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- MONEY AND BANKING, 1935/36

PREFACE

This puBHcaﬁon, Money and Banking, 1935/36, is a continuation of the memoranda
on Commercial Banks, issued in 1931, 1934 and 1935. The title has been changed in order
to provide a more accurate description of the contents, which cover general monetary
developments as well as purely commercial banking. The general approach remains,
however, along the avenue of commercial banking.

The present edition is issued in two volumes. The first volume, Monetary Review,
replaces the Introduction contained in earlier editions. It consists of an outline sketch
of the main types of monetary policy pursued in various countries in recent years, together
with an examination of the relationship between monetary and banking phenomena and
the general course of economic developments. The nature of that relationship is, however,
often -difficult to determine with precision and such conclusions as aré suggested must
be regarded as tentative and provisional,

The second volume, Commercial Banks, gives a detailed analysis of banking develop-
ments in forty-eight countries in 1934/35. The Summary Tables, in which the national
statistics are adapted to a standard balance-sheet form, are carried in most cases up to
the end of 1934. Where monthly statistics are available, the analysis of individual
countries covers, in addition, part or the whole of the year 1935. The scope of this
part of the work has been somewhat extended in order to relate the changes in

" commercial banking to a more general monetary background.
Chapters have been added on China, Egypt, Luxemburg and Paraguay.

A. LovEDAY,
Director of the Financial Section
and Economic Intelligence Service.
League of Nations,
Geneva, June 1936.
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ARGENTINE.

. L

The most important recent development in
Argentine banking ‘was the enactment of the
Banking and Currency Reform Laws. Fhe former
banking system! has been completely. altered.
The bank reform, based on Sir Otto Niemeyer’s
recommendations ? 'as framed by the JFinance
Minister at the end of 1934, was passed by Congress
at the beginning of 1935. The enactments
embodying the reform, which were issued on
March 28th, 1935, comprised five closely conngcted
groups of measures for :

(1) The creation of a central bank ;

(2) The control by the central bank of banking
activities ;

(3} The establishment of the Instituto Movili-
zador de Inversiones Bancarias ;

(4) The reorganisation of the Banco de Ila
Nacién and of the Banco Hipotecario
Nacional ; and

(5) The general organisation of the currency
system.

The Banco Central is in the form of a joint-stock
company with &' capital of 30 million pesos, divided
into three blocks: The first block of 10 million
pesos was subscribed by the Government, which
utilised a portion of the profit resulting from the
revaluation of the gold reserve for the purpose.
The second block was reserved for subscription by
the Argentine banks, national and foreign, in
amounts_proportional to the total of their fully-
paid-up“capital. The balance of 1o million pesos
will be subscribed later by banking establishments
with a capital exceeding I million pesos. The

- central bank thus established assumes certain

functions hitherto exercised by a number of
different bodies. In particular, it is responsible

for the gold reserve and the note circulation, and:

for rediscounting operations and the control of
the exchanges -and of the value of the national
currency. In addition, it acts as financial agent
and adviser to the Government, administers the
reserves of the member banks and conducts clearing
operations. - Its rediscounting activities are limited
to short-term‘ commercial bills. Advances on
securities may not exceed the amount of the
capital and reserves. Its open-market operations
are restricted to the Consolidated Treasury Bills
created by the transformation of the Patriotic
Loan of the Caja de Conversién and of the Treasury
bonds in circulation. The bank is not allowed to
immobilise its funds or to. make advances on
current account to the Government to the extent
of more than 10 % of the Government’s receipts for
the last three years.

The note issue privilege of the Caja de Conversién,
which was terminated by the Banking Reform
Laws, passed to the Banco Central as from May
31st, 1935. The nature of the transactions which
led up to the abolition of the Caja de Conversion
and the transfer of its assets and liabilities to the
Banco Central will be apparent from the following
_table of the different elements of the former's note
issue :

Dec. Dec. Dec. Dec, May
3Ist, 31st, 3ist,  sast, 31st,
1932 1932 1933 1934 1935
Paper pesos (000,00¢'s'
Fiduciary circulation
(Conversion Law
of 1869) . . . 2930 2930 2030 2930 2930
Note issue against ; .
Gold reserve (at
the rate of 1
paper peso =
44 gold centa-
vos) . . .. 5929 5839 3610 3610 501.0
Rediscounted :
bilis _+ 359.2 295.3 206.5 172.2 2106.4
Advances on Pa-
triotic Loan
bonds (859
of nominal
amount} .. . — 166.5 153.4 145.3 T45.3

Total note .
issue . , 1,245.1 1,338.8 1,213.9 1,171.5 1,2135.7

The notes in circulation transferred to the Banco
Central were replaced by new notes issued by the-
latter. The Government is responsible for the
circulation of small coin and notes not exceeding
5 pesos ; but this subsidiary note issue, against
which there is no reserve cover, may not exceed
the total in circulation on May 31st, 1935 (viz.,
212 million pesos), unless the Banco Central asks
for an increase and the total circulation of such
subsidiary currency does not exceed 20 pesos per
head of the population. On the other hand, the
Banco Central's note issue and other sight liabilities
have to be covered by a gold and foreign exchange
reserve of not less than 25 9. The foreign exchange
reserve may not exceed one-tenth of the total
reserve ; nor may the total foreign exchange
holdings of the bank in any circumstances exceed
an amount equivalent to 20 % of the reserve.

The assets of the former Caja de Conversién
which served as cover for the former note iszue
were transferred to the Banco Central, subject to
the following changes. The advances on Patriotic
Loan bonds were transformed into Consolidated
Treasury bonds. The fiduciary issue, dating from

~ before the 1899 Conversion Law, amounting to

! See Commercial Banks, 1gr3-1929, page 352 ; I1925-1933, page 268 ; 1929-1934, page 155.

* See Commercial Banks, 1925-1933, page 269.
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293 millions, was taken over by the Goyement.
which in return guaranteed 174 millions of
subsidiary currency and gave the bank guarar'ltged
non-interest-bearing bonds to 2 total of 119 million
pesos to cover the balance of the subsidiary currency
in circulation. Thé gold reserve of the Caja de
Conversién was revalued on its transfer to the new
bank at the rate of 25 paper pesos to 1 gold £,
which represents a rate of approximately X5 paper
pesos to the £ sterling. The profit of 702 million
pesos resulting from the revaluation of the reserve
was utilised by the Government for certain financial
operations. !

In addition to the transfer of the assets and
liabilities of the Caja de Conversi6n, other assets (in
particular, those of the Exchange Control Office)
were handed over to the Banco Central. Similarly,
the clearing accounts of the commercial banks
with the Banco de la Nacién were handed over to
the Banco Central. The effect of these transfers
of the assets and liabilities of the Caja de Conversion
and of the other independent institutions are shown
in the first balance-sheet of the Banco Central as
follows :

May Sept. Nov.
31st joth 3o0:h
Pesos (000,000%s)
Assels : .
Goldreserve , . ., . . . . . . 1,224.4 1,224.4 1,224.4
Foreign exchange . . . . . . . 122.6 IIL.3 125.3
Subsidiary currency . . . . . . 11.0 10.0 19.5
Guarantee bonds without interest 118.9 118.9 ~ 118.9
Consolidated Treasury bonds . . 4000 1300 227.7
Liabilities :
Note circulation . . . , . . . 964.4 932.2 040.0
Deposits on current account :
Banks. . . ... .. ... 378.5 2411 203.6
Government . . . . . .. . 136.3 145.8 186.7
Other deposits . ., . . . . . 1.9 100,90 I196.0
Capital of the Instituto Movili-
zador de Inversiones Bancarias 10.0 10.0 . 10.0
Reserve of the Instituto Movili-
,  zador de Inversiones Bancarias  163.6 145.8 163.6
Government Fund for future
redemption of Treasury bonds 1.6 — —
Variations in the rates of Conso-
lidated Treasury bonds , . . - 17.6 15.7
Gold and foreign-exchange cover : % % %
(a) Fornote circulation . . . 139.7 143.3 143.6
{b) For note circulation and
sight liabilities . , . . 72.2 83.3 79.4

! The 702 millions were employed as follows :

1. Banco Central shares subscribed by Government

In addition to the provisions with regard to the
constitution of the Banco Central, the Banking
and Currency Reformm Laws contain a variety of
regulations, of *which the following are the chief.
The commercial banks are required to deposit a
proportion of their liquid assets equivalent to 16 %
of theirsight deposits and 8 % of their time deposits
with the Banco Central, which is given a right of .
control over all banking institutions. The cash
holdings- of the majority of banks are incidentally
above the legal minimum.

The law for the foundation of the Imstituto
Movilizador de Inversiones Bancarias -stipulates
that -¢he institution, the purpose of which is to
liquidate the frozen assets of the banks, is to be
purely provisional and that its capital and reserves
are to be formed (as stated above) out of a part
of the profit derived from the revaluation of the
gold reserve. .

The laws amending the organisation of the Banco
de la Nacién and the National Mortgage Bank
{Banco Hipotecario Nacional) are mainly concerned
with the management of the two imstitutions in
question. They limit the amount of the advances
by the Banco de la Nacién to 15% (in lieu of 25 %)
of the bank's capital and reserves.

The organisation law establishes a committee of
experts to assist the Government in its financial
and currency reforms. )

The above reform has had important effects on
the banking situation, which will be apparent from
the balance-sheet of the Banco Central given above,

and further from the following summary of the

principal accounts of the Buenos Aires banks : 2

Dec. Dec. June Nov.
1933 1934 1935 1935
Paper pesos (000,000')

Deposits , . . . . .. 3.605 3,534 3.487 3,358
Discounts and advances 3,099 3073 2,588 2,496
Cashin hand . . . . . 793 615 759 853

The high degree of liquidity of the banks and the
reduction in discounts and advances are explained
primarily by the fact that the Government was
recently enabled to reduce the floating debt with
the aid of the profit resulting from the revaluation
of the gold reserve. Such was the glut on the
money market that the Banco Central was enabled

Pesos (000,000's)
............. 10

2. ‘Cagita: { 810 m_i]lll_ions)) ang reserves of Instituto Movilizador de Inversiones Banca-
nas {380 miflions}, 216 millions of which were_for cover for i i
transferred from the Caja de Conversién fediscounted bills

................

3. Redem;_)tion of Treasury bonds . . . .. .. ....,....... 140
4. Reduction of Government debt to Banco de la Nacién . . . . . . . . . . . 150
5. Fund for further redemption of Treasury bonds . . . .., ... .. . . 12

702

* It will be apparent from consideration of the corresponding i i i i
7 items in t
Buenos Aires banks are almost the only banking &stablishpx‘nents %n the cl:unlils:'sy.table andin the Summary Table that the
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to embark on open-market operations whose extent.
and effects are apparent in the balance-sheet shown
above. On the other hand, the deposits of the
commercial banks with the Banco Central
(originally. due to transfer of the credit balances
of the banks previously held for clearing transac-
tions at the Banco de la Naci6n, and"also to the
redemption of Treasury bonds) fell from 579 mil-
lions — a sum much too large for the clearing
operations of the Banco Central and for the legal
reserves of the latter — to 204 million pesos. The
cash holdings of the banks, after a marked drop in
1934, rose tapidly under these circumstances in
1935. '

In addition to the reduction of the Government'’s
floating debt, it was found necessary, in connection
with the reform of the banking position, to reduce
the credits accorded by the Banco de la Nacién
to the commercial banks. 1In 1935, the Instituto
Movilizador de Inversiones Bancarias took over
from the Banco de la Nacién some 315 millions of
frozen credits, handing to the latter more than half
that amount (178.4 millions) in cash. The Instituto,
which thus took over the claims of the commercial
banks, established a new bank in December 1935
known as the Banco Espaiiol del Rio de la Plata
Limitada, with a capital of 20 million pesos, to
take over the liquid assets and deposits of the four
banking institutions — Banco Espafiol del Rio de
la Plata, Banco el Hogar Argentino, Emesto
Tornquist y Cia, and Banco Argentino Uruguayo —

"while reserving for future use such assets as did
‘not admit of immediate realisation. The Instituto,
founded with a capital of 10 million pesos and a
reserve of 380 millions, used up almost the whole
(368.4 millions) of its liquid reserves by the transfer
of 178.4 millions to the Banco de la Nacién and
by a payment of 1go millions to the Banco Espaiiol.
The financial reforms are now officially regarded as
complete.

- The Banking and Currency Reform Laws further
modified the control of foreign exchange and
foreign trade.! The Exchange Committee was
abolished, and the Banco Central was made
responsible for the exchange control and, in
particular, for fixing the official purchase and sale
rate of the peso. The peso auctions instituted in
November 1933 ceased, and the Banco Central
was authorised, as from January 2nd, 1936, to fix
the official sale rate of the peso., The three rates
on that day in £ sterling were — official putchase
rate 15, official sale rate 17.02, and free-market rate
18.27 paper pesos per £ sterling.

The legislation of March 29th, 1935, further:
modified the import trading system. As from
April 22nd, 1935, goods from countries, like the
United States of America and Japan, having no
commercial treaty or payment agreements with
the Argentine, which were imported without a
previous exchange permit, were made subject to a
variable surtax fixed daily at a rate bringing the
free-market rate of the peso up to an amount
sufficient to make the rate actually paid by the
importer equal to 20 % more than the official sales
rate. At the same time, a number of payment
agreements were concluded with countries with
which the Argentine had an unfavourable trade
balance — e.g., the United Kingdom, Germany,
Spain, the Netherlands, Belgium and Switzerland.

The exchange system before the abolition of
the foreign-exchange auctions left the Government
with a profit drawn mainly — apart from.such sales
as it might effect on the free market — from the
spread between the official purchase and official
sale rates. This profit, which on August 15th,
1935, amounted to 197.8 million pesos, was used
to constitute an Exchange Equalisation Fund of
112.8 millions, to keep up minimum prices for certain
agricultural products (15.5 millions) and to reduce
the service of the public debt (69.5 millions).

Balance-sheet Summary.

Note. — For detailed notes on various items of the Balance-sheet Summary, see preceding edition

of this volume.

1. Cash. . ’ Y

The amounts shown under {a) consist entirely
of gold. - Those shown under (&) consist of :

Pesos (000,000’s) 1929 | 1931 | 1932 | 1933 | 1934
Notes . . . ... .. 292 | 383 | 5352 | 376 | 321
Banco de 1a Nacién . | (97) | (x14) | (266) | (x10) ] (99)
Ordinary banks . . (195) | (269) | (386) | (266) | (222)

Clearing-house balances
of ordinary banks . . 84 |-124 86 | 135 82
Total . . . .| 376 | 507 | 635 | 511 | 403

3. Bills discounted and bought.

The sums shown in the Summary Table consist
of bills discounted for the public. They do not
include the Banco de la Nacién's rediscounts for
the ordinary banks, which are given outside the-
balance-sheet (see note to group 22 below). The
amounts discounted by the Banco de la Nacién and
by the ordinary banks are shown below :

Pesos (000,000's) 1929 | 1931 | 1932 | 1933 | IG34
Banco de la Nacién . . 681 675 633] 560 523
- Ordinary banks . . . .| 1.003] 71,0351 925, 872} 876

Total . . . .| 1,684 1,710| 1,558( 1,441] 1,399

1 For the organisation of the market and the legislative position before January 1934, see Commercial Banks, 1929~

1934, page 155,
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ARGENTINE. COMMERCIAL BANKS Table 1 (a).
. SUMMARY OF POSITION AT THE END OF :
ACCOUNTS -
' 1929 1931 1932 1033 1934
Number of Banks. - « « « « o « o = o = o « + - 26 26 26 " 26
| | ASSETS : Pesos (;ooo,ooo’s omitted)
T.Cash . . . « « « v v o v o s e s PR 470 514 643 516 403
(a) Gold, silver and small coins . . . . . . . 94 7 5 5 3
(b) Inland notes and balances with Central :
- Bank . . . . .« « ¢ ¢ 0 o o e 1 376 507 638 51T 400
2. Other Items of a Cash Nature . . . . . . . . 93 77 121 136 122
3. Bills discounted and bought . . . . . . .. 1,684 1,710 | 1,558 1,441 1,399
(a) Treasury bills . . . . . . . .. . .. - -_ — — —
(5) Commercial bills, Inland . . . . . . . — — — — —
(¢) Commercial bills, Foreign . . . . . . . .= - — — —
4. Investments and Securities. . . . . . e e 21T 271 262 242 233
(a) Government . . . . . . . . . . . .. — — — — —
(b) Other . . . . . . . .« . . . — — - — —
5. Participations . . . . . . .0 ... .. L — — — — —
6. Due from Banks (Correspondents) . . . . . . 92 — - 22 20
(a) Athome. . . . . . . ... . ... — — - — —
(b) Abroad . . . . . . .. ..o 92 - — 22 20
7. Loansand Advances. . .. . . . . . . . . . . 2,032 2,014 1,933 2,030 2,059
(a) On current account . . . . . . . . . . - — S —_ — —
(b) Other . . . . . . . . . ... .. .. — - - — —
8. Cover for Acceptances . . . . . . . . . . . S = - — — —
Q. Premises, etc. . . . . . . . . 0L — — — — —
0. Sundry Assets . . . .. . . ... ..o — — — — —
T1. Total ASSets + .« .« « v v v v b e e e e e 4582 | 4,586 | 4,517 | 4,387 | 4,236
LIABILITIES, :
I2. Capital pald up . . v « v v v 4 . oa . .. " 522 554 557
13. Reserve Funds . . . . . . . . .. .. ... 169 176 178
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 2 3 3 ;
15. Cheques and Drafts, etc., in circulation . . . . -— —_ - —_— —
16. Due to Banks (Correspondents) . . . . . . . . — 46 27 — —
(6) Athome . . . . ... .. ... .. — — — —_ —
D (b) Abroad . . . . . e e e e e e — 46 27 — —
7. Deposits . . . . . . v i e e e e e e e e 3,945 | 3, ,53 512 148
(a) Current accounts and sight deposits . . . :,218 2,333 ?5121 2,216 ?jﬁg
(b) S?.vings accounts . . . . . . . . . . . X,771 1,648 1,570 1,533 1,589
(¢) Time or fixed deposits. . . . . . . . . 710 667 654 | 537 504
(d) Otherdeposits . . . : . . . . . ... 246 231 218 226 223
18. Rediscounts . . . .. .. ... .. .... — 359 295 207 172
19. Acceptances and Endorsements . . . . . . . —_ - - = _
20. Sundry Liabilities . . .-. . . . . . .. L - - — — —
21. Total Liabilities . . . . .. .. .. .. .. 4,884 4,693 4,614 .
22, OtherBorrowings . . . . . . . . . .. ... 0
23. Value of currency (official rate) in Swiss francs | . 04 S24 ) 490 480 508
at the Eand ofeachyear . . .. ... ... 2.I0 1.30 1.09 1.07 1.02
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6 and 16. Due from and to Banks (Correspondent
Accounts).

Pesos (000,000's) 1929 | 193X | X932 | 1933 | 1934
Banco dela Nacién . . | +55 ol410| 412|432
Ordinarybanks. . . .| 437 | ~46 | —37 | 4+10 | —12

~Total . . . .|4+92|—46|—27}+22| +20
7. Loans and Advances.
Pesos (000,0007s) 192¢ | 1931 | x932 | 1933 | 1934
Toans ., . . .., 1,058 | 748 650| 645| 669
Banco de la Na-
ceibn ... . L] (143)] (126)] (130)] (140)| (128)
Ordinary banks .| (g15)| {(622)| (520)[ (503)| (541)
- Advances on Govern- .
ment securities, .| 528 691 673 686 | 696
Banco de la Na-
cibn . . ... (197)| (247} (248} (259} (272)
Ordinary banks .| (337)| (444)| (425} (427)] (424)
Other loans and ad-
vances . . . . . 446 57% 610 699 605
Banco de la Na- '
cibn . . . ., . (96} (120)] (146)| (2035} (z205)
Ordinary banks .| (350)| (455)] (464)] {404)| (490}
Total loans and ad-
vances . . 2,032 | 2,014 | 1,933 | 2,030 | 2,050
" ‘Banco de ia. Na-
cibn . .7. .. 436)! (493) (s24)[ (604)| (6os)
Ordinary banks . (1,596} |(1,521)|(1,409) |(x,426) {1,455}

17. Deposits.

1929

Pesos (ooo,000's) IG3I | 1932 1933 1934
" Current accounts. .| 1,218 | 1,009 | 1,112 | 1,216 | 1,168
Banco de la Na-
cién Lo, L L. (448)| (320)| (363)| (440)] (433)
Ordinary banks .| (770)| (689)| (749)| (776)| (735)
Savings deposits . .| 1,771 | 1,648 | 1,570 | 1,533 | 1,589
Banco de la Na-
ciém ., . ... (956)] (847}] (Bos}| {(8or)| (846)
Ordinary banks .| (815} (8o1)i -(765)| (732)| (742)
Timedeposits . . .| 710| 667| 654| s37| 3504
Banco de la. Na-
cibn . .1 .. (53)] (s7)]| (x34)] (94} (89)
Ordinary banks .| (657) (610)| (520)| (443} (417)
Other deposits. . .| 246 | 231 | 218 226]| =223
Banco de la Na- ’
ciébn . . . .. (r12)| (103)| (x02)| (100)| (rO9)
Ordipary banks .|- (r32)| (128)| (116} (126)| (114)
Total deposits . . .| 3,945 | 3.555 | 3.554 | 3.512 | 3,484
~ Banco de la Na- .
cibn . . . . .[(1.569)|(1.327)|(1.404)|{1.435) |(r.477)
Ordinary banks .|(2,376)|(2,228)|(2,x50)|{2,077)|(2,008)

I8. Redsscotnis.

The amounts shown under this heading in
the Summary Table represent rediscounts of
commercial paper which the Banco de la Nacién
effected with the Caja de Conversidn.

The ordinary banks rediscount commercial
paper with the Banco de la Nacién and borrow
from it against Government securities. As these
borrowings represent neither a net asset nor liability
of the commercial banking system as a whole, they
have been excluded from the Summary Table and
are shown separately outside -the balance-sheet
preper; See following note,

22. QOther Borrowings.

As stated above, the Banco de la Nacidn's
rediscounts of commercial paper for the ordinary
banks and its advances to them against Government
securities have been excluded from groups 3 and
7 under assets and from group 18 under liabilities.
They are shown in the present group and were
composed in the years under review as follows:~

Pesos {000,000's) 1929 | 1931 | 1932 | 1933 | 1034
Rediscounts of commer-
cial paper . . . .". 138 | 252 | 287 | 267 | 268
Borrowings against Go- )
vernment securities , | 266 | 272 | 203 | 213 | 240
Total . . . .| 404 | 524 | 490 | 480 | 508
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AUSTRALIA AND NEW ZEALAND.
. . General Note. :

On account of the very close connection existing
between the commercial banking systems of
Australia and New Zealand, 'the two Dominions
are here dealt with under a joint heading. As
© in the previous issues, the plan has been followed
of first treating the Australian and New Zealand
banking systems individually, and then as a whol.e.
The summary tables and detailed notes given in
the individual sections are based on official statistics
as reproduced in the Australasian Insurance and
Banking Record. These statistics refer exclusively
to the assets and liabilities of the banking offices
within each Dominion and exclude completely
capital and reserve accounts. After the individual
sections, a separate summary table is presented for

Australia and New Zealand together ; this table,
which is based on a summary prepared by the
Australasian Insur@nce and Banking Record of the
complete balance-sheets of all important ba.nl.(s as
published in their annual reports, covers all business
in Australia, New Zealand, London and elsewhere,
and includes capital and reserve accounts. The
summary table for the combined profit and loss
accounts of these banks is based on statistics
published in The Economist. The tables based on
the official statistics relate to the June quarter
and those based on the banks’ annual reports
to twelve-month periods ending at varying dates
round the middle of each year.

AUSTRALIA.

Bankingdevelopmentsin Australia during 1934/35
reflect principally the alteration in the overseas
trade and the continued improvement in internal
business . conditions. Whereas a considerable
increase in export values, a relatively small rise in
import values, and a favourable trade balance of
£ stg. 30.5 million had characterised Australian
overseas trade during the twelve months ended
June 1934, foreign trade in the year under review
discloses a decline of £ stg. 8.3 million in exports,
a rise of £ stg. 13 million in imports, and a
favourable trade balance of only £ stg. 9.3 million.
This change in the character of overseas trade is
due to the fall in export prices,! and to the
expenditure in 1934/35 of the increased income
accruing from the high export values of 1933/34.
The effect of these changes in banking conditions
may be seen from the following summary of the
principal accounts of the ten leading trading banks
and deposit figures of savings banks :

June Quarter

1933 1934 1935
£A (000,000's)
Trading banks.
L.Cash . ... .,.,. .. 41.3 53.3 38.5
Of which. — Balances with
Commonwealth Bank . . (23.6) (38.4) (23.7)
2, Govem:ln_ent and municipal
securifies , , , ., ., 52.8 52.1 52.0
3 ]]gnscounts, advances, etc. . 2341  237.0 253.7
4. Deposits . , , . . . ., 277.6  299.7  294.4
of wh_:'ch. — Non-interest
bearing . ., . .., .. (89.0) (10L4) (106.5)
Savings banks deposits in:
5. CoBmmonwealth Savings
ank . . ., ., , ., . 117.3 123. 128.
6. Other savings banks 84.§ . 8;.5\ 89.?
! The export price index, 1927 = 1000, fell from an

to an average of 609 in the following twelve months.

The relatively heavy increase in imports and the
consequent strain on the balance of payments is
reflected in a fall of £A.5.3 million in total deposits
with the trading banks and in a decrease of £ stg.
12.7 million in the London funds of the trading
banks and the Commonwealth Bank, which are
shown below 2

June quarter June quarter

1934 1935

£ stg. (000,000's)
Australian trading banks . . . 26.4 19.4
Commonwealth Bank ., . . . 24.7 19.0
Total. . . §1.1 38.4

The increase of £A.16.7 million in loans (item 3,
above) in the year ending June 1935 (accompanied
by a decrease, very similar in amount, in the
trading banks’ balances with the Commonwealth
Bank) is due both to increased imports and
increased business activity in Australia. Eyidence
of the latter is to be found in the fall in the recorded
number of unemployed from 88,000 in May 1934
to 68,890 in August 1935. The ratio of current,
or non-interest bearing, accounts to time accounts
with trading banks rose from 51 to 57% between
the middle of.1934 and the middle of 1935 and
savings deposits with the Commonwealth Savings
Bank and with other savings banks (items 6 and 7
of the above table) increased by £A.7.3 million
during the same period. Bank clearings in. the
six capital cities show the same tendency ; they
rose from a monthly average of £A.34.5 million in
the first six months of 1934 to a monthly average
of £A.35.6 million in the first half of the following
year. This increase in bank clearings took place

average of 739 in the twelve months ended June 1934

* The London Economist, Banking Supplement, October 12th, 1935, page I3.
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AUSTRALIA. COMMERCIAL BANKS Table 2 (a)
SUMMARY OF POSITION : AVERAGES
FOR QUARTER ENDING JUNE 30TH :
ACCOUNTS
I930 T 1931 1932 1933 1934 1935
NumberofBanks. . . . . . . ... ... ... II 1I 10 10 10 10
' AssETS £A (000,000's omitted) " _
LCash. . . . . . . ... L., 37.6 2 8 I. . 8.
(a) Gold, silver and small coins. . . . . . . Jz.e 5?;‘0 42.0 4:.39 5?.3 3:.2
(b) Inland notes and balances with Central
Bank . . . . . . . ... .. .. 33.0 1.2 7.8 9. 1. 6.6
2. Other Items of a Cash Nature. . . . . ., . ., . 1.9 51.3 4:c.3 31.:, 51.8 3'1.8
3. Billsdiscountedandbought. . . . . . . . . . — — — — — —
(a) Treasury bills . . . . ... . .. .. - — - - — —
{(b) Commercm.l bills, Inland. . . . . . . . — - — — —_ —
(¢) Commercial bills, Foreign. . . . . . . . - - — — — —
4. Investments and Securities. . . . . . . . . . 19.3 | 215 437 | 528 | 52.1]| 520
(a) Govermnment . . . . . .. .., ... — — - — — —
() Others. . . . . . .. ... ..... — — — — —_ —
5. Participations . . . . ... .. ... ... — —_ — - - -
6. Due from Banks (Correspondents). . . . . . . 4.1 2.9 3.8 3.7 3.5 2.2
(a) Athome. . . . . . .. ... .. .. — — — — — -
(b) Abroad . . . . . . .. s e e e — —
7. Loansand Advances. . . . . .. .. . ... 262.8 | 241.3 | 229.3 | 234.x | 237.0 | 253.7
(a) Oncurrentaccount . . . . ., ., . .. — —
() Other . . . . . . . ... ...... — — - — — —
8. Coverfor Acceptances . + . . . . . . .. .. — - — — — —
9. Premises,etc. . . . . . .. ... ... .. 7.6 8.0 8.0 8.0 8.2 8.4
10. SundryAssets . . . . . .. ... ... .. .- — — — — —
11. Total Assets . . . . . . . ... ...... 333.3 | 328.2 | 335.9 | 341.3 | 355.6 | 356.6
LiABILITIES.
12. Capitalpaidup. . . . . . e v e e . — — — - — —
13. ReserveFunds . . . . . . ... ... ... —_ - —_ — — —
14. Profit-and-Loss Accounts, Undwxded Profits, etc. — - - — — —
15. Notesin Circulation . . . . . . . . .. . .. 0.2 0.2 0.2 0.2 0.2 0.2
16. Cheques and Draftsin Circulation . . . . . . . 2.8 2.3 2.1 2.1 24| 25
17. Due to Ranks {Correspondents) . . . . . . . . 2.7 1.5 1.3 1.2 1.3 1.0
(a) Athome. . . . . . .. .. e e e - — — - — —
(b) Abroad . . . . . .. L e e e . ¢ — — — —
18. Deposits . . . . . . . ... e s s+« .. | 2700 | 2628 | 280.0 | 277.6 | 299.7 | 204.4
(a) Current accounts a.nd sight deposits . . . 89.8 | 811 | 87.x 89.0 | 101.4| 1065
(b) Savingsaccounts . . . . . . . . ... - - —_ — — —
(c) Time or fixed deposits . . . . . ., . . 180.2 | 181.7 | 192.9 | 188.6 | 198.3 | 187.9
(d) Otherdeposits . . . . . . . .. . .. - — — — —_
19. Rediscounts and Other Borrowings . . . . . . - — — — — -
20. Acceptances and Endorsements . . . . . . . . — — — - — —
2I. Sundry Liabilities. . . . . . . . ., . . .. - — — — — —
22. TotalLiabilities. . . . . . . . . .. .. .. 275.7 | 266.8 | 283.6 | 281.1 | 303.6 | 298.1
23. Value of currency in Swiss francs at the end 1 i
of June of eachyear. . . . . .. . . ... 23.60 | 19.26 | 14.93 | 14.00 | 12.38 | 11.97
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despite a heavy decrease in the value of total wgo]
transactions consequent on the fall in the price
of wool in the latter period. )

Though total security holdings -remained the
same, there was a decline of £A.5.25 million in the
Commonwealth Treasury bills held by the banks
as compared with the June quarter of 1934. This
decline was due to redemptions, which are likely

to continue as a result of an internal loan of
£A.70.8 million raised in July 1935 .for this
object and for providing funds for public works.
Conversion loans continued to be issued in London
during 1934/35. bringing the total of London
conversions on account of various Australian States
from October 1932 to July 1935 to a sum of £ stg.
138 million.

Balance-sheet Summary.

1. Cash. -

The amounts shown under (a) are made up as
follows :

June quarter Coin | Bullion | Total

£ A {000,000's}
1930 . . . s e e s 4.5 0.1~ 4.6
1937 « « + o o 4 s - 1.8 0.2 2.0
1932 4« o s om e e s 1.7 0.3 2.0
1933 . « o e & v 2 s s 1.6 0.3 1.9
1034 < « o o s oo s s 1.6 0.3 1.9
1935 - 0 - e v o« s - 1.6 0.3 1.9

The sums shown under () consist of Australian
notes issued by the Commonwealth Bank and
deposits held by the joint-stock banks with that
Bank. The amounts due by the Commonwealth
Bank to other banks are shown below :

June quarter ' £ A (000,000%s)

I030 « 4 s s o 4 4 s v oo s 16.9
b £+ 3 S 32.2
1032 0 4 4 v e v e e e 20.1
TO33 ¢ & o+ v 0 e os s e 23.6
IO « = - - e e e w . 38.4
1935 « « « v o s x v e - s 23.7

2, Other Iiems of a Cash‘ Nature.

These consist of the banks’ holdings of cheques
and drafts on other banks.

4. Investments and Securities.

These include the banks’ holdings of Treasury
bills. -

1r and 22. Total Assets and Liabilities.

As the official statistics do not cover the complete
balance-sheets, the totals of the assets and liabilities
shown do not correspond-

12,13 and 14. Capital, Reserves and Undivided Profils.

The paid-up calﬁital and reserves, etc., of all the
Australian trading banks with head offices in either
Australia or London were as follows :

z

End of June . Reserves and
£ (ooo,o{xo’s) ?apual undivided profits
b {s X [+ J 44.6 36.2
IG3T 4 4 e a e e - 44.9 36.8
b £+ - 44.0 35.4
I933 4 4 4 e b 4o s 44.0 45.4
I034 <« « 4 s o s e s 44.0 35.4
J935 . v 4 e 0 e e s 43.5 354

These figures do not include the capital and
reserves of the foreign banks operating in Australia.

NEW ZEALAND.

Banking developments in New Zealand in the
course of 1934/35 were influenced by the estab-
lishment and operations of the Reserve Bank, and
by changes in overseas trade. In the following
statement, the principal assets and liabilities within
New Zealand of the six trading banks for the
period under review are given twice so as to. bring
out the broad trends of commercial banking as well
as the changes following the establishment of the

_— -

Central Bank ; columns I to 3 showthe accounts for
the June quarter of 1933, 1934 and 1935 respectively
according to the method of presentation employed
prior to the establishment of the Reserve Bank,
columns 4 and 5 give respectively the first and the
most recent monthly returns of the banks published

- in the New Zealand Gazetle in accordance with

Section 46 of the Reserve Bank Act. :These two
s?'ie§ are not gt_rigtly‘_ comparable.



NEW ZEALAND 17

2. 3] 4 5
Averages for June -
quarter 27.viul 26.vnx
1933 1934 1935 | 1934 1935
o _£ZN.Z. (000,000's)
.Csh ... .... 52 351 40}238 8.3
Of which )
{a) Gold, silverand .
Scolm . ... (5.1) (5.0} (0.8)] (1.8) (0.6)
() Notes of Re-
serve Bank . . — — (6} (5.5) (3.2)
{¢) Balances with
Reserve Bank. — - (1.6)|(16.5} (4.5)
2. Overseas Assets in :
respect of New Zea-
land Business. . . . — — — | 204 232
Of which. — In Lon-
don. . ... .. — —_ — |{15.1) (17.2}
3. Discounts and Ad-
vances . . . . . 46.8 41.3 43.9| 41.3 46.3
4. Government " Securi-
‘tes . . . 4 4 4 14.4 27.2 5.8| — -—
5. Notes in circulation . 6.3 64 o8| 36 o7
6. Deposits . . . . . . 55.8 63.8 61.2|67.5 61.2
{a) Free . . . .. (18.9) {22.9) {24.4}|(27.2) (24.8)
(b) Fixed . . . . . (36.9) (40.9) (36.8)|(40.3) (36.4)
7. Demand and time lia-
bilities abroad in
respect of N.Z. busi-
ness. . . . .« . » - - - 5.8 1.6

The principal changes which occurred in the
accounts of the trading banks after the Reserve
Bank had begun operations related to their cash
assets, their Government security holdings and
their note issues. The cash reserves, consisting
mainly of gold coin and amounting to £NZ.5.1
million in the June quarter of 1934, shot up to
£NZ.23.8 million one month after the establishment
of the Reserve Bank. Reserve Bank Balances and
notes amounting to £NZ.16.5 and £NZ.5.5 million
respectively at the end of August 1934 were

.. acquired by the sale of about £3 million of gold coin

at face value to the Reserve Bank and by the
redemption on the part of the Government of
£NZ.22 million of Treasury bills held by the six
trading banks. This latter transaction, which the
Government effected with the proceeds of the sale
of its sterling balances to the Reserve Bank, reduced
the Government security holdings of the trading
banks from an average of £NZ.z7.2 in the June
quarter of 1934 to an average of £NZ.5.8 million
in the same quarter of 1935. -

The huge cash holdings acquired in August 1934
were rediced gradually in the course of the next
. eleven months ; they fell to £NZ.8.3 million at the
end of July 1935. This reduction of £NZ.15.3
. million was achieved by drawing on balances with

the Reserve Bank to the extent of £NZ.12 million,
by dimirishing Reserve notes held as till money
by £NZ.2.3 million, and by selling the remaining
stock of gold coin, £1.2 million at face value, to the
Reserve Bank.

This decrease in cash assets was accompanied
by a reduction in the note issues of the banks, fol-
lowing redemptions amounting to £NZ.2.9 million,
and by an increase in overseas assets and in
discounts and advances. In the year ended August
26th, 1935, the former (item 2 less item 7 of
the table above) rose by £NZ.7 million to a total
of £€NZ.21.6 million, having been as high as
£NZ.24.3 million at the end of April 1935. This
substantial increase in net overseas assets cannot
be attributed to the favourable trade balance,
which amounted to £NZ.10 million in the twelve
months ending June 1935 as against £NZ.22 million
in the previous twelve months and which was just
sufficient to meet commitments for debt and other
services due abroad. It would appear to be due
to the gradual transfer abroad by the trading banks
of their excess reserves with the Reserve Bank.!
The issue of a loan of £4 million by the New
Zealand Government in London during July 1934
enabled this transfer to take place without any
substantial reduction occurring in the sterling
assets of the Reserve Bank.? In fact, total net
overseas assets, as the following statement of the
overseas funds of the trading banks and Reserve
Bank shows, increased by over £NZ.3 million
between the end of August 1934 and the end of
August 1935.

Reserve  Trading Total
Bank banks’
sterling net assets
exchange abroad
1934 £N.Z. (o00,000's)
Augustzyth . . . . . . 24.5 14.6 39.1
September z4th . 24.5 15.8 40.3
December 31st , . . . . 221 18.4 40.%
1935
Marcha2sth . . . . .. 22.4 22.7 45.2
Junez4th ., . . . . . . 22.8 23.2 46.0
August 26th. . . . . . 20.8 21.6 42.4
These large overseas funds, accumulated

principally since 1932 as a result of favourable
balances of trade and an inward flow of capital
to New Zealand, are very much in excess of those
held from 1921 to 1932, which are estimated 3 to
have ranged between £10 and £20 million sterling.

1 Part of this transfer seems to have been due to the return to London of funds that had Dbeen placed in New
Zealand in- the hope of a larger depreciation of the £NZ. in relation to sterling than actually took Place.
’ * The decline in the sterling assets of the Reserve Bank during July 1935 was due to the partial payment cut of
these reserves of the unconverted part, £2.1 million, of the New Zea'and Goverrment stock of £10 million at 5%

.offered for-conversion at 3% -in London during July 1935.

3 Bulletin of the Canterbury Chamber of Commerce, September 1935.
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NEW ZEALAND. COMMERCIAL BANKS _ Table 3 (a).
SUMMARY OF POSITION : AVERAGES
. FOR QUARTER ENDING JUNE 30TH :
ACCOUNTS -
I930 1931 1932 1933 1934 1935
Number of Banks . . . . . [ 6 | 6 6 | 6 6 | 6
ASSETS. £N.Z. (000,000’s omitted)
‘'‘1.Cash .. ... .. e e e e e e e e e 6.9 7.0 6.3 5.2 5.1 4.0
{a) Gold, silver and small coins . . . . . . 6.8 6.9 6.2 5.1+ | 5.0 0.8
(b) Inland notes and balances with Central |
Bank . . . . .. . ... .. .. 0.1 0.1 0.1 0.1 0.1 3.2
2. Other Items of a Cash Nature . . . . , . . . 0.7 0.5 04 | 03 0.5 2.5
. Bills discounted andbought . . . . . . . .. 1.2 0.G 0.7 0.6 1.9 0.5
3 g
(a) Treasurybills . . . .. .. .. .. - — — - — — —
(b) Commercial bills, Inland. . . . . . . . - — - - — —
(c) Commercial bills, Foreign . . . . . . . — — — - — —
4. Investments and Securities. . . . . . . . .. 6.3 5.0 9.5 | 14.8 | 27.6 6.0
{a) Government . . ... . . . ... ... 5.6 4.6 9.1 4.4 | 27.2 5.8
(b) Other . . . . . . . .. .. .. ... 0.7 0.4 0.4 0.4 | o4 . o.2
5. Participations . . . . . . . . e e e e e . - | = 1 - — — —
6. Due from Banks (Correspondents). . . . . . . 0.7 1.7 3 | 1.7 0.8 2.5
(a) Athome. . . . . . e e e e e e e e — — — — — —
- (b) Abroad . . . .. . ... ... ... — L—_ — — —_ | —
7. Loansand Advances . . . . . ... . ... '52.9 | 52.5 | 49.9 | 40.x | 39.4 | 434
(a) On current account . . . . . . .. .. ] — L= - — — —
(b)Other . . . . . ... .... e e . — — —_— — — —
8. Cover for Acceptances. . . . . .. .. ... — — — — - —_
9. Premises,etc. . . . . . .., ... ... .. I.2 I.3 1.3 { X3 1.3 1.4
I0. Sundry Assets . . . . .. ... ...... — — — — — —
I1. Total Assets . . . . . ... ... ..... 69.9 68.9 694 | 70.0 | 76.6 60.3
LIABILITIES.
12. Capital paidup. . . . . . ... ... ... — - — — — —
13. Reserve Funds . . . . . . ... .. ..., — — - — _— —
14. Profit-and-Loss Accounts, Dividend Accounts, etc. — — — — — —
15. Notesin Circulation. . . . . . . . . . . . . 6.4 58 1 6.0 | 63 64 | 08
16. Cheques and Drafts in Circulation . . . . . . 0.3 0.2 | o0z | oI 0.2 | 0.2
17. Due to Banks (Correspondents) . . . . . . . . 0.7 | 1.6 1.3 I. 0.8 0.1
(a) Athome. . .. . . ... ... ... — — — _7 | — 7 =
(b) Abroad . . ... ... . .. ... ... — i} = —_ _ — —
18. Deposits. .-, . . ... ... ... .. «+.1 588 | 550 | 540 | s57. 64.8 61.8
sz gun_rent accounts and sight deposits. . . | 23.2. | 78.1 | 16.8 178.3 22.9' 24.4
.Davingsaccounts .. .. ., ., |, .. — | - | = _ s _
- (¢) Time or fixed deposits . . . . . . . . . 30.5 33. . 6. . 6.8
(@) Other deposits . . . . . .. . .. . . 5.1 3;; 3.3.; . 31.3 4:.2 30.6
19. Rediscounts and Other Borrowings . . . . . . — — 01 0.I 0.2 0.3
20. Acceptances and Endorsements . . . . . . . - —_ — — — —

. 2L. Sundry Liabilities. . . ., . .. .. .. . ° - — — — — -
22. Total Liabilities . . . e e e e 66.2 [ 62.6 | 61.6 | 65.7 | 724 | 63.2
23. Value of currency in Swiss francs in June.of | : _

eachyear. . ... ... ='| 2401 | 22.90 | 17.07 | 14.06 | 12.41 | 12.04
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The increase in imports by £NZ.7.5 million and
the further improvement in business activity in
New Zealand during the twelve months ending June
1935 are reflected by the recovery of loans and
advances, by the shift in deposits from time to
current accounts, and by the movement of bank
debits. Loans and advances, which had reached
their lowest level since 1923 in the June quarter
of 1934, rose by £NZ.4 million to £NZ.43.4 million
in the June quarter of 1935. The percentage of
free to fixed deposits with the trading banks rose
from 56%, in the middle of 1934 to 66.3% in the
-middle of 1935, and the fall of £NZ.2.6 million in
the total private deposits with the banks was more
than made up, as the following table shows, by the
increase in savings accounts with the Post Office
and the private savings banks :

£N.Z. (000,000%s)
End of March

. 1933 1934 1935
Post Office Savings Bank . 42.0 44.9 49.4
Private savings banks 10.5 10.8 11.3

 Total. . . .. 52.5 55.7 60.7

The index of bank debits for private accounts,
1929 = 100, which had risen from an average of
60.5 in the first six months of 1933 to 76.5 in the
first six months of 1934, fell to 74.5 during the
first half of 1935. Considering, however, that the
movement of bank debits are heavily affected by
changes in wool prices, which fell considerably in
the first half of 1935, this figure represents a high
level and suggests that the reduction in the receipts
~ and transactions recorded on account of export
trade was offset by a corresponding increase in
transactions on account of internal business activity.

The evolution of the accounts of the Reserve
Bank during its first year of existence may be seen
from the following summary of its weekly returns
for August 6th, 1934, and for August 5th, 1935 :

August 6th, August sth,
1934 1935
£N.Z. (000,000's)
Liabilities,
1. Paid-up Capital and Re-
SEIVES « . « v 4 4 4 4 a 1.§ I§
2. Note Circulation . . . . . 7.8 83
3. Demand Liabilities
(a} State . ., . . .. 2.5 1§
() Banks, . . . . .. 14.5 4.
Assets,
4. Reserves
{a) Gold (atface value) . 0.3 2.5
{b) Sterling exchange . . 24.5 21,71
5. Investments . . . . . . . 1.5 ‘2
6. Total balance-sheet. . . . . 26.4 26.1

Apart from the movement of the balances of
the trading banks and of the sterling exchange
reserves referred to above, the most striking change
in the course of the year ended August sth, 1935,
was the substantial increase in State balances
with the Reserve Bank. These balances are very
much in excess of those formerly kept with the
trading banks (see item 18(d) of the adjoining
Summary Table), and this excess appears to be due
principally to the favourable budgetary position.
The gold reserves of the Bank are shown at face
value and consist of the gold coins bought from
the trading banks. The total amount of gold coin
transferred by the banks to the Reserve Bank
amounted to approximately £4.4 million at face
value, but a third of this amount was sold at
market prices in the first quarter of 1935. The
investments shown in the above statement consist
entirely of New Zealand Government securities.!
The Reserve Bank's discount rate, 4% up to the
end of July 1935, when it was reduced to 3.5%, is
not of great significance, as a bill market has not
yet been developed in New Zealand, and as no
applications for rediscounts have been made to the
Reserve Bank.

Balance-sheet Summary,

1

I. Cash. :
For explanation of the changes in 1935, see text
above. '

2, Other Items of a Cash Nature.
Mainly cheques and drafts on other banks.

3. Bills discounted and bought.

Part of discounts may be included wunder
advances in the official returns. Treasury bills
issued in connection with the taking over of the
exchange reserves of the banks are included under
securities.

11 and 22. Tofal Assets and Liabilities.

As the official statistics do not cover the complete
balance-sheets, the totals of the assets and liabilities
do not correspond.

15. Notes in Circulation,

The ordinary banks are required to redeem their
outstanding notes only in Reserve Bank notes or
subsidiary coin, and on August 1st, 1936, must pay
over an account equal to the value of their then
outstanding notes to the Reserve Bank, which will
assume liability for their redemption.

.. 1.See speech of the Governor of the Reserve Bank before a meeting of shareholders reported in the Ausiralasian

Insurance and Banking Record of August 21st, 1935.
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AUSTRALIA AND NEW ZEALAND., COMMERCIAL BANKS

Table 4 (a).

ACCOUNTS

SU.MMARY‘OF POSITION AT THE MIDDLE OF:

1020 | 1931 | 7932 | 1933 | 1934 | 1935

20
21

22

Number of Banks

I.

. Premises, etc.
. 'Sundry Assets

. Total Assets

12.
13.
14.
15.
16.

17.

18.

19.

---------------

Cash , :
(a) Gold, silver and small coins .
(b) Inland notes and balances with Central

Bank e e e e e e e

Other Items of a Cash Nature

Bills discounted and bought
(a) Treasury bills :
(b) Commercial bills, Inland. . . . . . . .
(¢) Commercial bills, Foreign

Investments and Securities. . . . . . . . . .
(2) Government
(b) Other

Participations

Due from Banks (Correspondents)

. (a) Athome. . . . . .. e e e L.
(b) Abroad

Loans and Advances
{a) On current account
() Other . . . . . . ... ... ....

Cover for Acceptances

-------------------

......

------
--------
---------

-------------
-----------------
---------------

. L N |

----------

............
...............

----------------

LIABILITIES.

ReserveFunds . . . . . .. .. ... ...
Profit-and-Loss Accounts, Dividend Accounts;, etc.
Notes in Circulation. . . . . . .. ... ..
Cheques and Drafts in Circulation
Due to Banks (Correspondents) . . . . . . . .
(a) Athome. .". . . . .. ... ....
(b) Abroad
Deposits. . . . . .. .. ... ......,
(a) Current accounts and sight deposits . .
(b) Savingsaccounts . . . . . . . . . ..
(c) Time or fixed deposits
(d) Otherdeposits . . . . . .. . .. ..
Rediscounts and Other Borrowings
- Acceptances and Endorsement
. Sundry Liabilities N

. Total Liabilities

------

........

---------------

12 T 12 12 II II 1T

£ sterling (000,000’s omitted)

748 | 798 | 74.9 | 742
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AUSTRALIA AND NEW ZEALAND.

COMMERCIAL BANKS

2X

Table 4 (5).

SUMMARY OF PROFIT-AND-LOSS

F%%:_%ggrs: AND DISTRIBUTION OF PROFITS
ACCOUNTS Y EAR$ ENDING AT THE MIDDLE OF:

1929 | 1031 | 1932 | 1933 | re3s | fo3s

Numberof Banks. . . . . . . . ... .. ... 12 2 II IX 1I 10

£ sterling (000,000's omitted)
Capital and Reserves . . . . . . . ... ... 86.6 | 89.4 | 86.2 | 875 87.3 77.2
I Gross Profits. . . . . . . .. ... .... 676 | 4.85 | 3.11 248 | 2.69 2.37
To be deducted :

2. Expenses. . . . . . .. e e e e e e e e e — — - - — —

(a) Salaries, etc. . . . . . . ... . ... — — - — —_ —

(b) Other working expenses . . . . . . . . — - -1 - — -

(c) Taxes,etc. . . . . . . .. ... ... - — — - - -
3- Reserved for Pension Funds,ete. . . . . . . . o0z} 002 | 0.02]| 0,02 | 0.02 0.02
4. Written off on (Depreciation Accounts for) . 0.25 | ©0.I3 | oI | o0.07 | 0.07 0.04
(2) Premises, etc.. e e e e e e e e e 0.25 0.13 0.01 0.07 | o.07 0.04

(%) Investments and securities . . . . . . . — — - — — —

(¢c) Other assets . . . . . . . . . .. .. — — — - - —_
5. Remaining Net Profit . . . . . .. ... .. 649 | 470 | 3.08| 239 | 2.60 2,31
6. Carried forward from Preceding Year e e .79 { 97| 196 | 160 | 1.08 1.09

7. Taken from Reserves or Capital. . . . . . . . — — — - —_ —
8. Total Amount disposed of for Dividends, etc.. . | 8.28 | 6.67 | 5.04 | 3.99 | 3.68 | 3.40
9. Carried to Reserves. . . . . e e e e e 107 | 030} 0.XI| 0.55| 0.I0 0.12
10. Dividends . . . . . . . . ... ... ... 536 | 441 | 333| 236} 2.49 2.18

1x. Directors’ Fees,etc.. . . . . . . . . .. .. — —_ - - — -
12. Carried forward to Following Year . . . . . . 185 | 196 | 160 | 1.08 | I.09 1.10
13. Totalasabove . . . . . . . . « o o « . . . 828 | 6,67 | 5.05| 3.99 | 3.68 | 3.40

Balance-sheet Summary.

The table covers the ten trading banks
operating in Australia and, in addition, the
National Bank of New Zealand, which carries
on, business only in New Zealand, apart from
its London head office. Table 41(a) therefore
represents a combination of Tables 39 (4 ) and 40 ()
plus the accounts of Australian and New Zealand
banks held in Londonr. For the composition of each
item in the Summary Table, reference may be made
to the detailed notes to the Summary Tables for
Australia and New Zealand above. The amounts
shown under ** 1. Cas
cash balances, Australian notes, notes of the

" include coin and bullion,:

Reserve Bank of New Zealand and other banks,
money at short call and some relatively small
amounts of Government and other securities held
by the Bank of New Zealand in London ; ** 2. Other
Items of a Cash Nature " refer to bills receivable
in London and remittances in transit, including a
certain amount of remittances in transit between
branches. For the middle of 1935 the Commercial
Banking Co. of Sydney, Ltd., is omitted from the
profit-and-loss accounts table as the accounts of
that bank are not yet available. Its dividends
amounted to £0.24 million. '
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The most important changes in the position of the
National Bank of Austria during 1934/35 werc the
considerable increases in its foreign exchange assets
and its sight deposit liabilities, as may b_e seen
from the following summary of the Bank’s principal
accounts :

End of : Dec. June Dec, June Oct.
1933 1934 1934 1935 1935
Schillings (000,000's)
National Bank.

Gold ... .. ... 180 241 242 242 242
Foreign exchange . . . 13 36 35 82 137
Bills discounted . . . . 275 254 236 232 229
Note circulation . . . 952 955 964 937 963
Sight deposit liabilities. 142 156 154 237 254

The gold and exchange holdings of the National
Bank were written up by about 27% in April
1934.1 Valued at the new rate, the gold and
exchange held at the end of 1933 would have been
worth 240 and 16 millions respectively. Thus,
while the gold stock remained practically
unchanged, the Bank’s foreign exchange actually
increased by nearly 20 million schillings in the
course of 10934. This increase continued at a
greatly accelerated rate in 1935 ; foreign exchange
holdings rose by over 100 million schillings in the
first ten months of that year.

The expansion of the National Bank’s exchange
reserve is to some extent a reflection of the decrease
in the import surplus and the revival of the tourist
traffic. Particularly in the second quarter of
1935, however, it was largely due to repatriation
of capital owing partly to apprehensions regarding
certain foreign currencies and partly to the im-
provement in economic conditions at home. The
diminished requirements of foreign exchange
resulting from the conversion, in December 1934,
of the Foreign Guaranteed Loan, 1923-1943,2 also
contributed to relieve the exchange situation. The
conversion, moreover, involved the release of a
deposit of about 40 million schillings, previously
held abroad as security for the service of the loan.
This item, however, was nearly set off by the
liquidation of transfer arrears in May and June
1935 (see below). Substantial amounts of foreign
exchange have also been used for repatriation of
bonds, particularly in connection with the
conversion of the Foreign Guaranteed Loan, half
of the American tranche of 15 million dollars being
taken up in Austria (which probably accounts for
the increase in the banks’ security holdings in
1934, as shown by the attached Summary Table).

Ip view of the improvement in the exchange
Position, the exchange control was considerably
relaxed in-1934 and 1935. At the suggestion of
the Austrian parties concerned, the standstill

1 See Commercial Banks, 1929-1034, Page 2.

agreement with the American and British bank
creditors was terminated on December 10th, 1934,
when, of the 34 million dollars of liabilities covered
by the agreement at the beginning of 1932, only a
balance of 8 million dollars remained outstanding,
for which individual arrangements were made
between the creditors and debtors. As for long-
term foreign debts, all schilling amounts on account
of interest and amortisation paid into the Foreign
Debt Fund at the National Bank during 1932 were
released by the National Bank on May 5th, 1935,
for transfer in foreign exchange. At the end of
May 1935, transfer facilities were extended to the
1933 and 1934 payments and, as from June 24th,
1935, the National Bank allowed full transfer of
the current service of foreign debts. In principle,
however, foreign payments remained subject to
supervision and approval by the National Bank.

As will be noticed from the above statement, the
National Bank’s bill portfolio has declined steadily
since the end of 1933, a fact which illustrates the
growing cash liquidity of the commercial banks.
The Creditanstalt had completely redeemed its
indebtedness to the National Bank by April 1934,
and the rediscount liabilities of the Bankverein
were liquidated soon after its amalgamation with
the Creditanstalt. At the end of 1934, practically
the whole of the National Bank’s rediscount
portfolio consisted of “ frozen ” bills of the In-
dustriekredit A.G. (the former Escompte-Gesell-
schaft) of which the National Bank itself is the sole
shareholder. In closing its accounts for 1934, the
National Bank decided to apply part of its profits
to the writing-off of about o million schillings of
these bills. The virtually complete independence
of the commercial banks proper from the rediscount
facilities of the National Bank in 19335 is confirmed
by the fact that the bill holdings of the latter showed
practically no fluctuation in the first ten months
of 1935. .

Since the latter part of 1934, therefore, the
growing liquidity of the Austrian banking system
is mainly reflected in the remarkable increase of
sight deposits with the National Bank. This
item now represents almost exclusively cash
balances of banks and other financial institutions,
as the * blocked accounts "’ which it contained due
to the exchange control declined from 88 millions
at the end of 1932 to only 12 million schillings at
the end of 1934. As will be seen from the
accompanying Summary Table, the bank’s cash
assets showed a large increase in 1934 ; this increase
appears to have been even more pronounced in the
following year. The fact that the National
Bank’s exchange holdings and sight liabilities both
increased by almost exactly the same amount in the

! For a brief description of this conversion, see Balances of Payments, 1934 (League of Nations), Page 33.
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first ten months of 1935 suggests that at least a
substantial part of the increase in the liquid
resources of the banking system was due to the
inflow - of foreign exchange. A special factor
increasing the cash resources of the banks was the
Emiployment Loan of 175 million schillings issued
in May 1935 ; of this, a balance of 20 millions not
subscribed by the public was taken over by a
‘banking syndicate ; but about 8o millions of the
proceeds were used for the redemption of Treasury
bills largely held by the banks. To a certain
extent, the improvement in the cash position of
the banks may also be attributed to the gradual
Jiquidation of frozen assets and to the increase
in deposits received from the public. As shown by
the Summary Table, deposits other than current
accounts with the commercial banks rose by nearly
20 million schillings in 1934 and, according
to figures published in the National Bank’s
Mitteilungen, this increase appears to have
continued in the first half of 1935. Aggregate
deposits with all Austrian savings institutions rose
from 2,056 million schillings at the end of 1933 to
2,113 millions at the end of 1934 and to 2,245
millions at the end of June 1935. As some of
these institutions, especially the Post Office Savings

Bank, hold their free balances at the National Bank,

this increase probably also accounts for part of the
expansion of the latter’s sight deposit liabilities.

On June 28th, 1934, the National Bank lowered
its discount rate from 5 to 4349 ; the rate was
further reduced to 4 % on February 23rd, 1935, and
to 34% on July roth, 1935, which is the lowest
bank rate in the history of the National Bank of
Austria. On several occasions, the Bank has
recently taken the initiative in securing reductions
in the interest rates of other financial institutions.

On July 1st, xg34, the Viennese banks and savings
banks. reduced their deposit rates by 3% ; after
two further reductions of 4% each on March 13th
and July 1st, 1935, respectively, the deposit rates
of these banks were as follows : on current account
deposits 2% ; savings accounts 249, ; deposits at
three months’ notice, 2&9@. Interest rates on
bank advances appear to have been correspondirfyly
reduced in this period. Long-term interest rates
have likewise declined as a result of the stock-
exchange revival.l

From the balance-sheets” published by the
Revisionsgesellschaft at the end of 1934 and June
1935, it appears that this institution has completed
its functions in connection with the bank
reconstructions of 1933 and 1934.3 The frozen
assets taken over by the Revisionsgesellschaft
from the banks in exchange for rediscount facilities -
at the National Bank were handed back to the
banks in 1934 (in the case of the Bankverein and the
Creditanstalt) and in the first half of 1935 (in the
case of the Industriekredit A.G.) without any
compensation to the Revisionsgesellschaft, so that
the Guarantee Fund of 140 million schillings
accorded to it by the Government and National
Bank had to be written off as lost.

After the amalgamation of the Creditanstalt and
the Bankverein in April 1934, the concentration
process in the Austrian banking system continued
in the provinces. Thus the Creditanstalt, having
already obtained control over certain local banks
such as the ‘*Bank fiir Oberdsterreich und
Salzburg "' and the « Hauptbank fiir Tirol ",
carried out the fusion of its affiliates, the ¢ Steirer-
bank ”’ and the * Steirische Escomptebank " at-
Graz in December 1934.

Balance-sheet Summary.

The significance of the changes shown in the
Summary Tables can only be understood in the
light of the events recorded in the corresponding
chapters in Commercial Banks, 1925-1933 and 1929-
1934. This information is not repeated here, nor
do the following notes contain the general informa-
tion on certain items which was given in the two
preceding editions.

The last four columns in the Summary Tables
cover the following banks : Creditanstalt, Bank-
verein, Linderbank, Merkurbank and Industrie-
kredit A.G. (the former Escompte-Gesellschaft).
The reduction in the number of banks in 1934 is due
to the merger of the two first-named banks. The
Industriekredit A.G., although since April 1934 it is

an industrial holding company rather than a bank,
had to be included in order to secure comparability
(see the account of the banking reconstruction of
April 1934 given in the preceding edition).

As the Creditanstalt published no balance-sheet
in 1931 and only a composite profit-and-loss account
covering the two years 1931-1932, summary figures
for the four other banks for 1930-1932 are given
in the first three columng of the Summary Tables in
order to facilitate year-by-year comparison.

In the following notes, the term ** Creditanstalt ",
whenever it refers to 1934, stands for ** Qester-
reichische Creditanstalt-Wiener Bankverein ".

Since 1932, the Creditanstalt has published its
accounts in greater detail than the other banks.

1 The index of bond quotations, published by the * Institut fiir Konjunkturforschung " (1927=100), which rose
from 88 in December 1933 to 109 in December 1934, reached a high level of 116 in March 1933 (probably in
consequence of the repatriation of capital from abroad), after which, however, it receded to 102 in September 1933,
while the share index (1923-1932=100) showed a consistent rise from g3 in December 1934 to 68 in September 1935.

% See the Chapter on Austria in Commercial Banks, 1925-1933 and 1929-1934.



Table 5 (a).

AUSTRIA. COMMERCIAL BANKS
SUMMARY OF POSITION AT THE END OF :
ACCOUNTS I
. 1930 1931 1932 F 1930 1932 1933 1934
NumberofBanks . . . . . . . . . . « o+ « 4 4 4 5 5 5 4
AS.SETS- Schillings (0o00,000's omitted)
T.Cash v v v v e e e e e e e .. 597| s514| 379| 888} 457| 71.6]| 978
(a) Gold, silver and small coins . 7 . . . .| — — — — — - —
(b) Inland notes and balances with Central :
Bank . ... ... ... —_ — — — — — —
2. Other Items of a Cash Nature . . . . . . .. — — — — —_ — —
3. Bills discounted and bought . . . . . . . . . 234.8| 169.2| 106.8( 326.5| 147.3| 143.9| 159.6
(a) Treasury bills . . . . .. .. .. .. — — — — — — —
(b) Commercial bills, Inland. . . . . . . . — — — - — — -
(¢) Commercial bills, Foreign .. . . . . . . — — -— — — | — —
4. Investments and Securities. . . . . . . . . . 30.5| 23.2 7.9l XYOIL.3 574! 59.x| 82.8
(a) Government . . . . . . . ... ... — — — — — — —
(b) Other . . . . . . . . ... .. ... — — — i — —
5. Participations . . . . . . . . . .. .. .. 1788 | 158.7| 136.7| 281.4| 145.2| 136.5| 03.9
6. Due from Banks (Correspondents). . . . . . . — — — — — — —
(a) Athome . . . . . ... ... ... — — — — -— -— —
(b) Abroad ... . . . . . . ... .. .. — — — — — — —
7. Loans and Advances . . . . . . . ... .. 1,062.4! 851.3! 807.7(2,443.0 |1,265.21,071.3] 949.9
(a) On current account . . . . . . T B — —_ — — — —
2(b)Other . . . . . . . ... 0L | — — — —_ — — —
8. Cover for Acceptances. . . . . . . . . ... 0.5 0.4 0.2 2.0 0.2 0.2 0.3
9. Premises,etc. . . . . . . . .. .. .. .| TI07 10.0 9.9 33.1 I3.I| 1I15.3 11.3
10. Sundry Assets . . . . . . . ... ... .. 0.5 0.5 oxil 186.4 78.01 88.gf 88.8
11. Total Assets . . . . . . . ... ...... 1,577.9 |1,264.7 |1,117.2 ||3,462.5 (1,752.2 |1,586.8 [1,484.4
LIARILITIES.
12. Capital paidup. . . . . ... ... .... 129.0 | ‘I14.0 4.0
13. Reserve Funds . . . . . . ... ... ... 74.6 | 48.3 75.0 38rx| 2210, 198.8| 1938
14. Profit-and-Loss Accounts, Undivided Profits, etc.] 11.7 4.4 03] 117 0.5 1.0 0.8
15. Cheques and Drafts, etc., in circulation. . . .| — — — — — — —
16. Due to Banks (Correspondents) . . . . . . . . — — — — — — —
(e} Athome . . ... ......... — — — — — —_ _
(b) 'Abroad ............... — —_ — — -_— —_ —
17. Deposits. . . . . .. . .. S TR PP 1,361.3 |1,096.8 {1,037.4 [|3,036.5 |T,400.7 |1,302.9 |1,215.8
(a) Current accounts and sight deposits. . .{1,095.3| 878.0| 821.3||2,454.2 I,149.5[1,059.3| 953.0
(b) Savingsaccounts . . . . . ... ... ) '
(c) Time or fixed deposits. . . . . . . . . 266.0| 218.8| 216.1ll 582.3| 251.2| 243.6] 262.8
(d.) Other deposits . . . . . .. .. ... :
18. ARedlscounts and Other Borrowings . . . . . . — — — — — — —
19. Acceptances and Endorsements . . . . . | . 0.5 0.4 0.2 2.0 0.2 0.2 0.3
20, Sundry.Lla..]?ll.ltleS ............. 0.8 0.8 03] 3r.2| 120.8] 83.9| 3.
21. 'éotal Llabm(tjf e e e e e 1,577.9 1,264.7 |1,117.2 |[3,462.5 |1,752.2 |1,586.8 [1,484.4
22. Guarantees (Avale and Birgschaften) . . . . . —_ 8 . —_
23. Other Contingent I.iabilitiesg . .f. ) ..... — 34 _4_6 ! — ;i‘;g ;(I)gg 22?;
24. Value of currency in Swiss francs at the end of ) ’ )
eachyear . . . . . ... .. ...... 073 | 061 | o.61 n 0.73 | 0.6t | 0.58 0.57
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AUSTRIA. COMMERCIAL BANKS Table 5 (b).
i SUMMARY OF PROFIT-AND-LOSS ACCOUNTS
FOR THE YEARS :
ACCOUNTS
1930 | 1031 | 1932 || 1920 | 1930 TO3TERd} 1933 | 193
Number of Banks . . . . . . C e e e e e 4 4 4 ‘ 5 5 5 5 4
| |
Schillings (o0o0,000's omitted)
Capitalpaidup . . . . ... ... .... 129.0 | 114.0 0] 239.1 — 196.5 | 192.0
Reserves and Undivided Profits . . . . . . 72.8 43.6 7;.2 9?.3 3813 _ 92.3 91.8
I. Gross Profits, . . . . . . ... ... 60.8 | 52.6 37.4(107.6 124.0) 1453 59.7| 51.0
. To be deducted :
2. Expenses . . . .., .. ... .... 43.6 | 409 35.0| 779 77-4] 117.9 39.5| 353
{a} Salaries, etc. . . . . . . . 27.8 26.2 24.0ff s50.0 49.6 82.7 27.3| 24.5
(5) Other Workmg expenses . 6.7 6.4 5.6[ 9.8 1T.1 19.7 771 +7.6
(c) Taxes,etc. . . . .. .. ... 9.1 8.3 5.41 18.1 16.7 I5.5 4.5 3.2
3. Reserved for Pension Funds, etc.. . . . 6.1 7.2 7.3 10.3 16.1] 40.8{ 168| 15.0
4. Written off:
(2) Ordinary depreciation accounts . 0.1 0.1 o.xfl o.5 0.6 1.4 o.I 0.1
(b) Extraordinary accounts . . . . ces 60.4 | 102.6( ... 159.0/ 977.0/ 38.5| 46.0
5. Net Profit or Loss : ‘ .
(2) Including extraordinaryoffwritings. | 11.0 |—56.0 |—107.6] 18.9 |—129.1|—991.8(—35.2 (—45.4
(b) On current transactions. . . . . 11.0 44| —s.0 18.9 20.6| —14.8] —2.9 0.6
6. Carned forward from preceding year . . 0.7 I.I 40| I1.I 1.2 5I|] — 0.2
7. * (a) Taken from Reserves or Capital . — 59.3| I103.8| — 76.5| 272.5|] 36.I| 30.0
, (b) Contributions a fonds perdus . — — 63.1| 722.7] — 16.0
8. Total Amount disposed of for D1v1-
dends,etc.. . . . . . . . .. .. 11.7 4.4 - 03] 20.0 11.7 0.6 0.9 0.8
9. CarriedtoReserves . . . . . . . ... 0.1 0.I ozl 1I9 0.I 03| 05 0.1
10, Dividends . . . . . . . ... .. .. 94| — — 15.3 9.4 — — —
1r. Directors’ Fees, etc.. . . . . . . . .. 04| — — 0.9 0.4 — — —
12. Carried forward to following year . . . 1.0 41| — 1.0 1.0 — 0.2 0.4
13. Transferred to Head Office account . . 0.8 0.2 o.x)] 0.9 0.8 0.3 0.2 0.3
14. Totalasabove . . . . . . . . . ... 11.7 4.4 0.3 20.0 11,7 0.6 0.9 0.8
15. Value of currency in Swiss francs at the
end of each year. . . . . . . . .. 0.73 | 0.6r | 0.6z 073 | 073 | o0.6r | 0.58 0.57

The figures in the notes below thus mainly

- reproduce the additional information available for

the Creditanstalt. It must be noted, however,
that, owing to the amalgamation of the Bankverein
with the Creditanstalt in 1934, these figures are not
comparable as between 1932 and 1933 on the one
hand and 1934 on the other.

3. Discounts.
. 1932
Schillings {occo,000's)

1933 1934

Creditanstall :
Homebills ; . . . . . .. ... 35 39 54
Foreignbills . . . . ... ... 6 2 9

6 and 4. Correspondent Accounts and Loans and

Advances.
1930 1931 1032 1033 I934*
Schillings (ooo,000's)
Bankeverein, Landerbank and
Merhurbank :

Correspondent accounts . . 83 33 30 20 12
Loaus and Advances . . 572 472 464 420 202

Total . . . . 655 505 494 440 214

3 Linderbank a.nd Merkurbank only.

The ﬁgures in the Summary Table represent
almost exclusively the item Debiforen shown in the
bank balance-sheets. The following details under
this item are shown by the Creditanstalt :
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End of : 1932 1933 1934

Schillings (000,000s)

« Nostro” accounts with foreign
banks . . . + + . o b e e e s 8.8 8.5 101
Domestic bank accounts . . . . . . 36.2 14,5 37.%
Advances to associated industrial
CONCEMS . . « « « s + =« « + & = I41.5 120.6 141.0
Publicbodies. . . . . .« « « « « 49.4 301 43.6
Loans on current bank account . . . 21L5 150.3 248.7
Other accounts (transitory, etc.) 10,1 120 268
Total . . . . . . . 457.5 345.0. 507.7
Of which in foreign currencies , 271.4 61.4 9I.8
9. Sundry Assets.
Includes the following :
' 1932 1933 1934
Schillings (ooo,000's)
Creditanstait
Mortgageloans . . . . . . . . . 40.4 . 38.3 34.%8
Buildingloans . . . . . . . . . 37.5 46:7 489

122and 13. Capilal and Reserves.

Excluding capital and reserves of the Linder-
banlk, which are held abroad.

16 and 17. Correspondent Accounts and Deposits.

Item 17(a) represents the aggregate of 2 number
of different accounts which, in the balance-sheets
of the banks, are combined under the general
heading Kreditoren. The Creditanstalt shows the
following details :

1932 1933 1934

Schillings {000,000s}
Current account deposits of :

Savings banks |, e e e e e e 56.9 105.4
Publicbodies. . ., . . . .. .. 6 9.8 145
Financial institutions . . . . . . 203.7 34.2 86.0
Others., . . . ... ... ... 101.5 167.9
Other creditors®. . . . . . ., . 64.6 50.7 69.2
Total , . . . . .. 328.3 253.2 443.0

Of which in foreign currencies . . 54.6 361 70.6

® Bills payable, pension funds, transitory items, special
reserves, etc.

Ttems 17(4) to (@) represent Kassenscheine,
deposits and savings accounts of the public.

18. Rediscounis.
1932 1933 1934
" Schillings {000,000's)
Creditanstalt, 1932-1934 : '

Rediscounted finance bills . . . . 61 68 —
Rediscounted commercial bills , , 21 9 —
Total . . . . . . . 82 77 —

Rediscounted finance bills are shown under the
balance-sheet liabilities (included in group 2o,
below) ; rediscounted commercial bills, given below
the balance-sheet of the bank, are excluded entirely
from the Summary Table.

20. Sundry Liabilities.
1932 1933 1934
Sehillings (000,000's)
Creditansialt, 1932-1934 :

Rediscounted finance bills . 61.0 8.0 . —

Mortgagebonds. . . . . . . . . 30.6 z29.0 268

Bonds covered by building loans . 379 406.7 469
Total . . .. ... 129.5 83.7

737

22, Guaraniees.

For 1933 and 1934, this item includes the
Government guarantee of 20 million schillirigs
accorded to the Industriekredit A.G. in April 1934.
The aval Habilities of the Creditanstalt amounted
to 68.7 millions at the end of 1932, 51.8 millions in
1933 and 71.0 millions in 1934. :

23. Other Contingent Liabilities.

The figures for 1932 and 1933 represent * live
claims "’ of the foreign creditors of the Creditanstalt..
The figure for 1934 includes, besides the -« live
claims ", a contingent liability of 15.3 millions of
the Creditanstalt to the Industriekredit A.G.

Summary of Profit-and-Loss Aeccounts. .

The 1934 figure for gross profits of the Credit-
anstalt (31.2 million schillings) is obtained by
deductil}g from interest, commissions, etc., received
(35.2 millions) both the interest paid on deposits

(3.3 million schillings) and the payment made to .

the Industriekredit A.G. (0.7 million) in accordance
with the bank reorganisation of April 1934.
i

The extraordinary off-writings (item 4(%}) in
X934, which have their counterpart in items 7(a)
and (b}, are due to the Bankverein, as described
in Commercial Banks, 1929-1934, page 1. '

Item 13 refers to the net profits of the Linder-
1I3>an_k, which are transferred to its head office in

aris. ‘
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BELGIUM.

~ The  outstanding developments in Belgian
- banking in the course of 1934/35 were the extensive
reorganisation of the credit and banking structure
and the devaluation of the belga in March 1g3s.
Despite the Government’s efforts since the summer

of 1934 to help industry, commerce and the banks-

by a series of legislative measures? the strain on
the latter increased as economic conditions, in
particular foreign trade, failed to improve. In the
absence of recent commercial banking returns (see
below), the continued pressure on the banks is
illustrated by the decline in the sight liabilities of
the National Bank on private account, mainly
bankers’ balances, from 1,921 million francs at the
end of December 1933 to 1,143 and 975 millions at the
end of June and December 1934 respectively, and
the increase in advances on public securities from
258 million francs at the end of 1933 to 635 millions
at the end of 1934. The pressure on the banks
persisted in the first two months of 1935 and
assumed alarming proportions in the last two weeks
of March 1935, when the bill portfolic of the National
Bank shot up from 3,392 to 4,665 million francs

(as. the foreign assets of the Bank are also included’

under this heading, the domestic bill holdings must
have increased by even more), its advances on

public securities rose from 1,120 to 1,629 millions,

and the note circulation from 18,206 to 18,851
-millions.
from the commercial banks have been published,
but they are known to be considerable and to have
been made largely for the purchase of foreign
currencies, This flight from the franc resulted
in a loss of gold by the National Bank amounting
to 1,361 million francs in the four weeks ending
March 28th. A strict exchange control was
instituted on March 18th, centralising all gold and
exchange dealings in the hands of the National
Bank and the newly established Office Central des
Changes, and ten days later the stock exchanges
and banks were closed for a period of three days.
On March 3oth, Article 8 of the Stabilisation Law
of October 25th, 1926, was suspended, the devalua-
tion of the belga by 25 to 30% was authorised, an
Exchange Equalisation Fund was created, and the
National Bank was authorised to write up the book
value of its gold reserves as on March 2gth by 25 %,
the profits of revaluation being ceded to the
Treasury. The Decree of March 31st fixed the

No figures for the withdrawals of funds

gold content of the belga at 0.150632 gramme, or
28 % below its old gold content (one belga is equal
to five Belgian francs). The effects of these
measures on the monetary and banking structure
may be judged from the following summary of the
weekly returns of the National Bank at certain
selected dates : -

27.v1. ab.xu,
1935 1938

28 28w, ayxm. 2Ban, | 4av.
1933 1934 1934 19335 | X933
Franes {000,000's)

1.Gold., .., .. 13,668 13,265 12,524 11,293] 12,997 17,951 17,286
2. Domestic  bills .

and foreign- gold

exchange. . . . 3933 3,283 3,966 4.665] 4,873 7,228 6,466
3. Advances on pub-

© lic securities . . asd 227 638 1,629
4. Note circulation. 17,093 17,408 17,630 18,850
5. Other sight liabi-

lities :

1,323 $62 430
19,125 20,153 20,383

{a} On Treasury '
account . . 1I,08% 441 193 139 133 147 342
{b) On private .
account . . I,92¢ T,143 975 038 1,155 6,723 4,363

It is estimated ? that the gold losses of the
National Bank from the beginning of 1934 to the
date of devaluation amounted to 5 milliard francs,
which would imply that the gold reserve of the
National Bank on March 3oth was less than
9 milliard francs. The first return after devalua-
tion, that of April 4th, places the gold reserve
at 12,997 million new francs, or 9,748 million francs
of the former parity. )

The repatriation of capital which followed the
devaluation of the belga and the consequent
improvement in the position of the banks are
reflected in the returns of the National Bank, At
the end of December 1935, the gold reserve stood
at 17,286 million francs, or 12,964 million francs of
the old gold content. This represented an increase
of 440 million francs of old gold content over the
reserve as at the end of 1934, and a decline of
704 millions compared with the end of 1933. The
difference between 1933 and 1935 in gold reserves
appears to be more than made up by the increase
in foreign exchange holdings, which, in view of the
probable decline in domestic bills, must have risen
very much more than is suggested by the increase
in the joint figure shown by the bank returns.
The improvement in the position of the commercial
banks is brought out by the decrease in the
advances of the National Bank, and the very
considerable expansion of its sight liabilities on
private account.

1 The measures taken by the Government between August and Octobér 1934 to cheapen the cost of credit to commerce
and industry, to relieve the banks of their frozen industrial assets, and to extend credit to the middle and artisan classes
were described on pages 8-9 of Commercial Banks, 1929-1034. Further measures were taken by the Statein the last quarter
of 1934 and at the beginning of 1935. Among the more important were the extension during October of the limits of the
State guarantee for credits granted to the artisan, professional and middle classes, the extension of State guarantee irom 600
to 1,000 million francs for credits granted to exporters, the creation on December 7th of an Office Central de la Petile
Epargne with a fund of one milliard francs, the reduction of interest rates on mortgage loans to 2 maximum of 6 to 7%
on January 28th,1935, and the extension of the control of the State of the long-term capital market, money-changers and

stockbrokers on January 3oth,

3 BAUDHUIN : La dévaluation du franc belge, Brussels, 19335, page 90.
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The restoration of confidence permitted the
abolition of exchange restrigtions by the end of
April, and a reduction in the National Bank’s
discount rate from 23% to 2% on May I_5th.
Though the Exchange Equalisation Fund remained
in existence, it has been stated ! that it has never
had fo intervene in the market. In May, the
Government converted all of its internal loans into
a unified 4 % loan; and created a fund of 1 milliard
francs out of the profits of revaluation of the gold
stock ? with which to support the quotations of the
new loan. On June 13th, a law was passed for
the creation of an Institut de réescompte et de garaniie
for a period of five years with the object of aiding
banks, industrial, commercial and agricultural
enterprises to mobilise their assets and to satisfy
their special credit requirements. The capital of
the Institut, 200 million francs, is to be subscribed
by individuals or institutions subject to the
legislation on banking, and the guarantee of the
State on its operations is fixed at 2,000 million
francs, The President and two out of the six
members of the Board of Directors are nominated-
by the Government. The Iustitu! is authorised
to do discount and acceptance business, and to
guarantee medium-term financial operations likely
to promote the objects for which it was established.
The bills accepted by it can be rediscounted at the
National Bank,

A new and detailed banking law was passed on
July gth, 1935, supplementing that of August 22nd,
1934, which had provided for the separation of
industrial from deposit banking. The present
law establishes detailed regulations regarding
deposit banks which are defined as institutions
receiving funds on deposit either at sight or for
a period not exceeding two years. Among the
principal provisions of the new law may be noted
the following : (1) joint-stock banks are to have
a paid-up capital of 1o million francs, private
banks of 2 millions, and foreign banks or branches
must allocate 10 million francs in paid-up capital
to their operations in Belgium ; (2) banks are
required to maintain certain ratios, determined by

experience, between their deposits and their liquid
assets on the one hand, and between their deposits
and capital and reserves on the other — the
Banking Commission may, if it sees fit, fix
these ratios in individual cases or in general ;
(3) they may not invest, except for a maximum
period of six months, in industrial securities and
they are not allowed either directly, or through
their directors, to have connections with companies
other than deposit and mortgage banks and
insurance companies ; (4) the banks are required
to invest their legal reserves in Belgian public
securities ; (5} an independent banking commission,
composed of the representatives of the National
Bank, Institut de réescompte and the commercial
banks, is charged with the foreswearing and the
setting-up of a list of accountants whom the banks
must employ for the examination of their books,
the surveying of public issues through the
intermediary of banks for which detailed regulations:
are provided, and the exercise of such other control
as may become necessary ; (6) the banks. are
required to submit to the National Bank monthly
returns and annual balance-sheets and profit-and-
loss accounts. The general provisions of the law
came into force on January 1st, 1936, and by
October 8th, 1935, 150 establishments had applied
for registration as controlled banks.

A further step towards the reform of banking
was taken on January 7th, 1936, by the publication
of three decrees on mortgage credit and banks.
These institute a control over mortgage companies,
aim at protecting borrowers from high interest
rates, and create an Office central de crédit hypo-
thécaire the principal object of which is to facilitate
the mobilisation of mortgage debts..

Due to the banking reform, the balance-sheets of
the commercial banks for the end of 1934 are not
available. The publication of monthly returns
which was required by the Law of August 22nd,
1934, will not be made obligatory till January 1936.

For detailed notes on the Summary Table, see
Commercial Banks, 1929-1934, page q.

: %)leech of th: Gove‘;nor of the National Bank on August 26th, 1933,
ese are estimated — BAUDHUIN, op. ¢it., page 135 — at 3,700 million francs. Th
40 : N, . } . . ey have bee :
870 million francs were paid to the National Bank as partial settlement of the old State debtyof 1,370 m]illl?;:g ::éorg?l‘h"'zx;

ir:t:;z u}r;;: t::;zditt;f:i to tpe (?rrand-Duchy of Lu?:e_mburg for its share in the revaluation profits, 1,12 5 millions w
L he E: ge Equalisation Fund, 1,000 millions were used for the support of rentes, and the remaind
ge of the Office de redressement économigue created on April 1gth, ' e

ere granted
was put in

A
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Table 6 (a).

ACCOUNTS

SUMMARY OF POSITION AT THE END OF :

1929 1930 1931 % 1932 1933

Lo

17

18

19
20

21
22

Number of banks

I.

oW ®

II.

I2.
13-
14.
15..
16.

Cash . . ... ... ... .......
(a) Gold, silver and smallcoins . .. . . . .
() Inland notes and balances with Central

Bank . . . . .. ... ...

. Other Items of a Cash Nature

. Bills discounted and bought
(a) Treasury bills . . . . . . . .. . ..
(b} Commerciat bills, Inland. . . . . . . .
(¢) Commercial bills, Foreign

Investments and Securities
(a) Government . . . . . . ... .. ..

~ (b) Other

. Participations

Due from Banks (Correspondents)
(a) At home
(b) Abroad

Loans and Advances
(a) On current account
() Other

Cover for Acceptances

Premises, etc.. . . . « . . v . 4 4 o s 4 . .

Sundry Assets

Total Assets

........

---------

-------

----------

----------------
---------------
-------
---------------
---------------
-------------
----------
----------------

---------------

LIABILITIES.

Capital paid up

Reserve Funds

Profit-and-Loss Accounts, Undivided Profits, etc.

Cheques and Drafts, etc., in circulation . . . .

Due to Banks {Correspondents)

(2) At home

(b) Abroad . . . . ... .. e e e e

. Deposits

(@) Current accounts and sight deposits. . .

(b) Savings accounts

(c) Time or fixed deposits

(d) Other deposits

. Rediscounts and other Borrowings

. Acceptances and Endorsements

. Sundry Liabilities
. Total Liabilities

. Value of currency in Swiss francs at the end
of each year

---------------

---------------

------------------

-----------
.........
------------
------
........

--------------

--------------

---------------

62 62

39

87|88

Francs (000,000's omitted)

%3.659 3456 | 3.649 | 4.769 | 5.930

6,726

5.384

6,557

5,480

— — —

7,154 | 7.208 | 7,046 | 6,927

12,602 | 11,756

21,001 | 15,789

485
30,578

41T
37,740

447
33,650

473
30,274

514
38,941

3,828

2,755
474

4,088

2,777
424

3,986
2,053
421

4,157
3,350

4,591

3,548
8orx

30,001 | 26,503 | 23,214 | 23,289

37,740 | 38,941 | 33,650 | 30,274 | 30,578

0.144 | 0.144

0.144 | 0.144 | 0.144
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BOLIVIA.

The monetary and banking position in Bolivia in
1934 and the first half of 1935 is characterised by

Government inflation as a result of the continuance .

of hostilities with Paraguay. The Chaco war, which
was financed from the outset by funds placed at
the disposal of the Government by the Banco

Central, 1 necessitated an increase in currency

circulation which is reflected by the increase in the
cash of the commercial banks and in their sight
deposits with the Banco Central. The methods of
financing the war are shown by the balance-sheet
summary of the commercial banks and the summary
of the principal accounts of the Banco Central.2

Dec. Dec. D2¢.- June Dec. June
1931 1932 1933 1934 1934 I935
' Bolivianos (ooo,000's}
Banco Central :
God . .. ... 16.2 270 79 88 9.5 14.2
Foreign exchange 9.8 2.3 5.6 19.4%* 32 6.8
Securities :
Government . . 8.7 60.7 119.3 I90.3 242.2 320.5
Other. . . . . 46 48 53 4.5 38 3.3
Note circulation . 26,6 376 538 -64.1 83.6 1200
1.2 42.3 54.0 I2ZLO I39.0 I95.8

Deposits. . . . .

5 Including 11.x millioas of claims on foreign countries.

On examining this table, the following facts may
be noted : (1) The circulation of notes issued by the
Banco Central has constantly increased since 193z,
in which year hostilities broke out with Paraguay.
In addition, the circulation of silver and nickel
currency issued by the State was estimated in
December 1934 at 6 million bolivianos. (2) Similarly,
the deposits with the Banco Central constantly
increased on account of the direct discounting of
Government bills. (3) While the deposits on current
account with the commercial banks constantly
increased owing to the monetary inflation, the
total amount of their loans and investments and
the private portfolio of the Banco Central reflected
the general stoppage of business by the fact that
they were at a standstill or even on the decline.
(4) As a result of this contrary movement of loans
and investments and deposits, the cash of the
commercial banks increased in 1934 by more than
five times in comparison with 1932, The recent
increase in the gold holding of the Banco Central is
connected with the fresh measures taken in January
I935 to regulate the purchase and sale of gold. The
Banco Central was authorised to pay for the total
value of recently acquired gold in foreign currency

1 See Commercial Banks, 1929-1934. Page 159.

at the London rate. The seller of the gold must
employ 70 % of the currency thus obtained in order
to import goods of prime necessity, or-he must sell
it back to the Bapco Central in exchange for
bolivianos. If the person concerned desires to sell
in Bolivia the 30% of foreign currency still
remaining, he must offer it to the Banco Central at
the export rate of the boliviano.

- Foreign-exchange control and. the system of
foreign trade 3 have been changed on several
occasions and have constantly become stricter.
For instance, the Decree of January 24th, 1935,
cancelled the provisions of the Decree of November
5th, 1934, which authorised exchange operations
on the free market. The former system of foreign-
exchange control based on the principle that all
transactions in foreign currency and in gold must -
be carried out through the Banco Central has been
reorganised and some important innovations have
been introduced. :

The decree provided in the first place two legal
rates of exchange.. As a result of the prohibition
of transactiohs on the free market, the boliviano
must be negotiated either at the official rate or at
the export rate. All foreign currency purchased
by the Banco Central at the official rate must be
placed at the disposal of the Minister of Finance in
order to meet State requiremenis; any foreign
currency not used by the Government is allocated
to payments forimports of raw materials, machinery
and goods of prime necessity and to the payment of
certain duly authorised expenditure abroad. On
the other hand, the foreign currency purchased by
the Banco Central at the export rate is placed at
the disposal of the foreign-exchange control
authority for use as a means of payment for general
trade and for the public. The decree also provided
that the export rate must not exceed 8o bolivianos
per pound sterling. The official rate was fixed in
February 1933 at 20 bolivianos per pound and has
only undergone slight variations. Other provisions
of the Decree of January 1935 fix the percentages of
foreign currency which the exporters must sell to
the Banco Central at the official rate -and at the
export rate of the boliviano. These percentages
vary according fo the different export products, the
proportion of the percentage offered at the export
rate being generally greater than that offered at
the official rate. The exporter-producers of tin,
who, under the January decree remitted 52 % of the
foreign currency to the Banco Central at the official
rate, and the non-producing exporters, who had to

* As regards banking organisation in Bolivia, see Commercial Banks, ¥925-1933, page 274.

? See Commercial Banks, I1929-I934, page 161.
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BOLIVIA. ’ COMMERCIAL BANKS Table 7 (a).
SUMMARY OF POSITION AT THE END OF :
ACCOUNTS .
1929 1932 1933 1934 1 1932 1933 1934 1
NumberofBanks. . . . . . ... ... .... 3 3 3 3 ||« 2 2 2
ASSETS Bolivianos {000,000's amitted)
r.Cash. . . ... ... .. ......... 20.9 | 14. 8.6 I 6. 0. 8.0
{a) Gold, silver and small coins. . » . . . . T 5.?) 32 ?1.8 4?. 1 1 2 33.2 4—-
(b) Inland notes and balances with Central
Bank . . ... ... ... .... 59| 5.2 | 268 | 48.0| 5.2 | 26.8 | 48.0
2. gtﬂ?segl Items ofd a Cash Naﬁure ......... - — — ] — — - | -
3. scountedandbought. . . . . . . . . . 22.2 | rz.0 | 13. . . 6. 6.8
(a) Treasury bills .g ........... 39 27 73 7
(6) Commercial bills, Inland. . . . . . . . 16.7 | 117 | 95 T = - ""
(c) Commercial bills, Foreign. . . . . . . . 5.5 | 0.3 44| 16| — - -
4. Investments and Securities. . . . . . . . . . 19.I | 85.x [136.3 |257.7 || 10.5 | 1x.8 | 11.6
() Government . . . . . . . ... ... — — — — — —
(b) Others. . . . . . . ... ... ... — — — — — - —
5. Participations . . . . . ", . . ... ... — — — — — — —_
6. Due from Banks (Correspondents). c v+ . .1470 | 205 | 48| 201 66| 26| 1.8
(¢) Athome. . . . . . . .. ... ... — 2.5 | — — 2.5 | — —
(b) Abroad . . . . . .. .. ... ... 47.0 | 270 | 48| 201 | 4x | 26| 1.8
7. Loansand Advances., . . . . . ... .... 47.1 | 428 | 38.2 [ 39.7 || 28.3 | 26.0 | 30.9
. fa) Oncurrentaccount . . . . . . . . . . 26.x | 16.5 | 13.6 11.9 5.6 | —
() Other . . . . . . .. ... .. ... 21,0 | 25.3 | 24.6 | — | 16.4 | 16,4 | —
8. Cover for Acceptances . . . . . . . .. ... 05)] 0z ] 02| — 02 02| —
9. Premises,etc.. . . . . . . ... ... ... 64| 73| 73} 57| 41| 44| 3.7
I0. Sundry Assets . . . . . . . . . .. ... 48| 47| 54| 72| 12| 22| o9
1r. Total Assets > . . . . . . . .. .. .... 168.0 (194.8 |244.5 |389.2 || 65.1 | 84.3 |103.7
LIABILITIES.
12. Capitalpaidup . . . . . . . . . . ... .. 45.6 | 47.3 | 48.3 | 48.3 | 23.5 | 24.5 | 24.5
13. ReserveFunds . . . . . . . ... ... .. 20.3 | 20.1 | 19.7 | 22.8 |} 13.8 [ 12.8 | 15.3
14. Profit-and-Loss Accounts, Undivided proﬁts etc.| 31| 45| 37| 37101 26| 15| o9
15. Notesin Circulation . . . . . . . . . . . .. 43.0 37 71538836 ox| — —
16. Cheques and draftsin Circulation . . . . . - .| 17 — — — — —
17. Due to Banks {Correspondents) . . . . . . . . 57| 54| 257 | 482| 09| 03| —
" (a) Athome. . . . . . ... .. .... 57| 45 | 21.6 | 47.7 | — o1 | —
: (b) Abroad . . . . . .. ... e e e e — 0.9 4.1 c.8 0.9 02| —
18. Deposits . . . . . . . . . ... ... ., 45.3 | 60.2 | 64.9 |145.0 }j 23.8 | 30.8 | 58.3
(a) Current accounts and sight deposits . . .| 26.3 | 48.6 | 47.9 |137.3 || 13.2 | 23.8 | 51.9
(b) Savingsaccounts . . . . . . . . ... 48| 3.4 3.5 3.3 3.3 3.5 | 3.2
(¢) Timeor fixed deposits . . . . . . . .. 12.9 | 7.3 | 12.5 | 3.2 7.3 | 12.4 3.2
(d) Other deposits . -. . . . . . .. ... T 1.3 0.9 1.0 1.2 || — 01| —
19. Rediscounts and Other Borrowings .. . . . . . | — - — — — - | -
20. Acceptances and endorsements . . . . . . . . 05| o02] o0z — 0z]| 02| —
2I. Sundry Liabilities. . . . . . . . . . . . .. 28 | 19.4 | 282|376 02| 52| 47
22, Total Liabilities. . . . . . . . . . e e e e 168.0 {194.8 |244.5 |389.2 || 65.1 | 84.3 [103.7
23. Value of currency in Swiss francs at end of
each year . . . . . . ... .. .. ... 1.85 | 0.05 | 0.84 | 0.74 || 0.95 | 0.84 | 0.74

1 The annual reports of all the banks not being available, the figures for 1934 and provisional.
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offer 65 % of the foreign currency to the Bank at
the official rate, are compelled by a new Decree of
October 1935 to sell 55 % of the foreign currency fo
the Banco Central at the official rate. On the other
hand, the Decree of October 1935 practically
cancelled all restrictions on exports of tin
The Decree of January zoth, 1935, placed foreign
trade under the control of the Direccién General
de Consumes Nacionales, which is under the
direction of the Minister of National Defence. This

Balancerheat Summary. f

3. Bills discounted and bought.

1929 I93I 1932 1033
Bolivianos {000,000's)

Bills discounted® . . . . . .. 128 54 47 34

Billsoverdue. . . . . . . . . 1.4 6.2 39 3.2

Duebillsatsight. . . . . . . 0.2 04 04 02
Bills in process of collection . . 1.3

Bills in liquidation . . . . . . 1oj #§ 27 27

Total . . . . . .« .. 167 163 IL7 9.5

& Excluding rediscounts at the Banco Central,

6. Duc from Banks (Correspondents).

Amounts due from domestic banks are not
shown separately in the balance-sheets, except for
the Banco Mercantil in 1932. o

Sums shown for foreign correspendents consist
of sight deposits held with banks abroad by the
Banco Central as backing for its note circulation,
and sight deposits and balances accruing to this
and other banks in the ordinary course of business.

15. Notes tn Circulation.

The division of the note circulation among the
Banco Central and the other banks, and the latter’s
holdings of Banco Cenfral notes are shown as-
follows :

institution, which is responsible for regulating the
imports and exports of the country, in agreement
with the Minister of Finance, has very wide powers
in all spheres of economic activity. '
The summary table, which is drawn up on the
same principles as that in the preceding edition of
this volume, furnishes, not only particulars for all
the banks in the country, including the Banco
Central, but also the special figures relating to the
two purely commercial banks. \

1929 I93I 1932 1933
Bolivianos (cc0,000's)
Note circulation of :

Banco Central . . . . . . . 42.5 26.6 37.6 353.8
Associated Banks . . . . . . 05 04 OI —
Total net circulation . . . 430 27.0 37.7 53.8
Notes of Banco Central held by
Associated Banks . . . . . . . 69 07 07 2.5
Net circulation in hands of public 42.x 26.3 370 5I.3

17. Due to Banks (Correspondents).

Mainly balances of associated banks with the
Banco Central. .

18. Deposits. - ‘
, _ ‘1929 - 1931 1932 1933
Bolivianos (000,000's)

Current accounts . . . . . . . 23.6 17.2 46.7 43.7
Sight deposits . . . . . . . . 27 20 L9 4.2
Total fa) . . . . .. . 263 19.2 48.6 479
Ordinary savings deposits . , . 3.6 29 2.5 2.9
Workmen's savings deposits . . 1.2 10 0.9 0.6
' ‘Total (B} . . . .. .. 48 39 34 35
Time deposits (¢) . . . . . . 129 108 7.3 12.8
Judicial deposits . .. . . . . 1.z 08 08 o9
Deposits in foreign money . . . oI 0.3 OI O.x
Total (d) . . .. ... 13 ILI 09 IO
Grand total . . . ., . . 45.3 33.0 6Go.2 64.9

! These provisions were again chan il 25t | .
on again changed on April 1st, 1936, when the Government fixed the definite official rate of
mgggzzg E:&x:ell?n& byGIg:rkmg it to the pound sterling (50 bolivianos=£1). The export rate was abolishe:l. r'(aj:d:r
e ernment and the tin producers, 423% of the foreign exchange produced by exports_of

tin are to be handed to the Government at the rate of 37.50 bolivianos per pound sterling,

L~
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BRAZIL.

The chief feature of banking and monetary
development in Brazil during the period January
1934-June 1935 was an expansion of credit and
currency accompanying the revival of business
activity. - .

The movements of the circulation are shown in
the following table.

Note Aggre-
gs":lt: Note  Toral  issue gate
issue of of of total
of Stabili-
? cols. Banco of
Federal sation a+b do cols
Treasury Office Brasil ¢4d
" a b & a e
. Milreis (0o00,000's)
Dec. 1031 . . . 2,683 89 2,772 I70 2,942
Dec, 1932 . . . 3004 65 3069 170 3,239
Dec, 1933 . . . 2,978 39 3,017 20 3,037
July 1934 . . . 3,030 32 3.062 20 3,082
Dec. 1934 . + 3,108 30 3,138 20 3,158
Dec. 1935 . . . 3.567 25 3,502 20 3,612

The circulation of the notes of the Banco do
Brasil shows no change, although, under the
Decree of November 21st, 1930, the bank was still
entitled to increase its note issue to 100 million
milreis. The note issue of the Stabilisation Office,
which latter was closed down at the end of 1930,
again shows a decrease as the notes are gradually
withdrawn from circulation and replaced by
Federal Treasury notes. The Federal Treasury
also made new issues, primarily with the object
of meeting the Federal Government's budget
deficits. There is no gold reserve cover for the
notes : but, under a Decree dated December 4th,
1934, the Banco do Brasil was instructed to make
gold purchases for the Federal Government’s
account, and the purchases so made amounted in
December 1934 to 97 million paper milreis, which
in December 1935 had increased to 254°*millions.
These figures, which are equivalent to 37 and
82z millions of the former gold milreis, represent
the prices paid for 6,683 and 14,845 kg. of fine gold
respectively. For the purpose of these purchases,
the Banco do Brasil advanced the necessary funds
to the Federal Government. The bank is
responsible for the custody of the gold purchased
on Government account. )

The balance-sheets of the banks show consider-
able expansion over the eighteen months under
consideration.

Loans

D it and Ad\xacrl\ces
eposIts N Vans
Sighl: Time Cash d.B‘“s ces on
ls:::&m- current
account

National banks: Milreis (000,000's)
Dec.1933 . . . 3687 1193 597 2.492 3028
June 1934 . . . 4,380 1301 694 2,389 3,235
Dec. 1934 . . . 4452 1507 367 2,502 3,458
June 1935 . . . 4404 1430 06 2,995 3.324
Dec. 1935 . . . 4,30t 1,903 538 2736 3,465

Foreign banks :

Dec. 1933 . . . 1,163 301 204 478 881
June 1934 . . . 1,221 277 211 431 910
Dec. 1934 . . . 1,170 200 209 456 950
Junerxgss . . . 1,178 313 2054 488 1,080
Dec. 1935 . . . 1,186 376 222 408 1,083

The total volume of deposits in all Brazilian banks
showed a continual increase during the last four
years, rising from 5,962 million milreis in December
1931 to 7,419 millions in December 1934 and
7,580 millions in September 1935. Similarly with
loans and advances. The total volume of discounts,
loans and advances, which amounted in December
1931 to 5,892 million milreis, increased to 7,406
millions in December 1934 and 8,184 millions in
September 1935. A considerable part of these
fresh credits represented, however, advances by the
Banco do Brasil to the Federal Treasury and the
National Coffee Department, the Federal Treasury
having been compelled to appeal to the bank for
assistance in meeting the budget deficits. The
Finance Minister was authorised accordingly on
December 31st, 1934, to borrow a further 300
million milreis to cover the deficit of the financial
year 1934 and to regularise the Federal Treasury’s
position.

One provision of this decree stipulated that banks
taking up these issues of Treasury bonds should be
entitled to present them for rediscount to the Re-
discount Department of the Banco do Brasil, which
was authorised to ignore the legal limit fixed for
its bill holdings in the case of these rediscount
operations.

In December 1934, the Federal Treasury’s
debt 2 to the Banco do Brasil totalled 384 million
milreis. The debts of the different States and
municipalities to the Bank at the same date
totalled 504 millions, and that of the National
Coffee Department totalled 611 millions. The
limit of 600 millions fixed by the Decree of
December #th, 1931, as the maximum total of re-
discounts of Coffee Department bills was thus

1 See the analysis of the Prazilian banking organisation and the record of events previous to 1934 in Commercial
Banks, 1913-1929, page 362, 1925-1933, page 280, and r929-71934, Page 162. . .
1 At the end of 1934, the Federal Government’s floating debt totalled 1,839 million milreis,
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exceeded by 11 million milreis, and the maximum
was accordingly provisionally increased })y 20
millions. In July 1934, the Banco do B_rasﬂ gave
the Coffee Department a further credit of 105
millions, the amount being earmarked for the
liquidation of the balance resulting from the
adjustment of accounts between the Coffee Depart-
ment and the Federal Treasury, as also for certain
special transactions undertaken by the Department
with the Federal Government’s permission. The
Law of December 31st, 1935, stipulated, however,
that the 600 million maximum fixed in 193T was
not to be exceeded. The same law fixed 300
million milreis as the maximum limit to the Banco
do Brasil’s rediscounts of commercial bills, 100
millions of this amount being reserved for the
cotton industry’s bills alone.

Another indication of the banking activities of
the country is to be noted in the increase in clearing
transactions, which rose from 12,000 million milreis
in 1931 to 19,000 millions in 1934. The index
number (calculated on the basis of the 1929 figure
= 100) rose from 78 to 118. :

The Banking Mobilisation Fund ! is fulfilling
expectations in the sense of facilitating the
progressive * mobilisation '’ of frozen bank assets.
The credits given to banks amounted to 54 million
milreis on December 31st, 1934. The volume of
the Fund’s transactions does not adequately
reflect its full importance, as the mere existence
of the Fund increases public confidence in the
banks. .

The position in regard to foreign trade and
foreign exchange control, which appeared in 1934
to point towards increasing freedom and relaxation
of existing restrictions on international trade,?
suffered considerable vicissitudes in 1935. Under
the new exchange control introduced in December
1934 — the last measure of the kind to which the
previous edition of this publication referred —
the foreign exchange received by the Banco do
Brasil at the official rate was to be allocated to
imports by countries of origin in proportion to the
amount of coffee exported to the different countries
concerned. The decree, however, only remained
in force for one month. On January 14th, 1935,
the new exchange control was, in practice, terminated
by the decision of the Banco do Brasil to suspend
all sales of foreign exchange at the official rate.

On February 1rth, 1935, the Banco do Brasil
published a new circular reorganising the exchange
c9ntrol and the foreign trading system. The
circular, by which all foreign exchange operations
are at present governed, stipulates that all foreign
exchange derived from Brazilian exports (with

certain minor exceptions) are to be sold at the

‘“free ”’ rate to the banks authorised to deal in

foreign exchange, the latter being required to hand
over at the official rate 35 % of the foreign exchange
received to the Banco do Brasil as the bank
responsible for exchange operations on Government
account. The banks were, however, allowed to
sell the remaining 65% of the foreign exchange
on the free market.

The allocation of the foreign exchange thus
rendered available is governed by the provisions
concerning the import trade. Import goods are
at present divided into three different catégories :

(x) In the case of goods imported before
September Ioth, 1934, the Banco do Brasil, in
principle, makes the necessary foreign exchange
available at the official rate.

(2) In the case of goods imported after
September 1r1th, 1934, and before .February
11th, 1935, the debtor has to obtain the
necessary foreign exchange by purchasing
60 % of the total at the official rate and 40%
on the free market.

(3) . In the case of goods imported after
February 1rzth, 1935, the debtor has to
purchase the whole of the foreign exchange
required on the free market.

Special provisions were included in the Payments
Agreements concluded by Brazil with the United
Kingdom, Italy and Norway to govern  the
allocation of foreign exchange at the official rate
for payment of goods imported from these countries
before February x1th, 1935.

The foreign trade system was again appreciably
altered by restrictions on the free market imposed
on June 28th, 1935. Purchases of the .65% of
foreign exchange available on the free market,
which from February 11th to June 28th, 1935, were
unrestricted, were again made subject, as from the
latter date, to the previous authorisation of the
Exchange Control. The position thus represented
a reversion to the system in force before May 1934,
when all foreign payments were subject to the
approval of the Exchange Control, :

The milreis, the depreciation of which continued
without ceasing from 1929 onwards,? has two rates
— the official rate and the ““free’’ rate. The official
rate, which is determined by the Banco do Brasil
on the basis of a fixed relation (subject to temporary -
fluctuations) to the French franc — the rate in
December 1935 was 780 milreis for 1,000 French
francs — is purely nominal, since the bank
suspended all sales of foreign exchange at the
official rate in January 1935. The allocation of
foreign exchange at the official rate, for which
certain of the foreign trade regulations indicated

‘above provide, is limited by the amounts at the

disposal of the Banco do Brasil, which has itself

1 ) 3 - - - + apa . - |
For the institution and organisation of the Banking Mobilisation Fund, see Commercial Banks, 1929-1934, page 163.

* See Commercial Banks, 1929-1934, page 162.



35

BRAZIL. . COMMERCIAL BANKS Table 8 (a).
SUMMARY OF POSITION
. AT THE END OF:
ACCOUNTS
1929 1931 1932 1933 1934
Numberof :Banks . . . . . . . . .. ... ..
Branches and Sub-Branches . . . . .
ASSETS. Milreis (000,000’s omitted)
I.Cash . . .. . . . . . . . ... 0000 .. 1,550 1,228 1,8 I, 1,410
(a) Gold silver and small coins . . . . . . 527 30 42 47:; 4 5
(b) Bank notes, State notes and balances
with Central Bank . « « - = o - 0. .. 1,533 1,198 1,843 1,470 1,405
,2. Other Items of a Cash Nature . . . . . . . . 204 166 114 136 143
3. Bills discounted and bought . . . . . . . .. 3,070 2,538 3,144 3,255 | 3,211
(a) Treasurybills. .- . . . . . . .. ... — - - - —_—
(b) Commercial bills, Inland . . . . . . . . — - — - —
(¢) Commercial bllls, Foreign . . . . . .. - - — - —
4. Investments and Securities. . . . . . . . e 254 |. 398 410 423 398
(a) Government . . . . . . . .. . .. . — — - - —
() Other . . . . . . . . ... .. ... — —_ — - —_
5. Participations . . . . . . . . . . .. PR — — - - —
6. Due from Banks (Correspondents). . . . . . .. 677 401 459 459 400
(a) Athome. . . . . . . . . .. .. . - ro8 73 98 105 {, 121
(b) Abroad . . . . . . . . ... ... 569 328 361 354 279
7. lLoans and Advances . . . . . e e e e 3,588 3,609 3,781 3,937 | 4,448
(a) On current account ..... R 3,588 3,609 3,781 3,937 4,448
(b) Others. . . . . .. . ... e e e — — — - —
8. Cover for Acceptances . . . . . . . . . . . - — - — —
9. Premises, etc . . . . . . . .00 - - —_ — —
10. Sundry Assets . .- . . . . . . o L0 e . 2,087 3,557 3,561 3,792 | 4.400
1. Total Assets . . . . . . . « . « . « .« .« .. 12,330 | 11,897 | 13,314 | 13,475 | 14,410
LIABILITIES,
12. Capital paidup. . . . . . . . . . . . . .. . 851 848 864 853 885
13. Reserve Funds . . . . . . . . . ... ... 509 587 627 643 668
14. Profits and Loss, Undivided Profits, etc. . . . . 21 39 35 52 59
15. Cheques and Drafts, etc., in circulation . . . . 45 49 285 818 663
16. Due to Banks (Corre5pondents) ........ 706 402 991 277 450
(a) Athome. . . . . . . . .« . . .. 78 86 872 98 109
(b) Abroad . . . . . . . . .. ... - 628 316 119 179 341
17. Deposits . . . . . . . .00 o oo 5,925 5,962 6,843 6,484 | 7,419
: 5;) Current accounts . . . . . . . . . .. 3,487 3,490 4,732 4,447 5,056
(b) Savingsaccounts . . . . . . . . . .. 431 451 510 524 566
(¢) Time or fixed deposits . . . . . . . . . 2,007 2,021 1,601 1,513 1,797
(4) Other deposits . . . . . . . . e | — —_ — — —
1S, Rediscounts . . . . . . . . e e e e e e e — — — - —
19. Acceptances and Endorsements. . . . . . . . — — - - —
20, Sundry Liabilities. . . .-. . . . . . . . .. 4,273 4,010 3,669 4,348 | 4,266
2r. Total Tiabilities . « o « o o = o « = o o « - 12,330 | 11,897 | 13,314 13,475 | 14,410
'22. Value of currency in Swiss francs at the end -
ofeachyear. . - . . . . . .« . .. .. 0.58 0.32 0.40 028 | o0.25
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incidentally been reduced to making purchases on
the free market to meet certain earlier obligations.
The free rate is some 50% lower than the official
rate of the Banco do Brasil. The depreciation of
the milreis continued in 1935, particularly during
the months of March and April, when the sterling
rate rose from 74 to 89 milreis, at which latter
figure it remained until the close of the year.

The measures taken in February 1934 to regulate
the service of the public debt * were not modified
in 1935. New agreements, on the other hand, were

BRAZIL

concluded for the liquidation of frozen debts, the
total amount of which was estimated in December
1934 at £10,000,000. The negotiations for these
agreements were conducted principally in the
United Kingdom, the United States of America,
France, Italy, Norway, Sweden, Denmark and
Spain. In Germany, owing to the vicissitudes of
the Verrechnungsmark, the position is reversed,
Brazil being now. a creditor with considerable
frozen claims in the German banks. i

Balance-sheet Summary,

1. Cash.
The sums shown under (%) are composed as
follows : .

Milreis (o00,000's) 1929 | 1931 | 1932 | 1933 | 1934
Bank and State notes .| 1,269| 9¢25] 1,020| 821| 775
Balances with Banco do

Brasil . ., . . . .. 264 273 814] 649[ 630
Total 1,533 1,198 1,843} 1,470] 1,405

2. Other Items of a Cash Nature.

This item consists of funds ‘* at call " in other
banks.

3. Bills discounted and bought.

The composition of the sums shown in this
group of the Summary Table is as follows :

Milreis {000,000%) 1929 | 1931 | 1932 | 1933 | 1034
Bills discounted , . . .| 2,488| 2,284] 2,916| 3,017 2,958
Bills receivable for own

account :

Inlaqd ....... 429 196§ z217| 220] 228

Foreign . , . . .. 153 58 11 18 23
Total 3,070| 2,538| 3,144| 3,255} 3,211

7. Loans and Advances.

According to the nomenclature adopted in the
official statistics, practically all the loans of the
Brazilian banks would appear to be granted in the
form of current account advances. In fact, a

considerable proportion of the sums shown represent -

long-term credits.

In addition, some banks grant mortgage loans
against the issue of mortgage bonds. But, as these
operations do not fall within the field of commercial
banking proper, mortgage loans and corresponding
bond issues, which as a rule are handled by separate
mortgage departments, have been included under

sundry assets and liabilities in the Summary Table.

10. Sundry Assels.

The sums shown in the table are composed as
follows :

Milreis (o00,000’s) 1929 | 1931 | 1932 | 1933 | 1034
Assets in liquidation . . 29| 99| 66| 49| 49
Mortgage loans . . . .| 1,081 1,256| 1,610| 1,319 1,521
Net balance of collection o

guarantee and safe
deposit accounts . .| — 160 27s5| 178 22

Accounts of Note Issue

Departmment of Banco
doBrasil, . . . . . 353 54| — 68 76
Other accounts . . 1,524| 1,088| 1,610( 2,178] 2,732
Total . . . .|2,087] 3,557| 3.561| 3,792| 4,400

20. Sumdry Liabilities.

The sums shown in the table are composed as

follows :

Milreis (000,000’s} 1929 | 1931 | 1932 | 1933 | 1934
Mortgage bonds, . . . .943 1,275 846| 1,491| 1,54
Net balance of branches’ . 543

and agencies’accounts| 642| 4o01| 333] 321| 343
Net balance of collection
guarantee and safe
deposit accounts 209| — — - -
Accounts of Note Issue
Department of Banco
doBrasil, . . ., . . 7151 170| 170 20 20
Other accounts , . . 1,764{ 2,074| 2,320| 2,516{ 2,360
Total . . . .| 4.273| 4,010| 3,669| 4,348 4,266

1See Commercial Banks, 1929-1934, page 162,
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BULGARIA.

The outstanding developments in Bulgarian
banking during 1934/35 have been, as the following
summary of the principal accounts of the Naticnal
Bank, commercial banks,! and other credit institu-
_ tions shows, a contraction in central and commercial

bank credit, and an increase in deposits with the
Agricultural and Co-operative Bank, the Popular
banks and the Post Office.

Endof : bec. June Dec. June  Sept
1933 1934 1934 1935 1935
Leva (c00,000's)
A, National Bank.
f.God ... ..., 1,545 1,547 71,547 1,583 1,583
2. Net foreign assets. . . . . 141 33 121 174 93
3. Discounts and advances. . 473 367 373 281 58g
4. Treasury Bills. ., . . , . . 818 693 655 670 603
5. Note circulation . . . . . 2,084 2,664 2,449 2,152 2,408
6. Sight liabilities other than
notes . . . . ... .. 1,565 1,645 1,758 2,304 L.9IL
Of which—DBankers' balances (586}  (736)  (689)  (734) (493}
B, Subsidiary Coins.
1. Coins held by the National
Baok . . .. ..... 254 299 354 507 380
2. Coins in circulation . . . . 987 942 I,287 1,134 1.261
3. Total amountissued . . . I,24T 1,24 L64T  I,641 1,641
L. Depositsin :
1. Commercialbanks . . . . 3,204 3,2T7 3,230 3,136 3145
Of which— .
{a) Savings deposits . . (1,256) (r,268) ({1,239) (r,230) (r,213)
(b) Trade deposits . . . (1,639) {1,354} (1,400) (x,381) (r,362)
f¢) Other creditors . . . (3990  (595) . {597} (525) {s70)
2. Agricultural and Co-opera-
tiveBank . . .. ... 6,028 6,230 6,58r 6,633 6,586
3. PostOffice. . . . .. .. ILI7I  I,323 I,382 1,452 1,477
4. Popularbanks . . . . . . 1,793 . 1,050 . .
D. Commercial Banks.
1. Cash,ete. . . . ... .. 534 515 523 351 394
2. Billportiolio . . . . . . . 1,202 1,135 . 1,127 1,359
3. Advances ., . . . . .+ . . 1,953 i,904 1,785 1,975 1,801
4. Contested accounts and pro- '
tested bills. . . . . . . 662 (314 . 13 656
5. Rediscounts ., . . . . . . 353 304 258 266 401

The decline in the note circulation from 2,984 to
2,152 million leva, or by 279%, in the eighteen
months ended June 3oth, 1935, was compensated
for in part by an increase of 147 million leva in
subsidiary coins in circulation. (The amount of
subsidiary coin held by the National Bank increased
simultaneously by 253 millions.) The decrease in
the monetary circulation was particularly severe
between the end of September 1934 and the end
of June 1935, when the total note and coin circula-
tion fell by 860 million levas, or 219. This
contraction in the means of payment was a reflec-
tion of the stagnation in foreign trade, and the
shrinkage of domestic prwate trade consequent,
inter alia, on the increase in the economic activities

of the State through monopolies or otherwise.
These conditions are reflected also in a decline in
the commercial bill portfolio of the National Bank
(item A 3 above) and an increase in its sight
liabilities other than notes (item A 6 above). The
latter is not due entirely to an accumulation of
idle balances, as part of the expansion in sight
liabilities shown as bankers' balances represents an
increase in various blocked accounts resulting from
clearing and compensation agreements, and the
rise in other sight liabilities is partly due to an
increase in the State current account during
negotiations with foreign creditors.

Though trade deposits continued to fall, the
decline in savings deposits was arrested, and the
accounts of other creditors increased. Hence the
fall in total commercial bank deposits was relatively
small by comparison with previous years, total
deposits declining by 158 million leva in the
eighteen months ended June 3oth, 1935, as against
a fall of 654 million leva in the eighteen months
ended June 1934. This fall was due almost entirely
to a decline in deposits "with the foreign banks
operating in Bulgaria :

Dec. 31st, Dec, 31st, June 3oth,
1933 1934 1933
Leva (000,000's)
Four foreign banks . . . . 1,557 1,522 1,366
Twolarge Bulgarian banks .- 898 957 1,031
Other joint-stock banks. . B39 751 739
All joint-stock banks . .  3.294 3,230 3,136

The decline in deposits in the course of 1934 was
met principally by a reduction in loans and
advances, whereas the fall during the first half of
1935 was accompanied by a decrease in cash assets.

The improvement which is brought out by the
September 1935 returns of the National Bank and
the commercial banks is partly seasonal and partly
a consequence of a recovery in foreign trade which
set in as from April 1935. Imports and exports,
which had amounted to 1,330 and 1,256 million
leva respectively in the seven months April to
October 1934, rose to 1,814 and 2,091 million
leva during the same months of 1935. This is
reflected in the expansion of the net foreign assets
of the National Bank,? in a considerable increase
in the note and coin circulation, in a reduction.
in the Bank rate from 7 % (at which it had stood

1 These accounts, which are taken from the reports of the Commissioner of the League of Nations, are classified
on a different basis from those published annually by the National Bank in its Bullefin and reproduced in the attached

Summary Table.

* The increase in the gold reserve in June is due to the incorporation in the reserves of gold previously purchased
on the domestic market and which until then had been shown under * Other assets "
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BULGARIA. ' COMMERCIAL BANKS Tahle'9 (a).
SUMMARY OF POSITION AT THE
- - END OF :
ACCOUNTS _
1929 1930 1931 1932 1933 ??34
Number of Banks, Branches and Sub-branches. . . | 135 | 138 }31 129 | 118 106
ASSETS. Leva (000,000’s omitted)
8 2 26 2
1. Cash. Gld _.1 .. .d. - R : S ﬁ) Z_ i : is
a) Gold, silver and smallcoins. . . . . . .
?bﬂ Inland notes and balances with Central y 774 | 870 ) N U N R
Bank . . . .. ... e e e e e :
2. Other Items of a Cash Nature . . . . . . . . I zgg I ig; ;gg égg
3. Billsdiscounted andbought. . . . . . . . .. _ ’4_ T - -
(a) Treasurybills. . . . . . . .. .. .. ; _ _ _
(b) Commercial bills, Inland. . . . . . . . 1
(¢) Commercial bills, Foreign. . . . . . . . 3,056 | 2,203 | — - - —
4. Investments and Securities. . . . . . . . . . 207 | 205 184 | 214
(a) Government . . . . . . . . ... .. _ . 46 17 11 78
(b) Other . . . . . .. .. .. ... .. 161 188 173 | 136
5. Participations . . . . . . . . .. .. ... 51 48 44 31
6. Due from Banks (Correspondents). . . . . . . { 57 6x 39 =22
(a) Athome. . - . . . . .. ... ... — —_ ] — —
(b) Abroad . . . . . . . . ... . ... .3,938 13,489 ) — — — —
7. Loansand Advances. . . . + . . . . . . . . : 2,564 | 2,040 | 1,953 | 1,785
(a) Oncurrent account . . . . . . . . . . — — — —
(b) Other . . . . . . e e e e e e J : — — — -
8. Cover for Acceptances . . . . . . . . .. .. — —_ 29 36 32 25
9. Premises,etc.. . . . . . .. . .. ... .. 223 | 215 | 275 | 297 271 | 257
10, Sundry Assets . . . . . . ... ... ... 51X 545 | 1,133 | 1,173 | 1,037 | 1,047
11. Total Assets . . . - . « v v v v v u ... 8,442 | 7,412 | 6,684 | 5,861 | 5,072 { 4,929
LIABILITIES, |
12. Capitalpaidup. . . . . . . . ... .., 1,002 | 1,085'| 1,129 | 1,107 | 1,041 |- 875
13. ReserveFunds . . . . . . ... ... ... 155 | 162{ 174 | 182 | 204] 198
14. Profit-and-Loss Account, Dividends Account, etc. | 118.| 114 62 30 22 16
15. Cheques and Drafts, etc., in circulation — — 20 19 16 22
16. Due to Banks (Correspondents) . . . . . . . . 6 8 8
9 7 54 4
{a) Athome. . . . . . . . ... . ... — — — —_
b (b) Abroad . . . . . . ... ... ... — — _ —
17. Deposits, etc. . .". . . . . . .. .. ... , 918 | 3,2 ,230
(2) Current account and sundry deposits 6 88 4—4—4 2 3-9— 3_9 3 33
(b) Savingsaccounts . . . . . . . . ... 959 | 5:°07 — — — —
{c) Time and fixed deposits . . . . . ., . . — — — —
(d) Other deposits . . . . . .. ... .. — _ — —
18. Eediscounts and Other Borrowings . . . . . . — — — —
19. Acceptances and Endorsements. . . . . . | . — — 29 36 32 25
20. Sundry Liabilities. . . .. . . . .. .. .. 208 164 725 401 410 | 5I5
21, ;otda}l Liabilities, . . . . . . .. ... ... 8,442 | 7,412 | 6,684 | 5,861 | 5,072 | 4,929
22. Rediscounts . . . . . . .. ..., .. —_— —
23. Guarantees . . . . ... ... .. L e ~— — 1?)3 ;gz gg; Zgg
24. Vah}e ofl currency in Swiss francs’ at the end
ofeachyear . . . . . . . .. ... ... 0.037 | 0.037 | 0.037 | 0.037 | 0.036 | 0.03




BULGARIA

since January 1934) to 6% in August 1935, and
in a fall in the average premium for free compensa-
tion devisen from 389 in Jume to 27 % in October
1935. This improvement had not spread to the
commercial banks by the end of September 1935,
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when — apart from an increase in the bill portfalio
which was made possible by additional rediscounts
with the National Bank — the level of deposits
and of the principal earning assets of the banks
remained below those of September 1934.

- Balance-sheet Summary.

9. Sundry Assets. -

~ Thisitemincludes, in additfon tosundry accounts,
the following sums :

Leva (000,000"s) 1931 1932 | 1933 1934
‘Credits in litigation. . . .| 391 | 448 | 511 | 511
Protested bills . . . . . . 134 169 151 126
Total. . ... . 525 617 662 637

14. Profit-and-Loss Account, elc.

The net losses incurred by some banks are
included under sundry assets, and amounted to

54, 31, 29, and 37 million leva in 1931, 1932, 1933,
and 1934 respectively.

17. Deposits.

Leva (000,000's) 1931 | 1932 | 1033 | 1934

Savings deposits, up to one
month . . ... ... 1,640 | 1,436 | 1,137 | 1,133

Savings deposits, more than
onemonth . . ..., 226 165 128 106
Commercial deposits . . .| 2,001 | 1,929 | 1,639 | 1,400
Other creditors . . . . . 582 388 309 501
Total deposits . . . .| 4,449 | 3.918 | 3,293 | 3.230
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Important changes have recently taken place in
the Canadian banking system ! as a result of the
establishment of the Bank of Canada in March 1935.
The Statutes of the Bank of Canada and the new
regulations with regard to the commercial activities
of the chartered banks were analysed in the last
edition of this publication. The changes in the
monetary and banking position resulting from the
foundation of the central bank and the application
of the regulations of the Bank of Canada Act are
apparent in the Balance-sheet Summary of the
chartered banks shown on page 42, and in the
following summary of the principal accounts of the
Bank of Canada as at March r3th, 1935 (when the
Bank was established), July 3rd, 1935 (just before
the revaluation of the gold reserve), July xoth,
19335 (just after the revaluation of the gold reserve),
and December 31st, 1935.

March July Juiy Dec.
13th, 3rd, 1oth, gust,
1935 1935 1935 1935
. $ (o00,000's)
Reserve . . . . . . 108.0 I121.7 105.5 186.4
Gold coin  and
bullion . ., . . (106.6) (106.7) (180.2}) (180.5)
Silver bullion . . (1.9) {x.1) (r.2) (1.6}
Foreign assets . . (0.4) (13.9) (14.1)  (4.2)
Discounts . . . . . - — - —
Advances . . . ., . —_ 5.2 5.2 3.5
To Dominion Go-
vernment . ., — {4.2) (4.2) (3-5)
To chartered
banks . ..., — (1.0) (1.0) (—)
Investments . . . . 149.9 150.4 98.9 114.3
In Dominion Go-
vernment short-
term bonds . . (34.9) (30.5) (19.0) (30.9)
In other Dominion
Government
bonds . . . . (1x5.0) (129.9)  (79.9) (83.4)
Note circulation 07.8 76.8 76.9 99.7
Depossts . . . . . . 156.4 106.4 219.5 200.3
Dominion Govern-
ment, . . . . (4-2) (24.6) (35-4)  (17.9)
Chartered bz_mks - (151.9) (171.3) (x83.2) (181.6)
Other deposits {0.3) {o.5) (0.9) (0.8)

The first balance-sheet of the central bank is the
outcome of the application of the provisions of the

Bank of Capada Act regarding the transfer
of certain assets and liabilities of the chartered
banks and of the Firiance Ministry to the newly
founded bank of issue. The Finance Ministry
transferred to the Bank of Canada the gold and
silver and State bonds representing the cover for
the Dominion notes in circulation, while the
chartered banks transferred to it their gold reserves
held in Canada? and the Dominion notes in their
cash holdings. In exchange for these assets, the
chartered banks were given sight deposits and notes
of the Bank of Canada.® The Bank of Canada
undertook to guarantee the Dominion notes in
circulation (those of small denominations only), =~ -

The balance-sheets of the Bank of Canada of
July 3rd and rothshow the results of the revaluation
of the gold reserve effected under the Act of July
1935 establishing an Exchange Fund. Under this
Act, the gold reserve of the Bank of Canada was
revalued on the basis of the current selling price of
gold in the London or New York market, converted
into Canadian dollars at the rate of exchange of the
day. As, however, no statutory price was fixed,
the valuation of the gold reserve in the weekly
returns of the Bank of Canada is based solely on the
current market price, with the result that this item
shows slight variations from week to week. In the
balance-sheets previous to July roth, its value was
basedwon a rate of $20.67 per ounce of fine gold,
whereas the price at which it was revalued was fixed
at $35 per ounce.

The resulting profit of $74 million was used as
follows. As the first balance-sheet of the Bank of
Canada after the revaluation shows, a sum of over
$10 million was credited to the chartered banks,
which were entitled, under the Bank of Canada Act,
to the profit on the revaluation of the gold held by
them (as determined with the approval of the
Govemnor in Council) as cover for their obligations
abroad. Theremainder of the profit was credifed
to the Dominion Government. The Exchange Fund
Act (see above) authorised the Finance Minister to
convert this profit into gold and foreign exchange

! See the description of the banking organisation in Canada and the summary of re;cent events and analysis of‘ the

Statr:tfs of the Bank of Canada, in Commercial Banks, 191
The following table shows the gold reserves held by

just after the transfer of their gold holdings in Canada to th

Gold held in Canada . . . .
" Gold held elsewhere, . . . .

Subsidiary coin held in Canada . . . . . . . . . .

..........

Subsidiary coin held elsewhere . . . , . . . . ..

~I929, Page 310; 1925-1933, page 227 ; and I929-1934, page 139.
the chartered banks in Canada and elsewhere just before and
enew central bank :

Feb, 28th, March 31st,
1933 1935
$ (o00,000's)
A " I -y
R ERREE R B A B

54

* In the monthly returns of the balances of the chartered b i i
] : anks published in the Canada Gazett, i
operations, according to the balances as at the end of February and March 1935, werenas ‘;ol.lgf:s i. Fhese various

........

Dominion notes deposited in central gold
Bank of Canada notes in hands of hga.nksrmr"%

i not.esinha.ndsotbankq....:::::

Deposits at Bank of Canada . ., ., ., , ., . . . .

Feb. 28th, March 31st,
1935 . 1935
$ (0o0,000'%)

.............. 56.4 16.4

.......... {51.1) (16.4)
............ (s.2) (—]
........... 178.5 —_
............ 6.6 _—
............ — 51.2

I49.0
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for the purpose of creating an Exchange Equalisa-
tion Fund to control the foreign *value of the
Canadian currency unit and prevent unjustified
fluctuations in its exchange value. It appears,

however, that the Fund undertook no transactions.

in foreign currencies in 1935. The greater part of

the profit going to the Government was utilised to -

redeem Dominion Government bonds held by the
Bank of Canada (over $50 million), while the
Dominion Government’s deposit with the bank was
increased by $10.8 million.

The revaluation of the gold reserve of the Bank
of Canada bad the effect of increasing the cover for
notes in circulation and deposits. The proportion
between the reserve and the liabilities of the bank,
which the Act fixed at 259, was thus increased
from 43 to 65 %.

The other items of the Bank of Canada’s
“ Reserve ”’ showed only minor changes. The
silver reserve increased, but only within the limits
laid down by the Act.}

The changes in the item ‘ Foreign Assets ’ were
due to fluctuations in the amount of United States
dollar bills held by the bank.

The increase in the item ** Investments " during
the period July-December was due largely to
purchases of three-month Treasury bills made
by the Bank of Canada, either to neutralise the
deflationary effects of certain transactions arlsmg
out of the establishment of the bank, or else in
order to influence the short-term interest rate.

. The chartered banks had no recourse to the

Bank of Canada in 1935. They neither presented
bills for rediscount nor applied for advances, except
in one case where the advance was for a trifling
amount over a short period. The independence

. . 41
of the chartered banks in relation to the Bank of
Canada was a consequence of the abundance of
funds at their disposal. Compelled to maintain
amounts representing 5 % of their deposit liabilities
in Canada in the form of non-interest- bearing
deposits at the Bank of Canada or notes of that
bank, the chartered banks, held in July 1935,
a cash reserve at the Bank of Canada representmg

0% of their commitments.

Examination of the chartered banks’ accounts as
shown in the Summary Table to December
31st, 1935, reveals no important change in the
banking position. The resumption of business
activity in Canada since 1932 has not had the effect
of expanding credit. The total volume of loans
and advances, including discounts and purchases
of bills, has remained stationary during the past
two years, the tendency being rather in the direction
of further reduction. This continuous decline in
the total of loans and advances was not, however, a
consequence of any reduction of the cash holdings ;
on the contrary, the chartered banks had
considerable funds which remained unutilised, and
they took no steps to rediscount their bill holdings
either with the Treasury Board (a Committee of
the Cabinet) or later with the Bank of Canada.
Deposits of the chartered banks, indeed, showed
a tendency to increase ; and the banks were
compelled, in order to employ the funds at their
disposal, to increase their holdings of State paper.
These accordingly show an increase of $157 million,
representing a rise from $861 million in December
1933 to $1,018 million in June 1935.

Bank debits to individual accounts fell from
$32.9 milliard in 1934 to $31.5 milliard in 1935
— 1.6, by 4 %.

Balance-sheet Summary.

Note. — For detailed notes on various items of the Balance-sheet Summary, see precedmg edition

of this volume,

1. Cash. $ {000,000's) 1929 1931 1932 | 1933 1934 | 1935
’ Circul Central 3. Total me-
$ {000,000's) Redemp Gold Total tallic reserve
Fund Reserves (1+2) . 879 | 76.5| 64.3| $5.I1| §5.3) 15.8
I029. . 4 s 4 o« e e . 6.4 56.6 63.0 4. Do minion
IOZT. & o = s o o o= s 6.8 25.7 32.5 notes in
1932, ¢ 4 4 o o« s 4 . 6.6 19.9 26.5 hands of g &
I033. - 4 4 v o4 o oa e 6.5 17.8 24.3 banks . . .| 130.9| 1289 | 153.2 | 139.7 | 169.8 40.68
1034, « « o s 4 s a = 6.7 18.6 25.3 5. Dou:liniop
......... 6.9 —_ 6.9 notes deposi-
232 ted in central
gold reserves| 41.5f 151 8.8| 12.6{ 13.4|1BLGP
$ (000,000's) 1929 | 1931 | I933 1933 | 1934 1935 6. Bank circu-
1. Current goid ha tio nt r :1;
nd subsidi- empti . 7
:ry coinl in fund . . . 6.4 6.8 6.6 6.5 6.7 6.9
hands of . 7. UL S, and
banks . . .| 73.3] 65.8] s3.2| 49.9| so.r| 158 other foreign .
At home.| (46.9)| (46.0)] (38.0} (39-3)| (39.1) (5.4) notes. . . 23.7| 1474 179 18.6| 19.7 | 24.3
Abroad. .| (26.4)| (19.8)| (15.2}| (10.6)| (11.0)] (10.4] g Total non-
2. Gold depo- metallic re-
sits in central : serve (4-7). .| 202.5 | 165.5 | 186.5 | 177.4 | 209.6 | 253.4
gold reserves| 14.6| 10.7| ILI 5.2 52| —

1 See Commercial Banks, 1929-1934, page 139, note 4.

'

8 Bapk of Canada notes.
b Deposits with the Bank of Canada.



Table 10 (a).

CANADA. COMMERCIAL BANKS
SUMMARY OF POSITION AT THE END OF:
ACCOUNTS . :
1929 | 1931 | 1932 | 1933 | 1934 | 1935
Numberof :Banks . . . . . . . + « v = ¢ « 1T 10 I0 10| 10! IO
Branches and Sub-Branches . . . . . 4,069 | 3,970 J 372
ASSETS "Daollars (000,000’s omitted)
L. Cashe v v v v e e e e e e e e 290.4] 242.0| 250.9] 232.5| 264.9| 269.2
(a) Gold, silver and small coins . . . . . . 87.9| 76.5{ 64.31 55.1| 55.31 15.8
(b) Inland notes and balances with Central | - :
Bank . + + v« v e e e e e e e e 202.5| 165.5| 186.6] 177.4 209.6] 253.4
2. Other Items of a Cash Nature . . . . . . . . Y72.2| 1140 925 97.I[ IIS.I| I127.4
3. Bills discounted and bought . . . . . . . .. — - — — - -
(a) Treasury bills. . . . . . . . . . . .. — — — — - —
(5) Commercial bills, Inland . . . . . . . . - — — — — —
'(¢) Commercial bills, Foreign . . . . . .. — — — — — —
4. Investments and Secunues .......... 448.4] 694.0[ 778.2] 861.I| 966.6{1,154.6
(a) Government . . . . . . . . . . . .. 391.0| 632.0 729.3| 809.2 927.0|1,101.4
(b) Other . . . . .. ... ..... e 57.4| 6z.0f 48.9] 51.9 39.6/ 53.2
5. Participations . . . . . . . . . . N 9.8 " 14.3] 13.2| 130 13.0/ 108
6. Due from Banks (Correspondents). . . . . . . 107.9{ 113.8| 117.0 86.2| 90.3| II7.0
(a) Athome. . . . . . .. ... .. .. 6.3 4.1 4-3 3.5 4.6 5.3
(b) Abroad . . . . . . . e e e e e e 101.6| 109.7| 1r2.7[ 82.7[ 85.7| IILO
7. Loans and Advances. . . - . . . . . . . .. 2,282.5(1,659.6(1,450.2 ,369 8i1,311.9(1,237.3
(a) On current account . . . . . . . . .. — — — —
(b) Other . . . . . . . . ... ... .. — — — — — —
8. Cover for Acceptances. . . . . . .. .. .. 112.6( 55.5| 42.6] 49.4| 508| 58.2
9. Premises, etC. . . . . . . . . . 4 ... .. 752 798| 787 783 77.6| 76.0
70. Sundry Assets. . . . . . . . . . 0. .. .. 22.x| 24.7| 28.8| - 28.3] 29.1] =286
IT. Total AssetS . . « v v v v oo v v v e v o 3,521.1|2,997.7|2,852.1{2,815.7|2,919.3|3,079.1
LIABILITIES. .
12. Capital paidup. . . . . . . . . . .. ... | 142.9| 144.5] 144.5| 144.5| I145.5] I45.5
13- Reserve Funds . . . . . . . . .. ... .. 158.1| 162.0{ 162.0| 132:5| 132.8] 132.8
14. Profit-and-Loss Accounts, Dividend Accounts, etc. 17.71 15.9| I0.I] I0.0 9.8 9.9
15. Notesin circulation . . . . . . . . . ... . . 175.5| I4I.0] I127.I] I32.0| 136.4| I18.9
16. Cheques and Drafts, etc., in circulation . . . . 82| 32 06/ o9 1.0 1.5
17. Due to Banks (Correspondents) ........ 122.9| 585 61.1] 51.4] 44.6] 502
' (e) Athome. . . . ... . . . ... ... 14.9| 11.4| 12.3] 13.71| I15.1 I4.3
(b) Abroad . .*. . . . . .. ... ... ro8.0 47.1] 48.8| 383 =295/ 35.9
18. Deposits . . . . . ) T 2,696.9)2,367.6{2,244.5|2,242.2|2,360.7(2,559.0
(2) Current accounts and sight dep051ts 820.9 697.5| 538.3] 563.1| 628.r] 693.5
-{b) Savingsaccounts . . . . . .. .. .. — — —_ — — —
(c) Time or fixed deposits . . . . . . . . . 1,434.4|1,360.0{1,377.5{1,356.9|1,4207.2|1,486.0
(d) Otherdeposits . . , . . . . ... . 441.6| 3ro.z| 328.7] 322.2| 325.4| 379.5
19. Rediscounts and other Borrowings . . . . . . 81.7| 46.5] 57.0] 504 352 —
20. Acceptances and Endorsements ........ 112.6| 55.5] 42.6] 49.4| 50.8| 582
21. Sundry Liabilities. . . . . . - o . .\ v . . 46| 30| 26 24 25 31
22. Total Liabilities. . . . . ... ... .... 3,521.1/2,997.7(2,852.1|2,815.7(2,919.3|3,079.1
23. Value of cwrency in Swiss francs at the end ‘
ofeachyear . . . . .., ... ..... 5.18 4.2 | 447 | 3-32 | 3.10 | 3.05




2. Other Items of a Cash Nalure.

CANADA

) Notes of |Chegues on

$ (000,000’s) other banks}other banks Total
I020 4 4 4 4 e e e s 20.0 152.2 172.2
1937 . . . . 4 . . . 11.9 102.1 114.0
I932 . . . . s s . . 12.1 80.4 92.5
b (=% K T TL4 85.7 97.k
1934 . v - e 4 e . 12.9 102.2 1151
I935 o = « 4 s o= s 7.9 119.5 1274

’ >
-»

4. Investments and Securities.

The sums shown for Government securities
(item {a) of present group) are composed as follows :

Mun. and
Dom. and | ™4} er

$ (000000)  [Prov. Gov.| BHEL | rorar

: Securities Securities
I020 . ¢ 4 . o4 o. . . 297.0 94.0 391.0
I93T . v v e 4 e . . 4779 154.1 632.0
1932 . ... 562.4 166.9 729.3
I933 « ¢ 4 4 & 2 o - 651.1 158.1 809.2
1934 . . . 780.8 146.2 927.0
I935 -« -« 4 . 0. s 955-9 145.5 I,101.4-

The other.investments (5} consist of railways

and other bonds, debentures and stocks.

6. Due from Banks (Correspondenis).

$ (0o0,000’s) U.K Elsewhere Total
b (o7 o 5.2 96.4 101.6
b (3 A . 5.0 104.7 109.7
I932  « ¢ ¢ v s v oo 7.8 104.9 I12.7
I033 « « v v . o= o= 12.2 70.% 82.7
b (= ;7 26.9 58.8 8s5.7
IO35 « ¢ v o 4 oo s . 17.2 04.5 111.7

7. Loans and Advances.

The sums given in this group of the Summary
Table are composed of the following items shown

separately in the official statistics :

43
$ (oo0,000's) | 1929 | 1931 1932 | 1933 | 1934 | 1935
(1) Call and
short (up
to jodays)
loans :
In Canada.| 262.3| 334.7| 103.2| 10%.9| 1027 &3.0
Elsewhere.| 245.1| 383.1] o135) oc.1| 988 64.7
Total {1).| s07.4| 217.8 194.7] 206.0| 201.5| 147.7
{(2) Other cur- .
rent loans ,
and dis-
_counts :
In Canada.|1,402.8|1,082.1] 964.0| 898.2| 838.8) Br1o.5
Elsewhere.| 250.6| 188.4| 1517 138.0f 133.9| 145.0
Total (2). |1,653.4|x,270.5|1,115.7]1,036.2] 972.7] 964.5
Total (142)|2,160.8|1,488.3j1,310.4|1,232.2|1,174.2|1,112.2
{3) Loans to
Public
" Bodies :
Provincial
Govts. 25.0| 45.6] 28.3] 28.8] 30.2] 19.4
Others . .| 96.7] 125.7| 111.5] 108.8| 107.5| 10%.7
Total (3).| z2r.7{ 171.3| 139.8{ 137.6] 137.7| I25.I
Grand total
(1-+2+4-3)|2,282.5]1,659.6|1,450.2|1,369.8(1,311.9|1,237.3
15. Notes in Circulation.
$ (000,000's) | 1929 | 1931 | 1932 | 1933 | 1934 | 1935
Gross circu-
lation 175.5 | I41t.0| 127.1 | 732.0| 136.4 | 118.9
Less notes in .
tills of .
other banks| 20.0 11.9{ I2.I| IL4]| 12.9 7.9
Net circula-
tion . . 155.5 | 129.1] 115.0 | 120.6 | 123.5 | IIl.0
17. Due to Banks (Correspondents).
$ (coo,000's}) |  U.K. Elsewhere Total
I920 & + o o 4 » o+ . 26.7 81.3 108.0
b {2 X 3 S 4.8 42.3 47.1
1032 « 4 v x4 s e s 7.4 41.4 48.8
I933 + « « . - e . . 4.9 33.4 38.3
1034 + 4 ¢ 4w e s 6.5 23.0 29.5
1035 & ¢ 4 e s oa o s 8.5 27.4 35.9

18. Deposits.

The detailed composition of the amounts shown
under current accounts (¢) in the Summary Table

is given below :

giegpl:’t- Balances due to
nﬂ?e Governments : Grand
$ (000,000) by the Total

public Dom. | Prov. Total

in Ca-{ Govt. | Govt.

nada
b {+ 71+ T 729.3| 60.0| 31.6 | 91.6; 820.9
103X c e e e e 566.6 111.1| 19.8 | 130.9] 607.5
I932 . . . . - . 466.2| 53.1| 19.0 | 72.1} 538.3
I933 o v o e s os 4 s sor.g9| 33.3| 27.9 | 61.2} 563.1
1034 « e e e 575.5] 24.3| 28.3 52.6] 628.1
IG35 o om0 e o= o 640.9{ 11.0| 40.7 | 52.6] 693.5
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An analysis of the banking movement and
economic activity in Chile shows that the recovery
in business which followed the depression of 1931
and 1932 has developed into a real national boom.
The accounts of the bank of issue and the
commercial banks, which are summarised in the
following table and in the balance-sheet summary,
indicate the recent variations in the monetary and
banking position of the country.! .

Dec. Dec. Dec. June Dec. June
1931 1932 1933 1934 1934 1I935
Pesos {000,000's)

Banco CENTRAL.
Goid {rate: 1 peso =

6d.gold) . ... 67 77 83 86 127 141
Gold earmarked

abroad . . . . . 33 7 10 13 —

o |
Foreign exchange . . 93 70 72 2 X

Loans and advances . 214 636 793 799 763 8oo

Rediscounts of

member banks (80} — n 3 3
Loans to the pub-

lic...... © (2 3 (@ @ @
Advances to the

Treasury . . . (82) (507) (673) (708) (704) (7o1)
Advances to the

Reparticiones

Pablicas . . . (46) (r1} (0) (9} () (9)
Other loans and

advances® . . — {g1) (106} (77) ({42} (73)

Note circulation . . 319 488 5§15 50O S5I6 523
Depossts. . . . . . 86 313 346 372 346 358
Deposits of the -
member banks . (76) (219) (208) (226) (190) (220)
Deposits of the
public . . . . (5} (74) (84) (1035) (388) (77
Deposits of the
Treasury, of the
Reparticiones
Piblicas and of
the Caja de
Amortizacién . (5) {z0) (s4) (41) (68) (61)
* Advances to the Caja de Empleados Particolares, to
the Caja de Crédito Popular, to the Instituciones Hipote-
carias, the Instituciones de Fomento, rediscounts of bills
of the nitrate industry, etc,

The balance-sheet of the Banco Central shows
that the Government inflation, which was obvious
from the increase in advances to the Treasury,
was arrested in December 1933. Under the Law
of November 11th, 1933, the Government debt to
the-Banco Central was consolidated into a single
advance of 672.5 million pesos and the Treasury
undertook to pay an annual amount to the Bank
equivalent to 29, interest and 19 amortisation
of the total amount of this debt. The Law of

CHILE.

December 27th, 1933, moreover, authorised the
Bank to grant the Treasury a further advance of
14 million pesos, which, when added to a former
credit of 24.3 million pesos supplied by the Bank
to the Caja de Crédito Minero, represents an
additional State debt to the Bank of Issue.

The rediscounts of the member banks, which
were small during the period of Government
inflation, greatly increased in May 1935 ; for
instance, the rediscounts of ordinary bills amounted
on May 31st to 22.3 million pesos. In addition,
the rediscounts of commercial bills of the nitrate
industry 2 amounted to 31.8 million pesos. This
recourse by the commercial banks to the Banco
Central is explained by the tendency of the cash
of the commercial banks to decline as a result of
the expansion of credit ; this tendency, moreover,
made itself felt even in x934.

At the same time, some commercial banks raised
their discount rates and began to impose more
difficult conditions for the granting of credit.
The results of this policy were shown by an increase
in direct discounting by the public with the Central
Bank. In spite of these changes, the position of
the Banco Central has remained practically the
same. The bank, moreover, only reflects the
course of commercial activity indirectly, since more
than 9o % of ifs advances consist of loans to the
Government and to the official or semi-official
institutions. The note circulation of the Banco
Central has not undergone any considerable change
since the end of 1933, except for a temporary
decrease in the summer of 1934 as a result of the
repayment of credits by the nitrate industry. The
deposits of the member banks with the Banco
Central have been comparatively stable ; they
have only varied in harmony with the rediscounts
mentioned above. On the other hand, the gold
holding of the Banco Central rose from 95 million
pesos in December 1933 (including 1o millions
earmarked at New York) to- 141 millions, as a
result of the conversion of foreign currency into
gold and imports of the yellow metal. '

The position of the commercial banks is
characterised in particular by a steady increase in
loans and advances. The total amount of the
credits granted by the commercial banks in June
1935 exceeded 1,582 million pesos, representing
an increase of 351 millions as compared with
December 1933. The deposits of the commercial
banks increased by 288 million pesos, rising from
1,197 millions in December 1933 to 1,485 millions
in June 1935.2 The composition of the deposits -

! See, in respect of the history of the depression of 1931 and banking organisation in general, Commercial Banks,
1913;1929, page 371, 1925-1933, page 283, and 1929-1934, page 166.
These rediscounts, which were authorised by a special law, are included in the balance-sheet of thd Banco Central

under the item ‘* Other loans and advances .

3 The commerscial banks are no longer authorised to receive savings deposi i
. . posits. On the other hand, the National
Savings Bank and two other establishments showed an increase of deposits from 278 million pesos in December 1933

to 36z millions in June 1933.
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changed in the sense that the time deposits
remained practically unchanged in 1934, while the
sight deposits increased after the period of inflation.
The cash of the banks considerably exceeded the
minimum amount required by Jaw ! ; for instance,
in July 1935 the cash of the banks was 350 million
pesos, while the legal minimum amount was only
221 millions. The excess of the available funds
of the banks (129 million pesos) consisted of
84 millions of ordinary assets and 45 millions of
bills of the nitrate industry, which, under Law
No. 5185, are included in securities forming part
of the legal cash holding of the banks and which
.may be rediscounted by the Banco Central and
thus converted into means of payment at any
moment.

The rates of interest of the Banco Central did not
change during the year 1934. On the other hand,
-on January 23rd, 1935, the rediscount rate of the
member banks was lowered from 43 to 4%, while
the direct discount rate of the public was reduced
from 6 to 54%. The average rate for loans and
advances granted by the commercial banks (which
is controlled under the Law of November 22nd,
1929, by the Superintendencia de Bancos) dropped
from 9.60 % in 1931 to 7.07 % in the first half and
7.2x% in the second half of x934.

Foreign-exchange control, which was instituted
in July 1931, 2 has remained in force. The ratio
between the various rates of the peso has, however,
been changed as a result of the fresh devaluation
of the currency. The official rate of the peso,
which was reduced in April 1932 from 64. gold to
3d. gold, underwent a further reduction of 50 9% on
January 2nd, 1935. The difference between the
official rate and the commercial rate of the peso
was reduced to about }d. gold. This fixing of the
official rate of the peso at 144. gold is, moreover, of
very small importance, since commercial transac-
tions are carried out at the export rate or at the
compensation rate of the peso.

The official rate of exchange is used for the
following transactions : purchase or sale of foreign
currency by the Central Bank, payment of
compensation by insurance companies, payment of
Customs duties, etc. In order, however, not to
increase Customs duties by the application of this
new gold premium to the original tariff, the Decree
of December 31st, 1934, reduced the tariff of 1,567
items (out of a total of 1,955 items) by an amount
corresponding exactly to the appreciation of the
gold as a result of the new fixing of the official
rate. Only articles of luxury have been liable to
Customs duties calculated on the basis of the gold
premium of 400 %.

On the other hand, the reduction in the official
rate of the peso has had an important effect on the
exports of national products, with the exception of

1 See Commercial Banks, 1913-1929, page 371.
* See Commercial Banks, 1929-1934. page 167,

nitrates, copper, iodine and iron ; the exporters
of these goods — who are obliged to give up a
certain percentage of the exchange derived from
exports of 1 to 20 9%, according to the commodities,
to the Banco Central at the official rate of the
peso — will, as a result of the lowering of the
official rate of the peso, receive twice the amount
that they formerly received for foreign currency
sold to the Central Bank.

The reduction in the official rate of the peso has
had no effect on the deposits which debtors residing
in Chile are compelled to pay to the Banco Central
for discharging the arrears of their debts, since the
exchange rate applicable to the transfers of these
assets has been fixed by compensation agreements
concluded with the various countries and is
scarcely dependent on the official rate of the peso.
On the other hand, deposits abroad, as a result of
the retention of a certain percentage of the
purchases of nitrates by certain countries in order
to pay. for the exports of those countries to Chile,
were sold to the Banco Central at a compensation
rate equal to the official rate multiplied by 2.5 ;
under the Decree of December 31st, 1934, these
compensation rates will henceforward be equal to
the official rate multiplied by 1.25, so that they are,
in fact, not changed as a result of the devaluation
of the peso.

As transactions at the official rate of the peso
are few in number, the export rate and the various
compensation rates of the peso are of special
importance for the economic relations of Chile'
with foreign countries. The export rate of the
peso is the rate at which the exporters of national
products compensate foreign currencies with the
importers of goods the import of which has been
authorised by the Exchange Commission. The
advantage obtained by exporters from the export
rate depends on the difference between the official
rate and the export rate of the peso ; at the
beginning of January 1936, the official rate was
05.81 pesos per pound sterling (47.48 at the end of
December 1934 before the new devaluation of the
peso), and the export rate 128 pesos per pound
sterling {119.50 at the end of December 1934).

The export rate is chiefly used for transactions
with countries, such as the United States or the
United Kingdom, which have no compensation
agreement with Chile. On the other hand,
numerous States have concluded compensation
agreements with Chile fixing special rates of
exchange known as compensation rates for current
transactions and for the liquidation of frozen
credits. The payment of frozen credits in Chile
depends, in general, on purchases of nitrates by
creditor countries, which are authorised to
retain a percentage of the import value of nitrates
from Chile.
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The service of the foreign debt of Chile was
resumed under the Law of January 31st, 1935,
at the beginning of the year 1g36. In order to
ensure the interest service of the foreign debt, the
Government has allocated to the Caja Autonoma
de Amortizacién de la Deuda Piblica the yield of
taxes on the revenue of the copper mines and 25 %
of the yield of taxes on the profits of producers of

CHILE

is to be used for the interest service of the public
debt, while the remainder is intended for redeeming
bonds. ' ,

The summary table published below was drawn
up in accordance with the statistics of the
Superintendencia de Bancos for the years 1929/

1934.

~ Balanee-sheet Summary. S
Note. — For detailed notes on various items of the Balance-sheet Summary, see preceding editions

of this volume.
1. Cash.

The sums given under (z) include gold and
token coins as below : _ -
Token coins  Total

Gold
Pesos (000, 000's)
19290, . . v 4 . . . . 1I 3 14
I93. . .« . - 4 . . 5 2 7
I932. . . . . 4 4 . 6 . ¢ 7
I033- « « - v 4 4 . . 6 1 7
1934 « v - 2 . . .. 6 I 7

The sums given under (5) consist of notes and
sight balances with the Central Bank, as shown
below :

Balgnoes
Bank-notes Cev:xlttrl'lal ‘Total
Bank
Pesos {000,000's)
1929 . - . 4 .« w4 7I 81 152
IO3T. . . . L4 .. . 99 8o 179
I032 . v 4« v 4 v w4 133 214 347
I933 . + & « 0 4 . . 2 132 209 341
I3 4. v v« v o v v . . gz 187 279
2. Oiher Items of a Cash Nature.
. “ Ex-
Foreign change *
ge Total
bank -notes {canjes)
Pesos (000,000%s)

1920.-. & v e 4 . . . 23 39 64
I3 . ¢« - 4 . . . . . b § 4 19 30
I932- . . . ... .. 9 25 34
I833- - .+ . - . . .. 13 39 52
I934 . - v 4 4 . . . . 9 72 81

4and 5. Securities and Participations.
The commercial banks do mot practise partici-
pation in industrial or other business undertakings.
The figures for Government securities also include
municipal bonds. The greater part of * other
securities ”’ has, in recent years, consisted of shares
in the Central Bank of Chile, as shown below :

1929 1931 1932 1933 1934
Pesos (000,000's)

Shares in Central Bank . , . 62 65 64 36 357
Other shares and bonds . . . 42 18 .30 40 8o
Securities in possession of
* Superintendencia de Ban-
Total, . . ., ., . ., 113 B8 o8 100 142

6. Due from Banks.

The sums under (b) include deposits with head
offices and branches abroad.

7. Loans and Advances.
(a) Advances on Current Accouni:

In national curvency : 1929 1931 1032 1933 I034
Against security . . . . . 245 162 13T 153 1I8I
Without special security 205 146 128 139 193

450 308 259 202 374

In foreign currency : )
Againstsecurity . . . . . 73 35 490 32 18
Without special security . 55 100 115 88 12

128 135 164 120 30
Totalfa) . . . . 578 443 423 412 404
" (b) Other Loans and Advances :-

In national currency : 1929 I93L X932 1933 1934
Against security . .". . . 322 201 250 284 348
Without special security 93 78 95 136 186

4I5 279 345 420 3534

In foreign curvency : )

Against secarity . . . .. 24 14 8 7 6

‘Without special security 10 5 4 4 16

34 19 Iz 1I 22

Credits to directors and staff 22 14 6 4 3

Other sloan. .. . .. .. © 60 276 253 178 188

91 290 259 18z 191

Total (3) . . . . 3540 588 616 613 747

Grand total . . . . . 1,118 1,031 1,030 1,025 I,I5T
Thereof - :

In national currency . . . 956 851 S8or 846 r,051

In foreign currency. . . . 16z 180 238 179 100

16. Due to Banks (Correspondents).

The sums shown under (b} include certain
amounts due to banks at home in foreign currency,
which amounts are not shown separately in the
official balance-sheet summary.

17. Deposits.
Sight deposits (less than 30 1929 1931 1932 1933 1934

days) : Pesos {000,000's)
In national currency . . . 464 357 640 828 1,003
In foreign currency . .. 48 6z 66 65 49
Total (a) . . . . 512 419 706 893 1,052
Savingsaccounts (8) . . . . 41 12 — o~ —
Time deposits (more than
30 days) ; ) : .
In national currency . . , 582 .348 308 330 349
In foreign currency . ., . 127 II3 115 63 39
Total (c) . . . . 700 461 423 393 388

Other deposits (4} . . . .. 13 4 3 4 1
Grandtotal . . . . [ 1,275 8961,132 1,290 1,441
Thereof :

In national currency . .
In foreign currency, . .

« I,1I00
. 17§

719 950 1,1611,353
X77 182 120 88

nitrates and iodine. Half the yield of these taxes
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CHILE. i COMMERCIAL BANKS Table 11 (a).
SUMMARY OF POSITION AT THE END OF:
ACCOUNTS
1929 1931 1932 1933 . 1934
Number of : Banks. . . . . . . e e e e e e 23 22 22 22 21
Branches and Sub-branches. . . . . 105 85 79 79 75
ASSETS Pesos (000,000's omitted)
. Cash . . . . .. .. .. .00, 166 186 354 348 286
() Gold, silver and small coins . . . . . . 14 7 7 7 7
(b) Bank-notes, State notes and balances
with Central Bank . . . . . . . .. 152 179 347 341 279
2. Other Items of a Cash Nature . . . . . . . . 64 30 34 52 81
3. Bills discounted and bought. , . . . . . . . 495 153 138 307 365
{a) Treasury bills. . . . . . . . . . . .. —_ — — — —
(b) Commercial bills, Inland. . . . . . . . 462 — — — —
(¢) Commercial bills, Foreign . . . . . . . 33 —_ —_ —_ —
4. Investments and Securities. . . . . . e e 129 118 159 128 150
(a) Government . . . . . . .. ... .. 16 30 61 28 8
(6)Other . . . . . .. ... ... ... 113 88 98 100 142
5. Participations . . . . . . . . .. ... .. — — — — —
6. Due from Banks (Correspondents). . . . . . . 151 go 72 72 69
(a) Athome. . . . . . . . . ... ... 14 13 10 14 18
(b) Abroad . . . . . . . ... ... .. 137 77 62 58 51
7. Loansand Advances. . . . . . . .. .. .. X,I18 1,031 1,039 1,025 I1,I51
+ (a) Oncurrentaccount . . . . . . . . .. 578 443 423 412 404
(p)Other . . . . . . .. ... ... .. 540 588 616 613 747
8. Cover for Acceptances,etc.. . . . . . . . .. 94 65 44 49 84
9. Premises,etc. . . . . . ... ..o 0., 80 94 g6 g6 86
0. Sundry Assets . . . . . . . ..o ... 422 78 123 135 96
Ir. Total Assets - . « v v v v v v v e e e . 2,719 | 1,845 | 2,059 | 2,212 | 2,368
LIABILITIES.
12. Capital paidup. . . . . . . . . .. ... 423 418 406 386 374
13. Reserve Funds . . . . . . . . .. ... .. 215 200 166 165 17X
14. Profit-and-Loss Accounts, Dividend Accounts, etc. —_ — — — —
15. Cheques and Drafts, etc., in circulation . . . . 18 i 4 4 5
16. Due to Banks (Correspondents) . . . . . . . . 158 48 68 67 55
(a) Athome. . . . . .. .. ... ... 6 17 5 2 2
(b) Abroad . . . . . ... .. ... .. 152 31 63 65 53
17. Deposits . . . ... . . .. ... 0o 1,276 896 1,132 I,2Q0 1,441
}) a) Current accounts and sight deposits . . . 512 419 706 893 1,052
(b) Savingsaccounts . . . . . . . . . .. 41 12 — — —
(c¢) Time or fixed deposits . . . . . . . . . 709 461 423 393 388
(d) Otherdeposits . . . . . . . .. ... I4 4 3 4 1
18. Rediscounts and other Borrowings . . . . . . 47 77 I I 3
19. Acceptances and Endorsements, etc. . . . . . 95 6x 46 52 88
20. Sundry Liabilities. . . . . . . . . . ... 487 138 236 247 231
21. Total Liabilities . . . . . v .+ . v v . . . 2719 | 1,845 | 2,069 | 2,212 | 2,368
22, Value (official rate) of currency in Swiss francs
at the end of each year . . . . . . . . . 0.63 0.63 0.31 0.32 0.32
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Most of the savings deposits in the country are holds considerable amounts of other deposits, as
held by the National Savings Bank, which also will be seen from the following comparison :

' SAVINGS DEPOSITS SIGHT DEPOSITS *  TiMB DEPOSITS
Pescs (000,000)  {National| Com- | Other National| Com- National| Com- , | GRanD
Savings | mercial | ;i | Total |Savings | mercial [ Total | Savings | mercial | Total | TOTAL

END oF Bank | banks | oo Bank | banks Bank | banks

1929 . . . . . . . 228 41 9 278 | 201 s12 | 713 68 | 723 791 | 1,782
931 . . . . . . . 158 12 L] 76 | 132 419 551 68 465 | 533 .| 1,260
1932 . . . . . . - | 92 - 7 159 193 706 863 59 426 485 1,547
b (=X & JP 268 — 10 278 287 ° 893 1,180 48 397 448 1,903
934 . . - - .. ~| 325 - I3 338 jor | 1052 | 1,353 g | 389 439 | 2,130
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Coined money, circulating as currency, has been
known in China for almost 3,000 years, and
symbolic money representing valuable commodities
such as swords, spades and bells for centuries
before that. Paper money, known as ** fei-ch’ien **
{flying money) and later as “ h'ien chuen ”
{(convenient money), originally issued shortly after
A.D. 8Boo as certificates of specie deposits, came
into use as a credit instrument combining the
functions of bills of exchange and fiduciary notes,
Even earlier, according to some authorities, about
A.D. 600, the Shansi merchants had begun to
develop banking institutions. In the early
nineteenth century, these Shansi banks were very
active and centralised many banking functions
under the Tsing (Manchu) dynasty. In course of
time, these merchant-bankers had evolved most of
the apparatus of modern banking, including the
use of the principal credit instruments — banknotes,
bills of exchange, promissory notes and cheques —
a widespread system of remittances, official and
market rates of discounts, Government deposits
and loans, bankers’ banks and money-market
centres.

There is still a confusion of currencies and paper
issues, Since the development of foreign contacts
after 1840, there has been superimposed on the
original organisation a series of modern influences
in both banking and currency. Foreign coins
were introduced and widely circulated. The
first foreign bank was established in 1843. For
about half-a-century afterwards, the developing
foreign trade and the introduction of Western
methods of industry and commerce into China were
financed largely by foreign institutions, which
still remain important in the economic life of the
country. But the major part of the domestic
commerce and finance of China remains in the

hands of local systems of  native banks *’.

- About the beginning of the twentieth century,
the first national institutions of a modern style
began to make their appearance. After the Boxer
Rebellion of 1900, a series of treaties was signed
which, nter alia, contained clauses similar to that
in the Sino-British (Mackay) Treaty of 1902, making
provision for early reforms in the regulation of
currency and other matters affecting foreign
traders. The year 1897 saw the formation of the
first modern Chinese bank (the Commercial Bank
of China). In 1904, the second Chinese bank, which
later became the Bank of China, made its
appearance. In the same year, an American
commission, headed by Professor Jeremiah W.
Jenks, submitted to the Chinese Government the
first plan for a gold-exchange standard. Reforms
were delayed for some years by the break-up
of the Chinese Empire and the confusion that
followed in the first years of the republican
revolution.

Modern banking institutions, both Chinese and
foreign, developed in the Treaty ports, notably

Shanghai. Steady progress was also made with
the establishment of rural co-operative credit socie-
ties. Measures toregulate the principal coinage — the
silver dollar — were initiated. The first attempt to
create a Central Bank of China ended in an infla-
tion of paper currency ; but, after the establishment
of the National Government at Nanking, a new
Central Bank of China was founded by a grant of
$Ch.20 million from the budget of 1928/29g. On
February 28th, 1931, the Legislative Yuan
promulgated the text of a newand comprehensive
Banking Law, which, ¢nter alia, required reserves
to be kept of 60 9 specie and 40 % negotiable bonds
against paper money issues.

In 1917, the modern banks in Shanghai formed
a Bankers' Association, admittance to which was
carefully regulated. In 1932, this association
organised a Joint Reserveé Board, on which the
foreign banks are represented. Dealings in
produce and securities were organised in modern
exchanges which increasingly took the place of the
former guilds. The foreign Shanghai Stock
Exchange had been formally organised in 1905 and
the Chinese Merchants’ Stock Exchange some years
later. In 1921, the Gold Exchange, which
conducts large dealings in gold bars, replaced the
Shanghai Gold Guild. In March 1930, the Postal
Remittances and Savings Bank was organised as
a separate institution to take over the remittance
and savings branches of the Chinese Post Office.
On June 22nd, 1934, a law was promulgated to
regulate private savings banks. About a month
earlier, on May 31Ist, 1934, it was announced that
the China Finance Development Corporation, with
a capital of $§Ch.10 million, had been founded by
a number of modern Chinese banks to assist and
collaborate in enterprises, public and private, for
the development of commerce and industry for
which long-term credits are required. ‘

At the present time, therefore, China has
many of the elements of modern monetary and
financial organisation, and the money market of
the chief financial centre, Shanghai, is very active,
Institutions have been created, legislation has been
passed and business has developed rapidly ; but
currency regulation and central banking control
has hitherto been lacking.

The principal currency circulating in China has
been the silver dollar ; but alongside the silver
dollar a number of supplementary currencies have
been in wide use, which has caused some difficulty
in determining what is in fact the standard of
value. For over 2,000 years the holed copper cash
was the common medium for small transactions,
but in recent years cash have been increasingly
melted and the quantities in circulation have
greatly diminished. ,

The main trading currency (as distinct from the
currency used in smaller personal transactions) has
long been silver. In addition to the sycee, various
silver coinages have been in common use because
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of their uniformity of silver content. The Spanish
Carolus dollar, Mexican dollars, the Maria Theresa
thaler, and many other foreign coins achieved
wide circulation at various times. In 1933, the
Shanghai Mint began coining the new national
silver dollar, which came rapidly into general cir-
culation. At the same date, effective measures
were taken to abolish the tael, which had formerly
been used as a unit of account and the value of
which changed with the price of silver. On March
gth, exchange rates began to be quoted in terms of
dollars, and after April 6th contracts made in taels
were not upheld by Chinese courts, while Chinese
banks ceased to accept deposits or cheques in taels.
At the same time, an export duty of 2}% was
imposed on sycee or foreign bars. .
There is a very active market in Shanghai for
gold bars, but gold does not circulate as currency.
On the other hand there is a long history, extending
back over many centuries, of paper issues most of
which have depreciated. Until the present
National Government took steps to regulate note
issues by the Banking Law of 1931, the maintenance
of parity depended solely upon the wisdom and
good faith of the issuing authority. Issues were
made, not only by responsible banks, Chinese and
foreign, but also by temporary Governments, local
banks, pawnshops and traders. Partly by increased
Government control, but largely also by sound
banking on the part of the leading financial
institutions, there has been a notable improvement
of this situation in many areas in recent years.
Apart from these domestic problems, the exchange
rates with the outside world have fluctuated widely.
Until 1935, China remained on a bullion, or
rather several bullion standards, the chief of which
is silver. Shanghai, the chief financial centre, is

one of the most active exchange markets in the '

world, gold bars, silver bullion and copper being
continuously bought and sold against commodities
and foreign exchange. Until the abandonment of
the gold standard by the United Kingdom in
September 1931, the price of silver in terms of
foreign currencies had been falling for many years,
with the result that Chinese commodity prices
showed a continuous upward tendency, while real
estate values in such centres as Shanghai rose much
faster. The abrupt reversal of this trend, while
affording some relief in external debt payments and
enhancing the value of silver stocks, brought severe
deflationary pressure upon domestic prices and
caused acute depression. When the silver purchase
policy of the United States Government began at
the end of 1933, and became more effective after
the Presidential approval of the Silver Purchase
Act on June 19th, 1934, it became necessary for
_ the Chinese Government to take steps to prevent
both the deflationary pressure upon domestic
prices and the heavy export drain of silver. In
.0(_:to!3er 1934, an export duty of 10% (less 2} %
minting charges) was imposed, and in addition an

equalisation charge was levied. * equ?.l to the
deficiency, if any, between the theoretical parity
of London silver and a rate of exchange officially
fixed by the Central Bank of China, after making -
allowance for the export duty "’. - As will be seen
from the following diagram, however, these
measures proved ineffective in preventing a further
sharp fall of Chinese commodity prices vyhen the
United States Government purchases raised the
price of silver. Between February and July 1935,
wholesale prices in Shanghai declined by almost

I0%. -
WEROLESALE PRICES IN SHANGHAIL.

"PRICE OF SILVER IN LONDON, AND SHANGHAI EXCHANGE

. RATE oN LoNDON.

A Wholesale prices in Shanghai.
B Price of silver in London.
C Exchange value of Chinese dollar in London.
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The rise in the price of silver was aggravated by
speculative purchases in anticipation of further
increases in the buying price of the United States
Treasury -until it reached a peak in May 1935,
having risen by over 36 9 in three months. About
half of this rise was subsequently lost when the
speculative positions were liquidated after the
United States’ buying price was kept steady from
May onwards. -

The fact that China remained on a modified
silver bullion standard is demonstrated by the
diagram, which shows that the exchange rate on
London fell as the price of silver rose. It is evident
that the equalisation tax did not peg the Chinese
dollar to sterling and was not effective in preventing
the rising price of silver from forcing down both
the exchange rate and Chinese commodity prices.
The exchange rate naturally shows a quicker
reaction to changes in silver prices than does the
index of commodity prices. :

The aim of the equalisation charge imposed in
October 1934 was to control the éxchange rate and
prevent the export of silver, which had amounted
to 200 million Chinese dollars between the beginning
of July and October 15th, 1934, thus reducing the
known stocks to 329 million dollars. The measures
taken had some effect, but, as may be seen from
.the diagram, the exchange rate remained high and

‘therefore deflation continued. Moreover, there

was a considerable amount of export smuggling
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encouraged by the difference between the domestic
and foreign price of silver, and this smuggling was
difficult to check. A period of acute exchange
difficulty was experienced in October 1935 and
action became imperative. As from November 4th,
1935, therefore, measures were taken to place
China on an exchange standard with legal tender
Paper currency. .

The currency reforms introduced on that date
constitute a very important step in the
reorganisation of the currency and banking system.
Not only is the central banking function to be
separated from Government and private financing,
but exchange is to be stabilised at a devalued level,
note circulation is to be centralised, and silver
reserves nationalised, and the various forms of
“ big ”’ and * small *’ subsidia.ry money are to be
replaced by a standard issue.

The following is an official summary of the decree

1. Commencing from November 4th, 1935, the
banknotes issued by the three Government banks — the
Central Bank of China, the Bank of China, and the Bank
of Communications — shall be full legal tender. Payment
of taxes and discharge of all public and pnvate obligations
shall be effected by legal tender notes. - No use of silver
dollars or bullion for currency purposes is permitted and
any contravention of this provision is punishable by
contfiscation of the whole amount of silver seized. Any
individual found in illegal possession of silver shall be
punishable in accordance with the law governing acts of
treason against the nation.

2. Banknotes of issuing banks other than those of the
three Government banks, which have received previous
authorisation by the Ministry of Finance, shall remain in
circulation, but the total outstanding banknotes of each
bank shall not exceed the amount in circulation on
November 3rd, 1935. The outstanding banknotes of
these banks shall be gradually retired and exchanged
for Central Bank of China banknotes within a period to
be determined by the Ministry of Finance. All reserves
held against the outstanding banknotes, together with
unissued or retired notes of these banks, shall be handed
over at once to the Currency Reserve Board. Notes in
process of printing shall also be handed over to the said
Board upon taking delivery by the Banks.

3. A Currency Reserve Board created under special
ordinance shall be formed to control the issue and
retirement of legal tender banknotes, and to keep in custody
of reserves against outstanding banknotes,

4. Commencing November 4th, 1935, banks, firms and
all private and public institutions and individuals holding
standard dollars, other silver dollars, or silver bullion
shall hand over same to the Currency Reserve Board or
its agent banks in exchange for legal tender notes, at face
value in the case of standard silver dollars, and in
accordance with the net silver content in the case of other
silver dollars or silver bullion.

5. All contractual obligations expressed in terms of
silver shall be discharged by the payment of legal tender
notes in the nominal amount due,

6. For the purpose of keeping the exchange value of
the Chinese dollar stable at its present level, the three
Government banks shall buy and sell foreign exchange in
unlimited quantities.

At the same time as this decree was issued, it
was announced that measures had been prepared to
strengthen the commercial banking system,
establish a mortgage credit bank, balance the

budget within eighteen months and check
speculation and an unjustified rise in commodity
prices. It is too soon to measure the effect of these
changes, which virtually imply the abandonment
of the silver standard. The official exchange rate
for sterling was immediately reduced from zo2d4.
to 1434. and the export duty on silver raised from
143 to 65%. With this relief from the
deflationary pressure of an overvalued currency,
wholesale prices rose from an index of go in October
to 100.9 in February 1936 (1929 = 100) and retail
prices from ¢6.3 to 103.8. It was recognised that
there would be difficulties in carrying through the
proposed reorganisation. The local authorities
at Canton, however, endorsed the National
Government’s action and put it into force as from
November 7th. The British Ministry at Peiping
also issued instructions requiring British subjects
to conform to the new law, and after a few weeks
the British, United States and European banks
accepted the proposals of the Government to
purchase their silver stocks. On February 12th,
it was announced that a sum of approximately
$U.S.10 million of gold had been earmarked in
New York on account of the Central Reserve Bank
presumably against the sale of silver.

The nationalisation of silver and the replacement
of banknotes by the new legal tender currency was
more difficult for the provincial banks in the
interior, many of whom had large note issues with
small reserves, than for the metropolitan banks.
There is a considerable distrust of paper currency
in China and confidence in the new system can
only be won gradually.

The Chinese banking system consists of three
principal divisions — ** native banks ’’, modern
Chinese banks, and foreign banks. The numerous
“ native banks '’ are private institutions. A
recent statement tabulates about 1,300 of these
banks in various parts of China, with paid-up
capital ranging from §Ch.60o to $Ch.840,000, and
averaging from less than $Ch.g,000 in a small town
such as Shasi to nearly $Ch.320,000 in Shanghai.?
Nostatistics are available concerning their financial
operations.  Their aggregate paid-up capital
amounts to some $Ch.106 million and their total
assets are estimated at approximately eight times
this figure. Certain trade organisations have
grown up — the Union of Native Banks, the
Native Bankers’ Association of Shanghai, the
Clearing-house and the Joint Reserve Board — all
with headquarters in Shanghai and for the most

- part consisting of the stronger native banks.

Despite their declining importance in recent years,
these banks remain a vital part of the Chinese
economic organisation. Indeed, a prominent
official of one of the largest modern banks has
recently stated that «if all the Chinese modern
banks suspended operations to—morrow the effect

3 Chinese Year Book 193 5/36, peges 1445-6, published by Commercial Press 1.td., Shanghai.
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on commerce would be insignificant ; but if the
native banks closed their doors, commerce in
Shanghai, and everywhere else, would come to a
complete standstill .1

These banks accept deposits both on demand and
for fixed periods; there are no legal reserve
requirements. Advances are in the nature of
personal transactions, being based on commercial
confidence rather than collateral security. The
« native banks ' provide the credit instruments
known as “ native orders "’ and also the bills of
exchange which finance a great proportion both of
foreign imports and of payments for trade within
China. Before the abolition of the tael, the native
banks were the dominant factor in determining the
various domestic exchange rates and domestic
short-term interest rates, besides providing the
principal mechanism for local and national clearings.
With the falling-off of remittances from overseas
Chinese, the loss of the profitable exchange business
consequent upon the abolition of the tael and
progressive currency unification, and with general
economic depression as the price of silver rose,
there have been numerous failures. The number
of banks members of the Native Bankers’ Clearing
Association in Shanghai fell from 87 in 1928 to 64
in 1935.

The modern banks of China date only from the
end of the nineteenth century, the Commercial
Bank of China having been formed in 1897, This
pioneer venture was followed in 1904 bya semi-
Governmental bank (the Taching Bank), which in
1912 established a branch in Shanghai and became
the Bank of China. In 1907, the Bank of Communi-
cations was established. It is significant that
these first banks were intimately connected with
Government finance. Their development was
somewhat chequered during the revolutionary
period, and it is only within very recent years that

the National Government has been strong enough

to plan differentiation of functions as between
central banking, special banking and commercial
banking.

The Central Bank of China was founded in 1924
by the revolutionary Government at Canton and
was transferred to Hankow in 1926. In 1928, it

was reorganised at Shanghai with a capital of .

§Ch.20 million. Since then, its capital has been
increased to $Ch.xoo million. As part of the new
currency policy announced in November 1935, it
is to become the Central Reserve Bank of China.
It will be an independent institution owned
principally by banks and the general public. It
1s to hold the reserves of the banking system, act
as depository of Government funds, and provide
centralised rediscount facilities. After two years,
it will have the sole right of note issue. A Currency
Reserve Board has been constituted to control the
Issue and retirement of legal tender banknotes and

to keep custody of the note reserve. The Currency
Reserve Board is to consist of three representatives
of the Ministry of Finance, two representatives
each of the Central Bank, the Bank of China, the
Bank of Communications, the Bankers’ Association,
the Native Bankers’ Guild, and the Chamber of
Commerce, together with five representatives of the
former issuing banks, specially designated by the
Minister of Finance. The Board is to be presided
over by the Governor of the Central Bank.

The Bank of China referred to above discharged
some of the duties of a national bank before the
reorganisation of the Central Bank of China in
1928. In October 1928, it was given a special
charter to engage in foreign exchange. In
consequence, it set up branch offices in London
and Osaka and at the same time began to establish

- numerous branches throughout China. By the

beginning of 1935, it had 200 such branches. Its
activities developed rapidly, not only in the field
of foreign trade, but also in the encouragement of
commercial and industrial enterprises within China.

The Bank of Communications, another important
semi-Government institution, was originally
established to facilitate railway construction and
chartered as an industrial bank in 1928. Its
functions were then defined as the issue and
redemption of bonds on behalf of industrial
organisations, the handling of revenues and expenses
of communication enterprises, and the promotion
and development of industry, as well as assistance
to the national treasury. At the beginning of 1934,
it had over ninety branches in various parts of the
country and its note issue was second only to that
of the Bank of China among Chinese banks. Like
the Central Bank and the Bank of China, its notes
are to be legal tender during the transition period
until the new Central Reserve Bank of China takes
over the monopoly of note issue,.

The following consolidated - balance-sheet and
profit-and-loss statement refers to the principal
Chinese modern banks, including the three
mentioned in the preceding paragraphs :

Crinese MobperN Banks.
Balance-Sheet Summary.
Chinese dollars (000,000"s)

3T.XIL 3T.XIL
1332 1933

3L.XIL 3I.XIL
1932 1933

Assels, Liabilities. .
Cashinhand . . . a2y7 303  Capitalpaidup . . 2 26r
Cover for notes in 3 R&l:erv&l::\!nd uxr’ldiv. 5 ’

cireulation , . . 87 2
Cover for notes ap- 4 %7
plied for circula-

profits . . . . . 63 77
Notes in circulation 488 533
Notes applied for

tiom..,.... 61 69 circulation . . . 2 .}
Invsugf_nts and Drafts and remit-~ 4
securities , . ., . 232 261 tances , . . . . 27 25
Loans and advan- Deposits . . . . . 2,184 2,625
ces L oL ... . 1,047 2,366 Current accounts (gg3) (1,026)
Current accounts  {768) (1,100) Savings accounts (180} (251)
g;::he;l' loang. . . {266; gﬁyz; (l;ixed deposits . (602) (7s1) -
..... 13 594, ther deposits . {40 507
Bank premises, fur- Other liabilities ., . 4? ¢ 62)
niture, etc, . . . 7 88 Net profits for cur-
Other assets , , , 47 83 rentyear. . . . 3t 33

Total assets, . 3,145 3,697 Total liabilities 3,145 3,607

1 Far-Eastern Survey, Vol. IV, No, 12 : * The Crucial Réle of the Chinese Native Banks ", June 19th, 1933,
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Summary of Profil-and-Loss Accounts.

Expenditure. 1932 1933 Profits. 1932 1933
Total expenses 452 52.1 Gross profits . 76.2 84.6
Net profits , . 31.4 32.8 Netloss . . . 0.4 0.3

Total . - 26.6 B4.9 . Total . . 766 84.9.

The increase in the banks’ paid-up capital in
1933 was due in part to banking legislation, which
laid down certain minimum capital requirements.
In part it was the continuance of a steady growth
in progress for many years, as the following figures
relating to the paid-up capital and reserve funds of
a somewhat smaller number of modern Chinese
banks show :

Paid-up capital Reserve funrls
Chinese dollars (000,000's)

I92T , . v « « . . 95.5 25.3
I931 & v 4 . 4 . . 155.8 47.3
1932 + 4 4 s o a4 - 156.8 51.9
1933 <« - .. .. 173.9 60.9

Of the total note circulation outstanding at the
end of 1933, it would appear that about 60 % was
issued by Shanghai banks, The combined note issue
of the Bank of China, the Bank of Communications
and the Central Bank of China was about
350 million Chinese dollars, or well over half the
total. The banks of issue are required to maintain
a 609% silver cover reserve against their note
circulation ; the rest of the ¢ cover for notes in
circulation 7, as shown in the above statement,
consists chiefly of Chinese Government bonds.
The following statement shows the changes in the
silver stocks of Chinese and foreign banks since
the end of 1931 :

End of : Chinese banks Foreign banks
Chinese dollars.(000,000's)
I93r . . . . . 179.3 86.¢
1932 . . . . . 253.3 185.0
1933 . . . . . 271.8 275.7
I934 « « « « . 280.3 54.7
May 1935 . . +» « . 200.2 50.8

These figures refer to visible stocks in Shanghai.
The sharp fall in agricultural prices in recent years
led to a drain of silver stocks from the interior to
the ports. The silver exports of the foreign banks
to take advantage of the artificially enhanced price
of the metal in world markets in 1934 emerge
clearly from the above figures. After the very
rapid rise in the price of silver in London in April
1935, an agreement was arranged between the
Chinese and the foreign banks under which all
export of silver was to be stopped. A large profit
was to be made by the export of silver, however,
and smuggling developed on a large scale.

In May, the Chinese banks refused to redeem
their notes in silver unless they were satisfied that
the silver was required for legitimate business
purposes and not for export.

Of the total loan portfolio of the Chinese modern
banks, a very high proportion consists in advances
to the Government. The following table shows
. the percentage distribution of the Bank of China’s
loans in 1933 and 1934 :

53
1933 1934
% %

Government organisations . . 43.9 41.9
Commercial houses . . . . . 27.0 29.8
Industrial enterprises . . 12.1 13.2
Agriculture, . . . . . . ., , 4.8 5.4
Individuals. . . ., . . . .. 2.5 3.2
Communijcations ., . . . . . 1.4 2.2
Otherbanks . . . ..., . 6.6 2.2
Private organisations . . . . 0.7 1.1
Public utilities . . . . , . . 1.0 1.0
100.0 100.0

_ Since its establishment in 1927, the National
Government has issued twenty-seven local loans
totalling $Ch.1,x30 million, the greater part of
which has been taken up by the modern banks.
A high proportion of the proceeds of these loans
has been used for military purposes. Their
flotation has been carried out in many cases at a
heavy discount and rates of interest are high, so
that bank profits have been considerable in recent
years. On the other hand, the supply of funds
for commercial purpose has been restricted.

The ability of the banks to lend to the
Government has depended upon a very rapid
expansion of their deposits. It is significant of
their close connection with Government finance
that, whereas in 1925, of I4I modern banks in
existence, twenty-three were Jocated in Peiping and
fourteen in Tientsin, in 1934, of 170 modemn banks,
fifty were in Shanghai, ten in Tientsin and only
two in Peiping.

Of the Bank of China’s loans to domestic industry,
included in the above statement, those to the
cotton-spinning industry were most important,
accounting for over 55% in 1933; the fiour
industry followed with 124 % and the silk reeling
and weaving industry accounted for a further 10 %,

In the absence of more profitable channels of
investment, the banks have tended, to invest their
funds in Government securities, as already
indicated, and in real estate. The rise of Shanghai _
as a trading centre and the nearest financial centre
to the new seat of Government led to a great inflow
of funds from the interior. Land values rose
rapidly and formed a profitable field of investment,
thus attracting a further inflow of funds. Political
insecurity in the interior and finally deflation
forced by rising silver prices aggravated the
concentration of funds in Shanghai. It is not
surprising, therefore, that capital for private
enterprise has been scarce and rates of interest
high, secured overdrafts ranging from 10 % upwards.

With the monetary crisis of the spring of 1935,
several institutions encountered serious difficulties
in meeting withdrawals of deposits. The
Government then took over control of the Bank of
China and the Bank of Communications, and these
two institutions, along with the Central Bank of
China, granted accommodation to the native banks.

Certain other elements in the Chinese credit
structure are worthy of particular mention. By
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an order of the Ministry of Finance to the Provin-
cial Bureaux of Finance, People’s Banks are to be
established in the various districts of each province,
with the District magistrate as Governor of the
Bank.

The capital of the People’s Bank in each district
is to be between $100,000 and $200,000 subscribed
from the public funds of the respective districts,
and the Board of Directors will consist of prominent
citizens and officials. The main function of the
banks will be the extension of credit facilities to
local agriculture and industry.

‘There are also a large number of banks founded
for special purposes. Agricultural and industrial
banks with or without Government capital have
been formed to finance agricultural development
and co-operation, forestry, land reclamation,
irrigation and water conservancy, pastoral develop-
ment, mining and industrial factories. Among
them are the Agricultural and Industrial Bank, and
the Manufacturers’ Bank of China. The latter was
established at the initiative of the Government in
1929 with an authorised capital of $§Ch.20,000,000, of
which $Ch.5,000,000 has been paid up ($Ch.2,000,000
by the Government and $Ch.3,000,000 by private
individuals). The Board consists of business-men,
and the control and administration are in the
hands of the private shareholders., While it engages
in commercial banking, its main function is invest-
ment banking, to give aid fo home manufacturers
and merchants, and generally to finance industrial
enterprises.

Frontier and land banks have been established for
settlement enterprises, but engage also in land
transactions in the cities. Trade banks have also
been set up to finance particular industries.

In February 1935, five of the leading banks in
Shanghai formed a trust, known as the China
Agricultural Investment Company, for the purpose
of advancing money to assist agrarian development
in general and cotton cultivation in particular.
The sum of §Ch.5,000,000 wasset aside by these banks
to be advanced to co-operative societies in the
Provinces of Shansi, Honan, Shantung, Hopei,
Kiangsu and Chekiang, for the improvement of
methods of agricultural production and marketing,
and especially the cultivation of cotton. Farmers
have been forced to pay very high rates of interest
to local moneylenders ranging from 25% to 40%,
but, under this arrangement, the Chinese banks
will make advances to co-operative societies at 9%,
and they in turn will make loans to their farmer
members at considerably less than half the rates
hitherto paid for such accommodation.

Almost every province has a semi-official bank.
A century or so ago they functioned as Government
cash-shops, but at the beginning of the present
century they were reorganised on more or less
modern lines, As these banks neither publish

balance-sheets nor inform the public of their
operations, very little is known of them except that
they issue notes, and, to quote one critic, * they
have not always adhered to the best traditions of
conservative banking "'.

The distribution of banking functions among
these various institutions and among the commercial
banks proper has not been clear cut. Note issue
has been widely spread, there is no clear line between
industrial and deposit banking, and all the banks
have participated in the financing of Government
expenditures. Many institutions also have savings
departments. There are, in addition, a growing
number of trust companies, finance companies,
savings societies and rural co-operatives.

While the Chinese banks, ‘“native ' and modern,
play the predominant rdle so far as domestic trade
and .financial transactions are concerned, the
foreign banks operating in China are moreimportant
with regard to foreign business. During the
closing years of the Manchu dynasty, their position
was strengthened by the handling of foreign loans
and indemnity payments and by the custody of
important revenues such as those derived from the
Maritime Customs and the Salt Gabelle, which had
been hypothecated for debt service, It was not
until China regained her tariff autonomy in 1929
that the balances of these Government accounts
were handled by the Chinese banks. With the
development of national institutions, some of the
functions formerly discharged by the foreign banks
have passed to the Chinese modern banks and the
Central Bank of China.

Thirty-three foreign banks are at present operating -
in China, mostly in the Treaty ports. Of this
number, all but five smaller institutions have their
head offices outside Chinese territory and these five
are located in foreign concessions in various Treaty
ports. The biggest foreign bank as far as Chinese
business is concerned is the Hong-Kong and Shanghai
Banking Corporation, with a capital of $20 million
(Hong-Kong), reserve funds of over $100 million
and deposits of nearly $9oo million. It will be seen
that this single foreign bank, the bulk of whose
business lies in China, has own funds greater than
the total estimated capital of all the native banks,
and about half as great as the total capital of all the
Chinese modern banks. -

Unfortunately, the only statistics available for.
foreign banks give the total figures for their whole
business, and none for their business in China alone,
Since many of them — such, for example, as the
leading Japanese banks (Mitsui, Mitsubishi,
Sumitomo, Yokchama Specie Bank, etc.), the
Chase National Bank and the National City Bank
of New York — do most of their business outside
China, there is little use in reproducing their
balance-sheets. The full list of foreign banks
operating in China is given on the following page.
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PrINCIPAL FOREIGN BANKS AND BANKS WITH FOREIGN CAPITAL.

'

Name of Bank Established Head Office Branches in China
British,

Cha.r'gered Bank of India, Australia and
_ China : 1857 London Canton, Hankow, Harbin, Hong-Kong,
} . . . Peiping, Shanghai, T1entsm Tsingtao
E. D. Sassoon Banking Corporation 1930 Hong-Kong Shanghai
Finance Banking Corporation 1932 Shanghai —
Hong-Kong and Shanghai Banking Corpo-

ration - 1867 Hong-Kong Amoy, Canton, Chefoo, Dairen, Foochow,

Hankow, Harbin, Kowloon, Mukden,
Peiping; Shanghai, Tientsin, Tsingtao

Mercantile Ba._nk of India : 1915 London Hong-Kong, Shanghai
P. & O, Banking Corporation 1922 London Hong-Kong,-Shanghai
" Japanese,
Bank of Chosen ‘ 1918 Seoul Autung, Changchun, Dairen, I-"uchiatien.
: N Harbin, Kaiynan, Liauyang, Lungching-

tsun, Mukden, Port Arthur, Shanghai,
Szepmgk:-n Txeblmg, Tientsin, Tsingtao,

- . Yinkow
Bank of Taiwan . 1899 Taifeh Amoy, Canton, Foochow, Hankow, Hong-
- Kong, Shanghai, Swatow
Bank of Tientsin ] 1920 Tientsin Peiping
Hankow Bank 1920 Hankow, Shanghai
Mitsui Bank Ltd. . 1917 Tokyo Dairen, Shanghai
Mitsubishi Bank ' 1917 Tokyo Shanghai

Seiryn Bank . 1906 Dairen Anshan, Autung, Changchun, Fushin, Harbin,
) Kaiynan, Kungchuling, Mukden, Newch-
_ wang, Port Arthur, Shakako, Szepingkai,
. Tientsin, Tsingtao
Shanghai Bank 1917 Shanghai —

Sumitomo Bank 1916 Usaka Shanghai
Yokohama Specie Bank - 18go0 Yokohama Canton, Changchun, Dairer, Hankow,
. Harbin, Hong-Kong, Kaiynan, Mukden,
Newchwang, Peiping, Shanghai, Tientsin,
Tsingtao
- American. ]
American Express Co., Inc. - 1917 New Yeork Hong-Kong, Peiping, Shanghai, Tientsin
American Oriental Ba.nlcmg Corporatlon 1917 Shanghai Tientsin
Chase National Bank 1921 New York Hong-Kong, Shanghai, Tientsin
Commerce Bank, Tientsin Commercial and . .
Credit Corporation 1932 Tientsin —_
National City Bank of New York . {7e%-3 New York Canton, Dairen, Hankow, Harbin, Hong-
: Kong, Mukden, Peiping, Shanghai, Tien-
tsin
Thriit and Investment Finance and Trust :
Corporation ' 1929 Harbin Hailar, Shanghai
Underwriters’ Sa.vmgs Bank 1930 Shanghai C -
French.
Banque de I'Indochine 1899 - Paris Canton, Hankow, Hong-Kong, Mengtez,
' Peiping, Shanghai, Tientsin, Yunnanfu.
French Banking and Investment Corporation 1921 Shanghai Tientsin |
Other.
Nederlandsche Handel Maatschappij 1902 Amsterdam Hong-Kong, Shanghai )
Nederlandsche Indische Handelsbank 1920 Amsterdam Amoy, Hong—Kong, Spang_hm, Swatow
Banque belge pour 1'étranger 1902 Brussels Hankow, Shanghai, Tientsin
Italian Bank for China’ 1920 Shanghai Tientsin . o
Deutsche Asiatische Bank 1889 Berlin Canton, Hankow, Peiping, Shanghai, Tientsin,
Tsingtao
Far-Eastern Bank of Harbin . 1923 Harbin Hailar, Shanghai o ]
Crédit Foncier d’Extréme-Orient 1907 Brussels Hankow, Hong-Kong, Shanghai, Tientsin
. Banque franco-chinoise pour le commerce et . . L
Vindustrie 1923 Paris Hong-Kong, Shanghai, Peiping, Tientsin

Complefe statistics comparable to those given elsewhere in this volume are not available for the
Chinese banks,
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COLOMBIA.

The main features of the monetary and banking
situation in Colombia will be clear from a study of
the table summarising the balance-sheets _of
commercial banks, and from the following outl.me
of the balance-sheets of the Banco dela Repiblica,
the bank of issue.l

June
1935

Dec. Dec. Dec.
1932 1933 1934

Pesos (000,000's omitted)

Dec.
1931

Gold and foreign ex-

change (sight deposits) 13.7 17.z 163 16.1  30.5%
Loans and discounts. . 0.5 89 67 102 .84

To affiligted banks . (18.2) (7.4) (4.0} (8.1) (5.3)

Other . . . .. .. (1.3} (x.5) (.8} (2.1} (3.1} _
Advances to the Govern-

ment . . . - - - .+ 8.0 24.0 358 41.4 42.5
Participation in the Cen-

tral Mortgage Bank . — 4.0 12.0 1I12.0 12.0
Notes in circulation . . 20.6 22.5 3I.8 40.I 39.1
Deposits . . . . . - . 10.8 19.0 22.2 248 25.5

Government . . . {2.1) (6.4) (5.6) (5.2} (5.9

Associated banks . (6.6) (10.9) (12.3) (14.8) (15.9)

Other . . . . . . . (2.1) (1.7} (4-3) (4.8) (4.6)
Special exchange ac-

count . . . . . .. - - - — 18.8

2 Revalued in April 1935.

Currency inflation, due to budget deficits and the
expenditure involved by the frontier dispute with
Peru, reached its climax in May 1934, when the
Central Bank’s advances to the Government
exceeded 47 million pesos. On June 3oth, 1935,
the Govermnment’s debt to the Bank of Issue
amounted to 42.5 million pesos.2 Under a contract
of October 31st, 1935, between the Government
and the Banco de la Repiiblica, the loans granted
by the Bank of Issue for mnational defence
requirements, which then amounted to 9.5 million
pesos, must be repaid within five years and, in
addition, ceased to bear interest after January
1st, 1935. Fewer bills were offered for discount to
the Banco de la Repiiblica by the commercial banks
in 1935 than in 1934, and the slight increase in loans
granted by the Bank of Issue direct to the public
was insufficient to prevent a fall in the total amount
of loans and discounts.

The Central Bank’s discount rate was 4 %.

The rise in the gold and foreign exchange holding
was only apparent, being due to the revaluation of
the gold reserve and foreign assets, consequent on

the Decree of April 6th, 1935, authorising the
Banco de la Reptiblica to value its gold reserve
and foreign currency holdings on the basis of the
New York price for gold and the peso exchange
rate. This rise in the gold and foreign exchange

. which is shown in the bank’s balance-sheet as from

April 30th, 1935, is offset on the liabilities side by
the constitution of a reserve fund called ‘ Special
Exchange Account ”’ (Cuenta Especial de Cambio).

The gold holding of the Banco de la Republica,
moreover, fell between June 1934 and June 1935 by
8 million U.S. dollars, while deposits in foreign
banks rose slightly by 224,000 dollars. There is
no change in the Banco de la Repiblica’s
participation in the Banco Central Hipotecario,
another large item of the Central Bank’s assets.
The liabilities side of the Central Bank’s balance-
sheet has not substantially changed, apart from the
introduction of the special exchange account
above mentioned, the slight rise in deposits being
offset by a fall in the banknote circulation.

The position of the commercial banks has not
substantially altered in the eighteen months under
review. Thelarger figure for discounts (27.2 million
pesos in June 1935} is offset by a fall in loans and.
advances (15.3 million pesos on the same date).
Investments and securities fell in-the spring of 1935
by 4.5 million pesos as a result of the purchase of
Government bonds by the Banco de la Repiblica,
and the cash balances of the commercial banks rose
in consequence. The deposits of the commercial
banks increased slightly (63.3 million pesos in
June 1935) ; deposits on current account rose, while
savings and time or fixed deposits showed the
opposite tendency. The clearing operations of
commercial banks reached the highest figure
since 1929 ; between July 1934 and June 1935,
they exceeded 606 million pesos {469 millions in
1933/34).

The currency circulation of Colombia has risen,
independently of fluctuations in the ¢irculation of
bank-notes issued by the Banco de la Republica,
owing to the issue of 5 million pesos in silver coin
to cover the Government’s military expenditure,
under a contract concluded in March 1934 between
the Government and the Central Bank. In this
way, the ratio of silver coin to the total currency
circulation has considerably increased. As this
tise in the circulation of silver coin coincided with
the new silver policy adopted by the United States

! For the banking organisation of Colombia and a brief account of events previous to 1934, see: Commercial Banks,
7913-1929, page 378 ; 1925-1933, page 287 ; and 1929-1934, page 172.

* This debt was composed as follows :

1. Loans granted for national defence requirements
2. Advances secured on the salt-mine concessions

3. Public debt stock

...................

= 4 s .

Pesos (ooo,000's)

------
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of America in consequence of the Silver Purchase
Act of June rgth 1934, and with the rise in the price
of silver, Colombia’s currency circulation has
undergone certain important changes. These have
taken the form, chiefly, of domestic hoarding of
silver coin, fresh action, first, to prevent and then
to organise exports of silver, and, lastly, the
demonetisation of silver.?!

Under these circumstances, the Government, in
order to meet the shortage of subsidiary coinage,
issued half-peso notes and new nickel coins. ®
Silver exports were prohibited in May 1935. The
demonetisation of silver was effected by a Law of
August Ist, 1935, enacting that silver coins should
be withdrawn from circulation and replaced by
paper money and nickel coinage. The Decree of
September 23rd instructed the Exchange-Control
Office to authorise the exportation of silver bullion
freshly extracted from domestic mines. The sale
of old Colombian silver coins and foreign silver
coinage circulating in Colombia was regulated by a
Decree of November 4th, 1935. The Banco de la
Republica was empowered to buy silver coins for
Government account, up to December 31st, 1935,
at the commercial price of the metal, and to export
to international markets the bar silver thus
obtained. According to a sfatement by the
Minister of Finance, the Government is estimated
to have made 2,800,000 pesos profit from
demonetising silver.

The restrictions on exchange operations 3 remain
in force, but have been somewhat amended. Thus,
under the Law of September 28th, 1935, the percen-
tage of foreign exchange which must be sold fo the:
Central Bank at the official rate has been reduced
to 12 % (15 % since July 1st, 1934). Furthermore,
under a new arrangement concluded in January
1935, the Government has waived its right to buy
foreign exchange from the Banco de la Republica
at the official rate of 113 pesos per 100 dollars, but
reserves the right to share in the profits earned by
the Bank from the sale of foreign exchange. A
Law of October 31st, 1935, empowers the President
of the Republic to amend, up to August 31st, 1937,
all legislation relating to exchange control and
foreign trade, and, in particular, to tighten the
restrictions on imports into Colombia, should the
position of the balance of payments or the pro-
tection of the Central Bank’s gold reserve require it.

The value of the peso fluctuated considerably
during 1934. Although the Banco de 1a Reépiblica
tried to stabilise the official buying rate at 1.50 pesos
per U.S. dollar, the commercial rate of the peso
began to fall again early in 1935, and by March had
dropped to 1.94 pesos. In the following months,
the peso rate improved, and in December 1935
stood at 1.75 pesos per U.S. dollar. The foreign
exchange bought on the open market by licensed
importers represented, in December 1935, 88 % of
the proceeds of Colombia’s exports. -

. Balance-sheet Summary.

1. Cash.
1930 I93I 1932

Pesos (000,000's)

1929 1933 I934

Gold coins, bank-
notes, State notes,

other currency . . 6.4 59 2.8 3.8 2.7 2.7

Reserve  balances

with Banco de la

Reptblica. . . . 39 30 62 I10 I2I I4.7
Grand total . . 10.3 89 9.0 148 148 174

3. Bills discounted and bought.

The official statistics make no distinction between
discounts, loans and advances, nor is Government
paper shown separately from commercial paper.
Distinction is made, however, between paper eli-
gible for rediscount at the Banco de la Repiiblica
and non-eligible paper. The former category is
shown under discounts in the Summary Table, and

1 The following table shows the fluctuations in the currency circulation :

June ’ June June June June
931 1932 1933 1934 1935
Pesos (000,000's)

Notes of the Banco de la-Repiblica .. . . . « « -« = « -+« - 23.0 19.2 26.1 39.6 38.5
National notes . . . - . - - . - I I NI R 7.9 7.9 7.2 7.g lg.g
Silver coin, silver certificates, and nickelcoin . . . . . . 4+ « . . 11.6 13.6 13. 13. .0
Other forms of payment (Treasury bonds and schedules, Bank lbonds - ot o

andschedules) . « « « « ¢ ¢ =+ o o 4 s e e e e e n e 0.1 0.1 0.1 - . - .
Gross currency circulation . . . . . 4 . o 4 e e - o e+ 435 40.8 47.7 1.4 5.4
Deduct—Cu}:rency tokens held by the Banco de la Repiblica . 0.3 2.4 0.7 0.3 3.7
Currency tokens held by other banks. . . . . . . - 5.5 2.9 4.1 3.1 3.0
Net public currency circulation . . . < v v v 0 o0 s o e 38.7 35.5 42.9 s8.0 K 58.6

% The total circulation of nickel coins on June joth, 1935, was 2,221,000 pesos. -

* See Commercial Banks, 1929-1934, page 174+



38

Table 12 (a).

COLOMBIA. COMMERCIAL BANKS
SUMMARY OF POSITION
AT THE ,END OF :
ACCOUNTS
1929 1931 1932 1933 1934
NumberofBanks. . . . . + « « « -« « « .« o 16 16 x6 16" 16
_ ASSETS Pesos (000,000’s omitted)
T.Cashe o v v v v e e e e e 10.3 9-0 14.8 14.8 17.4
(a) Gold, silver and small coins .. . . . . — — — — —
(b) Inland notes and balances with Central
Bank. . . . . . . . . . ... — — — — —_—
2. Other Items of a Cash Nature. . . . . . . .. — — — — -
3. Bills discounted and bought . . . . . . . . . 53.7 31.4 19.5 18.0 25.8
(a) Treasury bills. . . . . . . . . . ... — — — — —
() Commercial bills, Inland. . . . . . . . — — — — —
(¢) Commercial bills, Foreign . . . . . . . — — — — —
4. Investments and Securities. . . . . . . . .. 12.9 4.7 19.8 26.9 29.5
(a) Government . . . . . . . . ... .. — — — — —
() Other . . . . . . . ... ... ... — — — — —
5. Participations . . . . . e e e e e e e — — — — —
6. Due from Banks (Correspondents). . . . . . . 8.6 4.0 3.7 5.7 6.1
(a) Athome. . . . . . . . . ... ... 0.4 0.4 0.6 0.7 0.9
(b) Abroad . . . . . . ... ... ... 8.2 3.6 3.1 5.0 5.2
7. Loans and Advances . . . . . . ... ... 44.4 38.2 30.3 26.1 16.1
{a) Oncurrtentaccount . . . . . . . . .. -— — —_ — —
(b)Other . . . . . ... ... ... — — — — —
8. Cover for Acceptances. . . . . . . . . . .. 5.2 I.X 0.4 0.8 1.3
9. Premises,etc. . . . . . . . . . ... ... 4.1 6.1 4.1 5.3 6.6
10. Sundry Assets . . . . . . . .. ... ... 4.7 10.6 9.5 10.2 9.3
I1. Total Assets . . . . . . . . . e e e e e . 1439 115.1 102.1 107.8 112.1
LI1ABILITIES. .
12, Capital paidup. . . . . . . . A 24.8 25.0 20.3 20.3 20..
13. Reserve Funds . . R 11.8 16.0 10.4 12.3 IJ:.?;
14. Profit-and-Loss, Undivided Profits,etc. . . . . 2.5 0.1 0.6 0.9 1.2
I5. g:lequas and Drafts in circulation. . . . . . . — — — — —
16. Due to Banks (Correspondents) . . . . . . . . 16.1 6
(a) Athome. . . . . ., . Vo _ -i i.g is _4_.0
(b) Abroad . . . ., . . . . .. 16.1 5.6 4.9 8
. e e e . . . 4. 4.0
17. Deposits . . . . . . . ... P e e e e 60.6 48.0 '55. 58.8 62.6
(a) Current accounts . . . . . . . . . . . 39.6 26.5 34.4 39.4 8
Fb)) %avings ﬁaiccziunts ........... 6.5 8.0 68 5'9 44'57'
¢) Time or fixed deposits. . . , . . . . . : ' ' - .
8 R (d) Otherdeposits . . . . . . ... ... fis 1_3"5 1_4'2 i_3'5 9-4
18. Rediscounts and Other Borrowings . . . . . . ‘ 6
19. Acceptances and Endorsements. B I;S IZ% g'I ﬁg 66
20. Sundry Liabilities. . . . . . . .., ... . . S.I LI 4 . 1.3
. Total Liabilities : e e e 0 (R
21. lotal Liabihities. . . . . . ., ., ., . ... 1439 115.1 102.1 ‘107.8 112.1
22. Vag}xee a(::fh currency in Swiss francs at the end
yeal’ ................ 4,96 4__96 4.95 2,11 1.99
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the latter under group (7). The composition of the
suns given under (3) is shown below :°

Bills eligible for rediscount

Actually .

redis- Other ‘Total

counted -

Pesos {000,000%)

I929 « + @ . o - & 16.8 36.9 53.7 °
IG30 & v o v« - & 13.3~ 319 45.2
I03I . . .« . - . 15.3 16.1 3.4
I932 . . . . 4 . 4.9 14.6 19.5
I933 « - .« 2 o« . . 3.4 14.6 18.0
1034 « &+ . . « 4 W 2.5 23.3 25.8

4and 5. Investments and Securities ; Participations.

1929 1930 I93% 1932 1933 1934
Ordinary investments : Pesos (000,000's)
Shares in the
Banco de 1la .
Repliblica.. . 49 49 49 38 35 35
Other securities . 1.y 1.8 2.6 0.9 17.9 2I1.9
Total. . . . 6.6 6.7 7.5 137 214 25.4

Investments of sa-

vings departments 6.3 70 72 6.1 55 4.1
Thereof investments ‘

of ** immediate
convertibility ” . (5.7) (6.4) (6.0) (5.9) (5.5) (4.1)

12.9 137 147 19.8 269 295

Grand total . .

17. Deposits.

Deposits include amounts due to domestic banks.
The sums shown under (a) represent deposits
payable within thirty days; time deposits (c) are
those payable after thirty days. The statistics
show separately deposits in national and in other
currencies as follows : '

1929 i93° 1931 1932 1933 1934
{a) Sight deposits : Pesos {o000,000s)

In national cur-

rency . . . . 316 2352 22.5 32.0 37.9 46.3
In other curren-
cies . ... 80 50 40 24 1§ 2.2
Total sight de- _
posits.-. . . 39.6 30.2 26,5 34.4 39.4 48.5
{b) Savingsdeposits 6.5 7.3 80 68 - 59 4.7
{c) Time deposits : ‘
In national cur-
rency . . . . 115 127 107 126 12.6 @Q.1
In other curren-
cies .., .. 20 34 28 16 09 0.3
Total time de- )
posits. . .. 14.5 161 13.5 14.2 13§ Q.4
Grand total . 55.4 58.8 62.6

60.6 53.6 a8.0

18.

Under this heading are given the rediscounts
of the commercial banks with the Banco de la
Repiblica and other borrowings from that bank.

Rediscounts and Other Borrowings.
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The devaluation which was carried out on
February 17th, 1934, was followed by an increase
in the gold and foreign exchange reserve of the
National Bank from 2,675 million K& to 2,910
millions during the second half of 1934. This
increase was partly due to some voluntary repatria-
tion of capital and a perceptible revival of the
export trade, but in the main it appears to have
been the consequence of a Decree of September 10th,
1934, which provided for the compulsory delivery
to the National Bank, before October 15th, 1934,
of precious metals and sight claims in foreign
currencies and for a census of all foreign securities
held in Czechoslovakia. In accordance with this
Decree, regulations were issued on January 7th,
1935, requiring foreign bonds (except bonds of
countries practising exchange control) to be sold
abroad and the exchange proceeds to be transferred
to the National Bank before March 8th, 1935.
The Bank’s gold and foreign exchange reserve rose
to 3,015 million K& on June 30th, 1935, attaining
its highest level since the devaluation.

During the second half of 1935, the National
Bank’s foreign-exchange holdings rapidly declined
from 325 million K& to 8o millions, the gold
stock remaining practically constant. The export
surplus in 1935 amounted to 684 million K¢. as
against 889 millions in 1934, and arose, moreover,
largely in the trade with countries where the
proceeds, owing to exchange restrictions, were
not freely available. 2 Countries with free
exchange, on the other hand, increasingly paid
for their imports from Czechoslovakia by means
of Czechoslovak bank notes, of which during
1935 substantial amounts had found their
way abroad, presumably through illicit capital
exports induced by expectations of a further
devaluation of the currency, and which could be
obtained in foreign centres at a discount of some
6 to 10%. To stop this practice, a Decree was
issued in December 1935 forbidding the payment of
exports in Czechoslovak bank notes, but permitting
the importation of such notes by foreign tourists.

The development of internal monetary and
banking conditions in Czechoslovakia during
1934{35, influenced in large measure by the

1 See Commercial Banks, 1929-1934, page 14.

above-mentioned changes in the foreign-exchange .
situation, may be summarised by the following
table of the principal accounts of the National
Bank and the commercial banks? and of deposits
in savings banks :

End of : Dec, June Dec. June  Dec.
1933 1934 1934 1935 1935
=
National Bank, Kc (000,000"s}

Gold . v v v v v v 0 s v b I,708% 2,663 2,680 2,691 2,690
Foreign exchange . . . . . . Q183 13 229 325 8o
Billportiolio . + + « - .- - . 1,234 895 892 757 6oz
Advances on securities . . . . 461 546 422 346 731
Note cireulation. . . - - - . 5,906 5,524 5,640 5,780 5,761
Sight deposits. . . . . . . 871 630 766 742 411

) Sept.

Commerciel banks' assels. 1935
Cash. . v & o v v v o v v s 2,094 2079 2417 2,705 2,562
Bills discounted . . . . . . . 2,053 I,784 1,99T I,04T 2,184
Investments and securities . . 3,100 2,958 2,97r 3,224 3,287
Loans and advances . . . « « 13,461 13,572 13,505 13,231 13,369

Deposils in:

Commercial banks . . . . . . 19,608 19,431 19,618 20,002 20,363
Savingsbanks® . . . . . .. 32,239 3L9I5 32,200 32,504 32,538

a 2 048 and 1,112 million K&. respectively, if czlculated
at new parity. ’ )

b Savings banks in Bohemia, Moravia-Silesia and
Slovakia ; people's credit and savings associations in
Bohemia and Moravia-Silesia ; district agricultural credit
and savings associations in Bohemia. Excleding deposits
with the Schultze-Delitsch and Raiffeisen co-operative
credit associations.

The expansion of the National Bank’s exchange
holdings during the year ending June 30th, 1935,
resulted in a marked alleviation of credit conditions
in that period : the National Bank’s discounts and
advances declined by 338 million K&, its note
circulation and sight deposit liabilities rose by
368 millions, and commercial banks’ cash assets
increased by 626 million K& The activity of the
Rediscount and Lombard Institute4 and the
banking syndicate formed by it with the object
of stabilising the prices of Government securities
appears also, in some measure, to have contributed
to this increase in monetary liquidity ; it is believed
that the greater stability of bond values improved
the confidence of the investing public and led to a |
return flow of private currency hoards to the stock
exchange. Though during 1935 rumours of further

_ *Arrangements were made whereby the Zemsk4 Banka made advances to exporters against * frozen "’ sale proceeds
in such countries (particularly Germany). This bank, in turn, was granted special borrowing facilities for this purpose

at the National Bank.

3The figures relating to commercial banks published in the Monthly Bulletin of the National Bank are not fully
comparable with those given in the attached Summary Table, which is based on the more detailed but less up-to-date

reports of the Official Bureau of Statistics.

4 See Comnm_'aal Banks, 1929-1934, page 14. The balance-sheet of the Institute as at September 3oth, 1935, shows
resources amounting to 6_28 million Ké. (of which 100 millions capital fund, 295 millions obligatory deposits of financial
institutions, and 185 miilions " other liabilities ") invested in stocks and bonds (116 millions), bills (20 millions), advances
on collateral (45 millions), other loans (160 millions), cash (95 millions) and other assets (192 millions).
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devaluation repeatedly led to sharp advances in
share prices, the percentage yield of public bonds.
continued to fall, the weighted average yield of all
Government bonds standing at 5% in September
1935 as against 6% a year earlier and 5.59% in
December 1934. The decline ig bond yields during
1934/35 was probably aided by reductions —
effected on January 25th, 1934, and March 26th,
1935 — of the National Bank’s interest rate for
advances on securities from 53-6% to 435} %.

The sharp fall in the National Bank’'s foreign
exchange reserve in the second half of 1935 was
accompanied by an increase of 230 million K& in
the Bank’s discounts and advances and a
contraction by over 300 millions in its sight deposit
liabilities, while the note circulation showed a
declining tendency as against an increase of over
x00 millions during the corresponding period in
1934. The open-market discount rate on commercial
paper, which declined from 4% in January to 34 9%
in March 1935, rose again to 4% in August 1935.

Apart from a fall in cash reserves in the third
quarter of 1935 — as against an increase of some
50 millions in the corresponding quarter of 1934 —

this incipient stringency of monetary conditions

_ found little, if any, reflection in the latest

commercial bank returns available — 1.¢., those for
September 3oth, 1935. Indeed, the expansion of
deposits with commercial banks, which had set in
about the middle of 1934 after a steady decline
since 1930, continued in the third quarter of 1935.

A Government Decree came into force on January
1st, 1936, providing for a compulsory reduction of
interest rates in all groups of credit institutions.
Maximum deposit rates were reduced by 1%
to 3-3349%, and rates on loans, discounts and
advances by 1-1}4 % to legal maxima of 44-719% (for
mortgage loans, 43-54%,), varying according to the
nature of the debt contract, the category of
institutions concerned and also according to
certain geographical divisions of the country. The
National Bank reduced its discount rate, which had
been unchanged at 34 % since January 1933, to 3%
as from January 1st, 1936, and also lowered its
rates for advances on collateral by 49. These
interest reductions were partly intended to prepare
the ground for a general conversion of the internal
public debt.

Balance-sheet Summary.

1 and 2. Cask and Other Items of ;z Cash Nature.

I0. Sundry Asseis.

K. {000,000's) 1929 1930 | 1931 1932
K&. (000,000's) 192¢ | X030.| 193% | 1932 .
Mortgage, municipal, land|
Cash (Kassabarschaft). . .[ 1,039 | 967 -improvement and railway
Sight balances with the loans. . . . ..... 272 368 | 483 173
Central Bank and the 1,715 | 2,630 Real estate. . . ., . . . 82 63 68 80
Post-cheque Clearing Temporary and sundry
Office. o v v v o v o« o71 | 869 accounts . . . . ... 402 | 435 | 300 | 274
Total (1) . .| 2,010 | 1,836 | 1,715 | 2,630 Total . 756 | 868 | 853 | 527
Money on call with domestic
banks * ., .., ... . 530 725 | — - 17. Deposits,
Notes,bills and cheques,etc. 7 ? .
in foreign currency® . .| 514 | 598 218 63 The combined figures for (b) and (¢) are
Total {2) . .| 1,044 | 1,323 | 218 | 68 composed as follows :
i Kt. (000,000's) 1929 1930 | 1031 1932
& Included in (1} as from 1931,
b Notes transferred to {1) as from 1931 " Deposits on savings
account. . . . . . ., 7,865 | 8,306 | 7,877 | 7.491
“ Cash certificates” . . .| 1,062 | 1,503 | 1,220 | 1,108
Total. . . .| 8,927 | 9,899 | 9,007 | 8,596
20. Swundry Liabilities.
7. Loans and Advances. K&. (000,000"s) 1929 | 1930 | 1931 | 1032
‘ Bonds and debentures .
K&. (000,000's) 1929 | 1930 | 1931 | 1932 issued. . « « 4 . . 0. . 268 362 483 | 187
Other accounts of the mort-
Credits covered by secu- ' gage departments . . . 2 2 ] 1
rities . . . 4 . . . . . 3,126| 2,774| r1.759| 1,314 Pensionfunds ., . . . .. 220 238 213 | 254
Other debtors from the Other funds not serving as
banking business . . . .| 17.495| I7.730} 15,443] 13,295 cover for losses. . . . . 34 68 15 11
Debtors of the Commercial Temporary and © sundry
Departments . . . . . 22 43|. 40 30 accounts . . . . . . . 024 883 703 | 561
Total. . . .|20,643]20,548| 17,242] 14,639 Total . 1,448 | 1,555 | 1,422 | 984
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CZECHOSLOVAKIA. COMMERCIAL BANKS Table 13 (u). .
SUMMARY OF POSITION AT THE
END OF : o
ACCOUNTS
1929 1930 1931 1932
Number of Banks . . . . . . . . « « o v o ¢ 22 23 23 22
ASSETS. : . Korony (000,000’s omitted)
r.Cash . ... ... .. .. e e e e e 2,010 | 1,836
(a) Gold, silver and small coins . . . . . . — — '
(5) Inland notes and balances with Central 1,033 | 2.697
Bank . . o v voeee e e e e e — | = g
- 2. Other Items of a Cash Nature . . . . . . .. © | no44 | 1323
3. Bills discounted and bought . . . . . . . . . 2,728 { 2,818 | 2,157 | 1,017
(a) Treaswry bills . . . . . . . . . . .. — | - - —
(b) Commercial bills, Inland. . . . . . . . 2,728 | 2,818 | 2,157 | 1,917
" (¢} Commercial bills, Foreign . . . . . . . — — — —
4. Investments and Securities. . . . . . . . . . 2,725 | 3,044 | 3,419 | 2,631
{a) Government . . . . . . . . e e e , — — — —
() Other . . . . . . . . . .. . .. .. : — — — —_
5. Participations . . . . . . . . . . . .. .. 1,054 | X100 821 8orx
6. Due from Banks (Correspondents). . . . . . . — — — —
(a) Athome. . . . . . . . .. .. PR — — — —
(b) Abroad . . . . . . . . .. .. ... — —_— — —
7. Loansand Advances . . . . . . . . .. .. 20,643 | 20,548 | 17,242 | 14,639
fa) On currentaccount . . . . . . . . . . — — —_ —
(b) Other. . . . . . . ... .. ... . — — — —
8. Cover for Acceptances. . . . . . . . . . .. — — —_ —
9. Premises,etc. . . . . . ... ... .. .. 385 415 - 531 516
I0. Sundry Assets . . . . . . . ... ... .. 756 868 853 527
1. Total Assets . . . . . . . .. ....... 31,345 | 31,952 | 26,956 | 23,728
LIABILITIES. ) .
12. Capitalpaidup. . . . . . . . . .. .. .. 5,845 | 1,852 | 1,533 | 1,284
13. Rese:rve Funds . . . . . .. .. .. .... 1,382 1,431 1,011 904
14. Profit-and-Loss Accounts, Dividend Accounts, etc. 253 205 66 65
15. Cheques and Drafts, etc., in circulation . . . . — — - —
16. Due to Banks (Correspondents) . . . . . . . . 7,787 | 7,038 | 5,542 | 4,I54
(a) Athome. . . . . . ... .. W e e . — — — —
D(b) Abroad . . . ... ... L. ... .. — — — —
17. Deposits. . . . . . ... .. ... ... 18,630 | 19,871 | 17,382 | 16,33
(a) Current accounts and sight deposits. . . 9,703 2,972 8,285 7,74Z
(b) Savingsaccounts . . T ., . .. . .. 8,927 | 9,899 | 9,007 | 8,596
(¢) Time or fixed deposits . -. . . . . . . . ' — — — —
(d} Other deposits . . . . . . . . . . e = = _ —
18. Rediscounts and other Borrowings . . . . . . — — — —
19. Acceptances and Endorsements. . . . . ... | — — — —
20, Sundry Liabilities. . . ., . .. .. ... . . 1,448 | 1,555 | 1,422 984
21. Total Liabilities. . . . . . . e e e e e 31,345 | 31,952 | 26,956 | 23,728
22. Value of currency in Swiss francs at the end of
eachyear. . . . . ... ... .,...., 0.15 0.15 0.I5 0.15
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CZECHOSLOVAKIA. COMMERCIAL BANKS Tahle 13 (5).
SUMMARY OF PROFIT-AND LOSS
ACCOUNTS AND DISTRIBUTION
OF PROFIT FOR THE YEARS :
ACCOUNTS
1929 . 1930 193X 1932
NumberofBanks. . . . . .. ... ...... 22 23 23 22
. Korony (000,000's omitted)
Capital paid up. SR ST S 1,845 | 1,852 | 1,533 | 1,284
Reserves and Undivided Profits . . . . . . . . . 1,405 | 1,453 | 1,039 921
1. Gross Profits . . . . . ... ... .... 884 826 639 .541
To be deducted:
2. Expenses . e e e e e e e e e e 630 620 550 485
(@) Salaries, etc.. . . ... 479 477 445 403
(b) Other working expenses . . . . . . . 86 81 68 55
(c) Taxes,etc.. . . . . . ... .. .. © 65 62 37 27
3. Reserved for Pension Funds, etc. . . . . . . 13 15 | 2 I
4. Written off on (Depreciation Accounts for). . 23 23 693 13
{a) Premises, etc. . . . . .. ... .. I2 14 12 9
(5) Investments and securities. . . . . 676 —
(¢) Otherassets . . . . . ... .. .. b ? 5 4
5. Remaining Net Profit (+) orLoss (—) . . . 218 168 | —607 42
6. Carried forward from preceding year. . . . . 22 22 28 21
7- Taken from Reserves or Capital. . . . . . . — — 642 —
8. Total Amount disposed of for Dividends, etc. . 240 190 64 63
9. CarriedtoReserves. . . . . . . . ... .. 52 24 8 13
10. Dividends. . . . . . . . . ... ... .. 154 129 33 25
II. Directors’ Fees,etc. . . . . . . . . . ... 12 9 2 I
12. Carried forward to following year. . . . . . 22 28 21 24
13. Totalasabove. . . . - . . .. ...... 240 | 190 64 63
14. Value of currency in Swiss francs at the end
of eechyear. . . . . . . ... .... 0.15 0.15 0.1I5 0.15
Summary of Prolit-and-Loss Accounts,
I. Gross Profits. 3. Reserved for Pension Funds, ¢lc.
K&. (000,000's) 1929 1930 1931 1932 K& {oo0o.000's) 1929 | 1930 1931 1932
Net interest and discounts.| 5o 484 451 319 Reserved for :
Provisions and commissions| 287 270 236 | 184 Pension funds . , . .. 89 2.4 0.4 | 0.7
Profits on securities, invest- - ) Other funds not serving
* ments and participations| 7o 8 | —67 26 as cover for losses , .| 2.t 0.2 — —
Sundry profits (net) . . 17 14 9 | 12 Other purposes. . . . .} 2.4 ) 59 | 16 [ 0.5
Total gross profits . .| 884 | 826 | 639 | 541 Total. . . .| 134 | 145 | 20 | 12
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FREE CITY OF DANZIG.

for the first time since 1929, deposits with tl:le
commercial banks increased in 1934 ; deposits In
savings banks, however, declined, as shown by the

following table :1

Bills dis-
counted by
Commercial cf:lmlt?g}xs
banks Savings Dbanks andsavings
banks
i, P
~ Of which
current
accounts
Endof  Deposits  Deposits o0 9%
foreign
currency
Gulden (000,000's)
1929 . . . 154.1 89.1 33.7 54.7
1931. . . 97.5 75.6 29.5 14.3
1932 . . . 6.7 73.-4 26.0 - 12.2
1933. . . 82.7 73.5 20.0 14.1
1934 - - 88.3 69.7 18.1 18.6

The movement of the main accounts of the Bank
of Danzig during 1934/35 may be observed from
the statement below : '

End of: Dec. June Dec. June Dec.
1933 1934 1934 1935 1935

Gulden {000,000}
Golda. . ... ... 29.9 27.0 236 158 207
Foreign exchange® . . 99 176 2.9 7.5 2.0
Bills discounted . . . . 14.x 16.9 220 26.3 1I5.9
Note circulation. . . . 40.2 4L.7 389 31.8 29.2
. 10.9 I4.3 3.8 3.6 3.3

Other sight liabilities
& New parity since May 2nd, 1935 (see text}.

The marked increase in bills discounted by the
Bank of Danzig in 1934 was mainly concentrated
on the latter part of the year, in spite of an increase
of the official discount rate from 3% to 4% on
* September 21st, 1934. This expansion of the
Bank’s bill portfolio, which reached its maximum
at 31 million gulden on April 3oth, 1935, was
partly due to advances made against export
proceeds which had become “ frozen ** in Germany,
and partly to the fact that bills of the newly
established State Bank for the financing of the
Government’s employment programme increasingly
found their way to the central bank. The gold
and exchange reserve of the Bank of Danzig
declined from 39.8 million gulden to 26.5 millions

in 1934, and thus the note circulation and other
sight liabilities of the Bank actually contracted
from 5I.I to 42.7 million gulden during the year,

despite the increase in central bank lending.

As the gold and foreign exchange reserve of the
Bank of Danzig declined to 13.5 million gulden on
April 3oth, 1935, thus falling appreciably below
the statutory reserve ratio of 40% of total sight
liabilities, a devaluation of the gulden (by 42.37 %)
to the level of the Polish zloty was carried out on
May 2nd, 1935, the gold and exchange reserve
being written up by 73%. At the same time, the
legal reserve ratio of the Bank of Danzig was
reduced to 30 % and the discount rate raised to 6 .

Fears of further depreciation of the currency
led to a run on the banks and savings institufions
at the beginning of June 1935, and on June 4th
a general banking moratorium was declared, which
remained in effect till July 1st, 1935. Inorder to
protect the banks after that date and to check
the continued outflow of gold,2 exchange regula-
tions were introduced by two Decrees of June 11th
and 26th, 1935, under which the exchange of
Danzig gulden into foreign currency and vice versa
was entrusted exclusively to the Bank of Danzig
and seven private banks authorised by it, and an
Exchange Office set up at the Bank of Danzig to
allocate available exchange. Special facilities,
however, were granted to the transit and enirepds
trade. A Decree of July 17th, 1935, brought
certain relaxations of the exchange control ; and
an agreement with Poland, concluded on September
21st, 1935, exempted Polish trade from the opera-
tion of Danzig's exchange restrictions.

The devaluation of the currency was followed by
a drastic reversal of the preceding expansion of
credit. The central bank’s bill portfolio was nearly
halved in the last eight months of 1935, and the
note circulation and other sight liabilities of the
Bank of Danzig declined from 39.2 million gulden
on April 30th, 1935, to 31.9 millions on September
3oth, 1935. The fact that prices, nevertheless,
rose sharply 4 is mainly to be attributed to the
devaluation, but to a certain extent it was probably
also due to panic purchases of commodities on the
part of the public in the summer of 1935.

On October 21st, 1935, the Bank of Danzig
lowered its discount rate from 6 to 5 %.

! Source : Bank of Danzig annual reports, .The publication of the commercial bank accounts which appe i
p -y P . ared in
the Danziger statistische Milteilungen up to the end of 1932 seems to have been discontinued. FP

* During the first fortnight of June 1935, the gold and exchange reserve of the Bank of Danzig fell from 24. 5 million

to 17.7 million gulden (new parity).

* Part of this contraction of discounts appears, however, to have been due to the Bank of Danzig taking over the

* frozen

" foreign assets on which it had previously made gulden discounts to customers : foreign exchange not eligible

for reserve purposes (not included in the table above) rose from 1. 5, at the end of July 1935, to 7.3 millions at the end

of December 1935, while the bill portfolio declined from 2
4 The index of wholesale prices (1913/14 =

1935. The cost-of-

September 1935.

) ;}.6 to 15.9 million gulden in the same period.
holesal T00) Tose from 87.3 in September 1934 and April 1935 to 126.7 in July
living index (same base) rose from 107 in September 1934 and 107.3 in April 1935 to 127.8 in
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Danish monetary conditions in 1934 continued
to be dominated by the conversion problem of
agricultural debts. With a view to facilitating
conversion operations, the National Bank had
bought nearly rooc million kroner of bonds in the
course of 1932, and in 1933 the commercial banks
purchased bonds amounting to 54 millions. During
1934, the bond market was supported, on the one
hand, by the “ Crisis Fund ", set up under the
Law of May 1st. 1933, whose loans from the
National Bank rose by 138 million kroner in the
first nine months of 1934 and, on the other, by
further acquisition of securities on the part of the
National Bank and the commercial banks, as may
be seen from the following statement summarisihg
the main accounts of the Danish banking system
between the end of 1933 and September 30th,
19351 :
’ Dec.
1933

Sept. Dec.
1934 1934
Kroner (oco,000%)

Sept.

End of : 1935

Nalional Bank. )
133

Gold .. ...... L 133 133 118
Loans and discounts . . . . , 30r 238 263 243
Advances to * Crisis Fund ~’ . 14 152 145 138
Securities . . . . . . . . . 120 I45 141 122
Note circulation . . . . . . 375 360 386 368
Current account and sight

deposits . . . . . . ... 78 159 123 71
Net foreign assets (4) or

liabilities (—). . . . . . .. — 27 — 40 — 68 — 79

Commercial Banks.

Cashassets. . . . . . . .. 199 184 109 15§
Loans and discounts. . . . . 1,638 1,636 1,676 1,701
Securities . . . . . . . . . 588 648 673 631
Deposits . . . . « « . . . . 1,982 2,042 2,059 2,080
Net foreign assets (+) or

liabilities (—) . . . .. . . + 24 — 14 .

"+ As a result of the Law of May 1st, 1933, which
decreed maximum deposit rates of 3 to 315 %, % the
average (weighted) interest rate on all deposits
held by commercial banks declined from 3.75 % in
April 1933 to 2.89 and 2.87 % at the end of 1933
and 1934 respectively.® (The average rate of
interest on banks’ advances, loans and discounts
showed a corresponding reduction from 6.359%
at the end of April 1933 to 5.49 and 5.32 % on the
dates mentioned.) In so far as this measure led
to the direct investment of savings on the capital
market, shares, however, rather than bonds appear
to have been favoured by the investor in view of
the increase in industrial profits.# The piecemeal

DENMARK.

conversion process aided by the Crisis Fund thus
came to a halt in August 1934, when altogether

. only about 10% of the total bonds amounting to

approximately 5,000 million kroner outstanding
in 1934 on account of agricultural credit and
mortgage societies had been converted to a 4%
basis. .

After September 1934, the National Bank reduced
its loans to the Crisis Fund as well as its own
security holdings, and credit conditions became
gradually rather less easy in the first part of 1935.
The expansion of industrial activity, which had
been stimulated by the preceding credit expansion
designed to benefit the agricultural debtor, entailed
greater demands for loan accommodation at the
commercial banks. At the same time, the rise
of prices accompanying the industrial revival
attracted an increased volume of imports, and led
to an expansion of the National Bank's net foreign
liabilities at “the expense of its domestic sight
liabilities. As from January 1st, 1935, the system
of exchange and import restrictions was made
considerably more stringent, and later in the year
some further restrictions {e.g., on imports of
building materials) were introduced, particularly
with a view to curtailing the excessive volume of
building activity and the demand for credit arising
therefrom. These measures, however, produced
their effects but slowly, owing to the large amount
of exchange certificates relating to unutilised import
licences outstanding at the dates when the restric-
tions were introduced. Thus, the net foreign
liabilities of the National Bank rose from 68 million
kroner at the end of 1934 to 105 millions at the end
of June 1935. The reduction in that item during-
the third quarter of 1935 was merely due to the
fact that a Swiss bank credit equivalent to about
30 million kroner, taken up by the National Bank
in 1932, was repaid in August 1935 by means of a
gold . deposit at the Bank for International
Settlements (hence the 15 millions reduction,
apparent from the above table, in the gold reserve
of the National Bank, which — unlike the foreign
liabilities — is still valued at the old parity).

The National Bank raised its discount rate from
2} to 33 % on August 22nd, 1935. A corresponding
increase took place in the interest rates of the
commercial banks, the Law on deposit rates
(mentioned above) having been allowed to expire
on July 15th, 1935. The movement of the
principal banking accounts during the twelve

[Continued at fool of page 67.

1 In this statement, the figures for commercial banks are reproduced from the monthly returns published in Statistiske

Eftervetninger.

These figures — partly because they cover a smaller number of banks — are not fully comparable with

the end-of-year statements made up by the Bank Inspectorate, on which the attached Summary Table is based.

2 See Commercial Banks, 1029-1934, page 21. .
32 See Statistiske Efterveiningey, March 12th, 1935.

- & The index for bond quotations (July 1914 = 100} rose from 95.9 in April 1933 to 100.9 a year later, while shares

rose from 77.4 to 96.7 during the same period.



COMMERCIAL BANKS

DEhTMARK- Table 14 (a).
SUMMARY OF POSITION AT THE END OF;
ACCOUNTS ' i
1929 1931 1932 1933 1934
Numberof :Banks . . « . . v v v v v v v .. 180 179 175 174 173
Branches and Sub-Branches . . . . . 550 582 590 603 632
ASSETS Kroner (000,000's omitted)
I.Cash. . . . . . . . . oo e e 77.2 76.6 140.7 102.7 132.5
(a) Gold, silver and small coins. . . . . . . 2.5 2.9 2.6 2.8 3.2
() Inland notes and balances with Central ' ;
_ Bank . . .. .. ... 00000 74.7 - 73.7 138.1 99.9 129.3
2. Other Items of a Cash Nature . . . . . . .. 24.6 26.6 31.7 97.1 67.6
3. Bills discounted and bought . . . . . . . .. 403.2 | 4288 351.3 | 3478 348.
(a) Treasury bills. . . . . . . . . . ... S — — —_ — —
(b) Commercial bills, Inland. . . . . . . . 386.1 424.4 346.1 341.6 344.3
(c) Commercial bills, Foreign . .. . . . . . 17.1 4-4 5.2 6.2 4.6
4. Investments and Securities. . . . . . . . . . 583.0 577. 577.3 630.6 700.7
?abj ggﬁremment e e e e e e e e e e 102.8 79.2 89.2 116.2 | 160.4
1 80.2 8. 38. . .
5. Participations. . . . . . . ... ... ... 4— i ' 4—— ’ 5:‘ ¢ .:310 ’
6. Due from Banks (Correspondents). . . . . . . 216.9 120.1 147.3 | 186.9 174.8
(a) Athome. . . . ... .. .. e e 79.3 77.6 9o0.5 102.6 129.1
(b) Abroad . . . . . . . ... ... .. 137.6 42.5 56.8 84.3 45-7
7. Loans and Advances. . . . . e e e e e e 1,454.6 | 1,423.0 | 1,281.7 | 1,301.0 | 1,350.1
(a) On currentaccount . . . . . . . . . . 1,160.2 | I,100.1 984.1 994.3 | 1,020.7
(b) Other . . . . . . . . .. ... ... 294.4 322.9 297.6 306.7 320.4
8. Cover for Acceptances. . . . . .. ... .. 2.5 4.I 0.9 0.8 1.5
9. gremses, etc. . ... . 79. 84.7 84.9 8r.x 79.
Jo. Sundry Assets .. . . . . . .. ... . ... 71.9 II9. 86.8 86.2 93-4
II. Total Assets . . . . . .. ... ...... 2,913.6 | 2,861.0 | 2,702.6 | 2,834.2 | 2,9494
LIABILITIES. _
12. Capital paid up. . . 2 '
............ 70.4 | 280.3 281.4 | 2825 284.0
13. Irjtreserve Fonds. . . . . . REERNEEREE 138.9 126.2 I41.6 158.3 17;.9
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 38.6 23.3 20.9 23.0 22.8
Ig. %heqllesBand Drafts, etc., in circulation . . — — — — —
16.
u(i )OAtall:(l){isn ‘(!Corr&spondex_lts) ........ 3834 1{ 3533 2078 | 307.9 315.5
............... 265.1 285.7 219.9 237.3 248.9
(b) Abroad . . . . . ... ....... 118, 67.8
17. Deposits . 992; 7- Sgg.g 70.6 66.6
------------------ » a ] I, - IJ - I: - > *
(a) Current accounts and sight deposits . . . 550.6 gi% 533-2 2%2‘;’ ’ {;si 3
(b) Savings accounts . . . . . . ... .. 543.3 535.8 476.2 521.0 531'
(c) Time or fixed deposits . . . . . . . . . 898.2 879.0 879.5 o. 6
5, Riy) Other deposits . . . . . ... .. — g 79-5 | 9004 | 925.0
18. Rediscounts and Other Borrowings . . . . . . 2 202 12
19. Acceptances and Endorsements.gs. ...... Igg 20.2 | 23.7 2o.§ oy
20. Sundry Liabilities. . . . . 33 4- 9 0. 1.5
21. Total Liabilities. . . . . . . . . . . . . . . = T et B
............... 2,913.6 | 2,861.0 | 2,702.6 | 2,834.2 | 2,949.4
22. Valuehof currency in Swiss francs at the end of m———
eachyear. . . . .
year. . . . . . ... . .. ... 1.39 0.95 088 .| o5 0.68
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DENMARK.  COMMERCIAL BANKS Table 14 (b).
SUMMARY OF PROFIT-AND-LOSS ACCOUNTS
AND DISTRIBUTION QOF PROFITS
, ] FOR THE YEARS :
ACCOUNTS
1929 1931 1932 1933 1934
Numberof Banks. . . . . . .. ..., . .... 180 179 175 174 173
Kroner {000,000's omitted)
Capitalpaidup. . . . . . . ... ... .... 279. 280. 281. 282. 284.0
Reserves and Undivided Profits . . . . . . . . . Igg; 137,g 149.3 168.? 193,8
x. Gross Profits . . . . . .. .. .. .... 759 80.3 874 1020 96.2
To be deducted : |
2. Expenses . . . ... ... ... ... ... 33.3 34.6 33.9 37.4 39.9
(a) Salarfes,etc. . . . . . .. ... ... 21.4 21.5 22.2 22,7 23.4
(b) Other workmg expenses . . . . . . . . 9.5 10.8 10.4 11,2 1.5 |
. (c) Taxes,ete.. . . . . ... ... ... 2.4 2.3 1.3 3.5 5.0
3. Reserved {or Pension Funds, etc. . . . . . . . 0.8 0.9 1.3 I.4 1.4
4. Written off on (Depreciation Accounts for) . 13.8 52.9 18.9 18.6 8.6
(a) Premises,etc. . . . . . . ... ... I.2 I.0 1.9 2.4 2.0
(b) Investments and securities. . . . . . . 0.2 |  40.7 1.4 2.1 0.5
(¢) Otherassets . . . ... ....... 12.4 1.2 15.6 I4.1 6.1
5. Rema,lmng Net Profit (+) or Loss {—). oo - | +28.0| — 81| 4+ 333 + 44.6 | - 46.3
6. Carried forward from Preceding Year . . .". . 17.4 II.X 8.3 10.2 12.9
7. Taken from Reserves or Capital, . . . . . . . 6.9 24.3 2.5 3.0 2.8
8. Deficit left uncovered . . . . . ., . . e e e — 0.4 0.4 — —
9. Total Amount disposed of for Dividends, etc. . 52.3 27.7 44.5 57.8 62.0
10. Carried to Reserves ............. 12.7 3.2 9.4 14.6 11.3
IT. Dividends . . . . . . . . . . . . .. .. 18.7 13.4 18.0 19.0 19.3
12. Directors’ Fees,etc.. . . . . . . . . .. .. 3.9 2.4 4.2 5.3 4.7
13. Other Purposes. . . . . e e 0.3 0.4 2.7 5.3 3.7
14. Carried forward to Followmg Year. . . . . . . 16.7 8.3 10.2 15.6 23.0
15. Totalasabove . . . . . . . . . . . . ... 52.3 27.7 44.5 57.8 62.0
16. Value of currency in Swiss francs at the end of
each'year . . . . . . ... .. ... .. 1.39 0.95 0.88 0.75 0.68

, months ending September 30th, 1935, suggests an
appreciable slowing-down, if not reversal, of the
credit expansion inaugurated by the vigorous
open-market operations of the National Bank in
1932. The cash reserves of the commercial banks
at the end of September 1935 were 29 million
kroner lower than at the same date in 1934. The
downward movement of current account and sight
deposits at the National Bank as between these two

dates was even more pronounced.! At the same
time, the loans and discounts of the National
Bank increased by 5 million kroner in the year
ending September 3o0th, 1935, whereas they had
shown a decline of 38 millions during 1934.
Aggregate deposits with the commercial banks
increased only by 38 million kroner in the year
ending September 3o0th, 1935, as compared with
an increase of 77 millions in the course of 1934.

1 The increase in this item as between December 1933 and 1934, unaccompanied by any rise in the aggregate cash
boldings of the commercial banks, was merely due to the fact that a large part of the banks’ cash reserves had been
transferred to the Postal Clearing Office in 1933 and returned to the National Bank in the course of 1934.
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Balance-sheet Summary.

1. Cash.
The composition of item (&) is given below :

Kroner (000,000's) 1929 | 1931 | 1932 | X933 | 1934

Notes of the National Bank | 31.5 24.61 33.7 | 31.2
Sight balances with the

National Bank. . . . :
Total. . . .

25.1

48.6 |113.5]1 66.2 | 98.1
73.7 |138.1] 999 [129.3

3. Discounts.

Including rediscounts which are included in the
balance-sheet proper in the official bankingstatistics
and are given separately in group 18 of the
Summary Table, Foreign notes and coins are
included in the figures for foreign bills.

4. Investmenis and Securiises.

Kroner (00o,000’s) 1929 |1931 | 1932 | 1933 | 1034
Government bonds . . . .| 84.3| 79.2| 89.2|116.2]|160.4
Municipal bonds . . . . . 18.3| 29.3| 47.2| 53.3| 68.2
Bonds of credit associa-

tions, ete. . . . . . . . 196.9/170.0|148.1{184.1|196.3

Mortgage bonds {Pante- .
obligationer}). . . . . . 153.0/168.8|160.9|167.0|170.8
Other Danish bonds . . . | 54.1| 53.4] 47.9| 46.6] 46.9
Shares . . .. .. ... 7r.o| 71.7| 70.7| 59.2{ 55.6
Foreign bonds and shares . | 5.2 4.9 4.3] 4.2/ 23
Total. . . . |583.0|577.3|577.3|630.6)700.7

The Government and municipal bonds are
shown under 4 (2} in the Summary Table.

6. Due from Banks (Correspondents).

The sums due by foreign correspondents are
as follows :

Kroaer (000,000’s) 1929 1931]:932 1933 | 1934
Fore.ign currency. . . . . 128.0 32.1 | 46.4 | 75.0 | 36.7
Danish corrency . . . . . 9.6/ 10.4 | 10.4 | 9.3| o¢.0

Total. . . . [137.6|42.5 | 56.8 | 84.3 | 45.7

Saummary of Profit-and-Loss Accounts.

The Landmandsbank in recent years has been
working without any funds of its own. The annual
additions to the deficit brought forward on the
profit-and-loss accounts of the bank are shown as
a separate item (8) of the Summary Table 5 (5).

1. Gross Profis.

The composition of the gross profits of all the
banks is shown opposite.
_ The first item represents the net balance of
interest earmed on discounts, loans and advances
after deduction of all interest paid on the various

7. Loans and Advances.

The current account advances of the Danish
banks are granted mainly in the form of ‘“ cash
credits ’. The sums shown under (b) consist of
loans against collateral or personal guarantee.

8. Cover for Acceptances.

As the Danish banking statistics do not show
the cover for the acceptances separately, a sum
equal to the acceptances (in the liabilities) has
been deducted from the current accounts above
and carried to this group in the Summary Table.

10. Sundry Assets.

Kroner {ooo,_ooq’s) 1929 | 193 | 1932 | 1933 | 1934
Sundry debtors. . . . .. 39.1| 87.4|56.7 | 57.8 | 67.4
Interest accounts. . . . . 4.3| 46| 43| 44| 3.7
Deficit . . . . ... .. 28.5 | 27.8| 25.8 | 24.0 | 22.3

Total . 71.9 [119.8]| 86.8 | 86.2 | 93.4
The item ¢ Sundry Debtors™ includes the
accounts of the mortgage department of the

Landmandsbank. The item ¢ Deficit ”’ consists
almost exclusively of the deficit of the Land-
mandsbank carried forward from year to year,
16. Due fo Banks (Correspondents).

The sums due to foreign correspondents are
as follows : :

~Kroner {000,000's) ‘xgzg 1931 | 1932 | 1933 | 1934
Foreign currency. . . . . 70.6] 41.7 | 44.6 | 43.4 | 35.9
Danish currency . . . . . 47.7| 26.1 | 33.3|27.2| 30.7

Total . . . .|118.3 67.8]77.9 70.6 | 66.6
17. Deposits,

The sight deposits shown as item (a) in this

‘group constitute the total of the two items—* Folio ™

(cheque) accounts and current accounts of the
official statistics.

deposit accounts. The third item represents the
yield (including appreciation) of the bonds and
shares in the possession of the banks.

Kroner (0oo0,000's) 1929 | 193X | 1932 | 1933 | 1934

Net interest from discounts
andloans ., . ., .. . 24.7 | 28.9 | 34.0 | 31.2] 32.8
Interest on foreign assets , [10.5| 8.6| s5.2| 7.6] 5.2
Proﬂis' from investments . |22.8 | 23.9 | 31.4 | 46.2| 37.7
Commissions, . . . . . , 15.6 | 16,0 | 15.0 | 14.2| 14.9

Rec_overed from assets pre-
viously writtendown . .} 0.7 | 1.1 | 0.7| rs| 4.3
Sundry profits . . . . . . 1.6 .8 | n1| n3| 1.1

Total gross profits . . . |75.9 | 80.3 | 87.4 96.2

-

1

102,0




ECUADOR.

The principal changes which have occurred in the
money and banking position in Ecuador during the
period December 1933—June 19351 are brought
out by the summary table of the balance-sheets of
the commercial banks and the following abstract
- of the accounts of the Banco Central : '

Dec. June Dec. June
1933 193¢ 1934 1035
Sucres (c00,000's)

Gold. . ., . . . ... 14.3 15.2 15.8 17.3
Foreign exchange . . . 4.0 9.0 10.4 4.4
Loans and advances . 50.3 49.4 §I.X 55.5
Member banks . (1.5) (0.6) (0.8) (z.8)
Public. . . ... .. (15.4) (13.0) (14.6) (17.0)
Government . . . . . (334) (35-8) (35.7) 35.7)
Note circudation . . . 35.6 41.1 46.6 428
Deposits . . . . . . . 20.4 20.2 27.7 18.8
Member banks . . ., . {15.1) (13.4) (11.1) (5.0)
Public, . . . .. .. {z.5) (3-2) (2.8) (z.9)
Government . . . . . (2.7) {3.5) (11.0) {9.4)
Other deposits . . {o.1) (0.1} (2.8) (x.5)
Conversion Fund . . . — —_ — 10.7

The Government inflation consequent upon
budgetary deficits was stopped in June 1934.
Since that date, the amount of the Banco Central’s
loans and advances to the Government has
remained constant at 35.7 million sucres. That

figure represents practically the whole of the-

internal public debt, which at the same date
totalled 38.2 million sucres. In December 1934,
the bank note circulation and deposits at the Banco
Central, including Government deposits, reached
their highest totals since the Bank’s foundation
in 1927. The same applies to the Banco Central’s
gold and foreign assets, which, in December 1934,
totalled more than 26.2 million sucres. That
amount was the highest recorded since 1930. Since
last April, the Conversion Fund, which has been
constituted out of the Bank’s profits on the sale
of gold and which has been shown on the liabilities
side of its balance-sheet since February 1935, has
remained in the neighbourhood of 0.7 million
sucres.

During this same period, the commercial banks
have recorded an increase of 13 million sucres

(approximately 259%) in the total amount of
discounts, loans and advances and an increase of
10 millions (20% approximately) in the total
amount of deposits, whereas their cash has
decreased by ¢ million sucres (more than 40%). In
these circumstances, they have been obliged to
make good this decrease by rediscounting their
securities with the Banco Central, At the same
time, the latter has increased its direct loans to the
public by approximately 5 million sucres so as to -
meet the demands for credit with which the
commercial banks were unable to cope.

The most important development in regard to
money during 1934/35 was the abolition of exchange
control 2 and the legal stabilisatiori of the sucre,
Under the Decree of October 7th, 1935, the official
control of exchange operations was abolished and
exporters, who had been obliged to hand over
to the Banco Central at the official rate 25 % of the
foreign exchange brought in by export transactions,
were authorised to dispose of all their foreign
exchange upon the open market.

On December 19th, 1935, the de facto stabilisation
of the sucre, the United States dollar exchange rate
of which had fluctuated since January in the
neighbourhood of 10.50, was followed by de jure
stabilisation at the rate of 9.g68331 sucres to
1 gramme of fine gold. The gold reserve of the
Banco Central was revalued at this new parity and
the profit of 40 million sucres accruing from this
operation and also from the liquidation of the
Conversion Fund was credited to the Government.
This profit was used to pay off a part (17.1 million
sucres) of the Government’'s debt to the Banco
Central, to the payment of the Government’s
subscription to the newly founded Caja Agricola

-(ro million sucres) and the balance to the repayment

of the foreign debt. - The legal reserve to cover the
bank note circulation and sight deposits at the
Banco Central was increased from 25 to 409%.
Since revaluation, the Banco Central’s notes and
sight liabilities are covered to the extent of 509
by its gold reserve.

1 See the description of banking organisation and the outline of events prior to 1934 in Commercial Banks, rg25-

1933, page 291, and 1929-1934, page I175.

1See the description of the regulations regarding foreign trade and exchange control in Commercial Banks, Ig9z2g

1934, page 175.
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ECUADOR. COMMERCIAL BANKS Table 16 (a).
SUMMARY OF POSITION
AT END OF :
ACCOUNTS
1929 | 193t [ 1932 | 1933 | 1934 i;‘;‘;
Numberof Banks. . - . . « . .« . . o . .. 16 12 12 IX 1x 1I
ASSETS. Sucres (000,000’s omitted)
L.Cash. . . . .« v o v o e 88 | 39134 | 222 | 19.8| 13.0
(a) Gold, silver and small coins. . . . . . . 0.6 [, o.1 | o.x 0.1 0.2 0.4
(b) Inland notes and balances with Central
Bank . . . . . . . . . . . . ... 8.2 3.8 | 13.3 | z2.x 19.6 | 12.6
2. Other Itemsof a Cash Nature. . . . . . . . . 0.5 0.4 | 0.6 2.4 2.4 1.9
3. Billsdiscountedandbought. . . . . . . . .. 13.0 | 10.X | 11.7 | 27.0 | 37.I ] 39.
(a) Treasurybills. . . . . . . .. ..., — - — — - —
(b) Commercial bills, inland. . . . . . . . 12.8 | 82 | 10.8 | 26.7 | 36.6 | 38.4
(¢) Commercial bills, foreign . . . . . . . . I.1 1.9 09| o3 0.5 0.9
4. Investments and Securities. . . . . . . . . . 63| 50| 49| 47 4.8 5.I
(a) Government . . . . . . . . .. ... 0.1 o | 0.1 0.1 0.1 o.1
+ (b)) Others . . . . . . .. . ... ... 6.2 49| 4.8 4.6 4.7 5.0
5. Participations . . . . . . . . . .. .. L. - — - — — —
6. Due from Banks (Correspondents). . . . . . . 40| 20| 03| o9 51| 6.7
{a) Athome. . . . . . . . . . .. ... - — — — —_ —
(b) Abroad . . . . . . . . ... .. .. 4.0 2.0 0.3 0.9 5.1 | .6.7
7. Loansand Advances. . . . . . . . . . . .. 43.I1 [ 31.5 | 31.5 | 28.7 | 31X 9.3
(a) Oncurrentaccount . . . . . . . . . . -- — — — — —
(6) Other . . . . .. .. ... .. .. - - | - — — —
8. Cover for Acceptances . . . . . . . . . . . . 04| 05| 08 ] 08 0.3 0.5
9. Premises,etc. . . . . . . . . . . .. ... 36| 30 42| 39 4.3 | 4.2
10. Sundry Assets . . . . . . . . . . ... .. 07| o8] o7 | 06 3.1 3.I
1x. Total Assets . . . . . . . . . .. PPN 81.3 | 57.2 | 68.1 | 91.2 {108.0 [ 103.1
LI1ABILITIES.
12, Capitalpaidup. . . . . . . . .. ... .. 21.I | 16.3 | 16.2 | 15.9 | 17.0 | 17.0
13. ReserveTunds . . . . . . . . . ... ... 78 | 371 391 40 49| 64
14. Profit-and-Loss Accounts, Undivided Profits, etc.| — 09| og | 0.8 1.6 1.0
15. Notesin Circulation. . . . . . . . . T — _— — — —_
16. Cheques and Draftsin Circulation . . . . . . R [ — — — — —
17. Due to Banks (Correspondents) . ., . . . . . . 28 | 311 3.9 4.2 5.7 3.9
{a) Athome . . . . . . . .. ... ... — - —_ — -
(b} Abroad . . . . .. . .. ... ... — - —_ — — —
18. Deposits . . . . . . . ... .. ... ... 34.I | 19.3 | 30.4 | 50.2 | 64.8 | 6o.1
(a) Current accounts and sight deposits . . .| 24.3 | 12.6 | 24.9 | 42.7 | 49.8 | 40.7
F b) Savingsaccounts . . . . . . . . . .. — —_ —_ —_ — —_
¢) Time deposits. . . . . . . .. e« « .| 6.5 4.7 5.4 .3 9.1 11.5
(d) Other deposits . . . . . . . . . - v .| 3.3 2.0 0.1 Z).z 5.9 7.9
19. Rediscounts and Other Borrowings . . . . . . 14. 13.1 | IT.7 | 9.7 g.6 | II.
20. Acceptances and Endorsements. . . . . . . . 04| 05| 081 08 0.3 0.5
21. Sundry Liabilities. . . . . . . ... . . .. 06 03| 03| 5.6 4.1 2.4
22. TotalLiabilities. . . . . . . . . .. .. .. 81.3 | 57.2 | 68.1 | 91.2 | 108.0 | 103.1
23. Value of currency in Swiss francs at the end :
of each year . . . . . e e e e . <« + .| 1.04 | T.04 | 083 | 0.55 | 0.26* |0.2g**

* From 1934, free rate.
** End of June.
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Balance-sheet Summary.

Note. — For detailed notes on various items of the Balance-sheet Summary, see preceding edition of

this volume.

1. Cash.

The amounts shown under () are composed as

follows : June
1929 193 1932 1933 I934 1935
Sucres {000,000's)

Notes of Banco Central 4.2 2.0 3.2 357 6.7 4.7

Deposits with Banco
Central . . . . ., . 40 1.8 101 164 I2.0 7.9
Total . . .. 8z 38 133 22.1 19.6 12.6

2. Other Items of a Cash Nature.

June

1929 I93Y 1932 1933 I934 1935
Sucres (000,000's)
Cheques, etc. . . . . . — — 02 06 oy LI
Sight deposits with
other banks . . . . 04 0.3 04 17 I3 0.7
Foreign currencies, . . 0.1 0.I — ©0.I 04 0.1
Total . . . . 05 04 06 24 24 LG

3. Bills discounted and bought.

Amounts shown under () consist of bills eligible
for rediscount with the Banco Central ; amounts
shown under (b) represent discounts of bills
payable in foreign currencies. For rediscounts, see

group I9.

4. Investmenis and Securities.

The sums shown under () are composed as

follows :
June
1929 1931 1932 I933 1934 1935
Sucres (000,000's)
Mortgage bonds of other

banks . . . . . . . 21 1.2 Iz 0.9 09 LI
Shares of Banco Central 3.5 2.4 24 24 26 2.9
Other securities. . . . 06 1.3 1z 1,3 L2z IO

Total . . .. 6.2 49 4.8 4.6 4.7 3.0

7. Loans and Advances. .
. June
1929 I93% 1932 I933 1934 1935

Sucres (000,000's)
Mortgage loans . . . . I3.9 I14.2 I3.I IL4 IL3 IL3
Short-period loans . . 80 57 354 64 68 7o
<QOther loans not eligiblé

for rediscount . . . 212 II6 I3.0 10,9 I3.0 IIQ
Total . . . . 43I 315 315 28.7 31.I 20.3

9. Premises, etc.
' June

1929 1931 1932 1933 I934 1935
Sucres {000,000's)

. Buildings . . . . . 29 25 37 33 40 39
Furniture ., ., . . . . 0.7 03 05 0.6 0.3 03
Total ... 36 30 42 39 43 4.2

I0. Sundry Assels.

_ Under this heading are grouped the balance of
inter-branch accounts, and other accounts due in
national and foreign currencies.

¥7. Due to Banks (Correspondents).
June
1929 1931 1932 1033 I934 1935
Sucres (000,000°s)
Due to banks at home

andabroad. . . . . 1.6 1.0 28 38 46 2.8

Overdrafts with foreign
bapks : . . . . .. .2 21 1I 04 LI II
Total . 28 31 39 4.2 5§57 39

18. Deposits.

Sight deposits (a) include deposits of the public
and Government, as follows :

June
1929 1931 1932 1933 I93f 1935

Sucres {000,000's)

Public. . ... . . .. 23.9 12.4 24.7 42.3 49.5 40.5
Government . . . . . 04 02 02 04 03 0.2
Total , 24.3 12,6 24.9 42.7 49.8 40.7

Other deposits (d) consist of deposits in foreign
currencies,

19. Rediscounts and Other Borrowings.

This item consists of rediscounts with the Banco
Central, other domestic banks and foreign banking
institutions, and of mortgage bonds issued by
the mortgage sections of the commercial banks
outstanding at the end of each year under review,
as follows :

June
1929 1931 193z 1933 1934 1935
Sucres (000,000's)
Rediscounts with Banco .

Central , . . . .. 34 25 20 12 08 28

Rediscounts with other

domesticbanks . . . ©01I o0I 03 — 02 O.I
Rediscounts abroad , . 0.2 o1 — — @ —

Total rediscounts . 3.7 2.7 2.3 1Lz 1LO 2.

K

0

Mortgage bonds out-

standing . . . . . . 108 104 9.4 85 86 89
Grand total . . . 14.5 13.I 11.7 9.7 9.6 118

21. Sundry Liabilities.

Sundry liabilities confisist of unearned interest
received, balance of inter-branch accounts and
other accounts payable in sucres and forelgn
currencies.




EGYPT.

The banking system! of Egypt is composed of
three main elements : the National Bank of Egypt,
the joint-stock banks and agricultural and mortgage
banks. There is, in addition, a well-developed
Post Office Savings banking system. -

The National Bank is both the bank of issue, as
well as the most powerful commercial bank. It was
founded in 1898 by a group of British capitalists and
was granted the sole right of note issue and the privi-
lege of acting as Government banker. The noteissue
is under the control of the Government. Since
1916, the assets, which serve as cover for the notes
issued and which must be deposited in the Issue
Department or, subject to the authorisation of
the Minister of Finance, in approved banks in
London, are held mainly in the form of British
Treasury Bills or Treasury Bonds, the exchange
value of the Egyptian pound being regulated by
means of telegraphic transfers on London. The
statutes of the National Bank place no restrictions
on its banking activities, with the single exception
of dealings in real estate? and its Banking
Department carries on extensive commercial
banking operations in Egypt and the Sudan.®

The paid-up capital and reserves of the Bank
amount to over £E.6 million, and. its deposits by
far exceed the aggregate deposit liabilities in Egypt
of the other commercial banks which publish
separate figures for their operations in Egypt.

Apart from the National Bank, whose central

banking functions are but little developed,® there
are to-day some eighteen commercial banking
institutions operating in Egypt. All of these,
with the single exception of the Banque Misr, are
preponderantly foreign, both in ownership and
management. Of these, six are incorporated as
Egyptian joint-stock companies ® and the remainder
are branches or agencies of foreign banks.$

Modern commercial banking began comparatively
early in Egypt ; the Bank of Egypt, liquidated in
1911, was established in 1856,7 the Anglo-Egyptian
Bank, now Barclays Bank (D.C. and O.) was founded
in 1864, and the Ottoman Bank and Crédit Lyonnais
established branches in 1867 and 1875 respectively.
Development was slow, however, until the years
1896-1906. During that decade, the influx of
foreign capital was particularly rapid and the total
capital of Egyptian joint-stock companies, exclusive
of the Suez Canal Co., rose from £E.14 to £E.87
million. About £E.33 million of this increase went
to agriculture and mortgage companies and about
£E.5 million to commercial banks. The most
important bank established in this period was the
National Bank of Egypt. The inflow of funds
resulted in a sharp rise in security and real estate
values. The boom broke in 1907 and for seven
years credit was tight, but, apart from a temporary
crisis following the declaration of war, the Egyptian
banking system developed steadily from 1914
until recently, deposits in the banks incorporated

! For a general description and history of monetary conditions in Egypt, see M. A. RIFAAT'S ‘“Monetary System

of Egypt ", London, 1934.

* An affiliate, the Agricultural Bank of-Egypt, was created in 1902 to take over the agricultural lending activities

of the National Bank.

* In 1926, the National Baok took over the Egyptian branches and agencies of Lloyds Bank.
_ * None of the commercial banks appear to keep deposits with the Natjonal Bank, nor do they borrow from it. The
National Bank has, however, established clearing houses at its offices in Cairo and Alexandria, twelve commercial banks
being members of the former, and nineteen being members of the latter. The following figures show the development

of cheque clearance since 1929 :

I

£E. (000,000’s),

Cairo Alexandria
754 —_
61.8 47.8
34-3 43.5
55-4 47.0
57.6 44.8

. 5 T!;ese banks are (in order o.i the importance of their paid-up capital, which is given in parentheses in thousands
of £E.) : Banque belge et internationale en Egypte (1,000}, controlled maijnly by the Banque belge pour I’Etranger, the

Banque commerciale de Bile and the Chase National Bank ; Banca Commerciale per I'Egitto e il Levante {1,000}, an

21’31:3;;;2 ﬂ:m:_Ba(nca )Corgomerciale Ilt:gia.n: ; Banco Italo-Egiziano (97 5),an affiliate of the Banco di Roma ; Cassa di Sconto
mio (347) ; Commercial Bank of Egypt (150), a French institution ; and the B i i

of th:e}l‘:rktsh Ish Bankasi, whose capital is 100,000 Turl):ish pounds. rution 7 and the Banque Misr fsh, an affliate

ese are : Barclays Bank (D.C. and O) ; Ionian Bank (British) ; Commercial Bank of the Near East (British) ;

. 3 ' * ISh .

gttom.ap Bg:k (Apglo-]_:'-'rench‘ incorporated in _Turkey, but working under British administration in Eg‘ypth: Créd)it

Syon_uans : -m_ptan national d'Escompte de Paris : Banque d’Orient (Greek administration) ; Dresdner Bank ; Yokahama

pec'l; Bank ; National Bank _of Greece ; Banque d'Athénes ; and the Arabian National Bank of Hejaz.
D E hetlarg; number of foreign banks and the variety in their national character reflect the capitulations régime existing
gypt and the fact that trade between Egypt and other countries is firanced largely by banks belonging to or with

head offices in the countries in question.

? Prior to 1856, trade, both local and foreign, was a State monopoly.



EGYPT

in Egypt rising from £E.7 million in 1913 to £E.47.3

million in 1928, and Post Office savings deposits *

from £E.0.6 to £E.2.2 million. The index number

of wholesale prices (Cairo) rose from 100 to 120
- during this period.

The leading joint-stock banks in Egypt generally
confine their operations to purely commercial
banking ; their principal function is to finance the
cotton crop, which represents about 45% of the
country’s exports. They depend only to a small
degree on local deposits for their working capital
and are in the habit of importing funds from abroad
during the business season — i7.e., September to
March. The Banque Misr is the only important
commercial bank engaging inlong-term financing.
It was established in 1920 as a purely Egyptian
institution, both as regards ownership and
management, with the object of fostering national
industrial enterprise. The Government . has
favoured the Banque Misr with various concessions
and privileges ; it has.transferred to it the accounts
of the Department of Municipalities, local
commissions and private trusts, it has entrusted
to it the handling of Government advances on
cotton and loans to co-operative societies, and has
exempted from Customs dues imports for the bank’s
subsidiary companies, The bank is directly
interested in about thirteen concerns, with a total
paid-up capital of over £E.1} million, including
cotton works, air and water transport, printing
and theatre and cinema entertainment. The
rapid development of the bank is illustrated by the
increase in its paid-up capital from £E.80,000 in
1920 to £E.1,000,000 in 1927 and the uninterrupted
growth in its deposits from £E.200,960 in 1920 to
£E.8,898,966 in 1932.2 ,

In addition to the commercial banks proper, the
Egyptian credit system comprises a variety of
companies specialising in financial operations not
undertaken by the former. At the end of 1931,
the following companies (whose paid-up capital
and outstanding debentures are shownin parentheses
in £E. million) were engaged in long-term credit

-any data relating to banks.

73

operations : seven mortgage and agricultural banks
(44.6) ; four finance companies {0.3) ; nine rural
development (foncier) companies (4.1) ; sixteen
urban development companies (3.4), and twenty-
three mixed wurban and rural development
companies (4.9). The oldest and most important
of these long-term institutions are the agricultural
and mortgage banks® The largest — the Crédit
foncier égyptien — was established in 1880, the
others were founded at the beginning of the
century. The loans of the Crédit foncier have
been largely limited to the big landowners, while
those of the other agricultural banks have been
more widely diffused. Their paid-up capital rose
from £E.3.8 in 1883 to £E.10.5 and £E.39.7 million
in 190z and 1907 respectively. Both paid-up

‘capital and mortgage loans reached their peak in

1924, when they amounted to £E.54.6 and £E.45.8

“million respectively. Since that date, the mortgage

and agricultural banks have tended to decline in
importance. In 1931, their paid-up capital stood
at £E.44.6 million and their mortgage debts (loans
and arrears) at about £E.29 million, This decline
has been partly due to the liquidation of certain

. mortgage institutions and to the absorption of

others by the ordinary commercial banks. A new
mortgage bank, the Crédit hypothécaire, was
established in 1932 with a capital of £E.1 million
entirely provided by the Government with the
object of assisting small landholders.

There is no special banking legislation in Egypt,
and banks are subject merely to the provisions of
the charters or conventions under which they were
established and to the regulations relating to
commercial enterprises. Only a few of the banks
publish separate accounts for their operations
in Egypt, and official publications do not contain
The official register
of joint-stock companies, Statistigue des Sociélés
anowymes par actions travastlanl principalement en
Egypte, publishes figures of capital and reserves
only.

1 Savings deposits at the Post Office and ordinary banks incorporated in Egypt have developed as follows since 1924:

£E, (ooo,000's).

1024 + « + - » 3.0
N 1925 . . . . . 3.1
1926 . . . . . 3.0

1927 « « - - s 3.2

..... 3.8

1929 . . . . . 4.1
1930 . . . . - 4.3
193 . . . . . 4-3
1932 . . . . . 5.2
I933 « - + . = 7.1
I934 o« & 4 4 8.0
1935 « < - . - 9.I

t The total deposifs of the National Bank at these two dates were £E.17.3 and £E.19.3 rpillion respectively. .
3 These are (in order of importance of their paid-up capital which is given in parentheses in £E. ‘th.ousan_d): Crédext fon-
cier égyptien (3.875) ; Agricultural Bank of Egypt (3,740) : Mortgage Company of Egypt {1,250) : Crédit agricole d’Egypte

(x,000) ; Land Bank of Egypt (975) ; Crédit immobilier suisse-égyptien (112) ; and Crédit foncier d’Orient

Egypte ”

(s0). Half of the capital of Crédit agricole was subscribed by the Government, and its policy has been to organise co-
operative societies, and to encourage the diversification of agricultural production.
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ESTONIA.

The foreign-exchange control introduced 1n the
autumn of 1931 has not been formally discontinued.
After the devaluation of the Estonian kroon in
June 1933 however, the system has b.eex.l 50
managed as to bring about considerable alleviations;
applications for exchange to the Foreign Exchange
Committee at the Bank of Estonia have been
satisfied to a constantly increasing extent, except
where private capital exports and tourist require-

ments are concerned. ‘The object of the system

of exchange control is now not so much to restrict
imports generally as to divert trade in accordance
with commercial treaties and with clearing agree-
ments. The Bank of Estonia remained the sole
centre of foreign exchange transactions until
December 1934, when the commercial banks were
authorised to deal freely in the currencies of
countries with which Estonia has an export surplus.
In addition, the Bank of Estonia has agreed to
purchase at a slight premium the foreign currencies
which banks are still obliged to re-sell to it, thus

offering them some compensation for their loss of

foreign business. -

The recent steady increase in the export surplus
{(from 6.6 million krooni in 1933 to 13.7 million in
1934) is reflected in the expansion of the central
bank’s gold and foreign exchange reserve, which
rose from 19.7 million in August 1933 to 30.3 and
35.3 million krooni in the same month of 1934 and
1935 respectively. (Of this amount, xg9 million
krooni, or the gold held at the date of devaluation,
is still entered at the former official parity.)
Moreover, the increase in central bank reserves has
been accompanied by a substantial amouwit of
debt repatriation. Thus it is estimated that, in
August 1935, about 10 million krooni out of a total
nominal amount of approximately 25 million krooni
of the Banking and Currency Reform 4% Loan of
1927 was held by the Bank of Estonia and other
financial institutions in Estonia. Similarly, the
Bank has acquired out of its unsettled clearing
balances in Berlin about 2 million krooni of certain
Estonian bonds previously held in Germany.

The following statement shows the expansion
during 1934/35 of the sight liabilities (items 4 and
5 below) of the central bank as a result of its
purchases of gold and foreign exchange, and the
consequent increase in the liquidity of the
commercial banks : '

End of : Aug. Dec. Aug. Dec. Aug.
1933 1933 I934 1934 1935
Krooni (000,000's)
Bank of Estonia. .
1.God . . ... ;. 192 201 205 277 328
2. Foreign exchange. . 0.5 2.3 9.8 4.4 2.5
3. Loansand discounts. 19.5 23.4 12.8 166 10.4
(a)} Of whick — Loans :
to Government . (4.1} (4.0) (ro} (3.3 (=)
4. Notes in circulation .  30.3 32.2 32.8 36.7 37.3
5. Current account lia-
bilities . . . . . - 12.5 14_.6 4.5 20.I 23.2
{a) Of which — Go- :
vernmentaccount (2.9) (4.7)° (4.4) (7.7) (12.8)
Joint-stock and Prin-
cipal Co-operative
Banks. ‘
6. Cashassets . . .. 50 78 84 129 127
7. Loans and discounts. 73.7 73.5 .74.9 76.4  79.7
8. Deposits . . . . . 50.I 5L4 59.I 64.9 72.4
9. Rediscounts and bor-_ o
rowings . . . . . 17.0 189 12.4

13.5 99

The favourable development of  the ‘public
finances in the period under review exercised
considerable influence on the accounts of the
Bank of Estonia. At the end of August 1933,
the Bank’s loans to the Government (item 3 (a)
above) amounted to 4.I millions ; they were entirely
repaid in the course of the following two years.
On the other hand, the Government's current
account with the Bank of Estonia (item 5 (a)),
which stood at 2.9 millions on August 3o0th, 1933,
increased to 12:8 million krooni at the same date
in x935.

The fall in private loans and discounts and the
rise of private current accounts of the central
bank have their counterpart in the expansion of
cash reserves and the contraction of rediscounts
and borrowings of the commercial banks. The
sharp rise in deposits with the commercial banks
deserves particular notice. As the principal co-
operative banks accounted for deposits amounting
to 20.4 millions and 31.6 millions at the end of
August in 1933 and 1935 respectively, this rice was
proportionately somewhat larger in the case of
the co-operative banks than with the joint-stock
banks, indicating that the expansion of purchasing
power was fully shared by the agricultural popula-
tion, which is dependent in a relatively high degree
on the export trade. As may be seen from the
accompanying Summary Table, the increase in

! Since September 1933, the kroon has been pegged to sterling at the old rate of 18.11 (buying rate of Bank of Estonia)

krooni to the pound.
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deposits in 1934 was particularly large in the
category: of current account deposits. Bank
clearings in 1934 totalled 105.6 million krooni, as
compared with g1 millions in 1933 and 84.5 millions
in 1932. The note circulation increased by 4.5
million krooni, or 14 %, in the year ending August
3oth, 1935. If account is taken of the fact that,
since the autumn of 1933, prices in Estonia have
on the whole been stable, the expansion of the
general monetary circulation which has taken place
indicates a marked tecovery of production and
business activity. '
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On October 1st, 1934, the Bank of Estonia
lowered its rate on discounts to the public from
5% to 5%. This rate was further reduced to 44 %
on October 1st, 1935, when the rate on bankers’
rediscounts, which had been unchanged at 43 %
since November 1st, 1933, was also reduced by
3%. The commercial banks have likewise reduced
their loan and discount rates : in October 1934, the
leading joint-stock banks lowered their discount
rate from 7 to 649, and further reductions — in
most cases to 6% — took place in the summer of
-X935- ' ' ‘

Balance-sheet Summary.

1. Cash.

Coins and notes are not shown separately.
Balances with the Central Bank are given for the
joint-stock banks-and, since 1933, the co-operative
banks, as follows :

Kreoni {000,000's)

IG30 & 2 . e e e s o 1.3
I03T . v o - e e s 1.5
I032 & v 4 & = 2 & 2 a 1.2
I033 = « o o+ e oa e e - 2.3
1934 W = e e e e 2.9

2. Other Items of a Cash Nature,

- Foreign bank-notes and sight claims on credit
institutions other than the Eesti Pank.

3. Bills discounted and bought.

The official statistics distinguish between total
discounts and rediscounts of all the banks and
discounts and rediscounts of ‘bills payable at
home of the joint-stock banks only. As in practice
the co-operative banks discount almost exclusively
inland bills, the difference between the two sets of
figures is taken to represent bills payable abroad
as follows :

Krooni (oo?,ooo’s) 1929 1531 1932 1933 | 19034
Inland bills >
Discounted . . . . . . 37.0l 31.8] 27.9| 28.7 | 32.3
Rediscounted . . . . . 6.4 49| 44| 5.1 3.4
Net balance . . . .| 30.6| 26.9 23:5 23.6 | 28.9
Bills payable abroad : '
Discounted . . . . . 9.5 44| 31| 37| 49
Rediscounted . . . . . g.7] 39| 30| 36 4.8
' Net balapce . . . .|—o0.2] 05| o1| 01| 0.1
AU bills : .
Discounted . . . . . . 46.51 36.2 | 31.0| 32.4 | 37.2
Rediscounted . . . . . 16.1] 8.8 7.4 87| 8.2
- Net baldnce . . . .| 30.4| 27.4 | 23.6] 23.7 { 29.0

7. Loans and Advances.

. The current account loans are almost entirely
those of the joint-stock banks. Item 7 (b)
represents in the main the longer term advances of
the co-operative banks.

10. Sundry Assels. -

Krooni (000,000%) * | 1929 T931 | 1932 | 1933 | 1934
Protested bills . . . . . . 0.3 | o4 | 03]|03]o0.2
Current expenses, interest

and commissions paid .[ 0.1 |01 | 0.1 | 0.1.] 0.1
Transitory accounts 1.x | 0.9 | 0.9 | 0.4 | 0.5
Other accounts. . . . . . 43178 27| 44|23

Total. . . . . .. 58 192)]40] 52| 31

11 and 21. Total Assets and Liabilsties.

- The totals given do not include guarantees which,
though shown inside the balance-sheet proper in
the Estonian statistics, are given outside the
balance-sheet as item 2z of the Summary Table.

I4.l Profit-and-Loss Accounts, elc.

The official balance-sheet does not show the
net balance of profit-and-loss accounts, but current

_expenses, including interest and commissions paid,

are given under sundry assets; and interest and
commissions received, under sundry liabilities. The
sums given under the heading profit and loss in the
Summary Table represent only undivided profits,
etc., shown separately in the official statistics.

* 18, Rediscounts and Borrbwihgs.'

Krooni {(000,000's} 1929] 1931 | 1932 | 1933 | 1634
Rediscounis
Imland bills . . . . . . 641 49| 44| 5.1} 3.4
Bills payable abroad . .| 9.7| 3.9.| 30| 36| 4.8
Total. . . . . 16.1| 88| 7.4| 8.7| 8.2
Borrowings .
Athome ... .. .. 8.4) 84| Boj12]| 5.3
Abroad . . . . 0 ... 19| 3.3| — | — | —
Total. . . . .|10.3] 9.7| 8.9}|10.2] 5.3
Grind total . . . .| 26.4|18.5]| 16.3] 18.9| 13.5




ESTONIA. COMMERCIAL BANKS! Table 16 (a).
END-OF YEAR :
ACCOUNTS )
1929 1930 1931 1932 1933 | 1934
NumberofBanks. . . . . . . . . . . . S P I Y S (S 4 47 38
ASSETS Kroqni (000,000’s omitted)
L Cash. . . . . o v v v v i i 38| 371 4t 31| 44| 51
(a) Gold, silver and small coins. .-. . . . . — — — —_ — —
(b) Bank notes, State notes and balances : o
with Central Bank . . . . . . . . . — — — — - —
2. Other Items of a Cash Nature. . . . . . . . . 2.3 3.6 3.1 3.2 34| 78
3. Billsdiscountedandbought. . . . . . . . . . 46.5 | 454 | 36.2| 3L.0o| 324 | 372
(2) Treasurybills. . . . . . .. .. ... — — — — —_ | =
(b) Commercial bills, Inland. . . . . . . . 37.0 | 37.1{ 31.8| =27.0| 287 323
(c¢) Commercial bills, Forelgn e e e e e 9.5 8.3 4.4 3.I 3.7 4.9
4. Investments and Securities. . . . . . . . . . 1.5 2.1 17| 22 2.6 3.4
(a) Government . . . . . . .. e e e — —_ — — — —
(b) Other . . . . . . .. .. ... ... — — — — — —
5. Participations .- . . . . . . . . . .. . ., — — — — — _
6. Due from Banks (Correspondents) ....... 4.8 5.6 3.7 2.9 2.2 3.0
(a) Athome. . . . . . . .. .. e e . 3.7 |- 3.9 2.3 1.6 I.4 1.2
(b) Abroad . . . . . .. e e e e e e 1.1 1.7 I.4 1.3 0.8 1.8
7. Loansand Advances.” . . . . . . . . . . .. 55.3 | 614 51.2{ 42.3| 4.1 | 39.2
(a) Oncurtentaccount . . . . . . . . . . 47.4 53.3 44.1 36.2 35.6 34.5
(b)Other . . . . . . . ... ...... 7.9 8.1 7.1 6.1 5.5 4.7
8. Cover for Acceptances . . . . . . . . . . .. — — — — —_ —
9. Premises,etc.. . . . . . . . . ... oL 7.3 7.9 7.4 8.1 9.2 8s
10. SundryAssets . . . . . . . . . ... L. 5.8 8.8 9.2 4.0 5.2 3.7
11, Total Assets . . . . . . . e e e e e e e e 127.3 | 138.5 | 116.6 96.8 | 100.5 | 107.3
. L1ABILITIES. . ~
12, Capitalpaidup. . . . . . . . . . . ... .. 9.0 91| . 75 7.8 8.0 7.6
13. ReserveFunds . . . . . .. .. . ... .. 2.2 2.5 2.5 2.6 2.7 2.8
14. Profit-and-Loss Accounts, Undivided Profits, etc. 2.5 2.2 1.8 | 13 1.2 1.3
15. Cheques and Drafts, etc., in Circulation . . . . — — — — N —
16. Due toBanks (Correspondents) .- . . . . . . . 129} 159 | 1551 12.9 | 12.4 | 120
(a) Athome. . . . . . . .. ... ... 4.1 4.6 8.8 9.3 9.7 8.7
(b) Abroad . . . . . .. ... IR 8.8 11.3 6.7 3.6 { 27| 3.3
17. Deposits . . . . . . .. ... L. 6561 727 | 508 | 5151 514 64.9
(a) Currentaccounts . . . . . . . . ... 41.5 45.8 37.8 34.7 1 36.4 | 486
(b) Savingsaccounts . . . . . ... . .. —_ — — — — —
(¢) Time or fixed deposits. . . . . . . . . 21.1 | 23.4| 202 |- 151 | 13.4.| 14.0
(@) Other deposits . . . . . ... .. .. 3.0 3.5 1.8 1.7 1.6 2.3
18. Rediscountsand Borrowings . . . . . . . . . 26.4 | 251 18. 16. '18. X
, 5 3 9 3.5
I9. Accepta.nc_:es and Endorsements. . . .. . . . 0.3 0.1 0.5 — — —
20. Sundry.h?l‘)@tles .............. 84| 109| 1035 4-4 59| 5.2
21. Total Liabilities. . . . . . . . .. .. ... 127.3 | 138.5 | 116.6 96.8 | 100.5 | 107.3
22. Guarantees. . . . . .. ... ... .... 18.0 | 12.6 .6 2 4.6 6.
23. Value of currency in Swiss francs at the end ' 7 > i 7
ofeachyear . . . . ... ... ... .. 1.39 | I.39| I1.39| I.39°| 0.941 0.84

1 Joint-stock banks and larger co-operative banks.
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ESTONIA. JOINT-STOCK BANKS Table 16 (3).

SUMMARY OF PROFIT-AND-
LOSS ACCOUNTS AND

' . DISTRIBUTION OF PROFITS

ACCOUNTS . OF THE JOINT-STOCK BANKS:

1929 | 1930 | 1931 1932 | 1933 | 1934

Number of Banks

e e e 19 16 16 15 14 | 13

Krooni (000,000's cmitted)

Capitalpaidup . . . . . . .. . . ... ... 6.92| 681 547 578 5.93] 5.3
Reserves and Und1v1ded Proﬁts e e e e e e e 1.72| 183} 1.9 1.89 1.92| 1.86
‘1. GrossProfits. . . ... ... ... ..... 43| 35| 32| 25| 25| 28
To be deducted : - B
2. Expenses L e e e e e e e 2.4 1.9 1.8 1.6 1.4 1.4
(a) Salaries,etc. © . . . . . . ... ... 1.4 1.2 1.2 0.8 0.9 0.9
(b) Other working expenses . . . . . . S 0.7 0.6 0.5 0.6 03| o3
(¢c) Taxes,etc.. . . . . . . .. ... .. 0.3 0.2 0.2 0.2 0,2 0.2
3. Reserve for. Penswns Fund, etc. . . . . . . . — — — — — —
4. Written off on (Deprec1at10n Accounts). . I.2 1.2 I.I 1.0 0.9 0.9
(a) Premises, etc. .. . . . . . e e e e . 0.1 0.1 0.1 0.1 0.1 0,1
{b) Investments and securities. . . ... . . - i L.0 o 0.8 08
(c) Otherassets” . . . . . . .. ... .. ’ ’ ) o9 ) '
5. Remaining Net Profit (+)orLoss(—) . . . . .}] +0.7 | +04 | +03 | —0.1 | 402 | +05
6. Carried forward from Preceding Year . . . . . — — — — — -
7. Taken from Reserves or Capital. . . . . . . . 0.4 0.1 — 0.3 0.1 —
8. Total Amount disposed of for Dividends, etc. . .| 1.1 0.5 0.3 02| 03| 05

14. Value of '-‘cur_renéy in Swiss francs at the end

. ofeachyear-. . ... ... ... ... . .| 1.39 | %39 | 1.39 1.39 | 0.94 | 0.84

" The difference between total creditors and 20. Swundry Liabilities.
creditors at home of the joint-stock banks as - '

shown in the official statistics has been taken to ~ ~ Krooni (000,000} 1929 | 1931 | 1932 | 1933 | 1934,

represent borrowings abrodad by these banks. The

Interest and commissions

co-operative banks do not borrow abroad to any received. . . ... . . .| 06| 05| 03| 04| 04
significant extent. See also note to item 3 of the Transitory accovnts _ . .| 12| r3| ro| 07| 08

mm : Other liabilities, including
Su ary 'Ijable, T o . ‘met balance of inter-

branch accounts . . . .| 66| 87| 31| 48! 4.0

Total., . . . .| 84]1035]| 44| 59| 5.2

. : _ Summarjr of Profit-and-Loss Accounis.

1. - Gross Profits. -

- : . - . . 2. Expenses.
Total receipts from interest and commissions, - : ~

foreign exchange, real estate and security transac- The sums shown for ‘salaries (a) include
tions, etc., less interest and commissions paid. remuneration of ‘directors, members of the board
These items are all given in detail in the official. and of advisory committees, etc., in addition to
statistics. salaries of the staff.
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The exceptional liquidity of the Finnish banking
position which had developed during 1933 _contmuf:-d
to prevail in 1934 and 1935. This situation was in

e part a direct consequence of the favourable
development of the country’s balance of payments.
The foreign-exchange proceeds on account of the
greatly increased export surplus being sold
— directly or, more normally, through the com-
mercial banks — to the Central Bank, the note
circulation of and the sight balances held with
the Bank of Finland were correspondingly increased,
pari passu with the increase in the volume of
commercial-bank deposits and cash reserves, while
the current rates of interest declined.

In order adequately to follow this process, the
commercial banking figures given in the attached
Summary Table must be considered in conjunction
with the principal accounts of the Bank of Finland,
which during the period 1932-1935 are shown as
follows :

Sept.
End of : 1932 1933 1034 1935
Markkaa {o00,000's).

God. . .. ........ 394 323 323 460

Foreign exchange . . . . . . 743 1.327 1,447 1,343
Discounts, loans and advances
{to customers other than

banks) . . . . ... ... 9I7 716 672 748
Rediscounts (to commercial

banks) . . . . ... ., .. jor  — — —_

Bonds in Finnish currency . . 63 70 85 220

Bonds in foreign currency . 236 246 273 208

Note circulation . . , . . . 1085 1,184 1,277 1,336

Current account liabilitiest . . 63 327 181 396

Discount rate (percent) . . . 6} 4% 4b 4

s To others than the Treasury.
» Since December 3rd, 1934.

Already at the end of 1933, the gold and foreign-
exchange reserves of the Bank of Finland exceeded
its note circulation and current account liabilities
other than those on Treasury account. During
1934, the foreign-exchange reserve increased further
— though at a considerably slower rate than in
the previous year. In considering these figures,
it should be borne in mind, moreover, that the gold
stock, which is valued at the old legal par, contains
a considerable potential reserve. Similarly, the
foreign-exchange holdings of the Bank are entered
at par ; but the hidden reserve in this case is
probably less important, as the exchange holdings
are believed to consist mostly of depreciated
currencies such as the pound sterling and the dollar,

-
! The Finnish currency is pegged to sterlin
par rate of 193 markkaa to the pound.
* Theincrease in the debit item 16
in the turnover of foreign trade.

and as the difference between the depreciation of
these currencies and the Finnish mark is. not
considerable.}

The commercial banks have likewise increased
their exchange holdings considerably. Their
foreign-exchange position appears from the
adjoining Summary Table by deducting item
16(%) 2 from items 3(¢) and 6(b). A net balance
of 2.5 million markkaa of foreign liabilities existing
at the end of 1932 is seen to have been converted
in the course of 1933 into a net credit balance of
143 millions. This balance of foreign short-term
assets rose further to 372 million markkaa at the
end of 1934 : it declined, however, to 207 millions
at the end of September 1935, as compared with

-208 millions at the corresponding date in 1934.

Thus the total foreign assets of the Bank of Finland
and the commercial banks combined increased
from 1,045 million markkaa at the end of 1932 to
1,793 millions in 1933 and to 2,142 millions at the
end of 1934, and receded to 2,0ro million markkaa
during the first nine months of 1935. ’
The foreign short-term position of the Finnish
banking system would have been still more
favourable but for the considerable amount of
debt repatriation — mainly on long-term account —
which has taken place in recent years. It is
estimated that the country’s total net -foreign
indebtedness, amounting to about 8,000 million
markkaa in 1930, was reduced — chiefly during
1933 and 1934 — to less than 4,000 millions at the
end of 1934.2 1In the latter part of 1934 and in the
first half of 1935, the State, for example, carried
out extensive loan operations by which certain
dollar loans were liquidated by means of funds
raised mostly at home at lower rates of interest.
The decline in total foreign-exchange holdings in
the first part of 1935 would appear to be connected

‘with transactions of this kind. These operations

are reflected in a marked change in the composition
of the Bank of Finland’s security holdings : out
of a total of 428 million markkaa of bonds at the
end of September 1935, over half were bonds issued
in Finnish currency, while at the same date in 1934
total bonds held by the Bank amounted to 373 mil-
lions, of which only 135 millions represented bonds
expressed in Finnish currency.

As the Summary Table shows, the commercial
banks, in view of their high cash reserves in
conjunction with the continued fall in loans and
discounts, were led in 1934 to invest heavily in
securities. While their cash declined in 1934,
their holdings of bonds and shares rose from

g at a rate of 227 markkaa to the pound sterling, as compared with the

(b) from 132 to 247 millions between 1932 and 19 34 reflects, of course, the expansion

* See Monthly Bulletin of the Bank of Finland, No. 1, 1935, page 33-
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486 million to 894 million markkaa in the course
of that year and expanded further to a total of
994 millions at the end of September '1935. The
domestic stock .market, in consequence, was
unusually active, new bond issues in 1934 attaining
a total of 1,350 million markkaa, of which about
600 millions represented conversions to lower
Interest rates.

The continued fall in domestic discounts, loans
and advances in 1934 represents a mere substitution
of bonds for direct bank loans, to the extent that
the stock-exchange revival permitted industrial
concerns to pay off bank debts by marketing long-
term capital issues. A large part of the decline
in bank loans and advances was, however, due
to the writing-off of doubtful assets and losses
the bulk of which was covered by reductions in
capital and reserve funds, the remainder being
financed out of current income, as shown in the
Summary Table of profit-and-loss accounts. Of
the decrease in capital and reserves in 1934, one
of the three largest commercial banks alone
accounts for reductions (carried out in January
1934) of 131 millions and 35 millions in capxtal and
reserve funds respectively.

Comunercial-bank deposits continued to rise
during 1934. This is partly a reflection of the
increase in aggregate deposits held by savings
banks, the post-office savings bank, co-operative'
credit societies and consumers’ co-operatives from
5,577 millions at the end of 1933 to 6,052 millions
a year later,! as a large number of these institutions

" habitually re-deposit a certain proportion of their

funds with the commercial banks. The decline
shown in the Summary Table in commercial banks’
current account and sight deposits in 1934 is merely
apparent : in consequence of certain changes which
have been introduced in the official banking
statistics as from 1934 and which are referred to in
the detailed notes below (see particularly note to
item 16(a)), the time deposits of other credit
institutions, shown separately for the first time in
the official statistics for 1934, have been excluded
from current accounts and placed under savings
and time deposits. The increase in the activity of
bank deposits which actually occurred in 1934 is
reflected in the fact that the total volume of bank
clearings, which had risen from 17,146 million
markkaa in 1932 to 18,007 millions in 1933,
expanded to 21,243 millions in 1934.

Balance-sheet Summary.

The figures for 1934 include two small banks in
liquidation, the combined balance-sheet. total of
which amounted to 44 million markkaa at the end

of 1934.
1. Cash.

The sum of 35.9 millions shown for 1934 seems to
represent ** Post bills of private banKs ’, the other
three items given for the preceding years being
included under cash.:

4(b). Investments and Securities.

The figures under (%) are made up as follows : Markkaa (000,000's) 1929 | 1931 | 1932 | 1933 | 1934
Markkaa (o00,000"s} 1929 | 1931 | 1932 | 1933 Bonds : '

: - - In foreign currency. . . | 33.2| 54.0| 56.6| 30.2| 87.0

g;ﬁs %Z?a;zasu;?tl;sh;nl; 219.4 | 180.1 | 165.8 | 214.5 Of municipalities. . . . | 23.1| 27.2] 22.3| 27.9| 44.9

of Finland and other | - ) of ba_t;lj:tiand mortgage 166| 35 s.0| 62.8]302.6

banks, . . . . .. . . 190 57| 47.6]| 319.2 institutions . . . . . -0| 35.3| 45 . .

- Other. . . . « « ¢ + & 70.6| 69.0| 69.3] 87.5(147.6

Toh! """ 238.4 | 2318 | 2134 | 5337 Totalbonds . . . . [743.5/185.5[198.2|208.4[582.1

No details are given for 1934 ; the total shown in  Shares: _ ' _

the Summary Table appears to include the items Iniﬁﬁtﬁﬁﬁﬁg msurance | c6al 60| s6.2| s6.1| s8.s

previously shown under group 2, except © Pos‘t Other. . . . . N 4:5 53.3120.7|137.2| 148.2

bills of private banks ” ; on the othgr hand, it Total shares . 50.0|115.2|176.9|193.3|706.7

appears to exclude sight balances with private Total “*Other securities”. |234.4]300.7|375.1|401.7|788.8

banks, which are now shown separately (see note
to group 6, below).

2. Other Items of a Cash Nature.

Markkaa {000,000} 1929 | 193 | 1932 1933
Forelgn banknotes . . 9.1 7.2 6.1 3.6
Post bills of the Bank of ’ .

Finland . . . . . . . - 0.7 0.5 0.4 0.9
Post bills of pnvate banks . 56.6 | 34.8| 249 | 41.3
Miscellaneous . . . » - . .1 o8 0.9 0.8

Total, . . . . 67.5 | 43.3 32.3| 46.6

6(a). Due from Banks at Home (Correspondenis).

Until 1933 inclusive, the balance-sheets, as
summarised in the official banking statlstlcs,
contained an item,  Inland Corresponden?s
which, however, represented almost entlrely
ordinary current accounts of private clients of the
banks. These accounts, which were shown
separately in a special statement, have been
included under “ Loans and Advances ” in the
present Summary Table (see note 7 below). The

[Continued at foot of page 81.

1 Of these totals, the private savings banks alone accounted for 4,409 and 4.7 54 millions in 1933 and 1934 respectively.
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FINLAND. COMMERCIAL BANKS Table 17 (a).
SUMMARY OF POSITION AT THE END OF:
ACCOUNTS
1929 ‘1931 1932 |, 1933 1934
Numberof :Banks . . . . . . . . .. .. ... 17 14 12 1T 11
Branches and Sub-Branches. . . . . . 611 566 499 478 477
ASSETS Markkaa (ooq,ood’s omitted)
r.Cash . . ......... [ 238.4| 2318 2134 | 533.9 | 3993
(a) Gold, silver and small coins . . . . . . - . = — 0.2 .
(b) Inland notes and balances with Central '
Bank . . . .- . .. 0000, 238.4 231.8| 213.4 533.7 .
2. Other Items of a Cash Nature . . . . . . . . 67.5 43.3 32.3 46.6 35.9
3. Bills discounted and bought. . . . . . . .. - 3,356.4 2,395.7{ 1,853.3 | 1,435.5 | 1,387.6
(a) Treasury bills. . . . . . . . . .. .. el — — — —
(b} Commercial bills, Inland. . . . . . . . 3,297.3| 2,273.1| 1,828.5 | 1,355.3 | 1,251.9
(¢) Commercial bills, Foreign . . . . . . . 59.1 122.0{  24.8 80.2 135-7
4. Investments and Securities. . . . . . . . . . 266.1 339.9] 415.7 485.8 893.6
fa) Government . . . ... . . ... ... 31.7 39.2 40.6 84.1 104.8
() Other . . . . . . .. .. ... ... 234.4 300.7| 375.1 401.7 788.8
5. Participations . . . . . . ... ... ... — — . — — —
6. Due from Banks (Correspondents). . . . . . . 236.0 1927 137.4 | 3719 607.3
(a) Athome. . . . .. .. ... .... 61.2§ 16.8 32.4 | 124.7 124.1
(b) Abroad . . . . .. . ... ... ... 174.8 175.9 105.0 247.2 483.2
7. Loansand Advances. . . . . . . ... ... 6,222.8| 6,422.9| 6,366.8 | 6,173.4 | 6,027.6
(a) Oncurrentaccount . . . . . . . . . . 3,586.8] 3,394.9| 3,140.4 | 2,952.4 | 2,776.0
(b) Other. . . . . PR e e e 2,636.0| 3,028.0( 3,226.4.| 3,221.0 | 3,251.6
8. Cover for Acceptances . . . . . .. ... . — - | = | = —
9. Premises, etc. . . . . . . e e e e e ' 262.5|  286.4f 28761 "262.9 | 2519
10. Sundry Assets . . . . . . .. ... .... 243.9 407.3] 203.1 204.3 319.5
1. Total Assets . . . . . ... . ... ..... 10,893.6| 10,319.4| 9,509.6 | 9,604.3 | 9,922.7
. LIABILITIES. ' .
12. Capitalpaiduvp. . . . . . .. . ... ... 1,115.0[ I,II5.5] ¢28.5 14.0 754.8
13. Reserve Funds . . . . . c o e e e e '568.1] * 584.0] '546.2 2341{.2 igi.o
14- Profit-and-Loss Accounts, Dividend Accounts, etc. 240.4]  186.8| 1x41.X | 127.8 125.1
Ig. %heq}[;&Band D(Ea_fts, etc.,din circulation . 169.1 151.3] 116.2 | 131.5 138.2
10. Due to Banks (Correspondents) . . . . . . . . 82. 6. .
(a) Athome. . . . ., . . SRR —4— i ig ? 1—3-2 ] 1&4.1 217.3
- Deg?sigbmad e e e e e e e e e e 482.4 196.2| 132.3 | 184.1 247.3
. R T R T S 7.481.3| 7,378.5! 7,154. ,408. 7.,6063.
{a) Curgent accounts and sight deposits . 1,486,1 1.625.0 Z.egjz Z,;gs.g é gzi.g
?:)) %avmgs ?icco(;lilits . ts e e e e e e e .. 766.7 793.0 786.4 837.8 6’ 8
ime or fixed deposits . . , . . . . . . ,228. .950.5| 4,761. '139.9
o oY) Otherdeposits . .. » 1111 PEELS| 4855 4TOLT | 48944 ) 7
18. Rediscounts and Other Borrowings . . . . . . 0. 87. —
19. Acceptances and Endorsements . | | || . 03] A5 4| 300 | —
20. Tundry.I_la..l?ll.ltxes .............. 307.0 219.6] 176.2 187.7 512.5
21. Total Liabilities . . . . . . . . ... ... 10,893.6( 10,319.41 9,509.6 | 9,604.3 9,922.7
22. Contingent Liabilities. . . . . . . .. . . . 1,078 88 846
23. Val}l e of currency in Swiss francs at the end | 759 e 3| nors . 5199
of each year. . . . . .. ... .. ... 0.I13X 0.087 0.075 0.075 0.067
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FINLAND. _ COMMERCIAL BANKS Table 17 (b).
SUMMARY OF PROFIT-AND-LOSS A
AND DISTRIBUTION OF PROI%%%UNTS
_ FOR THE YEARS :
ACCOUNTS
1929 1931 1932 1933 1934
Number of Banks e v tTe e e e e s 17 14 12 11 II
Markkaa (000,000’s omitted)
Capitalpaidup . . . . . . .. ... ..... I,1x5.0 | 1,115.5 | 9285 014.0 754.8
Reserves and Undivided Profits . . . . . . . . . 606.0 | 633.9 | 589.0 | 5721 | 5110
1. Gross Profits. . . . . . . e e e e . 498.1 | 4311 | 3552 | 317.9 | 298.5
To be deducted ,
- 2. Expenses. . . . . .. . e e e e e e e e 241.6 211.5 | 185.4 170.2 161.9
(a) Salaries,etc. . . . . . . . ... ... 123.6 1113 99.8 98.3 95.1
(b) Other working expenses . . . . . . . . 48.0 43.0 37.0 32.5 32.7
(c) Taxes,etc. . . . « o o & =« v v v . . 70.0 57.2 | .48.6 39.4 34.1
3. Reserved for Pension Funds, etc. . . . . . . . 1.2 2.1 — — . 2.0
4. Written off on (Deprec1at10n Accounts for) 69.6 305.2 97.5 151.5 43.8
. {a) Premises,etc. . .. .. .. ..... 6.6 0.3 0.2 6.9 2.5
(b) Ipvest_ments and securities . . . . . . . 10.2 8.1 3.4 5.5 3.1
(c) Otherassets . .~ . ... ... ... 52.8 296.8 93.9 139.1 38.2
5. Remaining Net Profit or Loss (—). . . . . . . 185.7 | —87.7 | 723 | —3.8 90.8
6. Carried forward from Preceding Year . . . . . 379 55.4 42.8 40.9 30.0
7. Taken from Reserves or Capital. . . . . . e . 14.8 | 205.3 22.3 86.6 3.9
8.. Total Amount disposed of for Dividends, etc.. 238.4 173.0 | 1374 123.7 1247
9. Carried to Reserves . .. . . .. . . . . . . 30.5 94| 1.0 2.2 2.5
10..-Dividends . . . . . . .. ... ... .. 1592 [ 119.7 | 94.8 91.5 85.0
1x. Directors’ Fees,etc. . . . . . . . . . . . . 0.8 0.6 0.3 — —
12. Other Purposes. . . . . . . . . . . . L. 4.7 0.6 0.4 — 0.2
13. Carried forward to Following Year . . . . . . 43.2 42.7 | 409 3o.0 37.0
14. Totalasabove . . . .. . s L ., . .. . .| 2384/| 173.0 ) 1374 | 1237 | 124.7
15. Value of currency in Swiss francs at the end
of each year. . . . . . .. R 0.131 0.087 0.075-| 0.075 0.067

sums shown in group 6(a) of the table represent
— for the years 1929 to 1933 — the remainder
of the item * Inland Correspondents *, plus a
small item, “ Deposit Certificates of Other Banks ”,
shown separately in the official statistics.

The figure shown for 1934 in the Summary
Table is given in the official statistics as a separate
item of sums due from * Domestic credit institu-
tions” (including savings and mortgage banks, etc.),
of which 11.9 millions and 77.2 millions are
described as * Cheque accounts "’ and * Domestic
correspondents > respectively, representing pre-
sumably commercial banks only, the remainder

consisting of loans (5.9 millions), deposit certificates
(4.4 millions), miscellaneous accounts (22.1millions),
and sums due to the two banks in liquidation .
(2.6 millions), for which no detailed specification
is given.

7. Loans and Advances.

Before 1934, the sums shown under (2) were
subdivided into ‘‘ Cash credits ”’, other current
accounts and - Personal accounts ’’, while the

figure for 1934 is given under the heading * Cheque

These sums represent in all cases
The unutilised balances

accounts *’
amounts actually drawn.
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of the total credits opened are shown outside the
balance-sheet under ‘* Contingent liabilities "’ at
the bottom of the Summary Table (item 22).

The composition of 7(b) according to the
character of the cover is shown below :

Markkaa (ooo,000's} | 1929 | T03T | 1932 | 1633 | 1934
Loans and advances .
against :
Mortgages . . .{1,937.7|2,379-4|2,270.6(2,390.4|2,256.4
Bonds and bank .
deposit certifi-
cates . . . . 85.8| 90.5| 653 112.9| 35.I
Shares . . . . . 1,108.5( 930.5| 770.3| 699.7] 644.7
Goods . . . . . 10.8 20.2 16.2 17.3 8.5
Guarantee . . .|1,886.2{1,532.6|1,314.3({1,084.5| 970.6

Single signature . (2,272.6{2,458.6|2,776.4|2,884.4/2,911.3

Total .17,301.6|7,411.8|7,213.1|7,189.2[6,826.6

s Excluding the two banks in liquidation.

10. Sundry Assels.

Markkaa (000,000's} 1929 | 193X | 1932 | 1933 | 1934
Mortgage loans, etc. . . . 5.3 2.6/ 1.0| 18| .,
Interest receivable . . ., .| 92.9| 95.9] 77.1| 66.2] 50.4
Sundries . . .. ..., 145.7|308.8|125.0 |226.3|269.1

Total. . . . . . 243.9|407.3{203-1 |294.3|319.5

In connection with the changes introduced at the
beginning of 1934 in the presentation of the
banking statistics, it is stated that 9z million
markkaa included in sundry assets at the end of
1934 would, under the previous system, have
appeared under home correspondents.

15. Cheques and Drafts in Circulation.

The figures shown represent bank post bills
issued.

16(a). Dueto Banks ai Home (Correspondents).

The item “ Inland correspondents ” of the
Finnish banking statistics prior to 1934 consisted
almost exclusively of current accounts of private
clients of the banks. As the sums due to banks
at home were not shown separately, the whole of
the item * Inland correspondents *’ was included
in the current accounts in the Summary Table
(see note to group 17 below).

For 1934, however, sums due to “ Domestic
credit .institutions " are shown separately,
amounting to 753.9 million markkaa, of which
251.4 millions are cheque accounts and other sight
h_ablht_les, 474.9 millions fixed deposits and other
time liabilities, and 27.6 millions labilities of the
two liquidating banks, for which no subdivision
15 given. But to secure comparability with the
earlier years, and particularly as sums due to
commercial banks are not separated from liabilities
to savings institutions, etc.,, which probably
account for the bulk of these sums {see introduc-
tory note above), they have been grouped under

- Unutilised balances

item 17 in the Summary Table, the first of the
above-mentioned figures being included in 17(a}
and the other two under 17(c).

17. Deposiis.

The current account deposits and the home
correspondents’ accounts forming together item
17(a) of the Summary Table are shown separately
in the following statement, which includes, in
addition, the unutilised balances of the ¢ Cash
credits” and other current account credits accorded
to the clients. .

Markkaa (oco,000's} | 1929 | I93T | 932 | 1933 | I934
Deposits on current |
account . . . .| 724.0] 667.1] 626.0] 756.4{1,273.5
Inland correspon-
dentss, , . . . 762.1| 967.9| 981.2|1,000.4| 2514
Total (item

17{a)) . .|1,486.1(1,635.0|1,607.2(1,765.8| 1,524.9

of credits opened.|1,078.9 819.9

Total (including
credit balances)|z2,565.0|2,623.9|2,453.5|2,781.6(2,344.8

088.9] 846.3]1,015.8

* See note to 16(a) above.

18. Rediscounts and Other Bmowings by the Banks.

Markkaa (000,000’s) 1929 | 1931 1932 1933
Bills re-discounted . . . .| 490.5 | 461.3 | 206.2 | —
Borrowings against security . :

of premises . . . . . ., 4.2 3.5 3.3 0.6
Other borrowings. . . . . 35.6] 22.7| 149 20.4
Total. . , . . 530.3 | 487.5 | 314.4 | 30.0

At the end of 1934, rediscounts were nil. . The
other two items of group 18 appear to have been
included in the Sundry Accounts of group 20 in

1934.
20. Sundry Liabilities,

Markkaa (000,000's) 1929 | 1931 | 1932 | 1933 | 1934
Pension funds . . . , . .| 52.3| 57.x| 53.5] 54.2] s55.5
Unpaid dividends . . . .| z.2| 22| 2.6 18 I8
Interest payable . . . . .| 84.3| 56.4| 44.7] 34.1| 10.1
Bills collected for thin

parties . . . . . . .., 21.7\ 12.7{ 7.7| 70| 5.0
Sundryaccounts , . . . . 146.5] 91.2] 67.7] 00.6|431.1
Total. . . . . 307.0({219.6|176.2|187.7|512.5

Together with the other changes in the bank
statistics effected in 1934, it is stated that 299.9
millions have been transferred from the previous
item “ Home correspondents ** to sundry liabilities
at the end of 1934, which accounts for most of the
Increase in the latter.

22. Contingent Liabilities.

" See note to item 7, above.



I. Gross Profits.

" FINLAND

_Summary of Prolit-and-Loss Accounts.

Markkan {000,000's) 1929 | 193 | ¥932 | T03% | 1934

Net interest and commis-

gsions from - discounts,
lozns and advances. . . |424.2]328.4|269.8(|231.5|195.4

Profit on’ securities and . )

exchange . . . . . . .| 46.3] 65.5| 62.2] 60.6] 66.9

Recovered from  assets
writtenoff . . . . . . 1.8 4.2| 2.3| 40| 4.0
Sundry profits . . . . .| 25.6| 33.0 21.0| 21.8| 32.2
Total. . . . .. |498.1|431.1|355.2|317.9|208.5

In conformity with the banking practice in most
countries, net figures for interest earned are given
above, These figures have been calculated by

83

deducting interest paid shown under expenses in
the official Finnish banking statistics from the total
of the interest earned as given in these statistics.

4. Depreciaiion Accounts.

The amounts included under (¢) in this group of
the Summary Table were written down as follows :

Markkaa (000,000’s) 1929 | 1931 | 1932 | 1033 | 1934
‘Written off on : ;
Disconnts, loans and
advances . . . . . , | 51.9/285.1] go0.2{135.0| 34.4
Assets not specified. . . o9 10.7] 3.7] 4.x|] -3.8
Total, . . . .| 52.8|296.8| 93.9|/130.1] 38.2




FRANCE.

The French banking position remained strained
during 1934-35. Domestic hoarding, the
withdrawal of foreign balances, the use for
consumption purposes of accumulated savings
consequent on the continued deterioration of
economic conditions, and the reduction in the
cash resources of traders due to the accumulation
of blocked balances in clearing accounts! continued
to exercise their depressing influence. Banking
conditions were further aggravated by the efflux
of French capital in the second and fourth quarters
of 1935, the exceptionally large withdrawals of
gold from the Bank of France in May and November
1935, and the consequent hardening of money
rates. Commercial banking developments?* during
this period are illustrated by the movement of
the principal accounts of the four deposit banks —
the Crédit Lyonnais,Comptoir Nationald’Escompte,
Société Générale, and Crédit Industriel et Commer-
cial — which are given below :

Dec. June Dec. June Nov.
End of : 1933 1934 1934 1935 - 1935
Francs (000,000"s)
1. Caskinhand . . . ., . 6,514 6,118 6,394 5,606 5,707
2. Commercial  partfolio
and gnational defence
bonds . . ... ... 19.698 18420 18,162 17854 16,425
3. Comrespondents and deb-
torson currentacoount . 8,253 8,063  S,000 2,762 7,787
4. Advances ., , ., . .. 1,250 I,354 1,347 1,401 1,326
5. Deposits , . . . . .. 32,635 30819 30,043 29,521 28,110
Of which : '
(a) Sight deposits . (13,827) (13,204) (r2,979) {12,339) (11,767)
fb) Current account
debtors . . . (17,046} {16,711} (17,060} (16,436} (15,630}
fc) Fixed deposits . (862) (904) {904} (766) (704)
6. Acceptances . . . . , 273 208 193 312 329

The fall in the deposits of the four leading banks
from 32.8 milliard francs at the end of January
1934 to 30.4 milliards at the end of March 1934
which followed the stabilisation of the U.S. dollar
and the political disturbances of February ‘was
almost made up in the course of the next six
months, deposits rising gradually to 32.5 milliard
francs at the end of September 1934. Withdrawals,
however, were resumed in October and became
considerable during the Cabinet crisis of November.
In the latter month alone, the deposits of the
four big banks fell by 1.7 milliard francs. Though

deposits began to recover in the course of the next
month, the end-of-the-year position of the banks
discloses a net decline of 1.# milliard francs over
the previous year. During 1934, deposits with
2T banks ? other than the four large éablissements

. de crédit fell by 1 milliard francs from 20.7 to

19.7 milliards. The extent to which the decline
in deposits during 1934 represents the continuation
of the hoarding tendencies'4 of previous years is
suggested by the available data on the composition
of the-note circulation and of gold movements.
Of the increase of 2.3 milliard francs in the total
note and subsidiary coin circulation’ during that
year, 1.5 milliard francs was on account of the rise
in the issue of 1,000-franc notes, the medium meost
frequently used for hoarding purposes. During
1934 there was a net export of gold amounting
to 6,228 million francs, and at the same time the
gold reserves of the Bank of France rose by 5,025
millions, mainly as a result of purchases from
earmarked gold in France. The British Exchange
Equalisation Fund is estimated 3 to have sold
some 47,500 to 8,000 million francs’ worth of such
gold, and to this should be added some hundreds
of millions of earmarked gold sold by the central
banks of the gold-bloc countries, thus bringing
the total of gold acquired by the Bank of France
to some 8,000 to 8,500 million francs. The difference
between this total and the actual increase in the
reserves of the central bank, some 3,500 millions,
should represent the amount of gold withdrawn
from the Bank of France for hoarding, for arbitrage
transactions or for the account of the central
banks. The difference between total net exports
during the year and the amount withdrawn from
the Bank of France for hoarding or arbitrage
transactions, some 2,500 million francs, presumably
represents the amount taken from private gold
hcards in France and exported abroad, particularly
to London, for safe custody.

While the movement of deposits in the course
of 1934 appears to have been influenced mainly
by internal political factors, deposit withdrawals
during 1935 seem to have been chiefly actuated
by fears relating to the stability of the franc. -

! These blocked balances are significant in that they affect the cash resources of industrialists or traders which are

kept in current account with the banks.
countries which remained to be settled at

Balances to the credit of French exporters in the clearing accounts of thirteen
the end of December 1934 amounted to 79z2.4 million francs and represented

30% of total exports to those countries during that year. Despite great efiorts to speed up their settlement, arrears
still remain very high ; on April 1st, 1935, they stood at 700 million francs. .
..} During 1934 ten provincial banks failed, five local banks effected increases in their capital, and six new banking
institutions were established with an aggregate capital of 1 3.3 million francs,

* Pierre DIETERLIN : * Les Banques * in Revue d'Economie Politigue, May-June 1935, page 702.

4 The part played by the withdrawal of foreign balances in the first quarter of 1934 was described on pages 35-37
of Commercial Banks, 1929-1934. Capital exports on French account are estimated at 5-6 milliard francs for 1934 in

Revue d’'Economie Politique, May- June, 1935, page 662.

* Leonard RisT and Philippe Scuwos : * La Balance des Comptes ", in Revue 4’ Economie Politique, May-June, page 627,
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The decline in deposits set in during April 1935 —
that is, immediately after the devaluation of the
belga — and was followed by large gold withdrawals
fromw the Bank of France up to June. Total
deposits with the four big deposit banks, which
had risen from 30.9 milliard francs at the end of
1934 to 3I.7 milliards at the end of March 1935,
fell suddenly to 30.z milliards during April, and
this decline continued gradually up to the end of
August, when they stood at 28.6 milliards. The
gold reserve of the Bank of France, which had
dropped from 82.6 to 71 milliards from between
the end of March and the end of June, recovered
subsequently to 42 milliards by the end of October.
A slight recovery in deposits also occurred during
September and October, when total deposits of the
* big four ” rose to 28.7 and 28.8 milliard francs
respectively ; but withdrawals both of commercial
bank deposits and gold were resumed in November,
coinciding in time with renewed activity in the
financial market in New York. By the end of
December, the gold reserve of the Bank of France
stood at 66.3 milliard francs {end of January
1936, 65.2 milliards) and total deposits of the four
leading commercial banks at 27.6 milliards.

The withdrawal of deposits and the decline in
the gold reserves of the Bank of France during 1935
appear to have been due principally to the outflow
of French capital, and only in small part to increased

domestic hoarding. During the first eléven months .

of 1935, the Bank of France lost, on balance,
15.9 milliard francs of gold, and French net gold
exports amounted to some 1T milliard francs. As
foreign balances in France are too insignificant !
to explain the large movements of deposits and
gold, it may be presumed that a considerable part
of the gold withdrawals and exports were on account
of the exodus of French capital and of the increase
in the stocks of private gold hoards. Some of
the gold exports were no doubt due to that part
of the deficit in the French balance of trade which
was not settled out of invisible exports. Private
gold hoards are estimated * to have risen by 2 mil-
liard francs during 1935. The fresh hoarding of
notes appears fo have ceased, and there are
indications that a contrary movement set in
during 1935. The note circulation of the Bank
of France, which in the past had not been influenced
by the gold losses of the Bank, showed a decided
decline during 1935, the total circulation falling
by 2.3 milliard francs by comparison with the end
of the previous year. Of this total decline, about
1 milliard francs is on account of I,000-franc

. notes,

1 Annual report of the Bank of France for 1935.

Deposits with the Caisse Nationale d’Epargne
and the ordinary savings banks, which had increased
without interruption since 1916, alse became
affected in 1933. - During that year, withdrawals
exceeded fresh deposits with these institutions by
103 million francs. During 1934, this excess rose
to 695 millions, and it would appear to have risen
further during 1935, for which year, however,
complete data are not yet available. If in spite
of these excess withdrawals the total amount to
the credit of depositors as shown below was almost
2 milliard francs larger at the end of October 1935
than at the end of December 1930, this is accounted
for by the accumulation of interest amounting
to 1,950 million francs in 1934.

Dec. June  Dec. June Oct,
Eodof : 1933 1934 1934 033 1935

. Francs {000,000's)

1. Caisse Nationale
t_:l'Epargn_e ..... 24,120 23,794 24,606 24,062 25019
2. Privatesavingsbanks . 35.364 34,770 36,040 36445 36,386
Total .. ... 59,484 38,864 60,236 61,407 61,405
The withdrawal of deposits caused large

reductions, principally in the bill portfolioc and cash
reserves, in the case of the leading deposit banks,
and a contraction of cash reserves, investments,
and loans and advances, in the case of the two
important banques d'affaires. During 1934, the
total bill holdings of the four leading deposit
banks declined by 1,536 million francs, and fell
by another 1,737 millions in the first eleven months
of 1935. The contraction of the bill portfolio was
due, as in previous years, chiefly to commercial
bills, Treasury bill holdings apparently remaining
relatively constant.? Loans on correspondent or
debtor account, which may be largely immobilised,
have shown a comparatively small downward
movement during the period under review, while
guaranteed advances and contango loans of the
five big deposit banks have risen steadily from

"1,058 million francs at the end of November 1932

to 1,326 millions at the end of November 1935.
The cash assets of the leading deposit banks, after
falling by 1,631 million francs during the political
disturbances of February 1934, were replenished
in the course of the next eight months, rising to
8,120 millions at the end of October 1934. Since
that date, apart from seasonal variations, they
have tended to decline, in spite of a very large
increase in borrowings at the Bank of France.
At the end of November 19335, the ratio of cash
to total deposits stood at 20.3 %, as against 23.3 %
a year earlier. The decline in the deposits of the
two largest bangues d'affaires — the Banque de
Paris et des Pays-Bas and the Banque de 1'Union

* The Treasury bill holdings of the big four deposit banks at the end of 1934 are estimated (Pierre Du;‘mm.m, op. f:‘t.,
page 691) at 13 to 14 milliard francs, which would imply that commercial bills amounted to 3 to 4 milliards, as against

some 6 milliards in the previous year,
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" Parisienne, amounting to 474 million francs during
1934, ! was accompanied (see adjoining Table 8(2)
IL, on page 40} by a contraction of investments
and participations, loans and advances, cash assets
and bill holdings amounting to 153, I5I, I43 a:nd
g7 million francs respectively. The heavy decline
in investments and participations is entirely due
to the extensive reorganisation of the Banque de
I'Union Parisienne, ® which applied 100 million
francs of its own capital to the writing-down of
the value of its assets. The general revision of
assets carried out by other banks out of their
hidden reserves in the last few years was continued
during 1934, and their reports state that the
securities held had, by the end of 1934, been
written down to their market or realisation value.

The strain put on the banking and monetary
structure of France by the outward movement of
capital, which set in after the devaluation of the
belga in March 1935, is brought out more fully
by the accounts of the Bank of France, whose
weekly returns are summarised below :

Dec. June Dec. June Dec.
Endof: 1933 1934 1934 1935 1935
Francs (000,000's)
1.Gold . ........ 77,098 79,548 82,124 Jr017 66,296
2. Sight balances abroad,
foreign bills and other
short-term foreign assets 1,157 I,I57 063 1,210 1,319
3. Domestic bill portfolic . 4,739 4,386 3,971 8,021 0,712
4. Advances on securities . 2,921 3,076 3,211 3,277 3,253
5. Advances on short-term ’
Government securities , — —_ —_ 735 573
6. Negotiable securities of
the Caisse awdonome
damortissement . . . . 6,122 5,929 5,837 5,805 5,800
7- Notes in circulation . . 82,613 82,057 83,412 82,099 81,150
8. Other sight liabilities . 15,736 18,750 19,076 13,951 11,578
Of which ;
{a) On Treasury ac-
count . . {261) (356}  (962)  (166) (64
i) On caisse aulo-
nome account. (2,06r) (3,035) (2,755) (2,816} (2,797)
fc) On private ac-
count . . . . (13,193) (14,951} (15,700) (r0.721) (8,497)

The gold reserve, which, in the course of 1934,
had risen by some 3 milliard francs, fell gradually
to 79.8 milliards on May 17th, 1935. In the three
weeks ending June 7th, gold withdrawals took

* For these two banks only annual figures are available,

* See Commercial Banks, 1929-1934, pages 37-38.

FRANCE

alarming proportions and amounted to g.I milliards,
losses on certain days during May exceeding 1
milliard francs per day. In the next five months
there was an increase of over 1 milliard francs,
but withdrawals were resumed on a heavy scale
during November, and between October 30th and
December 6th the Bank of France lost a further
6.1 milliards of gold. Most of the gold withdrawn
from the Bank of France in the second and last
quarters of 1935 was sent abroad, principally to
the US.A. and the United Kingdom.? The
extent to which these withdrawals were financed
out of funds deposited with credit institutions, and
the consequent strain on these establishments, is
brought out by the decline in the sight liabilities
on private account of the Bank of France, mainly
bankers’ balances. Private balances with ‘the
central bank fell from 14.9 milliard francs at the
end of April to I1.1 milliards on June 7th, 1935,
and the fall continued, though at a much slower .
pace, during the next five months. They recovered
to 11.3 milliards by November z2nd, but in the
following two weeks declined again to 8.6 milliards.
At the end of 1935 they were 6.6 milliard francs
less than at the end of the preceding year.
Moreover, the commercial banks were driven to
borrow very heavily at the Bank of France. The
latter’s bill portfolio, which, on January 4th, 1935,

- stood at only 3.3 milliard francs and remained

below 4 milliards until May 17th, rose to 8.1
milliards in the three weeks ending June #th. It
fell gradually to 6 milliards by the middle of
-August, thereafter rising steadily to 8 milliards -
on November 1s5th. In the last two weeks of
November, the bill portfolio shot up to nearly
11 milliard francs. Since the stabilisation of the
franc, this level had never been reached, except in
October 1931, when the Bank of France granted
a large temporary loan to the Bank of England.
+ The advances of the Bank of France also rose during
this peried. Advances on securities, which have
been on the increase throughout the depression,

* The gold movements in and out of France during 1934-35 and their origin or destination may be seen from the
following quarterly figures — monthly figures for October and November — compiled from the Federal Reserve Bulletin :

e Total net
Millions of U.S. § of All other  imports o
. T
old gold content US.A. U.K Belgium  Netherlands Switzerland countres net exports
s =)
1934 © —_142.0 -— 2077.7 — 10.4 44-3 4.0 B1, — 240.
i ¢ — 100.1 — 101.8 — 0 44-3 — 4.0 3.3 —-3183
WeVI L7 . . s .. — 51 — 8.8 — 6.4 0.6 33.7 7.3 21.2
VIFIX .. L L. L. ., — 2.5 6.4 —_ 03 — o.x —1I5.2 1.7 — I0.I
X-KIT . v i e s . — 34.2 — 13.6 — 37 - 0.5 - 0.6 49.5 ~ 3.0
1-m 1933 3.
B L — 38.4 12.X —-— 43 —_ —12.% 14.9 - 3.3
‘:l\;-[vxl ......... — 194.6 —_ 743 —113.3 1.1 90X 1.6 — 289.¢
IR —_ 13.7 0.3 15.4 14.8- — LI 22.8 384
LR — 92,8 — 0. 2.7 3.1 -— 0.7 472 — 40,6
......... —_— 524 — By — 49 -— 6.6 0.7 30.5 T e—I41.2

1t should be noted that the greater part of the gold imported into France in the last
from countries other than those for which separate figures gre g

_ . quarter of 1934 and during 1933
Iven represents imports from Italy.



FRANCE 87

continued to rise during 1935. As from February
21st, the Bank of France consented to grant loans
for a maximum period of thirty days against
public securities with a maturity not exceeding two
years at a rate lower than that charged for ordinary
advances on securities. This represents a new
departure ! in the credit policy of the Bank, which
may be of great significance for the Paris money
market. Though still in its experimental stage,
this new implement enabled the Bank of France,
during the May. and November crises, to extend
to the market supplementary credits of about
I milliard francs. )

Money rates during this period of strained
conditions in the money market and in the position
of the commercial banks ruled very high. The
exodus of capital and gold withdrawals obliged the
Bank of France fo alter its discount rates eleven
times in the course of the year. The bank rate,
which had been maintained at 24 % since May 31st,
1934, was raised to 3% on May 2314, 1935, 4% on
May 25th, and 6 % on May 28th. From June zoth
toc August 8th, the bank rate was successively
reduced to 3%. Ithad to be raised again, however,
to 49 on November 14th, 59 on November 21st,
and 69% on November 25th, at which rate it
_ remained till the last week of the year, when it
was brought down to 5%. The effect of these
movements in the bank rate on money rates may
be seén from the following table :

March  June September Dacember
Per cent,

Bankrate . . . . . {1935 2.50 6and 5 3.00 6 andgy
_ } 1934 300 250 2.530 2.50
Treasury bill dis- { 1935 2.02 534 280 .96
count rate, . 1934 3.I7 1.91 1.19 1.48
‘Private discount rate { 1935 2.13  35.59 2.92 5.91
(fine bills) v+ . -11934-2.88 216 163 30
Yield of 3% vemes . | 1935 490 379 387 418
3% ’1934 436 387 420 382

The Government was particularly affected by the
hardening of money rates, its total indebtedness,
exclusive of its foreign commercial debt and the
deb't of the P.T.T., showing the following movement
during 1934-35 :

Dec. 31st, Aug. 315t, Dec. 31s5t, Aug. 31st,

1933 1934 1934 1935
Francs (ooo0,000's)

Consolidated debt :
Perpetual . . . . 52,134 351,033 51,640 50,962
Amortisable . . . 185,457 178,884 106,192 182,934

Medium- and short-

teem . ., .. . 16,523 22,302 24,639 31,083
Floating debt 49,424  53.929 49,909 55,854
Total. . . . 303,537 307,048 322,380 320,833

The cash position of the Treasury induced the
Government to raise the upper limit of Treasury
bill issues from 10 to 15 milliard francs, as from
January 31st, 1935. Issues increased gradually
from 9.7 milliard francs in January to 14.6 milliards
in August. '

Balance-sheet Summary.

T and 2. Cash Assels, etc.

The amounts given under item 2z for deposit
banks in 1931-1934 and.for investment banks
throughout consist chiefly of balances with banks
and sums due from correspondents ; they also
include small amounts of coupons due for payment.

3. Bills discounted and bought.
The sums in this group of the Summary Tables

include chiefly Treasury bills (Bons de la Défense

nationale).

4. Loans and Advances.
Current accounts include correspondents. In

the case of banks which do not show cover for
acceptances as a separate item, an amount
equivalent to their acceptances has been deducted
from current accounts and carried to group 8 of
the Summary Table. The other loans and advances
(7b) consist of guaranteed advances (avances sur
garanties) and contangos (reporis).

17. Deposits.

Current and cheque accounts (174) also include
correspondent accounts. The sums given under
“ other deposits”’ (174) represent *‘accounts
payable after collection”, etc.,, where shown
separately.

1 Another step, though less significant, should also be noted. This was the Agreement of Avgust 15th, 1935, between
the Government and the Bank of France, whereby the latter consented to assist the financing of the grain harvest by
rediscounting warrants that co-operatives or agriculturists have received from the Caisses agricoles and which have

already been discounted.



Table 18 (a) L

FRANCE. PRINCIPAL DEPOSIT BANKS
SUMMARY OF POSITION AT THE END OF :
ACCOUNTS 3
1929 1931 1932 1933 1934
Numberof:Banks . . - - + « « ¢ o o« s o« + & 6 6 -6 6 6
Branches and Sub-Branches . . . . . 2,069 | 2,202 [ 2,161 | 2,127 2,111
ASSETS. Francs (qoo,ooo's omitted)
I. Cash. . . . . ¢« . ¢ v o v v v s s e e e 11,759 9,666 6,387 6,422
(a) Gold, silver and small coins . . . . . . — — — —
(b) Inland notes and balances with Ceatral ) 6,422
Bank . . . . . . . 0 — —_ — —
2. Other Items of a Cash Nature . . . . . . . . 1,584 | 1,527 | 1,463 | 1372
3. Bills discounted and bought . . . . . . . .. 25,007 | 20,911 | 25,425 | 22,957 | 21,209
(a) Treasury bills . . . . . . . . . . .. — — —_ — —
(b) Commercial bills, Inland . . . . . .. — — — - —
(c) Commercial bills, Foreign . . . . . . . —_ — — — —
4. Investments and Securities. . . . . . . . .. 135 182 126 134 132
(a) Government . . . . . . . . . . . .. — — — — —
(b)Other. . . . . ... ... ... .. — — — —_ —
5. Participations . . . . . . . . . . .. . . 138 177 150 151 153 -
6. Due from Banks (Correspondents). . . . . . . — — — — —
(a) Athome. . . . . . ... ... ... — —_ _— —_ —
(b) Abroad . . . . . . . .. ... ... e — — —
7. Loansand Advances . . . . . . . . . . .. 13,966 | 13,473 | 10,206 | 10,890 | 10,788
(a} On currentaccount . . . . . . . . . . 10,833 | 11,811 8,664 9,110 8,93r
(b)Other . . . . . . . .. .. .. ... 3,133 1,662 I,542 1,780 1,857
8. Cover for Acceptances. . . . . . . . . . .. 1,742 | 718 357 350 259
9. Premises,etc. . . . . . . ... ... .. 260 297 187 202 206
10. Sundry Assets . . . . . . . . . ... ... 189 159 132 143 186
II. TotalAssets . . . . .. .. ... ... .. 48,759 | 49,260 | 47,776 | 42,677 | 40,727
L1ABILITIES. _
12. Capital paidup. . . . . . . . . ... ... 1,643 1,383 | 1,490 I,40I | 1I,49I
13. ReserveFunds . . . . . . . ... ... .. 1,897 1,884 { 1,897 1,905 I1,9I0
14. Profit-and-Loss Accounts, Undivided Profits, etc. 379 305 295 202 291
15. Cheques and Drafts, etc., in circulation . . . . — — — — —
16. Due to Banks (Correspondents) . . . . . . . . — — — — -—
(a) Athome. . . . . . ... ... ... — — — — —
D (b) Abroad . . . . . ... . ... ... — — —_ — —
7. Deposits. . . . ... ... ... ... 42,608 | 44,568 | 43,385 | 38,310 | 36,46
(a) Cun:ent accounts and sight deposits. . . | 39,502 | 41,800 | 40,886 | 36,340 34,65?
(b) Savingsaccounts . . . . . ... ... — — — — —
{¢) Time or flxefi deposits. . . . . . . .. 2,890 2,500 2,292 1,780 1,631
(d) Otherdeposits . . . . . .. ... .. 216 268 207 190 181
18. lzedjscounts and Other Borrowings . . . . . . —_ — — -— _
19. Acceptances and Endorsements. . . . . . . . 1,742 718 357 350 259
20. Sundry .Lla'.l?l]:ltles ............. 490 402 352 329 309
21. Total Liabilities . . . . .. ... ..... 48,759 | 49,260 | 47,776 | 42,677 | 40,727
22. Value of currency in Swiss francs at the end
ofeachyear . . . . . . ... ...... 0.203 | 0.203 | 0.203 | 0.203 0.203
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Table 18 (a) II.

. ACCOUNTS

SUMMARY OF POSITION AT THE END OF :

each year

1929 1931 1932 1933 1934
NumberofBanks . . . . . . . . ... . ... 3 3 2 2 2
ASSEI‘S Francs {00o,000's omitted)
1. Cash . . . . . .0 o oL o0l e e 414 543 602 545 402
(a) Gold, silver and small colns . . . . . . — — —_ — —
(b) 1Ignlalr\ld notes and balances with Central
2 1 — — — — —
2. Other Items of a Cash Nature . . . . . . .. 660 420 364 268 185
3. Bills discounted and bought ... . . . . . .. 1,678 1,383 1,611 1,080 983
(a) Treasury bills. . . . . . . . .. . .. — — —
(b) Commercial bills, Inland , . . . . . . . — — — — —_
(¢) Commercial bills, Foreign . . . . . . . — — — —
4. Investments-and Securities. . . . . . . . . . 6oz 793 761 702 6o7
(a) Government e e e e bt e e e — — — —
(b) Other . . . . . . . . . .. ... .. —_ — — — —
5. Participations . . . . . . . .. ... ... 297 269 270 244 185
6. Due from Banks (Correspondents). . . . . . . — — — —
(a) Athome. ., . . . . . . .. e e e e — — — — —
~ (b) Abrcad . . . .. ... ... ... — — —
7. Loansand Advances . . . . . . .. .. .. 2,855 1,310 947 I,I141 [ I,039
(a) Oncurrentaccount . . . . . . . . . . 2,683 1,291 939 1,097 | 1,013
_ () Other . . . . . . . . ... ... .. 172 19 8 44 26
8. Cover for Acceptances. . . . . . . . . . .. 217 207 92 60 46
9. Premises, etc. . . . . . . . . . .. ... - 67 72 79 79 79
10. Sundry Assets . . . . . . . . .. .0 75 92 105 112 104
Ir. TotalAssets . . . . . . . . .« . . . o . - 6,864 | 5089 ! 4,831 | 4,231 } 3,630
LIABILITIES.
12. Capital paidup. . . . . . e e e e e e e e 600 6oo €oo 600 500
I3. Reserve Funds . . . « . . + o v« v o v o s 421 433 418 292 318
14. Profit-and-Loss Accounts, Undivided Profits, etc. 158 II0 50 36 6
15. Cheques and Drafts, etc., in circulation . . . . 397 206 100 112 96
16. Due to Banks (Correspondents) ........ — — — —
(a¢) Athome. . . . . . . . .. .. ... — — - - —
(b) Abroad . : . . . . . . o . — — — —
17. Deposits . . . . . . . . . ... . 4,917 3,442 3,472 3,023 | 2,549
(a) Current accounts and 51ght dep031ts 2,823 2,228 2,448 1,747 | 1.544
(b) Savingsaccounts . . . . . . . . . . . — — — — —
(c) Time or fixed deposits. . .-. . . . . . 2,029 | I,164 976 1,221 912
(@) Other deposits . . . . . . . . . ... 65 50 48 55 93
18. Rediscounts and Other Borrowings . . . . . . —_ — — — —
19. Acceptances and Endorsements. . . . . . . . 217 207 92 6o 46
20. Sundry Liabilities . . . . . . . . . . - .. 154 of 99 108 115
2x. Total Liabilities . . . . . . . . -« « - - . 6,864 | 5,089 | 4,831 4,231 | 3,630
22. Value of currency in Swiss francs at the end of )
................ 0.203 | 0.203 | 0.203 | 0.203 | 0.203
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PRINCIPAL COMMERCIAL BANKS

I11.
FRANCE. Table 18 ( a)
SUMMARY OF POSITION AT THE END OF ;
”»
ACCOUNTS . ' ) P
1929 1931 1932 1933 1934
Numberof:Banks . . . . . . . . . . . . ... 9 9 8 81 8
", Branches and Sub-Branches . . . . . 2,069 | 2,202 2,161 2,127 2,III
ASSETS. Francs {000,000’s omitted)
r.Cash . . . . . .. ... .00 . 12,302 | 10,268 6,932 |- 6,824
(a) Gold, silver and smallcoins . . . . . . — — — —
(b) Inland notes and balances with Central ; 7,496
Bank . . . . .. .. 00000 —. - | - —
2, Other Items of a Cash Nature . . . . . . . . \ 2,004 1,891 L,73 | 1,557
3. Bills discounted and bought . . . . . . . .. 27,585 | 22,294 | 27,036 | 24,037 | 22,192
(a) Treasury bills. . . . . . . ... ... — — — T —
(b) Commercial bills, Inland. . . . . . . . — — — — —
(c¢) Commercial bills, Foreign . . . . . . . — — — - — ,
4. Investments and Securities. . . . . . . . . . 736 975 88y 836 739
(a) Government . . . . . ... ... T — ~— — — —
(b)Other. . . . ... .. ... .... — — — . — —
5. Participations . . . . .. .. .. .. ... 435 446 420 305 338
~ 6. Due from Banks (Correspondents). . . . . . . — — — . —
(a) Athome. . . . . . . ... ... .. — — — — —
() Abroad . . . . . . . ... ... o — — — — —
7- Loansand Advances . . . . . ... ... .| 16821 | 14,783 | 11,153 | 12,031 | 11,827
{a) On current account . . . . . . .. . . 13,516 | 13,102 9,603 | 10,207 9.944
(b) Other. .". . . . . ... e e e e e 3,305 | 1,681 1,550 1,824 1,883
8. Cover for Acceptances. . . . . .. ... .. 1,959 925 449 410 305
Q. Premises,etc. . . . . . . . .. e e e e 327 369 266 281 285
10. Sundry Assets . . . . . .. .. ... ... 264 251 237 255 290
11 Total Assets . . . . . . . . e e e e 55,623 | 54,349 | 52,607 | 46,908 | 44,357
) LIABILITIES. _
12. Capitalpaidup. . . . . . . ... ..... 2,243 1,083 | 2,090 | 2,09T | 1,991
13. Reserve Funds . . . . . . ... ... ... 2,318 2,317 2,315 | 2,197 2,228
14. Profit-and-Loss Accounts, Undivided Profits, etc. 537 415 345 . 328 297
15.  Cheques and Drafts, etc., in circulation. . . . 397 206 100 II2 g6
_I6. Due to Banks (Correspondents). . . . . . .. — — — — -
(a) Athome. . . . . . . ... ..... — — — — —
(b) Abroad . . . . . ... .. ..... — —_ —_ — —_
17.Deposits . . . . ... ... ... 47,525 | 48,010 | 46,857 | 41,333 | 39,016
{a) Current accounts and sight deposits. . . | 42,325 | 44,028 . 43,334 | 38,087 32,199
(b) Savingsaccounts . . . . . .. .. .. — —_ — — —.
(¢) Time or ﬁxegl deposits . ., . . . . .. 4,919 3,664 3,268 3,001 2,543
(d) Otherdeposits . . . . .. ... .. . 281 318 255 245 274
18. Xedlscounts and Other Borrowings . . . . . . — — — — —
I9. Acceptances and Endorsements. . . , . . . . 1,959 925 10 305 °
20. Sundry 'Lufb_llities. ............. 644 493 igg 137 422
2. Total Liabilities. . . . . . .. ... ... . 55,623 | 54,349 | 52,607 | 46,908 | 44,357
22. Value of currency in Swiss francs at the end of -
eachyear. . . . . ., ... ... ... . 0.203 | 0.203 | 0.203 | 0.203 0.203
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FRANCE. PRINCIPAL DEPOSIT BANKS ~ Table 18 (b) 1.
- SUMMARY OF PROFIT-AND-LOSS A.CCOUNTS
i - : : AND DISTRIBUTION OF PROFITS
ACCOUNTS FOR THE YEARS:
1929 1931 1932 1933 [ 1934
NumberofBanks . . . . . . . .. ... ... 6 6 5 | 6 6
Francs {000,000 t.mlii-:'ted) )
Capital paid up. . <.« « v« v = v o 0w « - - ... | 1,643 | 1702 | 1,490 1,491 | 1,491
Reserves and Undivided Profits . . . . . . . . . 1,949 2,213 1,329 11332 I:ggo
I. GrossProfits. . . . . . . . . . .. e e e
To be deducted :
2. Expenses. . . . . . . ... 00000,
(a) Salaries,etc. . . . . . .. ... 0.
(b) Other working expenses . . . . . . ...
(c) Taxes,etc. . . . . . . . .. e e e
3. Reserved for Pension Funds, etc, . . . . . . .
4. Written off on (Depreciation Accounts for). . .
(a) Premises,ete.. . . . . . . . ... ..
(b) Investments and securities. . . . . . .
(¢) Otherassets . . . . .. .. . ...
5. Remaining Net Profitof Loss . . . . . . . . 3164 | —266.7| 2169 | 2177 | 2137
6. Carried forward from preceding year. . . . . . 51.6 69.2 69.9 66.3 69.7
. Taken from Reserves or Capital. . . . . . .. — 494. — —_ —
8. Total Amount diéposed of for Dividends, etc.. . 368.0 297.2| 286.8 | 284.0 | 2834
9. Carried toReserves . . . . . . . . . . ... 22.1 13.8 94| 47 2.3
10.-Dividends . . . . . . . . . . .o ... 271.6 206.00 2048 | 203. 204.0
11. Directors’ Fees, etc. . . . . . e e e e e e 13.2 7.5 6.3 5.9 5.6
12, Carried forward to following year. . . . . . . 6r.x 69.9] 66.3 69.7 66.5
13. Totalasabove . . . . .- « « . o o . . .. 368.0 | 297.2] 286.8 | 284.0 | 2834
14. Value of currency in Swiss francs at the end of
eachyear. . . . . . . . « . o ¢ o o .. 0.203 0.203 | 0.203 0.203 0.203

Summary of Profit-and-Loss Accounts,

No profit-and-loss accounts were published for
the Banque nationale pour le Commerce et I'Indus-
trie until the end of 1933. Summary Table 8 (31
therefore covers only five deposit banks for 1932.

-Most of the deposit banks show their net profits
only after deduction of working expenses, deprecia-
tion, provision for doubtful claims, allocations to
staff funds, and sometimes even directors’ fees.

* This policy obviously allows the directors to make

whatever statement of net profits they wish and
facilitates the setting aside of hidden reserves.

The investment banks. publish more or less
detailed profit-ard-loss accounts. No statement
was published relating to the Crédit Mobilier Fran-
¢ais in 1931. Figures are accordingly not given
in Summary Table 8 (&) II for that year.
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FRANCE. »  PRINCIPAL INVESTMENT BANKS Table 18 (&) 1l.
SUMMARY OF PROFIT-AND-LOSS ACCOUNTS
AND DISTRIBUTION OF PROFITS -
FOR THE YEARS : -
ACCOUNTS .
1929 1930 1932 1933 | " 1934
NumberofBanks. . . . . . . . . . . .« .. . 3 3 2 2 2
Francs (0o00,000’s omitted) '
Capital paidup. . . . . . . « . . . . - . . .. 600 600 6oo 6oo | 500
Reserves and Undivided Profits . . . . . . . . . 465 477 437 437 323
I Gross ProfitS . . . v o v o o o 2460 | 2512 | 1466 | 1288 98.9
To be deducted : :
2. Expenses . . . . . ... .00, 117.0 125.0 102.I 93.9 86.9
(a) Salaries,etc. . . . . . . .. . . ... ) _ 8« 8. _
(b) Other working expenses . . . . . . . . 92.2 94-4. 52 759 727
- (¢) Taxes,etc . . . . . . . . . ... .. 24.8 28.6 16.9 15.0 14.2
3. Reserved for Pension Funds etc. . . . .. .. 2.6 4.8 4.9 4.3 4.3
4. Written off on (Depreciation Accounts for) 10.5 | - II.3 8.1 I41.5 6.6
(a) Premises,etc. . . . . . ... ... .. — — — — —
(b5) Investments and securities. . . . . . . — — — - —
(c) Otherassets . . . . . . . .. .. . — — — — —-
5. Remaining Net Profitor Loss . . . . . . . . 115.9 110.1 31,5 | —110.9 1.1
6. Carried forward from preceding year. . . . . . 44.1 49.T 18.5 18.4 5.2
7. Taken from Reserves or Capital. . . . . . . . — - — 12861 —
8. Total Amount disposed of for Dividends, etc. . . 160.0 | 159.2 50.0 36.1 6.3
9. CarriedtoReserves . . . . . . . . . .. .. 8.1 8.3 16| " o8 —
10. Dividends . . . . . . . . ... ... ... g6.0 95.0 30.0 30.0 —
11. Directors’ Fees,etc.. . . . . . . . .. ... 6.8 6.3 — —_ | —
12. Carried forward to followingyear . . . . . . . 49.T 49.6 184 | 5-3 6.3
13. Total as above . . e e e e . 160.0 159.2 50.0 36.1 6.3
14. Value of currency in Swiss francs at the end of ‘
eachyear . . . . . ... ... ... .. 0.203 | 0.203 0.203 | 0.203 0.203

* Profit-and-loss account for Crédit Mobilier Frangais not available.

T and 2. Gross Profits and Expendituré.

5. Net Profit or Loss.

The figures for salaries and other working

expenditure shown in the table of investment

banks include a large proportion of the fees and
remunerations of directors.

3. Reserved for Pension Funds, elc.

The sums given in the investment bank table
refer solely to the Banque de Paris et des Pays-Bas.

4. Depreciation.

Including sums used in or reserved for bulldmg
and construction purposes.

The figures in Tables 8 () I and III for 1931 are
chiefly affected by inclusion of the net disclosed
loss of the Banque nationale de Crédit, amounting
to 300 million francs. This loss was covered out
of capital, reserves and undivided profits, which
are included in the figures given at the top of those
tables for 1931.-

The capital and reserves (114 million francs) of
the Crédit Mobilier Francais are also included in
the figures shown at the tcp of 8 (5) III in 1937,
although no profit-and-loss accounts of the bank
were published for that year.
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FRANCE. - PRINCIPAL COMMERCIAL BANKS - Table 18 (5) IlI.
SUMMARY OF PROFIT-AND.LOSS ACCOUNTS
N OF PROFI
4 ACCOUNTS . FOR THE YEARS :ROF 18
1+ ! 1929 1931 1932 1033 1934
Number of Banks. . . . . . e e s v e e 9 9 7 8 8
Francs (000,000’s omitted) ‘
Capital paidwp. . . . . . . .. ... .. ... 2,244 2,302 | 2,090 | 2,09I 1,991
Reserves and Undivided Profits . . . . . . . . . 2,414 2,502 | 2,406 2,409 2,303
L. Gross Profits. . . . . . .. .. ... ... '
To be deducted :
2. Expenses . . . .. ... ... 000,
(a) Salaries,etc. . . . . . . . ... ... !
(b) Other working expenses . . . . . . . .
{c) Taxes,etc.. . . . . . .. ... ...
3. Reserved for Pension Funds, etc. . . . . . . .
4. Written off on (Depreciation Accounts for). . .
(a) Premises,etc.. . . . . . . . . .. L .
(b) Investments and securities. . . . ., . .
(¢) Otherassets . . . . . . .. .. ...
5. Remaining Net Profitor Loss . . . . . . . . 432.3 | — 2598 2484 106.8 214.8
6. Carried forward from preceding year . . . . . 95.7 114.8 88.4 84.7 74.9
7. Taken from Reserves or Capital. . . . . . . . - 562.9] — 128. —
8. Total Amount disposed of for Dividends, etc. 528.0 4179 336.8 | 320.1 289.7
9. Carried to Reserves. . . . . . . . . . .. 30.2 8o.0 ° 1I1.0 5.5 7.3
10. Dividends . . . . . . . . . ... ... .. 367.6 242.0| 234.8 2337 | 204.0
1x. Directors’ Fees,etc.. . . . . . . . . .. .. . 20.0 7.5 6.3 5.9 5.6
12. Carried forward to following year. . . . . . . 110.2 88.4 84.7 75.0 72.8
13. Totalasabove . . . . . . .. . . ... .. 528.0 417.9| . 336.8 320.1 289.7
14. Value of currency in Swiss “francs at the end
ofeachyear . . . . . ... ... . ... 0.203 0.203 0.203 | 0.203 0.203

310. Dividends.

II.

Directors’ Fees, elc.

The banks do not follow a common practice
with regard to the dividend tax ; some include it
in their dividend figures, while others do not.

The sums shown in this group of the Summary
Tables include a small sum representing dividends
or' “ Founders’ shares”. Some banks do not
disclose directors’ fees, but include them wholly
or in part in the expenses which they deduct
before showing profits.
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Monetary and banking developments in (.}ermany
during 1934/35 have been influenced principally by
the evolution of the country’s public finances, in
particular by the financing of public works and
rearmament programmes. As foreign trade has
failed to improve from the low level reached during
1934 and as private enterprise not directly affected
by Government orders continues stagnant, public
expenditure appears to be the outstanding factor
behind recent economic as well as monetary and
banking developments. The analysis of the
influence of public expenditure and the methods of
financing it on monetary and banking conditions
is rendered difficult, however, by the absence of
detailed information on recent budgets and the
course of the floating debt. Public works,
rearmament and the special needs of the Reich and
public authorities have been financed only in part
by ordinary budgetary provisions. The bulk of
the expenditure appears to have been provided out
of special or extraordinary budgetary appropria-
tions and by the issue of a variety of medium-
and short-term bills,! regarding which official
information is scanty.

Available official information regarding the

! See Commercial Banks, 1929-1934, pages 46-48.

GERMANY.

evolution of public indebtedness in Germany 2
expressly excludes any but vague estimates of the
indebtedness incurred through the issue of bills on
the grounds that such indebtedness can be reckoned
as an official Reich debt only when the bills mature
and are redeemed by the Reich.® Public debt other
than that incurred through the issue of special bills
has not expanded considerably during 1933-19335,
total indebtedness through borrowing in the money
market rising from RM. 24,988 million at the end
of March 1933 to about RM. 25,800 million at the
end of June 1935. The absence of any marked
increase is due to a reduction during this period of
about RM. 2,000 million in the foreign indebtedness
of the Reich and public bodies as a result of
the depreciation of foreign currencies, the liqui-
dation by foreigners of their German bonds at
greatloss, and the purchase of these by Germany at
low rates, and a nominal decrease of RM. 568 million
in the *Neubesitzanlethe "’ through its conversion
in the summer of 1934. Despite this reduction,
total indebtedness rose by RM. 812 million, so that
new borrowing between March 31st, 1933, and
June 30th, 1935, may be considered to have
amounted to some 3,300 millions. To this should

! The following table, prepared from the data published by the Insiitut fir Konjunkturforschung in its weekly report
dated November 13th, 1935, shows the development of the public indebtedness of Germany since March 1933 :

1. Reich indebtedness : -
fa) Comsolidated. . . . . . . ... .. ....
Of whichk—i. Emplovment Treasury certificates
deposited with Reichsbank . . . .
ii. ** Neubesitzanleihe »
{5) Floating

..................

Total recorded debt
Of which—Foreign
2. Indebtedness of the States and Hanseatic Cities . . .
Of which—(a} From public funds
{b) Foreign
3. Indebtedness of municipalities
Of whick—(a) From public funds
{4} Foreign
(1) Total indebtedness from the money market .
(2) TFotal inter-public bodies’ indebtedness
(3) Tax certificates (Stewergutscheine)
(4) Employment creation and other special bills., . . .
Of which—Railway and Post bills . . . . ., . . .

® Provisional figures,

............

............

..........

-------

............

........

March March March June
1933 1934 - 1935- 1935
RM. (000,000's)

10,383 10,219 10,038 10,250
— (841) (942) {942}
(641) (614) (74) (73)

1,948 2,188 2,487 2,903
12,331 12,407 12,525 13,161
(3,037) (2,026) (1,772) (1,750)
3,230 3,262 3,293* 3,327*
(279) (377) (401)* (402)*
(700) {446) {387)* (373)*

11,275 11,620 11,769% .

(1,569) (1,769) (2,042)* .
743) {464) (418)* .

24,988 25,144 25,143% 25,800%
1,848 2,146 2,443 .

472 1,369 1,180 913
_ i 4,100"
(r,000)*

The weekly report counsels against the adding-up of indebtedness from the market and-that accruing as a result

of inter-public-body

borrowing on the grounds of double counting.

The .estimate of employment-creation bills

{ Arbeitsbeschaffungswechsel) and other special bills is that of the Finance Minister as published in the Dewtsche Volks-

wirtschaft of September znd, 193 5.

From that estimate, the Institut has deducted the sum of Arbeitsbeschaffungsschatz-

anweisungen deposited with the Reichsbank as guarantee for the rediscounting of Arbeitsbeschaffungswechsel already

included under item 1 (a) i of the above table.

It includes about RM. 1,000 million of Arbeitsbeschaffungswechsel

of the Reichsbahn and Reichspost, but as these two organisations do not strictly belong to public administrative bodies
in Germany, the weekly report suggests their exclusion from the total public debt.

It should be noted that not all ?f the Consolidated Reich home debt is funded in the ordinary sense of the term.
Of the total of some RM. 8,509 million at the end of June 1935, 3,3 33 millions represent valorised pre-war loans and
1,163 millions consist of inscribed bonds issued for compensation to German citizens who suffered losses during the war.
The remainder consists oI_ Treasury bonds of medium- and short-term character which have involved no appeal tp the
market. The only consolidated loan is that of 346 millions borrowed in 1927 and the 79, 1929 loan which disappeared

by conversion in 1934. In the latter part of 1935,
of two loans raised with the savings banks, about
raised by the issue of Reich Treasury Certificates,

the R'ei_ch raised some RM. 1,800 million, 1,000 millions consisting
300 millions raised with the insurance companies, and 500 millions

* See Dewtsche Volkswirtschaf, September 2nd, 1935, and weekly report of the Institut fiir Konjunhturforschung, dated

November 13th, 1935,
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be added some several hundred millions as a result
of increased borrowings between public bodies,
which rose by about RM. 700 million. Of the total
increase, about RM. goo million was on account of
the deposit with the Reichsbank of employment
Treasury certificates (Arbeitsbeschaffungsschalz-
anwetsungen) as guarantee for the redis-
counting of employment-creation bills {Arbeits-
beschaffungswechsel) and about RM. 1,000 million
was- on account of the increased issue of ordinary
Treasury bills.

Available estimates regarding the public floating

debt emanating from the issue of various kinds of
medium- and short-term bills for the financing
of public works, fearmament and the special needs
of the Reich and public bodies are very divergent.
The Finance Minister! put the circulation of bills,
inclusive of those issued by the Reichsbahn and
Reichspost, for the middle of 1935 at not more than
RM. 5,000 million. This esfimate comprises
advance tax -certificates (Steuergutscheine), of
which there were RM. 913 million in circulation at
the end of June 1935, Arbeitsbeschaffungswechsel
and other special bills. It excludes the Treasury
certificates deposited with the Reichsbank.. If the
Steuerguischeine and the Arbeitsbeschaffungsivechsel
of the Reichsbahn and Reichspost, amounting to
some RM. 1,000 million at the same date, are
excluded, a total of a little over RM. 3,000 million
is left as the sum of the circulation of Arbeitsbe-
schaffungswechsel in the narrower and wider sense of
the term? and of such billsas Zinsvergiitungsscheine
and Bedarfsdeckungsscheine.

This estimate would suggest a marked decline in
the rate of issue of these bills during 1934/35, and
appears to put at a very low figure the circulation
of bills other than public works bills proper. The
circulation of public works bills proper was

estimated 8 by E. Wildermuth, of the Deutsche .

Bau- und Bodenbank, at RM. 1,200 million for

 Deutsche Volkswirtschaft, September 2nd, 1935.
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the end of 1933 and at 2,000 millions for the end of
the first’ quarter of 1934, and appears to have
increased at the rate of some RM. 270 million a
month during that period. The circulation of
public works bills in the narrow sense of the term
accepted by the four leading public works banks ¢
alone is estimated by the Statistisches Reichsamt
at RM. 2,144 million for the end of June 1935.
Another estimate, that of the Frankfurter
Zettung, ® places the circulation of Arbestsbe-
schaffungsicechsel and special bills at RM. 5,000 to
6,000 million for the end of 1934, and considers that
their circulation during 1935 rose by 2,500 to
3,000 millions, which would suggest a total of some
7,500 to 9,000 millions as the sum of these bills
circulating at the end of 1935. The Institut fiir
Konjunkturforschung ® arrives at a relatively high
estimate by placing the circulation of public bills
(Ocffentliche Kreditpapiere) at RM. 10,000 to
10,500 million for the €nd of August 1935. It is
not clear from the context whether this estimate
excludes the floating debt of the Reich made up of
Reichsschatzivechsel and Reichsschatzamcetsungen,
which for that date is officially put at RM.
2,900 million. Even on the assumption that the

. official floating debt is included, the remaining

public floating debt comes out .according to this
source at RM. 7,100 to 7,600 million at the end of
August 1935. Non-German estimates 7 of the
public floating debt place it at a much higher level
and occasionally give details of its composition
which are absent in the German estimates.

The expansion in the issue of public bills, though .
influencing the bill tax considerably, does not
appear to have affected to the same degree the
total of public and commercial bills in circulation.
The following table, showing on the one hand the
quarterly movement of the amount of bills on
which the bill tax has been paid (versteuerte Wechsel)
and on the other the official estimates of the total

* This distinction is now being made by the Statistiches Reichsamt to contrast public works proper and rearmament
works of all kinds., This distinction seems at best a theoretical one, as it is admitted that a clear line can no longer

be drawn between the two types of work.
® Deutsche Volkstwivt, June 15th, 1934. ‘

¢ Wirtschaft und Staiistik, 2nd issue of December 1935. These banks are the Gesellschaft fiir Oefientliche Arbeit,
Bau- und Bodenbank, Rentenbank-Kreditanstalt, and the Verkehrs-Kredit-Bark. - )

s December zgth, 1935. No. 66z : *“ Das alles zusammen ergibt einen Betrag in der Gréasserordnung von etwa 2}-3 mil-
liarden. Um etwa die Hilfte des vorjahrigen Standes hat sich also im Laufe des Jahres der Umlauf an Arhext_sbeschaf -
fungs- und Sonderwechseln netto erhht, nachdem die Erlgse der Konsolidierungsanleihen zur Abdeckung eines ent-

sprechenden Betrages beniitzt worden waren."”

$ Vierteljahrshefte sur Konjunkturforschung, 1935, Heft 3, Teil A, page 312.

The estimate is given in a section

discussing the financing of public works and other public needs.
7 Of the numerous non-German estimates, the following may be noted ; ] ) )
The Bulletin Quotidien of August 24th and 26th, 1935, Nos. 192-193, estiinates the total public floating debt in the

summer of 1935 at RM. 17,200 million.

This total, according to this source, is made up as follows (in million RM.)

3,000 ordinary official floating debt, 3,500 Arbeitsbeschaffungswechsel proper, 3,000 1:earmament })ills, 1,200 Steuer-
gutscheine, 3,500 the floating debt of the States and municipalities, and 3,000 approximately floating debt to finance

other public needs and projects.

The Berlin correspondent of the London Economist states in his weekly report, August

10th, 19335, page 280, that the market places the circulation of rearmament and/or work creation. bil]s“at RM. 15,000
to zo.oggsmlijlliin. In an article appearing in the Neue Ziarcher Zeitung, of January 26th, 1936, entltl_ed Deutsghlands
Schuldenbilanz Ende 1935 ", the floating debt of the Reich other than that represented by the Treasury bills and certificates
is estimated to have amounted to at least RM. g,000 million at the end of 1935, and to have grown in the second half

of the year at the rate of some RM. 400 million per month,
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bill circulation, brings out the striking and growing
divergence in the movenient of these two seres
since the first quarter of 1933 :

Bill circulation
I 11 111 IV

Bills taxed

Quarters [ I I Iv
RM. {thousands of millions})

106 10.0 9.6 0.6

1930. . ILT 10.3 IO.I I0.2
193I. . 9.5 0.3 I2.2-IL4 g.1 86 0.8 103
1932. . 96 9.4 84 88 9.8 9.3 87 88
1933. . 8.7 9.3 113 139 8. 8.5 8.7 9.0
1934. . 15.0 17.5 19.8 211 9.3 9.4 10.3 I0.7
1935. . 22,3 22.3 . 11.4 12.4 12.2

Both series exclude non-interest-bearing Treasury
bills and Steuerguischeine which are not subject to
the bill tax, The explanation for this divergence,
according to the Statsstisches Reichsamt,* seems to
lie in the peculiarity of the prefinancing of
employment creation — f.e., most Arbestsbeschaf-
fungswechsel, though originally of a three months’
currency, can be extended up to fifty-four months,
and the tax on their future renewal is paid in
advance, so that the extended bills do not come into
circulation until after the bill tax on them has been
collected. In other words, the amount of Arbeiis-
beschaffungswechsel in circulation remains the
same, those falling due being replaced by each
renewal of the bill. According to this explanation,
one would therefore expect the amount of bills on
which the tax has been paid to decline if no new
issues of bills have been made. As the amount of
bills on which the tax has been paid has grown
rapidly since the first quarter of 1933, it may be
supposed that this was made possible only by
successive new issues of bills of the type which can
be extended several times after the original three
months for which all bills must be current according
to law. This increase in public bills issued is
reflected in the estimated circulation of all bills,
which has risen from RM. 8,400 million in the first
quarter of 1933 to RM. 12,200 million in the third
quarter of 1935 and has almost reached the level
attained at the height of the boom period at the end
of 1928, when the total circulation stood at RM.
12,300 million.

The extent to which this increase in the total bill
circulation represents a net increase in bills other
than purely commercial bills cannot be determined,
as few details are available regarding its
composition. The following table, prepared on the
basis of information issued by the Statistisches
Reichsami 2 and given in other sources 3 shows the
movement in the circulation of various types of
short-term paper since December 1932 :

GERMANY - . -

Endof: Dec. Dec. Dec. -Sept.
1932 1933 1934 I935
RM. (ooo0,000’s}
1. Non-interest-bearing
Treasury bonds 979 1,314 1,863 2,365
2. Bonds of the German ‘
States. . . . . . 590 640 620 639
3. Tax exemption cer- :
tificates® . . . . 200 1,215 1,383 806
4. Otherbills. . . . . 6,812 7,426 9,147 10,027
0} which— Employ-
ment-creation bills
issued by four lead-
ing public banks . (2,012)
5. “Solawechsel”  of
the Golddiskonto-
bank . . . . . . —_ — - 495
6. Bank acceptances. . 1,938 1,624 1,553 1,073
Total . . . 10,510 12,219 14,366 16,395

3 Excluding those deposited with Reichsbank as security
for the rediscounting of Arbeitsbeschaffungswechsel,

In the course of the thirty-three months ended
September 3oth, 1935, the volume of short-term
paper has risen by some RM. 6,000 million. The
increase has been particularly noticeable.in the
non-interest-bearing Treasury bonds .{unverzins-
liche Schatzanweisungen), Steuergutscheine and
other bills. The first represent the home issues of

.such bonds to cover the current needs of the

Treasury and do not include the rest of the Reich
floating debt, consisting of Reichswechsel and other
loans amounting to RM. 400 and 57 million
respectively at the end of September 1935. The
Steuerguischeine or advance tax certificates issued
gratis by the State in return for the prompt
payment of certain taxes, after rising to some
RM. 1,363 million at the end of March 1934, declined
gradually in the subsequent months. The volume
of commercial bills, employment-creation bills,
rearmament bills, and other special bills to finance
other public expenditure, which is not given

separately but shown together as * Other bills ",

has increased uninterruptedly since the end of
1932. The Solawechsel of the Golddiskontobank
were created as a result of a decision of the
Reichsbank of May 2oth, 1935, whereby the bank’s
capital was raised by RM. 200 million, and it was
authorised to issue three months’ bills drawn on
itself. These bills, which can be rediscounted at
the Reichsbank, are sold to credit institutions at
the private discount rate at the moment of sale,
and the proceeds are employed for the purchase of
Arbeitsbeschaffungswechsel from the Reichsbank
or in the market. As a result of this measure, the
Golddiskontobank’s total bill holdings, which
formerly consisted largely of foreign bills, rose
rapidly from RM. 464 million at the end of May to
1,443 millions at the end of November 1935. The
decline in bank acceptances has been continuous,
If these are exluded from the total bill circulation,

! Wirtschafi und Statistik, 1st issue for August 1935, page 564.

¥ See Wirtschaft und Statistik.

* Report of the Reichs-Kredit-Gesellschait entitled Germany's Economic Situation at the Turn of 1935/36 *.
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the increase in the volume of short-term paper
between the end of 1932 and September 1935 will
be seen to be some RM. 6,700 million. Of this
increase, some RM. 2,600 million was on account
of public bills (items ¥, 2, 3 and 5 above) and some
4,100 millions was on account of * other ” bills
(item 4 above). The rise in the circulation of
other bills would appear to be due exclusively to
the increase in public bills such as Arbeitsbeschaf-
- fungswechsel, rearmament bills, and other special
public bills. . In fact, considering that during this
period inactive bills arising from the slump, bills
representing book-keeping adjustment of advances,
and medium-term bills-for financing trade with
Russia have disappeared and that the volume of
foreign bills not held as exchange and of purely
commercial bills has declined considerably, the
increase in public bills included under ¢« QOther
bills ” must have been much greater than the net
rise in the total circulation of ¢ Other bills”.
Consequently, it may be presumed that the
expansion in the circulation of various forms of
public bills was of the order of at least some
RM. 6,700 million.

The proportion in which the billsissued have been
taken over by the various types of credit institu-
tions is brought out by the following table* showing
the changes that have occurred in the total bill
holdings of the majority of credit institutions
since the end of 1932 :

Endof: Dec. Dec. Dec.  Sept.
1932 1933 1934 1935
RM. (coo,000’s)
1. Reichsbank # 2,806 3,436 4,511 4,530
2. Golddiskontobank . 312 245 200 " 1,183P
3. Konversionskasse fir
deutsche Auslands-
schulden . ... — —_ — 191
‘4. Private banks of issue 137 187 126 68
5. Four public works
banks. . . . . . 234 421 588 8oo
6. Public banks, savings
banks, and Giro- .
zentralen . . . . 863 1,191 2,188 2,553
7. Five - large Berlin
° banks. . . . . . 1,719 1,746 2,004 2,036
8. Other joint-stock
banks. . . . . . 197 238 272 757
Total . . . . 6288 7463 0,880 12,1180

Total circulation of
public medium-and
short-term  bills,
commercial bills, -
and “special " bills 10,519 12,219 14,366 16,393

2 Including since December 1933 securities * eligible as
note cover ", mainly tax exemption certificates.

b This total may involve double counting to the extent
that the institutions given above hold the Solaweckhsel of
the Golddiskontobank. The Reichs-Kredit-Gesellschaft in
its report on  Germany's Economic Situation at the
Turn of 1935/36 "', page 43, estimates Solawechsel so held
at some RM. 600 million.

The bill holdings of the reporting credit institu-
tions nearly doubled between the end of 1932
and September 1935, and continued to increase in
subsequent months. (In September and, to-a
lesser extent, October 1g3s5, bills in circulation
declined as a result of redemptions carried out
with the proceeds of the 43 % loan of RM, 1,000
million raised during these two months. Financing
by means of bills was resumed in November, and
the bill holdings of the institutions for which
reports are available rose again.) Practically the
whole of the increase was concentrated with
credit institutions of a public character. The bill
portfolio of the Reichsbank, inclusive of securities
« eligible as note cover ', rose rapidly since the end
of 1932, and that of its sister organisation, the
Golddiskontobank, increased greatly since May
1935. At the end of September 1935, the two
institutions held together some RM. 5,713 million
in bills, or over 349% of the officially estimated
total bill circulation. The Conversion Office for
Foreign Debts began in the tourse of 1935 to invest
unused balances to the credit of foreigners in
Arbeitsbeschaffungswechsel. The four leading
public works banks, the State and provincial
banks, savings banks and Girozentralen together
trebled their bill holdings since the end of 1932.
The absolute rise in the bill holdings of the joint-
stock banks, though not considerable, is significant
in view of their declining resources and the
continued fall in their commercial portfolio. The
remaining bills are held by non-reporting ‘banks,
insurance companies and private firms. The
security holdings of the Public Old-age Insurance
Institutes and of the Private Life Insurance
Companies nearly doubled during this period, their
total holdings rising by RM. 574 and 424 million
respectively in the three years ended June 3oth,
1935. Private industrial, manufacturing and
commercial concerns, particularly those coming
under the direct influence of public orders, are
said to be investing their rising surplus reserves
in public bills, particularly Arbeitsbeschaffungs-
wechsel. .

The extent to which these bill holdings represent
genuine commercial paper is difficult to estimate.
Of the total held by the institutions covered by
the table above at the end of September 1935,
RM. 2,867 million consisted of Treasury bills and
bonds of the Reich and States. These were distri-
buted as follows (in million RM.) : Reichsbank 4o,
exclusive of 346 millions of public “ securities ”
eligible as note-cover ; Golddiskontobank 140 ;
special banks 161 ; State and provincial banks 434 ;
Girozentralen 744, and joint-stock banks 678.
The remainder, some 9,000 millions, consisted of
commercial and public short-term bills. Of all the
seven types of institutions, only the Reichsbank
and the joint-stock banks are important holders

2 Source : Wirtschaft und Statistik and the report of the Reichs-Kredit-Gesellschaft, op. cit.



98 GERMANY

of genuine commercial bills, the other organisations
holding principally public short-term paper or at
least the increase in their portfolio since the end of
1932, being due chiefly to the acquisition of public
bills other than Treasury bills. For the reasons
. already stated, it would appear that the commercial
bill holdings of the joint-stock banks have declined
considerably since the end of 1932, and that their
place has been taken by public short-term paper.
Similarly, in view of the disappearance of slump
bills and of frozen municipal bills and of the general
decline in genuine commercial bills, the public
bills held by the Reichsbank must have risen by
very much more than is suggested by the net
increase in'the total portfolio.

The effects of the continued expansion of public
expenditure on the development of commercial
banking during 1934/35 may be judged from the
following summary of the principal accounts of the
five big Berlin banks :

Dec. Dec. June Dec. June Dee.
1932 1933 1034 1934 1035 1935
1. Cash and balan- RM. {000,000's)
ces with Reichs-
bank,etc. . . . 254 254 210 245 194 257
2. Bill portfolio : :
{a) Treasury
bills 497 548 459 495 590 613

(b) Other bills
3. Sight claims on

1,221 Y,200 1,370 1,508 1,674 I1,58)

otherbanks . . 299 180 147 149 154 123
4. Securities : '

fa) Government 475 386 401 301 409 40f

(b) Other ., 147 135 268 297 317 366
5. Participations . 314 292 279 283 233 2035
6, Loans on current

account :

fa) Tobanks , 340 290 276 239 200 182

{b) Other . . . 3.275 3,009 2,865 2,751 2,650 2,535
7. Reimbursement :

credits, etc. . . 963 583 536 391 3II 282

8. Deposits, etc. . 4,945 4,582 4.722 4,727 4,757 4,677
9. " Loro " corres-

pondenfs . . . 1,005 637 565 469 440 417
10. Due to German

credit  institu-

tions , . . . . 1,286 1,289 1,133 1,078 1,128 822
IT. Acceptances . . 769 765 732 772 735 720
12. Rediscounts,etc. 843 914 817 730 678 560
13. Total  balance-

sheet . . . .. 8.803 7,917 7.795 7,686 7,663

The decline in the activity of the big Berlin banks
was due, as in previous years, to two principal
causes. First, foreign deposits have continued to

* The London Economist, February 1sth, 1936, page 364.

have been issued since 1933.

fall, partly as a result of the depreciation in terms
of Reichsmarks of dollar and pound deposits, and
partly on account of the withdrawal of standstill
credits for purposes such as tourist expenditure.
The short-term indebtedness of Germany 'is
estimated ! to have declined by some RM. 4,000
million in the two years ended February 28th, 1933,
and by another 700 millions in the following year,
standstill credits falling by 2,100 and 600 millions
respectively in the two periods. There appears to
have been at the same time withdrawal of business
deposits accumulated in previous years, deposits
payable within three months declining by RM. 329
million during 1934 and by some 388 millions in
the first eleven months of 1935.2 The repayment
of industrial credits® and the increase that has
taken place in domestic deposits, particularly those
on current account, since December 1933 has more
than made up for withdrawals on foreign and
domestic account, and total deposits at the end of
1934 stood at RM. 240 million higher than at the
end of the previous year. The absence of any
marked expansion in the first half of 1935 and the
decline disclosed by the returns for the second
half of 1935 are probably due to the temporary
effects of the Government loans in the course of
the year. Secondly, “ loro’’ correspondents and
its counterpart, reimbursement credits, which
constituted one of the important items in the
balance-sheets of the big Berlin banks, continued
to fall as a result of the decline in foreign trade or
the increasing control of it by the State.

This decline in their principal liabilities to the
public was accompanied by a continued reduction
in all assets other than public bills and securities
and cash assets. Government securities, after
falling in the second half of 1934, increased again,
and the rate of expansion in other securities was
maintained, probably on account of the purchase.
of public securities and Sfewergutscheine. Their
bill portfolio continued its uninterrupted rise until
November 1935, when bill holdings other than
Treasury bills declined by RM. 143 million in
comparison with the level reached at the end of
June 1935. ~ The absence of any recent increase in
bill holdings other than Treasury bills, and the
heavy decline in the cash assets of the banks,
reflect the fallin deposits that occurred in the latter

part of 1935.
The position of the big Berlin banks has.

- No official estimates of Germany’s foreign indebtedness

:As the clas_siﬁc.atign of accounts was changed during 1935, this figure is only approximate. :
Th_e reduction in industrial debts is illustrated by the following table, showing the movement in the indebtedness
of 1,756 industrial companies in the course of 1932-1934 (year beginning July 1st and ending June 3oth) :

Long-term debt
Short-termdebt . . . . . . ., ., ..

...........

.......

193233 1933/34
RM. (o00,000's)
........ 2,230 1,928
------- 5,013 4,774
........ (1,448) (1,205)
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been strengthened, despite the contraction in
operations suggested by their balance-sheets.
This improvement may be seen from the decline
in their debts due to German credit institutions
and in their rediscounts and borrowings (items
10 and 12 above}, and in their profit-and-loss
accounts (see adjoining table on page 54). The
five banks, after applying RM. 35 million to
writing off assets as against 68 millions in 1933,
distributed profits for the first time since 1930
amounting to 19 millions! The Commerz- und
Privatbank met its contractual sinking fund
obligations towards the three State institutions
which had taken over its frozen assets, and the
Deutsche Bank und Diskonto-Gesellschaft bought

Savings Banks

Dec. Dec. Dec.
1932 1933 1934
1. Cash and bank balances 1,166 1,604 2,019
2. Bill portfolio : '
- f{a) Treasury bills . . . 550 920 191
{b) Other bills . . 95 104 115
3. Loans and advances :
{z) Current account. . 2,196 2,0860 1,8700
(b) Long term . . . .  35472°  .5630° 6,434°
4. Securities. . . . . . . 3,2304 3,4654 4,007
5. Deposits . . . . . . . 10,978 12,412 13,757
6. Rediscount and other ’
borrowings . . . . . 910 496 291
7. Total balancg-sheet . 13,885 14,548 15,875

8 Including bills of municipalities.
b Including short-term loans to municipalities.

The deposits, of the ordinary savings banks,
exclusive of giro accounts, have risen very
considerably since the end of 1932, - They expanded
by RM. 89r million in 1933 and by a further
1,548 millions during 1934 and, at the end of
June 1935, stood at 1,490 millipns higher than at
the corresponding date in 1934. This rapid
increase in deposits, in addition to-enabling the
banks to improve their liquidity — i.e., augment
their cash assets and reduce their rediscounts and
other borrowings — made possible a marked
expansion in their security holdings and in their
mortgage loans. Their security holdings proper,
exclusive of the bonds of municipalities, rose by
about RM. 1,000 million from 2,139 millions at
the end of 1933 to 3,193 millions at the end of
June 1935. Half of this increase occurred in the
first quarter of 1935, when the Reich asked the
savings banks to take up a Funding Loan of
RM. s00 million. The Reich called upon the banks
again in September of the same year to_take up
half of the 4} % loan of 1,000 million RM. issued in
the form of Treasury bonds redeemable in seventy

99

back an amount in excess of its obligations. The
latter also purchased from the Golddiskontobank
the shares which it had taken up in 1931 and placed’
them on the market. The Dresdner Bank's debt
to the Akzeptbank, which had amounted to
RM. 400 million, was reduced to 40 millions in’
X934, and its other debts were redeemed to the
extent of 327 millions. 2

In contrast to the slow improvement in the
position of the commercial banks, the development
of the savings banks, the State and Provincial
banks and Girozentralen has been rapid, as may
be seen from the following summary of their
principal accounts :

Staats- and Landesbanken
and Girozentraten

June Nov, Nov. Nov, Nov,
. 1935 1932 1933 1934 1935
RM. (000,000's)
2,128 . 29 0 33 33
421 431 570 1,128 1,145
441 712 928 1,274
1,840 2,655 2,466 1,445 1,270
6,501° 3,910 3.789 3.858 4,052
4,620d 350 205 1,083 1,217
3.908 4,744 5,640 5.697
2,171 1,150 3,429 3.700
8,565 9,239 10,837

10,170

¢ Mortgage loans.
4 Including bonds of municipalities.

years. In order to permit them to do so, the
provisions of the Banking Law were suspended and
their cash ratio was allawed to fall to 10%. The
Reichsbank was further authorised to accept the
Treasury bonds as collateral for advances against
securities.

The non-commercial assets of the public banks
also showed a sharp expansion during 1934/35.
Treasury bill holdings nearly doubled during 1934

" and rose slightly during 1935. Other discounts,

principally public works bills, increased steadily
and at the same rate as in previous years. The

" large increase in security holdings in 1934 was due

mainly to the conversion of the floating debt of the
municipalities in the first half of the year, whereas
the increase during 1935 appears to be due to
subscriptions to the Reich loansissued in September
1935. This increase in the assets of the public
banks during 1934 was made possible partly by an
increase in deposits and partly by a large increase
in rediscounts and other borrowings. During
1935, deposits failed to increase appreciably,
mainly as a result of the withdrawals of funds by

1 A Government decree, passed on December 4th, 1934, required banks not to distribute dividends in excess of 4%.

The remaining profits were to be used for the purchase of public securities.

Private enterprises were similarly prohibited

from distributing more than 6 to 8% in dividends, and were required to deposit the remainder with the Golddiskontobank,

which is t6 invest them in public securities.
* See Gommercial Banks, 1925-1933, pages 116-120.
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the savings banks, for taking up the two Reich
Savings Banks’ Loans, and the increase in assets
was accompanied by further borrowings.

The recent accounts of ‘the Reichsbank, a
summary of the weekly returns of which is given
below, do not disclose any remarkable changes
other than the expansion in its bill portfolio and
security holdings described above and the
accompanying increase in its sight liabilities.

Dec. Dec. Dec. June Dec.
. 1932 1933 1934 1935 1935
A. Reichsbank, RM. (oco0,000's) .
1.God . . . . . .. 806 386 79 86 82
2. Foreign exchange. . 114 9 5 4 5
3. Treasury bills . . . 380 49 45 53 53
4. Other bills and
cheques . . . ., . 2,806 3,177 4,021 3,879 4,498
5. Loans against secu-
rities . . . . .. 176 183 146 89 84
6. Securities , . . . .- 398 581 763 661 664
Of whick— Eligible as :
notecover . . . . — (259} (445) (336} (349)
7. Note circulation . . 3,560 3,645 3,901 3,805 4,258
8. Other sight liabilities 339 640 984 819 1,032
B. Monetary Circulation
(end of year).
1. Reichsbank notes . . 3,545 3,633 3,888 3,805 4,282
2, Notes of other note-
issuing banks 183 174 175 . 150
3. Rentenbank notes . 413 39 385 373 398
4. Subsidiary coins . . 1,501 1,516 1,524 1,544
Total circulation . 5,642 5714 5.972 5,068 6,373

a Provisional figures.

The expansion in the Reichsbank’s total sight
liabilities, though gradual, was substantial in
amount, notes in circulation and current account
deposits rising by RM. 1,181 million, or by more
than 28 %, in three years ended December 31st,
1935. The increase in the total means of payment
other than current- account deposits. (B 1 to 4
above) rose by over 11 % during the same period,
the major part of this increase being due to
Reichsbank notes in circulation. The index of
wholesale prices (1913 = 100), after falling from
an average of 96.5 to 93.3 during 1933, rose in the
following two years to 98.4 and 101.6 respectively.
This expansion in the means of payment occurred
during a period of falling foreign trade, decreasing
gold and foreign exchange reserves, and increasing
restrictions concerning foreign exchange trans-
actions. The gold and foreign exchange reserves,
after falling precipitously during 1929-1931, were
depleted still further during 1932-1934, so that
at the end of 1934 they constituted but 3 % of
the amount outstanding at the end of 19z8.
During 1935 they varied little. In the course of

"1936, they are likely to increase by some RM. 73

million, as a result of the acquisition of the gold
reserves of the private note-issuing banks whose
note-issue privilege expired at the end of 1935 and
whose notes will be withdrawn from circulation
by April 2nd, 1936.

Balance-sheet Summary.

As in the previous edition, three separate
summary balance-sheets are given in the following
tables. Table g (a) I summarises (1) the statistics
of the Statistisches Jahrbuch covering all the
commercial banks of the country and (2} the
interim reports ‘of the Kreditbanken (excluding the
Deutsche Golddiskontobank), as published in the
Reichsanzeiger. The former include the big Berlin
banks, provincial banks having branches, other
commercial banks and special banks for building,etc.
The Kreditbanken covered appear to account for
about 95 per cent of the total balance-sheet of all
commercial banks in 1931. Table g (a) II
summarises the annual balance-sheets of the big
Berlin banks,

For reasons of space, the following notes show
the detailed composition of the statistics only of -
the Kreditbanken and the big Berlin banks, and
not of all the commercial banks, as shown in the
first part of Table g (¢} I. A comparison of the
details given in the first edition of this volume
will show, however, that the Kreditbanken are fully
representative of all the banks. The returns of
the big Berlin banks for the end of 1935 are
provisional. :

1 and 2. Cask and Cash Assets..

The detailed composition of this item is .as
follows :

Kreditbanken Big Berlin banks
RM. (000,000's) No- No- No- No- No- , :
vember} vember | vember | vember | vember| 192 1931 1932 I I
_ 1929 1932 1933 1934 1935 i % » 9-33 a3
Cash, foreign moneyand coupons .| 133 92 96 81 166
Balances with banks of issue. . , 9I 81 63 59 ?lsj 28 T 9 120
Balance;_with clearing institutions| 34 14 25 18 — 252 264 143 135 125
Notspecified . . . .., .. .. - -_ - — -~ 8 8 - |- -
Total, . . + o] 258 187 184 158 173 426 400 | 254 254 245,

[Continued ai foot of page 103.
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COMMERCIAL BANKS

Iol

Table 19 (2) 1.

* Official Statistics »
{Statistisches Reichsamt)

Source:

Source :

Reichsanzeiger

Bilanstibersichien.

ACCOUNTS SUMMARY OF POSITION AT THE END OF :
Nov. | Nov. | Nov. | Nov. | Nov,
1929 | 1932 1 1933 || 1929 | 1932 | 1033 | 1034 | 1035
Number of Banks . . . .. ... .. ... ... 406 | 265 249 || 96 70 71 6g 88
ASSETS RM. (000,000’s omitted)
1. Cash . . . . ... oL
(a) Gold, silver and small coins . . '
(b) InlBanr(xik notes and balances with Central 634] 41x 428| 258 187f 184 158 173
“Bank . ... ... 00000,
2, Other Items of a Cash Nature . . . . . . . .
3. Bills discounted and bought . . .. . . . . . 4,180| 2,736| 2,760| 3,363| 1,865| 1,970| 2,378| 2,50r
(a) Treaswry bills . . . . . . .. . ... 646 747 861 491 500 580 584 701
(b) Commercial bills, Inland. . . . . . . . 1 o80l 138 2872 6s| 1100 1 L 800
(¢) Commercial bills, Foreign . . . . . . . 3534 199 LI 2,872 L3035 1,390 L794 1,
4. Investments and Secuntles .......... 731} 1,073| 8s5I| 4301 748 416 838| 1,051
(a) Government . .. . . . . ... ... 23 512 432 29| 502 436 362 527
(b) Other . . . . . . . . .. ... ... 708 561 419 401 246 - 280 476] 524
5. Participations . . . . . . . .. . ... .. 389 374 352[L « 408] 408 376 331] 278
6. Due from Banoks (Correspondents). . . . . . . 2,700| 1,399| 1,283} 1,048 712| 5¢06] 567 500
(a) Athome. . . . . . .. ... . ... — — — H — — — — —
(b) Abroad . . . . . . . .. ... ... — — — — — —
7. Loans and Advances . . . . . . . . . . .. 11,014| 6,165| 5,457| 10,252 6,762| 5,847| 5.540| 4.955
(2) On current account . . . . . . . . .. 7,490 4,513| 4.419| 6,442| 4.363| 3,860| 3,610| 3,445
(b) Other . . . . . . . ... ... ... 3,524} 1,652 1,038| 3,810| 2,399 1,987 1,930 1,510
8. Cover for Acceptances. . . . . . . . . . .. 700 976 1,399 624 859 850 848 819
9. Premises,etc. . . . . . . ... 0. 389 357 342 292 302 326! 307 312
10. Sundry Assets . . . . . . . . ... L. 110 357 338 89 55 46 45 57
r1. Total Assets . . . . = <« v o v ovu .. 20,853 | 13,848 | 13,210( 17,664 11,898/ 10,911 11,012| 10,646
LIABILITIES. ‘
12. Capital paidup. . . . . . . . . . . . . .. 1,408 1,370 1,325 982 783 699 679 647
13. Reserve Funds . . . . . . . . . ... ... - 551 365 409 450 198 188 167 210
14. Profit-and-Loss Accounts, Undivided Profits, etc. 156 44 40i - — —_ —_ —_
15. Cheques and Drafts, etc., in circylation oo—- - — - —
16. Due to Banks (Correspondents) ......... 3,600| 3,0131 2459| 3,270 2,506| 2,08z2| 1,765| 1,665
(a) Athome. . . . . . . . . .. .. .. — - — I - — —_ — —_—
(b) Abroad . . . . . - . .. ... — — - —_ —_ 6._.
17. Deposits . . . . . . ..o .o oo 13,831| 7.575| 6.953| 10,965 6,159| 5,642] 6,029 6,014
(2) Current accounts and sight deposits . — : — — — .
(&) Savingsaccounts . . . . . . . . . .. — — — — _ — —_ 704
(c) Time or fixed deposits . . . . . S — — — — — —
(d) Otherdeposits . . . . . . . . . ... — - — - | = .
18. Borrowings . . . . . 4 ¢ s s e - e o .. 524 411 474/ 1,159| 1,332| 1,361 1,399| I,I34
19. Acceptances and Endorsements. . . . . . . . 700| 976| 1,399] 624 859/ 830/ 848  B1g
20. Sundry Liabilities. . . . . . « . « . . . . . 83| 94| x5t 214f 61| 89| 125 157
21. Total Liabilities . . . « « « « « v = « = « - 20,853 13,848 | 13,210(| 17,664] 11,898, 10,911} 11,012} 10,646
vale und Biirgschaften 1,000 939 802 828! 502 454 468} 467
.2;: g:flfsgfg;s etf: .(% ...... = f .}. . .| 1728] 1,512| 2,307) 1,816/ X031 1,232} 1,496/ 704
. nc Ofﬁcml rate) in Swiss francs
* Vai?et?lfe c:gie ofyegch year . ) ........ 1.23 | 1.23 | I1.23 || 1.23 | 1.23 | .23 | 1.24 | 1.24
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PRINCIPAL COMMERCIAL BANKS (BERLINER GROSSBANKEN) Table 19 (a) IL

GERMANY.
SUMMARY OF POSITION AT THE END OF :
ACCOUNTS : '
1929 1931 1932 1933 . 1934 1935
Numberof Banks . . . « « + « « « - . . .6 : 5 5 5 5 5
ASSETS RM. (ooo:ooo's omitted) )
LCash. . .o vv e vt .
(a) Gold, silver and small coins . . _
(%) Inland notes and balances with 426 ¢+ 400 254 254 245 257
Central Bank . . . . . . . .
2. Other Items of a Cash Nature . . . . .
3. Bills discounted and bought . . . . . 3,038 1,478 1,718 1,748 2,003 | -2,202
(a) Treasury bills ... 380 374 497 548 495 613
(5) Commercial bills, Inland . : '
(c) Commercial bills, Foreign 2,658 | 1,304 | T,221 | 1,200 | 1,508 | 1,589
4. Investments and Securities . . . . . . 211 170 213 206 -508 267
(a) Government . . . . . . . .. 15 56 66 78 30T 401
(b) Other . . . . ... ... .. 196 114 147 128 297 366
5. Participations . . . . . . . . . .. 279 28g 313 293 285 | 205
6. Due from Banks (Correspondents) . 1,674 664 586 479 388 305
(a) Athome . . . . . ... .. Y - — — — -
(b) Abroad . . . . . ... ... — — — — —
7. Loansand Advances . . . . . . . . . 7,407 | 4,788 4,270 3,615 3,164 2,867
-(a2) On current account . . . . . . 4,769 | 3,518 3,275 3,009 2,751 2,535
(b) Other . . . . ... ... .. 2,638 | 1,270 995 606 413 332
8. Cover for Acceptances . . . . . . . . 5I3 919 770, 765 772 720
Q. Premises, etc.. . . . . . . .. ... 213 208 235 215 212 215
10. Sundry Assets . . . . . ... ... 4 32X 444 " 340 19 :
11. Total Assets . . . . .. ... ... 13,765 9,237 8,803 7,915 7,686
LIABILITIES. ) )
12. Capitalpaidup . . . . . . . .. .. 588 429 442 426 427 428
13. Reserve Funds . . . . . . . . . .. 330 115 100 8o 93 114
14. Profit-and-Loss Accounts . . . . . .. 79 7 7 9 13
15. Cheques and Drafts in circulation . . . - - —. -} - —
16. Due to Banks (Correspondents) . . . .| 2,809 | 2,161 2,380 1,926 1,547 1,482
(a) Athome . . . . . . . — — — — — —
(b) Abread . . . . . . ... .. — — — — — —
17. Deposits . . . . ... .. ... ... 9,228 | 5,308 4,946 4,581 4,72 4,677
‘ (a) Current accountsand sight deposits| — — — — ) 7 )
(b} Savingsaccounts . . . . . . . — — - — 205 475
(c) Time or fixed deposits . . . . . - — — — .
(d) Other deposits . . . . . . .. — — — — . .
18. Rediscounts and Other Borrowings . 189 189 128 86 58 48
I9. Acceptanc_:es and Endorsements . . . . 513 919 770 765 772 720
20. Sundry Liabilities . . . . . . . . . . 30 19 30 42 49
21. Total Liabilities. . . . . . . .. . . 13,765 | 9,237 | 8,803 | 7,915 | 7,686
22. Guarantees {Avale und Burgschaften) 676 528 448 395 373
23. Value of currenty (Official rate) in Swiss
francs at the end of each year. 1.23 | 1.23 1.23 I.23 I.24 | 124
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GERMANY.  PRINCIPAL COMMERCIAL BANKS (BERLINER GROSSBANKEN) Table 19 (b).
Sgl’l\clsl\/ll‘gugF PROFIT-AND-LOSS ACCOUNTS AND
ACCOUNTS ION OF PROFITS FOR THE YEARS:
) 1929 1931 1933 1933 1934 5 1935
NumberofBanks . . . . . . . ... . .. 6 5 5 5 5 5
. . RM. (000,000's omitted)
Capital paidup. . ... . . . . . . ... 588 429 142 26 2 28
Reserves and Undivided Profits . , . . . 338 125 ‘1‘34 483 49% ‘1*22
1. Gross Profits + . . . . ... .. ... 480 368 320 300 300 283
To be deducted :
2. Expenses . . . .. . ... 0L 394 300 255 22 226 2
(a) Salaries, etc. . . . . . . . . . | ? 37
(b) Other working expenses . . . . 340 270 231 212 209 234
(¢) Taxes, etc. . . . . . ... .. 54 30 24 17 17 23
3. Reserved for Pensions Funds, etc. . . . 19 16 16 17 19 3
4. Written off on (Depreciation Accounts for) 2 706 131 69 36 2
(2) Premises,etc. . . . . . . . .. 2 - 1 t 1 2
(8) Investments and securifies . . .
(c) Otherassets. . . . . . .. .. - 706 130 68 35 -
5. Remaining Net ProfitorLoss . . . . . + 65 ;654 — 82 |—135 + 19 | + 21
6. Carried forward from Preceding Year . 9 10 4 3 5 7
. Taken from Reserves or Capital. . . . - 651 85 20 - —
8. Total Amount disposed of for Dividends,
3 74 7 7 8 24 28
9. Carried to Reserves . . . . . . . .. — - - — 13 2
10. Dividends . . . . . . . . . . . .. 61 3 4 3 4 18
11. Directors’ Fees, etc. . .~ . . . . . . . 3 — - — — -
12. Other Purposes . © . . . . . . . .. — — — — — —
13. Carried forward to Following Year. . . 10 4 3 5 7 8
14. Total as above . . . . . . . . .. . 74 7 7 8 24 28
15. Value of currency (Official rate) in Swiss
francs at the end of each year I.23 1.23 1.23 1.23 1.24 I.24
3. Discounts.
No distinction is made in the balance-sheets RM. (000,000's) ,;;"9 ,’;'3’2 ,’;'3"3 ,’;’s‘; ,’;'3’5
between domestic and foreign bills. The following .
details are available regarding the bill portfolio of Coamgmeial ::11(115 :biils
. . equ r
the Kreditbanken: (ordinary  dis-
counts) . . . . . 2,863 | 1,327 | 1,369 | 1,773 | 1,787
| x|« x| x1f Own acceptances . 5 15 8 8 6
RM. (coe,0007s} roz9 | 1032 | 1033 | 1934 | 1935 gr‘zlxlll?s?;)‘:;’ngs.::o-tes 3 3 2 9 2
Treasury bills : :Lr:r\:n tgybg::sl:?;
Rediscountable at order 1 20 - 4 5
‘Reichsbank . . .| 245 | 110 | X20 87 | 590 vt
Other. . . . . . . 246 | 390 | 460 | 497 | 102 Total 3 (b) . .|2.872 | 1,365 | 1.390 | 1,794 | 1.B00
Total 3 {a) . 491 500 | 580 | 584 [ 701 Grand total . .| 3,363 | 1,865 11,970 2,378 | 2,501
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Treasury bills are non-interest-bearing and are
issued bl;r}{he States as well as by the Reich. The
commercial bill portfolio as shown above excludes
bills rediscounted, which are not included under
Liabilities, but are shown separately outside the
balance:sheet. . :

4. Imvestments and Securities.
The sums shown under (a} consist of “ Loans and

GERMANY

interest-bearing bonds of the Reich and the States”’.
The Treasury certificates given to the big Berlin
banks by the Reich in 1931 and 1932 pending their
reorganisation have not been included in the
present group of the Summary Table, but are shown
under ¢ Sundry Assets’ in group Io. Other
securities (b} are classified in the official statistics
as follows :

Big Berlin banks

Kreditbanken
RM. {000,000'3) Nov. Nov. Nov. Nov. Nov. 1 1

1929 1932 1933 1934 1035 1929 1932 1933 934 935

Pledgeable at Reichsbank and .
other central banks. . . . . . 57 26 30 223 251 12 7 8 175 . 210
Other quoted securities . . . . . 273 157 162 141 180 152 99 69 76 98
Sundry securities. . . . . . . . 71 63 38 112 93 32 41 51 46 58
Total ., . . . . 401 246 280 476 524 196 147 128 297 366

5. Participations.

The sums given in the summary tables are
composed of permanent participations in banks

and banking firms and syndicate participations
( Konsortialbeteiligungen) as follows : .

Big Berlin banks

Kreditbanken
RM. (on0,000's)
) * Nov. Nov, Nov. Nov, Nov.
1929 | x93z | x933 | x93¢ | xg3s | T9%0 | 1932 | 1933} 1034 | 1935
Bank participations, . . . . . . 187 187 190 147 119 11T 144 2% 97 91
Syndicate participations. . . . . 221 221 186 184 159 168 169 172 188 114
Total. . . . . 408 408 376 331 278 279 313 293 285 205

6. Due from Banks (Correspondents).

In the official statistics, the banks’ ** advances to
banks, banking firms, savings banks and other
credit institutions”” are included with other
advances on current account. In the Summary

-
-

Tables, this item has been carried to group 6 and
added to ¢ nostro” balances, which represent
balances accruing in the ordinary course of banking
transactions. ~ (They do not include sums due after
more than three months.) This division is shown
below : ’

Kreditbanken Rig Berlin banks
RM. (000.000')
; Nov. Nov. Nov. Nov. Nov.
1929 | 1932 | 1933 | 193¢ | x93 | 99 | 3% | 3933 | X934 | X935
* Nostro " balances. . . . . . . 1,507 354 282 273 283 1,305 249 189 | 149 123
Advances to credit institutions. 441 358 314 204 217 369 337 290 239 182
Total, . . . . 1,948 712 596 567 500 1,674 586 479 388 305

The bulk of the “nostro’ .balances are due
within seven days.

7. Loans and Advances.

The sums given under () in the Summary Tables
represent ‘‘ debtors in current account ”’, less
cover for acceptances. The latter item is not shown
separately by the banks, but amounts equal t6 the
acceptance liabilities shown in the balance-sheets
have been deducted from ¢ debtors ” and carried

to group 8 of the Summary Tables. Current-
account debtors, as shown in the official statistics,
include advances to credit institutions ; these
advances have been carried to group 6 of the
Summary Tables.

Theé amounts shown under (&) represent
contangos- and other advances to the Stock
Exchange, reimbursement credits and other loans
and advances. The detailed composition of loans

and advances in the years under review is shown
in the following table :
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Kreditbanken Big Berlin banks
RM. {000,005 Novw Nov. Nov. No N
M . . V. 1 ov.
_ e PD 1929 | 193z | 71031 | 1934 | 1935 | 070 | Y9371 1933 | 1934 | 103
Debtors tn current account :
1. Covered by :
Stock-Exchange security .| 1,587 744 689 660 596 | 1,363 618 610
d . . 81 .
Other security . . . . . 3.993 | 3.624 | 3,309 | 3020 | 2,821 | 2,863 | 2,753 | 2,463 2,316 .
2. Uncovered. . . . . . . . 1,927 | Lz212 | 1,026 | 1,072 | 1,064 | 1,425 | 1,011 992 865 .
3.Total . . . . . . .. .. 7,507 | 5,580 | 5,024 | 4,752 | 4,481 | 5,651 | 4,382 | 4,065 | 3,762 | 3,438
Less:
Advances to credit in-
stitutions. . . . . . 441 338 314 294 217 369 337 291 2
2 9 18
Cover for acceptances . 624 839 850 848 819 513 770 765 7;2 723
4 Total7 (a). . . . . . .. 6,442 | 4.363 | 3.860 | 3.610 | 3,445 | 4.769 | 3.275 | 3.000 | 2,751 | 2.535
Other loans and advances :
5. Advances on Stock-Ex-
change securities :
Contangos . . . . . . . 318 1 b3 1| — 208 1 — I .
Lombards . . . . . . . 284 40 32 26 18 264 k} 24 21 .
1 Total. . . . . Goz 41 33 27 18 562 32 24 22 13
6. Reimbursement credits :
Secured by shipping or
’ warel;ouse warrants . 238 130 64 57 . 211 39 70 45
Otherwise secured. . . , 859 543 329 226 - 791 486 279 169 .
. Unsecured . . . . . . 966 407 226 161 .o 799 326 192 119 .
Total. . . . . 2,063 | 1,080 619 444 236 | 1,801 gor 541 333 282
7. Other short-term credits on
pledge of marketable
goods . . . . . . . .. 133 - 65 95 125 32 171 62 42 58 .
8. Total short-term loans and
advances (54+647). . .| 2,850 1,186 747 596 336 | 2,534 995 606 | 413 295
g. Long-term loans . . . . . o6o| 1,213 | 1,290 | 1,334 | 1,174 104 - - - 37
10, Total7 (). . . . . . . . 38r0| 2.359 | 1987 | 1.930 | r.510 | 2,638 995 606 413 332
Grand total (4410}, .| 10,252 | 6,762 | 5847 | 5540 | 4.955 | 7,407 | 4.270 | 3.615 | 3.164 | 2,867

8. Cover for Acceptances.
See note to previous group.

10. Sundry Assets.

The amounts shown under this heading-for the
Berlin banks in 1931, 1932 and 1933 include 300,
410, and 313 million RM. respectively of Treasury
certificates given by the Reich in connection with
their reorganisation, -

12, 13 and 14. Capital, Reserves and Undivided
Profits. ,
The capital account involves double counting in

respect of the bank participations included under
assets.,

16. Due to Banks (Correspondenis).

Sums due to foreign banks are not shown
separately, but the bulk of the credits obtained
with other banks for the account of customers
(seitens der Kundschaft bei Dritten benutzte Kredite)
probably represents liabilities to foreign banks.

The detailed composition of the sums shown in
the Summary Tables is given below :

- Kreditbanken ~ Big Berlin banks
RM. (000,000's) Nov. | Nov. Nov. | Nov. | Nov. [ 1929 1032 | 1933 1934 1035
1929 1932 1933 1934 1935
Credits obtained with other banks| |- . ‘ )

for the account of customers. .| 2,122.{. I,223 .709 540 458 | 1,872 1,693 637 469 417

Due to German banks, bankingr. . - . , .
firms,etc.. . . . 44 - . . - 1,148 | 1,283 | 1,373 | 1,225 | 1,207 937 1,285 | 1.280 | 1,078 | 1,062
Total. . . . . 3,270 | 2,506 | 2,082 | 1,765 | 1,065 2,809 | 2,380{ 1.926 | 1,547 | 1.482




100

17. Deposits.
The official statistics include balances due to
German credit institutions (which have been shown

GERMANY

under group 16 of the Summary Table) along with
other Kreditoren and show the time distribution of
the whole as follows :

Big Berlin banks

Kreditbanken
RM. {ooo,000’s) - Nov. Nov. | Now. Nov. Nov. 1 . .
1929 1932 1933 1934 1935 1929 1932 0933 | 934 935
Deposits . . « « « « = « o o+ -« 10,965 | 6,159 | 5,642 | 6,029 | 5,310 | 9,228 | 4,946 | 4,581 | 4,522 | 4,202
Due to German banks. . . . . . 1,148 | 1,283 | 1.373 | 1,225. 883 937 | 1,285 | 1,289 | 1,078 822
Total. . . . .| 12,113 | 7.442 | 7.015 | 7.254 | 6,193 | 10,165 | 6,237 | 5,870 | 5,600 | 5,024
Thereof :
Payable within seven days. . .| 4,490 3,494 | 3.155 | 3.372 | 3.297 | 4.247| 3002 | 2,779 | 2,800 | 2,585
Payable after seven days and
up to three months, . . . . 6,679 | 2,948 | 3,041 | 3,052 | 2,280 | 5,419 | 2,621 | 2,576 | 2,187 | 430
Payable after three months . .| - 944 | 1,000 819 830 716 499 608 | 575 523 ) ™
Total, as above 12,113 | 7.442 | 7.015 | 7,254 | 6,193 | 10,165 | 6,231 | 5,870 | 5,600 | 5.024
Savingsdeposits . . . . . . . — — —_ - 704 — — — 205 475

18. Borrowings.

The sums shown in the Summary Table for
Kreditbanken are composed as follows :

. Nov. | Nov. | Nov. | Nov, | Nov,

RM. {000,000’} 1929 | 1932 | %933 | 1934 | 1935
Mortgage and munici-

. palbondissues . .| 861 1,086 1,050/ 1,033/ 1,074
Other long-term bor-

Towings. . . . . . 298| 246 302 366 60

Total 1,159 {1,332 | 1,361 | 1,399 | 1,134

Rediscounts are shown by the German banks as
contingent liabilities outside the balance-sheet.
They are therefore excluded from the present group
in the Summary Tables and given as an independent
group (23) outside the balance-sheet proper.

22 and 23. Guarantees and Rediscounts.
These items are classified as contingent liabilities

and excluded from the balance-sheet. Rediscount
Habilities arise in respect of bank acceptances and
other bills, shown separately by the Kreditbanken
as follows : '

, Nov. | Nov. | Nov. | Nov. | Nov.
RM. {000,000’s) 1929 | 1932 | 1933 | 1934 | 1935
Rediscount liabilities
in respect of :
Bank acceptances .| 974 348 335 204 | 386
Otherbills , . . .| 842| 683 897| 1,202 378
Total, . . .[1,816| 1,031 | 1,232 | 1,496 764
Thereof due within
fifteen days . . 562 | 246| =252 362| ...

The interim reports on which the Summary Table
is based also show under contingent liabilities small
amounts of the banks’ own drawings, both for their
own account and for the account of customers.

Summary of Profit-and-Loss Accounts of the Principal Berlin Banks.

No official profit-and-loss statistics are published
in Germany. .Table g (b} is based on the annual
reports of the leading Berlin banks.

I. Gross Profiis.

The composition of gross profits according to the
sources from which they are derived is shown below:

RM. {000,000’s) 1929 | 1932 | 1933 | 1934 | 19035
Net interest from dis-
counts and loans, .| 227 [ 160 | 13, | 133 133
Commissions . . . .| 244 | 157 | 163 | 163 | 139
Profits from invest-
ments and partici-
pations. , . . , . 9 3 3 4 Ir
Total. . . .| 480 | 320 | 300 300 | 283 °

The first item represents the net balance of
interest earned on discounts, loans and advances
after deduction of interest paid on deposit accounts;
some banks include this latter item under expenses.
The sums for total gross profits as shown above
may be incomplete in certain years in so far as the
banks follow the practice of making allowance for
depreciation of their investments, participations
and outstanding credits before disclosing their
profits.

II. Direclors’ Fees, elc.

This item consists only of the directors’ share in
profits (Gewinnanteil des Aufsichisrates). Their
salaries (Beztige des Vorstandes) are included under
expenses in item 2 of the Summary Table,
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GREECE.

Banking developments in Greece during 1934/35
are characterised by an expansion of credit which
is reflected in the accounts of the Central Bank,
in total deposits and in the principal earning
assets of the commercial banks! which are
summarised below :

3L,

30.VI. | 3LXIL
1933

1934 1934

Drachmz {000,000's)

30.VI.
1935

A, Bank of Greece.
1. Gold and foreign exchange .

ol 2 10
2. Commercial loans and dis- 4019 4209 4103 537
counts  , .. ... .. 708 822 1,200 1,256
3. ggﬁe circe h:aﬁlrglil_t: <=« 5.449 5,131 5,686 5,417
4. er sig! abilities . . 5,42 1X0 ,I6:
Of;nbich— 4 4 7 4,105 3,920
a} To Government. . . (x8y) - (xz7) (215) {129)
(b) Tobanks . . . .. (r,221)  (1,560) (1,671} (757)
fe) Other . ., , . .. (+:010)  (5.414)  (2279)  (3,034)
B. Deposits in .
1. Commercial banks . . . . 14,817 15,090 16,2 15,770
" Of which— Sight and savings ' B * 577
dgposits ........ (rz,z81) {11,512) (r2,689) (x2,514)
2. Agricultural banks . 1,350 655 928 788
3. Mortgage banks . . . . . 2,183 2,146 2,239 2,201
4. P.O, Savings Bank . . 1,695 1,775 2,043 hee
C. Commercial Banks' Asses.
roCash ..., ..,.... I,915 2,169 2,435 1,431
Of whick—With the Bank '
_ofGreeoe ....... {x,416) {r,750) (1,876} {z,016)
2, Billportfolio . . . . . . . 2,483 2,567 2,503 2,498
3. Securities ., . . .. ... 1,537 1,570 1,642 1,723
4+ Loans and advances . . . . B,648 8,084 9,681 10,416
Of which— Under 3 months. (5,863}  (6,079)  (6,.493)  (7,107)

The expansion of the volume of credit does not
appear to have been due as in previous years
principally to the repatriation of funds or to an
improvement in other items of the balance of
payments. The repatriation of capital,? which
was estimated at some 6o million Swiss francs
during 1933, dwindled to 23 millions during 1934,
and seems to have practically ceased by the second
quarter of 1935. Emigrants’ remittances? fell
from #%7.5 million Swiss francs during 1933 to
46 millions in 1934, -and income from foreign
tourist traffic * declined from 51.9 to 30 million
Swiss francs during the same period. The passive
balance of commodity trade did not change
appreciably in 1934 as compared with 1933, but
increased heavily in the course of 1935. The gold
and foreign assets reserves of the Bank of Greece,
which had increased by 2,356 million drachme
(70.2z million Swiss francs) in 1933, rose by only
60 million drachme during 1934 and declined by
578 million drachm: during the first half of 1935.

Concurrently with this weakening of the balance-
of-payment position of Greece, total bank credit
rose during 1934/35. Total deposits (items B : 1-4
above) rose from 20,045 million drachm at the
end of 1933 to 21,4x9 millions at the end of 1934.
During the first half of 1935 there was a general
decline in deposits, and their level at the end of
June, though higher than at the corresponding
date of 1934, was distinctly lower than that reached
at the end of December 1934. The recent fall in
deposits does not appear to have been due to
seasonal factors, and -probably reflects the
uncertainty following on the civil strife and
politi;:al disturbances which took place in March
X935- ' :

The note circulation of the Bank of Greece (item
A: 3 above) rose appreciably during 1934, and at
the end of that year reached the level it had attained
at the end of 1928. Except for a slight setback
in the second quarter, this expansion was
maintained in 1935, and the note circulation
reached a new record level at the end of October,
when it amounted to 6,215 million drachmz as
against 5,919 millions at the end of October 1934.
This increase was more than offset, however, by a
heavy decline in bankers’ sight balances at the
Central Bank (item A :4(b) above). The total of
the note circulation and these balances has, since
April 1935, ruled lower than in the preceding year
and amounted at the end of October to 6.4 milliard
drachma, as compared with 7.1 milliards in
October 1934 and 6.8 milliards in October 1933.
The other sight liabilities of the Bank of Greece
consist only in a small part of Government current
accounts ; they are mainly the deposits of the
International Financial Commission. These LF.C.
deposits are made up of the sums accruing to the
account of that institution from revenues assigned
to the service of the foreign debt. In consequence
of the suspension of the transfer of part of the
foreign debt service at the time of exchange
difficulties, these deposits accumulated pending
their release by the I.LF.C. By special arrange-
ments with the creditors, the State was authorised
to obtain certain advances from the Bank of Greece
on the basis of the deposits accumulated on the
account of the I.F.C. The movement of these
advances and of the LIF.C. deposits (shown

1 These figures published by the Bank of Greece are slightly different from the official figures given in the Summary

Table.

Whi'e the latter statistics, which cover the total balance-sheet of the banks, are published with some delay

(as a special supplement to the Official Gazette), the former, which only relate to the principal.ac_counts, are more up to
date and have therefore been used above. The main discrepancy between the two sets of statistics occursin the deposit
figures, which, as compiled by the Bank of Greece, comprise certain items classed as sundry liabilities in the official summary
returns, The movement of the pringipal accounts shown by the two sources is, however, very similar, -
2 Estimates of the Bank of Greece ; see annual reports for 1933 and 1934. ) ) )
3 Depusits with the commercial banks again recovered to a certain extent during the third quarter, particularly as

compared with the low points reached in April and May.

-
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separately only at sample dates in the annual
report of the Bank) has been as follows : _
Advances L.F.C. deposits

to Government (Creditor balance)
Drachma (000,000's)
December ji1st, 1933. . . 2,603 3.444
July 4th, 1934 . . . . . 3.420 4,148
July 26th, 19034 . . . . . 904 1,339
December 3ist, 1934. . . 1,361 1,616
June zoth, 1935 . . . . . 1,619 2,191

The putting into effect of the Agreement of 1933
with the foreign creditors in July 1934 reduced the
balance of the account “ Advances to the Govern-
ment "’ to 9go4 million drachmae, and reduced the
I.F.C. deposit account by a corresponding amount.
There has been, on the other hand, an uninterrupted
rise in the commerciallloans and discounts of the
Bank of Greece (item A :2 above) from 708 million
drachme at the end of 1933 to 1,256 millions at the
end of June 1935, and to 1,728 millions at the end
of October 1935.

The ‘expansion in commercial bank credit is
particularly marked in the loans and advances of

GREECE *

the banks' (item C: 4 above). These rose by
x,768 million drachme, or by over 24%, in the
eighteen months ended June 3oth, 1935. Of this
total increase, 1,244 millions were on account of
loans under three months. The fall of 439 million
drachme in total commercial bank deposits (item
B:1) in the first half of 1935 did not check the
expansion of loans and advances, which rose by
730 millions in the same period ; as a result, the
banks’ cash assets, in particular their balances with
the Bank of Greece (item C:1 above), shrank by
I milliard drachme. The expansion of commercial
bank credit seems, however, to have been arrested
during the third quarter of 1933, when the banks’
rate for advances rose from 7 to 9 %.

The figures in the attached Summary Table for
1931 onwards are based on the statistics published
in the Official Jowrnal. Though similar to, they
are more detailed than those published in the
Monthly Bulletin of the Bank of Greece and
reproduced in the previous editions of this volume.
The profit-and-loss accounts have been supplied,
as in previous editions, by the Bank of Greece.

Balance-sheet Summary.

1. Cash.

Drachma Notes Balances with Total
(o00,000's) and and claims on
coins the Bank of
End of Greece
I93T . . . . 382 745 1,127
1932 « . . . 462 . 400 871
1933 - - - . 516 1,456 1,972
1934 . . - . 560 2,486

1,026

2. Due from Banks (Correspondents).
Sums given under (@) consist of * balances with

other banks ”’, and those under (%) of * gold,
foreign bank-notes and exchange .
3. Discounts.
Drachma In In foreign Total
{000,000"s) drachmee currencies
End of
193 . . . . 1,842 212 2,054
1932 . . . 1,327 116 1.443
1933 . . . 2,443 50 2,493
1934 . 2.455 47 2,502

7. Loans and Advances.

End of 193r 1032 1033 1934
Drachma (000,000's)
Uptozmonths. . .. . .. 6,597 6,673 5.800 6,489
Overgmofiths . . . . . . . 3,129 2,958 2,779 3,192
 Total . ... . 9,726 9.631 8,579 9.681
OFf which—
In drachma . . . . . . 7,282 8,290 7,733 8,853
In foreign currencies . . . 2,444 1,347 846G - 820
17. Deposits.
End of 1937 1932 1933 1934
. Drachma (000,000's)
(a) & (b) Sight and Savings
Deposits ;.
In dra.(_:hmae ...... 5.012 7,438 8,388 9,975
In foreign currency 3.372 1,374 1,016 974
Total . . . . . 9,284 8,812 9,904 10,046
{c) & (2) Time and Other '
Deposits :
In draqhmae ...... 1,317 2,839 2,828 2,653
In foreign currency 1,803 418 206 285
Total . ., .. 3,120 3,257 3,124 2,938

1 There is a statutory limit of 400 million drachm: to th

by the Bank has varied from 187 million drachm= at the e
December 1934 and at the end of June 1935 respectively.

e discount of Treasury bills, and the total of such bills held
nd of December 1933 to 247 and 272 millions at the end of
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GREECE. COMMERCIAL BANKS Table 20 (a).
SUMMARY OF POSITION AT THE END OF :
ACCOUNTS
1929 1931 1932 1933 ‘ 1934
Number of Banks . . ., . ..., ... ..... 35 I 32 | 26 27 \ 26
ASSETS, Drachmz (000,000's omitted)
r.Cash . . ... ... 0 L. 1,109 I,127 871 1,972 2,486
(a) Gold, silver and small coins . . . . . . — - - — —
(b) Inland notes and balances with Central
_ Bank ... ... ...... ... — — — — _
2. Other Items of a Cash Nature . . . . . . . . — — — — -
3. Bills discounted and bought. . . . . . . . . 3,523 2,054 1,443 2,493 2,502
(a) Treasury bills, . . . . . . . e e e e . — - — - —
(b) Commercial bills, Inland. . . . . . . . — - - - —
(c) Commercial bills, Foreign . . . . . . . - — — —_ —
4. Investments and Securities. . . . . . . . . . 1,906 2,021 1,868 1,998 1,645
- (a) Government . . . . . . .. ... .. — - — — —
() Other . . . . . . . . .. ... ... - - — — -
5. Participations . . . . . . ... PP 410 839 710 384 810
6. Due from Banks (Correspondents). . . . . . . 1,627 787 8go 855 640
fa) Athome. . . . . . ... ... ... 240 74 45 249 196
(b) Abroad . . . . ... .. ... ... 1,387 713 845 606 444
-#7. Loansand Advances. . . . . . . . . . ... 6,857 9,726 9,631 |- 8,579 9,681
() On currentaccount . . . . . . . . .. — — — — —
(6) Other . . . . . . . . ... ... .. — — — — —
8. -Cover for Acceptances. . . . . . e e e e e — - — — —
9. Premises,etc. . . . . .. .. ..o 0. 439 — — — —
10. Sundry Assets ... . . . . . e e e 4,324 3420 3,912 4,146 4,451
11. Total Assets . . . . . . « . . v v v v o .. 20,195 | 19,974 | 19,325 | 20,427 | 22,215
LI1ABILITIES.
12. Capital paidup. . . . . . . . . . .. e 688 2 1,06
13. Reserve Funds . . . . . . . .. ... ... 2,099 2,766 2551 .95 93
14. Profit-and-Loss Accounts, Dividend Accounts, etc. — - — - —
15. Cheques and Drafts, etc., in Circulation . . . . 109 - — - —
16. Due to Banks (Correspondents) . . . . . . . . — — — - —
. (a) Athome., . . . .. e e e e e e — - —_ —_ —
(b) Abroad . . . . . . . . . ... ... — — — - —
7. Deposits . . . . . . .. oo o e e 13,235 12,404 | 12,069 | 13,028 13,887
(a) Current accounts and sight deposits . 8,317 0,284 8,812 9,904 | 10,949
(b) Savingsaccounts . . . . . . . . . .. 3,088 _
(c¢) Time or fixed deposits . . . . . . . . . 1,830 3,120 3,257 3,124 2,938
(d) Other deposits . . . . . . . . .. .. — i
18. Rediscounts and Other Borrowings . . . . . . 345 326 324 313 252
19. Acceptances and Endorsements. . . . . . . . — — — — —
zg. SundI;y Liabilities. . . . . . . .« . . . . . . 3,719 4,478 4,381 5,134 6,113
21. Total Liabilities . . . « « « « o o v o o o = 20,195 | 19,974 | 19,325 | 20,427 | 22,215
in Swiss francs at the end
“ Va;? ia?:fx ;:;el?c}f m ............ 0.067 0.067 0.028 0.029 0.029
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GREECE. COMMERCIAL BANKS : Table 20 (5).
SUMMARY OF PROFIT-AND-LOSS
ACCOUNTS AND DISTRIBUTION OF
PROFITS FOR THE YEARS :
ACCOUNTS : . _ :
1929 1931 1932 . | | 1933 1934
Number of Banks. . . . . . e e e e e 28 23 I 21 ‘ 2z 20
. Drachma (00o0,c00’s omitted)
Capital paidup. . . . . . . ... ....... 662 525 622 644 | 634 -
Rogerveg and Undivided Profits . . . . . . . . . 2,098 1,843 I,571 1,601 I,591
I. Gross Profits. . . . . . . ... ... ... 1,563 1,307 1,168 1,136 754 -
To be deducted : _ )
2. Expenses . . . . . . e e e e e e e e , 1,214 1,008 903 901 521
(a) Salaries,etc. . . . . . . .. .. ... 51z - — — 473
(b) Other working expenses . . . . . . . " 609 - | .- —
(c) Taxes,etc. . . . . . . .. .. .. .. 93 - | - — 48
3. Reserved for Pension Funds, etc. . . . . . . . — — - — =
4. Written off on Depreciation Accounts for . . . 141 - 169 | 167 122 108
(a) Premises,etc. . . . . . . .. .. .. _ - - - — —
() Investments and securities. . . . . . . - - — — -
-(c) Otherassets . . . . .. .. ..... ‘ — — T . —
5. Remaining Net Profit or Loss (—) . . . . . . - 208 130 | 98 113 | 125
6. Carried forward from preceding year. . . . . . — — — — —
7. Taken from Reserves or Capital. . . . . . . . —. -~ — — —
8. Total Amount disposed of for Dividends, etc.. . 208 | - 130 98 113 125
g. Carried to Reserves. . . . . . . . . . ... 20 7 4 9 )
10. Dividends .-. . . . . . e e e e e .. - 188 123 8o 86 96
11. Directors’ Fees,etc.. . . . . . . . .. . .. - — — — —
12. Carried forward to following year., . . . . .. . - — 14 18 20
13. Totalasabove . ., . . . . . . . e . 208 130 | 98 | 113 | 125
14. Value of currency in Swiss francs at the end | i
ofeachyear . . . . . . ., .. .. .... 0.067 |, 0.067 0.028 | o0.029 0.029
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HUNGARY.

The fall in deposits, discounts and advances of
the Hungarian commercial banks was arrested by
the middle of 1934, and was followed by a small
increase in the second half of that year or in the
first half of 1935, while mortgage loans continued
to decline, as shown by the following statement of
the banks’ main items :

End of Dec, June Dec. June
1933 1934 1934 X935
Pengd (000,000's)

Cash. . . . . ... .. .. 16 158 171 1
Advances and discounts (less 7 ’ 7 3
rediscounts) . . . . . . . 1,090 1,008 2,020 2,081
Mortgageloans . . . . . . . 600 585 568 556
~Deposits . . . . . . .. .. 2,099 2,000 2,100 2,156
Rediscounts . . . . . . . - 536 565 525 489

It will be seen that the rise in bank deposits was
accompanied by a marked reduction in rediscounts
since June 1934. This reduction is partly due to
the arrangement outlined in the preceding edition *
whereby the State undertook to repay certain
private agricultural debts to the banks on condition
that the latter, in turn, used the sums to reduce
their rediscount indebtedness. The State was
authorised to borrow for this purpose up to 100
million pengd at the National Bank,® and this
accounts for the increase in the Bank’s loans to the
State in 1935, as shown in the following summary

of the principal accounts of the National Bank of -

Hungary :
End of Dec. June Dec. -June Now.
1933 1934 1934 1935 1935
Pengis (000,000's)
Gold, . . ... ... 70 79 79 79 79
Foreign exchange . . . 12 Ix 20 21 28
Discounts . . . . . . 625 569 620 525 547
Loans to State-, . . . so 48 50 60 74
Note circulation. . . . 360 364 381 375 393
Sight deposits . . 103 69 106 -101 130
Of which
State . . . . . - 64 29 72 71 105
Others. . . . . . 39 40 34 30 23

- The note circulation has shown a rising tendency
in the period under review, while a decline has taken
place in the National Bank’s non-public sight
deposits. ‘

The increase in deposits with other credit in-
stitutions, ¢ the improvement in the Treasury

S

position (reflected in a rise of the State’s deposits
at the Bank) and the increase in its foreign exchange
holdings led the National Bank to lower its discount
rate, which had been unchanged at 4349 since
October 1932, to 49 on August 29th, 1935. The
interest rates on commercial bank loans and
deposits were also reduced by 4% as from
September 1st, 1935, so that the maximum rate
on loans was fixed at 74 % (7% in the case of the
big banks) and the maximum allowance on deposits
at 2} to 4} 9% according to the category of the bank
and the type of deposit. The interest rate on the
debts of * protected " smallholders ® was reduced
from 4 to 34 % and that on other agricultural debts
from 5} to' 5% on the basis of a Law of October
12th, 1935, which provided for the conversion of
short-term agricultural debts to banks into long-
term negotiable securities.

By a Decree of February 26th, 1935, the Foreign
Creditors’ Fund was replaced by a “ Cash Office
for Foreign Credits '’ administered by the National
Bank. The Office was authorised to invest the
pengd amounts received by it on account of the
service of foreign long-term debts in such a manner
as to be readily available when the possibility of
transfer arises. Under this provision, the Office
made loans to the State amounting to 46 million
pengd on September 30th, 1935,

A Decree of March 6th, 1933, required all gold
held by private persons or firms to be reported at
the National Bank, but at the same time authorised
the Central Corporation of Banking Companies to
buy such gold at the price of 6,000 pengd per
kilogramme, which represented a premium of 58 %
on the official parity of 3,794 pengd. At the end of

' March 1935, the buying price was reduced to

5,840 pengb (53 % above parity).

A new Standstill Agreement was concluded on
June 25th, 1935, with the British and American
banking creditors, providing for a further reduction
in interest (by 3% if paid in pengd) and for a
compulsory repayment of 3% (as against 5 % under
the previous agreement) of the outstanding
principal.

At the beginning of December 1935, the system
of export premiums paid out of the proceeds of
surcharges on exchange required for imports was
put on a new basis. This system, administered by

1 Tt must be noted, however, that the exact amount of commercial banks’ rediscounts is not known, as some of
the large Budapest banks do not publish their rediscount figures.

2 See Commercial Banks, 1929-I934, page 62.

i vati . i t amounted
3 It is stated that the total of advances made to the State by the National Bank under this arrangement am
to 30 million pengd on October 12th, 1935, the date at which a new law on agricultural debts came into operation (see

below).

+ Total deposits at the Post Office Savings Baok and the twelve leading commercial banks of Budapest stood at

1,294 millions at the end of September 1935 as against 1,224 and 1,200 million pengd at the same date in 1934 and 1933

respectively.
5 Sep Commercial Banks, 1925-1933, page 134-
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a Compensation Office set up on December 1st,
1932, was characterised by the fact that the
export premiums granted and the import surcharges
levied varied for every individual transaction
according to the nature of the article? and according
to the country of destination or origin. * In the
first eight months of 1935, the average premium
on exports fluctuated between 21.7 and 24.8%
(as against 17.9 to 18.9% in 1934), while the
average surcharge on exchange for imports varied
from 24.8 to 28.5% (as against 20.2 to 23.1% in
1934). The main innovation introduced in
December 1935 was the fixing of uniform rates of
premium and surcharge for all commodities ; at
the same time, the rates were considerably raised.
Differentiation according to countries was mnot,

HUNGARY

however, completely abolished : for countries with
which Hungary has clearing arrangements (such
as France, Switzerland, Belgium), the export
premium was fixed at 389% and the import
surcharge at 419 for non-clearing countries
(United Kingdom, United States of America,
Netherlands, Spain, the Scandinavian countries,
etc.) the uniform rates of premium and surcharge
are 50 and 53 % respectively.® Thus the margin
between premium and surcharge rates is narrowed
down to 3%. Finally, a provision by which all
foreign exchange not emanating from exports is to
be paid for by the National Bank at a premium
of 50 9% above the official exchange rates is expected
to be of considerable importance in putting an
end to the ‘* black market ** in foreign exchange.

” -
’

Balance-sheet Summary.

3. Bills discounted and borught.

Bills rediscounted are maintained under assets
and are shown as a separate item under liabilities.

7. Loans and Advances.

The sume under (a) include participations,
while () represents mortgage loans. :

17. Deposits.

P:ngé (oo00,000's) 1929 | 931 | I932 | 1933 | 1934
Current accounts : .
Budapest . . . . .| 845] 765( 722] 733 630
Provinces . . . . . 75 651 48| 42| 44
Total . . .| 920{ 830} z770{ 775 674
Savings accounts : -
Budapest . e 635 536 409| s519| 3546
Provinces . . . . . 3571 275| 220| 212 =213
Total . 992{ - 811| 719 731| 76I
** Creditors ™ : :
Budapest . . . .. 799| ©694| 6oo| 368) 575
Provinces . ., . . . 110f 110| 1XII] 101 (%]
Total . , .| oo0g| 804 711 669 6635
Grand total . .| 2,821| 2,445| 2,200 2,178 2,100

The discrepancy between these totals and the

- figures shown in the Summary Table is stated to

be ““due to reasons of a techmical nature in
constructing the balance-sheets of some institutes”.4

18. Rediscounts and Borrowings.

Pengd (000,000's) 1929 | I93I | 1932 | 1933 § 1934
1. Rediscounts : - :
Budapest . . . . . 83f 206f 169| 1xs0] 151
Provinces . . . . . 364 418| 412] 386| 374
2. Own bond issues (Bu-
dapest banks) . . .| 371 450 407| 437] 402
Total . . .| 818] r,071| 1,077 o973] 927

The rediscount figures do not include several big
Budapest banks which do not show the amount of
rediscounts in their balance-sheets. In the case
of the provincial institutions, 54 per cent of their

. total bill portfolio of 683 million pengé was
rediscounted at the end of 1934. :

The second item represents the mortgage and
“ communal ’ bonds issued in connection with
the long-term loans (item 7(b) above) of the banks.

Profit-and-Loss Accounts.

The following figures are available for the eleven
large Budapest banks, which — with a combined
share capital of 198.2 millions and deposits
amounting to 7,228 million pengd at the end of
1934 — account for well over half of the total
resources of Hungarian banks. '

193¢  I932 X933 TI934
Peng® (000,000°s)
Grossprofits . . . . . . . . 8L3 610 3566 55.9
Expenses (including taxes) . . 46.6 38.6 36.7 35.6
Netprofit . . ., .. ... + 326 120 104 108
Dividends . . . . . . . .. 22.7 5.6

3.8 3.8

! In the case of imports, the discriminating surcharges represented frequently a method of commercial policy.

_’ Exports, for example, to those countr
available without any restrictions,

* The premiums and surcharg

. Czechoslovakia and Roumania,

ies were frequently favoured where the foreign exchange proceeds were

es hz!.ve little or no si_gniﬁcance in Hungary's trade with countries like Germany, Ita.ly,'
which is governed by direct barter and compensation agreements.

¢ Economic Bulletin of the Central Corporation of Banking Companies, No. 3, 1933.
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HUNGARY. COMMERCIAL BANKS Table 21 ().
SUMMARY OF POSITION AT THE END OF :
ACCOUNTS
-~ 1929 1931 1932 1933 1934
Numberofbanks. . . . . . .. .. ...... 529 474 450 436 426
ASSETS Peng {000,000's omitted)
L.Cash . . . v o i v it
) (a) Gold, silver and small coins. . . . . . . '
(b) ]ISHIa{cld notes and balances with Central 301 234 208 167 171
ank . .. . .. e e e e e e
2. Other Items of a Cash Nature . . . . . . . .
3. Bills discounted and bought . . . . . . . .. 1,836 | 1,804 1,714 | 1,684 | 1,730
(@) Treasury bills . . . . . . ... ... — — — — —_
(b) Commercial bills, Inland . . . . . . . — — —_ — —
(¢) Commercial bills, Foreign . . . . . .. — — — — —
4. Investments and Securities. . . . . . . . .. 123 118 262 258 260
(a) Government . . . . . . . . . . . .. — — — —- —
(b) Other . . . . . . . . . ... — —_ —_ —_ —
5. Participations . . . . . . . .. ... ..
6. Due from Banks (Correspondents). . . . . . .
(a) At home. . . . . f e e e e e e e
(b) Abread . . . . . .. ... .. e e . . . . .
7. Loans and Advances . . . . . . . . . . .. 1,974 1,793 1,53L |. I,442 1,383
(a) Oncwrrentaccount . . . . . . . . .. 1,310 1,147 892 842 815
(b) Other . . . . . . T e e e e e e 664 646 639 600 568
8. Cover for Acceptances. . . . . . . . . . . . — —_ —_— — —
g. Premises,etc. . . . . . . . .. o0 ... 118 115 125 136 141
10. Sundry Assets . . . . . e e e e e e e e 70 104 197 | =201 175
II. Total Assets . . . . . . . . . . e e e .. 4,422 4,258 4,037 3,888 3,860
LIASILITIES. : :
12. Capital paidup. . . . . « « « « « « o . .. 394 386 383 378 376
13. ReserveFunds . . . . . . . .. . . . .. 219 249 231 248 254
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 62 35 27 16 25
.15. Cheques and Drafts, etc., in circulation. . . . . — — — — —
16. Due to Banks (Correspondents). . . . . . . . . . . . .
(a) Athome. . . . . . . . .« ... . . . . .
(b) Abroad . . . . . . . . . ... . . . .
17. Deposits . . . . . ¢« - . o o oo e e 2,320 2,413 2,164 2,099 2,100
(a) Current accounts and sight deposits . . — — — —_— —
(b) Savings accounts . . . . . . . . . .. — —_ — — —
(c) Time or fixed deposits. . . . . . . . . — — — —_ —
(d)} Other deposits . . . . . . . . .. .. —_ — — — —
18.  Rediscounts and Other Borrowings. . . . . . . 818 | 1,071 1,077 973 927
19. Acceptances and Endorsements. . . . . . . . — — — - —
20. Sundry Liabilities. . . . . . . . -« -« . . 109 104 155 174 178
21. Total Liabilities. . . . . . « « « « « « « « & 4,422 4258 | 4,037 3,888 3,860
22. Value of currency in Swiss francs at the end of
eachyear. . . . . - « « « « o o ¢t o o .- 0.91 0.9I 0.91 0.91 0.9I
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INDIA.

The outstanding banking development in India
in the course of 1934/35 was the establishment of
the Reserve Bank of India by the Act of February
16th, 1934, ! and the commencement of its opera-
tions on April 1st, 1935. A summary of the

Bank’'s first and most recent weekly returns is
given below : ' :
April 5th,  Oct. 25th,
1935 1935

Rupees (000,600s)
A. Issue Department,

.God. , ... ... .. .. 444 444
Of which— In India . . . . . (416) (416)
2. Sterling securities , . . . . . 486 662
3- Rupeecoin . . . . . . ... 499 586
4. Government of India securities . 431 255
5. Noteissue . . . . . . . . . 1,861 1,947
B. Banking Department.
1. Notes . . . . ... .. .. 190 345
2. Notes, rupee and subsidiary
coim . . . . . e e e e . I 2
3. Balances held abroad . O II9 103
4. Investments . . . . . c e e 50 54
5. Capital and reserves . . . . . 100 100
6. Deposits . . . . . . . ... 262 397
Of which—
fa) Government ., . ., . . {184) (roz)
{b) Banks . . . . . ... - {78) {295)

_The issue department of the Reserve Bank took
- over from the Government the note issue and the
assets held against the issue. At the end of
September 1934, the note issue amounted to
1,851 million rupees, and the cover was made
up as follows (in million rupees) : gold 415, sterling
securities 130, Tupee coin ¢86, and Government of
India securities 320. At the same date, the
Government of India held in London gold
amounting to 29 million rupees, and sterling assets
worth some 504 million rupees. The Reserve
Bank began operations with the same stock of gold
as that held by the Treasury and the Government
of India at the end of September 1934, but its
holdings of rupee coin and sterling assets were
smaller by 487 and 148 million rupees respectively
than those held by the Government of India six
months earlier. Part of the reduction in silver
coins is probably due to the sale of silver by the
Government of India in the world market ; the

London Silver Agreement of July 1933 provides
for the sale of 35 to 50 million ounces a year, or
about 105 to 150 million rupees’ worth of silver.
The maintenance of the exchange value of the
rupee at Is. 6d. 2 — despite the relatively low level
of the Indian favourable balance of trade 3 — and
the payment of the foreign debt service has been
made possible only by the dishoarding and exports
of gold shown below. 4 :

1. 2. 3. .
I . Decrease
Millions of Net Gold ~faease IL i, private

- Government :
dollars of old exports production reserves of gold holdings

Id content of gold in India in India
g0 g gold (x+3—2)
I93L . . . . 95.7 6.8 33.5 122.4
1932 . . . . 195.7 6.8 0.1 189.0
1933 . - . . 126X 6.9 — 119.2
1934 . . . - I35.7 - 6.6 o.I- 120.2
First8months
" of 1935 . - 67.4 4.5 - 62.9
Total1.1.1931- . ’
© 3L.vnLig3; 620.6 31.6 33.7 - 622.7

The ratio of the Reserve Bank’s holdings of gold
and sterling securities to its note issue rose from
50% on April 5th to 56.8 % on October 25th, as a
result of an increase of 176 million rupees in the
sterling assets of the Bank. The other changes in
the Bank’s accounts during this period were a
decrease in the Government.of India securities
— due to a general reduction in Treasury bills
outstanding — and an increase in the note issue.
The expansion in the note issue was due to the
increase of 165 million rupees in the amount of
notes held as cash by the banking department,
which Pegan to exercise its functions of bankers’
bank only as from the beginning of July. Prior
to that date, its bankers’ deposits consisted entirely
of the balances of the Imperial Bank of India,
which had transferred its Government banking
functions to the Reserve Bank on April 1st.

The banks which are required by the Reserve
Bank Act of 1934 to keep balances with the Reserve
Bank amounting to 5% of their demand and 2 %
of their time liabilities are those whose aggregate
paid-up capital and reserves are not less than
500,000 rupees. The Bank Act gives a list of
fifty such banks in the Second Schedule, and they
are officially referred to as “ scheduled banks .

! See Commercial Banks, 1925-1933, page 324, and Commercial Banks, 1929-1934, pages 194 and 105,

Is. 62

s 4- Per rupee,

* Section 40 of the Reserve Bank Act of 1934 requires the Bank to buy sterling at 1s. 5:—: d. and to sell sterling at

* India’s balance of commodity trade has shown the following movement since 1929 (year ended March 31st) :
Rupees {000,0007s)

1929
+ 665

1930

1931
+ 538

4 371

1932
-+ 223

1933
—535

1934
+ 271

1935
+ 113

Only the service of her foreign debt requires at least 500 million rupees (about £40 million) annually,

¢ Data of the Federal Reserve Bulletin,
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Of these fifty banks, nineteen are the branches of

foreign banks doing business in India, sometimes -

designated as the exchange banks. The Imperial
Bank of India is also included among the
« scheduled > banks ; the remaining thirty banks
are Indian joint-stock banks. The relative
importance of the banks holding balances with
the Reserve ‘Bank in the commercial banking
system of India may be judged from the following
figures relating to the deposits at the end of xg9301?
of institutions other than the Post Office and
indigenous bankers, of which there are at least
some 1,500,000 :

Number  Total deposits
of in India
banks = Rupees (000,000's)
1. Exchangebanks . . . . . 18 681
2. Imperial Bank of India . . r 766
3. Indian joint-stock banks
with paid-up capital and
reserves of over 500,000
TUPEES. . o+ « « + « » . 30 632
Total (' scheduled-banks ™) 49 2,079
4. Indian joint-stockbankswith
paid-up capital and re-
serves of under 500,000
TUPEES . . . « - .« . .« 54 43
5. Co-operativebanks . , . . 196 3o1 -
Total . ... .. 299 2,423
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The banks coming under the control of the
Reserve Bank are those of the first three groups
whose deposits represented at the end of 1930 85 %
of the deposits held by all reporting credit institu- .
tions, exclusive of the Post. Office, and over 65%
of the deposits held by these institutions and the
Post Office. (Theindigenous bankers work mostly
with their own capital.)

The first and the most recent monthly return
of the ‘ scheduled ’ banks, as compiled by the
Reserve Bank, are given below :

August znd, October 25th,

1935 1933
Rupees (000,000's)
1. CashinIndia , . ., . . . 57.5 51.6
Ot which—
{a) Notes . . . . ... (49.9) (43-9)
(b) Rupees . . . . , , (5.1} (4.9}
{¢) Subsidiary coin. . . (z.5) (2.8)
2. Balances with Reserve Bank 291.1 290.4
3. Bills discounted in India , . 33.9 23.0
4. AdvancesinIndia . . .. . 937.9 836.9
5. Liabijlitiesin India . . . . 20876 2,160.9
Of which—
{a) Pemand. . . . . . (1,101.1) (x.209.7)
(b) Time . . . .. .. (986.5) (960.2)

It should be noted that the bill portfolio does not

include Treasury bills.

1 More recent figures are not available.
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- ITALY.?

The principal changes which occurred in the
Ttalian monetary and banking situation during 1934
and 1935 were the contraction of the volume of
commercial bank credit, the expansion in the
discounts, loans and sight liabilities of the Bank

End of : Dec. Dec.
’ 1929 1930
Numberofbanks . . . . . . . . . 337 301
Assets, _
1.Cash. . . . « « « « ¢« « « & 1,174 1,516
2. Sight balances with other institu-
tions. . . . . . . . . . . L8035 1,003
3. Billportiolio . . . . . . . .. 13,390 13,282
4. Rediscounts (effetti riscontati) 1,485 2,193
5. Loans and advances . . . . . . 6,189 5.544
Of which—
fa} Current account loans . . (2,336) (2,462)
fb) Contangoloans . . . . . (3.592) (2.,763)
6. Correspondent debtors . . . . . 7,997 8,313
7. Securities . . . . . . .« 4 . 4,437 3,978
8. Participations . . . . . . . . . 1,122 1,200
g. Other assets® ., . . . . . . . 1,136 744
Liabilities.
10. Paid-up capital . . . . . . . . 3411 3,146
TI. Reserves . . « « + o o = = =+ = 1,218 1,282
12, Cheques and draftsin circulation . 775 703
13. Deposits . . . . . . . . - . . 9,703 9,444
14. Correspondent creditors . . 19,910 19,800
15. Rediscounts and borrowings . . 1,497 1,174
16. Acceptances . . . . . v « . . 1,566 1,259
17. Other liabilities® , , . . . . . 1,036 720
18. Toial balance-sheet . , . . . . . 44,777 43,506

of Italy, and the imposition of strict control over
exchange operations. The contraction in
commercial bank credit may be seen from the
following summary of the accounts of the principai
commercial banks,? : '

Dec.

Dec. Dec. Dee. June June
1931 1932 -1933 1934 1934 1935

282 251 223 217 211 212

Lire (oco,000's} -

1,096 1,164 1,206 964 1,144 1,008
1444 1103 1040 3814 3960 3716
13,058 12,466 12,370 10,149 9,513 9,625
2,100 3,714 2,015 1,942 1,962 1,703
3.845 3,338 3,587 3,386 3,314 3,186
(1,886)  (x.815) (1,707) (n.886) (1,988} (1,925}
{1,806) (1,331) (1,618) (r,213) (r,081) ({1,019)
6,582 6.235 6,367 4,941 5.289 5,187
3,188 3,053 3,531 3.647 3.472 3,419
652 ° 608 583 519 488 478
889 721 706 717 730 634
2,088 2,882 5,840 2,828 2,785 2,780
277 1,755 1,253 6oz 599 623
584 517 555 472 523 472
7.977 7,517 8,205 8,493 8.447 8,601
17,123 15,561 15478 14,393 13,642 - 13,397
656 1,234 G669 1,002 . 1,414 1,170
584 448 418 382 435 357
780 690 689 664 597 460
38,038 37,345 34960 33,520 33,047 32,154

8 Other assets and liabilities include small amounts designated as ‘' agrarian current accounts ”’, and the interbranch

accounts.

Tt will be seen that the slight recovery which set in
during 1933 was not maintained in the subsequent
period, and that the principal accounts of the
banks have continued to decline, though at a
considerably slower pace than during 1929-1932,
and still remain below the low level reached at
the end of 1932. While ordinary deposits have
tended to increase since 1932, correspondent
creditor accounts have shrunk very considerably,
the combined deposit and correspondent creditor
accounts falling by 1,692 million lire in the eighteen
months ended June 30th, 1935. At the same time
there has been a considerable decline in the banks’
own funds, due principally to the offwritings
carried out in connection with the transfer of
industrial participation to the Istituto per la
Ricostruzione Industriale,® which has been partly

made up by an increase in rediscounts and other
borrowings. The decline in the resources of the:
banks was accompanied by a heavy reduction
in their principal earning assets. Total bill
holdings, correspondent debtor accounts  and
contango loans fell by 2,745, 1,180 and 500 million
lire respectively in the eighteen months ended
June 3oth, 1935. In view of the increase in the
State floating debt by over 3,000 million lire
during this period, it would appear that the decrease
in commercial bills was very much more than is
indicated by the decline in the total bill portfolio.
As the sight liabilities on private account of the
Bank of Italy fell from 1,270 million lire at the
end of December 1933 to 836 millions at the end
of June 1935, it seems that the increase during this
period of 2,676 million lire in the sight balances

* Since this chapter was written, a radical reform of the banking system has been effected by the Law of March
16th, 1936. The principal provisions of this law are described on pages 67 and 7o0.

3 These have been published since April 1935 in the official Bollettino Mensile di Statistica dell’Istituto Cenivale di
Statistica, Though covering a smaller number of institutions than the returns published in the annual reports of the
Bank of Italy, they refer to the most important ordinary joint-stock banks, whose deposit and correspondent creditor
accounts represented at the end of 1933 over 95 9 of the combined deposit and correspondent creditor accounts of all
ordinary joint-stock banks operating in Italy. The accounts published by the Bollefiino Mensile are more complete and

are published bimensually,
* See Commercial Banks, 1929-I1934, page 68,



of the commercial banks with other- institutions
appears to represent an expansion in transactions
with the Istituto per la Ricostruzione Industriale
in connection with the transfer of industrial assets,
and does not signify an increase in liquidity of the
banking system as a whole.

As the big three — namely, the Banca Commer-
ciale Italiana, the Credito Italiano, and the Banca
di Roma — no longer publish half-yearly retumns,
it is not possible to gauge accurately their recent
development and the extent to which the movement
of their accounts influenced those of the whole
group of ordinary joint-stock banks. Their accounts
for the end of 1934 given in the attached Summary
Table do not -disclose any remarkable changes
over the-previous year and suggest that they did not
experience the same difficulties as some of the other
ordinary joint-stock banks. Their deposit accounts
increased by 248 million lire, while their corre-
spondent creditor accounts dropped by 468 millions.
In the case of the other joint-stock banks, deposit
accounts remained practically unchanged, whereas
correspondent creditor accounts shrunk by some
1,370 millions. The significant changes in the
principal assets of the big three during 1934 were
reductions in cash assets, loans and advances,
securities, and bill holdings amounting to 15, 14,
13 and 3 9 respectively, and an increase of 109 in
- correspondent debtors. Of the total reduction of
2,857 million lire in the bill portfolio of all the
ordinary joint-stock banks during this period, only
3xx millions were on account of the big three and,
whereas the correspondent debtor accounts of all
the joint-stock banks declined by .1,078 million
lire, those of the big three rose by 420 millions.

The contraction of deposits was not, as in
previous years, limited to the ordinary joint-stock
banks, but extended to other credit institutions :

Deposits : Dee. June Dec. June
] 1933 1934 1934 1935

1. Ordinary joint-stock Lire {0c0,000's)
banks. . . . . . 23,683 22,8806 22,080 21,992

Of which—correspon-
dent creditors . . (15,478) (14,393) (13.642) (13,391)
2. Regional banks (de-

positsonly} . . . 1380 1504 1,585 1,589
Total commercial .
banks {1-2) . . 25,264 24.450 23,674 23,5871
3. Ordinary savings
banks. . . . . . 19,524 10,472 19,373 19,150
4. Postalsavingsbanks. 19,403 19,846 20,432 19,997
5. People’s co-operative
banks. . . . . . 1,794 1,799 1,799 1,869
6. Mongi di Pietd . . . 713 635 665 638
Total savings and
other banks (3-6) 41.434 41.752 42,409 41,660
7- Special public credit
institutions . 4,479 4.631_ 4,280 4.340
Grand total (1-7) . 71,177 70,833 70,441 09,581
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-course of 1935.
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Deposits (including current accounts) with the
ordinary and postal savings banks, which had
increased uninterruptedly from 28,233 million lire
in 1929 to 38,926 millions in 1933, rose only by
1,079 millions in the course of 1934 and began to
decline during the first half of 1935. Similarly,
deposits with the special public credit institutions
and the Monti di Pietd, which had been on the
increase in the previous years, began to fall off
during 1934/35.

The same tendencies are brought out by the
most recent returns available for the joint-stock
banks and the ordinary and postal savings banks,
those of August 31st, 1935.1 The deposit and
correspondent creditor accounts of all the ordinary
joint-stock banks stood at 8,548 and 13,171 million
lire respectively at the end of August 1935 as against
8,586 and 13,849 millions respectively at the
corresponding date in 1934. Deposits with the
ordinary savings banks fell from 19,518 million lire
at the end of August 1934 to 19,164 millions at
the end of August 1935, and postal savings deposits
show a decline for the first time since 1929,

- amounting to 301 million lire during the year ending

August 31st, 1935.

The gradual deterioration in the position of the
joint-stock and other banks occurred during a
period in which production and price indices showed
a marked tendency to rise and central bank credit
was expanding. The general industrial production
index of the Ministry of Corporations, 1928=100,
rose from a monthly average of 80.5 in 1933
to 88.3 in 1934, and from an average of 82.7 in
the first six months of 1934 to 102.7 in the first
half of 1935. Bachi’s index of wholesale prices,
1928=100, though falling from 60.6 in 1933 to
59.I in- 1934, showed a marked increase in the
It rose from 58.8 in August 1934
to 69.9 in August x935. This rise in the general
index was due equally to an increase in the prices
of goods produced and consumed in Italy and in

_ the prices of imported products.

The recent expansion in central bank credit may
be seen from.the following summary of the principal
accounts of the Bank of Italy :

31.XI11,
1933

30.X,
1935

30.VI,
1934

20.X.  3L.XIL,

1934 1934
Lire {000,000"s)

6,117 8,812

30.¥1.
1935

.Goldathome.. . 7092 6,469
. Credits and balan-
cesabroad . . . 308 4 29 72 195 379

5,380 3,016

N

3. Domestic bill port-
folio. . . . . . 3684 3,749 3,267 4,003 3449 4,593
4» Loans against pub-
lic securities . . 1,010 1,554 1,264 2450 2,116 3,234
5. Advances to IRI . 1,138 1,188 1089 1,001 846 845
6. Note circulation . 13,243 12,888 13,036 13,145 13,029 15278
7. Other sight liabili-
ties . .. ... 3,329 3400 2,060 3,541 2357 1,363
e
a) On Treasury
fe) account . (2,050) (2.427) (1.003) (2,736) (1.421) (368)
b) On private .
o account . {1,270) ({973} (976} (Bos) (836}  (995)

1 The publication of these and other financial and economic data for subsequent dates was stopped by the Decree of

November 13th, 1935.
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Though loans against securities have been on the
increase since December 1933 and discounts began
to rise in November 1934, the expansion in central
bank credit did not become marked until after
June 1935. The last return of the Bank of Italy
made available before the Decree of November
13th, 1935, suspending the publication of financial
data, that of October ~zoth, 1935, shows a
considerable increase in discounts and loans
amounting to 1,326 and 1,97omillion lire respectively
as compared with October 2oth, 1934. This is
reflected in a rise.of 2,242 millions in the note
circulation during the same period. -(The note
circulation at the end of 1935 stood at 15,457
million lire — {.e., 2,312 millions, or 17%,, higher
than at the end of the previous year.) While
bankers’ balances increased by 19 millions over the
preceding year, Treasury balances were reduced to
about a third of the amount outstanding on
October zoth, 1934. Despite this latter reduction,
total sight liabilities, inclusive of notes, were, on

- October 2o0th, 1935, 1,537 million lire, or about
129, higher than at the corresponding date in 1934.

The accounts of the Bank of Italy were
maintained at a high level prior to June 1935 and
expanded since that date despite continued
reduction in its gold and exchange reserves. The
combined gold and exchange reserves fell gradually
but continuously from 11,071 million lire at the
end of 1928 to 6,702 millions at the end of May 1934.
The loss of 4,369 million lire of gold and foreign
assets during this period is attributed by the Bank
of Italy ! primarily to Italian investments abroad,
in particular the purchase of foreign securities and
of Italian securities issued abroad. In order to
arrest a further drain of gold on this account, two
decrees, published on May 27th, 1934, instituted
official exchange control. The first decree Jimited
exchange dealings to the necessities of trade and
prohibited the export of bank-notes and cheques
payable in Italy. The second decree required that
individuals and institutions should have stamped
such foreign securities as they possessed in Italy,

issued abroad. The loss
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and should declare the amount of their exchange
and credit balances abroad, whether in the form of
balances, foreign securities or Italian securities
of gold continued,
however, and the Bank’s gold and foreign asset
reserves fell further by 818 million lire in the seven
months ended December 31st, 1934. The exchange
control was reinforced in December 1934 and in
May 1935, and on July 27th the article of the
Stabilisation Law of December 21st, 1927, requiring
the Bank of Italy to maintain a minimum gold
cover of 409 against notes in circulation was
suspended. From the imposition of official control
on May 27th, 1934, to four days after the suspension
of the gold convertibility of the lira on July 27th,
1935, the Bank of Italy’s gold and foreign asset
reserves declined by 1,089 million lire. Gold losses
continued at the accelerated rate of 400 million
lire a month in August, September and October,
and between the beginning of August and October
20th the Bank of Italy’s gold and foreign asset
reserves were reduced by a further 1,298 million
lire. According to the annual report of the Bank
of Italy for 1935, gold and foreign exchange reserves
fell by another g21 million lire between October
2oth and December 31st, 1935, gold reserves
amounting to 3,027 millions at the latter date as
against 3,936 millions at the former date. The
average discount on the lira, which had increased
from 1.03%, in 1933 to 2.98%, in 1934, rose to 79
in 1935 and 9.89, in January 1936. Bank-notes in
the free market in Paris were, however, dealt in at
larger discounts. During August 1935, the lira
was quoted at 1 French franc, or at a discount of
over 25%,, and during November lire were dealt in
at 0.80 to 0.88 French franc per lira, or at a discount
of over 36%. As from November 27th, the
Bank of Italy decided to purchase gold at
15.5 lire per gramme of fine gold instead of at
12,6276 lire fixed by the Stabilisation Law of
December 1927." This implies a decline in the gold
weight of the lire from 0.079191 to 0.064516
gramme, or a depreciation of 18.53 %.

REFORM OF THE BANKING SysTEM.

A Law passed on March 16th, 1936, regarding
the protection of savings and the regulation
of credit constitutes an important reform of the
credit structure of Ttaly and a further step in
the State control over the banking system. 2 The
present law is essentially a measure designed to
increase central control over banking and credit
organisations ; it centralises all powers hitherto
exercised by various organisations into a newly
created * Office of Inspection for the Protection

! Annual report dated March 3oth, 1935, page 13,

of Savings and the Exercise of Banking Business *’
(Ispettorato per la Difesa del Risparmio e
I'Esercizio del Credito) and increases the power
of control and inspection of the new organisation.
The Office of Inspection will be constituted
by a Ministerial Committee consisting of the
Head of the Government, and the Ministers of
Finance, Agriculture and Forests, and Corpora-
tions, and will have as its administrative head
the Governor of the Bank of Italy. . The Pprincipal

[Continued on page 121,

* The evolution of Italian banking in recent i 5 i i
; ) years and the increased réle of the State in, ana its greater contro}
the banking and credit structure of the country was described on pages 65 to 67 of Commercial Banks?:gzg-rg_u. oven
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Table 22 (a).

SUMMARY OF POSITION
AT THE END OF :

ACCOUNTS
1930 1931 1932 1933 1934
Numberof:Banks. . . .. ... ... .. . 3 3 3 3 3
Branches and Sub-Branches . . . . . 360 370 399 397 401
ASSETS. Lire (000,000's omitted)
1. Cash. .. .o Lo e,
(a) Gold silver and small coins . . . . . .
(b) InlBandknotes and balances with Central § 1,528.7 | 1,392.8 | 1,431.3 | 1,435.9 | 1,222.1
ank . . ... 000000
2. Other Items of a Cash Nature . . . . . . . .
3. Bills discounted and bought .. . . . . . . .. 8,067.4 |10,216.4 | 9,535.8 |10,444.1 [10,132.5
(a) Treasury bills. . . . . ... .. ... — — L — — _—
- (b) Commercial bills, Inland. . . . . . . . -—_ — — —_ —_—
(¢) Commercial bills, Foreign . . . . . . . — — — — —
4. Investments and Securities. . . . . . . . . . 1,423.6 | 983.6 | 1,148.9 | 1,050.6 | ogI1.7
(a) Government . . . . . . . ... ... — — — - —
(b)Other. . . . . ... ... ..... — — — — —
5. Participations. . . . . . .. .. ... ... 90I.2 510.8 473.3 474.0 411.3
6. Due from Banks (Correspondents). . . . . . . 6,563.0 | 4,914.8 | 5,022.3 | 4.127.8 | 4,547.6
(a) Athome. . . . . .. ... ... .. — — — - —
(b) Abroad . . . . . .. ... ... .. — — — — —
7. Loansand Advances. . . . . . .. .. ... 1,682.5 | 1,085.5 842.7 850.6 | 727.3
(a) On currentaccount . . . . . . . . .. — — — — —
.(b) Other . . . . . .. e e e e e e e — — — - —
8. Cover for Acceptances. . . . . . . .. ... 1,100.5 498.4 394.6 362.8 378.2
9. Premises,etc. . . . . . . . . . ... ... - 119.0 121.8 125.4 125.3 125.2
T0. Sundry Assets . . . . . . . ... ... 483.0 548.0 528.7 311.8 366.4
IT, Total Assets . . . . . . . .. . .. . ... 22,768.9 |20,272.1 |{19,503.0 [19,182.9 |18,822.3
LIABILITIES.
12. Capital paidup. . . . . . . . .. .. 1,400.0 | 1,400.0 | I,400.0 | 1,400.0 | I,400.0
13. Reserve Funds . . . . . . . . . ... ... 9350 | 939.0| 9420 28o.0| 3085
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 190.6 154.2 132.8 85.3 23.7
15. Cheques and Drafts, etc., in circulation . 545.7 469.6 421.6 449.3 | 413.9
16. Due to Banks (Correspondents) . . . . . . . . 14,999.I {13,539.2 [12,805.6 (12,638.2 |12,169.9
(¢) Athome. . . . . . . .. ... ... - — — — —
(b) Abroad . . . . .. ... ... ... — — — — —
17 Deposits. . . . .00 oo 3,226.5 | 2,904.8 | 3,019.2 | 3,648.7 | 3,896.7
) (a) Current accounts and sight deposits . — —_ — — —_
(b) Savingsaccounts . . . . . . . . . .. — — — — —
(c) Time or fixed deposits. . . . . . . . - — — — — —
(d) Otherdeposits . . . . . . .. . . .. — —_ — — —
18. Rediscounts and Other Borrowmgs ...... —_ — — — —
19. Acceptances and Endorsements. . . . . . . . 1,100.5 498.4 | 394.6 | 3628| 3782
20. Sundry Liabilities. . . . . . . . . . . . .. 371.5 366.9 387.2 318.6 231.4
21. Total Liabilities. . . . . . . « « . « « « « & 22,768.9 |120,272.1 |19,503.0 (19,182.9 (18,822.3
22, GUATANLEES., . « + « « « + s s 4 e e e 1,327.2 | 1.479.3 | 1,251.5 | 738.5 | 1,020.6
23. Value of currency in Swiss francs at the end
ofeachyear . . . . . . .« . ¢ o o o .. 0.27 0.27 0.27 0.27 0.26
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PRINCIPAL COMMERCIAL ‘BANKS Tablo 22 (5).

ITALY. _
UMMARY OF PROFIT-AND-LOSS
A(SICOUNTS AND DISTRIBUTION OF
PROFITS FOR THE YEARS:
ACCOUNTS
1930 1931 1932 1933 1934
Number of Banks. . . . . . . - e e e e e e e 3 3 | 3 3 3
Lire (000,000’s omitted)
Capital paidup. . . . . . . . . - e e e e e s 1,400.0 | 1,400.0 | I,400.0 { I1,400.0 | I1.400.0
Regerveg and Undivided Profits. . . . . . . . . . 974.9 g83.7 9928 | 338.6 314.6
I Gross Profits. . . . .+ . . ..o .. 5524 | 461.6| 427.1| 4265 | 3670
To be deducted ;
2. Expe)nsseasj T, 391.6 343-3 336.8 334.5 323.8
(a aries,etc. . . . . . . . . - o . :
(b) Other working expenses . . . . . . . . ; 317.6 281.6 269.0 | 285.5 287.3
(c) TaXéS, Etc ............... 74_0 61-7 .67_8 49_0 36_5
3. Reserved for Pension Funds, etc. . . . . . . . 4.T 28 2.7 2.7 2.7
4. Written off on (Depreciation Accounts for). . . 7.3 6.4 58 7278 3.1
(a) Premises, etc.. . . . . . . . . . . .. —_ —_ —. 4.2 _
(b) Investments and securities. ... . . . .. _ — — 5 —
(c) Otherassets . . . . . . .. .. . .. _ _ — 723 —
5. Remaining Net Profit (+)orLoss(—) . . . . . 14149.4 | +109.1 | +81.8 | —638.5 | +374
6. Carried forward from preceding year. . . . . . 39.9 44.7 50.8 58.6 6.1
7. Taken from Reserves or Capital. . . . . . . . = —_ — | 6650 —
8. Deficit left uncovered. . . . . . . . . . . . _ _ —_— — —
9. Total Amount disposed of for Dividends, etc.. . 189.3 | 153.8 132.6 85.1 435
1o, Carried to Reserves. . . . . . . ... ... 4.0 30| 30 8.5 24.4
1r. Dividends . . . . . . . ..o 136.0 96.0 70.0 70.0 _
12. Directors’ Fees,etc.. . . . . . . . « - . . . 46 2.4 0.9 0.5 o.I
13. Carried forward to following year. . . . . . . 44.7 52.4 58.7 6.1 19.0
14. Totalasabove . . . . . . . . . . . . ... 189.3 153.8 132.6 85.1 435
15. Value of currency in Swiss francs at the end of -
. .eachyear. . . . . .. . ... .. e e e 0.2y 0.27 0.27 0.27 0.26
Balance-sheet Summary. . Summary of Profit-and-Loss Accounts.
t and 2. Cash Assets, eic. I. Gross Profits.
Lire {000,000's} 193t | 1932 | 1933 | I934 Lire (a00,000's) 1931 | 1932 | 1933 | 1934
One bank @ Net interest from discounts
Cash in hand and with andloans ., . . . . . . 292.3 | 309.3 { 295.3 | 268.8
Central Bank . . . .| 247.1] 275.7] 286.6] 264.5 Profits from securities and| -
Sight claims on other participations . . . . . 1159 ' 74.0] 82.71 64.0
banks. ., . . ... . 232.9| 234.6| 147.6| 1571 Commissions and other - .
Total. . . . . 480.0| s10.3| 4342 421.6 profits . . .. .. .. 53.4 | 43.8 | 48.5| 34.2
Two banks : _ Total. . . . . 461.6 | 427.1 | 426.5 | 367.0
Cash, including sight
claims on other banks .| ¢r2.8] 9z1.0 5,001.7| 8oo.5
Grand total (three _ -
banks) . . . .. 1,392.8|1,431.3]1,435.9(1,222.1
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provisions of the new law relate to the statutes
of the Central Bank and to the status, operations
and control of commercial banks and other credit
institutions. The Bank of Italy is proclaimed a
public  institution, its paid-up share capital
of 300 million lire is to be bought from the
private shareholders and to be acquired solely by
the savings banks, credit insti_tutions and public
banks, charity and - insurance institutions.
Rediscounts are to be limited as from June 3oth,
1936, to the banking and credit institutions placed
under the control of the Office of Inspection
and rediscounts with private persons are to be
completely liquidated by that date. Advances
against securities are to continue, however, even
to private persons, The Bank of Italy is at the
same time authorised (Article 9g) to effect during
a period of three years discounting operations with
a view to supplying the extraordinary credit needs
of certain branches of national production, this
provision coming into force as from March 16th,
1936. Thesamelaw declares as public institutions
the Bank of Naples, the Bank of Sicily, the Banco
Nazionale del Lavoro, the Istituto di S. Paolo di
Torino and the Monte dei Paschi di Siena, as well
as all credit organisations hitherto organised on a
joint-stock basis and having at least thirty agencies

I21

in the provinces. The shares of the joint-stock
companies are to be converted into registered shares
by September 1936, and only Italian citizens or
companies are allowed to acquire them, Bearer
shares may be authorised by the Office of Inspection
provided that their total does not exceed 45%, of

~all the shares of the company. The Office of

Inspection is authorised to issue detailed regulations
covering all the activities of the banks and credit
institutions — in particular, detailed balance-
sheets, the limits of interest rates on deposits
and loans and discounts, the range of commissions
for various services, liquidity requirements and
the building-up of reserves.  The present
organisation of the savings banks is left more
or less intact, except for provisions regarding
amalgamations and a more rational system of
branches and agencies. The Office of Inspection
is authorised to effect such reorganisations,
amalgamations and liquidations as it deems
necessary in the interests of public economy
and of a more rational and economical system
of branches and agencies. The Office of Inspection
will issue a special bulletin containing all monetary
and banking data hitherto published in various
publications.
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JAPAN.!

The evolution of the Japanese monetary and
banking position during the depression may be
divided into two periods. The first, covering the
first two years of the depression, is characterised
by a heavy contraction in internal and external
trade, the flight of foreign as well as of Japanese
capital, and large gold withdrawals from the Bank
of Japan, culminating in the suspension of the gold
standard on December 13th, 1931. These develop-
ments are reflected in a contraction in the volume
of commercial as well as central bank credit. The
second period, extending from the end of 1931 to
the present, is.characterised by a recovery In
business conditions and a large expansion in
central and commercial bank credit, consequent
mainly on heavy Government borrowing and
expenditure in connection with the war in the four
eastern provinces of China. Another feature of
this period is the rapidly falling exchange rate
and the imposition of exchange control. ]

These developments are illustrated by the
movement of deposits since 1929 in five groups of
credit institutions which, at the end of 1931, held
some 93 % of all deposits in Japan :

Fndof: 1920 1930 1931 1932 1933 1934

Yen (000,000"s)
1. Ordinary banks . . . . . 0,213 B,650 8,174 8,132 B,727 9,354
2., “Special” baoks . . . . 1,247 1,228 1,155 1,346 I,33% 1,305
3. Savingsbanks . . . . . 1,422 1,539 1,636 1,687 1,825 1,88t

Totalbanks(rto3) . . . . . 11,882 11,426 10,925 11,165 11,883 12,540
4. Postal savings . . . . . 2,058 2,349 2,616 2,604 2,798 2,950
5. Trust companies . . . . IL,169 T,179 1,217 1,220 1,387 1,574

Total' « Other " credit institu-
tions (4andsy) ... ...

Grand total (1-5) . .

‘3,227 3,528 3,833 3,914 4,185 4,524
« 15,100 14,954 14,758 15,079 16,068 17,064

The movement of deposits discloses the following
characteristics. First, the fall in deposits between
1929 and 1931 was limited to .the ordinary and
“ special ”’ banks. Deposits with the savings
banks, the Post Office, and the trust companies
continued to rise during the severest years of the
depression, though part of this increase was no
doubt due to the accumulation of interest rather
than fresh deposits in old or the opening of new
accounts.

Secondly, the fall in deposits was relatively
small in view of the marked deterioration in
business conditions during these years. Between
the end of 1929 and 1931, the deposits of the
ordinary banks fell by only 11 % and total deposits

of the five types of credit institutions by less than
2} 9, whereas total foreign trade declined by over
45% and the index of factory employment as
measured by employers’ returns fell by 18%
during the same period.2 A similar inflexibility
is shown by the accounts of the Bank of Japan (see
below). Whereasits gold reserves fell on balance
by 617 million yen, or by over 56 %, between the
end of 1929 and the end of 1931, its net note circula-
tion declined by only 279 millions, or by 16 %.

A third feature of the movement of total deposits
is the general increase in deposits beginning in
1932 and becoming particularly marked during
1933 and 1934. During these three years, total
deposits rose by 2,306 million yen, or by 16 %, and
at the end of 1934 were almost 2,000 millions, or
13%, higher than at the end of 1929. The
expansion in the deposits of the ordinary banks
began only in 1933, but accounted for over 60 %
of the increase in total deposits during 1933/34.
Despite this rapid expansion, the proportion of the
deposits of the ordinary banks to total deposits
was only 54 % at the end of 1934, as against 69 %
at the end of r929. This decrease in the relative
importance of the commercial banks in the total
credit structure of Japan is merely the continuation
of a tendency apparent throughout the post-war
period, whereby credit institutions under the direct
or indirect control of the State, such as the
« Special ¥ banks, the Treasury Deposit Bureau,
and the savings banks, have obtained an increasing
share of the deposit and commercial banking
business of the country.?

The expansion in deposits since 1931 appears
to have been due mainly to large Government
borrowing from the credit institutions in order to
finance extraordinary war expenditure,? as well as
to bond issues on the part of local authorities
to finance public works. The internalindebtedness 3
of the Government and local authorities nearly
doubled during the depression, total internal debt
rising from 5,772 million yen at the end of 1929 to
10,678 millions at the end of October 1935. Of this
increase of 4,906 million yen, 3,701 millions were
on account of Government bonded debt and 366
millions on account of floating debt. About two-
thirds of the increase of 4,067 million yen in the
internal indebtedness’of the State was financed by
the credit institutions other than Central Bank,

! The history and characteristics of banking in ]apa.n. were described on pages 196-205 of Commercial Banks, 1929-1934

As it was not possible to give an account of recent develop
* Total merchandise trade feil from 4,
employment fell from 100 in 1929 to 81.7 in 1931,
outward movement of capital from Japan on foreign
in the Oriental Economist of Februa
* See Commercial Banks, I929-I934, pages 196-199.
¢ Extraordinary expenditure goag%:o:g zg I ilion.
at the end of March 1933 and 1934 res
966 and 9oo million yen respectively,
* See footnote on the following page.

t d m_ents, the present survey covers the entire period since 1929
270 million yen in 1929 to 2,324 millions in 1931 and the index of factory
Moreover, during the three years ended December 31st, 1931, the net

and Japanese account is estimated — Treasury estimates as published
Ty 1935 — at 473 million yen. :

; 6 million yen in the budget ending March 31st, 1932, to 767 and 942 millions
pectively. Budgetary estimates for 1935 and 1936 placed such expenditure at

i
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as may be seen from the following table showing
the movement of their Government bond and bill
holdings since the end of 1929 :

Endof: Dec. Dec. Dec. Dee. Dec. Oct.
1929 I93I 1932 1933 I934 1935
- Yen (000,000's)
1. Ordinary banks. . . . .. 1438 1,144 1,280 1,568 2017 2,35
2. ' Special " banks - 387 350 4 '294 'zB: 326 '. 3
3. Savingsbanks . . . . . 445 5627 696 B6z 934 Ir074
Totalbanks {1-3) . . « . . . 2,270 2,056 2,179 2,711 3,277 .
4. Treasury Deposit Bureau., 772 1,087 1,003 1,348 1,614 1,828
5. Trust companies . . . . 86 103 105 154 245 277
Tot.al “Other™ credit institu- '
tions (4ands) . ..., .. - 858 1,190 1,798 1,402 1,839 2,105
6. BankofJapan . . . . . 202 265 56§ 68z 647 452
Albanks (1-6) . . . . ., . 3,330 3,51t 4,042 4,705 5,783
Total Government internal
bonds and bilis outstanding . 4,529 4,855 5,601 6,71r 7,752 8,506

The remaining third of the new Government debt
was taken up partly by the Bank of Japan, which
underwrites the Government bonds and places
them on the market, and partly by insurance
companies, the State Insurance Bureau, and other
public corporations. The extent to which the
various credit institutions other than the Central
Bank have invested the funds entrusted to them
by the public in Government securities is further
brought out in the following table, which shows
the percentage which Government bonds and
Treasury bills constituted of total deposits since

1929 :

uwn
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Ordinary ‘‘Special ™ Savings Treasury Trust
banks banks banks  Deposit companies

Bureau
Endof: 9% % % % %
1929 . 15 32 i 37 7
1530 . 15 29 32 38 8
1931 . 14 33 34 42 8
1932 . 15 26 41 40 8
1933 . 18 a8 47 49 11
1034 . 22 34 50 55 15

This percentage, for the five groups as a whole,
rose from 22 % at the end of 1929 to 34 % at the
end of 1934. The proportion became particularly
large in the case of the Treasury Deposit Bureau
and the savings banks. The ordinary commercial
banks increased their Government security holdings
by 915 million yen, or by 63 %, between the end of
1929 and the end of October 1935, and the propor-
tion of these to total deposits rose during the same
period from 15 to 249%. _

The increase in Government security holding
and the simultaneous expansion in deposits
constitute the most striking features of Japanese
commercial banking during the latter part of the
depression, Other points disclosed by the accounts
of all the ordinary banks and of the leading
commercial banks since 1929, summarised
below, are an increase in banking concentration
unaccompanied by any radical writing off of
assets and the absence of any marked recovery
in the principal earning assets of the banks other
than investments in public securities :

Dec. Dec. Dec. Dec. Dec. June Dec. June
End of : 1929 1930 1931 1932 1933 1934 1934 1933
A. All Ordinary Banks.
Number of banks . . . . . . e s e 881 782 683 538 516 . 484 .
- Yen {oc0,000's)
1. Cash and deposits with other banks 1,164 083 829 884 078 017 1,096 87€
2. Discounts . . . .. ... . . oa 826 628 563 663 726 673 764 775
3. Advances . . . . . . .. .. . 06,421 6,190 6,031 5,619 5,360 5,141 5,108 5,111
4. Investments . . . . . . . ... 3.323 3,126 2,929 2,041 3.324 3,004 3,782 4,188
Of which—Government bonds . . (r438) (1,313)° (1,146) (1210} {1,566) (2,034} (2,017} (2,222)
. Capital and reserves . . . . . . 1,085 1,886 1,784 1,748 1,702 1,696 . .
. Deposits. . . . . . . ... .« + 9,202 8,379 8,268 8,319 8,816 9.144 9.354 9,544
Of which—Time . . . . . o« (5175} (5004) (4.847) (4.727) (5.006) (5.230) (5.417) (5.680)
_ B. “ Big ” Six. :
1. Cash and deposits with other banks 310 296 272 301 49 384 526 366
2, Discounts . . . .. ... ... 274 223 I 254 415 169 436 453
3 Advanmces . : . . . . . . . .. 1,739 1,788 1,853 1,820 2,180 2,103 2,145% 2,613
4. Investments ... . ., - . . . 3 1,359 1,277 1,187 1,291 1,870 2,320 2,223 2,410
Of which—Government bon (584) (527) (471) (575) {956) (1.324) (1.227) (ngg)
5. Capital and reserves. . . . . . . 587 500 558 567 674 670 694 4
6. Deposits, . . . . . . . .« .. 3210 3,188 3,169 3.431 4.724 4,964 5079 5,168
Of which—Time . . . . . .. . (1,929) (1.964) (1,987} (2.125) (2.840) (2,958) (3.092)  (3,230)
5 The dc-atai]ed development of Japan’s total public indebtedness during 1929-1935 may be seen from the following
table : Endof : Dec. Dec. Dec, Dec. Dec. Dec. Oct.
Intzrnal Debi. - 1929 1930 1931 1932 1933 1934 1935
. t: . Yen (coo,000's)
! ((;:)vaonsoelllidated C e e s - 4459 4462 4:525 5,150 6,400 743 8,160
®) Hmmﬁﬁcatg)uf :deme 70 100 330 451 31K 509 436
2, Local Government . . . . .+ . -« . o 1,243 1,332 1,476 . 1,650 1,901 2,016 2,082
Total Internal Debt . . . - . 5,772 5,984 6,331 2151 8,612 0,768 10,678
1. Government . . I?‘b.‘. ........ N T447 1,567 1.47-7 1,308 1,421 1,408 1,398
z: LocalGovernment . + « = o « ~ ¢ ¢+ = 250 245 241 234 229 224 217
“Total'External Debt. . . . . 1,697 1,812 1,718 . 1,692 1650 1,632 1,615
Grandtotal. . « « » » « - 7469 7,796 8409 8,783 10202 11400 13,203
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The increase in banking concentration is brought
out both by the continued reduction in the total
number of ordinary banks — from 881 at the end
of 1929 to 484 at the end of 1934 — and by the
growth in the importance of the leading banks.
Banking concentration appears to have been
achieved mainly through amalgamations involving
little revision of the value of assets. Despite the
disappearance of 397 banks during the five years
ended December 31st, 1934, the banks’ capital
and reserves showed a decline of only 28g millions,
or Jess than 15 %. During the three years 1930/1932,
the banks’ total balance-sheets (see adjoining
Summary Table) declined by only 12 %, and their
profit-and-loss account (see adjoining summary
on page 201) disclose net profits amounting to g, 3,
and 7% of total paid-up capital in 1930, 1931 and
1932 respectively.

The five leading banks of Japan — the Yasuda,
the Dai-ichi, the Mitsui, the Mitsubishi, and
Sumitomo banks — appear to have weathered the
depression successfully ; their total deposits
showed a comparatively small decline during 1930
and 1931 and actually increased beyond the xg929
level during 1932. In 1933, the number of the
principal banks was increased to six by the
establishment of the Sanwa bank through the
amalgamation of three Osaka banks, with a paid-
up capital and reserves of g6 million yen and total
deposits amounting at the end of 1933 to 1,025
million yen, or 21% of the deposits of all the six
banks. The inclusion of another powerful bank
and the rapid expansion in deposits which they
experienced since 1932 augmented the role of the
principal banks considerably. At the end of June
1935, their total deposits represented 54 9% of the
deposits of all commercial banks, as against 34%
at the end of 1929. They appear to have been the
only banks to expand their purely commercial
banking business in the course of the eighteen
months ended June 30th, 1935, both their discounts
and advances showing appreciable increases over
the end of 1933. While the discounts of the
remaining banks remained fairly stable during
this period, their loans and advances fell by over
21%. The loans and advances of all the ordinary
banks have declined without interruption during
1929/1935, and at the end of June 1935 were some
20 % less than at the end of 1929. Total discounts,
on the other hand, owing to the expansion in
those of the leading banks, have increased, though
they still remain below the level reached at the end
of 1929. It would therefore appear that the
great majority of the minor commercial banks
were not much affected by the recovery of business
conditions that set in during 1932 and which in

JAPAN

the course of 1935 surpassed the levels reached in
1929.} S

The extensive Government borrowing and the
rise in deposits was accompanied by an expansion
in Central Bank credit, as may be seen from the
following summary of the weekly” returns (last
week of the year) of the Bank of Japan and of -
total monetary circulation since 1929 :

Endof: 1920 1930 I93r 1932 1933 I934 1935
Yen (000,000's)
A. Accounts of the Bank
of Japan.

1. Goldathome. . . . . . 1,087 826 470 425 425 466 504
2. Gold abroad and foreign

assets . . . . . e 83 52 52 38 30 28 29
3. Advances on foreign bills, 28 43 87 140 148 165 164
4. Discounts . . .. ... 705 721 gos 632 780 yyr 672
5. Advances . . . . . . . a8 33 33 27 28 28 35
6. Advances to Government . 22 25 25 47 a4 68 118
7. Government bonds . . . 187 172 218 565 G667 647 746
8. Notesissued , . . . . . 1,633 I,400 1,286 X,426 1,598 1,669 1,767
g. Other sight liabilities . . . 215 236 IyT 23% 220 228

{a) Govt, current account (62) (125) (54) {xr5) {(137) (133)

(b) Private deposits . . (z19) (153) (1x1) (117} (x56) (92) . (95)

B. Mondary Circulation.
1, Bank of Japan's net note .

circulation , . . . . ., 1,591 1,4I4 I,312 I,374 I,470 IL,538
2. Fractional Government -

notes . . .. . ... 1z 12 II 34 Iz 34
3. Subsidiary coin circulation 425 422 416 414 435

Total , 4 4+ 4 & 2,028 1,848 1,739 1,709 1,016

It will be seen that ‘the most significant change
in the Bank of Japan's assets since 1931 has been
the rapid expansion of its Government bond
holdings and a certain increase in its advances to
the Government, both of these developments
representing the Bank’s share in the financing of
the Government’s extraordinary expenditure. Its
activities as bankers’ bank appear to have been
restricted during this period mainly to making
advances against foreign bills. Discounts, except
for a femporary increase during 1931, have not
shown much movement during the last three years.
These aspects of the Bank's activities are a
reflection of both the absence of any extensive
recourse on the part of the public to the commercial
banks for commercial credit and of the Jack of
co-ordination and centralisation in the Japanese
credit system. Most of the Japanese commercial
and other banks have remained independent and
have not had recourse to the Central Bank except
in times of severe crisis, such as the banking crisis
of 1928. As the law does not require the
commercial banks to keep any specified proportion
of their cash reserves with the Bank of Japan
or in its currency notes, as the banks do not make
a practice of doing so to any significant degree,
and as the resources of the Bank of Japan are
relatively small in relation to those of the
commercial banks and other credit institutions, the
control of the Central Bank over the money market
is very limited.

* The total foreign trade turnover stood at 4,880 million i i illions i i ;
1€ Lo le 1 . Yyen in 1935, as against 4,270 millions in 1929. The industrial
production index of the Ministry of Commerce and Industry (recalculated on the basis of 1929 =100) rose rapidly from

91.6in 1931 to 128.7 in 1934, and 148.8 in October 1935.

Against these signs of improvement should be set the continually

depressed position of agriculture and the persistence of a considerable volume of unemployment.
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The development of the gold and foreign asset

Teserves of the Bank of Japan are not very

important from the monetary point of view, for
two reasons. First, the Yokohama Specie Bank
performs most of the exchange transactions for the
Bank of Japan, the Government and private
individuals dnd institutions. Secondly, the foreign
exchange control established in July 1932 and
vested with the Foreign Exchange Control Bureau
of the Ministry of Finance is the principal method
of regulating the exchange rate. (The increase
in the gold reserve is due mainly to purchases of
gold ‘at home. The reserve itself is valued on the
basis of the old gold content of the yen — 1.c., 750
milligrammes of fine gold per yen.) The average
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discount of the yen in relation to its former gold
parity increased steadily from 43.3% in 1932 to
59-7 and 64.4% in 1933 and 1934 respectively.
During 1935, the percentage discount rose to 65.8.

*
] »

The attached balance-sheet summary for 1925-
1934 and the profit-and-loss accounts for 1925-
1934 for all the * Ordinary ” banks operating in
Japan are those furnished by the London agent
of the Bank of Japan and by the Director of the
Economic Research Department of the Bank
of Japan. Those for more recent years have been
kindly made available by the latter.

Balance-sheet Summary.

Cash.

Consists of notes and coins and cheques and
coupons due, while balances with the Central Bank
are included in the figures given under (2) * Other
items of a cash nature ",

I.

2. Other Items of a Cash Nalure.

The figures shown represent * balances with
other banks ”’ (presumably including those with
the Central Bank).

" 3. Bills discounted and bought.

Yen {oo0,000’s) 1929 1931 1932 1933 l 1934
Discounted bills . .} 9761 | 522 602 662 l 776
Documentary bills , 65| 42 61 64
Foreign bills . . .| 201 | 148 158 165| 197

v Total. . . .| 1027 | 712 821 891 I 973

4 and 5. Investments and Securities.—Parficipations,

" Yen (000,000's) ’ 1929 1931 1932 1933 | 1934
Central Government
bonds . . . . . 1,438 | 1,146 | 1,210 | 1,567 | 2,017
Local government
bonds . . . . .| 31t 3oz 282 284 309
Bank and corpora-
tion bonds . . .| 1,151 | 1,140 | 5,125 | 1,097 | 1,147
Shares . . . .. . 393 304 302 341 383
Foreign securities . 3o 37 22 36 39
Total. . . .| 3.323 | 2,929 | 2,941 | 3.325 | 3.895
7. - Loans and Advances.
Loans on = 1929 1937 1932 1933 1934
" Government and local Yen (000,000's)
government bonds. 196 202 188 232 242
Bank and Corporation ;
bonds and other
securities, . . . . 445 518 471 58z 731
Shares, . . . . .. 1,633 L343 L374 1,461 1,562
Total loans on securities. 2,274 2,063 2,033 2,275 2,535

1929 1931 1932 1933 1934
Loans on : . Yen {000,000's)
Merchandise . . . . 239 188 161 182 165
Land and buildings . 1,496 1.421 1,314 1170 1,057
Other collateral . . . 412 469 47I 351 179
Total loans against other
collateral. . . . . . 2,147 2,078 1,046 1,703 1,401
Personalcredits . . ., . 2,165 2,045 1,960 1,802 1,593
Grandtotal. . . . . . 6,586 6,186 5,939 5,780 35,528

The composition of loans and advances, accord ing
to the Monetary Statsstics of the Bank of Japan,
is shown in detail below :

Yen {000,000's) 1020 | 1931 | 1932 | 1933 | 1034
Loans on bills , .| — - — | 3.618 | 3,562
Callloans. . . . .| 165 155 320 420 369
Overdrafts . . . .| o919 847 8co 778 726
Otherloans. . . .| 5,502 | 5,184 | 4,819 | 064 771

Total. . . .} 6,586 | 6,186 | 5,930 | 5,780 | 5.428

17. Deposits.

‘According to the Monetary Statistics of the Bank
of Japan, deposits are composed as follows :

Sight deposits 1929 1930 1931 1932 1933 1934

Current deposits ., 1,247 1,104 961 1,012 1,128 1,238
Special current
deposits. . . . 1,973 1,807 1,655 1,687 1,773 1,814
Time deposits : .
Deposits at notice 3545 503 466 477 549 570
Fixed deposits . . 5,144 4,063 4,821 4,640 4,965 5,418
Other deposits, . 304 28z 271 316 312 314
Total, . . . 9,213 8,650 8,174 8,132 8,727 9,354
18. Rediscounts and Other Borrowings.
This item is composed as follows :
Call Other
¥ : Total
Yen (000,000's) b?;ro:;Zd borrowings ota
b 317+ S 107 782 889
1332 e e e e e e e e . 101 226 827
F 0+ & P 77 740 817
b 1+ % 1P 89 623 712
) 1% % J 68 597 665
034 - < w0 - e s . . 71 505 576
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JAPAN. COMMERCIAL BANKS («Ordinary Banks”). Table 23 (a).

ar

. SUMMARY OF POSITION AT THE END OF
ACCOUNTS ekl .
1925 | 1929 { 1930 | 1931 ] 193z | 1033 | 1934 *

cBanks . . . b e e e 1,537 881| 82| 683 538 516] 484

Number of g?:nghes ........... 5,357| 4.056| 4.80z| 4,582| 4,311] 4,021| 3,893
| !
ASSETS. : Yen (000,000's omitted)

r.Cash. . . . . . . . .. . 0 666 703 635 5371 5571 623] 747

(a) Gold, silver and small coins . . . — — — — — | —
(b) Domestic notes and balances with : '

CentralBank . . . . . . . .. — — —_ — — — —
2. Other Items of a Cash Nature . . . . . . 323 461 348 292 327 354 352
3. Bills discounted and bought. . . . . . . 1,743] 1,027, 771 712| 821| 801| 4973
a) Treasurybills . . . . . . . . ..
Fbﬂ Commercial bills, Tnland . . . . . 1,573|  826| 628) 564 663 . 726 776
(¢) Commercial bills, Foreign. . . . . 170 201 143 148 158 165| 197
4. Investments and Securities . . . . . . . 2,051| 3,323| 3,I127| 2,92¢9] 2,04I| 3,325/ 3,805
(a) Government. . . . . . . . . .. 1,171 1,750| 1,624| 1,448 1,492 1,850 2,326
(b) Other . . . . ... ... ... 880 1,573 1,503 1,481 1,449] 1,475| 1,569
5. Participations . . . . . . .. . .. ... — — — — | — — —
6. Due from Banks (Correspondents) Jo— — — — — — —
(a} At home . . . O — — — — — —
(b) Abroad . . . . . . . .. . ... — —_ — — — | — —
7. Loans and Advances. . . . . . . . . . 7,270] 6,586| 6,393 6,186{ 5,939/ 5,780] 5,528
(a) On current account . . . . . . . — — | — — — — —
(b) Other . . . . .. .. ... .. — — — — — — —
8. Cover for Acceptances . . . . . . . . . — 163 84 78 83 85 69
9. Premises,etc. . . . . . . . . .. ... 33I| 400| 426| 432! 434| 418 407
To. Sundry Assets . . . . . . . ... ... 343] 209] 159 170 159 205| 220
I1. Total Assets. . . . . . « o o . . . . . 12,727|12,878| 11,943(11,336| 11,261 11,681|12,101
LIABILITIES.
12, Capital paidup . . . . . . . ... .. 1,50 1,381 1,206| 1,249} 1,217 1,187 1,262
13. Reserve Funds. . . . . . . . . ., . .. 6271 604} 3590 536| .s53r 515 541

14. Profit and Loss, Undivided Profits, etc. . 71|  I2 XX 10 II 18| 1
15. Cheques and Drafts in circulation. .. . . . —7 — 4 — 9’ — 4 4 34

16. Due to Banks (Correspondents) . . . . . _— 146 6
(a) At home( .. p .. ) ..... — ——4 —6 —35 .-—36 —-44 -—3-9
(b).Abroad ............ L — 146 . 66 35 36 44 39
17. Deposits . . . . . ., . ... ..., 8,727 9,292| 8,738 8,269| 8,319| 8,816( 9,438
(a) Currentaccounts. . . . . . . . . 1,961 1,794| 1,606] — — — | 3,052
(b) Savings accounts. . . . . . . . ! 1,844 1,073 1,807 — — — —
“(c) Time deposits . . . . . ... .. 4.449| 5,142| 4,963 — —_ — | 5,988
(d) Other deposits. . . . .. . .. . 473 383 362 — — — 314
18. Rediscounts and Other Borrowings . . . . 1,043 889] 827 817 ~y12| 665 576
19. Acceptances and Endorsements . . . . . — 163 84 78 83 85| 69
20. Sundry .Llabxhtu_as ot e e e e e 658 279| 223 248| 249| 251 232
2I. Total Liabilities . . . . . ., . . . . . 12,727 12,878| 11,943| 11,336 11,261} 11,681{12,191

22. Value of currency in Swiss francs at the end . :
of eachyear. . . ., ., . . e e . 2.23 | 2.5r | 2.56 | 217 | 1.08 | 1.01 | 0.89
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JAPAN. - ORDINARY BANKS. Table 23 (5)
SUMMARY OF PROFIT-AND-LOSS
ACCOUNTS AND DISTRIBUTION OF
ACCOUNTS PROFITS FOR THE YEARS :
e . 1925 | 1929 | I930 | 031 | 1932 | I933 | 1934
Number of Banks. . . . . . . oo e oo .| 15371 81| 782| 683 | 538 | s516| 484
- ) Yen (000,000’s omitted)
Capital paidup... . . . . . . . . ... .. .| 1,501 | 1,381 | 1,296 | 1,249 | 1,217 | 1,187 | 1,162
Reserves . .. . « . « .0 v v v o o v 0w 627 604 | s590| 536| 53| s5I15| 541
L GrossProfits . . . . . . . ... .. .. .. 1,218 | 1,022 | 997 | 837| 829| 797| 818
To be deducted :
2. Expenses . . . . 4 . 0 . 0w e 0 e e
(a) Salaries, etC. v v v e e e e .
(b) Other working expenses . . . . . . . .
(¢c) Taxes,etc.. . . . . e e e e e e 1,03T 8q8 8 801 06 1
3. Reserved for Pension Funds, etc ........ 3 ? 75 745107 713
4. Written off on (Deprecxatmn Accounts)
(2) Premises,etc. . . . . . . .. .
(b) Investments and securities . . . . . . .
(c) Otherassets . . . . .. .. ... ..
5. Remaining Net Profit or Loss (—). . . . . . . 187 | 124} 122 36 86 91| 105
6. Carried forward from preceding year . . . . . 93 75 65
7. Taken from Reserves or. Capital . . . . . . . 22 18 30 128 78 77 88
8~. Total Amount disposed of for Dividends, etc. .| 302| 217 | 217 | 164| 164| 168 | 193
9. Carried to Reserves . . . . . I . 69 42 29 26 32 35 41
10. Dividends . . . . . . . . . . . ... .. 127 .95 84 72 68 63 63
11. Otherpurposes . . . . . . . . . . . . . .. 1I 71 5 3! 4 4 4
12. Carried forward to following year . . . . . . g6 73 63 63 66 74 9o
13. Totalasabove . . . . . . . . . ... . .. 303 | 217 181 164 170 176 198
14. Value of currency in Swiss francs at the end
ofeachyear. . . . . . . . ... ... 2.23 | 2.51 | 2.56 | 2.17 | 1.08 | T.01 |.0.89

Purposes "’

Summary of Profit-and-Loss Aecounts.

The profit-and-loss Summary Table is compiled
from half-yearly data provided by the London
agent of the Bank of Japan, and by .the Director
of the Economic Research Department of the
Bank of Japan. The banks covered by this table
and by .the Summary Balance-Sheet Table are
identical.

- The. Summary Table is established in the
following way : By working backwards from items
13 to 9, for each of which individual figures.are
available, item 8, * Total Amount disposed of for
Dividends, etc. ”’, is obtained. Item 11, * Other
, represents the « bonus and allowances

of the original figures. ‘* Remaining Net Profit or
Loss ", item 5 of the table, has been obtained by
subtracting from item 8 the sum of items 6 and 7,
*“ Carried forward from Preceding Year' and
“ Taken from Reserves or Capital "’ respectively, for
which separate figures are likewise available. The
lump-sum figures for Expenses ", « Depreciation
Accounts ”’, “ Pensions Fund ", etc have similarly

been arrived at by subtracting from the original

data on * Gross Profits "’ the sum representing

« Net Profits "’. The figures so obtained for items

2 to 4 correspond fairly closely to an item given

in the Japanese as  Gross Loss for the Year .
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As may be seen from the attached Summary
Table, deposits with commercial banks showed a
- marked expansion in 1934, while their loans and
discounts declined slightly. This enabled the
banks to increase their cash assets from 5.3 to
g.r million lats and to reduce their indebtedness
to the Bank of Latvia from 10.6 to 9.5 million.
There was also a substantial rise in deposits and
virtnal stability in loans and deposits at other
credit institutions during 1934, and, as is sho'wn
by the following statement covering all Latvian
credit institutions, this movement continued in the

first half of 1935 -

End of June

1935

Dec.
1933

June Dec.
1934 1934
Lats {000,000'%)
Deposits in State credit insti-

tutions. . . , . . . . . . 134 142 158 161

Deposits in private credit insti-
tutions. . . . . . . . . . 52 55 63 E
Total deposits . . . . . 186 197 221 227

" Loans and discounts of State
credit institutions . . . . . 436 435 448 433

I.oans and discounts of private
credit institutions ., . . . , 97 97 96 96
Total loans and discounts . 533 §32 544 529

Most of the increase in deposits with State
institutions was due to the Post Office Savings
. Bank, whose deposits rose from 20 millions at the
end of 1933 to 42 millions in the middle of 1935.
The most important State credit institutions,
. however, are the State Agricultural Bank and the
State Mortgage Bank, whose loans totalled about
300 million lats at the end of June 1935 ; these
banks receive a large proportion of their resources
from grants made from the national budget for the
promotion of agriculture, the financing of municipal
enterprise, etc. The private credit institutions
covered by the above table include mutual credit
associations, communal banks, etc., in addition
* to the joint-stock commercial banks proper.

The increase in aggregate deposits was
accompanied by an expansion — if the seasonal
end-of-year increase is taken into account — of the
note circulation, as shown below :

End of Dec.

1932

Dec. " June Dec.
1933 X934 1934
Lats (000,000's)

Notes of Bank of Latvia 36 37 32 39 35
TFreasurypotes , . . . 31 38 36 43 41
Subsidiary coins , , ., 29 30 29 30 29

— Em— e— — ——

Total notes and coins in
circulation

June
1935

105 97 10§

¥

Clearings at the Bank of Latvia totalled 287 mil-
lion lats in 1934 as compared with 243 and 186
millions in 1933 and 1932 respectively, =~ ,

The principal accounts of the Bank' of Latvia,
tabulated below, show relatively little change
during 1934/35, except for the considerable non-
seasonal fall in loans and discounts, and the decrease
of an almost equal amount in the Government’s
current account, between June and October 1935 :

End of Dec. June Dec. June Oct. -
1933 1934 1934---1935 1935

Lats {000,000's} -

Gold . . . . . .. ... 45 44 46 46 46
Of which-- Deposited by
the Government . . . (18} (18) (18) (18) (18)
Foreign exchange . . . . 3 4 4 4 6
Loans and discounts . . . I32 127 137 122 106
Noteissue. . . . . . . . 37 32 39 35 37
Deposit liabilities . 165 166 161 1§55 140
Of which— .
Current accounts . . . (88) (91) (95) (89) (92)
Government’s account. (58) (57) (46) . (46) (28)

A Law of April 11th, 1935, provided for the
establishment of the Latvian Credit Bank! as a
joint-stock institution with a share capital of
10 million lats, of which half was subscribed by the
Post Office Savings Bank and half by the Ministry
of Finance. In accordance with the purpose for
which it was created, this bank took over in the
summer of 1935 eight private banks which had been
in difficulties for several years. One of these, the
Latvian Peasants’ Bank, whose share capital was
taken over by the Latvian Credit Bank, continued
in operation and is to be financed by the State
through the Credit Bank, largely for municipal
credit requirements and agricultural development.
The others, whose combined balance-sheet total
amounted to 23 million lats at the end of 1934
(included in the Summary Table), were liquidated,
their assets and liabilities being transferred to
the Credit Bank. In October 1935, the share

- capital of the latter was raised to 15 million lats

and its functions were extended so as to allow it to
take over and liquidate commercial and industrial

- enterprises as well as credit institutions.

- The administration of the exchange control was
modified by a Law of June 8th, 1934, which
provided for a unification of the exchange restric-
tions and the import licensing system, the import
licences issued by the Exchange Commission of the
Ministry of Finance also entitling importers to
receive the appropriate amounts of foreign exchange
at the Bank of Latvia. This law was replaced
by a Law of March #th, 1935, which, however,
apart from certain minor changes, merely confirmed
the existing position.

! Included under “ private credit institutions * in the figures for aggregate deposits anad loans given above.
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LATVIA. COMMERCIAL ‘BANKS Table 24 (a).
L
: S o SUMMARY OF POSITION AT THE
'Jf' LR ~ ACCOUNTS END OF:
UL E 1929 | 1930 | 1931 | 1932 | 1033 | ro3s
:Numberof Banks. . . . . . . ... ... ... 20 20 19 18 17 17
: - . 1 ‘ | S
i _ ASSETS Lats (000,000's omitted)
cx,Cash, . . oL oL oo s oL 7.2 . . . 0| 86
P (a) Gold, silver and small coins. . . . . . . — 7—4 4_9 19 : 5_ S
s, (b)) Inland notes and balarces with Central
" Bank . .. ..... e e e e e e . —_ | — _ — | — —
2. Other Ttems of 2 Cash Nature. . . . . . . . . 1.3 15| 04)] 03| 03| o5
., 3. Billsdiscounted and bought. . . . . . . I 57 3| 522 | 233 | 16.9 | 16.4 | 16.9
: (a) Treasurybills . . . . . . ... ... — — — — —
i (b) Commercial bills, Inland . . . . . . . 49.2 | 44.7 | 21.7 | 16.5 | 16.2 | 16.6
o (¢) Commercial bills, Fereign . . . . . . . 8.1 7.5 1.6 | o.4 0.2 0.3
. 4. Investments and Securities. . . . . . ... .| 36| 45| 45| 47| 30| 39
: (a) Government . . . . . . . .. e = = - = = =
- (b)) Other . . ... L. Lo L. —_ — — — — —
- 5. Participations . . . . . .. ... ... — — — — — —
6.. Due from Banks (Correspondents). . . . . . . 220 | 142 | 93| 85| 49| 3.0
' (a) Athome. . . . . . . .. ... ... 100 | 57| 3.6 30| 06| 0.7
; (b) Abroad . . . . . .. ... .. .. <l 120 | 85| 57| 55| 43] 23
- 7. Loansand Advances. . . . . . . .. .. .. 86.2 | 81.0 | 44.3 { 36.0 | 32.0 | 306
. - (&) Oncurrentaccount . . . ... . . .. .| 82.5 | 78.7 | 42.2 | 33.8 | 28.5 | 28.5
_ (b) Other . . . . . . e e e h e e e e 3.7 2.3 2.1 2.2 3.5 2.1
. 8.-Coverfor Acceptances. . . . . . . . .. .. — | — — — — —
9. Premises,etc: : . . . . . . . . .. .. .. 12.4 | 13.0 | 14.0 | 13.6 | 13.7 | 14.7
10. Sundry Assets . . . . . . e e e e e v . 97| 106 |11.3| Bx| 82| 7.8
11. Total Assets -. . . . . . N 199.7 [184.4 |112.0 | 93.0 | 83.5 | 86.0
] ‘ LIABILITIES.
12, Capitalpaidup. . . . . . . . .. e e e e 30.3 | 30.4 | 20.6 | 27.7 | 24.7 | 24.7
13. ReserveFunds . . . . . . . . ... ... .. 34| 40| 42| 371} 34| 29
14. Profit-and-Loss Accounts, Undivided profits,etc.] 1.9 | o7 | 09| 03| 02| oz
15. Cheques and drafts in Circulation . . . . . . o= — — — — —
16. Due to Banks (Correspondents) . . . . . . . . 28.x | 25.4 | 15.6 | 10.8 | 5.6 | 3.6
{a) Athome . . . . . . . . .. ... .. 8.3 5.9 1.9} 0.6 0.4 | 0.4
' (b) Abroad. . . .. .. .. . o .o 198 | 195 13.7 | 102 | 5.2 3.2
17. Deposits . . . . . . . . .. o000 61.6 | 63.6 | 27.4 | 27.3 | 28.4 | 35.2
{a} Current accounts and sight-deposits .. .l 579 | 50.6 | 25.1 | 25.7 | 26.8 | 33.5
(b) Savingsaccounts . . . . . . . . . .. — — | — — — —
(¢) Time and fixed deposits - .-. + . . . . .| 3.7 4.0 2.3 1.6 1.6 | ‘1.7
i (d) Other deposits . . . . . . . . e e e o] — — — — — —
"18. Red13counts and OtherBorromngs i s .. .| 578 482 26.4 | 16.4 | 14.4 | 13.X
19. Acceptances and Endorsements ... . . . . . .| — — — — — —
2o. Sundry Liabilities. . ... . . . . . . . ... 166 |12x]| 79| 68| 68| 63
21. Total Liabilities . . . . . . .. . . . 199.7 (184.4 |112.0 | 93.0 | 83.5 | 86.0
22. Guarantees . . . . . . . . . .. .. .. - 42.3 | 27.7 | 14.4 | 10.I | 10.4 | IL5
23. Collection Accounts. . . . . e e e e 30.5 | 43.6 | 22.6 | 15.x | 16.8 | 15.5
24. Value of currency in Swiss francs at the end :
ofeachyear . . . . . . . e e e e e . .| r00| 1.00| TI.00| X.00| I.00| 0.99
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LATVIA. COMMERCIAL BANKS Table 24 (5).
SUMMARY OF PROFIT-AND-LOSS
] ACCOUNTS AND DISTRIBUTION
ACCQUNTS OF PROFITS « o )
- 1929 | 1930 | 1931 | 1932 | 1933 l 1934
Number of Banks. . . . . . . . . . BEIREEIREE 20 20 I9 18 17 17
Lats {ooo,000’s omitted)
Capital pald ................. 30 3| 30.4 | 20.6- | 27.7 | 24.7 | 24.7
Reserves and Undmded Profits. . . . . . . . .. 34| 40) 42) 36| 34| 29
r. GrossProfits. . . . . . . . . . oo ... .93 9.3 63| 37|45 3.5
To be deducted : .
2. Expenses. . . . . i ..o a0 ., 56 | 56| 48| 34| 24| 26
(a) Salaries,etc. .. . . . . . . .. . ... (3.6) | (3.9) | (3.1) | (2.1) | (1.6) | (1.6)
b) Other working expenses . . . . . . . .
?c)) Taxes, elc. g . P v (2.0) | (1.9) | (1.7) (1-3) (O'?) (1.0)
3. Reserved for Pensions Funds,etc. . . . . . . . —_ — — — —_ _
4. Written off on (Depreciation Accounts). . . . . 16| 38| 49| 18| 33| 2rI
(a) Premises,etc.. . . « . . . . . . .. . . . . . .
(b) Investments and securities . . . . . . . . .
(¢) Otherassets . . . . . . . . .. . .. . .
5. Rema.lmngNet Profit (+) orLoss( =)o +2.1 {—-0.1 |—34 |—1.5 [—1.3 |—1.2
6. Carried forward from preceding year. . . . . . . . . . . .
7. Taken from Reserves or Capital. . . . . . . . . .
8. Total Amount disposed of for Dividends, etc. . .| . . . .
9. Carried to Reserves . . . . . . . .+« o .. .- . . .
0. Dividends . . . . ... ... ....:¢i.. 12| 04| — |- — — —
11, Directors’ Fees,etc.. . . . . . . . . . . .. ) . .
12. Carried forward to following year . . . . . . . . .
13. Totalasabove . .. . . . . . . . . . .. .. . ¢ . . .
14. Value of currency in Swiss francs at the end of ‘
eachyear. . . . . . .. . ... ..... 1.00 | I.00 | .00 | I.00 | 1.00 | 0.99
i Balance-sheet Summary. :
L. Cash. 3. Bills discounied and bought.
- . - Item (b) includes rediscounts, shown separately
Lats (000,000's) 1929 | 1931 932 | 1933 | 193¢  under liabilities (group 18). The net balance of
Notes and coins . . . , . 5.3 14| 16| zy]| 2.2 domestic discounts is given below.
Balances with Baok of ‘ X {Item (¢) includes foreign cheques and bank-
Latvia. . . .. ...l 19| 35| 33| 33| 64 notes.)
Total . . . . -
ota 72] 49] 49| 50} 86 Lats (000,000's) 1929 | 1931 | 1932 { 1933 | 1934
- Inland Bills :
2. Other Items of a Cash Nature. lgli’;::.ou:ntid ....... 49.2 | 21.7 | 16.5 | 16.2 | 16.6
Sight claims on credit institutions other than the Rediscounted . . . . . 42| 941 87| 7.8} 74
Bank of Latvia. . Netbalance . . . .} 35.0]12.3] 7.8} 84| 0.2 -
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7. Loans and Advances. 18. Rediscounts and Borrowings,
The advances under (2) consist almost
excluSively of “ special current accounts .. The Lats (000.000's) 1929 | 1031 | 1932 | 1933 | ro34
sums under (b) are lorlg-tem loans. ‘ Bills vediscounted - |
, = & With the Bank of Latvia.! 14.1| 9.3 85| 7.6] 7.2
#10.. -'SMJQ’ Assets. With other credit insti-
: . - totions . . . . . .. 0I1] 0I1{ 0.2 02| o2
Lats (000,000's) 1929 | 1931 | 1932 | 1933 | 1934 Total rediscounts. . .| 14.2| 9.4| 87| 78| 7.4
Branch accounts . . . . . 4.6| 31| 28| 24| 2.0 Borrowings on special cur- ’
Transitoryitems . . . ., .| 3.I| 34| 27| 32| 27 vent accounts ;
Expenditure accounts. . .{ 07| 06| — | — | ox With the Bank of Latvia.| 84| 36 21| 30| 2.3
Protested bills. . ., . . .| o1 0.2| 01| 06| 08 With other credit insti-
Other accounts. . . . . . I.2{ 40| 2.5 z.0{ 2.2 totions . . . . . . .| — —_ _ _ 0.3
Total. . . . . 9.7 | 11.3| 8.x| 82| 7.8 Total special current
accounts . . ., , .| 841 36| 21| 30! 2.6
Borrowings abroad . ., ., .| 350|129 52| 2.9 2.3
13. Reserve Funds. Other borrowings . . . . .| 02| 05| 04| 07| 06
- Total rvediscounts and
Lats (000,000's) 1929 | 1931 | 1932 | IG33| T934 borvowings, . . . .| 578|264 |16.4] 144|131
. - Thereof with :
Ordinary reserve funds . .| 1.2| 1.6| 0.6 0.6| o. "
Specialrgeserves _____ 05| 06| 13| o7 o.g Bankof Latvia . . . .|22.5|12.9]|10.6| 10.6| 9.5
Other capital accounts . .| 1.7| z0| 1.8] 21| 190 Other credit institutions | 0.1 o | 02| 02| o5
Total, . . . . 34| 42| 37| 34| 29
17. Deposits. 20. Swundry Liabilities.
The sums under (a) are composed as follows :
Lats (ooo0,000's) 1929 | 1931 | 1932 | 1933 | 1934
Lats {(000,000') 1929 | 1931 | 1932 | 1933 ] 1934
- - - ‘ Branchaccounts . . , . .| 4.5| 31| 2.7| 2.4 20
Current accounts. . . . . 56,6 | 24.0 [ 24.8 { 26.0 32.8  Transitoryitems., . . . .| 2.6 2.6| 2.2 31| 3.2
Demand deposits. . . . . 1.3 1.1{ 0.9| 08| o07- Otheraccounts. , ., . ., .| 95| 22| 19| 13| LI
Total. . . . . 57.9 | 25.1 | 25.7 | 26.8 | 33.5 Total, . . . .[166( 79] 68| 68| 6.3
Summary of Profit-and-Loss Aceounts.
I. Gross Profils. 5. Net Profit or Loss.
Lats (000,000's} 1929 | 1931 | 1932 | 1933 | 1934 The figures represent the net balance of the banks
Interest received . . . . . 38| 88| 48| 31| 33 352 }Vhole. Even in years when thege was a loss,
Lessinterest paid. . . .| 8.1| 53| 32| 22| 2.0 certamn banks made a net profit which, however,
Net interest from discounts was exceeded by the loss of the others, as shown .
andloans . ... ...l 57| 35| 1.6 09| 1.3 Dbelow:
Commissions. . . . . . .| L.9| 09| 06| 0.6] o3
Profit on exchange . . . .} 10| 0.9 0.6 2.0| o7 Lats {000,000') 1929 | 1931 | 1932 1033 | 1934
Profit from real estate. ., .| ©.3| 0.4] ©.3| ©.3| 0.3 - <
Profit from securities , . 01f 02| oz} ox| oI Aggregate net profits . . .| 2.2 o0.1| 0.2| 0.2f 0.3
Sundryprofits. . . . . . 0.3| 04| 0.4] 06| 0.6 Aggregateloss, . . . . .| o.a| 35| 17l 1.8 1.5
Total, . . . .| 93| 63| 37| 45| 33 Balance. . . .|<42.1|—3.4|—1.5|—03[—1.2
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Deposits with the commercial banks of Lithuan_ia
(including Memel Territory) continued to fall in
1934 ; and, at the end of June 1935, deposus ?wth
the seven conmmercial banks of * Great Lithuania *’?
totalled only 53 million litas as against 58 and
63 millions at the same date in 1934 .and 1933
respectively. As in previous years, this decline
appears to have been due to some extent to transfers
of deposits to such State-controlled institutions as
the Land Bank and the State Savings Bank, whose
deposit liabilities increased from 6o million litas
in the middle of 1933 to 62 and 65 millions in the
middle of 1934 and 1935 respectively. B_ut, as
appears from the statement below covering all
Lithuanian credit institutions except co-operative
credit societies, aggregate deposits continued to
decline ; and the fall was particularly sharp in the
first half of 1935 owing, it would appear, largely
to withdrawals from the Bank of Lithuania. The
following statement, distinguishing between private
deposits on the one hand and public deposits (4.e.,
those of Government departments and public
institutions) on the other, shows that the two classes
of deposits, which as a rule tended to move in
opposite directions in previous years, both declined
heavily in the first half of 1935 :

Endof: Dec. Dec. June Dec. June

¢ 1932 1933 1934 1934 1935
Litas {000,000')

Private deposits. . . . 173 158 152 145 132

Public deposits . . . . 63 69 72 81 68

Total . . .. 236 227 224 226 200

Loans and discounts, on the other hand, showed
a distinctly upward tendency in 1934/35, owing
partly to a * freezing '* of old loans outstanding.
In the case of the seven commercial banks of
¢« Great Lithuania ”, loans and discounts rose from
69 million litas at the middle of 1934 to 72 millions
a year later ; those of the Land Bank and the State
Savings Bank increased from 157 million litas to
165 millions in the same period.

A similar movement is observable in the accounts
of the Bank of Lithuania. The Bank’s loans and
discounts ruled at an appreciably higher level in
1935 than in the previous year, while its current
account and other deposit liabilities, after showing
a moderate expansion in 1934, declined sharply
in the first ten months of 1935. In consequence,
there was a marked expansion of the note circula-
tion in 1934/35, as shown in the following table :

End of : Dec. June Dec.* June 'Oct.
1933 1934 1934 d935 1935
Bank of Lithuania. Litas {000,000%)
Gold. .. ... .. .. 52,0 355.3 52.I 434 35-3
Foreign exchange . . . 15.3 9.3 84 64 103
Discounts and advances. 83.8 83.2 r101.0 97.0 97.3
Note circulation. . . . 87.6 836 88.2 02.6 104.1I
Current accounts . . , 25.6 275 31.7 254 18.6
35.2 35.4 368 252 19.9

Deposits . . . . . . .

The changes in these items of the Central Bank
represent only to a small extent a reflection of the
difficulties of the commercial banks (the rediscounts
and borrowings of the latter rose from 8.z to 16.0
millions in 1934, and their cash reserves declined
from 6.3 to 5.0 millions in 1934, while total current
accounts at the Bank of Lithuania actually
increased in that year), as the great bulk of the
Bank’s business is with other credit institutions
and with the general public direct.

As may be seen from the statement given above,
a sharp decline in the Central Bank's gold and
exchange reserves took place in 1934/35.2 As 'the
export surplus increased during that period (from
3.8 million litas in the first nine months of 1934 to
17.5 millions in the same months of 1935) pari passu
with a fall in domestic prices (the general price
index [19x3 = 100] fell from 57 in September 1934
to 50 a year later), this decline -appears to have
been mainly due to an outflow of capital.

To check further losses of. gold and foreign
exchange, a system of exchange control was
introduced by law as from October 1st, 1935. All
foreign exchange transactions were centralised
with the Bank of Lithuania, which was authorised
to sell foreign exchange only to persons in possession
of permits issued by an Exchange Commission set
up at the Ministry of Finance. All banks and
traders were required to surrender their holdings
of foreign exchange to the Bank of Lithuania.
The last-mentioned regulation probably accounts
for the increase in the foreign exchange reserve of
the Bank of Lithuania apparent from the statement
shown above. This item, which was shown at
5.8 million litas in the Bank’s return for September
3oth, 1935, rose to 9.6 millions at the date of the
following return (October 15th), while notes in
circulation rose from 95.7 to 102.1 millions in the

~ same fortnight.

! Corresponding figures for the Memel Territory are not available, : ’ .
# At the same time, the net foreign liabilities of all other Lithuanian banks (including mutual credit associations)

declined from 6 million to 2.5 million litas during 1934, but rose to 3 million litas on June joth, 1935.
figures are available for the Bank of Lithuania, and it is not known to what extent its

in 1935 — include foreign liabilities.

No corresponding
deposits — which fell very sharply
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LITHUANIA. COMMERCIAL BANKS Table 25 (a).
» * GREAT LITHUANIA " ’ MEM%;FSEI;";;?D“)
k]
ACCOUNTS SUMMARY OF POSITION AT THE END OF:
1920 | 1932 | 1933 | 1934 | 1920 | x93z | 1933 | vo34
Number of Banks. . . . . . . . . . ... ... 9 I 7 | | 7 | II 7 | 8 I 8
ASSETS Litas (000,000’s omitted)
. Cash. . . . . . . . oo 00000 39| 49| 42| x| T.5] 14| 08
(a) Gold, silver and small coins. . . . . . . — — — — — —_ —
(5) Inland notes and balances with Centrall 6.5
Bank . . . . . .+ o v o v 0. _ | — — - =] = —
2. Other Items of a Cash Nature. . . . . . . . . : 16| 1x| r1zf — — — —
3. Billsdiscountedorbought . . . . . . . . . . 217 | 21.3| 22.4 19 7 85 77| 58| 5.2
(a) Treasurybills. . . . . . . . . . . .. — — — —_ — — —
- (b} Commercial bills, Inland. . . . . . . . — — — — — — — —
(¢} Commercial bills, Forelgn ........ — — —_ —_ | = | — —_
4. Investments and Securities. . . . . . . . . . 17 g| 16.8| 16.7| 168 os5| 05| 04| 0.7
(z2) Government . . . .. . . . . . . .. 0.3 — —_ — — _ — —
(b) Other . . . . . . . . ... . . 17.6 | — | — — — | = | — —_
5. Participations . . . . . . . . ... .. — | — | — — J —_ ) =] = | —
6. Due from Banks (Correspondents). . . . . . . | x5 56| 35| 26 24| 23| 22| 19
(a) Athome. . . . . . . . ... . ... — jo| 25| 1o — — — —
(b) Abroad . . . . .. .. ... ... — 2.6| 1.0 1.6| — — — —
7. Loansand Advances. . . . . . . . - . . .| 458] 414 44.9| 50.3 ” 32.6| 33.9| 29.7| 26.3
(a) Oncurrentaccount . . . . . . . . . . — ! — | — — — | - | — —
< (b) Other . . . . . . . . .. .. —_ | = — — — —_ | - | —
8. Cover for Acceptances . . . . . + . « . « . . — — — — —_ — — —
9. Premises,etc.. . . . . . . . .. .o .. »x| 86| 84| 86§ 22| 30| 31| 26
10. SundIyAssets ............... 6.x] 102| gof| 8ol 72| 33| 42| 29
1. Total Assets . . . . . . . e e e e e e e e 116.6 | 109.4 | 110.9 | 1114 54.5| 52.2| 46.8) 40.4
LIABILITIES. “
12. Capitalpaidup. . . . . . . .« . . o . . . 25.8| 25.0| 27.5| 27.5( 491 43| 43| 45
13. ReserveFunds . . .. . . . . .. ... .. 09] 20| 21} 21| ILI| I4| 14| I3
14. Profit-and-Loss Balances, etc.. . . . . . . . . 08} — — — 05! 0.4| 04| 0.6
15. Cheques and Drafts in circulation . . . . . . . —_ | - | = — 1.3| 06| 13| o038
16. Due to Banks (Correspondents} . . . . . . . . 105 37| 44| 29| 30| 09! 45| 4.5
{(a) Athome. . . . . . . . .. . .. .. — 3.3 22| 21| — — — —
(b) Abroad . . . . . . . .. ... — 0.4| =z2| 0.8 | =.| = | = | =
17. Deposits .. . .. . ..o oo e 6s5.3( 63.6| 59.1| 55.2}) 35.8| 38.3| 31.0[ 25.2
(a) Current accounts and sight deposits . . .| — | — — | — - = | = | -
(b) Savingsaccounts . . . . . . . . . . . — — — — — — — —
(c) Time or fixed deposits. . . . . . . . . —_ ] — — — — — | — —
(d) Other deposits . . . . . . . . . . .. -l -1l =1 =111 —
18. Rediscounts and Other Borrowings . . . . . . 75| 52| 82, 16. — — — —
19. Acceptances and Endorsements. . . . . . . . e e e e I B B
20. Sundry Liabilities. . . . . . ¢ . . . . . .. 58| 99| 96} 77 79| 63| 39| 35
21. Total Liabilities. . . . . . . « -« . « « . . 116.6 | 109.4 [ 1109 11114 | 54.5| 52.2| 46.8| 404
22, Guarantees,etc. . . . . . . . . 000 . . 13.8! 9.r} 203| 95| 6.4| 27| 62| 24
23. Bills for Collection . . . . . . . . . - . . . 31.0| 16.0| 202 192} — | — [ — —
24. Value of currency in Swiss francs at the end of
eachyear. . . . . .« « « -« o o . .. 0.52 | 0.52 | 0.52 | 0.52 || 0.52 | 0.52 | 0.52 | 0.52
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Balance-sheet Summary.

1 and 2. Cash and Other Items of a Cash Nature.

The composition of the cash assets of the Memel
banks is not shown. These appear to hold very
small balances, if any, with the Bank of Lithuania.
The balances held with that institution by the
banks in * Great Lithuania ”’ are as follows :

Litas (000,000's) 1931 1932 | 1933 1934
Inland notes and coins . .| 4.1 2.6 2.6- | 3.1
Balances with the Centra .

Bank. . ... ... .| 1.6 1.3 2.3 I.x
. Total. . .". .| 5.7 39 | 49 | 42

The sums under (2) consist of foreign banknotes
and cheques.

3. Bills Discounted.

The bill portfolio includes rediscounts. The
liability of the banks of ¢ Great Lithuania * for
bills rediscounted is given in group 18 ; their net
portfolio is shown below :

Litas (000,000's) 1929 | 1931 ] 1932 | 1933 | 1034
Bills discounted ., . . . .| 2L7|24.9]|21.3|22.4]| 19.7
Bills rediscounted. . . . . 24| 32} 12| 7| 1.8
Net portfolio. . . .| 19.3 ] 21.7 | 20.1 | 20.7 | 17.9

Rediscounts are not shown separately in the
statistics relating to the Memel banks, which do
not rediscount much with the Bank of Lithuania.

10. Sundry Assets.

- This includes protested bills of the ¢ Great
Lithuanian * banks amounting to over one million

in 1931-1933.
14. Proﬁt—and~Lbss Balances, elc.

The 1929 figure for the banks of “ Great
Lithuania " represents aggregates of the net profits

made by individual banks, while the net losses
incurred by other banks are included under sundry
assets and are not shown separately.

%

17. Deposits.
Litas {000,000's) 1931 | 1032 | 1933 | I934
t Greal Lithuania " ;
Sight and time deposits :
National currency . . .| 22.8 | 20.8 | 20.8 | 19.6
Foreign currency. . . .| 8.8 6.3 3.5 1.6
Total. . . . .| 31.6 | 27.1 | 24.3 21.2
Current accounts : .
National currency . . .| 29.0 | 33.T | 32.0 | 32.2
Foreign currency. . . .| 3.6 3.4 2.8 1.8
Total. . . . .| 326 | 36,5 | 34.8 | 34.0
Grand total . . . .| 64.2 | 63.6 | 59.1 | 55.2
Thereof :
National currency . . .| 51.8 | 53.9 | 528 | 518
Foreign carrency. . . .| 12.4 9.7 6.3 3.4
Memel Tervitory : )
Deposits. . . .'. . . .| 32.0 | 27.8 | 22.3 | 15.2
Creditors . . . . . .. 9.2 | 10.5 8.7 | 100
Total. . . . . 412 | 38.3 | 310 | 25.2

For the Memel Territory, foreign currency
deposits are not shown separately.

18. Rediscounts and Other Borrowings.

The composition of this item, for the banks of
“ Great Lithuania ”, is shown below :

Litas (ooo0,000's) 1929 79.31 1932 | 1933 | 1934
Rediscounts . . . . . . . 2.4 132 | 121{17 |18
Borrowings. . . . . . . . 5.1 | 6.7 | 40 { 6.5 (14.2

Total. . . . .| 75 | 9.9 | 5.2 | 8.2 |16.0

The above sums represent in part foreign credits,
which, however, are not shown separately.

Profit-and-Loss Aecouﬁts.

The following figures are available for the seven
commercial banks of ‘ Great Lithuania” in
existence at the end of 1934 :

& Including interest received.

b Excluding interest paid.

¢ Calculated from the percentage rate of dividend and
the paid-up share capital of each bank,

Gross Expenses® Net Divi-

profits* profits dendse

Litas (000,000's). '

1920 . . . 12.% 4.7 1.0 0.6
1930. . . 13.2 4.8 1.0 0.7
1931. . . 14.0 4.9 0.7 0.4
1932. . , 10.6 4.4 0.4 0.1
1933. . . 9.9 3.7 0.G 0.1
1034. . . 7.7 3.6 0.3 Ceee
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LUXEMBURG.

_ The monetary history of the Grand-Duchy of
Luxemburg is marked by an effort to establish a
national currency. Two recent events are specially
characteristic of this development of the Luxem-
burg currency — the definition of the Luxemburg
currency given in the Law of December 19th, 1929,
and the creation-of the Luxemburg franc after the
devaluation of the Belgian franc in March 1935.

The Convention of Economic Union between
Luxemburg and Belgium, which came info force
on May 1st, 1922, ! and which defined the composi-
tion of the Grand-Duchy’s currency circulation, did
not entail the unification of the Belgian and Luxem-
burg currencies. First, the right of issue of the
International Bank at Luxemburg remained intacf,
though its notes are not legal tender. Secondly,
the circulation of Treasury notes issued by the
Government of the Grand-Duchy, which should not
have exceeded 25 million francs, never fell below
40 millions. Thirdly, the Law of December
19th, 1929, ‘“tostabilise the Luxemburg currency ',
defined the Luxemburg franc by fixing its weight

in fine gold at o0.209211 gramme (one-fifth of a .

belga) in order ** to stabilise our franc de jure at its
present de facto rate — 1i.e., at the rate of the
Belgian franc legally stabilised — and to ensure the
maintenance of this rate even should the Belgian
franc depreciate ”’ (Opinion of the Council of State,
January 20th, 1928).

This contingency did occur in March 1935,
when the Belgian franc was devalued. Under the
' Grand-Ducal Decree of April 1st, 1935, the parity
of the Luxemburg franc relative to the Belgian franc
was fixed at 1 Luxemburg franc = 1.25 Belgian
francs. This inequality between the devaluation
rate of the Luxemburg franc — 10% — and that
of the Belgian franc — 28 % — has had important
effects on the currency situation of the Grand-
Duchy. _—

In the first place, Belgian notes, which, prior to
devaluation, were equivalent to Luxemburg notes,
are only accepted by the Treasury Offices at the
rate newly fixed by law, though they are still legal
tender in the Grand-Duchy. The same is true of
obligations expressed and payable in Luxemburg
francs, and of claims expressed in * francs *’ and
held by Luxemburg citizens or persons domiciled in
the Grand-Duchy at the time when the obligation
was contracted.

Secondly, in order to increase the domestic
fiduciary circulation in accordance with the
Convention regarding Financial and Monetary
Questions concluded on May 23rd, 1935, between

.Luxemburg Loan of 1gz2.
. Government must give the Luxemburg Government

the Grand-Duchy of Luxemburg and Belgium, the
Government of the Grand-Duchy has issued fresh
currency totems expressed in Luxemburg francs

.and has raised the amount of these notes, known as
" ““ bons de caisse "', to 125 million Luxemburg francs.2

The currency circulation of Luxemburg, therefore;
now consists of Belgian notes, 1 Belgian franc being
equal to 80 Luxemburg centimes; and the following
Luxemburg currency tokens (position as at October

I5th, 1935) : '

Luxemburg
francs
(r) Currency tokens issued by the
Grand-Duchy and regarded as
part of the Treasury’'s {loating
debt : s
(a) Luxemburg ' bons de caisse’’ 125,000,000
(b) Nickel tokens for 1 franc and
socentimes. . . ., . . . 3,524,000
{c) Copper coin in circulation . , 1,368,000
{2) Notes issued by the International
Bank, Luxemburg . . . . . . . 6,250,000

The relations between the Grand-Duchy of
Luxemburg and the National Bank of Belgium are
governed by the Convention of May 23rd, 1935,
regarding Financial and Monetary Questions of the
Economic Union of Belgium and Luxemburg.
Under this Convention, the Belgian Government
must allocate to the Luxemburg Government
an amount of 133 million Belgian francs out
of the additional assets derived from the revaluation
of the National Bank of Belgium's holding of
gold and foreign exchange. This proportion,
which is calculated on the basis of the ratio
between the populations of the two countries, is
earmarked for the repayment of the Belgian-
Further, the Belgian

a share of the profits paid over by the National
Bank of Belgium to the Belgian Treasury.
Computed according to the same rules as the profit
on the -aforesaid revaluation of the gold holdings,
this share will at the outset be earmarked for writing
off the 1922 Loan. Further, the National Bank of
Belgium is to open an agency in Luxemburg, to
which a discount office will be attached. '
As the balance-sheets of commercial banks do-
not appear to be given in any official publication
and as it has proved impossible to collect in due
time a complete set of recent annual reports
published by the banks in Luxemburg, no analysis

.of the banking organisation or the activity of

commercial banks can be embodied in the present
edition of this volume.

! See the brief account of the Luxemburg currency prior to 1922 in the Memorandum on Currem:y and Ceniral Banks,

Igr3-roz24, Volume II, page 112.

3 This limit of 125 million francs is only provisional, since, under the Convention of May 23rd, 1935, the Luxemburg
fiduciary circulation, consisting of denominations not exceeding 100 francs, has been fixed at 100 million francs. This
limit, however, can be temporarily exceeded by 25 millions, on the express understanding that the maximum amount
in circulation will be reduced to 100 million francs by October 1st, 1942, at the latest,
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MEXICO.

The marked improvement in the economic and
banking situation of Mexico which set in during
1933 was maintained in the course of 1934 and 1935.
The total monetary circulation,’ which had risen
from an average of 218 million pesos in 1931 to
310 and 391 million pesos in 1932 and 1933
respectively, rose to an average of 415 million pesos
during the first nine months of 1934. The net
circulation as estimated by the Banco de México !
also shows a marked increase during the same
period ; it rose from 186 million pesos in 1931 to
199 and 240 millions in 1932 and 1933 respectively,
and increased to an average of 263 million pesos
during the first nine months of 1934. Foreign
trade improved further during 1934 and the first
half of 1935, the value of exports increasing by
76% in the former and by a further 79, in the
latter period and the value of imports by 36 and
16% respectively, The Six-year Plan, which
was announced late in 1933, was put into effect
in the first quarter of 1934, and gave added impetus
to the domestic trade revival.

These developments are not fully reflected in the
returns of all the commercial banks for the end of
1934 given in the adjoining Summary Table. The
number and importance of the institutions covered
by these returns has altered in the course of 1934.
Two deposit and discount banks with a total
balance-sheet at the end of 1933 of 2 million pésos
closed during 1934, and ten new ones with a total
end-of-year balance-sheet of 32 million pesos came
into existence in the same year. Of the six foreign
banks in existence at the end of 1933, only two
— the German Bank for South America and the
National City Bank of New York — continued to

-operate on the same scale during 1934. The
Anglo-South American Bank and the Chase
National Bank closed their Mexican offices in 1934,
and the Canadian Bank of Commerce and the Bank
of Montreal were in process of liquidating their
Mexican accounts.? The composition of the
other two groups of banks, industrial and
agricultural banks and national banks, remained
the same during 1934. If no account is taken of
the evolution of the four foreign banks which were
constrained?® to liquidate their Mexican branches,
the growth of deposits and of the relative

importance of each of the four groups of banks
since the end of 1933 has been as follows :

Per cent of total
accounts of each

Deposits in the ag-

pesos (000,000's) gg‘glgt;nbalancg-

sheet of all banks

1933 1934 ‘1933 1934

Industrial and agricultural

banks. . . . . . . .. 123 1206 55 46
Deposit and discount banks 63 70 235 29
Foreign banks (two) . . . 24 29 12 16
Nationa] banks . . . . . 5 7 8 9
Total, . . . , 215 232 100 I0O

The total balance-sheet of all banks, exclusive
of the four foreign banks in process of liquidation,
increased during 1934 by 50 million pesos. ,

It should also be noted that the statements of
the banks published by the Comision Nacional
Bancaria and summarised in the adjoining Sum-
mary Table do not include the accounts of the
“* Nacional Financiera S.A.”, a ‘ national ’ bank
established in the first quarter of 1934. This
institution was organised at the instance of the
Government with the object of granting long-term
credits for development purposes and of taking
over from private credit organisations and national
credit institutions such credits and securities as
they are not allowed to ktep by the Banking Law
of 1932. Half its capital, 50 million pesos, was
to be provided by the State. A statement of the
operations of this institution is not available,

An even more important factor in preventing
the improvement in economic activity from making
itself fully felt in the end-of-year returns of the
commercial banks was the uncertainty with regard
to the general monetary situation consequent on
the effects of the U.S. Silver Purchase Act of
June 1934.4 Silver was, by virtue of the Currency
Law of July 1931, the sole metallic legal tender
in Mexico, and silver coins of a high silver content?
constituted during 1933/34 on the average 75-80%
of the total monetary circulation in Mexico. In
view of the decision of the Banco de México to
maintain the exchange value of the peso at 3.60
pesos per U.S. dollar, the rise in the price of silver
during the second half of 1934 had disturbing effects

* Boletin of the Baqco de México, No. 3, December 1934, page 16.. The estimates for total monetary circulation
and i_or the net circulation — the amount of coins issued and the note-issue of the Banco de México less the amount
of coins and notes held as reserves by all banks — are new, and differ from those given in the previous issme of the

Boletin and reproduced in Commercial Banks,
October 1933.

* The total balance
11.8 millions at the end
pesos, as against 8.8 millions at the end of 1933.

* See Commercial Banks, 1929-1934, page 179.

4 See Commercial Banks, 1929-1934, pages LXXV-LXXVI.
. ¥ These were in denominations of 1 peso, 50, 20 and 10 centavos,
which three million pieces of 900/1000 fineness were issued in 1921,

1929-1934. More recent figures are not available at the time of writin E.

-sheet of tl:le Bank of Montreal amounted to 3. 5 million pesos at the end of 1934, as against
of the previous year, and that of the Canadian Bank of Commerce amounted to 0.8 million

all of 720/1000 fineness. The 2-pesc pieces, of
began to be withdrawn in the course of 1933.
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‘on depositors and banks. This uncertainty was
accentuated during December 1934, when the
Executive obtained extraordinary powers from the
Legislature with regard to currency and credit.
These developments are reflected in the accounts
of the commercial banks for the end of 1934. Sight
deposits and current accounts rose by 11 million
pesos. As the bank clearings available for the
most recent months since the beginning of the rise
in the price of silver — June to October 1934 —
averaged 140 million pesos as against 171 millions
for the same months in 1933, this increase in sight
deposits appears to have been due merely to the
desire of some depositors to keep their funds in the
most liquid form possible. Time deposits in
foreign currencies in institutions other than foreign
banks, however, fell by 12 million pesos. At the
same time, borrowings from the Banco de Mexico
‘increased by 16 millions. The only considerable
increase in the principal earning assets of the banks
is due to the rise of 20 million pesos in the bill
portfolio. Loans other than those on current
account declined by 33 million pesos. This fall
was set off to the extent of 24 million pesos by a
rise in current account loans, so that total loans
and advances were only g million pesos less than
in the previous year. Cash reserves were I4 million
vesos in excess of those at the end of 1933, |

The Government did not use its special powers
with regard to currency until April 27th, 1935.
In the two days prior to that date, the price of
silver in New York rose to 77.25 and 80.50 cents
per fine ounce, and the Mexican peso appreciated
to 3.45 and 3.30 pesos per dollar respectively. On
April 27th, all banks were provisionally closed, the
Government decreed all silver and silver coins in
the hands of the public and commercial banks as
State property and ordered their exchange against
notes issued by the Banco de México. “Subsidiary

coins of bronze, nickel, and of silver of 420/1000
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fineness, were ordered at local and U.S. mints.
The Banco de México was authorised to discontinue
the conversion of notes into metal, and to sell
exchange to any place abroad at the rate of 3.60.
pesos per U.S. dollar. It was also announced that
existing metal reserves and those accruing to the
Banco de México as a result of the forced conversion
of coins were to be utilised for maintaining the
peso at a fixed rate with the U.S. dollar. The
banks reopened on April 3oth, after having ceded
their silver reserves to the Central Bank. In
consequence of these measures the note circulation*
and the gold, silver and foreign exchange reserves
of the Banco de México rose to 254* and 332 million
pesos respectively on June 1st, 19351 The most
recent detailed figures available for purposes of
comparison are those for the end of October 1934.2
At that date, the total monetary circulation®*
amounted to 428 million pesos and was made up as
follows : silver coins 31T millions, nickel coins
8 millions, and notes of the Banco de México
109 millions. The total reserve, on the other hand,
amounted to 55 million pesos, made up of
29 millions gold, 24 millions silver, and 2 millions
foreign exchange. .

Soon after the monetary reform, two important
measures were put into effect. The first was a

' revision of Article 10 of the Statutes of the Banco

de México authorising this institution to demand,
whenever necessary, the transfer to it at market
rates of that part of the gold and foreign assets
of the Commercial Banks which is in excess of
their foreign liabilities. The second measure pro-
vides for a broadening of the basis of credit by
allowing banks to discount 180 days industrial
bills up to 5%, of their total sight deposits and by
authorising the Banco de México to rediscount
such bills, This limit may be extended to 159, if
the monetary authorities deem it necessary.

Balance-sheet Summary.

General Nole.

It should be noted that, in consequence of the
banking reorganisation in 1932, the summary
statistics for 1932, 1933 and 1934 are not
comparable with those for previous years.

1. Cash. _
Composition of the metallic cash holdings :

Pesos (000,000's) Goa |Siverand| g,
1929 . . 4 4 4 s . - 30.2 20.3 50.5
I030 . .+ 4 s v s o 27.1 36.4 63.5
I3 . . v e e e e - 3.7 23.1 26.8
) 1<% F-J 2.2 35.2 374
1933 - - - - - 4. 2.0 354 374
I034 & v - 4 o - e s 9.3 35.6 44.9

t Agence ééonomiq_ue et financiére ”', June 21st, 1935.

* Boletin of the Banco de México, No. 3.

4and 5. Investments and Securities; Participations.

Pesos (000,000’s) 1929 { 1932 | 1933 | 1934
Approved securities, , , . 6.5 8.3 1.9 | 12.9
Other investments . . . .| 25.1 | 13.x | 26.7 | 18.0

Total, . . . . 31.6 | 21.4 | 28.6 | 30.9
6. Due from Banks (Correspondents).

Pesos {000,000's) 1929 | 1932 | 1933 | 1934
Inter-banks deposits . . . 7.1 5.6 | 111 7-9
Balances due from banks .| 12.8 1.2 8.3 2.1

Total., . . . . 19.0 6.8 | 19.4 10.0

The sums shown under (5) are officially described
as ** assets held in foreign banks .

* Gross circulation including notes and coins held in ‘the banking department of the Banco de México.

t0
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MEXICO. COMMERCIAL BANKS Table 26 (a).
SUMMARY OF POSITION
AT END OF:
ACCOUNTS
1929 1031 | 1932 | .1933 1934
NumberofBanks. . . ¢ + « « « ¢« « v o o « « & 53 . 58 48 63, 69
ASSETSt.’ ‘ Pesos {000,000’s omitted) |
1.Cash . . . .. . .. ... e e e 54.5 30.0 62.1 79.2 g1.6
(a) Gold, silver and small coins. . . . . . . 50.5 26.8 37.4 37.4 44.9
(%) Bank notes, State notes and balances
“with Central Bank . . . . .. . . .. 4.0 3.2 24.7 41.8 46.7
2. Other Items of a Cash Nature . . . . . . . . 8.3 3.5 5.9 7.1 8.2
3. Bills discountedand bought. . . . . . . . .. 92.4 41.6 46.9 68.4 88.3
(a) Government bills . . . . . . . . ... — — — — —
(b) Commercial bills, Inland . . . . . . . . — — — — —
(¢) Commercial bills, Foreign . . . . . . . — — — — —
4. Investments and Securities. . . . . . e e e 31.6 18.9 21.4 28.6 30.9
(a) Government . . . . . . . r e e e . — - - — -
(b) Other . . . . . . . .. .. .. .. - — — — —
5. Participations . .-. . . . . . . .. ..., - — — — —
6. Due from Banks (Correspondents). : . . . . .|  49.9 29.4 18.7 32.7 24.9
(a) Athome. . . . . . . . . . ... .. 19.9 5.8 6.8 10.4 10.0
(b) Abroad . . . . . . . ..o 30.0 23.6 11.9 13.3 14.9
7. Loansand Advances. . . . . . . . . . e« o | 1308 135.8 115.7 156.5 147.1
(a) On current account . . . . . . . . .. 37.1 33.3 33.9 62.4 86.1
(b) Other . .". . . . . . .. ... ... 93.7 102.5 81.8 "94.1 | 610
8. Cover for Acceptances. .. . . . . . . . .. — — — — -
9. Premises,etc. . . . . . ... ... ..., 24.1 17.5 20.5 12.3 . 14.4
0. Sundry Assets . . . . . . . .. ... oo | 239 31.9 29.2 34.0 31.4
Ir. Total Assets . . . . . . . . . .. .. ... 415.5 308.6 320.4 418.8 .| 436.8
LIABILITIES. _
12. Capital paidup. . . . . . ... . .00 100.9 g8.6 95.8 . 8s.
13. Reserve Funds . . . . . . .. ... ..., 28.1 19.9° 14.6 ggg Ii.g
14. Profit and Loss, Undivided Profits, etc. . . . . —_ — — — —
15. Notesin circulation. . . . . . . . .. . .. II.2 5.5 5.2 —_ —
16. Cheques and Drafts, etc., in circulation . . . . 14.7 5.0 4.8 7.0 9.6
17. Due to Banks (Correspondents) . . . . . . . . 11.8 7.7 I1.9 12.5 27.1
(a) Athome. . . . . . . ... P 10.1 2.0 8.2 12.3 26.1
(b) Abroad . . . . ... L., 1.7 |© 5.7 3.7 0.2 1.0
18 Deposits . . . . ... ... 0oL L, 218, 145. 162.1 233.6 234.7
(a) Current accounts and sight deposits. . . | 175.6 102.0 135.2 182.4 193.1
{ b) Savingsaccounts . . . . . . .. ... — — —_— — _
¢) Time deposits . . .". . . . . .. .. . 42.9 3. 26. .
R (d2) Other deposits . . . . . . . e e e —_ . 4_. ! 2__ ? si z 2'6
I9. Rediscounts and other Borrowings . . . . . . 8.2 . . .
20. Acceptances . . . . . . o g ....... . — —5—5 I-is 22.9 4_1.5
2I. Sundry Liabilities. . . . . . . . . e e e 22.X 21.0 I1.5 23.7 27.5
2z2. Total Liabilities . . .-. . . .. ... ... 4155 | 308.6 | 3204 | 418.8 | 436.8
23. Value of currency in Swiss francs at the end |
ofeachyear . . . . ... ..... ... 2.47 '2.00 1.66 0.9z | "$.86
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7. Loans and Advances. 16. Chegues and Drafts, elc., i circulation.
The sums given under (a) are as follows : Pesos (000,000') Pr%‘;iglzﬂal Cash bonds| Total
" Pesos (000,000’) 1920 | 1932 | 1933 | 193¢ ;o0 ... .. 13.2 1.5 14.7
On currentaccount . . . . 8.5 2.0 | 169 IL.1 ;ggg st 23, ;g §:
Against collateral . . . .| 26.0 | 31.0 | 45.4 | 75.0 1932 4.2 0.6 4.8
To Federal Government . 2.6 0.9 a1l —_ 1033 . v v . 0.3 6.7 7.0
Total fa) . . .| 37 | 33.9 | 62.4 | 861 1934« 4 v v e 00 2 | 9.4 9.6

18. Deposils.

The sums given under (5} are as follows

Pesos (000,000's) 1929 | 1932 1933 1934
Pesos (000,000's) 1920 | 1932 | 1933 1934 A. Sight deposits : k .

1. Promotion loans -. . .| 15.2 2 6 | 11.6 . Innational currency. | 123.5 | 97.5 | 143.2 | 152.5

2, Sundry debtors , ., . . 62».8 6?3.4 7?.0 43.1 In foreign currency .| 35.2 | 26.4 | 32.0| 22.6

3. Otherloans. . . . . . 1.2 o9 | ‘32 6.1 Total; . . . .| 158.7 | 123.9 | 165.2 | 175.1
Total13 . . .| 772 | 765 | 898 | 60.8  B- Undrawn balances of
‘Subject to moratoria : . current account cre-

4. * Constitutional Govern- dits 'opened' A 2.4 0.3 0.4 1.0

ment " debt . . . . 0.3 _ _ _ Sundry creditors . .| 14.5 | 108 | 16 17.0

5. Otheroldloans . . . .| 16.2 5.3 4.3 0.2 - Total, . . . .| 175.6 | 35.2 | 182.4 | 193.1

_ C. Time deposits :

Total 45 . . .| 165 5-3 43 -2 In national currency .| 34.I | 20.3 | 29.9 | 32.3

Grand total (3} . . .| 93.7 | 818 | 941 | 610 In foreign currency . 8.8 66| 21.3 9.3

' Total. . . . .| 42,9} 269 | s51.2 | 416

Grand total . . . .| 218.5 | 162.1 | 233.6 { 234.7

10. Sundry Assets.

21. Sundry Liabilities.

Pesos (600,000’5) 1929 | 1932 | X933 | 1934
Mortgageloans . . . .. .| 16.3 | 1290 | 15.2 | 105 Pesos (000,000’s) 1929 | 193% | 1932 | 1933 ( 1934
Miscellaneous . . . . . .1 76 | 163 | 18.8 | 20.9 Federal notes. etc _ o1 | — _ | _
Total. . . . . 23.9 | 29.2 | 340 | 3L.4  Miscellaneousliabilities. | 15.3 | 15.9 | 11.2 | 23.6 | 27.4
“Oldaccounts ™. . . .| 68| 50| 0.3| o1 | o
N Total . . . .| 22.1 | 210 10,5 | 23.7 | 27.5

12 and 13. CaP ial and Reserves. The miscellaneous liabilities include, in addition
For foreign banks, only the capital assigned to to transitory accounts, the profits of the banks,
the branches in Mexico is included. which are not shown separately.
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NET HERLANDS.

The principal banking developments in the
Netherlands during 1934/35 have been the
continued contraction of banking activity,
additional realisation of floating foreign assets
(in particular in countries with exchange restric-
tions) and the large efflux of funds in the secon
and third quarters of 1935. ‘

The contraction of banking activity may be
seen from the following table, which summarises
the returns of the six leading banks for 1933 to
1934 and brings out in the last column that part
of the contraction which was due to the extensive
reorganisation ! of the most important bank, the
Nederlandsche Handel-Maatschappij, in the course

of 1934 :

End of 1933 1934 Increase{+)or
decrease (—)
during 1934
in respective
accounts of
Nederlandsche
Handel-Mij.
Gulden (oco,000's}
1. Cashassets . . . . . . 215 169 — I3
2. Bill portiolic . . . . . 269 272 — 3
3. Loans and advances . . 663 617 — 34
Of which—Current ac-
comnt . . . . . . . (457)  (385) {— 64)
4. Investments and securi-
ties . . . . . o .. 7I 63 — 3
5. Participations ., . . . . 84 44 — 43
6. Capital and reserves . 365 282 — 75
7. Deposits . . . . . .. 996 944 — 29
Of which on— .
(a) Current account. (s551) (538) . (+ 4)
{b} Deposit account . (255) (233) {(— 12)
{c) Other account. . (190) (173} (— 29)
8. Total balance-sheet . . . 429 I,288 — IOI

Despite the reorganisation of the principal bank,
the 1934 accounts of the six banks disclose a slower
rate of contraction than in the previous year.
As against a fall of 116 in 1933, total deposits fell
by 52 million gulden during 1934. Of this decrease,
20 million gulden are due to a reduction in certain
liabilities of the Nederlandsche Handel-Mij., which,
though classified as ** other deposits ", represent
liabilities to contango customers and for securities
borrowed for the bank’s own use, and certain other
unspecified creditor accounts, and may therefore
have been affected by the reorganisation. The
total deposits of the other five banks? fell by

23 million gulden in 1934 as against a fall of 53
millions in 1933. The heavy reduction in the banks’
own funds (item 6 above) by 83 million gulden
during 1934 is due to the extent of 75 millions
to the Nederlandsche Handel-Mij., which applied
60 million gulden of its capital and 15 millions of
its reserves to writing off assets. -

It is the amortisations of this institution which
account for the heavy reduction in the principal
earning assets of the six banks, particularly in
loans and advances,? securities and partticipations.
The fall in the deposits and own funds of the
banks other than the Nederlandsche Handel-Mij.,
23 and 8 million gulden respectively, was
accompanied by a corresponding decrease in cash
reserves. The mise in the bill portfSlio of the
same banks during 1934 was due to purchases
of Treasury bills. For. those banks (the
Amsterdamsche Bank, the Twentsche Bank, and the
Bank Associatie) which show their holdings of
Treasury bills separately, the composition of the
bill portfolio has been as follows at the end of
each year :

1931 1932 1933 I934
Gulden (co00,000’s)
Treasury bills . . . . . . . e9.3° 62.7 2.1 64.0
Commercial bills, inland and
foreign. . . . . e e e e . 68.2 34.6 3r.5 3LI
Total . . . .. 127.5 ©7.3 83.6 95.I

Total portfolio of all six
banks

341.1 334.3 268.6 271.8

The Nederlandsche Handel-Mij., in its 1933 and
1934 reports, shows its Treasury bill holdings at
49.9 and 39.1 million gulden respectively, and
its commercial bills at 27.9 and 35.r millions
respectively.

The decline in the loans and advances of the six
banks has been due, as in past years, largely to the
mobilisation and subsequent calling-in of credits,
in particular in Germany. The extent of this
mobilisation during 1934 is brought out by the
following table* showing the changes in the
floating foreign assets and liabilities of forty-one
banks in 1933 and of forty-four banks in 1934,
inclusive in both periods of the Central Bank and
the Amsterdam branch of the Java Bank :

1 See Commercial Banks, 1929-1934, page 83, and the 1934 annual report of the bank.
:’The Amsterdan-\scl}e Bank, Rotterdamsche Bankvereeniging, Twentsche Bank, Incasso Bank, and Bank Associatie.
The heavy decline in the current account loans of the Nederlandsche Handel-Mij, is due to the extent of 30 million
gulden to a change in book-keeping, the loans and advances other than those on current rising from 23 millions at the end

of 1933 to 53 millions at the end of 1934.

¢ Data compiled by the Netherlands Central Statistical Bureau, and published in i ;
reproduced in the League of Nations Balance of Payments, 1934 ' publishedin its Maandschrift, To. 10, 1935, and
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Increase(+) End of Dec. June Dec. Junme Oct.
ordfic:eﬁ:se(—) 1933 1934 I934 ¥935 1935
End of 1933 1934 1934g Gulden (000,000's)
o Gulden {000,000’s) 1.Gold . . ..., .. 922 842 832 627 589
. . ! 2. Domestic bills . . . 32 28 23 35 51
Floating foreign assets . . . . . 567 so1  — 66 3. Currentaccountloans 145 150 151 148 140
Of which— 4. Note circulation . . 912 882 o912 808 789
(a) Correspondent  current 5. Othersight liabilities. 230 173 146 48 54
accounts . . . . .. (128) (130) (+ 2) Of which—On non-
{b) Foreign billsof exchange. (49) (50) (+ 1) Government account (223) (136) (116)
f¢c) Otherassets. . . . . . (390} (320) (- 70}
Floating foreign liabilities . . . . 393 325 — 68 The Netherlands Bank’'s gold reserves and its
Of which— sight liabilities declined appreciably during 1934,
() C°a"§§i1;‘:§ent current 06 63 (— 33) the former falling by 80 and the latter by 84 million
(b) Bills of exchange . . . . -(16) (o) (— 7)  Sulden during the year. The total net exports
fc) Other liabilities , . . . (281) (253) (— 28) of_ g_old from the _Netherlands arpounted to .180
Net foreign assets . . . 178 176 4 2 million gulden during 1934, as against 168 millions

As the total foreign assets of the Netherlands
Bank amounted to 2 and 1.z million gulden at the
end of the first quarter of 1933 and 1934
respectively, the decline in the floating foreign
assets during 1934 is on account of the commercial
banks. This reduction was almost entirely due,
as may be seen from the following statement. of the
geographical distribution of the assets and liabilities
shown above, to the liquidation of assets in
Germany :1

in 1933. The exodus of gold continued during the
first quarter of 1935 and became particularly
marked in the month following the devaluation
of the belga towards the end of March 1935.
During April, the Netherlands Bank’s gold reserve
fell by 168 million gulden, and the total net exports
of gold from the Netherlands amounted to about
180 millions. The non-Government current
account deposits at the Central Bank fell by
73 million gulden during the same month. The
Bank rate was raised successively from 2% 9, at
which it had stood since September 1933, to 3}

Floating Floating and 43 % in the first two weeks of April. There

assets labilities were no substantial withdrawals of gold during

7933 1934 1933 93¢  May and June and the Bank rate was reduced from

Gulden {000,000%s) 5%, to which it had been raised on June 1st, to 3%

Germany. . . . . .. ... 239 178 66 51 on July 18th. The Netherlands Bank lost gold
g:’;;zg #‘“gd(_’r,“_- S gg 583 :;‘ 3? again in July amounting to 69 million gulden and
USA.. .. ... ..... 32 30 38 2z, raiseditsrate to 6% on the 26th of that month.
Other countries . . . . . . . 143 148 203 184 During August, the Bank was able to reconstitute
Total. . . . . 5; 50_1 ;9_3' ;‘;5' part of its depleted reserves and reduced its discount

The credit structure which had attained a relative
stability during 1934 was severely disturbed in the
course of 1935 as a result of a large efflux of funds
in the second and third quarters of the year. The
magnitude of the exodus of capital and of its
deflationary effects may be judged from the
following summary of the weekly returns of the
Netherlands Bank :

rate to 5% as from August 3rd. In the following
month, withdrawals were resumed, the Bank lost
another 55 million gulden of gold and raised its
discount rate to 6% as from September 17th.
By the end of September, the decline in the gold
reserve ceased, the Bank acquired 53 million gulden
of gold during October and reduced its discount
rate to 5 and 43} 9 in the third and fourth weeks
of that month, and to 4% on November 8th.
[Continued at foot of page 143.

¥ This liquidation was achieved at heavy loss, the banks often accepting registered marks which could only be sold

at a discount of some 509,

The 1934 reports of five of the leading banks disclose the following information with regard to the mobilisation

of their foreign assets.

The Nederlandsche Handel-Mij. gives its assets in Germany and other countries with transfer

restrictions at 2.8 million gulden ; its 1933 report showed total assets in Germany at 11 million gulden, 6.3 millions of
which were under the ** Stillhalte ** agreement. The advances of the Amsterdamsche Bank to countries with transfer
restrictions declined from 24.7 million gulden at the end of 1933 to 9 millions at the end of 1934. The Rotterdamsche
Bankvereeniging states in its 1934 report that the total of its German assets, exclusive of those covered by guarantees
outside Germany, amounted to 4.5 million gulden at the end of the year, The Twentsche Bank's German ** debitoren
accounts, exclusive of those covered by guarantees outside Germany, fell from 7 million gulden at the end of 1933 to 5
millions at the end of 1934. While the Incasso Bank does not disclose the actual amount of its German assets, it
states that, by the end of 1934, these had been reduced to 509 of the level at which they stood on July 15th, 1931,
when the German Transfer Moratorium was decreed. At this latter date, according to the 1932 report of the Bank, its
foreign assets were as follows : German debtors under Standstill Agreement, 5.8 million gulden ; other German debtors,
1.2 millions ; Austrian debtors, 1 million ; and Hungarian debtors, 1.3 million gulden.

In this connection, it is interesting to compare the figures shown above with the action taken by the Swiss banks
to liquidate their German assets described on page 169.
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NETHERLANDS. LEADING COMMERCIAL BANKS Table 27 (a).
SUMMARY OF POSITION AT THE END E)F :
ACCOUNTS
1929 1931 1932 ?933 1934
- .
Numberofbanks. . . . . . . . . . .. . . .. 6 6 6 6 6
ASSETS. ._ Gulden (000,000's omitted)
1. Cash, . .. ... e e e e e e e e e
(a) Gold, silver and small coins . . . . . . :
(b) Inland notes and balances with Central 93.0 120.6 211.7 214.8 168.5
Bank . .. ... ......... ' _
2. Other Items of a Cash Nature . . . . . . ..
3. Bills discounted and bought . . ... . . . . . 414.X 341.I | 3343 268.6 271.8
(a) Treasury bills. . . . . . e e e e e — — - - -
(b) Commercial bills, Inland. . . . . . . . — - - — -
(¢) Commercial bills, Foreign . . . . . . . — — — — —
4. Investments and Securities. . . . ., . . ., .. I0I.I 110.8 91.6 40.5 65.2
() Government . . . . . . ... .. .. - - — — -
(b) Other . . . . . . .. C h e e e e s —_ - — — —
" 5. Participations, . . . .. ... ... .. .. 41.2 96.4 | - 89.9 84.2 43.9
6. Due from Banks (Correspondents). . . . . . . " IX0.5 Q1.7 784 | 57.0| ~ 64.8
(a) Athome, . . . . . ... ... ... — —_ _ — —
(b) Abroad . . . .. ... ... .... —— — — — —
7. Loansand Advances. . . . . . .. ... .. 1,0628 | 8757 | 686.8 664.8 616.8
(a) On current account . . ., . . . . . .. 582.9 593.3 | 476.8 4560.7 385.1
(b) Other . . . . . . .. e e e e e 479.9 282.4 210.0 208.1 231.7
8. Cover for Acceptances. . . . . . . .. ... 128.8 65.2 40.2 31.7 24.3
9. Premises,etc. . . . . ... .. ..., .. 29.I 35.5 36.1 34.6 30.9
0. Sundry Assets . . . .. . ., .. ... .. 2.I | 1.7 I.4 2.9 1.9
Ir. TotalAssets . . . . . . ... ..... . .| 1,982.7 | 1,738.7 | 1,570.4 | 1,429.1 | 1,288.1
LIABILITIES | ' -
x2. Capitalpaidup. . . . . . . . . ... ... 258.3 2628 2624 | 2574 197.4
13. Reserve Funds . . . . . . .. .. .. ... 139.7 1168 | 113.8 107.3 84.3
14. Profit-and-Loss Accounts, Undivided Profits, etc. 27.5 7.1 10.2 76 |- 85
15. Cheques and Drafts, etc., in circulation . . . . 45.2 25.0 14.5 | T 10.5 IL.3
16. Due to Banks (Correspondents) . . . . . . . . - 19.2 10.I 6.0 7.0 5.0
{a) Athome. . . . . . . ... ..... — — — — —
(b) Abroad . . . . . . ... ... ... . 19.2 10.T 6.0 7.0 5.0
17. Deposits. . . . . . ... ... ... ... 1,355.2 | 1,241.2 | 1,112.0 996. 944.2
(a) Current accounts and sight deposits . . . 634.4 584.0 [ ' 605.8 550.9 537.8
(b) Savingsaccounts . . . ., . . ... .. - — L — — —
(¢) Time or ﬁxefl deposits. . . . . . . .. 458.1 381.9 3TI.1 255.0 233.0
(d) Otherdeposits . . . . ... ... .. 262, 275.3 195.1 190.1 173.4
18. Rediscounts and Other Borrowings . . . . . . — — - — —
19. Acceptances and Endorsements. . . . . . . . 128.8 65.2 40.2 31.7 24.3
20.” Sundry Liabilities. . . . . . .. . .. .o 8.8 10.5 II1.3 1.6 | 131
21. Total Liabilities. . . . . . . . . ... ... 1,982.7 | 1,738.7 { 1,570.4 | 1,429.1 1,288.1
22. Guarantees. ., . . . ., . ... ...... 2.2 8.2 . .
23. Value of currency in Swiss francs at the end of 4 3 35 7 374 450
.eachyear, . . ., .. . e e e e e [ =208 2.08 2.08 2.08 2.08
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SUMMARY OF PROFIT-AND-LOSS ACCOUNTS
. AND DISTRIBUTION OF PROFITS
FOR THE YEARS :

Table 27 (5). -

ACCOUNTS
1929 1931 1932 1933 1934
Numberof Banks. . . . . .. ... .. Coe e 6 6 6 6 6
Gulden (000,000's omitted) -
Capital paid up. . . . . C e e e e e e 258.3 | 262.8° | 2624 | 2574 | 197.4
Reserves and Undivided Profits. . . . . . . . . .| 412 | 118.2 I15.x | I08.2 84.9
I. Gross Profits. . . . . . . . .. ‘e e 81.2 60.8 60.7 53.8 50.1
" To be deducted : ‘
2. Expenses. . . . . ... .. ... .. ... 1 374 33.3 31.3 30.5 29.8
(a) Salaries,etc. . . ... . . . ... ... — *— - - -
(b) Other working expenses . . . . . . . . — — - — -_
(¢) Taxes,etc.. . . . . ... .. e e e — — — - -
3. Reserved for Pensions Funds, etc.. . . . . . . 2.2 1.6 1.5 2.I 1.9
4. Written off on (Depreciation Accounts for). . .| " 17.3 27.8 19.8 15.2 1L.4
(a) Premises,etc..”. . . . : . . .. ... 4.8 2.2 3.1 2.4 r.3
(c) Other aseets o ccomies ] res | ase | e | aas | so
5. Remaining Net Profit (+-) or Loss (—) . . 243 | —1.9 8.1 6.0 7.0
6. Carried forward from preceding year e e 1.5 1.4 1.3 0.9 0.6
7. Taken from Reserves or Capital. . . . . . . . 1.4 6.0 - — —
8. Total Amount disposed of for Dividends, etc.. . 272 5.5 9.4 6.9 7.6
Q. CarriedtoReserves ... . . . . . ... ... 2.1 0.2 1.2 0.6 0.3
0 Dividends . . . . . . . e e e e e e e e e . 20.5 4.0 6.8 5.6 5.8
11, Directors’ Fees,etc . . . . . . . . . . . . . 3.0 — 0.5 0.I 0.1
12. Carried forward to following yea.r ..... ..} 16 1.3 0.9 0.6 1.4
13. Totalasabove . . . . . . . . ... .. .. 27.2 5.5 9.4 6.9 7.6
14. Value of currency in Swiss francs at the end of
eachyear. . . . . .. .. .. C e e e e 2.08 2.08 2.08 2.08 2,08

These large gold movements, which appear to
have been induced largely by the efflux of Dutch
capital, have been accompanied by a particularly
heavy shrinkage in the credit structure of the
country. This shrinkage is brought out, not only
by the fall in the note circulation, but also by the
heavy reduction in the other sight liabilities of the
Central Bank. The latter, which consist primarily
of bankers’ balances, were reduced in the first ten
months of 1935 by about a third of their amount
at the end of 1934. As the Netherlands Bank’s
bill portfolio has not shown any appreciable

increase, the commercial banks appear during this
period, for which no commercial banking statistics
exist, to have reduced their earning assets as heavily
as their cash reserves.

*
* %

For explanations regarding the nature and
composition of the various items of the attached
Balance-sheet Summary and Profit-and-Loss
Accounts, see Commercial Banks, 192 5-1933, pages
161-164.
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NORWAY.

The position of the Bank of Norway and the
commercial banks ! between the end of 1933 a.nd
September 30th, 1935, is illustrated by the following
table :

End of ¢ Dec. Sept. Dec.
1933 1934 1934

Kroner {(000,000's)

Sept.
1935

Bank of Norway.

Gold .. .. ....... 143 135 135 183
Foreign exchange . . . . . . 5 19 40 28
Loans and discounts . . . . . 234 251 184
Note circulation 333 331
Sight deposits . . . . . . . 64 Gz 79 63

Commercial Banks.,
Net foreign assets (4-) or lia-

bilities (—) . . . . . . . . —8 —2 410 J+17
Loansand discounts . . . . . 958 09358 924 028
Deposits . . . . . . . . .. 765 736 764 816
Of which—

Sight deposits (81)' {82) (96) (109)
Time and savings deposits (684) (654) (668) (707)

The recent expansion of the gold and foreign-
exchange reserves of the Norwegian banking
system is remarkable, particularly as it was
accompanied by a steady increase of the import
surplus. 2 It appears to be due partly to increased
income from shipping services and partly to
certain loans raised abroad. Of the latter,
mention may be made of a loan of £1.15 million
issued in London in September 1934 on behalf of a
Norwegian industrial concern, the proceeds of
which were used to liquidate the indebtedness
of the concern to the Bank of Norway and thus
served to increase the Bank's exchange holdings.
In November 1934, the Norwegian municipalities
raised a 15-million-kroner loan in Sweden and, in
the spring of 1935, the Norwegian Government also
took up a loan on the Swedish market amounting
to 20 million kroner.

The Exchange Committee of the Norwegian
banks set up at the end of 1931 by informal agree-
ment between the Bank of Norway and the private
banks ® continued in operation during the period
under review. The Committee intervened, for
example, at the end of 1933 and in May and June
of 1934, to check tendencies to a flight of capital
due in some cases to certain apprehensions
connected with domestic politics. In the second
half of 1934, however, and still more in 1935, its

functions became increasingly insignificant in view
of the improved exchange position, and there was
no difficulty in maintaining the currency pegged
to sterling at the rate of 19.go kroner to the pound.

The commercial-bank accounts summarised in
the above statement and in the attached Summary
Table cover only the *free’ banks.* The
figures for deposits shown in these tables appear
to have been appreciably influenced during 1934/35
by transfers of deposits from banks under liquida-
tion or administration to the free banks. The
aggregate time and savings deposits held by all
banks together fell from 1,019 million kroner at the
end of 1933 to 963 millions a year later, and declined
further to 947 millions in September 1935. The
marked expansion of time and savings deposits in
the free banks in the first nine months of 1935 is
largely due to the fact that the number of banks
under liquidation was reduced from seventeen to
twelve in that perfod. The increase in deposits
with the free banks'in the year ending September
3oth, 1935, and the simultaneous fall in their
loans and discounts would appear to have been
compensated — apart from the increase in foreign
assets — mainly by a decrease in the banks’
indebtedness to the Bank of Norway, which
(estimated on the method described below in the
note to item 16 of the Summary Table) declined
by roughly the same amount as the loans and
discounts of the Bank of Norway.

In the first part of 1934, banks were repeatedly
invited by the Bank Inspectorate to adjust their
interest rates downwards and, by a law of June
2gth, 1934, provision was made for compelling
individual banks to reduce their interest rates on
savings accounts to the prevailing general level of
24 to 3%. The continued fall in aggregate bank.
deposits, particularly in 1934, appears to have been
partly due to the spread between deposit rates on
the one hand and bond yields on the other, which
induced depositors to invest their savings directly
in securities. Although the banks, in consequence,
found it necessary to reduce their own holdings
of securities in the course of 1934 by over 20 million
kroner, this movement brought, on balance, a
considerable stimulus to the domestic bond market,
and facilitated certain conversion operations carried
out by the Government in the latter part of 1934.
The actual percentage yield of Government bonds
declined from 4.75 in January 1934 to 4.48 in

! The commercial-bank figures in this table are based on monthly statements published in Statistishe Meddelelser.
As they cover a smaller number of banks, they are not fully comparable with the complete end-of-year returns on which

the Summary Table is based.

* For the first nine months of 1933, the import surplus totalled 153 million kroner, as compared with 121and 84 millions

in the corresponding periods in 1934 and 1933 respectively.

2 See Commercial Banks, 1929-1934, page 84.

* See Commercial Banks, 1913-1929, pages 209-210, and 1925-1933, page 165.
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December ; it declined further to 4.40 in May, since
when, however, the tendency has been distinctly
upward, mainly as a result of a progressive redistri-
bution of investible funds in favour of shares.
(The tevival of business activity, which became
. marked in 1935, was reflected in a rise of the share
index of the Central Bureau of Statistics from 72
in December 1934 to g9z in September 1935,
following a rise of only 4 points during 1934.)

In contrast to aggregate time and savings
accounts, sight deposits — of which the banks
under liquidation hold practically none — have
shown a consistent expansion since the end of
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1933. Bank clearings in Oslo totalled 2,018 mil-
lion kroner in the first nine months of 1935, as
compared with 1,731 and 1,894 in the same months
in 1934 and 1933 respectively. Though clearings
were higher in 1933 than in 1934, the note circula-
tion in the latter year was on the average over 5 %
higher than in 1933 — a fact which in part is
probably connected with the fall in aggregate bank
deposits. The increase in the note circulation as
between September 3oth, 1934, and September
3oth, 1935, corresponded approximately to the
rise of the general level of prices which took
place in the same period.

Balanee-sheet Summary.

1. Cash.
Kr. {000,000's) 1929 | 1931 | 1932 | 1933 [ 1934
Gold, subsidiary coins
and potes. . . . . . 23.3 |.28.2 | 20.7 | 23.2 | 27.4
Balances with Central )
Bank. . . . . . .. 33.2 | 17.1 | 33.0 | 24.0 | 26.6
Total 56.5 | 45.3 | 53.7 | 47-2 | 54.0

2. Other Items of a Cash Nature.
Coins and notes in foreign currency.

3.~ Bills discounted and bought.

Rediscounts, also shown in group 18, are included
in the inland bill portfolio as follows :

Kr. {(000,000's) Ilgzg 1931 | 1932 | 1933 | 1934
Discounted . . . . . . 334.5 335.8| 328.8| 316.8] 317.9
Rediscounted . . . . . 3.6  10.1] 39| 34 41

Total 338.1' 345.9| 332.7| 320.2| 322.0

4and 5. Investments and Securities ; Participations.

Group 4 () is composed as follows :

Kr. {o00,000°s} 1929 | 1631 | 1932 | 1033 | 1934
Norwegian securities : : '
Municipal bonds. . .| 64.7} 45.7} 42.3] 36.7| 34.0
Bonds of Mortgageand .

Fisher Banks, etc. .| 45.I| 37-7} 35.9| 38.8| 44.1
Other bonds. . . . . 38.9| 40.6| 35.3] 32.7] 27.4
Shares . . . . « . . 40.1| 37.7| 40.4| 37-9| 34.3

Total . 188.8| 161.7| 153.9] 146.1] 130.8

Foreign securities :
Government . . . . 78 74 7.2 70l 3.7
Other . . . .. .. 52| 7.3 70 69 33
Total 13.0] 14.7| 14.2] 1239 9.2
Grand total 201.8| 176.4| 168.1| 160.0| 149.0

6. Due from Banks (Correspondents).
Group 6 {b) includes debtors in foreign currency :

Kr. (000,000's) 1929 | 1931 | 1932 | 1933 | 1934

Due from banksabroad .| 57.9 | 21.7 | 19.3 | 17.5 | 20.9
Debtors in foreign cur- -

TENCY. = . o » = 4 25.8 | 35.8 | 33.2 | 36.5 | 52.1

Total 83.7 | 57.5 | 52.5 | 54.0 | 82.0

7. Loans and Advances.

The sums under (a) represent sundry debtors,
cash credits, etc. An amount equal to the
acceptances has been deducted from this and
cartied to group 8. The figures under { &) represent
collateral loans.

8. Cover for Acceptances and Reimbursement
Credils.

Kr. {000,000's) 1929 | 1931 | 1932 | 1933 | 1934
Cover for acceptances. .| 10| 05| 06| 0.5 ]| 0.6
_Currentreimbursements.| 168 | 89| 9.8 | 9.4 | 11.6
Total, . ., .| 178 94| 104 | 9.9 | 122

10. Sundry Assets.

Kr. {o00,0c0's) 1929 | 1931 | 1932 | 1933 | 1934
Real estate . . . ., . 41| 36| 42| 451 4.3
Protested bills . . . .| 26| 21| 18| 1.5] 1.0
Branch accounts . . .| 31| 63| 11.9| 13.1 | 13.0
Otherassets. . . . . . 26,8 | 21.0 | 16.0 | 14.6 | 13.0

Total, 36.6 | 33.0| 33.9 | 33.7 | 31.3
13. Reserve Funds.

Kr. {000,000’s) 1929 | 1931 | 1932 | 1933 | 1934
Ordiné.ry reserve funds .| 57.x | 40.1 | 43.0 | 41.4 | 45.1
Other reserve funds . .| 9.5 | 11.2 | 10.3 | 129 | 13.4

Total, . . I 66.6 | 31.3 | 53.1 | 54.3 | 58.5

15. Cheques and Drafis in Circulation.

The sums given in this group of the Summary
Table consist of post bills and notified cheques.
[Continued at foot of page 147.
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Table 28 (a).

NORWAY. COMMERCIAL BANKS
SUMMARY OF POSITION AT THE END OF ;
1929 1931 1932 1933 1934
ACCOUNTS
Free Free Free Free Free
banks banks, Jbanks banks banks
Number of Bénks ................ 112 112 105 105 105
ASSETS. Kroner (000,000’s omitted)
1. Cash . . . . . .o v v e 56.5 45.3 53.7 47.2 54.0
(a) Gold, silver and small coins . . . . . . — — — — _—
(b) Inland notes and balances with Central
Bank . . . . . . . . o000 — - — — —
2. Other Items of a Cash Nature . . ., . . . . . 0.6 0.4 0.4 0.3 0.5
3. Bills discountedand bought. . . . . . . . .. 357.8 357.-2 343. 329.3 | 33I
(a) Treasury bills. . . . . . . .. .. .. — — C— — —
(b) Commercial bills, Inland. . . . . . . . 338.1 345.9 332.7 320.2 jz2z2.0
(c) Commercial bills, Foreign . . . . . . . 19.7 I1.3 11.0 9.1 9.8
4. Investments and Securities. . . . . . . . . . 285.9 248.6 232.0 223. 20I.3
(a) Government . . . . .. ... .. .. 84.1 72.2 63.9 63.9 52.3
(b) Other . . . . . . ... ... . ... 201.8 176.4 168.1 160.0 149.0
5. Participations . . . . . .. .. ... ... — — - — -
6. Due from Banks (Correspondents). . . . . . . 176.8 138.9°| 1585 137.8 179.2
(a) Athome. . . . . . . ... .. ... 93.1 81.4 106.0 83.8 97.2
(b) Abroad . . . . .. ... ... ... 83.7 57.5 52.5 54.0 82.0
7. Loansand Advances. . . . . . .. ... .. 754.7 755.4 708.2 696.6 686.9
(a) Oncurrentaccount . . . . . . . . .. '674.6 668.0 627.4 610.5 |. 597.9
{b) Other . . . . . . e e e e e e e e 8o.x 87.4 80.8 86.1 89.0
8. Cover for Acceptances. . . . . . . .. ... 17.8 9.4 10.4 9.9 12.2
9. Premises,etc. . . . . . . . ... ... .. 23.1 23.5 22.7 23.3 23.1
0, Sundry Assets . . . . . .. ... .. ... 36.6 33.0° 33.9 33.7 31.3
IT. Total Assets . . . . . ... ... ..... 1,709.8 | 1,611.7 | 1,563.5 | 1,502.0 | 1,520.3
_ LIABILITIES. .
12. Capitalpaidup. . . . . . . . ... .... 196.I | 1705 183.3 1819 | 180.0
I3. Reserve Funds . . . . . .. ... ..... 66.6 51.3 53.I 54-3 58.5
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 12.0 - c— — —
15. Cheques and Drafts, etc., in circulation 13.I 9.6 10.4 10.1 10.2
16. Due to Banks (Correspondents) . . . . . . . . 321.0 348. 399.9 |. 388.3 402.8
(a) Athome. . . . . . ... .. .... 263.3 306.2 348.8 330.7 | 338.0
() Abroad . . . . . . .. ... .... 57.7 42.1 51.T 57.6° 64.8
I7. Deposits . . . . . . . .. . . ... ... 1,058.2 993.7 883.2 | 836.6 839.6
(a) Current accounts and sight deposits . . . 124.1 112.7 99.5 82.6 99.0
(b) Savingsaccounts . . . . . ... .. '
(c) Time or fixed deposits. . . . . . . . . 894-4 | 8354 | 7521 718.9 | 699.9
(d) Otherdeposits . . . . .. ... ... 39.7 45.6 31.6 35.1 40.7
18. Rediscounts and Other Borrowings . . . . . . 9.8 15.7 10.0 9.0 9.7
19. Acceptances and Endorsements. . . . . . . « 17.0 Q.2 12.3 10.G 11.8
20. Sundry Liabilities. . . . . . . . e e e e e . x6.0 13.4 I1.3 10.9 7.7
21. Total Liabilities ., . . . . . ... .. ... 1,709.8 | 1,611.7 - 1,563.5 | 1,502.0 { 1,520.3
22. Value of currency in Swiss francs at the end
of each year. . . . . . .. .. ... .| 139 0.94 087 | 0.85 0.76
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NORWAY. COMMERCIAL BANKS Table 28 (b).
SUMMARY OF PROFIT-AND-LOSS ACCOUNTS
AND DISTRIBUTION OF PROFITS
FOR THE YEARS :
ACCOUNTS ‘1929 1931 1932 1933 1934
Free Free Free Free Free
banks banks banks banks banks
Numberof Banks. . . . . . . . e e e e n e II2 112 105 105 105
Kroner {00c,000’s omitted)
Capital paidup. . . . . . . . . . . . ... . . 1g6.1 170.5 183.3 | 181.9| 180.0
Reserves and Undivided Profits . . . . . . . . . 67.4 52.3 53.8 56.1 60.3
I. Gross Profits . . . . . . .. . o000 . 42.6 44.8 43.2 429 44.0
To be deducted :
2, Expenses. . . . . . . . i 00 e e e . 21.2 23.9 22.7 22.6 23.1
(a) Salaries,etc. . . . . . . . . . . ... £3.4 14.3 13.4 13.7 13.9
(b) Other working expenses . . . . . . .. 4.5 4.6 4-4 4.3 4.3
(c) Taxes,etc. . . . . . . . . . . . ... 3.3 5.0 4.9 4.6 4.9
3. Reserved for Pension Funds, etc. . . . . . . . — — - — -
4. Written off on (Depreciation Accounts for) . . . 8.8 63.8 12.5 14.2 11.6
(2) Premises,etc.. . . . . . . . . . . .. 0.7 - - — —
(b) Investments and securities. . . . . . . I.4 — — — —
(c) Otherassets . . . . . . . ... ... 6.7 — — - —_
5. Remaining Net Profit (4) or Loss (--). . . . . +12.6 | —429 +8.0 +6.1 | +93
6. Carried forward from preceding year. . . . . . 0.8 1.0 0.7 1.8 1.8
7. Taken from Reserves or Capital. . . . . . . . 3.6 22.9 0.5 2.2 0.6
8. Deficit left uncovered. . . . . . . . . . . . — 32.6 4.2 2.7 2.4
9. Total Amount disposed of for Dividends, etc.. . 17.0 13.6 134 12,8 14.1
10. CarriedtoReserves . . . . . . . . . . . .. 5.8 6.9 5.5 4.3 4-4
1r. Dividends . . . . . . . . . . . . . ... 10.I 6.0 6.1 6.7 7.5
12. Directors’ Fees,ete.. . . . . . . . . . . . . —_ — —_ —_ —_
13. Carried forward to following year. . . . . . . I.I 0.7 1.8 1.8 2.2
14. Totalasabove . . . . . .-. . . . ... .. 17.0 13.6 134 | - 128 14.1
15. Value of currency in Swiss francs at the end of
eachyear . . . . . ... ... .. ... I.39 0.04 0.87 0.85 0.76

16. Due to Banks (Correspondents).

The - amounts shown as due to banks at
home include indebtedness to the Central Bank.
(Rediscounts, under group 18 below, usually
constitute but a small part of that indebtedness.)
This can be isolated as follows. The mutual
indebtedness of the banks is eliminated by
subtracting 6 (a2) from 16 (a}. Of the balance,
part is due to the savings banks and part to the
Norges Bank. The net deposits of the savings
banks with commercial banks can be calculated

from the reports of the Bank Inspector (which,
however, cover only 819 of the total
balances of the savings banks). Deducting these
deposits from the difference between 16 {a) and
6 (a), one obtains a balance which represents
borrowings of the commercial banks from the
Norges Bank. Calculated in this way, these
borrowings, at the end of the years 1929 to 1934,
stood at about 50, 75, 150, 160, 180 and 170 million
kroner respectively ; the exact figures cannot be
arrived at owing to the incompleteness of the
savings banks’ statistics. -
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'I:he sums shown as due to banks abroad include 18. Rediscounts and Other Borrowings.

creditors in foreign currency as follows :

Kr. {000,000') 1929 | 1931 | 1932 | 17933 1934

Due to banks abroad. .| 41.3 | 17.3 | 15.0 | 14.4 | 1.9
Creditors in foreign cur-

rency. . . . . .. .| 16.4| 248 [ 361|432 | 52.9

Total. . . .| 57.7 | 42.x | sn.1 | §7.6 | 64.8

The greater part of sums due to creditors in
foreign currency represents balances received from
customers for deposit on exchange account with
foreign banks. These balances are included in the
assets under debtors in foreign currency (group 6),
and thus represent operations for third parties.

17. Deposits.

Savings accounts are not shown separately from
time deposits. Other deposits (group 17 (d)) are
shown in the statistics as “*Sundry creditors”.

NORWAY

Kr. (000,000's) 1929 | 1931 | 1932 | 1933 | 1934
Capital borrowings. . .| 5.0 ]| 5.0 5.0 5.0 5.0
Rediscounts : . R :

Athome . . . . . . 3.6 | 10.1 3.9 3.4 | 4.1
Abroad. . . . . . . 07| 05| 04| 04| 0.4
Acceptances for own
accoont . . . . . .| 0.5 0.1 071 o.2 0.2
Total, . . .| 98| 15.7 | 0.0 | 9.0 | 9.7
19. Acceptances and Reimbursement Credils.

Kr. (¢00,0007s) 1 1929 | 1931 | 1932 | 1933 | 1934
Acreptances. , . , . .| 10| 05| 06| 05| o4
Current reimbursements| 16,0 8.7 | 11.7 | 104 | 11.2

Total, . . .| 77.0] 9.2 | 12.3 | 10.0 | 11.6
20. Swundry Liabilities.

Kr. {000,000's) - 1929 | 19371 | x032 | 1933 | 1934
Mortgage debts . . . rz| o7 0ol 11| 10
Interestaccounts ., . .| 36| 44| 29} 26| 2.4
Branch accounts . .- 1.6 46| 03| 44| 27
Otheraccounts . . . .| 93| 37| 72| 28| 2.2

Total. . . .l 160 | 13.4 | 11.3 | 10,0 | 7.7

Summary of Profit-and-Loss Accounts.

I. Gross Profits.

" According to details given in the official statistics,
75 to 809% of gross profits is derived from
net interest on loans and discounts, the remainder
from commissions, securities, foreign exchange, etc.

2. Expenses.

‘The sums shown under the heading * Sala-
ties, etc.” include directors’ fees, which are not
shown separately in the statistics.
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PARAGUAY.

Banking operations in Paraguay are performed
to-day ! by three types of credit institutions : the
Oficina de Cambios, agricultural and mortgage
banks, and commercial banks. The Oficina de
Cambios is a Government institution performing
both central and commercial banking operations.
It was established in 1916 for the purpose of
regulating the exchange value of the Paraguayan
paper peso. * It took over certain central banking
functions exercised until its establishment by the
Banco de la Repiiblica, and in particular the
note issue, the right to act as Government banker,
and the privilege of receiving on deposit the funds
of the municipalities and the Banco Agricola
del Paraguay. With the establishment of a
Paraguayan Exchange Control Commission in
June.xg32, the activities of the Oficina de Cambios
were extended to the control of imports and
exports. In the early part of 1933, the Oficina
de Cambios was empowered by law to undertake
commercial banking transactions such as receiving
deposits, discounting bills and making advances.
The Banco Agricola del Paraguay is also a Govern-
ment institution. It was founded in 1887 with
the object of financing and supervising agricultural
production and export. This bank has played an
important réle in the development of agriculture
in Paraguay. It has also sponsored various con-
structional works of a public or municipal character.

Of the joint-stock banks operating in Paraguay,
two — the Banco el Hogar Argentino and
the Bance Constructor del Paraguay — are
preponderantly mortgage institutions. Though the
other banks are interested in real estate, their
activities' are confined principally to commercial
banking. The most important of these banks — the
Banco de la Repiiblica, the Banco de Londres y
America del Sud, and the Banco de Ia America del
Sud — are essentially foreign banks. The latter,
two are affiliates of important institutions — British
and German respectively — which have branches
throughout South America. The Banco de la
Repiiblica was created in 1908 by the Government

with the assistance of the Banco Francés del Rio
de la Plata. Until 1916, it performed the central
banking functions now exercised by the Oficina
de Cambios. It continued to perform certain
operations for the Government until 1930.

- The following table is a summary of the accounts
of the private banks at the end of 1931, 1932 and
1933, as given in the official Boletin Trimesiral de
Estatistica: 3

1931 1932 1933
Paper Gold Paper Gold Paper Gold

Paraguayan pesos (000,000's)

ASSETS.
r.Cash., . . ... .. 04. 20 05 250 02 717 OI
2, Balances with banks . . . . . 242 06 176 05 344 G2
3. Discounts . . ., .. ..., . 166 0.6 136 09 122 0.7
4. Current-account creditors . . . 31.6 0.6 40.6 0.5 468 o.3
5. Mortgageloans . . . . . . . — 07 — oy — ob
6. Otherloans. . . . .+ « . . . 6.2 0.4 6.1 0.4 6.5 o4
7. Otherassets . . . . . .. .. 510 29 395 2.9 29.3 2.7

LIABILITIES,
8. Capital . . . ... ... .., 1.0 0.9 1.0 09 1.0 09
9. Reserves, ete. . . . . . PP ob — 0.5 — —_— —_
0. Deposits . . . . ... ... 1198 1.9 1027 1% 1563 o8
Of which—

{a) On current account. . (78.3) {0.8} (73.1) {0.7) (123.7) (o)
(b} Savings deposits . . . (34.2) {0.7) (23.1) (0.3) (24.4) (0.3)
(c) Fixeddeposits. . . . (7.1) (04) (6.5) (0.3) (8.2) {0.2)
tr. Other liabilities , . . . . , . 484 33 382 40 456 13
Toial balance-sheet. . 169.8 6.5 142.4 6.4 2030 3.0

No details are available with regard to the
number of institutions covered by the above table.
The accounts of the two Government institutions
— the Oficina de Cambios and the Banco Agricola
del Paraguay — are, however, excluded. The banks
keep two separate accounts, one in Paraguayan
gold pesos and one in Paraguayan paper pesos.
The fall in deposits during 1932 is due to heavy
withdrawals at the beginning of the war with
Bolivia, and the subsequent increase in paper peso
deposits reflects the increase in the means of
payment. Deposits in paper pesos at the end of
September 1934 amounted to 201 million pesos, as
compared with 174 and g2 millions at the end of
September 1933 and 1932 respectively.

1 For a detailed historical account of the development of banking in Paraguay, see ‘La Materia bancaria en e
Paraguay ", by C. AcosTa, in the Revista de Derecho y Ciencias Sociales (Asuncion}), October 1928.
3 The unit of account is both the Paragnayan gold and paper peso. The gold peso is used in official statistics and

in certain banking transactions, and has the theoretical par value of the Argentine gold peso — d.e., 1.6129 grammes
of goofroco fine gold and equivalent to 0.6648 U.S. gold dollar. The circulating.medium, howev?r, consists gf
Paraguayan peso notes and coins issued by the Government and the Oficina de Cambios. The Argentine currency is
recognised as legal tender and is used in certain commercial transactions. The exchange value of the Paraguayan
paper peso fluctuated freely until 1923, when it was officially pegged to .the Argentine gold peso at the rate'oi
42.61 Paraguayan paper pesos, or 18.75 Paraguayan paper pesos to I Argentine paper peso. The Oficina de Cambios
has tried since that date to maintain this ratio by the purchase and sale of Argentine pesos, A severe exchange
control was established in June 1932. ) .

2 This publication arrives with a delay of about a year, and the most recent issue at h_and at _the time of writing,
November 1935, relates to the second quarter of 1934. It has therefore not been possible to include more recent
figures than those for the end of 1933.
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PERU.

The heavy Government borrowing on account 9f
the conflict with Colombia concerning the Leticia
territory and the consequent uncertainty relating
to the future of the sol which had characterised
the banking situation in Peru during 1933/34 came
to end with the definite settlement of the dispute
in May 1934. The exchange rate of the sol became
steadier and repatriations of capital occurred.
Foreign trade continued to improve, the total value
of imports and exports increasing from 360 million
sols in 1933 to 470 in 1934, and from 206 million
sols in the first six months of 1934 to 211 millions
in the first six monthsof 1935. Bank clearings
rose from a monthly average of 37 million sols in
1933 to 44 millions in 1934, and from a monthly
average of 39 millions in the first six months of
1934 to 44 millions in the first half of 1935.

The improvement in the monetary and banking
situation which followed the settlement of the
Leticia dispute may be seen from the following
table, which summarises the principal accounts of
the Banco Central de Reserva and -of the nine
leading commercial banks of Peru from the end of

1933 to June 1935 :

Sels {coo,000')

Dec.
1933

June Dec. June
1934 1934 1935
A. Banco Ceniral de Reserva.

1, Gold at homeand abroad . . . 43 39 42 42

2. Treasury bills*. . . . . . .. 14 19 26 28
3. Government Debt for National

Defence, . . . . . . ... 27 34 34 33
4. Note circulation , . . . . . . 67 67 74 74
§. Other sight liabilities. . . . . 20 25 28 28

B. Money in Circulation.

1. Total notes and coins, . . . . 110 11§ 126 127
Thereofinthe handsof the public (76) (79) (83) (86)
C. Commercial Banks.
.Cash. ... ........ 34 33 38 38
2. Treasury bills in legal cash
TESEIVE . , . . . . v . . . 18 34 26 23
3. Other bill portfolio ., . . . . . 36 46 47 57 .
Of which — Foreign Bills. . . . (5) (x4) (11) (14)
4. Due from banks abroad. . . . 12 1x 13 13
5. Loans and advances . . , . | 59 68 72 83
6.Deposits . . . . ... ... 127 I55 164 174
Of which — In foreign currency, (20) (26) (28) (=6)

* Rediscounted with the Banco Central by the
Commercial Banks, cf. Commercial Banks 1929-1934, p. 182.

The Government’s floating debt to the banks
(items A 2 and 3 and C 2 above), which reached a
total of 88 million sols at the end of May 1934, had
declinf:d to 84 millions by June 1935, when a
commission for its consolidation was set up. In
the twelve months ended June 3oth, 1935, deposits

increased by 19 million sols. This increase in the
resources of the commercial banks was accompanied
by an increase of 15 millions in loans and advances,
mainly due to loans on current account in Peruvian
currency. An expansion of 11 millions in the inland
commercial bill portfolic was offset in the balance-
sheets by an equal decline in the Treasury bill
portfolio, a substantial part of which was
rediscounted with the Banco Central (¢f. item A
2 above). Cash reserves (excluding Treasury
bills) and balances abroad increased by 5 and 2
million sols respectively. The foreign exchange
net position of the banks improved considerably
in the course of 1934/35 ; at the end of 1934, there
was an excess of 6.3 million sols of assets over
total liabilities on account of correspondents
abroad, as against am excess of 2.3 million at the
end of 1933 ; at the end of June 1935 there was an
excess of assets of 6.3 millions, as against a net
balance of liabilities of 3.7 millions on foreign
correspondents’ accounts at the end of the first
half of 1934.

Despite the increase in the commercial earning
assets of the banks, their ordinary cash reserves
replenished by the re-discounting of Treasury bills
referred to above remain very high ; at the end of
June 1935, the ratio of ordinary cash reserves to
total deposits was 21.8%,. Inclusive of the special
Treasury bills which the banks are allowed to
count as part of their legal cash reserves, this
ratio was 35%. To remedy this situation, a
revision of the Banking Law of 1931 was effected
in March 1935. The new law, No. 8050, provides,
inter alia, for an extension in the nature and ektent
of securities which the banks may purchase, a
reduction in legal cash reserve requirements, the
development of branch banking through a reduction
in legal requirements for capital and reserves, and
for the acceptance of savings banks deposits on
the part of the commercial banks. o

The Industrial Bank of Peru, established in
January 1933, did not begin its operations till the
second half of 1935. That part of the capital of
the bank which is being formed by a special 1%
ad valorem tax on imports amounted to I.4 million
sols at the end of 1934. Another bank, the Banco
Minero del Peru, is to be established in the course
of 1935 with the object of exploiting directly and
indirectly the mineral resources of the country.
It is to have a capital of 50 million sols, of which
the State is to subscribe 30 millions by a levy of
2% ad valorem on all mineral exports and by
contributing half of its royalties on mines.

The rapid rise in the price of silver at the end
of April 1935 led to the disappearance from circula-
tion of silver coins of 1 sol and 50 centavos of
500/1,000 fineness and estimated to have amounted
to 18-20 million sols. To meet this situation, the
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PERU. COMMERCIAL BANKS Table 29 (a).
SUMMARY OF POSITION
AT THE END OF :
ACCOUNTS

1931 1932 1933 1934

Numberofbanks. . . . . . . . . . « . ¢ « . . II | 9 | 9 9
ASSETS Sols (000,000's)
.Cash . . . ... oo oo n Ll oL 17.4 17.8 34-4 37.7
(a) Gold, silver and small coins . . . . . . 4.1 4.6 2.0 2.0
{b) Bank-notes, State notes and balances

with Central Bank . . . . . .. .. 3.3 13.2 32.4 35.7
2. Other Items of a Cash Nature . . . . . . . . 0.4 04 |- 0.2 0.4
3. Bills discounted and bought . . . . . . . . . 38.0 52.6 35.5 47.2
(a) Treasury bills . . . . . . ... ... 4.6 4.8 0.9 0.4
(b) Commercial bills, Inland. . . . . . . . 29.6 27.6 30.1 36.2
- (¢) Commercial bills, Foreign . . ... . . . 3.8 20.2 4.5 10.6
4. Investments and Securities. . . . . ... . . .| I7.3 17.9 17.5 17.8
(¢) Government . . . . ... .. ... . 1.5 3.4 3.3 3.8
(b) Other . . . . . . . . .. ... ... 15.8 14.5 14.2 14.0

5. Participations . . . . . . .. .. .. .. — - — -
6. Due from Banks (Correspondents) ....... 14.1 9.7 12.2 13.9
() Athome. . . . .. . . . ... ... . 1.4 0.1 0.7 0.8
(b) Abroad . . . . . . . ... 0. 12.7 9.6 11.5 13.1
7. Loans and Advances . . . . . .. ... .. 80.2 81.7 59.2 72.1
(a) On currentaccount . . . . . . . . .. 57-4 57.9 42.6 56.7
(b) Others. . . . . . .. .. ... ... 22.8 23.8 16.6 15.4

-8. Cover for Acceptances. . . . . . ... ... — — — -
g. Premises, etc. . . . . . . . . . . ... 5.8 4.5 4.9 5.1
10. Sundry Assets . . . . . .. . - 0. L. . 17.5 23.3 33.5 67.4
II. Total Assets . . . . . . . . . . . « .« . '190.7 2079 2154 287.6

- LIABILITIES. .

12. Capital paiduwp. . . . . . . . . .. .. .. - 26.5 25.9 25.9 25.9
13. Reserve Funds . . . . . . . .. ... ... 13.8 13.0 13.3 14.2
14. Profit-and-Loss Accounts, Dividend Accounts etc. 1.7 1.3 1.9 1.9

15. Cheques and Drafts, etc., in circulation . . . . — — - —
16. Due to Banks (Correspondents) e e e e e e e 19.4 23.7 9.3 6.8
(a) Athome. . . . . . . ... ... .. 0.2 " 0.8 — 2.7
(b) Abroad . . . . . . . . ... ... 19.2 22.9 9.3 4.1
17. Deposits. . . . . . @ e e e e e e e e e e 103.4 102.6 127.4 163.7
(a) Current accounts and sight deposits . 50.5 53.8 70.4 97.7
(b) Savingsaccounts . . . . . . . . ... 18.3 20.1 26.4 32.9
(¢) Time or fixed deposits. . . . . . . . 34.3 28.5° | 30.5 '32.9
(d) Other deposits . . . . . . . ... .. 0.3 0.2 o.1 0.2
18. Rediscounts and other Borrowings . . . . . . 6.5 17.4 3.2 6.3

19. Acceptances and Endorsements. . . . . . . . - 1 - — -
20. Sundry Liabilities. . . . . . . . . . . . S 19.4 24.0 34.4 68.8
21, Total Liabilities. . . . . . . . . . . « + . . 190.7 2079 | 2154 287.6

22. Value of currency in Swiss francs at the end

ofeachyear . . . . . . .« .0t . I1.43 | 0.90 0.73 0.73
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. Government decreed an embargo on silyer exports
and authorised the Banco Central to issue notes
of 50 centavos pending the coinage of brass and

nickel pieces of small denominations. Dealings -

in foreign exchange, however, have continued to
be free of any restrictions, and the discount on the
sol has, since June 1934, settled around 50%, of the
gold parity adopted in April 1931.

Balance-sheet Summary.

1. Cash.
Sols (o00,000's) 1931 1932 1933 1934
Gold . . . .. .. ... 2.9 3.8 1.5 1.3
Silver, nickel, etc. . . . .| L2 0.8 0.5 0.7
Total1 fa} . .| 4.2 4.6 zo0 | 2.0
Notes. . . . . . . « « . 7.0 8.0 12,0 | 13.4
Balances with Central Bank| 6.3 5.2 | 20.4 | 22.3
Total 1 (b) . .| 13.3 | 132 | 324 | 357

2. Other Items of a Cash Nature.
This item consists of foreign notes and coins
as well as small balances due from other banks.

3. Bills discounted and bought.

Sols {000,000's) 1931 1932 1933 | 1934
Treasury Bills :
Discounted ., . . . . . 4.6 4.8 0.9 0.4
Rediscounted ., , . . . . 6.1 — -
Inlands Bills :
Discounted . . . . . . 29.6 | 27.6 | 30.1 | 36.2
Rediscounted . . ., . . 6.5 0.3 - -
Foreign Bills :
Discounted . . . . . .| 3.3 | 201 4.2 | 10.4
Bought, ., . ... .. 0.5 0.1 0.3 0.2
Rediscounted . . . . . - 11O 3.2 6.3
Discounts « .| 38.0{ 526 | 35.5 | 47.2
Total { Rediscounts ., . .| 6.5 | 17.4 3.2 6.3-
Net bill portfolio 3.5 | 35.2 | 32.3 | 409

Treasury bills, as shown above, do not include
the special issues of 1933, amounting to 18 and
26 million sols at the end of 1933 and 1934
respectively. S

4. Investments and Securities.

Thg.sums shown under (@) include municipal
securities ; the composition of (b) is given below :

Sols (c0o0,000's) 1931 1932 1933 | 1934
{b) Other loans =
In Peruvian currency :
Against collateral 7-3 6.4 5.8 6.3
Without collateral -.| 0.9 5 4 1.6 0.7
To Government. . .| 4.5 3.6 1.0 0.9
In foreign currency :
Against collateral . .| 1.5 1.6 1.6 0.8
Without collateral .| 1.6 0.3 — 0.3
To Government. . . — 1.0 0.6 0.5
Certificates of deposit .| 0.2 0.2 0.2 0.9
Otherloans . . . . . 6.8 9.6 5.8 4.8
Total, ., . . . 22.8 | 23.8 | 166 | 15.4
Grand total . .| 8o.2 817 59.2 72.1
10. Sundry Assels. -

Sols {000,000's) 193t 1932 | 1933 1034
Branch accounts . . . . . 0.4 0.3 0.3 0.9
Exchange operations . . .| 10.7 | 5.5 '] 24.0 | 53.7
Profit-and-loss account . .| — 0.1 — —
Other accounts, . . . . . 6.4 7.4 9.2 | 12.8

Total, . ., . . 17.5 | 23.3 | 33.5 | 67.4
18. Rediscounts.
Excluding special Treasury bills of .1933

rediscounted with Banco Central amounting to
14 and 26 million sols at the end of 1933 and 1934
respectively.

20. Sundry Liabilities.

Sols (o0oo,000's) 1931 1932 1933 1934
Branchaccounts . . . . . 0.8 — 0.5 0.7
Mortgage departments . 0.6 0.4 — —
Exchange operations . . .[ 10.1 5.4 | 23.9 | 53.9
Otheraccounts . . . . .| 7.0 8.2 10.0 | 14.2

Total. . . . .| 19.4 | 24.0 | 34.4 | 68.8

Sols (000,000’s) 1931 [ 1932 | 1 .
pTPSSrE— 933 | 1934 Profit-and-Loss Aeccounts. .
res of Cen nk..... 78] 1 I. 1.8 - :
Other shares. o o 06 Iz_g u‘g fao The following statement of the banks’ profit-
Ss;.zuriﬁes in]savings department .| 43| — | — | —  and-loss accounts is available for the second half
urities pledged with Banking of 1932, 1933 and for 1 '
Superintendent . . . .., . .| 01| 02| 02| 0.2 932, 7933 94— -
Total. . . . ... .|158] 145|142 140 Sols (000,000's) 1932 933 1934
: Income . . . . ., 9.6 9.0 .9
7. Loans and Advances. Interest | OQutlay . . . . . . 4.3 4.2 2-3
Sols (000,000's) 1931 | 1932 | 1933 | 1934 Net inconie s 5-3 4.8 5-1
: ncome , .| 3.2 - 4.2 3.8
(a) i)n current account : Commissions, etc. { Outlay ., .| 2.2 Ly 1.9
n Peruvian currency : ’ ot - - T o
Against collateral . .| 26.5 | 18.7 | 23.0 | 27.4 Net income >0 23 12
Without collateral 15.2 [ 14.5 | 1L7 | 2L5 Gross profits . . . . . . .. 6.3 7-3 7.0
In fore'ign currency : ) Salaries, ete. . I 2
agamst collateral . .| 13.6 | 17.9 4.8 5.0 Taxes . e ...... 3.3 g; g;
lth(;.lt collateral 2.1 6.8 3.1 2.8 Written-off assets , , . . . . 4 .8 1.0
otal. . . . 574 | 579 | 42.6 | 56.7 Netprofits. . . ., .. .. 1.5 2.2 2.5
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POLAND.

For the first time since 1930, aggregate deposits
with the Polish commercial banks increased in
1934 and 1935. As will be seen from the following
summary of the banks’ principal accounts, the rise
in deposits was concentrated on time and savings
deposits in 1934 and on current account and sight
deposits in 1935.

End of : Dec. Sept. Dec. Sept.

1933 1934 1934 1935
Zloty (000,000's)
Cashassets. . . . . . . .. 70 37 71 43
Discounts . . . . . . . .. 367 342 337 336
Securities . . . . . . . .. g1 131 122 162
Current account loans . . . . 448 425 431 408
Otherloans. . . . . . . . . 189 =21z 216 2:18%
Deposits . - . . . . . . .. 572 596 596 635
Of which—
Current account and sight. 313 312 315 349
Time and savings deposits. 259 284 281 286
........ 193 I17I- 173 177

Rediscounts

3 Tune 3oth, 1935.

As loans and discounts continued to fall, the

expansion of deposits resulted in a slight increase
in cash assets, a reduction of rediscount liabilities
and a marked rise in security holdings.

The decline in commercial bank loans during
1935 was largely due to off-writings, in May and
September, in connection with the balance-sheet
reconstructions 1 of the two largest commercial
banks — viz. : the Commerce Bank of Warsaw
and. the Co-operative Bank of Poznah (the latter
representing the central bank of the co-operative
- societies of Western Poland) — which, at the end of
1934, accounted for balance-sheet totals of over
150 million zloty each.

The movement of deposits in the main groups of
Polish credit institutions in 1934 and the first half
of 1935 is shown below :

End of :

Dec. ‘June Dec. June
1933 1934 1934 1935

Deposits in: Zloty (oco,000's)
Joint-stock banks . . . . . . §72 572 596 617
Statebanks . . . . . . . . 332 378 424 376
Postal Savings Bank . . . . 713 748 858 877
Communal savings banks. . . 612 631 663 714
Co-operative credit scocieties . 286 263 275 262
Total . . . . 2,515 2,592 2,816 2,840

Joint-stock banks— percentage :

oftetal ., . .. . .« .. 23 22 21 22

Deposits with the State Banks (4.e., the National
Economic Bank and the State Land Bank), after
a sharp increase in 1934, declined in the first
six months of 1935. They do not include State
deposits and Treasury funds administered by these
banks, which fell from 697 to 628 millions in 1934,
but rose to 659 millions at the middle of 193s.
The discounts and loans (in cash) of these two
banks — whose combined balance-sheet total
(3,006 million zloty at the end of 1934) far exceeds
that of the joint-stock banks — rose from 1,8xr

~millions at the end of 1933 to 1,869 a year later, and

to 2,189 millions at the end of June 1935. Their
loans granted in the form of their own mortgage
and other bonds declined, however, from 1,106 to
1,046 millions in the eighteen months ended June
goth, 1935. The chief buyer of these bonds
appears to be the Postal Savings Bank ; of its
security portfolio, amounting to 615 millions at the
end of 1934 (as against 485 millions a year earlier),
57 % represented bonds of the State Banks, the
remainder consisting mainly of Government
securities.

Important measures were taken by the State in
1934 and 1935 to alleviate the burden of agricultural
indebtedness. By a Decree of October 1st, 1935,
a moratorium, extending to January 1st, 1938,
was declared on amortisation payments on all
agricultural debts contracted before July 1932.
Interest charges were reduced in 1934/35 by
conversions, compulsory for certain classes of
debt. In the case of commercial bank loans,
conversion was to a large extent effected by the
transfer of the banks’ agricultural assets to the
Acceptance Bank 2 in exchange for acceptances
bearing a lower rate of interest, but eligible for
rediscount at the Bank of Poland. 2

With a view chiefly to stimulating the market
for agricultural bonds, the statutes of the Bank of
Poland were modified in February 1935 so as to
allow it to purchase securities up to 150 million
zloty, instead of only 109 of its share capital and
reserve fund (or about 25 millions) as formerly.
Accordingly, the security holdings of the Bank rose
steadily from 11 millions at the end of 1934 to
50 millions at the end of September 1935.

By a Law of March 18th, 1935, the maximum
issue of Treasury bills was raised from 200 million

1 The Commerce Bani, besides appropriating 3 millions from reserves and z million zloty from current profits, wrote
down its share capital from 30 to 15 millions, and issued new shares to an amount of 10 million zioty, of which 2.5
millions were used in exchange fcr the shares of the Anglo-Polish Bank ; the latter was amalgamateq with the CQH}merce
Bank. The Poznah Co-operative Bank reduced its share capital from 20 to 5 million ztoty, and issued 15 millions of

new shares, which were taken over mainly by the State banks. . o ) )
* Though the Acceptance Bank, set up in 1933, isa State instittion, it is included — since the early part of 1934 —

in the statistics relating to the joint-stock commercial banks. er
Its balance-sheet total at the end of 1934 was 154 million zioty.

100 million zloty.
7.5 to 20 millions at the beginning of 1933. -

In October 1924, it was authorised to issue bonds up to
Its share capital was raised from

* 37 he banks’ rediscounts of these acceptances rose steadily from 10 million zloty to 37 rr_nillions in the eighteen months
ended June 3oth, 1935, while their rediscounts of commercial bills fell from 183 to 140 millions.

31
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to 300 million zloty. The amount of Treasury
bills held by the Bank of Poland increased to
59 millions at the end of September 1935, as
compared with 18 millions at the same date in
1934
The other principal accounts of the Bank of
Poland in 1934/35, along with coins and total
currency in circulation, are shown below :

End of : Dec. Sept. Dec. Sept.
1933 1934 1934 1935

Zloty {000,000"s)

Bank of Poland.

Gold. . ... ..oo.on 476 495 503 467
Foreign exchange . . . . . . 83 38 28 27
Loans and discounts . . ., . . 767 718 708 739
Sight deposit liabilities, . . . 262 220 241 I58
Note circulation, . ., . . . . 1,004 975 -9Br 98I
Coins in circulation . . . . . 342 380 384 406
Total currency circulation. 1,346 1,355 1,365 1,387

As a result largely of the increased issue of coins
by the Treasury, the total currency circulation

shows .a moderate but steady expansion during
the period reviewed.

The fall in prices, which continued in 1934,
was arrested in the early part of 1935 and was even
succeeded by a distinctly upward tendency. The
export surplus fell off sharply to 47 million zloty
in the first nine months of 1935 as compared with
121 millions in the corresponding period in I934.
The fall in the gold and foreign exchange reserve

" of the Bank of Poland from 564 millions at the end

of 1933 to 494 millions at the end of September
1935 would probably have been still greater had
not considerable internal hoards of gold and -
particularly of United States dollar notes, which
before the devaluation of the dollar circulated
extensively in Poland, found their way to the
central bank. The net foreign short-term liabilities
of all other banks combined rose from 154 million
zloty at the end of 1933 to 172 millions at the end -
of 1934, and stood at 136 millions on June 3oth,
1935, as compared with, 125 millions at the same
date in 1934. ’

Balance-sheet Summary.

1 and 2. Cash Assels. 7 )
Item 2 represents foreign currency holdings.

3. Discounts.

Ztoty (000,000’s) 1929 | 1931 | 1932 | 1933 | 1934 -

Interest and commis-
135 | 94 6o | 47 | 48

'Net figures excluding rediscounts are given EXpenditure. .. . .. 105 | 84 | 63| 52 | 47
below : . Balance., . .| 30 | 10 I —3 | —s5 I
Zloty looo,000's 2 :
y } | 1929 [ Tos1) 1932 | 1933 | 1034 16 Due fo Banks (Correspondents).
Total discounts . . . .| 935 | 528 | 407 367 | 337
Less rediscounts. . . .| 353 | 268 | 204 | 183 | 141 Ztoty (000,000's) 1929 [ 1931 § 1932 ; 1933 | 1934
Net portfolio . . . . . 582 | 260 | 203 | 184 | 196 Due to banks : i
. Loro. . .| 53| 35| 38 [ 33 1
6. Due from Banks (Correspondents). Athome. § nostro. .| 49 29 | 50| 45 36
Zloty {090,000') Ab . Lero. . .| 83 59 36 27 29
o s 19%9 | 1931 | 1932 [ 1933 | 1934 oroad . § Nostro, .| 378 | 221 | 183 | 152 | 138
Due from banks : Total , . JLO™. . -[ 136 | 94 | 74| 60 | Go
At home, Loro., . .| 17 18 20 17 15 Nostro, .| 427 | 250 | 233 | %97 | 184
Nostro, .| 29 27 22 28 23
Abroad 3 Loro. . .| 10 | 9 100 | 10 4 17. Deposils,
Nostro. .| 66 | 54 | G0 | 38 | a1 7Item1; i
o1 . {Loro. - |27 |27 [ 30 |27 9 a) is composed as follows :
Nostro., .| 93 8r 82 66 54 : ¥ '
Ztoty (000.000's) 1929 | 1931 | 1932 | 1933 | 1934
7. Loans and Advances. Sight deposits. , , . . 259 | 166 | 147 | 137 | 157
The composition of () is as follows : Current accounts . 277 | 209 | 175 | 176 | 158
- Total fa). . . . 6 '
Zloty (000.000's) 1929 | 1931 | 1032 | 1933 | 1934 (a) 53 375 | 322 | 313 | 31§
Time loans . . 46 5 1 ;
..... 7| 6 6 18. Rediscount
Mortgageloans . . . .| 142 | 159 15:. rz; Ii; s and Other Borrowmgs.
Total fb). . . .[ 188 | 216 | 221 | 189 | 216 Zloty {000,000's) 1929 | 1931 | Y932 | 1933.| 1934
14. Profit-and-Loss Accounts. Bigstrlfgﬁi"““md:
o LEmS g Athome . . ..., . 20z | 2 8 8
The dlﬁergnce, shown below, between working Abroad. . . . ... g: ii I96 185 IGZ
expenses and earnings (interest and commissi T
] _ SSIONS otal, . , , . . 353 | 268 | 20
only), included in the Summary Table under Mo¥62ge and  other 4 | 193 | 173
sundry assets and liabilities respectively, constitutes bonds issued. . . . .| 142 { 150 | ¥57 | 125 | 118
a rough measure of profits : ) Grand total, . .| 495 | 427 | 361 | 318 | 201




I35

POLAND. COMMERCIAL BANKS Table 30 (a).
SUMMARY OF POSITION AT THE END.OF :
ACCOUNTS
1929 1931, 1632 _1933 1934
Number of Banks. . . . . . . . Y e e e e e 63 64 60 54 51
ASSETS. Zioty (o0o0,000's omitted)
I.Cash , . . . . . . . .00 e 0l 106 76 66 62
{a) Gold, silver and smallcoins . . . . . . — — - —
(b) Inland notes and balances with Central 71
Bank . . . ... ... .00 0. — — -— —
2. Other Items of a. Cash Nature . . . . . . . . 28 14 12 8
- 3. Bills discounted and bought . . . . . . . .. 935 528 407 367 337
" fa) Treasury bills . . . . . . . .. ... — — — — -
(b) Commercial bills, Inland. . . . . . . . — — - - —
{c) Commercial bills, Foreign . . . . . . . - — - - -
4. Investments and Securities. . . . . . . . . .
(5) Ommer b m | e es | er | xa
5. Participations . . . . . . ... ... ...
6. Due from Banks (Correspondents). . . . . . . 122 108 112 03 73
(a) Athome. . . . . . .. ... .... 46 45 43 45 38
(b) Abroad . . . . . . ... ... ... 76 63 69 48 35
7. Loansand Advances. . . . . . . .. .. .. 1,002 872 754 637 647
(a) On-current account . . . . . . . . .. 904 656 533 448 431
(b) Other loans and advances . . . . . . . 188 216 221 189 216
8. Cover for Acceptances. . . . . . . . . . . . —_ - - — —
9. Premises,etc. . .". . . . . ... .. .. .. 134 126 122 102 98
10. Sundry Assets . . . . . . . . . .. 0 ... 449 430 405 395 582
II. Total Assets . . . . . . . . . . .. . ... 2,978 2,252 1,971 1,755 1,930
L1ABILITIES.
12, Capitalpaidup. . . . . . . . .. . .. .. 239 250 243 216 218
3. Reserve Funds . . . . . . . ., . . .. ... 66 72 68 62 63
14. Profit-and-Loss Accounts, Dividend Accounts,etc. — — — - —
15. Cheques and Drafts, etc., in circulation . . . . — —_ — - —
16. Due to Banks (Correspondents} . . . . . . . . 563 344 307 257 244
(e) Athome. . . . . . . .. ... ... 102 64 88 78 77
(b) Abroad . . . . ... . ... .... 461 280 219 179 167
17. Deposits. . . . . . . . . ... ... 1,090 730 646 572 596
: (2) Current accounts and sight deposits . . . 536 375 322 313 315
(b} Savingsaccounts . . . . . . . . . .. 141 87 78 72 8o
(c) Time or fixed deposits. . . . . . . . . 413 268 246 187 201
. (d) Otherdeposits . . . . . .. . — — — - -
18. Rediscounts and Other Borrowings . . . . . . 495 427 361 318 291
19. Acceptances and Endorsements. . . . . . . . — - — - —
20. Sundry Liabilities. . . . . . ... .. ... 525 429 346 330 518
21. Total Liabilities. . . . . . . . e e .. .| 2078 | 2252 | 1,971 | 1,755 | 1,930
22, Value of currency in Swiss francs at the end of
eachyear. . . . . + « 4 « v + ¢ o v o o & 0.58 0.58 0.58 0.58 0.58
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PORTUGAL.

The continued improvement of the banking
position in Portugal during 1934/35 is b.rou_ght
out by the following summary of the principal
accounts of the Bank of Portugal and the
commercial banks, and of aggregate deposits with
the Caixa Geral de Depésitos and the savings
banks : ‘

End of : Dec. June Dec. June
1933 1934 1934 1935
Bank of Portugal. Escudos {000,000%)
Gold . ......... 770 893 903 909
Foreign exchange. . ., . . 327 350 450 439
Bill portiolio. . . . . . . 332 314 317 313
Note circulation . ., . . . 1,080 1,932 2,137 2,020
Treasury deposits. . . . . 180 255 322 445
Bankers’ deposits . . . . . 305 48z 398 397
Deposits with ;
1. Commercial Banks . . . . 732 721 805 769
Of which—
Sight deposits . . . . (521) (518) (585) {569)
Time deposits . (211) (203) (220) (200)
2. Caixa Geral de Dep6sitos . 1,929 2,135 2,113 2,206
3. SavingsBanks . , . ., . . 935 0924 @980 937
Commercial Bank Assels,
Cash . .. ... .. .. 170 163 195 153
Inmland bills . . . . . . 374 433 484 499

The increase in deposits with commercial banks
in 1934 was almost entirely due to the expansion
of sight deposits, which is reflected in a rise of the
clearing turnover from 6,685 million escudos in
1933 to 7,405 millions in 1934. In spite of a

marked rise in discounts, the commercial banks’

cash reserves increased appreciably during the year.
The bill portfolio of the Bank of Portugal showed
a slight downward tendency ; the Bank’s discount
rate, which had been 5} 9% since December rxth,

1933, was lowered to 5% on December 13th, 1934.

The increasing liquidity of the banking system in
1934 appears to have been partly due to ‘the
continued redemption of the floating debt of the
State, which, in fact, was completely liquidated in
the course of the year. After the extinction of the
floating debt, however, it was the further
improvement, of the Treasury position and the
consequent remarkable growth of State deposits
at the central bank which seems to have been
partly responsible for the considerably heavier
decrease in the note circulation and in commercial
banks’ cash assets and deposit liabilities in the first
half of 1935 than in the corresponding period of
1934. Another factor accounting for the rise in
banking liquidity in 1934 was the substantial
increase of the gold stock (entered at the official
parity established in 1931) and the exchange
reserve of the Bank of Portugal. In the first half
of 1935, however, a slight decrease in foreign
assets may have contributed to the relative
contraction of commercial-bank - deposits noted
above,

The exchange restrictions in force, dating in
some cases as far back as 1914, are of little
significance for commodity trade and are mainly
designed to check abnormal exports of capital.
Export of foreign exchange up to an amount
of £100 or its equivalent in other currencies requires
no permit ; in June 1934, this limit was also
established for tourist purposes, where the iree
quota had previously been £10.

The currency continues to be pegged to sterling
at the rate of 110 escudos to the pound.

Balance-sheef Summary.

1 and 2. Cash and Other Items of a Cash Nature ;
3 and 7. Btlls, Loans and Advances.

Escudos (o00,c00's} 1929 | 193I 1932 | 1933
Cashinhand . . . . . . 8o 126 77 77
Deposits in other banks. .| 82 82 89 92
Foreign notesand coin . .| — 2 2 I

Total (rand 2) .| 162 210 168 170
Bills discounted . . . . ., 470 | 292 323 | 358
Bills receivable. . . ., . . 95 16 10 16
Total (3) . . .| s65 | 308 | 333 | 374
Secured loans and advances| 203 221 194 180
Sundry debtors : ’
In national currency . . I12 110
In foreign currency. . . 231 29 25 Z;
Total (7, . 434 | 362 | 329 | 271

17. Deposits.

- Escudos (000,000} 1920 1'93: 1932 | 1933
Demand deposits :.
Nationalcurrency ... .| — | 433 | 451 | 492
Foreign currency. . . .| — - 31 30 29
Total (a} . . .| 4811 464 | 48r | s521
Time deposits : :
National currency . . .| — 221 205§ 209
Foreign currency., . . .| — 4 z 2
Total {¢). . . .| 277 | 225 | 207 *| 211
Sundry creditors : '
National currency ... .| — 81 74 62
Foreign currency. . . .| — 4 56 44
Total (d) . . .| 290 | 122 130 106
Grand total . . 1,048 | 811 818 838
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PORTUGAL. COMMERCIAL BANKS a Table 31 (a).
SUMMARY OF POSITION
ACCOUNTS AT THE END OF:
1929 1930 1931 1932 1933
NumberofBanks. . . . . . . ... ... ... 23 | 22% | 23 | 25 1g*
ASSETS Escudos (000,000’s omitted)
xoCash. . . . ... oo oo
(a) Gold, silver and smallcoins. . . . . .,
(b) Notes of inland banks, State notes andy 62| 145| 210 | 168 | 170
balances with the Central Bank . . .
2. Other Itemsof a Cash Nature. . . . . . . . .
3. Billsdiscountedandbought. . . . . . . . . . 58t | 386 | 320| 343] 381
. -(a) Treaswrybills. . . . . . . . .. R —_ —_ — —
(b) Commercial bills, Inland. . . . . . . . 565 371 308 333 374
(¢) Commercial bills, Foreign. . . . . . . . 16 15 12 10 7
4. Investments and Securities. . . . . . . . . . (4} 85 72 70 | 122
(a) Government . . . . . ... ... .. — — — — —
(b) Other . . . . . . ... . ... ... — — — — —
5. Participations . . . . . ... . ... .., — -_ — — —
6. Due from Banks {Correspondents). . . . . . . I3T| I39| Io7 | 114 130
(e) Athome. . . . . . . ... ... .. — 76 58 42 44
(b) Abroad . . . .. .. ... ....., — I 63| 49 72 86
7. Loansand Advances. . . . . . . . . . ... 434 | 4071 362 | 329 271
(a) Oncurrentaccount . . . . . . . . .. — —_ — — —
(b) Other . . . . ... ... ...... i B —_ —
8. (Il)over for Acceptances . . . . . . . . . ... — — — — —

" 9. Premises,etc.. . . . . . . .. ... . ... o 51 o 1
I(g}. SundryAssets . . . . . ... ... .. .. 588 1 137 263 4.?44 223
II. Total Assets . . . . . . . . . . ... ... 1,987 | 1,400 | 1,385 | 1,518 | 1,368

A LIABILITIES.
12. Capital paidup. . . . . . . e e e e e 198 | 198 | =223 | 237| 105
13- ReserveFunds . . . . . ... . . ... ... 50 Bx 84| 102 94
14. Profit-and-Loss Balances, ete. . ... 23 17 15 17 17
. 15. Cheques and Drafts, etc., in circulation. . . . . 14 17 16 II 8
16. Due to Banks (Con'espondents) ........ 119 76 62 44 50
(a) Athome . . . . . . ... ... ... — 39 32 21 21
(b) Abroad . . . . . . . .. .. ..., — 37 30 24 29
17. Deposits . . . . . . . . . .. ... ... 1,048 | 883 | 8xr| 818! 838
(a) Current accounts and sight dep051ts « .| 481 389 | 464 | 482 521
(b) Savingsaccounts . . . . . . . . . .. — — — — —
(¢) Time or fixed deposits. . . . . PP 277 255 225 207 211
(d) Other deposits . . . . . . : .. ... 290 239 122 130 106
18. Rediscounts and Other Borrowings . . . . . . — — — —_ —
19. Acceptances and Endorsements . . . . . . . . — — — — —
20. Sundry Liabilities. . . . . . . . .. . ... 535 128 174 | 289 166
21. Total Liabilities. . . . . . . . . . .. .. 1,987 | 1,400 | 1,385 j 1,518 | 1,368
22. Value of currency in Swiss francs at the end of
eachyear . . . . . .. .. .. ... v .| o023 | 023 | 017 | 0.16 | 0.14

3 Source : Annario Estatistico, 1929, and Sitwagio Bancaria, 1931-1933. Excluding the Banco Nacional Ultramarino
and the Bauco de Angola.
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ROUMANIA.

The outstanding development in Roumanian
banking in the course of 1934/35 has been the
beginning of banking reorganisation in virtue of
the Law of May 4th, 1934. 1 Of 939 banks existing
at the end of 1934, only about 4oo are likely to
survive after the reorganisation.? Of the I15
banks registered at Bucharest, only eight big banks
have refused to avail themselves of the facilities
granted by the law, twenty banks have obtained
substantial reductions in their liabilities by various
agreements with their creditors, and the remaining
eighty-five are to be liquidated. The total number
of banks registered outside Bucharest amounted
to 824. Of these, twenty-nine are able to meet

their obligations in full, 155 have concluded agree--

ments with their creditors, seventy-three have
appealed to the Board of Arbitration, seventy
are to be liquidated, thirty-seven have already
applied for liquidation without bankruptcy
procedure, and some 360 banks are to be
closed down. No figures are yet available for
gauging correctly the relative importance of the
banks to be liquidated or closed ; their importance,
however, is not proportionate to their number. 3
The National Bank and the Government have
come to the assistance of distressed banks in a
generous way. The total bill portfolio ¢ of the
National Bank shot up as a result of the banking
. crisis from 1x1.2 milliard lei at the end of June
1931 to 18.9 milliard lei at the end of December
1931, and has since then, as may be seen from the
following summary of the principal accounts of the
National Bank, risen to 1.2 milliard lei at the end

of 1934 :

3L.X11 3LXI  3LXN 30.v1
1932 1933 1934 1935
Lei (000,000's)
1. Gold and f{oreign .
assets . . . . . .. 10,021 10,153 10,376 10,653
2. Total bill portfolio . 18,712 18,554 19,198 .
Of which—
(a) Commercial
bill portfolio . (9,958) (8,82 961 ,009) -
(b) Ariion (9.958) (8.823) (5,961) (5.009)
and urban bills (3,004) (3,166) (2,946} (2,758)
(¢} Special Trea-
_sury bills . — — {4,013) (4.540)
3. Notecirculation . . 21,594 21,219 22,307 2I,261
4. Sight liabilities on '
private account . . 4,241 502 ,840 .
5. Sight liabilities on * 539 o4 BT
account of State and
autonomous enter-
Prises . . , . . ., 613 1,192 1092 2,553

This increase was primarily due to rediscounts

' See Commercial Banks, 1929-1934, page 96.

of bills held by the commercial banks. The bills
rediscounted were mainly illiquid agricultural and
urban bills, shown separately since the last quarter
of 1932, which rose rapidly from 3 milliard lei at
the end of 1932 to 5.3 milliard lei at the end of
June 1934. Since the latter date, both illiquid
agricultural and urban bills and bills destgnated as
“ commercial '’ have fallen, so that by the end of
1934 they amounted together to 9.8 milliard lei
as against 12 milliards at the end of 1933. This
fall, however, is only apparent, as the difference
has been transferred to other items of the balance-
sheet — namely, ¢ Sundry assets ~” and *‘ Treasury
bills for losses on agricultural and urban assets "
(item 2z (¢} above). The Treasury bills were
acquired by the Bank by virtue of the Convention?
of April 7th, 1934, between the Bank and the State,
whereby the former was to be compensated for
its losses on agricultural and urban bills by means
of 173 annuities of 450 million lei each. The
equivalent of these was given by the State in the
form of Treasury bills amounting to 7,875 million
lei, of which only 4,013 millions figured under the
heading of losses at the end of 1934. Commercial
bills and agricultural and urban bills fell by g5z
and 188 million lei respectively during the first
half of 1935, whereas Treasury bills held as cover
against losses rose by 527 million lei. The
difference between the total amount of Treasury
bills given by the State and the amount used by
the Bank as cover against losses is to be applied
to banking reconstruction, in particular for the
reorganisation of co-operative credit.

The effect of these transactions on total monetary
circulation was a substantial increase in the
aggregate means of payment. The index of the
means of payment, as measured by the total sight
liabilities of the National Bank — items 3, 4 and 5
above — and subsidiary coin in circulation, with
December 31st, 1929, as base, rose rapidly from
100.3 at the end of 1930 to 121.7, 126.0, 132.3
and 137.2 at the end of 1931, 1932, 1933 and 1934
respectively, This expansion occurred during a
period in which there was a steady decrease in
foreign trade, and a decline in gold and foreign
assets reserves of the National Bank — the increase
since 1932 being due mainly to the purchase of
locally produced gold — and has been accompanied
by an increasing stringency in foreign-exchange
regulations.

The development of commercial banks during
1934/35 cannot be ascertained ffom figures available

:}S&et.annu;l I?eport of the National Bank of Roumania for 1934. .-

e end of 1633, the balance-sheet totals of thirty-nine banks with a capital of illi i

for 6‘1.6% of tl;e combined balance-sheets of 913 reporting banks, praenTee mflhon ietox more accounted
For detailed statement, see Report of the Adviser to the National Bank, dated February 1935, page 65.
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at the time of writing.1 The following table gives
a summary of the balance-sheets of the leading
banks for 1932-1934 a published by the National
Bank of Roumania : 2

nE

3L.XII 3LXI 3I.XII
1932 1933 - 1934
’ Lei (000,000%s)

Cashassets . . . . . .. 1,221 1,544 1,621
Bill portfolio. . . . . . . 5800 5971 2810
Securities and participations 2,960 * 2,047 1,942
Loans and advances . . . 8,990 8.471 2.803
Deposits . . . . . . .. 10,427  9.543 8,163

Of which— . ’
(a) Current accounts . . (6,502) (5.230) (2.730)
(b) Time deposits . . . (3.835) (3.225) (4,020)
6. Rediscounts . . . . . , . 4,722  4.501 2,907
7. Total balance-sheet . . . . 21,016 19504 15,595

The figures for 1933 and 1934 are not strictly
" comparable, first because the number of banks
covered is different, and secondly because the
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balance-sheets for 1934 were established according
to a new model prepared by the Supreme Banking
Council. The figures relate to twelve leading
Banks ® in 1932 and 1933, and to nine banks in
1934. The combined balance-sheets of the three
banks for which no 1934 figures are available
accounted for 21 % of the aggregate balance-sheets
of the twelve banks at the end of 1932. Despite
these shortcomings, the accounts of the nine banks
for 1934 reveal the following tendencies. The level
of deposits is high in comparison with 1933 and
would suggest an increase in savings deposits with
these banks. " This rise in deposits was accompanied
by a reduction in rediscounts and by an increase
in cash assets. The expansion in the latter seems
due to the higher reserve requirements established
by the banking law. The reduction in the bill
portfolio is due to the extent of 1,179 million lei
to the transfer of agricultural and urban bills to
a new item of the balance-sheet.

Balance-sheet Summary.

I and 2. Cash Assets.

Lei (oo00,000's) 1929 | 1930 | 193I | 1932
“Cash™. . .. ..... 3,510 | 3,742 | 1,739 | 1,683
“Banks”, ., . .. ... 3,119 | 4,268 | 1,323 | B39

Total . 6,629 | 8,010 | 3,060 | 2,522

No particulars are available for 1933.

7. Loans and Advances.

The-sums under (a) are “ current-account
debtors *’, and those under (b) are * sundry
advances ”’. Current accounts include inter-bank
accounts.

I0. Sundry Assets.

Lei (000,000’s) 1929 1932 1933
Merchandise . . . . . . . 622 55 -
Collection acconnts, . . .| 1,440 145 —
Transitory accounls . . . 114 163 75
Expenditure relating to fol-
lowing year . . . . . . 26 17 —
Losses. . . . . . e e e . I55 658 704

Net balance of guarantee
accounts and sundries. . — 480 —_
Total. . . .| 2,357 1,519 869

14. Profit and Loss, eic.

The total of the losses incurred by the banks and
included in group 10 should be deducted in order

»

1 End of November 1935.

to arrive at the net profits or losses of the banking
system as a whole, as is done below :

Lei {000,000's) 1929 1932 1933
Net profit of individual
banks. . . . . . . . .| 1,947 188 195
Losses of individual banks, 155 658 794
Balance of net profits or
losses of banking system.| 1,792 -—470 — 599

17. Deposits.

Distinction is made only between current-account
creditors and other deposits as shown below :

Lei (0c00,000's) 1929 1932 1933
Current-account creditors .| 19,561 1,714 | 11,270
Deposits. . . . . . . .. 31,753 14,469 13.653

Total . . . 51,314 26,183 | 24.923
20. Sundry Liabilities.

Lei {0o00,000's) 1929 1932 1913

Depositors of bills for col-
lection. . . . . . e« .| X1,575 340 -
Transitory accounts. . . .| = 683 222 243

Net balance of guarantee
accounts and sundries, .| 1,060 — —
Unclaimed dividends . . . 84 8o —

Eamings relating to follow-
ingvear. . . . « . . . 323 59 56
Total, . . .| 3.725 701 299

2 Bulletin No. 4, 1933, pages; r51-157. The figures for the end of 1932 were compiled from the official

Statistica Societatilor pe Actiuni relating to that year.

3 These are Crédit roumain, Banque Romaneasca, Banque commerciale roumaine, Banque d’agriculture et d’expor-
tation, Société bancaire roumaine, Banque centrale coopérative, Société nationale de Crédit industriel, Banque Marmarosch
Blank et Cie, Banques Réunies de Banat, Banque Chrissoveloni, Banque Victoria of Arad, and the Caisse générale d’Epargne
0f Sibin. The last three were excluded from the 1934 review of the National Bank on the grounds that they do not belong

to the group of banks having a capital of over 100 million lei.
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ROUMANIA. ‘ COMMERCIAL BANKS Table 32 (a).
‘SUMMARY OF POSITICN
AT THE END OF :
ACCOUNTS
1929 . 193I 1932 1933
Numberof Banks . . . . . . . . . « .« . . . . 1,097 1,037 953 013
ASSETS. ‘ Lei (000,000’s omitted)
I.Cash. . . ... . . . . . oo
(a) Gold, silver and small coins . . . . . .
(t) Inland notes and balances with Central 6,629 3,060 2,522 3.129
Bank . . . . . . . ... ...
2. Other Items of a Cash Nature . . . . . . . .
3. Bills discounted and bought . . . . . . . . . | 31.826 | 25,815 | 21,085 | 20,915
(a) Treasury bills. . . . . . . . .. PR B - — —
(b) Commercial bills, Inland. . . . . . . . — - — -
(¢) Commercial bills, Foreign . . . . . . . - = - -
4. Investments and Securities. . . . . . . . . . 2,781 2,625 | 2,227 1,862
(a) Government . . . . . ... ... .. — — — -
(b) Other . . . . . . . .. .. e e e - . - — —
5. Participations . . . . . . . . . ... ... 3,582 3,667 2,535 1,671
6. Due from Banks (Correspondents). . . . . . . — — - —
(e) Athome. . . . . .. ... .. ... — — - —
(b) Abroad . . . . ... ... ... .. — — — —
7. Loans and Advances . . . . . . .. .. .. 34,504 | 24,952 | 21,880 | 20,205
{a) On current account . . . . . . . . ~. . 28,907 21,047 18,083 18,472
(b) Other . . . . . . . ... ... ... 5,597 3,905 3,797 1,733.

8. Cover for Acceptances. . , . . . . . . . .. - - — -

9. Premises,etc. . . . . . . . . .. e e 2,601 3.478 1 3,533 3,125
10. Sundry Assets . . . . . .. .. ... .. 2,357 1,802 1,519 869 -
1, Total Assets . . . . . . . .. ... .. .. 84,280 65,459 | 56,201 51,776

L1ABILITIES. | .
12. Capitalpaidup. . . . . . . . . .. .. .. 10,411 | 10,652 | 10,060 9,361 -
I3. Reserve Funds . . . . . . . . . ... ... 4,433 4:919 4,459 4,195
14. Profit-and-Loss Account, Undivided Profits, etc.. 1,947 493 188 139
15. Cheques and Drafts in circulation . . . , . . 280 122 156 39
16. Due to Banks (Correspondents) . . . . . . . . — — — -
(a) Athome. . . . . . ... .. ..., — — — —
(b) Abroad . . . . . .. ... ... .. - — — -
17. Deposits. . . . . C e e e e e e e 51,314 30,206 26,183 24,923
(a) Current accounts and sight deposits . . . — — - —
(b) Savingsaccounts . . . . . .. .. .. — — —_ —
(¢) Time or fixed deposits . . . . . . . . . — — — —
(d) Other deposits . . . . . . . . . ... -_ - — —
18. Rediscounts and Other Borrowings . . . . . . 12,170 | 16,258 | 14,454 | 12,820
19. Acceptances and Endorsements. . . . . . . . — — - — .=
20. Sundry Liabilities. . . . . . . . . . .. .. 3,725 2,809 70X 299
21. Total Liabilities. . . . . . .. ... .. .. 84,280 | 65459 | 56,201 | 51,776
22. Value of currency in SV\;iSS francs at the end of :
eachyear . . . . ... .. ....... 0.031 0.031 0.031 0.030
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SPAIN.

The improvement in the Spanish banking situa-
tion which was in evidence during 1932/33 became
more marked in the course of 1934/35, as the
following summary of the principal accounts of the
Bank of Spain and of the * inscribed ”* commercial
banks shows :

sijxu/ sofvi/ 3tfxuj 30/vif

1933 1934 ‘1934 1935
Pesetas {000,000's)
. Bank of Spain.
1. Note circulation . . . 4,825 4,533 4,696 4,341
2. Deposits. .. . . ., . 934 948 866 898
3. Gold, silver and foreign
assets . . . . . . . 3,184 3.231 3226 3,237
4. Loans and discounts . 2,760 2,372 2,525 2,381
“ Inscribed " Commer-
ctal Banks : -
5. Cash balances with the
Bank of Spain . . . 1,152 1201 1,082 1,031
6. Commercial bill port-
foio . . .. ... 1.474 1,486 1,573 1,575
7. Securities . . . . . . 4,038 4,071 4,5I4 4.629
~ Of which. — Public . . (2,586) (2,524) (2,961) (3,128)"
8. Loans and advances 1,050 1,934 1,057 1,800
Of whick. — On current
account , . . . . . (401)  (490) (550) (559)
9. Deposits . . . . .. 6,077 6,284 6,556 6,731
Of which, — Sight . . (2,078) (3.066) (3.244) {(3.145)

The note circulation and the total loans and
discounts of the Bank of Spain, which, in
consequence of the banking crisis in the summer
of 1931, had risen to 5,457 and 3,000 million pesetas
respectively at the end of July 193z, were restored
by the end of June 1935 to their normal pre-crisis
levels. The return flow of deposits to the commercial
banks continued at a rapid rate, so that total
deposits with the “ inscribed ”” banks at the end
of June 1935 were only 125 million pesetas less
than at the end of June 1930, when they had
reached their highest recorded level. This return
of deposits to commercial banks took place, as is
shown by the following table, simultaneously with
an increase in deposits with Savings Banks, so that
aggregate deposits ! reached the high level of 1930
at the end of 1933, and were considerably in excess
of that level at the end of 1934 :

End of : 1930 1931 1932 1033

Pesetas (000,000's)

1934

1. Ordinary Savings

Banks. . . . ..
Postal Savings Banks
Monites de Piedad . .

Total deposits in
Savings Banks . . 2,517

5. Total deposits in

‘*“ inscribed "' com-

mercial banks T . 6,568 5,376 5,812

6. Aggregatedeposits® , 9,085 8,077 8,691

2,014 2,158
278 208
409 423

2,307 2.778
309 338
443 ...

o

2,701 2,879 3,059

6,077 6,556
9.136

The substantial increase in the resources of the
commercial banks has not been accompanied,
however, by any considerable expansion of their
principal commercial assets. Though the commercial
bill portfolio and current account loans and

- advances have risen jointly by 169 million pesetas

— an amount corresponding to the reduction in cash
balances with the Bank of Spain — in the twelve
months ended June 3oth, 1935, the bill portfolio
and total loans and advances are still 133 and 394
million pesetas respectively less than they were at
the end of 1930. The additional resources of the
banks have been used principally to increase their
holdings of securities, in particular of Government
securities. Between the end of December 1931
and the end of June 1935, public security holdings
rose by 832z million pesetas, and of this amount
604 millions were acquired in the course of the
twelve months ended June 30th, 1935. The
preference of the banks for public securities seems
to reflect the relatively stagnant business conditions
prevailing in Spain * and also the extent to which
the Government had recourse to the banks to
finance the budgetary deficits.

Apart from certain changes decreed in June 1935
with a view to attracting capital {Spanish and
foreign) from abroad, there have been no important
modifications in the foreign exchange control
instituted in May 1931. The Ceniro Oficial de
Contratacion de Moneda, an independent organisa-
tion operating with funds provided jointly by the
State and the Bank of Spain, continues to centralise
all foreign exchange transactions, and has since

3 This does not include deposits with non-inscribed banks, which at the end of 1930 represented about 89, of

the deposits held by all deposit-receiving institutions.

_*The combined industrial and commercial activity index prepared by the Consejo Superior de las Cameras
de Comercio, Industria y Navegacion, 1926 = 100, which had fallen from 134.9 in 1930 to 95.2 in 1933, recovered
only to 102.4 in the course of 1934. Total commodity-trade turnover continued to fall, due to a reduction of
exports ; it declined from 1,504 million gold pesetas in 1933 to 1,472 millions in 1934, and from 757 millions in
the first six months of 1934 to 717 millions in the first half of 1935.
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May 1934 pegged the peseta in relation to the
French franc at 42.1% of the legal gold parity.
It has been able to maintain this rate despite
the increase in the unfavourable balance of

trade? in the period under review and without .

recourse to the metallic and foreign assets reserves
of the Bank of Spain (item 2 of first table).

As the balance-sheets (summarised in' the
previous issues of this chapter) of all the banks
operating in Spain are published with a delay of
about eighteen months, the present Summary

SPAIN

Table covers only the accounts of the « inscribed
banks, which are published quarterly by the
Supreme Banking Council in the Balances
trimestrales de la Bamca inscrita. At the end of
1933, the deposits and total balance-sheets of the
« inscribed ” banks represented 91 and 90%
respectively of all the deposits and aggregate
balance-sheets of the entire commercial banking
system. The classification and composition of the
accounts are identical with those.of the more

complete figures.

Balance-sheet Summary.

1. Cash.

The amounts shown consist of ‘“cash and
balances with the Bank of Spain .

2. Other Items of a Cash Nature.

These consist of cheques, etc., on other banks and
small amounts of foreign money.

3. Bills discounted and bought.

These consist entirely of commercial bills which
are almost exclusively of a maturity of under
ninety days.

7. Loans and Advances.

These are composed as follows :

11 and 22. Total Assets and Liabilities.
Not including unpaid capital or banks’ holdings
of own shares, which were as follows :

Pesetas {000,000s) Ic?plz:;? ?&ﬁig Total
1020 & 4 v 4 o a e os s s 154 401 555
I030 v + & = & o= o4 s s s 128 571 699
b £+ 1 3 154 547 701
b {+% - S 143 547 6g0
I933 « & v v 4 4 8 e 4 s 141 546 687
1934 « + » s o2 s o e s 138 547 6835

13. Reserve Funds.

Since 1931 this item includes a special fund for
currency fluctuations shown below :

Pesetas
(o00,000's)
I93 . . . 4 o« . . a5
I932 . v v 4 v - 125
I933 « o b 0 . ou s S 123
I934 + « » s v = o 118

18. Deposits.
These are composed as follows :

Pesetas (000,000°s) 1929 | 1931 | 1932 | 1933 | 1934
Pesetas (000,000s) 1929 [ 1931 [ 1932 [ 1933 | 1934  Sight deposits . . . . . . 3.197|2,708(2,922|2,978|3,244
Sight advances w8l 375 Deposits in foreign curren-
. €S, . . . . . 414| 491} 550 cies. « +« . . . . . . w
Loansin foreign currencies .| 412| 211( 168| 18% 123 Total (a) 228 2:7 273 227 2;8
- - - - T k) :I 1] »
Total fa) . . .| 86o| 586| sB2 676] 682 i deposits : 37053003\ 3: 07| 3200 .40
Time advances. 633 493] 546| 566| 580 U y
..... p to one month, . , .|1,192|1,339|1,589|1,605| 1,00
Collateral advances. . . .| 729] 640| 669 708| 695 Overonemonth . . , ,| 1,287 I,ggz I,(S)zg 1,1?; I.ggg
. Total (b) . . .|1,362|1,133|1.215|1,274] 1,275 Total f¢) . . .|2,470|2,361(2,615|2,812(3,004
Grand total . . . . . 2,222|1,719|1,797|1,950/ 1,057 Grand total (a}+4(c).|6,084|5,376]5.812|6,077|6,556

1 This rose from 177 million gold pesetas in 1933 to 250 millions in 1934, and from 116 millions in the first

half of 1934 to 131 millions in the first half of 1935.
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SPAIN. COMMERCIAL BANKS Table 33 (a).
SUMMARY OF POSITION
AT END OF:
ACCOUNTS
1929 1931 1932 1933 1934
Numberofbanks. . . . . . . . .. ... ... 123 122 122 124 122
ASSETS. Pesetas {000,000's omitted)
I.Cash. . . . . . . . . o o000 L. gbs | 1,049 | 1,057 | 1,152 | 1,082
(a) Gold, silverand smallcoins. . . . . ., . — — — — —
(b) Inland notes and balances with Central
Bank . . . . . . ... —_ — — — —
2. Other Items of a Cash Nature. . . . . e e . . 577 563 580 547 581
3. Billsdiscountedandbought. . . . . . . . . . 1,662 | 1,397 | 1,515 | 1,474 | 1,573
(a) Treasurybills. . . . . . . . ... .. — — — —_ —
(b) Commercial bills, inland. . . . . . . . —_ — — — —
.{¢) Commercial bills, foreign . . . . . . . . — — — — —
4. Investments and Securities. . . . . . . . . . 3,550 | 3,740 | 3.867 | 4,038 | 4,514
(a) Government . . . . . . . .. . ... 2,117 | 2,296 2,441 2,586 2,961
(b) Other . . . . . . . . . . . ... .. 1,433 | 1,444 1,426 1.452 1,553
5. Participations . . . . . . . . ... ... — — — — —
6. Due from Banks (Correspondents). . . . . . . — — — — -—
(a) Athome., . . . . . . .. ... ... — — — — —
(b) Abroad . . . . . . . .. .. ..., — — — — —
" 7. Loansand Advances. . . . . . . . . . ... | 2,222 | 1719 | 1,797 | 1,950 | 1,957
(a) Oncurrentaccount . . . . . . . . .. 860 586 582 676 682
o (8) Other. . . . . .. ... ... 1,362 | 1,133 1,215 | 1,274 | 1,275
8. Cover for Acceptances. . . . . . . . . . .. 114 95 29 74 123
9. Premises,etc. . . . . . . ... ..o 0L 243 262 276 290 303
10. Sundry Assets . . . . . . . ... 0. 1446 | 1,307 | 2,049 | 2,158 | 1.493
IT. Total Assets . . « v v v v v v v v v v v u 10,779 | 10,132 | 11,220 | 11,683 | 11,626
L1ABILITIES.
12. Capitalpaidup. . . . . . . . . . . .. .. 896 go8 933 934 932
13. Reserve Funds . . . . . . . . . ... ... 411 508 515 534 539
14. Profit-and-Loss Accounts,Dividend Accounts,etc.{ — — S —
15. Notesin Circulation . . . . . . . . . . . .. —_ — — — —
16. Cheques and drafts, etc., in Circulation. . . . . 185 164 141 154 180
17. Due to Banks (Correspondents) . . . . . . . . 1,548 | 1,836 | 1,774 | 1,880 | 1,829
(a) Athome. . . . . . . . . ... ... — — — — —
(b) Abroad . . . . . . ... ... ... — — — — —
18. Deposits . . . ... . . . - ..o 6,084 | 5,376 | 5,812 | 6,077 { 6,556
{a) Current accounts and sight deposits . . .| 3,605 3,015 | 3,197 | 3,265 | 3.462
(b) Savingsaccounts . . . . . . . . . .. — — — — —
(¢) Timeor fixeddeposits . . . . . . . .. 2,479 | 2,361 | 2,615 | 2,812 | 3,004
(d) Other deposits . . . . . . . . . ... — — — — —
19. Rediscounts and Other Borrowings . . . . . . — — — — —
20. Acceptances and Endorsements. . . . . . . . 107 gb 8o 76 123
2I. Sundry Liabilities. . . . . . . . . . . . .. 1,548 | 1,244 1,065 | 2,028 | 1,467
22. Total Liabilities. . . . . . . . . . . . . .. 10,779 | 10,132 | 11,220 | 11,683 | 11,626
23. Value of currency in Swiss francs at the end of
eachyear . . . . . . . ... x ... .. 0.71 0.43 0.42 0.42 0.42
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SWEDEN. -

During 1934/35, the Swedish monetary and
banking system continued to be dormnaited by
the conditions of exceptional liquidity which had
developed since 1932, though in 1935 t_here were
signs of increasing demands for credit arising
from the continued advance in production and
investment. The monetary expansion was mainly
based on further increases in gold and foreign-
exchange reserves, which, along with the other
principal accounts of the Riksbank and the
commercial banks during 1934/35, are shown
below :

Endof: Dec. June Dec. June Dec.
1933 1934 1934 1935 TI935
Kronor {000,000"s)
Riksbank : .
Gold ., ... ... 370 370 35T 355 408
Foreign exchange . . 446 445 553 614 629

Loans and discounts. 50 48 44 50 42
Securities 227 151 149 129 29

Note circulation . . 0648 653 708 718 786

Sight deposits 469 396 405 452 383
Commercial Banks :

Cashassets. . . . . 39T 307 349 208 351

Net foreign assets , . 106 170 225 175 230

Loans and discounts . 3,905 3,823 3,704 3.908 3.827

Deposits, . . . . . 3,628 3,559 3,553 3.606 3,632

In 1935, the Riksbank’s gold stock, which was
fed in part by receipts from domestic mines,
increased by 57 million kronor as against a decline
of 19 millions in the preceding year, while its

_foreign-exchange holdings rose by 76 million as
compared with an increase of 107 million kronor
in 1934, so that the gold and exchange reserve
combined showed an increase of 133 millions in 1935
as against 88 millions in 1934. The actual increase
during 1935 was even larger, as gold is still entered
at the old legal parity, while foreign assets, which
are likewise calculated at the old parities, consist
mainly of sterling, for which currency the actual
pegged rate of exchange of 19.40 kronor to the £
is only slightly above the official parity of 18.16.
It is stated that, at the current exchange rates,
the Riksbank’s exchange holdings at the end of 1935
would have been 48 million kronor above their
book value, while the gold stock, if valued at the
market price of gold at the same date, contained
a potential reserve of as much as 316 million
kronor. :

In contrast to 1934, when their acquisitions of
foreign exchange exceeded those of the Riksbank,
the commercial banks’ net foreign assets showed,

on balance, little change in 1935. Among the
factors which induced the banks in that year to
pass on their foreign-exchange receipts to the central
bank, mention may be made of the monthly issues,
since October 1934, of three-months’ Treasury bills,
which were increased from x5 million to zo million
kronor per month at the beginning of 1935 and
which were taken up almost exclusively by the
commercial banks. In addition, the persistent
downward movement of aggregate loans and
discounts appears to have come to a halt in 1935,
and the demand for banking credit on the part of
privatée borrowers showed signs of revival ; on
June 3oth, 1935, banks’ loans and discounts were
85 million kronor higher than at the corresponding
date in 1934, though the end-of-year figure for 1935
was only 33 millions in excess of that for 1934
The remarkable increase in building activity which
developed after the settlement, in February 1934,
of a prolonged labour conflict in the building trade
was mainly financed by the savings banks. The
latter, however, gradually reduced the free balances
which they are in the habit of holding with the
commercial banks, These balances.(net) declined
steadily from 167 million kronor at the end of
June 1934 to 76 millions at the end of December
1935 ; at the same time, their composition showed
a marked change : at the former date, the gross
liabilities of commercial banks to savings banks
(included in item 16 in the adjoining Summary
Table) consisted of 42 million kronor on current
account and 127 millions on time deposit, while, at
the latter, current accounts amounted to 79 million
and time deposits only to 2 million kronor. The
cash reserves of commercial banks in 1935 ruled,
on the whole, at a somewhat lower level than in
the previous year, though even in 1935 they were
abnormally high. During the whole period 1934/35,

‘rediscounts of commercial banks with the Riksbank

were nil or negligible.

As may be seen from the Summary Table, the
fall in aggregate commercial-bank deposits in 1934
was made good in 1935, chiefly by a marked
expansion of current-account and sight deposits.
The note circulation during the two years 1934
and 1935 increased by 21 %, reaching at the end of
1935 the highest figure recorded since 19z0. From
the table given above, it might appear that the
Riksbank, by sales of securities, has attempted to
check an undue expansion of its outside liabilities
resulting from the increase in gold and foreign-
exchange reserves. This may have been the case

_ ! These figures have been affected by the amortisations carried out in January 1935 by the fourth largest bank,
Gotgbprgs Bank, which wrote down its share capital of 43.75 m_illigns by one-half and appropriated 2 millions and
4 millions respectively out of reserves and profits, in order to cover losses and depreciation of assets amounting to
about 28 million kronor. The bank’s share capital was replenished by an issue of 22 million kronor of new shares.
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to a certain extent ; but a considerable part of
the decrease in the Riksbank’s security portfolio
appears to have been connected with repayments
of the advances made to the Skandinaviska Kredit-
aktiebolaget in 1932 ! and partly also with transfers
to the State of part of the Riksbank’s claims on
that bank. (Thus, at the end of 1935, 50 million
kronor of State securities were transferred from
the Riksbank to the National Debt Office along
with an equivalent amount of claims on the bank
in question, while the current account of the State
at the Riksbank was reduced by a similar amount.)

The abundance of investible funds maintained
interest rates at the low level to which they had
fallen in the latter part of 1933. Commercial
banks’ deposit, discount and loan rates underwent

practically no change during 1934/35, but a
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reduction of the rate on deposits at the Post Office
Savings Bank from 2} % to 2% on January 1st,
1935, was followed by similar reductions on the
part of private savings institutions. The average
tender rate of discount on the Treasury-bill issues
mentioned above has been extremely low,
fluctuating between 0.60% (November 1934) and
0.35 % (September 1935). The favourable conditions
obtaining on the Stockholm capital market during
the period under review attracted foreign bond-
issues from Denmark, Finland, Iceland and
Norway. In193s, however, a small but perceptible
rise took place in the long-term rate of interest ;
the average percentage yield on seven Government
bonds, which had stood at 3.71 % in December 1933,
rose from 3.01% in December 1934 to 3.32% in
December 1935.

Balance-sheet Summary.

. General Note.

It is stated that, at the beginning of 1935,
certain changes were effected in the official banking
statistics. The classification of items remains
the same, but accounts of individual banks have
in some cases been placed under different headings.
In particular, a large part of the sums previously
included under ¢ Sundry assets "’ has been
transferred to other groups of assets. The figures
for 1935, therefore, are not entirely comparable
with those for the preceding years.

3. Bills discounted and Bougkt.' -

Treasury bills are included under group 4.
Group 3(b) excludes bills rediscounted, which, in
conformity with, the procedure adopted in the
Swedish statistics until 1934, are given in a special
account {item 23) outside the balance-sheet proper.
In the following statement, total inland discounts
are shown, including rediscounts :

Kronor (000,000's) | 1929 | 1931 | 1932 | 1933 | 1934 | 1935
Inland bils : '
In portfolio. . . .| 966 976|1,169|1,103(1,045|1,065
Rediscounted . . 2544 3271 116 1| — { —
Total .|1,220|1,303{1,284|1,104|1,045|1,005

4. Investments and Securities.

Kronor {000,000’s) 1929 | 1931 { 1932 | 1933 | 1934 | 1935
Government securities
and interest-bearing
bonds :
Inland ., . . . . 162 | 177 | 199 | 217 | 173 | 177
Foreipn ., . . .| 135 126 | o8| 63| 126 | 116
Shares . . . . . . . 08 | 108 | 129 | 182 | 341 } 335
Total 395 | 411 | 426 | 462 | 640 | 648

7. Loans and Advances.

Kronor (000,000's) 1929 | 1931 | 1932 | 1933 | 1934 | 1035
Credits opened in cur-

rent account :

Actually drawn . 732| 792| 6s50] s542| so9| 481

Undrawn balances®| 310 257 238| 2541 238| 230
Loans . . .. . .. 2,471(2,600(2,381(2,260|2,240]2,281

Total .13,513(3,649}3.269|3,050(2,987|3,012

Thereof granted

against :

1. Mortgages . . .l1,468(1,398|1.419|1,427{1,496]|1,546

2, Shares, . . . .|1,123|1,183| B888| 707| s597| 546
3. Bonds, goods or

otherrealsecurity! 384| 580 403! 495 460] 480
4. Personal guaran-

tees . . . . .. 538| 479| 467| 427| 434| 440

Total as above .|3,513(3.649)3,260|3,056(2,087(3,012

4 Jtem 22 of Summary Table.

17. Deposits.

The potential sight liability represented by the
unutilised balances of credits granted are not
included under deposits, but are shown as a separate
account outside the balance-sheet. Had they been
included, the sums under (2) would have been as
follows :

Kronor {000,000's) 1929 | 193 | 1932 | 1933 | 1934 | 1035
Giro and cheque ac- ‘

counts . . . . . . 400 | 438 | 406 | 437 | 497 | 5067
Unutilised balances of

credits opened 310 | 257 | 238 | 254 | 238 | 250
Deposits under one

month , . . . .. 250 | 172 {219 | 237 | 199 | 199

Total .| 969 | 867 | 863 | 928 | 934 |L.016

[Continued at fool of page 167.

1 See Commercial Banks, 1925-1933. page 193, and Commercial Banks, 1929-1934, page 103.
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Table 34 (a).

ACCOUNTS

SUMMARY OF POSITION
AT THE END OF :

N

Number of : Banks

. Cash

. Other Items of a Cash Nature
. Bills discounted and bought. . . . . . . . .

. Participations
. Due from Banks (Correspondents). . . . . . .

12.
13.
14.
15.
16.

17.

18.
19.
20.
2T.
22.
23.
24.
25.
26.

Branches and Sub-Branches., . . . . .
ASSETS. _

------

(a) Gold, silver and small coins .
(b) Inland notes and balances with Central
Bank. . . . . ... .. 0000

(a) Treasury bills
(b) Commercial bills, Inland. . . . . . . .
(c) Commercial bills, Foreign

. Investments and Securities, . . . . . . . . .

-------------

(a) Government
(b) Other

----------------

~(a) Athome. . . . . . ... ... ...
(b) Abroad

. Loansand Advances. . . . . . . . . .« . ..

{2) On current account
(b) Other

----------------

. Cover for Acceptances. . . . . . . . . ...
. Premises,etc. . . . . .. ... ...,
. Sundry Assets

. Total Assets

----------------

LIABILITIES.

Capital paidup. . . . . . . . . . . . ...
Reserve Funds . . . . . . .. .. C e e e .
Profit-and-Loss Accounts, Dividend Accounts, etc.
Cheques and Drafts in Circulation
Due to Banks (Correspondents) . . . . . . . .
(a) Athome. . . . . . . .. ... ...
(b) Abroad . . . . . . . .. ... ...
Deposits . . . . . ... ... .......
(a) Current accounts and sight deposits. . .
(b) Savingsaccounts . . . . . . ... ..
(¢) Time or fixed deposits. . . . . . . . .
(d) Other deposits . . . . . . .. e
Borrowings by the Banks . . . . . .. . . .
Acceptances and Endorsements. . . . . . . .
Sundry Liabilities
Total Liabilities . . . . . . ... ... ..
Unutilised balances of credits granted
Rediscounts . . . . . .. ... ......

Borrowings against own or pledged securities . .
Guarantees. . . . . . . . ... ......

Value of currency in Swiss francs at the end of
each year

--------------

-----------------

1929 1931 1932 1933 1934 1935
30 30 30 29 | 29| 28
1,015 | 1,016 | X,0I12 | I,0IX 1,008 ce
Kronor (ooo,000’s omitted)
84 88 133 333 | 287 281
I I I I h I
83 87 13% 7 332 286 280
43 47 471 3 62 70
1,047 | 1,066 | 1,239 | 1,166 | 1,117 | I,14X
;66 ;76 1,169 |'1,103 | 1,045 | 1,065
81 go 70 63 72 76
395 411 426 462 | 640 648
302' 170 266 229 | 215 252
39 83 172 140 128 128
213 87 94 89 87 124
3,203 | 3,392 | 3,031 | 2,802 | 2,749 | 2,762
732 792 650 542 509 481
2,471 | 2,600 | 2,381 | 2,260 | 2,240 | 2,281
89 88 94 98 | .gb 92
220 230 453 506. | 221 176
5,383 | 5,492 | 5,689 | 5,654 | 5,387 | 5,422
514 | 525 | 525 | 505 | 486 | 480
312 309 293 204 | 202 203
93 76 61 72 | .78 78
319 320 | 334 354 | 399 311
208 257 287 245 249 2235
111 63 47 109 60 86
3481 | 3,553 | 3,556 | 3,628 | 3,553 | 3,632
659 610 625 674 697 766
688 686 | 648 643 656 674
2,134 | 2,257 | 2,283 | 2,311 | 2,200 | 2,192
207 | 325 | 532 | 487 | 421| 360
6| 2 I 3 7 8
36r | 382 ] 387 | 4or| 331 | 350
5,383 | 5,492 | 5,689 | 5,654 | 5,387 | 5,422
310 257 238 2354 | 238 250
254 327 116 I — )
41 25 | 129 91 13 14
e (2652 151 156 | 134 135
.39 | 0.95 | 0.93 0.87' 0.78 | 0.78

* January 3oth, 1932.
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SWEDEN. COMMERCIAL BANKS Table 34 (b).
SUMMARY OF PROFIT-AND-LOSS ACCOUNTS
AND DI%’(I)‘%%E’I};ION OF PROFITS
ACCOUNTS YPARS ¢
. 1929 1931 1932 1933 1934
Numberof Banks. . . . . . .. ... .. ... 30 30 30 29 29
Krouor (000,000's omitted)
Capital paid Up. = « « « v v o v v v o 0 .4 . | o514 525 525 505 86
Reserves and Undivided Profits . . , . . . . .. 348 353 325 231 231
1. Gross Profits. . . . . . . . . .. e e e e 160.4 169.9 162,2 | 135.7 136.1
To be deducted :
2. Expenses. . . . . . .. ..o 000 .. 74.4 75.6 70.5 20.6 65.8
(a) Salaries, etc. . . . . . . . ... . 46.1 46.9 46.4 46.6 45-4
(b) Other working expenses . . . . . . . . 19.0 21.2 19.9 19.5 16.3
(c) Taxes,etc.. . . . . . . . ... ... 9.3 7.5 4.2 4.5 4.1
3. Reserved for Pension Funds, etc. .-. . . . . . I.2 0.5 0.3 0.5 3.7
4. Written off on {Depreciation Accouats for). . . 19.8 61.9 236.8 47.1 56.1
(a) Premises,etc. . . . . .. . .. ... 1.9 0.8 0.8 0.5 I.0
(b) Investments and securities. . . . . . . 1.4 28.1 43.9 10.9 8.9
(c) Otherassets ... . . . ... ... .. 16.5 33.0 192.1 35.7 46.2
5. Remaining Net Profit (+) or Loss (—) . . . . |+ 65.0 | + 31.9 | —145.4 | +17.5 | + 10.5
6. Carried forward from preceding year . . . . . 35.9 44.2 3L.7 27.2 28.7
7. Taken from Reserves or Capital. . . . . . . . —_ 1.7 160.4 8.7 23.9
8. Total Amount disposed of for Dividends, etc.. . 100.9 77.8 46.7 53.4 63.1
9. Carried to Reserves. . . . . . . . . . . . . 8.8 1I.4 0.4 0.3 ' 10.5
10, Dividends . . . . . . . . . e e e e e 51.0 34.7 19.1 23.9 27.6
11. Directors’ Fees, etc. . . . . . . . . ... . — — — — —_
12. Carried forward to following year. . . . . . . 41.1 31.7 27.2 29.2 25.0
13. Totalasabove . . . . . . . . . . . . .. . 100.9 778 46.7 53.4 63.1
14. Value of currency in Swiss francs at the end
ofeachyear. . . . . . . . . . .« ... X.30 0.95 0.93 0.87 0.78
Kronor {000,000's) 1929 | 1931 | 1932 | 1933 | 1934 | 1035
18. . Rediscounts and Other Borrowings by the Banks. Borrowings from other
Rediscounted bills and' the liabi_lity ingurred in Mm‘;glf Egiés 135 | 160 |15t | 1az 1. | 157
respect of them are not included in the balance- Fsnagsbevis. . . . . 1¢6 | 159 | 258 | 256 | 256 | 197
sheet proper in the banking statistics. The Other borrowings . 6 6|123| 84| . 6
borrowings of the banks against their own securities Total (group 18).| 297 | 325 | 532 | 487 | 421 | 360
or securities received as collateral for loans are Rediscounts. . . . . 254 | 327 | 116 1| — 9
likewise excluded and are shown outside the Bormowings ledag;inst
1 3 own or se-
belanceshet. I thse two ftoms be added, the  omormeimase] | |||
otlowing tota’s | Grand total. . .| 59z [ 677 | 777 | 579 | 434 | 383
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The contraction of commercial bank cre@it,
which had so strongly characterised the banking
situation in Switzerland during 1931, 1932 and 1933,
continued in the course of 1934/35. As in previouse
years, this contraction was almost entirely due to
the big banks ; this may be seen from the following
statement showing the principal accounts of the
various groups of banks at the end of 1930, 1933
and 1934 :

1. 2. 3. - 4. 5.
Savings To!:all
Big Cantonal Local and  creditin-
banks banks banks Raiffeisen stitutions
banks  (1-4)
Franes {o00,000's)
Deposits.
19306, . . 5644 5093 3082 1424 10,143
1933 . . . 3.860 6,195 3,134 T1.656 14845
1934 . . - 3.358 6294 2991 1687 14,330
Discounts,
loans, etc.
1930. . . 6081 6,175 3.205 1,260 16,721
1933 . . . 3877 6,597 3420 1,495 15,389
1934 . . . 3.588 6,782 3,334 1,542. 15,246
Total balance-
sheet. :
1930, . . 8,578 7465 3943 1533 21,519
1933 . . 5.547 7,767 4.032 1,792  19.068
1934 . . . 4,998 7012 3809 1825 18,634

At the end of 1934, the total balance-sheets of
banks other than the big banks were larger than
at the end of 1930, the year in which the accounts
of the big banks were at their highest level. As
a result of these developments, the relative
importance of the two categories of banks in the
total credit structure changed considerably.
The share of the cantonal banks in total bank
deposits rose from 37 % at the end of 1930 to 44 %
at the end of 1934, while that of the big banks
dropped from 35 to 23 %, and, whereas the share
of the former in the aggregate balance-sheet of
all the banks covered by the above table rose from
35 to 42 %, that of the latter shrunk from 40 to
279 between these dates. The contraction in
the accounts of the local banks which occurred in
1934 was due to the closing of four such banks?
with a combined balance-sheet of 97 million francs
at the end of 1933.

The deterioration in the position of the seven
big banks during 1934/35, which is brought out by

1 These were two ** bigger * local banks, the Bank fir

the following summary of their pl_'incipa:l'accounts,
was again largely due to foreign withdrawals.

JLXIL  30.¥1. 3LXIL 30.VL.  30.0X.
1933 934 1934 1935 1935
Francs (000,000's)
1, Cashete. . . ¢« « ¢+ o & 818 6os 689 319 344
2. Biliportfolic . . . . - + . 644 613 617 465 461
3. Securities, ete. . . . . . . 202 195 183 266 249
4. Correspondent debtors . . .. 392 427 351 472 421
5. Current account loans . . . 2,026 1,978 1,855 1458 1,365
6. Capital, reserves, etc, . . 1,001 988 057 958 958
7. Correspondent creditors . . 321 300 334 237 239
8, Deposits . .+ . v ¢+ s o o 3860 3457 3358 2793 A7
. Of whick — . .
fa) Current accounts . . {1,306) (r,x79) (¥,106} (863) {887)
(%) Time deposits . . (r,205) (r,129) (X,212) go4)  (854)

. ( 54
fe) Cashbonds. . . . . (r,x40} {1,026). (986)
9. Total balance-sheet (includ-

ing unpaid capital). . . .

(r,349) (r,239)

5,547 5193 4998 4,349 4,250

The withdrawal of deposits continued during
1934 at the same rate as in the previous year,
deposits falling by 50z million francs as agamst
a decline of 488 millions during 1933. During
the first quarter of 1935, the decline was small,
87 million francs, ‘but withdrawals were resumed -
on a very large scale in the second quarter of
1935, when the seven banks lost another 425 mil-
lion francs. Withdrawals on such an unprecedented
scale were largely due to misgivings with regard
to the future of the Swiss franc and occurred
principally in the two months prior to the
referendum of June 2nd on the Initiative de
crise During the same quarter of 1935, the gold
reserve of the National Bank of Switzerland fell
by 513 million francs. There appear to have been
no further foreign withdrawals in the course of the
third quarter of 1935. The continued reduction
in savings accounts and in cash bonds (items 8(&} -
and (c) above) reflects the unwillingness of the
depositor to renew these forms of time deposit as
they fall due.

The decline of 1,067 million francs in deposits
in the eighteen months ended on June 3oth, 1935,
was accompanied principally by .a reduction in
current account loans and cash assets, which fell
by 568 and 499 million francs respectively. The
reduction in the principal earning assets of the
banks was achieved mainly by cutting down
credit facilities at home. Though some of the
foreign assets of the banks were realised, even at
a great loss,® the major part of the big banks’
foreign investments are, as may be seen from the
following statement of the foreign investments of

Graubiinden, Chur, and Bank in Zofingen, Zofingen, and

two ** smaller " local banks, Spar- und Leihkasse, Entlebuch, and J. Téndury & Co. Engadinerbank, Samaden.
* This referendum related to a number of proposals involving, #nter alia, the raising of a large loan by the State for
financing various projects and for supporting the price and wage structure of the country. The proposal was defeated.
3+ Das Schweizerische Bankwesen im Jahre 1934 " (published by the Statistical Service of the National Bank of

Switzerland), page 22.
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six big banks at the end of 1934, in countries
with foreign transfer restrictions and cannot
therefore be readily mobilised. The relative size
of these investments may be judged from the
‘figures for the total balance-sheet of each bank
given in the last column.

Foreign
investments  Total Balance-
subject to  foreign sheet
transfer investments  total
restrictions

Francs {000,000's)

Banque commerciale de
Bile . . . ... . ... 153 224 416
;Banque fédérale . . . . . 143 172 435
Crédit suisse . . . . . . . 200 1,146
leu&Co.. . . . . . .. 100 102 307
Société de Banque suisse .. 150 . 1,199
Union de Banques suisses . 108 190 558

The foreign investments of the banks do not figure
exclusively under current account loans. Some
are shown under correspondent debtors and some,
which figured before principally as bills, are now
included among sundry assets. The decline in the
bill portfolio during 1934/35 seems, therefore, to be
partly due to changes in bookkeeping.

"~ The reduction in cash reserves in 1934 was
effected only in small part by drawing on balances
with the National Bank. Bankers’ balances
with the National Bank (according to ‘ Das
Schweizerische Bankwesen im Jahre 1934 "),
comprising the balances of all Swiss banks as well
as small balances on the part of foreign banks,
declined by 65 millions, from 5z million francs
at the end of 1933 to 456 million at the end of
1934. The reduction in the total cash reserves
of the big banks amounted to 129 million francs
during the same period. According to the same
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source, there was a net reduction in private gold
holdings during 1934 of at least 21z million gold
francs. (During 1932 and 1933, there were net
additions to private holdings amounting to 140
and 278 million francs respectively.) As it is not
improbable that a large part of this gold is held by
the big banks, it would appear that deposit
withdrawals during 1934 were met principally by
a reduction in their gold reserves.® On the other
hand, the fall of 370 million francs in the cash
reserves of the big banks in the first half of 1935
was accompanied by almost a corresponding
reduction in the sight Liabilities 3 other than notes
of the National Bank, which fell from 624 million
francs at the end of December 1934 to 313 millions
at the end of June x93s.

The heavy strain of the deposit withdrawals in
the spring of 1935 and the immobilisation of a
large part of its foreign assets induced one of the
big banks, the Banque commerciale de Bile, to
apply for a moratorium. This moratorium was
granted under certain conditions for the period
June 12th, 1935, to June 3oth, 1937. Towards
the end of December 1935, another big bank,
Leu & Co., also applied for a moratorium. These
moratoria are granted in virtue of Article 25 of
the Federal Law of November 8th, 1934, for the
Protection of Savings and for the Control of
Banks, which came into effect on March 1st,
1935. This article of the Banking Law provides
that a moratorium can only be declared if the
creditors of the bank are fully covered and if,
during the time of the moratorium, the interest
service can be maintained. The other provisions
of this law were summarised in the 1934 edition
of this volume.

Balance-sheet Summary.

1, Cash.

Figures of bankers’ balances with the central
bank are only available from the reports of the
Banque Nationale and they are compared in the
following statement with the total cash resources
shown by all Swiss banks (including savings and
co-operative banks) :

I. 2. 3.
. Tg;ﬂ_ cash Balances | Difference
Francs (000,000's) 8% |with the Na-| ~between
of all Swiss |

banks tional Bank| 1 and 2
I030 & & 4 - 4 . 467 203 264
b £+ 3 QN 1,20 813 477
1932 & .« . . . . 1,254 825 . 429
I033 « « + « o . . 1,040 521 519
1934 .« . .« . . . . 023 456 467

[Continued at oot of page r71.

1 Sgurce : Annual reports of the six banks. No suchinformation isavailable for the Banque populaire. The greater
part of the investments shown above are in Germany, and these can be realised only at a very heavy loss, as the discount
on registered marks amounts to about 50%,. Interest payments have, however, been received by the banks, thanks to

the various Swiss-German payment agreements.

3 The gold reserves and the note circulation of the National Bank have shown the following movement since the end

of 1930 (the comparisons relate to the end of each year) :

-

- w R

. Increase or decrease in gold holdings abroad . . .
. Increase or decrease in gold holdings at home . .

. Increase or decrease in total gold h’oldinggs e
. Increase or decrease in total note circulation. . .

1931 1932 1933 1934
Franes (000,000's)
+ 784 — 574 + 63 — 135
+ 8s0 + 698 — 536 + 47
+ 1,634 + 124 — 473 — 88
+ 547 + 4 — 110 — 70

. * These include other accounts besides bankers’ balances, but, in the absence of more detailed monthly or .half-yearl){
figures, the sight liabilities, exclusive of notes of the National Bank, may be taken to indicate the movement in bankers

balances. f‘\\

a2

h- 4

.-

12
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SWITZERLAND, Table 35 (a).
SUMMARY OF POSITION AT THE END OF :
ACCOUNTS : :
1929 - I031 1932 1933 1934
Numberof banks . . . « « .o v ¢ ¢« = ¢ o o - 212 217 216 223 222
ASSETS. . Francs (ooo,ooo’é o@tted)
I.Cash . . . . . . v . v v v i v v st 367 | 1,278 | 1,236 | 1,018 903
(2) Gold, silver and small coins . . . . . . - o= - ] = -
(b) Inland notes and balances with Central
' Bank . . ¢ ¢ ¢ ¢ v v 0 e e e e e — — — — —~
2. Other Items of a Cash Nature . . . . . ... . — - - — -
3. Bﬂ;s)di%counted %1111(11 bought . . . . .. . .. 1,915 1,382 1,154 948 921
a) Treasury bills . . . . . . . — - — — -
(b) Commercial bills, Inland . . . . . .. — — — — —
(¢) Commercial bills, Foreign. . . . . . . . — — — — -
4. Investments and Securities . . . . . . . ..
(o) o™t i waes | naos | maos | maps | xor
5. Participations . . . . . . . . .. e e e : :
6. Du(e )fr%ntl hB;mks (Correspondents). . . . . . .| 2,177 1,114 842 716 613.
a ME v « v o v v v v e n e e e — — — — -
(b) Abroad . . . . ... ... ... .. — — — — —
7. Loans and Advances . . . . . . . . . . ., 13,056 | 13,203 | 13,361 | 12,045 | 12,783
fa) Oncurtentaccount . . . . . . . . . . 5,947 4,475 4,113 3,700 3.444
o (:o(,?r fgﬁlfzcépiaﬁcés ............. 7,.109 8,728 ’9,048 | 9,245 9,339
g. Premises, ete. . . ... 0. .. : : : \: : I71 187 197 197 ‘213
Io. Sundry Asset§ ............... 214 207 189 178" 176
II. Total Assets &\ . . . . . . v . o . v v ... 19,065 | 18,776 | 18,188 | 17,276 | 16,810
LI1ABILITIES.
;;: %g;glepﬁ:ldngsp .............. I,SS(; 1,827 1,883 1,609 1,725
14. Profit-and-Loss and Dividend Accc-)ux.lts., etc. . . —54 51(9) SZZ 53; 53;
Ig. Cheques and Drafts, ‘etc., in circulation . — 35 28 28 27
16. Du(i )to ﬁa]rll‘l)crs;l gCOrrespondents) ........ 1,346 692 563 567 529
D(b)Abroad........-.:::.::: _ _ _ _ _
17. Deposits . . . . . . . . ... ... .... 678 1 :
(a) Current accounts and sight deposits . . . B 76 14229 | 13909 | 13,189 | 12,043
(b) SaVingS accounts . 3.75 2,449 2;418 . 2,191 1,954
(c) Time or fixed depo.siés: e 3'234 | ber £080 | 4591 | 4353
(d) Other deposits """ 1,2 3 11453 I3123 13035 I|068
18. Rediscounts and Other Bofro}avi'ng's s'gg; 5;;; 5'638 5'37: i’ggs
19. Acceptances and Endorsements . . . 8 75 7 003
20. Sundry Liabilities O 4l B - B A
21. Total Liabilities . . . 283 225 194 217 174
. iabilities . . . .. ... ... ... 19,065 | 18,776 | 18,188 | 17,276 | 16,810
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SWITZERLAND. COMMERCIAL BANKS Table 35 (b).
SUMMARY OF PROF&%ND-LOSS ACCOUNTS
‘ DISTRIBUTION OF PROFITS FOR THE YEARS:
ACCOUNTS
1929 1931 1932 1933 1934
Numberof banks . . . . . . . .. ... ... 212 217 216 223 ézz
Francs (0oo,000’s omitted)
Capital paidup . . . . . . . .. .. ... .. 1,849.8 | 1,897.3 | 1,882.3 ] 1,608.5 | 1,724.4
Reserves and Undivided Profits . . . . . . . . . 551.9 578.9 586.8 | s540.2 5390.3
1. Gross Profits . . . . . . . . .. 0. 360.7 361.0 322.8 2944 281.5
To be deducted :
2. Expenses . . . ... ..o 173.6 179.0 165.5 151.7 147.6
(a) Salaries, ete. . . . . . . . ... .. 150.2 r54.3 144.9 134.3 129.2
(b) Other working expenses . . . . . . . . ' ' : ' .
(c) Taxes,etc. . . . . .. ... .. .. 23.4 24.7 20.6 17.4 18.4
3. Reserved for Pension Funds,ete. . . . . . . . — 1.0 1.2 0.4 0.3
4. Written off on (Depreciation Accounts for) . . 23.4 91.7 117.8 174.6 73.4
(a) Premises,etc. . . . .. . ... ... — — — — —
(b) Investmentsandsecurities . . . . . . . _ — - — -
_ {c) Otherassets . . . . . . . ... ... — - — - —
5. Remaining Net Profit or Loss (—) . . . . . . 163.7 89.3 383 | —323 60.2
6. Carried forward from preceding year .. . . . . 10.9 9.9 9.7 2.7 5.0
7. Taken from Reserves or Capital . . . . . . . — 30.2 70. 138. 29.0
8. Total Amount disposed of for Dividends,etc. . . | 174.6 | 1294 | 1189 | 1089 94.2
g. Carried to Reserves . . . . . . . . ... .. 26.3 8.4 10.6 10.9 9.1
10. Dividends . . . .« . . . . ..o 0.0 131.5 108. 102.7 90.6 81.
11. Directors’ Fees, etc. . . . . . . . .. . .. 3.6 1.7 1.2 I.I 0.5
12. Other purposes . . . . . . . . v . .« . . 2.0 0.8 1.7 1.9 I.I
13. Carried forward to following year . . . . . . I1.2 9.7 2.7 5.0 1.8
14. Totalasabove . . . . . . . . . ., . . .. 174.6 129.4 118.9 108.9 94.2

The last column represents the Swiss banks’ hold-
ings of small coin, notes and gold. The net

purchase of gold by the Swiss and foreign banks

for their own account and for that of customers
amounted to 140 and 278 million francs during
1932 and 1933 respectively. During 1934 there
was a net reduction of over 211 million francs in
ptivate gold holdings.

4 and 5. Investments and Participations.

The composition of the investment portfolio of

all cantonal banks, all big banks, and most local
banks is as follows :

Francs (ooo0,000's) 1931 1932 1933 1934

Swiss securities: :
Bonds .. ... ... 951 979 | 921 903
Shares . ... .. .. 190 202 182 156
Total .| 1,141 | 1,181 | 1,103 [ 1,059

Foreign securities :

Bonds . ....... 74 60 41 36
Shares ., . . .. . .. - 6o 56 35 30
Total . 134 116 76 66
Grand total-, . .| 1,275 | 1,297 | 1,179 | 1,125
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The composition of the Swiss portfolio is shown
in the following statement, which includes all
cantonal banks, but a smaller number of big banks
and local banks than the preceding statement :

Francs {000,000's) 1931 | 193z | 1933 | 1934
Bonds of :
Federal Government and
Railways . . . . . .| 200]| 225 214 | 220
Cantons, . . . ... .| 186 174 180 176
Municipalities . . . . . 8¢9 88 84 82
Public  Authorities
total . . . . . .| 475 487 478 484
Bonds of ;
Banks . . .. ... .| 372| 352 312 289
Trust companies . . . . 23 19 1§ 11
Other enterprises. . . . 81 121 116 119
Private undertakings
total ., . . . .. 476 492 443 419
Totalbends . . .| o951 ] o979 | 921 903
Shares in !
Banks . ., ..., ... 67 78 69 50
Trust companies . . . .| 46 48 43 41
Other enterprises, . . .| 777 76 70 65
Total shares. . . 190 202 182 156
Grand total , ., .| 1,141 | 7,181 | 1,103 | 1,059

4. Loans and Advances.

The following statement, covering all banks
(inclusive of savings banks, Raiffeisen banks’
association), enables an estimate to be made
of the importance of overdrafts in the total of
current accounts and fixed loans and advances :

Summary of Profit-and-Loss Accounts.

‘I. Gross Profils.

The composition of gross profits by sources of
revenue is shown opposite.

4, 5 and 7. Depreciation Accounts, Net Profit or
Loss, and faken from Reserves or Capital.

The 1933 figures for these items are affected prin-
cipally by the reorganisation of the Banque popu-
laire, whose losses amounted to 130.5 million
francs.

SWITZERLAND

Current accounts and fixed loans

Francs (000,000's) Covered Uncovered Total
1030%, . .. . . . 5.763 1,49 7:254
1931%, . . . . 5,406 1,259 6,725
b {2 7 5,200 1,224 6,424
1933 « « o« 4 o4 a 4.842 1,161 6,003
I934 .« - - - - . 4,570 %X3I 5,701

& Excluding Raiffeisenkassen.
Loans on current account include cover for

acceptances.
The following is the composition of the amounts

shown under (3) :

Francs (000,000's) . 1931 | 1932 | 1933 | 1934
Contangos, . . . . . .. 15 19 29 36
Long-term advances :

Ordinary . . . . . . . 1,479 | 1,384 | 1,340 | 1,366
Against mortgages . . 679 754 754 | ' 684
Mortgage loans. . . . . . 6,555 | 6,801 { 7,122 | 7,253
Total. . . .| 8,728 | 9,048 | 9,245 | 9.339

17. Deposits, elc. :

The sums given under (4) in this group of
the Summary Table represent bank cash bonds
(Obligationen) which, in Switzerland, largely take
the place of time deposits.

18. Rediscounts and Other Borrowings.

The sums given in this group of the Summary
Table consist of bonds representing ¢ fixed
loans ”’ raised by the banks (feste Anleihen)
and of the long-term mortgage bonds issued
since I93I.

Francs (000,000's) I93T 1932 1933 1934
Discounts . . . , ., . . .| 7361 59.0] s50.0| "45.8
Net interest and commis-

sions . . ..., ... 196.8 | 172.5 | 160.0 | 157.7
Securities and participa- -
tioms . . .. .... 74.3| 690 6r.9| 35.9
Other sources . . . . . 15.8 | 21.6  22.3| 21.6
Recovered from assets| :
previously written down .| o.5 0.7 0.2 0.5
Total. . . .| 361.0 | 322.8 | 204.4 | 281.3
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TURKEY.?

The sharp fall in .agricultural prices and the
effects of the economic depression, though affecting
Turkey comparatively early and still continuing to
exercise their influence, 2 did not have disturbing
repercussions on the Turkish commercial banking
structure for two reasons. At the beginning of the
depression, the process of economic reorganisation
and reorientation towards industrialisation which
started in 1926 was under way and, secondly,
during the depression this process was maintained
largely with the help of the State. The majority
of Turkish joint-stock banks were founded with
the principal object of undertaking or facilitating
industrial financing. Purely commercial banking
operations, such as discounting, have continued to
occupy a secondary place in their operations, as
may be seen from the following summary of the
principal accounts of the Turkish “ national
joint-stock banks :

End of: 1920 1930 193! 1932 1933 1934

Numberofbanks . . . . 41 42 44 42 42 40
. £T {o00,000's)

Cash, etc. . e e e e e e 57 46 39 49 44 39
Billportfolio . . . . .. 18 20 -19 20 24 18
Investments and participa- .

tions , ., . . ..., .. 7 8 12 12 18 23
Loans and advances . . ., 73 05 o1 88 g2 101
Deposits . . . .. ... 114 II4 II3 II0 IIg 122

Total deposits remained relatively stable during
1929-1932, and have tended to increase since the
beginning of 1933. The principal earning assets
of the banks have showna corresponding movement.
The bill portfolio, principally commercial bills, has
varied little from year to year, and both investments
and loans have tended to expand and remain at a
considerably higher level than at the end of 1929.
Even the Agricultural Bank, which as the repository
of the deposits of the agricultural classes and as
the most important institution financing agriculture
was particularly exposed to the effects of the fall
in agricultural prices and exports, has been able
to maintain a relatively high level of activity.
This may be seen from the movement of its
discounts and advances and total deposits since

1929 :

Discounts and Deposits
advances
-7 £T (000,000's)
1920 . . .« . . . 37.6 55.3
1930. . . . . . . 56.8 50.9
I93T . . v . . .. 53.3 56.5
I932 . ¢ 4 & & o« 53.3 49.3
I933 ¢ v« v v o4 . %4.5 §3.2
1934+« + v . . 60.3 $6.0

The Central Bank of the Republic of Turkey,
whose principal accounts are summarised below,
has expanded its activities considerably since its
establishment in October 1931 and has provided
the commercial banking system with rediscounting
facilities which they did not hitherto enjoy :

31.XIL JI.XII. 31.XIL 28.x11,

1932 1933 1034 1935
£T (o00,000's)
1. Gold at home and abroad . 20.6 24.9 27.5 20.5
2. Foreign assets . . . . . . — 5.7 222 Q.7
3. Bill portfclio. . . . . . . 26 7.9 130 25.6
Of which— -

Commercial bills . ., . (2.3) (3.7) (9.3) (24.9)

4. Advances on securities . , — 1.8 2.5 46
5. Notes in circulation . 163.5 160.7 164.6 160.8
6. Sight deposits in £T 13.3 18.9 17.9 17.2
7. Deposits in devisen . . . . 1.5 102 22.1 12.3
Of which— Atsight. . . . . . {12.2)
Its commercial bill holdings have risen’ from

£T2.3 million at the end of 1932 to £T24.9 million
on December 28th, 1935, and its advances on
securities have increased from £T16,342 to £T4.6
million during the same period. Though its gold
reserves have increased through purchases abroad,
the increase in its net foreign liabilities (item 7
less item 2 of above table) has been, except at
the end of 1934, in excess of the increment in
its gold reserves.

The attached Summary Table showing the
accounts of joint-stock banks in Turkey has been
prepared from data published in the Bulletin of
the Central Bank of the Republic of Turkey, and
the explanations regarding the nature and the
composition of various items given in the notes
have been kindly provided by the Intelligence
Department of the Central Bank of Turkey. The
accounts prior to 1933 refer exclusively to the
Turkish * national "’ banks, and those for 1933
and 1934 include the accounts of foreign banks
publishing separate balance-sheets for their
operations in Turkey, available only for these two
years.

1 The bistory and characteristics of banking in Turkey were described on pages 112-116 of Commercial Banks, 1929-
1934. As it wasnot possible to give an account of recent developments, the present survey covers the entire period since

1930

: The total trade turnover declined rapidly from £T411 million in 1929 to 170 millions in 1933, imports falling from

256 to 74 millions and exports declining from 155 to 96 millions. The price index {for twenty-four export articles, 1913-
1914 = 100, as calculated by the Istanbul Chamber of Commerce, fell during the same period !ron} 1087 to 476. During
1934 there was a slight recovery in total trade to £T179 million, due to an increase of £T 13 million in imports.
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TURKEY. - COMMERCIAL BANKS Table 36 (a).
SUMMARY OF POSITION AT THE END OF :
ACCOUNTS .
s 1926 | 1929 | 1930 | I93I | 1932 | I933 .| 1934
Numberof:Banks . . . . . . . . . .. .. .. 21 4T 42 44 42 48 47
o Branches. . . . . . . . ... ... 329 | 31x | 3¥9 | 347 | 352 | 354 | -
ASSETS £T [000,000's)
1.Cash . .. ... ... .. P
(a) Gold, silver and smallcoins . . . . . . o _
(&) Inland notes and balances with Central ; 208 | 574 | 46.x{ 389 | 39.7! 55.x| 487
Bank . . . . ... .. ... ...
2. Other Items of a Cash Nature . . . . . . . . '
3. Bills discounted and bought . . . . . . . .. 9.x( 18.0| 203 186( 202 239{ 184
{a) Treasury bills . . . . . .. .. ... A . . . . .
{(b) Commercial bills, Inland . . . . . . . .
(c¢) Commercial bills, Foreign . . . . . . .
4. Investments and Securities . . . . . . . . . _
(a) Government . . . . . .. ... ...
(b) Other . . . . . .. ... ...... 20 72| .83 115| 19| I95| 246
5. Participations . . . . . . .. ..., .. .. - : '
6. Due from Banks (Correspondents) . . . . . . .
(a) Athome. . . . . . . .. f e e e e
(b) Abroad . . . . . . e e e . . . . . . .
7. Loans and Advances . . . . . ... .. .. 37.5| 728 | 93.x| gr0o| 877! 108.6| 121.I
(a) On current account . . . . . . . ., . . . . . . . . .
(b) Other loans and advances . . . . . . .
8. Cover for Acceptances. . . . . . .. .. .. . . . . . . .
9. Premises,etc. . . . . . ... .... e x| 1o 13.2| 14.4| 128| 135 126
70. Sundry Assets . . . . . . . .. e e e . ' :
II. Total Assets . . . . . ., e e e e e e
LIABILITIES. .
12. Capitalpaidup. . . . . . . . . ... ... 28.0 | 42.0| 46.6| 48.2| 48.2| 356.8| 58.0
13. Reserve Funds . . . . . . . . . T e 0.9 | -26 4I| 4.8 5.1 4.3 4.2
14. Profit-and-Loss Accounts, Dividend Accounts, etc. 2.7 2.9 0.7 2.0 1.7 1.8 1.5

15. Cheques and Drafts, etc., in circulation . . . .

16. Due to Banks (Correspondents) . . . . . .
(a) Athome. . . . . . . ., . .. .... . .
(b) Abroad | .o i

17. Deposits . . . . . . 40.0 11;.2 11;;.0 11:9,.4 IT0.1 14-0.4 14.0.7

(a) Current accounts and sight deposits . . . (116.1)[(120.3)
(b) Savingsaccounts . . . . . . ., . . . . . . . .
{c¢) Time or fixed deposits . . .'. , . . . . N . (23.8)] (20.3)
(d) Otherdeposits . . . ... ... ... . . . . (0.5) (o.7)}
I8. Rediscounts and Other Borrowings . » . . . . . . . . . ‘
19. Acceptances and Endorsements '
20, Sundry Liabilities
21. Total Liabilities . . . . . .., .. .. ..
22. Value of currency in Swiss francs at the end of

eachyear . . . .. ... e e e e . 2.60 | 241 ( 243 | 2.43 | 2.45 | 2.45 | 2.49

........
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Balance-sheet Summary,

T and 2. Cash Assels, etc.

In addition to banknotes, silver and gold coins,
-gold bullion, foreign currencies, and (since 1932)
balances with the Central Bank, this item includes
cheques and other assets with correspondents at
home and abroad. The Central Bank of the
Republic of Turkey was established in October 1931,
and total bankers’ balances with it at the end
of 1932, 1933, and 1934 were 8.2, 10.4, and 9.2
million pounds respectively. These balances' no
doubt .include important deposits on the part of
the public banks.

© 3. Discounts.

These consist principally of. commercial bills of
under three months and Treasury bills. The
proportion of foreign bills is not known. The
following details are available for 1934 with regard
" to the commercial bill portfolioc of four Turkish
banks and seven foreign banks which held some
809% of the commercial bills of all the commercial

banks : :
£T (ov0,000's)

Bills under three months . . . . . . 8.2
Bills over threemonths . . . . . . . 0.9
Bills whose maturity is not indicated .  o.
Bills in litigation . . . . . . . .. 0.6
Total 10.3

Treasury bills held by the banks at the end of
1934 amounted to £T5.3 million, or 29% of the
total bill portfolio. Of this amount £T4.7 million
were held by the Agricultural Bank and the Ish
Bankasi.

4and 5. Investmenis and Securities: Participations,

The detailed composition of these items is not
known. The following specifications are available
for 1934 with regard to three Turkish banks : the
Ish Bankasi, the Agricultural Bank, and the Banque
immobiliére et des orphelins, which together held
50% of the investments and participations of all
banks :

. £T (000,000's)

Securities quoted on the Stock Exchange . . 117

Securities not quoted on the Stock Exchange. 3.9
Participations’. . . . . . . . . . s e .. 67

6. Due from Banks.-

Correspondents are not shown separately and are
given under “ Cash assets .

7. Loans and Advances.

Details of the composition of this item are
available only for the end of 1934 with regard to
four Turkish banks and four foreign banks, whose
combined loans and advances represented 93 % of
the loans and advances of all banks.

£T (000,000's)
Current account loans:

Against collateral . . . . . . . . . . 13.7

" nocollateral . . . . . ... 18.2

" guaranteed. . . . . .. . . 16.9
Advances :

Agaiq\st mortgages . . . . . . . . . 28.9

PUogoods L. v . v e e e e . 13.2

" securities. . . . . .. . . . 2.4

" bills and other guarantee, ., . 18.8

Coniango (Report) Loans . . . . . . . 0.4

Total . . . . . .. .. 112.§

1x and 20. Total Assets and Liabilitses.

As full data regarding the various items of the
balance-sheets-are not available, no totals have been
given for either assets or liabilities. The amount
of the balance-sheet totals as given by the Central
Bank of the Republic of Turkey and exclusive of
unpaid capital have been as follows :

£T (000,000's) £T ({000,000's)

1926 . . . . . 114.5 I932 ¢ « « 4 s 312.6
1929, . . . . 378.3 1933+ « « 4 . 401.9
1930 .. ., . . 3819 193¢ - « + - . 399.4
1931 . . . . 371.6

These include important comples d'ordre.

12, Capital paid up. A
The amount of uncalled capital of the Turkish
banks is shown below :

£T (000,000's) ‘ . LT (000,000's)

926 . . . . . 12.6 1932 < . . . 17.0
19290 . . . . . 22.8 I933 + s v 4 s 15.0
1930 . . . ., 19.5 1934 « o 4 . - 14.7
1931 18.2

The capital which the foreign banks are required
to allocate to their Turkish business is paid up.

13. Reserve Funds.
The foreign banks are not required to, and do

not, keep reserve funds in Turkey.

17. Deposits.

. The detailed- composition of deposits is not
available for the years prior to 1933. The following
table shows the composition of deposits at the end
of 1933 and 1934 of the banks covered by the
Summary Table (Groups 1 and 2} and of the Caisse
d’épargne d'Istanbul, the Siimer Bank, and of two
foreign banks not publishing detailed returns. for
their operations in Turkey :

Current

accounts Time . Other Total
and sight deposits deposits  deposits
deposits
g el A Pt R il el
Endof: 1933 1934 1933 1934 1933 1934 1933 I934
£T (000,000's)

1. National banks . . . . 0.1 119.0 1216
2. Foreign banks publish-

ing separate returns .

96.1 102.9 22.4 186 0.5
214 I9.L

Total (rand 2) . . 116.x 120.3 23.8 20.3 0.5 0.1 1404 140.7
. Caisse d’épargne d'ls-
3 tanbul.ép. gn P 10 2.8 187 186 —~ — 20.6 20.7
4. SiimerBank . . . . . I4 12 09 12 — — 2.3 2.4
5. OttomacBank . . . . 150 133 — — 7.7 5% 3237 18.6
6. Bank of Salonica . . . 2.8 27 02 o1 2.7 24 5.8 s.a
Grand total . . . I37.2 1398 43.6 403 109 7.6 1917 187.6

Other deposits represent funds whose period of
deposit has not been ascertained.
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UNION OF SOUTH AFRICA.

The outstanding developments in South-African -

banking in the course of 1934/35 have been, as the
following summary of the principal accounts of the
Reserve Bank and of the trading banks?! within
the Union shows, an increase in the gold reserves
of the Central Bank, the maintenance of a high
level of deposits with the trading banks and the
Post Office, and an expansion in the loans and
advances of the trading banks. -

srfxuf sofvi) sx/xif 3ofvif

1033 1I934 1934 1935
£ (000,000's) .
Reserve Bank.,
1. Note circulation. . . .. 9.7 106 108 116
2,God. . .. ... ... 17.2 19.6 22.3 20.3
3. Foreignbills . . . . .. 18.0 210 10.% 5.7
4. Bankers’ deposits . 26.5 29.0 24.6 27.3
Deposits with banks and P.O, ' .
5. Commercial banks . . . . 812 876 852 856
0} which, — Demand depo-
SitS . .. .. e e e (52.2) (61.3) {55.3) {59.7)
6. PostOffice . . . . ... 10.2 12.3 137 14.6
Commercial banks. )
7.Cash. . . . .. .. .. 29.4 3L6 252 27.9
8, Billportfolio , .-. . .. 7T 74 835 790
‘9. Loans and advances . . . 30.8 32.8 38.6 388
- Of which. — On current
account . . . . . . . . (30.2) (32.3) (38.1) (38.5)
10. Securities, . . . . . . . 76 72 86 &5
Of which. — Government. . (7.2) (5.8) (7.0) (4.2)

The gold and foreign bill holdings (British
Treasury bills} of the Reserve Bank had risen to
£19.6 and £21 million respectively at the end of
June 1934 as a result of the return flow of capital
and the trade improvement of 1933/34. They
declined by £0.7 and £10.5 million respectively at
the end of August 1934, mainly in consequence
of the South-African Government’s repayment to
the British Government of the outstanding balance
of its war debt. In the following ten months, the
Reserve Bank proceeded to retain a larger propor-
tion of its purchases of locally produced gold and
used its London balances, principally British
Treasury bills, to meet demands for exchange.
This change in the policy of the Reserve Bank

! The accounts of the trading banks covered by the above table refer to seven banks

with regard to its reserves is reflected in an increase
of £7.4 million in its gold reserve and a decline of
£5.2 million in its foreign bill holdings in the ten
months ended June 1935.

Total deposits with the banks and the Post
Office (items 5 and 6 of the table above} at the end
of June 1935 were £0.4 million higher than a year
before. Commercial bank deposits, which fell by
£6.4 million following the South-African war-debt
payment at the end of August 1934, increased in
the course of the next ten months by £4.4 million,
and were £2 million lower than at the end of June
1934. This decline in commercial bank deposits
was the natural consequence of an adverse trade
balance of £12.1 million in the twelve months under
review, as against a favourable balance of £15 mil-
lion in the twelve months ended June 1934.

The rise in imports and the expansion of business
activity during the period under review 2 led to an
increase of £6.5 million in loans, advances and
discounts within the Union. This expansion in
loans was achieved by a corresponding reduction in
other assets. Cash, mainly balances with the
Reserve Bank, was reduced by £3.7 million, and
security holdings, mainly South-African Govern-
ment securities, by £1.7 million, as compared with
the end of June 1934. The remaining difference
of £1.1 million, as well as the decline in deposits
referred to above, appears to have its counterpart
in a reduction of the balances outside the Union.
Despite the shrinkage of cash reserves, their ratio
to total demand deposits remains very high —
44% at the end of June 1935 as against 51%, a year
earlier. :

The attached Summary Table, based on official
statistics, gives double columns for x9z9 and 1934.
The columns marked A in these years, and the single
columns in other years, show the complete assets
and liabilities, within and outside the Union, of all
banks operating in South Africa ; the columns
marked B include only the accounts of offices
situated within the Union. It should also be noted
that the number of banks has risen in 1934 by the
inclusion of the accounts of the Union Bank of
South Africa.

for December 1933,

i]);::lc 1934 l:md June 19335, and to eight banks for the end of December 1034. The comparisons in the above analysis
e ;’v:c;s t % l:md of June 1934 and the end of June 1935 are therefore not vitiated by the change in the number
o nks. e statements of the banks for the end of 1934 as published by the Monthly Bulietin of Union
:.:hc; .mclqde the accounts of a new bank — the Union Bank of South Africa — with a paid-up capital of £50,000.
'V:snb]e imports were £14.5 million higher than in the twelve months ended June 1934, and the index of employ-
ment in manufacturing industries, July 1925 = 1,000, rose from 1,141 in June 1934 to 1,275 in June 193s.
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Tablo 87 (a).

SUMMARY OF POSITION AT THE END OF :;

ACCOUNTS -
Ig2
%9 - 1931 1932 | 1933 1934
A B A B
Numberof :Banks . . . . . .. ... ..... 8 g |- s
. “Branches and Sub-Branches . . . . . 7 662 Ggg 671 7 . N
' ASSETS £ (000,000's)
1.Csh . ... .. ... ... II. 8.8 I 8.8 1.6 | 28.0{ 252
(a) Gold, silver and small coins . . . . . . 3.:: .5 2.4 2.5 31,3 2.1 2,6
(b) -Inland notes and balances with Central|
Bank . . . . . ... ..., ... 8.6 7-3 6.7 6.3 | 29.8| 25.9| 24.6
2. Other Items of a Cash Nature . . . . .. . . 41| — 301 58! . 39] 46| —
3. Bills discounted and bought. . . . . . . .. 21.5 | 13.1| 118 | 133 | I47 | 137 8.5
(a) Treasury bills. . . . . . . . e e e e — — — — — —
(b) Commercial bills, Inland. . . . . . . . — — — — _— _ —
(¢) Commercial bills, Foreign . . . . . . . — — — —_ — — —_
4. Investments and Securities. . . . . . . . . . 17.4 41| 217 | 37.4| 424 | 42.6 8.6
(a¢) Government . . . . . . . .. .. .. 16.2 3.5 20.9 36.1 41.2 | 40.0 7.0
(b).Other . . . . . . .. .. ... ... 1.2 0.6 0.8 1.3 1.2 2.0 1.6
5. Participations . . . . . . . ... ... .. — — — —_— — — —
6. Due from Banks (Correspondents). . . . . . . 5.7 0.I 5.3 8.9 6.6 8.0 1.0
(a) Athome. . . . . . . .. .. .... 0.1 0.1 0.1 0.2 0.3 1.0 1.0
(b) Abroad . . . . . . ... ... .. 56| — | 5.2 8.7 6.3 70| —
7. Loansand Advances. . . . . . .. ... .. 578 | 379 | 49.9 | 46.7 | 45. 55. 38.6
(a) On current account . . . . . . . . . .| 539 | 368 47.7 | 438 435 53.7 [ 381
(b) Other . . . . . . . .. .. e e e 1.9 1.1 2.2 2.9 1.5 L.5 0.5
8. Cover for Acceptances. . . . . . . . . . .. — — — — — — —
Q. Premises, etc. . . . . . .. . ... .. 3.7 2.1 3.6 4.I 4.4 4.4 3.1
10. Sundry Assets . . . . . . .. e e e e 0.4 1.2 2.6 4.1 4.8 4.4 3.9
11. Total Assets . . . . . . . .. . ... ... 131.3 67.2 | 107.0 | 129.1 | 153.4 | 160.3 | 88.9
: LI1ABILITIES.
12. Capital paidup. . . . . . . . . . . o ... 80 — 5.9 7.5 8.2 8.3 0.1
13. Reserve Funds . . . . . . . .. ... ... 5.0 0.I 3.7 4.7 4.5 4.7 0.1
14. Profit-and-Loss Accounts, Dividend Accounts, etc.] — — — — — — —
15. Notes in circulation . . . . . . . . . . . .. 1.5 — 0.9 1.0 1.2 1.3 —
16. Cheques and Drafts, etc., in circulation d 24 0.I 1.2 1.7 1.7 2.1 0.6
17. Due to Banks (Correspondents) . . . . . . . . 1.2 0.5 1.0 1.5 1.3 1.3 0.4
(a) Athome. . . . . . . ... ... .. 0.5 ©.5 0.3 0.4 0.5 0.4 0.4
(b) Abroad . . . . . . .. .. ... .. 0.7 f — 0.7 LI 0.8 0.9 | —
18. Deposits . . . . . . . ... e 101.4 | 60.6 | 85.6 | TorL.x | 124.0 | 129.4 | 85.2
{(a) Current accounts and sight deposits . . .| 502 | 305 39.7 | 47.7 | 765 80.5 | 55.3
(b) Savingsaccounts . . . . . . . . . . . 6.9 3.5 6.6 7.8 8.7 8.8 4.4
(c) Time or fixed deposits . . . . . . . . . 43.3 | 26.2 | 388} 452/ 377} 375 252
(d) Other deposits . . . . . . . . . . .. 1.0 0.4 0.5 c.4 1.1 2.6 0.3
19. Rediscounts and other Borrowings . . . . . . — — — — — — -
20. Acceptances and Endorsements. . . . . . . . — — — — — — -
2I. Sundry Liabilities. . . . . . . . . « . « . . 11.8 3.9 87 116 | 125 ( 132 2.6
22. Total Liabilities. . . « . « « « « v = = « » - 131.3 | 652 | 107.0 | 129.1 | 153.4 | 160.3 | 89.0
23. Value of currency in Swiss francs at the end
of each year. . . . . . « « « ¢« o « o« - 25,22 25.22 | 19.22 | 16.85 15.10
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Balance-sheet Summary.
1. Cash. 7. Loans and Advances.
The amounts under {b) are as follows : ‘ The division of loans into * secured ” and
: Notes of ‘ unsecured " in the years under review is shown
Y ) Notes of Balaxll‘ce l;:th;: . below :
‘£ (000,000'8 wit an
End of Reserve| poserve | outside | T0tal ; - ——
Bank | Bank | the £ (000,000's) Secured | Unsecured| Total
Union End of , -
1020 . . .« s . - o 2.4 4.9 1.3 8.6 I92G & & 4 v 4 s s s 46.2 9.7 §5.9
I030 .+ v+ v s 4 . 4| 1O 5.0 1.0 7.9 1930 & v v o 4 v e s 4L.5 8.5 50,0
1931 . . . . .| 1.6 4.3 0.8 6.7 b =% 3 S 39.9 7.8 47.7
1932 . . . . 0+ 0 o] L7 3.9 0.7 6.3 IG32 - 4 4 0 e e e 38.4 5.4 43.8
1933 . .« - - . - .| 2.4 26.5 0.9 29.8 b £ X ¥ [N 39.4 4.1 " 43.5
1934 - + 4+« s+ s+ «| 2.8 |' 2L7 1.4 25.9 19034 -+ 4 2 e s e . 48.7 5.0 53.7

3. Bills discounted and bought.

The following statement shows the amount of
paper under discount in the Union and abroad :

10. Sundry Assefs.

£ {000,000%s)

) End of: | 1929 | 1931 | 1932 | 1933 | 1
£ (%?éog? ) : gln%: Elsewhere Total : 79 | 22 : 23 - o3¢

Due by head offices and )

1929 4 4 4 v v 4w .| I3 8.4 21.5 branches, . . . . . 96 [ 34 | 55 | 6.2 | 3.1

1030 e e 8.9 8.7 17.6 -Due to head offices and

 2*%. 3 S 7.6 4.2 11.8 branches. . . . . .| 39 | 27 | 42 | 40 | 12

1932 . . . . . . 7.5 5.8 13.3 1. Balance due by head | - :

1933 .« < 4 r e s o . 7.I 7.6 14.7 offices and bran-

1934 .+ . . a e . 8.5 5.2 13.7 Jches. . . ... .| 57 |07 | 3| 22| 19
2, Landed property

4and 5. Investments and Securities ; Participations. other than bank
premises. . . . . 0.3 ] 04 | 06 | 05 0.5

The division of Government securities is shown .3. Otherassets . . . .| 34 | 1.5 | 22 [ 21 | 2.0

below : : i Total (x+2+3). | 9.4 | 2.6 | 4.3 | 48
L British
£ (000,000's) Union and
End of Govern- Colonial Total
' ment Govern-
ments
1929 “ e v es 4.1 12.1 16.2
1930 s v e e 6.1 23.4 29.5
1931 . s e e - 6.0 14.9 20,0
I932 . . 4 4 . e . . 8.1 - 280 36.1
I933 . .. ¢ 4 4 . . 7.8 33.4 4T1.2
934 . .. .. ... 7.2 32.8 40.0 /
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The development of the currency circulation of
the Union of Soviet Socialist Republics since
October 1st, 1928 — 1.¢., since the inception of the
ﬁr%t Five-Year Plan — is shown in the following
table :

Bank Treasury Coins Total
notes notes
Roubles {000,000%) t

Oct, 1st, 1928 . . . 1,090 711 197 1,998
Oct. 1st, 1929 , . 1,466 983 231 2,680
Oct. 1st, 1930 . . 2,146 1,859 274 4,279
Oct. 1st, 1031 . . . 2,527 2,339 306 5,172
July ast, 1932 . . . 2,925 2,922 336 6,183
Jan. 1st, 1033 . . . ... .o e 83,4008
July 1st, 1933 . . . 3,356 3,103 366 6,825
Jan. 1st, 1934 . . . 3.432 3,061 368 6,861
July 1st, 1634 . . . 3,422
Jan. 1st, 1935 . ... 3,838 3,499 397 7.734
Apr.1st, 1935 . . . 3978 3,501 400 7.879
Oct. 1st, 1935 . . . 4,999
Apr, 1st, 1936 . . . 5,935

& Estimate baséd on official sources.

During the period covered by the first Five-Year
Plan (ending on January 1st, 1933), the aggregate
volume of bank and Treasury notes and subsidiary
coins in circulation expanded by over 6 milliard
roubles, as against an increase of only 1.25 milliard
roubles foreseen in the Plan. The inflation was
particularly severe in the second half of 1932,
when there was considerable  pressure to complete
the Plan and when the currency circulation jumped
by over 2 milliard roubles to a figure which— on
the basis of official statements on the subsequent
development of the note circulation — may be
put at approximately 8.4 milliard roubles. At the
same time, the banking reforms of 1930 and 1931,
described in the last issue of this publication,
. practically abolished the use of cash except for

wage and retail payments. It appears, moreover,
that, in this period, the individual State enterprises
-and organisations issued considerable amounts
of various forms -of auxiliary means of payment,
such as money orders, vouchers, bills, receipts, etc.,
which, having been prohibited under a Decree of
February 29th, 1924, were reintroduced by a
Decree of June 3rd, 1930, subject to authorisation
of the Commissariat of Finance.

In the first half of 1933, the note circulation fell
sharply, and seems to have remained practically
constant during the year ending July 1st, 1934.
This contraction of the currency, which is stated
to have been reflected in a decrease in aggregate
current accounts at the State Bank, was probably
effected in part by means of the budgetary surpluses
realised in this period. ! It appears to have been
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also due partly to an increase in the velocity of cash
circulation, accompanied by a speeding-up of the
turnover of commodities and a reduction of idle
stocks. It is not possible to judge to what extent,
if at all, the contraction in the volume of legal
tender was offset by issues of auxiliary means of
payment. '

The contraction of currency in circulation appears
to have been reversed during the second half of
1934 ; the expansion became very marked in 1933,
bank notes alone increasing by over 1 milliard
roubles between April and October 1935. * Possibly
part of this increase was due to the Decree of
May 31st, 1935, prohibiting all forms of issues of
auxiliary means of payment. The main factor
accounting for the expansion of currency was,
however, doubtless the reconstruction of the price
system which was carried out during 1934/35.
Already in 1933 there had been a tendency towards .
a unification of retail prices by reductions in prices
charged in the State * commercial "’ shops and by
increases in prices of rationed goods. In 1934
— it is stated 3 — commercial prices declined by
about 15%. The price of rationed bread, on the
other hand, was raised in the spring of 1934, and,
to compensate for this, the wages of lower-paid
workers were, by a Decree of May 27th, 1934,
increased by from 5 to 30 %, as from June 1st, 1934. -
By a Decree of December 7th, 1934, the system
of rationing, which had been reintroduced -— after
its abolition under the New Economic Policy —
with the inception of the first Five-Year Plan in
1928, was abolished for bread, flour and cereals as
from January 1st, 1935, uniform prices (about
midway between the former * commercial " and
“ rationed ”* prices) being fixed for all consumers,
only a certain degree of regional differentiation
being maintained. A similar measure, taken
under a Decree of September z5th, 1935, which
also lowered the new uniform price of bread, came
into effect for meat, fats, fish, sugar and potatoes
as from October 1st, 1935. The abolition of bread-
rationing on January 1st, 1935, and the fixing of
the price of bread above the old ‘' rationed ’’ prices
was accompanied by a general increase — by some
109% on the average — in the wages of industrial
workers. Since cash is almost solely used for
wage payments, returning to the State. Bank
chiefly through the retail trade, it was natural
that an expansion of the currency should have
ensued as a result of these measures. It is officially
stated that a very substantial expansion of the
State Bank’s credit and debit accounts also took

* The budget surpluses realised in 1933 and 1934 have been estimated at 3.2 and 1.6 milliard roubles respectively.
(C}. Economic Review of the Soviet Union, 1934, page 47, and 1935, page ;q.) _ ] )

* The legal proportion of Treasury notes to bank notes, which had .ongma._lly been 509, was raised to 75% in ;928
and to 100% in 1930. For the Treasury-note issue, no figures are as yet avaﬂable. for the latter part of 1935 ; if 1t_be
assumed that, as in previous years, the two note issues moved roughly parallel, the increase in total currency circulation
~ during the six months ending October 1st, 1935, cannot have been much less than 2 milliard roubles.

3 Sovjetskoye Stroitelstvo, November 1933, page 40.
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place during 1935. This was due to the fact that
all stocks and materials in progress had to be re-
valued in proportion to the new wage rates and
retail prices. In order, on the one hand, to off§et
the book-keeping profits arising from this operation
to the State enterprises on their existing stocks,
and, on the other, to supply them with increased
funds to finance new stocks at higher costs and
prices, this revaluation of goods entailed a
corresponding writing-up of debts to, and current
accounts at, the State Bank. !

A further step towards the unification of the price
system was taken by a Decree of November 14th,
1935, which fixed new exchange rates on the basis
of 3 French francs to 1 rouble (as against the
official gold parity of 13.20 francs to the rouble),
at which, as from January Ist, 1936, foreign
tourists and others could obtain roubles for pur-
chases of commodities in the Union of Soviet
Socialist Republics at the ordinary uniform prices.
Under the same Decree, the widespread organisation
of * Torgsin '’ stores, which, in effect, offered
preferential prices for purchases in foreign
currencies and precious metals, was abolished as
from February 1st, 1936. % The fixing of the
new ‘¢ tourist ”’ rate could only have limited
significance, if any, as a measure of * devaluation ’;
the old official gold parity of the rouble remains
nominally in force for all other than tourist
purposes ; but its effective operation is limited to
such minor international accounts as railway and
postal settlements, etc. As regards foreign
commodity trade, the State trade monopoly
— which may cover nominal losses, if any, on
exports by corresponding profits on imports, and
which is not, in any case, a profit-making institu-
tion — renders any foreign exchange rate in
practice a matter of indifference, The currency
structure of the Union of Sovigt Socialist Republics
remains, in effect, a closed system ; exports and
imports of Russian currency remain legally pro-
hibited since 1926 and 1928 respectively. The
emphasis laid in the second Five-Year Plan on the
production of consumption goods, and the
consequent reduction anticipated in the level
of retail prices, is expected gradually to remove the

UNION OF SOVIET SOCIALIST REPUBLICS
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considerable ¢ over-valuation "’ which at present
attaches even to the reduced exchange value of the
“ tourist *’ rouble. 3

The short-term commercial indebtedness of the
Union of Soviet Socialist Republics, which is
officially estimated to have amounted to 1,400
million roubles (gold) at the end of 1931, was
reduced during the next four years to about
120 millions at the end of 1935. This reduction
was achieved by commodity export surpluses
(aggregating about 450 million roubles for the
three years 1933-1935), gold exports, foreign
tourists’ expenditure, and some medium- or long-
term credits taken up in certain countries (such as
Czechoslovakia and Germany in. 1935). The
liquidation: of the country’s floating indebtedness
was largely prompted by the high interest charges
involved, and efiorts have recently been made to
secure financing of imports through cheaper
long-term credits. .

The book value of the gold stock of the State
Bank rose steadily from 638 million roubles at the
end of 1931 to 808 millions at the end of 1933
and to 963 millions on October 1st, 1935,% while
the Bank’s comparatively unimportant foreign-
exchange holdings declined from 51 millions to
45 and 35 millions at the same dates. The legal
gold and foreign-exchange reserve prescribed is
25 % of the total amount of bank notes in circula-
tion, and the actual reserve was maintained slightly
above that ratio during the years 1931-1934. In
1935, however, owing to the marked expansion
of the note circulation, the ratio fell to 23% on
April 1st and to 20% on October 1st, although in
absolute terms the gold reserve continued to
increase. In view of the virtual independence of
the country’s foreign trade from internal monetary
conditions, the fall in the reserve ratio appears
of less significance than its absolute increase, the
accumulation of gold reserves being probably
intended to provide a substitute for the foreign
short-term credits, which were formerly used, in
part, as a means of adjustment of the fluctuations .
of the balance of payments arising from the.
seasonal nature of a large proportion of the
country’s exports.

! The expansion of the State budget from 48.9 in 1934 to €5-9 milliard roubles in 1935 is to a large extent merely a

reflection of this general writing-up of values in terms of the monetary unit of account.

It will be remembered that most

of the replacement and extension c_)f fixed capital equipment is financed through the State budget. ]
* Apart from the policy of price unification, another motive for this measure seems to have been the fact that the

Torgsin organisation was considered to have completed one of its main objects — viz., that of attracting domestic hoards
of precious metals, 'During the five and a half years of its existence, the total receipts of Torgsin amounted to
approximately 300 million roubles, of which 159, was received in foreign currencies from tourists, 16 ¢/ in foreign money
orders payable to U.S._S.R. citizens, and as much as 69 9 from the domestic population in the form of old coins, gold and
silver ornaments, precious stones, etc. ,

* After the above was written, the new ** tourist ” rate of exchange was extended to all other foreign-exchange
operations by a Decree of February 29th, 1936, coming into effect on April 1st, 1936, Alfhough the theoretical gold content
of t!le rouble (0.775 gramme) was not changed, the State Bank was instructed by that Decree to revalue its gold and
foreign-exchange holdmgs_ on the basis of the new rate as from April 1st, 1936. The Bank’s gold stock at that date
was shown at 1,404 million roubles, which, at the new rate, represents about 250,000 kilogrammes of fine gold, as

against the 740,000 kilogrammes represented by the figure shown for October Ist, I t the ol i
explanation is as yet available for this sharp reductiom.g 1935 @ ® ol parity. Mo
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UNITED KINGDOM AND IRISH FREE STATE.

Banking developments in the United Kingdom
during 1935 were characterised by a marked
expansion in total deposits at the London Clearing
Banks, which, in December 1935, reached a record
monthly average of £2,091 million, and exceeded
the corresponding figure of December 1934 by
£120 million. A sharp rise in bank deposits
had already taken place in the latter part of
1934, when aggregate deposits, which had fallen
by £110 million between August 1933 and August

1934, increased from £1,855 million in August
1934 to £1,971 million in December 1934.

The recent expansion of bank credit may be
analysed on the basis of the following figures,
which refer to the ten London Clearing Banks.
In addition to the absolute figures for the
banks’ principal accounts, the table gives the
percentage which each of the items shown con-
stituted of total deposit liabilities in the months
covered.

] June Dec. June Dec. June Dec, June Dec.
Average weekly figures 1934 1934 1935 1935 1934 - 1934 1935 1935
£ (oo0,000's) Per cent of total deposits
. Cash . . . . . .. ¢ .. 199 216 217 221 10.7 IT.0 10.8 10.6
2. M9ney atcall, etc. . . . . 140 151 143 159 7-5 7.6 7.1 7.6
3. Discomnts.. . . . . . .. 228 255 244 322 12.2 12.9 12.2 15.4
4. Investments.. . . . . . . 549 594 624 6os 29.4 30.2 3L.2 28.9
5. Advan_ces, etc. . .. . .. 757 754 775 779 40.5 38.2 38.7 37.2
6. Deposits, etc. . . . . . . 1,870 1,071 2,003 2,001 100.0 100.0 100,0 100.0
Of which :

(a) Current accounts . . 054 1,044 1,072 1,140 51.8 53.4 54.1 §5.2

{5} Deposit accounts . . 888 910 007 924 47.5 46.2 45.3 44.2

The ratio of current accounts to total deposits
increased steadily from 51.8% in June 1934 to
55.2% in December 1935. The average level of
current accounts in 1935 was £1,054 million, which
represents an increase of 10.69% over the
corresponding figure of the previous year (£953
" million). This considerable rise in current-account
deposits was ' not accompanied by a fully
proportionate advance in the clearing turnover,
just as the decline in deposits in the preceding
period had not prevented an expansion of clearings.!
The returns of the London Clearing House indicate
an increase of 5.8 % in total clearings during 1935
as compared with 1934, town clearings having
risen by 5.6% and metropolitan and country
clearings by 7.2 % and 8.1 % respectively.? As the
clearing banks added, on balance, only £5 million
to their cash reserves between December 1934 and
December 1935, their ratio of cash to total deposits
declining from 1X.0% to 10.6%, practically the
whole of the increase in currency which took place
in this period appears to have passed into private
circulation ; the estimated net circulation of notes
and coins in the hands of the public in Great
Britain and Ireland rose by 5.7% from £384.4
million in December 1934 to £406.5 million in
December 1935.

Of the changes in the banks’ earning assets
underlying the rise in deposits, the movement of
aggregate advances in 1934/35 contributed but
" litfle to the expansion of credit and failed to reflect
the substantial measure of trade recovery which

1 See Commercial Banks, 1929-1934, page 122.

2 Provincial clearings in 1935 were lower than in 1934,
place, the operation of the Liverpool Clearing has been restri N
County Bank by the District Bank in August 1935 reduced the Manchester Clearing figures.
admitted to the London Clearing as from January 1st, 1936.)

—_

took place in this period. Advances rose — it
is true — by £21 million between December 1934
and April 1935, having shown a similar increase in
the corresponding months a year earlier ; but in
the following eight months of 1935 they remained
practically constant. Though there was a slight
upward tendency towards the end of 1935, the
ratio of advances to total deposits fell in December
1935 to its lowest level during the pericd under
review.

The widest movement in .the banks' assets
between June 1934 and December 1935 took place
in their bill portfolio. The rise in this item from
£213 million in September 1934 to £284 million in
January 1935 was no doubt partly due to the
breakdown, in October 1934, of the informal
agreement of September 1933, by which the banks
had arranged not to bid for Treasury bills below
certain minimum rates of discount, Although a
new agreement was arrived at in Febyuary,
discounts showed, on balance, a sharp advance
during 1935. From the returns of the three banks
which publish their holdings of commercial bills
separately, it would appear that there was a
perceptible revival in commercial discounts in
1935. The bulk of the banks’ bill portfolio consists,
however, of Treasury bills, and the main factor
accounting for the rise in discounts in 1935 was the
increase in the outstanding tender issues of Treasury
bills from £450 million at the end of 1934 to
£565 million at the end of 1935. Just as the
decrease of nearly £150 million in tender issues of

but the figures are insufficiently comparable, as, in the first
cted since April 1935 and as, secondly, the absorption of the

(The District Bank was
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Treasury bills during 1934 had partly been due
to funding operations of the Government, so the
expansion of the floating debt in 1935 was partly
(to the extent of some £40 million) due to the
redemption of certain medium-term Treasury
bonds. Thus, the shift in banks’ resources from
discounts: to gilt-edged securities, which had
accompanied the funding of part of the floating
debt; was no longer in evidence in 1935. The
aggregate security holdings of the clearing banks
showed no marked trend in that year, the figure
for December 1935 standing only £1r million
higher than that for December 1934. At the same
time, prices of gilt-edged securities somewhat
declined during 1935, and the quarterly average of
the percentage yield of 249% Consols, which had
been 3.209% in the first quarter of 1934, rose from
2.79 % in the first quarter of 1935 to 2.96 % in the
last quarter of the year. -

Despite the increase in Treasury-bill issues,
short-term money remained abnormally cheap
during 1935. As was mentioned above, the
banks’ agreement regulating their bidding for bills
broke down in October 1934, following a steady
contraction in the volume of Treasury bills
outstanding, and the banks’ competition for bills
drove the average tender rate down to a record
low level of 0.2% in January 1935. In the
following month, however, the banks agreed to
refrain from purchasing, or tendering for, Treasury
bills below a minimum rate of $9%. After February
1935, the rate was, in fact, maintained consistently
above 1%, and it may be presumed that the
success of the new agreement was in some measure
due to the expansion of the floating debt. The
Treasury-bill rate even took a slightly upward
trend during the last three quarters of 1935, as
will be seen from the table below, showing quarterly
averages of the allotment rate for Treasury bills
and of the market rate for fine three-months’
bank bills during 1934 and 1935. (The official
discount rate of the Bank of England, the London
bankers’ deposit rate and the rate on Stock
Exchange loans remained unchanged throughout
this period at 2 %, $ % and 2} % respectively.)

UiﬂTED KINGDOM AND IRISH FREE STATE

Treasury Fine bank

Quarter bills bills

% %

1934: I. ... 0.87 0.97
. ... 0.87 0.93

Imr. ... 0.69 0.80

IV. ... 049 0.59

I S S 0.35 0.45
935 Ir. . .. 0.56 0.63
Imr.. . .. 0.58 0.60

IV 0.62 0.64

It is generally believed that the expansion of
Treasury-bill issues in 1935, like the contraction
in 1934, was to a considerable extent due to the
operations of the Exchange Equalisation Fund.
During 1934, the gold value of the pound sterling
depreciated by over 10%, and the Fund appears
to have effected substantial sales of gold and foreign
exchange in that year to support the sterling
exchange, using the sterling proceeds of these sales
to acquire Treasury bills — t.e., to redeem, in
effect, the Treasury bills it had sold in order to
finance its purchases of gold and foreign exchange
in' the preceding period. In 1935, on the other
hand, apart from two short periods of weakness
(February/March and September/October), sterling
was firm ; exchange rates with the gold currencies
showed, on the whole, remarkable stability ; and
the exchange value of the pound in terms of French
francs at the end of 1935 was almost exactly the
same as that at the end of 1934. London received,
on balance, a large inflow of foreign balances,
chiefly during the exchange disturbances which
certain Continental gold currencies experienced
during the year. To ofifset these inward movements
of capital, the Exchange Equalisation Fund appears
to have acquired substantial amounts of gold and
foreign assets during 1935 in exchange for sterling
balances obtained by the sale of Treasury bills on
the London money market. !

It does not seem improbable that the expansion
of bank deposits in 1935, like the contraction in the
preceding period, may have been influenced to a
certain extent by these movements of foreign funds,
the corresponding changes in banks’ assets being
similarly influenced by the amount of Treasury
bills issued on the market by the Exchange

! The amount of the gold and foreign assets of the Exchange Equalisation Fund is not known. The net import

of gold into the Uniteq Kingdom in 1935 amounted to some £70 million (calculated at the London market price of gold) ;
but this includes gold imported on private account and excludes, on the other hand, the changes — which are believed
to have been considerable — in the ** earmarked * gold stocks held by the Fund abroad, and cannot, therefore, be used as
a measure of changes in the composition of the Fund’s assets, A private estimate by F. W. Paisg (published in Economica,
February 1936) suggests that the Fund's gold and foreign assets, amounting to about 10 milliard French francs at the end
of 1933, had declined to about 2.5 milliard francs (about £33 million) at the end of 1934, rose to §.5 milliard francs by the
middle of February 1935, declined again (owing to an outflow of capital largely connected with the gold-clause judgment
m_t!ae United States) to 2.5 milliard a month later, and increased thereafter to nearly 11 milliard francs (about £145
million) at the end of 1935. This estimate is based on computations of the sterling assets of the Fund from the published
ng;:'g J:lgym:}l%iegzar;ugngﬂl:n I:leg b{? Go(;emnllent depa.rﬁments. It is assumed that the Fund’s sterling assets consist
e ﬁ:om its totat oy of.£3so th iilio::? s gold and foreign-exchange l}oldmgs are obtained by deducting its sterling
_ This method of calculatiqn rests on the further assumption — which may not be true — that the changes which occur
:;llln:rl:a?ol:zlg:ntgr:)tfegre?fﬁl:yu l()lklls of other. Government departments are unimportant. But the estimate, though it must
wi uer i i i
fluctuations, estimates of ohes . g‘s;l;eagzzz :: Zngae fairly well with other evidence, such as gold movements, exchange
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Equalisation Fund ; and this may possibly account
for the lack of correlation between the movement
of aggregate deposits on the one hand and the
clearing turnover on the other. The operations
of the Fund would not appear normally to affect
directly the amount of central-bank credit available
to the commercial banking system. Thus the
returns of the Bank of England provide no evidence
of sales of Treasury bills by the Fund to the Bank
of England during 1935. The gold acquired by
the Bank of England in the latter part of 1935
(see below) was, however, presumably purchased
from the Exchange Equalisation Fund. Moreover,
the Fund appears at times to have held part of
its sterling assets in the form of deposits at the
Bank of England (included under * Public
Deposits ”’ in the Bank’s returns). Thus, during
September and the first half of October 1935,
when the Fund is believed to have sold substantial

amounts of gold to offset an outflow of capital to .

the United States coupled with a seasonal weakness
of sterling, the sterling proceeds of these sales seem
to have accumulated at the Bank of England
instead of being used to repay Treasury bills,
Public deposits at the Bank of England rose, for
no other known reason, from £6 million on

September 4th, 1935, to £36 million on October gth,

remaining at that level until October 23rd, so that
the average amount of public deposits amounted
to £31 million in October as compared with £14.7
million in the previous and £19.5 million in the
succeeding month. Bankers’ deposits, on the other

hand, fell from an average of £92.6 million in:

September to £79.z million in October, and their
average ratio of cash to total deposits in the latter
month dropped to the unusually low level of x0.0 %.
In the second half of October, the trend of the
exchanges was reversed, and public deposits at
the Bank of England rapidly diminished, being

ScoTTisH

Deposits in the Scottish banks continued to rise
during 1934 ; the banks added still further to their
already large holdings of gilt-edged securities, and,
for the first time since 1929, there was an increase
in their loan and overdraft accounts. From the
reports of certain individual banks it would appear
that substantially the same movement — perhaps
even at an accelerated rate — continued during
1935. The following table shows the percentage
ratio to total deposits of each of the more important
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presumably used for renewed acquisitions of gold
;nd éoreign exchange by the Exchange Equalisation
und.

The position of the Bank of England during the
period under review may be illustrated by the
following table showing monthly averages of the
principal items of the Bank's weekly return :

June Dec. June Dec.
. 1934 1934 1935 1933
Issue Depariment ; £(000,000's)
Notes in circulation . 379.3 3968 '396.8 415.1
Govem(nent securities . . 254.8 256.5 257.9 257.4
Gold coin and bullion . . . 191.4 1g2.2 192.7 169.§
Banking Department :
Total deposits , . . ., , . 152.9 143.4 150.9 133.
OF ks 34 1500 1339
Public . .. .. .. 19.2 8.7 1L.3 0.X
Bankers’ . . .. .. 97.7 980 102.7 8.5
Other R 360 367 370 37.3
Total securities . . ., . , 97.8 1050 112.2 106.8
Of which:
Government . . ., ., . 80.3 855 o934 84.6
Discounts and ad-
vances . . . , . , 6.0 8.6 6.8 0.1
Other. . . .. . .. 1LY 10.g 12,1 13.1
Reserve of notesand coin .  73.0 563 566 45.0

The gold held by the Bank is still entered at the
old statutory parity. The gold stock showed a
slight but continuous upward trend during the
period in question. In view of the progressive
drain of notes into active circulation, and in order
fo prevent a further consequent fall in the reserve
of notes and coin held by the Banking Department
against its outside liabilities, the gold purchases of
the Bank were accelerated in the last quarter of
1935. The gold stock of the Issue Department
rose from £193.5 million on September 18th, 1933,
to £200.1 million on December 18th. If valued
at the current market price, the gold held at the
latter date would have been worth approximately

-£333 million,

BANKS.

items of the balance-sheets at the end of 193z,
1933 and 1934 :

1932 1933 1934
% % %

Cash . ... ...... 15.1 14.5 15.1
Moneyatcall , ., . . . . 9.3 9.1 " 9.5
Bill portfolio . . . . . . . 7-3 7.8 4.0
Investments . . . . . . . 49.1 56.0 56.5
Loans and advances 36.9 30.6 33.1
Acceptances . . . . . . . 1.8 2.2 3.4

BANKS IN THE IRISH FREE STATE AND NORTHERN IRELAND,

+ The following table shows the principal accounts
of the banks of the Irish Free State ; the figures
represent averages for three selected dates in each
quarter. It should be noted that, of the nine
banks operating in the Irish Free State, only two
confine their operations fo that country. Of the
remaining seven, four have their head offices outside

the Irish Free State and two have important offices
in London. The statistics published by the Irish -
Currency Commission show separately, however,
assets and liabilities within and outside the Irish
Free State. :

Deposits continued to fall throughout the period
1933-1935, but the decline slowed down appreciably
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December quarter 1933 | December quarter 1934 | December quarter 1935
£ (000,000's) " Withi Within _ Within
Freel Stl:te Elsewhere Free State Elsewhere Free State Elsewhere
1. Cashand bank balances . . . . . . . 5.2 10.0 5.0 8.8 5-3 9.8
2. Moneyatecall. . . . ... ... .. - 10.7 - 10.5 - 10.3
3.Bills . . .. e e e e e 5.7 2.4 5.4 1.8 5.2 1.2
4. Loansandadvances. . . . . . . . . 4z.7 25.0 4.7 24.5 43-9 23.7
s. Investments . . . . . . . . . - . 5.6 8s5.1 7.4 79.7 7.2 80.4
Total assets, . . . . « + « & 62.7 1378 66.2 129.8 65.1 130.0
6. Capital and reserves. . , . . . . . . I3.1 3.8 13.2 39 13.3 3.9
7. Notes in circulation . . . . . . « . . 5.X 3.1 5.X 3-3 5.7 3.5
8. Deposits . . . 4 . 4 0 04w w - .| 1238 46.1 119. 45.1 _I18.0 46.1
Total liabilities . . ., . . . . 145.7 54.8 141.6 54.4 139.5 55.5
Excess of assets outside Irish Free Stale over e e ——— e —
Liabilities outside Ivish Free State . . . . 83.0 75.4 74.5

during 1935. Loans and advances rose in 1934,
but declined slightly in the succeeding year. There
was a further substantial decrease in the net
external assets of the banks in 1934, mainly owing
to realisations of British Government securities.
In 1935, however, the fall in net external assets
was almost arrested.

The above figures relate to nine banks and
include the accounts of two Northern Irish banks
holding shares in the Currency Commission —
namely, the Northern Bank, Limited, and the

Discount

The following table summarises the position of
the three leading London discount houses :

£ (oo0,000’s) 1929 | 1932 | 1933 | 1934 | 1935
ASSETS,

1. Cash at bankers . . 2.6 =27/ 27 28 30
2, Investments . . .| 13.5| 20.2] 28.4| 35.5] 37.8
3. Bills discounted . .| 121.6] 117.0| 111.5] 90.6] 1015
4. Loans and sundry

accounts 2.5 2.8 18 29/ 4.6
5. Totalassets . . . .| 140.2| 142.7| 144.4| 131.8| 146.9°

LiaBiLITIES.
6. Capital and  re-

serves ., . . . . 6.z2| 70| 70| 70| 70
7. Loans, deposits, etc.

(including undivi- .

ded profits) . . .| 92.4| 105.0| 111.7| 105.7| 113.6
8. Bills rediscounted .| 40.3| 28.9] 24.9 18.3 25.5
9. Rebate, etc, , . . . 1.3 1.8 0.8 o8] 0.8
10. Total liabilities . .| 140.2 142.7| 144.4| 131.8] 146.0

_The unfavourable conditions with which the
discount market was faced in 1934 are reflected in
a sharp contraction of the combined balance-sheet
total shown above for 1934. Up to November
1934, the clearing banks lent to the market only
at a minimum rate of 19%. Outside money was
available at rates as low as }% to 3% ; but, as the
clearing banks constitute the main source of funds
to the discount houses, and as the rate on Treasury
and fine bank bills ruled appreciably below X%,
the carrying of bills with borrowed money was
rendered definitely unprofitable. In consequence,
bill portfolios were sharply reduced, while holdings

Ulster Bank, Limited. The following statement
shows separately the principal accounts of these
two banks and of the Belfast Banking Company,
Limited, and therefore gives a more accurate
reflection of banking developments in Northern
Ireland in recent years :

End of : 1032 1933 1934
£ (ocoo,000's} -
Cash in hand, ete. . . . . 8.0 5.7, 7.2
Discounts and advances. . 31.8 27.3 25.3
Investments. . . . . . . 2L3% 25.6 25.8
Deposits . ., . . .. .. 53.9 512 50.5
COMPANIES,

of securities were further increased. In November
1934, the clearing banks reduced their charge on
call and short-term loans against bills eligible fo,
discount at the Bank of England from 1% to $% .
but this did not alleviate the position of the’
discount market, since, at the same time, the
banks’ competition for bills depressed market
rates of discount well below 3 % between October
1934 and February 1935. In February 1935 — as
was stated above — the banks agreed not to bid
for Treasury bills below a minimum rate of }%,
and refrained in practice from bidding for bills,
covering their requirements by purchases from the
discount houses. - In consequence, bill rates were
maintained slightly above 49, and, as the banks’
call loan rate remained at 9, it became again
possible to carry bills at a small profit. Thus the
above table shows a marked expansion in 1935 in
the bill holdings of the three discount companies
included. The rise in their investments during
1935 was comparatively insignificant, especially
as the figure for the end of 1935 was probably
swollen by a new issue of x% Treasury bonds
made in December 1935, which appealed mainly
to the discount market and against which the
clearing banks agreed to lend at a rate of §%
instead of 1%. A further improvement in condi-
tions on the money market took place in January
1936, when the clearing banks agreed to reduce
their charge for short-term advances to the market
on the security -of British Government Jbonds to
4 %, while for advances on British municipal and
colonial securities the rate was fixed at 39%.
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SAVINGS BANKS.

The development of deposits in savings banks is
shown in the following table :

Recent monetary policy, by lowering the rates
obtainable on mmoney in the market and the

Savings Banks National commercial banks, has drawn funds into the savings

£ (600,000') Trotee [ Post O Savings banks, where a fixed rate of 2} % is still obtainable.

Savings | Savings | Total | Certif- In 1933, the downward trend of savings certificates

Banks | Banks cates in evidence since 1930 was reversed, and there has

since been an appreciable increase in th
1929 . . . . . 124.5 95.0 400.5 4’87'9 Outstandin pp y VOIume
1930 . . - . . 133.2 290.2 423.4 506.7 &
931 . . . . . 142.9 289.4 | 4323 439.3
p{+ v A 154.7 305.7 460.4 478.9
1933 + s o« o . 17%.4 326.7 498.1 484.4
1934 .« « . . 181.9 354.8 536.7 495.2
Balance-sheet Summary. ‘

I and 2. Cash Assels, elc.

The combined sums shown for the first two
groups of the Summary Table include the following
items : (a) ‘“Cash in hand” consisting of coin,
bank and currency notes and balances with the
Bank of England ; (b} balances with, and cheques
in the course of collection on, other banks ;
(¢) money at call and short notice. The balance-
sheet form. employed for the statistical summaries
of the Economist distinguishes between (¢) and
the total of (4) and (b} wherever {c) is shown
separately in the published accounts. It is, in
fact, shown separately by all the leading banks
throughout the period under review. In the case
of the banks not showing money at call as a
separate item, the total of (@), (b) and (¢) has been
included in the first column of the statement below :

Cash in hand Total
andattheBank| M {corresponding
£ (ooo,000's) | of England : oney to the sums
Balances with | atcalland | “shown in
: and cheques | SDBOFt motice Summary
End of on other banks Table)
1. joinl-Stock Banks in England
. and Wales.
1920 . . . . 328.4 152.9 481.3
1930 . . . . 325.6 146.8 472.4
I3 . . . 288.7 125.8 414.5
1932 . .. 296.9 149.3 446.2
933 . . . 300.8 145.3 446.1
1934 . . . 311.8 165.6 477.4
I1. Scottish Banks.
1929 . . . . 40.2 22.1 62.3
1930 . . . . 40.2 23.6 63.8
1937 . . . 39.3 2I1.X 60.4
1932 . . . 42.0 . 26.x 68.1
1933 . . - 40.9 25.7 66.6
1934 - o . 43.2 27-3 70.5
1II. Irish Banks.s
F. N. T. F. N. T. F. N. T.
629 . . . .| 8.9)6.2z5.1| 7.2| — | 7-2 16.1]| 6.2 {22.3
1930 . . .|.8.2| 5.8 |14.0| 6.7{ — | 6.7|14.9{ 5.8 |20.7
1931 . . . %| 7.7| 58 [13-5/ 99| — ! 99 17.6| 5.8 |23.4
932 . . . .| 9.7/ 8.017.7|11.8| — 11.8|21.5] B.o|29.5
1933 . . - .| 97| 5.7 |15-4) 8.9 — 8.9{18.6| 5.7 |24.3
1934 . ... .|10.5]7-T 17.6| 0.3 — | 9-3|19.8] 7.1 26.9

& F.— Irsh Free State. N.= Northern Ireland.

T.= Total.

3. Bills discounted and bought.

The figures given for ‘*bills discounted and
bought” in balance-sheet summaries do not
represent the total bill holdings of all the banks,
because some of the minor banks include Treasury
bills in their figures for Government securities
(group 4 (a) of the Summary Table). In
addition, a few banks do not show discounts
separately from loans and advances, and in such
cases they are included in group 7 of the Summary
Table. )

4 and 5. Investments and Securities; Partici-
pations.

The banks do not give full details of the
composition of their investments. A few of the
minor banks in England and Wales do not show
Government securities separately in their published
accounts. In such cases these are included under
4 (b) in the Summary Table. As mentioned above,
a minor portion of the sums shown under (a)
consists of Treasury bills not shown separately
by some banks. The ‘ other investments "’ are
mainly gilt-edged and do not, as a rule, include
stocks, shares and debentures of industrial
companies. The sums shown in group 5 of the
Summary Table for England and Wales represent
the investments in affiliations of the * Big Five "

They consist mainly of capital participation in
Scottish and Irish banks, and to a less extent in
foreign and other auxiliary financial institutions.
There is practically no direct participation in
industry and trade.

6. Due from Banks.

Sight balances with, and the cheques in course
of collection on, other banks are reported only by
the London clearing banks and are included in
their cash assets. Correspondent accounts are, as
a rule, merged with loans and advances under
assets and with deposits under liabilities in the
published statements of the joint-stock banks.

{Continued on page 130.

13
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UNITED KINGDOM AND IRISH FREE STATE.
I. JOINT-STOCK BANKS IN ENGLAND AND WALES.

Table 38 (a).

SUMMARY OF POSITION AT THE END OF :
ACCOUNTS
1929 1931 | %932 1933 1934
Numberof :Banks . . . . . . .. ) 16 16 16 16 16
* Branches and Sub-Branches . . . . . 9,815 | 10,178 | 10,066 | 10,060 { 10,086
ASSETS £ (000,000’s omitted)
.Cash . ... ... ... ... ...
(a)} Gold, silver and smallcoins . . . . . . ' : . _ ‘
(&) Inland notes and balances with Central } 481.3 414.5 | 446.2 446.1 477.4
Bank . . . .. ... ....... . ' B
2. Other Items of a Cash Nature . . . . . . .. - -
3. Bills discounted and bought. . . . . . . . . 224.3 234.X | 389.2 292.8 255.2
(a) Treasury bills . . . . .. .. .. .. — — -— — —
() Commercial bills, Inland . . . . . . . — -— — — —
(¢) Commercial bills, Foreign . . . . . . . — — — — —
4. Investments and Securities. . . . . . . . . . 260.7 304.7 496.6 587.6 611.6
(a) Government . . . . ... ... ... 232.5 275.6 459.0 544.1 566.2
(b)Other. . . . . ... ........ 28.2 29.1 37.6 435 45.4
5. Participations . . . . . . . .. ... ... 24.4 24.8 24.3 24.5 25.2
6 Due from Banks (Correspondents). . . . . . . — — — — —
(a) Athome . . . . ... ... .... —_ — — — —
(b) Abroad . . . .. .. ... ..... — _ — — —
7. Loansand Advances. . . . . ..., ..... 1,026.5 931.7 799.I | 764.2 785.7
{a) Oncurrentaccount . . . . . . .. . . — — — — — -
: (b)Other . . . . . . ... ... .... — — — — '
8. Cover for Acceptances . . . . . ... ... 179.3 109.7 96.7 122.0 131.2
9. Premises,etc. . . . . .. ... .. .... -
I0, Sundry Assets . . . . . . . .. . ..... 42.3 52.0 50.2 5T-3 - 599
Ir. Total Assets . . . . . . . . . . ...... 2,238.8 | 2,071.5 | 2,302.3 | 2,288.9 | 2,337.2
LIABILITIES. . .

;g CRapital p;id c111p ............... 78.1 8o.0 8o.0 80.0 8o.0
-Reservelunds . . . . . ... ..., . 63. .5 . .
14. Profit-and-Loss Accounts, Dividend Accounts,etc, 6.% Sg.o Sgg 522 sgg
15. Notes in circulation . . . . . . ., . ... . . 0.I 0.I 0.I 0.I 0.1

16. Cheques and Dralfts, etc., in circulation . . . . — — — — —_
17. Due to Banks (Correspondents) . . . . . . . . — — — — —
(a) Athome. . . ., . . ... ... ... —_ —_— _— —_ —
8D (b) Abroad . . . ... ... .. .... — — — — —
8. Deposits. . . . . ... ... ... .... I1,9I1.0 | 1,821.0 64. .
(a) Current accounts and sight deposits . o A0 20043 | 20252 | 2,0019
(b) Savingsaccounts . . . . . . . . . P — — — — —
(¢) Time or fixed deposits . . . . . . . . . — —_ — — —
A (@) Otherdeposits . . . . . . . ... . . — —_ — — —
I9. Acceptances and Endorsements. . . . . . . . .
20. Sundry Liabilities. . . . . . . . . . . . T3 TR 7| TR e
2I. Total Liabilities . . . . . ., ... . .. - .| 2,238.8 | 2,071.5 | 2,302.3 | 2.288.9 | 2,337.2
22. Value of currency in Swiss francs at the end of '
eachyear . . . ... ... ..,..... 2522 | 17.24 | 17.02 16.91 15.22
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Table 38 (a).

SUMMARY OF POSITION AT THE END OF ;

ACCOUNTS
' 1929 1931 1932 1933 1934
Numberof:Banks . . . . . . . ... ... .. 8 8 8 8 8
Branches and Sub-Branches . . . . . 1,633 1,718 1,663 1,826 1,852
ASSETS. £ (000,000’s omitted)
. Cash . . . . .. ... ... ... ..
(a) Gold, silver and small coins . . . . . .
(%) In]]?>an:lc notes and balances with Central ) 62.3 60.4 68.1 66.6 70.5
a e e e e e e e e e e e e
2. Other Items of a Cash Nature . . . . . . . . )
3. Bills discounted and bought. . . . . . . . .. 21.6 28.8 30.3 22.0 11.5
(a) Treasurybills . . . . . .. .. ... — — — —_ .
(b) Commercial bills, Inland . . . . . . . — — _— — —_—
(¢) Commercial bills, Foreign . . . . . . — — — — —
4. Investments and Securities. . . . . . . . : . 83.7 Y0I.4 136.7 157.7 161.1
(a) Government . . . . . . .. .. ... 76.6 9I1.5 125.0 143.6 146.5
(b) Other . . . . . .. .. ... ... 7.1 9.9 11.7 14.1 14.6
5. Participations . .- . . . . . ... . ... — — — — —
6. Due from Banks (Correspondents). . . . . . . — — — — —
(a) Athome. . . . . e e e e s e e e e — — — — —
(b) Abroad . . . . . .. ... ... — — — —_ —
7. LoansandAdvances . . . .. .. .. ... 132.5 104.3 92.6 86.3 94.8
(a) On current account . . . . . . . . .. — — — — —
(b) Other , . . . . . . . . .« ... .. — — — — —
8. Cover for Acceptances. . . . . . . . P 6.5 4.8 5.2 6.3 9.9
9. Premises,etc. . . . . . .. . .00 0. .
10. Sundry Assets . . . . . . . .. .. .. . 4.8 4.7 4.8 4.7 4.8
1r. Total Assets . . . . . . . . . . .. ... 3114 304.4 337.6 343.6 352.6
LIABILITIES,
r2. Capital paidup. . . . . . . e e e e e 12.0 13.5 13.5 13.5 13.5
13. Reserve Funds . . . . . . . . .. ... .. 15.7 17.2 17.3 17.4 17.5
14. Profit-and-Loss Accounts, Dividend Accounts, etc. 1.9 1.9 1.9 2.0 2.0
15. Notes in circulation. . . . . . . . .. . .. 2X.4 2I.4 2I1.0 19.2 21.4
16. Cheques and Drafts, etc., in circulation . . . . 3.0 2.1 2.3 1.5 1.6
17. Due to Banks (Correspondents). . . . . . . . e — — — —
(a) Athome. . . . . . .. . ... ... — — — — —
(b) Abroad . . . . . . .. . ... ... — — — — —_—
18. Deposits . . . . . . . .. . o ... .| 2509 243.5 276.5 281.7 286.7
(a) Current accounts and sight deposits . . . — — — — —
(b) Savingsaccounts . . . . . . . . . . . — — — — —
(c) Time or fixed deposits. . . . . . . . . — — — — —
(2) Other deposits . . . . . .. . . . .. — — — — —
19. Acceptances and Endorsements. . . . . . . . 6.5 4.8 5.1 6.3 9.9
20. Sundry Liabilities. . . . . . . . . .. . .. —- — — — —
21. Total Liabilities . . . . . . . . e e e e . 311.4 304.4 337.6 343.6 352.6
. Value of in Swiss francs at the end of
“ ea:]f ;ea.:u.n‘?n?y .............. 25.22 | 17.24 17.02 16.91 15.22
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Table 38 (a).

SUMMARY OF POSITION AT THE END OF :
ACCOUNTS .
1929 1931 1932 1933 1934
Numberof :Banks . . . . . . ... ... ... 9 9 9 9 9
Branches and Sub-Branches . . . . . 1,064 | 1,07I |-X,079 1,077 | 1,073
) ASSETS £ (ooo,ooo’.s omitted)
. Cash . ... .. .. ... S e e e |
(a) Gold, silver and small coins. . . . . . .
(b) Inland notes and balances with Central} 22.3 23.4 29.5 24.3 26.9
Bank . . ... .. ... .....
2. Other Items of a Cash Nature . . . . . . .. S
3. Bills discounted and bought . . . . . . . . . 4.9 20.1 29.0 24.8 4.
(a¢) Treasury bills . . . . . ... .. .. - — — — —
(b) Commercial bills, Inland. . . . . . . . — — — — —
{¢) Commercial bills, Foreign . . . . . .. — — — — —
4. Investments and Securities . . . . . . . . . 85.6 - 85.5 08.3 94.8 93.8
(a) Government . . . . . . .. .. ... — —_— — — —
() Other . . . . . . .. ... .. ... - — — — —
5. Participations . . . . . . . ... .. ... — — — — —_
6. Due from Banks (Correspondents). . . . . . . — — - | — —
' (a) Athome. . . . . . .. ... .... — — — — —_
~ (8) Abroad . . . . . .. .. oL L. .. —_— — — — -—
7- Loansand Advances . . . . .. ... ... 92.1 68.9 63.8 63.7 81.0
(a) On currentaccount . . . . . .. . .. — — — — —
(b)Other . . . . ... .. ....... — — — — —
8. Cover for Acceptances. . . . . .. ... .. 0.I 0.1 0.2 0.4 0.4
g. Premises,etc. . . . . . ... .......
I0. Sundry Assets . . . . . . . .. .. .. .. ‘ 3.0 33 31 3.0 2.9
11, TotalAssets . . . . . . ... ....... 208.0 2073 223.9 211.0 209.1
LIABILITIES.
12. Capitalpaidup. . . . . . ... . . .. ... 8.6 8.7 8.6 8.7 8.7
I3. Reserve Funds . . . . . . ... ... ... 9.7 8.9 8.9 g.0 9.2
X4. Profit-and-Loss Accounts, Dividend Accounts,etc. 1.0 0.8 0.9 0.9 0.8
15. Notes in circulation. . . . . . . . e e e . 10.2 - 8.7 8.8 8.9 9.1
16. Cheques and Drafts, etc., in circulation . . . . — — — — —
I7. Due to Banks (Correspondents) . . . . . . . . — — — — —
(a) Athome. . . ., .. ... ...... — — — — —
8 D (b) Abroad . . . . . ... ... ... .. — — — — —
8. Deposits . . . . . . . ... ... ... .. 176.4 178.0 196.3 183.0 180.
(a) Current accounts and sight deposits. . . — —_— 9— — _9
(b) Savingsaccounts . . . .. ... ... — — — — —
(c) Time or fixed deposits. . . . . . . . . — — —_ — —
(d) Otherdeposits . . . . . . .. .. .. — — —_ — R
I9. Acceptances and Endorsements. . . . . . . . 0.I 0.I 0.2 0.4 0.4
20. Sundry Lijabilities. . . . . . . . . e e e 2.0 2.1 0.2 0.I —
2r. Total Liabilities . . . . . . ..., ... .. 208.0 | 207.3 2239 | 2110 209.1
22. Value of currency in Swiss francs at the end of
eachyear. . . . . .. .... IR 25.22 17.24 | 17.02 16.91 15.22
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Table 38 (3).

I. JOINT-STOCK BANKS IN ENGLAND AND WALES.

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS
, AND DISTRIBUTION OF PROFITS
ACCOUNTS FOR THE YEARS
1929 1931 1932 X933 1934
NumberofBanks. . . . . . .. ... ... .. 12 12 12 12 12
£ (000,000's omitted)
Capltal paidup. . . . ... ... ... .. 74. 8 .8 8 8
. Reserves and Undnnded Profits . . . . ... .. 67.3 236 233 233 %io
I. Gross Profits. . . . . . ... ... .... 13.98 10.89 9.88 | 10.04 10,53
To be deducted :
2. Expenses . . .. ... ... ..., —_ — — —
(a) Salaries, etc ........... e e . — — — —_ —
(b) Other working expenses . . . . . . . . — — — — —_
(c) Taxes,etc.. . . . . . . . . ..... — — — — _
3. Reserved for Pension Funds ete. . . ... .. 0.89 0.37 0.37 0.42 0.37
4. Written off on (Deprec1a.t10n Accounts for) . 1.48 0.03 0.25 0.20 0.70
(a) Premises,etc. . . . . ... ... .. 1.48 0.03 0.25 0.20 0.70
(%) Investments and securities. . . . . . . —_ — — — _
(¢c) Otherassets . . . ... ... . ... — — — — —
5 gemalcxlnfng Neic:l 1;:0f1t EERARREEEEE 11.61 | 1049 | 926 | 9.42 | 9.46
. Carried forward from preceding year . . . . . 6.1 8 5.6 8 "6.00
7. Taken from Reserves or Capital . . . . . . . — 2 5— ¥ —9 §——9 —
8. Total Amount disposed of for Dividends, etc.. . | '17.80 16.33 15.22 | 15.31 15.46
9. Carried to Reserves. . . . . . . . .. e e 1.28 I1.43 0.73 0.73 .60
10. Dividends . . . . . . . . . .. ... ... 10.46 8.94 8.60 8.58 8.77
II. Directors’ Fees,etc.. . . . . . . . . . . .. — — — — —
12. Carried forward to following year. . . . . . . 6.06 5.96 5.89 6.00 6.09
13. Totalasabove . « « o o o v v o v e e e .. 17.80 | 16.33 | 1522 | 1531 | 15.46
14. Value of currency in Swiss francs at the end of
each year . . . . . ... ... .. ... 25.22 17.24 | 17.02 | 16.01 15.22

-

7. Loans and Advances.

As already mentioned, this item includes
discounts not shown separately by some of the
minor banks, and part of the correspondent
accounts.

g and Y0. Premises and Sundry Assets.

Premises are not .shown separately in the
statistics of the Economist, but they constitute
practically the whole of the joint sums shown
in the balance-sheet summaries. It is genera.]ly
recognised that the market value of the premises

of the banks exceeds their book value and that
important reserves are therefore concealed in this
item of the aggregate balance-sheet.

13. Reserve Funds.

In addition to the ordinary reserve fund shown in
the Summary Table, other reserves are maintained
to meet emergencies. These other reserves are
included under deposits in the published statements.
Moreover, additional resources are concealed by the
fact that the premises and the investments of the
banks are booked below their actual market value,



190

UNITED KINGDOM AND IRISH FREE STATE.

Table 38 (5).

II. SCOTTISH JOINT-STOCK BANKS.

MMARY OF PROFIT-AND-LOSS ACCOUNTS
SU AN]'S)( DISTRIBUTION OF PROFITS
FOR THE YEARS:
ACCOUNTS
1929 1931 1932 1933 1934
Number of Banks, . . . . . . e e e e e e e 8 8 8 8 8
’ £ (000,000’s omitted)
Capital paidup . . . . . . . e e e e e e e e 12,0 13.5 13.5 13.5 13.5
Reserves and Undivided Profits . . . . . . . . . 17.7 19.3 19:4 19.5 19.2
L GrossProfits . » . . v v v v v v v e 279 | 274 273 27| 275
To be deducted :
2. Expenses . . ... ... .. 000, — — — — —
(a) Salaries,etc. . . . . . . .. .. ... — — — — —
(b) Other working expenses . . . . . . .. —_ — — — —
{c) Taxes,etc.. . . . . ... ... ... — — —_ — —
3. Reserved for Pension Funds, ete. . . . . . . . 0.23 0.15 0.13 0.16 0.22
4. Written off on (Depreciation Accounts for) 0.26 0.22 0.22 0.16 0.30
(a) Premises,etc. . . . . .. ... ... 0.26 0.22 0.22 0.16 0.30
(b) Investments and securities. . . . . . . — — — — —
(c) Otherassets . . . ... ... .... — — - — —
5. Remaining Net Profit . . . . . . . . . e 2.30 2.37 2.38 . 2.39 2.23
6. Carried forward from preceding year . . . . . 2.00 2.09 2.05 2.08 2.12
7. Taken from Reserves or Capital. . . . . . . . — — — — —
8. Total Amount disposed of for Dividends, etc.. . 4.30 4.46 4.43 4.47 4.35
9. CarriedtoReserves . . . . . .. ... ... 0.53 0.57 0.53 0.53 0.37
10. Dividends . . . . . .. .. .. e e e e I.71 1.84 1.82 1.82 1.86
II. Director’'s Fees,etc.. . . . . . . ... ... — — —_ — —
12. Carried forward to following year. . . . . . . 2.06 2.05 2.08 2.12 2.12
13. Totalasabove . . . ., . . . .. e e e e 4.30 4.46 443 4.47 4.35
14. Value of currency in Swiss francs at the end of
each year . . . . . ... .. e e e e 25.22 17.24 17.02 16.91 15.22

15. Notes in Circulation,

Joint-stock banks do not possess the right
of note issue in England and Wales. The small
note circulation shown in the Summary Table for
England and Wales refers exclusively to the Isle
of Man, which is not governed by the English
currency legislation. The legislation governing the
note issue in Scotland and Ireland was set out in
detail in the first edition of this Memorandum, °

17. Due to Banks.
The correspondent accounts as a rule are not

shown separately, but are merged in the deposits
in the published statements of the banks.

18. Deposits.

The banking statistics as regularly published
in English sources do not show current accounts
separately from deposit accounts. The report of
the Macmillan Committee gave these details for
the deposits of the London Clearing Banks for the
period January 1919-March 1931, and a continua-~
tion of these series is published currently in the
Bank of England Statistical Summary and in the
League of Nations Monthly Bulletin of Statistics.
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III. IRISH JOINT-STOCK BANKS.
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Table 38 (b).

SUMMARY OF PROFIT-AND-LOSS A
. ‘ AND DISTRIBUTION OF PROF Ic'lgSOUNTS
ACCOUNTS FOR THE YEARS :
1929 I931 I§32 1933 1934
quber ofBanks. . . . ... ... ...... 9 9. 9 9 9
£ (000,000’s omitted)
Capitalpaidup . . . .. ... ... ..... 8.6 8. 8.6
Reserves and Undivided Profits . . . . . . . . .| T0T g.g 9:3 gz 1(8):(7)
I. GrossProfits . . . . . . ... .. ... . e 1.72° 1.62 1.43 1.34 1.34
To-be deducted :
2. Expenses . . . . ... ........ . . — — — — —
(a) Salaries,etc. . . . . . . . ... ... — — — —_ —
{b) Other working expenses , . . . . . .. — — — — —
(¢) Taxes,etc.. . . . . . . ... .... — — — —_ —
3. Reserved for Pension Funds, etc. . . . . . . . 0.02 0.02 0.02 — 0.0
4. Written. off on (Depreciation Accounts for) . 0.09 - .04 0.03 — 0.03
(2) Premises, etc. . . . .. e e e e e . 0.09 0.04 0.03 —_ 0.03
(b) Investments and securities. ... . . . . —_ — — —_ —
(c¢) Other assets . . . . . B — — — — —
g. gemalénfng Nei(:lI;'oflt R T T T 1.61 1.56 138 | 1,34 1.30
. Carried forward from preceding year . . . . 0.44 0.44 040 | o. 0.48
7. Taken from Reserves or Capital . . . . . .. — — —4 —44 j
8. Total Amount disposed of for Dividends, etc.. . 2.05 2.00 1.78 1.78 1.78
9. Carried to Reserves . . ... . . . .. e . . .| 0.40 0.48 0.38 0.35 0.40
10 Dividends . . . . . . . . . ... ... .. 1.16 1.12 096 | 0.95 0.97
I¥. Director’'s Fees,etc.. . . . . . . . . . . .. — — —_ — R
1z. Carried forward to following year. . . . . . . 0.49 0.40 0.44 | 0.48 0.41
13. Totalasabove . . . . . . . . ... . ... 2.05 2.00 1.78 1.78 1.78
14. Value of currency in Swms francs at the end of
each year . . . . . . e e e e e e e 25.22 17.24 17.02 16.91 15.22

The division of total deposits into current accounts
and deposit accounts for the years covered by the
Summary Table is shown below :

"Monthly averages, December

£ (000,000’s)

1929, I931 1932 1933 1934
Current ac-
counts . . .| o957.7| 865.1| 99L6| 1,015.4| I,044.4
Deposit ac- :
counts . . .| 8&is.x{ 845.8] 0962.3] go0.2| ©09.8.
Total . . .| 1,772.8] 1,710.9| 1,954-4| 1,915.6 1.954.2

19." Acceptances and Endorsements.

The greater part of the sums given represents
bills accepted by the banks on behalf of their
customers. These are almost entirely foreign bills
accepted on behalf of home importers.

The figures shown in the Irish Summary Table
refer almost exclusively to the Northern Irish
banks, the acceptance business of the Free State
banks being insignificant.
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" Sammary of Profit-and-Loss Aecounts.

Some of the minor English joint-stock banks
are omitted from the profit-and-loss statistics of
the Ecomomist, on which the Summary Table is
based. The banks included are, hovaer, fully
representative, the aggregate of their capital and

reserves constituting over g9 9% of the total

capital and reserves of all the banks included in
the Balance-sheet Summary Table in 1933. The
profit-and-loss statistics for the Scottish and Irish

banks are complete.

1 and 2. Gross Profits and Expenses.

As most of the banks in the United Kingdom
and the Irish Free State adhere to the practice
of deducting working expenses and income tax
before disclosing their profit, these items have
been excluded throughout. In recent years, the
banks have disclosed their profits ¢ after making
appropriations to contingency accounts out of
which provision has been made for bad and
doubtful debts . It is impossible to tell from
this vague phrase to what extent depreciation of
assets has been covered out of earnings and to
what extent out of undisclosed reserves. The
amount shown as profits is entirely at the discretion
of the directors.

It is evident, then, that the sums shown under x
in the Summary Table do not represent gross profits
in a true sense and are not comparable with the
corresponding figures given in the profit-and-loss
summaries for other countries.

3. Reserved for Pension Funds.

This item of the Summary Table is headed
“ Staff "’ in the statistics of the Economist and
includes all allocations for the benefit of the banking
staff, which are shown separately' by the banks.

4. Depreciation.

As mentioned in the note to group 1 above, the
banks do not show depreciation of investments in
their published accounts.

6 and 12. Sums carried forward.

The amounts shown in the summary for Scottish.
banks include the ‘“Rest” (i.e., the Reserve
Funds) of the Royal Bank of Scotland.

10, Dividends.

The dividend figures given include a certain
proportion of income tax not deducted from the
sums distributed to shareholders by a number of
banks.
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The improvement in the American monetary
and banking situation, which set in during 1933,
was maintained in 1934 and 1935, when there was
a large expansion in deposits accompanied by an
extraordinary increase in liquidity. While the
favourable development of the banking position
in 1933 was largely due to a series of Governmental
measures and to the open-market operations
undertaken by the Federal Reserve Banks,!
the growth of deposits and accumulation of
huge reserves in 1934/35 were mainly due to
disbursements by the Treasury of the proceeds
from the sale of public securities and from the
revaluation of the dollar and to a large influx of
gold. In the two years ended December 3ist,
1935, the fotal gross indebtedness of the United
States Government rose by about $7,000 million
and obligations fully guaranteed by the United
States Government rose by about §4,500 million.?
Of this total increase of some $11,500 million in the
direct and indirect obligations of the Federal
Government, over half was taken over by the
commercial banking system, member banks alone
adding about $4,600 million to their holdings of
Federal direct and guaranteed securities. At the
same time, there was'a net import of gold of about
$2,800 million between February gth, 1934 — 1.,
immediately after the devaluation of the dollar —
and the end of December 1935. The total monetary
gold stock, exclusive of the $2,813 million increment
resulting from the revaluation of the dollar, rose
by $3,044 million during the same period.

The growth of bank deposits and expansion in
the principal earning assets of the banks may be
seen from Table I.

Table 1. — Arr Banks ® : LOANS AND INVESTMENTS (A)
anp DEerosiTs (B).

Non-member

Total banks

Member banks

$(ooo0,000's) .
A B A B A B

30.VLIO33 - 40,075 | 37,998 24,786 | 23,338 | 15,290 14,660
30.X1L1933 | 49,319 38,505 25,219 23,771 115,110 | 14,734
30.VLI1934 |42,502|41,870(27,175]|26,615 15,327 | 15,255
3I.XIL.1934 | 43,458 44,771 |28,150|28,043 | 15,308 | 15,828
20.v1.1935 |44,416145,766128,785|29,496 | 15,631 16,270
3L.XILIG3S . . 29,9851 32,159 . .

2 Including mutual and stock savings banks in addition
to national banks, State banks, trust companies and private
banks,

1 See Commercial Banks, 1925-1933, pages 255-261, and
"of the development of the banking crisis and the events whi

banks.

Part of the rise in these accounts in 1934, in
particular among member banks, was due to an
increase in the number of banks operating on an
unrestricted basis and to the accessions to active
membership in the Federal Reserve System. The
total numper of banks rose from 15,011 at the end
of 1933 to 16,042 at the end of 1934, and the
number of banks members of the Federal Reserve
System rose from 6,011 to 6,442 during the same
period. During 1935, there appear to have been
no significant changes in the structure of the
commercial banking system. At the end of June
1935, the total number of banks stood at 15,994
and the number of member banks at 6,410. The
number of banks suspended, placed in liquidation
or receivership also showed a marked decline by
comparison with 19343  There was also a
significant growth in the relative importance of
banks members of the Federal Reserve System ;
their share in total deposits rose from 619 at the
end of 1933 to 69% at the end of June 1935.
Another factor tending towards greater unification
of the commercial banking system and increased
Federal control was the increase in membership
of the Federal Deposit Insurance Corporation.
This Corporation, which was set up as a temporary
organisation through the Banking Act of 1933 and
made permanent by the Banking Act of 1935 (see
below), counted, at the end of June 1935, 14,176
members with total deposits, including inter-bank
accounts, amounting to $40,335 million as against
13,867 members with total deposits amounting to
$35,767 million at the end of June 1934.

During the two years 1934 and 1935, net demand
and time deposits of member banks increased by
over $8,400 million — that is, by slightly more than
the amount borrowed by the Federal Government
to finance budgetary deficits, etc., in these years.
This large increase in their deposits, which raised
them, at the end of 1935 to a level higher than at
the end of 1929 and only $900 million less than the
record figure of 1928, was accompanied by an
expansion of only some 84,700 million in their
principal earning assets. The difference was used
by the banks to enhance their liquidity both by
accumulating large cash reserves and reducing
their indebtedness with the Federal Reserve
banks.

Commercial Banks 1929-1034, Pages 144-147, for an account
ch led to the improvment after the gradual re-opening of the

* This figure includes unissued bonds of the Home Owners’ Loan Corporation covering loans in process.

i i ix li i i i ilti ded or put on
s Whereas during 1934 fifty-six licensed banks with total deposits amounting to s 37 million were suspen 0
a restricted basis, duf-i.ug 193 5ty;nly thirty-four licensed banks with deposits amounting to $10 million were subjected to

the same restrictions.

The number and importance of non-licensed banks placed in liquidation, receivership or otherwise

absorbed also declined, fifty-eight banks with deposits amounting to $29 million having so disappeared during 1935 as
against 920 banks with deposits amounting to $647 million during 1934.
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Table 2. — Excess CasH RESERVES o MEMBER BANKS AND BiLLs DISCOUNTED AT THE FEDERAL RESERVE Banks,
1934 AND 1935.
(Averages of daily figures.)

Dec. 1933 June 1934 Dec. 1934 June 1935 Dec. 1935
A, Exg?:ksl?'escmcs of all Member $(000,000'S)

{a) New York City . . . ., . . 96 532 . 556 915 1,350
(b) Other Reserve cities . . . . 473 800 800 1,079 1,133
(¢} “Country ” banks , . . ., . 197 353 392 443 499
Total Excess Reserves . . . 766 1,685 .1,748 2,438 2,983
B. Legal Reserves . . . . . . . .- 1,822 2,105 2,289 2,541 2,733

C. Bills Discounted at Federal Reserve '
Banks ., . . . . ... ... 117 28 10 8 6

Of the increase of $3,128 million in total reserve
balances between the end of 1933 and the end of
1935, only $91x million were required as reserves
against fresh deposits. The remaining $2,217
million were held as excess cash reserves. Not
only did excess reserves attain record levels in 1933,
but at the end of that year were even $250 million
higher than legal cash reserves. The increase in
excess reserves was most marked for New York

Table 8. — ITEmMs RELATED TO MEMBER BANK RESERVES,

City banks, which alone account for over 609 of
the total rise in excess reserves. Indebtedness
with the Federal Reserve banks was almost entirely
liquidated ; at the end of 1935, the discounts of the
Federal Reserve banks stood at $6 million as against
$1,432 million at the height of the banking crisis
on March 4th, 1933.

Table 3 sets out in more detail the factors
affecting member bank reserves.

(Averages. of daily figures.)

Change
Dec. June Dec. June Dec. Dec. 1933
1933 1934 1934 1935 1935 to
Dec. 1935
A. Federal Reserve banks' holdings of : $(000,000's) _
1. U.S. Govt. securities . ., , , ., . ., . . 2,432 2,424 2,430 2,431 2,430 - —
2. Bills , .. ... e e e e e e 101 7 | 6 5 5 —96
3. Monetary gold stock (excluding profits of . )
revaluation) . . ., . ..., ., .. V..l 4,036 5,021% 5,391% 6,225 7.272% +3.236
B. Treasury Cash and deposits with F.R. banks 357 3.054b 3,120 2,989 2,869 2,512
C. Treasury Deposits with all member banks . 967 1,658 1,636 779 844 —123
D. Money in circulation . . . ., ., ., . ... 5,523 5:341 5.577 5.522 5.897 +374
Of which— (a) Treasury Notes. . . . . , . (287) (281) (266) (286) (276) (—11)
(b) National banknotes. . . . . (918) {902) (820) (704) {458} {—460}
E. Bills discounted by Federal Reserve banks . . 117 28 10 8 6 —I1X
F. Member-bank reserve balances ;
LTotal. . o .o v ... .. 2,588 3,790 4.037 4,979 5.716 +3,128
2z, Excess . . . . ... L. 766 1,685 1,748 2,438 2,083 +2,217

& Excluding profits of revaluation, $2,81r3 million.

b Increase by comparison with December 1933 represents principa.lly_' increment resulting from the reduction in the

weight of the gold dollar, $2,813 million.

It will be seen that the increase in total member-
bank reserve balances in the two years ended
December 31st, 1935, was almost equivalent to the
total expansion in the monetary gold stock,
exclusive of the increment due to the revaluation
of the dollar, During 1934/35, the security holdings
of the Federal Reserve banks showed practically
no variation, so that no additional funds were
forthcoming from this source after the important
security purchases effected in 1932 and 1933.
Treasury notes showed no appreciable increase
during this period, whereas national banknotes

declined chiefly as a result of retirement. The
cash resources of the Treasury (items B and C of
Table 3 above) after being replenished to the
extent of $2,813 million by the profits of the
revaluation of the dollar at the end of January
1934, showed a strong tendency to decline, and
suggest that some $500 million of the revaluation
profits were disbursed by the Tréasury, thus
providing an additional factor in increasing further
the cash reserves of member banks. Against these
factors tending to increase member-bank reserves,
certain factors tended to decrease them — namely,
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a rise in the total note circulation, the repayment
. of indebtedness of member banks to the Federal
Reserve banks, reduction in the Reserve banks’
holdings of bills and acceptances, and increase in
non-member bank reserves with the Federal
Reserve banks. The increase in money in
circulation was — seasonal fluctuations apart —
not important until the second half of 1935. By
the spring of 1934, the member banks were already
practically free of debt to the Federal Reserve
banks. Non-member bank deposits with the
Federal Reserve banks which influence member-
bank reserves because changes in them are brought
about by transfers of funds to or from member
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banks also rose gradually from an average of
$143 million in December 1933 to an average of
$276 million in December 1935.

'.I‘hg increase in the monetary gold stock, the
principal factor in the recent accumulation of cash
reserves, was due almost entirely to gold imports
which set in with the stabilisation of the dollar
at 59.06 % of its former gold parity on January
31st, 1934, and continued throughout 1934 and
1935. The movements of gold into the United
States since the end of January 1934 are set out in
Table 4 below according to the four principal

periods during which there were the largest imports
of gold :

Table 4. — NET IMPORTS OF GOLD INTO THE UNITED STATES, FEBRUARY 1934 T0 DECEMBER 1935,

I 1I

111 . v Total net

Net imports from . Feb. oth

to April 10th, 1934

Nov. 8th, 1934,
to Feb. 21st, 1935

imports
Feb. 1st, 1934,
to Dec. 31st, 19318

April sth

Sept. 10th,
to June zoth, 1935

to Dec. sth, 1935

United Kingdom.

$(oco,000's) of new parity

Pioted Mingdom . - . . - 376 146 2 1351 820
TANCE . . . . . . . . . . 127 152 347 471 1,195
Net!lerlands ....... 74 42 118 58 323“
India . . ... .. ... I5 42 3 39 154
Canada. . . . . . . .. . 20 31 17 27 181
Allother . . . . . ., . .. 36 45 13 19 1978
Total . . . .. 648 457 501 766 2,876

2 Provisional.

The heavy movement of gold into the United
States does not reflect excess payments to that
country on ordinary transactions. The favourable
balance of trade on merchandise account amounted
to $478 and $234 million in 1934 and 1935
respectively. In the former year, this excess,
together with mnet income from service items,
represented an amount of only $466 million to the
credit of the United States, and in the latter year
the export surplus, together with income from
foreign investments, appears® to have been more
than balanced by tourist expenditure abroad,
immigrants’ remittances, and freight payments to
foreign vessels. Gold imports into the United
States therefore represent principally movements
on capital account induced partly by the
repatriation of American capital which had sought
refuge abroad prior to the embargo on gold exports

"in March 1933 and partly by the movement of

foreign capital to the United States. The former

occurred principally during the first period of large
gold movements — namely, between February
oth to April 1oth, 1934 — and the movement of
foreign capital into the United States, induced
"largely by disturbed political conditions, fears
relating to various currencies, and by increased
- purchases of American securities, has been the

1 Federal Reserve Bulletin, October 19335, page 641.

dominant factor in the imports of gold since April
roth, 1934.2

Apart from the accumulation of huge cash
reserves, the other significant developments in
American commercial banking during 1934/35
were a large expansion in security holdings, in
particular, United States Government securities
and the continued reduction of loans and advances.
These two developments may be examined on the
basis of the total loans and investments of the
member banks, whose detailed movement and
percentage distribution since December 1933 are
set out in Table 5.

The decline in member-bank loans continued
uninterruptedly from the stock-market crash of
1929 to the end of 1934 ; since then, there has been
a slight recovery in total loans due to increases in
commercial — ** all other ” — and in open-market
loans, more than offsetting the continued decline
in security loans. Despite this recent recovery,
the relative importance of total loans in the
aggregate earning assets of the banks has continued
to decline, their place being increasingly taken up
by investments in securities — in particular, direct
and guaranteed Government securities. At the
end of 1935, total loans constituted 41 % of total
earning assets as against 73% on October 4th,

3 See Commercial Banks, 1929-1934, pages LxxVI to xc1, and chapters in the present volume on Belgium, France,

the Netherlands and Switzerland.
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Table 5. — MeMBER Bank Loans AND INVESTMENTS BY CLASSES, 1933 TO I935.
Amount ${000,000's) Percentage distribution
Oct. 4th, | Dec ;oth Dec. 31st
ct. 4 i ec. r
Dec. 1933 | Dec. 1934 | Dec. 1935 1930 1933 rooe tooa
1. Total Loans . . . . . . . . v v .| 12835 | 12027 | 12,159 72.9 50.9 42.7 40.6
{a) Loans to customers :
i. Security loans . ... . . . . 3.772 3.297 3,087 22.6 15.0 11.7 10.3
ii. Real estateloans. . . . . . 2,359 2,273 2,287 8.8 9.3 8.1 7.6
iii. ““All other ”loans , . . . .| 5,185 4,940 5,160 33-3 20.6 7.5 17.2
b} Loanstobanks ., . . . . . . 287 155 98 1.9 1.1 0.6 0.3
{¢) Open-market loans. . . . . . . 1,232 1,362 1,530 6.3 4.9 4.8 5.1
2, Total Investments . . . . . « . « x2,386 16,122 I7.775 271 49.T 57.3 59.4
{a) United States Government secu-
rities :
i. Direct. . . . . .. . 7.254 9,506 10,500 11.2 28.8 35.2 35.1
ii, Guaranteed , ., . . . . . . 989 1,768 — 3.5 5.9
(b) Other securities . . . . . . . . 5,132 5,227 5,506 15.9 20.3 18.6 18.4
Total Loans and Investments .| 25,220 28,150 29,034 100.0 100.0 . I00.0 100.0

1929, whereas security holdings represented over
599% as against 27 % just before the stock-market
crash. The contraction in the lending activities
of the banks reflects the failure of the commercial
demand for credit to revive in spite of a considerable
improvement in business conditions which must be
largely attributed to the plethora of funds produced
by Government borrowing and spending. The
repayment of bank loans was no doubt largely

facilitated by the credit extended by Government
Corporations and credit agencies, providing credit
facilities on long as well as short term. The
extent to which such credit was made available
may be seen from Table 6, showing the movements
since the middle of 1934 in the loans of organisations
financed wholly and partly from Government
funds :

Table 6. — LoanNs oF GOVERNMENT CREDIT CORPORATIONS AND CREDIT AGENCIES,
JUNE 30TH, 19034, TO DECEMBER 3IST, 19335.

June 1934 Dec. 1934 June 1935 Dec. 1935
1. Loans of organisations financed wholly from Government ${o00,000's)
funds (inclusive of preferred stock) . . . . . . . . .. 3.321 2,904 3,097 3,050
Of which— (a) R.F.C.Loans . , . . , . . .. . ... (1.887) (1.436) {1,380) (1,401)
(b) Preferred stock, capital notes and deben-
tures held by the RF.C. . . . . . . . (780) {834) (873) (872)
2. Loans of organisations financed partly from Government
and partly from privatefunds . . . . . . . . . . 3.223 5,257 5,798 6,122
Total. . . . ... ... 6,544 8,161 8,895 0,172

With the exceptiony of the Reconstruction
Finance Corporation, most organisations covered
by the above table were established after the
banking crisis of March 1933. Of the organisations
financed wholly from Government funds, the most
important is the Reconstruction Finance Corpora-
tion.! The total loans (inclusive of the preferred
stock, capital notes and debenture holdings) of
this group rose by $§r1,095 million from the
proclamation of a general banking holiday on
March 4th, 1933, to June 3oth, 1934.2 Since that
date, their total loans have tended to decline; the
fall is entirely due to a contraction in loans to

! The others are the Commodity Credit Corporation, the
the Regional Agricultural Credit corporations, the Production
Fleet Corporation. -

banks by the Reconstruction Finance Corporation
and is further evidence of the improvement in the
position of the banks. In both 1934 and 1935,
repayments by banks and other private credit
agencies were substantially larger than new loans
made. Total repayments on all accounts in 1935
amounted to $665 million, as compared with new
loans of $591 million. Of the latter, only some
$130million constitutedloansto banks,theremainder
being advances to the Public Works Administration
and to industrial, commercial and other enterprises.
The slight increase during 1934/35 in the holdings
of preferred stock, capital notes and debentures by
i

Export-Import banks, the Public Works Administration,
Credit Corporation, and the U.S, Shipping Board Merchant

2 Statement by the Secretary of State on August 28th, 1934.
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the Reconstruction Finance Corporation represents
sale of capital obligations by the banks not so much
for the repayment of debt as for the rebuilding of
their capital structure! The second group
included in the above table consists of organisa-
tions? which derive nearly all their funds by issuing
their own securities. Many of these securities
are fully guaranteed by the United States Govern-
ment both as regards interest and capital ; of total
liabilities of the whole group of organisations at the
end of 1935 amounting to $8,106 million, obligations
fully guaranteed by the United States Government
constituted over half — i.e., $4,293 million — and
the interests of the United States Government
in the form of capital stock, etc., amounted to
$1,157 million. These organisations may therefore
be considered as predominantly Government
institutions. Their loans, which are largely
mortgage loans, rose very rapidly in the second
half of 1934 and, at the end of December 1935,
were almost twice as high as at the end of June
1934. The growth reflects principally increases
in the farm and home mortgage loans made by the
Farm Credit Administration and the Home Owners’
Loan Corporation.

The only signs of recovery in the lending activities-

of the commercial banks are the recent increases in
member-bank commercial loans — ** all other ”
loans and open-market loans (items 1(a) iii and
I(c) respectively of Table 5 above). The latter
rose by $130 million in 1934 and by another
$168 million in 1x1935. These small increases
represent mainly advances to brokers in New York
City in connection with public-debt operations.
The increase in stock-exchange activity and rise in
security prices took place without any considerable
rise in speculative brokers’ loans. The expansion
of $220 million in * all other *’ loans during 1935
- represents an increase of less than 2% over the
previous year, and is thought to be due principally
to temporary requirements in connection with
refunding operations. The absence of an effective
demand for genuine commercial credit is also
reflected by the movement of the industrial
advances and commitments of the Federal Reserve
" banks, which they were authorised to make in
virtue of an amendment to their statutes becoming
effective as from June Igth, 1934.% From this
date to December 26th, 1934, the Federal Reserve
‘banks received applications for $188 million, of
.which they approved $350° million. By the end
. of December 1935, total applications were made for
$307 million, of which $127 million were approved.
Total Federal Reserve bank industrial advances

1 See Commiercial Banks, 1929-1034, Page 148.
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and commitments outstanding totalled $22 million
at the end of 1934, and $60 million at the end of
1935. The low level of industrial and commercial
loans made by the Reconstruction Finance Corpora-
tion also reflect the absence of any appreciable
demand for commercial credit. At the end of
1934, the total of such industrial and commercial
loans stood at less than $7 million, and at the
end of the following year amounted to only
$40 million.

The decline in the principal money rates in
New York during 1934/35 is shown in Table 7.

Table 7.
PRrINcIPAL MoNEY RATES IN NEW YORK, 1934/35.
March June Sept. Dec,

Federal Reserve Bank of

New York discount { 1934 1} 1} 1% 1}

rate . . .. . . . . 1935 14 1} 1} 14
Stock Exchange call{ 1934 1 1 I 1

loans . . ... .. ' 1935 I ) } 3.
Prime commercial paper, i 1934 1—1} $—1 -1 }—1

four to six months 1935 #§ 31 3 3
Prime bankers’ accep- ‘ 1934 1—% -1 -t

tances, ninety days . { 1935 3—1 ¢} ¥ 1
Customers’ rate on {1934 331 3.30 326 3.18

commercial loans . {1935 2,64 2.66 2.7z 2.61
Average yield on l 1934 0.27 ©0.07 0.27 O.I§

Treasury bills. . . . {1935 ©.16 ©0.13 0.22 0.09

The decline in money rates is a reflection of
the plethora of funds represented in the growth of
deposits and of the absence of any significant
revival in the demand for credit. The total
volume of monetary transactions rose after the first
half of 1933, but even in 1935 the figures remained
much lower in relation to 1929 than did the volume
of bank deposits. Table 8 below shows the monthly
average of bank debits to individual accounts in
140 cities, excluding New York City, by six-monthly
periods from 1929 to 1935.

Table 8.

Bank DEBITS To INDIVIDUAL ACCOUNTS.

Monthly average January-June July-December
: $(000,000'S)
1920 « . « - « o+ = 26,725 28,598
b o)+ JPUR R 24,251 21,9609
I03T -+ 4« = 4 19,348 16,907
1932 o - 0 e oo . 13,710 12,024
1933 « - o o v s s 11,510 12,783
117 U © 13,699 16,419
1+ 1 J 15,235 16,646

% These are the Federal Land banks, Federal Intermediate Credit banks, Federal Farm Mortgage Corporation, Banks
for Co-operatives, Home Loan banks, Home Owners’ Loan Corporation, Federal Sa\jing's and Loan Insurance Corporation,
Federal savings and loan associations, and the Federal Deposit Insurance Corporation.

3 See Commercial Banks, 1929-1934, Page 149-
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The failure of monetary turnover to keep pace
with the growth of deposits is strikingly brought
out in the continued low level of the indices of the
velocity circulation of deposits as calculated by
the Federal Reserve Bank of New York. These
are shown in Table g, together with the movement
of deposits in member banks.

Table 9.

DEerosiTs IN MEMBER BANKS AND THEIR
VELOCITY OF CIRCULATION, 1934/35.

March June Sept. Dec.

${000,000's)
: 1934 6,671 7,168 7,300 7,512
{a) New York Cityllgss 8.050 B.565 0.272 0.644

1934 18,617 19,530 20,315 21,020
1935 21,530 22,438 22,046 22,836

Net demand and time deposits
in membey banks

{b) Outside New
York City. .

I'ndex of velocity of civenlation
of demand deposilts '

{(1919-1925=100) for :

: X
(e} New York City [ Igg‘; ig 2; :j ig

193¢ 72 73 66  gI
1935 69 66 68 71

{b) Outside New
York City

An event of outstanding importance for the
development of banking and monetary conditions
in the United States was the passage of the Banking
Act of 1935 on August 23rd, 1935. It went into

effect on March 1st, 1936. This act represents\

a fundamental revision of the Federal Reserve Act
of 1913, the various amendments to which prior to
1935 have been described in the previous issues of
this Memorandum. The first title of the Banking
Act of 1935 contains provisions making the Federal
Deposit Insurance Corporation a permanent
organisation,! the second makes important amend-
ments to the Federal Reserve Act, and the third
title contains certain changes of a technical nature.
The insurance of deposits to the amount of $5,000
for any one depositor becomes a permanent feature
_of the banking system. - The assessment rate for
such insurance is fixed at 4%, based on. the total
of deposits, less uncollected items, of the insured
bank: Membership in the Federal Reserve System
is made compulsory for most non-member banks
by a provision requiring State banks having average
deposits of $1,000,000 or more during the calendar
year 1941 or any succeeding year to become
members of the Federal Reserve System or lose
the right to deposit insurance. The Board of
Governors, however, may waive these requirements
in order to facilitate the admission of any State
bank. This provision extends the time-limit for
membership from July 1st, 1937, required by the
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temporary insurance scheme, to July xst, 1942.
Among the more important amendments of
Title II may be noted the following : (1) The
powers of the Board of Governors of the Federal
Reserve System (which replaces the old Federal
Reserve Board) are increased and broadened in
several ways. Open-market operations are put
under the control of the Federal Open-market
Committee, consisting of seven members of the
newly constituted Board of Governors of the
System and of five representatives of the Federal
Reserve banks. The Board of Governors is
therefore given a majority vote in the decisions
relating to open-market operation. The Federal
Reserve banks are required to submit to the Board
of Governors for its approval every fourteen days,
or more frequently if necessary, the rates of discount
which they wish to establish in their districts.

_The Board of Governors is given permanent

authority to alter member bank reserve require-
ments. These could be changed formerly only
when an emergency existed owing to credit
expansion and required the special approval of the
President of the United States. Under the new
law, changes can be made by a vote of four members
-of the Board of Governors ““in order to prevent
injurious credit expansion or contraction ",
provided that the reserve requirements are not
reduced below present requirements or increased
to more than twice present requirements. The
Secretary of the Treasury and the Comptroller of
the Currency ceased to be ex-officio members of the
Board as from February 1st, 1936. (2) Federal
Reserve banks are required to buy and sell the
obligations of the United States Government only
in the open market. To these obligations are
added those which are fully guaranteed by the
United States Government as to interest and
principal (see above, on page 147). (3) While no

changes have been made in the provisions regarding
the discount of paper by the Federal Reserve banks
for member banks or in the provisions authorising
advances to member banks on notes secured by
Government obligations or by eligible paper, the
new act liberalises and makes permanent the
amendment passed in February 1932, which
expired in March 1935. Federal Reserve banks
are thereby authorised to make advances to their
member banks on any security which is deemed
satisfactory by the Reserve bank at a rate of
interest at least 1 9 higher than the highest discount

- rate in effect at such a Reserve bank, the advances
“in no case exceeding a period of four months. This

authorisation is general, and not limited as
previously to emergency conditions or to the
provision that the member banks must have
exhausted all the other means of obtaining credit

* See Commercial Banks, 1929-1934, Pages 144-148, on the establishment on a temporary basis of the Federal Deposit

Insurance Corporation,
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at the Federa! Reserve banks. (4) The new act
permits national banks to make real-estate loans,
increase the percentage of the value of real estate
that a loan may cover from 50 to 60%, and the
term of the loan is raised from five to ten years,
provided that at least 40% of the loan be repaid
in the course of ten years. Such loans may be
made up to 100% of the unimpaired capital and
reserves of the bank, or up to 60 % of its time and
savings deposits, as compared with previous
limitations of 25 % of capital and reserves and 50%
of time and savings deposits.

Of the more important technical and other
provisions may be noted the following : (1} The
former definitions of demand, time and savings
deposits are repealed, and the Board of Govemors
of the Federal Reserve System is authorised to
* define such terms for purposes of reserve require-
.ments and to define what is to be considered as
payment of interest by member banks. (2) The
Federal Deposit Insurance Corporation is authorised
to issue regulations with regard to the payment of
interest on and the withdrawal of deposits of
insured non-member banks similar to the authority
of the Board of Governors of the Federal Reserve
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System with regard to member banks. Interest
payment on demand deposits are thereby generally
prohibited. (3) Provision is also made for uniform

interest rates payable on savings deposits with the
Post Office and with member banks.

*
* *

As in previous editions of this Memorandum, the
attached Summary Tables are based upon statistics
published in the Annual Reports of the Comptroller
of the Currency. These tables contain certain
discrepancies due to the lack of uniform methods
of classification of accounts of all banks,
particularly those operating under the jurisdiction
of the various States. A uniform balance-sheet
statement covering® the great majority of
commerctal banks in the United States was for the
first time made available in the report of the
Federal Deposit Insurance Corporation for the end
of June rg34 and was reproduced in the preceding
edition of this Memorandum. That statement,
along with the second one ! issued for the end of
June 1935, is summarised below :

June June June June
Assets 3oth, 2g9th, Liabilities joth, a9th,
1934 1935 1934 19358
$(000,000's) ${000,000's)

Cashinvault. . . . . . .. ... 621 708 | Capital stock, notes, debentures. . .| 3,311 3,369

Balances with Federal Reserve banks Surplus . . . . ... .. oo 1,959 1,894

and in course of collection . . . .| 4,335 5,609 |Undivided profits . . . . . . . . . 469 529

Due from domestic banks . . . . . 4,172 6r |RESETVES. . . ..o e 491 436

Due from foreign banks . . . . . . 237 5 Demand deposits . . . . . . . . . 14,875 18,042

United States Government securities.| 10,296 12,360 |Timedeposits . . . . . . . . . o 1n941 12,272

State.and municipal securities 2,278 United States and post. sav. deposits 1,784 1,179

Foreign securities . . . . . . . . . 334 6 Other public deposits . . . . . ., . 2,407 2,914
Other securities. . . + » « - « . - 3,429 ,693 | Due to domestic banks . . . . . . 4,532

Stock in Federal Reserve banks . . 146 Due to foreignbanks . . . . . . . 156 5,928
Loans and discounts. . . . . . . . 15,161 14,509 | Restricted deposits . . . . . . . . 72

Guarantees and cover for acceptances 261 165 | Notes in circulation . . . . . . . . 695 222

Premises . . ¢ v v -« 4 « < o 0 . - 1,208 1,211 | Bills payable and rediscounts . , . .|- 72 38

Other realestate . . . . . . . . . 424 s08 |Acceptances . . . . . . . . . . . 203 [+ 183
Otherassefs . . . . .« « . « + - 470 360 | Other liabilities . . . . . . . . . . 317

Totalassets . .. . . .| 43,373 | 47,293 Total liabilities , . . . . 43,373 47.293

It should be noted that, whereas the statement
for the end of June 1934 showed the situation of
13,867 commercial banks members of the Federal

Deposit Insurance Corporation, that for the end
of June 1935 covers the accounts of 14,176
commercial banks.

1 As published in the Federal Reserve Bulletin of October 1935, page 695.
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Table 26 (z) I.

SUMMARY OF POSITION AT THE END OF JUNE:

ACCOUNTS
1929 1931 1932 1933 1934
Numberof Banks . . . . . . . o v ¢ = v« - . 23,972 | 20,817 | 18,067 | 13,829 | 15,000
ASSETS. $ (000,000’s omitted)
. Cash. ., . . . .. ... ... e e e e 3,910 4,124 3,307 3,270 5,039
(a) Gold, silver and smallcoins . . . . . . 71 91 66 4 .
(b) Inland notes and balances with Central
Bank . . . ... ... .... .. 3,839 4,033 3,241 3,266 .
2. Other Items of a Cash Nature . . . . . . . . 1,680 1,04 976 1,097 620
3. Bills discounted and bought . . . . . . . .. — - — — —
(a) Treasury bills . . . . .. ... ... — - — — —
(b) Commercial bills, Inland. . . . . . . . — — — — —
(¢) Commercial bills, Foreign . . . . . . . — — — — —
4. Investments and Securities. . . . . . . . . . 13,19 | 15,220 | 13,679 | 13,518 | 16,679
(a}) Government . . . . . . . . ... .. 4,975 7,220 7.524 8,914 | 12,122
(b) Other . . . . . . ... ... .... 8,216 8,000 6,155 4,604 4,557
5. Participations . . . . . . ... ... ... — — — —
6. Due from Banks (Correspondents). . . . . . . 3.323 | 3,768 | 2,544 | 2,886 | 3,034
(a) Athome. . . . . ... ....... — — — — —
(b) Abroad . . . . . . ... ... ... — — — — —
7. Loans and Advances. . . . . . . . e . 34,625 | 28,308 | 21,356 | 16,002 | 15,387
? c; ) On current account . . . . . . . . .. — — — — —
) Other . . . . . . ., .. ..., .. |1 — — — — —
8. Cover for Acceptances., . . . . . . .. ... 450 938 528 442 297
9. Premises,ete. . . . . . .. ... ... .. 1,601 | 1,652 I,521 1,225 1,128
I0. Sundry Assets . . . . . . . .. ... ... 1,796 1,655 I,II0 1,016 1,105
Ir. Total Assets . . . . . ... ... ..... 60,576 | 57,696 | 45,021 | 39,456 | 44,189
LIABILITIES.
12, Capitalpaidup. . . . . . .. . ... ... ; ,618 ,2 2,86 ,48
I3. Reserve Funds . . . . . ... ... ..., i,ggi 2,229 gﬁﬁ 2,74:9} 2;‘3;? :
14. Profit-and-Loss Account, Undivided Profits, etc. . 936 833 555 | %497 494
I5. Notes in circulation . ., , . . .. .. .. 649 639 652 730 698
16. Cheques and Drafts, etc,, in circulation . . . . 837 1,083 566 653 352
‘17, Du(t:z }oﬁaﬂi{; £Conespondents) ........ 3,621 | 4,823 3,207 3,314 | 4,367
(b)Abroad — — — — —
18 Deposits. . . . . . ... ... ... 42,985 | 39,71 0 27,0 1,301
(a) Current accounts and sight deposits. . . .| 24,032 zg.Zog 26222 I?zﬁ 27'§07
(b) Savingsaccounts . . . . . . .. . .. - 7
(¢) Time or fixed deposits . . . . . . . . 18,054 | 18,042 | 113,845 | 10,956 | 12,042
(d) Otherdeposits . . . . .. ... ... 63 | 5
19. Rediscounts and other Borrowings . . . . . . 1,332 14; 1 gi: :gg Iggi
: 20. Acceptances and Endorsements. . . . . . . . 450 939 '528 442 297
2I1. Sundry .Li:%b.il.ities .............. 1,705 1,370 784 678 483
22. Total Liabilities. . . . . . . ... ... .. 60,576 | 57,696 45,021 | 39,456 | 44,189
23. Value of currency in Swiss francs at end of June
ofeachyear . . . .. .. ..... ... 5.18 5.18 5.18 4.23 3.08

! Abstract of combined reports of ; National, State (Commercial) and Private banks, and Loan and Trust Companies,
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Table 26 (a) II.

SUMMARY OF POSITION AT THE END OF JUNE:
ACCOUNTS
1929 1931 1932 1933 1934
NumberofBanks . . . . ... ... ..... 7,536 6,805 6,x50 | 4,902 5,422
ASSETS § (000,000's omitted)
I.Cash. . . . . . . . . v . . i e 1,043 1,78 I,4G0 1,700 2,850
{a) Gold, silver and small coins . . .. .. ST 75§ 429 7 2 =
() Inland notes and balances with Central
Bank. . . ... ... ....... 1,592 1,734 1,451 1,698 —
2. Other Items of 2 Cash Nature . . . . . . . . 785 854 427 483 312
3. Bills discounted and bought. . . . . . . .. — — — f— —
(a¢) Treasury bills. . . . . . . . . .. .. — — — — —
. (b) Commercial bills, Inland. . . . . . .. — —_ — — —
: * (¢) Commercial bills, Foreign . . . . . . . — — —_— — —
4. Investments and Securities. . . . . . . . . . 6,656 | 7,675 7,197 | 7372 | 9.349
(a) Government . . . . . . . ... ... 3,561 4,253 4,384 5,100 6,858
(b) Other . . . . . . . .. .o o 3,095 3,422 2,813 2,272 2,491
5. Participations . . . . . . . ... ... .. — — — — —
6. Due from Banks (Correspon.dents) ....... 1,854 2,354 1,569 1,036 2,535
(a) Athome. . . . . .. ... ..... 1,777 —
‘ (b) Abroad . . . . . . . ... ... .. 77 — — — —
7. Loans and Advances. . . . . . . . . e+« - | I481x | 13,185 | 10,286 | 8,x20 | 7,608
(a) On current account . . . . . . . . . . — — —
(b) Other . . . . . .. . .. ... ... —_ — — — —_
- 8. Cover for Acceptances. . . . . . . . .. .. 303 442 279 229 133
9. Premises, etc. . . . . . . . .. .. . ... 748 796 760 642 656
10. Sundry Assets . . . . . . . . ... ... 550 550, - 360 379 369
11. Total Assets . . . . . . . . . ¢ v v o« .. 27,440 | 27,643 | 22,368 | 20,861 | 23,902
LIABILITIES. .
12. Capital paidup. . . . . . . . . . . . ... 1,627 1,688 1,569 | 1,516 | 1,738
I3. Reservefunds . . . . . . . . . . ... 1,634 1,687 1,458 1,105 1,006
14. Profit-and-Loss Account, Undivided Profits, etc.. 488 444 303 236 257
15.- Notes in circulation. . . . . . . s e e e 649 639 652 730 698
16. Cheques and Drafts, etc., in circulation . . . . 373 531 24T 244 187
17. Due to Banks {Correspondents) . . . . . . . . 2,176 | 2,746 | 1,800 1,970 2,684
(a) Athome. . . . . . . . .. .. ... — — —
(b) Abroad . . . . . . . .. .o — — —
18. Deposits. . . . . . . 0oL e o 19,049 | 18,920 | 15,419 | 14,561 | 17,062
(a) Current accounts and sight deposits 10,504 | 10,106 7,941 7,804 9,281
b) Savingsaccounts . . . . . . . . . . . 8 26 6,21
F")) Time or fixed deposits . . . . . . . . . 8,317 1379 | 7203 71 6,801
(d) Other deposits . . . . . . . ... .. 228 235 213 450 890
19. Rediscounts and other Borrowings . . . . . . 714 154 507 118 16
20. Acceptances and Endorsements. . . . . . . . 303 443 279 229 133
21. Sundry Liabilities. . .-. . . . . . -+ . < 337 301 140 152 121
22. Total Liabilities. . . . « « « « « « « + -« « & 27,440 | 27,643 | 22,368 | 20,861 | 23,902
. Value of currency in Swiss francs at end of June
“ of each year. y .............. 5.18 5.18 5.18 4.23 3.08

it
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Table 26 ().

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS
AND DISTRIBUTION OF PROFITS FOR
: THE YEARS ENDING JUNE 30TH:
ACCOUNTS
1929 1931 1932 1933 1934
Numberof Banks. . . « « « « ¢ v v o o o o+ - 7,536 | 6805 | 6,150 | 4,902 | 5,422
$ (000,000’s omitted)
Capital paidup. . . . . « . .+ o . v o o .. 1,627.4 | 1,687.7 | 1.569.0 | 1,517.2 | 1,738.8
Reserve Funds . . . . . . « « « ¢« « v v o« o 1,479.0 | 1,493.9 | 1,259.4 940.6 854.0
1, Gross Profits . . . . . . . . . C e e e e e 9704 | 894.6 | 7879 | 6894 7594
" To be deducted. .
2. Expenses, . . C e e e e e e e e e e 497.2 498.5 427.1 304.5 374.5
(a) Salaries, G + v e e e e e e 271.8 275.6 239.2 204.5 202.2
(b) Other workmg eXpEenses . . . . v . . . 159.4 158.8 130.8 149.0 128.7
(c) Taxes,etc. . . . . . . . . ... ... 66.0 | - 64.I 48.1 4I1.0 43.6
3. Reserved for Pension Funds, etc ........ — — —_ — —
4. Amounts written off on (Deprecxatlon Accounts). | 171.4 343.5 500.5 513.3 688.4
(a) Premises, etc. . . . . . .. Ve e 25.1 18.4 17.7 15.9 29.8
(b) Investments and securities. . . . . . . 130.5 306.4 464.1 474.6 621.1
(c) Otherassets . . . . . . . . . .. .. 15.8 18.7 18.7 22.8 37.5
5. Remaining Net Profitor Loss (—) . . . . . . 301.8 52.6 | —139.7 | —218.4 | —303.5
6. Carried forward from preceding year. . . . . . — —_ — — —
7. Taken from Reserves or Capital. — 158.7 308.9 317.5 379.3
8. Total Amount disposed of for Dividends, etc 301.8 211.3 169.2 . 99.1 75.8
9. Dividends . . . ... ... ... ..... 222.7 | 2IL.3 169.2 99.I 75.8
10. CarriedtoReserves . . . . . . . . . . .. . ‘ _
I1. Directors’ Fees,etc.. . . . . . . . . . . . . 79.1 —_ —_ | — —
12. Carried forward to following year . . . . . . .
13. Totalasabove . . . . . . . . ... .. .. 301.8 211.3 169.2 99.1 75.8
14. Value of currency in Swiss francs at end of June ' _ : , )
of eachyear. .. .. ... ........ 5.18 5.18 5.18 4.23 3.08
-Snmmary of Profit-and-Loss Accounts. ;
Profit-and-loss accounts are available only for 4. Amounts written off.
licensed national banks. :
I. Gross Profits. $ {000,000’s) 1929 | 1931 1932 | 1933 1934
N Loansand discounts. , | 86.8 | 186.9 | 259.5 | 231.4 | 379.3
$ {000,000's) 1929 | 931 | 1932 [ 1933 | 1934 Bonds, securities,etc.. | 43.5 | 179.3 { 201.8 | 236.6 | 241.8 .
Net interest and dis- Foreign exchange . .| o.2| o.2| 28| (6.6 —
count earned . . 747.0 | 660.9 | 584.3 | 496.4 | 490.0 Total, . . . |130.5]306.4|464.1[474.6 | 621.1
Exchange and collec- -
tion charges, .1 181 ¥5.2| 12| X4X| x7.0
Foreign exchange . .| 12.4| 15.3| 18.2| 12.5| 141
Insurance and real
estate loans ., . . . 0.9 0.7 06| — —_
Trust department . .| 20.6| 26.7| 22.4 21.5 | 23.6
Profits on securities
sold .., .., .. .1 0. 24. —_— -
Recoveries on assets 3 50:3| 249 L
previously written
down. , ., ..., 35.6| 35.3] 42. 8.6 .
Other eamings . . .| 100.1| go.2 83.3 gﬁ. 3 Iggi
Total. . . .| 970.4 | 894.6 | 787.9 | 689.4 759.4
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Balance-sheet Summary.,
General Note: _ . 7. Loans and Advances.
Unless otherwise indicated, the following notes
refer to Table 26 (a) I, showing the combined $ (000,000 1929 | Y931 | 1932 | ro33 | 1934
accounts of national banks, State banks, trust i Commercial pa-
companies and private banks. The figures for per, etc., bought .
1933 and 1934 relate only to licensed banks. o the open
Cash. _ market , . ., .| 2,729| 1,057 638 497 629
I. as 2. Overdrafts , 57 46 13 11 13
) . Loans to banks . 2 8
$ (000,000’s}) 1929 | 1930 | 1931 | 032 | 1033 i Loans secugzd by 3z 369 489 316 164
. United tates
Gold coin . . . , ., 25 25 23 23 2
. and other bonds| 11,146] g,043| 5.956| 4,651] '5.173
Gold certificates, . . 46 46 68 43 2 5. 1 s secured by
Total(z(a)) .| x| 7x| o1| 66 4 real estate. . .| 4.540| 4.315| 3.979| 3.497( 3.397
Papercurrency . . .| 444) 470 s564| s520| 461  Whereof:
Cash not classified . .| 256| 274| 177 136| 134 Farmland. . . .| 1855 440] 495 375 570
Reserve with Federal Other real estate.| 2,684| 38750 3.484| 3.122| 2,726
Reserve banks or 6. All other loans .| 15,781l 13,568 10,279 7,030! 6,112
Teserve agents. . .| 3,739 (3,318 | 3.292 | 2,585 | 2,671 Grand total (1 to6)| 34,625| 28,398| 21,356] 16,002| 15,387
Total (1 (8)) . [ 3,830 | 4.062 | 4,033 | 3.241 | 3,266
Grand total : 17. Due to Banks (Correspondents).
(x (a)+(b)). . .| 3970|4133 | 4124 | 3,307 | 3.270 7 i ( ? o ) A
- The composition of this item for national
4. Invesiments and Securities. banks is as follows :
$ (000,000’s) 1929 | 93T | 1932 | 1933 | 1934 N
- § (000,000's) 1929 1933 1934
bl )
Go;;;r!:tr:{::z: (public) Due to Federal Reserve .

) : banks (deferred credits). |, 26 I
United States bonds | 3,744| .5.471| 5.832] 7,143| 9.842 Due to E)t;:r ba:ks lan)d 37 3
State, . 'county or| . trust companies in the

municipal bonds . | 1,231 1,749| 1,692| 1,771| 2,280 United States . . . . .| 1,935 1,876 2,579

. Total {4 (a)) .| 4.975] 7.220| 7,524| 8,914|x2,122 Due to ‘banks in foreign
Other securities: countries . . . . . v 204 68 74
Railroad and other Total . , . . . .| 2176 1,970 2,684
public service
bonds . . . .. 1,007| 2,490 2,075 1,642] 2,657 .
Other bonds, stocks, 18. Deposits.
warrants, etc. . .| 6,309| 5,510| 4,080 2,062| 1,900 -
Total (4 (b)) .| 8,216 8,000 6,155| 4,604 4.557 § (000,000's) 1929 | r93r [ 1932 | r933 | 10934
Grand total : Individual  deposits
(4 (a)+(b)). . .|13,19115,220|13,679(13,518|16,679 subject to check . . |21,281|18,565]14,240|13,364| 14,811
' Demand certificates of
6. Due from Banks. deposits. . . . . .| 409 367| 248/ 184 155
Sums due from foreign correspondents are not  State, county and mu-
shown separately in the official summary balance- oii'f&"’ﬁﬁ?.f’j“ig .| 1.873| 1.849| 1,538] 1,273] 1,980
sheets ; separate figures available for national sits . . . .. P°' 469 427| 287 301 52
banks for the end of June, 1929, 1933 and 1934, Total (a), sight
are shown below : deposits . .|24,032|21,208|16,322|15,212{17,507
$ (000,000's) 1929 1933 1934 Savings account depo-
: : Cositse . . .. . . . |14,045|12,714| 9,760 7.457| 8,651
Items with Federal Reserve Time certificates of
banks in process of collec- deposit. . . . . .| 3,063 2,881 2,069 1,610| 1,487
tom, . . . ... . 444 282 322 Other time deposits .| 906] 1,543| 1,006 762 787
Due from banks and trust Postalsavingsdeposits| 89| 261| 647] 770| 664
companies in the United State, county and mu-
States. . . . . . . . 1,333 | _T.570 | 2150 nicipal deposits . .| 418 484 310l 292} 342
Total due from banks Deposits of other
at home (6 (a)). .| 1,777 1,852 2,472 banks . . . . . 133| 160 53] 65| 111
Balances payable in dollars Total {b), time
from foreign branches of deposits . . |18,654|18,043(13.845|10,956(12,042
American banks.. . . . . : ™  United Statesdeposits| 281 444] 421 852| 1,726
Due from banks and ban-| . Unclassified deposits . | 18| 19/ o 27| 26
kers in foreign countries. 76 83 63
. ks Total (), other
TO"g‘d“;f(?”(ﬂb}’;" - 84 63 deposits . .|_299| 463| 430| 879 1.752
abroa .
. - |42.98 ,713| 30, 27.0 1,301
Grsud total .| 1854 | 1,036 | 2,535 Crand total . . |42.985|39.71330,597]27.047]3%.3
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URUGUAY.

The banking organisation of Uruguay?! was
recently modified by the Law of August 14th, 1935,
on the revaluation of the gold reserve of the
Banco de la Repiiblica and by the measures taken
to control the peso exchange. The Law of
Aungust 1I4th, 1935, separates the commercial
activities of .the Banco de la Repiblica from the
note issue, an independent administration, the
. Issue Department, being henceforward entrusted
with the issue of notes and the holding of the gold
and silver reserve, with the exception of the gold
earmarked under the Law of November gth, 1934,
for the liquidation of blocked credits. The gold
reserve, which (without the earmarked gold in
question) amounted to 37 million gold pesos, and
the silver reserve were revalorised at the official
exchange rate for the peso during the last twelve
months. The returns published by the Bank in
November 1935, the first returns taking the
devaluation of the peso into account, showed the
gold and silver reserves as transferred to the Issue
Department, their value being stated at go million
pesos.

The revaluation of the reserve, which is tanta-
mount to a devaluation of the peso, places an
additional 48,765,439 pesos at the disposal of the
Government, This sum is to be used for reforms
in the Banco Hipotecario and the pensions
institutions, and as cover for the deficit due to

Government intervention on the wheat market, -

and for the financing of public works. These
several financial operations are spread over three
years.

The exchange control established in October 1931
has recently undergone considerable changes, the
characteristic feature of which is an increasing
recognition of the free market. The measures
adopted in 1934 with regard to the  compensado’’
market and the official market of the peso, an
account of which was given in the last edition of
this volume, did not have the results that were
expected. In March 1934, the “compensado”
exchange of the peso was 53% higher than the
official rate, with the result that importers ignored
the latter and calculated their prices on the former.
Under these circumstances, a Decree was issued in
July 1934 substituting a free rate managed by the
Banco de la Republica for the * compensado ” rate.
Since that date, the peso has had three different
rates — wviz, the official rate, the managed free
rate and the free rate. On October 1st, 1933, for
example, the pound sterling had three different
values at the three different rates — namely, 6.17
at the official rate, 11.09 at the managed free rate,
and 11.75 at the free rate. The official rate is
applicable to Government obligations and to certain
private transactions. Trading interests would no

longer appear to take the official rate into account,
their calculations being based either on the managed
freerate or on the free rate, according to the character
of the particular transaction. The difference
between the managed free rate and the free rate,
which, would appear from the figures quoted to be
only a slight one, is in fact considerable, owing to
the regulations of June-1935 with regard to the
payment of 25 %, and in certain cases 50 %, of the
Customs duties in gold. The calculation of the
additional dues charged on imported goods is
based on a more favourable coefficient when the
rate taken is the managed free rate than that
which is adopted in the case of the free rate, the
result being that the difference between the two
rates is in reality larger than it appears at first
sight. Certain countries have concluded special
agreements with Uruguay in regard to their
respective exchanges.

The following table contains a brief summary of
the main items in the returns of the Banco de la
Repitblica and other commercial banks in December
1933 and in June 1934 and 1935 (monthly averages) :

,z: Note Issue gg Deposits
£ g + 88 =z
« o -~ L] ’
| S & 2 8% & §
Banco de la Repiblica: Pesos (000,000's omitted)
Dec.1933 . . . . 53 77 52 143 33 46
Junexg34 . . .. 53 76 53 139 31 46
Junexg3zs . ... 50 73 50 139 36 44
Ordinary  Uruguayan ’
banks :
Dec.rpzy . . .. 11 — — 67 19 38
Junerg3z4 . ... 14 — — 70 20 41
Junergzs . ..., 10 — — 76 19 46
Foreign Banks :
Dec.1933 . ... 16 — — 26 25 8
Junerg3s . ... 14 — — 25 22 7
Junergzs . . .. 12 -~ — 27 22 8.

® I.e., exclusive of the notes of the Banco de Ia Repiiblica,
which are held by the other banks.

There has been a slight increase of deposits at
the Uruguayan banks during the eighteen months
ynder consideration ; but there have been changes
in the distribution of deposits as between the three
classes of banks, largely at the expense of foreign
banks. The deposits of the ordinary Uruguayan
banks increased between December 1933 and June
1935 _by 8 millions, while the total volume of
deposits increased by only 6 millions. On the
oth_er hand, the volume of loans and advances,
which shows a slight increase in the case of the
foreign banks, rose by 9 million pesos in the case
of the ordinary Uruguayan banks.

} For details, see Commercial Banks, T925-1933, page 303 and 1929-1934, Ppage 185,
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URUGUAY. COMMERCIAL BANKS Table 40 (a).
SUMMARY OF POSITION
ACCOUNTS AT THE END QF ;
1929 1931 1932 1933 I 1934
NumberofBanks. . . . . .. ... .. ..... 20 19 18 18 l 18
ASSETS. Pesos (000,000's)
r.Cash, . . .. ... L oL 87.0| 83.8 & 8 2.
(a) .Gold, silver and smallcoins. . . . . . . 70.0 52.4 go.;l ng go.g
(b} In};mdknotes and balances with Central
ank . . . . . ... ... 0. 17.0 29.4 41.0 27.2 22,
+ 2. Other Ttems of a Cash Nature. . . . . IS 96| 129 183 2; 5 19.3
3. Billsdiscountedandbought. . . . . . . . .. 2.3 0.9 0.6 o5 —
(a) Treasurybills. . . . . ... .. ... —_— S — — —
{5) Commercial bills, Inland. . . . . . . . — —_— —_ — —
(¢) Commercial bills, Foreign. . . . . . . . - — — — —_
4. Investments and Securities. . . . . . . . . . 1.7 8.2 7.5 7.0 7.1
(a) Government . . . . . . . ... ... —_— — —_ — —
(b)Other . . . . . . ... ....... —_ —_ — — —
5. Participations . . . . . . . . ... .. .. —_ — — — —
6. Due from Banks (Correspondents). . . . . . . — — — _ -
fa) Athome. . . . . . . ... .. ... — — — — —
(6) Abroad . . . . .. .. .. ... .. — — — — —
7. Loansand Advances. . . . . . . . .. . .. 192.9 | X94.I | 193.9 | 188.4 | 2o02.1
(a). Oncurrentaccount . . . . . . . . . . — — — — —
(b) Other . . . . . . . .. .. ... .. — — —_ — —
8. Cover for Acceptances . . . . . . . . . . R —_ — _ —
9. Premises,etec. . . . . . ... .. .. ... — — —_ — —
0. SundryAssets . . . . . . . . .. ... — — — — _
11. Total Assets . . . . . . . . ... .. ... 293.5 | 299.9 | 311.7 | 297.1 | 301.1
L1ABILITIES. .
12, Capitalpaidup. . . . . . . . . .. e o .| 490 502 496 498 501
13. ReserveFunds . . . . . . . . ... . ... 82| 101} 13.9| IL4| 124
14. Profit-and-Loss Accounts, Undivided Profits,etc. | — — — — —_
15. Notesin Circulation. . . . . . . . . . . .. 713 | 810 847 | 784 | 79.6
16. Cheques and Drafts in Circulation’. . . . . . . 0.5 0.4 0.3 0.4 0.3
17. Due to Banks (Correspondents} . . . . . . . . — 01| — — —
(a) Athome, . . . . . . ... .. ... — —_ — — —
(b) Abroad . . . ... ... ... ... _— or | — — —_
18. Deposits . . . . . . . . . . ... e 169.4 | 164.1 | 171.3 | 166.8 | 165.6
(a) Current account and sightdeposits. . . .| 79.8 | 75.5{ 858 759| 744
(b) Savingsaccounts . . . . . . . . . . . ' 8s. ‘8,6 | 8s. 88.
(c) Time or fixed deposits . . . . . . . . . 86.0 35 2 3 4
(d) Other deposits . . . . . . . . .. .. 3.6 3.1 2.9 2.6 2.8
19. Rediscounts and Other Borrowings . . . . . . — — — —_ —
20. Acceptances and Endorsements. . . . . . . . — — — — —
21, Sundry Liabilities. . . . . . . . . . . . . . — —_ - —_ —
22. Total Liabilittes. . . R 298.4 | 305.9 | 319.8 | 306.8 | 308.0
23. Value of currency in Swiss francs at the end i
of eachyear. . . . . . . - « -« . . 488 | 229 | 246 | 2.47| 248
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Other indications of business revival have been
apparent recently. In June 1933, for example, the
volume of * compensation’’ business was 30%
more than in the same month of the previous year.
The note issue, after falling consistently since 1932,

URUGUAY

when it totalled 86 million pesos, is likely, according
to official statements, to show an increase in the
near future as a result of the new issues of notes
which the revaluation of the gold reserve has
rendered: possible.

Balance-sheet Summary.

Gmal Notﬂ. - Th.e amounts Sl'EO.WH m the. Pesos (OO0,000’S) 1929 193: 1932 1933 ]934
Balance-sheet Summary under headings 2, 3, 4, :
15, 16 and 17 refer exclusively to the respective Loans on promissory _
accounts of the Banco de la Repfiblica. notes . . . . . .| SL7[.44.8[ 4r.Il 35.5| 32.2

. : - Rural and industrial
Notes on certain items not dealt with below are credit . . . . . .| 62| 08| 137 120] 00
given in the previous editions of this Memorandum. Mortgageloans . . .| o2 — | — 4 — | =,
Guaranteed short- .
Cash dateloans . . . .| 8.4 4.3 26| o.5 22
I Lash Total other loans| 66.5| 58.9( 57.4| 48.0 44.3
P ) : ‘Total, Banco de
es0s (0001000 s) 1929 | 193X | 132 | 1933 934 la Repﬁbhca. - .| 103.3 98_6 104.2 95.1 Ioz_g.
Banco de la Reptblica Other banks . . . .|_89.6) 95.5| 89.7| 93.3| 99-
Gold coins . . . . .| 65.9 | s50.0 | 45.8 | 46.9 [ 458 Grand total 192.9| 194.1( 193.9{ 188.4| 202.1
Silverand nickelcoins| 3.5 | 44| 46| 46| 4.2
Total . . . .| 694 | 544 | 50.4 | 5.5 | so.0 12 and 13. Capital and Reserve Funds.
Other banks : Banco | Ordinary .
Goldcoins . . . . .| 06| = —_ — — Pesos {000,000%s) de la domestic 1:;);;115511 Total
Notes of Banco de la Repiblica| banks
Repablica . . . .| 15.8 | 27.6 | 39.0 | 25.2 | 21.1 - -

Sight deposits with| Capital paid-up :

Banco de la Rept- I920 . . . . .| 268 15.9 6.3 49.0
blica. . . .. . .| o9 14| 7| 13| 1.2 931 . . . . .| 27.7 16.2 0.3 50.2
Subsidiary issue of 1932 . . .. .| 277 16.2 5.7 49.6
Banco de la Repd- 1933 . . . . .| 27.8 16.2 5.8 49.8
bli_caandsubsidiary 1934 . . . . .| 278 16.5 5.8 50.1
coin. . .....| 03] 04| 03| 07| 06 - Reserve Funds : .

Total . . . 17.6 | 29.4 | 4a1.0 | 27.2 | 22.9 19290 & . . . I.I 6.4 0.7 8.2
Grand total 87.0 | 838 | org | 78.7 | 729  Z93F . ... .| I3 7.8 1.0 10.1
7 3 914 [ 797 | 729 1932 . . . . . 5.0 7.9 1.0 139
. 033 . . . . 3.1 8.2 0.1 11.4
I934 .« « v . . 4.1 8.2 0.1 12.
2. Other Items of a Cash Nature, M
18. Deposits.
Foreign | Credits in {
Pesos (000,000's) exchange | course of Total The 3111 ounts ShOYVI‘l m the Summa:ry Table for
holdings | collection (a) and (c¢) were divided as follows : '
1929 . . . . . e e 1.6 8.0 9.6 Current accounts Time and ¢
1931 . . . . .. N - X+ 12.0 12.9 P ( | savinge accoum's
19032 4 4 4 b w e e e 4.1 14.2 18. €s0s {000,000's ,
1033 « « v v v w e .| 5.2 17.3 zz.i . %aénf: Ethe" %2111;0' Other
1934 « . v . . v o4 s . . 0.8 18.2 19.0 Repiblica anks Repiblica banks
1920 . . . . .| 42.4 37-4 44.9 41.1
. Loans and Advances. 193E e 32.2 43.3 38.9 46.6
7 1932 . ... .l 318 54.0 37.7 44.9
, 1933 . . . . . 320 43.9 42.6 45.7
Pesos (000,000's) 1929 | 1931 | 1932 | 1933 | 1934 1934 . .. .. 3Ly 42.7° 39.2 49.2
Bag;g xgaerl; ﬁegg::i?cf ' I9. Rediscounts and Other Borrowings.
counts. . .. . .| 286| 17.5| 13.2| 13.5| 16,4 The rediscounts of the ordinary banks with the

Official current ac- Banco de la Repiiblica excluded from this group

counts. . ., . .| 82| 121| 214{ 23.6/ 302 areas follows:

Nag;onal Savings (Pesos 000,000’s)

ank and Banco 1929 2
Hipotecario. . , .| — 10.1| 10.2| 10.0| IL.6 1931 : 3‘;
Total loans on - 1032 . .o . e e . . 2.8
currentaccount | 36.8| 39.7| 46.8) 47.1| 58.2 I033 v o v v 4 4 4 oe . 21
1934 . . . ... .. 24
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VENEZUELA.

The characteristic features of the banking situa-
tion as it developed in Venezuela in 1934 and in the
" first half of 1935 are clearly shown in the following

summary of the principal items in the balance-.

sheets published by the six national and four
foreign banks.

"National banks Foreign banks
R

. Dec, June June Dec. June June
Co. 1933 1934 1935 1933 1934 1935
: ‘ Bolivars (000,000's)
1. Cash (gold and sil-
0 ver) . . .. .. 120 132 203 I3 II 20
Including gold. . . (94) (94) (x54) (10) (9) (12)

2. Due from {foreign

banks . . . ., . | 4
3. Total note circula- 74 .3 4
. Heom .. .. .. I0I 102 102 @ — — @—
« Including net circu-
lation in hands of
public#.', . . . (70) (68) (66) — — —
4. Total deposits . . 137 142 177 62 61 70
Including State de- :
posits. . . . . . (6r) (78) (03) — — -
5. Total loans and
advances . . .. I41 I34 108 41 39 28

2 I.e., excluding banks' holdings of their own and one
another’s notes.

Three conclusions emerge from a study of the
table. In the first place, the volume of loans and
advances shows a considerable decline as a result
of the falling-off in the economic activities of the
country. The decline, which is much greater in
the case of the national banks than in that of the
foreign banks, would appear to be due also to the fact
that exporters have taken advantage of the influx
of foreign exchange resulting from the favourable
trade balance to pay off advances received
from the banks. In addition, the two grants
of 10 million bolivars which the Government
distributed to agricultural producers have no doubt
brought about a partial repayment of bank loans
to agriculture, with a corresponding increase in the
cash holding of the banks. Study of thg profits
of the Banco de Venezuela, as shown in the balance-
sheet summary, reveals a rapid decline in profits,
which goes to confirm the above conclusions.

Secondly, the increase in the deposit of the
" national banks is only apparent, since (as the table
shows) .the aggregate volume of deposits would
have diminished but for the increase in Government
deposits at the Banco de Venezuela as the result of

1 See. Commaercial Banks, 1929-1934, page 188.
8 Under the Decree of November 13th, 1934,

the imports of gold for Government account. The
foreign banks, which also showed an increase in
deposits, used their resources to strengthen their
cash holdings. .

The gold imports —and this is the third inference
to be drawn from the table — are the result of the
favourable balance of accounts and the measures
taken to protect the bolivar exchange. Under the
agreement concluded in August 1934, ! the foreign
oil companies undertook not to sell dollars to the
banks beyond the amount the latter required to
meet the normal demand for foreign exchange, and
to cede the balance of their dollar holdings to the
Venezuelan Government at the gold point rate of
3.04 bolivars. The Government was thus enabled
in the first year to purchase 25,677,000 dollars’
worth of gold, which it imported into the country
and used to constitute a gold reserve intended to
replace the silver coin in circulation, 2

These financial transactions on the part of the
Government and the oil companies are, indeed,
simply a consequence of the recent movements of
the bolivar exchange. The rate of exchange has
risen rapidly since 1933, owing to the continual
increase in the supply of dollars made available
by the oil companies, and in consequence of the
decline in importation, which was rendered
particularly difficult by the extremely high
Customs duties. Under these circumstances, the
depreciation of the American dollar, which fell
suddenly from 5 to 3 bolivars, led to a marked
drop in the prices of export products as expressed
in Venezuelan currency. In order, therefore, to
revive foreign trade, it was necessary to stabilise
the bolivar at a lower level than that which it had
just reached in the summer of 1934. Accordingly,
in August 1934, the Government, without devalu-
ing the bolivar by law or introducing control of
the exchanges, fixed the sale price of the dollar at
3.03 and the purchase price at 3.go bolivars, at
the same time arranging by agreement with the
oil companies and the other principal exporters
for a sufficient influx of foreign exchange into the
market. In July 1935, these arrangements were
modified, the banks being allowed from that date

“to sell foreign exchange freely ; but the Govern-

ment’s agreement with the oil companies remains
in force, so that the latter will continue to sell
foreign exchange to the banks at 3.90 bolivars to
the dollar, while the Government purchases their

20 million bolivars of new silver coin are to be put into circulation as

and when the gold imports for Government account are sufficient to cover not less than 50%, of the newly minted coin.
This increase in the circulation of silver coin explains the changes in the silver holding of the banks (see balance-sheet

summary below).

13th, 1934, amounted in June 1935 to 105 million bolivars.

held by the banks, the net circulation of silver coin and

The total circulation of silver coin and small coin, including that minted under the Decree of Noyembcr
As 535.7 million bolivars of silver coin and small coin were
small coin in the hands of the public was not more than

49.3 million bolivars (as compared with 44.8 millions at the end of June 19 34).
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surplus foreign exchange and uses it to import
gold in return for these assets abroad. According
to private estimates, 75 9% of the foreign exchange
derived from oil was purchased in July 1935 by the
banks.

The summary of the position of the banks (based
on the statistics published by the Boletin de la
Camara de Comercio de Caracas), which is a good
deal fuller than that contained in previous editions
of this volume, embodies returns from the six
Venezuelan issue banks (Banco de Venezuela, Banco

VENEZUELA

-

Caracas, Banco Venezolano de Credito, Banco
Mercantil y Agricola, Banco de Maracaibo and
Banco Comercial de Maracaibo) and also from the
branches of four foreign banks {Royal Bank of
Canada, National City Bank of New York, Anglo-.
South-American Bank, and the Hollandsche Bank’
voor West Indié). The two State banks, Banco
Agricola y Pecuario and Banco Obrero, deal solely
with credit transactions on landed property, and
their returns are not embodied in the summary.

Balance-sheet Summary.

1. Cash,

Silver coin

and small

Gold coin Total
. Bolivars (000,000}

1930. .+ . . . . 127.1 28.6 155%
1933. . . . . . 106.3 37.8 144.1°
1934 . 103.6 40.2 143.8
I935. « . . . . 165.4 §5.7 221,31

2. Other Items of a Cash Nature. _
These are notes of national issue banks, beld by
national and foreign banks. .

7. Loans and Advances.

No uniform or detailed information is available
in respect of the different items of the assets of
national and foreign banks. The heading  Loans
and Advances "’ accordingly covers all the liquid
assets of national and foreign banks. The following
additional details are available :

) Liquid assets
Liquid assets {local) at
{local) up to more than 3o
30 days days ‘Total-
Bolivars {000,000's) .
1930, . . . . 147.3 41.6 188.9
1033« + « . . 145.2 38.8 184.0
1934. . . . . I40.1 32.8 172.9
1935. . . . . 102.4 34.3

136.7
14. Profit-and-loss Accounts. ‘

The profits of the Banco de Venezuela, the.

institution undertaking all Government operations®
are shown as an example. They were as follows

Including Not including

payments to payments to

Reserve and Reserve and
Guarantee Guarantee

Funds Funds

July-Dec. 19033 . . 2,011,155 1,608,924
Jan.-June 1934 . 1,536,227 1,228,081
July-Dec, 1934 ., . 1,673,515 1,338,812
Jan.-June 1935 . . 1,392,172 1,113,737

15. Noles in Circulalion.

The amounts shown in the Summary Table
represent the gross note circulation. The net note
circulation in the hands of the public is shown
below:

1930 1933 1934 1935
Bolivars (ooo,000's)

Gross circulation., , , . . « OLO I02,0 IOLj5 I02.I
Notes held by banks. . . . . 164 29.0 34.0 36.0
Note circulation in hands of

public, . .-, . ... ..

75.5 730 67.5 66.1

The notes in circulation in 1935 were issued
by the following issue banks in the amounts shown :

Bolivars {o00,000%s)

Banco de Venezuela, . . . . .

54.0
» Caracas . . ., .. .. . 9.6
»  Venezolano de Credito . . 17.5 -,
»  Mercantil y Agricola, . . 12.0
v deMaracaibo. . . . . , 5.0
»° Comercial de Maracaibo , 4.0
- .
, 1021 ,
18. - Deposits. ’
: Sight deposits : :
. of the
. Private Government
depositsin  with the Banco
allbanks  de Venezuela Total
' Bolivars (000,000's)
1930. . . I71.7 80.6 261.3
1933. . . 128.5 65.5 104.0
1934. . , 1230 78.6 20I1.6
1935. . . 144.4 102.7 247.1

. ' .
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VENEZUELA. COMMERCIAL BANKS Tahle 41 (a).
E v SUMMARY OF POSITION
| ACCOUNTS AT THE END OF JUNE
L 1930 1933 1934 1935
Numberofbanks. . . . . . . ... ...... 10 10 10 10
) - ASSETS Bolivars (000,000's}
I. flash ................... 155.7 | I44.1 | 143.8 | 2211
* (a) Gold, silver and small coin .". . . . . ., — — — —_
N (b) Inland notes and balances with central
- banks . . . . . .. . ... ... —_ —_ —_ —_
o 2. Other Items of a Cash Nature . . . . . . . . 16.4 2.0 34.0 36.0
3. Bills discounted and bought . . .. . . . .. — — — —
“(a) Treasurybills . . . . . ... . ... —_— — — —
( b) Commercial bills, Inland . . . . . . . . — — — —
*(c) Commercial bills, Foreign . . . . . .. — — — —_
4. Investments and Securities. . . . . . .  JEU — — — —
(a) Government . . . . . . . . .. .o — — —_ —
(b) Other . . . . . . . . . ... ... . — — — —_
5. Participations . . . . . .. . ... ..., — — —_ —_
6. Due from Banks (Correspondents). . . . . . . 64.8 13.5 14.9 18.2
(a) Athome. . . . . . . ... .. ... 6.4 5.5 7-3 7-4
() Abroad . . . . . . . . .. ... .. 58.4 8.0 7.6 10.8
7. Loans and Advances . . . . . . o . .. . 1889 184.0 1729 136.7
(a) On currentaccount . . . . . . . . . . — —_
(b) Other . . . . . . . . .. ... ... — — — —_
8. Cover for Acceptances . . . . . . . . . . .. — — — —

’ 9. Premises,etc. . . . . . . . .. ... — 6.5 12.1 20.6
10. Sundry Assets ... . . . . . .. Cee e 117.7 | 162.2 | 170.3 | 160.2
I1. Total Assets . . . . . . . « . « . . ... .| 5435 | 539.3 | 548.0 | 601.8

LIABILITIES
72. Capitalpaidup. . . . . . . . % . .« . . .. 50.8 50.8 50.8 50.8
13. Reserve Funds . . . . . . . . . .+ .. .. 18.4 23.9 |, 254/ 259
14. Profit-and-loss Account, Undivided Proﬁts etc. 2.5 0.9 0.8 0.9
- 15. Notes in Circulation . . . . . . . . . . . .. gl.g | 102.0 | I0I.5 | X02.I

".. 16. Cheques and Drafts, etc., in Circulation . . — — — —
17. Due to Banks (Correspondents) ...... . 22.6 6.6 4.8 117
% (a)*Athome. . . . . T e .. e e —_ 1.7 3.4 6.8

(b) Abroad . . . . . . e e e e e e 22.6 4.9 1.4 4.9
18. Deposits . . . . - . « . . e e e e . .| 2613 194 o | 2o0r.6 247 I
: {a)- Current accounts and sight deposrts — -

(b) Savings accounts ...*. . . . . .. . . — — — —

« (c¢)- Time or fixed deposits, . . . . ., . - . — — — —
" (d) Otherdeposits . . --. .. o . . . .. — — f— —
19. Rediscounts and Other Borrowings . . . . . . — — — —
20. Acceptances and Endorsements . . . - - . . . — —
21. Sundllj-y Liabilities. . . - « « « « « . . . . .| 960 | 1621 163.1 | 163.7
22. Total Liabilities . . - . « . % « w o o - & .| 543.5 | 539.3 | 548.0 | 601.6
23. Value’of currency in Swiss francs at the end of
3 June each year. . . . . . . x+ e+ .| 008 0.72 0.93 0.80
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The Yugoslav banking position remained strained
during 1934/35. Bank failures c¢ontinued, the
total number of joint-stock banks falling from 620
in 1933 to 602 in 1934, and an increasing number
of banking establishments took advantage of the
facilities ‘offered by ‘the Law of November 1933
relating to the Protection of Banks and their
Creditors * which was superseded in November of
the following year by a new and more extensive
law (see below). Of the 602 joint-stock banks
existing at the end of 1934, 176 were under a special
regime of suspension of payments, nine had applied

for reconstruction, and nine others had requested .

liquidation without bankruptcy procedure. By
the end of June 1935, the number of banks under
special protection increased to 209, nine additional
institutions had applied for reconstruction, and
twenty-seven other establishments had requested
liquidation. The stagnation of banking activity
during 1934/35 is further illustrated by the following
summary of the principal accounts of the twenty
leading joint-stock banks :

M ]
3I.XIl. 30.XIL 30.VI. 3I.XIL 30.VI. 3L.XI
1932 1933 1934 1934 1935 1935
Dinara (000,000').

Cashassets . . . . .. 290 344 244 276 279 403
Bill portfolio . . . .. 1876 1,740 1,50% 1,600 1,376 1,382
Loans on current account. 3,195 2,727 2,676 2,477 2,368 2,109
Deposita . . . . ... 5.891 5,506  S.244 5070 4,783 4,695
Of which— .
(a) Sight. . (1020} (879) [(963) f{or7}) (o022} (863}
(b) Savings . ., . . (2,558) (2,375) (2.324) (2,258) (2,232} (2,187)

fe} ' Kreditoren® . ({2,313) (2,252) (1,957} (1,901) {x,629) (I|645}

Despite the protection against withdrawals that
some 2 of the twenty leading banks enjoy, total
deposits with them declined by 436 million dinara
" during 1934 as against 385 millions in 1933, and
by a further 287 million dinara in the first six
months of 1935 as against a fall of 262 millions in
the first half of 1934. The decline in deposits was
due principally to the reduction in * Kreditoren
mainly accounts of industrial customers ; 3 of the

fall of 723 million dinara in total deposits in the .

‘eighteen months ended June 3oth, 1935, 623
millions were on account of this item and only
100 millions on account of withdrawals of ordinary
deposits. The contraction of the banks’ liabilities
to the public was accompanied by a reduction in
the bill portfolio, current account loans and in
cash assets. In the eighteen months ended June
3oth, 1935, the first two items fell by 364 and
359 million dinara respectively. Cash reserves
declined by 100 million dinara in the first half of

1934, but have since been reconstituted as a result
of attempts to increase liquidity. The ratio of
cash reserves to sight deposits stood at 32% at the
end of June 1935, as against 25% at the end of
June 1934 and 289 at the end of December 1932,

The reduction in deposits’ appears to have been
concentrated mainly with the leading banks.
Ordinary deposits, * exclusive of ~* Kreditoren ”
accounts, in all banks and savings institutions
including the Post Office have in fact, as the

following figures ‘show, tended to increase since -

the third quarter of 1934. O
l March June Sept. .. Dec. -
Dinara (000,000°s).
1932, « « . . . 11,875 11,016 10,743 10,226
1933 « + - v s 9.983 9.850 9,867 9,662
1934 . « « - . 9,912 9,837 0,888 9,780
I936. « - . . . 9,980 10,274 10,291 10,120

Interest rates have been reduced by a series of
laws. The Law of August 15th, 1934, reduced the
interest rate on loans granted by banks from a
maximum of 5 to 43 % above the Bank rate, and
the maximum rate on other debts was fixed at
89. (The National Bank had reduced its discount
rate from 7 to 634 % on July 16th, 1934.) In the
following month, the State Mortgage Bank reduced
its interest on all long-term mortgage loans from
8 to 7%, and extended the period for their redemp-
tion. By a Law of January 31st, 1935, modifying
that of August 15th, 1934, private interest rates
no longer depend on the Bank rate. (As from
February 1st, the National Bank' reduced its
discount rate from 6% to 5% and its rate for

-advances from #} to 6%.) The maximum rate

which the banks may charge for loans is fixed at
10 %, and interest rates on deposits are fixed at
4% for current accounts and 5% for time deposits

of at least three months. By a special law passed |

on February sth, 1935, the interest rate on the
agricultural loans of the banks was further reduced
from 6 to 4% %, and the rate on other agricultural
debts from 34 to 1%. T

The Law of November zznd, 1933, for the
Protection of Banks and- their Credifors. was
modified by a new law passed on November

-

2znd, 1934. The maximum period. for which'!a -

moratorium on old debts.may be granted is
extended from five to six years, ‘banks under
reconstruction may enjoy, . in _addition~ to the
moratorium, the facility of converting into shares

L]
Y

: See Comn_:erc:‘al Banks, 1929-1934, page 135, fora summary of this law and for the laws which it superseded.
In the third quarter of 1934, there were seven leading banks under protection; see Commercial Banks, 1929-1934.

* A large number of Yugoslav banks are modelled on the German
been close ; see Commercial Banks, I9I3-Ig29, pages 306-300.

banks, and their relations with industry have

¢ Figures of the National Bank covering all institutions except the co-operative credit societies, of which there were

4.552 in 1933. Since April 1935, the figures of the

National Bank include the accounts of the State Mortgage Bank,

which have been excluded in the June 193 5 figures given above,
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and special reserve funds a part of the claims of
depositors and other ereditors, and greater elasticity
is provided both for the settlement of debts, and
for drawing o savings. deposits. The scope of
these regulations is extended to cover co-operative
credit societies. . :

The exchange control regulations were relaxed
in the course of 1934/35. As from July 26th, 1934,
the proportion of the foreign exchange which
exporters were required to deliver to the National
Bank was reduced from 8o to 60%, and permission
was$ given for the remainder to be disposed of in the
free market. The Decree of January 15th, 1935,
modified the reserve requirements of the National
Bank, and recognised implicitly a depreciation
of 28.5% in the exchange value of the dinar in
relations to its gold parity. With a view to
permitting the complete liquidation of the foreign

211

revolving credits taken up by the Bank during the
period of exchange difficulties, the minimum cover
reserve ratio of the Bank was reduced from 35
to 25%. and its gold reserve requirements from
25 to 20% of notes and sight liabilities, The
National Bank was further authorised to write up
the book value of its gold and foreign assets reserves
by the amount of the premium of 28.5%. In
consequence of the liquidation of foreign credits
and the writing-up of reserves the total gold and
foreign asset reserves of the National Bank show
the following movement : they fell from 1,929
million dinara on January 15th, 1935, to 1,287
million dinara on January 22nd., The fixed
deposits with the National Bank forming the
counterpart of the foreign credits declined
correspondingly from 920 to 197 million dinara
during the same week. ]

Balance-sheet Summary.

General Noie. — The balance-sheet summaries
for- the end of 1933 supplied by the National
Bank do not provide the detailed composition
of various items. The composition of items 7 (b)
and 18 for 1933 has been taken from the Bulletins
of the Bank.

1. Cash.

14. Profit-and-Loss Account, elc.

It should be noted that the amounts shown as
net profits and as losses in the accounts of the
operations of the joint-stock banks do not tally
with these given in the profit-and-loss accounts,

17. Deposils.
The volume of deposits held in the more

Dinara (000,000's) 1930 1931 1932 important credit institutions not included in the
- Summary Table is as follows :
Cashinhand. . . © . . .| sIO 414 341
Balances with the National a Dinara (000,000°s ro29 | 1932 | 1933 | 1034 | 1933
Bank and Post Office . , 262 214 189 ( ) 9 | 193
Totalcash. . . .| 772 628 530 Post office(savings and :
cheque accounts). .| r.oz2r| r,387( 1,722 1,858, 2,040
State Mortgage Bank
7. Loans and Advances. (total private depo-
sits) . . ... ., 455 725 871l 1,031] 1,169
The sums under (&) are as follows : Municipal  savings
- N T banks (Slavonia). .| 1,025| 1,168| 1,277
Dinara (oc?o,ooo ) 1930 | to3r | 1982 1_9?’3 Total public banks .| 2,501| 3,280| 3,870
Loans against securities . .| 497 210 123 154 Total commercial
Mortgage loans. . . . . . 712 | 1,039 997 | 852 banks. . . . . . 13,186 0,556f 8,682 8,061
' Total. . 1,209 | 1,249 | 1,120 | 1,006 Grand total®. . |, |15,687|12,736|12,552
- » The grand total involves certain double counting, .
S L
. eLs. ) . . . ’
£ Sundry Ass _ 18. Rediscounts and Other Borrowings.
,Dinara (000,000’s) 1930 1631 1932 -
- Dinara (000,000's) 1930 | 1931 | 1932 | 2933
Merchandise . . . . . . . 2§ 42 24
Balance of : inter-branch Rediscounts . . . . . . . 738 | 1,336 | 1,447 | 1,280
accou'nts. e - — 5 12 Mortgagedebts . . . . . 41 38 35 169
Transitory accounts. . ...| , 64 39 39 Total. . . .| 779 | n.374 | 1.482 | 1,449
Sundry assets . .+ . . . 412 773 774 :
T " Total. . L .| ser 8 849 o pepers
i ° . . i 20. Sundry Liabilities.
13. Reserve Funds. . ' Dinara {000,000's) 1930 1031 1932
inara” : 2  Balance of inter-branch
Dinara (o00,000's + o 193 3 accounts, . . . . . . - 85 49 1;0
i 103
Reserve fund. . . . . . . 819 769 774 Transxtog-y accounts . . . 143
'Special TESETVES , . . » « 105 129 119 Sundry liabilities. . . . . 513 581 397
. Total reserve funds. .| o924 898 . 893 ; Total. . 741 733 567
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YUGOSLAVIA. COMMERCIAL BANKS - # : - Table 42 (a).
SUMMARY OF POSITION AT THE
END OF: .,
ACCOUNTS : | )
. , 1930 | 1931 1932 1933 1934
NumberofBanks . . . . .. . ... . ... 649 639 632 | 620
ASSETS. _ Dinara (000,000’s omitted)
LCash o o oo 772 628 | 530 | . 596 397
(a) Gold, silver and small coins . . . . . — — - - T
(b) Inland notes and balances with Central[
Bank . . . . ... .. .. ... — — - - — 8 '—
2. Other Items of a Cash Nature . . . . . . . 47 68 2; I e
3. Bills discounted and bought . . . . . . " 5,600 5,328 4,33 4,117 3,91
(a) Treasury bills . . . . . . . . . .. — - . - | = —
(b) Commercial bills, Inland . . . . . - - - = —
(¢) Commercial bills, Foreign . . . . . — — — - o
4. Investments and Securities . . . . . .. 1,293 1,196 1,088 1,013 898
(a) Government . .. . . .. ... — — - - —
(b) Other . . .. ... ... .... — - — — -
5. Participations . . . . . W h e e e e e e 274 256 223 148
6. Due from Banks (Correspondents). . . . . 852 338 | 227 271 e
(¢) Athome . . . . . .. ... ... — - — - —
(b) Abroad . . . . . .. .. ... .. - - —- — —
7. Loans and Advances . . . . ... . .. 9,625 | 8,356 7:366 6,473 5746
{a) On current account . . . . ., . . . 8,416 7,107 6,246 4,478 4,727
(b) Other . . .. . ... ... ... 1,209 1,249 1,120 1,995 1,019
8. Cover for Acceptances . . . . . . . . . . 73 74 8r | 76 63
9. Premises, etc . . . . . . . . .. .... 842 854 866 1,041 1,084
10. Sundry Assets. . . . . . . . . . . ... 501 854 849 1,087 -
11. Total Assets . . . . . .. ... .... 19,879 | 17,952 | 15,587 | 14,840
LIABILITIES.
12. Capital paid wp . . . . . .. . . . .. . 2,960 2,068 2,952 2,78
13. Reserve Funds . . . . . . . ... ... gz ggs 333 'gzg 2%‘%
14. Profit-and-Loss Account,Undivided Profits, etc. 230 172 55 85
15. Cheques and Drafts in circulation. . . . . — — _— — —
16. Due to Banks (Correspondents) . . . . . . — — — — —
(a) At home . . . . . . . e e . — — — — N
(b) Abroad . . . . . . . ... ., ... — — — — PR
17. Deposits . .. . . . .. ... ... ... I4,172 11,73 ' %
ng (83uryent accounts and sight deposits . 2,729 I,Qé ?’222 18 ’fgi S’QEI. '
avings accounts . . . . . ., ., . . . 6,86 ' 3,399 ¢
(‘ci) Time or fixed deposits . . . . . ., . 7f 7 —_ 7 5:3 3 4'_9_00 :
(@) Other deposits. . . . . . . . ... ,886 ' 6
18. Rediscounts and other Borrowings . . . . 3779 :gg: :'7§;' - 2'6§2
19. Acceptances and Endorsements . . . . . . 73 ’ 74 ’481 "44?3 1,267
20- Sundry Lia.bilities . . L 74I 733 ' 568 i 8%7 3
21, '(l‘;otal Liabilities. . . . . .. ... ... 19,879 | 17,952 | 15,587 | 14,840
22. Guarantees . . . . . . ., ... .. ..
23. Value of currency in Swiss francs at the 5302 7.7%8 6671 *| 6,479 _
endofeachyear . . . . ., ... . 0.091 0.001 0.069 | o.070 0.070
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YUGOSLAVIA. \
COMMERCIAL BANKS Table 43 (b).
. . SUMMARY OF PROFIT-AND-LOSS
. ACCOUNTS AND DI
ACCOUNTS PROF ITSL FOR 'IST-I{.I%IBY%I;EQI OF
) 193‘: 1931 - 1932 1933
- NumberofBanks. . . . . .. .. .. e e e 649 639 632 620
. _ , Dinara {oo0,000's omitted)
Capitalpaidup. . ., . . ... ... ..... 2,960 8
Reserves and Undivided Profits . . . . . . . . . 1:354 i:g?o z'gig 2'97,283
"I GrossProfits . . . . . . . . .. ...... 1,571 1,510 1,169 986
To be deducted :
2. Expenses. . . . . ... .......... 1,249 1,28 1,0 8o
(2) Salaries, efc. . ..o Lo oL 1,031 1,052 ‘ ’ng 65%
(b) Other working expenses . . . . . . . . 114 149 170 ., 1ol
(c) Taxeg, etc.. . . . ..., 104 85 61 48
3. Reserved for Pension Funds,etc. . . . . . . . 16 14 8 29
4. Written off on Depreciation Accounts for. . . .
: (a) Premises,etc. . . . . ... ... .. ’ . .
(b) Investments and securities. . .". . . . 50 3z 49 283
(c) Otherassets . . . . ... ... ...
5. Remaining Net Profit or Loss (—). . . . . . . 256 175 63 | —133
6. Carried forward from preceding year. . . . . . — — —_— —
7. Taken from Reserves or Capital. . . . . . . . 24 32 49 224
8. Total Amount disposed of for Dividends, etc. . . 280 207 112 91
9. Carriedto Reserves . . . . . . . . . . ... 63 78 34 29
10. Dividends . . . . . .+ . ... ... ... 189 110 71 57
11. Directors’ Fees,etc.. . . . . . . . . . . .. 28 19 7 5
12. Carried forward to following year . . . . . . . —_ — — —
13. Total as above . . . . . ... .. e e e 280 207 112 91
14. Value of currency in Swiss francs at the end of
eachyear. . . . . . ... e e e e 0.09X 0.091 0.069 0.070

This -Summary of profit-and-loss accounts of
the joint-stock banks of Yugoslavia, prepared
from the data, supplied by the National Bank,
relates to the same number of banks as the
Balance-sheet Summary. The figures on paid-up
capital and reserves and undivided profits of the
latter have been used also for the table on profit-
and-loss accounts. :

Except for items 4, 5 and 7, all the specifications
shown in the table correspond to the data
as supplied. by the National Bank. Item 4
represents an item entitled “ Losses . After the

Summary of Profit-and-Loss Accounts.

deduction of expenses, reserves for pensions funds,
etc., and amortisation, the remaining net profit
(item 5) is in each of the years under review
smaller than the total amount disposed in reserves,
dividends and directors’ fees, etc., as shown by
the original figures. This difference has been
accounted for by item 7 (Taken from Reserves or
Capital), which is not given in the original data,
and may be taken to represent the uncovered
losses of the banks which failed in the course

of 1930, 1931, 1932 and 1933.




