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PREFACE

~N

TrE aim of the present book is to deal with inter-
national gold movements mainly from a practical
point of view. It is the first book devoted exclusively
to this subject, and the first attempt to go into its
technical details, especially as regards gold points of
the principal exchanges since the war. The informa-
tion it contains has been collected by the author in the
course of his six years’ experience as Foreign Editor
of The Fsnancial News, by means of direct contact
with bankers, foreign exchange dealers, and bullion
brokers. The author wishes to express his gratitude to
the great number.of experts who have been of assist-
ance to him, but the nature of a great part of the
information published makes it impolitic for him to
disclose its sources. ,

Part of Chapter VI. has been published in the
March, 1927, September, 1927, and December, 1928,
issues of The Economic Journal, and in the December,
1927, issue of The Banker, while small parts of most
chapters appeared anonymously in the *“Lombard

v
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Street” column published daily by Tke Financial News.
The author wishes to thank the Editors of these pub-
lications for authoﬁsing their reproduction. His thanks
are also due to Mr. F. Whitmore, B.Com., for his
assistance in the revision of the proofs.

P. E.

20 BisHOPSGATE, E.C.,
March 1929.



CONTENTS

CHAPTER 1
INTRODUCTORY . . .
CHAPTER I1
CoMMERCIAL TRANSACTIONS
CHAPTER III
BpeciaL TrANSACTIONS .
CHAPTER 1V
Causzs or GoLp MOVEMENTS.
CHAPTER V
Errzcts or GoLp MovEMENTs
CHAPTER VI
GoLp PoIxTs . . . .
CHAPTER VII
S8tamistics or GoLp MovEMERTS .
CHAPTER VIII
THE Post-Wak GoLp StTaNxpaRD .
CHAPTER IX
Fururz or GoLp MovEMENTS .

vii

PAGH

12

22

32

68

69

82



Dhananjayarao Gadgil Library

A R A

GIPE-PUNE-007989

INTERNATIONAL
GOLD MOVEMENTS



vii ~ INTERNATIONAL GOLD MOVEMENTS

APPENDICES
I. GoLp PoinTts oF THE PRINCIPAL ExCHANGE;s
II. OpEn MarkET GoLD’s IMPORT AND ExPOoRT POINTS
IIL. Cost oF Gorp TRANSPORT BY AIR

IV. Bavk oF EncLaND’S GoLp TRANSACTIONS ON
ForeIieN ACCOUNT

V. GoiLp IMPoRrTS AND EXPORTS

VI. OriciN AND DEsTINATION OF GoLp IMPORTS AND
ExPorTs SINCE 1925 .

PAGE

91
106
108

109
111

113



APPENDIX 1
GOLD POINTS OF THE PRINCIPAL EXCHANGES

Taz calculation of gold pointa is, in theory, a matter of simple
srithmetic. In practice, however, it presents s number of
difficulties, many of which can only be overcome by means of
direct experience gained through actual gold shipments. The
changes in the factors that determine gold points and their
instability, as well as the existence of unknown factors, have
rendered the calculation of gold points rather difficult and un-
reliable. (Vhile before the war the approximate figures of the
gold points of currencies on a gold basis were a matter of general
knowledge, at present the number of exchanges the gold points
of which is known at least approximately, is very small.jMany
countries which have returned to a gold basis havehot an- _
nounced. the official buying pnce of gold. The selling pnce of
gold has little practical meaning, from the point of view of
international gold movements, in the case of countries which
have adopted the gold exchange standard. As the only kinds
of gold shipments made to and from these countries were
either special transactions or purchases for industrial purposes,
made without regard to gold points, arbitrageurs had no oppor-
tunity to ascertain all factors determining the gold points.

Freight rates are fairly definitely settled in certain relations,
while in other relations in which there have not been many
shipments since the war they are a matter of negotiations. The
keen competition between air lines and shipping companies for
gold shipments between London ang continental centres results
in frequent change of freight rates.([t is useless to ask transport
enterprises for the quotation of freight rates for such relations
unless and until there is an actual shipment)

o1
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Insurance rates are also subject to frequent alterations.
They largely depend on the quantity shipped on a single boat,
which is not known in advance. Occasionally special arrange-
ments are concluded (“floating policies™) between banks and
insurance companies for the insurance of a certain amount of
gold if and when shipped, but in the majority of cases the rate
is subject to fluctuation. The amount insured is also an item
with regard to which there is no uniform rule. It is a popular

habit to over-insure gold shipments to an extent of 5 to 10 per *

cent. While the approximate extent of over-insurance is com-
paratively settled for shipments to the East it varies widely
according to firms as to shipments between London and I\ew
York or London and the Continent.

As to loss of interest, it was mary in pre-war text-
books to take the Bank Rate for basis(In normal circumstances,
however,Gf the shipment is financed in London,)the rate of
interest is slightly under the Bank Rate, while in most other
centres it is slightly over the Bank Rate)For banks possessing
liquid resources to finance the shipment, it is largely a matter
of individual opinion how much they want to earn on their
funds thus used.dt 18 becoming an increasingly popular method
to leave out interest altogether from the calculation of the cost
of shipment, and to express the profit on the transaction in
terms of percentage representing the yield of the capital used
for financing the shipment) For shippers possessing no idle
reserve, the item of interest is determined by the rate which
they are able to obtain for their funds if they use them in the
Money Market. If the shipment has to be financed with the
aid of borrowed funds the rate of interest is determined, of
course, by the rate at which the shippers are able to borrow.
The time of shipments for which the loss of interest is calca-
lated is a factor which leaves wide scope for the difference in
the temperament of arbitrageurs. If they are speculative they
take the minimum time without allowing for the possibility of
adverse circumstances which may delay the transport. If they
are conservative, they leave a safety margin for possible delay.

There are also incidental expenses, such as the cost of trans-

» port from the central banks to the boats where such costs are

LY
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not included in the freight rate quoted, or packing whenitis not
done by the central banks, gratuities, and other small outlays.
They can only be estimated approximately, and even the most
expenencedambmumexposedtomrpnsesmthmrespect.

It may be seen from the foregoing that it is impossible to
make calculations of gold points which can claim to be valid
for any length of time. For this reason the calculations in-
cluded in this Appendix are meant to be only formulae sub-
ject toadjustment when the factors determining the gold points
change. To facilitate the adjustment of the gold pointa thus
calculated, the extent to which they are modified by the
dl?u of their factors is also indicated.

n our calculation it is assumed that the shipment is made
in the most favourable circumstances. Thus nothing is allowed
for brokerage, as it is assumed that the transactions are carried
out either by firms having offices in both centres, or by two
firms working on joint account. The freight is calculated on the
basis of the lowest quotation obtainable at the time of writing.
The rate of insurance is the normal rate quoted for shipments
involving no exceptional risk. The amount insured is the pur-
chase price plus expenses, increased to the nearest round figure.
The rate of interest is in every case 5 per cent (apart from the
pre-war gold points of the dollar), but there are tables to
indicate the modification of gold points with the change of the
rate of interest. Nothing is allowed for possible abnormal delays.
It is also assumed that the shipment is financed in the market
where the rate of interest is lower, and that it is a genuine
exchange transaction, so that there is no need for covering the
exchange risk by forward exchange operations. It would be,
indeed, impoesible to allow for the cost of the forward exchange
transaction, owing to the great vanety of the possible for-
ward rates)

The most important gold points are, of course, those of the
sterling-dollar exchange. Owing to the frequency of gold ship-
ments between London and New York, these are the best known «
gold points. Freight rates are now stabilised at 3. per £100.1%

ntamdonatthmpre—mﬁgunofﬁ per £100. —
The buying and selling price in the United States is identical) <
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at $20-67183 per ounce of fine gold, while the Bank of Eng-
land’s buying price is 84s. 9-81818d. and its selling price is 84s.
11-45455d.

For the sake of comparison, we give below the calculation
of the gold points of the dollar before the war and immediately
after our return to the gold standard:

100,000 fine ounces of gold at 84s. 11-45455d. £424,772 14 7
Freight, 3s. 9d. per £100 for £424,800 . 796 10 0
Insurance, 9d. per £100 for £428,000 . 160 10 O
Interest, 4 per cent for 8 da.ys . . 372 8 4
Boxes and packing . . . 16 0 0
£426,118 2 11

100,000 ounces fine at $20-67183 . . $2,067,183
Incidental charges in New York . . 150
$2,067,033

Gold export point of the-doflar-in 1913: $4-8509.

100,000 fine ounces of gold at 84s. 11-45455d. £424,772 14

7

Freight, 3s. 9d. per £100 for £424,800 . 796 10 0
Insurance, 1s. per £100 for £428,000 . 214 0 O
Interest, 5 per cent for 8 days . : 465 10 5
Bozxes and packing . . . . 16 0 ©
£424,264 15 0

100,000 fine ounces at $20-67183 . . $2,067,183
Incidental charges in New York . . 200

enwad $2,066,983

Gold export point of the deHas in 1925: $4-8491.

100,000 ounces of fine gold at $20-67183 . $2,067,183-00
Freight, 3s. 9d. per £100 on $2,068,000 . - 3,877-50
Insurance, 9d. per £100 on $2,075,000 . 77815
Interest, 4 per cent for 8 days . .. 181216
Incidental expenses . . . 150-00
100,000 ounces at 84s. 9-81818d. . . £424,090 18 2

ym.w,l Gold import point of the delar in 1913: 4-89.
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100,000 ounces of fine gold at $20-67183 . $2,067,183-00
Freight, 5e. per £100 . . . 5,170-00
Insurance, ls. per £100 . . . 1,037:53
lntuut. 5 per cent for 8 dayl . . 2,265-20

$2,075,855-73
100,000 ounces at 84s. 9-81818d. . . £424,090 18 2

Gold import point of the delas in 1925: $4-8949,

As is seen, the margin between gold points was wider im-
mediately after the return to the gold standard than previous
to its suspension. Subsequently, however, it declined consider-
ably, and @t present it is narrower than before the wal) The
difference is particularly striking if, in accordance with the rule
adopted by some banks, interest is left out of calculation.

The following figures compare the gold points of the dollar
at the end of 1928 with and without the inclusion of interest
charges:

Including Excluding
Interest. Interest.
100,000 fine ounces at
84s. 11-45455d. . $A24772 14 T £424,772 14 7
Freight, 3s. per £100 . 637 0 0 637 0 O
Insurance, 9d. per £100 . 160 10 0 160 10 0
Interest, 5 per cent for
8 days . . . 465 10 5 .
Boxes and packing . 16 0 O 16 0 O
£426,062 4 2 £425586 8 7T
Gold export point . $4-8515 $4-8564
100,000 fine ounces at
820-67183 . . $2,067,183-00 $2,067,183-00
Freight, 3a. per £100 . 3,100-50 3,100-50
Insurance, 9d. per £100 . 77816 778-156
Interest, 5 per oent for
8days . . 2,046-00 et

$2.073,107-65 $2,071,071-65

100,000 fine ounces at
844. 9-81818d. . £424,000 18 2 £424,000 18 2

Gold import point . $4-8884 $4-8835
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anidental charges in New York have been omitted, as in
1928 the Federal Reserve Bank delivered the gold free on board
in New Yorlg)

A difference of 1 per cent in the rate of interest for eight .
days results in a difference of about 43, c. in the gold poinQThe
following table shows the yield of funds used for financing gold
shipments, according to the exchange rate on the basis of which
the shipment is made:

Gold Export. Gold Import. Yield.
$ $ | Per cent.
4-8543 48811 ‘ Nil
48537 4-885{- 1
2-8515 4-883°% 2
4.8522 4-88%1 3
4:85% 4-88% 4
4852 48837 5
48545 ’ 4-881% 6

A difference of one day in the time of transport on the basis
of an interest of 5 per cent results in a difference of { c. in the
gold point. Thus if a day is saved by using the French liners
which do not touch Cherbourg between Plymouth or South-
ampton and New York, the gold import point is 4-882§ and the
gold export point is 4-85}2, on a 5 per cent interest basis.

A difference of 1s. per £100 in the freight or insurance rate
is equivalent to a difference of about 3£ c. in the gold point.
There is no reason, however, to anticipate any material change
in ejther of these items,

The reichsmark comes next in importance to the dollar from
the point of view of gold a.rbitragQThe official selling price of

= the Reichsbank is 2792 reichsmarks per kilo of fine gold. As,
however, the convertibility of the reichsmark remains sus-
pended for the time being, the gold import point calculated on
the basis of this selling price is purely theoretical. On the other
- hand, the buying price of 2784 reichsmarks fixed by the
Reichsbank is actually operative, and the gold export poin
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calculated on the baais of it has had ample opportumty to be

tested by actual slupmenta
The following is the calculation of the theoretlca.l gold
import point of the reichsmark:
1000 kilos of fine gold at 2792 . . RM.2,792,000
Transport, 1s. 9d. per £100 . . . 1,400
Insurance, 1s. per £100 . . . 800
Interest, § per oent for 3 dnyl . . 1,148
Packing . .. 100
RM. 2,795,448
32,150-725 ounces st 84s. 9-818184. . . £136,348 6 0}

Gold import point: RM. 20-5023,

Qn is known, the Reichsbank accepts the delivery of gold
eitherin Berlin or atits Bremen, Hamburg, or Cologne branches)
By this means the gold export point has been modified in
favour of shipmenta to Germany. The extent of the difference
is shown by the following calculation:

Shipment to

f—-—'__
Berli Bremen.
32,150-T25 ounoes at 84s.11-45455d. £136,567 10 3 £136,66710 3
Transport (ls. 9d. for Berlin,

1s. 4d. for Bremen) . 11910 6 91 1 3
Insurance (ls. for Beu'lm,ﬂd.!or

Bremen) . 6810 0 61 7 6
Xnt.aut.&peteent 3 dnyn !or .

Berlin, £ days for Bremen) . 56 3 6 37 810
Pecking and boxes . . . 5§00 500

£136,816 14 3 £136,752 7 10
1000 kilos of fine gold at RM. 2784 RM. 2,784,000
———— ——— 4
Gold export point . . . RM. 20-3484 RM. 20-3580

Thus the difference is nearly one point, which is, in certain
circumstances, capable of causing considerable gold shipmenta.
The expenses of shipment to Cologne by air are about the same
a8 for Bremen. Those for Hamburg are slightly higher.

A difference of 1 per cent in the rate of interest is equal to
a difference of 0-0011in the gold point for shipments to Bremen,

B
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requiring two days, and to 0-0017 for shipments to and from
Berlin, which require three days. The following table indicates
the yield of the funds employed for the financing of gold ship-
ments according to the exchange rate on the basis of which the
shipments were made:

Gold Export | Gold Export | Gold Import Yield
to Bremen. to Berlin. | from Berlin. | per cent.

20-35% 20-343 20-50%
20-35§ 20-34§ 20-50}

20-36} 20-35§ 20-493 nil
20-36} 20-35} 20-49} 1
20-36} 2035} 2049} 2
2036 20-35} 20493 3
2035} 2035 2050 4

5

6

A difference of 1d. per £100 in the freight or insurance rate
is equal to about 0-0008 in the rate. A difference of one day in
the time of transport on the basis of an interest of 5 per cent
is equal to 0-0027 in the rate.

The gold points of the(Amsterda@exchange are also known
with comparative accuracy, especially the gold export point,
which played an important part soon after the restoration of

the gold standard.
The following figures show the calculation of the gold export
point:
32,150-723 ouncesfine gold at 84s.11-45455d. £136,567 10 3
Transport, 2400 lbs. at 8d. . . 80 0 0
Insurance, 9d. per £100 on £137, 000 . 51 7 6
Packing . . . 500
Intemt,2days,5percent . 37 810
Interest, 14 days, 5 per cent on one-benth
of the amount . 26 310
£136,767 10 5
1000 kilos at Fls. 1647-50 . . . Fls. 1,647,500
80 assays at Fls. 3-50 . . . . 280
Fls. 1,647,220

Gold export point: Fls. 12-0447.
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The fullowing is the calculation of the gold import point of
the Amsterdam exchange:

1000 kilos o8 165344 . - . - Th1653440
Transport, 2400 The. st 84 per . . - 959
Inserance, 8d. per £100 . - . (a4
Interomt, 2 days, 5 por oemt . . - 453

i 1,655,484
32150723 ouwnces st 84a. $E1818d. . .- f138348 6 0}

Gold import point: Fla. 121416

Taking two days for the time of transport, a difierence of
1 per cent in the rate of interest is equal to a difference of
00014 in the gold export point and 00008 in the gold import
point. The following talde shows the yield of funds used for the
£nancing of gold shipments, according to the exchange rates on
the basis of which the shipments were made:

i ' ;

- N

Eo12ead 121313 2

i

I o12ed | 121 3
1204} 121 s
1204} , 12144 5

i 12043 | 1214} .

On the basis of 8 rate of interest of 5 per cent, the difierence
of coe day in the time of shipment is equal to a difference of
00020 in the gold pointa. A difierence of £10 in the cost of ship-
ment i3 equal to a difference of 0-0011 im the gold pomts.

There s an srrangement between the Java Bank and the
Netherlands Bank which tended to bring about heavy gold
shipments from London to Amsterdam towards the end of 1925
The Java Bark keeps a gold deposit with the Netherdands Bank,
sgainst which it is entitled to issue notea. If convenient, it
accepts the delivery of gold at its Amsterdam deposit. At the

&
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end of 1925, when the Batavia rate declined below 12, as a
result of the rubber boom, gold was shipped from London to
Amsterdam, though neither the Amsterdam nor the Batavia
exchanges were under their gold points, which are 12-0432 and
1196 respectively. As the Batavia exchange was, however,
under the gold point of the Amsterdam exchange, it was profit-
able to take gold to Amsterdam and pay it into the Java Bank’s
deposit with the Netherlands Bank. Should the Batavia ex-
change depreciate beyond the gold import point of the Am-
sterdam exchange, then, in theory at least, it would be profit-
able to take gold for London from the Java Bank’s Amsterdam
deposit. In practice, however, the Java Bank may refuse to
accept or pay out gold in Amsterdam, so that the arrangement
would work in both directions only if it is convenient to the
Java Bank. Thus if it does not wish to lose gold all it has to do
18 to refuse to sell gold from its Amsterdam reserve, in which
case it would not lose gold until the Batavia rate has depreci-
ated beyond its own gold import point, which is probably
around 12-26.

Gold shipments for Canada are made in the shape of sove-
Teigns, as these are accepted by the Receiver-General of the
Dominion Treasury af their par value. Thus while bar gold
would have to be delivered at the Ottawa Mint, sovereigns may
be delivered in Montreal or at the port of St. John’s.

There are two alternative routes by which sovereigns can be
shipped to and from Canada, viz. direct to Montreal or via New
York. Shipment via New York is quicker but more expensive.
The saving of interest is usually more than counteracted by
additional freight, insurance, and transhipment charges. The
difference in the time of transport is no longer as great as before,
as the direct mail-boat service between this country and Canada
has improved considerably during the last few years. For ship-
ment via New York 9 days have to be allowed, while it is safe
to allow 10 days for direct shipments to and from Montreal.
Commercial banks which finance the shipments out of their
own reserves find it particularly advantageous to choose the
direct route in spite of the loss of one day, whenever a good
direct mail-boat is available. During the winter months, while
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the St. Lawrence is frozen and Montreal is unapproachable by
boat, the route via New York is cheaper for shipments from
Canada, but it makes no difference for shipments to Canada, as
the Receiver-General is prepared to accept delivery at the port
of St. John's,

A point worth mentioning is that, though the Canadian
dollar is equal to the United States dollar, the official parity of
sterling in Canada is not 4-8665 but 4-863, which means that
sovereigns are bought and sold at a nominal premium amount-
ing to nearly $170 for £1,000,000. On the other hand, sovereigns
are bought according to their weight, which may result in a loss
on worn coins, For this reason the shipment of sovereigns to
Canada always involves a certain amount of risk which should
be borne in mind.

The following is the calculation of the gold export point of
the Canadian dollar:

500,000 sovereigns . . . . £500,000 0 ©
Freight, 3s. per £100 . . . . 750 0 O
Insuranoe, 1s. per £100 . . . 250 0 O
Interest, 5 per cent for 10 days . . 686 b 6
Packing, 6500 boxes . . . . 25 0 0O

£501,710 &6 6
800,000 sovereigns at 4-86§ . . . $2,433,333-33
Incidental charges . . . . 200-00
Gold export point, $4-8497. $2,433,133-33

The following is the calculation of the gold import point .
of the Canadian exchange:

500,000 sovereigns at $4-86§ . . $2,433,333-33
Freight, 3s. per £100 . . . . 3,650-00
Insurance, ls. per cent . . . 1,216-68
Interest, § per cent for 10 days . . 3,336-07
Packing and incideatal charges . . 325-00
Gold import point : $4-8837. $2,441,861-06

A difference of 1 per cent in the rate of interest is equivalent
to & difference of about 3 c. in the gold point. The following
table shows the yield of funds used for the financing of gold
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shipments according to the exchange rate on the basis of which
the shipment was made:

| Gold Export. | Gold Import. | YIS0
4857 48733 Ni
48511 488 1
485} 4882, 2
4855 | 4883 3
4851 488, 1
48431 4:88% 5
4843 48837 6

A difference of one day in the time of transport on the basis
of an interest of 5 per cent results in a difference of 4 ¢. in the
gold point. If a mail-boat is available between Montreal and
Liverpool it is not worth while to pay extra expenses of the
New York route for the sake of saving one day’s interest. If,
however, only a slow boat is available and the difference is four
days, then it is more profitable to send the gold via New York.

As in the case of the American dollar, a difference of 1s. per
£100 in the freight and insurance rate is equivalent to a differ-
ence of 34 c. in the gold points.

(Smce the stabilisation of the franc, no gold has been shipped
to or from France through commercial transactions, apart from
small amounts bought for industrial purposes) The figures
indicating the gold points of the franc are therefore purely
hypothetical. The following is the calculation of the gold ex-
port point of the franc:

32,150-725 ounces fine gold at 84s.11 45455d £136,567 10 0
Freight, 103d. per £100 . . . 5915 3
Insurance, 6d. per £100 . . . 34 3 0
Interest, 2 days, 5 per cent . . 37 8 6
Packing, 20 boxes . . . . 5 00

£136,703 13 9

1000 kilos fine gold at 16,963-50 . . Frs. 16,963,500
- Minting costs 2-20 per kilo of -9 fineness 22,222

Gold export point: Frs. 12393 _Frs. 16,941,278
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Originally the minting charge was 40 francs per kilo of
-900 fine gold, but the Bank of France reduced it to 20 francs
until further notice. The charge for assay is 50 franca per bar,
but a certificate from a recognised refiner, or the guarantee of
8 recognised bank, is accepted in lieu of assay.

The following is the calculation of the gold import point of
the franc: :

1000 kilos of fine gold . . . Frs. 16,963,500
Freight, 10{d. per £100 . . . 7,382
Insurance, 6d. per £100 . . . 4,241
Intereet, 2 days, 5 per cent . . . 4,179

Frs. 16,979,702

32,150-725 ounces fine gold at 84e. 9-81818d. £136,348 6 0}
Gold import point: Fre. 124-5541.

A difference of 1 per cent in the rate of interest is equivalent
to & difference of 0-0062 in the gold point. The following table
shows the yield of funds used for the financing of gold ship-
ments according to the rate of exchange:

Yield
Gold Expart. | Gold Import. | el
12306} 124-52} Nil
12398} 124-62¢ 1
12304} 124-63} 2
12394} 124-54} 3
123-03} 124:543 4
12393 124-65} 5
12392 124:66 6

A difference of one day in the time of transport is equal to
& difference of 1} c. in the gold points. A difference of £10 in
the cost of the shipment is equal to a difference of § c. in the
gold point.

Although Spain is not on & gold basis, gold has been shipped
there through exchange transactions during the last few years,
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as a result of the policy of the authorities to encourage the
payment of cistoms duties in gold.|The alternative method of
payment is in paper pesetas, in which case a “surcharge” is
added to the amount of gold pesetas payable. If the authorities
want to encourage the influx of gold all they have to do is to fix
the surcharge higher than the premium of gold pesetas against
paper pesetas, in which case it is advantageous to discharge the
payment by sovereigns, which are accepted at their par value}

The following is the calculation of the cost of the shipment
of sovereigns taken by aeroplane to Paris and then by train to
Irun (the frontier station) or to Barcelona:

Irun. Barcelona.

10,000 sovereigns . . £10,000 0 O £10,000 0 O
Transport (12s. 6d. for Irun,

14s. 6d. for Barcelona) . 6210 0 7210 0

Insurance, 1s. 3d. per cent . 6 50 6 5 0

Packing, incidental charges . 150 150
Interest, 5 per cent (2 days for

Irun, 3 days for Barcelona) . 21410 4 23

£10,072 14 10 £10,084 2 3

If the premium of sterling against pesetas is lower than the
official “surcharge”, and if the difference exceeds0-727 per cent,
it is worth while to make the payments due at Irun for customs
duties in sovereigns instead of paper pesetas. If the difference
exceeds 0-841 per cent it is worth while to make also the pay-
ments due in Barcelona in sovereigns. The surcharge is altered
at frequent intervals, and the peseta exchange is also subject
to wide fluctuations. For this reason there is no fixed rate at
which it becomes profitable to ship gold to Spain.

As was pointed out already, calculations of gold points are
subject to frequent changes. The figures contained in this Ap-
pendix merely claim to serve as a guide in the calculation of
the gold point which has to be made on every occasion before
a shipment is undertaken. Commercial firms, and even banks
desirous of shipping gold, may find it advantageous to avail
themselves of the services of bullion brokers, who are in a better
position than anyone else to follow closely the changes in the
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factors that determine gold pointa.(t is true that the commis-
sion of bullion brokers lowers the gold export point and raises
the gold import point, and prevents shipments which would
otherwise appear profitable if undertaken without the middle-
menﬁn spite of this, it is desirable that gold shipments should
be made through bullion brokers)Apart from the fact that the
advice of specialised brokers tends to reduce the risk attached
to gold shipments, it saves the shippers the inconvenience of
having to attend to the details of the transaction.



APPENDIX II
OPEN MARKET GOLD’S IMPORT AND EXPORT POINTS

TaE term gold points, as it is understood in everyday use, refers
to the rates of exchange at which it becomes profitable to im-
ort or export gold to and from the central bank’s gold reserve.
én every country on a gold basis, apart from Great Britain,
the only buying and selling price of gold for arbitrage are those
fixed by the central bank)In this country, however, there is, in
addition to the official buying and selling price of gold, also
a market price which varies between{84s. 10d. and 84s. 113d)
_ There is therefore( scale of gold points)indicating the rates at
which it becomes profitable to buy gold in the open market for
export, or at which it becomes profitable to import gold with
a view to selling it in the open market. These gold points are
generally regarded as less important than those based on the
Bank of England’s buying and selling price, because of the
limited market supply available, and because the demand at
a price superior to the Bank of England’s buying price is
usually limited. Undoubtedly, the mgmﬁcance of the gold
import points based on market prices is small. As there is(o
forward market for goltD(:he amount of demand in the open
market and the market price is not known in advance, so that
the importer runs the risk of having to sell his gold at the Bank
of England’s buying price. On the other hand, the{significance

of the gold export points of open market gold should not be =
underestimated. r all, it is these gold points that determine
whether or not the South African gold arrivals find their way
to the central institution. It is true that the amount that may
be shipped to and from the Bank at any given moment is much
larger than the amount that may be bought or sold in the open
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market. In the long run, however, the Bank’s reserve is deter-
mined to the same extent by ita capacity of buying South
African gold as by its capacity of defending its reserve and of
attracting gold from foreign centres. For this reason, and also
on account of the frequency of shipments of gold bought in
the open market, we propose to give below the open market
gold export points of the exchanges, the official export points of
which have been indicated in Appendix I. The rate of interest
is in every case B per cent.
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Market Prios. [New York. (%m_ Amsterdam.| Paris. | Montreal.
84s.10d. | 48535 | 20383 | 1206} | 12411 | 48512
84.104d. | 48511 | 2038} | 12.08 | 124073 | 485}
84a.10jd. | 48531 | 20373 |. 12060 | 12404 | 48543
4. 104d. | 48531 | 20373 | 12.05} | 12400 | 48518
8s.11d. | 485f | 2036} | 1205 | 123.96} | 48575
#4a. 113d. | 48537 | 2036} | 12043 | 12393 | 4855
84s. 113d. | 4852 | 20353 | 12.04f | 12389} | 48431

The effect of the changes in the rate of interest is the same
aa for the official gold points, as indicated in Appendix I. Any
other changes in the calculation of the official gold points result
in & corresponding modification of above table.



APPENDIX III
COST OF GOLD TRANSPORT BY AIR

As was pointed out in Chapter V., air lines proved fierce com-
petitors of rajlway companies and shipping companies for gold
transports to Continent. The advantage is particularly marked
for small quantities, for which reason transport by air plays a
comparatively more important part for gold bought by the
trade.

The following figures compare the cost of gold transport by
air with that of transport by sea and rail:

RATES PER LB. GROSS WEIGHT

. " By Sea and/or Rail
By Air. (passenger service).
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BANK OF ENGLAND'S GOLD TRANSACTIONS ON FOREIGN

ACCOUNT

Taz following table shows the total purchases and sales of the

Bank of England on foreign account:
Year. Purchase, Sale. Difference.
1881 £4,175,000 £86,515,000 - £2,340,000
1882 7,407,000 4,968,000 + 2,439,000
1883 4,418,000 3,394,000 + 1,014,000
1884 5,170,000 5,436,000 - 266,000
1885 6,567,000 5,969,000 + 598,000
1886 2,923,000 6,303,000 - 3,380,000
1887 3,832,000 3,028,300 + 803,700
1888 6,291,000 6,352,000 - 61,000
1889 7,278,000 5,126,000 + 2,152,000
1890 13,774,500 5,669,000 + 8,105,600
1801 11,041,000 13,515,000 - 1,574,000
1892 5,051,000 5,483,000 - 432,000
1893 6,488,000 8,552,000 ~ 2,064,000
1894 14,504,500 5,798,000 + 8,706,600
1895 17,266,000 3,034,000 + 14,232,000
1896 5,758,000 13,127,000 - 1,369,000
1897 4,330,000 5,390,600 - 1,060,500
1898 10,549,000 8,602,000 + 1,947,000
1899 13,274,000 6,150,000 + 7,124,000
1900 12,330,000 7,794,000 + 4,636,000
1901 7,985,000 5,216,000 + 2,769,000
1902 6,023,000 6,417,000 - 396,000
1903 6,257,000 9,284,000 - 3,027,000
1904 9,742,000 6,925,500 + 2,816,500
1905 9,774,000 8,800,000 + 994,000
[Continued on next page.
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110
ArpeNDIx "IV.—continued
Year. Purchase. Sale. Difference.
1906 20,206,500 15,535,000 + 4,671,500
1907 19,288,000 12,926,000 + 6,362,000
1908 - 3,682,000 . 7,661,000 - 3,979,000
1909 19,165,000 11,046,000 + 8,119,000
1910 18,550,000 14,488,000 + 4,062,000
1911 16,501,000 8,228,000 + 8,273,000
1912 12,996,000 9,669,500 + 3,326,500
1913 21,690,000 7,943,000 +13,747,000
1914 58,247,000 8,027,000 +50,220,000
1915 24,269,000 43,076,000 -18,807,000
19161 19,828,000 2,360,000 +17,468,000
1925 2 15,362,000 26,957,006 ' -11,595,000
1926 23,947,000 17,676,000 + 6,271,000
~ 1927 25,927,000 20,654,000 + 5,273,000
1928 35,631,000 36,953,000 - 1,322,000

1 Up to July 16.

2 From April 29.




APPENDIX V
GOLD IMPORTS AND EXPORTS

Tae following table shows the gold imports and exports of the
Upnited Kingdom eince the establishment of Customs statistica:

Year. Importa. Exporte. Difference.
1852 .. £4,325,824
1853 .. 12,751,778
1854 .. 16,552,845
1855 .. 11,847,213
1856 . 12,038,299
1857 I 15,061,500 ..
1858 £22,793,126 12,567,040 +£10,226,088
1859 22,297,698 18,081,139 + 4,216,559 .
1860 12,584,684 15,641,578 - 3,056,894
1861 12,163,937 11,238,372 + 925,565
1862 19,903,704 16,011,963 + 3,891,741
1863 19,142,665 15,303,297 + 3,839,368
1864 16,900,951 13,279,739 + 3,621,212
1865 14,485,570 8,403,332 + 5,992,238
1866 23,509,641 12,742,059 +10,767,582
1867 15,800,159 7,889,030 + 7,911,129
1868 17,136,177 12,708,308 + 4,427,869
1869 13,770,812 8,473,600 + 5,207,113
1870 18,806,728 10,013,521 + 8,793,203
1871 21,618,924 20,698,275 + 920,649
1873 18,469,442 19,748,916 - 1,279,474
1873 20,611,165 19,071,220 + 1,539,945
1874 18,081,019 | 10,641,638 + 7,439,383
1875 23,140,834 18,648,206 + 4,492,538
1878 23,475,975 16,515,748 + 6,959,747
1877 15,441,985 20,373,886 - 4,931,001
1878 20,871,410 14,968,507 + 5,902,903
1879 13,368,675 17,578,818 - 4,210,143
1880 9,454,861 11,828,822 - 2,373,961
1881 9,963,008 15,498,837 - 5,635,831
1882 14,376,559 12,023,804 + 2,352,765
1883 7,755,800 7,091,365 + 664,435
1884 10,744,408 12,012,839 - 1,268,431
1885 13,376,561 11,930,818 + 1,445,743
1888 13,392,256 13,783,708 ~ 391,450
{Continued on nezd page.
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ApPENDIX. V.—continued

Year Imports. Exports. " Difference.
1887 9,955,326 9,323,614 + 631,712
1888 15,787,588 14,944,143 + 843,445
1889 17,914,039 14,455,318 + 3,458,721
1890 23,568,049 14,306,688 + 9,261,361
1891 30,275,620 24,167,925 + 6,107,705
1892 21,583,232 14,832,122 + 6,751,110
1893 24,834,727 19,502,273 + 5,332,459
1894 27,572,347 15,647,651 +11,924,796
1895 36,009,329 21,369,323 +14,640,006
1896 24,468,580 30,123,925 - 5,655,343
1897 ' 30,808,858 30,808,571 + 287
1898 43,722,960 36,590,050 + 7,793,910
1899 32,533,497 21,536,052 +10,997,445
1900 26,190,873 18,397,459 + 7,793,414
1901 20,715,628 13,965,265 + 6,750,363
1902 21,629,049 15,409,028 + 6,220,021
1903 28,657,393 27,766,612 + 890,881
1904 33,876,588 33,039,138 + 839,450
1905 38,567,895 30,829,842 - + 17,738,053
1906 46,042,590 42,617,267 + 3,425,323
1907 57,088,547 50,866,009 + 6,222,538
1908 46,145,314 49,969,099 - 3,823,785
1909 54,691,829 47,249,536 + 7,442,293
1910 57,321,767 50,898,445 . + 6,423,322
1911 48,693,753 40,100,540 + 8,593,213
1912 52,688,881 46,538,469 + 6,150,412
1913 59,533,549 46,087,359 +13,446,190
1914 58,642,211 30,599,050 +28,043,161
1915 10,828,366 39,218,113 -28,389,747
1916 17,790,302 38,338,912 -20,658,610
1917 e . ..

1918

1919 .. . .

1920 50,678,283 92,565,137 -41,886,854
1921 49,676,047 59,348,158 -~ 9,672,111
1922 34,542,167 44,838,292 -10,296,125
1923 43,986,665 57,434,355 - 13,447,700
1924 35,791,664 49,419,607 -13,627,943
1925 41,460,892 49,674,766 - 8,213,874
1926 38,547,498 217,128,223 +11,419,275
1927 32,447,287 28,153,357 + 4,293,930
1928 47,808,055 60,523,701 -12,714,646




APPENDIX VI

ORIGIN AND DESTINATION OF GOLD IMPORTS AND EXPORTS

SINCE 1925

Tax following tables, compiled from official statistics, show the
principal countries of consignment and destination of the gold
shipments of the United Kingdom since 1925:

IMPORTS
Country. 1926. 1926. 1927, 1928,
Arabia . . . .. . £250,000 | £281,000
Australis . . £1,068 £8,750 .. 1,005,694
Austria . . . 238 . ..
Belgium . . .e 596,736 18,591 37
British West Africa . | 1,236,813 | 1,293,108 966,903 695,293
Canada . . 69,758 .. . 979,000
Denmark . .. .. 402,064 .e
Dutch East Indies . 22,828 .. .
Egypt . . . . .. 269,035
Franoe . 123,983 164,897 128,987 187,494
Germany . . 5,811 39,112 62,946
Gibraltar . . 54 .. .
Irish Free State . .. 693,364
Italy . . . .. 74 ..
Kenya . . . . 3,625 .o ..
Netherlands . . | 5,084,795 241,405 475,268 29,727
Poland . . | 2,036,736 . . ..
Rhodesia . . { 2,081,978 1 2,022,494 | 1,224,300 } 1,084,991
Roumania . . .. .. 823,800 ..
Russia . . .| 4,271,385 | 2,637,492 215,666 | 3,818,307
South America . 10,660 .. 414,421 239,605
Spain . . . .. 90 | 2,000,085
Straits Settlements . . 14,497
Sudan . . . 33,351 . ..
Bwitzerland . . .. .. 308 .o
Union of 8. Africa . | 22,273,655 | 81,616,252 | 25,551,751 | 29,689,140
United States .| 4275633 37,082 | 1,760,353 | 6,684,840
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EXPORTS
Country. | 1925 l926. 4 1927 1928.
| Arabja . . - | ‘e .- £30,000 £10,000

Argentine, Uruguay, )

and Paraguay . £170,430 £262,000 | 1,425,000} ..
Australia . . 105,278 | 1,055,960 | - 817,800 | 1,270,124
Belgium . . 211,035 247,777 | 1,226,094 715,673 |-
British West Africa . 49,330 . 7,451 4,025 3,256
British India . . | 12,976,925 | 2,633,961 | 2,560,872 | 2,213,090
Canada . . 930,000 450,000 .. 1,000,000
Ceylon . . 390,000 544,950 28,850 ..
China . . . 32,814 44,050 .-
Denmark . . .. . 5,775 ..
Dutch East Indies . 220,095 8,850 . 64,180
Egypt . . . 647,970 246,400 180,705 284,435 |
France . . 530,866 | 1,696,603 969,404 | 19,968,833
Germany . .| 5,849,346 | 12,554,569 | 5,170,379 | 21,046,590
Gibraltar . . 68,070 15,000 | . .
Ttaly . . . 60,000 .. 76,953 | 154,105
Kenya . . . 46,553 45,975 55,845 58,149
Netherlands - .| 9,741,280 | 3,021,518 | 1,332,685 715,673
Poland . - 4,739,234 892,191
Roumania . . .. . . 715,200
Russia". . . 380,648 | 1,057,000 | 1,588,820 .
South America (apart

from Argentine, Uru- )

guay, and Paraguay) 286,600 | 55,000 5,000 .
Spain . . . 120,644 431,265 | 1,529,925 40,946
Straits Settlements -. | 1,607,511 { 1,692,929 709,296 372,002
Sweden . . 200 | . 53,376 500,848
Switzerland . . | 5,053,760 871,599 | 1,276,657 | 2,772,716
United States . | 10,095,281 233,800 | 5,762,311 | 6,602,592

Printed in Great Britain by R. & R. Crark, Limrrep, Edinburgh,
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