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Summaries of Balance-Sheets : -
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EUROPE

 ALBANIA.

There is no Albanian mint or printirig press. The following note, taken from the report prepared
by Professor Albert Calmés on the economic and financial situation of Albania, submitted to the Council
of the League of Nations, explains the currency situation:

“ Albania possesses no national system of metal coinage or paper money. The unit adopted for
public accounts is the gold franc. In practice, accounts are drawn up and payments are made in napoleons
and crowns. Napoleons are all 20-franc gold pieces, 10-franc gold pieces being reckoned as half-napoleons.
The coinage in most common use is that of the Latin Union and Austrian gold pieces of 8 florins. Crowns
are Austrian silver 2- and 1-crown pieces and 2- and 1-franc pieces of States belonging to the Latin Union
and of the Serb-Croat-Slovene State, which are considered as being equivalent to crowns. Silver coins
are accepted for payments up to any amount, but only at their intrinsic value as bullion. Their value,
therefore, varies in accordance with the number of crowns required to make up a napoleon. This value
has varied between 44 and 58 crowns; at the present moment ! it stands at 52 to 54. Copper coins are
mostly Italian. As regards paper money, paper lire are found on the coast. The paper drachmai,

- which used to circulate in’ the south, have disappeared, the Albanians having got rid of them in time.
In the Public Treasury, gold, silver, and paper are accepted without distinction. As regards silver and
paper, an official rate of exchange is fixed by a committee of merchants every week, the day after the
market, in each prefecture or sub-prefecture. The Public Treasury, however, only accepts silver coinage
at this official rate of exchange, plus 5 9, to cover risk of loss on exchange, and in the case of paper money,
plus 10 %. Consequently, payments into the Public Treasury are nearly always made in gold.”

1 e, Julylrgza.




Table 1.
AUSTRIA
AUSTRIAN
ACCOUNTS Position in Kronen
1920 1921 1922
ASSETS.
I. Metallic Reserve at home . . . . . . 0.05 0.08 0.05
(@ God . .. .......... 0.05 0.08 0.05
(8) Silver and Token coins . . . . . — — —
II. Other items of a Reserve or Cash nature. 113.8 241.8 106.6
III. Assets inand Claims on Foreign Countries 8.8 10.0 152,345.1
: (a) Gold Deposits abroad . . . . . — — —
(8) Book Balances and Credits abroad 8.8 10.0 152,345.1
IV. Commercial Bills . ... ... ... 426.0 | 29,373.6 781,767.4
(@ Inland . . . . ... ... .. 426.0 29,373.6 781,767.4
() Foreign . . ... ...... —_ — —
V. Securities and Investments .-. . . . . 0.1 0.2 1.8
(@) Government . . .. .. ... — — —
(&) Other. . . . . ... . .... — — —
VI. Loans and Advances . . . . . . . . . 23,364.6 | 152,439.7 | 2,558,874.6
(@) to the Government . . . . . . 22,595.6 | 151,773.1 | 2,558,379.8
(8) on Government securities
(© Other. . . .......... 7690 666.6 4948
VIIL. Sundries (including Premises, etc.) . . . 11,6945 | 25,533.8 | 1,143,421.7
VIIL. Total Assets . . . . ... ..... 35,607.8 | 207,599.2 | 4,636,517.3 | .
LiaBrLiTis '
IX. Capital . ... .......... — — —
X. ReserveFunds . . . ... ..... — — —
XI. Profit and Loss and Divid. Accounts, etc 37.3 400.0 4,501.6
XII. Notes in circulation . . . . . . . . . 30,645.7 | 174,114.7 | 4,080,177.2
XIII. Post Bills,.Cheques, etc., in circulation . — 6,951.3 369.5
XIV. Current Accounts . . . . . ... .. 3.778.4 | 19,503.2 369,465.6
(@) Government . .. .. .. . . — — 41,473.6
(6) Other. . .. .. .. — 2.0
XV. Other Deposits . . . .. . . . . a s,
posits . . . ... ... .. 6822 4,185.6 66,318.7
(¢) Government . .. .. ... . 540.4 2,591.5 57,208.2
(b) Other. . . ... ..... .. 141.8 1’
. . ,594.1 9,110.5
XVI. Sundres . . ... ........ . 464.2 2,444.4 115,684.7
XV iabi —| === ——
II. Total Liabilities. . . . . . . . . .. .| 35,607.8 | 207,599.2 | 4,636,517.3
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Tabie__ 1.

NATIONAL BANK Gold Kronen
. (000,000's omitted)
(000,000’s omitted) at the end of at the end of
Dec. March June Sept. Dec. 1923 1924
1923 1924 1924 1924 1924
93,326.1j| 106,662.8| 107,761.9] 108,950.1 110,890.3 6.5 749
93,326.1 106,662,8 i07,761.9 108,950.1 110,890.2 6.5 7-7
4,345,429.6|| 3,953.871.5| 3,178,339.3| 3,724,915.9 3,663,185.3]  301.6 254.4
4,345,429.6] 3,953,871.5 3,178,339.3| 3,724,915.9| 3,663,185.3 30I1.6 254.4
1,323,309.7|| 1,731,509.9] 3,080,901.3| 2,851,001.7] 1,880,213.8 9I.9 130.6
.1,323,369.7| 1,731,509,9| 3,080,901.3| 7,857,001,71 1,880,213.8 9I.9 1390.6
2,534,490.4)\ 2,205,427.8| 2,237,794.4| 2,210,527.4| 2,178,185.0] ° 176.0 151.2
2,534,490.4 2,295,427.8 2,237,794 4| 2,210,527.4] 2,178,185.0 176,0 151.2
2,010.3 1,889.9 1,568.4 1,686.8| 1,784,442.8 0.1 123.9
2,010,3 I,889.§ 1,568.4 1,686.8f 1,784,442.8 o.1 123.9
1,924,356.1|| 4,058,462.8| 3,663,977.8| 4,175.677.4| 4.588,928.3 133.8 318.7
10,222,982,2{(12,147,824.7|12,270,343.1{ 13,072,759.3; 14,205,845.5 709.9 986.5
432,000.0  432,000.0| 432,000.0]  432,000.0 432,600.0 30.0 30.0
97,313.0f 102,185.0 102,185.00 102,185.0f 102,185.0 6.8 7.1
64,191.5 — .- — 252,139.7 4.4 17.5°
7:125,755-2|| 7.144.900.8| 7.774.957-9 7,998,509-3 8,387,767.1] 4948 | 582.5
649,424.4)| - 752,813.8] 741,399.5| - 890,536.9]  553,449.9 45.1 38.4
1,854,298.1)| 3,715,925.1| 3,219,800.7| 3,649,528.1 4,478,303.8 128.8 311.0
10,222 982.2 12,147,824.7(12,270,343.1,13,072,759.3(14,205,845,5 709.9 986.5




AUSTRIA

NotEs.
Austrian National Bank: .

G i fer up to the

The figures for Austria given in Tables III, IV and V (Vol. I) and in Ta‘ple 1 above refer up to
end of Igzglto the Austrianggection (Geschaftsfiikrung) of the Austro-Hungarian Bank, which mstxtutlon:

3 i t for note issue on behalf of the Govern
established on January 1st, 1920, acted mainly as an instrument Ior nc > truction
" ment. The cessation of the Government issues was a funda;nénta})condnwn of the economic recons
of Austria rendered possible by the Geneva Agreement of October 1922. .

According to thg third Pr};tocol of that Agreement, a new bank of issue, independent of téle Goverarll—,
ment, had to be created. In June 1922 the creation of such a bank had already been planned an Npropoi S
put forward by the Government resulting in the Banking Law of July 24th of that year. O;l_l Bovlt:m er
14th, certain necessary amendments to that law as well as the_Statutes. of the Austr{an Nation: ha.n t:/vere
passed by Parliament. The share capital required was duly S}Ibscrlbed, the major part of the s a.resé

. being paid for in American, English, Swiss, Dutch or Scandinavian currencies — cglculated at the curren

dollar rate — and the rest in Austrian gold currency and gold Treasury bonds (of the Austrian 8 per cent
Gold Loan of 1922). By a Federal Decree of December 29th, 1922, the assets and liabilities of the Austrian
Section of the Austro-Hungarian Bank were transferred to the Austrian National Bank, which also absox:bed
the Central Exchange Committee (Devisenzenirale). By the latter transaction the new Bank came into
the possession of that institution’s foreign balances and other foreign assets, in respect of which, formerly
the Austro-Hungarian Bank and later the Austrian Section had acted as Trustees, although_they_ never
appeared in their balance sheets. The new Bank opened its doors on January znd, 1923. The inflationary
issue of notes by the Austrian Section of the Austro-Hungarian Bank on behalf of the Austrian Government
ceased on November 18th. o

The Austrian National Bank is an independent joint-stock company with a share capital of 30 million
gold kronen. It is under the direction of a General Board, all the members of which are elected by the
shareholders, with the exception of the Goyernor of the Bank, who is appointed by the President of
the Austrian Confederation. According to a provisional amendment to the Banking Law and the Bank’s
Statutes adopted in April 1923, the President of the Confederation has appointed a foreign Adviser to the
Governor and the General Board, whose office shall terminate coincidentally with that of the
Commissioner-General of the League of Nations. All important decisions of the Managers, the General
Board or the Governor must be submitted to the Adviser for approval. By a further amendment of
November 6th, 1924, an Executive Committee was established to be composed of the Governor, the
two Vice-Governors, the Head Manager and the Senior Director. The Executive Committee replaces
the General Board when emergency decisions have to be taken, especially in regard to the discount
policy. These decisions, however, must be submitted to the General Board at its next meeting and
can be modified by it.

The annual balance sheets of the Bank have to be expressed in gold kronen. For the end of 1923 and
1924 statements both in paper and gold kronen are given in Table 1. The dividends are likewise to be paid
in gold kronen. Of the net profits, less the statutory deductions to be made for a Reserve Fund and a
Pension Fund, two-thirds to three-quarters, depending upon the amount of these profits, are allocated to
the State, the rest being used for dividends. According to an agreement between the Government and the
Bank, the profits allocated to the State are used for paying off the State debt to the Bank.

Metallic and foreign exchange reserves — Exchange policy :
The gold reserve as shown in Table IV (Vol. I) and in the statements for 1920-1922 in Table 1 above, as
well asin the special gold kronen statements for 1923 and 1924 of that table, is counted at the pre-war
?anty. I kg. gold = 3,278 ‘kronen. The paper value of the reserve as shown in the quarterly statements
Or 1924 in the latter table is calculated in conformity with the statutes of the Bank, on the basis of half-
yearly averages of the gold-kronen rate as fixed every week for the payment of customs duties.
Lawl\ig(sit :ﬁ etltéi g:l? of the:ﬁs\l ational Bank was received in payment for the share capital. Under the Bank
g atutes no distinction is made betv ld and forei i i
. 2 25 Metatts oy ween gold and foreign assets in stable currencies, both

I er for note circulation and sight obligations. Thi i
from the liquidation of the Austro-Hungarian Baj ; : o Tt Mg e Government

) \ nk has not been ceded to the National Bank but sold
xfloaid t:rc:gghAthe Intermediary of the Bank. Against 15.4 million kronén of this gold received in 1921
o r?lzm ,e nt? ustrian S_ectmn of the Austro-Hungarian Bank, however, had made an advance to the

 over o - In anticipation of the League of Nations Reconstruction Loan, The National Bank took

§ claim for this advance, the gold security for which was sold for the account of the Government
¢ )

. <



AUSTRIA II

when the reconstruction loan had been floated. A portion of the reconstruction loan was released by the
end of March 1924 and used for paying off this 15.4 million kronen advance, which had been incorporated
in the State loan debt to the Bank (¢/. below: “Indebtedness of the State to the National Bank”). #3 i

The initial amount of the Bank’s foreign exchange reserve consisting of credit balances abroad, and,
to a lesser extent, of foreign bills, was taken over from the Central Exchange Committee. The increase in
1923 was derived in part from the subscriptions to the share capital paid in foreign currency but mainly
from those portions of the proceeds of the reconstruction loan which the Government sold to the Bank in
exchange for bank notes. .

" The financial crisis in the spring and summer of 1924, resulting from the Stock Exchange and French
franc speculation, put a strain on the National Barik’s foreign exchange reserve which fell from 307 million
gold kronen on March 7th to 214 millions on June 15th, On the 5th of that month the rate of discount had
been increased from g to 12 per cent, and at the turn of the month there was aslight recovery of the reserve
to about 220 millions, at which level it remained until August 23rd. ‘A further increase of the discount rate
to 15 per cent! had been made on August 1zth, and by the end of that month the exchange reserve rose to
about 240 million gold kronen. Those who possessed assets in foreign currencies did not seem disposed,
however, to place any further funds at the disposal of the National Bank, mainly on account of the ob-
structions which actually were, or were felt might be, imposed on the free traffic in foreign exchange. In
order to provide a guarantee against this risk as well as that of an exchange depreciation, the National
Bank introduced in September a system of combined spot and forward transactions in foreign exchange —
the so-called Koségeschift. These transactions are carried on so that the Bank buys foreign exchange for
kronen but at the same time undertakes an obligation to re-sell to the customer in one, two or three months,
the same exchange at the same rates, against payment of a certain commission (Koségeld). These opera-
tions, representing in point of fact a special form of advance by the Bank, developed rapidly. The greater
part of the exchange thus temporarily acquired was included in the gold-exchange reserve for the notes
as shown in the balance sheets, which reserve increased simultaneously. On December 31st, 1924, the Bank
held - Kostdevisen to an amount of 124.9 million gold-kronen, whereof go.6 million were included in the
metallic reserve, the remainder being included in the sundry assets together with certain other exchange
holdings riot eligible for the reserve. 'When calculating the foreign exchange net reserve, however, the
Kostdevisen have to be excluded, as the Bank, in buying them, has incurred an equal contractual liability
in foreign exchange. In Table 1, therefore, they have not been included in the exchange reserve under III (b)
but are entered in group VII, whereas the credits which they represent and which are shown as Evidenz-
posten under sundry assets in the balance sheets have been added to the advances in group VI () of the table

The position of the total exchange holdings of the Bank at the end of December 1923 and 1924 is
shown below (000,000’s omitted).

End of December 1923 December 1924
. . Gold  Paper Gold Paper
A. Gross holdings: kronen kronen kronen kronen
Exchange eligible for the metallic reserve
under Art. 85 of the Statutes . . . . . 298.6 4,299,727.7 2407 3,465,596.5
Kostdevisen . . . . . . v v v v« o — .= 124.9 1,798,661.5
Other assets in foreign currency not eligible )
’ for the metallicreserve . . . . . . . I25.4 1,807,811.7 175.4 2,526,590 6
o Total . 424 6,107,539.4 541~ 7,790,848.6
B. Liabilities in foreign currency: :
Liability for the Kostdevisen . . . . . . . — — 123.8 1,783,063.1
Other liabilities . . . . . .. ... .. I22.4 1,762,109.8 162.8 2,344 600.2
Total . r122.4 1,762,109.8 286.6 4,127,663.3
C. Foreignassets netveserve (AminusB) . . . 301.6 4,345,429.6 254.4 3,663,185.3

The above net reserves are those shown in Table V (Vol. I) and under ITI {5) in Table 1. The difference
between the liability of the Bank on account of the Kostgeschdft and the value of the Kostdevisen as shown
above is due to the difference between the Kost rates and the balance-sheet rate arising from the
improvement in the sterling exchange.

The reserve at the end of September 1924 as given in these tables may include a minor portion of
Kostdevisen not shown separately by that time. The® other” assets in foreign currency consist mainly
of such proceeds of the reconstruction loan as are deposited with but not sold to the Bank by the Govern-
ment. These deposits form almost the whole of the “other” liabilities in foreign currency shown under B

1 On November 6th, 1924, the rate of discount was lowered to 13 per cent.
<



’ 12 . AUSTRIA

in the above statement and have been utilised in part by the Bapk for the purposg:‘of making advances
in foreign currency to private customers in Austria on the condition of repaf'ymeni,:, in the same currency.
These advances are not shown separately in the returns of the Bank. The other foreign assets include
certain bills and credit balances payable in such currencies as are not admitted as note cover under
Article 85 of the Statutes; which represented, at the end of 1923, 6.3 per cent and, at the end of 1924,
3.6 per cent of the total gross holdings of foreign exchange

The severe cxchange regulations introduced at the time of the exchange depreciation were gradually
loosened by decrees of July 14th and

December 27th, 1923, and October 2gth, 1924. In conformity with
the Geneva Agreement of September 16th, 1924, whereby the Government engaged itself “to take measures
to permit free dealing in foreign exchanges”, a decree was issued on March 23rd, 192 55 by whlch. practically
all remaining exchange restrictions were removed. As aresult the Kostgeschéfthas dlmlms}lec} since the er.ld
of March 1925. A provision still maintained, under which exchange brokers are made subiect to special
authorisation and control, is mainly of an administrative character.

Indebtedness of the State to the National Bank :

The Government debt to the Austrian Section of the Austro-Hungarian Bank is shown under VI(a)
in Table I and represents Treasury bills discounted. In connection with the establishment of the National
Bank, the discounted Treasury bills were converted into special Federal loan debt bonds which were taken
over by the Bank and are shown under V{a) in Table 1. According to an agreement between the Govern-
ment and the Bank, concluded in July 1923, the Federal Loan debt is subject to an interest of 3 per cent
per annum, one-sixth of which is to be effected in the form of automatic repayments of 1 /24 per cent of
the debt each month. Further, the Government’s share in the net profit of the Bank and its profits from
the issue of divisionary coins have to be used for the same purpose. Certain additional repayments were
made in 1924 by: (@) 15.4 million gold kronen released on the reconstruction loan whereby the advance
granted in 1922 by the Austrian section of the Austro-Hungarian Bank was liquidated (for details see page 11
above); (8) part of the yield of the Vermigensabgabe; (c) one-fifth of the interest actually paid by the
Government in 1924. Under a special agreement concluded at the end of that year, the Government
part of the “Currency Reserve” (Wahrungsreserve) (the whole of the amount shown for the end of 1923
under group X in Table 1), which reserve represents the value of certain foreign exchange balances taken

over from the Central Exchange Bureau and the Austrian Section of the Austro-Hungarian Bank, will be
bought by the National Bank for 50 milliard kronen

(5 million schilling) by writing off this sum from the
State loan debt in six instalments during 1925. :

According to the new Bank law, the National Bank must not grant any advances, directly or indi-
rectly, to the Government, the Provinces or the communes, except against full cover in gold or foreign
currency. ‘

Note circulation:

. The National Bank has the exclusive privilege of note issue. If the Federation issues specie the Bank
is bound to withdraw from circulation bank notes of a corresponding value. The practical limitations to
t}}e note circulation are, however, as follows. Under Article 85 of the Bank Law, the total of the note
circulation and the Bank’s Habilities payable on demand, less the fiduciary issue against the Federal Loan
debt, shall be covered by the cash reserve to the extent of 20 per cent for the first five years, 24 per cent
for _the following five years, 28 per cent for a further five years, and 33 1 /3 per cent for the rest of the time
which will elapse until cash payments are resumed. As cash reserve may be reckoned: (a) gold; (&) foreign

. notes “which have not undergone any violent fluctuations of exchange”; (c) bills of exchange “which are
made out in currencies not having undergone any violent fluctuations of exchange, are payable at leading
banking centres in Europe or America and drawn upon banking institutions of unquestioned solvency”;
and (d) credits and deposits “which are available at any time and are held at leading banking centres in

Eurqpe or America in institutions of unquestioned solvency”, at least 25 million gold kronen in such
credits and deposits to be held by

1 the Bank until cash payments are resumed. (The cover here defined corres-
ponds to items I(a) and III(J) of Table 1.)

In so far as the liabilities to be covered in conformity with the above regulations exceed the cash

reserve, they were to be covered —according to the original wording of Article 86— by bills discounted and,
though for a period of five years only, by ad ank. By an amendment

to Ac ! ) vances on securities pledged with the B

o Article 86 which came into effect on January 1st, 1923, this supplementary or so-called banking cover
12}11?; (li'xactl:il}e: uIiI addition (a) foreign exchange not eligible for the cash reserve and () token coins. Since
@ Kosldevizenaitxiogslllfrmk has introduced corresponding headings in its weekly return and shows, under

{ and sterling currency. As already mentioned, these Kosidev: i
in the cash reserve from September and up to the end of Dec}e’:mber 1924. ' ostdevises were included
1



AUSTRIA I3

The Sichikassenscheine shown in Table III (Vol. I) correspond to those given at the end of 1921
and 1922 under XIIT in Table 1 above. These Kassensckeine, which bore no interest and were payable
on demand, were issued repeatedly as temporary currency when the supply of bank notes ran short and
were subsequently exchanged for bank notes. (For details concerning deposits and sundry liabilities, see
Memorandum on Central Banks 1913 and 1918-1923, pages 91 and gz. -

Introduction of the schilling currency :

A Federal Law passed on July 19th, 1923, authorised the issue of token coins of nickel, copper and
aluminium to replace small banknotes in denominations up to 5,000 kronen. These token coins, which
are expressed in kronen and could be issued to a maximum of 20,000 kronen per head of the population,
are legal tender only for amounts up to 00,000 kronen. Only coins in denominations of 100, 200 and
1,000 kronen were actually issued. ’

On December 21st, 1923, a new law was passed authorising the issue of silver coins to replace the 5,000
and 10,000 kronen notes, These coins were to be minted in three denominations equivalent to 5,000, 10,000
and 20,000 kronen respectively and to be called “Halbschilling”, “Schilling” and “Doppelschilling”.
Only the two first-mentioned denominations have been actually coined. These new coins are composed of

I(f%’silver a.ndﬁg copper, the halbschilling containing 2.8 and the schilling 5.6 grammes of fine

silver. Under the above law, the schilling coins were unlimited legal tender but their issue was limited to
60,000 kronen (6 schilling) per head of the population. 314 millions of these coins were issued in 1924
through the National Bank, which, in conformity with the Bank Law, withdrew an equal sum in bank notes.
On account of their high silver contents and the rise in the price of silver, the schilling coins immediately
disappeared from circulation. ’

The Geneva Agreement of September 16th, 1924, contained a clause drawing “the attention of the
competent authorities to the desirability of establishing, at an early date, a legal relation between the
Austrian crown and a given weight of gold”. Acting in conformity with this recommendation, the Govern-
ment submitted to Parliament on December 12th, 1924, a draft law providing for the introduction of
schilling accountancy, the minting of gold coins and other measures concerning the currency system™
which law was passed on December 2oth. In point of fact a new currency system was introduced by this law.

The unit of currency is the gold Schilling divided into 100 Groschen (official abbreviations S.
and G.). The schilling is equivalent to 10,000 paper kronen and contains 0.21172086 gramme of fine gold
(which gold content is based on that of the gold krone converted at the rate of 14,400 paper kronen). The
schilling was to be adopted as unit of account in the State administration as soon as possible after December
31st, 1924, and not later than June 30th, 1925. By March 1st the post-office and post-office savings bank,
the telegraph, telephone and Federal railway administrations, as well as all banks, including the National
Bank, and most private firms had adopted the schilling accountancy. The National Bank is to continue,
however, to publish its annual balance sheet also in gold kronen under the Bank Law. The Federal Govern-
ment is authorised to fix a date after which compulsory schilling accountancy has to be applied by all
persons and corporations which are bound to keep books under the commercial law. Sums expressed in
kronen in previous laws are to be converted into the new currency at the rate: 1 schilling = 10,000 kronen.

The Federal Government is authorised to mint gold coins in denominations of 25 and 100 schilling of a
fineness of goo parts gold and 100 parts copper, and the National Bank is bound to buy all gold offered to
it at the price fixed by the law. The gold coins are unlimited legal tender.

In addition, divisionary coins in silver and bronze have to be minted, the silver coins in denominations
of halb-schilling and schilling !, and the bronze coins in denominations of 1, 2 and 10 groschen: The

fineness of the silver coins is reduced by the new law to I—o-:-'g silver. The issue of silver coins is limited to a

maximum of 10 schilling and that of groschen coins to 5 schilling per head of the population. The silver
coins are legal tender for amounts up to 50 schilling and the groschen coins for amounts up to 10 schilling.

The token coins in denominations of 100, 200 and 1,000 kronen, minted under the law of July 1gth,
1923, are to serve temporarily as x, 2 and xo groschen coins. The silver coins minted under the law of
December 21st, 1923, ceased to be unlimited legal tender from December 31st, 1924, but will be accepted
in payment without limitation at all public pay offices and at the National Bank up to December 31st,
1926. The old Austrian coins expressed in kronen and heller cease to be legal tender on December 31st, 1925.

A certain quantity of nevs token coins was put into circulation in the first half-year of x925. The
National Bank has likewise started the issue of bank notes expressed in schilling, but may continue to
issue kronen notes up to the end of 1926.

1 The z;uthorisation to mint doppelschilling will not be made use of.



Table 2

BELGIUM
ACCOUNTS
1913 1918
ASSETS.
I. Metallic Reserveathome . . . . . . . . . . . . 305.4 289.7
@ Gold . . ... ...... . ....... 249.0 264.9
(b) Silver and Tokencoins . . . . . + o « 4 . . 56.4 24.8
I1. Otheritems of a Reserve or Cash Nature . . . . . . 12.4 1.4
ITI. Assets in and Claims on Foreign Countries . . . . . — —
(@) Gold Depositsabroad . . . . .. . .. .. —_ —
(b) Book Balances and Credits abroad . . . . . . —-— —
IV. Commercial Bills . . . ... .......... 8or.4 402.2
(@ Inmland . . . ... ............ 634.8 3or.5
()) Foreign . ................ 166.6 100.7
V. Securities and Investments . . . . . . . . . . . . 102.8 2,601".0
(@) Government . .. ............ 58.5 | 2,598.3
: (6) Other. . . . . . ... .......... 44.3 2.7
- VL. Loansand Advances . . . . . ... ....... 61.4 455.0
(4) tothe Government . . ... ....... — 371.2
(b) on Government securities . . . . . . . . . 61.4 83.8
(€ Other. . .. ............... — —
VIIL. Sundries (including Premises, etc.) . . . . .. ... 36.8 213.9
VIIL. TotalAssets . . ... ............ 1,320.2 | 3,963.2
Liapities.
IX. Capital . . ... ... ............ 50.0 50.0
X. ReserveFunds . . ............... 50.5 57.X
XI. Profit and Loss and Dividends Accounts, ete. . . . . 4.3 4.3
XIL Notes in circulation . . . . . ... ....... 1,067.3 | 3,210.5
X1II. Post Bills, Cheques, etc,, in circulation . . . . . . . —_ —
XIV. Current Accounts . . . . . .. ......... I17.1 582.7
’ (@) Government . ..., ..., . .. ... . — —
() Other. . . . .. .. ... .. .. .. .. — —
XV. Other Deposits . . . ., .. ... ...... . 19.0 18.0
(@ Government . .. .,.,..L. . ... ... 9.6 16.1
() Other. . .. ... ... ... ..., .. 9.4 1.9
XVI. Sundries (including Pension Funds) . ... .. .. 1.9 40.6
XVIL Total Liabilities . . . . . ... .. ....... 1,320.2 | 3,963.2
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Table 2.
BELGIUM
NATIONAL BANK OF BELGIUM
Position in Francs (000,000’s omitted) at the end of
March June Sept. Dec.
192 I

I919 920 921 1922 1923 1924 To24 %924 1924
293-5 294.4 307.2 323.9 345.6 340.7 3374 337-5 346.3
266, 4 266, 5 266,6 268.9 270.5 270.5 270.5 270.5 272.3
27,1 27.9 40.6 55.0 75.1 70,2 66.9 67.0 74.0
7.8 2.7 6.7 4.0 6.8 31.5 22.4 19.8 20.8
4521 | 8888 ) 4784 | 7305 | 1,373.0 L,404.8 | 1,312.4 | X,344.2 1,583.4
395.2 861,6 458.3 713.1 | 1,354.8 1,387.0 | 1,294.9 | 1,327.1 1,553.4
56.9 27.2 20,1 17.4 18.2 17.8 | 17.5 17.1 30,0
6,390.6 | 6,093.2 | 6,095.6 | 5,998.9 | 5,902.1 5:904.x | 5,854.4 | 5,856.0 5,806.2
6,388,1 | 6,090.6 { 6,093.0 | 5,995.8 { 5,899.1 5,900.5 | 5,850,9 | 5,852.5 5,802.6
2.5 2.6 2,6 3.1 3.0 3.6 3.5 3.5 3.6
63.3 161.1 208.0 275.3 355.1I 425.8 519.3 380.3 583.9
63.3 161,1 208,0 275.3 355.1 425.8 519.3 380.3 583.9
208.3 144.4 158.4 176.1 180.3 116.4 187.4 117.5 I9I.4
7,415.6 | 7,584.6 | 7,254.3 | 7,508.7 | 8,162.9 8,223.3 | 8,233.3 | 8,055.3 8,532.0
50.0 50.0 50.0 50.0 50.0 50.0 50.0 50.0 50.0
59.5 61.6 64.1 67.1 70.3 70.6 72.3 72:5 74.1
4.3 5.3 5.6 5.6 6.5 — 6.8 -4 7.4
4,785.9 | 6,260.5 | 6,415.0 | 6,876.4 | 7,537.2 7,651.7 | 2,668.8 | 7,526.1 7,873.1
2,481.7 | 1,150.3 667.1 456.8 430.3 414.8 348.2 381.7 437.7
242,6 - 59.5 93.5 56.5 20,6 46.5 58.6 116.5 1.8
2,239.1 1,099.8 573.6 400.3 409.7 368.3 289,6 2635,2 435.9
15.5 20.1 23.I 21.6- 35.2 31.8 48.3 20.3 48.9
6,7 15.0 15.0 15.5 22,4 0.3 26,0 0.5 28,1
8.8 5.1 8.1 6.1 12.8 315 22.3 19.8 20,8
18.7 27.8 29.4 3L.2 33.4 4.4 38.9 47 40.8
74156 | 7,584.6 | 7,254.3 7,508.7 | 8,162.9 8,223.3 | 8,233.3 | 8,055.3 8,532.0
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Nortes.
Metallic reserves and foreign assels:

" On account of the German occupation of Belgium, the gold reserve of the National Bank was deposited,
during the whole war, with the Bank of England earmarked for Belgian account. After the Armistice,
it was brought back to Belgium. The small augmentation of the gold reserve in recent years is due to
purchase of gold produced in the Congo. ]

By a law dated December 31st, 1921, the Government was empowered to issue token currency in
denominations of 1 franc to a value of 75 million francs. By a law dated June 17th, 1923, the Minister of
‘Finance was authorised to issue a further quantity of two-franc pieces to a value of 30 million francs. The
increase of the reserve figures shown under 1 () in Table 2 above is made up mainly of such new token coins.

The combined figures for the Bank’s foreign-bill holdings and its foreign balances given under IV (&)
in Table 2 and in Table V (Vol. I) are included in the metallic reserve as shown in the balance-sheets and
are counted, therefore, like the gold and silver coins, at the legal or pre-war parities. The equivalent in
Belgian paper francs of this foreign exchange reserve converted at the average New York rate on Brussels
during the month preceding éach of the dates given in the tables was as follows (000,000’s omitted):

‘End of End of
December 1918 . . . . 1134 March 1923. . . . . 59.5
» 919 . . . . 1162 June » ..., .. 61.8
» - I920 . . . . 839 Sept. » ... .. 712
» 92T . . . . 52— Dec. ... 467
March 1922 . . . . 43.9 March 1924 . . . . . 88.9
June . 45.9 June » .., .. 752
Sept. » oL ... 5L.4 Sept. » ... .. 66.8
Dec. » L. 507 Dec. Yo 116.6

The increase shown above in December 1924 was connected with the floating on the American market

jn the middle of that month, of a State loan of $50 millions at a net interest of 7 9, and repayable
In 30 years. This loan, which constitutes only the first half of an expected 100 million dollar loan, the
second half to be raised early in 1925, was contracted for the purpose of consolidating part of the floating
debt, represented l?y “industrial war damage securities”, for the economic development of the Congo
and for the protection of the franc. The National Bank has declared itself disposed to undertake — under
the control and for the account of the Government — the management of the foreign assets arising from
the loan with a view to regulating the exchange rates. Moreover, under a special convention, the Bank
has agreed to treat as unproductive metallic reserve “such portions of the dollar holdings as are given to

it in exchange for bills from its own portfolio, the sums accruing from the i t
holdings to be attributed to the State”. g ° Hvestment of these dollax

According to information in the financial Press, the negotiations for th j
loan have bots adjorscd o st iy A gotiations for the second half of the projected

Securities, loans and advances of the National Bank :

The claims on the Government shown

under V (a) in Table 2 above, the grea i
counter-value for the notes in circulation, were coxgposed as follows: * reater part of which serve as

Francs (000,000's omitted), ’
End of: rox Dec. March June Sept.  Dec.
Tovestments fn e 913 1918 1919 1920 I92r 1922 1923 1924 1924 1924 1924
ment securities . . ., ., 8. . ‘
Intor-provinein debt fakeh 58.5 80.6 108.1 1106 XI13~ 1158 . 119.1 120.5
over by the State . . ., »
Belgian Treasury Bonds
representing the advance
to the State for the
withdrawal of German *
currency . . , , , — .
ncy . (2,037.7) 5.800.~ 5:509.~ 5,500.~ 5,400.- 5

58.5 2,508.3 6,388.1 6,000.6 6

120.9 122.5 122.6
— 480~ 480~ 480~ 480~ 480.- 480~ 480~ 486- 480~ 480

»300-~ 5,300.~ 5,250~ 5,250~ 5,200.~
»093-~ 5:995.8 5,899.1 5,900.5 5,850.9 5,852.5 5,802.6
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The figure in parentheses in the 1918 column includes 1,481.9 million francs shown in the balance-sheet
as a “claim on the German State on account of the withidrawal of mark currency”. This claim was trans-
ferred later into an advance to the Belgian Government and incorporated in the 5,800 million francs
advanced to the State under the Convention of July xgth, 1919, for the withdrawal of the mark notes put
into circulation in Belgium during the German occupation. Article 3 of that Converition reads as follows:

The State engages itself to repay as fast as possible the advances made by the Bank. The profits from the total
or partial sale (alinalion) or pledging (dation cn gage) of the mark notes withdrawn from circulation and deposited
with the National Bank shall be used as repayment of these advances.

The advances are given free of interest; but, as compensation for the cost of printing the notes issued
in connection therewith, the Government pays a provision of 1 /4 9, p. a. “of the note circulation in excess
of that fraction which corresponds to the interest-bearing operations”, this provision to be increased
by a sum corresponding to the annual stamp duty on the bank notes. .

It will be observed that the Government repaid to the Bank 600 miliion francs from the end of 1919 to.
the end of 1924. By a law of August roth, 1923, a sinking fund was established and a definite scheme for
the repayments in the future adopted. The regulations concerning the sinking fund read as follows:

There is cstablished a special fund to be utilised, under conditions to be fixed by the Minister of Finance, for the
amortisation of the advances given to the State by the National Bank of Belgium in view of the withdrawal of the German
currency authorised by the law of October 24th, 1919. This fund will be formed from:

(1) The German currency withdrawn from circulation in Belgium and oa the territory of Eupen-Malmedy and all

resources arising from the utilisation of this currency;

(2) The sums accrued to the State on account of fraudulent exchange of German currency;

(3) A sum equal to the net profits from the liquidation of: (a) the property of German subjects seized by virtue of
the laws of November roth, 1918, and November r7th, xg21; (b} non-seized securitics given to Belgium in execution

of Section 1V, Annex S. 10 of the Treaty of Versailles; .
(4) Sums to be provided for each year in the Budget for the purpose of the amortisation of the advances given in

conformity with the law of October 24th, 1918.

In conformity with the above law, a grant of 50 million francs for the special sinking fund was provided
for in the Budget for 1924, a corresponding repayment of the Government debt being made in April and
May, and at the end of December another 50 million francs were repaid.

According to Article 23 of its Statutes, the National Bank was allowed to hold discounted Treasury
bills only up to 20 million francs. It is not stated in the reports of the Bank whether the domestic portfolio
shown in Group IV (a) of Table 2 above contains any such bills. The sum shown under VI (a) at the end
of 1918 consisted of 131.5 million francs advanced to the State on current account and 239.7 million francs
for “payment during the war of coupons and unpaid interests on Belgian State loans”. Since then, no
such advances have been accorded to the Government. It will be noted from the table, however, that,
apart from the discounts, advances on Government securities represent the only other advances of the

Bank.

Note circulation :

. Owing to the German gccupation, it is not possible to compare the note circulation in Belgium for the
years 1914 to 1918 with the pre-war and post-war circulation. After December 22nd, 1914, the National
Bank of Belgium was prevented by the German authorities from issuing notes or re-issuing those which
were returned to it. As a result, the bank notes in circulation diminished gradually from the end of 1914
until the Armistice. The actual figures were as follows:

Francs (000,000’s omitled).

December I9T4 . . . . . . .. v 4 .. . . 1,614
LI £+ < T 1,320
» IOI6 . . . . . e e 1,282
» B o 7 1,268

In addition to the National Bank notes, an issue was begun in August 1914 of comptes couranis notes,
to meet demands against current dZccounts with the Bank, more especially of the Caisse géndrale d'Epargne.
The total issue was limited to 200 million francs, and after the spring of 1915 these notes were gradually
withdrawn from circulation: The maximum figure reached was that for January 15th, 1915, when there
were 180,310,400 francs in circulation. By December 31st, 1918, the circulation had decreased to 36 million
francs, and by the end of 1922 none of these notes yas outstanding.
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The main issues during the German occupation, however, consisted of the notes of the Sociélé générale
de Belgique and of German notes, which had a forced legal tender at the rate of 1 mark to 1.25 francs.
The Issue Department 6f the Société générale de Belgique was transferred after the Armistice to the National
Bank. The small quantity of compies courants notes and notes of the Société Générale de Belgique out-
standing at the end of 1921 were withdrawn during the course of 1922, with the result that the notes of th
Bank of Belgium are now the only form of paper circulation. -

The extension of the circulation to Eupen and Malmedy naturally invoived an additional demand for
currency. The quantity of German marks exchanged in these districts is indicated by a law dated March
23rd, 1923. By this law, the exchange which had been effected of g million francs against g million
marks, an advance of 65 million franes and the issue of bons de caisse for 45 million francs, both for conver-
sion purposes, were approved.

On October 12th, 1918, a decree had been issued prohibiting the import of additional mark currcncy
from Germany into Belgium. The German currency was then gradually withdrawn, exchanged and put
out of legal circulation: () to the extent of 1,792 million francs by means of three-year 5 per cent Treasury
Bills (November gth, 1918-January 15th, 1919); and (b) to the extent of 5,800 million francs by the above-
mentioned advances from the National Bank. The rate of exchange was fixed at x mark to 1.25 francs.
Subscribers to the Treasury Bills were given the option of paying three-quarters of their subscriptions in
German marks.

By July 1919, the Bank had issued notes to the value of approximately 3,500 million francs, against
5,500 million francs’ worth of currency withdrawn. The balance, which remained for a considerable
time with the Bank in the form of current accounts, has since been largely drawn upon, as is illustrated
by the movements in the items XII and XIV of Table 2 above. It will be observed that, until June 1923,
the note circulation of the Bank increased roughly in proportion with the reduction of the current-account
liabilities of the Bank. It should be noted in this connection that the demand for Belgian currency has
increased since June 1st, 1922, when the Monetary Convention with Luxemburg came into force, the
currency having to serve an additional population of approximately 300,006 persons.

(See also notes under LUXEMBURG and SWITZERLAND.)
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le 3.
Tab BULGARIA
ACCOUNTS
1913 1918 1919
ASSETS,

I. Metallic Reserve at home . . . . . . . 78.7 83.4 54.I
(@ Gold . . ............ 55.3 64.0 37.0
(b) Silver and Token coins . . . . . . 23.4 19,4 17.1

II. Other items of a Reserve or Cash nature — — —
IIL. Assets in and Claims on Foreign Countries 12.2 116.2 25.1

(@) Gold Deposits abroad . . . . . . — — —

(8) Book Balances and Credits abroad . 12.2 116,2 25,1
IV. Commercial Bills . . . ... ... .. 42.7 102.6 378.9
(@ Inland . . ... ........ 41,1 20,7 16.6

(6) Foreign . . ... ....... 1.6 81,9 362.3

V. Securities and Investments . . . . . . . 12.3 424.9 233.0
(@) Government . ... ... ... 8.7 4215 229,9

(b) Other. . . ... ... .. ... 3.6 3.4 3.1

VL. Loans and Advances . . . . . . . . .. 285.5 | 1,483.3 | 2,343.0
(¢) tothe Government . . . . . . . T42.9 | 1,335.8 | 2,199.7

(8) on Government securities . . . . . 13.3 18,7 27.0

() Other. . . . . ... .. .. .. 1293 128,8 1163

VIL. Sundries (including Premises, etc.) 31.8 | 1,071.5 | 1,069.6
VIIL Total Assets . . . . .. .. .. ... 463.2 | 3,281.8 | 4,103.7

LIABILITIES,

IX. Capital . ..., ... .. ... . . 13.0 20.0 100.0
X. ReserveFunds . . ... ... ... . 10.7 62.4 58.2
XI. Profit and Loss and Dividends Accounts, etc. I1.3 103.6 82.9
XIL Notes in circulation . . . ., . . . . . . 188.7 | 2,208.6 | 2,858.5
XIII. Post Bills, Cheques, etc., in circulation 2.9 2.9 1.6
XIV. Current Accounts . . . . ... . . 146.6 | 6234 | 7859
(@ Government . ... & . . 127.3 484.0 489.0

(9 Other. . . ... . . 10.3 139.4 296.9

XV. Other Deposits . , . . . . . ... . 50.5 101.2 120.9
(@ Government . . . . .. 45.1 96.7 116.7

() . Other. . . . ... ... . . . . 5.4 4.5 4.2

XVI. Sundries (including Pension Fundf) .. 30.5 69.7 95.7
RVIL Total Liabilities . . . . . . . . 4632 | 32818 4,103.7
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: | Table 3.
BULGARIA
NATIONAL BANK OF BULGARIA
Pdsition in Leva (000,000’s omitted) at the end of
1920 1921 1922 1923 March June Sept. Dec.
1924 1924 1924 1924
54.0 58.9 56.8 56.4 56.7 57.0 56.9 57.6
37.1 38.0 38.4 39.5 39.7 39.9 39.9 40.4
16,9 20,9 18,4 16.9 17.0 17.1 17,0 17.2
— — — 14.6 40.9 35.8 29.4 10:8
414.5 1477 238.2 92I.1 691.2 451.2 582.2 809.0
414.5 147.7 238.2 921,X |. 691,2 451.2 582,2 809.0
280.0 99.4 616 220.0 239.4 307.2 | - 4237 355.3
14.5 33.7 61,5 154.8 159.7 194.9 270,2 308.5
265.5 .65.7 o.1 74.2 79.7 112.3 153.5, 46.8
53.4 60.7 32.1 44.2 46.3 454 45.7 435
49.9 57.3 17.1 27.6 27.6 26.7 27.0 26,9
3.5 3.4 15,0 16,6 18,7 18,7 18.7 16.6
3,638.8 | 4,389.9 | 5,181.8 | 5.597.7 | 54803 | 5,503.3 | 5,675.2 6,218.2
3,481.6 | 4,122.2 | 4,879.8 | 5,107.8 } 4,952.1 | 4,936.4 | 4,876,0 5,298.5
19.6 30.9 14.3 19.3 :

137.6 236.8 287.7 470.6 528,2 566.9 799.2 919.7
I,001.4 0953.3 597.5 I45.7 862.9 407.6 IIX.0 155.0
5,442.1 | 5,709.9 | 6,168.4 | 7,008.7 | 7417.7 | 6,807.5 | 6,924.2 7,649.4

100.0 100.0 200.0 200.0 273.3 273.3 273.3 - 273.3

290.1 300.9 314.7 32G.4 302.3 297.2 295.8 284.0

136.1 249.6 | - I25.4 167.9 — — — -—
3,354.1 | 3,615.4 | 3,886.0 | 4,239.0 | 4,747.7 | 47934 | 4.361.8 | 4,530.3
1,084.2 | 1,047.2 | 1,306.x | 1,849.8 | 1,823.8 | 1,025.7 | 1,354.4 ‘ 1,938.8

615.9 525.9 679.7 756.5 —_ —_ — —_

468, 3 521,3 626.4 1,093.3 —_— _— - —_

300.1 218.2 209.6 192.8 188.8 270.7 305.2 301.8

305.4 218,2 209.6 192.8 188.8 270.7 305.2 301.8

- 3.9 — — — —_— — — —
*» 168.5 178.6 126.6 129.8 81.8 147.2 333.7 321.2
————— — .
1 54421 | 57099 | 6,136.3 | 7,008.7°| 7,417.7 | 6,807.5 | 69242 | ~7,649.4
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NoTESs.

Metallic reserve and foreign assels — Exchange policy.

The decrease in the gold reserve in 1919 was due to the export of 27 million leva to the United Sj:gtes
of America in payment of flour imported by the Government. Since 1923 a certain amount of aluminium
coins has been struck and put into circulation. These coins, when held by the National Bank, are not
included in its legal metallic reserve and are shown in group II of Table 3 above. On the other hand,
‘up to 1923, the Bank’s holdings of foreign banknotes were included in its metallic reserve and shown
in the balance sheets at the legal pre-war parity. These banknotes, which in Table 3 are included in
" the foreign assets under III (3), are shown separately in Table V (Vol. I).

It will be observed that there are certain discrepancies with regard to the figures for the Bank’s
balances abroad, as shown in the present Memorandum and those given in the Memorandum on Central
Banks, 1913 and 1918-1923. These discrepancies are due to a different treatment of the credits granted
during the war to the Bulgarian Government by her allies in the form of German Treasury bills, which
had been ceded to the National Bank in * repayment *’ of part of the Government debt to the Bank.
These credits have not been disposable since January 1918, when they amounted to the equivalent of
1,350 million leva. In the course of that year, the Government assumed the liability for part of this
amount, namely, the 341.5 million leva shown under the heading “ Debt of foreign correspondents for
the account of the State” in the detailed statement of the State indebtedness to the Bank on page 23
below. From the remainder, maintained in the foreign exchange reserve of the Bank, certain additional
amounts were transferred to the above-mentioned Government account in subsequent years. For the
purpose of the present’ Memorandum, a calculation has been made of the balance of the illiquid credit,
which balance has been deducted from the foreign correspondents’ account as shown in the returns of
the Bank and included under sundry assets in group VII of Table 3. In 1922 about 400 million leva
were written off from this balance on account of the depreciation of the German currency, and the greater
part of the remainder would appear to have been written off in 1923, mainly from gross profits. Certain

.oﬁ-wntmgg. have in addition been effected out of the “ Loss on exchange fund for completing the gold
reserve "', included in group X of the table. This fund was formed in 1920 from the profit in paper
leva made on the sale mentioned above in 1919 of part of the gold reserve. The “ profit ” accruing
to the Bank from this operation represented the difference between the paper value of the gold sold and
the legal par value at which it had been shown in the balance sheet. The initial amount of the fund -
was 219.8 million leva; by the end of 1923 it had fallen to 152.5 million leva. Since the end of 1923
no.deducgions from the foreign correspondents’ account would appear to be necessary. )

_ The increase in the foreig_n balances and the-foreign bills (groups III (5) and IV (&) of the table)
In 1919 and 1920 was due mainly to the acquisition of foreign assets by the Central Exchange Bureau
and the * Consortium for the Export of Cereal ¥, both of which institutions were closely connected
with the Bank and were charged with the collection of the foreign exchange which the exporters had to
cede to the State under the exchange regulations then in force. Since the end of 1921 I;his exchange
1{?; :Ilrllogb?: :atransuory item on bf)th sides of the balance sheets of the Bank apd have been excluded

. In order to secure a firmer control of the exchange cclusi i

in foreign currency was given to the National Bank byga IB:;?::’ .ﬂl%zzgﬁge&%nigg? o;’:;\?iiacbggﬁz
;l::y ;n-ly purchase and sell foreign exchange for their customers through the IiTation.al Bank, at the
i :lin xed by it and only for purposes approved as legitimate by the Bank. The exportation of B{ﬂ arian
az A S'?;'f:’b ];zf]ifsls :Sn& :ﬁupons] gf Bl&lglzinan State and municipal loans or those of Bulgarian agricfltural

, vell as gold and silver coin, is strictly forbidden. Ieva d its of forei 1

other firms made after December 1gth, 1923, ma; 4 : eposits of foreign banks anc
the ex emt » 1923, may not be converted into foreign currency except upon
Ban(zc I;;?;‘;g?g":igf::e National Bank. Finally, the exporters of goods mustg::lm over t}:) the lil):ltiglal
1ange received within 1o days after having been notified that the money has been
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placed at their disposal, and importers must inform the National Bank of orders placed abroad and declare
the amount, kind and value of the goods ordered, as well as the date and terms of payment. Since
the introduction of this monopoly, the exchange quotations on the "“black bourse” have been constantly
above the official quotations. ’

Investinents, Loans and Advances of the National Bank.

The National Bank of Bulgaria is a State institution. The total of the Bank’s claims on the State
was composed as follows on the various dates given in Table 3 above:

Leva (000;000's omitled).

End of March  June  Sept. Dec
1913 1918 1919 1920 1921 1922 1923 1924 1924 1924 1924

Public securities. . . 8.7  42L.5  229.9 49.9 57.3 17.1 27.6 27.6 26.7 27~ 26.9
Advances to the Tre-
asury on current

account . . . . . . 142.9 881.3 1,771.3 2,064.3 3,702.3 3,797.3 3.827.7 3,672.8 3,689.5 3.593.9 3.893.9
Treasury Dbills dis-

counted . . . . . . — — — —_ — 150~ 300~ 300~ 300.~  300.—  250.—
Advances to the Na-

tional Debt Office . . —_— —_ — — — 3331 218.2

“Debt of foreign ror- G2dm 6 6
respondents for the 247 5929 553 415
account of the State” ~—  34I.5 360.5 380.6 40.8  412.9  424.2

Other loans and ad-

vances to the State

and various State .

institutions . . . . — TI3~ 67.9  136.7 18.1 186.5  337.7 3546 354— 428.5 5I3.X

Total . . I51.6 1,757.3 2,420.6 3,531.5 4,179-5 4,896.9 5,354 4.979-7 4.963.T 4,903~ 5.325.4

The security holdings consisted at the end of the years 1918-19z1 almost exclusively of Treasury
bonds which the Bank had taken over for the purpose of placing them in the market.

The pre-war regulations concerning the advances to the Government were actually suspended during
the Balkan wars when the banknotes became unredeemable. Formally, these regulations of the banking
law were not changed until the end of 1918. By a Decree dated January 3rd, 1919, Article 50 of the
banking law was suspended until “ the final liquidation of the consequences of the war ", with the result
that the National Bank was authorised to make unlimited advances in uncovered banknotes to the
Treasury. In connection with certain agreements reached with the Reparation Commission under
which the reparation obligations of Bulgaria were modified, the Bulgarian Diet passed a law on the
“ restriction of the note issue and the indebtedness of the State Treasury to the National Bank of Bul-
garia”’. According to Article 2 of this law, dated June 30th, 1922, the total of all the advances granted
by the Bank to the State as a rule, may not exceed 4,700 million leva. Subject to the approval of the
Inter-Allied Commission, this maximum limit may be exceeded temporarily during periods of law tax-
receipts. In conformity with this article, the Inter-Allied Commission has approved the discounting
of six-months Treasury bills shown separately in the statement above. It will be noted that at the
cud of 1923 and 1924 the above maximum was exceeded by more than the amount of the Treasury bills
discounted by the Bank. According to Article 3 of the above law, the debt of the State Treasury to the
National Bank is subject to an interest of 3 9%, per annum, two-thirds of which shall be paid into a sink-
ing fund for that debt. .

The origin of the “debt of foreign correspondents for the account of the State’ is explained in the
preceding section. Since the end of 1923 this item in the balance sheet of the Bank is included in the
advances to the National Debt Office.  Moreover, that portion of the non-disposable German credits,
the estimated amount of which has been included under sundry assets in Table 3 and against which
notes had been issued for the account of the State, would appear, in point of fact, to have constituted
an additional State debt, although it has not been treated as such in the reports of the Bank. As already
mentioned, the greater part of it has been written off from the profits of the Bank which, however, form
part of the State revenue as the Bank is a State institution. The last item in the detailed statement
above is shown in the balance sheets under the heading “ Special current accounts under the guarantee
of the State " and represents the total of certain advances granted directly or indirectly to the Govern-
ment for food supply and for various other relief-and social works.
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The “other” investments in group V (b} of the table represent “ participations”, concerning which
no details are given in the Bank’s reports. The “other ’ loans and advances under VI (¢) consist for
the greater part of long-term loans representing mainly mortgage loans and, in addition, loans to local
authorities and public institutions for various construction purposes, etc.

Note circulation,

According to Article 1 of the Law of June 30th, 1922, mentioned above, the amount of notes in
circulation may not exceed the maximum limit of the Government debt to theBank (fixed at 4,700 million
leva by Article 2 of the same law) by more than 12 times the amount of the gold and silver reserve. The

" maximum amount of notes which could be put in circulation under the terms of this article at the end
of 1922, 1923 and 1924 was about 5,400 million leva. )

In 1922 special cheques to an amount of 185 million leva were put into circulation as emergency
currency, but these cheques were later withdrawn, :

Deposits of the National Bank.

The deposits shown under XV (a) in Table 6 consisted up to June 1924 for the major part of the
pensions funds of the Civil Service and the Military Administration and of certain other public funds
deposited mostly for a fixed period of 5 years at 59 interest. The amounts shown since June 1924
include the sinking fund for the State debt to the Bank as follows: :

Leva (000,000's omitted).

End of June 1924 Sept. 1924 Dec. 1924
Fund of the Treasury for amortisation of
_ the State debt to the Bank . . . . . 86.2 I31.3 I31.3
Time deposit bearing interest . . . . . . 184.5 173.9 170.5
Total . . .. 270.7 305.2 301.8

Further details concernin;g the sinking fund for the State debt to the Bank are given in th i
dealing with the loans and advances of the Bank. given i the section
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Table 4.

CZECHOSLOVAKIA
BANKING OFFICE OF
Position in Korony
ACCOUNTS
1919 1920 1921
ASSETS.

I. Metallic Reserve at home . . . . . . . — 152.8 552.3

(@ Gold . . ... ......... - — | -

(b) Silver and Token coins . . . . . . - — —

II. Other items of a Reserve or Cash nature . - — -
III. Assets in and Claims on Foreign countries 13.9 482.3 532.6

(@) Gold Deposits abroad . . . . . . — — —
(0) Book Balances and Credits abroad . 13.9 482.3 532.6
IV. Commercial Bills . . . . ....... 796 | 20156 | 1,893.0

(@ Inland . . . ... ....... 79.6 2,015.6 1,893.0 |

() Foreign . . ... ....... — — -
V. Securities and Investments . . . . . . . 6,939-5 9,522.1 | 10,096.6
(¢) Government . . . .., .. PR 6,939.5 9,522.1 10,096,6

(9) Other. . . . ... ... .... — — —
VI. Loans and Advances . . . . . . . . . . 502.3 2,322.7 2,332.9

(@) tothe Government . . . .. .. — — —
(b) on Government securities . . . . —_ — 618.4
(¢) Other. . . .. ... ... ... 502,3 2,322.7 1,714.5
VII. Sundries (including Premises, etc.) . . . . 145.1 548.7 1,031.9
VIII. Total Assets . . . . . . e e e e 7,680.4 | 15,044.2 | 16,439.3

LIABILITIES,

IX. Capital . . ... . ... .. L. - - -
X. ReserveFunds . . . ... . . e, - - 222.0
XI. Profitand Loss and Dividends Accounts . . 7-5 89.0 45.1
XII. Notes in circulation . . . . . . oo | 47233 | 15,2835 | 12,1206
XIII. Post Bills, Cheques, etc., in circulation . . 283.7 226.7 350.5
XIV. Current Accounts . . . . . . ... .. 1,127.2 I,144.2 652.5

(@) Government . . ... .,. ... - - -

(9) Other. . . . .. ... ..... - - -
XV. Other Deposits . . . ... ... ... 14394 | 2,2338 | 12,7483
() Government . .. . . ... .. 1,439.4 2,106, 4 1,750.2
(9) Other. . . . . ... .. ... . - 127.4 398.1
?{VI. Sundries (including Pensions Fund) . . . 99-3 62.0 891.3
XVIL Total Liabilities . . . . . . ... ... 7,680.4 | 15,0442 | 16,439.3
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Table 4.

P s

THE MINISTRY OF FINANCE.

- (ooo,ooo’s omitted) at the end of

———

March © June Sept. Dec.

1922 1923 1924 1924 1924 1924
819.7 7749 7824 787.7 7904 7903
601.2 1,494-4 921.3 934.5 917.3 917.1
—_— 258,1 260, 2 260.2 200,2 2602
601,2 1,236,.3 661,7 674.3 657.1 736.9
541.4 667.0 672.7 667.5 799.9 1.313.5
541.4 667.0 672,7 667.5 799.9 1,313.5
10,096.7 10,000.9 10,097.0 10,097.0 10,099.5 10,099.5
10,096.7 10,096,9 10,097.0 10,097.0 10,099.5 10,099,5
1,670.9 1,336.5 1,114.2 1,501.5 1,126.7 1,211.6
174.0 378.3 367.3 737.9 373.9 586.5
1,496.9 952.2 746.9 763.€ 752.8 . 625.1
290.7 649.7 405.9° 366.0 220.3 927.1
14,020.6 15,013.4 13,994.1 14,354.2 13,954.1 15,339.1

I93.2 200.3 _— — — —

2.1 86.7 — — - —
10,064.0 9,598.9 8,280.4 §,081.1 8,222.7 8,310.3
539 16.4 13.5 1.8 9.7 8.8
599.5 966.0 650.2 1,093.5 438.1 1,164.2
2,565.1 3,509.2 3,784.5 3,807.0 3,916.8 4,100.7
2,414.8 3,500.7 3,782.7 3,805.9 3,915.1 4,100.2
150,3 . 8.5 1.8 1.1 L7 :’-5
542.8 633.7 1,265.5 1,360.8 1,366. 1,2535.0
" 14,0206 15,013.4 13,994.1 14,354.2 13,954.1 15,339.1
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NotEs.

The Banktng Office of the Ministry of Finance and the new National Bank:

The Banking Office of the Ministry of Finance was established by a Law of April 1oth, 1919, as
a provisional bank of issue with the right to issue paper money on behalf of the State. .I’c took over a'.ll
the branches of the Austro-Hungarian Bank situated in Czechoslovak territory and issued notes in
exchange for the Austro-Hungarian Bank notes stamped by the Czechoslovak Government. Apart
from this transaction, the Banking Office has operated almost exclusively as a bankers’ bank on a com-
mercial basis. :

On April 14th, 1920, a law was passed containing detailed provisions for the establishment of a
note-issuing National Bank as an independent joint-stock company. This law was to be carried into
effect ** when the economic conditions would make it desirable’”. Acting in conformity with this pro-
vision, the Government on March 12th, 1925, submitted a bill authorising the carrying into effect of the
above law and fixing the final conditions for the establishment and operation of the National Bank.
This bill was passed by Parliament and preparations are being made for the establishment of the Bank
by the end of 1925.

The National Bank will have a share capital of 1z million dollars, of which the State may subscribe
one-third. The Government is authorised to pay this subscription from the assets obtained through
the liquidation of the Austro-Hungarian Bank and from the State gold reserve. The Bank will have
the exclusive right of note issue and take over all commercial assets and liabilities of the Banking Office
as well as the State debt, concerning the liquidation of which an agreement is to be concluded between
the Government and the Bank. The present paper currency will be maintained provisionally, but the
Bank is bound to stabilise it at the average dollar rate for the two last years, 7.e. between $2.go and
_83 .03 to K&. 100. In case of need, the Government may raise a loan of 50 million dollars or the equivalent
;n pounds sterling, to be used exclusively for that purpose, the Bank to be charged with the service of this
oan. ,

The National Bank, which will not be allowed to make any direct advances to the State, will be
under the administration of a Governor, appointed for five years by the President of the Republic, and
a board consisting of ten members, of whom six are to be elected for six years by the shareholders, three to
be appointed for the same period by the State President on the recommendation of the Government,
and one, the only one who need not be a Czechoslovak national, to be elected for two years by the other

members with the approval of the Governor. The participati ; i i i
foembers with ¢ P pation and representation of foreign capital

Metallic and foretgn exchange Reserves:

The value of the metallic reserve as shown in the balance sh i i
eets of the Banking Office and in Table
zslil;c::ve Arepresents the aggregate purchase value in korony of the various purchases of gold and silver effecteg
(Vof I)ugl.lls:; 1920. The value in gold francs of the gold included in this reserve is shown in Table IV
! .calc u?a:é)gr:r&atg value in gold francs' of the silver bullion constituting the remainder of the
as follo'ws: e basis of the London silver quotations at the end of the years 1920-1924, was

............. 45 million gold francs

»
. 29 » » »
» 1922 . . .,
, ot 24 » » »
923 . . . ... e e . 23 » » »

» .
924 .. . . . ..., e« .« 20 » » »
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No discrimination is legally made between the gold deposits abroad and the gold reserve at home.
The increase in the gold reserve since the end of 1921 as shown in Table IV (Vol. I) would appear to be
mainly due to t:.he gold received by the Government as a result of the distribution of the reserve of the
Austro-Hungarian Bank. The foreign exchange reserve shown in Table V (Vol. I) and in group III ()
in Table 4 above includes, in addition to balances with foreign banks, foreign bills and banknotes.

Indebtedness of the State to the Banking Office:

The only direct insl'ebtedness of the State to the Banking Office is that arising from the stamped
notes, “ Kassensch.mw and current accounts of the Austro-Hungarian Bank which serve as counter-
value for the fiduciary note issue, and up to the end of 1924 were shown on the assets side of the returis
of the Banking Office at the following values:

K&, (000,000’s omitted).
) March  June Sept. Dec.
End of 1919 1920 1921 1922 1923 1924 1924 1924 1924

Austro-Hungarian Bank notes

retained on the occasion of

stamping or withdrawn from

circulation and replaced by

Statenotes . . . . . . . 4.854.4 7.437.7 8,012.2 80r12.3 80125 80126 80126 80151 80151
Cheque accounts and cash vou- .

chers (Kassenscheine) of

the Austro-Hungarian Bank

taken over by the Banking

Office « . . ... ... 2,085.1 2,084.4 2,084.4 2,084.4 2,084.4 2,084.4 2,084.4 2,084.4 2,084.4

Total . . . . . 6,939.5 9,522.1 10,0966 10,096.7 10,096.9 10,097~ 10,097.— 10,099.5 I10,099.5

These sums given under V (a) in Table 4 represent, however, the gross indebtedness of the State
to the Office and were in part covered by certain deposits and other sums due to the State entered on
the liabilities side of the returns. These were up to the end of 1924 arranged in a manner which did not
permit an exact calculation of the net indebtedness. On December 3i1st, 1924, the Banking Office
changed the form of its weekly return, which, since then, only includes the uncovered net balance of the
State note debt, the details concerning the note debt being given in separate statements. The net
indebtedness on the above date amounted, according to the new form, to K&. 5,636.5 millions, whereas
a calculation on the basis of the old form gives a figure of K&. 5,999.3 millions. According to a special
statement published by the Banking Office, the net indebtedness of the State on January 31st of each
of the years 1920-1925 was as follows:

End of January 1920 . . . . . .. Kg. 8,829.— millions
oo I92T . . . ... . » 8,236.8 »
"oy 922 . . . < . .o » 7,944 .1 »

» » I923 - . . o . . » 7,117.5 »
» » I924 . . . 0 . . . » 6,071.7 »
» » 1925 - . . 4 .. - » 5,584.5 »

On April 8th, 1920, a levy on capital and on capital increases was imposed, to be paid over a period
of three to five years, the yield of which has been almost exclusively set aside for the repayment of the State
note debt. The reduction in this debt shown above has been due to the payments effected on account
of that levy. Up to the end of 1924, the special account with the Banking Office to which these pay-
ments are credited was shown on the liabilities side of the returns and is included under XV () of Table 4
together with the balance of the Austro-Hungarian Bank notes retained on the occasion of stamping
for details see section on note circulation below) as follows:

K¢. {000,000’s omitted).
March. June Sept. Dec,
LEnd of 1919 1920 1921 1922 1923 1924 1924 1924 1924

Austro-Hungarian Bank notes
retained on the occasion of
the stamping (remaining

s R 1,439.4 L948.4 10560 3906 1269 86.9 63.9 45.7 27.8
Payments on account of the
capitallevy . . . . . . C - 158~  693.3 20242 3,373.8 36958 3.742- 3.869.4 40724

Total « . . .+ « 1,439.4 21064 1,750.2 2,414.8 3,500.7 3,782.7 3.805.9 39151 4002
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tax on the note circulation and the Governme:nt share
Under the Law of March rath, 1925, t;uzl e o e e e payments on yermment char

i National Bank are to b 1 1t le
1:(1) :}lxl: rﬁﬁiﬁ:;giﬂ? the State note debt. When this debt has bgen reduced below K&. 5 milliards, two-'thlrds
of the yield of the capital levy may be used for the redemption of the 6 per cent Treasury Bonds issued

to an amount of about K& x 3 milliard to meet current expenditure in pursuance of the I.av‘v':of August
12th, 1921. The Banking Office discounts such bonds by arrangement with the commer cx’a}l banks.
The ;unxs thus discounted are shown in the returns under the heading ** discounted securities ** and are

" included under VI (8) in Table 4.

Note circulation :

In accordance with the law passed on February 25th, 1919, the notes of the Austro-Hungarian Bank
in circulation in Czechoslovakia, with the exception of the one- and two-kronen notesf were stamped.
Fifty per cent of the notes were retained at the time of stamping as a forced loan at 1 % interest. Those
presenting notes to the value of not more than 500 kronen and certain 'publlc, social and charitable
institutions were, however, repaid at once in full and subsequ(?ntly addltlona} accounts were release.d,
the quantity on account of this main conversion retained being 2,134.3 x.mlhox_l kronen. A certain
amount (finally 312.6 million kronen) was later retained in connection with minor “ supplementary
exchanges and purchases of banknotes”. In exchange for the banknotes retained, the note-holders
received " certificates of retention, which they were allowed to use at their face value in payment
of the capital levy imposed by the Law of April 8th, 1920. This is the reason for the reduction in the
first item of the detailed statement on the preceding page. By the end of May 1925, there remained
only K& 3.8 millions which had not yet been used for that purpose.

In addition to the note circulation, the Czechoslovak Government assumed the liability for the
current accounts and the Kassenscheine of Czechoslovak branches of the Austro-Hungarian Bank, repre-
senting a total of 2,084.4 million kronen. One-half of these Kassenscheine (total amount 467.5 million
kronen) and of the private current accounts (total amount 827.2 million kronen) were held back by the
Government under the forced loan law, the remaining half being left at the free disposal of the creditors.
The Government current accounts amounted to #89.7 million kronen.

By a Law dated April 10th, 1919, the Austro-Hungarian stamped notes were in effect converted
into a new Czechoslovak currency. At the same time the exchange of these stamped notes against
new Czechoslovak notes was ordered, one * krone ’’ being exchanged for one ‘ koruna . After August
31st, 1920, the stamped notes ceased to be legal tender. According to final estimates, the total amount
of Austro-Hungarian Bank notes in circulation on December Ist, 1919, was 8,440 million kronen. The
increase in the note issue up to August 1920 of the Banking Office was largely due to the exchange of
notes already in circulation.

) In. the case of certain border territories special measures were adopted, the details of which are
given in the Memorandum on Currency, 1913-1923, page 97.

.. The new National Bank will take over all the notes of the Banking Office which are to serve pro-
visionally as banknotes. When two-thirds of the share capital of the Bank have been subscribed and
fully paid up, and until a final currency law has been put into effect, the Bank will have to keep a reserve
in gold and gold-* exchange "’ amounting to at least 20 %, of the total of the note circulation and the
obligations payable at sight (cheque account balances and short-term cash vouchers) less the uncovered
baiance of the State note debt. This cover has to be increased up to 35 %, over a period of 15 years by
1 % per annum. Gold exchange in the sense of the law consist of banknotes, bills of exchange and sight-
balances with banks payable in “ full-value ”’ currencies. The foreign exc}xance held in ei of %he
metallic cover required by law is to be included in the commercial cover Inbcas tt tcaisls 4
falls below the legal ratio, the Bank will have to pay a tax of 1 9 z;bo tl ; blelme P C?‘ y
as the deficiency does not exceed 2 %, this tax to be increased by £ % fgr o i’c d&e . anl{ r;lte. as long.
the cover is short of the legal ratio. The note tax must, however irf mo) _;;: 1]a ona f %o by which
of llfélderda lgzvlpassed ox; March 23rd, 1923, a certain'quantity’of gok{; ac?ﬁcaets ecs;f?aﬁﬁiﬁg/"gggﬂ?n;m;

gold and 16° /g parts of copper has been issued. These coins are not compulsory 1 :

are intended for use in commercial contracts. In addition considerable oo t’e nder, but
and copper token coins in denominations up to I_(é. 5 have been put intoq::li?'lclltli‘;lfiino.f silver, mickel



DANZIG



32

Table 5. DANZIG
BANK OF DANZIG
Position in Gulden (ooo0’s omitted)
at the end of '
ACCOUNES March | June Sept. Dec.
1924 1924 1924 1924
ASSETS ]

I. Metallic Reserve at home. . . . . . . 586 2,607 2,661 2,548

(@ Gold. . . . .. ... ... — 17 14 4

() Silver and Tokencoins . . . . . . 586 2,590 2,647 2,544

I1. Other items of a Reserve or Cash nature — — — -
I1I. Assetsinand Claims on Foreign Countries 19,320 | 23,765 | 29,504 | 27.789
(@) Gold Deposits abroad . . . . . . : — - - =

(2) Book Balances and Credits abroad. 19,320 | 23,765 | 29,594 | 27,789

1V. Commercial Bills . . . . . . . ... 1,231 | 13,653 | 14,373 | 17,760
@) Inland . . . . . . . .. ... 17,000

gb; Foreign . . . . .. . ... . .. ne3 | 13,0531 14,373 760

V. Securities and Investments . . . . . . — — — —
(a) Government . . . . . . . . .. — — - -

(0 Other . . . . . .. .. .. .. — — — —

VI. Loans and Advances. . . . . . . . . 1,009 3,772 999 4,170
(4) to the Government . . . . . . . . — - - —_

(b) on Government securities . . . . — — — —

(¢ Other . . . . ... ... ... 1,009 3,772 999 4,170

VII. Sundries {including Premises) . . . . . — — — 1,897
VIIL. Total Assets . . . . . . .. .. .. * * * 54,164

LIABILITIES

IX.Capital, . . . = v v v v v oo 7,500 7,500 7,500 7,500
X. Reserve Funds . . . . . .. .. .. — —_ — —
XI. Profit and Loss and Dividends Accounts. — —_— — 1,002
XII, Notes in circulation . . . . . . . . . 14,239 | 21,007 | 27,973 | 31,912
XIII. Post Bills, Cheques, etc., in circulation . — L — —_ —
XIV. Current Accounts . . . . . . . . . . 780 | 15,816 | 13,376 | 13,748
(@) Government . . . . . . . . .. - — — -

(b) Other . . . . . . .. .. ... — — — -—

XV, Other Deposits . . . . . . . . ... — — — —
{#) Government . . . . . . . . L — — — —

(b)) Other . . . . . . ... .... , — - —_ -
XVI. Sundries (including Pension Funds) . . - — — 2
XVII. Total Liabilities . . . . . . . . . .. * * |- x| 54,164

* The fortnightly returns of the Bank do not form complete balance-sheets, details being given only for main assets
and liabilities, .

~
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NorTEs.

Currency conditions before the reform of November 1923 :

. By the Paris Treaty of November gth, 1920, the Free City of Danzig and Poland undertook to enter
into negotiations, whenever circumstances should permit, with a view to unifying their monetary systems
(Article 30). The German mark, however, remained legal tender in Danzig up to November 20th, 1923.
The Free City suffered, therefore, from all the effects of the German inflation without having any control
over it. The circulation of municipal emergency mark currency, issued by virtue of a law of November
2nd, 1922, and guaranteed by the property of the municipality, illustrates strikingly the mark deprecia-
;ic;ln. This circulation, the authorised limit of which had to be raised from time to time, increased as
ollows: : )

December 1st, 1922 . . . . . . .. ... 298 million mark
January  » 3g23 . . .. .. ... L. 348 » »
February » » ... ........ 358  » »
March T 358 > »
" April I 3,958 » »
May LT 3958 » »
June » P e e e e e 3.960 » »
July T 3,960 » »
August e 13,960 » »
September » » .. ... ... 767,200  » »
October » » . .. ... .. ... 79,759,957  » »
November » Dl e e e e e e e 3.432,578,634 » n

In spite of the seemingly large figures, the gold value of the total emergency circulation was always
small (less than 3,500 gold mark in November). This issue, therefore, could not and was not intended to
meet the main difficulties consequent on the violent and continued depreciation of the mark. As in Ger-
many, in the spring of 1923 the mark was gradually abandoned as a unit of account, and credits were
granted, mortgages made and prices fixed in terms of gold or some other relatively stable value. This
movement, however, was more rapid and more complete in Danzig than in Germany, and by July the mark
had become completely discarded as a standard of value. Such universalisation of a fictive unit of account
cannot, however, do more than alleviate part of the economic distress resulting from a violent currency
inflation, for wages must necessarily be paid in the paper legal tender, the value of which may have
materially changed during the week or days over which it has to be expended.

In the course of 1923, the population of Danzig, to a steadily increasing extent, resorted to notes,
bills, etc. in stable foreign currency as a means of payment, even for domestic purposes. An agreement
fixing the wages on a gold basis (Goldlohnpfennig-Abkommen), valid from August 13th, 1923, was con-
cluded between employers and employees, and for the payment of the wages so called, industrial cheques
were introduced. These cheques, made out in gold pfennig, were redeemable in dollars, a special exchange
reserve being kept for that purpose. They were never approved as official currency. ’

In September 1922, the Financial Committee of the League of Nations recommended the introduction
of an independent Danzig currency ‘as the only way out of the currency difficulties. In close collaboration
with that Committee, the authorities of the Free City, in the summer of 1923, elaborated a scheme of
currency reform involving a preliminary and a final stage, which scheme was incorporated in several
laws passed in October and November. .

The introduction of an independent currency for Danzig presented special difficulties on account of
the smallness of the population of that city (¢frca 360,000). 1t was proposed, therefore, to adopt a system
similar to the gold exchange standard and make the new currency dependent upon the pound sterling,
supported by reserves held in London and Danzig.

By the Law of October zoth, 1923, the gulden and pfennig were introduced as the unit of account in
the Free City the gulden being equivalent to one-twenty-fifth of the pound sterling and the pfennig to
one-hundredth part of a gulden. The German mark was to continue as legal tender and could be accepted
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also if desired as a standard of value. The issue of 'alll other forms of cqrringﬁelli‘léhﬁl;i;;ee liltl%;llzf:lﬁi
cheques, after the promulgation of this law, was prohibited and all the mst IE O e rose the necessary
circulation had to be withdrawn by February 1st, 192£4. 1'J.‘he 1Senatfb was authoris
funds, up to a limit of six million gulden, by meansotaloan - ) "
At tlile same time as the provisi01la.1,1aw was passed, a “Danziger Zent:laillaas"s; f}iﬁl;ex:vai ;g:’l’ld\i%i?;ﬂ
the Danzig banks as a joint-stock company. This company gave oui; sﬁ)—c e insc:'i tion'gu ’
were a form of note fully backed by English pounds. They bore the following p ; -t _
i ing i the Danziger Zentralkasse ien-
i . inst this note, one pound sterling is held by the 1
gesell]z:l?:,fg z'srl;giuslinexlxln w?ng:g Spaid :o the holderr’ of this notebby a cheque on London on the delivery of notes
in amounts of not less than 25 gulden.

. . g i i Iden

These provisional gulden notes, issued in denominations varylng from one pfeqmg to I?o gulden,
were acceptI;.d by the Stguate,in payment for taxes, dues, etc., and the fact that the Relchsglarl} relmafmed
legal tender proved to be of only theoretical importance, and 'Ehe mark potes disappeare he?hlret: y ron;
circulation. The existing municipal emergency Currency was withdrawn in accordance wit de erms o
an arrangement reached with the local branch of the Reichsbank under which all notes received by it were
taken back by the municipal treasury and repaid by cheques on London, The withdrawal of these notes
was finally accomplished by November zoth, 1923. o L

The State, in order to obtain the necessary currency for paying its employees and mecting its day-
to-day expenses, raised a loan with the local banks, industrialists, etc. of £200,000, which'was covered
mainly by the profit subsequently made on the minting of the new token currency.

The note circulation of the Danziger Zentralkassg A.G. and the pound cover for these notes were as
follows:

Cover in £'s: Total cover
. Zwischengulden British notes Balances with in gulden ?
End of i in circulation and cheques  British banks

October 1923. . . . . . . . . . . 5,975,000 12,000 226,000 5,950,000
November » . . . . . . .+« .. 14,835,000 25,000 568,000 14,525,000
December » . « . v v v v o 0. 17,884,000 19,000 696,000 17,875,000
January 1924. . . . ... ... 14,877,000 34,000 561,000 14,875,000
February » . . ... ... . . . 14,009,000 41,000 519,000 14,000,000
March T 1,108,000 — 44,000 1,100,000

Currency reform of November 1923 :

" Although the Zwischengulden proved successful in providing temporarily a stable currency, and the
transition to the stable currency was effected without difficulty owing largely to the fact that the popula-
tion was already habituated to the gold accountancy system, the Danziger Zentralkasse, being unable
to discount bills, could not alleviate the famine in liquid capital. The foundation of the new bank and the
introduction of the final currency scheme remained, therefore, of urgent importance, and, by a series of
laws passed on November zoth, 1923, the necessary measures were taken.

Before these laws could be passed, the Free City, as indicated above, had to come to an arrangement
with Poland with reference to the Paris Treaty of 19z0. An agreement, was actually reached and signed on
September zznd, 1923, and issued, together with the other constituent parts of the whole scheme of
monetary reform, on November zoth, 1923. Under this agreement, it was guaranteed that the monetary
reform should not in any way affect Article 36 of the Paris Treaty, the two parties formally binding
themselves to open negotiations as soon as circumstances permitted with a view to the unification of their
monetary systems. -

It was further decided that the Polish banks having their headquarters at Danzig should be entitled
to form part of the consortium to be entrusted with founding the Bank of Danzig, to which it was intended
that the privilege of note issue should be granted. The participation of this group in the capital of this
bank was fixed at 25 per cent, to be increased to 30 per cent in the event of the share of the foreign groups
not exceeding 15 per cent.

In order {o prevent the possession of acquired rights on the part of ing i
. ¢ ) shareholders, making it more
. difficult to achieve unification as v 5 ; o :

(vide i ( isualised in Article 36 of the Paris Treaty, clauses were to be inserted
o?isi ;’et/’“) in the charter of the bank giving power to restrict or suppress the Free City’s delegated right

e

1A . . L
page b, fuller statement of the various provisions of the l.aw i8 given in the Mas

morandum on Currency, I9r3-I1923:
¥ Converted at the rate: £1 = a5 gulden. T ’
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~ Bythe ﬁrst of the acts of Novgmber’ 20th, 1923, relating to the currency reform, the gulden and pfennig
were established as the only media of exchange in the territory of the Free City. The most important
articles of this law read as follows:

b nz.lgmclc 1. — As from January 1st, x924, the gulden and the pfennig will be the sole legal tender in the Free City of
anzig.

. The new currency system (Gulden-Wahrung) is based upon the currency law and upon the law establishing a bank
of issue with the privilege of note issue, both of which laws are attached hereto.

The Agreement coucluded at Geneva on September 22nd, 1923, and published herewith between the Free City of
Danzig a_nd the Polish Republic, regarding currency reform in the Free City of Danzig, is ratified in accordance with tho
constitution,

Avticle 2. — All debts under private law expressed in mark, existing on January 1st, 1924, and payable in the terri-
tory of the Free City of Danzig, whether they are actual, conditional or deferred, may be paid in mark or in gulden as
the debtor may select. The debtor shall inform the creditor of his decision not later than January 3rd, 1924, Where the
debtor is a bank or savings bank, the period of grace shall be extended to January 4th, 1924. Where the declaration is
made after this date, or is not made, debts in mark shall be paid in gulden.

The conversion of payments to be effected in gulden shall be carried out at a rate to be announced on January 2nd,
1924.

Notwithstanding the conversion provided for in paragraphs 1 and 2, the creditor may, until January 1sth, 1924,
notify the debtor, by registered letter, of the amount of compensation which he claims for the depreciation of the mark
in respect of debts incurred prior to January 1st, 1922.

Except in the case provided for in paragraph 3, no compensation is payable in respect of the depreciation of the

mark except compensation forloss occasioned by a delay in payment. After the date mentioned, no compensation may

be claimed under paragraph 3.
If the claim provided for in paragraph 3 is put forward within the period allowed, the other party shall be entitled

to take proceedings with a view to fixing the amount of compensation.

Article 5. — Should the application of the law establishing a bank of issue so require, media of payment belonging
to the same class as those issued under the law of October 2oth, 1923, establishing a stable unit of account may, by a
decree of the Senate regulating the details of the operation, be placed or kept in circulation until April 3oth, 1924, not-
withstanding the provisions of Article 1, paragraph 2, of the Law establishing a bank of issue.

The Mint law of the same date lays down that the State shall have the right to mint:

(1) Gold coins of 25 gulden weighing 7.988 grammes, 7.322 grammes fine, i.c., the same weight and fineness as the

pound and shilling,
(2) Silver five-, two-, one< and half-gulden pieces. The five-gulden piece weighs 25 grammes, 18.75 fine, and the

others in proportion.
(3) Nickel ten- and five-pfennig pieces, and
(4) Copper two- and one-pfennig pieces.

The total issue of silver coins is limited to thirty gulden, of nickel and copper coins to three gulden,
per head of the population. Silver coins are legal tender up to a limit of sixty gulden, and nickel and copper
coins up to three gulden. ' :

The minting of copper, nickel and silver coins made it possible for the Free City to replace the Zwischen-
gulden of small denominations by token money, and all such notes from one pfennig up to five gulden were
recalled for redemption until March 2nd, 1924. Monthly circulation figures for the token coins are given
below in the detailed statement showing total money circulation in the Free City.’

The Bank of Danzig :

Under the terms of the Bank Law of November 20th, 1923, the Free City transferred its right of note
issue to a bank to be founded at Danzig, under the title of the “Bank of Danzig”, with a capital of 7,500,000
gulden, divided into 45,000 shares of 100 gulden each. Of the total capital, subscription for 5,400,000
gulden was made in Danzig and 2,100,000 by the Polish group. TheBank was to act as the Government’s
banker, the Government maintaining a certain control by nominating a Bank-Kommissar with the right
to take part at all the meetings of the Boards of Management and Directors. The Government further
appoints two members of the Board of Directors (Bankausschuss) to represent the note holders and the
customers of the Bank. The three remaining members of that board represent the shareholders and are
elected by the Supervisory Board (Aufsichisrat), which in its turn is elected by the General Assembly
of Shareholders. The Bank of Danzig was actually founded on February 5th, 1924, and opened its doors
on March x7th, .-

The Bank is not limited only to acting as a banker’s bank, as it is allowed to deal directly with the
public without the intermediary of other banks, but it must not: () buy for its own account, discount
or make advances against bills or securities (Schuldverschreibungen) of the Government, the municipalities
or municipal associations of the Free City; (b) accept trade bills; (¢) buy or sell on term, for its own account
or for third parties, goods or stocks, or take guarantee in respect of such transactions.
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Currency circulation and reserves:

The Bank obtained the right to issue notes to
a cover of at least onc-third in gold coin, notes o

i ing considered as equal to 25 gulden. ] i '
Engl%rl:g, rt:::ia}:ggrd s:eg‘:: gbzligll?iotes in circulation must be covered by discounted bills representing

ig mi rrency. Danzi
actual goods sold and maturing within not more than three months or by tDlm'zrlfurlzltxilgidoiusilfrzrymonacl-];r :ﬁ
minted currency is only to be used as cover, however, so long as the to adctlhe ool cireulation of ey ot
the standard specified in the Currency Law does not exceed 30 guldegi atl“.l'] Gomiciled in the termitory of
and copper money does not exceed three gulden per head of the population 1
the State of Danzig. B !

If the circulat?on should exceed 100 gulden per head gf the pppu}atwn, then gxtcl‘,f:% ax?lﬁst ;)e aﬁfal{
covered by gold coin, or notes of the Bank of England, or sight claims thereon, a pay 3
of five per cent on its surplus issue. . L

Thl; law on the privilege of note issue lays down the following measures for maintaining the exchange
value of the gulden within fixed limits in relation to the pound sterling.

i i ini i ig coi bank notes, the Bank
O ment at its counter in Danzig of a minimum sum of 1,000 gulden in Danzig coins or ;
must(ld)eliv%:!) ;);ung cheques upon its pay-office in London as long as the gulden are offered at a rate of not more than
3 . lden (i.e., 25.2x gulden for £1). . . ‘
e (I'Sd()‘:rp:;gznztso%upound(s‘ :terl?ng a.?: its pa.y-o'({ﬁce in London, the Bank must deliver gulden cheques upon its pay-
office in Danzig for amounts of not less than 1,000 gulden at a rate of not more than £1 os. 1d. for every 25 gulden (i.e.,
24.89 gulden for £1). Any duty or commission involved shall be paid by the customer.

The sight claims on the Bank of England, inclusive of notes, form the main part of the foreign balances
shown in Group IIT (b) of Table 5 as follows:

imit of 100 gulden per head of the poPulation against
? g;n;;tl;ediatgll;r disposable balances \ylth the Bank of

March June September December
End of 1924 1924 1924 1924

Gulden (000's omitled). )
Balances with and notes of the Bank of )
England . ... ... e e 14,624 15,428 12,184 18,277

Other exchange holdings . . . . . . . . 4,696 8,337 17,410 . 8,098
Total . . 19,320 23,765 29,504 26,375

The second item in the above statement, consisting of balances with foreign banks other than the
Bank of Exgland likewise represents stable currencies, the bank not being authorised to hold foreign
balances in other currencies.

The circulation in the Free City of the various forms of stable currency from the end of October 1923
has been as follows: :

Zwischengulden Bank of Danzig  Silver, nickel Total
of the Zentralkasse notes and copper coins .

End of Gulden (000’s omitled) .
October 1923 . . ., 5,975 —_ —_ 5,975 -
November » . , . 14,835 —_ — 14,835
December » ., | | 17,884 — 1,425 19,309 .
January 1924 . | . 14,877 — 4,993 19,870
February » , |, 14,009 —_ 7,867 21,876
March L, 1,108 14,239 9,715 25,062
April » — 17,366 8,889 26,255
May n — 18,414 9,186 27,600
J“;le » — 21,007 . 8,056 29,063
i‘:lyust - - 22,977 7.759 30,736
Se Ete ber — 25,305 7,802 33,107
0 clzobm er — 27,937 8,005 35.942
Novenelger : _ 27,060 7,866 34,920
December » —_ 28,939 ST . 37052

. 31912 8,113 40,025



DANZIG 37

In addition to the above monies, there was in circulation a steadily diminishing amount of foreign
bank notes. The exact figure of this additional currency on the various dates is not known, but towards
the end of 1924 the foreign notes disappeared from circulation.

_ The Danziger Zentralkasse A. G. was closed on March 31st, 1924, when only a fraction of its former
issues were outstanding. By that time, as mentioned above, all Zwischengulden of small denominations
(up to and including 5 gulden) had been withdrawn and replaced by token money. The period of redemp-
tion of the remaining notes was extended, for the roo-gulden notes up to April 12th, and for the 10-,
25~ and 50-gulden notes up to May 1st, 1924.

Should the Senate decide to cancel the right of the Bank of Danzig to issue notes, it is under an
obligation to give one year’s notice and to make an offer of compensation to the shareholders; this compen-
sation, if it isnot accepted by two-thirds of the general meeting of the Bank, must be determined in the
following manner: If the privilege is completely suppressed, the indemnity shall be 50 per cent of the
nominal value of the shares, granted that that suppression takes place during the year 1925. In the event
of it taking place later, the percentage shall be reduced by two for each year up to 1946 and by one for each
subsequent year. If the right of issuc is restricted, the amount of the compensation indicated above shail
be diminished on the basis of the ratio which the restricted issue bears to the original issue allowed.



38

Table 6. DENMARK
ACCOUNTS
July July
1914 1919
ASSETS.

I. Metallic Resexrveathome . . . . . . ... ... 84.6 190.2
(@) Gold . . . . . .« oo 78.5 187.4
(6) Silver and Tokencoins . . . . . . . . . .. 6.1 2.8
II. Other items of a Reserve or Cash Nature . . . . . , 0.2 0.I
III. Assets in and Claims on Foreign Countries . . . . . 14.2 71.3
() Gold Deposits abroad . . . . . . .. ... o — —
(d) Book Balances and Credits abroad . . . . . . 14.2 71.3
IV. CommercialBills . . . . . .. ...+ ... .. 66.9 8r.3
(@ Inland . . . . . . . . .. ... ..., 59.4 73.8
() Foreign . . v .. ... ... 7.5 7.5
V. Securities and Investments . . . . . . ... ... 12.7 49.0
' (@ Government . .. ... ......... L9 - 32.6
() Other. . . . . ... ... ... ..... 0,8 16.4
VI. Loansand Advances . . . . . . . . ... ..,. 17.5 136.3
(@) totheGovernment . . .. .. ... ... — 82,5

(b} on Government securities . . . .. .., .
(¢) Other. . . . . . . . . .. ... ..., 17:5 53.8
VII. Sundries (including Premises, etc.) . . . . . . . . . 27.9 81.0
VIII TotalAssets . . . ... ... ......... 2240 609.2

LiaBILITIES.

IX. Capital . . . . .. Lo L, 27.0 27.0
X. ReserveFunds . . ... ... ......... 9.4 20.5
XI. Profit and Loss and Dividends Accounts, etc. . . . . . 3.2 I12.2
XII, Notesincirculation . . ... ... ... .... 156.5 428.6
XIII. Post Bills, Cheques, etc., in circulation . . . . . . . — 0.I
XIV. Current Accounts . . . . . . .. .. ...... 23.5 115.6
(@) Government . .. ... ......... — o.1
(8 Other. . . . . .. ... ... ...... 23.5 I15.5
XV. OtherDeposits . . . . . . ... ... ..... 3.6 3.2
(@) Government . ... ........... 3.6 3.1
(6) Other. . . . . ... ... ........ — 0.1
XVI. Sundries (including Pension Funds), . . .. ... 0.8 2.0
XVIL. Total Liabilities . .-. . . . ... ........ 224.0 T 609.2
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DENMARK Table 6.
THE NATIONAL BANK IN COPENHAGEN
Position in Kroner (000,000’s omitted) at the end of

July July July | July J uiy Sept. Dec. March

1920 I92I 1922 1923 1924 1924 1924 1925
230.4 23L.3 232.2 214.4 228.1 231.2 230.3 227.3
227.8 227,6 228,3 209,7 209.6 209,35 209,5 209.5
2,6 3.7 3.9 4.7 18.5 21,7 20,8 17.8
64.6 51.9 28.4 24.3 21.4 40.9 486 41X
64.6 51.9 28,4 24.3 21,4 40.9 48.6 41,1
198.7 124.0 . 188.7 170.8 260.9 226.9 187.2 202.8
198.0 122,2 185.7 169.1 260,8 226,5 186,9 202,2
0,7 1.8 3.0 1.7 0.1 0.4 0.3 0.6
52.3 51.5 24.4 21.8 I1.9 8.8 8.7 8.6
36.7 35.8 5.3 2.3 2.0 2,8 2.9 2,6
15.6 - 5.7 19,1 19.5 9.9 6.0 6.0 6.0
146.0 1617 177:3 141.3 165.4 167.4 203.2 148.1
75.6 60,7 0.6 40.7 53.0 70.0 61.5 37.2
70.4 1010 176.7 100.6 112,4 97.4 141.7 110.9
19.X 22.1 40.9 38.4 53.8 86.5 77.6 74.2
7111 642.5 691.9 611.0 741.5 761.7 755.6 © 702.1
27.0 27,0 27.0 27.0 27.0 27.0 27.0 27.0
27.0 38.4 47.2 42.0 39.3 39-3 37.2 37.2
10.4 1.3 4.2 — — — — —
541.2 481.6 432.3 4473 470.3 472.7 478.3 452.3
0.2 0.5 0.6 oz 0.2 — — —
100.7. 773 1737 577 97-3 63.0 97.1 89.9
52.6 0.3 26,5 3.6 0,2 1,1 0.7 3.7
48.1 77.0 147.2 54.1 97.1 61.9 96.4. 86,2
3.x 2.9 2.8 2.7 2.6 2.5 2.6 2.5
3.0 2,8 2.7 2,6 2.5 2.4 2.4 2.4
0.1 0,1 0,1 0.1 0.1 [ 0.2 0.1
1.5 3.5 4.1 34.1 104.8 157.2 113.4 93.2
711.1 642.5 691.9 611.0 741.5 761.7 755.6 702.1
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NoTES.

: ble-6, apart from the
les 111, IV and V (Vol. I) refer to the end of calendar years and the gbove Ta , Apart
quarg;i})ye:olumns, to the(end o% July each year, on which date the financial year of-the Bank is closed.

Metallic veserve and new comage:

In July 1923, the gold reserve of the National Bank was reduced by 18 million kroner as a result
of shipments of gold to the United States and the United Kingdom w1t1} the object of supporting the
cxchange. The effect of this operation may be judged from the movements in the rate of exchange shown
in Table I (Vol. I). Up to the end of March 1925, no further gold shipments had been made.

In accordance with the amendment to the Scandinavian Monetary Convention agreed upon at the -
Inter-Scandinavian Coinage Conferences held in Oslo and Stockholm in the autumn of 1923 (see
notes on NORWAY), a bill was passed by the Rigsdag in the spring of 1924 authorising the Minister of
Finance to mint new small coins for circulation within the country only and to withdraw from circulation
the old coins minted under that Convention. The new coins, the minting of which began later in the year,
are in denominations of two kroner, one krone and fifty gre (made of an alloy of copper, nickel and alu-
minium), twenty and ten gre (alloy of copper and nickel), and five; two and one gre (alloy of copper, tin and
zinc). The same Act approved an agreement between the National Bank and the Swedish Riksbank
according to which the redemption of the Danish divisionary coins held by the Swedish Riksbank and,
after October 6th, 1924, redeemed by it in Swedish coins (see notes on SWEDEN) may be effected in Danish
State bonds made out in Swedish kronor and bearing interest at 414 per cent. The profit accruing to the

State from the new coinage is earmarked for the redemption of the bonds which fall due on January 2nd,
1929. o

Exchange policy:

. In July 1923, the Nationa.l. Ban_k organised a conference of representatives of agriculture, cémmerce,
industry, banking and economic science to consider what measures could be adopted to prevent further
exchange depreciation. After two months’ deliberation

" I ths’ s this conference presented a report proposing the.
eftabhshment of an “Exchange Equalisation Fund” — a proposal which was incorporated in alaw dated
l\ovembpr 16th, 1923. In accordance with the terms of this law, the Government and the National
Bank raised a Bntlsh-{\mer}can credit of a value of 5 million pounds sterling, the leading commercial "’
E:gf:rb?%g }nteéested in this credit by guarantceing an aggregate amount corresponding to 3!/, million
e pe;iod gf llltr; oggfatt(i)ofllr.lam In operation for two years unless special legislation was passed px'olong{ng ’

The establishment of the Equalisation Fund had as imme
exch_ange from 26._50 to 24.50 kroner to the pound, the latter r
But it was found impossible to maintain that rate, and it w

foreign credit having been drawn u savi Tice i
pon tooheavily. The attemptst 0
abandoned, and the ster Jing rate was allowod o }ris pts tostabilise the exchange were temporarily

1 : ¢ above 27 kroner. In order to influence the exchange,
22\&:2\;?;, t(l)lf \I;"atli)ln?l Bank sxmul_taneogsly raised the discount rate from 6 to 7 per cent, and in the
£ ;gl ung of March it announced, in a circular letter to the other credit institutions of the country, its
intention to apply a system of “reasonabl ’

! 1 e” credit restrictions i instituti i
exa{nPIe in order to enable it to limit the note circulation. > requesting th§e, ttitutions to follow s

diate effect an improvement of the Danish
ate being chosen as the level of stabilisation’
as abandoned on January 1gth, 1924, the

—_—

! Details concerning the administras

(Sections & og th 1 tion of the fuud and the provisions f e divisi g i jabili
s 8 and g of the law) are given on page 1or in Memovandum gn Currenscy (;;zt;l-igc;l: sion of the ultimate liability
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:By alaw of February 1st, 1924, the import duties on a number of luxury goods were increased with
a view 'to improving the trade balance. Moreover, at the beginning of March, the Government submitted
to Pa.u'lllament various p.roposa.ls for the improvement and stabilisation of the Danish krone; one of these,
providing for the estabhshmeqt of a Central Exchange Committee (Valutacentral) to surpervise dealings
in foreign currency, was er_nbo_dtec} inalaw dated March zgth, 1924, to remain in force until March 31st, 1925.
. > The function of this institution is to “follow the development of the exchange market-and, if deemed
necessary, to make recommendations to the Minister of Commerce as to such measures as may .be considered
likely to improve the value of the Danish krone”. Purchase and sale of foreign currency may only be made
through the Equalisation Fund, the National Bank, the four leading banks in Copenhagen and such other
banks and brokers.as are authorised by the Central Exchange Committee. Regulations were issued requiring
all persons possessing foreign exchange of not less than the equivalent of 5,000 kroner (at the rate of March
31st) to supply the Exchange Committee with information concerning their holdings at home and abroad.
The Exchange Committee may request that any such holdings obtained after January 1st, 1924, should
bek delivered to the Equalisation Fund “unless there is proof that the foreign exchange is required
to be uscd in paying for imported goods within a period of three months or in meeting ordinary business
obligations”. , :

There resulted a slight improvement in the exchanges, and from May 10th the National Bank and the
Equalisation Fund again tried to stabilise at 25.65 kroner to the pound. But by the end of June the
exchange holdings of the Bank and of the Equalisation Fund were exhausted, and the sterling rate again
rose above 27 in July and in August above 28.

At the end of June, the National Bank raised on its own account a-dollar credit of 5 million dollars
to meet the service of the foreign-loans of the State and the municipalities. In its report for July 31st,
1924, this loan is shown under *‘sundry liabilities” at 31.7 million kroner. o - o

. By an amendment of June 28th, 1924, to the law of March 29th establishirig the Central Exchange
Committee, certain provisions of that law were further strengthened for a period of four months; later
extended by another two months up to December 31st, 1924, in order to give the Committee a firmer hold
of the exchange market.. - : : ) -

On July 17th, the Minister of Commerce convened a new exchange conference (Valularaad) of
representatives of the economic interests and -of the political parties to re-discuss the currency and exchange
problem. The proceedings of -this conference were -closed on November 5th, and a resolution was passed
opposing the definitive devaluation of the krone proposed in some quarters and recommending a moderate
deflation in connection with the repayment of the Government debt to the National Bank.

These recommendations were embodied in a Government bill which was passed by Parliament on
December zoth. The final agreement between the Government and the National Bank was reached on
January 12th, 1925. Under the new arrangement the Bank’s monopoly of note issue and the exemption
from the gold redemption obligation are extended to the end of 1926, but on the condition that the Bank
should “sell dollars, at the maximum prices fixed by the law, for the purpose of paying for imports of
goods, or for other purposes which the Bank, in agreement with the Central Exchange Committee, does
not consider injurious to the cconomic position of the country”. The maximum dollar rates which the
National Bank is bound to maintain under the law of December 20th are: Kr. 5.74 to St for the first
half-year 1925; Kr. 5.60 for the second half-year 1g25; Kr. 5.46 for the first half-year 1926; and Kr. 5.32
for the second half-year 1926. The Bank thus has undertaken to raise the gold value of the krone from
65 to 70 gold gre in a period of two years. , .

The-law provides for the appointment of a special Exchange Committee of the Parliament consisting
of fifteen members. In agreement with that Committee, the Minister for Industry, Trade and Shipping
may authorise certain temporary modifications in the above maximum rates should special conditions
make it necessary; but in no case should the dollar rate be allowed to exceed Kr. 5.74 during the period
covered by the law. - '

With a view to assisting the National Bank in improving the value of the krone, the State tndertakes:

x. To make it possible to reduce the note circulation by redeeming its debt of 40 million
kroner to the Bank, by means of: (@) an extraordinary addition to the income tax equivalent to
one-eighth of the ordinary income tax for the financial years 1924-25 and 1925-26, and estimated
to produce zo million kroner; and (b) an extraordinary indirect taxation for the same period
represented by certain additions to the tax on “luxury” beer, wine, etc., a 100 per cent increase

.in the Customs duty on furs, a xo per cent increase in the Customs duty on silks and a special
‘turnover tax on the sales of motor vehicles, estimated to produce together the remaining 20 mil-
lion kroner. o : .

. 2.-~To fguarantee a cash credit of $40 millions to be negotiated by the Nationdl Bank for

" utilisation in connection with its efforts to taise the value of the krone. o .
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This credit, which was arranged with the National City Bank of New York in the first hlalf of gagu-dry,
may only be utilised by the National Bank in consultation with a.ntd todth]c; extent authorised by the

ini i th Jiamentary Exchange Committee mentioned above.
Mml%i (geﬂ?:]n cEexillllgng: ggxrnﬁ:irtltee, ge mandate of which is gxtended by the law up to the end of,
11 collaborate with the National Bank in its exchange policy. o B

zgzﬁk;;l:tcz_o; (;;lixe ea.bove scheme, the Mortgage Bank of Denmark, in the beginning of February 1925
contracted 2 loan in the United States of $5 millions, repayable in 40 years. .

Loans and advances of the National Bank*: .
There were no advances to the Government outstanding at the end of the financial year 1913-14.
The advances to the Government at the end of each July 1919-1924 were composed as follows:
‘ : Kroner (000,000’s omitted)
End of July: 1919 1920 1921 1922 1923 1924

Overdrafts on the account of the
TCEASUTY « - o + o o o o o & 82— 75.6 6o.7 — — 117

Advances to other Government insti-
tutions . . . . .. o0 . .. 0.5 — — 0.6 0.7 1.3

Loan to the Treasury against prefer-
ence shares in the Landmandsbank — — — - 40.~ 40.—-
Total. . . .. 82.5 75.6 60.7 0.6 40.7 53.0

The third item above (40 million kroner) represents the Government's contribution (financed by the
National Bank) to the fresh capital supplied to the Landmandsbank in September 1922 2. As already
mentioned, this State debt will be repaid in the course of the years 1923 and 1926 from the proceeds of the
extraordinary taxation to be levied for that purpose. Moreover, as regards the first item, the last exchange
conference thought it advisable for the State to discontinue the practice of overdrawing the Treasury’s
account with the National Bank and recommended the introduction of a Treasury bill system for covering
temporary deficiencies by short-term borrowing in the open market. In accordance with this recommenda-
tion, Article 6 of the law of December zoth, 1924, authorises the Minister of Finance to issue 3- or 6-months
Treasury bills within the limit of the revenue provided for in the budget. The aggregate amount of Treasury
bills in circulation, however, must not at any time exceed 50 million kroner. According to Article Iz of the
Convention between the Government and the National Bank, the overdrafts on the Treasury’s account are
to be reduced as much as possible by selling Treasury bills under the new law. This does not, however,
concern certain advances granted to the Government for the purpose of paying for the silver coins received
from Sweden. These advances, which at the end of July 1924 amounted to 3.7 million kroner, are deducted
in the above statement and included in Group VII of Table 6. :

None of the above itemsisshown separatelyin the monthly returns but they are included, together with
certain other items, in the unspecified account “sundry debtors”. For the purpose of the present MEMo-
RANDUM, however, the Bank has supplied separate figures inserted in the quarterly statements in Table 6.
It will be noted from the table that, by the end of March 1925, the Government had repaid all overdrafts
with the exception as mentioned above and, in addition, part of the debt incurred for the account of the
Landmandsbank. '

The other loans and advances — group VI (b) and (¢) — were composed as follows:

Kroner (000,000’s omitted)
. End of: July July July July July July July Sep. Dec. Mar.
Advances on Stock Exchange i dsie G em o Im3 o den o 192 9% 195

securities. . . . . . . 10.6 257 43. 68. 87. I. .
Advances on current account  — —_ - 4—-9 —7 5;3 27?, 22 1 2;; g?:.g e
State revenues with private ‘ ' 7 M9
banks . . .. .. .. — 187 17. 25. .
Mortgage loans and advances 7o 37 4 104 w5 T4 - o 284

on security of mortgage

bonds
bo Ce e 33 17 14 I. 2.6 2.8 2. 8 . .
Municipal railway loans . . 36 77 7x 4; 37 2.6 z.z ;.4 :Z 32 :

e Toia:1 + -+ . I75 538 %04 1010 1767 100.6 112.4 Q7.4 TI4L.7 1309
. W11 be noted that certain discrepancies with regard to the loans and ad i i
;Zs&l:band the last issue of the Memorandum on Central Banks are due, mainaiyv:: c:de;;::nixiigagetLve: p :h:hprgizgi
3tedn0n eis;eo;l an‘al.::coum; of 1:111‘:]31 Lai‘?dma.ndsba.nk. o ) men e °
e occasion, the National Bank adva
reserve f}ll_ld- ‘This advance, counterbalan ey
For writing off the assets of the Bank”

30 million kroner directly to the Landmandsbank as a new
ced on the liabilities.side of the bal - andsbans as a new
» is included in group VII of Table :lce sheet b_y an equal sum under the heading:
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The “advances on current account” represent mainly assistance to various private banks on account
of the credit crises, apart from the 70 million kroner for new capital and reserve fund of the Landmandsbank
mentioned above. The “State revenues with private banks” are sums which will be paid into the Treasury’s
account at the National Bank but which the private banks are allowed to keep temporarily as working
capital. As'the National Bank acts as the.cashier of the State, these monies, from the point of view of that
Bank, represent loans to the private banks and have been treated as such in the table.

Note circulation :

The only lpgal regulation governing the note issue of the Bank is that the gold reserve should equal
at least one-third of the notes in circulation,

The success of the Bank’s enflqa.vours to limit the note circulation by restricting credits may be judged
from the following statement, giving monthly figures for note circulation and current account deposits
on the one hand and discounts, loans and advances on the other:

Kroner (000,000's omitted)

Note Loans
End of circula- Deposits  Total Discounts and Total
tion advances!
January 1924 . . . . . .. 446 79 525 230 192 422
February » . .. . ... 450 82 532 247 186 433
March P .. e v e .. - 463 73 536 236 180 416
April i e e . 469 62 531 238 180 418
May . LI 481 69 550 255 164 419
June T 477 78 555 240 198 438
July Do e e e 470 87 554 261 165 426
August S 471 84 555 277 148 425
September » . . . .. .. 473 70 543 227 167 394
October LI 495 76 571 250 179 421
November » . .. . ... 479 72 551 231 178 409
December » . . .. ... 478 82 560 187 203 390
January 1925 . . . . .. . 456 67 523 214 181 395
February » . . .. ... 453 = 04 517 215 173 388
March LI 452 46 498 202 156 358

The fluctuations in the loans and advances reflect in the main the movements of the Treasury’s
account with the Bank.

t Including the loan to the State for the account of the Landmandsbank and the overdrafts of the Treasury excepting
those used for paying for the silver coins received from Sweden.
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ESTHONIA
" BANK
"~ Position in Emk,
ACCOUNTS
1921 1922
ASSETS.
I. Metallic Reserve athome . . . . . . . . - -
(@ Gold . . . . ..o — —
: (by - Silver and Token coins . . . . . . . —. —
*1II. Other items of a Reserve or Cash nature . . I0L.5 . 4170
III. Assets in and Claims on Foreign Countries . 285.5 980.4
(#) Gold Deposits abroad . . . . . . . 39.6 620,1
(8) Book Balances and Credits abroad . . 245.9 360.3
IV. Commercial Bills -. . . . . . ... ... 287.8 896.2
(@ Imland . . . ... .. ... e . 283.6 859.9
(b) TForeign .. . . . e i e e e e 4.2 36.3
V. Securities and Investments . . . . . . . . 7.1 45.1
(d) Government . ... .°..... 7.1 45.1
() Other. . . . ... . v . .o . ... —_ —
VI. Loans and Advances . . . .-, . . . ... 1,116.0 2,088.2
(a) tothe Government . .. ..., .. — —
(b) on Government securities . . . . . —-— —
{¢) Other. . . . ... ........ 1,116,0 2,088.2
VII. Sundries (including Premises, etc.) . . . . . 19.6 13.4
VIIL TotalAssets . . ... ......... 1,817.5 4,440.3
.. . .. LaBmwmes. . .
IX. Capital. . oL LU 250.0 250.0
X ReserveFunds . . .. ........, 10.7 37.8
XI. Profit and Loss and Dividends Accounts . . . 135.5 172.6
XII. Notesin circulation . . . . . . .. . .. 300.0 1,200.4
XIII. Post Bills, Cheques, etc., in circulation . . . 2.4 20.7
XIV. Current Accounts . . . . . ... .... 1,053.6 2,625.3
(@) Government . . . . . e e e 728.4 1,763.4
(b) Other. . . . .. ... ... ... 325.2 861.9
XV. Other Deposits . . . . .. .... ... 50.2 92.0
(¢) Government . . .. .. ..., . . — —
() Other. ., . . .. ........ . 50,2 92.0
XVI Sundries . . . . ..., ........ . 15.1 32.5 .
XVIL Total Liabilities . . . . . ........ 18175 2,4403 |
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Table 7
ESTHONIA
OF ESTHONIA
(000,000’s omitted) at the end of
- 1023 March June September - December
1924 1924 1924 1924
600.3 *'300.0 729.8 €64.7 206.4
676.4 607.4 441.8 758.3 964.9°
— 36¢0.1, 378.6 538.5 532.5
676.4 2383 63.2 - 219,8 432.4
1,739.9 1,813.4 2,107.6 1,861.1 1,755-5
1,650.9 1,667.2 1,832.7 1,617.4 1,465.5
89.0 146.2 :74.9 243.7 . 290,0
60.6 74.7 786 89.2 85.6
50,6 T74.7 78.6 : 89.2 '85.6
3,056.0 3,169.0 3,142.2 3,173.5 3,414.3
3,056.0 3,169.0 3,142.2 3,173.5 3,414.3
52.3 133.8 207.7. 360.6 197.5
6,185.5 6,107.3 6,707.7 6,907.4 . . 6,714.2
250.0° 2500 - - 250.0° - 250.0 250.0
750 750 75.0 146.4 234.7°
238.1 238.1 238.1 — 256.9
1,785.2 1,709.8 1,696.9 1,682.2 1,815.3
15.6 11.2 17.0 .22.7 26.5
3,601.1 3,530.3 3,980.5 4,25L.1 3.877.4
2,779.8 2,695.7 2,539.3 2,924.1 2,708.3
8§21.3 834.6 1,441.2 1,327.0 1,169.1
138.3 103.3 87.4 115.0 117.8
-138,3 103.3 -87.4 115.0 117.8
. 822 189.6 362.8 L 440.0 135.6
1l 6,855 6,107.3 6,707.7 . 6,9074 6,714.2
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NoOTEs.

Esthonia, established in February 1919, has the legal status of a private joint-stock
com;:;t;B ??xkfa?:ft, however, it is a pure State institution, all .the sl}fgres being in the hands of the G})Vern-
ment. According to an amendment to the original regulations, the Government of the Republic ac't,s
in the capacity of the general assembly of shareholders as long as the shares have not changed hands”. -
The Board of Directors and the Management, therefore, are appomtt_ad by the Governn}ent. The _Bank
started the issue of notes in March xg2x. Butitis mainly a commercial b.ank_, the most 1mport_a.nt in -the
country, and directly finances industry, trade and agriculture. A reorganisation of the Bank with a view
to separating the central banking functions proper, and more especially the note issue and the management
of the currency reserves, from the long-term credit operations and to making it independent of the Govern-
ment is now under official consideration in connection with the proposed currency reform.

Metallic and foreign exchange reserves—Exchange policy : )

As the Esthonian authorities have not published any exact information concerning the gold reserves
of the country, Esthonia is not included in Table IV (Vol. I). The Bank of Esthonia did not show sepa-
rately any portion of its gold holdings until the end of March 1924, when a new item, “gold abroad”, was
introduced in its balance-sheet. This item, given under III (a) in Table 7 above, represents actual gold
at the free disposal of the Bank. This gold was originally received from the Esthonian Treasury. Up
to November 1923, the balance-sheet contained a similar item — “deposits in foreign banks” — which,
although it is not stated in the reports of the Bank, likewise represented gold deposited abroad for the
account of the Treasury. This gold, shown at a value of Emk. 620 millions at the end of 1922, wassold in
the course of 1923, for reasons explained below, with the result that no gold remained at the disposal of the
Bank on December 31st of that year. The Bank does not make any discrimination in principle betweer
gold and stable foreign exchange. The foreign bills in its possession are shown separately under IV () in
Table 7. The amounts given in group III () of the table were composed as follows: -

Emk. (000,000's omitled).

- March June Sept.. Dec.

End of : 1921 1922 1923 1924 1924 1924 1924-

“Cash in foreign currency”. . . . . . 819 96.9 3621 39.9 19.1 773 65.2
“Foreign correspondents’ accounts —

Nostro”. . . . . ... ....., 164~ 2634 3143 198.4 44.1 142.5 . 367.2

2459 3603 6764 2383 632 2108 432.4

The Bank'’s net reserve in gold and foreign exchange — i.e. the total of the gold deposits abroad,
the foreign bills and the other foreign assets shown above Zess sums due to correspondents abroad (see
statement below on page 50) — compared with the net reserve of the Treasury at the end of 1921 and 1922
and the various quarters of 1923 and 1924 was as follows: ’ v

Emk. (000,000°s omitted).

Net reserves in gold and foreign currency * Gold and foreign

currency advanced by

End of : Treasury Bank of Total the Treasury to the

Esthonia Bank of Esthonia
1921 . . . . 2,444.8 2849 2,729.7 110.9
922 . . . . 1,352.1 T 8246 2,176.9 1,109.9
March. 1923 . . . . 1,359~ . 946.9  2,305.9 1,067.8
June " . no. ... . 1,2486 " 5I5.1 1,763.7 1,202.~
September L. 1,159.8 70.3 I1,230.T 1,278.3 -
December » L., . 895.7 731.x 1,626.8 1,743.6
March 1924 . . . . 966.4 722.x 1,688.5 1,791.9
g:;:e;nt;er. ARREE 868.{1; 329.3 1,197.4 1,7778

e 03.

December > L., gog.— s - e

1,254.3 1,760.3 2,150~
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No detai}s have been published in recent years showing the exact composition of the reserve of the
Treasury. It is known, however, that it originally consisted mainly of 15 million gold roubles received from
the Russian Communist Government under the Treaty of Dorpat. At the end of 1921 the position of the
Treasury’s reserve was the following:

Gold: Ewmk. (000,000's omitled).

Russian roubles . . . . ., , . 11,464,625 at 185.— 2,120.9
Foreign bank notes:

Englishf . ........ 160,975 » 1,535~ 247.1
American$ . ., , . . .. .. 217,033 » 368~ 79.9
Freach francs . . . . . . . . 1,577,125 o - 29.25 46.1
Various monies . . . . . .. — i — 61.7
Total . .. ... ... ........ 2,555.7
Less sums advanced to theBank . . . . . 110.9
Remaining net reserve . 2,444.8

The gold advanced to the Bank was calculated in the Bank’s balance-sheet at a conventional rate!
considerably lower than the rates of conversion shown in the first part of the above statement, so that the
actual net reserve of the Treasury at the end of 1921 was some hundred million Emk. less, For subsequent
dates it has been possible to make the necessary corrections in the conversion rates for the amounts
advanced to the Bank in order to arrive at true net figures for the reserve of the Treasury.

The diminution. of the reserve in 1922-1924 was mainly due to these advances to the Bank, in the
form of special deposits of gold and foreign currency repayable in the original currency. These funds were
used largely by the Bank for making advances in foreign currency, the greater part of which advances,
however, have not been repaid in such currency. Another portion of these funds was sold directly against
notes for use in payment for imported goods or to support the exchange. The claims arising from the
advances in foreign currency, included in the Bank's balance-sheets partly in the “advances on current
account” and partly in the “correspondents’ accounts—Loro”, have been excluded when calculating the
net reserve of the Bank, as they do not represent liquid foreign assets.

The Bank’s reserve reached its maximum at the end of March 1923; but, on account of the heavy
deficit in the trade and foreign payments balance, largely due to the bad harvest in 1923, it was practi-
cally exhausted by the end of November of that year in spite of considerable advances from the Treasury
reserve. During that period the total net reserve was reduced by more than Emk. 1,700 millions, while
the exchange was kept comparatively stable. In December, however, the dollar rate rose suddenly from
about 350 to 389. With a view to enabling the Bank to check this rise in the exchange, gold and foreign
currency to the value of about Emk. 400 millions were handed over to it from the Treasury. .

" In spite of this and other attempts to keep the exchange stable (which atiempts were supported in
the beginning of 1924 by a temporary improvement in the reserve position in connection with the seasonal
movement in the exports), the dollar rate rose to {60 in August of that year. In the following months,
however, as a result of increased discount rates (June), heavy import duties (July) and a better harvest,
the trade balance improved, the exchange reserve of the Bank more than doubled, and the dollar rate went
down gradually to 373, corresponding to the rate of Emk. 100 to the gold Kroon (equal to the Swedish
krona) introduced as unit of account in the summer. The aim of the exchange policy of the Bank is to
maintain the rate at that level pending the realisation of a definitive currency reform.

The reserve of about Emk. 500 millions remaining at the free disposal of the Treasury at the end of
1924 consisted exclusively of gold. According to a proposal submitted to Parliament in January 1923,
this reserve is to be transferred to the Bank of Esthonia as a special deposit (not in the form of an advance
as previously) to be shown under the assets as well as the liabilities of the Bank. At the same time and
pending the final reform, the amount of the State note circulation is to be fixed and a minimum cover in
gold and foreign exchange net reserves of 30 per cent of total net circulation to be stipulated.

! This was done up to the end of 1923, which explains the considerable discrepancy at the end of 1922 between the
figure for the value in Emk. of the Treasury's advances to the Bank as calculated by the Treasury (on the basis of the
actual rate at that time) and that applied by the Bank when drawing up its balance-sheet (see statement below on page 50).
The minor discrepancies on later dates are likewise due to somewhat different rates of conversion.

»
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The law introducing the gold unit of accountancy (June 2oth, 1924) contains the following pro-
visions: ‘

Asticle v. — The gold unit of the Esthonian Republic fixed by the present law is the “kroon”, containing o0.403226
re gold. . L .
grmi?;te?dzle.ﬁf—- lggnding the putting into circulation of gold coins, agreements to be carried out within the boundaries
of the Esthonian Republic may be concluded and obligations undertaken in kroons by mutual consent.

Article 3. — All payments, including those ordered by the law courts, bearing on agreements and obligations made
in kroons, as well as stamp and other duties on such agresments, are to be made in Emk. (in Esthonian Treasury notes
or Esthonian bank notes) according to the rate of exchange of the kroon on the date of payment. :

The kroon is quoted on the Tallinn Bourse according to the price of gold on the world market.

Apticle 4. — Mortgages registered in Emk. become valid in terms of kroons without the' consent of the subsequent
mortgagers, after corresponding notice has been given at the Registrar’s Office, but the equivalent in kroons must not
exceed one-hundredth part of its value in Emk.

This paragraph does not apply to the mortgages issued in Russian roubles, “Ost-Roubles” and German marks,
foreign currencies, or in a certain ratio to foreign currencies.

Asticle 5. — The Government of the Republic is authorised to issue directions and regulations for putting the present
law into operation.

The above regulations have become of practical importance only in the case of mortgage contracts.
But, as already mentioned, the exchange was stabilised by the end of the year at the rate of Emk. xo0
to the gold kroon. The future gold unit, however, is not considered as definitely fixed by the above law.

Under a law of August 12th, 1921, certain amounts of divisionary coins of Emk. 1, 3 and 5 have been
minted. The circulation of such coins was: Emk. 55.8 millions at the end of 1922; Emk. 50.9 millionsat
the end of 1923; and Emk. x27.1 millions on November 1st, 1924.

Investments,.loans and advances of the Central Bank :

The Government securities held by the Bank of Esthonia and shown in group V (a) of Table 7 arc
short-term Treasury bonds dating from 1918 and 1919, part of which temporarily served as emergency
currency. By the end of 1924 almost all the bonds outstanding were held by the Bank.

The Government has not had recourse to the Bank for any advances. In recent yearsnoissues of Trea-
sury bills have been made. Certain advances have been given by the Bank to the independent State

undertakings. These advances, which are quite insignificant, are not shown separately in the balance-
sheets. ‘

The sums shown in Group VI of Table 7 were composed as follows:

- Emk. (000,000's omilled).

March June - Sept. _ Dec.
End of : 1921 1922 1923 1924 1924 1924 1924
Loans and advances . . 10719 19303 25839  28¢7.1 2,046.2  2,083.9  3,285.4
Correspondents’ accounts. .
Loro in foreign currency — 118.5 260.4 262.7 192.2 187.7 128.1
Other accounts . . . . 44.T 9.4 11.7 0.2 38 1.9 0.8
Total . . 1,116~  2,088.2 3,056~  3,169.—  3,I42.2 3,173.5 3,414.3

At the end of 1924, the discounts and advances to banks represented only about 13 per cent of the
total discounts, loans and advances. Of the remainder, more than one-half was granted directly to indus-
trial enterprises and the rest to commercial enterprises, co-operative socicties, agriculture, municipalities
and private persons.

A very considerable portion of these credits, and more especially of the industrial and agricultural
credits, was not liquid in 1924.

Note circulation :

The first currency issued by the Esthonian Government consisted of 5 per cent short-termed bonds
of the Republic in denominations of 50, 100, 200, 500, 1,000, 5,000 and I0,000 Esthonian marks (official
zl;bé'ewatlgn: “Emk.”), which were put into circulation in accordance with a Decree dated November

rd, 1918. :
.\ thi_s tin}e, various forms of German marks, “*Ost-roubles” and Russian roubles of small denomina-
tion were in circulation, the larger denominations of Russian rouble notes having ceased to be legal
tender since the end of the previous July. On April 1oth, Finnish notes were also put into circulation,

Finla}nd having granted a loan to Esthonia, which was at the moment at war with the Bolshevists and
required immediate cash.

\
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rrency was fixed at x Esthonian mark = 1 Ostmark =

50 Ostkopeken = 1 German mark (and, after April Toth) = 1 Finnish m

By a Decree dated May 2nd, 1919, the State notel were made thealg:ly unlimited legal tend
a.]thoug}l Russian ar_ld.Ost rouble small-token notes were stiil allowed to circulate. The S ol en ex}
the various other existing paper currencies into Treasury notes had to be effected before Ma exc t;nge o
Finally, the small-token notes were deprived of their privileges at the beginning of 20‘ y 20th, 1919.

Su}ce the end of 1g21, the State note circulation as shown in Table III (Vol I? 15 calculated b
deducting the amount of such notes held by the Bank of Esthonia aslegal cover forits <;wn notes TheeStat};
notes are legally guaranteed by the revenue and property of the State but have no specific cover The
1Grovlcirnme-nt rt:lsefrvetcl)f fold and foreIign bankpnotes is considered as an additional guarantee, but it is not
egally assigned for that purpose. In 1921 Parlis ¢ i imi i s
fOT' . 13; issuinof State notES. P 9 ament fixed a maximum limit of Emk. 3,200 millions

Under its statutes, the Banl_c of Esthonia has the exclusive right of issuing bank notes. These are
not legal tender but are convertible without restrictions into State notes on demand. As alr

. . : eady men-
tioned, the Bank started to issue notes in 1921. In conformity with a view that the note issue};hould

be based primarily on the commercial operations of the Bank, the Bank Act attaches the greatest import-
ance to the “ commercial ” cover for the bank notes, which must be covered:

(a) To the extent of not less than 50 per cent by domestic discounts and I
(b) To the extent of not less than 1o per cent by State notes,

freely convertible; the remainder to be covered by:
(¢) Foreign exchange net balances, gold, silver and platinum;
(4) Other assets of the Bank, including Government securities and obligations,

oans and advances against security;
these being legal tender in which the bank notes are

Independently of the above regulations, however, a maximum limit of Emk. 2,400 millions has been
fixed for the issue of bank notes. At the end of 1924, 2,250 millions were issued, of which 434.7 millions
were withheld as a cash reserve by the Bank (deducted when calculating the circulation figure).

As will be noted from Table III (Vol. I), the circulation of State notes showed an almost uninter-
rupted decrease from the middle of 1922 to the middle of 19z4. Up to the end of April 1923 this reduc-
tion was more than outweighed by a corresponding increase in.the bank-note circulation, whereas, during
the remaining part of the period mentioned, total net circulation was reduced by almost one milliard
Emk. The reduction in the State note circulation was due to redemption ‘of the notes by means of the
considerable surpluses with which the budgets for 1922 and 1923 were closed. The fact that the Treasury
notes withdrawn in the second half-year 1923 and the first half-year 1924 were not replaced by new
issues of bank notes, although there was no fall in prices, was probably due to the poor harvest in 1923.

The transfer of the currency reserve and the note issue of the Treasury to the Bank of Esthonia
was contemplated in 1923, and a scheme elaborated to fix the value of the mark at the rate: Emk, 100
= 114 gold francs. The events of 1924, however, prevented the realisation of these plans, and the
final currency reform has been postponed for the time being. Pending that reform, however, the Govern-
ment has proposed certain provisional measures described above on page 47.

Deposits of the Central Bank:
The Government deposits shown in Group XIV () of Table 7 were composed as follows:

Emk. (000,000's omitled)
March June Sept. Dec.

End of : 1921 1922 1923 1924 1924 1924 1924

Current accounts of the Treasury . . . 617.5 1,485.x 3427 2746 1546 1998 1142
Deposits of the Treasury in foreign cur-

TENCY v o v e a e e e e e e s lirog 1!'278.3 17577 17674 1,751.4 2,108.1 2,183.4
Current accounts of other Government

institutions . .7 . . . . . . . . . ? ? 679.4 65357 633.3 6162 4107

728.4 1,763.4 2,7798 2,695.7 2,539-3 2,924.1 2,708.3

1 See note on page 47.
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For details as to the deposits in foreign currency, see page 46 above. The current accounts of the
Government institutions other than the Treasury on December 31st, 1921, and 1922 are included under
XIV (b) in the table. There is no information available as to their amount, but they constituted probably
the main part of the “ private ” current accounts in the statement below showing the detailed €omposi-

tion of group XIV () of the table:

End of: 1921 1922

Emk. (000,000's omiiled).

Sept.
1924

7233
488.1

106.8
8.8

Dec,
1924 .

956.6
0.6

204.1
7.8

Private current accounts . . . . . . . 2614  505.-
“ Foreign Correspondents’ accounts —
Nostro” . . .. ....... 48 10921
Correspondents’ accounts:
Loro in foreign currency . . . . . { Y 645
Other accounts . . . ... ... { 99~ | 103
3252 8619

14412 1,327 1,169.1

The othel_' deposits shown in group XV of the table consist mainly of time and savings deposits.



FINLAND



Table 8.
FINLAND
BANK
Position in Markks
ACCOUNTS .
1913 1918
ASSETS.
I. Metallic Reserveathome . . . . . . . . . . .. 38.3 43.2
(a) Gold . .. ... . ... ... 36,1 42.7
(8) Silver and Tokencoins . . . . . . . . ... . 2,2 .5
II. Other items of a Reserve or Cash nature . . . . . . I.4 0.2
II1. Assets in and Claims on Foreign Countries . . . . . 68.5 355.I
() Gold Deposits abroad . . . . . . . . . .. — —_—
(b) Book Balances and Credits abroad . . . . . . 68,5 355.1
IV. Commercial Bills . . . . . . .. .. ... ... 94.8 45.8
(@ Imland . . . . . . ... ... .0, 78.7 45.1
() Foreign . . . . . . . . ... ... : 16,1 0.7
V. Securities and Investments . . . . . . . . .. .. 22.9 631.4
(@) Government . . . . . .. ... ..... 0.8 496.0
(6) Other. . . . ... ... ... ...... 22,1 £35.4
VI. Loans and Advances e e e e e e 31.3 244.4
(@) tothe Government . . . .. ... .... - 185.0
() on Government securities . . . . . . . . .. s So0.4
@ Other. . . . . . . v v v v 33 ‘
VII. Sundries (including Premises, etc.) . . . . . . . . . 34 36.5
VIIL TotalAssets . . . . . . % . .. .. .. .. 260.6 1,356.6
LiaBILITIES,
IX. Capital . . .. ... ... .. ... 25,0 4.7
X. ReserveFunds . . . ... ... ........ 65.2 —
XI. Profit and Loss and Dividends Accounts . . . . . . . 15.1 —
XIL Notesincirculation . . .-. . . . .. ... ... 113.0 1,156.2
XIII. Post Bills, Cheques, etc., in circulation . . . . . . . 0.5 6.4
XIV. Current Accounts . . . . . . . .. .. ..... 28.8 189,
(@) Government . . . ... ......... 20,7 60.4
(8 Other. . . .. .. ... ... ...... 8,1 128,9
XV, OtherDeposits . . . . . . ... ........ 10.0 -
(@) Government . .. ............ —_ -
(@ Other. . . . ... ... ......... 10,0 —
XVL Sundries . . . ... ... ... ... ... 3.0 -
_ XVIL Total Liabilities . . . . . .. .......... 2606 | 13566
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Table 8.
FINLAND
OF FINLAND
(000,000’s omitted) at the end of

1919 1920 1921 1922 1923 March June Sept. Dec.

' 1924 1924 1924 1924
43.1 43.1 5L.6 51.9 52.8 54.8 55.8 55.5 55.4
42.0 42.6 42.6° 43.4 12,7 42.7 43.0 43.3 43.3
0.5 0,5 9,0 8.5 10,1 12,1 12.8 12,2 12,1
0.4 08 038 - 0.9 0.7 0.3 0.6 1.0 0.9
74.6 180.3 215.7 708, 607.2 797.7 367.4 | 4469 793.9
74.6 180.3 215.7 708.0 607.2 797.7 | 367.4 | . 446.9 793.9
240.3 271.5 635.8 6565.6 701.6 704.0 994.9 846.1 548.8
158,6 219.6 627.4 590.7 70L.5 704.0 994.9 843.8 539.6
81.7 51.9 8.4 74.9 or i — —_ 2.3 9.2
550.7 553.9 438.7 545.2 516.5 475.6 4722 | 4722 451.3
436.1 435.5 404.2 5714 488.x 452.5 450.6 450.6 437.9
114.6 118.4 34.5 33.8 28,4 23.1 21,6 21,6 13.4
4847 | 5613 | 4548 | 1312 75.2 "54.9 595 59.2 59.5
393.9 421.0 303.9 7L.7 60,0 18,0 48.0 48.0 8.0
90,8 140.3 150,9 59.5 15,2 ‘6.9 1.5 5.2 11.5
4.1 8.7 22.8 22.1 20.4 77.9 42.2 42.2 I01.9
1,397.9 | 1,619.6 | 1,820.2 | 2,124.9 1,983.4 2,165.2 | 1,992.6 | 1,923.1 |~ 2,011.7
25.0 100.0 | . I00.0 100.0 100.0 100.0 '100.0 100.0 100.0
68.5 17.9 50.0 50.0 50.0 50.0 50.0 50.0 50.0
25.9 48.4 70.0 39.5 47.0 47.0 47.0 47.0 112.3
1,123.9 | I,341.0 | 1,350.I | L,420.9 | I,352.4 1,399.6 | 1,305.x | 1,278.8 1,250.0
6.7 6.7 2.8 5.4 7.0 4.8 6.9 8.4 81
I44.5 99.9 2335.3 417.2 412.4 300.2 165.7 107.9 233.9
6.1 32,1 136,0 245.4 300.9 247.5 77.4 3,2 164.2
138.4 67.8 99.3 171.8 I1L.5 52,7 88.3 76.5 69.7

- — — 8s.0 — — — — —_—

-_ — — 85.0 b -_ _ - -
o 34 5.9 6.0 6.9 14.6 263.6 317.9 331.2 257.4
_ | 1,3979 | 1,619.6 | 1,8202 | 2,124.9 | 1,9834 2,165.2 { 1,992.6 | 1,923.1 2,011.7
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Book balances and credils abroad — Exchange policy:

In the Finnish Bank Act, current-account balances and credits with foreign banks are considered
equivalent to gold in serving as cover for the note circulation. The great reduction in these balances
in 1919 shown in Group III () of Table 8 above and in Table V (Vol. I) was due to payments abroad
for cereals and other food supplies imported by the Government. In the following years, the Bank
endeavoured to build up an ample foreign exchange reserve, these operations being facilitated in
1922 by the improvement in the Finnish rate of exchange due to the exceptionally favourable
trade balance. In the autumn of that year, the Bank started a policy of exchange stabilisation
at the level of about 40 markka to the dollar, which was maintained up to the beginning of February
1923, when the Bank, on account of the rising tendency in the mark quotations abroad, abandoned
this level, allowing the dollar rate gradually to fall to about 36 markka. Some months later a reserve
tendency in the mark quotations set in abroad, and the Bank, in order to maintain the new level,
was forced to sell heavily from its exchange reserve, which sales can be followed in the quarterly figures
for 1923 in Table V (Vol. I). In the autumn the new level had to be abandoned and the dollar rate rose
to the old level of about 40 markka, which was maintained throughout 1924. At this rate the Bank was
able, at the end of 1923 and the beginning of 1924, to restore to some measure its exchange reserve. Simul-
taneously, it bought from the Government considerable amounts of foreign currency representing the pro-
ceeds of certain foreign loans (12.3 million dollars and x million pounds sterling) negotiated in October
with a view partly to strengthening the exchange reserve of the Bank, partly to extending productive
State works and repaying short-term loans. Moreover, in order to bridge over the expected strained spring
and summer period until the payments for the exports would begin to flow into the country, the Bank
arranged for a credit with foreign banks in the beginning of February 1924. This credit, equivalent to
244.8 million markka, is included under III (b) in the quarterly statements for 1924 of Table § above
and in Table V (Vol. I), an equal amount representing the Bank’s liability on account of the credit being
included in the sundries in group XVI of Table 8. The monthly figures for 1924 were as follows:

Markka (000,000's omitted).
. Balances Foreign
End of :

abroad Credit Total
December 1923 . . . . . . . . .. ... 607.2 — 607.2
January 1924 . . . ... ... ..., 671.5 — 671.5
Februaty » .. ........... 681.5 2448 926.3
Margh D e e e e e e e e 552.9 244.8 7977
April D e e e e e 409.6 244.8 654.4
May . - » ... ... 293.9 244.8 5387
June D e e e e e e e : 122.6 244.8 367.4
July D e e e e e e e e e e 3274 244.8 5722
August T N 227.1 244.8 471.9
September » . . . ... ... .... 202.1 244.8 446.9
October D e e e e e e e e T 2659 244.8 510.5
November » . ... ......... 364.2 244.8 609.0 -
December » . . . ... ....... 549.1 244.8 793.9

On July 15th the balances abroad (apart from the foreign

fallen to 34.4 million markka. But at that time a loan of 1z million dollars was placed at the disposal
of the Industrial Mortgage Bank of Finland, which pacsc at €ae Copos

L bank sold the whole of th i
received to the Bank of Finland in exchange for ma 1 o i Sttens e STy e

0 tkka. Thanks to this strengthening of its exchange
reserve, the Bank of Finland was not forced to draw on its foreign credit. s ¢ g

credit shown in the second column) had

Securities, loans and advances :
As the item “bonds in foreign currency” 's Me
. \ y" (see notes to last year's Memorand, n Gentral Bank
since the end of 1921, in fact, has consisted alm 4 e Dottt ree

€ ¢ f ¢ ost exclusively of Finnish Government bonds (of the 19t
foreign loan), it has been included in group V (a) of the corresponding statements in Table 8. ( The va?ug
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of these bonds at the end of 1924 equalled 3.8 million markka. The

bonds in Finnish currency constituting the rest of the amounts shown un%t:: %?r(al))ar?p::sg::s ?)ﬁ; i{ﬁsn;exaxﬁ
Government debts assumed by the Finnish Government after the revolution. Since 1922 this debt is
being paid off regularly. The direct short-term indebtedness of the Government to the Bank had been
repaid alr'ea}dy by that_tlme, and no new advances have since then been granted to the Government.
The 48 million ma.rklja. in Treasury bills which remained unpaid at the end a of 1924 are not considered asa
real advancg but a “compensation” promised by the Government to cover the loss arising from the
Bank’s holdings of valueless Russian Treasury bills. This debt is to be paid off in five years!.

Note circulation :
At the outbreak of war, the note issue of the Bank was governed by the following regulations:

The total of the notes in circulation, the outstanding drafts and other liabilities payable on demand, as well as the
undrawn amounts of credits opened in current account (which item last mentioned is not included in the balance-sheets
9f the :_Ba.nk), may not exceed the total of the Bank’s stock of gold and Finnish silver coins, the credit balances with
its foreign correspondents and its holdings of foreign bills, and bonds, notes and coupons in foreign currency, by more
than 4o million markka.

In case of emergency, however, the Government may, subject to the approval of the Diet, authorise the Bank to
extend the uncovered amount of note circulation and sight liabilities to 50 million markka.

The only Government securities admitted as note cover were bonds of Finnish State loans raised in
foreign currency; but before the war the Bank’s holdings of such bonds were insignificant. On April 24th,
19135, the 40 million markka limit for the uncovered notes and other sight liabilities was raised to 70 million
markka. In 1918, the Government took over the losses resulting from the depreciation of the Bank’s
Russian assets included in the note cover, and from the illegal note issues made by the revolutionaries
during the civil war in the beginning of that year, “Government bonds in Finnish currency” to the value
of 350 million markka being handed over to the Bank to cover these losses. At the same time the Bank
Act was altered so as to admit such bonds as cover for the notes and sight liabilities. Moreover, the Bank
was authorised to include also short-term obligations of the Government in this cover, and the limit of
the uncovered issue was extended to zoo million markka.

In order to prevent that the redemption of the Government indebtedness to the Bank would result
in an undue contraction of the circulation, the basis for the note issue was altered by a law of December
3oth, 1921. According to Article 18 of the new Bank Act, the sum of the notes issued and other labilities
payable on demand, inclusive of the undrawn credits in current account, may not exceed the total of the
Bank’s gold reserve and its credit balances with foreign correspondents by more than 1,500 million markka,
and any such excess must be fully covered by the following assets (supplementary cover):

Finnish silver coin, bonds in foreign currency quoted on foreign stock exchanges, coupons and bank notes in foreign
currency and foreign and inland bills falling due within not more than three months and based upon actual merchandise.

In addition, the new law provides, as a temporary regulation, that the Government bonds and short-term obligations
which were in the possession of the Bank at the time of the coming into force of the law might serve as cover for the
note issue. In case of emergency, the maximum limit of 1,500 million markka may be extended, on the authorisation of the
President of the Republic, for a given period, by 100 million markka. .

By the inclusion in the cover of inland bills, the Government was enabled to continue the redemption
of its debt to the Bank without reducing the note circulation below the limit which was considered to
correspond to the needs of business. Moreover, by admitting as cover only those Government assets in
Finnish currency actually in possession of the Bank, and fixing a maximum limit of issue, the power of
the Government to borrow from the Bank was limited.

Proposed currency reform:

The above stipulations remained in force unchanged at the end of 1924. Since the middle of 1923,
however, a reorganisation of the monetary system on the basis of the actual value of the mark, which has
remained practically stable since the autumn of 1922, has been officially contemplated. At the request of
the Bank Commissionaries of the Diet, a Swedish economist, Professor E. F. Heckscher, has reported
on the subject and proposed a devaluation of the markka and the readoption of an effective gold standard.
But no definite proposal had yet been submitted to the Diet by the end of 1924. ]

In November 1924 a special committee composed of representatives of the .Bank of Finland, the
joint-stock banks and the important business interests was appointed to examine this proposal. In

! For further details, sce notes to the Memorandum on Cenlral Banks, 1913 and 1918-1923.
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April 1925 this Committee issued a report proposing the re-introduction of the gold standard as soon
as the United Kingdom had done so and re-established a free gold market. According to the Committee’s
report, the present currency unit is to be maintained and its gold value to be fixed at 39.79 markka to
the dollar. The Committee recommends that new gold coins be struck in denominations of 100 and
200 markka, the former to contain 3 3 /j; grammes of fine gold, and the present nickel coins of 1 markka,
50 and 25 penni and the copper coins of 10 and 5 penni be maintained. It further recommends that the
bank notes be redeemable in gold or foreign exchange at the Bank’s option at rates not exceeding the gold
parity by more than 1 9. The right of note issue is to be limited to the total of the Bank’s gold and
foreign exchange reserves plus 1,000 million markka represented by speciaily defined commercial assets,
except for temporary emergency issues to be authorised by the President of the Republic subject to an
increase of the bank rate by at least one-fifth.

As a transitory measure the Committee recommends the strengthening of the Bank's exchange
reserve by repayment in foreign currency of the Government debt to the Bank and by utilisation of the
whole of the Bank’s profits. .

After the re-establishment of the gold standard in the United Kingdom, negotiations have been
carried on with the Bank of England. The Financial Commission of the Diet has taken a decision to
support the proposal of the Committee at the next session of Parliament in September, and to insist on
the re-introduction of the gold standard at an early date.



FRANGE



58

Table 9. FRANCE
BANK
Position in
ACCOUNTS
1913 1918 1919
ASSETS. :
1. Metallic Reserve at home. . . . . . . 4,157.5] 3,758.8| 3,868.3
@ Gold. . .. ... ... .. 3,517.4| 3,440.5| 3,600,3
(0) Silver and Token coins . . . . . 640.1 318,3 268.0
II. Other items of a Reserve or Cash nature 0.1 6.1 18.x
III. Assetsin and Claims on Foreign Countries — 4,373.6| 3,274.9
(@) Gold Deposits abroad . . . .. . — 2,037.1| 1,978.3
(b) Book Balances and Credits abroad — 2,336.5| 1,296.6
IV. Commercial Bills. . . . . . . . .. . ,523.6| 1,044.3] 1,266.4
(@ Imland . . . ... ... ... — — —
() Foreign. . . . . . .. .. .. —_— — —
V. Securities and Investments . . . . . . 220.9| 22LI| 22L3
(e) Government. . . . .. . . .. 212,35 212.7 212.9
() Other © . .°% . . ... ... 8.4 8.4 8.4
VI. Loans and Advances . . . . . . . .. 977.8| 22,091.7 | 30,919.3
(a) to the Government. . . . . . . 205.4| 20,876,0| 29,455.0
(b) on Government securities . . . _ 742.41 1,202,8| 1,45%.4
(¢ Other. . . . .. .. .. ... 30.0 12.9| 12,9
VII. Sundries (including Premises, etc.) . . 108.0| 2,618.8! 2,504.3
VIIL Total Assets. . . . « . . o « o o . . 6,987.9 | 34,114.4 | 42,162.6
LiABILITIES.
IX. Capital. . . . . ..o oo 0oL 182.5| 182.5 182.5
.X. Reserve Funds . . . . .. .. ... 42.5 42.9 43.0
XI. Profit and Loss and Dividends Accounts 41.4 85.4 79.5
XII. Notes in circulation . . . . . . . . . 5.713.61 30,249.6 | 37,274-5
XIII. Post Bills, Cheques, etc., in circulation . 3.9 2.4 2.3
XIV. Current Accounts . . . . . . .. .. 978.7| 2,477.9| 3,203
(@) Government . . .. .. ... 403.4 111.7| 765
(o) Other . . .. .. .. .... 575.3| 2,366.2| 3,127.7
XV. Other Deposits . . . . ..., .. .. _ 19.9 502.0 753.8 |
(#) Government. . . . . . e ., _— 437.4 705.5
] (b)) Other . . . .. . ... ... 19,9 64.6 48.3
XVI. Sundries (including Pension Funds) . 5.4 5717 6234
XVIL Total Liabilities . . . . . . ... .. 6,987.9 | 34,114.4| 42,162.6
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FRANCE Table 9.
OF FRANCE
Trancs (000,000’s omitted) at the end of

March June Sept. Dec.

1920 1921 I922 1923 1924 1924 1924 1924
3817.9| 3.855.6( 3,959.4| 3.972.4|| 3.975.5| 3.9785| 3.98r.1| 3,986.5
3,551,3 3,575.8 3,670.3 3,676.9 3,677.5 3,678.8 3,679.8 3,680.8
266.1 279.8 289.1 298.0 298,0 299.7 30r.3 305.7
1.7 ]|" 0.6 1.9 1.0 1.0 6.8 0.7 1.7
2,540.6 | 2,556.x| 2,437.0| 2,440.0|| 2,443.8| 2,435.3| 24324 24339
1,948.4 1,948.4 1,864.3 1,864.3 1,864.3 1,864.3 1,864.3 1,864.3
6o1,2 607.7 572.7 575.7 579.5 571.0 508.1 569.6
3,273.8| 2,121.5| 1,990.8| 3,245.x| 5,360.x| 3,607.0 3,985.3 5,240.7
— — — — 5,330.4| 3,670.5} 3,967.9 5,219.3
—_— — — — 29.7 206.5 17.4 21,4
223.2 223.2 25%.2 251.I 272.9 289.1 288.7 288.3
214.8 214.8 242.8 243.7 264.5 280.7 280.3 279.9
8.4 8.4 8.4 8.4 8.4 8.4 8.4 8.4
32,997.6 | 31,530.6§ 30,5016 | 30,497.1 || 30,031.2| 30,565.0| 30,756.x| 30,602.2
30,780,0| 29,242.0| 28,355.0| 28,083.0]| 27,551.0| 27,924.0| 27,997.0 27,672.0
2,204.7 2,275.7 2,133.7 2,40I.2 2,480,2 2,641.0 2,759.1 2,930.2

12.9 12,9 12,9 12,9 —_— —_— — . —
1,872.1| 2,188.3| 2,129.8( 2,457.7| 3.499.8| 3,256.8] 3,317.0 3,035.8
44,7359 | 42,475.9 | 41,271.7 | 42,865.8 || 45,584.3 | 44,228.5 | 44,761.3| 45,589.1
182.5 182.5 182.5 182.5 182.5 182.5 182.5 182.5
54.9 72.6 84.7 95.5 95.5 112.2 I12.2 141.3
96.0 92.9 127.3 109.3 4.3 29.3 4.9 137.2
37,552.2 | 36,417.4| 35.953.0| 37,763.0|| 30,9496 30,664.7| 40,338.7| 40,604.0
L0 0.8 0.5 0.5 0.5 0.4 0.4 0.4
3.599.2| 2,746.4| 2,344.3) 2,255.6|| 3:242.0( 2,350.6] 17418 1,972.8
115.9 45.1 10.3 21.4 18.8 13.4 14,0 13.5
3,483.3| 2,701.3| 2,334.0| 2,234.2 3,223.2| 2,137.2] 1,747.2 1,959.3
1,094.4| 1,888.7| 1,382.5| 1,359.7 777.8 980.3] 1,184.9 1,394.0
1,037.1 1,823.6 1,329.9 1,300.2 724.5 925.9 1,133.5 1,347.0
57.3 65.1 52.6 50.5 53.3 54.4 504 47.0
\2’155\'7 1,074.6]| 1,096.9| 1,000.7| I,332.I| 1I,708.5| I,196.x 1,156.y
1 44,7359 42,4759 | 41,271.7| 42,865.8 || 45,584.3 | 44,228.5| 44,761.3| 45,589.1
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The annual balance sheet of the Bank of France refers to December 24th, on which date the financial
year of the Bank is closed.

Metallic and foreign exchange reserves. — Exclzange policy :

As shown in Table IV (Vol. I) and in Table g above, 2,037 million francs of the Bank’s gold reserve
were transferred abroad in 1916 and rgry. Of this amount, 1,955 million francs were deposited in the
United Kingdom as collateral for certain advances. Under the terms of an agreement between the Bank
of France and the Bank of England, whereby the latter discounted French Treasury bills to a value at
first of £60 millions, which was raised later to £72 millions and has since been reduced to £55 mx%h'ons,—
£24 millions in gold were deposited with the Bank of England in February 1916. Secondly, £53.5 mlll.lqns
were deposited in the United Kingdom as collateral against a loan advanced to the Frepch by the British
Government. These deposits are to be repaid in proportion as the loans are repaid. As will be seenfromthe
tables, certain repayments were effected in x9Ig, 1920 and 1922. During the spring of 1923, an agreement
was reached between the two Central Banks according to which the outstanding bills are to be redeemed
over a period of seven years. .

The foreign exchange reserve at the end of 1918 and 1919, as shown under III (4} in Table g,
included certain Government credits as follows:
Francs (000,000’s omitted)

1918 1919
Credits granted by the Treasury of the United States 1,036.~ | 518.—
Balancesabroad . . . . . c s e e s e L300.5 778.6
Total . . . . ¢ v v v v v v oo 2,336.5 ' 1,296.6

The American credits were originally granted to the French Treasury, which, however, ceded them to
the Bank. The credit balance of 518 million francs at the end of 1919 was entirely used in 1g20. The
amounts given for that and the subsequent years, therefore, consist exclusively of other foreign balances.
It should be observed that these are converted into francs in the balance sheets according to the legal
pre-war parities. Their value in paper francs on the various dates given in Table V (Vol. I}, calculated
according to the dollar excliange rates, is shown below:

Francs (000,000’s omitted)

Gold francs Paper francs

End of Balances Foreign Total Balances Foreign Total

) abroad Bills 1 abroad ‘Bills 1 _
1918 . . . .. .. 2,336.5 — 2,336.5 2,456 — 2,456
1919 . . . . . . . 1,296.6 - 1,296.6 2,947 — 2,947
1920 + « .+ . . . 60r.2 5.2 606.4 1,958 17 1,075
IG2r + . . . . . 607.7 5.4 -613.1 1,510 13 1,523
122 . . . . . . 572.7 6.1 578.8 1,535 17 1,552
Marchzgz3 . . . . 596.— 6.1 602.1 1,818 I9 - 1,837
June ,, .. .. 566.6 6.2 572.8 1,735 19 1,754
Sept. ,, . ... 577.8 8.7 586.5 1,904 29 1,933
Dec. ,.... .. 575.9 20.6 596.3 2,116 76 2,192
March1924 . . . . 579.5 29.7 60g.2 2,389 122 2,511
Juoe ., .. .. 571.~ 26.5 597.5 2,097 97 2,194
Sept. ,, . ... 568.1 17.4 585.5 2,068 63 2,131
Dec. v e e e s 369.6 2I.4 50T.— 2,036 76 2,112

4
i The Bank's holdings of foreign bills are not shown separately in its ananal reports. The figures here given are taken
from the weekly balances corresponding most closely to the annual reports,
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As shown in Table I (Vol. I), there was an almost continuous decline of th between

;&lpril 1922 '?}?d rthti t;r;ddgif 192;1, when t_hedr?pidity of the fall in the exchangcevzxex:c};feflf: a%rrlgr?c b;ca;exe
arming. Thera 1scount was raised from 5 to 514 9 9
17th and the loan rate from 6 to 7 9. - 5105% % on January foth and to 6 % on January

This, however, did not suffice to check the rise in the dollar and pound exchanges, which in the early
days of March touch'ed the extreme quotations of 28 and 1zo francs respectively. Then the Bank intervened
and obtamfad a credit of 4 million pounds in London and another credit of 100 million dollars in New York.
These credits were accorded for three months and were renewable for another three months. They were
not guarant(j,ed by actual surrender or pledge of gold, but it was anticipated that if, at maturity, the Bank
had not at its disposal the necessary pounds or dollars to assure the repayment of the sums still due,
it would effect this repayment by shipment of goid. .

By selling from these credits, the Bank forced down the dollar and pound quotations by the end of
March to 18 and 78 francs, at which rates it began to repurchase foreign bills. The dollar and pound quo-
tations continued to fall to a minimum of about 15 francs and 65 francs respectively on April 23rd, and
then reacted to about 18 and 8o francs. By this time the Bank had completely reconstituted the sums
previously sold. The pound credit was repaid at maturity in September and the dollar credit was renewed
for three more months to December 12th, when it was definitely liquidated in connection with the flatation
on the American market of a French Government loan of an equivalent amount for a period of 25 years.
The day before, the rate of discount had been increased to 7 %.

As indicated below in the section on the State indebtedness to the Bank, the American loan was
used by the Government for paying part of the annuity for 1924 due by the State to the Bank. The net
proceeds of the loan thus placed at the disposal of the Bank amounted to about 8g million dollars and are
entered in the balance sheets at the legal par value of 5.18 francs. This money is to be retained in the
United States and to be ufilised exclusively for the purpose of protecting the exchange. In this
connection the 1924 report of the Bank states: .

The Bank is charged with the eventual utilisation of these dollars under the same exceptional conditions as the
credits granted to it in the beginning of the year. The dollars so expended will form the subject of a settlement with the
State, and the Bank must give an account to the Treasury, for every dollar definitely sold, of the difference between the
sale price and the initial price of acquisition of Fr, 5.18.

It is anticipated that well before the passing of the 25 years for which theloan was contracted in America, the strength-
ening of our monetary situation will no longer oblige us to conserve resources for intervention iu the exchange market.
It is in view of this eventuality that the Treasury has reserved the right of receiving back from us, for its own needs at
the rate of Frs. 5.18 each, the dollars which at that time have not been disposed of.

The dollar exchange derived from the above loan is not included in the exchange reserve proper of
the Bank (group III (4) of Table g), but is entered in a special account, as were also the credits obtained
by the Bank in the beginning of the year, This account is not shown separately in the Bank’s balance
sheets, but is included in the sundry assets (group VII of the table). It is not possible, therefore, to follow
the utilisation of the credits from the balance sheets. )

Indebtedness of the State to the Bank of France: =

The State debt to the Bank shown under VI {4) in Table g is composed as follows:

Francs (000,000’s ontitted)
March  June Sept. Dec.

Endof 1913 1918, 1919 1920 1921 1922 1923 1924 1924 1924 1924
Statutory advances to

the Government . . 200~ 200~ 200~ 200~ 200~ 200~ 200~ 200~ 200~  200.—  200.~
Provisional advances i p
tothe Government. — 17,150.~ 25,500.— 26,600.~ 24,900.— 23,800.~ 23,300.~ 22,700.— 23,000.~ 23,000.~ 22,600.~

Treasury bills discount-
ed for advances by
the State to foreign .
Governments . . . 5.4 3.526— 3,755~ 3,980~ 4,142~ 4355~ 4,583~ 4,651~ 4724~ 4,797— 4872~

Total . . 205.4 20,876.— 29,455.~ 30,780.~ 29,242.~ 28,355~ 28,083.~ 27,551, 27,924.~ 27,997~ 27,672.~

The “Statutory” advances, as given above, consist of four different advances granted to the Govern-
ment in the years 1857, 1878, 1896 and 191r. They are, in the reports of the Bank, called “permanent
advances to the State free of interest”. According to the Law of December 2oth, 1918, the period for their
repayment expires on December 31st, 1945, 7.¢., the date of the expiration of the Bank’s privilege of note
issue, :

The “provisional” advances accorded to the Government against three-month Treasury bonds,
in conformity with various conventions during and after the war, are subject to interest. Upto theend of
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interest was I %, on a total of 2x milliard francs and 0.75 % on the a‘mounts in excess of this
:3111?, t?eenlnna.ﬁmum limit éof the advances to the Government having been fixed, in the beginning of xg1g,
at 27 milliard francs. According to a special Convention of September 2Ist, 1919 _(z}uthorlsed bya Law of
December 26th of that year), additional interest of 2.2.25% was allo_wed onthe prov151gr}a1 a.dyances at th.elr
renewal orie year after the cessation of hostilities. The profits derived from the fxddltlonal interest which
the Government, under the terms of that convention, had to pay even retro_actwely.fgom the beginning
of the war, were to be credited to a special “Amortisation accgun_t", gstabhsl}ed originally as a reserve
against losses, which might be incurred in connection with the hqmdatlon of bl}ls a_md ot!lgr as:sets of the
Bank subject to moratorium under the special war legislation. Tlu§ accpunt, which in add1t101_1 is ﬁna_n(.:ed
under the terms of a Law of December zoth, 1918, by special contributions by the Bank from its remaining
profits on the “provisional” advances to the Government and on the: c}lsco_unts of Treasury bills, is included
under the special deposits in group XV{a) of Table g. Its composition 1s shown below:

Francs (000,000°'s omitted)
March  June  Sept. Dec.
Endof 1918 1919 1920 1921 1922 1923 1924 1924 1924 1924

Cover for unliqui-

/'\;.mor- datedassets . . . 4374 {7029 9986 5569 528~ 5127 513 5083 508 s507.8
t;sa.- Surpluses available
A::cx.z for the amortisa-

& tion of the advan- .
. oun ces to the State. . — — 122.5 I,257.9 790.6 7829 199.6 402.8 6105 8232
Annexed Account for the

interest on the Amortisa- :

tion Account . . . . . . —_ 2.6 6.~ 8.8 1L.3 13.6 ,13.6 14.8 14.9 16.~

Total . . 437.4  705.5 1,037.1 1,823.6 1,329.9 1,309.2 724.5 925.9 I,I33.5 I,347.~

According to the laws indicated above, that part of the Amortisation account which exceeds the
amount required as cover for the unliquidated assets subjected to moratorium shall be used for the amor-
tisation of the Government debt to the bank. The reduction in the first item since December 24th, 1920,
reflects the liquidation of these assets. The surpluses available for amortisation of the State debt have been
wholly used for that purpose since 1921. The annual figures in the statement above show the amounts on
each December 24th, which on the last day of the same year were utilised for the repayment of the State
debt. The Bank grants interest on the Amortisation account at the rate applied to the “provisional”
advances to the State. This interest is carried to the “annecxed interest account”, shown as third item of
the statement above, and will not be distributed until the liquidation has been finally carried through.

The total of the amortisations effected from the Amortisation account at the end of the years 1g21-
1924 amounts to 3,718 million francs and constitutes the main part of the repayments of “provisional”
advances made under the Convention of December 2gth, 1g20. By this convention the Government
engaged itself to bring down the outstanding balance of the “provisional” advances to 25 milliard francs
before January 1st, 1922, and to continue in subsequent years to pay off at least 2 milliard francs annually.
Actually the Government repaid 1 milliard francs in 1922 and 800 millions in 1923 by virtue of special
agreements, under which the authorised limit of the advances was fixed at 24 milliard francs for 1923 and
23,200 millions for 1g24. The latter limit, however, would appear to have been exceeded for certain periods,
although it was not shown in the weekly returns of the Bank.

By a Convention of December 22nd, ratified by a Law of December 31st, 1924, the repayment for 1924
was fixed at a minimum of 1,200 million francs and the authorised limit of the “provisional” advances
for 1925 at 22,000 million francs. The repayment effected by the end of 1924 included, in addition to the
sums available on the Amortisation account, the whole net product of the American loan just floated,
about 89 million dollars, counted at the nominal parity of Frs. 5.18. These dollars may be used by the Bank
only on authorisation by the Minister of Finance. (See preceding section.) 7

In the early months of 1924 the Government had to ask for additional advances from the Bank of
France for the purpose of paying Treasury bills presented to the Treasury for redemption instead of
renewal. ‘These additional advances to the Government in excess of the limit fixed for 1925 were not
shown as such in the balance sheets of the Bank but were included in various other accounts, and mainly
in the commercial bill portfolio. On April 7th, however, a new convention was concluded, authorised by 2
Law of April 15th, under which the maximum for the “provisional” advances to the State was increased
to 26,000 million francs. According to the same convention, the repayment on the Government debt
t(lal be effected for 1925 will be limited to thé balance available on the Amortisation account at the end of

the year. i
On June 27th a new law was passed authorising the Government to contract a “supplementary”
advance of 6 milliard francs (above the 26 milliard limit) mainly for the purpose of redeeming Treasury
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bills falling due in July and September. Under the same law, the Minister of Finance is authorised to
raise a long-term loan to be used exclusively for conversion of the floating debt, to be open for subscription
only to holders of Treasury bills and to be guaranteed against exchange depreciation (i.e. to be raised on a
gold basis). Finally, the floating debt to the Treasury is not to exceed its actual amount on the date when
the subscriptions to this loan are closed.

Circulation of Notes and Goins:

By a Convention of September 28th, 1920, the maximum of the authorised note issue of the Bank
of France was fixed at 41 milliard francs. This limit, which had remained unchanged since that date, was
in point of fact exceeded in the beginning of 1925, when the additional advances to the Government were
made. This excess issue for the-account of the Treasury, however, was not shown under the heading
“notes in circulation” in the weekly returns but was included in the unspecified ‘‘sundry liabilities”.
By the Law of April 15th, 1925, the limit was temporarily extended to 45 milliard, and by the Law of June
27th to 51 milliard francs. There are no other stipulations regulating the note issue of the Bank.

Since the war, the short-term Treasury bills have been used largely as substitutes for money inimport-
ant transactions. In recent years and especially in 1924, the Bank of France, with the assistance of the
commercial banks and the Chambers of Commerce, has endeavoured to popularise the use of cheques and
other forms of book-payments.” .

Towards the end of 1924 certain proposals were put forward for the withdrawal of notes circulating
in the Saar territory and in Madagascar and their replacement by special issues. 500-600 million francs
would thus be gained for the domestic circulation. Since the legal maximum of the note issue of the Bank
of France was increased, no steps have been taken to realise these proposals.

The demand for token money in France, which resulted from the withdrawal of silver and the increase
in prices, has been met in part by the issue of small notes by the Chambers of Commerce, and in part more
recently by the minting of aluminium-bronze and nickel-bronze coins.

The Chamber of Commerce issues previous to October 5th, 1916, were guaranteed by an equivalent
sum in bank notes deposited in the vaults of the Bank of France. Issues subsequent to October s5th,
1916, were guaranteed by funds formed in the Treasury vaults as the various issues were m'fxde. In a letter
of August 31st, 1921, the Ministry of Finance informed the Bank of France of its decision to include
in the State accounts the guarantee for all issues of notes, and requested it to pay into the Treasury account
the balance of the guarantee deposits still held in its vaults,

The circulation of these Chamber of Commerce notes on October 1st, 1922, amounted to 280,006,700
francs. Since this date, they have diminished steadily in number as the new metal token coins were put
into circulation and, by the end of the first quarter of X924, had been almost completely supplanted.

_These coins had been issued in the name of the Chambers of Commerce; but the State has borne all the
charges and’to it will accrue any eventual profit or loss. .

The coins are considered as a provisional currency replacing temporarily the Chamber of Commerce

notes. The following quantities have been minted during the last five years:

Number of coins Nominal value: francs

1920 Coins of xfranc . . . .. . ¢« . v . ¢ . . 590,049 590,049
92t ,, ,, zfrancs . . . .. ... .. 14,362,786 28,725,572

w s Ifranc . ... ..o 54,571,959 54,571,959

s s 50centimes. . . .. ... ... 8,691,867 4,345,933.5
922 ,, ,, =2francs . .. ... ... 0. 29,462,887 '58,925,774
w o a Ifranc . ... .. ... P 111,342,910 111,342,910
» . S0centimes. . . . . ... ... 86,225,994 43,112,997
923 ,, ,, 2francs - . . .. o0 .. a0 .. 43,960,369 87,920,738
e g Ifranc ... .t ... ... 140,137,683 140,137,683

5 . 50centimes. . . . .. .. .. 119,583,707 59,791,853.5
1924 ,, ,, 2frames . . . o« o 4 e e e i 29,631,410 59,262,820
s s, IXIframc . ... .0 .. 87,714,563 87,714,563
» . S0centimes. . . . . .. .. . . 97,036,160 48,518,080

Total . v v v v v v e e 823,312,344 : 784,960,932

It is estimated that before the war the circulation of token money amounted to about 450 million
francs,
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Table 10
: GERMANY
REICHSBANK
Position in Mark (000,000’s omitted)
ACCOUNTS .
1913 1918 1919 | 1920 | 1021
ASSETS.
1. Metallic Reserve at home . . . . . . 1,446.8) 2,282.2) I,110.0| 1,097.4| 1,007.0
(a) Gold. . . . . v v v v o v .. 1,170.0/ 2,262,2| 1,089,5{ I,091,6 995.4
(8) Silver and Token coins. . . . . 276.8 20,0 20,5 5.8 16

II. Other items of a Reserve or Cash nature 59.0] 5,209.1| 11,027.2(23,418.3| 6,965.7
III. Assetsinand ClaimsonForeign Countries]  68.1] 5§37.2| 664.2| 1,911.7] 6,198.6
(4) Gold Deposits abroad . . . . . —_ — —_— —

(5) BookBalancesand Credits abroad 68.1 537.2 664.2| 1,911.7[ 6,198.6
IV. Commercial Bills . . . . . . . . .. 1,497.8 1,549.3
(@) Inland. . . . . .. ... .. 1,357.6 —
(b) Foreign . . . . .. e e e 140.2 -
V. Securities and Investments . . . . . . 6.6| 151.2| 162.4] 1942 208.5
(@) Government . . . . . . . .. — — —_ — —
(3 Other . . . . . . ... ... — — — — —
VI. Loans and Advances . . . . . . .. 491.4 27,437.5| 42,108.1} 61,092.2|132,339.4
(a) tothe Government . . . . . . 396.9| 27,431.9] 42,098.3( 61,087.8132,330.9
(b) on Government securities . . .|| 6 8 g
(¢ Other . . . . ... ..... { o3 > s A 3
VII. Sundries (including Premises, etc.) . . 133.6] 2,032.5| 2,338.2| 5.475.5] 5,036.3
VIIL. TotalAssets . . . . . . . ... .. 43,703.3 37,709.7| 57,407.2| 94,189.3|153,304.8
LiABILITIES.
IX. Capital . . . . . . . ... .... 180.0f 180.0 180.0] 180.0] x80.0
X. ReserveFunds . . ... . . . . ... 80.9| 666.7| 2,815.9] 227.6] 725.I
XI. Profit and Loss and Dividends Accounts 39.9 42.0 42.8 42,1 . 527
XI1. Notesin circulation . . . . . . . .. 2,593.5| 22,192.4| 35,699.4| 68,806.4(113,641.5
XIII. Post Bills, Cheques, etc., in circulation. 0.5 0.2 156 — 0.6

XIV. Current Accounts. . . . . . . . . | 793.5|13,342.8! x7,353.6] 23,148.4| 36,544-4
(@) Government . . ... . . .., —_ —_— —_ — —

(6) Other . . . . ... ..... — —_ — —_ —
XV. Other Deposits . . . . . . ... .. 1x.8] 6o2.9| 799.9| 575.X| I,214.4

(@) Government . . . . .. ... 3.7,  357.9] 416,6 105.4 500.0

() Other . . . . .. ... ... 8.1 245.0 383.3 469.7 714.4
XVI. Sundries (including Pension Funds) . . 3.2| 6827 500.0| 1,209.7] 9461

XVII. Total Liabilities. . . . . . . ., .. 3,703.3| 37,709.7| 57,407.2| 94,189,3|153,304.8
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Table 10

m——

at the end of

—_—

Gold Mark (000,000's omitted) at the end of

1022 Dec. Dec. March June Sept. Dec.
1923 1923 1924 1924 1924 1924
1,020.0 2,334 445.7 4436 45354 463.2 598.9
954.8 446 4435.7 443.6 431.9 141.5 552.5
69.2 1,888 —_ —_— 23.5 21,7 46.4
238,491.5| 202,265,350,139,850 202.3 229,5 278.9 222.8 153.0
964.7| 274,317,388,258,458 295.6 ? ? ? 1,343.5
50.0 21 21,3 2I.2 30.3 136'5 207,1
914.7( 274,317,388,258,437 274.3 ? ? ? 1,136.4
411,773.7)  334,181,793,703.523 334.2 1,767.4 1,898.0 2,169.9 2,051.4
— —_ — —_ — —_— 1,881.9
—_ —_— —_ — —_— — 169.5
§II.X 10,017,264,150,000 10.0 (10.0) 76.4 78.3 316.0
— — _ — — — 143.7
— — - — - —_ 172.3
1,185,238.4| . 268,325.819,530,338 268.3 143.1 108.8 54.4 17.0
1,184,464.4 — — — -— — -
774.0 ’ 268,325,819,530,338 268.3 143.X 108.8 54. 4 —17 o
52,970.9] 267,003,608,634,342 267.0 222.5 702.3 842.x 133.7
1,890,974.3| 1,356,111,224,418,845 ' 4,613.5
180.0 180 {180.0) (180.0) (x80.0) (x80.0) go.0
26,758.2 900,381,050,000 " 09 (0.9) (0.9} 0.9 72.4
. 299.2|  8,103,429,495.794 gxf — — — 98.0
1,280,098.2[  496,507,430,220,934 496.5 689.9| 71,0973 I,520.5  1,941.4
225.7 — — - — — -
530,867.9| 548,133,133,960,384 548.1) . 7047 773-9 670.x 820.9
— 303,114,560,004,428 303.1 352.4 493.0 307.5 —_
— 245,018,573,955,956 245.0 352.3 280.9 3629 —
*42,786.4 6,656,071,472,542 6.7 800.0 800.0) 800.0 478.5
17,200,0 4,000,000,000,000 4.9 —_ —_ - -
25,586,4 2,656,071,472,542 2,7 800,0 800. 9] 800.0] 478.5
1297587 295,810,778,219,011 295.8 168.5 416.6 397.5] 11123
11,890,974.3| 1,356,111,224,418,845 4,613.5
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NoTEs.

The Reichsbank, the Rentenbank and the Golddiskontobank.

In the autumn of 1923 the currency depreciation in Germany reached the stage where the paper
‘mark, after having alrcady lost its faculty as a measure of value, _proved almost useless, as well, as an
instrument of payment. The collapse of the mark had been prec1p1_tated by the substitution of foreign
money for mark notes, by the adoption in private business of various systems of accountancy in gold
or other stable values, and by the practice of basing contracts on stable foreign currencies. So-called
“ stable-value “ loans were issued in terms of rye, coal, coke, potash, wood, etc., mainly by industrial
undertakings. The Government adopted similar methods by the issue, in April 1923, of Treasury bills
made out in dollars for which the Reichsbank assumed liability through endorsement, and, in August
and September, of a long-term “ gold loan "’ payable in dollars. The Reichsbank introduced valorisa-
tion clauses in its credit agreements, and the dollar was adopted for inter-bank transfers. These and
similar measures were approved by special legislation. : _

As the depreciation of the mark went on, several proposals aiming at a re-organisation of the currency
were put forward, and in October 1923 a provisional plan of reform was adopted under which Govern-
ment borrowing from the Reichsbank was stopped and a temporary independent bank of issue, the
Rentenbank, established. This bank, created by decree of October x5th, 1923%, was furnished with a
capital of 3,200 million rentenmark (equivalent to goldmark) by imposition of a mortgage on all landed
properties amounting to 4 % of their assessment value fixed for the National Defence levy and a charge
— by issue of special debentures — to an equal amount on industry, commerce and trade including
banking. Both the real estate mortgages and the debentures were made out in gold mark and bore
interest at 6 %. Against this security the Rentenbank issued renfenbonds in denominations of 500
goldmark and multiples thereof, bearing interest at 5 %, which serve as cover for the issue of the renten-
mark notes. The mortgage to be imposed on property in the unoccupied territory being estimated
at about 2,400 million rentenmark, rentenbonds were issued only up to that amount, forming the capital
of the bank, whereas the remaining 8oo millions were considered as a reserve fund. Thus, the limit
of the rentenmark note issue was 2,400 millions. '

The Rentenbank was only permitted to deal with the Government, the Reichsbank and the so-called
private banks of issue. It started operations in the middle of November 1923, and at the same time
the Reichsbank stopped discounting Treasury bills. According to the decree of October 15th, the
Rentenbank, during a period of two years, was to grant the Government advances up to a total of 1,200
million rentenmark, of which up to 300 million rentenmark were to be placed free of -interest’ at the
immediate disposal of the Government for the purpose of redeeming the Treasury bills held by the Reichs-
bank. The remainder was to bear a fixed interest of 6 %. The Rentenbank was also entitled to grant
advances up to a maximum of 1,200 rentenmark to the Reichsbank and the private banks of issue for
the purpose of providing credits for productive purposes, these advances to be allocated to the above
banks in proportion to their note circulation on July 31st, 1914. Below is given a summary of the
operations of the Rentenbank. -

It will be noted from the statement below that, of the credits opened to the Government, only 200
million rentenmark were given free of interest, 196.5 millions of that amount being used for the redemp-
tion of the Tredsury bills held by the Reichsbank, whereas the remaining 1,000 millions (bearing interest
at 6 %) were used for balancing the budget. } i

The credits shown under the heading “ Loans for private productive purposes’ (Wirischafisdar-
lehen) represented almost exclusively agricultural credits. They were only given on a fixed-value basis
(wertbestdndig), those receiving the loans being bound by a special clause to repay the gold value of
the credits granted. The banks borrowing from the Rentenbank did not act as commission agents
for it but gave and obtained credit themselves, paying to the Rentenbank three-tenths of the current
rate of discount. :

The rentenmark became at once equivalent to the goldmark for all internal payments. The value

- of the paper mark was at the same time stabilised at the rate: 1,000,000,000,000 paper mark = 1 renten-
mark or goldmark, this being fixed as the official rate for the new tax payments in gold.

1 An extract of this decree is given on pages 200-202 of the Mewmorandum on Ceniral Banks, 1913 and 1918-1923.
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RENTENBANK
Pasition in Rentewmark {000,000's omitted),
Assels : End of :\;0\;- Dec. March June Sept, Dec. March
. 2 192 1 2
Mortgage on Agriculture, In- ’ o Y924 1924 1923
dustry and Trade in favour
of Rentenbank . . . . ., . 3,200 3,200
. 3,200 3,200 ,0608 2,000 2,000
Rentenbonds on hand ), | | | 1,560 2,400 2,400 2,400 3 400 2.000 2’2 00
Loans to the Government: A ! ’ ’
Without interest . . . . . 200 200 200 196 196 ;
With interest . . . . . 563 1,000 900 1,000 I,oo4(
With interest for 1mplovc- : 1,200 1,187
ment works & | | — —_ —_ 3 6‘
Loans for private pxocluc(wc )
purposes:
To the Reichsbank . . . . . — — 800 Soo 800 |
To the other banks of issue . — 34 70 70 70 \ 780 780

Temporarily on deposit with the

Reichsbank for inaugurating

rentenmark clearings . . — 320 200 00 = — —_ —
Cash, postal orders, and due

from banks . .. 2 II 3 110 102 20
Otherassets . . .. .. .. — — _.2 ?j — 24 .3
Total . . . .. : 4,196
Liabilities :
Capital . . . .. .. ... 2,400 2,400 2,400 2,400 2,400 2,000 2,000
Reserve Fund . . . . . . Soo 8oo 8oo 800 668 — —_—
Rentenmark notes in cnculatmn 768 1,242 1,986 2,030 2,076 1,950 1,911
Rentenbonds in circulation (¢ — — — — — — —
Rentenmark redemption accord-
ing to § 7 (¢) of the Liquida-
tionLaw . o . . . . ... — — — —_ —_ — 56
Other liabilities . . . . . ... — — L— — — 19 —
Reserved for special purposes . — — —_ — — 16 —
Net profits . . . . ... .. - — — — — — 18x —
Total . . ... © 4,196

During December 1924 a series of decrees concernmg gold accountancy in private finance were
issued. The most important, that of December 28th, compelled all firms and individuals having to keep
books to open an inventory and keep their books from the new year or the beginning of their own financial
year in gold marks at the rate of 42 gold mark to 1o U.S.A. dollars.

The currency stabilisation was followed in the beginning of 1924 by a severe credit crisis. In order
to alleviate the situation of industry and export trade, a new credit institution, the German Gold Discount
Bank, was established under a law passed on March rgth, 1924 %, in the form of a private bank, independent

(a) This item is only given pro memory in the returns of the Bank and represents the amount of rentenbonds made
out by the Bank less those put into circulation (¢f. Habilities). The amount of such bonds held outside the Renten-
bank, however, never exceeded 233,500 goldmark and represented, at the end of 1924, 156,000 goldmark.

(b) Since November 1g24 these loans are included in those for private productive purposes, as, under the law
on the liquidation of the Rentenbank, they have to be liquidated within the same period (three years).

(¢) See note (a) above.

1 For the text of this law see Memorandum on Currency, 1913-1923, page I10.
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g ent, with a subscribed share capital of £10 million§. One-half gf_thls cap1_tal (share
;ﬁog;eAc);t’:;nsTbscribed by the Reichsbank and fully paid up, the Reichsbank receiving for this purpose
a credit of £5 millions from the Bank of England, whereas of the remaining 5 millions (share group B)
subscribed by a consortium comprising almost the whole German banking world, only a little over 25 %,
was paid up (in stable foreign exchange). In addition, the Gold Discount Bank secured redlscoqnt
credits of £5 millions with British banks, $25 millions with American Banks and 25 million francs with

iss banks. . . s s
SWls§I‘he new bank was managed solely by the Reichsbank and its business consisted chiefly in discount-
ing bills maturing in not more than three months and in granting advances likewise running for not more
than three months, these bills and loans being payable in pounds sterling, dollars or other high value cur-
rencies. The Bank was prohibited from granting credits, either directly or indirectly, to the financial
administrations of the Reich, the States or the Communes. : ) -

It was given the right to issue notes expressed in terms of pounds sterling to the amount of £5 millions,
covered to the extent of at least 509 by gold, foreign bank notes and short-term bills, cheques and sight
balances in foreign currency, the remainder to be covered by the other discounts of the bank. These
notes, which were intended to serve as certificates for use in foreign exchange transactions, were not
to be legal tender. The Bank, however, did not make use of this privilege of issue.

The Gold Discount Bank was opened on April 7th, 1924. The development of its operations may
be judged from the following table: ’ :

GERMAN GOLD DISCOUNT BANK

Losition in £ (000’s omilled).

End of April May June July Aug. Sept. Oct. Nov. Dec.
1924 1924 1924 1924 | 1924 1924 1924 1924 1924
Assets: ‘
.Gold. . . . ... 9 9 9 . .9 9 9 9 — —_
2. Foreign bank notes. 6 6 6 12 16 I b — —
3. Foreign credits sub-
jecttocall . . . . 5644 1478 178 429 1,097 763 545 670 501

4. Bills and cheques (@ 585 5385 06790 6472 6220 6,395 6,715 6,731 6,677
5. Subscribed capital

notpaidup . .. 3806 3632 3557 3530 3522 3,353 3,28T 3,281 3,353
6. Other assets. . . . — 2 . 17 18 32 48 54 57 67
Total Assets . . 10,050 10,512 10,557 10,470 10,896 10,571 10,605 10,739 10,598
Liabilitles :
1. Capital subscribed . 10,000 10,000 10,000 0,000 10,000 10,000 I0,000 I0,000 10,000
2. Reserve . . . . . —_ —_ —_ — — — — . .
3. Note circulation . . — —_— —_ — — — — — —
4. Demmand deposits . 37 364 292 149 477 70 106 229 70
5. Other liabilities . . 13 148 265 321 419 501 499 510 528

Total Liabilitles 10,050 10,512 19,557 10,470 10,896 10,571 10,605 10,739 10,598

Contingent liabilities ' ’
on endorsed bills. . —_— — 3,995 7335 7429 6,226 5,210 3,632 1I,106

(a) Thereof short-term — 30 70 108 218 1,749 342 1,082 781

The Gold Discount Bank was likewise only intended to bridge over the transition period. As will
be seen from the above table, its credits have remained stationary since June 1924. According to a
statement by Dr. Schacht in the General Board of the Bank on September 18th, 1924, only a restricted
use has been made of the foreign rediscount credits, as the Reichsbank, on account of the improvement

in the exchange situation, has been able itself to rediscount to a greater extent than was originally
anticipated, ’
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The report of the First Committee of Experts on the reparation question, which appeared in April
1924, recommended, as necessary conditions for the economic rehabilitation of Germany, the establish-
ment of a new bank of issue and the flotation of a foreign loan for the purpose inter alia o% strengthening
the gold cover for the new notes. The scheme of currency re-organisation contained in this report was
approved with slight modifications by the London Conference in the summer of 1924. An organising
commlttee., one 2f the members of which was the President of the Reichsbank, had, in the meantime,
been appointed fox:’the purpose of taking preliminary steps for the corporate organisation of a bank
of issue in Gem_xany - This committee proposed the maintenance of the Reichsbank after re-organisa-
tion in conformity with the recommendations of the Committee of Experts.

Re-organisation of the Relchsbank.

The necessary _leg'islat_ion providing for the re-organisation of the Reichsbank and the wnification
of the currency by liquidation of the Rentenbank was passed on August 3oth, 1924, the draft laws having
been submitted to the Reparation Commission for approval. After the flotation of the proposed foreign
loan of 8oo million goldmark, the new legislation was put into force as from October 11th, 1924: This
legislation involved the liquidation of the Gold Discount Bank, all the shares of which have been taken
over by the Reichsbank in exchange for new Reichsbank shares. The Gold Discount Bank ceased to
publish balance sheets from January 1st, 1925. The credit of five million pounds received from the
lian}i of England for the purpose of paying its A-shares was repaid by the Reichsbank at the end of

pril xg925.

The transformation of the Reichsbank was legally effected by an amendment of the Bank Law of
March 14th, 1875. The fundamental character and functions of the Bank remain unchanged, but it
has been made independent of the Government. It is to continue to operate as a bankers’ bank and
as g:‘actically the sole bank of issue with the main function of regulating the supply of currency and
credit. i

According to the new law, the capital of the Bank must amount to at least R.M. 300 millions, and
may not exceed 400 millions. At a general meeting of the old Bank on October 4th, 1924, it was decided
to convert the old capital of 180 million Mark into go million Reichsmark (new currency) by issuing one
new for two old shares to the existing shareholders. At the same time, the Managing Board was author-
ised to increase the capital up to the above minimum limit under the new law, and in January 1925
the capital was increased to R.M. 122,788,000 by the issue of shares to the value of R.M. 32,263,000
to the shareholders of the Gold Discount Bank in exchange for the B-shares of that Bankand R. M. 525,000
to the shareholders of the “ Schleswig-Holsteinische Girobank * against full payment in foreign exchange.
All further shares issucd are to be paid for exclusively in gold or foreign exchange.

The organisation of the transformed Reichsbank is analogous to that of the old. The general
administration is in the hands of a Managing Board (Reichsbanksdirektorium) consisting of the President
of the Bank and such number of other members as may be required. This body, all members of which
must be German nationals, decides in particular the currency, discount and credit policy of the Bank.
It may submit its plans or proposals to the General Council for an opinion, but this is not obligatory.
The members of the Managing Board are appointed for twelve years by the President on the approval
of the General Council. : . .

The General Gouncil (Generalrat) is composed of 14 members, of whom 7, including 'the Pr.esxdent.
must be German nationals and 7 foreigners (one national of each of the following States: United Kingdom,
France, Italy, Belgium, United States, Netherlands and Switzerland, including the Commissioner for
the note issue). The General Council may increase the number of its German members bya unanimous
vote. The term of office of the members, excepting the President and the Comnﬁ551qner, is for three
years. The German members are elected by the German shareholders. The first foreign members are
appointed by the Organisation Committee. In the future they will themselves elect the new foreign
members of the Council. .

The main functions attributed to the General Council are: (x) to elect, subject to the _approva.l of
the Reichs-President, its chairman, who is also chairman of the Managing Board, the President of the
Bank, and its Managing Director; (2) to elect the Commissioner for the note issue; and (3) to approve
the appointment of the members of the Managing Board. )

The President must be elected by a majority vote of nine members, six of whom must be German;
the Commissioner for the note issue by a majority vote of nine members, six of whom must be foreign.
Apart from such control over the Bank as the General Council may exercise throqgh 1ts.electora1 powers,
its functions under the law are advisory, its formal assent not being legally required with regard to any

decision of the Managing Board.
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This is true also with regard to the permanent Ceniral Conmniﬂee_of theshareholders (Zentralausschuss),
consisting of representatives of banking, industry, trade and agriculture and elected by the German
shareholders. . . .

The Commissioner for the nole issuc has no control over the administration or the policy of the Bank.
His function is to supervise and enforce compliance with the prescriptions of the law in regard to the
issue of notes and the reserves. He has the right to be present at the meetings of the Managing Board.

Of the annual net profits, 20 % shall be carried to a reserve fund as long as the amount thereof
is less than 12 9% of the average note circulation of the Bank during the preceding six months.
The shareholders are entitled to an annual dividend of 8 %. The remaining balance of the net profits
has to be distributed as follows: 50 %, of the first 50 million reichsmark falls to the Reich and 50 % to
the shareholders; 75 % of the next 50 millions falls to the Reich and 25 % to the shareholders, of the
remainder, if any, 9o % falls to the Reich and 10 % to the shareholders. The amounts so allotted to
the shareholders may be paid out as an additional dividend or may be allotted to a dividends equalisa-
tion fund.

The provisions of the new Bank Law in regard to the operatiops of the Bank are dealt with in detail
below in the various sections on advances, circulation, etc. :

Ligutdation of the Rentenbank.

On August 3oth, 1924, a law was passed for the liquidation of the circulation of the Rentenbank
bank notes, which came into force on October rrth. From this later date the Rentenbank was not
allowed to issue any new notes or undertake any new business and had to concentrate on the liquidation
of its outstanding circulation. As will be seen from the table on page 67 above, the notes issued amounted
to about 2,000 million rentenmark. The capital could therefore be reduced to that figure. According
to the liquidation law this was done by releasing industry, commerce and banking completely from the
charge under the original Rentenbank Law -and raising the mortgages imposed on agriculture from 4%
to 5 9, of the value of the property mortgaged. At the same time, the interest wasreduced from 6%, to
5 %. Under the new regulations the Rentenbank mortgage has been effectively extended over the
occupied districts.

It will be noted from the table on page 67 above that the note issue on September 30th, the date
of the last balance sheet under the original regulations, represented 1,200 millions loaned directly to the
Government, 870 millions loaned to the Reichsbank and the private banks of issue, and 6 millions granted,
through the intermediary of the Government, for agricultural purposes, this last item being amalgamated
later with the other loans. for productive purposes and made subject to the same provisions.

All Rentenbank notes have to be withdrawn and redeemed in legal tender currency by the Reichs-
bank within not more than ten years from the coming into force of the Liquidation Act. For the redemp-
tion of the 1,200 millions rentenmark notes corresponding to the Government indebtedness to the Renten-
bank, a special sinking fund is to be formed at the Reichsbank in the following manner:

(@) From October 1st, 1924, the Rentenbank shall transfer to the sinking fund at the Reichsbank
all the monies to be received from the mortgages (5 % per annum). -

(5) From January 1st, 1925, the Reich shall transfer to the sinking fund 60 million rentenmark
annually in equal quarterly instalments;

(¢) All the government’s share of the profits of the Reichsbank shall be allocated for this purpose.

If the Rentenbank payments under (a) exceed 60 million rentenmark in any year, the Reichsbank
shall set aside 25 millions from the surplus and place it at the disposal of an agricultural credit institute
to be formed with the approval of the Rentenbank and the Government. Any other surplus funds
the allocation of which is not determined in the Liquidation Act may be used for this or similar
purposes.

A bill concerning the establishment of the above institute under the name “Dfe Deutsche Rentenbank-
Kreditanstali”’ was submitted by the Government in March 1925. .

The 870 million rentenmark issued to the Reichsbank and the private banks of issue had been lent
in the main to agriculture. Owing to the agricultural crisis it proved necessary to extend the period
- for the liquidation of these credits over three years, from December 1st, 1924. Redemption is to be effected

in equal annual instalments. The Reichsbank and the private banks of issue may hand over to the
Rentenbank rentenmark bills for an amount corresponding to the loans received from the Rentenbank,
which thus become extinct, the liquidation of the bills to be effected by the Rentenbank. This bank
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shall hand over to the Reichsbank for destruction all rentenmark notes received in the process of closing
the credits. In so far as the repayment of the credits is not made in such notes, the Rentenbank shall
hand over a corresp ondulg sum in legal tender to the Reichsbank, which has to withdraw from circulation
and destroy a corr.e§pondmg sum in rentenmark notes. At the end of December 1924 the Reichsbank
had paid off 343 million rentenmark, of which 100 millions in rentenmark notes and 243 millions in renten-
mark Dills, on its 800 million debt to the Rentenbank. By the end of May 1925 the whole of this debt
had been repaid. .

On completi'on of the redemption of the rentenmark credits and when 1,200 million rentenmark
have been paid into the Redemption Fund for the Government debt, but at the latest after 10 years
from the coming into force of the law, the Rentenbank shall, with six months notice, call in for exchange
at the offices of the Reichsbank against legal tender any rentenmark notes still in circulation. Showld
the Redemption Fund be inadequate to effect this redemption, the Rentenbank must place the requisite
sums at the disposal of the Reichsbank, the Reich to incur the liability for this obligation. After the

completion of the withdrawal of the rentenmark notes the Rentenbank shall go into liquidation.

Balance sheets of the Reichsbank.

Until the reconstruction of the Reichsbank, the balance sheets were drawn up in paper mark, the
accounts in rentenmark or goldmark, with the exception of the gold reserve, being converted at the rate:
1 billion (i.e. 12 zeros omitted) paper mark = 1 goldmark. With the introduction of the rentenmark,
however, the old paper mark accounting lost all practical importance, the “ billionmark * being considered
as the real unit. Although the Bank’s accounts are shown in gold marks in Table 17, the transformation
of the Bank’s balance sheets on to a uniform goldmark basis did not actually take place until October
15th, 1924. -

Metallic veserves.

Since March 1922 the Reichsbank has been empowered to count as part of its gold reserve gold
deposited with foreign central banks on the condition that it is at the free disposal of the Bank. In
the balance sheets, gold held as collateral against credits abroad is included under sundry assets and the
credits under sundry liabilities. Of the reduction in 1923 of 538 million goldmark in the Bank’s reserve
shown in Table IV (Vol. I), gold sales accounted for 367 millions, and pledging abroad for 171 mil'li'onsl.
The gold sales appear to have been stopped by the end of September 1923, whereas certain additional
sums were still pledged in the first half of 1924. On the othér hand, the increase in the reserve in the
second half of that year seems to have been due largely to the release of amounts previously pledged.
The gold purchases abroad were made partly in Sweden, ‘where the embargo. on the gold exports was
lifted from April 1st, x924. i o

Until the end of 1920 the figures for the gold reserves of the private banks of issue given in Table IV
(Vol. I) comprise a small fraction of token coins. ) . )

The token money held by the Reichsbank at the end of 1913 was mainly silver. On account of
the depreciation of the mark, silver coins disappeared from circulation during the war. They were
subsequently demonetised — the two-mark pieces by a decree of July 1zth, 1917, a_.nd thf: remaining
silver coins by a decree of April 13th, 1920 — and replaced by small notes and aluminium, zinc and iron
coins. Since then and up to the last months of 1924, therefore, the amounts in group I (b) of Table 10
above do not include any silver coins. Since their demonetisation these coins have been entered in
the balance sheets at their bullion value in paper mark and included under sundry assets. The balance
sheet value and the gold value, according to the dollar exchange of the Bank's stock of silver builion,
have been as follows:

(000,000's oiitied.)

End of Paper mark Gold mark
I920 . v . e e e s e e 1,485 90.8
: (17 S 1,381 30.0
b -2 S S . 1,288 0.7
(7% SO 2,609,666,000,000 2.6
(0.8) 0.8

T924 . . o o e e e e e

—

-1 The movements in the Reichsbank’s gold reserve from 1913 up to the end of 1923 are commented upon in detail
n the Memorandum on Central Banks 1913 and 1918-23, pages 188-189. .
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i W d as security for credits granted to the
I 21 practically the whole stock was transferred abr_oa for
Reichlslbigk blzr AmeriZan, Dutch, Swedish, Danish and Swiss banks and was subsequently sold.

Forelgn assets of the Reichsbank. — Exchange policy.

Before its re-organisation in 1924 the Reichsbank did not show separatel_y the arpounti standing
to its credit on current account with foreign banks. But the annual repor't‘s contained one item, ]?alanceﬁ
with correspondents”, which was replaced in the report for 1924 by “ Balances in foreign currency
and would therefore appear to have represented mainly foreign balances.. Itis shqwn as such in Ta.blq VI
(Vol. I) and Table 10 above. From 1914 until the end of 1923 the Reichsbank did not show its holdings
of foreign bills separately from its inland discounts. They are now shown separately in the“ annual
but not in the weekly statements, where the greater part of the foreign balances is included under Sundry
assets ’. The exchange holdings (Devisen) shown separately in the weekly returns since the re-organisa-
tion of the Bank constitute only that portion which may be included in the gold cover for the notes and
represent therefore invariably one-third of the Bank’s gold reserve. This applics also to.the returns
of the private banks of issue, the note issue of {hese banks being subject to the same regulations as that
of the Reichsbank. L .

A summary of the principal decrees and regulations governing transactions in foreign exchange
issued up to the end of 1923 was given in last year's Memorandum on Currency. Under these regulations
such transactions as were permitted had to be conducted at the official Berlin rates of exchange, and all
purchases of foreign currency were centralised under the control of the Reichsbank. Since November
2oth, 1923, the official Berlin rate on New York has been kept stable at 4.2 " Billionmark " to the dollar.

But this stability was artificial. The New York rate on November 26th, 1923, was (.99 billionmark
to the dollar, although it fell to and even below the Berlin rate during December; it depreciated again
in January and fluctuated considerably during the first five months of the year, as an inspection of Table I
(Vol. I) shows. The demands on the Reichsbank for foreign currency had during the whole of this period
to be severely rationed, sometimes even down to 1 %. But with the severer credit control introduced
in April and consequent forcing of hoarded foreign currency into the market, the return of a certain
proportion of the German capital held abroad and the foundation of the Gold Discount Bank, the situa-
tion improved, so that by the beginning of June the rationing of exchange could be abandoned. The
main influx of foreign and repatriated domestic capital, however, came in the late summer and autumn
months — more especially after the successful flotation of the 8oo million goldmark reconstruction
loan. ’ .

With a view to checking excessive borrowing abroad, a decree was issued on November 1st making
the raising or guaranteeing of foreign credits by the States or municipalities subject to the consent of
the Minister of Finance. In its report for 1924, the Reichsbank, when discussing its reserve position,
draws attention to the fact that it will have to meet certain demands for foreign currency required for
the repayment of foreign credits used for internal operations .and not resulting in counterbalancing
claims on foreign countries. . .

" Most of the exchange regulations were abolished by decrecs of October 31st and November 8th,
1924, only those enforcing the official exchange rates (Efnheitskurszwang) and prohibiting transactions
in futures (Termingeschifl) being maintained, :

Discounts, loans and advances and investments of the Reichsbank. — Gredit policy.

. Immediately after the outbreak of war, the Bank Act was so amended as to admit Treasury bills,
in addition to the commercial bills, as supplementary cover for note circulation. Up to then the Treasury
bills discounted had been shown under securities in the annual reports of the bank, but after this amend-
ment they were merged with the commercial bills into a common group under the heading “ Bills, cheques,
and discounted Treasury bills”. Treasury bills were not shown separately until 1921, at the end of which
year they represented more than g9 % of the total of the bills in the portfolio. The use of the commercial
bill ceased nearly entirely in Germany during the war and was not re-adopted until the middle of 1922.
The bill holdm_gs shown by the Bank for the years 1918-1920 consistéd therefore almost wholly of Treasury
bills. According to the principles followed in the present Memorandum, the Treasury bills discounted
are shown as advances to the Government. For the years 1918-1920, therefore, the total bill holdings,

as shown in the annual reports of the Bank, although they ma includ 1 i ercial
bills, are given in group VI (a) of Table To. ¢ vy ¢ 2 small portion of comm :
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) After the summer of 1922, when the Reichsbank began to propagate the re-adoption of the commer-
cial ]?111 as an Instrument of payment, this came gradually back into favour. With the increase in the
velocity of the turnover of deposits and simultaneous attrition of these deposits resulting from inflation,
rediscounts with the Reichsbank, whose rates were kept low in the beginning, developed rapidly. A
more restrictive policy was subsequently adopted by the Bank, and the rate of discount was repeatedly
increased. The commercial rediscounts, together with the discounts of Treasury bills, constituted the
mair co;relli for the note circulation. Their expansion in 1923 up to the introduction of the rentenmark
was as follows:

Mark (000,000's omitted).

) End of Treasury Bills Commercial Bills
December 192z . . . . . 1,184,464 411,774
March 1923 . . . . . , 4,552,012 2,372,102
June 1923 . . . . . 18,338,177 6,914,199
September 1923 . . . . . 45,216,224,362 3,660,094,270
October 1923 . S 6,578,650,938,818 1,038,129,855,523
Nov. x5th, 1923 . . . . . 189,801,468,187,415 39,529,577,253,768

Since December 23rd, 1923, when the Treasury Bills discounted had been redeemed, the Bank has
made no new advances to the Government. The Treasury bills, however, did not represent the only
State debt to the Reichsbank. For during 1923 the Government borrowed considerable amounts of
foreign exchange for the purpose of supporting the mark exchange in connection with various actions
~on account of the occupation of the Ruhr district. The Government indebtedness in foreign currency
arising from these operations was not shown separately by the Bank. Its balance sheet value at the end
of 1923 and the first quarters of 1924, therefore, is not known. By a Convention between the Govern-
ment and the Bank which was concluded on July 5th and came into force on October 1xth, 1924, however,
the debt was fixed at R.M.233.5 millions, of which R.M. 100 millions were transformed into a permanent
loan at 2 %, granted to the State in exchange for the privilege of note issue, repayable only at the cancella-
tion of that privilege and not before October 1st, 1974. The remaining 135.5 millions were converted
into a loan at 3 9%, repayable in equal annual instalments over a period of 15 years from January 1st,
1925. The claims on the Government under this arrangement are entered in the balance sheet for
December 31st, T924 (and in group V (a) of the corresponding statement in Table 1o above) at
R.M.143.7 millions, representing the present value of the instalments due discounted at the current
Bank rate.

For the privilege of note issue the Reichsbank also became liable for the redemption of the dollar
Treasury bills (252 million gold mark) due for payment in April 1926, According to a statement in the
report of the organising committee for thenew Bank, the hidden reserves of the Reichsbank to which
the Reich would have become entitled, should it have decided to exercise its right to acquire the shares
of the Bank, were sufficient to cover these obligations. The liability for the dollar Treasury bills included
under the sundries in group XVI of Table 10 is shown in ‘the balance sheet for December 31st, 1924,
at R.M.234 millions. On the other hand, the Bank’s holdings of such Treasury bills are included in its
balance sheet in its securities proper (eigene Weripapiere) given under V (0) in Table 10. According to
§ 21, 4, of the Bank Act the Reichsbank is permitted to buy for its own account bearer obligations or
guaranteed stock of the Reich, States or municipalities only in so far as it is necessary for the maintenance
of the ordinary business. relations with customers of the Bank.

According to § 25 of the Bank Act, the Reichsbank, which shall serve as the fiscal agent of the
Reich, may grant to the Government credits for working capital up to oo million reichsmark for not
more than three months; but there must be no Government indebtedness to the Bank at the end of the )
financial year. Moreover, the Bank may grant credits up to 200 million reichsmark to the Post-office
and railways, With these exceptions the Reichsbank must not extend any credit directly or indirectly
to the Reich, State or municipalities or to any forcign Government.

Although the Reichsbank did not make use of its credit with the Rentenbank until the end of
January 1924, it started in the beginning of December 1923 to grant rentenmark credits, specially utilis-
ing the rentenmark notes originating mainly from the Rentenbank’s advances to the Reich, which notes
soon flowed into the Bank in large quantities, partly in repayment of the Treasury bills. The develop-
ment of the credits granted by the Bank since the currency stabilisation in November 1923 was as follows:
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(000,000"s omitied)
Total discounts
Bills and cheques Advances on collateral an d advances
in in paper in inpaper , in inpaper .
End of renten (bi]i)lign) Total renten (billion) Total “renten (bilion)  Total
mark mark mark mark mark mark
November Y923. « .+ .+ .« « . o« 4 . — 3473 3473 — 7.5 7-5 — 3548 354.8
December B e e e e e e e 15.2 - 307.5 3227 127.0 I4L3 268.3 1422 4438 591.0
January 1934, . < . o+ . oo+ . 367.5 388.4 7359 197.8 1387 3365 5653 3527.1  1,092.4
February Pou e e e e e e 667.2 49S.4 1,165.6 1851 I2L.5 306.6 852.3 019.9 1,472.2
March B e e e e e e 1,096.3 671.1 17674 1148 284 1432 12111 G995 I,910.6
April B e e e e 1,144.6 772.4 1,917.0 1321 243 1564 1,276.7 796.7 2,073.4
May e 1,137.1  817.8 2,054.9 1085 2o 1286 11,2456 3379 21835
June e e e e e e e e e 1,057.6 840.4 1,898.0 870 218 108.8 1,144.6 862.2 ° 2,006.8
July B e e e e e e e 973.0 S25.x 1,798  49.3 132 625 10223 8383 1,800.6
August B e e e e e e e e 1,052.1 803.7 1,860.8 45.1 14.9 Go.o 1,097.2 823.6 1,920.8
September Boue e v e e e 1,233.6 0361 2,169.7 400 I4.4 54.4 1,273.6 950.5 2,224.1
Reichsmark (000,000's omitted)

October I924: v o v v oa e e e s 2,339.7 334 2,373.1
November P ow e e h e e e e e 2,290.2 18.6 2,308.8
December P e e e e e e 2,051.4 ) 17.0 2,068.4

It will be noted that the rentenmark credits granted by the Reichsbank very much exceeded the
loan of 8oo million in rentenmark notes received from the Rentenbank, which was used almost exclusively
for the discounting of agricultural bills subsequently handed over to the Rentenbank in repayment
of the loan. The Reichsbank’s own rentenmark credits were extended to industry and trade, and more
especially to undertakings working” for export, as were also the credits in paper mark.

In March 1924 the rapid increase in the credits granted and especially the rentenmark discounts
became alarming. The fall in the value of the mark abroad was taken as a sign of a new inflation,
and in April the Reichsbank began to restrict credits. The effect of this policy on the exchange market
has been mentioned in a preceding section. The credit restrictions had also. a marked effect on prices,
as the hoarded goods were forced on to the market. 'In the summer the Reichsbank was again able to
loosen the restrictions and as a special facility to the export trade the rate of discount of the Gold Discount
Bank was lowered from 10 to 8 %, The Reichsbank rate, which had remained at 1o % since the middle
of November 1923, was lowered to 9 % at the end of February 1925,

By paragraph 21 of the Bank Act the Bank is authorised:

to discount, buy and sell bills of exchange, with a currency of less than three months,
and cheques bearing at least three names of known solvency. The.requirements of the third
signature may be dispensed with provided satisfactory collateral is substituted; but such bills
must not exceed one-third of the total bills held. All bills shall relate to bona-fide commercial
transactions or to goods;
. to grant interest-bearing loans for not more than three months against collateral (Lombard)
of :
Gold and silver;
Certain specially defined stocks and debentures;
Bearer obligations of the Reich, a German Land, or a domestic communal corporation, or
obligations guaranteed by the Reich or a Land, up to 75 % of their market value.
The maturity of these obligations must not exceed one year and the loans guaranteed
by them may be granted to banks of known solvency only;
Interest-bearing bearer obligations of foreign States and State-guaranteed railway debentures
__up to 50 % of their market value;
Bills of exchange with a discount of at least 5 %;
Merchandise stored in Germany up to two-thirds of their value.

) The Bank may, with special authorisation of the General Council, take as collateral long-term obliga-
tions of the Reich for loans maturing in not more than three months if, in addition to the collateral, two
guarantors are found, one to be a bank carrying on business in Germany; but such loans secured by long-

term Government obligations must not exceed the paid-up capital and the reserve fund of the Bank.
No such advances were outstanding at the end of 1924. )
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Girculation of notes qmi’ cotns.

Accordi.ng to the pre-war regulations concerning the note issue of the Reichsbank, at least one-third
of the notes in circulation had to be covered by a reserve consisting of:

() “ Current” German coins (not only gold coins but also token money);

- (b) Gold in bullion and foreign gold coins;

(¢} Treasury notes (Reichskassenschetne),

The portion of the note circulation not so covered had to be fully covered by first-class commercial
bills. On the other hand, if the portion of the note circulation which was not covered by the above
enumerated assets and by notes of other banks exceeded 550 (at end of a quarter 750) million mark,
the bank had to pay a tax to the Government on the excess amount,

- After the outbreak of war, the Bank Act was amended in such 2 way as to admit Loan Bureau notes
(Darlelmskassenscheine) as “ metallic ”’ cover and Treasury bills as supplementary cover for the note
circulation. Moreover, the tax on the note circulation was abolished. On May gth, 1921, the regulation
that at least one-third of the note circulation had to be fully covered by gold, current German coin,
Treasury notes and Loan Bureau notes was likewise suspended.

Finally, from November 1st, 1923, the Reichsbank was authorised to include as cover its holdings
of Rentenbank notes and pledged bills. The legal limits to the quantity of notes which the private
banks of issue had the right to put into circulation were likewise modified from time to time since July
1921l .

In order to arrive at the net circulation shown in Table III (Vol. 1), the amounts of other currencies
held by the Reichsbank as cover for its own notes Lave been deducted. These holdings are shown in
group II of Table 10 and were composed as follows:

Mark (000,000's omitted).

1913 1918 1919 1920 1921 1922 1923
Loan Burcau notes . — 5,263.3 '10,993.3 23,372.4 0,863.4 238,472.6 g
Treasury notes . . 46.2 2.9 31.9 44.- 100.2 8.5 9:304,200,000,000
Notes of other banks 12.8 2.9 2.- - I.6 2.1 10.4 - 33,000,000,000
Rentenmark notes . — —_— —_ — — —  192,928,100,000,000

59.~ 5,269.T 11,027.2 '23,418.3 6,965.7 238,491.5 202,265,300,000,000

The figures in billionmark aud reichsmark given for the end of 1923 and the various quarters
of 1924 were composed as follows:

{000,000’s omitled).

Endof Dec. March June Sept. Dec.

1923 1924 1924 1924 1924 .

Rentenbank notes . . . . . . . . 192.9 " 225.4 278.2 222.5 I45.1 -
Loain Bureau notes . . . . . . . 9.3 4.1 0.7 0.3 0.2
Notes of other banks . . . . . . —_ —_— — — 7.7
Total . . 202.2 229.5 278.9  .222.8 153.0

Almost all the Loan Bureau notes issued have been held by the Reichsbank. At the end of 1923 _
both these notes and the Treasury notes disappeared entirely from the effective circulatl_on.

The circulation figures given in Table III (Vol. I) do not present a completely exact picture of_ the
currency situation in Germany up to the provisional currency reform in November 1923. In addlt'xon
to the notes of the Reichsbank and private banks of issue and Reichs- and Darlehnskassenscheine,
there have been in circulation since the beginning of the war varying quantities of emergency currency.
This emergency currency increased considerably during the second half of 1922 subsequent to the law
of July x7th, which enforced the withdrawal within a period of three months of all existing emergency

1 For details see Memorandim on Currency, 1913-1923, page 105.
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currency and empowered the Minister of Finance or his nominee, in conjunction with the local authorities,
to grant special permits for the printing and issue of such currency in the future. Permits were given
not only to municipalities but also to private firms. :

In addition to this local currency, iron, zinc, copper and aluminium coins were put into circulation

in 1916 and subsequent years, in part to repl

ace the silver currency which gradually disappeared from

circulation and was finally demonetised on April x3th, 1920. The two-mark pieces had already been
demonetised on July 12th, 1917, and the 25-pfennig nickel pieces in 1918. All metal coins, however,
disappeared from circulation during the second half of 192z. The amount of coins retained in circulation
in 1913 and at the end of the subsequent years up to 1922 has been officially estimated as shown on the

opposite page.

MONETARY CIRCULATION

(1N MILLIONS

i

OF

1923
IssuEs
Oct. 31 Nov. 30 Dec. 31 Jan. 31 Feb. 29 | March 31 | April 30
I. Paper Mark1:
Re'ichsbank notes . . . . . . 144.6 400,2 496.5 483.6 587.9 689.9 777 .0
Private bank notes 0.4 0.1 0.1 0.1 0.0 0.0 0.0
Railway emergency money 25.7 114.8 109.0 64.6 5I.X 26.6 8.0
Other legal emergency money. 5.5 3.4 2.3 1.9 1.4 1.0 0.6
Total 1 176.2 518.5 607.9 550.2 640.4 717.5 785.6
II. Fixed value currencies :

Rentenmark 2 ....... — 598.2 | 1,049.1 || 1,196.3 | 1,563.8 | 1,760.3 | 1,708.8
Gol'd loan scrip® . . . . . . 78.0 216.4 240.0 240.0 207.9 |7 146.6 I11.0
Railway emergency currency . —_ ~35.4 14X.9 144.2 144.2 123.6 93.2

Emergency currency covered
by goldloan scrip . . . . . 46.1 216.2 234.7 146.0 71.4 50.4 41.4
Total 11 124.1 | 1,066.2 | 1,665.7 || 1,726.5 | 1,087.3 | 2,080.9 | 1,954.4
Total I and 1T 300.3 | 1,584.7 | 2,273.6 || 2,276.7 z,627.§ 2,798.4 | 2,740.0
ML Coin . . v v v vw o v n . . — — — 1.0 5.8| 25.9| 85.2
GranD TotaL. 300.3 | 1,584.7 | 2,273.6 || 2,277.7 | 2.633.5 | 2,824.3 | 2,825.2
Circulation in 1913 (6,070) == 100 4.95 26.1r1 3}. 46 37.52 43.39 46.53] 46%54

! Circulation figures up to cod of

* Excluding amounts deposited at the Reichsbank.

 Small denominations.

September 1924 coanverted at the Berlin clol}ar rate on the date of the statefnent.
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GOLD MARK)

Average of 1913

End of

»
»

1914

1915 . . .
1916
According to an estimate by the Reichsbank, the unsanctioned emergency currency not included
in Table III (Vol. I) amounted at the end of 1923 to 400-500 trillion (18 zeros omitted) mark, presum-
ably including about 180 trillion issued in the occupied districts.
Before November 1923 certain fixed-value currencies (wertbestindiges Geld) had been issued in the
form of Government gold loan scrip of small denominations, and emergency currency covered by gold
loan scrip.t Such currency, however, was not accepted by the Reichsbank. The total monetary
circulation in termis of gold marks since the end of October 1923 has been as follows:

GERMANY

-Mark (000,000’s omiited).

3,700 Endof 1gry . . ... 210
2,840 »o 1918 .. ... 170
1,690 CI (1) (¢ T 110

880 » o Ig2T . . . . . 470

77

1924 1925
May 31 | Jume 30 | July 31 Aug. 31 | Sept. 30 Oct. 31 Nov. 30 Dec. 31 Jan. 31 JF:bfz—S March 31
92679 | 1,097.3 | 1,211.0 | 1,391.9 | 1,520.5 | 1,780.9 | 1,863.2 | 1,941.4 |} 1,901.3 | 2,106.2 | 2,308.0
© 0.0 0.0 0.0 0.0 0.0 2.6 58.1 114.4 I32.1 140.6 I41.4
3-5 — _ - - - - — - - —_
0.6 — — — _ —_— — — — — —
931.0 | 1,097.3 | I,2I11.0 | I,39X.9 | X,520.5 | 1,783.5 | 1,921.3 | 2,055.8 || 2,033.4 | 2,246.8 | 2,449.4
I,728 .5 1,771.6 1,803-. 4| 1,832.4 | 1,853.x | 1,715.1 | 1,677.4 | 1,835.1 1,780.4 | 1,736.1 | 1,611.2
24.0 — — — — — — —_ —_ — —
70.6 55.5 _
h 38.1 19.9 7.2 —_ — — — —_ —
25.0 9.5 '
1,848.x | 1,836.6 | 1,841.5 | 1,852.3 | 1,860.3 | 1,715.1 | 1.677.4 | 1,835.1 || 1,780.4 | 1,736.1 | 1,611.2
e |\
2,779.1 | 2,933.9 | 3,052.5 | 3,244.2 | 3,380.8.| 3,498.6 | 3,508.7 | 3.890.9 || 3,813.8 | 3,982.9 | 4,050.6
, 138.5 194.7 247.2 290.5 326.8 327.8 356.8 383.0 395.7 407.7 418.0
\
2,917.6 | 3,128.6 | 3,299.7 | 3.534-7 | 3,707-6 | 3.826.4 | 3,955.5 | 4.273-9 || 4.209.5 | 4.390.6 | 4,478.6
43.07 5I.54 54.36 58.23 6r.08 63.04 65.16 '70.41 69.35 72.33 73.78

1 For further details see Memorandum on Currency, 1913—-1923, page 108.
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The various forms of emergency currency .
the time of the Reichsbank re-organisation all fixed-value emergency no

L"c‘l'}‘a}~1;oai.tem})t to introduce a gold currency simultaneously th}} the lcntenmiu'k embodied in .the
decree of November 1st, 1923, under which the Reichsbank and the private banks of issue were authorised

i i o ; X d gold or gold exchange
to issue gold mark notes (against a 33 % cover in gold or gold exchange), an 1

certiﬁcat%;:s)1 did not becon(le of practical importance, as no such notes or certificates were issued. Pend-
ing the final currency reform the Reichsbank continued to issue paper m.ark notes, the bl'lllonmal:k,
equivalent to the gold mark on the domestic market, being in practice considered as the transitory unit.

Currency legislation of 1924. o .

The new currency regulations which came into force in connection with the re-organisation of the
Reichsbank is contained in the Bank Act, the Private Note Bank Act and the Coinage Act, which are
all dated Aungust 30th, 1924. o .

The Reichsbank has the exclusive right for 50 years to issue bank notes which with gold coins are
unlimited legal tender. The note-issue rights of the four so-called Private Banks of Issue — the Bayrische
Notenbank (Miinchen), the Sichsische Bank (Dresden), the Wiirtembergische Notenbank (Stuttgart)
and the Badische Bank (Karlsruhe) — remain unaffected, but the Government has the right to withdraw
these rights without compensation at the earliest on January 1st, 1935, subject to one year’s notice,
or to prolong them for ten-ycarly periods. The notes of these banks are only to be in denominations of
50 or 100 reichsmark or a multiple thereof, whereas the Reichsbank notes may be made out in denomina-
tions down to 1o reichsmark and, subject to the consent of the Government, even less. The aggregate
note issue of the private issue banks must not exceed 194 million reichsmark, or 70 million each for the
Bayrische Notenbank and the Séchsische Bank and 27 million each for the Wiirtembergische Notenbank
and the Badische Bank. Morcover, pending the liquidation of the Rentenbank, the private bank note
circulation must not exceed 8.5 % of the average circulation of Reichsbank notes during the last quarter.

The private bank notes are not legal tender; but they are accepted in payment to their full value
at the Reichsbank in Berlin and a number of its branches. As long as compulsory redemption in gold
or foreign exchange or notes remains suspended, the Private Issue Banks must redeem their notes on
demand in Reichsbank notes. The provisions of the Private Note Bank Act in regard to gold and
exchange cover for notes and deposits, redemption of the new notes, value and withdrawal of the old
not;asl;1 etc., are the same as those laid down in the Bank Act, paragraphs 28, 29 and 35 of which read
as follows: .

ere wradually withdrawn in the course of 1924, and by
N Brdovalue tes had disappeared, from

. § 28,
The Bank is compelled to keep at all times in respect of its notes in circulation: ‘
b (a)ldA cover of at least 4o per cent in gold or ** devisen ” (gold cover), of which not less than three-quarters shall
e in gold.
The expression *‘gold”, within the meaning of this direction, connotes bar i
) : , gold as well as German or {oreign gold
;:aom; (wthe;l poux}tc! fmc. l;emg c?lculated at 1,392 reichsmark) in so far as such gold is in the possession of any ofﬁcg ofgthe
. ‘ . . : 4
R:?ch :‘: an:fom ed with any foreign central Note Issuing Bank in a manner to be at all times at the free disposal of the
* Devisen ” are banknotes, or bills of exchange having not more than 1 '
: » 4 days to run and cheques and claims due
ifrom day to day payable in foreign currency by a bank o; known solv i i i
(2.0
be taken at their gold value for the time being; v i1 forelgn financial centres.  They are to
(b) For the remaining amount discounted bills of excha islyi i i i
paragraph 21, [See page 74 boue] ange or cheques satisfying the requirements specified in
- § 29.

toin § 28 under (a) may be reduced on the )
n proposal of the Manag-
ch a resolution of the General Council requires unaninity excegt

. In exceptional circumstances the cover referred
ing Board by a resolution of the General Council; su
as {o one vote,
In the case of such a reduction of the cover extendi
e of | ending over more than on
to pay to t.he Reich, in respect of the amount by which the prescribed cover of i
computed in accordance with the following directions: - ’ *

“Bank return week”, the Bank has -
% falls short, a percentual note tax

In the case of a cover between 37 and 40 % — 3 % per annum
i AR o2 35 % 37% — 5% »
. 2 » 1 9
In the case of a cover less than 33 1 p SIS Ml % .
! 33, %—8% per annum, with iti
of each one per cent by which the percentage of theo reserve falls s‘xrllxortu(l): ;gdlr?’/n of one per cont:per aunum in Fonpect
o+

The rate of discount must, in any case in which the over during a ank Urn wi ? eriod
2 y case 1l 1 C .
/ / g B: return week” or dl-lﬂllg a longer P

1 i 8- o
For further details see Memoraﬂdum on Central lianks, 1913 and 1918~1923 Ppages 197198
» 93,
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\Vhet{e\'ef a Note Tax is pftyfxble, the rate of discount shall be raised by at least one-third of the percentage of
the tax which is p.a.ya:ble, and th1.s increase shall bo in addition to the increase of the said rate of discount required {or
the purpose of satis{ying the requirements of the third paragraph of this section.

_The above rules apply also to the old Reichsbank notes as long as they have not been withdrawn,
a billion mark of these notes being decreed equal to one Reichsmark.

§ 35-

In addition to fihe _cover of its Note issue as provided for in §28, the Bank shall at all times hold assets in the
form of demand deposx.ts in Germany and abroad, cheques on other Banks, bills of exchange running for a period of not
more than 30 days, or in loans payable from day to day representing a total amount of not less than 40 % of the Bank's
deposit liabilities, other than referred to in § 26,

Paragrap_h 26, which deals with the. Reparation account with the Bank excepted from the above
cover regulations, reads as follows: .

A separate account will be kept at the Reichsbank for the Reparation payments to be made to the Bank. The
relations between the authorised representatives of the Reparation Commission in its capacity of a creditor of the amount
standing to its credit of the one part and the Bank of the other part, are merely those existing between a Bank and its

customers. '
The amount standing to the credit of the Reparation Commission shall not, without the Bank's consent, exceed

the amount of 2 milliard Reichsmark.

This account is not shown separately in the balance sheets of the Bank but is included under “ sundry -
liabilities ”. ' i

The Reichsbank is under obligation to buy all bar gold offered to it at the fixed rate of 1,392 Reichs-
mark for one pound fine in exchange for its notes. ’

The Reichsmark notes will be redeemable, at the Bank’s option, in:

() German gold coins at their par value;

(2) gold bars in pieces of not less than 1,000 Reichsmark and not more than 33,000 Reichsmark
at their value in pure gold;

(3) cheques or orders to pay in foreign currency equivalent in value to the market value of the
currency concerned as expressed in gold. The Reichsbank may in such a case charge a com-
mission, which may not, however, exceed the amount representing the share of the amount
paid in the course of transmission of large sums of gold to the place of business of the foreign
bank concerned, together with interest.

The date when the compulsory redemption of the notes according to the above rules will come into
effect is to be determined by the Government after concurrent resolutions of the Managing Board and
the General Council of the Reichsbank. :

According to § 3 of the Bank Act the Reichsbank had to call in its old notes and exchange
them against Reichsmark notes, 1 billion- mark of the old issues to be replaced by 1 Reichsmark. By an
announcement of March 5th, 1925, the Reichsbank called in all notes issued before October r1th, 1924.
They were to remain legal tender up to June s5th, 1923, and to be accepted in payment or exchanged
for legal tender at all offices of the Reichsbank up to July 5th, 1g25. After that date the old mark notes
will no longer be valid or accepted by the Reichsbank. A

The German currency unit under the Coinage Act is the Reichsmark subdivisible into 100 Reichs-
pfennig. The denominations are for the gold coins: 20 and 10 Reichsmark; for the silver coins: from
1 to 5 Reichsmark; and for the copper and nickel coins: 1, 2, 5, 10 and 50 pfennig.

From 1 kilogram of fine gold shall be struck 139 1 coins of 20 Reichsmark and 279 coins of 10 Reichs-
mark. The standard of fineness shall be goo parts gold to 100 parts copper, asunder the oldlaw. Until
further notice the old gold coins shall be legal currency. The same applies to the old silver coins struck
in pursuance of the “ Act concerning the Coining of Reich Silver Coins ” of March 20th, 1924, as well
as to the “ Renlen ” coins of pfennig denominations struck under the Decree of November 8th, 1923,
and the old copper coins. As mentioned in a preceding section, the old silver coins had been demonetised.
The silver coins.of 1924 referred to above are in denominations of x and 3 mark and consist of 500 parts
silver and 500 parts copper.

The circulation of token money struck since the end of 1923 is shown at the bottom of the detailed
circulation table on pages #6 and %7 above. The aggregate value of the coins in denominations of 5
mark and less must not exceed 20 Reichsmark per head of the population. Silver coins are legal tender
for payments up to 20 Reichsmark and the Reichspfennig, Rentenpfennig and old pfennig coins for
payments up to 5 Reichsmark. -

The coins of nickel, aluminium, iron and zinc minted by virtue of former Acts are demonetised
and no longer valid as legal tender. Gold coins will not be put into circulation for the time being.
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Table 11.
GREECE
NATIONAL
Position in Drachmai
ACCOUNTS
1913 1918 I919
ASSETS.
1. Metallic Reserveat home . . . . . . . 26.8 54.3 57.0
(@ Gold . . .. .......... 25.0 53.1 55.7
(¢) Silver and Token coins . . . . . . 1.8 1.2 1.3
II. Other items of a Reserve or Cash nature . 6.0 7.2 9.1
III. Assets in and Claims on Foreign Countries 227.3 | I,549.I | 1,371.8
{4) Gold Deposits abroad . . . . . . — — —
(8) Book Balances and Credits abroad . 227.3 | 1,549.1 | 1,371.8
IV. Commercial Bills . . . .. .. .. .. 315 35.8 64.4
(@ Inland . . ... ........ 3L5 35.8 64.4
() Foreign . ........... — — -

V. Securities and Investments-

....... 132.9 215.3 187.9
(@) Government

.......... 122,0 202,9 179.7
(6) Other, . . . . ... . ... .. 10.9 12.4 8.2
VI. Loans and Advances . . . . . .. ... 236.8 438.x 754.6
(a) tothe Government . . . . . . . 73.8 181,0 4821

() on Government securities ..
{¢) Other 1630 257.1 272.5

VII. Sundries (including Premises, etc.) . I5.I 57.1 187.5

VIII. Total Assets

.............. 676.4 | 2,356.9 | 2,632.3
LiaBILiTiES,

IX. Capital . ... ..., ... .. ... 20.0 20.0 20.0

X. ReserveFunds . . .., ..., . . . . 13.5 34.6 35.5

XI. Profit and Loss and Dividends Accounts . | 2.3 4.4 4.3

XIL Notes in circulation . . . , , . . . . . | 234.5 | 1,257.8 | 1,375.3

XIII. Post Bills, Cheques, etc., in circulation . . 4.3 25.9 30.2

XIV. Current Accounts . . . ..., . .. . 733 | 4433 | 3588

() Government . ., ... .. . 2.4 163.3 65.6

()) Other. . ... .. . . . . 709 | 2800 293.2

XV. Other Deposits . . . . .., . .. . . 2006.2 376.0 514.2

(@) Govemment . ... . 3 6:5 36,7 6o.0

() Other. . .. .. .. | 190.7 339.3 454.2

XVI. Sundries {(including Pension Funds) . . . I22.3 194.9 294.0

XVIL Total Liabilities

............ | 676.4 | 23569 | 2,632.3
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_ Table 11.
GREECE
BANK OF GREECE
(000,000’s omitted) at the end of
190 1921 1922 1923 March June Sept, Dec.

1924 1924 1924 1924

56.7 56.4 3T.4 379 388 39-4 39.8 39.8
55.8 55.8 30,8 37.2 —_ — — —
0.9 0,6 . 0.6 o7l — — —_ —
18.0 8.8 36.0 37.1 14.7 31X 8.3 19.4
256.7 190.7 198.4 877.6 864.6 | 1,480.5 | 1,444.2 817.7 .
— — 25,0 25,0 25.0 25.0 25.0 25.0
256,7 190,7 173.4 852.6 839.6 | 1,464,5 | I1,419.2 792.7
135.8 137.8 263.9 354.6 439.6 583.5 738.9 041.2
135.8 137.8 263.9 354.6 439.6 583.5 738.9 941.2 .

2111 237.5 377 357.1 358.1 335.I 328.4 958.0
202,3 227.0 364.1 . 330.4 326,5 301.3 |. 292,0 926.1
8.8 10,5 13.0 26,7 31,6 33.8 36.4 31.9
2,620.8 | 3,763.1 | 5,164.4 | 6,409.7 | 6,191.1 | 6,042.7 6,464.5 5,181.8
2,218.3 3,321.2 4,3635.8 5,617.9 5,425.2 5,285.1 5,474.8 4,881.4
402,5 441.9 798.6 791.8 765.9 757.6 989.7 1,300.4

2341 | 3372 | 4438 | 0088 | 13333 | 20040 | T799.x |  1,667.9
35332 | 47315 | 6,515.0 | 9,072.8 || 9,241.2 | 10,5253 | 10,823.2 | 10,6258

20.0 20.0 20.0 20.0 20.0 20.0 20,0 20.0
50.0 135.0 220.0 250.0 250.0 265.0 265.0 280.0
6.1 2.8 121 | 158 4.4 17.2 4.1 20.4
1,508.3 | 2,161.2 | 3,149.4 | 4,081.2 {| 4,700.5 | 4.542.3 4,653.8 4,865.9
I51.9 08.5 68.2 77.0 I3I.2 128.6 1434 91.8
551.8 671.1 957.8 | 1,373.2 || 1,234.1 [ 17425 1,902.6 1,668.5
63.8 45.7 - - - — - -
4880 625.4 ~— — — — — —
821.0 | 1,223.3 | 1,35T.4 | 1,304.3 || T.5621 | Ly27.5 | 16828 | 17944
96.5 118,7 157.8 175.0 3110 441.1 412,13 515.8
724,5 | 1,104.6 | 1,193.6 | 1,219.3 [ I,25LT 1,286.4 | 1,270.7 1,278.6

4241 | 4146 #36.x | 1,261.3 (| 1,3388 | 2,082.2 | 2,I51.5 1,884.8
“3»533-2 4,731.5 | 6,515.0 | 9,072.8 | 9,241.2 10,525.3 | 10,823.2 | 10,625.8
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: NoTES.
Melallic and Joreign exchange reserves:

osits abroad were made in September 1922, when 25 million gold draghmal from the
Natiz:eﬁ g];):]a.(llﬂgzpreserve were transferred to the Bank of England to guarantee czfrta'm a(flvzmcesd for
financing the imports of cereals, etc. Even before the war, however, the gold reserve mclls c;) secon .ar%
importance as compared with the foreign exchange reserve of the Bank, which forme }t1 c p}-n?mpa
basis for the note issue regulated by the Law GXMB'of 1910. The legal division ofdt ef eli\c 1a.nge
holdings shown in group III (&) of Table 11 above and in Table V (Vol. I) were composed as lotlows:
: Drachmai (000,000s omilled). ]
March Jume Sept. Dee. March June Sept, Dec,
End of 1913 1918 1919 1920 I92r 1922 1923 1923 1923 1923 1934 1924 1924 1924
Foreign Exchange (bills,
balances and credits):

the freedisposal of

) 3:2 National ]I;ank . 722 481~ 279.8 256.7 190.7 173.4 269.9 183.1 160.6 152.7 I44.1 161.8 139.X 76.3
(b) Acquired under Law .

GXMB of 1910 . . . I55I Lo68r rog2 — — ~— — — — — =~ — — —
(¢) Bought for the ac-

count of the Govern-

ment, under the Law - .

of April 23rd, 1923 . — —_ — e e — = 126.3 18.7 699.9 695.5 I,302.7 1,280.1 716.4

Total . 227.3 1,549.1 1,371.8 256.7 190.7 173.4 269.9 309.4 179.3 852.6 839.6 1,464.5 1,419.2 792.7

The exchange holdings shown under (a) in the above statement, which are not subjected to any
special regulations and do not form part of the legal note cover, consisted in 1918 and 1920 mainly of
claims on the Treasuries of the Allied Powers. These claims, however, were met in the course of 1920,
so that since the end of that year the figures given represent only balances with foreign banks including
small fractions of foreign bills and time deposits.

The exchange reserve held under the Law GXMB of 1910 and shown under () in the preceding
statement was composed as follows:

Drachmnai {000,000's omilted).

. End of 1013 1918 1919
Disposable balances with banks . . . . . . . 155.1 - 218.- —
Greek Government’s credits with the Treasuries ' .
of the Allied Powers . . . . . . . . . .. — 850.1 967.9
Advances to the French armies in Macedonia . — - I24.1
155.1 1,068.1 1,092.~

The balance of 218 million drachmai disposablé with foreign banks at the end of 1918 was used
up in 1919 on account of the deficit in the trade balance. There were, in addition, 102 million drachmai
blocked since the war with certain German and Austrian banks, which credits, as théy were not dispos-
able, have been included in other groups of Table 1x1. The history of the Allied credits, granted
to the Greek Government through the intermediary of the National Bank, and of the claims arising from
the advances to the French armies in Macedonia, is given in detail on pages 207 and 208 of the Memo-
randum on Ceniral Banks, 1913 and 1918~1923. For political reasons, these credits were stopped by the
end of 1920 and have since then not been disposable. The notes issued against them have, therefore,
as legal backing a claim on the Greek Government corresponding to the stopped credits. In the State
budget these credits are treated as a Government debt to the Bank, and in Table 11 they have been included-

1 Seventy-three million drachmai of this amount, representing an advance to the Greek‘Gov‘ernment. from a
.German bank through the intermediary of the National Bank, have been included under the. Government advances
in the table, whereas the remaining 29 millions have been carried to the sundry assets in group VII,
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since the_a'bove date under the advances to the Government in Group VI (2) This also applies to the
claims arising from the advances granted on the basis of an Agreement of May 12th, 1919, to provide for
the local expenses of the French armies in Macedonia, which advances have remained in suspense since
the same date.

The Law GXMB -of 1910 is thus inoperative. By a Decree of April 23rd, 1923, however, a new
arrangement was made on the same lines as those laid down in that law. This decree authorises the
National Bank to issue notes for purchase of foreign exchange for the account of the Government. As
the exchange thus bought is utilised, the Bank must withdraw a proportionate quantity of notes from
circulation. The exchange bought under this decree constitutes the third item in the above statement
showing the composition of the exchange reserve as given in Table V (Vol. I) and Group III (3) of Table 1x2.
The increase in these exchange holdings in the last months of 1923 and up to the middle of 1924 was due
in part to certain advances granted by the Bank of England in anticipation of the Refugee Settlement
Loan, to a doubling of the emigrants’ remittances, especially from America, and to the partial release
of private exchange hoardings induced by the temporary improvement in the drachma exchange. (See
Table I: Vol. I.) The decrease in the exchange reserve in the second half and more especially in the last
quarter of 1924 reflects in the main the endeavours of the National Bank and of the Government to main-
tain the exchange, which then showed an adverse tendency. Under the exchange regulations which were
still in force in the first half-year of 1923, 15 % of all exchange derived from transactions with foreign
countries had to be ceded to the State, which endeavours to control the exchange market through the
intermediary of the National Bank. The Refugee Settlement loan of 1o million pounds was finally
raised under the auspices of the League of Nations in January 1923,

Indebledness of the Government to the Ceniral Bank.

The State debt to the National Bank, 7.c., the total of the items V (a) and VI (a) of Table 11 above,,
was composed as follows on the various dates given in the table:

Drachmai (000,000's omilled.)
. March June Sept. Dec,
End of 1913 1918 1919 1920 1921 1922 1923 1924 1924 1974 1924
1. Loan to the State
against forced cur-
rency (1898) . .. 618 529 509 48.9 46.9 449 42.9 42.9 42.9 42.9 4L~
. State Loan Bonds . Go.z I50— 1288 153.4 180r 319.2 2875 2836 2584 2491  88s.x

n

Total securities. . ZIz2.~ 202.9 I79.7 2023 227~ 364X 3304 3265 30I.3  293.- 926.1

. “Provisional Loans” .

to the State. . . . 73.8 55— 3506 967~ I,540.8 1,286.4 I,456.7 1,387.7 1,358.8 1,3508 395.8
. Loans to the State. — - —  550=~ 1,700~ 2,409— 2,327.3 2327~ 2327~ 26313
. Government debt on

account of foreign

credits < o o v 4 — 93~ 73~ Bor3 8or.3 8or.3 8or.3 8or3 8or.3 8013 8or.3
6. Advances to the :

French armies in

Macedonia .+ . . . —_ —_— — 267~ 267~ 309.5 3095 3095 30953 3093 309.5
7. Advances to the Go- .

vernment for Re-

TR TR - - - = = = 26 mz 309
8. Advances to the Mi-
nistry of Food, the
Treasury, and the
Administration of

Tr: b ial
pui;ils’eost.ofs?e?w: — 53— 585 183~  162.1 268.6 641.4 6004 4859 462~ 4424

d
Toatgia?::ss M )38 181 4821 22183 3322 43658 5617.9 54352 59851 54748 48814

Total State in- :
°§2bte;:.;s 'x . 1958 3830 6618 24206 35482 47299 5.948.3 57517 5.586.4 57668 5.807.5

e w

0] . ”n
1 See statement on “Government debt on account of foreign credits. )
- I: (:na; be observed that, although this item was included under the advances to the Government in Group VI (a)

of the table as given.in the Memorandim on Ceniral Bauks 1913 and 1918-1923, the exchange bought was added
to the exchange reserve of the Bank in all calculations of exchange cover for notes and sight liabilities, etc.
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he'l inst forced currency e t against the old fiduciary note issue of
The loan agat

deb
presents the State S la te lssuc
¥ According to the provisions of this law,
i ity wi f February 26th, 1893. rding ; '
the Bank in conformity with e, T8 ® isation by z million drachmai. With the consent
i jon is subject to a regular amortisal Y 2 i ! A
t}fletf ti}t:tg:::tign?lleli:far;gal Cgmmission, established in gonnectlon with the tlﬁtegvltitztﬁzx; ];):e;h:e ((1;1:::5
‘lj’oweis in the Greco-Turkish conflict in 1898, this amortisation may cease when the de

to 40 million drachmai.

The remaining loans and advances to the Gov

rarving terms. The provisional loans were generally ; ; C u : {
f:a;sa(ri}tl?f 4ein the abové) statement), for the greater part of which certain uniform conditions, implying

1
e arstion b 3% pa e o December Tt Lo, W 0B O A
5 ilti rachmai gran é d 1 1920 . .,
ﬁtltz?litgrfnjias? lﬁ\\'eggr, governedglgy special provisions, this loan being secux:ed by the yxle)ld of % capital
levy simultaneously imposed on personal property and.real estaTte possessed in G(rleece c{m 1:ecen:. (;rl l3I]s)t,
1922. The proceeds of this levy are to be deposited with the National Bank an used automatically by
it for the redemption of this part of the State debt, the surplus, if any, to be used for the repaymept of
previous loans, For every portion. of the debt thus redeemed, an equal amount of banknotes is to
be withdrawn from circulation. )

On October 16th, 1924, a Convention was concluded between the Government and the National
Bank, under which “provisional loans” to an amount of about 650 million drachmai were converted
into a funded debt, the bonds of which are held by the National Bank and included in item (2) in the
above statement. This loan is subject to interest at 6 %, per annum and is to be paid off in 20 years,
an arrangement for a regular sinking fund having been made. The sinking fund will be created by the
surplus on the revenues placed under the control of the International Financial Commission under the
Loan Protocol of Geneva after deduction of the sums required for the service of the Refugee Loan and
by the Government’s share in the Bank’s profits. Another portion of the  provisional loans” was con-
verted into “loans to the State” (item 4 in the above statement), which — with the exception of the
outstanding balance of the loan of 750 millions already mentioned — in theory are subject to a regular
amortisation of 3 9, per annum, although the application of that provision has been postponed for the
time being.

The Bank’s claims on the Government on account of the notes issued under the Law GXMB o
1910 against German, French, British, American and Russian Government credits not actually disposable

as well as against uncompensated advances to the French armies in Macedonia, have already been explained
above on page 82 and in the footnote.

The advances to the Government for redemption of Treasury bills represent the only new indebted-
ness to the National Bank incurred by the Statc in 1924. Treasury bills called National Defence bills
have been sold by the National Bank for the account of the Government under the Laws of April 4th,
1918, and May 3.ot‘r3,.1919. As an additional guarantee, these bills are accepted by the Bank, which thereby
has incurred 2 liability to redeem them in notes if they are not rencwed on maturity, as well as to discount
t?exp if presented before maturity. The Treasury bills thus accepted and put into circulation by the
National Bank are in the present memorandum included under the sundry liabilities in group XVI of
’é"a}:lc? 11, whereas a correspopdmg amount of State bonds handed over to the Bank as cover for these
p }11]es sz l_ixllccllluczle(tl) under the sndry assets in group VII of the table. By a Law of December 10th, 1922,
o 'theabillsc:ﬁuiwil:ildthe right, in case Treasury bills. were presented for pajrment, to issue
e he bl Ppald a corresponding amount of notes independent of the ordinary limits fixed for

Until June 14th, 1924, when the amount of T i i i i
lion drachmai), the system of issuc of such bills worr(icaes(ll1 ooty rached its maximum S S

. ’ L smoothly. Since then no new i be
g!]id*;e::talt)ﬂi; :oNtht? v:]lu]g; of '300.9 million .dra_c.hmai were presented during the lasfsgii:s :lna:;ih:‘z}
Govormens D thean:k\ ank' for redemption in notes and a éorresponding indebtedness of the
been deducted from the St:taés bgrft?:ii def‘:uﬁ‘{‘o‘mt equal to the Treasury bills redeemed has therefore
under VI (@) in Table 11. >t dry assets and included as an advance to the Government

ernment and other State institutions were granted
subject to a higher interest than the other

—_————
1F Fai e y. -102
For further details, see Menso; andum on Central Banks, 1913 and rg18-19 3
s 3 a 23, page 210,
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As these redemptions continued in the carly months of 1925 the position became alarming, and on
April 12th a law was passed providing for certain protective measures. By this law all direct and indirect
taxes and all other State revenues which had been increased by 10 % to provide a sinking fund for the
forced loan of 1,600,000 million drachmai of 19221, 7.e., practically all State revenues, were increased
by a further 10 %. - The proceeds from this 20 %, augmentation of the taxation are to be deposited on
a special account with the National Bank. The surplus of the sums thus deposited, after deduction
of the amounts required for the service of the forced loan, is to be used for the purpose of reducing the
Government floating debt to the Bank resulting from the payment of Treasury bills fallen due, as well
as the loans to the State shown as the fourth itemin the detailed statement above, with the exception
of the 750 million loan of March 3rd, 1923. The conditions as to repayment, etc., of the State floating
debt to the National Bank are to be determined afresh each year by agreement between the Minister of
Finance and the Bank.

By the same law, the maximum limit for the issue of National Defence bills was fixed at 1,700 million
drachmai, corresponding to the amount then in circulation. In casc of repayments of such bills, the
maximum limit may be reduced by an amount corresponding to the bills repaid. Morcover, the right
of the Bank to issue additional notes for the purpose of redeeming such bills was abolished.

Other securities, discounts, loans and advances of the Central Bank:

The securities shown under V (0) in Table 11 consist of shares in banks 4nd other undertakings.
The ordinary discounts, loans and advances of the National Bank were composed as follows:

Draclinai (oco,000's omitled.)

March June Sept. Dec.

End of 1913 1918 1919 1920 1921 1932 1923 1924 1924 1924 1924
Ordinary bills . . . . 17.6 161 34~ 725 069~ 1853 1781 225~ 3004 42I.8 470~
Agricultural bills . . . . 13.9 19.7 304 0633 683 786  176.5 214.6  283.x  317.I  462.2
Total bills. . 3r.5 358 644 1358 137.8 2639 3546 439.6 583.5 7389 9412

Advancces on sccurities. . 26.3 23— 278 596 732 2108 143.3 117.9 112.8 147.7 2357
Advances on merchandise. 47 90.6 944 1706 1587 340  31Lg 276~  206.5 3L{.9  440.2
Loans and advances

against mortgages . . 72.8 666 7x.3 90.6 116.3 145.3 2207  243.9 279.2 3481 407.1
Loans to communes, ports .

and other Icgal persons 59.2 76.9 79—~ 8.7 93.7 102.4 1159 1281 159.1 179~  217-4

Total loans and advances. 163~ 257X 272.5 492.5 441.9 793.6  791.8 7659 757.6  089.7 I,300.4

Total discounts, loans and )
advances. . . . . . I94.5 2929 336.9 5383 579.7 10625 1,146.4 1,205.5 I,341.1 1,728.6 2,241.0

It will be observed that a very considerable portion of the discounts, loans and advances of the Bank
is represented by direct credits to agriculture and other long-term operations. Some of the items in the
above statement would appear to include certain more or less indirect credits to the Government and
various State institutions not shown separately in the balance-sheets of the Bank.

Note circulation:

From a legal point of view, the pre-war note issue of the National Bank of Greece was of a triple
origin: (a) the issue for the account of the State (forced currency); () the issue on a gold exchange basis
under the Law GXMB of 1g10; and (¢) the specially authorised issue “for the account of the Bank,”

These issues have varied as follows:

1 For details concerning this loan, see Memorandunt on Currency, 1913~1923, pages 112-113.
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% . Drachmai (000,000'S :l:nit.le:.i;.
H orise

Notes issued Notes ;:;::ie Aot ssue Notes A:;::l

Notes issued  in accordance in f;cthe Taw for the account withheld as o o
{or the account with the Law \\t'_lA il 2 ord of the cash by the circu
of the State GXMB o 1’1923 ' bank Bank ‘

End of of619180 . 66— sg_;[ zggg

.8 165. - 28.3 .. .
o gI. 153-5 - 62 - 9.6 378.9
I914 0.9 v 3 - 146. 26 VA
1915  58.9 1'63-§ _ 146.- 8. 354-4
1916  56.9 2 ?3.8 _ 146.- j2.8 4 _8

1917 549 70 _ 146.- 131.2 1,257.
1918 .52.9 1,170.X . 156.4 26.— 11372_3
1919  50.9 1,194.- _ 763.4 . 401.3 ' 1,508.3
1920 48.9 1,007.3 . 1.363.4 346.5 2,161.2
1921 4.9 "°97'§ — 1,913.4 1,391.1 1,708.-
June . . 1922 43.9 Bl — 2,513.4 548.7 3,149-4
Do ber e T 10,8 126.3 35634 532:9 4:341.5
June . . 1923 44.9 I’139'8 6 '9 3,523.4 724.8 4,681.2
December 1973 fe rad %5 3534 82.9 4592.8
Jenuary 1924  42.9 1,139. 779- 3»429.9 675.2 45tz
February . 42.9 . 139 o 3.429.9 607.6 4,700.5
March ” 42.9 1'139.8 gs.s 3’429.9 1,279.X 41861.2
April w429 ﬁggg ing 3.429.9 1,440.- 4,613.2
May . . " 42.9 ,139. »440. E L = 45423

. 429.9 1373

June . . " 42.9 1,139.8 1,302.7 3 z o Aars.s
July . . . 2.9 1,139.8 1,234.9 34299 yare-d A
August . " 42.9 1,139.8 1,255.2 3,429.9 445, 3
Se;ftember " 42.9 1,139.8 1,280.1 3,439.9 I,;gg-g 1,2228
October. " 42.9 1,139.8 1,050.— 3429.9 652'6 4,826.2
November ,, 42.9 1,139.8 866.2 :1,,4129.9 ( 26'1 4,86‘.9

December 40.9 1,139.8 - 716.4 3,394.9 426. 03

i i “ ? — 1d fiduciary issue
The first item — notes issued “for the account of the State represents ghe old fidu Iss
of the Bank, as mentioned above on page 34. Before the war, all notes put into circulation, in addition
{o this fiduciary issue representing the State debt of 1898 to the Bank, were covered by gold or foreign
exchange.

By far the greatest portion of the notes in circulation before the war was issued under the Law
GXMB of 1910, Article 8 of which reads as follows:

«The National Bank of Greece is authorised to issue banknotes for its own account, in .
addition to the amount which it has the right to issue under existing laws and conyentions,
for the special purpose of the purchase of gold and foreign exchange at a price not exceeding
par, with the obligation of re-selling the total amount of the gold and exchange purchased —
the gold at par plus 1 % and the paper at 100.50 for cheques on Paris and at par for exchange
of other countries. The banknotes for this purpose, as also the gold exchange purchased, will
be carried to special accounts in the assets and liabilities of the National Bank and must always
amount to the same sum, the gold and exchange being valued at par.”

Of the 165.8 million drachmai of notes circulating at the end of 1913 in accordance with this law,
10.7 millions were issued against gold and 155.1 millions against foreign exchange purchased by these

notes. According to the Bank’s report for 1920, the gold exchange law functioned normally up to the
second half of 1917. On June 3o0th of that year the note issue, in accordance with the law, amounted
to 445 million drachmai, covered as follows: i

Balance with foreign banks:

(@) Actually disposable . . . . . . . . 366.6 million drachmai
(b) Blocked in Germany and Austria, 28.4 » » :

Advances to Allied Governments 50.~ - » »

Total . . .  445.- million drachmai.
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_ After that date, considerable issues were made against claims of the Greek Government on the
Allied Governments as well as against book credits opened by them in favour of the Greck Government.
At the end of 1920, when all the claims against which notes had been issued under the gold exchange -
law had, as already mentioned, ccased to represent disposable assets, the composition of the account
was as follows: . : '

Greek Government’s credits blocked in Germany . . . . . . v . . %3 million drachmai. -
Other credits blocked in Germany and Austria . . . . . ... .. 29 » w0
Greek Government’s credits with the Treasuries of the Allied

Powers (Fr. 380.00 million : £ 7.73 million: $33.24

million: Rb.3.75millien) . . . ... ... . ... 757-3 . -
Less «difference of exchange” . . . . ... ... ... 29.0 728.3 ». . »
Advances to the French armies in Macedonia . . . . . . ... .. 267.— » »
Total . . . ... .... 1,097.3 millioni drachmai

Since the end of 1920 the total circulation, in conformity with the Law of 1910, has, in point of fact,
been of a fiduciary character.” The increase in this item of 42.5 million drachmai in the first quarter
of 1922 represents additional issues against arrcars of interest on the advances to the French armies,
which arrears were added to the capital in January of that year. ]

In addition to the old fiduciary issue and the issue in conformity with the gold exchange law, the
Bank had the right in 1913 to issue up to 66 million drachmai notes “for its own account” (cf. detailed
table above). At the end of that year, only 6.9 million drachmai of that amount were actually outstand-
ing, the rest being held as “cash reserve” by the bank. In 1915 the maximum limit for this issue was
increased by 8o million drachmai in order to cover the currency requirements of the new provinces taken
over after the Balkan wars. In 1919 it was increased by 10.4 million drachmai when the Bank of Crete
was absorbed, and in 1920 by 7 million drachmai when the note issuc of the Ionian Bank lapsed. In
the latter year it was increased by a further 300 million drachmai, on account of the requirements of the
additional new territories. The total authorised issuc “for the account of the Bank” on June 3oth,
1920, was thus 463.4 million drachmai, of which only 162.1 millions were in actual circulation on that
date, this portion being fully covered by the gold and the freely disposable exchange reserves of the
Bank. :

By the end of April 1923, the authorised limit for this category of the Bank’s note issue had been
raised to 3,263.4 million drachmai, the difference, or 2,800 million drachmai, having been issued directly
on behalf of the State. By that time, therefore, the non-fiduciary issue of the Bank represented only
a fraction of its total note issue.

In conformity with a Convention of March 3rd, 1923, a further increase of 300 million drachmai
was authorised at the end of May of that year for the purpose of “the strengthening of trade, industry
and agriculture”. The notes put into circulation under this convention must be fully covered by short-
term direct commercial advances. Since then no further cxtension of the limit for the authorised note
issue “for the account of the Bank’’ has been made, but,on the contrary, a minor reduction (see detailed
table above) resulting from repayments on certain loans duc by the Government to the Bank (cf. section
on the indebtedness of the Government).

On the other hand, as the gold exchange law of 1910 remained inoperative, a similar system was
provided for by the Law of April 23rd, 1923, authorising the Bank to issue notes against foreign exchange
and fresh foreign credits acquired for the account of the Government (¢f. page 83 above). The Bank
has been issuing notes under this new law since the end of May 1923. -

With regard to the forced loan of March 25th, 1922, raised through the withdrawal of part of the
. note circulation by cutting in half all banknotes, one of the halves being maintained in circulation at
half the nominal value of the old note, a full account is given in the Memoranda on Currency, 1913-1923,
pages 112-113, and Central Banks, 1918 and 1918-1923, pages 209 and 214.

According to a Decree of December sth, 1924, the halves (bearing the image of Georgios Stavros)
serving provisionally as currency are to be withdrawn from circulation. They remain legal tender up
to the end of December 1925, and will be accepted in payment at all offices of the National Bank up
to the end of December 1931. :
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o s . - Lepta,
In addition to the bankmotes,a certainS amo;mt ofI dm:illc::e?}c,o?r?:es ?hg::zr:tl:sat;?:sc :‘feggd %pyaa

: i been issued by the State to replace r coins. 4 red by &
st:ttzli‘:lzGdor\z:Iecr};nlmatLeln:1 a(iepo:iltl with the National Bank of 40.5 million drachmai (see statement be ow)

Deposits of the Central Bank:

The current account of the Treasury with the National Bank is not‘ shown separately since 1921.
The deposits shown in group XV of Table 1x were composed as follows:

Drackmai (000,000°8 omitled.)
March June Sept. Dec.

Bad of 1913 1918 1819 1920 1921 1922 1923 1924 1924 1924 1924

Account of the Inmter- '
gmiozmmfl 7.2 247 453 65.8 ' 1or.4 Irox 1398 2165 193.7 3152
Service of the Stateloans 4~ 88 46 10I 8.9 12.4 8.7 1265 1797 1733 1555
Deposits of collateral for ]
all State notes in o
Eicu]a,ﬁon. e — 207 307 395 40.5 40.5 40.5 40.5 40-5 40.5 40.5

Other Government ac-
:;unt:vef e e e — —_ - 1.6 3.5 3.5 57 4.2 44 4.6 4.6

Total (a) . . 65 367 6o~ 965 II8y 1578 I75— 3IT~ 441X 4I2I 5158 -

Fixed and time depo-

sits,including interest :

payable . . ... 1538 2285 326~ 5782 9lox 988.1 988.9 1,025.6 1,056.4 ¥,052.5 I1,054.9
Savings deposits. . . . 41.3 98.5 1194 138- 1863 1977 2217 2182 2207 2l0.2 214.5
Service of the bank’s

lottery loams, etc.. . 4.6 8.3 8.8 8.3 8.2 7.8 87 7.3 9.3 8.~ 9.2

Total (b) . . 7997 339.3 4542 7345 X,I04.6 I1,193.6 I,2I9.3 I,25L.I I,386.4 I,270.7 X,278.6

Grand total . . 206.2 376~ 514.2 82X~ 1,223.3 1I,35I.4 1I,394.3 I,562.1 1I,727.5 1,682.8 1,704.4

The sundry liabilities in group XVI of Table 11 include the Treasury bills accepted by the National

Bank, the Bank's loans in cheques on London and credits opened by the Bank of England in favour
of the refugees as follows:

Drackmasi (o00,000's omiticd.)

March June Sept. Dec.
End of 1913 1018 1919 1920 1921 1922 1923 1924 1924 1924 1924
National Defence bills ac-
cep!:ed by the Bank ., . — 50~ 1532 200~ 300.3 33L.I 934.8 1,253~ 1,911.7 1,690.1 1,613.4
Loawsinf{ .. ... .. — — — — —_ 6.3 — o.x —_ — 12.6
Bank of England credit in
favour of the refugees . - — — — — — —_ 21.5 2I.5
- . 43-5 43-5
Other accounts. . . . , . 122.3 144.9 1408 224.r 105.3 398.7  326.5 64.2 149~  417.9 215.3

122.3 1949 294.~ 424.T 4I4.6 736.I 1,261.3 1,338.8 2,082.2 2,151.5 1,884.8

(For details concerning the National Defence bills accepted by the Bank, see page 84 above.)
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Table 12 HUNGARY
NATIONAL OFFICE
ACCOUNTS Position in Korona
December | July December
1920 1921 1921
ASSETS.
1, Metallic Reserveat home . . . . . . 0.2 0.2 12.8
(@ Gold . . .. ... ... — —_ 12,2
(6} Silver and Token coins . . . . . 0.2 0.2 0.6
II. Other items of a Reserve or Cash nature — — —
1II. Assets in and Claims on Foreign Countries —_ —
(@) Gold Deposits abroad . . . . . — —
(6) Book Balances and Credits abroad —_ —
IV. Commercial Bills . . . . . . . ... 270.0 93.1 | - 3,900.0
(@) Imland . . ... ....... 270.0 93.1 3,900.,0
() Foreign . . . ... .. ... — — —
V. Securities and Investments . . . . . . 967.6 883.6 18,955.6
() Government . ... .. ... 967.6 883.6 18,955.6
(6) Other. . . . ... ... e —_ —_ —
V1. Loans and Advances . . . . . o+« .+ 93054 | 11,800.3 5,293.3
(a) tothe Government . . . . .. 9,111.9 | 11,693.6 1,903.6
(8) on Government securities . . . 193.5 106,7 1,158.4
{¢) Other. . . ... ....... —_ —_ 2,231.3
VII. Sundries (including Premises, etc.) . . .| 75157 7,493.7 955.1
VIIL. TotalAssets . . . .. .. .. ... 18,054.9 | 20,220.9 29,116.8
LiaBiLITIES. B
IX, Capital . . . .. .. .. ..... — — —
X. ReserveFunds . . .., .. ... .. — — —
XI. Profit and Loss and Dividends Accounts . 20.7 — —
XII. Notes i'n circulation . . . . ... .. 14,307.8 | 15,799.4 25,174.9
XIII. Post Bills, Cheques, etc., in circulation . —_— —_ —
XIV. Current Accounts . . . . . .. .. . 3,227.5 | 3,532.4 2,239.9
{¢) Government . ... ... .. — — —_
() Other. . ... ... .. — — —
] XV._ Other Deposits . . . . .. ..., . . 316.9 1430 |. —
() Government . .. ... . . . 209.2 — -
(b) Other. . . . ... ... ... 17.97 143.0 —
XVI S_undrie's SRS | . 1820 746.1 1,702.0
XVIL Total Liabilities . . . . ... . .. 18,054.9 | 20,2209 29,116.8




HUNGARY Table 12
OF NOTE ISSUE NATIONAL BANK OF HUNGARY | ¢l koroua
. 000,000's omi
(000,000’s omitted) at the.end of ( atol(l)lgse::] ::ed)
Dec. | December March June September | December | December
1922 1923 1924 1924 1924 1924 1924
16.2 23.4 24.2| 256,769.8 | 553,984.8 | 519,531.8 347
15.6 22.8 23.6] 246,947.1| 540,424.5 507,422.0 33.9
0,6 0.6 0.6 9.822,7 13,560,3 12,109.8 0.8
— — -~ | 681,267.7 | 1,385,879.9° |2,507,298.2] 167.6
_— - _— 681,267.7 | 1,385,879.9 2,507,298,2 167.6
29,778.3 562,340.5]l 782,979.4|1,192,516.8 | 1,756,636.x |1,976,887.9] 132.I
29,778.3] 562,340.5 782,979.4{1,192,516.8 | 1,756,636.1 1,976,887.9 132.1
19,651.8] 19,778.8] 19,778.4]1,980.000.0 | 1,977,306.2 |1,974,780.7 132.0
19,650.5 19,776.2 19,776.2} 1,980,000,0| 1,977,306,2 1,974,780.7 132.0
1.3 2,6 2.2 — — - —
24,453.4| 401,934.8] 828,597.6] 17,566.0 — — —
17,773.9] 401,000,0] 824,000,0 — —_— ja— —
2,016.1 934.8 4,597.6} 17,566.0 — — —
4,664.3 — — — —_ — —
19,0Ir.4i  88,608.0] 349,420.0/3,390,490.0 | 3,749,707.9 |2,457,096.8]  164.3
92,911.1)1,072,685.5}| 1,980,799.6|7,518,610.3 | 9,423,514.9 |9,435,595.4 630.7
— — — 235,237-.51 449,674.0 448,800.0 3.0
200.0|  13,257.5 1,007.5 — — — —
379.8] 11,9292 — — — 41,563.0 3.4
75,887.0! 931,337.3|| 1,606,874.8{2,893,718.9 | 4,115,924.9 |4,513,939.6 3017
22.5 11.6 7.9 — — — —
4,760.7| 84,7912 253,934.7]1.135,709.8 | 1,416,400.2 |2,069,467.9 138.3
— —_ —_ 755,240.3 | 1,054,114.0 |1,865,465.4 124.7
- —_ —_ 380,469.5 362,286,2 204,002.5 13.6
I5,661.1| 31,558.7| 118,974.713,253,944.1 | 3,441,515.6 {2,361,774.9] .157.3
92,911.1{1,072,685.5/| 1,980,799.6|7,518,610.3 | 9,423,514.7 |9,435,595.4|  630.7
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The Hungarian Section of the Austro-Hungarian Bank, the National Office of Note Issue and the National
Bank of Hungary: 1 . -
The statements for the end of December 1920 and July 1921 in Table 12 above show the position of the
Hungarian Section (Geschdftsfihrung) of the Austro-Hungarian Bank. This section began opergtx?ns
1, when its assets and liabilities were transferred
on January 2nd, 1920, and was closed on July 21st, 1921, S alld e handling th t
to the National Office of Note Issue, set up in Budapest as a temporary institution for han ing the note
issue until a bank of issue proper could be established. The National Office of Note Issue was a State ms}t:-
tution, placed under the control of the Minister of Finance. Its note issue was made largely to cover the
budget deficit. . i

The cessation of the Government note issue and the establishment of an mdepender}t central bank
of issue formed the essential conditions of the general scheme for the economic reconstruction of Hungary
which was put into effect under the auspices of the League of Nations in the spring of 1924. Thelaw creating
the new bank under the name of the National Bank of Hungary (Law V of 1924) was adopted by the N?.tl.'OIl-
al Assembly on April 17th and was promulgated on April 26th. The necessary steps for establishing
the Bank were immediately taken. The capital of 30 million gold korona was wholly spbscnbed_ between
April 28th and May 7th in gold or stable foreign currency. In order to accomplish this result, it became
necessary for the State to underwrite part of the issue and it actually took up shares to the value of 11.85
million korona, part of which, however, were later placed with private banks. The Bank was to start opera-
tions when 50%, of the subscriptions had been paid. This had been done by May 24th, when the constituent
assembly for the organisation of the Bank was held. In conformity with the law, the Bank began operations
within one month of its constitution, or on June 24th, 1924, when it took over almost all assets and liabili-
ties of the National Office of Note Issue, which was closed on the same day. .

The National Bank of Hungary is essentially a banker’s bank. It is under the administration of a
General Council, composed of the President of the Bank — appointed by the Head of the State on the
proposal of the Minister of Finance — and thirteen members elected by the general assembly of share-
holders to represent agriculture, industry, commerce and banking, Not more than four of these members
can be bank directors. The Council elects from among its own members two Vice-Presidents, whose elec-
tion is subject to confirmation by the Head of the State. An Executive Committee, consisting of the Pre-
sident, the two Vice-Presidents and three other members of the General Council, in the meetings of which
the General Manager may take part with a consultative voice, has been established to deal with emergency
questions; but its decisions must be reported to the Council at its next meeting. Officials of the Govern-
ment and members of the National Assembly cannot become members of the General Council or the
management.

. On nomination by the Minister of Finance, the Head of the State appoints a Government Commis- -
sioner and a deputy to see that the business of the Bank is conducted in accordance with the laws and the
Statut.a. The Commissioner has the right to veto any decisions of the general meeting; the General
Council and the Board of Management. Questions thus vetoed must be submitted for settlement to the

g::lemment or — if agreement is not reached — to a Court of Arbitration, the decisions ‘of which are

The Statutes provide, in addition, for the appointment by the Head of the State — on the proposal
of the Government after designation by the Commissioner-General of the League of Nations — of a foreign
Adviser to the Bank. The office of the Adviser shall terminate co-incidentally with that of the Commis-
sioner-General. All important decisions by any authority of the Bank must be submitted for approval

to the Adviser, who has the right of a suspensory veto in regard to proposals whi i

with (;?i hS‘ca].stut;i.:s. Final decision rests with the Commisiioner—(l:engral. # which he thinks do ot comply
. e Bank's net profits, 5% must be allotted to the pensions fund and 10%, to the reserve fund. until
1t reaches 209, of the share capital, and afterwards 5%. The shareholders aﬁ)e then entitled to é’n 8%
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dividend. Of the net profits in excess of these allotments, one-third is to be paid as superdividend to the
shareholders, provided that the total dividends do not exceed 109, while the other two-thirds are allocated
to the State. Of the remainder, one-fourth is to be given as second superdividend to the shareholders and
three-fourths go to the State. The whole of the Government share in the profits is to be used for re-paying
the State debt to the Bank. The dividends are payable in gold korona, and the annual balance sheet has
to be established in the same unit of account (see statement for the end of December 1924 in Table 12
above.)

Metallic and foreign cxchange reserves—Exchange policy:

The gold reserve as given in Table IV (Vol. 1) is calculated according to the legal pre-war gold parity
(t kg. = 3,278 korona). This also applies to the statements up to the end of March 1924 in Table 12 above.
In the balance sheet of the new National Bank, however, the metallic reserve is entered at its paper value
in conformity with the Statutes. The reserve of the National Office of Note Issue was credited with the
greater part of the gold received by the Government from the Austro-Hungarian Bank. The initial gold
reserve of the National Bank was 14.6 million korona, derived mainly from the Government’s subscriptions
to the share capital, and has been increased by subsequent gold purchases. Article 83 of the Statutes
prescribes that “the Bank shall provide for the collection of a gold reserve sufficiently large to ensure that,
as soon as a definitive ratio has been established between the currency unit and gold, and the State debt
to the Bank has been reduced to 30 million gold korona, cash payments can be resumed. ”

The National Office of Note Issue held no foreign assets for its own account, as all transactions in
foreign currency were centralised exclusively with the Central Exchange Control Committee. This institu-
tion, established during the war and later closed down, was again set up in August 1922, when, in the hope
of checking the rapid depreciation of the Hungarian currency, it was made illegal to offer, export, or lend
Hungarian currency abroad. The purchase and sale of foreign exchange was confined to the members
of the Exchange Committee, which functioned under the direction of the State Note Office. The Exchange
Commiittee examined, approved or rejected the demands for foreign currency and established daily the
official rates of exchange, which were compulsory.

On the opening of the National Bank, the Exchange Control Committee was closed and its foreign
assets as well as its functions were taken over by the Bank. In addition, certain amounts of gold and
foreign exchange accrued to the reserves of the Bank from the later calls on the share capital. The funds
thus obtained were considered too small, however, to enable the Bank to stabilise the exchange, and as the
flotation of the international reconstruction loan was retarded, the State Note Office received, in the middle
of June 1924, an advance of £4 million (equivalent to x.479,600 million korona) from the Bank of England
in anticipation of the loan. A few days later, this sterling credit was handed over to the National Bank,
which started its operations on the 24th of that month.

One essential condition of this credit was that the Hungarian currency should be linked .up with the
pound sterling. But unlike the procedure adopted in Austria, Germany and Poland, which began by
stabilising their currencies on the basis of the dollar, no definitive policy in regard to the level of
stabilisation had been adopted in Hungary when the reconstruction scheme was started. The korona
exchange was left to find its own level and was allowed, therefore, first to depreciate and afterwards to
improve rapidly. By the end of July 1924, however, conditions seemed favourable to stabilisation at the
actual exchange value of the korona, which happened to correspond to about 346,000 korona to the pound,
or almost exactly the rate at which the Austrian krone would stand in London when the pound reached
the gold parity. The National Bank engaged itself to maintain this rate from August 1st, 1924, and since
then the movement in the Hungarian exchange has been closely parallel with that of sterling. (See
Table I (Vol. I)). As a result there was no fixed relation between the paper and the gold korona until the
re-introduction of the gold standard in the United Kingdom (end of April 925). On the other hand, under
the reconstruction scheme, the gold korona was adopted as unit of account in the State administration,
customs duties, railway tariffs, taxes and salaries being fixed in this unit. On account of the appreciation
of the gold value of the pound sterling, therefore, the official coefficient of conversion from paper into gold
has been changed from time to time.

The Bank of England credit had been repaid in great part by the end of 1924. It does not constitute
part of the foreign asset reserve as given in the Bank’s balance sheets and in group III (b) of Table 12
above, but is included in the sundry assets (group VII of the table), the Bank’s liability on account of
this credit being included in the sundry liabilities (group XVI of the table). These sundry groups include,
in addition, those proceeds of the international loan which have been deposited with the Bank by the
Government. The increase in the exchange reserve proper of the Bank is derived mainly from the purchase
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of these proceeds exchanged for korona with the Bank. All foreign assets in currencies which

ble for the note reserve are likewise entered under the sundry assets in the balance sheets.
ver, the net balance of these assets, amounting, at the
the total

of portions

are not eligi i ; e
For the purpose of the present memorandum, howe : :
end of D};.cg;lber 1924, to 38.6 million gold korona, has been added to those in the note reserve,

being shown under III () in Table 12. . .

In connection with the establishment of the National Bank, a new exchange ordinance was published
on June 22nd, 1924. The compulsory delivery to the State of the foreign exchange resulting .from exports
was abolished, with one minor exception: 50%, of the proceeds of the sale abroad of Hungarlar_'z secun.tles
must still be surrendered to the State. The object of this restriction is to provide protection against
the possibility that the position on the Stock Exchange might lead to a reimport on an excessive scale
of previously exported securities. Further, the distinction between Auslandskronen and Inlandskronen
was abolished. The Inlandskronen represented moncy which was not at the free disposal of the owner
abroad, as it could only be invested within Hungary and only for such purposes as would not result
in the export of goods or money. Finally, foreign currencies were made exchangeable for one another
without restriction. On the other hand, the permission of the National Bank is required before korona
may be paid or lent abroad, and foreign currency is delivered only for “legitimate ”* purposes. Only the
National Bank, and such banks and financial houses as are authorised by it, may buy, sell or lend foreign
exchange, the authorised dealers being subject to the control of the Bank. The complete release of the
dealings in foreign currencies is envisaged in the near future.

Indebtedness of the State to the National Bank:

The Government indebtedness to the successive note-issuing institutions, shown in their balance
sheets and entered under V (a) and VI (a) in Table 1z, is shown below:

Korona (000,000's omitted)

End of Dec. July  Dee, Dec. Dec. March June Sept, Dec,
1920 1921 1921 1922 1923 1924 1924 - 1924 1924
Hungarian State .
notes, . . . . . 967.6 833.6 — — — —_ —_ —_ —
Austro - Hungarian . :
Bank notes stamp-

ed by the Hunga-

rian Government

and replaced by

Hungarian State .
notes. . . . . . —_— —_ —

Notos of the Post 17,772.7 18,264, 18,396.2  18,396.2
Office  Savings

Bank. . . ... — — 1 . 6 —~
“Forged™ notes (x 1772 1,369.9  1,380. x.3§o.—
kr.and2kr) . . — —_ 3.7 16.6 — — ) 1,980,000~ 1,977,306.2 1,974,780.7

Stateloandebt . . - —_
Advances to the
Treasury, includ-
ing Treasury
bills . . ...\ 91119 11,693.6 1,03.6 17,773.- 401,000.— 824,000.~

Total . . 10,079.5 12,527.2 20,859.2 37,423.5 420,776.2 843,776.2 1,980,000.— 1,977,306.2 1,974,780.7

The State notes held by the Hungarian Section of th i
1 e e Austro-Hungarian Bank
h}ﬂnhty by the Natxpna! Oﬁjme of Note Issue and disappeared, therefore, fr%m the as:ets‘:?:l'g ifiﬁ?gg]:rslcz
?) _nets.oThg former Institution granted allowances to the Government ex: -
Hl uf]g ari: nthseeg‘:;:::lgsfhzr}x;ni ?12 ttr};e Igta.te Note lg)ﬂ'llc{e, to which institution the assets and liabilities of the
-Hungarian bBank were transferred, this debt i
debt represented by the Austro-Hungari o It of the State onned info 2
i garian Bank notes stamped for the ac tof
notes recognised by the State, withd anged for o oy and the other
detai’}‘s},l s(;g secigon ohe St circulatio;avlg:k})w% .the Note Office and exchanged for new State notes (for
e Note Office was not originally entitled to m iti
: ¢ t : . ake any additional advanc
iﬁ?gfeﬁ{%?iﬁf&mfﬂg ﬁgr thll‘fd parties three—;no_nths Treasury bills drawn in renefjaltzft;fcl?%‘i’ﬁ:xggﬁgé
amaie co thege into | Drge o bthe Jaw establishing this instifution. The Treasury bills thus discounted
cember 1921 to about 1,000 million korona and at the end of December 1922



HUNGARY . 95

to 1,273 r{xﬂlion korona, which sums are included in the last item of the statement above. Soon after
the establishment of the Note Office, however, the law regulating its operations was amended in order
- to permit the Office to advance “temporarily” to the Treasury the sums required to cover the budget

deficit. By the end o_f 1921, goo million korona had been advanced for that purpose. In the following
years, these advances increased rapidly and reached on June 23rd, 1924, the date of the last balance sheet
of the Note Office, 1,840,000 million korona.

As already mentioned, the National Bank, which began operations on the following day, took over
the principal assets and liabilities of the Note Office. Certain commercial assets of that institution, how-
ever, were not acceptable by the Bank under its Statutes. When it was found that the liabilities assumed
by it—namely, the entire note issue and the current account obligations — were in excess of the assets
taken over, including the State debt, these debts were increased by the amount of the deficiency, and it
proved possible to do so without exceeding the amount of 110 million gold korona provided in the Geneva
Agreement of March 1924 as maximum for the total State debt to the Note Office. These State debts
were unified when transferred to the National Bank. According to a subsequent agreement between the
Government and the Bank, the State pays 39 on this debt, %% being for amortisation. In addition,
as already mentioned, the whole of the Government share in the profits of the Bank is to be used for the
repayment of the debt.

The Bank is prohibited under its Statutes from granting any additional credits either directly or
indirectly to the State, towns or communes, except against full payment in gold or foreign exchange.

Discounts and advances:

Although the Statutes lay down the general rule that the Bank may only discount three-month bills,
provisions have been made, on account of the essentially agricultural character of the country, for the
discounting — so far as may be consistent with the cash position of the Bank — of bills maturing in not
more than six months, provided that they conform to the general rules regarding signatures contained
in the Statutes and that at least one of the signatories is an agriculturist. The Bank is also authorised
to grant advances for periods not exceeding three months against collateral of: (a) gold and silver; ()
bonds quoted -officially on the Budapest Bourse; (¢} bills of exchange payable in Hungary or abroad
which conform with the requirements in regard to discounts; and (d) foreign exchange. After liquidation
of the advances taken over from the National Office of Note Issue, the Bank has not made use of this
authorisation. (For further details concerning the years 1920-1923, see Memorandum on Ceniral Banks,
1913 and 1918-1923.)

Note circulation:

In addition to the notes of the Austro-Hungarian Bank, Post Office Savings Bank notes and so-called
“white” notes were made legal tender in Hungary during 1919 by the Soviet Government. The quantity
of “white’” notes issued has been estimated at 3,500 million korona and the Post Office Savings Bank
notes (of 5, 1o and 20 kronen) at 250 million korona. After the fall of the Soviet Government, the “white”
notes were declared to be forgeries; but, in order to avoid hardship, the 1 and 2 korona notes and the
Post Office Savings Bank notes were officially recognised at their face value and the 25 and 200 korona
notes were exchanged at one-fifth of their value. '

According to a Decree dated March x7th, 1920, all Austro-Hungarian Bank notes in circulation in
Hungary, excepting the r and 2 korona notes, were stamped, 50 %, of the notes submitted for stamping
being retained as a forced loan at 4 9, interest. Subsequently, these provisions were amended, and by a
Decree of June 30th, 1920, all amounts of 10,000 kr. or less so withheld were entirely refunded, and when
the amount retained did not cxceed 25,000 kr., only the excess over 10,000 kr. was retained. Further
adjustments were made subsequently in connection with the 20 9%, tax on capital. |

A new provisional currency system was introduced in connection with the establishment of the Nation-
al Office of Note Issue by Law XIV of May 15th, 1921, authorising the following issues of State notes:

(@) The amount required for the conversion — at their face value — of the stamped Austro-
Hungarian Bank notes, the Post Office Savings Bank notes, and the “forged’” small notes in the
possession of the Office (see detailed statement on page g4 above);

() An amount equal to the three-months Treasury bills discounted for third partiés and
issued before the date of the law or drawn in renewal thereof;

{¢) The amount required for the “statutory operations”, i.e. the commercial operations, of
the Office; ‘
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9 . . .
illi but could be temporarily raised by
i limited by the law to 2 milliard korona,
Th? lssuixftnggh(ct)hz,?onsent of t}l’le Council of the Office for purposes of harves;ctorf 2}1112 gg;n;:: of
:lliz cG:;:i::.ln Itnax The above limit was greatly exceeded in October 1921 and, as a result o ing

s Aation simuitaneously embarked upon, the limit
i he effects of the Government inflation sim arkec
l}::gct}; %ﬂr?ﬁgﬁﬁg ftro;etime to time. At the end of Dc_ace(xin]t:er 1922, t}:ie_auttl}lxgrcx(s)icli‘szssglfe%fq ;h:ngffﬁg
3 s cial operations was 37 milliard korona, an in 192
Egtﬂlizl??::rn gfoxfggz ictozga.xgzlrtherpgreatly extended. The au’chorslsa.txog'xsdgll;/:::rcx1 forsth% ép‘:;ntmg of notes
: i i in the section on the State indebtedn€ss a 3
to corer e bl 12, th mentwne%luéredits of the Note Office represented by the discounts and

hown in Table 12, the commerci I
advaﬁzez :I‘l sec::rities increased more rapidly than the advances to the State in 1923. In order to check

. : i ifvi i r the depreciation of the currency, the Govern-
et it dgmagdifoflfzig ct;fy 1:‘:&::;2;5?;5461;3?:3 rtshgafall in tl?e exchange became alarming, a system
e uct; el tllxe so-called Sparkrone. "l‘he Note Office was instructed on February 2oth to grant
Z;f-e%(i)ig ::;f;lgzll :ﬁg}gondition of repayment at the sparkrone-rate of the date of maturity.. Tpis rate was
fixed daily by a Government Committee under Fhe direction of the Note Office by a composite mde:; ;:lalcu-
lation based on the rate on New York quoted in Budapest, the rates on Budapest quoted in Zurich and
Vienna, and the prices of arbitration securities on the Budapest and Vlefnna markets. The S{ququ;ze
was adopted to a considerable extent as unit of account by the commercial banks and had an cffective
influence in reducing the demands on the National Note Office for credit. It was aboh_she_d in connection
with the establishment of the National Bank, and the Sparkronen accounts were liquidated in paper
korona at the rate of 125 korona for oo Sparkronen. . .

The regulations concerning the cover for the note issue of the new National Bank (A.rtlcles'Ss and 86
of the Statutes) are similar to those of the Austrian National Bank. The total of the note circulation and all
liabilities payable on demand less the fiduciary note issue against the State loan debt to the Bank shall
be covered by the cash reserve to the extent of 20 % for the first five years, 24 % for the following five years,
289, for a further five years and 33%/3% for the rest of the time which will elapse until cash payments
are resumed. As cash reserve may be reckoned: .(a) gold and silver; (b) foreign notes “which have not
undergone any violent fluctuations of exchange”; (c) bills of exchange, “which are made out in currencies
not having undergone any violent fluctuations of exchange, which are payable at leading banking centres
in Europe or America and which are drawn upon banking institutions of unquestioned solvency” ; (d) credits
and cash deposits which “are available at any time and are held at leading banking centres in E urope or
America in institutions of unquestioned solvency”, at least 25 million gold korona of such credits and
deposits to be held by the Bank until cash payments are resumed.

In so far as the liabilities to be covered in conformity with the above regulations exceed the cash re-
serve, they must be covered by: (a) the discounts of the Bank; () its exchange holdings in currencies not
eligible for the cash reserve; (¢) bills in foreign currency payable in Hungary; and (d) — though for 2
period of five years only — advances on the collateral indicated on page 95 above.

N 1f the cash reserve falls short of the above percentages of cover, a tax on the notes and sight liabi-
lities in excess of the legal ratios shall be paid to the State. Until the resumption of cash payments, the
taxation rate shall be the current discount rate, plus the following increases: (a) T 9, if the proportion
of cover amounts to less than 209%, (or 24, 28 or 331/3%) but more than 189, (or 22, 2514 or 30 %), and
(b) a further x 1 9, for every further 2 %, or fraction of 2 %, by which the proportion of cover falls below
18 % (or 22, 25 14 or 30 %).

After the resumption of cash payments, the Bank shall pay the banknote tax as soon as the proportion
of cover.fa.lls below 40 %- The taxation rate shall be the discount rate, plus the following increases:
(a) x % if the pf)oportxon of. cover is less than 40 %, but more than 33 1/3'%,, and (b) a further 1 14 % for
every further 3 %, or fraction of 3 %, by which the proportion of cover falls below 3313 %. The bank-
note éca.x car}i never ge lesls tha}? 5 %.

ince the pound sterling has reached the gold parity and the gold value of the Hungarian korona
has become equal to that of the Austrian krone (page 93 above),g stabilised in relationgto the dollar
and since the new s?hlllmg currency has' been introduced in Austria (see note on Austria, page 13 above5
the adoption of similar measures are being considered in Hungary. If these plans are carried into effect,

the new ¢ 3 : N 1 : c:
paper ko:;?,lcy unit to be introduced in Hungary will 1?6 equal to the Austrian schilling and to 10,000




ITALY



98

Table 13
ITALY
ACCOUNTS
1913 1918 1919
ASSETS.
I. Metallic Reserve at home . . . . . . . I,495.4| I,169.r{ 1I,I55.5
(@ Gold . ...... Ve e e e 1,375.4| 1,048.7| 1,036.7
(b) Silver and Token coins . . . . . . 120,0 120,4 118,8
II. Other items of a Reserve or Cash nature . 66.4 190.I 484.4
III. Assets in and Claims on Foreign Countries 1757 1I,255.3 922.7
(@) Gold Deposits abroad . . . . . . — 429.2 439.2
() Book Balances and Credits abroad . 175.7| 790.x 483.5
IV. Commercial Bills . . .. ... ..., 697.71 1,308.1] 2,044.9
(@ Inmland . . .. ... ...... 676.1( 1,307.3| 2,044.0
(0) Foreign . ... ........ 21,6 0,8 0.9
V. Securities and Investments . . . . . . . 341.3 405.8 446.3
(@ Government . .. ... .... 341.3 400.7 437.4
(® Other. . . .. ... ...... — 5.1 8.9
VI. Loansand Advances . . . . . . .. .. 251.2 | 8,789.7| 13,1777
(a) tothe Government . . .. . . . 13.9| 7,429.6] 11,164.8
(8) on Government securities . . . . . 163.7 936.3| 1,574.5
{¢) Other. . ... ......... 73.6 423.8 438.4
VIIL. Sundries (including Premises, etc.) . 286.0 | 2414.5| 3,018.x
VIII. Total Assets . . ... ... .. 3,313.7 ) 15,832.6 | 21,249.6
LiaBiLiTIES. .
IX. Capital . . . ... ......... 242.0 242.0 242.0
X. ReserveFunds . . . ... ...... 112.9 183.0 214.3
XI. Profitand Loss and Dividends Accounts, etc. 26.3 73.1 67.6
XII. Notesin circulation . . . .. . . . . . 2,283.5 | 11,750.2 | 16,281.3
XIII. Post Bills, Cheques, etc., in circulation . 230.0| 1172.9| 1I1,003.4
XIV. Current Accounts . . . . . .. .. .. 261.9| 1,379 884.8
(@) Government . . .. .....,. 162.8 277.1 58.5|

() Other. . . ... .. ...... 99.1 860.8 826,3

XV. Other Deposits . . . . . ... .... — — —

(@) Government . . .. ... ... — — -

(6) Other. . . .. ... ...... — — —
XVI. Sundries (including Pension Funds). . 157.x | 1,273.5| I,656.2
XVIL Total Liabilities . . . . . . . . .. .. 3,313.7 | 15,832.6| 21,249.6
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. Table 13
ITALY
THREE BANKS OF ISSUE
- Position in Lire (000,000's omitted) at the end of

1920 1921 1922 1923 March June Sept. Dec.

: 1924 1924 1924 1924
1,176.4| I,214.6| I,246.x] 1,267.7 1,289.3| 1,303.I| 1I,310.0| 1,306.2
1,058.8 1,091.9 1,125.8 1,117.6 1,126.1 1,128.1 1,T31.5 1,138.5
117.6 122,7 120.3 150.1 163.2 175.0 178.5 174.7
373.7| 483.6( 48rs5) 5372 498.41  504.x|  452.6] 457.7
926.3 826.6 827.5 632.6 601.6 585.4 582.3 575.3
418.6 418.6 418.6 418,06 418.6 418.6 418.6 418.6
507.7 408.0 408.9 214.0 183.0 166.8 163.7 156.7
3,923.3] 489071 6,0408} 7,929.9 4,304.4| 4,612.7 | 4,546.4| 9,108.8
3,922.0| 4,887.9| 6,039.7| 7%,927.7 4,302.1| 4,611.3| 4,545.5| 9,108.2
1.3 2.8 1.1 2.2 2.3 1.4 0,9 0,6
490.2 999.0 8288 1,337.8 1,459.8| 1,509.r| 1,546.3{ 1,565.8
481.3 990.1 819.3] 1,327.1 1,449.4| 1,498.4| 1,535.4) 1,554.8
8.9 8.9 9.5 10.7 10.4 10.7 10,9 I1.0
15,512.9 | 14,901.2( 12,324.8| 12,000.2 15,365.0 | 14,955.9| 14,465.8{ 11,317.5
11,493.6 ' 9,246.0 8,624.9 . 7,926.0 7,860.9 7:666,0 7,532.4| 7,428.1
2,779.0 4,666.9 2,884.6 3,161.5 2,696.7 2,395.7 2,133.7 2,915.8
1,239.4 988.3 815.3 912.7 4,807.4| 4,894.2] 4,799.7 973.6
2,399.6| 2,131.8| 2,028.0| 1,719.6 1,692.3| 1,838.0[ 2,135.1| 2,017.9
24,801.5| 25,447.5| 23,777.5| 25,425.0 25,210.8 | 25,308.3 | 25,038.5 | 26,349.2
242.0 242.0 242.0| .242.0 242.0 242.0 242.0 242.0
235.6 272.0 299.7 312.4 324.1 325.4 329.7 330.2
832 65.5 452 744 — — — 833
19,731.6 | 19,208.9| 18,012.0| 17,246.7 16,819.3 | 17,525.0| 17,760.5 | 18,114.2
1,688.9| 1,981.2( 1,193.9| 1,263.4 1,236.5] 1,468.0] 1,265.7) 1,717.2
1,467.1| 2,342.3| 2,166.r| 3,541.6 3,392.1| 2,485.9| 2,015.6| 2,496.3
412.4 1,215.6 757.9 2,222.3 1,865.2 979.2 438.8 1019.2
1,054.7 1,126.7 1,408.2 1,319.3 1,526,2 1,506.7 1,576,8| 1,477.1
1,353.X1| 1,335.6! 18186 2,744.5 3,196.81 3,261.9| 3,425.0} 3.366.0
24,801.5| 25,447.5| 23,777.5| 25,425.0 25,210.8| 25,308.3| 25,038.5|26,349.2




ITALY

NorTEs.
Three Banks of Issue:

All the three banks possessing the
Naples and the Bank of Sicily, are subje

banks of issue. . . «
Their balance sheets have been combined in Table 13 above. This table is based on the “Monthly

Bulletin of the Accounts of the Note-Issuing Institutions” pubﬁs!led by the Ttalian Treasury, in which
bulletin the balance sheets of the three banks are drawn up according to a common form 1. :

right of note issue in Italy, viz.: the Bank of Italy, theBank of
ct to the same regulations in regard to their functions as central

 Metallic and Joreign exchange reserves: .

Of the gold deposits abroad (group III (a) of Table 13), the greater part, 403.6 m_illion lire, was
deposited in London during the war as collateral for certain credits raised in the United Kingdom. 272.x
million lire of that amount were obtained from the gold reserve of the Provincial Treasury originally
deposited with the Bank of Italy, which acts as its fiscal agent. The Bank of Italy having placed at the
disposal of the Treasury an equal amount in its own notes, this gold used to be included in the gold reserve
of the bank as shown in its balance sheets. In addition, as shown in Table IV (Vol. I), the Treasury deposited
a sum of 158.7 million lire of its own gold reserve in London. In the balance sheets of the Banks these
gold deposits are not shown under the metallic reserve, but are included as “certificates of gold deposits
abroad”, together with certain “deeds of credit abroad” in the current accounts with foreign correspondents.
Both these items, however, are considered as equivalent to the metallic reserve at home and serve as legal
cover for the note circulation. The detailed composition of the foreign exchange reserve as given under III
() in Table 13 above is shown in Table V (Vol. I). In June 1925, the three Banks of Issue contracted
a credit in New York of 50 million dollars to be used for the stabilisation of the lira.

Indebtedness of the State to the Banks of Issue:

The Banks’ claims on the State, apart from those arising from the Government securities in which
the reserves and various other funds of the Banks have been invested, are shown in detail in the state-
ment on the following page. '

All the advances shown in the first part of the statement were effected in the form of note

issues for the account of the State. The “Statutory advances”, given under the terms of the law establish-
ing the Banks, bear interest at the rate of 1149, per annum, and the notes thus issued have a metallic
cover of one-third of their nominal value. With respect to the remaining amounts of notes advanced to
‘the State, the Banks are exempted from the obligation of keeping a metallic reserve (or paying any tax).
The “extraordinary advances” in the statement below were made to cover the extraordinary expendi-
ture of the Government caused by the war and are secured by Treasury bonds yielding an annual
interest to the Banks of 0.25% from the 4,850 million lire advanced in the years 1915-1918, and 0.20 %,
from the 1,000 million lire advanced in 1919. The advances of 804.1 million lire to the Treasury for the
conversion of the kronen notes circulating in the former Austro-Hungarian provinces and of the paper
money issued by the Cassa Venela during the Austrian occupation of the northern provinces are
likewise secured by Treasury bonds yielding an annual interest of 0.25%, to the Banks. The item
“Supply of notes to the State Treasury” represents certain advances made in the beginning of the war
to enable the Deposit and Loan Institute (Cassa Depositi e Prestiti), subordinated to the State, to grant
loans mainly to local authorities for the execution of public works. As security for these advances, the
Banks were given a lien on certain bonds deposited with this Institute, and an indemnity, once for all,
of 0.15% to cover the costs of issue of the corresponding notes.

1 For details as to certain minor double countings involved by the combination of these balance sheets into a common
return, see Memorandum ¢n Central Banks, 1913 and 1918-1923, page 232.
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Lire (000,000’s omitted)

March  June  Sept. Dec.
Endof... 1913 1918 1919 1920 1921 1922 1923 1924 1924 1924 1924

Statutory advances to

the Treasury. . . . — 485~ 85.— 85.~ 85.~ 85.~ - -
Extraordinary advan- 3 455 455 5 45 485 485:

ces to the Treasury

(r915-1918) . . . . — 4,230~ 4,850~ 4,850~ 4,850.— 4,850.~ ~ -
Extracadiunry advan, 4 4,85 4.85 4,85 4,850~ 4,580.2 4,543.4 45434 4,515~ 4,515

ces to the Treasury

(r919) . . . . . . —_ —_ 1,000~ 1I1,000.- 1,000~ 1,000~ X,000.- I,000.— I,000.—
St?;te Treasury —

Supply of notes” . — 700~ 00,~ 00,~. 00.~ 00.— 0.~ 86.1 86.1 86.1 86.1

Extraordinary Advan- 4 . 4 4 ? ° 3 3 3 5

ces to the Treasury

for the conversion of

the notes (bonds) of

the “Cassa Veneta' _ - 40~ 40~ 40~ 40~
Extraordinary advan-

ces to-the Treasury

for the conversion of

485~ 485~ 485~

1,000.- 1,000~

40~ 40~ —

Austriannotes. . . — -— 662~  764.x 64.1 64.1 64.1 64.I 650~ 550~ 450~
Advances to third par- 4 4 o4 ™ >
ties for the account
237.5 185.1 188.9 =211.5 211.9 205.5

oftheState. . . . — 1,750.6 2,892.7 2,903.7 665.7

Total fiduciary nole
issue for the account
of the State . . . .

Treasury bills dis-
counted . . . . . —

Sundry advances to
the Government and

the Provincial Trea-
suries . . . . . . 3.9 264~ 5351 416.3 4479 409.4 1026 233.6

— 71656 10,629.7 10,742.8 8,504.8 8,076.6 7,754.4 7:607.5 7,476~ 7,348~ 7,241.6

—_ —_ 334.5 293.3 1389 69.— 19.8 27~ 21.1 83.1

163~  163.3 103.4
184.4 186.5

Tolat other advances . 13.9 264~ 535 7508 7412  548.3 I7xr6  253.4 I90.5

Total loans and advan-
ces to the Govern-

ment. , . . . .. 7,860.9 7,666.~ 7,532.4 7,428.1

13.9 7,429.6 1I1,164.8 11,493.6 9,246.— 8,624.9 7,926.~

The “advances to third parties for the account of the State” are free of interest, the Banks having
received only an indemnity of 0.15% to cover the costs of issue. These advances were given partly in
order to enable the Government to make grants to various savings banks, co-operative societies and agri-
cultural credit institutions, but mainly to finance the State purchases of corn, war supplies and fuel, etc.
They thus represented transactions of a temporary character which were liquidated by the sale of the
goods, the proceeds of these sales being used for the repayment of the advances. As shown above, these
repayments were effected mainly in 1921, It will be noted that the Government in 1923 and 1924 made
certain repayments also on the advances granted to cover the budget deficits and for the conversion of
Austrian money. These repayments, amounting to about 400 million lire for the period end of 1922 to end
of 1924, have been continued in 1925. Moreover, the Government debt represented by the Treasury
bills discounted by the Banks has been considerably reduced since 1920, before which date these bills were
not shown separately, but were included in the commercial discounts in group IV (a) of Table 13.

On the other hand, the State has indirectly assumed a very considerable indebtedness to the Banks
of Issue in connection with the recent banking crisis, as explained in the following section.

Comunercial credils of the Banks of Issue:

Apart from the rediscounts shown under IV () in Table 13, the commercial credits of the Italian
Banks of Issue are granted mainly in the form of advances against Treasury bills, Treasury bonds and
other “securities” issued or guaranteed by the State shown under VI (b} in the table.
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i i domestic portfolio in recent years has been due mainly to ihg mter_ventlon of the
Ba.nk’gh :f 1;15(:5:16:?;1203:)?111#: of the gredit crisis caused%ay‘th‘e failure of the Banca Italiana ai Sglqgto ai% t}':lz
end of 1921, financial assistance having been granted chiefly in the form of red}scoun’cs.b e o g !
returns from which the table has been prepared give no details on this subject until December 1933, u
the annual reports of the Banks contain certain information as to the position at the end of 1921 al? Igzz/é
According to these statements, the domestic portfolio on December 31st, 1921, and on the subsequen
dates given in the table, was composed as follows:

Lire (0o00,000's omitted)

Endof Dec. Dec. Dec. March June Sept.  Dec.
1921 1922 1923 1924 1924 1924 1924
Credits granted through:
The “Bank Consortium’’ of November L
24th, 1g2T. . . . . .. ¢ 0. . 424.6 223~ 120~ @ — — — —

The “Autonomous Section of the
Consortium for loans on industrial

securities”. . . . . e e e e — 899~ 3,306.4 3.937.9 3,9945 4.052.I 4,081.9
Other discounts . . . . . . . e .. 44633 4,977.7 4,0621.3 4,302.I 4,6I1.3 4,5455 5,020.2
Total. . . . . . 4887.9 6,039.7 8,047.7 8,240~ 8,605.8 8,507.6 9,108.1

The first and second items of the above statement do not represent all the additional credits advanced
by the Banks of Issue in connection with the Banca di Sconto crisis, but only those disclosed in detail
by the Banks. The “Bank Consortium” of November 24th, 1921, was formed by the three Banks of Issue
and three of the big commercial banks for the purpose of supporting the Banca di Sconto by means of
rediscount credits up to a limit of 600 million lire. Towards the end of December, however, when the impos-
sibility of saving the bank from a financial collapse was realised, the rediscounts through thé Consortium
were stopped. The Banca di Sconto then had to ask for a moratorium and was subsequently put into
liquidation. ‘

By virtue of a Decree of March 4th, 1922, the Banks of Issue established a special “Autonomous
Section” of the “Consortium for loans on industrial securities” (Consorzio per sovvenzioni siu valori indus-
triali). This Consortium, the purpose of which is expressed in its name, had been formed at the beginning
of the war by the Banks of Issue and certain other credit institutions. The new “Autonomous Section”
was empowered to finance the liquidation of the.Banca di Sconto under a “concordat” of March 16th,
1922, concluded between the bank and its creditors. The maximum lirait for the rediscounts to be made
by the Banks of Issue through the “Autonomous Section’ was originally fixed at one milliard lire. However,
the “necessity of enabling the Banca di Sconto to carry through the concordat concluded with its creditors
within a shorter period than originally provided, and to reorganise in a definite way another important
credit institute (Banco di Roma) which had been severely hit by the collapse of the Banca di Sconto and
which it was considered important to help” 2, induced the Government to authorise the Banks of Issue by a
Decree of March 2znd, 1923, to extend their rediscount credits beyond the original limit. As a result,
these credits were more than tripled between the end of March and December of that year. In order to
check this rapid expansion, a decree was issued forbidding the autonomous section, as from January ist,
1924, to engage in any new operations and authorising it to continue those taken in hand before that date
only within the limits approved by the Minister of Finance.- The increase in 1924 was due to the conti-
nuation of such operations. This continued immobilisation of almost one-half of the commercial port-
folio as shown above, however, made it necessary to adopt a more rigorous policy by the end of 1924.
No further expansion was allowed and in the first months of 1925 the Banks began to reduce these redis-
counts.

As cover for the losses which may arise from the liquidation of these credits, the Banks of Issue were
authorised by a Decree of September 27th, 1923, to place in a special reserve fund three-fourths of the
proceeds of the tax on the note issue, which tax is equal to the official rate of discount. This fund, which
is to be invested in Government securities, thus in practice serves as a sinking fund for the advances
made by the three Banks in connection with the recent credit crisis. It is obvious that the State under
this arrangement assumed a certain portion of the losses arising from the liquidation of these advances.

1 The credits to the Bank Consortium are not shown separately in the monthly returns for 1 t )}
for the greater part been liquidated by the end of that year. v or Y924, but had probably

? Annual report for 1923 of the Bank of Italy.
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The securities of which the above fund is composed are included in the Government securities shown in
group V () of Table 13, which accounts for the increase in this item in recent years.

Moreoyer, according to an agreement concluded by the end of 1924, a portion of the net profits of
the Banks in excess of a certain limit fixed in relation to their capital is to be used for the above purpose.
By a f}lrther Deqree of March 4th, 1925, the Government was authorised to raise an internal loan of T mil-
liard lire by the issue of g-years Treasury bonds for the main purpose of redeeming in banknotes short-term
Government securities totalling 860 million lire held by the “Autonomous Section” of the Consortium.
These banknotes are to be employed by the Consortium for redeeming paper discounted by it with the
Banks of Issue, which are not allowed to re-issue these notes.

Note circulation :

The note circulation of the Italian Banks of Issue is legally divided into two categories: notes issued
“for the account of the State” and the notes issued “for account of trade”. The second category, from
which the issue for the account of the “Autonomous Section of the Consortium for loans on industrial
securities” has been separated in recent years, corresponds to what in certain other countries is shown as
the circulation for the bank’s own account. The movement since 1913 in these maincategoriesof the bank-
note circulation is shown below:

Lire {000,000’s omitted)

i Bank Note circulation:
For the account  For the account For the account Total
of the State of the Consor- of the Banks
End of tium for
. industr. credits

b o) & T —_ —_ 2,283 2,283

I0T4 o ¢ v v 0 v w0 . . 735 — 2,201 2,936

19I5 . . . . 0. 2,069 — 1,899 3,968

b { {0 2,557 — 2,592 5,012

I9I7 . . v o e e . 5,833 — 2,592 8,425

918 . .. ... ... 7,165 — 4,585 11,750

b {5 { T 10,630 — 5,651 16,281

I020 . . . v . 0o . 10,743 S — 8,988 19,731

I02X . v v e e e . 8,505 — 10,704 19,209

1922 . .« . . ... . 8,077 899 9,036 18,012

1923 .« . o4 .. .. . 7754 - 3,162 6,330 17,247
Marchxgeq . . . . . . . .. 7,607 3,938 5,274 16,819
June » .. ... ... 7,476 3,994 6,055 17,525
Sept. » ... ..... 7,348 4,052 6,361 17,761
Dec. » ... ..... . 7,241 4,082 6,791 - 18,114

The circulation “for the account of the State”, 7.e. the fiduciary issue, has as counter value the advances
specified in the first part of the detailed statement on page 1or above. Since 1921 the legal cover of the note
circulation for the account of the Banks shown above consists of the whole of the metallic reserves at home
(excepting a small amount of token coins), the gold deposits abroad and the foreign exchange holdings
in group III of Table 13 — considered as “equivalent reserve” (7eserva equiparata) — the Treasury Bills
discounted and a certain amount of other Government securities held by the Banks, the advances against
Government securities, and a certain portion of the remaining commercial portfolio after deduction of the
rediscounts of the “Autonomous Section” of the above-mentioned Consortium?®. Up to and including 1920,
the sight liabilities shown in group XIII of the table had to be covered up to 209 by metallic or “equi-
valent” reserve, but in conformity with certain alterations in the Bank law in 1921 a special reserve of
Government securities was substituted for the metallic cover. These sight liabilities consist mainly of
circular cheques, drafts and cash-vouchers, which are largely used as money substitutes. ’

Most of the deposits of the Banks are interest-bearing.

1 For further details, see Memoranduns on Central Banks, 1913 and 1918-1923, pages 239-241.
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Table 14. LATVIA

BANK
Position
ACCOUNTS
December
1922
ASSETS.
I. Metallic Reserveathome . . . . . .. ... .. 13.0
(@ Gold . . .. ... ... 13.0
(6) Silver and Tokencoins . . . . ... . ... —
II. Other items of a Reserve or Cash nature . . . . . . 5.4
III. Assets in and Claims on Foreign Countries . . . . . 316
(¢) Gold Deposits abroad . . . . .. .. . —
(¢) Book Balances and Credits abroad . . . . . . 31.6
IV. Commercial Bills . . . ... .. .. ...... 7.
(@ Inland . . .. .. ... .. ....... 6.1
() Foreign . . ... ............ 1.0
V. Securities and Investments . . . . . .. .. ... orx
(@) Government . . ... .......... o.x
(6) Other. . . . . ... ... ........ —_
VI Loansand Advances . . . . . ... ....... 4.4
(@) tothe Government , . .. ... ..... —
() on Government securities . . . . ... ..
(¢) Other. . . ... .. ... ... ..... 4
VII. Sundries (including Premises, etc.) . . . . . . . . . 0.X
VIIL. TotalAssets . . . ... ............ 61.7
LiaBruities,
IX. Capital . .. .. ... . L. 8.0
X. ReserveFunds,ete. . . .. ... ........ 0.8
XI. Profit and Loss and Dividends Accounts . . . . . . . 0.9
XII. Notesincirculation . . . ... ... ... ... 9.8
XIII, Post Bills, Cheques, etc., in circulation . . . . . . . —
XIV. Current Accounts . . . . . ... ........ 25.4
(@) Government . . .., ..., ., ..... . 10,8
()) Other. . . . ..., .. .. ..., . . . 14.6
XV. OtherDeposits . . . . .. ... ..... ... 14.8
(@) Government . . . ... .. . .. ... . 13.4
(6) Other. . . . . . .. ... ... ..... 1.4
XVL Sundries . .. ... ............. . 2.0
XVII. Total Liabilities

61.7
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LATVIA : Table 14.
OF LATVIA
in Lats (000,000’s omitted) at the end of
December March June September December

1923 1924 924 - 1924 1924
18.0 . 12.4 12.3 12.5 10.7
2.4 4.2 4.5 ’ 5.0 5.0
5.6 8.2 7.8 7-5 5.7
8.5 5.8 9.6 10.7 8.0
52.6 59.8 57.8 52.5 59.8
4.3 15.5 16,5 18.6 18,6
48.3 44.3 41,3 33.9 41.2
22.3 27.4 38.6 49.5 52.1
20,1 25.1 34.3 42.3 46.0
2,2 2,3 4.3 7.2 6.1
0.I o.I 0.1 0.1 0.1
0,1 o, 1 0,1 o, o, I
18.5 29.0 35.4 40.6 50.7
18,5 29,0 35.4 40.6 ' 50.7
0.2 0.9 2.2 2.0 1.0
120.2 135.4 156.0 167.9 182.4
10.2 10.2 10.2 10.2 10.2
0.9 0.9 I.0 1.0 2.0

0.2 — — — —
21.2 21.9 22.2 22.0 26.3
60.5 58.7 60.3 62.6 64.0
19.1 22,4 22,1 . 17.7 18,6
41.4 36.3 38.2 44.9 45.4
22.6. 41.2 57.9 65.5 69.6
20.5 39.0 54.5 60,1 62,3
2.X 2,2 3.4 ’ 54 7.3
8.7 2.5 4.4 6.6 10.3
120.2 1354 156.0 167.9 1824




LATVIA.

——

NOTES.

The creation of the Bank of Latvia at the end of 1922 formed an integral part of the general n;o;ieta{y
reform resulting in the establishment of a new currency system on a gold basis. The Bank o atg};xa
is a State institution. The Bank council is appointed by the Government, but its members are irrevocable
before the expiration of thejr mandate. The Government can veto any decision of the council, put it
has no statutory right to impose any prescriptions or directions on the Council, and the Bank is not
allowed to grant any direct loans to the Government ™.

Melallic reserves. — Coinage.

The Government gold reserve shown separately in Table IV (Vol. I) .is deposited with the Bal_lk
of Latvia on the “ State Deposits and Special Means * account, included in the Government deposits
in group XV (a) of Table 14 above, and forms part of the reserve figures given unslerI {a) and III {a),
although it is not at the free disposal of the Bank. This Government gold, which, since February. 1924,
like the Bank’s gold reserve proper, is held mainly on deposit with the Bank of England but without
being included in that bank’s reserve, is considered as part of the guarantee fund.for the State notes.
It does not serve, therefore; legally as cover for the banknotes. Certain minor discrepancies betwqen
the gold figures as given in the bank balances (and Table 14) and those shown in Table IV (Vol. I), wh}ch
table is based on statements received from the Finance Ministry, are due mainly to a different accounting
of the gold held by certain branches of the Bank.

Foreign assets.

The Bank’s assets in stable foreign currency consisting of the foreign balances in group III (3),
inclusive of insignificant amounts of foreign banknotes, and the foreign bills in group IV (&), Il of Table 14,
are according to the statutes considered equivalent to gold as cover for the banknotes. In addition
to the central bank’s holdings of foreign currency, the Credit Department of the Ministry of Finance
disposes of certain balances with foreign banks shown separately in Table V (Vol.I). The decrease in
these balances in 1924 was due to repayments on the foreign debts of the State.

Money circulation.

During the first years of the Latvian Republic, the Government expenditure was largely met by
the issue of State notes (Latvian roubles). Latvia’s exchange position was also aggravated by the then
existing commercial prohibitions and restrictions. In the course of 1921, however, these restrictions,
inclusive of a stipulation concerning compulsory delivery to the Government of foreign exchange, were
gradually abolished. Moreover, with a view to increasing the State revenue and stabilising the currency,
a new Customs tariff was introduced fixing the rates in gold francs, which came into force on July 2oth,
1921. By a law of June 14th, the gold franc was also approved as legal unit of account and was quoted
officially on the Riga Exchange; but all payments were still to be made in Latvian roubles. As a result
of the new and more liberal commercial policy, the trade conditions improved and. the State revenue
increased considerably, whereas, on the other hand, the expenditure was reduced by suppression of various
State undertakings. Thanks to this improvement df the Government finances, the State note issue for
budgetary purposes was stopped by the end of 1921. These various measures reacted favourably on
the exchanges, and in the middle of November the rouble was stabilised at the rate of 50 roubles to one

t For further details concerning the establishment and administration of the Bank of Latvia and the composition
of the various items of Table 14 -above, sce Memorandum on Cenlral Banks, 1913 and 1918-1923, pages 252-256.
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gold franc. In the middle of 1922 the lat (equivalent to the gold franc) was adopted as the unit of
gyrrencyl. Thq basic regulations concerning the new money, issued by the Government on August
3rd, 1922, by virtue of the Law of July 16th, 1919, read as follows:

The Latvian money system shall be based on gold. The money unit shall be one lat, containing two million nine
hundred and three thousand two hundred and twenty-six ten-millionths (0.2903226) of one gramme of pure gold. The
lat is divided into one hundred centimes.

Gold money shall be coined of gold belonging to the State and also of gold delivered by private persons. Gold
delivered by private persons for minting shall be accepted at a price determined by the Minister of Finance if the gold
is delivered in bars or gold money of other States containing the percentage of gold fixed by the Minister of Finance
and if the quantity of gold delivered is not less than one hundred grammes.

Gold money shall be minted in coins of ten and twenty gold latu.

Besides the gold money, small coins shall also be minted of metal, designed by the Cabinet of Ministers upon the
proposal of the Minister of Finance. *

Gold money may be issucd in unlimited quantities, but small coins for not more than 1o latu per head of the
population, *

All duties, taxes and other payments shall be calculated only in latu. Transactions concluded in Latvia in foreign
currency shall be calculated in Latvian currency according to the average Riga Exchange rate of the day of the
conclusion of the transaction, which is to be published according to instructions given by the Minister of Finance.

The State Treasury notes shall be legal tender as long as they have not been withdrawn from circulation. As
Iong as they arc in circulation, all payments fixed in Latvian roubles may be made in metal coins and vice versa, accord-
ing to the rate of exchange of the day of the payment, which is to be stipulated by the Minister of Finance in conformity
with the Riga Exchange rates. These regulations concern only cases where no particular agreement about the exchange
rate has been made.

By a law of March 18th, 1923, certain additions were made to the above regulations, the principles
of which, however, remain unchanged.

The Bank of Latvia has the monopoly of issuing banknotes, which are legal tender. According to
Article 13 of the Statutes, the notes shall be covered to their full nominal value, as follows:

(1) If the amount of banknotes issued does not exceed 100 millions latu, it must be covered to the extent of not
less than 50 per cent by gold or reliable and stable foreign currency, the remainder to be covered by reliable short-term
bills. :

(2) The banknotes issued in excess of 100 million latu but not in excess of 150 million latu must be covered to
75 per cent by gold or reliable and stable foreign currency.

(3) The banknotes issued in excess of 150 million latu must be covered to their full value by gold or reliable and
stable foreign currency. .

The banknotes are freely redeemable in gold on demand or in foreign currency.

The Bank of Latvia started to issue lat notes in November 1g2z. In connection therewith the
rate of exchange for all rouble payments to the State was fixed at 50 roubles equals t lat (which rate,
since then, has in practice been applied everywhere). A maximum limit of 48 million latu — corres~
ponding closely to the rouble circulation at the end of that year — was provisionally set to the issue of
Treasurynotes, and it was decided to withdraw the rouble notes gradually. By the end of 1924, 150 million
roubles (corresponding to 3 million latu) of such notes had been withdrawn. In the autumn of that year,
the Government proposed the amalgamation of the two issues by transferring the Treasury notes to the
Bank; but this was not approved by Parliament, which voted the maintenance of the note issue of the
Treasury. According to the Law on the State Treasury notes of November 24th, 1924, the rouble notes
shall be replaced by new Treasury notes in denominations of 1, 2, 5, 10 and 20 latu, the time of with-
-drawal of the old notes to be fixed by the Minister of Finance. These Treasury notes will be legal tender,
but the circulation thereof must not exceed 48 million latu. The State Treasury notes are guaranteed
by all the property of the State. The law provides further that “in order to secure stability of the -
Treasury notes issued, the State shall keep its gold fund (see Table IV, Vol. I) on deposit with the
Bank of Latvia. The value of the fund deposited shall equal at least orie-fourth of the nominal value

1 For further details on the earlier stages of the Latvian currency reform, see Memorandum on Currency, 19131922,
pages 100-I0I; IQI3—I923, page IzI.
2 These paragraphs were amended on March 18th, 1925, as follows:
““ Small coins in denominations of 1, 2 and 5 latu shall be minted of silver; but those of 1, 2, 5, 10, 20 and
50 sant. of metal determined by the Cabinet of Ministers.
“ Gold coins may be issued in unlimited quantities. The quantity of silver coins issued shall not exceed
30 latu and that of small coins 10 latu per head of the population.”
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of the Treasury notes issued.” The sums given in group II of Table 14 cor_lsist m.ainl_y of rouble Treasury

notes counted at the above rate. In calculating the figures for total note circulation in Table III (Vol, I),

these notes have not-been deducted as they are not admitted as cover f.or the banknotes. . )
It is understood that no gold coins will be minted and put into circulation until a gold circulation

has been re-introduced in the United Kingdom. . ]
The coinage of Latvian token mouey was begun in the spring of 1923. The quarterly figures in

millions of latu have been as follows:

Token Money.

Held by the Credit Held by the Put into
End of Coined Dept. as a reserve Bank of Latvia circulation
March 923 . . ... " 0.8 — 0.6 0.2
June 1923 . . . . . 4.2 0.5 2.9 0.8
September 1923 . . . . . 10.— 2.— 6.1 1.9
December 1923 . . . . . 10.~ 1.8 5.6 2.6
March . 1924 ... .. 14.8 1.7 8.2 4.9
June 1924 . . . .. 20.— 3.7 7.8 8.5
September 1924 . . . . . 20.— 1.7 6.8 II.5
December 1924 . . . . . 20.— 1.6 5.3 I3.X

Of the amount coined by the end of 1924, 10 millions were in flat silver pieces and the remaining
10 millions in small nickel and bronze coins. )
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LITHUANIA
BANK OF LITHUANIA
ACCOUNTS Position in Litai (000,000’s omitted) at the end of
March | June | Sept. | Dec.
922 | 1973 | 1924 | 1924 | 1924 | 1924
ASSETS.
I. Metallic Reserve at home. . . 15.2 16.7 24.2 24.6 25.4 30.9
(@ Gold........... 15.2 16.4 24.1 24.5 25.4 | 308
(b) Silver and Token coins . 1 — .3 o.1 o.1 —_ o1
I1. Otheritemsofa Res.or Cash nature — 5.6 —_ —_1 . - —
III. AssetsinandClaimsonFor.Countr.| 17.9 46.5 56.8 55.4 50.5 63.2
(a) Gold Deposits abroad. . . . — — — — — —
(8) Book Bal. and Credits abroad| 1r7.9 46.5 || 56.8 55.4 50,5 63.2
IV. Commercial Bills. . . . . . . .
(@) Imland . . .. ... ...
(6) Foreign. . . .. .. ...
V. Securities and Investments . . .
() omer LIy se| wes | ass ) w9 | | ass
VI. Loans and Advances . . . . . .
(@) tothe Government. . . . .
(b) on Government securities . .
{c¢ Other. . . ... .....
VII. Sundries (including Premises, etc.) 3.2 10.8 20.3 26.2 38.9 28.6
VIII. Total Assets. . . . . . . ... 44.9 90.5 || 126.8 | 137.1 | 1472 | 1572
LIABILITIES.
IX. Capital . . . . .. ... ... 12.0 12.0 I2.0 12.0 12.0 12.0
X. ReserveFunds. . . . . . ... —_ - — 0.1 0.1 0.1
XI. ProfitandLossandDivid. Accounts; — — — — — 2.9
XII. Notes in circulation. . . . . . . 304 60.0 71,2 67.9 74.5 93.0
XIII. Post Bills, Cheques, etc., in circul. — — — — — —
XIV. Current Accounts . . . . . . . N
(¢) Government. . . . . . ..
(3) Other. . . . .. .. ...
XV. Other Deposits. « . « . . . . . 02| 41| 327 | 429| 356 314
(¢) Government. . . . . ...
(b)) Other. . . . .. ... ..
XVI. Sundries (includ. PensionsFunds). 2.3 4.4 10.9 14.2 25.0 17.8
XVII. Total Liabilities . . . . . . . . 449 90.5 | 1268 | 137.1 147.2 157.2
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The Bank of Lithuania, established in connection with the monetary reform of xgz2’ introducing
a national currency in Lithuania, has the legal status of a private joint stock bank, the greater part of
the share capital of which, however, is held by the State. The Govern}'ncnt has no direct mﬂ:uence
upon the administration of the bank apart from that which it may exercise at the General Meeting gf
Shareholders or through the Governor who is appointed (and dismissed) by the President of the Republic
and has the right of suspensive veto in regard to the decisions of the Bank Board.l -

Gold and foreign exchange reserves :

Part of the Bank’s gold reserve would appear to be held abroad. The sums given under III (b) in
Table 15 corresponding to the sums shown in Table V (Vol. I) are composed of bank notes, bills of exchange
and balances with banks payable in stable foreign currencies, mainly U.S.A. dollars and British pounds.
All these items serve as cover for the note circulation.

Securities, loans and advances of the Central Bank :

According to Article 16 of the Bank Act, the Bank is not allowed to acquire public or State-guaranteed
securities in excess of one-third of its capital. Moreover, according to Article x7 (5) it is not permitted
to transact any operations with the State which are not indicated in the Bank Act or the Bye-laws.
These regulations only admit the discounting of bills of a true commercial character and do not contain
any provisions concerning direct advances to the State.

Note circulalion :

Before the establishment of the Bank of Lithuania, only foreign currencies such as Ost-roubles,
Ost-mark, German mark and dollars had been circulating in the country. No reliable data exist for
gauging the exact quantity of these various currencies in circulation.? On August 16th, Ig22, simul-
taneously with the establishment of the CentralBank, a monetary law was promulgated by which the new
unit of currency, the litas, containing 0.130462 of I gramme of fine gold, and thus equal to $o.1, was
introduced. The litas is divided into 100 centu. The monopoly of note issue was given to the Bank
of Lithuania, which began its operations on September 28th, and made its first issue of litas notes on
October 1st, 1922, According to the August monetary law, the Bank was obliged to exchange the Ost-
roubles, Ost-mark and German mark circulating in Lithuania for its own notes within three months
at the rate fixed weekly or more often by the Minister for Finance, Trade and Industry. By Decree
of Qctohber 4th, however, a general rate of 200 mark to the litas for transactions with the Government
was fixed for the whole of October. The State loans repayable before October 1st, the payment of which
had been delayed, were to be met at 175 mark to the litas. The same rate was used for the conversion
of deposits in State banks, which, after November 1st, were to be repayable in litu only. Al debts of
the municipalities and other institutions and of private persons, falling due after October 1st, were to be
paid in litu at the day’s rate of exchange. From October 15th, all railway, post, telegraph and similar
charges were fixed in litu. As it proved impossible to complete the conversion within the time originally
fixed, the period of conversion was later extended. There are no statements available concerning the
amounts of foreign currency actually converted.

1 For further details on the establishment and administration of the Bank, see ’ '
1913 B e oo, : nk, see Memorandum on Cenival Banks,

2 For further details on the currency conditions in Lithuania before the 192:
on Currency, 1913-1923, page 122. 922 currency reform, see Memorandum



LITHUANIA IIX

According to Article 12 of the Bank Act and Article 24 of the Bye-laws, not less than one-third of
the amount of banknotes in circulation must be covered by gold and the remainder by “easily realisable
securities” calculated at a value not exceeding their Stock Exchange price. On December 31st, 1923,
only a little more than one-fourth of the notes in circulation was covered by actual gold; but by the end
of March 1924 the legal minimum ratio of gold to notes was again restored. It will be observed that the
note circulation never exceeded the total amount of the Central Bank’s gold reserve and foreign assets.
The banknotes are legal tender and, according to Article 13 of the Bank Act (Article 25 of the Bye-laws),
they “must be accepted on a par with gold coin”. In a note to the same Article, it is said that “the
Minister of Finance, Commerce and Industry fixes the procedure for the conversion of banknotes into
gold’. The compulsory gold redemption of the banknotes would appear not to have been introduced
at the end of 1924.



LUXEMBURG

By the Law of December 20th, 1848, the franc was adopted in p!ace of the Dutch florin as the u_mt
of reckoning in the Grand-Duchy. The Luxemburg franc, as distinguished from the French and Belgian
francs, was merely a unit of account, payments being actually carried out in German currency at the
rate of I.25 fr. to the mark, as fixed by the Grand-Ducal Decree of December 2nd, 1876. This position
continued until the armistice.

After the armistice, by the Grand-Ducal Decree of December 11th, 1918, all German money was
withdrawn from circulation and was exchanged for Luxemburg Treasury notes at the rate of 1.25 fr.
to the mark. This Luxemburg State paper money, which was issued in values of 0.50 to 500 francs
and had been put into circulation by the Grand-Ducal Government as early as November 1914, was
covered solely by the German paper and silver marks which had been withdrawn from circulation, the
gold marks having been hoarded.

Such was the position until the Convention of Economic Union between Luxemburg and Belgium,
dated July 25th, 1921, and put into force on May 1st, 1922. According to Article 22 of this Convention:

“ With a view to enabling the Luxemburg Government to carry out the exchange against Belgian
bank-notes of the provisional notes now in circulation, which were issued for the purpose of the exchange
of marks, the Luxemburg Government shall float a loan of 175,000,000 francs which shall be issued
in Belgium, through the National Bank, at such rate as may be necessary. The Luxemburg Govern-
ment shall receive the yield of this loan in Belgian bank-notes.... The Luxemburg Government is
also authorised to retain in circulation, within the Grand-Ducal territory, notes of values not exceeding
10 francs up to a total of 25,000,000 francs.”

In pursuance of this article, all Luxemburg Treasury notes of values from 25 to 500 francs were
exchanged against notes of the National Bank of Belgium.

The present position is thus as follows:

I. The Luxemburg franc is equal to the Belgian franc;

2. The currency in circulation in the Grand-Duchy comprises:

(#) All Belgian silver, copper and paper money;

(b)) Luxemburg 10 and 5 centime pieces;

() Luxemburg Treasury notes of 10, 5, 2'and ¥} francs;
(d) Notes of the International Bank.
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Table 16. NETHERLANDS
NETHERLANDS
Position in
ACCOUNTS
March March March
1914 1919 1920
ASSETS.
I. Metallic Reserve at home . . . . . . 169.7 678.6 645.3
(@ Gold . . ........... 160, 1 669.0 634.8
(%) Silver and Token coins . . . . . 9.6 9.6 ro.5
II. Other items of a Reserve or Cash nature 0.1 0.7 I.I
II1. Assets inand Claimson Foreign Countries I.I 08.8 38.8
(@) Gold Deposits abroad . . . . . — —_ —
(5) Book Balances and Credits abroad 1.1 98.8 38.8
IV. Commercial Bills . . . . .. .. .. 73.6 45.2 126.8
(@ Inland . . . . ... ... .. 54.6 37.7 72.8
() Foreign . . . .. .. e e 19.0 7.5 54.0
V. Securities and Investments . . . . . . 9.0 8.6 7.6
(a) Government . . .. . .. .. — — —
(b)) Other. . . . . .. ... ... — — —_
VI. Loans and Advances . . . . . . . . . 95.9 3IL5 355.9
(a) to'the Government . . . . .. ro.4 108.9 140.3 .
(8) on Government securities . ‘s 202.6 215.6
(¢ Other. . . . . ... ..... 33 =on '
VII. Sundries (including Premises, etc.) . . . 2.3 5.0 . 53
VIII. TotalAssets . . . . . . . . .« ... 351.7 1,1484 1,180.8
LIABILITIES. )
IX, Capital . . .. .. ... ... .. 20.0 20.0 20.0
X. ReserveFunds . . . ... ... .. 5.0 5.0 5.0
- XI. Profit and Loss and Dividends Accounts . 2.7 4.2 2.8
XII. Notes in circulation . . . . . . . T 312.8 1,023.2 | I,051.7
XIII. Post Bills, Cheques, etc., in circulation . 1.9 2.3 2.1
XIV. Current Accounts . . . . . . . . .. 9.0 92.9 97.6
(@) Government . ... .. ... — — —
(8) Other. . . .. e e e e 9.0 92.9 97.6
XV. Other Deposits . . . . . .. . ... — — —
(@) Government . .. ... ... — — -
(6) Other. . . . .. ... .... — - —
XVI. Sundries (including Pension Funds). . . 0.3 0.8 1.6
. XVIL Total Liabilities . . . . .. ... .. 351.7 | 1,1484 1,180.8
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Gulden (000,000’s omitted) at the end of

" March March March March June Sept. Dec. March

1921 1922 1923 1924 1924 1924 1924 1925
637.6 611.8 588.7 578.7 541.8 540.4{ 5I7.2 525.3
621.2 606, 1 582.0 569.5 53L.5 529.1 504.6 594.5
16,4 5.7 6,7 9.2 10,3 11.3 12,6 20,8
0.9 0.7 0.6 0.3 ? ? ? ?
417 17.9 22.5 29.3 ? ? ? ?
41.7 17.9 22,5 20.3 ? ? ? ?
155.1 200.3 251.9 19I.0 238.6 176.2 23171 2251
138.1 159.3 136,8 167.7 144.6 135.9 119.7 93.5
17.0 41.0° I115.1 23.3 94.0 40.3 I112.0 131.6
8.9 9.5 I1.6 20.1 20.1 20.1 9.7 9.7
30L.3 223.1 164.0 255.5 166.1 208.9 183.6 176.5
72.7 63.5 14.3 90. 4 6.2 14.9 11.8 14.5
228,6 159.6 149.7 165.1° 159.9 194.0 171.8 162,0
7.2 7.1 7.7 6.5 104. 4 93.6 102.3 6oy

1,152.7 1,0704 | 1,047.0| 1,081.4 | 1,071.0| 1,039.2{ 1,0445| 997.3

20.0 20.0 20.0 20.0 20.0 20.0 20.0 20.0
54 73 15.0 13.9 13.9 13.9 13.9 139

4.2 3.4 1.6 1.8 — — — —
1,052.3 996.1 965.7| 1,018.0 983.0 971.7 935.4 898.4
2.6 I.I 08 2.0 1.5 1.5 1.5 I.2
66.1 40.1 409! . 219 47.3 22.2 59.3 433
66,1 40.1 40.9 2r9 | 47.3 22,2 59.3 43.3
2.1 2.4 3.0 3.8 5.3 9.9 I4.4 20.5

1,152.7 1,070.4 1,047.0{ 1,081.4 1,071.0} 1,039.2| 1,04.5 92973
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‘Whereas Tables ITI and IV (Vol. I) refer to the end of calendar years, Table 16 above (apart from the
quarterly columns for 1g24) refers to the end of March each year, on which date the financial year of the
Central Bank is closed. Some items, such as the balances with foreign correspondents, certain loans, etc.,
are not shown separately in the weekly returns, on-which the quarterly statements are ba§ed, but are
grouped under “sundry assets”. These items of the quarterly statements, therefore, are not strictly compa-
rable with those of the annual statements in Table 16. Table V (Vol.I) likewise refers to the end of
March each year, the only date when the Central Bank'’s foreign balances are shown separately. -

Metallic reserve and note circulation .

The decrease in the metallic reserve shown in the tables is due mainly to sales of gold to the United
States of America. The exports of gold in coin and bars by the general public, however, remained probibited
under the Royal Decree of August 8th, 1914, up to the end of April 1923. On the 28th of that month, the
Minister of Finance announced in Parliament — simultaneously with the British budget speech —
that this and later decrees prohibiting the exports of gold would be abolished as from April 2gth,
1g25. This will enable the Netherlands Bank to put into effect its declaration of 1903, invalidated by the
above decree of 1914. This declaration is as follows: ’

With a view to continuing the gold policy hitherto pursued, the Board of Directors of the Netherlands Bank gives
the Government an undertaking that, when the foreign rates of exchange rise above gold parity, it will allow its gold
reserve to become available for export, so long as its resources permit, at the rate of F. 2,653.44 per kilogram of fine gold
in bars, and at corresponding rates for gold in specie. .

The return to pre-war conditions is however conditional, in so far that, according to the statement of
the Minister of Finance, the Netherlands Bank is not prepared for the time being to deliver gold for
export to countries other than the United States, the Dutch East Indies, the United Kingdom, South
Africa, Australia and New Zealand. '

The Bank does not redeem its notes in gold coins for internal circulation, and gold is delivered for
export only when the rates of exchange have risen above the gold parity, the Bank reserving the right
to supervise the shipments of the gold delivered. Tor the future, gold will not be delivered for export to
countries which restrict the import and export of gold. The above restrictions in regard to the pre-war
gold standard are applied also in the Dutch East Indics, which acted simultaneously with the mother-country
in the matter. T :

According to a Royal Decree of 1880, 2 minimum metallic cover of 409, must be maintained against
the den_xand liabilities of the Central Bank (groups XII, XIII and XIV of Table 16).- At the outbreak of the
war, this minimum was reduced by a new decree t0 20%,, and the ratio actually fell below 40%, in the autumn
of 1914, the lowest point reached being 32.6% in the middle of October. In December the proportion of
40% metallic cover was again reached and has since been maintained above that level (at 50 to 60%).

The State notes shown in Table IIT (Vol. I) are of small denominations. They are called "sih?er
bonds”” and were issued by the Government to supplement and replace silver in circulation.

Securities and advances of the Central Bank.

The securities shown in group V of Table 16 represent “investments in stocks” of the Bank’s reserve



NETHERLANDS

119

funds and one-fifth of its capital. The advances to the Government in group VI of the table were composed

as follows:
Gulden (000,000’s omitted).
End of March March March March March March March June Sept. Dec.
1914 I9l9 1920 1921 1922 1923 1924 1924 1924 1924
Treasury bills discounted . . . . . I~ 94~ 127~ 58~ 485 - 8= = = -
Advances to the Government free of ¥ 4

interest. . . . .. ... ... 94 149 1I3.3 I4.7 15~ 103 1I2.4 6.2 1149 II.8
Total . 104 108.9 140.3 927 635 143 904 62 149 118

The above figures for Treasury bills discounted do not include bills “placed indirectly with the

Bank” which are not shown separately in the published returns.
{See also note on the Dutch East Indies.)
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Table 17. NORWAY
ACCOUNTS .
. I913 1918
ASSETS.
I. Metallic Reserveathome . . . . « ¢ v ¢ v « + & 45.9 |. 1230
(@) Gold . . . . ... ... e e e e e e e e 444 1220
(b) Silver and Tokencoins . . . . . .. . .., . 15 1.0
II. Other items of a Reserve or Cash Nature . . . . . . —_ 0.3
III. Assets in and Claims on Foreign Countries . . . . . 29.8 73.0
() Gold Depositsabroad . . . . . ... ... — —
(8) Book Balances and Credits abroad . . . . . . 29.8 73.0
IV. Commercial Bills . . . ... .......... 68.8 253.5
(@ Inland . . ... ............. 65.3 253.5
(6) Foreign . . .. ............. 3.5 —
V. Securities and Investments . . . . . . . . .., . 13.4 18.7
(¢) Government . . ............. — .3.0
(8 Other. . . . . .« ... ... .. .... 13.4 15.7
VI. Loansand Advances . . . . . . . . v v v v . .. 79 175.5
(@) tothe Government . . . .. ....... — 2,0
() on Government securities . . . .. .. . . —_— —
() Other. . . . ... .. .......... 7.7 173.5
~ VIIL Sundries (including Premises, etc.) . . . . . . . . . .8 0.4
VIIL TotalAssets . . . . . .. .. ........ 1674 644.4
LiasiviTiEs.
IX. Capital . . ... ... .. 25.0 35.0
X ReserveFunds . .« . ... .o ... ... 16.5 39.6
XI. Profit and Loss and Dividends Accounts, etc. . . . . 3.5 4.3
XIL Notesincirculation . . . .. ... ..... .. 107.6 436.
XIII. Post Bills, Cheques, etc., in circulation ., . ., . . . . 0.3 0.5
XIV. Current Accounts . . . . .. .......... 12.6 127.1
(@) Government . . ............. 3.2 —
() Other. . . . . ... .. ... . ..... 9.4 1271
XV. Other Deposits . . . . . .......... . . L5 1.0
(@) Government . ... .. ... ...... L5 1.0
(9 Other. . . ... ... ... ........ — —
XVI. Sundries (including Pension Funds) . . . ... .. 0.4 0.7
XVIL Total Liabilities . . . . . .. ..., ....... 1674 | 6444




NORWAY Table 17.
BANK OF NORWAY
Position in Kroner (000,000’s omitted) at the end of
March June Sept. Dec.
1919 1920 1921 | 1922 1923 1924 X924 x024 1924
148.9 148.0 148.2 148.2 176.8 .I61.7 167.5 170.3 " 170.6
147.7 147.3 147.3 147.3 147.3 147.3 147.3 147.2 147.2
1.2 0.7 0.9 0.9 29.5 14.4 20,2 23.1 23.4
0.1 — — —_ — — —_ — —
76.2 58.3 42.5 53.3 274 29.0 27.6 45.0 46.6
76.2 58.3 42.5 53.3 27.7 29,0 22.6 45.0 46.6
3498 | 4493 | 4197 | 3639 | 3235 290.7 317.X 316.2 244.3
349.8 449.3 " 419.7 363.9 323.5 290,7 317.1 316.2 244.3
159 | 143 | 2xy | 6rg | 338 [ 339 337 336 25.3
2.4 2,0 2.6 2.8 2,6 2,6 2,6 2,6 2,5
I3.5 12,3 19,1 - 59.1 31.2 31.3 31.1 3I1.0 22,8
55.8 42.7 23.9 255 56.3 48.7 58.4 37.0 62.3
0.4 0,2 —_— — — — —_ — —
55.4 42.5 23.9 25.5 56.3 48.7 58.4 37.0 62,3
0.7 8.4 13.5 22.2 46.7 5L.6 48.6 58.5 66.1
647.4 721.0 669.5 675.0 664.8 615.6 652.9 660.6 6152
35.0 35.0 35.0 350 | 350 35.0 35.0 35.0 35.0
42.5 54.8 64.5 - 64.0 50.9 50.8 50.8 50.8 42.6
4.3 4.3 © 36 3.2 2.9 6.8 13.9 21X 2.9
454.3 491.9 419.0 394.3 406. 390.0 405.2 399.I 4017
4.X 0.8 2.2 1.0 1.0 0.9 1.6 I.5 08
105.7 132.5 143.3 164.8 115.9 96.9 107.9 125.8 108.0
—_— —_— 2,7 19.1 0.9 12,1 30.3 52,6 8.4
105.7 132.5 140.6 145.7 I115.0 84.8 77.6 73.2 99.6
I.2- 0.7 0.9 12.4 35.X 20.0 25.8 23.1 23.4
1.2 0.7 0,9 0.9 29,5 14.4 20,2 23,1 23.4
—_ —_ — 11.5 5.6 5.6 5.6 — —
0.3 1.0 1.0 0.3 17.6 15.2 12.7 4.2 0.8
647.4 721.0 669.5 675.0 664.8 615.6 615.2

652.9

660.6
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Metallic veserve — New coinage.

The divisionary coins held by the Bank of Norway are not considered as part of its metallic reserve
but are treated, in its balance-sheets, as a special deposit of the Treasury. It will be observed, therefore,
that the reserve of token coins shown under I (8) in Table 17 above is counter-balanced by the Government
deposit under XV (a). The increase in these deposits in xgz3 was due to the fact that, egpema_lly towards
the end of that year, considerable amounts of silver coins were presented by the Swedish Riksbank for
redemption under the Scandinavian Monetary Convention. . )

On account of the depreciation in post-war years of the Norwegian currency in relation to the cur-
rencies of the other Scandinavian countries, and more especially Sweden, great quantities of Norwegian
silver coins had found their way to Sweden, to which country there was also a large influx of Danish
divisionary coins, these coins being accepted by the public on the same terms as Swedish coins under the
Scandinavian Monetary Convention. By this Convention, the central banks in the contracting countries
had the reciprocal right to claim gold in exchange for the silver coins of the other countries accrued to
their reserves, this exchange to be made at the face value of the silver coins. Owing to the inconveniences
involved by these conditions, the export of silver coins had been prohibited in Norway and Denmark.
It continued, however, in the form of smuggling. On the invitation of the Norwegian Government, there-
fore, an Inter-Scandinavian Coinage Conference was held in Oslo at the end of October 1923,
followed by another Conference in Stockholm in the middle of December resulting in an amendment
(**additional article”) to the Convention. According to this amendment, which was ratified by the three
Gov.ernmex}ts on April 5th, 1924, each country may, in spite of the Convention, which, formally, is not
rescinded, issue coins which will be legal tender only in the country where they are issued. Such coins,
however, must differ in appearance from the coins which up to then had been coined under the Convention.
(Until new coins were minted, a hole was stamped in the middle of the old coins.) The provisions of the
Convention do not apply to coins which, under this amendment, are legal tender only in the country
where they are issued. On the other hand, divisionary coins minted under the Convention in one of the
contracting countries ceased to be legal tender in the other countries six months after the coming into
force of the a.mendme-nt (April 6th, x924). Since October 6th, 1924, therefore, the Scandinavian Monetary
Conv;{ntlon ha.sl?een inoperative. :

oreover, by virtue of special power accorded to the Government by the law of March 18th, 1924,
authorising the issue of new coins under the “additional article” of the }(;onvention, the old Norwegi:r;

divisionary coins have been demonetised and exchan i j
i ged for new legal-tender coins or notes. The objects
;fo :?;:sxiﬁrelasure were to prevent further smuggling and to get hold of the silver hoardings in pri]va.te

According to an agreement between the respective Governments and central banks, the redemption

of the Norwegian divisionary coins received from the Swedish Riksban

; - k has been postponed to January
2nd, 1929, against delivery to that Bank of Norwegi S postp " °
kronor a2 bearing interresyt ot 4vh pom ent orwegian State bonds of an equal value made out in Swedish

It may be added that divisionary coins are legal tender c;nly for restricted amounts (up to zo kroner).

Foreign assets :

Withil;p c::-t ta}jls ?ﬁg':f 11920, balancgs with forgign banks at the free disposal of the Bank of Norway were,
ey ot D;cs;, igally considered equivalent to gold and were included in the metallic reserve.
III (b) of Table 17 a.bx:)lv: 1;31213,:1;3 gcgllc;.l{:isofloz;?;la;:les abroagi" v e ot Dotnd In group
abroad”, representing assets which are not placede in xz?gr:vgilnfomgn bt

ks. The composition was as follows:
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Kroner (000,000's omfiled).

End of C o s Rt Total
December 1922 . . . . ., ..., 41.6 117 53-3
March 1923 .......... 23.8 9.8 33.6
June Do e e 20.7 98 305
September » ., ., ... .... 20— I0.- 30~
December » ., ... ... “ 0. 18.3 9.4 279
March 1924 ¢« v v e v v 0w 19.4 9.6 29.~
June » e e e e 17.9 9.7 27.6
September » ., ... ... ... 35— I0.~ 45.-
December » . . ..., ..... 36.9 9.7 46.6

. Apart frox}'x these foreign balances, the Bank, as shown in Table V (Vol. 1), disposed of a certain
amount of foreign State bonds included under Group V (b) of Table 17.

Invesiments, loans and advances :

In recent years the Government has had recourse to the Central Bank for direct advances only in
exceptional cases and for short periods. The increase in the loan figures of the Bank in 1923 and 1924 as
compared with preceding years is mainly due to the assistance accorded by the Bank of Norway to the
private banks on account of the severe credit crises in that country. On the other hand, the increase in
the investments at the end of 1922 was due chiefly to an increase in the holdings of bank shares and long-
term credits (Indskud) advanced to banks, thus reflecting the activities of the Bank of Norway in supplying

fresh capital in the beginning of the crises to certain banks which were in difficulties. The Bank has not
continued in that way in recent years.

Note circulation :

Under the law of April 23rd, 1892, with amendments of May 1gth, 1900, and July 1gth, 1912, the
Bank of Norway was authorised to issue notes up to an amount corresponding to: ’

(a) The total of its gold reserve at home and up to 3,000,000 kroner of non-interest-bearing balances with the
National Bank in Copenhagen and the Bank of Sweden;

(b) Other balances disposable with banks abroad not exceeding one-third of its gold reserve at home;

(¢) An additional issue of 45,000,000 kroner.

If the note circulation exceeded the above limits the Bank had to pay to the Government a tax
calculated at 6 per cent per annum on the amount in excess, this tax rising by another 1 per cent every
new month in which the excess prevailed.

In 1916, these limits proved to be too narrow, and the law was slightly modified by an amendment
of July 21st of that year. As metallic cover for the notes in circulation were to be considered:

(a) The gold reserve held at the Bank and at the Royal Mint;

() -Non-interest-bearing balances with the National Bank in Copenhagen and the Bank of Sweden up to an amount

' of 6 million kroner;

{c) Other balances disposable with banks abroad up to an amount not exceeding 50 per cent of the gold reserve

at home;

(4) At the same time the additional uncovered issue was increased to 70,000,000 kroner.

In 1917, these extended limits were greatly exceeded, and at the end of 1918 the part of the note
circulation subject to the special tax represented more than 4o per cent of the total circulation. The condi-
tions did not change in 1919 and 1920, and on November 26th, 1920, the law was completely changed.
Under the new regulations, the Bank is authorised to issue notes up to an amount which may exceed its gold
reserve at home by 250,000,000 kroner. With the consent of Parliament, the King may, in case of emer-
gency, ‘further extend the limit for the authorised issue. This was done immediately and the limit was
temporarily extended by 100,000,000 kroner. In the course of the years rgzz and 1922, the limit of the
extraordinary issue was reduced to 25,000,000 kroner.

The above stipulations of November 26th, 1920, do not apply to the circulation of notes of small
denominations (r and 2 kroner) which, according to the law of December 14th, 1917, modified by an
amendment of December 15th, 1920, are issued by the Bank of Norway, though under the control of the
Treasury, to replace temporarily silver coins until sufficient new divisionary coins have been minted.
These notes, which are uncovered, are, like the divisionary coins, legal tender only for amounts up to
20 kroner. For the divisionary notes thus issued, the Bank pays to the Treasury a tax of 3 per cent per
annum below the bank rate. As these notes constitute a liability of the Bank, they are included in the
figures for the note circulation given in Table 17. In Table III (Vol. I}, however, they are shown separately,
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Table 18
POLAND
NATIONAL
Position in Mkp,
ACCOUNTS
1918 1919 1920
ASSETS.

I. Metallic Reserveathome . . . . . . . . .. .. — 33.3 50.0
(@) Gold . . . .. e e e e e e e e .o — 6.9 12,4
(b) Silver and Tokencoins . . . . . . . . . . . — 26.4 37.6

II. Other items of a Reserve or Cash nature . . . . . . — — —
III. Assets in and Claims on Foreign Countries . . . . . 792.2 | 2,629.4 | 4,360.1

.{a) Gold Depositsabroad . . . ... ... .. - - —
(6) Book Balances and Credits abroad . . . . . . 792.2 | 2,029.4 | 4,360.1
IV. Commercial Bills . . .. ... ......... 6.4 4.1 609.7
(@ Inland - . . . ... .. .,........ 6.4 4.1 609.7

(8 Foreign . . ... ... ......... — — —
V. Securities and Investments . . . . . ... ... . 0.2 I.I 4.9
(a) Government . . ... .......... 0.2 11 4.9

(6) Other. . . . . .. ... .. ....... — — —_
VI Loansand Advances . . . . .. .. ....... 30r.8 | 7,231.7 |64,924.7
(a) tothe Government . . .. ........ 287.5 | 7,087.0 | 61,350.3
(6) on Government securities . . . . . .. . . 7.0 58.4 | 2,643.6
(¢) Other. . ... ., e e e e e e e e 7.3 86.3 930.8
VIL. Sundries (including Premises, etc) . . . . . . . . . 40.2 498.5 | 6,560.4
VIIL TotalAssets . . ... ... .......... 1,140.8 | 10,398.1 |76,509.8

L1aBiLITIES,

IXoCapital ... .. .. ... ......... . — — —
X. ReserveFunds, ete. . . . ., ... ... ... . 13.3 | 1,315.4 | 2,982.0
XI. Profit e.md Loss and Dividends Accounts, etc. . . . . . 6.1 — | 32987
XII. Notes in circulation . . e 1,024.3 | 5,316.3 |49,361.5
XII&. Post Bills, Cheques, etc,, jn circulation . . ., . , . | -_— 146.4 233.2

XIV. Current Accounts '

................. 88. . 153.2

(@) Government . ..., . ., 6 . . . __.I 2’901.1 = 153

() Other. . ... ... . . . .. ... "' — — —
XV. Other Deposits . . . ., .. ., .. " 06| 1451| 2285
(@) Government . ...., L. . . "' —_ 145.1 228.5

() Other. . ... ., . 77" ws| :

XVI. Sundries (includi ions Funds) . . . . . . ' - .
VL T Lia(b m: ng Pensions Funds) . . . ., . . . 84| 567.8]| 52527
. O e 1,140.8 | 10,398.1 | 76,509.8
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Table 18
POLAND
LOAN BANK BANK OF POLAND
, itted) at the end of Position in Zlotys (000,000’s
(000,000’s omitted) at the end o omit?e d) at the end of
1921 1922 1923 April June September | December
1924 1924 1924 1924
68.8 86.4 75.9 78.1 83.4 99.9 130.9'
24.9 41.0 55.0 55.6 83.4 99.9 103.4
43.9 45:4 20.9 22,5 — had 27.5
40.9 58.1 81,297.1 - — —_ —
28,010.9 105,198.4 | 62,131,920.2 323,013,30I1.3 257.0 233.6 269.0
28,010.9 105,198.4 62,131,920,2 323,013,801.3 257.0 233.6 269,0
15,324.4 133,400.8 | 20,588,037.9 199,248,956.4 138.9 233.8 257.0
15,324.4 133,400.8 | 20,588,037.9 199,248,956.4 138.9 233.8 257.0
24.9 59187 |  1,534,220.7 964,937.4 - — -
24.9 5,918.7 1,534,220.7 964,937.4 — — -
249,549.0 749,957-4 | 145,750,582.5 || 363,049.534.4 5.8 414 52.8
230,249.0 702,053.3 | 117,685,185.6 291,707,649.2 32.2 20,8
14,7413 25,951.5° 15,140,395.9 71,341,885.2 5.8 9.2 32.0
6,558.7 21,952,6 12,925,001,0 . -
6,757.1 34,124.7 3,980,627.6 131,807,901.3 55.5 52.8 41.6
299,776.0 | 1,028,744.5 | 234,066,761.9 ||1,018,085,208.9 540.6 661.5 7513
— — — — 90.2 100.0 100.0
15,248.6 36,332.0 | 17,414,454.9 22,445,829.6 — — -
2,964.3 19,015.8 6,031,371.7 — — — 12.0
229,537.6 793,437-5 | 125,371,958.4 || 570,697,550.5 3344 460.4 550.9
597.9 15,090.6 9,928,220.7 10,053,X04.X — — —
48,416.x 142,035.8 | 74,733.014.3 || 395.737.895.7 109.9 83.7 84.3
29;440.1 11,869.2 — — 8.5 6.5 6.4
18,976.0 130,166.6 - — -_ I101.4 77.2 77.9
68.8 178.2 24,003.4 — — —~ —
68,3 1782 24,063.4 —_— —_ — —_
2,942.7 22,654.6 563,678.5 19,150,829.0 6.1 7.4 4.1
299,776.0 | 1,028,744.5 | 234,066,761.9 ||1,018,085,208.9 540.6 661.5 751.3




POLAND

NortEs.

The National Loan Bank and the Bank of Poland :

The figures in Polish marks refer to the National Loan Bank and those in.zlotys to the new Bank
of Poland. The Loan Bank, established in April 1917 during the German occupation, was recognised by a
decree of December 14th, 1918, as the sole bank of issue of the Polish State until the creation of the Bank
of Poland. It was a pure Government institution, which issued notes on behalf of the State under the
control of the Minister of Finance. The issues were made mainly in the form of advances to the
Treasury to cover the budget deficit. .

On December 6th, 1923, a law was voted, in connection with the financial reform, under which all
payments to the Government were, after January Ist, 1924, to be made on a gold basis, the unit of account
thus adopted being the zloty, equivalent to a gold franc and based on the price of gold in London.

On January 11th, a law on the “Reconstruction of the Treasury and the Reform of the Currency”
was passed by Parliament and came into force on the 15th of that month. This law, called the Emergency
Powers Act, accorded, for a period to expire on June 3oth but extended later for another half-year, very
wide powers to the Government. In regard to the currency reform, this Act authorised the Government
“to establish and introduce a new monetary system on a gold basis” . . . “to fix the relation between
the Polish mark and the new currency unit”. . . *to establish the conditions for the liquidation of the
National Loan Bank” and “to organise a bank of issue in the form of a limited liability company under
State control and with the participation of the State”.

On February 1st, 1924, the power of the Treasury to contract debts at the National Loan Bank was
removed and the Bank itself placed under the control of a special committee set up for the purpose of
organising the new bank of issue.

By decrees of January 2oth and April 23rd, 1924, the zloty containing g /31 parts of a gramme of
pure gold was introduced as the new currency unit. The Statutes of the Bank of Poland were sanctioned
by another decree of January zoth, 1924. The Bank has a share capital of 100 million zlotys, of which the
Government holds as a result of allotments on subscriptions about 1 per cent. It is under the adminis-
tration of a Board of twelve members elected by the shareholders, and a President and Vice-President
appointed by the President of the Republic for 5 years. The Minister of Finance has the right of
vetoing (within three days) the election of any member on the Board. The chief manager and the other
members of the Executive Committee are nominated by the Board, but their appointment has to be
approved by the Minister of Finance. Members of the Diet, State officials and officers on the active list
are not elig ble to the Board or to the Executive Committee. ’

The Bank President can put a veto on any decision of the Board or the Executive Committee, but his
veto has to be approved by the Minister of Finance within three days. He may be dismissed by the Govern-
ment, but only after enquiry by a special commission. The Minister of Finance may appoint a permanent
Bank Commissioner to watch the interests of the State. The Commissioner has the right to attend
the meetings of the Board and the Executive Committee in a consultative capacity. »

The Bank must not make any advances to the Government except a limited credit opened in favour
of the Treasury in exchange for the privilege of note issue (for details, see below).

Ten per cent of the annual net profits are to be carried to the reserve fund until it reaches 2o per cent
of the share capital. Afterwards, 5 per cent of the net profits are to be reserved for this purpose until the
Teserve fund reaches 50 per cent of the share capital. From the remainder the shareholders receive a
dividend up to 8 per cent. If the net profits, after deduction of the allotments to the reserve, exceed 8 per
cent but not 12 per cent of the share capital, one-half of the amount in excess of 8 per cent is assi edpas
first super-dividend to the shareholders and the other half to the Treasury. Shou1£ the net roﬁén rove
more than sufficient for the above distribution, then one-third of the excess will be allotted lt) th l;!are'
holders as second super-dividend and the remaining two-thirds to the State, omes
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.Tl’.le B_.anl_< of _Pollanc}‘was opened on April 28th, the day before the National Loan Bank was closed and
put into liquidationl. The greater part of that Bank’s commercial assets, together with corresponding
liabilities. were taken over by the new Bank, which acts as liquidator of the old.

Metallic and foreign exchange reserves — Exchange policy :

The value in Polish marks of the gold reserve calculated on the basis of the London gold quotations
was 17,240 millions on December 31st, 1921; 171,682 millions on December 31st, 1922, and 82,639,932
millions on December 31st, 1923 % From a legal point of view, the gold and silver reserve accu;nula'tted'
for the account of the future bank of issue was the property of the Treasury, although it was deposited
with the Loan Bank to serve provisionally as metallic reserve of that institution. According to a Decree
of November 15th, 1921, they constituted a ‘‘ National Treasure” not to be used for budgetary
purposes, These reserves, therefore, were entered on the liabilities side of the balance-sheet of the Loan
Bank (and in group XV of Table 18 above) as a special deposit due to the Treasury. They consisted
mainly of gold and silver bought on the market ? by the Treasury (the necessary funds for these pur-
chases having been advanced by the Loan Bank in the form of notes), and, in addition; of Poland’s share
of the gold reserve of the former Austro-Hungarian Bank and minor amounts of gold and silver
received by the Government as a result of a national collection. 8.9 million marks of the gold reserve
shown at the end of 1922 and 1923 were pledged as guarantee for the 8 per cent gold loan of 1922 and,’
therefore, not at the free disposal of the Treasury. On the other hand, the Russian Soviet Government
had deposited with the Loan Bank, under the Treaty of Riga, a certain quantity of precious stones and
5 million gold roubles, which gold was not included in the reserve.

The silver reserve, as shown in the balance-sheets of the Loan Bank and in Table 18 above, was, like
the gold reserve, counted at the pre-war parity of the German mark, a calculation being made — when the
silver was not in coins — of the amount of German money which could be coined therefrom. A small
amount of foreign token coins, likewise included under I (b) in Table 18, was counted on the basis of the
face value of these coins. The value in gold marks of the reserve in silver and foreign coins calculated on
the basis of the London silver quotations was 21 millions on December 31st, Ig2r; 20.5 millions on
December 31st, 1922; 9.7 millions on December 31st, 1923, and 10.5 millions on April 27th, 1924. The
reduction of the reserve in 1923 was due to conversion of silver into gold.

The new Bank’s holdings of silver and token coins, only shown separately in its balance-sheet from
the end of October 1924, represent coins in zlotys or fractions thereof and are calculated at their face
value.

When the Bank of Poland was opened, it possessed a gold reserve of about 70 million zlotys, of which
20 millions were derived from share subscriptions, mainly by the Treasury for the account of the State
and State officials. The remaining 50 million zlotys were sold by.the Government against bank notesused
for the repurchase of mark notes in order to redeem part of the Treasury’s debt with the Loan Bank.
Of the gold reserve with the Loan Bank, which, mainly on account of the incorporation of the 5 million
gold roubles mentioned above, had increased to about 88 million zlotys, there thus remained about 18 mil-
lion zlotys, which were also sold to the Bank in instalments in the period May-July 1924. From the state-
ment on page 120, giving monthly figures for the gold and foreign exchange reserves in 1924, it will be seen
that the Bank continued its purchases of gold in the second half-year.

The foreign exchange reserve of the National Loan Bank * was composed as follows on the dates
given in Table 18:

MEp. (000,000's omitied).
End of: 1918 1019 1920 1921 1922 1923 April 1924
Foreign bank notes. . . 77 1698 4037  3,922.4 7,117  4,632,140.2  45,672,743.6
Balances abroad, etc. . . 784.5 2,459.6 3,956.4 24,088.5 98,0867 57,499,780.0 277,341,057.7

Total. .« 7922 2,629.4 4,360.x 28,0109 105,198.4 62,131,920.2 323,013,801.3
Valueingoldmarks . . . . . . . . . ... 49.3 41.4 154.2

1 In Table 18 above, the usual end of the March statement has been replaced by a statement of the final position of
the Loan Bank. _

? For further details, see Memorandum on Ceniral Banks, 1913 and 1918-1923, pages 286-288.

-3 It will be noted that the foreign bank notes which, in last year's Memorandum on Central Banks, were included in
group II of the table, in the present edition are grouped together with.the other foreign assets in group III in order te
make the figures of the old Bank directly comparable with those of the new Bank,
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i foreign bills. It is not clear from
the above statement includes small amounts of '
available returns whether the whole of the balances abroad shown for the years :19181921 ‘t‘ }f(:eL 2(1); ;hg frie
disposal of the Loan Bank 1. Moreover, the figures giyen _do fnot_repres:?:nré;t :otaﬁzfisdcaé the Loan B g:vé
especially in recent years, had considerable liabilities In foreign Currenc ! : )
stgtemegt. These Iiab}illities represented, on December 31st, 1923, 509 billion pa.per.ﬁ'{alks, i[cllms lela{.vmg
a net reserve of foreign assets of 11.2 billion paper marks, equivalent to only xo million gold marks or

3 1:3:)1‘1‘1:;(11: Itolfz send of 1923 there was a great acceleration in the dePrEaciatlon of.tI}e paper m'fxrk: Thel
dollar rate rose during December from about 3 million to about 6 million marl‘{'s, in the be;,gmnmg of
January 1924, the official quotation went up to 1o million marks and that of the “black bourse” to 15 mil-
lion marks. In order to check this collapse, the new Government threw the currency reserve of the Loan

Bank on the market. This action, together with the simultaneous f}ngncial reform measures, proved
successful, and by the end of January the dollar rate dropped to 9.35 million marks. The Loan Bank found
itself able to refill its currency reserve from the large amounts of foreign currency which re?.ppeared from
private hoardings. A further improvement of the exchange was, however, consld_er_ed undesirable, and the
Loan Bank again intervened, choosing as level of stabilisation the rate of 9.35 million marks to the doll.ar,
or 1.8 million marks to the zloty (gold franc), at which rate it declared itself prepared to sell and buy foreign
exchange without limit. This rate later became the legal rate of conversion and valorisation. Asa neces-
sary consequence of the above action, the Government had to loosen the foreign éxchange regulations
which still remained in force. In February, therefore, it granted permission to a number of large banks to
open accounts — 7.e. to receive deposits and grant credits'— in foreign currency within Poland. For
transactions with foreign countries the following restrictions are in force: the export and transfer of
foreign currency exceeding a certain amount is subject to a permit of the Ministry of Finance or certain
banks authorised by the Ministry to issue permits, and exporters are bound to sell to the Bank of
Poland or banks authorised by the Ministry their foreign balances created by the export trade.

The increase in the exchange reserve of the Loan Bank resulting from the action taken may be judged
from the following statement giving the reserve position in zlotys (000,000’s omitted) at the end of each
month in 1924:

The second item in

Balauces Sight Total Net
abroad, Liabilities Foreign Reservein
Gold Foreign in Exchange Gold and
End of Reserve Bills and Foreign Net Foreign
Bank Notes Currency Reserve . Exchange
National Loan Bank:
December 1923 . . . . . 67.9 5I.I 38.8 12.3 8o.2
January 1924 . ... 81.7 64.8 35.4 29.4 IIX.I
February SEEIRETIR 82.3 114.2 30.5 83.7 166.0
Mar'ch NI 83.9 147.3 59.1 88. 172.1
Aprl ... (a) 88.2 100.2 79.3 110.9 199.T
Bank of Poland:
May - 1924 . . . . . (b) go.4 214.2 2
2 . . 7.7 186.5 276.9
%ﬁlne RPN (c)gz.:1 257..0 59.9 - 197.1 289.2
"\ y . SRR 93.7 272.1 54.2 217.9 311.6
Sugtus b NI 93.3 2066.8 66.0 200.8 209.1
Oel: %m er MEEIRETIE 99.9 233.6 . 18.8 214.8 314.7
Nc ober SRR 100.7 241.9 14.4 227.5 328.2
ngem}?er Lo e 102.8 247.0 17.6 229.4 332.2
cembe ! ) " e )
r YL 103.4 269.0 14.9 254.1 357-5

(a) Including 19.5 million zlotys set asi ipti :
the Troasmmy and StZtc oﬂi'::s;;?:. to cover subscriptions on shares of the Bank of Poland for the account of

(8) Including 18.7 million 2lotys of Treasu
I il 1y gold not yet sold to,
(¢) Including 8.7 million zlotys of Treasury gold not };ret sold :ot’lcllfeBg:xll‘l.c.

———

L For further details, see A
2 12 zemmy e etal ee fMemorandum on Central Banks, 1913 and 1918-1923, page 289.
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. From tl_]e foreign exchange net reserve in the possession of the National Loan Bank, at the closing
(of its operations, an amount Of.IO7. 5 million zlotys was sold to the new Bank to serve for the redemption
of mark notes. The increase in the Bank’s reserve was due, infer alia, to receipts from share subscrip-
tions referred to above, purchases from the Government, including proceeds of the sale of precious stones
{(some 30 million zlotys), and purchases of the greater part of the exchange from the Italian loan
contracted by the Govermpent in March 1924, (From this loan the Government has received the equivalent
9f‘80 rr_ulhon zlotys, of which more than 60 millions were sold to the Bank). Of the Bank’s gross reserve
in foreign currency on December 31st, 1924, equivalent to 269 million zlotys, 25.1 millions were held
in-foreign bank notes, 5.5 millions in bills, and 238.4 millions as balances with foreign banks.

In February. 1925, the Government contracted, on the American market, a loan of $35 millions, to
be used in part in the productive State undertakings and, as for the rest, to be advanced to private
enterprises. A supplementary issue of $15 millions for the same purposes is to be made later in the
year.

Discounts, loans and advances of the Central Bank:

The composition of the loans and advances of the National Loan Bank to the Government up to
the end of 1923 is shown in the Memorandum on Central Banks, 1913 and 1918-1923, page 290. On
February 1st, 1924, when the issue of notes for the account of the Government was stopped, these advances
reached 2g1.7 billion marks, equivalent to 162 million zlotys, at which amount they remained unchanged
until the closing of the Loan Bank. This Government debt was not taken over by the newBank. According
to an agreement between the Ministry of Finance and the Bank of Poland, the last named was
entrusted with the liquidation of the National Loan Bank. The results of the liquidation on
December 31st, 1924, were the following: the receipts of the Bank of Poland arising from the taking
over and realising of the assets of the National Loan Bank amounted to 336 million zlotys, the
expenditures of the Bank of Poland were 494 million zlotys, including 320 million zlotys for redemption
of mark notes. The receipts derived from the realisation of the assets of the National Loan Bank
were credited to a special account of the Ministry of Finance included among the Government current
accounts in Group XIV (@) of Table 18. According to the first return of the Bank of May roth, 1924,
the Government. disposed of a balance on this special account of 132 million zlotys. This amount was
gradually withdrawn in bank notes used by.the Government for redeeming mark notes called in by
the Bank of Poland, the greater part of the State debt to the Loan Bank being thus cancelled. The
remaining portion of that debt amounting to 158 million zlotys was repaid mainly from the proceeds
of the sales of gold and jewellery received under the Treaty of Riga and from revenues obtained through
the issue of token money.

Under Article 52 (d) of the Statutes, the Government enjoys for the duration of the privilege of
note issue a non-interest-bearing credit of 50 million zlotys. Only the amounts actually drawn are
shown in the balance-sheets as advances to the Treasury. The Bank may not make other direct advances
to the State Treasury, “either to cover its current administrative expenditure or for investment pur-
poses ” (Article xx (b) of the Act of January 1rth, 1924). A stipulation in Article 6o of the Statutes
that “ the Bank may discount Government, municipal and mortgage securities, payable within three
months ", applies only when such securities are presented to the Bank by private holders; moreover,
the Bank is not allowed to issue notes against such discounts, {.e. include them in the cover for the
notes issued. These discounts, shown in the balance-sheets under the heading “ discount of securities
on term ”, are given under VI (3) in Table 18 above.

During the last months of its operations the National Loan Bank converted practically all its dis-
counts and advances on to a gold-franc basis, 7.e. they were repayable in marks according to the rate
of exchange for gold. The whole of the bill portfolio on a. gold basis — 170.7 million gold francs on
April 27th, 1924 — was taken over by the Bank of Poland, but only a small proportion of the advances
(about 1 out of 36 million zlotys). Compared with the discounts — mainly rediscounts — which constitute
the principal source of credit of the country, the Bank’s advances have been small. Under Article 58
of the Statutes, the Bank of Poland must only discount bills resulting from real commercial operations
and payable within not more than three months. It may deal directly with the public and may, subject
to the consent of the Minister of Finance, grant interest on deposits, but it is forbidden to buy shares
or to undertake mortgage business.

Circudation of Notes and Coins:

Prior to 1920, different currencies were circulating in the different parts of the country. In the
former German provinces the circulation consisted of German marks and in Galicia of Austrian kronen;



128 POLAND

in the former Russian domains both these currcncies circulated side by side with Ru§sum r'oubles' of
various issues and Ost-roubles. In the early months of 1920, however, a unification of fzhc Cqu}ulatwn
was undertaken, all these currencies being replaced by the Polish mark, which was declared the sole
legal tender in Poland. o

*" On March 1st, 1923, the Polish mark was introduced also in Upper Silesia as a legal currency, the
German mark being retained as a second currency and accepted at the rate of exchange of @he day. ‘The
collapse of the German mark in the course of 1923, however, caused that currency to disappear from
circulation, so that when the Polish mark became the sole legal .currency on November 1st, 1923, the
actual position was not modified. L. .

In addition to the notes outstanding on Deccmber 31st, 1923, .there were in cu'cul?.tlon 5,268,000
million marks in cheques originally issued by the National Loan Bank (and: mcluckd in Group XI.II
of Table 18) for the purpose of facilitating the settling of accounts between l_ndustnal and co_mmergal
undertakings, but used generally as currency. Thesc cheques were to be withdrawn from circulation
at the end of March 1924 and replaced by ordinary notes. o

After the stopping of the advances to the Government on February 1st, 1924, and the stabilisation
of the exchange, the note issues of the National Loan Bank were made chiefly for the purchase of gqld
and foreign exchange, but fresh issues werce also made in connection with an extension of the commercial
credits, and more especially the discounts, as will be seen from the following statement showing the
development of the principal mark accounts up to the closing of that Bank at the end of April 1924:

Advances Total of

Notes in  Drafts and Gold Foreign against the Dis-

. circula- Current Reserve  Exchange  Discounts Goods and counts
tion ©  Accounts  (000,000's Gross Securi- and

(000,000,000,000°s omitted) Reserve ties Advances

End of omitted) (000,000,000,000's omitted)

December 1923  125.4  84.7 55.— 62.1 20.6 20.7 41.3
January 1924 313.7 137.9 66.2 102.— 43.9 54.2 98.1
February » 528.9 - 135.2 66.7 I9X.1 67.2 83.2 150.4
Mar'ch » 506.2 185.9 68.— 249.7 138.7 8xr.2 219.9
April » 570.7 395.7 55.7 323.— 199.2 60.6 259.8

A decree concerning the change of the monetary system was issued on April 14th, 1924, which fixed
the rate between the old and the new currency at 1,800,000 marks to 1 zloty and declared both currencies
legal tender up to the end of June 1924. After this date, the mark notes ceased to be legal tender but
could be exchanged for zlotys at the Bank of Poland up to May 3xst, x9z5.

The new currency system outlined in the decree of January 2o0th was definitely laid down in the
decree of April 23rd, 1924. The zloty is to contain g /31 parts of a gramme of pure gold. It is divided
into 100 “groszys ”. Coins of the following values are minted: 100, 50, 20, and 10 zlotys in gold; 3, 2,
and 1 zlotys in silver; 50, 20 and 10 grosz in nickel; and 5, 2 and 1 grosz in copper. The gold coins are
legal tender for the payment of any amount, the silver coins for an amount not exceeding 100 zlotys
and the small coins for an amount not exceeding 10 zlotys. The silver coins are limited to 8 zlotys per
head of the population and the other coins to 4 zlotys, making a total of nearly 340 million zlotys. As
a temporary measure, until a sufficient quantity of token coins had been minted, the Finance Minister:
was authorised to issue, through the intermediary of the Bank of Poland, notes in denominations of
2 and 1 zlotys and under up to a maximum of 150 million zlotys. The notes of 2 and 1 zlotys which as
temporary substl_tutes. for silver coins serve as legal tender up to the value of 100 zlotys ,zu'e being
exchanged for coins since January 1st, 1925. Notes of 50 groszys and under were legal ’tenéer only up
to thg value of 10 zlotys and were replaced by token coins before February 1st, 1g23

The Bank of Poland, has the monopoly of issuing bank notes. These note; are ;mlimited legal
tender, and the Statutes lay down as a principle that they are to be freely redeemable in gold. This

provision, however, is suspended until further notice. The regulati 0 i i
is su ¢ . gulations governing the not
cover for the notes in circulation are the following: ¢ ? ¢ fssuo ang. the

“I. At least 30 per cent of the notes in circulatior ;
S 3 ation are to b i (a) gold;
{4) net balances in stable foreign currency; and (c) bills in stable forgi;(:vcﬁ:inlgz @ gold

“11. The remaining portion of the note circulation must

mercial bills, warrants, coupons, etc.; (b) silver counted at ih be oovered in full oy a) com-

e gold value; (¢) Polish silver



POLAND : 129

coins and other token noney, up to 5 per cent of the total note circulation; and () advances
to the Treasury not exceeding an amount of 50 million zlotys granted free of interest in
exchange for the privileges of note issue, etc.

“III. The note circulation is subject to a special tax of 1 per cent per annum when the
gold and gold exchange cover is less than 40 per cent of the circulation, of 2 /3 per cent when
this cover is between 40 and 50 per cent of the circulation, and of % per cent (1 /72 per cent
per ten days) when it exceeds 50 per cent of the circulation.”

The note issue was begun at the end of April. The total circulation, in terms of zlotys, since the
end of December 1923, has been as follows:

Zlotys (000,000's omitled)

State Bank Token notes Total cir-

End of {mark) notes notes and coins culation
December 1923 . . . . 103.3 — — 103.3
January 1924 . . . . 174.3 - — 174.3
February oL 293.8 — — 293.8
March oL, 331.2 — — 331.2
April Yoo, 317.1 —_ — 317.1
May oL .. 166.3 245.~ 28.7 440.—
June N 78.8 334.4 76.5 489.7
July oL, 19.— 394.3 117.5 530.8
August Yoo 10.1 430.3 123.1 563.5
September Yo, 6.~ 460.4 124.7 50I.X
October T 3.3 503.7 136.— 643.—
November L. 2.1 497.6 129.3 629.-
December " 1.8 - 550.9 123.1 675.8

In 1923, considerable quantities of dollar notes and other foreign currencies were in circulation,
which, in the course of 1924, were replaced by zloty currency. The exact amount of these foreign
currencies is not known but, according to a statement in the first report of the new Bank, tpey const.itutcd
the chief part of the circulation. In view of the difference in the probable circulation velocity of
the depreciating and the stable currencies, this does not, of course, mean that the latter performed
the greater or even an equal part of the effective currency services.
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Table 19. PORTUGAL
BANK-
Position in
ACCOUNTS
1913 1918 1919
ASSETS, .
I. Metallic Reserveat home . . . . . . . . 16.4 25.8 27.0
(@ Gold . .. ........... 7.5 8.6 8.6
(b) Silver and Token coins . . . . . . . 8.9 17,2 18.4
II. Other items of a Reserve or Cash nature . . | —_ — C—
III. Assets in and Claims on Foreign Countries . -— 3.I 2.4
(#) Gold Deposits abroad . . . . . . . — I.1 I
(8) Book Balances and Credits abroad . — 2,0 1.3
IV. Commercial Bills . . . . . . . .. .. . 16.2 47.97 57.0
(¢) Inland. . . . . ... ... ... — —_ -
() Foreign . . . . . ... ..... - — —
V. Securities and Investments . . . . . . . . 3.9 14.9 16.9
(@) Government . . . . .. .. ... — 4.5 6.2
(8) Other . . . . ... ... .... 3.7 10.2 10,7
VI. Loans and Advances. . . . . . e e 76.9 2419 3417
(@) tothe Government . . . . . ... 7%.4 230.4 332.8
() on Government securities . . . . . . s
(¢) Other . . . . . ... .. ... 53 3 -2
VII. Sundries (including Premises, etc.). . . . . 3.6 3.2 10.5
VIII. TotalAssets . . . . .. ... ...., 116.8 336.2 455.5
LIABILITIES
IX. Capital . . . . .. . ... ... ... I3.5 X3.5 I3.5
X ReserveFunds . . . . ... ...... 3.6 3.5 35
XI. Profit and Loss and Dividends Accounts etc. 2.3 3.1 3.I
XII. Notes in circulation . . . . . . . . ... 86.6 273.8 370.6
XIII. Post Bills, Cheques, etc., in circulation . . . —_— — —_
XIV. Current Accounts . . . . . . . e e e 0.I- 1.6 17.6
(@ Government . . . ... ....,. — 0.4 °.3
(9 Other . . . .. ... ...... o | 1.2 17.3
XV. Other Deposits . . . . . .., . ..., 7.4 32.0 . 37.2
(a) Government . .. .., ... .. 2.7 14.6 13.7
(&) Other . . . . .. .- .. ... 7], 17.4 23.5
XVL Sundries (including Pension Funds) 3.3 8.7 10.0
XVIL. Total Liabilities. . ., . . . ... .. . . 116.8 336.2 455.5°
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PORTUGAL Table 19.

OF PORTUGAL

Escudos (000,000’s omitted) at the end of

1920 192X 1922 1923 March June Sept. Dec.

1924 1924 1924 1924
27.6 27.3 26.8 13.3 13.2 9.5 9.6 9.5
8.6 8.6 8.6 8.6 8.6 8.6 8.6 8.6
19.0 18.7 18.2 4.7 4.6 0.9 1.0 0.9
24.0 57 53.1 59.I 324 48.1 416 88.8
I, I.I I I I, 1 I.I 1.1 I.I 1.1
22,9 4.6 52.0 58.0 31.3 47.0 40.5 87.7

139.I 119.8 I42.3 153.6 164.7 181.0 163.5 1534

18.5 22.1 26.0 26.0 387 38.7 .38.5 38.7
8,6 13,0 17.1 17,1 30.0 30,0 30,0 30.0
9.9 9.1 8.9 8.9 8.7 8.7 8.5 8.7

523.4 674.2 996.9 1,438.4 || 1.496.8 | 1.579.2 |- 1,730.0 | L,71I5.9

510.3 662.8 946.4 1,337.4 1,382.7 | 1,434.9 { 1,530.4 ( I,696.0

13.1 1.4 50.5 1010 fi 114.1- 144.3 199’.6 19.9

11.6 227 | 159 53.x |- 386 279 443 215.1

744.2 871.8 | 1,261.0 1,743.5 || 1,7844 | 1,884.4 | 2,027.5 | 2,2214

13.5 13.5 13.5 13.5 3.5 13.5 135 135

37 39 42| 4.1 51 51 51} 34
5.6 6.5 7.3 10.2 8.5 16.1 23.0 12.3
611.0 736. 1,054.X| 1,419.9 || T.491.2 | 1,580.7 | 1,662.0 | 1,762.6
572 | - 135 31.3 71.3 68.6 103.2 165.3 42.0
0,2 — 0.4 0.5 0.4 0,1 — 2.6
57.0 13.7 30.9 70.8 68,2 103,1 165.3 39.4
41.5 75.9 88.3 95.9 I0I.X 8o.0 83.9 127.4
15.4 22,1 29.4 43.5 43.7 45.0 . 43.5 43.8
26,1 53.8 58.9 52.4 574 35.0 40.4 83.6

I1.7 214 | - 62.3 128.6 96.4 858 | 747 260.2
744.2 871.8 | 1,261.0 1,7435 || 1,784.4 | 1,884.4 | 2,0275 | 2,2214
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NoOTES

Metallic reserve and Joreign assels.

The gold deposits in group III (a) of Table 19 above, shown in the balance sheets of the Bank of
Portugal as deposits with the Bank of England, would appear not to be actually disposable. .

The decrease in the silver reserve in 1923 and 1924 was due to the demonetisation and sale of the
coins of which it was composed. This was mainly done for the account of the Government in conformity
with special Conventions of June 7th and December 22nd, 1923, based on the Laws of_ May 15thand Nox{em-
ber 28th of the same year. The Government bought from the Bank at par 14 million escudos of silver
coins, which were afterwards demonetised and pledged with the Bank as security for special advances

see statement below on the State indebtedness to the Bank). These advances were limited to the actual
paper value of the silver contained in the coins as fixed at the end of 1923 on the basis of the London
quotation for silver and the Lisbon exchange rate on London, 7.e. 160.8 million escudos. By January
231rd, 1924, they had been exhausted. By Decree of February 11th, however, these advances were incor-
porated in the uncovered State debt to the Bank. The silver was released and placed at the free disposal
of the Government. Later in the year it was exported to London to serve as collateral for a loan granted to
the Portuguese Government by certain British banks.

Under a Convention of March 24th, 1924, the remaining silver reserve at a face value of 3.6 million
escudos was demonetised for the account of the Bank in the middle of April and has since then not been
included in the metallic reserve *. At the end of the year, the greater part of this silver was used for
purchase of foreign (mainly United States and Swiss) Government securities which the Bank is entitled
to include, together with .its exchange holdings, in the metallic reserve for the note circulation. The
;rcx;g:':}t of such securities included in the foreign exchange reserve in group III (b) of Table 1g is shown

Escudos (000,000’s omitted)
March June Sept. Dec.

End of 1913 1918 1919 1920 1921 1922 1923 1924 1924 1924 1924

Foreign bills and balances abroad . . . . . — - — 212 2 8.6 8
Foreign Government securities . . . . . , — 2~ 13 :.7 ;g 43' 4 5;? 21' 5 4g§ 3;; gg.']
. 0 . . . Q20 ., - o

Total. . .. — 2~ 13 229 46 s2.- 58— 3n3. 47— 405 877 -

The export of capital from Portugal and dealings in fore; ; '
. ) gs in foreign exchange are subject t a-
tions, a detailed G_ovemment control of all such operations of the ban%(s and otﬁgr auc;hs:‘;;:;fl gii‘l]irs

,Which,unglet the Convention of December 2gth, 1g22, grants ad-
) _ limits fixed in other laws and

in the foreign correspondents’ accounts on the ass i i bilities

r ets side and in t1 ndry unts on the liabiliti

side of the balance sheet. In order to avoid double in, d N Sindry accounts on the lia 11]],‘1t1
thy cou 3 its hav n uded from

19, which accounts for certain discrepancies betweenntthet.\gﬁrel eposxtws “ve been excluded fro i e

rohuns of the ' ge reserve as shown above and in the

1 The amounts shown under 1(5) i
copper coins. (9) in Table 19 at the end of June, September ang December represent nickel and
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Indebtedness of the State to the Bank of Portugal :
The State indebtedness to the Bank as shown under VI (@) in Table 19 was composed as follows:

Escudos (000,000’s omitted)
March une Sept. Dec.
L ot Esr;ltof Igtg 1918 1919 1920 Ig92r 1922 1923 1924 11924 1924 1924 -
1. Loans to the e 17, 220~ 300~ 498~ 620~ 860.— ,X64. . - - 5=
2. Treasury bills dis- 4 I643 X164 1328 33 h3%

counted. . . . . 77 47 152 6.2 19~ 15 -
3. Treasury current ? 9 7 =7 h e e
accounts . . 27.2 597 176 6.1 23.8  26.3 22.9 16.2 21.7 13.3 119

4. Guaranteed ad-
vances to the

Treasury . « . . 18.9 —_ — —_ — 2 6 8. 3 . -
5. Advances against 44 4 »7 72 réo-2 338
demonetised silver — - — —_ = - 100.— 160.8 - _ —
Total . . 714 2304 3328 5Y0.3 6628 0464 1,337.5 1,382.7 14349 T1,530.4 1,506.8

The “loans to the State’ have been accorded by the Bank, since 1918, on the basis of a Law of April
29th of that year, the initial amount having been subsequently increased by later conventions approved
by Parliament. As “collateral” for these loans, which, in distinction from the discounts of Treasury bills
and the advances to the Treasury on current account, constitute the counter-value of the fiduciary note
issue, the Government has handed over to the Bank bonds of the 3 9, internal State debt. According toa
Decree of March 17th, 1924, the conditions of the amortisation of the State debt to the Bank are to be
regulated by a special convention “which will be carried into effect only when the State budget gives
a surplus in favour of the Treasury”. Five-eighthsof the interest on the aboveloans are to be transferred
to an “amortisation fund” established in 1915, which will ultimately be used for the amortisation of the
Government debt to the Bank. Under the Decree of March 17th, 1924, 20 % of the Government share in the
Bank’s profits shall, in addition, be paid into that fund which is included in the deposits in group XV (a)
of Table 19 and is entirely invested in Government securities constituting the whole of group V (a) of
the Table.

The “guaranteed advances” shown as the fourth item in the statement above represent, since 1922,
the advances granted to the Treasury against the foreign bills surrendered to the State by exporters as
explained in the preceding section. The figure on December 3ist, 1924, includes in addition 8.3 million
escudos, representing other guaranteed advances. The advances against demonetised silver are explained
in the preceding section.

Note civculation:

The note issue of the Bank of Portugal is regulated by the Law of April 29th, 1918, modified by a
number of later conventions. According to this law and subsequent conventions, the Bank is entitled
to make the following issues:

(z) A fiduciary issue corresponding to the amount of the “loans to the State” shown
as the first item in the detailed statement in the preceding section; .

(2) Additional issues for the account of the State against equal amounts of foreign bills
deposited with the Bank by the Government in conformity with the Convention of December
2gth, 1922 (fourth item in the detailed statement above);

(3) An amount equal to the aggregate face value of the silver coins held by the Bank;

(4) - Other issues covered by: (a) the gold reserve; (b) the deposits with the Bank of England;
(¢) the balances with foreign correspondents; (d) the foreign Government securities considered

. as being equivalent to gold (see detailed statement on page 132 above); and (¢) “the balances
of the commercial operations” represented by assets easily realisable within a period of three
months (i.e., mainly the bills discounted).

According to the Law of April 2gth, 1918, the total of the four items (a) to (d) in group (4) shall
“as a rule”” represent 30 9% of the note circulation apart from the above issues under (1), (2) and (3).
This percentage is allowed, however, to fall to 15 %,.

(For details concerning the deposits and the discounts, loans and advances other than those granted
to the Government, see Memorandum on Central Banks, 1913 and 1918-1923, pages 297-300).




Table 20. ROUMANIA
ACCOUNTS
1913 1918 1919
ASSETS.
I. Metallic Reserveathome . . . . . .. 152.8 0.2 L5
(@@ Gold . . ... ......... 1515 - L3
(8) Silver and Tokencoins . . . . . . L3 0.2 0.2
II. Other items of a Reserve or Cash nature . — — —_
III. Assets in and Claims on Foreign Countries 56.5 842.5 | 1,076.2
{(2) Gold Deposits abroad . . . . . . —_ 493.7 493.7
(5) Book Balances and Credits abroad . 56.5 348.8 | 5825
IV. Commercial Bills . . . . ... .. .. 207.7 40.5 158.8
(@ Inland . . .. ... ...... 207.7 70.5 r58.8
(8) Foreign . .. ... ...... — — -
V. Securities and Investments . . .". . , . 33.0 I75.4 110.2
{¢) Government . ... ...... 33.0 I75.4 110,2
(B Other. . . ... ........ — — —
VI. Loans and Advances . . . . . .. ... 103.5 { 2,I14.6 | 3,953.6
(@) tothe Government . . ... .. 12,8 | 1,608,9 | 3,826,2
() on Government securities . 77.2 74.6 117.2
(¢) Other. . ... .. ... ..... 13.5 431.1 10.2
VII. Sundries (including Premises, etc.) . . . . 39.0 153.X 822.6
VIIL. Total Assets . . . ... . .. ... 5925 | 3,352.3 | 6,1229
LIABILITIES
IX. Capital . . ... ... ....... 12.0 I2.0 12.0
X. ReserveFunds . . ... ....... 42.1 65.2 77.X
XI. Profit and Loss and Dividends Accounts — — —
XII. Notes in circulation . . ... ... .. 437.2 480.x | 4,215.0
~ XIII. Post Bills, Cheques, etc., in c1rculatlon .. —_ —_ —
XIV. Current Accounts . . . . .-. ... .. 59.1 346.7 953.3
(#) Govenment .. ..., .... ., — — —
(8) Other. . . ... ........ —_ —_ —
. XV. Other Deposits . . . .. .. ..... —_ — —_
(@) Government . ... .. ..., — — -
(6) Other. . . .. ... ...... — ~— —
XVI. Sundries (including Pensions Funds, etc.) . 42.1 439.3 865.5
XVIL. Total Liabilities . . . . . . ... ... 592.5 | 3,352.3 | 6,122.9




~—135-_

ROUMANIA Table 20.

NATIONAL BANK OF ROUMANIA,

Position in Lei (000,000’s omitted) at the end of

1920 | 1921 1922 1923 March | June Sept. Dec.

1924 1924 1924 1924

2.0 2.0 40.0 127.7 I33.5 138.0 137.2 147.7
1.7 . 1.7 39.3 127.3 132, 8 132.8 134.8 134.8
0.3 0.3 0.7 0.4 0.7 5.2 2.4 12.9

11952 | 1,010.8 | 1,561.8 | 1,704.6 || 1,704.6 | 1,704.6 | 1.747.2 | 1,757.x

493.7 493.7 493.7 428,1 428,1 428.1 428.1 428.1
701.5 517.1 1,068,1 1,276.5 1,276.5 1,276,5 1,319,1 1,329.0
702.5 | 1,829.6 | 3,808.5 5,864.1 5,935.6 | 6,073.8 | 6,506.8 | 7,573.0
702,5 1,829.6 3,808,5 5,864.1 5,935.6 6,073.8 6,596.8 7,573.0
126.0 55.0 54.9 46.7 412 | - 385 38.2 55.3
126,0 55.0 54.9 46.7 41,2 38.5 38.2 55.3

8,436.1 | 12,700.9 | 12,895.2 | I1,661.2 |11,640.9 |11,699.8 |11,707.7 |11,575.3
8,225.8 | 12,421.9 | 12,406.6 11,184.0 11,1981 | 11,190.4 | r1,179.8 | 10,892,8
200.7 253.4 312.5 420.4 430.5 484.1 5110 519.2
9.6 T 25,6 176.1 56.8 12,3 25.3 16.9 163.3
1,747.0 | 1,029.7 647.8 1,027.7 1,141.8 | 1,235.x | 1,260.6 | I1,263.7
12,208.8 {16,628.0 {19,008.2 | 20,432.0 }20,597.6 | 20,889.8 |21,487.7 |22,372.1

12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0
75.1 97.9 124.5 177.3 I5T.4 175.8 175.8 197.T
R —_ — — 16.0 16.0 —

9,485.6 [13,722.2 |15,162.1 | 17,9168 |[17,832.2 |17,728.6 |18,871.2 |19,356.4
889.1 | 1,892.3 | 2,267.4 523.8 627.9 761.1 181.2 783.2

1,747.0 903.6 | 1,442.2 1,802.1 1,074.I | 2,196.3 | 2,23T.5 | 2,023.4
12,208.8 {16,628.0 {19,008.2 | 20,432.0 1120,597.6 |20,889.8 }21,487.7 |22,372.1
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NoTES.
Gold reserves at home and abroad:,

In the early days of the war, considerable amounts of gold paid by‘the belligerent countries for
imports of cereals, etc., from Roumania accrued to the reserve of the Natlonal Bank, the greater part
of that gold being retained as a deposit in the German Reichsbank and thé Bank of England (see Table IV,
Vol. I). Soon after Roumania’s entrance into the war in 1916, the gold reserve at home was removed
to Moscow and has not been at the actual disposal of the Bank since the Bolshevik revolution. At the
end of 1918, the Roumanian gold reserve at home only amounted to 6,450 lei. The increase in subse-
quent years has been derived from:

(a) purchase of the gold received by the Roumanian Government as a result of the distribution
of the reserve of the Austro-Hungarian Bank;

(8) transfer of 65.6 million gold lei from the gold deposits in Germany released in the beginning
of 1923 (see Table IV, Vol. I); :

(¢} purchase of the production of the State gold mines and of gold on the open market.

Foreign assels of the National Bank:

The foreign exchange reserve, shown under III (3) in Table 20 above and in Table V (Vol. I), which
is legally considered as part of the metallic reserve for the note circulation, consisted in 1913 of foreign
gold bills. The amount shown at the end of 1918 includes, in addition, certain credits granted by the
Allied Governments, and more especially the British Government, to the Roumanian Government,
which had ceded them to the National Bank as “ metallic ¥ cover for the notes issued on behalf on the
State. These credits were given mainly in the form of deposits with the Bank of England of special
British Treasury bonds not bearing interest for the account of the National Bank of Roumania; a minor
part was given simply in the form of a credit inscription in the registers of the British Treasury. Accord-
ing to the various conventions between the National Bank and the Roumanian Government concluded
in 1917 and 1918, the Government engaged itself to “ replace these British State obligations by actual
sterling deposits in London effected from the first sums which may be at its disposal abroad and not
later than within ten months after the conclusion of peace, which deposits shall be at the free disposal
of the National Bank.” The foreign Government credits, which are counted at the rate of 25.22 lei
ts; the g)ound, would appear to have constituted the major part of the Bank’s foreign assets at the end
of 1918. .

. Since 1919 the Bank has been authorised to add to its metallic reserve such amounts of Roumanian
. gold Treasury bonds * as were required to maintain a fictitious ratio of 33 1/3 % “metallic” cover
for the note circulation prescribed by the Statutes. In various conventions with the Bank, the Govern-
ment has engaged 1tse1'f to replace these Treasury bonds by the proceeds of the first foreign loan which
it would be able to raise for the purpose of improving the currency, but up to the end of 1924 neither
the above British obligations representing credits not actually disposable nor these Treasury bonds had
been exchanged for liquid foreign assets. These items are not given separately by the Bank, but are
5310wn 1In its returns together with the foreign bills and the balances abroad under a single ’heading:
Foreign balances,_ bills of exchange and gold Treasury bonds.” For the purpose of the present Memoran-
dum, however, estimates have been made of the amounts of the Roumanian Treasury bonds included
in this account on the various dates given in Tables 20 and V {Vol. 1), which amounts have been
excluded from these tables. The Treasury bonds thus excluded have beel'1 handed over to the Bank.
as collateral for part of the advances to the State shown in the detailed statement belo d.d t
themselves represent any additional indebtedness of the State.! W and done

1 The character of these Treasu i ;
. ry bonds and the meth i i ined i i
in the Memorandum on Cenival Banks, 191 3 and 191 &zgz;d;:g;‘vggsg:? eulating their amount sce explaiaed ia detad
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State indebtedness lo the National Bank:

The sums shown under V (a) in Table 2o represent investments of the capital and certain reserves
of the Bank in public securities, the sums given for the end of the years 1918-1g20 including, in addition,

certain amounts of Bdnca Generala notes (for details see below) held by the Bank. Theloans and advances
to the Government were: composed as follows:

Lel (000,000's omitled).
March  June  Sept. Dec.

End of I9I3 1918 I19I9 1920 1921 1922 192
Loan to the State free of ’ s ’ %3 o o o 1o

interest (xgox) . . . . . 12.8 8.~ 8- 8.~ 8.~ 8.~ 8.~ 8.~ 8.~ 8.~ 8.~
Advances to the State for
budget purposes . . . . — I,506.1 3,792.8 4,092.7 5,281.4 §5,282.9 4,073~ 4,073~ 4,051.— 4,046.4 3,76L.4

Advances to the State for

the unification of the

CUITENCY. « o 4 v o o o — —_— — 4,098, 4074+ ,026, ,026.~ 7,026~ 7,026~ 7,026~ 7,026.—~
Advances to the State for -4 3 Toned 7 77 7 4 7 ¢

the account of the Loan

Burcaux for Agriculture

and Industry. . . . . . — 4.8 25.4 26.8 58.1 89.~ 77~ 9r.I 105.4 99.4 97.4

Total . . . . 12.8 1,608.9 3,826.2 8,225.8 12,421.9 12,406.6 11,184.~ 11,198.1 I1,190.4 11,179.8 10.892.8

The first item in the above statement represents the unpaid balance of a loan of 15 million lei which
was granted to the Governments free of interest in xgor. Of the various advances included in the
second item, there were granted free of interest: (x) 114 milliard lei under a Convention of May 1zth,
1919, partly for the withdrawal of Bdnca Generala notes in circulation but mainly for other needs of the
State; (2) about 400 million lei (forming part of the second “currency-unification advance” of January
5th, 19271) utilised for “ urgent needs of the State railways and the Army”; (3) r milliard granted in
October of the same year to cover the budget deficits. This last advance, however, bore interest of
% % p-.a. after December 31st, 1920. The various advances made in the years 1914~1918 at 1%4~4 %
were combined under a Convention dated February 6th, 1919, into a single advance of 1.6 milliard lei
at 1 %. Most of the remaining advances granted (in the course of the years 1920 and 1921) for various
budget purposes were subject to an interest of 1%49% p.a. In 1923 and 1924, the Government repaid-
the greater part of the advances which were subject to an interest of more than 14 % p.a.

. The advances constituting the third item in the above statement were granted free of interest in
two instalments for the purpose of the conversion of the kronen, rouble and Bénca Generala notes (see
section on note circulation). The decrease in these advances by nearly 50 million lei in 1922 was due
to the cancellation of that amount in exchange for part of the Austro-Hungarian gold ceded by the
Government to the Bank. .

Since the end of 1923 all advances to the State, except those shown at the bottom of the above
statement, have been free of interest. The State, however, pays a commission to the Bank to cover
the expenses of printing the new notes by which those issued for the account of the Government have
to be replaced from time to time.

The Conventions of June 11th, 1920, and January 5th, 1921, concerning the advances for the unifica-
tion of the currency contain provisions for the regular amortisation of the State debt to the Bank, which
provisions, however, have not been carried into effect; nor has the draft convention for the final consolida-
tion of the debt which was under discussion in 1923 (cf. Memorandum on Ceniral Banks, 1913 and 1918-
1923, page 308). But on May 24th, 1925, a general meeting of the shareholders approved a convention
dated the 1gth of that month providing for:

(@) the creation of a regular sinking fund for the amortisation of the above debt in 135 to 20 years
from January 1st, xg26;
(b) the parallel withdrawal of a corresponding amount of notes from circulation;
(¢) the fixing of a maximum limit for the note circulation corresponding to the actual circulation
on December 31st, 1924;
(@) the strengthening of the Bank's fund for purchase of gold with a view to improving the cover
" for the notes.

The above sinking fund is to be formed by the proceeds from certain taxes (such as the taxes on
luxury goods and business turnover), the Government’s share in the profits of theBank and certain other
State revenues.
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other convention of the same date, the basic regulations for the operations of the Bank have
beeuBn)':oTil;ﬁed in connection with the extension of the privilege of note issue to Pecember 31st, 1960.
Under the new regulations which, subject to the approval of l?arhament, will come into forcc:1 on {anuagy
1st, 1926, the Bank will be permitted to discount Treast_lry bills up to_ an am.otmt corresponding to 2;) /3
of the capital (simultaneously increased to 100 million lei) and by Pubhc securities or securities guaranteed .
by the State to an amount not exceeding the total of the capital and the reserves. )

The advances shown at the bottom of the statement above are not considered as forming part of
the State debt to the Bank and are not concerned by the above convention. They represent State
credits to agriculture and industry, made through the intermediary of the local loan bureaux of the
State. These advances are granted against collateral supplied by these loan bureaux. They are subject
to an interest of 3 % p.a. and their aggregate amount may not excede 300 million lei, ¢.¢. the amount
of the credits opened to the State for this purpose. )

The various advances shown above represent only that part of the State indebtedness to the Bank
which has been contracted directly by virtue of laws and conventions: There is, in adghtlon, an indirect
State debt to the National Bank concealed in the commercial portfolio, for in the middle of 1921 the
Minister of Finance made an arrangement under which certain creditors were enabled to discount their
claims on the Treasury with the Bank through the agency of the commercial banks. There is, however,
no information available concerning the exact amounts of these discounts with-the National Bank.
According to a statement in the annual report for 1924, the increase in the commercial portfolio during
that year was due to an extension of the industrial credits with a view to obviating unemployment and
for financing the sale of the petroleum royalty of the State.

Nole circulation :

The increase in the nole circulation in the years 1919-1921 was in part due to the conversion of
kronen and rouble notes and of the lei notes issued by the Bdnca Generala during the German occupation
in the years 1917and 1918 to an amount of 2,173 million lei. A summary of the decrees under which these
conversions were effected, together with detailed statements of the amounts of kronen and rouble notes
converted, are given in the Currency Memoranda for 1922 and 1923. The resulting increase in the State
indebtedness to the National Bank is shown in the statement given in the preceding section.

According to the pre-war regulations, the notes in circulation had to be covered to the extent
of at least 33.3 % by the metallic reserve. By subsequent amendments to the banking law, the
Bank was authorised to include a certain amount of foreign bills and foreign credits in the
metallic reserve, and has been entitled since 1919, as already mentioned, to add a sufficient
amount of Treasury bonds to its metallic reserve to maintain the above proportion of * metallic ”
cover for the notes in circulation. Until the withdrawal of the notes issued for the account
of the State has been completed and as long as the notes remain inconvertible, the metallic reserve may,
according to the second Convention of May 1gth, 1925, consist of bills payable abroad and Roumanian
State bonds payable in foreign currency to the extent of 50 %, the remainder to consist of gold, The
metallic reserve as defined above will serve as cover only for the notes issued in excess of the State debt
to the Bank, which notes must not exceed four times the value of the reserve. As long as the notes
remain unredeemable, the total note circulation must not exceed that of December 31st, 1924. The
withdrawal of notes is to be effected in connection with the repayments on the State debt mentioned
in the preceding section. The amount of notes to be withdrawn will be fixed by agreement between
the Minister of Finance and the National Bank at the end of each year in proportion to'the payments
made into the sinking fund and “ under consideration of the