engage in foreign and international banking business, 
under the provisions of section 25 (a) of the Federal Reserve Act, 
genera.lly referred to as the Edge Act, was examined during the year. 

The Board's Division of Examinations also made an examination 
of a corporation principally engaged in international or foreign bank
ing whose stock a national bank sought permission to acquire and 
hold under the provisions of section 25 of the Federal Reserve Act. 

l29288-*--Il 
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TRUST POWERS OF NATIONAL BANKS 

The Boa.rd in 1934 approved 70 original and 6 supplementary 
applications by national banks for permission to exercise fiduciary 
powers under the provisions of section 11 (k) of the Federal Reserve 
Act. On December 31, 1934, 1,945 national banks were holding 
permits to act in fiduciary capacities. During the yea.r 1934, 12 
national banks surrendered their rights to exercise trust powers under ' 
the provisions of section 11 (k) of the Federal Reserve Act. I 

In addition to granting trust powers to member banks as stated I 
above, the Boa.rd also gave consideration to a considerable number of 
applications for trust powers where the condition of the bank, the ' 
cha.racter of the management, the need for fiduciary powers or other ' 
related matters were such that the grant of unrestricted trust powers I 
did not appea.r to be warranted. The disPosition of such applications I 
varied according to the facts and circumstances in each case. Certain 
applications were denied; others were approved in restricted form to 
permit the applicant bank to acquire certain accounts but not to 
acquire 'Other fiduciary business of the ea.me character; while in 
other cases action by the Board was deferred pending an examination 
of the applicant bank, the strengthening of its capital structure, or 
action in connection with changes or corrections in the lISSet condition 
of the bank, its management, or other pertinent factors. In a number 
of instances where applications had been originally denied or deferred 
or where restricted powers ouly had been granted, the Boa.rd sub- i 
sequently reconsidered the application, and, on the basis of a proper : 
showing as to matters afi'ecting its former action, and such additional I 

information as may have been submitted, authorized the applicant i 

bank to exercise either restricted or unrestricted trust powers, as 
circumstances warranted. 

A list of national banks holding permits to exercise trust powers 
on December 31, 1934, is printed on pages 236-255. 

DEDUCTIONS IN CAPITAL STOCK 0., MEMBER BANKS 

During the yea.r 1934 the Board acted upon applications of 558 
national banks for permission to reduce the amount of their capital 
stock, and 557 of the applications were approved. The Boa.rd also 
approved the applications of 16 State member banks which were 
subject to a condition of membership requirU14 the Board'. approval 
of reductions in their capital stock. In practically all cases of both 
national and State member banks, the reductions were in connection 
with the issuance of preferred stock or capital notes or debentures, 
the funds released through the reduction of common stock being 
used to provide for the elimination of losses and other undesirable 
assets. 
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ADlIIIN:ISTIlATION OF SECTIONS 8 AND 806. OF THE CLAYTON ANTITRUST 

, ACT 

The Clayton Antitrust Act under certain circumstances prohibits 
directors, officers, or employees of banks, banking associations, or 
trust companies organized or operating under the laws of the United 
States from serving other banking institutions and also prohibits 
such persons from serving nonbanking organizations which make 
loans secured by stock or bond collateral. The Federal Reserve 
Board is authorized subject to certain conditions and limitations to 
grant permits covering the relationships between banking institu
tions which, without such permits, would be prohibited by the act. 
During the year 1934 the Board acted upon approximately 2,270 
applications for such permits; and at the close of the year 263 applica
tions were pending before the Board. . 

A majority of the applications subInitted were made necessary by 
the provisions of section SA of the act, which was added by the 
Banking Act of 1933 and became effective January 1, 1934. Under 
the provisions of such section many relationships wIDch heretofore 
were not subject to the provisions of the Clayton Act because of the 
small size or relative location of the banks involved became subject 
to the provisions of the act. 

ADMINISTRATION OF SECTION 82 OF THE BANKING ACT OF 1938 

Section 32 of the Banking Act of 1933, which became effective 
January 1, 1934, makes it unlawful for an officer or director of a 
member bank to be an .officer, director, or manager of an organization 
engaged primarily in the business of purchasing, selling, or negotiating 
securities, and prohibits correspondent relationships between such 
organizations and member banks, except when authorized by a permit 
therefor issued by the Federal Reserve Board; and the Board is 
authorized to issue such permit if in its judgment it is not incom
patible with the public interest and to revoke such perInit if the 
public interest requires. 

The Board believes that it was the intent of the Congress in enacting 
the provision regarding officers and directors of member banks to 
terIninate relationships of certain kinds between member banks and 
dealers in securities, apparently because the Congress believed that 
such relationships Inight tend to influence the banks' credit and 
investment policies and their advice to their correspondent banks and 
other customers respecting investments in a manner which the 
Congress deemed to be incompatible with the public interest. Accord
ingly, the Board believes that it may not properly issue permits author
izing relationships which are actually of II kind referred to in the 
section, since to do so would nullify its provisions; and that its 
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authority to issue permits should be exercised only in exceptional cues, 
such lIS those which come within the literal terms of the section but 
which do not involve relationships of a kind which are actuaJIy with. 
in its intendment. 

During the year 1934, 388 applications of individuate under the . 
provisions of section 32 were filed with the Board. Of this number, 
117 were denicd, 32 were granted for the period ending June 16, 1934, 
7 were granted without limitation as to time, and in 133 eases the 
Board concluded that the provisions of section 32 were not applicable. 
In a number of instances consideration of the application WIIS rendered 
unnecessary by a change in circumstances occurring after the filing of 
the application. The Board also considered the applicability of sec
tion 32 in a number of other ClISes in which no formal applications 
were filed. 

The Board interpreted the provisions dealing with correspondent 
relationships as referring to relationships involving the underwriting 
and distribution of securities. However, since member banks are 
authorized under other provisions of the law to underwrite and deal in 
United States Government obligations, municipal bonds, and certain 
other specified types of securities, the Board decided that it might 
properly issue permits authorizing correspondent relationships in· 
volving securities of those types, and later it issued a blanket permit 
authorizing such relationships. 

AFFILIATES oJ' MEMBER BANKB 

Reports on a1llliates of member banks.-The Banking Act of 1933 
amended the Federal Reserve Act so as to'provide that member 
banks should obtain such reports from each of their afIiliates as would 
fully disclose the relations between such organizations and the member 
banks. For the purpose of such reports the term "affiliates" includes 
both" affiliates" and "holding company afIiliates II as defined by the 
act. 

The term "a.ffilia.te ", as defined in the act, includes any corpora
tion, business trust, association or similar organization, of. which 8 

member bank owns or controls a majority of the voting shares or more 
than 50 percent of the number of shares voted at the preceding election 
of directors or controls in any other manner the election of a majority 
of its directors; of which control is held by shareholders of a member 
bank who own or control a majority of the shlllwl.of such bank or more 
than 50 percent of the number of shares voted at the preceding elec
tion of directors or by trustees for the benefit of the shareholders of a 
member bank; or of which a majority of the directors are directors of 
a member bank. 

The term "holding company a.ffilia.te" includes any corporation, 
business trust, association or similar organization which owns or 
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controls a majority of the shares of stock of a member bank or' more 
than 50 percent of the number of shares voted at the preceding election 
of directors; which controls in any manner the election of a majority 
of the directors of a member bank; or for the benefit of whose share
holders substantially all of the stock of a member bank is held by 
trustees. 

Each State member bank is required to furnish to the Federal 
Reserve bank of its district and to the Federal Reserve Board not 
less than three reports of its affiJiates each year on dates identica.l with 
its own condition report. It is required that reports of affiliates be 
published by the bank under the same conditions as govern,its own 
condition reports, and a penalty is prescribed for failure to obtain 
and furnish 'any such report. National banks are required to make 
similar reports to the Comptroller of the Currency. 

Number of afIiliations.-In response to the call by the Federal 
Reserve Board and the Comptroller of the Currency for reports as 
of December 31, 1934, 1,142 national banks and 295 State member 
bank's reported affiliates. These affiliates numbered. 2,314, of which 
281 were nonmember banks, 227 were safe-deposit or bank-building 
companies, 124 were foreign organizations, and the remaining were 
classified as mainly in the fields of finance and investment and real 
estate. Among the affiliates comprehended by the statutory defini
tion are factories, stores, churches, colleges, newspapers, steamship 
companies, cemeteries, hotels, and labor unions. A large number of 
these are in the affiliate relationship accidentally, and not as the result 
of any purpose of establishing such relationships. In many cases the 
affiliation is due to the fact that the bank has had to realize on collat
eral pledged to secure loans, or holds certain property as trustee of 
an estate, or has been helped out of difficulties of its own by the owners 
of other businesses. About one-sixth of the affiliates grow out of the 
liquidation of bad assets of member banks. 

Form of control.,-About one-fourth of the affiliates reported were 
owned by stockholders of the member banks reporting them as 
affiliates, while a little 6ver one-third were owned directly by member 
banks .. The affiliates' reports that have been submitted by member 
banks indicate that there were 170 holding-company affiliates of active 
member banks. Twenty-two national banks and 14 State member 
banks were reported as being holding-company affiliates of other 
member banks. 'There were 60 holding-company affiliates which were 
primarily bank holding companies. 

Applications for voting permits by holding-company affiliates.
Under the provisions of the Banking Act of 1933 shares of a member 
bank which are controlled by a holding-company affiliate of the bank 
may not be voted unless the holding-company affiliate shall have 
first obtained a voting permit from the Federal Reserve Board, 
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which permit is in force at the time such shares are voted. In acting 
upon an application for a voting permit the Board is required to con
sider the financial condition of the applicant, the general character 
of its management, and the probable effect, of the granting of the 
permit upon the affairs of the bank, and may grant or withhold a per-. , 
mit as the public interest may require; but may not grant such a 
permit except upon certain conditions specified in the law. 

During the year 1934 the Federal Reserve Board acted upon the 
applications for voting permits submitted in accordance with this 
provision of the law and authorized the issuance of permits as follows: 
For general purposes, 12; for miscellaneous purposes only, such &8 

issuance of preferred stock, reduction of common stock, etc., 89; for 
the election of directors for the year 1934 and the transaction of 
routine matters only, 37; for the election of directors for the year 
1934, the transaction of routine matters, and for,other miseella.neous 
purposes, 67; for the election of directors for the year 1935 and the 
transaction of routine matters only, 82; for the election of directors 
for the year 1935, the transaction of routine matters,' and for other 
miscella.neous purposes, 29. 

As stated previously, during the year 1934 the Board authorized 
the issuance of 12 general voting permits. Consideration is being 
given to the issuance of general voting permits in all remaining cases 
where satisfactory information is available through examination 
reports, or otherwise, with respect to financial condition, management, 
and the effect of the relationship upon member banks in the various 
groups. 

PJUVATB BANltS 

Section 21 of the Banking Act of 1933 made it unlawful, after June 
16, 1934, for any person, firm, corporation, association, business 
trust, or other similar organization engaged in the business of issu
ing, underwriting, selling, or distributing securities to engage at the 
same time in the business of receiving deposits. In view of this 
provision some of the well-known private bankers have elected to 
continue in the securities business, and others have elected to con
tinue in the banking business. Those that chose to continue as 
banks were subject to the requirement that after June 16, 1934, 
every "person, firm, corporation, association, business trust, or other 
similar organization, other than a financ~ institution or private 
banker subject to examination and regulation"1fttder State or Federal 
law" engaged "to any extent whatever in the business of receiving 
deposits subject to eheek or to repayment upon presentation of a 
passbook, certificate of deposit, or other evidence of debt, or upon 
request of the depositor" must submit to periodic examination by 
either the Comptroller of the Currency or a Federal Reserve bank, 
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and submit and publish condition reports under the same conditions 
as national banks. 

Under this requirement of law 140 private bankers had agreed to 
such examination and had submitted condition reports to the Comp
troller of the Currency as of December 31, 1934. Of the 140 private 
bankers, 96 had agreed to submit to examination by Federal Reserve 
banks and 92 such banks were examined during the year. A few 
banks had agreed so late in the year to submit to examination that it 
was not practicable to make the examinations before January I, 
1935. Two private banks had agreed to submit to examination by 
Federal Reserve banks but had refused to agree to pay the costs of 
the examinations, for which no provision had been specifically made 
in the law .. 

The table below shows the number and deposits of private banks 
at the end of ;rune 1933 and December 1934. For June 1933 the fig
ures represent private banks under State supervision and private 
banks which, in' response to the request of the Comptroller of the 
Currency, submitted condition reports (on a voluntary basis) directly 
to the Comptroller. 

Stata 

NUMBER AND DEPOSITS OJ' PRIVA'l'E BANKS 

(Del1051ts In thousandB ot dollars] 

lune 1033 December 1934 

Under State Not ODder State Under Btate Not under State 
lUJ)erVision auparv1s.iOD I SUpervJsiOD I supe.rvJs1oD I 

Num.- De~ Num- Depos. Num- Depos- Num- Depos.. 
bar ita her Us bar its bar its 

----''---------1----------------
Alabam8 __ •• __ .. ______ .. _______________ • ________ .. _____________ ... ___ ... _____ .. ____ .. __ ..... 1 38 
Ark8DB89 ___________________________________ • ________________ • __ .. __ • _________ ... ____ 8 :U1 
OOnnecClcut .. ___________________ ,!Ii 2, 336 ____ ,,___ _________ 4. 62D ________ • ______ _ 
Florlda ______________ .. ________ ~~ _ _____________________________________ ._ •• _____ .. _.__ 4 9Uli 

~;;;~~~~~~~~~~~~~~~~~~~~~~~ ::::~~: :::~;:: ::::~: ::~;: :::::~: ::~~: :::::;: :::~; 
M8S!l8ahl1l8tta. _____________________ .. ____ • ________________ .. ________________ ._.____ 1 41 
M"'''_-••.• _ .••..•••..•••.•..••••. , ..•..•... _ ,. 1 ...... _ •••• ___ ••• _.__ .. S. m 
Mlssourl________________________ 1 20 ___________ ... __ .. _ 1 18 ____ .. _____ ._._ .... 
New Je.raeJ'._____________________ " 1,667 __ .. _________ .____ S 10 ____ .. ___ • ___ ._ .. _ 

~~o..:~~:~::::::::::::::::::::: ~ t ~ :::::::: ::::::::: 18 27~ 418 2 Zl.491 

i:~6::lrnL::::::::::::::::: __ .. _~ _____ ~. ::::::: ::::::::: ~ ar:$ =~~~: ~~:i;~ 
~ ____________________ .... __ ._ -_ .. _____ _________ 1. 2.803 ___ .. _______ .. _____ 31 16,174 

T.taL_ ••• _. __ •••• _. __ •• _.. lJ!O...... .. ".,. 101 .... 829 1<. ~ 
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It will be noted that between June 1933 and Deeember 1934 the 
number of reporting private banks increased from 184 to 241, prin
cipally in the States of Georgia, Miehlgan, Texas, and Pennsylvania, 
the inerease representing in the ease of the first three States private 
banks not under State supervision and in the ease of Pennsylvania 
private banks that have beeome subject to State supervision. Dur
ing the same period total deposits of reporting private banks inereased 
from $33,000,000 to $395,000,000, the increase representing princi
pally deposits of private banks in New York and Pennsylvania now 
operating under State supervision but which had not submitted 
reports as of June 1933. 

lIlEETINGS OP PEDERAL OPEN MARKET COMMITTEE 

In accordance with the provisions of the first pa.ragraph of section 
12A of the Federal Reserve Act, four meetings of the Federal Open 
Market Committee were held in Washington during 1934. These 
meetings were held on March 5, June 26, September 2'1, and December 
17, 1934. The executive committee of the Federal Open Market 
Committee met from time to time throughout the year as occasion 
required. 

MEETINGS OP FEDERAL ADVISORY COUNCIL 

Four meetings of the Federal Advisory Council were held in Wash
ington during 1934 on the following dates: February 20, May 14-15, 
September 17-18, and November 19-20. Other material relating to 
the Federal Advisory Council appears in the appendix. 

ORGANIZATION, STAFF, AND EXPENDITURES 

On January 1, 1934, Henry Morgenthau, Jr., of New York, suc
ceeded William H. Woodin, of New York, as Secretary of the Treasury 
and as ex-oflicio chairman of the Federal Reserve Board. Mr. Woodin 
became Secretary of the Treasury on March 4,1933. 

The resignation tendered by Eugene R. Black, of Georgia, as mem
ber and Governor of the Federal Reserve Board was accepted as of 
August 15, 1934, and on August 16, 1934, he resumed his duties as 
governor of the Federal Reserve Bank of Atlanta, where he remained 
until his death on December 19, 1934. Mr. Black became Governor 
of the Board on May 19, 1933. 

Effective November 15, 1934, Marriner S. Eccles, of Utah, was 
appointed a member of the Federal Reeerve :Board for the unexpired 
portion of the term ending August 9, 1938, and was designated as 
Governor of the Board, succeeding Mr. Black. 

On August 21, 1934, J. J. Thomas, of Nebraska, who had been a 
member of the Federal Reserve Board since June 14, 1933, was desig
nated Vice Governor. 
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On August 9, 1934, the term of Adolph C. Miller, of the District of 
Columbia, as a member of the Federal Reserve Board expired, and on 
August 21, 1934, Mr. Miller was reappointed a member of the Board 
for a 12-year term beginning August 10, 1934. 

Effective at the close of business on October 30, 1934, H. Warner 
Martin resigned as assistant to the Governor of the Federal Reserve 
Board. Mr. Martin had served in that position since August 16, 1933. 
Effective December 1, 1934, the Board appointed Lawrence Clayton 
as assistant to the Governor to succeed Mr. Martin. 

On November 24,1934, the Board created a new division within its 
organization known as the Division of Security Loans, with Carl E. 
Parry, formerly assistant director of the Board's Division of Research 
and Statistics, as chief of the new division. On the same date Lauch
lin Currie and Woodlief Thomas were appointed by the Board as as
sistant directors of the Division of Research and Statistics. 

Joseph T. Owens was appointed assistant counsel to the Federal 
Reserve Board, effective April 9, 1934. Gray Williams was appointed 
assistant counsel to the Federal Reserve Board, effective April 11, 
1934': Mr. Williams resigned effective at the close of business on 
August 25, 1934. H. Lee Boatwright, Jr., who was appointed assist
ant counsel to the Federal Reserve Board, effective May 3, 1933, 
resigned at the close of business on December 31, 1934. John C. 
Baumann was appointed assistant couns,el to the Federal Reserve 
Board, effective December 31, 1934. 

The total cost of conducting the work of the Board during the 
year 1934 was approximately $1,266,931. Two assessments were 
levied against the Federal Reserve ba.nke aggregating $1,372,021.74, 
or somewhat less than one-half of 1 percent of their average paid-in 
capital and surplus for the year. Under an arrangement with the 
Federal Reserve Bank of Cleveland the accounts of the Board were 
audited four times during the course of the year 1934 by the auditor 
of the Federal Reserve Bank of Cleveland and certified by him to 
be correct. 
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RESERVE BANK CREDIT AND RELATED ITEMS 
No. 1.-RESERVE BAN][ CREDIT AND RELATED ITEMS, ANNUAL AVERAGES, 

1918-34 

Year 

1918... _______ 
1919._ .. _______ 
1920 __ .. _______ 
1921.. .... _ .... ____ 
1922 _________ 
1923 ____ ':. _____ 
11124 ________ 
1926 __________ 

1926 __________ 
1927 __________ 
un8 ... _______ 
192Il __________ 

1930_. ______ 
lWI __ • ___ • ___ 
1932 __________ 

1933 __ • __ ._ •• 
193«_ .. ____ .... _ 

(A_o!da!lyOguN. In_o!dollarllj 

-..banlt<ndltOU ..... diDg ....... ....... 
Other 

Bills 
db-

count-
eel'. 

I. 1M 
1 .... 
,,523 
1.707 

m 
73. 
873 
<DO 

1172 ... ... ... 
272 
3'11 

'" 283 .. 

ury Mem· :;t Mane- and Mon- her Non- Feel· 
U.S. Other tarY nation- .yln bank and .... memo . ... 
Gov- R .. posits bar R .. 

BUIs oro· serv. gold ai circu- ........ with d .. serve 
bougbt mont bank Total stock' bank IaUon' bal· F.R. poeits' ... 

.......t. ered· cur- an ... 
b .... • coun'" 

IiaI it· ... ",' 

---------- ----------
287 1M 168 1.723 2,,,,i 1.887 f,371 1,497 8.' 108 .5 
.U 2M 141 2,'" ..... 1,716 '.720 1,719 ... 115 155 
.85 .U 158 3,300 '.582 1,695 6,191 1,8315 208 .7 280 ., 2M •• 2.198 '.004 1,768 '.663 1.671 ... 28 388 

150 ."" 41 1,226 3.615 1,871 ..... 1.781 268 80 286 
'm 188 56 1.= 8,774 1,991 4,636 1.873 2511 .'11 280 
172 ... •• 4.152 2,017 '.502 ".23 2110 '11 ... 
287 ,50 59 1.195 ..... 2,000 •• 582 2,167 ... 81 ... 
281 850 '5 1.258 4,165 1.085 4,6415 '.m ... 28 28f ... <J7 .. 1,176 '.277 '.000 ..... ..... ... 31 300 .28 207 •• 1,605 3,919 ,,008 4,496 2,356 ... 20 3'11 
241 208 .. 1,469 ..... 2,015 4,476 ..... 220 •• '76 

213 56f .. 1.087 4,173 ..... 4,itlS ".70 23. 28 808 
U, 050 83 1,274 4,417 ..... 4,672 .. 323 .. , 07 373 
n 1,461 .. ,,077 3,952 ..... 6,328 2,114 '115 56 ." 83 2,062 11 ..... 4.059 "271 6,676 2,343 ... '.7 '50 .. ..... I • 2,56' 7,612 2,381 .. <03 3,676 '.870 185 253 

gold, made during 1924, 1926, 1926, 1929, 1931, and 1934, heretofore included In "Other 
.. or shown separately. are now included in "B1l18 discounted." "Other Reaerve ernment overdrafts In 1918, 1919, and 1920. 

~O:;~I~:3!iJ=~!t=r~:t!:~~~~. ~~~U:~~ 

nit.ed States, including the currency of these kinds that I:s held in 
baoka as well 83 that" in clrculatioIl. 

In't?;~i:!~~~ ?:~!l~=~v!~~r:ol~~::er~~~=l(~f =!:~ ~a 
f« the Federal Reserve bankJ . 

• Item includes all deposits In J'ederal Re.!en8 bllIlkll ezoept Govvnment deposlta and member-bank 
naerve balances . 

• Tb18 item Ia derived from tbe oondltton statement 01 the Federal Reserve banks by adding capltal
d ~:t.re:r..~~ oontingmo1es, and "all other Uabilitie8'"and subtracting the sum of bank premtses an 

NOH.-By proclamatlon 01 the President dated at 3:10 p. m. Jan. 31, 1934, the weight of the gold dollar 
was reduced from 25lJt~ to 16~l grains. rune-tenths fina, Tho rQSuJtin~orease of $2,806,000,000 (as 

~~·~~~In::::.~n:=I·~=~v::c\:~~W'thR~t:==~ 
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10. I.-RESERVE BANK CREDIT A.~~3:'~4ATED ITEMS, MONTHLY AVEBAOEB, 

(Averages ot dally flgures. In mllUoD8 of do11anl 

Reserve bank credIt outstanding Tress- Tr .... Other 

U.S. 
ury Mem-

~ Non· Fed· Other Mon~ and Mon· her 

Month Bills Gov- Re- I8J'y ~~OD • eyln bank Bodde-
mem- "a1 

her Re-
dl .. Bills am· ,.,..a Total gold eiren- ...... va -""to de- suve conn .. bough t ment bank .tock I bank: IaUon I bal. with 
ed' ......,.. ered· cur· an ... F.R. poolto .... 

Ii .. it' .... "" . banks . counto 

-------------- -- ---------- --
1000 

fanWIrY._. ___ ,., 314 186 rII 1.35'1 '.9\l6 ,,022 ..... 2,84. 238 .. ,... 
l"ebruary ____ 378 ,.. 180 38 1.181 4,030 2,022 4,267 ,,30' .. , '11 '00 
~arch _____ ._ 

'11' ... ... 36 ~09' "'0'1 2,022 ..246 2.330 .... '11 .91 
tr.~~:::::::: 231 ..., 530 .. l,m2 "'58 ...... 4,231 ...,. ... 28 .OO 

"7 182 '29 38 ... • ,218 2,0" 4,210 ".58 ... .. 3 .. 
lune •• _______ 251 '" 571 37 1.000 4,241 ..... I.'" ,,392 ... '11 .95 
iuly __________ .,. 15< 583 10 1.003 .,245 2,0" 4,19& 2,417 23' •• ... 
lugust. ______ '11 153 ... 3. m '.209 ..... • ,189 ,,'92 238 28 ... 
Jeptembet. __ 18. 197 '.7 .. 1,016 4,216 2,"'" ..... 2,397 ... ,. ... 
)etoher. _____ , .. 186 602 37 1.020 .,Zl3 "027 .,214 "10'1 .. 0 '11 .92 
:olovember. __ 221 184 ... .. 1.033 .. ... "028 .... , 2,433 ... '0 '88 )ecember ___ 338 257 ... 84 '.273 ..... ,,027 ..... 2.416 ... '11 ... 

1931 
'anuatY. _____ 

253 ... 847 23 i,l29 4.336 .. ... '.108 2,f33 ... 28 .79 
~ebruary_~ __ 2'. 102 603 I' 00. 4,369 ..... 4,311 2,370 ... 25 '79 ¥larch _______ 17. 123 ... '8 92' 4,396 "026 ,,'03 ..... .. 8 .. '81 

~~::::::: '65 173 600 .. 95' ..... ..... ,,360 2,376 2M 27 ... 
163 .. I ... 20 926 4,480 "OZI ".92 "387 .. 0 28 38' unO _________ 
190 121 610 25 .. , 4,578 "022 ..... ..... 2113 3 • .80 uly __________ 
I" 7. 67. .. OM .,671 "OZI '.&lV ,,10'1 ... 63 370 

~ugusL----- 223 13' 71' .7 1.107 ..... 2,"" .. ... ,,84' ... '87 '67 
leptember ___ 28' ... 73 • •• 1,313 .. .. , "OZI ..... "33. 2M '99 .84 
)ctober ______ ... 892 733 I. .. ... • ,160 ..... 6, lin ..... ... 208 .. , 
olovember ___ ... 580 7'11 .. .. ... .,076 ..... .... , 2,118 280 17' 357 
)ecembel ____ 774 310 777 50 1 .... <"63 ..... , 6,324 ..... ... 111 358 

193. 
annary ______ 

828 221 7 .. .. 1 .... "'65 ..... 7 11,358 1.979 ... lIS 35. 
~ebruarY- ___ ... 1.1 ". .. 1,786 1.097 ..... 5,840 1.907 252 73 84. 
/larcb _______ m 105 809 .. 1.&2 ..... ..... . .... 1 .... 267 .7 849 

ra~I::::::::: 805 50 1,01. 23 1 .... ..... ,,06' a,IM ' .... '112 63 3M ... " 1.413 ,. I .... '.986 "060 .., .. "'38 27' 17 84. 
unS _________ ••• 50 1.691 20 .. ,.. 3 .... ,,058 11,243 ,,062 '111 65 ... uly _________ ... 60 1,818 21 .. ... ..... ..... ..... .. .... 27. .. m .ugust _______ 

'" .7 1.850 15 ,,'53 3,743 ,,0'17 6,4.32 ,,073 281 10 847 
.eptember ___ 387 84 1 .... I. .. ,.. ..... ,,130 5,.98 2,181 ... 35 847 
Ictober ______ 328 84 1,861 18 ,,"I 3,939 2,171 5,.56 "30'1 ,.. 38 ... 
lovember ___ 313 84 1.861 18 2.211 1.006 "'91 ..... 2,378 277 10 ... 
)eoember ____ 282 84 I .... 22 "192 ,,'12 .. ,.. 6.413 ..... 'JIf1 .. ... 

1933 
anU1U'Y ______ 2M 32 1.806 1. 2,110 '.256 ..... .. ... 2,618 303 .. .., 
~:,~:::: 307 102 ~~ I. "22' ..... ..... 11,805 .... , 31. 79 m ... 37 • -i' 3.137 3,974 ..... 0,711 1,914 ... 184 849 

f:~::::::::: ... 230 1.837 18 2,516 ',014 "302 .. 850 ..... .90 158 849 ... 86 ' .... I' ..... '."'" 2,301 ..... ,,'25 '71 173 '65 llD8 _________ 
250 12 ~ ... I. .. "'" ..030 .... , .. ... 2,211 ... , .. ... 

uly __________ 170 I. 2,016 '0 2,211 4,032 ..... ..... "268 847 '79 84. 
. ugust _______ 

'50 8 ..... 8 ..... I."" ,,280 .. 329 2,375 ... '86 84. 
eptember ___ "8 7 "202 12 ..... ..... "280 6,346 ..... .'" , .. 347 
ICf,Ober ______ 119 7 ..... II ..... .. ... 7 ,,'117 ..... ..... 333 163 35' 
fovember ___ 114 15 2,431 8 2,674 '.036 ,,'11. ... 91 ..... 84. '63 ... 
*"'mber ____ 117 101 ..... I. ..... .. .... ..... .. ... 2,611 857 , .. 368 

1931 
mU&rY ______ 101 113 ..... • .. ... '.OM ,,302 ..... ,,781 307 116 ... 
'ebruary ____ 70 ffI .... 2 8 ,,591 7,138 ...... 5," • ..... .... 8 136 ... 
:larch _______ 

55 10 "437 • ..... 7.602 ,,333 11,368 ,,26' ..... , .. ... 
1':::::::::: .. 18 ..... • "50'1 7.736 ".77 .. - ..... '.222 170 268 

3. • .. m • ,,179 7,760 .. 378 ..... ..... '.'" ... ... 
:1B8 ________ 

28 • ..... 7 .. ... 7,821 ..... ,,84' iF ..... ... 237 
lIly __ •• ___ •• 23 • .. ... • ..... 7.'" ..... ..... ..... ... ZIO 
ogust. •••••• ., • ..... • .. ... 7,971 ".78 ..... ."" .. "'. 206 228 
eplembv. __ .. • 2,431 10 ..... 7,g'71 2,411 "I'll a,IM1 .. ... '91 227 
etober _____ • 

12 • ,,<30 8 .... 7 7 .... ... 15 ,,173 ..... 3.011 177 ... 
rovember ._. 18 • 2,<30 12 ..... .... 7 ..... ..... ,,100 .. .,. 186 ... 
I8De1Dber_ •• 10 • "<30 .. ,,472 ,,191 ..... .. 677 ,,037 ,.120 181 ... 
(F .. 1oo __ IobIo" p. 67.) 

B4e.l: fLnua.-Bea AnnnaJ Reoort for 1033 (table 2). J'or reviled. ftIrnnB for moaetarY IIOId doak au4 



RESERVE BANK CREDIT 

No. 3.-RBBEBVB BANK: aBBDtT AND RZLATlilD ITliIIIS, WmllKLY AVERAGES, 
1933-34 

IA __ 01 daDy fIgaroa. In m1l1loDa 01 dolIar!Il 

Re8erve baDk aredlt outstaDdIDg Txoas· I~ Other ury Mon- Mem· Non_ Fed· 
U.8. ~~ and ey In 1>0<. and memo era! Weekendlng 

B'Ds Gov- Other nation- atr· bank de- bet Re-(Saturday)- dis- Bills ..... Re- gold •• ..... ",""ve poo.1I de- ...... 
ooon .. bought ment serve Total .IocI:' bank t!oD , bal· with """II' ac-

ed' """",. bank cur· ..... P.R. eoun .... crodlt· 1'"-' banks' ---------------- -- ----------
'''8 

Jan. 7. _______ ... 88 1,853 22 ,,188 4,231) ..... ..... ;613 1<12 <7 • •• Jan. 14. __ • .:._ Ol' .~ 1,829 17 "127 4.261 2,2P4 ~32' 2,663 800 .. B •• Jan.2t. ______ 251 .. 1,793 1. ..... ".71 ..... 6,'" ..... ... .. 86 • Jan. 28 _______ 287 11 1,770 II ..... .... 7 ..... 6,838 ,,<87 am 7< 8M 
Feb.f _____ ... at 1,763 • 2,07' ..... .. ... 6,377 ..... 31. 09 8M Feb. 11. _____ ... ., 1,77' 18 ,,07 • ..... ..... 6,4" ~361l f" 68 ... Feb. 18. _____ 288 <6 1 .... l8 "186 4,218 .. ... '.663 "206 " •• ... Yab. 26 ______ ... 181 1,83. • "367 ,,183 

..,.,. 
... <6 ~ ... 812 90 ... 

Mar .• _______ ... 861 1,84.8 P) ..... "046· 2,219 6,618 ..... ... go .46 Mar. 11. _____ 1,421 ... 1,876 -68 8,861 I,Wi7 .. ... ..... 1,803 811 148 8<9 Mar. 18. _____ 1,186 400 1,007 -'" 3,471 8 .... 2.'" 6,073 l,8Q8 8" 140 .<9 Mar. 26 •• ____ ... ... 1.882 • ..... 8,97. "273 •• 800 1,05,2 <01 l2Il '00 
Apr. 1. ______ 

~ Itt. ~ ... 2 ,,703 a.o83 ..,.. ..... 1.9'/'3 421 141 840 
!=:~-::~:::: 21!8 1,838 13 ..... ..... .. ... ~ ... ..... .oo ". 3<7 ... ... 1,837 21 ..... 4,014 ..... ..... .. ... 391 I .. ... Apr. 22 _____ ... 208 1.837 .. 2,492 4,01.6 2,307 6,798 t~· .7. t57 .... Apr. iV _____ m 180 1.837 '" ..... ..... ..... ..... 378 l81 868 
MayIL _____ ... :<. 1.837 I' •• t07 ..... ..... . .... 2,'" ... I •• .... May 18 ______ 3" \1. 1,837 18 2,811 4,026 ..... 6,623 ~,090 3 .. 178 ... May 20 ______ 

331 81 I .... 17 .. .,. 4,026 ..... 6,678 2, ... 3" ... 3M May'Zl ______ S14 46 1,861 .. ..... <.027 ..... ".28 ,,'77 327 18< ... 
It1D88. ______ 305 .. 1.880 8 ..... ..... ..... 6,6'Z1 2,186 338 1., 853 June 10 _____ 2M 11 1.907 " 2,216 ..... ..... ".97 ,,'00 31. 17. 861 June 17 _____ • ... 10 1,926 10 ..... '.030 .. ... ..... 2,2Ui . .. '" .00 lune24 ___ ... • I .... Il ,,108 .... , ..... . .... "'03 ... 186 ... 
lulyl. _______ , .. .. 1 .... 10 2,210 .. .. I ..... 5,416 2,273 837 10, .. 7 JulyS ________ 179 .. ..... " ..... 4,031 ..... 6,469 .. ... ... 169 ". luly15. ______ 109 " 2,016 13 2,212 4,032 

~= 
6,402 ..... .... 172 ... July 22 _______ 

'" • 2,013 • ,,'97 4, .. 2 ..... ..... ... '88 347 Jul:v:ll _______ 1 .. • "0" • ..... 4,'" "281 ..... ..... 259 1 .. 8<6 
A~.6._:. ___ I" 8 ..... • ,,21' •• 033 ,,281 ..... 2,310 338 188 ... 
t~:~:::::: 180 8 ..... 8 2,219 <'''' ,,281 ~33. 2,362 ... 191 ... 

I .. 8 ..... 10 2,'" ..... ,,281 ..... ..... 307 100 ... Aug. 26 ______ 186 7 ..... • ..... <,038 "280 '.320 ..... 326 177 .. 7 
Sept.2 _______ \68 7 2,113 0 2.282 f,041 .. "'" 6,326 "<OIl ... 187 .46 Sept. "' _______ 14' • 2,160 II 2,316 4,012 2,280 6.366 2,410 ... 1B1 .46 Sept. 16 ______ 

I" • 2,194 1. ~,351 ..... ,,280 '.'" ,,607 3\' 186 ,46 

=~::~:::::: \SZ 7 ,,223 .. ,,37' ..... 2,280 6,336 2,616 ... 186 ... Ill. 7 2,"" • ...... 4,039 ,,27. ..... ..... 330 t57 ... 
Oct .••••••••• I .. • ..... 8 ..... "037 ,,2'18 6,376 ..... 868 t57 347 Oct. 14._._. __ 120 7 ,,333 • ..... '.037 2,777 '.'" ..... ... \68 .46 Oct. 21 _______ 

11. • ,,868 1. ... 12 '.036 ,,2'17 5,378 ..... 3" 1 .. 3M Ocf;.28... __ • __ 1\0 • "'97 10 ,,630 ,,036 ,,2'17 ..... ..... .'" 167 868 
Nov.f _______ 11. 7 ..... 8 ..... <''' • ,,27. M" ..... ... 178 8 Nov.ll ______ \13 8 ..... 10 2,570 ..... ~~: 5,395 ,,008 ... 169 3 .. Nov.l8. ____ • 112 10 2.439 10 2,578 '.036 5,386 ..... 33. 188 .66 Nov.:Ili _____ • 113 20 .... , • ... 7 • 4,036 ,,27 • ..... 2.611 329 146 ... 
Dec. 2 ••• _ •• __ 120 27 .... 7 • .... , ..... 2,2'17 ..... ..... .88 146 .04 Dec. 9 ____ •••• 122 ~ .... , 8 ".28 ,,036 ,,27' ..... ..... 397 1M ... Dec. 16 _____ ~ 118 11. ..... 17 ..... .. 036 ..... . .... ..... ... 166 Deo ..... _ ••• 117 11. ..... 80 .. ... ,,036 ..... .. ... 2,614 3<7 I .. ... Dec. 30._._ •• 110 120 ..... .. " ... <,036 ..... .. ... .. ... 31' 128 .. ... 

, 1.- thaD 1&00,000. 
(For other tootnotea aee table 1, p. m.) 
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No. 3.-RESERVE BANK CB~~~3-~~Jo!tt::ed ITEMS, WEEKLY AVERAGES, 

[Average,s of dally figures. In mllUoDl of dollars1 

Reserve bank: credit ontstanding Tr ... • 
Tr08S. 

1UY Mem· 1UY Otber 
Mone • ond MoD- b,,· cash Non- Fed· 

Weekending U.S. Other tory- nation . e:lr~ bank and mem- ern! 

(Saturday)- Bills Gov- R .. gold al r...,v e ~;rts "" R .. 
dis- BUls "n· serve Total stock I bank cuI .. bal· d .. ""va 

count- bought ment bank cur· tloo' an ... with poalta .... 
edt securi F.R. coon 

ties 
-creditl ren", . banks . ... 

---------- ---- ---- ---- ---- --
1934 

lao.S ________ 103 122 2 .... I. 2,679 4,036 2,303 6.500 2,701 320 146 361 
.Jan.1S _______ 106 II' 2,432 II 

~= 
4,036 2.302 6,414 2,719 ... 167 307 

laD,20 _______ 102 112 2,432 10 ,,035 2.302 6.369 2,7117 396 144 288 
Ian. 27 _______ lIS 109 2,432 2 2,00 .. "'" "301 5.316 2,360 336 13" 237 

Feb. 3. ____ ._ 86 1Il 2,433 2 2,631 6,316 2,301 6.308 2,1'¥1 1.731 142 200 
Feb. 1o ______ 73 .. 2,433 7 2,612 7.033 2,301 6,333 2,762 3,435 140 201 
Feb. 17. ______ 69 88 2,.33 13 2,002 7.088 2,301 '.'" 2,842 3 .... 138 202 
Feb.24. _____ '7 77 2,421 • 2,08< 7.202 2,301 6.346 2,622 3 .... 132 202 

Mar.S _______ .. 63 2.433 6 i~ 7,417 2.302 6.370 3,047 3 .... 131 m 
Mar. lO~ _____ .. 40 2,437 6 7,M6 2,312 6.386 3.277 3,316 13' 206 
Mar.l7 ______ .. 3 • 2,42' • 2,630 7.'" 2,331 6,3M 3,419 3,237 III 300 Mar. 24 ______ 

62 33 2,.38 -, 2,1)18 7.642 2,342 5,351 3,419 3.286 147 301 
Mar.3l ______ 62 30 2,444 8 2,634 7,677 2,363 6.363 3,433 3.319 WI 300 

Apr. 7 _______ 40 26 2,446 • 2,625 7.706 2,369 '.387 3,473 3.290 14' 296 
Apr.l4 ______ 44 18 2,439 3 2,504 7,731 2,378 6,370 3,M7 3,239 147 300 
Apr.2L ____ 41 14 2,436 16 

~= 
7,746 2.380 '.384 ~~ 

3,2UI "0 246 
Apr. 26 ....... '0 11 2,426 13 7,7M 2,380 .... , 3,168 193 238 

May 1). ______ 39 8 2,432 8 2,487 7,7511 2.380 6,372 3.691 3.162 272 237 
May 12 ______ 37 7 2,431 8 ~:~ 7,752 2,381 .. 369 3.'" 3 .... ... 234 
May 19 ______ 36 , 2,430 8 7,763 2,380 5,357 3,713 3 .... .. 0 234 
May 26_._ .. __ 36 • 2,420 4 2,<74 7,761 2,37' ..... 3,7511 3 .... 237 23' 

JODe2-_____ ._ 33 • 2,.30 2 2,470 7.777 2,370 6.360 3,7415 3.084 226 23. 
JUDe 9_. __ • ___ 29 6 2,416 0 2,469 7.790 2,384 .. 360 3,730 3.011 227 236 
June 16 ______ 28 6 2,416 • 2,469 7,810 2,361 ,,337 3,825 3.0lIl 230 239 
June 23. _____ 28 6 2,431 7 2,470 7.836 

~= 
5.328 3,7640 3,124 223 238 

JUDe 30 ______ 27 6 2,420 , 2,463 7 .... ,,330 3,825 3.084 226 236 

July 7 ________ 26 • 2,432 17 2,'8() 7 .... 2,384 ...... 3,776 3,076 220 231 
lulyl ... ______ 23 • 2,432 13 2,472 7,881 2,365 6,387 3,SQ2 3.007 221 231 
July 21. ______ 23 • 2,432 7 2,467 7,896 2.364 '.342 3.971 2, .. 7 210 .,. 
lu1y2L _____ 22 6 2,432 2 2,41U 7.1113 2,384 6,310 4.0111 .... 7 214 223 

Aug .• - ______ 22 6 2,432 4 2,.63 7.936 2,361 6.330 3,1170 3.010 210 230 
AUK. 11 ______ 21 • 2,432 7 2 .... 7,961 2,360 .. "'" ,,020 2,919 "'" ".!II Aug.lB ______ ·20 6 ..... 10 ,,467 7,979 2,376 6,357 4,072 2,056 207 220 
Aug. 26 ______ 20 • 2,432 • 2,'" 7.982 2,390 6,361 ,,073 2, .. 2 .10 'm 

Sept. 1. ___ . __ 22 6 2,43' • 2, ... 7,979 2,403 1),368 4,081 2 .... 206 'm 
Sept.B _______ 24 • 2,422 0 2,470 7,967 2,.13 ..... 3,951 3,047 ... 226 
Bept.lIi. _____ 23 6 2,431 13 2,473 7,968 2,414 6.427 3,964 3.634 206 226 
Bept.22 _____ 22 6 2,431 11 2,469 7.972 2,412 '.430 3.9'7...0 3.080 193 220 
Sept. 29 ______ 20 • 2,421 7 2,463 7,976 2,403 6.<211 3,943 3,081 186 223 

oct. 8 ________ 
16 • 2,421 7 2,458 7.1180 2,'" 6.476 3 .... 3,047 133 220 

oat. 13 _______ 13 , 2,4211 • 2,"" 7 .... ... 03 '.'" 3,g"]'a 2, .. 1 187 220 
Oct. 20 _______ 12 , 2,430 13 2,461 7,989 2,412 6.484 3.'" 3.000 173 238 
Oct.Z1 _______ 11 , 2,420 " .. 466 7 .... ,,<26 .. ... 3 .... 3.'" ,.7 239 

Nov. 3 _______ II • 2,420 I. 2,467 8,002 2,<34 6.470 ,,004 3,016 I'" 237 
Nov. 10 ______ 14 , 2,420 • 2,'" 8, ... 2,444 ..... ..... 2,'" 17' 238 
Nov. 17 ______ 23 • ... 30 I. 2,478 8, ... 2,453 6.493 ,,"18 ..... 106 239 
Nov.2t ______ 22 • 2,4211 13 2,469 8,039 2, ... 6,.7. "I" 2,1171 160 230 

Dec. 1 ______ " • 2,420 10 2,.60 8.U2 2,469 ~:;; 
4,126 3.'" 160 239 

Dec.S. _______ II , 2,430 13 2,.60 8,162 2.470 '.093 3.028 172 239 
Dec.llL _____ 10 • 2,43. 10 2,466 8.178 2,437 ..... ,,093 3.081 183 ... 
Dec. 22. ______ I. , 2,430 40 2,486 8,20< 2,1101 •• 604 3.943 3,21. 136 ... 
Dec.2U. ______ 10 • 2,430 33 2,478 8,226 2,603 ..... I .... 3,180 134 ... 

Far footnotes aee table 1, p. 07. 
Bad:/ivuru.-Bee AnDual Report tor 1933 (table 3). eIeept that pr8Vlowly pobUlbed ftglJ1el tor moo

etary gold stock and money 10 cl.reulaUon have been reviaed to ucJudo 1287.000.000 01 .vld colD preyJ-



RESERVE BANK CREDIT 

No. '.-RHuBn BAN][ CREDIT AND RELATED ITEMS, BY 'VEEKS, 1928-34 
(WlIDNESDAT SERlES) 

[In mUllonl of dollars] 

Illesorve bulk oredit oulstandlnJ! Ttoas-
my 

U.8. Mone- and 
Date Bill8 Gov· Other """ .... 

(WedDeBday) dis- BOIs ern- Re· gold tional 
count.. boUSbt ment ::; Total • tock· bank 

cur· 
eel 1 ~1' credit l reD,,' 

------------------
11128 

Jan .• _______ •• 1 387 fJZ/ .. ~"" 4,'" ~006 lan.lC ______ ... 3!13 MIl .7 1 •• 14 ..... "005 18.0.18 ______ f12 , .. f .. 30 1,310 4,000 2,005 Ja.n.25 ______ ... M7 .., 21' 1,104. ..... 2,005 
Feb.L ______ 423 m ... .. 1,263 f,087 .. "'" Feb. 8. ______ ... ... 401 "" 1,155 4,082 2,005 Feb. 15 _____ 481 ... .... 22 1,28.1 ',01!9 .. ... Feb. 22-____ 461 ... 40' 20 1,236 ...... ,,006 Feb. 20 ____ 

f'" ... .... 19 1,'" ,,07 • 2,007 
Mar. 1 ______ ... 838 f08 30 1,253 ",075 ,,006 MIlI'.lt _____ m ... 401 .. 1,346 C,'" ,,006 Mar. 21. __ .... 477 333 ... 18 1,213 ,,033 ,,006 Mar. OS •••• _. ... ... ... 17 I,m 4,021 ',006 
Apr. 4..:.. •• _ MI "" .83 37 1,38/5 4.017 ,,006 Apr. 11. ____ 01. .52 378 27 1,386 4,D1.6 2,006 
April 18 •••••• .,. 361 341 .. 1,358 3,'" 2,007 Apr. 26 _____ 711lI ... 306 20 1,400 S,D7!) ',007 

m~~mjjj 
761 3 .. ... .. 1,4M 3,978 2,010 
777 3 .. 'rl7 •• 1.4540 3,948 ,,008 

"" 341 ... 3. 1,455 3,898 ,,008 
847 331 230 'D 1,436 3,891 2,008 ... 304 210 21 1,488 3.874 2,009 

June 8 ______ 982 ... 21D 46 1,'" 3,860 2,008 IUDeI3 ______ 
l.~ ... 223 40 I,M6 8,817 ',OOG June 20. _____ .,. 223 33 1,471 3.818 2,007 June Zl. _____ 1,082 223 21' 'D 1,'" 3.816 2,001 

1~i~:::::: 
1,191 21D 220 .. 1,680 3,S23 ',007 1,089 188 '18 47 1,6012 3,828 ~007 1,012 181 ... 40 1,448 3,827 2,008 July 26.. ______ 
1,026 1 .. ... OS 1,436 3,828 ~004 

Aug. 1 _______ 
1,086 I .. .1' f1 1,60.1 8,""" 2,006 Aug.S _______ 1,061 16' ... 22 1,463 8,827 ',007 Aug. 16 _____ _ 1,003 100 208 .8 1,447 3.832 ',006 AUI.22. ____ _ 1,007 184 267 .. ],460 3,833 ,,006 Au.s:.29 _____ .1,0811 184 ... 30 1,462 3,837 .. 007 

Sept.li. _____ • 1,080 187 208 .. 1,516 8,836 2,006 8epL 12 _____ · 1,069 .11 221 .. 1,656 8,837 2,007 Sept.ID ___ ._ • 1,091 237 ... '" 1,626 ',83S ,,008 
Sept. 35 .•••• .. 1,011 263 ... as 1,642 8,842 2,009 

Oct.S ••••••• .. '.028 81D 231 84 1,831 ~:~ 2,010 
Oot.lO ....... _ · ... 33. 227 .. 1,686 2,010 Oct.17 .. _._ ... _ 93. 37D 231 .. 1,006 8,849 2,010 Oct.U ........ 91' 401 231 .. 1,560 3,863 2,011 
Oat. 81 ........ 932 440 2'rl .. 1,634 3,'" 2,011 

Nov. 7._._ ••• ..., ... 223 • 1,634 ~S5S 2,011 
Nov. I" ........ S5S m ... 61 1,816 8,869 2,011 Nov. 21 ..... ___ 800 ... 226 .8 1,656 8,872 2,013 Nov .• ___ .. _ .. ... ... ... OS 1.729 3,841 2,013 
Deo.8.. .... _ ..... _ 1.012 <18 227 .. 1,762 8,847 2,012 Deo.l2.. _____ 1,028 ... 23' 46 1,,", 3,852 2,011 Dec.ul.. _____ .. 7 ... 291 8J 1,172 3,863 2,011 Dec. 28.. _____ 

1,168 488 232 .. l,lHl 8,'" 2.013 
(For Iootnotel_ table 1, p. G7.) 

Ttoas-
Mom· :;t Money ber 

Inclr· bank and de-
cula- reserv. posits _ . 

bal· with ..... F.R . 
b .... • 

------

..... ~486 228 ".02 2,473 218 
4,414 2,432 228 
4,372 ..... 231 ..... ~405 23' 
f,369 2,'95 230 
4,401 2,391 230 
4.411 2,357 227 .. "" .. 37 • 233 

f,400 2,361 236 
4,383 2,362 221 
4,379 2,322 21f 
4, ... 2,367 227 

f,4S8 2,400 218 
"'410 2,432 223 .. ... 2.392 267 
4.389 2,417 236 

f,428 2,4.42 222 
4,410 2,4.26 227 
4.403 2,382 228 
".88 2,370 230 ..... .... 7 230 

4.416 ..... 226 
4,"" ~39' 21. 
4,(06 2,332 201 
4,411 ..... ... 
4,321 2. ... 226 
.,442 ..... 212 
4,402 2,3Il1 217 
4,.18 "300 230 

.,403 ',"" 233 
4,418 2,266 347 
4,430 2,286 .11 
4,436 .... 1 ... 
4,443 2,209 233 

4,614 2,m '1' 4,474 2,34ll .12 
01,4.70 2,361 256 
t,'" 2,316 '17 

4,620 ...... 23. ..... 2,313 21D .. , .. 2,359 21D 
t,'" 2, ... 236 
4,619 2,371 22S 

4.li61 "330 23. 
".633 2,'65 226 
C,608 ..... 2" 
4.618 2,361 231 

4.626 2, ... 237 
4,648 2,409 232 

~~ 2,326 20t ..... '19 

NOD~ 
mem-
her 

depos-
i .. • 

--

36 
'D .. .. .. 
34 

"" 34 
23 

34 
22 
23 
22 

34 
'D .. 
34 

3' 
27 .. .. 
'D 

23 
27 
31 

"" 36 .. .. 
20 .. 
27 .. .. .. 
23 
30 
63 
38 

32 .. 
30 
27 
OS 

30 .. .. .. 
27 
'D .. 
30 

Other 
Feder-
allle-
eerv. 
ao-

eoun 

--
... ... .'" ... ... 
31 o 
811 
.1 
.1 

31 
at 
31 
81 

81 
31 
.1 
.1 

31 
31 
8' 
'2 
8 

3 
3 

3 

3 
3 • 3 

• 
33 

33 

3 

33 
33 

.3 

•• .. 
34 .. 
34 .. .. 
34 

34 • • 35 
3 6 



72 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

No. 4.-RESEBV.BI BAl'~E~::S'::Y AS:RI~:~'C:nl~~~~ BY WEnS, 192&-34 

[In millions or dollars) 

Reserve bank credlt outstaud1De I~ ....... 
.ry Mem· ory Non· other 

U.S. Mone- and Money her "". memo ..ed .... 
Da" B'1ls 00.· Other 

~ ... !neir· bank audde- her ala. 
(WedneodaYl dis- BOla ern· IIe- "onal cui .. reoerve posits d._ _a 

oonut- bough' men. ,orve Tote! ,tock' bonk Uon' bal· with Ita' so-
ed' securi· b_ our· ..... F. R. ooun'" 

."" ".,IIt' leDay' b .... • 

------------ ---------- ---- --
I ... 

Ian. 2 •• ______ 1,151 ... ... .1 1,910 8,840 2,013 . .... ..... 23/l .. ... lan.D. ______ 1m <77 23, 48 1 .... 3.833 2,012 4,476 ..... ~ 33 .W lan.16. ______ 822 481 ... .. 1.004 3.821 2,011 4,410 2,416 228 3' .n Jan. 23. ______ 782 .M 202 3< 1,472 ~f:l 2,011 4.366 ..... 220 .. .., 
ran. 30. __ • ___ 821 .... ... .. \,486 2,011 ,,3<3 .... 1 ... .. ... 
Peb. 8 ______ 85' m 200 37 1 .... 3.840 "010 .. .. 3 ..... 228 .. 3M 
Feb.la ......... ... 391 177 15 1.487 •• 863 2,011 ..... 2, .. , 220 .. 3M 
Feb. 20. _____ 8M 3M 17. '7 1,431 3 .... 2,011 "382 2,319 221 87 8M Feb. 71 ______ ... 334 166 82 1 .... .. 867 ,,008 .. ... .... 7 227 26 .. 7 

Mar.G .... ____ ... 305 1" .. 1. MIl '.871 ',000 ..... ... '" 233 30 ... Mar. 13. _____ 963 ... 166 .. 1.<63 3,873 2,012 ... 78 2,363 200 .. "1 Mar. 20. _____ ... 237 166 •• 1,401 '.863 2,011 f.M7 '.3<0 200 .. ... 
Mar. Z1 ~ __ • __ \,024 lIIl8 '70 87 1 .... 3,887 2,012 "380 ..... 226 .. ... 
Apr.a .••• ___ • l.mo 17' 169 61 1 .... 3,1101 2.013 .. ... 2,336 222 30 .66 
t\pr.lO. _____ ... 167 1" .. 1,316 ..... 2,014 ..... ,,302 lIIl8 33 . .. 
A.pr.17. _____ 1.000 1<1 1.1 47 l,34g ..... 2.016 4,359 '.302 2M .. ... 
6,pr.:M.-. _____ 982 141 "" Of 1.298 ..... 2.016 '.3<4 .. OLIO 241 .. ... 
May 1. ______ 

\,001 170 151 .. \"" •• 078 2,016 '.873 .. ... m 41 337 MayS _______ ... 157 ". fa 1,314 '.003 2,018 ..... ..... ... ., ... 
MsyUL.. ___ .'5 146 166 52 ~269 4.011 2.018 4,M7 2,820 21. 32 370 
May 22. _____ ... 138 153 .. 1.223 ",OJ2 2,018 ,,3<7 "87. ZlO .. 370 
May 2IL. ____ ... 118 1" .. 1,287 ,,0" "018 ,,407 ..... ... 30 872 

runeIL. _____ VI7 "' If7 66 \,303 ,,01' 2,018 "380 ,,321 233 .. 371 
rUDe 12. _____ ... "' 170 60 I.'" f,018 2.018 .,349 ... 28 223 .. .. 6 
JuneUL. ___ ... 87 13. 67 1,262 "028 2,019 '.3<3 ..... 2M 30 .7. 
June 2eL. ____ 1,017 83 1'" .. 1 .... .. "'" 2,019 ,,3<9 ,,3<4 2M 87 878 
J0113. _______ 1.17li 14 1<1 ., 1,431 ..... "020 4.470 2,1180 228 34 ... 
rul,.10. ______ 1,153 .. ". M 1,410 .. 041 2,OJ8 ..... 2,303 ... .. an 
July 17. _____ 1 .... .. 163 .. 1,371 ..... 2,017 ".62 .. ... 23' .. 870 
July al

o 
_____ 1 .... 69 \4. '" 1,3211 ..... 2,014 4.,417 .. .. 7 223 ... .. 6 

JuIy.I.. .... 1.076 76 147 411 1,347 ..... 2,0" ...... .. ... 226 .. ... 
lag.7. _____ I .... 711 168 .. 1 .... .. ... 2,008 ..... 2,323 ... SO .,. 
lag.lt. _____ 1.028 118 1M .. 1,3.52 ..... 2,007 .. ... "330 224 .. ... 
&.111.21 ______ ... 132 1411 .. 1.309 .. 066 ,,006 .... 7 ..... ... 87 38. "-us:. 28. _____ 07. 167 148 41 1.317 .. .,. ,,006 4,,4111 ,,306 21. .. 3M 

~ept .• ~_~ ____ 1.046 182 1411 "" 1 .... .. .,. 2,006 .. ... 2,m .. 1 26 ... 
~pt.lL _____ m 222 159 60 1,41f .. 077 "006 ..... .. ... 21. .. ... 
~PL 18. ___ ~. ... 241 178 60 l,f13 .. 082 2.004 ,,477 2,381 21 • M ... ... ~ ... --.. ... ... 162 61 l.f11 ...... ,,00II .. .. 7 ..... 871 .. ago 

Oct. 2_. ______ 93\ ... 146 SO \,480 '.087 ,,010 ..... .. ... ... 87 .... oct. 9. _______ 
857 333 '" .. ~ ... .... , 2,012 f,501 ..... ... .. 301 Oct. 111 _______ ... ... 138 110 l.f67 ..... ,,016 . .... ..... 23< 87 ... 

Oct. 23 ____ .. __ 7116 379 \36 .. 1,37f .. 0119 "01 • ..... '.870 226 .. ... 
Oct. 30-_____ .. 1 IHO ... .. 1.680 ..... 2,020 .. ... ..... 226 .. ... 
~ov.fL. _____ "1 330 ... 40 1 .... '."" .. "'" .. M3 2,1168 .. 1 Of ... 
N'ov.D ______ 071 300 313 .. 1.670 ...... ,,01Il '.633 ..... 220 87 ... 
N'ov.Z» ______ 000 28f 887 53 1 .... .. 087 ..... "'110 2,618 ... .. ... 
N'ov.71 ______ 91' 267 ... 87 1.622 ,,0111 ..... ..... ,,87' :1118 .. ... 
Dtc. f. ______ 872 267 3M 67 l,MI .. 082 .. "'" t! ~~ 242 .. .... 
Dec. 11 ____ 

769 ... 387 48 ~ ... '.067 "022 216 23 ... 
Dec. UL.. __ 787 309 633 .. 1 .... ..... "022 ..... .. 0 .. 401 
Dec.2f _____ 7113 ... 486 1110 1.723 ,.007 2,'" .. m ... ,. 23< Of ... 
Oec.3J _____ ... ... 611 .. \,683 .. 1107 2,'" ,,678 ..... ... .. . ... 

.1IeVtOed. 
(1' .. o.her _lei _ table ~ p. 07J 



RESERVE BANK CREDIT 

No. i.-RESEBVE BANK CREDIT AND RELATED ITEIIS, BY WEEKS, 1928-34 
(WIiIDNESDU SEBIEs)-Continued 

[In mlDlollll 01 doUanl 

a...... bank....n, ouIBtaDdID. 
TN&-
ury 

Mone- and U.S. nale 
Bills 'Gov- Other tar. na-CW ..... day) - BDls em· - gold tloDai ,.,.... Total sIoclt· bank count- beugbt men' bank our· ed' securI· 

ties credit· ...... 
------------------

'030 
Jan. 8 ________ ... 3'. ... 48 1,400 ~900 2,022 lSD.lo _______ ... 323 4,. .. 1,301 &900 2,022 Jao.22 _______ ... ... .Tt ., , .... 3,997 2,'" Jan. W _______ 407 ... 4T7 .. 1.171 ..... .. 022 
Feb. 6.. ______ 38' ... .78 .. 1,1M 4-0UI 2,022 Feb.l2.. ______ ... 27. 479 03 1,199 4,023 "02' Feb. 19 _______ 

3T7 28' 48, 30 1,169 ..... ,,021 Feb.2tI _____ 343 ... 483 8' 1,166 ..... 2,022 
M8I'.IL ______ ... 27' ... .. 1,106 ,,078 ,,022 Mar.12. _____ ... 26' 6" 3' 1,068 ..097 2,022 Mar. 19 ______ 

200 '86 .. , .31 933 4.118 ,,022 Mar. aI ______ 'JI1l ... ... 38 1,026 .. 183 .. 022 

Apr. 2.. __ --- 241 30, ... 6. 1,'" .. 137 .. 022 Apr. 9 ________ 
229 267 527 27 1,04' 4,'48 .. 023 Apr. 16 _______ .14 302 636 48 ' .... 4,161 2,'" Apr. 23-_____ .n 26' 527 as 1,030 4,158 ,,0" Apr.ao _____ 233 210 630 38 ' .... ..... ..... 

May 1 _______ 
237 176 628 8. .,. 4.209 .. 0 .. May 101 __ • ___ 210 171 528 .. , .. 4,214 "023 May2L ____ 210 187 528 28 '53 .. 227 2,02' May 28-___ .. , "6 ... 28 .,. ..... 2,'" 

lune ... ________ ... 189 ~~ 31 1,00' '.236 ..... lune1L ______ .10 '48 37 ., . ..... ..... June 18 _______ 'JI1l 13. ... 23 50' ..... .. ... JUIl626.. ___ . 232 '0' 6Tt 26 ... ..... 2.'" 
luly 2. ____ • __ ... 15' 506 57 '.070 ..... .. 026 July 9 ________ 236 ... .. , 36 1,012 ..... 2,'" July 16. ______ 'JI1l '59 6Tt 47 1,000 4,'" ,,025 July 23 ______ 19' 161 ... 28 ... 4,"'" ..... July 30 ___ ", ___ ,., 

13' ". 28 927 4,'" .. 023 
Aug.e. _______ ZOO 134 57. .. ... 4,'" .. 026 Aug.13 ______ ,., '54 606 31 ... .. 20 • 2,026 Aug.20.. ______ 

'50 , .. 60. .. 986 .. ... "026 Aug. 7( ______ 
'03 '03 502 .. ... "217 2,026 

Sept.a _______ 231 "0 502 38 ~ .. , 4,213 .. 026 Sept. 10 ______ '83 '03 502 30 1.008 4.216 2,026 Sept. 17 ______ '63 209 .'0 .. 1,008 ..... U .. Sept ....... _ '57 '98 502 .. ... 4,.19 2,026 
Oct. 1 ________ lB. '98 50, 80 1,010 ..... 2,027 Oct. 8 _______ • '73 .n 500 28 1,012 ,,227 2,027 OeL 16 _______ .10 136 ... 47 1,044 .. 23. 2,0a7 Oct. 22 _______ , .. '77 ••• ., ... 4,'" 2,027 Oct. 29 _______ 202 '56 'ID1 15 ... .. ... ..... 
Nov.a .•• ____ ... 136 502 , 1,010 .... , 2,0 .. Nov. 13 _____ I •• 'JI1l 60' .. 1.036 ..... ,,028 Nov.IO ______ ... 178 ... .. 1,008 .. ... ,,028 Nov. 36 ______ 

234 "6 ... 22 ~ ... .. .,. 2,027 
Dec.S. _______ 261 ... 502 .. ~'08 .. ... :I.'" Deo.lo.. _____ .. 7 ... ." ,. 1,131 ..... 2,'" Dec. 17 ______ 

83' .. , m 23 '.'" .. .., ,,027 Deo.~ _______ ... ... 542 76 1,425 4,39' 2,027 Dec.al. ______ 26, ... no .. 1,373 ... 06 2,027 
. 'Bevlaecl. 

(For otber footDole8 ... \able " p. 67.) 

TN&-
Mom. my 

M .... be< .... 
andde-m cIr· bank posits cui .. ...... a with 

tIOD ' bal· 
an ... P.R. _. 

-- ----
4,<03 2,367 ... 
U09 2,&" ... ..... ,,300 230 ..... ..... .., 
"238 2,". 236 ..... ..... ., . .. ". 2,316 263 ".lB ..... 2M 

4,241 2.313 223 ..... .. ... 200 

"'94 .... , 21. 
.. 180 ..... ". 
423' 2,375 ... ..... ..... .. , 
4,218 ..... ... 
4.174 ..... .. , "lB9 .. ... 234 

4,'67 2,8" ... 
"'" ".79 ... 
"'60 2,374, ... ..... ,,34' ... 
"180 2, ... 12 ... 
• 172 ..... 233 ,,'63 2;408 233 
.. 13 • ..... 268 .. ... ..... 24Il 
4,20' 2, ... 17 ... 
4, lin .. "'" ... 
4.120 2,'" 23' 4.l1O "41' "'" 4150 ..... ... 
4,'60 ..... ... .., .. 2.414 '" 4,161 0.41. 235 ..... 2,398 ... 
.. ,Tt ..... ". "171 ..... "0 
4,'48 2.tl6 ... 
4,205 ,,304 ... ..... ..... 243 
"'13 .... 0 230 
"',163 .. .., ". 4,'39 ..1118 236 

U04 2.410 ... .. , .. .. ... 230 

"'95 ..... ... 
4'" 2, ... 10 ... 
.. S .. .. ... ... ..... ..... 223 ..... ..... ... 
4,7'¥1 .. .. , 26' 4003 2,'71 ... 

NOD' 
memo 
bor 

d ..... 
I .. ' 

--

81 
30 .. .. 
26 
70 
27 .. 
27 .. .. 
28 .. 
26 .. .. 
27 

80 .. 
28 
O • .. .. 
27 ., .. .. .. 34 
28 

28 
as .. .. 
27 
27 .. .. .. .. 
28 .. .. 
•• .. 
08 .. .. .. .. .. 
28 

Otber 
Feder-
aI_ ...... ... 
eonntsl 

--
... . .. ... 
3 
3 
3 

393, .. 
03 
03 

393 

• 3 
3 

04 .. .. ... 
3 .. ... 
08 , 
• 00 ... 
8 

S 

.. ... ... 
'IT 

3 
3 

• 
.. 
04 ... 
50 .. 

8 
, .. ... ... 

388 

387 ... ... ... ... ... .. , 
s. 1 

39 • 39 •• 3 

• .. , , .. ... ... 
3S3 ... 
387 
384 
385 
384 ,. 3 
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No. '.-RESERVE BANK CREDIT AND RELATED ITEMS, BY WEEKS, 1928-34 
(WEDNESDAY SERlES)-Continued 

[In mUlioDS of doUm] 

Da" 
(Wednesday) 

----
,93' 

Jan. 7. _______ 
Jan. If. ______ 
Jan. 21. ______ 
Jan. 28 _______ 

Feb. 4. _______ 
Feb.1l. __ ", ___ 
Feb.IS _______ 
Feb. 25 _______ 

Mar .• _______ 
Mar.1l. _____ 
Mar. 18. _____ 
Mar. 26 ______ 

Apr. 1. _______ 
Apr.8 _______ ~ 
Apr. 15~~ __ ~~~ 
Apr. 22..~ ___ ~~ 
Apr. 29~_~ __ ~~ 

May 6~_~ __ ~~ 
May13~ _____ 
May20 ______ 
May ZT ______ 

June 3~ _______ 
June 10 _____ ~_ 
June 11 _______ 
June 24 ___ ~~ __ 

July 1 ________ 
July 8 ________ 
July 15~ ______ 
July 22. ______ 

uJy 29 _______ 

Aug. 6 _____ ~_ 
Aug. 12. •• ____ 
Aug. 19 ___ ~ ___ 
Aug. 26.. ______ 

Sept. 2. _____ • 
Sept. 9 _______ 
Sept.IB. _____ 

pt. 23 _____ Be 
S ept.3O ______ 

o 
o 
o 
o 

ct. 1 ________ 
ct. 1'-______ 
ct. 21 _______ 
ct. 28... _____ 

N 
N 
N 
N 

01".4. ______ 
01".11. _____ 
ov.18 ______ 
01".25 ______ 

00.2.. _______ D 
D 
D 
D 
D 

00.9. _______ 
ee.16 _______ 
00. 23. _____ 
ec.30 __ ~---

~Re1"1led. 

Reserve bBDk credit outstanding 

U.S. 
Bills Gov- Other 

Ro· dis- BUls ern· 
count,.. bough t ment .. rv. Total 

.d· securl bonk 

U .. 
• credit I 

----------

292 ... ... •• ~248 
243 ,06 ... 28 1,111 
230 15' .25 13 '.020 .. , 120 610 11 .50 

223 ,0, .10 ,. 94. 
222 88 610 • ... 
200 94 600 11 00' 
'00 '06 ... • ... ,., 10, 600 16 ... 
17. ,'I ... 13 ".. 

16' 12. 61S , 007 
'65 83 ... 11 658 

'64 ,67 6118 .. "" ". 17. ... 16 ... 
'3' 131 , .. 33 S96 
135 16' ... .. Oil 
'66 170 ... 13 ... 
'50 ,94 6118 .. 96' 

'" 153 , .. 22 .18 ... 131 ... 16 .". 
'53 126 ... '0 886 

'73 ... ,118 33 ... 
185 ,27 ... 18 ... 
I" 107 ... I. 007 
'14 ,06 .,. '1 900 

, .. 100 663 .. ... 
162 92 668 38 900 
162 70 678 " ." 182 fIT fITS 16 04. 
183 ., 67S 17 ... 
188 66 681 31 067 
,% 136 '28 .. I, J06 
231 I" '28 27 1.141 ... 181 '28 .. 1,199 .. , 198 '28 38 1,221 
260 ,118 '28 30 1.216 
263 21S ~ 56 ~279 
310 243 24 1,315 
333 469 '<2 .. 1.618 

.1lS 68' 738 .. I.'" 
628 730 '27 .. "'26 ... , .. '27 .. 2,Z18 
717 ". 727 •• ,,211 

'06 64. '28 .. 2,109 ... "" 727 56 ..... ... '" 727 .. ~97' 
686 <SO 727 .. 1,941 

71S 423 717 " ~ ... 
'25 ... 717 •• ~360 
6118 307 ... 63 U7< 
.11 21fT '58 80 :1,006 , .... 327 803 .. ..... 

(For other footnotes see &8bl~ 1 ,Po 47.) 

Troos-
ory 

.. .. d Mo • 
tary ... 
gold tiona] 

.tock • bBDk 
cor· 

renCl" 

----

",au, .. ... 
.. 338 "026 
<'''' 2,'" ..... ...,. 
.. 36. 

...,. 
..", .. 024 
4,374 .. 026 
4,376 .. 027 .. ", 2,'" 
... 00 .. 026 
"'118 "027 ..... .. 027 

4,411 .. .,. 
4.416 .. .,. 
.. 423 .. .,. ..... ...,. 
.. <3< :1,024 ..... :1,023 .. .,. ,.023 ..... ..... ..... ..... ..... ..... 
4.516 ..... ..... .. ... ..... .. 023 

.. ... .. ... 

.. 677 ..... 
4.67. ..023 ..... ,,024 ..... ,,024 ..... :1,024 
'.677 .. ... ..... :1,023 

"'06 2,023 

,,'12 2,023 
4,114 .. 023 ,,'29 :1,023 
4,610 ,,023 ..... .. 023 

..3M :1,023 
4,137 :1,024 
4,'" ..... 
.. 0IrJ 2,024 .. .,. ...,. ..... :1,026 ..... ...,. 
.. ill ..... 
"133 2,027 
,,153 2,'" 
4,,111 .. 031 
,,178 ..... 
4,,171 ..... 

Troos-
Mem· Non· Otber 
~ Money ber Feder 

Inclr - bank andd e- mam . al He-
ber 

cuIa- reserv e posits 
110.' bal· with ...... F.R. 

banu' 

------
... % ..... ... .. "' . ..... ... 
'.306 .... , ... .... , ..... 243 .. ... .. 379 ... 
,,307 .. .... ... 
,,213 ..... 24' ..... 2,378 243 .. ... ..... 2M .... , .. "" ... .. .,. ..... .11 ..... .... , ... 
"333 ..... 248 
4,326 .. ... ... 
'.'" U50 ZJ7 

"'26 2,'" 24' ..... .. ... ... 
.. 37. 2,'" ... 
.... 0 .. m ... 
4,3.52 .. '" 230 .... , 2,<:16 ... ..... .. ... 27. .. "" .. ... ... 
".119 .... I ... ..... .... , 289 

..'" ..... 26' "54. :1,440 228 
"521 :1,436 ... ..... :1,43. ... 
<'4lI3 ... 16 28' ..... .. ... 281 ,,803 ..... Z!3 ..... :1,36. ... 
,,'07 ..... ... 
4,14i1 2,37' 2M 

'.'" ..... ... .... , 2,418 223 

.. "" 2,'" ... ..... ..... ... 
6,144 2,'" ... 
5.'86 ..... ... 
6,218 2,". ... 
UK ..... 263 

~ ... 2,122 21fT .. ... ..... 279 
5.186 2,'" "I "I" 2.117 ... 
~i 

.. 073 .., 
~ ... ... 

2,::': 
221 ..... 27. ..... ..... 27. 

d._ 
'ts' 

--
31 
26 .. .. .. .. .. 
23 .. .. 
26 .. .. .. 
3' 
26 .. .. .. 
26 
27 

37 
26 
26 
<D 

'0 ,. 
37 
65 

126 

160 ,.,. 
1% 
.10 ,.,. 
Z13 ... 
186 
120 

178 ... 
7111 ,.. 
'fIT 
185 
'68 
170 

103 ... 
138 
136 
1D7 

serve 
ao-

co .... 

--
3 
37 

77 
S 

380 
380 

3811 
379 
379 
36' 

380 
379 ... ... 
382 
38' ... ... 
383 

383 
363 
36' 
38' 

380 
361 
379 
379 

37' 
370 
368 
368 ... ... 
31fT 
366 ... ... ... ... 
363 .... ... ... 
361 ... 
3M 
3M ... ... ... 
3M ... 
"'" ... 



RESERVE BANK CREDIT 75 
No. 4.-REsEBVB BA"'" CREDIT AND RELATED ITEMS, BY WEEKS, 192&.-34 

(WEDNESDAY SEBIES)-Continued 

{In miWons oJ dollars) 

-.. _ cndl ..... laDdlDg 
Tn!as-

my 

·U.S. M ..... and 
nate Bills 'Gov- Other tary D&-

(Wednesday) m.- Bills erD- R&- gold tiODal 
cmmt- bough' mont ...... Total stociI:. b_ 
eel' securl- - cur-

ties cndl" ........ 
------------------

1032 
Jan. 8 ________ 818 .,. 706 ., 1.921 .. m 2.035 Jan. 13 _______ 818 214 762 00 I.'" ,,'70 ,,036 Jan. 20 ______ 81. 188 751 48 1.807 ,,1M ,,037 Ian. 71 ______ ... 183 762 48 1,798 ,,139 ..... 
Feb. 1 _______ ... 1M 749 49 1.810 4.119 "013 Feb. 10.. ___ 81. , .. 741 48 1.7711 4.,116 .. ... Feb. 17 ______ ... 148 741 47 1,781 ,,082 2.MO P'eb.24-___ 835 133 741 .. 1,734 ..... ..... 
Mar. 2 ______ 838 118 7UO 26 I.m ..... "056 Mar. 9 ______ 748 138 785 27 I .... ,,07' ..... Mar.IS. _____ Ml 100 342 26 1,'" .. 087 ,,060 Mar. 23 ______ ... 82 835 '16 1,697 ..... ,,060 Mar. 80 ______ 

633 .. 872 .. 1,687 "101 2,060 
Apr. IL~_: ___ ... 68 ... 21 1,'" "109 2,060 Apr. 13 _____ 620 50 ... 20 1 .... ..... 2,081 Apr. 20 ______ I!Il6 49 1,078 • 1,700 ,,090 2,..,1 Apr.Z1 ____ 

&32 48 1,101 17 1,785 "081 2,061 
May 4 _______ 

006 .. 1,287 22 1.860 "051 2,060 May'l1 ______ m 43 1.385 I. 1,910 '.027 ,,060 May 18 ______ ... " I .... 1. 1 .... '.238 2,"" May 25 ______ t7l 38 1 .... 13 ..... 8,920 2,060 
lune 1 ______ ... .. 1,tr1S 17 2,122 >.820 ..... June 8 ______ 002 .. 1,'" 1. 2,198 '.'" 2, ... June 1& _____ ... .. I.'" 1 • ,,270 ..... .. ... June 22 ______ ... 54 1.730 .. ..... '.630 2,057 June 29 _______ <70 60 1,801 11 2, ... ..... 2,057 
Jul.,IL ______ 000 77 1.801 30 ..... ..... 2,057 July 13 _______ 

61. •• 1,921 18 2,417 . .... 2,066 100y20 _______ ... •• 1 .... 12 ..... 3 .... ,,066 July Z1 ______ ... <0 l,Ml 1. ..... 8,67" ..... 
Aug. 3 _______ 487 .. 1,846 14 ,,388 3,700 ,,058 Aug. 10 ______ ... •• 1.851 1. .... 7 3,718 '."" Aug. 17 ______ ... .. 1,861 14 2,3« 3,769 2,07. Aug,24 ______ . ,., .. 1,861 8 2,321 3.m 2,087 Aug. 31 ______ 423 34 I.'" 12 ,,331 3,801 '2,106 
Sept. 7 _______ ... 34 1,851 " 2,810 8,818 2,116 Sept. 14 ______ <0. 34 .,851 " 2,301 .. .. , 2,128 Sept. 21. _____ ... 34 1,'" 16 2, ... ,,878 2,1<0 Sept. 28 ______ ... 34 1 .... .. 2.241 '.807 ,,162 
Oct.fL ______ 333 32 1,861 32 ,,241 3,914 2,108 Oct. 12 _______ 328 33 1,851 22 2,'" 3,921 2,1" Oct.l9 _______ 

'" 34 1.851 21 2,219 ..... 2,176 Oc'.26 _______ 322 34 1,851 " .... 1 3,.70 2,182 
Nov. 2 _______ .28 34 1,851 I. ..... '.979 ,,'36 Nov. 9 _______ 311 34 '1,851 • "199 ..... 2,103 Nov.1ft ______ 307 .. 1,851 1. ,,208 ..... 2,19& Nov. Zi ______ 

308 .. 1,861 8 2,201 4,032 2,1" Nov. 30 ______ 
3011 :1:::: 8 2, ... ,,063 2,199 

Dec. 7 ______ ... " 2,107 ..... ,,201 Dec. 14--___ ... 84 1,851 20 "'89 4,081 ..... Dec. 21 _______ 27. 83 1,851 26 2,180 '.200 2,203 Dec. 28 •• _____ 287 aa 1,861 17 ,,168 ,,218 2,203 
r Revised. 

(J'or other looiDotes aee table 1. p. 07.) 

I Mom-
Tn!as-

~ MODBY bar 
in dr- bank and de-
cuJ&. ........ posits 
tion J bal- with 

anoes F.R. 
baDks' 

-- ----

".74 ,,036 260 
6,332 1 .... ... 
6,326 1.912 .. , ..... 1 .... 2M 

5,344 1.937 ... ..... 1 .... 28' 
6,322 1 .... ... 
6,800 1,878 27 • 

'.296 1.902 ... ..... 1,910 283 ..... 1.919 221 
6,193 1,911 ... 
6,162 1,911 280 

5.171 1.'" ... 
6,130 2,011 281 
&,138 1.979 307 "lll 2,11" 278 

&,162 2, 147 ... 
&,14( 2,1« 238 
&,162 2,192 261 .. ... 2, ... 270 

,,'80 2,126 243 
6,106 2, 112 ... 
&,180 2,101 226 
11,218 2,066 287 
6,'" 2,03< ... ..... ~~ 2M '.427 ... 
6 .... ,,036 ... '.<03 2,072 ... 
6,«1 2,012 301 .. ... .. ..,. 265 
6,419 2,080 238 
6,397 "142 ... ..... "148 '300 . .... 2,1<2 ... 
6,38. .. ... ... ..... 2,211 327 
6,318 ..... 318 

'.'" 2, ... 279 ..... ..... 298 ..... 2,326 ,.,. 
'.297 ..... 277 

,,329 ..... 279 ..... 2,'" ,.,< ..... 2,<00 286 ..... ,,<00 271 .... , ,,"1 27. 

6,382 .. ... 287 
,,377 2,<" 277 
6 .... ..... .. 3 
'.<00 ..... 300 

Nou-
mom-

her 
d._ 
Its' 

--

103 
103 
108 
11. 

85 .. 
82 •• 
38 
32 
50 
29 
50 

00 
.1 
7< 
71 

77 
78 
71 
70 

106 .. .. .. .. 
42 
43 
40 .. 
" 48 .. 
31 .. 
31 
36 .. .. 
37 ., .. 
30 

38 
34 
33 
63 
00 

<0 
.7 
39 
a. 

Other 
Feder-
alR .. 
serve . .. 

oount'" 

--
3M 
3M 
300 ... ... 
347 
347 
34 • 

347 
300 
300 
"1 
300 

300 
300 ... ... 
"1 
300 • 00 
300 

34 
34 
34 
3.1 

.34 

34 3 ... 
3 
3 

a. 
34 ... 

6 34 
a. • 7 a. 
34 6 

34 
34 
34 .. .. 1 • 59 
35 
3 
35 7 .. • 300 

S5 .. ... 
7 
7 

3' 7 • 2 
3. 
3. 
3' '" 



76 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

No. '.-RESER .... BANI< CREDIT AND RELATED ITEMS, BY WEEI<B, 1928-34 
(WEDNESDAY SEBIEs)-Continued 

[Io mUUoDS of dollar_) 

Da .. 
(Wed ... daY) 

----
1933 

8D.4 .• ______ 
11111.11-. _____ 
laD.IS. ______ 
180.21;.. _____ 

Feb.L _______ 
Feb. 8. _______ 
Feb. 15 _____ 
Feb. ZL. ____ 

Mar. 1. ______ 
Mar.8. ______ 
Mar.IS. _____ 
Mar. 22. _____ 
M 

A 
A 
A 
A 

sr. 28 ______ 

pr.6.. _____ 
pr.12 ______ 
pr.19 ______ 
pr.26 _______ 

ay3 _______ M 
M 
M 
M 
Mao 

ayl0 ______ 
ay 17 ______ 
&1'201 ______ 
yat ______ 

0087 ______ 1 
1 
1 
1 

uneIL _____ 
une21 _____ 
une2B _____ 

1111'6 ________ 
uly l2.. ______ 
tIl1' 19 _______ 
o1y26.. ______ 

A 
A 
A 
A 
A 

DC. 2 _______ 
UC.9 _______ 
ug.16 ______ 
ug.23 ______ 
111'.30,-____ 

pt ......... Be 
Be 
Be 
Be 

pt.la ______ 
pt. 20 _____ 
pt.Z1 _____ 

0. o 
o o 

t."'-_______ 
n.IL _____ 
ct. 18.. ______ 
cL 25. ______ 

0'9'.1 _______ N 
N 
N 
N 
N 

0.,..8 _______ 
o.,..la ______ 
0.,..22 ______ 
0.,..28 _____ 

ec.6 ______ D 
1>00. 
D 
1>00. 

13 _____ 
ec.20 _____ 

71 _____ 

Reserve bllllk cred.lt outstandJD&' 

U.S. 
BOis Gov- Other 

Re-dis- BUIs .... 
oouu .. bough t ment ..... Total 

ed' oecurt '~l .... 
------ ----

25' 33 I,M! .. 2,'63 
24. 33 I,SUI ,3 2,'06 
24. 32 l.m • 2,068 ... 31 1,763 7 ,,067 ... 31 1,7M 7 2,070 
2M 31 1.78< 17 2,086 
280 31 I.'" 10 2,'" 
327 180 , .... 10 2,361 

71. 3IU 1 .... < ..... 
1,414 417 1,881 -88 3 .... I.'" <03 1 .... -9 3,626 

080 ... 1 .... -1 2,'" ... 310 I.'" -6 2,702 

4<1 286 1.837 1. 2.&79 ... 247 1.837 16 "'28 ... 2IlI 1.837 '" 2.490 ... 177 1.837 I' 3..12 ... I" 1.837 .. 2 .... 
338 11a 1.837 • 2,297 
33lJ 7'1 1,831 • 2 .... 
312 <3 1,862 3 ,,21. 
302 20 1,890 7 ... 18 

371 11 1.912 .. 2,21. ... 10 1 .... IS 2,212 
222 • 1,956 8 "19< 
191 8 1,976 7 ..... ... ,. 

1,'" • 2,me 
1" 13 2,007 13 2,20' 
103 '" 2,017 7 2,197 I., 10 ,,028 • ,,201 

1M 8 2,038 -1 

.. -1" B ..... 8 .. ... 
166 7 ..... 8 2,2<0 

I'" 7 ..... 7 .. ... ... 7 ..... 9 .. ... 
1 .. 7 "1" 1. 2,"" 
1 .. 7 2,203 .. .... , 
"" 7 ..... 13 2,388 
133 7 2,37' 7 ..... 
I,. 7 " .... 10 .. ... 
110 7 ..... 7 :",,17 
113 7 "37' 18 2,513 
116 7 ,,<00 • 2,'" 

117 7 2,<20 7 2,6'" 
112 7 ,,<30 -7 ..... 
U1 .. ..... • 2,661 
11' 20 ,,<31 -1 ..... 
119 .. ..... 7 2,681 

no .. ,,<31 7 ..... 
118 no ..... 11 2,077 
116 113 ..... 28 2,'" 
111 111 2,<32 .. ,,07' 

(7..- toomo&ee. _ table 1. p. 87.) 

Tress-

Mon .. 
ury 
and 

tory .... 
gold tional 

.Iock • bank 
cur· ....... 

-- --
.. 237 2,20< ..... 2,206 
<.m ..... ..... .."" .... 1 .. "" <.248 2,203 ..... 2,203 
.. 173 ,,203 ..... 2,218 
3 .... 2,230 ..... 2,256 
3.977 ,,373 
a .... 2,287 

3 .... '.297 '.006 2,3lJ3 
.. 026 ...... .. "'" 2,"" 

""26 .. ... 
.. 026 '.303 
<.026 ..... 
.. 027 ..... 
.. 028 ..... 
.. "'" ..... 
..031 2,'" .. "", .. ... 
.. 031 2,'" 

.,081 2,286 

.. 032 2,28< 

.. 032 .. "" .. 033 2,282 

'.033 2,281 
.. 033 ,,28' 
4,03< ,,281 
.. 0<1 ,,280 
4,,,<1 "281 .. ... ,,280 .. "", 2,281 .. "", 2,2.0 
.. 037 .. m 
.. ..., .. .,. .. ..., 2,278 
.. 030 ,,371 
.. 030 ,,371 

.. 030 2,970 

.. 030 2,"" 

..036 2,376 
<.036 2,276 
..030 ,,371 

..030 2,371 

.. 030 2,'" 

.. 038 .. ,.. 

.. 036 .."" 

T-. 
.. em. ury Non- Other 

Money ber cub Feder-
In "". ban. andd e- mem· a1Re-
cui .. ''''''" e posits be. 

d ..... ..... lion' bal· wJth I,.· ac-
en"" P.R. oouu ... 

bODD . 
-- ---- ----
0.363 2,614 "'. .. 353 
'.3lJ2 2,674 ... .. 353 
6,316 2,M6 ... .. ••• 6,33«, 2,613 ... .1 360 ..... 2,<38 3'9 .. 347 
li,41R 2,419 285 .. 34. 
6,567 2,236 33lJ 88 34. 
6,701 2,371 .26 88 ... 
8,432 '.038 3lJ3 9, ... 
7,261 1,716 317 138 ... ..... 1 .... 3'7 1.2 ... 
8.321 1,918 ... 120 ... . .... 1.987 ... I" ... 
5,074 1,076 '" 1" 347 ,,800 .. """ 300 14. ... 
5.781 "159 ... 163 aM 
0,707 2,138 371 17. 366 

'.007 2.03< <H1 132 ... ..... 2,089 ... 17 • aM ..... 2,11 • 370 17' 3M 
",,"8 2,19< ... 1.1 353 ..... 2,167 ... ... ... 
U80 .. "" 807 197 3" ..... ,,281 3'. 153 351 
'.409 .. ,.,. <0> 152 34' 

'.'" .. 280 317 1" ... ..... ,,21. 331 1M ... 
.. 380 2,'" 353 , .. ... ..... .. ..., ... '" ... 
6,31. .. ..,. ... 186 IU3 

.... 1 2.319 333 188 ... 
,,321 2.316 ... 106 ... ,,326 ,,37' 116 197 347 .. "'" ..... 319 175 ... 
.. "'" ,,<27 ... 202 .. 7 .. ... 2,<39 337 178 ... 
6.315 ..... 317 167 ... 
6.:n8 ..... 3M I,. ... 
.. -2,'" 331 166 347 ..... "021 372 '" ... 
""SO 2,1567 338 '60 ... ..... ..... 28< 1 .. ... 
"321 2,'" ... 187 367 ..... 2,"1 388 178 ... ..... ,,678 373 I.' ... ..... ..... ... 163 ... 
.. 367 ,,887 "'6 1" ... ..... 2,673 .... 1 .. 3M 

~'m- .... , ... '30 3M 
2, ... m 160 ... ..... .. ... 1211 132 362 

,,637 "076 .a 1 .. ... 



RESERVE BANK CREDIT 77 

No. 4..-RBSI!lRVIO BANK CREDIT AND RELATED lTE .... BY WEED. 1928'-34 
(WEDNIISDAT SEBIBs)-Continued 

Resane bank credit oatstandiD.g" 
Tn>ao- Tn>ao-

~ 
ury Mem.- :J. Nan· Other 

U.S. and Money bar ....... Fed ... nate Billa a. •. Other .... ID cIr· bank and de- bar aiBe-(Wednesda.y) - Billa .... Re- Bold <lanai cuI .. ........ ~Ii' di~ ...... ...... Total .1OCk' bank ti ... • bal· ... oount- bought men' bank cur· an ... F.R. _to' ed' ....m. 
ti" credit' 18DCY' banD' 

-----------------"--- --
I'" 

Jan.a. _______ ·106 121 ..... 29 2,688 f.OOO ,,303 ..... 2.710 III I .. 3111 Jan. 10. ______ 
10< 113 ..... 7 2,866 ..... ,,302 '.397 .. m ... 172 ... Jan.l7. ______ 
'01 112 "43. I ..... <,036 .. "" . .... 2,788 fJ11 143 288 Jan. H.. ______ ffI ,0< 2,432 -. 2,01' "036 2,301 ..... .... , 39S '37 287 Jao.al. ______ 83 III 2,'" • "630 <,033 .. "" ..... ..... 397 ,., 287 

Feb. 7. ______ 73 ffI 2,432 • 2,606 7.000 ,,301 a,317 2,730 3 .... If' 299 Feh.lL _____ .. 86 2,432 7 2.693 7 .... "301 6,321 .... , 3.391 I •• ... Feb.2L _____ .. 7 • ,,43' 18 ..... 7."" ,,301 6 .... 2,'" ..... 132 .., 
Feb. 28.. _____ .. 62 "432 a .... 7 7.438 "302 6 .... 3 .... ..... lZ1 ... 
Mar.7. ______ ,. .. "432 2 "530 7 .... ,,31' ,,37' •• 312 .. ... I .. ... Mac.lt. _____ .. 37 2,432 a ..... 7."" '2.332 ..... ..... .. ... '43 30' Mar. 21 ______ &I .. "432 -e ..... 7 .... ..... ..... .. ... 3,262 1M 302 Mar. 28.. ____ .. .. "432 • ... 1Il 7.081 ..... '.336 3,439 3,818 161 803 
Apr.f. _______ .. .. ,,43' • ..... 7,703 ..... li.871 . .... 8,323 1<0 .. 7 Apr.I!... ____ .. '7 "43. <'l. ..... 7,732 ,,38' 6.347 3.660 3," • , .. .,. 
t:~=:::::: <0 13 ,,<30 ..... 7,7411 ,,381 .... 7 8 .... 3 .... '.7 ..7 

<II ,. ,,<30 • :1, ... 7.765 ..... ..... 3,7" .., .. '07 ..7 
May2 _______ 

38 8 ..... e ..... 7.768 .... I 6,3,. •• 670 a,l77 280 ... MayS _______ 37 7 "43. • ..... 7,768 '.'" 6.362 3,078 '.'" '57 .'" May 18 ______ .. • 2.430 8 "472 7,763 2,380 ..... 8 .... ...... .52 ... May 23 ______ .. • ..... -, ..... 7,766 2.376 6,316 a,7~ '.06. 24ll 233 MaySD ______ .. 6 2.430 I 2,470 7.776 2,371 '.336 8,763 3,061 233 ... 
June 8 _______ •• 6 2,430 I. 2.4?S 7.790 "3M ..... '.787 8 .... 230 ..7 June 13 _______ 

28 6 ..... 8 2,472 7,820 ,,36' 6,313 3,895 ..... . 261 238 June 20 _____ 
28 6 ..... • ..... 7.836 ..... 6.310 8.7eg 8.121 ... ... June 71 _____ 
27 • .. <30 8 ..... 7 .... ..... 6,301 .,837 8.077 ... ... 

JuJy8 ________ .. • 2,'" 82 ..... 7 ..... '.3M 6,397 3,7«1 8.11~ ... ... JulylL _____ .. 6 2,'" a "f .. 7.881 ... .. ..... 8.002 3,01" ... .. , July 18.. ______ .. • 2,432 (ry "46. 7.m ..... 5,328 3.987 ..... 822 ... July 25 _______ 
21 • ,,43' -3 ..... 7,911 ..... 6.291 '.020 .. m 820 ... 

Aug. 1 _______ 21 • 2,'" • ..... 7.932 .. 361 6,315 3.916 3,074 2'. ... Aug.8 ____ '>. __ 21 • "432 <'l ..... 7,957 ,,"'7 ..... <,.69 .. .. , ... ... Aug. 16 ______ 
20 • ""I 11 ..... 7.m ,,31' 6,343 ..... 2,976 211 ... Aug. 22. _____ .. • 2,432 <'l .... 7 7,983 .. "'" 6.347 4,072 "ffI. .11 ... Aug. 29 ______ 
21 • ..... • 2, ... 7.981 .. "". 6 .... "127 ..... ... ... 

Sept ......... .. • 2,432 • ...... 7 .... 2,412 8,419 •• 907 '.087 203 ... Sept. 12. _____ .. • ,,431 I. ..... 7 .... 2,414 ..... 3 .... 3,058 2" ... SePt. HL ____ 22 • .... , a "466 7,972 2,412 li,tIt 3,880 B,llM , .. 230 Sept •. 26 ______ .. 6 ,,<30 7 ..... 7.978 ..... 6,4... "ffI. 8,061 186 ... 
Oct. 8. _______ 16 • .... I 8 2,466 7.930 ".07 ~ ... ..... ..... 182 ... Oct. 10. ______ 

12 • 2,<30 <'l. .. ... 7 .... '.'" 6,479 8,979 :1,987 183 ... Oct.17 _____ ._ ,. • ..... 2,457 7 .... .. .,. 6.469 ..... 2,988 183 ... Oct.2L ______ 11 6 ..... • ..... 7 .... ..... 6.'" ..... 8,049 , .. ... Oct.al ______ • II 0 ,,<30 8 ..... 8,'" ..... .. ... ..... a,031 I .. .. 7 
Nov. 7 _______ 

18 0 ,,<30 -. ..... 8,'" " ... ...... <''''' ..... 172 ... Nov.H ______ 26 6 "43. If 2,474 8,030 ..... ..... ,,'07 ..... 163 .. . Nov.2l. _____ 
2' • 2,<30 18 2,470 8,078 2,469 6,4M ',196 2,." ,,. ... Nov.28. _____ ,. • ~ ... • ..... 8,112 ...... 6,ri16 4,108 8,017 '60 ... 

Deo.ri. _______ ,. 
6 ..... • ..... 8,161 2,<78 11,6411 4,073 8.'" 17. .. 7 Dec. 12.. _____ • • ..... '7 2,462 8,'BO ..... 6, ... 4, 112 8,'" 184 ... Deo.19 _______ • 6 ..... 32 :1,477 8,198 ..... "687 ..... 3,221 , .. ... Deo.26.. ______ • • ..... 26 ... 70 8,'" ...... ..... 8.061 3,181 188 ... 

, Less than 1500.000. 
(Por other footnotelll88 table 1, p. 87.) 

ta~r::r!k~ :~Rec&:l~tu!~J~~=p~===~::~h:I:=:v~: 
repon.ed 81m c1reulaUQD. 
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No.5.-RESERVE BANK CREDIT ANDl~7~:ED ITEM. (END 01' MONTH 5"'81>18), 

[In mllUOIUI of dollars) 

Reserv8 bank credlt 00_ 
i 

1 i ~~ ; ,g. ~ .. 
ii . . " 

! 
~ .. I 0:. 

~ t- il 11 S~ D ... h :~ i B~ (End of month) J ~ .ll 
.8 ~I 

"'b i P 
.!l to .. ; ! 

i§ 

:;~ .ll ... 
'" ! I JU ~ ... s ~ = ;J"' :I .. .. ::; 0 ::!! 0 

-- ------ ------------ - --
1917 

I" 92 '" 6' ... 2,636 1.900 3,702 ... ... 8 .. 
1. m .. .. ... 2,'" 1 ..... 3,'" '02 2M I' M 
22 .. 105 .. 280 ,,8IB 1 ..... ..... ,.. 302 14 .. .. 7< 119 80 3IJ1 2, ... 1.'" '.007 712 35' .. ., 
" 112 114 72 ... "'«1 I."" ..... 735 80. 21 68 

202 "" .. 126 ... .. .... 1."'" '.719 1.0<6 "" .. 6' 
134 1 .. II! ... 632 2, .... I,SIOt ..... 1.233 ... 29 .. 
147 ". 78 132 612 ,,878 1.006 ..... 1.010 <23 •• 60 
23. m .. 88 602 .. ... 1.007 3.'" 1,167 "'" 83 81 
520 , .. 11. 17< ... "860 1.913 '.820 1,316 537 32 6' 
'66 

..., 
"" 162 1.213 .. ..,. l.O20 '.'" 1 ..... 457 47 '2 

660 273 122 "6 1,171 "868 1.923 .. "'" 1,441 320 .. 71 

611 ... 131 133 l,t61 2,873 1,931 3, ... 1 .... 537 .. 77 
4lI8 2IJ9 ... 102 1.213 ,,876 1.937 ..... l.flO ... 79 88 ... 327 3'" 115 1 .... ,,878 1. ... ,,1" 1,611 373 III 82 ." ... 78 121 1.405 2,879 1,916 ""147 ).~1 382 .. 87 

June Sat. ____ :::::: 
.., 2M 14' 138 1. ... ..... 1."'" .. ,29 1.440 ... 134 82 
888 217 2M 'JI1I 1.667 2,87" 1.880 "1" 1 .... 348 129 87 

July (FrL) __________ I.'" 1111 67 139 1 .... ,,876 1 .... ..." 1,614 300 124 88 
August (Mon.> ______ 1. ... ... 6' 131 1,871 2,87' " ... ...... 1.619 ... 136 •• September (Mon.) __ 1,692 290 81 '" .. ..., ,,860 1 .... ,,'40 1 .... 366 130 "" October (Sat.) _______ 1,732 383 110 172 ...... ..... ,,8M ..... 1.463 ... 163 1113 

~==-m:t: 1.775 38D 122 16' ..... ,,872 1.7111 ..... ' .... 471 122 116 
1.7156 287 ... ... ,,4l18 ..873 1.796 .... , 1 .... ... 121 Ill! 

191. 
January (Fri.)." •• __ l,MI 281 ... 168 ..... ,,876 ~771 ..... 1 .... ... 13 • 124 
February {Fri.). ____ 1.880 278 '83 119 .... , .. 879 l,747 ..... ~:~~ 671 124 131 
March (Mon.). _____ 1 .... 236 "" .. .... 1 2,878 1.727 .... 1 m 137 1 .. tl':ll (Wed.) •••••••• 1 .... 180 221 105 ..... ..... 1,713 ..... 1.67111 ... 128 1 .. 

In:! ~~~~~f::::::: 2,005 180 230 .. ..... ..... 1.709 .. 631 1. ... 477 148 '68 
1.800 318 ... 102 2,611 ..... I.'" 4."'D 1.758 431 122 146 

JDly (Thor. __ ." •• __ 1 .... 373 ... 116 ..... .. '" 1,706 ..... 1,782 ... " . '60 
August (Sat.). ______ 1 .... 367 271 120 ..... ..... 1."'" .... 1 1,7M ... 102 166 
September (Tues.)._ 1,974 aoo 283 168 2,714 ..... 1.705 ,,'50 1.762 .., .. 173 
October (Fri.). ______ 2,129 ... 801 122 .. ... 2,811' 1.712 .... 0 t~ ". .. 185 
November (Sat.} ____ .. ..., ... 315 166 3,179 2.767 1.711 ,,118' "" .. 'III 
December (Wed.). __ 

" .. 6 
.,. aoo 203 3,'" 2,7117 1.7117 .... 1 1.8110 "8 101 ... 

1920 
January (Sat.). _____ 2,1" ... 304 1111 3,208 2,'" 1.700 ..... ~ ... .... .. 21 • 
February (Sat.). ____ 2,438 536 ... 178 ..... .. ..,. " ... ...,. ~ ... 44' '" ZI3 
March (Wed.) ______ .. 463 420 2!18 160 3,'" ..... 1.887 6,10& 1 .... ... 102 ... 
~l(<ml;:::::::: .. "" 4111 ... '" 3,380 2,654 1.887 ,,122 1 .... 287 .. 2M ..... ... ... '32 3,414 2,'" " ... ,,166 1 .... 267 .. 27. 
June (Wed.). _______ 2,468 ... 341 ,.. ..... 2,578 1,887 ,,'81 1.822 ... .. 28D 
July (Sat.). _________ ..... ... 321 141 ..... 2.675 1. ... .. "" 1 .... 231 .. "'" AuRUSt {Tues.). _____ 2,872 3IJ1 ... 118 .. "" ..... 1.097 6.261 1.793 2M .. "'" September (Thar.)_ 2,728 301 aoo 136 3, ... 2,686 1,702 ..... 1.807 ... .. 322 
October (Sat., _______ 2,8111 ... ... 130 ..... .. .., l,nO 1,.11 1,817 238 22 337 
November (Tues.)._ .. 722 .. 1 ... 1112 "371 2.tllO 1,715 ..... 1.727 .. , 22 34. 
December (Fri.)._ •. 2,887 260 287 120 3, ... ..... 1.700 ..... 1. 731 276 23 ... 

1921 
January (Mon.) ____ .. 457 1M 287 " 2,". 2,'" 1.7117 ,,018 t~ ... .. 301 
February (Mon.). __ ..... I ... 283 32 "87' 2, no 1.722 ...... 27. 27 '17 March (ThUl.). ____ 2,Z13 11. ." to ,,678 2,'" 1. 837 1 .... ... M 3.."/ tf:!1 (Sat.) ••••••••• 2,077 110 287 .. ..... ,,877 l.m 1,793 1.607 ... 34 334 

JO: ~;::g::~=:=: 
, .... " ... 23 2,273 ..... 1,745 ,,728 1 .... 283 80 .,. 
1.751 to ... .. .. "'" ...... 1.7'" ..... 1. ... '" 28 .,. 

July (Bat.). _________ 1 .... 18 ... ... 1. ... .. ... 1,742 4.610 1.625 241 .. 34' 
A"""" (Wed.)_ •••• ~:m .. 230 .. 1.778 3,162 1,'" ..... 1, Gig ... .. ... 
September (Fri.> ___ .. 228 ,. 1.700 ..... 1.7811 .. m 1. .. 1 317 .. ... 
October (Mon.). ____ 1.111 .. 193 1. 1,607 1,'" 1.821 ..... 1. ... ... II .'" November (Wed.)_ ,,182 73 ... 27 1.487 ..... 1."1 ..... 1.810 261 71 ... 
n~~(AaLl __ 1.1" ,.- ... .. 1 .... ..... I .... .. ... 1.7&1 at. '" ... 



RESERVE BANK CREDIT 79 
No. i.-R&SEBVE BANK CODn AND RELATED ITEIIS (END 0" MONTH SEBIl!lS). 

1917-34-Continued 

lIn dona of dollars] 

Reoerve bank credit oulalandlng ";I ; b' i i ~ 

I 
,,01 

i . :i ~.; t 01 • 
~ . 

~~ ;~ n ... h =~ i ...... ' " (End of month) 1 ~ ~; "'~ iii I ,,8 ta .. r .!! .ll'" t:1I~ U g 

.111 J ~ '" ~!l !l hJ I t ... 8 ~ e 5 = b 0 ~ ;.; ;.; ;.; It: '" '" 0 -------------------- - --1922 
January (Tu88.)_ 8311 '16 203 14 ~221 ~ ... Us. "I .. 1,ft'/8 807 .0 ... 
~~~~::: 713 03 <OS 18 1.233 '.436 1,836 ..... 1.710 274 as 28' 680 lOS 48_ 8 1,249 '.463 1.842 4.210 1,709 813 .. 284 

~l~!lS:::::::: 510 01 687 20 1.208 3,477 1,850 4,181 1,766 27_ 48 281 
471 118 603 2 1.19.5 •• 484 1,861 "168 1.782 275 S. 281 June FrL) __________ . 461 I_I 60S .. 1,202 .. '" 1,868 4,178 1,820 ... 30 283 July (Mon.). ________ ... 140 537 17 1,100 3,'" I .... 4,137 1,761 300 27 28. 

te~~g~fal.):::: 397 130 607 .- 1,130 .. '" 1.878 "193 1,804 27S ,., 
28~ ... ... 483 68 1,249 3.'" I .... 01.,321 1.857 ZlO 26 280 October (Tues.) _____ 616 258 ... 41 1.233 3.601 I .... ..... 1.813 357 .. 287 November (Thor.) __ 850 259 304 41 I .... 3.619 1,928 4,417 I. 80S ... 10 288 December (Sat.). ___ 018 272 436 79 1,405 3,642 1 .... ..... 1,9M ... .. 27_ 

1023 

i:::: 097 169 11M S. 1,1701 ..... 1 .... .. 327 1.918 ... •• 27S ... 208 ... 46 1,218 3,670 1,977 4,418 1.888 ... .1 27S ... 268 ... 68 1.270 ..... 1.930 ..... 1.868 311 20 270 
'35 272 185 .. 1,211 ..... 1.Il00 4,.472 I .... 259 21 270 m 259 10. 1_ 1.?2J7 8,741 I .... 4.610 1,900 ... .. 28. 
83' 206 102 68 1,202 3,763 1,975 4,636 l,8li2 248 29 280 
826 183 .. '1 1,148 3,792 I, .. S 4, .. 0 1,878 35s 23 270 
865 172 102 .0 1,179 3 .... I .... ..... 1.848 26' 20 280 
8M 172 98 59 1,212 ..... 2,003 ..... 1,839 ... ,., 281 
8M 206 .. .0 1,219 3,880 2,OOS '.642 1,895 268 ,., 

28' 803 300 104 10 I.'" 3,'" 2,007 4,731 I .... 351 22 28. 
'23 2M 134 27 1.233 3,967 2,009 4,767 I .... 351 23 27. 

~~~1~Lj~-_::: 53' ... lOll 27 972 4,002 2,011 4.490 1,9&1 35. 22 270 
S .. 268 165 86 ... '.036 2,014 .. 300 1,900 259 21 268 March ( 00..) ______ . 518 228 ... 17 1,026 .. 077 2,015 4.612 1 .... 328 22 ... t/:'ll \l:edL------ 44' I .. 302 .. • 911 4,121 2,017 4,600 1,946 ... 26 268 ay~t.)---------- 441 30 ass 18 ... "I" 2,019 4,618 I .... 270 21 264 

~~r; (Tb<:;:~:::::::: 3M 37 481 3D 831 4,201 2,019 4,662 I .... 26. ,., .61 ... 23 5,., •• 67S ..... 2,018 ..... .... I ... 3. ..-August (8o.t.L ______ 27S 68 84 • .. 023 ..... 2,018 4,672 2,'" 35, 33 268 September (Tues.) __ 27_ 13. 5'_ 30 1,014 ..... 2,017 4,676 2,111 278 .0 259 Ocwoor (Frl.) _______ 264 200 ... 3 • 1.084 '.222 2,020 4,666 2,138 .. - 29 258 November (Sat.) ____ ... 314 ... 47 1,186 4,240 2,'" 4,765 2,143 35- 29 ... Deoember (Wecl.)_ 3 .. 387 ... 84 1.302 4,212 2,035 4,'60 2,220 263 89 ... 
1035 

lanuary (Sat.) ______ 322 313 891 01 1.087 4.136 2,'" 4.&15 2,U19 278 41 26' February (Sat.) _____ ... 81, 879 58 1,179 <.077 2,'" 4,661 2,176 35. 34 26. 
tf.~8'H~'!:.-:::: 408 3" 860 83 .,116 4,052 2,016 4,626 2,114 25' 26 264 ... 262 348 .. I .... ::m 2,009 4,496 2,186 ,.,- 30 264 ay~t.)---------- 46. 288 348 .. .,14.1 2,003 '.'" 2,135 .. - 31 263 lune Tues.) ________ .01 ... ass .. 1,1" t~ 1.997 . .... 2,172 ... 27 268 July ( 1.) __________ 517 207 ... .. 1.093 I .... '.50S 2,148 226 35 268 
:e~t!~~~8ci:):: ... 21. 330 SO 1,169 4,096 1,988 4,679 2,137 "'0 23 264 ... 268 ... 41 I .... ..... 1 .... {,629 2,210 ,.,0 27 269 October (Sat.) _______ _10 34, 327 59 I. ass '.120 I .... ..... 2,214 258 .. 271 
~=:: (~::~:: 688 ... ... 83 1,421 4,110 1,981 4,767 "197 268 33 273 ... '.,. .,5 67 I .... ',112 1.977 4,817 2,21. 210 29 27' 1920 
Jao.uary (Sal) ______ .01 802 851 ., 1,191 ,,135 I .... ..... 2,198 351 22 273 February (Sat.) _____ ... 301 327 48 1,261 ,,136 1,981 ',617 2,187 275 .. 27_ Ma.rcbCWed) _______ 641 250 330 .. 1.262 4,156 l.983 4,673 2,216 309 22 281 t/:ril~'rL)---.. ---- 680 210 ... 41 to .. 4,151 1,98' ~-.. 2,194 237 .. 28' .Y! 00,/- __ . ___ . 55' 233 ... 01 1.248 ,,146 I .... . .... 2,1 .. ZlO .. 283 lune Wad. ________ SOl "0 ... 39 1,1904 4,100 I .... ..... 2,229 '12 .. 282 
~~~~a(*e.;,-):::::: ... 21_ m .. 1.206 4,184 I .... 4,622 2,206 ... .. 283 641 258 222 so I .... ,,186 1,984 ..... ..... ... S. 285 September (ThUl&)_ 681 2Sl 304 48 1,314 .. 179 I .... .... I 2, ... 266 .. "1 

~=~~f.):: 600 ... 301 ., 1,361 4,186 I .... .. ,.. 2, ... ... SO ... 
~ ... 306 ~ 1,876 4,190 I .... }:.: 2,,.,, ~ !! ~ ... ... .... . "'" . ... ~ ... 



80 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

No.5.-RESERVE BANI[ CREDI~l~~f~cl'~;:i~u~~''''S (END OF MONTH SERIES), 

[In mlII1OD1 of dollarlll 

Date" 
(End of month) 

Reserve bank crecUt outstandIng 

i 
;3 .. 

i 
.!I 

I 
------1-- ------------ -- -- - ---

426 321 304 
410 296 318 
451 239 348 
477 238 m 
459 228 343 
f43 211 370 
f42 172 392 
401 186 473 

....., "'" "'" 412 342 622 
477 3M 1MB 
682 392 617 

... 3'19 ....., 
493 3« 408 
600 3m 396 
834 357 296 

],021 m 220 
1,(1g5 217 236 
1.031 162 216 

August ( .).______ 1,108 192 219 
Sept. (sa,\t--------- 1,071 284 243 

~~t;~~(1rl):::: I,: :: ~ 
December (Mon.) ___ I,OM 489 228 

19211 
Jan am 440 an 

~!'roo ~:: 1.= = i~ 
tfar: ( ______ ::: 1.= ~~ ::: 
June (Sat. __________ 1.031 82 216 
July (W .) _________ 1.076 75 147 

:e~~~~·MOD:[: 1.rs: ~ ~: 
October (TbW'3.)___ 1.000 3M 321 
November (Sat.) ____ 1.030 2M 326 
December (Tuas.)__ 632 392 611 

1930 

~~~~rh::::: Ma.rclI( on.) _____ _ 

tt: (':.te:f~~::~:::: 
... ... 
810 
233 
313 
212 
3lO 

'1' 212 
'JJY1 
:nO 
2M 

... .,. 
:no ..., 
2711 636 
210 630 
l&I .,.. 
128 .. 1 
130 671 
lea ... 
2D9 fIi11 
163 ... 
175 59D 
3M 72Il 

m 125 810 
198 109 699 
2SO IlK 699 
161 163 398 
174 125 6Sl8 
ltD 106 e68 
196 73 m 
273 21& Tl8 
833 f69 742 
728 elu m 
!!! ~ I!Z 

2) 1.070 4,277 1.900 4.669 2,718 ut 23 
2J 1.107 4,200 1.002 4,698 2,229 2M 23 
36 1,073 4,310 1,996 4,676 2,237 200 21 
42 I, 084 .. 323 I, ggg 4, tI04: 2, 261 225 22 
17 1.047 4,321 2,006 4,606 2,197 239 33 
68 1.082 4.300 2,003 4,664: 2,24.9 :u2 34 
86 1,093 4,203 2,003 4,559 20m 229 28 
43 1.102 4, 301 2, 003 f,667 2, 2W 218 30 
'Z1 I, 231 .. 28C 2, 00& 4, 661 2, 293 236 29 
21 1. 296 .. 2M 2, 004 .. 669 2, a24 228 41 
36 l.flO 4,164 2.006 4,8M 2,379 3:16 33 
&< 1,666 ............ 716 .. ..., ..... 

16 1.2M 
19 1.264-
21 1,365 
8 1.496 

161, MB 
38 1,1186 
25 1.433 
as 1.6S3 
44 1.641 
26 1.624 
216 1.837 
36 1,809 

87 1.484 
38 1.610 
89 I,Me 
36 1.32'1 
32 1,360 
M 1,400 
49 1.347 
ea .. 440 
4.6 1.fS8 
ff1 1,743 
65 1.677 
.a 1,683 

42 1,3)0 
37 1,146 
215 1,149 
33 1,'" 
23 1,049 

~ 1.~ 
40 1,026 
25 1.103 .. .... 
30 1,079 
211 1,371 

..... 
,,070 
f,018 '.919 ,,873 
3.822 
U26 ..... ..... ..... 
3.841 ..... 
3 .... ..... 
"flOl .. .,. 
f,014 
.. 037 
"OM 
.. 073 ..... ..... ..... .. "" 
.. ... ..... 
.. 136 .. ,.,. 
,,230 ..... ,,230 ,,21' ..... ..... 
'.'" ..... 

..... ,,007 ..... ,,007 
"008 '.006 ..... ..... 
"008 2,011 
2,012 
"012 

2,011 
'.008 
2,013 
2,016 
2,018 
2,019 
2,013 ..... 
2,010 ..... ..... ..... 
,,021 .. .,. .. .,. ..... ..... ..... ,,023 ..... 
.. o:n .. "'" .. "'" .. o:n 

.. 3110 ..... ..... 
4.461 
f,467 
f,6IO 
f,414 
4,ti16 ..... 
4,619 
..703 ..... 
4,370 
f,4U 
,,461 ..... 
.... I ..... ,,'30 ..... .. ... 
.. .. 1 ..... 
,,078 

.. :nO ,,200 ..... 
4.189 ..... .. ... 
,,139 .. ... 
4,2101 .. ",. 
,,371 ...... 

2,391 230 24 
2,376 233 23 
2, 366 226 23 
2,442 231 30 
2,371 2M 25 
2, a26 224 29 
2,267 22li 29 
2,294 224 28 
2,334 218 'K1 
2,371 228 28 
2, 373 241 26 
2,1J8g 226 71 

2, 362 223 2G 
2,362 228 26 
2,367 22fJ 41 
2, 282 243 3li 
2, 288 248 33 
2, 356 240 28 
2.366 22& 28 
2,33:" 218 24 

~= ~ :: 
2, 458 268 26 
2,aM W ao 

2.293 :Me 26 
2, 2GO 261 26 
2,M7 261 28 
2,386 ZM 'II 
2,369 260 :u 
2,38SI 237 40 
2,396 23e 28 
2,378 231 24 
2,W 2M 2B 
2,418 230 29 
2, 373 236 26 
2,471 230 21 

... ... 
2'11 ... ... ... 
2!Hl ... 
"" au. 
304 
301 

3IJ9 
311 
313 
31' m .26 
'20 
334 ... ... ... ... 
30' m 
363 
360 

,373 
374 ". ... 
'00 ... 
.011 .... 
... ... ... 
"" ... 
391 ... ... ... ... 
366 .11 



RESERVE BANK CREDI'I 81 
No. 5.-REsBRVB BANI< CRBDIT AND RELATED ITEMS (END 01' MONTH S"R'''.). 

1917-34-CoDtinued " 

pn mQIJons or dollars] 

Reserve bank credit outstanding i i .to: :5 t ~ "'. 0 i" ij 

if 
" I i . ~ 1 ~J .- l" Date am 

~i '" B~ (End of month) § 'I E" i ~ d ~ U t: P .!l "',g 

Jii 
§ .. s 1:1 ! 

;3 d ! g 
~ i b ;3 .. g :a .. .. b 0 lS ... lS 0 -------- -------- ----- --

'932 
809 '63 7<0 .. ',856 4,'20 ..... .. 3M 1.947 2M '07 86' 
828 '09 7 .. 82 1,709 4,067 "OM 6,317 l,84Q ... 63 847 lEI. 88 812 '8 ',60'/ 4,'03 ,,060 5,172 ',924 ... .. 350 ... 48 1,228 '8 t= 4,080 ,,060 ,,'78 ",2< 206 78 m ... 36 l,M9 '" ..... ,,059 &,193 2,113 "7 '09 ... 

~~M-e(i.5::::: 
<40 ffl 1.7M •• 2,310 3,632 2,057 ..... t~ 222 .. ... 
638 43 1,841 ,7 ..... 3,687 ,,056 ..... m .. ... ... 34. 1,852 12 2,33' 3, so, ,,'06 ..... ",<0 ... .. 84 • 

~fto~b~~~~:::: 332 33 1,864 H "Z13 8,006 ,,'M ',366 ..... ... .. ... m 34 1,851 .. ,,22'1 3,977 "'86 ',m 2,'" 218 3' 867 
N ovem!)er (W oo.} ___ 309 36 1,851 8 2,"" 4,063 .. , .. 5.361 2,411 27. 50 ' .. 7 December (Sat.) ____ ... 33 1.856 .. ... 46 ..... .. ,.,. 5,'" ..... ... 43 ... 

'1133 

27. 31 1,763 ~ 2,077 4,266 2,"" 15,368 2,44.8 333 M ... 
"'" ... ',886 10 .. , .. ..... 2,217 .,'" 2,141 m 80 .<6 
"7 80' ',838 3 2,.93 3,9915 ..... 8,033 1.949 ... m ... 43. 171 1,837 , . 2,459 4,026 ..... &,718 2,132 .97 '88 ... ... -20 1,800 7 2,218 4,028 2,298 1),526 ,,'67 ... ". ... , .. 48 1,008 '0 ..... 4,031 ..... 6,434 .. ... m , .. .<0 ,., ...... • 2,209 4,033 ,,281 6,343 ~m 35' , .. ... 
'63 7 2,129 8 2,297 4.041 2,281 6,326 84' '97 847 
'28 72,717 • ..... 4.037 ,,218 6,363 2,'" 331 '38 , .. ". 7 2,421 • 2,MB 4,038 2,271 ','" 2,88' m '78 ... ". 34 2,432 7 2,581 4,03, 2,'r17 6,466 2,673 36' 1<2 ... .. 133 2,07 ,., 2, ... <,0" "30' 6,619 2,'" 287 '32 360 , ... 
83 )11 2,484 2 ,,630 4,033 ,,302 ..... ..... m H' 287 
M ....... 8 .... , 7,438 2,302 6,'" ~:m 3,<40 '27 ... .. ~ 2,447 15 ..... 7,69' .... , ..... 3,202 157 m .. 9 2,431 • ..... 7,767 ".78 ..... ',600 8,148 288 236 
31 Ii 2,430 -. ..... 7,778 ..... 6.367 8,'<6 3,062 222 ... .. Ii 2,432 10 .. .,. 7,856 ..... 6,373 8,8<0 3,OM 233 23. 

September <"~ii.}=:: 
.. • 2,432 3 ..... 7.931 ,,36' 6.317 tm 2,971 207 ... 
23 6 2,432 • ..... 7,978 ..... ..... .. 968 208 ... 
" 6 2,431 11 ..... 7,978 ..... 6,468 a,ga4 3,061 .78 228 

g~~~~W~Jj:::: 11 ...... 8 ..... 8,00' ..... 6,453 ',006 3,031 'M 237 
11 ...... • "'63 8,'82 ..... 6,549 4,OSI 3,022 ,., ZI' December ( 00.)_. 7 6"", 20 ','" 8,238 2,611 6,'" ... .. 3,.50 '80 ... 

pRevlled.. 

(For other footnotes 888 table I. p.67.) 
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No. G.-RESERVE BANK: CREDIT AND RELATED ITEMS, CALL DATER, 1920-34 

(In milUoIU of doUan] 

Reserve bank credit outstandwg . 
i i . 

h "-
Call date- ~ I 

:~ 

~ ~'§ ~l 
'" ~~ 

... 
a a ~~ :a 
'" '" ~ 0 

(? 
-- -- --

192O-1une 30 (Wed) - ..... ... '341 ,.,,, '3,343 
Dec. 29 (Wed). _ 2,.731 ""7 288 '110 ' ..... 

192I-Apr. 28 (Thur). 2,062 lOS 288 31 it: June 30 (Tbur.) 1,751 40 ' ... •• Dec. 31 (Sat.)._ .1,144 If. 234 .. 1.663 

t922-=J: l~~t-:: 613 ., ... 7 1.177 .. , ,., ... 24. '1,202 
Dec. 29 (Fri. ___ ... 271 ... 83 1 .... 

una-Apr. 3 (Tues.) __ 723 ... "". 51 1.284 
JUDe 30 (Sat.) __ S" 206 162 58 1.262 

te::~'3114(~~Jj: 8M 181 III '/I 1.227 
'/23 ... 134 27 1.238 

1924-Mar. 31 (MOD.). 5'S 228 263 17 1.626 
JUDe 30 ~OD)_ 33' '7 ... 3<1 831 
Oct. 10 W~-- 226 11.) ..,. .. I,Ofl 
nec.31 ( .l- ~ 387 "0 .. I.'" 

1926-Apr. 6 (MOD.)._ 402 3<16 ... 'S 1.U6 
June30)Tues.). .. , 2M 3M •• 1,144 

~:::~lt(~:3 608 ... 332 " 1 .... ... • 74 376 '" 1 .... 

1~Apr.12(Mon.)_ , .. 262 363 I' 1.166 

tu:;:r j;;r;~~: '2' ... ... 3D 1,191 
637 381 316 •• 1,381 

Hrn-r~e: m.~·3 467 231 342 23 1 .... ... 211 376 58 1.682 
Oct. 10 on.). ... ... 603 29 1.236 
Dec. 31 (Sat.). __ ... 3.' .,7 .. I.'" 

1928-Feb, 28 (Tues.)_ 481 ... 401 1. 1,24:7 

b~~~33f'~e~j~:: 1,095 217 23. 38 1 .... 
1.626 3" 231 .. 1,631 

Dec. 31 (Mon.)_ 1.056 "'" 228 36 1 .... 

1929-~~.:: Wa~3!_ I,O'>..A "'" 17. 27 1.429 

t.~ 82 2'. .. 1 .... 
Oct. 4 (FrL). ___ 297 134 .. 1,414 
Dec. 31 (Tues.)_ 632 392 '11 48 1 .... 

1930-=':~Uo~~t_ 
,.,. 2'/9 '29 38 1.061 
2'/2 128 69' 27 1,018 

Sept. 2f (Wed.) 167 198 602 34 991 
Dec. 31 (Wed.). "1 3M .". ,. ~'73 

UrU-Mar.25CWed.). 165 83 ... 11 ... 
~U:.~~i:::t 14. 100 ... 26 ... 

.2.6 '23 7'" 34 1.632 
Dec. 31 (Thor.). 638 339 S17 .. 1.863 

193a-1une30(Thnr.). ... 67 1.784 '9 2.310 
Sept.?o(t(Fri.) __ .32 33 l,8M " ..... 
Dec. 31 (Sat.) . __ 230 33 1,865 22 "146 

1933-Jone 30 (FrI.). __ 164 48 I,m 10 .. "" Oct. 26 (Wed.). 11. 7 ..... • ..... Dec. 30 (Sat.). __ 98 133 "427 .. ..... 
193f-Mar. S (MOD.). ... 62 ,,"7 • ..... June 30 (8at.) __ .. :; 2,432 10 2,472 

~:;j~l:::t 12 6 .. "'" • .. '" 7 . .. "'" .. ..... 

~ t i I " ~~ ~ ... e i =~ .. ~~ 

I P 
.!! ::8 
J .li 

~ :!l -- ------
2,678 !,G87 6,182 1,822 

'2,610 '1,713 '5,343 1,743 ..... 1.113 •• 763 1,667 
"'88 1,750 4.624 I."'" 
3,373 I .... ...... 1,763 

3,"5 I.'" .,201 1,719 
3,498 1,862 4,176 1.820 ..... 1.~1 .... 7 1,919 

3,683 I .... 4,451 1,891 
S, 763 1,(175 ..... 1,862 
3,832 I .... 4,619 1,870 
3,967 ..... ",757 I."" 
'.rm 2.015 4,812 1 .... 
•• ~)l 2,019 ",562 1 .... 
4,216 2,018 '.608 2,114 
4,212 ..... ,,766 .. "" 
.... 7 2.016 .. ... ..... 
'.673 1.997 ",524 2,172 .. ... 1 .... ..... .. 145 
4,,112 1. 1m 4..817 2,212 

4,165 1 .... 4,813 .., .. 
"166 ~ ... .. ... .. .,. .. ,.,. I,WI ..... .. 1 .. 

4,313 1 .... 4,536 ..... .. ... ...... ..... ..... 
"286 ...... .... 7 ..... .. ... 2,006 4,716 .. ..., 
".f11S .. .., ...... ..... 
,,822 ,,006 4.510 ... 2.6 ..... 2,010 4,620 2,3SO 

3.'" 2,012 ..... ...... 
3.867 2,012 ..... 2,332 
,,007 2,019 .. , .. 2.'" 
"087 2,010 ....... ,,3<1' 
3.997 ..... 4,,618 ..... 
4,137 2,'" "203 ..... ..... 2.'" 4,235 2,389 
4,219 ..... f,lt8 2,416 ..... ,,027 '.'" 2.f71 

<.402 ,,027 '.260 .. 367 ..... ..... ..... 2,381 
4.470 ..... 4,1/.7 ... 29 
4,173 .. ... 6,300 1.1iI61 

3.'" 2.057 '.408 1 .... ..... .. , .. ..... .. ... ..... ..... ..... ...... 
,,001 "286 ..... 2,2112 ..... "277 6,321 ..... .. ... .. ... .. ... .. 7211 

7.505 2.3<12 .."" .. , .. 
7 .... ..... '.m ..... 
7.900 2,410 ..... 

~= .. ... "',!1 ..... 

.$~ 
",< .'" ",; 
1: 
~i 

~i 
--
"'" '238 ,.,. 

,m 
'310 

230 
263 
232 ... 
24. 
267 
261 
328 
262 ... 
26' 
Zl3 .,. ... ., . 
276 
"2 
2,S ,.,. 
242 
223 

'226 

231 
224 ... ... 
m ... ... 
"'" 236 
237 ... 
230 
26. 
271 
262 
27. 

222 
316 ... 
299 ... 
"'" ..... 

3,015 ....... .. "" 

is 

1 
! 

I 
:£ 

-
' .. .. 
34 
211 
27 
37 
3<1 
28 
21 ,. .. 
23 

22 
23 
26 
3D 
34 
27 
28 ,. 
23 

'" .. 
23 
34 
31 
26 
22 
2lJ 
.2 
2'1 
28 
28 
". 
3<1 
26 
40 .. 
28 

24 
77 

134 
110 .. .. .. 
'66 
167 
132 

'36 
232 , .. , .. 

: 
I "'. e" .~ 

U 
g 

280 
1 .. 

318 

,." ,"'" 
27. 
2'/9 
280 

"" ,m ... 
261 ... ... ... 
2113 
2611 
27. 

28' "'. 293 ... ,.. 
302 
3<1' 
311 
320 

."" ... 
363 
374 

""" 393 ... 
''''' 39' ,., . 
3M 
37' ... 
3M 

34' 
36 • ... ... 
367 ... 
293 

23' 23. .. , 
'RevlMd. 

C~~!r:d';!I:atac::e~e:, =s~[u:r::!r~:8=t~U:-~=::' =:'R~~ O~!': 
or Lhe May 4 and Nov. 16 calis in lw.!O DOt available. 

(For oiber footnotes_ table I. p. ffI.) 
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RESERVE BANK CREDIT 

No. 7.-RBSBRVE BANI[ CREDIT, ANNUAL AVERA.GES, 1915-34 
(Avemges of claDy figures. In thoDSlUlda of do1lan) 

~ 1 __ B_ills-;;&D,d_sectU"itIa! ___ .-hel_d_b...:y,F_-__ Boserve-;-_banka-;; ___ 1 Due 

eredIt Bllls dfs-- BOls ~~_ O:er ~~:f r=::U R:e Year 

~Jiu.. Total oounted I bought .:TtL. curities -n:'~ banks float 

1915______ t 60.149 
191'-_______ t 163,350 
1917______ 5Zl, 120 19l8... ________ 1,723..168 
1919________ 2, 625" 406 
lUL______ a, 390. 422 
1921________ 2,198, 238 1lI22.._______ ~ 226, 334 
1973_________ 1. ~ 762 
192L________ 996. 467 
1925__________ 1. 196,397 
19'26 __________ 1.257,859 
192'1 __________ 1.175,036 
1928_________ 1, li06, 086 
19211_________ 1,459,264 
1930__________ 1, 086. 870 
19:U __________ 1.273.611 
1932 __________ 2, 076, 714 
1933________ 2, 428. 829 11134 _________ ......... 

00.149 
163,360 
439.m 

1,556.162 
2,484,021 
8, 232, 1M. 
2, .... :184 
1.,186.166 
1,,1f7.9M .... .,. 
1.138,6<2 
1.3)6,379 ......... 
1" 467, 3n 
1.4J .. 12G ......... 
1,251,058 ......... 
2,421.566 
2,495,497 

",3n 
24,140 

193,783 
1,134.486 
1,905,697 
2, 523.073 
1. 'lV7, 226 

671,220 
73~"" 
372,607 

:~~ 
.... 287 
839,942 
951,648 
271,7'rt 
328,7%1 
6:.1),637 

·283,229 
36,~1 

10.430 

~"'" 150,09t 
287,147 
323,939 

3:f:m 
159,102 
226,767 
172,437 
287 .... 
281,101 ....... 
i27,806 
241,399 
213,201 .... "" 
~= ",,<2 

7,931 17,f17 ________________________ _ 
47,161 26,M! ________________________ _ 
89,'1l1I 6.893 ________________ '83,143 

134,177 352 ___ .____ 636 '166.470 
2M,31M 1 ________ 2. 766 I 138,. 620 
323,661 ________ ________ 193 1167,475 
263,864 4f ________ 692 46, 262 
451,777 66 ________ 6911 40,470 
185. 604 86 ________ 701 66. 087 
402,271 1,210 ________ 6t4 47,298 
3M, 760 2. 473 ________ 671 56, 184 
349,599 3, 396 ________ 674 50, SOD 
417,480 1,513 ________ 8,643 41,8M 
297,499 2.124 _.______ 603 37,111 
207,659 13,420 ________ 732 "',406 
663,672 8, 295 ________ 8(M 29,171 
669,013 10,058 ________ li,321 17,292 

1,461,258 9,649 ________ 4,687 9,641 
2,052.160 8,295 ________ 3,689 3,674 
2. 431, 673 637 2. 143 2, 668 4,335 

~ ~~ve~~:'b~~o~~e::r~i:i~:~=::~~iable . 
• lnc1udl'll GoV8nlll16Dt overdrattl. 

No. 8.-RESERVlD BANK CREDIT, BY MONTHS, 1932-34 
(Monthly averages of daUy..8gurea. In thousaDds of dollarsJ 

U.S. Ind ... Bills Bill. Govern- Other trial Month Total .!s- bought ment securt- ad· counted 1 securt- ties V&D ... ties -----------
193~~:::::::::::: 1,864,121 827 .... 220 .... 759,252 33.681 --------1,784,734 847,619 160,817 742,816 27,186 --------Marm _______________ 

1,651,590 714.142 106,358 809.087 .. ,., --------
tf.'::::::::::::::::: 1,6\0,637 00-;,054 62,174 1,014,032 <,831 --------1,969,467 486,470 41,013 1,412,611 5.094 --------JUDII _________________ 

2,262,095 491.'992 49,990 1,007,121 6,521 --------July _________________ 
2,421,929 622,888 50,771 1,818,465 6.892 --------August ______________ 
2.:M2.815 450,771 37,066 1,850,218 6,026 --------September ___________ 
2.282.466 386,918 ...... 1,M-1,m 6,283 --------October ______________ 
2.231.393 3Z1,637 33.518 1,851,306 ..... ---.----November. __________ 
2,211,403 313,048 34.394 1,850,772 5,411 --------Deeember ____ • _______ 
2.191,100 ....... 33.760 1,853,1509 li,414 --------

Im-a~-~::::::::::: 
2,109,748 255.274 32,108 1,806,410 <'''' --------2,224.284 ...... , 101,516 1,804,034 4,201 --------3,237,313 998,768 378,678 l,876,n ..... --------

tr.:::::::::::::::::: 2,614,858 428,606 230 .... 1,837,423 5,566 --------2, 285, 784 .... "" 85,001 1,84t8,3SS '.420 --------lune _________________ 
2,208,022 249.872 12,476 1,933,428 3,643 --------luly __________________ 
2,211,451 161},624 16.982 . 2,015,642 2,116 --_r ____ AulfUBl _______________ 
2.238.573 168,923 7.522 2,063,839 ~:ti~ --_.----September ___________ 2,358,406 137,647 7,0'16 2,201,8Z1 ------.-October __________ • ___ 2,492,440 119,495 6,739 2,355,148 1,64.4 --------November ___________ 
2,573,978 114,001 15,088 2,436,957 1.670 --------December ___________ 
2,600,361 116.868 100,820 2,432, 200 I.'" --------

19M-ir~:~::::::::::: 
2,655.709 100,611) 113,348 2,432,461} 1,394. --------2,597,180 70,003 86,699 2,432,433 1.227 -._-----2,535,346 66.350 39.632 2,437.218 606 .. -------

U.':::::::::::::::::: 2,606,828 43,141 16,441 2,438,628 ... --------2,478,833 35,879 6,153 2.430,737 "'. --------June _________________ 
2,464,442 28, 140 5,UK 2,423,839 5" --------July __________________ 
2,469,470 23,221 6,261 2,431,832 ... ----i4ir August _______________ 2.463.355 :II .... 6,191 2,431,681 431 September •• __ ._..-____ 2,468, 783 21,878 5,431 2,431,100 '<6 1,428 October ______________ 
2,456,856 12, 16& 5.'" 2,430.065 2M ..... November ___________ 
2,4&,970 17.960 '.S07 2,429.834 -----.-- 1,9&5 December ____________ 
2,472,064 g .... 5,661 2,430,214 _._----- 11,783 

Due 
'rom Reserve 

foreign b""k 
bank. .Hoat 

----
8,'" 13,828 
•• 600 '.697 7,846 8,431 
6,339 11,107 
4,821 9,458 
3,64.8 10,825 
2,739 12,174 
2,708 6,829 

'."" 6,179 
2,732 10,918 
2,797 4,981 
2,"" 13,969 
3,231 8,03' 
3,612 4,47. 
3,612 124,395 
3,676 9,244 
3,677 5,471 
'.800 ..... 
3 .... ,,182 
3,892 ..... 
3.733 .... 
3,051 6,463 
8,773 ..... 
3,442 14,38 
3,378 4,501 
3,01.01 B{3S7 
3.208 
3,131 4,Om 
3,132 2,211'/ 
3,129 8,613 
8,133 ..... 
3,129 ...... ..... 5,978 
1,012 3,112 ... 3.680 

801 13!M7 
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No. 9.-DEPOSITS, TOTAL GOLD RESERVES AND OTHER CABH, NOTE CIRCULA
TION, AND CASH RATIO 01' FEDERAL RESERVE BANKS, BY MONTHS, 1932-34 

[Montblyaverages of daDy figura. Io thousands ot dollanJ 

Deposits Gold l'8II8I'VfJIIand 
other cuh I 

Federal 
Month U.S. 

reserve C.,b 
Member For· notectr· raUo 

Total bank Gov-
~ Other Total EI"" cuJatlon 

""""" 
.... 
ment 

------ ------------ --------
1932 lanuary. __ ._ 2,130,148 1,979.097 37, M&: r78,510 rM.U6 3.251,003 1,«4,M'/ 2,61)2,23& ".0 

:::r~~:::: 2.. 014. 3Q1 1,907,477 33,919 ....... r 28, 644 a.'lZ1om 1,4.66,714 ..... , ... ".0 
1, 976, 263 1,898,966 39,214 '1.6,936 '21,149 3.263,963 1,630.427 2, GOfi, 484. 71.2 

tf,.r::::::::: 2,102,019 1,996.009 012,768 '40,823 '22,431 at 303.481 1.M4.669 t~:~~ TO •• 
"200,802 2,137.649 38.146 '47,267 r 29, 240 3.188,944: 1,376,477 ".3 IUDe_._._. ___ 2, 166,897 2,061,916 39.M7 '33,728 r31,'1IJ1 ......... 1,061,898 2, 630,1&1 ".8 luly _________ 
"094,34' .. 002,587 46,<72 '10,729 , 35, 555 2,863,244 g85,In 2,862,ft33 67.S August. _____ 2. 153.8.56 tm:i:: 40,321 r 11,088 129.m :1,979,110 1,086,942 2,841,200 ".e Septembet __ 2,'66,783 61,028 '10.815 '23.811 3.110.610 1,199.446 2.794.624 61.6 October _____ 2,381,297 "307,400 36.&"36 ' 9,8ft; '28.160 3.221,I2t 1,2lK, 730 .. ,. ..... "'.0 November __ 2,4<19,892 2,378.4506 30,961 '16,686 r 24,186 3,291,278 1,350,856 .. 707, 400 ".8 

December~ __ 2,608,6IH ......... 30.8f6 118,081 '26,106 3,354:,736 1,380,'" 2,140,000 "' .. 
1933 lanuary _____ 

"OOUI6 2,616,908 28,729 33,227 ...... 3,000,869 1,004,230 2, 714. M8 .... 8 February ____ 2,406.264 2,291,00 38.577 lH,210 27,<34 3,433,523 1, 423, 853 2, 918. &94 .... Marcb.... ____ 
2,103,646 1.914,048 66,885 30,443 103,310 3,2aIl,8Zl 885,640 4,0f2,361 .a7 

tf.'::::::::: 2,281,210 2,086,836 39,927 11.183 138.465 3.653.329 1,44.0,731 3,636,-l38 e18 
2.346,110 2.124.813 48,320 21,148 151,229 3,770, J98 1.627,080 3.306,073 .... 7 June ______ ~ __ 2, 406,588 2,210,970 81.330 16,~6 148,942 3,813,616 1.702.806 '3,12'7,660 118.3 July _________ 2,519,824 2, 268, 125 73,028 I ..... 162,121 3,810,346 1,703,693 3,OIU,786 118.3 August ______ 
2, 606. 214 2,374,606 U.4M 23,316 162,837 3.817,818 1,705,937 ..... , ... ".1 September ___ 2,712,062 2.488,003 50,613 ",23< 146,812 3,813,013 1,663,130 3,000,'" ".7 October _____ 2,811,949 2,689.688 &9.632 16,484 147,146 3.810,216 1. 627,m 2,09JJi,1I2 ... e November ___ "885,0<8 2,629,144 61,656 ..... 140,812 3,794,330 1,699,466 ......... .... D808mber ___ 2,829,976 .. e16,798 7O,m e,828 ",,672 3. 771,m 1,562,Ml 3.071.601 ..... 

193f 1anuary _____ 2,001,196 2,7 ... 948 1fT,.,. f,430 141.86& 3, 798,407 1.5M, 1M3 2, 983, 839 "' .. February ____ 3,038,&48 2,821.846 80,432 ,,380 131,800 3,861.322 1,618,805 2. gti2, 662 ".f 
M..-cb •••••• _ 3,5(7,&12 3.361,382 42,I5V e,,,," 138,046 4.«5,932 2.002,625 3,()(K, J66 67.9 

tt.::':.::::::: 3,818,484 3,593,606 64,M7 ','" 166,322 4.685.404: 2, J32, 161 3,041,933 .... 
.. 006,838 3.694, n12 62,67' 6, 11K .... 267 ....... 716 2, 231,178 3,061.360 ".8 June ______ •• _ 4.131,1804 3,790,029 115,1Yl5 ..... 221,488 6.007,6SSI "33~'" 8,072.017 ... e 

July •• _.~~. __ .. 206,00, 3,927,995 &S,,,," 5,811 213.641 6,081,266 2,370.287 3,097,19f 69.0 August ______ 
.. 308,838 ...... 919 5&,615 "667 199.617 5,196,424 2,444.482 3,109,822 70.0 

8eptember_ 4, 281, 994 3,946,573 138.696 11,238 1&S.487 5,2Of,M6 2,44.3,643 3.156,662 TO.O 
October_ •• __ .. 232,609 ...... m 91,278 8,'" 168.910 6,196,738 2,443,830 3,118, MI9 TO. I 
November ___ 4,309,104 4, 100,270 ",722 I ..... 161,167 4,2mI'.869 ......... 3,182.176 TO. 3 
December_ •• • ,305,02U ,,037,350 136,'" 17,740 I ...... ......... ...... , ... 3, 230, m 70.. 

I'Revised. 
I .. Other cash" Includes oertaIn cia-. of colD and CIDT'tIlcy DOt oounte4 u • pan of f8!1ervte prior Co 

MIry 12, 1833, 

Ba .. f/gu¥u.--fl«> Amu1aI Report lor 1032 (!able 8). 
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No. 10.-BILLS DISCOUNTED POR MEIIBEB BANX&-HOLDlNG8 OP EACH 
FEDERAL RESERVE BANK, BY MONTll8 

[Monthly averages of dally ftgures. In thousands or dolIara) 

Federal BeIII!IIw Baak 

Month 
, 

B_ Ne .. PhIJa. CIe..,. Rich· At- Chi- 8 •. Min· ][an. Ban 

ton Y,..k del- IaDd moDd laD" .... Laula ... po ... Dallaa Fran-
pbla olII City ------------------ ------------

10M 

1anuary ____ ,,722 ... "'. ...... 7,185 .. 012 ..... .. ... 1,285 1.716 1,110 ... 2,190 
February ____ 2,020 32,318 IG,83iI .... 7 .. 685 2,667 2,223 741 1.290 OM .. 1.790 14 ........ __ • __ 1,87' 26,361 17,126 ..... 1.1168 1,177 1,80< ... 920 87 • 87 96. 

~:::: 1,524 19,435 13,836 ..... 1.623 81& Uexl .,. 688 806 196 ... 
1.038 It1.417 11,613 1,878 1.223 ... 1,'" .88 .78 ZItI 832 800 JUDe _________ 93. ....... 7 .... 1,206 • •• M' 7311 ... 688 ... ... ..., 

luly _____ 382 '2,7211 ... 93 •• 8 747 202 .M IlK ... l7i ... 1,141 
AugttlIt ______ I .. 11,983 ..... ... 80S 23. zn . 215 28. '''' 820 2'. 
September ___ 1.018 ~m '.248 .12 879 20' 822 ••• 2'8 141 \88 .SO 
October ______ 1,083' 2,487 ... ... 20. 2. . .. .. 208 42 111 
November ___ 1,465 ..... 922 ... • 33 133 122 67 .. 2.0 M 47 

D ____ 

1,420 .. "" 1,012 4811 140 • exl 187 ••• • 11. 7 \88 

B<Jd Jllaru.--8ee ADDuaI Re_ /or 1933 (table II). 

No. 11.-INDUSTRIAL ADVANCES AND COIOfITllENTS TO MAKE INDUSTRIAL 
ADV ANeES, BY FJlDBBAL RBBEBVlD DISTRICTS 

(Monthlya __ ofdalJ.-' rn_dsofdo\laraj 

IDdnstrJal advan08lI Commltmentll to make lndnstrlal 
adV&llCel J 

F~~~ I----~--~----~--~---I---~----~--_r--~~-

-----1---------------------
BoatoD... ___________ -------- • 067 ..... '.002 -------- 163 748 ..... '.323 NewYork... ______ •• 112 32 • 657 7'" -----ir •• 260 1,814 2,669 
PhiladelphIa ______ 33 13. 203 ... 0.29. • 2' 86 • •• Cleveland. ____ . ___ I 76 12. 23. 674 .. .. liD 220 887 
RlcbmowL _______ ----_._. lSI ... 1,218 '.427 21 87 • 2 12 • 297 
Atlaota ___________ .. 280 ... ... 787 16 81 .07 417 606 
Cbicago . .:. _________ 63 102 "., 882 813 -----io- ----iir ---'0;0- ----e- • St. Louts. _________ •• .23 338 877 u. 1,012 
Mloneapolls ______ .2 807 813 862 1,331 ---"i1- ----ili- '---203' --·-isr ------Si Kansas CIty ____ 1& .00 ••• 238 ... 
Dallas..... _____ . __ . __ 8 42 ,.. .. 2 862 _._--.-- -_._---- ··--i2i· ----830- ----·003 Sao l'raDc:Iaco._. __ -_._--_ . . _. __ ._- 1& I.' I .. 

~ 
. __ . __ .. 

TotaL._. __ • ... 1,427 ..... 7 .... 11,781 710 ".7. .. ... 7,481 



86 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

No. 12.-ApPLlCATIONS FOR INDUSTRIAL ADVANCES AND COMMITMENTS TO MA.It. 
INDUSTRIAL ADVANCES, CUMULATlVJI, BY WBEKS 

(In thousanda of dollarsJ 

1934 Oct. 3.__________________________________ 114, 833 
Oct. 10__________________________________ 122, 554 
Oct. 17 ________ ._. ____ ._. _______________ • 128. 02U 
Oct. 2-1__________________________________ 131.0112 
Oct. 31 _____________________________ .. ____ 138.096 

Nov. 7.__________________________________ 146,701 
Nov. ]4._________________________________ 150,425 
Nov. 21.________________________________ 160,327 
Nov. 28.________________________________ 166,433 
Dec. 5.__________________________________ 171,04.9 
Dec. 12 ________________________ ~~~.~._... 173,7501 
Dec. 19__________________________________ 17S. 338 Dec. 28 __________ • _____ ..... _______________ 187.600 

17,~ 
21,448 
23,201 
211,709 
28.411 
3~'" ..... , 
37,841 
'~2O'l '2,m 
44,124 
47,645 
49,684 

FlDaI approvall 

.. ,.,. 
6,3011 
6,"'" 

~= O,9H,) 
]0,544 
11,459 
12,3411 
12,691 
13,886 
16,069 
17,426 

',301 
6,1" 
U27 
8, ... 
8,077 
9,780 

10. ... 
11,199 
12,138 
12,6140 
12,701 
13,'" 
16.440 

1m 
1,036 
1,100 
],138 
1,368 
1,368 

tm 
I, .... 
2,021 
2,"'" 
],971 
2,180 

6.12& 
7.949 
D,I44 
D,970 
9,tl28 

11,366 
13,368 
13,406 
I" 734 
16,687 
16.538 
1tl.IWD 
1",680 

No. 13.-REsERVE BALANCES 01' MEMBER BANJ[SlN EACH DISTRICT, BY MONTHS 

[Monthlyaverar:es of dnIly figures. ID mllUoDi of dollanJ 

Mont.h Phlla- MJn. Kou· Ban 
Boston N.w del- Cleve- Rlcb- At- Chi· 8,. 

-!>' ... Dallal Fnm· York pJUa land mond Ian .. .... Louis .1iI Cu.,. -. 
'------------- ------------ f--

1934 
JanllarY ____ 174.2 1,036.7 138.. 196.0 ".0 .... 487.8 102.8 "'.1 127.8 ., .. 1M." 
February __ 181.2 1,016.6 150.3 211.8 ".0 72., roo.' 102.0 .... I'''' I .... 193.4 
Much ..... 221.4 1.36Q.6 196.2 ..... .... 70.' 6011.7 103.8 118.3 135.' liD. 7 tH.' 

tf.~.:::::: 231.6 1,451.D 193.8 227.' 149.0 'II.< 6'lV.7 120.3 118.1 13 ... 114..7 220.' 291.5 I,m.. a 196.8 229.' 159.3 72 .• ..... 1:H..0 .. .. 134.1 113.6 228.8 June _______ 
296.0 I. ..... 206.. 237.8 136.8 72.1 637.3 109.8 118.2 133.D 112.' ...., .July ________ 
316.2 1,565.8 217.8 ..... 123.8 71. • 701.7 108.6 ,3.0 I ... , 113.2 .... & August-___ ..... 1.687.1 107 .• 281.7 125.8 '13.0 71L7 117.' .... J.6U 113.3 "'.7 

September_ ..... I.tl16.9 190.2 ..... lao.tI 71.7 71&.3 121.6 .... 152.2 118.4 230.& 
October. ___ _. 

1,640.7 un. 7 ..... 130.6 72.8 ..... 129.3 ".8 I .... 121.1 24U.O 
November_ 2117.8 ],683..7 1'8.2 271.7 128.1 73.U 702. 7 ItO. 3 .... I .... 124.0 ..... 
Decomber_ "LO J.,6U.2 .... 8 280.7 123.0 7&.6 I 072.2 I3L' Jm.2 1M.' 1><.0 .... 7 

Ba" fifIlra.-8ee Annual Report tor 1933 (table 12). 



RESERVE BANK CREDIT P,7 

NO". If.-BILLS DISCOUNTED FOR MEMBER BANKS IN EACH STATZ, BY MONTHa 

[HoldlDp 01 _ Reoono bomb at end 01 DIODtb. In tbotlllUlds 01 dolJan] 

193< 

!~ !:~ Marcll April May Jtm8 Jaly .... AU- :::: ?: !:. !,:. 
- •• -. be< be< be< be< 

-----1----' -' -------1------
MaiDa-_________ _ 
New Hampshire __ _ 
Vermoot _________ _ "'" '1m 181 177 . .. 159 107 

1.~ 3M = ~ ---ioc ~ ~ ----is = :l~ 
69 106 63 7i lli7 36 51 38 Massacbt198tts ____ _ 

Rhode Island ___ .. __ 1,991 1, 226 
S50 100 

854 ... 420 ______ _ 2Ui 230 81 720 865 630 nl 180 20 _______ ______ ______ 110 _________________ _ 
ConnecticuL. _____ _ 

M3 811 614 M4: 166 100 100 ___ .:.__ 880 296 160 10 

==i~i:::::::: ~::ll~~ ~:: 1~:~~ ~:t~ t= tm ~m ~= t:l ~:: t:: 
}>eDDQ'lvaniL _____ Ut.768 16,168 14.443 11,203 7,418 4.311 3,499 3,806 3,401 G92 688 m 

~~::~::::::::: 20m 1.6~ 1.1~: ~ ~ ~ ~ ___ ~ ~ ~ so; ___ ~ 
Dllnois .. ____________ . 254 196 1.443 :l1O 70 36 34 8 _______________________ _ 

~=:rn.::::::::: 2,m 1,~ 1,~ t,~ 1.1~ ____ ~ ___ ~~ ~ ~ l~---iOO:::::: 
Minneaota _________ 

'Z15 211 162 
142 146 126 116 to _______________________ _ 
50 ___________________ ~ ~~~___ 26 _~ ______ .___ :J 

00 681201639 6 823 1 
103 93 82 tr1 57 t2 37 23 _____ _ 
162 130 139 1M 00 ___ ._~ _________________ _ 
18 __ • ____ ~ ______________ .___ 19 184 fD 81 
61 61 23 21 9 .' _________________ _ 

Iowa _______________ 

17\ I. ,.,. 
Missouri ___________ 

3 .. 207 38 North Dakot.a. _____ 
'" 147 125 South Dakota. _____ ... . .. 331 

~-~:::::::: 318 150 .. 
21. I •• 71 

~:n~:::::::::: 2.:: 
Alabama___________ 61 
Mississipp1 ________ ~ 674 

ArlmDS8S___________ lOS 86 7 2 2IS' 25 60 

~~~:::::::::: ----Mas -----62 -----28 -----46 --~--66 -----42 ----62 
TUBS______________ 199 69 132 223 893 407 331 

60 123 16 __ .. ______ ..... 
18 0&6 30 13 _____ _ 
61 26 ______ •• _________ _ 

174 36 9 16 12 

Bad: jlguru.-Bee AIlDual Report for U)33 (t.able 13). 



88 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

No. 15.-FEDIlBAL RESEBVB BANKS-AsSETS AND LIABILITIES IN DETAIL, 
DEC. 31, 1934 • ...... 

lAmounts in the column to the right are those shown in the Board', weekly statement, their component! 
being shown in tbe column CO the leU. l.o thousaDds or dollars] 

g~:: =r:::: ~!~t:-==m=r:?:::·iedfti·~e-BOai(C::::::~=::::::: ~: ~}:: ~ Gold C8£t1O.cates held by banks_______________________________________________________ 89,896 

Redemo:~~:r.!t~t;'~~e~~~_~:~:_~::::::::::::::::::::::::::::::::::: a, t::~ 
Other = gold reserves. ____________________________________________________ ---------. ________ 6. I.a. 4m 

Legal-tender notes. ________ • ________________________________ •• ___ • ___ • ____ • __ ._._ '19. 48) 

~=:rw:r:;aer~;,ii8iB::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 1l~: ~~ 

f=~?~~~~::~::::::::::::::::::::::::::::::::::::::::::::: lh1 
Total other caah _______________________________________________________________ ==' 257.677 

RedeZ~~D~~FederaiResam,-biUlk-DOie8:::::::::::::::::::::::::::::::::::::::::::::::: &.4IlIf;:; 
BD1sdL~ted: = 

Secured by U. 8. Government obllgatloaa direct andJr:rr tuny ga.aranteed: 

~:c:=_~~_~~~_~_:=:::::::::::::::::::::::::::::::::::::::::::: I,.~ 
Total secured by U. 8. Oovennneut obUgatloDl dtrect ADd/or fullJ' --

Olb .. b~~i.id: •••••••••••••••••••••••••••••••••• -.................................. 3,404 
For member banks..._________________________________________________________ "6IB 
For nonmember baob ________________________________________________________________ _ 
Forothers..___________________________________________________________________ liD 

Total other bllls dJacounted__________________________________________________________ 1,6t18 

Total bUls discounted____ _________ _______ _____ _ ___ ________________ _ ______ __ ____ __ _ __ 7. 002 

II • ..... 
In~~~rna':t~~_~_~_~~~:::::::::::::::::::::::::::=:::::::::::::::::::::::::: 

U_ 8. Government aecurltJes booght outright: Liberty bonds _____________________ • ______________________________ ._____________ 234,27t 
Bonds issued since I9Zl__________________________________________________________ 180.730 Other U. 8. Government boDda.. ______________________________ .__________________ &if 

Total bondL__________________________________________________________________ :MIfi.W 
'I'reasury notea.. __________________________________________________________________ 1. W, 118 
Treasury bl.lls.___________________________________________________________________ flit. 476 

6.813 
14,301 

Total U. 8. Oovenament 1IIIICDrltIes.. _____________________________________________________ 2. 430. W 

Total billa and aecorltiel __________________________ . _. ____________________________________ 2. %1. m 

Due from foreign bants ______________________ • ___________________________ ~ ___________________ ~ 806 
Federal B.eserve notes of otber Reserve banb.. ___________ ~ ______________________________ .______ 2B. 502 

UncoUected IteDl!ll: TransIt items ____________________________________________________________ ._______ 411. W 

~u:.s:: r::.~~:::::::::::::::::::::::::::::::::::::::::::::::::::: ~:~~ 
Total UDCOlJected.IteIDI.. ______________ ~ ________________________________________________ _ 

Bank Jll'8mises _____________________________________________________________________________ _ 

AU other aaeta: Claims 80000Dt eIoeed «.-pended baDb______________________________________ 1.118 
Premium on securiu...-____________________________________________________ 17.848 
Interest aoc:rued.. __________ :_______________________________ ________________ _ __ __ 11. 557 

~~8iici-~-Uieii..=::::::~::::::::::::::::::::::: 4.: 

.... U2 
... m 

i 
TolalaD otberllllBtl __ .. ____________________________________________ --------------.---~; 

;;:;;==;~~:~-~: ......................................... &~l 



RESERVE BANK CREDIT 89 

No. 15.-F'EDEBAL RESERVE BANKS-AsSETS AND LIABILITIES IN DETAIL, 
DEC. 31, 1934--()ontinued 

IliBIU'MS 

[Amounts In the oolumn to the right are thOll8 shown In the Board's weekly statement, their component, 
being shown in the column to the lett. In thousands ot dollars} 

Federal Reserve noteI!J outstanding (Issaed. &0 Federal Reserve bank)----------------- 8, 520, 3M Held by banks and branchas__________________________________________________ 282, 328 
Forwarded. for redemptioD ___________________________ .. _ .. _______________________ .. UI,980 

Federal Be&erve DOtes in actual oIrcolatlon.. ______________________________________________ a. 22l, to7 

= hderal Reserve bank DOtes outstanding (Issued to Federal Reserve bank)___________ 37,690 
Held by banks a.nd branches and forwarded for redemptiOD______________________ 11, 3XI 

Fedeml Re9arve baDk DOtes lD e.ctual clrcalatloD___________________________________________ 26,890 

Depo.'C!ts: = 
~es.~a::nt!L::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 4.~:~: 

~~,~;;~;;~;;;;;;;;;;;;;;;;;;;;;;;::::;::::;;;;;;;;;;;;;; .... ~:ii: 19.394 

~~~_~~:::::::::::::::::::::::::::::::::::::::::::: 86.~ 
Total other depos1ta ____________________________ ~ _______________________ ow_=::::::. 169,26G 

Total deposits ____________________________________________________________________ ., W, 603 

Deterred availabfilty Items: 

~';n;:!ns~~~:::::::::::::::::::::::::::::::::::::::::::::::::::::: 4~:= 

caPltZ::l~~_~~~!~~::::::::::::::::::::::::::~:::::::::::::::::::::::::::::: 

;:~i.l~;~~.~~~~~~;;;~;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;::::;i~h1 
Total reserves for oontlngencla.. ________________________________________________ =::::::. 

All other UabllitieB: 
Earnings: . Gross earnInga _______________________ .______ ___ ______ ____ ____ _ ___ __ ___ _ _ __ ___ 48, 003 

Oornm.t 8XpeDSeS...___________________________________________________________ 29,341 

Add_~:n~ef~:::::::::::::::::::::::::::::::::::::::::::::::::::::: 1~:m 
Deduct: 

b=: ~=!iOiliiioibOOb::::::::::::::::::::::::::::::::::::: 8,;: 
Net eamInga avallable for depreciation allowances,·resarves, and SIllPlus ____ ~ 

t=edd1~~_~~~_~::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~ 

=~=:~~~~:~~ili~::::::::::::::::::::::::::::::::::: 20m 

456,252 
14.6,126 
138,383 

8.128 

22,126 

~~= ~~Y!.~~~~~:::::::::::::::::::::::::::::::::::::::::::::::::::::: _____ ~:~ 8.446,397 

Contingent UabllltJ" on b1lls purobased. for foreign correspondentL______________________________ 076 



No. le.-AssETS AND LIABILITIES 01' FmDllRAL RmBERVE BANKS (IN DETAIL) AT TUm END 01' EACH MONTH 

(ID thousaucb of dollan) 

1m 

Dee. 81 lan.. Sl 7eb.28 Mar. 31 Apr. SO May 31 lunD 30 lu1781 Aug. 81 Sept.30 Oct. 31 Nov.30 Dec. 31 

-------1·--------------------------
.... TI 

t)ld oertlfteatel on hand and due from 

~ci~:_~:::::::::::::::::::::::: .. m:::: _~~~~~ _~~~~~ _~~:~~ _~~:~ _~~:~ _~~~ _~_~_~~~ _~._~:~~~ _~_~~~ _~:~~~ _~_~:~~ _~_~~~~~ 
MlempUoD fUnd-Federal Reserve 
00001 ••••••• _______ ._._ ..... ____________ • 0&4,739 48,8M 83. ISS 82, 748 8l.M? 29,714 26, 'l24 !f,OM 23,889 21. '198 22, 032 20,137 19. OGO 
~or ca.sb. ____________________________ • 22f.634 284,84S 2QIi,727 200.647 222,034 216,868 214,011 2'l3. 655 219,329 215. 949 zm.407 21(1,153 267.677 

MJe::t~n~.::hdiri.i---Rese;.;e-~ a.m.088 "139,676 4.636,982 4.8i3.071 4 •• 7323,,021.788 5.163,723 5.220.430 3,1Q6,400 6,:m.920 6,317.404 0.400.984 

~:uw:;;d~-----------------.. ------~~~ 9,0S6~~ 4,335 2,165 2.112 2,188 1,829 2,186 I,m 
For member bl'lllkl. ________ .________ 8&.873 82,127 83,998 &3,670 38,$£1 30,880 ~18S 21,9tKI 22,,935 14,28S 10,919 11.227 8.98S 
For lDtennedlate credit banD. ____ ._ 310 20.5 _0 _________ ." ______ • __________ ._ •• ___________ • _______ ~. _______ ••• _ •• __ •• ~._. ______ •• _. ________ a_a_a. _________ _ 

Fornonmemberbanka,eto. __ •• _____ ~ ~ ~~~~~~ ___ 72 ___ .. ___ .. ___ .. ___ 74 
TotalbUladllcounted_. _________ ._~ 82.782 M.300~~~~~ 2S,007~~~~ 

[J)~~~t~::tndollan: == ---------------------------
Bought outright _____ .___________ 108, HlI I05.UO M. 468 28,273 8,492 103 IN 148 141 121 687 183 112 Under resalo agreement __ ._______ 19,284 __ • _____________________________ • ___________________ •• _______ • _________________________________________________________ _ 

Peyablelnlonianau.m.o.cl.tIII ___ • ___ • 0.033 &.977 &.887 6,275 5,070 6,075 6,076 6,081 &,079 5,691 6.495 5,400 6, SOl 
TotoJblUlbouehC ___ •• ____ •• ______ ~--u;:;sQ7~~~--rm~~~~-----e:0s2~~ 

~d:'~=:7~;;~----n-.--n ~~ _.n ___ . __ nn __ nn __ h_n_h ____ O_n ______ nn ___ 000000_001 870 2,178 0.149 10.062 14,301 

BOUlhtoul.riil'M _____________ • __ • ____ 2,as.tt5 3,482.S'70 2,t30.351 2,«5,e3ft 2,,431.273 2,430.286 2,430.294 2,f30.169 2,430.218 2,430.186 2,430.171 2,430,122 2.430.2tiO 
UDder nI8.Ie aareement _____ •• _~.____ 2, 345 I, fIOO 1.600 1,600 __________ __________ __ 1.600 1,600 1.800 1,000 __________________________ • __ _ 

Total U. 8. OOnrntnontleOUJ'lU .. ~~ 2.Gl,061.~~~~~~~~~~ 
tberR ...... bAnlreredtt: =-=:-= = 

J'ederallDtermedlaw tnd.tt baDk d .. 

}d~I~~wamnii::::::::::::::::: -----i:403 -----r200 -------M3 ---."-M.; = -------S& ---·---aiD -------465 ----a-aiM ----a-om :::::::::: :::::::::: :::::::::: 
Duetromtore1cbUlD ___________ .__ 8,S33 8,392 8,m 8.131 3.131 8.12S 8.129 8,124 8.127 1,819 811 803 so.s 
R==..:~ .. ;.;u;-;;;-~~~~~~~~~~~~~ 

__ IWldllll _______________ • ________ • 2,tIS8,078 2,8Stl,S8I~~~ 2,"'882 2,47'1.,068 2,481,857 2,,4M,,121 2,4eS,tm 2,455,262 3,452,145 2,462.917 

<0 
o 



FederBl Reeerve DOtes of other Reserve banks. _______________________________ • 18,4&1 U,780 13,293 16,&69 18,414 17,571 19.202 16, OM 18,838 20,364 19,744 21,lZf 28,502 
Uncollected Items Dot lDcluded 10. ftoat__ 430,883 866,476 fOO, gog 387,639 SM.270 404,074 fl8,486 420,326 884,046 fSO,783 438, ga9 434,662 tli6,262 

ttan:tC:=:::::::::::::::::::::::::: :i= If::~g 'lf~:~ l~~ 1~~i l~~ru 1~::fiJ :£: ::rrI =;~ ~~ ~:~ :~:~g~ 
Total8lS6la •••••• _______ • _________ ~~~~~ 8,028.464 8.174,640 ~ 8,198,799 8,220,835 8,228,762 s:aat.806~ 

1=~=1'-==-=-=9 ======== 
w.B1LIftBI! 

Federal Reserve Datos: . 

Bt~~:._;_t~~ __ ~~~_.~~~_ 18,400 15,780 13.293 16,669 18,414 17,671 19,202 18,863 18,833 20,864 19,744 21,124 28,602 
Outalde Federal Reserve banks. ____ 3,061,083 2, 910,463 2,Q68, 344 8.021,734 3,041,690 3,CMl,110 3,082,112 3.060.364 &'111,389 8,148,702 3,141,033 8.192, 181 3,192, 60li 

Total Federal R~ Dotes In ------ --- ---------
clrcuIattoD. _____________________ 3.019,648 2,926,2d 2,978,637 3.03B,303 8,06O,1M 3,OM.681 8,101,814 8,071,017 3.183,722 8,161,060 8,160.m 8,218,8Oli 8,221,107 

Federal Reserve bank DOtes In circula-tioo , _______ • ___ ••• _______ .____________ :'XIS, Wl ma,051 193,376 116,876 74,582 60,248 46,682 83,812 31,930 BO,81O 28,8M 27,523 26,800 
= = 

Deposits: 
Me.mberb8J1k-reaerveBCCOUDL_. ____ 2.729,«2 ~651.945 3.093,119 8,461.069 8,698,628 8,746,003 8,840,086 4-.028,623 4,052,312 3,934,011 4,006,999 f,OSI,aw 4,OOIl,9.c6 
Oovernment.. ___ • ________________ ._. 2, 837 241.860 45.261 39,220 116,302 M,817 64.183 68,570 61,288 IM,699 92, 293 70,621 120,746 
Foreign bank __ •• _________ • ____ ._____ 4.233 3,952 3,4S3 6,G41 6,228 3,743 4,893 7,169 11,606 9,810 8,962 16,617 19, 3M 
Other deposita_ •• _____ • ______ ._______ 128,038 137,218 123, li68 1111,166 262,041 218,646 228,621 20(1,823 196, 328 168,168 IM,li68 1t6,918 169,2641 

TotaldeposltL ______ • ____ • _______ • 2,864,1ISO 3,035,03li ~~~ f,023,l~ ~ 4,294,676 4,311,1133 4,200,748 4,261,802 4,318,486 4,405,850 

Dererred avallabWt)'" ltems •• ___ • __ .. _ •• __ 430,883 366,416 406,9O\J 387,639 364,279 404,014 418.486 420, a~ ~ 430,783 438,939 434,662 W,262 
aid io __ •• __________ ... ____ ...... _. _ .. 144,693 145,369 145,310 146, 221 146,395 146,801 147.120 146,646 146,536 146,781 146,771 146,886 146.726 

~=:~3br_.::::_.::::::::::::::::: ._ .. ~:~ .. _~:~ __ .~~:~ _._~~ ___ ~~:~ ___ ~~:~ __ .. ~~~ ___ ~~~ __ .~~:~ ___ ~~:~ 138,:: 1,= 1":::~ 
rUabllill~~~:::::::::::::::: rt~~ 1~:~ 1:::~ 1:::~ I::;:: 1::~~ lit:~ ~m =:m :::m ~~~ :t~ ~:~ 

Total UabWtlea.. .. _____ .. _ ... ___ .. _____ 7, {MO, 688 6,988,696 7.300,002 7,668, 430 ~ 8,028,464 8, 174, 8fO 8.160, M8 8. 196, 799 8, 220, 33li ~ 8, 881, SOB 8, 442, 146 

OODtlDgentllabUity 00 bJUsporcbased = = ======= 
C!::ft'~:rr:~8D:dwiiii8i.ad:- a. 810 f. tTl 4,83ti 4,937 4, 206 2. &12 l,5:H 1,114 681 730 46tI tol 673 

vancea.... ...... _____ • _______ .. _ .... __ • ________ ... _a_. ____ . __ .. __ ._ .. _ .. __ P ___ " __ .... ___ • _________ • ____ .. __ .... _ .... _. _._ .... _____ •• _. ___ .__ M6 1,368 a. 218 0.610 10,047 

'C 
• I-' 



No. n.-CONDITION 01' EACH F.,D.,RAL R.,B.,aVIII BANlt AT END 01' 1933 AND 1934 
[In IholllllDdI 0/ dollanJ 

Total Booton New York PhllBclelPhla Cleveland Richmond 

11133 1933 11133 IIlM 11133 19Si 1933 1931 1933 1934 

------------1---- --------------------.... ,. 
)14 .. Wloatu OD hand and 4uI from tJ. S. T'teaBUr7. 948, 183 6, 1M, S4o7 lld •••• ____________________ ••• ________________ ......... ___ ~a7B.IOf, __ ---------

~:,o:!~~~~:~~_~_~~~~~~:::::::::::::: ~:= J~:~ 
49, 008 863, "" 1",996 _.~._ •• __ 
1.977 862 

18,OU 81,028 

206, 839 1.838,676 92, 988 271, 119 89,567 383,0.1 23,732 186,218 660,866 __ • __ •• ____ 100.34.4. _ •• _.____ U16,791 __ .______ U6,188 _.". ___ _ 
10,707 1,400 4. 188 2. 626 6, 216 1,770 1,886 1,923 ro. lCH 68. 764 31,061 36,661 16,64:3 18,316 12, 070 13, 269 ---------------------Tot8lreserv •••• __________ ....... ___ .. _______ ........ ___ a. 793. 810 6. ... 00, 984 

!ldampLlootund-FederaJ BelOno bank DOtal ____ .___ 13, 082 1,877 
264.,026 894.982 088,.&06 1.894:,930 228,&71 809,806 806,217 898,726 183,482 200,396 1,260 260 2,871 1,4.27 1,800 _________ 1,356 _________ 267 ____ • __ _ 

Ill' dlaoounted: 
Boourod by U. 8. QOvtl'DDlaDt obUptlODa 41reot 

O~:t~l~llr.:un~~:~::::::::::::.::;:::::::: _..,f::O:':~::':I--'g::.: ::::111-..:tc::1',::':.I-..,..,":: 

I~~~~~~:r;~=:::::::::::::::::::::::::::: ____ ~~:_~I_...;;l!;.;: ~1I;;;;",;;";;;:;o;';'1 
I 8. Oonrnment IICUI1tlea: 

GG' 1f, &12 1,&38 15,286 11M 3,008 190 4&6 78 
60 ai,179 3,"" 20,077 43' 4,868 125 4,077 .. -------------------

1,0&& 40.691 4,228 26,363 "" 4,876 3" 4,633 ". , .. ...... 1,982 7.8&8 OS. 12, 188 .,. 8,926 20Il 
1,776 813 3, 23. 932 _________ 

1,6400 
= ~ = = = 

Bond. ___ • _____ ........ ___ .......... _ .... __ ...... _ ... ___ ...... ___ ... f4S. sstI 30&' 11.800 •• 206 170, Of? 141,018 28,068 26,138 32, 181 So, 6S8 11,880 14.&9 

~~:.°!:iKWL:=:::::::::::::::::::::::::::: 1.=~ l':OJ:l~g ~~~ ::~ ~g~:re: t~t: ~~~ 1~:~~~ =:~~ 1:::~: :~:~~ =:~ ------- ------------------------------
TotalU.B.Oo~ID'lIGQllUtl_ __ •••••••• _ .... ~t37.490 2.f30.a&6 167,671 167.671 836,766 777,818 167,120 167,120 .313.025 :U3.025 78,663 103,663 

~lI'l8OurlU. __ ...... _._ •• _ ... _ ...................... ~.......... 1,493 ._ ........... _ ..... _ .. _. __ •• _ •• __ 903 __ •••• _____ 610 __ .... _____ ... ______ • ______ • ___ .. _. ___ • _. __ • __ _ ------- -----------------------------
TotaJbllllandseourlU ....................................... ~ee::~ ~"7.:~ 191,202 l00.~ 1KlO,807 784,841 200,861 171,933 232,087 214.800 87.m 1~4:t 

:!r~~~::D~~-oiiiw·baiiki::::::::::::::::::: 18,460 28,60:1 ::: ~2 ~:m 6,= 1.:~ 1.3~ I,~ 1.7~ 1,312 4.060 
DooUectod ItamI.......................................................... 446, 628 '00.132 60. 472 &0, 870 1:18. 621 126, 519 36, 896 88, 766 ag,6&) 40, 953 M, 275 37,748 

ilnO~.:.~:::::::::::::::::::::::::::::::::::::::: :l:=: J~~1 s.~ a,A~ ~m AA:~ t~~ ~~~ ~~~ t~i! ~~ ~~ 
To&al-.tl .......................................... _ ............. ~~ ~~ "D.%l,628 ~~~1S9.87i 664~ ~~ 

==-=-=-=-~ -=--====== == 
LLlllllm .. 



TotalllabWtJeII__________________________________ 7,OfO, 688 8,"2. 

atto of total reserves to deposit and Federal Reserve ::::uI:::er::~estoc:na:!1!dd~~~r:!lv;;,ce;::::::::::::: _______ ~~~ 10, 113. 0 73.0 67.2 73.1 60. g 117.2 63.4 117.4 11.1 66.1 _ _. ;;';;;;';;;;';;.I==='II====I==I.=6lI'~1 3.8\l'.u.m··I~:=~m.m .. ~ 
DDEUL BBSBBVJ: NOO IUTBlIEHT 

ederal Reserve notes: 
Issued to Federal Reserve bank by Federal Reserve 1, 36-
B:r~~j-i'8dei8.fiieieiVe-b8iak::::::::::::::::::::: s.~:~ a.=:2b 2ft:= ~::f ~:~~ ~m ~~~ ~~:~ 3~::: 8fg:= lI~= If~:= 

IncirouIatiOD--__________________________________ 1- •• -""'"'".-... +-,-."-:1'-•• 1 "".11--::,.."'.-'05",1--::"=0."'"9-'3 ~ 680,936 23&,128 240,444 290,1590 806,626 ~ 107,821.1 

~!~~ beld by agent 81 secur:lty (or note8laaued to ) 

Oold certUicatea on band and doe from V. B. 
O~~:::::::::::::::::::::::::::::::::::::::: 8«,220 8.816, 201 44.56l5 299.1117 192. 21& 788,706 88,760 223,000 83,670 291,716 22, 0815 146.3(0 
EUgibl 1. I:: ~ ------.. ~-4i l~ ~~~ ._-.1,--06& S:~.' ~ ------,;-773 ~ .. ' ~~ ---·--sao 131.~. 803100 ------,.\.,. 11 .... 9"\°, ·"·"-1"13' 
U. 8. J!v~6iit·ieCiilii1.::::::::=::::::::::::: ==600=.=500=1== .. =1;,,'" =OIl,=.=~=000=1=··=.·=··=··=·I==1=3O';,,000=1,·=··=··=·~=··=··~'I ==60';;',;,000= ~ 80,000 ~ 22, 000 ~ 

J'BDBBAL aBUBVB BANK 11'0'1'1: 8'fJ.TlCHBlf'l 

!lderaJ Reserve bank DOtes: 
Iasued to Federal Reserve bank (outstandlng) ...... __ 233. 'T25 37, 
Held by Federal Reserve bank __ ........ _. __ ......... _____ 340 7281~ 

In clrculaUon-net. _____ .. _ .. _. _______ .... __ • __ ._____ D,997 26, 

~:~ l.~~ .e:;~ 26,:~ ~:m ~g:= '1:= ::::::::: 4,~ :::::::: 
19,97o--m~~---;,aoo==-;ooi .. -..... _ .. ~ .-._ ..... 

I)llateral pledged against ontstandlng DOtes: 

8~r.O~~~f'~~~~::::::::::::::::::::: 
2,021_ ....... .. 

256,774 12, "'iO;iiiiii ····6,·iiiiii ....... ;;;; •••••• 26;8;, "'26;000 "'ii;iiiiii ak~ ::::::::: ····6;iiiiii :::::::: 

Bacl:ftgu,u.-8ee Annual Report for 1938 (table 18). 



No. 17.-CONDITION or EACII FEDERAL RIo.ERVJI BANI< AT EN. or 1933 AND 1934-Continued 

[In thousandl or dollara} 

Atlanta Chl_ SI. Lool, Dallu 

lD33 111M lD33 ----------1----------------------------.... " 
I OIl'tUIoateion hand and due from U.S.TreuUl'J'_ 14.807 121,476 314.4.90 1.026,818 1&.234 193,738 18.46~ 139,7(18 1&180 187.808 12,608 108,021 20.330 310.262 

~mptioDIwid::Fiden.rR~iiote.::::::::::::: 1~: ---i.-iM ~:=~ -----i.-3ii lttm -----(iii ~::Ig ---a-sao 12J:~g -----GiS 86.~ -----328 21~::: --:8.-632 
DroGah. ___ 

u 
______________________________________ ~ 13,849 83.318 ~ 11,084 ~ 8.322 11,341 9.397 l1,4311~ 8,7391~ 18,879 

Total reservtI ________ •• __________________ .______ 130, Qgl 189.177 IU4. 286 1,000.611 174,837 206.277 100. 266 161,4ftG 168,097 199,m 85.354 116.088 266. 387 330. 783 
emptioD fund-hderal Reaerve bank DOW __ ••• __ ~ ~ ~ ~ ~ _00 ____ . 693 == 624 00 ___ 00_

1 
708 ____ ._00 826 ____ 00 __ 

Idlloounted: 
Becurod by U. B. Qovernment obUpUODI dl.rect 

O~::_U~l~fa:=~::_.:::_.::::~::::::::::::: 8,:: 6r s.~~---------2 m __ . ____ ~ l.~:::::::: 1,S:: I: ~~ ______ ~ IJ~ ~ ------------------------------Total billa dlseount.ed. ________ ._________________ 4.184 67 4.063 2 1,416 3 1.87l ________ 1,421 126 883 12 1,439 132 

~:.:::::;::~::::::::::::::::::::::::: ~~ .... ~~~~~ w. ... ~.~ m ... ~~~~ ~ ... ~~ ~II' ___ ~:~ ~ --~~~ :: 
Bondl. _______ 

n 
________ ._._. _________ ._. ______ .__ 11.30.5 13.685 76. DSO 82.144 14,493 13,797 14. 316 15. 8.50 14.109 13, 33h 1& 628 18.818 25,110 23.867 

Treasurynolee •• _. _______ .n ____________________ . 32,20.5 69.307 177.161 273,102 41.901 68,SS!) 28.292 37.MS 36,1110 67.703 25,628 38,701 75,182 104.712 
CertlOoaleiand bllll .. __________________ n. _______ 28,2l/IS litl,383 183,232 03.007 38,806 21,044 Z!,061 18,J81 32,.422 20,806 22,421 13.966 tl6,039 37.762 

TotaJU.B.OOntDmentMOUrltIM __ ._. ___ n ___ • ""'7l.898""94.277~~ 9.\200 93,200 86.&68 66.~ ss.~1 91.844 ~ 71 •• 76 ~~ lI'_urltJeI.. ••• __ ... __________ .... ______ .... ________ ••• _ •• ___ • __ • ___ •• _____ 00._ . ___ . ___ . ___ ...... n._W___ 80 ____________ •• __ n __ ._w_ . _______ . _____ . ________________ _ 
Total bllband nrurlUM .. ____ ._. __ • _____ • _____ • 8O:38i~~~ 90,308 93,738 71809 87.422 89,428 a2,MS 78:600 '12,686 18a,ZJO l67."W 

I from foroll[t1 bank ......... _________ n ______ .. ____ • IIi 2S 4M 105 14 9 9 6' Q1 23 97 23 233 57 
arsIRasorveno(.8lofotherbano •• ___ • _____ • _____ 1,640 1,i31 4.238 4.776 1,IS7 1.901 6..'i8 1.128 1.147 1,400 494 421 1.630 2,6S7 

~I=~~::::::::::::::::::::::::::::::::::::: 1~~g It:~~ ';:~~~ ~~~ Itn~ Itt~ It~~ It:= ~m ~m It~ Itlli ~~ ~m 
)ther_y. __ .. ___ n. ____ • __________ n __________ .. ~I~~~~~~~~~~~~~ 

TOtal ... ta __________________ • __________________ ~~~~~ 32.1.200 192.09i 234.386 376.696
1

322.060 181.846 208,209 4&l.594~ 

W.BILI1'tIO 

eral R_ .. not. ta actual ~lrculaUon •• ___ .. _ .. ____ 125, 17& 133, oes 
en). R_v. bUlk Dote oiraulaUoa-oe\ ..... ______ &.121 ........ 

784.7M 788,833 1~.307 142.880 02.896 1()(l,GS8 108.8'14 1I7.eM 42.SCiS 63,84S 213,054 211,_ 
28,737~~~~. _____ •• 9,615~ 1:.344.,, ______ 14.407~ 



De~~~ber bank-reserve accouut •• _________________ M, oU2 84,804 G4.81B 633.316 07,260 129, f191n.OI3 97. (22 118,781 182.47& 05. 937 121.136 184,908 266.318 
United States Treaiunlr--pD.era1 &CCOUIl'-_______ 111 a. 921 76 82.Ml 100 ll,728 91 2, ego 67 to 002 00 2, li78 868 a, 199 

~~:de=ti:::::::::::::::::::::::::::::::::::: II,~, s.~ 18,~ ~:u 12,~~ 'g.~ .. r: II,~ 4,a~~ 2,~ t.~ 1.rJ 16,=:~ l~:m 
Total deposltl _____________________ .... ___________ 72. ($2 96, 105 618. 673 870. 969 109, M8 161,1&0 66,295 106. 721 122. 929 169,330 91.917 126.393 »D2, 002 271,218 

g:~~~rd\~?~~~_~~~_:::::::::::::::::::::::::: l~:~J It:: tt~ tt~ ~::I~ ~= 1~:~~ l~f~ ~8~ ~:= It~f~ 11:~ ~~:; ~&~:g 
=~l: ~=: ab)::::::::::::::::::::::::::::::::::::: __ ~?:~~~ 6,~~ ____ ~~ 211~ _._~~~~ .,~~ ___ ~~~ a,~~ ___ ~~~~ s.~~ ... ~~ ___ ~:::: __ ~~:~~~ 9,~~ 
~~Wa~m~~~~::::::::::::::::::::::::::::: 2.~~ 2.69J 2.: 6,= ~ ~ k: 1,~ g~ s: 111~~ l,a: l,II~~ 3t~~ 

T.talllabWtIes •••••• : ............................. ,3&'1 ....... 1 ..... 7711 ~ .... 228 297.066 323.203 102,097 ....... 27~'" 322,060 181 .... -;oo;m ....... ~ 
Ratto of total reserves to deposit and P'ed.eraJ Reserve 
o::::~~~e:o c:::!D:~ge~::1n~viD08L:::::::::: ~ IlAu~ ______ ~_~ ~ __ ._~_~ l;gi~ -_._~_~ ----~~~~ ----~~:~~ ~~ ~ ~ 

"BDB~ IlBSBll'R NOH /H'A.UDN'f 

Federal Reserve DOtes: 
Issued to Federal Reserve bank by Federal Re-serve ageDt _______________________ ._. __ • _____ • __ 144, 272 Ulil,812 832, 192 826,824 1110,092 147,862 97,784 111,439 116, ~ 127',471 48,883 61.484 2M,863 2M. 817 
Beldby FederaJReaervebank ___________________ ~ 18.844 47,433 87,891 ~ 4,482 4.888 4.763 S.M6 ~ 6,996 7,639 ~~ 

IncfrculatloD.. ______ .. _ .. _________________ .. ______ 126.176~ 784.769 788.933 144,807 142,880 92,896 IM,686 106.814 117,'654 42,888 13,846 ~~ 

0t~ beld by agent as security tor notes 1asued to 

Oold certificates aD band and due from U. S. 
o~~,:::::_-_-:_::::::::::::::::::::::::::::::: W:~ ._~~:~ :~: ___ ~~~:~~~ 1~:m _~~:~ ~:= _~~~_~ M:rJ _~~:~ :g:~ --~~~~ 1::~ -~~:~ 
EUdblepaper____________________________________ 8.670 141 16,176 2 6,7'24 3 4.234-_____ •• 6,409 111 9.766 12 19,IlJ6 132 u.B.Governmantl8CWitlel __ n _________________ IO&&'OOO 65,000 110,000 10,000

1

22.000 8,000 19,600
1 
2,400~ a.ooo--______________ ~~ 

noBUL :DIKa" Bj.)fK NOD 1'l'A.'I'BKBN'l' 

Federal Reserve bank notes: Issued to Federal Reserve bank (outatandlDg}____ ti,8M ________ SO,4t1O __________ 8.234 --______ S. 048 ________ 9,824 ____ .. ___ 12, 7D8 ----._-- 14. 976 --------

,~U:.:Sd.~G:Wd.~~t~~.~.~.·.:-.:.~.:..:.;.~.~.~.~.:.~.:·.· .. : .. : .. : .. : .. :i===7~.000: .. : .. : .. : .. :.: .. : .. : .. :1."'::000: .. : .. : .. : .. : .. :.: .. : .. : .. : .. ~~=~=~=~=~~~~~~~~: 
• ___ ~._ _ o,M,l :::::::: ··iQ;OOii :::::::: ··iQ;OOii :::::::: ··if,"OOii :::::::: ··ii;00ii :::::::: 
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No. 18.-NuIiBEB I OF MEMBER BANKS DISCOUNTING PAPER AT FEDERAL 
RESERVE BANKS, BY MONTHS, 1914-34 

Month 1914 1916 1916 )917 1918 uno "120 '921 '922 '023 , ... 
---- ----------------

lanuaJY _____________ ----.-- ... ... "'" 1,432 3,316 3,461 '.'" •• 3M .. ... 3.663 February .. ___ .... ______ .69 45' 26. 1,353 3,091 3.338 5,107 4,847 .. "'. 3,465 March _______________ ------. 570 S3S 316 ' .... 3,676 3,670 '.326 4,701 3,282 3,616 
.. pril •••••••••••••••• ------- 1108 1108 ... 2,100 ,,87' 4,176 ..... "738 "507 3.7H 

~~~::::::::::::::::: ------- ..... 8M SOO ..... "036 4,M2 5,832 .. ... 3 .... 3,1fJ5 
813 878 000 3,021 4.047 ..... 6,746 4,136 ..... '.708 lDly _________________ ------- 100 ... • 00 ..... ..... ..... •• 507 4,J67 4,110 3,432 August ______________ ------- 111 ... 900 3.671 ...... ,,'80 6,453 "00 '.900 ..... 

September ___________ ----.-- 181 .. 8 ... 3 .... '.122 01,758 15,427 ..... 3.800 2,188 Octobel' ______________ ... 383 1,140 3,610 '.'" '.9.S2 6,672 3,193 3.762 ..... Noveznbar ___________ 13 • ... 336 1,674 3,667 3,M9 li,27t.i 6,622 3.809 3,132 ".13 Deoember_~ _________ "9 154 .14 1,701 •• 288 ..... 6.661 5,816 3.813 ..... "783 yea.r ________ ~ __ ------- '.920 '.188 "121 ..... ..... 1l.9" 7.416 "'.". 6,'" 4.000 

Month 1925 '926 '921 '928 '929 '930 193' '93' '933 '934 
-------- -- - ------

January _____________________ ..... 2,838 2 .... ..... .... , 3,049 2,121 '.610 ,,13 • m 
::!~:::::::::::::::::::: 2.415 ..... .. ... "194 "S117 "139 2,315 3,488 ,,139 ... 

.. 731 8,045 2.711 ..... ..... ,,'07 ..... '.400 3.'" ... 
April •••••••••••••••••••••••• 3,016 3,165 2,'107 ..... 3,185 ,,763 ,,185 3,391 "1179 ... 
M8y _____ ~ __________________ '.209 3, ... ..... ,,142 3.391 2.951 2.334 ..... 1,918 .... June.. ______________________ '.2811 3.'" ..... " .. 7 3.f14 2,849 .. ..., a,40r1 1.738 ... 
July _________________________ 3.2117 1.130 ..... ... 27 3,301 '.729 ..... •• 500 1.290 287 August __ ~ ___________ ~ _______ ,,97lI 8,016 2,611 2,m 3.012 2,456 .. "" 3,334 I .... 283 
September _________________ ,,'29 "879 2,361 ..... ..... 2,'94 ..... 1,122 '.'" 27 • October ____________________ • ,,198 ..... 2,371 ..... 2,911 "400 3,283 "928 '.094 231 November ___________________ ,,87. ,,871 .. &'" ..... ..... 2,476 3,210 .. ... 1 .... 312 December ___________________ 3,021 ..... ..... "801 '.080 ..... 1,316 ,,932 1 .... ... 

yeaz' _____________ ~ ____ 
6,183 ..... ..... ,,'18 "113 .... , ...... ,,017 ,,270 I .... 

I FIgureoJ ror each month and yeAr are 8Iclastvt> or dopUcations, I. 0., .m bank is COlUltM: only once DO 
matter bow otten it borrowed doting the month or year. 

No. 19.-NuIIBER 01' MEMBER BANKS DISCOUNTING PAPER AT FEDERAL 
RESERVE Bunts, BY FEDERAL RESERVE DISTRICTS, 1926-34 

Dfstrict 19111l '921 1928 1909 '930 1931 '932 1933 '934 

----------------
Boston-. __________ ... 2111 ... 108 ... ... .... m '22 NewYorl'- _______ 003 802 623 85' ... 136 711 ... m 
Phlladelpbla ______ ... 55' ... ... ... 122 ... 541 283 ClevelaDd.. ________ ... 4JO 421 41S ... 4S1 ... 383 132 

Richmond •••••••• 4JO 383 ... ... 34S 3S3 ... 2110 .. Atlanta ________ ~ __ 333 300 'Ui 162 311 301 211 241 14 
Chicago __________ 814 7 .. ... 1Ul ... ... ... m 3D 
SLLoo.la.. _____ •• _ aao ... ... ... ... 334 "'" 226 oe 
Mlnneapolls ___ •• _ 270 m ... ... ... ... 333 m .7 
Kansas City ______ 4S3 :ITT 381 417 447 ... .,. <OS 61 
DalIas._ •••••• _ •• 4S3 318 ... ... 31 • 31 • M3 2117 61 
San FnuIcIsco_ •• 347 310 ... 280 270 ... 318 270 .. 

TotoI ••••••• ,,348 ...... "718 '.W .... , .. ... 6,017 ,,270 I. ... 

Bacot Jlpra.~ Annoal Report for Ins (table V1). 
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No. ZO.-NUMBER Oil' MEMBER BANKS DISCOUNTING PAPER AT FEDERAL 

RESERVE BANKS, BY STATES, 192~34 

State 1Il28 1m 1928 1m 193. 1931 1932 1933 111M 

---- ---- - ----
New Enghmd: Maine ... ______________ 33 81 29 32 01 33 28 23 , 

New Hampshire _______ 39 .. 37 '" 42 42 26 sa 29 Vermont. _________ ; ____ 30 28 22 43 32 3' S' 28 I. Massachusetts. ________ 1M 128 133 142 128 13. I" 111 63 Rhode Island. _________ I' 6 II II 8 10 8 8 , 
Connecticut __________ .. .. 43 61 .. .. 61 <7 .. 

Middle Atlant1c: New York. ____________ ... <IS 437 <55 ... 526 5)) ... 2'12 Newlersey ____________ "7 261 ... ... 2S2 "" ... 2'11 163 :Pennsylvanla. _________ OIS ... 610 613 671 067 ... ... ... 
East North Central: Obio. _________________ 2'16 261 241 262 ... "7 'IS 216 71 lDdlana. _____________ IU 136 131 143 ISO 122 124 107 II IDinois. _______________ 321 ... 2117 311 2S7 'OS ... 133 " Michigan. _____________ m 182 166 ISS IS. 193 167 123 17 

WiscoDaln.._ •.•• , •••.. as 71 78 33 SO SS lOS 78 .. 
West North CenttaJ.: MiDD.esota _____________ 91 33 80 78 rn SS liS las IS Iows. __________________ 230 lDO 133 131 162 147 162 II' • Missouri _______________ las ... 116 121 123 Il7 lOS 86 17 

North Dakota _______ sa 66 61 50 47 3D .. '6 6 South Dakota. ________ .. '52 .. '" < • 63 60 <7 " Nebraska. _____________ 112 109 97 192 101 101 107 91 11 I<anso!:'-._ ............. .. ff1 105 I" 180 117 120 101 10 

South Atlantlo: Delaw8f8 ______________ .. 16 16 IS 14 17 17 16 10 

~:Jl:gf-Coitiirib1i.::: .. sa '" 50 46 61 .. .. " 10 9 9 8 8 9 9 9 • 
~~~rdnia:::::::::: 143 I" 13' 139 126 126 121 105 36 

sa 74 77 81 78 .. 77 74 .. 
North Carol1na ________ 7. 7. 78 61 61 .. '" SO 6 South Carolina _________ 74 59 .. .. .. 2'1 22 20 • Oeomll ________________ 121 104 lOS II. .. .. 62 81 .. Flotidll. _______________ " .. SO .. '6 31 .. •• 6 

East Bouth Central: Kentucky _____________ 60 6' 6) 7' .. 71 74 M .. Tennessee _____________ M 66 sa 6. 67 73 .. 61 18 Alabama _______________ sa 7D .. "" 91 86 66 66 .1 
Missla&ppL ••••••••••• 31 32 sa 33 sa 26 .. )8 7 

West Bouth Central: Arkansas ______________ 74 .. 50 '" 61 .. .. .. II LouisIana ______ • _______ .. .. .. .. 2'1 24 .. 21 • Oklahoma..... ___ • _______ 167 100 "T.! 113 127 117 121 lOS 18 TUBS __________________ 417 290 267 323 ... ... ... ... 46 

Mountain: Montana.._. ____ . _______ .. 46 26 46 '" 41 .. '" 7 ldano ___________ •• _____ as as .. 23 2'1 29 43 .. 1 Wyoming ______________ 
9 10 8 ,. 

" 17 26 22 • COlorado _______________ rn 60 61 .. sa 66 78 66 8 New MeDOO _________ ._ .. 10 12 IS II 16 21 17 a Artzone.. __ ~ ___________ 
8 • • 6 4 7 10 8 -------8 Utah ___________________ as 33 .. sa 31 .. 32 Ig Nevada ________________ -------- -------- -------- 1 • , 7 • --------

Pacil1c: Washlngt.on ____________ 78 78 rn 80 7' 76 .. 1. " Oregon __________ ~ _____ 
.7 66 .. 60 6) 62 M 3. 7 Callfornla ______________ IS4 11l ff1 80 81 .. 126 .. 86 

Total _________________ 
6 .... 4.869 ",,718 6, lIS 4,991 ..... 6.017 I '.2'19 1,393 

Back /i4Uru.-8ee Amlual Report for 1930 (table 1(6). 
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No. 21.-BILLS DISCOUNTED BY FEDERAL RESERVE BANKS-HOLDINGS AT Tam 
END 011' EACH MONTHJ BY CLASSES 

EndormonUl 
Total 

all """' .. 

[In tboDlaDds 01 dollan] 

RediIeouDted bill. Member bank collateral notal 

- Becnrod byU.8. bybllJl 
Oovem~ andse-

ment Otber· Secured Secured curtties 

°W~~ e:~~ ~~r:.: bi other ~thi:' 
direct and UD- w:~~:~ c:ri~~ for diJ. 
arJ(f secured ~:~ 
~n. aee.l0(b) 

DfB. 
conota 

(or Ind!· 
vlduBllJ, 
partner-. .. "" sod 
corpora
tlou' 

-------1---1-----------
IO:W January. _____________________ 

82,73' 296 114,3915 ".028 26,li21 18,ODII "'" February _._. _________ ._ •. _. __ 64,300 ... ..437 18,050 22,214 14,038 , .. 
Maroh •••• _ •• _._ •••••••••••••• ".068 •• 8,,,,,, 16.143 18,010 12,2& .'" 
tr.::.::=:::::::::::::::::::: 89,042 60 '.m 7.439 15.661 •• 738 ... 

31,259 I' '.'" ..... 11,840 8,ZJ2 3,. lone __________________________ 
24,667 10 3.006 40739 8,003 6,570 3,. 

July __________________________ ...... 2,396 6.081 8.'" 8,197 373 

t.=i>W'::::::::::::::::::: 23.007 2,000 .. 008 8.680 .... 7 7' 
10.349 1.0l0 .... 7 U'O 2,363 Of 

Oolober_ •••• _ ••••• _ •••••••••• 10.985 1,007 6,376 2,393 2,114 .. Nonmber. ___________________ 11,296 747 6,'" ~OOO 1,731 .. 
December •••••••••••••••••••• 7,06. 667 3."70 1,214 I,M7 74 

I Includes 16,000 dlscotmted 
I Includes paper seewed b 

secured by adjueted-eerv1oe oertUlcstes. 
t obligations as 'oUowa: JaDWlr)'. $63,000; Pebruary, 

$26,000; July. Q.COO; AUlUlt. $26,000; September. 
..... 000. ~w. ~:'~$20":'oit.~ 

BoUflIw ... --8es AmluallIoport lor 11133 (lable 22). 
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No. D.-BILLS Dl8COUNTJ!l~HoLDING8 OJ' EACH FEDERAL RZ8BBVB BANK ON 

DEC. 31, 1934, BY CLASSES 

l'ed8raI Reserve Bank 

'934 -_ ... _._--_._-------New York ___________________ _ 
Phl1adelphi"-______ • ___ • __ _ 

Cle'f'e!and...--____________ _ 
Richmond ______________ _ 
AtlaDt&-... __________________ _ 

Total 
(all 

-> 

[JD_daof_1 

Rediscotmted biDs Member bank ooUateral nOlel 

,. 
166 
2Z1 

113 
17 .. 

Dle
OOUDII 

lor indi
VIduals, -""'" and oor-

.r.:: 

48 ________________ • __ _ 

1,032 J,m 86 "7 183 _________ _ 

190 12 ___________________ _ 
Sf 41 ________ ._ 121 e __________ '1/ _________ _ 

Ch{cago__________________ 2 2 ______________ OM_OM. ___________________ _ 

St. Louis___________________ ..8 _. _________ ._. _____ • __________ __________ __________ I a 
MlDDeopoJls. ____ ._ •• __ ._ ••••••••• _ •• _ ••••••• __ ••• _ •• __ ••••••• __ •••••••• __ ••••••• _ ••••• _ ••••• ____ _ 

=~~!:::::::::::::=:: 1~ :::::::::: _______ ~~_ ~ _______ ~_ :::::::::: ________ ~ Ban i'raIlclsco..______________ 182 __________ 37 v.6 _______ ~ _____________________ _ 

----------1---TotaL_______________ 7,(U __________ 667 3,470 1,214 l,M7 74 

I Beoored by U. S. Goven::tnaeat direct obligations • 
.&el jipra.--8ee Annual Report for 1933 (table 23). 

No. %a.-BILLS DISCOUNTED-HOLDINGS OP EACH FEDERAL RESERVB BANK ON 
DEC. 26, 1934, BY MATURITIES 

Federal Reserve Bank: To£al 

[In thousandl of doU8I'$] 

Maturity 

Within 18 to 30 31 to 60 61 to 90 91 days to Over 6 
16 days • days dBJ8 daya 6 months monthl 

------1-- ------------BoawD..._____________________ 1,5151 
New York____________________ 6,4OS 
PhUadelphia......_______________ I, J8tj 

"'48 •................................ _ ..... __ 3, S90 201 760 .567 ___________________ _ 
866 166 US 61 6 _____ .. ___ _ 

Oleveland____________________ 380 
Richmond. ___________________ . 169 AtlaDta.._____________________ 9i 

374 ___ .. ______ 1 " 1 _________ _ Its 21 ___ • ____________________ ... _____________ _ 
76 a 12 • _____________ .. _ .... __ .. 

Bsu./llUla.-8ea Annual Report for 1933 (table 34>, 
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~o. 24,.-BILt.8 BOUGHT BY FEDERAL RESERVE BANKS-HOLDINGS AT Tam END 
OJ' EACH MONTH, BY CLASSES 

End 01 
month 

1034 

ranuary. ___ 
~ebruary ___ 
l4arcl4. ____ 

~-::::::: une.. _______ 

'nI,. ________ 
I..ugust _____ 
Isptembar __ 

)ctobar _____ 
>Jovem~ __ 
Jecember __ 

Total 

111,307 

::= 
8,662 
,,178 ..... 
',229 
',220 
6,812 ..... 
6, ... 
6.813 

Total 

Total 

105,420 105,420 
56,458 ... ..,. 
23,m ""m 
3,<92 

102 
3,'" 

102 
1 .. 1 .. 

148 148 

'" 141 
121 121 

fR1 fR1 
183 183 
ll2 ll2 

[ID tho""",ds 01 dollanJ 

Bills payablelD do118l1 

Bankers 800Bptancel . 

Based on-
Bued 0. 

Goods goods 
stored In stored 
UnJted Dollar U:I~~:-

to~ ~ ~tates 0· OOUD-
tnto trom h'o:: change tr~es or 

United United credits) or shipped 

States States e~~ tw~D 
domeatio (orelgn 

points plinta 

17.606 21,,,," 30,143 1,1140 81,263 
11,3$ 11,080 1.{,670 1,630 16,IMB 
4,'" .... 7 8,630 1,'" 4.167 

7 .. ... 02 2f) 2,"1 
--.---- ----.. ----------- ----.-. 102 

---.-----. ------- 1 .. .. ------iii- --.---- 98 .. --.---- -----81-.. ---------- -------
I .. 75 ------- '28 
I .. 110 -----.- 10 
I ----.-- 111 ------- --------

BIJII 

.gr,"i. 
Trade foreign 
accept- cur

All ancea renet. 
OIbar 

8,471 ------- ',971 
1.871 ------- 6,887 ... --.-.-. 6.2'16 

------- ------- ',070 
--.---- ------- 6,078 
------- --.---- 6,076 

------- ------- 6,081 
------- ------- ',070 
------- ------- 6,(lgj 

------- ------- ','" ------- ------- ',m ._----- ------- .... I 

Back J1guru.-8ee Annual Report for 1933 (table 26). 

io. H.-ACCEPTANCES PAYABLE IN FOREIGN CURRENCIE&-HoLDIN08 01' 
FEDERAL RESERVE BANKS, 1924-34 

[ID ._oIdo_1 

I!:ndohuontb 102< 1026 1..., 1027 lO28 1 ... 1930 1931 m. 1933 1934 

----------I-------- ------
anuary ______ ------- ~ ... 1,016 .... I 71. 1,010 1,036 aa,no 33,444 211,038 "971 
~ebruary _____ ~072 m ~897 ~034 ~029 1,038 ""OM 33,f,78 211,,,", ,,887 darcb... _______ ------- 961 1,137 ..... ~"" ~ ... ~OIO 1,088 30,778 :U,778 ,,27' ~pril _________ ------- ~I" 1,213 ~ ... ~I'" ~036 ~ ... ~07' 30,73& 7,181 ,,070 
.ray __________ ------- 802 ~203 1,388 . " 1,010 1,068 1,073 30,83'T .. 981 .. m • nnG __________ ------- 887 ~ ..... I ..... 258 1,00 1,064 10.651 30,7(4 7,'" ,,07" uly __________ ------- "7 ~038 13,390 258 .... I ~ ... 34,671 30.&16 ,,821 ,,081 
lugust _______ ------- 720 ~OO 13.~7 ... 12,'" ~071 ",,216 30,'" .. ". .. om 
ieptember ____ ' ..... ~270 ~ ... 8,'" ... 1 ..... ~07' ...... 30,849 ..... ,,601 
)ctober _____ ..... '" 1,623 ..... ~007 17,795 21,683 33,601 30,'" ., .... ..... Jovember ____ .. sao 612 ~720 ~187 1,014 ~ ... 31,587 33,586 3O,M2 ... " ..... 
)ecember ____ U87 . " ..... 837 1.017 ~821 "'933 ... 4211 ...... ..... .... , 
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No. H.-HoLDINGS or BILLS DISCOUNTED AND BILLS BOUGHT BY FEDERAL 
RESERVE BANKS, BY MATURlTIES, 1933-34 

[In .... .....,. of doJlan] 

-t7 

Da .. Total 81 ds}'l Within 18 '0030 31 to 60 "'toDO Over 0 
l&dall clays days days toO months mODtba 

------------------
BIDsdIlIOOOnted: 1D33--Ja.n. 25 __ ~ __________ ........ 187,'10& 19.362 27.967 19.22li 9,052 1,896 Feb. 21 _____________ 327,138 ZJ9,487 21.807 31,696 m,6tS .... 2 '.831 Mar. 29 _____________ 

659,002 '",1lOO 84,447 ...... 82, 79' 7,mil 2.317 Apr. 36 _____________ 
385,001 .... 1105 24,.,.. ... os. G.138 ..... 747 

May 31-. __________ 801,974 '82,071 24,148 tl.687 3"-fIft 7 .... '88 June 28.:.. __________ 100.981 136.381 16,677 14,555 , ..... '.853 .7 J01728 _____________ 161,383 116.058 11,906 1&.698 16,323 2.437 ., 
Aug. 30 _____________ 

l51I,220 118.190 11,160 ,.. .... 0.768 1,219 63 

~~.~:-.::.::::=:::: 133, Zl3 99,041 D .... 'Oom ,..317 ... 72 
114.593 ....... ..... 15.061 .. ... J,081 .. 

Nov. ZL ___________ 119.0U VI, SOt D .... .. "" 7.'" , .... , .. 
Dec. 71 _____________ 110.662 82,727 .. 013 ..... 11.748 I.O<D , .. 

lU34-1sD.31-__________ 82,722 fll.744 7,341 '.730 8,245 01. /13 Feb. 28. ___________ 64,390 61,4.91 ,,'00 6,519 '.285 358 37 Mar.2IL ____________ .... 79 37.566 ..... 5.081 
..,.. 2IIS 34 Apr. 26 ____________ 

<0..13 so" .. '.880 6,814 1,261 '8' 
., 

, .. May 30~ ____________ 
33.700 ...... 2,414 , .... .. m 27. 22 lune 71 ________ . ____ 71,015 ' .. ,.. 1,392 1,268 6.~ .OO • July 25.. __________ 
21,208 14,499 63. 5,'02 14. ,. 

Aug.2II _____________ 21.007 17,667 1,'" 811 ... .. • 
Sept. 26 ____________ 20,314 13,787 779 <D5 5,"'" 27 • Oct.SL. ___________ 10,985 ,,'77 728 1.178 347 '83 2 Nov. 1 ____________ 

11,872 ..... 308 3 .. 6D9 "" ----------Dec. 21'- __________ •• '.281 7,281 ..,. ... 638 74 ____ Moo_e. 

BIllBbougbt: 
1933-J8o. 26. _____________ 81,496 4,748 ..... 9,302 10,68« ------iii- ------.. --Feb. 21. ____________ 179,676 84,812 30,319 35.763 ..... , "._-------Mar. 29. ____________ 310,235 72.471 60,165 145,905 81,481 213 ----------Apr. 26. ____________ 177,460 71,21i 7<''''' ",022 5,923 51 ------.. --

May S1. ___________ !D. 882 12,410 ,,239 842 '.302 ---------- ----------.June 28 _____________ 
"'58 '.370 1,652 .,m ,,561 --------i- ----------.July 26 ______________ 9,616 ..... t~ m 6.'" ----------. Aug. 30 _____________ .. DOD 1" .. 1, ... 1,007 ---------- ____ PM_PM. 

80 ... 37 ••••••••••••• 8,681 1,1lO 2,1l8 ... 2,888 ---------- ----------Oct. 25 ______________ .. '''' 2M 727 ... '.602 -------ji- ____ PM_PM. Nov. '29 _____________ "' .... ...'" '.561 4,775 "'OIl ----------Dec. ZI _____________ 
111,083 16,IU8 14,816 ",13. 88.«0 172 ----------

19M-Ian.8L ____________ 111,397 ".'" 31,861 29,163 17,431 eo -.--.,---Feb. 28 ______ • ______ 
82,345 26..62 9,399 19,623 6,861 --------.- ----------Mar. 28 _____________ 29,369 18,712 ..... 7,381 1,632 ---------- ----------Apr_ 25 _____________ ""93 4,1ll ..... ... 3.790 ---------- ----------

May30 ____ . ______ • 6,178 2.371 , .. '.838 771 ---------- ----------.June 71 _____________ 6.216 .... 11 2,762 ... , .. ---------- ----._----July2li ____________ ,,271 8M 473 l,li11 .,633 ---------- ____ PPM_PM Aug. 29 _____________ .... , ..... ... 741 . .. ---------- -------._-

~lt~·8~ _ _::::::::::: 6.812 '<D 3,703 340 l,6U ---------- --------.. ..... 1,101 ... ... 8,811 --._------ ----------Nov. 28 _________ .: __ .. "'" 2,74.5 250 1,79D 883 ---------- ----_._--. Dec. 26 _____________ 
6,811 1,166 ... 1,927 .. , .. ----.-.--- --.. -.---. 

&<.tft'"'U.-Seo Annual Re_ for '932 ( .. ble 25). 
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No. 27.-HoLDINGS OJ' UNITED STATES GOVERNMENT SECURITIES BY FEDERAL 
RESERv:II BANKS AT END OJ' EACH YEAR, 1930-34, BY CLASSES 

(ID Ib ..... cb 01 doJJan] 

'fO'J:AJ. HOLDINGS 1930 11131 1932 1938 ,.'" -"-----------1---------------
Bood8: 2 percent consols of 1930 _____ ._._________________ 9Ui ._. _____ • _______________ a_a_e. _________ _ 

2 percent Panamas of 1936-38____________________ m <I) (I) (I) (I> 
8 paroent coDverslon honda of lliK&-4:7 ___________ I 1.796 I 6.S5 J 6H I (IoU I M4 

m percent Liberty loan________________________ 10.102 84, 626 25, 0'Il 26,626 25,m 
percent Liberty loan_ .. ___________________ .. __ '103.060 '213,240 3M, 188 868,4M n.244 

a percent Treasury bonds ot IML _______________ • _______ ._._. ___ ._ __________ 467 20,011 

:~=~:~~~~~t~::::::::::: ____ ~~_ f::~ 1::~; ~:m ~~; !M-4W' percent Treasury bonds of 1943-46 ________ .________ __________ __________ 26, 63f 26, 696 
~ perc&Jlt Treasury bonds of IGQ-47 _ .. _.______ 8, 202 8, MO 6. 791 6,772 6, 772 

4~.t.;!;=~;~o~:~t~~~:::::::::: .Jr:~~ 7.i~ a:. m f.~ 
Treasury bonda of 194fHi6___________ a. 900 6, (ti2 2.876 2, 882 0,037 
~bondsofl94&-f9----------- __________ 10,272 1,840 1,876 1,860 

=cfsf:~~:::::::::: :::::::::: ____ ~:~~ _____ ~:~ ____ ... _~_ 43,m 
3 percent Treasury nda o11l146-M _____________ _____________ • ______________ •• ____ po_Po. 40,000 

---------------Total bondl__________________________________ 163,786 860,366 f21,862 443,338 3905,666 
TTeasury notes._____________________________________ 226,473 33, 008 299,703 1,063,300 1, MlT,lltl 
Certlllcates of indebtedness_________________________ 316'1028 211,199 718,{164 05105,789 _________ _ 'l'reasury bllla..... ___________ :._______________________ 24, 181 162, 3M 41f. 613 426,086 fOI,476 

---------------TotalU.S.OOvernmentsecur:lt1es ____________ 729,467 816,9tJ7 1,866,142 ~ 2.430,261 

BOVGB'f O'O'fBlQII'r 

In System Investment acoount: 3 cent Liberty loan________________________ __________ 80.025 26,026 26,026 26,026 
Liberty loan________________________ 28, lM8 131,7110 310, Mil 286, MIl lOQ,fI6U 

otl~6 _______________ ____________ ._______ __________ 26.000 26,000 
of 1044-f6___________ __________ __________ __________ __________ 39,000 
of 1941______________ __________ __________ __________ __________ 20,000 
19t6-48 _____________________________________ . ____ • __ ._ •• ____ 40,000 

__________________________________ lliV,532 20.000 282,334 1,(J(M,862 I,M,M2 
CerWlca.tes 01 Jndebt.edne8ll_____________________ 2Z3,463 252, 283 640,200 470,337 _________ _ 
Treasury billa.. _____ .____________________________ 24, 181 82, 718 372,.us 412, 336 aM, t»4 

Total In ,pecIal investment aocoUDL .. ________ ~ ~ ~ ~ 2,2'13, 160 

In otber aaoounbl: 
Bonds: 

~=:=:~~93i-38:::::::::::::::: ~ ----(1)---- ----ilr--- ---il'---- ----il)----
3 percent conversion bonds 011946-47_______ J J. 796 • 8M J 644 J 644 J MC 
8~ percent Liberty loan____________________ 9,262 4,600 2 ______ •• _ 2 

~ =: ~~ ~d8-ciiiV4i:::::::::- _~_~~ ___ '_~~ ____ ~~_ n.~ au'~f 
~ percent 'I'reamry bonds 011944-46 _______________ • ______________________ .. ______ ._ f. 474 

.~perceotTreasuryboDd8otl940-43.------ 6,000 14,864 13,778 l.3.m 9.m 
3 percent 'lTeasury bonds of lIK1-t3 _________ w_.w.~__ 11,162 6,787 6,749 2,d61 
3 -tW; percent Tre8sory boods of IM3-44.. __________ • __ • ______ ._ __________ d34 CI9tJ 

~==:~~~:~~=:::::: ~:~ s.m 6,~ .. ~ 6,m 
" percent Treasury bonds ot 1944-M _____ 

w
___ 3), 712 5, 2ZJ 308 395 .f. 380 

~percentTreasurybondaof19t6-.56------- 3,900 05,0'12 2,875 2,832 0.001 
3>' percent ~ bonds ot 1941H9 ___________ Pow_a. 10,272 1. M9 1,876 1.8tIU 

:=~~~::~:::::::: :::::::::: ___ ._~ _______ ~ _______ ~_ (I) 6M 
Totalbonds _____________________________ ~ 130,0522 ~~~ 

5i~~~::::::::::::::::::::::::: ___ ~~_ H:m it: 55 ---~:: 
TotallDodler8COloutli ______________________ ~~ 211,423 212,(lg6 "JI:II,l08 

Total bought OIlIrlgbL _____________________ ~ ~ 1,861.031 2, oW. ~ 20m, 266 

80'000 1J1fDD ......u £OB811lf&lft Boods____________________________________________ 22.818 18,02D 913 2.I.22 ________ _ 

~::IDdeb~::::::::::::::::::::::: tt~ t~ ____ ~~~_ : :::::::::: 
-rr-uy b.II ••••••••••••••••••• _ ••••••• _ ••• _... •••••••••• 21.700 ••••.••••••••••••.••••••••••.• 

TotalboaahlUDdor __ l_...... ... ... ~ .,U1 "' .... _ ••••••• 

!~.~~~ __ .I_ .. J1MI 
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VOLUME OF OPERATIONS OF FEDERAL RESERVE BANKS 

No. Z8.-VOLlIJIlI 011 Qp"BATlONS IN PBINCl1IAL D!lPABTllBNTS. 1930-34 
[Number In _cis; _lain thOllSOllds or dollanl 

.AJ(OUJl'lB JUNl)UJ) 

11130 

.. ... 

)9,382 
.. 338 

1,412 
1,868 . 

11131 

100 ., . 
22' 2, 269.292 

....... 62 
.... 61. 

17,2122 ,,927 

..... 
1 .... 

178 
m 

7. 
2, 025,652 
...... 787 

.... 638 

17.710 
7 .... 

l,9M 
1 .... 

11133 

81 ... 
79 

2,013,459 
2, 497, 928 

.... 1133 

IU99 
,,371 

Brns cUscounted_________________________ '''007.117 I ...... "'" ' ...... 306 9, .... 808 

~~~~~: . Notes dlsoounted _________________________ • ____ • __________________________________ ._._ 
Coznmitmeuts ______________________________________________________________ • ________ _ 

BOla pmcbued lD open market tor own 
8COOUIlt_________________________________ 3.813,698 2, 998,416 762, 756 8D8. 001 
ummcy received and countecL._________ 14, 262, 809 l2. 668, 638 10.952, 597 U. 710, 3M ______________ 537,534 585,945 800,206 824.617 

____ 0 _________ 3at,883.0'1J 248.172, 9se 176, 00I,?VI 157.833.892 

629,iBI 678,082 
15.427.811 6.639,669 

19,444,110 24,822.728 
116. OW,OU 86. 069,161 

• Two or more cheob. coupons, etc., handled 818 sina:1e Item are counted as 1 t, piece." 
BGc.t :""' ... -8ee A.Jmualll&port Joz '1133 (table 32.) 

1113< 

11 
~ 

:j 

2,067,s:tJ 
~666,160 

818,8<: 

21,551 
7 •• ~ 

'.28 I.'" 
71 .... : 

14,. 
11,44: 

75,00: 
9,932,60 

.... 211 
'79 ........ 

.... b 
_.742,111' 

29,941,041 
73.f1I7.161 



.L"4u. ".,.-VOLUME 01' UPBRATI0NS IN .t'RINCIPAL DEPARTMENTS OF EACH FEDERAL RESERVE BANK, 1934 

II B I New I PbU.· Total oaton York de1pbla Cleve- I Rlch- I Atlanta ,I Ohl ...... o I at Louis I Minne-I Xansaa I DaIlai I 8an land mood ........ apolis Olty ~CisCO 

NUMBER OF PIECES HANDLED I 

J discounted: 
Applicatlon' ________ • __ • 16, 176 968 6,04 C.8M 809 834 4.77 m6 «3 1M 204 262 4.06 
Not8ldlscounled ________ 42,1j8 1,6M 17,&6 12,629 2,391 1,923 1,448 623 ,"3 '"0 600 1,727 895 
ustrlal advances: 
Notes dboouoted_ •••• ___ 463 9 64 4.ti &8 83 75 20 22 76 21 33 '1 
Commltmenta.. __ • ______ • :m 28 t4 16 22 11 23 1 38 __________ 6 _____ • __ ._ 39 
• purabaaed 10 open 
~ket for own account.__ 7. too .aD f, 016 23 8M 20D 252 Q 201 183 23S 30li 484 

~~~~~ __ ~~~~_j_~~~ •• ~~.~_ 2, 06'1,83e, 000 192, 087,000 MIll, 026, 000 177,718, 000 121,321,000 10:;' 956,000 104,488,000 368,708,000 Ill, '101,000 42,573,000 ftS,2f4. 000 51.3~~ 132,043,000 
o received and countod •• a. 6M, 164. 000 341.1120 000 001, 463, 000 264,018,000 1111.1)30,000 166,931,000 65,068,000 286,505, 000 J06, 248, 000 14,602,000 50,067,000 42, 054,000 130,186.000 
=~I~:(~;handieii;.-. 811.,847,000 83,1136,000 167,703,000 lIS, 381,000 81,2{II,OOO M.6fa,OOO 30.850,000 117,104,000 46,695, 000 27,974,000 61.776,000 37, 320,000 fl),U7,OOO 

tJ. 8. Oov', ooupoua pald_ In. Ma, 000 1,823,000 a. 033, 000 1.482, 000 3,234,000 783,000 640,000 4,007,000 I, 188, 000 746,000 1,304,000 4811,000 1,240,000 
t"8~~.dJi1Ci"C.;b(IR8:- 7,430.000 fQ3.000 2,864,000 373,000 439,000 336,000 214,000 838.000 flS,OOO 783,000 371,000 213,000 600,000 

Ou.-IISUes, redemp-
onsand6l:ohnDl* •• ~~.__ &,281,000 281,000 1,2"15.000 292,000 567.000 181,000 192,000 1,362,000 305,000 161,000 358,000 113,000 214,000 
.DIferofhwda.. ••• _. ___ •• _ 1,126,000 33,000 271,000 83,000 ~,ooo 68,000 63,000 173,000 68,000 .2,000 86,000 74,000 100.000 

AMOUNTS HANDLED (in mUUons of doll!ll'S) -----" discounted •••• _ ••• _._._ 714.4 40.e 418.1 1"8.6 .... 1&3 
ust.rislndvanoas: 

23. a I'" 10. a u 8.3 2.. ... a 

Notes dlsoouoted._ •••• _ 14.0 I.' 1.0 a.a 1.0 I.a .0 .. .a I •• .. LO .-Commltmentl _______ ._ •• 
11.' 1.8 4.0 .7 LO .' .8 (') 1.3. _____ • ___ .6 _______ •• _ .8 

II purchM6d In opcw 
wket for 0"'0 f\t'CIOunt •• _ 7U 1:1.& 17.' U U .. - .. 8 7._ 2.1 L8 U 7.7 7.2 

~~::l._~~~~_I~_~~ .. ~~~_ 0,032.6 ..... 7 3.043.0 .... 1 .... 0 4111.4 368.0 I.87&.2 .22.' I .... 270._ 181.8 726.8 
o ftK)elved and oounted •• ..... 31.0 107.0 30.3 13.3 14.3 7.3 26.7 IU 3.. 0.8 6.. .... M"k' bandled ___ • __ •• ___ •• Int,M4.6 11,443.2 ao. .... O 11,18.\.0 16,113.8 0. ..... 7,640.3 22,7,"-1 0,1(10.2 .. soo.7 8,240.6 a, 784.' 10.328.1 
JecUOIi IteUll handled: 
U.8.00v"couponspeld. 

_. 
47.4 8.51.1 .8.D ".7 17.11 I~S 81.0 19.4 12.8 21.0 ... 27.S AUother. _________ •• ____ 

0.743.0 ..... I,SUS 210.' 
_. 

..ta ,,6.8 1,431.4 877.4 ..... 3a2, • ..... 368.0 
B. Oov't dlrec' obllp. 
lon ..... taau-. red.emp-
UOI., and ucllanps •• ____ 2O,04t.l 1.227 .• 10,421.7 8tl8.1 ...... ..... 315.5 3"m . .5 ..... 2 30U .... 2 414.3 653.7 lb."" of fUDda._._._._ •••• 73,077.2 2,4112.1 38.642,4 2,4M.4 .. -. 4, DOlI. 1,391.11 12,619.2 ....... 1,640.4 3,528.0 2,663.7 8,003.3 

I Two 01' man obeob. coupona,. etc., handled at a am,le Uem are counted 81 one .. piece ... • Lea t.ban t60.ooo 
Bact huna.-800 AlUluai a ...... rw 11133 (labl,33). 
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No. 30.-VOLUKE 011' OPERATIONS 011' BRANCHES OP FEDERAL RESERVB BANKS 

NUMBER 01' PIECES HANDLED:I 1934: 

No. 2-BuftalcL_______ &12 39,se9,OOO 31,m,OOO 11,tM6,OOO 78,S 86.134 ,,789 12,871 
No. 4-CincllmaU ____________ 27,801,000 ""863,000 17,l.t8,OOO 893,811 M, 134 70.209 13,170 

Pittsburgh-______ • ____ U,452,OOO 33,766,000 31,074,000 621,677 28,666 44.690 14,M7 
No. 6-BaJtlmore______ m 4U,905,OOOl13,676,OOO lO,8M,O(M) 417,263 169,691 36,(0) 15.361 

Cbarlotte _____________ 12,71f1,OOO 7,238,000 7.143.000 6,655 42,722________ 12,22'.1 

No. &-:=:~:::::::::: ~~= ~~~ t~:~ :::= ~:~:::::::: ~t~ 
i:!":~~::: ----.74 ~=:ggg 1::~:~ t~~::= 1::~ ::~g --ii;"i87 ;:~6f 

No. 7-Detroit-________ 168 09,475, 000112D. 170. 000 16. 683, 000 402. 762 157,658 12. 022 21,678 
No.8-Little Rock____ 28 7,470,000 4.332,000 3.956.000 31,881 70.389 1,4.05 8,207 

Louisville______ 79 1'1,139,000 12,424,000 9,582,000 284,964 .f7,660 11,707 0,393 

No. D-~~=~:::: ~ 't~~= 8,=:~ ~:~::g g~~ ~~ ___ ~~ Itg~ 
No.lo-Denver_________ 79 8,662,000 11,197,000 8.736,000 239,214 '13.100 7,418 10,131 

OJdabomaelty ____ po. 8,796.,000 6.649,000 Jlj,213,OOO 82.717 ~5,398 1,245 6,m 
Oinaha..________ 161 9,211,000 8.601,000 11,OM,OOO 267,240 83,660 5,241 19,822 

No. ll-El Paso________ 6 3,5t1,OOO 1,556,000 2, 790,000 30,379 14,270 ________ 4,874 

~~QiO':: ~ 1~~:~ ~:~~ ~~~ ~lli :t:~l::::::::: ~~ 
No. 12-LosAngeles.___ 23164,588,000 60,823,000 15,731,000 tMI,627 107,023 21,621 43,890 

__ 45 7,oos.ooo 6,34.9,000 6,4.71,000 146,078 56,026 12,84.0 6.331 
_ 62 3,946.000

1 

1.044,000 6,941,000 9t,619 246,732 3,625 11,198 

-eo::::::: ~ It:t~ t~:~ t~:ggg ~:= =:~ ~~ ~m 
Total_____________ 2, 78i 486.609,000 530,990.000 233,618,000 4.840.000 1,7m,OOO 298.486 801,000 

AMOtJNTS HANDLED: 1934 (In thousancls of 001181'1) 

No. 2-BnfI'alo _________ M. 71J 185,516 
No. .f-C:lnclnnatl____ _______ 102, 852 

No. 5-:~~~u:e~::::: -ii;6ii ~~ Cbarlotte ________ ._____ 46. 148 
No. &-Blrmlngbam___ _______ 31,6M 

Jacksonville..___ _______ 67,273 
Nasbville______ _______ ss. 275 
New Orl68lll ___ 6,384. 71,672 

No. 1-Detroit.... _______ 6.359 418,353 
No. S--Llttle Rock____ 655 28, 981 

Louisville______ 4, 209 68.115 
Memph1s..______ .,277 60, 508 

No. 9--Belen& __ .______ 205 11,364 
No. lD-Denver_._______ Il63 62,417 

Oklahoma City _______ 32, S60 
3,368 48,372 

No. 11 88 t3,t39 
616 37,444 
185 32,648 

8,269 268,tZS 
1,023 40,616 

742 26,907 
M6 67,553 

~~ 

t~ tT~= I~~~ ~:~ J:t~ ~:~ 
3,817 7,611,692 17,774 68.035 86,005 667,306 
8, 098 8,020,613 10. 712 140, 114 230. 180 878.119 
1, 1M 1,466,935 613.fl, 707 ________ 8M, 767 

780 1, 133,457 445 14, 847 ________ 129,349 
1. 378 913,756 1,438 22, 103 ________ 181,981 

2.= tMt~ 3J~ ~~-·78;"982 3rr:~& 
'1,9S8 "99~,276 7,660 138,779 8.408 2, 1M, 1M 

491 537,612 474 33,367 836 144,163 

t~ 1,=:= 8,~ ~~ t~ :~~ 
2,~ 1,~~ ,::: ll:I~ ---7;if,i ~m 

944 1,809,666 931 23,846 637 160,416 

2.~~ l'~i:~~ 8,= ~m ___ ~~~ 1~= 
I,~ 1,~~:g~ l:~i ~~:::::::: =:~~ 

16,296 2, 833, 234 D, lOO M, 273 83,953 1,562, 138 
1,230 933,497 1,792 42, 479 4,673 429,674 

t:ffi ~= i~ g::~ t~ ~::: 
..... 663,322 666 22,079 1,662 100.719 ------------Total _________ • ___ 109.971 2, 178, 121 ""O! 43,.09.... 9'.185'.303,799 .... 00.18.060,768 

I Two or more obecka, QOupons, etc., handled as a single item, are oounted as 1 "pleoe." 

NOTJt.-CtIrI'eJleY rece1ved and oounted during 1934 by agencies of the Federal Reserve Bank of Atlanta: 

~::n~~~~=~eo:y ;:g::, 'b~'::~~Sa~~aGa~,'~m~i=' =:::s~ooo. 
Blfet _ ... -see Amnw _1or.933 (table M). 
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GOLD SETTLEMENT FUND 

No. 31.-SU>IMARY 01' TRANSACTIONS THROUGH TUJI FUND, 1926-34 

(In mfWODI ot dollarsJ 

Dally aett1ementa 
between Federal 

Yearaod month 
~=':.I __ Reeerve_--;-____ 1 r:~ With. Deposits !:~<:f 
=o?l Transit = tr::::n drawall perJod _ DOte 

clear.,.. 
------1--------------1---
1926 ••• _______________________ .... " 113,(56.8 .... 8 1.043.4 8,029.2 a,OOIIi.8 Ida.s 1927 __________________________ 

.... 3 123,031.5 673.2 1.4315.7 a,197.3 3,"" a &:.:8.2 1928 _________________________ 
1128.2 132,626.2 ..... l,l72.1J ....... 3,01 ... 037.0 1929 __________________________ 
687.0 145,132.4 , ... , 1,062.1 8,160,4 2,,984.6 611.2 1930 __________________________ 
611.2 llil,4li8.3 669 •• 1.530.2 ...... 8 1,970.0 417.4 1931 __________________________ 
411.4 12f,l37.8 MO. 1 1,906.0 """.0 ...... 7 814.1 1932 __________________________ 
314.1 89,627.8 646.4 1,648.4 4, 1M. 8 ,,182.8 .... a 1933 __________________________ 
340.3 76.726.4 614.4 2,676.0 ....... 4,828.6 818.2 1934 ________________ ••• _ •• ___ • .18.' so. 810.0 .ou ...... 0 2, OU$. 4 3,110.15 1,718. a 

I~ 
1anuary._ •• __ •• __ • ___ ._ ••• __ • 618.2 ,,1!08.' 30.6 ..... tOLli SIlO •• 8117.1 

::~~:::::::::::::::::::: 897.1 0.036.. 37.' 167.6 .... 8 m .• l,03t.O 
1,031.0 7,662.7 39.4 72.1 300.3 818.4 1,3U.l 

tr.~:::::::::::::::::::::::: 1,3«.1 7,348.3 39.8 848.0 3Gl.2 623.4 1.1108.3 
1,606.3 8.838.0 ".1 I.", 77.' 120.g 1. MO. 0 1U1l8. ____ • ___ .... _._ •• ________ 
l.li6O.0 '1,217.8 4&' I.U 1U8 :14&7 I. ..... , 

JuJy _______ • ___ •• ___ •• __ • __ •• _ I,Mag ... OM .... ..... 132. a ""'.8 1.711.0 August. __ • ___________________ 
1.712.. "069 .• 61.8 Jl6.1 91.3 125.1 1,747.3 September _____ • _________ • __ 1,747.3 6,432.8 .... 109.0 too. 4 .... 1,880.4 October _______ • _____________ • 
1,889.4 0,783,. 82' ..... 123.6 so .• J,MG.4 November ____________________ 
1,646.4 6.21.5.1 "'3 184.0 03.. 1 ... 0 1.760.8 December ________________ • ___ 
1,760.8 7,200.8 .... 1"'-0 100.0 118.0 1,718.1 

Baek.lI9utu.-8ee Annual Report for 1933 (table 3S). 

No. 33.-SUIIMART OF TRANSACTIONS THROUGH TBB FUND. BY DISTBIC'1'8, 1934 

[III mlIlfDDa 01 dollanJ 

DaD, 88ttiementa between Federal 
Reserve bank. 

Interra1erv8 Balance 
J'eder1ll Be- bank &raosI6I'I in fund 

Federal Reserve !~ TransIt cIearlDp serve note ~~;.. !!to. ~ = 
bank: lao. 1 c1eadn&1 ... - -- DellI 

1----;---1---.---1--.---1 Dec.,! 
Pay· Be- pay- Be- Pay. Be-

menm eeJpm menta calpts meuts eeJpm 

----1-- ---------- ----I-----
Boston ___________ 

I ... 6,4.515.0 6,703.3 .... 44.1 ISO. 8 1fT.7 OG.' 1711.' .... New York-___ • ___ IOU 25. 62t. 2 .47LD 122' 141.8 1,117.0 2IlO •• 374.1 1,083.4 ..... 
Pbllade1phla _____ 10.9 6.108.7 0.088.0 03.. ".a 82.7 ,.... 23CO ....8 ... 1 Oleveland ________ .... 0,100.4 .. 268.' .... .... '18. • ... 0 126.4 82,1 IlL' 
Rlehmond. _______ 200 "727.7 ....... 0 ... 1 38.0 70.. ItU 1 .... ISLO 38., AtlaDtL.. _____ • __ 221 3,034.1 2,85LI "'-I .... .U 1"'-8 ".0 114.1 23.0 Chicago __________ , ... , lJ,3Ol.4 11.348.6 .... , 10L8 283.0 on. ..... '26.7 n. BC.LoaJI. _____ • __ 37_0 ....... .. .... , a ... ... 7 37.0 .taLa .taL' .20.1 ILl 
Mfnneat>OlfL-____ nu 1,.812.8 I. ..... .,., 17.4 2.6 2211.0 113.1 176.2 211.1 
Kamas 01", ___ au 4,491.2 4,166.0 28.8 .... .... ..... 118.. 17&.1 au Dallas ____________ au 3,062.g 2,g:jiL4 16.\ IU 37.0 12L0 .... 82.. .... Banl'nDcl3co ____ 30.8 ...... 1,"'" 21.0 au 37.1 =0 100., 2OL1 .... 

To ...... _____ • 18.' .... 81tLO .... 81&0 .... , .... , ...... 0 ...... 0 2,01&, 1,11& • 1.71&. 

__ .. -BooAmmalllepo,U« _ (1able1G). 
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FEDERAL RESERVE AGENTS' GOLD FUND 

No. 33.-BUMJIABT 0 .. TRANSACTIONS THROUGH Tn FUND, 1926-34 

lID mUll ... of dollars] 

Year 8Dd month 

1~ 

--------1---1----------
1915._.: ___________________________ _ 
192'1 _______________________________ _ 
1928. _________________________________ _ 
192IL. _________________________________ _ 
1930 ___________________________________ _ 
1931 ____________________________________ _ 
1932 ___________________________________ _ 
1933 ____________________________________ _ 
IDH-___________________________ :-______ _ 

.... January _____________ ..: ___________________ _ 

a~:_:::=:::::::::::::::::::::::::: 
tf.~=::::::::_..:=:::::::::::::::::::::: June ___________________________________ _ 

lwy •• __________________________ : _____ ,_ 
A ........ __________________________ • ____ _ 
8eptember .. ___________________________ _ 
Oetober.= ______________________________ _ 
November ______________________________ _ 
Deoember ____________________________ _ 

000.' """. ..... ..... 
1,02&3 473.8 

7619 368.6 
1,262.9 ------i.""ir 1,100.4 
1,200.7 
1,237.6 ----------1.149.7 ----------

t~~:: -------------------1.919.6 ---------2,060.9 
___ -Co .. ___ 

2, ZT6. 0 ----------....... ----------
,,329.' ----------2,38<.9 ----------2,421.4 ---------2,462.9 ----------2,513.9 ----------...... 9 ----------

Bad Jilwu.-See Annual Report for 1933 (table 87). 

112.S .... 
70.6 

IG.9 
.6 

La ... ... 
LO 

------------------------------------------------------------
----------
-------~i-

----------
-------~6-

1,199.4 ...... 6 ..... 
2.4.58.4- 2.;14.3 1,02&3 
1,63L4 1,768.1 761.9 
1,500.6 2.210.2 1,262.9 
1,1011 947.& 1,109.4 
1,678.6 1,&19.& 1,200.7 
8,101.8 3,084.6 1,237.8 
4.030.3 3,938.6 1,149.1 
1,009.3 2,468.3 ...... 7 

202.6 ""-. 1.670.6 
104.6 353.. 1,019.6 
90.' ..... "060.9 

115.0 829.1 2,275.0 
<8.. 68.0 "'94.6 

106.6 140.6 2,329.4 

",.0 119.& "384.0 
34.6 11.0 2,421.4 
41.0 82.0 2,462.9 
".0 120.0 2,613.9 
-40.6 au ~~; 7\l.O 1<8.3 

No. U.-8UJ4)1ABY 01' TIuNSACTlONS THROUGH TBl!I FuND, BY DISTRICTS, 1934 

lIn mlllloDl of dollars} 

Trtmsfera Balance 

~~~r ~~~ Deposits~:i' g:: 't:~~1 
Dec. 31 

---------1---------:-----
BOItoD ___ .. _______________________________ 

118.1 ---------- 0.6 7<-0 256.0 ..... New York ______________________________ 
".1 ---------- ---------- 120.0 6.6.4 

_. 
Phlladelpbla ______ .. ___________ .. __________ 

68.. .. ---_ .. _--- ------_ .. -- 139.5 231.0 160.4 
Clevelan.d _________ .... __________ .. _ .. _____ .. __ 110.6 -----_ .. _-- .6 3'1.0 128.. 202.6 Rlchmond __________ .. ____________________ .... ---------- ---------- 128.2 182.. 146.3 Atlanta ____________________ .. __ .. ____ .... __ .. _ 

".0 ---------- ---------- 64.0 ".7 77.7 
Ohleooo. _________________________________ 

.... 0 -----_ .. _-- .. _-------- 193.S ..... .... . St. Louis ______________________________ .. __ .... _ .. _------- ---------- 126.0 162.f 132.6 MlmleapollB _____________________________ .... --_ .. _----- ---------- ".1 118.6 110.0 
Kansas CIty _____________________________ 

83.8 ---------- ---------- .... .. .. 108.8 Dallas. _____________ .. _________________ .. __ 
20.' ---------- -------.. - 13.0 " .. 6 .. 7 Sao FraD ..... ___________________________ 
00.8 ---------- ---------- 41.0 to ... ... .. 

B4d:: jl.quru.-see AmluallLeport (or 1938 (tabla 38). 
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MEMBERSHIP IN PAR COLLECTION SYSTEM 
No. 3i.-NUMBER OJ' BANES 1 ON PAR LIST AND NOT ON PAR LIST, BY FEDERAL 

RESERVE DISTRICTS AND STATES, ON DEC. 31, 1933 AND 1934 
[Nonmember banks Doton parUst comprise all banks, other thanmutua1 savings banb, that bave Dot agreed 

to pay. without deductions for exchange, such checks drawn upon them as are presented lor payment by 
the Federal Reserve banks, except that figures publisbed prior to 1934: exclude private banks not under 
State 8upervision] 

Dec. 31, 1933 Dec. 31, 19M 

Federal Reserve district or State Member ~~u:;mb~:::S ~ ~o::rmb~::= 
-------:OD"IST"'ru"'CT=-----i banks ~ par lliIt banks ~ par Jiat 
BostoIl..~ ________________________________ _ 
New York ______________________________ _ 
PhIladelphia ____________________________ _ 
Cleveland _______________________________ _ 
Ricbmond. ______________________________ _ 

381 209 ---------- 871 17< ._--------
808 300 -.---.---- m '" 671 281 -------"3" 656 ... ----····-i 621 .... 629 638 
400 , .. 338 401 338 '10 
330 109 637 33' .. ... ... I .... 1S7 ... ],740 '11 
4 .. 1.002 377 , .. "III 876 
632 ... 704' ... '14 .., 
748 I .... I" 734 1,108 168 
.. 9 3M .11 ... 33. 183 
'0' 349 39 380 312 34 

6,623 7,164 160. 6,41H ~ 2.643 

8'l'ATB 
New England: Maine ______________________________ _ .9 'I ----_._-_. .. 17 ----_._---

~~:n~_~~::::::::::::::::::::: .. 16 ------_._- 63 12 ._--------
43 40 ._-_. __ .. - .3 33 -_._---_.-MlISS8Cbusetts ______________________ _ 

160 60 ---.-----. 166 4' -._-------Rhodelsland _______________________ _ 
Connecticut _________________________ _ I. II -----_. __ . 14 9 ._---_._--

60 61 .. __ .. _._- 60 .. ----_. __ .-
Middle Atlantic: New York __________________________ _ 

"" 198 --_._-_.-. .78 "" ----------New Jersey _________________________ _ 

Ea.,lNn:JI~8i:"---------------------
306 114 ---.-.-.-- ... 122 . __ .. _-_.-
803 ... -_ .. ---_.- ,.. ... -----_ ... -

Obio ________________________________ _ 
IndIana _____________________________ _ 311 ... -----··-i- 3211 287 ---------8 '34 ... 131 <II mlooIs ______________________________ _ 

3M ... 22 "'" ... 22 Mlchigan ___________________________ _ 
Wisconsin __________________________ _ 113 400 2 164 3M 3 

123 381 170 119 ... 183 
West Nortb Central: Mlnnesota __________________________ _ ... 92 380 228 '" 381 Iowa ________________________________ _ 

148 W .. 148 ... .. MIssourl ____________________________ _ 
137 ... 68 142 ... 68 North Dakota. ______________________ _ 
72 9 138 .. 8 135 South Dakota.. ______________________ _ 

Nebraska ___________________________ _ .. .. .. 87 211 .. 
147 "" 173 147 148 160 Kansas ______________________________ _ 
21 • ... 3 ... ... I 

South Atlantic; Delaware ___________________________ _ 
Maryland __________________________ _ 
District of Columbia ________________ _ 
Vtrglnia.. ____________________________ _ 
West Virgln1a. ______________________ _ 
North CarolIolL. ___________________ _ 
Sooth Carollna.. _____________________ _ 
Oeorg[a, ____________________________ _ 
FloridlL _____________________________ _ 

East South Central: Kentucky ___________________________ _ 
Tennessee-__________________________ _ 
Alabama ____________________________ _ 

w.J'=~tii.i;---------------------
Arkan5aL. __________________________ _ 
Louisiana.. __________________________ _ 
OJdahOIDa. _________________________ _ 
TeJ:as _______________________________ _ 

20 33 ----.---- 20 .. ._--_._---
70 131 70 I2t -----_._--,. I' -------iiii- 11 10 --------jO 

168 116 167 117 .. SO 7 .. .. • .. 19 168 .. 17 If7 
21 • 104 .. • 107 .. II ... sa 14 228 
52 211 78 .. IS 80 

108 '14 .. 109 31. 13 
70 70 177 77 ,. 160 .. 8 132 00 • I .. 
17 • 177 28 7 I7D .. 72 120 .. 73 I1f 
3.\ I. na 34 14 192 ... 21. 1ft 218 184 I. ... 343 140 ftlO II. 128 

Mountain: Mootana... _________________________ _ 
Idaho _______________________________ _ 
Wyoming __________________________ _ 
Colorado ____________________________ _ 
New Mexlco_. ______________________ _ 
ArIIOD&. ____________________________ _ 
U,.!L. _____________________________ _ 
Nevada __________________ • __________ _ 

.. 81 I. .. ... 18 
34 3.\ -_._----". .. 211 ---------, 
32 211 34 .. 
00 .. • .. 74 • 'Z1 Ie • 17 I' ----A_A-Ai 
12 ft • I. 4 
sa .. ---------- 33 211 --_.-.. _.-
7 7 -,._ .. _._-- • • Pac1ftc: WasblDlton-______________________ _ 

q~OD_:-----------------------------
192 SO II .. 70 28 

-~ -~? • .! .~ • I 
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FEDERAL RESERVE BANK PREMISES 

No. 36.--COST OF BANK PREMISES OlP FEDERAL RESEBVB BANKS AND BRANCHES 
TO DEC. 31, 1934 

Federol -.. bank 
or_ Cost o[ bulldinp 

C~dot 1-------,--..... --1 
includ-

b~J~ 
demol
Ish .. , 
.. t 

...... ,.... 
chlnery All 

and other 
equip-
DlIlDt 

Total 

Total _0' 
landand 

bulld· 
Inga 

Book 
value. 
•• t 

Date occupied 

-----1------------1----
Boston ________________ $I,3'6.72D $662.157 S3,6t2.003 S4, me. 760 $5.461,488 S3.1G8.345 March 1922. 

~~~~::::::=:::: ~~:: _~~~~~ 11, =:~ l',:::~ 17J'~J~ 10,:t~ ~~~J~' 
PhillLdalpliliL-________ ll,9OO,830 &33,83,680,080 4,198.288 16,094,116 4.411,110 December 1917. 

Cleveland __________ : __ l,29li,fOO 1,&61.400 8,464,263 8,026,663 0,321,143 4,614,243 AUgwltUl23. 
Pittfiburgh____________ 7$1,8M 352,4.ll l,OW.460 1,401,861 2.,183,226 2,014.636 December 1931. 

Richmond_____________ 271,924 482, 652 2, MO. ~ 2. 622, R59 2, '194. 783 1,885,004 October 1921. 
Baltimore_____________ 200,487 aao.439 1.247.019 1,677.488 1.827,976 1,362,330 September 1928. 

283,000 17&. 279 I, W, 487 1.630,768 1,813,766 1,061,174 October 1918. 
124,137 46,788 311,336 358.124 482,261 331,8821anuaryl927, 
45,842 25,lI56 214.312 240,268 2M. no 176,000 June1924. 

148.(0) 25, 101 211,&16 236,717 284,717 159,871 December 1922-
311,200 159,602 738,404 897,906 1,009.156 ~.140 Octoberl923. 

g~~::::::::::::::: 2,:1:= l,~~= t:;:::= ~tl~:rel~~~:~ 4.m:~ if~~19~. 
St. LouIs _____________ _ 
Little Rock. _________ _ 
Louisville ____________ _ 
Memphls ____________ _ 

1,35li,374 1,141,270 2,111,809 8,253,088 4,608.462 1,899,907 luneI925. 
86,007 103.608 233,079 336,687 421,694 214,416 March 1925. 

1131,177 35,060 226,259 261,319 392,496 212,709 Junel91l1. 
100,906 t4, 06.2 233,646 m,707 878.613 271,471 lune 1920. 

Mlnneapolls __________ _ 
Helena _______________ _ 600,621 826.671 2,316,746 2oM2,317 3,542,838 1,&32.112 FebrnaryI925. 

16,000 16,109 156,200 172,399 177,399 47,881 February 1921. 
Kansas Ctty __________ _ 
Denver. ______________ _ 

g=~~_~_l~~:::::::: 

495,300 836,8168,391,101 4,227,917 4,723,217 2,292,330 Novemberl921. 
101,51 60,593 44.9,876 510,469 611,981 381,636 November 1{1215. 

1;g:~ ~:= m:= :;i:~i~ ~~ru ~:m t~t:·I025. 
Dallas_________________ 189,831 352, 671 1,172.133 1,624,804 1, 714, 63ti 1,062,698 March 1921. 
EI P8.!IO_______________ 39,003 10,824 111,369 122, 193 161, Ul6 106,431 AURUSt 1920. 
Bouston ____ .. __________ 66,313 60,001 286,801 34.6,802 413,115 286, t61 February un2. 
Ban Autonlo_________ 76,002 21,238 167,642 178, 780 263.782 229,715 October 1928. 

San Franclsoo_________ 412,996 78.f,102 3,1«,407 8,928,609 4,341.&05 2,134,664 December 1023. 

~t~cit7:::::::: ttt~~ ~~~ :::~ 1.~:~ 1,~:= 1.~::~ ~~b~~i927. 
TotaL~~_~ _______ 19,998,980 13.6Ul.316 68,466.667 69."73,982~ 49, Un,2liO 

OTHER REAL ESTATE ORIGINALLY ACQUIRED FOR BANKING HOUSE PURPOSES 

ID1.~~:rb"an~~~ .. C08t of land" represents appraised value, remainder of purchase price lnoluded 

1 Estimated cost to complete addition, S7OO,OOO. 
I Estimated cost to complete addItion, $624,000. 
NOTl:.-No bank buIldings or slteoi thert\for bave been aeqo1red for the foUowlng branches and agencies: 

Branch_Charlotte, Portland, Soo.ttle, Spokane; AROllctes-saVannab
h 

Baban&. Tbe CincinDati branch 

~n~ot,.~ ~~!;'C~=cetnb~ih~~!1==~A~ ~I~l~e=~ on the site leased 
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EARNINGS AND EXPENSES OF FEDERAL RESERVE BANKS 

No. a1.-EABNINGS OJ' FEDERAL RE8&BVE BANKS, BY 80UBCJCBJ 1914-3~ 

On On On Deficient V'om 
Total dfscounted purchaaed 17.8. Gov- , ...... mlsoellaDeo-

bills bill. ernment penaUIel ooa IOUlO8l oecarillee 

---------------
1914-Uii ••••• _____ • __ • __ $2.173,21;2 $1,218,618 -.664 $171,831 

--·---ii~i67- SMS.'" 1916 ___________________ 
6,217,998 1,026.676 1,660,918 1,106,860 1,623.388 1917 __________________ • 

16, 128, 339 6.971,479 "rMl.729 2,367,089 194,628 1.M2,818 1918 ___________________ 
67.684,417 48,348,007 11.939,808 a, 828, 782 898,901 2, 108.829 1919 ___________________ 

1",,380,083 80.168,1" 13 ........ 6, 7.~800 727.8<4 1,128.761 
1920 ___________________ 

181,296,711 149,059,826 22,020,138 7,140.61& 1.673,336 1,602,778 1921. ___ • ______________ 
122.86.5.866 100,698,676 6,234.141 6,263,864 1,177.562 001, &34 1922 ___________________ 150,408,699 26,623,123 6,628."'" 16. 882. C63 602,Wil 1,061,206 1923 ___________________ 
50,708.666 32, 956.293 9,371,288 1.444,089 621.061 416.836 1924:. __________________ 
38,340,449 16,Q42.846 6,709,809 U.7l2,6113 381.01Qi I,M,. 

1925 ___________________ 
.... 800.706 17.679,049 9.U13,915 I" 783.001 810.4011 1,923,836 1926 ___________________ 
47,699,605 22, MI, 661 10.000,081 12.589,119 382. 946 .. 072 .... 1927 ___________________ 
43.024,484 17.010,778 9,206.m If,206,174. 273,839 2,327.016 1928. __________________ 
".062,860 88.mHO 13,020,636 10, m, 702 "rl7,fOl 1.603,082 Im ___________________ 70,966.496 401.700,662 12, ....... 8,1".48<1 440.6\3 ...... iKO 

1930 ___________________ 
36,424,044 10,6'T2,2US 6,081,181 17,2'73,331 .... , .. 2. 111.MB 193L __________________ 
29,701, Z79 9,820,&43 6,00II.641 '2.428,297 ....... 2.146, V36 1932 ___________________ 
60,018,817 17.881.0ti8 2, 786,213 26,923,688 611,432 1.887.MS 1933 ___________________ 
4.9.487,318 0.131,038 1,238.068 37,629,872 191,061 1,301.28V 1""- __________________ 
48.002.813 1.231,367 14.1.225 ",130.9<1 ,.. ... 1 ..... 0" 

Total ____________ 
1.119,182,292 664,.21 .... " •• 308,""" ........ 867 8, tWa, 7lI' 112."'2,3112 



EARNINGS AND EXPENSES OF FEDERAL RESERVE BANKS -111 

No. 38 .. -ToTAL EABNINGS, CURRENT EXPENSES, AND NET EARNINGS OP RE
SERVE BAND AND DISPOSITION MADB OP NET EARNINGS, 1914-34 

~ 
B_and_ n_tIonotDe:'::-

Total Omrent Net Dividends ~ ~ ~;'r 
earniDp expeDSe8 earntngs I paid IlUl'Plna sorplUl Govern: 

(Sec. 7) \~j numt • 

----_._----------_ .... ,..... 
llilli-M: 

Boaton..~ ______ $74,706,1118 133, 738.130 537.""'" $10,193,923 120,132,282 -$3.155 $7,111.396 
NewYork.. ___ 330,226,262 112,619,436 2Of,480,460 43,988.481 92,493,411 -7,694: 68,006,262 
Phila1elpbia __ 86.588.767 36,063.402 47,026,096 13,376,306 ... 000.785 -SO. 6,...,001 OlevelancL ____ 

118, 7V1.191 ..... '.606 47,tl6,110 14, 003, 710 28.618.1(» -8.156 t.M2."7 
RlehmODd. ___ 62, '81,279 ......... , 23. .. 1 .... 0.187.625 10. .... 060 -2Il8 8,200, 180 Atlanta.. _______ ....... 11K 21,838.849 2t,812,460 6,052,700 10.811,741 -2,632 8.950,561 Chlcai!:o _______ 

l59.162,8tf1 63,706,371 83,502,537 17.116,806 41,098,878 -...... 26,313.526 St. Louia. _____ 47. W2" 073 ~471.l3C 17,8(II.,lKK 6,305,411 9,747,851 -<7 .. ' ...... 
Mtnneapolis... __ ",292,931 17,218.195 18. ....... ...... 97. 7.420,452 -4,832 6,202,000 
Kansas City __ 63,186,478 29,259,105 19,621.684 ...... 24. 7,743,958 -8,'" G,039,100 Dallas _________ 

39,266,942 21,772, fill 13,288,483 4, SlH, 749 8,130,686 600 .... 
SaD. J'raDc1soo_ 87,362.622 Alj~,7tii 36.772,701 ......... 19,496,12'1 -..... 7,007,34.1 

Total.. _______ l,1l8,1S2.2U2 469,661.416 m,6?9,291 137,908,986 284,692.329 60,373 149,138.300 

All Fed"'" Re-
B'Ve banks: 1914-16- ______ _ 

1910 __________ _ 
1917 __________ _ 
1918 __________ _ 
1919 __________ _ 

1920 ___________ 
1921. __________ 
1922. __________ 
1923 ___________ 
192t __________ 

1925 __________ 
1928 ___________ 
1927 ___________ 
1928.. •• ________ 
1929 __________ 

1930 ___ -________ 
1931 ___________ 
1932. _________ 
1933 ___________ 
183L __________ 

~~It= t=::= i:"~~:= 
10,128, 339 6,169. m D. 6n1, 607 
87,584,417 10,959,533 62, 716, 310 

102. 380,li83 19. aag, 633 78. 307. 604 

181.296,711 ....... 030 lfD,294,774 
122, ....... .......... 82, 087, 225 

60.498,699 29,659,Of.9 16,497,738 
60,708.666 20,764,173 l2. 711,288 .......... ..... ~1211 3.718,180 

41.800.7118 'Zl,528.163 9,449,011& 
47,399,695 27,360,182 16,611,745 
43, 024, 484 Zl,618,443 13,048.249 
64,062,860 26.904,810 32,122.021 
70.9M.~ 29,691,113 38,402,741 

....... 014 ....... ,.. 7,988,182 
29,701,279 27.040.664 .. 1172,066 
60.018.817 26,291,381 22.314,344 
49,487,318 29,222,837 7,957,407 
48,002,813 29,3U.,8911 16,231,409 

5,654.018 82,910,014 --.------ 60,724,742 
Go 119,673 16,993, 08G --------- 69.974,466 
6,30'7,036 -&9,904 --------- 10,850,60S 
6,652,n7 2,645,513 --------- 3,613,056 
e. ....... - .. 077 .... --------- 113,64.0 

6, 916, 958 "'78,808 --------- ".300 
7.329,100 ......... --._---- 818,150 
7,764,639 6,044,119 --------- 249,691 
s.m,463 21,078,800 --------- ......... 
9,683,913 ........ 97 --------- 4, 283,231 

10. ....... -2,,297,724 --------- 17,308 
10,029,760 -7,057,894 --.------ --~oii;iii ......... 11,020,682 --------.. 874, 262 -916,85.5 ::00;8;3- -----------8,781,661 0,610,071 -----------

TotaL ______ I, UO.182.2D2 469,661,416 671,879,291 137,908,985 284,692,829 -60,323 149,188,800 



No. 3B.-EARNINGS AND EXPENSES OP THE FEDERAL RESERVE BANXS DURING 1934 
EARNINGS 

Total 

IOOUnted bUll ..... __ ..... _ .... ___________ 1.,231,367 
rchnsod bUI ••• __ .... ___ ........ ________ • 141,226 
lUltrial advaDOOI •• ___________ ._____ 121,274 

ited St8t611 Government .&curIUea. 46.130. OU 
mmltmentl to make lndustrlal ad-

BOlton New York P~~e1. c~v:- Rlcb
mOlld Atlanta Ohlcago St. Loula r:~~:- K~::, Dallas sa~:an. 

$27.964 1429,833 '455,972 '73,547 tMJ.403 $47.188 $48,227 112. 620 $16.628 '28. 778 17.612 $27.696 
26,637 18,93l1 10,049 If, lOll 4,716 6.120 17,069 4,762 3,224 4,806 15,903 16,991 
16,189 a,OOf 17,323 6,701 16,613 10,971 9,422 6,846 16.928 3,408 8,405 3,064 ~_~._~~~oo~~m~_~~_rut_~~_~~~~~_~~_m~~m 

g~I':iruem-POD8iii.:::::::::::: ~t:g 1.~: ::::~ -----i;i7i . ~:!~ 8,= 1.1~~ 71~ 8·m -----i;2ii ::g ·------iils I,m 
loe111lll00Ul .......... ___ ..... ________ .___ I, afo6, 122 48,182 143,828 88,864 86, 19& 80,307 121.835 233,648 65,740 82, 494 220,802 89,334 88,893 

--- -------------------------------------
Total.arnlnll •••••••••••••••••• 48.902.818 8,0&6.928 18.081,9363,725,022 4.187.666 1,987,801 1,818.161 8.162,371 1,824,463 1,416,097 1,960,098 1,621,971 3,222,420 

CURRENT EXPENSES 

nrl.: 
OtUoon ••••••••••••••••••••••••••• "'721.'191> 1139, SS8 "71. OM $168.357 nn.22i $183,330 $208,8'/0 13 ...... 8167,802 1116,322 $177,740 $164,680 $240.674 ClorlcoJ employ_ ................. 11,601,918 771,tl74 3,100.227 1,033,9013 1,100.«11 627,069 "10.001 1,440. 274 668,140 427,566 617,844 423,231 987,646 

n~g~u~~K:'u:emiDriiii6Di::: 8.,.,.,898 161,tl17 875.187 172,664 470,0tI2 182,tl29 95,143 463,886 168,890 119,634 231,779 114,826 360,992 
1,3ta,116 83, ... "",,44. 10f0,6MI .... 901 80.800 62.61t1 170,660 72,769 ... 260 89,878 ".809 111,747 vernor'. oonfe.t8DOGI ••••••.••••••••• 6,007 8 .. '" 1.1 "I 18' 2M "'" m '20 ... 88' 1.417 10ral ROMrve ~enLl' oonfenmou ••• 8,32li 181 19' 01 100 80 I'" 370 '29 '1' .015 371 003 loroJ Advisor,. COUDoU.. ............. 13,507 1,150 ... 760 8M 360 on 0 .. 1.300 1,308 1,350 1,465 '.600 :'tK'lOn'meetlnn .... _ ••••••••••••••• 149,80.'1 8, .. 1 21,645 7,716 11,023 8,823 17.924 9.212 13,400 7.994 22,645 7,M1 17,328 lustrlnl.\dvlaor), Commill .......... 10. WI 1,296 I,02\) 8' 1,412 .. , 825 0" I .... 1,371 1,323 3,., ... 

:::1~:n~:pe~1GI jOcittai··iiMOiVi· 282.671 14.214. 61.683 81.776 8a,6GO 11.629 1&,617 82, lot I ..... 28,412 9.307 8,629 27,IW 

~:rt~~~:::::::::::::::::::: 1,372,022 ...... ....... UI,7tU Iso. 1&7 61.otft 411,133 IM,711 «,001 31,631) ...... 38,.25 98,UiI 
106,3V2 13,074 11.888 8.177 12,818 .. 12,287 .,U7 818 12,603 10.846 9,092 10,099 unt.noe on currmo1 and 18OUf1\Y 
300,>1. 42,'" 3':141 ID,08G 84 .... 5,901 blpmentl ................................. 64,ftI9 30,07t1 18,993 10.111 10.572 12,'" 22,858 t'lOIinauranoe. ......................... 3~,823 19,"70 65,."tU.5 :W,76!i 22,241 18.9017 18.1901 27,317 "' .. 1 23,312 ~,448 19,212 28,081 1.01 OD blUlkina bouse ................. 1.~2.m 138.17& 402,006 '11,663 132,.394 ..... , tl7,801 136,822 83,333 ...... 8.5,300 33,435 94,120 

~.r!'oa:ur~~u~~terbiUiki.ii· 873.1It1 .... 31 '~IOI 80,'" "3.740 I ..... 19.1901 4",643 23,tl17 20,322 ...... 18.138 a6,812 

'ouat ••• _ .......................... 145.,2S3 5,309 "'749 27.100 11,827 2,03. ..... 10,428 0.015 11,750 1"'186 • ,152 .. ... 
nt ...................................... 103,:m 342 ............ 1,139 82.U17 16,037 ..... .' ... ' .. " ~OOO 1,380 ".023 100 and ot-ber .nppU .. _ ............. 348,M7 :l:; 72,.31.5 38,2.".6 36.818 :n.MS 1&.970 34.837 13,865 20,215 ...... 12,174 36,5.50 InUngand .taUODerJ .................... ....... 12,920 :&.:144 83,BOI :n,680 ...... ...... ... ~ "'001 22,306 16. 70s 35,031 lepbon ................................. >lUllS 18.nll 77,2M 83.{38 20,000 .. ... .. un 18,8i2 14,066 7,812 7,670 ..... 22.218 Il'CMlpb .................................. 300,1m ..... 17,338 ,J:~ 20,1170 25,803 43,816 "'000 29,261 12,736 "1.536 ..... , ...... ."" ....................................... 1, .... 773 101,'181 S60,llU ..." 781 lDI.m 130,.574 36<,608 108,'" 11&.608 151.983 109,785 '163,744 



~~~:Oo:.-6iPi_::::::::::::::: :~1:m gg::r :~}::rl ~~::= ~:r~ ~:::: ~:g~! ~= 19:~ 3::~~ ~::~ ~~~ ~~~ 
T~:~~~[_~_~~~_t .. ~: .. ~. 28,216,67li 1,959,827 8,9M,SOI 2,277,277 2,867,833 1,602,172 1. 269,1i34 ~ 1.89&,768 1,167.167 ~ 1.141,070 ~ 

red~r:~l!:r~~~~~ ......... __ ._ 497, liitl 46, 797 1M, 17 M. 286 27. 187 20, 027 24, MIO 72, 310 87. 777 it, 137 20,821 2, 093 13,888 
Cost olredemptloD ____ .__________ If2, 200 11,862 a7,3Oti 13, lOS 10. 001 7. SOl 6, 430 23,94,9 8,062 4,842 6,686 3,210 9. ()H; 
Taxos on Federal R6S8rVe bank· 

Dote clrculation _______ •• __ ._____ 385., 945 16,726 189,709 33,297 41, MS 3,909 15, 540 28,464 13,027 0, 184 II, ogg 13,830 19,642 

Total eurrent expeues.. _______ ~ ~~~~~~~~~~T.'i6l.'iii~ 

PROFIT AND LOSS ACCOUNT 

~arnlnp_. ______________________ .. _____ $48, 002.813 $3,OM, 028 $18,081,93& $3, 72&.022 $4:,137, li56 $1,987,801 $1,818,'181 $8,1&2,371 $1,824,463 $I,41l1, 097 $1,960,098 $1, 521, 971 13,222,420 
}WTent ilXpen&e8_ •••••• __ •• __________ 29,241,S96 2,033, 712 7.335, goo 2,378, 968 2, 946, 669 1,633.969 1,306.004 a, MI, 838 1,456.634 1,2015,330 t, nI, 940 1,181,111 2, 610,341 

Cwrentnetearn1nga.._ •• ________ ~ 1,022,216 8,745,9f5 1.346,OM 1.100,987 863,832 ~ 4,600,&33 --aii8.9i9 200.767 ~ 360,860 fI2,079 

LdditfODJ to ourrent net earnings: 
.Profit on U. 8. Uovernment secu. 

====== == 
lIt~~_::~-.'i:ioiii--reserves--iOr- 1,992.643 621,668 2, 48I,f37 658, 768 707,893 871,207 293,00 1,4D8, 266 808,050 192, 914 20'1,302 263, 276 662, 730 

.J~e;::::::::::::::::::::::::: I~ -·-·~003 --·-i.1":948 ~---66'-Oio ----6i,M758 ----25,M269 I:;:I: M-~ii3'-724 M-·~3i.-660 ----ui;61o -·--28;880 --.-i8.-~ ----«;897 
TotaladdltlODl ______ ••• ________ 8,92li,999 667,621 2,721,38li 634,808 769,6.51 352.466 447,181 1,-611.9110 840.600 284,584 326,182 ~ 697,427 

)eductlOD9 from current net earning!!: 
Bank prem1ses-depreclatloll-____ 4. 2Ui, 939 66, 832 l86, f27 2IiO,000 168, 868 109,219 41,115 2, 434, 800 408.714 84,007 98,811 73,278 210.880 

=~orBf~~~~_t::::::::: '1,=:~ 69tAM 2,~= ~:= ~:~ ~:~ ____ ~~~~ 1.8~~~ ~~ ~~;~ 7,795 ~~A ~~~ 
!n~t.h:r~~-~~::::::::: 1.6=:~ -------489 6~~ -------702 ----~;600 ---·-u,-iii 23~~ 1.~~ -------824 ---·io;Mi l~:m 1~~ ·----3:632 

--- ------------------------------------
TotaideducttODl ________ • __ • ____ 13,356,007 867,00 a,I00.196 927,983 917,041 392,951 303,436 4,808,032 660,323 al8,066 820,806 311.0915 ~ 

let deductlons from current net earn· iDp _________ .______________________ 4,430.008 89,~ 438, 811 803,176 148, 2110 40,485 -143, 74/5 8,198,042 228,923 83,482 -6,818 28, 991 71, B08 

letesrnlnga __________________________ ~ 932,792 8,307,134 I,Ot2,879 1,(M2,697 813,347 665.812 l,fOt,491 139,996 176,285 ~,6M 331,869 MO,678 

)lvfdends pald ______________________ • 8,781,661 644, 075 3,6fi1,600 926,876 769,096 m,05O 264, 093 761.334 aU,009 181, 117 :M~. ~ 237,~ ===;;a.=;; 
Vlthdrawn from surplus (sec. 13-b)__ 60.323 3,155 7,694 896 8, 166 298 2, 632 26, 322 47" 832 3, .... - __________ 2,669 
:'rauaferred to surplus (sec. 7}-_______ • 8, iilo. 071 291,872 4,147,138 117,900 281,767 14,606 804,&1 669,"79 -100.086 __________ __________ 93, M6 _________ _ 

I Other than those connected with governors' and agents' conferences and mea. of directors, the Federal Advisory Counc11, and thalDduatrlRl Advisory Oommlttees. 
Bad jlguru.-8ee Annual Report for 1933 (table {CIl_ 



No. 'O.-REIMBURSABLE EXPENDITURES OF FEDERAL RESERVE BANKS DURINQ 1934 
bpendltunl81 ftseal aaeotl and ouatodlans for the Treasury Department and U. S. Government agencl.es. Not Inoluded in "current e:rpenses" as shown in the preoading table] 

Total BOlton New 
York 

Phila
delphia 

Cleve
laud 

Rich
mond Atlanta Ohlcago 8t. Louis ~~~ X~I:' 

---------1--- ------------------------------------
'reasory Department _________________ 1T18. na 147,304 .,,)2 .... $3 ..... SS5.616 ....... $19,680 $l~O, 142 ....384 "0.168 $94,636 $31,842 " .... , 
:oooDitruotiun Finance Corporation.. 2,8M,59S f4,3S1 175,241 115.276 209.597 205,508 256,619 841,217 182,002 00,398 173,266 129.951 132,078 
Itbar U. B. Oovunmant llPDo1ea_ ...... 610.689 15.838 88.62. 2,749 11,~ 32,497 18.626 14,197 67.649 72,'97 104,770 80,M7 5O,9as --- --------------------- ------------

TOtal.···························I8,II63,897 107,491 866, ... 160,690 808,975 278, ... 21»,926 835,066 ....J.:l6 221.781 372,672 192,240 236.604 

Bad )I,,",II.-8ee Annual Report for 1933 (table "7). 



FEDERAL RESERVE NOTES 
No. 41.-FEDBRAL RBSEHVII NOTEB--FlDllIlRAL RBSJIIRVlD AOlDNTS' ACCOUNTS AT TBII END 01' EACH MONTH 

(In thoUllUldi of dol1ant j 

1113' 

Dec. 81 laD. 81 Feb.28 Mar. 81 Apr.80 May 81 lUD6 80 .July 81 .AUI'. 81 Sept. 80 Oct. 81 Nov. 80 Dao. 81 

----~----I------------------------ --

Fed~~= ~':!':idll(b)1~e ~~~~~ the mme capUon in table 49, It dl1!ers from that given tn table 18 by the amoUJlt of Federal Reserve notes held b)' (6) otber 

• Includes 132,176,000 gOld bnlllon and $698,9l2,000 United States gold mID. 
Brze/c jig""".--Bee AllDual Report tor 1938 (table 48). 



FEDERAL RESERVE BANK NOTES 

NO. H.-FEDERAL RESERVE BANK NOTES-FEDERAL RESERVE AOENTS' ACCOUNTS AT THE END OF EACH MONTH 

• [In thoUlaDdI of dollars) 

• lD38 lllU 

----------1--------------------------

Db~r:~·=~:!1?oo=i~"~~'::=.lrn~a~~~:rJ~~l!~~~ We~e:1:':~~~~L~~:!itir::U= ~dd~~~iaB,r~ a:i~hfrou::r~A~ 
.... 111"1. 

Bact JlfWCa.-8ee Annual Report for 1833 (table foO). 



'GOLD STOCK, GOLD MOVEMENTS, AND 

MONEY IN CIRCULATION 
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GOLl> 
No. 1lI.--':MomABT GOLD STOCK • '!It THE UNITED STATES, .1914-34 

[ID. mfIlionI 01 dollars; 11=25.8 grains of IOld 9/10 floe. i e., an ounce of flne goJd-$20.67 through .Jan. 
31.1834; aub8eqwmuy $1""16"1 grains of gold tie fiDe. 1 e. an ounoe of Jlne 101d=136) 

Endot 
End of month figures 

..... C1 .. 1914 '915 1918 1817 ,918 '919 .1120 '112' ..... , .... , .... 
--------------------J8DtIBr'J ____ 1,838 ..... .. ... "838 2,873 2,876 2,643 ,,879 3,398 ..... 4,00 • 

::~::: 1,032 '.651 ,,088 2,'" "876 "878 2,600 .. na ..... '.676 4,'" 
1,'" 1,682 ' ..... ,,818 ,,878 2,878 ..... .. ,... .. 4<3 '.683 4,077 

tr.::::.:::::: ' .... 1.006 2,03' .. "'" 2,879 "890 2,654 2,877 ".77 8,696 4,134 ' .... 1,'" 2,049 2,848 2 .... 2,890 2,66' 2,944 3,484 a,741 ...68 
June. _______ ' ..... ...... "'68 2,'" ,,87. ..... "678 2,988 3,498 8,'" 4.20t July_. ______ 1,672 1,720 2,219 .. ",. 2,875 .. m 2,676 3,000 ..... 8,7112 4,'" August. ____ ..... 1,789 ..... "878 2,874 ..... ..... 8.152 3 .... 3 .... 4,23( 
September __ 1,667 '.837 ..... ..... 2, ... 2,,,,,, ..... ,,232 ..... 3,849 4,'" October _____ un 1,911 2,427 ..... ..... 2,,816 2,68' ..... 8,60 • ,,880 4,222 
November __ '.'" 1,973 ,,449 "867 "872 2,757 2,610 '."" 3.619 8,1120 4,249 
December __ ..... 2,026 2, ... ,,868 ,,873 ,,707 ,,039 3,373 3 .... 8,967 4.212 

End of month , .... 11126 .1127 '928 '929 1930 103' .032 '988 1034 --------------------January ___________ 4, ... ,,126 4,277 4,'" 3 .... '.004 ..... ... 29 4, ... 4,038 February __________ 4,077 4,'" ..... ,,076 8.866 4,'" ,,378 ,,067 ..... 7 .... March.. __________ ,,052 4,.66 4,310 4.018 8,901 ..... 4,410 4,103 8,995 7,6M 

tr.::::::::::::::: "066 4,161 4,323 •• 979 3,973 .. :oK .... , ..... ,,026 7.757 ,,079 ".48 4,82' 3,873 ~8M 4,230 4,611 3,866 4,028 7.779 JUIUL.. ____ ~ __ ~ __ ~_ 
"073 4,'60 ,,300 3,822 ..... "66' 3,632 4,08' 7 .... July ~_~ ____________ ..... 4,.84 ..... 3.'" ..... ,,230 '.662 3,687 "0" 7,931 August ____________ ..... ,,188 .. "' . ..... 4,078 4,214 "708 3,801 ..... 7.978 8eptember _______ ..... ... '" ..... .. ... ..... ..... ..... '.1106 ,,087 7.978 

OcC:Ober~ __ ~ _______ .. m 4,188 ..... 3.866 .. """ ...... ,,00' •• 977 4,036 8.002 November-1. ______ . 4,110 ... 00 ".04 3,841 ..... ..... ,,127 "053 ',036 8,1M Deosmber _________ 4,112 ,,31' ,,092 ..... 8,997 4,306 4,173 ..... ..... 8,238 

A Varagal of end of month tlgures Averages of dally Ogurea 
Moolh 

1914 1916 '918 1917 '918 1919 .1120 1921 1 .... • 923 , .... 
-------------------------
~-:~::: 1,631 '.1530 ,,082 2,695 .... , ,,873 2,674 ..... •• 385 :::~ •• 979 

1.634 , .... ,,088 2,672 2,872 2,875 2,622 2,'" 3,417 4,015 M __ ••••• ..... l,M7 2,087 2,763 2,875 2,874 2,672 2,753 3,449 3,679 tg: tr.::.:::::: 1,649 ...... 2,038 2,884 2,876 2,879 ..... 2,830 3,469 . .... ..... ..... ..... 2,848 2,876 2,889 ..... 2,9ID 3,481 8,706 4,'46 June.. _______ 
1,623 1,879 2,.03 2,800 2,876 2,882 2,667 2,967 ...... 3,753 4,184 July ________ 1,588 '.m 2,188 2,918 2,814 2,300 2,576 3,018 3,516 3,TT4 4,~16 August _____ ..... 1,165 2,'" J 2,896 2,870 2,827 ..... 3,105 •• 663 3,810 ..... September __ 1,66' 1,813 2,803 '2,866 2, ... 2 .... 2,300 3,192 8,573 3 .... '.228 October ___ 1,039 1.874 ..... ...... 2 .... 2.'" ..... ..260 3,"" 8,868 4,219 November __ 1,520 1 .... ..... '2,866 2.868 2,,.. 2, ... 3,308 '.609 3,895 ..230 Deoamber __ '.628 '.9119 2,602 ...... '.869 2,784 2,607 3,356 •• 830 ,,989 4,220 

Moolh 
A v8l'ag. of daily figures 

.926 , .... • 1127 '928 .929 '930 '98' 1982 .9 .. • 034 --------------------Jaonary ___________ 
,,18' .. m ..... '.000 3,828 3,995 .... , ".66 '.260 4,03ft FebruarJ' _________ 1,105 "'88 .... , "086 3,'" ,,030 .. "" 4,097 '.:oK 7,138 M __ ._ ••••••••• .. ... 4,'67 "308 ..... 8,879 <,.07 ,,396 4,085 3,974 7,602 tr.:.; ... :::::::::: ,,053 4,161 4,314 '.000 '.939 "'66 ..... ..... 4,014 7.780 
"066 4,141 ..... 8,020 ,,00' "'18 ..... 8,986 ..... 7,759 JunL ___________ 
,,073 4,151 4,319 3,832 ..... ..... ,,673 '.'" ,,030 7,821 July _______________ 
,,07' "'73 <, ... .. ... .. ... ..... 4,671 . .... ,,082 7,893 A ....... _ ••••••••• ..... ...so ..... "83. .. ... '.209 ..... 3,7" ,,036 7.971 September _______ 
.. "'" ... 84 ,,297 ..... "08' 4,216 "66. ..863 ..... 7.971 October ___________ ..... 4,185 ,,2711 ..... .. ... '.233 4,160 ,,939 ,,087 7.980 November _________ "'31 4,.00 '.:Il3 ..... ,,087 ..... 4,016 "006 "036 .... 7 Deoamber _________ 4,110 ".94 .. ,.. •• 866 "087 ..... "'63 4,142 "036 8.191 

and Federal Reserve 
earmark (end of month 
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No. ".-ANALYSIS 01' CHANGES IN MONETARY GOLD STOCK, 1921-34 

lIn mllilons of dollars) 

Year and 
month 

1921. ••• ____ 
1922. ______ • 
19ZL _____ • 
1924 ________ 
1026 ________ 

.1926 ________ 
1927 ________ 
1928 ________ 
1929 ________ 
1930 ________ 
1931. _______ 
1932 ________ 
1933 _______ 
)93t' ______ 

193. 
1anuary • ___ 
February._ March _____ 

tr.~::::::: JUDe. ______ 
July ________ 
August. ____ 
September. October ____ 
November. 
December._ 

00ld In. Net re
stock crease Net lease 
at end In gold from 
of a!~ gold import ear· 
month r stock: mark I 

3,373 7'''' 667.4 18.7 
',M2 268.. 23&.' -3.7 
3,957 316.1 ,.U ,7 
4,212 ..... .... 1 -42.2 
•• 112 -100.1 -134.4 .U 
4,206 .2.. 9'1.8 -26.' 4,002 -112.8 6.1 -160.2 
3,8M -237.8 -391.9 119. IS 
8,997 142.. 1711.1 -65.4 
4,300 309 •• 280.1 -2.4 
4.173 -133.4 146.3 -Sal.S 
4,228 OU -4of6.2 457.5 
4,036 -190.'" -173.6 -56.0 
8,'" ~202.' 1,133.0 '2.' 
.,129 -44.2 -73.0 '6.4 4,067 -62.3 -00.6 .... 
4,100 ".0 -24.7 .... 
4, .... -23.1 -30.2 4.0 
3,8M -21'-1 -1%.6 -22.1 
3,632 -233.9 -206.0 -2&.8 
3,687 ".0 -3.4 66.' 3,801 111.7 ... 100.6 
3,906 104,8 27 .• 72.3 
3,977 70.. 20.' 46.' 
4,053 76.6 21.1 4lo •• 
4,226 173. Iii 100.. 7LO 

Other 
rac..... 
.... 
>a.o 
20.' 
aO.8 
2.1 

21.1 
4.1.3 
34.0 
22.. 
81.9 
42.1 
4.1.6 
41.1 

~1I86.1 

3.4 
1 .• 
2.4 
3.' > .• .. 
U 
'.1 
U 
4,6 ... 
L6 

Gold In- Net re-
stock crease Nat lease othel 

Month at end In 11:01d trom Isc-
of gold Import ear- tor. I 

month· stock mark I 

1933 January ____ 4,"" 40.0 128.11 -91.6 .. , 
February __ 4,093 -173.4 117.8 -178.3 -12.1 March _____ 3,006 -97.2 '-22.1 -100.1 26.' 
tr.~::::::: 4,026 29 .• -10.0 33.7 .5.: 

4,028 ... -21.1 22.1 2.' 1uoo _______ 
4,031 2.. -3.2 3.0 1.1 July. _______ 4,033 2.7 -83.9 84.6 2.. 

Augtl!lL ••• 4,041 7.' -so." 79 .• '.' September. 4,037 -3.8 -66.7 49.3 '.1 Oetohpr ____ 4,036 -.7 -82.4 .... 4.' 
November. 4,036 ------- -.8 .. -ij December __ 4,006 -.. -9.1 11.8 

1934 
JaDuary ____ 4,033 -2.1 -2.. 12.. -ll.I 
Fcbruary'. 7,438 3,405.0 462.. ....7 2,883 •• March _____ 7,694 .... 1 237.3 -.8 10.1 

tr.~I::::::: 7.767 62.2 ".7 -1.1 8.1. 
7,770 22.4 33.' ,0 -11.1 June _______ 7,856 77.1 03.7 1.0 12.. July ________ 7,931 7u 02.3 .. 21.4 

Au~[]!t _____ 7.078 47 •• 37.2 -1.1 II.: 
September • 7,978 .. -1S.7 2.4 16. ~ 
OctOber_OM' ',002 ".0 IQR .3 12.. 
November. 8,132 129,9 120.9 -.1 '.1 
DecemtK!r •• 8, ... 100.2 92.1 ,I 14,1 

r Revised to exclude $287,000,000; see table I, Dote 2. 
I Gold released from earmark at Federal Reserve banks lea gold placed under earmark (with allowaDce 

made when necessary for change 10 gold earmarked abroad tor accoao.t of Federal BeIer". ba.oiJ). See 
table 43, Dote I, and tibIa (li, 

'Derived from receding coltullDJ. reflecting ::dr:u~t:~bd~aJlO:::=!~~'::~~: 
elrot of gold dollar. 

8C~uallY take ve nD 0 N~:'~:~D~ Ae::~ tor export O.D Feb. 28", .. not 
, Increase In gold stoct d 1934 represents principally redaction In weight of gold 40111 ... 

OD JaD. 31;888 Dote to table 1. based ODr&te 01 $20.67 a tlne OUDce through January 1m and 136 a 
fine ounce thereafter. 

Bae1: /IIu.ru.-"8or data by months In earlier yean: tee Annlll1lleport for UI33 (table IU). 

No. ".-GOLD HELD UNDER EARMARK BY FEDERAL RE8EBVB BANKS :rOB 
FOREIGN ACCOUNT, BY MONTHS, 1926-34 

[In thollJlnds of dollan) 1 

End or month 1026 1927 1026 10211 1930 1931 193. 1'" 1934 

----------------
1anuary. ___________ 19,012 19,m 103,919 144,808 184,794 126,796 0133,140 ...... 411,873 February. _________ 

30 012 16,699 191,061 144,398 134, 794 123,296 406, 781 270,337 10. 708 Mart'b _____________ 
63,000 18.)01 155,251 137,381 llg, 795 120,296 3<8,4<0 370,929 ll,Ml 

tf,gl::::::::::::::: 53,000 10,101 109,511 88,821 119,295 Irt.m 344. MIl 337,228 I~'" 
63,000 114,101 136.0.50 72,694 117,295 123,795 ........ 315,114 12.188 JUDe _______________ 
53,'" 114.,1501 105,997 80,207 115,295 31,.531 atm. 447 311,569 11,204 July ________________ 
49,680 114,417 46,,,," 102,1" 118,205 81,Zll a:N,210 227,092 10,816 Augusl.n __________ 
30,380 118,918 39,134 lOO,llM 118,295 77,231 ""7011 147,m 11,871 

September _________ 
3~780 126,918 40.334 109. nl.5 114,303 w.n! 1(,6,421 ...... 9,262 October. ___________ 
32, 774 lfIO,U19 39,134 11ol.296 120,410 433,931 130,1548 il,~ 8,992 

November. ________ 40,274 190,919 84,136 U3.2lI2 122,536 43>,821 .... ..., 70,8-%1 9,(117 December. _________ 
39,206 199,419 79,897 .... ..., 137.~ 468,'" 73. ... ,",079 8,011 

I At S20.G7 a1lDeoou08 through 1anuary lJ3f and at $35. floe ounce t-.ner. See CootDotel to &able I. 

Nou.-J'or ataUlUca of gold earmarked abroad ror 8CCOUDt of Federal a-w bab _ table 0. DOte L 

Bed ft,.,,..-8ee AIlDual Report for 1933 (table 62). 



GOLD 

No .. ".-GOLD MOVEMENTS TO AND I'ROII UNITED STATES, BY COUNTRIBS, 
1931-34 

[In thousand! or dollars] I 

DIl'08", 

lWl UI32 1933 19M To- 1931 1932 1938 19M 

----1- ----111----\--------
Belgium__________ 24 1.031_______ 12,968 France____________ 19,3tH Ill. 649 30, 079 2110. 531 
Germany _________ 31.073 881 1,071 t 
Great Britain..____ 7,016 68. 718 55, m4 1110,181 

~~teri8Dcii:::::: ______ ~ 18,~ 19,34~ 102,:: 
Spain_____________ to 16 22 7 
SwedeD...__________ 6.673 __ • _____ ._. ____ • _____ _ 
8witzedand....____ 56 7II1 _______ 12, G56 
Canada..__________ 81.252 M. 767 20. 141 88, 786 
Centzal America.._ 1,090 1,392 850 2, 978 

~::Tndi6S':=:: 't~ ~m 4.= ~= tiDa.. ______ 14l, 283 18, 000 14 12 
16 19 106 124 

Jg t:~--i"337 6,J: 
16.118 3, 242 97 16, 952 
1,015 1.063 1,007 1,655 8rU.._____________ 7,622 3,242 1,637 1,396 

~~t8:::::::: t~ t~----ro&------MO 
Australia_________ 2, 643 7,610 3,178 1,029 
Brttlshlluila _____ 8,064 26,596 26,629 7G,&JJ 
Cbina..____________ 18,683 23, 280 6, 931 171 
Dutch East Ind1eI f. 870 2, 901 801 7 
Hong Kong_______ 14. M1 16, 763 e. 800 16, 281 
Japan _____________ 199,328 49,720 e. 702 , 
Now Zealand_____ 185 1, 681 187 ________ _ 
Pbilippine Islands a,740 7, Ob2 8,OZJ 12, 038 
All ot.ber________ 893 a. OM 166 1,681 

Total _______ 6l2.11lt 363, au; 193,197 1.l.86.671 

Belgium ••.••••••• ,,,607 88,602 811' 4,009 
Czecboslovakia~~. 40 _______ 8, 504 ____ OM_H. 

France. ___________ BISS.908 458, 298 246, 113 _ 981 

g=a:~i&iiL:::: l.gf~ l~m.:::: a.~ 
~~tberi8iidi:::::: ~:: 116. ~ ~:: 1. 4t: . Norway__________ _______ _______ 8, 100 ________ _ 
Poland and Dan- 620 83 __ • ____________ _ 

"g. PortugaL________ ~088 2.386 SJ'.L _______ _ 
Sweden.__________ 36 __ .____ 6, 002 __ • ______ ' 
Swltr.erland.. ______ 19,8231l8.1560 11,831 254 
Canada..__________ 116 l84 247 173 
Central Amerloa... 100 3 6 __ • _____ _ 
Mexlco___________ 8.062 BOO &19 288 Argeptina ___________ .____ I) 16 ________ _ 
Ecuador__________ _______ 1,660 24 ______ • __ 
Peru._____________ 1.082 126 _______________ _ 
Venezuela________ 62 ___ ".__ 160 • ______ ._ 
Turkey___________ 3, 004 __ .. ___________________ _ 
Another__________ 3M 63 861 1,891 

Total ••••••• ..." 794.............. • .. 769 

I With some n:ceptlons ftgtll'E'S represent c:naWD1!I valuations at rate of $20.67a tloeounoo lhroughlanuary 
IVM and. $35 a fine ounoo tbereafter. See DOte to tabla 1. 

B4dftquru.-8ee Annual Report Cor 1930 (table 29). For figures by months 888l!'ederal Reserve Bulletl.u. 
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No. U.-GOLD MOVEMENTS TO AND FROM UNITED STATES, 1921-34 
[In thow • .,,,l>! 01 dollar.], 

Imports I Exports 
Net lm-

I 
Netlm-

Year and month ports or Month Imports Exports ports or 
exports eXf.0rt. 

(-) -) 

--- ---- ------
1921. ______________ 691,248 23,891 667,357 1933 Igzj _______________ 

275.110 36,875 238,2Il6 1923 _______________ 
322,716 .28,64."l 294,073 

January ___________ 
128,479 14 128,~ 

1~;--------------- 319,721 61, S4S 258,073 Febmary __________ '39,297 21,521 117,776 
1~ _______________ 

l28,213 262,MO - 134, 367 March ____________ 16,00! 28,123 • -22,075 1926 _______________ 213,504 115,708 [ 97,796 ~:~:::::::::::::: 6,769 16,741 -9,972 1927 _______________ 207,635 201,455 6,080 1,785 22,925 -21,140 1928 _______________ 
1118,897 500,759 . -301,862 June ______________ 1,136 4,380 -3,243 1929 _______________ 
291,649 l16,583 175,066 

July _______________ 
1,496 85,375 ' -83,879 1930 _______________ 396,064 115, 967 280,087 August. ___________ 1,1l8l! 81,473 -SO, iI68 1981. ______________ 

612,119 466, 794 145,325 September ________ 1,545 58,281 -06,736 1932 _______________ 
8ti3,316 809, 628 -446,214 October ___________ I,GIlfi 34,~ -32,lWl 1933 _______________ 
193, 197 366, 652 -173,455 NovembeL _______ 2, 174 2,957 -783 1934 _______________ 1,186,671 52,759 1,133,912 December ______ -- 1,687 10,816 -9,128 

1932 

-72,951 I 
1934 

January ___________ 

~~g~ I 107,86.3 
January ___________ 

1,047 4, 715 -2,7/18 February _________ 128, 211 -00,567 February __________ 462, e22 51 452,571 March ____________ 
19, 238 43, tim -24,671 March ____________ 237,380 44 237,336 

~:::::::::::::: 19,271 49, 509 -30,239 tf:~l:::::::::::::: 54,785 37 54,748 
16, 71. 212, 229 -11JO,514 85,262 1,780 33,582 June ______________ 
20,070 226, 117 -206,047 JUIlll ______________ 

70, 291 6,li86 63, 705 July _______________ 20. 0~7 23,474 -8,437 July _______________ 
52, 460 IU 52,346 August ____________ 24,170 18,067 6,103 August ____________ 
61,781 14, ;\IiII 37,225 SeptembCll ________ 27,967 60 27,897 September ________ 3,/i86 22,263 -18,670 October ___________ 20,6U 61 20,613 Ootober ___________ 13, UIO 2,173 10,837 November ________ 21, 756 16 21,740 November ________ 121, 199 310 126,889 December _________ 100,872 13 100,859 necembor ______ ~ __ 92, 249 140 92,1I1D 

1 With some exceptions figures repre~ent custom~ vitluations at rate or $20.67 a tlne uunce through January 
1934 and S35 a fine ounoo thereafter. See Dote to table 1-

% Differs from Department of Commeroo figure, since $8,900,000 declared for export on Feb. 2S was Dot 
actually taken irom tile Federal Reserve Rank of New York until Mar_ 1. 

Bad JigureB.-See AnDual Report for 1933 (table 54). 
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MONEY IN CIRCULATION 

No. <lS.-UNI'l'ED STATES MONEY IN CIRCliLATIOli} BY MONTHS, 1914-34 

[In millions of dollars. For fignres by weeks, see tables 3 and 41 

End of 
End of month figures 

--~-.---. 

month 1914 1915 1916 1917 1918 1919 1920 1921 1922 1023 1924 
--- ------ --- --------- --------

January _____ 3,215 2,966 3,305 3,702 3,849 4,632 4,890 5,016 4,154 : 4,327 4,49U 
February ___ 3,216 2,960 3,316 3,823 1,028 1,635 5,073 1,986 1,201 4,416 4,600 
March ______ 3,221 2,977 3,326 3,886 4,109 4,661 5,104 4,837 4,210 4,4UO 1,612 
ApriL ______ 3,243 2,997 3,334 3,907 4, 147 4,656 5,122 4,793 4,181 4.472 4,5B(j 
May ________ 3,246 3,030 3,298 3,969 4,129 4,631 5,165 4,728 4,168 4,510 4,618 
June ________ 3,172 3,033 3,362 j 3,779 4, 195 4,590 5,181 4,624 4.176 4,536 4,502 
July ________ 3,107 3,036 3,371 3,686 4,Z77 4,583 5,167 4,510 4,107 4,500 4,409 
Augu,t, ____ 3,254 3,115 3,450 3,693 4,489 4,661 5,261 4,453 4,193 -1,58\) 4,,572 
September __ 3,445 3,108 3,535 3,764 4,740 4,750 u,329 4,457 4, ~21 4,658 4,576 
Octo ber _____ 3,457 3,232 3,589 3,820 4,858 4,840 5,411 4, 40~ 4,359 4,642 4,655 
November __ 3,123 3,257 3,590 3,965 4,908 4,982 5,356 4,054 4,417 4,731 4,765 
DGcember __ 3,032 3,302 3,679 4,086 4,951 5,091 5,825 4,403 4, ,130 4,757 4,760 

End of month 1920'", 1926 1927 1923 1929 1930 1931 
I 

1932 ~~I~ --- --- --- -----

January ___________ 4,515 4,554 4,559 4,390 4,370 4,275 4,323 5,3:>4 5, 35~ 5,289 
February ______ --- 4,561 4,617 4, 598 4,403 4,411 4,292 4,333 5,317 6,258 5,354 March _____________ 4,524 4,573 4, 575 4,462 4,461 4,262 4,321 5,172 0,033 5,394 ApriL _____________ 4,495 4,620 4,604 4,461 4,389 4,189 4,365 5,175 5,716 5,358 M'y ______________ 4,550 4,636 4, 606 1,157 4,451 4,264 4,415 5,193 5,525 6,357 June _______________ 4,524 4,598 4,5(14 4,510 4,459 4,235 4, [.;j,j 5,403 .J,434 G,373 July _______________ 4,505 4,622 4, 559 4,414 4,43U 4,139 4,550 5,43~ 5,343 5,317 
AugusL ___________ 4,579 4,643 4,567 4,516 4,553 4,246 4,765 5,405 5,325 5,096 
~ePte:mber _________ 4,629 4,691 4,601 4,559 4,532 4,214 4,959 5,3f)f, 5,363 5,456 

dober ___________ 4,682 4,734 4,659 4,519 4,551 4,206 5,253 5,341 5,348 5,453 
November _________ . 4, 757 4,750 4, 665 4,703 4,642 4,373 5,249 5,361 5,455 5,549 
Vecember. ________ 4,817 4,808 4,710 4,686 4, 578 ~ 4,603 5,360 5,388 ;S,519 5,536 

I Averages of end of month figures Averages of daily figures 
Month 

I 1914 1915 1916 lm7 1918 1919 1U20 W21 1922 1923 :924 
--- ----------------------- ---

January----l 3,210 2,999 3,304 3,691 4,019 4,7R.1 4,944 5,114 4,240 4,392 4,560 
February ___ :3,215 2,960 3,311 3,768 3,993 4,645 4, W8 4,076 4,164 4,385 4,545 
MireIL _____ 3,219 2,965 3,321 3,860 4,086 4,655 5,111 4,917 4,196 4,426 1,583 
ApriL ______ 3,232 2,987 3,330 3,897 4,135 4,683 5,085 4, i91 4,195 4,444 4,599 May ________ 3,244 3,013 3,316 3,938 4,114 4,654 5,127 4,755 4,163 4,477 4,579 Juoe ________ 3,209 3,031 3,330 , 3,874 4,161 4,604 5,161 4,549 4,142 4,492 4,543 
July ________ 3,139 3,034 3,366 3,733 4,233 4,609 5,191 4,1)70 4,156 4,525 4,52:l 
August _____ 3,180 3,076 3,410 33,714 1,370 4,626 5,222 1,181. 4,161 4,546 4,513 
September __ a,35O 3,142 3,492 33,774 4,624 4,702 5,313 I 4,465 4,265 4,614 4,566 
October _____ 3,451 3,200 3,562 33,865 4,847 4,819 5,386 , 4,434 4, .M 4,654 4,004 
November __ 3,290 3,245 3,590 33,916 4,896 4,U21 5, 375

1 

1, 3~6 4,384 4,666 4,683 
December __ 3,078 3,280 3,635 34,0,1)5 4,956 5,055 5,371 4,431 4,540 4,784 4,801 

Averages of daily figures 
Month 

1925 1926 1927 1928 1929 1930 1931 1932 1933 1934 
--- --- --- ------------------

January ___________ 4,576 4,604 4,6]7 4,498 4,461 4,365 4,408 5,358 5,344 5,382 
Ft:bruary __________ 4,518 4,567 4,5DO 4,422 4,399 4,267 4,311 5,340 5,605 5,339 
March _____________ 4,528 4,577 4,569 4,423 4,422 r4,245 4, oms 5,244 6, ill 5,368 
ApriL _____________ 4,516 4,595 4,.\92 4,443 4,392 4,231 4, 360 5,165 5,850 5,006 May _______________ 4,504 4,584 4,573 4,435 4,397 4,210 4, 392 5,169 5,589 ,1),355 
JIme. ______________ 4,503 4,594 4,544 4,449 4,400 4,202 1,463 5,2'13 5,455 5,341 
July _______________ 4,007 4,629 4,564 4,459 4,477 4,196 4, 549 5,464 5,388 5,350 
August. ___________ 4,530 4,625 4,562 4,450 4,490 4,189 4, 660 5,432 5,329 5,355 
Rp.[ltAm hAr __ 4,621 4,682 4. 630 4, 517 4,524 4,206 4, 846 5, 098 5, 345 5,427 
October _. _________ 4,658 4,714 4,647 4,549 4,523 4,214 5,191 5,356 5,369 5,473 
November. ________ 4,673 4,718 4,619 4,573 4,558 4,241 5,231 5,356 5,394 5,404 
December . ___ ---- 4,832 4,844 4,761 4,721 4,656 4,536 5,324 I 5,412 6,624 5,577 

! Money outside Treasury and Federal Reserve banks (prior to November 1914, money outside rrreas-

~~r;enr~~r:e~ ~~~~ J~·n3~J!~ddb;$~l~~~~~6,O!~eC~~~1~~fJ~~~~~;egl~~fu~Ei;~ ~~g~~iiu~~~ ';!~~ 
31,1934_ See also footnotes to table 1, p. 67. For figures as of other dat6s see tables 1, 3~ 4, and 6. 

~ Figures prior to June 21, 1917 (when legislation became effective changing reserve requirements of 
member banks), while comparable with one another, are not strictly comparable with those for succeeding 
dates; the trans!er to the Federal Reserve banks of that part of legal re.serves of member hanks formerly 
held in own vaults reduced the volume of money outside Treasury and Federal Reserve banks (see note 1). 
The increasing membership of State banks in the ~'ederal Reserve System alter June 1917, had a Similar 
effect upon the figures_ 

'J Averages of daily figures. r Revised 
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No. 4D.-KINDS 01' MONET IN CIRCULATION 

[Money outside Treasury and Federal Reserve bankl. ID mfllloDi of dollanJ 

Stand· sn· Tress- Sub- Fed· 

End or month or Gold Gold ",d .or ury .idl· MI· United Feder • eral 
Totalr certII· ,".or cer· D.tes :rr. Dor States alRe- R,. 

11"" ooln- lcates dol- tift· .f ooln D.1eo ...... serve 
!ani ..... 1890 .or DO'" bank 

.. taB 

1- ------I----- ------
tOUL ______________ .. 00. '89 ... SO ... 2 ... 88 274 2,916 198 
192(L ______________ 6,326 188 2 •• 7' 70 • ... .. 26. 3,266 """ 1921 _______________ .. <03 162 .77 58 236 2 237 O. 27' 2.372 m 
1922 ______ .. ________ .. "'" .36 303 eo 288 1 ... 93 ... 2,373 87 
1923 _______________ 4,767 .23 ... 58 374 1 26. 98 806 ..... 14 
19240 _______________ ,,700 .22 m. .7 800 1 ... 100 297 1,842 8 1925 _______________ 

4,817 127 1,113 .. 3!lO • 27. .06 29. 1,816 • 1926 _______________ 4,808 .22 1,092 .. 397 1 28. '08 "" 1.824 • 1927 _______________ 4,716 116 1,074 •• 400 1 ... 112 293 1,763 4 1928 _______________ ..... 108 99. 46 ... 1 29 • 11. ... ',808 4 
19251 _______________ 4,678 m 880 .. 417 1 ... 11. ... 1,862 3 
1930 ____________ : __ ..... 81 1,118 37 ... 1 281 110 296 'M. 3 

IVSI-January _____ 4,323 n 1,066 .. 372 • 270 110 ... 1,"70 3 
February ____ .. 333 .. 1,061 .. 373 • 27. lie 29, 1,461 3 
Marcb _______ .. 32. 67 1,047 .. 37' 1 27. lie 289 1,471 3 

~:::::::: ..... .. ',636 .. 37. 1 272 117 29. 1,618 3 
'-..16 .. ',~ .. 380 1 m 117 800 ',066 3 

June _________ 
4,535 7e 997 .. 377 1 m 117 299 1,708 3 

Jmy _________ ..... 7e me .. 37. • 27. 117 30. 1,749 3 
A ........... .., .. 7e m .. 880 1 27. 117 30. 1,947 • September __ 4.959 88 ',637 .. ... 1 m 117 ... 2,'" 3 
October _____ ',263 '60 m2 33 888 1 27. 117 800 2,412 3 
November ___ 6,249 .. • 28 33 337 1 m 117 ... ..... 3 
December ___ ...... 122 877 33 380 1 271 117 288 ..... 3 

19a3-1anU8l'Y _____ 6.3054 .20 .... 32 367 1 200 116 282 ..... 3 
February ____ 6.317 II. ... 3 • ... 1 200 II. 280 ..... 3 
Marcb.. ______ 3,172 117 779 3. ... • ... II. 27. ..... 3 

~:.:::::::: 6,178 134 758 30 ... 1 257 II< 28. 2,661 3 
6,.93 148 736 36 ... 1 257 II< 290 ..... 3 

June _________ ..... • 66 7IO 30 363 1 266 II' ... t,780 3 
loIy _________ ..... .e7 ... 30 36. 1 2M 113 ... 2, ..... 3 
August ______ ..... Ie' ... 30 3,. 1 2M 113 ... 2,793 3 
September __ ',366 158 ... .. ... 1 257 113 ... "731 a 
Ootober _____ ..... 158 ... .. 36. 1 257 113 ... 2,'" 8 
November ___ 6,361 '67 ... .. 36. 1 2M 113 29. 2.675 8 
December .#0. 6,888 181 ... .. 371 1 2M .13 ... "71e S 

1933-1an1lJU'Y _____ ..... , .. 88. .. 360 1 2M 111 'JB1 ,,707 3 
February ____ ..... ... ... 28 36' 1 252 111 30. 3,'" • MarciL-___ e,003 30 893 28 37_ 1 2M 112 ... a,eft 17 

~'i':::::::: 6,716 48 323 .. 380 1 ... 112 26. S,'" 60 
... 25 37 280 26 ... 1 ... 112 ... 3,167 .. 

lune.. ______ ..... .. ... 28 36. 1 '51 113 ... 3.0151 '26 July _________ ..... 33 ... 28 ... 1 2M U3 27. .. "" '29 
Aorost ______ ,,'25 32 ... 28 37. 1 26. II< 277 ..... 133 
September ___ ..... .. 23. 28 ... 1 ... 116 280 ..... 1M 
October _____ ..... .. 226 29 337 1 337 110 277 2,VJO .89 
November ___ ..... 34 2 •• .. 394 1 ... 117 ... ..... ... 
Decem_ . __ ..... 34 213 .. fI11 1 272 117 ... ..... ... 

l~lanaary _____ ..... , 178 .. .9 • 1 2Ir1 II- 283 ..... ... 
::~=:: ..... , 167 29 ... .1 27. 117 ... ..... ... ..... , 161 30 <03 1 m 118 ... 3,006 .78 
~:::::::: ..... , .., 30 400 1 27' 118 28' .. "" .62 

.... 7 , ... 30 ... 1 277 120 .,. 3,038 161 
Juna.. _____ 6,373 '" 30 40' 1 280 119 280 ..... .<2 
July _________ 6,317 , 146 30 ... 1 280 12. 277 ..... 133 
A ........... .. ... , ... 31 ... 1 ... 122 274 a,1OiI 126 
September._ ... M , 139 11 ... 1 ... 122 27' 3,131 110 
Oetober ____ ..... , .136 3' 61. 1 288 123 m ..... 112 
November_ ..... , 133 32 ... 1 291 ... m 1.116 '07 
~ber ••• .. ... , 130 .. ... 1 ... 126 ... 3,17_ 101 

N a
aI tlOD 

b.D • ... D. 

-

7 
7 
7 
7 

• 

672 ... .. 
08 .. 
06 ... .. 
" e, • e 
887 
623 

M ... • ... .. • ... .. ... 
7 ... ... 
7 .. 

-.. ... 
677 .. • 693 
7 
7 '" .. 
7. 
7 • 00 
7 
7 
81 • 
.. .. 
7 

26 
820 .. • 836 

1 
79 

0' • ... ... ., 
4 

0" 

0 
0 

... .... 
13 .. .., 

"'" ... 
0 .. ... 
900 ... 
378 
870 ... ... 
H2O 



MONEY IN CIRCULATION 

No. SO.-PAPER CuRRENCY 0:1' EACH DENOMINATION IN CIRCULATION 

[Outside Treasury aDd ~ Reserve bank&. In mUUOIJI of dollars] 

125 

u .... 
.. ,ted 
in Fed.· .... 

End of 
month 

Total 
In 

circu
lation) 

11 .. .. II • $20 ,... 1100 $Il00'$1,000'_110._ ~ 

43 681 1, 029 I, 05f 

: g: t~ tm 
370 
871 ... 
373 
.77 
374 
.73 
378 
382 ... ... 
383 

366 
361 ... 
36' ... ... ... ... 
3M 
3M 
.68 ... 
a.o 
36' 37. ... 
3M 
3M 
'60 366 
380 
382 
383 
4 .. 

~ M4 1,012 
41 637 1.013 
40 830 1,015 
41 630 1,021 
40 639 1,030 
3D 644 1,037 
3D IHO 1,041 
39 6S9 I,m 
39 8M 1.089 
3D 68S 1,136 
39 882 1,134 
40 ~ 1,145 

37 650 1.118 
31 643 1,113 
36 (124 I,m 
35 fl29 1,076 
35 625 1.069 

:: :i: t:~t 
33 623 1,097 
33 627 1,102 
33 629 1,103 
34 628 1,098 
3( 636 1.109 

32 816 1,077 
33 675 1,190 
33 129 1,254 
32 688 1,206 
32 660 1,160 
32 8M 1,143 
32 666 1,138 
·33 8M 1,lISa 
33 685 1,181 
33 682 1,178 
33 702 1,206 
33 719 1.229 

383 •• 699 1.173 
122 1,212 
730 l,ZiO 
'l22 1,22& 
119 1,226 
124 1,231 
719 1,219 
141 1,250 
7M 1,266 

... .. 
397 .. ..... 
39' .. ... .. 
... 32 ... .. 
411 32 
410 32 ... 3. 
... "32 

;.,: ~~ 
771 1,288 

1.018 
1.018 
1,07. 
1,086 
1.0lI0 
1.115 
1,118 
1.1'18 
I .... 
I .... 
1,801 
1.329 

1,329 
1,326 
I .... 
1.280 
1,2715 
1,313 

"330 1,326 
1.311 
1,301 
1,311; 
1.307 

1.311 
1,478 

t:= 
1,849 

t:~U 
1,300 
1,302 
1,3oa 
1,336 
I .... 

I .... 
I .... 
•• 302 
1,292 
I .... 
1,293 
1.277 
1.294 
1.311 
1,314 
1,332 
1,326 

... 
'104 ... 
789 
784 ,.. 
847 
861 ... ... 

1,047 
1,1M 
1.278 
1,281 
1,336 

1,410 
1.387 
I ..... 
1,349 
1,362 
1,518 
I .... 
1,491 
1.458 
I .... 
I .... 
I .... 

1.464 
1,924 
I.m 

404 686 IJ' 8M 288 
391 662 145 273 
377 636 136 2M 
367 620 131 246 
362 612 127 239 
351 601 124 232 
362 613 126 239 
3M 618 l2li 747 

a.o G93 
347 Ii8'1 
34 .... 
342 681 
341 579 
342 579 
33G 68Q 
335 668 
336 lin 
836 571 
337 571 
337 liT1 

ltO 228 
117 226 
117 230 
117 230 
116 228 
117 225 
113 223 
112 222 
113 223 
Il2 221 
III 214 
112 216 

" 9 
8 
7 
7 
7 
7 
8 

I. I. I. I. I. 
" I. I. 
ID 
ID • • • 7 • • 7 
7 I. 
7 

banb 
and 

Troao-
my' 

104 
00 

114 

os 
'16 
72 

112 
lOll 
100 

"" 108 
108 .. .. 
08 

71 .. .. 
52 .. .. 
66 .. 
71 
70 
70 
77 

66 
79 

103 
79 
8 
7 
6 
6 
8 • • • 
8 I. 
" 8 
11 
8 I. I. 
I. 
13 
8 

11 

b~~ of amauna sor~ by denomtnatloDl. unassorted amountllin Treasury and J'ederal Reserve 

• Separate flgures tor dUfe.nmt denominatiOllll not available prior to May 1933 . 
• Incllldes $1,000,000 of OWTeDOY of unknown denom1natiODl reported by the TreasOl'J' 88 destroyed 
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DOMESTIC MONEY RATES 

No. 61.-F'EnERAL REBERVE BANK D,BCOUNT RATEB 

(Per",'1 

Dateelfeetive Bas-IN"'lp~-IOI."'IRi""l A .. lObi-I B·_I~~-I~-IDa\-I::!. ton York phh. land mond lanta cago Louis apolls CIty la5 cisco' 

A.. Rates on redJscoants for and advances to member bankI ander SIBCII. 13 and 
l3a. oCttle Federal Reserve Aot 

In ell ... 111D. .. liI33___ a" 2)1 a" "" ali "" "" a" a" a" ." a" 

I=-~* ~~J~~mm ~~~~~ ::~~ ~~~m j~~~jj jjjm jjjjjj ;;;i~ mm jjjjjj ~j~jjj jjjjjj jjjjjj 
JUDel____________ 3 __________ a. ___ ._. ___ ._. _____________ • _____ ._._. ______ . .: _________ _ 
Jue L __ : .. __________________ • ________________________ ._. _________________ .__ ______ 3 
June 8..___________ ______ ______ 3 __________ ._. ______ ______ a _. _____________________ _ 
June 10_________ ______ ______ ______ 8 ________________ a. ____ a. __ :. ___ • _______ • _______ _ 
Oct. 20 ________ ~___ ______ 2 ______________ ._._. _. ___ • _________ • _________________________ _ 

~r:·2i:::::::::::: ~~~~ :::::: :::::: ::::~~ :::::: :::::: ~::~ :::::: :::::: :::::: :::::: :::i~ NOv.ll'- ______________________ ~--_-__________________________________________________ _ 

19M--~:C: ~:::::::::::: :::::: ___ ~~ :::::: ----if- :::::: :::::: :::::: :::::: :::::: :::::: :::::: ::::: 
::~: :::::::::::::: ___ ~ __ :::::: :::::: ::::::: ---r- :::::: :::::: ___ ~~ :::::: ---i-- ___ ~._ :::::: Feb. 10. _______________ •• __________ ow __ 0____ ______ 8 _________ 0 ___________ 0 _____ 0 _______ _ 

Feb. 16 _______________ 0 _____ . ________________________________________ 0____ ______ ______ ~ 

Mar. 111___________ ______ ______ ______ _______ ______ ______ ______ ______ a _______________ • __ 

B: ~t::::::::::: :::::: :::::: :::::: ::::::: :::::: ___ ~~ :::::: :::::: :::::: ---jji :::::: :::::: 
In et!eet :pee. 31, 1934. __ 

I--~~~--~~~~~--~~~-

B. Bateson advances to member banks under sec. 10 (b) or the Federal Reserve 
Aot (expired Mar. 3. ]936) 

lU33-J'8n. 11____________ 6 4 l5 15 15 & l5 l5 5 & Ii Ii lu1y6.____________ ______ fH _____________ • ______________________________________________ _ 

1~~ I2:::::::::::: ._-i,ij :::::: ___ ~~ ::::::: :::::: :::::: :::::: :::::: :::::: :::::: :::::: :::::: 
i~~ tt:::::::::: :::::: :::::: :::::: ::::::: :::::: ---iH ---iji :::::: :::::: :::::: :::::: ___ ~~ 
~~. t:::::::::::: :::::: ---,-- :::::: ____ ~ :::::: :::::: :::::: :::::: :::::: :::::: :::::: :::::: Oct. 16 ________________________________ ._0 ___ .____ ______ , _________ • _________________ 0 __ 

Oct. 19_
0 

__ 

0 

___ ,, __ • _______________ ._0 ______ 0 ______________________ ._ • ________ .__ ______ , 

Oot. 20. ____ .______ , ______ , ._. _________ 0 ______________________________________ • __ _ 

g:;. ~~::::::::::: :::::: :::::: :::::: ____ ~ __ :::::: :::::: :::::: o .. _~~ :::::: :::::: ---i~ :::::: 
1884-Mar. ]2 ___________________________ ow __ • _______________________ 0._._ ______ ______ , _____ _ 

i~~ ::::::::::::: :::::: :::::: :::::: ::::::: ·--4~ :::::: :::::: :::::: :::::: ___ ~ __ :::::: :::::: 
In et!eot Deo. 81.1934 __ ..' , , " ~ 'H' ~ 

I A general rate or iii paroent: W8I adopted eIfeottve Jan. 1, las, prior to wh1cQl Ume the race or IiH paroent 
WUlpecUied for e&Ob. advance made under aeo. 10 (b). 
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No. 51.-FEDJ<RAL RESERVE BANK DIscouN'r RATEs-Continued 

[Percent] 

1 ___ , __ Federal Reserve ~ank 

Date effecti va I I I I I I I I I I I 
---------1 ~~~. ~~;;; P}~l;-, ~~~~- };;~~;j l:nt~a :~ IL~~is :~~~~ jrt ?:!. ~~~-

O. Rates on advances to nonmember hanks and trust companies under sec. 404 
of the act of Mar. g, 1033, as amended by the act of Mar. 24, 1933 (expired Mar. 
24, 193·1) 

1933-i:i:~: ~L::::::::: :::::: ___ ~ __ :::::: ::::::: ;:::J:::::!:::::: ---5-- :::::: :::::: :::::: -----. 
Mar. 31. _______________________________ . _______ ._ ______ 5 _.____ ______ _ _____ ._. __ _ 
Apr. L ____ • __________ .__ ______ ______ 5 _. __ ._ ______ _ _ ___________ • ______________ • __ _ 
Avr. 3 _____ • ________________________ .______ _. _______ • ___ • _________ •• __ • _____________ _ 
Apr. 6 ________________ . ______________________________________________________________ _ 
Apr. 10 _______________________________________________________________________ __ 
Apr. 12____________ ______ ____ _ ______ _______ ______ ______ ______ ______ ______ 5 ___________ _ 
Apr. 15____________ ______ ______ ______ _______ ______ 5 ________________________ -- _________ _ 
May3____________ Ii ______ ______ _______ ______ _ ________________________ - __________ _ 
May4____________ ______ ___ 5 ______ ______ ______ ______ ______ /j _________________ _ 

,Tilly 6 ..... __ .. _ •• _ ._.___ 4% .•.•.. __ .•• __ .••.•. __ ._ •••• _. ______ •••.•..... _ ... _ .. _ .••.. __ _ 
July 7 ..... _ ....••. _ ... __ .••••. 4J-i _. __ ••..••.... __ .. _ .•.• __ •• __ ._ .• _ •.• ______ ••...... _ ... 
July 12._ •• _ •..••• _ 4J-i .... _ ........• __ ••..•. _. ___ ._ •. _ •.• ______ •........•...•••.•• _ ••. __ . 
July 14_._._ ..•••.• 1 ...... ---....... -- .. --........ - ... -...... - ... -... -.... ...... ...... 4% 
July IIL •• __ ..••.. _ ••. _ •.•..••..••... __ .. _. ...... 4% 4% .•• _ .•.•.•• _ . __ ._. _ .• _ ••.•. __ . 
Aug. 5_ •• __ .. _ •..•••... _ ...••. 4}> •. __ •.•.• __ . _ •. _._ .• __ .•• _ .••..•••.•••• __ .• _. __ • 

g~~: k:::::::::: :::::: ... ~ .. :::::: ::::::: :::::: :::::: "'4-- :::::: :::::: :::::: :::::: :::::: 
Oct. 10 __ ••. __ •••••. __ • __ .•..........•• __ ••.•••. ______ ••••• __ ... _ ........••..• ___ ••••• 4 
Oct. 20 ..• _ .•••• _.. 4 •. _ .. _ 4 •• _ .•...... __ ._ ....• _. __ .• __ •.•• _ ....• _ ......••• , __ • __ • 
Oct. 2L ••••..• _ ••.•..•.• ___ ....... _. 4 _._ .... _ ......••• _ . ___ •• _ •.•••. __ • ___ .• _ •••.•... 

1934-~r::. :~~~::::::::: :::::: :::::: :::::: :::::::,:::::: :::::: :::::: :::::: :::::r::::, :Jl:::: 
D. Rates on discounts for and advances to individuals, partnerships. and 

corporations under the third paragraph of SAC!. 13 of the Federal Reservo 
Act, as amended bY sec. 210 of the act of July 21, 1P32 

'"~m ~==_:'-i·:'::":- ---.,,:.--,:'::":I:~::,~I----: 
Sept. 8 ••••..... _ ...... __ •.••....•.•.•.•••... _ ... __ ....• __ . __ • __ •. __ .•... -- •• 

193i-Mar.20 ...• _...... _. __ ..... __ .•..•• __ .. 5 ._ .• _. __ •..•••• _ ......• _ ._ ••...••. __ 

illl~t~~=~~(,:;: ::;:i;~j:;:;l~~; < ::,; 



DOMESTIC MONEY RATES l~C 
No. lit.-FEDERAl, RESERVE BANK DISOOUNT RATEs-ContinUed 

Dote elIective 

:Percentj 

Federal Reserve Bank 

Bos- New Pbif>- Cleve- Rieh- At- Chi. St. Min- Ken· Dal. 

I I I I I I I I I I 
ton York :~; l.nd mond lant. c.go Louis a~1 o"J'i;'y I •• 

San 
Fran
cisco 

F. R&tes on direct advances to established Industrial or commercial businesses 
for working capital purposes nnde' the first paragraph of sec. 13b of the Federal 
Reserve Act. 

J1!.~~~.=::~: ~~: ::~:i::l::i:::l::::;~~ ::~~I ~~ :~Y:~::,~~~~ .~~ 
G. RAtes on portion of disCOllllts lor Jlnanclng institutions undor the second 
l'!'~~'tl'! i'1 n~~o~~U~~r!~~ef!~eserve Act, on which the finanoing 

l~f~~ H~~~~~~~~~~=~ ~~~: ::~~:I:=~'~:: d~~:l~~: =:=~:= ::~~: :=::~ t~: :::~:= :~~~~ ~~~~~~ 
~::t~ ~~:::=::=::::: :::::: :::::: :::::: :::::::I_'~_ :::::: :::::: :::::: :::::: :::::: :::::: --·u 

In ellee! Dec. 31, 1934 ••• aY ... 5 4·5 ('J (3) 4-6 5 5-6 4~ 4)/"..5 4 5-6 4-11 
i 

, Same as rate charged borrower by financing institution hnt not less tllan 4 percent. . ..... 
11 percent below moo charged borrower by JInaocing Institution but n~t less than 4 per""ut. 



132 ANNUAL REl'ORT OF THE FEDERAL RESERVE BOARD 

No. 61.-FsDSBAL RssBavs BANI< D,SCOONT RATE_Continued 

( ....... 11 

B"'INewl~lol."'IRI.b·1 Al-lobl·1 81: I~'I~IDSI'I::::" loll York pbls loud _ laula .... Louis .polls Oily lao cllCO 

B. Rates 00 portion or discounts tor ftnancfnr IDatltutlmD ODder tbe IeCODd 
C=J::.r:~'l!r~P=-I- AoI, on which !be_ 

I~= It::::::::::: "'3" •••. ~ .•.. ~.~ ••.•. ~ .•• ~. :::::: •. ~. "'~~I'~~' .... ~. :::::: ::::.:: lIllY 13............ •••••• •••••• •••••• ••••••• •••••• •••••• •••••• •••••• •••••• •••••• • •••••• 
lIllY 1 •••.•• _ ••••• _.... •••••• •••••• ••••••• •••••• 6 ••••••••••.•••••••••••.••.••.••.••.• 
1u1y 17............ •••••• •••••• •••••• ••••••. ... •••••••••••••••••••••• _ ••••.••••••••••••• 
JIIIY20.._ •• _ •• _ ••••• _ •• _ •••••••••• _ •• """ _.... •••••• •••••• •••••• •••••• •••••• lH 

lII_n ... 81,lt11H... 8 I • ... a ... 4ji *' 4 • lH 

11~~ml~~lli~ill~~; 
Doc. a._ .••••• _ •• ~ ................................................................. .. 

111_ Doc. 31, ItIIH... ~ 1-2 •• _.. *'" 1-2 Jj 1-2 • ji I' *3 '1 1-2 

·PWcIwp. 
Bod: flItu •. -Bea Annual ReJ)ort for UI33 (table &7)j tor yean prevlOtll to la. wbau dfffenmt l'lteir 

=~~iD.:r=~~~eI~:~"':t~T~=,=~:.uHetUa.aDd 



DOMESTIC MONEY RATES 13;lt 

No. i%.-FEDERAL RESERVE BANK BUYING RATES ON ACCEPTANCES '
CHANGES PRO"'.JAN. I, 1931, TO DEC. 31, 1934 

[Buying rates at the Federal Reserve Bank or New York. Percent) 

Datee1lectlve 1 to 15 16 to 30 31 to 4S 46 to t10 81 to 90 91 to 120 121 to 180 
daya daJ8 daya days days days days 

-------1--·1---1---------------

I Rates on prime bankers' acceptances. Higher rates may be charged Cor other classes ot bUla. 
1 Rate IDr 76 to 90 days 2W, percent. 

Bad: flIw' •. -gee Annual Report tor 1933 (table 58). 

No. 53.-AvERAGE RATES EARNED BY FEDERAL RESERVE BANES ON BILLS AND 
SECURITIES, 1930-34 

(Percent] 

Mouth 1930 1931 1932 1983 19M Month 1930 1931 1933 1938 1934 

----\----- ----'1--1-- ------
Total bUls and Total bills and 

eoourlf.ies: securities-Con . . January ____ • "22 ... , .... 1.80 1.86 November ___ a .. .. .. LOll 1.81 1.88 

t::,~.:::: .... 2.<, 3.02 I.M 1.87 December ____ 

"" 0.87 L77 1.91 I.M 
'.78 2.26 3.02 U. 1." ----------Aprll.. _______ .... 2.08 "811 2.08 1." 

year _______ .... '.20 a .. 1.98 UI --= = = = May _________ a." 2.00 2.47 2.27 L96 June _________ 
3.23 1.811 0.23 2.18 I." Bills discounted .. a." 3.01 .... .. .. .... July ________ 3.00 1." 2.13 2. .. 1.92 Bills bOUght _____ .... 2.0< 8.88 L4lI •• 7 Auguat.. _____ 2;86 2.01 .. " L96 LOl U. S Oovern~ 

1.M ment 86CUl'ltiea. 3.06 L86 L83 1.00 September ___ ~72 1." ~10 1.87 1.00 
October_ •• ___ .... 1.97 1.96 1.86 LUI 

Back JlgurU.--8ee Annual Repen't tor 1933 (table 69). 



134 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

No. Gi.-OPEN-MARKET RATES IN NEW YORK CITY, BY MONTHS, 1931-34 
[Peroant per annum] 

PrevaJIlng rate 011- Average rate on 1-
Average y(eI4 

on'-

OaIIloans • U.S. 

Month Prim. Prim. Prim. U.S. Treu-
oommer- banken' TfIO. banken' Treu- DrY 

cfal .... p .. lOILD8, .... p .. ory no ... 
paper. and CIt-.... ancaa,90 90 days' N ... Renew - ancell, bllla,H 

~t8I, 
months days al 00 daYI montha· 

mODIbe 

----------------
1931-1anuaI'Y _____________ 2\(-3 1%-11( 11(-';,0 ... 0 1.&7 ... 8 (lim 1.:11 

February ____________ 2J.t-2\( l%-m 1,,-. I.'" I.'" Lao 1.21 1.00 March _______________ 
';,0 2 -2!4 I." LM I.'" 1." I." 

~:::::::::::::::: 2U-2M 1;,0 lU-2~ L61 1.62 I." 1.33 I." 
2 -214 %-Ht Ht~~ I.'" 1.'" 1.01 1 .... .88 

lUDL ________________ • I! Uo I.'" .88 ... .M 
July ____ :. ____________ • 

~ 
1"-1;,0 I.'" I.'" .88 ... ..1 

August ______________ • lU-lJ.i I." I.'" .88 .00 ... 
September. __________ • lU-2 1." I.'" .08 I." ... 
October _____________ • ~l( .~ "10 UO "41 2,41 1.10 
November ___________ 3"~ 

, l( 3 ~ .. .., a ... all9 .. .. 1.11 
December ___________ 3"~ 3 3 ~ .. 13 .. 10 3.00 3. .. 2.41 

193hTU~:::::::::::: 
35(-4 ~-3 3~ UI .... .. 8.1 2.88 2. .. 

3~ ~ .. " 3;,0-31( .. .., ..... .. 18 .. .. .... 
3 " 

'Ii 2IA--3J.i .. .., ..... "61 .. ... .... 
tr.~:::::::::::::::: a ,,-a~ ~~~ • -3 .. .., a.., ].39 .11 L11 

r~;,o 1;,0-' .. .., .. .., ... ... .81 
June _________________ 

;,0-1 

1;,0 .. .., .. .., ... ... . .. 
July _________________ 2\(-2\( I~-lJ-i a'" a", .1' ... ... 
August ______________ 2 -2J.i I~-I;,o 2.00 .. 00 .16 ... .14 
September __________ 2 -2Ji I ~-I~ .. 00 .. 00 .1' ... .m 
October _____________ 1"-'l( 17-1 L" 1." ... .18 l~ November ___________ 

Ht~~ . ~ ~ 
1.00 LOll . .., .18 December ___________ LOll LOll .ao .011 .04 

1933-15!~:::::::::::: i~:i~ ~:~ 17-111 
LOll 1.00 .33 .21 .r11 
LOll LOll •• 1 ... .01 

~~~ I~~ ';,0-3~ 3.21 3. .. .. .. .. .. 1." 

tr.':.:::::::::::::::: 1 -11 1." L31 • 81 •• 1 ... 
2 -~ 

!t~ 
1 -I LOll 1.00 .... . .. ... 

lune _________________ lit· "-I Lro 1.00 .38 .21 .r11 
luly _________________ 

I" 'f:i~ LOll LOll ... • 31 .1 • 
August ______________ 1;,0 .08 .118 . .., .21 .01 
September ___________ '1)(-m !t~ .1' .1' ... .10 .M 
October _____________ .16 • 16 ... .1" .011 
November ___________ Il( )(-~ 17-1 .16 • 16 ... . .. ... 
December_ .. _________ IJ.'-U·" ,,-11( ... ... . .. .10 . .. 

1934-J6~:::::::::::: 
I)(-Bi )(-a 

I -1)( 1.00 1.00 . .., • 1fT .211 

fJ.4::t1 1(-1 1.00 1.00 . .., ... .... 
1(-1 LOll 1.00 .31 .'" .01 

April ________________ I -l}( 

ml 
r LOll 1.00 .:1) .'" 'l 

May _________________ 1 -1 LOll 1.00 .1. .00 'l June _____________ .A. __ '(-1 ,-I LOll LOll .1. .r11 ~ July _________________ ~-1 ~:l 1.00 1.00 .1. . ... 
August ______________ -I 1.00 1.00 .1. .:1) 'l 
September ___________ ~-I ~:t 1.00 LOll .1. .21 'l October _____________ -1 !H11. 1.00 1.00 .11 .21 

~ November ___________ ~-1 t: "-1 LOll LOll ." ... 
Decamber ___________ -1 1(-1 LOll 1.00 ... ... 

aJ rates. 
average rate 0 untopissuesotrered Instead oflsme&1IOld byU.8.Treuurywfthla 
m January 11131 to May l~ are for 3-montb billa; thOle from JUDI to Decem_ 1i3f 



DOMESTIC MONEY RATES 

No. 1IIi.-OPEN-MABDT RA ..... IN NEw YOBlt CITY, BY WEEKS 

[_·per .... amI 

135 

~~. 
olaI aocepto-

TIme Oallioan.. .!:..:. tJ. s~ 
1 ....... /-_-,_--/ ....... ,---.,.--
dan I New Renewal ~ 90 znc!tha m!tba :!t -:.80 

------------1---- ------ --- --------IIIIK laa.. '-____________________ 
lit It I 1.00 1.00 0..0 0.62 --------Jan. 11-____________________ 
lit ~ 1-1U LOO 1.00 • .0 .ffI --------Jan. _____________________ 
lit 1-1'" 1.00 LOO • .0 .ffI --------Jan. :n ____________________ 

IlHIt It 1-1}4 1.00 LOO .00 .72 ---.-.--Feb. 1. ___________________ 
"HIt It 1-1" 1.00 LOO .m .eo 0." 

Feb. 10 ____________________ 
'''-Ilt 

~ r 1.00 1.00 .00 .eo .\19 Feb.IT ... __________________ 
"Hit -1 LOO 1.00 .00 .m 

----·~82 
J'eb.J& ____________________ 

1"-1,, -1 LOO LOO • .0 ---.----Mar .• _____________ .:. _____ 
I11-11t ,,-U !H 1.00 1.00 .00 ---.---- .43 Mar. 10... _________________ 

1" 11-1 1.00 1.00 .40 ····:09· ---.----Mar. 17._. ________________ 
1" " r 1.00 1.00 ... 

-----~ig 
Mar. 21. __________________ 

1-1U I' -f' 1.00 1.00 ... ... _.81. ................... I-II' I' -1 LOO 1.00 . .. . .. .1. Apr.T _____________________ 
1-11' . " "-1 LOO 1.00 .2< .111 .18 Apr. 1" ___________ ).. ________ 

1 It-I' t-l 1.00 LOO .1. ... .1' Apr, :n~~~~~. ________ • ___ ~~ 1 ~ -1 1.00 1.00 .19 .08 .18 Apr ... _ ......... 0 ........ 1 "-1 LOO LOO .1. .111 .16 
May 6 ___ ~ ___ • _______ •• __ ~ 

is r 1.00 1.00 .19 .111 .16\. Ma,. 12 _____ ~ ______ ~_~_~_~_ 
-1 LOO 1.00 .19 .06 .1' May 18 __ ~ ______ • _________ 
-1 1.00 1.00 .19 .06 .18 May 211_~ ___ ~ _____ ~~ __ ~ ____ 

"-1 1.00 1.00 .1. -------- --------IIlD8 2 ________ ~ __________ ~ 
1 It-I' t-l 1.00 1.00 .1' -------- --~-----

June e __________________ ~ __ 
1 It-I' -I 1.00 1.00 .19 -------- -----~07 JIU1e le_~_,;;_~~ ___________ ~_ t-l It-I' r 1.00 1.00 .19 --------June 23 _________ ~ _________ • 

-1 It-,, -I 1.00 1.00 .19 -------- .07 June ao ____ ~ _____________ ~ 
"-1 16-1' -1 LOO 1.00 .1. -------- .111 

JDly 7 __________ ~ _____ ~_~_~ 
IH It-I' t-l 1.00 1.00 .19 -------- .111 

:::t~~:::::::::::::::::::: t-l 16-1' -1 1.00 1.00 .19 
-~~-~--- .111 -I It~ "-1 1.00 1.00 .1. 
--~----- .111 July 28 ____________________ 

,,-1 ,,-1 1.00 LOO • 19 
----~-- ... 

1=: Ii:::::::::::::::::::: U-l It-I' "-1 1.00 1.00 .19 
-~------ .1' -1 

lEa "-I 1.00 1.00 .19 ____ a_a. ... 1:: :::::::::::::::::::: 1'-1 t-I 1.00 1.00 .19 -------- .28 ,,-1 -1 LOO 1.00 .19 -------- .28 

fii ~mmm~mm~~~ s-' It-I' r 1.00 1.00 .1. 
-----~-- .18 

-I It~ -1 1.00 1.00 .19 
--~----- .28 -I -1 1.00 1.00 .19 -------- .28 t-l 16-1' -I 1.00 1.00 .1' --... ---- ... 

-1 fl. ,,-1 1.00 1.00 .19 -------- .28 
o.te ... _ ................. "-I fl. !H 1.00 1.00 .19 

-~-----~ .2< 0cI;. IS _____ • ______________ 
16-1 ~: r 1.00 1.00 .1. -------- .21 Oct. 2O_._~ ________________ t-I -1 1.00 1.00 .1' ------~-

.:11 o.&.:n ..................... -I 16-fI. -1 1.00 1.00 .1" -------- .19 
Nov. 1. __________ • _________ r a r 1.00 LOO .18 -------- .'1 Nov. 10. ___________________ 

-I -1 1.00 1.00 .13 -------- ... Nov. 17 ____________________ 
-1 -1 1.00 LOO .18 -------- .'1 NOv.2l.. ___________________ 
-I -1 LOO 1.00 • 18 -------- ... 

Dec. 1 ________________ ... ___ 
"-1 a IH 1.00 1.00 • 13 -------- ... Dec.8 ___ • ____________ ~ ____ 
1'-1 "-1 1.00 1.00 .13 -------- .:11 Dee. 16 ____________________ 

r "-1 1.00 1.00 .13 -------- .1" Dec. 22 __ • _____________ ... _ 
-1 

~ t-l 1.00 1.00 .13 -------- .1' Dec. ...................... -1 -1 1.00 1.00 .18 -------- .10 

:~=~ct;".r.:. .. .!,.~ 
• Stook excbaDp c:all1oaDl; new a.od renewal ratll. 
• A ..... rate of dJaoount on ... otrend bl' U. 8. Treuur7 wlthla week: In weeki tar wbIab. DO ftp.rea 

aftIlbowa, tbae w .. DO 1IIaea. 
__ .-800 AmmaI Bepor\Ior 10118 (lablo el). 
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No. li8.-MoN1>Y RATE" IN NEW YOR" CITY-PREVAILING RAT"" CHAaoBD 
C118TOUER8, 1930-34 

\RaIeI "'.'oIIID& durlnl 7oda>' period eudlnl with l6tb or mODth. _ per ........ 1 

MODth 

----------1----1---1---1--
11130 lAIIIllUl"._ ••• ___ .. ______ ...... ____________________ .. ____ _ 

~::::::::::::::::::::::::::::::::::::::::::: 
tl'.'::.:::::::::::::::::::::::::::::::::::::::::::::: 10De ___________ .. _____ .. ___ .. _________ .. ____________ _ 
1 .. ,. ................ _ .•. _ .•. _ .......... _ ... _ •.. 

E"~::::::::::::::::=::::::::::::::::::::: Novembef ____ .... ____ ..... _ .. ___________ .. ____ .... _____ _ 
Decomb .................................. _ ..... _ •• -~:::::::::::=::::::::::::::::::::::::: 
tr.:.:::::::::::::::::::::::::::::::::::::::::::::: lUDe ____ ........ ___________________ .. ___ ...... _____ ...... __ 

i'%;;c:::::::::::::::::::::::::::-.::::::::::: 
=~:::::::::::::::::::::::::::::::::::::::::: Novembez' _____ ....... _____ ._ .. _ ...... _______ ...... _ .. ______ .. __ 
Decemb6f ....... _ .. ___________ ..... ________ .. _ .. ________ .... _ -~:::::::::::::::::::::::::::::::::::::::: 
t!i:::::::::::::::::::::::::::::::::::::::::::: 
1 .............. _ .••..... _ ......... _ ............. . 

=~=:::::::::::::::::::::::::::::::::::: Novamber ___ .. _ ... , ____________________ •• _~ ••• _ ....... . 
D ..... b..-........................................ .. 

l1l3I 

~:::::::::::::::::::::::::::::::::::::: 
!~::::::::::::::::::::::=:::::::::::::=-:::::::: 
I .................................................. .. A_ ............................................ . 
Septem ............................................ . 
O0&4ber .......................................................... _ .......... _ 
November ........... _ ...... _ ................................. _._ ...... _ 
V_ber ......................................... . 

'*" lanuary_ ............ _ ................... _ .... _ .... _ ............... :.. .. :. .... _ 

L:~:=:::::::::::::::::::::::::::::::::::: 
tr.:.:::::::::::::::::::::::::::::::::::::..-::::::: 
lUDe.. ........ _ ................................. _ ..................... _ ............. .. 

~u:.-::::::::::::=:=:::::;:=::::::::::: 
.... tembar_ •• _ ..... _ ........................... . 
Ocl4ber_." ....................................... . 
NoftDlbe:r ......................................................................... .. 
Decamber .......................................................... _ ...... _ .. _ 

BlBaoIo ....... trI. 
__ .-8eeAIIII ... ~Iar_(_I7). 

:It: ~ 6 ·8 ... ~ 
m :It: , ... .... ,It-'tli , ... , ... , ... 

:~ , ... 

I~ "'If 

~ · ... Cit-' 

'*' , ~1 · ... , ... 

HI · ... · ... · ... 'It-' 
~ 

:~ au ... a .. · ... a .. 
2H-4 

~ 
"*"' , .. 
11+-4 
11+-4 . ... 
11ft 
IJt-OH 
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1 

No. i7.-RAUS CBAJlCIlID C""'I'O .... ". BT BAN"'. IN P,UBClPAL ClTlE., 1922-34 
IWoIghtat __ 01 p!WV&IllDr ... teol 

11122 1028 I\IlN 1125 '" 1017 1028 19211 mo 11181 1111> 11138 ---------------------
New Y«I< Oi*>: 

5.1iO US &.21 U. U. U' UO '.7. 1.6' '.R Ul 4.1S 8.&8 lanUlfJ'~ ............ p--- 5.48 6.11 .. G'1 .... U8 U' ... , 0.78 .... <.81 'n ,11 ,,-,S M _______ • 
5.U US &.011 U8 U2 "0 ... 9 5.81 •. 22 UO U_ '-.. 3.31 tt:------- U, 5.0' U8 "'8 U8 U3 .. " &.86 6.11 4.1, UII U8 5.811 
5.011 6.27 ... U8 ... U3 6.17 .... '"H 4.11 .... U • 8." 

lune:~=:::::: U. &21 U' U. <.&8 UO 5.09 6.93 .... 4.18 Ul 4.10 1.30 11117 ______ 1.1, ... '-21 .... U8 '-10 .... 8.88 U8 <.0. , .. 8.08 8.30 

t:F'1emiiiii:::: u. 8.l8 .. OIl U5 4.OS "" . . .., '.0& '-CI 3.87 .... 8.97 3.88 
UO .. 88 UO ..,7 Ul '-.. .. 68 .. 011 ... LIl8 UO 1.711 I.'" 

~---.--- Uf ... , f.CI U8 .. 86 .... •. 63 0.08 ",e ... , U' 3.76 3.28 
Novembar .. _ .... La' U. 4.18 4.01 '-711 '-8' .. .., 5.86 .. " U' U. 1.111 "22 
.~ .... --- LaO 6.21 ... un "711 u. .. 63 &. .. uo U' '22 8." 1.18 BIsbi--em aDd euterD GI_ 

JaDGBr'Y .... ____ • <1.08 U. 0.511 UO •. W UO ..73 &.17 .. 88 4.61 8.G'1 Lall U' r.bruatJ' ..•• _. 1\.8, .. as 5.88 "0 &.11 U8 ". "86 .... US 8. III "81 , .. Ilanh...-___ 
5." .. III 8.87 UO .. 18 U8 Ul .. III 8.<' US 8.1' &.3. U' 

tf.~:::::::::: .... 8.4' 6.11 4.92 5.17 4.00 4.01 11.00 .... U7 8.10 '.09 .... 
Ull .... .. '" .... "G'1 U' &. .. .. 00 &.1lI "Of .. " U' UII 

JIID8_ ....... ___ .... .... .... 6.12 U6 4.1, U3 u. 11.02 ..00 4.4. •• 13 ..97 ,,"0 11117_· __ • ____ •• 
"11 11.<7 .. OIl UO us UO 6.87 .. 08 Ul ... 8 .... U. '-1& 

=~.::: 
..... &. .. U. U8 .. III "87 U9 0.11 '" ... , 8.l' 1.68 '-12 
6.1' a.liS! 4.87 8. .. 6.08 .. " 8.80 .... '" 4.48 .... u. 4.11 .... .. 67 "'87 ..16 &.1& U' &.80 u. ,,& .... uo <.&1 U. November _____ US 1.61 "80 '.20 '.G'1 4.82 .. 82 "'12 ue U7 .... .... •• 08 ------ 8. .. 8.<8 .. 87 8.17 .. III 4.7 • 5.11 11. .. ,- .." 4.88 <.&0 8.98 

Twent';~ •• ven 
lO1l&beru. an4 
",esterDo1t1es: ' _____ .... .... .... 8.67 6.18 ..,. 6.11 11. .. .. 12 6.10 8.01 &.86 11.40 

~:::: ..... 1.91 6.91 1.65 .... .. " ... 8 .. '" e." 6.43 11.61 .. .., &.39 
11.86 ... 3 ... 8.81 6.12 .... .... .... ... 6.40 .. .. 6.88 .... 

~--.--.--..... I." .. 19 15.81 .. 8& .. " .... 8. aT '.88 '.38 U8 '.8& 6.34 - ..... 8.31 6.73 .. 68 &.81 8.68 6.68 6.10 11.71 ,...6 ..'" "8& 8.28 ,,--=::::::.. .... .. III ... .. 68 &.Of .... 6.67 8.16 1.011 '.M . .... . .... "'" Jul,.. ________ - .... .. '" 6.88 .... '.M ..... '.77 0.17 ..... 5." a. .. &. .. 8.07 

=~::: 
· .... US .. " .. 86 &.110 .... &.80 ... .. 68 &. • .. .. 6.18 .... · .... .... 8. Of ..... 6.60 11.61 •• 82 6.2'1 8. Of 6.82 .... 6.&& .... _ ... .. '" .... ..... "88 L ... 6.67 0.211 .... &.88 8.110 .... 0 .. 06 

Nnulber_ .... · .... '.00 .. lIS 6. Of '.07 1.110 6.90 U9 8. .. 6.611 8.55 .... .... Deoamber __ .. _ - .... 8.011 8.86 "'81 6.68 "60 5.11 un 8.48 ""0 ..60 .. 48 UO 

Nou.-..:r.::_ Io __ b,3,_baDblo""" ................ ~~~ dIItlnlU from open-market rates. wbt are giveu in tablel 64 and 65. All averages on 
rataa rePQrted tor • t7pe& ot CdStomei' 1oe.Da-oomI:ier loaps. IDd. 4emaDd. aDd Ume loans • 
TIlt mI&bo4 of 0I;JID.Pt¢tnI the.. caktI tnto aocou.nt <u> the relatl"'1m~ct of or e 3 
types of IOIlQl and II) the i'e1ative of each tel)9ttiDg bank as measured b totalloana. the ._. __ lfl..__ GltJ'_IIW'OIiii8'4_IolL.iIm_oIlbat 
cltJ In the IlOUP, as measured by of an bankl. 
__ .-800 _ Report for 11181 (labia..,. 



138 ANNUAL lUCPOR'l' OF TH1!I FEDERAL RESERVE BOABD 

MONEY RATES IN FOREIGN COUNTRIES 

No. 58.-DlBCOUII'l' RA'l'B' 01' FORIIION CIIIITIIAL BAlfk&, 1933-M 

Date_ --
lnelleollan.l,l9B8 ...... .. 

-...., OeDtnI_ot-

I .... 

I~i~~~~~~~~~~~~~ i~ffi~ ~~~~~~~ ~~~~~~~~ ~~~I~~ ~~~~ff ::=~ ~~~~~ i~~~~~ 
11~~~~1~~~~~ ~~~~~ ~~~~~~ ~~~~ ;;;~ ~~~~~~~ ;~~;~ ~~~!~ ~~~~~!i 

--r;;:.t:::::::::::: ::::::: .... _~:::::::: ::::::i:: ::::::::: =::::::::::::: :::::::: 
In .... Dec. 31. 1_.___ J 2Ji '8.114 2Jj 2Ii • 
_____ Amlaol JIeport,.. _ (table"'. 

No. 5t.-OPIIII-MABkII'l' RA'l'BS JJf FOBllloN CollJl'rIUil&, 1933-M 

""- 1IwI_ 
~ - 't=:r I...,. 1 .... .... .... (PaM) (J4lIaJI) (T0k7o) (Ams ..... -, dam) 

Monlb ---------B_ 
Pd_ate Pdva ... PrIvate PrI ..... --pi- D_t.td ....... d_t dlaootmt dhloouDt blIII - --- - n .. - - -------

loaa 
lL4IhI. .. January._ ............... __ ... _. __ lUI' \." 8.'" 4.6 0.87 1.10 

I:~:::::~:::::::::::: .81 1.80 8..., 4.26 U8,",a. .87 1.10 
.81 .. '" 8..., 4.110 4.48-f. .. .Of LlO 

tJ:::::::::::::::::::::::::: .l1li I.'" 8.8,. 4.00 .. 48-f.a. .. 1. .. ... 1.78 8.87 .. tID 6.1l~'" .. 11 1.80 lUll8. _________ .. ____ .... _ .. _ ... _ ... Lao 8..., 4.tID 6.11-6.48 .. " 1." lUIy ......................... . .. LaO 8.87 .. tID 1.11-1.48 8. a. \.ao 

~=~-:::::::::::::::: . .f! 1.66 1.8'1 4.tID 1.11 ..... l.n 1. .. ... 1.11 1.8'1 8.8& 6.11-6.. .n 1. .. 
.7t 1.26 1.8'1 I.ao 6.11-06.48 .10 1.10 NO'VeIDber _____ .. __ ..... __ ........... UI 1.8& 1.8'1 8.ao 1.11-6.. ... 1. .. _blr ................... Loti ... I..., 1.00 6.11-6.. .. 1. .. -IBDIW"J' ..................... 1.01 .. " 8..., 8.tID .... ... 1. .. 

r:~:::::::::::::=: .. "10 8..., 8.00 UO .71 1." .. 2.7& 8.87 1.00 .... 1.2. 1. .. 

tt::.:::::=:::::::::::::: .. 2.70 8.'" 8.00 .... 2.07 1. .. .01 2. eo "8'1 8.00 ... 1.11 Leo lDDe..-______ ............. __ .... .01 .. Ill .. ,. 8.00 ..... .71 I.. 

~~=~~::~~~ 
. .., 1.71 8.71 .... .. 11 .1t Leo 
.7t 1.16 8.74 1.00 11.11 .71 Leo 
.71 Leo 8.81 1.00 "11 • 11 L • 
.n L46 .. 11 8.00 .. 11 .1Il I. • N...,.,...._ ................ • 11 U • ... 8.10 11.11 .. Leo 

Docombor ................... .111 J.l0 ... 4.fIO .. 11 .eo 1.10 

1~:':M~...;W.-:-.::~==.-:::::r~';:r.r.-... -. pp. - ~I 
_"",, ___ rarlt181(tablll&). 



MEMBER AND NONMEMBER 

BANK CREDIT 

139 



ALL BANKS IN THE UNITED STATES 

No. 60.-ALL BANKS 1 IN THE UNITED STATES-NuMBER OJ' BANKS AND 
DEPOSITS OTHER THAN INTERBANK DEPOSITS, 1914-34 ' 

Number or banks Depostts, other than interbank depoalta 
(In millions or dollars) 

i Member banks 
Date' ,Q 

'2 

J l ~ .'!i 
£1 

IDl4-J"une30 __ 26,274 _______ • 7,614 _____ _ 
1916-June ZL 26.805 7.614 7,597 17 

fg:~:::~:: i:::~ ;::s ~:m :: 
191&-June21L 28.334 8,212 7.699 513 
1919-Juno30_ 28,600 8,821 7.7711 1.042 
I920-June30_~ 29,829 9,398 8,024 1,374 
11m-June 30__ 30,560 9,74.5 8.150 1,695 
1922-June30._ 30,168 9,892 8,244 1,648 
)923-1\1116 30_ 29,833 9,856 8, 238 1,620 

19ZJ-Dec.31-_ 20,005 9,Tl4 8,17. I ..... 
)924-Dec.31 __ ...... .."" 8,043 ~ ... 
1926--Dec.31._ 28,257 ..... ..... 1,441 
1926-Dec.31._ 'Zl,367 •• 200 7.900 ~ ... 
UI27-Dec.3L. 26,416 ..... 7,759 1,275 
UI28-Dec.31._ 26,576 8,837 7,629 1.208 
1929-Dec.3L. ".630 8,622 7,403 l,n9 
1930-Dec.31-. 22,769 S,0li2 7.003 1,019 
1931-Dec.3L_ 

~t= 7 .... '.'" 87. 
1032-Dec.3L_ 6.816 6,011 "'" 
1933-lnne 30'_ ·14,519 6,606 4,897 700 

Dec. 30 __ ·16,011 6,011 ,,1M "7 
Ilt34-June 30 __ I:;:; :;m 6.417 ..,. 

Dec.3L. ..... ... 

Nonmember J Member banks Nonmem-
banks bel bsnQ 

'2 a o!::, 
'i U E.s .i! ~ 'i .'!i ~ .. .. ::;;1 (; ~ £1 :U 0 

'='M.':~~ ~:m --6;678 ·t::-----68':.·:~~':.'~ 
832 18.804 22,759 8,395 8,169 235 4,18810.176 
63219,211 26.M )0,301 9,742 4594.42211.630 
836 19.486 28.76.5 :U;.671 11.214 "467 "422 8,073 
833 19,14& 33,6fJ3 19.170 12,951 e,219" 761 9,682 
631 19,800 37,721 21,916 14,316 7.600 6,187 10,618 
634 20,181 35,742 20,637 12.091 7.6(6 5,676 9,62V 
830 19,636 37,616 22,397 13,821 8,576 6,780 9,439 
628 19. a.w 40, 688 23. 871 if. 4UO G. aso 0, 296 10, 622 

830 U~,101 42,163 ...... U;,231 0,764 8,465 10,712 
623 18, 698 ...... 27.83S 16,094. l1,lU '.'" 11,101 
621 18,147 40,224 30.029 18,066 11,964 7.298 11,897 
618 17,489 50,155 30,474 18.022 I ..... 7,763 11.91S 
618 16,764 ...... ...... 10,662 12,401 ..... ' ..... 613 16,126 38,766 34,82<1 21,407 13,419 8,849 13,001 
609 a,4gg 65,289 

1m "'.290 13,675 8,916 ' ...... 
8m 14,114 63,009 :.1).138 12,422 '.rm 10,912 
597 12, 123 :t;:i 27. 17,271 10,161 10,105 ..284 
69( lO,gso ... 16,101 8,701 10,O2'l 6.818 

67. '8,337 ·37,998 I~:~ I~m ..... 9,1I:I1 '4,946 
'6111 '8,421 ' ...... ".'" ..... '9,708 '6,026 

618 8,882 41,87 26,6'S IT,Off! 9,IUS '.180 '6,475 
6111 9,1121 44,771 28,9f3 ,18.6" IO,t24 '.828 0, ... 

co~~~u~~:n~~ the continental Uolted States and all State commercial banks, Srust 

abstracts issued by State bankiD 

tb~i~o:=: ~tV:: S=~ 
eluded ID this compilat.iOD, see p. 

tal banks as are iDCluded io 
tb IUDe 1934, private banks 
ve IIJU8ed to 8XlUDInatioD by 

figures of ivate banks In .. 

I Date 01 reports 01 member 
I Reserve System. relate to national 

banks an other than nat ODal, respectJ Y. fa r than to member and nonmember bank&. 
, Beginning lune 30, 1933, all 6gures (other than for mutual lavinas banks) I'8Ia&e to licensed banks onl,. • 

wIth somo e.s:cepUoDS as to nonmember banks • 
• PrIor to Dec. 30, 1933, member bank figures Include iDt.erbank depomtl DOt sabject to Immed1ate wUb-

~b~:O~w7~~~=C:::~=~t.. .. footnote 1. 
, l!evlood. 

NOTJ:.-P'fgores for all ban1c! for June 1914 to JODe 1922, inclusive, are b-s on data ooutalDed In anoua. 
teporg of the Comptroller of the Currency. 

Baa jigum.--8ee Anuoal Report far Uta3 (tablel68 md 70) for lntermecl1a&e dataJ. 
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No. 8t.-ALL BANKS 1 IN THE UNITED STATES-LoANS AND INVESTMENTS OF M"MDEn AND NONMEMDmn BANKS, 1914-34 

(In mlillollllJ/ dollars) . 
Loana and investments Lo ... Investments 

:Member banb Nonmember Memberbanka' Nonmember Momberbankl Nonmember 

Date banQ bllDlai . banks 
TotaJ- Total- Total-

aU aU aU 
ban .. Na- !!~'.:':~I Oilier 

b .... Na- Mutual bllDlai N .. Mutual 
Tolal t1ona! State Tolal tiona! State savings Otber Total tiona! State lovJnp Otber 

------ --------------
191f-J'uDe 30~~ ___ • 20,188 --i;i6r 

'8,313 • _____ • • • 3.979 '8,4.96 16.237 --ij;72() 16,443 -----fi:;- 12,124 1~880 t~: --2;04i- 11,870 -----ig- '1,8M '1,807 

1916-}uno 23 _____ . 21,4.66 8.688 1. ',040 8,662 16,663 ;:m 2,110 ::~~ 
1,1)26 1,870 ],809 

1916-June 30 ______ 2U8. 10,816 10.086 230 ,,221 10,0&0 17,972 ~I:r~ 107 . 2,221 6,614 2.361 2,319 82 1,009 t:. 
]Q17-lune 20 ______ 28,286 12,463 11,897 OM ',600 11,333 20,626 8,.", ... 2,368 8,'8' 7,7M t.~ 2,902 123 2,132 

1918-1une 20 ______ 81.813 18,607 18,913 4.li94 4,<8. 8,817 22,<04 13;234 10,077 8,166 2,816 ~8.\6 9,4.08 8,838 1,4.38 ~m 
1,901 

1919-Jone 30 •••• __ 86.610 22,240 16,112 8,628 4,828 9,602 :3:~ 16,418 10,903 4,610 2,330 0.974 11,847 8,827 .,800 2,018 2,628 

192O-J'une 30 ______ 41,684 26,669 17,647 8,012 1i,308 10,817 19,633 18,499 8,031i .... I 8,714 10,84:6 0,02<) 4-,048 1,077 ~~& 2,104 

1921-June 30 ______ 40,001 24,121 16,896 8,226 6,899 10.181 28,988 18,119 11,078 8,143 2,810 8,060 11,012 ~002 B,919 1,988 ,,121 

Im-June 30._ •• __ 89,068 24,182 16,706 8,,,, ~010 9,764 ·27,760 17,186 11,191 &,976 8.903 ~m 12,'06 7,017 4,614 '.003 8,007 2,182 
ID2a-1une 30 ______ 48,787 ~607 18,806 9,703 8,382 10,660 80,398 18,160 11,178 ~978 8.88' 18,341 7.767 6,027 1,730 8.200 2,88' 

un3-Dec. 81 ______ 
~:m 

~.., 1~8O? .,1180 6,743 l~:m 80,197 18,842 11,808 '1.034 8,667 8,898 IHl~ 1,64' 4,099 2,64' 8,188 2.8?11 
1924-Doo.81 _______ 28,748 17,840 10,906 7,228 82,'38 19,933 12,214 7,719 8,071 8, ... 8,818 6.626 8,187 8,2M 2,'" 
1926-Dec. al _______ 

~~ 80,884 19,163 11,731 7,691 12,029 :::m 21,998 18,419 8,m 4,a93 9,269 14.946 8,888 6,m a,1M 8,SOB 2,'39 
1926-Dec.. 81 ______ 81,642 19,267 12,374 8,204 12,178 ,.."2 18,482 9,170 4.821 0,36{ 16,248 8,990 1i,786 K:m 8,883 2,873 

]927-Dec.81 _______ 66,460 ~:~ 21,636 12,712 8,860 12,844 38,426 23,888 14.641 0,243 1S,273 0,286 17,02f. 10,801 6,804. 8.1187 3,077 

1928-Dec. 81 ______ 
:::~ 

22,407 13,m 9,890 13,192 ~:~fi 26,166 16,286 1~:ft~ 6,394 0.933 t~:= 10.629 7.122 8,407 3,696 8,U. 

1920-Dec. 31_. _____ 

~= it: ]f,36Q 9,463 13,020 ~I'" 16,136 t~ ~~gg 9.764 8,«8 :::8 8,618 8,197 

1930-Dec. 81 ______ 60,209 13,434 0,987 11.802 88,186 ~:~~ 14,847 9.624 18,014 10.98' 1,079 8,920 8.16. 
1OO1-Dec. 81 ______ 49,704 30,676 t~:= 

11,482 10,488 8,641 81,305 11.005 7,866 6,218 6.827 18,899 11.314 7,189 4,126 4,270 2,814 
1932-Deo. 81 _______ ".948 27,489 10,071 10,182 ' .... 26.068 16,20& 0.828 6,816 ~079 4.780 18,883 12,286 7.671 •• 606 4,103 2,61< 

1933-1une 30 ' .. ____ 4.0,076 24,'/88 16,460 9,826 10.044 6,24' 21,203 lt~ 8,102 4,'116 6,041 8 .... 17.872 11,028 1,868 .,670 •• 103 1,841 
Dec. 30 _____ • '40,319 ....... 111,941 .,m '0,985 '6,Il4 r:U,977 8.083 4,747 '6.906 r8,238 '18,842 12,880 1,83' <,1!81 ",079 n.B77 

IG8f--JuDe 30 ___ • __ '42, &02 "rI,!76 17,011 10,183 9,904- Br6,0i23 '21.278 18,.23 7,881 4,M2 .... 8 8,108 21,224 14,662 0,881 6,321 <,286 "2,316 
Dec. 31_. _____ 48,468 28,11iO 11,910 10,240 9.'182 6,628 20,474. 12,028 7,476 <,'1!8 6.491 '.966 22,984 18,122 10.436 "68? 4..201 2,611 

(For footnotes see tabJe 60, p. 1.0.) 



ALL MEMBER BANKS 

No. 62.-ALL LICENSED MEMBER BANKS-CONDITION ON DEC. 31, 1934, BY CLASSES OF BA.NEB 

(Amounts in thousands of dollars] 

All 
member 
banks 

All 
national 
member 
bollke 

All State Ce::::=r~ty Reserve 
member 1----.----1 m::!ter 
banks New York Ohlcago banks 

Country 
member 
bailke 

--------------------1---------------------.... ,. 
Loana (lncllldlnr overdrafts) _______________________________________________________ .0._._. 12, 028.103 7,476.377 4,552, 726 8.158, 700 532, 432 f. 312, 211 .,024,760 
U. B. Government direct obllgatloDL______________________________________________________ Go 906.692 6. 250,822 3, OM. 870 8,246. 203 742, 609 8,808, 860 2,108.120 

~~I~u~~~~_~~_~:~·_~~~~_e_~=:::::::::::::::::::::::::::::::::::::::: 5,=:~ 1~:m:= lk~~m ::m:r:i .. =:!H l.~~ 2.~~~g 

~~~~l;~ffi~~~~~f~;~;~~ lim :ii 'ii ,~~ ~i~~i :ii 
Balances with domestlo banks, Dot subject to Immediate wlthdrawal._____________________ 113,139 92, 660 20. 579 41 1,000 M,842 37,266 

CJQunuiel (ucludinl own brancb.6lII}________________________ 184,316 86. 993 98. 522 121,7ZT 8.816 49,043 4. 929 

--------------orOOlieciiOOi::::::::::::::::::::::::::::::::: ~:; a:.t=~ ~= I:;:~ -----i6,-ijia- 26t~: -----ji6,-il3i 
chectaODloca1banks.. ____ h _______________________ 1.283.067 li34,S63 698,604 907,026 49,198 222,464 Mom 

Outaide checks and otber casb It&ms______________________________________________________ 79, U3 67,517 21.736 4,671 ", f63 62, 3M 17.864 

~~~~!:~~~b::~:.r:~~w:io1'r!1':t.rereiidonemiiii_:::::::::::::::::::::::::::::: Bf:~;1f 33.m ------j;ijii" 1.~ ________ ~~_ la:.;g 30.~~ Soourltles borrowed. _________________________________________________________________ .____ 1.898 1
,
629 367 _________ .__ ____________ 302 1.69' 

Other _tL______________________________________________________________________________ 813, 208 168. 281 144.927 106, 817 43, 789 U6, 362 67,240 

--- --------- ------Total_Lt _________________________________________________________________________ 40.m.191 ~ 14,496,2.59 11,873,401 2,426,866 14.251.916 12,025.020 

10.393,761 
&.996.314 

884,935 
".006 

2, ....... 

.. 380, 403 U ... 3M " .... 000 
2,911,614 658.,603 382,105 

750. SSI 791,60S 46, &11 14.198 _______ • ___ • ___________ _ 

1.862.483 1,7D7,W 444,89C 

...... 8011 
01,002.919 

620.'82 
7 .... 

1,963, i73 

4,395.920 
4,,864,301 

177,805 
41.200 

339.916 



Due to baoka In rorelgn countries (excluding own branehes) _____________________________ _ 146,504 
782,618 

',433 

73,804 
365.603 
~272 

12,700 
417,116 

2,161 

]215.787 .... 889 
8,948 

~ .. , ...... 601 
16,127 

1$,879 
2,718 

],653 
64,66:! 

171 g:~t~~=~~b~~:.ii~~~~Js-oiiijiaQ(fliig:.::::::::::::::::::::::::::::::::::: 
Total depoalta __________________________________________________________________________ 81.M8.tOi 11.8&1,1'0 11,911,'155 ',5111,681 .,153,838 D,298,/I$8 ',885,628 

Secured by ~ledge 01 loans and/or tnV6StmenUL ___________ .. __________________________ a. 694, 111 2, 443, t33 1,261,278 1,010,606 It4,166 1,611,410 928,641 
Not secured by pledge of Joans aDd/or Jnvestments ___________________________________ 30,163,694 19,193, 117 ~ ~ 2, 009, 481 10,686, 14.6 ~ 

___________________________ J_________________ 660,966 6.50,956 9,436 a. 000 22t, 7B8 418,781 
______________________________________________ 6,321 2,341 8,980 ],042 • ______ • ___ • S,641 1.738 

:::::::.::::::::::::::::::::::::::::::::::::::: 6, rui 8, ill .2. ~~~ :::::::::::: :::::::::::: ________ ~~_ 6,~: 

"I, 88,68,°1 ------~:'~60--- 21,' O~II :::::::I',-;';~: : .• : ... :.: ....... :.:.:.: ... -::::::::"::9:: 6,831688°, -;fwith8iidonement::::::::::::::::::::::::::::::: -.. 
e!E~~o~t~_~~_~;~~~r~~~~~~~~~::::::::::::::::::::::::::::::::: ~:~~ 1S::;t~ ll::~~ lu::gi~ ll,~g 4k~ 2,:: 

~~~~~~~~~~~~~b::;lee:n'f~~~~;;t-Ujde-iorWidOCi8re;idividencii- ~:r~ ~:t~ J4,:~; -···-ia;240- ---·--1;702- 2f.~~ 1~:~O: 
notes and debentures_________________________________ 4.0,312 ·22,842 11.670 19,848 1,436 13,010 6,018 

~~~~: -i;7;~~~- 1~~:~ . =:~bA 22.~ :~:g :t:g 
~=:~ 836.0.56 ~;g:m m:m 1:~:=g :~~:~ :::;g:t ---iJfS:,.:.D'et_::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 391,IU3 261,466 130,061 101,872 11,285 131,826 140,630 

et1rement ~Ddur~:1!;;;a-iiOCk-andcapitai"noi8S8iiifd8b6Dtum;::::::::::::::::::::: 33t ~~ 14k ~ 193, ~= 126, ~ _____ ~:.~~~_ 118, ~= Of; ~A: ------------------
Total llabllfUes (Including capital acoount)------------------------------------------I,,;;;,;;;d'=II,,;;2S;;" "';;;;,,;;"~2 14,496,. 269 11.373,401 2,426,885 14,261,916 12, 026, 020 

Par value ot capital stock: 

=~~::::::::::::::::::::::::::::~::::::::::::::::::::::::::::::::::::::: 1.~5 1,~!~ J:L~ ----~~~~- -----;~::- :f:~ :ii:m 
Total _______________________________________________________________________________ I-:~':: .. -=7:.:, ''::0<'-11---::1:':, 784,:"':-'-=91'-1--'68-,-'1-3 --"-0,-"-0 --I,-,,-2S-0 -8-1-3,-1"- --94-'-,0<-1 

Number orbanks. _______________________________________________________________________ . 6,442 6,462 980 88 18 828 6,058 
Bad jiguru.-Bee Annual RePOrt ror 1933 (tabJe.s '1,laDd 72). 



No. ea.-ALL LICENSED MEMBER BANKS-CLASSIFICATION OF L~A::~:NVEBTMENTSJ AND DEPOSITS ON DEC. 31, 1934, BY CLASSES OF ~ 

{Amounts In thousands of dollars] 

All 
member 
banks 

AU 
national 
member 
banks 

Central reserve city 
All State member banks 

~~~r �----;----� 
New York Ohlcago 

Country 
member 

banks 

--------------------1--- ------------------lAue-Total. _______________________________________________________ ••• ________________ _ 
U,028,lOl 7,475,377 4, 55t, 728 1,158,700 m,m 4, an, III 4,021,710 ---Aaoeptanoea of other banks payable in United States _________ • _______________________ _ 

=~!~'? ~Ua~y~b~:,!: =ret~~_~?:~::::::::::::::::::::::::::::::::::: 
2156,041 88,li17 167,524 200,819 ",'" 12,624 .,674 

31,404 16,188 lli,210 16,624 4.537 9,007 2,236 
232,441 163,916 <!S,626 0.040 28.957 107,664 91,874 

On seeurJUu. ________________________________________________ • ___________________ _ 
All other _________________________________________________________________________ _ 64,762 35,<01 19,361 28,128 9,707 14,820 2, 107 

100.736 70,993 29,742 3li,214 667 89,783 24,881 

Loau on aeourJU. exc1ualve otlO6Dl to banb-Total.. ___________________ .___________ .,139,633 2. 361, 331 ~ ~ 225, 002 1,317,867 1,000.322 
--- ------------------

~i~~.~_~_~~~_~~~~~~:::::::::::::::::::::::::::::::::::::::::::::: ar::m 1,~~i l,:fs::: It= l~~' l,:i5 ~5 
Real estate loans: 

~~i~~tt~~l~~~i~~~~~~~~~~~~~~~:::~::::::::::~::~~~:~~~~~~~~~~~~~ ~ID:i ::~m J~:lli I'~~ .!till J!m I,:till 
t==r~~rr.ro8:::~t!:~~~~:~-~~~:~:::::::::::::::::::::::::::: 2.t:::~ l'm:~ 7~= ~~ ~::= ~= 7~:g 

11. 8. Go""'mentdlreotoblilationa-Tota1 __ .... __ ~ _____ ~ ______ ~ _________ .___________ ',101,10 "HO,m 1."'.870 1,."1.101 'Id.1Ot 1,.888.818 1,108,111 

=~.:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: i:r~m ~~~~~ 1'~m 
Ob .... Uoru lUuuteed bJ 0. S. Go't'ernment as to lntereat and prlndpal-TotaL. 181, tG8 .... 118 III. f80 177 •• n '1'1,1$1 178. '181 IM.815 --- ------------------

E~Z:.~~=~:::::::::::::::::::::::::::::::::::::::::::::::::I=,;;i;;i;,;·r;;\'g~I~~l;;~;;.=;;; .. ;;,~~I;;~:;;r;;;I~;;,i==I87;;;~;,;,m;;I5;;,I===7.;~;,;.~;;;60;,j===:1~;,:~;,;5;;;;. 10.33) 
122.187 
222,377 



other 8eeurlUee-Total______________________________________________________________ __ 5.227,275 8.487.405 1.739,870 1,078,124 US, 820 1.027,781 t, 192. 570 
---------------------

Obl~~~ :~tlea, municipalities, etc ______________________________________________ _ 
PubUcuUlities ___________________________________________________________________ _ 

Rallroads------i;QaiicorP0i8iioiliiiiWiiOOd-6Y-U:iCooverDiiieni-8i-folntereii-
1,047,83li 

114,803 
79~'" 

1,327.187 
&08,5<l8 
374,200 

620,448 
206,236 
218,783 

4.4.5,862 
82,943 

151S,201 

111,148 71.9oa S9,185 26, 162 

:::::::::==:::::::::::::::::::::::::::::::::::::::::::: tf~:~ lig;m :t~ 4~~:: 
--.jons::::::::::::::::::::::::::::::::::::::::::::::::: {~:~~ t~:= ,t= l~ Real estate corporatlons __________________ .________________________________________ 74,739 36,657 88,182 12, 850 

Other domJ\8tic corporatloDS ____ •• ________________________________________________ 636,086 872,303 102, 7~ 72, 4.02 
Stock 01: 

129,393 
23,001 
14,913 

58 
31S 
.78 
103 7. 

8,762 
28,934 

642,626 
168,020 
194,414 

(3,780 
46.035 
as,059 
9,883 
6,011 

84,204 
170,466 

729,864 
(40,779 
428,466 

Federal Reserve banks ____ ._. __________ • ___ ~----------.--------------------________ 148, M3 8(1,862 36,691 47,280 IS,071T 4/S,668 (7,630 

=~'3ra~~~~poraiioDi:::::::::::::::::::::::::::::::::::::::::::::::::: O}~:~lnA =;g:~ rl:gg~ ~:g~ 4,= =:~rl rJ:81~ 
Other domestic corporatloDl______________________________________ ________________ ~.... 77.624 170,870 87,080 6,686 89,848 84,086 

Fore6~=~:iuneDts '127,769 '10,806 /S6,903 (9,710 6, /S70 30, m 42, 061 

b~=Df~~~~~~~~I~~~~~~~~~:::::::::::::::::::::::::::::::::::: ~ffl :~:g: ~:~~g 1~:~ 8,g~1 ~:AI :8:~~ 
• ====== Demand deDO.It.t-TotaJ __ ~~ ___ ~ ____________________________ :---------_____ :____________ 18,77',18& 10,383.181 8,380.'03 6.690.855 1. til, 030 1,8h,8118 ".895,920 

bn:~~~~PJ~~~~~~_~~~:::::::::::::::::::::::::::::::::::::::::::::::::: 14,~::;g: 8,~~~ 6'o:::rg 6,~~: 1,04~:;~ 4.~::~ 8J~::m 
y',~l'<fi'"!ii,jCiiiii deposlts________________________________________________ 1,799,435 1.893,747 (06,688 228,(183 181,656 68ti,OM 804.132 __________ • _____________ • _________________________ ._________ 28,m 18,007· 4,319 728 11 2Ot053 2,43( 
el"', .. ,,."',, _____________________________________________ --------------- ~,~ I""~: 288,41~ m,~ ~~~ 

Net demand deposits subject to reserve ________________________________ ~ ______________ ~ 1,817,083 6,932, 976 1,448. (U4 6,042, 64.7 4, 426, 979 

Time depollt.-TotaJ___________________________________________________________________ 9,807,928 8,890,81' 1,911,6" 618.608 au, 105 .. ,002.919 ~ 

~~~:¥f:t:das~:~~~~~::::::::::::::::::::::::::::::::::::::::::::::::::: =:U: ~f:= :t:: 4,= l~t m;~~ ~:Wo 
~8J1ks _______________________________________________________ 7,.94 6,666 ... 6,S2< ____________ ... 5 

e~:r:-~~.~~_~::::::::::::::::::::::::::::::::::::::::::::::::: 7'm: = 
P08~V=~~~:~:;~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~~= 

6,879,874 
664.,300 

10.597 
248,'" 
a.G,OM 

For figures for other call dates see tables 65 and 86 aDd the Member Bank Oall Report for individualoall dates. 

2,219.161 
227,878 

8,760 
271,633 
101,934 

291,889 
94,396 

503 
2<M, .... 
66,780 

Sfg;m 
2,301 
3~073 

.20 

8,038,167 
210,294. 

5,885 
239,463 
100,180 

8,1138,967 
660,317 
10.658 
4.4,494 

2OO,1lOII 



No •• t.-ALL MEMBER BANKS-PRINCIPAL ASSETS AND LIABILITIES ON CALL DATES, J920-34 
[In miWODl of dollars) 

Loans and Investments I Depoaits l 

R .. Du. Io.veatmeo.ta ...... Du. to ~,'~ with Cash !tom banks ~~r; Call date U.S. Fed~ III banks U.S. (""-
Gov- .ral vault 10 De- Gov- :.~. 

Other su Ject and Total Loow ern- Other R .. Uolte<! Total mood Tim. 
enl- d .. tore- redb-

Total ment seourl· ..... Statesl moot banks) posits serve counts 
direot .... book. in 
obliga- United 
tlOOl States' ---- ----------------------------

IQ20-MBJ' 4 (Tuea.) .• ___ ... 418 10,198 8,220 0,9.18 3,36. 1,8M 621 1,874 11,871 1"833 3,747 100 3,524. 071 16,'26 23,173 2,765 JUDe SO ~ed.) ____ ....... 19,633 lI,026 2.811 3,215 1,839 ... 1,82< 26,tOI 16,067 3,&11 200 3,461 702 16,'" 23,333 2,701 Nov. 16 Mon.) __ ~ "'769 lV,862 &,917 ..... 3,26' 1,827 Gil 1,774 "'100 14,779 6,144 220 3,,,", 761 16,924 23,068 3,080 Dec ... ( 00.) ____ "'631 1 ..... 6,87G 2.610 3,367 1,763 G73 1,671 11,220 I ..... lI,l88 81. 3,003 633 1&,345 31,533 8,03. 

19o1-A .... 28 !rure'l--- 11,300 18,487 urn II,'!IG 3,407 I,,,", ... 1,326 23,830 13,0'14 lI,348 278 ..... .,. 14,389 20,732 2,313 June SO Tbura. ___ M.121 18,119 lI,002 "5411 8,441 1,620 "'0 1,3M 23,360 18,292 6,367 390 ..... ... 14,321 20,688 .. an Dec.81 Sat.) ______ 23,483 17,5i lI,068 2,681 3,"" 1,768 .78 1.460 ..... 7 13,176 6,451 800 2,836 ... 1 ..... 9 20,000 I,'" 
ll1b-Mar. 10 r::1.)----- "'278 17,080 8,198 2,701 8,497 1,723 ... 1,614 23,1160 12,&ro "' ... 330 3,142 m 1«.498 21,160 ". ~~ = ~FrU:::::: 11,162 17. HIS 7,017 8,206 8,812 1,833 ... 1,647 ..... 7 14,262 7,175 1541 8,l~ ... 16,639 22.714 ... 

"'879 17,Q30 7,649 8,7 .. 3,SIIG 1,989 ... 1,806 07,283 14.816 7,,,,", ... 3,'" ... 16,203 23,848 707 
1m-Apr. 3. (Tu ... ) •• __ ~ "141 18.410 7,122 3,8.9 3,878 1,909 318 1,774 07,200 1",626 .. 1<3 "" 3.474 ... Ill, 086 ",229 81' June SO (Sat,\ _____ ... "" 18,7M 7,767 3,833 3,922 1,871 429 1,606 07,068 14,'" .. 378 287 "184 "'. 16,006 ",444 944 

&pC.14WI.----- "SI& 18,719 7,'" 8,885 3,916 1,869 023 1,040 ...... 1,,806 .. , .. 145 3,1M ... 16,910 11,386 983 D.o. 31 ( on.) ___ ~ "'<87 18,842 7,,,,", 8,600 4,012 1,000 661 I,Uf ... "" 16.. 1M 8,661 237 3,47. Il80 16,376 "'027 806 

1OH-l'Z:':! f$!~:'l:-:: ...... 19,Of5 7,618 3,1184 ..... 1,&93 .94 1,G« 28,270 1",710 .. 890 20. 3,447 923 16,112 ",002 .14 :t7,I87 19,~ 7,963 8,676 4,387 1,966 ... 1,040 20,806 16,309 ,,20< 179 3,820 I,OM 16,838 ... ... 443 Oct.lO( 1.>. ___ .. • 3n IV,7I3 .. 609 "806 ',733 2,121 ... "<20 30,795 IS. 730 .... 7 302 ... '" 713 17,8Ot 27,401 '25 DOD. 31 (Woo.) ____ "'748 1"Q33 ..... 3,87' ,,989 0,2'.18 .., 2,339 ...... 1 ..... 9,808 .<2 ..... 1,148 1 ..... 28,278 '(8 

I025-Apr. e (Mon.'. __ .. ...... ",176 8,8l1li 8,894 ",075 2,00. 823 2,001 31, :N9 1 .. 360 10.127 '" .... 1 81. 17,708 2'1.836 <S • June 30 (T'uM.\ __ .. 29,618 ",658 ..... 3,780 ...... 2.191 
..."" 

2.017 32,45-7 18,812 10,381 177 3,878 I. no 18,m ....... ... St'vt. 28 ~Ion. __ a 3Q,176 21,2&5 8,'" 3..781 ,,1'" 2,147 0'" 2,001 32,075- 16,617 10,«7 278 .. .,. ... 1 ..... 28,726 712 Dec. 31 ( hun.) __ _ 20,884 21,9IIG 8, ... 3,7>8 11,160 2, ... 87S 2,165 84,250 17,825 10,M3 ... 4.16U 1,289 I"", 29,913 733 

l--tJ:e~~t~~J:::: :::~i: 21,785 ...... 3,808 ..... 2,166 ... I .... 32,&93 16,823 11),965 '711 3.802 "'" 18,392 29,341 ... 22.060 9,1'" 3,'45 a,3i8 , 2,236 
f~li= 33, 71~2 17,$0 n,l73 "'" "1135 1,046 1 ..... "'871 G12 Dee.3t (Fri.) .. ___ . 31,Ot2 ...... 8,990 ...... 5.601 I 2.210 84,S28 ' li,6aU ll,440 m ',00l 1,213 1,,1122 80,362 760 

Cgt 
funds I 

--
3,833 
3,853 
,,086 .. ... 
"1541 
"133 
',003 

,,185 
«.214 ..... 
4,.,., 
4,367 
.. ... ,,878 ..... ..... ..... .. "'. 
"669 .. ... ., .... 
,,078 

"826 .. 832 
,,944 

Num-
berof 
b .... 

--
0,291 
9,399 .... 7 ... .. 
9, 60S 

7711 
9,746 
9, 

0,81 6 
892 
8S9 

9, 
9, 

9, .. ... .,. 
,,8<3 .. " 
9,681 
9, 
9, 
... 
"'" , .... 

9,631 
9,538 .. 
9, 
,.. ... 

9,(1 • 5 .,37 .. 200 



1931-=:: ~-=:l::: :t:: 
t:ta'f=~f_:: ::m 

.~June 30 (Tbun.)._ 28. 001 

~'a'fl::'j_::::: ~= 

23, .... 10,000 
24r, 303 10, 768 ............ 
26,166 I ..... 

:u.1M6 10,448 
26.858 10.062 
28,165 0,749 
26,1110 e."" 

22,840 
21.816 
23,87' 
18,281 

1,,687 
I~'" 
~ ... 

11,880 
12,106 
",190 
11,31' 

n,tl" 
",130 ...... 

:-6~30~:1:-:::::= ~= n:~ 
Dec. 30 (Sa'.)._.. 26,:W ... 833 __ 

.93<-Mar.I(Mon.) ........ 518 12, .... 'l3,8<2 

~u:e::~!ls:::: ~:ll: g;: ~t= 
Dec. 81 (Mon.).___ 28, 150 12. 028 16, 122 

{,'IO ..... .. ... 
!,al2 ..... 
"1611 .. m 
8,803 ...... 
,,001 .. ".. ..... 
6,002 ..... ..... 
6,8Ut 

"828 ,,38<1 
.. ..., 
,,887 
8,"'1 
7 .... ..... 
0,138 
0,186 ..... 

e,87t ..... 
e.218 
0..217 

~ ... ..... 
~'27 
"801 ..... ..... ..... "8M 
"1!8G ,,'111 ...... 
~ ... 

.... I ...... 

.. 330 
2,614 .... , ..... ,,348 
.. tOO ..... ..... ".22 
"87' 
,,353 ...... 
:tofUi 

""0 ..... 
,,396 ..... 
.. 07. 

838 
838 
68' ,na 
621 ... 
51. ... 

1.898 33,'60 
1,988 36,303 
20m 35,478 
2,.10 33,66' 

l,on 36,887 

~:: ::m 
2,1" 89.00' 

617 1,7t1 33,77' 
30,866 ...... 
87.USI :: ~= 

668 "168 

m 1.902 ... .. "" t10 2,463 
5113 ,,<50 

30,"" 
33,060 
36,'" 
87. WI! 

4&1 2,791 86,902 
610 2, 617 80,123 
... ..... 83,300 
• ....... 80,711 

18,831 

~~:m 
18,170 

l~:~ 
17,601 
18,00< 

l~:~~ 
17,937 
18,052 

17,0'10 
18,002 
1"836 
l?aos 

1"339 
18,622 
16,626 
1 .. 065 

,,786 
~'611 
~7211 

1,998 478 27.830 18,'" 

~O .. ...... 
6,1" 

..... 4111 
2,611 j23 

2,238 f06 
2,661 .f47 
2.078 4:71 

5,1'5 "1<8 
6,3111 1.810 
0.081 3,876 
"210 ...... 

688 ... os 
473 2,6611 
61!0 ..... 
8011 1,086 

28.417 13,081 
28,000 13.'" 

"'603 ... ... 
27.187 

".280 81.012 
32,'" 
83,348 

12,9" ... ... 
1S,4,r 

13,592 
1 .. 983 
1«1,149 
18,77< 

11.818 
12,210 
12,4&9 
1"'66 

1"923 
13,439 
13.410 
18.661 

13,'" 
18,326 
13.318 
1,,238 

U.III0 
13.812 
1~"5 
18.·M6 

18,M3 
13",616 
12,778 
11.810 

10,086 
10,"" 
1"6110 

8,081 
O,l1t 
~126 

• ., 1,188 1.3111 18,'" 36,seo 
218 a. 608 1,722 19,2110 81,460 
436 a. M7 1,610 19.170 31.629 
267 ...... .. .. , 23,1011 32,870 

... 8,0811 
&11 3,lt7 

:: tru 
86 8,490 I, M7 10,236 82. 168 681 

2&7 80_ 1,484 19,un 82,629 I,D = t=: ~;: H::: ::::: ~:~= 

.. 40< 
11,6211 
'.8<2 
8,899 

m .. Il10 ..... 18,838 82,162 1.168 "l7f .... 5 m ·tr= ~':r It:~ ~= ~:8l"7960 
148 8.1117 i 226 19,797 88,030 

0,076 
e,m ... 

281 
26' 
267 

602 "288 
8U54.006 
128 .. ... 
'Ill .... . 
837 ~870 
738 .. "'" 
". 1, .... .... ,,0<, 

":; tru 

1,181 
1.688 
I,M6 
I,IlIO 

1 .... 1 
13,"'7 
17.f046 
10,00' 

789 I ..... 
7'11 1"6011 
... 15,1113 

32,007 
32,982 
32,"" 
32,610 

32,1« 
81.872 
36,'" 
27.883 

26,118 
26,228 

26,'" 
602 I" 168 23, 187 
... I ..... 23,603 
rm 1,,821 23,9<0 

847 e,700 

m t~~ 
688 ,,5113 

281 0,&98 
217 O,t30 
.66 0, 869 
839 5,'" 

816 8,661 
097 6,611 
5<7 5, .... 

191 ,,837 
188 .. oaI 
I .. "962 

•• '10 1,7110 8,600 
•• 811 ........... 
0,821 1.143 4,fo.t7 
9,IKJB 1.036 '4,MO 

'721 I ........... 

;: l:;m ::~ 
... 1 .... 1 28,'62 

VI 6,000 
86 6,10& 
24 6,1:10 
18 ...... 

V,l" 

~::; 
'.034 
8,983 ..... ..... 
8,887 

8,'38 
8,'07 
8,610 
8,622 

".00 
"815 
8," 
.. 06l1 

7.808 
7,782 
7 .... 
7,'" 

t:: 
0.810 

5, .... 
6,818 
0.011 

.. .... 
0.376 ..... 
0,«2 

I For fartber cIuaIflcatiOD of 108!Ul and IDvestmenla and of deposita, lee tables &Ii and 68. 
riu:.d~~f111 ltem1 with Federal Reserve bankltn proce. of collection, ucbaDgee for clearlng house and otber oheckl OD local bBDkl! and baJanOM Dot mbJeot to immediate 

• Prior to M8I'. 23, nl:17, lDc1od. "Doe to banb lb foreign oountrles." 

et~,.~~~~~='::t~e8:il!t~o~~f:e::n~~f:P~u~d=:r;ft:Vi~~1~cot!t~i~~ ==o:e:tr:~:::!~c::::.=~:~a: 
ICCI'U8d and unpaid prior to SePt. 28. 1926 . 

• Beginning lune 1933. ftgon. relate to llclmsed baDb only_ 
Back !IDUr".-8ee Amlual Report for I ... (table 78). 



No. M.-ALL ME.,DEa BANXe-CLASSIFICATION OF DEMAND AND Tu.n! DEPOSITS ON SlOLECTED CALL DATES, 1928-34 
[In mlDi ... of dollOll) 

can data 

Total-AD 
member bankJ: 

1m-Doe. .,... II.IIOt 
ID..,.DIO. Slu.. 1St 862 
l~Deo. al... 17.602 
IUSl-Dee. 81 ••• It,Q65 
laat-JUD830 .... la.2Ot. 8ep'._ 18,081 

Dee.B) ••• IB._ 
1988-JUDe SO I.. IS, 1128 

0 •.••• _ It.9lK 
Dec, SOn.. 18, ,"2 

IDM-Mar.a. __ 18.&13 
JUDe 80 .... 1 •• B 
Oct. 11.u. 10. Ita 
Doe. ..... " n. 

N .. YorkClt)':t 
I.-Dee. 81 .... 1.821 , __ nee. ..... II, 176 
' ..... nee. ..... 11,6112 
lQ3.1-Deo. 81.... .. 98t .......,UDeao.... 4.CO& 

SePt. ao... t. fl7 -...... ..033 ,-."........ .. no 
Oot. ....... t.a86 
Doe. ....... ... 

11M-MR. '-.... 4.113 

June 3O.h a.~='" 0...17_.. II, 
_~.tl ••• .. 

D ..... dd.lIOIits 

BanIca 
Inell· 81 ..... 1--,--., 
Vl3e,.uaJ Oartil- ooun-
posits ~ ~ In AD Total =- d.. mWlio-u~~ loJ'e.lgJl other 
~ PGIlt It:"' 8tl&. =-
, .. t1117 
11,016 
111,660 
lJ.ll1 
11.61 
11,087 
11,158 

l!:!r 11,077 

l~~ 18.981 
,..tOl 

6,1141 
11,17< 
I,IN ,,600 
"II' ,,101 ,,83& 
tot'. 
',US .. .,. ..... 
~; ..... 

2S5 ... 
t:. 
188 
116 , .. 
120 ,., 
133 

!~ ISO ... 
2:1 
OM 
2:1 
Sl ., 
III .. 
18 
a .. 
a 
S2 
to 
a 

TimedepoBlta 



Cbl~D'" 8'--_ 1.127 I.... 8 03~! ~l 9 M8 81 21[ 276" I" 2 6 ------- 328 9 89 
~==~:::~::: f::1 l'~ 3 ~~38'1 ',' ',I : ::g ;: t: :J ~~ ;: tit = ~6 __ --_--_--_--_--_--_M ~~ ;: I! 
]gal-Dec. 3L.. 897 • 862 I 1 389 11 10 1 ISIS 41 123 17 16 274 32 18 

lm-1Se~r.~_:: ~. ~ f ~:rl : t~ ~ l~ :8 t~ g :i::::::: = : t~ 
Dec. 3L__ 87li 810 1 62 • ___ • __ • ___ !_ 2 319 ~ 12 ____ .0_ 148 42 106 11 18 ____ ._. 279 4 12 

lUS3-1une30 •• _ lI57 8.50 :& tn.______ _______ 18 365 1 1_______ 266 34 32 7 6 46.______ 269 :I 16 
Oct. 26 •• _~:= 907 8 88 • __________ ._. 7 863 1. ___ .__ _______ 27' 41 31 2 II W ____ .__ 266 2 18 

19U-~e:r. 3£.::: D98 m' : t=: ::::::: ::::::: ]~ :SaX ______ ~ ----poi ::::::: =~ H ~ g : ~ ::::::: ~g ~ t: 
~~~_::: t:g~ 1.= 18 f~ ::::::: ::::::: I: :~ ----poi ______ ~ :-:::::: ~~ ~l ~g = t :1 ::::::: ~ : ~ 

Ileaerve cl~~a~ki; 1,265 1,04.9 8 182 • ______ -. ____ • 16 m _______ ----. ______ aM. 830 17 82 2 1 f6 ". __ .__ Uti :I 23 

1928-Dee.SL._ !'~ 15,480 47 f30 f.l rl 78 4,832 280 37 8,707 466 802 60 163 13 1.681 M 277 1m-Dec. 31... VI "'V 6,4ZJ fl 423 1 83 4,888 371 SO 14 8,724 411 299 41 16 16 1.604 liO 200 
1930-Dec. 31.._ 6,591 6, OM 48 422 I 7I 1i,202 295 42 32 8,007 Me 321 69 162 9: 1,773 60 :u3 

~:i=Pue:e~::: ~~~ ::f~ :A =~ 1 I n t:1 ~ :L __ ._.~ :::1 t~:: g t~ Ig ~:~~ ~ t~ 
~!~'3~-:: t~~ ::= = ~:. __ ~ ______ ~___ ~ 4,217 ~ ~ ::::::: ~U~ m ~ :::c:t: I::&: ~ Ira 

I033-June30' __ ::~~ 3,607 28 349 4 _______ 73 8,697 n 69 _______ 2,450 285 207 19 388 812 7 1.311 16 101 

g~~-_-:: 4,367 =:~ :g :~ ~~::::::: ;~ t~ ~ ~------i t~~ ffl ~ ~ g~~ g~: ~ ~:~ t: Ib: 
1934-Mar.6 ____ 4.U9 3,846 34 480 11_______ 78 3,762 m5 80 _______ 2,648 210 268 14 345 006 1 1,641 16 83 

~:~~::: t~ t= ~ :: tt:::::: : ~:= ~ ~~~ L t:t~ ~ ~~ ~ ~~ fJ 1~ t:~~ 1; t= 
Country ~~~1._. 6,624 ... 774 39 686 20 __ 0____ 11M 4,003 206 117 1 8,038 210 230 6 186 620 7 1,964 17 162 

1928-Dec.31.__ 8,121 6,2111 167 684 {ll ~l 1'10 8,1M 116 10 6,240 . 1,-'78 98 M ao f.f 427 2 127 
1929-Dec. SI ___ t~ 4,900 183 742 ~ I 52 8,600 133 6 _______ 6,095 1.100 95 61 39 44 405 3 126 

t=t:B: ~t::: 3,'.,..296 ~: l~~ ~!, :, :g ;:638 .. ",1 tf: 1~ ::::::: t~A I,~~ ~ 1~ rx ag ~ ~ 1M 
1932-June30___ 2,926 7lI 734 47 ... M 7 _______ 4,001 826 103 211 00 30 267 1 62 

~::·33f-:: ::~~:J ;1 :t: 1 :~ ::M~ t~ L:::::: :::~ ~ 1~ Wo ~ = ~ ~ ~ 
938-JUDe 30 ,__ ::~::: 2,488 61 56li 2 _______ 37 4, :Ul 86 7 _______ 8,132 605 36 li9 284 116 71 225 1 46 

g~~-::: 3,fl7 tm ~ m ~::::::: = tr~ : t~::::::: ~:~~ = ~ i: m nt :~ ;:: t ~ 
934-Mar. 5... __ ~ 3,712 2,924: 51 102 3 __ 0____ 32 4,662 87 11 _______ 8.518 654 41 fit 301 181 32 281 1 42 

~~~~1~:.:: ~:= ::= ~ ~~ = ::::::: :: ::~t~ :; 1; ::::::: ::~ :~ ~ :1 ~~g t~ ~ ~~ t ~ 
Dec. 31.__ t.3M 3.505 40 804 2 _____ 0_ 35 1.864 84 16. ______ 3.939 li60 44 11 210 178 41 340 2 6IS 

• une 1933 the figUres re1ate • 
I in due to banial in United Btntes~nd:r4 due;~~ inti (Ojre.lgD countries, respectively. 
• In u os which has the time originally comtemplated., either by agreement wltb depoaltol"l or otberw1le: June SO, 1998,133,000.000; 

Oct" ~~~~ reserve city -bank8 only. $27,000,000; Br. ,000; June 30, 1936, $14,000,000. 

Back JiQurt,.-See Annual Report (or 1938 (tables T1 and 78)' 



No. ".-CLAlISJPIC .. TlON OP MIDKBBB BANS: LOANS AND INVBSTIIBNT8 ON SBLBCTBD CALL n .. TBS. 1928-34 
(Ia _oIdoIIan\ 

LoaDs to bllDlra LoaDs to cuatomen (ueIUlivl of baub) Open..marbt loans ~ .... 
="':1 -.". -- Obii-

Total - ""11 .. 1010 
Be- .g;. Be- ---- porI- Other~ V.B. -. 

LoaDs Gov· flI11:y c.n dolo and """'" ~ .:r.. -... 
'~I 

lO_ 
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. 

I 
Cbl~o:t I 

., 
1928-Deo. 31. 1,910 <0 r.! !:l 1,388 309 &98 3 89 

m 
.... 440 91 1 1 " 76 891 174 ____ e •• m 'Ilm 

1~Doo.8L 1,757 88 1,330 ... ... 2 19 '-836 SO 9 • • 11 800 116 _ •• ____ 193 

1930-D~. 81. 1,831 .. .. 1. 1,194 201 472 2 18 001 96 18 U 18 .8 818 
240 _______ 'm 701 

lOO1-Dec. 81. 1.617 87 7' 13 926 124 <07 1 .. 11 361 24 2 I. 9 • ... ... ..... ,. 191 608 

1932-1un8 30. 1,277 n 68 10 717 93, 361 1 28 " 28' 22 • • 11 1 .00 
234 _______ 106 , .. 

SePt. 30. 1,192 63 .. 9 .5O 8' 29' 1 .. 29 227 8. 16 6 12 1 • •• 266 __ • ____ 189 ... 
Dec. 81. 1,048 .. .. 8 6BO 67 231 1 18 23 21. 87 22 • 9 1 . .. 228 ••••••• 186 833 

Iwa-Iuoe 30' 1,287 SO 24 0 08. 48 281 8 28 24 237 08 27 7 12 18 61. 884 ____ 0_. 226 836 

Oct.2tL. 1,196 .. .1 • 608 .. 24' 2 SO 27 2M 67 .. 7 10 16 ... 284 _______ 211 333 

Dec. 30. 1,289 22 17 • 624 33 208 1 28 82 ... /18 16 8 10 18 ... 380 "" 27. 

19M-Mar. 50. 1,4<0 I. 16 1 ... 8. 203 1 27 27 221 67 18 .1 11 16 86. 504 ... 269 

lune 30. 1,'" 13 12 1 .01 41 188 1 20 .1 219 52 18 1 18 19 33D ... 804 260 

Oct. 17. 1,642 11 10 1 474 23 178 1 19 18 230 TO 20 7 28 24 982 687 77 018 23' 

Dec. 31- l,liSl 11 10 1 ... .. 110 1 17 16 202 87 29 8 21 .. 1,049 143 78 220 238 

Other reserve 
cities: 

1928-Dec. 81- 12, 168 118 r.l ri '1,870 800 ,,818 118 1,887 

III 
8,84. .81 1. 88 186 '08 t;:: 1,68' ------- 1.791 18,870 

1929-D&(',31. 12,029 ... 8,418 ... 2, n6 II. 1,428 3,679 '08 .. 24 1 .. 239 1.368 - .... ---- U7. 18,669 

1930-Doo. 81- 11,897 231 126 7,712 312 2,671 120 1,491 8,119 436 104 16 194 123 8,617 1,486 ,,031 8,230 

I031-Dec. 31- 10,&98 ... 184 106 6,481 152 2,128 120 I,SIlS 23 2,068 111, 88 12 /18 " 8.746 1,844 ------- 1,900 ,,448 

1932-lune 80~ 9,768 171 108 .. "143 106 1,844 124 1,257 83 2,380 96 83 ~ 60 • 8,763 1,953 ~M ___ ~_ 1,300 "06' 
Sept.30~ 9,188 152 98 09 .... , .. 1,835 125 1,256 .. 2,19t 111 ., .. It 8,081 ..... 1,772 2,OM 

Dec. 81. 9,489 136 83 .. 6,'27 DB 1,77t 121 1,258 6. .. .., n .. 8 8. 11 8,948 ..... I.71t l,96/J 

1933--1une 80' 8" .. 99 03 .. t,251 83 1,34.0 123 1,008 ,. 1,678 125 30 • 38 .. 4:,011 ,,483 ------- 1,628 1,511 

Oct.25.~ .. 768 •• 56 38 ',304 .. 1,297 121 99' '9 1,71D 201 43 1 12 84 4,151 .... 8 l,M6 1,603 

Dec.30. 8,898 80 60 81 ',213 73 1.816 120 1.001 48 1,1It 200 86 9 81 94 ::m 8,823 1, .. I::: 
1984-Mar.5.~ 9,376 83 84 20 4,184 66 1,262 116 1,014 48 1,6BO 249 •• 8 12 123 8,390 1,621 

.Tone 30. 9,609 <0 11 23 ..... D1 1,200 110 1,008 ., 1,634 289 21 6 97 IS' 6,214 8,lU6 1.698 l,t48 

Oct.17.~ 1~~ 44 16 29 4,'" 80 1,142 104 996 '7 1.720 ... 19 8 I .. 99 &,441 8,553 180 1,108 1,836 

Dec.8t. .. 1. <0 .. ... 00 1,124 102 988 .. 1,671 ... 18 D 108 106 e. 716 8,806 m 1,628 1,333 

Cou.n..':l-~~I. 
I~~ 87 

~6 ~ 
8,253 107 1,799 ... 1,153 

m 
4,904 826 80 8 211 816 4,7/51 1,882 ------- 8,810 12,300 

lU29-Dec. 3t. .. 8,48. 83 ~:a 210 1,186 4,706 <OS 88 6 183 208 4,439 1,287 ------- 3.172 '2,54:6 

1930-Dec.31. J2,519 62 7,762 09 2M 1,191 4,153 In 6 8 120 .9 4,819 I:lf: 3,359 ~213 

1931-Dec. 81~ 10,999 lID 24 .. 6,4" 28 1,728 237 1, 100 4 ,,362 n • I 48 16 4,'" 2,974 1,196 

1932-1une 8O~ 10.240 09 15 44 6,891 20 1,5211 ... 1,000 8 8.0115 84 18 I 86 18 ',226 t:gr .. 73. 1,674 

Sept.30. D,9M .. 12 37 ..... 11 1,484 241 1,084 • ..... .. 8 2 88 9 4,188 "116 1,663 

Dec. 31- 9,607 60 10 ,. 6,<06 " 1,417 ... I,m 2 2,687 89 1 • 28 8 4,'" 1,4:71 ..... I:~: 
198$-June 30' 1,873 38 1 81 4,194 16 1,117 182 8 ..... .. 4 1 21 I. 8,698 1,48' .. 120 

Oct.2IL 8,031 "" 7 28 4.176 'I< 1,1M 18' 381 • 1,084 73 2 • .. 23 8,148 1,692 ····-2.-1.~168 1,148 

Dec.80. 8,068 88 7 31 ',123 16 1,092 196 868 8 1,952 62 8 8 84 .. 8,846 1::: 1,136 

19M-Mar.6 .. 8,381 .. 8 28 4.103 1. tm 181 887 6 1,987 96 I. I 84 SO 4,148 ..... 1,129 

.lone 30. ... 68 83 , .. 4.018 .. 110 886 8 L ,903 124 6 I 12 " ..... 1,982 "jl l,lIn 
Oct. 17._ 8,84" 28 8 28 8,928 16 1,012 161 866 6 1,888 160 • 8 9. 48 ..... I,m 218 "887 1,078 

Dec. 31. 8,780 21 • .. ~,"9 I< 996 153 867 2 1.810 1<9 6 • .. 60 4, 768 8,108 866 2,293 1,062 

1 loana to dealers in securIties. ' Included in following column. prior to lune 1931. 
1 of 8C08ptaDoes aoqulr9d and held by the aooeptlng member baUD, shown. :~:r~fn~o:rth~::n~~t=:Jte%~~~~=. IIIB 
INot 'Oentral reser ve olty banlal only. 

Btuk /i,UfU.-8ee Annual Report lor lO33 (table 79). 
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No. 67.-ALL MEMBER BANltS--DEPOSITS SUBJECT TO RESERVE, RESERVES 
REQUIRED, RESERVES HELD, AND BORROWINGS AT FEDERAL RESERVE BANKS. 
BY MONTHS, 1934 

[Averages ot daDy figure.'!. In mDllons of dollars} 

Deposits subject to reserve Reserves beld Borrow-

Clasi of bank Olld month 
Reserves ingaat 

Nettf&. requlred P'edclral 
mandl Timet Total Total Ex""" Reserve 

---------------~ 
All member banks: January. __________________ 

15,021 0.227 ...... 1.876 ~740 8M ".6 

~~:::::::::::::::::: Hi,3fI 0.333 24,674 1.008 2,700 891 .... 
16,851 ~437 26,288 L070 3,34JS 1.316 41.2 

tl'.'#:::::::::::::::::::::: 16,451 9,652 26.000 ~.41 3.58l! 1.6041 30.6 
16,720 0.643 26.363 2,071 . 3,696 1 ..... ... 0 June-. _____________________ 
16,988 9,711 26,698 2,105 3.7110 1.686 221 101'1 ____________ .. __________ 
17,276 ~:~ 27,073 2,139 '.'" 1.789 Ill. I August ____________________ 
17,490 Zl.310 2,161 .,045 1.68< 11l.3 September .. ________________ 17,806 0.300 27.615 ~1" 3,947 1,7M Ill .• October ___________________ 
18,208 ~826 28,034 2,'" 3 .... 1,731 W.7 

November~~~ ______________ 18,524 9,840 28 .... 2,'" 4,100 1.836 10.2 December _________________ 
18,769 9,769 28 .... 2,200 4,037 1.748 0.7 

New York City:' January ___________________ 
6.500 7<0 6,348 760 897 ,.7 .1 

~~::::::::::::::::: 6 ..... 7" t:~ 7 .. 872 118 _I 
5,943 728 704 1.227 432 .1 

~::::::::::::::::::::: 6 .... 736 6.002 83. 1.200 ... 
-~--~--~oi 

6 .... 710 7,001 838 1.323 ... June ______________________ .. "'" 736 7,lt'18 868 1,391 "12 .01 July _______________________ 
"600 736 7.236 "7 1,303 .26 .02 

AugUllt ____________________ 6 .... 71" 7.252 871 1.509 ... .. September ________________ 6,691 700 7.300 878 I.'" [,62 1.' October ___________________ 
6.704 705 7.400 893 1,401 ... .7 November ________________ 6.780 68' 7.'" \lO2 LIiOO 004 .M December _________________ 
6 .... 647 7.612 012 1,468 OM ----------

Chicago:' January ___________________ 
1,121 350 1,471 156 328 171 ----------

~!>r%~:::::::::::::::::: 1,170 .. " 1,519 163 &'> 173 
1,172 3Jl8 1.530 163 342 170 -------T 

~::::::::::::::::::::::: LI93 .. " LIi39 165 37. ")J1/ .2 
1,281 356 1.637 177 30. 217 ----------June ______________________ 
1,319 .. " 1.668 182 410 237 ----------July _______________________ 
1,370 357 1.727 189 ... 308 ----------August ____________________ 
1.407 357 1,764 104 501 308 --------~-September ________________ 1,441 363 1.804 198 502 304 ----------October ___________________ 1,467 361 1,828 ,.,. 457 2M ----------November _________________ 1 .... 370 1,&')6 ... .... :180 ----------December _________________ 
1,495 ... 1.861 ... ... 230 ------~---

Reserve city banks: January ___________________ '.m 3.693 8,4/16 ... ... ... 10.6 

::~~:::::::::::::::::: 4,878 3.727 8,00' 600 936 336 ... 
'.000 3,774 8, 77' 61' 1 .... 467 3.4 

tl';ff_-::::::::::::::::::::: 1i,lIn 3.830 0.'" ... 1,164 530 1.1 

5,'" 3,800 0.160 643 1 .... "" _0 
Juoe ______________________ 5, ... ,,936 0.262 651 I.Zl3 ... .7 July _______________________ 

5,437 3,002 0.300 ... 1.229 ... .. August ____________________ ..... 3 .... 9,516 673 1,217 ... .1 
September _________________ 

"662 3.009 '.'" 685 1,190 ... .. October ___________________ 
5,'" 3,957 9,759 600 1,210 611 .. 

November _________________ li.932 3,9li7 0.889 71' 1,202 ... I.' December. ________________ 6,032 am ~008 721 L282 601 LO 

Country bankS: January _______ ~ ___________ 
3.528 ..... 7 .... 360 ... ... 74.1 

Febrt18l'J' __ ~ _____________ 
3,668 '-512 8,180 ... ... 263 49.S Marcb. ___________________ 3, ... ... 78 8,314 300 6\J6 'ZITI 37 .• 

tl'.'#:::::::::::::::::::::: 3,8I7 ..... 8,449 406 766 .... 20.3 ..... 4,679 8,575 f13 m 300 ".0 June ______________________ 
3.009 4,601 8,001 4" 767 353 21.4 Jul1 _______________________ 
'.009 4,741 8,7W 431 810 ... 17.6 Aogust ____________________ 
4,016 4,761 8,777 ... 817 ... 1&8 

September ________________ 
'-111 4,767 8,878 431 814 383 1~3 

October ___________ -___ ---- 4,235 ..... •• 038 441 637 ... •. 8 
Novem.ber ________________ 4.326 4,'" 0,1" ... ... 461 ..0 
December _________________ "376 4.821 9. un 461 ... ... 8,7 

~~b=~=I~=~u':mc::e~~::o~r::ecl=-=:~~"!=.cllJ 
• Subject to reserve requirements of 3 pWoent. 

Central reserve citY banD only. 
Leoo than ..... 000. 
__ ,.. __ ADlIuaI Report for 11m (lable'll). 



ALL MEMBER BANKS . 15ar· 

No. 88.-ALL MEMBER BANxs--NET DEIIAND AND TIllE DEPOSITS, BY MONTHS, 
1934 

LA_ 01 daily ....... In millions of dollars) 

N.t Net N.t Net 
de- Net de- N,t de- N.t d .. Net 

Month mand de- Time mand d .. Time mand d .. Time mend d .. Time 
(11134) pIns mand de- pIns mand d .. plus mand d .. plus mend de-

tUne de- poolts time de- poolts time de- poolts time de- posita 
de- poolta de- poolts de- poolts de- poolts 

poetts poolts poolta posita 

Booton district Ne,w York district Philadelphia district Cleveland district 

lanuary ____ 1;761 1 .... 7f1I 8.5<4 ..... 2.111 1,832 887 ... 1.958 ... 1,019 
February __ 1,768 ~ ... 71. 8,607 ..499 2, lOS 1.869 912 .58 2,019 .76 1.042 March _____ 1.796 1.067 730 8.912 6,814 2,098 1,911 943 ues 2,061 ~ooo 1,061 
ApriL ••••• ~"'" 1,112 738 9,270 7,146 2,124 1.946 9 .. 988 2,118 1.041 1,077 

May _______ 1.877 ~139 738 9.301 7,185 2,116 1 .... 970 997 2,170 1,075 1.098 June _______ 1,879 1,144 736 ..... 7,329 2,139 l,{I78 9D2 ... 2,1" 1.095 1,101 July ________ 1,919 1.182 738 9,552 7,399 2, 153 2,003 1.002 1,001 2,238 1,120 1,118 
August .•••• ~920 ,~180 739 9.000 7 .... 2,1" 2,000 991 1.'" 2,261 1,139 1,123 

September. ~'" .1.195 736 9.600 7,518 2,142 2,011 1.004 1.008 2,263 1,142 1,121 
October ____ I .... 1,231 '/34 9.799 7 .... 2,1" 2,038 ~024 1,014 2,275 1,156 1,120 
November. 1,981 1.237 m 9.988 7,739 2,119 2,000 1.003 1,016 2,.OS 1,100 1,118 
Deoember_ 1.923 1.212 7lI 9,912 7.840 2,072 2,953 1 .... ... 2,348 1.244 1,103 

Richmond district Atlanta district Chicago district St. LouIs dlstriot 

J aDWlI'Y ___ ~ ... "" 441 716 896 820 2.713 1.846 927' SOl 48D 312 
February_~_ 968 ... ... 740 ." 3 .. ~87' I .... .. 9 827 504 ... March _____ 972 519 ... 704 429 ... 2,960 1,991 969 SS9 516 .23 ApriL ______ 988 532 458 771 ... .27 3,062 ~082 '80 874 539 335 
May ______ 1.028 "" 463 768 440 • 28 3.201 2,199 1.002 868 686 ... 
JUDe _______ 1,025 .,.,7 468 760 436 324 ..... 2,'" 1.008 862 681 332 
July ________ 1,039 671 468 766 ... . ,. 3,332 2,306 1,026 871 538 ... 
August.. •••• 1.058 5S9 ... 768 440 328 3,401 2,868 1.003 877 M4 333 

September_ 1.072 806 ... 77_ «0 3,. 3,4.79 2,436 1,043 888 ",. . .. 
October ____ 1.092 628 4615 800 470 SSO 3,6Z1 2,477 I .... 912 677 ... 
November_ ~118 "'" 407 827 402 335 3,580 2,509 1,071 046 OOS "9 December __ 1,116 ... 407 847 613 334 3,632 2,550 1,082 953 .19 334 

MinneapoliS district Kanees CIty dtstrict Dallas district San Franeisco district 

JRDlW'J' ____ ... 319 33. 041 638 .08 
_ .. 

506 19. ~ ... 1.007' 1,615 
February __ 661 318 ... .. , 663 soe m 53. 196 2,661 1.026 1,636 March _____ 671 3" 842 .. 9 .'9 310 726 685 19. 2,694 1.028 1.658 April-_____ 678 ... 338 998 684 814 71_ 523 193 2,738 1.054 1.684 

May _______ 67lI 341 338 ~020 708 317 709 51_ 19. 2, 774 I,OSI 1,723 June _______ 699 ... ... 1,018 704 316 71. 519 193 2,846 1,072 1,776 lu1y ________ 70s 370 33' 1.035 724 8ll 719 521 193 2,892 1,105 1,781 
August _____ 727 891 ... 1.060 740 820 72< 527 197 2,924 1,136 I.m 

September. 743 .. 0 33. I .... 768 3U 75' "'7 104 2,976 1,184 1,791 October ____ 704 ... 338 1,089 77. 31 • 778 584 105 3.004 1,216 1.788 
November_ 771 432 "9 1,113 7 .. '10 193 590 107 3, .. 0 1.244 1,796 December __ 776 436 ... 1,113 808 8U 793 593 ,., 3.073 1,261 1.821 

BrId: JiUW'u.-Bee Annual ~port tor 1933 (table 74). 





ALL MEMBER BANKS . lsil 
No. 70.-LrCl!lNSlm MEMBER BANKS IN NEW YORK CITY, CHICAGO, AND OTHE~ 

RESERVE CITIES--DEPOSITS SUBJF.CT TO RESERVE, RlIaE~VES RJlQUr~D, 
RESE~VES HELD, AND BORROWINGS AT FEDERAL RESERVE BANKS, BY WEEKS. 
1934 

[Averages or daily figures. In millions of doTIars) 

I 
Depo.its .ubject to Reserve Reserves bela Borrow-

Reserves Ings at 
Week ending (Friday) required Federal 

Net Time- Tot.1 Excess Reserve 
demand I 'fotal banks 

------------------
New York City:' . 1934-Jan .• _______________ 

.,574 747 6,321 747 891 144 ------O:i-Jan. 12 _______________ 5,523 746 6,269 740 878 138 Jan. 10 _______________ 5,59:l 744 6,337 749 9o,s 156 .1 Jan. 26 _______________ 

.1,652 754 6,406 757 M2 184 .04 
Feb. 2 _________ • _____ 

~,647 7M 6,101 757 R.IO 93 .1 Fob. 9 _______________ 5,572 7~6 0,323 747 806 59 .2 Feb. 16 ______________ 
5,612 754 6,366 752 844 92 .1 .Fob.23 ______________ 
5,044 736 6,379 756 863 107 .1 

Mar. 2 _______________ 5,719 731 6,4.0;0 765 1,066 301 .2 Mar. 9 _______________ D,788 725 6,5H 77. l,lQ2 417 .1 Mar. 16 __ . __________ 5,971 719 0,690 798 1,210 412 .2 Mar. 23 ______________ 
5,989 727 

6'
716

1 
800 1,241 440 .2 Mar. 30 ______ ._. _____ 6,045 736 6,782 868 1,268 460 - ... --- .. -... 

Apr. G _______ • _______ 6.106 742 6,900 824 1. 305 481 ---------" Apr. 13 ______________ 
6.219 739 6,958 831 1.21Y 389 ----------Apr. 20 ____ . _________ 6.282 731i 7,017 839 1,261 422 -------- .. " Apr. 27 ______________ 
6,300 731 7,031 841 1,363 622 - .. _-------

lIfay 4 _______________ 
6, 320 729 7,050 B44 1,284 441 .02 May lL _____________ 6,227 71S 6,942 831 1,201 430 .03 May 18 ____ • _________ 
6,255 717 6,972 835 1,317 482 - .. --------May 25.. ___________ 
6.287 720 7,007 839 l,a72 533 -._-------

June L ______________ 
6,364 719 7,083 849 1,399 550 -------- .... June 8 _______________ fj,399 722 7,122 854 1,372 519 -------:03 June 15 __ • ___________ 6, 510 726 7,237 868 1,396 528 June 22 __ . ___________ 6.404 743 7,147 855 1,360 505 - .... - ...... - .... Juno 29 ______________ 6,416 750 7,166 667 1,428 572 ----------

Jnly 6 _______________ 
6,461 741 7.202 862 1,3a9 476 -------- .. -July 13 ______________ 
6.443 U9 7,192 860 1,342 482 -_ .. _------July 20 ______________ 
6,529 732 7,260 871 1,394 523 -------:03 July 27 ______________ 6,530 729 7,259 871 1,435 &34 

Aug. 3 _______________ . 6,543 728 7.271 872 1,476 6Il4 .1 Aug. 10 ___ • _______ • __ 6,473 726 7.199 863 1,479 616 .2 Aug. 17. _____________ 
I!,liSl 722 7,253 871 1,621 ti61 .4 A.ug.24.. ____________ 
6,534 713 7,247 871 1,520 650 .5 Aug.3L ____________ 6.602 709 7,311 879 1,648 009 .9 

Sept. 7 ___ . __________ 6,632 707 7,339 863 1,445 561 L5 Sept.H _____________ 
6,577 711 7.28Q 876 1,399 ~23 1.9 Sept. 21. ____________ 6,562 708 7,270 874 1,437 562 L4 Sept. 28 _____________ 6,582 709 7,291 877 1,467 690 1.0 

Oct. 5 _______________ 6,627 • 712 7,339 883 1,474 001 1.4 Oct. 12 ______________ 6,627 711 7, 3~8 883 1,484 602 1.4 
Oct. 19_. ____________ 6, 718 706 7,4~ 894 1,449 65' .7 Oct. 26 ______________ 6, 769 701 7,460 900 1.439 539 -.. ~--.----
Nov. 2.. ______________ 

6,806 697 7,.103 900 1,407 561 .1 Nov.9 _______________ 
6, 756 11m 7,449 899 1,430 531 .1 Nov. 16 ______________ 
6, 725 886 7,411 89. 1,178 583 ----------Nov. 2'> __ • ___________ 6,784 682 7,466 002 1,563 661 ... --_ .. _ .... -Nov. 30 ______________ 
6,840 675 7,515 009 1,565 6M -------.. --

Dec. 7 _______________ 
6,850 • 0Ii6 7,506 910 1,469 UO ----------Dec. 14 ______________ 6,922 645 7,567 ·919 1,4D7 538 -------- .. -Doo.21._. ___________ 6,872 641 7,514 913 1,421 608 --- .. ---.. --Dec. 28 ______________ 6,822 . 04.\ 7,467 906 1,482 676 ----------

I 8nbject to Reserve requirements 0113 percent lor centrol Reserve elty banks and 10 peroont for Reserve 
eitybBnks. 

, Subject to Reserve requirements of 3 percent. 
• Central Reserve city banks only. 
Back figu,e8.-Seo Annual Report for 1933 (table 82). 
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No. 70.-LICEN8ED MEMBEI{ BANKS IN NEW YORK CITY, CHICAGO, AND OTREl 
"RESERVE CITlES--DEP08ITS SUBJECT TO RESERVE, RESERVES REQUIRED 
RESERVES HELD, AND BORROWINGS AT FEDERAL RESERVE BANKS, BY WEEKI! 
1934-Colltinued . 

[Averages of dally ftgure!. In mUlIons ot doUaraJ 

Deposits subject to Reservo Rcservea held Borrow· 

Week ending (Friday) ; Reserves ingsat 
required Federal 

Net Time Tota1 E ..... Reserve 
demand Total banks 

-----------------
Ohlcago:' lOaf-Jan. 6 ___ ~ __ ~. ___ ~_._ 1.093 ... 1,«6 '" 340 188 .~ .. ~~ .. -Jan. 12 ______________ 

1,112 a .. 1.4.01 165 .21 166 --------. Jan.lD _____________ • 1,131 34. 1,480 158 .26 188 -----_._. Jan. 26 ______________ 
1,137 .'" 1,487 158 •• 3 17' ------~ .. 

Feb. 2 ______ ._ •• ____ • 1,133 346 1,479 158 .Zl 10 • .. __ .----
Feb.D. ____________ ._ 1,161 '40 1,493 160 "3 182 _~._.w __ . 
Feb. 16 _____________ • 1,184 340 1,524 164 36' , .. --_ ... _.-Feb. 23 _____________ • 

1,180 362 1,532 164 362 188 ---_ .. _--
Mar. 2 ___ • __________ • 

1,170 37' 1,M2 163 .20 167 ---------Mar.D. _____________ 1,171 373 1,544 163 .'" 165 Mar. 16 _____________ 1,190 365 1,5M 166 388 202 
Mar. 23 ____ • _________ 1,175 352 1,528 163 ." 190 

'---'-o~i Mar. 30 ___________ •• _ 1,164 .3. 1.603 161 au 179 

Apr.IS ___ • ____ • ______ 1,072 338 1,410 '''' '16 1M I .• 
Apr.13 ______________ 1,175 340 1,514 163 . ,. 'JIJ7 ,I 
Apr. 20 ______________ I,m •• 2 1,675 171 .93 222 .0 Apr. ZI ______________ 

1.260 ... 1.606 173 893 ". 
May" •• _____________ 

I.'" '61 1,610 174 383 "'" ---_.-... 
~:~ ~k::::::::::::: ::~ .61 1,628 17. 383 208 -_.- ... _-

361 1,639 177 '97 220 ---.. ----May 26. ___ • _____ ._ .. 1,288 ... 1,641 178 401 223 --_ ..... -
lune 1.. ___ • ___ •. ___ . 1,309 34' I.'" 181 .OO 226 ----.----June 8 _____________ .. 1,319 34. 1.662 182 ,04 222 _._--_ ... 
June IlL ____________ . 1,339 ... 1,683 134 .26 241 
June 22. __________ • __ 1,310 "8 1 .... 181 416 Zl4 
JUDe 29. _____________ 1,311 .'" 1,670 131 432 261 

July 6. ______________ 1,31" 362 1,675 132 447 ... 
July 13 ______________ 1,352 361 1,1I3 187 , .. 2IIl! 
July 20. _________ • ___ 1,374 362 1,736 190 610 .'" -----.... July Zi ______________ 

1 .... ... 1,753 193 620 '27 ---------
Aug. 3. ______________ 1,412 3..«) 1,762 194 ... '" -----._ .. Aug. 10 ______________ 1.388 352 1,740 ,., ... 2114 ----_. __ . 
Aug. 17 ______________ 1 .... 358 1,760 193 600 267 --------. Aug. 24 ______________ 1 .... 361 1.770 194 "'" 308 --_ .. ----. Aug.al ______________ 1 .... 365 1.790 190 ... .28 -------_ .. 
Sept. 7 ______________ 1,421 388 1."'" 196 ." "8 ----_ ..... Sept. 14 _____________ 1,433 .69 1.302 197 514 "7 --------.. Sept. 21 _________ • ___ 1,443 3M 1."" 199 , .. 290 -------._. Sept. 28 ____________ • 1.460 3M 1,816 "'" 4115 ... ------.... 
Oct.IL ______________ 1,457 3M 1,810 "'" 457 267 _0--.--.. · 
Oct. 12. ____ • ________ 1,457 3M 1,811 "'" 438 ZI8 -- .. --_ ... 
Oct.IB_. _________ . __ 1,472 ... 1,828 "" .. " 251 --.-------Oct.2B ______________ 1,"76 870 1,846 "'" 472 ... --... -----
Nov. 2 .. _____________ 1,'16 373 1,849 "'" '81 273 .. ---_ .. --Nov.D ____ . __________ 

1."11 .,. I.'" 2IYl "" 273 -----_ .. --Noy.lO ______________ l,47U 375 1 .... 203 ... "" ----0-.. --Nov. 23 ______________ 1,493 ... 1,861 ... ... "" ---..... --Noy.30 ______________ 
1,601 300 1,801 lll6 ... 'In ------ .. --

Dee. 7 _______________ 
1.601 ... 1.860 206 472 266 --------_. 

Dec. 14 ____ ~~ _____ • __ 1,512 360 1.872 'S11 m 267 ----.-----Dec. 21 ____________ .. 1.606 3M 1,810 ,." 433 m ------ .. --Dec. 28.. _____________ 
1 .... 37. 1 .... "" ... '"" -------_.-

• Cenb'al Reserve city bank!I onlr. 
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No. 70.-LIcENSED MEMBER BANKS IN NEW YORK CITY, CHICAGO, AND _OTHER 
RESERVE CITIES-DEPOSITS SUBJECT TO RESERVE, RESERVES REQUIRED, 
RESERVES HELD, AND BORROWINGS AT FEDERAL RESERVE BANltS, BY WEEKS, 
1934--Continued 

IA Vert'lge8 or daily tlgnres. In mIDlons of dollarsJ 

Deposits subject to Reserve Reserves held Borrow-
Resmv .. ln~at 

Week ending (Friday) requlred Fedornl 
d Net Time Total Total Ex"", Reserve 
..... d banks 

---------------
Reserve city banks: . 19M-Jan. 5 _______________ 4.709 8,651 8,360 5BIJ 859 .,. 10.8 Jan. 12 ______________ 

'.726 3.668 8,394 583 877 ... 11.8 Jan. 19 ______________ 
,,784 3 ..... 8,'" ... 002 313 11.1 Ian. 26 ______________ 
4.817 3,702 8,519 ... ... 329 9.6 

Feb. 2 _______________ 4,815 8,71' 8,529 ... 9011 316 6.3 Feb. g _______________ 4,831 3,715 8,545 ... 01 • 324 ... Feb.16 ______________ ..... 3.726 8.634 603 940 338 U Feb. 23 ______________ 4,910 3.730 8.MO "". 951 3 .. U 
Mar. 2. _____ .~ ______ 4.919 3,743 8,66' "'" ... 3 .. <.1 Mar.g _______________ 4,917 3,752 8,669 "'" 1,017 '" ... Mar. 16 ______ .: ______ 5.007 3,7M 8,761 613 1,114 501 3.6 Mar. 23 ______________ ..... 3.784 8,813 616 1,107 '91 '.7 Mar. 30 ______________ lii,062 3,791 ...... 620 1,105 ... '.3 
Apr.eL ______________ ,,067 3.7IlfI 8, .... 621 1,099 <73 1.7 Apr. 13 ______________ 

5,151. 3.802 ..... 629 1,180 651 I.' Apr. 20 __________ ... ___ '.223 3.828 9,061 637 1,196 ... 1.1 
A;~. ?3 _____ ~ ________ 

5.'" 3.'" 9.097 MO 1,184 ... .. 
May 4... ______________ 

5."" 3 .... 9,170 M< 1,183 519 1.0 Mayll ______________ 
'.227 3,879 9,106 639 1.204 665 .. May1B-. ____________ 5,280 ..... {I,I73 6" 1,212 567 .8 May 26 ______________ .. 271 3 .... 9.170 M< 1,217 673 .8 

June L ______________ ,,279 3 .... 9,178 M, 1.200 665 .9 June 8 _______________ 5,275 3,921 9,1U6 .... 1.207 56' 1.0 JUbe 15 ______________ 5,370 3 .... ..... 665 I .... 5fr/ .7 

~::~::::::::::::: 5.335 3 .... 9,281 652 1.209 557 .9 ..... U" ..... 65' ~203 65 • .6 
July6 _______________ 5,377 a,958 9,336 656 1,198 '" 2.1 July 13 ________ . _____ 5,411 3,9M 9,366 600 1.238 .7. .04 

~!!I~~:::::::::::::: 5,454 3,9M 9,418 6M 1.229 566 .... 
5,476 3,975 9."" 667 1.250 ... .007 

Aug. 3 _______________ 
•• <00 3,973 •• 4<0 1166 1.205 .. 9 .06 Aug. 10 ______________ '."" 3,962 9,452 """ 1.200 .3. .03 Aug. 17. _____________ 
5 ..... 3.977 9,521 67' 1,232 558 .. Aug. 24 ______________ '.5<0 3 • ..., •• 526 67. 1.227 553 .009 Aug. 31 ______________ 
'.553 3 .... 9,642 675 1,216 MI .0' 

Sept.7 ______________ ..... 3.978 9,573 679 1,188 ... .. Sept.14 _____________ 5,675 '.972 9,647 097 tm 521 .. Sept 21 _____________ ..... ~970 9,659 tI88 60S .03 Sept. 28 _______ · ______ ,,693 3,966 •• 659 tI88 1,176 ..., .04 

g~: !::::::::::::::: 5,704 3,961 ..... 689 1,1M <7< ------:05-5,745 3,953 9,698 .... 1,213 .:IIl 
5,839 8,952 ~:~A 79. 1,210 S07 .01 Oct. 26_.:. ____________ 
•• 656 a .... 704 1.226 '22 ... 

NOv.2 _______________ ..... .. '" 9,814 704 I.'" 517 .6 Nov. 9 ______________ 
5,876 3,062 .. '" 706 1.250 ... 1.1 Nov. 10 ______________ 
5,951 ..... 9,910 7l< 1,272 ss. L1 Nov. 23_~ ____ ~ ______ 6,950 3,957 •• 908 714 1.263 ... .9 Nov. 30 ______________ 
5,978 3.94:7 •• 920 71. 1.253 637 1.6 

Dec. 1 _______ • _______ 
6,038 8,915 9,953 7'.l1 1,281 5BIJ 1.7 Dec. 1" __ .. __________ ...... 3,913 0,975 724 1,304 581 1.1 Dec. 21. ____ • ________ 6,030 3,928 9,959 7'.l1 1,273 552 I.' Dec. 28 _____ • ______ .. _ ..... 3 .... 9,937 718 1.265 .. 7 .6 
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Date or month 

1934 
lan.3 ___________ 
.Tan. 10 __________ 
Jan. 17 __________ 
Jan. 21 __________ 
Jan.3L _________ 

Av(lrage ______ 
Feb.L _________ 
Feb.H __________ 
Feb.2L _________ 
Feb. 28 _______ . __ 

Average ______ 
Mar. 7 __________ 
Mar. 14 ______ . __ 
Mar. 21- ________ 
Mar. 28 _________ 

Average ___ ~ __ 
Apr. 4 ________ . __ 
Apr.lL ________ 
Apr.1S __________ 
Apr. 25 __________ 

Arerage ______ 
May 2 _________ . 
May9 __________ 
May 16 _________ 
May 23 ________ . 
.May 30 ________ . 

Avcrage ______ 
June 6._. ________ 
June 13 __________ 
JUlle 20 __________ 
June 27 __________ 

Average ______ 
July 4 ___________ 
July1L _______ 
July 18 ___ . ______ 
July 25 ________ ._ 

Average ______ 
Aug. L _________ 
Aug. 8 __________ 
Aug.lii _________ 
Aug. 22 _________ 
Aug. 29 _________ 

Average. _____ 
Sept.Ii __________ 
SePt. 12 _________ 
Sept. 19 _________ 
Sap.26 _________ 

Average _____ 
Oct. 8 ___________ 
Oct. 10 __________ 
Oct. 17 __________ 
Oct. 24 __________ 
Oct.3L _________ 

Average ______ 
Nov. 7 __________ 
Nov. 14 _________ 
Nov.2L _____ . __ 
Nov. 28 _________ 

Average ______ 
Dec. 5:. __________ 
Dec. 12 __________ 
Dec. 19 __________ 
Dec. 26 __________ 

Av@rage ______ 

REPORTING MEMBER BANKS 
No. 71.-REPORTING ME;MBER BA:-/KS (91 CITIES)1-PRINCIPAL 

lIn millions of dollars] 

Loans on securi ties 

Total -----
loans To brokers ::wd 

and in- dealers 
vest~ Total ments In New Outside 

York New 
York 

--- --- ---- ---

16,595 3.620 753 149 
16,388 3,497 653 143 
16,147 3,486 063 139 
16,390 3,498 684 140 
17,121 3,509 795 146 
16,589 3,54% 710 143 

17,082 3,587 803 147 
17, 0!I2 3,531 760 145 
17.494 3.630 856 151 
17,400 3,520 709 151 
17,267 3,567 794 14~ 

17,425 3,495 751 151 
17,513 3,593 841 164 
17,526 3,553 812 176 
17,472 3,514 801 159 
17,484 3.:;39 801 163 

17,508 3,559 868 161 
17,611 3,612 924 174 
17,613 3,580 915 168 
17,471 3,516 873 173 
17,526 3,570 895 IGD 
17,41l2 3,577 806 174 
17,329 3,554 873 171 
17,288 3,605 867 168 
17,257 3,468 828 162 
17,306 3,476 838 100 
17,328 3,516 860 167 

17,397 3,M7 911 174 
17, ~70 3,556 933 171 
17,663 3,571 955 183 
17,737 3,529 935 180 
17,5!2 3,553 933 177 
17,761 3,556 982 185 
17,751 3,553 980 179 
17,757 3,522 902 170 
17,728 ~, 493 ms 170 
17,749 3,531 I 966 177 
17,762 3,358 812 163 
17,677 3,304 708 162 
17,702 3,294 750 165 
17,725 3,271 741 164 
17,708 3,247 n2 170 
17,721 3,29. 757 165 

17,756 3,210 757 176 
17,778 3,162 741 158 
17,756 3,095 695 149 
17,789 3,080 686 148 
17,779 3,137 720 lli7 

17,811 3,047 669 148 
17,824 3,055 672 11i1 
17,854 3,082 706 149 
17,850 3,074 708 151 
17,837 3,051 693 103 
17,83. 3.062 690 150 

17'-~37 3,010 664 148 
17,759 3,008 653 101 
17,688 2,998 654 151 
17,764 3,017 660 11i5 
17,762 S,008 658 151 

17,879 3,098 724 158 
17,912 3,009 728 162 
18,339 3, 1151 753 162 
18,276 3,072 718 165 
18,102 3,096 731 162 

To 
others 

Accept-
ances 

and com
mercial 
paper 

bougbt 

Loans 
on real 
estnte 

Other 
loans 

I 

-, 
U. S. 

Govern
ment 
direct 
obliga
tions 

--- --- ------- ----

2.718 
2,701 
2.684 
2. fi74 
2, flfiS 
2,689 

2,637 
2.626 
2,623 
2,610 
2,624 

2,593 
2,5S8 
2,565 
2.554 
2,575 

2,540 
2,514 
2,497 
2,470 
2,606 

2,507 
2,510 
2.470 
2,478 
2,478 
2,489 

2,472 
2,452 
2,433 
2,414 
2,443 

2,389 
2,394 
2,385 
2,385 
2,388 

2,383 
2,384 
2,379 
2,366 
2,355 
2,373 

2,277 443 
2,268 446 
2,251 457 
2, 246 457 
2,260 4-51 

2,230 464 
2,232 464 
2,227 465 
2,215 465 
2,205 456 
2,222 463 

2,198 463 
2,204 461 
2,193 466 
2,202 452 
2,109 461 

2,216 44.1 
2,209 444 
2,200 444 
2,189 !l35 
2,203 H~ 

4,765 
4,712 
4,732 
4,71, 
4,74C 
4,732 
4,713 
4,755 
4,71A 
4,665 
4,713 

4,673 
4,688 
4,643 
4.647 
4,663 

4,668 
4,598 
4,62:1 
4,00'1 
~.6;B 

4,559 
4,568 
4, fli~ 
4, ,)37 
4.550 
4,iio55 
4, ,40 
4,533 
4.484 
4,485 
4,511 

4,482 
4,453 
4.439 
4,445 
4,45. 

4,515 
4,523 
4,531 
4,543 
4,.155 
4,533 

988 
987 
985 
986 
986 

984 
985 
985 
984 
986 
98. 
984 
982 
981 
979 
982 

981 
979 
979 
977 
979 

I 

3,248 
3,260 
3,262 
3,270 
3,260 

3,299 
3,310 
3,315 
3,311 
3,314 
3,309 

3,284 
3,265 
3,246 
3,257 
3,262 

3,250 
3,217 
3,207 
3,169 
3.211 

5,205 
5,210 
5,223 
5,245 
5,786 
5,33' 
5,847 
5,867 
5,199 
5,249 
&,040 

6,278 I 
6,229 
6,~72 
6,227 
6,201 

6,175 
6,234 
6,220 
6,282 
6.2~9 

6,255 
6,249 
6,254 
6,262 
6,262 
6,256 

6,276 
6,243 
6,582 
6,665 
6,44% 

6,672 
0,676 
6,687 
0,671 
6,676 

6,678 
6,636 
6,660 
5,651 
6,627 
6,650 

6,.520 
6,573 
6,631 
6,631 
6,589 

6,636 
6,658 
6,050 
6,654 
6,639 
G,6n 

6,633 
6,713 
6,674 
6,715 
.,696 

6,748 
6,809 
7,176 
7,191 
6,981 

1 For list of the cities see Annual Report for 1933 (table 87). 



REPORTING MEMBER BANKS 

IN LEADING CITIES 
A8SRTS AND LIABILITIES, DY WEEKS AND MONTHS 

[In millions of dollars] 

Ooliga-
tlOuS US. fully Resorve Nolde· GOY-guaran- Other wiLlr Cash mand Time ern- Due 

teed by securi- Federal in de· de· ment from 
U.S. ties Reserve vault posits posits de- bank~ 
Gov- bank posits ern-
ment 

--- ------ --- ---

3,005 1,923 246 10,952 4,351 712 1,256 
2,969 1,983 248 10,951 4,343 571 1,210 
3,006 1,974 229 11,094 4,352 463 1,274 
2,940 2,047 232 11,138 4,372 370 1,308 
2,986 1,871 217 11,1l8 4.367 975 1, :lO4 
~,9S1 1,960 234 11,051 i,3.7 818 1,270 
2,935 1,905 227 ll,I25 4,372 988 1,353 
2,939 2,010 235 11,332 4,344 991 1,413 
2,947 1,996 230 lI,246 4,372 1,418 1,369 
2,966 2,271 224 lI,398 4,370 1,467 1,412 
2,9n 2,04. =29 11,215 4,36. 1,~16 1,387 
2,979 2,467 231 11,514 4,377 1,504 1,441 
3,003 2,569 236 11,748 4,393 1,503 1,548 
3,058 2,576 228 11,723 4,420 1,502 1,.555 
3,084 2,572 242 11,794 4,419 1,413 1,519 
3,U31 2,M6 23' n,891i 4,402 1,480 1,515 
3,090 2,531 239 11,921 4,4U~ 1,358 1.578 
3,Oli7 2,588 245 12,136 4,424 1,305 1,588 
3,084 2,698 240 12,200 4,443 1,237 1,585 
3,069 2,779 242 12,272 4,477 1,177 1,570 
3,079 2,649 24~ 12,132 4,438 1,269 1,li80 
3,071 2, 588 231 12,221 4,454 1,055 1,536 
2,958 2, 693 211 12,208 4,470 1,029 1,564 
2,966 2,732 235 12,279 4,477 999 1,595 
2,990 2,818 240 ]2,327 4,464 988 1,564 
3,018 2,811 246 12,426 4,455 955 1,526 
3,001 2,729 239 12,292 4,464 1,005 1,.57 
3,024 2,808 243 12,499 4,439 955 1,580 
3, 03S 2,881 248 12.661 4,450 906 1,621 
3,026 2.824 23. 12,375 4,492 1,354 1,574 
3,058 2,901 217 12,504 4,501 1.3u7 1,569 
3,036 2, B03 244 12,510 4,"0 1,14l 1,586 
0,051 2,783 234 12,5iil 4,495 1,354 1,636 
3,060 2,915 246 12,641 4,512 1,353 1,656 
3,109 2,981 235 12,697 4, .no 1,353 1,685 
3,119 3,039 235 12.755 4,501 1,296 1,644 
3,087 2,930 237 12,681 4, .05 1,339 1,6~8 

3,211 2, 953 221 12,74S 4,488 1,296 1,562 
3,214 3,048 286 12, 721 4,491 1,296 1,53!\ 
3,247 3,046 231 12, 827 4,505 1,255 1,583 
ll,260 3,064 231 12,818 4, &13 1,236 1,550 
3,270 3,132 243 12,926 4,510 1,203 1,560 
3,243 3,OU ~33 12,801 4, .01 1,257 1,559 
3,346 2,924 236 12,948 4, 500 1,089 1,497 
3,350 2,939 254 13,011 4, 496 1,091 1,514 
3,326 2,891 253 12,943 4, 478 1,091 1,514 
3,365 2,989 263 13,112 4, 478 1,092 1,505 
3, 347 2,936 252 13,lrt1 4,488 1,091 1,607 

434 2,947 2,891 256 13,083 4,471 1,094 1,515 
433 2,919 2,977 273 13,204 4,468 1,095 1,541 
446 2,911 2,976 261 13,386 4,463 933 1,586 
463 2,899 2,996 267 13,402 4,478 81i3 1,558 
529 2,862 3,017 265 13,476 4,474 851 1,583 
<161 ~, 908 2, 97~ 264 13,310 4,m 985 1,557 
550 2,863 2,990 286 13,447 4,482 i 853 1,580 
544 2,786 3,073 285 13,504 4,448 ' 816 1,631 
549 2, 774 3,198 271 13,563 4,421 m' 1,622 
555 2, 789 3,108 281 13,633 4,39.1 1,585 
550 2,803 3,092 281 13,537 4,431 800 1,606 
552 2, 795 3,043 275 13,662 4,342 772 1,647 
564 2,800 3,060 297 13,789 4,311 771 1,702 
566 2,852 2,953 305 13,576 4,3GO 1,343 1,713 
566 2,8RR 2,955 322 13,5,;1 4,366 1,344 1,680 
5~5 ~,828 3,002 300 13,6{5 4,352 1,057 i 1,686 

Back Jioures.-S.e Annual Report for 1933 (table 88). 

Due to 
banlrs 

---

2,828 
2,804 
2,908 
3,001 
2,968 
2,902 

3,128 
3,204 
3,147 
3,187 
3,1>7 

3,331 
3,465 
3,491 
3,447 
l,U4 

3,578 
3,616 
3,6M 
3,595 
3,609 

3,593 
3,075 
3,fiS2 
3,654 
3,600 
1,641 
3,733 
3,770 
3,623 
3,628 
3,6M9 

3,784 
3,870 
3.883 
3,845 
3,841i 

3,770 
3,766 
3,821 
3,741 
3,732 
3,166 

3,780 
3,784 
3,779 
3,743 
3,771 

3,830 
3,864 
3,957 
3,905 
3,912 
3, 89~ 

3,960 
4,024 
3,993 
3,921 
3,97.) 

4,048 
4,117 
4,045 
3.986 
4,049 

I 

Bor- I 
rowing.s 

at 
Federal 
Reserve 
banks 

---

25 
21 
21 
20 
13 
20 
12 
10 
11 
12 
11 
10 
10 
9 
9 

10 

8 
7 
6 
7 
7 
0 
6 
5 
6 
8 
6 
5 
5 
0 
5 • 

10 
5 
5 
5 
6 

5 
5 
5 
5 
5 • 
6 
6 
7 
6 
6 

1 
--------

2 
1 
2 
1 

2 
1 
2 
3 
2 

2 
--------

1 
1 
I 

ill 
159 

Date or month 

-- ---
1934 

lan.3. 
Jan. 10. 
[an. 17. 
Jan.24. 
Jan. 31. 

Average. 
Feb. 7. 
Feb.H. 
Feb. 21. 
Feb. 28. 

Averalre. 
Mar.7. 
Mar.14. 
Mar. 21. 
Mar. 28. 

A.verage. 
Apr. 4. 
Apr,II. 
Apr.lS. 
Apr. 25. 

Average, 
M.y2. 
May 9. 
May 16. 
M.y23. 
May 30. 

Average. 
June 6. 
Juno 13. 
June 2O. 
June'li. 

Average • 
July 4. 
July 11. 
July 18. 
July 25. 

Average. 
Aug. 1. 
Ang.8. 
Aug.15. 
Aug. 22. 
Aug.29. 

Average • 
Sept.5. 
Sept. 12. 
Sept-19. 
Sept. 26. 

Average. 
Oct. 3. 
Oct. 10. 
Oct.17. 
Oct,24. 
Oct.3!. 

Al'erage .. 
Kov.7. 
Kov.14. 
Kov.2!. 
Kov.28. 

Average. 
Dec. U, 
Dec.12. 
Dec. 19. 
Dec. 26. 

Average. -
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No. 72.-REPORTING MEMBER BANKS IN NEW YORK C,TT

(In mJJlions of dollanJ 

Loans On securities 

Total 
AcceP~ U.S. 

To brokers and ancos Govern-
Date or month 

loans dealers and LoaDS Other mant and in- commer· o. real 
vest- To clal estate 10 ... dlr60t 

menta Total otbers paper obllga-

In New Outside bought .1011S 

York Now 
York 

-- ----
1934 lan.S. __________ 6,707 1,744 ... 44 1,0.15 1,670 2, 187 Jan. 10 __________ 6,536 1,024 561 44 1,019 1,644 ,,170 Jan. 11 __________ 6,579 1,620 '6( 44 1,012 1,669 ,,1" Jan. 24 __________ 

6,569 1,646 561 43 1,016 1,666 2,201 Jan. 3L _________ 
6,986 1,748 688 43 1,017 1,718 2,421 Average ______ 6,8'15 1,816 6\j 43 1,020 1.671 ..... 

Feb. 7 ___________ 
6,964 1,729 696 .., !J88 1,691 ..... Feb. 14 __________ 
6,6" 1,677 651 45 961 1,734 ,,'48 Feh.2L _________ 7,096 1,769 744 .. 97. 1,707 ',653 Feb. 28. _________ 7,000 1,669 651 .7 971 1,002 2, ... Average ______ 6,1"7 1.711 ... .. ... 1,'" 1.617 

Mar.? __________ 
7.069 1.649 &II 48 goo 1,661 2,666 Mar. 14 _________ 7,213 1,733 7Z1 4. 9M 1,673 ',704 Mar. 21. ________ 7,199 1,967 6Il6 48 941 1,637 2,717 Mar. 28 _________ 
7,193 1,663 688 47 .28 1,629 2,720 Averap ______ 7,188 I .... ... 46 94' 1.850 I, '101 

Apr .• ___________ 7,290 1.720 761 47 ... 1,655 2,717 

!g:: t~:::::::::: 7,4{l6 1,756 704 48 .,. 1,675 '.804 
7, ZI8 1.7Z'i 779 48 ... 1,601 2.742 Apr. 26 _________ 
7,138 1,074 74. 46 888 1,594 2,716 Average ______ 7,ZOI 1,718 7 .. ., .. , 1.831 1.7" 

May 2 __________ 7,142 1,729 756 46 927 1,561 ..... 
~:~ ~::::::::: 

7,055 1,718 731 .. 941 1,566 ~~ 7,022 1,663 7'" 46 ••• 1,569 
7,001 ~ .... 669 46 009 1,548 2, 752 May 30 _________ 7,(134 1, .... 6Il6 .. 003 1,556 .. 700 Average ______ 7.050 1,'" 

,.. .. " . 1 .... .. , .. 
luneIL __________ 

7.141 1,7Z1 771 &I 002 1,'" .. 7" lune 13 __________ 7,144 L 728 787 53 888 1,M2 .. 802 lune 20 __________ 
7,211 1,741 .15 55 871 1,621 ,,873 June ZT __________ 
7,265 1,711 793 54 804 1,526 2.1126 Avuap ______ 
7.110 1,717 793 .. 881 1,637 1,848 

July 4 ___________ 
',303 1,749 841 55 853 1,527 2, ... July 11. _________ 7,288 1,752 833 55 804 1,490 .. "" July 18.. ________ 
7,273 1.718 804 .7 "7 1,483 .. "'" JuJy2li __________ 
7,'01 1,600 783 55 ... 1,494 2,\118 Ayerage _____ .; .'1,17. t,727 815 .. 8M 1.501 I,m 

Aug.t __________ 
7,un 1,571 967 53 "1 1,529 .. 003 Aug.S __________ 
7,lOS 1,520 613 53 8M 1,521 .. 87. 

Aug. IlL ________ 7,132 1,520 615 .. ... 1,514 2,'" Aug. 22 _________ 7,105 1,003 602 55 848 1,516 2,883 Aug. 29 _________ 
7,003 1,'" Il81 60 ... 1,531 2, ... , Average ______ 
7.127 1,520 ... 55 ... 1,'" I,'" 

Sept. 5 __________ 
7,1~ 1,505 62\ 54 8311 241 137 1,234 2,827 

Sept. 12. ________ 7,150 1,479 IlIl5 47 827 241 138 1,235 2,IJI& 

::it:.~:::::: 
7,005 1,419 556 .7 814 248 '37 1,223 2,826 
7,077 1.06 ... 48 813 241 137 ~228 2,813 
7,1%0 1.U5 68i .. 821 ... m I,'" ..... 

Oct.S_. ________ • 7,077 1,401 54' •• Sl1 24' 136 1,247 2,704 Oct. 10 ___ • ______ 7,002 1,462 ... •• gog ... 135 1,265 2,812 Oct. 17 ___ • ______ 7,118 1,434 576 60 808 ... ,3< 1,268 2.800 Oct. 24 _____ • ____ 7.114 ~435 rm .. 700 ... '34 1,776 2.796 Oct. 31 __________ 7,]23 1,417 .... .. 803 242 134 1,276 .. ... Averap ______ 1,1G6 1,418 ... .. ... ... ... 1.117 .... , 
Nov. 7_~ ________ 1,123 1,381 521! .. ... 24 • 133 ','" 2.8311 Nov. 14 _________ 7,624 1.378 517 01 81. m '33 1,268 .. ... Nov. 21. ________ 6,Il00 1,377 ... 01 ""0 235 '33 1.'},..,7 2,.813 Nov. 28 _________ 7,664 1 .... 0", 01 814 228 '33 1.268 2,841 

Ayerap ____ Po 7.0il 1,181 ... II 80S .. , '" ..... .. .., 
Dec. 5 •• __ •• _____ 7,186 1,483 561 •• ... 223 13< I .... .... 1 
Dec. 12 __________ 7,213 ".56 561 O. 823 .,. 133 I.'" ...41 
Dec. 19 _______ 7.388 1,4;5 IlIl5 53 817 228 133 1,230 '.060 Dec. 26 __________ 7,336 1,441 '73 53 810 222 132 ),2iO & ... Averap ______ 1.181 I,'" ... .. ... ... ... I,'" ..... 

B .. tMurU.--8ee AlIDuaI Report /or 1033 (table 80). 



REPORTING MEMBER BANKS 

PRINCIPAL AsSETS AND LIABILITIES) BY WEEKS AND MONTHS 

[In millions of dollars] 

Obliga. 
Re- Bor-tlons 

lull. Other .... as N,t U.S . Du, rowtngs ....... ...,..,.. with Cashin demand Tim, Govern- !rom Doe to at 
'-lb. ties Federal vault deponta deposits maut b .... b .... Federal 
U.S. """,", deposits """,", 

Govern· - bauks 
maut 

------------
1,108 821 .. 5.319 700 335 83 1,178 --------1 .... .,. .. .. "'" 697 m n 1,17{ -.------1,11.5 846 ., .. 335 ... 22< 74 1.221 --------~056 1102 38 ..... 708 18< 7. U76 --------I.'" 7 •• ., ..... 7m "" 76 ~"'" --------..... ... .. .. m , .. aoo .. ..... --------
1.059 748 38 .. 331 no 501 75 1,312 --------1.063 810 .. 6,361 704 50' 7. .::~ --------'.007 850 .. '.368 686 717 7. --------1,000 1,091 39 6,491 682 7.' 83 1,33{ --------1,'7. .75 .. ..... ... ... n 1 .... -.-._---
1,091 1,181 38 5.580 676 m 82 1,414 --------I,UL1 1,170 .. 6,709 875 797 88 1.495 --------1,'88 1,218 ., '.m 600 m .. 1,612 --------1,181 '.242 40 .. 79 • ... 7.2 82 1.478 ____ MOO" ..... ..... .. . 6,,701 ... , .. .. 1.475 --------
~2M '.206 38 5,919 ... 739 90 1.666 ---"----~11D 1,142 39 5 .... ... 713 82 1,681 ___ NO_NO 

1,112 '.236 ., 5,971 690 87. .. 1,578 --------1,1M 1,351 38 •• 042 ... ... 73 '.664 -----;.--.,175 I .... as .. ... ... ... .. 1,587 --------
1,163 1,194 37 5,976 668 888 83 1,522 --------~ ... 1,267 .. ..... .70 57. 78 1,593 --------'.062 '.264 ., ..... .75 50. 78 1 .... --------1,057 '.335 38 •• 028 87' 65' 7. '.600 --------1,070 1,356 .. 6,097 ... ... 70 1.577 --------..... ..... IS ',OU ... ... " •• 577 --------'.073 ..... .. ft. 150 676 ..9 37 1 .... --------'.062 ..... 40 •• 226 682 6ll 86 1.663 --------1,076 1.327 ., 6,". .96 733 37 '.682 --------1,103 ~.,. .. 6, 161 62' 733 82 ~88' --------..... ,,349 .. 6,1" ... ... 85 1.617 -----.--..... 1.234 38 G.115 62. 733 96 '.603 --------1,103 1,295 39 6,'44 697 733 .. 1.656 -----.--..... 1,331 ., 6,178 682 733 86 1 .... -.------tm '.366 38 •• 209 .78 704 82 1,645 --------,,306 .. "181 .. , 73' .. 1 .... --------'.188 1,367 38 6,215 • n 704 .. 1,612 --------1,189 1,415 38 6,182 .7' 704 60 '.590 --------1.212 1,419 • 0 6,206 ... ... .. ~60' --------'.203 1,461 37 6,217 OM .7. M '.664 --------1,216 1,.92 38 6,280 ... ... 62 ..... --------1 .... I .... as 6,%1' 6O' OS. .. 1 .... --------
1,242 1,332 38 6,'" 68' ... 62 1,571 --------1,241 1,331 40 6,241 ... 627 60 1,577 --------1,212 1.348 ., 6,168 ... ... .9 1,575 --------1,242 '.448 40 6,291 680 ... 67 1.666 --------1 .... 1,'" .. '.248 ... SIS 58 1.570 --------

22' I.'" '.390 3. 6,272 OM 600 .. ~600 --------231 1,015 '.423 .. 6,322 662 600 ~ 1.630 --------220 1,010 t:~ 38 ..... ... ". 1,661 --------235 ... '0 M2' ... 473 62 1,632 --------264 ... 1 .... 44 ..488 647 473 59 1,652 --------m 1.010 I .... ." ,,178 '5O ... .. ..... --------... ... I.'" 52 0.<00 64. '73 .. 1 .... --------264 923 '.402 48 6,36' 638 ... 63 1 .... --------264 ." t:; .. 6.471 .29 427 •• 1,678 --------272 937 •• 6,497 625 ... 58 '.680 --------... ... 1,4" • • ..... . .. ... .. l,6li1 --------
272 ... l:~ .7 ..... 603 ... 70 1,713 --------m 942 •• 6.550 ... .26 74 1,762 --------m 983 1,359 54 8.441 ... 735 75 1,7'rl --------267 on 1,416 59 8,457 002 735 73 '.676 --------I'll '60 1.:n. 0 '~fli' ... • 588 .. 1.729 --------

16f:t. 

Date Ol'moDth 

I ... 
Jan. 3. 
J80.10. 
J8D.17. 
Jan. 2-t. 
Jan. St. 

A:ferage.. 
Feb.7. 
Feb.lO. 
Feb.21. 
Feb.:Il. 

Avera"", 
Mar.? 
Mar. 14-
Mar.ZI. 
Mar. 28. 

A:ferage. 
Apr. 4. 
Apr.il. 
Apr.lS . 
Apr. 20. 

Average. 
Ma.y2. 
Ma.YB. 
May 16. 
May 23. 
May 30. 

Average. 
lune8. 
June 18 • 
June 20. 
JUDe Zl. 

Avergae. 
July 4. 
July 11. 
July IS . 
July 26. 

Average. 
Aug. 1. 
Aug.S. 
Aug. l/i. 
Aug. 22. 
Aug.29. 

.,erap. 
Sept.5. 
Sept. 12. 
Sept. lB. 

Sei~::'ge. 
Oct. 3. 
Oct.l0. 
Oct. 17. 
Oct.24. 
Oct.31. 

A,erage. 
Nov.7. 
Nov.14. 
Nov. 21. 
Nov. 28. 

Average. 
D80.5 . 
Dec.12. 
Dec. 11). 
Dec.26. 

Averqe. 
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No. '73.-REFOIITING MEMDER BANKS OUTRIDE NEW YORK CITY

(In millions of dollars] 

Date or month 

1934 an. 3 ___________ 
an. 10 __________ J 

J 
J 
J 
J 

an. 17 __________ 
an. 24 __________ 

an.3L 
AVCl'ag .. ~::::: 

ob_ 7 ___________ F 
F 
F 
F 

eb,14 ____ . ____ 
ab.21. ________ 
eb.28 _________ 
Alerags_ .•..• 

~ 
at. 7 ___ ._ .. ___ 
aI.H_ .. __ .... 

M 
M 

aI.21. •• ______ 
at. 28 ____ • __ ._ 
Average ____ .. 
pr.4. ___ ...... A 

.A 

.A 

.A 

pr.11 __ .. _____ 
pr.18 _________ 
pr.2.1. __ ... ___ 
Average ...... 

M 
M 
.M 
M 
M 

ay2._ .. __ .... 
3y9_ .. _ •• _ .. _ 
BY 16_._ .. _ .. _ ay 23 ____ . ____ 
8y30 _________ 
Average_._ .. _ 

une 6 __ • _______ 1 
J 
J 
S 

J 
J 
J 
J 

un. 13 ____ . ____ 
une 20 .. ____ ... 
nne 27_ .... ____ 
A.verage ___ .. _ 

uly4 _____ • _____ 
uly 11 _____ .. _ .. 
ulyl8... __ .... _ 
uly 25,.._ •• ____ 
A.verage_. ____ 
UK. 1. .. __ . ____ 
ug.8 ____ .. _._. 
ug. 15 •• _, ___ .. 
UK. 22. __ • _____ 

fve~Ke~::::: 

.A 

.A 
A 
it. 
it. 

S 
S 
S 

opt. 0_ .. _ ..... _ 
cpt. 12 ________ 
cpt. 19 ________ • 

8eX;";~g .. :::::: 
Oct. 3 _______ .. __ 
Oct. 10 __________ 
Oct. 17 •• ______ .. 
0.t.24 .... ______ 
Oct. 31 •• _. ______ 

Average ______ 
Nov. 7_. ________ 
Nov. 14 __ .. _____ 
Nov. 21. ... _ .. __ 
Nov. 28 __ .. _____ 
A~erag ... -- __ 

Dec. n ____ • _____ 
Dec. 12. ___ .... '_ 
Dec. 19 __________ 
Dec. 26. ____ • ___ 

A_age_. __ ._ 

I 
Total 
loans 
and 

lIrvest· 
ments 

I 
---

9,888 
9,852 
9, R6B 
9,827 

10,136 
9,911 

10, 118 
10,170 
10,398 I 10,394 
10, ~70 

10,356 
10,300 
10,327 
10,279 
10,316 
10,212 
lU,li06 
10, 275 
10,333 
10, :151 
10,320 
10,274 
10,266 
10,200 
10. 272 
10.2l8 
10,266 
10.226 
10,452 
10,472 
10,3.2 
10,458 
10,463 
10,484 
10,501 
10,476 
10,m 
10,569 
10,600 
10,620 
10,610 
10,'" 
10,569 
10,628 
10,6Ql 
10,712 
10.Il00 
10,734 
10,732 
10,736 
10,736 

10, 7141 10,7aO 
10,714 
10,736 
10,008 
10,700 
10,71% 

10,693 
10,600 
10, 951 
10,941 
10,821 

Loans On securities 

I To brokers and 
dealers 

Total 
In Outside 

NeW' New 
York York 

--- --- ---. 

1,876 88 10~ 
1,873 92 99 
1,866 99 95 
1,8.52 97 91 
1,861 107 103 
1,866 97 10~ 

1,858 107 102 
1,854 109 100 
1,861 112 105 
1,8.51 108 104 
1,856 10' 1113 
1,846 llO 103 
1,860 114 116 
1,866 114 128 
1,851 113 112 
1,85' 113 115 
1,849 117 114 
1,856 130 126 
1,857 136 120 
1,842 133 127 
1,85! 1:19 12' 
1,848 140 128 
1,836 142 125 
1,842 142 122 
1,824 130 116 
1,830 140 115 
1,836 140 1:11 
1,830 140 120 
1,828 146 118 
1,830 140 128 
1,818 142 126 
1,8~6 lU 123 
1,807 141 130 
1,801 147 124 
1,804 158 118 
1,803 1M 115 
1,504 151 111 
1,787 145 110 
1,784 145 109 
1,774- 135 112 
1,708 139 109 
1,762 141 110 
1,77. 142 III 
1,705 136 122 
1,683 136 106 
1,676 137 102 
1,664 131 100 
I,W 135 lOS 
1,046 128 00 
1,653 128 102 
1,648 130 99 
1,639 121 102 
1,634 129 103 
1,8L« 137 101 
1,62~ 138 98 
1,030 136 100 
l,6~1 133 109 
1,627 135 101 
l,6~1 136 loe 
1,035 137 1013 
1,643 147 110 
1,640 148 109 
1,631 145 112 
1.637 14.; lot 

R.,t fiBuTe •• -See .Annual Report for 1933 (table 110). 

I 

Accept-
1]. S. 8n1,.,. Loans Govern. and 

OD Other ment com .. real loans direct To mercial p.state obJiga-others paper 
bought tions 

---, 

1,683 3,095 ~, 018 
1,682 3,068 3,040 
1,672 3,073 3,038 
1,668 3,047 3,044 
1,5.11 3,022 3,365 
1,609 3,068 1,161 
1,649 3,022 3,362 
1,640 3,021 3,419 
1,644 3,011 3,640 
1,639 3,003 3,664 
1,&'" 3,014 3,m 
1,633 3,012 3,610 
1,630 3,016 3,';25 
l,ll24 3,006 3,555 
1,626 3,018 3, rnI 
1,628 3,OU 3,049 
1,618 3,013 3.458 
1.600 3,OZ3 3, 430 
1,601 3,O2'l 3,484 
1,682 3,010 3,566 
1,001 3,111 3,i84 
1,680 2,998 3,550 
l,.lil9 3,002 3,52'1 
I, ~78 2,9ft4 3,516 
1.569 2,989 3,510 
1,57.') 2,992 3,502 
1,575 %,Ut5 3,.U 
l,li70 2,990 3,485 
1,564 2,981 3,441 
1,062 2,9'13 3,709 

i:g~ 2,960 3,739 
~,974 3,51N 

1,536 2,955 3,744 
1,530 2t~M 3,742 
1,528 2, ~56 3,749 
1,533 2,951 3,753 
1,53! %,~M 3, ,., 

1,532 2,98~ 3,747 
1,530 3,1102 3, 758 
1,027 3,017 3,774 
1,520 3,027 3,768 
1,511 3,024 3,761 
l,liZ$, ',~11 3,167 
1,447 202 8.51 2,014 3.693 
1,441 205 849 2,025 3,757 
1,437 209 848 2,039 3,805 
1,433 216 849 2,042 3,818 
1,i39 2418 84P 2,030 3,l69 
1,419 ~23 848 2,052 3,84.2 
1,423 221 850 2,046 3,846 
1,419 222 BU 2,047 3850 
1,416 223 8.50 2,03.1 lr.806 
1,402 214 852 2,036 3,835 
1,413 ll21 800 2,IU 1,81.6 
1,393 217 851 2,015 3,8.53 
1,394 223 &9 2,002 3,888 
l,3S8 231 &8 1, 989 3,861 
1,388 224 816 1,994 3,874 
1,391 2M Ill' 1.1\10 1,869 
1,392 222 &7 1,988 3,857 
1,386 218 &6 1.V14 3,868 
1,333 216 846 1.968 4.116 
1,374 213 '846 1,969 1,105 
1,383 :11, Sit 1,913 3,H 



REPORTING MEMBER BANKS 

PllfNCIPAL ASSF.TS AND LIABILITIES, BY WEEKS AND MONTHS 

!In millions of dollars] 

Obli· 
I 

galions Re- U.S. Bor· 
fuily Net rOwiDgs 

guaran· Other serves Casb dor Tim. Gov· Due Due at 
with eru· teed by seenri- Federal In maud de- meDt from to Federal 

U.S. ties vaalt de· posits banks banJrs Be-
Gov· Reserve posits de· serve 
ern· banks posits banks 

ment . 
------------------

1.899 1,102 l'M 5,633 3,651 377 1,173 1,650 25 
1,871 1,104 207 5.691 8,646 200 1,139 1,&30 21 
1,891 1.1211 192 5.7511 3,606 239 1,200 1,687 21 
1,884 1,145 194 5,754 3,684 186 1,234 1,725 20 
1,887 1,122 ISO 5,716 3,6ll6 438 1,228 1,708 13 
1.887 1,121 19Ii 6,723 a,8M 318 l,lK 1,l18li ZO 

1,870 1.157 189 5,794 3,662 487 1,278 1,816 12 
1.87ti 1,200 194 6,971 3.640 490 1,338 1,882 10 
1,880 1,146 188 5.1>18 3,686 701 1,293 1,827 11 
1,876 1,1SO 185 5,007 3,688 706 1,3211 1,853 12 
1.ij77 1,110 ISO 6,881 3,670 '06 1,318 1,M.J 11 

1,888 1,286 183 5, ro4 3,698 707 1,359 1.917 10 
1,900 1,399 , 195 6,039 B,718 706 1.462 1,970 10 
1,900 1,358 191 5,986 3.730 705 1,470 1,979 9 
1,1103 1,330 292 6,000 3.m 661 1,437 1.009 0 
1,898 l,lIU 195 6,991 3,11' 692 1,1.31 1,969 10 

1,892 1,325 201 6,002 3,709 619 1.488 2,023 S 
1,897 1.446 207 6,147 3,728 502 1,506 2.03fi 7 
1,912 1, 462 203 6.2:l9 3.753 558 1,501 2.067 6 
1,915 1,428 lI01 6.230 3,788 528 1.497 2.041 7 
1,884, Uta 2ei 6,U2 3.144 67{ 1.&!J!i 2,042 7 

1,918 1,394 194 6.24li 3.786 467 1,463 2,071 6 
1.914 1,436 20Ii 6.223 3.800 454 1,486 2.032 6 
1,914 1.4tl8 198 6. BI9 3,892 488 1,517 2,038 5 
1,933 1.483 202 6, 299. 3,7!lO 437 I, i8il 2.054 6 
1,948 1,4M 296 6,329 3.779 416 I, Ui6 2,023 8 
I,t28 . 1,448 201 USI 8,781 '(2 1,lSO 2,90f. 8 

1,951 1,504 l'M 6,349 8,786 416 1,4g3 2,091 6 
1,976 1 • .127 208 6.436 3,768 395 1,636 2, 167 5 
1,950 l,lf11 199 6,326 3.796 621 1,487 2.041 6 
1,955 1,626 206 6,343 3,809 624 1,487 2,047 5 
1,918 1,513 Z05 8,3« 3.783 .u 1,501 2.072 5 

1,952 1.5<9 196 6,436 3.804 621 1,540 2, 181 10 
1,1166 1,620 2lJ7 6,497 3,815 620 l,f73 2.214 • 1,97'; 1,650 198 6.619 3.828 620 I,m 2, 229 .; 
1,994 1,673 197 6,';46 3,823 5112 1, li62 2,200 6 
1.D13 1,6:M 1" 8,560 3,818 613 1,570 ~,205 6 

2,051 1. 686 183 ~,530 3.811 592 1,!67 2,158 5 
2,&25 1.68Il 198 6.669 8,816 5!l2 1,478 2, 176 5 
2,035 1.627 191 8.622 3,800 571 l.o!!S 2,220 5 
2.D~7 1.613 191 6,001 3,849 001 1,438 2,187 5 

I 
2,063 1,639 205 6.646 8,851 644 1,498 2,176 6 
Z,OH I.S20 196 6,001 3,832 572 I,'" 2,183 6 

2, 104 1,592 198 6,6M 3.839 491 1,438 2,200 6 
2, 109 1,608 214 6,800 3,837 494 1,454 2,207 6 
2.114 1,543 216 6,775 8,819 492 1,450 2,20-1 7 
2,123 1.041 223 6,821 3,818 493 1.448 2,187 6 
3.112 1,571 213 6,7M 3,828 4" l,H9 2,%01 8 

213 1.910 1,492 217 6,810 3,807 494 1,461 2,230 1 
213 1.004 1,554 228 6,882 3,806 4Q5 1.481 2,234 ·• .. _·if 
217 1,901 1,~95 223 7,002 3,810 417 1,522 2,3116 
228 1,905 1.608 227 6,981 3,82fi 380 1,400 2.278 1 
275 1,868 1,592 221 6,988 3,827 378 1,524 2,260 2 
%:19 1. SlI8 1,589 m 6.932 •• 815 U3 1,"6 2,240 1 

281; 1,864 1.651 234 7,041 3.819 380 1.~16 2,325 2 
280 1,868 1,671 237 7,1~2 3,810 362 1,568 2.382 1 
28Q 1.863 1,669 226 7.092 3,792 344 1.061 2,315 2 
233 1,862 1,645 229 7,136 3,770 320 1.527 2,271 3 
2M 1.860 1,659 :19~ 7,103 3.197 354 t,543 2.3U 2 

289 1.855 1.68S 228 7,172 3,739 347 1,577 2, 335 2 

m 1.858 1.688 248 7,239 3.742 346 1,628 2, 355 

=1 
1,869 1.5g4 i 261 1,135 3.764 008 1.638 2,318 1 

1. 889 1 1,610 263 7,094 3,764 !)09 1,007 2.307 1 
1,868 I,G27 248 1,100 1,7';2 &77 1,613 2,329 1 

it' 
168' 

Date or month 

1934 
Jan. 3. 
Jan. 10. 
Jan. 17. 
Jon.24. 
JIm.31. 

Average. 
Feb.? 
Feb. 14. 
Feb. 21. 
}'eb.28. 

.berar;c. 
Mar.7. 
Mar. 14. 
Mar. 21. 
Mar. 28. 

Average. 
Apr. 4. 
Apr. 11. 
Apr.lB. 
Apr. 2.'3. 

Average. 
May 2. 
Mayy. 
May IS. 
IVhy23. 
May 30. 

Average. 
June 6. 
JWloI3. 
June 20. 
June 27. 

A.erare. 
July 4. 
July 11. 
July 18. 
July 26. 

Awerage. 
Aug.l. 
Aug.S. 
Aug.l';. 
Aug. 22-
Aug. 29 .• 

Av.r .. g~. 
Sept.5. 
S.pt.lZ. 
Sept. 19. 

8eX~ge. 
Oct.a. 
Oct. 10. 
Oct. 17. 
Oct. 24. 
Oct. 31. 

Aver&ge, 
Nov. 7. 
Nov. 14. 
Nov. 21. 
Nov.28. 

Average, 
Dec ••• 
Dec. 12. 
Dec. 19. 
Dec. 26. 

ATerage. 



164 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

BROKERS' LOANS 
No. 74.-LoANS TO BROKERS AND DEALERS, SECURED BY STOCKS AND BONDS, 

MADE BY REPORTING MEMBER BANKS IN NEW YORK CITY, BY WEE:tr:8 

[In mUUons of dollars] 

Demand and time loaDS Demand loans Tliiielo8D8 
For For For For For For 

10M own out- For own out- For Own out- For Total of· Total of· Total of· oth-, aG- town others Be- town others BC- town coont 
~J count 

~1 count 
~I 

era ------ -- ---- -- ----JaD.3 ________ 83' 700 119 9 677 «9 1\8 9 269 :019 1 0 Jan.lO. ______ 746 60S 132 • 481 341 131 • 26S 264 1 0 JaD.17 _______ '58 608 144 6 soo 369 143 6 258 258 1 0 Jan. 24 _______ 779 630 1'2 1 608 360 "1 
, 271 270 1 0 Jan.aL _____ .. 888 731 146 11 607 460 146 11 281 281 1 0 Feb. 7. _______ 896 7<1 14<1 • 616 '62 "s • 280 279 1 0 Feh.l4-______ 863 696 14. .8 5'6 m 148 8 27' 277 1 0 .Feb.2L ______ '00 70" 152 8 67' 516 161 8 276 275 1 0 Feb. 28 _______ 858 696 100 10 683 ill ". 10 275 27' 1 0 Mar. 1 _______ 

844 58. 160 5 66, 414 148 5 277 275 2 0 Mar.lf ______ 923 775 147 1 8M 608 146 1 ,.. 'JJl' 2 0 Mar.2L _____ 894 '46 I" 1 625 480 145 1 'JJl. 286 2 0 Mar. 28 ______ 886 735 14. 2 626 472 146 2 286 203 3 0 
Apr.'-. ______ 955 796 151 6 690 536 148 • 258 262 3 0 Apr.U _______ 1,002 842 155 5 746 ... 162 • 286 253 3 0 Apr.IS _______ 993 827 102 4 732 ... 159 • 261 258 3 0 Apr. 2IL ______ 948 786 154 8 fl83 524 161 8 258 26' 3 0 May 2 _______ .,. 802 163 • 706 637 160 9 258 258 3 0 MayO _______ 94' m 162 8 677 510 169 8 270 2/17 3 0 May 16 •• ____ 942 771 163 8 6" 66. 160 8 271 2/1' 3 0 May 23 ______ '05 735 163 1 618 '51 160 7 281 284 3 0 May 30 ______ ... 743 194 8 629 '.1 161 8 286 282 3 0 
lune 6. ______ 99' 826 164 8 678 ... 161 8 319 316 3 0 lune 13 _______ 1,011 84. 164 7 68. 512 1.1 7 ~" 328 3 0 lUD8 20 _______ 1,040 870 166 4 705 638 163 4 335 33' 3 0 lune'Il _______ 1,017 84' 166 • 681 514 163 • 336 333 3 0 
lnly4 ________ 1,069 8'6 16' • 734 663 165 • 335 333 2 0 luly 11 _______ 1,059 888 16' • 726 556 160 • 334 33. • 0 1ulyl8.. ______ 1.031 861 169 1 ... 530 16, 1 333 331 2 0 Jo1y25 _______ 1,008 838 169 1 630 512 16' 1 328 326 • 0 
A1Ig.L ______ 885 120 164 1 5" 392 160 1 332 328 • 0 
Aug. 8 _______ 027 606 160 1 596 34. 166 1 321 317 4 0 Aug. Ui ______ 821 668 152 1 604 ,.. 148 1 317 313 4 0 Aug.22 ______ 810 65' 152 1 406 347 148 1 314 310 • 0 Aug. 29 ______ 703 641 151 1 481 333 148 1 31' 308 3 0 
Sept.5 _______ m 61' 148 1 '13 387 14. 1 311 308 3 0 

~:~t t::::::: '96 65' 143 1 ." 359 14. 1 30' 302 3 0 
'46 ... 14 • 1 '00 31' 13' 1 .. , 202 3 0 Sept. 26 ______ 740 603 136 1 460 315 134 1 290 288 2 0 

Oct.a. _______ 725 690 134 1 '44 312 131 1 281 278 3 0 Oct. 10 _______ 725 593 131 1 .51 322 128 1 27' 271 3 0 Oct. 17 _______ 759 ... 13' 1 48' 358 130 1 27 • 288 2 0 Oct. 24 _______ 771 1136 13. 1 503 371 131 1 268 26' 3 0 Oct. 31 _______ ,.D 614 134 1 481 ... 131 1 288 258 3 0 
Nov. 7 _______ 71. 576 137 1 443 313 135 1 288 ... • 0 Nov. 14 _____ 707 668 138 1 442 300 135 1 268 26' 3 0 Nov. 21- _____ 7ll >7. 138 1 ... 309 135 1 268 ... 3 0 Nov. 28 ______ 718 5i6 141 1 45. 313 138 1 286 ... 3 0 
Dec. 5. _______ '8' 63. 142 1 521 381 139 1 261 258 3 0 Doo.12. ______ 778 633 144 I 519 376 142 1 ... 257 • 0 Dec. 19 _______ 805 658 • 46 • ... 402 14' • ... 266 3 0 Dec. 26 _______ 772 ... 144 2 616 372 "1 • 266 254 3 
Averages: 

802 65' 137 390 8 1 January ____ 8 ... 136 26' ... 0 February __ 889 731 ". 9 612 ... 148 • 277 27. 1 0 March _____ 886 736 148 • 616 '68 146 2 270 288 2 0 

te:.'::::::: .,5 813 156 • 713 655 1" • 26' 259 3 0 
936 ,65 163 8 660 492 160 8 27. m • 0 lune _______ 1,016 845 165 • 686 6\8 162 • 330 327 • • lu1y ___ . ___ . I,'" 871 168 3 709 540 166 3 333 331 • 0 

Augost ••••• 827 670 166 1 50S ,.. 152 1 31. 315 • 0 
September. 776 633 14. 1 ". 336 139 1 300 2lT1 • 0 
October __ ._ '46 612 133 1 '" 343 130 1 272 ... • 0 
November. 713 573 139 1 44' 310 136 1 286 ... 3 0 
December._ 184 ... '" 1 '25 383 '" 1 ... 266 3 0 

I Member and nonmember bankJ outside New York City (domestic banD only); Includes untuoWQ 
amount tor customers of these ban1c!J. 

Bad: Jlguru.-S .. Annual Report for 11133 (table 92). 



BROKERS' LOANS 

No. 75.-BaoKERs· BORaOWINGS, 1933-34 

(Net borrowiDgson oollateralin New York Oity as reported by Dl8mbers oUbe New York Stock ExohaDge] 

[In millions of 0101 .... 1 

On cIemand and on time On demand On time 

From From From From From hom New r~ New ~vate New 
Date .:~ York ..... York ~v.te 

Total brokers. Total - brokers. Total banks, .... 
end = end Ioreign trust ~=g trust trust - oom· 

com ... agen- - compa- ageD- panl ... 
ageD~ 

nies cleO,e ... nles oies,etc. etc_ eies.etc. 

----------------
11133 

1811.31. ________ ... 270 .. ... 166 .. 1", 103 1 
Feb.2I!. _______ 360 208 02 .,. 102 01 137 "6 • Mar.Sl. ________ 3ll 247 '" ... ... 53 103 102 1 

tF.. ~~:::::::: '22 368 .. '1111 157 56 11. III • 520 48' 68 398 .32 67 130 129 1 
June 30. ________ 780 ... .. 533 '98 .. 107 .96 1 July 3L ________ 9'6 822 94 679 590 .. <137 232 • Aug.SI _________ 9.7 94. 76 ... 50S 71 283 278 • Sept. 80 _________ 807 806 91 6 .. 53. .. 272 27~ 1 
Oct.S!.. ________ 776 706 70 • 15 ... 70 261 26 • --------i Nov. 30 ________ • 1811 71' 77 ... '68 76 24. ... Dec. 30 ________ ... 776 .. 59Il ... .. 247 247 --.------

'924 1811.31. _________ ... 839 .. 627 50S .. 276 276 --------i Feb. 28 __________ ... ... 76 657 582 7 • 281 280 
Mar.8lo ________ .8. 873 108 71' 606 108 267 267 --------i 
tF.y!IL::::::: I.'" 973 U6 812 697 11. 276 276 

1.016 .12 1'" 722 6" 103 .... 293 1 June 30 _______ 1.082 980 102 740 63' 101 342 3 .. 1 
JulySI. __ ..: ______ ... ... 7' 688 618 '0 335 3" 

, 
Aug. 31. ________ 81, 803 71 646 481 t 329 3" 7 
Sept. :m _________ 832 769 62 53' '12 300 297 3 
Oct.Sl. _________ ErZI 761 .. ... ... ·63 281 271 3 Nov. 30. ________ 831 '66 .. ... 496 63 273 270 • Deo.3L. __ ....... __ 880 813 67 616 663 63 2M 260 • 

Btld figuru.-8ee Annual Report tor 1933 (table Ua). 

BANKERS' ACCEPTANCES AND COMMERCIAL PAPER 
OUTSTANDING 

No. 'l6.-DoLLAB BANKERS' ACCEPTANCES AND COMMERCIAL PAPER OUTSTAND
ING, 1928--34 

[In mUllons of dollars) 

, Dollar bankers' acceptances outstanding I Oommercial paper outstanding I 
Eudof 
montb 

1928 .929 1980 1031 103' 1933 1934 19 .. 19" '030 1931 1932 1933 103' 

------------ - - - - - - -
January. ______ 1.068 1.279 1,693 1.520 961 191 771 677 '07 404 321 108 85 1 

::~~:::::: ~068 •• 228 1,624 1,520 9.9 704 '69 567 411 '51 '15 103 .. 111 
1.065 1.206 1,539 1,467 9U 611 686 .70 '81 520 3U 106 12 133 April. _________ 1.~1 1,111 1.tl~ '.422 819 697 013 671 3" 663 307 108 54 139 

08 

Ma.y ___________ 
1,041 1,107 1.382 1,413 787 ... 56. 641 3", 641 .05 III 60 1<' JUD6... _________ I,m 1.113 1,305 1,.68 747 681 53' 603 27. 627 "2 103 73 101 July ___________ 1,127 1,300 1.228 '66 738 616 '83 26. 628 ... 100 97 108 August. _______ 9.2 1,201 1.339 1.090 68' ... '20 '68 26, .26 271 108 107· 188 

September _____ 1.004 1,272 1,381 ... ... 716 53' 430 266 613 248 110 123 19' October ________ 1,123 1,611 1 .... 1,040 ... 737 662 427 285 486 210 113 130 188 Novembel _____ 1.200 1 .... 1,671 '.002 '20 768 '61 421 .. 6 448 11. 110 133 118 D6CI8lDber _____ 1 .... 1,732 1 .... 97' 710 764 ... '33 33, '58 U8 81 109 166 

I Dollar acceptances: 8gures collected and compUed by American Acceptance Council. 
ur::~=t~~~ ~:OF=~::u~:r~8:~~ paper sold!n the opon market. I;lg. 

Back Jiaura.-8ee Annual Report Cor 1930 (table 60). 
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No. 77.-DoLLAB BAHDM' AOCEPTANCES HELD BY GROUP or AOOEl"I'INO 
BANU, 1927-34 

lID I_nell! oCdon ... 1 

EDdofmontb 1927 1828 1m 11130 1981 1982 1m 19M 

~ ~ ------
~~7::::::::::: II<,IlIlT 

~= 
N.246 lI2O.487 OIl.'''' 83UII Me, 2'14 Me. 11M 

1es,48a BD,Oao 18>,930 640,648 842.807 326,007 5:5 MonIb-.:._ .•••.. 104.486 9V,0&8 117.taO 'l~= 472,246 877.200 1111,_ 

~:::::::::::::: 
lII.m e.807 96,129 410,210 ~::t 4IM .... 

::::~ 68.183 81.8911 166,611 464.163 .504:,gg~ 6O?',3CM 

Ik= 84,:t84 2115,110 .... 11. 617.647 "".201 47V,7S1 
loJy •• __ •••••••••• .... 12 "'083 178,842 .... 034 1&2,011 162,148 .", ... 
~::~:::::: 

132,890 10,831 82,3'8 167.337 ""'.469 673, 737 4fX1,444 482,606 
103,m 12,187 70,7t1 310,678 ..... 8111 l73.lMO 6tT.Wl _182 
l1o,m 43.111 128.tla 31M, 173 ZIO,407 ".., .... 692,1" 61.5._ Novembtr_ .. ~ ____ • __ 116,918 10,84' 244,463 493.002 2lI8.1Bl .... 5>3 6D!I.077 IU6,829 D_ ........ _ 10<. ... 7,8<2 191,061 371.462 .... 092 003.8118 ...... , .... 7311 

NO'l'S.-Bauks Included are those whJch report to ibe American AcoeptaDee COUDo)lj Ilgurlll Include 
_ ..... __ and __ IoDeos_. 

Bu.t_ ... -8ee Annual Report Cor 1983 (table 89). 

BANK DEBITS 
No. 78.-DtlB1'I'II TO INDIVIDUAL Acco1JN'l'8, BY BAN"" IN 141 PRINCIPAL 

CITIES, BY MONTBS, 1925-34 

lID mIIlIono 0/_1 

M ... 1b II12II I '1l12li 1 11137 I 1D38 I -I 1lIIIO I 11131 ! _1 1m I 1m 

TOTAL, 141 CITIBB 

lBDU8I'Y ____ .. ____ . 4D,D8I 1f.1 .. st71o' .... -82.814 <10,423 ...... 33, .... :If,460 'Z1.221 
Pebraa<7 ......... f1.1517 .... 18 43,220 ..... 70,777 62,821 ","'1 71.261 "'t,rr' 26.011 March .. __ • _____ •• 47,1523 e .... 58 • .518 70,833 83.624 eo. 723 .1.011 ::= 29,685 

!i~:::::::::::: 
44,8118 61.&17 es,683 81.003 74,'''' .~ ... ... 440 33,828 31.231 ....... 43,020 11<,143 1~418 ,.. ... 61,811 43,930 26,411 2.>,481 28,767 
{S.Gal 60.662 66,820 72,(81 ;;::1 82,312 f.'j.m '11,103 29.111 3O.lf2 

July ............ _ 47.037 10,'" 62,68. 33,D81 62,744 89.~1 211.239 ai, 232 'rI, 76~ 
A .......... : .... _ 43,184 t7.011 12,7V3 ... "" 77.844 46,093 84,027 28,2IIi 28,"1 2.>,1OIl 

~f=~:::::::: ... :t84 fe.OM "'7110 63,178 TT,1S11 43,636 ".700 28,1101 ....... ...... 
52,958 '~636 69.201 72,894 28,12'1 64.460 38.803 28,20" ".3111 26,7.50 NOV8IDber ••• _____ 43,341 ".3M 17.0lIl n.m 82,000 42,178 211 ..... 20,7'" :If, 131 24,7(4 

Deoem ............ .... 17.070 06,441 82,_ 46,733 62,1lI7 ... -28,7S1 26,301 30..16 

Total ....... 670,01lI0 10'1 .... '72,861 

_4011 
0311,027 MI.'" 481,167 ~ ... '_700 Bal.Ra7 

140 CITIES (EXCLUDING NEW YORK CITY) 

Janu.ry ..... ___ .... 32,301 23.tI01 33 .... 25,001 26,00' 26,691 21,tIff1 It: 12,003 la,lVS ,,_ ......... 
18.50 20,102 20,781 21.188 :If,489 21 .... 17." 10,<01 11.764 

Marob_ ......... 21 •• 23,<68 ....... 28,8<7 ...... .... 10,421 ".'/21) (') U,0I7 

tr.i'::::::::::::: 2O,61a 32,63' 28,676 26,336 26,7iO M.a16 UI.820 1(,8811 10,fil6 1 .. 373 
20,417 21.M9 32,873 ... "" ...... :If, 388 lB,8118 12,''''' II,'" "'105 JUIII _____ ...... __ .... 2l.7V3 32,481 23,81# ... -...... :If,121 10 •• 12,001 12,1108 1 ... 7M 

Jul,. •• ___ ..... __ ..... 21.1180 23.300 32,1132 23.807 28,4118 zr,IU lB .... 12,611 13,878 l3.910 
A ................. ... -20,773 32,048 23,401 • a10 20, .. 1 16.626 11,750 12,378 13,421 
8ePt.ember __ ...... 20,8111 2l.8311 23,381 :If,'" 71,274 2l.253 ... .., 1~'16'7 12,2IIi 12,888 
O$ber ............ ".039 23,780 26,IU 27.7U5 32,202 33.0711 l8,136 12, 3M U,027 14,_ 
November_._ ...... 21,867 21.693 23,801 28,880 28,'" 19.688 14.606 ro ..... 1~D2'/ 13.'" - ........ ... 0lIl :If,'" 28,'" ...... ",IIOZ 28,107 17.112 1,,820 l8,281 16,7GII 

Total ••• _ ..... ...... 1 ....800 382,308 808, 193 331.938 m,a17 217,621 111<,401 , 1J4. 267 usa,_ 
-
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BANK SUSPENSIONS 

No. 7t.-BANl<S SUBP"NDED AND RBOPENBD, BY YEARS, 1921~2 I 

~~OD~:(~~~~~~o:~~_~~:::mo:,~~e:::::r 
suspension or IUI&l8St call dateJ 

[AmouuIBIn _cis of d.Darsl 

BUlb suspended. BanD reopened 
Class of bank and year 

Number Capital Deposits Number Depoaitl 
---------

AllbRnks: 
SOli 28,'" 172,188 0'/ 24,437 
387 14,"" 113,013 118 46,"" ... 21,367 149.601 .. 17,348 
77. 28,432 210.161 111 81,623 
"8 24,'54 187,15,5.5 81 ",03' 

1921 _____ ~ __________________________ ' 
1922..-_______________________________ _ 
1923 ____________________________ _ 
l~ _____________________________ _ 
1925.. ________________________________ _ .,. 33,482 "'.378 162 ".'" ... . 26,371 199,329 1211 43,144 ... 10,909 142,'" .. "'666 ... 33,432 230,643 •• 28,'" 

1,3.52 111,791 .... 363 1 .. 63,013 ..... 21>7.965 1,690,'" .,. 167,169 

1926~ _______________________________ _ 
1927 ________________________________ _ 
1928 _________________________________ _ 
1929 _________________________________ _ 
1930 _________________________________ _ 
1931 ________________________________ _ 

1 .... 108,"" 716, G26 290 ~6.1{K =--------------,------------------ -"""":;;.+--;~,,;_I-....,...;27.;;..J--..-7.TI____;;~ TotaL ______________________________ ~ 653,245 1.885,126 1,61f 792,3Of 

Memberbanb: 
1921_________________________________ 71 '6,223 38,lfO 10 2,669 
1922.._________________________________ 62 4.356 7(,310 7( l1,ZJO 

=:::::::::::::::::::::::::::::::::: ~ Ig:Xa~~:: t: ~m 
1926.._________________________________ 1046 9,940 86,407 10 8,766 
192111.________________________________ 1.58 S. 1M fIT, fM If 7,616 1927 _~_:_______________________________ 122 7,889 63. f89 10 6,. 959 
1928-_______________________________ 13 6, 126 f6. 730 fj 6,97f 
1929___________________________________ 81 7,075 68,073 6 1.910 1930__________________________________ 188 60,610 372,846 6 3,053 
UJ31_________________________________ 516 83,761 733., 128 81 .52,470 

1~~::::::::::=:::::=:::=:::::::::I~ ~: 1,:::: ~ 1!~:: 
NonmemberbaDb: ---------------

1921-.._______________________________ fM 18.509 134,(K8 87 21,788 

t~::::::::::::::::::::::::::::::::: :: t~:~ 1~~ n ~~ 
~::::::::::::::::::::::::::::::::::: ~~ t~~~ t~~ ;~ ::~~ 
1928__________________________________ 818 26,288 UI2,914 148 52,«6 
1927___________________________________ 647 17,482 136,840 119 36,185 
1921"--________________________________ 426 14. 784 96.850 48 16,.581 
102L_________________________________ 678 26,357 172.670 M 26,676 1930__________________________________ 1, 1M 61,281 f80.618 168 69,960 
U~3L _________________________ .______ 1,718 124, 204 957,641 246 104,689 
1982--____ .___________________________ 1,126 63, 745 «6,323 238 204,528 

Total ___________________________ •••• --s:786~~-r,4ll~ 

(t!~~0i)~3bt;,~~b:ks~ci~=:t~b.I!~k'!~0':'_1~~~ft!g~M~,eport tor 1933 , 

No.' 8O.-BANIt SUSPENSIONS, 1921-32: NUMBER, CLASSIPIED ACCORDING TO 
CAPITAL STOCK: AND SIZE 01' COMMUNITY 1 

Banks bavln&: oapltalatoct 01-
Number 
.r .... 

pens1.118 
Banks In places with populatlon.~ 

Less than 500.. _______ .~ _________________ _ 
600 to l,()(KL ___________________________ ._ 
1,000 to 2,600 ___________________________ _ 
2,600 to 5,000 ___________________________ _ 
6,000 to 10,000 __________________________ _ 
10,000 to 26,000 ____ .. _____________ .. ______ _ 
26,000 and OVel ________________________ _ 

Total _____________________ • _____ .. _ 

Number 
olsl1&

pe!IS\oDs 

a,m ..... ..... 
03. ... .,. ... ...... 

l~~Ddlng data by yean and. ... of banks appear In t.be Annual Report l~,r l~ (tables 

~t!l .oJ· 
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No. St.-BANKS SUSPENDED, BY DISTr~~3S AND BY STATES, JAN. 1 TO MAR. 15, 

[Banks closed OD account of flnlUlclal dlmcuIties by order of supervisorY authorities or by tllieotora ot the 
bank:. Figures or suspensions include bankJ mbsequently reopeD6d] . 

Number or banks Deposits' (in thousands or dollars) 

Federal Reserve distrlet I---;;---;---;---I"---..".--~---,--
and State 1 

Total tI~:-aI 
State Non
mem· mem· 
ber ber 

Total National m':t:er m~:ber 
banks banks banks 

------1-- --------------

""-----:~~;;;;;;;;;;;; -----~- ----l iiiiiili -----~- --lm- ---ifm" iiiiiiilli --""fill 
111 12 8 96 42, 1M 6,058 4,092 32, 686 
93 10 14 6D 36,728 7, 228 16, 044 14, 4h8 
39 6 1 32 11,401 3.367 109 7,925 83 13 _,o_ .. ___ 70 16.512 2, 001 _________ • 18.821 
8 2 _,o______ (I 2.007 1.137 __________ 1.860 

39 6 " 29 42,218 12, 161 1.837 28,220 ---- ----- ---------Total. _______________ _ ... 66 23 '60 216,841 73,183 21,742 1~.16 

= 
STAtB 

Mtddle Atlantic: New YorL. ___________ _ 
New Jersey ____________ _ 
Pennsylvanla.. _________ _ 

12 3 1 8 7.!06 2,610 660 '.221 • • -------- 1 16,478 14,198 ---------- ~:~ 3 1 -------- 2 2,762 ... ----------
Eas : 

Mlchigan ____ ::::::::: Wisconsin _____________ _ 

8 ------i- ------i- 8 1,172 ------266- ----3;000- J,172 
23 20 1."7 ..... 
47 • 1 37 'Z1,421 •• 486 '08 20,6Z1 
1. • 1 If 7,582 1,183 ... 6.7Ui 
18 3 -------- 1. 7,267 ..... ..--------- .. ... 

West North Central: Minnesota __ ~ __ ~ _______ _ 
Iowa __________________ _ 
M .... uzL _____________ _ 
NOl'th Dakota _________ _ 
South Dakota _________ _ 
Nebraska ______________ _ 
Kan.<I8S ________________ _ 

19 3 -------- 1& ..... m --.----_.- .,17(, 
28 • -----if 26 4,336 30. ---i4;iiB- 3,973 .. S <0 26,466 ..... 8,~: 
1 ------i- ____ MOO. 1 '13 ------i03- ----------• -------- • ... .-------.- ... 

04 7 -------- ZT "'<0 ..... ---------- 4,:m 
30 3 -------- 37 6,315 283 _ ___ pO_MO. 6.03' 

South Atlantic: 

~1:rJi~~-cOiiiWbia::: Vlrginia _______________ _ 
WestVirginia _________ _ 
North Csrolina. _______ _ 
South Carolina ________ _ 

Eas~sg~~ceniial:--------
Kentucky _____________ _ 
Tennessee _____________ _ 
AlabamtL _____________ _ 

WesrB~~~~ii8i:-------Arkansas ______________ _ 
:Louislana _____________ _ 
OklaboIDa-____________ _ 
Texas _________________ _ 

S • -------- 2 '.2110 m ---------- 3,1J17 

• 1 -------- ------i- 10,117 10,117 ._-.------ ------'85 • -------- -------- '86 ---------- ----------• ------i- ----_.-- • 1,14& ------400- ---------- 1,140 
11 -------- 1D 3.822 -----_ .. -- 3,422 

• 1 -------- 3 1,895 ... .... -----. 1.307 

• -------- -------- 2 ... ---------- ---------- ... 
• -----T -------- • ... ---ro;OO2- ---------- ... 
•• -------- 1& 13. ... ------_._- 2.60. 

• ------i- -----'1 • ... ------iDi- ------026- ... 
8 6 ..... 1,061 

--.... ---- --.----- 1.134 ---------- ----~----~ 
•• 134 

-----~~- ---~.---
2.323 ---------- ------_ .. - 2.323 

------i- -------- ... ---i;ii7" ---------- ... 
--_.---- 1,746 .--------- 008 

Mountain: Montana ______________ _ 
Idaho _________________ _ 

~o=~~:::::::::::::: Arizona ________ -____ ---

PacifIc: Washington ___________ _ 

g:;n\~:::::::::::::: 

1 7 2,81{ .00 .. ..,. 
1 6 ... 367 ... 

------8- -.------

il 
•• ------6;9- ---------. •• 

----.~--
.. ..., .... _ .. _-. 788 

--_.---- -------- ... --------.- ------_ .. - ... 
7 • 3.370 1.3& ..... 
• 3 • OSO f77 .. .... 

•• I ---_.-- MoM7 11 •• ----.. --~. 26,J63 

: ~~~~ =~~'!r~~ ~~cn:, ~:Of suspension, and deposits of DOnmember banD 
are based on thelatest dam aVa.lIal:' at the time 01 the report of closing or the banks. 



BANK SUSPENSIONS Hill 

No. SZ.-LICENSED BAND SUBPENDED, BY DISTRICTS AND BY STATES, IN 1933 
AND 1934' 

Mar. 16 to Dec. 31, 1933 Year 1934 

Number or banks Deposits· (In thoUlllDds of 
Federal Reseno district 

and State' 
dollan) 

I--or---,----+--;;;------;---I ~m:i ~~: .. 
banD' :~h~)r Total 

Totat ____________ ~____ 179 

IlTAU 

New England: Maine.. ________________ _ 
COnnectlcut _____ "-_____ _ 

Kiddle Atlantic: 
New YorL___________ 2 
New Iersey____________ a 

Eal~lCs:~:-------- ------.-Ohio___________________ iii 
Indiana________________ 22 
DJlnois________________ 8 

~~::::::::::::: : 
West North Central: Minnesota.. ____________ _ 

Iowa __________________ _ 

MI •• ourL ••••••••.•.••• North Dakota. ________ _ 
Soutb Dakota _________ _ 
Nebraska.. ... ___________ _ 

Mem- Non. 
ber' u::-

15 

4 

" 8 
2 
4 

Tolal 

,.. .... ..... 
10,310 .. '" 

Mem- Non-
her member 

baDkI' ba0.k8 

--~--I-

879 

......................... .. ..................... . 
9.431 
9,134 

7.050 
22,114 
1,172 

I=:~ 1.:: 
k::: ·",;.ii· 
1 .... 

1,878 
12,901 
1.383 

<75 
I .... 

8 ,. 
2 
1 

722 
21g:~ 

'8 
714 

314 
29' 

3'~J 
"345 

"" 1,675 

• 

1 1 631 Gal __________________ _ 
7 7 .,047 .(,0(7 2 467 19 19 12. 362 l2.352 __________________ _ 

Eas~~t~~:::::::: ------~- :::::::: ------~- -----~!~- ::::::::: ------~!?- -------r -------M: 
~=::::::::::::::: l.g~ llg~ _______ ~ _________ ~ 
Alab8lIl.a_______________ 2 200 200 __________________ _ 

w8lr~~~imi;------- 1 163 153 __________________ _ 

t~::a=::::::::::::: ~ J 22.= 799 22,~~ ::::::::: ::::::::::. 
Ml~~~:::::::::::::: 1~ ------r .g ~~ ---;~- ~:n~ _______ ~ _________ ~~ 

~~~::::::::::: ------i- = -----,21- :: _______ ~ _________ ~~ 
~~--------_-_------- 1 ~~ 3,821 ti: ::::::::: :::::::::: 

~::~_~:::::::::::: ~ :::::::: 1.:: 1,~ :::::::::: ::::::::: :::::::::: 
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No. 83.-NoNLICENBED BANKS PLACED IN LIQUIDATION OR RmCEIVERSHIP, 
BY DISTRICTS AND BY STATES, MAR. 16 TO DEC. 31, 1933 1 

Federal Reserve district 
andSta.te 

])I8'1'BlC':r Boston •• __________________ _ 

A tB-____ ::::::::::::::: 

~~~::::::::::::::::::: 

=-~~:-:::::::::::::: San Franclsoo _____________ _ 
TotaL ______________ _ 

S'U'fB 

New Eng!8.1ld: MaiIIe _________________ _ 

~~~~:::::::: MassaohusettB-______ _ 
COnnectiaut ___________ _ 

MIddle Atlantic: 
New York.._aa _____ a._a 
New Jersey ____________ _ 

E88r~D:Ahl~:_ii:--------

west ort 8i:-------Minnesota... __________ _ 
lowa _______ a __________ _ 

MIssouri _______ a ______ _ 

North DakotL ________ _ 
Booth Dakota _________ _ 
Nebraska.. _____________ _ 
Kansas ________________ _ 

Booth Atlantic: Delaware _____________ _ 

~.:g~~~h)~iiiiibia::: 
V 

Nwnber or banks 
N .. Stata Non-

Total tionBl mom· mem-

-- --~ her 

3. 2D • 6 
49 33 1 10 3. 22 1 • 116 61 '3 .1 
78 33 • 33 .. 18 3 38 

336 ... 8 189 
87 20 7 60 

121 2D 3 8D 
117 33 1 83 .. .1 • 16 
48 16 6 26 

1,121 484 . .,. 61' 

14 • • 11 

11 ________ 3 
4 ____ poP. _______ _ 

7 ________ 2 
7 3 1 

1 
1 _______ _ 

38 
20 
60 

Z1 1 10 20 _______________ _ 
3D 1 20 .. 

61 
120 
48 
70 

61 
8S 
36 
17 
17 
49 '1 

2D 3 24 _______ _ 

•• 1 
2< 7 12 _______ _ 

13 1 39 _______ _ 
6 3 6 ____ pop. · --------
• 1 
8 _______ _ 

1~ -----ii- --ow-or 
9 2 _______ _ 

14 7 1 
14 9 1 
13 6 1 11 3 _______ _ 
7 2 _______ _ 
7 1 1 

16 8 ____ ':':,.. __ 
14 6 ___ .. __ _ 
14 8 • __ " __ 0 · . --------
14 
18 .. 
36 

• • 3 2 8 _______ _ 
19 • 

33 
37 
67 
17 
68 ., 
•• 27 
11 
13 .. .. 

7 
13 
18 .. 

6 4 2 _______ _ 
7 1 ____ pow. 8 :'I ______ 0. ________ 2 

13 9 ________ 4 
1 1 ___ io ___ _______ _ 
a 1 ________ 2 
a 1 2 

12 " ___ a ___ _ 

14 3 3 
10 8 2 

DepOSits I (In thousandS of doUarl~ 

National S~Non:-
Total bauka member member 

--- ---~ bank. 

106,735 83,2D3 32,M2 19.910 

1».~ 67,439 '.'" 6,876 
16,616 ... 10,786 

4.36,930 ...... 846.603 M.M1 
161,180 49 .... 48.162 ea,432 
148,644 17,892 Ill. 4tH 19,201 
731.742 617.749 .... 1 • 73.078 
61.082 13.669 36.111 12.m 
22,716 11,123 976 10,617 
48,330 2D.066 112 19,160 
6,288 3,781 326 2,181 

38,896 32,101 3.360 3 .... 

1.867.836 966,676 624, ... 277.006 

49.208 33,749 ---_.----- 16.4&9 
"071 4,071 .--------- ----..-339 7.831 6,49, ---ii:i75-".438 9,891 2,172 
1,187 ~ 187 -----_ .. -

65,811 64,1513 4,'" 6,876 
16,'" 16, ... -----m- ---23;778 71.936 46,706 

386,484 2D,636 .... 603 18,3415 
",43' 43,622 ------iig- 6.810 
78 .... 34.'" 44,323 

667,oro 622,.61 "'797 ,,97' 
21,103 9.682 ---------- 1l.~1 

8 .... ..... 118 6,'" ....... 12,133 
---i6,-~7a" 

14.421 
M .... 26,690 U.176 
6,'" .. "'" ____ po_po· 1,346 
2,811 D37 ------iii- 1,674 6,". 1,102 6,776 
3,162 1,703 ----_ .. --- I."" 
". ---io;0i5- ---30;642- '" 61.671 ".900 

24,674 U,418 ---i5;02i" ..... ...... ... "" 1.708 
11.306 ,,061 us 3.136 
31.430 5,23. 2,381 23.817 
10.671 ..... ---------- '."" 2,'" 1 .. ------579- 2,"'-' 

1,471 127 766 

.. 786 3,431 ---------- 1.:= 
12,417 11,1522 .. _---_._. ..... 3,106 -----_._-- 1,100 ..... ..... --_.------ .. ... 
20,113 266 ...... 1,31' 

119,364 ... 110.872 ,,097 
6,'" ..... ---.-----~ 

l,~75 
6,270 ..... 326 1 .... 

2,089 .. Zll ... -·----m 1,480 .., _a ___ ._··· 
2<1 .-.-.. ---- ----_ .. --- 2<1 

3.&11 "285 -_._---_.- 326 
811 811 -_.--_ .. -- -----431 
778 au ------i7i-
860 ... ..... " ... a··-i;'Sii" 710 ...... ..... ,,21!0 

.... 1 22,97, .. 268 alB 



BANK SUSPENSIONS 

No. 84:.-NONLICENSED BANK.S PIlCED IN LIQUIDA.TION OB RECEIVERSHIP, BY 
• DIsTRICTS AND BY STATES, IN 1934 • 

Number of banks Deposits I (In *housandB of dollars) 
P'eden>llleser>o dlstrlct 1--';':'::=~=::"'-N-I-::'==T.:""':=---T--:S-.... --=r::N~ 

and State S Total Na- :: m:: Total N~_t.!.~ member me:ter 
........ Baoton ______________ _ 

New york.. ______________ _ 
Pb1ladelpbla.-_______ _ 
Cleveland. ____________ _ 
Rlcbmolld-... _________ _ 
Atl!'nta.. ____________ _ 

14 
37 
T1 ,.. .. 
40 ... 

11' 
'ZI 

IZ1 
17 
31 

Uonal b6r. ber ~ banks banks 

12 1 36 _______ _ .. . 
OS • 
22 _____ • __ 
17 2 
7< • 
., 1 
:H _______ _ 
34 __ ... ____ _ · --------.. 1 

1 13,66S 
1 62,'" 

17 145,461 
tI8 160,434 

r: =:= 
178 9&258 
82 ae,B4:i 
3 13,61& 

, ~~t 
10 1l.6M 

10,038 2,,,, 
61,894. _________ • 

::= It= IU,07& ____ • ___ • 
12,83. 12, 70S 
00,828 8.809 
20,"'" 182 13,847 _________ • 
1 .. 861 ___ • ___ ._. 

kl: ------iM-

1,184 
8M 

"'494 73,100 
10,621 
~ ... 

28,619 18.=: 
11,400 
1 .... 
".61 

Tola'--______________ o'z/ BIll ' .. 506 824.921 890.218 89,492 "195,211 ... "" 
New England: MaiDe ________________ _ 

~~~:.:::::: 
Massaebusetts ________ _ 
Rhode :W8JltL ________ _ 

blo __________________ _ 
lodiluuL.. _________ ~ ___ _ 
IIllnoIs ______________ _ 

~=::::::::::::: 
West North Centnl: MInDeoo .... __________ _ 

1oWL-______________ _ 
MfssourL ____________ _ 
North Dakota ________ _ 
South Dakota ________ _ 
Nebra.sk:a.. ____________ _ 

~~::::::::::=::: 
Rut South Central: 

~n:=:::::::::=:: A18.bama.. ___________ _ 

w .. r=·6'!i,tr.ii:------
t;=:~:::::::~.::: Oklahoma. ____________ _ TwoL.. _______________ _ 

Mountain: 

~:=::.::::::: 
Paclll¢ 

8~::::::::_::: 

• 1 
a • '. 

22 
22 

126 

74 .. .. 
76 .. 
• 103 8. 
2 
2 .. 

10 

4- ____ • _________ _ 
1 ____________ .. __ 
3 _______________ _ 
-It _____ .. __ 1 

1 _____ .. _ .. 

22 _____________ .. __ 
21 _______ ' 1 

.. • 37 

22 • .. 
If, 2 Z1 M _______________ _ 
19 Ii .52 3) ____ .___ 22 

9 _ .. _____________ _ 
16 2 86 .5 ________ 78 
2 __ .. ____________ _ 
2 _______________ _ 

11 ________ 68 
9 ________ 1 

9 4- ________ 5 
4- 1 ________ 3 
6 Ii ________ 1 
9 9 _______________ _ 

111 4- ________ 16 
3 1 ________ 2 
4 f, ____________ • __ _ 
7 8 ___ a_AM. 4: 

10 II _____ .. __ 1 
,. 4- ________ 1 

If 2 1 U 2 ____ a_a. _____ .__ :r 

18 ,. 
22 
12 

• 1 
• 1 · --------8 _______ _ 

,. 
7 ,. 
• 

1 1 _______________ _ 
10 7 _ 3 
II 4 _______ _ 
8 • 1 

18 10 

..... 
1.302 ..... ".78 .... , 

33 .... ".m 227."" 
70.971 

~:m 
n:~ 
~800 

23,866 
17,J68 ... 

804 
11,004 '.207 

11,6112 
8,400 
~883 
6,107 
6.014 ,,100 
1,301 
8,616 

t~ 
6,163 
1 .... . .... ...... 
tr,: 

130 
3,283 

1.982 ..... 
7 .... 

8,36111 ____________ .. _____ _ 
1,802 ___ .. ___ • __________ _ 2,023 __________________ _ 

2.444 __________ 1,1M 2,'" ________ _ 

~ ... ----------.--------22, 919 a64 
1...... 12,483 70 .... 

27,602 2,400 Q,Ot19 
10.... 5,0114 "717 
~:~ ----2;007- ----6;898 
12,042 __________ ..... 

~:: ----i.-moO ..... ·ii:Mi 
2,,2< __________ ... 444 

690 __________________ _ 804 __________________ _ 
.. ..., _________ .. 81< 
a,901 _________ • 300 

2,800 __________ 2, 792 
2,'" __________ '.006 
.. 248 __________ tao 

t:= ::::::::::----i:f~ 
~=----------------w 
<,268 __________ OM 

I,m ------60r lI,m 
_________ ..... ________ 1,24;1 

619 182 2.633 
6,448 12, 261 1,967 

~: ~~= ::::::::: I, = 
180 __ • ______ • _ .. ______ _ 

B, 0S3 _ .. ________ 200 

1,8M _______ ••• 629 
I, f,68 369 897 
8.613 _____ •• ___ 3,835 
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No. SS.-NUMBER OF BANKS LICENSED AND NOT LICENSED, BY DISTRICTS AND 
BY STATES, ON APR, 12, 1933 

Federal Reserve district 
and State Total 

Ltcensed 

National m~:t'er ri::b-er 
banks banks banks 1 

Total 

--~--!-- --------
.00 283 23 160 110 

.--_._--------- ,.. M' ,134 319 161 
829 629 67 243 136 

1,051 41' 68 677 331 

--------------- 867 269 29 679 27' 
-------------- 08' 237 33 71' 131 

--------------- 1,498 376 87 1,000 1.491 

--------------- 1,393 273 4S 1.072 430 
.---.---------- 1,080 ... 3. 6 .. .., 

1,898 080 26 1,207 '" -------_._----- 1,049 ... .. 617 70 

--------"---- 71' 202 --"- "'" 160 

TotaL ________________ 12.tl19 -to 789 636 7,394 ".11M 

BrATS 

60 24 26 20 ,. 48 13 6 
28 28 ----a-is - ---a-oaf " 2M 127 29 
21 10 • 8 I 

132 56 2 ,. • 
706 395 82 m lOS ... "" " 101 ,. 
0" ... " 291 '17 

561 296 .. 33' 2M 
422 1M • 8It .17 

M' 227 .7 382 ." 246 48 40 168 290 
290 82 • 108 481 

M ta ••••• : •••••.. 470 108 • 270 28' 
Iowa ___ • __ ._ .... _______ 323 81 16 227 468 
Missoorl _______________ 629 82 36 603 182 
North Dakota.. _________ 168 67 ------jo- 101 " South Dakota __________ 20. M 131 .1 
Nebraska ______________ 375 129 • 243 I" 
Kansas ______________ • __ 761 108 0 667 .. 

South Atlantic: Delaware _______________ 48 16 4 26 3 
Maryland _____________ . 93 32 • 57 67 

olumbi6 ___ 29 8 ------jo- I' 13 
326 n. 197 34 
167 69 10 08 40 
18. .. 4 14" 6' 

eorgia _________ ::::::: 
100 I' • .., 20 ,.. 48 .1 197 13 

Florida.. ________________ 13. .. • .. .. 
East Soutb Central: Kontucky ______________ 407 M 31S .. 

Tennessee ______________ 322 66 2M 29 
Alabama _______________ 109 .. 7 126 32 

wes~~ci~P8!n~i:------- 160 21 --------- 159 .. 
ArkansaS _______________ 160 45 • 130 7' 
Louisiana- _____________ 140 20 • n8 .. 
.Oklahoma... ____________ 308 .14 1 183 86 
Texas __________________ 931 448 .. ." " Mountain: Montana _______________ 127 47 11 SO n 
Idaho ______ • ___________ 77 22 • .. IS 
Wyoming ___________ • __ 68 26 6 38 ------iii' Colorado _______________ 136 72 4 00 
New Mexico ___________ .. 23 • 17 • Arizona. _______________ I. S 2 0 I 
Utah ___________________ .. 14 10 30 1 
Nevada- ______________ I. 0 -----.--- 4 3 

Pacific: 
168 .. 6S WashingtoD ____________ 83 21 

~r:nta:::=:::::::: 
108 67 • <6 29 
271 136 • 127 .. 

Not licensed 

National m~:~ m~:g;r 
banks banks banks I 

" • 61 
13. 8 I( 
93 7 36 

", I' 173 
.6 7 170 

" 6 8' 
24. 59 1,180 
60 17 347 
70 3 .24 
78 · .. · .. ·· .. 3- 337 
29 38 
54 13 82 

1.108 148 ~038 

I' I 10 

• .......... ---- I 
17 """"3' 34 
14 3 

----a-Pi .--------- 1 • ,. 7 
56 10 

.146 00 

60 II 133 

•• • 17' 
10' 7 246 

" 66 182 .. 1 ." 28 3 261 
71 6 381 
II • 167 
10 --------- .. 
6 --------- .. 
l' --------- 174 
18 ._------- 24 

1 -------i- • .. 60 

• -----·-2- 10 
19 13 
24 • 14 
n 1 50 
6 ------T 26 

• 3 
6 I 22 

23 -------j- 21 
10 0 
n --------- .. 
3 --------- 33 

7 7 62 
8 3 31 

16 ·--·--T 70 .. 27 

• --------- • 6 I • ------03' --------- ------16 ---------
3 --------- , 
1 --------- --------
I -----_ .. --------; 
1 

l' .. 
8 1. 

10 14 



BANK SUSPENSIONS 

No. 86.-DEPOSITS OJ' BANKS LICENSBD AND NOT LICENSED, BY DISTRICTS 
AND BY STATES, ON APR. 12, 1933 1 

[In lbousancb or dollars] 

Liconsed N 01; liaenaed 
Federal Reserve s .... NOD- Stata NOD-

National National mem· mem· dis&rict and State Total b .... member member Total b .... ber ber ..... ...... 
~ ~ ------------ ---,...,..,. 

B..-. ............ ""'.827 1,459,313 ....... ....... .... ,.. ... 00'1 36,576 118.194 New York. ________ 11,)72,632 "30~ 756 .. '1M. ... 1,136,483 288.819 221,185 ...... 31,199 Phlladelphia. ______ 2.339,018 ~383.'" 64~'" 314,866 22~M3 128, 1M 29,492 63.891 Cleveland _________ ...... 990 1, 169.139 853,778 ~~ == -162,.891 S58, 710 1015,359 Richmond _________ 1,190.396 6l2,648 172.756 126,1X11 76,271 170,926 Atlant8-__________ 920.n6 616.2118 ".837 235.581 187,019 ".279 128,617 ...... 
0 .................. 3.073.619 1.980,032 534,761 658.736 1.435,225 ....... 120,914 489,218 St. Louis ___________ 1, 135,329 649.557 293,381 292,391 166.974 48,067 48,670 70.337 MinneapoHs-______ ....... ....... 33.746 151,866 149,7D2 36.072 723 1l2,997 
Kamas 01"'_ ..... " ....... ....... m.366 250,274 124,501 69.712 ----236- "'7811 Dallas ____________ 863.024 876.67. 40,964 146,396 11.619 ..... ..... 
Baul'rlulclooo ...... 3,314,l.56 ......... 581,378 647,943 ".'" 70.692 •• 833 22.M3 T ___ ...... ... 9,491,634 ,946,089 I~ 1.818.541 841.382 1.317.607 

1I1'A" 
New England: 

6~567 73,041 91.183 45 .... 2,713 43.026 
Ma1De-________ ,... ... 1,618 
NewHamPllh1re- 7"'" 50.977 ~ooo ....... 7.'" 5,396 ------.- 1 .... Vermont. ______ ... w ... w --i85:«i- --i9i;i37- ".791 23,810 61,987 
J4assachusetta... 1, .... 630 1,100,944 83,1123 ..... 7 82,862 6,764 
Rhode IsIan1L.. 281,352 38,701 ....... "'202 .... , ----8;249- ------- 2,491 
OOnoeetlcul .... 430.316 2lO,014 36,612 l84.700 .. 537 -----.-. "288 Middle Atlantic: 

183,003 NalliYorL--.; __ 9,923,638 3,843,658 5.300.503 m,477 187.8711 1,932 ....... New Jersey ____ 1,382,660 568.811 =:~ 345.071 126,331 63,113 49,228 13,990 Pennsylvania.._ 3,130 .... l,837,4l1T 397,850 337.217 213.345 16,738 107,.134 
Eut North Central: 

56 .... Ohio. __________ 1.218,095 .... 750 604.519 220.826 567.038 .... 745 94,329 Indiana. _______ 370,095 170.513 Zl,C118 172,50< 133,832 78.172 9.216 46.444 illinois. ________ 1,933,441 1,468.212 312,881 162,348 191,324 78,731 12,741 99,852 

~~:::::: 357,823 I ...... 149.662 ...... 899,253 650.395 lOt, 035 144,823 
452, 121 290,209 38,723 l23,195 168,712 26,731 281 131,760 WestNortb Central: 

[i;~~ 
648,347 459.9Ui 500 85,930 81.926 10.792 723 70,411 
230,768 1l2,'" ..... , 95,759 159,397 33,716 2,710 122,972 
836,516 379,871 222,302 134,343 111,498 49,558 21,144- {0,796 
... 250 41 .... ""4;327' 10,805 10.739 6.208 

~------- {,531 
61.192 38,63' '''''' .... 7 1.800 2,197 Nebraska.- ___ l82.487 145.259 4211 36,799 29,706 6.006 

-~------ 23,101 
Kamas ......... 250.1lIl7 161. 776 3.377 103,946 11.601 7 .... 3.889 BootbAtlantic: 
Delaw8fe ______ 10(,911 1{'976 45.'" 44.841 ... .,. 

'ii:~' 
386 Maryland. _____ 28LOOO ~1" ...... 83,882 195,001 34,'27 104,652 DlBt. Columbia_ 203,148 110,145 "'as: ... ' 93,003 41,040 ".280 14, 760 

~~vtiiiDiii:: 359.642 227.280 ".'" 82,.50 '''206 17,584 3,160 100,297 00.'" :~ 69,619 "'588 17.960 ... 10,244 North Carollna_ 158,7fr1 31.616 ...... 45,902 11,709 2,381 31,812 Soutb Carolina. ...... Ifs:m 4,576 ::m 82,756 ... ... "2;.,.. 8,~ Georgia ________ 245,797 28,695 6.712 2,715 Florida.. ________ 171,3.23 133.662 1 .... 36,179 . .... 4,1l97 07. ..... But South Central: 

===::::: 291,738 138,332 31,473 121,933 21,464 17,377 "";;00' '.071 .... "" 157,008 ZT,574 59,665 6.170 t~ 897 Alabama.. ______ 163.412 114778 ,..652 ,..982 9,931 ~726 

wesrJ:1~: ".780 ....... 
---~------ $.377, 11,241 4,71:19 -------- ..... 

Arkansal ___ ~ ___ 
73.652 45.770 ..... 21,947 ...... 1,062 19,167 8,470 J..ouislana ______ 

192,582 79,M7 l8,.751 ...... lS3,334 7.W 126.718 20,". OklahOIDA. _____ 273,976 ....... 187 1~~~ 16, I5\} 8,237 6,922 Moin::--------- 170,9M 629,267 ".'" ..... "281 236 3,876 
Mont.ana __ ~ ____ 

91~600 56.064 20,316 16,120 3,746 1,724 ----ioo- 2,021 Idaho __________ 41,616 13,744: 11,170 ,,,702 6,972 4,736 1,037 
~o~~::::: 39,728 .... '" lk~ 11,41>7 

---i8~S78- ---io;ii3o --.-----: ----3~Mi 211,536 170,819 1~"" New Mexico_. __ , ::ru 20,531 611 3,759 3,~ 1.243 • 1.990 Arizona __ ~ ____ • , ..... 6.824 18,756 301 Utab ........... 100,208 ...... ao.023 ZT,I43 «)7 «)7 
: "''''380 Nevada. _______ lU38 ..... ..... .1,048 718 ::::::: Pact .. : Wasb1.agtoa. ___ 231,202 175,616 ...... "Z'I,M9 81,m "'70< 1 .... 6 .... Oregon. ________ 160,4.49 14.0,582 1,672 18.295 12,399 6,765 ..... 3,'00 Oalilornfa. ..... 747.581 1,814.,877 .... 791 449,913 47,685 3&,061 1.366 ]1,156 

I Deposits are as of Dec. 31, 1932, or tbe u.earest available call date prior thereto . 
• Exclusive of mutual savings banks, private banks Dot under supervIsion 01 State banking departments 

and IUlf tnl8t companIas or other ftnanC.lal iDstltutwIlB which do not accept deposita. ' 
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No. 87.-NuMBER OF BANKS LICENSED AND NOT LICENSJ<.:D, BY DISTRICTS AND 
BY STATES, ON DEC. 31, 1934 

Licensed Not licensed 

Federal Reserve district �------,.---~------I-----;,-----:----;---

and State Total National m~~~r m~~ber National m~~~er m~b~r 

DISTRICT 
BostOil. ______________ • ____ _ 
New Yorlr. ________________ _ 
Philadelphia ______________ _ 
Cleveland _________________ _ 
Ricbmond _________________ _ 
Atlanta ____________________ _ 
Chicago ___________________ _ 
St. Lou!s __________________ _ 
Minneapolis _______________ _ 
Kansas City _______________ _ 
Dallas_. ___________________ _ 
Sa.n Francisco _____________ _ 

TotaL _______ _ 

STATE 

New England: 
Malne _________________ _ 
New HIilllp:;hire _______ _ 
Vermont ______________ _ 
Massachusetts _________ _ 
Rhode Island __________ _ 
ConnecticllL __________ _ 

Middle Atlantic: New York _____________ _ 
New Jersey ____________ _ 
Pennsylvania ______ . ___ _ 

East North Central: Ohio __________________ _ 

Bif~~is~:~ ============ == 
~~!!~~rn~:=:::=::::::: 

West North Central: MinnesotEl _____________ _ 

~fs:ourC:::::=:::::::: 
North Dakota _________ _ 
South Dakota ________ ~_ 
Nebraska ______________ _ 
Kansas. _______________ _ 

South Atlantic: Delaware. _____________ _ 
Maryland _____________ _ 
D~t~i~t of Oolnmhia. __ VlrgInlB. _______________ _ 
West Virginia _________ _ 
North Carolina ________ _ 
South Oarolina. _______ _ 
Georgia. __________ • ____ _ 
Florida ______ _ 

East South Central: Kentucky _____ ~ _______ _ 
Tennessee. ____________ _ 
AJabama ______________ _ 

wes~~~~PC~;:,traE-------
Arka.nsas ______________ _ 
Louisiana. ____________ _ 
Oklahoma _____________ _ 
Texas_ ... _______________ _ 

Mountain: Montsns _____________ _ 
Idaho _________________ _ 

ljo1g~~~~:==::::=::::: New Mexico ___________ _ 
Arizona _______________ _ 
Utah __________________ _ 
Nevada. _______________ _ 

Pacific: Washington ___________ _ 

g~m~~llfa:::::::::::::: 

644 
1,092 

931 
1,260 
1,040 
1.098 
2,562 
1,660 
1, 422 
I, ~97 
1,051 

707 
15,370 

71 
65 
75 

211 
23 

127 

78j, 
39S 

1,118 

703 
541 
8S4 
4115 
614 

685 
661 
699 
206 
212 
437 
743 

47 
187 

22 
327 
180 
215 
137 
325 
152 

436 
331 
222 
213 

237 
149 
412 
940 

120 
63 
60 

159 
42 
17 
08 
10 

197 
104 
266 

banks ba.nks banks 1 
Total 

banks banks banks I 

322 49 173 3 ________ ~ _________ 3 
627 164 301 9 1 _________ B 
595 61 275 2 __________ ._______ 2 
628 99 633 10 M 
339 61 640 13 12 277 55 756 3 _________ _________ 3 
519 163 1,880 47 1 _________ 46 
320 71 1,269 32 1 2 29 
455 69 898 11 _________ _________ 11 
686 48 1,263 15 _________ _________ 15 
495 60 502 2 _________ _________ 2 
299 80 328 11 1 10 
~~ 8,928 ~ ------4-~ 

40 
52 

1~~ ------34-. 
12 2 
64 6 

461 117 
230 52. 
711 73 

253 71 
125 6 
2112 64 
85 79 

105 13 

211 
123 
90 
69 
64 

138 
192 

16 
63 
~ 

133 
79 
44 
19 
58 
00 

99 
73 
72 
25 

51 
30 

217 
456 

46 
25 
26 
81 
24 
8 

13 
6 

67 
58 

130 

17 
25 
51 

23 
9 

14 

4 
7 
2 

24 
18 
10 
4 

25 
4 

10 
4 

18 
3 

7 
4 
1 

M 

20 
10 

g 
5 
3 
4 

19 

27 
6 

16 

25 
12 
33 
45 
9 

67 

208 
110 
334 

379 
410 
528 
321 
495 

457 
513 
5.'\8 
137 
125 
290 
537 

27 
117 
11 

17U 
83 

161 
114 
242 
98 

327 
2M 
132 
185 

179 
115 
194 
430 

54 
28 
26 
73 
15 

5 
26 
4 

103 
45 

119 

1 ________ _ 8 
2 

10 8 7 _________ 7 
2 2 __________ ~ _____ _ 

26 _________ _________ 25 
9 _________ _________ 9 

-------9-
24 
5 

-------8-
1 

-------6-
2 
4 
3 _____ ~ ___ --- _____ _ 

4 1 _________________ _ 

3 
1 

9 
23 
5 

3- --------- --------- -------3 

1 I ------T::::::::: :::-----4 _________________ _ 

11 =::=::=:: ::::::::: ____________ ~ __ ~~ __ ~ __ -L __ ~ __ _ 

1 Exclusive of mutual savings banks and any trust companies and other financial institutions which do 
not receivo depositst inclusive of private banks under State supervision and private banks not under 
supervi.ion of St.te D.nkln~ departments but which, uno_r the provisions 01 sec. 21 (a) of :Banking Act 
of 1933, have agreed to eXlillllllation by the Comptroller of the Currency or tbe Federal Reserve bankS. 



:BANK SUSPENSIONS 

No. 88.-DEPOSITS OF BANKS LICENSED AND NOT LICENSED, lIY DISTRICTS AND 
liT STATES, ON DEC. 31, 1934 1 

[In thousands of doUs,,] 

Licensed Notlicensea 

Fed ... 1 Reserve district Stats Nan- Na- St.te Non-
Kanona! mem- mem- mem-and State Total banka member ber Total tional ber bor banks b""ks' banks banks bflnks ------- ------ ---DISTRICT Boston _________________ 2,611,003 1.673,981 521,099 415,967 16,835 

--3~ooii-
.--.. _-- 15,830 New YOlL _____________ 18,453, 0B.i 4,947,068 7,162,200 1,344,310 18,461 ---.-._- 15,398 

Philadelphia__ _ ________ 2.869,277 1,665,091 717,128 487,058 4,171 ----763- -T2is- 4,171 Cleveland ______________ 3,184, fIJ7 1,581.641 1,066,397 636,669 IO,7G4 8,813 Richmond ______________ 1,795, 2H 941,856 300,266 493,002 4,002 

~~~~mt::;: 
3,710 

Atlant._________________ 1,361, 0IiIl 967,200 1~844 274,~ 717 717 Chicago_ _______ ________ 5, 1110, 88!l 3,279, 192 890, 070 991, Z1 20,143 19,972 tlt. Louis _______________ 1,526,702 770,745 3fio, 132 390,825 8,440 6,034 
Minu""polis ____________ 1,133, 162 843,484 53,031 236,647 1,337 1,337 Kansas City ____________ 1,701,632 1,214,603 181,733 305,296 2,589 _._.---- ------.- 2,IS81I 
lJallas __________________ 1,168,839 959,371 50,250 lIi9,218 107 -------- .. ------- 107 
San FronoisM__________ 3, 953, 002 2,792,952 734, Sgg 426.351 1,736 392 1,344 

Total _____________ ' 30,909,817 21,637,150 12. 211, ~5Ii 6, 061, ~12 88, 3~2 6,610 1,795 RO,M 
STATE 

New England: Maine ______________ 
171,306 102,313 27,778 41,210 14,240 ____ ·w __ _.------ 14,240 

New HaIllpsblre ____ 71,828 56,4(1 1,175 13,712 -... ----- _._----- .------- --------Vermont ___________ 95,012 43,m 61,273 

~~~~~~;I 
.------- -------- ---i~G9~ Massachusetts ______ l,636,8W 1,199, M2 301,456 135,852 

Rhode Island _______ 2112,271 80,118 131,238 70,920 Connecticut ________ 465,676 I 23.~,498 511,467 170, 621 
Middle Atlantic: 

New York __________ 
12,100, 056 1 4,413,975 6, 723, 764 1,011. 317 -if4iii- --3~ii63- ---.---- --i5~Sii8 New Jel'!ley _________ 1,451,857 662,363 465,722 339, 772 --------Pennsylvania ... ____ 3,864, \)73 ~,221, 894 1,0601 455 583,124 4,171 4,111 

E88t Nurth CeDtral: Ohio _______________ 
1,627, !i98 787,160 601,408 258,980 10,794 703 1,218 S,8]3 Indiana _____ . ______ 507,637 300,654 33,146 233,837 7,435 --2;292- -------- 1,435 IIlinois _____________ 2,941, g22 2,140, 725 544.318 286,879 2, 292 ------, .. 

---7~769 
~~~~:rn::=::::::~ ~41, 120 512,882 217,966 210,272 7,769 -------- - ___ .-.0. 

W ... t North Centr&!o 
RM, 51~ 366,671 61,379 226, 525 3,780 -------- ----.--- 3,780 

Minnesota _________ 745,974 603,114 6,603 136, 2~7 
--~i92- ---------------- ---2;292 

~rS:Ourf:~~======_~ 4511, 2IJ8 197,1!!3 57,558 204,557 -------- ----149-1,115, 371 037,569 431,468 146,334 "li73 4,424 
North Dakota ______ 68,016 50,436 -- -- -9;996- 17,580 578 -.----." -------- 578 
South Dakota ______ 79,111 47,097 22,018 -------- -------- -----'7i5 Nebr .. ka ___________ 

~90, 077 223,662 4,385 02,030 715 ... ------ --------Kansas _____________ 
352,561 207,388 14.165 131, OOI! 70 ----._-- -----.-- 70 

Soutll Atlantic: Delaware ____ .. ______ 114,550 14,984 60, 599 38,967 ----900- -... --.--- -------- ---_. iiOO Maryland _________ 492,229 27D,06Il 82,644 l3O,5:1n -------- -----.--
District of Columbia 256,864 150,600 68,602 47,747 -------- -------- ._------Virginia ____________ 444,633 281,520 71, ~OO 91,613 -.. --_ .. -- ----292- ---i;wo 
~:lhv~~~:::: 230,709 121,600 56,Rli2 5:1,167 2,232 

301,720 77,800 111,484 118, Q36 153 ____ MoO. -------- 153 
South Carolina _____ 115,898 4a,745 7,349 62,804 714 ___ OM_oM -------- 7H 

~:::::::::::::: 332, iIl2 228,236 43,888 60,669 ----iir- -------- -------- -----iii 230,977 180, 907 7,741 42,829 -.-----. -----.--
East South Centml: 

~:~~~:.L:::::::: 868,965 170,428 W,40.1 129,074 ----208- -------- ~------- -----2(j8 
3fj9, 491 277,1133 0,866 82,M2 -... _---. --------Alabama ___________ 218, 980 157,&16 27,068 34,117 -------- -------- -----323 

westr~~P8!ittr;F--- 14D,:J80 52,833 917 91,610 323 -------. --------
Arkansas ___________ 123,7411 74,296 18,298 36,151 362 136 226 Loulsiana __________ 320,460 230, 658 26,392 63,400 50 -------- ----- .. -- 60 
Oklahoma __________ 316,212 276, 00II 873 30,834 1,431 _ .... __ .. -- -----.. -- 1,431 Tous ______________ 

1,055, 713 892,Z04 36,954 l26,4ll.I 07 -------- -------- ~7 
Mountain: Montana ___________ 111,488 68, 017 28,477 16, 994 3C8 ---- .. --- -------- 308 Idaho ______________ 

1lS,343 28,613 25,171 14,559 -------- -------- --------
~Jg~:e,~:: :::::::: '19,758 36,318 2,999 11,446 ----S73' -------- -------- -----373 261,912 221,003 19,\)76 20, 273 -------- --------Ncw Mo.x!oo _______ 37,51\9 30,548 739 6,272 ----- .. -- ------- .. Arizona. ____ • _______ 53,948 21,626 20,192 12,130 

·---3~2- ----392- -------- --------UtalL ______________ 
119,860 67,067 40,881 21,902 .-------Nevada ____________ 
19,871 16,255 3,616 5U -------- -------- M4 

PaeUlc: WashiDgton ________ 338,972 243,307 69,262 36,403 103 ----_.-- -------- 103 
Oregon_____________ 211,0112 181,977 3,1M 25,951 529 -------- ---l---- 1)29 
Call1ornio __________ 3,163 277 2, 254,117 5112,052 317048 168 ----~--- -... ------ 1118 

I Deposits of member banks are 8S 01 Dec, 31, 1934; deposits ofnonmenber ba:nIl:s are as of Dec. 31,1934, 
or n"",est avaIlable call date prior th .... lo. 

, E%clusive 01 mutual savings banks and any trust compaDies and other financial instltntions whioh do 
Dot receive deposits; inclusive of private banka under State supervision aDd private IJanks not LWder 
sUperv13ion ot State bankln~ der.:tlIWlts hilt which, LWder the provisiollo of seo. 21 (a) ol Banking Act 
~r 1933, have agreed to exalIllnat on by the Comptroller of the (.lurrency or the Foderal Reserve banks. 
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No. S9.-NUMBER AND DEPOSITS OF LICENSED AND NOT LICENSED MEMBER AND 
NONMEMBER BANKS 

AU member bank.,: Mar. 15. 1933~~ _________________________ _ 
Apr. 12, 1933 ___________________________ _ 
June 3D, 1933.. __________________________ _ 
Dec. 30, 1933 ___________________________ _ =-to,lru:i::.::::::::::::::::::::::::: Oct. 17, 1934 ___________________________ _ 

Nat~~'!i ~~~----------------------------
Mar. 16,1933 __________________________ _ 
Apr. 12, 1933 ___________________________ _ 
June 30,1933. __________________________ _ 

~::. 3:·l9~~:::::::::::::::::::::::::::: June 30, 1934:... _________________________ _ 
Oct. 17. IOS4 __________________________ _ 

Stat~:~·r!:ar!i;eii:--·------------- .... -----
Mar. Ui, 19S5 _________________________ ._ 
Apr. 12. It133 ______________________ • ____ _ 
June 30, 1933 ___________________________ _ 

~::. 3:.'1~~:_-::::::::::::::::::::::::::: lune SO, ID34 __________________________ _ 
Oct. 11, 1934 ___________________________ _ 

No~e:~~I:~kj-oibe;-iii8iimuf.iiaisav:-
iogs banks: a Apr. 12, 1933 ___________________________ _ 

June 30, 1933 ___________________________ _ 
Dec. 30, 1933 ___________________________ _ 
Mar. 7, 1934 ___________________________ _ 
June 'l3, 1934 , _________________________ _ 
Oct. 17, 1934' __________________________ _ 
Dec. S1,19S4 , __________________________ _ 

Number of banks Deposits (in thOWlBDda of dOllars)' 

Total 

6 .... 
6.681 
6,701 
6,623 
6,614 
6.488 
U69 
6.461 

5.007 
5.897 '.882 5.606 '.568 5,512 
5,491 
M67 

79. 

"" .10 
917 ... 0'. 
978 ... 

10,332 
10,171 ..... 
9,337 
9,209 
9,167 
9,U17 

LI· NotU
C8I1sed censed' Total 

-------
6,0,. 1,621 28,421,038 '.425 1.266 28,646,106 
'.606 1,~ 27,829,942 
(1,011 'n, 694, 828 
6.2116 ... 29,616,026 
0,375 113 31,124.361 
~ .. •• 32,316, 728 ..... 9 33,800.710 

4.rm 1.400 18,137,719 
4,789 1,108 18.313,000 
'.897 ... 17,769,636 
6,154 ... 17,900.217 '.288 :tIo 19,048,533 
ti,417 •• 19,993,896 
6,461 30 2O,810,5f1l ..... • 21,643,660 

6T1 221 10,283,319 
636 148 10,333,016 ,DO 110 10,060,306 .. , eo 9,704,611 
91' 38 10,666,493 
95. 18 11,130,466 
97. (I 11,605,221 
980 4 12,213,060 

7,394 2,938 ......... 
8.188 1.1l83 6.136,648 
8, ... 1,2J)7 6,559,006 
8,395 ... 6,363,602 
8,'60 ... 6,641.199 
8,001 ... 6,484,147 
8.928 ,.. 8,141,439 

LJcensed U:~ 
------
26,554,287 2,866,761 
26,986,183 2, 660, 923 
26,663,927 1,266,016 
71,166,974 627,864 
29,324,826 290.201 
31,012,361 111,004 
32,286.443 30,286 
3'.848.406 8, ... 

18,195,146 1,942.674 
16,494,649 1. 818, Ml 
16,741,289 1,028,347 
n,565,239 
18,81)1,362 
19,896,897 

434,078 
247,181 
97 .... 

20,784.669 ~:~ .. 2l,637.16O 

9,369,142 924,177 
9.491,634 &1.1,382 
'.822,636 237,668 
9.611,136 92,87. 

10,523,473 ".000 
11,116,410 13,096 
11, M.lO, 874 4,347 
12,211,265 1,19& 

.... 6,089 1,317.00'7 
6,071,004 1,003,084 ...... "'" 4t17.018 
4,~O,683 423,009 
6,313,666 zu.234 
&,366.384 127,763 
8,061,412 80.027 

'Includes a number of national banks whose Federal Reserve bank stock: had been canceled and mem· 
borship in the Federal Reserve System terminated but which, on the dates given, were sCiU included in 
the Comptroller 01 the Currency's records 01 unlicensed banks. 

m~~~:S~ to~t~:~ banks and State bank memberse:.r:o~~~~~ r==r a~~~h~I:~ :r~:r 
'n, and Oct. 17,1934. areas of Dsc. 
of nonmember banks lot Dec. 31, 

wr::~v~'!a~~r=,!:r; 
nks Dot being available. 
were placed on deposit 

withdrawals of the IimltaUona wef. 
generally drawals. In addition &0 
tbese general on deposit with aw , other restrictions were Imposed, either by the bank', 

~=~J:~!m~=o~:;l::!ita~: :o:o:,~b:t~:~ s;t~ =:e~~::1~; 
member banks. 
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CHANGES IN MEMBERSIDP IN THE FEDERAL RESERVE 
SYSTEM 

No. H.-'CBA>lGI's IN M"..""BSBIP, BY CLASS OP BAN"", IN 1933 AND 1934 

Ye&I'lUII 

Total J::al 8&a&a 

UCl:KSBD IIKJIBU BAKU 

Number at beginning of J'e&1'------------------ 16.818 16.011 

Increases: 
Organizations of Dational btmb (lncludIDg 8UOOl!ISSioDs and conversions) ________________ _ 
Admissions of State banks to membership-__ _ 
Reopening of suspended banks ________________ _ 

Reopening (licansing) or banks Dot gi V8D li-
_ on Mar. 13-lS.1833-------------_____ I-:-:67"'.:+----:f80:::-I--:80:::-I1---c 
Totaladdl--~----------------------______ I='=· ... =111==7=.2=i== ... =11== 

DecI'e8S8IS: 

:'~~=_~~~_~~~~: 10: -----76-
!4~o:.~~_~:_~~_~~_~~~~_ 140 }2.1 

BanD not given lIceDses on Mar. 13-15.1V33___ 1,621 1,,4.00 
Total dear'easS-___ .: ____________________ .____ 1,871 1,599 

Net Increase or decrease____________________________ -806 -857 
Number of llC8Dlied. member banks at ad of 7e&l' _ _ 6. 011 6, 1M 

Number of tml1oensed. member banks at end of Jear____________________________________________ 612 7 f62 

• .. 
'69 

Slate 

-4.00 _______ _ 

------i- l~ 

to 22 ... '50 

-----i- • --------
'.7 22 

'40 27 

+3<11 +123 ..... "'" 
... 110 

•• ,.02 

'. 
' .. 
'20 
'2 

I Member' banks fD actual operation (llcenslng·at banks, to resume operat1oDl aD an amestrJcted ba.sll 
after the banking holiday. began Mar. 13. 1933). 

: i'i':d~Tu!u.~ l1ceosas revoked (of 6 national banks and 6 State bank members) includes 1 unlicensed 
national bank and 1 unlicensed. State bank member, respectively. wb.Ieb had suspended berote the bankina: 
holiday but which ware plaood. in comervatOrahip and/or permitted to operate OD a restricted basis after 

OI'reoeivershlp. 

licenses were revoked. (aRer the baDklDg holIday) and which later were nillcansed 
1 in 1933. 2 in 19M. 

bed or succeeded by otber banks. 

:e~ ~f!.rted as "liIlSpe:~Y3:; '::J~~ = ~~e;= t:~r:: 
• and 2 State member banks in 1934. Also 

p and subseqWlD.Uy p 
wbich, 
datiOD 

f Includes national banks whose Federal Reserve bank stock had been canceled and membership ter
mInated but wblch, at the end or the year, ware still Included In the Oomptroller of the Cunency's records 
of UDllceDIed DaLioDal baBka, as follow;:>" 16 at tho end of llla3, 3 at tbe end or IUS4-

.8Gd: ftltu'u.--8ee Amlual Report for 1932 (table 99). 



EARNINGS. EXPENSES. AND DIVIDENDS OF MEMBER BANKS 
No •• t.-MEMBER BANKS-EARNINGS, ExPENSES, DIVIDENDS, AND OPERATING RATIOS 1925-33 

[In thousands of dollars] 

Year ended Dec. 81 

Gross earnings 

Total Interest All 
earoed other Total 

IntereatP8ld 
Sal· 
aries 

Onde- ~::d w~ 
posits mOney 

Taxes All 
other 

Net 
earn· 
Ing. Total 

Losses and depreclation 

On 
loans 

Oash 
Net divl

profits d~ds 
clan>d 

-----1--- ------ -------------- --------------
All member bank8: 

1921S •••• ________ l,SII8.094 1.6111i,Mm 802.4991,367.818 
1926. ___________ 2.,027.162 1,710.49:1 317.260 l,4·n. 7t5 
1927 ____________ 3, 120. 277 1,749.008 371,2691,616. 'lO4 
1928. ___________ 2,283,998 1,006,.728 378.270 1,813.811 
1929 __________ ._ 2,47"099 2,068,001 406.1981,683.Tolt 
1030 ___ .. ________ 2.228. 774 1.837,614 371.260 1,604. 3M 
tooL .. __________ 1,911,602 1.681,906 320,6971,835.379 
1932____________ 1.663.018 1.326. 478 228.140 1.143. 884 
.003· ••••••••••• ~236,664 '.038,m '98,471 869,300 

National member 
banks: 1926 ___ .. ___ .. ___ _ 

19215. __________ _ 
1927 ___________ _ 
uns ___________ _ 
1929 •• _________ _ 
1930 ... _________ _ 
1931 ___________ _ 
1932 ___________ _ 
1933 , __________ _ 

Btate member 
bankl: 

1925 •••••••••••• 
19216 •••••••••••• 
1927 •••••••••• __ 
1928 ............ . 
192'L •••••• __ ••• 
1930 ••••• __ • __ ._ 
1931 •• _ •••••• _ •• 
1932. ••• __ • __ •• _ 
1933 l_ ••••••• _._ 

l,169.59li I,OllS,35a If4.M3 
1,210.911 1,060,689 160,322 
1,280,297 I, 107, 2i2 l82, OM 
1.401,471 1. 2U, 269 100. 212 
1, «3, S03 1,247,123 100. 178 
1, S83, g28 I, 18.\ 460 198, 378 
I, 11K. 140 1,009,829 184, Sl1 

ggs, 128 870. 424 127,704 m.... 1!86, 67. 118, 023 

7&8,400 
816,841 
830,'" 
.... 627 

~""1\l6 ........ 
717,362 
..... 00 
t37,286 

GOO,m '68,'" 
6tIl,1lO3 168.938 
841,768 l89, 214 
&H.,oltI9 188,MS 
821, n ..... .., 
691,9G4 172, SS2 
872.076 1~2S6 
.... OM '00,'" 
351,817 sa, t48 

822,211.1 
856,766 
Ol8.8UI 
987,739 
987,140 
oss.02O 
848,264 
7",M7 
163,718 

MlI,063 ........ 
.... sss 
626,OTJ 
.... 580 
616,306 
487,125 
3IM,797 
.... 683 

IM3,las 
67>,.27 
713,038 
749,662 
769,260 
748,992 
680,910 
434.324 
287,001 

sso,<83 
m.~'" 
481,763 
469,819 ....... 
461,311 

~~~ 
lIlO,861I 

280,876 
277.675 
281.275 

=~ 287,881 
3)3,629 
139,511 
87 .... 

26,OM 372,741 102.411 223,OM 650,776 193,099 
31, aro 396, 700 105,885 234,787 586, 007 207,530 
24.614 Cl. 128 109,778 248,246 604, 573 208. 693 
48,443 440,000 113,759 261,947 670,181 217,194 
84.265 4.63,847 112,476 283,872 790,379 295.473 
22,001 451,776 113,418 268,148 624,439 365,314 
19, 186 4.l2, 531 86, 367 236,435 576, 1%3 620,466 
38, 814 366, 567 67.071 24ft, 612 410,23f 778, 230 
115,178 306.021 68,028 192,082 371.Mt 868,279 

.7 •• 72 223,7011 
lIl,0S9 N,009 
16,429 263,634. 
29, 1St 269, 429 
37,350 271, 103 
12.807 277,798 
11,613 257,074 
.......... <SO 
0.373 193,974 

&.'18> ....... 
11,261 160,827 ............ 
19,259 170,671 
16,916 192, 744-
9,UM 173,978 
7.623 1M. t67 

14,130 132,077 
6,805 112,017 

::~ t~~ ~:m t::::r 
69, 219 148, 771 370,481 148. 226 
68,871 159,43S 413, 732 158, 2M 
M,333 164, 000 456, 163 310,633 
ISS. 373 167,740 376, 899 248. 618 
63, 110 149, 176 345. 886 437,016 
44,562 160,068 249,611 487,646 
.u.811 110,191 ~8S1 601,UI0 

so, 786 00.8M 213.... ... 830 
37,615 97, 'ro2 231.861 61,699 
4O.MO 99,"75 234,092 60,468 
43,,887 102.512 258,465 58,940 
48, 143 119, 776 334, 216 IK. 840 
43,046 100.408 M8. MO 116. 6G6 
33, 267 87,259 ZJO, 237 183, 4fO 
22,$20 86.554 160.693 200,6&5 
17,717 72,891 141,683 267,089 

128.774 35,127 20.108 61,806 131,293 419,483 meso ~. 
124,885 35,009 46,736 63,006 1640524 431,483 284,809-
123,745 37,284 47,664 61,120 167,564 447,009 31~680 
119,290 46,293 52.611 50,875 186,319 503,888 327.422 
139,5S8 95,465 60,420 61,608 233, 865 556, 514 408, 628 
194,725 109,028 61,561 47,377 317,937 306,602 371,968 
295, 241 aM, 170 81.045 56, 694 663, 862 12, 2tH 335,792 
403, 272 304, 961 69,997113,109 665,121 1264,,887 245,074 
426,'" .... 003 88, 78 ..... 8S6 733.3 .. '365, 830 .... 804 

92. 127 73,692 20. 4tiO 43, 122 93,147:Mf. 193 171,324 
88.017 26,261 11,M3 36,662 109,169 244,977 176.421 
91,214 26,666 31.346 35.027 113,198 257.283 19'1.!iM ss. 077 M, 455 35, 722 35, 282 122, m 290,760 204.612 
93,680 63,304 43.,G4.9 35,854 164,,779 291,384 247,317 

135, 085 71, lIl2 42, 331 30, S87 217,731 158. 168 215,992 
:n~ 575 184, 290 «0, 151 36, 234 toO,782 I M.896 193,696 
261,3M 184, 648 fl,536 '73, 106 414, 439 1164,898 135, 092 
S04,668 Mt.607 62.115 79.764 521,42CP285,M6 71.403 

se. 641 11. W 8, 748 18, 884 38. 148 1715, 2110 101,362 b:J 
36,868 9,648 15,183 16,34-4 f5,36/'i 186,tiOO 108,388 0 
32, 531 11,619 16, 318 16, 102 ,",366 189,726 115, 125 ~ 
SI.213 10. 83S 18, 889 15, 593 43., 347 213, lOS 122, 810 
4S, 008 32, 161 16, 771 26, 7M 69, 088 266, 130 161, 311 
69.640 37,826 19,230 16,490 l00,:JJ6 If8.334 IM,9i6 
82, 666 79, 880 20, 8M 20, 360 163, OSO 87,157 142, 098 

141,908 120,316 28,462 40,003 250.682 189,989 109,982 
120, 874 99,6«6 36, 66lI 46, 121 211,968 I 70, 285 79,401 



Loans and investments I Amounts 01 earnIngs, tUpen868, etc., per $100 01108n8 and 
Investments Other mtlOl 

II j 
CApitAl Gr05B~Ings I Expenses Losses and do- Lo ... Not 

Year ended Dec. 81 Invest· funds l ! preciatlon and pronts Total LoaD. Invost--menta Not 
menta per '100 

Interest lnterellt profUs peril 01 01 
Total Total gald on GrOSl . Not oapital earned ep08ItI capItal tunds Thousands of dollars funds -------- ------

AU member banks: 

~=-::::::::::;::::::::::::::::::::-:-: 
29,673,891 ~~;~~ 8. 8M, ,.. 4, 6@9,?iI, 16.<11 ..... 14.61 12.17 10.611 10." 'I.<1 10.'7 ",14 
31,132.149 ~008,76' 4,820,129 0.61 6.49 '.63 2.1. ,67 ... 1.39 6.46 8.0' 1927 ______ • ____________ .. ___________ ._ 
32.7056,971 23,000,039 9,749,932 5,162, 702 0.47 6.34 .. 63 2,18 ,M ,'8 1.86 U. 8.611 192'L ____________ • _______ •• ___________ 
34, 721,879 24,163,677 10,568,202 ~622,313 '6.68 "'0 .... 2.1. .63 .<11 1.46 0.18 8.06 1929. ______________ • __________________ 
36,7?:l,128 26,614,6M 10,112,473 6,3",306 6.92 .. 79 4.71 2.13 ,83 ,", I.M 6.62 8.16 1930 __________________________________ 
35,396.412 26,018, 222 10.377,190 6, 722, 782 •• 30 6.24 .... 2." 1.03 .00 .87 6.26 .... 1931 __________________ • _______________ 
33,481,791 21.732,289 11,600,002 0,395,866 ~.72 .. 73 B.OO 1.74 1.86 1.69 ." 6,28 ,10 1932 _________________ • __ • _____________ 
28.622,620 16,743,94{l 11,778,680 5,660,145 5.46 '.M 4.01 1.62 2.7. 2.83 , -.89 .. " '-4.00 1933' __ • _____________ • ______ .: _____ • ___ 
24,986,279 1~.I6, 730 l2,060,6<9 4,002,310 ... , 01.16 8.44 1.1& 8.48 2.93 • -1.42 6.10 • -7.28 

Natlooal member banks: 1926_ •• _____ .... ___ • ___ • _____ ... __ •• ____ !lI, 430, '79 ::t12, 729.676 ~700,004 2,970,'" .... 11.61 01.46 2, OS ,7' .61 1.32 •. 20 8.22 1926_. __ ._. __ • _____ • ______ ... ___________ 19, 13&,960 13,353,101 Ii, 782, 860 3,071,183 aas li.54 '.<11 2.07 .7. ,'7 1.28 6.22 7,0. 1927 ... __________ • _________ •• ______ • ___ 
20,340,562 13,949,969 6,399,693 3.254,601 •• 34 .... 4.112 2,1' ,7' • 6 • 1.28 .... 7.91 1928 _______ • _________ • __ . _____________ 
21,858,260 14,"',6611 7,068,68' 3,643,609 atl 6.M 4.62 2.10 .7' , .. Laa 6.17 8.21 1m ________ .... _________ ._._. __________ 21" 1.51, 748 15,007,670 6,744.178 3,700,521 aM 6.73 4." ao7 ,92 .7. 1.34 6.80 7,77 1030 ______________________ • ___ •• ____ 
21,638,624 14,720,937 6,811,587 3,913,450 •. 83 11.4.1 4." 2,14 1.16 1.01 .73 , ... .. " 1931. .. ________ • ______ •• _______________ 
3),564,446 13,117,216 7,447,230 3,748,061 6.81 <.01 '.12 1.83 2,13 I.DI) '~.'}3 6.40 '-1.47 1932 __________ • ________________ • ___ •• __ 
17.818, 632 10,475,546 7,343,086 3,317,163 .. 00 4.80 -4.20 1.66 2.74 2.83 • -.93 &.37 , -01.97 1933 t _________________ ._ •• _____________ 
16,707.817 8,143,9U 7,663,006 2,887,898 6.00 4.87 "3.69 1,28 a.83 8.32 '-1.82 6." • -9.89 

State member banta: 
I ...................................... 11,243,312 8,0~'" 3,163,880 1,618.841 6.70 6.34 4.86 U2 .61 .34 L60 a.os 10.83 1926-___________ •• ___________________ 

11,996,189 8, 770, 296 3,221),893 1.742,946 asl &.41 '.88 2.31 ,61 ,83· 1.66 •. 88 10.10 1927_. ______ • ____ •• ___________________ 
12,406,409 :'=:~rl 3.300,839 1,008,195 a70 "17 4.81 '.27 •• 0 ... I." •. 60 0.04 1028._. _____ ._. _______________ ....... _____ 12,863,629 3. 499, lilS ~07" 763 0.86 6.40 4.87 2.26 ... ,34 I." 6.19 10.26 1929_._. _______________________________ 
13,D7~380 10,007,{185 3. 36..q, 29li 2,6119,,", 7.83 6.88 .. 98 ... 1 .68 .60 1.00 &.3& 10.16 1930 __ • _______________________________ 
1~866,888 10,291,285 a, 50S. 60S ~8llO,332 .. ,.. 4.00 .... 2,06 .84 .72 1.07 .. 93 6.28 193L __ ~~_~. ____________ ••• _________ • __ 12,867,346 S..1~073 ""20m 2,M8.00' ... 8 .... 8.79 1.68 I." 1.27 ,0' f.86 .... 1932..... _______________________ • ________ 
10,703,888 6,268,'04 4-,435,494 2,342,982 6.19 4.28 a." 1.30 2,7. .. B' '-.84 4.67 '-8.84 1933 , _____ • ____________ • _________ • ___ 
0,278,'" .. 772,810 ..... , .. , 2,014,421 .. 71 3.79 3.19 .04 2.77 2,28 1-.76 4.61 l-a49 

all ~fc:fA:Sd~:: ~ IU'Oa:J~~r~~~: :ct:e ~:~: ;o~ition for 8 call dates (lune 30, Oct. 25, Mld Dec. 30, 1933), for prior years tbey are average! of amOUnUi for 
I Aggregate book ~f capital stock, eapltaJ notes and rlebentutell. 811J1llus, undivided proflt.~. reserves for contlngenol8f'l. re!er~es for stock dividends on eommon Btock, Bnd· 

rettremeilt fund for prelerred stock and/or capital notes and debentures. Abo includes reserves tnr dividends prior to July 1932, and reserves lor interest, tuas, and other6lpeD.88S 
accrued and unpaid prior to Sept. 28, Un6. 

I NetIoSl. 
, FJ.gures for 1934 not ::vet available. r 
No'fB.-P'or explanation of ratios shown above. see Federal Reserve Bulletin for December 1928. pp. 826-828. 
Bad: jiguru.-Available ow,. from ID23-see Annu61 Report for 1982 (tabiea 100-102). 
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ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

BUSINESS CONDITIONS 
No. 92.-CAPITAL ISSUES 

[Exclusive of refunding issues. In millions of dollars] 

Domestio issues 1 

Total 
YCM and quarter domf\ll.tic State Corporate bonds and notos 

and 
foreign Total' and Stocks mnnie· Long- Short-ijlBl Total term term 

--- --- --- --- --- ---
Y:EAR 1919. ________ . __ . __________ 3,626 3, 264 678 810 41)8 312 1,436 Im ____________ ._. __ . _____ 3,732 3,265 672 1,56[ 1,039 522 1,002 

1921. __ . _____ . __ ._. ________ 3,644 I 3,021 1,199 1,435 1,274 161 265 1922 _________ • __ ._ . ________ 4,391 3,627 1,071 1,644 1,540 104 570 1926 _________ • __ . __________ 4,437 4,016 1,043 1,976 1,833 143 659 1924. _____________ . ________ 
5,657 4,588 1,380 2,200 1,924 276 829 1925. ___________ ._. ________ 6,201 5,125 1,352 2,452 2,261 221 1,153 1926. ____ . _____ . __ . ________ 6,314 6,189 1,344 2,667 2,418 249 1,087 1927 _______________________ 7,556 6,219 1,47. 3,183 2,962 221 1,474 1928. ______________________ 8,040 6,789 1,379 2,385 2,175 210 2,961 1929 _______ . ______ . ______ ._ 10,001 9,420 1,418 2,078 1,873 205 5,924 1930._. ______ . ____ . _____ . __ 6,009 6,004 1,434 2,980 2,460 520 1,.103 1931. ____ . ________ . ________ 3,089 2,860 1. 265 1,240 951 289 311 1932 ______________ . ________ , 1,194 '1,165 ' 762 305 271 34 20 1933. _____________________ 
' 720 '708 ' 483 40 24 17 120 1934. _____________ . ________ 1,402 1,402 819 144 112 32 35 

QUARTER 

1932-FirsL ______________ ,421 r 421 282 125 '112 13 9 Second ______________ , 245 ' 246 '194 26 23 ' 4 0 Third ______ . ________ 
' 261 '234 ' liS 93 83 10 3 

Fourth _____________ '278 ' 265 ' 168 ~I 04 8 8 1933-First. ___ . __ • ________ 101 101 63 20 1 6 Second. ____ ._. ______ ' 186 179 146 20 ' 4 16 13 
ThircL_ 262 226 ' 98 0 0 0 70 
Fourth. _~ ___ ::::::: '202 '202 '177 0 0 0 25 1934-Firnt ____ . ___________ 224 224 176 21 9 12 12 
Second ______________ 369 369 263 49 49 1 17 Third ___ . ____ . ______ 440 '440 146 32 13 19 4 
Fourth _____________ 370 • 370 233 42 42 0 2 

,. Revised. 

IS#: 

Foreign 
issues :I 

---

3 
i 
6 

92 
97 
26 

764 
421 
969 

1,07 
1,125 
1,337 
1,251 

671 
905 
229 
' 29 

12 

'17 
' 13 

0 
7 

' 6 
0 
0 

0 

1 Source: Commercial and Financial Chronicle. 
I Compiled by Department of Commerce. 
3 Includes issues of Federal land banks and Federal intermediate credit banks not shown separately. 
'Includes bODds of Federal Farm Mortgage Corpora.tion and of Home Owners' Loan Corporation 

sold by publio offering. 

Back figur<6.-See Annual Report Cor 1933 (table 112), 

129288-35--13 



184 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

No. 93.-8,!CURITY PRICES 

(Average of daily or weekly ftgures) 

Bonds I Common stoclta (1928-100) 

Year and month 
Corpo- Corporate Pre-

11. 8. :.~ I--~-~-~--I ferred L" 
Gov- munic- stocks' Total ~ :'a':i ~~m~ ::-t (m;~ Total ~ =- Utility 

grade) 

----1·--- ------- ----1-
Number or Issues._ • 7-16 '60 60 :It 20 20 20 421 351 aa 

m~::::::::::::::: -~ :.~ -Ii '-II-I! -II IMtt ~~ IlIT ~:~ I:: 1921.______________ 81.8 103.0 66.2 61.6 61.8 67. 
1922 _______________ ! 92.4' 114.0 87.7 64.7 '/2.7 70. 
]923_______________ 91.8 • 114.4 69.0 66.4 71.9 73. 

~::::::::::::::::: ::~ :: t~~: :; :: ~t~ ~ 
~=::::::::::::::: ~:::~ ::g l~t; :: ~~:~ ::: ~~:~ ~~~ ~~:: :~:~ t~: 
l{J~lL. _____________ 103.9 98.7 100.8 96.8 108.7 100.0 130.9 149.9 164.3 128.6 148. 
1929. ______________ 100.9 95.7 98.0 93.2 103.3 97.7 127.4 190.3 189,4 147.3 ZM'! 

~::t::::::::::::::: :8::: :.~ ::: :t: IggJ ::: ~1t1 1::1 1:: ~r ~~t 
~~::::::::::::::: l:~ .::A ~:: :J ~: ::: 1::~ :.: :.: ::~ ~:o! 
1934 _______________ 103.4 96.7 84.5 81.9 83.8 87.8 120.7 72.6 81.3 a6 68.'1 

1933 
1anuary ___________ 103.3 

i:~:::::::::: ~~~ 
tl.~:::::::::::::: l~ ~ 
1une ______________ 103.2 
1uly_______________ 103. 3 
August____________ 102.9 
September________ 103.0 
October ___________ 102. 9 
November _________ 100.:; 
December _________ 100.0 

11134 
1anuary ___________ 100.3 

::~:::::::::: 101.9 
102.8 ApriL _____________ 103.7 May ______________ 104.4 

Jun8 ______________ 104.7 July _______________ 105.2 August ____________ 104.1 
September ________ 102.3 October ___________ 103.. November _________ 103.. December _________ • 04.1 

• Revised. 

8<.1 
82.. 
76.7 
75.< 
82.0 
86.8 
S9.6 
89.' 
87.9 
86.' 
82.0 
83.0 

86. a 
93.' 
96.1 
27.0 
27 .• 
99.0 
99.' 
27.8 
96.7 .... 
... 8 

100.0 

70.7 
... & 
66.0 
64.8 
72.. 
Tl.7 
8US 
80.8 

''l1.6 
75.3 
72.1 
73.0 

..... 
64.0 
84.8 
87.0 
86.1 
86.' 
86.1 .... 
83.0 
"'-. .... 
86.8 

64.' 
62.1 
00.7 
61.0 .... 
72.8 
7&8 
76.9 
7U 
72.7 
70.& 
71.6 

7U 
79.8 
"'5 
"'8 .... .... 
83.' 
82.. 
82.' .... ,3.4 
86.4 

.... 
62.' 
00.0 
&8.' 
69.4 
7a1 
82.' 
81.2 
76.8 
73.' 68.' 
72.2 

79.0 
86.8 
86.f 
88.7 
86.' 
1J7.1 
86.8 
81.3 
79.' 
81.6 
81.0 
83.' 

8U 
80.7 
76.8 
7U 
79.' 
8U 
86.8 
86.3 
81 .• 
79.7 
77.a 
77.1 

80.' 
86.' 
1J7.7 
89.7 
89.1 
89.' 
89.' 
87.9 
87 .• 
88.1 
88.8 
88.8 

27.8 
96.7 
93.1 .&7 

103.3 
109.7 
112.6 
112.9 
112.0 
109.8 
107.5 
1l11.7 

111.2 
116.6 
117.6 
120.2 
lZl.0 
122.1 
J23.6 
122.. 
121.0 
I"" 124.1 
127.8 

49.1 .... .... 
47.6 .... 
7<.9 
80.' 
7&1 
74.8 .... 
69.1 
70.' 

76.6 
80.' 
Tl.1 
79 .• 
71.8 
73.' 
71.4 
1J7.8 
1J7.0 
67.3 .... .... 

.... .... 
41.6 
48.8 
86. a 
Tl.a 
83.' 
78.8 
80.7 
7lUi 
76.7 
.... 8 

84.0 
86.' 
8<.9 
88.' 
79 .• 
81.4 
79.7 
78.7 
71l.7 
78.' 
80.1 .... 

27 •• 
26.7 .. .. 
26.a 
a7.6 
".0 
62.. 
49,4 
47.2 
40. a .... 
... a 

46.6 
00.0 
47.6 
f!U 
43. • ... , 
41.2 
au 
86. • 
86.0 
86.a 
86.8 

8)! 
73.1 
~:Ia 79. 
96. 
27. 
87. ! 
80. 
7& 
70. 
1J7. 

73. 
80. 
78. 
78. ... 
71. ... 
"'-... 
62. 
00 . ... 

1 Price indexes derived from average yields. 

: t:= ;~~-: P~:~:1 :~di:=~=-in 1926 with ,; Liberties and 2 Treamries; n., 
Treasury issues were included as they appeared on market; 2d LlbertJes were dropped in July lWl aDd 3d 
Liberties in July 1928; average In December 1934 lDeluded 3 l4bert1ee aDd 13 Treuurlel. ~ 

4 Forty-dve corporate and U mun.lelpal. 
• Averages Dot computed. 
8oureU.-lI'or United States Government bonds. Federal Reserve Board and :recleral Baerve Bank 

New York; tor other bODda and ror atoc1aJ. Standard Statistics Co. 
Back filutu.--See Annual Report for 1933 (table 113), IUd 1M bigb-srado bondl. preferred noca. 104 

common stoc.ltB, see Annual Report tor 1930 (table 123). t 



BUSINESS CONDITIONS 

No. 'i.-BOND YIELDS 

(A ....... I daUy or weekly ...... 1 

- - liSa 

Corporate. by ratings I 
Yeat and JDODth 

us Munfc
~~- ~h (----,.----.----~-----

-. ~ Aas. Aa A. Baa 

---------------
NUmber or Issues ________________________ :>-•• '6 .. .. .. 30 ------------------lIU9_~. ________________________ ~ _________ 

4-" <.(. ~48 5. as 8.48 7." 1920 ____________________________________ 6.32 .... '.12 6.59 7.41 8.20 1921 _____________________ "' _____________ 5." 5." 5." 6. .. 7.'Z1 8.35 1922 _____________________________________ .... .... ..12 ..59 6. OS 7. OS 1923 __________________ ..: ___________________ 4.3. .. .. ~12 .... 8..7 7." 1924 ______________________________________ •• 00 .... •. 00 M. .. .. '.83 1926 ___________ .. ______________________ 3.86 4." 4.88 ~ .. .... 6.'Z1 1926 ____________________________________ 3.68 .... .. 73 <.97 . ... 6.87 1927 _____________________________________ 3.34 .... <-57 4.77 .... '.48 1928 _____________________________________ •. 83 .... .... ..71 •. 00 ..6 • 192IL ___________________________________ 
3." ,,'Z1 .. 73 .... •• 'Z1 .... J930 ____ ~ ________________________________ .... ..07 .... U7 •. 18 .. '" 193L ____________________________________ .3.31 .. In .... .... 6. •• 7.61 1932 ___________ • __ ;. _______________________ 3.66 .... U' •. 97 7." 9." 1933 ____________________________________ "3' .. 71 .... .... .. "" 7.76 193f ___________________ ; __________________ 3. .. 3.95 .. 00 .... .... 6.32 

1932' January _________________________________ 4.32 .... .... 6.07 7.06 9.14 February ________________________________ 4.11 •. OS .. 23 6.'3 7.06 8.87 Mareh ___________________________ -<- ______ .. 01 .. '" .... •. as .... 8.83 

tfa':::_:::::::::::::::::::::::::::::::::: .. 66 .. 73 6.17 6.10 7.48 10.48 
3.71 .. 77 U. '.38 .. '" 11.63 lone ____________________________ . _______ S.73 .... .. .. .... 8.'" 11.52 

i~~jC_:~:::::::::~:::::::::::::::::::: 3." .. 78 U. B.61 8.19 10.79 
.. 42 .. .., U' •. 83 .... .... September _______________________________ 3-83 .... "70 6." .... 7.01 October _________ • _______________________ .... <.37 .... 6.61 .... 7.87 Novem.ber _______________________________ .... 4.83 .... 6.67 .... .. .. Deoember ____ -" ___________________________ 
3.81 4.37 .. 59 .... .... .... 

1933 

~:-:~:::::::::::::::::::::::::::::: 
3.19 "23 .... .... 6.16 8.0' 
3.20 .. 23 .. 48 .. 36 .... 8.38 .... .. .. '.68 .... . ... 8.91 

tea'::_::::::::::::::::::::::::::::::::::: .... . ... .. 78 6.81 . ... 9.12 
3.81 5.'Z1 .... 6.'" '.20 7.n June _____________________________________ 8.22 "71 .... .. "" .... 7.07 July _____________________________________ .... .. .. .. 36 '.83 .... . ... 

~=bW::::::::::::::::::::::::::::::: 3.21 .... .. .. .. 77 6.61 6.77 
S." .... .. .. "96 '.70 7.'Z1 

~~~:.:_b6i::::::::::::::::::::::::::::::: 8.22 .... .... "97 5.76 7.49 .... . ... .. .. .... '.22 7." December ________________________________ 
&53 .... ...., •• 'Z1 6.21 7.75 

'934 

~~~~jjj~j~jjjj~jj~jj~~jjjj~jjjjjj 
.... <.67 .. 36 6.00 •. 72 7.01 
8.32 f,4' .... .. 70 .... 6.'Z1 

'''·3.21 .... .... u. 15.12 ..26 
3.12 ... , .. 07 .... 4.97 .... 
3.01 .... .. .. 4.37 .... 6.06 

------------.------------------- ~ .. t~ .... .... .... ..06 
-----.--------------- ..... ---.. --~-- aas .... 4.28 .... ..18 
---.,,--------.~-... --.... --.-.. -- a .. 3.81 3." U. .. "" 8.49 
---------.--------------------- 8." 3." .... ... 2 6.17 6.57 

.to 3.08 3." 3.'" .... .. 00 6.4.0 

~=::::::::::::::::::::::::::::::::: .... 3.67 3.86 4.'Z1 .... 6.37 
2.97 3.52 .... "'Z1 .... 6.23 

1000pnted by DtvlstOD of Research and Statistics of U. B. Treasury Department. For description of 
average see Federal Reserve Bulletin. lor lone 1934. p. 322. 

I Standard. Statistics Co. . 
I MoodY's Investors' Berv1oe • 
.a..t_.-8eo ..... uaI Report I ... 1I3S (table "". 



, 
Year and month 

UI19 ____________ • 
UI20 _____________ 
1921 _____________ 
1922 _____________ 
1923. ____________ 
192f, _____________ 
ID2.D ____________ • 
1926 _____________ 
1927 _____________ 
1928 ___________ ._ 
1920. ___________ • 
Ul30_ .. ___________ 
1031. ____________ 
1932 _______ • _____ 
1033 _____________ 
l'aat.. ____________ 

1818 
January __ • ______ 

a~:.:::::: 
u.r::::::::::::: June .• __________ 
JuI'_ ... _____ • ___ 
Auauat_. ________ 
SePtember. _____ 
October _____ • ___ 
November __ .. ___ Deoember _______ 

1920 
January _________ 

~!:h~_-..:::::: 
t.r.::::::::::::: June ________ • __ • 

No. 95.-;-INDEXEB OF PRODUCTION, EMPLOYMENT, AND TRADE 1 

119.25 average-tOO] 

Industrial production Construction contracts aWl1I'ded (value)' Fa .. 
FacUry em. to .... 

Total Manufao:tUHS MIneraII Total ResIdential All other ployment l pay 
rollB' ---- ------------ ------------UDftd- Ad· Unad- Ad· Unad- Ad· Unad- Ad· Unad· Ad· Unad- Ad· Unad- Ad· Unad-IUitad IUitad lustad IUitad lustad lusted lusted lusted lustad lusted lusted lusted Justed lusted lusted -- ------------ --------------

83 ------- 84 ------- '1'1 ------- OS ------- « ------- 7\) ------- 107 ------- 111 87 ------- 87 ------- 80 ------- OS ------- 80 ------- 00 ------- lOS ------- 117 .7 ._----- 87 ------- 70 ------- .. ---.--- « ------. OS --_._-- 8. ------- 7. 8& ------- 86 --._-.- n ------. 7\) ------- 68 ------- 8S ------- 91 ------- 81 101 ------- 101 ------- ,lOS ------- 84 ------- 81 ------- 80 ------- 104 ------- lOS .. ------- .. ------- .. ------- .. ------- 96 ------- .. ------- 111 ------- 90' 104 ------- lOS ------- .. ------- 122 --_.--- 124 ------- 120 -----.- .. -----.- 101 lOS ------- lOS ------- lOS ------- 129 ------- m ------- 136 -----_. 101 ------- 104 106 ------- 106 ------- 107 ------- 129 _._--_. 117 ------- 139 --_ .. _- .. ----._- 102 1II -----_. 112 --_.--- 106 ------- 136 ------- 126 .------ 14. ------- .. ------- 102 no ------- 119 ------- m ------- 117 ___ w ___ 87 ------- 142 ------- 106 ------- 109 .. ------- .. -.. __ ... - .. ------- .. --.---- &0 --_ .. -- 136 ------- •• ---.--- .. 81 ---.-.- 80 ----.-- 84 ------- 63 ------- 87 --.---- 84 ------- '1'1 ------- 68 .. ------- 63 ----.-- 11 --.---- 28 ------- IS ---_._- .0 ------- .. ------- .. 76 ------- 76 -----.- .. ------- OS ------- Il ------- 87 ------- .. ------- •• 7\) ----.-- 78 ------- 80 ____ ow. 82 ------- I. --_._-- 48 ------- 7\) ------- 52 

II 82 .. 8' 74 7\) 2t 80 • Il 80 .5 106 106 06 78 7\) 80 80 68 70 '17 82 16 18 37 « 102 lOS go 76 76 78 78 61 66 • 0 •• 2& 24 6. 61 102 102 00 '1'1 78 80 79 66 71 68 « 39 82 .. 54 lOS 103 39 80 78 80 78 76 14 09 116 62 42 83 .. lOS lOS go 84 88 84 84 8. 76 8. 70 61 68 .. 60 104 104 9. 87 87 87 39 8S 81 .. 78 88 68 lOS 00 107 107 9& 39 39 00 0' .. 78 82 78 .. 61 101 .. 110 lOS 100 SO 87 39 88 .. 8& 81 78 60 .. .. .. "' 109 106 SO 86 8S 86 9& 87 7. 78 54 66 00 07 III 109 102 87 8& 01 39 .. 68 7. 8S •• 61 .. 117 IlS 112 107 81 .. '88 .. 70 '1'1 .. 00 87 .. 00 128 n. lt6 11. 

tI2 9& .. .. 82 86 86 01 at .. OS I .. 11& 117 117 OS .. .. .. 78 84 72 .. 81 .. 106 I'll II. 116 II. .. OS .. 9& 80 87 80 78 .. 87 113 110 no 110 124 87 8S .. SO 13 82 .. 71 t6 .. II. .. It6 It4 121 tI2 .. .. 01 .. 86 82 86 " 82 lit 01 112 It. 122 tI2 ., .. ., .. sa 72 OIl 81 80 106 8& llt llt tot 

Frelght-car loadinp 

Total Merchandlae. 
1.0.1. 

UnBd.- Ad· Unad- Ad· 
lusted lusted lusted justed 
---- ----

84 ------- ----jr .-._---
.1 ------- -------
7\) -_._--- 87 -------
87 ------- .. -------

100 ------- .0 -------111 ------- .. -------
lOS ------- 106 -------
106 ------- 106 --.----
lOS ------- lOS ____ a_. 
103 ------- 104 -------
106 ----_.- 106 -------.. ------- 111 --.----
76 ------- '87 -------
66 .------ 72 -------68 ____ a_. 67 
62 ------- 66 .---.--

76 84 ------- -------
72 83 ------- --.----
71 78 ------- -------
13 80 ------- --_.---
80 81 ------- -------
83 80 ------- -------.. 8& ------- -----_. 
01 8S ------- -------102 01 ------- -------.. 87 ____ a __ -------
86 .. -- .. ---- -------82 00 ------- -------

84 .. ____ po. -------81 01 --.---- -------
87 .. ------- -------
76 84 .-.---- --.----
8S 8S ------- -------.. .. ------- ------

Department 
store sales 

(value) 

-'----
Unad-
Justed --

78 .. 
87 
8S 
OS .. 

lOS 
106 
107 
lOS 
1II 
10. •• .. 
67 
76 

60 .. 
OS 
'1'1 
13 
76 .. 
60 
76 
SO 

101 
137 

82 
74 

' .. 
01 

101 .. 

Ad· 
luated 
--
--------------
-------
----------------------------
------------------------------------------
-------
-------
-------

71 
sa 
72 
72 .. 
7 • 80 

8 

80 .. 
1 .. 

86 .. 
SO 
OS 
OS .. .. 



luly ____ ._. ______ 88 .. 87 89 94 88 .. &7 20 .. OS 89 109 109 119 gO 91 72 .. 78 OS 
August .. _____ ••• 89 .. 88 .. OS 91 68 114 .. 20 .. 78 100 107 l:n go 94 8. 83 78 97 
SePtember ______ 68 86 87 86 94 86 "" 114 .. .. 80 77 108 10& 120 108 01 86 8' 86 O. October _________ 86 83 83 8' 100 01 .. .. .. .. go .. 104 10' 116 108 oo 86 81 102 go 
November_ •• ___ 78 76 .. 73 .7 94 .. .0 21 .. "" 70 97 .. 107 94 01 8' 80 II' oo December_,. ____ 88 72 .. 88 87 94 .. .. 19 21 .. .. oo oo OS 82 oo 78 80 I .. 00 

1921 
January _____ ._._ .. .; 114 114 77 81 81 43 19 .. '0 68 81 8. 88 7 • 78 72 78 88 .. 
i:~::::::: .. .sa 114 114 72 77 37 43 .. 32 .. 83 83 83 81 72 78 78 83 76 go .. .. 63 63 .7 72 .. .. 86 .. &7 66 83 83 8' 71 7 • 86 8' 88 80 ApriL _______ • ___ .. .. .. OS .. 72 SO "" .. 36 78 .1 82 8' 78 7' 77 87 83 87 89 

ru:!:::::::::::: 67 "" .. 114 78 73 .. .. 48 38 81 .. 82 .8' 77 78 78 88 86 91 87 .. .. .. .. 73 71 .. .. .. •• 80 .. 81 81 " 80 80 80 88 86 87 July _________ • __ .. .. 63 114 76 88 •• " .. •• 77 .. 80 80 " 83 81 oo oo .. 87 August .. ____ . ___ 67 67 .. .7 71 .. .. 01 '8 " 77 70 81 81 74 80 77 8. .. 63 .. September. _____ .. OS .. OS " 67 .. .. 114 ~ .. 71 83 8. 73 80 80 .. 00 1. 8. 

:S~~e~bei:::::: 73 71 78 71 78 71 .. .. "" • 7 72 .. 83 73 O. 83 ·0. go O. 86 
72 71 72 71 71 68 .. .. .. 59 68 " .. 83 72 81 77 go 00 97 83 

~ December ___ .••• .. 76 .. 76 .. .. .. .. 114 59 .. 72 83 83 78 72 77 88 00 18. .. 
'9" 

i tr~::::::: 
72 73 72 73 73 77 .. 67 .. 61 .. 72 83 .. 70 7 • 80 .. 9. 73 83 
7. 76 " .. 81 83 59 68 58 .1 68 " 83 .. 72 70 .. 88 98 .. 83 
81 80 80 76 .. - 9, 77 7. 66 ., .. .. 86 .. 76 .. .. o. .. 77 .. AptU ____________ 

'" 77 83 81 48 .. 9. 78 80 .. 107 .. 86 .. .. 77 81 101 oo 00 87 

~~:::::::::::: 82 81 87 86 83 114 100 ·80 83 68 113 00 .. .. 77 n 78 o. 9S 80 87 " 86 .. 00 00 83 .. oo .. 78 " 117 94 00 00 81 88 .. 100 oo 83 .. 0 1uly _____________ .. 83 88 00 61 67 oo 88 70 74 117 oo 88 .. 70 87 83 97 97 114 .. 
~ 

~5~~~~~~~ 
83 83 .. 87 .7 ., .. 86 83 .0 110 100 91 91 83 88 84 1!3 94 .. 88 .. 88 .. .. 88 81 80 80 .. .7 1!3 00 9. OB 87 OS 88 95 00 83 91 

I OS 1!3 9. 94 OS 00 72 70 68 .. 76 81 97 oo oo 100 80 9. 00 '02 .. 
oo 97 oo 97 OS 94 67 76 71 7. 83 '" 119 OS .. 100 O. 94 01 168 .. Deoember ______ 9. 100 .. 100 94 100 63 78 72 76 .. 81 '01 101 .. .. .. 88 91 16' .. 

'023 
JanU8l'Y. _______ oo oo oo go 97 101 M 83 68 80 61 .. '01 108 96 00 oo .. 94 78 01 

::~::::::: 101 100 108 100 94 go 76 83 77 8. " .. 108 108 OS 88 07 87 O • 77 .. 
168 108 166 108 07 108 .. 83 87 80 01 80 168 16. 108 94 101 .. go .. .. 

tF.:::.:.:.::.:.:.:.:.:: 197 166 109 10' oo 111 10' .. 07 76 166 .. 168 10, 104 06 1M 06 0' 97 100 
108 166 108 106 107 108 10. 84 .. 77 113 .. 106 105 107 102 10. oo 97 100 08 lune _____ . ______ 10. 166 104 168 113 108 94 .. 80 76 106 88 166 106 108 104 10. go 08 oo 101 July. ___________ 101 104 OS 108 11. m 83 76 72 77 91 79 10. 106 108 105 10' gs 08 78 08 

t.'=b8i:::::: 100 103 gs 101 116 110 76 76 68 75 ·83 76 168 16. 104 106 101 07 97 76 101 
101 100 100 101 106 07 80 81 77 81 SO 80 106 104 104 111 oo 10. 97 94 100 

Bur!i:~exr:~rmJ'~ret~~.tht==o:STe 1 tr~~ t~J!~~ ':D~1lo~!~t[~~ ~d~t~~tli:dU,:r~~ J:~~8naa:db~~~9~ 
(oertain revisions March 1929, Feb~ 1931, eptem er 1933); Indexes of factory employment and pale roR; (revIsed series) MaL and June 1934; 
Index of construction contracts awarde • July of frej August 1927 (certain rev1s1oDs FebJuar'y 1931); lndu of pBrtment Itore salM, Fe ruary 1928 (cer-
tain revisioDi November 1930 and Aprtll935). . ' .... I Based on 3-montb moving average of F. W. Dodge data centered at second month. 

~ I Revised ser1eB, 1919-34. . 



Year and month 

1923. ____________ 
October. ________ 
November ______ 
December _______ 

1024 
1anuary _________ 

i::rr~~~::::::: 
tl:~:::::::::::: lune ____________ 
July ____________ 
August- ________ 
September ______ 
October _________ 
November ______ 
Deoember _______ 

1926 

&~~::::::: 
tl:~ ___ :::::::::: 
June ________ • ___ 
July_" ______ • ____ 
August. ________ 
8oPteInber ______ 
Ootober. ________ 
November ______ 
DOOQJl\ber _______ 

1026 

&~~:::~::: 

No. 95.-INDEXES OF PRODUCTIO~, EMPLOYMENT, AN~ TRADE-Continued 

[1923-215 average-lOO] 

Industrial production Construction contract8 awarded (value) Fa .. Freight-car loadings 
Factory em- tory 

Merebandlse. Total Manufactures Minerals Total Residential All other ployment 
:'.'1& Total 1.0.1. ---- ------------ ------------------

Unod- Ad- Unad- Ad- Unad- Ad- Unad- Ad- Unad- Ad- Unad- Ad- Unad- Ad- Unad- UnOd- Ad- Unad- Ad-
Justa<! justed Justa<! Justa<! lusted lusted Justa<! Justa<! Juota<! Justed lusted. Justa<! justed justed justed Justa<! Justa<! Justa<! justed -- ---------- -- -- ---------- ----I- ----

-90 100 98 1\3 98 10. 90 10. 104 81 811 83 1M 80 86 1M 103 107 110 
90 98 98 97 108 100 8' 01 80 00 7. 91 103 103 1M 104 90 10' 90 
9. 97 9. 97 93 90 77 9. 80 II< 68 00 101 10. 103 88 97 II< 98 

90 100 90 90- 100 lOS 76 9' 8. 101 6? 91 100 10' 90 91 90 91 90 
104 10' 1M 101 100 10' 87 07 101 107 7. 80 10' 102 104 O. 10' .0 100 
103 100 1M 100 93 90 102 98 II. 10. .. II< 10. 101 104 .. 100 101 100 oo 95 98 95 83 93 113 .. 110 98 108 .. 100 100 10 • 00 00 101 90 
00 i: 80 88 93 93 III 95 107 oo "' .. 97 97 98 O. .. 101 .. 
1M 82 1M .. 93 .. 91 00 91 100 91 .. 94 02 93 91 - 97 90 
81 1M 73 68 .. 93 9. _88 8' 87 101 88 91 92 86 94 9' oo 97 
87 SO 80 80 .. 92 88 86 73 .. 95 87 92 9. 80 .. .. 98 98 
95 II< 93 OS 103 97 93 9. .. 88 .. oo 94 OS 03 111 .. 194 .. 
98 9. 97 .. 194 .. 95 98 98 OS oo 103 95 '" .. II. 100 194 101 .. 97 90 97 100 97 93 .. 97 9' 91 103 9. .. 94 104 00 103 100 
97 101 98 10' .. .. 1M 98 00 9' 80 101 .. 97 98 OS 101 97 101 

1M 1M 106 195 101 105 73 97 80 oo 76 90 oo 98 9' .. 1Il3 .. 102 107 104 100 105 •• 100 00 103 00 90 00 106 98 98 101 95 10. 101 104 107 103 109 194 00 oo III 107 114 106 109 108 90 98 102 95 101 105 104 104 102 106 103 80 100 127 III 131 - 112 "" 110 90 .. 100 .. 103 lOll 104 103 102 103 102 lOll 194 133 118 ISO 117 130 liS 98 98 101 103 102 106 104 106 10. 100 10. 104 101 131 123 ". 126 137 120 98 90 .. 10 • 100 104 104 .. 103 .7 lOS 107 104 140 131 131 135 1<7 123 98 .. 97 104 10' 103 104 101 103 .. 102 "' 107 140 137 137 145 H. ISO 100 .. 90 110 106 105 105 102 101 103 103 .7 SO 180 133 14, 141 13' 127 10. 100 90 II. 10. III 105 107 104 108 106 98 00 128 131 140 138 118 125 10. 101 105 113 102 109 106 lOS 107 110 109 98 95 125 131 180 137 113 126 10. 102 105 109 105 109 106 108 109 106 112 80 IJ3 119 136 125 lSi 113 138 102 10' 105 97 107 101 106 

1M 106 108 109 00 91 118 180 113 135 lIS HI 101 10. 101 .. 104 98 106 108 105 III 107 9. .. 121 180 '" 127 126 149 10. 102 lOll oo 103 102 105 II. 106 112 106 .. 106 130 127 128 121 132 132 100 102 107 90 105 107 106 

Department 
~ore8ales 

(value) 

UDad- Ad-
Justa<! Justa<! 
----

11l 101 
117 100 
16< 90 

86 90 
1M 101 
88 90 

103 98 
98 97 
97 100 
71 96 
72 .. 
oo 101 

10. .. 
117 100 
165 .. 

1M 90 
85 103 

'" 103 
lOll 10' 
103 10. 
98 10. 

" 100 
70 101 
97 101 

122 III 
122 104 
176 104 

00 106 
87 105 
07 101 

I-' 
00 
00 



~:-:::::::::: '''' 107 110 106 Il<I '''' ". 126 140 121 14. 130 101 101 104 .. lOa 100 lOll 100 lOll 

107 106 108 106 103 104 136 120 136 120 130 120 100 101 108 100 10' 107 10' 100 109 
June. ___________ 100 108 106 108 109 107 131 122 120 119 140 126 100 101 103 109 107 100 100 100 lOa 
July ____________ 103 108 10. '''' 110 lOS 136 126 116 119 '" 133 .. 101 .. 110 107 104 10' rr 10. 
August. ________ 109 110 '''' 110 m 109 137 13. 116 119 I .. 142 101 101 108 110 107 108 10' SO lOS 
SePtember ______ 113 ll~ "' III 119 110 137 130 122 120 149 139 108 101 104 121 108 110 100 104 106 
October _________ 116 113 III -124 II. 127 130 '" 122 130 137 108 10. lOS 122 108 109 104 120 109 

~ovember------ 110 110 108 109 '" liS 126 ". 120 liS 130 14. 101 101 104 "' 109 108 ,106 I .. 106 
ecembur _______ 101 IOZ .. lOll 113 119 114 181 109 117 119 142 100 101 104 93 '''' 101 lOa 181 107 

1927 
January. ________ 106 107 lOll 106 "' "' 107 18. 97 117 118 1« 93 100 9S .. 106 93 108 91 107 

::~~::::::: III lOS 110 107 113 117 114 131 10, 117 121 14. 100 100 104 .. 107 102 104 SO 193 

113 II. II{ 108 III 120 13' 128 I .. "' 138 138 100 100 106 ,.0 109 106 I.' 9' '.6 

~:::::::::::: - 110 '''' "' '''' Il<I 106 1« 128 133 m 16' 139 100 100 lOll .. 106 lOll 104 109 106 

112 ,109 "' 110 lOS 109 I .. 128 13. 116 167 ,,9 .. .. 104 lOll 108 100 104 10' lOll 
June. ___________ 107 107 106 108 lOS 100 "0 128 117 "' 168 14. .. 100 10. lOll 104 m, lOll 101 100 
July ____________ I.' 106 10. 107 108 101 140 128 "' "' 180 140 98 .. .. 104 100 '04 10' 76 106 til 

:e=b8i:::::: 100 106 104 106 III 100 131 126 108 "' "9 136 .. .. 10. 109 104 106 10' so 111 ijl 
106 I .. lOll 104 III 104 133 128 119 liS 14, 136 101 .. 101 116 108 110 10, loa 104 

October._. ______ 100 102 104 102 112 loa 126 128 120 119 131 135. 100 93 10. "' 101 109 104 117 107 

~ November ___ • __ 101 101 100 101 106 102 122 129 120 121 124 '.6 97 D7 .. 101 93 106 104 126 108 
December _______ Il<I 102 0' 102 D7 10. III 131 III ,.. III 138 .. D7 100 88 .. 93 104 "0 106 

1928 
gj 

&l?::::::: 108 107 106 107 106 loa III 137 116 189 108 136 9' D7 .. 9 • 100 6S 168 91 108 ('} 

III 109 118 110 .. 102 '" 138 128 14' m 13' D7 D7 101 .. 10' 101 I .. 88 106 0 
112 108 114 109 93 100 138 187 143 136 134 137 .. 97 loa D7 108 108 104 D7 107 

~ AprU ___________ 110 108 118 109 .. 100 168 137 16' 130 167 ". D7 D7 101 06 101 lOa 108 108 '06 
May ____________ 110 108 III '''' 104 106 169 137 149 130 168 '43 97 D7 101 'OIl loa '''' 104 107 107 3 lune ____________ '''' '''' 108 109 104 102 1M 139 1<0 133 '68 14. OB 08 10' 101 100 loa loa 10. 107 
July ____________ 100 109 106 110 104 10. 142 13. 127 126 , .. 137 .. 98 69 106 10. 104 10' BO 110 0 
August. _ .. ______ 110 110 110 III III 105 137 ,., 116 119 18. 141 100 .. loa 109 10. 104 104 SI 107 ;)l September ______ 110 "' 110 "' m 107 138 134 118 118 1M 147 10. 100 10. 119 10' 109 10' 113 112 
October _________ liS 116 117 116 I .. III 134 136 110 II. 180 ,,0 108 101 108 119 '06 109 104 118 108 
November. _____ 11. 117 118 118 liS "' 122 18. 112 "' 130 146 10. 10. lOll 109 107 107 10. 128 108 
December _______ 109 liS 110 120 106 III 107 '27 OS 106 117 , .. 101 100 106 .. 106 .. lOa 192 III 

1929 
lanuory_~ _______ 117 119 117 120 "' 110 9S '20 SI D7 III '39 101 108 100 .0 '''' D7 104 DO 110 
February ________ 121 liS 122 118 116 119 102 liS 84 .. 116 137 loa '04 109 .. 107 101 104 ., III 
March.. _________ 124 liS 126 120 101 109 121 121 106 101 133 137 104 104 110 .. lOll 106 lOll 107 112 

tr.::::::::::::: 124 121 128 122 103 "' 139 '" 117 100 168 142 100 '0' II. '02 lOS 107 104 103 110 
126 123 128 123 116 117 143 121 II. D7 168 141 lOll lOll 113 '09 107 107 104 109 109 

June. ____________ 126 128 127 127 110 114 1« 126 102 96 I7S 16. 106 '06 III 110 103 108 108 lOS 113 
July _____________ 120 124 120 128 118 116 "6 124 .. 93 170 "9 106 107 107 III 107 lOll 106 79 109 
August-_________ 122 121 122 122 121 "' 129 122 84 86 186 15. lOS 107 112 116 107 106 106 84 111, 

~lto~~:::::: 123 121 123 121 127 liS U2 110 73 73 1« 149 109 106 113 '" 106 110 106 117 114 
121 liS 119 118 127 116 104 107 67 67 130 13. lOS '06 "' 118 104 109 104 122 ~::. November ______ '''' 110 107 110 114 110 .. 103 86 67 116 13. 104 104 104 102 102 106 104 128 .... 

December _______ .. 103 .. 101 110 116 84 102 .. 61 109 136 100 101 101 so 102 .. '03 191 lOS 00 
CO 

~ 



Year and month 

1030 
:January _________ 

:r~_~::_::::: 

f!ii~.::::::::::: luI1_. ___________ 

~=~::-:::: November ___ n __ 

Deoember. ______ 

1981 

&l~::::::: 
r.:it_:~::::::::: 
ii~E.~~·:·~~~~ November _______ 
December •• _____ 

No. 9i.-INDEXES OF PnODUCTION, EMPLOYMENT, AND TRADE-Continued 

[1923-26 average-lOll] 

Industrial product1on Construction contracts awarded. (value) FrelgbWlrloadlugs F ... 
Faetoryem- tory 

Manufactures Mlnerala ·T~tal Residential Allotber 
ployment pay 

Total Merchandise, Total rolls 1.0.1. ---- ------------ --------------
Unad· Ad· Unad- Ad· Unad· Ad· Unad- Ad· Unad- Ad· Unad- Ad· Unad- Ad· Unad- Unad- Ad· Unad- Ad· Justa<! justed justed Justed lusted JWlta<! lusted Justa<! lusted Juata<! lusted Justa<! lusted lusted Justa<! lusted Justed Justa<! Justed -- ------------ ------------------ ----

lOS 106 102 lOll lOS 110 '18 \Ill .. .. 1M 128 97 IK) 90 89 100 04 101 100 107 110 107 1M lOS 89 1M .. '9 128 148 97 98 IK) 9' IK) 98 101 
106 lOS 100 104 9' 98 102 '02 54 ,. W I .. 97 97 IK) 00 90 '01 100 ,07 'M no 104 04 '04 113 10' 6. 53 , .. 140 90 90 98 93 97 10' 98 lOll 102 106 '0' '02 'M '26 lOll 61 62 178 148 9' 9. 9. 97 90 101 98 IK) 98 98 D7 lOS 10. m 90 54 '9 '" '4D 93 93 9' 95 93 98 98 
00 98 89 92 '00 '00 '07 9. 48 47 '55 13. 00 00 .. 9. 9' M 9. 00 00 88 88 '01 90 85 81 48 .9 !l5 '06 89 88 88 90 89 95 9. 92 90 00 89 101 04 .. 81 52 52 lOS lOS 90 87 84 90 87 90 \Ill 
00 88 87 88 lOll 9. " 78 51 •• 04 90 88 .. .2 97 88 97 93 .. .. .. .. 90 92 .. 76 48 48 .. 90 .. .. 77 .. 84 04 92 
76 .. , . .. 89 93 69 '18 87 48 77 98 .. 88 7. " 84 .. 9' 

82 88 81 88 87 8Il 68 7! 87 .. , . 93 80 .. 70 " 82 88 00 87 .. 88 88 .. 87 68 79 .. " 8Il 104 80 81 " " 80 87 89 89 87 91 87 .. .. 77 77 .. 47 98 '00 81 81 7. " 80 .. 89 00 88 01 87 88 91 .. '18 52 .. 107 .. 81 81 " 77 80 01 88 .. 87 00 87 84 87 78 .. ., .. 'M .. 80 80 " 79 79 92 .. 88 88 88 82 88 87 " 88 " 87 101 84 '18 79 70 77 77 .. .. 80 82 79 .. .. 88 os 61 88 .. 04 82 77 '18 .. '18 , . 87 88 '18 '18 77 '18 82 ,. 88 89 82 83 87 81 77 77 .. 76 72 .. .. 77 76 76 " 88 '18 89 89 82 82 81 80 77 75 os '18 .. 88 .. 
'6 " 72 7! 00 83 52 .. .. 30 7! 76 " 73 61 '18 .. 87 83 72 73 70 7! .. 81 43 .0 28 97 57 67 72 72 68 70 88 85 88 os ,. .. 72 ,. .. 80 88 20 28 39 .. 71 72 68 6' .. 77 83 

Department 
store sales 

(value) 

Unad- Ad· 
lusted justed 

----
88 107 
89 lOS 
93 '07 no 107 

,OS ,os 
98 'OS 
7! '00 
77 '02 

103 90 
!!2 102 
113 98 
'85 04 

81 W 
81 go 
92 97 

'01 '07 
97 97 
92 90 .. 9' .. 89 
88 .. 
04 87 
97 84 

143 82 

...... 
<0 o 



III8lI 

t:~::::::: 
n 12 '70 n 74 11 2Ii 81 16 19 88 " 00 '0 M 88 M " 81 M 78 
n 00 70 68 .. 78 '" 07 16 17 80 88 70 70 88 00 .2 '6 78 M 78 
68 61 88 M 78 88 .. .. 16 16 S. 3. 68 68 " " .1 76 " 6. 12 

tf:~:::::::::::: "M 

~ 
6S 61 ,. 80 81 07 16 " 48' SS .6 68 00 67 00 '6 " " 78 

61 80 00 88 .7 81 .. " I. 46 87 6S M 47 68 M " n 7. .. 
~~r;.:."'::::::::: 00 68 68 6' M 3' 07 I' II 47· au 61 6. 48 6. a. 71 71 68 00 

68 t1 88 67 68 .. 81 07 I. II <6 .. 80 80 .. 61 61 68 80 4. 88 
August ____ 

M 
_____ 00 88 80 68 .. 8. 80 II 12 48 46 80 80 41 88 61 68 68 49 66 

September. ____ 67 68 68 88 74 71 80 30 " " <6 « 6S •• 48 61 M .. 6. 71 68 

~~~b&i:_-:'::: 68 67 61 68 80 " '" 29 12 12 41 " M 6S <6 .. 67 12 6' " 6' .. .. 6S os 78 " .. 07 10 10 88 41 6S 6S " 88 67 70 88 72 os 
December _______ 00 68 68 M 72 11 .. '" 8 9 82 " .. .. .. 6' 88 M 00 166 80 

1082 

January _________ M .. 6S 88 .. '/I; 18 22 7 8 .. 88 80 61 .. .1 6' 68 69 " 80 
February ________ M 88 .. 61 11 80 16 19 7 8 '" 07. 61 •• .. 61 M M 68 " 80 
Marcb __________ 80 00 68 88 " 81 " " 8 8 18 18 00 6' 37 48 00 88 6' 00 67 

tl.'::::::::::::: 67 68 68 88 .. 72 16 " II 10 19 17 80 80 au 61 88 .. 6S 88 67 
70 78 80 11 11 '70 19 I. 13 II .. .. 6S 6S .. 88 88 .7 .. .7 67 JuDe._. __________ 91 91 9' 03 83 86 21 18 " 18 07 '" 6' 67 47 61 • . 6. 00 6. M 88 

July _____________ 96 100 " 102 00 01 .. .1 IS 18 S' 28 72 7S 61 .. 68 70 70 48 00 

t~r!-b8i:::::: 00 01 89 01 96 01 2Ii .. 12 12 .. 82 76 76 6' 66 61 69 00 00 11 
86 84 84 83 .. 87 80 80 I' 12 <6 .. 80 78 00 88 00 70 88 72 70 

October _________ 78 76 76 76 .. 81 88 87 12 12 " " 80 78 .0 68 68 70 68 11 70 
November ______ 72 72 70 70 88 .. .. 48 12 18 68 70 76 ,. 88 80 80 67 .. 76 88 December ______ 00 76 61 72 81 86 <6 67 II IS 7S as 14 16 88 88 88 M 88 121 80 

193< 

January _________ 11 78 " 76 86 88 .. .. 10 12 M 80 72 76 M 88 M 68 70 " 80 February ________ 83 81 82 00 .. O • 82 « 10 12 00 70 78 78 61 61 M .. 6' 80 71 
March""",, __ 87 M 86 82 91 100 82 82 12 11 00 61 81 81 .. 68 68 67 68 72 11 

tl.~..:::::::::: 88 86 8' 88 81 00 36 3. " I. M 48 8. 82 67 80 6. 67 .. 72 11 
00 86 .. 86 86 88 3' .. IS II 47 82 83 83 67 88 63 67 -66 17 11 JunG ____________ M 8< 84 83 87 87 81 26 IS 12 .. 82 81 82 66 M M ., 66 70 14 July _____________ 72 76 n 7< 84 88 so 07 12 12 « au 79 80 61 63 61 .. .. 61 .. 

t~~~~:::::: 
72 72 n 72 83 80 28 07 10 10 .. 40 80 70 6. 88 89' 68 66 80 70 
73 71 '70 68 87 8' 30 29 II II <6 .. 76 7< .. 61 .. 67 M 79 76 

" 74 72 .. 87 81 29 31 12 12 4S 46 78 11 61 M 67 68 63 82 14 

£=~-.:.:::: 
,. 7. 73 74 M 81 28 31 II II 41 48 11 17 80 68 /l9 .. M 83 72 
78 86 " 88 86 90 26 31 10 12 36 " 78 79 63 .. M 82 66 182 17 



192 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

No. 96.-INDEx OF PRODUCTION OJ' MANUFACTURES, BY GROUPS 

{Monthly series adJusted tor seasonal varlatlOJl. 1923-28 average-HIO] 

Year and month 

1919~. ___ • ________________ • __ 
1920. _______________________ _ 
1921. _______________________ _ 
1922 ________________________ _ 
U~23 ________________________ _ 
1924.. ______________________ _ 
1926 ________________________ _ 
1926 _______ • ________________ _ 
1927 ________________________ _ 
1928 ________________________ _ 
1929 ________________________ _ 
UI30 ________________________ _ 
1931. _______________________ _ 
11132 ________________________ _ 
1933 ________________________ _ 
1934 ________________________ _ 

19M January ____________________ _ 
Febru&rY __________________ _ 
Marcb... ____________________ _ 

Ui!::::::::::::::::::::::: July _______________________ _ 

t=~~:::::::::::::::::: November _________________ _ 
December _______ • _________ _ 

All 
Indus
tries 

Iron Tex- Food Auto- er::::- ~~. &~~ ~ bi:, 
and tiles prod- ma- prod- rous reftn- tires prod-
steel uots biles nots metals Ing :~ uets 

84--s2---"'92----ui"-mrlDr----e7--"'64==:-SZ ffl 99 84 84 68 97 7S M _______ srl 
61 4687834190396466 86 
88 82 99 94 66 102 69 74 77 .89 

101 105 105 tI9 102 108 94 86 86 98 
94 89 91 103 91 95 99 99 98 99 

105 100 104. 98 107 97 107 116 116 105 
lOS 113 104. 97 108 99 112 127 118 112 
106 104 113 96 86 103 109 136 120 118 
112 119 10'1 98 110 102 115 152 144 124 
119 )30 . 115 97 135 104 126 168 136 1M 
96 94 91 93 85 92 97 )61 100 131 
80 60 94 90 60 90 69 166 96 123 
63 31 83 87 35 86 _______ 140 78 111 
76 63 97 92 48 97 _. __ .__ 146 88 116 
78 60 86 99 69 100 _______ 161 92 128 

76 
80 
8' .. 
86 
83 
7' 
72 .. 
72 
7< .. 

.. 
6' 
67 
77 
8' 
86 .8 
a9 
38 

" .. 6. 

87 96 
91 91 .. .. 
00 83 
88 lIS 
77 96 
78 un 
80 106 
.. 120 
.. 107 
87 102 
97 102 

.. 
71 
80 .. 
78 
81 7' 61 
61 

" .0 
88 

98 __ ._.__ 142 f11 
108 __ .____ 144 100 
1m _______ 143 106 
117 _______ 162 fI7 
118 _______ 153 81 
101 _______ 1M M 
99 _______ 166 83 
97 _______ 157 79 
88 _______ 162 79 
86 _______ 163 82 
92 _______ 165 107 

104. ________ 1M 133 

138 
13' U9 ". 128 13' 128 
126 
126 
120 
126 
143 

no~=;,.~o':~~~~53.':~~~iu:~ ~=. :~3:t~:. revised: nonCerrou8 metals IfOUP 

Back /ilJurtl of monthlV ."(a.-For index or manufactures (aU lndustries) U)}9-33,.see table 98. Tables 
~C~Dt.:.s%~~T:k=::~rgt!r:ti~;djOJted, by groups Bnd industries, 1923-34, may be obtained !rom 

No. 97 .. -INDEX OF PRODUCTION 01' MINERALS, BY INDUSTBIES 

[Monthly series adjusted ror seo.soD81 variation. 1923-26 average-lOO] 

All in- Biro- ADtbra- Petro- ~i:-
Year and montb dustries ~~WI cite!:.:; ~ Copper Zinc Lead 8Uver 

11}19 _________________ ~_____ 77 -so -u;g ---"62 --'-1 --'-1 :::=: == == 
1920________________________ 89 )09 110 61 113 86 gr _____ ~ _____ ~. __ _ 
192L ___________________ ~__ 70 79 112 64 36 30 39 66 Sf, 
1922 _____________ • ______ ~__ 7' 78 6fj 75 82 62 68 T1 ffl 
1923 _________________ ~~____ 106 108 115 99 114 93 96 88 1m 
UJ24_______________________ 96 93 109 f11 82 100 ffI 102 101 11)25_______________________ 99 99 78 104. 1M 107 1m 110 96 
1926_______________________ 108 110 104. lOti ll3 llO U6 U6 9h 
1927_______________________ 107 99 99 122 98 106 111 112 93 
1928_______________________ 106 96 93 122 104. 116 112 IllS 88 
1929_______________________ 115 102 91 137 126 127 114 113 liM 
1930.______________________ 99 89 86 122 go ffl 91 97 79 
1931_______________________ 84- 73 74 116 {5 116 M 68 t9 
1932_______________________ 71 59 62 107 7 ________ 38 46 '111 
1933_______________________ 82 M 61 123 42 ________ 68 49 33 
1934.______________________ 86 69 71 123 43 ________ 66 rn f2 

19M .., Janaary __________________ 
88 68 82 120 -------- -------- oo 54 February __________________ 9' 7. .. 11' -------- -------- tfI .. .. March _____________________ 

100 .. 100 122 -------- -------- oo 67 47 

tJ:::::::::::::::::::::::: 00 71 73 126 -----iO- -------- oo .. .. 
88 70 70 127 ------_. .. oo .. JUD8 _______________________ 
87 oo .. 130 .. -------- os .. .. July _______________________ .. .. 63 128 .. 67 63 '" August ____________________ 
80 01 '" 124 47 -------- .. .. "" September ________________ 82 .. 6' 122 .. -------- &l .. ". October ___________________ 
81 O. 63 122 ... -------- 76 .. "" November _________________ 81 .. .. 121 U -------- 77 .. .. 

December _________________ 00 72 72 12( ._------ • _____ 0. 14 .. 63 

NO'l'B • ..:-..Collper ftgarea Dot avaUable from 1932 to 1934, lDelDBIve. 
Bud: fitJuru 0/ montJd, .trln.-For lndex or minerals (aIllndustrles), 1919-33 ... table 06. Tabl.llhoW'

Ing tnd8J:es. both adJmted and UDadJ~. by 1DdU8tries, 19"13-31. may be obtained from &be DlviJioD of 
Beooaroh and Sta_ 



No. 98.-INDEx OJ' FACTORY PAY ROLLS, BY GROUPS 
[W h al dJ t t 1023-205 average 100 Boo 0 te 198] It out season a wmen. - 0 on p. 

All ~ IroD ~=:i~ 
Non- Stone. .. ex- Ohemlcalll and petro-

Rub· . aDd Rall- ferrous Luxn- clay. tiles Leatber Food To- Paper leum produotl 
manu- , ... , Ma- road metnla ber and end and bacco and ber 

Year ~d montb factur- and cbln6fY - repair and prod- 0'''' nod prod- prod- prod- print- ~~~~~ Petro- prod-
Ingln- prod- Auto- shops prod- ucta prod- prod- ucta uota uota Ln. Group leum uota 

duat.r1e11 ueta Oroup mobiles .eta ueta ueta ~otre-
eum rennlng 

-----u.s ------sD.i' ---w.T' ----su.s 90:9 97.6 lOf.8 --nT --------1019 ___________________ 
97.' """"'97.'l --ro3.f -------- -------- _ .. _---- --------uno ___________________ 117.1 123.8 136.2 ".8 109.9 .as 107.7 100.. 109.6 1.4.6 ".1 ------_. ----_.-- -------- --------1921 ________________ .. __ 76.2 67.0 .... ... 7 ".7 66.' .... 86.11 9'.1 104.6 82.6 -------- -------- ----_._- ._------Im _______________ ~ ___ 
81.3 70.6 71.8 --i07:7" 65.7 --ioo:s- --i03:7- 82.2 72.6 01.4 00.1 02.8 ".1 .... --iofr --iOi~r --iiii"i" ---iiirii 1923 ___________________ 103.3 103.2 10<.0 100.6 100.0 98.8 106.8 100.. 100.4 104.1 .U 

1924: ___________________ ".1 ".7 .~. ".8 ".6 86.6 Oli.9 08.' 100.6 93.8 06.3 .... .... .. .. 96.3 96.8 ... 0 .... 
1925 ___________________ 100.8 100.1 100.7 101.6 108.8 ... 8 100.4 101.6 101.2 100.4 97.8 100,2 00.. 104.3 101./5 101.0 103.1 106.1 Un6 ________________ . __ 103.8 10li.0 111.2 .... 104.8 00.1 --ioo:r 10,", 104.2 100.2 98 .• 101.8 ... 1 110.8 108.8 101.6 112.7 107.0 
1927 __________________ . 101.8 98 .• 100.0 89.8 93.' ... 0 ".7 100.6 100.8 100.8 ''''0 91.0 111.0 107.9 108.7 111.9 110.0 
1928 ___________________ 102.4 100.4 111.3 101.8 113.9 87.2 --ii6.-i- .... 00.. 101.7. 91i.8 107.6 86.1 112.3 108.1 106.1 lOS. 8 117. Ii 
1929 ___________________ 109.1 107.8 13<.2 100.4 111.8 .... 97" 93.7 106.2 ".0 llS.9 81.8 119./5 121.0 118.6 129.2 llli.l 
1930 ___________________ 86.7 ".7 111.1.' 70." ".7 76.1 ---sri" 72.6 76.9 .... 8U 108.9 72.7 114.6 112.2 106.6 130.' 84.7 
1931_~_.~. _____________ 67.5 5.1.0 63 .• ,U 63.' 61.7 46.6 63 .• 76.1 72.1 93.0 00.1 97.3 91.8 87.6 106.8 0 ... 
1932 ___________________ 46.1 29.1 36.1 ".7 42.3 427 89.1 ".1 29.1 .... ".1 74.2 47.3 74.8 70.' ".8 86.' .... 
1933 _________ . _________ .... .... 37.9 39.6 42.8 41.7 US .... 27 .• 61.2 62.9 76.' 42' 69.3 74.8 71.6 83.1 .... 
19M_._._~ _____________ 61.9 40.0 67.2 66.6 76.1 "'1 '0.0 '2.7 311.6 71.2 73.. .... '7.1 70.6 8"-' 87 •• ...3 63.7 
1933-1anuary ______ • __ 89.6 22.8 26.. ".8 38.' a9.2 81.8 18.8 '1l.7 ".8 40.3 04 .• 36.7 66.7 .M 02.8 70 .• 36.9 

::~~~::::::::: .... ".8 26.7 3a1 34.2 S9.1II 32.0 18.8 21.4 ... 0 86./5 63.0 87.1 ".6 .M 62.5 70.1 87.2 
37.1 22.7 26.' 27.8 287 36.1 29.1 16.4 21.2 46.2 ".1 60.8 38-' 63.1 ".8 01.0 76 .• 82.6-

tr.:':::::::::::: 38.8 ".6 26.8 31.9 34.8 86.2 80. Ii 17.8 21.6 '9.0 151.8 67. IS 33.4 62.2 ".1 61.0 73.. ".0 
42.7 29.8 30.6 36.7 42 .• 36.. 85.8 20.7 .... • .. 0 '7.8 70.4 421 OU 08.0 04.2 80.' ".7 June_. __________ 47.2 38.2 86.6 ".6 .... 36.1 ".0 248 28.6 ' •. 3 04.8 73.' 43.7 .... 71.3 98.' 81.5 ".8 July _____________ .... 41.4 89.1 .... ".8 ".0 43.1 27.6 28 .• 04.4 72.' 76.8 ".0 .7 •• 74.1 71.9 81.4 60.' August. _________ ".8 ".0 '43.6 40.7 ".7 .... 40.3 82.4 33 .• 74.1 78.' 82.1 .... '11.0 77 .• 76.6 82.. 61.9 

September ______ ".1 47.5 46.6 .... ".1 ".3 lil.6 37.3 83.0 78.7 77.' "'8 .... n.7 81.6 80.' 86.0 61.4 October _________ .... 47.6 .... 43.3 46.1 .... ".8 36.1 33 .• 77.' 72.3 91.1 51.2 76.0 .... .... 89.4 .19 

I 
C"l 

I 
November _______ 5.1.' .... .... 36.. 39.8 40.1 .at 33.6 .1.8 ".7 00.1 86.8 ".1 76.6 ".6 83.1 ".8 .... 
Deoemhm'. ______ .... ".7 40.1 48.7 .0.0 "'7 .... 31.0 31.0 6<.0 61.1 84.4 48., 77.' 84.0 83.' .... 69.0 

19M-January _____ oo._ MoO 41.1 47.6 "'7 66.3 421 47.1 27.' 29 .• 04.8 67.' 80.7 39.8 74.8 .... 83.0 .... ".7 

:::r~:::::::: 00 .• ".7 51.8 71.9 82.3 45.6 .ao 30.. 33.8 77 .• 81.7 81.1 .46.6 76.0 87.' 88.1 00.8 .... 
6<.8 ti1.S 5.1.8 84.4 98.1 .... ".8 31.9 34.7· 82 .• 8U 82.2 ".8 77.7 ".1 88.8 ...0 70.' 

tf.~:::::::::::: 67.8 oa8 00.' .... 107.4 ".0 .... 33.3 36.8 78.8 82.1 33.1 46.2 78.7 ... 8 .... ...0 73.' 
67.1 61.3 62.. 88.3 100.4 ".8 .... M.O 39.5 7f.1 78.. 87.' 40.3 80.6 88.8 87.0 ... 7 70.3 lune __ ._. _______ 04.9 ".6 61.6 78.. 86.8 ".8 67.9- 33 .• 36.8 .... 72.8 91.9 47.5 73.. 88.1 86.6 93.1 66.' .July _____________ 60.' 47.6 .... 66.0 70.7 61.1 ".6 Sl.6 86.1 .... 77.' .U 47.8 77.3 88.7 86.6 9S.7 61.9 August ________ .. 62.. .. .. 68.1 70.' 78.6 .... .. .. 33.' 34.0 66.1 78.7 106.1 40.3 78.4 90.0 87.8 97.' ".8 September ______ ".0 41.1 5.1 .• • as .... 45.6 6<.0 33 .• 34.7 67.6 68.' J09.a .... 80.3 .... 87 •• 96.3 ".1 October _________ / 61.0 428 67.0 49.7 62.0 40.8 57.6 31i.2 35.6 74.7 6<.8 103.4 49.0 82.7 91.8 ".6 97 .• .. .. November _______ .... .... 67.2 .... li1.3 .... ".8 33.6 86.6 71.1 61.0 96.1 ".8 82.7 90 .• S9.1 96.8 68.1 December _______ 63 .• 47.7 .... 67.7 76.4 .... 61.1S 33.3 34.4 76.8 ".1 92.9 4.9.9 86.3 91.7 .... 97.8 66.0 



All Iron 
manu- and 

steel Ma-Yearandmontb factur· and chInery Ingln- prod-dustries nets 

------
1919 ___________________ 

107.2 99.9 11S.9 1920 ___________________ 
lOS. 2 107.8 128.9 1921. ________ • _________ 82.3 05.6 77.& 1922 _______ ._ 90.6 84.1 81.7 

1923. _________ ~=::=:=:: 1()4.1 100.11 100.8 1924 ___________________ 96.& 07.0 05.1 1925 _______ . ___________ 99_ !I W.l 99.1 1926 ____ • ______________ 101.2 102.5 107. B 1927 ___________________ 
98.9 97.2 102.3 11l28 ___________________ 
98.9 96.6 105.1 1929 ___________________ 

104.R 102.6 125.9 1930 ___________________ 
91.5 89.2 104.6 1931. __________________ 
77.4 00.7 78.3 1932 ___________________ 
64.1 63.8 66.8 1933 ___________________ 
69.0 58.6 58.9 1934 ___________________ 
78.8 00.0 77.7 

1933-Jallll8l'y _________ 60.2 46.8 48.1 February __ . _____ 61.1 49.0 48.7 M .... h _________ . 58.8 46.8 47.1 

tf:::::::::::::: 59.0 4X.l 47.7 
02.6 51.0 60.1 June ____________ 66.9 ·511.7 64.2 Jnly ___ • __ • ______ 71. Ii 61.8 58.1 August. _________ 76.4 68.4 M.5 September _______ so. 0 71.4 69.8 October _________ 79.6 69.8 73.0 Novewu.r _______ 76.2 67.9 73. a December _______ 74.4 611.6 71.8 

No. 99.-INDEx OF F ..I.CTORY EMPLOYMENT, BY GROUl'S 

[1923-25 average-1oo) 

TrlUlllportatiOQ 
eqWplIlJlnl NOIl- Stone, To><------ Rall- ferro"" Lum- olay, tues Leatber Food road metals berBnd and and 

repair and prod- gl ... ond prod- prod-
Auto- shops prod- ucts prod- prod- ucts ucts 

Group uets mobiles ucta uets 

------------------ ._-------
~- .. --.-- 85.1 -------. -------- 04.1 85.4 98.8 lOS. I 109.8 
-------- 88.1 ----- .. -- -------- 89.4 89.8 99.0 98 .• 106.7 
-------- 62.9 -------- -------- 76. 6 72.2 92.6 86.6 93.7 

'-iOr:6' 71.0 --iil8:ii- --iii5:',- 97.4 85.5 97.3 07.3 07.5 
100.6 101.5 100.4 lO6. Z 106.6 102.1 

~3.1 00.6 96.4 96.7 OS. 1 98.9 94.9 96. 3 D8.4 
99.3 105.8 95.0 97.9 100.4 100.7 W.O 97.1 W.5 
99.1 1114.S 95.6 ---00:6- 100.4 100.8 ge.O 96.6 W.5 
87.0 91.9 89.0 94.1 99.9 104.0 97.7 101.7 
96.2 lOS. 1 83.8 --iin- 92.4 96.7 101.3 95.6 106.8 

103. a 111.3 82.6 95.4 93.8 104.8 98.6 112.8 
SO. 2 SO. 3 73.4 -.-_ .. -. 76.1 SO. 2 92.9 91.2 109.4 
66.3 71.0 64.1 74.0 56.3 63.7 87.2 84.3 97.4 
56.0 60.8 63.4 58.1 41.1 44.6 76.7 79.0 86.4 
54.2 69.8 52.0 62.0 44.2 4~.0 87.9 83.3 94.4 
82.9 9a.2 ... 5 74.3 48.7 62.8 91.2 87.8 106.5 

Without seaoonal adjustment 

51.4 57.0 51.7 52.2 36.4 35.2 77.9 76.71 79.1 
50.3 56.1 50.8 63.2 36.0 36.5 SO. 9 so. 9 78.2 
4il.2 49.5 50.6 50.8 34.3 36.9 76.0 SO. 1 77.0 
45.3 50_1 48.1 51.9 35.0 38.4 78.3 78.3 83.0 
48.8 63.11 49.7 H.l 3'7.9 iI.S 112.3 71l.9 85.1 
51.7 58.2 48.4 58.4 42.7 46.9 S9.7 82.4 89_7 
58.3 65.9 01.7 61.7 46.6 49.3 95.4 89. Ii 94.5 
61.6 68.7 54.2 69.2 50.4 52.8 97.8 1l2.9 106.4 
64.3 11.6 56.1 74.3 54.3 52.9 93.2 90.7 120.9 
59.1 64.2 66.0 75.6 55.2 51.6 97.7 88.9 115.91 53.5 56.6 54.8 12.6 52.3 50.3 1l2.9 79.1 104.8 
61.1 66.1 li3.5 69.8 49.8 49.0 88.0 1S.7 99.2 

I Obemicals and petroleum 
prodtlCts 

To- raper Rub-
boooo and ber 
prod- print- Group Jlrod-
uets Ing except Petro- uets Group leum petro- refining lourn 

--------- --- ------
111.4 96.0 -.------ -------- ______ a_ 

---.----
111.3 103.4 -------- -------- -------- .-- .. -- .. -
108.3 88.0 -------- -------- ---.--.- --------105.8 92.2 -iii2T --i02:ii' --ioo:o- '--jii2:ii 105.7 99.2 
DB.S 99.7 96.7 96.9 M.l QI,S 
1I~.5 101.1 100.4 100.2 100.0 105.6 
00.9 104.1 106.7 105.6 110.8 105.1 
93.4 104.1 104.1 102.7 109.9 105.7 
ro.7 10~.0 102.9 102.4 104.7 Ill. 1 
83.9 111.3 116.6 113.4 124.4 111.0 
78.3 108.0 109.5 105.8 124.Q 85.9 
72.1 90.3 9~.1 92.6 106.2 73.9 
64.0 85.0 84.0 81.1 96.1 65.t 
69.7 86.2 94. 7 9a.o 1l!l.8 73.9 
62.6 94.8 108.6 10e.0 111.1 82.9 

55.7 81.6 
8l.O I 82.0 92.9 61.8 

58.6 81_" 85.' 83.4 93.9 62.2 
53.3 80.0 84.9 82.6 94.0 59.8 
52.0 79.8 86.4 84.4 94.2 59.6 
59.2 so. 0 85.7 83.3 06.3 62.4. 
61.2 8.2.3 87.9 85.0 96.9 69.3 
60.3 84.1 1l2.3 91.1 96.9 77.4 
62.2 86.7 99.1 09.1 OS.9 86.6 
61.7 92.7 106.0 106.4 104.9 82.8 
64.6 94.5 109.1 1011.2 108.8 88.7 
611.0 04.2 108.4 108.1 1l0.0 86.7 
62.1 94.0 107.0 100.7 111.2 83.9 



1934-Jonuary ••••••••• 73.3 63.5 70.0 71.2 80.3 52.8 67.S 46.6 47.3 88.2 82.9 • 
February •••••••• 77.7 66.6 72.9 84.6 97.4 53.4 70.9 47.1 49.8 96.8 00.3 
March •••• _ •• _ ••• 00.8 70.0 76.8 93.4 108.4 511.5 75.1 48.5 52.1 100.0 92.7 
ADm. __ •••. __ .•• 82.4 72.6 00.3 00.4 114.9 b7.8 16.9 49.4 50.3 00.1 Q2.3 
May .•••••.••• __ 82.5 73.2 81.3 00.7 114.4 59.6 77.8 61.0 07.7 96.1 01.4 
1un6. •••••••••••• 81.1 76.4 SO. 8 95.6 100.8 59.8 75. 9 00.0 57.1 116.9 87.7 
JulY ............. 78.7 70.3 79.0 88.4 \l8.4 liS. 3 73.1 48.8 M.2 85.9 89.4 
A.ugust .•••.••••• 79.5 68.6 78.9 83.7 92.5 M.2 73.4 49.0 53.1 88.2 91.1 
September •••••• 75.8 66.0 78.0 74.2 SO. 9 511.7 78.2 49.3 52.9 73.1 85.7 
Octo!Jer ••••••.•• 78.4 66.0 77.9 64.2 liS. 7 5iU 76.1 49.6 61.9 92.3 83.4 
November ..••••• 76.8 00.2 77.9 62.2 67.1 51.6 76.0 48.6 62.2 00.9 81.6 
December ••••••• 78.0 66.6 78.5 78.5 68.0 52.0 76.9 47.8 50.1 92.8 84.8 

Adjusted for seasonal variation 

1933-Jannary ......... 61.4 47.8 49.0 62.1 57.6 52.4 52.9 87.7 38.8 77.9 77.' 
February ........ 61.7 48.9 49.3 49.1 54.4 51.5 52.6 36.0 38.7 79.4 79.2 
March. •••• __ •••• 38.9 46.2 47.8 43.4 47.4 50.9 49.8 35.1 37.6 73.9 78.2 
April ............ 59.9 47.4 48.3 42.9 47.4 47.8 61.3 36.3 38.0 77.1 79.0 
May •••••••••••• 62.9 50.4 50.6 44.7 49.0 49.4 54.4 38.2 40.2 82.3 82.2 
June ............. 67.4 56.6 54.4 49.0 55.1 48.0 59.1 42.6 44.1 91.0 86.9 
July ... 72.5 62.8 58.6 56.7 64.0 51.4 63.2 46.7 48.8 100.2 68.0 
Aagust.~:::::::: 76-4 68.7 04.2 61.7 68.6 04.0 70.4 49.8 51.4 L01.2 89.7 
September •• __ • __ 78.0 70.9 67.9 65.6 72. 7 M.8 74.8 52.0 51.0 9S.l H7.3 
October ...••.••• 77.8 69.4 70.8 83.0 69.8 414.7 74.8 &.1 49.7 96.1 86.7 
November ••••••• 71i.9 68.1 713 60.5 66.3 55.0 71.7 00.9 50.0 02.1 80.9 
December •••.• __ 75.0 67.6 7.4 65.6 71.8 56.6 69.2 49.9 60.0 87.3 82.4 

1934-January •••••.•• _ 76.1 64.9 71.8 72.1 81.1 53.6 68.1 47.2 62.0 88.1 83.6/ February •••••• __ 78.4 66-4 74.0 82.0 94.0 54.2 70.1 48.4 52.7 95.1 88.4 
Mareh •.••••••••• ~g 89.1 78.4 89.8 103.7 65.S 73.7 49.8 63.1 97.3 90. Ii 
ADril .......... __ 71.6 81.5 94.0 108.8 67.4 76.0 00.0 . M.7 97.8 93.0 
May •••••••••••• 82.6 74.3 . 82.0 91.2 104.1 59.2 78.2 n.s 56.2 00.0 94.0 
Juno •••.••.••.••• 81.5 76.3 81.2 90.6 101.1 59.4 76.8 49.8 M.U 92.2 91.4 
July •• __ ......... 79. Ii 71.4 79.4 85.8 95.5 58.0 75.0 48.8 56.9 90.2 88.9 
Augwt .•••••.••• 19.3 68.8 78.4 83.7 92.3 016.0 74.9 48.4 52.0 91.3 81.9 
Beplemb", ....... 73.0 65.4 76.n 75.5 82.1 56.4 73.6 48.0 51.1 72.0 82.4 
October ......... 76.8 65.6 75.8 69.3 74.7

1 

56.71 
74.1 47.7 50.0 I 90.7 81.4 

November ••••••. 76. 7 I 66.4 77.2 70.4 77.4 51.7 74.9 47.3 51.9 90.2 83. j, 
December .••.••• 78.9 I 67.7 79.2 B4.4 00.6 52.1 76.1 47.S i 5J.2 92.1 88.9 

I 

114.1 54.5 t2.4 10'1.9 
93.9 62.1 93.1 110.6 
116.2 64.4 93.7 112.8 
97.2 64.7 to. 1 113.3 
00.6 fil.S 95.9 100.1 

105.1 62.' 04.7 104.5 
no. I 61.1 00.4 105.3 
122.1 65.1 00.8 100.9 
127.1 61.7 95.S 108.6 
!l9.S 65.3 96.4 109.4 
100.0 61.0 116.8 108.6 
103.8 61.0 97.5 108.8 

87.0 59.8 81.1 84.0 
87.2 59.0 81.' 84_R 
~.O ~3. 6 79.8 83.0 
89.0 52.8 80.2 83.2 
91.1 59.5 81.3 87.1 
01.7 61.4 83.1 91.9 
92.0 61.0 85.1 9U 
97.4 6!t4 

80.9 I 103.0 
103.2 60.0 93.0 105.5 
104.6 61.9 94.2 106.9 
102.3 63.1 93.0 106.6 
101.7 61.9 93.0. 106.6 

104.0 58.4 91.7 107.-7 
104.3 62.6 9:U 109.6 

107.81 
04.9 93.4 110.9 

104.0 66.7 95.6 109.4 . 
106.4 61.6 96.5 107.9 
107.3 62.7 95.5 109.9 
106.7 61.8 94.4 109.6 
110.8 . 66.4 95.0 110.9 

110.51 
62.9 95.G 108.2 

IOU. 3 62.5 96.0 107.~ 
107.3 61.1 05.4 107.2 
10'1.9 61.6 95.S lOS. I 

10'1.3 110.3 
110.6 110.6 
113.4 110.2 
114.7 107.8 
10~.3 109.5 
IOZ.9 111.' 
U13.8 111.7 
105.3 113.4 
107.6 112.9 
lOB. 5 112.9 
107.9 111.9 
1118.3 110.8 

81.4 
94.71 82. 3 95.1 

81.2 04.9 
00.5 94.2 
86.1 95.4 . 
90.9 96.0 
iIlI.9 94.8 

104.4 97.1 
106.2 103.0 
106. i 109.0 
100. Ii 111.1 
106.2 112,6 

106.6 112.4 
109.0 112.1 
]10.7 IIt.3 
100.8 107.8 
107.4 109.7 
108.4 110.4 
109.7 109.3 
110.8 111.3 
10'1.6 110.9 
106.2 113.1 
lUo.S 113.0 
10'1.1 112.1 

82.0 
84.6 
87.1 
90.0 
89.1 
85.6 
63.9 
80.7 
78.4 
77.4 
76.6 
79.0 

62.8 
62.6 
60 •• 
00.5 
61.3 
67.4 
70.2 
87.9 
89.4 
89.4 
87.0 
84.3 

63.4 
85.1 
88.3 
89.8 
87. Ii 
63.2 
82.8 
82.0 
79.0 
78.1 
77.0 
79.5 

I 
(':\ 
o 

i 
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No. 100.-INDEx NUMBERS OF WHOLESALE COMMODITY PRICES IN THE UNITED 
STATES, BY MONTHS AND YEARS, 1913-34 1 

(Index numbers 01 the U. S. Bureau or Labor BtatfJtics. 1926-100] 

Other commodltle8 

I All Farm . IFud Yearend com· prod- Foods Hides Tex- anti Metals Chem- Roo ... 
month modi-

DCts .ud p~~~_ I I~b: r:::!t BuUd· 'cd. lur- M' .. 
lies Total leather in. nish· celia-' 

prod- mate- aud in. ",",us uets mate- prod- dru .. DCts rialB ucts rials goods 

----- -- -- -- -- ---- ---- ------
1913. _____ e9.8 71.5 ,<.2 70.0 66.1 57.3 61.3 'U 66.7 .... 66.3 ".1 1914. _______ 66.1 71.2 ".7 OIl .. 70.9 ... , "'., .... 62.7 81.4- "' .. .. .. 
1915. _______ 69.5 71.5 .... 68.0 7 ... 64.1 51,S "".3 .... 112.0 "'.0 .6.9 
1916. _______ .... .... 75.7 "'3 .... 70.4 74.8 116.5 67.6 HID.? 61.4- Joo.6 
1917. _______ 117.5 129.0 IOU 114.2 123.8 66.1 105.4 150.6 33.' 166.0 74.2 122.1 
1918. _______ 131.3 148.0 119.1 124.6 126.7 137.2 109.2 136.5 98.6 182.3 ".3 m. 
1919 .• ____ ._ 1386 151.6 129.5 128.. 174.1 135.3 104.3 130.9 115.6 157.0 105.9 13ft 1 
1920 ________ ''''4 150.7 137.4 161.3 171.3 1 .... 163.7 149.4 1M. 1 1"'7 141.8 167.6 
1921. _______ 07.' 33 .• ... , 104.9 109.2 .... .... 117.6 07" 115.0 

''''I 
100.2 

1922 ________ 96.7 .... 1rI.' 102.4 104.6 100.2 107.3 10 ... 07.3 100.3 lOt 6 02.8 
1923 ________ 100.6 98.6 02.7 '.4.3 1042 111.3 07.3 109.3 108.7 101.1 10" ".7 ,1924 ________ 98.1 100.0 91.0 ".7 101.5 106.7 02.0 106.3 1023 98.9 J04. 9 "3.6 1926 ___ ._._. 103.5 JOO.8 100.2 102.6 105.3 108.3 .... 103.2 101.7 101.8 103.1 109.0 
1926 (base).- 100.0 100.0 100.0 100.0 100.0 100.. 100.0 100,0 100.0 100.0 JOO.O 100.0 
1927 _ . ______ .... .... 96.7 ".0 107.7 ... , 86.3 96.3 04.7 96.8 97.6 91.0 
1928 _____ • __ .a7 106.9 10l.0 .ao 121.4 96.6 .. 3 07.0 ".1 96.6 96.1 .... 
1929 ________ .... IM.O .... 91.6 109.1 .... ".0 100.6 9/i.4 .... ".3 .2.6 
1930 ________ .... 33.3 .... .... 100.0 80.3 78.6 02.1 SO., ".1 02.7 77.7 
1931. _______ 73.0 .... 74.6 75.0 86.1 66.3 67.6 ... 79.2 79.3 .... 'U 1932 __ . _____ .... .... 61.0 70.' 72.9 .... 70.3 80.' 71.4 73.' 76.1 .... 
1933 ______ .. .... 51.4 00.' 71.2 .... ... ,6.3 79 .• 77.0 72.6 76.8 62' 19M _____ • __ 74.0 ".3 70.6 78.4 86.' 72. 73.3 86., 86.. 76.9 81.6 ".7 

I ... 
1anU&1'Y. ___ 67.3 .U ".7 11.7 79.3 69.6 67.' 81.8 74.8 7U 77.1 .. .. 
February ___ 00.' 50.' 'U 11.3 7'" .... 68.3 .... 73.' 76.6 77.' .. 7 
March ______ 00.0 00.' 623 70." 77.3 68.. 67.9 80 •• 73.' 76.3 77.1 ... 7 
April _______ ... ".' 61.0 70.9 76.0 68.1 70.' 80.3 72. 7'" 76.3 1M. 7 May ________ .. , 4a' ".3 70.4 72. • ".3 70.7 80.1 71.5 73.' 7<.8 .... 
June ________ 63.. ".7 .... 70.1 70.8 62.7 71.6 79." 70 .• 73.1 74.7 .... 
July. _______ ... 47.0 00.' ".7 .... 61.6 72.3 79.' 60.7 73.0 1<.0 .. 3 
August. ____ .... 49.1 61.8 70.1 ".7 627 72.1 80.1 .... 73.8 73.6 .... 
September __ ".3 49.1 61.8 70.4 7U ... , 70 .• 80.1 70.' 7'" 73.7 "'7 October ____ .... .... 60.' 70.' 72 .• 660 11.1 80.3 70.7 7U 73.7 .. , 
November __ .... 46.7 60.6 .... 71.4 .. .. 71.4 79 .• 70.7 72.4 73.7 ".7 
December._ '2.0 4t.l 68.3 60.0 ... , ".0 ".3 79.' 70 .• 72. 73 .• .... 

1033 January ____ 61.0 ... , 55.. 67.3 68.9 51.0 66.0 78.' 70.1 7L, 72. 111.2 
February ___ 59.8 .... ".7 66.0 "'0 51.2 .U 77.' .... 71.3 1U .... 
March _____ 60.' .... .... .... ... , 61.3 62.' 77.' 70.3 71.2 712 .... 
tf.~.::::::: 60.' .... "'.1 .... .... 51.8 61.6 76.9 70.' 71.4 71.6 67.8 

627 60.' ".4 '6.6 76.. .... 60.4 77.7 71.4 73.' 71.7 .U June ________ ".0 .... 61.2 68.' 82. 61.5 61.5 70.3 74.7 73.7 73.' 60 •• July ________ 68.' 60.1 .... 72.' 86.8 68.0 ".3 .... 79.' 73.' 74.8 .... 
August_. ___ .... 67.6 .... 74.1 91.7 74.0 .... 81.2 813 73.1 77. • .... 
September._ 70 .• 67.0 IM.. 76.1 92.3 76.. 70.' 821 82.7 727 19.3 ".1 
October. ___ 7L. ".7 .... 77.' ".0 77.1 73.' ".0 33 .• 72.7 81.2 ".3 
November __ 711 "'., ".3 77.' ... , 76.8 73. • 827 .... 73.' 81.0 .... 
December __ 70 .• .... .... 77.' 89.2 76.4 73.' .... .... 73.7 .LO ".7 

1034 
lanoary_~ __ 72. 68.7 .. 3 78.3 .... 76. • 73.1 .... 86.3 7 •. 4 .... tf/ •• 
February .. __ 73.' 61.3 66.7 78.7 89.6 76.' 72.4 1rI.0 86 .• 76.6 81.0 66.' March. ____ . 7~7 61.3 67.3 78.6 33.7 76.. 71 .• 87.1 .... 76.7 81.4 ".3 

tf..'i'.::::::: 73.3 .... 66.' 78.6 .... 76.3 7L7 87." 66.7 76.6 81.6 .... 
73.7 ... , 67.1 78.. 87 •• 73 .• 72.. 60.1 111.3 76.4 820 .... 

JUDe ________ 7U 633 .... 78.' 87.1 727 72. 87.7 87." 76.6 82.0 70.' July. _______ 70 .... 70.' 76.. 66.3 11.' 73.. ".8 111.0 76.4 81.1' .... 
August. _ .. _ 7M .... 73.. 7 ... .... 70 .• 7U 86.7 .... 7"7 81.8 70.. 
September._ 77.' 73.4 76.1 78.3 8<.1 71.1 .,U .... .... 78.6 'U.8 70.' 
October. ___ 76.5 70 .• 74.8 76.0 ".8 70.8 7U 86.3 .... 77.1 81.7 60.7 
November .. 7U 70 .• 76.1 76.0 IM.. ".7 7'" 86.' ".0 7"" 81.8 70 .• 
December._ 76.D 72.0 76.3 78.0 "'1 70.0 73.7 86.. ... , 76.1 .L' 7LO 

1 Indu: based OD liM priee aeries from 1913 to 1926 and on 78f price aeries from Ut26 CO date. 
Ba" liVW'u.-8ee Annual Report for 1933 (table 170) for montblylnduel from 1928 CO ID31 fDcluslve; 

Ogures for earlier years available at the Bureau of lAbor Statisttca. 



BUSINESS CONDITIONS 

No. 10i.-INDEX NUMBERS OF WHOLESALE COID[ODITY PmCE8 IN THE UNITED 
STATES. BY WEED, 1934 

[Index Dombell of &be U. 8. Bareaa 01 Labor Statistics. 19a8-100J 

Other commodities 

Week end- AD Parm J'ual Metals HOt1lI8-com- Hides 
~"tur- modl- prod- Foods and Tex- and and BuDd- Ohem_ ru.- Mis-y)- .... .... Total laatbar tIlo ~ metal In. IcaIs nlsb- calla-

prod- prod- prod- mat&- and ... D80UII 
ucts ucts mat&- ucts rials drup goods rials 

----- -- -- -- ----------------
I ... 

TT.' .... 78. • 74.8 83.3 8 ... 73.3 81.7 lan.fL._ •. __ n.. 57.' "'7 .... Jan. 13 ______ n.7 .... .... TT.' 110.. 78.1 74.4 83.7 .... 73.. 81.7 .... lan.:ilI. _____ 72. .... .. .. 78.. ".3 78.. 74.2 ".1 .... 76.0 81.7 87.' 181l.71. _____ n. .... .... 78.. 110.4 7 ... 74.. .... .... 7 .. 1 8L7 .8.1 
Feb .•. _____ 728 .... "'7 78.7 110.. 78.. 13.' ".1 .... ?li.O 81.8 88., Feb.lO. ____ 73.3 81.4 ... 8 78.7 .... 78. • 13.' .... .... 75.1 BUI 88.. Feb.I? ____ 73.7 62.1 87.' 78.7 .... 7U 73.8 .... 86.7 7U 81.9 ..... Peb.H. ____ 73.' .lO 87 •• 73.7 ... 1 78.7 73. • .... .... 7U 82.1 .8,6 
Mar.S. _____ 73.. 62.. 87.' 78 .• 80.8 78.. 13.' ... 1 .... 7U 82. 88.. Mar. 10. ____ 13 .• 62.. 88.1 73.7 ..... 78.3 13 •• .... .... 75.1 82. ..... Mar. 17. ____ 73.7 62.. 87.7 78.. 88.. 78.. . 72. .... 86.' 76. • 82. ..... Mar.2L. ___ 73.. • U 87 •• 78.' 88.. 78.. 72. .... .... 76.8 . .... .. .. Mar. aL ____ 73.. .u .... 78.. .... 76.8 72. .... ... . 76.8 82' ... & 
Apr. 7. _____ 13.3 eo.' ... 1 7807 .... 75.7 72 • .... ... 7 75.6 82. ".7 Apr. 1". ____ 13.8 eo.' .... 78 .• ".8 76.. 729 86.9 .... 75.4 .... .... Apr. 21 _____ 13.3 ".7 ... 73.8 ".7 7U 73.1 87 .• ... 3 7 ... 83.1 ".3 Apr. 28_!._~_ 73.. ".1 ... 79.' .... 7&.0 73.. 88.8 87.1 76.8 83.0 .... 
~~~~~~~ 

13.' ".1 .... 79.0 .... 74.1 727 83.7 87.' 715.3 83.1 .... 
73.. .... 87 .• 79.1 ".3 13.' 13.0 86 .• 87.4 711i.3 ".0 70.1 
73.' .... 87.' 79.0 88.. 13.' 73.. 88.7 87.0 76.4 ".0 ".7 73.7 eo. 1 87.' 79.0 88.0 78.1· 73.. 88.7 87.' 71S.3 83.9 ".7 

June 2. _____ 13.9 eo .• 87.7 79.0 87.7 727 13.7 88.7 87 .• 75.3 83.8 .... Janell. _____ 73.8 eo. 7 87 .• 73.9 87.' 727 13 .• 87.8 87 •• 76.4 .. .. 70.0 J'UD816 •• ___ 74.. ... 7 70.' 78.. 87 •• 72. 737 ... 0 87.7 76.. 88. 70.8 June 23 ___ •• 76.0 ".8 7L8 73.7 88.1 72. 73.' 57.1 87 .• 76.6 83 .• 70.6 June 30. ____ 74.8 .... 70.9 73.. 88.' 7L. 12.' 87.0 87 •• 76.8 .... 70.1 
luly? _____ 74.7 ".1 71.0 78.. 87.9 n.' 7 ... 86.9 87.' 76.7 ".1 .... July." _____ 7 ... .... 70.8 78.. 87 .• 71.' 13 .• 86.' ... 9 76.6 ".1 .... luly21.. ___ 7U "1 71.2 '/Il. 87.0 71.8 74.7 .... 87.' 76.. ".0 70.0 July2B. ____ 74.7 .... 70.. 73.. ... 1 7L4 74.7 ... & 86.7 7 ... 88.0 70.1 
AUK.f. _____ 76.1 .... 7 •. 8 78.. ".1 n.l 74.7 86.' 87.1 76.11 83.0 ".9 AOI.IL __ •. 76.. 87.' 72. '/Il, 8 .. 70 .• 76.. ".9 .... 76.5 ...8 70.1 Aug,lB. ____ 78.1 .... 14.1 73.. 84.2 71.1 76.2 .... .... 715.9 .... 70 .• Aug. 25 _____ 78.. 7L8 76.' 73.. .... n.l 76.. 8'" .... 70.0 .... 70.1 

t=:t::::: TT.' 13.' 7 ... 73.. .... n.8 75.1 ... 9 .... 78.' ... 9 70 .• 77.8 74.3 TT.' 78.. 8<.6 70 .• 75.4 ".9 .... 70.8 829 70 .• Sepi.l6... ___ TT.' 73.7 70.' 78.. ".8 70 .• 75.5 .... ".9 70.' ".0 70.7 SeP\.2'L ..... TT.' "73.0 76.7 78.' 84.0 70.8 76.6 ... 7 .... 76.8 ".1 70.' SePt.2IL. __ TT.' n. 78.0 73.. .... 70.7 76.6 86.7 86 .• TT.O 88.1 70 .• 
Oot,II... ____ 7 ... n.o 78.2 73.' ... 8 70. • 7lUi ".7 86.' TT.S .... 70.1 Oct. 13 _____ 78.. n.o 74.8 78.1 .... 70.1 7 ... .... .. .. TT.l .U ".7 Oct. 20. _____ 7U 70 .• 74.0 TT.9 .... 70.0 74.8 .... ".0 TT.' .U 69.7 OOC,71 •• ____ 70.' 70.. 7'" 78.0 .... 69 .• 75.0 .... ... . TT.' 82.8 69.8 
Nov. 3 ______ 78.0 ".9 7 ... TT .• .... .... 7'" .... .... 78.9 82.8 .... Nov. 10 _____ 76.6 71.1 75.9 78.1 ".9 .... 7 ... .... ".1 70.8 "'7 70.5 
~:::~::'::: 707 71.6 76.6 73.8 "'9 .... 7at ".3 ".0 77.0 827 70 .• 78.. 70 .• 76.0 73.1 ... 9 .. .. 7U .... ...9 TT.l ... 7 70. • Dec. 1 ______ 

78.5 71.1 71i.0 78.. ".9 69.' 76.7 ".8 "'9 TT.' . ... 70.8 Dec. 8 ______ 76.7 71.7 7 ... ,8.. "'0 ..... 78.0 .... ...1 TT.8 .U 71.0 Dec. 15 .... ___ 78.7 71.1 76.4 78.2 ... 7 69 •• 75.2 86.' ".0 78.. .... ?l.a DOO.22. ____ 78.7 71.2 71i.' 78.' .... .9.7 76.0 .... "'7 73.1 82.5 71. t Dec. __ ". ___ 
TT.l 72. 76.8 78.1 .... ".7 '4.7 .... .... 73.8 .... 7 •. 1 

~ MurU.--8ea Annual RePOrt tor lD38 (table 121). 
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DIRECTORY OF THE FEDERAL ADVISORY COUNCIL 

(Dec. 31, 1934) 

OFFICERS 

President, WALTER W. S1dITJ{ 
Vice President, BOWARD A. LOEB 
Secretary J W AlI1'BR LICKTEN8Tl11IN 

EXECUTIVE COMMITTEE 

WALTER ·W. SIIITH 
BOWAB» A. LOEB 
TBO .... S M. STEELE 

MEMBERS 

WALTER E. FaEw 
H. C. McELDOWNEY 
W. T. KE .... ER 

Distriet No. 1.-T"oKAS M. STEELE, president, First National Bank & Trust Co. 
of New Haven, Conn. _ 

District No. 2.-WALTER E. FaEw, chairman, Com Exchange Bank Trust Co., 
New York, N. Y. 

Distriet No. 3.-HoWARD A. LOEB, chairman, Tradesmens National Bank & 
Trust Co., Philad'tfhia, Pa. 

Dip~~ct No. 4.-H. . McEH>0WNEY, president, Union Trust Co. of Pittsburgh, 

Distriet No. 5.-HoWARD BRUCE, chairman and president, Baltimore National 
Bank, Baltimore Md. 

District No. 6.-H. LANE yOUNG .... viee president and executive, manager, The 
Citizens and Southern National J>ank, Atlanta, Ga. 

Distriet No. 7.-S0LOKON A. SMITH, president, The Northern Trust Co., Chicago, 
lll. 

District No. 8.-W ALTER W. SMITH, President, First National Bank in St. Louis, 
Mo. 

Distriet No. 9.-T""ODOBII WOLD, president, Northweztem National Bank & 

~= ~~:'lt.~':'PT~K!~';, chairman, Commerce Trust Co., Kansas City, 
Mo. 

District No. 1l.-JosIlPll H. FROST, president, Frost National Bank, San An-
tonio, Tex. . 

Distriet No. 12.-M. A. AnNOLD, president, First National Bank of Seattle, 
Wash. 

RECOMMENDATIONS OF THE FEDERAL ADVISORY COUNCIL TO THE 
FEDERAL 'RESERVE BOARD 

MAY 15,1934 

In IlJlSwer to definite inquiries on the part of the Federal Reserve 
Board the Federal Advisory Council made the following four recom
mendations: 

RECO~M'lNDA'l'ION No. l.-Report on business conditions. 
The Federal Advisory Council in response to the request of the 

Federal Reserve Board makes the following statement regarding the 
conditions in the country as a whole. The members of the Council 
have been surprised by the great similarity of view held by the repre
sentatives on the Council of the 12 Federal Reserve districts. It 
might have been supposed that conditions would VIIIry considerably 
in different {la.rts of the country, but this does not seem to be the 
case except m those areas where Government money has been ex
pended in large amounts. 
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In ~eneral it may be said that business conditions and sentiment 
have unproved very much as compared with the earlier part of last 
year and the year immediately preceding. There seems, however, 
to have been some recession in recent weeks. As far as the members 
of the Council can tell, this recent setback is due largely to a lack of 
confidence in the activity of the Congress and some of the govern
mental bureaus recently established. There is considerable uncer
tainty as to what the ultimate effect may be of some of the recent 
legislative enactments and of pending legislative proposals. The 
members of the Council are unanimous in believing that there can 
be no permanent improvement until such time as the business com
munity of the country becomes convinced that experimentation in 
currency and in attempts to regulate business will cease. 

The lar~e and uneconomic aavance in labor costs is proving defi
nitely untunely and in many cases positively destructive. As a re
sult of these wage advances, selling prices for commodities to absorb 
suqh costs have been necessarily advanced to an extent which limits 
distribution and consumptive demand. As time passes it is found to 
be particularly true that the influences of increasing costs daily mani
fest themselves in yet higher prices and increasing restriction of dis
tribution, which has discour~ed many lines of industry. 

In respect to specific industnes it is to be noted that in recent weeks 
the textile and metal manufacturing trades have suffered. It is 
true that steel operations are at a higher rate than during the last 2 
or 3 years, but doubt is expressed as to the next quarter. On the 
whole it may be said that the increase in consumptIOn has not kept 
pace with the increase in production. 

In some of the regions of the country largely dependent on !1¢
culture the prevailing drought will undoubtedly create difficulties. 
In the Northwest the dust storms coupled with the unusual dryness 
has prevented the seed from genninating. Livestock will have to be 
moved unless abundant rains come in the near future. In these 
regions to which reference is made there is fear that manufacturers 
will face large cancelations. 

RECOMMENDATION No. z.-Bank credit. . 
The Federal Advisory Council believes that in those sections of 

the country where the money of the Government has been widely 
distributed there has been some increase of loans on the part of the 
banks. In the larger centers of the country, however, loans have 
tended to decrease; 

RECOMMENDATION No. a.-Federal Reserve funds. 
The members of the Federal Advisory Council believe that the 

effect of dealings in Federal Reserve funds are not of sufficient im
portance to lessen the ability of the Federal Reserve System to 
control credit policies. 

RECOMMENDATION No. 4.-Section 7 (d) of Stock exchange bill 
(S.3420). 

The members of the Federal Advisory Council are of the opinion 
that the Federal Reserve Board before ISSuing regulations under this 
bill, provided it is enacted into law, should make a careful study 88 
regards the needs of the situation. It should be pointed out that the 
power conferred on the Board is to be ~ve imd not mandatory. 



RECOMMENDATIONS 'OF FEDERAL ADVISORY COUNCIL-

Consequently, there is no need for the Board to issue any regulations 
until there is evidence that there is necessity for them. In general 
the members of the Council feel that if the Boli.rd conscientiously can 
refrain from adding unnecesss.rily to the innumerable regulations, 
orders, and laws of 8.ll kinds under which banks are at present com
pelled to operate it will be doing a distinct service. 

If and when the Federal Reserve Board deems it necessary and 
advisable to issue regulations under this provision of the proposed 
law then it is to be hoped that the Board will bear in mind the need 
for maintaining adequate markets not merely for securities listed 
on the more important exchanges of the country but also for securi
ties which have merely a restricted local market and those which 
are sold over the counter and not listed. Stringent regulations 
may result in destroying the market for the securities of small worthy 
industries and thereby possibly destroy these industries themselves 
by making it impossible for them to obtain needed capital. 

In addition the Federal Advisory Council made the following rec-
ommendation in reference to Regulation Q. . 

RECOMMENDATION No. 5.-Regulation Q. 
The Federal Advisory Council believes that in view of the wide 

divergence in rates of mterest now being paid on thrift and other 
time deposits in different sections of the country, and in view of the 
increasing difliculty of obtaining from suitable investments a yield 
sufficient to warrant the payment of the maximum rate now fixed 
~~er the provisions of Regulation q of the .Feder:tI Reserve B0i!rd, 
It 18 recommended that the Board gIve .coDSlderation to the adVlSa
bility of lowering the present maximum rate. 

In the opinion of the Council the present maximum rate might 
well be lowered one-half of 1 percent. 

RECOMMENDATION No.6. 
The Federal Advisory Council believes that it is timely and impor

tant to call attention to certain fundamental characteristics of the 
¥ederal Reserve System and to certain present-day tendencies not 
m harmony thereWIth. 

When Congress enacted into law the Glass-Owen bill establishing 
the Federal Reserve System, it very wisely' provided for 12 largely 
autonomous Reserve banks located m 12 different parts of the coun
try each under its own board of directors and each responsive, in 
some measure, to the individual needs of its district. 

The general oversight of these 12 banks was placed with the Federal 
Board, a coordinating body located in Washington. The members 
of this Board were appointed by the President with the advice and 
the OOllSent of the Senate and it was provided that no ,one of them 
could be actively engaged in banking. There was thus constituted 
an independent Federal ba:D.king system functioning free of undue 
influence by the banks on the one hand and free from control by the 
Government or by political groups on the other. 

Recent events have caused the Council to feel that it should sound 
a note of warning that the System ought itself to be careful not to 
permit the operation of influences tendin!l: to destroy ite basic char
acteristics. The Council believes that It sees a tendency of late 
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towards highly restrictive laws, rules, and regulations with respect 
to minute details of bank operation which, if not checked, will inev
itably destroy the independence of the Reserve banks. The .result 
of such tendencies, through substituting uniform regulations from 
Washington in place of the independent judgment of the several 
boards of directors of the Reserve banks, will destroy the morale of 
those boards Il;nd will prevent that adjustment of loca.l practices to 
local needs which Congress clearly contemplated. . 

The Council believes that if the Federa.l Reserve System is to con
tinue in existence and to perform its best services to the people it 
must avoid both bureaucratic tendencies from within and undue 
governmental or bank control from without. 

SEPTEMBER 18, 1934. 

RECOMMENDATION No. 1. 
The Federal Reserve Board has asked for suggestions from the 

Federa.l Advisory Council as to any matters which it would like to 
have considered by the committee which has been appointed by the 
Board to study banking laws and to make recommendations. 

The Council feels that a careful distinction should be made between 
fundamental changes in the Federa.l Reserve System itself and those 
remedial changes which are necessary or desirable as a result of in
consistencies and lack of clarity inevitabl;v resulting from the haste 
with which important emergency legislation was enacted in recent 
sessions of Congress. 

In view of the careful study, the prolonged debate and the thorough 
consideration which were ¢ven to the subject before the Federal 
Reserve Act was adopted m 1914, the Federal Advisory Council is 
convinced of the importance of having the act carefully reviewed 
prior to further fundamenta.l alterations. 

The Federal Advisory Council, therefore, welcomes the step the 
Federa.l Reserve Board has taken in appointing a committee for the 
purpose of studying the Federal Reserve Sy-stem and considering 
proposed legislative changes. The Council will appoint a committee 
of its members which will confer with the committee appointed by 
the Board if the Federal Reserve Board so desires. The committee 
of the Council will hold itself in readiness to consult with the com
mittee of the Board whenever it may suit the convenience of the 
latter. 

RECOMMENDATION No.2. 
The Federal Advisory Council is disturbed by the present provision 

in the Banking Act of 1933 which provides that the Federal Deposit 
Insurance Corporation shall continue to insure banks now in existence 
which have no capital structure and likewise banks to be chartered 
hereafter. 

The present act provides that the Corporation must accept appli
cations from and insure banks the assets of which banks are sufficient 
to pa;v their liabilities. 

It 18 the judgment of the Council that banks hereafter to be ad
mitted should have in addition to assets sufficient to pay their liabili
ties an adequate C8.Jlita.l structure and in addition thereto it is the 
belief of the Council that the aJlPl!cants should make a reasonable 
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RECOMMENDATION No.3. 
The members of the Federal Advisory Council have reviewed the 

activity of the member banks in their respective districts as to the 
cooperation of these banks in respect to the direct loans to industrr. 
which Federal Reserve banks are authorized to make. The Council 
finds tha.t the member banks have cooperated and the Council be
lieves that the banks will continue to assist the Federal Reserve 
banks in placing the. loans in question. 

NOVEMBERI20, 1934. 

TOPIC No. i.-Loans secured by registered securities made by 
banks to others than to members of registered exchanges. 

Recommendation.-When regulations are issued covering loans 
secured by registered securities made by banks to others than to 
members of registered exchanges, we strongly urge tha.t they be made 
as simple as possible and that the principle of a definite percentage 
of margin based on current market values be established. 
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(Dec. 31, 1934) 

HENBY MORGENTBAU, Jr., Secretary oj the Treasury, member ez ojftcio. 
J. F. T. O'CONNOR, ComptroZZ.,. 01 the Currency, "",mb.,. ... o.fficio. 

MARRINER S. ECCLES, of Utah, GOVIJ1'1UJ1'. Term expires August 9, 1938. 
J. J. THOMAS, of N~braska, Vi"" GVVIJ1'1UJ1'. Term expires January 24, 1943. 
CHARLES S. HAMLIN, of Massachusetts. Term expires August 9, 1936. 
ADOLPH C. MILLER, of the District of Columbia. Term expires August 9, 1946. 
GEORGE R. JAMES, of Tennessee. Term expires April 27, 1941. 
M. S. Szn.cZAI<, of Illinois. Term expires April 18, 1943. 

LA WHERe. CLAYTON, Assistant to the 
Governor. 

LA UCBLIN CUBRIlD, Assistant Director, 
Divittifm of Research and StatistiC8. 

CHESTER MORRILL, Secretary. 
J. C. NOELL, Assistant Secretary. 
LISTON P. BETHEA., A,siBtam Secretary. 
S. R. CA.RPENTER, Assistant Secretary. 
WALTER WYATT, Gemral Counsel. 
GEORGE B. VEST, A.Biatant CounBel. 
LEO H. PAULGE.., Chiel, Division. 01 

WOODLIEF THOMAS, Assistant Director, 
Division oj Research flnd Stati.tiu. 

E. L. SM"AD, Chief, Division of Ban" 
O'perationB. 

J. R. VAN FOSSE'6 A.sistant Chisl, 

EzaminatiOfUJ. 
CAr:..vi1.~ f1A::;," '8l.f.tO;:;;n.ion 01 

Security Loam. 
FRANK: J. DRINNlDN, Federal Reserve 

Examimr. 
E. A. GOLDENWlIIISER, Direitor, Divirion 

01 R .. earch and Statisti ... 

Y~s~~:~~I[E/t:~~~·'t~put!l FisuJl 
Agent. 

SALARIES OF OFFICERS AND EMPLOYEES OF THE FED· 
ERAL RESERVE BOARD 

(Dec. 31, 1934) 

OPJ'lCBlB O. KEMBEBS 0:1' TIIlC BOARD 

Lawrence Clayton, assistant to the Govemor ___________________ _ 
J. M. Daiger, special assistant to the Board (temporary) _________ _ 

1 at $4,500 _____________________________________________ _ 
I at $4,200 _____________________________________________ _ 
5 at $3,000 _____________________________________________ _ 
1 at $2,300 _____________________________________________ _ 
1 at $1,800 _____________________________________________ _ 
I at $1,620 ______________________________________________ ' 
1 at $1,600 _____________________________________________ _ 
1 at $1,560 _____________________________________________ _ 

$10,000.00 
9,000.00 
4, 500. 00 
4,200.00 

15,000.00 
2,300.00 
1,800.00 
1,620.00 
1,600.00 
1,660.00 

TotaL________________________________________________ 61,580.00 

OJ'J'lCIil OJ" 8ECBBTA.BY 

Chester Morrill, secretary ____________________________________ _ 

iis~~:' p:'~:th':t;"".:.~':i':.7cretMi-~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ = ~ ~ ~ ~ ~ = ~ 
S. Ri ~1':~~~~~~:-~~~~~==~==~~~====~==~~~~=~~~==~ 2 at $2,800 _____________________________________________ _ 

5 at $2,400 _____________________________________________ _ 
I at $2,200 _____________________________________________ _ 
1 at $2,100 ________________ - - - - -- ___ -_ - __________ -- _ - - - --
2 at $2,000 ____________________ - - - - _ - _ - _____ - ___ - ____ ----
I at $1,900 ___________________________________ - _ - ____ ----

'lIlA 

15,000.00 
7,500.00 
7,100.00 
4,800.00 
3,000.00 
6,600.00 

12,000.00 
2,200.00 
2,100.00 
4, 000. 00 
1,000.00 



FEDERAL RESERVE BOARD SALARIES 

OFFICB 01' BECBETABY-Continued 

1 at $1,740 ______ :_______________________________________ $1,740.00 
1 at $1,700______________________________________________ 1,700.00 
lat $1,620______________________________________________ 1,620.00 
2 at $1,600______________________________________________ 3,200.00 
3 at $1,560______________________________________________ 4, 680. 00 
3 at $1,500______________________________________________ 4,500.00 
2 at $840________________________________________________ 1,680.00 
1 at $780 _________ " ________________________________________ 7_80._0_0 

TotaL________________________________________________ 85,100.00 

OP'll'lCB '()I' GENERAL COUNSEL 

F~ ;~;5!=~============================ H. Lee Boatwright, Jr., .... istant counseL ______________________ _ 
G. Howland Chase, .... istant counseL ____________________ , ____ _ 

~mJ~lf'D~~~tO~C=====================:== John C. Baumann, assistant counseL __________________________ _ 
Joseph T. Owens, assistant counseL ___________________________ _ 

1 at $3,800 ___________________________ c _________________ _ 
1 at $3,000 _____________________________________________ _ 
2 at 52,800 __________ • ___ - ______________________________ _ 
3 at $2,400 _____________________________________________ _ 

~ :t ~~:~============================================== 1 at $1,620 __________________________________________ c __ _ 
2 at 51,560 _____________________________________________ _ 
1 at $1,440 _____________________________________________ _ 

15,000.00 
10,000.00 

9,000.00 
5,500.00 
5,500.00 
5,500.00 
5,500.00 
5,000.00 
5,000.00 
3,600.00 
3,000.00 
5,600.00 
7,200.00 
2, 000. 00 

14, 400. 00 
1,620.00 
3, 120. 00 . 
1,440.00 

TotaL _____________________________________________ .-- 107,980.00 

DIVISION 01' RESEARCH AND STATISTICS 

E. A. Goldenweiser, director of division.... _________ .,. _____________ _ 
L. B. Currie, assistant director ___________ :.. ______________ ... _____ _ 
Woodlief TholIl88, assistant director ___________________________ _ 
Winfield Riefter, research assistant ____________________________ _ 
Geerge W. Blattner, ......... ch .... istant _________________________ _ 
Wa.1ter R.. Gardner, reeearch .... istant _________________________ _ 

1 at $4,200 _______ " ___________________ -- ________________ _ 
1 at $4,000 _____________________________________________ _ 
1 at $3,600 ________ : ________ • ____________________________ _ 
I at $3,500 _____________________________________________ _ 

1 :~ ~~:~g=~=====================================:====== 4 at $2,800 _____________________________________________ _ 
1 at $2,600 _____________________________________________ _ 
2 at 52,500 _____________________________________________ _ 

j Iliiii~i"illii!~~!~:~~~:::~ ~~:~,~:::::~:~::::::: 
t:! :f:~=:=====:=:=======:====================:======= 

15,000.00 
8,500.00 
8,500.00 
7,000.00 
6,000.00 
6,000.00 
4, 200. 00 
4, 000. 00 
3,600.00 
3,500.00 
3,400.00 
3,160.00 

11,200. 00 
2,600.00 
5,000.00 
2,300.00 
6,600.00 
6,300.00 
4,000.00 
1,900.00 

10,800.00 
6,720.00 
1,620.00 
1,600.00 
3, 120. 00 
5,760.00 
1,380.00 

TotaL ________________________________________ .------- 143,760.00 
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DIVISION OF BANK OPERA'lJION8 

Edward L. Smead, chief of division _____________________________ $15, 000. 00 
John R. Van FO.Ben, .... i.tant chief____________________________ 8,000.00 
J. E. Horbett, principal .... istant_______________________________ 6, {l00. 00 

1 at $4,800______________________________________________ 4,800.00 
2 at $4,500______________________________________________ 9,000.00 
1 at $3,800______________________________________________ ,a, 800. 00 
1 at $a,200______________________________________________ 3,200.00 
1 at $a,100______________________________________________ a, 100. 00 
2 at $2,900 _____________________ :________________________ 5,800.00 
1 at $2,800______________________________________________ 2,800.00 
1 at $2,700______________________________________________ 2,700.00 
1 at $2,600______________________________________________ 2,600.00 
2 at $2,500______________________________________________ 5,000.00 
1at $2,400______________________________________________ 2, 400. 00 
1 at $2,200______________________________________________ 2,200.00 
1at $2,100______________________________________________ 2,100.00 
2 at $2,000______________________________________________ 4,000.00 
1 at $1,900 _________________ . ____________ ________________ 1,900.00 
7 at $1,800______________________________________________ 12,600.00 
1 at $1,700_____________________________________________ 1,700.00 
1 at $1,620______________________________________________ 1,620.00 
a at $1,600______________________________________________ 4,800.00 
4 at $1,560______________________________________________ 6,240.00 
2 at $1,500______________________________________________ 3,000.00 
2 at $1,440______________________________________________ 2,880.00 
1 at $1,320______________________________________________ 1,320.00 
8 part-time employees____________________________________ 2, a02. 50 

Total___ _ _ ____ __ _ _ _ _ ____ __ _ _ ___ _ ___ ___ _____ __ _ _ ___ __ __ 120, 862. 50 

DIVISION 01' EXAHlNATlONS 

Leo H. Paulger, cbief of divi.ion ______________________________ _ 
Frank J. Drinnen, Federal Reserve examiner. ___________________ _ 
R. F. Leonard, Federal Reserve examiner _______________________ _ 
L. A. A. Siems, Federal Reserve examiner _______ . _______ . ______ _ 
C. E. Cagle, Federal Reserve examiner. ________________________ _ 
M. R. Wilkes, Federal Reserve examiner _______________________ • 
Geo. S. Sloan, Federal Reserve examlner ______________________ __ 
C. S. Barker, ... sistant Federal Reserve examIner _______________ _ 
R. B. Cbamber~ Federal Reserve examiner _____ " ____________ __ 
H. O. Koppang, ... 'ederal Reserve examiner ____________________ __ 
Roger M. Callowa~ Federal Reserve examiner ____________ . ____ _ 

P.i:~dr~b~~Weder~R!!e~:e:::nu~~~--:====:=::=====:::::: 
~~A~N!l.~~J~af~~e;v~~s::n:~==================== William B. Pollard, Federal Reserve examiner _________________ __ a at $4,800 ___________________________________________ __ 

4 at $4,500 ________________ " ____________________________ _ 
1 at $4,400 ____________________________________________ __ 
a at $4,200 _____________________________________________ _ 
2 at $4,000 ____ , ________________________________________ _ 
3 at $3,900 _____________________________________________ _ 
6 at $3,600 ____________________________________________ __ 
a at $3,aOO _______________________________________ ---___ _ 
4 at $3,000 _____________________________________________ _ 
2 at $2,700 _____________________________________________ _ 
2 at $2,500 _____________________________________________ _ 
4 at $2,400 _____________________________________________ _ 
2 at $2,300 _____________________________________________ _ 
2 at $2,200 _______________________ ---_______ - _________ ---
I at $2,100 ________________________ -- ___________________ _ 
2 at $2,000 _____________________________________________ _ 
1 at $1,900 ____ " ___________________ --- ------- --- --- ------

15,000.00 
9,000.00 
8,000.00 

}, Wo: gg 
6,400.00 
6,000.00 
5,200.00 
5,200.00 
5,200.00 
5,000.09 
5,000.00 
5,000.00 
5,000.00 
5,000.00 
5,000.00 

14, 400. 00 
18,000.00 

4, 400. 00 
12,600.00 
8,000.00 

11,700.00 
21,600.00 
9,900.00 

12,000.00 
5,400.00 
5,000.00 
9,600.00 
4, 600. 00 
4, 400. 00 
2, 100. 00 
4, 000. 00 
1,900.00 



FEDERAL RESERVE BOARD SALARIES 

DIVISION OP lDXAJ4INATION&--continued 

3 .. t $1,800 _____________________________________________ _ 
1 .. t $1,700 _____________________________________________ _ 
2 .. t $1,680 _____________________________________________ _ 
4 .. t $1,620 _____________________________________________ _ 
2 at $1,600 _____________________________________________ _ 
3 .. t $1,560 _____________________________________________ _ 
7 .. t $1,500 _____________________________________________ _ 
4 .. t $1,440 _____________________________________________ _ 
1 .. t $1,400 _____________________________________________ _ 
1 .. t $1,260 ________ ' _____________________________________ _ 

$5,400.00 
1,700.00 
3,360.00 
6,480.00 
3,200.00 
4, 680. 00 

10,500.00 
5,760,00 
1,400.00 
1,260.00 

ToW _____________________________________________ 297,840.00 

DIVISION 01' SECtTRITY LOANS 

ea.r! E. Pa.rry, chief of division _______________________________ _ 
2 .. t $1,800 _____________________________________________ _ 
1 at $840 _______________________________________________ _ 

9,000.00 
3,600.00 

840.00 
---TotaL____________________________________________ 13,440.00 

OFFICE OF FISCAL AGENT 

Oliver E. Foulk, fiscal &gent ________________ ~__________________ 4,200.00 
Josephine E. La.lly, deputy fiscal .. gent ______________________ ---- 2,400.00 

ToW _________________ ~_______________________________ 6,600.00 

FEDEB.AL RESERVB ISSUE AND REDEMPTION DIVISION" 

*.1: ~~~~~a;:-'!;.~~~~fc~~~~~=============================== 1 .. t $2,500 _____________________________________________ _ 
1 .. t $2,000 _____________________________________________ _ 
1 at $1,920 _____________________________________________ _ 
2 .. t $1,860 _____________________________________________ _ 
2 .. t $1,750 _____________________________________________ _ 
2 .. t $1,680 _____________________________________________ _ 
2 .. t $1,620 _____________________________________________ _ 
19 .. t $1,500 ____________________________________________ _ 

4,500.00 
2,920.00 
2,500.00 
2,000.00 
1,920.00 
3,720.00 
3,500.00 
3,360.00 
3,240.00 

28,500.00 
ToW ___________ ~_____________________________________ 56,160.00 

'II MESSENGERS 
1 .. t $1,800 _____________________________________________ _ 
3 at $1,600 _________________ c ___________________________ _ 
1 at $1,380 _____________________________________________ _ 
8 at $I,320 __ c __________________________________________ _ 

~ ~: l~:~gg==========: = == ===== ======= ====== == === === == ==== 3 at $840 _______________________________________________ _ 

1,800.00 
4,800.00 
1,380.00 

10,560.00 
1,200.00 
3,300.00 
2,520- 00 

Total_________________________________________________ 25,560.00 

<t.'re.n~ toW ___________________________________________ 908,882.50 



RECEIPTS AND DISBURSEMENTS OF THE FEDERAL RESERVE 
BOARD FOR THE YEAR 1934 

Balance Ian. 1. lUM: 
Available tor general expenses of the Board..________________________________ $U,119,9O 
Available for expenses chargeable to Federal Reserve banks________________ 29,6a.1lO 

Total _____________________________________________________________ • __________________ • ~,639, 400 

AvaUable for general expenses of the Board: 
As3essmeb.ts OD Federal Reserve banks lor estimated general 

upenses oltha Board ______________________________________ $1,372. 021. 74 

Subscriptions to Federal Reserve BuDetin..___________________ 4.640.84 
MiscellaDeous reooiptll. refunds and retnbursemeuts__________ 929.89 
Reimbursemant on account of bank: emmInatlODS____________ no. IS 

Total receipts availa.ble for general expenses of the Board _________________ '1.377,602.86 

A vatlabJe lor expenses chargeable to Federal Reserve banks: 
Assessments on Pederal Reserve banks lor: 

Cost of prepariDg Federal Reserve notes and Federal Reserve bank DOtes ___________________________________ _ 

Expenses of leased wire systern.. _________________________ _ 

Expenses of private telephone lines •• ___ • ____ ••• _____ ._ •• _ 
Misoollanooua expeu.ses __________________________________ _ 

1337,30<.48 
220,1911. 73 
30,.528.32 

273.82 

Total receipt. a.vailable for expenses cbargeabIe to Federal Reserve banks ______________________________________________________________ 688, .... 3.! 

Total receipts _____________________________________________________________________ 1, UB6.102. 00 

Total ava.fla.ble for dlsbur8ement _____________________________________________________ 2. 0015, M1. 40 

For general expenses of the Board: 
Expenses of 1933 paid in 19M_________________________________ $19,066.48 
Expenses tor 1934 (per detailed statement) ______ $1,266,931. WI 
Less a.ccounm unpaid Dec. 31, 1934 (estimated)_ 23,780.21 

_ of 193< paid during :veor----______________________ 1,213. J5L J& 

Belunds on aceount. of subscriptions to Federal Reserve BuIle""____________________________________________________ U.D2 

Total dJsbuneme:nts for general expenses oftbe Board __________________ $l.282,ZIO.M 

For u:penses cbargeable to Federal Reserve bank8: 
COlli of preparing Federal Reserve notes and Federal Reserve bank notes ________________________________________________ _ 
E%p8llB8B of leased-wire system.. _____________________________ _ 
ExpeDS89 of private telepbone Unea _________________________ _ 
Miscellaneous ezpense8 ___________________________ .. ________ _ 

Total disbursements for expanaeI chargeable to Federal Reserve bImb__ 1S33." 'IT 
Transrelred to building 8CC01lIlt____________________________________________ 10.000.00 

Total disburaemeDu _________________________ .. ________________________________________ 1,006. m.tl 

Balance In special fund accoa:nt________________________________________________________ 100, 825. ... 

BuDdlng account: 
Tramfen'ed from special fund account.______________________________________ $10.000.00 
DisbtlrBBments..____________________________________________________________ ftfI.26 

BaJanoa Dec. ai, lV34: Available for general expenses of the Board..________________________________ 11111.601. Ii 

Available for buDdlng apenCUtanL_______________________________________ e," 71 

126,80<." 
I.- _ ...... _bIe to tile Federal -.. banks tar "bleb 101m-

bunemeDt had not been received on Dec. 31, J.8M..._____________________ 16,8'M. a 
Toca1 balanoe ___________________ a____________________________________________________ I1Q.1l8." 
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DETAILED STATEMENT OF EXPBNSE8 OJ' TBB FEDERAL RESERVE BOARD, 1934 

Total March April 101.,. luna lu1y 

---------1---------------------------

NONPBBSONAL UBVJCBI 

sobslsteDoe: 
and tbeir staffa___ .. 3M. e secretary ______________________ _ 

general counseL .... _______ 347. 
on of examinatioDS__________ 7" 213. 

Dfvlsfon 01 research and atatistloa.. 1, 659. 
DIv1sioD o( bank OperatlODS______ S3Q. 
All other dlv1sions, tnclndlng oar-

tare ••••••••••••••••••••••••••••• 
OommunteatfoD service: Telepbone _______________________ _ 

~~~~~~~jjm~~j~j~j~j 

Total.. ________________________ _ 
Grand total. ______________ • ____ _ 

QIlI. 

23, .... 
7,133. 
~096. 

«.619. 
467. 
418. 

l2,096 . ... 
I""" 10.321. 
"381. 

65,912-
108,302. 

I or thI~ amount SB.90U9 was refunded in lanuary IG3S". 
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GOVERNORS AND DIRECTORS OF FEDERAL RESERVE 
BANKS 

(D ..... , .9M) 

DISTRICT No. I-BOSTON 

F. H. Ct1BTI89, chB1rman and Federal Reserve 
?o~G.~~OLL1S, deputycba1rma.D. R. A. 

Directors 

DISTRICT NO.2-NEW YORK 

Term 
expires
Dec. a! 

1934 .93. .93. 
• 9M 
1935 
1936 .... .93 . 
• 93. 

J. c..~~:~::=:~ya::~~ ::t'YIea:!: 
governor 

.... 
• 936 
.936 

.934 
• 936 .... 
.934 .93. .... 

DISTmCT NO • ....cLEVELAND 

E. S. BURKE, J'B.,actlng cbalrm.tlD. W. H. FLBTCJIJIR, 
act-mg Federal Reaerve agent. E. R. FANCUB, 
governor 

CINCINNATI BRANOH 

O. }I'. MCCOMBS, managlol dJrector 

PITTSBURGH BRANCH 

T. C. GRIGas, managiDa: d1reclor 

.... .93 . .... .... 
1935 
1086 

.1134 

.936 .... 

. ... .... .... 

. 93' .93 • .... 

.936 

.... 

.9M .,M 

.936 .936 

.936 

.936 

BUFFALO BRANCH DISTRICT NO. S-mCBMOND 

___ R_._M_._O_'H_ABA, __ JDaIIllgiDg ___ d_lrec_tor.,--_._ W":i.B3r:."D::"~ • ..r.=..~~ 
SUY, governor 

~: ~.2t~~~~~~:.J.~y:::::::::: 
R.N. .Y. __ .¥. _______ _ 
F.B. .Y. ____________ _ 
L.O. N.y. ___ • ______ _ 

~: ~: ~ ~:~::::::::= 

.934 

.934 

.9 .. 
"36 .936 .... .... 

DISTRICT NO. S-PHILADELPRIA. 

Rf:·~~~~~1:ed~~~: 
NO&Bl9, governor 

.9M 

.936 

.936 .... 
• 936 
lOa6 

.9M 

.936 
lOa6 

BALTIMORE BRANCH 

HVOB LucB, JIl8D8IlDI dlreckIr 

1-~.~~b!:aJ::t,:O!!dMd._::::::::: 
L. B. PhiUl .. , Cambrl""., Md. •••••••••• E. P. Cohill. Hancoc:r :M':d. _____________ _ 

~~wr=.:·BI~im~~~~:::::::: 
M. M. Preotls, BaI_ Md •••.••••••• 

.1134 

.936 
lOa6 

.1134 .936 .... 

.1134 

.936 
lOa6 

.... . ... 
• 9M .936 
.936 
.936 
lOa6 
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DISTRICT NO. &-RlCBMOND-Continued 

CHAB.LOTTEBRANCB 

W.T.~_dIrector 

DISTRICT NO. &-ATLANTA. 

'934 
'934 
'934 
'931; 
'931; 
'931; 
'936 

OBCAa NB'Wl'OII, chairman and Federal Reserve 
agent. W. H. Kftrlo, deputy chairman. 
--.governor 

Class A: 

~: &: ~~i!:.~ A}IL:::::::: 
R, G. Clay, Atlanta; aa. ........ _._ .. 

ClassB: 

r~Oii;New-orie&iis:-i£..::::::: 
J. A. McCrary, Decatur, Ga _________ _ 

ClassC: 
W, H, Kettfg. BirmlDgbam, Ala-•••• Osear Newton. AtlAnta, Ga.. ________ ~_ 
1. P. AI1en, Atlanta, 0. .•.• ,._ .....•. 

BIRMINGHAM BRANCH 

1, H. Fan. Dl8DlIging director 

JACKSONVILLE BRA..'iOH 

'934 
'931; 
1936 

'934 
'931; 
'936 

'934 
'931; 
'938 

'934 
'934 
'934 
'931; 
'938 
'938 
1938 

G. 8. VARDIDUII, Jr., BCt~manager 

NASHVILLE BRANCH 

J. B. FOB'!', Jr., managing dJreotor 
o , 

103. 
'934 
'934 
'931 
'931 
'938 
'938 

1. B. Fort, Jr., Nubvi1le, Telm.._._________ 1934 
Vacancy 19M 
1'.1. H 1934 
P.M. 1935 
O. W. 1936 
W. P. 1038 
O. A. ra 1936 

DISTRICT NO. 6-ATLANTA-Contlnued. 

NEW ORLEANS BRANCH 

MABCUS WA.L:R'D, managing ~ 

DISTBlCT NO.1-cmCAGO 

1m 

''''' ''''' ,931 
,931 
'036 , ... 

Ea:;t.S?~~~;::;::!m~T. 
ScB'A.LLBR, governor 

Class A, 
E. R. Enberg. Waukesha, Wis ______ _ 

r·f·i!.~~c::o~Hl:~~::::: 
Olass B: 

8. T. Crapo, Detroit, Mich __________ _ 

~.~.~O:b~: ~=:Wisc::::::: 
Class I), 

F. C. Ball. Muncie. Jnd _____________ _ 

k~:~=·c='&:::::::::: 
DETROIT BRANOH 

R. H. BUSS. __ 

DISTBlCT NO.8-ST. LOUIS 

'934 
,931; 
,936 

''''' ,931; 

'936 

'934 
,931; 
,936 

,934 , ... 
'934 
19" 
1935 
,036 
'036 

1. B. WOOD, chairman and Federal Reserve &gell 
PAm DIJ.J.ARD, deputy chairman. W. Mol 
MAR'l'III. governor 

LITTLE ROOK BRANOH 
A. F. BAlLEY, managing director 

,934 
,03' 
1936 , ... 
,931 
'938 , ... 
,931; 
,936 

,934 
,934 
19 .. 
10" , ... 
1938 
1O" 
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DISTRICT NO. B-BT. LOUI9-Continued 
LOUISVILLE BRANOR 

1. T. MOORE, managlngdlrector 

MEMPHIS BRANOR 
w. B. GLASGOW, managing director 

W. R. Olasgow<¥ompbls, T'nn. _______ _ 
S. E. Ragland, M.empbl~ Tenn __________ _ 
1. W. Alderson, Forrest CIty. Ark~~_. ___ _ 
Wm. Orgill, Memphis, Tenn. ___________ _ 

:.~ Igre~::'b,.~~·d:i~MiiS_-_::::::: w. R. King, Memphis, Tenn ___________ _ 

19"" 
19M 
19"" 
1936 
1036 
1936 
1936 

19M 
19"" 
19"" 
1036 
103. 
1030 
1936 

DISTRICT NO. 9-MlNNEAPOUS 

1. N. PEY'rON, cb.ainrlan aDd Federal Reserve 
?f::~y,~oiern~~z:' deputy oha1rtnan. W. B. 

HELENA BRANOH 
R. E. TOWLB, managing director 

19M I,.. 
1936 

19M 
1113' 
1006 

19M 
1006 
1006 

19M 
19M 
19"" 
1036 
11130 

DISTRICT NO. to-KANSAS CITY 

-' - -- chairman and Federal Reserve agent. 
E. P. BROWN, deputy chairmrm. O. H. ~ 
'lON, governor 

19M 
1036 
1006 

19M 
11130 
1006 

19M 
11130 
1936 

DISTRICT NO. lO-KAN8A8 CITY-Continued 

DENVER BRANOR 

1.E.OUlON,IJlaJlaKlnI~ 

OKLAHOMA OITY BRANOH 

O. E. DAlWIL, menag\Dg director 

Oklahoma Olty, Okla _____ _ 
ulsa, Okla. ___________ ._. __ 

N Oklahoma City. Okla. ____ _ 
A , Oklahoma City, Okla ... __ .. 
H. . Og en. Muskogee. Okla __________ _ 
1. B. Dool1n,.A1v., ~kla.. ________________ _ 
F. T. Obancuer, Cmok ..... Okla.. _______ _ 

OMARA BRANCR 

L. S. EABBAR'l', .maDII8fDa: director 

DlSTBICT NO_ Il-DALLAS 

19M 
19M 
103' 
1036 
1036 
1936. 
1036 

19M 
19M 
19"" 
1036 
1036 
1036 
1036 

19M 
19M 
19M 
1036 
1036 
1036 
1036 

C~Dt.~~P~:~ =an~T.:.~ 
Mc1CnoixY, governor 

EL PASO BRANCH 

J. L. HulURJl'. maoaglq4iree&or 

19M 
1036 
1036 

19M 
1036 
1936 

19M 
1036 
1006 

'9M 
19M 
19M 
1036 
11130 
'006 
1936 



GOVERNORS AND DIRECTORS - - 215'" 
DISTRICT NO. ll-DALLAS-Oontlnued 

HOUSTON BRANCH 

W. D. GBlmty. managing dlxector 

SAN ANTONIO BRANCH 

M. OBUKP. uianaglug director 

, ... , ... 
'93' , ... 
19 .. , ... 
193/l 

, ... 
'934 , ... , ... , ... 
1936 . 
'936 

DISTmCT NO. J2.:-SAN FRANCISCO 

---- cbalrman and Federal Reserve agent. 
W. N. Moon, deputy chairman. J. U. CALKINS, 
governor 

L\!)S ANOELES BRANOH 

W. N. AJIBBOSB, managlng dJ.reotor 

, ... 
'9" '936 , ... 
, ... 
'936 , ... 
''''. '936 

DISTBICT NO. lI-SAN I"RANCISOO-oontd. 

O.R. 
B.A. 
M.F. 
0 . .11. 
0 . .11. 

PORTLAND BRANOH 

R. B. WBft. managing director 

SALT LAKE OITY BRANCH 

W. L. PABftI'BB, managing c:Ureetor 

SEATTLE BRANOH 

O. R. SlU.W, managing dlrector 

, ... 
19'" 
193. 
'9" 1936 

'934 '9'" '9'" '9" ,93/1 

• Seattle, Wash_____________ 1934 ~!!:;r!.~MIi::::::::. ::::1 ~:= 
Seattle. Wash._____________ 19315 

reenwood, BeaUle, Wash.________ IDa:; 

SPOKANE BR4NCH 

D. L. Dum, managing director 
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NUMBER AND SALARIES OF OFFICERS AND EMPLOYEES 
OF FEDERAL RESERVE BANKS 

Annual salary 
01-

[Doc. 3L 19M] 

Employees, Employees 
except those wbOl6 salarI. 

whose salaries are reimbUJ'l6d 
are :~!xursed to bank 

Other o1Doers Total 

Federal R&
_"b~ �-----,----c�---~----·I-_.------·I-_.~--_1--_.~--
(Including 
branches) Ohair· 

man 
and Gov- Num- ADnual Nom- Annual Nam- Annnal Nom- Annual 

Federal emor her salaries ber salaries ber aalaries bar aaJar1eIJ 
Reserve 
agent 

------ ----- ------
$3~000 11 $105,260 618 $935,590 49 $70,310 673 f1, 16L 150 

50,000 41 496,300 2,"'. 4,071,042 239 367,842 "01. 5,0'U,1M 
3~000 11 104.700 780 LZ!3,ao< 77 110,220 877 1.498.224 
30,000 21 183,600 97. 1,808,206 170 274,066 1,173 2,096,881 
26,000 17 l~3\l: M8 "",,062 163 206,400 788 1, 196,Od .. 382 616,5M 19, 222,672 ... 936.176 

". 287,560 1,133 1,781,382 ... 626,761 1.610 2.766,689 
19 136,000 560 776,142 136 166,680 715 1,111.922 
13 82,100 385 670, -lIB .. 143,176 49< 849,678 
30 149,800 '35 811.160 19. 2'18,200 7.7 L257,259 
17 123,100 337 647,020 11. 164,310 ... 87 .. ..., 
30 308,700 ... 1,387.723 118 176,oft.i7 .. 1 1.801,880 

Total ____ 225,000 336,000 ... 2,191,940 9.447 15,054,487 L987 """068 11,708 20.680.496 

STATE BANK AND TRUST COMPANY MEMBERS 

Following is a list of the 980 licensed State bank and trust company 
members of the Federal Reserve System on December 31,1934, with 
their loans, investments, deposits, capital, and surplus. 

[In tbOWlltDds of dollars] 

Invest....... 
-----------1-----------

DISTRICT )10. 1 

I~= 9,216 33.638 I,,,," t.:: 2,29< 12,986 1,459 
618 ... 1.302 150 7. 
769 473 1.M1 100 100 

4.435 .. 180 7,339 1.000 2.0001 
1.7 .. 500 "762 aoo 150 . 

IIADIB ..... 2,072 6.450 en ... 
~m 8,181 12,'" ,,500 3 .. 

7" 3,248 200 aoo 
7" 1.021 1 .... aoo 50 

LOO5 1,291 ..... 100 150 
• 18 1 .... ,,256 260 80 

JWI8ACIIUB1ITfIJ ..... 0211 ,,- aoo "'" '.096 1 ..... 31,872 Looo .. 000 
571 9 .... k~ 5,000 5,000 

1.702 OM 200 I/lO 
31,OW ,... ... 87.M2 1,000 11,500 

U on -------------------------------- ..... 1.9<7 7.217 7fIJ "" United 
'l'rustCo ________________________ ...... 8,579 11.708 1.700 ... 

I InclD~ caplmt DO&eI and debeDrm. aDd PR nlae of pnIerred ADd common acoot. 



STATE BANK MEMBERSHIP :,arz 
[In thousaDcIs 01 dollar8) 

LoaDs In ..... Total Capital Surplus ...... depoaits 

---------------
DISTRICT NO. l-Continued 

JU.SU.t!&UUiX&-OOJltiDued. 

167 3M 110. 100 100 
1.763 ..... 1,683 am 167 ..... 8311 1,689 800 800 ..... ..... 16 .... 1,006 1,"'" 

4Z1 613 1,00< 100 ,., ...... D26 8.711 ... ... 
3,018 3,674 7 .... 1, ... ... 
1.008 1.185 .. 853 300 66 ...... 666 •• 436 ... 26 
3,917 943 4.617 ... ... 
6 • ..., 1,673 ..... 1 .... 100 ..... 778 ,,804 2M 126 
5,163 .. "'" .. "" ... 300 

46' J,g; "023 100 100 
1,451 2,017 200 76 
7 .... 10.949 17.013 1.080 600 
1.866 3.228 1,702 ... 100 ...... 1,143 1,023 460 60 
2,"~ 3,195 6.11<6 ... 60 
1,292 m 8,748 460 160 

Co ____________ •• 185 3,732 , .. 097 1.006 1.006 
--------.------ 8,~ 3,301 12,164 1.006 1.~ 73. 1,721 126 
--------------. 1,397 ".18 .,118 300 160 

87. 61. 1 .... ... 100 

Co:::::::::::: 871 1 ..... 2,011 100 100 
10,6&7 18,7DU 30,837 8,006 1.006 

ow IWIl'8B1BZ 

Conway: Oarroll County Trust 00 _________________ M8 62< 1,176 160 

DODB IBLAlQ) 

l'rovIdenco: IndllBtrial Trust Co ____________________________ 51.043 46.4'15 109,780 '.006 1.:: UD101l Trust CO ______ , __________________________ 10,300 9,766 21,463 1.006 

DISTRICT NO.2-

OW mI81IY 

(See &lao dlalrlc. DO. 3J ..... 3,917 8,63' ... 100 

8.~ 6.27'5 13,219 1 .... 300 
166 .,7 100 .. 61. 429 1.082 100 26 

931 371 1.830 100 100 
373 <57 8<. 100 26 

------------------ 1,192 860 .. 64. 300 100 
---.---------.---- 1.~ .. 033 3,869 200 2M 

168 464 100 30 
11,128 8.361 19,441 2,376 647 

2,071 ~:~" .' ..... ... ., 
-._---.-.-.-.---- S .... >4,934 ... 100 
----------------- 609 ... 1.117 100 60 
.-------------.-. 631 I.'" 2,334 160 100 

"Bq6ii-CoiiiiiY:: 1.022 1,34' 2,<63 300 60 ..... '.623 11.16.1 760 600 

21,OM 26,178 80,271 ..... '.006 
22,910 6,806 23.463 ..... 1,~ 
1,666 764 .. 796 ... 

ontclalr ______________________________ 
,,866 1.673 4,891 600 ., 

Monfstown: J=~:n-Tr1iit-CO::::::::::::::::: '.640 4,128 10.851 1.640 "'" 2,73< 4,647 •• 088 600 200 
Newark: 

e=~~:::::::::::::::::::::::::::: 
1,926 437 1.970 1.477 --------is 

636 008 1,414 400 ,...,. 8.472 ".OM 1,623 ... 
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[In thousands of dollars] 

Loans Invest- Total Capital BurplQl menta 4epolit. 

---------------
DISTRICT NO. Z-Oontlnucd 

If&W lERSBY~ODt1nued 

Newark-Continued. 
F niOD Trust Co ______ • ________________ 40.9'18 '~1l58 127.800 11,000 "'1500 
F Trust Co ____ .... ________ ... ..222 97. .,766 1,700 ·····2;000 Trust Co ____ .. ___________ 9,732 8,460 1 .... 1 2,1500 0 ________________________ 1,487 1.217 2,617 1500 1500 

8,197 4,132 7,682 1,073 200 
1,132 l.m .. sao 200 .0 
1,363 ..... 3 .... 1,000 60 
2,810 "' ... "02' 1,323 ----------
8,'60 1,226 2,493 .71 -------.--." u. 367 ... ----------

.7. 31lS 676 100 '00 
7,810 6.011 16.116 1,400 •••••••• 6.j 
1,794 ... 3,262 263 

44' 612 1.086 100 30 
1,451 769 2.616 '00 100 

-----------.. ---- •• 220 23' 60 30 
1 .... 1.364 3.200 ... 300 

7.7 ... ' .... 226 U3 
8.106 ,,8&1 ..... 000 200 .. d: 

~ef~e:l:~~ ~~_~_~::::::::::::::~::::::: ~ ... 1,231 .. 68) 200 300 ,,406 1.134 3.'" 300 200 
Westwood: Westwood Trust Co. ___________________ 369 362 712 200 20 

DWYORX 

Adams: O1tizens &- Farmers Trost Co ______________ 1.481 82.1 ..... ... '3 Albany: First T11l8t Co ____________________________ ' 13.721 1 .. 304 30.8Z1 3.1500 230 

Amityville: The Bank of Am1~~rCO::::::: 61< <61 1,177 '00 23 
2,131 1.996 <'''' 200 400 

18' ... 407 100 6 
868 706 1.790 330 20 
310 U< .n 60 100 

U48 2,'" ~337 800 ... 
167 63 20' 30 • 

".868 lB.'" 47,186 "800 1.000 
47,802 39,133 89,916 10,000 3.000 
86."" 64,826 lIiO.981 ,,,000 3.000 ... 1.366 2,'00 300 100 ... 104 ... 60 16 

3/l8 72' 1,018 100 100 
434 '68 701 160 23 
862 1.IU2 .. 330 223 23 
'06 716 366 60 1. 
366 3" m 60 23 
627 2,.93 2.977 ... 123 I.=: 72' ,,093 200 7. 

J67 {7{ 60 10 
"742 6,287 W.D'll 800 1,300 

1,799 2,447 .... 7 200 100 
300 .... 1,410 160 100 
171 68 , .. 113 '0 
472 383 1,070 76 23 

l·m ... 1.673 130 60 
812 1./l8O 200 .. 

1 .... 932 2.478 226 70 ..... 1,&14 .. 77' OlD 23 
1.788 673 2,'71 360 200 

972 ." 1.~ 130 10 
800 267 76 23 

1,229 ... .. :n3 100 200 
..... 2,028 ..643 400 ... 
8,'" 2,'" 10,997 1,800 200 ..... ..... ..... 400 100 

430 on I .... 100 IJO 
,,'46 ,,'22 .. 360 '60 ... 

363 203 693 160 .. 
1,339 ..... ..... 360 .., .. '" 222 23 10 ... .., ..... 200 IlS 
1.467 81' 2,377 300 100 

324 ... 486 "" 
,. 



STATE BANK MEMBERSHIP 2194 

[In thousands oldollanl 

------------1---------------
DISTBICT NO. Z-Oontlnued 

bW You--contlnued 

816 
m 

1, ... 
3M 

<6D 
,,000 

2,321 
'98,627 
'73,&05 ...... 

2,680 
".7118 182,464 

197,085 
12,91. ..... 
,,667 

21,780 
$,611 
'.082 17,283 
4,2<0 

...... 9 86 
'66,'" 

20 
11,126 

176.314 
47,783 

766 
114,402 .M .. ,.., ...... ,..86. a.= 

1.072 
801 
689 
367 I,m 
.92 

1 .... 

1 •• 7. 

9.301 
20,136 
2,'" . , 
1 .... 
2,1« ... ... 
eo ... 

'" .ll 
1 .... ... ..., 

86,.24 
14,761 ... 
211.422 ..... 

27. 
633 ... 
90S 

2, ... 
~027 

608 
721 

2,31. ... 
1,<80 
2,663 

I!3IJ 
477,718 
1'12.276 ...... 

'.088 46.689 
.... 80. 
IM.8OD 
27.960 
2,016 
2,379 

18,3101 
138.186 

1.83.\ 
'4,806 
18,072 
667.~ 
224,182 

0.1107 
17,7M 

278,'" 28,066 
836 

168.336 
769 ..... 

25,081 
7,702 
1,730 ... 
1.002 

260 ... ... 
706 
300 
SO< ... 
00. 

4,746 
.... 007 

l'~I 
1,4.19 
6,118 
1 .... 
1 .... 
8,195 

122 
• ,0 .... 
260 
287 

11,478 
18.168 

816 n."" .. ... 
146 

1.187 
412 
8211 ..... 

8,421 

VT7 120 I. 
1.862 100 100 ..... ... 100 

'IS9 100 10 

2,208 2IiO 20 
6,879 ,,000 ... 
~603 650 ----------

863,014 "'000 &0.000 
614, 1M 20.000 20.000 
..... 70 6,000 ,,000 

6.024 '.000 ... ...... .. ,.., "000 
788,6" 21,000 &0.000 
476,457 20.000 ".000 <Ii."'" 10.000 10,000 a..28 7&0 260 

6.416 '.000 ... 
&0."'" 4,000 •• 000 

.... 800 lO,ooo 16·m 7,276 ... 
42,'" ... '.000 
17,217 2,000 IJ;~ 1,189,283 110.000 ... ,.., .. ....... &0.000 66,000 
9,372 1.000 400 

83,499 2,000 '.000 ....... 67.935 6.600 
84, 741 '.000 6.r:J 

' 1,809 400 ....... ...... 20'0: 1,681 ... 
.. ... ... '7' ".280 "000 24,000 

20,831 "300 2,000 

6.:~ 600 100 ,.., 7 ..... 400 &0 
1,17" 7. 80 ... '80 • 818 1&0 I. 
2,100 600 76 ... 100 I. 

7811 , .. 16 .. .. , .7. .. 
2,786 ... • • 

Ui,311 2,100 -------,,-. 
67.786 '.'" 400 ..... 300 .00 

17' .. .. 
8,167 200 '00 
7 .... 260 260 
2,001 ... 80 
1,881 \ 200 '00 

lJ,87. 7&0 1.000 ... 100 .. 
1.230 200 I • 
1.304 200 .. 

651 260 20 ... 100 ________ ._ 

4:7,717 •• 620 &00 
26,861 ".00 t.260 

1,794 100 '00 38.." .. 000 ... .. ... 000 200 
478 &0 &0 

2, OM 200 80 
780 100 •• 1 ..... 100 100 

7,8.8 800 tOO 
8.917 &00 '.000 
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[In thousand! of dollars) 

Loam Invost- Total Oapltal Surplus menta deposits 

---------------
DISTRICT NO.3 

DlCLAWA,RB 
WUmlDgton: Equitable Trust Co. ___________________________ 8,35'1 6,789 10.789 1,000 2,100 

Indl1Strlai Trust 00. ___________________________ 1,671 1,3M 1,636 1.~ 700 Security Trust Co __________________________ ~ ___ 
4,621 2,410 7,828 ·.110 

Wilmlngton Trust 0o __________________________ .... 18 14,484 40,38'1 .. 000 g."", 

ow UR8BY 

(See also district no. 2) 

14,743 "829 20,868 1,200 "'" 429 24. 611 146 20 
2,023 1,= 3,882 4ISO 1110 

811 1,263 100 86 
381 277 877 176 21 

PBNNSYLVANIA. 

(See also district DO. 4) 

1,287 766 2,410 376 1110 
1,384 ... 1,526 2DO 3 
4,676 2,472 7,348 ~OISO .26 

----Co·.:::::::::::::: 1,304 97' 2,346 200 300 
170 238 <83 126 26 

teo. ______________ 1.186 824 1.702 2DO 2110. 
6,410 1,666 1.049 2DO 1,100 

123 6. 183 00 8· 
308 221 ... 60 60 

Harrisburg: Central Trust 00 _______________________________ 4,726 1.061 2,877 400 860 
Dauphin Deposit Trust 00 _____________________ ".26 6,466 9,308 400 860 

Hazleton: Markle Banking & Trust Co ___________________ .. "" 4,1110 6,882 "'" I,:: 
~~:~a~~~Co~~:::::::::::::::::::: ~7611 2,496 4,200 2DO 

1,280 794 2,119 2110 17. 
Honesdale: Bank' ___________ 1,373 2,610 4.018 2DO 100 
Houtzdale: 186 678 81' 126 .. 
Huotmgdo 310 4Z1 697 126 73 
1 2,776 4,130 7,401 376 1,000 

426 328 689 126 126 
~886 1,646 ..... "'" 240 
1,952 610 976 200 200 

470 .18 ... 126 87 
1,838 1.695 3, .. 0 376 ... 

748 "" 1,002 300 176 
701 266 611 126 ... 
608 378 894 1110 126 
486 318 ... 100 94 
280 362 497 160 4 ... 228 ... 61 10 

2.215 3.747 6,176 1,000 730 6,m .. ,.. 7,008 1,2DO I,,: 
611 200 .. 

186 107 ... 123 30 

38,83' ....... 102,268 6,700 16,000 
II 1.6'76 ..... 200 26 

17.710 74.628 107.203 ,,000 g,ooo 
18,814 7,9811 34,868 7,'" 1,000 
9,197 7,782 17,488 2,37' 1,376 

.... 35'1 '13,811 2f11,374 ,,400 12,000 
l2,339 31,386 42,673 3,200 l2,260 ... 34. "'" 127 38 

'38'1 897 1,,212 100 160 .. ll9 160 26 15 
1.064 976 ~ ... 100 2DO 
1.786 824 ,,726 3ISO 326 

714 517 ~II. 160 80 

-ilep;;ji.--;ni.ViDP- ... ... .... 60 -----..... -
llkes-Barre: 

"'" 700 Bank _____________________________________________ 
1,942 .. "'" ..... 

;~~:.:~u:=~-~-~~-~=::: 1,212 2.316 3,826 475 m 
2,7'" 1 .... "5" "'" ----------

York: . ..... "'" "'" Ooardfau Trost 00 ____________ .. ________________ 1,064 ..... Yort Trust CO ____ .. _ .. ______ .. ___________________ ...... 1,042 6,216 760 ~ooo 



STATE BANK MEMBERSHIP 22~ 
[IDthllOllllldso1dollarsl 

Loans Invest- Total Capital Surplus DUm" deposits 

---------------
DIBTBlcr NO. , 

lWI'1'UCJ['f 

(See also dlstrict DO. 8) 

Lexington: Security Trust CO ___ L-________________ 1,749 2,7" ..... ... 1'" 

ta:,;,::=t:r~~~o~_~_~::::: 0 .. ... 1.221 200 200 
800 ell 1.182 1'" .. 

QHIO 

3,'" 7.037 12,<03 0'" "'" 3,167 6,087 11,951 1,2<2 883 
120 67 '16 26 12 
17< 101 2118 '" • ... 587 1,382 1'" 126 ... OM I.:: "'" '" 170 .. 26 26 
58 114 148 26 8 

167 211 '0< 26 38 
88 .. 110 .. 0 ,,::. 4 .. 1,221 100 .. .. 126 26 26 ...... 24,179 .. .... . .... 1 .... 

29,432 36,424 78,34.1 10,000 2,'" 
1 .... 81' 2,467 700 100 

16,'" 10, 8M 34,692 1.800 2,700 
B,074 2,281 ..... ... ... 
6,441 4.142 11,082 ..... ... 

I-fB,'lI.rT 76,422 .... 630 28.800 2,700 ... ... 636 50 50 
67< 1.1ll7 1,7ff1 200 .. 
158 458 587 160 '" 274 667 876 200 26 
284 .. 383 63 18 
647 .. 6 1.383 1", 76 ... 68 303 26 '" 
476 276 837 126 50 
26' 841 791 50 18 
'JJJ/ 217 622 50 10 

1,145 1.087 8,174 ... "'" 16. 80 ... 50 10 
291 830 684 106 26 
670 ... l·m 126 100 ... 164 60 4 .. 1" 428 '" .. ... 87 68' 50 .. 
67 1 .. 268 26 6 

118 76 234 26 6 .. 122 136 50 10 
383 718 1 .... 1'" 80 
70 40 116 26 • 1 .... ... 2,'" 200 160 

236 788 1,178 100 26 
1 .. I •• ... .. I' 

1,092 67. 2,063 ... 50 
1,037 .27 2,109 400 '" 262 118 874 26 .. 

68 01 162 26 13 ... .. 0 1,219 1'" 7' 

I.'" "'" .2,161 200 76 
2,773 ... 3,~ ... 200 

226 ... 76 '" 841 m7 1,4.68 ... 10 
183 ... 63. 100 10 
31' '26 796 68 16 
129 38. •• 1 50 , . 
844 1'0 , .. 76 1. 
208 144 873 26 26 
610 363 1.078 160 i'l 189 31. 84. 100 ... 628 1,182 126 '" oledo: 
177 .. 202 .. 6 

Commerce Guardian Bant ____________________ 1,99& ..... 11 .... 1 .... ... 
¥~=~~~~::::::::::::::::::::::::: 1.844 2,777 5,681 .00 200 

21.027 16.106 67 .... 8.000 1.000 
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[In thousands ot dollars) 

LoaDI Invest.. Total Oapltal BurplUl menta deposita 

---------------
DISTRICT NO. 4-Contlnued 

omo~tiDued 

10. 18. ... 35 ,. 
5M al< 1,192 100 75 
191 81 ... '" 

.,. 
678 <314 1.071 1 .. 38 
343 "" 004 "" • 286 172 '" .. .. 

RNlfSYLVANU. 

(See also district DO. 8) 

1.707 784 2,818 120 17. 
128 633 .. 0 100 .. 
747 ... 1 .... 1 .. 200 

1,067 341 1.8011 126 7. 

1.012 2,207 3,774 aoo aoo 
4,941 •• 138 10,624 600 280 
8.166 l,;oJ 4,862 600 1.600 

97. 2,314 ... .. ... ." 817 aoo ... 
~012 1,231 3.183 aoo ... 

106 183 ... 80 SO 

1,IM2 f.:: 7 .... 700 ... 
1.137 2,'" 200 200 
7,213 •• 778 14,691 1.000 aoo 
0.070 13.83< "'.108 2,600 ~ ... ..... 8.718 't;jg 1.600 1.700 

'14 ... 100 .. 
Zl.632 41.Ml 78,966 6.600 10,600 
,,0" ..... 4.'" 1 .... 161 ...... 104.088 246,768 1.600 '10,000 

91D 1.784 2,866 ... 400 

WEBi'VlBGIlIU.. 

(See also dlslrict DO. 6) 
First-Tylar BSDk &< Trust 00 _________ 1.236 100 ~ .... 200 100 , 
MutaaI Trust Oo~~~~~~~ _______________ 2,891 1.278 f,614 600 aoo 

T~~~aViiiP&-TiiistCo::::::::::: 1.004 1.816 3.820 aoo aoo ..... 6,479 10.762 ~786 1.200 

DISTRICT NO.5 

J)I8~OJ'COLl1KlIU 

Washington: 

*'~~:.fri:\~~::::::::::::::::: 11.8'12 20,728 38,896 a.4OO 3,400 
7.183 &,788 )e,t108 1.000 1,300 

IUBn.&IID 
Baltimore: 

~~~f?~:~~~~~~~~~~~~~~~~~~~ 
1.982 1.006 •• 71& 600 ... 
3,001} 10,172 16.223 1.000 ... 
•• 612 12.181 3O,OfS 3,000 ... 

ll,Ul6 11, .... 80, ... 3,000 I .... 
Forest Hill: Forest Bm State Bank ________________ 17' I'" ... 26 1. 

~~~j:m~:~tec:&iik::::::::::::: 178 478 I .... 160 3D 
1,031 ... 1,464 17' 16 

JfOBTII caBOLDfA 

10.331 16.4-79 agi: ~200 300 
408 ... 100 .. 

iOWiL=:::::::: 770 211 ... 200 .. 
120 .. ... 26 • ~ __ w ________ • __ ... 126 .. 0 .. 36 

Wilmington: of WashIn""":'::::::::::::::::: .. ... 331 26 10 
394 ... ~"I 100 

__ w. ______ 

Peoples Savinp Bank " Trust CO ____ ~ ______ ... 709 2,m ,.,. 
J: 

w':~== 't;=:.t! = ~TniStOO::::::: 4, ... 7ZI .. ... aoo 
1&,737 1&,117 ~ ... 4,000 1,260 



STATE BANK loIEMBEBBEIP 2234 
lIntbouBaDdsoldoJJoraJ 

LoaDs Inves .. Total Capital Surplua menla deposits 

------
DISTRICT NO. 6-Cont1nued 

80um CWtbI.1llA 

~~~=: a= ~Bank:::::::::::::::: 2'18 .. <OIl .. GO 
1 .... 2,827 ..... 200 100 Chester: Commercial Bank ________________________ ... 41f 1.213 100 100 Hal1sville: Bank of Bansville ____________________ ..., 856 1,"'" 76 38 

....."... 

~~~~,s::~::::::::::: 
209 Iff1 ... GO 10 .... Iff1 ... GO .. ... 70 ..., 76 .. Bank &- Trost CO _____________ ... OS ... 100 80 

Bank '" Trost 00 •••••••• _._. ... f7f l.~ GO 80 or Glade BpriDgJ.. ______________ ..., 90 GO GO 
---------------- 184 ..., 826 GO 11 

86lI 320 861 .. 80 
247 138 ... GO .. 

kl:::o.: ~eo=B ~:~~~~~~:::: 
f61 213 804 GO 10 

2,343 1,011 3.689 300 300 
I .. 86 ... .. OIl 

Petembl1l'l! Petersburg Bavb:Igs &: A.mer1can Trust 
616 00_ •••••••••••••••••••••••• _ •••••••••••••••••••• 1,140 1,0&, 2,239 --------ift; Powhatan: Bank or PowhataD.. __ ....... <: ____ -: _________ 407 7. 433 .. 

,,711' 1.787 7.847 600 300 
•• 1 33' 1.663 200 40 

17,112 16.136 to.:;: 8,200 300 24. 114 36 .. 
~ 54 334 GO .. 

'1'0 637 GO 13 
2,731 Il89 30918 300 300 

000 160 91f 200 GO 
894 330 1,464 lGO 40 84. 192 ... 100 21 

..... 0ll!GDUA 

(Bee aIao _no. f) 

4&9 6 .. IJ~ 100 100 
98 47 .. OIl 

1 .... 1,167 4.0<6 7GO 100 

7.~~ 6.~: 17.879 1,000 1,200 
697 70 20 

---------------- IJ~ 276 1,866 300 ~80 _-._0 ______ ----- 101 ... .. 0 
--.-------------- t.92 .. 2M GO • ---------------- 33 100 172 .. 1. 

623 88 .76 200 .. 
_____ w __ o __ • ____ "'. 1 .. ... GO 86 

282 68 .. 9 16 10 0;;::::::::::::: 387 114 ... 80 10 
Summetnille: ercha.nta Bank of Sum-

80 28 mensvtne ________ .... ____ • ______ •• _________________ 882 138 780 

DISTBICT NO.6 

.t.LIJlA>IA ... 182 ... 40 '28 
8,112 .. 620 m,017 lIo300 13 

180 286 ... GO .. 
117 .. 190 GO 8 
188 00 3<7 .. 7 
300 171 ... 90 .. 
<l1 067 1,267 00 80 

287 2M 633 06 .. .. 110 163 '" a. 
77 0 106 .. • 120 80 308 .. '40 .. 10 .. .. 10 
89 12 136 .. 8 

120 124 276 .. 10 ... ... 1.04l 120 12 
106 20 138 .. • 73 81 106 .. 8 
92 197 87. .. 16 
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[In thousands of dollarsJ 

Lo ... Invest
men .. ~~\. Capital Burplaa 

----------1----------
DISTRICT NO. &--Contlnued 

J'LOBIDA 

Marianna: Citizens State Bo.nk. ____________________ 16. 130 423 30 .•••.•• ,;0 
St. Petersburg: Union Trust 00 _________________ '-_ fi06 1,143 8,401 200 
West Palm Beach: Central Farmers Trost Co ______________________ 678 1.941 3,449 2.50 200 

Florida Bank &: Trust CO _______________________ T1 309 ... \00 60 

GEORGIA. 

22 6 107 26 -----i;r;,o 
8,087 S,670 16,336 ~OOO 
6,506 l,s: 7.716 1,2.50 200 

329 m \60 8 

---Co-.:-:::::::: 236 166 <03 60 26 ... 692 1,312 230 100 anton ____________________________ m ... 1,061 160 160 
ran: tate Bank. 01 Coobran ____________________ 126 91 ..., 26 7 

Oolwnbus: Columbus Bank &: Trust 00 ____________________ <,m ~166 6,306 860 660 
Merchants &: Mechanics BauL _________________ 1.332 383 1,973 200 200 

g~=:;c;::r!r~=n~~_~_~:::::::::::::: 283 69 327 100 26 .. , OS ... \26 .. 
of Eostman _________________________ 132 .. 231 76 --------jO Brand Banking CO __________________ ... 1M 61' 60 

------------------- 126 .. 169 26 ta 
511 129 ... 60 60 
300 229 606 100 30 
372 8 302 100 :13 
1<9 • 1<3 26 3 
03 :13 WI 26 33 ... 208 1,212 360 60 

2,006 200 2,814 700 \00 
306 37 ... '" 10 
m 19 \87 26 10 
766 226 1,029 100 \60 

LOUISIANA 

(See also district no. 11) 

New Orle&DB: American Bank dr: TrwIt CO. _________ ..... 9,987 19,211 1'0: ... 
Slidell: Bank of SlIdeIL ____________________________ 280 168 608 ---------

XIIIBIB8IPPI 

(See also district no. 8) 

~=~r.nIF'~~~:~~~_~_~_~:::::::::: 36 30 166 26 --------ii 
26 310 ... 26 

TUJlBS8EB 

(Bee also dlslrlet DO. 8) 

8~~~i:t~er~~.tus~~~kIDgCO::::::: '" 1811 336 26 0 
~ .... 2,319 8,278 026 760 

~~B~i~~~~~::::::::::: 676 103 070 200 ········iii 
\20 121 27. 26 

DISTRICT NO.1 

ILLIJIOIB 

(See also d1sU1et DO. 8) 

=d~?:.::;=rta~~aiik::::::::::::::::::::: 1 .. 1<11 ... 26 e ... 872 1,636 \00 100 
BI==: Peoples Bank ot Bloomington ________ "'" 2,778 ,,166 200 300 
B=: River CommoDity Bank _____________ .. ... ... 60 ID 
C caco: 

60 ... 2.111 .. ,.. ... ... ..... 1,911 ... 70 

e rav~~~:::::::::::: 
17< 3<6 022 200 26 

<3,270 81,202 151,'" ,,000 7'0: 1.819 2,693 ..... 800 
Lake View Savings Bank. ____________ 1,371 7.~ \3,Z18 600 600 
MaiD State Bank ______________________________ OS< ,,'78 :lOO 26 Mercantile Trust dr: SaviDga Bank ______________ 2,707 ..... 11 .... 800 ... 



STATE BANK MEMBERSHIP 2254 
[In _cis of dollarsl 

LoaDs In ...... Total Oapital BwpI .. mll1lts deposits 

---------------
DISTBICT NO. 7-;Oontinued 

IU.DIOI&-ClODtinued 

Cbfc:ago-Continueci. 
88' 3,6118 8,875 600 200 :=il~~~~~::::::::::::::::: • 63 ... ','" 200 60 

31),041 167,726 353,062 .,000 8,000 anlt _______________ .,'" '78 3,.36 2,000 600 
~'63 2,317 5,.83 200 20 

'" ',260 1,441 200 'IT ... 390 1,436 120 •• 687 2.074 3,191 200 '00 
933 2,03' <'''' 300 .00 
116 .. .SO .. •• '80 '64 «II 60 .. 
'10 866 670 .. •• 
50. 109 1.602 326 

2,.09 8,866 10.543 1.2fJ --------i5 129 360 ... 
817 788 2,183 200 .. 
706 ... 1,001 .00 .. 
376 ~30' 2,llti .00 .. .. 60 20 • .. •• 128 '21 412 ao •• .. 26 U. 26 •• 262 353 638 .00 .. 
113 .. ... 60 11 
262 58 ... 60 •• 7. • 48 24' 60 • • • 64 211 ... .. •• 2,442 1,610 <,832 1,~ 100 

2,927 3,770 8,683 200 
128 .6 220 60 .0 

83 .. 166 26 • 70 36 1 .. 26 1 
167 228 614 70 70 

COM:::::::::::::::: 84 .06 .... 26 • .04 602 744 60 ,. 
147 64' 763 7. 10 •• 746 "' . '00 .. 
307 1,248 2,161 .75 60 

""'Wi. 
(See also dlalrlot DO. 8) 

fn~~;·:~~~t~~~~~::::::::::: 876 6M 1.619 260 58 
6,051 18,262 27·m 2,600 600 :Jamestown: Citizens State Bank.· __________________ 167 36 .. • Mohawk: Mohawk State Bank _____________________ 71 •• ... 26 5 

~=:~i:~:~_~.O_::::::.::::: Ill: ... 2,412 226 75 
828 774 100 10 

IOWA 

164 84 320 26 16 ... 68' l.~ 60 60 
70 ". 26 • 7l< 200 1,431 120 .. ..... 10.408 16,001 600 ... 

2'I~ 5,836 ",363 l.~ 126 
232 141 .. 

102 116 • 78 .. '7 303 66 1,121 100 .. 
863 ~ ... 2,'" ... .. 
.66 842 04, 60 30 
126 '7' 7.' 60 , . 
60 870 ... .. • ..... 678 8,135 ... SO 

108 63 ... 30 ,. 
m 1,733 8,732 '26 .60 
847 1.148 2,60' .00 .. 
842 268 761 ... 30 

l,91S1 1,~ ..... 300 100 
82 115 26 • • 64 .. ... 26 13 

.88 482 88. 60 20 
169 268 ... 60 13 
18. 66 ... 26 6 
268 148 621 26 • 



226 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

[In th ..... d. 01 do1lars] 

Loans = d;~\s Capital SurpJDI 

------------1---------------
DISTRICT NO.1-Continued 

HlClllOAH 

Adrian: 
(See.1so dlatrlct no. 0) 

Adrian State Savings Bank~ __________________ ~_ 

a n: 
Detroit: 

ank •••••• _ •••••••••••••• 
Bank ••••••••••••••••• Bank.. ____________ _ 

Detroit SavIDgs Bank __________________________ _ 
United 

Dundee: 

~~~ 
F 

Fremont: Fremont State Bank ___________________________ . 
Old State Bank of Fremont ___________ .. ________ _ 

246 ... 
443 ... 
350 <47 
060 217 
601 1.069 

~ 122 628 
~ ... 2,263 

101 168 
2,135 a.7M 

90 117 
36 36 ... 13' 

110 60 
78 .. 

118 70 
128 161 
179 '" 66 380 
460 617 
130 890 
69 72 

18,369 
6, 163 

124 

47.016 
1,4n 

36 283 
101 I3D 

.... 0 6,363 
~ ... 2,001 00. 3Dl ... 176 

2IlO 161 

860 782 
6:n 338 

14,(12 18,124 

600 "'" .. 61 
".... 89< 
(20 3M 
62 136 ,. 1<0 .. (6 

126 60 
U7 2M 

'" .~ 222 
949 1.841 
29.l 1M 
372 610 

239 183 
182 177 
m 860 
101 .. 
210 386 
",1 702 
79 .. .. 86 

160 61 
07 72 

lIS 67 
1118 1,190 
1181 177 
72 276 

460 1.110 , .. 133 
260 260 
617 786 

... 101 --.-------
1,689 110 ----------
1,039 110 ----------

610 100 •••••..• jji 
~90< 060 

8,267 260 260 
,,,783 400 060 

286 26 •••• .. ·200 8.610 600 
2ZI 60 ------_._-
99 26 ········ii 82< 100 ... 60 ._--------

260 26 .--._-----
1DI <0 --_ .. _-_ .... 
311 60 """"jj 3<4 <0 
607 .. """"iij 1.008 110 
660 72 ----.-----
170 60 ----_ .. _ .. _-

66 .... 6,600 760 
,.,323 l,s: 300 

:nO """"iO ... 60 
602 60 6 

12,076 IlOO 660 ..... 700 __ .... 0 ____ -

~160 117 --.----_ .... ... 60 10 
621 62 ----_ .... __ .. 

I.:: 160 ao 
60 III 

",307 8,600 400 

922 100 8 
277 60 ,. 

1,177 1M as 
968 101 ----....... _ .. 
2f6 62 -~~.~ ..... 
277 33 ~~ .... ~ .. ~ 
169 30 --~~-~~~ .. 
138 61 _ ..... _ .. -
613 60 ---~.--.~. ,.,. 26 ········iO ".... 26 

3,222 aoo 60 
607 <0 <0 

1.162 100 26 ,.,. lID 6 ... 26 16 
2.701 100 as 

2IfI "" - .............. 

601 "" ·'·"···u 1,.881 120 
203 26 .... -.. ---_ .. -
176 26 ·'·"··'ii 
21' 26 ... 26 ................. 
366 116 --" .••. _ji 

1.~ 100 ... "" 387 26 18 
2,"'7 ... 38 

.61 "" .... _ ............ ... "" """"iO 1,460 100 



STATE BANK MEMBERSHIP 227'l t: 
[In th_cIs of dollars] 

Loom In_· Total Capital Burploa menta deposlta 

---------------
DISTRICT NO.7-Qontlnued 

lIlCBloAlf-continued 

~~~=-st&iO·BaDk:::::::::::::: I .. 107 807 30 
276 117 .." .. 

"~'------verse City: verse City State Bank. _________ .... 816 1.:~ 200 ---Moo-Rio Wayne: Wayne State Bank ________________________ 65 284 ao 
Williamston: 

Crossman &: WUllams State Bank. ___ .. _________ 106 IllS 328 40 :ao WWiamstoIl State Bank ____________ .,. ____________ .. 60 201 ao -."'--------(Sea _ dl8trIct 110. 9) 

560 691 l.~ '" .. 
179 343 69 I. 

2,087 1.006 0,'" aoo 100 

"" . " 81 • 200 40 
.. 569 1.323 4,MB 200 100 

12,38' 17,919 a::~ 8.~ ·······400 
1.~~ 1,119 

'" 479 ao ·······uo ... ., a.162 5,:; aoo .,. .. 100 .. ... ... ~ ... 200 "._---_._-
D~TmCTNO.8 

ARIWf8A8 

861 10. 68/! 60 1 

l'~?8 11' ~019 200 40 
120 372 ao 10 ...... 4,069 9,198 676 ao 

408 8{)1 816 100 10 
"6 30 ... 100 10 
199 86 837 ao 10 

IWl'lOIB 

(See also dlatrIct no. 7) 

191 ... 'Il18 ao .. 
410 ... • '7 ao •• 657 IJ;~ ..... 700 -_._-_.-.. 
.70 1,869 169 lao ... 872 1 .... 130 10 
17' 65' l.~ ,00 ., 
400 180 176 20 
405 ao7 1.~ '50 75 
300 40' ISO ·········6 107 .. 808 .. ... 1.~ 3':A zoo 100 
236 , .. 1. 
124 ,. '34 .. • .., 84 84 .. • 2I8 165 484 .. .. 

""""""'" (Sea also c11strIct DO. 4) 

Co •••••••••••••••••• 6D7 .,. ." 100 ,7' 

"Tiiii"i1iO::::::::::: 69 " Z08 .. '20 ... 1.007 l,1I36 100 76 ..... ~604 <'''' k~ ,,260 
9.608 4,023 '~080 ••••••• ;00 ".28 ..... •• 330 ~:: 10.007 8,000 •• MB aoo 

1IIllSI8IIIPPI 

(Sea _ district 110, 6) 

Illdiauola: Peoples Bank. _______ • __________________ 107 196 8f2 .. " 



228 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

[In thousandl of dollarsJ 

Invest
menta 

------------1---------------
DISTRICT NO. 8-Contiuued 

I!ISS011Bl 

(See also dIstrict DO. 10) 

80 ffI 1M 26 5 
107 .07 m .0 10 
671 ... 1.09< 13) 26 
189 ... 5 .. 75 70 
.. 8 .154 0IJ7 100 100 

00 ... M' .0 ~-"""i.8 
128 141 • OO .. 
479 135 ... 100 3) 

119 268 .18 100 .. 
781 '17 1,4M 100 200 

81 I .. .. 9 .. 5 
214 1,~~ 2,916 200 .. 
160 551 .0 3lI 
71 280 371 ao 7 
79 118 264 .. 3 ... 192 &71 100 15 

799 1.089 ~1J73 415 ·· .. ···ioo 
9 .. ~~1 4,932 700 

1,748 4,617 roo 100 
947 4IJ7 1,961 roo --------40 
416 8M 1.401 300 
818 1,067 2.142 4.0 •••• 0 •• ••• 

1,~ 1.929 ..... 900 "-'---ifQ 
~690 2,746 3.0 

1,678 ~105 3,5" 1.000 ------'400 
1.830 .. 327 8.290 roo ...... 62,124 126,736 10,000 ~OOO 

----------------_. ".304 37.: 78,219 11,"'" 1.200 
00' 1,416 350 '''-'''ioo ----------------.- 1,169 1.6IiO ~984 roo 

·_·-.. -.0_-------- '.986 3.998 6,15& I,OIiO .. 
r!:m~~~~:::::::: 

813 f:~; 2,883 200 I!O 
I. roo ..... ... 40 

433 '.430 I.'" ... '--'~-'iOO Trust CO ________________ 
8,714 tlm 10,037 800 CO _______________________ 
~ ... 8.038 1.000 200 

St, BIlIlk of St. Louis County. 27' ... 80 • 110 10 
Van a a: an alia State Bank.. _____ .. _____________ .9 91' 'I!O .. 5 

~~:~J~~iY-Bank::::::::::::::: 113 '" 2M 40 10 ... ... 6Ii7 99 -------iOO Webster Groves: Webster GroVel Trust Co _______ . 6IiO ... 1.006 100 

DISTRICT NO.9 
IIOCBIGAlf 

(See also dfstrtct DO. 7) 

5" 768 1.~ 180 .. _.-.. -.-
'.1 8' 60 --------60 
29' 871 737 60 
747 ... 1.883 200 . .. _.--_.-... 6lfl 1,08J 170 .. -..... _. 
375 831 1,178 200 --_._ .. "-
208 1.082 I.'" ... ._ .. _ .. -_' 

31 I" 287 .. 8 
182 21 • ... 30 10 ... 439 07. .0 40 
ILl 58 208 .. • .. ... ... .. 10 
132 38 2113 .. • 186 105 314 30 10 
LI3 337 "'0 t7 • 
8' 270 ... 26 • 13& .. 'JIJI .. • 

cldUiiiiiite"ikmk::::::::::::::::::: I'" 60 227' 60 .. 220 293 "I 
Springfield: • Farmers dE Merchants State Barak. ________ . ____ 200 ... . ... 40 

w.:e~ ~a:e~S=eJ:t&te-BiiD£:::::::::::: 179 124 ... .0 W 
13) ... 5" ao .0 

Westbrook: CIt1zenJ State Bank. - ____ .. ___________ 180 8' 382 .. •• W7ko1l: Ftnt State Bank of Wykoff. ____________ ._ 90 13& 2M .. • 



STATE BANK MEMBERSHIP 22s1t 
[In thousands 01 dollanl 

LoamI - Total Capital IIurp\ua maota deposita 

---------------
DISTRICT NO.9-Continued 

"""""" AuaeoDda: Daly Bank &: Trust Co~ _______________ 1,000 1,1M "717 000 26 B Timber: Citizens Bank &: Trust 00 ___________ ... 128 7IJI 128 16 ·."Tm8t"'sa_------,----- 636 1,148 .. .,. 176 28 

lll9 193 ... 176 10 
212 134 6f1/ 100 ,. ..... 6,366 8,8111 ... ,.,. 
100 134 382 28 6 
478 m ~ ... 100 60 .. 26 .. 6 28 3 
44 11 'III sa 6 
87 93 ... 36 .. .. 7'111 1,401 100 26 

1,234 ..... B,192 600 60 
126 go ... .. 6 

81 .. 100 26 17 .. 80 316 26 • ... 161 ..,. 40 40 
16'/ ... ... 60 11 
go 88 302 28 16 
21 110 144 26 7 

163 108 ... 26 " 61 ,. 76 .. • 87 87 135. 26 7 
422 636 1,302 76 26 
56 '" 300 26 6 

lao 148 304 26 " .. .7 lag 26 • 70 82 .'" 26 6 ... 44 ... 60 10 
go .6 236 40 8 
77 n4 "6 100 ,. 

2M m 676 76 I. 
24 109 213 30 • .. 63 ... 28 • 487 ... 1.614 ,.,. 26 
33 120 100 60 I. 

164 176 .61 26 " 30 .. In 26 • 167 .. ... 28 " 7, 163 26' 28 , 
·146 3' 206 26 I. 

123 178 877 26 , 
102 .. ... 26 10 -.... (Sao .... dl!trIct no. 7) 

ay.:"w'~':M~~.r:~:::::::::::::::::: 81 240 266 .. 
77 .. 267 30 

DISTRICT NO. 10 
COLO ....... 

Delta: Colorado B8Dk &: Trust 00 _________________ 
Deaver: 

SOl 2!.fI 82S 60 42 
Baok '" Tm8t Co ______________ 088 k~ .. 973 ... 60 

,,0" , ..... 600 600 
284 177 709 7' 20 27. ... 018 100 20 

lWI ... 

278 ... 0" 60 60 
268 28. '1119 100 20 
462 8 .. 1.47& 160 .. 
738 l.~ ..... 100 100 
100 396 60 26 
78 28 140 26 , 
n, .0 481 28 • .. 3. .. 26 S 
168 146 .81 26 16 ... 487 1.= 100 '" ". .. 40 I. 
128 123 "S 26 60 ... 1.:= 8,881 200 18 
284 087 11. 10 



230 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

[In th ...... ds 01 doUarsI 

------------1------------ ._-
DISTRICT NO. 10000ntinued 

..... OtllU 

(See also district no. 8) 

g:r::~ll;:c~~~~:::::::::::::::::::::: 
160 ... 618 60 211 
61D "3 1.661 160 60 
12l 30 228 211 I. 

Kansas City: 
111.682 61,803 1111 .... 8,= 2,000 

1,161 708 2,'" 100 
103 .. 186 30 • 160 •• 3M 211 8 .. 100 ,., 211 • 

~yardS-ifaiik· 
... 745 1,961 200 60 ... 1,379 8 .... 2IlO 211 

NBItBAS1tA. 

~:;o::8b~~:S~~_~::::::::::::::::::::::: 160 100 , .. 30 6 
7. 16 187 30 I. 

Blair: 24. ... ... .. 7 
Chlll1d '60 817 1,473 100 a. 
p _____ w ___________ .. 7. 196 211 ·0 
S 38 ..a m .. • ~~~~ ~k :I\rr:7~~~~~::::::::::::::::::::: 118 27. , .. 30 I. •• •• I .. 211 • Wahoo: Wahoo Btate Bank _________________________ ~13 13 • ... .. I. 

NEW KUIOO 

(See also district DO. 11) 
A&tec: Oltwms Bank. ______________________________ IlII 'I 233 30 

OJD.AllOKA. 

Okarche: First Bank of Okarche ____________________ 63 98 87. 60 17 

WYOHINO 

824 08 403 60 •• 72 116 812 .. 7 .. 211 88 .. • ____ ow _______________ 168 14. 418 38 11 
------------------- 17. 7. 072 48 

eatland: State Bank of Wheatland _______________________ 463 VI 684 o. 60 Stock Growers Bank. ___________________________ IDS 104 ... .. .. 
Worland: Fanners State Bank of Worland __ ,. ______ :lS7 72 ... 211 • 

DIBTBlCT NO. 11 

AJUZOlfJ. 

(See also district no. 12) 

TuCSOn: Southern Arizona Bank" Trust CO _______ 1.74-1 1.002 6,7511 ... ~. WUlcos: The Bank of WUlCOL ______________________ 122 160 3M .. • 
LO"'.W'IA 

(See also district DO. a) 

MiDden: MiDden Bank &: Trust CO ________________ 98 .. Bel 60 II 
Shreveport: Continental-Amaricao. Bank " Trust 00 ________________________________________________ 

2,2117 1,01.8 0,111. 860 --------
NOW H.BXlCO 

• (See also district ... I.J 

=k':i:= ~~c:~:=:::::::::::::::::::: IlI6 7. ... .. lIII 
48 21 SO .. • 

ux.u 
State.Bank IE Trust CO _______ 876 ... U17 ..., • ust 00 __________________ ., 72 'Jt{1 1I3 10 

----.----------_._- SO .. 302 .. • Bel 'Z1 601 60 
488 24ft 1.074 100 ----Me-iii 
33 Ie .. .. • 



STATE BANK MEMBEBBmP . 2~? 
(In thousanda of 40Dml 

Loaus Invest- Total Capital Barplua mao .. depool" 
---------

DISTBIC'I' NO .. n-Ccmtinued 

DXA&-COllt1nua4 .. 42 17< 26 I .., 7. 210- 76 , 
49 31 1M .. 6 

126 178 431 60 _ .. _ .. _ .... _._ 
166 'ZI .... .. 26 

3,547 7.~~ l6,926 1,000 600 
283 300 .... --------ifi 82 • 88 26 
200 10 ... .. 6 
126 • 144 76 --------ii 199 66 SOIl 60 
72 • 14. .. 6 .. 2ft 1M .. -------is 

00:::::: 134 177 ... 6. 31. ... 1.008 00 I. 
372 438 1,133 100 18 
78 3. 182 50 26 

21. 319 600 50 20 
3' 23 78 26 8 
01 68 221 3.\ • 43 13 .. 26 8 
20 6· 86 36 1 ... 61 181 26 6 
39 19 « 26 • 2'18 6. .64 50 26 
39 .. 100 60 --"---:--ij 75 64 216 26 

203 0 3 .. 88 26 
83 'ZI 134 .. 14 

S14 .76 8<!2 60 16 
186 47 330 66 • ... 3.\7 l,~ 100 60 
108 82 26 8 
261 26 306 50 ---------i 60 10 81 S. 
99 1. 126 30 _·····_·iG 

-,j,-TiUBi- .. .. 3S9 SO 

00 107 ... 7 • 

107 o. S38 .. IS a. 10 o. 26 10 
148 226 61. 40 26 
810 .. .14 .. 26 
43 7. 269 26 7 
68 78 ... 30 17 

Wharton: 283 84 ... .. 10 

~~\~~~t~-_:::::::::::::::::::: 04 'ZI' 710 75 16 
844 299 99. 100 100 WJ'lle: Farmers &I: MercbaDts State Bank of Wyl1e. 68 39 120 26 , 

DIBTBICT NO. 11 
ABlZOH~ 

(BoealJo _ no. 11) 

~=:~.:t~1l'..!J,,~·=6o::::::::::::::::: 00 .. 168 26 11 
4,330 /j • .f7:i 13,916 1,050 210 

CAI.DOBJOU. 
Oarmel: Bank of Carmel _______________ • __ .. ________ 

'60 188 871 60 60 
~a:~b~~~J~~:::::::::::::::::: 450 4M 1. OM 7. .. 

128 8" 439 7. 12 d Bank. ________________________ 130 68 220 26 18 4: Merchants Bank._. _______ 6,381 1,962 l6,136 1,000 'MIl 
-_.-.. _-----_._-- 84.188 23,438 '1.,298 ~:l 1,8215 ---------_._----- 1"0.' 11,210 30.226 1.260 __ • ____ a ________ • ... 4" 1,103 110 80 
-----.------.--- 3),817 9,610 8~12o\ 6,14.6 1.3S4 

F~~~an\r:~tB;=re!~=: 1,133 1,629 3,311 800 180 

~:: 8 .... 12,257 1.000 400 BaUnas: MODtereJ Couuty Trwit &I Savings Bank.._ "'ZIO 6,667 67. 136 San Francisco: 
06.718 86,2'14. 217,406 16.000 '.000 ....... 116.106 194,348 9,000 6,000 
3.116 1,076 8,~", 100 120 ------------------ 84' 78 100 80 _ .. 
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{In thoasands of dollan] 

Invest.. 
menta 

----------1----------
DISTRICT NO. 12-00ntiDued 

IDAHO 

Ill! 00 260 26 • 61 87 ,.,. .. 6 '.,"" 9,827 20,32li I.'" """ 64 8& 162 .. 7 
81 283 ... 110 , 

116 ,.,. 637 '" 12 
20 21' m 26 6 
47 110 1<2 26 8 

120 172 "" .. 13 
6Il3 '16 2,'" 100 30 

OJUIGON 

of Albany _________ . _________________ 127 266 "'" 110 16 
City Bank __________________________ 209 214 763 110 20 

of B~:~_~_~~~~_t_~~_~~::::::: 288 361 828 100 26 
37 .. 11' 26 3 

~:i~l:0~th~u!i :a~.o~~l_~:~~::::::: 119 276 '10 '" 7 
70 201 301> 8& ----------

n.,. 
363 399 1,~ 1110 --------40 m 151 100 
309 36 ... 75 36 

.1 _______________ 1<1 26 222 110 ......•. &0 
---------------- ... ... 808 110 
---------------- 311 '7 ... lIO Ill! 
.---0 ____ ------ .. 001 47< 1,436 1110 21 

1.= 1.600 . .... 600 ••.••••. &0 
am 1.~ 100 ... ... 126 .. 

647 72 8&6 26 100 ... 80S 1,217 2110 200 
600 1.30< ~:~ aoo 1.\0 ..... 10.718 2,2110 ... 09 31' 110 16 
m 121 ... 100 10 
M6 21)3 820 76 66 

147 .. 164 00 6 
311 84 610 110 31 

WASIIIHO'1'OJl' 

~~~~h~~~ :~iiiaDk_:::::_::::::::::: 
Chehalis: Coffman-Dobson Bank &: Trust Co ____ _ 
Coulee City: Security State Bank. _________ J __ .. ___ _ 

Bank ____________ 0 __________ _ 

91 .. 163 110 8 
142 301 '18 lIO 9 
831 709 1,88& ... -.--------

26 28 164 26 "."'.'&0 
""" 536 1.287 160 
.16 .. 7 1.~ 170 ·········i 
60 196 lIO .. 331 808 70 --------jo ... .. 266 110 ... 103 667 76 7 

176 277 ... 100 - ------ii 
16' 261 602 60 .. 21. m .. ----.- ·-i 
84 10 142 .. 
!13 UOI 320 .. • . ' 

4,764 6,lUJ , ..... 1,~ 300 
1,142 ..... 3,063 200 

1 .. 106 301> .. • 101 ... 478 76 _.-------
6,81' 11,934- ".821 ~760 2110 
2,'" ... .... 1 200 200 

182 ... <81 .. .. .. .. m '" ··· .. ···0 
76 36 100 26 

m 361 I .... 200 .. ... 00 421 110 JD ... 2m ... 2110 ---.------



STATE BANK lIIEMl!EBSHIP' - 233~ 

LICENSED STATE BANE. MEMBER&-SUIDIABY CLAsSIPICATION ACCORDING TO 
CAPITAL STOCK,' DEC_ 31, 1934 

-' 
New England; Maino _________ _ 

New Hamp-shlre _________ _ 

M8SS8Cbusetts •• 
Rhode Island __ _ 
Connecticut __ _ 

Middle Atlantic: New York _____ _ 
New Jersey ____ _ 
Pennsylvania.:.. 

East North Central: Ohio ___________ _ 
Indiana _______ _ 
Dllnois.. ________ _ 

~~::::: 
WastNorthOentral: 

Number of banks with a capital stock ol-

I 
1 ______ _ 

1 •••••.• 

al ::::::: ::::::: ::::::: ::::::: ----,- ~ ----i5- -----i- ---Rio· ------i 
: ::::::: ::::::: ::::::: ::::::: ----- r ---Mar ----r ::::::: : ::::::: 

n • .. 
79 
13 

12 
1 

I • 
12 

• 1 • 
11 

----ij-
18 • 

• -----i-

-----i-
7 
1 

18 I. 
10 8 • 17 

• 12 
1 ····T • 7 11 
1 1 

82 17 18 19 ,. 8 .. 1 
23 • 11 • 
• • • • • ••• "$" 1 

13 , 1 I. S • 1 • 2 1 -------
Minnesota______ 17 7 • 7 

1 
1 -----i- ---w~2- -----i- -----r ---Mar ::::::: 

6312138 t~::::::::· :t • • South Dakota:..__ 23 .. 8 2 • 
1 _______ 1 __ :. ______ • __________ _ 

Nebraska_______ 9 • • 
G _____________ _ 1 ____ w _____________________________ _ 

Kansas.-________ 14 I 2 __ ._._. 8 2; 1 ________________ w ___ _ 

South Atlantic: Delaware ______ _ 
Maryland ______ _ 
District of 00-

~~l 
!le<ngla--------Florlda.. ______ _ 

1'Bclflc: WasbIDgtmL.. __ _ 

~:::::: 

-----r::::::::::::::::::::::::::::-----ir::::::: 8 ••••••• 3 ______ _ 

J -----i- -----r -----g- -----i- -----2- -----i- -----a- -----a- ~ ::::::: 
18 3 _______ 2 4 1 _______ 3 3 :I ______ _ 
10 :I _______ 1 _______ 2 _______ 3 _______ 2 ______ _ 
4 1 _______ _______ 1 1 _______ 1 ____________________ _ 

2li 6 _______ 3 :I 4 8 3 2 :I ______ _ 
4 1 _______ _______ 1 __ .____ 2 __________________ MM. 

7 • 

1 _______________ ._____ 2 1 1 1 « ______ _ 
:I ________________________________ MM. 1 1 _____________ _ 

·8 . :I 8 8 __ .___ 1 _______ _______ 1 ______ _ 
8 _________________ w ___________________________________ MM. ______ _ 

J ---ji- ---ir 

'" I. 
S 
: ---a-rPM-Mar 

.4 1 ______ _ 
19 1 ______ _ 

1 8 8 _______ 8 ____ MM. _. ____ _ 1 1 ______ ______________ 1 ______ _ 
1 _______________________________________________ _ 
1 1 1 _______ 1 1 _____________ _ 
1 ___________ ._. __________________________________ _ 

A -----a- -----a- -----i- ~ -----r ~ ::::::: 

:a: ~ ~ .: ~ _____ ~ ______ ~ ______ ~ ______ ~_ ::::::: 
16 1 _______ 1 :I 1 1 1 , 3 

Tota1 __ ~----- 980 141--;; l2l-e1----vG til 172 -sa ---wI---a7 

I InoludeB eapl!U DOtes and debeDtureII aud par value or prelerred aDd common atock. 
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LICENSED STATE BANg MEJlBlDas-Sl1MMARY CLASSIFICATION ACCORDING TO 
CAP'TAL STOCK,' DEC. 31, 1934-Continued 

[In thousands of dollaraI 

Aggregate capital stock of banks with a. CApital stock 01-

New England: MalnG ___________ _ 4,061 __________________ ._____ 100 __ .____ 780 811 2,1500 -----.-. 
150 ________________________ ._____ 150 ._----- ----.-- ._------ -.-----. 

New HampshIre._ 
Massachusetts ___ _ 
Rhode IslaDd ___ ~ 

"k~ ------ ------ ------ ---.-- 400 126 4.fJOO l,goo 13.380 5,000 

4.609 :::::: :::::: :::::: :::::: ··ioo· ···iiii· ·'·300· ::::::: t:: :::::::: Conneotlcut.. _____ _ 

East North Central: _____ 69,480 
• ___ • 3,140 
____ a 23,000 

WIscoDSID •••• ::::: tt: 
West North Central: 

Mlnnesota _______ _ lowa _____________ _ 
MlssoarL •••••••• 
South Dakota-___ _ 
Nebraska. _____ _ 
KaDSas. ••••••••••• 

... 
3.6~ 

3f::t8 
a55 

1.026 

300 196 650 283 &00 1,880 2,400 3,480 6.'192 61,300 25 40 ______ ______ 100 _______ 473 .______ 2,600 --------
250 73 000 146 600 1. 1M a. 325 3,800 7,2liO 6,000 
300 293 900 426 700 1.524 2, 64li 1,700 6, 000 6.600 

3D 100 66 100 126 1,000 1,000 3.000 --------

175 268 
150 110 
176 145 
3liO 110 '" ,.,. 
'20 '" 

100 eo ______ --_____ ------- ------- -.------ --------
2.50 60 300 246 006 600 1,000 --------
200 165 800 380 3,766 4. eoo 3, 060 22, ~ 
100 l!JO 100 _______ 200 ------- -------- --------

______ ______ 100 ____ po. _______ ------- ----._-- --------

100 ______ aoo 260 200 ---_____ ._----- --------

Boutb Atlantic: Delaware... _______ _ tm m 
~~ :::~: :::::: :::::: :::::: :::::: :::~~: ::::::: ... ~. Maryland.. _______ _ 

ii~i~~ Florida.. ________ _ 

0,590 
3,910 
6.200 

'00 ..... 
080 

East South Central: 
KentuckY________ 7.326 
Tennessee-..______ 875 
Alabam&.._________ 3, 250 
MUslsslppL...... 7. 

700 1. SUS 3,2150 -------
700 1,860 .. no ••••.••• 
700 _______ 1.200 ---.----
200 _____ • _________ .-------
780 1.... 3."'" •••••••• .......................... 

liO 36 450 140 7S ______ 100 2IilO '" ............. . 26 ______ ______ 75 
150 ______ l1JO 136 

30 •••••••••••• 

20 •••••••••• _ •••••• 200 i.o 200 "'" .. 700 •••••••• 

~ ---7i" --ioo- ".- :::::: ---00- ___ ~_ ---~_ --2;80;- :::::::: 
76 __________________ ------ ------- .------ ------- .------- --------

West South Central: 
~=::::::::: t~ 1~ : __ ~_ ::::::: ___ ~_ ~ --i;iiJIr :::::::: 
~~~:::::: a.a:: --0- --403- J: --76f --400- ---iii- ---200- :::::: --i,"ciiO- ::::::: 

Mountain: 

r.~~::::::: 
~~::::::::: Nsw MMloo ____ _ 
ArIzona __________ _ 

Ulah. __ ••·•••••• 

3.018 
1,685 

30' 
1,07' 

'05 
t:J 

... 1<' 
124 7. 

'" 20' ··· .. ····30· 
26 _____ _ .. 

II! •••••• 3IlO m ....... 1.t100 •••••••••••••••• SO ____ _ 100 ._. ____________ " .-__ • 1.236 --_,,_-0-
50 ____________ ------- ------- ------- -------- --------
10 16 100 _______ 150 500 -------- --------
eo ______ • _____ ----.-- --.. ---- ------- --.----- -------. 50 ______ ______ _______ 2liO _______ 1.0r0 ---_.---

... :NO 300 ... ... ... 2,700 •••••••• 

Paelftc: WoshiDglo........ 6.6110 ?Ii ... 700 220 tOO GO 1135 ... 2,820 •••••••• 
~~::::-: 40.: : ___ ~_ 1: Jg ~ ---un- ---300- ---iii- --aMi- --jO;iOO 

TotaL..._ •••••• -883,-'-... -III-a.-... -I· .. - 833-I-.. -""'-II'--'-... -I-O-.""'-I-... - 90-'-, +-'-7. -... -1,.". .. -.... -11811,.,-.-161-1." .... -:-:-,."., 

• Includes capital DOteI and debeDkINI and par valae of preferred a.4 aommonltoCk. 



STATE BANK MEMBEBBHIP 

LICBNBBD &rATB BANE MEKBERS-SUKMARY CLASSIJ'ICATION AOCORDING TO 
CAPITAL SroCK" nEC. 31, 1934-Continued 

[In thOUSIUldII 01 dollaml 

Total depcll\l8 01_ with. capllal._ 01-

----11--------------
New Eoglomd: 
Ma1ne..~ ______ _ 

New Hamp" shire ________ _ 

Massachusetts. 
Rbodelsland... 
CoDlleotimlt-. 

Middle Atlantic:. 

"7T.777 •••••• •••••• •••••• •••••• "627 ••••••• 7,19< 6,460 1 .. lI0II ••••••••• 
1.115 __________________________ .____ 1,116. ______________________________ _ 

301. 458 ______________________ a 6, MO 1,721 68.781 17.8M 216,176 1.485 
131,233 ___________________________ MM. ________ .____ _______ 131,233 ________ _ 
68, f68 ____ a. ______ ______ ______ 1,641 1,3)2 2, 762 ___ .___ 63,963 .. _______ _ 

NewYork _____ 6,723.781 400 201 2.941 3,226 1~878 10,056 Wl.921141,072 296.3020,167,966 

~:::~: 1,=:~ ---ijO ---448 ~ ---981 lk~ J:;~ ~:~~ !::= :::m lif::: 
BBSt North Cen-

tral: Ohto __________ _ 
Indiana •••••••• Dllnols ________ _ 

Michigan •••••• W-.._ ... 
WestNortbCJen. 

tral: 
M_ ..... Iowa _________ _ 

M .... 1IrL ••••• 
Sotlth Dakola.. Nebraaka.. ___ _ 
Kaaaaa.._ •••••• 

South AtJant1o: 

601.486 3,278 1,442 5.211 2.4(8 4,769 18.110 17,937 28.631 69.249 456.(01 33.146 140 393 ______ ______ 774 _______ 4,031_______ 27,808 ________ _ 

044,319 2, 168 613 6.201 1. m 7.617 9.710 39, US 48.726 271,363 167,896 
217,970 3.466 2,4Z'i 7,623 2,91:8 9.287 14.499 21,669 26,OtS 46,630 86.438 
61,378 ______ 267 1. (Kg 266 969 1.229 9,942 11.131 86, M6 ________ _ 

8,600 ,,1<3 2.837 8M 07 .............................................. . 
57,600 1,818 1.280 4.897 &'i9 4,367 6,163 9.852 16.991 12,363 • _______ • 

431,488 1, 836 1,074 2, 463 1,186 6.049 8, 662 28, 691 37.185 17.743 831.789 

~~ 4.:: 2,= _._~~ _:~ 1,:;: ::::::: __ ~:~~~ ::::::: ::::::::: ::::::::: 14.164 1.666 285 1,32& ______ 6.196 2,482 8,331 ________________________ _ 

DelawBre______ 60,&99 ______ ______ ______ ______ _______ _______ _______ 7.828 62,771 ___ .. ____ • 

~~~:rco:- ~ M4 3M ---___ ------ ------ --.---- 2, 4D6 ------- 8.716 76, 078 ________ _ 
Ittmbl .... ______ tiS.501 _____________________________________________ .______ 68.1501 __ ...... ___ _ 

Vlrglnta ______ • 71,499 743 879 &.453 1.44.6 1,410 1,464 6,171 14.OM 40.889 ____ .. ___ _ 
:::hVJ~U:a: 66.853 677 ______ 700 2, 318 1. O'M __ .____ tI,361 10.226 34,641 ________ _ 

South CaroU.na_ 11?:= ~ :::::: ___ ~~~ -i;270 ~ ~t: ::::::: ::~ ::::::: ___ ~~~ ::::::::: 
=:::::::: . ~:~ w __ ~~---4ii_~~~~~ ___ ~~ 2,=_j~~ ~= __ ~:~ .. _ .. ~~~::::::::: 

B88t Bouth Cen-
tral: 

~:n~:::: og:::~ = ::::: :::::: :::::: __ :~ __ ~~~ I,~A ~= ___ ~~:-~~~ ::::::::: 
Alabama... ___ _ 
MlastsatppL __ _ 

27.060 1.638 829 916 2, 720 __ w____ 1,041. __ ._._ _______ 00.017 ________ _ 
916 916 __ • __ • ___ w ________ •• ______ • ____________________ w ____ • ________ ._ 

West South OeD· 
tral: 

Arkallsaa.._ •• ,. LouiBl8lla _____ _ 
Oklahoma-__ ... _ 
ToDa •••••••••• 

:Mountain: 
MODtaDL~_ .. _ ldaho _________ _ 

~f=:::::: New MeUoo __ _ 
Arlzona _______ _ 
UIa\L._ •••••••• 

Pacifto: 

~~:::: ~:~6S .~ l,:A f::= 1.:: =_.~~_.~~ __ ~~ ___ ~~~~::::::::: 
0_._... ....063 :120...... 87111 .... 8,,,,,, 1,103 8,311 .... , 88,'<3 .... 0111 

Total •••••• ii2ii:26I i6;6ii 2Wi i8;9iQ U7 iiQ;6i ~ ~ i4i;9i ~ ~ 

• lDollldli oaplta1 notes and. debentures and par value or preferred and. oomm~ &took. 
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FIDUCIARY POWERS GRANTED TO NATIONAL BANKS 

Under section 11 (k) of the Federal Reserve Act as amended l the 
Federal Reserve Board has authorized the national banks . listed 
below to exercise one or more fiduciary powers as follows: 

(1) Trustee. 
(2) Executor. 
(3) Administrator. . 
(4) Registrar of stocks and bonds. 
(5) Guardian of estates. 
(6) Assignee. 
(7) Receiver. 
(8) Committee of estates of lunatics. 
(9) Any other fiduciary capacity in which State banks, trust com

panies, or other corporations which come into com'ietition 
with national banks are permitted to act under the aws of 
the State in which the national bank is located. 

The numerals o,pposite the name of each bank, which refer to the 
list given above, mdicate the power or powers it is authorized to 
exercise. 

Powers 
granled 

DISTRICT NO.1 

(See also district .... 2) 

Ansonia: Ansonia National Bank____ 1 to 9. 
Canaan: Canaan National Bank.____ 1 to 9. 
Danielson: Windham County N. 1 to 9, 

tiona! Bank:. 
~:~1o~1rm1Dgbam National Bank... 1 to 9. 

c~~~ National Bank ,& Trust 1 to D. 

First National Bank..___________ 1 to 9. 
Hartford National BSDk & Trust 1 to D, 

Co. 
Meriden: Home National BBDk _____ 1 too. 
Middletown: . 

Central National Bank._________ 1 to 9. 
MiddletoWD National Bank'.___ 1 to 9. 

Mr~~. Mystic River National 1 to 9, 

Naugatuck: Naugatack National 1 to D. 
Bank. 

New Brlta1D: New Britain National 1 to 9. 
Bank. 

New Hsven! 
First National Bank &: Trust Co. 1 to 8. 
New Haven Bank. N. B. A... ____ 1 to 9. 
Second National Bank:. __________ 1 to 9. 
Tradesmeml National Bank. ____ 1 to D. 

New London: 
National Bank of Commerce...___ 1 to 9. 

i::~onalLon~~l:,.ankN8iioi8r f,tg,9i , 5, 7. 
Bank:. S. aud9. 

New Mntord: First National Bank__ 1 to 9. 
Norwicb: Uncas-MercbantsNaUonal 1 toS. 

Bank. 
BanL___ 1 to 9. 

atioDal 1 to 9. 
Bank ___ 1 to 9. 

Wa~W~ fWd Mtm.tIIactmerB N.. 1 to 9. 
tiona! Bank. 

WaterbW'J' NatloDal Bank _______ 1 to u. 

Powers 
", .. led 

DISTRICT NO. I-Continued 

COlOBC'l'lCU2-OOntiuued 

WilIfmantkr. Windham National 1 to 9. 
Bank. 

WiDated: Hurlbut National Bank___ I to 9. 

JWlO 

Augusta: J'irst National Granite 1 to 9. 
Bank. 

:~'ii~il!~~~~~B=~:: ~ =:: 

Blddelor . 
Camden: Camden National Bank __ _ 
Damarlsootta: First National Bank: 

of Damariscotta. 

1 to 9. 
1,2.3.5. and .. 
1 to 9. EUsworth: LibertJ' Nattonal Bank __ 

FarmllIgton: 
First National BauL____________ 1 to 9. 

HouI~l:~::~=!JaraDk::::::: ~::~:::: 
LewIston: FIrst National BanL ___________ _ 

Manutaeturen NatIonal Bank __ _ 
Norwa • Norw& National Bank ___ _ 
PI donal Bauk.. ____ _ 
P 

I toU. 
1 to 5. 8DdQ. 
I, 2. 8Od3. 
1 to 9. 

1 to 9. 
I to 7 and 9. 

1 toO. 
I to 9. 
I to 9. 
I to 9. 
1 to 9. 
1&09. 
110" .. 8. 
aud' 

• 0: Medomak NaUODIi 1~~to1. 

W.- Fl$NaIl"""'Baak- 110'. 



FIDUCIARY POWEBS 

-------------------~--~--md--~I--------------------1 ~~ 
DlSTBlCT NO. ~ DISTBICT NO. I-Continued 

............... ~-

A 
Beverly: 
Booton: 

Fimi National Bank..__________ 1 to 9. 
Men:bants Natlonal BIIDk..._____ 1 to 9. 
National Rock1and Bank.______ 1 to 9. 
Nat1cnal8bawmut Bank. ______ 1 to 9. 
Second Nadonal Bank-...._______ 1 to 9. 
Webster" Atlas National Bank- 1 to 9. 

Brockton: Brockton NatioDal BaDk... ______ 1 to 9. 
Home National BanL--. _______ 1 to 9. 

Concord: Oonc«d National Bank.__ 1 to 9. E.......... Edgmtown N........ ".3. 
Bauk. 

Fox 0: Foxboro National Bank-. 1 to 9. _,_N ........ ' .... 
Bauk. 

GvdDer. I'Irat N ........ Bauk._____ , .. G. 0.........,., 
Cape Ann National BanIL._____ 1 to 9. 
Glouoester National Bank. ______ 1 to 9. 

Great BarriDBtoD: NatioDal HoD. 

i'iiiiiii-N.lIIoollll B_ '" , .... 

M 
Metbuen: 
JdUfOl'd:1' Home National Bank-. _________ 1 to f. 

Mlllord Nat10Dal Bank: &: Trust 1 to B. 
00. 

Nantucket: PaeUlc National BanL__ 1 to 9. 
N Needham National Bank. 1 to 9. 

:t~~~Jii~:----- 1 to9, 
_____ 1 to9. 

I toD. 

d OC88D. National Bank._ 1 to D. 
Natlonal Bank. ______ 1 to 8. 

Newton: New1ioD. NatIoDal Bank____ 1 to 9. 
North Adams: North Adams !toD. 

National Bank. 
NarthAtUeboro: Manufacturers 1 to 9. 

National Bank. 
Nmtham~t .. " 

First ational :::uariiaDic'.' t =:: 

Bauk. 

1 toU. 
__ ltoD. 

1 to9. 

I toO. 
1 to 7 and D. 

1&06. 

lto9. , .... 
1 toD. 
lto7and9. 

1 toO. 

Southbridge: Southbridge National 1 to SI. B_. 
Springlleld, 

~~:~an:ar-Tnii- ~ ::: 
00. 

TIsbury: Martha'. Vineyard 1 to8. 
National Bank. 

Townsend: TownBend National 1 to 3. 
Bauk. 

Turners :Falla: Crooker Nat10nal 1 to 7 and 9. B_. 
Uxbridge: Blackstone National Bank 1 to 4.. 
Waltham: Waltham National Bank... 1 to 7 and SI. 
Wareham: Natlonal Bank of Ware- 1 to 9. 

bam. 
W 

B_. 
Woburn: Woburn Naitonal Bank ___ 1 to 3, O. 7, 

and 9. 
Worcester: MechaD1cs National 1 to 9-B_. 
YannonthPort: FintNaUonalBank 1 to 9. 

o! YarmouIh. 

IIlIWlWI!IDIIBlo 

Berlin: Berlln Olty National Bank __ I, 2. ., e, 
and 7. 

Oharlestown: Oonnectlco.t :a I v e r 1 and ... 
Na.tIonal Bank. 

Olaremont: 
Olaremont National B8Dk.. _____ 1. 2, " 8, 7. 

and9. Peoples N ........ B___________ ,. 

Dover: 

110-9. 
1, 2, and 4.. 
1.2, and ... 

Merchants National Bank_______ 1 to 3. 
Strdord. National Bank _________ 1 to 4. 
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DIBTIlICT NO. 1-0ontlnU6d 

NlCW HAXPSHIBB--OODtinued 

:=~~~t~J!~,~:fB~:r.: 
Hanover: Dartmouth National BBIlk. 
Keene: 

Ashuelot-Cftfuns NatloDal Bank.. Keene National Bank __________ _ 
Laconia: 

Laconia National Bank. _____ .. __ _ 
Peoples National Bank _________ _ 

Lancaster: Lancaster National Bank. 
Lebanon: National Bank of Leba

non. 
MancheSter: 

1.2, and 4. 
1, 2, 6. and G. 
1,2,~and9. 

1 and 4. 
1 to~. 

1,2.8.od4, 
1 and 4. 
1. 2, 4, 8.od 9. 
1,2,4.6,7, 

and 9. 

1.,,'Dd<. 
__ 1. 

1,4, and 9, 
__ land". 

Nashua: 
Indian Read National BaDk_____ 1 to 4, 6, 7, 

andU, 
Second National Bank___________ 1,2, and 4. 

Newport: CItizens National Bank.__ I, 2, 4, 6, 7, 
and 9. 

Peterboro: First National Bank _____ 1.4, and 9. 
Pl=~tb: Pemlgewasset National land ,. 

Portsmouth: 
First National Bank_____________ 1. ~4'g~' 7, 

New Hampshire National Bank. 1 and 9. 
Tilton: Citizens NatioDal Bank_____ 1 and 2. 
WiltOIl: Wnton NatJonal Bank______ I, 2, '. 6, 7. 

and 9. 
Wolfeboro: Wolfeboro National Bank. 1 and ". 

BIIODS .I8IAND 

Newport:: 
Aquidneck National Bank.._____ 1 to 9. 
Newport National Bank... ________ 1 to 9. 

Providence: 
Blackstone Oanal National Bank. 1 to 9. 
National Bank of Oommerce &: I to 9. 

Trust Co. 
PJ:ovld811C8 National Bank. _____ 1 to 9. 

VBBJ(ON~ 

~arre: Peoples National Bank ______ _ 

Bennington: County National Bank.. ________ _ 
Firat Netional Bank.. ___________ _ 

Brandon: First NatJonal Bank _____ _ 
Brattleboro: Vermont Peoples Na

tional Bank. 
Burlington: Howard National Bank 

oIChester __ 
onal Bank_ 

Bank of 
erby ine. 

Enosburg Falls: Enosburg Falls 
National Bank. 

1 to 9. 

1 to 9. 
I to 9. 
I to oi. 
1 to 9. 

1 toS. 

1.2,3, and • 
1 to O. 
1 to 3. Ii. and .. 
1,2,3.6.8, 

and 7. 
1 toO. Mancb.ter Center: Factory Point 

NatlooaJ Bank. 
Middlebury: National Bank of MJd- 1 to 9. 

dlebury. 

MO~~tl~~ttonal Bank_____________ 1 to., 
MontpeUer National Bank. ____ • 1 toO. 

Ne Tb~~IZ:u:~!ai:~~~:~ 1:~·andD. 
N~eld: Northfield National 1 to Q. 

Bank. 
Rutland: Central National Bank ________ _ 

Clement NatiooaJ Bank ____ .. __ • 
RutlaDd County National Bank. 

St. Albans: Welden National Bank 
In St. Albanl. 

lto7and9. 
I to a. Ii to 1. 
110 .. 
110" 

St. 

DISTRICT ~O. I-Continued 

VBBlIOlft-OOntlnued 

DISTRICT NO. Z 

CONNECTICU''! 

(Bee also district no. 1) 

Powers 
... anted 

1 to 6811d 9. 
1 toB. 
1 to 6. 
lto3.6to9. 

Bridgeport: First NatJonal Bank &: 1 to 9. 
Trust Co. 

Danbury: 
City National Bank &: Trust Co. 1 to 9. 

GrePn~~~F~::f*~tto~:r~&iliiiD:: t::: 
New CanaaD: Firat National Bank 1 to 9. 

&:TrustCo. 
Norwalk: National Bank of Norwalk. ltoll. 
Ridgefield: First National Bank &: I to II. 

Trust Co. 
South Norwalk: City National Bnnk~ 1 to 9. 
Stamford: First Stamtord National 1 to 9. 

Bank &: Trust Co. 

NEW IBRUf 

(Sao also d18trlot DO. 8) 

Allendale: First National Bank ____ .~ 
Allenhurst: Allenhurst National 

Bank &: Trust Co. 
Allentown: Farmers National Bank~ 
As3~ ~~~~~ Park NaUonal 

Ar=JstcN~:=~~~8Dtfc High· 
Bayonne: Meeba.Dic8' National 

Bank. 
BeDeville: Peopl. NatJ,onal Bank &: 

TnlBt Co. BerI~I!oId. N 

I to9. 
I to 9. 

I to 9. 
I to lit. 

1108. 

I to lit. 

1 to9. 

1 toO. 

1100. 

ltoll. 
I toO. 
1109. 

I toO. 
I to •• 

1100. 

I toO. 
I toll. 
I toO. 

I tollt. 
I tollt. 
I toO. 
I to 9. 
lto71D4t. 
1 to lit. 

&: Trust . 
Flemington: Flemington NaUoDa1 1 to 9. 

Bank &: Trust Co. 
Freehold: 

Cotta! National Bank._ •• ~~~.__ I to lJ. 
First National Bank_._._ •••••• __ 1 to II. 

Frenchtown: Union National Bank... 1 and 4-
Glen Rock: Olen Rock NatJ.onal I to 0-

Bonk. 
Baekensaek: City NatJonal Bw 6: 1 to 8. 

Trust Co. 
Bsckettstown: 

Haclcet.tstown National Bw_ I to 9. 
Peoplel National Bank __ •••• __ ._ 1 CO e. 



FIDUCIARY POWERS 

DISTRICT NO. z-contilu:ted. 

OW'DBBB'I'-oonifDned 

HamJ::f HardYBtOnNational Bank... 1 to 8. =8: lM:d:\1:J!~0¥f~ ~ ::: 
Hoboken: F.iJ'S National Bank______ 1 to 4-
lrvlngton: ' 

~:~~Troi- ~=:: 
ltoD. 
1 to 1 and O. 
I to9. 
1 to 9. 

~~~~~i~~~:i-- 1 to 9. 1 toO, 
1 .... 

Madison: First National Bank.: ____ 1 to 9. 
Manasqwm: Maoasquan National 1 to g. 

Bank. 
Millburn: First National Bank...____ 1 to 9. 
Milltown: FI.r8t National Bank-__ 1 to 9. 
Monk-lair: 

First National Bank &- Trusi Co- 1 to o. 
Montclair Na'tonal Bank....... ____ 1 to 9. 

Morristown: 

~:f~~n::=:.::::::::::: } =:: 
Newark: Lincoln National Bank _________ 1 to 9. 

Mount Proepect National Bank._ 1 to o. 
National Newark &I: ESS6I: Bank- 1 to 9. 

N::tf~· State Bank-o_________ 1 to 9. 
Union NatioDBl BBllk-_________ 1 to 9. 

t to9. 
I toO. 

N ltoS. 
tfonal Bank. 

Notley: First National Bank.. ____________ 1 to O. 
FnmkUn National Bank..________ 1 to 9. 

ttou. __________ 1 toU. 
ca. ______ 1 to 9. 
_. ___ • ___ 1 to 9. 

Perth ~boy: 0 ank.. __________ 1 to O. 

FIrst National Bank _____________ 1 to 9. 

pJUfu="t;'bo~ NotIoDa\ BIlDk...__ 1 .. 9_ 

FbHllpsb9fl National Bank &: 1 to 8. 
'l'rwItCo. 

Second National BBDk..__________ 1 to 9. 

Prospect PlU'k: prospect Park N ... 
tloilalBaDk. t=::; ~~r'li~~nalB:r&· 
TruatCo. 

Bed Bank: 8ec.cmd NatIonal Bank .. 
Tn1Jt Co. 

Ridgewood: OltIzens J'1rst National 
Bank & Trust Co. 

Roselle: Firat NatIonal Bank _______ _ 
Rutherlord: Ruthe.rlord NatIonal 
,B~ 

1 toU. 
I to 9. 
1 to 8. 

1 .. 9_ 

1 toD. 
I toD. 

1109. 

1 .. 9_ 

1 toD. 
1 COD. 

DISTRICT NO.I-Oontinued 

:nw llDLSBI'--oontInued 

0_ 

1 to9. 
I toD. 
I to O. 

I to 9. 

I toD. 
1 to 9. 

Commercial Bank &- 1 to B. 
00_ 
k State National BImk.._ 1 to 9. 
Fir.rt Natiollal Bank &: 1 to 9. 

Amsterdam: 
AmsterdlUD. Olty National Bank_ 1 to 8, 5 tos. 
Farmen National Bank_________ 1 to 9. 
First National Bank ___ ._________ 1 to 9. 

Auburn: The National Bank: of 1 to 9. 
Auburn. 

Babylon: Babylon National Bank: 1 to 9. 
&:Trust Co. 

Baldwin: Baldwin National Bauk &- 1 to O. 
Trost Co. 

Baldwinsville: FirH National Bank: 1 to 9. 
&: Trust Co. 

Bt'~~ Spa: Ballston Spa National 1 to 9. 

~~l~~l~~~,~ 1000. F -Bank".- 1:::: 
iiaDji-,t;-

aUonal 

Bank & 

National 

1 to D. 
1 to O. 

1 toO. 
1 to D. 
I toD. 

1 toD. 

ltoD. 

1 .. 9_ 

1 toD. 

1 to 9. 
lto3,5to8. 

1 toD. 

1.,8_ 

Oazenovia;' Oasenovla National 1 to O. 
Bank. 

Cedarhurst: Peninsula National 1 to D. 
Bank:. 

Central Squue: First National Bank. 1 to 9. 
Central VBlley: Centrnl Valley Na-- 1 to O. 

tlonal Bank. 
Clayton: First National Exchange 1 to D. 

Bant. 
~lf~t ~~ Nall.DIII Bank & I .. 9_ 
Cohoes: Natlonal Bank 01 OohoerJ ___ tw8. 



240 ANNUAL REPORT OF THE FEDERAL RESERVE BOARD 

C 

DISTmCT NO. 2-0ontlnued 

NBW YOBB'-oontinued 

Powers 
granted 

Cortland: National Bankol Cortland. _____ 1 to 9. 
Second National Bank &: Trust 1 to 9. 

Co. 
Cuba: 

1 to 9. 
ltog, 
1 to 9. 

Na:- U~~: 

__ 4. 
t to 9, 

o. 
Elmira: First National Bank &: Trust 1 to g. 

Co. 
F=b!~NaUOnalB8Dk& lto9. 
FarmlngdBle: First National Bank._ 1 to g. 
Far Rockaway: National Bank ot 4-P'l= ~c:i-~~Wlhst National Bank 1 to 9. 

& Trust Co. 
F lonaI Mohawk River 1 to 8. 

Fort PlaID National 1 to 9. 

Ort: Oltizens First National 
Bank. 

Fredonfa: NatIonal Bank of Fre
donia. 

FreeBr:~ National Bank. ________ _ 
First National Bank &- Trust 00. 

J'uloon: CitizeDs National Bank " 

I to9. 

I too. 

I toO. 
I to 9. 
I to 9, 

Trust Co. 
National 1 to g. 

1 to 9. 
1 to 9. 

Bank of Orange 1 to 9. 
Coanty. 

GranvWe: Washington County Na- 1 to A. 
tlonalBank. Groton: First National Bank:. _______ 2 and 3. 

Hampton Bays: Hampton Bay! 1 to iii. 
National Bank. 

Hancock: Fint National Bank. _____ 1 to g. 
Haverstraw: National Bank &: 1 to 9. 

Trust Co. 
Hoosick FaIls: Peoples First N... 1 to 9. 

tional Bank. 
Hudson: Fanners National Bank. ________ 1 to 9. 

First National Bank " Trust Co_ I to G~ 

rult 
Dlon: 

Dion National Bank" Tru5t Co. I to G. 
ManutaoturerB National Bank___ I to G. 

POWenI 
",anl64 

DISTRICT NO. ~CODtInUed 

NEW YOBx-cont1Dued 

1IoD. 

1IoD. 
I too. 
I to 8. 

. 1IoD. 
I to9. 
I to 0, 
I to 9. 

1I0D. 

1IoD. 

I to O. 

1IoD. 

1IoD. 

I toO. 

I to O. 
1 to 0, 

1 toO. 

I to9. 

I to 9. 

Morrlstow:n~' l"rontier National 4. 
Bank. 

Mount Kfsoo: Mount K1aco N.. 1 to 9. 
tional Bank &: Trust Co. 

Mount Vernon: l"irst National Bank_ 1 to L 
Newburgh! 
B~~1~srA,~ NatloDal 1 to 9. 
National Bank of Newburgb_____ 1 to O. 

New Rochelle: :First National Bank_ 1 to O. 
New York: Chase National Bank ____________ 1 to O. 

Commercial Nattooal Bank &: 1 to 9. 
Trust Co. Dunbar National Bank __________ 1 toD. 

Fint National BanL____________ I to 9. 
Fort Greene National Bank __ .__ 1 to O. ___ • ________ 1 to 9. 

Bank of 1 toO. 

or~ of ltog, 
ork. 

at 1 to •• 
National & Trust Co 1 to'. 
Peoples National Bank of Brook- 1 to ,. 

Pu~UcfD N~~or:am: "Trust 1 to g. 
Co. 

Sterl.iDl National Bank 4' Trust 1 to O. 
Co. 

Northport: J'fnt NalJoDal Bank" I to O. 
Tnu,Co. 

Norwtoo: 
Cheoaugo County NalJonal Bank 1 to s. 

4< Tru.t Co. 
National Bank &: Trust CO_.____ 1 to •. 

N=Cl.aclI. Natiotlal Bank 6: ltoO, 



FIDUCIARY POWERS 

DISTRICT NO. J-ContinDed 

nw TOu--oonUnoed 

Olean: Ex ...... NBtlona! Bonk _______ _ 
First National Bank... __________ _ 

Oneida: Oneida Valley NatioDal 
Bonk. . 

Oneonta: 
CitkeDs NBtlona! Bonk" Trost 

Co. 

Owego 
Pa....,."., 
Pearl Riv 

Trost Co. 
PeebldlI, 

Peek:skUl National Bank &: Trust 
Co. 

W_ County NBtlona! 
Bonk. PeITy: First Nat1onaJ. Bank ________ _ 

Plattsburg: 
Merchants National Bank in 

PlaUsb1llll. . 
P1attsb1llll NBtlona! Bonk " 

Trost Co. 
PleasantvDle: First National Bant __ 
Port Chester: First NatlouaJ. Bank 

" Trust Co. 
Port Henry: Cltir.eDs NatloDal Bank. 
Port Jervis: First National Banlt.. ___________ _ 

National Bank: &: Trost Co. of 
Port Jervis. 

Port Richmond: StateD Jslancl Na
tional Bank &: Trust Co. 

Port W&sbington; Port W~D 
National Bank &: Trust 00. 

Potsdam: CitkeDa National BanL __ 

P""J~.tioDa1 Bonk "Trost 
Co. 

Panners &: Manufac:tolerl N .. 
t!onaI Bank. Plrst Natiooal BauL ______ ,;, ____ _ 

Merchants National Bank: &: 
Trust Co. 

Red Hook: First National Bank ____ _ 
Richfield Sprlngs: First N ationa!. 

Bonk. 0 

Riverhead: Suflolk County National 
Bonk. 

_ Pk8t NBtlona! Bonk " 
Trost Co. 

Rockville Center: Nassau County 
National Bank:. 

Rome: Fvmera National Bank &: 
Trust Co. 

Roscoe: First Natlonal. Bank &: n: ~l'D. NatIOnal Bank &: 
Trust Co. . 

1 to9. 
I to9. 
I to 9. 

ltoO. 

1 toD. 

I to 9. 

1~9. 

I to 9. 

ltoo.7toO. 

I toO. 
I to 9. 

1 to9. 

I toD. 
I toD. 

I toD. 

I toD. 

ltoD. 

I toO. 

I toD. 

1 to9. 
1 to9. 

1,2, and a. 
I toO. 

1 to9. 

I to9. 

1 to9. 

1 to9. 

I to9. 

1 to 9. 

1 toU, 

o ~~=11~~':~-:- 1 to II. 01 1 to 9. 

Saratoga Sprin&s: s&ratoaa National 1 to 9. 
Bank:. 

Baugertiel: Flr8t NatlODBl. Bank &: 1 to II. 
Trust Co. 

Scarsdale: ScaradaIe Nat.1onaJ. Bank 1 to II. 
"Trust Co. 

ScbeDectady: 
Mohawk National Bank.._______ 1 to II. Union National Bank ___________ 1 to II. 

DISTRICT NO. z...-oontinued. 

lBW 1'oBJ[~tlnued 

Sidney: FIrst NatloDaJ Bank In 

8n~c!i..J., sn- Czoek N.-.l 
Bonk. 

Skaneateles: National Bank &: Trust 
C •• 

Southampton: First National Bank __ 
Spring vanal;' FinIt N.tI.aa1 Bonk __ 

:~N~=~::n::~:!:-
ford. 

8ufIem: Buftem National Bank '" 
Trus. Co. 

8yracu!e, 
Lincoln National Bank &: Trust 

Co. 
Merchants National Bank &r: 

Trust Co. 
Tarrytown: Tarrytown NatioDal 

Bank. 
Ticonderoga: Ticonderoga NatloDaJ 

Bonk. 
Tto ,. 

P ...... 
..."ted 

1 to O. 

1 toO. 

1 toO. 

1 toS. 
I to O. 
I to O. 
I to O. 

I toO. 

I to O. 

I toO. 

lto3,liito9 

I toO. 

Bank.~_ 1 to D. 
I to 9. 

-Biiiik-i- t::: 
Utica: Oneida Nat1onaJ. Bank &r: I to 9. 

Trust Co. 
Valley Stream: Valley StreKm Na- I to 9. 

tional Bank: &: Trust Co. 
Walden: Flrat Nat10nal Bank &: I to 9. 

Trust Co. 
Walton: First Natlonal Bank &: 1 to 9. 

Trust Co. 
WlU'1'ellSburg: Emerson National I to O. 

Bank. 
Warsaw: Wyoming County Na- 1 to 9. 

tional Bank. 
Warwick: First National BanL _____ 1 to 9. 
Watertown: 

lefferson County National Bank_ I to 9. 
Watertown National Bank ______ 1 toS. 

WatervUet: NatlOD8l Bank of Water- 1 to U. 
vliet. 

;:n:r~:C~:=DSN~:~~~B~: 1 =:: 
Westbury: Wheatley Hllls National 1 to 9 

Bank. 
Westfteld: National Bank of West- I to 9. 

National 1 to9. 

les National 1 to 9. 

1 to 9. 
1 toO. 

.1oS. 

1 toS. 
Smyrna: 

Fruit Growers National Bank: &: 1 to d. 
Trust Co. 

National Bank of SmJTD8_______ I to 9. 
Wilmington: Central National Bank. _________ 1 to 9. 

Union National Bank-_________ I to 8. 
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DISTRICT NO. a-ContIDaod 

NEW.lBRSJIY 

(Bee also district no. 2) 

Abescon: First National Bank. ______ 1 to 9. 
Audubon: Audubon National Bank. 1 to 9. 
Barnegat: First National Bank. _____ 1 to 9. 
Beach Haven: Beach Haven Na- 1 to 9. 

ttonal Bank &: Trust Co. 
Beverly: First National Bank 4: 1 to 9. 

Trust Co. 
Blackwood: FIrst National Bank &: 1 to 9. 

Trust Co. 
Bordentown: Firat National Bank.__ 1 to 9. Brl'W.ton: 

c~~~:nr:a:~~n!\~k::::: i ~~: 
Farmers and Merchants Na-- 1 to 9. 

t1onsIBank. 
Burlington: Mecbanlcs National 1 to 9. 

Bank. 
Camden: 

Amerlcon National Bank. _______ 1 to 9. 
Ftrst Camden National Bank &: 1 to 9. 

Trust eo. 
Third NatfoDel Bank & Trust Co. 1 to 9. 

CTank~ay: Merchants National 4. 

Collingswood: Citizens Natlonal 1 to 9. 
Bank. 

HlgbtsU,wn: First National Bank.. __ _ 

r:~:::2d:~=i:lkr:~~:~alB~'fn-
Lakewood. 

Medford: Burlington County Na
tional Bank. 

Merchantville: Merchantville Na-

1 to9. 
ltoD, 
I to 9. 

I to 9. 

I to 9. 

~1.~'~~~lr!;.-ll to 9, : lito 9. 

Salem: 

1&09. 

I toO. 

1 to9. 

I toO. 

11oS. 

I to O. 
1 to 9. 

~t!:~~!tn:.!:~~ 'irus~~. } ~:: 
Co. 

Swedesboro: Swedesboro NatioDAl I to g. 

T:-~~iver: FIrst National Bank. _. 1 to 9. 
Trenton: 

Broad Street National Bank. __ •• I to O. 
Firs~MechnDJC8 NationBl Bank. I to O. 
Pr08~t National Bank. ________ 1 to 9. 

Ventnor City: VentDor City Na- 1 to 9. 
tlonal Bank. 

Vineland: VlDeIand Nat10Dal Bank 1 to 9. 
&: Trust Co. 

Wildwood: Martne National BanL__ 1 to 9. 
Woodbury: First National Bank dr: 1 to 9. 

Trust Co. 
Woodstown: 

~~~:::ariii.Ok-&- }=~ 
Trust 00. 

DISTmCT NO. a-Oontlnue4 

PJDllf8YLVA1tU. 

(See also 41strict no. ') 

Allentown: Allentown National Bank ______ _ 
Merchants National Bank ______ _ 

Berwick: 

Powers 
..... ted 

Berwick National Bank. _________ 1 to 9. 
First National Bank _________ .___ 1 to 9. 

Bethlehem: 
Bethlehem National Bank.____ 1 to 9. 
First National Bank &: Trust 00_ 1 to 9. 

Blossburg: Cltizeu National Bank 1 to II. 
&: Trust Co. 

Boyertown: 
Farmers Natlonal Bank" Trust 1 to g. 

Co. 
National Bank &: Trost Co ______ 1 to g. 

Bradford: COlDIDerclal National HoO. 
Bank. 

Bridgeport: Bridgeport Nation.l 1 tog. 
Bank. 

Bristol: Farmers National Bank of 1 to 9, 
Bucks COUDt}". 

Catasauqua: 
Lehlgb National Batlk.__________ 1 to g. 
National Bank of Catasauqua.__ 1 to II. 

c~=:afJ~ ofCbamberaburg.. 1 to 9. 

Cb:~:eb!t::~8h~NaiioDar ~ =:: 
Bank. 

Cleartlel4: County Nat.loDal Bank 1 to g. 
at Clear.oeId. 

CoatesvUJe: 
National Bank ofCbester Valley. 1 tog. 
National Bank ot Coat.esv11lo____ 1 to II. 

Oo1umbla: 
1 toO. 
I toll. 
I toll. 
1 log. 

1 &00, 
1 to 9. 
1 to O. 

1 to g. 
1 COO. 
1 COO .. 

1100. 
I toO. 
1 toO. 
1 toO. 
11011. 

1108. 

1100. 
1 toll. 
1100. 

1100. 
1 &0 9. 



FIDUCIARY POWERS 

DISTRICT NO. a-<Joutinuod 

PD1IftI,v.AKU.~Unued 

Po ...... 
""",ted 

GreenClSt1e: First National Bank..___ 1 to 8. 
BarleYIVJlle: Barle~vJlle Nat1oDa1 1 Co D. 

B ..... 
~~: Harrisburg N.tJo~al ltoOD. 

I toO. 
I to u. 

atlonal Bank...___________ 1 to 9: 
BueJ.ton National Bank-._____ 1 to 9. 

Honasda.le: Honesdal.e National 1 to 9. 
Bank. 

Boney-brook: Flnt National Bank__ 1 to 9. 
Hummelstown: HummelstoWD Na. 1 to U, 

tiona! Bank. 
Huntingdon: 

First National Bank.__ 1 to 9. 
Union National Bank: &: 1 to 8. 

Jolmsto 1 to 9. 
Kane: 1 to 9. 
-Kennett 1 to 9. 

Trust 
Kinpton: 1 to 9, 
K:utzto 1 toD, 

Bank. 
Lancaster: 

F ton 
Lan ... 

I to·U. 
I to U. 
I tou. 

Langborue: 
&Tnut Co. 

o I to U. 

Lansdale: Fint National Bank. ____ _ 
Lansdowne: National Bank: of LaoJ.. 

down&. 

I tou. 
I toU. 

1 to D. 
8llOll ank. _______ • 1 toD, 

Peoples _._.______ 1 to D. 

~~t=:" National Bank &: ~ 1 to D. 
Co. Ftnt NatloDal Bank. ___________ 1 to 9, 

Lo"l:."~urg National Bank ••••••• I to 9. 
Unlon National Bank. __________ 1 to 9. 

Mount Carmel: 

1 toD. 
1 to D. 

1 toO. 
I to 8. 
1 to 8. 

1 to 9. 
1 to 9. 
J to D. 

1 too. 

liMii' t :::: 
I to u. 
I tou. 
I tou. 

Flnt National Bank. ____________ 1 to D. 
Union National Bank. __________ 1 to O. 

MO~o~at!onal Bank II Trust I to D. 
Co. 

Union National Mount loy Bank.. 1 toO, 
MountvJlle: 14OU.1ltv1l1e National 1 to f

Bani<. 

DISTmCT NO.l-ContIDued. 

PBlOOIYLv~-«IntiD.ued 

M~~: M .... town Nat!ona1 

Nanticoke: First National Bank~ ____ ~~ _____ _ 
Minors National Bank. ________ _ 
Nanticoke National Bank ______ _ 

Nazareth: Nar.areth NatioDal Bank 
"Trust Co. 

New HoUand: Farmers NatIODal 
Bank &: Trust Co. 

Newtown: lI'1rst National Bank " 
Trust 00. 

Newville: Ffnt NatkmaJ. Bank _____ _ 
Norristown: 

Montgomery National Bant.... __ 
Peoples National Bank _________ _ 

N;-:~f~~~~t National 
Northumberland: Northumb6l'lBD.d 

o own: 

Powen 
""",ted 

I toO. 

I toO. 
I to 9. 
1 to 9. 
I to "-

I to O. 

lto7andO. 

I toO. 

I toD. 
I toU. 
I to8. 

I to U. 

I to "-
I toO. 

I toU. 
I to u. 
I to O. 

I to U. 
I to D. 
I to U. 

I toD. 
I to O. 
ltoS,SloO 
I to 9. 
Ito8. 

1 to 9. 
I toU. 
I toU. 
1 toU. 
I to9. 
I toU. 

I toU. 
I toO. 

I toO. 

Oitizens National Bank " Trust 1 to u. 
Co. 

, ~:~:~: ~::"B~~~~~::::: 1=:: 
Pottavtlle; 

Minors National Bank..__________ 1 to O. 
PennsylvaDla National Bank &: I to O. 

Trult Co. 
lled Lion: 

Barmen &: Merohants National I to 9. 
Bank. 

lPtrst National Bank &: Trust 00_ I to o. 
RidrwaJ': Ridgway National Bank __ 1 to u. 
Sayre: Flnt National Bank__________ 1 to O. 
SohuJ'IItlU Haven: J'lr8t National 1 to O. 

Bank: &: Trust 00. 
Bohwenkavllle: National Bank: &: 1 to 8. 

Trust eO. 
Scranton: First National Bank ____________ .. I to u. 

ThirdNatlonalBank&TnuJt 00. I toU. 
~=~sm:~: J'int National BIUlk.. ___ 1 to U. 

Market Street National BaDk..___ 1 to O. 
N~~ Dime Bank: of 8bamo- 1 to 8. 
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DISTRICT NO.8-Continued 

PBNNSYLv.uw.-oontlnued 

Shenandoah: 

Powers 
...... 10<1 

Merchants National Bank~ ___ .__ 1 to 9, 
Miners National BBDk.__________ 1 to 9, 

Shickshinny: First NatioD&1 Bank. __ 1 to 8,& to 8. 

SbiP~~~~~nal Bank..____________ 1 to 9. 
Peoples National Bank __________ 1 to 9. 

Smethport: Orange National Bank 1 to 9. 
of McKean County. 

Souderton: Union NatiOnal Bank &: 1 to 9. 
Trust Co. 
SP~ City: National Bank '" Trust 1 to 9. 

Sta~~ll::~Onal Bank •• __ •• ____ .__ 1 to 9. 

Btro~~C~~=ffi:O=biiii"Na:- ~ =:: 
tlonal Bank. 

Sunbury: First National Bank______ 1 to 9. 
Swarthmore: Swarthmore National 1 to u. 

Bank: & Trust 00. 
Tamaqua: 

First National Bank_____________ 1 to D. 
8nlt._______ 1 to 9. 

Bank_______ 1 to 4. 

of TOR~k:: ~ =:: 
Tif:: irstBlair OUDtyNat1cmal 1 toU. 

Watsontown: Farmers National 1 toU. 
Bank. 

Waynesboro: 
Citit.eDB National Bank &: Trust 1 to 9. 

Co. 
Trust Co. 1 to 9. 
Bank-___ • 1 to 9. 
National 1 to 9. 

west Cbester: First National Bank _____________ 1 to 9, 
National Bankol Chester County 1 to 9. 

&: Trost Co. 
WestOrove: National Bank "Trust 1 to g. 

Co. 
Wilkes-Barre: 

Miners National Bank___________ 1 to g. 
Second National Bank___________ 1 to 9. 
Wyoming National Bank. ______ 1 to 9. 

Bank.. __ • ______ • __ 1 to9. 
National Bank_____ 1 to g. 

National. Bank.. __ 1 to g. 
York: 

Central National Bank It Trust 
Co. 

Drovenand Meehanc1s National 
Bank. FIrst National Bank __________ _ 

industrial National Bank 01 
W8StYork. Western National Bank ________ _ 

i=~i:f~~~~=-co: 
DISTRICT NO.4 

JWmJCl[T 

1 to I. 

1 toO. 

1 toO. 
ltog. 

I to8. 
I tog. 
I to 8. 

(See also cIfIIIrlot DO. 8) 

.AshlaDd: 
Second National Bank.._________ 1 to 5, 7 too. 
Third National Bank. ___________ 1 to 6. 7 toO. 

BrooksvOle: First National Bank____ 1 to 6 and 8. 
Oovington: FinJt National Bank: &: 1 to 8. 

Trust Co. 
C:rn!blana: 

~=::. t:;:.:oa: n:~ l:~ 7 to I. 

Pow ... 
...... ted 

DISTRICT NO.4-Continued 

JrD'luCKY--coDtlDued 

Bank. 
omo 

1 tog. 
lto5.7to8. 
lto5.7toO. 
1 to O. 

1 to 9. 
ltoDoTto •• 

1 to 8. 

.to 8. 

1~~.Tto9. 
1 to 4. 
l&05.7to9. 

Alliance: A.llianoePfrstNatJonaL ___ ltoO. 
Ashtabula: 

Fanners National Bank '" TraIt 1 to •• 
Co. 

NatioDal Bank of Ashtabula_____ 1 to 711D4 O. 
Athens: Athens National Bank _____ o ____ 1 to 7 and O. 

Bank ot Atbens. N. B. A ________ 1 to 7 and O. 
Canton: Flnt National B8llk _______ 1 to 7 and g. 
CIncinnati: Atlas National Bank ____________ 1 to O. 

First National Bank-____________ 1 to 7 aDd O. 
Lincoln National Bank._________ 1 to 0. 
Second National Bank.. __________ 1 to 7 aDd O. 

Cir('ieville: First National Bank.. ___ • 1 to 7 aJ1d O. 
Oleveland: 

Central "United NattonaJ Bank__ 1 to 7 and O. 
National City Bank _____________ 1 to 7 aJ1d 8. 

Co • 

Bonk '" 1 to •. 
ltoT ...... 

lto •. 

Ftm N_ Bonk '" TraIt ltoT ...... 
Co. 

H~.r.:=~_::ODariiant: ::: ~·Cd O. 
Lancaster: Fa1tfleld National Ban1r:. lto7and9 • 
Lebanon: LebaDOD-CUJZ6DI National 1 to 7 cd t. 
L~~Nadcmal Bank of LbnL ______ I to 1 and'. 
~~~ NaUoDaI Bank. TruR I to4 ad tL 

M~d Sav\Dal TruI& N .. 1 loT"" •• 
tIonal Bank. 
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Po,.... 
..... tod 

DISTBJCT NO • .........continued 

oJDO---eOntiDued 

National Bank ~ 4-

Moont emon: The XDoJ: National 1 to 7 and 9. 
Bank. 

Newark: Park National Bank _______ 1 to 7 and 9. 
New Philadelphia: Citizens National 1 to 7 and G. 

Bank. , 
Piqua: 

CitlooDs National Bank '" Trost 1 10 G. 
Co. ' 

P!&.~ Natlooal Bank <It Trost 1 10 7 and G. 

Portsmouth: Security Central Na- 1 to. 7 and 9. 
donal Bank. 

National Bank ____ 1,., and 9. 
Natio~ ExcllanRe 1 to 9. 

National Bank &:: 1 to 9. 

atiooal Exchange Balik &: Trust 1 to 7 and 9. 
Co. 

~ples National Bank _________ ., ,I ~ ~ and 9. 

Bank. ____ 1 to 7 and 9. 
_____ 1 to 7 and 9. 

____ 1 to 7 and 9. 
&: 1 &0 7 and 9. 

W 1&09, 
Bank. 

Y0":.'f' .. ':. National Bank ••••••• 1109. 
Union Nat1rmal Bank ___________ 1 to 7 and 9. 

Zaoesvtllo: 
CJtilensNatfoDalBankinZanea- 1 to 7 and 9. 

ville. 
FIrat National Bank. •••••••••••• 1,' and 9. 

(Baa also _ DO. 3) 

I to9. 

I to 9. 
lto9. 

I to 9. 

DISTBICT NO. 6--Continuad 

l'BlOlSYLV.uw.--ooDtinued 

Monessen: Peoples National Bank 
& Trust Co. 
M~~ City: Flrsl NallOll8l 

New Betblebem: Firat National 
Bank. 

Nt':.u~rfghtoD: Union National 

NewCastle: . CitbeDs National BanL.. _______ _ 
First National Bank of Lawrence 

Po ..... 
..... tod 

1 to 8. 

lto8,5to8. 

1 to 9. 

I to 9. 

1 toD. 
I to 9. 

tto8. 
t to 7. 

110 ... 
1 to 9. 

1 to 9. 

1 to9. 
I to8. 
I to 9. 

1 to 9. 
1 to9. 
t to 9. 
lOO3,&to 

7,and9. 
Waynesburg: 

First Nat100al Bank &: Trust Co. 1 to Ii, 7 to 9. 
Ullion National BIUlk...__________ 1 to Q. 

WBS'l'VIRGINIA 

(Baa aIao dialrlol 00. 6) 

Elm. Grove: First National Bank_____ I to 9-
Sistersville: Union Nat1cmal Bank..__ I to 9, 

W~na.lBank:OfWestVirglnia..- ltoO. 
National Exchange Bank. ______ • 1 to D. I 

DISTRICT NO.' 

DIBmlC'l' or COL'U1lBlA 

1 to 8. 
I toS. 
I to S. 
1 to S. 
I toS. 
I toS. 
110 .. 
I to 8. 

I toO. 
ltoe. 
I to D. 
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Powers 
granted 

DISTRICT NO. S-CoDttuued 

Jl'AllYLAJlD-OOndDUec! 

Hagerstown: 
Nlcodem.us Natfona.l Bank ••• ____ 1 to 9. 
Second National Bank.__________ 1 to 9. 

Pocomoke Oity: Citizens National 1 to 9. 
Bank. 
R~~ Bun: National Bank ot RtsIng 1 to O. 

85tm ter: 

yNflo. 1 to8, 

ltoD. 
ltoO. 
I toO. 

Harmel'S & Mechanics National 1 to 9. 
Bank. 

First National Bank.____________ 1 to 9. 
W~g~ashingtoD County 1 to 9. 

NORTHCABOI.DI'A. 

.,..DIU. 

1 to 9. 
1 too. 

1 toO. 
I to 9. 
1 toO. 
I toO. 
I toO. 

I toO, 
I to 9. 

ltoO. 
1 toO. 
I to9. 

I too. 
I to 9. 
1 to 9. 
1 toO. 
I toO, 

I to9. 
I toO. 
I to 9. 

I toO. 
ltoO. 

I toO. 
I toO. 
I to3.lUo9. 
I to9. 
I toO • 

AbIDRdon: Fbat NUloual Bank _____ 1 to ,. 
Alexandria: 

Alemndrla National BanL_____ 1 to 9. 
Citlze:os National Bank... ________ 1 to O. 
Flnt National Bank...___________ 1 to 9, 
~: First National Bank-__ 1. 

B~D;~~:t ~~~~~~~-_::: ~ =:: 
Bristol: Dom1n1oD NaUonal BaDk..._ 1 to 8, 
CbarJottesvUJe: 

National Bank " TraIt 00. at 1 to 9. 
Charlottesville. 

~~:;a=rJ!=arB&1iE ~:::·uul'. 

n: anon National Bank. ___ _ 
Marshall: Marshall National Bauk 

& Trost Co. 
Martinsville: First NaUonal BauL-. 
NarroW!: FIrst National Bank. _____ _ 
NewportNewa: FIrltNaUonalBaDt. 
Norfolk: 

National Bank of CommetC8 ___ _ 
Seaboard OltiuDs National Bant_ 

Norton: Firat National Bank-______ _ 

Oran&k... National Bank ________ _ 
National Bank ot Orange _______ _ 

Petersburg: Cltb:enl National Bank_ 
Phoebus: Old Point National Bank. 

h: A.merioan National 

POWenI 
", .. ted 

1 to O. 
1 &0 O. 

ltoO. 
1 &0 O. 
ltoO. 

1 toO. 
1 to O. 
lto9. 

lto9. 
1 to 9. 
ltoO. 
1 toO. 
L 

1 to9. 
1 toO. 
1 toO. 

8I'1D8l"II National Bank ______ 1 to O. 
lI"armenI " Merchant. N... 1 to O. 

Bank_ 
StaontOD: AugnIta National Bank .. _ .. _____ 1 to fl. 

National Va ley Bank ... _________ ItoO. 
Stau.DtoDNaUonalBantlkTrullt 1 tol. 

Co. 
~~Natfoual Bank_ ____________ 1 to 0_ 

M8D8DutteD National BanL____ 1 to I. 
8u1Iolk: National But of So401.t...... Ito I. 



FIDUCIABY POWEllS 

DISTRICT NO.I-Contiuued. 

vmGIJa.A.-continw:4 

Po,"", 
.... ted 

Warrenton: Fauquier National 1 toO. 
Bank. 

Waynesboro: First National Bank._ 1 to U. 
Winchester: 

Farmers .. Merchants NaUonal 1 to B. 
Bank .. Trust Co. 

Shenandoah Valley National 1 to 9. 
Bonk. 

Wytheville: First Natlonal Farmers 1 tol. 
Bank. 

(See also district DO. 4) 

. Beckley National Bank.___ 1 to B. 

1 toO. 
I toD. 

I to 9. 
lto9. 

1 toO. 
I toB. 
I to 9. 

N~-' t:;: 
Madison: 0006 Nattonal Bank.____ 1 to 4.
MartinsblD'l: Old National Dank •• _. 1 to 9. 
MB~.mery: MODLgomery National 1 to 9. 

Moorefield: South Branch Valley lto3,6to9. 
National Bank. 

Parkersburg: parkersburg National 1 to D. 
Bonk. 

~6!~~~~~~:~~~Y t~ODRr t ~ g: 
BankinWelcb. 

Williamson: First National Bank. _________ .__ 1. to 9, 
National Bank of CommBrOO.____ 11.09. 

DISTmCT NO.6 

ALA ...... 

Albettvll1e: .Albertville National 
Bank. 

Anniston: 
Anniston National Bank. ______ _ 
CommerclaJ National Bank-__ _ 

First National Bank. ___________ _ 
Birmi.ngham: First National Bank._ 
Cullman.: Leeth National Bank. ___ _ 
Decatur: Morgan County National 

Bank. 

1 to 9. 

I to7aud9. 
lto5,7.aud 

9. 
I toS. 
I to 9. 
I to 4. 
1. 2. 3, and 6. 

Dothan: • '_ 1 tos. 
Fayette: I too. 

I to8 . .. 
I to 9. ..... 
1 to 9. 

ank.._~. ____ 1 to 9. 

Mo~~:~rNatlonal B8.I1k-_____ ~_ 1 to 9. 
First National Bank. ____________ 1 to 9. 

Oneonta: First National Bank. ______ I to 3, 6 toD. 
OpeUka: ______ 1 to D. 

______ 1 tb 7. 

1 tog. 
1 to 3 • 
• tos. 
1 tog. 

DISTRICT NO .. &-continued 

ALOAlU.--ooD.tinued. 

Po ..... 
.... ted 

TalIr:~~ational B8Dk ____________ 1 to 3. 6*07 

Talladega National Bank _______ _ 
Troy: First Farmezs &: Merchants 

National Bank. 
Tuscaloosa: 

~t:; ~~~~d!\ ~=::::::::::::: 
Wetumpka; First National Bank.. __ _ 

.... 1UD4 

andD. 
1 to 9. 
Ho7and~ 

1108. 
1 to8. 
I toe. 

Bradenton: First National B8Dk ____ 1 to 4. 
Daytona Beach: Flrst Atlantic Na- I to 9 • 

tional Bank. 
De Funiak Springs: First National 1 to 8. 

Bank. 
Jacksonville: 

Atlantic Nal.ional Bank..________ 1 to 9. 
Barnett National Bank.. _________ 1 to 9. 
Florida National Bank._________ I to 9. 

Lake ~itl: First National Bank...____ I to 9. 

n m Beach. 

1 too. 
1109. 

1 to D. 

lto9. 

1 toU. 

I to 9. 

Pensacola: Cit.i.zeDs &: Peoples Na- 1 to 9. 
tional Bank. 

St. Augustine: St. AugustiJle Na- I to 9. 
tional Bank. 

Sanford: Banford Atlantio National 1 to 9. 
Bank. 

B'T:e:~:~ National Bank &: 1 ~~ :.to7 

Tam~~hange National Bank________ 1 to 9. 

Win~~k~:~~~=P-N8tiOi8i.: i::: 
Bank. 

GEOBGIA. 

Albany: Olty National Bank _______ 1 to O. 
Athens: National Bank of Athens___ 1 to 4. 
Atlanta: 

Four< 
Dalton: Fl 
LaB~~: 

1 to 9. 
__ 1 to9. 
__ 1 toO. 

I toS. 
1 to 9 • 

Louisville: FfrstNatlonRlBank _____ ltoll. 
Macon: First National Bank & 1 to 9. 

Trust Co. 
Moultrie: Moultrie National Bank__ 1 to 9. 
Quitman: Peoples-First National 1 to 8. 

Bank. 
Rome: First National BauL .. __________ 1 tog. 
Sa~~~~a1 City Bank _________ ~___ 1 to 9. 

O~\:~ &: Southern National 1 to 9. 

Liberty National Bank & TrwI, 1 to 9. 
Co. 
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DISTRICT NO. 6-ConUoued 

LOlJISt6.NA. 

(Bee also district no. 11) 

Lake barles: 
New Orleans: 

Hibernia National Bank in Now 
Orleans. 

National Bank or Commeroo ___ _ 
Whitney National Bank-_______ _ 

J08SlSSI1>l'! 

(Bee also dlstrlcl no. 8) 

Powers 
gt8llted 

I toO. 

I toO. 
ItoO, 

Biloxi: First National Bank_________ 1 to 5. 
Canton: First National Bank________ 1 to 4. 
Hattiesburg: First National Bank.__ 1 to 9. 
Jackson: 

Capital National Bank in Jack- 1 to 9. 
son. 

lacksoD State National Bank.___ 1 to 7 and 9. 
Loom: 

Oommerclal National Bank &: 1 to 9. 
Trust Co. First National Bank-____________ 1 to n. 

McComb City: First National Bank.. 1 to 3 and 5. 
Meridian: Citizens National Bank-. 1 to 9. 

Vj~~at!onalB_&TrustCo_ 1109. 
Merchants National Bank &: 1 to 9. 

Trust Co. 
Y 8100 City: Delta National Bank___ 1 to 9. 

(See also dlstrlcl no. 8) 

Ohattanooga: 
1 to9. 
1109-
I. 
1003,5008. 

Dec erd: First National Bank or 1,3 to 9. 
l'rnnkJ.ln County. 

Onllatin: First &: Peop1es National 1 to 9. 
Bank. 

Greeneville: First National BanL.__ 1 to 9. 
First National Bank_____ 1 to 7 and 9. 

t to 9. 
1 .. 9-
1 toS. 

t to 9. 
1 to 1 and 9. 
1 to 9. 
lOO3,5toO. 
1 toO. 

2, 3. 15 to 7, 
and». 

Tullahoma: Traders Natlonal BanlL I to 9. 
'Winchester: F.onnen.NationalBank. 1 to 3. 15 toO. 

DISTRICT NO.7 

(See also dIstrlet DO. 8) 

Aurora: 
MerebaDts National Bank. ___ ._. I to O. 
Old 8ecoDd National Bank ______ 1 to It. 

DISTRICT NO. 7-0ontlnued 

n.r.nrors--conttnued 

Batavia: 
Batavia National Bank._._ ••••• _ 
First National Bank. ____ .... ___ _ 

!~t~iL¥J~l~ Bank __ __ BanlL __ • 
N.loional 

POWGr8 
granted 

t toO, 
1 to 8. 
1 to 9. 
1 toD. 
1, 2, 3. 6, 

andS. 

I toO. 

I to O. 
1 toU. 

I to D. 

I toO, 
I to f. 

1 toO, 
I to 9. 
I to 9, 
1 to 9, 
I toO. 
I toO, 
I to 0, 
t, 2, 3. IJ. 

and8. 

~a~=~~f.~~~~~:B8iik~ ~::: il I to 8. 

tlceUo. 

1100. 
I to It 
lOOD. 
I toD, 
I to D. 
ttoO. 
I toD. 

1to9. 

1toO. 

t toO. 
I tof. 
t ... 
I to D. 
I toO. 

I toD. 
1 toD. 

•. 1 toU. 
I toD. 

Ottawa: Fint National Bank. __ ••••. 1 to g. 
Paris: 

Citizens National Bank ___ • __ •••• 1 to O. 
EdgarCon:otYNatlonaJBank ••• Ito". 

Pekin: American NaUonal Bank •• _ _ 1 to O. 
Peoria: 

Central National Bank 41: TnlBt. 1 to D. 
Co. 

Commerefal Mercb8nts National 1 to O. 
Bank" 'rrust Co. 

7trst National Bank ... _. _____ ... I to D. 
Princeton: CUizensNatlonal Bank... l103,5to8. 
Jl.ockrord: 

illinois National Bank "Truat 1 to O. 
Co. 

Swediab--A.merlcrln National 1 to I. 

Bau ........... _ 1 to D. 
CbarJ_ National I to I. 
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DISTRICT NO. 7-C-o.utinaed 

(See also dlBtrictllO. 8) 

. , 
Pow"" 
granted 

Albion: Albion National Bouk. ____ • 2. 3, 5, andS. 
Attica: Central National Bank. It 1 to 9. 

Trust ' 
Au' 
A 

'. __ 1 to9. 
__ •• 1 to 7 and 9. 

Dyer: t ______ _ 

Ea.s~'~t1onsI Bank in East. 
OblC&jW. 

Union National Bank orIndlana 
Harbor at East-Chlcago. 

Elkhart: Flist National Bank. _____ _ 
Elwood: First National Bank. ____ _ 
Fort Wayne: 

r:!01!8~~~can:!::tTiiir 
Co. 

Franklin: 1ohDson County National 
Bank. Goshen: lint National Bank. ______ _ 

J to9. 
I to9, 

Ito .. 
I to9. 
I to9. 
I to 9. 

1 to 4. 
1 to 9. 
1 to 3. 
1 to9, 
I tool. 

I tqD. 

I to D. 

ltoD. 
ltoS. 

I toD. 
I toD. 

I • .:tt:., 
lto3.6an4 

7. 
IndJanapoll., 

American National BIlIlk..-._____ 1 to 9. 
Indiana National Bank. _________ 1 to 9. 

1 to 9. 
1~~t.to7. 
I to 8. 

1 toU. 

I to a. 
1 to 9. 

atJonal Bank.____________ 1 to 9. 
Nat[oual Bank.__________ 1 to O. 

Roche5ter: First Nat10Jlal Bank..____ 1 ':. 6, 7, and 

1 to 9. 

onal Bank...__ 1 to 4. Bank. __ • ___ 1 to 4. 

Bank.________ 1 to 9. 
Shelby NaUonal Ba.n.It... ______ .__ 1 to 9. 

DISTJUCT NO. 7-Continued 

DmUJf.6.-oontinued 

PowCn 
..... ted 

South Bend: Merchant! National 1 to 9. 
Bank. 

Terre Haute: 
MercbantaNational Bank~ __ ~___ 1,:: 3,S,and 

Terre Haute J'irst National 1 to D. 
Bank. 

Thorntown: Home National BaDk.__ I to 8. 
Tipton: Citizens National Bank _____ 1 to D. 
Wabasb: Finlt Natiooal Bank in Wa- 1 toD. 

bash. 
lOW'" 

Akron: First National Bank.________ I to 9. 
Arlington: American National Bank.. 1 to 3. 
Aurelia: First National Bank._______ I to D. 
Boone: CltiuosNationaIBank ______ I to 3 &DdS. 
Cedar Rapids: Merchants National 1 to .. 

Bank. 
Charles City, Citizens National Bank _________ _ 

Commercial NatioD8l Bank. ___ ~ 
harterOak: 

pencer: Clay County 
Bank. 

Storm Lake: CI.tizeDs First National 
Bank. 

Thornton: First National B8Dk... ___ _ 
Waverly: First National Bank ______ _ 
Webster City: Farmers National 

Bank. 

1 to 9. 
J to 9. 
1,2,3. and 6 
1 to O. 
I, 2, 3, and 5. 

1 to D. 

I to D. 

1 toD. 
1 toD. 
I to g. 
I toD. 

I to 4. 
ItoS. 

I to 9. 
1 tog. 

I to8. 
I toO. 

I toD. 
1 to9. 

I toD. 
I to D. 
I toD. 
I to 1. 
I too. 

I to 9. 

I toO. 
I to 9. 
I to 9. 
1 toD. 

I tog, 

I toD. 
I to 4, 
I toD. 
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DISTRICT NO.7-Contioued 

HlCIIIGAN 

(See _ district DO. 9) 

Ann Arbor: First National Bank &: 
Trust Co. 

Battle Creek: City National Bank &: 
Trust Co. 

Charlotte: First National Bank." ___ _ 
Coldwater: Southern Michigan Na.

tional Bank. 
Detroit: 

Manutacturers National Bank. __ 
National Bank of Detroit- ______ _ 

Flint: National Bankol Flint ________ _ 

Jackson: National Bank of lackson __ _ 
KaIamazoo: First National Bank &: 

Trust eo. 

Powvs 
granted 

1 to9. 

I toS. 

2. 3.5. attd8. 
1 to 9_ 

I to 9. 
I toO. 
1.2.3,5, and 

8. 
1 to O. 
1 to 9. 

Lapeer: First National Bank ______ . 2. 3, 5, 8ud 8. 
Monroe: First National Bank_______ 1 to 9. 
MB~n: Hackley Union National 1 to 9. 

Petoskey: __ 1 to.f. 
Port Bur 1 to 9. 

Savings 
Quincy: __ 2, 3, 5. and S-
St.Johns __ 2,3. 5. and 8. 
~w: Second ationa! Bank dr: 1 to 8. 

Trust Co. 
uW~.cny: Union City National 2,3, 5, and 8. 

WlSCONSIN 

(See also district DO. 9) 

BeaverDam: American National Bank ________ 1 toO. 
Old National Bank ______________ 1 to 9. 

'Beloit: Second National Bank _______ 1 to 9. 
Berlin: First National Bank_________ 1 to 9. 
Fond du Lac: 

FirstFondduLaeNationalBank.. 1 to 8. 
National Exchange Bank ________ 1.2.3,5. and 

8. 
Green Bay: Kellogg Citizens Na- 1 to O. 

tional Bank. 
Hartford: First National Bank______ 1 to 7 and 9. 
Janesville: First National Bank _____ I toD. 
Lake Geneva: First Nationnl Bank__ 1 to 9. 
Manitowoc: First National Bank in I to 9. 

Manitowoc. 
Marinette: First National Bank_____ 1 to O. 
Menasha: First National Bank __ . ___ land 4. 
Milwaukee. Marine National Ex- 1 to O. 

change Bank 
Monroe: First National Bank_______ 1 to 9. 
Neenab: First NationaJ Bank _________ . ___ 1 toD. 

National Manufacturers Bank___ 1 to 3. 
Platteville: First National Bank_____ 1 to 9. 
Racine: FirS' National Bank " 1 to 9. 

Trust Co. 
Ripon: FitstNational Bank ___ . ____ . 1 to 0_ 
Sheboygan: Security National Bank_ 1 to 9. 
Sparta: Farmers National BanL____ 1 to 9. 
Stevens Point: Cit.iten!: National Bank.. ________ 1 toD. 

First National BanL ___________ . lto8. 
Waukesba:WBUkeshaNationaIBank.. 1 toS. 
Waupun: National BIlDkof WaupllD_ 1 to 9. 
West Bend; First National Bank____ I to 9. 
Wisconsin Rapids: First National 1 to 9. 

Bank. 

DISTRICT NO .. S 

EI Dorado: First National Bank_____ 1 to 9. 
FayettevWe: .. Ftrst National BawL__ 1 to 9. 

DISTRICT NO.8-CODtinUad 

AllltAliSAB-COntinuad 

Fordyce: Firs tNational Bank _______ 1 to 9. 
Forrest City: National Bank of East- 1 to 9. 

kansas. 

I too. 
ank::::::: }:::: 
National 1 to O. 

Little k: 
Commercial National Bank ______ 1 to O. 
Peoples NatlonoJ. Bank __________ 1 to 9. 
Union National Bank ________ . __ . I toO. 

Newport: First National Bank ______ I to S-
Pine BlnJf: Simmons National Bank_ 1 to D. 
Texarkana: State National Bank __ ._ 1 to 9. 

ILLINOIS 

(Bee also district no_ 7) 

Alton: First National Bank &: Tru6t 
Co. in Alton. 

Bellevillo: Belleville National Bank _______ _ 
First National Bank .. ___ ._. ____ _ 
St_ Clair National Bank. ___ . __ ._ 

National Bank of Benld_ 
t Natlonsl Bank. __ _ 

Hill: First National Bank __ _ 
llie: Carlinville National 

ank. 
Carmi: National Bank of CBl1DL. __ 
Centnlla: Old National Bank. _____ _ 
East St. Louis: Soutbern Dlinoia Na-

tional Bank_ 
Edwardsville: EdwardsvilleNation-

al Bank &: Trust Co. 
Effingham: First National Bank ___ _ 
Highland: FIrst National Bank _____ _ 
Jonesboro: First National Bank.._._. 
Lebanon! First National Bank __ .. __ 
Mascoutah: First Natt.onaI Bank in 

Mascoutah. • 
Metropolis: City National Baok ___ _ 
Mil..lstadt: First Nationru Bank. ____ _ 
Murphysboro. First National Bank. 
Nashville: 

Farmers &; Mercbants National 
Bank_ Flnt National Bank ____ . _______ . 

Nntional Stock Yards: National 
Stock Yards NatiooaJ Bank 0' Na
tional City. 

O'Fallon: Flnt National Bank _____ _ 
Pltt8field: First National Bank. ___ ._ 

~:J:lia~T~~i::~B~:::-
IRDW" 

(See __ no.7) 

Bedford: Bedford NatiODBI Bank._._ 
Bicknell: Fint National Bank ______ . 
BoonvUle: First National Bank. ____ _ 
Brownstown; Him Na.Uon8l Bank __ 

cannelton: FirSt CSllDe)tOD Na--
tional Bank. 

Evansville: National City Bant. ___________ _ 
Old National Bank _____________ · 

1'011 Branch: FanD«8" MercbaDta 
National Bank. 

Madisoo: Fintt National Bant_. ___ _ 
Mitchell: Pint National Baok. ____ _ 
PetersbmF FinIt NaUoD81 Bank ___ _ 

I toO. 

1 toO. 
ltol). 
1 to9. 
I to3,51.o8-
1 toO. 
I to 9. 
1 to9. 

I to 9. 
1 toO. 
I toO. 

11.03,5107. 
and 9. 

I tog. 
I toO. 
I toO. 
I to9. 
I toO. 

1104. 
ltoliJ. 
1 to 8. 

I to O. 

t to 9. 
1 toU. 

1 tog. 
1\09. 
I to 3. 5107. 
110 8. 

Ito3.5to9. 
I to9. 
I toO. 
lto3.5tol 

andO. 
1103.6&0& 

I to O. 
1 toO. 
I co 9. 

1 toO. 
I to.5. 
2.3.111145. 
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DISTmCT NO. &-Continued 
INI>Ul'IA--eont.iDued 

Princeton: Farmers National Bank..... 1~~t.to7. 
Seymour: Seymour National Bank... I to 9. 
Tell City: . 

Citizens National Bank ___ .. ____ 1 to 7 and Q. 
Tell City National Bank._______ 1 to 9. 

Vevay: First National Bank...... ______ I to 9. 
Vtocmnes: .Amerlcan Natlona! Bank. 1 to 9. 
;~~:Farmers National Bank.. 1 to~. 

Peoples National Bank &: Trust 1 to D. 
Co. 

Washington National B~ ___ 1 to 9, 

lIlIlmJcrc 
C ....... dIstrlotDO •• ) 

Bowling Green-Amarican National 1 and "-
Bank. 

Danville: 

National Bank..____ 1 to D. 
ational Bank..______ 1 to 9. 
Nat10Dal Bank &: lto3,&toS. 

Citizens National Bank_________ 1 to 9. 
Farmers National Bank_________ 1 to 8. 

Elhabetbtown: First-Hardin Na.- 1 to 9. 
tional Bank:. " . 

P'rankIort: State National Bank..____ 1 to 9. 
Lawrenceburg: 

And8l'8l!Kl Natlon8l Bank. ______ 1003,& toO. 
Lawrenceburg National Bank ___ 1 to S. 

Lebanon: 
Citizens National BauL _________ 1 to 9. 

National Bank.. ________ 1 to 9. 
atiooal Bank._________ 1 to 6 and 8. 

~~~}~=:~i~B~--~ I to 9. 1 to 9. 
1 to O. 

M8yfieid: First National Bank._____ 1 to 9. 
MorganJ1eld: Morganfield National 1 to 9. 

Bank. . 
Paducah: Peoples National Bank..___ 1 to 9. 
Princeton: 

Farmers National Bank. ________ 1 to 9. 
First National Bank..___________ 1 to 3, 6 to 9. 

JIl9BII!IIIPPI 

(See 8Jso district DO. 8) 

Columbus: Firat ColumbUBN&.tIonal 1 to 9. 
Bank. 

Greenville: First National Bank_____ I to 4. 
West PolDt: Filst National Bank-_ I to 9. .......... 

(See also district 110. 10) 
Carrollton: Firat National Banlt....___ 1 to S. 
Columbia: 

___ 1 toO. 
__ 1 toS. 
__ 1 toO. 

lto9. 

I to S. 
1 toO. 

1 to O. 
1 to 9. 
1 to 9. 

1 to 9. 
1 to 4. 
1 to9. 

I to 9. 

ItoB. 

lto3.6~7' 
1 toB. , .... 

DISTRICT NO. &-Continued 
JII88Ovm-continued 

Unionvill6: Marshall National Bank_ 
Warreosb1ll'l: Peoples National 

Bank. 'fENNESSEB 

( ... also dlstrlot DO. 6) 

D=,""" _ .. CltiJoDs National 

Jackson: First National Bank. ___________ _ 
National Bank of Commerce.. __ _ 

Memphis: First National Bank ____________ _ 
National Bank o( Commerce in 

U:f:J~iersNatiODalBank& 
Trust Co. 

Union City: Old National Bank ____ _ 

DISTBJCT NO.9 

St. Paul: 

lto3,lito7. 
1 and 4. 

,. 
t tog. 

1 to 9. 
1 to 9. 

J to 9. 

1109. 

1 to 8. 
1 toS. 

1 toO. 
I,2.3.and5. 

1 to5. 

1 to 9. 
1 toD. 
1 toD. 
I to 9. 
1to3,5to9. 

1 toO. 
1 to 9. 
1 toD . 

1 to 9. 
1 to D. 
1,2,3,5,8, 

S, andD. 

1 to9. 
1 to D. 
1 to D. 

I to 9. 

1 to 9. 

1 to 9. 
1 to 9. 

1 toO. 
I toD. 
1 to D. 

American National Bank ________ 1 to O. 
Empire National Bank. &; Trust 1 to O. 
Co. 
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DISTRICT NO.9-ContiDued 

JlINNBSOTA~ontlDued 

tiona • 

Powers 
granted 

Wo.seca: Farmers National Bank.___ 1 to 9. 
Windom: First. National Bank._____ 1 to 9. 
Winona: 

First National BauL.___________ 1 to 9. 
Winona National &: Savings 1 to 9. 

Bank. 

rst ational BlUlk.... __________ _ 
Oreal. Falls National Bank _____ _ 

Helena: First National Bank & 
Trust Co. 

Kalispell: First National Bank. ____ _ 
Lewistown: National Banko! Lew" 

town. 
Lllt~to~D~atlonal Park Bank in 
Miles eft)": First National Bank. __ _ 
Missoula: First National Bank-. __________ _ 

Western Montana National 
Bank. 

NORTH DAKOTA 

Bismarck: 

I to 9. 
I to 9. 
1 to ... 

lto7and9. 

I to 9. 
lt04. 
I to 7 and 9. 

I to 4. 
I toU. 

I tog. 

I to 9. 

1 to 7 and 9. 
I toS. 

D~ta National Bank 4: Trust 1 to 9. 

First National Bank.____________ 1 and 9. 
First National Bank.____ 1 to 9. 

First Natlow Bank.... •• ___ 1 to 4.. 

at1'~l!!""'.&T< .... Co. 1 toD. 
MercbaDta Bank &: 1 to SI. 

Trost Co. 
Grafton: Gratton National Bank. __ _ 
Orand Forks: First National Bank 

in Orand Forb. 
lamestown: 

James River National Bank " 
Trust Co. National Bank. ________________ _ 

Valley CUy: First NatIonal Bank ___ _ 

BO'D'!B DAIO'U 

1 to 9. 
lto9. 

I to9. 

I to9. 
1 toU. 

" lto'. 
ank &: Trost Co. I to 9. 
lonal Bank. _ .__ I to "

National Bank:. _ I to i. 
National Bank I &0 9. 

&: Trust o. 
Clear Lake: D .... Coanty National 1 to D. 

Bank. 
Deadwood: First Nattonal Bank ____ . I to 9. 
Buron:NattODal Bankoflluron..._ .•• 1 to 9. 
Lake Nonien: Fint NstJooal Bank I to 3" 6loS. 

&: TrwJt Co. 
Lead: FIrst National Bank __ •• ___ .__ I &0 9. 
Miller: First National Bank. __ . ___ ._ I to 9. 
Rapid Oity: Firat NatioDal BaD.II:_ _ _ 1 &0 7 and ~. 

DISTmCT NO. t-ContlDued 

SOUTH DAKO'lA.-eQntinued 

Sioux Falla: 
CltileDl National Bank &: Trust 

Co. . 
First National Bank &: Trult Co_ 
Securlty National Bank 4£ Trust 

Co. 
Watertown: First Citizens National 

Bank. 
Yankton: First Dakota National 

Bank: " Tru8t 00. 
WISCONBIlf 

(See also distilet no. 7) 
BarroD: First National Bank. ___ • __ _ 

CbiV:s~'k~~:~~ Bank ...•. _______ • 
Lumbermens National Bank._ •• 

Eau Claire: 
American National Bank &: 

Trust Co. 
Unioo National Baok __ . __ •. ___ . 

Menomonie: First National Bank._. 
Suporlor: 

First National Bank. ___ ....•.•. _ 
NatlonaJ Bank of Commerce ..... 

DISTWCT NO. 10 

COLORADO 

: National State DaoL. ____ _ 
First National Bank. _______ _ 
it: looal Bank ________ .. __ • 

County National BaWL 
Center: First National Bank. ___ • ___ 

COl'b~:~op National Bank. 
Exchange National Ba.o.k_._oo. __ 
First National Bank-.oo ____ • ___ _ 

Denver: 
American National Baok. ______ _ 
Colorado National Bank-_. _____ • 
Denver National Bank .. _. _____ _ 
First National Bank. ___ •• _~~ ____ _ 
United States National Bank ••• _ 

Durango: Boms National Bank_ •• __ 
E~~n~~ Natlonal Bank of Eagle 

Bank ___ _ 

G 
H 
Las A.o1ma8: Firat aUoDal Bank. __ • 

Lonf:~i.tJonal BanL __________ •• 
Longmont NaUonal Bank •. __ • __ 

Montrose: Montrose NatlonaJ Bant._ 
Ordway: FinI\. National Ban.ll:. __ ._._ 
Walsenburg: First NationaJ Bank _._ 
Windsor: F1rJt. National Bank. __ • ___ 

Anthony: 
Citizens National Bank... _______ • 
FlnJt National Dant ______ ._ ..... 

ArkaDBBI Cl'Y: Home NaUonal 
Bun&. • 

Alebison: City National Bank ______ _ 
Cbao:u&e: J'lnt Nauonal Baak.... ____ _ 

Powers 
"",nted 

1 toD. 

I to 8. 
I to 9. 

I to 9. 

I to 9. 

1 to3. 

I to D. 
I toO. 

I to D. 

I toD. 
I toO. 

I to1. 
t to 9. 

1 tog. 
I to3,3 &09. 

1 to9. 
I to 4. 
I to 4. 

t toO'. 
ltoD. 
I to 9. 

I to 7. 
I to It 
I toO. 
I toll. 
I to9. 
I to 7. 
I to .. . 

I to .. . 
I to 9. 
I to 1 and 9. 

1 tool. 
t to 3, 3 to 7. 

I to 9. 

I toi. 
I too. 
I toi. 
I to 3. 
I toO. 

I to9. 
I to9_ 
I toO. 
1. 
1 toO. 
1 Co 4. 

1108. 
1104. 
1 toO. 

I toO. 
1100. 



FIDUCIABY POWERS . 

Powen 
granted 

DISTRICT NO. ID-Continued 

JU.lII1A8-OIlDllDuod 

ColfeyviDe: 
Condon National Bank...________ I to S.li to 9. 
First National Bank.. ____________ I to 3 and li. 

Dodge City:. First N8UonBl BanJt.. ___ 1 kJ 9. 
Em-,": 

CitiseDs National Bank_________ 1 to 9. 
Commeraia.J. National Bank III 1 to 9. 

Trust Co. 
Fort: Boo": Citizens National Bank_. 1 to 7 and 9:. 
Horton; First National Bank.._______ I to ~ 
Butchimon: 

Lawrance: 

1 toO. 
1 to S. __ . ____ I tot. 

__ I toB. 
I toO. 
lto8and6. 

First National Bank...___________ 1 to 8. 
Lawrence National Bank________ I to 8. 

Leavenworth: First National Bank__ 1. 

)~~~r~~~~ 1 to D. ~~. 8D.ii::::': t =~: 
Miam.i County National 1 to D. 

Jll88011Jll 

(Bee also dlstrict DO. 8.) 

1 toO. 

lto6andS. 
1 toO. 
lOOU. 
1 to3. 
1 toO. 

I to D. 
I toO. 
I toO. 
I too. 
I toO. 
I too. 

I toO. 
}:tmdo~ 
1 toD. 
I toO. 
I toD. 
I toD. 
1 to D. 

1 toO. 
St. Joseph: __ po I to D. 

American Natlonol BBDk_"-______ I to D. Burns Natiooal Bank ____________ I to 4. 
Tootle-Lacey National Bank ____ • I to 8. 

liBBL\8K4 

I to3.aloO. 
I to3. 
11.09. 
I toS. 
lto9. 

_ I taD. _____ 1 to 9. 

DISTRICT NO. IQ-I.Continued 

NBBRA.SJU-continued 

LJncoln: 

Po...,. 
granted 

Oontinental National Bank...____ I to 9. 
First National Bank...____________ I to 9. 

Lyons: FIrst National Bank_________ I to u. 
Nebraska City: Nebraska City Na- I to D. 

tional Bank. ' 
Omaha: First National Bank.. ____________ I to 9. 

Omaha NatloD.al Bank.__________ I to D. 
United States National Bank ____ 1 to 9. 

Ord: First National Bank in Old____ I, 2. and 6. 

Stillwater: 

I and 3007. 
t toO. 
4. 

I to D. 

t to 9. 

2 and 3. 
t to 7. 
t toO. 

1 toO. 
I toO. 

BoD. \ 
I to 9, 
1 to 0, 
1 toD. 
lto78Od9, 
1 toO. 
I toU. 

First National Bank_____________ 1 to 9. 
Tw!~Wwater National Bank._______ 1 to O. 

First National Bank &: Trust Co_ 1 to D. 
Nat.ional Bank of Commerca.____ 1 to 3, 6 to D. 
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DISTRICT NO. to-Continued 

WYOMING 

BuftaIo: First National Bank _______ _ 
Casper: 

Casper National Bank __________ _ 
Che~~~IDg NationBl B&Ilk _______ _ 

American National Bank. ______ _ 
Stock: Growers National Bank. __ 

COdJirst National Bank ____________ _ 

DISTRICT NO. 11 

ARIZONA 

(See also district no. 12) 

Powers 
granted 

1 to 4. 

1 to 5. 
1 to 9. 

1 toU. 
I toD. 

ltoD. 
I and 4. 
1 to3, 
I to 5, 
1 to 3. 
1 to 8. 

I to D, 
I to D. 

I to D. 
I to D. 
I toD, 

~~=:C~::l~~:a~:~BaIik: ~ =~ 
LOWSIANA 

(Bee also district no. 6) 

Homer: Homer National Bank. _____ J to 8, 
Sbreveport: 

Commercial National Bank in __ J tAl D. 
First National Bank _________ .:._ 1 to 9. 

HEW MEDCO 

(See also district no. 10) 

Roswell: First National BaDk •• _____ J to 3, 
SUverCity: American NatlonaI Bank. 20nd 3. 

OKLAB01U. 

n=furant National Bank fn 1 to 3, I) to 8. 

Abilene: 
'l'BX,. 

FIj)"an'r &: Merchtm18 National 1 to O. 

f=~:F~r;~g~~IB~:::::: }to9. 
Austin: 

American Natfonal Bank. ______ _ 
ADStin NatIonal Bank. _________ _ 

Bay City: First National Bank.. ___ _ 
Beaumont: 

American National Bank. ______ _ 
First National BauL ___________ _ 

Bonham: First National Bank-___ _ 

:::::{~;a#&:~~i~~J=ic:::::: 
Brownsville: State National Bank __ _ 
Cameron: Citizens National Bank.. __ 
Childress: Fint- National BauL ___ _ 
Colorado: City Nat-Ioual BanJL ____ _ 
Corpus Cbristi: Corpus Christi Na.-

tional Bank. 

I toP; 
1 to 9. 
1 and ... 

1 to 9. 
1 toD. 
lto3,5to7. 
1 to 3 a.nd 5. 
1 to7 nnd 9. 
1",9-
1 to 9. 
1 tog. 
1 .... 
1 to 7. 

Corsicana: First National Bank _____ 1 to D. 

Dall~ National B8Ilk In__________ 1 to D. 

::i~~~:iJ~1f=:~ruBi-1 : =:: 

DISTRICT NO. II-Continued 

TBXAs-contlnued 

Powers 
..... ted 

Del RIo: Del Rio National Bank.___ 1 to D, 
Denison: 

Citizens National Bank.. _________ 1 to D, 
State NatIonal Bank _____________ 1 to 9, 

EI Paso: 
1 to 9, 

ti~naijjaniL t:::: 

n tates National Bllok ___ : 
Granger: First National Dank. _____ _ 
OreenvllJe: Greenville National Ex-

change Bank, 
Houston: City National Bank. ____ . ____ • __ 

First Natlona) Bank in Houston_ 
National Bank of Commeroo ____ _ 
San Jacinto National Dank. ___ __ 
Second National Dank .•• _______ _ 
Soutb Teus Commercial Na-

tional Bank. State National Bank. ___________ _ 
Union National Bank ___________ _ 

Italy: First National Bank _________ _ 

~iDcfr:~~~: WI~\ ~~~~~~ ~~~~:::: 
LongView: First National Bank. ___ _ 

McKinney; Collin County National 
Bank. 

Marla: Marfa National Bank ___ ~~ __ _ 
Marshall: 

First National Bank. __________ ._ 
Marshall National Rank .. ______ • 

Midlaud: Midland National Bank __ 

Port Arthur: 

1 to 9. 
1 to D. 
1 to 9. 

1 to D. 
1 to D. 
1 toD, 
I toD, 
land 2. 
I to., 

I to D, 
1 to 9. 
lto711Dd9, 
1 to D. 
1 to 7 and 9, 
1 toD, 

I toD, 
I to D. 
1 to 9, 
1 toD, 
1. 
1 to 3, 5, 

and 8, 
I tog. 

1 to 9. 

lto3andli. 
1 to 6. 
1 tog. 

First National Bank_. ___ ._. _____ I to 6. 
Merchants National Bank_______ I to 9. 

San Angelo: Central National Bank __________ 1 to ... 
First National nank._ .. _._______ 1 to D. 
San Angelo National Bank. _____ 1 to9. 

San Antonio: 
Alamo National Bank ____ • ______ I to 9. 
Frost National Bank ___ • ________ 1 to 9, 
Groos National Bank ___ •. _______ 1 to 9. 
National Bank 01 Commerce_____ 1 to 9. 

Seguin; First National Ban" ________ 1 to 9, 
Sherman: Merchants &: Planters Na- 1 to 9. 

tlonal Bank. 
Stanton: First Nationa) Bank ______ • I to 3. 
Stephenville: Fanners-First Natlooal 1 to 9. 

Bank. 
Teague: TeagUe National Baok______ I to 9, 
Terrell: American Natioual Bank .. __ I to 8. 
Texarkana: Texarkana National 1 to 9. 

Bank. 
Troup: First National Bank. ______ ._ 1. 
Tyler: 

Citizen! Natfonal Bank__________ I to 9. 
POOl'Jes Satlonal Bank. _________ I to 9. 

Victorta: Victoria National B8nk~_.. I to 4. 
Weco: 

Citi%.en9 National Bant__________ I to g. 
First National Bant _____ ....... _ I to If. 

WiehiLB Falla: First NaUona1 Bank__ I to It 



FIDUCIARY POWERS 25~(J 

DISTRICT NO. U 
ALASltA 

Powers 
gran .... 

FaIrbanks: First National Bank_____ 1 to 9. 

AlUZO"'" 
Pboe.ni%: First National Bank_______ 1 to 9. 
Winslow: First National Bank~_---- 1. 

CALlFO ....... 

Bakersfield: First National Bank____ 1 to 9. 
Beverly Hills: Beverly Hills Na- 1 w,D. 

tional Bank &: Trust Co. 
Fullerton: FJrst National Trust &: 1 to 9. 

Savings BBDk. 
Long Beach: California First Na- 1 to 9. 

tional Bank. 

Los t1'i=::Nationa! Trust &- Sav- 1 tOO. 
logs Bank. 

Farmers Ie Merchants National 1 to 9. 
Bank. ' 

Seaboard NationaI.Bank.________ 1 to 9. 
Becuri.ty-First National Bsnk___ 1 to 9. 

Mountain View: First National 4. 

o 
P 

Bank. 

1 to S. 
I. 

,riilB~~k:~:::;:1 : ~ ~: 
Lewiaton: Lewiston National Bank._ 1 to 9. 
Moscow: lI'trst National Bank.______ 1 to 4. 

I_ BBVAD.A.. 

Reuo: Flnlt National Bank in ~eno __ 

ORBGOlf 

1 to 9. 
I to 9. 
I to9. 

Eugene: ------ 1 to 9. 
Finlt National Bank •• ___________ 1 to 9. 
United States National Bank____ 1 to 9. 

DISTRICT NO. 12-0ontinued 

OREOON-COntinued 

&4. WAJu..N I8L.UfD8 

Poweno 
gran .... 

1~~~.to7. 
1 toa. 
I toD. 
I~Uto7. 

1 to8. 
I toO. 

I toD. 
I to9. 
I to9. 
I too. 

1 to9. 
I toD. 

1 to9. 
I to o. 
2,3. lito 8. 

lto7andO. 

1 to 4. 

lto3and9. 
1 to 9. 
1 to 6 and D. 
1 to 9. 
lto 1 BudO. 

__ 1 to 6. 
Uoa. 
I to 9. 

1 to 9. 
1 to 9. 
1 to 9. 
1 t09 • 

•• 1 toD. 
I to 9. 
I to 7. 

I toD. 
I too. 
I toD. 
I toD. 

I toD. 
t to 9. 

1 to 9. 
I to9. 
I to 9. 
I to D. 

I to 9. 
t to 9. 
I to 9. 
I to 9. 

Bonolulu: Bishop National Bank of 1 to 8. 
Hawaii at Honolulu. 

Nou.-Tbe above list does not include the names ot noUona) banks which have received permission 
to admlWster trusts translorred to thom in connection with the acquisition of assets ot other banking 
lDatl.t.utioDl, but wbfob bave Dot been granted the right to accept new trust bllSinesa. 
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DESCRIPTION OF FEDERAL RESERVE DISTRICTS 

Federal reserve district 

No. I-B09toD _________________________________________ .. _____ .. _________________ _ 
No. 2--New York .. ___________ .. __________________________________________ • ______ _ 
No. 3-PhDadelphla .. _______________________________________________ ._. ________ _ 
No. ________________ .. _______ ..... ___ ..... ______________ ...... ____ .. ____ _ 
No. • ___ .. ___ .. _____ .. ___________ .. ______ .. __________________ .. ______ _ 
No. 6-- ____ .. _____________ .. _____________ .. _ .. _____ ._ .. _ .. ______ .. _ ... ____ _ 
No. 7- ____ • ___________________ .. _ .. _ .. _ .. _________ .. _________ .. _ •• ___ .... 
No. ________ .. _______ • ________________ .... _____________ .. _________ .. _ 
No. 9- ____ .. _______________________ .... ____________________________ _ 

No.1 
No.n 
No.1 

Total ________________ .... _______________________________ .. __ • ____ • _______ ....... 

FEDERAL RESBRV!:I DIBTRIC'l'S 

Dm'1'BlC! No. I-Dos'1'ON ___________ .. __________________ ...... _ •• _ .. _. __ .. ___ .. ___ • __ ... 

Connecticut (excluding Fairfield County) __ ....... ____ .... _____ ............... _. ___ • __ • 
Maine_. ______ .. __ .. _ ...... __ •• ________ ..... _ .... _. __ .... ___ • ___ ....... _ .................. __ ...... __ 
Massachusetts. ____ ... _ .. _ .. ______ • ___ .. __ .. _._ ..... _ .. __ ._ .... __ ...... __ ..... _ ... ___ ........... _ 

~~:d~=~~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Vennont_._ .. ____ .. ____ ................... __ .... __ .. _ .. _ .... __ ............ __ .. _ ..... ___ ......... _ ........ . 

DISTIUC'l' No, 2-NJljw yOBlt.. __ ... _____ .. __ ... __ ._ .. _ .. _ ............. _ ... _____ .... ____ .. _ .... .. 

~::.n~!;~~~~~~~~~~~~~~::::::::::::::::::::::::::::::::::::::::::::: 
Count-las 01: 

Bergan Hunterdon Morris 8us:aes: 
Essex Mlddle9O.I Pll8S4tc Union 
HudsoD Monmoutl,1 Somaneli Warren New york ________ .......... _ ..... _ .... _____________ .. ____ .. ___ ...... _ .. _ .. __ ..... __ .. ___ .. __ ... 

D'STBJC'1' No. a-PD~ELPHIA._ .. ___ ...... __ .. __ ..... ______ .. _ ........ ___ ...... ______ .. _____ •• 

Delaware __ ........ _ .... ~ ... ___ ....... ~_ ...... ___ ~ __ .............. ____ .. _ ...... _ .......... _ ..... __ .. __ ••• _ 
New Jersoy ... ____ • ___ .. ______ .... ___ .......... _ ............ _. ___ .......... _ .. _ .... __ ......... ____ _ 

CounUesof: 
Atlantic Cape May 
Burlington Cumberland 
Camden 

Gloucester 
Mercer 

0 .... 
Salem 

PeDDJYIC:~t~~rn part) _______ • ____ .. ~ ....... ____ .......... ____ ...... ____ ... _ .. ____ _ 

Adams Clinton Lebanon PhtJadelphla 
Bed(ord Columbia Lehigh Pike 
Berks Cumberland Lozeroe 

....... 
Carbon 
Center 
Chaoter 
Clearfield 

Dauphin LycomJ.ng 
Delaware McKean 

MLfHln . 
Monroe 
Montgomery 
Monwur 

Juniata Northampton 
Lackawanna Northumberland 
Laocaater Perry 

Land area Population 
<::toua .. July 1, 1004 

.. I (eatlmated) 

------
61,345 '1,931,000 
61,800 ]6,740.000 
86,842 7,732,000 ,.,424 11,689,000 

162,316 11,244,000 
248,226 11,618.000 
]110,613 
194,810 

18, 967. 000 
9,791.000 

4U,00l 6,427,000 
480,438 8,071,000 
386.116 7,2601,000 ....... 10,142,000 

2,11'13,716 120,426,000 

61,W 7,931,000 

4.189 1.266,000 
29.896 804.000 8,"'. ',a3h,noo 
9.031 ~~g:~ , 1,007 
9,124 361,000 

61.890 16,749,000 

~" 399,000 
3,tIO. 3,291,000 

47.M4 )3,0.50,000 

36.1U2 7,732,fXXJ 

~ ... ""2,000 ..... 1140.000 

ao .... ...... 000 



DESCRlPTlON OF FEDERAL RESERVE DISTBICTB 

FlmllBAJ. RaUBVJI DnmnC'l'lt-ContiDued 

lAnd are P~tlOD =- ~ .. ~::~ 
-1>ImIIl:<--N-•• -4--(Ju--VIlLAlm--•• -••• -•• -_-••• -._-.-••• - •• -•• -••• - •• -•• -_-••• - •• -•• -••• - •• -•• -_-••• ·1--78,-.,.-1" 11 ..... 000 

Kentucky (eastern part) .. ___ ... ________________________________ .... __ .... _____ 17.61t 1,270,000 

ConotJesof-
Bath !'lemJDB Lawnm. Nicholas 
BeD Floyd Lee <>waJ.ey . 
Boone Garrard' Leslfa Pendleton 
Bourbon Lekilier Perry 
Boyd Lewis Pike 
Bracken lJncoln PaweD 
Breathitt McCreary Pula8ld 
CampboU . aclmon MadIson Robertson 
Carter Jessamine MagofllD RookcasUe 
Clark 1ohnson Martin Rowan 
Clay XantoD. Mason Beo" 
ElUon Knott Menifee WhltlQ' 
Estn1 Kno% MontgODW7 Wolfe 
Fayette Laurel lI40rpn Woodford Oblo. _____ • _____ ••• __ •• _. __ • _______ ._. __ •• _ •••••••••••••• _ •• _ ••••••••• 

PeDDSYlo:~tt~ pan) .. --------------------------------.... ---------
Allegheny .Cmwtord IndIana Venango 
Armstrong Erie Jefferson WaneD 

ount 
Ada ... 
Amite 
ClalborDe 
Clarke 
Coplab 
CovlDgtou, 
P ..... , ¥lan_ 
g: 
s-II: 

·Fayette Lawrence Washington 

~= =" ,W8B~d .... l_ •• _ ••• __ ._ •.•••.•• _ •••••••• _ •••••••••••••••• _ 

tist . 
St. Landry 
St. Marti» 
St. Mary 

Bap-

Tangfpahoa 
Terrebonne 
VermJllon 
VernoD 
Washington 
We81. B .. &'OD 

W~~fellolana 

Coupes St. Tamman,. 
~ .... l._ ..•.•.........• -.•...... -...... -... -..• -•• : .. 

Harrison LaWl'OllCI Scott 
Hindi Leake Shorkey 
IBsn.QU8Da Ll.ncolJl on 
JacboD Madison 

~:,rer8OD =~~ 
JelfenoD D&1'1I Nlnvtoo 
lollel Pearl RIver 
Kemper Pen'J' 
Lamar Plb Lauderdale _ 

40.740 
13,'" 

1,00II 

26,619 

8.836,000 
8,276.000 

207,000 

986,000 
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FBDIIBAL RIISIIBVIII DIsTRI~Continued 

Fodera! "".rve aiatrlot 

------------------------------1--------
DJ.8TBIC'l' No. 8.-A'lLANu-Oontlnaed T8llIl8IIIIM (eastern P&.rt>._ .. ____________ .. ___________________________________ .. 

Oonnttesof-
D GOes 

Cannon 
Oarter 
Oheatham 
Claiborne 
Clay 
Cocke 
CofIee 
Cumberland 
Davidson 
DeKalb 
Dickson 
Fentr&sS 
lI'raDklln 

Grainger 
Greene 
Grundy 
HambleD 
HamUtoD 
Hancock 
HawkIDs 
Hickman 
Houston 
Humphreys 
1ackson 
Jefferson 
Johnson 
Kno. 
Lawrence 
Lewis 
LinoolD 
Loudon 

McMinn 
M"'D 
Marion 
Marsball 
Maury 
M.1gs 
Monroe 
Montgomery 
Moore 
MorgaD 
Overton 
P • .....,. 
Pickett 
Polk 

Rut.herlord 

nJeol 
Union 
Van Buren 
Warren 
Washington 
Wayna 
White 
WWlamaon 
Wilson 

mlnols (northern P&rt> __________ .. ____________ .. ___________________________ .. _ 

Countlesol-
Boone Ford LIVingston Rock bland 
Bureau Falton Logan SBogamoD 
Carroll Grundy McDonough Schuyler 
C88S Hancock McHenry Shelb, 

g~:f!lPl 1:~ersoD ~:~ :~~onsoD 
8~fJ fo'>~~~'e88 ~::~ ~:;en:":D 
Cook Kane Menard Warren 
Cmnbedand Kankakee Mercer Whlte&1de 
De Kalb Kendall Moultrie WW 

E::~ f::: ~::1a ;:=t!:f° 
Du Page La SaDe Platt 
Edgar Lee Putnam 

Jndlanad~=:o~)-----·-·······- .. ··-.. ------------------.. ·--------.. ---
Adams FountBin La Porte Ripley 
Allen Franklin Madlsoo Rush 
Bartholomew Fu1ton Marlon Bt. Josepb 
Benton Grant M8I'1Iball Shelby 
Blackford HamUtoD Miami Starke 
Boone Monroe Steuben 
Brown MontgomeJ'7 Tippecanoe 
Oarroll Morgan Tipton 
Casa Newton Union 
Clay Huntington Noble VermllUoB 
Clinton lasper Ohio Vigo 
Dearborn 1.y Owen Wabash 
Decatur Jeitnlnlll Park. WarreD 
De Kalb lohnson Porter Wayne 
Delaware Kosciusko PulMkl WeIll 

~~~= ~ ~do4tb ;~:r.y lowa .. ___________________________ .. ____ .. ___ ..... _________ .......... __ .. ___ .... ___ .... __ _ 
Michigan (southern pari) .. _________ .... _ .. ______ .. ___ .. ____ .. __ .. ___ .. __ • ______ _ 

CoWltiUOE-
AlconG Eaton J..epeer Ogemaw 
Allegan Emme' Leelanau Osceola 
AI~na ~oo. unaw. O~ 
Antrim Gladwin Llvtngston Ocaego 

BraD 
Calboun 
C ... 
Obarlevolz 
Cbebonm 
(J1aInI 
OUnton 0 .. _ 

GRlDd Travene Macomb Ottawa 
Manlatee Presque lIJe 
MBIIOD RoacommoD 
Mecosta Baelnaw 
Midland 8t. Clair 

__ 
Monroe 
MOD_ 
MOD_ 
MuakegoD 

=r 
0 ..... 

so. .&1 1,870. 000 

190. 613 18,967,000 

36, «8 6. 696. 000 

611i.588 2.486,(01 
40.7111 4, 7~.ru: 



DESCRIPTION OF FEDERAL RESERVE DISTRICTS 

FlmIlBAL Ri:8lIIRVlI DIII'l'IU~Continued 

DIBTBlC!' No. 1.--cmc.oo-Oont1nued WiICODSiD (southern PIIICl ______________________________________ _ 

Oounu'esoE-
Adama Green Lab 
Brown. Iowa, 
Oalamet J'aclcIon 
Clack letrerson 
Columbia Juneau 
Crawford Kenooha 
Dane Kewannee 
Dodge Lafayette 
Door LangIade 
I'ond do. Lac Manitowoo 
Gran&: Marathon 
Green Marinette 

Richland 
Roell: 
"auk 
Shawano 

Shebonan 
Vernon 
Walworth 

;~ 
Waupaca 
Wansh .... 
Winnebago 
Wood 

D~ No. 8--ST. LoVIB-__ .. ________________ .• _________________________ .. 

ArIomsaL.. __________________________________________________________ _ 

Illinois ~u:::;:=:)-------------------------------------------------- .. 
AdaDuJ Frank1lD. Maeoupln Randolph 
A.lemDder Madison 
Bond Marlon 
Brown Massao 
Calhoon Monroe 
Clay lackBon -MODtgoDl6l'J' mon 

g~~ord ~:fl:'son ~~ ;:!W~D 
EdwardJ Jersey Pike Wayne 

:~ ~~ ~ ;Ln 
IDdlaais =:O.e')-------------------------------------------------

Olark Greene Martin 
Crawford Barrisoll Orange 
Davleaa laeksoD Perry 
Dubola leftefllOll Pike 
Floyd Kno~ Posey anick 
Gibson Lawrence Scott WasbiDgton 

Kentu~=:mof .. ~i.)---.. -.. --.. - .. --.. -----.. --.. - .. -.. --.. ----.. -------------

ti:!:' ~~~d fec:l!:OU: ' 8rJ&am 
Danest Larue 
Edmonson LlViDgston 
Franklin Logan 

Lyon 
McCraebn 
McLean 
Marlon 
Marshall Trigg 
Meade Trimble 
Mercer UDlOD 

Carron Metcalfe Warren 
Cnsey endenon Monroe WasblDgtoD g=:n ru~ ~=bers ;:6:r!r 

lIlulBsJB~~3!.th~ pan)-------~--------------------.----... ---.-.----~---
Alcorn De Boto MODroe Tate 
Attala Tlppah 
Benton TilhomlDIlO 
Bollvar )'I Tunica 
Calhoun wam a Vnlon 
2~~~w Lee yette ;~~n 
Chootaw Leflore . Winston 
~oma ~~h'!3f YalobUlha 

194.810 .. 791.000 

62. 626- 1. 876. 000 
:11.696 1,281,000 

9,338 621.000 

22. 667 1,387,000 

20.848 1,072.000 
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hDmRAL RIIeJlRVII DIBTRICTS-Contlnued 

Federa1 Koremo dJsIrIcl 

DI8'fB1C'I' No. 8-S'l'. Lovm-OontlnU8d' . MlI80urt (eastern par~) _____ .. _ .. _ .. _____________ .. __ • _______ .. ___ .. _ .. _______ .... __ _ 
OoeU.of-

Adair Dong181 Maries Reynolds 
AudralB Dunklin MarloD' 

Franklln Mercer 
Gasconade MWer 
Greene Mississippi 

randy Momteau 
Monroe 
Montgomery 
MorgaD 

amdeD New Madrid 
Oape Girardeau ow Oregon 
Carroll Iron Osage 
Carter 1efferson OAl'k 
Oedar 10hIJlOD Pemlaoo&; 

g=:: ~!d8 ~:m; 
Clark Laf&yette Phelpli 
Cole Lawrence Pike 
Cooper Lewts Polk 
Orawford LlDCoiD Pulaski 
Dade Linn Putnam 

R~-:.. M=:toD ~D~OIPb ;:~:t!r 
Dent MadI80D Bay Wright 

TeDD~~~:::r!an) _____ --.. -----___ .. ________ .. _______________ .:---------
Benton Fayette Benry Shelby 
Carroll Gibson Lake Tipton 
Chester HardeIDaD Lauderdale W8ak1.,. 
Crockett Bardin McNairy 
Deoatur Haywood MadlloD 
Dye.t HeuderloD Obion 

t.nd area POPDlatiOD 
(oQuare luly I. I .. ' 
mnOl) ( .. IIm.ted) 

10.736 .... 000 

DIBIBJC'1' No. ~MDOOIJ.I'OU8 __ " _______ " __________________________________ • __ 1-_c-_I---'--'-,-

MI~o<:n"tf!:.~~)---""-···--------·"·-·---·····-------··"--··._ .. ----
4t4.CXN "..,.000 

111,691 336,000 

Alger DlokinloD Keweenaw :Meuomluee 
Baraga Oogeblc Luca ODtonagOU 
Chippewa BoughtoD Mack1DaC 8cboOlcraft 
Delta IroD Marq,oet&e MI1UleIIOta ....... ___ • __ • _______ .. _ .... ______ ...... _ .................... _ ......... __ ................ .. 110,808 2,602,000 

1~t31 1631,G06 
70, 183 688.000 

'Ie::~;:..pa;;f:::::::::::::::::::::::::::~~~:::::::::::::::::::: 
7~'" 70fi,OOO 
23,27" 66f1,OOO 

~::Clafre ~::~ ~~;r: 
P'Joreuoe Pierce Trempealeau 
Fon.t Polk VOU 
Iron PrIce Waabbum 
Lao.... Rud: 
LlDcoID eo. c_ 

UIMBIC! No. lO--~ 0J7J' __ .... _,.." .... ___________ ............. _ .............. ____ ....... _. ....... 8,071,000 
Colorado_ .... __ .. _ .. _______ .... __ ..... _____ ... __ .... ___ ...... ______ .. ___ .. _ .... _ .......... __ 1<anML-____________________________________________________________ • 

Mlsaourf~:n~) .. --.. --....... - .. --.. " ........ - .. - .. - .......... --.. - .. --.... --..... ---_e. 
, ...... 1,066,000 
81.71" J,QM,OOO 
'0. ... .....000 

r:.:.. 8:; r.:.o.. r~w., 
1:;:0 ~::b ~~4 ~on: 
RucbaDaD OeD.... N_ 

=:~;;o .. {Dciibem .. DU1;:::==:=::::_..::::::::::=:::=::::::: 
COODUelot-

.,.,. 1.306,000 ...... "'.000 
BerwoIlllo Men BoD MI.... v_ 
Oollal: Rio .Anft. Santa 1'. 

~~y =~= =-
Populldcm Apr. I, lvao; decnuId 1., to lGIOj DO .l1rnace made. 
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FJ:DllRAL RB."BVII DIBT1UCTII-Continued 46 
Federal nwerve diatrlct 

-------------------------------1--------
DJB1'BJC'I' No. lo-KANBAI OrrY-OOutinned Oklahoma (Dorthwesternpart)_~ ______________________________________ ._ BI,'TTO 2.314.000 

Conntiesol-
Adair EDIs Logan Pontotoc 
Alfalfa Garfleld Love Pottawatomle 
Beaver Garvin McClain Roger MUls 
Beekham Grady McIntosh Roger! 
Blaine Grant M~or Seminole 
Caddo Greer Mayes Bequoyab 
Canadian Harmon Murray Stephens 
Carter Harper Muskope Teus 
Cherokee Haskell Noble Tillman 
CImarrOn Hughes Nowata Tulsa 
Cleveland Jackson Okfuskee Wagoner 
Comanche leffemon Oklahoma Wash1ngtou 
Cotton Kay Okmulgee WasbJf.a 
Craig KiJigflaber Osage Woods 
Creek Ktowa Ottawa Woodward 
Custer Latimer Pawnee 
Delaware I.e Flore Payne 
Dewey Lincoln Pittsburg WyomiDa--_______________ .... _______ • ______________________________ 0______ 97,6d 232. 000 

DJaTBICI' No. Il-DA!.L.A8..-_________ .. ________________ .l_!. _________ ..... _______ .. 388, 118 7,264. 000 

ArlrDna dS::~:S~ part)--7----·---------------~-------------------------
OoehJse GroonIee Pima Santa CruI 
0 ...... LoulaiaDa (northern part) __ .. ____________________________________ • __________ _ 

Parisbeaot-
Bienville De Solo Madison 
Bossler Eut CarroU Morehouse 
Caddo Franklin. Natobit.oehel 
Caldwell Grant Ouachita 
Cata.bonla Jackson Red River 
Claiborne lA BaUe Richland 
Concordia Lincoln Sabina 

T ..... 
Union 
Webster 
West Oarroll 
WiDn 

New M~':ni::!~~ Part) ____________ ,, _____ "' .. ___ .... ________ .. _ .. ___ ~ _____ _ 
Catron Eddy LIncoln Sierra 
CbaVtllll Grant Sooorro 
Ourry Guadalupe Torrence 
De Baca Hidalgo 
Dona Ana Lea t Okl.ahoma (southeastern parIi) ____ -. ________ .. _______ .. _____________________ _ 

Connt1e8ot-
Atoka Choctaw Johnston Marshall 

23,412 133,000 

18.&18 .....000 

198,000 

T.G« 161,000 

Bryan Coal McCurLaln Pusbmataha Te:l88 .. ___ .. _________________________ .. __ .. __________________________________ .. __ 202, 398 6. 073, 000 

DlftIUllI No.1J--B.&lf lI'~CI8CO ____________________ .. _____ .. ____________ .. _ .. _ 688.862 ~ 

--------------ArIIooa ~=~ part) _____ .. __________________________________________ 90,398 824,000 

Apache Maricopa Navajo Yavapai 
Coconino Mohave PIDaI Yuma . au. 

f~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: Nevada __ ;. _________ .. _____________ .. _________________________________________ _ 

g~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
WasblDgton._ •• _ ••••••••••••••••••••••••••••••••••••• _ ••••••••••••••••••• 

IM,8&2 
83,304. 

109,821 
96.607 

82,'" 
""'836, 

6.'68,000 
448.000 

94,000 

r::ggg 
IJ 608. 000 



FEDERAL RESERVE BRANCH TERRITORIES 
[December aI, ]934) 

Bvn.u.o BRANCH (DIstrIct No. 2).-Thel0 most W$St.erly counties of New York State, B8 tollowa: 
Monroe Orleans Allegany Wyoming Chautauqua 
Genesee Erie Cattaraugus Livingatoo Niagara 

CTo~~ ~~~~~D:::~ ~'b1~bat part of Kentucky in Federal reserve district No •• , and tbe 

Adams Clermont Greene Meigs Ross 
Athens Clinton HamJIton Miami Scioto 

B~~: ~:~~~te r~~a:d ~~~tgomer1 ~':~:. 
Clark Galli& Lawrence Preble Washtngton 

PITTSBURGH BRANCH (District No. fl.-Those ponIOD! of the States of PenDBylvanJa sDd West VJrglula 
included in Federal reserve district No.4. 

B.nTWOIIJI BRA.NCH (DJstrlct No. 6).-The State or Maryland aDd tbe rolJewlng SO oountJea of Weal 
VIrgjDla: 

Barbour Grant Lewis PendletoD Taylor 
Hampshire MarioD Pleasants Tucker 

~~'D ~~=alla ~~e:~~Pb.. W:b~'t!r 
Jaokson Morgan Ritchie Wirt 
Jefferson Nicholas Roane Wood 

OlU.BLOTl'B BRA.NCH (District No: S).-Tbe tollowlDg ccUDtiea In the States ot North Carolina aud South 
Carolina: 

NORm CABOIJNA. 

Alexander Caldwell Haywood McDowell Swain 
Alleghany Catawba Henderson Meeklenbllfl Transylvania 
Ashe Cherokee Iredell Mitchell Union 
Avery Clay lackson Polk Watauga 
Buncombe Cleveland Lincoln Rowan WUkea 
Burke Gaston MacoD Rutberford Yancey 
Cabarrus Graham MadisoD Stanly 

IiIOU'1ll CJ.BOLlJl'J. 

Abbeville Lancaster Newberry Saluda 
Aiken Laurens Oconee I'r.l:tanbnrr 
Andenon LeJ:lngton PIckens Dlon 
Cherokee McCormick Richland York 
Obester 

BmllINOllJ.K BRANCH (DIstrict No. 6).-Tbe State or Alabama except tbe ronowing counties: Mobll~ 

:~!i!»t!U::dUb1~~t!:=::!"t~Yoe:a~:iL ~;~t~~ii~l~taed:'~~t~~:~~= ~be 
Western Railway ot Alabama. 

lJ.CDONVIJ.I.K BlLUiCB (DIstrict No. 6).-The atire State of FJorida. 
NJ.SIIVILLB BaANCB' (District No. 8).-Tbat part of tbe State of Tennessee Included ID Federal reeerve 

district No. G with the exception of the city ot Chattanooga. 

NruWF~e~~ese~:::J~I~~~.l~~id~h;:=i:~ln:~~eS~~:~~sI~~r:~~ppI located 

DftROl'l' BR£lrfCB (DfBtrict No. 7).-The fOllowing 19 CO'DDtles ID tbe State ot :M1chll8ll: 
Bay Ingham Livingston Tuscola 
Genesee Jackson Macomb Waabtenaw 
Hillsdale Lapeer Monroe Wayne 
Huron Leoawee Oakland 

~to~;U::t!Nocr J~~:1n ~rk~~~c!;Vt:.so!°~I=~~e:h:t~~m~OO.!dtl'ol~-;:-M::= 
branch. (For names of cities see Federal Reserve loterdistrict Collection B)'B1.em lJB&:.) 

LoUllVJLLB BRAHCH (DIstnet No. 8).-Terrltory Is not determined by State or eottDty 11081. Braueb 

=~:.':t~~:I~~e:JiC8~~:~:' ~d~~~~;!t~::-!~~~~~~:::; 
_list.) 

MII:m'HlS BRANCH (District No. 8).-Tenitory ttl not determined by Slate or OOUDly 11M. BnDch 
tenitory con.qjst!l of all citiesln Miaslssipplluc1nded In Federal reserve dlstrlC1. }io. 8; flU ciUeelD Ten· 
'nussee Included In district No. S. except tbose nssigned to St. Louis. and cltlealn Arkansas not UI1peel 
t.o at. Louis or LiUle Rock. (For Dsm88 or cities lee Federal Reserve loterdlstrlo&; Co1IecUoD 871f.e1D 
list.) 

262 
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Hm.mu. BJWICIl (District No. O).-The entire State of Montana. 
D:sXVD BIU.HCH (DIstrIct No. lO).-The entire State of Colorado and that paI1 of the State oi New 

MuicoiDcludedlB Federal Reserve Diatriot No. 10. 

OELAlloJU. CITY' B1U.IfCIl' (Dlstrlct No. lO).-That part of the State of Oklahoma located 10 Federal 
Reserve Dlstric&; No. 10. 

OIU.B.l. BBARCB (DiBtrlct No. lO).-Tha entire Btah8 of Nebraska and Wyoming. 

EL PASO BIWfCB (DIstr1ctNo.l1).-Thatpartoftbe States of ArlzoDaand New Muicolocat.ediD Federal 
Reserve District No. 11. and the followtng 14 countleB in the State of Tema: 

Andrews Ector Jeft Davia Midland Ward 
Crane HI Paso Loving Pecos Winkler 
Culberson Hudspeth Martin Reeves 

HolJB'l'OB BlWfCII (District No. ll).-Tbe following 41 counties in the lOutheast part of the State of Tuaa: 
Anderson Co1orado Jackson Montgomery Shelby 
Angelina Fayette J8@6f Nacogdoches. Trinity 
Austin . Fort Bend Jefferson Newton ~ler 

~=rf. 8:t:ton t::aca ~~ge ~~~: 
Brar.os Hardin Liberty Sabine Waller 

~~t!-s i::t,o :=~a =t~tlne ;~:~toD 
Cherokee 

S.ur AlrIOlIIO BUBCB (Dlstrict No. U).-The following 5t COUDtJes In the State of TUB8: 

ft:= ~~tt rendalJ:gg H:OOak ~ 
Bandera DImmlIi Jim Wells M8SOD Travis 
Bee Doval Karnes Maverick Uvalde 
Bexar Kendall McMullen Val Verde 
Blanco Kenedy Medina Webb 
Brewster Kerr Nueces Wtuacy 
Brooks Kimble Presidio WUlion 
Caldwell as KinDey Real Zapata s= ~pe ~e:~ :~0I!~lcio Zavalla 

LoJ=~ ~a:&;~oC:::·c!~ti!tt ~:e State of ~na located In Federal ReserYe 

Imperlal Los Angeles Riverside San Diego Ventura 
Inyo Orange San BemardiD.o Banta Barbara 

P~~w~:~~M.trI:~08re~t!J~ft: ::t:~ ~=~~ceJ:! ~=Sll~~ ~=::~a:e 
State of Waahington: . , 

Clarke Cowlitz KUcldtat SkamaDia Wahklakam 
and tbe town of nwaeo. Waab. 

8.&L'f LAD CITY BIWil'CB (District No. 12).-Tbe entire State of Utah aDd the following countleam Idaho 
and Nevada: 

1» ...... 

Ada BODneville Coster lerome Payette 
dam! Butte Elmore Lemb! Power 

CalD83 Franklln Lincoln Teton 
Canyon FremoD' Madison Twin Falls 
Caribou Gem Minidoka Valley 
C-. GoodlDg Onoida Washington 

Boise Clark lefleraon Owyhee 

JO;VADA 

Clark I'lko LID_ WhltePiDe 
8:U'l'TLB BUNCH (Diatr1ct No. 12).-The (onowlng 16 counties in Lhe State of Washington. neept the toWD 

of Dwaco. Wash. 
Clallam KIng 
Grays Harbor - Kltsa.p 
Island Kittitas 
letlemm 

Lewis 
MasoD 
Pacific I 

Pierce 
San luan 
Skagit 

Snohomlsh 
Tburston 
Wbatcom 

BpoJUlOl: BUNCH (District No.l2).-Tbe following oonnttes In the States of Waab1ngton and Idaho: 

WAJIBJl'fGTOJ( 

Adam! Columbia Oar.fl.e1d Pend OraiUa Walla Walla 
Asotin Douglaa Grant Spokane Whitman 
Bonton Forry Lincoln Stevens Yakima 
CbelaD FraukIID Okanogan 

1» ...... 

Benewall Boundary Idaho Latah Nez Perce 
Bonner Clearwater Kootenai Lewis Shoshone 

I Except the town or Dwaco (sea POltland branoh). 
12l128li-36--18 

~ 
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Under resale agreement________________________________________ 90 
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Deposits: Pal" 
AU banks in the United States, exclusive of interbank deposits______ 140 
Banks suspended ____________________________________ 167-171,175,176 
Federa.! Reserve bank ____________________________________ 84,89,91,93 
Foreign bank ____________________________________ 84,89,91,93,95,148 
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Held by Federal Reserve banks _________________ 67-82,84,89,91,93 
Held by member banks ______________ 143,144,146,148,159,161,163 

In 91 cities___________________________________________ 159 

b':. ~:if d~~_~~~~~===~====================::======== m Outside New York City________________________________ 163 
Ins .... ance oL_________ ____ _ ___ _ _____ ___ _ _ ______ _ ____ _ _ _ _____ __ 27 

Examination of banks_____________________________________ 2,55 
Provisions of act extending time limit OD_____________________ 50 
Recommendations of FederaJ Advisory Council relative to_____ 205 

Member bank: 
AU banks ______________ 4, 17-22, 142, 144, 146,148, 152,153, 154,155 

Chart showing___ _ ___________ __ _______ _____ _____ _ _ ____ 18 
Classification of time and demand, on call dates__________ 148 
Net demand and time ___________________________ 153,154,155 

By months_______________________________________ 153 
In larger and smaller centers_______________________ 154 
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borrowings at FederaJ Reserve banks ____________ 152,155-157 

ReP1~~f ~~~~ __ _ ___ _ __________________ __ _________ _ ___ _ 159 
In New York City____________________________________ 161 
Outside New York City_______________________________ 163 

Payment of interest on: 
Amendment to regulation Q________________________________ 52 
Rate of interest fixed by Board_____________________________ 1 
Recommendations of Federal Advisory Council relative to______ 203 

Moneys of FederaJ Savings and Loan Insurance Corporation with 
. Federa.! Reserve banks, provisions of law relating to_____________ 49 Nonmember bank _________________________________________ 67-82,140 

PostaJ S&vings_ ____ _ _ ___ _ ____ ________ ____________ __________ ___ 148 
Rete of interest fixed by Board on time and savings_______________ 1 
State bank members of FederaJ Reserve Syotem__________________ 216 
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Directors of FederaJ Reserve banks: List of _____________________________________________________ 212--215 

Meetings, expenses oC_________________________________________ 112 
Directors of member banks, stock ownership by l provisions of act regard-ing___________________ ____ _ ___ _ _ __ _____ _ _ _ _ _____ __ __ _ __________ 50 
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Acceptances. (8" Acceptances.) BillB bought _____________________________________ 67-83, 8!Hl5, 99,100 
Earnings on _________________________________________ 40, 1l0, 112 

Ret .. ,0L ___________________________________________ 40,133 
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~e~t~~~h~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 8~~ii Outright _________________________________________________ 88, 90 
Payable in foreign currencies ___________________________ 88, 90,100 
Under resale agreement____________________________________ 90 
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FederaJ Reserve banks ____________________________ 41,103,104 
FederaJ Reserve branch banks _________________________ 44, 105 

BillB discounted _______________________________ 67-83,85,87, 8S-95, 101 

E&rn~~f~=======================================_~~ Iltm Holdings: 

I~ ~~~-;~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~; 99, Ig 
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Discount and open-market operations of Federal Reserve banks-Con._ 
Bills discounted-Continued. -P ••• 

On call dates______________________________________________ 82 
Secured by United States Government obJigatioDB ___ 88, 92, 94, 98, 99 
Under resale agreement____________________________________ 90 
Volume .oL _________ ~ ________________________________ 41, 103, 104 

Co11s.teral notes of member banks discounted and he1d_ _ _ _ _ _ _ _ _ _ _ _ 98, 99 
Discounts for individuals, pa.rtnerships, and corpomtions__ _ _ _ _ _ _ _ 98, 99 
Dollar exchange bills discounted or purchased ___________________ 88,90 
Industris.i advances and commitments to make industris.i advances_ 85, 86 Maturity of bills purchased or he1d ______________________________ 99, 101 
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Number of banke discounting paper: By districts_ _ __ ________________________________ _ __ _______ 96 

By months_______________________________________________ 96 
By States __________________ - ____ _ _ _ _ ___ __ _ ___ _ _ _ _ _ _ _ _ _ _ _ _ 97 

Number of pieces handlod.. ________________________________ 41,103,104 

~~c~~~ ~~.:t;."e~{ :=tf'es~n bills discounted ___________ 40,133 
Earnings and rates of earnings _____________________ 40, 110, 112, 133 
Paper secured by, purchased and he1d ______________ 88, 92, 94, 98, 99 
Purchased ·and held _____________________________ 67-83,88-95,102 

By classos_______________________________ _____________ 102 

DisC::!~~d~~~~=ket-rate;:--------------r---------------- 41, 103, 104 
Average rates earned by Feders.i Reserve banke on: 

BUS::ts~~:~~!~~:::::::::::::::::::::::::::::::::-:~: Hi 
Central banks in foreign countries: Changes in________ __ ____ ________ _ _________ _ ___ ___ ________ 138 

Open-market rates _____________________ . _______________ ~___ 138 
Changes in Feders.i Reserve bank rates __________________ ---- 1,129-132 
Open-market rates in New York City ________________________ 4,134,135 

By months___ _ ____ _ _ __ _ __ _________________ __ _ _ ___ _______ _ 134 
By weeks_ _ _ __ ____ _ __________ ________ _ __ ___ _ ___________ __ 135 

Rates charged customers: 
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Dividende: 
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Stste bank members ______ . _______ . ________________ . ______ .____ 179 
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Due from foreign banks to Federal Reserve banks ____________ 83,88,90,92,94 
Due to and from banks (hankers' balances) _________ 142,146,146,159,161,163 
r~~~e:n~O!~~~~~ign account _______________________________ 119,120 

Feders.i Reserve banks_. ___ .. ___________________ 39-41,89,110-114,133 

Mem~~~~;f~~~~~~~7;:~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 40, i~i Nations.1 banks _________ . ____ . ____ . ___________ . ____________ ._ _ 178 
State member banks _________ ._._ . _________________ .. ______ .. __ 178 

Eccles, Marriner S., appointed Governor of Federal Reserve Board______ 62 
Eligible paper held by Federal Reserve agent as security: 

For FederaJ Reserve bank notes ________________________________ \. 116 
For Federal Reserve notes______________________________________ liS 

Employees: 
Federal Reeerve banks, number and sslaries _________________ 41, lI2 216 
Federal Reserve Board, number and salaries______________________ '206 

mployment, factory _________________________________________ 28,186,194 
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England: 
Discount rates of Bank oL ____________________________________ _ 
Gold reserves, chart showing __________________________________ _ 
Open-market money rates _____________________________________ _ 

Examinations, bank: . 

Pa .. e 
138 

10 
138 

Corporation engaged in foreign banking__________________________ 55 
Federal Reserve banks_________________________________________ 55 Private banks__________ _ ___________________ _ __ ________ _ _______ 60 
State member banks___________________________________________ 54 

Exc!n!::;~~ral deposit insurance________________________________ 2, ~6 
Federal Reserve banks ____________________________________ 4,12,14,84 
Member banks __________________________ 1,4,12,14, 15,22,152,15&-157 

Chart showing__ _ _ __ _ _ __ _ _ _____ ____ _ _ _ _ _ ___ _ _ _ ___ _ __ _ _ _ __ _ 15 
Executor, list of national banks authorized to act &8___________________ 236 
Expenses: 

Branches and agencies of Federal Reserve banks__________________ 44 
Federal Reserve banks _________________________________ 39,40,110,112 
Fiscal agency departments of Federal Reserve banks______________ 114 
Federal Reserve Board ____________________________________ 63,210,211 
Member banks________ __ _ _ _ __ _ _ _____ _____ _ _ ____ _ _ _ ____ _ _ _ _ _ _ 178-179 
National banks_ _ _ __ __ _ _ __ ____ _ _ ____ _ ____ _ _ _ _ ___ _ _ ____ _ _ _ _ _ _ 178-179 
State bank members _________________________________________ 178-179 
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Factory employment and pay rolls ______________________ 28,31,186,193,194 
Failures, bank. (See Bank suspensions.) 
Farm products, prices of, index oL__________________________________ 196 
Federal Advisory Council: Meetings oL _ _ ___ _ __ __ __ ____ _ ____ _ _____ _ ___ _ _ _ __ _ __ _ ______ _ _ _ 62 

Memt:~~~_ ~~~ ~ ====== =========: ====: ===== ======== == ======: = ~&~ Recommendatione of, to Federal Reserve Board ________________ 201-205 
Federal deposit insurance__________________________________________ 27 

Examination of banks under____________________________________ 2,55 
Provisions of act extending time limit 00_________________________ 50 
Recommendations of Federal Advisory Council relative to_________ 205 

Federal intermediate credit banks, bills discounted for__________________ 90 
Federal Open Market Committee, meeting oL________________________ 62 
Federal Reserve Act, provisions of acts amending _____________________ 45-52 

Act of June 30, 1934-Gold Reserve Act: 
Conditione &8 to acquisition or transportation of gold__________ 46 
Redem{>tion of currency in gold_____________________________ .f6 
Reduction in weight of gold dollar; stabilization fund__________ 47 
Relating to Federal Reserve notu.___________________________ 46 
Transfer of gold from Federal Reserve banks to United States___ 46 

Acts of January 31 and April 27 1934: 
Federal Reserve banks &8 fiscal agents of Home Owners' Loan 

Corporation ______________________________________ _____ _ 
Obligations eligible for purchase by Federal Reserve banks ____ _ 
Security for 15-day advances to member banks by Federal Reserve banks _________________________________________ _ 

Act of March 6, 1934--Direct obligations of United States as security 
for Federal Reserve notes, extension of time limit ______________ _ 

Act of May 18, 1934-Robbery of member bank _________________ _ 
Act of June 6, 1934-Securities Exchange Act ___________________ _ 
Act of June 16, 1934: ' 

Capital requirements for membership in Federal Reserve System_ 
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48 
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Federa.! Reserve Act, provisions of acts amending-Continued. 
Aet of ~~e 19, 19~~: - 1'" ... 

~= for:'~~':!i-~;veB';&rd:======================== ~~ 
Industrial advances by Federa.! Reserve banks________________ 50 Liability of nationa.! banks_________________________________ 51 

Aet of June 27, 1934: 

AP:&~~~tIJ:-~~~~~-~~-~~~~!~-~!~~~-~~~~ 48 
Deposit of money"s of Federa.! Savings and Loan Insurance Cor-

poration with Federa.! Reserve hanks______________________ 49 
Eligibility for rediseount of construction loans________________ 49 

Federa.! Reserve agents: 
Conferences of, expenses oL____________________________________ 112 
Federa.! Reserve note accounts__________________________________ 115 
Federa.! Reserve bank note accounts _________ ~___________________ 116 
Gold fund, summary of transactions_____________________________ 107 
List oL_______________________________ ________ _____________ llZ-115 
Salaries oL____________________________________ _____ _______ ___ 216 

Federa.! Reserve bank credit: 

~~~:!:1~~~~~~~!~================================== ~r~I~ DiscUssion oL __________________________ ._____________ ___ _____ 1Z-15 
End of month series ___________________________________________ 78-81 

~n"~~~~~======~===~================================== 68, ~~ Outetsnding___ ______________________ _ _ __________ ______ _ _ _ _ _ __ 83 

Fede~ee~:r::.-fi;,;.t==================================:====== ~t~g 
Federa.! Reserve bank notes: Circulation___________ ___ ___________ _ __________ ______ __ __ _ ____ 124 

Federal Reserve agents' accounts________________________________ 116 
Held by Federa.! Reserve banks ___________________________ 88,90,92,94 

Federa.! Reserve banks: 
Agreements with foreign banks to l,'urchase commercia.! bills________ 53 
.As fiscal agents for Home Owners Loan Corporation, provisionB of law _________ __ __ ____ __ __ ________ __ __ ________________ __ __ ___ 48 

Ban~~~~= = = == = = == = = = = = = = = = = = = = = = = = = = = =_ =~~ ~~~ ~~~ ~~~ ~~~~ ~ 12, l~~ 
Bills bought by. (S .. Bills bought.) 
Bills discounted by. (S .. Bills discounted.) 
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~~;'~=ii-;;;S~======================================-44, 19~ 
Counties compriaing territory_______________________________ 262 Directors of ____________________________________________ 21Z-215 

~~~~~::~~~~~~m~~l~~~l~l:l~~ll~~:~l~j;~i 
Chairman of boards of directors, Jist oL ________________________ 21Z-215 

Co
1earing operations _______________________________________ 41,103,104 

ndition of. (S •• Condition of banks.) 
Deposits. (S •• Deposits.) Directors, Jist of ____________________________________________ 21Z-215 
D!scount rates. (S.u Discount and open-market rates.) 
DISCounts. (S .. DIScount and open-market operations.) Dividend. paid __________________________________________ 40,111,113 
Earnings and exrunses----------------------_______ 39-41, 110--114, 138 

Each bank uring year 1934________________________________ 112 

It.~~::!l=~~-:====================================-40, m . Employees, number and aalaries ___________________________ 41,112,216 
Examinatons, number oL______________________________________ 55 
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Federal Reserve banks-Continued. Pace 
Fiscal agency operations_______________________________________ 114 
Franchise tax paid to Government______________________________ 111 
Gold settlement fund__________________________________________ 106 
Governors: 

Couferen .... expenses oL__________________________________ 112 
List oL_______ ____ _ _ ___ __ _____ ______ _ _ _ _________ _ _ _ _ _ _ _ 212-215 
Salaries oL__________ ______ ______ ____ ___ ____ _ ________ __ _ _ _ 216 
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Officers. salaries oL _____________ ~______________________________ 21'6 
Profit and loss account_________________________________________ 113 
Redemption fund __________________________________________ 88.90.92 
Reserves. (S •• Reserves.) 
Resour ... and liabilities. (S •• Assets and liabilities.) 
Salaries. officers and employees ____________________________ 41.112.216 
Tax, franchise, paid to Government_____________________________ 111 
Volume of operations _________________________________ 41.103.104.105 

All banks _______________________________________________ 41. 103 
Branches ________________________________________________ 43. 105 
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Black, Eugene R., Governor, resignation 01-______________________ 62 
Boatwright, H. Lee, assistant counsel, resignation oC._____________ 63 Building for __________________________________________________ 43.52 
Clayton Act. administration oL _________________________________ 2.57 
Clayton, Lawrence L.) appointed 88sistant to Governor __ -:-_________ 63 
Conferences with adVIsory counciL______________________________ 62 
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Directory _ _ _ ___ _ _ ___ _ _ ___ ___ _ __ ____ _ _ ____ __ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 206 
Division of Security Loans created______________________________ 63 
Eccles, Marriner S., appointed Governor_________________________ 62 
Employees. number and salariea _______________________________ 206--209 
Expenses oL _____________________________________________ 63.112.210 
Martin, H. Warner, assistant to Governor, resignation oL__________ 63 Members oL _____________ _____________________________ _______ 206 
Miller. Adolph C .• reappointed member__________________________ 63 
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appoint:e<i ex-officio chairman_____________ 62 

Owens, Joseph T., appomted 8BBlstant couDseL___________________ 63 
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Receipts and disbursements __________________________________ 210.211 
Regulations of___ _ ____ _ _ _ _ _ _ ___ ___ _ _ _ __ ___ _ _ ______ _ _ _ _ _ _ _ _ _ _ _ _ 52 
Salaries of officers and employees ______________________________ 206--209 
Terms of members____________________________________________ 206 
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Appointed assistant counseL _ ______________________________ 63 
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Directors of ________________________________________________ 212-215 
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Feder&! Reserve districts-Continued. - 'Pa.e Counties in divided States ____________________________________ 256-261 
Map showing outline__________________________________________ 264 Population_ ___ _ ___ _ __ __ _ _ __ ____ __ __ _ _ _ _ _ _ _ _ _ _ _ __ _ ___ _ _ _ _ _ _ _ 256-261 

Feder&! Reserve interdistriet collection system. (See Check clearing and 
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Feder&! Reserve notes: 
Amendment to section 16 of Feder&! Reserve Aet relative to________ 46 Circolation ________________ c _____________________ 84,89,91,93,95,124 
Cost of- _ _ ______________________________________ _______ _ _ _ _ 112, 210 
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Held by Feder&! Reserve banks ___________________________ 88,90,92,94 
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Number of permits issued______________________________________ 56 

~~~ ~~~eob:l.~~~_o~_~~~~~_~~_~~~~~~~================= 83~~~ 
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Food prices, wholesale, index oC ______________ '______________________ 196 
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Foreign banks: 

Depolits of, held by Federal Reserve banks _____________ 84,89,91,93,95 

Fore~e.:ir!Jdf!~ .. ~~~~-~~~!~~===================-~~~ ~~'_~~I 92i~~ 
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on(!~:~i in_______________________________________________ 138' 
Open-market rates_ _ ____ _ _ _ ___ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ___ _ _____ 138 
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France: 

Discount rat .. of Bank oL_____________________________________ 138 
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~~~~:~~x of wholesale prices______________________________________ 196 

Discount rates of Reichsbank___________________________________ 138 

GOld~~~-=:k::'~~~ :~-~--~:================================ lAg 
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Held 88 collateral against Feder&! Reserve notes __________ 93,95,115 
Held by Federal Reserve banks _______________________ 88,90,92,94 

Circ't~~~O;;-Qf- fi~~;;====== ================ == ==== ============ 7, l~i 
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Gold-Continued. P"", 
Reserves of foreign central banks________________________________ It 
Settl~!~~\ ~~~t~~=========================== ======== === = ===== lOt. Stock, monetary, in United States _________________ 3, &-7, 67-:82,119,120 

~~siiitit~~~~===================================== :l! 
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t~ ~;:~~~~~~~~===============::::::::::::::::::::::= IU Outside New York City____________________________________ 161 
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Index nu!b.'::.~nths------ - -- -- - - ~------- --- -- --- - - --------- - - - - - - - 122 
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Minerals_____ _ _ ____ _ ___ _ _ __ __ _ _ ____ _ _ _ _ _ ______ _ _ _ _ _ _ _ __ _ _ _ _ _ _ 192 
Production, employment and trade______________________________ 186 Security prices _____________________________________ ._ _ __ ______ 194 
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Rates of discount ___________________________________________ 130,131 
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Recommendations of Advisory Council relative to_____________ 2051 

Federa.! Reserve banks_________________________________________ 112 
Interbank loans, discount rates_____________________________________ 136' 
Interest earned by member banks _________________________________ 178,179 I 
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Rate of interest fixed by Board_________________________________ 1, 
Regulation Q, amendment to___________________________________ 52 I 
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Open-market money rates______________________________________ 138 
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~l'.!~i~~~~~~=~::==============================, 1~~ 
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Currency,' Banking and Finance" 

FOLLOWING the discussion upon Banking 
and Finance at the 1931 Annual Conference 

of the Labour Party at Scarborough, the National 
Executive Committee of the Party has examined 
the problems involved in greater detail, and will 
submit the following Resolution for considera
tion at the forthcoming Annual Conference at 
Leicester. 

The Draft Report set forth in the following 
pages is explanatory of the proposals put forward 
in the Resolution and is circulated for the 
information of delegates, members of affiliated 
Societies and general supporters of the Party. 

Other Policy Reports will deal with "The 
National Planning of Transport," "The Re
organisation of the Electricity Supply Industry" 
and "The Land and Agriculture." 

TRANSPORT HOUSE, 

Smith Square, London, S.W ,I. 

July, 1932. 



Resolution on Currency, Banking and Financ@ 

This 1932 Annual Conference of the Labour Party, believing that the British 
trade depression and its resulting unemployment have been considerably 
aggravated by the deflationary monetary policy pursued in recent years, that 
the enormous power exercised by the financial system cannot continue to be 
left in private control, and that the public control of that system is essential for. 
carrying out a policy of planned National Development, and to prevent 
Socialist policy from being defeated either by active opposition or by passive 
'obstruction from private financial interests, proposes:-

(1) That, in view of the breakdown of the gold standard; the aim of 
British monetary policy should be to stabilise wholesale prices at a suitable 
level in this country, and to seek by international agreement the largest 
practicable meaaure.of stability in the rates of foreign exchange. 

(2) That the Bank of England should 'be brought under pubfic oWner
ship and control; and that the Governor of the Bank should be appointed 
by the Government and be subject to the general direction of a Minister 
of Cabinet rank, who should in turn be responsible to the HQuse of 
Commons for banking policy, the day-to-day business of the Bank being 
carried on by the Governor and his subordinates. . 

(3) That a National Investment Board, appointed by the Government 
on suitable grounds of ability, should be set up under the general direction 
of the -appropriate Minister and working in close co-operation with the 
publicly-owned Bank of England; that with the object of preventing 
waste and mis-direction in the use of long-term capital, the Board should 
exercise control over all new public issues on the capitall!llll"ket, and ita 
permission should be required before any such new issue could be made; 
that the Board should be able to refuse "leave to deal" on the Stock 
Exchange in any issue which, having been ·rejected·as a public issue, 
had then been placed privately; and that it might be found necessary 
to give a Government guarantee, on the lines of the Trade Facilities 
Acts, in order to secure priority for approved schemes of industrial 
reorganisstion, subject, however, to the acceptance of public control by 
the industries concerned. 

(4) That all necessary emergency powers should be taken to deal with 
any attempt by private financial institutions to obstruct a Labour Govern
ment, damage national credit, or create a financial panic. 



POLICY REPORT 

CURRENCY, BANKING AND FINANCE 
(,) The control of finance stands to-day in the forefront of -Labour 

policy. Bitter experience, in this and other countries, has taught us what 
. disastrous effects monetary disturbances and instability may have upon trade 

and employment and upon the purchasing power of the people. Since the 
War, the workers have suffered first from inflation, and then from deflation, 
both of which were brought about by financial powers and forces completely 
outside their control. To establish control over this department of our economic 
life will not, by itself, bring about Socialism, nor raise the workers' standard of 
life to a proper level. But such control is a necessary foundation of Socialist 
reconstruction, and without such control, the achievement of the Labour 
Party's aims will be impossible. 

I.-CONTROL OF CURRENCY 
(2) Until recently, currency has been neglected as a subject of popular 

attention, owing to the belief that it is both too remote and too complicated. 
As a result, financial experts have had the field to themselves, and such a muddle 
have they made of it that a Conservative ex-Chancellor of the Exchequer, Sir 
Robert Home, speaking in the House of Commons in May, '932, said that in 
consequence it was na damned close thing whether civilisation would survive." 
In reality, a sound currency policy is vital to the well-being of every individual 
in the community, and the general principles underlying it are not difficult to 
understand in a broad way. 

Functions of Curren cy 
(3) Currency has two main functions. It forms a means of exchange and a 

basis of contracts. Barter, the primitive method of exchange, is a cumbrous 
business, and becomes well-nigh impossible under the complicated conditions 
of modern life; it has, therefore, been most conveniently replaced by the use of 
currency, and trading transactions consist nOt in exchanging goods for goods or 
services, but in buying and selling things for money. Even to-day, when 
currency is in such a muddle, it adequately fulfils its functions as a medium of 
exchange, provided the transactions are all within one country and are done on 
the basis of immediate cash payments. 

(4) But transactions are not all of this character. Sometimes buyer and 
seller are not citizens of the same country. The buyer, for instance, may be an 
Englishman who is paying in pounds sterling, while the seller may be an· 
American selling for dollars. Currency policy, therefore, also concema itself I 
with the number of dollars and cents which are equivalent to a pound sterling. 
Sometimes, again, the transaction takes the form of a contract in which the 
price is not paid at once, but at some future date, perhaps many years hence. 
Long-term loans, leases, mortgages and a number of commercial transactions 
are of this character; while wage agreements expressed in terms of money often . 
run for a long period. What concerns the contracting parties in these cases is the 
purchasing power of money over the period during which the contract runs. If 
it is fairly constant, in other words if the pound sterling will buy roughly the 
same basketful of goods when the contract is made and when it is fulfilled, the 
intentions of the parties will be realised. If it does not do this, if the purchasing 
power of money substantially changes so that the pound buys either a great deal 
more or a great deal less as time goes on, then one of the parties makes a gsin at I 
the expense of the other. 



Recent History of W~rid Currencies 4: 
(5) Since the Wax, the currencies of the world have failed to providl! either 

stable exchanges between different countries or stable purchasing power 
within them. The exchange between Britain and America, which was 4.86 
dollars to the pound in 19140 was as low as 3.20 in February, 1920; was put 
back to 4.86 in 1925 when the British gold standud was restored; went down 
below 4 dollars when Britain went off gold in September, 193 I; and thereafter 
continued to fluctuate. In 1914, twenty-five French francs bought a pound; 
in July, 1926, when Britain had gone back to gold and France had not, it took 
about 200 francs to buy a pound; then later, when France went back to a gold 
basis, it took 124 francs; and after September, 1931, the rate was bdow 100 
francs. The exchanges of the pound with the currencies of Gennany, Austria 
and other countries have been still more chaotic during the post-Wax period. 

(6) At the same time, not one of the chief world currencies has preserved an 
even purchasing power. Measured in terms of a sdected average of wholesale 
commodities, the British pound in 1920 was able to buy less than one-third of 
what it bought in 1914, and in August, 1931, it had risen again until it actually 
bought 10 per cent. more than in 1914, and about three-and-a-half times what 
it bought in 1920. Thatis to say, between 1920 and 193 I, wholesale commodi
ties lost, on the average, over two-thirds of their value in terms of money. 
Similaxly, according to the cost-of-living figures, what would have cost 100 
shillings in 19'4, cost 276 shillings in November, 1920, and 143 shillings in 
May, 1932. Many foreign currencies have exhibited fax greater fluctuations 
even than these. . 

(7) These figures exhibit the dual nature of the currency malady from which 
the world is suffering-the instability of the exchanges and the instability of the 
price levd. When the financial experts of the world met in various international 
conferences in the yeara following the War, as, for example, at the Genoa 
Conference in '922, they recommended a general return to a gold standud as a 
means of stabilising the exchanges, and talked about some action to stabilise 
prices. The first recommendation was generally adopted, but nothing was done 
about the latter question. Most countries went back to gold; and as the pound, 
the dollax, the franc, the maxk, the lira, etc., each exchanged fora fixed weight of 
gold, they naturally had a fixed ratio of exchange with one another. But the price 
levd was at the mercy of all sorts of influences, and the financiers took no 
adequate steps to control it. When prices continually fell, disorganising 
industry and creating widespread unemployment, the advice given by the 
bankers was that the peoples must make the necessaxy "adjustments" to the 
altered conditions. This was equivalent to saying that man and his affairs were 
to be the servant of money, and not money the servant of man. Further, as the 
bankers did not propose to scale down national and international debts, rents, 
mortgages, or debenture interest, the real meaning of their advice was simply 
that wages and social services should be cut. 

Stable Price Level 
(8) Sn long as Great Britain was on the gold standud she was claxnped to 

the world system of gold-using countries, and no independent action was 
possible. Now that she is off the gold standud there is freedom to adopt any 
currency policy which conlmends itself. What ought that policy to be? In the 
first place, should main attention be paid to prices or to exchanges? 

(9) The Labour Party resolution carried at the Annual Conference, '931, 
definitely declaxed in favour of the former, and this declaration should be 
adhered to. The reason for this is that, whereas trade may be handicapped by 
fluctuating exchanges, it risks being substantially destroyed if prices continue 
to fall as they have been doing during the last few yeara. The havoc worked by 
such a fall in prices covers every field of life. It checks manufacture, because 
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the manufacturer hesitates to produce on a falling market; it creates unemploy
ment; it ruins the producers of food and raw materials; it increases the burden 
of the national debt; it enriches the rentier class at the expense of the rest of 
the community; and it drives the debtor nations towards bankruptcy. 

(10) It is right, therefore, to direct main attention to the effect of currency 
policy on the price level. What should be the aim in this? Rapid inflationary or 
deflationary methods, such as have been disastrously experienced in many 
countries since the War, are, of course, ruled out; but there are various other 
possibilities. Should prices go gradually down I Should they go gradually up I 
Or should average prices, when once they have reached a reasonable level, 
remain roughly fixed I Each of these schools of thought has its advocates. 

(II) Those who want prices to go gradually down, say that this is the proper 
way to extend to the community as a whole the benefits of man's greater power 
over nature and production; and that, in particular, if the cost of living is 
gradually falling, the workers are gradually gaining increases in real wages, 
even when their money wages remain the same. The obvious objection is that 
at the same time the rentiers, whether they hold national debt, debentures, 
mortgages or other fixed charges upon industry, will take a larger and larger 
share of the national income; while falling prices provide a powerful weapon 
for wage reductions and against wage increases, so that, on balance, the workers 
are likely to lose. 

(12) The advocates of a gradually rising price level argue that their policy 
stimulates production, secures good employment, and gradually reduces the 
share which the rentier class takes from the national income. But a gradual rise 
in the price level, and therefore in the cost of living, means a gradual fall in the 
purchasing power of wages, health benefits, old-age pensions and the like, and 
large surplus profits to the employers. The workers are, therefore, constandy 
engaged in an uphill struggle to secure increases in wages, benefits and pensions 
to catch up with rising prices. Moreover, if the rate of increase of prices is rapid, 
stocks of unused manufactures may be put into storage in anticipation of a 
further rise; and this may go on until at last a halt is called, prices are broken, 
and widespread unemployment results. . 

(13) The third policy is to secure that the average level of prices shall remain 
as nearly as possible constant, so that the pound shall buy roughly the same 
basketful of goods to-day, next month, next year and ten years hence. This i. to 
enable money to fulfil its natural function of being a standard of value,just as the 
yard stick is a standard oflength. Theworkers will know then that if they secure 
an increase in wages or benefits, they are securing a real increase in the standard 
oflife. At the same time, trade and industry will have reasonable security for the 
future, instead of being as at present at the mercy of financial gerrymandering. 
In other words, industry and not the speculators will reap the reward. This is the 
policy recommended by the Labour Party. 

(14) Against this policy it is sometimes argued that itassurnes the continuance 
of a capitalist organisation of industry. It does nothing of the kind. What it 
does is to say that so long as any capitalist industry exists, a steady level of 
average prices is an essential step towards steady production, towards setting 
the workers free from unemployment, and towards restricting anti-socia1 
speculation. 

. (15) Other critics argue that the policy might be a good one, but that it is 
not possible of achievement.· These critics appear to acknowledge that by 
contraction of credit, by putting up the bank rate, and by similar means the 
general price level may be brought down, but they deny that monetary 
measures of an opposite kind will necessarily be able to put it up. In this 

• Of coune, it is not p*ib.1e to secure, by DlCJD:dUT ma~ ~, stability in the pric. of particular 
anid~ •• It is the .\"CnlIC. OJ' ICda Dumber, of pnca wbKh It .. pi'CIpCINd 1.0 aabable. 
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contention they forget that a Government has various means at its disposal !or 
attaining its purpose. If it were really true that hy no Government .. ct,?n 
could prices be made to rise, then a Government could win universal populanty 
by remitting all taxation and spending lavishly out of borrowed money ~d 
printing notes. There can really be no doubt at all, as competent eco!,oUllSts 
in many different countries agree, that a Government controllmg the 
monetary system can lower or raise the general levd of prices at will. If, 
therefore, prices are falling it can take action to raise them, and if they rise it 
can take action to lower them. It can, therefore, continually bring them back 
to the proper level. 

(16) It will be noticed 'that-nothing has so far heen said as to the levd at 
'which prices should be stabilised. This omission is deliberate, for much will 
depend upon the circumstances pr~vailing at the time when Labour policy is 
put into effect, and upon the movement of prices, wages, etc., in the meantime. 
The best method of carrying out the policy of stabilisation will be to aim at 
stabilising the index number of wholesale prices. If this is done, any large 
fluctuation in retail prices will be prevented; and by appropriate measures 
for the prevention of profiteering by middlemen, and for the better organisation 
of retail trade, the present excessive gap between wholesale and retail prices 
should be narrowed, to the general advantage of the consumers. The 
consideration of such measures falls outside the scope of this report; but it is 
clear that in this field the Co-operative Movement can playa very important 
part, and that every increase in its share of the retail trade of the country will 
make the problem easier of solution. 

Stable Foreign Exchanges 
(17) Assuming that price stabilisation be accepted as the object of currency 

management, it follows that there must be no return to any gold standard of a 
kind hitherto experienced. There remains, therefore, the question of the 
foreign exchanges. Can anything be done to prevent fluctuations in these 
which are liable to cause grave inconvenience to trade? Two separate problems 
have to be considered. First, day-to-day fluctuations, brought about largely 
by speculation, should as far as possible be "ironed out" by Governmental 
action. Secondly, long-term changes in the rates of exchange cannot be 
prevented by the British Government alone, if its monetary policy is to be 
directed towarda keeping the price level steady;- for if the purchasing power 
of the pound remains steady while the purchasing power of the dollar goes up, 
this is bound to be reflected sooner or later in the exchange, by reducing the, 
number of dollars and cents which the pound will buy. 

(18) It follows that stable exchanges can only be brought about by inter
national action. Already many nations in practice relate their currencies 
to the·British pound, and others may come into this group. But the policy 
suggested by the Labour Party is an attempt to secure agreement among all 
nations to arrive at a common basis by which exchanges may be stabilised at 
the same time as prices are kept steady. If gold is to enter at all into this, it ' 
must Qe on an entirely different footing from before. And in the view of the 
Labour Party this country should not give up its freedom of action to keep 
its own price level constant, until it is completely satisfied that by international 
action the same result will be achieved. 

Control of Financial Machinery 
(19) But eontrol of finance, as the Labour Party understands it, is by no 

means limited to the control, in the social interest, of the purchasing power 

A:f~~~:~:U~~~~~c~F~~!~i!' ~!I~:een~a::ble~::~~::~:~eJ~th: 
:~:u:~~~~\~ :t~~~ua~a':e~ r:~~i!hei!:r~~ao~~~~cl~bfo~o~~=i!~ 

Purcbuioa: power for duI pound. 
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of money or of the rates of foreign exchange. The Labour Party also demands 
such control of the banking and financial institutions of this country as may be 
necessary for the carrying out of a policy of planned development of the 
national resources on Socialist lines, for securing sufficient funds for such 
development, and for preventing Socialist policy from being defeated either 
by active opposition or by passive obstruction from private financial interests. 

II.-THE BANK OF ENGLAND 
(20) At the centre of the financial system stands the Bank of England. The 

capital of this Bank is privately owned; in actual practice its Governor and 
Deputy Governor are appointed by the directors of the Bank, while the 
directors are, in effect, appointed by themselves, re-electing each other from 
year to year and filling casual vacancies in their own ranks according to their 
own fancy. Most of the directors are connected with financial houses in the 
City of London. They are private individuals, responsible to no public 
authority; and the Bank of England is a private institution, possessing its own 
Charter and subject to Act of Parliament only as regards currency issues, 
certain obligations relating to gold, and one or two lesser matters. Except in 
the most general terms, the Bank's policy may not be debated in Parliament, 
nor may Parliamentary questions be asked of any Minister of the Crown 
regarding its actions. 

(:u) Yet the powers of the Bank of England are enonnous. It is .the 
Government's banker, holds the Government balances, makes advances to 
the Government from time to time, issues Government loans, and administers 
the service of the National Debt. It also holds the balances of the joint stock 
banks and likewise the nation's gold reserves. By varying its bank rate, and by 
its so-called "open market operations" (i.e., by its purchase or sale of securities 
on a large scale), it can expand or restrict credit and thus increase or diminish 
employment and bring a strong pressure to bear on rates of wages and the 
standard of life. The Governor of the Bank is in constant touch with Ministers 
and with the Treasury; he not only gives advice to the Government on financial 
questions, but is even understood sometimes to have exercised what amounts, 
in practice, to a veto on the policy proposed by Ministers. He also exercises a 
great authority over other powerful financial institutions in the City. The 
Governor, moreover, through his frequent contacts with the governors of 
central banks in other countries, and through his nominees on the governing 
body of the Bank of International Settlements, has great influence on the 
policy of international finance ani! indirectly on international politics. 

(22) It must be added that both the policy pursued by the Bank of England, 
and the advice which it has given, have on sevc;ral important occasions since 
the War been disastrous to the best interests of the country. Thus, it advised 
the return to the gold standard in '925, which Mr. Churchill, who as Chancellor 
of the Exchequer carried the policy into effect, now admits to have been 
disastrous;- it has advised and practised both before and since '925, a policy 
of deflation which has gone far towards ruining industry and has unduly 
benefited bondholders and others who live on fixed interest-bearing-securities; 
while it took no effective steps to check the reckless overlending at high rates 
of interest by City financiers which was the forerunner of the financial crisis 
in Europe in '93'. Moreover, it was Lord Cunliffe, then Governor of the 
Bank of England, who encouraged in '9'9 by his expert advice the making of 
those fantastic claims for reparations against Germany which have been the 

• "'When I was mov«l by many arguments and forces in r925 to fttUm ro the IOId Sfmdard, r •• 
~ t~::.!~Ir~:":=-ed~w:c~:;et!d~~e'!fi~~':'~biii';'~~i:~:!~::;tdh:! ~= ~~: 
by more than 70 per cent. . .. Look at the enonnoualy inaeued volume of ~ia wtuch have co 
be created in order to pay off the AllIe IDOJ1pee debt or loan. Tbill monetary ccmvulaion has ~ reached 
• pitch where I am penu.dcd CMt. the p'rodUceD of DeW wealth wiD not tolenlle indefinitel,.. 10 hideous_ 
oppuuioD.--HDIIR rif C ....... April al, 1932-
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source of so much suffering and ill-will in Europe. The Labour Party is entitled 
to claim, looking back upon these incidents, that its unheeded warnings have 
been justified by subsequent events. . .. . 

(23) Those in authority at the Bank of England have, indeed, much expert 
knowledge and long practical experience in finance, of which a Labour 
Government should make full use. But they are not iofallible supermen, and 
they should not be permitted either to dictate policy to the Government, or to 
pursue a policy of their own which, while it may bring distress to countless 
working-class homes, is outside the control of the Government of the day and 
shielded from any effective Parliamentary criticism. The declared policy of the 
Lahour Party, that the Bank of England should be publicly owned and 
controlled, must once more be affirmed. 

(24) To give effect to this policy, the Governor of the Bank of England 
should be appointed by the Government and made subject ,to the general 
direction of a Minister of Cabinet rank, who should, in turn, be responsible 
to the House of Commons for banking policy. Within the broad lines laid 
down by the Minister, the day-to-day business of the Bank would continue to 
be carried out by the Governor and his subordinates. The Minister and the 
Department who would naturally be responsible for controlling the policy of 
the Bank would be .the Chancellor of the Exchequer and the Treasury; but 
the question of the distribution of duties between Ministers, and the 
possibility of the need of creating new Ministries or amalgamating existing 
Ministries, in order that Socialist policy may be carried out with speed and 
efficiency, will require careful consideration. The existing shareholders would 
lose whatever nominal powers of control they still possess and be given, in 
exchange lor their shares, stock bearing a fixed rate of interest. Power should 
be taken to payoff the stockholders as and when desired. . 

(25) The Bank of England, thus reorganised on a basis of public ownership 
and control, should be made, to an even greater degree than it is now, the pivot 
of the British financial system. It is through the Bank of England that control 
of other financial institutions can most effectively be operated. Such control is 
already exercised to a considerable extent, both througJ1. financial pressure 
and through tacit agreement; it should be strengthened and regularised. 
The practice whereby banks, acceptance houses and other financial institutions 
look to the Bank of England for assistance when they find themselves in trouble, 
but aresubject to no supervision or control in normal times, must be terminated. 
Moreover, as the Macmillan Committee on Finance and Industryvery properly 
recommended in '93', much more statistical and other ioformation regarding 
their financial activities should be furnished to the Bank of England by the 
joint stock banks, the acceptance houses, British banks doing business mainly 
abroad, foreign banks with b"aDch offices in this country, and financial insti
tutions generally, and a large part of this information should be published in an 
appropriate form by the Bank of England. • 

1II.-CONTROL OF LONG-TERM CREDIT 
(26) The Bank of England is not directly concerned with the supply of 

capital in the form oflong-term credit for industry. But it is essential to the 
success of the Labour Party's policy of industrial reorganisation that effective 
control of new capital issues should be established. For this purpose, a National 
Investment Board should be set up, working under general instructions from 
the Government and in close touch with the Bank of England, but exercising 
its discretion in regsrd to particular cases which COme before it. It might have a 
status somewhat similar to that of the Import Duties Advisory Committee under· 
the Import Duties Act, [932, though Parliamentary approval of its detailed 
decisions would not be required. Its members would be appointed by the 
Government on appropriate grounda of ability. 
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(27) The Board would not deal with the private investment of savings in 
private businesses, nor with the reinvestment of undistributed profits by public 
companies in their own businesses, nor with the operations of municipal banks, 
building societies, co-operative societies or other bodies operating under the 
Industrial and Provident Societies Acts. But it would exercise control over all 
new public issues on the capital market, and its permission would be required 
before any such new issue could be made. It would act; ira short, as a licensing 
authority for new issues, both for home and foreign investment. It would also 
exercise control over the Stock Exchange to the extent of refusing "leave to deal" 
in any issue which, having been refused a licence by the Board as a public issue, 
had then been placed privately. . 

(28) In deciding whether or not to license a proposed new foreign issue, the 
Board would be guided by official advice as to the total amount which could be 
lent abroad without undue disturbance to the foreign exchanges, and by other 
relevant considerations. The whole question of foreign lending raises large 
issues of world policy and of international co-operation, and the Board would 
need to be furnished with a general indication of the Government's policy 
on these matters. Loans to foreign governments raise special problems, 
and the Board should be satisfied before agreeing to any such loan 
that the proceeds would not be spent in undesirable directions, t.g., on 
armaments. Since such loans raise questions concerning the domestic policy of 
debtor states, as well as the security of creditors and the development of 
international trade, they should be the subject of international consultation, 
and for this purpose some suitable machinery, under the League of Nations, 
should be set up. _ 

(29) At the present time, the British financial system is better organised for 
foreign-than for home issues, and it would be one of the duties of the National 
Investment Board to correct this tendency for an excessive proportion of new 
capital to go abroad, while British industry is starved of resources. It may be 
advisable for the Treasury to retain the right to control, in case of necessity, the 
sale and purchase of foreign exchange, in order to strengthen the Board's 
control over foreign·lending. 

(30) In deciding whether or not to license a proposed new home issue, the 
Board would aim at preventing the unnecessary addition of capital to industries 
that were already over-equipped or the floating of enterprises which were anti
social or otherwise contrary to the interests of the community. Here it would 
need general guidance from the Government. It would aim at slIlDothing out 
undue fluctuations in the demand for capital. It would also aim at checking new 
issues which seemed likely to compete, for the savings available at any particular 
time, with the capital requirements of any programme of planned development 
and industrial reorganisation approved by the Government. 

(31) Such a progran!me must have priority secured to it in the capital market 
over all less urgent claims. For example, housing schemes should come 
before dog-racing tracks, new plant for the scientific treatment of coal before 
new plant for the luxury trades, the establishment of a new industry in a 
depressed industrial area before the establishment of a new industry in the heart 
of the countryside. It would be made clear that the fact that the National 
Investment Board had licensed an application for a new issue, either home 
or foreign, must not be interpreted as an official invitation to the public to 
subscribe, still less as a Government guarantee of the interest. 

(32) The giving of a Government guarantee in suitable cases, on the lines of 
the Trade Facilities Acts, may, however, be found to be necessary in order to 
secure priority for approved projecta. Such a guarantee might be given, on the 
advice either of the National Investment Board or of some body set up to 
deal specially with the reorganisation of the basic industries, but only on 
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\ndition of accep~ce by the industry concern~ of public control. The ~ 
principle, moreover, is already accepted, in such cases as road construction, 
which is largely financed by the motor vehicle duties, and afforestation, which 
is financed from general taxation, that national development may, under 
appropriate conditions, be paid for out of revenue rather than by loan. This 
principle may be ca""ble of further extensidb, and in safar as it is exten!ied, the 
need for long-term borrowing will be correspondingly diminished. 

IV.-CONTROL OF SHORT-TERM CREDIT 
(33) It is clear that an effective policy for the control of finance must extend 

also to the control of short-tenn credit so far as the Government's own require
ments, and also those of approved schemes of indusnial reorganisation and 
development; are concerned. The possibility cannot be tolerated of the refusal 
of the necessary short-tenn credits by private financial institutions, which for 
political reasons might desire to obstruct the carrying out of plans which the 
Government and the House of Commons had approved, or to damage the 
national credit, or deliberately to create a financial panic. Opinions may differ 
as to the probability of such tactics being attempted against a Government 
resolutely pursuing a constructive Socialist policy for which it had received a 
clear mandate from the electors. But the next Labnur Government should arm 
itself with strong and comprehensive powers of control, to be brought into 
operation in the event of any serious attempt being made by its political 
opponents to defeat the will of the electors by any such misuse of the financial 
machine. 

(34) A'part from the taking of such emergency powers, which might or might 
not need to be used, the question arises whether, as an essential part of a 
programme designed to cover the lifetime of one Parliament, any further stepa 
should be taken in addition to those already indicated, to control the supply of 
short-tenn credit. There are some who would answer this question in the 
negative, especially in view of the fact that with the Bank of England under 
public ownership and control, and exercising increasing supervision over the 
rest of the financial system, a very important change would have taken place in 
the whole situation. Others, however, argue that some of the existing institu
tions concerned with the supply of short-term credit, such as the joint stock 
banks or the discount houses, should forthwith be brought more directly under 
public control, or, on the other hand, that some new institution should be 
created, perhaps as a subsidiary of the Bank of England, to supply short-tenn 
credit to those basic industries, the reorganisation of which will be an essential 
part of a Labour Government's policy. A further study of this particular 
question of short-tenn credit is now being made, in close conjunction with the 
elabnration of plans for the reorganisation of the various basic industries. 

(35) It should, however, be emphasised at this stage that when a bank has 
made large short-tenn advances, which have become frozen, to depressed 
industries such as coal, cotton or iron and steel, it must not be allowed to hold 
up schemes of reorganisation, even if these involve a modification of its favoured 
creditor position. No dictatorship of a private financial interest, in opposition 
to the common good, can be permitted by a Labnur Government. 
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PREFACE. 

Having taken some part in the controversy 
which was carried on for many years after the 
demonetisation of silver, I think that no apology 
is necessary for repeating BOme of the arguments 
then used. The fundamental questions are, "What 
is money'" and "How does money measure 
value! " and any contribution founded on a long 
study of these questions may possibly be of BOme 
service. 

The world is admittedly suffering from a 
catastrophic fall in the level of commodity prices, 
followed by contraction of credit, widespread 
bank failures, financial crashes, state defaults, 
and repudiation .of .debts, which have diminished 
the available money of the worl~, and caused 
serious economists to state in an official document 
(see the Report of the Gold Delegation of the 
Financial Committee of the League of Nations, 
June, 1932) that it is doubtful if this process con
tinues whether our present civilisation can survive. 
. The remedy suggested in these pages is to revert 

to the long-established system of using both the 
precious metals, linked together by a ratio, as one 
metallic money for the world, and as the foundation 
for the great structure of credit which will be raised 
upon it. 

Silver was demonetised in 1873 by the Western 
Nations, and lost its power as money, and became 
to a great extent only a commodity. If gold had 
been demonetised the same thing would have 
happened to gold. At the time of the Californian 
and Australian gold discoveries there was a serious 
agitation' to demonetise gold, as creditors thought 
it was getting too plentiful, and that they were not 
getting the value of what they were owed. 

What is wanted is a stable measure of value 
for the whole world, East as well as West, which 
can be secured by having one standard founded on 
the two precious metals linked together by a ratio. 
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Part I.-The Importance of Money. 

It has been wisely said that it is impossible 
to exaggerate the importance of money. Next 
after spoken language money is the great instru
ment of association in the world, and there are 
indications in history that money preceded the 
invention of letters, and that without money men 
would· have found difficulty in achieving such a 
degree of association as to demand the invention 
of letters. Money not only exercises an all-powerful 
influence over the trade relations of the great 
countries of the world, but enters into the hourly 
"transactions of every individual in the land, from 
the King on his throne to the beggar in the gutter. 

But although a great writer has compared the 
operation of money upon Society to the circulation 
of the blood m the human body, and yet another 
has declared that without money organised society 
was mconceivable, yet it is doubtful whether 
historical writers, though they have given race, 
religion, climate, natural resources, laws and cus
toms their due weight in recording the rise and 
fall of nations, and the progress or retardation of 
civilisation, have attributed the prominence it 
deserves in history to the contractions and expan
sions, the scarcity or abundance of the currency 
medium of society. One great exception there is, 
and that is the historian Alison, who does not Alison. 
hesitate to attribute the two greatest events m the 
history of maokhld-the fall of the Roman Empire 
and the resurrection of mankind from the dis
integration of society which is known. as the Dark 
Ages-as directly due to monetary causes. The 
Roman Empire fell because it was bankrupt, 
owing to the decline in the produce of the gold and 
silver mines of Spain and Greece and elsewhere. 
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Her home agriculture ceased as it no longer paid 
to till the ground, and her hardy agricultural 
population had been driven from the soil to swell 
the needy rabble of Rome; Italy was a husk 
through which the inv¢er marched almost without 
opposition, and the empire being bankrupt could 
no longer put armies in the field. Following the 

gee. faJI of the Roman Empire we have the Dark Ages, 
when money practically disappeared, and society 
was broken up and the arts of civilisation were lost. 
"Everything," as a well-known writer has said, 
" of a joint ownership, as a public road, an aque
duct, or a water ditch, everything of a composite 
structure, from a sailing ship to a piece of paper; 
every art which depended upon the association" 
of labour, from the representation of a drama 
down to the blowing of glass, disappeared." "Then 
Alison goes on to say that, ai if Providence had 
intended to reveal in the clearest manner the 
influence of this mighty agent on human affairs, 
the resurrection 01 mankind from the ruin which 
had been caused by the contraction and almost 
disappearance of the monetary medium, was 

, 
Irom 

brought about by the same causes acting in an 
opposite direction, namely, the fresh supplies 01 the 
precious metals which the New World poured in to 
redress the balance of the Old. 

The fluctuations in the abundance or scarcity 
of the monetary medium provide a key to the 
solution of many problems in history which other
wise appear inexplicable. 
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Part 2.-WHAT IS MONEl, and how does it 
perform its function! 

Money, we are told. among "other things, is a 
measure of value and a medium of exchange. How 
does money measure value? That is the most 
important point. 

The ancients, whose monetary dealings were of 
a less complex character than ours, had a truer 

-insight into the real nature of money than is 
current at the present time. Aristotle, who lived AJist< 
in the fourth century before our era, showed this 
insight when he said. "Money, then, has been 
made by agreem~nt, as it were, a substitute for 
demand. and is so called because it exists, not by 
Nature, but by Law, and it is within our power to 
change it and make it useless for the purpose. 
But money itself is not always of the same value ••• 
Money makes all things commensurable, for all 
"things are measured by money." 

Before passing to another and even more 
important quotation, we may note that Aristotle 
makes three important statements with regard. to 
money:-

(1) That money exists by Law and not by 
Nature; 

(2) That money derives its power, not from the 
(miscalled) "intrinsic value" of the sub
stance of which it is made, but from the 
law which can give or take away that 
power; and 

(3) That money is not always of the same value. 
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These statements are, as I conceive, of the most 
fundamental importance in arriving at any true 
conception of the Science of Monev, and are in 
direct opposition and contradiction to the tenets 
of the school which tllks of the " intrinsic" value 
of gold,. and upholds the theory that money is a 
mere commodity. 

DSUlt The second quotation is from the Jurisconsult 
Paulus, and was incorporated 300 years later into 
the "Pandects of Justinian," and is as true now 
as when it was first written :-

" The origin of buying and selling goes back 
to barter. Primitively there was no money. 
One thing was not called 'merchandise' and 
another 'price,' but everyone according to his 
needs, and according to his circumstances, 
bartered things useless to him for those which 
would be useful to him; for it often happens 
that what one has too much of another lacks. 
But as it would not always or easily happen 
that you had what I should wish for, and that, 
conversely, I had what you wished to obtain, 
choice was made of a material, which being 
for ever legal value, would obviate the difficulties 
of barter, by means of a quantitative equation; 
and this material, stamped in the comer by the 
State, circulates with a power which it derives, 
not from the substance, but from the quantity. 
Since that time, of the things thus exchanged, 
one is called merchandise and the other is 
called price." 
In tflls description of money we are carried a 

most important step further in the study of the 
Science of Money. Money is not only a legal 
institution, as Aristotle pointed out, a creation of 
the law, but it derives its power, not from the 
substance of which it is made, but from its quantity. 

This is the first official declaration of what is 
known as the QUANTITY THEORY of MONEY, 
and the Quantity Theory of Money has had 



MONEY 11 

distinguished SUpportelll in modem as well as in 
ancient times, among those whose names carry 
the greatest weight in the sphere of Political 
Economy. 

Thus ;rOHN LOCKE says: .. The value of money John: 

in general is the quantity of all the money in the 
world in proportion to all the trade." 

RICARDO says: .. The value of money in any Ri ..... 
country is determined by the amount existing. 
That commodities would rise or fall in price in 
proportion to the increase or. diminution of ;money, 
I assume as a fact that is uncontrovertible"; 
and elsewhere he says: .. The demand for money is 
regulated entirely by its value, and its value by its 
-quantity." 

JAMES MILLS says: .. And again, in whatever Jame. 
degree, therefore, the quantity of money is 
increased 01' diminished, other things remaining 
the same, in that same proportion the value of the 
whole, and of every part, is reciprocally diminished 
or increased." 

SIR 1. GRAHAM says: .. The value of money 8irJ. 

is in the inverse ratio of its quantity, the supply of Grabs 

commoditie9 remaining the same." 

lOHN LOCKE (" Considerations," published John: 
1690) says: "Money, while the same quantity of 
it is passing up and down the kingdom in trade, 
is really a standing ;measure of the falling add rising 
value of other things in reference to one another, 
and the alteration in price is truly in them only. 
But if you increase or lessen the quantity of money 
current in traffic in any place, then the alteration 
of value is in the money." . 

lOHN S. MILL says: .. The value of money- John 
other things being the same-varies inversely as 
its quantity, every increase of quantity lowering 
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the value, and every diminution raising it in a. 
ratio exactly equivalent." 

And again he says: "That an increase of the 
quantity of money raises prices, and a diminution 
lowers them, is the most elementary proposition in 
the theory of currency, and without it we should 
have no key to any of the others." 

. These quotations might be largely increased in 
number from the writings of the most eminent of 
economists, but perhaps the question of the 
QUANTITY THEORY of MONEY may be fit
tingly summed up in the words of Professor 
Nicholson, namely, that it is admitted by every 
economist of repute. 

But although the Quantity Theory of Money 
may be admitted by every economist of repute, 
it is far from being admitted by the o~nary person 
who supports Gold Mono-metallism. Gold, we are 
told by them, is the best standard, and the 
least variable standard, because gold possesses 
" intrinsic" value, and they hold that gold 
measures values not by numerical relation, but 
by its" intrinsic value" as a commodity. Of all 
the erroneous theories which have tended to 
confuse the study of Political Economy, none are, 
I believe, responsible for so much misapprehension 
as this theory of" Intrinsic Value." As Professor 
Jevons has remarked, "There is no such thing as 
intrinsic value," and until the idea of intrinsic 
value is disposed of once and for all, it is im
possible to grasp any true theory of the Science of 
Money. 

Value to be "intrinsic" must reside in the 
object. If it resides in the object, it must always 
be present where the object it resides in is present. 
Take gold for instance. Gold is said to have 
intrinsic value, but what is the intrinsic value of a 
ton of gold to a Robinson Crusoe on a desert 
island! He would prefer a cocoanut. If value 
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were intrinsic in the same way that qualities may 
be sa.id to be intrinsic. the value would have to 
be there. but it is gone. The qualities of the gold 
are still there; the gold is still yellow. still ductile. 
still ma.lleable. still heavy. but its value, not being 
intrinsic in the sa.me way that these qualities may 
be said to be intrinsic. has vanished and dis
appeared. .Again taking the ca.se of gold, and 
putting its intrinsic value at 100 per cent. previous 
to 1789. we find that Professor Jevons has stated 
that "The value of gold fell between the years 
1788 and 180946 per cent." ; are weto understand 
that during these years gold lost 46 per cent. of 
" intrinsic value"! The same Professor has a.lse 
stated that between 1809 and 1849 gold rose in 
value 145 per cent.; are we to understand that it 

• gained 145 per cent.; over its own -" intrinsic 
value"! If value is intrinsic and resides in the 
thing. how c;an the sa.me thing have 145 per cent. 
more value at one time than another? The fact 
is. as Professor Jevons states in his work on 
•• Money and the Mechanism of Exchange." "Value Vah> 

like utility. is no intrinsic quality of a thing. it is an Intri 

extrinsic accident or relation" ; and " a Student of 
Political Economy has no hope of ever being clear 

_ or correct in his ideas of the Science if he thinks 
of value as at all a thing or object or even as 
anything which lies in a thing or object." So 
there is no such thing as .. intrinsic value." and the 
Monetary School which pin their faith on gold as 
the most stable standard of value because it has 
., intrinsic" value. have laid the foundations of 
their belief on the quicksa.nds of an economic 
heresy. 

Money -then, measures values, and it measures 
values not by the value of the substance of which 
it is made, but by its volume. the number of its 
units. There are. of course, many other measures Oth., 
besides measures of value-thus, a yardstick Hoaa 

measures length, an ounce measures weight. a 
ga.llon measures liquid. These measures. however. 
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differ from money in the manner in which they 
measure. 

If we take the gallon, for instance, as the unit 
of measure for liquids, we find that in 1825 it was 
enacted that the standard measure of capacity 
for all liquids should be a gallon containing 10 lbs. 
avo of distilled water weighed in air, the barometer 
being at 30 inches, and the thermometer at 62° 
F. Here then is a unit of measure which does not 
vary. Copies of the vessel may be obtained in 
any number, and providing that they correspond 
in capacity with this vessel, can be made of any 
material. The number of vessels will not interfere 
with their measuring powers; if there is only one 
gallon measure or a hundred million gallon 
measures it will make no difference. 

In the case of money, however, it makes all the 
difference. The pound, instead of being a stable 
measure of value as the gallon is a stable measure of 
liquid, varies in accordance with the number of 
pounds and the equivalents of pounds which are in 
circulation, other things remaining the same. 
In considering money as a measure of value we are 
brought face to face with the fact that its essence 
consists in its numerical relation to the commo
dities and services which it measures. The value 
of each unit depends upon the number of units 
which are out; in short THE UNIT OF MONEY 
IS ALL MONEY, and it is impossible to take any 
one coin and say that it is a stable unit of measure 
in the same sense that it can be said of the yard
stick, the ounce or the gallon. 

What then is money P Money, as Aristotle 
said, is a creation of the Law which can make it 
and unmake it, and it is not always of the samo 
value, and as was laid down by the Jurisconsult 
Paulus it derives its power not from its Substance, 
but from its Quantity. From these two dicta can 
be drawn the postulate of a well-known writer on 
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Money, "The essence of Moner is QUANTITY ::.: 
and LIMITATION."- Quan 

and 
If the power of money consists in its quantity, Limil 

other things being the same, and not in its so-called 
intrinsic value, it is obvious that money must be 
limited; an unlimited money would have no 
value. In countries where legal tender money 
consists of gold and silver, the contraction or 
expansion is limited by the amount of gold and 
silver available for use as money which has come 
down from past times, and is procured from mines, 
etc. This system is known as the automatic 
principle, and might equally well be called the 
fortuitous or accidental system. 

In, past history we have seen this automatic 
. principle in operation, and periods of great sterility 

in the production of gold and silver have been 
periods of monetary contraction with all its atten
dant evils, and periods of great incrllase in the 
production of gold and silver have been periods of 
monetary expansion, which have been accompanied 
by great commercial activity and enterprise. 

This automatic principle of monetary supply 
has also been called the Natural, because the quan-

, tity and limitation of money has been left in the 
hands of Nature, and if we have rightly laid down 
the primary laws of money the limitations provided 
by nature can hardly, from a scientific view, be 
considered satisfactory as a basis, for an ideal 
sYlStem of money. However, it is not my purpose 
to propose any ideal system of currency, but to 
examine certain primary laws of money and certain 
currency problems of the present day. I may 
merely say in passing that so typical and successful 
a City man as Ricardo had such an insight into the Rio 
true nature of money, and was so far superior to 
the prevailing ideas of money owing its power to 
its intrinsic or commodity value, that he did not 
hestitate to say that paper money, which would 
possess no commodity value, would perform the 
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functions of money and maintain its value, pro
vided· its issues were strictly limited. I have no 
desire to bring forward arguments in support of 
paper money; the objections to it are obvious ; 
the difficulties of foreign exchanges with countries 
which had a different system, and the enormous 
temptations Governments would have to make 
over-issues, are no doubt serious; I only wish to 
place it on record in illustration of what I have 
been contending for as the true principles under
lying the science of money, that this practical 
City man has stated that "A currency is in its 
most perfect state when it consists wholly of 
paper money," and fully subscribes to the doctrine 
that the essence of money is Quantity and Limita.
tion, and does not depend upon the commodity 
value of the substance of which it is made. 

I am now considering metallic money, the 
money made of the two precious metals, gold and 
silver, gold for the West and silver for the East, 
on which there has been raised a great volume of 
credit on a very insecure basis. There never was 
enough gold to pay debts in gold or to carry on 
the business of gold standard countries; indeed, 
if all the monetary gold in the world were collected 
it would only pay about one-third 01 our National 
Debt. The pyramid of credit reared on the narrow 
gold basis has toppled over, and for various reasons 
has collapsed. Bank failures all over the world, 
defaults of Governments, non-payment of divi
dends, financial crashes of great speculative con
cerns, following on the fall in prices, have reduced 
the composite money of the world, and impeded 
the velocity 01 its circulation, and so reduced its 
effective power. Writers and speakers on the 
present deplorable condition of trade, commerce 
and industry, while attributing it to the general 
fall in commodity prices, give various reasons for 
it such as War debts, the maldistribution of gold, 
and more especially overproduction, but none of 
these causes give a satisfactory explanation. They 
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do not attribute it to the real reason which is the 
failure of our present monetary system. Over- Over, 
production is the favourite cry, and people talk prod, 

of production as if it were an evil, and as if the 
masses of the people were so well off that it would 
be a good thing to stop the production of things 
necessary and useful. What is wanted is for the 
people to have more of everything, more of the 
necessities and comforts of this life. A table at 
the end of this paper shows that prices can rise 
in a period of a great increase of production, 
providing that money increases at the same time, 
as it did in the time of the Californian and Austra-
lian gold discoveries. ' 

It is said that supposing gold has appreciated ~.' 
. and prices have fallen, what does it matter, because ce 
if a man's receipts go down his expenses go down 
as well, and he is practically as well off as he was 
before. The answer to this is that if this adjust
ment did take place, if all debts and obligations 
automatically fell with the fall in prices, there would 
not be much to complain of, but this adjuStment ~:f!1' 
does not take place, and it is not possible that it I" 
should take place simultaneously with the fall in 
prices. 

One of the chief characteristics of the age is the 
time contract; money is borrowed for a long period 
of time, and this debt remains fixed, with the 
interest, and must be repaid no matter how prices 
may fall, and it must be remembered that retail 
prices have not fallen in the same degree as whole
sale prices., Trade, industry and commerce are 
carried on on money borrowed under one form or 
another, debentures, shares, mortgages and charges 
of various kinds, and as prices fall it becomes 
more and more difficult to meet these charges. 
Wages too would have to be adjusted, which would 
cause great industrial unrest. What is wanted is a Stab 

stable monetary measure of value, not indeed, to W:i 
stabilise prices at their present level, which the ~ 
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MacMillan report said would be disastrous, but at 
the level of 1928, and to keep them at that level. 
Objections are raised to what is called a manipu
lated currency, but our currency is manipulated 
now in various ways, more especially by the raising 
of the Bank Rate for the purpose of attracting gold, 
and contracting credit. The ordinary man wants 
a metallic backing to notes, and silver at a ratio 
can serve this purpose equally as well as gold, 
and did so in civilised times down to the year 1873, 
when it was demonetised by half the nations of the 
world. That some remedy must be found, and 
found soon, is, I think, very generally admitted, and 
a grave warning is to be found in the note to the 
Report of the Gold Delegation of the Financial 
Committee of the League of Nations, June, 1932. 
It is signed by M. Albert Janssen, Sir Reginald 
Mant, and Sir Henry Strakosch, and concludes 
with these words :-

"It may be truly said that international 
trade is being gradually strangled to death; 
if the process continues, millions of people in 
this economically interlocked world mnst in
evitably die of starvation, and it is indeed 
doubtful whether our present civilisation can 
survive." 
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Part 3.-S1LVER. 

Ever since Abraham bought the cave of Mac· 
pelah for 400 shekels of silver, current money with 
the merchant (Genesis XXm), and even before 
that time, silver has been one of the most important 
monies of the world, and up to quite recent times 
has been legal tender in the chief countries of the 

. world, and is still the money of the East • 

. In :jj:ngland, in 1696, John Locke, Sir Isaac ~?~ 
Newton and Lord Somers were appointed to deal N~ 
with the reformation of the currency. They fixed Lor< 

a ratio of 16 to 1 between silver and gold, which 
unfortunately, undervalued silver, and silver went 
to France where it possessed a higher purchasing 
value. Sir Isaac Newton subsequently recom
mended that the ratio should be made the same, 

. but this was not done. In 1816, Lord Liverpool, L?" 
seeing that the Mint was little employed in coining L.VI 

silver, came to the conclusion that Enilland was 
"naturally a gold country," and that ' gold was 
the natural currency of England," and closed the 
mints to the free coinage of silver, and adopted the 
Gold Standard. This did not so much matter, 
as the example of England was not then followed. 
The United States were on silver, and so was 
Germany and India, and France and the Latin 
Union, which consisted of Italy, Switzerland, 
Belgium and Greece in addition, kept their mints 
open to the free coinage of gold and silver at the 
ratio of 15l to I, which kept the ratio steady 
till Germany began the general demonetisation Ge. 
of silver in 1873. 181 
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That the ratio remained steady notwithstanding 
great fluctuations in the annual production of 
gold and silver is shown by the table of the ratio 
at the end of this paper. Germany demonetised 
silver because she was paid a large indemnity in 
gold by France, and decided to follow the example 
of England, and adopt the gold standard. This 
move, whether intentionally or unintentionally, 
further embarrassed France, and she, together 
with the Latin Union closed her mints to the free 
coinage of silver. The United States followed suit, 
and the mints of India were closed to the free 
coinage of silver in 1893, and the scramble for 
gold began. The change was not made without 
various protests being made at the time. 

M. ROLAND, Governor of the Bank of France, 
said before a French Monetary Convention :-

"We have not to do with idle theories. The 
two monies have actually co-existed since the 
origin of human society." 

"They co-exist because the two together 
are necessary by their Quantity to meet the 
needs of circulation." 

The controversy was carried on for years, and 
many attempts both National and International 
were made to restore silver to its old place in the 
currencies of the world. Many International Con
ferences were held, the United States Republicans 
and Democrats were in favour of International 
Bimetallism, and England, while willing to keep 
the Indian Mints open to the free coinage of silver, 
did not see its way to reverse the policy of 1816, 
and the negotiations came to an end. 

The results of this policy of the monetary revo
,or. lution of which the eminent American Economist, 

Professor F. A. Walker, said, " The history of the 
century would be searched in vain for a political 
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blunder of equal enormity," were BOon felt, and 
there took place :-

(1) a fall in prices in gold-standard countries; 

(2) the loss. of the par of exchange between the 
gold-standard West, and the silver-standard 
East. 

The prophecies of the Bimeta.lli.sts unfortunately 
came true. Owing to the diminution in the volume 
of legal tender money, prices fell to the lowest level ~"! 
of the century, and the burden of all fixed debts n 

was increased, and a period of general depression 
was suffered very similar to the one we are experi
encing at the present time. Relief came when the 
gold discoveries in South Africa and cyanide:;:. 
process largely augmented the stock of gold, 1 

and prices improved, but owing to the increase of 
trade and population the stock of gold is quite 
insufficient at the present· time to form the basis 
of the great volume of credit on which the business 
of the world has to be carried· on. More legal 
tender money is required to stop the catastrophic 
fall in commodity prices; confidence is not enough, 
the more confidence you have when prices are 
falling the more money you lose. Deflation should 
be cured by Reflation, and a return to the old Be 
Bimetallic system of one money founded on the 
two metals, linked together by a ratio, would : 
seem to provide the best method of Reflatjon 1l1~ 
where a metallic basis is required for a currency. 

The relative production of silver to gold has BE 
remained curiously steady throughout the ages at !f 
about 14 ounces of silver to 1 ounce of gold, though· <l< 
it has fallen off of late years, and there are no good 
reasons for fearing a glut of silver. If Bimetallism 
were enacted to-morrow, the ordinary man would 
probably not know that we had abandoned gold 
mono-metallism, and that our reserves were held 
in silver as well as gold, and if prices rose too high 
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the unsecured Dote issue could be curtailed. The 
lie ratio to be adopted would be a matter for serious 

consideration, but there are many good reasons 
in support of a ratio of 20 to 1. 

The ideal solution would be an agreement 
between the leading countries of the world to estab
lish an identical ratio, but the British Empire 
with India and the countries on sterling might well 
be able to establish and maintain a ratio. The 
rise in the price of silver would no doubt benefit 
the producers of silver, and in so far as the rise was 
due to Legislation, the Governments concerned 
might well take a share of the profits. 

Faced as we are by the most deplorable 
oy. conditions of general bankruptcy, not only of 

individuals, but of States which cannot meet their 
obligations, of unremunerative trade, of unemploy
ment, and of crushing taxation, it is our duty to study· 
the causes, and if possible find a remedy. The 
chief cause seems to be admitted to be the great 
drop in the price of staple commodities. This is 
not due to over-production, as can be shown in the 

•. figures of the production of such leading commo
dities as wheat, copper, silver and cotton, the 
production of which has fallen off rather than 
increased during the last three years, so if there is 
any truth in the Qua.ntity Theory of Money, the 
crisis may well be a monetary one, and the ca.use 
of our misfortunes be not the over-production of 
cQmmodities, but the under-production of money. 
This may be cured in various ways, but in the 
present circumstances the restoration of silver to 
its old place in the monetary system would seem 
to be the soundest •. 
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POINTS. 

(1) .. Money is the mightiest engine for which 
mankind can lend an intelligent guidance." 

(2) '! Silver and Gold have co-existed as money 
since the origin of human Society." 
(Roland.) 

(3) The pound sterling was originally a pound 
of silver, and the modern penny was a 
pennyweight of silver, and 240 penny
weights made the pound. 

(4) Bimetallism means one standard of metallic 
money founded on the two precious metals 
linked together by a ratio. 

(5) In a few years the value of gold has risen 
no less than 50 per cent. (Professor Gustav 

. Cassel.) 

(6) The Unit of Money is all money, and the 
pound dollar, franc, etc., are only fractions 
of that unit. 

(7) The essence of money is QUANTITY and 
LIMITATION, and not the substance of 

. which it is made. 

(8) There is no greater disturber of social order 
than an ill-regulated money. (Del Mar.) 
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APPENDICES. 

APPENDIX A.-Consists of extracts from the 
final report of the Royal Commission on Gold and 
Silver, and deals with the practicability of a ratio 
between silver and gold. 

APPENDIX B.-Shows that in the period 
1849·72, which included the gold discoveries in 
California and Australia, production increased very 
rapidly, and prices rose considerably, while in the 
years 1872·1894, which included the demonetisation 
of silver, prices fell off very sharply while pro
duction diminished. Prices continued to fall till 
the great influx took place of gold from South 
Africa. 

APPENDIX C.-Shows the ratio between silver 
and gold from the year 1687 to the demonetisation 
of silver, when silver fell sharply, and the fall has 
been continued. 

APPENDIX D.-Is a remarkable prediction by 
Mr. Ernest. Seyd in 1871. 

APPENDIX E.-Shows the production of gold 
and silver in the world since 1895 in fine ounces. 

APPENDIX F.-Is an extract from a speech of 
the late Lord Balfour, the wisest man I have 
known. 
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APPENDIX A. 

• ErrB.A.CTS I'BOII TIIB FINAL RBl'OBT 01' TIIB RoYAL. 

CoIIDIISSION ON GoLD AND SILVER, 1888 :-

FBoIIPABTL 

Sec. 192.-" Now, undoubtedly, the date which forms the 
dividing line between an epoch of approximate fixity in 
the relative value of gold and silver and one of marked 
instability, is the year when the Bimetallic system, which 
had previously been in forae in the Latin Union, oeased 
to be in fuJI operation; and we are irresistibly led to the 
oonclusion that the operation of that system, established 
as it was in oountries the population and commeroe of which 
were considerable, exerted a material influence upon the 
relative value of the two metals. 

"So long as that system was in force, we think that, 
notwithstanding the changes in the production and the 
use of the precious metals, it kept the market price of silver 
approximately' steady at· the ratio fixed by law between 
them, namely, 15! to 1. 

Sec. 193.-" Nor does it appear to us II priori unreasonable 
to suppose that the existence in the Latin Union of a Bimetallio 
system, with a ratio of 15l to 1 fixed between the two metals, 
should have been capable of keeping the market price of silver 
!'teady at approximately that ratio. 

"The view that it could only affect the market price 
to the extent to which there was a demand for it for currency 
purposes in the Latin Union, or to which it was actually 
taken to the minte of those oountries, is, we think, fallaoious. 

"The fact that the owner of silver could, in the last 
resort, take it to those minte and have it converted into coin 
which would purchase commodities at the ratio of 15,-of 
silver to one of gold, would, in our opinion, be likely to affect 
the price of silver in the market generally, whcever the pur
ohaser and for whatever- country it was destined. It would 
enable the seller to stand out for a price approximately to the 
legal ratio, and would tend to keep the market steady at 
about that point." 
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APPENDIX B. 

.. PRICES AlIID I'BoDUOTION," BY Sm GUILDrOBD 

MOLBSWOBTH, K.C.I.E. 

It is Mid that the fall in prices since 1872 is mainly due 
to increased production, but if that is the case how is it that 
in a corresponding period of time previous to 1872 a much 
greater increase in production did not only not produoe a 
fall in prices but was actually accompanied with a rise in 
prices' The answer to this question is to be found in the 
fact that .. during the first period there was a large expansion 
in the volume of the metallio basis of international money 
tending to raise prioes, while during the latter period there 
was a great contraction of it, consequent on the closing of 
the mints in Europe to the free coinage of Silver in 1873." 
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APPENDIX C. 

CoHMEBOUL RATIO 011 SILVEB TO GoLD BACH YBAB I'BOK 
1687 TO 1894, BASlID UPON TH1II Pm:OIll 011 SILVIIIB IN TH1II 

LoNDON MABKIIIT. 

Year. Ratio. Year. Ratio. Year. Ratio. V_. Ratio. 

1687 14.94 1739 14.91 1791 16.05 1843 15.93 
1688 1<.94 1740 14.94. 1792 16.11 1844 16.36 
1689 16.02 1741 1<.92 1793 15.00 1846 15.92 
1690 15.02 1742 IU6 1794 16.37 18'6 16.90 
1691 14..98 1743 14.86 1796 16.56 1847 16.80 
1692 1<.92 1744 14.87 1796 16.66 1848 16.86 
1693 IU3 1746 14.98 1797 lUI 1849 16.78 
1694 IU7 1746 16.J8 1798 16.69 1860 16.70 
1696 15.02 1747 16.28 1799 16.74 1861 15.46 
1698 16.00 1748 16.11 1800 15.68 1862 IU9 
1697 16.20 1749 lUO 1801 15.48 1863 16.33 
1698 16.07 1750 14.66 1802 16.28 1864 16.33 
1699 14.94 1761 14.39 1803 16.41 1866 16.38 
1700 14.81 1762 14.64 1804 16.41 1866 16.38 
1701 16.07 1763 14.64 1806 16.79 1857 16.21 
1702 16.62 1764 lU8 1808 16.52 1858 16.38 

I 1103 16.17 1766 14.68 1807 16.43 1869 16.19 
1704 16.22 1766 1<.94 1808 18.08 1860 16.29 
1706 15.11 1767 14.81 1809 16.96 1861 15.60 
1706 16.21 1768 14.86 1810 15.71 1882 16.35 .g 1707 16." 1769 14.16 1811 16.63 1863 16.37 
1708 16.41 1760 14.14 1812 16.11 1864 16.37 B 
1709 16.31 1761 14.64 1813 16.26 1866 16.44 ~. 1710 16.22 1762 16.27 1814 16.04 1886 16.43 
1711 16.29 1783 14.99 1816 16.28 1867 16.61 ~i 1712 16.31 1764 14.70 1816 16.28 1868 16.69 ~~ 1713 16.24 1'i65 14.83 1811 16.11 1869 16.60 
1114 16.\3 1768 14,,80 1818 16.36 1870 16.51 ]J3 '1116 16.11 1161 IU6 1819 16.33 1811 16.67 
1716 15.09 1768 lUO 1820 16.62 1872 15.63 l3'S 
1717 16.13 1769 14.72 1821 16.96 1813 

IU7l ~i 1718 16.\1 1770 14.82 1822 16.80 1874 
1719 16,09 1771 14.06 1823 16.84 187& 16.59 "ll:a 1120 16.04 1772 14.62 1824 16.82 1876 17.88 Il,~ 1721 16.06 1773 14.62 1826 15.10 1877 17.22 ~:S 1722 16.11 l'i"74 14.62 1826 16.78 1878 17.94 Z'S 9 1723 16.20 1776 14.'11 1827 16.14 1879 18.40 0 . 1124 16.11 1778 14.66 1828 15.78 1880 18.05 ~ U 1726 16.\1 1777 14.64 1829 16.78 1881 IB.16!< . 1726 HUG l'i"18 14.08 1830 11S.82 1882 IB.19 '" S~ 1121 16.24 1779 IUO 1831 15.72 1883 IB.64 ~ 'll.B 1728 16.11 1780 14.72 1832 16.73 1884 IB.57 ~,; 1729 1..02 1781 14.78 1833 16.93 1836 19.41 Z"il 1730 14.81 .1'182 14 .• 2 1834 16.13 1886 20.78 §l J!l ~ 1731 14.94 1783 14.4.8 1835 16.80 1887 il:l~ ~ is 1732 16.ou 1784 14.70 1836 16.72 1888 
1133 16.18 1186 14.92 1831 16.83 1889 

22.10 J ~ 173' 16.39 ' 1786 14.96 1838 16.86 1890 19.76 1735 15.41 1787 14.92 1839 16.62 1891 20.92 ii 17J6 16.18 1788 101,85 1840 16.62 1892 
1731 1M2 1789 14.75 1841 16.70 1893 ~m ~ 1138 14.91 1790 16.04 1842 16.87 1804 32.56 
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APPENDIX D. 

The evils which have followed the closing of the Mints 
to Silver in Christendom were foretold in the following remark. 
able prediction by the late Mr. Ernest Seyd in 1871 :-

.. It is a great mistake to suppose that the adoption of the 
gold valuation by other States besides England will be 
beneficial. It will only lead to the destruction ofthe monetary 
equilibrium hitherto existing, and cause a fall in the value 
of Silver, from which England's trade and the Indian Silver 
valuation will suffer more than all other interests, grievous. 
as the general decline of prosperity all over the world will be." 

.. The strong doctriuism existing in England as reg..rru. the 
gold valuation is 90 blind that, when the time of depression 
sets in, there will be this special feature :-The economical 
authorities of the country will refuse to listen to the cause 
here fore-shadowed; every possible attempt will be made to 
prove that the decline of commerce is due to all sorts of 
causes and irreconcilable matters. The workman and his 
strikes will be the first convenient target; then speculation 
and over.trading will have their tum. Later on, when 
foreign nations, unable to pay in silver, have recourse to 
protection, when a number of other secondary causes develop 
themselves; then many would·be wise men will have the 
opportunity of pointing to specifio reasons which in their 
eyes account for the falling off in every branch of trade. 
Many other allegations will be made totally irrelevant to the 
,real issue, but satisfactory to the mora1ising tendency of 
!in&ncial writers. The great danger of the time will then be 
that, among all this confusion and strife, England's supremacy 
in commerce and manufactures may go backwards to an extent 
which cannot be redressed, when the real cause becomes 
recognized, and the natural remedy is applied." 
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APPENDIX E. 

I'BonuCTIoN OJ' GoLD AND SILVER IN TBB WOBLD SINm; 1895. 

(The estimates are those of the Bureau of the Mint.) 

Ratio of Silver 
Calendar GOLD. Sn.VER. production (weight) 

y ..... Fine Ounces. Fine Ounces. to Gold 
production (weight). 

1895 9,615,190 167,500,960 lU 
1896 9,783,914 157,061,370 16.1 
1897 . 11,420,068 MO,421,082 14.0 
1898 13,877,806 169,055,253 12.2 
1899 14,837,775 168,337,452 11.3 
1000 12,316,135 173,591,364 lU 
1901 12,625,527 173,011,283 13.7 
1902 14,364,680 162,763,483 U.3 
1903 15,852,620 167,689,322 10.6 
1904 16,804,372 164,195,256 U.8 
1905 18,396,451 172,317,688 9.4 
1906 19,471,080 165,054,497 8.5 
1907 19,977,260 1-64,206,984 9.2 
1908 21,422,244 203,131,404 9.5 
1909 21,965,111 212,149,023 9.7 
1910 22,022,160 221,715,673 10.1 
1911 22,397,136 226,192,923 10.1 
1912 2~,605,068 . 230,804,241 16.2 
1913 22,254,983 210,013,423 9.4 
1U14 21,301,836 172,263,596 8.1 
1915 . 22,737,520 173,000,507 7.6 
1916 22,031,094 180,801,919 8.2 
1917 20,345,528 186,125,017 9.1 
1918 18,614,039 203,159,431 10.9 
1919 17,698,184 179,849,840 10.2 
1920 16,130,110 173,296,382 10.7 
1921 15,974,962 171,285,542 10.7 
1922 16,451,946 209,815,448 13.9 
1923 17,790,597 246,009,584 13.8 
1924 19,031,001 239,484,703 12.6 
1925 19,025,942 245,213,993 12.9 
1926· 19,849,118 253,795,166 13.1 
1927 .19,431,194 253,981,085 13.1 
1928 19,755,622 257,925,154 13.1 
1929 19,496,721 261,715,021 13.4. 
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APPENDIX F. 

'IN:rmATIONAL BIIIDIiTALtISIII POSSmLB AND ADBQI1ATIII. 

The Right Hon. A. J. Balfour concluded his speech at the 
Town iHall, Mancl\ester, on Ootober 27th, 1892, with these 
words :-" But while I hold all these convictions I also believe 
that. the 'bimetallio solution is possible and is adequate. 
(Applause,) I don't give it you as a oure for every induatrial 
evil. I don't come forward as a quack with a universal 
remedy. I don't tell you that it will drive bad trade for 
ever from these shores and give every man who desires to 
work a chance of working for a good day's wages, and every 
man who desires to invest the certainty of a profitable 
investment. (Hear, hear.) I paint no such visions before 
you. : I put no such promise before your gaze. But I do say 
that for a great commercial oountry a sound instrument of 
ell'change is 'a matter of the fi.ret necessity. (Applause., 
I do .y that the instrument of ftchaDge which Jou actually 
bave i. a ball instrument, and I offer you for your acceptance 
an instrument which, if not perfect, iI at all event. practicable, 
and it incomparably better than any which you are likelJ to 
obtain by any other _ of which I bave anJ knowledg .... 
(Loud applause.) 
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