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REPORT OF THE FINANCIAL COMMITTEE 

TO THE COUNCIL OF THE LEAGUE OF NATIONS 

In accordance with the decisions of the Council of Dec~mber 14th, 1928 and June 17th, 1929, 
the Financial Committee appointed last year a special Delegation, consisting of some of its own 
members with the adjunction of certain experts of international authority "to examine into and 
report upon the causes of fluctuations in the purchRSing power of gold and their effect on the 
economic life of the nations." 

This delegation has now submitted an interim report to the Financial Committee, which it 
suggests should be published with certain annexed documents. 

In this interim report, the Delegation has onlY. d~alt with a part of its terms of reference. 
It has reserved for further consideration the problems of the distribution of gold, of the effect 
of' price fluctuations on general prosperity, of the manner in which such variations can best be 
measured, and of cycliC'al as distinguished from long-term movements. These are important 
questions on which the Delegation is now engaged and will report later. So far it has confined 
itst>lf for the moment to the question whether the prospective supply of gold is likely to prove 
sufficient to meet the probable monetary demand in the future. In order to throw light on this 
question, special efforts have been made to collect as complete and accurate statistics and esti· 
mates as possible concerning the production of gold in the past, the probable course of production 
in the future and the demand for gold arising both from monetary and non-monetary causes. 
For the purposes of estimating the monetary demand, it has been assumed that the demand for 
currency is dependent upon the volume of production and trade and on the monetary transac
tions to which such trade gives rise, and that, in the absence of any important changes in currency 
systems and practice, the demand for gold will be determined by the same factors. The future 
demand is then estimated on the hypothesis that the volume of production and of trade and the 
volume of notes and sight liabilities of central banks will both tend to expand at an average rate 
of some 2 to 8% per annum. 

The Delegation. did not consider itself called upon to expound monetary theory in detail, 
or to describe in detail the inter-relationship between the supply of money and the general level 
of prices. But, as a result of its analysis of th~ large mus of statistical data collected, the D~le
gation has reached the conclusion that the inadequacy of the supply of new gold available for 
money is likely at no very distant date to exercise its influence in depressing prices,-a danger 
which, as the Delegation points out, would be aggravated were gold coin to be put once more 
into circulation.- The Delegation adds, however, that, if the need is recognised, remedial 
measures can be found which should correct the consequences feared for at any rate some time . . 
to come. It has sugaested some directions in which remedial measures might be sought. To 
this subject the Fin,.ancial Committee understands the Delegation desires to give further 
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consideration at subsequent meetings. 1\Ieanwhile, the Financial Committee desires to emphasise 
its Tiew that the measures suggested by the Delegation are appropriate and important. 

Although this first Report is thus restricted in scope, and parts of it will require further 
elaboration, the l"inancial Committee feels that the statistical aspects of the subject selected for 
study are of such fundamental importance for future work in this field, and the material now 
made available so valuable, that it is desirable that the Report with its annexes should be 
presented to the Council and made public. What action should be .taken to avoid the danger 
of a shortage of gold obviously demands mature consideration. The report contemplates in the 
measures mentioned action in varying degrees by central banks and by Governments, and in 
certain cases previous international understanding. 

The report as a whole deserves the serious consideration of the authorities which are 
responsible for the monetary systems in the different countries of the world. Accordingly, the 
Financial Committee proposes to the Council that it should be communicated to all the Members 
of the League and to non-member States in order that their attention may be drawn to this 
important problem. If, at a later stage, any organised international action on the part of 
Gonmments should be required, the League authorities will doubtless be ready to arrange the 
necessary consultation between Governments with a view to securing such action. 

Geneva, September 8th, 1930. 
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INTERIM REPORT OF THE ~OLD DELEGATION 

SCOPE AND OBJECT OF THE REPORT. 

Although our work is not yet completed, we consider it desirable to submit now an interim 
report on one aspect of the question submitted to us. Our terms of reference may be interpreted 
as covering all fluctuations of the purchasing power of gold, whether over long or short periods 
and whether resulting from a disequilibrium between the supply of gold and the normal 
increase of production and trade or from other causes. The long-term and the short-term 
movements, however, while no doubt in some measure connected, involve problems which are 
largely distinct; and we desire to make it clear at once that we have thought well, at this stage, 
to confine our attention to the former. Consequently, we do not propose to deal with more 
than part of our terms of reference on this occasion. The question we have examined' here is 
whether the current and prospective production of gold on the one hand and the normal increase 
in demand as world production and trade increase on the other are such as to make it likely that 
the general trend of prices over a series of years (and apart from short-term oscillations) will 
be in an upward or downward direction. We desire to reserve for further consideration 
the . problems of the distribution of gold, of the effect of price fluctuations on general 
prosperity, of the manner in which such variations can best be measured, and of cyclical 
as distinguished from long-term movements. 

In dealing with the particular problem to which this report is devoted, we have left out of 
our calculations the possibility of the discovery of important new gold areas or of technical 
processes of a kind at present unknown which might bring into production unworked mines in 
existing areas. We have, however, not failed to consider whether the recent fall in commodity 
prices is likely to result in any substantial increase of production in existing areas by known 
processes. 

Our object has been to state as exactly as possible the situation which may be anticipated 
in the absence of the deliberate adoption of remedial measures to deal with it, in order, first, 

· to show whether and to what extent such measures are necessary and, secondly, to form a basis 
of suggestion concerning the direction in which they should be sought. 

Confining ourselves thus to the problem of the long-term trend, we have not entered in any 
way upon the questions connected with the measures which may be adopted to deal with short
term price fluctuations. But we think it is appropriate to make the following remarks. It is 
obvious that when, throughout any period, there is a long-term tendency of prices to fall owing 
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to a scarcity of gold, the difficulties il) periods of depression will be increased, more especially 
for rertain countries, if for any reason there is a distribution of the gold stocks which limits 
their efficiency. In the second place, the effects of a temporary depression of prices will clearly 
be aggt11vated if the depression comes as an addition to a long-term downward trend caused 
by a scarcity of gold; and, in particular, the dangers and evils of competitive high discount rates 
are likely to be increased. 

With this preface, we may proceed to a review of the supply and demand situation, based 
upon the statistical and other information included in the annexes. 

The information available concerning the manner in which the supplies of new gold coming 
on to the market are absorbed is not wholly satisfactory. But, in spite of this, we believe that 
it is possible to present a picture giving with sufficient accuracy the more significant features 
of the situation to-day and indicating the manner in which that situation is likely to develop 
in the near future. 

' 
THE SUPPLY OF GOLD. 

' 
· (a) GoLD PRonuCTio~. 

The present production of gold in the world amounts to about UOO million per annum and 
is likely to rise slightly above that figure during the next three or four years. On the other 
hand, both the official or semi-official estimates of probable prOduction in the course of the 
next ten years and the nnofficial estimates received by us from 1\lr. Joseph Kitchin, a recognised 
authority on precious-metal statistics,. suggest that a decline is to be expected thereafter. 

South 
Year Africa 

(') 

1930 ... 211•7 
1931. .. 207•8 
1932 ... 213'2 
1933 ... 206'8 
1934 ... 198'1 
1935 ... 189•8 
1936 ... 166•7 
1937 ... 167•4 
1938 ... I 167•4 
1939 ... I 133·8 
1940 ... 124•1 

I 

Table 1.-Estimatel of future production of gold. 

(In millions of dollars.) 

Canada u.s. A. Australia India 
(') (') (') (') Others 

40•8 42'8 11'2 7•6 91 
40'9 42'2 12•4 7•5 91 . 
41'5 41'5 12"2 7'4 91 
42•1 .n·o 11'9 7•8 90 
42•8 40'8 11'7 7•8 90 
48•4 88'9 11'4 7•2 90 
44'0 87'8 11·2 7'1 90 
44'7 86•7 10•9 7•0 90 
45'3 86'5 10•7 7'0 90 
45'9 86•3 10'5 6•9 90 
46•5 86•1 10•2 6•8 00 

1 
OffiCial or aemi-official estimate. furnished to the Gold Delegation. 

Total 
Total according to 

Mr. Kitchin 

405 404 . 
401 402 
407 410 
899 407 
890 408 
881 398 
856 897 
857 802 
857 88i 
828 870 
814 870 
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The theoretical possibility of wide variations in prices in either direction influencing the 
output of gold should not be overlooked, and the estimates of output received by us were made 
before the recent sudden fall in prices. But all the available evidence seems to indicate that 
gold production is remarkably insensitive to moderate changes in. the price level. In view of 
this fact, and more especially of the conditions in South Mrica, which accounts for over half 
of the present output, we doubt whether the estimates received would be subjected to any 
substantial modification were they to be revised to-day. Indeed, we know that certain of them 
were based on the assumption of some decline in the general cost of production. Moreover, it 
would obviously be paradoxical to rely on a fall in prices to prevent a shortage of gold when by 
shortage is meant an amount inadequate to support the structure of credit necessary to maintain 
a long-term level trend of prices. 

(b) MoNETARY GoLD STOCKS. 

The gold reserves of banks of issue and Treasuries at the end of 1928 amounted to about 
810,035 million, to which must be added a further sum estimated at about $915 million repre
senting gold in circulation in a few countries, gold in commercial banks and hoarded coin, etc., 
outside Asia-a total therefore of 810,950 million. Of the 8915 million, $395 million lay in the 
United States of America, and we consider it probable that a considerable part at any rate of 
the latter sum is permanently lost for effective monetary purposes. _ Of the remainder, it is 
believed that about $150 million from stocks in commercial banks and from private hoards 
found their way during the course of the year 1929 into the reserves of banks of issue. 
The provisional figures for the end of this year show total reserves of 810,425 million, and a total 
monetary stock of about $11,175 million-an increase, therefore, during the twelve months 
of some $225 million. 

' In addition to the monetary gold stocks, large quantities of gold are, of course, in the 
hands of the public, more especially in India in the form of gold ornaments, private hoards, etc •. 

. There is no ~vidence, however, that gold flows to any large extent from non-monetary sources to 
monetary reserves excepting during times of war. \Ve do not consider therefore that these
accumulations of gold could be counted upon to influence the monetary situation. 

THE DEMAND FOR GOLD. 

Almost the whole supply of gold is taken for : 

(a) Such non-monetary purposes as

(i) the acquisitions of India; 
(ii) Industrial use, 

(b) 1\Ionetary purposes. 

(a) NoN-MONETARY DEMAND. 

(i) From time immemorial, the population of India has purchased very considerable quan
tities of gold. During the war years India was unable to satisfy her needs and she consequently 
effected exceptionally heavy purchases about 1924. In the last four or five years, however, 

I 
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her demand has dropped back to between $80-$90 million per annum-a rate of consumption 
rather less than that of the last pre-war quinquennium. No doubt the present economic depres
sion may result in some temporary weakening of the Indian demand; on the other hand, it is 
quite possible that the recent decline in the price of silver will lead to increased purchases of 
gold. We understand that attempts are being made to extend banking and investment habits 
in India. but we do not think it would be safe to anticipate any material reduction in the Indian 
demand for many years to come. 

{ii) The information available concerning the use of gold for industrial purposes is unfor
tunately far from complete. But after a careful study of all the evidence which has been collected, 
we consider it probable that the total demand for non-monetary purposes to-day, including that 
of India. China and certain other Oriental countries, and the amounts used for industrial purposes 
elsewhere may be estimated at $180-200 million per annum. On the basis of this estimate, 
rather more than half of the new gold mined to-day would be available for monetary purposes. 
If production falls off in the future, as is anticipated, and non-monetary use remains constant, 
the share available for monetary purposes must obviously diminish. 

(b) 1\IO!Io"ETABY DEMAND. 

In order to estimate monetary gold requirements, it is necessary to ascertain, in the first 
place, the total amount of notes and of central bank sight liabilities against which a gold cover 
has by law to be maintained, and, in the second place, the average cover which is legally required 
and also that which is in practice maintained. Statistical material has been collected for the 
very great majority of gold-using countries, from which it would appear that the aggregate of 
their notes and sight liabilities at the end of 1928 amounted to about 124,500 million.1 The 
requisite gold cover cannot be determined with absolute accuracy for a number of reasons, but 
mainly because a number of banks have the right to keep their reserves either in gold or legal 
substitutes for gold such as foreign assets. At the end of the year in question, the actual gold 
cover held amounted on the average to a little over 40 per cent of these liabilities and minimum 
legal requirements to from 29-34 per cent.1 If the actual proportions in which central banks 
empowered to do so divide their reserves between gold and foreign assets be accepted as normal, 
then their legal gold requirements, as interpreted in practice, amount on an average to about 
32 per cent. 

But banks of issue must normally keep SC:,me margin of cover over and above their minimum 
legal requirements-possibly 7-10 per cent or even more. If some such margin in excess of 
legal requirements as that mentioned were actually held by all banks and the distribution of gold 
in the world was in precise proportion to the notes and sight liabilities of each country, the total 
gold stock at present available would only just suffice. The demand for -currency is naturally 
dependent upon the volume of production and trade and on the monetary transactions to which 

I See Annes Xlll. 
• The reserves of those countries for which statistics of notes and central bank sight liabilities 

hsve ~collected amounted in 1928 to 19,992 million out of total reserves in gold-using countries of 
.10,()35 million. 
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such trade gives rise. The demand for gold which forms the basis of currency in all gold-using 
countries will, in the absence of any important changes in currency systems, be determined by 
the same factors. We may reasonably expect, therefore, that the future requirements of gold, 
as long as methods of payments do not undergo important changes, will tend to increase as pro
·duction and trade expand. No direct measurement of the rate at which production and trade 
in gold-using countries of the world is increasing to-day and has increased in the past can be 
made. But certain estimates for the past exist which suggest that the normal rate of growth 
in the latter half of the 19th century and the early years of the 20th was about 3 per cent per 
annum. Thus Professor Cassel, who bases his findings both on the rate of increase in total 
gold stocks required to maintain stable prices and on certain production data, reaches the conclu
sion "that we stand on fairly solid ground if we reckon with a figure of about 8 per cent as charac
teristic of the economic development during the period 1850-1910 ".1 1\lr. J. Kitchin arrives 
at a similar result by employing figures relating, not to total, but to monetary gold stocks.2 

1\Ir. Carl Snyder and other authorities in the United States of America find that the average 
rate of growth in that country, where urban population "in the last eighteen years has grown at 
an average rate of 4.8 per cent per annum" was "8~ per cent per annum as far back as data 
go,3 i.e., to 1870 ". Professor Cassel has further shown that, in the period to which his calcu
lations refer, an increase in total gold stocks of somewhat under 3 per cent per annum was required 
in order to maintain stable prices. 

\Ve cannot of course predict what the rate of growth of production and trade in the future· 
will be or to what extent economies in the use of currency may reduce gold requirements below 
that rate. \Ve consider it wiser, therefore, not to employ a single figure and have accordingly 
framed an estimate on a rate both of 2 and 8 per cent. 

From the incomplete data available, it would appear that the aggregate of notes and central 
bank sight liabilities at the end of 1929 was slightly less than at the end of 1928-under 1 per 
cent lower. As full details for all countries are not yet available, we have thought it preferable 
to base our subsequent calculations on the figures for the earlier year. \Ve are here concerned 
with the general trend of development and not with such· variations as may take place about 
that trend. In considering the position in the immediate future, however, the decline iri prices 
and in means of payments must be borne in mind. 

On the basis of the figures we have submitted, the results shown in the following table are 
obtained. This table is confined to the relationship between the supplies of new gold likely 
to become available for monetary purposes and the possible automatic increase in the demand 
for gold in the absence of any measures to economise its use or to re-distribute local surplus 
stocks. \Ve shall return later to this question of surplus stocks, which is of great importance 
for a proper understanding of the whole situation. 

1 See Annex X. 
• See Annex XI. 
1 See Carl SNYDER : "Business Cycles and Business Measurements", pages 23 and 51. Compare 

studies by Mr. W. I. King, Mr. E. E. Day and Mr. W. W. Stewart. 
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Table fl.-Estimate of fuh're monetary demand for gold if no economy 
in its use is made. 

(In millions of dollars.) 

IDCI'ement& to gold re;;en-ee Exceaa or deftcit of amount 
Avail· of new monetary gold available compared 

E;;ti- able requirecl to provide 
With tncremf!lnt required to provide 

mated Non· for 
Year. CQ!d mone- mone- 40 % cover for ~3% cover If 40 %cover If <aryde- 33 % oo.-er for produc- mand.l tai'J' aTerage increases average increaseR notes and sight . notes and sight tion. pur- in notes and sight in notes and eight liabilitiea liabUitles poses. liabilitiea of : liabilitiea of: Increase at : Increase at : 

I I I I I I 
. 

I t% 3% 

I. 
1% 1% !% S% t'l(, S% 
p. a. p. L p. L p. L p. L ..... p.a. p.a. 

1930 .• -10-1. 180 22-1. 167 253 200 303 + 51 - 29 + 24 - 79 
1931.. -102 182 220 170 260 204 813 + 50 - 40 + 16 - 93 
1932 •• no 18-1. 226 174 269 209 828 +52 - 43 + 17 - 97 
1933 •• -107 186 221 178 276 213 832 + 43 - 55 + 8 - 111 
19M •. -103 188 215 180 285 217 8-11 + 35 - 70 - 2 - 126 
1935 .• 398 190 208 184 . 29-i 221 852 + 2-1. - 86 -13 -1U 
1936 •• 397 192 205 188 302 226 863 + 17 - 97 -21 - 158 
1937 •• 392 19-1 198 192 311 230 873 + 6 -113 -82 - 175 
1938 •• 38-1. 196 188 196 821 235 885 - 8 -188 -47 - 197 
1939 •• 370 198 172 200 830 240 896 -28. -158 -68 -224 
19-10 •• 370 200 170 20-i 840 244 408 -8-ft -170 -74 -238 

. I 

The last four columns of this table show the excess or deficit of the new gold which we believe 
is likely to become available for monetary purposes each year compared with monetary require
ments. The monetary requirements are calculated on four distinct assumptions : (1) that 
a reserve of only 33 per cent is wanted and that the rate of the growth of demand is 2 per cent 
per annum; (2) that the reserve rate is 83 per cent, but the rate of growth 8 per cent per annum; 
(3) that a reserve of 40 per cent is wanted and the rate of growth 2 per cent per annum; (4) that 
the reserve ratio is 40 per cent and the rate of growth 8 per cent per annum. A wide margin is 
thus allowed. The differences between the minimum and maximum demand in 1930 amounts 
to 8136 million and in 1940 to $204 million. In addition, the best available unofficial estimates 
of future gold production have been employed in place of the somewhat lower official or semi
official estimates received. But on every one- of the a.~sumptions made except the first, the 
supply of new gold available for monetary purposes will be inadequate by 1984 unless measures 
to alleviate the situation are adopted in time. But we know that the first assumption. i~ 
incompatible with existing currency regulations and practice, for the minimum legal require
ments average about 82 per cent and some margin in excess of this amount has in practice to 
be maintained. . 

In view of the present decline in prices and monetary circulation and of the business 
dt-pression through which we are passing, the demand for monetary gold has received a temporary 

1 
On the 8118umption that the non-monetary demand for gold increasea at the rate of 1 per cent perannum. . 
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check. It is, moreover, not impossible that industrial consumption may be slightly lower than 
we have presumed, with the result that more new gold will reach the reserves of central banks. 
But, in spite of this possibility the evidence points, in our opinion, conclusively to the prospect 
of a serious situation arising as soon as or shortly after business activity revives, unless steps to 
alleviate it are taken in time. l\loreover, unless new and unexpected sources of supply are 
discovered, the decline in the output of gold is likely to continue at an accelerated rate after 1940, 
as the South African Mines, which account for over 50 per cent of present annual production, 
become gradually exhausted. 

Such, roughly, are the general outlines of the situation as we see it to-day in the light of the 
information available. That situation will of course be further aggravated if countries endeavour 
once more to.put gold coin into circulation or if the tendency, which has been noticeable in certain 
quarters, to convert foreign asset reserves into gold is accentuated. 1\Ioreover, in view of the 
situation in the silver market, the possibility of China's employing gold by one method or another 
for currency purposes must be borne in mind. On the other hand, certain countries have a very 
low gold cover and, if the actual ratios are not increased, an average cover for all countries of 
under 40 per cent might prove adequate even under existing legislation. 

THE DISTRffiUTION OF GOLD. 

It remains therefore to consider what surplus stocks exist and to what extent these surplus 
stocks might alleviate the situation in the near future. 

The excess of gold reserves over 83 % which, as explained above, is about the average 
cover required according to the interpretation in practice of the existing legal requirements
amounted at the end of 1928 to some $1,800 million. But fifteen countries hold over 90 per cent 
of the gold reserves of the world and in these fifteen countries there was in 1928 a surplus of 
roughly $2,450 million. Three of these fifteen countries had a deficit which aggregated nearly 
$300 million, so that the surplus of the remaining twelve amounted to about $2,750 million. 
Of this latter sum, 81,500 million were in the United States of America. The legal minimum 
requirements of these twelve averaged about 88 per cent of actual note circulation and sight 
liabilities. If to this we add a margin of 7 per cent for normal use, we find that their surplus 
at the end of 1928 totalled nearly $750 million, of which sum over $550 million were in the United 
States. But, over $250 million of gold were held in the same year by commercial banks in the 
Argentine and in Australia, both of which are included among the twelve countries. Counting 
this gold, the surplus totalled $1,000 million. The general conclusion to which these figures 
point is that, in the unlikely event of those countries which now bold reserves of less than 33 per 
cent remaining content with the ratios existing at the end of 1928, a theoretical surplus exists 
which about equals the amount of new gold likely to become available for monetary purposes 
during the next five years. 

The problem of the distribution of gold is thus one of great importance. That distribution 
depends on a number of causes which deserve further study. At the present stage, we content 
ourselves with indicating that, if the distribution of gold is the result of excessive or abnormal 
competition by a few .countries, or if it has the effect of sterilising important amounts of monetary 
stocks, serious consequences will arise affecting the general level of prices. 

In recent years an unusual movement of gold bas taken place. Thus, in 1929, France 
and the United States of America together increased their reserves by some $540 million, of 

t 
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which probably about $1-iO million were withdrawn from commercial banks and from private 
hoanis.. Ten countries acquired $1,055 ntillion during the three years ending December 8lst, 
1928-a sum equal to nearly 90 per cent of the total amount of new gold mined during this 
period. 

To some e.'rtent the acquisition of gold by a relatively small number of countries represented 
the exceptional movement of gold to reserves which, for one reason or another, had become 
depleted during or after the war; to some ~-tent it was the inevitable result of the general economic 
disequilibrium from which the world has been suffering. We cannot shut our eyes to the fact 
that the question of the most effective distribution of gold is likely to become of steadily increasing 
importance in future years as the supplies of new gold become smaller. It may, however, be 
expected that the special causes which have determined the gold movements of the last few years 
will gradually work themselves out and that the possibility of an optimum distribution being 
achieved later by means of intelligent co-operation will steadily increase. ' 

RE..."UEDIAL MEASURES. 

In view of all the circumstances to which attention has been drawn above, the probable 
trend of prices in the future must obviously give rise to some anxiety. We wish, therefore, at 
once to record our opinion that, if the need is recognised, remedial measures can be found which 
may be expected, for at any rate the next decade, to correct the consequences we fear. \Ve 
proceed to suggest some -directions in which these may be sought apart from the problem of 
distribution, a matter with which we shall deal in a subsequent report. 

There would without doubt be a serious shortage of gold to-day had not certain important 
changes in general currency practice and legislation been effected which tend to economise the 
use of gold. Others can no doubt be adopted with a similar end in view. Of the changes which 
have already taken place, the most important is the"discontinuance of the use of gold coin for 
domestic currency purpo&eS---(>ne which, we are glad to note, has received very general public 
support. The replacement of gold by notes for domestic use has in no way weakened the general 
credit structure of the countries which have accomplished this reform. On the contrary, the 
concentration of gold in reserves under the direct and immediate administration of those respon
sible for monetary policy has greatly facilitated their task. It has enabled banks of issue to 
appreciate from week to week and from month to month the variations which take place in the 
total demand for currency; in addition, it has helped to substitute savings which fructify for 
gold in the pockets of the people or for gold in hoards which constitute a direct and useless charge 
on the community, and it has enabled the world to judge how far the available monetary gold 
stock and the accessions to it are likely to prove adequate for the needs of the future. We trust 
that the concentration of monetary gold in the reserves of central banks and its limitation as 
a means of payment to international transactions may shortly become generalised, and that, 
in those countries where gold coin is still employed for domestic transactions or lies locked up 
in the vaults of private banks, measures of reform may be adopted. In this connection, 
we would remark that there is no essential difference between gold coin and gold certificates. 
The latter are, in fact, simply warehouse receipts which enable the public, if it prefers, to hold 
~-per instead of an amount of gold exactly equal to the face value of that paper. They may, 
it IS true, prevent some wear and tear of gold and possess the advantage over coin that the amount 
outstanding is alwaya known, but on them no structure of credit can be built and through them 
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gold, which may soon be urgently required to meet the growing monetary demand arising from 
increasing production and trade, is immobilised. An appreciable economy might be effected 
if all gold coin, gold holdings against certificates and gold immobilised in commercial banks, 
were made available to perform what is now generally recognised as its proper function in the 
currency mechanism of to-day. 

But the extent to which the concentration of gold in the reserves of central banks or other 
currency authorities will effectively economise its use must depend, amongst other things, upon 
the legislation regulating these reserves. The amount of cover against notes and sight liabilities 
which any country needs is determined by a number of different factors. An agricultural 
country or a country whose exports are confined to a small number of commodities the prices 
of which are liable to wide variations will necessarily want a larger proportionate reserve than 
one which enjoys a more varied economy or a strong creditor position. It is impossible to lay 
down any general rule. But the minimum reserves which are required by law to-day are to a 
large extent the outcome, not of these considerations, but of past tradition, of convention and 
habit, of the natural fear which each individual legislature has that a departure from general 
practice may impair confidence in the currency. The minimum gold cover demanded is, in 
normal times, never employed and, even when the legal stipulations allow it to be used under 
certain circumstances, the conditions imposed are such that banks are compelled to keep a 
substantial margin in gold (or foreign assets) over and above this minimum. The main function 
of the legal minimum is thus to establish confidence, active operations being conducted, not 
with this minimum, but with the additional margin which is held in gold or assets immediately 
convertible into gold. The minimum is largely conventional, and a considerable economy 
could quite certainly be accomplished were the current accepted minima reduced. We believe 
that this could be done without in any way weakening the general credit structure. 

It follows from what has been said, however, and more especially from the very fact that 
these cover ratios are so largely conventional, that, were a single country to act alone, it might, 
in certain cases, weaken confidence in its currency. Before such action could be taken, most 
countries would demand that an international understanding should previously be reached. 
We do not believe that the difficulties of reaching agreement should prove insuperable. The 
number of countries whose assent might be considered indispensable in the first instance is 
obviously restricted and the possibility of reduction is already generally recognised. Were the 
Governments of the dozen or more countries in which the largest gold reserves are in fact held 
or required to adopt an agreed policy on this question, we have little doubt that others would 
follow their example. We should add that we do not suggest that those countries whose legis
lation prescribes, not a minimum legal cover ratio, but a maximum limit to fiduciary circulation 
should modify their system. The required result in such circumstances would be accomplished 
by an alteration of the maximum fiduciary issue allowed. 

\Ve naturally presume that, were such legislative changes as we contemplate effected, central 
banks would come to a common understanding to reduce, as occasion demanded and circum
stances permitted, the proportion of total gold cover which was held in practice. It would 
obviouslv cause no alleviation of the situation if the total cover remained unchanged and were 
merely differently divided between the legal minimum and the margin in excess thereof. 

Some economy of gold might, we believe, also be effected by extending the use of cheques, 
post-office banking facilities, giro transfers, etc., and by developing and improving the mechanism 
of clearings. In certain countries, cheques are subjected to stamp duties which must to 
some extent restrict their use. Without desiring to enter now into the special considerations 
to which this form of taxation may have owed its origin, we venture to draw the attention of 
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Governments and public authorities to the desirability of promoting the use of cheques both 
by the removal of such impediments as are caused by these duties and by such other means as 
lie in their power. · . 

Allusion should also be made to the desirability of replacing notes of small denominations 
by subsidiary coin. The employment of bank-notes of small denominations is, in the main, the 
accidental result of inflation in certain countries. Notes which were originally of relatively high 
value have been allowed to continue in normal use after their value diminished. The result has 
been to ~crease the strain on gold reserves and the cost of subsidiary currency to the community 
as a whole. The replacement of such small bank-notes by subsidiary coin would accordingly 
effect, not only an economy in the demand for gold, but also an economy in the cost of currency. 
Where such a reform is carried out, a due proportion between subsidiary coin and other means 
of payment must of course be maintained. . ·. 

We have thought it well to call attention to certain remedial measures which might be 
adopted in order to show that, serious as the prospects may be, they are not beyond the control 
of a 'concerted and sound currency policy. But if any such measures as we have mentioned are 
actually adopted, great care will have to be taken to see that they are not in advance of actual 
needs and that, on the gold economised, a structure of credit is not built which exceeds the 
norma). growth of production and trade in gold-using countries. 

In addition to these constructive measures, reference should be made to the influence which 
may be exerted on the situation by countries which have not yet stabilised their currency. In 
recent years, a number of countries have adopted what is generally called the gold exchange 
standard- This system has to some extent economised the use of gold and to a larger extent 
perhaps helped to prevent an undue accentuation of the demand for gold arising out of the 
abandonment of silver as part of the total metallic re5erves. It would certainly prove helpful 
if those countries which have not yet stabilised their currencies or are considering the desirability 
of modifying their currency laws adopted a similar policy. 

Finally, we desire to draw attention again to the consequences which might result from the 
conversion of existing foreign asset reserves into gold on any considerable seale and would urge 
all countries now employing the gold exchange standard to give serious consideratiorr to this 
matter. We are aware that the extension of the gold exchange Bystem has been criticised in 
certain quarters on the grounds that it may involve, if improperly applied, a risk of inflation. 
But we believe that this danger would be largely obviated if reserves of foreign assets were as 
a rule concentrated in central banks. Further, we believe that it would do much to establish 
complete confidence in the system were an international understanding reached that the reserves 
which countries hold abroad for the maintenance of their currency should not be subject to 
seizure or confiscation in time of war. 

Geneva, June 17th, 1930. 
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I. FUTURE PRODUCTION OF GOLD. 

A. OFFICIAL AND SEMI-OFFICIAL EsTIMATES. 

ANNEX I. 

UNION OF SOUTH AFRICA. 

1, ESTIMATE OF THE VALUE OF THE FUTURE ANNUAL PRODUCTION OF GOLD, 
IN THE UNION OF SOUTH AFRICA. 

By Dr. H. PIRow, Government Mining Engineer. 
' 

Johannesburg, December 1929. 

The estimate is based on the following assumptions and qualifications, which must be 
borne in mind when the figures are used : . 

(a) The estimate is based on existing developed or developing areas, and leaves 
out of account known but undeveloped areas like the Murchison Range, which may 
be brought within the range of payability by new metallurgical processes; 

(b) The estimate is based on present cost of production. A fall in the cost of 
production of 2/- a ton will maintam the output at its present level for about ten or 
twelve years. 

(c) The availability of an adequate native-labour supply will maintain the output 
at its present level for about eight or ten years. 

(d) The estimate assumes that the mines outside the Witwatersrand will maintain 
between them an annual output of £750,000 in value as at present. • 

(e) The estimate assumes that 15 to 20 per cent extension may be expected to 
the present official liv'es of the mines. t 

(f) The estimate assumes that six new mines-the three on the West Rand and 
three on the East Rand-will start crushing between 1935 and 1940. 

Estimated value Estimated value 
Year. of gold output. Year. of gold output. 

£ £ 

1930 ................ 48,500,000 1940 . ............... 25,500,000 
1981 ................ 42,600,000 1941 . ............... 25,500,000 
1982 ..•............. 43,800,000 1942 . ............... 20,100,000 
1988 ................ 42,500,000 1948 . ............... 20,100,000 
1984 ................ 40,700,000 1944 . ..............• 15,500,000 
1985 ................ 89,000,000 1945 . ............... 15,500,000 
1986 ................ 84,250,000 1946 . ............... II,700,000 
1987 ................ 84,400,000 1947 . ............... 10,100,000 
1988 •............... 84,400,000 1948 . ..............• 10,000,000 
1989 •............... 27,400,000 1949 . ............... 10,000,000 
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2. REPORT·O~ THE FAR EAST RAND AND FEATURES LIKELY TO AFFECT 
THE FUTURE OF THE WITWATERSRAND GOLD-MINING INDUSTRY 1• 

By Dr. H. Pmow, Government llliillng Engin~r. 

Chapter I.-INTRODUCTION. 

I. Since the issue of a report on the Far East Rand by the Government Mining Engineer 
in 1925, the position regarding the lives of Witwatersrand gold-mines has been altered by 
nrious factors which are detailed in paragraph 6 and subsequent paragraphs ·below. 

2. It is likewise clear that the 1925 report and the conclusions drawn therein have frequently 
been wrongly read and given an interpretation which an examination of the report shows to be 
erroneous and misleading. Thus the fact that the Government Mining Engineer, in paragraphs 
51 and 52 of that report, dealt exclusively with the lives of existing mines appears to have been 
overlooked by many, and the contents of these paragraphs have been quoted. as a forecast of 
the future life of the Witwatersrand gold mining industry. 

3. Such a forecast cannot be made with ·any degree of accuracy by a mining en~ineer, and 
if made would certainly not be expressed by him in such definite terms as are used m referring 
to the lives of existing mines. 

~- This report has therefore been written to set out some of the chan~es in conditions which 
have recently taken place, as well as to attempt to remove undue misgivmgs regarding an early 
serious decline in the gold output of the Witwatersrand area. 

5. Although the subject-matter of thiS report corresponds with that of the 1925 report, 
the arrangement of the contents is different, as it is unnecessary to record many details which 
have been admirably and concisely set out in the 1925 report and which have undergone no 
change. Prominence is given to those features which show important changes. 

Chapter ll.-COMPAJI.ATIVE TABLES AND STATEIIIENTS INDICATING 

CJJANGES IN CONDITIONS. 

6. The principal changes in conditions since 192~ which affect the position are due to : 

(a) :Mines which have been shut down; 
(b) lllines which have materially altered their rate of crushing; 
(c) -:Mines which have acquired further ground; 
(d) Reduction in working costs and the "cleaner mining" policy. 

. 7. Of the forty-three mines dealt with in sections 51 and 52 of the 1925 report the Craigie 
limes, the Florida Consolidated Mines and the New Unified Main Reef have shut down. 

1 
Praentecl to both Houses of Parliament by Command of Ilia Excellency Ute Governor-General. 
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8. The mines' which have materially altered their rate of crushing have been: 

Tons crushed during 

192~ 1926 

(A) Increases. 

Br8.kpan Mines, Ltd. . ................................. . 
Geduld Proprietary Mines, Ltd. • ...................... .. 
Government Gold-mining Areas (Modderfontein) Consolida-

898,250 . 
843,700 

1,014,900 
976,000 

ted, Ltd. . ..... · .................................. . 
Modderfontein East, Ltd . .............................. . 
New Modderfontein G.M. Co., Ltd. • ....••........•••.••. 
New Pioneer Central Rand G.M. Co., Ltd. . ..•.•.......•• 
New State Areas, Ltd. . ............................... . 
Nourse Mines, Ltd. . .................................. . 
Old Heriot Syndicate ........ ~ ........................ . 
Springs Mines, Ltd •.......•........•..•...............• 
The Sub-Nigel, Ltd. . ................................. . 
West Springs, Ltd. . . . . . . . ........................... . 
Witwatersrand Deep, Ltd . ............................. . 

· (B) Decreases. 

Langlaagte Estate and G.M. Co., Ltd. . ..•••••............ 
Randfontein Estates G.M. Co., Witwate!Srand, Ltd ..•.•...• 

9. Mines which have acquired further ground have been : 

(A) By Lease from Government. 

1,874,000 
363,700 

1,442,000 
6,445 

754,000 
587,500 

8,620 
770,000 
127,000 
300,623 
498,770 

1,147,900 
2,432,000 

Consolidated Main Reef Mines and Estate, Ltd .••.•••.••• 
Crown 1\Iines, Ltd. . •....•..•......................•.•.. 
East Rand Proprietary 1\Iines, Ltd. • •••..•....••...•.•••.. 
Geldenhuis Deep, Ltd. . ................................ . 
Meyer & Charlton G.M. Co., Ltd ........................ .. 
Modderfontein East, Ltd. . ............................. . 
New Durban Roodepoort G.l\1. Co., Ltd ................... . 
New Kleinfontein Co., Ltd •...•......... · ................ . 
Robinson Deep, Ltd. . ................................. . 
Rose Deep, Ltd. . ..................................... . 
Simmer & Jack Mines, Ltd .. ............................ . 
The Sub .. Nigel, Ltd . ................................... . 
West Rand Consolidated 1\Iines, Ltd. . .....•..••••.•..•..• · 

(B) By Purchase or Amalgamation from adjoining Holders • 

. Consolidated Main Reef l\Iines and Estate, Ltd. • •.••••••••• 
East Rand Proprietary Mines, Ltd., and Cinderella Conso-

lidated ........................................... . 
Luipaards Vlei Estate and G.M. Co., Ltd .•••.••.•..••.....• 

2,239,000 
596,500 

1,551,500 
41,319 

889,000 
676,800 

13,054 
817,300 
138,500 
587,900 
551,800 

950,000 
2,304,000 

Claims. 
86 

519 (a) 
588 
46 

103 
300 

67 
339 
182 
872 

~ 
2,880 

7 
4,943 

57 

2,102 
85 

2,24~ 

(a) Fifty-seven of these claims were sold by Crown Mines to Consolidated Main Reef Mines and 
Estate. • 
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10. Working costs as declared by the Chamber of 1\lines averaged 19s. 7d. per ton milled 
in 192-4, as against 19s. for 1926. 

ll. An inYestigation of the merits or demerits of the "cleaner mining" policy falls outside 
the scope of this report, and it is sufficient to state that, in certain areas where a narrow and 
high-grade reef occurs, this method of exploitation has made tonnages available which could 
not be profitably worked on a greater stoping width. The success attained is due largely to the 
recent improYements in rock-drilling machines and it is not unreasonable to expect that further 
successes in this direction will be achieved. 

12. The statements contained in sections 51 and 52 of the Government l\lining Engineer's 
report on the Far East Rand, dated soth September, 1925, were statements of fact qualified 
by an e.'qlression of opinion that, on account of the conservative nature of the estimates of lives 
for purposes of income tax. the reductions in the crushing capacities would occur a couple of 
years later than the figures showed. 

IS. A similar statement based upon the official lives of the mines at present producing, 
together with supporting details, is shown in the tables below. As a qualification of the present 
statement, on account of the conservative nature of the estimates of lives for purposes of mcome 
tax. it is submitted that, in accordance with past experience, the reductions will occur on an 
aYerage three years later than the figures show. At the risk of unnecessary repetition, it is 
again emphasised that these figures only refer to the lives of existing mines. 

u. Witmatmrand Gold Minu, including the Sub-Nigel, Lid. 

Number of mines 
producing. 

45 
8 

puring 1926 ........................................ ~ 
~ ................................................ . 

Florida Consolidated Mines, Ltd. (shut down) •••••• 
Geldenhuis Tributors . ............................. . 

84,678 
826 

New Unified Main Reef G.lL Co., Ltd. (shut down) • 14,860 

Ap~ in forec::ast • • • .. • . . . . • • • • • • • • • • • • • • . . • . . • • • 42 

15. 
Number 

of Mines. 
Official lives of less than 5 years .............................. . 

• from 5 to 10 years ...........•.................... 
14 
15 

• from 10 to 15 years .............................. . 
1 from 15 to 20 years .............................. . 

8 
8 

1 from 20 to 80 years .............................. . 2 

16. 

c hi · d r rus ng capactty, en o 1926 .........•.....•........... 
• after 5 years . ........................ . 
1 after 10 years .............. • .......... . 
• after 15 years ......................... . 

42 
= 

Tons. 
29,881,266 
25,786,572 
14,457,500. 
.6,848,500 

Tons 
milled. 

29,881,180 

49,864 

29,881,266 

Annual milling 
. capacity. Tons. 

4,044,694 
ll,S29,072 
8,114,000 
5,789,000 

604,500 

29,881,266 

Reduction 
per cent. 

18•56 
51•54 
78:78 
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17. It should be noted that, since the end of 1926, the Robinson G.l\1. Co., Ltd., the New 
Primr'?se G.M. Co., Ltd., and the Aurora Wes.t United G.M. Co., Ltd., have practically ceased 
operat10ns. But t~e ton!lage lost by the closmg down of these three mines and of the three 

·smaller ones !fienboned m paragraph 14 abo_v~ should be compensated for by the increased 
rate of crushmg of the Government Gold-mmmg Areas (Modderfontein) Consolidated Ltd. 
and the West _Rand C~nsolidated Mines, Ltd. Apart, therefore, from unforeseen stoppages: 
the tonnage milled durmg the current year should at least equal that milled during 1926. 

18. Allowing an average extension of three years of life, the above figures may be regarded 
as indicating the probable reduction in tonnage produced by existing mines. In the following 
chapter, reasons are given showing that this reduction cannot be taken to apply to the gold 
production of the Witwatersrand area as a whole. • 

For comparison with the figures given in the 1925 report, it is estimated that the total 
tonnage to be milled by the forty-two existing mines is 284,000,000, a figure which is likely to 
be exceeded by at least 15 per cent. The developed payable ore reserves of these mines on 
December 81st 1926, stood at 90,000,000 tons, with a value of 17.4 pennyweights. 

' Chapter Ili.-FAcTORS TENDING To PREVENT REDUCTIONS 

IN THE GoLD OUTPUT. 

\ 

19. In examining the factors which tend to prevent a reduction in the gold output of the 
Witwatersrand, the leasing of ground still available for that purpose should be given prominence. 

20. The table on page 28 sets out briefly the terms on which two recent leases have been 
concluded, and the diagram on page 29 depicts the Government's share in profits in comparison 
with previous leases : 

21. The areas still available for leasing are essentially the same as those dealt with in the 
1925 report if allowance is made for recent leases, and they need not, therefore, be set out in 
detail as was necessary at that date. . 

22. The prospects of concluding satisfactory lease contracts are, however, distinctly better. 
Of the many causes which have brought about an improvement in the outlook the following 
appear to be worthy of special mention : the promising development results obtained in the 
Sub-Nigel area, the favourable position of the market, the reduction (though small) in working 
costs, and the fact that the narrow reefs which presumably will be found in a considerable portion 
?f the unleased ground may prove workable, due to the reduction of stoping widths, as indicated 
In paragraph 11 above. . . 

23. As the development work accomplished in the Sub-Nigel area since the 1925 report 
was written has covered only a very small portion of ground available for leasing in that district, 
it would be unwarrantable to base on those results any definite conclusions regarding the paya-
bility of the reef in the unleased adjoining area. . . . . . . . 

On the other hand a certain amount of opt1m1sm regardmg th1s ground IS JUstified by 
the fact that the shoots' have been proved not only to continue in depth but actually to widen 
out an~ show up .more promisingly in the area recently opene~ up. ~t~o.ugh one cannot venture 
to pred1ct that s1milar favourable results are to be expected if, m adJmrung areas, the reef were 
opened up at depth, yet the prospects of developing payable propositions are undoubtedly better. 

24. The state of the market does not fall within the scope of this report, but it may be 
permissible to point out that the market is more favourable for leasing of new areas than has 
been the case. , 
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11;\0 nil wht•n lli''O• - I~'!!!. n:I·IHI Cllllt., of otthu 7~0 117ft of tho AIIIIIIILI !!!1.!!. --- UuHUlll uu.l aununl --· ---· vrolltl for tho ----· llltt ftro 1 o 1•or "' ill Ill Ill 

" t't•nt.. or hlM" "' proUto. pronto. UrNt 6 yon.n~ 

SnhJl"l"t Of I'\Wtl1HIO to SubJoot whf'n z itt lt'H~ Uum SnhJoot to a and thorcult.or 

""' IO.UUH t-o a S6•17112. ~uhjOt•t to minimum of 
II - 13 

mint mum pl'lroC\nt.. when minimum a minimum of !0'76 l~tvur oout. 
1~0 

oiUt JII''Oilht of 10 Jlcr t»ur cent. aud --· 
por oout. amouut t.o 00 oont. IHO·~t Ill 

lU'f l'OI\t., 
(b) 

11- 82'3----z-
or more of Ule 

when z h~ lfrtlAtor than 1'\JVUU\lO. 
30'170~. • 

Subjoot to a U14XIa (b) 
mum of 01·~6 por 
cont. 

(11) 

Profit 
(o) Exempt from Inoomo Tax on profits obtained (rom the worklnll' ol this area.. 

'""'"'"'"eel 
(b) Provided that In tho event o! any lnoroasoln taxation o! pronto tho paymont ahaU be dooroasod to" almllar amount. 

as a ~ter-
ot'ntage of EXPRESSED A8 A Pt:RCRNTAOB - Jl• Rovenuo - " 

10 u·5 nU 10•0 10•760 10 ' 6•0 u·3 nU nil 
u u·5 0•567 10·0 13•7H 10 4 17•5 12.3 2'5 10'8:13 
15 u·5 1'396 10·0 17•863 10 4 30•0 12•5 5•0 21'667 
liO n·5 t·SI3 10'0 U·0~1 10 4 u·5 12•5 7•5 32•600 
25 12'5 4•209 10·0 29•943 10 4 5o·o n·a o·o 39•0 
30 u·5 5'605 10•0 35·6H 10 4 65'0 15•833 10'0 43•333 
35 17·H3 7•0:?3 u·7u 41•20~ 

. 
10 4 58'671 21"429 10'114 46"429 

40 21•250 8•178 20•000 46•330 10 4 61'25 25'625 11'25 48•76 
45 U·U4 9·oo~ 23'333 60"349 10 ' 63•333 28•889 11'667 60'558 
50 27"000 9'814 26•000 53•464 10 4 65'0 31•600 12'0 62'0 
55 29•091 10·~03 28·1Sj 56•104 10 4 66•304 33·636 12•272 63'182 
60 30'833 10'905 30'000 68·3M7 10 4 67•5 35•U7 12•5 64•167 
65 32•308 10·oo5 31'538 80•2U 10 4 88•f62 36•923 12•692 65'0 
70 33•571 10•905 32 857 61'250 10 4 69'286 38'214 12"857 55'114 
15 34'667 10'905 34•000 61•250 10 4 70•0 39•333 13•0 66•333 
80 35•625 10"905 35•000 61•250 10 4 70•025 40•313 13"126 66•876 

TOTAL SHARE OF PROFIT UP TO 31ST MARCH, 1927 •. 

ccf (d) (e) 
l!~67 ,202 nU nU £8,629,070 £12,690 nil £765,510 £717,550 £300 £220,479 

!•l tncludoo £!,ROO paid to !roeboldcr on account o! bcwaarplae.taen. 
(d) • £HJ6,0U7 • • • 
(e) • £97 • • • 
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DIAGRAM SHOWING GOVERNMENT's SHARE OF PROFITS FROM LEASED AREAS. 

70 

May 1927. 
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!5. It is perfectly ob,;ous that the large capital sums for the opening up and eq\lipment 
of new mines on the unleased ground of the Far East Rand cannot be found locally, and that 
fa-rourable market conditions are necessary for the launching of such ventures. It is therefore 
stronglv to be umed that advantage be taken of the present position to open up further ground 
on the "Far East Rand. As it would take new mines in that area four to six years to reach the 
producing stage, such production, if provided for now, would commence in time to counteract 
any serious decline in output which might then be threatening. , 

26. For, although the exploitation of the ground which has been leased during the last · 
two years will, to some e.'rtent, counteract the drop in production which otherwise would have 
taken place in some seven or eight years' time, further ground will need to be opened up if the 
gold output of the Witwatersrand is to be maintained at its present level. 

27. The reduction in working costs per ton milled, as announced by the Transvaal Chamber 
of ~fines, though small, is ~ignificant and brings additional thousands of tons of ore within the 
pay limit. It is particularly pleasing to find that this reduction is most marked in the Far 
East Rand area, and as the greater :portion of the ground still available for leasing lies in this 
11rea, the results obtained by these mmes may here be examined in some detail · 

28. The following table, compiled from figures published by the Transvaal Chamber of 
llines, gives comparative figures for the years 1924 and 1926 respectively : 

\ 

COils per Ton Milled and per Fine Ounce mon on Far Eut Rarulltfine1. 

Year 1924. 

Costs Cos's 
Tons Working Gold. per ton per fine 

milled. costs. Fine miUed. ounce 
s ounces. won. 

•• d. •• d • 

Xew Kleinfontein Co., Ltd. ..•.••.•.• 618,600 598,597 143,715 19 6 83 4 
Yan Ryn Gold )lines Estate, Ltd. •..• 445,500 411,356 l18,255 18 6 69 7 
':an Ryn D:fo, Ltd. ........•••...• 790,000 761,l18 ·851,977 19 8 43 8 
Xew llodde ontein Gold )lining Co., 

Ltd ............. ................... 1,442,000 1,244,851 689,556 17 a· 86 1 
llodderfontein Dee~, Ltd. •.•.•...... 528,000 426,500 281,222 16 2 80 4 
Government Gold lining Areas (~lod-

derfontein) Cons., Ltd. .•...•••.• 1,874,000 1,641,108 840,211 17 6 89 1 
BrakJ:n llines, Ltd. ••..•••.....••• 898,250 925,605 849,827 20 7 58 0 
llod erfontein B. Gold Mines, Ltd. ••• 796,000 752,569 826,716 18 11 46 1 
llodderfontein East, Ltd. •..•.•••••• 868,700 473,461 120,888 26 0 78 8 
Geduld Proprieta1 Mines, Ltd. •••.•• 848,700 785,444 296,589 18 7 58 0 
Xe11r State Area.s, td.. •••••••••••••• 754,000 888,887 275,016 22 1 60 8 
Strings llines, Ltd. •••••••..•••••.• 770,000 824,858 850,140 21 5 47 1 \'est S . Ltd. pn~, • • • • • •. • •. • • .... • • • 288,050 227,518 1 106,204 19 6 42 10 S b-X' · u .. ..gel, td. .................... 127,000 246 614 76,018 88 10 64 11 

~0,478,800~0,158,426 4,825,284 19 5 46 11 

1 Jnclndea 16,975 ounce. from preliminary Crushing. 
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Costs per Ton llliUed and per Fine Ounce won on Far East Rand lllines (continued). 
' 

Year 1926. 
' 

Costs Costs 
Tons Working Gold. per ton per fine 

milled. costs. Fine ounce 
£ ounces. milled. won. 

a • d. B. d. 

New Kleinfontein Co., Ltd .••.••••••• • 684,400 588,774 189,215 18 7 84 7 
VanRyn Gold l\lines Estate, Ltd •.••• 452,900 no, 765 114,115 18 1 72 0 
Van R yn Dedo, Ltd. . .....•.•.••••• 818,900 674,016 298,550 16 5 45 2 
New l\lodde ontein Gold Mining Co., 

Ltd. . .......................... 1,551,500 1,428,625 817,778 18 4 84 10 
Modderfontein Dee~ Ltd. • •••.•..•• 528,200 403,434 279,955 15 8 28 10 
Government Gold ining Areas (Mod-

derfontein) Cons., Ltd .•••••.•••• 2,289,000 1,881,702 1,010,802 16 4o 86 3 
BrakJ:an Mines, Ltd. . ...••.•••••••• 1,014,900 954,503 882,864 18 10 49 11 
l\Iod erfontein B. Gold Mines, Ltd. • •• 792,000 729,128 809,906 18 5 4.7 1 
Modderfontein East, Ltd. ........... 596,500 667,715 179,524 22 5 74. 5 
Geduld Prorietat Mines, Ltd. • ••••• 976,000 888,829 830,839 17 1 50 5 
New State reas, td . .............. 889,000 911,503 867,115 20 6 49 8 
Springs Mines, Ltd. . ............... 817,800 790,297 861,591 19 4o 48 9 
West ~ prin£:, Ltd. • •••••••••••.•••• 587,900 548,660 216,808 18 8 50 7 
Sub ... N1gel, td. ... , ................ 138,500 289,556 111,272 41 10 52 .1 

12,087,000 ~1,057,007 4,919,829 18 4o 44. 11 

29. Of the fourteen mines named in the above table, two show increases in the cost ller 
ton milled, whilst twelve show reductions. In the case of the former, a considerable reduction 
in stoping width has taken place during the last two years, amounting respectively to 16·6 inches 
and 18·1 inches, and accompanied by a reduction in costs per fine ounce won of Is. Sd. and 
12s. 10d. respectively. On an average, the reduction in costs per ton milled amounts to Is. I d.,· 
and the reduction in costs per fine ounce won amounts to 2s. for all mines in the Far East 
Rand area. It may also be mentioned that, whilst the average costs per ton milled on the 
Far East Rand corresponded fairly closely to the average for the Witwatersrand in 1924, the 
respective figures for 1926 show the Far East Rand mines in a more favourable position. 

80. Obviously, extreme caution should be exercised in drawing any conclusions from these 
figures. It should be borne in mind that conditions-e.g., reef width and grade of ore-vary very 
considerably, not only from mine to mine, but also in individual working places. It is likewise 
clear that a reduction in stoping width resulting from the " cleaner mining" policy tends to 
increase the costs per ton milled and to decrease the cost per fine ounce won, l>ut can only be 
carried out in that limited area where suitable conditions occur. 

81. Without, however, attaching undue importance to individual fi~ures quoted in the 
table above, one may conclude from the marked downward trend in workmg costs on the Far 
East Rand that a measure of optimism regarding the opening up of further mines in this area 
is justified. . 

82. As will be seen from the table below, reductions in stoping widths on these mines have, 
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with one e.."t~ption, been general. This reduction is ~ue to a tendency to adopt a " cleaner 
mining" policy, and has bee~ effected by th~ use o~ Jack-hammers and concrete supports in 
stopes. The following table g~ves the results m detail : 

Far East Rand .lline.t.-Average Staping lridth.t. 

Mine. 

Xew 1\J.einfontein Co.. Ltd .•••••••.••••••....•••••••••.•• 
Y an Rvn Gold ~lines Estate, Ltd. • .••..••••..••••..•...• 
Yan R);-n Deep, Ltd. .....•••.......••••••.•.•••••••.... 
Xew ~lodderfontein G.~l. Co., Ltd. 1 •••••••••••••••••••••• 

~lodderfontein Deep, Ltd. •..•..••.•••..•.••...••••..... 
Government Gold ~lining Areas (~lodderfontein) Consolidated, 

Ltd. •..•...•••••••••••..•••..•..•••....•..•.•..•• 
Brakpan llines, Ltd. ..........•.••••••....••.....••.... 
~lodderfontein B. Gold ~lines, Ltd .••••.•••••••.•......•.• 
~lodderfontein East. Ltd.1 •••••••••••••••••••••••••••••• 

Geduld Proprietary ~lines, Ltd. •••.•.•••..••...•••..•••• 
Xew State Areas, Ltd. ••.•••••.....•..••..••....••....• 
Springs llines, Ltd. • • • • • • • • . . . • . • • • • • . . • . . . . . • . . • • • . . . • 
\\"est Sprin,as, Ltd. .••...•.•.••..•...•.••••..•....••••. 
Sub-Xigel, Ltd. •..••.•••••.•.••••.•....•••••..••..•.•• 

1924. 
Inches. 

63•5 
50 
78 
69 
76"9 

78 
61 
51 
53 
61 
61 
51 
51 
89•5 

1926. 
Inches. 

61 
44 
64 
52•4 
73•8 

70 
63 
49 
58 
59 
52 
56 
60 
26•4 

33. As has been indicated in paragraph 22 above, it may justly be presumed that, in a 
considerable portion of the unleased ground on the Far East Rand, a narrow reef would have 
to be worked. Furthennore, the hanging wall leaders which have recently been opened up on 
some Far East Rand mines are essentially narrow reefs. The successful carrying on of stoping 
operations on a width of less than two feet is therefore another hopeful indication that the gold 
output of the Witwatersrand will not suffer the reductions which the figures based on the official 
lives of existing mines only would lead one to regard as threatening in the near future. 

34. Attention may also be drawn to another aspect of this question- i.e., to the fact that, 
by obtaining definite figures regarding the cost per ton milled and the cost .Per ounce produced 
from these narrow stopes, the mining engineer, in fonning an opinion regardm~ the profitability 
or otherwise of adjoining areas, can base his estimates on more solid foundations than hitherto. 
It should be remembered in this connection that the plant capacity per ounce of gold produced 
~hen J_nilling p~ically "clean" reef will be co11;~iderably reduced, and a corresponding saving 
m capital expenditure and power consumption will be effected. 

_ 35. In this chapter, some of the more important factors tending to prevent serious reductions 
m_ the gold output of the Witwatersrand have been set out. It should, however, be borne in 
mmd_ that conditions may arise which would operate towards a shrinkage of production. Such 
conditions are dealt with in the next chapter. 

Chapter JV.-FACTOB-'!1 WHICH OPERATE TOWARDS A SHRINKAGE OF PRODUCTION. 

36. ~lowev~ much one may be impressed with favourable conditions obtaining at the 
prf:5ent tune, thl.!l report would be open to the accusation of one sidedeness if an earnest endeavour 

1 For U.e yt:an erukd June 30th, 1924, and June 3oth, 1926. 
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were not made to give due weight to those factors which operate towards a shrinkage of the 
Rand's gold production. 

87. Amongst the more important factors the following should be ranked: a rise in workin"' 
costs, shortage of European or native labour, industrial upheavals, lack of capital and th~ 
increasing depth of mine workings. 

-
88. It is well. k:nown th~t ~he Witwatersrand gold-mining industry as a whole is essentially a 

low-gradt; propos1tion, and 1t IS a~most equally well ki~.Qwn that every_ sixpence increase in the cost 
per ton mlll.ed represent;; a ~eduction of many ~housands of tons of ore m the total tonnage available 
for extractwn, as the r1se m cost of production cannot be added to the sale price of gold. The 
causes which may produce such a rise in costs are numerous and varied, ranging from an increase 
in costs of stores and heavy rail~ay. ra.tes to excessive pay of e.mployees and inefficient manage
ment. Some of these, patently, he Within the control of the part1es concerned, and can be adjusted 
by them on the basis of reasonable co-operation; others, equally obviously, "lie outside their 
sphere. In view of this fact, it is only possible to refer to these causes in general terms. Such 
a generalisation would serve no purpose if it did not, on the one hand, sound a note of warning 
to the effect that we cannot allow the future of the gold-mining industry to be jeopardised by 
the unwarrantable expectations of one or other of the bodies concerned, and, on the other hand, 
put forward a plea for co-operation to maintain South Mrica's premier industry in its present 
state of prosperity. . 

89. It is hardly necessary to refer to the fact that a shortage of labour, whether skilled or 
unskilled, reacts unfavourably on the mining industry as on any other industry, but it may be 
desirable to point out that mining on narrow stope widths entails more handling of the broken 
rock and requires a greater labour force both skilled and unskilled. This is a factor which should 
be borne in mind with regard to the opening up of new areas on the Far East Rand, where this 
method of mining will undoubtedly have to be resorted to on a considerable scale. 

· 40. Industrial upheavals, calamitous. as they are to any industry, contain an additional 
menace to the gold-mining industry. Not only can the loss of production not be made good 
subsequently owing to the limited capacities of the mine plants, but there is also the danger 
that some of the lower-grade mines, owing to flooding or caving during a complete stoppage, 
may be seriously or even permanently crippled. · 

41. As has been pointed out in paragraph 25 above, additional large sums of capital will 
be required to or.en up further new mines. Obviously, therefore, any severe depression in the 
money market w1ll affect the prospects of maintaining the gold output adversely if suc.h depression 
should coincide with a period when the capital is called for. Owing to the lapse of time between 
the initial and the producing stages of a mine, caution demands that timely efforts be made to 
provide for future contingencies. 

42. Due to the exhaustion of payable ore in the upper levels of most mines, the depth. of 
the mine workings is continually mcreasing, and is thereby not only adding to the workmg 
~osts, but is also producing a fresh series of mining problems with each l?rogressive .extensi~n 
m depth. On the Far East Rand, the relative shallowness of the reef whiCh o~c.urs m a ba.sm 
formation, with a maximum depth estimated at approximately 6,~00 feet, fac1htates solutwn 
of these problems without increasing the working costs to ~ maten~l ex~e':lt. On the Central 
and West Rand, however, the steep dip of the reef formation entails mmmg at great dep.t~s 
a.nd causes the exploitation of ore, which would be payable near the outcrop, to become prolubl
bvely expensive. 

It is clear that capital expenditure on equipment, the costs of J?OWer ~onsumption, sup.port 
of workings, ventilation, air-cooling and other items, increase progressively w1th depth of workmgs, 

I 
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and only efficient organisation for large-scale working can successfully deal w!th t~e. additional 
burdens. Even so, a depth limit exists for ~v~ry grad~ of ore. At the present t1me,_1t IS generally 
accepted that a depth of 7,500 feet is the lumt to whiCh the bulk of t_he ore found m the Cent.ral 
Rand can be worked. Such a depth limit is subj~t to the assumption that ~k bursts, ":h1ch 
are already presenting a very serious problem, :Will not assume more threatemng proportions • 

• 

Chapter V.-GENERAL REMARKS. 

48. An endeavour has been made to confine the observations and estimates contained in 
this report t.o fact.ors which, tho~gh speculative, are to so~e extent calculabl~ . Thus, ~n dealing 
with conditions hkely to curtail the future gold production, such eventualities as Widespread 
earth movements; unexpected cutting-off of the reef by hitherto unknown faults or dykes, sudden 
flooding of mines or other forms of mining disasters have not been considered. On the other 
hand, discoveries of payable values in overlying reef formations, extensions of the main reef 
series, new and more efficient mining of metallurgical processes, or the local production of cheap 
oil fuel, etc., have not b~n put forward as reasons for taking a more optimistic view of the future. 

44. A difficulty experienced in writing a report of this nature is the fact that involved 
technical arguments must be avoided, and for that reason statements of facts must be resorted 
to without going into the detail that is called for in a purely technical report. • 

45. If, therefore, the scope of this report has been curtailed, it is to be ascribed to the fact 
that it was. sought to linllt it to matters whic~ .could, with some degree of accuracy, be based 
on calculations and a knowledge of Rand conditions. It may also be mentioned that a number 
o~ important. matters falling· outsid~ the ordina9' routin~ work of this office are at the present 
tune demandmg the personal attention of the writer, who IS further handicapped by the fact that 
he has but recently assumed his new duties. . . 

46. A brief summary of the more important features of this report together with the opinion 
based thereon, is contained in the concluding chapter. ' 

Chapter VI.-SUMM.\RY. 

~~· Two ma.in reasons are given for submitting this report: an important chan e in the 
conditions affectm~ the futur~ gold produ~tion of the Witwatersrand and the fact t&at there 
appears to be a Widespread m1sunderstandmg of the contents of the 1925 report. 

4~; The more important features of the change in conditions are next dealt w1"th They 
compnse: . • 

to ~~) S~~hmen~s regardin~ th~ crushing capacities and official lives of existing mines 

1 
ge etrhw1 han mteryretat10n of these figures showing. that the actual lives will be 

onger an t ose estimated for tax assessment purp d t · 
recent acquisitions ·of further ground by existing min~~es, an s atements regardmg 

{2) Reasons for taking a more ontim" f · f h · 
~\"itwatersrand gold production at fts p~e:~n~1jw 01 } e prospec~s of maintaining the 
mclude good indications of the further extensi eve or a num er of years. These 
position of the market, the fall in working costs on dftpayable shoots,. ~he favourable 
reefs. an he successful mmmg of narrow 

49. On the other hand, the more important conditions whi"ch t nf bl . reac u avoura y on the 
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future prospects of the gold mining industry are : rise in cost of production, shortage of labour, 
stoppages, lack of capital and great depth of workings. 

50. It is clear that, in assessing the relative importance of the various conditions affecting 
the future gold production of the Witwatersrand, the personal factor cannot be eliminated. 
In view of this fact, no definite forecast of future production can be made, but the writer is of 
opinion that the indications pointing to a prolongation of the life of the gold industry consider
ably beyond the periods shown by the table of official lives of existing mines are most favour· 
~~ -

51. In setting out the various features mentioned above, an endeavour has been made to 
indicate measures for prolonging the existence of the industry, where it was thought that such 
indication was a.Ppropriate. It is felt that in so doing a plea for closer co-operation between 
the various parties concerned in t)le future of the industry could be_ advanced. 

52. When it is considered that, of £41,548,838 of gold produced on the Witwatersrand 
during 1926, approximately £28l million was paid out in working costs, £8,881,608 paid 
in dividends and approximately £8l million m taxation and share of profits, then it 
becomes clear that the benefit derived from the mining industry by the community lies to a 
greater extent in the distribution of the sums expended in working costs than in dividends or 
direct revenue accruing to the State. It therefore does not seem uncalled for to expect a 
reasonable balancing of individual interests when factors have to be dealt with which threaten 
the future existence of the industry. 

53. This view is based on the belief that the problems to be faced by the industry will be 
understood by the various bodies concerned in its future, and that their solution will be facilitated 
by a better ap,Preciation of the fact that many of their interests are mutual. The writer is 
sufficiently optrmistic to hold that such appreciation of the position will not be wanting. 

Johannesburg, May 25th, 1927. (Signed) H. PIROW. 
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ANNEX II. 

ID.'ITED STATES OF ~l\IERICA. 

GOLD RESOURCES AND ESTIMATED FUTURE GOLD PRODUCTION 
OF THE UNITED.STATES. 

ExTRAcr PUBLISHED BY PERliiiSSION FROM A 1\IEMORANDUM PREPARED FOR TilE INTERNATIONAL 
GEOLOGICAL CONGRESS HELD AT PRETORIA, SoUTH AFRICA, IN JULY, 1929, 

By 1\lr. G. F. LouGHLIN,l\Ir. H. G. FERGUSON and others, of the United States ~logical Survey, 
and 1\lr. R. H. RIDGWAY and others, of the United States Bureau of Mines. 

Preceded by an Extract from the Covering Letter of Dr. George Otis SMITH, Director of the 
United States Geological Survey, supplementing the Information given in the Memorandum. 

ContentB. 
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Chapkr•: 
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1. Map showing Total Gold Production of the Leading States of the United States 
to 1927 inclusive, and estimated Minimum and Maximum Resources to 1950. 89 

2. Annual Mine Production of Gold in the World and -in the United States from 1871 
to 1927 with Five-year Annual Averages from 1850 to 1870 and Ten-year 
Annual Averages from 1880 to 1850 •.......•............•..........•.... 

8. Production of Gold in the United States by Classes of Ore from 1848 to 1927 with' a 
Rough Forecast of Future Production to 194.2. Inset between page, 4.0 :md 4.1. 

- 4.. Production of Gold in the Leading States of the United States from the Earlie~t 
Yean for which data are available to 1927, with a Rough Forecast of Future 

- Production to 1950. Inset between pages 4.0 and·n· 
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1. Average Annual Production of Gold in- the Nine Chief Producing States and 
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2. llline ProductiOn of Gold in the United States, 1792·1927 (Fine Ounces) ••••••• ,. 4.6 
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ExTRACT FROM CovERING LETTER. 

Washington, 1\Iay 12th, 1980. 

The difference in the rate of the production of gold between the United States of America 
and Canada is due chiefly to the fact that the United States has reached maturity and may be 
·well on the way towards old age, whereas Canada is still in its vigorous youth. There are still 
some areas in the west of the United States that are entitled to more thorough prospecting than 
they have received, and there is a fair chance that some appreciable gold deposits may be found, 
particularly in Western 1\lontana and Smtth-Central Nevada, but the uncertainties of prospecting 
are such that no geologists can wax very enthusiastic over future discoveries. In Canada, on 
the other hand, a large percentage of its territory remains to be explored, and new facilities 
for travel and for development work tend to accelerate exploration. 

No definite information is at hand regarding 1\Iexico. Unstable conditions there have 
obviously been an obstacle to mining in general. 

In the United States, higher operating costs were responsible for a large part of the rapid 
decline in production since 1915, but exhaustion of the more easily mined and higher-grade ore 
bodies has also been a considerable factor. ·For example, at Goldfield, Nevada, where nearly 
all the production came from depths of only a few hundred feet, production has declined to insig
nificance, although there are Press reports of some renewed activities in the last few months. 
At Cripple Creek, Colorado, the two largest mines have found it unprofitable to extend their 
workings to greater depths. Production resulting from the more thorough exploration of their 
shallow to moderately deep workings is not likely to bring production back to its level prior 
to 1915. New ore shoots have been found at Cripple Creek during the last two or three years, 
but they have not been large enough to cause any marked recovery in volume of production. 
Other important districts, with the exception of the Black Hills, South Dakota, could be illus
trated by similar examples. On the other hand, the Homestake 1\Iine in the Black Hills has a 
steady production and the outlook for Alaska is also encouraging. 

Higher wage costs have been overcome to an appreciable extent by improved processes, 
particularly at the Homestake 1\Iine in South Dakota and at the Portland !\line _in Cripple Creek. 

It would be premature to attempt any definite statement regarding the important existing 
low-grade de~osits. To the mining geologists, the successful development of enormous low-grade 
copper depos1ts makes it most reasonable to expect eventually the successful working of low-grade 
gold deposits. There has been some success of this kind at Cripple Creek, but some other large 
blocks of low-grade ground which appeared sufficiently mineralised to justify development ha~e 
proved thus far to contain too much waste interspersed with streaks of low-grade ore to perm1t 
profitable working. Ore with a gross value of only $4. a ton can be worked under _favourable 
conditions at Cripple Creek, but if the relative value of gold or further impro~ements m methods 
of mining and milling could make $8 or $2.50 ore workable, the reserves at Cr1pple Creek, as well 
as in certain other districts, would be greatly increased. 

The net result of a study of the gold problem by the Survey's geologists indicate.s that there 
will be on the whole a gradual increase in the gold derived from base metal-especially ~opper 
ores-and that production in Alaska will increase, but these increases will not be_ suffic1ent to 
overcome the continued gradual decline in the other States. The projected graphs w~JCh rep~e~ent 
this forecast obviously cannot take into consideration any annual variation in industr1al conditiOns 
and are therefore represented as smooth graphs which, if th~ _guesses as to the future are good, 
should represent approximate averages of the actual eond1tJon. 

· (Signed) . George Otis S.MITH. 
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1\IEMORANDUM. 

I. I ntroducfio11.. 

As one of the main topics for discussion at the International Geologic Congress at Pretoria, 
South Africa, in 1929 is the gold resources of the world, preparation of a report on the gold 
resources of the United States has been co-operatively ~nderlaken by the V· S. Geological.Survey 
and the U.S. Bureau of Mines. The tables of production have been compiled by R. H. R1dgway. 
The final text has been prepared by G. F. Loughlin and H. G. Ferguson. 

ll. Production oj gold. 

Although production of gold in the United States of America began in the South-Eastern 
States as early as 1800 and has been continuous ever since. the total production has come mainly 
from the Western States, in the Cordilleran region, where mining began with the California 
gold rush in 184.9. (See Figure 1.) Up to that time the maximum annual production was 
58 000 ounces in 1843, but, after the discoveries in California, production increased rapidly, 
m~y from placers, and attained a peak of 8,144,875 ounces in 1853. It then declined rather 
rapidly unt~ 1862, as the more easily worked placers. bec~me exhau~ted. (See Figures 2 and 8.) 
Discoveries mother 'Vestern States caused fluctuations m productiOn, but the total output on 
the whole declined until1883, when it was 1,451,250 ounces. It remained between that amount 
and 1,687,000 ounces until 1892, when the discovery of gold at Cripple Creek, Colorado, began 
a great advance. which continued with minor fluctuations until 1915. This advance was aided 
to some degree by the introduction of the cyanide process in 1890 and by the lowest general cost 
level for many years, which made it possible to work deposits that were not workable before the 

· 'nineties and have not been workable since; but comparison of production by States with that of 
the whole country shows that the increase was mainly in Colorado, whose output since 1892 has 
come mainly from the Cripple Creek district. These developments also brought about a reali
sation by prospectors of the possible value of lodes other than prominent quartz veins with free 
gold and thus led to new discoveries. The develollment of dredging in California in 1896 further 
accelerated the advance; and successive discovenes, mostly of placers in Alaska, beginning in 
1904, and of lodes at Tonopah and Goldfield, Nevada, in 1903 and 1905, more than offset declines 
in production from some of the older districts. . 

In 1915, high costs and shortage of labour engendered by the world war caused a general 
rapid decline in production that continued until 1920. Slight recoveries were recorded in 1923 
and 192-4 as a result of increased production of by-product gold from copper ores and the opening 
of new shoots of siliceous ore in gold-mines, but, on the whole, production has been gradually 
declining since the war. Present costs, which are considerably above those of pre-war times, 
partly account for this continued decline, but it is generally recognised that many of the leading 
districts had reached or passed their maximum output of gold before the world war began. 
A few States, and especially Alaska, are likely to mcrease their production considerably, but 
several others are expected to decline further or to maintain approximately their present low 
rate. 

The source of the gold produced by classes of ore Is shown in as much detail as possible in 
Figure 8. The production of gold from the different classes of ore in the nine leading States 
and Alaska is shown in Table 1, beginning with 1906, when accurate detailed data were first 
obtained. Early production in both the South-Eastern and the Western States, as well as in 
Alaska, c;a~e mainly from placers,_ although in each region lode-mining began very soon after 
placer-mm1ng. Lodes became an Important source soon after 1860, when the Comstock Lode 
m Xevada and ~he lllother Lode '!'nd Grass Valley districts in Calif~rnia attained prominence, 
a~d.by 1875 theu al!nu!ll pr~uct~on exceed~ that of placers. The1r principal ores were free
!Iulh~g.gold-quartz, md1cated. m F1gure 8 and m Table 1 as dry and siliceous ores, which contain 
msufhc1ent COPJ>CI:• lead or zmc to pay for recovery. Dry and siliceous ores have continued 
to. be the principal source of gold until the present time. Placer production, after being main
tam~ ~tan annual r!lte of _abou_t 600,0~0 ~unces from 1896 to 1904 by dredging, mainly in Cali
form~, mcreased rap1~Iy .w1t~ d1scovenes m Alaska and remained above 1,000,000 ounces until 
curta1led by war activities m 1916. 
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Base:-m.etal ores contribu~ed only a small fr~ction of the total gold output until recent years, 
when. t.he1r mcreased production has accomparued the .marked decline in production from dry 
and siliceous ores an~ placer.s. Copp~r ores have steadily outranked the others, except in 1921, 
when extremely dull mdustnal conditions caused the suspension of copper-mining. Production 
on a substantial scale from low-grade disseminated copper ores began about 1907, but the total 
by-product gold from copper ores did not increase appreciably until 1915, when copper-mining 
was stimulated by war conditions. Recovery from the depression of 1921 has been marked by 
another pronounced in~rease in production of ~old from copper ores, which now .closely app~aches 
that from placers and IS expected to exceed It a few years hence, after dredgmg-ground m Cali
fornia has been exhausted. Lead ores have contributed about 50,000 to 100,000 ounces annually : 

· lead-zinc ores furnished a much smaller amount until 1924, when their output, owing to the 
introduction of selective flotation, began to increase, and it has exceeded that from lead ores 
since 1925. 

Gold production in the leading States and Alaska is shown in Figure 4. Statistical data 
for years prior to 1877 are rough approximations and are available for only a few States, but are 
represented in Figure 4o to complete the graphic picture of gold production. . California is 
outstanding as the first and most consistent large producer. It was surpassed by Nevada from 
1876 to 1878 and again in 1910 and 1911, by Colorado from 1897to 1910, and by Alaska in 1906 
and 1907; but its great quartz lodes and dredging-ground have outlasted the rich deposits of the 
other States. Even during the world war, California maintained its high rate of production 
the longest and then declined by far the most gradually. Colorado's rapid gain from 1890 
to 1900 and its subsequent decline are due mainly to the discovery, rise, and decline of the Cripple 
Creek district, and Alaska's gain has resulted from successive discoveries of placer districts and 
of a few extensive low-grade lodes. Nevada's record of production contrasts with those of the 
other leading States in having two widely separated peaks, the first due mainly to production 
on the Comstock lode in 1872 to 1879 and the second to production in the Goldfield district in 1905 
to 1915. South Dakota's production, which is less than that of the other States mentioned, 
has come mainly from the Homestake Mine, the leading gold producer in the country, and has 
been more evenly maintained. Its few years of subnormaiJ?roduction have been due to general 
economic and local plant conditions rather than to irregnlarities in the discovery and development 
of ore. · · 

llL HISTORICAL GEOLOGY. 

Gold has been produced in the United States-from deposits of difierent classes formed during 
at least five metallogenetic epochs. 1 The earliest of these deposits are associated with granitic 
and subsilicic intrusive rocks of late pre-Cambrian age and include quartz veins and lodes formed 
at high temperature. The outstanding members of this group are the great gold deposit of the 
Homestake Mine of South Dakota and the copper deposits at Jerome, Arizona. Many smaller 
deposits are present in Southern California, New Mexico and Wyoming. The Homestake deposit, 
which contributes about 15 per cent of the country's \?resent output, resulted from the replacement 
of limestone beds in pre-Cambrian schist, but there IS some question as to whether a part of this 

. mineralisation did not occur in Tertiary time. The gold-quartz veins of the Southern Appalachian 
region, which are of little importance as present or future producers, are in pre-Cambrian 
metamorphic rocks, but appear to be genetically associated with granitic intrusions of late ' 
Paleozoic age. 

Minor· deposits were formed in early Mesozoic time, but the most valuable gold deposits 
in North America were formed in late Mesozoic time. The deposits were mainly quartz veins 
of mesothermal origin associated with great batholiths of granodiorite and. quartz monzonite 
intruded at the end of the Jurassic period throughout the Pacifi.c coast region from Alask!' to 
Mexico. Ore deposition took place abundantly along. th.e margmal areas of these. batholiths. 
Gold was the predominant metal, and copper the next m rmportance. These deposits were the 

•LINDGREN, WALDEIIIAR: "Mineral Deposits", 8rd ed., pages 1001-1005, 1928;. 



soul'l'eS of the extensive placer deposits in California and Alaska and of smaller ones in Oregon 
and Idaho which were formed in Eocene and later time. These lodes and placers together now 
furnish more than 40 per cent of the country's gold production, and in the past the proportion 
has been even larger. · 

In early Tertiary, principally Eocene time, igneous activity was prevalent throughout tha 
eastern part of the Cordilleran region from British Columbia southward to 1\Iexico, where it 
attained its greatest development. The predominating intrusive rocks again were granodiorite 
and quartz monzonite, in the form of stocks, laccoliths, dikes, and sills, and the most productive 
deposits were related to stocks intruded during a late stage of the volcanic ~;>eriod. They include 
contact-metamorphic deposits of copper, disseminated copper sulphides m igneous and other 
siliceous rocks, replacement deposits-mainly of zinc and lead, but also of copper and iron-in 
limestone, and veins of base metals in quartz and carbonate gangues. Silver and gold are present 
in all these deposits, and gold is relatively abundant in the oxidised and sulphide-enriched parts 
of veins in siliceous rock and in certain silicified limestones adjacent to veins; but the greatest 
quantity of gold is obtained as a by-product of the enormous output of disseminated copper ores. 
Precious-metal lodes were also formed, but were very small compared to the post-Jurassic veins 
of the Pacific coast. Arsenic and antimony are more abundant than in the older deposits. These 
deposits also were the sourees of placers, especially in Colorado and 1\lontana, in 1\liocene and 
later time. The early Tertiary deposits contribute about 80 per cent of the country's total 
gold production. · 

Late Tertiary time was marked by uplift and widespread volcanic eruptions and shallow 
intrusions, largely of andesitic and rhyolitic rocks, from the eastern front of the Sierra Nevada 
eastward to the Rockv 1\lountains. Ore deposits associated with centres of this volcanic 
activity contained gold and silver ores and included most of the famous " bonanzas ". Lead 
and zinc are not conspicuous, except in deposits replacing limestone, and co_Pper is also scarce; 
but tellurium and antimony are more common, and mercury is abundant m parts of Nevada 
and llexico. As these deposits were formed nearer the surface than the earlier deposits, their 
productive shoots have generally not persisted to as great depths, but the Comstock and Tonopah 
districts in Nevada and the Cripple Creek district in Colorado have been worked to depths 
approaching 3,000 feet and have had a relatively long life and large production. As the exhaustion 
of the_ old lat4; Tertiary deposits has not been compensated by new discoveries, production from 
deposits of this age now amounts to less than 15 per cent of the total for the country and in recent 
years has been declining. 

~ost-Pliocene time in California was marked by the deposition of mercury associated with 
en_Ipbons _of basalt, but no noteworthy deposition of gold took place so late. During post
Pliocene time, however, placer gold from terrace or bench gravel has been re-concentrated into 
st~mbeds. · 

• • • • 

For the_ detailed deacription8 of the g~ological depoaitl, the principal minu and the estimated 
gold output an 1928-1950 for eaeh gold regwn of the United StaJes, which follow here in the original 
111n1Wra~um, referena slwuld be made to the proceedings of the International Geologic Congre88 
at Pretoria (July 1929). It has not been thought necuaaTf/ to reproduce these bere aa the production 
for~ !'re slwwn BCf!ar~ly in the summary table of the foUowing section and are further illustrated 

· by tndzvidual curvea tn Fagure 4 given above. 

IV. Conclusions. 

"ndi C?doldlReal ou_rceah to 195~--~he following table summarises the estimates made for each State 
1 VI ua y, Wit productiOn 1n 1927 for comparison. 
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Gold Production of the United States in 1927 and Probable Gold Production to 1950. 

1927 1928-1950 (ounces) 

Ounces. Per cent. Minimum. Maximum. 

Alaska . ................... 286,298 13•52 18,000,000 55,000,000 
Appalachian region •••••.•.. 601 o·o3 40,000 200,000 
Arizona .................. 203,088 9•59 3,600,000 5,000,000 
California .................. 564,981 26•68 5,000,000 10,000,000 
Colorado ................. 259,ll1 12•24 4,000,000 10,000,000 
Idaho .................... 15,209 0•72 200,000 500,000 
Montana ................. 56,076 2•65 970,000 6,000,000 
Nevada .................. 149,445 7•06 1,850,000 2,700,000 
New Mexico .............. 26,098 1•23 200,000 500,000 
Oregon ................... 14,425 0•68 200.000 750,000 
South Dakota ............. 322,681 15•24 6,000,000 10,000,000 
Utah ..................... 199,518 9'42 ' 5,000,000 7,000,000 
Washington ............... 19,398 0•92 200,000 400,000 
Other States •••••..•....•• 824 0•02 - -
Total for continental United 

States ................ 2, ll7,253 100•00 44,760,000 108,050,000 
Philippine Islands ......... - - 1,500,000 4,000,000 

It is thought that the minimum represents a conservative estimate of probable production 
u!lder a continuance of about the present price level. Most of the maximum figures assume 
either a greater purchasing power of gold or lowered costs through improved technique or better . 
transportation facilities. The minimum figure calls for an average annual production in the 
next score of years of about two-thirds the present output; to reach the maximum figure, the 
present rate of production must be doubled. 

Ultimate Gold reaourcea.-No attempt has been made to give quantitative expression to 
the ultimate reserves, as the data available for most States are inadequate. -

Alaska is still in an early stage of development, and the production from lode mines and, to 
a less extent, from placers will probably continue well beyond 1950. As shown in Figure 4, 
Alaska's production is expected to increase at a somewhat accelerated rate. In Arizona, Utah, 
and Nevada, large deposits of disseminated copper ore give promise of long-continued production 
of gold as a by-product. In California, few of the lodes now being mined have a probable life 
exceeding twenty years, but there is a possibility of new discoveries beneath the Tertiary lava. 
The areas of auriferous gravel are greater than could be exhausted in the time considered if 
hydraulic mining is again permitted. South Dakota is the only State in which a deposit, valuable 
chiefly for gold, gives promise of continued production beyond the period considered in the 
preceding sections. 

For the other States, the probability of continued production beyond 1950 depends to a 
greater or -Jess degree on possible future reduction in costs, either from increased purchasing 
power of gold or improvements in technique, or on the possibility of new discoveries. 

It is thought likely that, except for Alaska, the trend alrea~y observable of decreasing 
gold-mine production, both lode and placer, and increasing production of by-p_roduct gold from 
base-metal ores, chiefly copper ores, will continue, and that the future production of gold in the 
United States will, even more than at present, depend on that of copper. 
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State Total•. 
aDd 

Pftiod. Q11ADtity. Percent. 

... ,...,... 
1-·1910 •••••• e.0.5St 100.00 
1911-191~ •••••• 794,244 100.00 
1911~19'!0 ........... 57!.485 100.00 
19tl-19:!.i •••••• 330,181 100.00 
19"!6 ................ 3~4.4.Sl 100.00 
19U .................... IS6."i11 100.00 

,.,,.._ 
1906-1910 •••••• 134,491 190.00 
1911-1915 •••••• 189,:160 100.00 
19IS-19t0 •••••• 130,084 100.00 
19"!1·19i-i • ....... 209,!16 100.00 
19"!1 .................... 134,011 100.00 
uH; .................. 100,495 100.00 

Calilonoia 
1906-1910 ...... 111.148 100.00 
1911-191~ •••••• 996,091 100.00 
1916-19!0 •••••• 861,406 100.00 
)9'!1-19i~ ........ 678,957 100.00 
19'!6 .................. 676,798 100.00 
19"!7 ............... 564,586 100.00 -
~ 

1--1910 •••••• 1,051,9R7 100.00 
1911-1915 •••••• 148,493 100.00 
1911-19t0 •••••• 629,820 100.00 
19:!1·19'!~ ......... 3H,628 100.00 
19t8 ........... 3U,400 100.00 
19~7 ........... U6,377. 100.00 

lddo 
1906-1910 •••••• 81,912 100.00 
1911-1915 ••• --. 62,211 100.00 
1916-1920 •••••• 36,980 100.00 
1921-19;!.; •••••• 27,118 100.00 
1921 ............... 13,669 100.00 
1927 .............. 13,311 100.00 

.JI-
1908-1910 •••••• 177,390 100.00 
1911-1915 •••••• 193,029 100.00 
1916·1920 ........ lt7,575 100.00 
1921-1925 ...... 83,367 100.00 
19t8 .............. 80,504 100.00 
lSI%; ................ 63,6U 100.00 

SntM4 -
19<16-1910 •••••• 688,071 100.00 
1911-1915 •••••• 641,745 100.00 
Ull-1920 •••••• 295,609 100.00 
192l·li2a ............ 185,825 100.00 
1926 ............... 175,382 100.00 
11127 ................ 160,341 100.00 

0..,... 
19fJ8-1910 •••••• 48,880 100.00 
1911-1915 •••••• 82.737 100.00 
1916-1920 •••••• 14,433 100.00 
1..-ll-11125 ...... 27,830 100.00 
Ut28 ................. 13,243 100.00 
1927 ................ 14,678 100.00 

-DalwiG 
191>'1-1910 •••••• 298,221 100.00 
1911-1915 •••••• 361,752 100.00 
1914-11120 •••••• 299,245 100.00 
1021-1925 •••••• 306,0~1 100.00 
]g26 ............ ~ 279,529 100.00 
Jg2J ~········· 322,032 100.00 

Ukt 
19116-1910 • , ••• , 215,560 100.00 
1011-191~ •••••• 11<7 ,720 100.00 
1018·1920 •••••• 135,966 100.00 
1921·19Z6 •••••• 133,969 100.00 
l!l:!ti ................ 1~2.i63 100.00 
1927 .............. 193,901 100.00 

--"-

Table I.-AVERAGE .ANNUAL PRODUCTION OF GOLD IN THE 
BY FIVE-YEAR PERIODs; AND BY 

Placen. Dry &Dd Slllceouo Oreo. CopperOreo. 

QuanUtr. Percent. QuanUt:r. Percent. Quantity. Percent. 

766,4S8 81.49 111,190 18.20 1,900 0.31 
645,864 68.73 241,641 30.411 8,738 0.85 
345,329 60.32 120,889 38.58 6,236 1.09 
183,985· 55.711 144,921 13.89 1,183 0.36 
18:1,325 68.20 140,191 43.91 1,693 0.611 
144,256 60.31 Ull,46-& 49.69 - -

35.49 1,854 l.IS 77,593 67.89 U,725 
1,675 0.83 117,888 82.29 82,375 3'2.98 

435 0.19 128,114 66.71 93,451 40.61 
394 0.19 109,385 63.29 93,528 44.70 
3311 0.14 60.885 11.68 187,920 71.78 
303 0.15 30,U8 16.17 151,846 79.73 

-
391,267 . "·" 495,329 64.37 S.,048 1.84 
427,221 ti.8ll 6'9,811 65.20 18,173 1.811 
392,831 45.68 . 445,688 61.14 20,099 1.33 
288,913 411.68 375,763 65.50 10,881 1.58 
252,924 43.85 310,620 63.84 11,233 1.96 
282,380 60.011 264,913 46.92 16,657 1.93 

11,548 1.10 998,1" 14.82 10,848 1.01 
14,070 1.54 888,287 93.43 6,859 0.71 
28,689 4.58 670,237 90.63 8,358 1.01 
15,811 4.59 313,53:il 90.97 1,718 0.60 

1,271 0.88 320,978 93.76 888 0.20 
&,568 1.78 234,669 91.81 141 0.08 

14,709 23.78 40,861 85.87 1,701 6.98 
29,177 48.»1 15,951 u.n 3,328 5.35 
11,274 30.49 20,150 64.49 1,830 7.19 
14,365 61.97 7,869 29.011 2,003 7.39 

8,360 81.18 1,995 11.91 43:1 1.11 
1,5211 49.10 4,823 31.49. 784 6.18 . 

37,511. 24,57t 13.85 108,1~0 80.97 11.18 
40,471 20.97 115,934 80.05 30,770 26.94 
20,984 u.n 88,559 68.85 26,719 . 18.11 

3,933 4.72 61,344 81.511 19,031 22.83 
1,104 1.83 23,810 39.35 27,291 45.10 
1,080 2.02 18,38i 34.35 27,241 60.87 

4,191 0.83 843,354 98.!9 8,929 1.34 
14,707 2.29 6ti3,663 90.93 39,397 8.U 
11,128 3.78 241,446 81.88 38,933 13.17 

7,394 3.98 152,701 82.17 21,308 11.47 
2,888 1.83 128,815 72.111 38,409 20.78 
1,809 1.20 . 94,708 82.99 46,8ti4 31.111 . 

13,137 28.16 33,187 11.13 338 0.71 
17,787 28.35 44,621 n.u 244 0.39 
28,347 44.00 30,633 47.54. 6,421 8.U 
15,616 68.62 10,282 37.U 1.763 8.34 

6,938 44.84 8,743 60.91 682 4.25 
8,8~8 80.66 4,078 83.92 8lll 6.63 

' 208 0.07 !95,998 99.92 - -292 0.08 381,409 99.91 - -43 0.01 299,192 99.99 - -35 0.01 308,046 99.99 - -• - 279,623 100.00 - -14 - 322,018 100.00 - -
122 0.15 49,861 23.13 1U,261 67.64 
149 0.08 42,102 22.43 104.454 M.64 

31 0.02 22,179 16.32 70,984 62.21 
32 0.02 82,398 24.18 tH,l20 45.63 
18 0.01 26,097 13.18 100,ti54 65.19 - - 22,710 11.71 100,068 61.60 

1 
The tnoductloD ben abowu Ia eotlmated mine production and doeo not COI'I'Oipond to the ftnal ftnreo ot the Unltod Stnteo 
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NINE CHIEF PRoDuciNG STATES AND ALAsKA, 1906-1927, 
CLASSES oF ORES. (Fine Ounces.) 

Lead Orea. Zlno Oreo. Copper-Lead and Copper-
Lead·Zino Orcs. 

Quantity. Par cant. ·Quantity. Par cent. Quantity. Per cent. 

' 

- - - - - -- - - - - -- - - - ' 
31 0.01 

66 0.02 - - 36 0.01 
3U 0.07 - - - - -- - - - - -

4,249 3.18 620 O.f8 2,650 1.97 
4,056 2.14 1,870 0.99 151 0.08 
4,855 2.11 1,684 0.69 802 0.35 
6,0SO 2.63 - - 799 0.38 

10,686 4.67 88 0.03 2,608 1.11 
9,091 4.63 10 0.01 726 0.36 

489 0.05 10 - - -
850 0.09' 29 - - -

2,974 0.35 9 - ' -
1,397 0.21 191 0.03 11 -
1,027 0.18 951 0.18 138 0.01 

330 0.06 338 0.08 69 0.01 

21,479 2.04 362 0.03 6,983 0.58 
21,194 1.55 160 0.02 1,383 0.15 
16,122 1.58 617 0.08 734 0.12 

3,708 1.08 68 o.os 127 0.04 
1,998 r 0.58 3 - 23 0.01 
2,498 0.98 - - 88 0.03 

1,804 4.53 6 0.01 1 -
'3,175 6.10 8 0.01 - -

2,478 8.70 1 - 20 0.08 
1,8U 8.81 - - 885 3.19 
1,456 10.66 - - 34 0.25 
1,828 '11.94 - - 1 0.01 

4,839 2.81 1,593 0.90 879 0.50 
2,559 1.33 691 0.38 39 0.02 
3,677 2.49 1,684 1.14 269 0.18 
2,637 3.18 1,094 1.31 773 0.93 
2,391 3.95 162 0.27 331 0.55 
1,541 2.88 1,209 2.28 315 0.69 

7,702 1.15 1 - 3,853 0.58 
3,372 0.53 172 0.03' 531 0.08 
3,003 1.02 8 - 93, 0.32 
3,809 2.05 6 - H9 0.08 
8,538 4.87 - - to• o.u 
6,214 '-13 - - •n 0.28 

- - - - - . -
K5 o.u - - - -
32 0.05 - - - -- - - - - -- - - - - -- - . - - - -

17 0.01 - - - -
61 0.01 - - - -
10 - - - - -- - - - - -- - - - - -- - - - - -

28,626 13.28 u - 11,09'' 5.13 
32,574 17.35 IT o.oa 100 0.05 
23,324 17.16 - - 178 0.13 
26,H6 19.U - - 110 0.01 
19,096 10 . .a I - - -19,869 10.15 - - 1,018 0.51 

Bureau or Mint wh!oh are baaed on rellner;r production. 

Lead·Zino Orcs. State 
and 

Quantity. Percent. Period. 

.A.ltut"-·a - - 1906-1910 - - 1911·1915 - - 1916·1920 - - 1921·1925 - - 19"!6 - - tun 

.drlztma - - 1906·1910 
1,3U 0.71 1911·1915 

783 0.34 1916·1920 
30 0.01 1921·1925 

1,707 0.73 1926 
103 0.05 1927 

California 
5 - 1906-1910 -- 1911·1915 - - 1916·1920 - - 1921·1925 
1 - 1926 

- - 1927 

Colorado 
8,755 0.84 1906-1910 
6,560 0.59 1911-1915 
7,163 1.14 1916·1920 
9,665 2.80 1921·1925 

16,438 4.80 1926 
13,415 5.26 1927 

ldalw 
30 0.06 1906-1910 

676 0.92 1911-1916 
397 1.07 1916·1920 
169 0.62 1921·1925 
392 2.87 1926 
348 ll.27 ton 

Munlana 
- - 1906-1910 

2,559 1.33 1911·1915 
7,703 5.2ll 1916·1920 
4,555 5.46 1921·1925 
5,415 8.95 1926 

. 3,768 7.03 1927 

Nnada 
47 0.01 1906-1910 

3 - 1911·1915 
158 0.05 1916·1920 
.61 0.25 1921·1925 
750 o.u 1926 
3U 0.21 1927 

Ort"gon. 
,_ - 1906·1910 
- - 1911·1915 
- - 1916·1920 
- - 1921·1925 
- - 1926 
- - 1927 

South Dakota 
- - 1906-1910 - - 1911·1915 
- - 1916·1920 
- - IDn-1925 
- - 1926 - - 1927 

Utah 
1,392 0.65 1906-1910 
8,31. •. 43 1911·1915 

19,270 u.11 1916·1920 
13,953 10.4! 1921·1925 
38,699 21.17 1926 
60,258 U.91l t9n 
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Table 2.-lln."E PRoDUCTION OF GoLD IN THE UNITED STATES, 1792-1927. 

(Fine Ounces.) 

Period. . Quantity. Period. Quantity. 

1792-1850 1 • - •••• 6,000,000 1913 ....•.... 4,265,580 
1851-1860 1 •••••• 26,650,000 1914. . •..•.... 4,519,662 
1861-18701 •••••• 22,950,000 1915 ..•...... 4,828,672 
1871-18761 - ••••• 10,750,000 1911-1915 •••••• 22,784,760 
1877-1880 ••••••• 8,869,058 1916 .•....••. 4,405,779 
1881-1885 ••••• -- 7,780,872 1917 ......... 8,981,482 
1886-1890 - •••••• 8,077,967 1918 •...•••.• 8,258,875 
1891-1895 •••••••. 9,106,88-i 1919 .•..•.••• 2,877,509 
1896-1900 ••••••• 15,728,572 1920 ••..••.•. 2,4tl4o,4ol0 
1901-1905 •..•.•• 19,898,722 1916-1920 ...... 16,987,555 

1906 . ..•••. ~ ... 4,565,888 ~ 1921 .••• .•... 2,861,801" 
1907 .••..•...• 4,871,639 .. 1922 • ........ 2,289,285 
1908 •••••••••• 4,560,548 1923 ........• 2,426,490 
1909 ..•..••••• 4,809,694 . - 19241 ••••••••• 2,446,828 
1910 ••••••• : •• 4,649,496 1925 •. •........ 2,819,883 

1906-1910 ••••••• 22,956,710 1921-1925 •••••• 11,848,187 
1911 ••...••.•• 4,671,508 1926 •.•...•.• 2,238,616 
1912 ....•.•••• 4,498,388 1927 •••.••••• 2,117,258 

1 Bough estimate. 
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ANNEX III. 

CANADA. 

ESTIMATE OF THE FUTURE PRODUCTION OF GOLD IN CANADA. 

Letter from 1\lr. R. H. COATS, Dominion Statistician. 

Dominion Bureau of Statistics, 
Ottawa, Canada, 

l\Iarch 25th, 1930. 

We have gone into the question of the probable future production of gold in Canada and have 
arrived at the conclusion that in 1940 it will lie somewhere between 2,000,000 ounces and 
2,250,000 ounces-probably nearer the latter than the former. ol 

In arriving at this estimate, we have examined the records of present producers of gold, 
and have also extrapolated a curve. We think gold production in Canada will slowly but steadily 
increase during the next ten years. Beyond that period we would not attempt an estimate. 

(Signed) R. H. CoATS. 
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ANNEX IV.· 

AUSTRALIA. 

MEliORAXDUM O:S THE PROBABLE FUTURE GOLD OUTPUT 
OF AUSTRALIA.• 

By llr. E. C. DYASON, Former Chairman of the Australian Gold Producers Association 
and President of the Victorian Chamber of 1\Iines. 

1. The two factors which determine gold output in Australia, as in other countries, are : 

(a) The discovery of a major field (e.g., the Golden !tlile at Kalgoorlie, which 
completely altered the complexion of the industry in Australia from 1895 onwards); 

(b) The course of world commodity prices (i.e., the purchasing power of gold). 
-

These two factors apply with particular force to Australi" and render impossible any accurate 
assessment of future yields. ' · ~ . · 

2. There are two reasons for this : 

(a) Considerable sections of probably auriferous country are inadequately 
prospected, even on the surface; . 

(b) The ore occurrences are, for the great part, extremely irregular in size and 
value, and most of the production has in the past come from a continuous succession 
of comparatively ~or discoveries within the boundaries of known fields. 

8. Prospecting for new gold in Australia has declined to a very low level since the accentuated 
fall in the value of gold after 1914. Comparative prosperity in other industries has combined 
with the lower purchasing JlOWer of gold to discourage both the individual prospector and the 
large company from expending energy or money in looking for gold deposits. It may be estimated 
that the cost of prospecting (and the industry has lived upon prospecting in the past and upon 
this the bulk of the expenditure has been devoted) has doubled since 1906. 

4. This decline in prospecting has led to the almost complete extinction of the industry 
in the eastern States, where the ore occurrences are almost entirely of the character mentioned 
in 2 (b). There are, however, practically innumerable possibilities of production in Victoria 
and Xew South Wales, if economic conditions (depression in other industries, combined with 
low commodity prices) should become favourable to gold-mining. 

:;. I~ W ~rn Au~tralia, which now con~ri~utes the greater part of Australian producti~n, 
the situat!on IS rather different. There the pnne1pal part of the output comes from mines working 
comparatively large ore shutes, though even there the industry is decadent and mainly concerned 
with ta~ng out the residual remnants of former discoveries. Some hope has recently been given 
to t~~ mdw;try by rather better r~ults ~rom prospecting at Kalgoorlie and the development 
of \\ iluna, a large low-,-ade deposit, estrmate~ to prod~ce approximately £700,000 'J>er annum 
f~~ say, .June 1930. 1 assume that these estimates Will be realised, but the output from the 
ex~~ng mmes must be expected gradually to decline over the next five years, as the present ore 
bodies become exhausted. 

• AMwning the maintenance of the gold 1tandard. 
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6. The possibility of discovering a major field is one that must be recko~ed with in Australia. 
It is true that there has been no such discovery since the 'nineties and this has to be counted 
against the probability, but areas incomf>letely explored and formerly inaccessible are so vast 
that the development of aviation gives qUite some hope that they mar be covered by adequately 
equipped prospecting yentures with some likelihood of success. It 1S always fossible, too, that 
even the present restricted amount of prospecting or a chance find may revea a hitherto undis
covered area of highly auriferous rocks. Obviously, however, estimates cannot be carried so 
far into the unknown. It is reasonably safe to assume, because of the almost innumerable 
occurrences, that a considerable number of gold discoveries will be made in Austmlia between 
1930 and 1950. On past experience these will not be individually important. The chance 
of a new major field's being discovered is incapable of definite expression and, although the 
writer looks upon the chance for and against this happening within the next twenty years as beina 
evenly balanced, in forming an estimate it has been assumed that it will not occur. "' 

7. The future of gold values is, of course, one in which the influence of Australia-whether 
as a gold producer or as a unit of the economic world-is likely to be negligible. The great 
con<'entmtion of the world's gold currencies from the people's pockets into banking reserves 
would appear to support considerably higher commodity price levels than prevailed before the 
war and there seems no tendency toward the resumption of gold circulations. On the other 
hand, the full force of this condition appears to have been felt and, unless international banking 
develops at a greater rate than appears probable at present, it seems likely that improvements 
in productive technique will move relatively faster and that therefore price levels are more likely 
to decline than to increase mpidly • 

. 
· 8. Obviously, the foregoing discussion of this question is inadequate, but it is necessary 
to make some assumption regarding price levels. If, for example, price levels (and wages (or 
these are most important in mining) fell to the 1896 level, gold-mining might be expected to 
flourish in Australia. This would occur not so much, because there are large bodies of low
gmde ore just below the remunerative level. There are not so many of these deposits known, 
but the lower costs and wage levels would greatly stimulate prospecting and there can be little 
doubt that a stream of new discoveries would follow this increased activity. 

9. In view of the necessity for making a more or less definite assumption as to the course 
of world prices, omitting a discussion on the possible divergence between wages and commodity 
prices, it IS assumed that the average of the two (wages being roughly 50 per cent of mining costs) 
will fluctuate between 25 and 50 per cent above 1914. in terms of gold, with a tendency toward 
the lower figure. 

10. While technical improvements in mining are being made, there does not appear to be 
much chance of these imi,>rovements being very considerable. There is little hope of the part 
played by manual labour m underground mining being greatly reduced and labour rates must 
remain an important element in mining costs. Improvement m output from improving methods 
is not greatly to be expected. 

11. The chanC'e of new discoveries through geo-physical prospecting is not great as regards 
pure gold ores. The fact that two parts in 140,000 are usually remunemtive, while one part 
m 140,000 is definitely unremunemtive, leaves the distinction betw~n. ore and rock a very fine 
one for any scientific instrument to detect. Base-metal ores contammg gold may be located 
by instruments and may affect the output, but this is unlikely to be of great importance in the 
total production. · ' 

12. On the foregoing reasons, therefore, I would be !nclin~ to expect t~at the gold yield 
of Australia would gradually decline as the Western Austrahan nunes, now workmg, are exhausted, 

' 
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but a.,oainst this must be reck?ned ~e e.-qJeCted outp~t of Wiluna ~f .£700,000 per. annu'!l· The 
decline may be e.-qJeCted until a pomt of balance w1th the oppos1te forces mentioned m para
graph 8 is reached. Assuming no major discovery is made, but assuming Wiluna to be producing 
from June 1930, an estimate may be hazarded as follows : 

.£2,800,000 per a,nnum. 

.£2,550,000 • 
1930 ............................. , ............ . 
1931 ................................................................ . 
1932 .................................................. . .£2,500,000 • 
1933 ..... .._ ............................................... . .£2,450,000 • 
19M ......................................................... . .£2,400,000 • 

1 
1950 ........................................................ .. 

t 
.£1, 750,000 

TABLE SHOWING THE VALUE L'i .£'s OF GOLD PRODUCED IN AUSTRALIA.-1901 to 1929.1 

Prepared by 1\lr. Charles H. WICKENS, Statistician and Actuary of the Commonwealth. 

y,.., N.S. WalfL Victoria. Qneellllland. South WeotAust. T_asmanla, Northern Tot&l 
ADBt. Terrlt.ory. Austra.HL 

1901 737,16! 3,102,753 !,541,764 18,613 7,235,853 295,170 88.385 14,017,508 
1902 684,970 3,062,028 !,720,512 24,S28 7,947,661 301,573 70,251 14,211,823 
1903 1,080,029 3,259,48~ !,839,801 28,650 8,770,7111 254,403 69,847 18,302,7:l1 
1904 l.lt:l,lot 3,252,045 1,714,934 76,025 8,424,226 280,015 U,714 15,935,118 
1905 1,165,.013 3,173,7« 1,517,295 45,853 8,305,654 312,380 61,392 15,571,331 
1906 1,078,866 3,280,478 2,313,464 27,000 7,622,749 254,963 48,884 14,626,3~4 
1907 1,050,730 2,954,617 1,978,938 20,540 7,210,749 277,607 21,581 13,514,762 
1908 154,854 2,M9,838 1,975,554 12,300 8,999,882 242,482 23,942 13,058,852 
1909 861,548 2,778.956 1,935,178 30,208 8,776,274 190,201 30,906 12,611,267 
1910 802,211 !,42!,745 1,874 955 28,000 8,246,848 157,370 25,521 11,557,650 
1911 769,353 2,140,855 1,840,323 15,000 6,823,075 132,108 30,910 10,551,624 
1911 70!,129 2,039,46! 1,477,979 28,000 6,448,385 161,300 22,671 9,879,928 
1913 635,703 1,847,475 1,128,768 27,800 5,581,701 141,876 13,250 9,376,573 
1914 528,873 1,155,238 1,059,674 26,581 6,237,353 111,475 9,754 8,728,948 
1115 562,819 1,397,793 1,060,703 25,830 5,14Q,228 78,784 3,781 8,269,938 
lliUI 451,370 1,090,194 913,951 33,000 4,508,532 67,072 3,861 7,076,980 
1917 349,038 857,500 781,6311 30,334. 4,121,845 61,577 3,677 6,185,410 
1918 361,743 1174,655 567,371 26,252 3,723,183 44,72& 2,229 6,408,157 
1111 336,240 1191,632 618,101 16,465 3,748,882 89,252 4,234 6,454,806 
1920 !71,109 8511,461 848,168 1,5411 3,475,392 35,134 5,282 6,308,092 
IHI 271,30! 654,087 214,06l 13,933 2,935,893 28,311 1,2911 4,018,685 
1M2 118,351 601,516 378,15 4,693 2,525,811 16,101 640 S,.545,173 
1923 83,325 422,106 392,563 &,191 2,232,178 16,300 743 3,151,414 
11124 88,1105 31!,398 459,716 4,093 1,255,932 21,6111 3,270 3,143,830 
1925 82,498 200,901 197,118 3,535 1,874,320 U,969 1,939 2,376,280 
19211 12,551 208,471 43,914 3,219 1,857,711 17,936 694 2,214.401 
1927 78,596 163,699 161,321 1,776 1,734,671 20,648 468 2,159,076 
1928 54,503 144,068 56,395 2,258 1,671,093 15,306 431 1,944,054 
1129 31,8tl 111,609 33,204 1,500 1,602,142 23,772 653 I 1,80i,622 

. . 
Commonwealth Bureau of Census and Statistics. 

Canberra, March 6th, 1980. 

1 For purpose of conversion into fine ounces the values given are to be divided by 4.24773,. the 
value in pounds llterling of the fine ounce of gold. 

• Subject to alight adjtllltment. 
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ANNEX V. 

INDIA. 

ESTil\IATE OF FUTURE GOLD PRODUCTION :DI' D\DIA TO THE END OF 1940, 

By Dr. FERMOR, Director of the Geological Survey of India. 

It is desired to forecast the probable output of gold from India up to the end of 1940. I give 
first in tabular statement the figures for the ten years 1919-1928: 

1919 •••..•••..••.••..•..••.••...•. 
1920 ............................... . 
1921 ............................. . 
1922 .•.••..•••... : ..•..•..•..•..•• 
1923 •..•.••••..••..••.••.....•.... 
1924 ..•...••.•.....•..••.•••..•..• 
1925 ..•....•...•...••....•••..•.•• 
1926 .....•.•..•.•.•••..•...•...•.. 
1927 ••..•.•..•.....•.•..•..••.••.. 
1928 ......... ~ .................... . 

India. 
Ounces. 
507,261 
499,068 
432,723 
438,015 
422,307 
396,351 
393,875 
384,159 
384,273 
376,063 

Mysore. 
Ounces. 
485,248 
482,958 
422,538 (a) 
429,560 (b) 
420,669 (c) 
392,578 (d) 
393,513 (d) 
382!899 (d) 
381,723 (d) 
375,886 (d) 

In the earlier years of the period shown, there was an appreciable output of gold from mine~ 
worked according to European methods in Hyderabad State and in the Anantapur district, 
1\Iadras Presidency. The Hatti Mine in Hyderabad was closed down in 1920, whilst work in 
the Anantapur district finally ceased in 1927. Apart from these two areas, the annual production 
of gold in India outside the 1\Iysore State consists of trivial quantities of alluvial gold from 
Burma, the Punjab and the United Provinces, with an occasional small production of vein-gold 
from the Kundra-Kocha Mine in the Singhbhum district, Bihar and Orissa. With the cessation 
of mining in Hyderabad and Anantapur, the production of gold in India outside Mysore is not 
likely to average more than 1,000 ounces a year. \Ve may exclude, therefore, all production 
outside 1\lysore and base our estimates for the future upon the Kolar ~oldfield in 1\lysore State 
only. In the following diagram, I have shown the all-India productiOn of gold and also the 
1\Iysore production of gold for the ten years 1919-1928. Formerly the production from 1\lysore 
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(a) Contains 380,780 ounces of fine gold. (b) Contains 881,955 ounces of fine gold. (c) Contains 
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was given in tenns of unrefined bullion, but in the years 1921-1923 the gold contents of the bullion 
were reported separately, and from 1924 onwards fin~ gold only has been returned. ~he lo'!l'et
curve in the diagram gives the production of fine gold m Mysore for the years 1921-19~8 mclus1ve. 
It will be seen that, in 1921, the output of ~ne gold _was 880,780 ounces, ~hat th1s rose to a 
maximum of 893,518 ounces in 1925, and dechned agam to 375,886 ounces m 1928. · , 

It is, of course,' difficult to forecast precisely the future progress of developments at K?lar, 
and therefore to decide whether we should regard our curve for the future as that A-B obtamed 
by producing the line joining the points for 1921 and 1928, in which case the production will 
have fallen annually to 865,000 ounces by 1940; or whether we should base our predictions for 
the future only on the production of the. five years 1924-1928, in.which.case •. ~y producing ~he 
line joining 1924 and 1928, we shall predict a somewhat more rap1d dechne g1vmg a productiOn 
in 1940 of only 830,000 ounces as per A-C, · 

In view of the increasing depth of the Kolar Mines and the increasing difficulties attendant 
thereon in the fonn of increasing rock temperatures and of .increasing rock pressures leading 
to dan~rous accidents, so that conditions of work become increasingly more unpleasant with 
depth, 1t seems wise to reject the upper curve A-B and to consider only the lower one A-C. The 
question is whether we can predict . that the rate of production from the Mysore Mines• will 
decline only at this rate in view of the fact that ore reserves for so long a period have not been 
proved to exist and of the increasing difficulties of work just referred to. It is a fact, however, 
that hitherto all the difficulties due to increasing depth have been successfully overco~e, and 
there seems no reason to suppose that, should the gold-bearing lodes continue to greater 
depths with a grade not lower than that at present experienced, these physical difficulties will 
no be overcome. The question therefore really is whether we can reasonably expect the 
lode at present being worked to continue deep enough to provide ore reserves until 1940. 
Upon this it is impossible to express an opinion, but the fact is that fresh ore shoots continue to 
be found in depth, and no geological reasons have as yet been discovered why these ore shoots 
should not continue to occur at considerably -greater depths than those to which they have 
been at present proved. ' · 

' The Indian production of gold fonns such a small proportion of the world's total that I 
p~ume the P~f!S of the present enguiry. will. be satisfied if we indicate a probable upper . 
linut of gold that ~ likely to ~ p~~ced m the penod unde~ consideration. For this purpose, 
we may take the line A-C as md1catmg the probable maximum future curve of production 
for Mysore and therefore really for the whole Indian Empire. 

According to this curve, the production in 1929 should be 872,000 ounces, and that for 1940 
330,000 ounces. The avera~e production for these twelve years then works out at 
350,500 ounces, only, w~ich giV~ a production during the twelve years 1929-1940 amounting 
to 4,206,~ ounces; or, if we allow an extra 1,000 ounces, annually from other sources in India, 
w~ may estimate that the total gold production of India for the twelve years 1929-1940 inclusive 
will be 4,218,000 ounces, of fine gold. 

. In view of the uncertainty of the data, we may; I ~hink, estimate the future production of 
Indian fine gold for the twelve years 1~29-1940 at a maximum of 4,000,000 ounces.. . · 

January 25th, 1930. (Signed) L. L. FERMOR. 
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ANNEX VI. 

JAPAN. 

PROSPECTS OF GOLD PRODUCTION IN JAPAN. 

Extracts from a Letter from M. S. Aoxr, of the Tokio Office of the League of Nations. 

At the request of the Secretariat, llfr. Aoki, in the beginning of December 1929, made an e1zquiry 
among the experl8 of the leading gold-mining companies of Japan regarding the prospects of gold 
production in that country. The results of this t1JIJUiry he summarised in a letter to the Secretariat, 
the eaaential paTti of which are given below. 

I. The experts consulted are unanimously of the opinion that the output of gold in this 
country largely depends upon that of copper and thus that the increase of copper production 
leads to an increase in the output of gold. The statistics for 1928 indicate that more than 60 per 

'cent of the gold produced was derived as a by-product from copper-smelting; the rest fell on ' 
· gold-mines and some other sources of supply. This situation will be quite different from that of 

other countries. No one can tell anything about the prospects of gold production before 
investigating the copper situation. · 

2. From 1920 to 1924, the yearly output-excluding that of Chosen, Taiwan and Karafuto-' 
fluctuated slightly round 2,000,000 momme (1 momme is equivalent to 8.7565 grammes), while 
from 1925 to 1929 it increased from 2,200,000 momme to about 2,650,000 (including an estimate 
for December 1929). It proved very difficult, however, for the experts to estimate whether the 
steady increase recorded m the last five years would continue and, if so, at what rate. 

8. The output of gold is also determined by some factors other than the copper production, 
such as foreign exchange rates, price of copper in America, system of copper-smelting, discovery 
of new gold-mines, etc. - ' 

In regard to the foreign exchange situation, a gold standard will in practice be maintained 
from January 11th next year and the exchange rates have already been more or less stabilised, 
a result of which may appear in the output of copper, which has attained its highest degree for 
the last few months on account of low rates of exchange. -

With reference to copper-smelting, the dry system now prevails in this country, but the wet 
system will be adopted if it proves successful. This system will not produce as much gold as 
before. . · 

We are informed of a new enterprise for gold production which the Mitsubishi Co. has begun 
to establish in Chosen. It may be expected that this new mine will add something to the gold 
output figure. • 

4. To sum up, every expert consulted stated that it was extremely difficult, if not impossible, 
to give me any estimate of the prospective gold output during 1930-1950 or during 1930-19-1.0. 

5. I attach a brief statistical table on gold and copper production in Japan for purposes of 
reference. This table was furnished by the Ministry of Commerce and Industry. 

(Signed) S. Aoxr. 
Tokio, December 18th, 192!1. 
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PRODUCTION oF GoLD. 

Japan proper Chosen, Taiwan 
Year. and Karafuto (momme). (momme). 

1877 93,421 -
1887 138,838 -
1897 276,422 -
1902 793,518 -
1907 773,751 -
1912 1,373,454 ,_ 
1913 1,477,050 -
1914 1,916,763 -
1915 2,211,931 -
1916 2,104,441 -
1917 1,887,072 -
1918 2,051,652 -
1919 1,938,711 845,820 
1920 2,058,400 888,994 
1921 1,966,578 711,919 
1922 2,007,151 886,851 
1923 2,050,971 1,0!8,890 
1924 2,026,743 1,112,495 
1925 2,256,908 1 '251,340 
1926 2,426,281 1,909,008 
1927 2,561,855 1,504,691 
1928 2,770,790 1,380,068 

PRODCCTION OF CoPPER. 

(Kin) (Kin) 
1877 6,570,744 
1887 18,439,613 
1897 33,982,217 
1902 48,390,637 
1907 64,522,797 
1912 104,037,499 
1913 110,835,408 
1914 117,439,081 
1915 125,692,732 
1916 167,725,869 
1917 180,063,949 
1918 150,568,821 
1919 130,738,861 3,835,132 
1920 112,987,381 1,431,519 
1921 91,595,817 62,454 
1922 90,210,457 • 2,914 
1923 98,909,522 107,506 
1924 105,093,487 1,089,831 
1925 110,811,665 1,391,206 
1926 112,275,749 4,168,664 
1927 110,952,081 5,152,054 
1928 113,721,441 7,640,506 

Note: 1 momme = 3.7565 grammes. 
1 kin = 160 momme. 

Total 
(momme). 

93,421 
138,838 
276,422 
793,518 
773,751 

1,373,454 
1,477,050 
1,916,763 
2,211,931 
2,104,441 
1,887,072 
2,051,652 
2,784,531 
2,947,394 
2,678,497 
2,894,002 
3,099,861 
3,139,238 
8,508,248 
4,335,289 
4,069,546 
4,150,853 

(Kin)' 

6,570,744 
18,439,613 
33,982,217 
48,390,637 
64,522,797 

104,037,499 
110,835,408 
117 ,439,08r 
125,692,732 
167,725,869 
180,063,949 
150,568,821 
134,573,993 
114,418,900 
91,658,271 
90,213,371 
99,017,028 

106,183,818 
112' 202' 871 
116,4U,413 
116, 104, 135 
121,361,947 
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B. PRIVATE EsTIMATES Asn STATEME:sTs. 

ANNEX VII. 

PRODUCTION Moi"P CONSUMPTION OF GOLD-PAST AND PROSPECTI\"E. 

By 1\lr. Joseph KiTCHIN. 

(Originally submitted to the British Committee on Finance and Industry.) 
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Table III.-Estimated Use of the Supply of New Gold, 1915-1929...... • • • • 

I. GoLD PRODUCTION oF THE PAsT .. 

' 1. The world's output of gold advanced greatly after the discoveries in California and 
Australia in 1848 and 1851, and the following gives a summary, mainly by centuries, from the 
earliest recorded figures : 

(In millions of pounds at 84/111 per fine ounce.) 

I . Century's A!(gregate Annual Century's 
output. output. rate. increase. 
' 

1493-1600 103.2 = 2.4% 103.2 0.97 -
1601-1700 124o.6 - 2.8% 227.8 1.25 21.4o 
1701-1800 259.9 - 5.9% 487.7 2.60 135.3 
1801-1850 162.0 ~ 649.7 

3. ~4o ~ 1851-1885 858.9 1,568.5 = 35.5% 1,508.6 u. 4 15.68 1,308.6 
1886-1900 547.6 2,056.2 36.31 
1901-1929 2,355.6 - 53.4% 4,411.8 81.23 

4,411.8 = 100 % 

2. The following gives the record by countries, those specified accounting for 80 per cent 
of the total output to date and 91 per cent of the 1929 output. The countries are arranged 
in the order of their beginning year, i.e., the year when the output commenced to be of more than 
insignificant, size : · 



-56-

·Year 
Year's record Discovery 

' of Total output to record 1929 output. 
disco- to end 1929. output. year. 
very. . 

Russia ............... 1814 £389' 000' 000 £7,300,000 in 1910 96 years. £5,000,000 
United States ....•••• 1848 981,000,000 20,800,000 in 1915 61 • 9,100,000 
Australia ••••.••••••• 1851 720,000,000 18,400,000 in 1908 52 • 2,500,000 
Transvaal ••••••••.•. 1888 1,018,000,000 44,800,000 in 1929 41 • 44,800,000 
India ••.••.....•.... 1889' 78,000,000 2,50,0,000 !n 1912 28 » 1,500,000 
:Mexico . . . . . . . . . . . . . 1894 152,000,000 5,100,000 m 1910 16 • 2,500,000 
Canada ...... ........ 1896 147 ,ooo,ooo 8,100,000 in 1929 83. • . 8,100,000 
Rhodesia •••.••.••••• 1900 71,000,000 3,900,000 in 1915 15 • 2,400,000 
\\"est Africa •••.•••••• 1908 29,000,000 1,700,000 in 1914 11 • 800,000 

' 
£3,580,000,000 . £76,200,000 

' Rest of World ..•••.•• 882,000,000 
' 

7,800,000. 
' 

World's total since 1498 £4,412,000,000 ' 
£88,500,000 

' 

8. The Transvaal now ranks first and the United States secontl in total and present output. 
Of the Transvaal production, the Rand district accounts for 99 per cent; the Indian output all 
comes from the Kolar district of Mysore; most of the Canadian total is derived from the Porcupine 
and Kirkland Lake districts; and most of Australia's total from the Kalgoorlie district of Western 
Australia; while, in the case of the other countries and the rest of the world, .the production is 
spread over many districts and is small for individual mines. 

4. The foregoing tabulation indicates that there is a tendency for gold countries to reach 
their zenith more speedily with the progress of time, which is perhaps an indication that the 
newer goldfields are more intensively worked. As far as present indications go, it appears that, 
of the nine countries, all except the Transvaal and Canada have already passed their zenith, 
though the two exce_ptions account for 68 per cent of the present rate of production. Apart 
from the two countnes just mentioned, the record years all come within the period 1908-1914. 

' 
5. Most of the countries have shown swings from low to high points and vice versa, and in 

the following tabulation they have been arranged in order of highest annual production, which 
is also, with one or two exceptions, the order of present output. · 

Record years are given in italics : 

Blab Low Blab I Low 1929 

• • • • • Trawrraal ••••••••• 1918 39,500,000 1922 29,800,000 44,300,000 
United Btau. ••••••• 1853 13,100,000 1883 8,200,000 1911 ZO,BOO,OOO 1927 9,100,000 8,100,000 
A1181>alla ........... 1853 12,700,000 1888 5,300,000 1901 18,400,000 1929 2,SOO,OOO 2,500,000 
R- ............ 1871 6,,00,000 1888 3,800,000 1910 1.100,000 1920 200,000 5,000,000 
Canada ............ 1900 5,700,000 1907 1,700,000 1,100,000 
)ol- ............ 1910 6,100,000 IDU 100,000 2,500,000 
Rbodeola ........... 1U6 1,900,000 1929 2,,00,000 2,400,000 Indla ............. 1911 1,600,000 1929· 1,600,000 1,600,000 Weot..un.. ........ 1114 1,100,000 1928 700,000 800,000 

10.,100,000 78,200,000 
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The present yield of thes_e nine c~untries is therefore 27 ~r cent below their record annual 
output when added together Irrespective of date., The low pomts of the Transvaal in 1922 and 
of Mexico and Russia in ~9Ho and 1920 ~ere severely reduced by the white miners' strike on the 
Rand and by the revolutionary troubles m the last two cases, so that they are not representative 
of normal conditions. · 

6. As regards the world· as a whole, the production advanced from £6,000,000 in 1847 to 
£80,700,000 in 1853. In those days-it is very different to-day-the bulk of the gold won was 
derived from alluvia and, as this was gradually worked out, the output fell to £19,600,000 in 
1883. A few years later, the Rand district of the Transvaal was discovered and several of the 
countries also increased their production, but the Transvaal has the main credit of the subsequent 
rise, which led to the record figure of £96,400,000 in 1915. After that time (disregarding the 
year 1922, when the output was reduced £6,000,000 owing to the Rand white miners' strike) 
the total fell to a new low point of £68,000,000 in 1921, and it has recovered during the last five 
years to between £81,000,000 and £83,500,000 (13 to 16 per cent below 1915) with a slightly 
rising tendency. Apart from the Transvaal, the production has fallen from £57,000,000 in 1915 
to £89,200,000 in 1929. Details of production year by year from the time of record are given 
in Table II. 

II. CoNSUMPTION oF GoLD. 

7. In Table I are given particulars annually and quinquenially from 1890 to 1929 
(the figures for 1929 being estimates subject to revision)of the consumption of the world's 
gold supply. The first claims on new gold are made by the industrial arts of Europe and America 
and by India, and, to a minor extent, China and Egypt. When these claims are satisfied, the 
balance is available for addition to the world's stock of gold money. This world's stock has been 
compiled by the writer simply by adding this balance year by year to an assumed stock of 
£210,000,000 in 1847. It therefore does not represent a physical count of the visible money 
in the world year by year, but has the advantage of giving annual totals over a long period, am! 
it tallies well with physical counts, so that it appears to be largely justified. The stock of gold 
'money so computed omits India, China and Egypt, where gold money does not circulate and is 
of negligible quantit,r. 

8. The table shows : 

1835·1889 1890·1929 
TOTA.L 

1920·1929 
(55 years) (~0 years) 

1835-1929 (lut 10 yean) 
(95 yeal'!l) 

' It % It % It % It % 
Industrial Arl8 .......... 371,000,000 - 36 665,000,000 - u 1,038,000,000 - 27 162,000,000 - 21 

India's absorption ••.•.... 13,,000,000 = 13 ,50,000,000 - 16 58,,000,000 - u 195,000,000 - 25 

China and Egypt'o absorp· 
tfon ••.••••••••••.•••• 18,000,000 - 1 72,000,000 - 2 90,000,000 - 2 , -

Total demand ........ 523,000,000 - 60 1,187.000,000 = 42 1,710,000,000 - u 357,000,000 - ~6 

Added to otook of gold 
IDODey • • • • • • • • • •• • •• • • 5U,OOO,OOO - 50 1,825,000,000 - 58 2,139,000,000 - 56 U5,000,000 - 54 

World'o output ••••••••••• 1,037,000,000,- 100 2,812,000,000 - 100 3.8~9.000,000 - 100 772,000,000 - 100 

I 

The data for other periods can be gleaned from the ta~le, but it ~il.l be seen that, ~roadly, 
the demand is of the order of 45 per cent of the output, while the remammg 55 per cent IS added 
to the stock of gold money. . . • · 
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9. If this stOck of gold money is suitably charted (vide the writer's statement of evidence in 
the Report of the Royal Commission on Indian Currency and Finance), it will be seen that, from 
1850 to the outbreak of the Great War and subject to allowance for trade cycle variations, there 
is a fairly close correspondence between the stock on the one hand and the wholesale commodity 
prices and the bank rate on the other. The following compares the three factors for a century 
to the outbreak of the Great War. The years 1848, 1862 and 1894 are those when the annual 
inrrease in the stock of gold money changed from below 8.1 per cent to above 8.1 per cent, or 
riu rersa. As 8.1 per cent was the average annual increase in the stock from 1850 to 1910, that 
figure is subtracted from the rate of change in the stock for the purpose of giving a better com
parison with the other two factors. The years 1810, 1849, 1873 and 1896 in the case of com
modity prices and 1851, 1865 and 1895 in the case of the bank rate, are the years of major 
maxima or minima for three-~·ear centred averages. ·The years 1807 and 1911 are taken for the 
stock of gold money to allow for the supposed lay of two or three years in its effect. 

STOCK or GoLD Mo!\~Y~ WUOLE8.U.S COMMODITY Plu:CE:J. BANK RATB -

Rate ol 3yean Change Rateol 3yean Change Rateol 
Total arock. Increase p. a. chance average In change average In change 

p.a. centred. perjod. p ... centred. period. p . •. 

& & •• .. % ., % P." •• •• ,. 
1'07 160,000,000 1810 19i 1810 5.0 

1,200,000 -u -55 -2.0 -49 -1.6 
1S~s 210,000,000 1850 89 1851 2.56 

17,800,000 + 2.8 +42 + 1.6 ' + U8 + 8.7 
186:! 459,000,000 • 18731 126 1885 8.35 I 

19,700,000 -u -42 -2.4 -65 -3.8 
1894 802,000,000 1898 73 1895 2.20 

40,400,000 + 0.6 + 38 + 1.9 + 90 + 3.6 
1VIl 1,489,000,000 1913 100 1913 U9 

. The last two factors, with a small lag, rise or fall in their general trend as the rate of increase 
m 1the stoc~ of ~ld money wanes and waxes, and a similar state of affairs would doubtless be 
found to exist w1th many other economic factors. · 

10. The correspond~'!ce with the stock of gold money ceases after 1914 for the reasons that 
wah fnd post-war con~bons _hav~ upset any comparison and that the item which influences 
~~c ·h'ahthrs b commodity ~rices IS now, not the total stock of gold money, but that portion of 1 " IC as een collected mto central banks and Treasuries. The monetary conditions have 
been greatly changed by the transference of _gold from circulation and other banks. 

III. PROSPECTIVE SUPPLIES OF GOLD. 

1 There is some reason for taking 1864 (121). · d 
in time with the bank rate. mstea • and there would the~ be greater correspondence 



12. The search for gold has grown in intensity for the last eighty years, and the world is 
now rather fully prospected. The day of the individual digaer has largelv passed and has given 
way to wot:k by organised comflanies. Gold is very largely"' disseminated in many parts of the 
world, but IS rarely fou~d suffi~Jently conce'!'tra~~d to b': payable. It occurs mainly in igneous 
quartz reefs or the alluvia derived from the1r d•smtegrat10n, and for the most part it is not won 
in conjunction with other metals. Since 1888, however, it has been won from the banket or 
" pudding-stone " of the Rand, a conglomerate of sedimentary formation. The Rand is a district 
some fifty miles long and consists of an almost continuous series of mines. 

13. The change in the production from alluvial to quartz reefs and then to banket can be 
very roughly illustrated thus : _ 

Proportions.. Annual Totals. 

I Alluvial., I ., I 
Total. 

Reefo. Banket. Alluvial. Reefs. Banket. 

% •• ,. ., ,. II II £ £ 

1848·1875 90 10 , NO. 21,000,000 2,000,000 NO. 23,000,000 
1890 45 47 8 11,000,000 11,500,000 2,000,000 24,500,000 
1904 18 60 22 12,000,000 43,000,000 16,000,000 71,000,000 
1929 8 39 53 7,000,000 32,000,000 U,OOO,OOO 83,000,000 

14. Prior to 1890, the recovery was probably only 60 per cent of the gold contained in reefs 
or banket, but, largelv because of the adoption of the cyanide process,_ the proportion is now 
about 95 per cent, and for some time past 1t has virtually reached its limit. 

15. 1\lore than half the world's production is obtained from the Transvaal, all of whose 
gold, except about £1,000,000 a year, IS won from the banket of the Rand district. This district 
may be divided into two areas-the Old Rand, consisting of the western, central and near-eastern 
sections, and the New Rand, consisting of the far-east section from the New Kleinfontein mine 
onwards. The Old Rand reached its zenith in 1912 with £32,400,000 and it is now producing 
less than two-thirds of this quantity. Its production is likely to continue to drop markedly. 
The New Rand, on the other hand, arose some sixteen years later and is likely to continue to _ 
increase till about 1932 or 1933, then to decline moderatelv till about 1940, after which it will 
probably decrease at a more rapid rate. • 

' 
16. The outcrop portions of the Rand mines have been worked out, and operations are carried 

on at ever-increasing depths, even a mile or more from the surface. In the period 1913-1929, 
twenty-seven mines (twenty-six on the Old Rand) ceased operations, while seven new mines 
(all on the New Rand) commenced production. The number of companies now producing is 
thirty-three. The output has not fallen in proportion to the number of producing companies 
for the reasons that the newcomers have worked on a larger scale than the average of the older 
mines and that several of the companies have added to their areas and increased their milling 
capacities. Because of the fact that work has to be conducted at increasing depth, the present 
cost of opening up a new mine is in the neighbourhood of £1,750,000 to £2,000,000 and the time 
required six or seven years-a period which tends to increase. This is naturally a great deterrent 
to the opening-up of a new mine, for it requires some courage to subscribe money with no possi
bility of a return for man;v years and with no certainty of the mine then being payable, f~r much 
of the money has to be r1sked long before the value of the property can be even approximately 
gauged. The last mine started production in 1924--over five years ago--while, as regards 
producers which are still to come, two are likely to add to the output from 1932 an~ 1934, one other 
IS in the developing stage, and, apart from those, there are three or four winch may help to 
minimise the fall in the output. 
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17. Canada produces under'IO per cent of the world's production, b':'t, from 1907 to 192!1, 
it has shown a fairly steady progress from £1,700,000 to £8,100,000 and will doubtless go farther 
yet. Russia and Mexico may increase their present totals of £5,000,000 and £2,500,000 mode-

. ratdy. The United States, at present holding second place with 11 per cent of .the output, . 
· has decreased rather precipitately from £20,,800,000 in 1915 to £9,100,000. Aus~aha has fallen 

practically every year from · £18,400,000 m 1908 to £2,500,000. All countries except the 
Transvaal, Canada and perhaps Russia and Mexico seem likely-collectively if not individually 
-to decline. · ' 

18. It has already been indicated that little is to be hoped from improved metallurgy, while 
the lilnits and possibilities of existing goldfields are perhaps fairly known. Subject to the quali
fication as to the possibility of some outstanding new discovery, there seems to be no prospect 
that the world's J?roduction will advance beyond the present level. The question as to whether 
there is anything m this qualification is therefore vital. The Rand is unique alike in its formation 
and its rate of production, and one can hardly expect another Rand to be discovered. At any 
rate, over forty years have passed without a suggestion that anything of the kind is probable, 
and the fields which have smce arisen (vide paragraph 2) have not attained very considerable 
proportions. .Apart from the Rand, no single goldfield has ever in history reached a maximum 
output of more than about £5,000,000 per· annum or has lasted any appreciable time without 
showing a marked decline. The Klondyke district is a fairly recent example; and it woUld require 
several goldfields of the order of £5,000,000 per annum-only 6 per cent of the present world 
output-to offset the decrease which is in prospect with time. 1\loreover, if there is any important 
new discovery, it will (unless alluvia is concerned) reach appreciable figures only after many 
years' work. While it would not be reasonable to dislniss the possibility of considerable additions 
from new sources-the analogy of the history of gold itself and of other metals forbids that-it 
is not prudent to attempt to speculate on what is unknown and unassessable. 

19. The writer has made as careful an estimate as possible of the probable world output 
up to 1940. In. the case of the Transvaal, in respect of which ·he has the advantage of special 
knowledge, the lives, outputs and prospects of thirty-nine mines (including six not yet producing) 
~ave been separately caic~!'-ted, wit~ due allowance _for imp~ving grade or enlarged capacity 
m some cases and for declmmg grade m the case of mmes nearmg the end of their lives. In the 
~es of Canada, the rest of the British Empire, the United States and Russia-where scattered 
mmes are mostly concerned and no special knowledge is claimed-the trend of the last four or 
five years has been assumed to continue. . 

(In millions of pounds.) 

TraD&Vaal. C&nada. Rest or BRITIBR I United Russia. Elsewh...,.l Empire. EMPIRE. States. WoRLD. 
' 

1929 4U 8.1 7.2 
I 

59.8 9.1 6.0 9.8 83.5 1930 t3.8 8.4 7.0 59.0 8.9 5.2 1931 43.0 10.0 83.1 8.7 8.8 58.5 8.7 5.4 10.0 82.8 1932 44.8 9.0 8.8 80.2 8.5 5.8 1933 43.8 9.3 10.0 84.3 6.4 69.5 8.3 5.8 10.0 . 83.8 1934 42.9 9.8 8.2 58.7 8.1 8.0 10.0 s2.s 1935 u.s 9.9 8.0 57.7 7.9 8.2 1938 U.4 10.2 5.8 
. 10.0 81.8 

57.4 7.7 0.4 1937 40.3 10.5 .5.8 
10.0 81.6 

1938 
58.4 7.5 8.8 10.0 80.5 38.8 10.8 5.4 64.8 7.3 193t 6.8 10.0 78.9 35.8 11.1 6.2 51.9 7.1 1940 35.6 11.4 7.0 10.0 78.0 5.0 61.9 8.9 7.1 10.0 78.0 
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~cco~dipg to this calculation, the existing rate of output, while not likely tq increase, will 
remam fairly unchanged for the next five years and will then decrease--at first very slowly and 
then at a greater rate. The probable error to be allowed for in considering·these figures naturally 
increases with time. If the calculation were continued to a later date, it would show about 
£60,000,000 in 1945 and £55,000,000 in 1950, thus indicating a very rapid, rate of fall between 
1940 and 1945 and a slower one afterwards; but estimates so far removed from to-day are to be 
regarded as containing a considerable element of conjecture. It is right, however, to point 
out what the possibilities are on the present outlook. 

20. As the Committee is probably more interested in the amount of new gold available as 
money than in the world's output itself, it is desirable to carry the calculations a step farther, 
with a repetition of the caution as to the estimates after 1940. Accordingly, the quinquennial 
figures contained in Table I are continued in the following table by the addition of the period 
1930·1949. As regards these twenty years, the gold output is that already indicated; and the 
demand and the balance added to gold money is not an estimate, but merely illustrates the 
result if these continue to be divided in the proportions of 42 and 58 per cent which it will be 
oberved were the averages both for 1890·1914. and for 1915·1929. The effect on the gold in 
central banks and Treasuries is also shown, it being assumed that they receive the whole of 
the new gold after the demands of the industrial arts, India, China and Egypt have been 
satisfied. The possibility of their also receiving further contributions from gold assumed to 
still remain in other banks, in circulation or hoarded is ignored. They held 65 per cent of the 
total stock of gold money at the end of 1914. and now have 90 per cent of it, so that further 
supplies from this source are mi~~:imised : 

(In millions of pounds.) 

Gold In Central Banks 
\ World'a Total Demand and Treasuries. 

Balance added 
Gold apart. 

End Increase to Money. 
output. from Money. of p. a. 

period • for period. . 
1890·1894 151.0 59.8 39% 9U 61% 
1895·1899 252.8 97.1 38 % 155.7 62 % 
1900·1904 305.8 131.8 43 % 114.0 57 % 
1905·1909 430.7 162.4 38 % 268.3 62% 
1910·19U 469.7 222.9 41% 246.8 53 % (1,075) 

1,610.0 674.0 42 % 936.0 58 % 

1915·1919 430.2 155.8 36% 274.4 64 % 
1920·1924 359.0 188.3 52 % 170.7 48 % • 
1925·!929 412.5 168.8 U% 2'3.9 59 % (2,100) 

2,811.7 1,186. 7 42% 1,625.0 58% 
-

1930·1934 418 175 - ' 2U - 2,3U U% 
1935·1939 399 168 - 231 - 2,572 • 1.1 % 

3,627 1,530 42 % 2,097 58 % 

1940-!9U 350 147 ~ 203 - 2,775 1.5% 
19U·1Ut9 290 122 - 168 - 2,943 U% 

4,267 1,799 42% 2,468 58 % 
' 
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If it were to be assumed that the total demand would persist at the same average amount 
as in the fifteen years to 1929, the figures for the ten years to 1939 would be virtually the same, 
but those fifteen years represent an abnonnal period. Largely as a result of the impoverished 
conditions of the world outside of the United States, the demand of the industrial arts has been 
reduced from the 1913 figure of £27,000,000 by 45 per cent, and it is to be expected that in time 
there will be a greater demand from this source unless fashions change. The demand of India' 
for gold may possibly be reduced in time by other fonns of investment finding favour. But if 
the pre-war increase and amount of total demand are regarded, a very unfavourable view of the 
prospects of additions to the supply of new money must be taken. Even on the figures of the 
above tabulation, a declining annual rate of increase of the money in central banks and Treasuries 
appears to be in sight, and this starting with a rate of increase which on pre-war experience would 
be totally insufficient to support the world's economic development with a stable level of prices. 



Tuhl" 1. 

\lnnoilllun• uf I""""'""'· 111/IIIJu•r lh•~ '"'"'"'·) 
(l'l'•'l'"lllun 11f I'IIIWIII uulpult•un•nn~t••lll., llolollllunnl lluuro•• 11t11lo•r 11•·•1. llvn lwnolh•w•.) 

I 

' Wnt·l 11'111 Uulll ttlll put. l "lw•k "' U~thl uuu111r 1 
I 

\.- '"''"""~'' '"'"" ' ''him' ""'' t4n '''' 'l'utul 'h•nu.ntl lt"ltUh•n IHUII"hln W111'hl'a J'fJIHihtUIUI f 

U• Ulllllt•,\' t -

!··~"'"""" I_· .......... , 
.... -

'l'nl n I 'l'uf nl ..... hhflf1 M Jllhm• r·~·=.:~: - - - ---- -
I 

II .. ... ... n· '" "' 
I 

II I " II .u 
'" ·" Ill 'Yr, I !11"1 Ill, ll 4\1 I 4.11 ttl II. T II 111.11 ~~~ 11.11 lUI :B. II . - II 7:.W, 1 1.11 111ltl, 

I 
1,41111 11.11 'IIIII I \!Ill\ Ill' ll H~ 11.11 II I.M T 

1 "'' 
/Ill t:A.II 47 :Ill. H II 711:1.11 1.7 I :.lilt I, 1,41111 0.11 

I 

\ ll\1\1 liU\ IH 1.11 II 111.11 lUI 1111. 1 1:1 71111.7 11.11 1 Kill I - 11.11 ., lin, 1 117 1liM, I I 41111 fi,K I 111111 \~1.,'1 111.4 "~ I 1.11 ·I • - II, T . - II 111.11 Ill 111.11 IIU 11:.1.4 II 7H.II ll.7 1117tl. I I 4111 11.11 lS\1, 111.11 1111 i · • 1 .H --- II 11.11 Ill l!H.II 711 117.:.1 111 1141:.1,4 11.11 1111tl, 
1111111 --- . -· I 147:.1 0.11 -I 1KIH. . - ... ----- - ..• --·------ - ··--- ·----- -·------ ------ ---·--· - -·--- .. ---·------ -----. 

I 
---- ----l\\1, \ Ill 4.11 ll 11.7 II IIII.H 1111 111.:.1 Ill 1111 ,() 11:.1 Ill, H 4.2 --------·- - ----------- --------- -----

I 

·--· 
\!1\ll \ ll. \ 11\1 11.4 6 1 . II 4 111.1 411 II •. 7 fill ·•II. II Ill 11:.17.1 II. 1 1111<1. 1 ,41111 0,7 111115 l !lilt\ t~.ll :1\1 11.11 0 ll.ll II 17.1 41 11·1.11 1111 41.11 " IIIII .6 11.0 1117tl. 1 14114 0,7 11!116 \~7' 1:1.11 ll11 4.7 111 . 0.0 1 17.0 1111 110.11 61 ·~H.II 17 1111:.1.11 11.11 Bid. 1,111111 0,7 1HIIT \Sit.,'l 1:1.4 ~:\ 11.11 111 11.0 1 l!O.~ Ill 11!1.7 611 IIK.O 21 11:.11 . 2 "·" J.l41tl. 1,11111 0.7 1H9H l !IIIII u.o Ill 8.0 111 8.1 ll :.!11. 1 41 110.11 119 1111.0 7' llll11.1 4.0 11!1tl. 1 I II:.!B 0.7 11!119 

I 

11..\,1 llll ~:l.O 0 11.4 II 07.1 1111 11111.7 B:.l 211:.1.8 07 10.4 8.7 

1!100 15.7 :1\l 2.11 II li.U II 21.1 "" 81.2 60 52.11 -17 0!111.8 8.8 liBd. 1,537 0.7 1000 1111.11 11\.8 80 ll.'i 6 1.6 8 21.1 811 82.11 61 u.o 8 1,022.2 8.8 1118d. 1,114.8 0.7 1901 1 tl(lll 15.6 25 7.9 13 .8.6 6 27.1 44 33.9 56 61.0 13 1,056.1 8.8 162d. 1,560 0.8 1902 1\10.18 15.11 23 8.0 13 6.8 9 30.5 45 86.8 55 67.8 10 1,011:.1.9 8.5 167d. 1,573 0.8 1903 1\10.\.6 16.0 2:1 8.9 13 7.1 10 32.0 45 311.2 1111 71.2 6 t,1ll2.1 8.6 171d. 1,588 0.9 1904 
'1'8.9 26 81.4 10 21.11 7 181.8 43 174.0 117 8011.8 21 18.2 4.1 

1\10.1.5 17.0 Ill! 2.7 8 2.9 4 22.6 211 115.11 71 78.1 10 1,187.6 4.9 178d, 1,603 0.9 1905 1!106 19.1 2:1 12.1 15 8.6 10 811.8 48 48.1 112 82.0 6 1,230.7 8.6 1S3d. 1,618 0,9 1906 1\10.17 20.0 u 18.7 16 "·" II 88.1 '-'5 46.9 55 85.0 8 1,277.6 8.8 188d. 1,634 1.0 1907 1908 18.11 20 11.1 II -0.2 - 28.1 2!1 68.1 75 111.2 7 1,845.7 11.3 I DOd. 1,650 . 1.0 1908 1909 20.8 2:! 16.6 18 1.6 2 38.8 42 114.7 118 98.11 2 1,400.4 4.1 202d. 1,666 1.0 1909 
9-i,9 22 50.2 12 17.3 .. 162.4 88 268.8 62 430 .. 7 - 41 23.7 I 4.9 

1910 23.0 25 18.2 U> .. 6.8 7 48.0 Ill 45.7 49 93.7 - 1,4.46.1 8.2 206d, -~ ·~I .._,,i_ '1.0 1,683 1.0 1910 1911 23.11 25 27,11 ,, 1 52.0 55 48.0 45 115.0 1. 1,489.1 8.0 210d. 1912 25.6 27 25.2 28 ;,, 5.7 II . ~6 .11 50 80.4 41 05.9 1,700 1.0 1911 
~' 44.2-

1 1,528.5 2.6 214<1. 11716 0.9 1912 1913 27.8 29 17.8 19 -0.9 -1 "-47 50.11 53 94.7 -I 1,579.0 8.8 218d. - 1,732 0.9 1913 191 .. 21.0 23 7.0 8 -11.8 -6 22.2 25 68.2 75 00.4 -4 1,647.2 4.8 226d. 1,74.8 0.9 1914 - 26 95.7 20 6.8 1 222.9 47 246.8 113 4.69.1 9 l:O:U~'i 17.6 ... 9 
' 

1915 17 18 1.8 1 - 2.5 -8 15.8 16 - 80.6 84 
' 96.4 7 1,727.8 4.9 235d. 1,763 0.9 1915 

1916 18 19 5.0 5 2.4 8 25.4 27 68.1 73 93.5 -8 1,795.9 8.9 243d. 1,776 0.7 1916 I 
1917 16 18 19.6 23 2.5 8 88.1 44 48.2 56 

' 
86.3 -8 1,844.1 . 2.7 24Sd. 1,788 0.7 1917 1 1918 17 21 -8.3 _, 0.4 1 14.1 18 64.9 82 711.0 -8 J 1909,0 8.5 254<1. 1,799 0.6 1918 I 

1919 23 81 27.9 37 11.5 15 62.4 83 12.6 17 75.0 -5 1,921.6 0.7 255d. 1,811 0.7 1919 

91 21 50.5 12 14.8 8 155.8 36 274.4 64 I 430.2 -8 16.7 3.6 

1920 22 32 8.5 5 -3.0 _, 22.5 83 46.5 67 69.0 -8 1,968.1 2.4 258d. , I IJ2'T .Q.9 1920 
1921 15 22 0.7 1 -2.2 -8 13.5 20 54.5 80 ' 68.0 -2 2,022.6 2.8 264<1. 1,843 0.9 ~1 
1922 17 26 26.7 "" 1.2 2 44.9 68 20.6 82 65.5 _, 

2,043.2 1.0 264<1. 1,858 0.9 19221 . 
1923 17 22 20.2 27 1.5 2 38.7 51 86.8 49 75.5 15 2,080.0 1.8 266d, 1,874 0.9 1923 
1924 16 20 52.5 65 0.2 - 68.7 85 12.3 15 81.0 7 2,092',8 0.6 266d. 1,890 0.9 1924 

87 24 103.6 
. 

29 -2.8 -1 188.3 52 170.7 48 359.0 -17 8.9 "·" . 
1925 15 18 27.8 34. 1.3 2 44.1 54 86.9 46 81.0 - 2,129.2 1.8 268d. 1,906 0.8 1925 
1926 16 20 16.0 20 - 0.4 -1 81.6 39 50.4 61 82.0 1 2,179.6 2.4 27Jd. 1,927 1.1 1926 
1927 15 18 15.1 18 0.4 1 30.5 37 52.0 63 82.5 1 2,231.6 2.4 275d. 1,949 1.1 1927 
1928 14. 17 18.0 21 1.4 2 33.4 40 50.1 60 83.5 1 2,281.7 2.2 278d. 1,970 1.1 1928 
1929 15 18 14.0 17 29 85 54.5 65 83.5 - 2,336.2 2.4 282d. 1,990 1.0 1929 . 

75 18 90.9 22 2.7 1 168.6 41 243.9 59 412.5 15 II.9 5.8 
T otals of ' I 

above ••• 664.4 24 449.9 16 72.4 2 1,186.7 42 1,625.0 58 218Il.7 I 
371 86 134. 13 18 1 523 50 514 50 1,037 

T otals 1835 
to 1889 8 • 1,036 27 ' 5114 15 90 2 1,710 "' 2,139 56 8,849 

I 

-
1 Europe and America, excluding gold re-used. Based on the Bureau of the United States Mint or 18110-1913. Later figures approximated by the writer based on the incomplete 

figures of Bureau. i ' od t' • th I d r years added 
I Net imports for years to March 81 following (there is a lag of one to two months between output and import), with the country s own pr uc 1on .or e ca en a · 
• Including China's own production. i 
• Difference between " Total Demand " and the world's gold output. 1 • 

I To 1876 compiled mainly from" The Mineral Industry", From 1876 the figures of the Bureau of the United States Mmt. . • on the estimated 
0 

u· 
• At end of year. Built up on the" Balance Available as Money" column. Excluding India, Chin1 and Egypt. The per head figures (g•ven m pence) based P P 

Iation of the world, not of gold-using countries only, 
' At end of year. 
• The figure for China and Egypt is incomplete. 

I 
Table II. 

' - · -- Sm.ni:ARY OF -GoLDP'Ro_o_u_CT_ION 1915-1929. 
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1918 _1 1919 1920 JU21 1922 1923 192t 1925 1928 1927 192M 1929 (eot.) l 191~ 1016 1917 
- ---- ---

38.8 35.8 35.4 84.7 84.5 29.81 38.9 40.7 40.8 42.8 43.0 44.0 44.3 
Transvaal •••••••••• • • : • • • • • • • • • · • 88.6 89.5 

17.2 14.1 12.4 10.5 10.8 9.7 10.4 10.4 9.9 9.5 9.0 9.1 9.1 
United States ••• , •• : •.•••••••• • ·• • 20.8 19.0 

3.1 3.0 8.8 8.8 8.9 5.4 5.2 6.5 7.4 7.5 7.9 8.0 8.1 
8.9 4.0 Canada ....................... • • • • • 

8.7 2.5 2.8 0.2 0.2 0.6 1.1 4.1 4.2 4.2 4.5 5.1 ll.O 
5.4 4.6 Russia •••••••••..••••••••••• · • · • • · 6.1 5.5 4.7 3.8 8.9 8.8 3.4 2.9 2.8 2.9 2.7 2.5 

10.2 8.3 7.4 
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Rest of \Vorld ........... · .. · • .. ·" 12.8 12.6 II.3 

75.0 69.0 68.0 65.5 75.5 81.0 81.0 82.0 8:.1.5 83.5 83.5 
96.4 93.5 86.3 79.0 Total ... 48.1 47.-1 44.6 53.4 56.0 56.1 57.5 58.6 I 59.4 59.6 
60.6 59.5 56.1 51.0 50.1 

Of which Dritil;h Empire •••••• • • • • 

• Rand White Miners' str1ke. 
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ANNEX VIII. 

PROSPECTS OF FUTURE GOLD PRODUCTION OF VARIOUS 

COUNTRIES AND OF THE WORLD 

Extracts from a Memorandum by 1\lr. H. A. KuRSELL, 

Resident Engineer in New York City of the American Smelting and Refining Companyl. 
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1. UNITED STATES OF AMERICA. 

The United States, with 10.8 per cent in 1929, ranks as second gold producer of the world. 
Its production has steadily declined since 1915, when it reached its peak with 4,823,672 oz., 
to 2,128,027 oz. in 1929. 

Of the twenty-five largest producers listed in 1927, six had practically suspended operations 
at the beginning of 1930. The Homestake in South Dakota remains the premier gold mine· 
in the United States, milling about 1,600,000 tons per annum and recovering $3.65 to S3.75 gold 
per ton. The reserves of the property are estimated at around 16,500,000 tons. 

The fact that no new large gold-mmes (Fairbanks excluded) have been developed in Alaska 
in the last de<>ade has caused general disappointment. · 

It seems likely that the United States will maintain its production around 2,000,000 oz. 
per annum for some time to come. No appreciable increase is expected. 

2. RussiA. 

Russia, contributing about 1,000,000 oz., or 5 per cent of the world total, holds fourth 
place as a gold producer. 

It has recently become the fashion among people interested in the future outlook of gold 

• This Memorandum, dated New York, April 9th, 1930, was originally prepared for the American 
Smelting and Refining Company. Mr. Kursell has had the occasion to study on the spot the conditions 
of gold-mining in a great number of producing countries in the different parts of the world, such as 
Siberia, the Urals, the Caucasus regions and Turkey in Asia, the Transvaal, Rhodesia and the Congo 
in Africa, and the principal gold regions in North and South America. In addition to the sections here 
reproduced, his Memorandum contains special sections on the Transvaal and Canada, which, however, 
have been excluded as they are largely based on the same sources as, and do not differ in their conclusions 
from, the statements by national authorities for those countries given elsewhere in this volume. An 
introductory hi•torical section largely overlapping with the data contained il!_ other documents publi-
shed in this series has likewise been excluded. ' 
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• 
prod\l('tion to ~it Russia with vast potentialities. The U. S. Dept. of Commerce, Bureau 
or )lines, Eronomic Paper No. 6, J;lublished in 1929, summarising on page 62 _the outlook for future 
~d ~U('tion, s~ oC Russia s "vast unexplored and undeveloped precious metal resources." 
Tht- issue of Mineral Industries" (1928), a standard handbooK, quotes on page 242 Boris 
P. Torgashoff in the Cllill4 Wn-klg llevka1, March 9th, 1929, as statmg that the Russian Far 
East rontained untapped gold reserves exceeding 6,000.000 kg. (193,200,000 oz.) and that 
Northern )lanchuria rontained reserves exceeding 8,500,000 kg. (112,700,000 oz.). Such 
statements have no foundation in fact and probably would not be made if those responsible for 
them 1ft"re better uquainted with the original language and with the mineral nature of the country 
oC whieh they speak. . . 

Russia has ht"en, and to some extent still is, the placer coun~ " par excellence". Less 
than 10 per cent of its production has rome from lode mines, all of wh1ch are smalL The placers, 
on the whole, were likewise small. shallow, but fairly high-grade-, i.e .. pre-eminentlr su1ted for 
mining operations on a small scale. Individuals or small groups of individuals working entirely 
without capital, chiefly as lessees or tributors, produced even in 1912 62 per cent. of the total 
Russian gold output (1,880,100 oz.). · · 

The major part (77 per cent) of Russian production came from Eastern Siberia. The 
largest eold-mine in Siberia. believed to have been the largest and richest placer mine in the world, 
is the Lena Goldfields. The rich deep channels for which Bodaibo was famous (116.00 to 
~.00 per cubic yard) have mostly been exhausted. Ore reserves in 1928 were estimated at 
110.000.000 cubic yards of dredging-ground, valued at 86.6 cents per cubic yard. Incidentally, 
it may be mentioned that C. W. Purington, in 1916, estimated the available dredging-ground at 
3'2.t,172.800 cubic yards. Allowing for undeveloped and unprospected areas, the expected 
maximum for this district might be 500,000,000 cubic yards containing perhaps 10,000,000 oz. 
gold. . . 

There are some dredging possibilities, though on a small scale, on the Zeya River and other 
tnlmtaries of the Amur, in the Y enissei basin and in the :&laritime Province; but the vast majority 
of plarer ground in the Urals, the Tomsk and Semipalatinsk districts, and in the Far East, 
rontained only shallow and small deposits, most of which have been exhausted. 

It ~ likely _that Russia's gold production win remain around 1,000,000 oz. per a~um 
for a OODSiderable time to come, but no expectations of a large increase, sufficient to influence 
world production, are warranted. 

- It may be added here that Russia has been much more thoroughly prospected and its mineral 
~ are very much better known than is generally accepted. 

3.. Orna Com."TiliES. 

eem!t 5tJJdJ of the gold-~ ~::S~ in ~he other gol~-produci_ng _countries-i.e., Mexico, 
• • BIJQ South Amenca,_ A New Gumea, RhodesiB, West Africa, British India, Japan 

(including Korea). and China-reveals that no appreciable increase in world production can be 
apected. r • 

nd }\.ith exception of the Transvaal (10,414,066 oz. in 1929), Canada (1 914 920 oz. in 1929) 
8 apan (500',000 oz., in 1927), gold production in most countries hu ~n ~ily decclining: 

Production declined: 

In Rhodesia \\"'est Af . .. ........................... . 
\\"ntern ~- •. • ............................. .. 
llklia ra.J.ia_ ................................ .. 
)I~ ................................................ . .......................................... 

from 652,791 
• '19,510 
• 553,833 
• 541,086 
• 1,205,000 

oz. in 1922 to 560,818 oz. in 
• 1914 to 175,100 • 
• 1921 to 877,164 • 
• 1916 to 868,271 • 
• 1910 to 725,175 • 

1020 
1920 
1929 
1920 
1927 



-65-

This dot;~~ not mean, howev~r, th~t no n~w large and profitable gold-mines will be found in 
~hese cou~tr1es. The contra~ ~s qUJte poss1bl~.. A certain revival of gold-mining is expected 
!n ~ustralu~; lode and _pl~cer mmmg seems prom1smg in New Guinea; production in South America 
IS hkely to mcrease w1thm the .next f~w years, though it is generally held that exploration in the 
Andes has progressed to a pomt whJCh suggests the probability that no large gold-mines are 
to be found there. 

Nevertheless; it may not be amiss to point out that the opening-up of a few new large mines, 
be they even another Lena Goldfields (500,000 oz. per annum), a second Hollinger (450,000 oz. 
per annum) or Homestake (300,000 oz. per aiiJlum), would not appreciably alter the picture 
of the future outlook for world gold production, which is controlled by the output of the Ranli 

The following figures show ore reserves and grade of leading gold lode mines outside the 
Rand: 

Hollinger (December 31st, 1927) .•...•.••••• 
.Mcintyre (December 1928) ••••••...••..... 
1\lorro Velho (January 1929) ••..•.•.•.••••. 
Ashanti Goldfield Corp. West Africa (Sep-

tember 80th, 1929) •...•..•.•••••...•• 
Cam & 1\lotor, Rhodesia (June 80th, 1929) •• 
Mysore Gold (India) 1928 •••.•..•••••.....• 
Chosen, Korea (June 1929) .••••.•..•.•••.. 

'· NEW DISCOVERIES. 

Tons 
5,789,438 
1,546,754 
1,171,537 

590,200 
1,260,500 

569,617 
200,000 

• 9.89 
8.45 

14.58 

25.20 
12.70 
10.00 
7.57 

The discovery of new large goldfields becomes less likely with every year. Gold has been 
CO\"eted by mankmd for thousands of years and is more easily found in nature than other metals. 
It occurs mainly associated with quartz or silicified rocks which withstand erosion more readily 
than enclosing formations. Gold deposits, therefore, as far as they have not been eroded, are 
apt to outcrop on the surface. In places where they do not outcrop, quartz float is usually found, 
being more permanent than other rock debris. Gold, because of its chemical and physical 
qualities, is nearly indestructible and traces of it in river sands, gravels and soil will lead tile pros
pector to its source. If the original vein has been eroded, the gold contents, because of their 
specific gravity, will tend to concentrate in stream or river beds and form the so-called placer 
deposits. · 

The chances of discovering new gold deposits by means of geophysical prospecting are not. 
promising. These methods are based upon differences in electrical conductivity or specific 
gravity. Therefore it is readily apparent that they are much more applicable to bodies of massive 
sulphides than to quartz deposits containing quantitatively insignificant amounts of gold or 
base-metal sulphides. 

The world has undoubtedly been more thoroughly prospected for gold than for any other 
metal. Even in ancient Egyptian times, mining for gold extended through Northern Africa 
probably farther south than Abyssinia, as well as in the Arabian Peninsula. It has been the 
principal object of search by adventurous prospectors th~ughout the ages, ·especially in placer 
form, because 

(a) Placer gold is easily traced through panning along streams; 
(b) Placer deposits are easily worked by the individual, wit~out the necessity 

of much machinery other than shovels, picks and roughly made slu1ce boxes; 
(cJ The results are readily concentrated into a small bulk and so made portable 

for long distances by man or beast in countries without roads. 

• 
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The placer fields of California '\\'ere discovered and worked when that country was little 
known otherwise, as were also the placers of Montana. The history of the/lacers of the frozen 
North (the Klonm·ke and Nome DIStricts), of Siberia with an equally frigi climate, and of the 
hot desert areas of Australia shows the intensity and success with which placer deposits of ~ld . 
have been sought and worked in the most inaccessible and climatically unfavourable portiOns 
of the world. While large placer deposits may conceivably still exist, after mankind's search 
for thousands of years, and after the intensive e.xploration of recent generations, the probability 
is that very few spots of the earth are left which have not been carefully explored and investigated. 
As above stated, gold-mines other than placer are found in quartz. Quartz is harder than most 
~k substances and this fact has made it possible to find quartz deposits because of their 
prominence in the surrounding country. 

The Rand itself was discovered in 1885, and one has only to recall the surrounding conditions 
of savage tribes and trackless wastes in that country at that time to realise the difficult conditions 
under 1rhich gold is discovered, and how strong has been the lure in its search. Since the war, Africa 
has been intensively prospected. The aeroplane has played its part there, as in Canada and else
where, in establishing distant bases from which prospeeting takes place in otherwise inaccessible 
portions of the world. With the possible exception of desert areas in Australia, Central Asia 
and around the Sudan, and the tropical areas at the head waters of the Amazon and Orinoco 
Rivers, which so far have been almost inaccessible because of the hostility of the native tribes 
and the nature of the climate, there are few portions of the earth's surface which have not been 
subjected to man's eager search for gold. When one reflects upon the long duration and intensive 
charact:er of this search, one may quite properly conclude that the chances of discovery of new 
gold-nunes of magnitude are very much less than is generally supposed, even by economists and 
other stucfents who are apt to conclude that, because the last century has seen the discovery of 
one goldfield after another (California, Australia, the Rand, Klondyke, Lena, etc.), the process 
~ ~ will ~ on inde~tely. The mining engineer knows that such is not the case, although 
it JS still poss1ble, even if not probable, that some important discovery may yet be made. 

5. St:lDIA.BY .&:so Co:sCLcsxo:s's • 

. It would appear that wo~d gold production will remain stable at around 20,000,000 oz. 
d~ the next few years until not later than 1985, when a slow decrease will probably begin, 
bnngmg world production down to about 15,000,000 oz. by 19-10. 

. N~ the fact that_more than half of the world's gold production has been coined 
m recen~ Y~ it IS generally estimated that not more than about half of the world'• annual 
production IS available ~or c_urrency and banking purposes, since gold disappears through hoarding 
and through consumption m the arts. 

_No red~ction of co~ption for industrial purposes ie to be anticipated. Changes in 
~'0011 fo~ Jewellery, ~nding n~ for t~e arts, etc., are, in fact, likely to increase this demand. 
red d, 81 this demand_ be supplied first, it follows that any reduction in world production will 

uce, not proporbo~tely, but equally, the new gold available for banking and currency 
~= It ~ogical to~ that, between 1985 and 1940, the available gold supply for 
it~ at p~ not exc 5,000,000 to 6,~,000 oz. per annum-i.e., about half of what 
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ANNEX IX. 

• 
EXTRACTS FR0:\1 THREE LETTERS TO l\1&. GEORGE E. ROBERTS, 

1\IEl\IDER OF THE GOLD DELEGATION OF THE FINA.l.VCIAL COl\11\IITTEE 

OF THE LEAGUE OF NATIONS. 

1.-LETIER FROll 1\Ir. FRANCIS H. BROWNELL, 

Chairman of the Board of Directors of the American Smelting 
and Refining Company. 

The following are replies to· questions asked l\Ir. Brownell by l\lr. Roberts : 

1. II igher operating costs, I srtppose, are mainly responsible for 
the decline in oul' production of gold, but to wlult extent has 
this been due to exlulustion of deposits, and to wlult extent 
are higher wage-costs beir1g overco1ne by improved mining 
a11d extraction pror.esses 1 , 

We have heard a great deal of the shutting-down of gold-mines because of the rise in the 
cost of labour, operating costs, etc. In most cases, however, the best ore in these mines has 
been exhausted and what is left are the low marginal ores. Any material change in costs will 
shut down such mines. Their total output is not large nor has it been for years. In the main, 
the dcdine in production is due to exhaustion of profitable ores. ' 

2. Does there exi-'1 definite information of important low-grade 
deposits which may be brought into production 1 

I think this may safely be answered in the negative. There are, of course, placer deposits 
containing small percentages of gold which might be operated profitably given certain 
conditions : 

(a) Decrease in operating costs even on present method; 
(b) Discovery of some new method which would greatly reduce costs; 

The total amount of gold in such deposits, however, as fur as is known, is small. 

8. In brief, are there any de{i11ite reasons for expecting a revival 
of gold-mi11ing and an important increase of prodrteti011 in 
tllis country 1 

I should answer this question quite positively in the negative. 

4. lVould you say that the country lias been so completely explored 
as to leave little basis for such expectation 1 

This is distinctly true of the greater part of the present gold-bearing areas of tl~e world. 
There are still some possibilities in Labrador and in Northern Canada, where prospectmg from 
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, established bv hydro lanes is being t'arried on, but so far without any ~·~ success. 
~ are also possibilities k still inlll'l'e5Sible portions of the ~orld, sul'h as are mdit'&ted by 

Mr. Kursdl. . 
But 1 think the general opinion of mining engineers a?d minin_g men IS ~hat the chan~es 

of new gold disroreries of considerable importance are rapidly gettmg_ less With each passmg 

yt'&l'- (SigMd) F. H. BROWNELL. 

!\ew York, Yay r.th, 1930. 

11.-Letter from )Jr. T. T. READ, 
Editor of Mining and Mnallurgy, the Journal of the American Institute 

of Mining and lletallurgil'al Engineers, New York. 

Regarding. the Far &ut (Asia), the only gold deposit that I know of .that offers much hope 
for the future is that in inner llongolia, north" of the Nankou Pass. Thu ~as been worked at 
times during tbe past, but political conditions are so disturbed that nothing has been done 
there of late. Under a stable government, l imagine t!mt ~ well-i)rganised compa~y !Jlight 
produl'e quite a large l'J'!ntity of gold per year. I am a.little m ~011bt as to the depos1~ m the 
general region of the ur River. The late Chester \\ells Purington thought very h1ghly of 
them, but other engineers are rather pessimistic about them. In view of the unstable political 
conditions, at the pre;ent time a gold-mining company would not be likely to succeed in operating 
at a profit. ' • 

A certain amount of gold produced by natives comes from this region every year, but how 
mueh it could be increased by systematic. operations conducted under a stable government no 
one could say. / • 

In l'iurth .Amerka, I believe that gold production will slowly decline. It may be, however, 
' that new disroveries in Canada will, in some years, more than make up for the decline in output 

in the t:"nited States. Of course, there is always the possibility that a sharp decline in commodity 
prices would redul'e the CO!It of producing an ounce of gold to the point where old mines could 
be ~~ While there is a possibility that we shall get some results in specific flaees by 
improvmg the organisation of mining operations and in other places by the discovery o deposits 
now unknown, it seems to me that we shall have to look forward to a decline or gold output in 
the t:"nited States, although the decline will probably be a gradual one. The output or the gold 
which is produced as a by-product of the mining of other metals will, or course, continue as long 
as those metals can be produced at a profit. 

. In _conclusion, may I voice ~y personal opinion that I cannot see why we need a continually 
mereasmg gold reserve as a basiS of the 2oth-century economic aystem. It &eelliS to me that 
~ld ~-es are c~fty val~ble as a buffer between obligations and resources, and I can easily 
unagme a State whic~ was htghly developed and perfectly sound economically without owning 
any gold at all, providing it had devised some means of carrying on its financial transactions. 
It~ to me gold bears somewhat the same relation to the general financialaystem that working 
~pttal does to a business organisation. It gives you something to Iettie Immediate balances 
wrth, but, after all, the real soundnesa or the business depends upon the relation between import 
and outp~ Ir our economical structure il really sound, I cannot see that we need any more 
gold than • necessary to meet certain minimum demands. 

:Sew York, llay 28th, 1930. 
(SigMd) T. T. READ. 
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III.-Letter from :Mr. Daniel C. JACKLING, 

1\lining Engineer, San Francisco. 

The production of gold from both lode and placer mines operated in the United States proper 
and in Alaska solelr or largely for the production of that metal is undoubtedly decreasing and, 
in my opinion, wil continue to decrease over a period of years. . On the other hand, gold 
production of an incidental order-i.e., the output of gold from mining operations whose principal 
source of value lies in other metals, for illustration, copper-has been increasing for a number 
of years, and these two circumstances taken together have resulted in the gold production of 
the United States remaining fairly constant for the past ten years. There was a slight decrease 
in 1927 and 1928, but, while the statistics for 1929 are not yet available, I would expect that the 
figures for that year would be somewhat in excess of those for 1928, because of the larger 
production from the incidental sources to which I have referred. . 

On the whole, I believe that the United States production from all sources for the next 
ten years will not vary greatly from that of the past ten years. 

The ~ld ,Production of Canada has increased very rapidly in the past ten years-a good 
deal of thiS hemg due again to gold recovered from the products of mines whose value lie largely· 
in other metals. Canada is making very rapid strides now in the development of copper, lead 
and zinc production, which is accompanied by small gold values; and, regardless of any great 
increase in primary gold production from that country, I believe Canada's output will continue 
to increase for the next ten years to an extent substantially greater than the contemporary 
decrease in the United States. • 

As to Jl-le.rico, I should expect that gold production would remain more or less constant 
for the next ten years as it has done in the past ten years; and I believe the same will be true, 
ttenerally speaking, of Central America. although there is some probability of small unimportant 
mcreases from those sources. 

I 

On the whole, therefore, the production for North America should at least maintain the 
present rate for a considerable period in the future, with the probability that increasing production 
from Canada may result in some, but not very great, total increase. To state the thmg concre
tely, I doubt if North America will ever again produce much, if anything, in excess of five million 
oz. per annum. 

The factor of decreased operating cost in the mining industry, to which you refer, is an 
important one and will continue to he so as affecting deposits of low-grade gold ores in much 
the same way that it has affected and continues in some measure to influence the cost of producing 
the baser non-ferrous metals and silver. These influences will, however, affect what I have 
referred to as incidental production of gold rather than primary production from gold ores, 
strictly speaking, because vast tonnage deposits of low-grade gold ores are not common as is the 
case, for instance, with copper ores. These influences will continue to express themselves in 
an extension of the life of known gold ore deposits, such as those of Dakota; but, even though 
cost may decrease in such a degree as to pem1it the profitable handling of lower-grade gold ores 
than are now profitable, this will not, .in my opinion, ~suit. in any inc~e in pri~~~:ary p~uction. 
It may be said further in this connection that the rapid str1des made m the d~rect10n of Improved 
methods and cost reductions in mining and m~ta.llurgical indu~~r~es in tlie past feyv Je~rs ~ann?t 
be maintained. It seems, indeed, that the limits of probabilities or even poss1bilitles m th1s 
direction have been nearly attained. 

I believe there· is no considerable likelihood of the discovery in the United States of any 
great new gold ore deposits. I expect, on the contrary, that important discoveries of such nature 



-70-

are still to be made in Canada, and possibly so, although in a much less important degree, in 
.-\Iaska. ' 

In sunmu1n·, howel"er, I belie,·e that the known soul't't'S of gold as produced from gold ore, 
stric.-tly speaking, in Korth America _are being exhaust~ more rapidly than similar new sourees 
vill be dc\"elopcd, and that. at'rordmgl;\·. gold production from such SOUI't't'S must continue to 
decline. On the other hand, I think it reasonable to predict that the recovery of gold in 
ronncction with the mining and reduction of ores of the baser metals will show a continuing 
although moderate increase-to the end, as I have said before, that the total gold production 
from North Anteric.-a ought to remain fairly ronstant, or e\·en to increase moderately for the 
next ten or twenty years and possibly longer. 

San Francisco, May 29th, 1930. 
· (Signrd) D. C. JACKLISG. 
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'II. SUPPLY AND DEMAND. . . 
ANNEX X. 

THE SUPPLY OF GOLD. 

By Professor Gustav CASSEL. 

A discussion of the sufficiency of the world's gold supply necessarily presupposes a purpose 
for which the gold sup~ly s~ould be sufficient. Thi~ purpose will here b_e taken to be _to support 
the general level of prices m gold-standard countnes at a constant height. Accordmg to this 
definition, the gold supply is regarded as superabundant when it causes a rise of the general 
level of prices. Again, it is regarded as insufficient when it has the effect of pressing down the 
general level of prices. · 

The question of the sufficiency or insufficiency of the surply of gold, thus defined, is funda
mentally connected with economic progress. In a state o complete economic standstill, no 
new gold would be required, at least for monetary purposes, except perhaps for making up for 
the annual wear of circulating coins. When we discuss the sufficiency of the world's gold supply, 
we must always have in mind a certain economic progress with which the gold supply should 
be able to keep pace. 

In order to make a comparison between the gold supplv and the world's general economic 
progress, we must obviously fonn an idea of the growth o"f the total supply of gold-that 
IS to say, we must express the annual addition of new gold in percentage of the total accu
mulated stock of gold. It is this percentage which we have to compare with the percentaae 
representing the world's general economic progress. " 

This calculation may be carried through in two different ways. We may compare the annual 
production of gold with the world's total stock of gold; or we may compare the annual addition 
to the world's monetary stock of gold with that monetary stock itself. In both cases, the rate 
of increase arrived at should be compared with the rate of progress characterising the,world's 
general economic development. Which of these methods should be preferred is an open question. 
It may be claimed for the second method that it is natural to limit the investigation from the 
beginning to quantities of gold that directly influence the world's monetary conditions. The 
advantage of the first method lies in the fact that it is suited to give an immediate answer to the 
question before us-namely, the sufficiency of the annual production of gold. 

In any case, it must be clear in advance that conclusions as to the sufficiency of the supply 
of gold can only be founded on actual experience. We have to study, on the basis of the statis
tical material available, the effects on the general level of prices of the growth of the stock of gold, 
defined in the one or the other way. We have to extend such an investigation over a long period, 
and we have to examine for this period the connections that may exist between variations in 
the growth of the stock of gold and variations in the general level of prices. Only such a study 
of a<'tual effects in the past can give us a reliable basis for forming an idea of the sufficiency or 
insufficiency of gold supply in the future. 

It is desirable that su<'h an investigation should be carried out according ~o bo.th t~e ,?ifferent 
methods here indicated. The first method has been expounded by the writer m hiS Theory 
of Social Economy" (Vol. II, London 1923), and furth~r developed in various other publications. 
} or the present report, it has been summed up by hun as follows. 

The total stock of gold accumulated in the world up to the end of 185~ ~ay be estimated, 
on the basis of German statistical investigations, at an amount equal to 10 mdhards of gold marks 
( "110 million pounds sterling). 
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In order to ~al~ulate the subsequent increase of the world's total stock of. gold, we have 
to dd for e,.-ery year that year's produ~tion and subtra~t a sum for the defimte loss of gold ' 
~ m wear ete. This loss may be estimated at 2 per 1,000 of the total stock of gold at each 
time:: These'cal~ations show that the world's ~of ~ld in the ~~od .185.0-1910 rose from 
10 milliards to 52 milliards of gold marks,1 that IS to say,It was multiplied m sixty yean by 5.2. 
This growth means an a¥erage annual increase of the world's stock of gold of 2.79 ~rent. or 
roundlv 2.8 rent. Had the st~k of gold from 1850 on~~ in~reased uniformlY, by ~.8 per 
rent. ii wo:Jd'by 1910 ha¥e risen to the actual stock of 52 milliards of gold marks m exiStenre 
at the end of that year. , ~ . ' . 

Passing on now to rompare the evolution of the general level of pri~ over a lo!lger penod 
with the rontemporanrous increase in the world's stoc~ o_f gold, we have lint to notire that the 
general economic development makes room for a certain m~rease of the stock of ~ld, and that 
this inaease ~ be a cause of a rise in the general level of prices. To asrertam the effects 
of the variations of the stock of gold upon the general level of prices, we must lint know that 
inaease in the stock of gold was n~iU:ted by the general ~nomic development .dur!ng the 
period in question. For this purpose. It will be an advanta~ if we can select the {><.'nod m such 
'lrise that the general level of p~ is the same at the begmning and the end of It; for in that 
case the increase in the stock of gold during the ~riod as a whole has had no influence on the 
general level of prices, but merely rorresponds With what is required in order that the growth 
of the stock of gold should keep pace with the general eronomic development. 

These ronditions are realised in the period 1850-1910. The general level of prices in 1910 
was practically the same as in 1850 .. We may ronclude from this that the increase in the stock 
of gold from 1850-1910 was nens ary and sufficient. in view of the eronomic development. to 
keep prices on the same level in 1910 as they had been in 1850. This increase meant. as we 
found above, an average annual increase during the whole period of, roundly, 2.8 per rent. Now, 
if the world's &tock of gold had grown by exactly 2.8 per rent during ach year of the period, 
it is clear that no one could have thought of ascribing the fluctuations of the general level of 
prices to fluctuations in the supply of gold. We should in that case have had an absolutely 
uniform increase of the world's stock of gold, and this increase would have sufficed to keep prices 
at the same level at the end of the period as at the beginning. It rould, then. neither be said 
that the increase of the &tock of gofd was on the whole excessive or defective, nor that it had, 
by its irregularities, caused changes in the general level of prices. Such a uniform increase in 
the &tock of gold, leaving the general level of prices unc~ at the end of a rertain period, 
we mav call a ftOr7llal iflcreue for the period in question. ana the stock of gold that would have 
existed at any particular time in the period under sucll a normal increase may be called the 
mmnal ~ '!f gold. For the ~ 1850-1910, we get the .normal stock of gold by starting 
from the initial &tock of 10 milliards of marks and calculatmg a uniform annual increase of 
2.8 per ~t. The~ for the normal &tock o~ go!d given in Appendix I were reached in this 
!1!1:· (\\e get the figure for any year by multJplymg the figure of the preceding year by 
V5.2 = L0279.) 

. The normal ~k of gold calculated in this way for the period 1850-1910 is indicated on the 
diagram (Appendix II) by the continuous line. The calculation is carried back as far as 1800 by 
the ~ fo~ula, and the curve on the diagram. is correspondingly extended. The actual gold 
&tock •. likewise ~ted backwards forth~ period 1850-1800, and represented on the diagram. 

It • now obvwus that, as far as changes m the general level of prices in the period 1850·1910 
~y be traced to variations in the world's supply of gold, they must be ascribeQ entirelf to the 
~ergence of the ~I gold. stock from the normal. Once we have agreed to regard an mcrease 
m ~ gold.if:ock m the period ~850-1910 of 2.8 per cent annually as normal in the sense here 
explained, it • natural to CC?llC;'!IV~ every deviation of the actual gold stock from the normal as 
pro tanlo the cause of a VBrlfttJOn m the general level of prices. These deviations of the actual 
~the normal go!~ stock are clearly~ on the diagram. From 1850-1887, the actual gold stock 
• ~ethe normal, from 188!·1910, It 11 below. In the first yeriod, therefore, we should expect 
a llle of ~general level of pnces above the normal level and m the second period a fall below it. 

' 
1 From I2A milliard to I12A milliard or from &490 million to 12,54.5 million, 
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In order to be able to compare the deviations of the actual stock of gold from the normal 
directly with the development of the general price level, we have to express the actual stock in 
percentage of the normal •. The ratio of the actual to the normal stock of gold which we mav call 
the " relifiive stock Of gold", is. given in figure~ in A{>pendix I and represented in the diagram 
CA:ppendtx II),b,Y ~he broken h~e (--- -). Thts relative stock of gold rises, as we see, about the 
mtddle of the stxtles to a maxtmum of 1.18, or 18 per cent above the normal level, and falls in 
the years 1896 and 1897 to a minimum of 0.92, or 8 per cent below the normal level. 

An approximate idea of the sufficiency of the world's supply of gold before 1850 is given 
by t~e ~elative stock ~f gold for the first half ?f th~ 19th century, calculated in the s~me way 
and mdtcated on the dtagram. One must bear m mmd, however, that the figures for thts earlier 
reriod have not the same value as the figures for the later period, as the normal stock of gold 
m the strict sense is only defined for the later period. 

· Now !et u~ put together t~e curves of t~e relative stock of go.ld and t_he general level of prices 
on a srectal dtagram (AppendiX III). A smgle glance at the dtagram IS enough to recognise a 
genera agreement between the general price-level and the relative stock of gold. But it is 
strikin!f that the general level of prices is subject to variations of two different kinds, which must 
be distmguished as " secular" and " annual" variations of the price· level. · 

The diagram immediately teaches us that the annual variations of the general price level 
have no connections at all with the supply of gold. Every one conversant with the history of 
trade cycles during the period in question immediately sees that the annual variations of the 
general price level correspond to the cyclical movement of trade and reflect extensions and 
restrictions of the supply of means of payment independent of the supply of gold. 

On the other hand, the secular variations of the general price level correspond closely with 
the contemporary variations ef the relative stock of gold, although the secular price level in the 
period 1850-1880 is higher, and in the 'nineties rather lower, than it ought to be according to the 
relative stock of gold. In any case, our comparison is enough to prove that, for the period 
under consideration (1850-1910), the main cause of the secular variations of the general price 
level lies in the changes of the relative stock of gold. 

The deviations of the relative stock of gold from unity show how much of the departures 
of the actual price level from the normal may be ascribed to changes in the gold supply. Of the 
considerable rise in the secular price level in the 'sixties, amounting to about 30 per cent, a rise 
of about 18 per cent can be explained by the abundant supply of gold. The much-discussed 
scarcity of gold in the 'nineties is responsible for a fall of the general price level below the normal 
of 8 per cent. From the standpoint of the gold supply, the general price level in 1886·87 ought, 
as the relative stock of gold passed the value unity, to have stood at a normal level. This, 
however, would only be the case if the secular variations of the price level alone, apart from the 
annual variations, were taken into consideration. The years 1886 and 1887 fall in a period of 
depression, and it is therefore to be expected that the general price level of this period will be 
abnormally low, as is the case on our diagram. But a curve indicating the secular variations 
of the price level would obviously cut across the normal level (100) a~out the year 1886. 
This observation is important in so far as it shows_ that the gold supply whtch we ha_ve defin~ 
as normal is normal in the same sense for the/er10ds 1850-1886 and 1887-1910; an rncrease m 
the gold supply bv 2.8 per cent annually woul have left the secular price level in both periods 
uncha!lged. Here we have a good test of the reliability of our method and our statistical 
matertal. 

}'or the period before 1850, the curve is merely i~tended to indicate the gen~ral tendency 
of the development. This, however, is enough t~ brmg. out the sharp bend wht~h the curve 
makes in the year 1850, thanks to the great dtscovertes of gold about the nud~le of the 
century, and which is accompanied by a strikit~g parallel tu~n of the secular Ime of th:e 
curve of the general level of prices, so that the mner connectiOn of the two movements ts 

put beyond doubt. 
Our enquiry shows that an annual addition to the world's stock of gold of 2.8 per cen~ of 

this stock was i"ust what was required for the period 1850-1910 to ~eep the generalle':el of pnc~s 
at a constant teight-that is to say, the world's general econonuc development durmgthe srud 



- 'j.&-

ptriod was so strong as to require for the stability of the general level of ~rices an average annu!'-1 
addition to the stock of gold e.xisting at each time of 2.8 per cent. ThiS does not of course m 
itself definit.elv prove that the general rate of economic progress has been exactly 2.8 per cent. 
It is always jlossible to argt\e that the ~nomic development has inv~?lved de11_1ands on gold 
increasing more than proportionally to this. development; the general m~uction of the gold , 
standard during the period could be quo~ed m support of such. an assumption. On the other 
hand, reasons can be given for assummg the general economic progress to have been faster 
than the growth of the stock of gold-for instance, the growing use of cheques seems to give 
such an assumption a certain probability. 

Independent investigations of the rate of eronomic progress of countries of European civili
sation point in the direction that a rate of progress of about 8 per cent per year may be regarded 
as characteristic for the period in question; for the United States. the rate, of course, must be put 
considerablv higher. - An approximate idea of the world's rate of progress may be gained in 
the followilig wav. In the period 1850-1!107, the world's production of pig-iron increased on an 
avera,oe by t.! per cent. Now, the growth of the iron industry may be regarded as characteristic 
of the ...-hole industrial development of the world. The agricultural development has of course 
been much slower and may perhaps be put at the figure of 1.2 P.Cr cent per year! which ~eems to 
correspond fairly well to the growth of the population and the Improvement of 1ts noumhment. 
If we assume that food represents a third of social income and that the other two-thirds of this 
income have grown proportionally to the industrial denlopment, we arrive at an average rate 
of progress of 8.2 per cent. If, on the other hand, we give the rates for food and industrial 
production the same weight in our calculation of the average J>rogress, this average would be 
2.7 per cent. This figure ought to be regarded as the lower limit for our estimate of the world's 
a..-era,oe economic progress. /u it seems necessary to give the industrial production a somewhat 
higher weight than the agricultural, we stand on fairly solid ground if we reckon with a figure 
of round 8 per cent as characteristic of the economic development during the period 1850-1910. 

This corresponds closely to the result of our enquiry into the world's gold supply. It is 
possible that the average rate of economic progress for the world as a whole, if it could be calcu· 
lated exactly, would prove to have been. during the period in question, not greater than 2.8 per 
cent per year. If the rate was some decinlal points higher, this must be explained by a relative 
economy in the use of gold having been attained, in spite of the growing application of the gold 
stan~ by the use of cheques and other means of making the system of payment more 
effective. 

l:nder the former supposition of a rate of progress of 2.8 per cent, the demand for gold for 
the period as a whole has balanced a growth of the world's stock of gold proportional to the 
world's general economic development. This is of course what should be normally expected 
to take place, once the world has got accustomed to the use of the gold standard and no further 
alterations are ~e in the practical adplication of this system of money. For a future period, 
when ~hese cond~bons are fulfilled an when the rate of general economic progress is the same 

·as durmg the period 1850-1910, we should have to reckon with an annual addition to the world's 
stoc~ of gold of at least 2.8 per cent as a necessary condition for the stability of the general level 
of pnces. Now we have to bear in mind that the definite loss of gold, estimated at 0.2 per cent 
J>e! year, must also be covered by the annual production. The stability of the general level of 
pnces would, therefore, under the assumed conditions. require an annual production of gold of 
3 per cent of the actual stock of gold existing at any time. • 

Alt~gh the demand fo_r gold see~ to have requi~ for the whole period 1850-1910 a 
growth m the stock of gold farrly proporti~~te to the world 1 economic devefopment, our curvea ;:w that there must have been some devl&bons ·trom such a normal development in the demand 

~!do. The fact tha~ t_he ~~r p~ce level was above the relative stock of gold in the 'fiftiea 
and sixtieS, and below it m the mnebes, suggests that t>ertain secular variation• occurred in the 
~lly even development of the demand for gold. It is natural to assume that the gradual 
adopt100 of the gold standard after 1870 by nearly all countries should be reflected in the result 
t':t the growth ol t_he demand for go!d before 1870 WBII slower and after that year faster than the
:OOk'b!~wth dunng the whole period 1850-1910. The fall in the secular level of prices which 

P rom about 1870 to abOut 1895, in excess of what would have corresponded to the full 



-75-

of our curve for the relative stock of gold, is, according to this view, to be ascribed to the extra
ordinary demand for gold caused by the general adoption of the gold standard. However the 
importance in this respect of European monetary reforms in the 'seventies has been much ex;gge
rated. The demand for gold which was connected with this reform developed .so gradually that 
it probably did not much exceed a normal growth in the demand. The gradual adoption of the gold 
standard on the European continent has therefore only had a comparatively small share in the 
· dt>pression of the secular level of prices. Another circumstance is without doubt primarily respon
sible for this depression, in so far as it superseded the simultaneous fall in the relative stock of 
gold. This circumstance is the enormous increase of the gold demand of the Vnited States at 
the end of the 'seventies and the beginning of the 'eighties. due to the preparation for and 
subsequent realisation of the resumption o1 cash payment. The paper money of the Civil War 
was declared convertible from 1879 onwards. During the period from the middle of the year 
1875 to the end of 1887, the monetary stock of gold of the United States of America rose from 
89,000,000 dollars to 650,000,000 dollars, which is more than a sevenfold multiplication in twelve 
and a-half years. The increase was particularly great from the middle of 1876 to the end of 
1881-namely, from 99,000,000 dollars to 485,000,000 dollars, or nearly a fivefold multipli
cation in five and a-half years. These demands were made at a time when the world supply 
of gold was already so scanty that it was bound to lead to a material reduction of prices. The 
sum of 386,000,000 dollars, which the United States of America alone required for its monetary 
gold stoek in the above-mentioned period of five and a-half years, amounted to no less than 64 per 
cent of the world's gold production at the time. As under ordinary circumstances the remainder 
of the gold output would probably be required for non-monetary purposes, there was nothing 
left for the monetary requirements of the rest of the world. The value of gold was then bound 
to rise much higher than the smallness of .production alone implied. In view of the rapidity 
of the economic development of the United States of America at that time. we may perhaps 
take as normal a doubling of the monetary demand for gold in twelve year:s. In addition to this, 
the United States of Ameriea required about 2 milliards of marks for monetary purposes in the 
period 1875-1887. The fall in the general price level caused by this extraordinary demand may 
be estimated at about 7 per cent. · _ · 

A factor that acted in the same way on the side of the demand, though to a less extent, was 
the large imports of gold into India in the early 'eighties. The effect of this demand in 
reducing prices may perhaps be estimated at about 2 per cent. 

· These irregularities in the development of the demand for gold suffice to explain the depression 
of the general price level from the 'seventies to the 'nineties, so far as it exceeds the fall in the 
relative gold stock. Our conclusion must therefore be that the secular variations in the general 
level of prices are mainly due to variations in the relative gold stock, and for the rest to certain 
irregularities in the normally uniform increase in the demand for gold. This completes our 
analysis of the causes of the secular variations in the general price level, at least within the limits 
of statistieal errors in our calculations. 

• • • 
The net result of the war on the world's monetary system is an extraordinary reduction 

in the monetary demand for gold, chiefly caused by an almost complete ce;;sation o_f the use of 
circulating gold coins. This reduction in the demand ~or go!d has resulted m a fall m the va!ue 
of the metal and a rise in the general level of commodity prices to about 150, as compared w1th 
100 before the war. If no further alterations are made in the monetary use of gold, the stability 
of the new price level will de~:~end on the possibility of such a production of gol~ as will keep 
pace with the ~eneral economic progress. If the rate _o_f progress for the f?-ture IS as.sumed to 
be the same as 1t was for the period 1850-1910, the stab1hty of the present pnce level will depend 
.on the possibility of the annual gold production's amounting to 3 per cent of the world's total 
stock of gold. 

Since 1910 the world's production and its accumulated stock of gold have developed in the 
following way (figures of,production according to the Statistisches Jahrbuch f~r Deutsche11 Reich): 
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Annual production of gold Total st~k of gold at end or year Production 
in percen-

tajze of stock 

Millions of 1\filfions or of gold at 
beginning of 

r $1 I £1 Marks I $1 l £1 . year 
Marks 

' 52,004 12,887 2,545.6 8.81 
1910 1,912 .S5 98.6 
19ll 1,935 .61 94.7 58,88j 12,823 2,685.2 8.'12 

1912 1,958 ~ 95.6 55,679 18,263 2,'125.5 8.63 

1913 1,927 .S9 9j,8 57,495 13,695 2,8U.4o 8.46 

19U 1,839 ~ 90.0 59,219 U,106 2,898.8 8.20 

1915- 1,971 .69 96.5 61,072 U,5-17 2,989.5 8.83 

1916 1,903 453 93.2 62,853 U,972 8,078.2 8.12 

1917 1,757 419 86.0 6-1,.84 15,860 8,156.5 2.72 

1918 1,607 883 '18.7 65,962 15,712 8,228.8 2.49 

1919 1,532 865 75.0 67,862 16,046 8,297.4o 2.83 

1!120 1,4o08 3M 68.7 68,630 16,848 8,859.4o 2.09 
1921 1,383 329 67.7 69,876 16,6-U 8,4o20.4o 2.02 
1922 - 1,837 818 65.4o 71,078 16,930 81U9.o 1.91 
1923 1,5-11 867 75.4 '12,472 17,263 8,547.5 2.17 
1924 1,630 388 79.8 78,957 _17,617 8,620.2 2.25 
1925 1,655 89j 81.0 75,46j 17,976 8,69,.0 2.2, 
1926 
1927 
1928 ' ' 

The figure; show that the ratio of the production to the accumulated ~~~ in the first 
~en years was considerably above 8 per cent.. The result was .a tendency to a nse m the general 
level of prices. From 1917, however, the ratio has been considerably below 8 per cent. 

This decrease is caused partly by a fall in the actual gold production and partly by the growth 
of the stock of gold. As this stock now amounts to half as much again as in 1910, 8 per cent of 
the same stock will also amount to halC as much again as it did in 1910. Whereas in 1910 a gold 
production of 1,560 millions of marks •would have been sufficient to support a stable price level, 
for the same purpose and under the same assumptions in 1928 a production of 2,800 millions of 
marks• would have been required. 1 . 

These figure; disclose a fact which is of the highest importance for judging the sufficienc,r. 
of the gold production: a gold production which is sufficient at a certain time must always, if It 
is assumed to reniain constant, become entirely inadequate after some decades to cover the need of 
3 per cent of the accumulated stock of gold. This result, which may be called the parado.J: of the 
gold IILlrul.ard, shows the fundamental difficulty connected with the use of gold as a standard of value, 

If we have to face in the future a gradual exhaustion of the South African gold-mines, and 
if no new gold discoveries make up for this loss, a serious fall in the absolute gold production is 
unavoidable, and we may easily come down to a gold production amounting to less than half of 
what~ necessary fort~ ~b~ ~f the price level Under such circumstances, we have to expect 
a contm~ and ~ted ~ the general level of ~rices. Such a prospect must of course 
be very d~ for enterpnse and, under such cll'Cumstances, economic progress would 
doubtless be seriously ham~ It is therefore a question of the highest importance to the 
whole world whether anythmg can be done to effect such a reduction in the monetary demand 
for gold as would compensate for the increasing acarcity of the metal . 

1 Coovenion made by the Secretariat. 
• S3'72 million : £76 million • 
• f500 million : £113 million. 
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Appendix I. 

THE \VoRLD's STocK oF GoLD. 

·End Actual stock of gold. Normal stock of gold. Relative 
of 1\lillions of 1\lillions of stock 

year. 
1\Iarks I •• I £' I ' I 

of gold. 
Marks S' £' 

1800 7,535 1,795 868.8 2,531 603 123.9 2.98 
1810 7,875 1,876 885.5 8,332 794. 163.1 2.86 
1820 8,033 . 1,913 393.2 4.,385 1,04.5 - 214.8 1.83 
1830 8,265 1,969 4.04..6 5,772 1,875 282.5 1.43 
184.0 8,660 2,063 4.23.9 7,597 1,810 871.9 1.14 
1850 10,000 2,382 4.89.5 10,000 2,382 4.89.5 1.00 
1855 12,680 8,020 620.7 11,4.70 2,732 561.5 1.11 
1860 15,870 8,661 752.4 18,160 8,135 64.4..2 1.17 
1865 17,795 4,239 871.1 15,100 8,597 739.1 1.18 
1870 J20,335 4, 84.4. 995.4. 17,320 4,126 84.7.8 1.17 
1875 22,555 5,873 1,104..1 19,880 4,735 973.1 1.13 
1876 22,978 5,4.72 1,124..5 20,4.35 4,868 1,000.3 1.12 
1877 23,4.28 5,581 1,14.6.8 21,005 5,003 1,028.2 1.12 
1878 23,900 5,6!18 1,169.9 21,591 5,14.3 1,056.9 1.11 
1879 24.,819 5,793 1,190.4 22,193 5,286 1,086.3 1.10 
1880 24,735 5,8!12 1,210.8 22,800 5,4.31 1,116.1 1.08 
1881 25,146 5,9!10 - 1,230.9 23,44.8 5,585 1,147.8 1.07 
1882 25,525 6,080 1,249.4 24,102 5,741 1,179.8 1.06 
1888 25,884 6,166 1,267.0 24,774 5,901 1,212.7 1.04 
1884 26,272 6,258 1,286.0 25,465 6,066 1,246.5 1.03 
1885 26,650 6,848 1,304..5 26,160 6,231 1,280.5 1.02 
1886 27,046 6,442 1,823.9 26,890 6,405 1,816.8 1.01 
1887 27,433 6,535 1,842.8 27,640 6,584 1,353.0 0.99 
1888 27,836 6,631 1,862.6 28,411 6,768 1,890.7- 0.98 
1889 28,272 6,734 1,383.9 29,204 6,956 1,429.5 0.97 
18!10 28,775 6,854 1,408.5 30;010 7,148 1,469.0 0.96 
1891 29,266 6,971 1,432.6 30,847 7,348 . 1,510.0 0.95 
18!12 29,823 7,104 1,459.8 81,708 7,553 1,552.1 0.94-
18!l3 80,424 7,247 1,489.8 82,593 7,764 1,595.4 0.93 
1894 81,124 7,414 1,528.5 33,502 7,980 1,640.0 ' 0.93 
1895 81,885 7,5!15 1,560.8 84,430 8,201 1,685.8 0.93 
18!l6 82,670 7,782 1,599.2 35,391 8,430 1,732.4 0.92 
18!17 88,596 8,003 1,644.5 86,878 8,665 1,780.7 0.92 
1898 84,733 8,273 1,700.2 87,892 8,907 1,830.8 0.93 
18!19 85,951 8,564 1,759.8 88,435 9,155 1,881.4 0.94 
1!100 86,957 8,803 1,809.0 89,510 9,411 1,934.0 0.94 
1901 87,970 9,044 1,858.6 40,612 9,674 1,988.0 0.93 
1!102 89,140 9,323 1,915.9 41,745 9,944 2,043.4 0 94 
1903 40,438 9,682 1,979.4 42,910 10,221 2,100.4 0.94 
1904 41,815 9,960 2,046.8 44,107 10,506 2,159.0 0.95 
1!l05 43,866 10,830 2,122.8 45,320 . 10,795 2,218.4 0.96 
1906 44,970 10,712 2,201.8 46,584 11,096 2,280.3 0.97 
1907 46,614 11,103 2,281.8 47,884 11,406 2,848.9 0.97 
1!108 48,881 11,524 2,368.2 49,220 11,724 2,409.8 0.98 
1 !109 50,192 11,956 2,456.9 50,593 12,051 2,476.5 0.99 
1910 52,008 12,887 2,545.5 52,000 12,886 2,545.4 1.00 

. 
• Conversion made by the Secretariat. 
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ANNEX XI. 

THE SUPPLY OF GOLD CmiPARED WITH THE PRICES OF CmDIODITIES. 

By :i\Ir. Joseph KITCHIN. 

In his memorandum on" The Supply of Gold", Professor Cassel points out that the annual 
production of gold may be compared with the world's total stock of gold, or the annual 
addition to the world's monetary stock of gold may be compared with that monetary stock 
itself. He has made the former comparison, and this memorandum deals mainly with the 
latter method. ' 

The appended Table B gives (in column I) the world's stock of gold money as calculated by 
the writer (excluding India, China and Egypt). It assumes a stock of £200,000,000 at the end 
of 184~ and the addition to it ea~h year. of the balance of the world's ~old output remaining after 
deductmg the demands of the mdustr1al arts of Europe and America and the absorption by 
India, China and Egypt. This is compared (in column 2) with the stock of gold money as it would 
be if it had increased from the 1850 figure at an even rate of 3.096 (say 3.1) per cent per annum 
compound, this being the average rate of the increase of the stock from 1850 to 1910, ascertained 
statistically by taking into consideration all the figures of the sixty years. The ratio between 
these two figures is then shown (column 3), giving what Professor Cassel would call the relative 
stock of gold money, which in turn is compared with wholesale prices of commodities-Jevons 
to 1850 and Sauerbeck-Statist afterwards-based on 1850 = 100 (column 4), as taken by 
Professor Cassel, and with gold prices substituted for paper prices to 1820 and for 1914-1925. 
The percentage difference each year between the last two factors is then shown (column 5), 
indicating the amount of correlation. The table is carried back from 1850 and forward from 
1910 to show the resulting figures, though, strictly speaking, the table should be confined to 
1850-1910 as being the period tested. -

The figures of columns 3 and 4 are then given on the lower part of the accompanying chart. 
The result shows that, throughout the period of 1850-1910, the changing trend of wholesale 
prices of commodities has closely followed the relative stock of gold money, and much more 
closely-and, as the writer thinks, more naturally-than when prices of commodities are compared 
with the total gold production as shown in Professor Cassel s relative stock of gold. 

It should be pointed out that no allowance is made in the stock of gold !money as calculated 
by the writer for loss of gold by wear, etc., in re~ard to which Professor Cassel (following Lexis) 
deducts 0.2 per cent per annum reckoned on tne total stock-a figure which assumes a loss 
increasinf annually and rising to £5,100,000 ilt1910. Jevons, in the middle of the 19th century, 
by actua weighing of large samples of circulating coins, showed an annual wear of 0.0457 per 
cent, and there is every reason to suppose that this prop'?rtion had very materially dec~ease_d 
by 1913, and now, with the bulk of gold money c~llected mt~ centra~ ban~ and :rreasunes, It 
must be virtually non-existent. Moreover, Jevons tests apphed to circulatmg coms only, and 
circulating coins have virtually disappeared. For these reasons, the writer has thought it unneces
sary to make allowance for loss by wear, etc., as regards gold money. 

The chart shows at once how closelv the gold money line accounts for; prices of commodities 
if one makes due allowance for the varlntions in prices produced by the effects of trade cycles, 
and thus reinforces the conclusions of Professor Cassel's lllemorandum. After 1858, the points 
of greatest difference are 1873 ( + 13 per cent) and 1896 (- 13 per cent), which were the years 
of highest and lowest prices of their periods. 
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Th cl · • that, on the e:~:perience of 1850-1910, an. average addi~ion o~ 8.1 per cent 
e con us1on IS , •ld was needed to keep 'commod1ty pr1ces stable as J:: ann~ to ~e worlds sto;: ofs'f:c~ .:::J~ition to that stock compares with the 11.8 per cent 

~= ~~~t~~= ~Professor Cassel, reckoned on the total stock of gold. . 
It is therefore well to see how the stock of gold and the stock of gold ~y comr:;re· Th1s 

· done in the following Table A, of which' the first line is nat~lly rathe~ conJectural. he second :.n of the table is given to show the figures f<?r shorter per1ods covermg the last twenty years, 
so as to segre~te to some extent the war penod : 

1400-1839 
1849 
1859 
1869 

10 1879 
years 1889 

to 1899 
1909 
1919 
19291 

. 

~ 1914 5 1919 years 1924 to 19291 

Table A. 

DISTRIB{iTION OF THE WoRLD'S GoLD SUPPLY. 

(In millions of pounds at M/11l per fine ounce.) 

t:ood A'-,.. Balapce W'orld'1 A- Totel 
by - bT DOD·JDODelaQ' an.llable Gold Ind .... -bT ChiD& 

trial and n-.. u mODe)". Output. 
An&' 

India. Egypt.' 

(292) (62) (28) (382) (66 %l (196) (34 %) 578 
28 7 ' 35 (60 %l 23 (40 ~ol 58 
37 21 ' 58 (28 "'ol 198 (77 %l 256 
74 59 ' 133 (51 "'ol 126 (49 %) 259 

117 14 5 136 (59%) 96 (41 %) 232 
103 30 13 146 (67 %) 72 (33 %) 218 
117 28 12 157 (39 %) 247 (61 %) 404 
174 81 39 2H (40 %) 442 (60 %) 786 
212 146 21 379 (42 %) 521 (58%) 900 
162 195 0 857 (46 %) 415 (54%) 772 

1,3UI 4143 118 2,077 2,836 4,413 
30 OL !0 14% 8% 47% 58 0/ 

/0 

' 
121 96 7 224 (48 %l 246 (52 %l 470 

91 50 14 155 (36 %) 275 (M%) 430 
87 104 -2 189 (52 %l 171 (48 %) 860 
75 91 2 168 (41 %) 244 (59 %l 412 

374 Ml 21 736 936 1,672 
22 0/ 21% 1% 44%- 58% /0 

A.ancate to date. 

World 'I !<tAtck Gold I World'o 
ol Gold Moner. Output. 

196 (34 %l 578 
219 (34 %l 636 
417 (47 %l 892 
M3 (47 %) 1,151 
639 (46 %) 1,888 
711 (44 %) 1,601 
958 (48 %) 2,005 

1,400 (51 %) 2,741 
1,921 (53%) 8,Ml 
2,336 (53%) 4,413 

1,646 (51 %) 8,211 
1,921 (53%> 8,Ml 
2,092 (52%) 4,000 
2,836 (53 "'ol 4,418 

• 

From this, it is seen that the outpouring of gold in the decade 1850-1859 raised the proportion 
represented by the world's stock of gold money (rpm M per cent to 47 per cent of the aggre~rate 
gold output and that, after dropping to U per cent thirty years later, it has risen to and remamed 
stationary at 53 per cent for the last ten years. No less than 47 per cent of the aggregate output 
(4-1 per cent of the output of the last twenty years) was eaten up by total demand before the 
amount available as money-which has to take what is left-could be determined. Owing to 
this demand, the money portion of the output declined each decade from £198,000,000 in 1850· 
1859 to £72,000,000 in 1880-1889, partly becalllle of the falling-off in output, but still more because 
of enhanced demand. Since that time, the demand has more than .doubled, but, owing to the 

1 Europe and America. 
• :£4o-pt from 1879 only and China for 1889 only, ph11latter country'• own production. 
I lfl".l{l estimated. 
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enormous increase in the output, the amount added to money has increased to a much larger 
extent. 

If, as the writer believes, the gold output is likely to remain at the present level of £84,000,000 
for a few years and then to fall off appreciably, the amount available as money will largely 
depend on the demand, and, if that should increase, as it has persistently done in the last nine 
decades, except for the moderate fall of the last ten years, the addition to money will be subjected 
to a squeeze from both sides after a few years from the present time . 

• The demand for new gold by the industrial arts of Europe and America, except for the lull 
of the twenty years to 1899, markedly increased each decade from 1830 to 1919. It reached 
£27,800,000 in 1918, fell to £16,000,000 in 1917, recovered to £23,000,000 in 1919 and has since 
fallen to £15,000,000.1 In 1918, the United States accounted for £7,700,000 or 28 per cent 
of the industrial consumption, while in 1924-1928 it accounted for £7,700,000 per annum or 
50 per cent of an annual consumption of £15,500,000. With the re-awakening of Europe, the 
industrial demand seems likely to increase, _though fashions in the use of gold have changed, 
and a much larger proportion of old gold is being re-used. India, of course, astonishes one by 
the strength of its demand, which is seen also most markedly in the case of silver (of which it 
has during the past seven years absorbed 88 per cent of the current world output). In the last 
twenty years, the demand for gold has extended to £341,000,000 as compared with £240,000,000 
in the previous seventy years, though in the last few years it has moderated to about £16,000,000 
per annum. Its absorption is based on age-long customs which will probably be very difficult 
to change. 

Just as it is necessary to distinguish between the aggregate output of gold and the stock 
of gold money, so it is necessary to distinguish between the stock of gold money and the effective 
stock,-i.e., the amount of gold money held by central banks and Treasuries. The writer has not 
compiled annual pre-war figures for central banks and Treasuries, nor apparently is there any 
such compilation, though it is highly desirable to have it. 

During the years 1914-1929, central banks and Treasuries have not only absorbed the whole 
of the £757,000,000 of new output of gold available as money, but some £400,000,000 additional 
from the amounts previously m circulation among the public or in other banks. The result 
of this has been that the proportion of the total stock of gold money to be found in central banks 
and Treasuries has advanced from 62 per cent in 1913 to 92 per cent in.1929. 

It may be doubted whether the increase of 8.1 per cent per annum arrived at on the basis 
of 1850-1910 experience is applicable to post-war conditions (and in any case the percenta~e 
seems to have fallen somewhat in the course of the pre-war period), but, applying it, we shoUld 
get the following : 

Stock of gold money according to the writer •.••• 
Requiring at 8.1 per cent an annual increase in 

money of ............................... . 
Addition to money (five years' average) ••.• : .••• 

Difference .•.•• 

Gold in central banks and Treasuries •••••••.••.• 
A requirement of 8.1 per cent per annum on the 

stock of gold money equals on gold in central 
banks and Treasuries . .................... · 

End of 1913 
£ 

1,579,000,000 

49,000,000 
. 56,300,000 

+ 7,300,000 

975,000,000 

5.0% 

End of 1929 
£ 

2,336,000,000 

72,400,000 
52,000,000 

- 20,400,000 

2,150,000,000 

8.4% 

• The figures tnken to 1913 are those of the United States !\lint. After that ;rear, it ceased to give 
anything like complete figures, and the gaps have had to be filled up by the wnter. 
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These figures show an abundance of gold for monetary purposes about 1918 and a shortage 
(as regards new gold) about 1928. There has thus been a distinct change in the position as regards 
new gold auillable, and the fact that commodity prices are higher now than about 1918 is largely 
accounted for by the transfer of gold formerly in relatively unprofitable use to central banks and 
Treasuries, a process which has now almost ceased. In the eleven years from the end ot 1918 
to the end of 192-', the gold in central banks and Treasuries increased from £975,000,000 to 
£1,900,000,000, or by an average of 6.3 per cent per annum, and the gold money in other banks 
in circulation dropped from, say, £600,000,000 to, sav, £250,000,000; while in the five years to 
the end of 1929, gold in central banks and Treasuries increased only from £1,900,000,000 to 
£2,150,000,000, or by an average of 2.5 per cent per annum and the gold money outside those 
centralised resources dropped only from, say, £250,000,000 to under £200,?00,000. 

Table B. 

THE JU:I...\TIOXSBIP BETWEEN WHOLESALE PRICES AND THE \VoRLD'S STOCK 

oF MoNETARY GoLD. 

I. 2. 8. 4. II. 

World's Stock of 
Stock of 1850 Relative Wholesale Dilrerence 

Gold Money increased Stock Prices of of Col.6 
(end ofyear). at8.1% (Ratio of Com- on 

per annum. Col. 1 to modities1 Col. a. 
Col. 2). (1850 = 100). (%) 

. (In mfilione of pound!J 
at 84illt per ftDe OL). 

1807 160 62 258 202 -22 
1834 196 141 189 122 -12 
1839 196 1M 119 U6 ·+ 21 18-'0 197 170 116 186 + 17 1841 - 198 175 118 183 + 18 1842 199 180 110 117 + 6 1843 200 186 108 111 + 8 1846 201 192 105 108 + 8 1845 208 197 108 116 + 18 18-'6 205 206 100 116 + 16 1847 207 210 98 122 + 26 1848 210 216 97 106 + 6 1849 220 228 99 100 + 1 / 

1850 280 280 . 100 100 + 0 1851 248 287 108 97 6 1852 268 -245 109 101 7 1858 294 -252 117 123 + 5 1856 816 260 121 182 + 10. 1855 838 268 126 181 + .. 1856 861 276 181 181 + 0 1857 882 284 185 186 + 1 1858 401 298 187 118 -16 1859 417 803 188 127 - 8 

1 
Jevons to 1850 and Sauerbeck-Statist since; paper prices in both reduced to gold prices • . 
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Table B (continued). 

THE RELATIONSHIP BETWEEN WHOLESALE PRICES AND THE WoRLD'S STOCK 

oF MoNETARY GoLD. 

1. 2. a. 4. 5. 

World's Stock of 
Stock of 1850 Relative Wholesale Difference 

Gold Money increased Stock Prices of of Col. 4 
(endofyear). at8.1% (Ratio of Com- on 

per annum. Col. 1 to modities 1 Col. 3. 
Col. 2). (1850 = 100). (%) 

(In millon ot pounds 
at 8-&/lll per ftne oz.). 

1860 433 812 139 130 - 7 
1861 447 821 189 129 - 7 
1862 459 831 139 131 - 6 
1863 468 842 137 134 - 2 
1864 476 853 135 136 + 1 
1865 490 863 135 181 - 8 
1866 506 874 135 132 - 2 
1867 519 886 134 130 - 3 
1868 531 898 134 129 - 4 
1869 543 410 138 127 - 4 
1870 556 423 132 125 - 5 
1871 568 436 130 130 + 0 
1872 577 449 129 142 + 10 
1873 586 463 127 144 + 13 
1874 594 478 124 132 + 6 
1875 601 492 122 125 + 2 
1876 610 508 120 123 + 2 
1877 621 523 119 122 + 2 
1878 68-1 539 118 113 - 4 
1879 639 556 115 108 - 6 
1880 643 578 112 114 + 2 
1881 649 591 110 110 + 0 
1882 653 610 107 109 + 2 
1888 657 628 105 106 + 1 
188-1 662 648 102 97 - 5 
1885 670 668 100 94 - 6 
1886 681 688 99 90 - 9 
1887 689 710 97 88 - 9 
1888 701 782. 96 91 - 5 
1889 711 754 94. 94 + 0 
1890 720 778 93 94. + 1 
1891 788 802 91 94. + 8 
1892 753 827 91 88 - 8 
1893 774 852 91 88 - 3 
1894 802 878 91 82 -10 

• Jevona to 1850 and Sauerbeck-Stntist since; paper prices in both reduced to gold prices. 
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Table B (continued). 

THE Rl:LATIONSmP BETWEEN WHOLESA.LB PRICES AND THE \VoRLD'S STOCK: 

oF Mo:o.'ETARY GoLD. 
-

1. ll. a. .. 5 • 

StO<'k of ' 
World·s 1850 Relative Wholesale Difference StO<'k of increased StO<'k Prices of of Col.6 Gold Money at 8.1% (Ratio of Com- on {end of year). per annum. Col. 1 to modities1 Col. a. 

Col. 2). (1850 = 100). (%) 
(In mllUnDB of pounds 
at Sf/IU-Ilne OL). 

. 
1895 827 906 91 81 -II 
1896 852 93-' 91 79 -18 
1897 832 962 92 81 -12 
1898 921 993 93 83 -II 
1899 958 1,023 9-' 88 - 6 
1900 989 1,055 9-' 97 + 8 
1901 1,022 1,087 9 .. 91 - 8 
1902 1,056 1,121 9 .. 90 - " 1903 1,093 1,156 95 90 - 5 
19M 1,132 1,191 95 91 - " 1905 1,188 1,228 97 9 .. - 8 
1906 1,231 1,266 97 100 + 8 
1907 1,278 1,305 98 10-' + 6 
1908 1,346 1,346 100 95 - 5 
1909 1,400 1,387 101 96 - 5 
1910 1,446 1,430 101 103 + 2 

1911 1,489 1,474 101 104 + 8 
1912 1,528 1,520 101 no + 9 
1913 1,579 1,567 101 no + 9 1914 1,647 1,615 102 109 + 7 1915 1,728 1,666 10-' 188 ·+ 88 1916 1,796 1,717 105 178 + 65 1917 1,844 1,770 104 222 +118 1918 1,909 1,825 105 244 +182 1919 1,922 1,881 102 248 +H3 1920 1,968 1,939 101 246 +148 1921 2,023 1,999 101 160 + 58 1922 2,043 2,061 99 155 + 67 1923 2,080 2,125 98 157 +60 1924 2,093 2,191 96 163' + 70 1925 2,129 2,259 94 176 + 87 1926 2,180 2,328 94 164 + 74 1927 2,232 2,401 93 159 +71 1928 2,282 2,475 92 156 + 70 1929 2,336 2,552 92 us + 68 -

1 

J'evo~~~ to 1850 and Sauerbeck·Statv.t Iince; paper price~ in both reduced to gold price•. 
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Chart showing : 

(a) TnE RELATIVE STocK OF GoLD 1\IoNEY AS COMPARED WITH TilE BANK OF ENGLAND's DISCOUNT RATE; 

(b) TnE RELATIVE STocK OF GoLD 1\IONEY AS COMPARED WITH WHOLESALE PaiCES. 
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ANNEX XII. 

THE SUPPLY OF GOLD. 

A CollPAlllSON OF PRoFESSOR CASSEL's AND MB. KITcHIN's CALCULATIONS 
JIEGABDING THE SCPPLY OF GoLD AND THE PRICES OF COMMODITIES. 

(S« .Annau X and XI above.) 

By Sir Reginald MANT. 

Profes50r Cassel has shown that, during the period 1850-1910 (at the bel?inninl{ and end of 
which the general level of prices was practiCally the same), the total stock o1 gold m the world 
inereased on the average bv 2.8 per cent per annum (compound interest), to which he snggests 
that an allowance of 0.2 per cent per annum should be added for wastage. He con.cludes, that 
during this period, the above increase in the stock of gold was necessary and suffic1ent to keep 
prices at the same level in 1910 as the;r were in 18.50; and he further ~ncludes t~at, for the future, 
provided the rate of general econo'!"c progress ~ the sa!l'e !'5 dunng the penod 1850-1910 and 
no further alterations take place m the practical application of the gold stands~,. an annual 
production of gold of 8 per cent (i.e. 2.8 + 0.2 per cent) of the actual stock eXIStmg at the 
time ..-ill be required to maintain stability in the general level of prices. 

It is not possible to make any accurate calculation of the rate of general economic ~rogress 
in the past and still less possible to forecast it for the future, because (apart from the. difficulty 
of obtaining acurate data), many different opinions may be held as to the factors wh1ch should 
enter into the calculation and the weight that should be given for each; but independent investi
gations-notably those of llr. Carl Snyder, of New York-go far to confirm Professor Cassel's 
estimate of the past rate of growth as approximately 8 per cent per annum. For the purposes 
of this note, it will be assumed that this rate has prevailed in the past and that it is .likely to be 
at least as high in the future. 

Profes50r Cassel observes in his memorandum that, for the purposes of his argument, either 
the annual production of gold may be compared with the world's total stock of gold or the annual 
addition to the world's m.onetary stock of gold may be compared with the monetary stock itself. 
He prefers the former method and has adopted it for his calculations, as he considers that it is 
suited to give an immediate answer to the question of the adequateness of the annual production 
of gold. But he recognises that it is an open question which of the two methods should be 
preferred. llr. Joseph Kitchin has supplied us with calculations based on the second of the 
above methods for the period selected by Professor Cassel-viz., 1850-1910. According to his 
figures, the monetary stock of gold has increased during this period at an average rate of 8.1 per 
cent per annum. The two sets of calculations thus arrive in the end at very nearly the same 
result, ~nd. broadly f~PC~lkinl!', llr. Kitchin's figures reinforce Professor Cassel's conclusions. But 
on looking at the two graphs in which the world's total relative gold supply and the relative 
stock _of gold ~oney are respectively compared with the general level of prices, it will be seen 
that, m the period 1850 ~ HHO, there was a much closer correspondence between prices and gold 
mon_ey than between pnces and total gold supply, particularly in the first. half on the period. 
Duririg the years 185~·1878, the level of prices was considerably higher ·than appears to be 

- warranf:ed by the relative gold supply. The C?CPianation may be found in the fact that a larger 
&~rtwn of ~he new gold produced was available as money. For instance, 1\lr. Kitchin calcu-

tha_t, dunng the te11 years ~ 1859, the balance of new gold available as money was 77 per 
cent, which may be compared w1th 83 per cent in the ten years to 1889. 

. This closer correspondence of the level of prices with the relative stock of monetary gold 
II onir what might have been expected for a prwri reasons. Although there was no doubt some 
il'gl~ exchange between monetary and non-monetary gold,-e.g., in the melting of ~told coins 
or UIC m the am or vice ver1a-tbe volume of this exchange cannot have been large m compa· 
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rison with the aggregate stock of gold; and it must be admitted that by far the greater part of 
the gold used for industrial arts or absorbed b;Y India, China and Egypt is not used as money 
or as a basis for credit and can have no appreCiable effect on prices. From the monetary point 
of view, it may be regarded as permanently sterilised. It seems correct therefore to exclude 
this gold from our estimates of the world's monetary resources. 

The above question seems to be o( some importance for the purposes of this enquiry, because 
the problem of stabilising prices will be more easily soluble if it is recognised that it is the supply 
of monetary gold and the use made of it that are the decisive factors. The monetary authorities 
can exercise no control over the gold that passes into industry or hoards, whereas, owing to the 
general disuse of gold coins and the concentration of the monetary gold supplies in central banks 
and Treasuries, those banks are now in a position to regulate (within certam limits) the volume 
of money or credit based on the supplies of monetary gold. 1\lr. Kitchin estimates that the 
central banks and Treasuries now hold more than 90 per cent of the world's stock of monetary 
gold. Given due co-ordination and co-operation, it should therefore be possible, theoretically 
at any rate, for the banks to counteract the threatened shortage in the production of new gold 
by gradually enlarging the credit structure based on existing supplies. 

1\lay 20th, 1930. 
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ANNEX XIII. 

GOLD: SUPPLY A...'\"1> DE.'\LUI."D. 

By Mr. A. LoVEDAY, 

Head of the Economic Intelligence Service of the League of Nations Secretariat. 

L SUPPLY. 

(a) Ptul. 
The estimated world production of gold in recent years is shown in Appendix L The annual 

nerages for each quinquennium since 1900 have been : 
• (000,000'•) 

1001-1005 • . . . . . .. .. . . . . . • . • . .. . . . . .. . • . . . . . . • . • . . . . . . . . • • . . . . • . . 828 
1006-1910 • • . . • . . . • . . . . • • • . . . . . . • • . . • . . • • • • . • • • • • • • • • • . . • • • • • 48.& 
1911-1915 ............ c.... . . • .. . • .. . . . . . . • . . . . . • • . . . . . . . . . . . • . . . 460 
1916-1920 ....................................... -................ 892 
1921-1925 . . .. .. . . . . .. .. . . . . • .. . .. . . • . .. . . . . . . . • . . . . . . . . . . . . . . . . • • . • 861 
For the three years 1926-1928 • . . . . . • • • . . • . . • • . . . . . . . . . . . .. . • • . . 403 

These statistics are taken from the United States 1\lint reports and may be slightly too 
high. For the five years ending 1928, the 1\lint gives 11,995,000,000, while the actual produc· 
tion was probably not more than 11,970,000,000.1 The difference is, however, not great and it 
is preferable for the present purposes to employ a uniform series. 

It will be seen that there was a heavy drop in output during the war and the immediate 
post-war years when prices were highest, from which there has recently been a substantial 
recovery. Production increased stesdily from about 1100,000,000 in the 'eighties to 1470,000,000 
in 1915. There are no grounds for believing that this latter figure will be reached again unless 
some new fields of exceptional importance are discovered. On the contrary, the evidence 
available points to the conclusion that production may be maintained at about its present 
level for four or five years and is likely later to decline. The question of future supplies is 
discussed below. 

(b) Future. 

Information concerning probable future gold supplies was asked for from South Africa, 
the l:ni.ted States of America, ~anada, Australi~ India, and. Japan. From the replies received 1 

and estamates for other countnes, based on a sample extensaon of the curves of their output in , 
the past, the following results are obtained. 

• See: ~of NaJUm. Sudistfcal Yearbook, 1930. 
1 See Annexes I, II, Ill, IV, V and VI. 



Transvaal. 

(I) (2) 
1930 211.7 
1931 207.3 
1932 213.2 
1933 206.8 
1934 198.1 
1935 189.8 
1936 166.7 
1937 167.4 
1938 167.4 
1939 133.3 
1940 12-&.1 
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Table I. 
EsTIMATE OF FUTURE PRODUCTION OF GOLD. 

8 (OOO,OOO's) -

India. Canada. Australia. U.S. A. 

(3) (4) (5) (6) 
7.6 40.3 11.2 42.8 
7.5 40.9 12.4 42.2 
7.4 41.5 12.2 41.5 
7.3 42.1 11.9 41.0 
7.8 42.8 11.7 40.8 
7.2 43.4 11.4 38.9 
7.1 44.0 11.2 37.3 
7.0 44.7 10.9 36.7 
7.0 45.8 10.1 36.5 
6.9 45.9 10.5 36.8 
6.8 46.5 10.2 36.1 

Others. Total. 

(7) (8) 
91 405 
91 401 
91 407 
90 399 
90 390 
90 381 
90 856 
90 857 
90 357 
90 823 
90 814 

These results differ from those submitted by 1\lr. Kitchin in his memorandum entitled 
"Production and Consumption of Gold-Past and Prospective" .1 The difference is due to the 
fact that 1\lr. Kitchin's estimates for both Canada and the Transvaal are higher than the official 
estimates. During the eleven-year period given, the discrepancy amounts to $247 million, which, 
as will be shown below, is probably rather more than a full year's supply of new gold for monetary 
purposes. Supplies in the next ten or twenty years are likely to prove so short that such an 
amount may prove of no little importance, and it is desirable therefore to compare the offieial 
and unofficial estimates in detail. In the following Table the two sets of figures are set out in 
parallel columns. 

1930 
1931 
1932 
1933 
1934 
1935 
1930 
1937 
11138 
1939 
1940 

Total •.• 
Difference 

Table II. 
COMPARISON OF EsTIMATES OF FUTURE GoLD PRODUCTION. 

8 (OOO,OOO's) 

Transvaal. Canada. World. 

- From According 
Official. 1\lr. Kitchin. Official. 1\lr. Kitchin. Table I. to 

l\lr. Kitchin. 

211.7 212.2 40.8 40.9 405 404 
207.3 209.3 40.9 42.8 401 402 
218.2 217.0 41.5 43.8 407 410 
206.8 213.2 42.1 45.8 399 407 
198.1 208.8 42.8 46.7 390 403 
189.8 203.4 43.4 48.2 381 398 
106.7 201.5 44.0 49.6 356 897 
107.4 190.1 44.7 51.1 857 892 
107.4 187.8 45.8 52.6 357 384 
138.3 178.2 45.9 54.0 323 370 
124.1 172.8 46.5 55.5 3H 370 

--
530.0 4,090 4 337 1,9115.8 2, 1!15.3 477.4 

I I I I o I I I + 209.5 + 52.6 + 247 

1 See Annex VII. 
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For the Transvaal and Canada alone, therefore; Mr. Kitchin's figures are 1262 million 
higher than the official figures. His total for the other co~tries ~en togetiter is .1~5 million 
below that given at the foot of column 7 of Table I. '-rhlS latter dtfference IS neghgtbl~. . , 

For the p of the subsequent argument in thiS present memorandum, 1\lr. K1tehm a 
figures will be ~eel in preference to those contained in Table I, on the grounds that official 
estimates are possibly more likely to under-state than to exaggerate future prospects. 

n INDusTRIAL DEMAND. 

The infonnation concerning the industrial demand for gold is incomplete. The best source 
of infonnation is the Report ~f the Direc~r of the United St;&tes ~lint, in whic~ ~table is published 
'f"ear by year of the industrial consumption of gold and silver m so far as 1t IS reported to the 
~ The figures contained in these tables do not, however, cover the whole world and 
for a n~ber of reasons constitute an inadequate basis on which to estim!'te the world's 
coosumptioo. Certain countries show only the amount of new gold used by mdustry; others 
show the total amount of new and old gold. ~e old gold may con;;ist ~ith~r o! gold alrea~y 
employed in the Arts melted down or of gold com mel~ If the obJect m VIeW IS to ascertain 
the net additions of gold to the total monetary stock, 1t IS necessary to deduct from the figures 
of gross industrial consumption, the old gold derived from the Arts, but not of course the gold 
coin melted down. For few countries is the information given in detail sufficient for ascertaining 
the net industrial co:Jtion so defined. It is necessary, therefore, in the light of such figures 
as are available, to a guess and it may well be that the guess actually made below is too 
~ortoo~ · · 

For the period 1907-1912, the Mint figures show gross annual consumption of between 
1105 and 1110 million. From the later of these two years until 1922 only fragmentary infor
mation is available. Between 1922 and 1927, the gross consumption reported averaged about 
1140 million. India is in both cases excluded from these figures. 

It wonld appear that the amount of old gold (including coin) used in industry outside the 
United States of America and }4m>t, where the proportion is exceptionally high, averaged in 
the post-war years about one-fourth of the total consumption. If this factor is employed and 
the bowa figures for net consumption in the United States and Egypt are taken, a net total of 
about 188 million per annum is obtained. The factor is. however somewhat too high, since it 
includes old coin melted down. Further the gross figure of 1140 million per annum is too low 
inasmuch as, first, it does not include all countries and, ~eeondly, certain countries only show the . 
new gold employed. In post-war years, it would seem that the returns fail to cover about 
10 per eent. of the pre-war recorded consumption, but even in pre-war years they were not 
comprehensive. 

It is necessary, therefore, to add some amount exceeding 10 per cent of the total net 
consumption on account of failure to report. Further additions must be made to account for 
old coin melted down and also for the incompleteness of the returns made by certain countries 
which ~~ report. These adjustments may possibly raise the total net figure to about 
1100 million per annum. 

It is ~ble to submit this result to an indirect check. In so far as can at present 
be ascertained the total production of gold between December 8lst, 1925 and December 81st, 
1929 amounted to $1617 million, the absorption by India to $807 million and the net additions 
to the monetary. stock~ $947 million,_of which about $20 million were probably due to the 
gradua~ percolation of com unrecorded m the first of these two years into central bank reservell. 
Acconlmg to these figures, therefore, about $388 million or $95 million per annum were available 
for consumption in the Arts. 

m CoNsuxPTJoN ov GoLD IN INDJ4 4ND CHINA. . -
While the statistics of gold used in the arts and of !fold employed for monetary purposes 

~ust be~ to. employ the ex~ion ~ by the Dtrector of the United States Mint, as 
confeslledlr lDCO!'f'istent and contradictory 1n many respects", those ahowing the absorption of 

gold by IndiA, wh~e~ are baaed on the figures of domestic production and international trade, 
are probably relatiVely accurate. On the other hand, it may be presumed that industrial 
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oonsum tion does not fluctuate greatly from year to yea~, though no doubt ~t increased. steadily 
during~ 19th and first decade of the 20th century, wh1le the ne~ absorptio!l by lnd1a shows 
1rid e al · tions. These variations in Indian demand are rmportant masmuch as they 
rernie';n;u w:r'O:possibleto judge with any accuracy either what gold ~likely to be ayail.able for 
money in ~y given year or even what the probable Indian demand m the future ~ likely to 

over a series of years. Since total monetary gold stocks and not the annual mcrements tl.V: influence prices, the first point is of less significance tha~ the second. The probable 
future demand bv India for gold could in any case only be determmed ~y reference to th~ past. 
But conditions during the last seventeen years have been so exceptional that they g~ve an 
extremely insecure basis for judgment. . 

The course of actual consumption in past years may perhaps be most su1tably shown by 
means of a diagram [see page 91]. . . . • . · · al 

The above diagram gives absorption per qumquenruum smce 18~9, a.nd. m add!tu~n. annu 
figures since 1910. It will be seen that, even when the annual oscillations are e~1mmated, no 
general trend can be traced, save a rapid rise from 1894-1914. During the war, lnd1a was unable 
to secure the gold she wanted. Since the war, she ~as. in part ma~e ~.her ~ho~!>ut 
whether the pre-war rate of increase in her demand IS likely to continue 1t IS qwte rmposs1ble 
to foresee. The most that can be said is that there is no present evidence of any such tendency. 
The recent figllres may be summarised as follows : 

Consumption 1~1908 ••.•.•.••.••..••.•.•• 
• 1909--1913 ......•......•••....• 
• 1914-1918 ..•..•••...•••.•.•••. 
• 
• 
• 

1919-1923 ............•.....•.• 
192"-1928 ....................... . 
1925-1929 ..••....•••.......•.. 

• (000,000'8) 
207 = per annum 
512 = • 
176 = • 
884 = • 
630 = • 
433 = • 

n 
102 
85 
77 

126 
87 

The rate of consumption during the last pre-war quinquennium was thus over 1100 million 
per annum. In the quinquennium ending llarch 1930, the rate of consumption was about 
187 million per annum. There was a very considerable drop from 1924 to 1925 and a~ain from 
1925 to 1926. Perhaps it may be assumed that 1925 was the last of the four years dunng which 
the short supplies of the immediately. ~::OOing ~riod were being made good. U this is so, 
demand to-day would be rather lower t 187 million per annum. Expert opinion concerning 
probable futnre demand varies. On the one hand, it is argued that, with the growth of wealth, 
the Indian gold consumption is likely to increase; on the other hand that, with the more general 
use of banking faciliti~y of savings bank deposits-it is likely to fall off. Those who 
believe that demand will increase argue that the savings deposits are mainly used by those holding 
clerical positions in towns and that the peasants still continue to keep their savings in the form 
of gold. 

While this is no doubt largely true, it must be remembered that the growth of Indian wealth 
is very largely the result of industrial and not of agricultural activity. The view of the Controller 
of Indian Currency is that, "with the growth of the investment habit in India, gold imports for 
private consumption in India in future are not likely to be as large as they were in the past" .1 

U the demand by India be assumed for the sake of argument to be about 180-90 milbon and 
that in the arts and China some 1100 million. then there would remain for monetary purposes an 
amount rather greater than the sum of these two, after making allowance for that part of the 
Indian demand which is for monetary purposes. 

The demand by China in recent years has been negligible. U China goes on to the gold 
standard, .~ever, the situation may be altered. It is clearly impossible at the moment to form 
anr defin!te Judgme!lt on the eff~ .of such a change. The question of a monetary refonn is 
being senously consJdered by the Chmese Government and Professor Kemmerer was requested 
recen~ly to Jl!8ke a~ enq~ry .an~ !ms 1ubmitted his report. According to his proposals, the 
effective m~ of CJrculatwn m Chma would continue to be silver and paper money. No gold 
would be co•~ an~ th~ ~~ should by preference be kept, not in gold, but in foreign assets. 
The~ Circulation 1fl Ch•na IS unk!Jown. Professor Kemmerer ,gives "by way of illustration" 
a JKM•ble figure of 11.8 per head of silver money. U the populatiOn amounts to approximately 

• Report of the ControUer of Currency, 1928-29, page IS. 
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450 millions, that would give a total circulation of about 8800,000,000. He suggests a reserve 
ratio of 85 per cent. If 40 per cent were actually maintained on the average, the reserve would 
amount to somewhat over 8300,000,000. The whole of this might be kept in foreign assets. 
If it were so kept and the assets lay with New York commercial banks, the demand for gold would 
only be increased by their and the reserve banks' reserve requirements-or about 814 million 
(i.e. 8300 X 13 % X 85 %). These figures are given only with a view to indicating the possible 
rough limits to the problem. It is, however, quite possible that the basic figure of $1.8 per head 
is too high or too low. • 

Moreover, even if the Chinese Government initiates a scheme of reform at an early date, it 
is contemplated that this scheme will need a number of years to complete. According to one 
of the proposals submitted, the new currency should be put into circulation at first in limited 
quantities within a restricted area and gradually spread over wider areas. But it is obviously 
impossible to foresee whether, when the time comes, some such plan as this or a comprehensive 
scheme put into execution at the same moment throughout the country will be preferred. That 
the Chinese authorities consider some change imperative is proved by the recent introduction 
of non-silver values for Customs purposes. For the successful application of any scheme of reform, 
it is of course essential that unauthorised additions to the existing forms of currency should be 
prevented. 

IV. 1\IONETARY DEMAND. 
(a) General. 

In Appendix II are given the estimated monetary gold stocks of practically all the gold
using countries of the world for the years 1913 and 1925-1929. The figures for the last year 
are provisional; those for 1913 and 1928 may be summarised as follows: 

Europe, excluding 
Russia ......... 

Russia . .......... 
Europe, including 

Russia ......... 
North America .•. 
South America and 

Cuba, Mexico, etc. 
Asia 1 •••••••••••• 

Africa ........... 
Oceania ......... 
World ........... 

Table III. 
1\IONETARY GoLD STOCKS OF THE WoRLD. 

$ (OOO,OOO's) 

1913 

Gold Other Gold Monetary Total. Reserves. Gold Stocks.1 Reserves. 

2,448 4,498 4,245 2,050 
787 254 1,041 92 

5,539 4,337 2,837 2,702 
1,451 635 2,086 8,937 

848 139 '487 799 
217 146 363 753 

46 25 71 68 
46 181 227 141 

-
4,945 8,828 8,778 10,035 

1928 

Other 
Monetary Total. 

Gold Stocks. 1 

76 4,321 
- 92 

76 4,413 
895 4,332 

312 1,111 
- 758 
17 85 

1l4 255 
914 10,949 

The statistics for 1928 are likely to be more accur!lte than those for 1913: The gold reserve.s 
in this later year in the very great majority of coun~r1es are known a~d r~qmre no process of esti
mation, while the amount of gold outside banks of 1ssue and Treasur1es IS small. The. accuracy 
and completeness of the returns of gold reserves in 1913, on t?e other hand, are sometimes open 

• Mainly gold in circulation, including holdings of commercial banks. 
1 Bxcluding China and hoardin!,'S in India. 
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to doubt. and, of the total monetary supply, nearly t!l per cen~ is believed to. have been in the 
hands of the general public, commercial banks, etc. The quantity of gold not m central reserves 
('811, of course, only be estimated and, owing to the manner in wh1ch such ~timates are normally 
compiled, it is by no means impossible that the total monetarr. ~ld stock m 1918 was somewhat 
lower than is indicated in the table (perhaps about 1500 million lower). On the other hand, 
the other monetarv gold stock in 1928 may have slightly exceeded 19U million. -

In Appendix iii are given the statistics of the sight liabilities of central banks and note 
dreulation for a slightly smaller number of countries and, in Appendix IV, the statistics of the 
deposits of commerdal banks. ~ 

These figures require detailed study and can only be brieRy summarised here. The 
relationship between the gold supplies and the first storey of the credit structure-notes and sight 
liabilities of central banks-will be considered first; secondly will be considered the relationship 
of these supplies to the whole structure of eredit and the changes which have taken place in the 
relative importance of different forms of eurrency-<"hanges which affect the demand for gold; 
and, thirdly, the rate at which the available media of exchange in the world have increased in the 
last fifteen years. 

(b) llnnN RequirmlefiU for Notu and Sight Liabilitiu of Central Banh. 

The following table slJows the relationship of gold reserves to notes and sight liabilities 
of central banks in the world at the end of the years 1918, 1925, 1927 and 1928. · 

Table IV. 

RELATIONSHIP OF GoLD REsEB.VES AND GoLD STOCKS TO NOTES 
..U."'D SIGHT l..uBlLlTIES OF CENTB..u. BANKS • 

• (000,000'•) 

1 1918 1925 1927 . 1 1928 

1. Notes .................... 8,982 16,74.9 17,608 18,181 
!. Sight Deposits .... , ........ 1,226 5,287 6,060 6,890 

a. Total A .................... 10,208 22,086 28,668 2t,57l 

.&. Gold Resen'es ••••••••••••• t,922 9,021 9,t55 9,992 
5. Gold Stocks ............... 8,560 10,057 10,t07 10, 7t7 
6. % Ratio of Gold Reserves to 

Total A .......... .......• t8.2% t0.9% 89.9% t0.7% 
7. % Ratio of Gold Stock to 

Total A .................. 83.9% t5.6% ... 0% t8.7% 

8. Gold required for one-third 
OOV'er • .............. • ..... 8,t08 7,845 7,889 8,190 

9. Exceu of Gold Reserve com- . 
pared with 8 ....•....... 1,519 1,.676 1,566 1,802 

10. Exe¥M of Gold Stock com-
pared with 8 •......•...• 5,157 2,712 2,518 2 557 , 

~= Jlex.ico, ~araguay, t~e Phil!ppines, the Straits Settlements, 'Turkey, and certain 
stocb . IJIJJIOI' unportance ~ Afnca and elsewhere are omitted. The gold reserves and 
are gwen a

1
re ~erefo~ pro£v!!10nately lower than in Table III •. The gold reserve f1 res 

be~ Y pproxunate Y correct. Those lor gold stocks in 1918 may, as stated at!ve, 
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It will be seen that the reserve ratio dropped from about 48 per cent in 1918 to about 
41 J.>er cent in 1928. In most countries, this reserve is not now required against a possible internal 
dram and, moreover, is supplemented in many by foreign assets. But, on the other hand any 
threatened shortage of gold can no longer be met by replacing coin by notes as the amou'nt of 
coin now in circulation is almost negligible. The ratio of total gold stocks to notes and sight 
liabilities has dropped from 84 per cent or rather less to 44 per cent. 

· Table IV tends perhaps to some extent to exaggerate the seriousness of the situation. It 
sh~ws an increa~e in not~ plus sight liabilities of almost 12 per cent between 1925 and 1928, and 
a simultaneous Jncrease m gold stocks of only 7 per cent. Gold reserves increased more rapidly 
than stocks owing to the collection of gold in circulation by the central banks. By 1928, the 
reserve ratio was under 41 per cent. But countries under a legal obligation to keep 83 per cent 
cover (or some similar proportion) normally keep a cushion over and above this of 7 per cent or 
more. Total reserves therefore only just exceeded this 33 + 7 per cent at the end of 1928, when 
note circulation was increasing rapidly. . 

On further analysis, however, the situation appears less critical than these facts would at 
first sight seem to suggest. 

As may be seen by reference to Ap~ndix III, notes and sight liabilities in the world increased 
between 1928 and 1928 by 15,102 million, of which 14,852 million were due to Europe, and 
between 1925 and 1928 by 12,535 million, of which 12,499 million were due to Europe. During 
the five years endin~ December 1928, European circulation rose by 44 per cent, and during the 
three years ending 1n that month by 22 per cent. These rates of growth are obviously quite 
abnormal and were no doubt largely the effect of the final stages of European currency reforms 
and of the very rapid industrial recovery and development. There is no reason to believe that 
this rate of development will be maintained in the future. In other continents, the increase 
in the five years ending 1928 has been 7.8 per cent, which is equivalent to only just over 1j per 
cent per annum. 

Secondly, owing to the development of the gold exchange system, many countries do not 
require to maintain a gold cover of one-third, and a considerable number have no legal obligation 
to keep any reserve against sight liabilities. 

The legal requirements of gold to-day cannot be stated in the absolute precision, for the 
legal stipulations are themselves to some extent elastic. It is, however, possible to give a range 
of figures within which they must lie. For this purp<~se, it is necessary to make calculations 
on certain defined and different assumptions. Table V (page 96) has been calculated in three 
different hypotheses. 

For those countries which may keep their reserves under their monetary legislation either 
in gold or in substitutes for gold-as, for instance, foreign assets-it has been assumed : (I) that 
only gold is kept, (II) that the gold ratios maintained to-day are normal, (Ill) that only foreign 
assets are kept. 

For those countries, such as the United Kingdom, where a _fi:oc:ed limit is set to the circ~ation 
of notes other than gold certificat~, it is assumed that. the e~1stmg reserve pe~entage 1s that 
~uired by law. These assumptions are of ~our;;e qmte arb1trary; but they _1~1ve the co~t 
limits for the past, although the last assumptmn 1s, of course, wholly hypothetical when apphed 
to the future. 

It will be seen that the legal requirements would amount to 84.4 per cent on th': hypothesis 
that all optional reserves were kept in gold,. a~d to 29.~ pe~ cent on the hypothesiS that they 
were kept wholly as foreign assets. The ex1stmg practice bes exactly halfway between these 
two extremes. . 

Before proceeding to apply the~e facts to the problem o~ estimating the monetary demand 
for gold, it may be useful to examme these percenta~es a .I~ttle mot:e. thoroughly._ The !eg~l 
requirements are lowest to-day in Europe and certam Br1t1sh Dommmns. But, if Russ1a 1s 
ignored, they are higher in Europe tha~ they were before t~e war. There has thus b~n no 
reduction in the reserve demand for gold m the rest of the Contm~nt. The go_Id exchange S) ste!ll 
has simply replaced the etalon boitrw:; foreign assets are kept m place of silver. 1\loreover, m 
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Table V. 

Legally required Gold 
Surplus or I Surplus or . Reserve as percentage Actual Gold of all Notes • plus Reserve as Deficiency (-) of Deficiency(-) of 

Sight Liabilities. percentage Actual Gold Totall\lonetary 
Continental. Reserves as Gold Stocks as 

Groups. 
Year. According to of Notes plus percentage of J:rcentage of hypothesis : Sight Liabi· Notes plus Sight otes and Sight lities. Liabilities. Liabilities. . (I) (II) (III) 

. 
Europe, exclu-

ding Russia ••• 1913 2-1.1 23.2 21.6 88.2 U.1 to 16.7 59.8 to 62.8 
1927 28.5 25.4 21.8 80.0 1.5 • 8.2 4.8 • 11.1 
1928 29.8 27.0 23.6 84.5 5.2 • 10.9 5.9 • 11.6 

Russia ••••••••• 1913 82.4 82.4 82.4 89.9 - 7.5 86.6 
1927 9.1 6.6 - 6.6 - 2.5 to+ 6.6 - 2.5 to+ 6.6 
1928 7.8 5.0 - 5.0 - 2.9 • + 5.0 - 2.9 • + 5.0 

Europe, inclu-
ding Russia •• 1913 82.8 81.5 80.1 45.5 13.2 to 15.4 56.5 to 58.7 

1927 26.4 23.8 19.8 27.4 1.0 • 8.0 8.5 • 10.6 
1928 26.5 2-1.1 20.5 80.7 4.2 • 10.2 4.7 • 10.7 

North America • 1913 46.5 46.5 46.5 53.9 7.4 - 81.0 
1927 42.8 42.8 42.8 61.2 18.8 24.1 
1928 42.2 42.2 42.2 58.8 16.1 21.9-

South America • 1913 50.7 50.7 50.7 51.1 0.4 u.s . 
1927 56.7 54.9 53.2 57.1 0.4 to 4.0 7.4 to 10.9 
1928 55.9 54.0 52.8 59.5 8.6 • 7.2 15.8 • 18.9 

Asia ••••••••••• 
. 

1918 47.4 87.8 12.6 87.8 -9.6. +25.2 - 6.0 • +28.8 
1927 47.1 85.8 29.6 88.4 - 8.7 I + 8.8 - 8.7 • + 8.8 1928 50.2 88.8 81.7 89.2 -11.0. + 7.5 -11.0 • + 7.5 Africa and Ocea- ' 

Ill& •••••••••• 1918 83.8 83.8 83.8 118.8 82.5 887.5 1927 85.6 24.4 18.8 42.4 6.7to24.0 88.4 to 50.7 1928 85.9 23.7 17.6 "·O 6.8 • 24.5 82.7 • 50.9 

Total ••• 1913 88.1 87.1 84.9 48.2 11.1 to 18.8 45.8 to 49.0 1927 84.6 81.7 28.7 89.9 5.8 • 11.2 9.4 • 15.2 1928 84.4 81.7 29.0 40.7 6.8 • 11.7 9.4 • u.s 

1 Joo!nding iMues of Treasury Notes, etc., for which no gold cover Ia legally required. 
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cer!ain countries, the legal . res~rve ratio has been i~creased. The lowest average legal ratio 
wh1ch could have been apphed m Europe was approximately 21.6 per cent in 1913 and 23 6 per 
ce~t in 1928. In North ~merica, it is Just d~uble the lower of these two amounts-the a~erage 
bemg affected by the ex1sten~e of gold certificates. But there the gold carries in addition a 
much Ia:rger volume of depos1ts than elsewhere and the ratios required for markets in which 
th~ f<?re1gn ~ssets of the central b~nks of other countries are maintained must be determined on 
prmc1ples dl!fer~nt from ~hose whiCh sh?uld be applied to countries keeping their assets abroad. 

T~e rahos m force m South. Amer1~a, 50 per cent or over, are high even for agricultural 
countr1es •. The volu~e. of depos1ts carr1ed is, moreover, lower than elsewhere. But the total 
legal reqlllr~ments. (m1mmu!fi) of Sou~h America in .1~28 only amounted to S680 million, and of 
South AmeriCa, As1a, Oceama and Afr1ca to $1,360 mllhon out of a world total of $7 no million 
If any substantial economy in legal requirements for gold is to be effected therefor~ it must b; 
undertaken by Europe and North America. · ' . 

The absolute figures on which the foregoing percentages are based are given below (see 
Table VI, page 98). 

From this table and the figures given in Table IV, the following results, for the end of1928 
are obtained : ' 

$ (OOO,OOO's) 

Excess over : 

What would be required for one-third cover ••.••.••••••.••••...•• 
What would be required for one-third + 7 per cent = 40 per cent •• 

Excess over : 

Of Gold 
Reserves. 

1,802 
164 

Legal requirements, hypothesis I • • . • • • • • . • • • • • • • • . • . • . • • . • • . . • • 1 1 549 
» • • I + 7 per cent •.•..••.•• -. • • • . • • . . . - 171 
• • • II .............................. 2,196 
• • • II + 7 per cent • • . • • . • • • • • • . • • • • • 476 
• • • III • • • • . • • • . • • • • . • . . . • • . • . • • . . . . - 2,878 
• • • III+ 7 per cent • • • . • • • • . . • • • . • • • • 1 1 158 

Of Total 
l\fonetary 

Gold Stocks. 
2,557 

919 

2,304. 
584 

2,951 
1,231 
3,633 
1,913 

The results for the original ratios plus 7 per cent have been given on the assumption that, 
whatever reserve is legally required, it is likely in practice to be exceeded (and in many cases 
must be exceeded) by some amount which on the average may be taken to be about 7 per cent. 

The most significant figures are probably those based on hypothesis 11-that the present 
practice about the divisions 'Of reserves between gold and foreign assets, etc., may be accepted 
as normal. In view of the tendency of recent years towards converting foreign assets into gold, 
it may, however, give rather too favourable a picture of the situation. According to it, the 
surplus gold reserves amount to from $476 mill10n to $2,196 million and surplus gold stocks to 
SI,2:n million to $2,951 million. The difference between the higher and the lower figure in each 
case (SI,720 million) represents the 7 per cent cushion. In the case of gold exchange standard 
systems, this cushion could of course be appreciably lower or indeed nil. $2,000 million represent 
about five years' production. . 

But these figures must be considered in relationship with t~e pro_baJ:>I.e. futu~e dem~nd for 
gold. · It is unlikely that the total of notes and central bank s1ght babibbes will contmue to 
expand at even approximately the same rate as they have done during the last few years (abo~t 
4l.per cent per annum during 1923-1928) and the actual rate can only be glfessed. ~he p~h
mmary and incomplete data collected for December 1929 show a decrease m note Circulation 
since the end of 1928 as a result of the depression which started in the_ autumn of last year. We 
are, however, not concerned here with year-to-y~ar oscillations, but with th~ general trend. of 
demand. That general trend will depend primarily on the average rate at wh1eh the production 
of wealth in gold-usin~ countries increases (or decreases) on the one hand, and on the changes 
which may take place m the manner in which gold is employed directly orindirectly in connection 
with the exchange of the wealth produced on the other. 
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Table VI. 

LEGAL R.Esi:Rn: Jb:QUJRE.\lE~"TS IY GoLD A~'D SURPLUS OR DEFICIENCY (-) OF ACTUAL 

(I) 
,.; .. 
d Continents. .. 
~ 

Europe, exclu-
dirig Russia • 1913 

1927 
1928 

Russia ••••.•.. 1913 
1927 
1928 

' Europe, inclu-
ding Russia • 1913 

1927 
1928 

:Xorth America 1913 
1927 
1928 

South America 1913 
1927 
1928 

Asia •••••••••• 1913 
1927 
1928 

Mrica and Ocea- . 
nia ............ 1913 

1927 
1928 

Total ••• 1913 
1927 
1928 

GoLD REsERn:s A~'D TOTAL GOLD STOCKS. . 

$ (OOO,OOO's) 

(2) (3) 

Amount of Gold legally Surplus or Deficiency 
required as Cover accor- (-)compared with 
. ding to hypothesis. Actual Reserves. . . 

(I) I (ll) I (III) (I) I (II) I (III) 

1,294 1,2-&5 1,157 756 805 893 
8,334 2,965 2,543 170 539 961 
3,602 3,8U 2,900 6-'8 931 1,845 

. 
721 721 721 66 66 66 
134 97 - -87 - 97 us 92 - -53 - 92 

2,015 1,966 1,878 822 871 959 
8,468 8,062 2,5-'8 133 539 1,058 
3,747 8,406 2,900 590 931 1,437 

1,252 1,252 1,252 199 199 199 
2,9-&7 2, 9-&7 2,9-&7 1,259 1,259 1,259 
2,850 2,850 2,850 1,087 1,087 1,087 

339 339 339 8 8 8 
702 680 658 5 . 27 49 
731 706 684 47 7~ 9-& 

252 201 67 - 51 - 134 
899 684 565 -166 49 168 
938 717 593 -205 16 uo 
27 27 27 64 64 64 

175 120 90 33 88 118 177 117 87 80 90 120 

8,885 8,785 8,563 1,137 1,137 1,859 8,191 7,493 6,803 1,264 1,962 2,652 8,443 7,796 7,114 1,549 2,196 2,878 

(4) 
Surplus or Deftciency 
(-) compared with 

Total Gold 1\fonetaJ. 
Stocks actually hel • 

(I) I (II) 

8,204 8,253 
503 872 
719 1,007 

820 820 
-87 -
-53 -

8,524 8,578 
466 872 
666 1,007 

834 88-& 
1,661 1,661 
1,482 1,482 

79 79 
91 118 

200 225 

- 82 19 
- 166 49 
-205 Itt 

270 270 
164 219 
161 221 

4,675 4,775 
2,216 2,914 
2,804 2,951 

I (III) 

s,8.n 
1,294 
1,421 

820 
97 
92 

8,661 
1,891 
1,513 

83-& 
1,661 
1,482 

79 
185 
247 

158 
168 
140 

27 0 
9 24 

251 

4,99 7 
4 
8 

8,60 
8,63 

~ 
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It is necessary therefore to make some arbitrary assumption concerning the rate at which 
demand is likely to increase. In Table VII, two postulates have been made : (1) that the rate 
will be 2 per cent and (2) that it will be Sler cent per annum. Secondly, it has been assumed 
that a reserve of 83 per cent will be require . This proportion is, as has just been demonstrated, 
slightly in excess of actual legal requirements-which in practice works out at 82 per cent. But 
it is perhaps the most convenient figure to use. For the sake of comparison columns are also 
given showing the results obtained by adding the 7 per cent cushion. In considering the results 
reached, however, it is necessary to bear in mind that the actual reserve to-day, although a 
scramble for gold may exist, is as high as 40.7 per cent. 

1929 
1930 
1931 
1932 
1933 
1934 
1()35 
1936 
1937 
1938 
1939 
1940 

1929 
1930 
1!l31 
1932 
1933 
1!l34 
1!l35 
1936 
1937 
1!l38 
1939 
1940 

Table VII. 
EsTnrATE OF FUTURE GoLD RESERVE REQUIREMENTS. 

8 (OOO,OOO's) 

A. B. c. D. 
Notes and 

Central Bank One-third Annual 40% or Sight increments 
Liabilities. of A = $8,190. ofB =amount A= 89,828. 

824,571 required. 
at 3 % interest. 

25,308 8,436 246 10,123 
26,067 8,689 258 10,426 
26,849 8,949 260 10,739 
27,655 9,218 269 11,062 
28,485 9,494 276 11,394 
29,339 9,779 285 11,735 
30,219 10,073 294 12,087 
81' 126 10,375 ' 302 12,450 
82,060 10,686 311 12,823 
83,021 11,007 321 13,208 
34,012 11,337 330 13,604 
85,032 11,677 340 14,012 

at 2 % 
interest.-
25,062 8,354 164 10,025 

, .25,564 8,521 167 10,225 
26,075 8,6!l1 170 10,429 
26, 5!16 8,865 174 10,638 
27,128 9,043 178 10,851 
27,671 9,223 180 11,068 
28,224 9,407 184 11,289 
28,789 9,595 188 11' 515 
29,865 9,787 192 11 '745 
2!1,952 9,983 196 11,980 
80,551 10,183 200 12,220 

81' Hi2 10,887 204 12,464 

E. 

Annual 
increments of 
D =amount 

required. 

295 
303 
313 
323 
332 
341 
352 
363 
373 
385 
396 
408 

197 
200 
204 
209 
213 
217 
221 
226 
230 
235 
240 
244 

The table shows that, if the notes, etc., increase at the rate of 2 per ce!lt. pe~ annum, the 
r.early demand for reserve gold will rise from $167 mil_lic;m in 1930 to ~2.04 nulhon m 1940, and, 
1f they increase at 3 per cent per annum, from 8253 mJihon to 8340 mllhon. 

It was suggested in Section III above that the non-mo!letary demand for gold_ ma:y_ amount 
to about S180-190 million, and in Section I (b) an estimate of future production "as made 
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th basis of uu: t · furnished bv certain experts to the Secretariat. This estimate was 
00 e hat lower tb=~h:~ submitted by Mr. Kitchin. and it is proposed here to employ the 
somela w If it is estimated conservatively that the non-mone?uY demand for gold only mcrea~es 

tter. t •. • in nroportion rather to population than to wealth-the followmg at 1 per cen per annum- .•• , o: , . 
results are obtained : · 

Table VIII. 
$ (OOO,OOO"s) 

Excess or Deficit 

Available 
Increment required of Amount available 

Estimated Non- to provide one-third for 1\foney compared 
for with Increment Year. Gold monetary Cover for average 

Production. Demand. monetary inereases in Notes and . required if Notes and 
purposes.. Sight Liabilities of : Sight Liabilities 

increase by : 
' 

8% p.a. z% p.a. 8% p.a. 2% p.a. 

1930 .U).I, 180 22-i 253 167 - 29 +51 
1931 402 182 220 260 170 - 40 +50 
1932 410 184 226 269 174 - 43 + 52 
1933 401· 186 221 276 178 - 55 + 43 
193-' 403 188 215 285 180 - 70 + 35 
1935 398 190 208 294 184 - 86 + 2-i -
1936 397 192 205 302 188 - 97 + 17 
1937 392 194 198 811 192 -113 - 6 
1938 8M 196 188 821 196 -183 - 8 
1939 870 198 172 330 . 200 -158 -28 
1940 870 200 170 MO 204 -170 - 8-i 

In calculating this table, no account has been taken of the margin of gold which exists over 
and above what is required for a 83 per cent cover to-day. This margin will be found to co~~ist 
in part of the cushion which, according to present practice, has to be maintained in add1bon 
to the legal minimum cover and in part of what may possibly be considered surplus stocks. Were 
gold e\"enly distributed according to legal requirements plus a uniform cushion of 7 per cent, the 
surplus, as has already been noted, would be negligible. In fact, the distribution of the reserves is 
11DeVeD. and, were those countries which have surpluses to liberate them, and others which have 
abnormally low reserves not to increase their demands, some economy could be effected. It is 
preferable, however, to treat this as a separate problem and to presume for the moment that the 
present balance is approximately maintained. 

' 
The average legal requirements to-day are, however, about 83 per cent and. if that ratio 

is not changed then some additional amount of gold in excess of 88 per cent would in _Practice 
be required in the future for the purposes of the cushion against the new notes and sight liabilities 
created. It has been thought preferable to ignore this point in the table, which has therefore 
been calculated on a con<;ervative basis. 

On the assumption of a 3 per cent increase in the demand, if these estimates are correct, the 
~lies of ~ gold are inadequate to-day. On the 2 per cent hypothesis, they wiU become 
Inadequate m 1938. 

This result is so lerious as to demand careful further consideration. In the first place, what 
does the 2 per cent or 8 per cent increase in the demand Cor gold represent? It represents the 
a.wned amount of accretions to the gold ltock necessary in order to prevent prices falling. 
I~ reflect. therelo~ the increase in the prodw.-tion of goods and services. But production may 
I'IIC on account eJther of greater produdivity of the factors of production or of an increase in 
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the factors themselves. If it is not desired to prevent the results of economies in production 
finding expression in the general price level, then it may well be that these percentages are too 
high and that the growth of the demand for gold is substantially lower than that assumed for the 
sake of argument. Thus the population of the world in recent years (outside China) has only 
been growing at a rate of under 1 per cent per annum. 

Further, if cheque currency is allowed in part to replace notes, the rate of growth of the 
latter may to some extent be reduced (see Section IV (d)). As stated above, the actual increase 
in notes and sight liabilities in continents other than Europe between 1923 and 1928 was about 
8 per cent, and prices in the United States of America sank during these years by some 8 per cent 
or less. 

On the other hand, ltlr. Kitchin's estimate of gold production in the future, which has been 
employed, is higher than that resulting from returns received and, even if it were assumed that 
present-day production is maintained throughout the period, supplies would be inadequate on 
the 8 per cent basis and would become inadequate about 1941 on the 2 per cent basis. 

It may be that the estimate of non-monetary demand is too high; but, even if the 
lower figure given by 1\lr. Kitchin in "Production and Consumption of Gold " 1 be accepted, the 
gold supplies on the 8 per cent assumption are inadequate to-day. 

Finally, if the statistics of the last few years are correct, it is obvious that gold reserves 
have been fed from other monetary gold stocks and not simply from new gold coming forward. 
Thus, between 1925 and 1928, they rose by $961 million. Gold production in this period was 
nearly $1,200 million. The lowest estimate of non-monetary demand during these three years 
largely exceeds $239 million (i.e., U,200-961 million). Total monetary gold stocks, on the other 
hand, are estimated to have increased by $117 million. The sum of this figure and the estimate 
of non-monetary demand employed above just exceed $1,200 million (i.e., $1,257 million) and 
probably some of the rise in total gold stocks was fictitious-in the sense that it only represented 
the bringing to light of hidden gold coin for which allowance was not made in the estimates. 

The evidence points to the conclusion that the amount of new gold likely to become available 
in the next few years would not by itself prove ad~uate to maintain prices, and that possibly 
it may alreadr be inadequate. It is necessary to cons1der therefore the extent to which monetary 
gold, which IS at present redundant, could alleviate the situation. The aid which might be 
rendered by these supplies must obviously depend on banking practice. 

The reserve ratio at the end of 1928 amounted to 40.7 per cent and, if banks required about 
7 per cent above the legal minimum necessary on the bas1s of the present division of reserves 
between gold and foreign assets, obviously the margin is negligible. But, on the 83 ~e~ cent 
cover basis considered in Table VII, which is equivalent to the lowest possible legal mm1mum 
plus a cushion of 4 per cent, the life of the available margin may be estimated as follows.. T~e 
surplus reserve is $1,802 million-the accumulated deficits '?n the 8 per cent increase bas1.s :will 
amount to about $1,000 million by the end of 1940, leavmg therefor<: roughly $800 m1ll10n. 
This sum of $800 million would represent perhaps some four years' defic1t from that date. The 
surplus should therefore suffice until about 1944 if it could all be efficiently utilised. 

On the basis of an increase in demand of only 2 per cent per annum, it is not possible to make 
a calculation, as the period exceeds that for which any suffic~ent data for estimati~g the fu~ure 
production of gold exist. But the surl?lus would, on the prev10u~ s:ystem of reckonmg, certa1nly 
last until the 'fifties. It is, however, Improbable that, und~r ex1.stmg !aws, so low a reserve as 
the lowest possible legal minimum plus only 4 per cent cush10n will, or mdeed could, successfully 
be maintained. 

• See Annex VII. 
7. 
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Apart from this last wculation, all the foregoing !i~ are based on ~he a!!sumption that 
no change is made in banking or monetary Jaws or practice. F~rther economi~ might ~e effected 
bv the withdrawal of gold from circulation or by the conversJon of gold certificates mto other 
fOrms of notes. • 

The total estimated amount of gold outs~de the ~erves at t~e end of 1928 was .1914. million. 
This sum includes $267 million in commercial banks m Australia and South Amenca and some 
$650 million belieYed to exist elsewhere. It is very doubtful whether any considerable proportion' 
of this last-mentioned amount could. be collected for ~e use and it would e«;rtainiY be unwise 
to count on it as an available source of relief. At this same date, gold certificates were out
~ in the United States of America to the value of 1991 million. If they were converted 
into Federal ReserYe notes, which require .c) per cent cover, a saving of $595 million might be 
effected. A. further economy might be effected by transferring to central bank reserves the 
$267 million of gold actually available in commercial banks referred to above. A.s will be shown 
below, certain sums were transferred during the course of 1929. The total of these 

. two sums, roughly 1860 million, would suffice to cover up to about 1989-.c) the ·estimated 
eunmlatiYe deficit on the a per cent basis considered above (Table VIII). 

From what has been said, it is obvious that great importance should be attached in the future 
to accurate information concerning the consumption of gold in the arts and the growth of mone
tary demand. The position with reference to these two factors is essentially different. We 
do not know what the industrial consumption of gold is-the data at present collected are not 
sufficiently complete to render a serous estimate possible. If those responsible for monetary 
policy in the future are not to continue to grope in the dark, therefore some active steps must 
be taken to obtain more comprehensive and more serious returns. llonetary statistics on the 
other hand have vastly improved in recent years. The difficulty in this connection is mainly 
due to the fact that, owing to the abnormal economic conditions which have obtained in recent 
years, the events of the past do not constitute evidence of value for judging probable future 
developments. The worla statistics of monetary circulation in the next few years will therefore 
have to be studied with exceptional care. But, though the monetary statistics are relatively 
complete, they are still far from perfect. Their perfection, however, presents insignificant 
tfthnical difficulties; it depends almost wholly on the will to divulge the facts. 

(c) Baerve Requirement. far DepoftU. 

In consid~ the monetary demand. for ~ld! .a~ntion has been confined up to this point 
!D.the cover ~wrements for notes and s~ght liabilities of central banks and, in most countries, 
it 18 onl:y: against these that gold has l~y to be kept. Moreover, when, as in the United States 
~ A.menca, the law d~ds a.~ coyer against commercial deposits, that cover is kept 

- m the form of notes 1!-11~ Sight liabihbes ~th central banks, 10 that any augmentation of the 
second ston:r of eredit mvolves a proportiOnate, though not equivalent, augmentation of the 
first. It might be argu~. therefore, that no study of deposits is required. But, in fact, the 
moby~ gold.~emand 18 mfluenced by the total. volume of available means of payment and 
Ja . e composition of that. volume. Less gold will be required as a backing for cheque cireu
oftl?n~~n fG! notes.of It IS. necessary, therefore, to take into consideration both the amount 

8Ig eposits commercial banks and the relationship of those deposits to notes. . 

to A. ~culty, however, a~ from the fact that, in most countries, there is no legal obligation 
themamtain any ~efined ratio between gold and such deposits. In order to ascertain whether 
~t mpplies of gold are adc;quate or not, reliance has therefore to be placed on general 
om. ~ ~~an~ 0 jd a companso~ of the ratios existing at different dates. These ratios 
.: Y a I ~ vary according to the composition of the currency. In Table IX are 
Jiabilit~~ S::::::~ rat!-::,. at .~he. end of 1!Jl8, 1927 and. 1928 of ~old to (i) notes and sight 
together. ....., (n) light. deposit. of commerc~al bankl, (iii) both of these. groups 
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Table IX• 

Ratio of Gold Reserves to 

A. B. c. Ratio of 
Demand 

Notes and Sight Demand Deposits Deposits to 
Liabilities of of A+B. Total of C. 

Central Banks. Commercial Banks. 

19131192711928 191311927,1928 19131192711928 191311928 

-
% % % % % % % % % % % 

Europe ............. 88.2 80.1 84..6 22.0 28.4 27.0 14.0 13.2 15.~ 68.4 56.2 
North America •••••• 53.9 61.2 58.3 16.6 16.5 15.3 12.7 13.0 12.1 76.4 79.2 
South America ••••••• 51.1 57.1 59.5 69.1 62.8 65.9 29.4 29.9 31.8 42.5 47.5 
South Africa and 

Oceania .. ......... 117.4 53.2 55.1 16.8 19.2 19.0 14.8 14.1 14.1 87.8 74.4 
------ - - -- --

\Vorld 1 ••••••••••••• 44.0 48.1 44.7 20.6 20.6 21.4 14.0 14.0 14.5 68.2 67.7 

In studying the table, it is necessary to recollect that the saine gold reserves are always 
employed in calculating the ratios in columns A, B and C. Thus, for Europe, the total reserves 
(not stocks) are shown as percentages, first of the notes plus sight liabilities, and secondly of 
deposits. The addition of sight liabilities of central banks to deposits of commercial banks is 
open to criticism. These liabilities include the cash balances which commercial banks keep 
as reserves against their deposits, etc., with the central banks. The addition of sight liabilities 
to deposits involves therefore some double counting, more especially in North America. On the 
other hand, notes may equally well be kept by commercial banks as reserves and true net figures 
could therefore only be obtained by deducting from the note issue such reserve notes and from 
the sight liabilities of central banks bankers' balances. The former deduction is scarcely ever 
possible and the latter is only possible for a restricted number of countries. In view of these 
facts and since, moreover, the sight liabilities of the central banks include a number of other 
forms of deposits-more especially Government balances-their inclusion in th~ total seems 

• The data on which this and other deposit tables are based relates to rather fewer countries than do 
those concerning world gold reserves. The following are omitted : . 

Europe--Russia, Estonia, Latvia, Lithuania, and Albania. 
South America-Paraguay. . 
The whole group given in Appendix II under the title: Mexico, Cuba and rest of Amenca. 
Asia-India, Dutch East Indies, Philippines, Straits Settlements, and Turkey. 
Africa-Egypt and rest of Africa. 

1 Total of countries included in the groups shown above and Japan. 

• 



on the whole to be preferable to their omission. On this point, how«!ver, opinions may well 
diller and for this reason alternative ealculations are given below.1 

It is noticeable that, in spite of great dillerences between the continental ratios and con
siderable changes in each continent in the composition of the currency, the world reserves against 
all forms of currency shown in 1928 was only very slightly higher than in 1918. In Europe, 
the ~roportion which commercial deposits constituted, not of total currency, but of those forms 
reqUiring a gold backing diminished.• Europe might have been ex~ted, therefore, to have 
required larger reserves and actually its reserve ratio was somewhat higher in 1928 than in 1918. 
The note and sight liability ratio in the later years, as Table V proves, gave a fair margin over legal 
requirements-namely, 5.2 per cent according to hypothesis I, and the grouping employed in Sec
tion IV (b), 7.6 per cent according to hypotliesis II, and 10.9 per cent according to hypothesis III. 
These margins are, it is true, substantially lower tlian tliose maintained in 1918; but, at that 
tinie, a large proportion of tlie gold reserves were not true currency reserves at all, but war chests, 
and to-day tlie functions of gold are dillerent. If tlie present note cover is adequate, therefore, 
and tlie pre-war ratio of gold to deposits was likewise adequate, some further expansion of deposits 
on tlie present reserves would seem permissible. But tlie pre-war·gold ratios were without 
doubt often unnecessarily high. As ~ust stated, the reserves were largely maintained for non
monetary purposes. In Nortli Amenca, the gold reserve works out at 15 per cent of deposits; 
in Europe, where tlie use of cheques is not so highly developed, the ratio lS 27 per cent. The 
substitution of a cheque for a note currency in Europe would therefore permit of a very appreciable 
cconomy in the use of gold. This point will be further considered in Section IV (d) m connection 
~ composition of tlie available means of payment. 

The situation in North America is the exact reverse of that in Europe; deposits constitute 
to-day a larger_proportion of.tlie total currenc:y other th.an coin tlian in 1918; this means that 
the reserve against notes has mcreased and agamst deposits has decreased. The reserve against 
all the forms of currency considered has also slightly decreased. As deposits require a' smaller 
reserve than notes.. the composition of the currency has been changed m such a manner as to 
allow an economy m gold. Table V showed that there was a surplus reserve of 16 per cent in 
Nortli America against the notes and sight liabilities of central banks. If the Umted States 

Euro~ •••...••.. 
Nort America ••• 
South America •••• 
South Africa and 

Oceania ••••••• 

World •..••.•..•• 

Ratio of Gold Reser~es 
to Total of Notes and 

Commercial Sight Deposits. 

Ratio of Commercial Sight 
Deposits to Total of those 

Deposits and Note Circulation. 

(Central Bank Bight liabilities excluded.) 

1 1913 1 1927 1 1928 1 1918 1 1927 1 1928 

% % % % % % 
15.2 u.s 16.8 68.9 61.7 62.1 
12.7 14.1 13.1 76.4 85.5 85.7 
29.5 30.7 32.2 42.7 49.0 48.9 

u.s 14r.6 14.5 87.8 76.0 76.8 

14.6 15.2 15.7 71.2 73.6 78.6 

• From Table X. page 106 how it ill be ha dtpo.it•llightly iller! sed in 'im~~. w ~n t t, when all fo~ms of currency are considered, 
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gold certificates were converted into _Federal ~eserve notes, this margin would be raised to 
25 per cent. The actual reserve requirements m that country on account of sight deposits in 
banks belonging to the Federal Reserve system are 13 per cent for the central Reserve city 
banks and 7-10 per cent for o!her categorie~ of member banks, against which the central Reserve 
banks must keep 35 per cent m gold-t~at IS, less th~n 4~ per cent gold in all. This 35 per cent 
(or 4.5 per c_ent) ~as .a}r~ady been taken mto acco:unt m Table V, where the reserve of gold against 
notes and sight habihbes of central banks are given. The margin of surplus gold in this, as in 
other cases, cannot of course be greater than that shown in Tables V and VI. In North America 
it is likely_ to be somewhat less. But the existing resel!'es against deposits are well in excess of 
legal J"e9,';11rements. The fact that ~hey are lower th.an m other parts of the world is due to the 
comJ?OSI~Ion of the total currency mstruments and m no way reflects inadequacy. But, when 
cons1dermg the note cover and the world distribution of gold, it is necessary to bear in mind 
the fact that the large gold reserves in the United States of America carry a very big superstructure 
of credit both absolutely and proportionately. . 

The South-American,_ African and Oceanic reserves are quantitatively of less importance 
and may with advantage be considered in a later section. 

(d) Currency Composition. 

Of the various possible methods for reducing the monetary requirements of gold, the most 
important are probably (i) alteration of the legislation determining gold reserve ratios, (ii) substi
tution of one form of currency for another, (iii) re-distribution of gold stocks. 

The currency legislation of the world relating to gold reserves has already been summarised 
in the volume entitled "Legislation on Gold " and need not be considered here. Legal reserve 
ratios are largely conventional, and there could be no theoretical objection to their reduction 
in most countries. Such reduction might, however, well prove to demand concerted international 
action. 

Two forms of currency substitution will help to conserve gold supplies: (a) the replacement 
of gold by notes or deJ?osits, (b) the replacement of notes by deposits or in other words of note 
media by cheque media. In the vast majority of countries, gold has already been withdrawn 
from circulation-mainly withdrawn in such circumstances that prices have been raised and this 
means of alleviating the situation in consequence lost. There remains, therefore, the question 
of the replacement of notes by cheques, which will be considered in this section and of the 
re-distribution of gold stocks which will be considered in Section IV (e). 

There are two distinct though often confused reasons why less gold is required to maintain 
a cheque than a note system of currency. First, the velocity of the circulation of checkable 
deposits tends to be greater than that of notes because, cheq_ues cannot circulate freely from hand 
to hand or be indefinitely hoarded. If A receives a note m payment and keeps that note for 
three months in his pocket, it is immobilised for that period of time. But if he receives a cheque 
and adds the proceeds of that cheque t_o his account, the sum is not necessarily immc;>~ilised even 
though A himself does not draw on h1s account for three months. It can be mob1hsed by the 
bank in which his deposit lies. This fact alone will not of itself augment the velocity of the 
turnover of deposits, for the bank can only mobilise A's depo_si~ by making an a<!-vance t.o B. 
The total volume of deposits is pro tanto augmented. But B will tend to employ _his deposit as 
rapidly as possible since he has to pay ~~~erest on the, equivalent advan~e. There IS t~us always 
a force tending to counteract the macbv1ty of the A s m a!ly commuf!1ty, a force whiC~ ca~not 
be exercised in the case of notes. Secondly, the reserve m gold whiCh has to be mamtamed 
against checkable deposits is lower than the res~rve ~uired ag~inst notes. The growth of 
deposits by itself constitutes no proof that gold 1s bemg econom1sed. Such growth maY: be 
accompanied by an equivalent increase in note circulation, due to the fact that they contmue 
to be operated upon by means of note~. It is necessary t~erefc;>re to consider the relative amount 
of the different currency forms at d1fferent dates and m d1fferent parts of the world. The 
absolute and percentage figures for 1918 and 1928 are given in Table X. 
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Table X. 

~RENCY CoMPOSITION. 

Cireulation Sight Demand 
Liabilities Deposita Total. Continental Groups. 

I 
of in Commercial 

Gold. Notes. Central Banks. Banks. 

(In millions of dollars.) 

Europe 1 •••••• 1918 2,.Y8 ,,206 1,155 9,804 17,118 
1928 n 9,565 2,658 15,705 27,999 

-
North America. 1918 635 2,691 - 8,782 12,058 

1928 895 ,,817 2,-YO 25,800 82,952 

South America. 1913 76 663 6 ,95 1,240 
1928 153 1,236 n ·1, 181 . 2,6U 

South Africa and 
()ceanja •••• 1913 196 69 - ,97 762 

1928 131 802 u 997 1,,71 

World 1 ••••••• 19131 8,8n 7,841 1,222 19,,15 81,852 
1928 750 16,226 5,"6 ,5,811 67,718 

Percentage Composition. 
Europe• •••••• 1913 u.8 2.&.6 6.7 54 •• 100 

1928 0.8 84.1 9.5 56.1 100 

North America. 1913 5.8 22.8 - 72 •• 100 
1928 1.2 1!!.1 7 •• 78.8 100 -

South America. 1913 6.1 53.5 0.5 89.9 100 
1928 5.8 46.8 2.7 44.7 100 -

Sonth Africa and -
Ckeania •••• 1913 25.7 9.1 - 65.2 100 

1928 8.9 20.5 2.8 67.8 100 

\\•orld I • • • • • • • 1913 10.6 24.6 8.8 . 61.0 '100 
1928 - 1.1 u.o 8.0 66.9 100 

1 Excluding Rwoda. Elltonia. Latvia. Lithuania. and Albania. 
1 

Total of countries included in the grou~ 1hown above and Japan. 
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A~rain the inclusion of the sight liabilities of central banks involves the difficulties discussed 
above.r 

The tabl«: shows that, in ~913, gold in ci~ula~ion co_nstituted about 10} per cent of all forms 
of currency g1ven.1 The estimates for gold m circulation may, however, be too high. 

This gol_d has. been almost ~nti~ely replaced by notes and sight deposits, _and the table shows 
the manner m whiCh that substitution has been effected. In Europe, deposits to-day constitute 
a slightly higher fraction of the total (56.1 in 1928 compared with 54.4 in 1913) and notes a much 
higher proportion (34.1 in 1928 and 24.6 in 1913). In North America on the other hand, where 
before the war gold was of relatively little importance, the share of notes has sunk from 22.3 to 
13.1 and that of deposits risen from 72.4 to 78.8. The growth of deposits has been more than 
sufficient to replace the gold; there has been a definite advance from note to cheque currency. 
The importance of this change is most clearly brought out in Table XI, which shows the percen
tage increase in each form of currency since 1913. Sight deposits in North America have risen 
by 195.5 per cent and notes by 60.4 per cent: the comparable figures for Europe are 68.8 and 
127.4 per cent. 

If the cheque system were generally adopted in Europe and the composition of the total 
media of payment had been the same there 1 at the end of 1928 as it was in North America, 
S879 milhon less gold would have been required on the basis of the actual American and 
12,248 million on the basis of the European ratios of gold to notes and sight liabilities. The 
latter figure may be considered as giving the upper limit of theoretical economy which could 
not be attained in practice. Any development of the cheque system which may take place must 
necessarily be slow. It will be faced br the opposition of habit and prejudice and limited by 
the rate of the growth of literacy and o wealth. A cheque-book postulates a deposit. · 

But some room for economy no doubt there is, and it is not unreasonable .to expect that, 
with the growth of wealth in Europe, the relative importance of deposits to other forms of currency 

• If Central Bank sight liabilities be excluded, the percentage composition was : 

Percentage Composition. 

CirCulation Demand 
- deposits Total. 

I 
inCommer-

Gold • Notes. cial Banks. . 
% % % % 

Europe ......................... 1918 15.8 26.4 58.3 100 
1928 0.8 87.7 62.0" 100 

North America . .................. 1913 5.8 22.8 72.4 100 
1928 1.3 14.1 84.6 100 

South America ............... ~ .. 1918 6.2 53.7 40.1 100 
1928 6.0 48.1 45.9 100 

South Africa and Oceania • , •••• - • 1913 25.7 9.1 65.2 100 
1928 9.2 21.1 69.7 100 

World ........................ ~. 1913 11.0 25.6 63.4 100 
1928 1.2 26.1 72.7 100 

1 Gold reserves are naturally excluded from this calculation, as they cannot be counted at once as 
the backing for currency and as the currency for which they_ are a backing. But, i':' times of internal 
drain, the proportion of gold would be increased by both ~he 1ss~e o! gold and t~e Wlthdre:wal of notes. 
According to available estimates, gold reserves and gold Circulation m 1918 were m the ratio of 4.9: 8.8 
to each other. . . . . 

1 I.e., Europe excluding Russia, Estonia, Latvia, Lithuama, Danz1g, and Albama, wh1ch are not 
included in the commercial demand deposits table. 
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1rill rise well beyond the pre-war standard. If this is so and a similar ~evelopment takes P.lace 
elsewhere, note circulation and sight liabiliti~ of ~tral banks ~ay "!ell mcrease at substantially 
less than the 3 per cent per annum discussed m Section IY (b); m t_his case, the deman~ for i?ld 
1rill be pro tarlto reduCed. It may be remarked in th1s ~nn~~o!l that the note Circulation 
or the United States of America in recent years has steadily d1nnrushed. 

In Table XI below, the percentages which the various forms or currency at. the end of 1928 
in each continental group constituted of the amounts at the end of 1913 are giVen. . 

Table XI. 

Culuu:NCY GROWTH. 

1928 u percentage of 1913. -
Circulation I Sight Demand Total 

Continental Groups. J .iabilities Deposits in Total. less Sight 
Gold. I Notes. of Central Commercial Llabilitiea. 

Banks. Banks. 

Euro:pe: 1 ••••••••• 2.9 227 •• 230.1 168.8 168.8 158.8 
North America ••• 62.2 160 •• - 295.5 273.8 258.0 . 
South America •••• 201.3 186 •• 1,183.8 238.6 213.0 208.8 
South Africa and 

()ceania •...••• 66.8 'B7.7 '10.0 .200.6 198.0 187.7 

World • ••••.••••• 22.2 206.9 •u.o 238 •• 212.6 . 208 •• 

The table has been calculated in order to illustrate the different rates_ of growth, more espe
cially of notes and deposits in different parts of the world. The figures for the totals of all forms 
of currency are, however, also of interest as showing the growth of available currency during the 
past fifteen years. The increase in North America, if sight liabilities are excluded, is almost 
exactly the same (very slightly higher) than the estimated increase in the money income of the 
Cnited States of America. Owing to the increase in national debts, the currency augmentation 
~here would be expected to exceed the growth of social income. It probably also somewhat 
exceeds the growth of fiscal income. If it is presumed that prices had at the end of 1928, on the 
average, risen by 40 ~ cent, the growth of currency in all the countries given taken together 
averages just over 2;, per cent per annum if sight liabilities are ignored. and 21 per cent per 
&nmliD if they are included. The truth probably lies between these two figures, supposing the 
price factor to be correct. But it may well be that the pl;ice factor for general purchasing power 
should be higher. If 50 instead of 40 per cent be employed, the results are just over 2 per cent 
and just over 21 per cent per annum. The average efficiency of money has increased, but part of 
the growth in the demand for currency has no doubt been caused by the development of money 
economy and part by the growth or debt and by the larger transfers of wealth for other reasons 
effected by the Treasury. If such transfers do not continue to grow in importance· in future 
years, one cause of the growth in the demand for gold will have disappeared. On the other hand, 
the rate at 1!'hich the real income of Europe has been expanding in the last few years is certainly 
v~ apprec~ably ~ter than the average rate over the fifteen years considered. In view of 
thJS fact and the evidence afforded by both North and South America, which have been less 
affected by abnormal factors than ha8 Europe, it would seem unwise to presume that the rate 
or required currency expansion in the immediate future will fall below 2-8 per cent per annum, 

1 Escloding RUMia, Estonia, Latvia, Lithuania, and Albania. 
1 Total of eountne. included in the groups ahown above and Japan. 
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granted always that the object in view is stabilisation of the price trend in all circumstances. 
It may prove, in fact, to be lower, but it is wiser to face squarely the more serious alternative. 

(e) The Distribution oflllonetary Gold. 

In Section IV (a) was considered the surplus of gold which might be considered available 
if a common reserve of 83 per cent (and also 83 + 7 per cent) in all countries was maintained. 
This ratio proved to be near enough to the actual average required under existing legislation to 
give results of some value. In fact, however, certain countries require more or less than 83 per 
cent and several maintain reserves greatly in excess of what is legally necessary. 

The adequacy of the gold supply depends obviously, not only on its amount, but also on 
its distribution, and it is worth while, therefore, to study this side of the question in some detail. 
The distribution has, however, undergone very considerable changes in the last few years and the 
dynamic as well as the static situation mus~ be considered. 

Between 1925 and 1928, world stocks are estimated (see Appendix II) to have increased from 
$10,232 million to $10,949 million or by 8717 million, which is equivalent to 7 per cent. In 
contrast with this, European stocks increased from 83,608 million to $4,413 million, or by 8805 mil
lion, which is equivalent to 22 per cent. Europe thus took all the gold rendered available for mone
tary purposes and $88 million more. Her stocks rose from about 35 per cent to over 40 per cent of 
the world's total. 

Of this increase of $805 million, Germany (363), France (193), Belgium (78), Italy (45), 
Poland (44), the United Kingdom (42) accounted together for 8760 million, or 94 per cent. 
Their demand exceeded the increase in stocks by $43 million. Where did this gold come from? 

The changes which have taken place may be summarised as follows: 
' 

Table XII. 
GoLD STocK CHANGES. 

Between 1925 and 1928. 
Europe's stock increased by . .............................. . 
Latin America's by ........... ~ ............................ . 
Africa's by ...................... .' ........ · · · · • · · · · · · · · · · 

Total ••• 
World's stock increased by ............................... . 

Difference ••• 

North America lost ........................ . 
Asia ..................................... . 
Oceania •.................................. 

293 
26 
58 

$ (OOO,OOO's) 1 

805 
282 

7 
1,09. 

717 ---
877 

877 

• According to the provisional figures for 1929, the following results are obtained for the period 
December 31st, 1925-December 31st, 1929 : 

$ (OOO,OOO's) 

Europe's stock increased by ..••.•.....•.....•.•.......... • • • • · · · ... 
Latin America's by •.•........•..........••... •. • • • • · · · · · · · · · • · • · · • 
Africa's by ••••.•••.•..•.•.••.•... • • • • • • · · · • • • · · · · • · • • · • · • · • · • · • • • 

Total ••• 
World's stock increased by •..........•.....••...•..•.. • • • • · · · · · • • • • 

Difference ••• 
North America, lost .................................. • .. 
Asia ............................ • • • · · · · • • • · · · · · • • • • • · • 
Oceania ..•.............................. • • • • • • · · · • · • · • 

190 
33 

100 

1,170 
93 

7 
,1,270 

947 
323 

323 
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This bso ti of gold by Europe was due, in part, to the ~ubstit~tion of foreign assets by · 
!!Old for ~-er ~ in part to the a~tomatic increase in note ctreulatlon after currency reforms, 
and in part to increases in reserve ratios. · 

Tb ~ n · table shows the reserve situation at the end of 1928 and also of 1929 of those 
tri. e ? 

0A~~il'll and Europe whose absorption of gold ,since 1925 has been the greatest, roun es m · ded. with fi!rul'eS for the United States of Amenca appen · 
" 

Table'XIII. 

I (OOO,OOO's) 

Inerease or Percentage of 
Percentage of 

Gold Reser-
Decrease (-) Gold Foreign Gold Reser- ves and Fo-

Country. Total Stocks. in Total Reserw:s. Aaaets. vestoNotes reign Assets 
Stocks from - and Sight to Notes 

1925 to Liabilities. and Sight 
Liabilities. 

192811929119281192911928119291 192811929 1 1928 1929 I 19281 1P29 

Algentine •••• 619 4-'5 160 -U .73 .05 - - 79.8 79.4 79.8 79.4 
B1'1lZil ••••••• 1-19 150 95 96 149 150 29 -17 1 86.6 88.9 48.7 48.8 
u~ .... 73 69 15 11 72 68 6 - 62.1 68.6 67.2 68.6 
Germany ••••• 666 560 863 257 666 560 126 198 43.8 86.8 51.5 49.5 
Belgium ••••• 126 163 73 110 126 163 79 85 84.0 87.2 55.8 56.6 
F~ ..••..• 1,259 1,631 193 565 1,247 1,681 1,287 1,021 89.0 47 •• 79.2 77.0 
Italy •••••••• 266 273 45 52 266 273 418 1 867 1 25.8 27.5 64.5 64.6 
Poland •••••• 70 79 44 53 70 79 80 59 82.6 87.4 69.8 65 •• u. K. •••••••• 754 719 42 7 746 /711 - - 29.8 27.6 29.8 27.6 
Hungary •••• 85 29 25 -19 85 29 16 14 26.5 27.6 88.6 n.o - - -- - ------

Total ... 4,017 4,118 1,055 1,156 3,850 4,069 2,036 1,756 87.9 89.5 57.9 56.6 ------ -u.s. A. ...... 4,141 4,284 -258 -115 3,746 3,900 - - 57.1 60.6 57 .I 60.6 
--

These ten rountries thus purchased, in the three years ending 1928, 11,055 million-nearly 
90 per cent of the total amount of new gold mined durin!{ the period. That the situation was 
abnormal is proved by the fact that simultaneously they mcreased their foreign assets reserves 
by about 11,500 million. To some extent, the gold purchases were the natural result of economic 
development and currency expansion. But reference to the reserve ratios in the last columns 
of the table ahowa that the Argentine and Uruguay held gold reserves which exceeded 50 per cent 
of liabilities on IICCOUJJt of notes and eight liabilities, and Germany a reserve of over 40 per cent. 
H foreign assets are included, the reserves of seven countries exceeded 50 per cent. The fact. that 
total reserves are high is, however, no proof that ther. are excessive. It may frequently be prefer· 
able for countries to keep available funds temporarily in the form of gold or its equivalent rather 
than in the form of stocks of goods. The question which the table raises, therefore, is whether 
the proportion of total assets constiruted by gold is not excessive. 

In 1929, the siruation underwent a substantial change. Of the ten countries whose stocks 
are totalled, only Belgium, France, Italy and Poland substantially increased their holdings, 

1 .January 31st, 1930. 
1 1nduding clairM on gold abroad not eannarked. 
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and the total absorption by Italy and Poland amounted to }>ut 816 million. France and the 
United States, however, together took $538 million, or probably over two years' supply of new 
monetary gold, and, by the end of the year, the French reserve amounted to 47 per cent and 
the American to 60 per cent. , 

The. rest of the world, therefore, has had either to live on existing supplies or to contract 
the cred1t structure. The reason why the reserve ratios of certain of the countries shown in 
the tables have risen, although the value of the reserves has diminished, is that such contraction 
bas actually taken place. But it does not follow that it has taken place because of a local shortage 
of gold-indeed, in certain cases it ostensibly has not. Thus 1t would be absurd to suggest 
such a shortage in the Arge'!-tine o~ Uf?guay, where reserves. of 64 per cent to 75 per cen~ or more 
were held-although the CirculatiOn m both these countries fell. The only country m which 
the reserve situation in 1928-29 would appear to have been such as to involve a real strain on 
the credit structure was the United Kingdom, though the fact that certain other countries whose 
monetary systems were inelastic were frightened is proved by their partial surrender of the gold 
standard. 

Whether the gold situation has had any effect or any substantial effect on prices up to date 
is therefore a point on which doubt may reasonably be felt. But, as has been shown already, 
the su~lus gold stocks are. not such as ~o permi~ the a.bsorption of n~w gold by on~ or two countries 
to contmue for any considerable per1od of bme Without worldwide repercussiOns. · 

A comparison of the figures of the gold reserves and gold stocks in the world in 1928 and 
1929 will show that the former increased by 8158 million more than the latter. The difference 
is explained by the continued withdrawal of money into the· central reserves from holdings 
of commercial banks mainly in Australia and South America, and from private hoards. 

But the total of non-reserve gold stocks only amounted to $756 million at the end of 1929, 
and, of this sum, 1384 million were in the United States of America. If this latter amount 
actually exists, part of it, at least, may perhaps more properly be looked upon as a mep.ns 
of amusement than a potential supplement to currency reserves. 

When considerin~ the static position of gold supplies, a sufficiently accurate picture may 
be obtained by examming the statistics of a restricted number of countries; for nine countries 
own over 80 per cent and fifteen over 90 per cent of the total world stocks. This fact is one 
which may prove of very great practical importance. (See Table XIV, page 112.) 

The aggregate reserves of gold held by the first group of countries amounted to 46 per cent 
of their total note issue and central banks sight liabilities. But amongst these nine countries 
were Italy, with a ratio of only 25 per cent, and the United Kingdom, with 29 per cent. The 
other gold reserves were all over 40 per cent, except that of France and, by the end of 1929, the 
}'rench reserve had increased to 47 per cent. 

With these nine countries, or more accurately with six of them, lay, therefore, not only 
the bulk of the gold reserves, but also the bulk of the surplus of gold over the world average 
reserves required. The surplus of these ·holdings over 83 per cent plus 7 per cent r~uirements 
amounted to $1,605 million, and of the nine countries in the first group to $1,145 million. But, 
of these sums, $1,120 million were held in the United States of America. In 1929, of the 
comparable surplus then held by six countries, which amounted to $2,007 million, the United 
States of America and France together held 11,578 million. . 

It is necessary, in order to make the position clear, to compare these figures With those 
given in Section IV (b) above. The followmg result is thus obtained for the end of 1928: 

In the United States of America ••••••••.•••.• 
In nine countries holding over 80 per cent of total 
In fifteen countries holding over 90 per cent of total 
In all countries for which information is available 

Surplus 
over 83 % over 40 % 

Reserves. 
$ (OOO,OOO's) 

1,558 1,120 
2,336 1,145 
2,452 1,112 
1,802 164 

A comrarison of the last two lines shows that the gold-standard countries of the world, 
exclusive o the fifteen countries with heavy stocks, had reserves which fell short of one-third 



Table XIV. 

RKBERVES, 0DLIOATloNs AND COVER IN CERTAIN CouNTIUJtS, 

' (000,000'1), . 

PC~rcentage 
n•tlo of Gold 

Gold Nott'l and Sight Heserves to Gold required Surplus ( +) 
Country. Reserves. Liabilities Notes and for one-third or 

of Centrol Danks. Sight Llablll- cover, Defteleney (-). 
ties of Central 

Danks. 

11028 1020 1 1028 I 1020 11028,1029 1028 1020 I 1028 1020 

Group A: 
48.8 86.8 518 Gennany ••• 666 560 1,580 1,520 507 + 158 + 58 

Itair .... .... 166 278 1,058 991 2.5.8 27.5 851 880 - 85 - 57 
Spa1n ••••••• 494 495 1,120 970 4.4.1 51.0 878 828 + 121 + 172 
}'railce ..••.. 1,247 1,681 8,200 8,4.4.2 89.0 47.4 1,067 1,147 + 180 + 484. 
U.K . ...... 746 711 1,5U 2,580 29.8 27.6 84.8 860 - 102 - 149 
U.S. A . .... 8,746 8,900 6,564. 6,44.0 57.1 60.6 2,188 2,147 +1' 558 +1,758 
Argentine ••• 478 405 598 510 79.8 79.4 198 170 + 275 + 285 
Japa.n .. •. • • • 541 54.2 1,022 1,071 52.9 50.6 841 857 + 200 + 185 
Australia ••• 109 89 222 206 49.1 48.2 74 69 + 85 + 20 

- - - - --
Total Group A 8,288 8,606 ' 17,857 .17,780 46.4 48.5 5,952 5,910 +2,886 +2,696 

ro:£B: ' 
B ~urn .... 126 168 871 438 84.0 87.2 124. 146 + 2 + 17 
Ne erlands,. 175 180 871 860 47.2 50.0 124. 120 + 51 + 60 

G 

Switzerland • 103 115 222 282 46.4 49.6 74 77 + 29 + 88 
Canada ••••• 191 151 198 188 99.0 80.8 64 68 + 127 + 88 
Brazil •••.•• 149 150 407 886 86.6 88.9 186 129 + 18 + 21 
India ...••.. 124 128 690 655 18.0 19.5 280 218 - 106 - 90 

-- - -
Total Group B 868 887 2,254. 1,259 88.5 89.8 752 758 + 116 + .}84 

- - -
G rand Total ••• 9,156 9,498 20,111 19,989 45.5 47.5 6,704 6,668 f2,45~ +2,880 

Gold required 
for 

40% cover. 

I 1028 1 1020 1 

616 608 
421 806 
4.48 888 

1,280 1,877 
1,018 1,082 
2,626 2,576 

237 204 
409 428 
89 82 

7,148 7,092 

148 175 
148 144 
89 98 
77 75 

168 154 
276 262 

901 908 

8,044 7,995 

Surplu1 (+) 
or 

Deficiency (-), 

1028 1029 

+ 50 - 48 
- 155 - 128 
+ 46 + 107 
- 88 + 254. 
- 272 - 821 
+1,120 +1,824 
+ 236 + 201 
+ 132 + 114 
+ 20 + '1 

+1,145 +1,514 

- 22 - 12 
+ 27 + 86 
+ 14 + 22 
+ 114. + 76 
- 14 - " - 152 - 184 

- 88 - 16 

+1,112 +1,498 

... ... 
1>0 
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by 8655 million. Their cover, in fact, was under 19 per cent. This is mainly due to the fact 
that Russia, w~th a total note circulation plus sight liabilities of $1,857 million at the end of 
1928, only held 892 million of gold-i.e., about 5 per cent cover. But the cover of the other 
countries was only 28.5 per cent compared with an average in the fifteen countries given in 
Table XIV of 45. 5 per cent. 

The problem of surplus gold reduces itself, therefore, largely to one of the monetary and 
banking policy of six to ten of the countries given in Table XIV. Outside these few countries, 
there is no amount of first-class importance on which economy could be practised. 

On the other hand, there remain a number of latent dangers. In several countries, proposals 
for putting gold once more into circulation are being seriously discussed; in others, a tendency 
to convert foreign assets into gold has existed for the last few years. If Russia desired and was 
able to acquire a cover of, for instance, 83 per cent, she would absorb over $500 million of gold; 
it is by no means impossible that China may desire to acquire some gold stocks. Alongside 
these dangers, latent or active, has to be considered the fact that the gold production of the 
world in the next few years is likely to diminish rather than to increase. 

Appendix I. 

WoRLD GoLD PRODUCTION, 1911-1928. 

- League of Nations U. S. Bureau of the Mint. Statistical YeaT-Book. 

Year. 
Value Value - Weight in fine oz. (in millions Weight in kg. S(OOO,OOO's)' of dollars). - -

1911 22,897,136 463 
1912 22,605,068 467 
1913 22,254,983 460 
1914 21,801,836 440 
1915 22,737,520 470 

,1916 22,031,094 455 
1917 20,845,528 421 
1918 18,614,039 885 
1919 17,698,184 866 
1920 16,130,110 833 
1921 15,974,962 830 495,137 829 
1922 15,451,945 819 476,051 817 
1923 17,790,597 868 551,545 367 
1924 19,081,001 893 583,688 388 
1925 19,025,942 898 584,741 889 
1926 19,849,118 400 598,624 898 
1927 19,431,194 402 594,955 896 
1928 19,674,638 407 600,400 399 . 

• Converted by Secretariat at 1 kilogram -= 86.65. 
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(II) 1 58 - 15 

30 680 

(11) U8 184 

585 5,~48 

- T5 - 109 - 662 
- 3 - I - (I) 16 

- 766 

- 18 
11 66 

- 1 

18 84 

(11) 125 231 - 34 

125 266 

1,1ftl I 10,495 
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GoLD STocKs. 
of dollars.) 

Reserves. 

12 
100 

9 
30 

49 
3 
8 

(') 799 
460 

15 
34 

239 
5 
3 

161 
39 
58 

9 
(10) 48 

97 
502 

62 
100 
H2 

17 

3,801 

229 

1927 

I 
Other 
gold 

•tock• (1), 

(I) 6 

(') 268 

(I) 15 

( 11) 39 
(11) 8 

333 

• 3,977 402 
1---1·----

4,208 402 

461 (11) 7U 
9 

101 
7 

20 

' 3 
23 
68 
18 

710 

(11) 2 
(II) 3 

(II) 1 
('1) 1 

86 

Total. 

(I) 6 
12 

100 
9 

30 -. 
49 

3 
8 

1,065 
460 

15 
34 

239 
5 
3 

176 
39 
58 
II 

48 
97 

502 
62 

139 
750 

17 

8,934 

229 
4,379 

4,808 

540 
II 

101 
9 

23 
2 
3 

24 
69 
16 

798 

Reserves. gold I 
Other 

24 
1~6 
10 
s• 
46 

2 
8 

1,2H 
666 

7 
35 

266 
5 
s 

175 
39 
70 

9 
(11) 49 

92 
494 

63 
103 
746 

18 

4,337 

otocka (1), 

(I) 6 

(I) 15 

(11) 38 
8 

78 

ToW. 

(') 6 
24 

126 
10 
u 

- 48 
2 
8 

1,259 
666 

7 
35 

268 
5 
3 

190 
39 
70 

9 
49 
92 

494 
83 

139 
754 

IS 

4,413 

191 - 191 
S,H8 395 4.141 

17 (11) 181 17~ 18 (11) 159 177 

Reserves. 

24 
163 

10 
37 

46 
2 
8 

1,631 
560 

8 
29 

273 
5 
4 

180 
39 
79 

9 
(ll) 55 

H7 
495 

68 
115 
711 
18 

1929 

Other I gold 
stocks (1). 

(I) 5 

(1) 15 

(11) 38 
(11) 8 

ToW. 

(I) 5 
24 

163 
10 
37 

46 
2 
8 

1,831 
560 

8 
29 

273 
5 
4 

195 
39 

' 79 
9 

55 
H7 
l95 
68 

151 
719 

18 

Appendix II. 

Countl"T. 

Albania. 
.-\ustria.. 
Belgium. 
Bulgaria. 
Czechoslovakia. 
Danzig. 
Denmark. 
Estonia. 
io'inland. 
I' ranee. 
Germany. 
Greece. 
Hungary, 
Italy. 
LatVia. 
Lithuania. 
Netherlands. 
Norway. 
Poland. 
Portugal. 
Roumania. 
Ru .. ia (U.S.S.R.). 
~pain. 
Sweden. 
Switzerland. 
United Kjngdom. 
Yugoslavia. 

4,714 4,778 I, EUROPE. 

151 - 151 Canada l"l· 
3.9oo 384 4,284 u.s.A. 

4,051 (I) 384 4,435 North America. 

1----4-o-s--11-<1~1-,~,~o-1---4-45-
<llU - (1)14 

150 - 150 
8 (11) 1 9 

22 (11) 2 u 
1 - 1 

(1 ) 3 - (1 ) 3 
91 (11) 1 22 
88 (11) 1 69 

(0 ) 17 - (1) 17 

(I) 18 (11)(1) 1~0 

Argentine. 
Bolivia. 
Rrazil. 
Chile. 
Colombia. 
Ecuador. 
Paraguay. 
Peru. 
Uruguay. 
Venezuela. 

1--:-::-:--1·---- -------1---1---:-l-::---:-
4,933 849 6,582 4,738 707 6,U3 (1) 4,778 (I) 579 l1) 5,357 ToW. n. AMERICA. 

72 
119 

(11) 542 
3 
2 

(I) ~~ 

753 

72 
119 
6U 

3 
2 

(1 ) 15 

68 -- 68 
124 - 124 

(11) 541 - 5U 
3 - 3 
9 -- 2 

(I) 15 - (I) 15 

1 753 1 - 763 1 

56 
128 (11)(1)542 

l1) 3 
(1 ) 2 
(I) 15 

(1) 748 

(10) l: I -18 I :: I (10) l: I -17 I ~~ I (10) l; I (1)-17 I 
--7-:-~---~-6--l---8-:-l---6-:--l--·-1-7-1-- 8: I 

111 
8: ~---~-7-1 

56 
128 

l1 ) 642 
l1 l 3 
11 ) 2 
(1 ) 15 

Dutch East Indies. 
India (11). 
Japan. 
Philippines. 
Straits 8ettlement~ 
Turkey. -

(1) H6 Ill, ASIA. 

19 
(1) 6! 
(I) I 

I E~rrpt (
10 ). 

South Afri<'&-

1 

Rest of AfriC'&. 

85 IV, AFRICA. 

105 
(II) 34 I (").!_15 I 2~~ I ("l 1~~ I (").!_14 I 2:~ I <"l ~~ I <"1_96 I ~~~ ~~~~':.!!:lnnd. 

I 113 I - 254 I IU I 114 I 255 ~---~-H-1 ___ 0_8_1 ___ 2_13-IV. OCEANIA. 139 

o.1o7 I 1.11~ 10.R1o I 014 
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' 

(") In the case of those countries for which special no~ are not given, the sums in this column 
ftPreseDt gold in circulation, including holdings of commercial banks, etc. 

(") Estimated or provisional figures. 
(") Included in the fi,aure shown for Turkey. 
(•) Figures refer to the Austro-Hungarian Empire. 
(') Included in the figures shown for the Austro-Hungarian Empire. 

(") Included in the figures shown for Russia. • . . . . . 
(')The monetary gold stocks in 1918 have been estimated m two.distmct ways With~~ Idt;nbcal 

results. One estimate was reached by comparing the data concernmg Fre!lch gold COl~ give!' m the 
last eunency census of 1909 with net gold coinage since 1808 and by adding other Lat_!ll Umon gold 
coins in proportions based on the results of this census. From th~ aggregate stoc!' of co '!led. gold t:"us 
estimated, the Central Bank's holdings of gold coin were deducted, m o~er to obtain gold m cuculatl?n, 
including private hoards and gold in commercial banks. The oth~ estimate was reached by dedu~mg 
the estimated amount of gold consumed in the arts from total net 1mports of gold over the same penod. 
After further deducting the entire gold reserve of the Rank of France from the total monetary gold stock 
thus estimated, almost exactly the same figure for gold " in circulation " was obtained as under the first 

meth~ sums given in the "Other gold stocks" column for the years 1925 and 1926 represent the approxi· 
mate amount of gold coins bought from the public and thus withdrawn from " cireulat!on" by the 
Bank of France in the years 1926-1929 plus a certain amount of gold pledged abroad, which, althou~th 
it was not included in the reported gold stocks of other countries, did not constitute a " free " reserve of 
the Bank. In 19"?7, this gold ceased to be pledged and is included in the reserve figure for the end of 
that vear. ' • 

the table ignores the amount of gold coins which still may remain in private hoards or may 
have been booght from the public in 1980. It follows that the sums for " Other gold stocks " shown 
back to 192li are probably too low. 

( 1) Including the Spandau gold reserve of $-i5 million. 
( 1) Included in the fi,aures shown for Russia, the Austro-Hungarian Empire and Germany. 
("") Including gold deposited in London, about $19 millions. 
(D) Including gold abroad at the free disposal of the National Bank. . 
('") Tbe gold circulation at the end of 1927, 1928 and 1929 has been calculated by deducting the 

National Bank's holdings of Swiss gold coins from the total amount of gold coins struck by the Swiss 
Mint up to each of these dates, excluding the re-coinage of old Swiss coins. The figures thus obtained 
no doobt over-estimate the domestic circulation of Swiss gold, as part of the gold coins outside the National 
Bank have been melted down for industrial or other purposes and another portion may have been retained 
abroad. On the other hand, in spite of the withdrawal of gold coins of other Latin Union countries 
after their demonetisstion in February 1927, it is known that considerable amounts of such coins were 
lltill held by the public and by certain private banks at the end of 1928 and 1929. The fig'llre& given may 
be taken as rough approxinlations to the total amount of Swiss and foreign gold coins held in Switzerland 
outside the National Bank. 
~ gold ~tio'! a~ the end of 1925 and 1926 has been estimated by adding to the sum of Swiss 

gold roms outside the National Bank, calculated as above, the amount of other Latin Union gold coins 
paid into the National Bank llince February 8th, 1927, the date of their demonetisation. 

('") 1913: including the gold held by Irish and Scottish banks. 
1925-1929: Estimated gold stocks of Irish and Scottish banks. 

('-') Including a small proportion of subsidiary coin not shown separately by the Chartered Banks. 

(
11

) Gold in private banks (in the case of the Argentine, including the Banco de Ia Nacion which is 
Dot a bank of issne). - • 

('") Mainly estimated gold circulation in Cuba and Mexico. As gold in circuiBti~n in Mexico in 
1925-1928 has been considered the amount of Mexican gold coins held outside the new Central Bank. 
~ lle_ximn figures have been estima~ as follows : to the amount of gold stocks In the banks and in 
circulation at the end of 1921 (according to the American Mint report for 1922) have been : 

(a) Added the amounts of new coins (excluding re-coinage) struck by the Mexican Mint 
in each mboequent year; 

(b) Deducted the reserve in Mexican gold coins held by the new Central Bank (established 
in 1925), which is included in the reserve column of the table. 
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(") Excluding gold hoardings. 

(") Domestic holdings of the Bank of Japan and of the Government. 

(") Excluding gold hoardings. The pre-war circulation figure represents the effective normal circu
lation. During the period of the cotton crop, an additional amount of some 850 million used to flow into 
the country annually. Though most of that additional gold was supposed to move out from the country 
subsequently, a certain portion may have been retained annually in the hoards of the peasants. 

( 10) Including gold held in Rhodesia and South West Mrica by the branches of South-Mrican joint
stock banks. This gold is not shown separately from subsidiary coin in the official statistics, but has 
been estimated for the purpose of the present table on the basis of the ratio of the joint-stock banks' 
domestic gold reserve to their domestic holdings of subsidiary coin shown separately in the statistics. 

(") 1913 : Gold in commercial banks, 8153 million + gold in the hands of the public, 823 million. 
(The figure shown under " Reserves " represents the gold held in the Note Issue Department of the 
Treasury. In 1920, the gold reserve of the Treasury was handed over to the Commonwealth Bank in 
connection with the transfer to that Bank of the issue of "Australian Notes ".) 

1925-1929: Gold in commercial banks only. 
The commercial banks do not separate subsidiary coins from gold in their published reserve figures. ' 

For the purpose of the present table, however, their holdings of such coins have been estimated in 
proportion to the more complete data available for the banks of New Zealand (most of which are branches 
of Australian banks) and deducted from the joint figures published. 

(") The banks' holdings of subsidiary coin have been estimated on the basis of special official infor
mation referring to slightly different dates and deducted from the unspecified metallic reserve figures 
published by the banks themselves. 
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Appendix Ill. 

su~DU.RY OF XoTE CIRCULATION, SIGHT LIABILITIES OF CENTRAL BANKS 
-AND GoLD STocKs (sooo,ooo·s.) 

1 1913 1 1920 1 1923 1 1925 1 1927 1 1928 

EuROPE. Note Circulation ...... 4,2061 8,4361 
E...'tCLt'DIXG Sight Liabilities •••••• 1,155 1,883 

7,8691 
'.1.,617 

8,555'1 
1,964 

9,2881 9,600 
2,894 2,687 

RVSSIA Total ••• 5,861 10,819 9,486 10,519 11,682 12,287 

Gold Reserves .••••••• 2,050 8,116 8,011 8,084 8,504 4,245 
Total Monetary Gold 

St()('ks .•.••••••••• 4,498 - - 8,5U 8,887 4,821 

EL"liOPE, I Note Circulation .••••• 5,081 115,4481 8,0351 9,128 I 10,051 I 10,537 
INCLL'DIXG Sight Liabilities •••••• 1,155 1,883 1,757 2,517 8,102 8,607 
. Rvssu. Total ... 6,236 17,381 9,792 11,645 13,158 14_,1U 

Gold Reserves •.••..•• 2,837 8,416 8,056 8,178 8,601 4,837 
Total} Monetary Gold 

8,608 8,934 4,413 Stocks •••••.•.•..• . 5,539 - -
NORTH Note Circulation •••••• 2,6911 5,0181 4,400 I 4,4321 4,8471 4,817 

Aln:lliCA Sight Liabilities .••••• 1,828 1,960 2,857 2,581 2,440 

. Total ... 2,691 6,846 6,860 6,789 6,878 6,757 
. 

Gold Reserves .••.•••• 1,451 2,624 4,018 4,211 4,206 8,937 
Total lionetary Gold 

Stocks •• : .•..••••• 2,086 8,099 4,428 4,625 4,608 4,832 
SoL"TJI 

I 
Note Circulation .•• ; •• 663 8971 8451 I, 141 I 1,1741 1,236 

AVERICA Sight Liabilities •••••• 6 27 28 42 64 71 
Total ... 669 924 873 1,183 1,238 1,807 

I : 
, Gold Reserves .• A ••••• 8-&2 627 6U 646 707 778 
Total llonetary Gold 

Stocks ............ 418 684 682 675 798 981 
Asu. Note Circulation.... • • I 4671 1,8721 1,5221 1,5681 1,590 I 1,689 

Sight Liabilities •••.•• 65 561 465 838 818 281 
Total ... 532 1,938 1,987 1,906 1,908 

. 
1,870 

Gold' Reserves ••••.••• 201 763 774 759 733 738 
Total Monetary Gold 

Stocks ............ 220 768 774 759 .783 783 
AFRICA Note Circulation •••••• _sol _!071 4361 480 I 4461 452 

.A..'iD Sight Liabilities •••••• 21 83 45 41 
OCEANIA Total ••• 80 407 457 518 491 498 

Gold Reserves •••••••• 91 222 230 227 208 207 
Total llonetary Gold • 

~ Stc>cb ................ 297 - - 890 889 888 
TOTAL Note Circulation •••••• 8,982128,142115,238116,7491 17,6081 18,181 

Sight I.iabilities •••••• 1,226 4,299 4,231 5,287 6,060 6,890 
Total. •• 10,208 27,441 19,469 22,086 "·"''["·'" . 

Gold Reserves ........ 4,922 7,652 8,719 9,021 9,455 9,992 
Total llonetary Gold 

Stc>cb ............. 8,560 - - 10,057 10,407 10,747 



Years. 

Commercial Bankl : 

Demand Deposits 1913 
1926 
1927 
1928 

Other Deposits ••. 1918 
1926 
1927 
1928 

Total Deposits .•. 1913 

1926 

1927 

1928 

Savings Banks : 
Total Deposits ••• 1913 

1926 
1927 
1928 

All Banks (Commer-
cial Banks and 
Savings Banks) : 

Total Deposits .•• 1913 
1926 
1927 
1928 

Appendix IV. 

BANK DEPOSITS. 

(Identical Areaa covered by Pre- and Post-war Figures.) 
$ (OOO,OOO's.) 

1 2 8 4 5 ' 6 
Asia South Africa 

Europe. North South (Japan and Australia Total. America. America. British and New 
India). Zealand. 

-9,304. 8,732 4.95 887 497 19,4.15 
13,584. 19,999 1,061 1,727 1,009 37,880 
14,911 25,539 1,126 1,698 983 44.,257 
15,705 25,800 1,181 1,628 997 45,811 

6,913 5,223 
. 

584 455 550 13,725 
10,793 22,487 1,289 2,971 1,112 88,652 
12,080 19,766 1,4.05 2,862 1,194 87,307 
13,203 21,051 1,529 3,100 1,302 40,185 

16,217 13,955 1,079 j A 8421 1,047 1 A33,140 
B 1,139 I B 83,437 
~A 4,698 1 j A 76,032 24,877 42,486 2,350 2,121 B 5 1 453 I B76,787 
! A 4,560 I ) A 81,564 26,991 45,305 2,531 2,177 B5,3IO B 82,814. 

28,908 46,851 2, 710 )A4,7281 2,299 sA 85,496 
B 5,476 I B 86,244 

11,476 4.,855 25 361 521 17,238 
8,261 9,836 127 1,271 1,264 20,759 
9,935 10,090 147 1,463 1,314 22,949 

11,891 10,490 171 1,641 1,379 25,072 

27,693 18,810 1,104 1,500 1,568 50,675 
82,638 52,822 2,477 6,724 3,385 97' 54.6 
86,926 55,895 2,678 6,773 3,491 105,263 
40,299 57,841 2,881 7,117 3,678 111,316 . 

Remark9. 

Commercial Bank& 

~urope: Comprising all countries. 
wUhin identical pre· and post-war 
areae. In lDl:J, excluding Russia. 
but including Congress Poland and 
Serbia (estimate); In 1926·1928. 
excluding U.S.S.R •• Estonia. Lat-
via, and Lithuania. The combined 
deposit of the last three countries 
mentioned were (In millions of 
dolla.N): 

Year. Demand. Other. Total. 
1926 ... 22 6 28 
1927 ... 29 9 38 
1928,.' 37 11 48 

Fltn~res for demand and other dcpo· 
sits in column' rarer to Japan only 
as speoUlcation of the deposita is 
not made in the Indian statistics. 

Total Ikposils. 
A. Excluding Indian dopmdts. 
B. Including Iudiu.n deposit& 

Savinud JJanl~s : 
Total deposits In savings banks and 

similar institutions. including .. 
minor proportion ot current account 
and other deposits not subJect to 
savings account conditionH not 
Inore than 1600 million in 1913 and 
1,200 million in 1928 for the wbole 
world. 

Europe : The t.erritory covered Is 
identical to that indicated above 
under commercial banks. The 
saviniJ'I' deposita of Estonia, Latvia 
and Lithuania were : I·" million In 
1926; ·~ million in 11127. and 
19 million tn 11121i. P, • 0. savin~ts 
ot the United Kingdom are exclu~ 
dod in the Table. 

Atrie: Including, fn addition to BriUsh 
India and Japan, Dutch East Indies 
and Siam 88 follows: 1913, 17 mJI· 
lJon: 1026, •to million: tun. 
t:W mUHon; 19:!8, •~1 million. 

.... ..... 
co 



Appendix V. 
DF.t'OSITS IN CoMMERCIAL DANKs; GoLD REsERVEs; GoLD STOCKS; ETC. 

I (OOO,OOO'H) 

1913 

A. u. c. D. I!' F. G. H. I I. 
•• 

Dt'mand Otht'r Totnl Gold In Clr· Gold Totnl Mo· Notca In Hhrflt, Totnl of 
nctnryGold Clrcula- 1.-lflhlllf.t,." A, D, G, 

Dt'poslt.~. Ot'poolto, Dt'poslto culatlon. Rc•crvcs. of CNtf.rBI 
Stock". Uon, Uauk ... and ll. 

1. Eurt>/,>e (' ) •• : •••••••• 9,806 6 11H8 16,217 2,44A 2,050 4,4!18' 4,206 ).,155 17,113 
2. Nort 1. Amrr~en ....... 8,732 5' 2211 18,1155 0115 1,451 2,0116 2,601 - 12,058 
8. South Amerirn (') •••• 4!15 5!14 1,079 76 842 418 663 6 1,240 
4. Asia(')(') ••••••••••• 887 455 1,13!1 19 Jill I 210 422 61 8HIJ 
5. Afrira anti Orcania (•) 4!17 5!10 1,047 11!6 81 277 61J - 762 
6. World(•) ............ 19,415 111,725 1111,4117 11,874 4,115 7,489 8,051 1,222 82,002 

19l6 
1. Ettrope .••.••••••••• 
2. North Amerir11 ...... . 
8. South America •••••• 

13,58.Jo 10,703 2·~,877 428 (') 8,805 8,738 
19,0!19 22,487 42,486 409 4,818 4,722 
1,061 1,28!1 2,850 80 627 651 
1,727 2,971 5,458 - 611 611 
1,000 1,112 2,121 148 188 881 

'· Asia •••••••.••.••..• 
5. Africa and Oceania ••• 
6. \\"orld •••.•••••••.•• 87,880 88,652 76,787 1,010 9,104 10,114 

. . 19l7 
1. Europe ••••••••••••• 
2. N orih Amcriea •••••• 
8. South Amcrie11 ...... . 

14,911 12,080 26,991 828 (•) 8,4118 8,821 9,254 2,868 26,861 
25,539 111,766 45,805 402 4,206 4,608 4,847 2,581 82,810 
1,126 1,405 2,531 86 707 708 1,174 64 2,450 

4. Asia. •••••.••••.••.• 1,698 2,862 5,810 - • 661 661 1,449 801 8,448 
983 1,194 2,177 181 189 820 810 45 1,469 5. Afriea and Oceania ••• 

6. \Vorld •••••..••.•••• 44,257 87,807 82,814 947 9,256 10,208 16,534 5,809 67,047 
19l8 

I. Europe •••••••••.•.• 
2. North America ...... . 
8. South America ••••••• 
4. Asia. .............. . 
5. Africa and Oceania. • • 

15,705 18,203· 28,908 71 (•) 4,285 4,806 9,565 2,658 27,999 
25,800 21,051 46,851 895 8,987 4,882 4,817 2,440 82,952 

1,181 1,529 2,710 158 778 981 1,286 71 2,641 
1,628 8,100 5,476 - 665 665 1,496 216 8,840 

il97 1,802 2,299 181 189 820 802 41 1,471 
6. World ••••••••••.••• 45,811 40,185 86,244. 750 9,804 10,554 16,916 5,426 68,403 

(
1

) Throughout this table, "Europe" includeo all of Europe except Russia, Albania, Estonia, Latvia and Lithuania. 
(') • 1 " South America " includeo all South America, except Paraguay. 
( 1) 1 • " Asia " includeo British India and Japan only. ' 
(') • 1 "Africa and 0< •!llllia" inc.udes the Union of South Africa, Australia and New Zealand only. 
(

1
) • 1 • in the totals for <\sia and the World, deposits in India are included. Theoe deposito are not classified 

as either " Demand" or " other" and are then 'ore not included under A or B above. · 
(•) Including gold in private hoardo in Frau e, purchased by the Bank of France in the years 1926-1929. The figure for 1926 , 

includ.,. in addition,eertain other F p;ol t<.•ks which are incorporated in~the ,gold ..._....e column:w-from- 1927.,. · · · -~· · · 

• 
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PREFACE. 

In accordance with the decisions of the Council of December 14th, 1928, and June 17th, 1929, 
the Financial Committee appointed last rear a special Delegation, consisting of some of its 
own members with the adjunction of certarn experts of international authority " to examine into 
and report upon the causes of fluctuations in the purchasing power of gold and their effect on 
the economic life of the nations". 

The Secretariat was asked in this connection to compile certain material which it was believed 
would form a useful basis for such study. A part of this material is presented herewith, namely, 
information bearing upon th¢' legislation on gold in various countries of the world. I"' 

Seventy monetary systems are surveyed and their prescriptions bearing upon gold are 
arranged in the summary Notes under parallel headings, thus making them, it is hoped, 
easy of comparison. With few exceptions, all the legislation referred to in the Notes has been 
reproduced m full in Annexes. -

An attempt has been made to compare in tabular form the chief points of information 
contained in the Notes. It is hoped that these Tables will be found useful, but at the same time 
it should be emphasised that they are not to be studied independently of the accompanying 
text, for, while their comparative brevity may be of certain advantage, it may equally lead to 
misunderstanding. 

While the publication of this volume is authorised by the Financial Committee and by the 
Gold Dele~ation, neither of these bodies are responsible for the accuracy of the information 
contained m it. 

Geneva, September 8th, 1930. 
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Table I. 

LEGAL REDEl\IPTION • REQUIREMENTS. 

Country. 

Albania • •••••••• 

Redemption 
In wold •. 

Domestic gold 
coin. 

Algeria • • • • • . • . • Gold bars. 

Argentine •.•••.• 

Australia •• ••••.. 

Awtria ......... . 

Belgian Congo ••• 

(Gold coin) •. 

Domestic gold 
coin. 

Gold. 

Belgium. • . • • • • • • Domestic gold 
coin. 

Bolivia 

Brazil •••.....•. 

British Eaal Africa 

Domestic,Peru
vian or Uni
ted States 
gold coin, or 
gold bullion. 

Gold. 

Redemption 
in gold exchange •. 

Unspecified foreign 
gold exchange. 

Cheques on Paris, 
London or New 
York. 

Cheques on Belgian 
centres. 

Redemption 
not definitely 

in a gold value 
or definitely 

not 1D a gold value'· 

Cheques or · tele
graphic pay
mentson current 
accounts with 
foreign banks 
in countries 
whose currency 
is stable and ne
gotiable in the 
leading markets. 

Redemption made b:y 

National Bank of 
Albania. 

Bank of Algeria. 

Conversion Office. 

Treasurer of the Com· 
monwealth '• 

(Coins of legal Austrian National Bank. 
currency) '. 

Cheques on fo
reign centres. 
Coin having le
gal currency in 
the Colony. 

Bank of the Belgian 
Congo. 

Unspecified foreign Silver at its gold National Bank of 
gold exchange. value. · Belgium. 

Drafts on New York 
or London. 

Draft or telegraphic 
transfers payable 
in sterling in Lon
don. · 

Central Bank of Doli· 
via. 

Stabilisation Office. 

Currency Board. 



Brilisl GvioraG ••• 

Bul,garia •••••••• 

Canada: 

Redemptloll 
illl014 •• 

DomiDion notes. Gold. 

Bank-notes •••. 

Chile " .....•..•. 

Domestic gold 
coin. 

Domestic gold 
coin orgold 
bullion. 
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Redemptloll 
illl014 u:obaopl. 

Draft or_ telegraphic 
transfers J!&yable 
in sterling m Lon· 
don. 

Foreign gold ex· · 
change •. 

Or at holder's op
tion : Dominion 
nolu. 

Drafts on New York 
or London. 

Ollotabita •• • • • • • • Domestic gold DraftsonNewYork•. 
coin. 

C0614 Ril:tJ : 

Private bank's 
notes • • • • • • • Domestic gold 

International 
Bank's notea0 • 

Conversion Offi. 

coin. 

ce'a notes... Gold. 

C""tlfiiO •••••••• 

DllfiZil •••••••••• 

(Domestic gold 
coin or gold 
bullion)'". 

.Dmturl: • • • . • • . • Domestic gold 
eoin, gold 
bullion, or 
gold in other 
fonn. 

Drafts on New York. 

(Unspecified foreign 
gold exchange)'"· 

Drafts on London u. 

• 
Eevador. • • • • • • • • Domestic gold Drafts on New York 

coin, gold or London. 
coin of Uni-
ted States or 
Great Britain 
or gold ban. 

EIJIPI....... . . . • (Gold) "· 

Redemption 
not 4eflnltely 

ill a gold value 
or 4eftnltely 

not lila 11014 value'. 

Gold or silver 
coin having le
gal currency in 
the Colony. 

Coin having legal 
currency in the 
Colony. 

Redemption macle bJ" 

Board of Commissioners 
of Currency. 

Currency Board. 

National Bank of 
Bulgaria. 

Government. 

Each bank of Issue Ia 
responsible for its own 
notes only. 

Central Bank of Chile •. 

Bank of the Republic 
of Colombia. 

Each Private Bank rea
ponsible for its own 
notes. 

International Bank of 
Costa Rica. 

Conversion Office. 

Bank of Cu~ao. 

National Bank of 
Czechoslovakia. 

Bank of Danzig • 

National Bank In 
Copenhagen. 

Central Bank of Ecua. 
dor, 

National Bank of Egypt.. 



Country. 

E61onia ••.•••••• 

Finland ••••• •••• 

FranctJ •••••••••• 

Fnnch W u!Africa. 

Germany •••••••• 

Great Britain •••• 

(}r~ece ••.•.••.•• 

Guatemala ...... 

Hungary •••••••• 

Iceland ........ . 

India .•... ...... 

Indo-China •••••• 

Irish F1u Stak : 
Legal tender 

notes ••.•..• 

Consolidated 
Bank notes,, 

Redemption 
In sold •. 

Domestic gold 
coin or gold 
bullion. 

Domestic gold 
coin or gold 
bullion. 

Domestic gold 
coin or gold 
bullion. 

Gold bullion. 

Domestic or 
United Sta
tes gold coin. 

(Legal tender 
gold coin) 7• 

Gold. , 

Gold. 
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Redemption 
In sold exchauge •. 

Foreign gold ex· 
changeu. 

Unspecified foreign 
gold exchange "· 

Money which is legal 
tender in France. 

Foreign gold ex
change•. 

Drafts on New York, 
New Orleans, or 
San Francisco. 

Drafts on London. 

AI London Agency : -

I 
Money which is legal 

tender in Great 
Britain. 

In Dublin: 
(Redemption not obligatory) 

Irish Free State Money which is legal 
legal tender tender in Great 
gold coin. Britain, or, if bol

der agrees, drafts 
on London. 

Dumeslic legal lender' 
coin or notes. 

Redemption 
not dolln!tely 

tn & gold value 
or dollnltely 

not .lD a gold value t. 

Redemption made by 

Eesti Pank. 

Bank of Finland. 

-
Bank of France. 

Bank of West Africa, 

Cheques or orders Reichsbank. 
to pay on a 
foreign central 
bank. 

Drafts on other 
foreign'centres. 
Domestic silver 
coin. 

(Legal metal cur
rency.)' 

• 

Bank of England. 

Bank of Greece. 

Central Bank of Guate
mala. 

National Bank of Hun
gary. 

National Bank of Ice
land. 

Government. 

Bank of Indo-China. 

Currency Commission. 

Currency Commission. 

Each bank is responsible 
only for the notes 
issuedbytbeCurren~y 
Commission to it. 



ltiJl!l •••••••.••• 

Japara: 
Japa'll~-· 

Redemption 
ID IIOid •. 

Gold bullion. 

Domestic gold 
· coin. 

-Ill-

RedemptloD 
ID IIO!d exob......, •. 

Unspecified foreign 
gold exchange. 

Cio«n. • • • • • • • Dom~c gold Bank of Japm~ notu. 
coin. 

Taiman • • • • • • • Domestic gold 
coin. 

LlltDia • • • • • • • • • • Gold. 

LillatumitJ u •••••• 

MtJtiogtuetZr •••••. 

M Mtirtique, ?.1" ddovpe, F 
Guiana . and 
Beunio• •••••• 

Maim. . • • • • • • • • Gold. 

' 

Money which is legal 
tender in France. 

Money which is legal 
tender in France. 

Muroct:D ••••••• ,. Money which is legal 

Nethnlmub •..• •• 

N- ZeD1an4 • • • • Gold. 

Palutine ••••••• 

Domestic gold 
coin. 

PMaguag •••• , • • (Gold)'. 

Per.Ut ......... . 

Peru • • • • • • • • .. • (Gold coin) •. 

tender in France. 

Draft. Or telegraphic 
transfen payable 
in lterling in Lon
don. 

• 
(Draft. on New York 
· or London). 

Redeinf.tton 
Dot deftnltel:r 

ID a gold value 
or deftnltel:r 

DOt ID a gold value A 

Domestic legal 
currency. 

Lepl tender '"• 
t.e. gold and 

· silver coin 
and Govern
ment cur• 
rency notes. 

Silver. 

RedemptloD made b:r 

National Bank of If:aly. 

Bank of Japan. 

Bank of Chosen. 

Bank of Taiwan. 

' Bank of Latvia. 

Bank of Madagascar. 

Banka of Martinique, 
Guadeloupe, French 

· Guiana and Reunion, 
each responsible for 
ita OWn note. only. 

Bank of Mexico. 

State Bank of Morocco. 

Netherlands Bank. 

Java_ Bank. 

Each note-issuing bank 
is responaible tor ita 
own note. only.· 

Bank of Norway. 

Currency Board. 

Exchange Office. 

The Imperial Bank of 
Persia • 

Reserve Bank of Peru. 



Country. 

' 

Philippine 
Islands: 

Government 
currency. 

National Bank 
notes ....... 

Poland • ••••.•••• 

Redemption 
In gold 1• 

United States 
gold coin or 
gold bars. 
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Redemption 
1D gold exchange •. 

United States cur
rency in Philip
pine Islands or 
drafts on the 
United States 11• 

Domestic gold coin Unspecified foreign 
or gold bullion,.. gold exchange. 

Portugal • • . • • . • • (LJ!Sga) t'ender 
coin) a. 

Roumania •....•• Domestic legal ten-
• der gold coin or 
gold bullion. 

Unspecified foreign 
gold exchange. 

Salvador • . • • • • . • (Domestic gold 
coin) "· 

Siam .......... . 

Spain• ........ 

Straits Settlements. 

Gold either 
Bangkok or 
abroad. 

in Unspecified foreign 
gold exchange. 

Drafts payable in 
sterling in Lon
don. 

Rodemption 
not definitely 

in a gold value 
or definitely 

Dot in a gold value•. 

At the holder's 
option : silver 
pesos and half
pesos. 

Any lawful mo
neyu of the 
Philippine Is
lands. 

Surinam • • . . • . • • Legal tender 

Sweden • . • . • • • . • Domestic gold 
coin. 

Switzerland ..... Domesticgoldcoin Unspecified foreign 
or gold bullion. gold exchange. 

Turkey • ....... 

. 
Unioo of South 

Africa • • . • • • . • Domestic gold 
coin. 

Redemption made by 

Treasurer of the Phi
lippine Islands. 

Philippine National 
Bank. 

Bank of Poland. 

Bank of Portugal. 

National Bank of 
Roumania. 

Each Bank of Issue res
ponsible for its own 
notes. 

Minister of Finance. 

Bank of Spain. 

Board of Commissioners 
of Currency. 

Bank of Surinam. 

State Bank of Sweden. 

National Bank of Swit
zerland. 

Government and Otto
man Bank • 

South African Reserve 
Bank. 



United Statea of 
Amnia!: 

Redemption 
ID JIO)d •. 

Gold certificates Domestic gold 
coin. 

Silver oertifica-
tes ............. . 

United States 
notes • • • • • • • Domestic gold 

coin. 
Treasury notes 

of 1890 • • • • • Domestic gold 
coin. 

National Bank 
notes ...... .. 

Federal Reserve 
Dotes • • •••• • Gold. 

Federal Reserve 
Bank DOtea •• 

Vencuda ••••••• 

Yugollavia ••••.• 

Gold. 

~otes of 10 pe-
1108 and over in 
gold.) .. 

-U-

Redemption 
ID IIOld e>:ohaotle '· 

Rodemptlon 
not deftnlt.ei:V 

ID a gold Talue 
or definitely 

not ID a gold TalneC. 

Redemption made liT 

. 

Treasurer of the U.S. 

Standard silver Treasurer of the U.S. 
dollars ... 

Or, at holder's 
option,ortandard 
silver dollars ... 

U. S. lawful mo
ney ... 

U. S. lawful mo
ney ... 

U. S. lawful mo
ney ... 

(Notes of under 
10 pesos in gold 
or silver coin)." 

Coin of legal cur
rency. 

Domestic legal 
tender currency. 

Treasurer of the U.S. 

Treasurer of the U.S. 

Each National Bank, 
responsible , for re
demption of own no
tes only; Treasurer of 
the U. S. responsible 
for all. 

Treasurer of the U.S. 

Each Federal Reserve 
Bank, responsible for 
redemption of all Fe 
deral Reserve notes 

Each Federal Reserve 
Bank responsible for 
redemption of only 
the Federal Reserve 
Bank notes issued to 
it. The Treasurer of 
the U.S. responsible 
for all. 

Bank of the Republic of 
Uruguay. 

Each note-issuing bank 
responsible for its 
own notes only. 

National Bank of the 
Kingdom ol Yugo
slavia. 

Note : Brackets indicate that the provisio1111 in question have been enacted but are not yet In force, 
• This table ill •liWiliDBl'Y of the legal redemption qualities of the notes of the countries In question. 

It ill understood that redemption mea1111 redemption to bearer on demand at a ftxed price. No account ' 
ill takea in the table of the minimum amounts for which redemption will be made. In .cases where two 
or more modes of redemption are given, it ill understood, unless otherwise stated, that the option ft8t8 
with the authority making the redemption and not with the bearer. · 

• The fonn in which gold redemption must be made is given In each case. When the form is not 
lpecified in the law, the word "gold" alone is used. 

• When the redemption is made In some other gold currency of the same country, the word& In 
queortioo ue printed In ltalies. Redemption by colonial banlal (or Board&, ae the case may be) In 
the currency of the mother country is considered ae foreign exchange. 
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• In this column are grouped redemptions which are made:· 
(a) In a value which, at the option of the party making the redemption, may or may 

not be a gold value; or 
(b) In a value which is definitely not a gold value. 

1 Argentine : The legal redemption rate is 44 centavos of a gold peso to one paper peso. Redemption 
"'as, however, suspended on December 17th, 1929, 

• Australia : Australian notes are issued, however, by the Commonwealth Bank. 
• Austria, Hungary, Iceland, Para{!.un.y, Peru: The provisions regarding redemption have not yet 

come into force and the notes are still legally inconvertible. 
' • Bulgaria, Greec11 : It is specified that the foreign exchange must be either : 

1. On a country the currency of which by Jaw and in practice is convertible on demand 
at S:fixed price into exportable gold ; or, 

• 2. On a country the currency of which by Jaw and in practice is convertible on demand 
at a fixed price into foreign exchange as defined in 1. 

• Chile: Since September 1st, 1929, the Government has been charged with the redemption of the 
outstanding Government notes and Treasury certificates. 

10 Colombia : This substitution may be made only in time of emergency and with permission of the 
Minister of Finance. 

11 Costa Rica : The notes of the International Bank are inconvertible. 
•• Czechoslovakia : The decree which shall fix the date on which this method of redemption shall 

begin has not yet been issued. 
"Danzig : The redemption rate in the case of the Free City of Danzig is not fixed at a certain figure, 

the only stipulation being that redemption will not be made if the rate be above 19s. 10d. per 25 gulden. 
"Egypt, Salmdor, Ur11quay: Notes have been inconvertible since 1914. 
•• Estonia : It is specified that the foreign exchange shall in practice and in fact be convertible at 

all times on demand into exportable gold at the centre where the exchange is held. 
11 Finland: Must not be more than one per cent above par. 
"Lithuania : Notes are inconvertible and provisions have not as yet been made as regards their 

future redemption. ' 
"Netherlands Indies: The Java Bank has pledged itself to sell gold for export when the exchanges 

require it as long as it is able to do so. · 
"Philippine Islands: The holder may choose either of these forms, but the appro\•al of the Secretary 

of Finance is necessary if redemption is to be made in United States currency. For the explanation 
of the term "lawful money", see under "United States of America" in the Notes • 

. • Poland : The bank shall be required after a certain day, yet to be fixed, to redeem in gold coin 
only. • 

11 Portugal : Notes have been inconvertible since 1891. 
• Spain : The form in which redemption is to be made is unspecified. 
• Turkey : The notes of the Government and all notes at present in circulation of the Ottoman Bank 

are inconvertible. 
u United States of America : Standard silver dollars, being what is called "standard money", are 

not redeemable. United States "lawful money" is also not put into the gold exchange column, for while 
all forms of money are legally convertible into "standard money", "standard money" includes both 
j!old cotn and standard silver dollars. For fuller explanations see under "United States of America" 
in the Notes. 
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Table II. 
COUNTRIES CLASSIFIED ACCORDING TO LEGAL REDEMPTION 1 

REQUIREMENTS. 

Countries which 
are legally required 

to redeem 
only in gold. 

(Argentine). 

Australia. 

Brazil. 

Canada. 

Colombia•. 

Denmark. 

France. 

Great Britain. 

(Iceland). 

Indo-China. 

.Japan •. 

Latvia. 

Mexico. 

New Zealand. 

Norway. 

(Paraguay). 

(Salvador). 

Sweden. 

Union of South Africa. 

United States of 
America. 

(Uruguay) •. 

j 
Countries which 

are legally required 
to redeem only 

in gold or foreign 
gold exchange. 

Algeria. 

Bolivia. 

Chile. 

Costa Rica1• 

(Czechoslovakia). 

Ecuador. 

Finlaild. 

. India. 

Irish Free State. 

Italy • 

(Peru). 

Philippine Islands. 

Poland. 

Ron mania. 

Siam. 

Switzerland. 

See DOta on next page. 

Countries which 
are legally required 

to redeem only in foreign 
gold exchange. 

British East Africa. 

British West Africa. 

Bulgaria. 

Free City of Danzig. 

Estonia. 

French West Africa. 

Greece. 

Madagascar • 

~artinique. 
uadeloupe. 

~rench Guiana. 

Reunion. 

Morocco. 

Palestine. 

Straits Settlements. 

Countries which 
are not legally 

required to redeem 
in a gold value. 

Albania. 

(Austria). 

Belgian Congo. 

Belgium. 

British Guiana. 

Cura~o. 

Egypt. 

Germany. 

Guatemala. 

(Hungary). 

Lithuania •. 

Netherlands. 

Netherlands Indies. 

Persia. 

(Portugal). 

Spain. 

Surinam. 

Turkey •. 

Venezuela. 

Yugoslavia. 
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Note : Brackets about the name of a country indicate that the provisions in question have been 
enacted but are not in force. 

• To bearer on demand. This table takes no cognisance of various classes of money and, conse· 
quently, if the principal currency of a country is convertible into gold, that country is placed in column 
1 etc. 

• Colombia : In time of ell!ergency, the bank, with the permission of the Minister of Finance, may 
substitute for domestic gold coin sight or cable drafts on New York payable in gold coin. 

• Costa Rica: The notes of the Conversion Office are considered as the principal currency. Notes 
of the private banks are redeemable only in domestic gold coin, while the notes of the International 
Bank of Costa Rica are inconvertible. 

• Japan : For the purposes of this table, Japan is regarded as a unit. 
• Lithuania, TuTkey : Notes are inconvertible and no legal provisions exist regarding tlleir redemption. 

In this respect Lithuania and Turkey differ from the other countries in column 4 and accordingly their 
names have been printed in italics. 

• Uruguay : Except notes of under 10 pesos, for which silver coin may also be given. 



Table III. 

LEGAL RESERVE REQUIREMENTS. 

This table deals only with the reserves which are usually called " Gold and Foreign Exchange Reserves ", notwithstanding the fact that 
other metals may sometimes be Included In \hem: The table takes no account of " Commercial Reserves ". 

GoLD RlouRv .. Rooorve not dollnlteiJ In • lf014 value 

Oouot.r. Gold MID I Gold aod 1r0ld or dollnlteiJ not In &lf014 Yr.lue. 
or bullion. uoh......,. 

Por OODt. I PerOODt. PerOODt. I . Compooltlon. 

.dlbania •.•..... 88 .,. (a) Gold coin or bullion • 
~b) Silver coin or bullion. 
c) Foreign values up to 

two-thirds of the88 1/ 1% 
and consisting of 
foreign exchanrn not 
subject to a normal 
fluctuatione • 

. 
.JflgeriG • ••••••••• (11.66) (85) 

. 

A rgmline •..•... 

Awtralia ........ 25 

. 
· LlabUitloo 
to be C'OVerod. 

Bank-notes. 

Bank-notes' plus 
current ac-
counts. 

Bank-notes. 

Addltlonr.l atlpolatlou 
aod remarka. 

The foreign exchange may 
only notes of the Bank' o 
France or assets in Fran 

be 
f 

ce 
payable on demand. Th 
draft law containing th 
provisions wu laid befor 

e 
ese 

e 
the Chamber by the Mini 
ter of Finance on July 5th, 
1929, but baa not yet bee 
voted. 

n 

No fixed gold reserve required. 

.... 
GD 



Awtria .... ..... . 

Belgian Congo •.•• 20 

Belgium ........ . 80 

Bolivia ......... . to 

Before Redemption becomes Obligatory. 

Gold. silver and token mo
ne_y. May incl~de fo· 
retgn exchange m cur
rencies not subject to 
extraordinary fluctua
tions. Credit balances 
and cash deposits abroad 
must be at sight and in 
banks of unquestioned 
solvency. A minimum 
of25 million gold crowns 
in foreign credits must 
be held at all times, 
unless this figure is 
decreased by the board 
of directors. 

After Redemption becomes Obligatory. 

38 .,. 

10 

Same as above, with 
exception that foreign 
credits of 25 million 

• gold crowns are no 
longer required. 

Domestic ••1 ver coin in 
the vaults of the Bank. 

Bank-notes plus 
sight liabilities 
minus the sum 
represented by 
the Govern
ment Loan 
Debt to the 
Bank. 

Bank-notes plus 
sight liabilities 
with Govern· 
ment Loan 
Debt no longer 
deducted. 

Bank-notes. 

Total sight lia· 
bilities, 

Bank notes plus 
deposits. 

Dating from opening of Bank 
(January 2nd, 1928) until 
redemption becomes obli· 
gatory, reserve ratio required 
to be: 

1st 5-year period • • • • • • 20 <y9 2nd • • (present) 24 % 
Srd • • ..... 2s% 
Remainder oftime •.• 83 1/ 1% 

The foreign gold exchange i1 
unspecified. 

The foreign gold exchange is 
unspeci lied. 

The foreign exchange may t'.on· 
sist only of deposits in first· 
class banksinNewYorkand 
London payable in gold 
within three days. 

-<Q 



GoLDRRRIIRV.. 

Gold coin I Oold and 1<0ld 
or bullion. exohalllfOo 

Per oent. ' Poroont. 

Brasil •......... 

Briti811 EMI AjriM 

Briti811 Guillfla • •• 

Britis11 Jf esl Afriw 

Bulgaria , •• , , • • • 88 1/ 1 

Canada : 
Minister of Fi· 

nance • • • • • • 25% on cir
culation 
up to 50 
million 
dollars; 
100%on 
circula· 
tion over 
50 million 
dollars. 

Banks of Issue. 5% held in 
"Circula· 
tion 
Fund". 
Unspeci· 
fied a
mount 
held in 
"Central 
gold re· 
no••r-!'-~ 

Rooorvo not doftnltoly lu a I'Oid valuo 

or doftnltoly not In a I'Oid value. 

Per oent. 

Indefinite. 

Oompoolt.loD. 

No specified composition. 

Coin which Is legal tender 
in the Colony. 

Indefinite. No specified composition. 

Llabllltloo 
to be ooverod. 

All currency. 

Currency notes. 

All currency. 

Bank-notes plus 
other sight 
liabilities. 

Dominion notes 
(obligations of 
the Govern· 
ment). 

Bank-notes (lia· 
bilities of the 
bank which 
issued them). 

Additional ot.lpulatlono 
and remark• 

At pre.ent there lfl no required 
reserve ratio. 

All revenues of Currency Board 
must be paid into Reserve 
Fund, a portion of which 
must be kept in liquid form. 

The Governor, after obtaining 
authority from the Secre
tary of State, may reduce 
this proportion. 

All revenues of Currency Board 
must be paid into Reserve 
Fund, a position of which ~ 
must be kept in liquid form. 

For the classes of foreign gold 
exchange admitted to the 
reserve see the note on 
Bulgaria. 

Dominion notes may also 
be issued against approved 
securities. In addition, 
810,000,000 of Dominion 
notes stand issued without 
reserve.· 

Total notes of any bank in 
circulation must not exceed 
bank's unimpaired paid-up 
capital plus gold coin and 
Dominion notes in "central 
gold reserves" except be
tween September 1st and 
!\larch 1st, when· they may 
be in excess by 15 %. 



Minister of Fi· 
nance ... ... .-

Chile ••••••••••• 

Colombia •••.••• 

Costa Rica: 
Private Banks • 

International 
Bank. 

Conversion 
Office .••• 

CutafllO •••••••• 

Czechoslovakia ••• 

--- ..... ~. 
40 

10 

50 

86 60 

50 

25 

12 1/ 1 

88l 

12 1/, 

Coin and bullion. 

Foreign bank-notes, or 
current coin, or foreign 
exchange on the prin· 
cipal banking centres in 
Europe and America. 

Bank reserve 
proper against 
total liabilities. 

Savings Bank 
deposits. 

Bank-notes plus 
deposits. 

Bank-notes and 
deposits. 

Bank-notes of 
each of the 
banks of issue 

Notes of the 
Conversion 
Office. 

Bank-notes. 

Bank-notes plus 
sight liabili
ties. 

Each bani<:: must: hold not less 
than 40 % of its cash reser
ves in Canada in Dominion 
notes. 

This reserve must be made up 
of gold or gold and Canadian 
securities guaranteed by the 
Government of the United 
Kingdom. In practice this 
reserve is always held in gold. 

The foreign exchange may 
consist only of sight depo
sits in first-class banks in 
New York and London 
payable in gold. 

The foreign gold exchange 
must be in the form of 
demand deposits in banks of 
high standing. 

The International Bank is not 
required to hold any fixed 
reserve against its notes. 

The foreign exchange must be 
sight drafts_ on New York. 

The reserve ratio must be : 
at end of 1929 . • .. • 25 °/0 

• • 1980 ..... 80 .,. 
I I 1935 , , , , • 85 °/o 



FTte City oJ Darung. 

Denrllat'k ••••••• 

Ectlndor •• 

Egypl .........• 

Estonia •.••.•.•• 

oor.n Rt::a~:nva. 

Oold t~oln I Oohl and ~roltt 
or butuou. u.oluuuro. 

l't~r cent.. I Per oent.. 

80 %(12% 
%of no· 
tes to be 
held In 
gold specie 
which is 
legal ten· 
der at Its 
nominal 
value). 

83 '/• cy9 on 
c•rcuJa· 
tlon ur. 
to~ mal· 
lion gul
den; 100 
%on cir
culation 
over~ 
million 
gulden. 

50 

50 

RoeorYe not doOoltely In. rold YAiua 

or doftuttoly not In a wold vo.luo. 

Por oent. 

20 

Compo•ltlon. 

Domestic fractional coins 
at face value. The 
Bank's non-interest• 
bearing demand balan· 
ces with the Bank of 
Norway and the Swe· 

'dish Riksbank, less the 
Bank'~ debt to these 
two Banks, and the 
Bank's non-Interest
bearing giro aceourat 
with the Reichsbank. 

. 

LlabllltiOI 
to ba ooverod. 

Bank-notes 

Bank-notes. 

Bank-notes plus 
deposits. 

Bank-notes. 

Bank-notes plus 
other sight lia
bilities. 

Additional otlpulatlooo 
an4 romark1. 

The foreign exchange may be 
only notes of the Bank of 
England or sight asoets In 
sterling with the Bank of 
England. 

The foreign exchange may 
consist only of deposits in 
first class banks in London 
and New York payable in 
gold within three days. 

In the Bank statutes, the 
reserve was fixed at 50% 
gold, but on October 8oth 
1916, the Government au 
thorised the issue depart 
ment to hold British Trea 
sury Bills in lieu of gold. 

The foreign gold exchange may 
. include only net balances 
with banks abroad, foreign 
bills of exchange not 
exceeding 3 months, and 
obligations of foreign Go
vernments. _not - t'xeeeding 

-6 months. 



Finland .......• 

France •........ 

FTench W ut Africa. 

GI!Tm/Jny •.•••••• 

GTeal Brilain • ••• 

800million 
marks. 

85 

80 

100 

1.00 

100 

88'/. 

Bills payable abroad, 
foreign bonds quoted on 
foreign stock exchanges, 
interest coupons in 
foreign currency which 
have fallen due. foreign 
bank-notes. 

Undisputed balances of 
the Bank with its foreign 
correspondents, together 
with the 800 million gold 
marks. 

All bank-notes 
plus other sight 
liabilities up to 
1,200 million 
marks. 

Bank-notes plus1 
other sight 
liabiliti'es to
talling over 
1,200 million 
marks. 

Bank-notes plus 
current credit 
accounts. 

Bank-notes. 

Bank-notes,bills of exchan- Bank-notes. 
ge having not more 
\han 14 days to run, 
cheques, and day to day 
claims payable in fo-
reign currency. 

Sight deposits in Germany 
and abroad, chequf's on 
other banks, bills of 
exchange(80-dayorless), 
claims recoverable on call 
secured by pledges. 

Other sight liabi
lities, with the 
exception of 
reparation ac
counts. 

Bank-notes above 
fiduciary issue 
of 260 million 
pounds. 

The exchange may include 
only French legal tender 
coin, deposits in gold cur
rencies, and a special non
interest-bearing account 
with the French Treasury. 



OULD R•aava. 

Ooltl ""'n I Ooltl and wulcl 
or b"lllun. u.oluuur.._ 

l>er oout. Per oant. 

Grt'tte ·•. • • •. • •• 

Gualtmala •• , • • . lll % In 
guld coin. 

Htl"lttrfl· I •••••• 

I 

1.50% in I guld coin. 

88.01 

2 ... 11 

I 

R__.• not doftnltolr In a Jo14 value 

or 4oftull.olr not Ill &Jol4 vAiua. Ll&bUit.loo 
to be oovorod, 

Per oont. Oompooltlon. 

1.88 Silver coin. 

.88 Silver coin. 

Bank-notes plus 
other sight lia· 
bllities. 

Bank-notes. 

Deposits paya
ble at aight 

i or within 80 
, days. 

Before Redemption becomes Obligatory. 

24 Gold, silver and token Bank-notes y>lus 
money. . May include Bi!Jht liabilities 
foreign exchange in cur· mmus the sum 
renciea not subject to represented by 
extraordinary fluctua- the Govern-
tiona. Credit balance• ment Loan 
andcashdepositsabroad Debt to the 
must be at sight and In Bank. 

, banks of unquestioned 
solvency. A minimum 
ol25 million gold crowns 
in foreign credits must 
be beld at all times, 
unless this figure is 
decreased by the board 
of directors. · 

After Redemption beoomes Obligatory. 

83'/. Bank-notes plus 
s~ht liabilities 
w1th Govern· 
ment loan debt 

Additional atlpulutlollll 
and romarkl. 

For the classes of foreign. gold 
exchange admitted to the 
reserve 1ee the note on 
Greece. 

'J'he foreign exchange must be 
in the form of deposits in 

' first class credit inatitutions 
abroad, payable at eight In 
gold. 

(Same as above.) 

Dating from openiDg of Bank 
(June 24th, 1024) until 
redemption becomes obliga. 
tory, reserve ratio :required 
to be: 

. % 
1st 5-year penod • • • • • • • 20 
2nd • • (present) 24 
Brd • • a 28 
Remainder of time ••••• 81l'/0 

Same ·as above, with ex
ception that foreiJPl 
credits of 25 milhon 
gold crowns are no 
longer :required. . no longer de

ducted • .__ _ __,!-



Iceland • . . . . . . • • 75 % of 

India 

Indo-China ••••• 

Irish Free State . • 

Italy ••.•.•.••.• 

Japan: 

- total 
reserve 
of 3/8. 

Japan proper.. 75 % on 
circula
tion 
over 120 
million 
yen (in 
practice, 
this re
servehas 
been held 
at 100% 
since 
1905). 

33 .,. 

100 

10 

loll 

25% of 
total 

reserve 
of 3/8. 

100 

Demand deposits in for- Bank-notes. 
eign banks sanctioned 
by the Minister of Fi-
nance. The Bank may 
at present be permitted 
to hold more than 25% 
of the total reserve in 
this form. 

Rupees, silver half-rupees 
and gold bullion; the 
sum expended for the 
purchase of silver bul
lion ; and securities (not 
to exceed 1,000 million 
rupees) of the United 
Kingdom, the Govern
ment of India, or those 
issued by the Secretary 
of State for India in 
Council. 

Currency notes. 

, 

Bank-notes plus 
sight deposits. 

Legal tender 
notes. 

Consolidated 
Bank notes. 

Banl<-notes plus 
other sight lia
bilities. 

Bank-notes. 

-~-~-----

Although the required reserve 
ratio is three-eighths, the 
reserve may never be allow· 
ed to fall below 2 million 
kronur. ' 

These are temporary provi
sions which are at present 
in force. For the perma
nent provisions envisaged by 
present law, see the note on 
India. 

The foreign gold exchange is 
un~pecified. 

This is known as the Legal 
Tender Note l<'und. 

This is known as the Note 
Reserve Fund. 



('\>Ullt.f)'• 

JaJiatl (rontinuro): 

Chosnt ....... .. 

Tntit'<HI ••••••••• 

Lattin ........•• 

LilhUQflia ••••••• 

lU cuJagiJ8CM ••• • 

Martinique •..... l 
Gtuukloupe •••.• { 
French Guiaoa .• \ 
Reunion •.••.••• , 

Mt:rico 

Uold rotn I Oold and &'Old 
or hnlllun. ex:fiiUmflt", 

JlotorYe oot 'lollnlt.oly In a Rold \'aluo 

or dollnttol:r not In • l'nld value. 

Per N~nt.. I Per oont. J Per oent. I Oompo11ttton, 

25 

88'/. 

50 

'75%on cir
culation 
over 50 
million 

25o/oon clr· 
culntlon 
OVt'r 50 
million 

yt>n. yen. 

831/o 

IOOo/oonclr
culntlon 
over 20 
million 
yen. 

50o/oon first 
100 mil· 
lion lats. 

75o/oonnext 
50 mil· 
lion lata. 

IOOo/oonany 
thing over 
I 50 million 
lats. 

83 1/. 

Silver bullion. 

Gold and allver coin or 
bullion. 

Gold or stable and sure 
foreign currencies. 

Gold or stable and sure 
foreign currencies. 

Gold or stable and »ure 
foreign currencies. 

Unspecified. 

LlabiiiUoa 
to be covered. 

Bank-notea. 

Bank-notes. 

Bank-notes. 

Bank-notes. 

Bank-notes. 

Lat Treasury 
notes (obliga
tions of the 
State). 

Bank-notes. 

Bank-notes. 

Bank-notes of 
each bank. 

Bank-notes. 

Ad•IIUonal oUpulaUono 
and rornark1, 

The only exchange lnclucled In 
thio reserve is Uank of Jap11n 
notes. 

The foreign gold exchange may 
include only French legal 
tender coin, sight deposits 
convertible into gold, and 
a special non-interest-bear
ing account with the French 
Treasury. 

From this reserve may be de· 
ducted the amount of gold 
held bv the Bank as a reserve 

--aooa1nA't aenos.its._ 



MOf'OCCO • ••• •. • • 

N e/Mrlarnh •••.• 

Netherlands In· 
diu ••••.•.•.• 

New Zealand •.• 

Norway •..•..•• 

Palelltine .....•• 

Paraguay •.••..• 

Perllia •.•..•..• 

Peru ••••••••••• 
' 

11.11 

100% on cir· 
culation 
over 250 
million 
kroner. 

50 

nc:st:::rve unaennea, except. .uank·notes. -
that one· third of it must 
be kept in gold bullion 
or gold coin. 

Coin and bullion. 

Coin and bullion. 

Bank·notes,bank 
assignations 
and demand 
deposits. 

Total demand 
liabilities. 

Bank-notes. 

Indefinite. No specified composition. All currency. 

Total demand 
liabilities. 

The r«-serves held by the note· 
issuing banks are governed • 
by their own Private Acts, 
Royal Charters or !..etters 
Patent .. 

If unusual circumstances de· 
mand, the King, with the 
approval of the Storting, 
may authorise the issue of 
additional notes subject to 
the payment of a tax by the 
bank. 

All revenues of Currency Board 
must be paid into Reserve 
Fund, a portion of which 
must be kept in liquid form. 

No fixed gold reserve required. 

There is no required reserve 
ratio. 

The foreign exchange may 
consist only of balances in 
dollars in New York or in 
pounds sterling in London 
convertible on demand into 
freely exportable gold. 



o.nmtr)". 

Ph ilii'Jiill~ I slmuls: 
Tn-llsul't'r of the~ 

l'hilippine 
lslnnds ...... 

Philippine Na· 
tional Bnnk •• 

Poland .......... . 

Portugal ........ . 

Ro"mania •.•... 

SaltVJdoT •.•.•••• 

St.am •••.•. • ••.. 

""'• ••n~ I 
Uohl N'llll I Oold atulRtlld 

or bnlllnu. ext'h"•uru· 

Per ot~nt. I Por oont. 

80 

25 85 

40 

20 

Jlooo"o not doftnltolr In &tJOid value 

o~ doftnltoly not In a trold vahto, 

·Per oont. 

211 

100 

100 

Oompo1ttton. 

Composition not specified. 

Philippine silver coin. 

All the promlsoiory notes, 
drafts and bills of ex
change Issued or drawn 
for agricultural, Indus· 
trial or commercial pur
poses purchased or dis
counted by It, as well as 
the proceeds thereof. 

Gold, gold securities, cash 
placed on call and 
payable in the currency 
of a gold standard coun
try, and baht coins. 
Proportions not speci· 
~~ 

LlabUltloo 
to bo covorod. 

Coin and Trca· 
aury ccrtillcatcA. 
Treasury ccrtill· 

cates. 

Circulating no
tes. 

Bank-notes. 

Total sight liabi· 
lities. · 

Bank-notes of 
each of the 
banks of issue. 

Sight deposits of 
each of the 
banks of issue. 

Notes( obligations 
of the Minister 
of Finance). 

-----·1.-. 

Additional •tlpulutloJtl 
and remark•. 

This Is the "Gold Standard 
J4'un<l". 

This is the "'l'reaHury Ccrtill· 
cate l<'und". If the silver 
coin Is needed for circulation 
gold coin may temporarily 
be substituted for it. 

The reserve may contain silver 
at its gold value; but this 
item must not exceed II % 
of the holdings in gold. For 
the classes of foreign gold 
exchange admitted to the re
serve see the note on Poland. 

The reserve requirements vary 
for each issue. See the note 
on Portugal. 

The foreign gold exchange is 
unspecified. 

Must be held in United States 
gold coin. • 

Must be held in United States 
gold coin. 



Spain ••• , •••••• 

50 

SITaiiB Selllemenla 

Surinam •••••••• 

Sweden • • • • . • • • 50% on cir
culation 
over 250 
million 
kronor. 

10 

40 

80 

Domestic legal tender sil
ver coin. 

Domestic legal tender sil
ver coin. 

Bank-notes not 
exceeding 
4,000 million 
pesetas. 

Bank-notes ex
ceeding 4,000 
million pese
tas but not 
exceeding 
5,000 million 
pesetas,unless 
mcreased to 
6,000 million 
pesetas by 
special autho
risation. 

Gold and silver current Currency notes. 
coin, deposits with the 
Bank of England, or 
Treasury bills. 

Coin and bullion. At least 
one-half of required mi
nimum must be domes
tie legal tender coin. 

Total demand 
liabilities. 

Bank-notes. 

The silver current coin must 
not amount to less than one
tenth of the notes in circu
lation. 

The gold reserve must not be 
inferior to 150 million kronor. 
Under exceptional circum
stances, the King and the 
Riksdag acting together may 
authorise the fiduciary cir
culation to be increased by a 
maximum of 125 million kro
nor, but the bank is bound 
to withdraw the excess as 
soon as possible. 



Slvilul'lalld •••.• 

Tvrkty ........ . 

Union oJ So111l1 
.A.frica • • . • ..•. 

United Stala oJ 
America: 
Treasurer of the 

United States. 

National Banks. 

Federal Reserve 
Banks ...... . 

OoLD RaoBI'In. 

Oold ~oln I Oold and rold 
or bullion. exob~lllO. 

Por oont. 

100 

150 million 
dollars. 

Poroont. 

R01orva not daftnltelr In a raid valuo 

or dollnltelr nat In a rold vo.tuo. 

Per oont. 

8 

100. 

100 

100 
II 

85 

Oompoalt.lon. 

Silver epecle. 

Standard ailver dollars. 

Standard eilver dollars, 

The 100% reserve is held 
in registered bonds of 
the United States, the 
II % reserve in Ia wful 
money of the United 
States. 

Reserve held in gold or 
lawful money of the 
United States. 

Ll&biiUIN 
to bo oovored. 

Bank-notes. 

Bank-notes . 

Deposita and 
bills payable 
(South African 
lleserve Bank), 

Gold certificates. 

Silver certificates. 

United States 
notes. 

Treasury notes 
of 1800. 

National Bank 
notes. 

Federal Reserve 
notes. 

Deposita in Fe· 
deral Reserve 
Banks. 

A.ddlt.lonal otlpulatlono 
and remarka. 

There are no required reserve• 
a~ainot the present note 
Circulation. 

Actually, the reserve stands 
at 1152,977,086.63, a figure 
fixed by custom. 

co 
Q 



----------T--------,r-~ ·~ 
• 

UnJ.g-u,ay ••.•...• 

Y en.e:zuela • . . . • . • 83'/. 

Yugoslavia • .•••. 

100 
5 

83 1/a 

The reserve regulations for 
these notes are parallel 
to those governing Na· 
tional Bank notes, but, 
as they are being with
drawn from circulation, 
lawful money to their 
full value has been depo
sited with the Treasu
rt>r ofthe United States. 

F~de-;,., Reserve. 
Bank notes. 

Total demand 
liabilities. 

Bank-notes of 
each of the 
banks of issue. 

Gold and silver In the Bank·notes. 
bank and on deposit in 
foreign countries. Pro-
portions not yet fixed. 

co .... 
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Table IV. 
LEGAL REQUIRE.\l.ENTS REGARDING PLACE OF DEPOSIT OF GOLD RESERVES. 

PLACB PL&.CB OJ!' DKPOSJT SPIICD'Ilm. 

OF 
DBPOSIT Bntlre gold reserve Gold deposited Gold deposited ora certain Gold In ti'II.D8it 

NOT apecllled proportion In other banks ma7 In a Mint ma:r be lnoluded 
or it must be held be Included may be lnoluded 1n the reserve. SPBCIFIBD in the Bank. inthereeerve. iD. the reserve.. 

AI bani&. Bolivia. 
(Banks ot high staudlnc 

AJ,oeria. ' in New York or Lon .. 
don.) 

British Guiana 
Argentine. (100 'l(,). 

Bulgaria. Bulgaria. Bulgaria. 
Aostralia. (Only Cen!.nll Banks.) (A.o7Mint.) (Unspeoilled tnuudt.) 

Chile. 

Austria. 
Colombia (100 'l(,). 

(An:r fust-claaa (orelgu 
banks.) 

Belgian Congo. Costa-Rica . 
(100 ~). 

Belgium. 
~ (100%). 

Derunark. 

Brazil. Ecuador. 
(Qnl7 Danlah llllnt.) 

British East .Africa. 
(An7 llrst.-cl- forelgu 

banks). 
Estonia. Estonia. Estonia. 

British West Africa. 
(OnlT Central Banks.) (An7 llllnt.) (To or from Bank.) 

Finland. 

Germany. 
(For aooount of Bank.) 

Canada. 
(An7 ro..,;gu oentral note· 

C:recho&lo-m 
isAuiDc bank.) 

Greece. Greece. Greece. 

Guatemala 
(Onl7 Central Banks.) (An7 llllnt.) (Unspecllled transit.) 

Danzig. (100 %). 

Egypt. 
Iceland. 
(To the Bank bot not 

In e:<CMO of 300,000 
F'Ianre. Indo-China (100 %1 

ltr6nur.) 

Freoch WestAfrica. 
Lithuania. 
(An7 benb.) 
Mexico. Mexico. 

Great Britain. 
Netherlands. 

(Any (orelgu banks.) 
Netherlands. 

(To the Balik.) 

Hungary. (~0 % ol 40 "' re-_... .. , (An7 banka.) 

India; Netherlands Indies. 
(80 %of 40 %.....,....must be held In Netherlands Indleo). 

lriah Free Stat,e. Norway. 
(Onl7 Nonrestan 

Italy. Peru uoo %1. 
.Mint.) 

.Japan. 
Philippine Islands • 
<UDSt>eCtlled proctoa 

1n Federal rYe 

Latvia. 
Banka or Member 
Banko ol Federal 
Reoorve Syotem ID 

Madagaacar. Poland. 
the U. 8.). 

Poland. 
(88J %ot40 ~- <An7 banks.) 

Mrl'e.) 
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PLACE PLACB 0:1' DEPOSIT SPBCII'IRD. 

OF 
DEPOSIT Entire gold reserve Gold deposited Gold deposited 

Ol' a certain 
NOT specified proportion In other banks m&J' In a .Mint Gold In transit 

of it must be held be included may be included may be included 
SPECIFIED in tho Bank. in the reserve. in the reserve. in the reserve. 

Martinique. Roumania. 
(Any foreign banks.) 

Salvador uoo %). Guadeloupe. 
Spain. 

French Guiana. - (Not more than S % of 
r~erve; foreign cor-
respondents or agen-

Reunion. cies). 

·Morocco. 
Surinam. 

(75% of30% reserve must be hold In Surinam.) 

New Zealand. 
Sweden. 

(All of the gold must be situated In Sweden oxoept 15 ~ of total reserve 
which may be hold abroad or In transit to bank.) 

Palestine. . Switzerland(IOO %) • 

Paraguay. 
Union of South. Union of South Union of South 

Africa. Africa. Africa. 
(Not more than 10 % (The Pretoria Mint.) (Unopecllled transit.) 

Portugal. of 40 %reserve; any 
foreign banks; con-
sent of 'Treasury re .. 

Siam. qulred.) 

United States of 
Straits Settle- America•. 

ments. Uruguay. 
(A mmimum of 65 

Turkey. million pesos.) 
Venezuela (IOO %>. 

Yugoslavia. 
(A.n7 foreign banks.) 

1 Philippine Islands : Only the reserve called the" Gold Standard Fund" is considered in this table. 
Gold coin, temporarily substituted for silver coin in the Treasury Certificate reserve mjiSt be held in the 
Insular Treasury in Manila. 

1 United Stales of America: the gold deposited against gold certificates as well as the gold reserve 
of the United States Notes must be held in the Treasury. Of the 40 % gold reserve agninst Federal 
Reserve Notes, at least 5 % must be deposited with the Treasurer of the United States and held in the 
Treasury. 

3 
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Table V. 

LEGAL REQUIREMENTS TO PURCHASE GOLDt AND TO MINT GOLDl, 

Oountri011ln whieh 
there- a legal 

~equlremont to purobaae 
BOld at .. lind prioe. 

&gen. tine. 

Austrla. 
BelgiaD Congo. 

Bolivia. 
BraziL 

- (Czechoslovakia). 

Denmark. 
&luad<n. 

Gennany. 
Great Britain. 

Hu~~(lce ). 
India. 
Indo-China. 
(Irish Flee State) •. 

Oountriee In which 
thore- a legal 

requirement to purchase 
foreign gold exchiUllfe 

at a llxed price. 

, 

Belgian Congo. 

Bolivia. 

Bulgaria. 

Da • I BZJg • 

Ecuador. 

Estonia. 

Greece. 

Irish Flee State •. 

For notes, aee next page. 

Oountrieo In which 
tbereexlsta 

a legal requirement 
to mint gold 

preoented b:y private penoD& 

Argentine. 

Australia. 
Austria. 

Belgium •. 

Canada. 
Chile. 
('.olom bia. 
Costa Rica•. 

(Czechoslovakia). 

Deiunark. 
Ecuador. 

Finland. 
(Fralll'e). 

Gennany. 

Guatemala. 
(Hungary) •. 

(Irish Free State) •. 

Japan. 
latvia. 

Mexico. 

OountriM In Wbiob 
there exllte 

no legal purchaae 
price for !(Old I, 

Albania. 

Algeria. 

British East Africa. 
British Guiana. 
British West Africa. 

Cuba. 
clll"&\'&0. 
Czechoslovakia. 

Egypt. 

French West AtricA. 

Iceland. 

Italy. 

Lithuania. 
Madagascar. 
:Martinique. 
Guadeloupe. 
French Guiana. 
Reunion. 



Countries in which 
there exists a lega.l 

requirement to purchase 
gold at a ftxed price. 

Norway. 

Philippine Islands. 
Poland. _ 

Siam'· 

Sweden. 

United States of America. 
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Countries ln which 
there exist.. a legal 

requirement to JIUrchase 
foreign gold exchange 

at a fixed price. 

Philippine Islands. 

Siam'· 

Countries In wblch 
there exists 

a ltgnl requirement 
to mint gold 

presented by private pel'BOM. 

Netherlands. 

Norway. 

Peru. 

(Poland). 

Spain. 

Sweden. 
Switzerland 1• 

Union of South Africa. 
United States of Ame

rica. 

Countries in wblch 
there exists 

no legal purchase 
price for cold 1• 

Morocco. 

Netherlands Indies. 
New Zealand. 

Palestine. 
Paraguay. 
Persia. 

Portugal. 
Roumania. 
Salvador. 

Straits Settlements: 
Surinam. 

Turkey. 

Uruguay. -
Venezuela. 
Yugoslavia. 

Note : Brackets about the name of a country indicate that the provisions in question have been 
enacted but are not in force. 

l On demand at any time from anyone and in the case of purchase, at a fixed price. 
1 Either direct (resulting from a legal obligation to purchase gold at a fixed price) or indirect (resulting 

. from a legal obligation to mint gold presented by private persons). 
1 Belgium: this requirement is entirely theoretical as it is based upon the fact that no change has 

as yet been made in the system which existed before the war ngarding gold coins. The coins in question 
circulate legally for only their face value while, as a result of the monetary reform, their intrinsic value 
is approximately seven times greater. 

• Costa Rica : an authorisation from the Minister of Finance is necessary in each case. 
1 Danzig :the purchase price of foreign gold exchange is not fixed at a certain figure, the only 

stipulation being that it must not be higher than £1.0.1 per 25 gulden. 
I Irish Free State: it is provided that the Minister of Finance;with the concurrence of the Currency 

Commission, will fix a day on which the purchase of bullion for minting by him shall become obligatory, 
but, if the Currency Commission so requires, it alone shall be entitled after that day to deliver gold 
bullion for tbb purpose. It is further provided that the Currency Commission will be required to 
purchase gold bullion after that date. The Curnncy Commission is at present required to purchase 
money in any form which is legal tender in Great Britain. 

• Siam : the Minister of Finance has the choice between the purchase of gold and foreign gold 
exchange. . 

1 Switzerland : the approval of the Department of Finance is necessary in each case. 
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Table VI. 

LEGAL RESTRICTIONS ON THE EXPORT AND 11\IPORT OF GOLD. 

Uorntricted. j 
In all countries except I 

Persia. 

Unrestricted. 

Algeria. 
Argentine. 
Australia. 
Austria. 
Belgian Congo. 
Bel~um. 
Bolivia. 
Brazil. • 
British East Africa. 
British Guiana. 
British West Africa. 
Bulgaria. 
Canada. 
Chile. 
Colombia. 
Costa Rica. 
~- . 

Czechoslovakia. 
Danzig. 
Ecuador. 
Estonia. 
Finland. 
France.· 
French West Africa. 
Germany. 
Great Britain. 
Guatemala. 
Hungaey. 
Iceland. 
India. 
Indo-China. 
Irish Free State. 
Italy. 
Japan. 
Latvia. 
}ladagascar. . 
Martinique, Guadeloupe, 

French Guiana, Reunion. 

IMPORT OF GOLD. 

Restril'ted. 

Persia : the import of gold bullion is subject to a Customs 
duty of 8 %· 

EXPORT OF GOLD. 

Cuba. 

Mexico. 

Paraguay. 

Persia. 

Poland. · 

Portugal. 

Roumania. 

Salvador. 

Turkey. 

Yugoslavia. 

Albania. 

Egypt. 

Lithuania. 

Spain. 

Restricted. 

Export prohibited. 

Special authorisation from the Government 
required for each exportation. 

Denmark : export is ,Permitted only to such countries where 
the Central Bank IS bound to buy and sell gold and from 
where there is free export of gold to Denmark. . 

Greece : export is permitted only by the Bank of Greece. 

Netherlands :the Netherlands Bank has the right to approve 
the destination of export. In any event export may be 
made only to countries which permit export. 

• 



Unrestricted. 

Morocco. 
Netherlands Indies. 
New Zealand. 
Palestine. 
Peru. 
Philippine Islands. 
Siam. 
Straits Settlements. 
Surinam. 
Sweden. 
Switzerland. 
Union of South Africa. 
United States of America 
Venezuela. 
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EXPORT OF GOLD. 

Restricted. 

Norway : export is permitted only to countries whose Central 
Banks redeem their notes in gold and who allow free 
export of gold to Norway. 

Uruguay : Export is prohibited with the exception that the 
Bank of the Republic of Uruguay may export its gold 
reserve which is in excess of fifty-five million pesos. 



NOTES SUMMARISING 

THE LEGISLATION ON GOLD 
. 

IN VARIOUS COUNTRIES 
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ALBANIA. 

REDEMPTION, 

The National Bank of Albania, at its head office, is required to redeem its notes on demand 
in one of the following forms, the option resting with the Bank : 

(a) In the gold coin of Albania; 
(b) In foreign exchange which is freely convertible into gold on the demand of 

the holder; · · 
(c) In cheques or telegraphic payments on current accounts with foreign banks 

in countries whose currency is stable and negotiable in the leading markets. (Statutes 
of the Albanian National ~ank : Article 24.) 

RESERVE. 

The Bank is required to keel? a metal reserve of not less than 83j % of its notes issued, 
consisting of either gold or silver m the form of either bullion or coin. 

If the Board of Directors so decides, it may hold up to two-thirds of this reserve in foreign 
values, provided they are absolutely safe and stable. Foreign values for this purpose may 
consist of : 

(a) Foreign bank-notes not subject to abnormal exchange fluctuations; 
(b) Foreign Treasury obligations payable in gold or exchange as in (a) and of 

not more than three months' term; 
(c) Bills of exchange of not more than three months' term payable in exchange 

as in (a) in the leading money markets of Europe and America and carrying the 
signatures of two persons or one firm of unquestioned solvency. 

Assets and funds immediately available without any restrictions, deposited in establishments 
of unquestioned solvency in the Ieadin~ money markets of Europe and America, shall likewise 
be regarded as foreign values. (LeaJ ctt. : Article 22.) 

If the reserve ratio falls below the reqnired minimum of SSl %, the Bank must increase 
the rate for discount and all other operations as follows : 

I %if the reserve is between 8I~ %and 83~ %; 
I~ % for each further reduction of I~ %· (Lea: cit. : A1·ticle 23.) 

Place of deposit : The Board of Directors shall decide where the metal reserve is to be 
held. (Lea: cit. : Article 22.) 

PuRCHASE oF GoLD. 

The Bank is not required to purcllase gold offered to it. 

MINTING oF GoLD. 

The Bank, which alone has the minting privilege, is not required to accept gold for mintin!f 
on demand. (Lea: cit. : Article I5.) 

EXPORT AND IMPORT OF GoLD. 

For the export of gold a special authorisation is necessary in each case. 
The import of gold is unrestricted. 
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ALGERIA 

R.EDEMPTIO~. 

The Bank of Algeria is required to redeem its notes on demand at a fixed price in gold bars 
deliverable in Paris. Redemption will not be made of an amount of less value than the value 
of one gold bar. If the reasons are fully justified, the Bank will, in exceptional cases, .make 
redemption in gold bars in Algiers. but in this case the expenses of shipping the gold to Algiers 

. must be borne by the person demanding the redemption. • 
The Bank redeems its notes in cheques on Par1s, London or New York at the daily rate, 

if so requested. (Instructions sent by the Director General of the Bank of Algeria to the Bank's 
branches.) - • 

REsERVE. 

The Bank of Algeria is required to hold a reserve equal to 85 per cent of its notes in 
circulation, plus its current accounts. This reserve must consist of : 

(a) Gold bullion; 
(b) French or Tunisian gold coin; 
(c) Notes of the Bank of France; 
(d) Assets in France payable on demand. 

A minimum of one-third of the reserve-i.e., 11.66 per cent of the Bank's notes in circulation, 
plus its current accounts, must be held in gold bars. or French or Tunisian gold coin. (Draft 
Law 1 reforming the 1\lonetary Statute of the Bank of Algeria : Article 1.) · 

For temporary periods, the reserve ratio may be allowed to fall below 85 per cent, on 
condition that the Bank pay to the Government a graduated tax on the deficiency. In no 
case may the reserve ratio be allowed to fall below SO per cent. (Ln cit.: Article 2.) 

Place of depoait : Unspecified. 

PURCIIA.SE OF GoLD. 

The Bank is not required to purchase gold offered to it. 

MINTING OF GoLD. 

. The ne~ Tunisian 1 gold coins have not yet been minted. Algeria does not possess a gold 
comage of 1ts own. 

ExPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. 

1 Thia draft law was laid before the Chamber by M. Henri Cheron, Minister of Finance on July lith, 
1929, but has not yet been voted. • ' 

• Noteo of the Bank of.~ ~late as legal tender not only in the Colony of Algeria but also 
~ the Protectorate of. Tlll!l818. There u, however, no Algerian coinage. Tuniaian coinage circulates 
m the Colony of Algeraa With the same legal tender rights as in the Protectorate of Tuniaia. 
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ARGENTINE 

REDEMPTION. 

The Conversion Office was required by Article 7 of Law No. 8871, of November 4th, 1889, 
to redeem all paper currency in gold coin at the rate of 44 centavos of a gold peso to one paper 
peso. On October 31st, 1914, this obligation was suspended to be renewed on August 26th, 1927. 
On December 16th, 1929, it was again suspended and the paper currency is at present legally 
inconvertible. · 

RESERVE . 

. The Conversion Office is not required to hold any fixed reserve in gold. However, in Article 
2 of Law No. 9479, of August 9th, 1914, which authorises the Conversion Office to rediscount 
commercial paper for the Banco de Ia Naci6n and issue notes to the Bank,it is stipulated that this 
issue may be made only if it does not reduce the percentage of the gold coin below 40%. 

Place of Deposit: The Conversion Office is required to hold its gold in its own vaults. 

PURCHASE OF GOLD. 

The Conversion Office is required to purchase gold coin at the rate of 44 centavos of a gold 
peso to one paper peso. (Law No. 3871, of November 4th, 1889: Article 7.) 

MINTING OF GoLD. 

The Mint is required on demand to mint gold bars offered to it by private persons free of 
charge. (Law No. 1130, of November 5th, 1881 : Article 19.) 

EXPORT AND IMPORT OF GoLD. 

The embargo on the export of gold was removed by the Decree of May 12th, 1925. 
The import of gold is unrestricted. 
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AUSTRALIA 

,REDEMPTION. 

Australian notes are Government obligations and bear the promise of the Treasurer of the 
Commonwealth to redeem them in gold coin on demand at the head office of the Commonwealth 
Bank. The control and redemption of the issue is in the .hands of the Board of Directors of the 
Commonwealth Bank, which is appointed by the Governor-General and includes the Treasurer 
of the Commonwealth. (The Commonwealth Bank Act, 1911-1927: Article 60 H.) 

REsERVE. 

The Bank is required to hold in gold coin and bullion a reserve of an amount not less than 
one-fourth of the amount of Australian notes issued. (Leo!: cit.: Article 60K.) 

P~~~:U~fied. 
PuRCHASE OF GoLD. 

The Bank is not required to purchase gold offered to it. . 
The Treasurer of the Commonwealth is empowered to authorise the Board of Directors of 

the Commonwealth Bank to compel persons to exchange with the Bank any gold coin or bullion 
held by them for its equivalent m Australian notes. (Act No. 81 of 1929 : Article inserted in 
the Commonwealth Bank Act, 1911-1927, as No. 7B.) 

MINTING OF GoLD. 

There are branches of the Royal }lint at Melbourne and Perth. If any person brings gold 
bullion to either the Melbourne Branch Mint or the Perth Branch Mint the Deputy-Master of 
that branch is required to assay it and coin it on the payment of a fixed fee. No preference 
may be shown to anyone as regards the order in which the bullion offered is coined. The gold 
coins made at either of these bl'lLnch mints are of the same denominations, designs, weights 
and fineness as those coined at the Royal Mint. They are deemed to have been issued from 
the Royal )lint and are current and legal tender as if they had been coined and issued in England 1• · 

(The Perth Mint Proclamation, 1897, amended 1898, and the Melbourne Mint Proclamation, 
1900; both based upon the Coinage Act, 1870 1 : Article 11, paragraph 8.) 

EXPORT AND IMPORT OF GoLD. 

After the receipt of a recommendation from the Board of Directors of the Commonwealth 
Bank.. the Governor~~ of the Commonwealth may, by proclamation, if he considers it 
expedient so to do, prohib1t the export of gold from the Commonwealth 1, During the existence 
of such a proclamation any person who desires to export gold from the Commonwealth must 
secure the approval of the Treasurer of the Commonwealth which can only be given upon the 
recommendation of the Board of Directors of the Commonwealth Bank •. (Act No 81 of 1929 1 
Article inserted in the Commonwealth Bank Act, 1911-1927, as No. 7C.) • 

The import of gold is unrestricted. .. 

1 The com. 11trUck at the Melbourne and Perth Rranch Mint1 are distinguished from London pieces 
only in that they bear a microllcopic mint mark indicating the locality of the Mint, viz., M. tor Melboume 
aDd P. for Perth. · 

1 The relevant ~gea from the Coinage Act, 1870, will be found in the Annex under Great Britain. 
1 No proclamation hu AI ,-et been issued nnder thil Act. 
• Any penon may at any tune take with him out of the Commonwealth gold of a value not exceeding 

&25. (Act _No. 81 ofl929: Article inlerted in the Commonwealth Bank Act, 1911·1927, as No. 'JD.) 
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AUSTRIA. 

REDEMPTION. 

The Austrian National Bank is not yet required to redeem its notes. The moment when 
rede~ption will be~n is, in accordanc~ wit~ Arti~le 88 of the Bank Statutes, to be fixed by a 
law m agreement With the Bank. This artiCle stipulates that two conditions have previously 
to be fulfilled : · 

(a) The gold contents .of the currer:cy have to be fixed. This was d~ne by the 
law of December 20th, 1924 (Schillingrechnungsgesetz). 

(b) The debt of the Government to the Bank must be reduced to 80 million gold 
crowns (43.2 million schillin~). On December 31st, 1929, this debt amounted to 
108.6 million schillings. Durmg the last four calendar years the debt was reduced 
by the following amounts : 

Debt Ordin&JT Extraordinary 
outstanding. reimbursement. relmbursement. 

(In mUliona Of IIChilli"""). 

At the end of 1925 ............. . 187.9 10.6 
• • 1926 ............. . 177.8 4.1 
• • 1927 ............. . 178.2 7.0 50.0 
• • 1928 1 •••••••••••• 116.2 7.6 
• • 1929 ............. . 108.6 7.2 

July 7th, 1980 •••.............. 101.4 
If the amortisation of the debt continues at the same average rate, the condition 

under (b) will not be fulfilled for approximately ten years. 

When redemption becomes obligatory, the Bank will be required to redeem its notes on 
demand in "coins of legal currency", and this requirement must be indicated in the text of 
the notes. (Statutes of the Austrian National Bank : Article 80.) 

REsERVE. 

· • The rules as to reserves are different for the periods before and after redemption becomes 
obligatory : · 

1. Until Redemption becomes Obligatory : 
The note circulation and the sight liabilities, minus the Government debt, have to be covered 

as follows : by a metal reserve during the first five years of 20%, during the second five years 
of 24% (present stage), during the third five rears of 28% and during the remainder of the 
period· 88~ %· If the reserve ratio during thiS period falls below these requirements, a tax 
must be paid. (Lea: cit. : Article 88.) 

A minimum of 25 million gold crowns must at all times be held in foreign credits, in leading 
rp.oney centres. This amount may, however, be decreased by a decision of the Board of Directors 
approved by not less than eight directors and the Governor of the Bank. (Lea: cit.: Article 85, 
final paragraph.) -

2. After Redemption becomel Obligatory : 
The note circulation and the sight liabilities must be secured by a metal reserve of at least 

88j %. The State debt is no longer deducted. (Lu cit.: Article 87.) A tax must be paid if 
the reserve ratio falls below 40%. (Lea: cit. : Article 89.) 

1 In addition to the sum of 7.6 millions, the debt was further reduced in 1928 (on December 24th) 
by the payment of 50 million schillings to the Bank from the balance of the Reconstruction Loan. 
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In both periods the reserve may include foreign bank-notes and bills of excliange. Foreign 
bank-notes and bills of exchange may be held only in currencies which are not subject to extra
ordinary fluctuations of the rates of exchange. Credit balances and cash deposits abroad 
included in the reserve must be available at sight and be held in banks of unquestioned solvency. 
(Lea! cit. : Article 85.) · -

Place of depoN : The choice of the place where the metal reserves are to be held rests with 
the Administration of the Bank, whose power in this respect is unrestricted. 

PullCH.4SE OF GoLD. 

The Bank is required to purchase gold bullion offered to it at the minting parity minus 
rosts.. (Lea! cit. : Article 92.) 

- MINTING OF GoLD. 

The Mint is required to coin gold for private persons on demand. (Fe~eral Law of 
December 20th, 1924 : Article 11.) · . -

The following fees are charged : for coins of 25 schillings, a fee of 8 schillings and 20 groschen 
per kilogramme of fine gold for the Austrian National Bank, and 14 schillings, 17 groschen for 
other parties; for coins of 100 schillings, a fee in all cases of 14 schillings, 17 groschen. Assay, 
refining, and smelting fees are also charged. (Decree of October 15th, 1929, of the Federal 
Ministry of Finance.) · . . 

ExPORT .AND IMPoRT 01' GoLD, 

The export and import of gold are unrestricted. 
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BELGIAN CONGO. 

The Bank of the Belgian Congo is in charge of the circulation of money in the Colony of the 
Belgian Congo and in the territory under Belgian mandate. (Ruanda-Urundi). 

REDEMPTION. 

The Bank is required to redeem its notes at sight at its option : 

(a) In gold (at the rate of 0.0418422 gramme of fine gold for one franc); 
(b) In coin having legal currency in the Colony; 1 

(c) In cheques on Belgian or foreign centres selected by the 1\linister of the Colonies 
in agreement with the Bank. (Convention concerning the Issue of Bank-notes : 
Article 6.) 

REsERVE. 

·The Bank is required to hold a reserve in gold or in gold exchange equal to at least 40"/o of 
the amount of its notes in circulation, with a minimum of 20"/o in gold. · 

The remainder of the note circulation, plus the other sight liabilities of the Bank, must be 
covered to their full value by easily realisable securities. (Lex cit. : Article 8.) -

Place of deposit : Unspecified. 

PURCHASE OF GoLD. 

The Bank is required to issue cheques at Brussels on its branches established at the seat 
of the Government or at the seats of the Provincial Governments against payments effected : 

(a) In gold; 
(b) In its own notes; 
(c) In Belgian currency; 
(d) In foreign currency. (Lex cit.: Article 6.) 

1\lmTING oF GoLD. 

The issue of gold coin is not authorised for the Belgian Congo and the territory under 
Belgian mandate (Ruandi-Urundi). 

EXPORT AND b!PORT OF Goin. 

The export and import of gold are unrestricted. 

• It should be noted that in the e:rpose des motifs, given !JY the Prime Minister and. l\lin!ster of the 
Colonies, it is stipulated that money whi<.'h has legal currency m the Colony can only be g~ven m payment 
to the amount for which it is legal tender. 
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BELGIUM. 

REDEMPTION. 

The National Bank of Bel~Jium is required on demand to redeem its notes in one of the 
following fonns. the option restmg with the Bank : 

(a) Gold 1 ; 

(b) Silver • at its value in gold; 
(c) Foreign gold exchange. 

(Royal Decree of October. 25th, 1926, concerning monetary !ltabilisation : A;rlicle 8 ; Royal 
Decree of October 25th, 1926, extending the charter·of the National Bank: Art1cle 10; Statutes 
of the National Bank: Article 26.) 

REsERVE. 

The National Bank is required to hold a reserve in gold and foreign exchange convertible into 
gold of at least 40 % of its total sight liabilities. At least 80 % of the total sight liabilities must be 
covered by gold. (Royal Decree of October 25th, 1926, concerning monetary stabilisation : 
Article 5; Royal Decree of October 25th, 1926, extending the charter of the National Bank : 
Article 7; Stabltes of the National Bank: Article 80.) 

Place of depoBit: The place where the gold included in the reserve is to be held is not specified. 

PURCHASE OP GoLD. 

The National Bank is not required to purchase gold offered to it. 

MINTING OP GoLD. 

The minting of gold is free for private persons as well as for the National Bank. This 
freedom is now, however, entirely theoretical as it is based upon the fact that no change has as 
yet been made in the ~ystem which existed before the war regarding gold coins •. The coins in 
question circulate legally for only their face value while, as a result of the monetary refonn, 
their intrinsic value is approximately seven times greater. 

EXPORT AND IMPORT OP GoLD. 

Restrictions on the export of gold were removed by the Ministerial Decree of February 11th, 
1927. 

The import of gold is unrestrictec;J. 

• AcooJ:d!ng to th~ internal regulations approved by the Minister of Finance on April 10th, 1929, and 
to the conditions published by the Bank on August 1st, 1930, the Bank is always ready to .eU gold at the 
legal parity of 0.1!09211 grammes of gold 1,000/l,OOOths fine per helga, and to purchase gold at the 
price of_4,763:1338 be~, or 23,815.669 fran"!', per kilogramme of gold 1,000/1,000thl fine, These 
tranaact1ona will be t'&rned out in bars of approxunately 12k kilogrammes weight. 

1 The re.erves of the Bank no longer include silver. , 
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BOLIVIA. 

REDEMPTION, 

The Central Bank of Bolivia (Banco Central de Bolivia) is required to redeem its notes on 
demand in one of the following forms, the option resting with it : · 

(a) Bolivian gold coin at par; 
(b) British or Peruvian gold coin (of the present weight and fineness) at the rate of 

18.83 bolivianos to the pound; 1 

(c) United States of America gold coin (of the present weight and fineness) at the 
rate of 2.739 bolivianos to the dollar; 

(d) Gold bars of approximately 100 % fineness and not less than 500 grammes in 
weight, at the rate of 1.8211 bolivianos to the gramme; 

(e) Demand or three-days drafts on London or New York, payable in gold and drawn 
on funds deposited in banks of high standing. The Bank in this case may charge a premium 
which shall not exceed the sum necessary to cover the total cost of shipping gold coin from 
La Paz to London or New York. (Law of July 20th, 1928, on the Reorganisation of the 
Central Bank of Bolivia: Article 64.) 

Should the Bank fail to redeem its notes as provided it shall be declared bankrupt and be 
immediately put into liquidation. (Lex cit. : Article 67.) 

RESERVE. 

The Bank is required to hold a metallic reserve equal to 50 % of its notes in circulation 
plus its deposits. The reserve shall consist of : · 

(a) Bolivian gold coin at/ar in the vaults of the Bank; . 
(b) British, Peruvian an United States of America gold coin in the vaults of the 

Bank, at the legal gold parity rate; . 
(c) Other gold coin and g.old in bars in the vaults of the Bank, at its bullion value; 
(d) Gold coin and bars deposited in banks of high standing in London or New York, 

valued as under (a), (b) and (c); 
(e) Deposits payable in gold, on demand or within three days, in banks of high standing 

in London or New York, valued at their legal gold parity rate. . 
(f) Bolivian silver coin in the vaults of the Bank. 

The reserve may be distributed among these forms in such proportions as the Board of 
Directors may see fit, subject to the condition that the amount of silver coin included in the 
reserve shall not at any time exceed 10 % of the Bank's notes in circulation plus its deposits. 
(Lex cit.: Articles 71 and 72.) 

The Bank must pay a graduated tax to the Government if the reserve ratio falls below the 
statutory minimum. (Lex cit. : Article 78.) . . . 

The discount rate must be not less than 7 % per annum 1~ the reserve rat1o rema~ns below 
the statutory minimum for a week or more. Over and above thiS 7. %, the rate ~ust be mcrea~ed 
by at least one-half of the rate of the tax payable on account of the deficiency. (Lex Clt.: 
A1ticles 74 and 75.) 

·Place of deposit: See (a), (b), (c), (d), and (/) above, under" Reserve". 

1 This rate applied to both British and Peruvian gold coin up to February lOth, 1930, when th~: 
Peruvian currency was revalued. 

' 
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PuRCHASE OF GoLD, 

The Bank is required to pay out its notes on demand in exchange for the following : 

(a) BoliVian gold coin at par; 
·(b) British and Peruvian gold coin (of the present weight and fineness) at the rate 

of 13.33 bolivianos to the pound; 1 · _ 

(c) United States of America gold coin (of the present weight and fineness) at the 
rate of 2.739 bolivianos to the dollar; · · 

(d) Deposits held in banks in London or New York in which the Bank keeps its legal 
reserve deposit accounts and payable at sight in gold at the rates given above under (c), 
provided they be not less than £30 or 1150. The Bank, in this case, may charge a premium 
which shall not exceed the sum necessary to cover the total cost of shipping gold coin from 
London or New York to La Paz. (Lea: cit.: Article 66.) · . 
The Bank is required to buy gold bars offered to it provided they weigh at least 500 grammes. 

(Law of July 11th, 1928, on l\Ionetary Reform: Article 5, second paragraph-as amended.) 

MINTING oF GoLD, 

The Mint is required to accept gold only from the Government and the Bank. (Law of 
July 11th, 1928, on Monetary Reform : Article 5, second paragraph-as amended.)· 

ExPoRT AND hi:PORT OF GoLD. 

The export and import of gold are unrestricted. (Lea: cit.: Article 18.) 

• See the footnote on the preceding page, 
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BRAZIL. 

The currency unit at present is the milreis. The ratio between the milreis and gold is 
fixed at two hundred milligrammes of gold per milreis. (Decree No. 5108 of December 18th 
1926 : Article 2. Re!Pll.ations Governi~g the Stabilisa~ion Office: Article 2.) ' 

The currency umt m the future will be the cruze,ro. T)le ratios between the cruzeiro and 
the milreis and between the cruzeiro and gold have not yet been established. 

It is provided that upon six months' notice the National Executive shall fix the exact date 
and the methods for the conversion of all the paper money in circulation into gold at the rate 
stated above in the first paragraph. (Decree No. 5108 of December 18th, 1926: Articles 2 and 8. 
Regulations Governing the Stabilisation Office : Articles 2 and 8.) This has not yet been done. 

In order to prepare the way for and to assist the stabilisation plan, the Government has 
created a so-called Stabilisation Office. (Decree No. 17618 of January 5th, 1927.) The object 
of the Stabilisation Office is to buy and sell gold in exchange for notes. (Decree No. 5108 of 
December 18th, 1926: Article 5.) The Office may issue notes which shall be legal tender but 
only in exchange for gold. (Regulations Governing the Stabilisation Office: Articles 9 and 13.) 

REDEMPTIOS'. 

Until the decree fixing the date, etc., of the conversion has been promulgated, the Stabili
sation Office is required to redeem in gold the notes at tresent in circulation at the fixed rate 
without limit as to time or amount. At the request o the bearer of the notes and with the 
Government's approval;the Stabilisation Office may deliver gold in London or New York in 
exchange for notes received at Rio de Janeiro. (Decree No. 5108 of December 18th, 1926: 
Article 5. Regulations Governing the Stabilisation Office: Articles 4o and 10.) 

RESERVE •. 

Provisions concerning the reserves to be held against notes will not be made until the other 
measures regulating the cruzeiro have been determined. At present there is no required reserve 
ratio 1. (See the Decree No. 5108 of December 18th, 1926 : Article 4, and the Regulations 
Governing the Stabilisation Office: Articles 11 and 12.) 

Place of deposit: The gold holdings of the Stabilisation Office must be held in the Office 
itself or kept on deposit with its London or New York agencies. - (Decree No. 5108 of December 
18th, 1926: Article 6. Regulations Governing the Stabilisation Office: Article 6.) 

PuRCHASE oF GoLD. 

The Stabilisation Office is required to purchase gold bullion or gold coin (national or foreign) 
on demand at the fixed rate, and to give in exchange notes representing the full value of the 
gold received. (Decree No. 5108 of December 18th, 1926 : Article 5. Regulations Governing 
the Stabilisation Office: Articles 4o and 5.) 

- In times of emergency, and wit~ the approval and express orders of the N!ltional Executiv_e, 
gold may be delivered to and deposite~ With th«: London or New Y ~rk af,:encies of ~he <?lll~e m 
return for a receipt upon the presentatiOn of whiCh the Head Office m R10 de Janeiro will Issue 
notes. When the emergency has passed, the gold must be sent to the Head Office. (Regulations 
Governing the Stabilisation Office : Article 6, paragraphs 1, 2 and 8.) 

1\IINTING oF Gow. 
Provisions regarding the minting of gold and other coins will not be made until the conver

tibility of the currency into gold has been assured. (Decree No. 5108 of December 18th, 1926: 
Article 9.) 

EXPORT AND biPORT OF GOLD. 

The export and import of gold are unrestricted. 

• The value of the gold and foreign gold exchange held by the Stabilisation Office comes at present 
to just short of 40% of the note circulation. 
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BRITISH EAST AFRICA. 

The East African Currency Board provide for and control the supply of currency for the 
Kenya Colony and Protectorate, the Uganda Protectorate and the Tanganyika Territory. 
(Regulations governing the East African Currency Board, December Uth, 1924 : Article 1.) · 

REDEMPTION. 

· The Board are required, on demand, to redeem East African currency notes tendered in 
East Africa by drafts payable in sterling in London. They may, at their discretion, issue telJ!
graphic transfers on LOndon if requested. (Le.t: cit.: Article 8.) In both cases the Board may 
impose certain charges and conditions. (Lu cit.: Articles 7 and 8.) · 

REsERVE. 

The Board are required to pay into the Currency Reserve Fund proceeds from the sale 
of coin and currency notes and all other revenue which they may liave, minus necessary 
deductions for expenses, contributions, and any losses which may be incurred. (Lu cit.· Article 13.) 

The Board are required to hold a portion of their revenue in liquid form. The remainder 
may be invested in securities o{ the Government of any part of His Majesty's Dominions or in 
such other manner as the Secretary of State may approve. The extent to which investments 
may be made, and the composition of the liquid portion of the reserve, are left to the discretion 
of the Board subject to any directions which may be received from the Secretary of State. (Lu 
cit. : Article U.) . 

When the Board are satisfied that their reserves are more than sufficient, they may, with 
the approval of the Secretary of State, pay over the whole or any part of the surplus amount 
in aid of the revenues of the Dependencies in East Africa. (Le:D cit. : Article 19.) 

Place of depoait : The choice of the place where the iiquid portion of the reserve is to be held 
rests with the Board, subject to any directions which may be received from the Secretary of 
State. . 

PuRCHASE OP GoLD. 

The Board are not required to purchase gold or sterling offered to them • 
• 

MINTING OP GoLD • 
• 

The Board are not required to accept gold bullion for coining. In practice they do not 
accept a_ny gold bullion for coining, as they do not mint any gold coins for use in the East African 
Terntones. 

EXPORT AND IMPORT OP GoLD. 

The export of gold is unrestricted. _ · 
Th~ import of United Kingdom gold coins is prohibited. The import of other gold is 

unrestncted. 
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BRITISH GUIANA. 

REDEMPTION • . 
. The Board of !=olll:missioners of C:urrencY: of B~itis~ Guiana are re9uired to redeem currency 
notes on demand m e1ther gold or silver com wh1ch 1s legal tender m the Colony, the option 
resting with them. (Ordinance No. 16, of 1915: Article 4, paragraph 8.) 

RESERVE. 

T~e Con;'miss.ioners are required to ho~d, for the sole' purpose of redeeming currency notes, 
the com rece1ved m exchan{l'e for them, wh1eh money forms the Note Guarantee Fund. This fund 

. is divided into a" coin port1on" and an" investment portion". (Lex cit.: Article 7, paragraph 1.) 
· (a) The coin portion must be held in coin which is legal tender in the Colony. 
It must amount to 331% (proportion fixed by a Proclamation dated September 24th,1918) 
of the value of the notes in circulation, but if the Governor satisfies the Secretary of . 

·State that this proportion may safely be diminished without endangering the conver
tibility of the notes, and obtains the necessary authority from him, another proportion 
may be fixed. (Le.7: cit: Article 7, paragraphs 2 and 4.) 

Provision is made that the securities forming the ·investment portion of the fund 
·must, if necessary, be sold to prevent the coin portion falling below the fixed proportion. 
This sale may, however, be postponed for not longer than three months if the deficiency 
of the coin portion does not exceed 25%, but, while a deficiency exists, no further 
investment of securities may be made and the whole income from the investment 
portion of the fund must be credited to the coin portion. (Lex cit. : Article 7, 
paragraph 8.) . 

(b) The investment portion may be invested in such securities of the Government 
of any part of His Maje8ty's Dominions or in such other securities as the Secretary 
of State may approve, provided not more than one fifth be invested in the securities 
of the Government of British Guiana. (Lex cit.: Article 8, paragraph 1.) 

Provision is made that, out of the income derived from the investment portion 
of the Fund, a sum equal to one per cent of the cost price of the securities shall be 
paid into a Depreciation Fund, which shall form a part of the investment portion of 
the Note Guarantee Fund and be applied to meet any loss arising from any depreciation 
of the securities held therein. When the Depreciation Fund amounts to not less than 
ten per cent of the investment portion of the Note Guarantee }'und, it need not be 
further increased, provided the Governor satisfies the Secretary of State that further 
increase is unnecessary. (Lex cit. : Article 8, paragraph 4, and Article 9.) 

Place of Deposit: The coin portion of the Note Guarantee Fund must be kept in the custody 
of the Commissioners (Georgetown, British G.uiana). 

PURCHASE OF GOLD. 

The Commissioners are not required to purchase gold or sterling offered to them. 

MINTING OF GoLD. 

British Guiana does not possess a gold coinage of its own. British and the United States 
of Ame1·ica coin circulate as legal tender •. 

ExPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. 
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BRITISH WEST AFRICA. 

The West Mrican Currency Board provides for and controls the supply of currency to 
the British West Mrican Colonies and Protectorates : Nigeria, the Gold Coast, Sierra Leone, 
and Gambia. (Regulations governing the West Mrican Currency Board, July 11th, 1924 : 
Article 1.) 

REDEMPTION. 

The Board is required, on demand, to redeem West Mrican currency notes tendered in 
West Africa b_y drafts fayable in sterling in London. It may, at its discretion, issue telegraphic 
transfers on London i requested. (w cit.: Article 13.) In both cases the Board may impose 
certain charges and conditions. (Le.r cit. : Articles 12 and 13.) . 

RESERVE. 

The Board is required to pay into the Currency Reserve Fund proceeds from the sale of 
coin and currency notes and all other revenue which it may have, mmus necessary deductions 
for expenses, contributions, and any losses which may be incurred. (Lea: cit. : Art1cle 14.) 

The Board is required to hold a portion of its reserve in liquid form. The remainder may 
be invested in securities of the Government of any part of His Majesty's Dominions or in such 
other manner as the Secretary of State may approve. The extent to which investments may 
be made, and the composition of the liquid portion of the reserve, are left to the discretion of 
t~e Boa~ subject to any directions wh1ch may be received from the Secretary of State. (w 
c1t. : Arttcle 15.) · 

When the Board is satisfied, and shall have satisfied the Secretary of State, that its reserves 
are more than sufficient, it may pay over the whole or part of the surplus amount in aid of the 
revenues of the West Mrican GOvernments. (w cit. : Article 21.) 

Plaee of depoBit : The choice of the place where the liquid portion of the reserve is to be 
held rests with the Board, subject to any directions which may be received from the Secretary 
of State. ·· 

PURCHASE OF GoLD. 

The Board is not required to purchase gold or sterling offered to it. 

1\IINTING OF GoLD. 

The Board is not required to accept gold bullion for coining. In practice it does not accept 
any gold bullion for coining, as it does not mint any gold coins for use in the West African 
Territories. 

EXPORT AND IMPORT OF GoLD. 

The export of gold is unrestricted. 
, Th~ import of United Kingdom gold coins is prohibited. The import of other gold is 

unrestricted. 
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BULGARIA. 

REDEMPTION. 

The National Bank of Bulgaria is required to redeem its notes on demand in foreign gold 
exchange, 1 which, according to law and in practice, is convertible on demand into immediately 
~>Xportable gold. The Bank is not required to redeem an amount less than 50 000 leva 
Redemption shall be made at the stabilisation rate: one gramme gold = 92 leva. (Law on th; 
Bank of Bulgaria, November 13th, 1926, modified September 27th, 1928 : Article 8.) 

RESERVE. 

The Bank is required to keep a reserve of not less than 83l D/0 of the value of its notes in 
circulation, plus other demand liabilities. The reserve shall include only : 

. (a) Gold coin and bullion in the. unr~stricted ownershil of the Bank, and either 
m the custody of the Bank or deposited m another Centra Bank, or in any Mint or 
in transit; ' 

(b) Net foreign gold exchange in the unrestricted ownership of the Bank, provided 
that it be either : 

1. On a country the currency of which by law and in practice is convertible 
on demand at a fixed price into exportable gold; or, 

2. On a country the currency of which by law and in l;lractice is convertiblP. 
on demand at a fixed price into foreign exchange as defined m f. 

"Net foreign gold exchange" is taken to mean: 
. 1. Balances standing to the credit of the Bank at the Central Bank of such a 
foreign country; 

2. Bills of exchange drawn on and payable in the currency of such a foreign 
country, maturing within three months and bearing at least two good signatures; 

3. Treasury bills, Treasury certificates of indebtedness or similar obligations of 
the Government of such a foreign country maturing within three months: 

less all liabilities in foreign exchange. . 
In calculating the amount of the reserve, should it be found that the liabilities in foreign 

exchange exceed the assets enumerated in the paragraphs numbered 1, 2, and 8 of this article, 
the excess shall be deducted from the other assets of the reserve. 

At the request of the Bank, the Government may suspend the above reserve requirements 
for a period not to exceed thirty days or to be renewed for more than fifteen days. The Bank, 
in the event of such suspension, must pay a graduated tax to the Government on the amount 
bv which the note circulation and other demand liabilities exceed the maximum ordinarily 
admissible. (Lex cit : Articles 9, 10, and 11.) 

Place of deposit: See above under (a). 

PuRCHASE oF GoLD. 

The Bank is required to purchase foreign exchange on demand at a fixed rate, in amounts 
not less than 50,000 leva, on gold standard countries 1 whose legal tender currency is by law 
and in practice convertible into exportable gold. (Leill cit : Article 8.) · 

MINTING OF GOLD. 

The Stabilisation Law of 1928 does not provide for gold coin. There is, moreover, no mint 
n Bulgaria, subsidiary coin being minted abroad. 

EXPORT AND IMPORT OF GoLD. 

The export of gold is unrestricted. (Stabilisation Law : Article 9.) 
The import of gold is unrestricted. 

-------
1 At present, foreign exchange is bought and sold on London. 



-56-

CANADA. 

Th~ are three kinds of notes in circulation in Canada : Dominion notes, Provincial notes 
and bank-notes. Dominion notes are issued by the Minister of Finance. The smaller denomi
nations are in circulation while the larger denominations (over 11,000} are legal tender for banks 
only and are held in their reserves (see below "Bank Reserve Proper '). Provincial notes were 
provided for under an Act of the late Province of Canada, before Dominion status was conferred 
upon it. Provincial notes are no longer issued and under Article 10 of the Dominion Notes Act 
of August 22nd, 1914, those outstanding' are considered to be notes of the Dominion. Bank
notes are issued by the Banks incorporated in accordance with the Bank Act of June 30th,l923. 1 

(See Articles 4, 5 and 61 of the Bank Act in the ~nnex.) 

SuMMARY TABLE SHOWING Non: CIRCULATION AND GoLD HoLDINGs. 

The statement of the Minister of Finance for January 31st, 1980, published in accordance 
with Article 8 of the Dominion Notes Act. 1914, shows the following note circulation and gold 
holdings: 

. 

Provincial notes •••• o o • . • • $27,618.88 
Dominion notes (smaller de-

nominations, legal tender 
for circulation) •..•.. o . • $42,457,445.09 

Dominion notes (larger deno-
minations, legal tender for 
banks only) • • • • • • • • • . • • 164,904,000o00 

Total notes outstanding un-
der the Dominion Notes 
Act, 1914 ••.•••.••••.•• l107,389,068o92 

Gold held against notes in 
circulation •. o o o......... 162,681,877oll 

Gold held against Savings 
Bank deposits (10 % on . 
125,418,762ol2) under the 
Savings Bank Act • . . . . • • • 12,541,876o2l 

Total gold held by the Minis-
ter of Finance ••• o .• o . • . • 165,228,7 58o82 

In addition to the notes outstanding under the Dominion Notes Act, 1914, there were also 
outstanding on January 31st, 1980 : . · 

(a) 149,700,000 against approved securities under the Finance Act, 1923, and 
(b) 116,000,000 issued under Chapter 4 of the Dominion Notes Act, 1915. 

Against these notes no gold reserve is held. 

The return of the Chartered Banks for J~nuary 31st, 1930, made to the Minister of Finance 
in conformity with Article 112 of the Bank _Act, 1923, shows : 

Notes in circulation (total). 8156,062,061.00 Paid up capital (total) ••••• IU3,479,876.00 

Current gold coin 1 (total).. 112,630,866.00 
Dominion notes 1 (total). • • • 119,950,000.00 

. . 
1 There are eleven Chartered Banks of the Dominion of Canada entitled to Issue notes • The Bank 

of Mo';'lreal, the Bank of Nova Scotia, the Bank of Toronto, Ia Banque Provinciale du ~nada, the 
~~Jan Bank of C-O!I'merre, the Royal Bank of Canada, the Dominion Bank, Ia Banque Canadienne 
Natwnale, the Impenal Bank of Canada, the Weybum Security Bank and Barclay's Dank (Canada). 

• These arc the ~CHSiled "Cent1'8l Gold Reserves". 



-57-

REDEMPTION. 
Dominion Notes. 

The Minister of Finance is required to redeem Dominion notes in gold 1 on demand. 
(Dominion Notes Act of August 22nd, 1914 : Article 4, paragraph 3.) 

Bank-notes. 

According to Article 61 of the Bank Act of June 30th, 1923, notes issued by the Chartered 
Banks are payable to bearer on demand. Article 70 of the Bank Act says that each bank shu II 
establish agencies for the redemption and payment of its notes, but nowhere is it directly stipu
lated_ how such redemption is to be made. :'fowever, Article 65, paragraph 1, of the Bank Act 
provtdes that ~he notes of a bank shall bear mterest at the rate of 5 % per annum "in the event 
of the suspensiOn by a bank of payment in specie or Dominion notes of any of its liabilities as 
t~ey ac<;rue", and Article 64, paragraph 5, uses the same phrase in speaking of the purpose of the 
Ctrculatlon Fund. 

RESERVE. 
Dominion Notes. 

1.' The 1\Iinister of Finance is required to keep against the Dominion notes a gold reserve 
of not less than 25 %, provided the total issued and in circulation at any one time does not 
exceed $50,000,000. (The Dominion Notes Act of August 22nd, 19l.J.: Article 5, paragraph I.) 

2. Notes to a further amount of $26,000,000 have been issued without any gold reserve, but 
of this amount $16,000,000 are secured by certain specified Cnnadian Railway securities 
guaranteed by the Dominion Government. (An Act Respecting Certain Issues of Dominion 
Notes, April 8th, 1915.) 

3. Over and above the amount of $76,000,000, the Finance Act of 1914 provided for an 
emergency issue to be secured by approved securities. (The Finance Act of 1914 : Article 4, 
paragraph (a).) 

4. Over and above this, the banks may borrow additional Dominion notes against approv(•d 
securities. Such loans must be repaid in Dominion notes and within one year. (The Finance 
Act of 1923.) · 

5. Notes not issued under one of the above categories must be covered to their full value 
by gold. (The Dominion Notes Act of August 22nd, 1914 : Article 5, paragraph 2.) 

The Governor in Council iS authorised, if the amount held as security is insufficient, to pay 
. notes presented for redemption or, if it has fallen below the legal minimum, to raise, by way 
of a loan, such sums of money as are necessary to make these payments or to re-establish the 
required reserve. (Dominion Notes Act of August 22nd, 1914: Article 6.) · 

• 
Place of deposit : Unspecified. 

Bank-notes. 

Under ordinary circumstances the total amount of the notes of a bank in circulation at 
any time is not allowed to exceed the unimpaired paid-up capital of th~ bank, plus, the a~o';lnt 
of current gold coin and Dominion notes held for the bank by the Canadtan Bankers Assocmtlon 
in the "Central Gold Reserves". (The Bank Act of 1923: Article 61, paragraphs 1, 2, 3 and ·'-l 

During the season of the moving .of the ~rops, fro~!~ the firs_t. day of September to
0 
the last 

day of February, any bank with the nght of tssue can tssue addttlonal notes up to 15 _,{, of the 
combined unimpaired paid-up capital and rest or reserve fund. Interest must be _patd to the 
l\linister of Finance on notes put into circulation in excess of the amount permttted under 
ordinary circumstances. (The Bank Act of 1923: Article 61, paragraphs H. and 16.) 

1 Gold means (1) gold coins which are legal tender in Canada, and (2) gold bu!Iion in bars ben ring 
certain recognised stamps. (The Dominion Notes Act of August 22nd, 1914.: Article 2, pnragraph b.) 
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For the purpose of insuring payment, should a bank not be able to meet its liabilities as 
thl"y accrue. each bank is required to keep with the Minister ?f Finane~ in ~he "C!rculation Fund" 
5 % in gold t or Dominion notes of the average amount of 1ts notes m c1rculabon. (:I'he Bank 
Act of 1923 : Article 64, paragraphs 1, 2, 8, 4 and 5.) 

Place of deposit: Unspecified. 

Bank Reseroe Proper. 
Each bank is required to hold not less than 40 % of the cash reserves which it has in Canada 

in Dominion notes.1 (The Bank Act of 1923: Article 60.) 

Place of tkpoait : Unspecified. 

Saving• Ba~ nepo.iu. 
The ?tlinister of Finance is required to hold against Savings Bank deposits a reserve in 

gold, or in gold and Canadian securities guaranteed by the Government of the United Kingdom, 
equal to not less than 10 % of the total amount of such deposits. • (The Savings Banks Act 
of 19U : Part III, Section 4.7.) 

Place of deposit: Unspecified. 
PuRCHASE OF GoLD. 

Neither the Minister of Finance nor the banks of issue are required to purchase gold offered 
to them. The Minister of Finance must, however, issue Dominion notes against legal tender, i.e., 
l'nited States gold coin, English gold coin and Canadian gold coin., 

MINTING OF GoLD. 

There is a branch of the Royal Mint at Ottawa. If any person brings gold bullion to the 
Ottawa Branch Mint. the Deputy-Master is required to assay it and coin it into sterling gold 
coins on the payment of a fixed fee. No preference may be shown to anyone as regards the 
order in which the bullion offered is coined. The term "sterling gold coins" means gold coins 
of the same denominations, designs, weights and fineness as those coined at the Royal Mint 
in London. Sterling gold coins issued from the Ottawa Branch Mint are deemed to have been 
issued from the Royal .lllint and are current and a legal tender as if they had been coined and 
issued in England•. 

In addition to sterling gold coins, the Deputy-Master of the Ottawa Branch Mint is required, 
on the demand of the Governor-General of the Dominion, to coin any coin which is for the time 
being a coin of the Dominion and current and legal tender in the Dominion. These coins, 
however, may not be d~med as having been made at and issued from the Royal Mint. (The 
Ottawa ?tlint Proclamation, 1907, based upon the Coinage Act, 18701 :Article 11, paragraph 8.) 

ExPORT AND IMPORT OF GoLD. 

Control of gold exports was removed July lsi, 1926. (The Finance Act of 1928 : Articles U 
and 15.) , 

The import of gold is unrestricted. · 

1 See the footnote on the preceding page. 
1 In this eonnection, note that the banks are not legally bound to keep any specified reserve or 

cash against liabilitiea in Canada or elsewhere. 
1 The Minister of Finance in practice always holds a 10 % gold reserve against Savings Banks' 

deposits. 
• Tloe coins. struck at the Ottawa Branch Mint are distinguished from London pieces only in that 

they hear the microscopic mint mark C. 
1 The relevant p&lliiBgel from the Coinage Act, 1870, will be found in the Annex under Great Britain. 
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CHILE. 

REDEMPTION. 

The C~ntral Bank of Chile, which has the exclusive right of note issue in Chile, is required 
to redeem 1ts notes on demand in one of the following forms, the option resting with it : 

(a) In Chilian gold coin; 
(b) In fine gold bars in amounts of not less than 500 grammes at a rate fixed in 

monetary law; 
(c) In drafts at sight or at three days' sight on first-class banks in New York 

or London, payable in gold. The bank may charge a premium equal to the cost of 
transportation of gold bars in appreciable quantities from Santiago to the city on 
which the above-mentioned drafts are drawn. (Decree-Law creating the Central 
Bank of Chile, August 21st 1925 :Article 69.) 

The Central Bank of Chile, up to September 1st, 1929, was also required to exchange its 
own notes for all outstanding Government notes (billetes fiscales) and Treasury certificates 
(vales de Tesoreria), or it could redeem them in gold coin, gold bars, or drafts in the same 
way as mentioned above for its own notes. When exchanged or paid, they had to be with
drawn from circulation and cancelled. (Lex cit.: Article 74.) 

When the Bank opened its doors on January lith, 1926, the Government turned over to 
it gold for the entire amount of the then outstanding Government note issues, $405,629,119.00. 
On August 80th, 1929, there were outstanding only $4,900,790.00 of these issues. On Sep
tember 1st, 1929, the Bank returned to the Government an amount equal to the Government 
note issues then unredeemed and the Bank's liability for their redemption ceased. Since that 
date, the Government has been charged with their redemption. 

RESERVE. 

The Bank is required to hold a gold reserve of 50 °/0 of the total of its notes in circulation 
plus its deposits. This must consist of the following in such proportions as the Board of Directors 
may determine : 

(a) Gold, coined or in bars deposited in the vault of the bank in Chile; 
(b) Gold, coined or in bars earmarked and deposited in the custody of first-class 

banks abroad; . . 
(c) Deposits in first-class banks in New York and London· payable at s1ght m 

gold. (Lex cit. : Article 88.) 

The Bank is required to hold the same reserve against Government notes and Treasury 
certificates outstanding. (Lex cit. : Article 8·'-) 

Should the reserve fall below the statutory minimum, the Bank is required to pay a 
graduated tax to the Government, and the discount rate of the Bank may not ~e belo~ 7 °/o 
per annum if the reserve is below the legal minimum for one week or longer. (Lex ctt.: ArtiCles 85 
and 86.) 

Place of deposit: See (a) and (b) above under" Reserve". 

PURCHASE OF GoLD. 

The Central Bank of Chile is required to issue its notes in exchange for : 

(a) Chilian gold coin minted after the date of the bank law if within the legal 
toleration; 

(b) Other Chilian gold coin at the rate of 0.183057 grammes of fine gold per peso; 
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(c) Gold deposited to the account of the Central Bank of Chile in New York or 
London, at the same rate as in (b). In this case the Bank may charge a premium equal 
to the cost of transporting gold in appreciable quantities from the J.llace of deposit to 
Santiago, as well as the cost of coining and 'interest for trans1t time. (Le.11 cit. : 
Article 71.) 

l\IJNTJNG OF GoLD. 

The lllint is required to coin all gold bullion presented to it for that purpose, but must 
give preference to the Central Bank of Chile if so requested. (Lea: cit : Article 88, paragraph B.) 

EXPORT AND IMPORT OF GoLD. 

The import and export of gold are unrestricted. . · 
The President of the Republic and the Bank, acting together, may, in case of internal 

or external disturbance, temporarily suspend the free commerce of gold.• (Ltz cit.: Article 88, 
paragraph A.) 

1 Thill power has not yet been used, . . 
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COLOMBIA. 

REDEMPTION. 

The Bank of the Rep?blic of Colombia is required to redeem its notes in gold coin on demand. 
If, however, at any t1me one of the branch offices of the Bank is unable to redeem the Bank's 

notes in gold coin on demand, the person presenting the notes shall have the option : 

(a) Of taking a cheque on the main office; 
(b) Of waiting for gold to come from the main office, or, 
(c) Of taking a demand draft on New York payable in gold. In this latter case, the 

Bank may charge a premium. 

In time of emergency the Bank may, with the approval of the l\linister concerned; give 
sight or cable drafts on New York payable in gold in that city. (Law No. 25 of 1928 on the 
Organisation of the Bank of the Republic: Article 19.) 

RESERVE. 

Reserve of Central Bank. 

The Bank is required to keep a gold reserve equal to 60 % of its notes in circulation and 
deposits. Up to two-fifths of this may be kept in the form of demand deposits, payable in gold 
in banks of h1gh standing in foreign financial centres. If the reserve falls below these proportions, 
the Bank must pay a graduated penalty tax .. 

Place of deposit : The gold reserve must be held in the vaults of the Bank. (Le.11 
cit. : Article 18.) 

Reserve of Other Banks. 

Every banking institution, with the exception of the Bank of the Republic, is required to 
hold a reserve of 50 % against its deposits payable at sight or within 80 days, and a reserve 
of 25 % against its deposits payable at more than 80 days. The balances of floating credits 
remaining unused require similar reserves : 

These reserves may only be composed of the following : 

(a) Domestic gold coin; 
(b) Foreign gold eo in and gold bullion, valued according to its fine gold content in 

relation to the Colombian gold peso; 
(c) Notes of the Bank of the Republic; 
(d) Colombian silver coin, this latter not to exceed 20 % of the minimum required 

resen•e ratio. 

However, when deposits are made in a certain coin, the reserve will be held in that coin 
in the proportion stipulated above. . . . . 

Banks which have become shareholders of the Bank of the Repubhc through the acqms1bon 
of a certain number of class B or class C shares and which, in consequence, enjoy the right of 
rediscount at the latter, are required to hold only half of the reserves stipulated above, and may 
count their available deposits with the Bank of the Republic as the other half. 

. If ~he reserve ratios of any bank fall below the legal minimum, a graduated penalty tax 
. will be Imposed by the superintendent of banks. 

Place of deposit: The gold coin and gold bullion included in the above-mentioned reserves 
must be held in the vaults of the bank in question. (Lez cit.: Article 20.) 
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PURCHASE OF GoLD, 

The Bank is not required to purchase gold offered to it. 

1\IINTING OF GOLD. 

The Mints at Bogota and Medellin are required to mint gold for private persons at cost price. 
The Mints will give delivery certificates when the gold is presented and these certificates may be 
e.'tchanged on demand at the Mints for gold coin or !!'old bullion, or may be used for all payments 
to the National Treasurr. No minimum amount JS stipulated except that the lowest delivery 
certificate which will be ISSUed is for two and a-half pesos. (Law No. 65 of 1916 : Article 1; and 
Law No. 15 of 1918: Article 9.) . . 

The Minister concerned, whenever he considers it in the public interest, will give the Bank 
of the Republic priority as regards the order in which gold brought to the Mints is coined. (Law 
No. 25 of 1923 on the Organisation of the Bank of the Republic: Article 21, paragraph b.) 

EXPORT AND IMPORT OF GoLD, 

-
The export of gold is unrestricted. (Law No. 21 of 1921: Article 1.) 
The import of gold is unrestricted. -
In the case of internal or external disturbance the Government and the Bank may decree · 

the temporary suspension of the free tnide in gold. (Law No. 25 of 1923 on the Organisation of 
the Bank of the Republic: Article 21, paragraph a.) · 
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COSTA RICA. 

It is felt that a short !'~etch of recent monetary changes in Costa Rica must be given, in 
order that the present position may be adequately explained. 

T~e gold stand!lrd was adopted by. Decree o~ October 24th, 1896, and was definitely intro
duced m 1900 (Ap~1l 17th): . W1th the ~ntroductu~n of the _gold standard, private banks whirh. 
conformed ~o certam conditions were I{IVen. the r1ght (Aprli 25th, 1900) to issue notes payable 
on demand m gold. The system stood m th1s form untill914, when the Government for various 
reasons, consid~red necessa.ry an !ncrease in th~ monetary ~irculation, to accomplish which it 
was forced, mamly due to !~suffiCient co-operation between 1t and the private banks, to create 
a State Bank (the International Bank of Costa Rica) for the purpose of issuing inconvertible 
notes (October 9th, 1914). . As a necessary corollary to this, the notes of the private banks were 
declared no longer convertible (September 18th, 1914) and the export of gold was prohibited 
(November 24th, 1914). 

In 1921 (March 80th), the notes of the private banks were again declared convertible into 
gold on demand, but the notes of the several issues which had been made by the State Bank 
were left inconvertible. At the same time (June 9th, 1921), the prohibition on the export of 
gold was removed. The following year (October lOth, 1922), a Conversion Office was created 
as a part of the State Bank for the purpose of building up a gold reserve against which it was 
authorised to issue convertible notes and to withdraw from circulation the inconvertible notes 
of the Bank. The Bank's privilege of issuing inconvertible notes was stopped. 

There are, therefore, three classes of notes in circulation at present: (I) Notes of the private 
banks, (2) notes of the International Bank of Costa Rica, and (3) notes of the Conversion Ollice. 

REDEMPTION. 
I. Notes of the Private Banks. 

The private banks are required to redeem their notes on demand in domestic gold !'oin. 
(Decree No. 16, of April 25th, 1900: Article 84. Decree No. 19, of April 1st, 1921 : Artidc J.) 

2. Notes of the International Bank of Costa Rica. 

The International Bank of Costa Rica is not required to redeem its notes. (Decree No. 19 
of April 1st, 1921 : Articles 1 and 2.) 

8. Notes of the Conversion Office. 

The Conversion Office is required on demand to redeem its notes ~t the .fixed ra~e. of four 
colons to the dollar in gold or in sight drafts on New York at the option of 1ts Adm1mstrator. 
(Decree No. 17, of October lOth, 1922: Article 8.) 

RESERVE. 

I. Notes of the Private Banks. 

Before it may be permitted to issue notes, a ba.nk. must ha~e a _paid-up cap~tal of no~ less 
than one million colons and must hold that amount m 1ts vaults m e1ther domestic gold com or 
foreign gold coin whose value in relat!on to the domesti~ gold coin has previously beenr officially 
determined. (Decree No. 16, of April 25th, 1900: Art1cle 20; amended by Decree No. 12, of 
November 17th, 1902: Amendment No.4.) . . . 

Each bank which is permitted to issue notes IS reqmred to h~ld a reserv~ of domestl~ gold 
coin, or foreign gold coin whose value in relation to the d'?mestlc g:old . com .has previOusly 
been officially determined, equal to 50% of the amount of 1ts no.tes m Cl~ulatlon. If a ban~ 
permits its reserve to fall below this ratio, it shall be forced to Withdraw 1ts notes, shall forfeit 
its right of issue and shall be liable to a fine of ten thousand colons. 
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Place of Dt>posit : The gold included in this reserve must be held in the vaults of the bank 
in question. (Decree No. 16, of April 25th, 1900: Article 23; amended by Decree No. 12, of 
November 17th, 1902: Amendment No.7.) 

2. Noft'B of the International Bank of Costa Rica. 

The International Bank of Costa Rica is not required to hold any fixed reserve against its 
notes. The notes which were issued by the International Bank were in reality advances 
to the Government, and they are guaranteed by T~asury bills. 

3. N otea of the Conversion Office. 

The resources of the Conversion Office are made up by the export tax on bananas and by 
any other funds which the Government may turn over to it. These receipts must be deposited 
with the Office in the form of either gold coin or sight drafts on New York, and the Office may 
issue notes against them in the ratio of 400 of notes to 100 of receipts. All such receipts against 
whieh notes have been issued must be held by the Conversion Office as a reserve against these 
notes. Consequently the Office is required to hold a reserve in gold coin or sight drafts on New 
York equal to 25% of its note issue. · 

Place of Deposit: The Conversion Office must hold in its own vaults the gold against which 
it has issued notes. (Decree No. 17, of October lOth, 1922: Article 9, final paragraph; and 
Decree No. 16, of April 25th, 1900: Article 23, amended by Decree No. 12, of November 17th, 
1902: Amendment No. 7.) 

PURCHASE OF GoLD, 

Neither the private banks nor the International Ballk of Costa Rica nor· the Conversion. 
Office are required to purchase gold offered to them. 

1\lzNn:NG OF GOLD. 

The 1\lint may coin gold for private persons but only upon the order of the 1\'linistry of 
Finance. (Decree No.3, of October 24th, 1896: Article 8.) 
. Foreign gold coin, provided that its fineness is not less than that of domestic gold coin, 

('Jreulates legally at rates fixed by the Federal Executive. (Decree No. 8, of October 24th, 
1896: Article 17.) 

EXPORT AND IMPORT OF GOLD. 

Restrictions on the export of gold were removed by Decree No. 24, of June 11th, 1921. 
(S€ e also Decree No. 17, of October lOth, 1922: Article 16, final :paragraph.) 

The import of gold is unrestricted. -
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CUBA. 

MINTING OF GOLD, 

. There is no Bank of Issue in Cuba.· The only national currency is gold, silver, and nickel 
com. 

The monetary unit is the gold peso, and coins of 1, 2, 4, 5, 10, and 20 pesos are minted in 
gold. (Monetary Law of October 21st, 1914: Articles 1 and 2.) 
· Th~ moneY: of the Un~ted St~tes of America enjoys the same legal tender currency as does 
the national com. (Lea: e1t.: Article 10.) l\Iore than four-fifths of the monev in circulation is 
that of the U~ited States of ;America. The latest statement published by the Cuban Treasury 
Department g1ves the followmg figures : · 

Cuban money in circulation ; 

Gold ...................................... . 
Silver ••..................•.•• ; ............. . 
Nickel ..................................... . 

Total. .. 

United States of America money in circulation : 

Gold •••..•....•.•..•....•......•.•..•.•....• 
Silver •••.....•.......•..•.....•..•.••....... 
Nickel and bronze •...•..•..••....•.•••.••.•.. 
Paper ...................................... . 

Total ••. 

$23,786,750.00 
88,413,140.80 
$1,449,560.00 

$11,783,982.00 
81,211,722.60 

$182,289.88 
$131,210,544.00 

833,649,450.80 

$144,888,538.48 

Grand total.............. 8178,037,989.28 

An institution designated by the Executive and the Cuban banks is charged with making 
the necessary provisions and arrangements for the coining of the national money, but the actual 
minting is done by the Mint of the United States of America. (Lez cit.: Articles 11 and 13.) 

The minting of gold is legally unlimited. (Lez cit.: Article 8.) However, neither the coinage 
institution nor the Mint of the United States of America is required to purchase gold offered to 
them. (Lea: cit.: Article 12.) 

EXPORT AND IMPORT OF GoLD. 

The export of both Cuban and United States of America coin is prohibited. The export 
of the coin of other countries, which is not legal tender, is permitted only through the three ports 
of Havana, Santiago and Cienfuegos. (Decree of April 21st, 1917.) The export of gold in bars 
or any other form as well as shavings, filings, etc., is prohibited except under special authorisation 
from the Treasury Department. (Decrees of October 4th, 1917, and May 8rd, 1920.) 

The import of gold is unrestricted. 
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CURACAO. 

REDEMPTION. 

The Bank of ~o is required to redeem its notes in coin which has legal currency in 
the Colony. (Decree establishing New Statutes for the Bank of Cu~ao : Article 1, section 8, 
paragraph 5.) . 

·REsERVE. 

The Bank is required to hold a reserve in' specie and bullion equal to 88l% of its notes. 
(Lu cit.: Article 1, section 8, paragraph 11.) At the request of the Bank, the Governor may 
temporarily change this proportion in times of emergency. (Lez cit. : Article 1, section 8, 
paragraphs 12, 18 and 14.) 

Plfu:e of~: Th~ above reserve must be held in the head office of the Bank at Willemstad. 
(Lez c:it.: Artic1e 1, section 8, paragraph 11.) · 

PuRCHASE OF GoLD. 

The Bank of Cu~ao is not required to purchase gold offered to it. 

MINTING OF GoLD. 

Cura~ has no gold coinage of its own. The ten-florin and five-florin gold coins of the 
Netherlands circulate as legal tender. (~lint Law, of ~lay 23rd, 1899: Article 4.) 

EXPORT AND hfPORT OF GoLD. 

The export and import of gold are unrestricted. 
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CZECHOSLOVAKIA. 

REDEMPTION. 

The National Bank of Czechoslovakia has the exclusive right to issue bank-notes. 
State notes which were in circulation when the Bank commenced its operations (April 1st, 

1926), as well as those which were put into circulation since, are considered as the Bank's own 
notes. (Law of April 14th, 1920: Article 89; and the Law of April 23rd, 1925: Article XII.) 

The Bank is required to redeem its notes on demand in one of the following forms : 1 

' (a) Gold coin of legal currency or gold in bars; 
(b) Gold exchange of full value at the rate of the day on the Prague Exchange. 

The Bank has the right to choose between these forms. In no case may redemption be 
demanded of an amount corresponding in value to less than 12 kilogrammes of fine gold. 

Should the Bank fail to redeem its notes withjn 24 hours of their presentation, and be unable 
to show a case of force majeure, it shall forfeit its privilege. (Law of November 7th, 1929: 
Article 8, paragraph 2.) 

RESERVE. 

The Bank is required to hold a reserve equal at the end of 1929 to at least 25 %. at the end 
·of 1930 to at least 80 %, and at the end of 1935 and from that time on to at least 85 % of 
the sum of its notes in circulation plus its other sight engagements. 

One half of this reserve, at least, must be made up of gold coin or gold bullion. The remainder 
may consist of the following : 

(a) Foreign bank-notes and current coin; 
(b) Foreign exchange of full intrinsic value in the form either of drafts on the 

principal banking centres in Europe and America signed by sound banking institutions 
and otherwise complying with the rules of a bank draft, or of immediately recoverable 
balances held with unquestionably good banks in the principal banking centres of 
Europe and America. 

The proportion between the reserve and the liabilities covered by it shall be calculated 
each trimester upon the basis of the average rates on the Prague Exchange during the final 
two weeks of the preceding trimester. (Law of November 7th, 1929: Article 6.) 

If the reserve ratio falls below the legal minimum, the Bank must pay a tax on the difference 
between the actual and permissible amounts of its note circulation. (Law of April 14th, 1920: 
Article 80, and Law of April 23rd, 1925: Article VIII; modified by the Law of November 7th, 
1929: Article 10, paragraph 2(b)). 

Place of deposit : The place where the gold included in the reserve is to be held is· not 
specified. 

PuRCHASE oF GoLD. 

The Bank is required to purchase gold on demand at a fixed price, provided the quantity 
offered represents a value of at least 12 kilogrammes of pure gold. 1 The Bank is authorised 
to deduct from the price paid the expenses of assay and minting at the rate fixed by the State 
1\lint. (Law of November 7th, 1929: Article 8, paragraph 1.) 

• 1 It is provided that the Government, after consulting the Bank, shall issue a deeree fixing the date 
on which paragraphs 1 and 2 of the Law of November 7th, 1929, which concern the redemption of noteR 
and purchase of gold, shall come into force. (Law of November 7th, 1929: Article 8, paragraph 8.) 
This has not yet been done. . 
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1\IINTING oF GoLD. 

It is provided that coins of 100 crowns shall be minted in gold. A Government decree 
shall fix the date on which the Mint shall begin to mint such coins on behalf of the State and 
that on which it shall be authorised to mint the said coins without restriction oq behalf of 
individuals. (Law of November 7th, 1929: Article 4o.) 

EXPORT AND IMPORT OF GoLD. 

All restrictions on the expc)rt of gold were removed on January 17th, 1927. 
The import of gold is unrestricted according to Item 560 of the Tariff Regulations. 
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FREE CITY OF DANZIG. 

REDEMPTION, 

The Bank of Danzig is required to redeem its notes (in amounts of at least 1 000 gulden) 
in cheques on London as soon as the rate drops to 198, IOd. per 25 gulden. The Bank is also 
required to issue cheques on London in exchange for "Danzig gulden". (Annex entitled "Notcn
privileg" to the Bank Law of November 20th~ 1923, paragraph U.) 

RESERVE, 

The Bank is required to keep a reserve of gold coins, notes of the Bank of England, or sight 
assets in sterling with the Bank of England, of at least one-third of its note circulation as long 
as its note circulation does not exceed 40 million gulden (figure fixed by Senate Decree of 
November 12th, 1927). Any notes issued in excess of this limit have to be covered to their 
full value by the reserve, and a tax has to be paid on the excess. (Lex cit.: paragraphs 8, 9 and 10.) 

Place of deposit : The place where the gold coins included in the reserve are to be held 
is not specified. 

PURCHASE OF GOLD. 

The Bank of Danzig is not required to purchase gold, but is required to buy sterling through 
its London agents against cheques on Danzig of at least 1,000 gulden if offered at a rate not 
higher than £1 08. ld. per 25 gulden. (Lw cit. : paragraph 12.) 

l'tiiNTING OF GoLD, 

The Government alone enjoys the right to have gold coined. (l\lint Law of November 20th, 
1923: Article I.) . 

The Free City of Danzig has no mint of its own, and consequently the Government has its 
coins minted abroad. 

EXPORT AND IMPORT OF GoLD, 

(The Free City of Danzig is subject to the Polish Customs Law and the Polish Customs Tariff.) 
The export of gold is unrestricted. (The decree of the President of the Polish Republic 

of February 15th, 1928, does not apply to the Free City of Danzig.) 
The import of gold is unrestricted. 
(Independently of any regulations of the Polish Customs tariff which may be in force, the 

import and export of gold, in so far as the territory of the Free City of Danzig is concerned, .remains 
free of Customs duty under Article 11 of the Treaty concluded between Poland and the .Free 
City of Danzig at Geneva on September 22nd, 1923.) 
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DENMARK. 

REDEMPTION'. 

The National Bank in Copenhagen, according to Article 7, paragraph 5, of the Law of 
July 12th, 1907, was required to redeem its notes on demand in legal tender gold coin, but on 
Amrust 2nd, 1914, this provision was suspended. The Law of December 27th, 1926, renewed 
the"' obligation, but with the limitation that the Minister of Industry, Commerce and Shipping 
could stipulate that redemption need only be made when notes were presented to the amount 
of 28,000 kroner or multiples thereof, and that the Bank should have the option of making pavment 
in Danish gold coin at face value, or in gold in bars or any other form at the rate of 2,480 kroner 
per kilogramme of fine gold. This limitation which, in accordance with the Law of December 
27th, 1926, would have expired on December 81st, 1929, was extended to the end of 1980 by 
the Law of December 23rd, 1929. 

RESERVE. 

The Bank is required to keep a metallic reserve equal to 50 % of the nominal value of the 
notes in circulation. This reserve may consist of : 

(a) Domestic legal tender gold coins and domestic fractional coins at face value, 
foreign gold coins at the minting parity, and gold bullion. This item shall make up 
not less than three-fifths of the obligatory metallic reserve (SO % of note circulation), 
and the stock of legal tender gold coins shall make up not less than one-fourth of the 
.obligatory metallic reserve (12j% of the note circulation). 

(b) The Bank's non-interest-bearing demand balances with the Bank of Norway 
and the Swedish Riksbank, less the Bank's debt to these two Banks. 

(c) The Bank's non-interest-bearing balance on giro account with the German 
Reichsbank. 1 · 

- The remaining 50% of the note circulation must be covered bf a securities reserve made 
up of bonds for loans against collateral security, domestic and foreign bills of exchange, credit 
balances payable on demand with foreign correspondents, public bonds at rates officially quoted, 
and mortgages for loans on real estate for an amount of not more than six million kroner. The 
securities reserve must be held to the proportion of 125 kroner of assets to 100 kroner of notes. 
(Act of July 12th, 1907: Article 7, paragraphs 1, 2 and 8.) 

Under special circumstances, modification of the above reserve requirements may be 
granted by royal proclamation for a period up to two years, subject to the payment of a 
tax. (Lez ciL : Article 7, paragraph 8.) 

Place of depoait : The Bank may include in its metallic reserve only the gold held in its 
vaults and the gold bullion sent to the Mint and held there earmarked for the Bank's account. 
(Le.x cit.: Article 7, paragraph 2.) 

' 

PURCHASE OF GoLD, 

The Bank is required to purchase gold bullion on demand at a fixed price (1 kilo fine gold 
= 2,480 Kroner), less ~ per cent seignorage and the assay expenses if the gold offered for sale 
is not provided with such stamps as are recognised by the Baa (Le.r cit.: Article 7, paragraph 5.) 

~The term" balance" here does not mean" net balance", because the non-interest-bearing balance 
on g!ro account with the German Reichabank is not reduced by a possible debt as the latter is. interest· 
beanng. • 
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MINTING OF GoLD. 

The Government Mint is required to accept gold on demand from any person and to give 
in exchange 10-Kroner or 20-Kroner pieces on l'ayment of ~% of the value of the amount minted 
in the case of the former and ! % of such value m the case of the latter. (Law of May 23rd, 1873, 
on the Monetary System : Article 12.) 

ExPORT AND IMPORT OF GoLD. 

The export of gold-in coin and bars-is permitted to such countries where the Central 
Bank is bound to buy and sell gold and from where there is free gold export to Denmark. (l'tfinistry 
of Justice Proclamation of January 11th, 1927.) 

The import of gold is unrestricted. 
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ECUADOR. 

REDEMPTION. 

The Central Bank of Ecuador is required to redeem its notes on demand at its head office 
and its principal branches, in one of the following, the option resting with it : · · 

(a) Ecuadorian gold coin, as authorised by the Currency Law of March 4th, 1927; 
(b) Gold bar;;, approx~ately 100% fine and weighing not less than 500 grammes, 

- calculated accordmg to the1r fine gold content; . · 
(c) Gold coin of the l:Jnited States of America or Great Britain at .fixed rates, 

provided they are within the legal tolerance; 
(d) Drafts payable in gold at sight or at three days' notice, and drawn on funds 

deposited in banks of established reputation in New York or London .. In this case, 
the Bank may charge ajremium, which shall not exceed the sum necessary to cover 
the cost of shipping gol bars from Quito to London or New York. (Organic Law of 
the Central Bank of Ecuador: Article 57.) . · 

The Central Bank is required to redeem in the same manner as its own notes all notes put . 
into circulation by the former banks of issue, and by the Central Office, whose liabilities the 
Central Bank took over when it opened. (Le.x cit: Articles 64, 65, 66 and 67.) 

Should the Bank fail to redeem its notes as provided, it shall be declared bankrupt and be 
immediately put into liquidation. (Lex cit: Article 60.) 

REsERVE. 

The Bank is required to hold a reserve equal to 50% of the value of its notes in circulation 
plus its deposits. This reserve may consist only of the following : 

(a) Gold coin or bars held in the vaults of the Bank; 
(b) Gold coin or bars deposited in first-class banks abroad; 
(c) Deposits in first-class banks in New York or London, payable at sight or at 

three days' notice in gold. ' 

The reserve may be distributed among these forms in such proportion as the Board of 
Directors may see fit. (l.e.x cit: Article 78.) 

The Bank is required to hold a reserve of 50%, constituted in the same manner, against 
the notes in circulation of the former banks of issue and of the Central Office. (Lex cit : 
Article 79.) . . 

H the reserve ratio falls below the statutory minimum, the Bank must pay a graduated 
tax to the Government. The discount rate must not be less than 7% per annum if the reserve 
ratio remains below the statutory minimum for a week or more. Over and above this 7%, 
the rate must be increased by at least one-half of the rate of the tax payable on account of tlie 
deficiency. (Lex cit: Articles 80, 81, and 82.) . 

Place of Depolit: See (a), (b), and (c) above, under "Reserve". 

PuRCHASE OF GoLD. 

The Bank is required to pay out its notes on demand, at its head office and its principal 
branches, in exchange for the following : 

(a) Ecuadorian gold coin, as authorised by the Currency L~w of March 4th, 1927, 
prov1ded its weight is within the legal tolerance; · 

(b) Ecuadorian gold coin of previous issues at its fine gold value according to the 
law which authorised its minting, provided its weight is within the legal tolerance; 
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(c) Other gold coin or bars approximately 100% fine and weighing not less than 
500 grammes, calculated according to their fine gold content; 

(d) Deposits payable at sight in gold credited to the account of the Bank 
in banks in New York or London where the Bank keeps a deposit account 
forming part of its legal reserve. In this case, the Bank may charge a premium which 
shall not exceed the sum necessary to cover the cost of shipping gold bars from New 
York or London to Quito. (Le.x cit : Article 59.) · 

1\IINTING oF GoLD. 

The Bank, as the agent of the Government, is required to receive gold for minting at a 
fixed rate in amounts of 10,000 condors 1 or over, and is required to have this gold minted into 
Ecuadorian gold coin of the denominations specified by the Government. }'or this servi<•e, 
the Bank shall charge only the cost of minting and other expenses, according to a fixed schedule. 
(Currency Law of l\larch 4th, 1927: Article 8.) 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. (Currency Law of l\larch 4th, 1!!27 
Article 22.) 

1 The monetary unit is the sucre; 25 sucres equal one condor. 
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EGYPT. 

REDEIIIPTION. 

The National Bank of Egypt is required in principle to redeem it~~ notes in gold.• (Statutes 
of the National Bank : Article 4, paragraph 1.) 

RESERVE. 

The Bank is required, in principle, to keep against ib notes a reserve as follows : 

(a) At least 50% in gold 1; 
(b) The remainder in securities valued at their market price, but not above par, 

and chosen by the Government. (Le.l: cit. : Article 5.) · 

Place of deposit: Unspecified. 

PuRcHASE OF GoLD, 

The Bank is not required to purchase gold offered to it. 

1\liNTING OF GoLD. · 

The minting of gold is not free. There is, moreover, no mint in Egypt. Gold .coins bearing 
Egyptian designs have, in recent years, been struck in the Royal Mint, London, under con!Yact 
with the Egyptian Government. - . 

. ' 

EXPORT AND IIIIPORT OF GoLD: 

A special authorisation from the Government is required for each exportation of gold. 
The import of gold is unrestricted. . . . · 

1 At the beginning of the war, a Goverrunent Decree declared the notes inconvertible. 
_ •. I~ 1916, the Goverrunent allowed the Note Issue Department of the Bank to hold British Treasury 

Btlls mlieu of gold. The Issue Department at present holds just over .£3,000,000 In gold, and the Banking 
:O..partment about £500,000, 
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ESTONIA. 

REDEMPTION.' 

The Eesti Pank is required· on demand to redeem its notes in foreign exchange on a gold 
standard country 1 at a fixed rate. No person shall be entitled to demand redemption of an 
amount less than 5,000 krones. (Statutes of the Eesti Pank : Article 8.) 

RESERVE. 

The Bank is required to maintain a reserve of not less than 40 % of the amount of its notes 
in circulation plus other demand liabilities. (Lw cit : Article 58.) The reserve can include only 
gold coin and bullion owned by the Bank at home or abroad or in transit, and foreign exchange 
convertible into exportable gold at the center where the exchange is held. The term " foreign 
exchange " shall be taken to mean only net balances with banks abroad, foreign bills of exchange 
of periods not longer than three months, and obligations of foreign Governments not exceeding 
six months. (Lw cit. : Article 59.) 

At the request of the Bank, the Government may suspend the above reserve requirements 
for a period of thirty days, further renewable for not more than fifteen days at a time, subject 
to the payment of a progressive tax. (Leal cit. : Article 60.) 

Place of deposit.: The gold included in the reserve must be either in the custody of the Bank, 
or deposited in other Central Banks and earmarked for the Eesti Pank's account, or in any 
mint, or in transit to or from the Eesti Pank. (Lw cit.: Article 59{ a).) 

PURCHASE OF GOLD. 

The Eesti Pank is not required to purchase gold but is required on demand to purchase 
foreign exchange on a gold standard country at a fixed rate 1• No person shall be entitled to 
demand purchase of an amount less than 5,000 krones. (Lw cit. : Artie!~ 8.) 

MINTING OF GOLD. 

Paragraph 4 of the 1\lonetary Law does not provide for gold coin. 

EXPORT AND IMPORT OF GOLD. 

The export of gold is unrestricted. (Export Customs Tariff: Chapter II B, Article 1, revised 
note.) 

The import of gold is unrestricted except in certain manufactured forms. (Import Customs 
Tariff.) . 

• Foreign exchange is at present bought and sold on London. (Notifications by Eesti Pank of 
December 80th, 1927 and !\fay 20th, 1930.) 
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FINLAND. 

REDEMPTION. 

The Bank of Finland is required to redeem its notes on demand at its option in Finnish 
gold coin bullion, or foreign gold exchange, the latter not to be more than one per cent above 
Pl!-1'· (M~ne~ Law of December 21st, 1925 : Article 12; and Regulations of the Bank of 
Finland : Article 8.) . . 

REsERVEs. 

The Bank of Finland is ·required to keep a gold reserve of gold coin and bullion of at least 
300 million marks. 

The foreign exchange held as cover above the gold reserve falls into two categories : 

1 ... Undisputed balances of the Bank with its foreign correspondents." The 
total of the note circulation and sight liabilities is not to exceed by more than 
1,200 million marks the total of the gold reserve and of these undisputed foreign balances. 

2. Bills payable abroad, foreign bonds quoted on foreign stock exchanges, interest 
coupons in foreign currency which have fallen due, foreign bank-notes~ . . 

All excess of the total of the note circulation plus sight liabilities over the total of the gold 
reserve plus the undisputed foreign balances, which is not covered by inland bills of less than 
three months' period. must be covered in full by the four classes of. foreign exchange named 
in 2. There is therefore no definite reserve percentage. (Regulations of the Bank of Finland : 
Articles 6 and 7.) 

Plaee of deposit : The gold included in the reserve must be either in the Bank or in course 
of transport for the account of the Bank. (Lea: cit.: Article 1.) 

PURCHASE o:r GoLD. 

The Bank is not required to purchase gold offered to it. . 

MINTING o:r GoLD. 

. E!very person subm!tting not less than 40 grammes of gold to the Fjnnish Mint for coining 
IS entitled, after the weight and fineness of the gold have been examined, to receive from the 
Bank of Finland ~ld coin of a value corresponding to that of the fine gold, after one-third :per 
cent of the aforesaid value has been deducted for covering the cost of coining. For such coinmg 
no other charges or taxes may be made. (Monetary Law of December 21st, 1925: Article 10.) 

EXPORT AND IMPORT OJ!' GoLD, 

The export and import of gold are unrestricted. (Monetary Law of December 21st, 1925 : 
Article 10.) 
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FRANCE. 

REDEMPTION, 
' 

The Bank of France is required to redeem its notes in gold. on demand. The Bank has the 
choice between French gold coins and gold bullion. By agreement between the Minister of 
Finance and the Bank, a minimum can be fixed for the amounts to be redeemed. For the present, 
.the minimum has been fixed at 215,000 francs, which corresponds approximately to the most 
usual weight of gold bars. (Monetary Law of June 25th, 1928 : Article 8.) 

RESERVE, . 
The Bank of France is required to hold a reserve in gold of at least 85 % of the total sum 

of the note circulation plus current credit accounts. (Leill cit. : Article 4.) 

Place of deposit: The place where the gold included in the reserve is to be held is not specified. 

PuRCHASE oF· GoLD: 

The Bank of France is required to purchase gold on demand at a fixed price minus minting 
and assaying costs. There is no statutory minimum regarding amount. (Leill cit.: Article 8.) 

MINTING OF GoLD. 

The 1\lint may at present accept gold for coining only from the Bank of France. It is pro
vided that a date will be set by a Decree of the Council of Ministers after which the Jllint will 
resume the free minting of gold for private persons. (Leill cit.: Article 6.) This has not yet 
been done. 

EXPORT AND l.MPORT OP GOLD, 

Restrictions on the export of gold were removed by the Monetary Law of June 25th, 1928. 
Article 12 which was put into execution by the Presidential Decree of July 5th, 1928. 

The import of gold is unrestricted. 
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FRENCH WEST AFRICA. 

The Bank of West Africa has charge of the currency circulation in the territories of French 
West Africa. French Equatorial Africa, the Cameroons and French Togoland. 

REDEMPTION. 

The Bank of West Africa is required on demand to redeem its notes in money which is 
legal tender in France. (Law Renewing the Note-Issuing Privilege of the Bank of West Africa, 
January 29th, 1929 : Article 2.) 

REsERVE. 

The Bank is required to hold a reserve of at least one third of the value of its notes in 
circulation. The reserve may ~ composed of the following : · 

(a) Gold, on the basis of the monetary definition of the franc. 
(b) Coin which is legal tender in France. 
(c) Sight deposits in currencies convertible into gold, calculated at par. 
(d) A credit held in a special non-interest-bearing account with the Treasury. 

(Statutes of the Bank of West Africa : Article 15, paragraph 1.) · . 

The Bank may not put into circulation notes to more than the sum of 1,000 million francs, 
except under special dispensation from the Minister of Colonies in agreement with the Minister 
of Finance. (Law Renewing the Note-Issuing Privilege of the Bank of West Africa, January 29th, 
1929 : Article ~-) 

Place of depoait : The place where gold included in the reserve is to be held is not specified. 

PuRCHASE OJf GoLD. 

The Bank is not required to purchase gold offered to it. 

1\IINTING OJf GoLD. 

- The issue of gold coin is not authorised for the territories of Frencb West Africa, French 
Equatorial Africa, the Cameroons and Frem;h Togoland. · 

I 

ExPoRT AND IMPORT oF GoLD. 

The export and import of gold are unrestricted. 
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GERMANY. 

REDEMPTION. 

The Reichsbank is required to redeem its notes in one of the following forms the option 
resting with it : ' 

(a) German gold coins; 
(b) Gold bars of a value of not less than 1,000 Reichsmarks or more than 

85,000 Reichsmarks; 
(c) Cheques or orders to pay in foreign currency, which, according to Article 27 

of the Statutes of the Reichsbank, must be drawn on a foreign central note-issuin" 
bank. The Reichsbank may in this case charge a commission. (The Bank Law C:C 
August 80th, 1924. :Article 81--put into force in accordance with Article 52 by a decision 
ta~en by the .1\lan!lgement and General Board (Direktorium and Genera/rat) of the 
ReiChsbank on April 15th, 1980, approved by the Government on April 17th, 1930, and 
put into effect as from !\lay 17th, 1930.) 

RESERVE. 

The Reichsbank is required to hold a reserve of at least 40 % against its note circulation. 
This reserve must consist not less than three-quarters of gold (80 % of the note circulation) 
and the rest of foreign exchange. The foreign exchange must be calculated at its gold value for 
the time being and may consist of bank-notes, or bills of exchange having not more than H days 
to run, or cheques and claims due from day to day, payable in foreign currency by a bank of 
known solvency in foreign financial centres. Over and above this reserve, the note circulation 
must be covered to its full amount by discounted bills of exchange or cheques. (The Bank Law 
of August 80th, 1924.: Article 28.) · 

In exceptional circumstances the reserve may be allowed to fall below 4.0 % against the 
payment of a graduated tax. (Le.x cit.: Article 29.) . • 

Place of deposit : The gold included in the above reserve must be held in the possession of 
any office of the Bank or be deposited with any foreign central note-issuing bank in a manner 
to be at all times at the free disposal of the Reichsbank. 

The Reichsbank is also required to hold a reserve of at least 4.0 % against its other sight 
liabilities, with the exception of reparations accounts. This reserve must consist of sight deposits 
in Germany and abroad, cheques on other banks, bills of exchange for 80 days or less, or claims 
recoverable at call arising from debts covered by pledges. (Le.x cit. : Article 85.) 

PURCHASE OF GOLD. 

The Reichshank is required to purchase bar gold offered to it at a fixed price. (Lex cit. : 
Article 22.) 

l\IINTING oF GoLD. 

The German mints, in so far as they are not em~loyed on work for the Reich, are re_quired 
to coin gold for private persons on demand. (The l\lmt Law of August 80th, 1924: Arttele 7.) 

ExPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. The restrictions of the war and inflation 
period were removed on December 4th. 1924.. 
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GREAT BRITAIN. 

REDEMPTION. 

The Bank of England is J'e<}.uired to redeem all legal tender in gold bullion but only in the 
fomt of bars containing approxrmately 400 ounces troy of fine gold. (The Gold Standard Act 
of I925 : Articles I and 2; amended by the Currency and Bank-notes Act of I928: Schedule, Final 
Item.) 

RESERVE. 

The Bank of England has the right to issue 260 million pounds in excess of its gold reserve. 
The gold reserve must consist of gold coin and gold bullion held by the issue department of the 
Bank. The amount of the notes issued over and above the gold reserve (the fiduciary note 
issue) must be fully covered by securities and silver coin, the latter at no time to exceed five 
and one-half million pounds. . The securities reserve is made up of : • · 

I. The Government debt to the Bank (this debt stands traditionally at· 
£11,015,000); 

2. Other Government securities; 
8. Other Securities. 

There is no restriction as to the kind of securities comprised in "other securities" or as to 
the relationship which the above three classes shall bear to each other. (Currency and Bank-notes 
Act of I928 : Articles 2 and 8.) 

Piau of deptnit: The gold coin and bullion included in the reserve must be held on account 
of the Issue Department of the Bank. (Le.z cit.: Article 2.) The place in which this gold is 
to be kept is not specified. . . . 

PuRCHASE oP GoLD. 

The Bank of England is required to purchase gold offered at a certain price. (An Act to 
regulate the Issue of Bank-notes, July.I9th, I844: Article IV.) · . . · 

The Bank of England has the right to require any person in the United Kingdom who owns 
any gold coin or gold bullion to an amount exceeding ten thousand pounds in value to sell to 
the Bank the whole or any part thereof, provided such gold is not going to be immediately 
exJ>?rted or is not required for industrial purposes. (The Currency and Bank-notes Act of I928 : 
Article 11.) · · 

1\IINTING oP GoLD. 

Only the Bank of England is entitled at present to bring gold for coining to the Mint. (The 
Gold Standard Act of I925: Article I, paragraph I{ c).) 

EXPORT AND IMPORT OF GoLD. 

Both the export and the import of gold are unrestricted. The Gold and Silver, Export 
Control, ete., Act of 1920 lapsed on December 8Ist, I925. 
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GREECE. 

REDEMPTION. 

The Bank of Greece is required to redeem its bank-notes, on demand in amounts over 
10,000 drachmre, at the fixed rate in the legal tender currency of such foreign gold-standard 
country, or countries, as is by law and in practice convertible into exportable gold.l (Statutes 
of the Bank of Greece : Article 5.) 

REsERVE. 

The Bank is required to keep a reserve of not less than 40 % of the value of its notes in 
circulation plus other demand liabilities. The reserve shall include only : 

\ 

(a) Gold coin and bullion in the unrestricted ownershiJ> of the Bank, and either 
in the custody of the Bank or deposited in another Central Bank, or in any l\lint, or 
in transit; -

(b) Net foreign gold exchange in the unrestricted ownership of the Bank, provided 
that it be either : 

1. On a country the currency of which by law and in practice is convertible 
on demand at a fixed price into exportable gold, or 

2. On a country the currency of which by law and in practice is convertible 
on.demand at a fixed price into foreign exchange as defined in (1). 

"Net foreign gold exchange" is taken to mean : 

1. · Balances standing to the credit of the Bank at the Central Bank of a 
foreign country; 

2. Bills of exchange payable in a foreign currency, maturing within three 
months, and bearing at least two good signatures; 

8. Treasury bills, Treasury certificates of indebtedness or similar obligations 
of a foreign government, maturing within three months : 

less any liabilities in foreign exchange. 

In calculating the amount of the reserve, should it be found that the liabilities in foreign 
exchange exceed the assets enumerated in the paragraphs numbered 1, 2 and 8 above, the excess 
shall be deducted from the other assets of the reserve. (Le.J: cit. : Articles 61 and 62.) 

At the request of the Bank the Government may suspend the above reserve requirements 
for a period not exceeding thirty days or renewable for more than fifteen days. In the event 
of such suspension the Bank must pay a graduated tax to the Government on the amount by 
which the note circulation and other demand liabilities exceed the maximum ordinarily admissible. 
(Le.J: cit. : Article 63.) 

Place of deposit: See above under (a). 

PURCHASE OF GoLD •. 

The first duty of the Bank is to ensure that the gold value of its notes remains stable. (Lei!: 
cit. : Article 4.) 

For this purpose the Bank is required to purchase, on demand in amounts over 
10,000 drachmre at the fixed rate, the legal tender currency of such foreign ~old standard country, 
or countries, as is by law and in practice convertible into exportable gold. (Le.J: cit.: Article 5.) 

1 Foreign exchange is bought and sold at present on London (Decree-law of May 12th, 1928). 
8 
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MINTING OF GoLD. 

According to the Decree-law of November loth, 1927, the Treasury may strike and Ji>Ut 
into circulation through the Bank of Greece imd at the Bank's request coins of a denomination 
which may not exceed ten drachm~e. The composition, weight, size, remedy and standard 
of the coia is determined by Decree issued on the proposal of the Minister of Finance. Up 
to the present no legal t>rovision for gold coins has been made. There is, moreover, no mint 
in Greece, subsidiary com being minted abroad. · 

EXPORT AND IMPORT OF GoLD. \ 

Exvort permission was formally granted to the· Bank of Greece by the Decree-law of 
Novem'ber loth, 1927. Apart from this the export of gold is prohibited. .' . 

The import of gold is unrestricted. · . 
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GUATEMALA. 

The Central Ba.nk of Guatemala has the exclusive privilege of issuing bank-notes. (Presi
dential Decree creatmg the Central Bank of Guatemala : Article 8.) The Central Bank is required 
to redeem, in the same manner as its own notes, and to hold the same reserve against, the notes 
which are still in circulation of the Banco Agricola Hipotecario, the Banco Americano de Guate
mala, the Banco Colombiano, the Banco de Guatemala, the Banco Intemacional, the Banco de 
Occidente, and the Exchange Regulating Office (Caja Reguladora), which organisations enjoyed 
the right of note issue before the Central Bank was given the exclusive privilege on June 80th, 
1926. (Lez cit. : Articles 27 and 28.) 

REDEMPTION, 

The Central Bank is required to redeem its notes (see first paragraph) on demand in quetzals,' 
or in United States of America dollars, or in sight drafts on New York, New Orleans, San Fran
cisco or other foreign centres authorised by the Ministry of Finance. The choice between these 
methods rests with the Bank. Drafts will not be issued for less value than 100 quetzals, unless 
otherwise agreed, and on them the Bank may charge a fixed commission. (Prestdential Decree 
creating the Central Bank of Guatemala : Article 28. Legislative Decree No. 1879 : Article 46. 
Presidential Decree No. 1406: Article 81.) 

RESERVE OF THE CENTRAL BANK AGAINST BANK-NOTES. 

I. The Central Bank is required to hold a reserve equal to at least 40'y., of its notes 
(see first/aragraph). The reserve must be composed (with the slight exception gtven below) of 
gold hel in the vaults of the Bank, or of deposits in first-class credit institutions abroad, 
payable at sight in gold. At least one-third of this 40'y.,--i.e., 18.83% of the notes-must 
consist of coin held in the vaults of the Bank. Of this com 90%--i.e.,I2% of the notes-must 
be gold, and the remaining 10%--i.e., 1.83% of the notes-may consist of one-quetzal, 
half-quetzal or quarter-quetzal silver coins. (Presidential Decree creating the Central llank of 
Guatemala: Article 27, paragraph (a). Presidential Decree No. 1406: Article 17.) 

II. The Central Bank is required to cover the remaining 60% of its notes by the following 
classes of assets : 

(I) Gold or silver bars, the latter valued at the New York rate; 
(2) Bank-notes or bonds approved by the Ministry of Finance; · 
(8) Domestic or foreign gold coin, the latter at their bullion value; 
(4) Silver and aluminium-bronze coins; 
(5) Mortgage bonds and other securities issued by specially named banks; 
(6) Shares and debentures issued by national companies, provided: 

(a) That they are quoted on a first-class Stock Exchange (this provision 
need not be complied with in the case of the shares and debentures of some specially 
named banks),· 

(b) That dividends have been paid on the former and interest on the latter 
regularly for at least five years prior to their acquisition, 

(c) That they do not exceed IO% of the note issue and deposits (see para
graph IV below). 

' (7) Loans, discounts and credits on current account with certain stipulated 
guarantees; 

• Twenty, ten, and five-quetzal coins are of gold. One-quetzal,· half-quetzal, and quarter-quetzal 
coins are of silver. (Legislative Decree No. 1879 : Article 2.) 
' . 



(8) Bills of exchange on foreign countries actually discounted by the Bank. 
(Presidential Decree creating the Central Bank of Guatemala : Article 27, paragraph (b). 
Presidential Decree No. 1406: Articles 40 and 41.) 

Place of Deposit : See paragraph I above. 

REsERVE OF THE CENTRAL BANK AGAINST DEPOSITS. 

IIL The Central Bank is required to hold a reserve of at least 25% against its deposiU 
payable at sight or within SO days. This reserve must be composed in the same manner and in 
the same proportions as the fundamental reserve' held against the note issue (see paragraph I 
above). It may also be held in the currency in which the deposits are payable. , 

IV. The Central Bank is required to cover the remaining 75% of its deposits payable at 
sight or within 80 days by a reserve composed of the same classes of assets as the secondary 
reserve held against the note issue (see paragraph II above). (Presidential Decree creating 
the Central Bank of Guatemala : Article 29. Presidential Decree N'o. 1406 : Article 18.) 

Place of Deposit : See paragraph I above. 

PuRcHAsE OF GoLD. 

The Central Bank is not required to purchase gold offered to it. 

MINTING OF GoLD, 

The Government is required to coin gold on demand forJrivate persons. (Decree No. 970 : 
Article 1, amending Legislative Decree No. 1379 : Article 8. 

The Government is required to give gold coin on deman in exchange for other coin of legal 
currency. (Decree No. 970 : Article 4, amending Legislati~e Decree No. 1879: Article 14.) 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. (Legislative ~ecree No. 1379: Article 15.) 
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HUNGARY. 

REDEMPTION. 

The National Bank of Hungary is not yet reguired to redeem its notes. The moment when 
redef!Iption will begi!l is, in accordance. with. Artic!e 83 of the Bank Statutes, to be fixed by a 
law m agreement With the Bank. This article stipulates that two conditions have previously 
to be fulfilled : 

(a) The new rela~ion of the currency unit to gold must be fixed. This was done 
by an Act of the National Assembly of November 21st, 1925, which created the new 
currency, the pengo, of fixed gold value. (Act XXXV of 1925.) 

(b) The debt of the Government to the Bank must be reduced to 80 million gold 
crowns. This de~t amounted on December Slst, 1929, to 75,563,6-1.3 gold crowns 
(87,543,237 pengo). On December Slst of the last five calendar years the debt 
stood as follows (in gold crowns) : 

1925 ..........•.. 
1926 •...•.......• 
1927 •..•......•.. 
1928 •..•........• 
1929 ............ . 

Total Debt 
Gold crowns 

134,944,153 
116,290,583 
96,163,480 
83,936,825 
75,563,643 

Year' B Reduction 
Gold crowns 

18,653,570 
20,127,103 
12,226,655 
8,873,182 

When redemption becomes obligatory, the Bank will be required to redeem its notes on 
demand in "legal metal currency ", and this requirement must be indicated in the text of the 
notes. (Statutes of the National Bank of Hungary : Article 80.) 

RESERVE. 

The rules as to reserves are different for the periods before and after redemption becomes 
obligatory. 

I. Until Redemption become• Obligatory : 

The note circulation and the sight liabilities, minus the Government debt, have to be covered 
as follows : By a metal reserve during the first five years of 20%, during the second five years 
of 24% (present stage), during the third five years of 28% and during the remainder of the 
period 33~%- If the reserve ratio during this period falls below these requirements a tax must 
be paid (Statutes of the National Bank of Hungary : Article 88). 

A minimum of 25 million gold crowns must at all times be held in foreign credits in leading 
money centres. This amount may, however, be decreased by a decision of the Board of Directors 

. approved by not less than eight Directors and the Governor of the Bank. (Statutes of the 
National Bank of Hungary: Article 85, final paragraph.) · 

2. After Redemption becomes Obl-igatory : 

The note circulation and the sight liabilities must be secured by a metal reserve of not less 
than 33\%- The State debt is no longer deducted (Statutes of the National Bank of Hung.ary : 
Article 87). A tax must be paid if the reserve ratio falls below 40% (Statutes of the NatiOnal 
Bank of Hungary : Article 89). 

In both periods the reserve may include forei~ bank-not~ and. bills of excha~ge. Foreign 
ban_k-notes and bills of exchange may be held only m cu;"fencies which are not subJe~ to extra
ordmary fluctuations of the rates of exchange. Cred1t balances and cash deposits abroad 
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available at sight and held in banks pf unquestioned solvency may also be included in the reserve. 
(Statutes of the National Bank of Hungary : Article 85.) · - · 

(For the requirements in addition to the metal reserve, see Annex : Statutes of the 
National Bank of Hungary : Article 86.) 

Place of deporit: The choice of the place where the metal reserves are to be held rests with 
the Administration· of the Bank, whose power in this respect is unrestricted. · 

PURCHASE OF GoLD. 

The Bank is required to purchase gold bullion offered it at the minting parity minus costs. 
(Statutes of the National Bank of Hungary : Article 92.) . 

MINTING oF GoLD. 

The Royal Hungarian Mint i.'l. not at present required to coin gold for private persons 
on demand. Provisions have been made regarding the minting of gold for the account of 
private persons including the National Bank of Hungary but the decree which will put these 
erovisions into effect has not yet ~n issued.. (Act XXXV of 1925, and Decree No. 6832/P.M. 
(November 2oth, 1925) of the MffilSter of Fmance.) · 

EXPORT AND IHPoRT OF Gox.p. 

The «!~rt and import of gold have been unrestricted since January 1st, 1925. (Decree 
No. 8250fM.E. of 192t.) 

' 
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ICELAND. 

. The National Bank of Iceland (Lf!ndsbanki Islands) operates through three financially 
mdependent department~. called respectively the Note Bank, the Savin!!li Department and the 
l\lo~gage Department. (Act No. 10, of April 15th, 1928, on the Nati~nal Bank of Iceland: 
Art1cle 1.) The Note Bank has the sole right of issuing bank-notes.• (Lex cit.: Article 6.) 

REDEMPTION. 

The Note Bank is required to redeem its notes on demand in current gold coin which is legal 
tender: 1~, however, the a~ount presented for redemption does not correspond to the 
denommatJons of the gold corns, the balance may be given in change. (Lex cit.: Article 7.) • 

RESERVE • 

. The Note Bank is required to keep a gold reserve equal to three-eighths of the note ('ircu
latJOn.1 The gold reserve may never be allowed, however, to fall below two million kronur. 
(Lex cit. : Article 8, paragraph 1.) 

The gold reserve may be composed only of the following : 

(a) Current gold coin which is legal tender; , 
(b) Unminted gold and foreign gold coin at a rate of not less than 2,480 kronur 

per kilogramme of fine gold; 
(c) Demand deposits in foreign banks which are considered by the Board of 

Governors to be perfectly safe and are sanctioned by the Minister of Finance, less any 
· debts to the banks in question. This item may not exceed 25% of the total gold reserve. 

(Lex cit.: Article 9.) 

That part of the note circulation which is not covered by the gold reserve must be covered 
by safe and easily convertible assets to the extent of 125 kronur of assets against every 100 kronur 
of notes. (Le.x cit.: Article 8, paragraph 2.) For the classes of assets permitted, see Article 10 
of this law m the Annex. 

Place o{. deposit : The gold included in the reserve must be held in the vaults of the Bank, 
with the so e exception that gold in transit from abroad to the Bank may also be included, 
though not in excess of 800,000 kronur at any one time. (Le.x cit.: Article 9, final paragraph.) 

PURCHASE OF GoLD. 

The Note Bank is required to. purchase fine gold bullion on demand at a fixed price 
(2,480 kronur per kilogramme, less ~% for minting expenses). (Le.x cit.: Article 7.) • 

MINTING OF GoLD. 

Iceland has no gold coinage of its own. Danish coin circulates as legal tender. 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. 

'The Bank of Iceland (Islandsbanki) was established by the Law of June 7th, 1903, with the sole 
privilege of issuing bank-notes in Iceland for thirty years. By the Law of May 3lst,1921, it was !'nacted 
that the note-issuing privilege of the Bank of Iceland should lapse on December 31st,1933, by whJCh date 
its all notes must be withdrawn from circulation. 

1 The provisions of Article 7 will come into force when the Athling decides. The decisio_n. has not 
yet been taken. Until it is, the Minister of Finance may exempt the Bank from the proviSion that 
amounts standing to its credit abroad shall not exceed 25% of the total gold reserve. ( Le.x cit. : Article 64.) 

1 In addition to the notes covered by the gold reserve, the Bank was entitled to issue up to one 
million krOnur of uncovered notes on the condition that this issue be reduced by 100,000 krOnur before 
November 1st, 1929, and thereafter by the same amount annually. (Lez cit.: Article 65.) 
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INDIA. 

REDEMPTION. 

The Government is required to redeem its notes in gold or (at its option) in sterling on 
London. No person shall be entitled to demand redemption in either gold or sterling of. an amount 
of less value than that of 1,065 tolas of fine gold. (The Currency Act of1927: Article 5, para
graph 1.) 

RESERVE. 

. \ 

The reserves which the Government of India is required to keep against its notes are at 
present governed by the so-called Temporary Provisions. As soon as convenient after the 
reserves shall have been established in the relation provided for under the Permanent Provisions 
the Governor-General in Council shall fix a day when the Temporary Provisions shall cease 
and the Permanent Provisions shall come into force. (The Paper Currency Act of 1928 :Article 19, 
paragraphs 1, 2.) 

Temporary Provisions. 

While the Temporary Provisions are in force the whole amount of currency notes at any 
time in circulation shall not exceed the total amount represented by the rupees, silver half
rupees and gold bullion, and the sum expended in the purchase of the silver bullion and securities 
held by the Secretary of State for India in Council and by the Governor-General in Council. 
The securities held shall be securities of the United Kingdom or of the Government of India, 
or securities issued by the Secretary of State for India in Council, of a total value of not more 
than 1,000,000,000 rupees. (The Paper Currency Act of 1928 : Article 19, paragraphs 8, ~; 
amended by the Paper Currency Act of 1925 : Article 2.) 

Permanent Provisions. 

When the Permanent Provisions have come into force the Government shall be required 
to secure its notes by a metallic reserve and a securities reserve. The metallic reserve must 
equal at least 50 % of the note circulation and the remainder of the note circulation must 
be fully covered by the securities reserve. (The Paper Currency Act of 1928 : Article 18, 
paragraphs 2, 8, 7, 8; amended by, the Currency Act of 1927 :Article 8, paragraph (d) (ii).) 

The Metallic Reaerve shall consist of the toiai amount represented by the rupees, silver 
half-rupees, and gold and silver bullion for the time being held on that account by the Secretary 
of State for India in Council and by the Governor-General in Council. (The Paper Currency 
Act of 1928: Article 18, paragraph~; amended by the Currency Act of 1927: Article 8, para
graph (d) (i).) 

The Securities Reserve shall consist of the securities which are for the time being held on that 
account by the Secretary of State for India in Council and on behalf of the Governor-General 
in CounciL Provided that : 

(a) No securities held by the Secretary of State for India in Council, other than 
securities of the United Kingdom the date of maturity of which is not more than one 
year from the date of their purchase, shall be included; and 

(b) The securities held on behalf of the Governor-General in Council shall be 
securities of the Government of India and shall not exceed 200,000,000 rupees of which 
not. more t~an 120,000,000 rupees maY- be securities created by the Government of 
India and ISsued to the Controller. (The Paper Currency Act of 1928 : Article 18, 
paragraph 5.) 
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In both periods the Governor-General in Council may authorise the issue of not more than 
120,000,000 rupees of currency notes against bills of exchange which will mature within ninety 
days from the date of issue. No metallic reserve is required for such notes. (The Paper 
Currency Act of 1928 :Article 20; amended by The Paper Currency Amendment Act of 1928 : 
Article 4.) 

Place of deposit : The place where the metallic reserves are to be held is unspecified under 
the Temporary Provisions, but under the Permanent Provisions there exists the stipulation 
that no amount of gold bullion held by the Secretary of State in the United Kingdom in excess 
of 50,000,000 rupees shall be included in the reserve. 

PuRCHASE oF GoLD. 

The Government is required to purchase at a fixed price gold offered to it in the form of 
bars containing not less than 40 to las of fine gold. (The Currency Act of 1927 : Article 4.) 
By a Notification given by the Finance Department of the Government of India on April 1st, 
1927, this provision was extended to include gold in other forms, namely, coin and scrap. 

MINTING oF GoLD. 

Gold coin has ceased to be legal tender in India since April 1st, 1927 1• (The Currency Act 
of 1927 : Article 2, paragraph (a).) 

ExPORT AND IMPORT oF GoLD. 

Both the export and the import of gold are unrestricted. 

• In point of fact gold has not been coined in India since April 1919. A bra~<'h of the R;oyal Mint 
was opened in Bombay in 1918 for the coinage of sovereigns and 1,295,372 sovere1gns were corned there 
but the Branch was closed for minting in April 1919. 
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INDO-CHINA. 

The Bank of Indo-China has the exclusive right of note issue in the French establishments 
in India, the colonies of French Indo-China, and the French possessions in the Southern Pacific 
Ocean. In addition, the Bank may establish branches or· agencies in countries not under 
French sovereignty. In the French possessions only the branch offices of the Bank may issue 
notes. The branches and agencies in places not under French sovereignty may issue notes 
with the consent of the Minister of Foreign Affairs and the Minister of Finance. 

REDEMPTION. 

The Bank of Indo-China is required to redeem its notes in gold on demand at a fixed rate. 
Redemption may be made either in Saigon or in Paris, at the choice of the Bank, but in the latter 
case a deduction must be made to cover the costs of shipping gold from Saigon to Paris. (Decree 
of May 31st, 1930, on the Monetary System: Article 2, paragraph 1.) 

RESERVE. • 

The Bank of Indo-China is required to hold a reserve in gold bars or exchange convertible 
on demand into gold coin or bars equal to at least as: % of its notes in circulation plus sight 
deposits. (Le-1: cit. : Article 8.) · · 

Place of depoBit: The gold included in the reserve must be held in the Bank's office in Saigon. 

PuRCHASE OF GoLD. 

' The Bank is required to purchase gold on demand at a fixed price in Saigon. (Lea: cit.: 
Article 2, paragraph 2.) 

MINTING OF GoLD. 

The issue of gold coin is not authorised for the French establishments in India, the colonies 
of French Indo-China, and the French possessions in the Southern Pacific Ocean •. 

EXPORT AND hu>ORT OF GoLD. 
.. 
• 

The ~rt and import of gold 'as regards the French colonies and protectorates in question 
are unrestricted. 
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IRISH FREE STATE. 

Legal Tender Notes. 
REDEMPTION. 

At its ~ndon Agency 1 the Currency Commission is required to redeem all legal-tender notes 
issued by It under the terms of the Currency Act of 1927 in money of any form which is legal 
tender in Great Britain at the nominal rate. (The Currency Act, 1927: Article 49, paragraph I.) 
, In Dublin the Currency Commission, if and whenever and to such extent as it thinks fit, 
may redeem all legal-tender notes in gold coins which are for the time being legal tender 
in the Irish Free State, or (at its option) at the nominal rate in monev of any form which is legal 
tender in Great Britain for unlimited amounts, or (if the holder so agrees) by a draft on London. 
(I.u cit. : Article 49, paragraph 2.) 

Consolidated Bank-notes. 
Each bank to which the Currency Commission issues consolidated bank-notes is required 

on presentation at its principal office in Dublin to redeem the notes issued to it in coin or notes 
(at the option of the bank) which are at the time legal tender in the Irish Free State for the 
required amount._ (Lez cit. : Article 58, paragraph 4.) 

RESERVE. 

The Currency Commission is required to keep two reserve funds : 

1. The Legal Tender Note Fund, out of which all redemption payments of legal
tender notes for which the fund is sufficient must be made. (Lu cit. : Article 50, 
paragraph 1), shall amount to 100 %of the total legal-tender notes outstanding at the end 
of the preceding half-year (Lez cit. : Article 61, paragraph 7) and shall consist of one or 
more of the following values in such relative proportions as the Currency Commission 
shall deem fit : 

(a) Gold bullion; 
(b) Gold coins which are for the time being legal tender in the Irish Free 

State for unlimited amounts; 
(c) Money in any form which is for the time being legal tender in Great 

Britain for unlimited amounts; 
(d) British Government securities; 
(e) Sterling balances on current or deposit account at the London Agency 

or anx Bank in Great Britain or Northern Ireland; 
(/) Securities of the Government of the United States of America. (Leo11 cit.: 

Article 61, amended.) _ 

2. The Note Reserve Fund, out of which all redemption payments of legal-tender 
notes for which the Legal Tender Note Fund is insufficient (Lu cit. : Article 50, 
paragraph 1), together with the redemption payments of ~ll co~olidated bank-notes 
on which the responsible bank defaults must be made (Lez cd. : ArtiCle 58, paragraph 7), 
shall equal at least 10% of the consolidated bank-notes in outstanding (I.u cit. : 
Article 62, paragraph 6) and consist of o!le. or more of the following values, in such 
relative proportions as the Currency CommiSsion shall deem fit : 

• 
(a) Gold bullion; . . . . 
(b) Gold coins which are for the trme bemg legal tender m the Irish Free 

State for unlimited amounts; 

• The Bank of England was appointed in 1928 to be the London Agency of the Irish Free State 
Currency Commission. 
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(c) Money in any form which is for the time being legal tender in Great 
Britain for unlimited amounts; · 

(d) British Government securities; 
(e) Securities guaranteed by the British Government; 
(/) Sterling balances on current or deposit account at the London Agency 

or any bank in Great Britain or Northern Ireland; 
(g) Legal-tender notes, but not in an amount greater than 10% ofthe Fund; 
(h) Securities of the Government of the United States of America. (Lex cit. : 

Article 62, amended.) . · 

If both the Legal Tender Note Fund and the Note Reserve Fund prove insufficient to provide 
for the redemption of legal-tender notes presented for payment, the necessary funds shall 
be taken out of the monies advanced to the CommissiOn out of the Central Fund (i.e., 
the Exchequer). (Lex cit. : Article 50.) 

Place of deposit: The place where the gold included in the Legal Tender Note Fund and 
the Note Reserve Fund is to be held is unspecified. The only stipulation is that the capital 
of the two funds must be held "by the Commission or at its disposal". (Lex eit.: Article 61, 
paragraph S; and Article 62, paragraph 2.) 

PuRCHASE OF GoLD. 

The Currency Commission is required to purchase on demand in return for legal-tender 
notes either gold bullion (in amounts over 100 ounces) or Saorstat gold coins, which are legal 
tender in the Irish Free State for unlimited amounts, or British money in any form, which is 
legal tender in Great Britain for unlimited amounts. (Lex cit.: Article 4o7, paragraph 2.) 

Nevertheless, so long as the Minister of Finance is not required to mint gold bullion on 
demand (see the paragraph on" 1\linting of Gold") the Commission, if it thinks fit to do so, may 
refuse to purchase gold bullion offered to it. (Lex cit. : Article 4o7, paragraph 8.) 

MINTING OF GoLD. 

The Minister of Finance is not required at present to purchase gold bullion offered for 
minting at a fixed price. The Minister, with the concurrence of the Commission, will aJ!point 
a day on which purchase of bullion for minting by him shall become obligatory, but, if the 
Commission so n;quires, ~t alone shall be entitled after that day to deliver gold bullion for this 
purpose. (Lex cit. : Art1cle 5, paragraphs 1, 2, 4o, 7 and 8.) 

ExPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. 
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ITALY. 

REDEMPTION. 

The Bank of Italy is required to redeem its notes on demand in gold bars of a minimum 
weight of 5 kilogrammes, or, at its option, in foreign exchange convertible into gold. Redemption 
in foreign exchange will be made at a rate fixed by the Bank, account being taken of the current 
market rates, but it must not in any event be above the gold export rate which has been fixed 
by the Decree of February 26th, 1928, No. 258, at 19.10 lire to the dollar. (Decree-Law of 
December 21st, 1927, No. 2325 : Article 1, put into force by the Decree of }'ebruary 26th, 1928, 
No. 252.) 

RESERVE. 

The Bank is required to secure its notes in circulation plus its other sight liabilities, including 
the Treasury current account, by a reserve of not less than 40% in gold or foreign exchange 
convertible mto gold. (Decree-Law of December 21st, 1927, No. 2325: Article 4.) 

Place of deposit : The place where the gold included in this reserve is to be held is not 
specified. 

PuRcHASE oF GoLD. 

The Bank is not required to purchase gold offered to it. 

MINTING OF GoLD. 

It was provided by Article 6 of the Decree-Law of December 21st, 1927, No. 2325, t~at 
the existing regulations on the minting and issue of gold coin would be put into acco~ ~1th 
the present gold value of the lire by a Royal Decree to be made on the proposal of t~e Mm1ster 
of Finance. This was done by the Royal Decree of July 18th, 1930, No. 1148, which autho
rised the minting of 100-lire and 50-lire gold coins. The minting of these coins on the demand 
of private persons was not authorised. 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. 
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JAPAN. 

Japan Proper. 

REDEMPTION, 

The Bank of Japan is required to redeem its notes in gold coin on demand. (Article U ot 
the Bank of Ja~an Regulation, 1882, as amended by Law No. 61 of August, 1890, ancl Article 1 
of the Convertible Bank-note Regulation, 1884, as amended.') 

REsERVE. 

The Bank of Japan has the right to issue notes to the amount of 120 million yen against : . 
(a) Government loan bonds or Treasury Bills or other reliable securities_; · 
(b) Commercial bills. . · . ' , · . · .· .. 

In case of necessity the Bank, with the consent of the Minister of Fi~ance, ·may increase 'the 
fiduciary issue subject to the payment of a tax. · · , . ·. ·. 

All notes issued over and above the/ermitted fiduciary issue must be covered by an 
equivalent value of gold and silver coin an bullion, provided that silver coin and bullion shall 
not exceed one-fourth of the total amount of such reserve.• (Article 2 of the Convertible 
Bank-note Regulation, 1884, as above cited.) · 

Piau of depoBit: The place where the gold included in the reserve is to be .held, is not 
specified.• 

Pt1RcJlAsE OF GoLD. 

The Bank of Japan ~ required to purchase gold coin on demand in exchange] for its 
bank-notes. (Article 7 of the Convertible Bank-note Regulation, as above cited.) . . 

MINTING OF GoLD. 

The Government is required to mint gold on demand for private persons. · (Article 14 
of the Coinage Law, Law No. 16 of March 1897, as amended.) 

EXPORT AND IMPORT OF GoLD. 

Restrictions on the !!xport o~ gold were removed by the Ministry of. Finan'ie Decn:e of 
November 21st. 1929, wh1ch came mto force on January lith, 1980. · · 

The import of gold is unrestricted. 

I . 
1 The Convertible Bank-note Regulation was amended by Decree of the Council of State, No.9, 

of May 1885, Imperial Ordinance No. 59, of August 1887, Law No. M, of May 1885, Law No. 18, of 
March 26, 1897, Law No. 55, of March 1899. 

1 No silver coin or bullion has been included in the reserve since 1905. 
As a matter of fact the Banks of Japan, Chosen and Taiwan hold their gold reserves in their own 

respective vaults, although sometimes they include yold held in the Japanese Imperial Mint against 
the Gold Coin Delivery Certificates provided for in Article 7 of the Coinage Regulation. (Imperial 
Ordinance No. 138 of .1897 as amended). 
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Chosen (Korea). 

REDEMPTION.' 

The Bank of Chosen is required to redeem its notes in gold coin or the Bank of Japan notes 
on demand. (Article 21 of the Bank of Chosen Law, Law No. 48 of March 1911, as amended.•) 

REsERVE. 

The Bank of Chosen has the right to issue notes to the amount of 50 million yen against : 

(a) Government loan bonds or any other reliable securities; 
(b) Commercial bills. 

In case of necessity, the Bank, with the consent of the Governor-General of Chosen, may 
increase the fiduciary issue subject to the payment of a tax. 

All notes issued over and above the P.ermitted fiduciary issue must be covered by an 
equivalent value of gold coin and bullion, stlver bullion or the Bank of Japan notes, provided 
that silver bullion shall not exceed one-fourth of the total amount of such reserve. (Article 22 
of the Bank of Chosen Law, as above cited.) 

Place of deposit : The place where the gold included in the reserve is to be held is not 
· specified.1 

PURCHASE OF GOLD. 

The Bank of Chosen is required to purchase gold coin or Bank of Japan notes on demand 
in exchange for its bank-notes. (Article 8 of Decree of the Governor-General of Chosen, No. 146, 
1911.) 

MINTING OF GoLD. 

The provisions which are in force in Japan Proper apply also to Chosen. 

EXPORT AND IMPORT OF GoLD. 

The provisions which are in force ·in Japan Proper apply also to Chosen. 

Taiwan (Formosa). 

REDEMPTION. 

The Bank of Taiwan is required to redeem its notes in gold coin on demand. (Article 8 of 
the Bank of Taiwan Law, Law No. 88 of April 1897, as amended.3

) 

• The Bank of Chosen Law was amended by Laws No. 28 of March 1918 and No. 21 of July 1924. 
• See footnote • on the preceding pa,ge. 
• The Law was amended later by Laws No. 17 of June 1901, No. ll-i of March 1902, No.8 of 

February 1906, No. 46 of April 1910, No.7 of !\larch 1914, No. 27 of !\larch 1918, No. 68 of April 
1922. 
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REsERVE. 

The Bank of Taiwan has the right to issue notes to the amount of 20 million yen against : 

(a) Government paper money and securities, the Bank of Japan notes, or other 
reliable securities; 

(b) Commercial bills. 

In case of necessity, the Bank, with the consent of the Minister of Finance, may increase 
the fiduciary issue, subject to the payment of a tax. 

All notes issued over and above the permitted fiduciary issue must be covered by an 
equivalent value of gold and silver coin or bullion. (Article 9 of the Bank of Taiwan Law, 
as above cited.) . . 

Plaa of deposit : The place where the gold included in the reserve is to be held is. nof 
specified. 1 · · 

PuRCHASE OF GoLD. 

The Bank is not required to purchase gold on demand. 

MINTING OF GoLD. 

The provisions which are in force in Japan Proper apply also to Taiwan. 

EXPORT AND hi:PORT OF GoLD. 

The provisions which are in force in Japan Proper apply also to Taiwan • 
• 

1 See footnote 1 on page 9,. 
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LATVIA. 
' 

REDEMPTION. 
Bank-flOtea. 

The Bank of Latvia is required at all times to redeem its notes in gold. (Statutes of the 
Latvian Bank : Article U.) 

Treatmry Notes. 
Regulations regarding the redemption of the Latvian Treasury Notes are still to be 

fixed by the Minister of Finance. (Law concerning State Treasury Notes, No. 183 of 1924, 
November 24-th.) , 

RESERVE. 
Bank-flOtes. 

The Bank of Latvia is obliged to secure its notes as follows : 
(a) If the total note circulation does not exceed 100 million lats, a minimum 

of 50% must be secured by gold or stable and sure foreign currencies and the remainder 
by reliable short-term bills of exchange. 

(b) If the total circulation is between 100 million and 150 million lats, 100 million 
is to be secured as above and of the remainder 75% must be secured by gold or stable 
and sure foreign currencies, and 25% by reliable short-term bills of exchange. 

(c) If the total circulation exceeds 150 million lats, 150 million must be secured 
as above (b) and the remainder must be entirely covered by gold or stable and sure 
foreign currencies. (Statutes of the Latvian Bank : Article 13.) 

Place of deposit: The place where the gold included in the reserve is to be held is not specified. 
The choice rests with the Bank whose power in this respect is unrestrirted. 

Treatmry Notes. , 
The Rouble Treasury notes are to be withdrawn from circulation, and the State will issue 

Lat Treasury notes in their place up to a maximum of 48 million lats. The State shall be respon
sible for the Treasury Notes with all its property and shall deposit gold with the Bank of Latvia 
to the value of at least one-fourth of the notes issued. (Law concerning State Treasury Notes, 
No. 183, of 1924, November 24th.) 

According to a Decree of the Minister of Finance published on October 21st, 1929, all of 
the Rouble Treasury notes, from one to five hundred roubles inclusive, are to be exchanged 
before April 1st, 1930. From April 1st, 1930, to April 1st, 1931, they may be exchanged only 
at the Head Office of the Bank of Latvia, and after April 1st, 1931, those still in circulation will 
be considered worthless. 

PURCHASE OF GoLD, 

The Bank is not required to buy gold offered to it. 

MINTING oF GoLD. 

The State is required to accept for mintina gold offered to it by anyone in 9uantities of not 
, less than 100 grams. The price is left to the determination of the Minis~er of Fmance. (Regu

lations concerning Latvian Money, published on August 3rd 1922, by dint of law of July 16th, 
1919; amended March 18th, 1925 :Article 3.) 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. 

7 



-98-

LITHUANIA. 

REDEMPTION, 

The Bank of Lithuania is not required to redeem ita notes in' gold. The procedure for the 
conversion of bank-notes into gold money is to be fixed by the Minister of Finance, Commerce 
and lndustry.1 (Statutes of the Bank of Lithuania : Article 25.) 

RESERVE, 

The Bank is required to keep a reserve in gold to the amount of. at least one-third of ita 
notes in circulation. The remainder must be covered by easily realisable securities valued at 
not more than their stock-exchange price. (Lea: cit •. : Article 24o.) 

Plaee of deporit : The gold included in the reserve may be held in the Bank or on deposit 
in other banks at the Administration's discretion. · 

l'uRCBASE OF GoLD. 

The Bank is not required to purchase gold offered to it. 

MINTING OF GoLD. 

Up to the present no provisions have been made for the minting of gold. 

' EXPORT AND IMPORT OF GoLD. 

The e~rt of gold both in coin and bars is :prohibited, except under special licence 
from the Mfuister of Finance, such licence to be obtained for each particular export.• (Law 
of February 2oth, 1920 : Articles 1 and 4ol.) 

The import of gold is unrestricted. 

1 This baa not yet been done. · ' 
1 In P.ra~ice the Minister of Finance grants this licence if the Bank of Lithuania declares that it 

baa no obJection. 
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MADAGASCAR. 

REDEMPTION. 

The Bank of Madagascar is required on demand to redeem its notes in money which is legal 
tender in France. (Law on the Creation of a Bank of Issue: Article 2.) 

RESERVE. 

The Bank is required to hold a reserve of at least 88l% of its note circulation. This 
reserve may be composed of the following : 

1. Gold. 
II. Coin which is legal tender in France. 
8. Sight deposits of foreign exchange convertible into gold. . 
4. A credit held in a special non-interest-bearing account with the Treasury. 

(Statutes of the Bank of Madagascar : Article 15, paragraph 1.) 

Place of deposit: The place where the gold included in the reserve is to be held is not specified. 

PullcHASE oF GoLD. 

The Bank is not required to purchase gold offered to it. 

MINTING OF GoLD • 

• 
The issue of gold coin is not authorised for Madagascar. 

ExPoRT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. (Decree of April 20th, 1929.) 
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MARTINIQUE, GUADELOUPE, FRENCH GUIANA AND REUNION., 

The banks of Martinique, Guadeloupe, French Guiana and Reunion are governed by the 
same constitutive laws and statutes. Each bank has the sole right of note issue in the colony 
in which it is situated. (Law of March 21st, 1919, renewin~r the charter of the Banks of 
Martinique, Guadeloupe, French Guiana and Reunion: Article IV, paragraph I.) 

REDEMPTION. 

Ea~h bank is requ~ on de~and to redeem the notes issued by it in money which is legal 
tender m France. (Lez cit. : Art1cle IV, paragraph D.) · · · 

RESERVE. 

The note circulation of each bank must in no case exceed three times the metallic reserve. 
(Lez cit.: Article IV, paragraph V.) . · 

The total sum of the notes in circulation, current accounts and other liabilities of 
each bank must not exceed three times the sum of the bank's capital and reserve funds unless 
the current accounts and other liabilities be covered by cash over and above the reserve for 
guarantee. (Lez cit. : Article IV, paragraph VII.) , . 

Plaee of depoait : The place where the metallic reserves of the Banks of Martinique, 
Guadeloupe, French Guiana and Reunion are to be held is not specified. 

PURCHASE 01!' GoLD. 

The banks are not required to purchase gold offered to them. 

MINTING OJ' GoLD. 

The issue of gold coin is not authorised for the colonies of Martinique, Guadeloupe French 
Guiana and Reunion. . ' 

ExPORT AND IMPORT OP GoLD. 

The export a_nd import of gold as regards the territories in question are unrestricted. 
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MEXICO. 

REDEMPTION. 

The Bank of Mexico is required on demand to redeem its notes in gold. Each branch office 
of the Bank is required on demand to redeem in gold the notes which it has put into circulation 
with its stamp, and in sight drafts on the head office notes issued by other branch offices or by 
the head office. (Law creating the Bank of Mexico, August 25th, 1925 : Chapter II, Article 7 .) 

REsERVE. 

Reserve of Central Bank against Bank-Notes. 

Notes may be issued only; 

1. In exchange for domestic or foreign gold coin; 
2. In exchange for gold bullion, at the rate of 75 centigrammes of fine ¥old per peso; 
3. In exchange for first class drafts payable at sight in gold on foreign countries; 
4. On the rediscount of bills payable in gold, that the Bank rediscounts with its 

associated banks. (Le.t: cit. : Article 4.) 

The Bank of Mexico is required to hold a reserve in domestic or foreign gold coin and gold 
bullion to not less than 50D/0 of its note issue. Gold deposits abroad and gold in transit to the 
Bank may be counted as part of the reserve. From this reserve. may be deducted the amotmt 
of gold held by the Bank as a reserve against deposits. (Le.t: cit.: Article 2.) 

Place of deposit : There may be included in the gold reserve the gold held in the vaults of 
the Bank, the ¥Old dellosited to the Bank's account with foreign banks, and the gold, either 
in bar or coin, m transit to the Bank. (Leill cit. : Article 2.) 

' 
Reserve of Central Bank and Other Bank& against Deposits. 

The Deposit and Discount Banks, to which the following provisions apply, are those which 
engage in ordinary banking operations, receive deposits payable at sight or at not more than 
80 days' notice, discount commercial bills and make loans of the same character. (Ley General 
de Instituciones de Credito y Establecimientos Bancarios: Article 92.) 

Accounts, according to their nature, must be guaranteed by reserves constituted as follows : 

L Deposits, payable at sight or within 80 days, shall be covered : 

. (1) By a cash reserve to the proportion established for the bank in question by the 
National Banking Commission, but m no case lower than 20% or higher than 88%. 
This reserve may consist of : 

(a) Domestic gold; 
(b) Notes of the Bank of ltlexico; 
(c) Foreign gold coin and gold bars at their intrinsic value; 
(d) Sight deposits with the Bank of Mexico; 
(e) Silver com and small change up to 5% of the total. However, ~or these 

deposits made in silver coin and small change, the cover may be held m silver 
com and small change, notwithstanding the proportion it forms of the total; 

(f) Consignments of gold coin or bars in transit; 
(g) Sight deposits in banking firms or foreign banks of first-class standing. 

The items (/) and (g) may be included in the cash reserve only u~n the 
authorisation of the Ministry of Finance by means of temporary permits, but 
in no case may the total of these items exceed one-third of the total amount or 
the cash reserve. 
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Place of depoBit : The gold included in the cash reserve must be held in the vaults 
of the bank in question except when the Ministry of Finance for a temrorary period 
permits the inclusion of consignments of gold coin or bars in transit. (Lea: cit. :Article 93, 
Section I.) . · · 

(2) By a securities reserve, up to the total sum of the accounts which are not 
covered by the cash reserve. For the classes of securities permitted see Article 93, 
Section II, of the above-mentioned law in the Annex. 

II. Accounts in foreign currency giving the holder the right to demand payment speci
fically in drafts on foreign countries shall not legally be regarded as deposit accounts. These 
accounts shall be covered : · 

(I) By a cash reserve to the proportion established for the bank in question by 
the National Banking Commission in conformity with Article 93, Section I. This 
reserve may consist of : 

I 
. (a) Deposits in foreign currencies payable at sight, or 

(b) Domestic gold. · 

Place of depoBit: The reserve·under (a) must be held in the Bank of Mexico or in 
foreign banks, provided they are of first cfass in the opinion of the National Banking 
Commission. The reserve under (b) must be held in the vaults of the bank in question. 
(Lea: cit. : Article 94, Section I.) . 

(2) By a securities reserve up to the total sum of the accounts which are not 
covered by the cash reserve. . For the classes of securities permitted see Article 93, 
Section II, of the abo~e-mentioned law in the Annex. (Lea: cd. : Article 94, Section II.) 

III. The following classes of accounts must also be guaranteed in the manner laid 
down under Sections I and II above : . 

' 
(a) Deposits, payable at sight or .within 80 days, which are composed of domestic 

gold or silver, even if the depositor agrees to accept, at the choice of the bank, other 
currencies in rayment thereof; 

(b) Credit balances of current accounts, accounts of correspondents, etc., payable 
at sight or within 80 days; 

(c) Unused balances of loans. (Lea: cit.: Article 95.) 

PuRcHAsE oF. GoLD. 

The Bank of Mexico is not required to purchase gold offered to it . 
• 

MINTING OF GoLD. 

T~e M~t ~ ~uired to accept, fo~ the purpose of minting, gold suitable for minting offered 
by p~vate mdiVlduals. Such gold will be accepted at a fixed price and without limit as to 
quantity. (Ley de Impuestos a Ia Mineria: Article 16.) 

EXPORT AND IMPORT OF GoLD. 

The ~xport of gold !a prohibited. (Ley de lmpuestos a Ia Minerla : Article 26.) 
The import of gold IS unrestricted. 
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MOROCCO. 

REDEMPTION. 

The State Bank of Morocco is required to redeem its notes on demand in money which 
is legal tender in France. (Statutes of the State Bank of Morocco : Article 2, paragraph 1; 
General Act of the International Conference of Algeciras : Article 82.) 

REsERVE. 

The Bank is required to hold a reserve equal to at least one-third of the value of its 
notes in circulation. At least one-third of this reserve must be kept in gold bullion or gold 
coin. (Idem.) 

Place of ~osit : The place where the gold bullion and gold coin included in the reserve 
are to be held IS not specified. , 

PURCHASE OF GoLD. 

The Bank is not required to purchase gold offered to it. 

MINTING oF GoLD. 

The issue of gold coin is not!authorised for Morocco. 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. 



NETHERLANDS. 

REDEMPTION. 

The Netherlands Bank is required to redeem its notes on demand. (The Bank Actl: 
Article 18, paragraph 1.) The Bank is under no legal obligation to redeem i~ notes in gold but 
may at its option redeem them in the other media of payment which, accordmg to the Laws of 
May 28th, 1901,_ and Au~st 6th,1914, are legal tender to an unlimited. amou1_1t-viz., the he~ vier 
silver coins, wh1ch constitute only· a small percentage of the total cll'Culatlon, and the "silver 
notes" which have practically disappeared. On July 25th, 1927, the Bank gave orders to its 
paying tellers and to the branch office and the variou!\ agencies to limit in future the delivery of 
gold coin as before the war to 50 gulden a day per bank, firm or person. 

The Bank has, however, given an undertaking to the Government that, should the rates 
of foreign exchange rise above gold parity it will, as long as it is able, put gold at ii fixed price s 
at the disposal of exporters for export to countries which themselves authorise the free export 
of gold. (First declared in 1908, suspended in 1914, re-declared as from April 29th, 1925.) 

In case of war or danger of war, the obligation to redeem in legal currency may be suspended 
by a Royal Decree. (The Bank Act: Article 19.) 

RESERVE. 

Article 28 of the Bank Act provides that the proportion between the total amount of bank
notes, bank-assignations and credit balances in current accounts which must be covered by 
the reserve of coin or bullion shall be fixed by Royal Decree. The Royal Decree of January 4th, 
1929, has fixed this proportion at 40 per cent. 

Place of deposit: By the Royal Decree of January 4th, 1929, the Royal Decree of April 5th, 
1889, concerning the weekly balance-sheet of the Netherlands Bank has been ~:hanged in this 
form, that on the debit side of the balance-sheet a footnote is added to the figure for the item 
" Coin and Bullion ", by which is indicated whether a part, arid if so which part, of the metal 
reserve of the Bank is held abroad. In connection with this new Royal Decree, the Minister 
of Finance has declared to the Netherlands Bank at the request of the latter that he does not 
object to gold which is being held abroad, deposited with other banks, and gold in transit, in so 
far as the Netherlands Bank has the free disposal of this gold, bei~g included in the metal cover 
for sight liabilities; with the reserve that at least SO% of the 40% cover required should be in 
the vaults of the Netherlands Bank. 

PuRcHASE OF GoLD. 

The Netherlands Bank is not required to purchase gold offered to it. 

MINTING OF GOLD, 

The Mint is required to coin gold for private persons above a certain minimum amount in 
the form of 10-florin pieces, 5-florin pieces and ducats, unless this is not possible owing to work 
for the account of the State. (Monetary Law of May 28th, 1901 : Article 8.) 

EXPORT AND IMPORT OF GoLD, 

The export and import of gold are unrestricted. . 
The Netherlands Bank, however, when selling gold for export reserves to itself the right 

to approve the destination (see above, under "Redemption") and to this end it may require 
that the bills of lading be submitted to it. · · 

1 Came into force April 1st, 1919. 
1 The ra ~ fixed is 1,653.44 lloriruo per kilo gramme of One gold for bullion and a corresponding ftgure 

lor gold apccre. · · 
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NETHERLANDS INDIES. 

REDEMPTION. 

The Java Bank is required to redeem its notes on demand in legal tender.• (The Java Bank 
Act: Articles 15 and 16.) Legal tender includes gold ten-florin coins, gold five-florin coins, silver 
coins, and Government currency notes. 

In case of war or imminent danger of war, the Bank's obligation to redeem its notes may be 
suspended by ordinance. (Lea: cit. : Article 17.) 

TheJavaBank has given a pledge to the Government of the Netherlands Indies to sell gold at 
a fixed price, as long as it is in its power to do so, should the rates of exchange on foreign countries 
rise above gold parity. (Agreement between the Java Bank and the Government of the 
Netherlands Indies, published in the Official Gazette, of April 29th, 1925.) 

RESERVE. 

The Java Bank is required to hold a reserve in specie and bullion equal to 40% of its total 
demand liabilities. (Lea: cit.: Article 28; proportion fixed by Decree of the Governor General 
No. 229, of June 25th, 1928.) As "specie and bullion", the Bank holds gold and silver coin 
which is legal tender, foreign gold coin, and gold and silver bullion. 

Place of Deposit: Three-fifths of the required 40% reserve-i.e., 24% of the total demand 
liabilities-must be held in the Netherlands Indies. (Lea: cit. : Article 28; proportion fixed by 
Decree of the Governor General No. 229, of June 25th, 1928.) 

PURCHASE OF GoLD. 

The Java Bank is not required to purchase gold offered to it. 

MINTING oF GoLD. 

The Netherlands Indies have no gold coinage of their own. The ten-florin and five- florin gold 
coins of the Netherlands circulate as legal tender. (Mint Law of October 81st, 1912: Articles 2 
and 5.) 

EXPORT AND IMPORT OF GoLD. 

Prohibition on the export of gold was removed on April 29th, 1925. 
_ The. import of gold is unrestricted. · 

1 A bill is at present before the Parliament of the Netherlands which, if accepted! wil~ authorise !he 
Java Bank to redeem its notes, when the amount presented is n~ less t~n 1,650 ~onns, m gold bull~on 
on the bas;s of 1 ,658.4.-i florins per kilogramme of fine gold, or m fore1g11 gold com at a correspondmg 
price. 
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NEW ZEALAND_. 

The Governor of the Dominion may by Proclamation empower any bank to issue and 
circulate notes subject to the provisions and restrictions C?ntained in the chart_er or letters 
patent under which such bank is incorpo!a~ed. (The B~nkmg Act of 1908 : Article 8.) 

The following six banks have the pnvilege of note Issue 1 : 

The Bank of New Zealand; 
The National Bank of New Zealand Ltd; 
The Union Bank of Australia, Ltd.; 
The Bank of Australasia; 
The Bank of New South Wales; 
The Commercial Bank of Australia Ltd. 

Of these six banks the first two are incorporated by special Acts of the General Assembly of 
the Dominion. The other four are Australian banks operating in New Zealand 1• · 

REDEMPTION. 

Each of the note-issuing banks is required to redeem its notes in gold on demand. (The 
Banking Act of 1908: Article 9.) . 

However, the Governor in Council· may from time to time declare by Proclamation that 
the notes of any bank shall, during the period limited by the Proclamation, be legal tender 
everywhere within New Zealand, and durmg the validity of such a Proclamation the notes of 
the bank in question shall be inconvertible. Before making such a Proclamation 1 the Governor 
may require that adequate security be given by the bank that it shall pay its notes in gold on 
demand after the expiration of the period limited by the Proclamation. 

In the event of default of P!i-yment by the issuing bank the ~er of Finance shall pay 
the notes presented. (The Bankmg Amendment Act of 1914. :ArtiCles 2 and 4.) · 

RESERVE. 

The reserves kept by the banks are not prescribed by law but by the Private Acts, Royal 
Charters, or Letters Patent which govem them. ' 

The Private Act of the Bank of New Zealand contains the following clause : 

"That the total amount of Promissory Notes payable on demand, issued and in 
circulation within the Dominion shall not at any time exceed the amount of coin, bullion, 
and public securities which shall for the time being be held by the said Corporation 
within the Dominion of New Zealand or within the United !Pngdom, nor three times 
the amount of the coin for the time being held by the said Corporation within the 
said Dominion." · . 

A similar provision exists relating to the National Bank of New Zealand, Ltd. 
The four Australian banks operating in New Zealand, although the reserve requirements 

of each are governed by its own acts, nevertheless exercise their privilege under New Zealand 
law and may be required tO give adequate security that they will redeem their notes in gold, 
after the expiration of a Proclamation such as mentioned above under "Redemption ". 

1 The note circulation in the Dominion is normally somewhat more than £6 million. Of this flgUIC, 
approximately £180 thousand is Australian circulation not yet redeemed. . 

, 
1 These Australian banks are no longer permitted to circulate notes in Australia. 

~ ol 
1 A ~lamation which cover:' the a~ve-mentioned six banks has been in force since August 6th, 

1914, havmg been extended from tune to tune. Unless extended again it will expire on January lOth, 
1932. 
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In accordance with Article 9 of the Banking Act of 1908, all bank-notes are a first charge 
on all the assets of the bank that issued them which are utilisable for the payment of debts 
due and payable in New Zealand. 

Place of deposit : The place where the reserves of the banks of issue are to be held is not 
specified in the laws of the Dominion. 

PuRCHASE OF GoLD. 

There exists no obligation to purchase gold 1 •. 

MINTING OF GOLD. 

The Dominion does not possess a gold coinage. 

EnoRT AND IMPORT oF GoLD. 

During the J?Criod that the Proclamation referred to above under " Redemption " is in force, 
the export of comed gold is prohibited, excer:t with the consent of the Finance Minister, but 
the export of uncoined gold is unrestricted. The Banking Amendment Act of 1914o : Article 6; 
amended by the Finance Act of 1919 : Part , Article 8.) 

1 Most of the gold produced in New Zealand is now normally sent to Australia, preswnably to 
be minted. 
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. NORWAY. 

REDEMPTION. 

The Bank of Norway is required to redeem its notes in gold "krone-coins" on demand 
(Statutes of the Norges _Bank : Arti<;le 6). . . · . 

The King has the nght to permit the Bank to suspend redemption m case of "peculiarly 
menacing circumstances ".1 (Law of Augus~ 18th, 19U : Article 7.) · 

REsERVE. 

The Bank has the right to issue notes to the sum of 250 million krqner, in excess of the 
gold reserve. The reserve consists of gold coined or in bullion in the vault of the Bank or 
deposited to its account with the Mint. (Law of November 26th. 1920: Article 9.) 

If unusual circumstances demand, the King, with the approval of the Storting, may 
authorise the issue of additional notes subject to the payment of a tax by theBank.1 (Lea: cit. : 
Article 10.) 

Place of deposit : The gold included in the reserve must be held in the Bank or in the 
Government Mint for the Bank's account. (Lea: cit.: Article 9.) 

PuRcHASE OF GoLD. 

The Bank is required on demand to delive'r its notes against gold "krone-coins " and at its 
Head Office to purchase gold bullion at a fixed rate (1 kilogram of fine gold = 2,480 crowns) 
minus charges. (Statutes of the Norges Bank : Article 14.) 

MINTING OF GoLD. 

The Government Mint is required to accept gold on demand from any person and to give 
in exchange, without undue delay, 10-krone or 20-krone pieces on the payment of l% of the value 
of the amount minted in the case of the former and~% of such value in the case of the latter. 
(Law of April 17th, 1875, on the Monetary System: Article 9.) , 

EXPORT AND IMPORT OF GoLD •. 

The embargo on the export of gold was lifted as from May 1st, 1928 but "only as regards 
exports to countries whose note issuing banks redeem their notes in goid and who allow free 
export of gold to Norway". (Royal Decree of April 16th, 1928.) 

The import of gold lS unrestricted. . 

1 The obligation wa_s last suspended March 19th, 1920, but gold redemption was resumed 1\Iay 1st 
1928, by Decree of April 16th, 1928. ' 

1 The last authorisation expired January 1st, 1927, and none now exists. 
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PALESTINE. 

REDEMPTION. 

The ~alestine _Currency Board is require~;~ on demand to red~m Palestine currency notes 
tendered m Palestme by drafts or telesraph1c transfers payable m sterling in London. The 
Board may from time to time fix the mmimum value for which redemption may be demanded. 
(Regulations governing the Palestine Currency Board : Articles 7 and 8.) 

REsERVE. 

. The Board is required to pay into the Curre~cy .Reserve Fund t>roceeds from the sal~ of 
colD and currency notes and all other revenue wh1ch 1t may have, mmus necessary deductiOns 
for expenses an~ any l~sses which may be _inc~d. (Le.i: CJ~. : .~icle 18.) . 

The Board IS reqwred to hold a portion of 1ts reserve m liqwd form. The remamder may 
be invested in securities of the Government of any part of his Majesty's Dominions or in such 
other manner as the Secretary of State may approve. The extent to which investments may 
be made, and the composition of the liquid portion of the reserve, are left to the discretion of 
the Board subject to any directions which may be received from the Secretary of State. (Lez 
cit. : Article 14.) . 

The Board, with the ap_Proval of the Secretary of State, may pay out of the income of its 
invested funds any sum which it thinks proper as a contribution to the revenues of Palestine. 
(Lw cit. : Article 19.) 

When the Board is satisfied and has satisfied the Secretary of State that its reserves are 
more than sufficient, it may pay over the whole or any part of the surplus amount in aid of the 
revenues of Palestine. (Le.i: cit. : Article 20.) 

Place of deposit : The choice of ~he place where the liquid portion of the reserve is to be 
held rests with the Board, subject to any directions which may be received from the Secretary 
of State. 

PuRCHASE OJ' GoLD. 

The Board is not required to purchase gold or sterling offered to it. 

l.\IzNormo OJ' GoLD. 

The Board is not required to accept gold bullion for coining nor does it do so. The Palestine 
Currency Order in Council of February 7th, 1927, provides (Section 2 (I) (a)) that a gold coin 
of one Palestine pound may be coined from time to time under the direction of the Master of the 
Mint (in London) for use in Palestine. These provisions leave open the issue of such gold coins, 
but it is not intended to introduce them at present. 

EXPORT AND IMPORT OJ' GoLD. 

The export and import of gold are unrestricted. (Public Notice : December 8th, 1920.) 
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PARAGUAY. 

REDDMPTION. 

An Exchange Office was created in 1916 for the purpose of stabilising the value of the notes 
in circulation 1 and ultimately assuring their conversion into gold, but the rate <?f this conversion 1 

and the day upon which it will become obligatory for the Office to redeem notes ~ gold on demand 
have not yet been fixed by law•. (Law No.182, of January 26th, 1916: Articles 10 and 11.) 
The Exchange Office is authorised to issue notes against the receipt of gold coin at a fixed rate. 
It may redeem these notes in gold coin, but is not required to do so. (Law No. 550. 
of October 28rd, 1928: Article 1.) 

• 
RESERVE. 

The Exchange Office is not req~ired to hold any fixed reserve in gold. 
I 

PuRCHASE 011' GoLD. 

The Exchange Office is not required to purchase gold offered to it. 

MINTING oll' GoLD. 

Paraguay has no gold coinage of its own•. The Law of July 14th, 1885, made the gold and 
silver coins of Argentine legal tender in Paraguay •. · . 

ExPORT AND IMPORT Oll' GoLD. 

The export of gold is prohibited. · 
The import of gold is unrestricted. 

• Notes of the Government, of the Bank of the Republic, and of the former Conversion Office. 
• The present de facio rate of conversion is 4,261 paper pesos to 100 gold pesos. 
• At the beginning of the present period of the Parliamentary Session of Congress the draft of a new 

monetary law was approved by the Chamber of Deputies, but it had not been passed by the Senate. 
up to the time that this publication went to print. The draft law contains, among others, the following 
provisions : • · 

(1) It creates a gold peso as the monetary unit (Article 1); 
(2) It fixes a rate between this gold peso and the present paper peso (Article 4); 
(3) It limits the amount of the present paper-peso currency which may be in circulation 

(Article 5) ; 
(4) It makes the Exchange Office responsible for the present currency and it gives the 

Exchange Ollice the sole right (subject to the approval of the Federal Executive) to issue 
notes and subsidiary coin (Article 8); 

(5) It lays down that the Exchange Office, in conjunction with the Federal Executive, 
shall decide on the advisability and the date of converting the present paper-pesos into gold 
pesos (Article 9). 

• The present de facio rate of conversion established by the Exchange Office is 18.75 Para!ruayan 
paper pesos to 1 Argentine paper peso, and 42.61 Paraguayan paper pesos to 1 Argentine gold peso, 
the difference in the paper and gold equivalents corresponding to Argentine law which authorises the 
redemption of Argentine paper currency at 44% of its face value. (See Argentine.) 
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PERSIA.~ 

REDEMPTION. 

The lm~erial Bank of Persia, which, under Article 8 of its Concession, has the exclusive 
privilege of Issuing bank-notes, is required, according to the tenns of its Concession, to redeem 
its notes on demand in silver. 

' 
RESERVE. 

There exist n~ laws concerning reserves in gold • 
• 

PuRCHASE OF GoLD. 

Neither the Government nor the Bank is required to purchase gold offered to them. 

MINTING OF GoLD. 

There exist at present no laws concerning the minting of gold. Gold coins (Pehlevi) are 
minted to a small extent in Teheran for presentation purposes. 

EXPORT AND IMPORT OF GoLD. 

The export of gold, whether coined, or in the fonn of bars or dust and the like, is prohibited. 
A small exemption to this :provision as regards coin is allowed to travellers. The export of 
gold in manufactured form JS regulated by the :Ministry of Finance. (Law of the 24th Mehr, 
1805 (solar) • : Article 1 ). 

The import of gold coin is free and exempt from Customs duties. (Law of the 23rd Esfand, 
1307 (solar) •: Article 1.) The import, however, of coins current in Persia which have been 

· minted abroad is not allowed. (Lea: cit. : Article 1, note.) The import of bar gold is subject 
to a Customs duty of 8%. 

1 The Persian Government recently introduced into the Mejlis (the Parliament of Persia), and there 
has now been enacted, a law providing for the establishment of a gold standard in Persia, and also a 
law relating to transactions in foreign exchange. 

By the former Jaw it is provided that the present silver kran currency shaU be withdrawn. and 
replaced by a new unit, to be called the Ryal, wh1ch wiU be based on a gold value. , In order elrectJVely 
f? carry out the currency reforms, the Persian Government deemed it essential that they ahould be at 
hberty. to issue their own bank notes, and they accordingly invited the Bank to negotiate with them for 
the relinquishment of its exclusive right to issue notes. 

In consideration of the aum of £200,000 payable by the Persian Government to the Bank on the 
20th of March,I931 (when the withdrawal of notes issued by the Bank is to commence), the Board have 
agreed_ to relinquish the rights of the Bank under Article 8 of the Concession. The Persian Government 
on t~eU' part have agreed to cancel the obligation of the Bank to pay royalty on its ~rofits, and also to 
abolish the office of Imperial High Commissary created by Article 4 of the Concess10n. 

1 October 17th, 1926. 
I 1\{arciJ 14th, 1929, 
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PERU. 

REDEMPTION. 

It is provided that the Reserve Bank of Peru shall be required to redeem its notes on demand 
in gold coin or in drafts on foreign countries. The Bank has the choice between these methods, 
but, if it chooses the latter, the holder of the note may choose whether payment is to be made 
in cheques, or drafts payable at sight, or telegraphic transfers, and whether in dollars on New 
York or in sterling on London. If payment is made by draft, and not in gold coin, the Bank 
may charge a premium to cover the actual cost of transporting gold from Lima to New York 
or London as the case may be. (Law No. 4500, of March 8th, 1922: Article 13, paragraph 8, 
as amended by Law No. 6747 of February lOth, 1930.) The Federal Executive has, however, 
not yet authorised the Bank to convert its notes in this manner.l (See J,.aw No. 4500, of 
March 8th, 1922: Article 14.) 

RESERVE. 

The Reserve Bank is required to hold a reserve equal to at least 50% of its notes in circulation, 
plus its other sight liabilities, made up of the followmg : , 

(a) Gold coin; · 
(b) Gold bars valued at a fixed rate on their fine gold content; 
(c) Balances in dollars in New York or in pounds sterling in London which may 

be converted on demand into freely exportable gold. These balances shall be calculated 
at their exchange value into gold m L1ma at the rate of the day. 

. Place of Deposit : The gold included in this reserve must be held in the vaults of the Bank. 
(Law No. 4500, of March 8th, 1922: Article 15, paragraph 1 (as amended by Law No. 6747, of 
Io'ebruary 1Oth, 1930) and paragraph 2.) · 

As an additional guarantee for its notes, the Reserve Bank is required to hold a reserve in 
specified classes of commercial paper equal to the full value of the notes which are not covered 
by.the fundamental reserve. (Law No. 4500, of March 8th, 1922: Article 15, paragraph 2.) 

' 
PuRCHASE OF GoLD. 

The Reserve Bank is not required to purchase gold offered to it. 

MINTING OF GoLD. 

The National Mint is required to mint all gold offered to it whether in bars, ingots, or coin, 
at a charge fixed by the Federal Executive. (Law No. 6746, of February lOth, 1980: Articles 5 
and 6.) 

ExPORT A.ND IMPORT oF GoLD. 

The export of gold is free. (Law No. 6746, of February lOth, 1930: Article 7.) 
The import of gold is free. 

1 Notes of the Reserve Bank circulate at present at an appreciable discount in relation to coin. 
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PHILIPPINE ISLANDS. 

The currency in circulation in the Philippine Islands consists of Philippine silver and frar· 
tiona! coin, gold coin of the United States of America, notes of the Philippine National Bank 
known as" circulating notes", and Philippine Treasury certificates which include the outstanding 
silver certificates. 

REDEMPTION. 
1. Government Currency.1 

For the purpose of maintaining the parity of the Philippine silver peso with the Philippine 
gold peso, the Treasurer of the Philippine Islands is required : 

(a) To sell on demand in return for Philippine currency (in amounts of not less 
than 10,000 pesos) or United States currency (in amounts of not less than 5,000 dollars) 
exchange in the form of either demand drafts or telegraphic transfers on the Gold 
Standard Fund deposited in the United States. (Administrative Code: Article V 
(as finally amended by Act No. 3058, of June 13th, 1922), Section 1621, paragraph (a).) 

(b) To exchange at par, on the approval of the Secretary of Finance, the currem·y 
of the United States for Philippine currency. (Lez cit.: Section 1621, paragraph (b).) 

(c) To exchange, on the approval of the Secretary of Jo'inance, United States 
gold coin or gold bars (in amounts not less than 10,000 pesos or 5,000 dollars) for 
Philippine currency. A premium may be charged to cover the cost of transportin~t 
the coin or bars from New York to 1\lanila. (Lez cit.: Section 1621, paragraph (c).) 

(d) To withdraw from circulation Philippine currency received at the Treasury 
in Manila until demands be made for its sale in the manner set forth below under 
sub-paragraphs (a), (b) and (c) of the section "Purchase of Gold". (Lex cit.: 
Section 1621, paragraph (d).) 

2. Philippine Treasury Certificates. 

The Treasurer of the Philippine Islands is authorised to receive silver pesos and half-pesos 
in sums of not less than twenty pesos and to issue Treasury certificates therefor. The Treasurer 
is required to redeem treasury certificates on demand in silver pesos and half-pesos. 
(Administrative Code: Article VII (as finally amended by Act No. 8058, of June 13th, 1922), 
Section 1626.) 

3. Note1 of the Philippine National Bank. 

The Philippine National Bank is authorised to issue circulating notes to an amount which 
shall not exceed the amount of the unencumbered paid-up cr.;~ital of the Bank. The Bank is 
required to redeem these notes on demand in any lawful money of the Philippine Islands, and 
t~e Bank has the privilege of redeeming in any lawful money of the Philir.•pine Islands even those 
Circulating notes which were issued against deposits of United States god coin (see paragraph 2 
of the section "Reserve"). The final redemption of the circulating notes is guarantee~ by the 
Government of the Philippine Islands. (Act No. 2938, of Jan"l!ary 80th, 1921 (amendmf:l' Acts 
Nos. 2612 and 2747): Section 14, amended by Act No. 817.fr, of November 24th, 1924, Sect10n 8.) 

RESERVE. 
1. Government Currency.1 

The Treasurer of the Philippine Islands is required to hold a reserve, in the form of a separate 
~rus~ fund called the " Gold Standard Fund", equal to 25% of the currency .of the Gov~mment 1 

m e1rculation and available for circulation. The composition of the fund IS not speCified. 

1 Coin and Treasury certificates. 
8 
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Place of Depoait : An unspecified portion of the "Gold Standard Fund" must be held in the 
vaults of the Insular Treasury in Manila. An unspecified portion of the fund may be held in 
the form of deposits with such Federal Reserve Banks or member banks of the Federal Reserve · 
System in the United States as may be designated by the Governor-General. No portion of the 
fund may be deposited in any bank doing business in the Philippine Islands or in any bank 
controlled by a bank doing business in the Philippine Islands, and not more than 20% of the 
fund may be deposited with any single depository in the United States, except in the bank where 
the Treasurer of the Philippine Islands keeps his deposits on current account for exchange 
operations. (Administrative Code : Article VI (as finally amended by Act No. 8058, of June 13th, 
1922), Sections 1622, 1628 an~ 1624.) · 

2. Philippine Treaaury Certificat.e8. 

The Treasurer of the Philippine Islands is required to hold a reserve in silver coin equal 
to 100% of the treasury certificates in circulation and available for circulation. This reserve 
is known AS the "Treasury Certificate Fund". If at any time the Government's supply of silver' 
coin is insufficient to meet the legitimate demands of trade, gold coin of the United States may 
temporarily be substituted for silver coin in the reserve and the silver coin released for circulation. 

• I 

. Place of Depoait : The Treasury Certificate Fund must be held wholly in the vaults of the 
Insular Treasury in Manila. (Administrative Code: Article VII (as finally amended by Act 
No. 8058, of June 18th, 1922), Section 1626.) 

8. Note8 of the Philippine National Bank. 

(a) The Bank is required to hold, for the sole purpose of redeeming its circulating notes, all 
promissory notes, drafts and bills of exchange issued or drawn for agricultural, industrial or 
commercial purposes, purchased or discounted by it, as well as the proceeds thereof. (Act 
No. 2988, of January 80th, 1921 (amending Acts Nos. 2612 and 2747): Sections 10(a) and 14.) 

(b) The Bank 1s also required to hold a special reserve fund equal to 25% of its circulating 
notes. This reserve shall be maintained from the net profits of the Bank. 

Place of Deposit : The special reserve fund must be held in a duly authorised depository 
or depositories in the United States. (Act No. 8174, of November 24th, 1924: Section 4.) 

PuRCHASE oF GoLD. 

For the purpose of maintainin~t the parity of the Philippine silver peso with the Philippine 
gold peso, the Treasurer of the Phihppine Islands is required : .... 

(a) To sell on demand (in amounts of not less than 10,000 pesos) exchange in the 
form of either demand drafts or telegraphic transfers on the Gold Standard Fund in 
the Philippine Islands. (Administrative Code : Article V (as finally amended by 
Act No. 8058 of June 18th, 1922), Section 1621, paragraph (a).) 

(b) To exchange at par, on t~e approval of the Secretary of Finance, Philipr.ine 
currency for the currency of the Umted States. (Lez cit. : Section 1621, paragraph (b).) 

(c) To exchange, on the approval of the Secretary of Finance Philippine currency 
for United States gold. coin or .gold bars (in amounts of not less ihan 10,000 pesos or 
5,000 dollars). (Lez ctt.: Section 1621, paragraph (c).) · 

. (d) To withdraw f~m circul~ti~n United.S.tat~ currency and United States gold 
com and gold bars received by h1m m the Phil1ppme Islands until demands be made 
for i.ts s~e in the ~an!!er set f?rth '!-hove ~nder sub-paragraphs (a), (b) and (c) of the 
sec!Jon Rc;<iempbon .• or u.ntJl an msuffic1ency of Philippine currency makes necessary 
an mcrease m comage, m whJCh case these funds mav be used for providing such coinage. 
(Lez cit.: Section 1621, paragraph (e).) • 
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1\IJNTING OF GoLD. 

The unit of value in the Philippine Islands is the gold peso, equal in weight, fineness and 
value to one-half of a gold dollar of the United States. The gold peso exists in name only for the 
minting of gold coins is not provided for by law. The gold coin of the United States Circulntt's 
as legal tender. (Administrative Code : Article II (as finally amended by Act No. 8058, of 
June 18th, 1922), ~ections 1611, 1612, 1618 and 16U.) 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are unrestricted. _ 
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POLAND. 

REDEMPTION. 

The Bank shall be required to give gold coins in exchange for bank-notes on demand and 
without limitation as to amount. The date of the beginning of this obli~atory convertibility 
of bank-notes into gold shall be fixed by a Decree of the Council of Mirusters, issued on the 
recommendation of the Minister of Finance and based on a resolution of the Council of the Bank. 

At present the Bank is required to redeem its notes at its option in : 
(a) Gold coins; ' 
(b) Gold bars (1 kilogram = 5,924.44 zloty); 
(c) Foreign drafts in currencies convertible mto gold, according to mint parity.• 

At present, bank-notes are convertible only at the Head Office of the Bank at Warsaw and
only in amounts exceeding 20,000 zloty. (Statutes of the Bank of Poland : Article 47.) 

RESERVE. 

The Bank is required to secure its notes in circulation plus its other sight liabilities by a 
reserve of at least 40%. The reserve is composed as follows : 

(a) Gold in coin and bars. This item must make up at least three-fourths of 
the minimum reserve requirements. 

(b) Silver at its gold value. This item must not exceed ll% of the holdings 
in gold. 

(c) Foreign exchange convertible into gold. 
(d) Balances, convertible into gold, placed with foreign banks of highest standing 

and payable on demand or on not more than thirty days'notice. 
(e) Cheques and drafts on foreign banks of highest standing payable at sight 

in currency convertible into gold. 
(/) Bills of exchange, in terms of a currency convertible into gold, accepted or 

endorsed by foreign banks of highest standing and payable within a period of ninety 
days. 

In calculating the net reserve the following items shall be deducted : 
(a) Sums derived from loans secured by the gold of the Bank; 
(b) The Bank's obligations in foreign currencies payable within a period of ninety 

days. (Lere cit. : Article Ill.) 

If the reserve ratio falls below 40%, the Bank must pay a graduated tax to the Treasury 
on the difference between the actual and permitted circulation. (Lere cit. : Article 52.) 

The remainder of the note circulation over that which is secured as above must be covered 
to its full value by a reserve made up of various specified classes of paper. (Lere cit. : 
Article 58.) 

1 Redemption for the most part Is made in this form. 
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Place of deposit : The Bank is required to hold in its own vaults at least two-thirds of the 
gold included in its reserve. The remaining one-third may be carried under earmark abroad 1 

(Paragraph (a) of the Annex to Part II of the Programme of Stabilisation annexed to the 
Presidential Decree of October 13th, 1927.) 

PuRCHASE OF GoLD. 

The Bank will buy gold against bank-notes on demand at the statutory relation, with a 
deduction of charges for minting, testing and other fees collected by the Government. 1 (Le.r cir. : 
Article 54.) 

MINTING OF GOLD. 

The Government has the sole right and exclusive privill'ge of minting. (Presitlt>ntinl 
Decree of November 5th, 1927, Article 1.) . 

Gold will be minted for the account of private persons as well as for the State Treasury. 
The Minister of Finance must fix the conditions which will govern the minting for private persons. 
As yet this has not been done, nor have the models of the gold coins been decided upon. It has 
already been provided, however, that gold must be presented in quantities which contain not 
less than 100 grammes of fine gold, and that the minting will be done in denominations whit•h 
the Minister of Finance may deem best for the circulation. (Presidential Decree of October 13th, 
1927: Article 5; and Presidential Decree of November 5th, 1927: Article 8.) 

EXPORT AND IMPORT OF GoLD. 

The export of gold is prohibited. (Presidential Decree of February 15th, 1928 : Articles 1 and 2.) 
The import of gold is unrestricted. • · 

1 These requirements may also be expressed as follows : 
(a) The fundamental reserve must equal 40% orthe Bank's notes in circulation plus ita other 

sight liabilities ; 
(b) Goldincoinorbarsmustmakeup three-fourths ofthis40%, i.e., 30% of the Bank'• note~ 

in circulation plus its other sight liabilities; 
. . (c) Of this 30%, two-thirds, i.e., !!O% lJf the Bank"~ no~es in circulation, plus its othn sight 

habilit1es, must be held in the Bank, while the other one-thrrd, t.e., 10%, may be held abroad. 
1 These charges have not as yet been established. In practice, the Bank at present buys the small 

amounts of gold offered to it at the mint parity without any deduction. 
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PORTUGAL. 

REDEMPTION. 

The Bank of Portugal is required to redeem its notes in legal tender coin 1 on demand. Under 
extraordinary circumstances the Bank, with the consent of the Government, may suspend this 
obligation if such action is necessary to maintain the minimum metallic reserve. (Statutes of 
the Bank of Portugal: Article 18.) Since May lOth, 1891, redemption has been suspended with 
the Government's consent. 

RESERVE. 

The Bank issues gold and silver notes.• Despite the difference in name, the notes rank 
equally and are covered by the same reserve. The Bank is entitled to make the following note 
issues to a full amount of 1,988,814.00 escudos. 

Debt of the Stale. 

I. Note issue for the account of the State against loans to the Government under the 
contract of April 29th, 1918, the Law No. 1074 of November 27th, 1920, and the contracts of 
April 21st, 1922, June 7th and December 22nd, 1928, March 24th, 1924, and July 21st, 1926. 

II. Note issue against gold securities and purchases of exchange for th~ Government's 
account according to the Convention of December 29th, 1922, Y'hich was superseded by Decree 
No. 17991, of February 24th, 1980. The Bank is required to cover this note issue,- which is 
unlimited as to amount, to 100% by the above .values. · 

Circulation of the Bank. 

I. Note issue, under the contract of April 29th, 1918, the Law No.l074, ofNovember27th, 
1920, and the contracts of April 21st, 1922, and June 7th, 1928, against the following: 

' (a) Gold; 
(b) Foreign balances, approved by the Government; 
(c) Foreign gold exchange. 

The total of items (a), (b) and (c) shall" as a rule" represent 80% of this portion of the note 
circulation, but is allowed to fall to 15%: The remainder must be covered by bills maturing 
within three months. (Law of April 29th, 1918, with subsequent amendments.) 

II. Note issue, under the contract of March 24th, 1924, a!PI:inst bills maturing within three 
months. The Bank is required to cover this note issue to 100% by the gold securities purchased 
with the proceeds of the silver coins belonging to the Bank. · -

II~. Note issue, under the contract of July 21st, 1926, to be applied to commercial 
operations : • 

(a) Temporary note issue up to 100,000 contos 1• The Bank is not required to 
cover this issue with a gold reserve; 

(b) Definitive note issue up to 100,000 contos. The Bank is required to cover 
this note issue with the securities in sterling included in the item of the balance-sheet 
" Carteira de titulos de credito ". • 

1 There is no gold coin. 
1 On February 19th, 1930, the note circulation was as follows: 

Gold Dotes in circulation .................................. . 
Silver notes in circulation ........................•....•.... 

1 A conto = a thousand escudos. 
Total ... 

• In the balance-sheet, which gives the figures of February 19th, 
8,480,537.15 escudos. 

EBCudoa 
1,884,885,446.00 

18,664,820.00 
1,908,499,766.00 

1980, this item stands at 
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Despite these regulations, all notes are grouped together and no reserve distinctions are made 
either in the balance-sheet or in practice. On February 19th, 1930, the gold holdings of the 
Bank amounted to 8,577,180 escudos, while the total note circulation stood at 1,884,835,446 
escudos. 1 

Place of Deposit :The place where the gold included in the reserves is to be held is not specified. 

PuRCHASE oF GoLD. 

The Bank is not required to purchase gold offered to it. 

1\liNTING OF GoLD. 

Gold coins of 1, 2, 5 and 10 escudos were authorised by the Decree of !\lay 27th, 1911, but• 
as yet, none have been issued. The right to have gold minted is not enjoyed by private persons. 

EXPORT AND IMPORT OF GOI.D. 

The export of gold is prohibited. 
The import of gold is free. 

1 A more complete picture of the position is given by the following figures which, although or 
December 31st, 1927, are the only ones of their nature available: . 

Coo to• 
Notes in circulation • • • • • • • • • • • • • • • • • • • • • • • • . . • • . • • • • • • . • • • • • • • • • 1,857,411 
Gold in coin and bars ••••••••••••••••••••••••••.• ; • • • • • • • • • • • • • • • 8,577 
Foreign securities and exchange................................... 77,481 
Portuguese bonds in foreign currency • • • • • . • • • • • • • • • • • • • • . • • • • • • • • • 87,223 

The total gold, plus foreign securities and exchange, as shown above, 86,058 contos, covers scarcely 
~-6% of the note circulation. If, however, these items be taken at their market value, the total is 

rought up to 409,027 contos, or 22% of the note circulation. 
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ROUMANIA. 

REDEMPTION. 

The National Bank of Roumania is required to redeem its notes at its Head Office on demand 
at its option in legal tender gold coin, gold bullion, or foreign exchange convertible into gold, 
without limitation as to quantity, provided redemption for no amount less than 100,000 lei be 
demanded at a time. (Monetary Law of February 7th,_ 1929 : Article 8.) . 

REsERVE. 

The Bank is required to hold a reserve in gold or in foreign exchange which is by law and 
in practice convertible into exportable gold to at least 85% of its sight liabilities. At least 
25% of the sight liabilities of the Bank must be covered by gold in its own vaults or on immediately 
catlable deposit in foreign countries. (Statutes of the National Bank : Article 28.) 

The sight liabilities in excess of that portion covered as above, with the State debt to the 
Bank and the short-term advances to the Treasury subtracted, must be covered to their full 
value by the Bank's other immediately realisable assets. (Statutes of the National Bank: 
Article 29.) 

Place of depoait i See the first paragraph above under "Reserve". 

PuRCHASE OF GoLD. 

The Bank is not required to purchase either gold or foreign exchange on demand at a fixed 
price. 

MINTING OF GoLD. 

The Monetary Law of February 7th, 1929, does not provide for gold coin. There is, 
moreover, no mint in Roumania, subsidiary coin being minted abroad. 

EXPORT AND IMPORT OF GoLD, 

The export of gold is prohibited. (Ministerial Decision No. 64861, October 18th, 1928.) 
The import of gold is unrestricted. . · 
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SALVADOR. 

REDE:IIPTION. 

The Banks of Issue were required by Articles 6 and 8 of the Law of April 29th, 18!!0, to 
redeem their notes on demand in coin, which, as the standard at that time was silver, meant 
silver coin. This regime continued until August lith, 1914, when a moratorium was granted 
the Banks of Issue, during which they were released from the above obligation. In 1910, when 
the gold standard was adopted, the Banks were required to substitute gold notes for their silver 
notes and these gold notes were made redeemable in gold coins on demand at a fixed rate. (Law 
of September lith, 1919: Articles 1, 2 and 4.) But the moratorium was not ended, nor has 
it been up to the present, so that, in practice, the notes are inl'onvertible. 

REsERVE. 

Each Bank of Issue is required to hold, in United States of America gold l'oin, a reserve 
equal to at least 40% (proportion fixed by the Law of July 80th, 192R) of its note issue and to 
at least 20% of its sight deposits. (Law of April 29th, 1899 : Article 5, and the Law of Sl'p
tember lith, 1919: Article 5.) 

Place of deposit: The gold included in these reserves must be held in the vaults of the bank 
in question. (Idem.) 

PtJRCHASE oF GoLD. 

The Banks of Issue are not required to purchase gold offered to them. 

MINTING OF GoLD. 

Minting is done solely for the account of the State. (Law of July 15th, 1920: Artiele 12.) 
United States gold and silver coin are legal tender at the rate of two colons to the dollar. 

(Law of September 11th, 1919: Articles 1 and 8; Law of July 15th, 1920: Article 10.) The 
paper currency of the United States has legal currency in Salvador and its acceptance by Bank~ 
and by public revenue offices is obligatory. (Law of September lith, 1919: Article 2; Law of 
December 16th, 1920: Article I.) 

EXPORT AND IMPORT OF GOLD. 

The export of gold is prohibited by th~ Law of August lith, 1914. 
The import of gold is "!-'~tricted. . . . . 
The export of silver com IS allowed only 1f the exporter guarantees to the ~l1mstry of Fmance 

that the proceeds from its sale will be used for the import of gold coin of the United States. 
(Law of September 11th, 1919: Article 7.) 
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SIAM. 

REDEMPTION. 

The Minister of Finance is required to redeem all legal tender money at a fixed rate 
on demand, either in gold at Bangkok or in gold or gold exchange abroad at his option. 

No person shall be entitled to demand redemption for an amount less than 50,000 baht. 1 
(The Currency Act, B. E. 2~71 1, Article 11.) 

, RESERVE. 

The Minister of Finance is required to cover the note circulation to its full value by a 
reserve made up of the following, the proportions of which are not specified : 

1. Gold; 
2. Gold securities. The total amount of securities, the date of maturity of 

which is more than one year from the date of their purchase, shall not exceed the equi
valent of It million baht. The nature of the securities to be held is not defined, but 
the term includes a fixed deposit receipt; 

8. Cash placed at call, or at not more than seven days' notice, at any Bank approved 
by the Minister, and payable in the currency of a gold standard country; 

~. Baht coins, the number of which shall not at any time exceed 52 millions or the 
number held at the close of the preceding year, whichever is less. (Le.t: cit. : Articles 12, 
16, 17, 28.) 

Place of depoait: The place where the gold included in the reserve is to be held is not specified.' 

PuRCHASE OF GoLD, ' · 

The Minister of Finance is required to ,PUrchase gold on demand at Bangkok in exchange 
for lell'a) tender money, but may at his option purchase gold or gold exchange abroad. ' 

No person shall be entitled to demand purchase of an amount less than 50,000 baht. 
( Lez cit. : Article 11. )] 

MINTING OF GoLD. 
' 

. .Gold coin is not provided for in the Currency Act and consequently gold is not minted 
m S~am. 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are both \mrestricted under the tariff regulations. 

1 Legal value of one baht in Bangkok = 0.66567 gramme of fine gold. 
1 B. K. 2471 - from April 1st, 1928, to March 8lst, 19:.19, A. D. 
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SPAIN. 

REDE!II.PTION. 

The Bank of Spain is required to "pay its notes to the bearer", but the form in which this 
payment is to be made is not specified. (Statutes of the Bank of Spain :Article 5, final paragraph.) 

RESERVE. 

The Bank of Spain is required .to hold the following reserves against its note cireulation : 

(a) Against a cireulation not exceeding 4,000 million pesetas, a reserve of 45%-a 
minimum of 40% in gold and the remainder in silver; 

(b) Against a circulation exceeding 4,000 million pesetas, but not exceeding 
5,000 million pesetas, a reserve of 60%-a minimum of 50% in gold and the remainder 
in silver. 

On the application of the Bank of Spain and with the recommendation of the Central Banking 
Council, the Government may authorise the cireulation to be increased to a maximum of 
6,000 million ·pesetas. The reserve to be held in this case is similar to that required above 
under (b). 

Gold included in these reserves must be held in the following forms : 

(a) Spanish gold coin at its face value; 
(b) Foreign gold coin at its par value; 
(c) Gold bullion at the rate of 8,444.44 pesetas per kilogramme of fine gold; 
(d) Gold available on demand held by the Bank w1th its correspondents or foreign 

branches. This item must not exceed 8% of the gold reserve which the Bank is required 
to hold. ' 

Silver included in the reserves must be coin which is legal tender in Spain. 

Place of Deposit: The gold and silver included in the reserves must be held in the vaulh 
of the Bank, with the exception of the 3% portion of the gold reserve mentioned above under (d). 
(Law of December 29th, 1921 : Article I, condition 2.) 

PURCHASE OF GoLD. 

The Bank is not required to purchase gold offered to it. 

1\IINTING oF GoLD • 

. The !\lint is required to mint gold on demand for private persons. No.charge is made for 
nunting, but if smelting and refining are necessary, the cost of these operatiOns m'!st be bornr 
by the person presenting the gold. (Decree No. 720, of October 19th, 1868: ArtiCle 7.) 

EXPORT AND IMPORT OF GoLD. 

For the export of gold the Government's approval is required. 
The import of gold is unrestricted. 
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STRAITS SETTLEMENTS 

REDEMPTION. 

The Board of Commissioners of Currency of the Straits Settlements is requin;d to redeem 
currency notes in current coin or subsidiary coin on demand. (Currency : Ordmance 147 : 
Article 4, paragraph 5.) . 

The Governor, by Proclamation, may suspend this obligation for any such penod as he 
may see fit. (Le.71 cit. : Article 4! pa~agraph 6.) 

0 0 0 

The Commissioners may receive silver current com or currenc~ notes I~ exchange for sterhng 
payable in London by the Crown Agents at a fiJfed rate. (Le.71 cdo : Article 10o) 

RESERVE. 

The Commissioners are required to hold, as a reserve against currency notes, the current 
coin and sterling received in exchange for currency notes, which monies fonn the Currency 
Guarantee Fund. This fund is divided into two parts : 

1. The "liquid portion", which must amount to not less than two-fifths of the 
amount of the notes for the time being in circulation, and of which one part, amount· 
ing to not less than one-tenth of the notes in circulation, must be kept in silver cur
rent coin in the Colony in the custody of the Commissioners, who may likewise hold- in 
the Colony a further part in gold current coin. The balance may be kept in London in 
the custody of the Crown Agents and may be held in gold current coin or on deposit at 
the Bank of England or in Treasury Bills or lent out at call to such Banks or on such 
short loans or other readily realisable securities as may be approved by a Secretary 
of State. (Lt\71 cit. : Article 7.) 

2. The "investment portion " may be invested in such securities of the Government 
of the United Kingdom, or of India, or of any of the Dominions, or of any British 
Colony, or in such other British securities as may from time to time be apl;'roved by a 
Secretary of State. Not more than one fourth of the " investment .~;~ort10n " of the 
reserve shall be invested in securities of the Government of the Straits Settlements. 
(Lt\71 cit. : Article 14.) 

Place of deposit : See above under 1. 

PuRCHASE oF GoLD. 

The Commissioners are not required to purchase gold or sterling offered to them • 

MINTING oF GoLD. 
; 

The Straits Settlements do _not possess a gold coinage. 

EXPORT AND IMPORT 01!' GoLD, 

The export and import of gold are unrestricted. 

. 
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SURINAM. 

REDEMPTION. 

The Bank of Surinam is required to redeem its notes on demand in legal tender. (The 
Surinam Bank Act: Articles 14 and 15.) Legal tender includes gold ten-florin coins, gold 
five-florin coins, and silver coins. 

In case of war, or imminent danger of war, the Bank's obligation to redeem its notes may 
be suspended by ordinance. (Le.x cit.: Article 16.) 

RESERVE. 

The Bank is required to hold a reserve in specie and bullion equal to 30% of its notes, plus 
its other sight liabilities. At least half of this 80% must be composed of coin which is legal 
tender in Surinam. (Le.x cit. : Article 27; proportion fixed by Decree of the Governor.) 

Place of Deposit : At least three-quarters of the above reserve must be kept in Surinam, 
including the half which the Bank is required to hold in legal tender. (Lea: cit.: Article 27.) 

PuRCHASE oF GoLD. 

The Bank of Surinam is not required to purchase gold offered to it at a fixed price. 

liiiNTING oF GoLD. 

Surinam has no gold coinage of its own. The ten-florin and five-florin gold coins of 
the Netherlands circulate as legal tender. (Mint Law of July 1st, 1909: Article 1.) 

EXPORT AND IMPORT OF GoLD. 

The export and import of gold are_ unrestricted. 
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SWEDEN. 

REDEMPTION. 

The State Bank of Sweden is required to redeem its notes in gold specie on demand. In 
the event of war menace of war, or a serious financial crisis, this obligation may for a time be 
suspended by pe~mission of the State. (Constitution of June 6th, 1809 : Article 72, as amended 
1915.) 

REsERVE. 

The Bank bas the right to issue notes for a sum equal to double the amount of the metallic 
reserve in addition to the fixed fiduciary issue of 250 million kronor. If an increase of the author
ised note issue is deemed absolutely necessary on account of war, menace of war, or a serious 
financial crisis, the King and the Riksdag acting together may authorise the issue of an additional 
amount of 125 million kronor. The Board of Directors is bound to retire from circulation as 
soon as ~ssible whatever additional notes may be issued by virtue of this authorisation. (Law 
of the Riksbank of May 12th, 1897 : Article 6, as amended 1915 and 1980.) 

The metallic reserve includes : 

1) All the gold coin and bullion belonging to the Bank and located in the country; 
2) Gold coin and bullion belonging to the Bank and on deposit abroad or in transit 

therefrom, provided it is covered by a marine insurance policy. This item may not 
exceed 15 % of the total required metallic reserve. 

The metallic reserve may not be maintained at an amount below 150 million kronor. 
(Le.z: cit.: Article 8, as amended 1918 and 1980.) 

That portion of the note issue which exceeds the metallic reserve must be covered by the 
following assets : . 

•· (a) Easily negotiable fovemment securities; 
(b) Bonds of the Roya Mortgage Bank of Sweden 1, of the Swedish Cities Mortgage 

Bank, and ot~er d<;~mestic ~nds "!hie~ are 9uoted o~ foreign ex<;hanges; 
(c) Gold m com or bullion which IS not mcluded m the metallic reserve and which 

is o~ deposit abroad or in transit therefrom provided it be covered by a marine insurance 
pohcy; . 

(d) Bills of exchange payable in Sweden or abroad; 
_(e) Funds with a ·maxinxum !Daturity of six months deposited on account with 

foreign banks or bankers, from which amount must be deducted any sums to the debit 
of such accounts; · 

(f) Advances made on government securities and bonds as mentioned in (a) 
and (6) above. (Lez cit. : Article 7, as amended 1914 and 1980.) 

Place of deposit : See above. 

Pu&CIIASE OF GoLD. 

The Bank is required to purchase gold offered to it at a fixed price with deductions for 
assay and minting expenses. ' 

1 These bonds are secured by farm lands. 
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MINTING oF GoLD. 

· The Royal Mint is required to 'accept gold on demand from any person and to give in 
exchange 10-krona or 20-krona pieces on payment of ~% of the value of the amount minted 
'in thecaseofthe former and 1% of such. value in the case of the latter. (Law of May 80th, 1878, 
concerning the Coinage of the Realm: Article 9.) 

EXPORT AND IMPORT OF GOLD. 

The export of gold is unrestricted. (Proclamation 56, March 31st, 1924.) 
The import of gold is unrestricted. (Royal Decree No. 51, of March 28th, 1930.) 
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SWITZERLAND. 

The National Bank of Switzerland is governed by the Law of April 7th, 1921, which was 
modified by the Law of December 20th, 1929. The provisions analysed below are those of the 
Law of December 20th, 1929, which came into force on April 1st, 1930, 1 but, in the Annex, 
the relevant articles from the Law of April 7~h, 1921 are also reproduced. 

REDEMPTION. 

The National Bank of Switzerland is required to redeem its notes on demand in the gold 
coin of Switzerland. (Law of December 20th, 1929 : Article 1, section amending Article 20 
of the Law of April 7th, 1921.) This obligation may be suspended by the Government only 
in case of necessity in time·of war. (Le.x cit. :Article 1, section amending Article 22 of the Law 
of April 7th, 1921.) · 

However, as long as the banks of issue which are considered important by the authorities 
of the Bank do not redeem their notes in gold coin, the Bank may redeem its own notes at its 
choice in one of the following forms : 

(a) Gold coin of Switzerland; . 
(b) Gold bullion, calculated at the legal monetary rate, in bars of the usual weight 

(approximately ·12 kilogrammes); 
(c) Gold exchange, either in cash or cheque, on countries possessing a free gold 

market. The rate of exchange will be the rate of the day but it must not, in any case, 
exceed the export point to the place in question for the gold coin of Switzerland. The 
choice of the place is reserved to the Bank. (Le.x cit. : Article 1, section adding an 
Article 20 bis to the Law of April 7th, 1921.) 

RESERVE. 

The Bank is required to cover at least 40% of the note circulation by: 

(a) Gold coin of Switzerland; 
(b) Gold bullion calculated at the legal monetary rate with deduction for minting 

charges; 
(c) Foreign gold coin. 

The bank is required to cover the remainder of the note circulation by : 

(a) B~lls of exchange and cheques on Switzerland, and Swiss securities; 
(b) _Bills. of exchange and cheques on foreign countries, foreign Treasury bills, 

and fore1gn s1ght assets; 
(c) Loan~ resulting from advances on current account against certain specified 

secuntles (Article H, paragraph 4 (b)) or precious metals (Article 14 paragraph 8) 
(La cit.: Article 1, section amending Article 19 of the Law of April 7th, 1921.) • 

Place of deposit: The Bank is required to hold the entire legal minimum gold reserve ( 40'){ of 
note ci!'culation) in Switzerland.• (La cit.: Article 1, section amending Article 19 of the Law 
of Aprll 7th, 1921.) 

: Act of the Federal Council of 1\Carch 28th, 1930. 
Before the law of December 2oth, 1929, came into force, the place where the gold included in the 

reser rvehe wast? be held was not B~cifled and it was the Bank's custom to keep from six to ten per cent 
o t metallic reserve on deposit abroad. 
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PURCHASE OF GoLD. 

The Bank is not required to purchase gold offered to it. 

MINTING oF GoLD. 

The Federal Mint is required to mint gold for private persons into 20-franc and 10-franc 
pieces in quantities of not less than one hundred thousand francs, subject to the sanction of the 
Department of Finance in every instance. (Relrlllations for Minting Gold Coin for the Account 
of Private Persons, November 11th, 1921: Article 1.) 

EXPORT AND WPORT OF GoLD, 

The export and import of gold are unrestricted. 



-130-

TURKEY. 

The note circulation in Turkey is made up of Government notes and notes of the Ottoman 
Bank. 

The Minister of Finance was authorised to issue notes by the Law of March 80th, 1915. 
The sum total of the.s~veral issues llrovided for by the laws which were ~romulgated, and the 
Conventions and add1tJonal acts whJCh were concluded between the Turk1sh Government and 
the Administration Board of the Ottoman Public Debt, between 1915 and 1918, amounted to 
£TI92,414,494, of which sum there was actually issued, in seven issues, a total of £TI61,018,668.60. 
A sum amounting to £T2,270,100 havinl.!' been redeemed in gold and a further sum of 
£T5,000,000 having been withdrawn from c1rculation after the issue of an equal sum of bronze 
and nickel coin, the total note circulation in 1925 was £TI58,748,568.00. By the Law of 
October 80th, · 1925, the Government was authorised to replace the notes of the various 
issues by a single issue of new notes for the amount of £TI53,748,563.60, which was equal to 
the amount at that time in circulation. This replacement was done between 1927 and 1928. 
By the Law of 1\lan;h 25th, .1929, the maximum issue permitted was increased to 
£TI58,748,563.60, at wh1ch figure 1t stands at present. · 

The Ottoman Bank was entitled in its charter to issue bank-notes, and this privilege was 
extended to 1985 by the Convention of March lOth, 1924. 

REDEMPTION. 

I. Government Notes. 

The Government notes are inconvertible. (Law of March 80th, 1915: Article 2; Law 
No. 701, of October 80th, 1925: Article 5.) 

2. Notea of the Ottoman Bank. 

The notes of the Ottoman Bank which are in circulation are inconvertible. (Law of 
March 80th, 1915.: Article 2.J These notes were issued prior to March lOth, 1924. 

The Convention. of March lOth, 1924, which maintained the note-issuing privilege of the 
~toman Bank, requ1res the Bank to redeem the notes which it issues after that date on demand 
m~ . 

RESERVE. 

I. Government Notea. 

The Government is not legally required to hold any reserve against its notes. 

2. Note& of the Ottoman Bank. 

. T~e Ottom~n Bank i~ not legally required to hold any reserve against its notes in circulation 
-a.e., 1ts notes 1s~ued pr1or to March lOth, 1924. 
d Thh Convention of March lOth, 1924, stipulated that, against all notes issued after that 

ate, t e Bank must hold a 83~% gold C?ver. One half of. this gold cover--i.e., one-sixth 
of th~ amount ~f the notes-must be held m gold coin. The other half may be com osed of 
TtF~JSh or fore1gn bonds !lnd Government securities selected with the approval of the ){inister 
0 mfatnh<;e an~ ~1eld at their gold par value. The Ottoman Bank, up to the present has not made 
use o IS pnVJ ege. ' 

PuRcHAsE o:r GoLD. _ 

Neither the Government nor the Ottoman Bank are required to purchase gold offered to them. 
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MINTING OF GoLD, 

The Law of Afril8th, 1916, established the gold piastre 1 as the monetary unit and provided 
for the minting o gold coins. The privilege of minting belongs only to the Government. At 
present there is no gold coin in circulation. 

ExPORT AND IMPORT ~F GoLD. 

The export of gold is prohibited. (Law of January 18th, 1916.) 
The import of gold is unrestricted. 

1 100 piastres = 1 Turkish pound. 



-132-

UNION OF SOUTH AFRICA. -

REDEMPTION. 

The South African Reserve Bank is required to redeem its notes in gold specie ?n demand 
at the office of issue. (The Currency and Banking Act of 1920; amended 1923: Art1cle 16.) 

RESERVE. 

Bank-note1. 
The South African· Reserve Bank is required to secure its notes by a reserve of at. least 

40% in gold or gold specie. (Lea: cit.: Article 17.) · , 

Place of deposit: I~ addition to that held in its o~ vaults, gold in the mint and gold in ~ransit 
belonging to tne Bank may be counted as part of 1ts reserves. The Bank may also, w1th the 
consent of the Treasury, hold gold balances outside the Union in the custody of its own branches 
or agencies or deposited in other banks earmarked for the Bank's account to an amount not 
exceeding one fourth of the total reserve requirements. (Lea: cit. : Article 17.) 

Subject to the consent of the Treasury, the Bank may suspend for not more than thirty 
days, renewing such suspension for periods of not more than fifteen days at a time, the above 
reserve requirements, ~rovided it pay a graduated tax to the Treasury during such period 
on the amounts by wh1ch the reserve for notes may fall below the reserve requirements of the 
Act in respect of such notes and provided further that the Bank shall add to its rates of interest 
~nd discount a percentage at least equal to the perce?-tage of the tax levied. (Lea: cit.: Article 19.) 

Other Obligationa. 

The South African Reserve Bank is required to secure its deposits and its bills" payable by 
a reserve in gold or specie of at least 40% in addition to the golll required as a reserve for its 
notes. Not more than 20% of this reserve may be held in silver specie. (Lea: cit.: Article 23.) 

Place of ~oait: One-fourth of this reserve may, with the consent of the Treasu~, be held 
outside the Umon, provided such reserve is held in the Bank's custody or is deposited m another 
bank and earmarked for its account. (Lea: cit.: Article 23.) 

PURCHASE OF GoLD. 

The South African Reserve Bank is not required to buy gold offered to it. 

MINTING OF GoLD, 

T~ere is a bra~ch of the Royal Mint a~ Preto~ia. · If any person brings gold bullion to the 
_ Pr_etor1a Branch Mmt, the Deputy Master IS reqUired to assay it and coin it into sterling gold 
~ms ~m the pay~ent of a fix~d fe~. No preference may .be shown to anyone as regards the order 
m wh1ch the. bul.hon offe.red IS c~med. The term " sterhng gold coins" means gold coins of the 
s.ame_ denomma~10n~, des1gns, we1ghts and fineness as those coined at the Royal Mint in London. 
Sterhng gold .corns ISSued from the Pretoria Branch Mint are deemed to have been issued from 
the Royal Mmt and are current and a legal tender as if they had been coined and issued in 
England,l 
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In addition to sterling gold coins there may be coined at the Pretoria Branch Mint any coins 
of any metal which the Minister of Finance has power to have coined or which the Governor
General in Council may authorise to be coined. These coins, however, may not be deemed as 
having been made at and issued from the Royall\lint. (The Pretoria Mint Proclamation, 1922, 
based upon the Coinage Act, 1870 1 : Article 11, paragraph 8.) 

ExPORT AND L"\IPORT OF GoLD. 

The restrictions on the export of gold were removed on May 18th, 1925. 
The import of gold is unrestricted. 

• 1 The relevant passages from the Coinage Act, 1870, will be found in the ~x under the heading, 
Great Britain. 
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THE UNITED STATES OF AMERICA.• 

SUMMARY.1 

Gold certificates ....................... · · · 
Silver certificat;_es ••....••••.••..•• · • · • • • • 
United States notes ....................... . 
Treasury notes of 1890 .•••••..•••..•••...• 
National bank-notes ..................... . 
Federal reserve notes .................... . 
Federal reserve bank·notes •..•.•••...••.•• 

Total •.•. 

Deposits in Federal Reserve Banks ••....•••• 

REDEMPTION. 

Circulation • 879,557,000 
416,880,000 
264,881,000 

1,278,000 
597,100,000 

1,862,420,000 
8,418,000 

4,025,524,000 

2,861, 760,000 I 

Gold Reserve • 879,557,000 
None 

155,420,721 I 
None' 
None 
40% 
None 

35%' 

1. Gold Certificatea. , 
The Treasurer of the United States is required to redeem gold certificates in gold coin' on 

demand. (Act of March 8rd, 1868; Act of July 12th, 1882; Act of March 14th, 1900; Act of 
1\larch 4th, 1907; Act of March 2nd, 1911.) 

2. Silver Certi{icatea. 
The Treasurer of the United States is required to redeem silver certificates in standard silver 

dollars' on demand. (Act of February 28th, 1878; Act of March 8rd, 1887; Act of March 14th, 
19~) . 

8. United Statu Notu. 
The Treasurer of the United States is required to redeem United States notes in gold coin 

on demand. (Act of February 25th, 1862; Act of July 11th, 1862; Act of March 8rd, 1868; 
Act of April 12th, 1866; Act of February 4th, 1868; Act of January 14th, 1875; Act of May 31st, 
1878; Act of March 14th, 1900; Act of May 80th, 1908.) 

4. TretuUry N otu o/1890. 

The Treasurer of the United States is required on demand to redeem Treasury notes in 
United States gold coin or in standard silver dollars at the option of the holder. (Act of 
July 14th, 1890; Act of November 1st, 1898; Act of June 18th 1898; Act of March 14th, 1900.) 

1 The monetary system of the United States is prescribed for, and current money of the United 
States is used in the following territories and dependencies: Alaska, including the Aleutian Islands; 
Hawaii, 1\lidway and Wake Islands; Guam; Yap; American Samoa; Porto Rico. 

1 Figures for December 31st, 1929; Federal Runve &pore. 
1 Fixed Figure. 
1 The gold reserve of the United States notes may be used for the redemption of these notes 

if the holder demands redemption in gold. 
1 Daily average for l''ebruary, 1930; Federal Reseroe &pore. 
1 This 35% may legally be made up of gold Qr lawful money, but it is in fact composed entirely 

of gold. 
' Gold coin and standard silver dollars are what is called" standard money" and are not redeema blf'. 

All farms of money are convertible into " standard money ". 
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5. National Bank-Notes. . 
National bank-notes are. oblig~tions .of the national bank which procures them from the 

Government and puts them mto Cll'Culat10n. The Treasurer of the United States is required 
on demand to redeem them in the lawful money1 of the United States out of the lawful money1 
fund which the national banks are required to keep in the Treasury. 

Each national bank is required on demand to redeem its own circulating notes in the lawful 
money1 of the United States. (Act of February 25th, 1863; Act of June 8rd, 1864.; Act of 
June 20th, 1874.; Act of July 12th, 1882; Act of 1\Iarch Uth, 1900; the Federal Reserve Act.) 

6. Federal Reserve Notea. · 
Federal reserve notes are obligations of the United States, and the Treasurer of the United 

States is required to redeem them on demand in gold out of the gold fund which the Federal 
reserve banks are required to keep on deposit in the Treasury. 

Any Federal reserve bank is required on demand to redeem in gold or the lawful money 1 

of the United States the notes of all other Federal reserve banks. (Federal Reserve Act : 
Section 16, paragraph 1.) 

7. Federal Reaerve Bank-Notea. 
. Federal reserve bank-notes are obligations of the Federal reserve bank which procures 
them from the Government and puts them into circulation. The Treasurer of the United States 
is required on demand to redeem them in the lawful money 1 of the United States out of the lawful 
money 1 fund which the Federal reserve banks are required to keep in the Treasury. 

Each Federal reserve bank is required on demand to redeem its own circulating notes in the 
lawful money 1 of the United States. (Federal Reserve Act : Section 4., paragraph 8, and 
Section 18.) '(See "Federal Reserve Bank-Notes" under "Reserve".) 

RESERVE. 

1. Gold Certificates. 
Gold certificates are receipts for deposits of either gold bullion or foreign or domestic gold 

coin with the Treasurer of the United States who is required to keep the gold deposited in 
reserve so long as the certificates remain in circulation. (Act of March Brd, 1868; Act of 
July 12th, 1882; Act of 1\Iarch Uth, 1900; Act of March 4oth, 1907; Act of 1\larch 2nd, 19ll.) 

Place of deposit : The gold for which gold certificates are receipts must be kept on deposit 
in the Treasury of the United States. . 

2. Silver Certificates. 
Silver certificates are receipts for deposits of United States standard silver dollars with the 

Tressurer of the United States, who is required to keep the silver dollars deposited in reserve so 
long as the certificates remain in circulation. (Act of February 28th, 1878; Act of 1\Iarch 8rd, 
1887; Act of March Uth, 1900.) 

. Place of deposit : The standard silver dollars for which silver certificates are receipts must 
be kept on deposit in the Treasury of the United States. 

1 The term" lawful money ,,.first appeared in the Aet of February 25th, 1862, authorising the Issue 
of United States notes. Lawful money is money which has been given the quality of legal tender by a 
legislative act. Gold coin gold certificates, standard silver dollars (except where otherwise expressly 
stipulated in the contract)' Treasury notes of 1890 (except where otherwise expressly stipulated in the 
eontract), and United Sta~s notes (except in payment of duties on imports and interest on the public 
debt) are unlimited legal tender. Silver certificates, National bank-notes, Federal reserve notes, and 
Federal reserve bank-notes are not legal tender. · 
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8. United Stala Nota. 
Th Treasurer of the United States is required to hold for the redemption of United States 

tes a ~erve in gold coin and bullion of not less than $150,000,000. 1 (Act of February 25th, 
~~62. Act of July nth, 1862; Act of March 8rd, 1868; Act of April 12th, 1866; Act of February 4th, 
1868; Act of January 14th, 1875; Act ofl\lay 31st, 1878; Act of March 14th, 1900; Act of May 8oth, 
1908.) 

Place of deposit: The fl50,000,000 gold reserve against United States notes must be held 
in the Treasury of the United States. . 

4. Trea8tlry Nota o/1890. 
The Treasurer of the United States is required to hold for the redemption o_f T~easury notes 

a reserve in standard silver dollars equal to the full value of the notes outstandmg. 
These notes may be redeemed in gold as well as in silver ~ut no gold reserve is held for them, 

redemption being made out of the go~d ~serve held for Umted S~ates not~. ·Notes ~edeem~d 
in gold are re-issued; those redeemed m silver are cancelled and silver certificates are Issued m 
their place. (Act of July Uth, 1890; Act of Nove'!lber 1st, 1898; Act of June 13th, 1898; Act 
of March Uth, 1900.) 

Place of deposit : The standard silver dollars which form this reserve must be held in the 
Treasury of the United States. . 

5. National Bank-Nota. 
National banks are required to deposit with the Treasurer of the United States as a reserve 

against the notes issued by the Treasury to them : 

1. Registered bonds of the United States to the full value of the notes issued. 
2. Lawful money • tO the amount of 5% of the notes issued. 

(Act of February 25th, 1868; Act of June 8rd, 1864; Act of June 20th, 1874; Act of July 12th, 
1882; Act of March 14th, 1900; The Federal Reserve Act.) 

6. Federal Ruerve N ote1. 
Federal reserve notes are issued for the purpose of making advances to Federal reserve 

banks and any Federal reserve bank may make application therefor to its Federal reserve agent. 
Federal reserve notes are obligations of the United States and a first lien on all the assets 

of the issuing Federal reserve bank. They are secured as follows : 

{1) A Federal reserve bank, when making application to the local Federal reserve 
agent for Federal reserve notes, must accompany such application with a tender of 
collateral equal to the sum -of the notes applied for. The collateral thus offered must 
be notes, drafts, bills of exchange, or acceptances acquired under the provisions of 
Section 18 1 of the Federal R~serve Act, or bills of exchange endorsed liy a member 
bank of any Federal reserve diStrict and purchased under the provisions of Section 14 • 
of the Federal Reserve Act, or bankers' acceptances purchased under the provisions 
of the same section, or gold or gold certificates. 

{2) The notes when issued must be secured by a gold reserve of 40 per cent, at least 
5 per ce~t of which must be deposited with the Treasurer of the United States as a 
redemption fund. · Any gold or gold certificates held as collateral by the Federal 
reserve agent may be counted as part of this reserve. . 

• 
1 TIUa fund, which at present stands at fl52,977,036.68 is known as the "gold reserve"· 
1 See the footnote on the preceding page. 
1 It has not been found practi~ble to summarise the provisions of Sections 13 and 14 of the Federal 

Reserve Act here. These two sect1ons may, however, be found in full in the Annex. 
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The Federal Reserve Board has the right to suspend any reserve requirements of anv 
Federal reserve bank for a period not exceeding thirty ilays or renewable for more than fifteen 
days, subject to a IP'l':duated tax on the deficiency. (Federal Reserve Act, Section 11, 
paragraph C, and Section 16.) , 

. Pkue of deposit: Wit~ the exception of the minimum amount of 5%, which must be kept 
in the Treasury of the Umted States, the place where the gold reserve against Federal reserve 
notes is to be held is not specified. 

1. Federal Reserve Bank-Notes. 

. Federal reserve bank-notes ate being retired and lawful money • has been deposited by the 
Federal reserve banks with the Treasurer of the United States for this purpose. . 

8. Deposil8 in Federal Reserve BanTu. 

Federal reserve banks are required to hold against the deposits placed with them a reserve 
of not less than 85% in gold or lawful money.• (Federal Reserve Act, Section 16, paragraph 8.) 

Place of deposit :The place where the gold included in this reserve is to be held is not speeified. 

PuRCHASE oF GoLD. 

The Secretary of the Treasury is required to maintain the parity of all kinds of money with 
the standard unit of value, and if necessary to maintain such parity he is authorised to borrow 
or buy gold. (First laid down by the Act of February 25th, 1862.) 

The Treasurer of the United States is required against the issue of gold certificates to buy 
all gold offered at a fixed price. (Act of March 8rd, 1863.) 

The Federal reserve lianks and the national banks are not required to buy gold offered at 
a fixed price. 

1\lnm:NG oF GoLD. 

The several mints of the United States are required to coin gold on demand for private 
persons if presented in an amount over $100 in value. (Act of February 12th, 1878.) 

ExPoRT AND biPORT OF GoLD. 

Both the export and the import of gold are unrestricted. 

1 See the footnote on page 135. 
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URUGUAY. 

REDEMPTION. 

. The Bank of the Republic of Uruguay (Banco de Ia Repil!>lica <;>rfe!J.ta~ del Uruguay)_ is 
required on demand to redeem its notes of less than ten pesos at 1ts option m s1lv_er or ~old com, 
and its notes of ten pesos and over in gold. (Charter of the Banco.de la.ReJ?ilbhca On~ntal del 
Uruguay: Article 10.) The Bank was, however, released from th1s obhgat10n by Article 2 of 
the Law of August 8th, 1914, the provisions of which were per_iodically renewed. The Bank's 
notes are still inconvertible. (Law of December 17th, 1928: Article 2.) 

RESERVE. 

The Bank is authorised to issue notes of less than ten pesos up to 50% of its paid-up capital, 
and, in addition, notes of ten \>esos and over up to three-times its paid-up capital. (Charter of 
the Banco de Ia Republica Onental del Uruguay: Article 10.) Over and above this, the Bank 
may issue notes of ten pesos and over corresponding to the value of its gold deposits abroad up 
to a maximum of fifteen million pesos. (Law of October 18th, 1928 : Article 8.) 

The above stipulations refer only to the amount of notes which the Bank is authorised to 
issue. Wholly apart from these stipulations the Bank is required to hold a gold reserve equal to 
not less than 40% of its note circulation, plus its other sight liabilities. (Charter of the Banco de 
Ia ~epublica Oriental del Uruguay: Article 10, amended by the Law of November 27th, 1917: 
Article 1.) 

Place of Deposit: The Bank is re.quired to hold in its own vaults fifty-five million pesos of 
its gold reserve. The surplus over th1s amount may be held wherever the Bank wishes, and if 
deposited abroad it shall, nevertheless, form an integral part of the reserve. (Charter of the 
Banco de Ia Republica Oriental del Uruguay: Article 10, amended by the Law of October 18th, 
1923: Articles 1 and 2.) 

PuRCHASE OF GOLD, 

The Bank is not required to purchase gold offered to it. 

MINTING oF GoLD. 

~he Law of June 28rd, 1862, provi~ed for a gold coin called a doubloon, equal in value to 
~en sll':er pesos, but, up to the pr~ent, 1t has not been minted. A gold 5 coin has recently been 
Issued m commemoration of the fust Centenary of Uruguayan Independence, but its minting is 
not free. · 

EXPORT AND IMPORT OF. GoLD. 

~he export of_go~d was prohibited by Article 10 of the Law of August 8th 1914 the provisions 
of which wer~ per10d1cally rene":ed·. ~t is still prohibited, but with the exc~ptio~ that the Bank 
may export Its gold reserve wh1ch IS m excess of fifty-five million pesos 1f it sees fit (Law 
of Dece~ber 17th, 1923.: Article .2. Law of October 18th, 1928: Article i.) ' 

The Import of gold 1s unrestnct.ed. 
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VENEZUELA. 

The State alon~ has the right to authorise the issue of notes, which privilege it may entrust 
to national compames. (Bank Law of Julr 19th, 1926: Article 20.) Banks desirous of obtaining 
this privilege must apply to the Federa Executive through the Ministry of Commerce and 
must fulfil certain spec1fied requirements. One of these is that the capital with which the bank 
has been constituted must be gold coin of legal currency. (Lex cit.: Article 21.) 

The Federal Executive shall decide whether a bank shall or shall not be granted the ri~;:ht 
to issue notes. Unless nothing is stipulated to the contrary a bank obtaining this authorisation 
may issue notes up to twice the amount of its paid-up capital, but the Federal Executive, when 
granting the authorisation, if it considers it to the national interest, may fix a lower limit. (Lex 
cit.: Articles 22 and 26.) The Federal Executive also has the power to authorise the Banks 
of Issue to issue notes up to three times their paid-up capital, when it considers that the needs 
of the circulation require it. Should this authorisation be cancelled, the excess notes must 
be withdrawn from circulation within three months. (Lex cit.: Article 27.) The Federal Execu
tive may also declare, when it considers it to the national interest, that no further authorisation 
to issue notes shall be granted for a certain period. (Lex cit. : Article 28, sub-paragraph.) 

· At present there are six authorised Banks of Issue, four in Caracas and two in Maracaibo. 

REDEMPTION. 

. 
Each Bank of Issue is required to redeem its notes in coin of legal currency on demand 

without limit as to quantity. (Lex cit.: Article 26.) Coin of legal currency includes domestic 
gold, silver and nickel coin, as well as foreign gold coin which the Federal Executive may authorise 
to circulate in Venezuela. (Currency Law of June 24th, 1918: Articles 8 and 20.) 

RESERVE. 

Against Bank-Notu. 

· Each Bank of Issue is required to hold a reserve in gold coin of legal currency equal to at 
least one-third of the value of the notes issued by it. The remainder of the notes issued, up 
to their full value, must be covered by other coin of legal currency or by domestic securities 
payable at sight or within 80 days. 

However, the reserve may be reduced in proportion to the amount represented by notes 
which are not in circulation, provided such notes are kept with the gold reserve. (Bank Law 
of July 19th, 1926: Article 26.) · 

Should the national interest require it, the Federal Executive . may require the Ban~ of 
Issue to guarantee their note issue with a reserve greater than that stipulated above. (Lex cd.: 
Article 26.) . 

When the Federal Executive authorises the Banks of Issue to issue notes up to three times 
their paid-up capital the excess notes issued in virtue of such an authorisation must be covered 
to their full value by gold coin oflegal currency. (Lex cit.: Article 27.) 

Place of deposit : The gold coin, both that held as cover for the ordi~ary not~ issue and t~at 
held for extraordinary issues must be kept in the vaults of the bank m quest10n. (Lex c1t. : 
Articles 26 and 27.) ' 

Against Deposita. 

:rhe Bank of Venezuela, in its capacity of Fi~cal Agent of the. Gove!'llment Treasury, is 
requued, under the terms of its contract, to hold m gold the deposits whiCh the Government 
makes with it as the result of the budget surplus. • . 
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PURCHASE OF GoLD. 

There· exists no obligation, either on the Government or on the Banks of Issue, to purchase 
gold offered to them. 

MINTING OF GoLD. 

The State alone has the right to mint gold. (Currency Law of June 24th, 1918: Article 1.) 
Orders for minting are issued by the Federal Executive m accordance with the requirements 
of the circulation and subject to the previous authorisation of the National Congress. (Lu: cit. : 
Article 14.) No minting of silver is allowed unless the same decree provides that double the 
quantity of gold be minted at the same time. If, however, at the time the silver is minted there 
is twice the quantity in minted gold in the Treasury reserve fund, the additional minting of 
gold may be dispensed with. (Lu: cit. : Article 15.) 

ExPoRT AND IMPoRT oF GoLD. 

The export and import of gold are unrestricted. . 
Since, m accordance with Article 15 of the Currency Law of June 24th, 1918, a fixed propor

tion is established between the coinage of gold and silver, and since, in accordance with Articles 1 
and 14 of the same law, no gold may be coined except by order of the Federal Executive, the 
Banks ~f Issue, !n order to f!1aintain th«: legal !atio of their reserves in .gold coin o.f legal currency, 
are obbged to nnport fore1gn gold com whJCh the Federal Execut1ve authonses to circulate 
with legal currency. The gold coin in fact imported is that of the United States of America. 
The larges~ importer is the Bank of Venezuela, since it must guarantee the Government deposits 
as well as 1ts own notes. 
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YUGOSLAVIA. 

REDEMPTION. 

The ~ation~l Bank alone h!l" the right to issue. bank-notes in the Kingdom of Yugoslavia. 
The Bank.1s ~qUJ.re4 to redeem 1ts notes on demand m legal tender cu~ncy and this requirement 
must be mdiCated m the text of the notes. (Statutes of the National Bank of Yugoslavia : 
Articles 29 and 80.) . . 

In exceptional cases, the Bank, with the consent of the Cabinet, may temporarily suspend 
this obligation. . · 

At present, the obligation of the Nation~ Bank to redeem its notes in legal tender currenry 
is suspended. (Law on the National Bank of Yugoslavia: Temporary Provision No. XII.) 

RESERVE, 

The Bank is required to hold two reserves as cover for its notes : 

1. A metaUic rueroe, consisting of gold and silver specie in the vault of the Bank 
and on de:posit for its account in foreign countries. The amount of each of these and 
their relative proportions in the metallic reserve shall be fixed by common agreement 
between the Mimster of Commerce and Industry, the Minister of Finance and the 
National Bank. The Bank may issue notes to a maximum amount of three times 
the metallic reserve. 

2. A commercial reserve, consisting of easily realisable commercial paper acquired 
by such operations as are permitted to the Bank (see Article 19 of the Bank Statutes 
in the Annex) and bills of exchange of the Union of Agricultural Co-operatives and of 
the Union of Peasant "Zadrougas". The remainder of the note circulation over and 
above that covered by the metallic reserve must be covered by the commercial reserve. 
(Statutes of the National Bank : Articles 82, 88 and 8 •. ) _ 

In addition to the Bank'S ordinary note issue, provided for as above, three provisional note 
issues are also outstanding on the books of the Bank : 

1. Notes issued to replace the crowns of the former Austro-Hungarian Empire. 
·These notes are guaranteed by the State with the following security : 

(a) State domains equivalent in value to that of the entire debt; 
(b) A Treasury bond of like amount (Law on the National Bank,, Temporary 

Provision No. IV). . . 

2. Notes of the National Bank of the Kingdom of Serbia still in circulation. 
The State has engaged itself to hold against these notes a reserve in gold and fo~ign 
credits to the sum of 800 million dinars, and to keep this reserve at the same height 
during the period of inconvertibility. (Lea: cit. : Temporary Provisions Nos. VIII 
and IX.) 

. . 8. Advances by the Bank to the ,1\finister of Finance to the amou~t of 2,425 
m1lhon dinars. The State has engaged Itself to guarantee the whole of this debt by 
a lien on its productive domains. (Lez cit. :Temporary Provision No. X.) 

These provisional issues do not form a part of the Ba~'s PI'?per no~e issue, b~t never
theless the metallic reserves held by the Bank, as well as Its foreign credits .e:nd all Its other 
assets, serve as cover to the entire fiduciary issue. (Lea: cit . .: Temporary ProviSion No. VII.) 

.Place of depoait: The Bank's metallic reserves must be held in its own vaults or on deposit 
for Its account abroad. (Statutes of the National Bank: Article 88.) · 
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PuRCHASE OF GoLD. 

No:ither the State nor the National Bank is required to purchase go'd offered to them. 

1\IINTING 011 GoLD. 

The minting of gold is not free. For the only issue of gold coin which has been made to 
date it was provided that gold belonging to the State and held at the National Bank had to be 
used. There is, moreover, no mint in Yugoslavia. (Finance Law of 1924.-1925; Article 286.) 

EXPORT AND IMPORT OJ!' GoLD. 

The export of gold is forbidden. (Law of Se_ptember 23rd, 1921 : Article 8.) 
The import of gold is unrestricted. All gold Imports, however, except those of legal-tender 

gold coin, are subject to a Customs duty. 



EXTRACTS FROM LAWS AND STATUTES 
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AlBANIA. 

[Translation.] 

STATUTES OF THE NATIO~AL BAXK. 

0 

SECTION 111.-PURPOSE AND DUTIES OF THE BANK. 

Article 15. 

The Bank has for its purpose the exclusive exercise of the right to issue paper money having 
free currency and being legal tender for all payments made in Albania. The Bank also enjo;rs 
the exclusive right to mint and issue the gold coin and all of the subsidiary coin of Albama. 
The profits which accrue from these operations last mentioned shall be divided equally between 
the Government and the Bank. · 

0 0 0 0 0 

SECTION IV.-IssUE OF BANK-NOTES. 

Article 21. 

The Bank of Albania shall have the exclusive right to issue paper currency in the State of 
Albania. 

The bank-notes shall be made out to bearer and shall be legal tender; they may be employed 
in discharge of all payments to be effected in the legal coinage of Albania. They shall be accepted 
by the Treasury and other official institutions. . 

Article 22. 

The notes shall be issued by the Bank solely in connection with the operations authorised 
by the present Law and by the Statutes, and in exchange for gold and silver currency. 

The Bank shall maintain a metal reserve (gold and silver, bullion or coin) amounting to 
not less than one-third of the value of the bank-notes issued. 

The Board of Directors shall decide where the reserve in question is to be deposited. 
If the Board of Directors of the Bank so decides, a portion of the said reserve, which shall 

in no case exceed two-thirds, may consist of foreign values, provided they are absolutely safe 
and stable. Foreign values are understood to mean : 

(a) Foreign bank-notes not subject to abnormal exchange fluctuations; 
(b) Foreign treasury obligations of not more than three months' term, payable 

in gold or in exchange not subject to abnormal fluctuations; 
(c) Bills of exchange issued in foreign currencies not subject to abnorma~ exchan~e 

fluctu~tions, payable in the leading mone_y markets of Eur~pe and _America withm 
a maxJmum period of three months, and m every ease bearmg the s1gnature of two 
juridical persons who are bound by the bill and are recognised as solvent, or of an 
establishment of unquestioned solvency. . 

Assets and funds immediately available without any restrictions, deposited _in establis~me~ts 
of unquestioned solvency in the leading money markets of Europe and Amer1ca, shall hkewJSe 
be regarded as foreign values. 

10 
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Article 23. 

Should the ratio between the amoun~ of the reserve stipulate~ in the precedinjf a~icle 
and the bank-notes issued fall below one-third, the Bank shall be obbged, so long as this discre
pancy between the reserve and the bank-notes exists, -to increase the rate for discount and all 
other operations as follows : · 

1 % (one per cent) if the reserve falls below 88~ ·% (thirty-three and one-third 
per cent), but is not less than 81l % (thirty-one and a halt per cent); . 

ll % (one and a half per cent) for each further reduction equivalent to ll % 
(one and·a half per cent). · 

Article 24. 

The bank-notes shall be repayable at sight at the head office ot the Bank in one of the 
following forms, as decided by the Board of Directors of the Bank : • 

(a) In the gold currency of the Albanian State; 
(b) In foreign bank-notes negotiable in countries in which such notes are freely 

convertible into gold at the bearer's option; · , . 
(c) By cheques or telegraphic payments drawn against funds available on current 

accounts with foreign banks in countries whose currency is sufficiently stable and is 
negotiable in the leading markets. 

The rate at which the bank-notes shall be converted into the currencies mentioned above 
shall be based on the rate of the latter as compared with gold at the time of conversion. 

. . . . . . .. • • 
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ALGERIA. 

[Tramlation.] 

CURRENCY LAW OF JUNE 25TH, 1928. 

ARTICLES 1, 8 AND 9. 

(See under the heading "France".) 

APPROVAL GIV&"J BY THE PRIME MINISTER AND :MINISTER OF FINANCE 
TO THE INSTRUCTIONS WHICH THE DIRECTOR-GENERAL OF THE BANK 

OF ALGERIA PROPOSED TO ISSUE TO THE BRANCHES OF THE BANK. • 

Paris, July 6th, 1928. 

· In your letter of July 8rd, 1928, you were good enough to communicate to me the text of 
the instructions you propose to send to the branches of the Bank of Algeria concerning the 
re-establishment of the convertibility into gold of the bank-notes issued by them. You lay 
down that these notes shall for the present be re-payable only in gold bars, a minimum 
quantity being fixed, as in the case of the Bank of France, and that, as a general rule, these bars 
shall not be delivered to the interested parties in Algeria or Tunisia, but only in Paris at the head 
office of your establishment. 

I have the honour to inform you that I regard these provisions as justified, and consequently 
approve .the text of the instructions you have submitted to me. 

(Signed) R. PoiNCARt, 
Prime Minister, 

lU inister of Finance. 

L."JSTRUCTIONS SENT BY THE DIRECTOR-GENERAL OF THE BANK OF ALGERIA 
TO THE BRANCHES OF THE BANK. ' 

Under Article 1 of the Law of June 25th, 1928, the notes of the Bank of Algeria cease in 
principle to have forced currency. This does not mean that such notes are at present repayable 
at sight in· coin. 

There are not, in fact, at the present time, any gold or silver coins which are legal tender and 
therefore exchangeable for bank-notes, as Article 9 of the above-mentioned Law lays down that 
coins minted previously cease to be legal currency as between individuals, and cannot be accepted 
as payment by the public authorities. 

Furthermore, Article 8 of the above Currency Law provides that the notes of the Bank of 
Algeria shall be convertible under the conditions established by agreement between the 1\linsiter 
of Finance and the Bank, which are similar to those specified in connection with the convertibility 
of notes of the Bank of France. 

These conditions are as follows : 
Until further notice, the Bank of Algeria shall ensure the converti~ility of its notes by 

exchanging them for gold bars deliverable in Paris, at the rate of 65.5 milhgram~es of ~old of .a 
fineness of 900/lOOOths (nine hundred thousandths) per franc. Each bar dehvered m Pans 
shall weigh 12 kilogrammes 600 grammes-i.e., its value shall be 215,000 francs. 
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If a holder of notes wishes to exchange these notes for bars, he may apply for the purpose 
to any branch or office of the Bank of Algeria, which shall receive the notes to be exchan~ed and 
shall send the request for exchange to the branch of Alger Escompt~. The s!lm depos1ted for 
exchange must be equal to the minimum value of a bar or some multiple of thlS value. 

The branch of the Alger Escompte shall issue a " voucher for delivery " in the name of the 
receiver designated by the holder of the notes, the sum .to be payable in .gold ~ars at the head 
office in Paris. The head office shall arrange for the dehvery of the bars m ParlS to the person 
designated in the voucher upon presentation of the voucher. The Algiers branch shall 
immediately notify the head office of the issue of each voucher. · 

The Bank is, moreover, in a position to deliver without charge in exchange for its notes, 
cheques on Paris and on London and New York at the current rates. The Algiers branch shall 
deliver these cheques in Algeria, and the Tunis branch in Tunisia. 

If, for absolutely justifiable reasons, a holder of notes asks for delivery of the bars at Algiers, 
he must submit this request to the head office with all necessary explanations and the head 
office will decide to what extent the request can be complied with by the delivery of bars at 
Algiers instead of in Paris. . . 

You should, however, bear in mind that such requests must be absolutely exce:ptional and 
that the Bank cannot encourage transactions of a reprehensible nature by delivermg gold at 
Algiers for private purposes, the cost of transport of which has to be borne by dealers in gold. 

With regard to the delivery of bars in Paris, you should remember that this transaction 
.itself is of a purely exceptional nature, since the current requirements of trade should be met by 
drafts on Paris or abroad. 

DRAFT LAW 1 FOR THE REFORM OF THE CURRENCY REGULATIONS 
OF THE BANK OF ALGERIA. 

Article 1. 

The Dank of Algeria must hold a reserve of gold bars or French or Tunisian gold coins or 
notes of the Bank of Fr~nce, or assets payabl~ at sight on'France, equal to a minimum of 8S% 
of the totn~ amount of 1ts bearer notes m crrculation and its current credit accounts. 

O~e-third at least of the reserve thus defined must consist of gold bars or French or Tunisian 
gold com. ' 

Article 2. 

The ratio o~ the reserve to the sight obligations specified in Article 1 of the resent law 
~ayBbe ~efpolar~y less than 85% provided it remains above 80% and on the coJ'dition that 
s~e :an o A ger1a pay to the State a special graduated tax in accordance with the following 

(This scale on account of its size is not reproduced here.) 

• 

1 This draft law was submitted to the Cha b J 
Finance, but has not yet been voted. m er on uly Sth, l929 • by 111. Henri Cheron, Minister of 
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ARGENTINE. 

[ Tra118la!ion.) 

LAW No. 1130, OF NOVEl\ffiER 5TH, 1881. 

Article 1. 

The monetary unit of. the Argentine Republic shall be the gold or silver peso. 
The gold peso contams 1 gramme 6,129 ten-thousandths of a gramme of gold 900/1000ths 

(nine hundred thousandths) fine. ' 
The silver peso contains 25 grammes of silver, 900/1000ths fine. 

Article 4. 

There shall be no limit to the minting of gold coins. 

DECREE OF NOVEl\mER 17TH, 1881, REGULATING LAW No. 1130 • 

• • • . . . 
• 

Article 17. 

The Mint shall accept for smelting, refining and assay the gold and silver offered to it, 
provided that the gold is not less than 200 grammes, and the silver 5 kilogrammes in weight 
and provided they are not of such inferior fineness or so admixed with other metals as to make 
their treatment by the processes at tJ!,e Mint's disposal impossible or inconvenient, in which 
case acceptance shall be refused. . •. 

Article 19. 

The l\lint shall accept for minting, free of charge, all gold offered to it in stamped bars 
irrespective of the tolerance. 

LAW No. 1354, OF OCTOBER 19TH, 1883. 

Article I. · 

Banks of issue; whether State, mixed or private, may only issue notes payable in national 
gold pesos. . 

• • 
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LAW No. 2216, OF NOVEl\IDER 8RD, 1887. 

Article 1. 

Any corporation or company formed for the purpose of c~rrying o~ bankin_g operations 
may open in any city or locality on the territory of the Repu?lic a deposit a1_1d d1scount _b_ank 
with the right of issumg notes covered by nati?nal public funds m accordance w1th the proviSions 

of this Law. Article 2• 

When the corporation or co~pany is constituted in accordance with the legislation in force 
and the instrument or contract has been entered at the Registry of the National Co~rt of the 
Province or the National Territory where the ~~nk is to ~perate, the l~g~~;l represen.tatlve of the 
corporation or company shall apply to the M1mstry of Fmance, subm1ttmg a certified copy of 
the instrument or contract, and request permission to open a deposit and discount bank with 
the right to issue notes. · 

Article 10. 

Banks operating under the present law : 

{1) 1\lay increase their own issue with the approval of the 1\linistry of Finance, 
provided that the articles of association, statutes, or charter of the said banks so 
authorise, and subject to depositing with the Inspection Office a proportionate amount 
of Government securities issued in accordance with the present Law or mentioned 
in Article 8; banks already in existence, however, which have at the present time 
inconvertible notes in circulation shall continue to be subject in this respect to the 
limitation laid down in Article 45; . 

{2) May also reduce their issue by handing over notes withdrawn from circulation 
to the Inspection Office. 

In such a case, the Inspection Office shall deliver to the company's legal representative 
a proportional amount of the Government securities belonging to the bank in question and shall 
destroy the notes in the manner laid down in Article 29. 

Article 11. 

Banks with a guaranteed note issue must send the Inspection Office a monthly balance-sheet 
as well as an annual balance-sheet, together with a detailed report on the situation of the bank 
and its operations. 

•' 

Article 13 • . 
. Ba~. may not make advances on their own. shares nor purchase them, nor invest their 

~ap1tal m lffiffiovable prope~y, exc~pt when reqUired for their own use, but they may accept 
Immovable property as secunty or m repayment of advances previously made. 

In the latter case, they must transfer such property within a period of three years. 

Article 14. 

. Banks ~ay not pu~ into circulation notes received by them from the . Inspection Office 
Without p~ev10usly ~ormm~ a gold reserve fund_ equal to ten per cent (10%) of the amount of 
notes rece1ved for circulatiOn. After first makmg allowances for bad and doubtful debts, they 
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shall an11:ually allocate eight per cent (~ %) of their .liquid profits to increasing the said reserve 
fund, wh1ch amount shall be converted mto gold durmg the year in which the profits in question 
are distributed. 

The abov~ reserve ~ay be realised. and put in~o. circulation by means of legitimate and 
normal operations, and m accordance w1th the prov1s1ons of the decree issued by the Federal 
Executive. 

Article 81. 

The bank-notes issued in accordance with the present law shall have legal currency throughout 
the whole Republic, and shall be. legal tender at their par value for all debts payable in legal 
currency; they shall be accepted m payment of all national or provincial taxes. 

LAW No. 2741, OF OCTOBER 7TH, 1890. 

Article 1. 

A Conversion Office shall be created to arrange for the conversion and gradual redemption 
of legal currency. The National Office of Guaranteed Banks shall be incorporated in this msti
tution with all the privileges conferred on it by the Law which created it, as well as those granted 
to it by the present Law. 

Article 4. 

All operations connected with the issue, conversion or redemption of legal currency shall 
be conducted through the Conversion Office in the form and manner laid down by the respective 
laws. 

LAW No. 8871, OF NOYEl\ffiER 4TH, 1889. 

Article 1. 

The Government shall convert the whole of the present fiduciary issue of n?tes which are 
legal tender into national gold currency at the exchange rate of one peso national currency 
(legal tender) for forty-four centavos of a peso, national minted gold. 

Article 2. 

The Federal Executive shall duly fix by decree, three months .i~ advance, at wh.at date~ by 
what method, and in what form effect shall be given to the prov1s1ons of the prev1ous article, 
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Article 8. 

The Federal Executive shall form a metallic reserve, to be known as the " Conversion Fund ", 
for the sole purpose of guaranteeing the conversion of the paper currency. 

Article 7. 

Pending the promulgation of the decree mentioned in Article 2, fixing at what date and 
by what method currency which is le~al tender is to be converted, the Conversion Office shall 
issue and deliver on request notes whtch are legal tender in exchange for minted gold, at the 
rate of one peso (legal tender) for forty·four centavos of a gold peso, and shall deliver gold received 
by this means to any person making a request to this effect, in ~change for paper currency at 
the same rate of exchange. . ' 

A special account shall be kept in connection with the Conversion Office for notes issued in 
accordance with the present article and gold received in exchange. . 

Article 8. 

The gold received by the Conversion Office in exchange for notes may in no case and on no 
person's order be employed for any other purpose than that of converting notes at the fixed 
rate, on the personal responsibility of the members of the Conversion Office or the officials effecting· 
the exchange. ~ 

Article 9. 

Taxes collected by the Government in paper currency which is legal tender, or in minted 
gold, may be paid either in paper or. gold at the rate fixed by this Law • 

• • • 

LAW No. 11260, OF NOVEMBER 26TH, 1928 • 

• • • • • • • • • • • • • • • • • • • • •• • • • • 

Article 52. 

• The Federal Executive is hereby authorised to withdraw gold from the Conversion Fund 
m exchange for paper, at the rate of 227.27, for the purpose of meeting the Foreign Debt service • 

• . . • 

DECREE OF MAY 12TH, 1925. 

Article 1. 

f 
The embargo on the exportation of gold coin imposed by Law No. 9488 is hereby abrogated 

as rom June lOth next. 
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AUSTRALIA. 

ORDER IN COUNCIL AND PROCLAMATION OF OCTOBER 18TH, 1897, 
ESTABLISHING A BRANCH MINT AT PERTH, WESTERN AUSTRALIA, 
AS AMENDED BY ORDER IN COUNCIL AND PROCLAl\IATION OF 
MARCH 7TH, 1898. 

Bv THE QuEEN: A PRoCLAMATION. 

We do hereby, by and with the advice of our Privy Council, proclaim, direct, and ordain 
as follows: 

1. A branch of Our Mint shall be established at or near Perth in Our Colony of Western 
Australia on such site as the Governor of the Colony in Council may approve. 

2. Gold coins may be coined at the branch Mint so established, and shall be of the same 
denominations, designs, weights, and fineness, and subject to the allowance of the same remedy 
as gold coins coined at Our Mint in England. 

8. The Master of Our Mint shall prepare and transmit dies for the gold coins to be coined 
at the branch Mint at Perth. . 

4. The gold coins coined in pursuance of this proclamation at the branch !\lint at Perth 
shall be deemed to have been issued from Our Mint, and shall be current and a legal tender in 
like manner and to the like extent as if they had been coined and issued in England. 

5. (i) If any person brings to the branch !\lint at Perth any gold bullion, the Deputy 
!\laster ol that branch shall assay, coin, and deliver out the same to such person upon payment 
for every ounce Troy of gold of standard fineness, of a charge of three-halfpence where the 
amount brought at one time does not exceed five hundred ounces, and of a penny in any other 
case, provided that : 

(a) Where the gold bullion so brought is such that it cannot be brought to the 
standard of fineness of the coin to be coined thereout without refining the whole or 
some portion of it, the Deputy Master shall demand for assaying and refining the 
same such additional char~e as the Governor in Council may from time to time fix, 
and until such charge is pa1d to him may refuse to receive, assay, or coin such bullion; 
and 

(b) Where the bullion brought to the branch !\lint for coinage is finer than the 
standard fineness of the coin to be coined thereout, there shall be delivered to the person 
bringing the same such additional amount of coin as is proportionate to such superior 
fineness; 

(c) No undue preference shall be shown to any pel'!!on. as respe<;ts the bul~ion 
brought to the branch Mint, and every person shall have pnor1ty according to the t1me 
at which he brought it; 

· (d) The Governor of Western Australia in Council may make reg_ulations for 
carrying into effect the provisions of this Article with respect to gold bull.ion, and .the 
bringing, coining, and delivery out thereof, and, in particular, for ~egulatmg th~ t1me 
and conditions at and under which it is to be so brought, assayed, comed, and dehvered 
out, and the minimum amount which may be so brought. 

(ii) The charges under this Articl.e for co~ing, assa~ing, ~nd refining shall b~ collected 
by the Deputy 1\laster in accordance With the sa1d regulatiOns e1ther as a payment m advance 
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or as a deductio~ from the coin delivered out, or otherwise, and shall b«; accounted fortvl paid 
over in such manner as the Governor in Council directs to the Coloma! Treasurer o estern 
Australia to be by him paid into the Consolidated Revenue Fund of the Colony. . 

10.1 This proclamation shall come into force in Our Colony of Western. Australia, on the 
expiration of nme months from the thirteenth da:y of October one thous.and e1ght hundred and 
ninety-seven, unless it is sooner promulgated m the Colony, and, m that case, on such 
promulgation. 1 

THE :MELBOURNE 1\IINT PROCLAl\IATION, 1900. 

• .. . . 
BY THE QUEEN : A PROCLAMATION. 

Whereas We, by the Order in Council and Proclamation 8 specifi«;d in the Sche?ule to this 
Proclamation, ordered the establishment of a branch of Our Royal 1\lmt at or near Melbourne, 
in Victoria, and made regulations respecting the same, and regulated the currency of the gold 
coins coined thereat; · . 

We, therefore, in pursuance of the said Act and the last-mentioned Order and Proclamation, 
and of all other powers enabling Us in that behalf, do hereby, by and with the advice of Our 
Privy Council, proclaim, direct, and ordain as follows : 

1. A branch of Our Mint shall continue to be established at or near Melbourne, in our · 
Colony of Victoria, on its present site, or on such other site as the Governor of the Colony in 
Council may approve. . 

2. Gold coins may be coined at the Melbourne Branch Mint so established, and shall be 
of the same denominations, designs, weights, and fineness, and subject to the allowance of the 
same remedy as gold coins coined at Our Mint in England. 

8. The Master of Our Mint shall prepare and transmit such dies as may be required for the 
gold coins to be coined at the Melbourne Branch Mint. 

4.. The gold coins coined in pursuance of this Proclamation at the Melbourne Branch Mint 
shall be deemed to have been issued from Our Mint, and shall be current and a legal tender in 
like manner and to the like extent as if they had been coined and issued in England. 

5 (i). If any person brings to the Melbourne Branch Mint any gold bullion, the Deputy 
Master of that branch shall assay, coin, and deliver out the same to such person upon payment 
for every ounce troy of gold of standard fineness of a charge of one penny, provided that : 

(a) Where the gold bullion so brought is such that it cannot be brought to the 
stan~ard fi~eness of the coin to be coined thereout with?ut refining the whole or some 
po~u?n of 1t, the Deputy Master shall demand for assaymg and refining the same such 
add1t10n_al charge as t~e ~verno! of Victoria in Council may from time to time fix, 
andd until such charge 1S pa1d to h1m may refuse to receive, assay, or coin such bullion; 
an 

1 This Article was substituted for Article 10 of the Proclamation of 1897 by the Proclamation of 
!lfarch 7tb 1898. 

1 This Proclamation was promulgated by the Governor of Western Australia July 8th 1898. 
• August 7th, 1869. · ' ' 
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·(b) 'Where the bullion brought to the branch 1\lint for coinage is finer than the 
standard fineness of the coin to be coined thereout, there shall be delivered to the' 
perso~ bringing the same such additional amount of coin as is proportionate to such 
superior fineness; 

(c) No undue prefer~nce shall be shown to any person as respects the bullion 
brought to the branch 1\lmt, and every person shall have priority according ·to the 
time at which he brought it; 

(d) The <i?~ernor of Yictori~ in C.ouncil may make regula.tions for carryi~g into 
effect the proviSions of this Article With respect to gold bulliOn, and the brmging, 
coining, and delivery out thereof,. and, in particular, for regulating the time and con· 
ditions at and under which it is to be so brought, assayed, coined, and delivered out, 
and the minimum amount which may be so brought. 

(ii). The charges under this Article for coining, assaying, and refining shall be collected 
by the Deput~ 1\laster in acc~rdan':e with the said regul~tions, either as a payment in advance, 
or as a deductiOn from the com delivered out, or otherwise, and shall be accounted for and paid 
over in such manner as the Governor of Victoria in Council directs to the Colonial Treasurer 
of Victoria, to be by him paid into the Consolidated Revenue Fund of the Colony. 

13. This Proclamation shall come into force on the first day of December, Nineteen hundred, 
unless it is sooner promulgated, and in that case on such promulgation • 

• 

THE COl\11\IONWEALTH BANK ACT, 1911·1927 1 • 

• 

Article 60H. 

1. Australian notes may be issued in any of the following denominations, namely, five 
shillings, ten shillings, one pound, five pounds, ten pounds or any multiple of ten pounds, and 
shall : 

(a) Be printed and issued by the Board from the Commonwealth Bank; 
(b) Be a legal tender throughout the Commonwealth and throughout all territories 

under the control of the Commonwealth, except in respect of payments due by the 
Note Issue Department; and 

(c) Bear the pro~s~ of the Trea.surer to r~det;m the 1!-otes in gold coin (or, in the 
case of a single five shillmgs Australian note, m silver com) on demand at the Head 
Office of the Commonwealth Bank. -

• • • 

Article 60K. 

1. The Board shall hold in gold coin and bullion a reserve of an amount not less than 
one-fourth of the amount of Australian notes issued. 

2. In ascertaining the amount of Australian notes issued, the amount of notes which have 
been redeemed shall not be included. 

• 

•Act No. t8, tint, as amende!l by No. 24, t914; No. 43, t920; No. t5, t924; No. 16, 1925; and 
No. 36, 1927. 
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ACT No. 81 OF 1929 (DECEMBER 17TH):· (AN ACT TO AMEND 
THE COl\rniONWEALTH BANK ACT, 1911-1927). 

Short Title and Citation. 

1. (1) This act may be cited as the Commonwealth BaJ?k Act 1929. . . 
(2) The Commonwealth Bank Act, 1911-1927, is in this Ac~ referred to as the Principal Act. 
(8) The Principal Act, as amended by this Act, may be cited as the Commonwealth Bank 

Act, 1911·1929. . • · d 
(4) After section 7A of the Principal Act, the followmg sections are mserte : 

Returm of Holding1 of Gold. 

7B. (1) Where the Treasurer (of the Commonwealth) is satisfied that it is exp~ent ~or the 
protection of the currency, or of the public credit of the Commonwealth, to obtam particulars 
of gold coin and bullion held by persons in Australia, or to require the exchange of any gold 
so held for Australian notes, he may, by notice in writing, authorise the Board [of Directors of 
the Commonwealth Bank]: 

(a) To require persons to fu~ish particulars of the gold coin and bullion held 
by them: and . . 

0 

• 

(b) To require persons to exchange for Australian notes any gold com or bullion 
held by them. . · 

(2) The Board may, in pursuance of any authority given under the last preceding sub
section, by notice in writing : 

(a) Require any person to furnish to the bank particulars in writing of the gold 
coin and bullion held liy that person; and · 

(b) Require any person to exchange with the Bank for its equivalent· in Australian 
notes any gold coin or bullion held by that. person. 

(8) For the purposes of this section :. . 

(a) The equivalent of gold coin shall be the nominal value thereof, and of gold 
bullion shall be three pounds seventeen shillings and ten pence and one halfpenny 
per ounce of the standard gold content of the bullion; and 

(b) "Standard gold" contains eleven-twelfths fine gold. 

(4) Any person who refuses or fails to comply with any requirement made under this section 
shall be guilty of an offence. . · · · . 

Penalty : A fine of one hundred pounds or imprisonment for one year or, in the case of a 
corporation, a fine of one thousand pounds. • 

E:cport of Gold. 

7C. (1) Where, after the receipt of a recommendation from the Board the Governor
General is of opinion that it is expedient so to do, he may, by proclamation, pro'hibit the export 
of gold ~rom the ~mm~>nwealth, except in accordance with the provisions of the succeeding 
sub-sections of this section, and thereupon gold shall not, while the proclamation remains in 
force, be exported from the ~ommonwealth except in accordance with those provisions. 

(2) Any person who desireS to export gold from the Commonwealth may apply in writing 
to the Board for the approval of the Treasurer of the export of the gold. 

0 
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(8) Where, after the receipt of a recommendation from the Board for such approval, the 
Treasurer is of opinion that it 1S expedient so to do, he may, in his absolute discretion, approve 
of any application under this section. 

(4) Any person who exports gold without the approval of the Treasurer shall be guilty of 
an offence. 

Penalty: A fine of one hundred pounds or imprisonment for one year or, in the case of a 
corporation, a fine of two per centum of the value of the gold in respect of which the offence was 
committed, but in no case less than one thousand pounds. · · 

E.xemptiom jrrnn Export ProviaioM. 

7D. Nothing in the last preceding section shall prevent any person taking with him out 
of the Commonwealth gold of a value not exceeding twenty-five pounds. 
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AUSTRIA. 

r 0 tficial tramlation. 1 
STATUTES OF THE NATIONAL BAllo'K. 

Article 1. 

The Austrian National Bank shall be a joint-stock company establ.ished for ~he purp'?s.e 
of regulating the ~irculation of money wit~ ~he territory o.f. th~ Republic .of Austn~, of f~c~I· 
tatin~ compensation of payments and. p~Vldmg for ~he utih~at10n of availa~le cap1tal within 
the hmits of these Statutes of AssoCiatiOn. Its mam function, however, will be to prepare 
the introduction of cash payments (redemption of bank-notes in specie) by fonning a reserve 
of precious metals and deposits payable in stable currencies (bills of exchange) and to ensure 
the continuance of cash payments once they have been introduced by law. . 

The Bank shall use all the means at its disposal to ensure that, until the. redemptiOn of 
paper money (bank-notes) in specie has been regulated by law, the value of Its notes when 
expressed in, the currency of a country having a gold standard or a stable currency shall at 
least not depreciate. , . 

Article 80. 

After payment in coin has been decided upon (Article 88), the text printed on the bank-notes 
must contain a statement to the effect that the Bank will pay at anv time the bearer of the notes 
in coin of legal currency. • 

Article 88. 

The Bank shall provide for the accumulation of a metal reserve to such an amount that, 
as soon as a new legal relation of the currency unit to the currency metal will have been fixed, 

· and the Federal Debt to the Bank will have been reduced to 80 millions of gold kronen (Article 58), 
cash payments can be commenced with. 

If the Federal Government or the Board- of Directors of the Bank consider the moment 
for beginning with cash payments to have come, an agreement must be sought between the 
Government and the Board of Directors. 

If the Government and the Board of Directors have come to an agreement, the Government 
must p~pose the adoption of cash payments in Parliament as soon as possible. 

Until the adoption of cash payments, as described in the foregoing paragraphs, the Bank 
is not obliged to redeem its notes in specie. 

• • 

Article 85. 

•. From. the tim~ ~hen the share. capital i, fully paid up ~ntil the adoption of cash payments, 
the followmg prov1s1ons are to be m force as regards the cover of the banknotes : 

The total of the note-issue and immediate liabilities after deduction of the Federal Loan 
Debt (Article 58), shall be covered by the cash reserve ~ the extent of 20 % for the first five 
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years, 24 .% for t~e following five years, 28 % for a further five years and sst % for the rest 
of the penod; fore1gn currency (Valuten) and foreign values (Devisen) may be mcluded in the 
cash reserve. 

In order to ascertain the _proportion of cover, until the legal relation of currency has been 
fixed, the value of thes': holdmgs shall be calculated at the end of each year for the following 
calendar year on the basJS of the average rate of exchange on the Vienna Stock Exchange during 
the previous half-year. In this connection shall be understood : 

By foreign currency (V aluten): foreign notes which have not undergone any violent 
fluctuations of exchange. 

By foreign v~lues (Devisen) : bills of exchange !Jlade out in currencies not having 
undergo!le any VIOlent fluc~uat10ns of exchange, wh1ch are payable at leading banking 
c~ntres m Europe or ~merica, and are vouched for by ban~i.ng institutions of unques
tioned solvency, and m every other respect fulfil the conditiOns of Article 58. 

Credit balances 1!-nd cash deposits may also be regarded as foreign values (Devisen) if they 
are available at any trme and held at leading banking centres in Europe or America at institutions 
of unquestioned solvency. 

Until cash payments are adopted, an amount of 25 million gold Kronen in credits and 
deposits of the kind specified above shall be held at the chief banking centres of Europe and 
America. This amount may only be reduced by a decision of the Board of Directors which 
has been agreed to by not less than eight members of the Board and the Chairman. 

Article 87. · 

After the adoption of cash payments, the total note-issue, as well as all immediate liabilities, 
shall be covered to the extent of at least one-third by the cash reserves specified in Article 85. 
The assets referred to in Article 86 and the advance by the Bank to the Federation (Article 58), 
based on the transfer of the State Treasury Bills from the Austrian Management of the Austro
Hungarian Bank, shall serve as cover for the remainder of the bank-note circulation. 

Article 88. 

If in the period between the paying up in full of the share capital and the adoption of cash 
payments the amount of notes issued, together with all immediate liabilities, should, after 
deduction of the Federal Loan Debt, exceed the maximum ratio between the note-issue and 
the cover stipulated in Article 85, a note-~ on the excess shall be pai~ to.the Federation. 

The taxation rate shall be the current discount rate, plus the followmg mcreases : 
(a) I % if the proportion of cover (Article 85) amou,nts to less than 20.% (or 24, 

28 or 83! % respectively) but to more than I8% (or 22, 25; or 80 % respectively), and 
_ {bj' A further I~ % for every further 2 % or fraction o~ 2 % by which the 

proportion of cover falls below I8 %(or 22, 25l or 80 %respectively). 

The taxation rate must, however, be at least 5 %· 

Article 89. 

After the resumption of cash payments, the Bank shall pay a note-tax as soon as the 
proportion of cover (Article 87) falls below 40 %· . . 

The taxation rate shall be the current discount rate, plus the followmg mereases : 
(a) I % if the proportion of cover (Article 87} is less than 40 % but more than 

83 1/3 %; . 0 f. b hi h th (b) A further II % for every further 8 %, or fraction thereo, y w c e 
proportion of cover falls below 83~ %· 

The note-tax must, however, be at the rate of at least 5 %· 
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Article 90. 

For the purpose of determining the note-tax to be paid, ~be Adm.il!'istration of the Bank 
shall determine the amount liable to taxation, under the f~regomg proVIs~ons, on the ,7~h, 15.th. 
23rd and the last day of each month, and shall commumcate to the F.mance. AdmmJStration 
at the end of each month the amounts calculated for each of the respective penods. 

The note-tax to be paid by the Bank on the basis of th~e figures will be dete~ined as 
follows • The amount due for tax in respect of the excess note-ISsue for each of the penods shall 
be ca\c~lated as for a year at the rates of taxation applicable to each period, and then divided 
by 48. The tax to be paid by the Bank shall be the total of the amounts thus ascertained as . 
due for the several penods. · 

The note-tax shall be credited to the Federal Administration every month and shall be 
applied to the reduction of the Federal Loan Debt (Article 53). 

Article 92. 

After a legal relation of currency has been established in accordance with Article 88, the 
Bank shall, at its Head Office in Vienna, be obliged at any time on demand to accept currency 
metal in bullion at the legal minting parity in exchange for bank-notes. 

The Bank shall be entitled to have the accepted bullion assayed and refined at the expense 
of the seller by technical experts, nominated by the Bank, and to deduct the minting and other 
fees fixed and published by the Government. 

. . . -. 

[Tramlation.] 
FEDERAL LAW OF DECEMBER 20TH, 1924 • 

. - -. 

Article 11. 

(1) The Mint is required to coin gold money of the Confederation for the account of private 
persons who make a demand to that effect and supply the necessary gold. 

(2) Th~ fees to be collected for minting done for the account of private persons will be fixed 
by decree; 1t must not exceed 0.8 per cent ad valorem. 

. . 

DECREE OF OCTOBER 15TH, 1929, OF THE FEDERAL MINISTER OF FINANCE, 
CONCERNING THE 1\UNTING OF FEDERAL GOLD COIN. 

· (Bundesgesetzblatt 1929, Part 82, No. 846.) 

In virtue of the Federal Law of December 20th, 1924, Bundesgesetzblatt No 461 1•t 18• decreed 
as follows : ' • 

N In the Decree of the Federal Minister of Finance dated July 17th 1926 Bundesgesetzblatt 
o. 185, the paragraph "D. Fees" shall read as follows : ' ' 
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D. Fees. 

The following fees shall be charged for minting Federal gold coins : 

(a) Assay fee (Probegebilhr).-An assay fee of 2S. 40g. shall be charged 
for each ingot and for each amount of gold, in coin or other form presented. Should, 
in accordance with Section A, paragraph 5, a second test of the standard of fineness 
have been made by the Central l'tlint (Hauptmilnzamt), or a final assay under
taken by the Central Hall l'tlarks and Assay Department (Hauptpunzienmgs- . 
und Probieramt), the assay fee shall only be levied for such assar tl'sts if the result 
of the last assay coincides with that obtained by the Centra 1\lint at the first 
test for standard of fineness; 

(b) Refining fee (Scheidegebilhr)-amounts to 21S. per kilogramme of unre
fined metal, and must be paid : 

(1) On gold which is less than 898/1000 fine; 
(2) On gold which cannot immediately be used for the minting of Federal 

gold coin, even though its fineness amounts to or exceeds 898/1000; 
(3) On IJOld containing silver or other precious metals for which compen

sation is clarmed. 
- (c) Smelting fee (Schmelzgebilhr)-amounts to 80g. per kilogramme of 

unrefined metal, and is only chargeable if the gold delivered is smelted or 
re-smelted. 

(d) l'tlinting fee (Priigegebilhr)-for the minting of Federal gold coins of 
25S., amounts to 8S. 20g. per kilogramme of fine gold for the Austrian National 
Bank, and to 14S. 17g. for other parties. For the minting of Federal gold coins 
of 100S., a minting fee of 14S.17g. per kilogramme of fine gold will be charged in 
every case. 

11 



-162-

BELGIAN CONGO. 

[Tra718lation.] 

CONVENTION CONCERNING THE ISSUE OF BANK-NOTES 1 

BETWEEN THE BELGIAN CONGO AND THE TERRITORIES UNDER BELGIAN 
MANDATE, AND THE BANK OF THE BELGIAN CONGO. 

Article 1. 

The Bank is empowered, subject to the con~itions laid down in the present Conv~ntion, to 
issue in the Colony notes payable to bearer at srght. . . 

No other shareholders' bank of issue may be established except under the form of a JOint
stock company and by virtue 'of a decree. 

Article 2. 

This authorisation is granted until June 80th, 1952. T~e ~ank ma:l!' proJ?ose its rene_w:al; 
it shall submit its request at least two years before the exprratron of thrs per1od. A deciSIOn 
shall be given on this request before December 81st, 1951. 

Article 8. 

The Bank has the power to establish branches at any place in the Colony. It may also 
establish branches at other places approved by the Minister of the Colonies. 

The Minister of the Colonies may, after hearing the Board of Directors of the Bank, decide 
· to establish a branch at any place in the Colony where he thinks it necessary. 

Article 6. 

The notes are payable at sight in the Colony, on the basis of 0.0418422 gramme of fine gold 
for one franc, without regard to the place of issue, at all the branches of the Bank. 

Payments are effected at the option of the Bank in gold, in money having legal currency 
in the colony, or in cheques drawn on Belgian or foreign centres selected by the Minister of 
the Colonies in agreement with the Bank. In the absence of authorisation given by decree, 
these payments shall be calculated at the par rate mentioned above, reduced, if necessary by 
a percentage for the cost of remitting. 

Payment may, however, be made at branches other than those situated at the seat of the 
Central Government or at the seats of the Provincial Governments by a cheque drawn on one 
of these places, at the option of the bearer, without the Bank being able to charge a commission 
in respect thereof. 

Again, the Bank shall issue cheques at Brussels on its branches established at the seat of the 
Central Government or at the seats of the Provincial Governments, against payments made in 
gold, in its own notes, in Belgian money or in foreign currencies. In the absence of authorisation 
ll'!ven by decree, these payments shall be calculated at the par rate mentioned above, increased, 
if necessary, by a percentage for the cost of remitting. · 

1 Signed on October loth, 1927, approved by Royal Decree of November 14th, 1927. 
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The cost of remitting provided for in the second and fourth paragraphs above shall be laid 
down in rules drawn up by the Bank and approved by the 1\Iinister of the Colonies. 

Article 8. 

The Bank is required to hold a reserve in gold or in gold curren<'y equal to at least 40% of 
the amount of its notes in circulation, with a minimum of 20% in gold. 

The excess of the amount of notes in circulation and other obligat.ions at sight shall be covered 
to its full value by easily realisable securities. 

' 
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• • • 

BELGIUM. 

ROYAL DECREE OF OCTOBER 25TH, 1926, RELATING 
TO MONETARY STABILISATION. 

• 

• • 

Article 5. 

• 

The Bank is required to keep a reserve of gold and foreign gold .exchanges equal to at least 
'0 % of its total sight liabilities, of which at least 80 % must consiSt of gold. . 

• • 

Article 8. 

The exchange rate of the Belgian franc on foreign countries shall be established in multiples 
of five francs. The National Bank shall adopt the same multiple as a basis for its cash payments 
(redemption of banknotes in specie), which shall be effected at sight in gold, in silver at its value 
m gold, or in foreign gold exchanges at the option of the Bank. This multiple alone shall be 
quoted for purposes of exchange and shall, for these purposes, bear the name of ''Belga". 

• • • 

• 

ROYAL DECREE OF OCTOBER 25TH, 1926, 
PROLONGING THE CHARTER OF THE NATIONAL BANK • 

.. 
Article 7 •. 

The Bank shall issue bearer notes. The amount of the notes in circulation shall be covered 
by easily negotiable securities. 

The Bank is required to keep a reserve of gold or foreign exchanges convertible into gold 
equal to at least '0 % of its total sight liabilities, of which at least 80 % must consist of gold. 

Article 10. 

The notes shall be payable at sight at the Bank's offices at Brussels, under the terms of the 
Royal Decree relating to monetary stabilisation, issued under the Law of July 16th, 1926. 

The notes shall be payable at sight at the Bank's provincial a~encies. Nevertheless, such 
payment may be deferred until the agencies have been able to obtain the necessary funds. 

The Government shall be empowered to accept them as payment in the Treasury 
Departments. 

• • • • • • • • • • • • • • • 
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STATUTES OF THE NATIONAL BANK OF BELGIUM: 

• • • • • • • • • • • • • 

Article 26. 

The notes shall be payable at sight at the Bank's offices at Brussels under the terms of the 
Royal Decree of October 25th, 1926, relating to monetary stabilisation • 

.. • • • • 

Article 80. 

The Bank is required to keep a reserve of gold or foreign exchanges convertible into gold 
equal to at least 40 % of its total sight liabilities, of which at least 80 % must consist of gold. 

. . . . ' . • • • • • • • • • • • • • • 
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BOLIVIA. 

LAW OF JULY 20TH, 1928, ON THE RE-ORGANISATION 
OF THE CENTRAL BANK OF BOLIVIA. 

. '. 

Article 59. 

The Central Bank of Bolivia (Banco Central de Bolivia) is accorded. the exclusive 
right to issue notes during the fifty years of its existence, and, during that period, neither the 
National Government nor any of its political sub-divisions, nor any other bank or other corpo
ration, undertaking, person, or a.ny ot~er organisation,. shall. i~sue paper currency ?r any ot~er 
paper of any kind whateyer for e~rculatlon as cu~ncy m Bohvu:'. Neverthel«;~~s, th1s c~ncess10n 
shall be subject to the r1ghts conferred on certam other banks m the Repubhc by ArtiCle 20 of 
the Law of November 28rd, 1914, the article in question being incorporated in the present law. 

• Article 64. 

The notes of the Central Bank of Bolivia shall be payable to the bearer at sight during the 
Bank's office hours, and payment shall be made in any of the following forms at the option of 
the Bank : (a) In Bolivian gold coin at par, in British or Peruvian gold coin of the present weight 
and fineness at the rate of 18.88 bolivianos to the pound, and in gold coin of the United States 
of America of the present weight and fineness at the rate of 2. 789 bolivianos to the dollar; (b) in 
gold bars of approximately 100 % fineness and not less than 500 grammes in weight, at the rate 
of 1.8211 bolivJanos to the gramme of fine gold; (c) in demand drafts or three-days'-sight drafts 
on London or New York, payable in gold and drawn on funds deposited in banks of high standing 
in those cities. On such drafts, the Bank may charge a premmm above the parity of the gold 
boliviano as compared with the pound sterling and with the dollar of the United States of America 
respectively, but this premium shall not exceed the sum necessary to cover the total cost of 
shipping gold coin in bulk from La Paz to London or New York as the case may be. The said 
max1mum premium shall be fixed by the Board of Directors of the Bank with the affirmative 
vote of at least six members, and with the approval of the Ministry of Finance, and shall be 
publicir announced. • _ 

-. 

Article 66. 

To avoid appreciation of the boliviano above the gold value stipulated in Article 61 of the 
present law and in the Currency Law, i.e., 0.54917 gramme of fine gold, the Central Bank of 
Bol!v!a shall pay out its own n~t~s at sight at ~ts head o~ce in La Paz in exchange: (a) For 
Bohv1an gold com at p~r •. for Br1t1sh and Peruvian gold com.of the present weight and fineness 
at the rate of 18.88 bolivianos to the pound, and for gold com of the United States of America 
of the present weight and fineness at 2.789 bolivianos to the dollar; (b) for deposits credited to 
the account of the Central Bank of Bolivia, payable at sight in gold at the rate of 18.88 bolivianos 
t~ the pound sterling of the present weight and standard in London, and at the rate of 2. 739 boli
VIanos to the dollar in New York, provided the said deposits represent sums of not less than 
£80 or 1150, as the case may be, held in banks in London or New York in which the Central 
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Bank of Bolivia k~ps its _legal reserve deposit accounts. . When paying out notes in Bolivia 
against fold de~~1ts abroad. the Ba!lk shall be entitled to charge a premium above the gold 
parity o the bolivl&no as compared w1th the pound and the dollar respectively, but this premium 
shall not exceed the sum necessary to cover the total cost of shipping gold coin in bulk from London 
or New York t~? La Paz. The .said maximum premi?m shall be fixed by the Board of Directors 
of the Bank w1th the affirmative vote of at least s1x members, and with the approval of the 
Jllinister of Finance, and shall be publicly announced. 

·Article 61. 

Should the Bank fail t~ redeem its notes at sight in the form stipulated in Articles 6j 
and 65 of the present Law, 1ts notes shall ceas~ to be legal tender to an unlimited amount, and 
it shall be declared "Bankrupt through SuspensiOn of Gold Payments", and shall be immediately 
put into liquidation by the Superintendent of Banks in conformity with the law • 

• • 

Article 71. 

The Central Bank of Bolivia shall maintain a normal legal minimum reserve in metal equi· 
valent to 50 per cent of its notes in circulation, that is, notes beyond its control, and deposits 
combined. • 

Article 72. 

The normal legal minimum reserve mentioned above shall consist of: (1) Bolivian gold coin 
at par, British, Peruvian and United States gold coin valued at their legal gold parity as compared 
with the boliviano, other gold coin and gold in bars in the vaults of the Bank, valued according 
to their content of fine gold; (2) gold coin and bars deposited in banks of high standing in London· 
or New York, valued as prescribed under (1); (3) deposits payable in gold on demand or at three 
days' sight in banks of high standing in London or New York, valued at their legal gold parity 
as compared with the boliviano; (4) Bolivian silver coin in the vaults of the Bank. 

The reserve may be distributed among the forms mentioned in the proportions deemed 
suitable by the Board of Directors, subject to the condition that the amount in silver coin consi· 
dered as part of the reserve shall not at any time exceed 10 per cent of the notes in circulation 
and deposits combined. 

Article 78. 

When the metallic reserve on the Bank constituted as prescribed in Article 72 of the present 
law falls below the normal legal minimum of 50 per cent, the Bank shall be subject to the following 
penalties, which shall be imposed by the Superintendent of Banks and shall be paid to the 
Gov!;mment : If the reserve falls below 50 per cent, but not below 45 per cent, the tax to be paid 
shall be equivalent to 2j per cent per annum on the deficit; if below 45 per cent, but not below 
40 per cent, the tax shall be 5 per cent per annum on the deficit below 50 per cent; if below 
40 per cent, but not below 35 per cent, the tax shall be 10 per cent per annum on the total deflc!t 

. below 50 per cent; if below 85 per cent, the tax shall be 15 per cent per annum on the total deflc1t 
below 50 per cent plus an add1tional tax of 1i per cent per annum for each 1 per cent or portion 
thereof by which the percentage of the reserve falls below 85 per cent. 

Article 74. 

The discount rate of the Central Bank of Bolivia shall not be less than 7 per cent yer annum 
when the Bank's reserve has been continuously for a week or more below the normallega minimum 
of 50 per cent of the notes of the Bank in circulation and its deposits combined. 
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Article 75. 

. Whenever a tax on account of a deficit in the reserve has to be paid by the Bank in confor
mity with Article 78 of the present law, a percentage equivalent to at least half the percentage 
or percentages of the tax imposed on account of the deficiency in the reserve shall be added to 
the Bank's discount rate, together with whatever increase in the said rate is necessary to raise 
it to 7 per cent per annum in accordance with the provisions of the preceding article. 

• .-

LAW-OF JULY 11TH, 1928, ON MONETARY REFORM. 

Article.5, Second Paragraph (a8 amended). 

Gold shall be minted solely on behalf of the Government and the Central Bank of Bolivia. 
The National Mint at Potosi shall make the necessary arrangements for minting gold, and the 
Central Bank of Bolivia shall buy gold bars offered to it, provided ther. weigh at least 500 grammes, 
and shall pay for them at the rate of 1,820.94 bolivianos per kilogramme of pure gold with 
deduction for the cost of refining. -

• • 

Article 18. 

All taxes of every description and all lrohibitions and restrictions on the export and import · 
of gold coin and bars and on the export o silver coin are abrogated. 

• • • • • 
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BRAZIL. 

[Tra718lation.] 

DECREE No. 5108 OF DECEl\IDER 18m, 1926, CONCERNING 
THE- REFORM OF THE CURRENCY AND THE APPLICATION OF ECONmiiC 

AND FINANCIAL 1\IEASURES. 

The President of the Republic of the United States of Brazil decl~res that he has sanctioned 
the following resolution voted by the National Congress : 

Article 1. 

Brazil adopts as the currency standard gold, weighed in grammes, minted in coin, with a 
fineness of 900 thousandths of fine metal, and 100 thousandths of suitable alloy. 

§ 1. The unit of currency shall be the cruzeiro, divided into centimes. 
§ 2. For fractional currency, silver, nickel and copper shall be adopted in the proportion 

fixed for each of them. 
Article 2. 

All the paper money at present in circulation, 2,569,804. contoa 1, 850 milreia •, 500 reia •, 
shall be converted into gold on the basis of 0.200 gramme (two hundred milligrammes) per 
milreia. 

Article 8. 

Upon six months' notice, a decree of the Executive shall fix the exact date and the methods 
of the conversion laid down in Article 2. 

Article 4.. 

The financial resources required for the conversion referred to in the present law shall be 
furnished as follows : · 

/ 

§ 1. By the supplies of gold already recovered and deposited in conformity with the laws 
in force and by those set aside for the re-purchase, security and conversion of the paper currency. 

§ 2. By the supplies of gold recoverable under these laws. 
§ 8.- By the budget surpluses after their final conversion into gold. 
§ 41. By the yield of the credit transactions intended for this purpose. 
§ 5. By all other receipts earmarked for this particular purpose, such as the profits on 

banking transactions, as laid down in Clause III of the Contract of April 24oth, 1928, approved 
by Law No. 4685A of January 8th, 1924, all of which receipts will be included in the new 
Convention. authorised by, the present decree. 

Article 5. 

Until the decree referred to in Article 8 is promulgated, notes shall be exchanged into gold 
and gold into notes, at the rate indicated in Article 2, by the Stabilisation Office created exclusively 
for this purpose by the present decree. 

§ 1. After the reform of the Bank of Brazil in accordance with the present law, a Stabilisation 
Office may be attached to it under this or any other name. 

1 A conlo equals a thousand milreis. 
1 A milreis equals a thousand reis. 
1 A reis equaL• 11.96 cents (gold parity). 



-170-

Article 6. 

The gold received shall be kept on deposit with the Stabilisation Office, or with its London 
and New York agencies. In. no case and by no orders may t~i~ (fOld be used for other purposes 
than the conversion of notes Issued under the personal responsJbJhty of the members of the Office 
and guaranteed by the National Treasury. Notes exchanged shall have legal currency • 

• Article 8. 

The Executive is authorised to buy and sell foreign currency and bills of exchange at the 
rate laid down in Article 2. In order to effect these transactions, which may not be carried out 
by the Stabilisation Office, the Executive, after concluding a new convention with the Bank of 
Brazil, may use the gold reserve guaranteeing the present issue of bank-notes, for which the 
Government assumes responsibility. 

Article 9. 

Once the convertibility referred to in Article 8 of the present law is assured, the Executive 
shall publish a decree ordering the minting of gold, silver, nickel and copper coins in decimal 
units, in conformity with the provisions of the pr~sent law as regards the weight, value, design 
and fineness of these coins. · , 

Article 10. 

Import duties payable in gold and paper money shall continue to be collected in such a wav 
as to maintain the existing proportion between them. . •. 

§ 1. The same proportion shall be preserved in the case of payments in gold. 

DECREE No. 17618 OF JAl\"UARY 5TH, 1927: REGUI,ATIONS PUTTING INTO 
EXECUTION LAW No. 5108 OF DECEl\IDER 18TH, 1926 • 

. 
The President of the Republic of the United States of Brazil, in virtue of the power conferred 

upon him by Article IS of Law No. 5108 of December 18th, 1926 : -
Decides, with a view to applying the provisions of the said law concerning the Stabilisation 

Office, to put into force the regulations established by the present Decree and signed by the 
l\linister of Finance. , . .-

REGULATIONS GOVERNING THE STABILISATION OFFICE 
REFERRED TO IN DECREE No. 17618 OF JANUARY 5TH, 1927. 

Article 1. 

(Similar to Article I of Decree No. 5108 of December 18th, 1926.) 

Article 2. 

(Similar to Artide 2 of Decree No. 5108 of December 18th, 1926.) 

Article 8. 

(Similar to Article 8 of Decree No. 5108 of December 18th.I926.) 

Article 4.. 

(Similar to Article IS of Decree No. 5108 of December 18th, 1926.) 
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Article 5. 

The Stabili~ation Office! created bf Law No. ~108 of De~ember 18th, 1926, is exclusively 
intended to receive gold bull_10n and national or foreign gold com, and to hand over to the bearer 
in exchange notes representmg a value exactly equal to that of the gold received, as laid down 
in Articles 1 and 2 of the present Regulations. 

§ 1. Bullion shall be accepted by the Stabilisation Office after being dul;r assayed at the 1\lint. 
§ 2. Gold, in the form of coins, shall be assayed at the 1\lint whenever It is deemed necessary. 

Article 6. 

The gold received shall be kept on deposit with the Stabilisation Office or with its London 
and New York agencies. In no case and by no orders may this gold be used for any other purpose 
than the conversion of notes issued, under the personal responsibility of the members of the 
Office and with.the guarantee of the National Treasury. (Article 6 of Law No. 5108.) 

§ 1. In times of emergency, with the approval and at the express orders of the Executive, 
gold may be delivered to and deposited with the London and New York agencies which shall issue 
a certificate of delivery and deposit mentioning the exact amount of gold received and its fineness. 

§ 2. On presentation of this certificate the Stabilisation Office shall issue notes in exchange, 
as laid down in the present Regulations. 

§ 8. When the emergency mentioned in paragraph 1 of the present Article has passed, the 
gold shall be returned to the Stabilisation Office. 

. .. 
Article 9. 

The notes issued by the Stabilisation Office shall be legal tender throughout the whole of 
Brazil and shall therefore be valid for all contracts and payments. (Article 6 of Law No. 5108.) 

Article 10. 

The said ·notes shall be convertible into gold at the rate laid down in the present decree, 
without any limit as to time or amount, and shall be payable to .bearer on his applying to the 
Stabilisation Office at Rio de Janeiro. 

§ 1. At the request of the bearer of the potes and with the Government's approval, the 
Office may deliver gold in London or New York in exchange for notes received at Rio de Janeiro. 
For this purpose, the Office shall make out to the bearer of the notes a written authorisation on 
presentation of which the London and New York agencies shall hand over at sight the amount 
of gold corresponding to the notes received by the Office at Rio de Janeiro. This authorisation 
shall mention the total value of the notes received and the exact amount of gold which must be 
handed over by the branches; this amount may be transferred by endorsement. 

Article 11. 

(Similar to Article 4o of Decree No. 5,108 of December 18th, 1926.) 

Article 12. 

The financial resources in gold referred to in Article 11 shall be paid to the Stabilisation 
Office and the sums in paper shall be similarly paid after having been liquidated and finally 
converted into gold. 

Article 18. 

The Stabilisation Office shall issue notes only in exchange for gold, on the basis of the value, 
weight and fineness fixed by Law No. 5108. 
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BRITISH EAST AFRICA. 

(Kenya Colony and Protectorate, Uganda Protectorate, 
Tanganyika Territory.) 

REGULATIONS OF DECEMBER 11TH, 1924, DEFINING THE 
CONSTITUTION, DUTIES AND POWERS OF THE EAST 

, AFRICAN CURRENCY BOARD. 

Article 1. 

The East African Currency Board will provide for and control the supply of currency to 
the Kenya Colony and Protectorate, the Uganda Protectorate, the Tanganyika Territory, and 
any other Dependencies in East Africa which may be added by the Secretary of State, to ensure 
that the currency is maintained in satisfactory condition, and generally to watch over the 
interests of the said Dependencies so far as currency is concerned. 

Article 7. 

The Board may charge for coin or currency notes to be delivered in East Mrica against 
prepayment in London such premium above the nominal value (at the rate of twenty shillings 
to the pound),. not exceeding the cost of transportin~;r specie. (pac~in~, c~~;rri!lgt;, insura'!'ce), 

· as they may think fit, and may vary the charge from time to trme withm thiS limit. . If com or 
notes are delivered on telegraphic order to East Africa, the Board may increase the premium 
as they think fit. 

Article 8. 

The Board will, when re9uired, arrang_e for the issue against silver or notes tendered in 
East Africa of drafts payable m sterling in London at a charge not exceeding the cost of trans
porting specie from East Africa to London, and may at their discretion issue telegraphic transfers 
on London on such terms as they may think fit. 

• . . • 

Article 18. 

Proceeds of the sale of coin and currency notes and all other revenue of the Board shall, 
after the necessary deductions have been made for all expenses and for any contributions made 
to the revenue of the East African Governments under Section 19 of these regulations, be credited 
to a fund hereinafter referred to as the Currency Reserve Fund. Any losses which may be 
incurred will be debited to the fund. 

Article 14. 

Subject to the provisions of paragi-aph 19 of these regulations, the Board niay invest their 
funds in securities of the Government of any part of His Majesty's dominions, or in such other 
m_anner as the Secretary of State may approve. The extent to which investments may be made 
WI~ be left to the discretion of the Board, whose duty it will be to hold, subject to any directions 
which may be received from the Secretary of State, a proportion of their reserve in a liquid form. 
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Article 15. 

The Board shall submit half-yearly to the Secretary of State a statement of the position 
of the Currency Reserve Fund on the last day of the half-year, including a statement of securities. 

Article 16. 

The Board shall cause to be published half-yearly in the Kenya Government- Gazette 
an abstract showing (a) the whole amount of the East African coinage and currency notes in 
circulation on the last day of the half-year; (b) the total amount of the Currency Reserve Fund 
on the said day; (c) the nominal value of, the price paid for, and the latest known market price 
of the securities forming the investment port1on of the Reserve Fund. 

Article 17. 

The accounts of all the transactions of the Board will be audited by the Colonial Audit 
Department. 

Article 18. 

The Board will submit annually for the approval of the Secretary of State a statement of 
their transactions during the preceding year. 

Articli: 19. 

When the Board are satisfied that their reserves are more than sufficient for all the purposes 
for which such reserves may be required, they may, with the approval of the Secretary of State, 
pay over the whole or any part of the surplus amount in aid of the revenues of the Dependencies 
m East Africa in such proportions as may be hereafter determined. 
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BRITISH GUIANA. 

ORDINANCE No. 16, OF 1915. 

Article 1. 

This Ordinance may be cited as the Government Currency Note Ordinance, 1915. 

Article 2. 

In this Ordinance the expression "coin" or "current coin" means coin which, for the time 
being, is legal tender in the Colony. 

Article 8. 

1. A Board of Commissioners of Currency (in this Ordinance referred to as "the Commis
sioners ") shall be established for the purpose of this Ordinance, and shall consist of the persons 
for the time being lawfully discharging the duties of Government Secretary and Colonial Treasurer 
of this Colony, and one other officer of the Colony- nominated by the Governor. 

2 .. The Commissioners shall have an office m Georgetown and may employ such agents, 
officers and persons as may be from time to time authorised by the Governor. 

8. Any .act of the Commissioners may be signified in writing under the hands of the 
Commissioners. 

Article 4. 

1. Subject to the provisions of this Ordinance, the Commissioners may from time to time 
provide and issue and re-issue in exchange, either for current gold or silver coin or for notes 
previously issued under this Ordinance, notes herein referred to as " currency notes ". 

2. A currency note shall be a promise on the part of the Government of this Colony to pay 
to the bearer on demand the amount named therein, and the amount required for such payment 
shall be a charge on the moneys and securities in the hands of the Commissioners under this 
Ordinance and on the general revenue of the Colony, and if a sum is required to meet any such 
note, and if the said moneys and any moneys voted by the Combined Court for that purpose are 
insufficient to meet it, the sum shall forthwith, on the demand of the Commissioners, be issued 
as an advance under the order of the Governor out of the general revenue in priority to all other 
charges except those charged thereon by any Ordinance passed before the commencement hereof 
and for the time being payable, pending the next meeting of the Combined Court. . 

8. The holder of a currency note shall be entitled to obtain on demand during office hours, 
at the office of the Commissioners, payment in current coin (either gold or silver at the option 
of the Commissioners) of the amount expressed in the note. 

Article 7. 

1. Subject as hereinafter mentioned, the coin received in exchange for currency notes shall 
form the Note Guarantee Fund, and be held in the Colony by the Commissioners for meeting the 
payment of the notes, and shall not be applied for any other purpose. . 

2. Of the Not~ Guarantee Fund, a portion (in this Ordinance referred to as the coin portion 
of the fund), not bemg less than the fixed proportion hereinafter mentioned shall be in coin and 
shall be kept in the custody of the Commissioners, but the balance may be i~vested as hereinafter 
mentioned, and the proportion so invested is in this Ordinance referred to as the investment 
portion of the fund. · 
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8. The coin po~ion o~ th~ fu~d sha~ not be I_ess than the fixed proportion hereinafter specified 
of the notes for the time bemg m cuculation, and if necessary the securities forming the investment 
portion o~ the fund ~hall be sol~ so as to preve_nt the ~oin portion falling below the fixed proportion. 

Provtded that, if the deficiency of the com port10n below the fixed proportion does not e.xceed 
one-fourth of that proportion, the sale of securities may, with the consent of the Governor be 
temporarily postponed for a p_eriod not exceeding three months, but, until the coin port.ion 
amounts to that fixed proportion, no further investment of securities shall be made, and the 
whole income of the investment portion of the fund shall be carried to and form part of the coin 
portion of the fund. 

4. The fixed proportion shall, in the first instance, be one half, but if the Governor satisfies 
the Secretary of State that, havinl!' regard to the amount of notes which are always outstandin<T, 
the fixed proportion may be dimmished without danger to the convertibility of the curren.:'y 
notes, and obtains t~e authority of the Secretary of State for the purpose, he may by proclamation 
fix another proportiOn. , 

5. Any such proclamation may be revoked, without prejudice to the issue of a new 
proclamation. 

Article 8. 

1. The investment portion of the Note Guarantee Fund may be invested in such securities 
of the Government of any part of His Majesty's Dominions or in such other securities as the 
Secretary of State may approve, but an~ sum invested in securities of the Government of British 
Guiana shall not exceed one-fifth of the total amount invested hereunder. 

2. The investments shall be made in the names of such officers or persons as the Secretary 
of State may direct, and the investments shall be from time to time varied and the securities 
sold in accordance with regulations approved by him. 

8. The securities shall be applicable for the payment of currency notes and for no other 

purp~se.Th · d · ed f h · · h II b I" d 4. e mcome env rom t e securities s a e app 1e : 
-

(a) In paying the expenses of and incidental to the execution of this Ordinance, 
and · 

(b) In the payment of a sum equal to one per cent of the cost price of the securities 
to a Depreciation Fund, and · 

(c) Subject to the other provisions of this Ordinance, as part of the ordinary revenue 
of this Colony. 

Article 9. -

1. A separate account shall be kept of the Depreciation }'und, and the income of the fund 
shall be invested by way of accumulation so as to form part of the fund, and the said fund shall 
be applied from time to time as the Commissioners may direct to meet any losses by any depre
ciation of the investments of the Note Guarantee Fund, but, save as aforesaid or as is otherwise 
expressly provided by this Ordinance, the Depreciation Fund shall form part of the investment 
portion of the Note Guarantee Fund, and the provisions of this Ordinance shall apply thereto 
accordingly. ·. . . 

2. When the Governor satisfies the Secretary of State that the Deprecmhon Fund IS not 
less than ten per cent of the invested portion of the Note Guarantee Fund and is of such an amount 
that it is unnecessary further to increase the Depreciation Fund, he may order the annual a_pp_ro
priation of the said one per cent to be discontinued and the annual income of the Deprecmt1on 
Fund to be applied in a1d of the l!'eneral reve~ue of the. Colony, an~ may order the same for 
such temporary period and either m whole or m part, as 1s spec1fied m the order. 

' 
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BRITISH WEST AFRICA. 

(Nigeria, The Gold Coast, Sierra Leone, Gambia.) 

REVISED REGULATIONS DEFINING THE CONSTITUTION, DUTIES AND 
POWERS OF THE WEST AFRICAN CURRENCY BOARD (JULY 11TH, 1924). 

;lrticle 1. 

The West African Currency Board has been constituted to provide for and to control the 
supply of currency to the British West African Colonies and. Protectorates, to ensure that the 
currency is maintained in satisfactory condition and generally to watch over the interest of the 
Dependencies in question so far as currency is concerned. 

• 

Article 12. 

The Board may charge for coin or notes to be delivered in West Africa against prepayment 
in London such premium above the nominal value not exceeding the actual cost of transporting 
specie (package, carriage, insurance) as it may think fit, and within this limit, may vary the 
charge from time to time. If coin or notes are delivered on telegraphic order to West Africa, 
the Board may increase the premium as it sees fit. In West Africa, coin or notes given by the 
Board in exchange for United Kingdom gold coin presented there, will be issued at par. 

Article 18. 

The Board will, when required, arrange for the issue, against .coin (except subsidiary coin) 
or notes tendered in West Africa, of drafts payable in London at a charge, if any, not exceeding 
the cost of transporting specie from West Africa to London, and may at its discretion issue 
telegraphic transfers on London on such terms as it may think fit. . 

Article 14. 

Proceeds of the sale of coin and currency notes and all other revenue of the Board shall, 
after the necessary deductions have been made for all expenses and for any contributions made 
to the revenues of the West African Governments under section 20 of these Rel?lllations, be 
credited to a fund hereinafter referred to as the Currency Reserve Fund. Any losses which 
may be incurred will be debited to the Fund. 

Article 15. 

The Board may invest its funds in securities of the Government of any part of His Majesty's 
Do~!ons, or in such other manner as the Secretary of State may approve. The extent to 
which mvestments may be made will be left to the discretion of the Board, whose duty it will 
be to hold, subject to any directions which may be received from the Secretary of State, a 
proportion of its reserve in a liquid form. 

Article 16. 

The Board shall submit half-yearly to the Secretary of State, a statement of the position 
of the Currency Reserve Fund on the last days of June and December in each year including 
a statement of securities. ' 
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Article 17. 

The Board shall cause to be made up half-yearly and published in the Government GauUe 
of the Colony in which the redemption centre IS situated, an abstract showing: (a) the whole 
amount of the West African coinage and note circulations on the last days of June and December 
in each year, (b) the total amount of the_ Currency Reserve Fund on the said days, (c) the 
nominal value of, price paid for, and latest known market price of, the securities formmg the 
investment portion of the Reserve Fund. 

Article 18. 

The accounts of all the transactions of the Board will be audited by the Colonial Audit 
Department. 

Article 19 • 
• 

The Board will submit annually, for the approval of the Secretary of State, a statement 
of its transactions during the preceding year. . 

Article 20. 

The Board may, with the approval of the Secretary of State, pay any sum which it thinks 
proper out of the income from its invested funds by way of contribution to the revenues of the 

· West African Governments. 
Article 21. 

When the Board is satisfied, and shall have satisfied the Secretary of State, that its reserves 
are more than sufficient to ensure the convertibility of the coin and the note issue, and to provide 
a reasonable reserve against possible depreciation, the Board may pay over the whole or {>art 
of the surplus amount in aid of the revenues of the West African Governments, in such proportiOns 
as may be hereafter determined. 
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BULGARIA. 

[ Olficial Tranalation.] 

• 

LAW OF NOVEMBER 13TH, 1926, AND SEPTEMBER 27TH, 1928, 
ON THE NATIONAL BANK OF BULGARIA . 

• • 

Article 8. 

To ensure the convertibility of its notes : 

1. The Bank, on the requisition of any person who makes a demand or offer to that effect 
at the head office of the Bank in Sofia, shall oe bound to sell to, or to. purchase from, such person 
in exchange for legal-tender currency of Bulgaria, at the rates defined in Sections 2 and 8 of this 
article respectively, the legal-tender currency of such foreign gold-standard country or countries 
as is by law and in practice convertible into exportable gold, and such as may be notified in the 
Official Gazette, for immediate delivery in such foreign country or countries. 

Provided that no person shall be entitled to demand or offer an amount of foreign currency 
of less value than 50,000 leva of legal-tender money of Bulgaria. 
' 2. For the purpose of determining the rate applicable to the sale of foreign currency under 

this article, the amount in leva which represents 1,000 grammes of fine gold in accordance with 
the stabilisation rate shall be deemed to be equivalent to such sum in that foreign currency 
as is required to purchase 1,000 grammes of fine gold in that foreign country, at the rate at which 
the principal currency authority of that country is bound by law to sell gold in exchange for 
currency, after deduction from such of an amount to be fixed by the Bank representing the 
normal cost per 1,000 grammes of transferrin~ gold bullion in bulk from Sofia to that foreign 
country, including interest and insurance of 1ts value during transit. 

8. For the purpose of determining the rate applicable to the purchase of foreign currency 
under this article, the amount in leva which represents 1,000 grammes of fine gold in accordance 
with the stabilisation rate shall be deemed to be equivalent to such sum in that foreign 
currency as is realised by the sale of 1,000 grammes of fine gold in that foreign country at the 
rate at which the principal currency authority is bound by law to purchase gold in exchange 
for currency, after addition to such sum of im amount to be fixed by the Bank representing the 
normal cost per 1,000 grammes of transferring gold bullion in bulk from that fore1gn country to 
Sofia, includmg interest and insurance on its value during transit. 

4. On the date on which the provisions of this law become operative, the Bank shall notify 
in the Official Gazetl4 at least one foreign gold-standard country for the purposes set forth in 
Section 1 of this article. The Bank shall similarly notify any additions or changes of the foreign 
gold-standard countries to which Section 1 of this article is to apply. The Bank shall also from 
time to time determine the e9.uivalent rates in accordance with the provisions of Sections 2 and 3, 
and shall notify in the Official Gazette the rates so determined. 

. -
Article 9. 

. Th~ Bank shall maintain a !CS~:r;v:e of not less than 33} % of the amount of its notes in 
circulation and other demand habihtles. By bank-notes in circulation are to be understood 
all bank-notes issued to the public and not returned to the offices of the Bank or written off under 
Article 51. 
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Article 10. 

The term ''reserve" in the preceding article shall include only : 

. (a) Gold coin and bullion in t~e U';!restricted ownership of the Bank, and either 
m th~ custody of the Bank or deposited m another Central Bank, or in any 1\Iint, or in 
transit; 

(b) Net foreign gold exchange in the unrestricted ownership of the Bank, provided 
that it be either : 

1. On a country the currency of which by law and in practice is convertible 
on demand at a fixed price into exportable gold; or 

fl. On a country the currency of which by law and in practice is convertible 
on demand at a fixed price into foreign exchange as defined in f. 

For the purpose of this article the term "net foreign gold exchange" shall be taken to consist 
of the following kinds of claims on the currency of a country as defined in the preceding 
paragraph (b) : 

1. Balances standing to the credit of the Bank at the Central Bank of such a foreign 
country. 

2. Bills of exchange drawn on and payable in the currency of such a foreign country 
maturing within three months and bearing at least two good signatures. 

8. Treasury Bills, Treasury Certificates of indebtedness or similar obligations of 
the Government of such a foreign country maturing within three months, less all 
liabilities in foreign exchange. All such liabilities shall be included in the figures of 
the weekly statement. 

In calculating the amount of the reserve, should it be found that the liabilities in foreign 
exchange exceed the total of the assets enumerated in the paragraphs numbered 1, 2 and 8 of 
this article, the excess shall be deducted from the total of the other assets of the reserve. 

Article 11. 

At the request of the Bank the Government may suspend the operation of Article 9 subject 
to the payment by the Bank to the Government of a tax. 

Suspension may be granted for a period of not more than thirty days in the first instance 
and may be renewed for further periods not exceeding fifteen days at a time. The tax shall 
be levied on the amount bv which the note circulation and other demand liabilities of the Bank 
exceed the maximum sum" which would be admissible under Article 9. 

The tax shall be calculated on the daily amount of the excess at the following rates : 

1~ % per an~um above the published minimum current discount rate of the 
Bank for three-months' bills if the reserve, while less than 881 % is not less than 
80 %; · · d" if h I "I 2 % per annuiJl above such mimmum current Iseount rate t e reserve, w 11 e 
less than 80 %. is not less than 25 %; . 

8 % above such minimum current discount rate if the reserve is less than 25 %· 

Article 12. 

Whenever the reserve falls below the SSl % referred to in Article 9, the Bank shall 
inunediately add to its minimum current discount rate a percentage at least equal to the percentage 
of tax leviable in accordance with Article 11 above. 

• 
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CANADA . 

. 
OTTAWA MINT PROCLAMATION, 1907. 

BY THE KING : A PROCL.UIATION. 

• • • • • • • • • 

We therefore, in pursuance of the said Actl and of all other powers enabling Us in that 
behalf do hereby, by and with the advice of Our Privy Council, proclaii;n, direct and ordain as 
follows: · 

1. A branch of Our Mint (in this Proclamation referred to as the Ottawa Branch 1\lint) 
shall be established at or near Ottawa in Our Dominion of Canada on such site as the Governor
General of the Dominion in Council may approve. 

2. Gold coins of the same denominations, designs, weights and fineness of gold coins coined 
at Our Mint in England, may be coined at the Ottawa Branch Mint, and any gold coins so coined 
(in this Proclamation referred to as sterling gold coins) shall be subject to the allowance of the 
same remedy as gold coins coined at Our Mint in England. 

8. The Master of Our Mint shall prepare and transmit such dies as may be required for the 
sterling gold coins to be coined at the Ottawa Branch Mint. 

4. The sterling gold coins coined in pursuance of this Proclamation at the Ottawa Branch 
Mint shall be deemed to have been issued from Our Mint, and shall be current and a legal tender 
in like manner and to the like extent as if they had been coined and issued in England. 

5. (i) If any person brings to the Ottawa Branch Mint any ~ld bullion and requires the 
Deputy Master of that branch to assay, coin into sterling gold corns and deliver out the same 
to l1im, the Deputy Master shall comply with the requisition upon payment for every ounce 
troy of gold of standard fineness of a charge of three cents where the amount brought at one 
time does not exceed five hundred ounces, and of two cents in any other case : Provided that : 

(a) Where the gold bullion so brought is such that it cannot be brought to the 
standard fineness of the coin to be coined thereout without refining the whole or some 
portion of it, the Deputy Master shall demand for assaying and refining the same 
such additional charge as the Governor-General in Council may from time to time 
fix, and until such charge is paid to him may refuse to receive, assay, or coin such 
bullion; and 

(b) Where the bullion brought to the branch Mint for coinage is finer than the 
standard fineness of the coin to be coined thereout, there shall be delivered to the person 
bringing the same such additional amount of coin as is proportionate to such superior 
fineness; · . 

{c) No undue preference shall be shown to any person as respects the bullion 
brought to the branch Mint, and every person shall have priority according to the time 
at which he brought it; · 

(d) The G_oyernor-Ge~eral i_n Co~ncil may make regulations for carryin_g ~to 
effect the proVISions of th1s Article w1th respect to gold bullion, and the brmgmg, 
coinin~, and delivery out thereof, and in particular for regulating the time an<l 
conditions at and under which it is to be so brought, assayed, coined, and delivered 
out, and the minimum amount which may be so brought. 

-----
1 'I he Coinage Ai¢, 1870, 
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(ii) The charg~ under this Arti~le for coi~ng, assaying, ~nd refining shall be collected by 
the Deputy Master m accordance With the sa1d regulations, e1ther as a payment in advanee 
or as a deduction from the coin delivered out, or otherwise, and shall be accounted for and paid 
over in such manner as the Governor-General in Council directs to the Minister of Finance and 
Receiver-General of Canada, to be by him paid into the Consolidated Revenue Fund of Canada. 

7. Subject to any regulations and conditions which may be made by the Master of Onr 
1\[int, the Deputy Master of the Ottawa Branch Mint shal_l coin at that branch Mint any ~old, 
silver, bronze, or other coin which the Governor-General of the Dominion requires to be so cmned, 
and which is for the time being a coin of the Dominion and current and legal tender in the Domi
nion, but eoins coined under this Article shall not for the purposes of the Coinage Act, 1870, bc 
deemed to be coins made at, or issued from, Our Mint. 

1~. This Proclamation shall come into force on the first day of January, nineteen hundrt'd 
and eight. 

• 

THE DOl\IINION NOTES ACT OF AUGUST 22ND, 19H. 

5 OF GEORGE V, CHAPTER 4 • 

Article 2. 

In this Act, unless the context otherwise requires : 

(a) "Dominion Notes" means notes of the Dominion of Canada issued and outstanding 
under the authority of this Act;-

(b) " Gold" means : 
' 

"(i) Gold coins which are a legal tender in Canada, and, 

(ii) Gold bullion in bars, each bar bearing either the stamp of the Royal )lint 
of the United Kingdom or of the branch thereof in Canada or of one of the branche~ 
thereof in Australia or of one of the coinage mints of the United States or of the Assay 
Office of the United States at New York ~ertifying its weight and fineness, at a valuation 
of one dollar in the currency of Canada for every 23.22 grains of fine gold content; 

(c) "Minister" means the Minister of Finance. 

Article 8. 

Dominion notes may be issued and outstanding at any time to any amount, and such notes 
shall be a legal tender in every part of Canada except at the offices at which they are redeemable. 

Article 4. 

• • 

8. Dominion notes shall be redeemable in gold on presentation at branch o!fices establi.shed 
or at banks with which arrangements are made for the redemption thereof as heremafter provided. 
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Article 5. 

The Minister of Finance shall always hold as security for the redemption of Dominion notes 
up to and including fifty million dollars, issued and outstanding at any one time, an amount 
equal to not less than twenty-five per centum of the amount of such notes in gold. 

2. As security for the redemption of Dominion notes issued in excess of fifty million dollars, 
the Minister shall hold an amount in gold equal to such excC!Is· 

Article 6. 

In case the amount held in accordance with the provisions of this Act as security for the redemp
tion of Dominion notes is not sufficient to pay the Dominion notes presented for redemption, 
or in case the amount so held is reduced below the amount required by this Act to be held, the 
Governor in Council may raise, by way of loan, temporary or otherwise, upon such form of security 
nnd upon such terms and conditions as the Governor in Council may approve, such sums of 
money as are necessary to pay such notes or to provide the amount required to be held as security 
for the redemption of Dominion notes issued and outstanding. 

Article 10. 

Provincial notes under the Act of the late province of Canada, passed in the session held 
in the twenty-ninth and thirtieth years of Her late Majesty Queen Victoria's reign, chapter ten, 
intituled "An Act to Provide for the Issue of Provincial Notes", shall be held to be notes of the 
Dominion of Canada, and shall be redeemable in gold on presentation at Toronto, Montreal, 
Halifax or St. John, according as the same are respectively made payable, and shall be legal 
tender except at the offices at which they are respectively made payable. . 

• • 

THE FINANCE ACT OF AUGUST 22Nn, 1914. 

5 OF GEORGE v, CHAPTER. 8. 

Article 4. 

In case of war, invasion, riot or insurrection, real or apprehended, and in case of any real 
or apprehended financial crisis, the Governor in Council may, by proclamation published in 
the Canada GautU : · 

• • 

(a) Authorise the making of advances to the chartered banks and to the savings 
banks to which The Quebec Savings Banks Act, 1918, applies, by the issue of Dominion 
notes upon the pledge of securities, deposited with the Minister, of such kind and amount 
a~ may be approved by the Treasury Board; such advances to be repayable at such 
times as the Board may determine with interest at a rate likewise determined by the 
Board of not less than five per cent per annum. 

• • • • • • 
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THE SAVINGS BAJ\"K ACT OF 1914. 

PART ill, SECTION 47. 

All monies deposited or paid into Dominion Savings Banks form part of the Consolidated 
Revenue Fund of Canada. The Minister of Finance is bound by Statute to hold an amount 
in gold, or in gold and Canadian securities guaranteed by the Goyernment of the United Kingdom, 
equal to not less than 10 % of the total amount of such deposits, as such amount is ascertained 
from time to time. 

AN ACT OF APRIL 8TH, 1915, RESPECTING CERTAIN ISSUES 
OF DOmNION NOTES. 

5 OF GEORGE V, CHAPTER 4. 

Whereas for the purposes set forth in Orders in Council of date the fifth day of September, 
1914 (P.C. 2325), the twenty-sixth day of September, 1914 (P.C. 2450), the twenty-fourth day 
of October, 1914 (P.C. 2670), the twentieth day of November, 1914 (P.C. 2921), and the sixteenth 
day of December, 1914 (P.C. 8170), and pursuant to said orders, advances to the amount of 
ten million dollars ($10,000,000) in the form of an issue of Dominion notes were made to the 
Canadian Northern Railway Company, against a pledge by the company of its guaranteed secur
ities issued in pursuance of the provisions of The Canadian Northern Railway Guarante~ Act, 
1914, by placing the sums so advanced to the credit of the 1\linister of Finance for payment out 
under the provisions of the trust deed securing the issue of these securities; 

And whereas for the purposes set forth in Orders in Council of date the fifth day of September, 
1914 (P.C.2826), the twenty-sixth day of September, 1914 (P.C.2451), the twenty-fourth day 
of October, 1914 (P.C.2671), and the twentieth day of November, 1914 (P.C.2922), and pursuant 
to said orders, advances to the amount of six milliOn dollars (86,000,000) in the form of an issue 
of Dominion notes were made to the Grand Trunk Pacific Railway Company, against a pledge 
by the company of its guaranteed securities issued in pursuance of the provisions of Th~ Grand 
Trunk Pacific Guarantee Act, 1914, by placing the sums so advanced to the credit of the Minister 
of Finance for payment out under the provisions of the deed of trust securing the issue of these 
securities; 

And whereas pursuant to an Order in Council of date the second day of November, 1914 
(P.C.2750), DominiOn notes to the amount of ten million dollars ($10,000,000) were issued, in 
order that certain obligations of Canada might be met as they matured; 

And whereas with respect to the greater part of these issues of Dolninion notes security 
in the form required by Section 5 of The DominionNote1 Act,1914, was not held; 

And whereas it is expedient that such issues, and the making of such advances and the 
taking of security therefor, and the agreements with regard to repayment of such advances be 
severally confirmed : 

Therefore His Majesty, by and with the advice and consent of the Senate and House of 
Commons of Canada, enacts as follows : 

1. The issues of Dominion notes and the advances made in tJUrsuance of the Orders in 
Council cited in the preamble, and all things done under the proviSions of the said Orders in 
Council, are hereby confirmed and shall be deemed to have been duly authorised. 

2. The agreements referred to in ~he. preamble are hen;by d~lared to be a~d shall.be deemed 
to have been valid agreements and bmdmg on the respective railway comparues parties thereto, 



THE BANK ACT OF JUNE 30TH, 1923. 

18·1· OF GEORGE V, CHAPTER 82. 

Article •• 

The provisions of this Act apply to the several banks enumerated in Schedule A to this 
Act, and to every bank incorporated after the first day of January, one thousand nine hundred 
and twenty-two 1 whether this Act is specially mentioned in its Act of incorporation or not, but 
not to any other bank, except as hereinafter specially provided. 1918, c.9, s.8 .• 

Article 5. 

Each of the several banks under the name mentioned in Schedule A to this Act is, and shall 
continue to be, a body politic and corporate until the first day of July, one thousand nine hundred 
and thirty-three, and this Act shall form and be the charter of each of the said banks until the 
first day of July aforesaid. The chief office of each bank, and, subject to the provisions of this 
Act with regard to increase or decrease, the amount of its authorised capital stock, divided into 
shares of one hundred dollars each, shall be as set out in the schedule. 

2. As to all other particulars, this Act shall form and be the charter of each of the said banks 
until the first day of July, one thousand nine hundred and thirty-three. 1918, c.9, s.4, Am • 

• 

Article 60. 

The bank 1 shall hold in Dominion notes not less than forty per cent of the cash reserves 
which it has in Canada. . 

2. The Minister shall make such arrangements as are necessary for ensuring the delivery 
of Dominion notes to any bank, in exchange for an equivalent amount of gold coin lawfully 
current at the several branch offices of the Department of Finance established for the redemption 
of Dominion notes under the provisions of The Dominion Notea Act, 1914. 
-~ 8. Such notes shall be redeemable at any of the branch offices mentioned in subsection 2 
hereof. 1918, c.9, s.60, Am. 

Article 61. 

The bank may issue and re-issue its notes payable to bearer on demand and intended for 
circulation; provided that : 

. (a) T~e bank shall !lot; during any period of suspension of payment of its liabilities, 
1ssue or re-1ssue any of 1ts notes; and . 
. (b) If, after any such suspension, the bank resumes business without the consent 
!n wr1bng of. the cura.tor, hereinafter provided for, it shall not issue or re-issue any of 
1ts notes until authoriSed by the Treasury Board so to do. · 

~· No such note shall be for a sum less than five dollars, or for any sum which is not a 
multiple of five dollars. · · 

1 See footnote No. 1 on page 56. • 
1 The words "the bank" refer to each of the banks to which this law applies. 
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3. Except as hereinafter provided, the total amount of the notes of a bank in circulation 
at any time shall not exceed the aggregate of : 

(a) The amount of the unimpaired paid-up capital of the bank; and 
(b) The amount of current gold coin and of Dominion notes held for the bank 

in the central gold reserves hereinafter mentioned. 
4. The Assoc~tion may, with the approval of the 1\linister, appoint three trustees, and the 

1\linister may appomt a fourth trustee, and the trustees so appointed shall receive such amounts 
in current gold coin and Dominion notes, or either, as any bank may desire from time to time to 
deposit with them. The amounts so deposited are herein referred to as "central gold reserves" 
and shall be held and dealt with in accordance with the provisions of this Act. 

U. During the usual season of moving the crops-that is to say, from and includin~ the 
first day of September in any year to and including the last day of February next ensumg
in addition to the said amount of notes hereinbefore authorised to be issued for circulation, the 
bank may issue its notes to an amount not exceeding fifteen per cent of the combined unimpaired 
paid-up capital and rest or reserve fund of the bank as stated in the statutory monthly return 
made by the bank to the 1\Iinister for the month immediately preceding that in which the 
additional amount is issued. 

16. While its notes in circulation are in excess of the aggregate referred to in sub-section 8 
of this section, the bank shall pay interest to the l\Iinister at such rate, not exceedin~ five pt'r 
cent per annum, as is fixed by the Governor in Council, on the amount of its notes in c~rculntwn 
in excess from day to day; and the interest so paid shall form part of the Consolidated Revenue 
Fund. 

Article 6-1. 

The moneys heretofore paid to and now deposited with the lllinister by the banks to which 
this Act applies, constituting the fund known as the Bank Circulation Redemption Fund, shall 
continue to be held by the l\Iinister for the purposes and subject to the provisions in this section 
mentioned and contained. 

2. The 1\linister shall, upon the issue of a certificate under this Act authorising a bank to 
issue notes and commence the business of banking, retain, out of any moneys of such bank 
then in his possession, the sum of five thousand dollars, which sum shall be held for the purposes 
of this section, until the annual adjustment hereinafter provided for takes place in the year 
then next following •. 

3. The amount at the credit of such bank shall, at such next annual adjustment, be adjusted 
by payment to or by the bank of such sum as is necessary to make the amount of money at the 
credit of the bank equal to five per cent of the average amount of its notes in circulation from 
the time it commenced business to the time of such adjustment, and such sum shall thereafter 
be adjusted annually as hereinafter provided. · 

4. The amounts heretofore and from time to time hereafter paid, to be retained and held 
by the 1\linister as by this section provided, shall continue to form and shall form the Circulation 
.Fund. 

5. The Circulation Fund shall continue to be held as heretofore for the sole purpose of 
payment, in the event of the suspension by a bank of payment in specie or Dominion.notes of 
any of its liabilities as they accrue, of the notes then issued or reissued by such bank, mtendcd 
for circulation, and then m circulation, and interest thereon. 
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Article. 65. 

In the event of the suspension by a bank of payment in specie or Dominion notes of any 
of its liabilities as they accrue, the notes of the bank, issued or reissued, intended for circulation, 
and then in circulation, shall bear interest at the rate of five per cent per annum, from the day 
of the suspension to such day as is named by the directors, or by the liquidator, receiver, assignee, 
or other proper official, for the payment thereof. 

Article 70. 

The bank shall make such arranfements as are necessary to ensure the circulation at par, 
in any and every part of Canada, of al notes issued or reissued by it and intended for circulation; 
and towards this purpose the bank shall establish agencies for the redemption and payment 
of its notes at the places at which the Governor in Council has established branch offices of the 
Department of Finance for the redemption of Dominion notes, and at such other places as are 
from time to time designated by the Treasury Board. 1913, c.9, s.70, Am. 

THE FINANCE ACT OF JUNE 80TH, 1923. 

13-14. OF GEORGE V, CHAPTER 4.8. 

His 1\lajesty, by and with the advice and consent of the Senate and House of Commons 
of Canada, enacts as follows : 

Article 1. 

This Act may be cited as The Finance Act, 1928. 

Article 2. 

A~ any time when there is no proclamation in force under the authority of paragraph (a) 
of sect10n four of The Finance Act, 1914., the 1\linister of Finance (hereinafter called ''the l\linister") 
may make advances to the chartered banks and to the savings banks to which The Quebec Saving.r 
Bank Act, ~918, applies by the issue of Dominion notes upon the pledge of the securities herein
after mentioned : 

(a) Treasury bills, bonds, debentures or stocks of the Dominion of Canada, the 
United Kingdom, any ;province of Canada, and of any British possession; 

(b) Public securities of the Government of the United States; 
(c) Canadian municipal securities; 
(d) Promissory notes and bills of exchange secured by documentary title to 

wheat, oats, rre, barley, corn, buckwheat, flax or other commodity; 
(e) Prom1ssory notes and bills of exchange issued or drawn for agricultural, 

industrial, or commercial purposes and which have been used or are to be used for 
such purposes. 
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Article 8. 

· Such securities shall be deposited with the Minister or with an Assistant Receiver-General. 
The Minister may request the trustees of the central gold reserves to make a valuation of and 
recommendation as to .t~e amount. which, in the judgment of the trustees, may properly be 
advanced on any securities offered m pledge under this Act. 

Article 4. 

The Minister. may P.er!llit hi~ of lading or other documents of title, covering such grain 
or other commodity while m transit, to go forward under the control of the bank to the point 
at which delivery is made and payment therefor is received, and the bank shall be a trustee for 
the Minister, to the extent of the advances, of the proceeds received for such grain or commodity. 

Article 5. 

All promissory notes or bills of exchange when pledged pursuant to this Act shall have a 
maturity, exclusive of days of grace, not later than six months from the time at which they are 
pledged. · 

Article 6. 

Advances made hereunder shall be for a period not exceeding one year and interest thereon 
shall be payable at such rate as may from time to time be fixed by the Treasury Board. 

Article 7. 

· All repayments of advances shall be in Dominion notes and such repayments shall be made 
to the Minister or to an Assistant Receiver-General. 

Article 8. 

All interest received on account of such advances shall be paid to the Minister for Consolidated 
Revenue Fund. 

Article 9. 

All advances of Dominion notes made hereunder shall be deemed to be an amount due by 
the bank to the Government of Canada and shall be a second charge (payment of a bank's own 
notes, issued by the bank, in circulation, being the first charge) upon the assets of the bank. 

Article 10. 

The bank shall satisfr. the said trustees before. an advance is made b:y the Ministe.r that 
any promissory notes or bills of exchange described m paragraph (e) of sectiOn two of thiS Act, 
offered in pledge have in fact been issued or drawn, or the proceeds have been used, or are to 
be used in the first instance, in producing, purchasing, carrying or marketing grain or goods, 
wares and merchandise within the meaning of these words in The Bank Act. 
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Article 11. 

No advances shall be made against the pledge of promissory notes or bills of exchange 
issued or drawn for the purpose of carrying or trading in stocks, bonds, or other securities, and 
no advance shall be made against promissory notes or bills of exchange, the proceeds of which, 
when issued or drawn, were employe~ on capital expenditures of any kind, and. the Minis~r 
may direct the trustees to make enqmry and report as to whether any notes or bills offered m 
pledge fall within the prohibition of thiS section. 

Article 12. 

The Treasury Board may make regulations, not inconsistent with this Act, with regard 
to advances made hereunder, the· terms and conditions affecting the deposit of securities and 
all other matters .necessary to give effect to the provisions of this Act. 

Article 13. 

Notwithstandin!l' anything contained in The Bank Act or in any other statute, the procla
mation dated the thud day of September, one thousand nine hundred and fourteen, made under 
the authorit;r of the provisions of The Finance Act, 1914, chapter three of the Statutes of 1914 
(second sess10n), which proclamation was published in the issue of the Canada Gazette dated 
the fifth day of September, one thousand nine hundred and fourteen, except paragraphs (a} 
and (c) thereof, shall continue in force and effect until the end of three years after the date 
of the coming into force of this Act. Provided, however, that the Governor in Council, by procla
mation, which shall be published in the Canada Gazette, may declare and proclaim an earlier 
date for the termination of the operation thereof. 

Article 14. 

I. The Governor in Council, by proclamation, which shall be published in the Canada 
Gazette, may, during the continuance in force of this section, from time to time and for any period 
or periods, declare and proclaim that the export of gold coin, gold bullion and fine gold bars 
from the Dominion of Canada shall be prohibited, excel?t in such cases as may be deemed desirable 
by the 1\Iinister of Finance and under licences to be ISsued by him. 

2. This section shall continue in operation for three. years after the date of the coming 
into force of.this Act; provided, however, that the Governor in Council by proclamation, which 
shall be publiShed in the Canada Gazette, may declare and proclaim an earlier date for the termi
nation of the operation of this section. 

Article 15. 

. Chapter twenty-one of the statutes of 1919, entitled An Act to provide for the Continuance 
1n force of a Certain Proclamation made under the Finance Act, 1914, and to authorise the Prohibition 
of the Export of Gold, is repealed. · 
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CHILE. 

( Trdrulation.] 

DECREE-LAW CREATING THE CENTRAL BANK OF CffiLE 
(AUGUST 21ST, 1925). 

• • 

Article 69. 

. . . 

Notes of the Central Bank shall be payable to bearer on demand at the head office of the 
. Bank in Santiago, and payment shall be made in any of the following forms at the option of the 
Bank: 

(a) In Chilian gold coins of the weight and fineness provided for in the monetary 
law; 

(b) In gold bars of approximately 100 % fineness and of weight not less than 
500 grammes; . 

(c) In demand drafts or three-days-sight drafts on London or New York payable 
in gold and drawn on funds deposited in banks of high standing in those cities. The 
premiums charged by the Bank above the gold par of the Chilian gold peso as compared 
with the gold pound sterling and the gold dollar respectively shall not exceed the sum 
necessary to cover the cost of shipping gold bars in bulk from Santiago to the foreign 
centre on which the drafts are drawn. 1 

. .. 

Article 71. 

To avoid appreciation of the monetary unit above the gold value stipulated in the monetary 
law, the Central Bank of Chile shall at its head office in Santiago pay out its own notes in 
exchange : · · 

(a) At par for unworn gold coins of the Chilian Republic; or for coins minted after 
the promulgation of the present law and not worn below the limit fixed by law; or at 
the rate of one peso in bank-notes for 0.183057 gramme of fine gold for other gold coins 
of the Chilian Republic; 

(b) For foreign gold coin or its equivalent in paper money payable on demand, 
and deposits payable on demand in the same coin, also at the rate of one peso per 
0.183057 gramme of fine gold, provided the said deposits have been credited to the 
account of the legal reserve of the Central Bank of Chile in banks in London or New 
York where the said Central Bank maintains reserves of that kind. 

On payin~; out notes in Santiago against gold deposits abroad, the Bank shall be entitled to 
charge a premmm equivalent to the cost of shipping gold in bulk from the foreign city concerned 
to Santiago, plus the costs that will be incurred for minting the said gold into Chilian coin at the 
Santiago Mint and the interest accruing during the time of transit • 

. · 

1 By Decree-Law No. 573, of September 29th, 1925 a so;ntence at the end of Article 69 was deleted. 
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Article 14. 

The Central Bank of Chile shall be required to redeem and immediately cancel and retire 
from circulation all Treasury bills and Treasury bonds. The Bank shall pay out on sight and 
at par its own convertible notes in exchange for the said Treasury bills and Treasury bonds at 
its head office in Santiago and at any branches it may establish, as from the day when the said 
head office and branches open. It shall also exchange the said Treasury bills and Treasury bonds 
on demand at its head office in Santiago against gold or gold drafts in the same form and under the 
,a me conditions as are stipulated in Article 69 of the present law for the redemption of its own notes. 

Article 88. 

The Central Bank of Chile shall maintain a gold reserve equivalent to 50 % of the total of 
its notes in circulation and deposits. This reserve may consist of : 

(l) Gold coin and bars deposited in the vaults of the Bank in Chile; 
(2) Gold coin and bars deposited in banks of high standin~;t abroad, and 
(3) Deposits payable on demand and in ~;told in banks of h1gh standing in London 

and New York. The proportions to be mamtained between these components shall 
be determined by the Board of Directors. -

Article 84. · 

The reserve of 50 % stipulated in the preceding article shall cover also Treasury bills and 
Treasury bonds in circulation which the Bank is required to redeem, cancel and retire by virtue 
of the provisions of Article 74 of the present law. 

Artick 85. 

When the gold reserve of the Bank, constituted as prescribed in Articles 83 and 84, falls 
below the legal minimum of 50 %, the Bank shall be sullject to the following penalties, which 
shall be imposed by the Superintendent of Banks, the fines involved accruing to the Treasury : 
if the reserve falls below 50 %but not below 45 %. a tax of 3 %per annum on the amount by wh1ch 
the reserve is less than 50 %; if below 45% and not below 40 %, a tax of 6 % per annum on 
the total amount by which the reserve is less than 50 %; if below 40 %and not below 85 %. 
a tax of 10 %per annum on the total amount by which the reserve is less than 50 %; and-if 
below 85 %. a tax of 10 %per annum on the total amount by which the reserve is less than 50 %. 
plus an !'-dditional rate of 1£% per annum for each one per cent by which the proportion of 
reserves JS less than 85 %· 

• 
Article 86. 

The discount and rediscount rate of the Central Bank may not be less than 7 % per annum 
when the Bank's reserve has been continuously for a week or more below the said normal minimum 
of 50 % of the total amount of notes in circulation and deposits. 

Article 88. 

. The ~linister of the Treasury, as representative of the President of the Republic, shall enter 
m the art1cles of the Bank the following obligations of the State which shall thereby have the 
force of contractual obligations. ' 

(a) The Government authorises the Bank to trade freely in gold and for that 
purpose to export and import gold without being subject to any restriction or tax~tion. 
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This authorisation shall be granted subject to the reservation that the President of the 
Republic and the Bank may agree, in case of internal or external disturbances, to suspend 
temporarily the free trade in gold. • 

(b) The Government undertakes to mint gold coin for the Bank without restriction 
as to quantity and in accordance with the rates of charges to be prescribed by law. 
The 1\fint shall give the Bank, as compared with other organisations or individunls, a 
time-preference as regards the coining of gold brought for that purpose to the lllint, 
provided the Board of Directors of the Bank so agree by a majority of seven members, 

• • • 
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COLOMBIA. 

[ Tranalation.] 
LAW No. 65 OF 1916 (DECEMBER 18TH) CONCERNING THE EXCHANGE, 

MINTING AND RE-MINTING OF COIN. 

Article 1. 

The Government is authorised to mint gold coin at the Mints of Bogota and Medellin whenever 
it cohsiders this expedient, in order to meet the requirements of circulation. This minting 
shall also be done by the Government for private individuals at cost price. (Article 9, Law 15 
of 1918.) 

. .• . ' 

LAW No. 15 OF 1918 (SEPTEMBER lOTH) CONCERNING THE MINTING AND 
RE-MINTING OF COIN AND THE POWERS OF THE EXECUTIVE • 

. • 

Article 9. 

Any person may deliver duly assayed gold bullion to the Mints at Bogota and Medellin 
against certificates of delivery representing the actual value in Colombian currency of the gold 
delivered. 

The certificates in question shall be issued in denominations of two pesos fifty centavos, 
five, ten, twenty, fifty and one hundred pesos, which shall be accepted at their nominal value 
for all payments made to the National Treasury. , 

These certificates shall be exchanged on presentation at the Mints for minted gold or gold 
bullion. 

LAW No. 21 OF 1921 (NOVEMBER 2ND) CONCERNING THE EXPORT 
OF GOLD, ETC. 

Article 1. 

. As from the promulgation of the present Law, the export of gold in any form shall be free, 
subJect to payment of the respective export duties. 

• • • • . . . . • • • • • • • • 
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·LAW No. 25 OF 1923 (JULY liTH): ORGA~'lSATIO~ OF TIIE BANK 
OF THE REPUBLIC. 

Article 16. 

• 

(I) The Bank of the Republic will have the exclusive rrivilege to issue bank-notes for a 
period o_f twe~ty yea_rs, dating from the dat~ of registration o its articles of constitution. These 
notes will be tssued m gold pesos of the we1ght and fineness fixed by the Fiscal Code. 

(2) In case of bankruptcy of the Bank, its notes will enjoy the right of preference over nil 
its other obligations • 

• 

Article 18. 

1. The Bank of the Republic shall maintain in its vaults a reserve in gold ~uivalent to sixty 
per cent (60 %) of the total of notes in circulation and deposits. A portion of this legal 
reserve, not exceeding two-fifths thereof, may be kert in the form of demand deposits payable 
in gold in banks of high standing in foreign financia centres. 

2. The same legal reserve is required for two per cent (2 %) treasury bills in circulation, 
which the Bank is required to exchange for gold, in accordance with Article 2" of the present 
law 1• 

3. Whenever the Bank reserves fall below the legal minimum of sixty prr cent (60 %) the 
bank shall be subject to the following penalties which shall be imposed by the Superintendent 
of Banking, the fines involved accruing to the National Treasury. 

(a) If the reserve falls below sixty per cent (6Q %) and not below fifty-six per cent 
(56 %) the tax to be paid shall be equivalent to four per cent (4. %) of the deficien<'y; 
if the reserve falls below fifty-six per cent (56 %) and not below fifty-four per cent 
(54 %) the tax shall be six per cent (6 %) on the total deficiency below sixty per cent 
(60 %); if it falls brlow fifty-four per cent (54 %) and not below fifty-two per cent 
(52 %) the tax shall be eight per cent (8 %) on the total deficiency below s1xty per 
cent (60 %); if below fifty-two per cent (52%) and not below fifty per cent (50%) the 
tax shall be ten per cent (10 %) on the total deficiency below sixty per cent (60 %) 
and if below fifty per cent (50 %) an additional tax on the entire defidency below 
sixty per cent (60 %) shall be imposed, increasing by two per cent (2 %) for every one 
per cent (1 %) deficiency below fifty per cent (50 %)- . 

The rate per cent mentioned above is an annual rate and shall in every case be payable 
during the existence of the deficiency to which it refers. 

(b) The discount and rediscount rates of the Bank of the Republic shall not be less 
than eight per cent (8 %) per annum when the bank reserves have been continuously 
for one week or more, less than the sixty per cent (60 %) mentioned above. W~enevcr 
a deficiency tax is imposed there shall be added to the Bank's discount and rediscount 
rates an amount equivalent to at least half the rate of the tax imposed for such. defi
ciencies; so that if the rediscount rate were eight per <'ent (8 %) and the defie1enry 
tax were six per cent (6 %) the Bank would charge at least eleven per cent Ill %)-

1 These Treasury bills, in accordance with Article 2_., have now been retired. 
13 
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Article 19. 

1. The notes of the Bank shall be convertible at sight at the head office of the Bank. In 
other cities where the Bank may establish branches or agencies the notes shall •be convertible 
in gold on sight up to the amount of funds available and beyond that they shall be exchanged 
for cheques on the head office. 

2. If at any time a branch .of the Bank of the Republi~ fails to r~d~em notes of the Bank ~n 
presentation, the person presentmg them shall have the option of rece1vmg cheques on the mam 
office as above stated or receiving gold after allowing the minimum time necessary to convey · 
it by the usual means of transport from the head office to the branch, or receivmg demand 
drafts on New York payable in gold, for which the Bank may charge a premium not exceeding 
that mentioned in the last paragraph of the present article. 

8. Should the Bank fail to comply with any of these obligations, it shall be declared 
bankrupt ou'ing to BUapen.rion of payments, and action shall be taken as prescribed in such 
cases by mercantile law. 

4. The notes issued by the Bank in 1 accordance with this Law shall have free currency. 
5. In time of emergency the Bank may, upon the affirmative vote of sL't members of the 

Board of Directors and with the approval of the Minister concerned, give sight or <'able drafts 
on New York payable in gold in that city, in exchange for its notes instead of gold coin, and may 
on this account charge a premium over the equivalent in pure gold of these foreign currencies 
as compared with the Colombian gold· peso, but this premmm shall not exceed the actual cost 
of shipment of gold coin in bulk between New York and the cities in Colombia where the Dank 
gives such drafts in exchange for its notes. 

Article 20. 

1. Article 17 of Law 51 of 1918 is repealed, according to the terms of which "the credit insti
tutions will hold in legal coin, in their vaults, twenty-five per cent (25 %) at least of the amount 
of their sight deposits." This stipulation is replaced by the following : 

2. Every banking institution, with the exception of the Bank of the Republic, will hold in 
its vaults, in legal coin, at least fifty fer cent (50 %) of its sight deposits, namely those payable 
on demand or within a maximum o thirty days, and a reserve equal to twenty-five per cent 
(25 %) at least of its deposits on term, namely those payable at more than thirty days. , 

8. For the purposes of the present article the legal reserve will consist solely of domestic or 
foreign gold coin and of gold bullion-the coin and bullion in question being valued according 
to the amount of fine gold which they contain in relation to the Colombian gold peso-in national 
Colombian notes representing gold 1, in notes of the Bank of the Republic and in Colombian 
silver coin~ but any qua':ltity of this la~ter coin greater than twenty per cent (20 %) of the mini
mum required reserve will not be considered as part of the legal reserve. Treasury bills may ·be 
counted as part of the legal reserve, for the purposes of the present article, until the provisions 
designed to retire them, as envisaged in Art1cle 24 of the present law, have been given effect 1• 

When deposits are made in a certain coin, the reserve will be held in that coin in the propor-
tion stipulated above: · 

4. For the purposes of the present article, the balances of floating credits remaining unused 
will be considered as available deposits and will require the same reserve as the other deposits 
of this class. · 

~·. 'Fhe banks w~ich have become shareholders of the Bank of the Republic through the 
acqu1s1tlon of a certam number of class B or class C shares, envisaged in Article 4 of the present 
law, a~d w~ich, as a result, en~oy the ri~ht of redi.scount at the Bank of the Republic, as laid 
down m Art1cle 18 of the Ia'!, will be fe9.Ulred. to mamtai~ only half of the legal reserve stipulated 
above. These banks may mclude the1r available depos1ts as part of their legal reserve up to 
one-half of the reserve which they are required to hold. 

1 These have since been retired and are no longer existent.· 
1 See the footnote under the seconrt paragraph of Article 18. 
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6. If any bank other than the Bank of the Republic ceases to hold the reserve require<l by 
law, the superintendent of banks will impose a fine upon it which may not be greater than one 
per cent (1 %) of half the deficit during the first ten davs of its duration nor greater than two 
per cent (2 %) of half the deficit during each period subsequent to ten days. 

Article 21. 

The legal representative of the Government shall provide in the contract by which the Bnnk 
is legally constituted for the following obligations on the part of the nation : 

(a) To allow the Bank to deal freely in gold, and to import or export it without 
charge or hindrance. In the case of internal or external disturbance, the Government 
and the Bank may agree temporarily to suspend unrestril'ted dealing in gold. 

(b) To mint the gold delivered to it by the Bank for that purpose, at the pri,•e 
fixed for that operation in the existing laws. The Minister concerned shall grant the 
Bank priority as regards the order in which gold brought to the 1\lints is coined whl.'ncver 
it considers this in the public interest. 

• • 
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COSTA RICA. 

[Translation.] 

DECRE~ No. 8, OF OCTOBER 24TH, 1896: CURRENCY LAW~ 

Article 1. 

The right of minting the national coinage shall be vested exclusively in the nation, acting 
either for itself, or, by way of contract, through private persons, companies or foreign Governments. 

Article 2. 

The basis of the currency system of the Republic shall be gold and the monetary unit shall . 
<"onsist of 778 milligrammes of gold of a fineness of 900/lOOOths (nine hundred thousandths). 
The monetary unit shall be called the colon, and shall be divided into 100 centimos. 

Article 8 •. 

The multiples of the colon shall be struck in gold and only the sub-multiples or fractions 
of the colon shall be struck in silver. 

Article 12. 

· The Mint may strike gold coin for private persons, by order of the Ministry of Finance, 
and subject to the provisions of the present law. The seigniorage charge shall be 1%, provided 
always that the gold bars furnished are 900/IOOOths fine; if not, an extra charge of 1% shall 
be levied for alloying or refining. · Nevertheless, the Federal Executive may waive these charges 
according to circumstances and to the need for coin. 

Article 13. 

Silver coin may not be minted for private persons, except by contract passed with the 
Federal Executive and approved by the Legislature. But, in this case, as in that of minting 
for the Government, the striking of silver coinage shall be subject to the following conditions : 

(a) No silver coins may be struck with a value exceeding 50 centimos or~ colon; 
(b) The quantity of silver coin struck shall not exceed 20% of the value of the 

gold coin struck in conformity with the provisions of the present law. 

Article 14. 

The Federal Executive shall lay down the proportions in which the various gold and silver 
coins may be struck, according to their value. 

Article 17. 

Foreign gold coin shall have currency in the Republic as soon as the Federal Executive 
~hall have determined its value relatively to the national gold coinage and provided that its 
fineness is equal to, or greater than, the latter. ' 
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Arlicle 20. 

The Gove~ment. shall, each year, mint the exact amount of gold and silver coin in the 
relative proportion laid down for these two categories of coin in Article 13 whi<'h is needed to 
meet the requirements of exchange. For this purpose, the minimum amo~nt of national eoin 
shall be fixed at 20 colons per inhabitant. 

DECREE No. 1, OF APRIL 17TH, 1900. 

Arlicle 1. 

As from July 15th next, all gold certificates issued by the Goveniment and in circulation 
at that date must be presented at the Bank of Costa Rica, as administrator of the public revenues 
for conversion into gold. ' 

Arlicle 2. 

As these certificates are successively exchanged by the Bank, they shall be placed at the 
disposal of the Ministry of Finance in order to be burnt in the manner provided by law, after 
being checked with the issue records. 

Arlicle 3. 

All liabilities contracted in national currency and outstanding on July 15th next shall be 
governed by the new gold currency (the colon) in the proportion of one gold colon to one silver 
peso of the present currency. The payment of all revenue taxes and charges shall be made 
on the same basis, and the present national silver coinage shall continue to circulate, subjeet 
to the reservations laid down by the existing currency law • 

. . 

DECREE No. 16, OF APRIL 25TH, 1900: BANK LAW. 

Arlicle 17. 

No corporation or person may put into circulation documents of any kind containing a 
promise to pay in cash, and made payable to bearer at sight. 

Documents issued in this manner shall be null and void under eivillaw. 
Any person signing such documents shall pay a fine of 500 colons, or 10% of the value 

specified in the documents, if that value exceeds 5,000 colons. 

Arlicle 18. 

l\Iortgage banks may not issue bearer notes payable at sight, but they may put into circu
lation redeemable mortgage bonds, so far as this is provided for in the Statutes of the Bank, 
for an amount equal to the value of the first-class mortgages taken out in their favour. 
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Article 19. 

Non-mortgage banks shall alone be entitled to issue bearer notes, on the conditions laid 
down by the present Jaw, and provided they have po~er to ~o so under their Statutes. 

. . . 
·Article 88. 

No pelSOn is obliged to accept notes in diseharge of a debt, senice or liability of any sort. 
The currency of such notes is entirely voluntary. 

Article 8j. 

Notes shall be exchanged. on presentation, against national gold, and the Bank mAY not 
refuse to pay except on the ground that the note is not genuine. 

' 
• • • I • 

Article •o. 
. H a pelSOn presents a note at the Bank and this note is not paid in national gold, he may 

have a protest drawn up by a notary, who shall go to the offices of the Bank and draw up a 
statement attesting the refusal. On the strength of thia document, if the Bank does not allege 
that the note is not genuine, the judge concerned shall issue an order in bankruptcy • 

. . • 

. . 
DECREE No.l2, OF NOVElffiER 17TH, 1902, AMENDING THE BANK LAW 

OF APRIL 25TH, 1900. 

Amendment No. '· 

Article 20 of the Bank Law shall read as follows : 

• 

"Bearer notes may not be issued b~ny hank whose paid-up capital is less than 
one million colons, and which, at the · ning of its issuing transactions, has· not 
that amount in its vaults either in natio gold or in foreign gold coinage whose value 
relatively to the national gold coinage has previously been officially detennined." , 

Amendment No. 5. 

Article 21 shall read as follows : 

" For purposes of note issue, the paid-up capital of banks which were created 
without rl~J'ht:J of issue but which decide to issue notes at some date after they have 
~ bwnneu, shall be considered as consisting of national gold coin, provided this 
pa1d-up capital is not less than one million colons • 

.. Similarly, the paid-up capital of banks which are at present established shall 
be ~id~ for p~~ of note issue, as ~~isting of national gold coin, provided 
the said pa1d-up cap1tal JS not less than one mJihon colons." · · 
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Amendment No. 6. 

Article 22 shall read as follows : 

· " The tot~l am~mnt of t~e notes which a bank may issue shall in no case exceed 
the amount of 1ts pa1d-up cap1taL The reserve funds shall never be reckoned as capital." 

Amendment No. 7. 

Article 28 shall read as follows : 

. "~very ~ank of iss?e must at all tim~ hold in its vaults, either in national gold 
com or m_fore1gn gold_ com whose value relatively to the national coinage has previously 
been officially determmed, a reserve equal to 50% of the amount of the notes in circu-
lation which may be presented for payment. . . 

" Any bank which infringes th1s decision shall be liable to a fine of ten thousand 
colons; it shall be compelled by judicial order to withdraw its notes, which shall be 
called in for exchange, and shall forfeit its right of issue." 

DECREE No. 12, OF SEPTEMBER 18TH, 1914. 

Article 1. 

As from to-day's date and until further orders by the Federal Executive, banks of issue 
established in the Republic are authorised not to exchange their notes against gold. 

Article 2. 

The notes of the said banks shall be legal tender for the discharge of all liabilities contracted 
in gold colons. 

Article 8. 

So long as the present Decree shall remain in force, the enforcement of the provisions of 
Articles 88, 84 and 40 of the existing Bank Law shall be suspended so far as they conflict with 
the present provisions. 

DECREE No. 16, OF OCTOBER 9TH, 1914. 

A State credit and issuing establishment, to be known as the International Bank of Costa 
Hica, is hereby set up; with its domicile in this city; it shall be managed by private persons under 
the direct supervision of the Federal Executive. 
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-
Its purpose and constitution shall be as follows : 

I. 
The Bank shall be authorised to issue notes for an amount not e~ceeding four million colons · 

in accordance with the provisions of the present Bank Law and of 1ts subsequent amendments 
in so far as they do not conflict with the provisions of the p~ent Decree. 

DECREE No. 27, OF NOVE~IDER 2-lTH, 19U.. 

Single Article. 

The exportation of gold and silver in bullion or specie is prohibited. 
This prohibition does not apply to gold and silver mined in the country. 
The present Law shall take effect as from the date of its publication. 

DECREE No. 19, OF liARCll 29TH, 1921. 

Article I. 

• • 

The inconvertibility proclainJed by Decree No. 12, or September 18th, 1914, shall remair 
in force up to the 31st of the present month, after which date banks shall be obliged to exchange 
their notes as provided in Article M of the Bank Law. 

The above shall not apply to the International Bank of Costa Rica, whose notes shall 1M 
t·onvertible in a manner to be finally settled in a subsequent law. · 

Article 2. 

The notes of the International Bank of Costa Rica shall remain available for use by debtor! 
as legal tender for the discharge at par of liabilities contracted in gold colons. Nevertheless, 
if the creditor refuses to accept them. the debtor ahaU enjoy a moratorium for auch time 811 the 
inconvertibility of the notes of the said Bank may aubsisL . 

• • • 

DECREE No. 24, OF Jm"E Urn, 1921. 

Article I. 

Decree No. 27, of November 24th. 1914, is hereby abrogated. 

Article 2. 

The present Decree shall take effect 811 from the date or its publication. 
• • • • • • • • 

• This amount wu .ubaequently increued aeveral times. 
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DECREE No. 17, OF OCTOBER lOTH, 1922. 

CREATION OF THE CoNVERSION OFFICE 

Article 1. 

A Department of the International Bank of Costa Rica shall be opened under the name 
of the Conversion Office. 

Article 2. 

The operations of the Office shall be directed by the Board of the Bank in accordance with 
the regulations issued to this effect and submitted for approval to the 1\linistry of Finance. 

Article 8. 

The office shall exchange notes issued by it for gold or sight drafts on New York at the option 
of its Administrator, at the rate of four colons to one dollar. 

Article 4. 

The Office may purchase foreign drafts at the same rate as above in exchange for its own 
notes. 

·Article 5. 

It may also draw against its notes bills on the United States of America, always at the 
aforesaid rate of four colon~ to one dollar • 

. Article 6. 

For the purchase or sale of drafts as laid down in the foregoing articles, the Office shall 
charge only such commission as is sufficient to cover the cost of the movement of funds. · 

Article 7. 

Neither the gold coin received by the Office in exchange for its notes, nor the balance formed 
in the same manner in the United States, may he applied to any other purpose than that of 
meeting demands for currency or drafts in exchange for the notes of the Ollice. 

Article 8. 

The resources of the Office shall be constituted by the export tax on bananas, as from 
to-day, and further by all moneys which the Government may assign for this purpose. 

Article 9 • 

. The funds referred to in the foregoing article shall be deposited in the ~ffice in gold co~n 
or s1ght drafts on New York. On the basis of these funds, the Office shall1ssue gold notes m 
the ratio of four hundred per cent, which the Bank shall take as a repayment of its advances to 
the Government. The Bank shall withdraw from circulation an equal amount of its e.xisting 
notes and put into circulation those received from the Oflice. 

The legal provisions regarding banks of issue shall apply_ to the Conversion Office in so far 
as they do not conflict with the present Law. 
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Article 10. 

The notes of the Offit'e shall he aeeepted by all Government offices at their full face value 
and on a par with the notes of the International Bank of Costa Rica. 

Article 11. • 
All Government offil'es shall accept gold coin of the United States o~ America offered to 

tht>m by private persons in payment of taxes, dues, etc., at the rate mentioned above. 

Article 12. 

As from the promulgation of this Law and d~ring the period o.f ~nv~rsion, ne.ither the 
('.o,·emment nor the International Bank of Costa Ru~a nor any other tnstltution may ISSue any 
inconvertible notes, even against full cover. The Office ma;r issue its own notes to the amount 
required bv the public or the Government, but always agamst gold or drafts on New York at 
the rate laid down, and always on condition of being paid in gold or sig~t drafts at the o~tion 
of the Administrator of the Office and at the same rate. The Internattonal Bank may ISSUe 
notes. but solely to replace'destroyed notes of its own issue. · 

Article 18. 

The import duties hitherto fixed in gold colons shall cease to he so computed and shall he 
reckoned in current notes, but at twice the amount of the corresponding assessment or tax. 
Any other taxes in gold colons shall he similarly computed. 

Article 1,, 

The notes delivered by the Conversion Office to the International Bank of Costa Rica 
{Article 9) shall he put at the disposal of persons importing mercltandise, without discrimination, 
pro,-ided that the applicant submits a commercial invoice for the amount which he wishes to 
co..-er, together with the relevant bill of shipment to a recognised port of the Republic and provided 
that the l!oods covered by the invoice are not luxury articles. 

The latter shall he understood to include wines, li9.ueurs, perfumery, silks, furs, motor cars, 
tobacco and works of art, and. furthermore, any goods included by the Federal Executive in 
any regulation issued relative to the present Law. Notwithstanding, the Ministry of Finance 
shall have the preference in acquiring the notes of the Conversion Office when the latter are 
needed for the service of national loans payable in gold, provided that such notes are not acquired 
on credit. In dispossessing itself of the notes of the Conversion Offit'e, the International Bank 
of Costa Rica shall see that parity is maintained between them and its own notes. -

Article 15. 

The notes of the Office receil;ed by the Bank in e_avment of Government obligations, as laid 
down in Article 9, shall not he put into circulation until the moneys referred to in Article 8 amount 
to a minimum of one and a-half million dollars. 

Article 16. 

The Conve!$ion Office shall open a special account for the notes and for the gold and drafts 
they represent, and shall. issue a monthly statement showing clearly and separately the issues 
mad.e and the ~ld depostts held in the country and abroad, together with a statement of bills 
ro;cetva~le and btU. payable. . Payments to the staff of the Conversion Office and other expen· 
dtture mvolved by 1ts operations shall he defrayed by the International Bank of Costa Rica. 

The State shall guarantee the operations of the Conversion Office. . 
During the validity of this Law, the export of gold coin shall be free. 
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Article ·11. 

If, at any moment and for any reason, the note circulation of the Office should cease to be 
adequately covered, as provided for in this Law, or if the drafts purchased by the Office prove 
irrecoverable or depreciate in value before their due date, or if the foreign correspondents with 
whom the funds of the Office are deposited fail or suspend payment, the International Bank 
of Costa Rica shall, without loss of time and from its own resources, proceed to restore the 
equilibrium which must exist in virtue of the present Law between the note circulation and drafts 
of the Office on the one hand, and the holdings in cash and commercial bills on the other. 

All amounts of gold in the possession of the International Bank of Costa Rica shall 
be understood to be the property of the Conversion Office up to the amount of the sum due to 
it according to the accounts of 1ssue. . 

Article 18. 

The International Bank is authorised to invest its gold reserve in foreign banks of recognised 
solvency with the sole object of earning interest in order to increase the said reserve. 

DECREE No. 8, OF FEBRUARY 23RD, 192t : REGULA.TIONS 
FOR THE CONVERSION OFFICE. 

' 
Article 8. 

In exchange for its notes, the Office shall accept only United States gold currency, at the 
rate of exchange laid down by law, and those foreign gold currencies that were legally sanctioned 
by Decree No. 4., of February 20th, 1902, on the basis of 400% for American gold or sight drafts 
on New York drawn by banks or banking concerns of recognised solvency, or by exporters whose 
drafts are expressly authorised by an accredited representative of the firm drawn upon, who 
must accept them in that capacity and have power to do so. The Board of Directors may 
assimilate to bankers' drafts, drafts issued by concerns other than banks which, in its opinion, 
fulfil the same conditions. 
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CUBA. 

[TroMlation.] .. 
MO~"ETARY LAW OF OCTOBER 29TH, 1914. 

Article I. 

The minting of the national currency, being an exclusive privilege of the State, is decreed 
and regulated by the present Law. This currency shall have gold as its basi~ or s~ndard, and 
the peso, weighing 1.6718 gramme, including 1.50-&6 gramme of pure gold, as 1ts umt. 

Article II. 

Gold. silver and nickel coinS of the following denominations shall be minted : 

(a) Gold coins : pieces of 20, 10, 5, ', 2 and 1 pesos. 

• : . . . . 
• Article IJI • 

There shall be no limit to the minting of gold. The amount of silver minted may not exceed 
12 million pesos and that of nickel shall be fixed by the National Executive Authority. 

Article IV. 

The fineness of the coins shall be as follows : 
(a) Gold coins : nine hundred thousandths of fine metal with a tolerance of one 

thousandth both in regard to fineness and weight. 

Article V. 

The gold coins shall be legal tender to any amount. 

. . 
Article VII. 

The gold coins of 5, 10 and 20 pesos shall have the same design, weight and value as coins 
of the United States of America, whilst those of f, 2 and 1 pesos shall correspond to the 
foregoing as regards design and weight • 

• . . . . . . 
Article X. 

The national currency and that of the United States ahall alone be legal tender for the pay
ment of liabilities contracted during the validity of the present Law; payments may, however, 
be made in foreign currencies it the contracting parties have agreed thereto. 

' 
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1\IINTING. 

Article XI. 

The Executive Authority is authorised to negotiate bv public tender with banking insti
tutions domiciled within the Republic, with regard to the minting of the coins referred to in the 
present Law; the institution awarded the contract shall be responsible for all expenditure caused 
by the purchase of metal, its transport and delivery to the Mint of the United States, for the 
reimbursement of the minting costs and for the transport and delivery of the minted coins to 
the General Treasury of the Republic. 

Article XII. 

The Executive Authority shall refund to the contracting institution the sums due to it as 
follows: 

(a) Within ten days subsequent to the delivery of each consignment of minted coins, 
the value of the metal utilised for this minting operation; · 

(b) Within thirty days subsequent to the presentation of the accounts which 
must accompany each delivery of minted coin, the other expenses, including the agreed 
commission. The costs of the minting operations, the insurance, transport and freight 
costs, and other necessary expenditure' before delivery to the General Treasury, must 
be proved by the production of documentary evidence in good and due form. The 
refund of these sums shall be made by the General Treasury out of the coins minted. 

Article XIII. 

The Executive Authority shall take the necessary steps to arrange with the Government 
of the United States of America for the minting of the national coinage to be carried out at the 
:\lint of that country. 

Article XIV. 

Minting costs and other expenditure involved by this service shall be borne by the Treasury 
of the Republic and paid out of the profits accruing from the minting operations. 

Article XV. 

The institution with which the State has contracted for the minting of coins is authorised : 
(a) To negotiate and execute deeds and contracts relating to the minting of the 

coins authorised under the present Law; 
(b) To purchase the metals required for such minting; 
(c) To enter into a contract for the costs of minting and of delivering the coins 

in question to the General Treasury, including under this heading transport and insurance 
costs and other necessary expenditure. 

Article xrii. 
,Foreign currency in circulation, other than that of the United States of America, shall cease 

to be legal tender; it may nevertheless circulate as a commodity, without prejudice to contracts 
where payment in such currency has been agreed upon, due consideration thus being given in 
contractual acts to the will of the contracting parties, which must be accepted as binding. 

Article XJ!III. 

The National Executive Power is authorised to place an embargo on the e..xport of the 
national metallic currency whenever it deems expedient. 

• • • • • 
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DECREE No. 570 PROIDBITING THE EXPORT OF SPECIE (APRIL 21sT, 1917). 

. . . . • • • . . . . . . . 
Whereas Article :X-viii of the Law of October 29th, 1914., concerning the national currency, 

authorises the E.'tecutivc: Authority to place an em~ on the exP?rt of the nat~onal currency 
whenever it deems expedient, and whereas, under Article X of the Said Law, the national currency 
and that of the United States of America are alone legal tender, 
. . . . . • • • • • . . 
I HEREBY RESOLVE: 

1. To prohibit, as from the date of the publication of the present Decree, the exportation 
to foreign countries from all ports of the Republic of specie which is legal tender, namely the 
minted coinage of the United States and the minted comage of the Republic of Cuba. 

2. Foreign specie which is not legal tender may be exported only from the ports of Havana, 
Santiago de Cuba, and Cienfuegos. · 

. . 

DECREE No. 1508 CO~CE.R..'a~G EXPORTS IN GE.."\"ERAL ON ACCOUNT 
OF THE EUROPEAJ.'i WAR (OCTOBER 4TH, 1917) • 

. • 

I R£l!EBY RESOLVE: 

That previous application shall be made to the Treasury Department for the necessary 
authorisation to export or re-export the articles listed below; the department concerned shall 
reserve the right to grant or refuse the pennit requested according to the circ11mstances and 
precedents of each individual case. 

• 
specie, gold and silver bullion, paper money •. 

• • • • 

DECREE No. 715 (MAY 8ao, 1920). 

• • • . . . . . • • • • • • • 

I HE&EBY RESOLVE : 

~the provisions ~f Decree ~o. 1508 of O~ber 4th, 1917, shall be abrogated, with the 
excepliOD of those ~efernn~ to Specie, raper money, gold and silver in ingots, or in any other 
form. and the shavmgs, filings, etc., o these metals, the export of which shall continue to be 
governed by the provisions at present in force. 
. . . . • • • • • • 0 
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CURAQAO. 

[Translation.) 

DECREE ESTABLISIDNG NEW STATUTES FOR THE BANK OF ·cURACAO 
OF MAY 80TH, 1907, AS AMENDED IN 1926. 

Article I. 

Section 8. 

I. The Bank shall have .the_ exclusive right to issue ban~-note~ in the Colony of Cura~ao. 
2. The fonn and denonunahon of the bank-notes to be 1ssued shall be determined b\- the 

Board of Directors and shall be notified to the public. · 
8. The bank-notes shall be exempt from stamp duty. 
4.. They shall be accepted as means of payment at public offices of the Colony of Cura<;ao. 
5. The bank-notes shall be convertible into current specie on presentation at the head 

office at Willemstad on any day, Sundavs and holidays excepted. 
6. The holder of a bank-note shall be entitled only to claim payment by the Bank of the 

amount sr,ecified on the note. 
7. 1 he Bank shall not be bound to grant compensation for the loss or destruction of its notes. 
8. In the event of suspicion of fraud, or at the written request of the persons interested, the 

Bank may require persons presenting notes for conversion to give a receipt for them andfor 
endorse them. 

9. The provisions of Articles 209-211 of the Commercial Code of Cur~ao shall not apply 
to bank-notes. . 

IO. The falsification or counterfeiting of bank-notes shall be punishable under Article !l5 
of the Criminal Code. 

ll. The extent to which the total sum represented by bank-notes must be permanent!~· 
covered by specie or bullion, kept at the head olfice of the Bank at Willemstad, shall be fixed 
at one-third. 

I2. In times of emergency, the Governor may, at the request of the Bank, temporarily 
change the proportion so stipulated. . . 

18. Such a change must be ratified by a Colonial Decree, and the proposal for that purpose 
must be submitted within three months. 

U. If the proposal is not made within that period, or if the p~posal is made but is not 
approved within three months after being submitted, the Board of D1rectors shall be bound to 
restore within one month the proportion previously in force. 

1\IINT LAW, OF 1\IAY 23ao, 1899 (Al\IENDED BY THE LAWS 
OF JANUARY 2ND, 1900, AND !\lARCH 27TH, 1915.) . 

A1'ticle 8. 

The current gulden of Cura\'ao shall be regarded as being equal to 0.9-& of the current Dutch 
gulden. 
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Article 4. 

E,-el)" t'reditor may demand payment in legal tender. 
The following roins shall be legal tender in the rolony of Cura~ao : 

(a) For the payment of any amount: 
. ' 

The 10-gtilden (10-florin) piece, and the 5-gulden (5-florin) piece of the 
Xetherlands; . · 

The ri.x-dollar, gulden (florin) and half-gulden (half-florin) of the Netherlands; 
Foreign gold roins, the cirt'ulation of which has been authorised by Us in 

the Colony of Cura~ao, at the rates fixed by Us. 
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CZECHOSLOVAKIA. 

[Tranalation.] 

LAW OF APRIL HTH, 1920 1~ AMENDED AND SUPPLEMENTED 
BY THE LAW OF APRIL 23RD, 19251. 

§ 15. 

A. speci~l law will dete.rmine .the date on ~hich. the Bank shall be required to redeem its 
~otes m spet;Ie on presentation at Its head office !n Prague, as provided for in the Currency Law. 

If, Withm twenty-four hours after presentation, the Bank does not fulfil this obligation and 
cannot plead force majeure, it shall forfeit its privilege ( § § 11 and 12). . 

The Bank shall be required to convert the bank-notes presented at its branches into specie 
only to the extent to which the available metal reserve at those branches permits. 

§ 28 (VII). 

As from the date on which at least two-thirds of the share capital has been subscribed and 
paid up ( § 46 of the Law concerning the Bank of Issue) until the promulgation of the Currency 
Law, the Bank must maintain a metallic cover amounting to 20 % of the total value of the 
bank-notes in circulation plus its sight liabilities, but minus the debt represented by the treasury 
notes. 

This cover shall be increased by 1 % each year for a period of fifteen years. • 
The proportion between the metallic cover and the notes in circulation shall be calculated 

each quarter at the average rate of the New York Stock Exchange, based on the quotations for 
the last fifteen days of the previous quarter. 

The cover shall include, in addition to precious metals, of which gold must form at least 
three-quarters of the value of the whole stock, foreign bank-notes payable at their face value, 
current specie, foreign exchange on markets whose exchange is not depreciated, consisting either 
of bills of exchange drawn on the more important money markets in Europe and America, 
bearing the signature of a reliable banking firm and likewise fulfilling all the conditions with 
which bills of exchange are required to comply, or of immediately recoverable claims on banking 
firms of unquestionable solvency, whose head office is situated in one of the more important 
money markets in Europe or America. Foreign bank-notes payable at their face value, specie 
and foreign exchange in excess of the minimum amount of the metal cover shall be placed to 
the commercial (bank) cover account~ 

§ 29 (VII). 

The commercial cover shall consist of securities readily convertible into cash; this cover 
may be acquired by the Bank only by means of the commercial transactions specified in the 
Statutes (§ 121). 

• No. 8-1.7 of the Collection of Laws and Decrees. The Articles taken from this Law are indicated 
in An•bic numerals. 

1 No. 10:1 of the Collection of Laws and Decrees. The Articles taken from this Law are indicated 
in Roman numerals. 

u 
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§ 80 (VIII). 

Should the position as regards the metallic cover stipulated in § 28 deteriorate, t~e Bank 
shall be obliged, so long as this state of affairs continues, to pay the Trc;as~ry on the,dJffe~nce 
between the actual circulation and the maximum amount of the adrruss1ble note CJrculatJon, 
a ta....: equivalent to the discount rate : 

(a) Plus I 0/0 if the difference between the actual value of the metal cover and 
the cover stipulated does not exceed 2 %; and · 

(b) Plus an additional 1~ % for each further reduction of 2 %, whether the 
last reduction is as much as 2 % or not. 

The rate of this tax must in no case be less than 5 % per annum. 
This tax shall be paid Pro rata tempori& and accounts shall be finally settled at the end of 

the year on the basis of the sums shown in the returns drawn up in accordance with I 189 of the 
Law concerning the Bank of Issue•. 

I 89. 

So long as the State notes are in circulation, the Bank shall be responsible for their 
circulation; it shall exchange them for other denominations so far as these are available, replace 
wom-out notes by new ones, arrange for the printing of these new notes without charging the 
Treasury more than the actual cost of printing, and shall assist in the operations connected 
with the withdrawal of the said State notes when the time comes. The Bank shall likewise 
be authorised to confiscate any counterfeit State notes without any indemnity and merely 
against receipt; in general, it shall be required to treat State notes in the same way as 
bank-notes, in accordance with I 23. 

I .o. 
So long as the State notes which have forced currency remain in circulation, the Bank 

shall be authorised to deduct the State notes in its possession from the amount shown in 
the return of the bank-notes in circulation. This reduced note circulation shall serve as a basis 
for calculating the amount of the cover and determining the tax on the bank-notes. 

I 41. 

• 

. (A.~ Until the ~ank is ob~ by a specia~ law to repay the bank-notes issued by it 
m cash. m accordance with I 15 of the Law concemJng the Bank of Issue, it shall take steps to 
ensure that the rate of the Czechoslovak erown as compared with foreign gold currency of full 
value is maintained at the same level as during the past two years. 

I 49 (a) (XII). 

State notes already in circulation as well as those put into circulation out of the supply 
taken over ~rom the ~anking Office of t_he Ministry of Finance, shall, from the time the Bank 
~=ences 1ts operations, or from the bme they were issued, be considered as the Bank's own 

• 

1 law of April 14th, 1920. 
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MONETARY LAW OF NOVEMBER 7TH, 1929 (FINAL REGULATION 
OF THE CZECHOSLOVAK CURRENCY). 

The Pennanent Committee of the National Assembly of the Czechoslovak Republic has 
adopted the following law in confonnity with paragraph 5~ of the Constitution : 

Article 1. 

The Czechoslovak crown, being the ;pres~nt monetary unit of the Czechoslovak Republic, 
shall be equivalent in value to ~~.58 mil!Igrammes of pure gold. 

Article 2. 

The National Bank of Czechoslovakia is required to maintain the exchange rate of its notes 
at the statutory ratio mentioned above (Article 1) and it may be held responsible for any failure 
to fulfil this fundamental obligation. (Article 11 of the Law of April 1~th, 1920 Collection of 
~ws and Ordinances No. 847, concerning the Bank oflssue constituted as a joint st~k company.) 

Article 8. 

1. The Bank is required to purchase gold at its head office in Prague, and at its branches 
which it may designate, at the rate of 1 crown for ~~.58 milligrarnmes, provided that the quantity 
offered by the seller js not less than 12 kilogrammes of pure gold. When making such purchases, 
the Bank is authorised to deduct only the assay and minting charges at the rate established 
by the Sta_te 1\lint. (Article ~. paragraph 6.) 

· 2. At the aforesaid head office and branches (paragraph 1), the Bank is required to redeem 
its notes, at its own discretion, either in gold (in coins which are legal tender or in bullion) at 
the rate of 44.58 milligrammes of pure gold for one crown, or in undepreciated foreign gold 
exchange at the rate of the day on the Prague Stock Exchange; notes offered for redemption 
must in all cases be equivalent in value to not less than 12 kilograrnmes of pure gold. If the 
Bank does not fulfil this obligation within a period of twenty-four hours from the presentation 
of the notes, and is unable to show a case of force majeure, it shall forfeit its privilege. 
(Article 12 (b) of the Law on the National Bank.) 

8. The Government, after consulting the Bank, shall determine by a special decree the 
date on which the statutory obligation defined in paragraphs 1 and 2 shall come into force, 
and likewise, the extent to which the said obligation may, after its coming into force, be 
temporarily restricted or modified in regard to quantity. 

Article 4. 

1. Gold coins of 100 crowns, having an alloy of 900 parts of pure gold and 100 parts of 
copper, shall be minted in accordance with the statutory ratio (article 1). 

2. One kilogramme of gold bullion should produce, when minted, 201.89783969 coins of 
100 crowns, and one kilogramme of pure gold, 22~.81583669 such coins, so that the standard 
weight (total weight) of one coin of 100 crowns will be ~.9588 grarnmes including ~.~58 grarnmes 
of pure gold. 

8. Minting operations shall be carried out a~ ac~urately as po~sible; in so ~ar as absolute 
accuracy cannot be obtained, a remedy of 2 per mille m standard weight (total weight) and 1 per 
mille in fineness is allowed. · 

~. The coin of 100 crowns shall bear on one of its faces the coat-of-anns of the Czechoslovak 
Republic; on the same, or on the other face, according to the general character of the die, shall 
be indicated the denomination of the coin. 

5. Coins of 100 crowns shall be legal tender up to any amount in respect of all payments 
which may be made in Czechoslovak currency. 
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6. A GoYe.rnruent d('("ree shall determine the design of the coin of 100 crowns, as well as 
the date on which the !\lint shall begin to mint such coins on behalf of the State, and that on 
which it shall be authorised to mint the said coins without restriction on behalf of individuals. 
This d('("ree shall also determine the charge payable for minting, which shall not, under any 
circumstances, exceed 0.3 per cent of the value of the coins. 

Artick 5. 

· 1. A coin of 100 gold erowns shall, provided its weight has not been diminished by abrasion 
bY more than 5 per mille of its gross statutory weight (Article 4., paragraph 2), be eonsidered 
a8 of standard weight, and shall be aceepted in payment as such by State and other public 
offices, as well as bv indinduals. Ne,·ertheless, if, as the result of normal abrasion, its weight 
has fallen b\• more "than the remedv allowed, or if, for any cause other than abrasion, the coin 
has become "lighter or has ~ mutilated. or perforated, !t shall cease to be !ega! tender. State 
and other public offices to whtch such coms are offered m payment shall wtthdraw them fro~!~ 
circulation bv demonetising them, in a conspicuous manner, and shall return them to thetr 
holders without compensation. 

2. Coins which the said offices find to be counterfeit shall be confiscated in favour of the 
State and despatched to the State !\lint. 

3. The !\lint, to which defective coins must be forwarded, shall determine whether it is 
a case of wear due to circulation, or of any other kind of alteration (paragraph 1), or whether 
it is a case of counterfeiting (paragraph 2). 

Artick 6. 

I. The Bank is required to maintain a gold cover which, at the end of 1929, must be not 
less than 25 %. at the end of 1930 not less than 30 %. and at the end .!>L1_(!35 and thereafter, 
not less than 35 % of the total amount of notes in circulation and other demand liabilities. 

2. The ratio between the gold cover and the said circulation shall be calculated every 
quarter aceording to the average rate obtaining on the Prague Stock Exchange during the last 
fortnight of the preceding quarter. 

3. Xot less than half of the gold cover shall consist o( gold coin or bullion. The balance 
may consist of foreign bank-notes, current coin, and foreign ex!'hange of stable value in the 
fonn either of bills of exchange on the leading money markets of Europe and America, bearing 
the signature of a reliable banking house and conforming in other respects to all the conditions 
laid down for bills of exchange or of liquid assets in banks of unquestionable solven<'y connected 
with the leading money markets of Europe and America. 

Artick 8. 

\"fhen the debt represented by the notes has been reduced to not more than one thousa.nd 
million_ Czechoslovak crowns, the Bank may, notwithstanding the principle set forth in paragraph 1 
of Arttcle 129 of the Law concerning the National Bank, proceed to discount Treasury bills 
(~taatswechsel) up to a total of 200 million Czechoslovak crowns, in order to adjust any temporary 
divergence ~ween Trea.~ury expenditure and receipts. Such temporary credits shall always 
he refunded tn toto not later than the end of March in the following year. The drafts in question 
must bear at lea!ot one legalised signature of a credit institution. 

Artick 9 . 

. The Bank ~Y· in !'b'!"eement. with the 1\~inister of Finance, and without failing in its legal 
obiJgatJo_ns, parttcJpate m mternattonal financJal and economic institutions engaging in monetary 
trarL'>adJons. 
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Article 10. 

1. The present Decree shall imply the abrogation of: 

(a) Articles 6 and 15 of the Law on the National Bank, the reference to the said 
Article 15 in Article 12 (b) of this Law being replaced by the reference in _the last 
sentence of paragraph 2 of Article 3 of the present Decree; 

(b) Article III, paragraph 1, and Articles VII and XIV of the Law of April 23rd, 
1!l25 (Collection of Laws and Ordinances No. 102) amending and supplementing the 
Law on the National Bank. 

2. Furthermore, the following shall be amended : 

(a) Article 129, paragraph 1, of the Law on the National Bank; 
(b) Artide VIII of the Law of April 23rd, 1925, to the extent that the reference 

to heading VII occurring therein shall henceforth apply to Article 6 of the present 
Decree. 
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FREE CITY OF DANZIG. 

l Trarulation.] 

LAW OF NOVDffiER 20TH, 1923, CONCERNING THE CREATION OF A 
BA~'K OF ISSUE: ANNEX, ENTITLED "RIGHT OF ISSUING NOTES". 

8. The Bank shall be entitled to issue gulden notes expressed in the denominations of 10, 
25 and 100 gulden, and of multiples of 10, 25 and 100 gulden, in accordance with the exigencies 
of its operations. The maximum amount of notes put into circulati~n may not, subject ~ ~e 
provisions of paragraph 10, exceed 100 gulden per head of the population permanently domJCded 
m the territory of the Free City of Danzig. 

9. The Bank must at all times hold as cover in gold coin, in Bank of England notes, or in 
claims on the said Bank payable on demand and expressed in pounds sterling, a sum ~uivalent 
to not less than one-third of the total note circulation. For this purpose a pound sterhng shall 
be reckoned as equivalent to 25 gulden. 

10. Should the bank-notes in circulation exceed the limit stipulated in paragraph 8, the 
excess issue must be covered in full by gold coin, Bank of England notes, or claims on the said 
Bank payable on demand and ~ressed in pounds sterling. A tax of 5 % per annum shall 
be paid to the Free City of Danzig m respect of such excess issue. The Senate may either wholly 
or partly waive its right to levy the said tax on bank-notes where the Bank furnishes satisfactory 
proof that a quantity of notes corresponding to those in excess of the maximum issue 
(see paragraph 8} is in foreign countries or not in active circulation • 

• • • 
11. The Bank shall be bound to give cheques on its London agents to persons paying in 

sums of not less than 1,000 JrU}den in Danzig gulden or in Bank of Danzig notes at its head office 
in Danzig, whenever the gulden or notes are offered at a rate not higher than 19•. 10d. (19 shillings 
and 10 pence) for 25 gulden. 

The Bank shall further be bound at all times to accept its own notes and coins of the Free 
City of Danzig at their full face value at all its branch offices. It shall convert coin of the Free 
City of Danzig into its own notes at full face value. This obligation shall, however, only remain 
valid so long as the total circulation of silver coin having the fineness stipulated in the 1\Ionetary 
Law does not exceed 80 gulden, and that of nickel and copper coin does not exceed 8 gulden per 
head of the population permanently domiciled in the territory of the Free City. 

Such conversions and payments shall be effected free of charge or tax. 
12. Against payments made in pounds sterling at its London Office the Bank shall be bound 

to deliver cheques in gulden drawn on itself at Danzig. Such cheques shall be for not less than 
1,000 gulden and shall be issued at a rate not exceeding £1 O•. Id. (I pound 1 penny) for 25 Danzig 
gulden. Any tax or expenses shall be borne by the party making the payment • 

• • • • • • • • • • 

liU~"T LAW OF NOVEl\ffiER 20TH, 1923. 

§ 1. 

The State alone enjoys the right to mint coin. 

• • • • • • 

• • • • 

• 
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DENMARK. 

(Tramlation.] 

LAW No. 157 OF JULY 12TH, 1907, CONCERNING THE 
PROLONGATION OF THE PRIVILEGE OF THE NATIONAL BANK. 

§ 7. 

As regards the cover for the notes issued by the Bank, the following rules shall be applied : 
1. The Bank may issue bank-notes for an amount corresponding at any given time to 

commercial requirements, provided that : . 
In accordance with the following stipulations, it maintain a metal reserve equivalent 

to one-half of the nominal value of the notes in circulation, and 
_That the J>?rtion of the s~id notes not covered by the metal reserve be secured by 

readily convert1ble assets which are absolutely safe, to the proportion of 125 kroner 
of assets to 100 crowns of notes. 

2. The metal reserve, which, as stipulated above, must at all times be maintained by the 
Bank, may include : . 

(a) Specie which is legal tender, at its nominal value; 
(b) Gold bullion and foreign gold coins at the rate of 2,480 kroner per kilogramme 

of fine gold; 
(c) Non-interest-bearing assets of the Bank payable on demand, deposited with 

the Bank of Norway and the Riksbank of Sweden, provided the debt contracted on the 
same terms by the National Bank with the two banks mentioned above be deducted 
from the metal reserve; . 

(d) Non-interest-bearing assets payable on demand, to the credit of the Bank's 
transfer account ( Girokonto J with the German Reichsbank. 

The proportion of the metal reserve consisting of gold specie which is legal tender must 
not be less than one-quarter of the comjulsory metal reserve, and the total proportion of the 
said reserve specified under (a) and (b must not be less than three-fifths of the compulsory 
metal reserve. . 

Gold bullion sent by the Bank to the l\fint may be included in the Bank's monetary reserve. 
8. Assets which may be employed as security for the proportion of the notes in circulation 

not covered by the metal reserve shall include, chiefly, acknowledgments of loans on collateral, 
inland or fore1gn bills, assets payable on demand deposited with correspondents abroad, public 
loan bonds included in the ordinary quotation lists at their stock exchange rate, and mortgage 
bonds covering direct loans on immovable property; these latter securities may not, however, 
figure in the said assets for a sum exceeding six million kroner. 

4. The Bank may not issue notes for a lower denomination than five kroner, nominal value. 
5. The Bank is required to exchange on demand at its head-office any notes issued by it 

for gold specie which is legal tender, at the face value of the notes. Five-krone notes must 
not, however, be so exchanged unless they represent a sum corresponding to the value of gold 
specie which is legal tender. The Bank shall likewise be obliged to purchase from any persons 
who so request fine gold bullion at the price of 2,480 kroner per kilogramme of fine gold, less 
! % for the cost of minting. 

6. The Bank management must communicate e~ch month to the Bank Commissioner 
(Bankkommissaer) the proportion between the notes in circulation and the assets and metal 
~eserve which, in accordance with paragraphs 1 and 8 above, are to serve as cover for the notes 
ISsued. 
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1. If at the time the infom1ation specified in paragraph 6 is communicated, the cover for 
the notes' issued by the Bank is lower than the proportion stipulated above, the management 
must proYe to the Bank Commissioner, by the end of the following month at the latest, that 
the required proportion has been fully made up. . 

8. In special cases the Bank may be allowed, by Royal Decree and for a period not exceeding 
two years, to depart from the rules laid down in the present paragraph concerning notes in 
clreuiation, on condition that a special tax, the monthly rate of which shall be calculated at 
5 o.t tL. annum, be paid to the Treasury on the excess notes in circulation at the end of each 

10 . 
moo • . 

LAW No. 818 OF DECElffiER 27m, 1926, CONCEIL.';'1XG THE REDEMPTION 
OF THE NOTES OF THE NATIONAL B.llo."'K. 

§ 1. 

· The obligation of the National Bank to redeem the notes issued by it in gold on demand 
shall be renewed as from January 1st, 1927, with the limitation that until the last day of Decem
ber 1929, the Minister of Industry, Commerce and Shipping shall have authority to stipulate 
that the Bank shall only be obliged to undertake such exchange when notes are presented to 
the amount of 28,000 kroner, or in amounts which are multiples thereof, and that the Bank 
shall have the option of effecting payment by the delivery of the specified sum in Danish gold 
coin, or in gold bars, or in gold in any other form, at the rate of 2,480 kroner per kilogramme 
of fine gold. . 

§ 2. 

Any person wishing to buy or sell foreign exchange in advance of the Exchange quotation 
shall transmit in writing to the Bank a statement of the amount not less than one hour before 
::.1=tion is made. When foreign exchange is purchased, a statement of the reason for 

may be required. , 

I a. 

The Minister of Industry, Commerce and Shipping shall have authority to require, for 
pur~ of the yearly t;XB~nation of the bala!lce of payments with foreign countries (but 
?lh~ only when special ~~nces J'C!lder It.necessary), that holders of foreign exchange, 
mcluding Government securiti~ aJ?Ii debts. m foreign currency, shall transmit to the Ministry 
of Industry, Commerce and Shippmg particulars of the amounts of auch holdings and debts, 
whether in Denmark or abroad. . 

I '· 
Thia law ahall come into force on January 1st, 1927, and ahalllapse on the last day of the 

year 1929. 
' 
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LAW No. 285 OF DECEl\ffiER 28RD, 1929, ON THE CONVERTffiiLITY 
OF THE NOTES OF THE NATIONAL BANK. 

§ 1. 

The Minister of Commerce and Industry shall have authority, until the end of 1930, to 
stipulate that, without prejudice to the obligation of the National Bank under its charter to 
redeem its notes in gold, on demand, the Bank shall be required to redeem notes presented only 
to the amount of 28,000 kroner or in amounts which are multiples thereof, and that the Bank 
shall have the option of effecting payment in Danish gold coin at face value or in gold bars, or 
in gold in any other form, at the rate of 2,480 kroner per kg. of _!ine gold. 

§ 2. 

The 1\linister of Industry and Commerce shall have authority to require for the purpose 
of drawing up the yearly statement of the balance of payments with foreign countries (but 
otherwise only when special circumstances render it necessary) that any individual, company, 
or other association having credits or debts payable abroad shall transmit particulars of the 
amounts of such credits, whether held in Denmark or abroad, and of the amounts of such debts. 

§ 8. 

The present law will come into force on January 1st, 1930. 

LAW OF l\IAY 28RD, 1878, ON THE MO~"'ETARY SYSTEl\1. 

§ 12 • 

.. 
Any person who delivers gold to the Government 1\lintfor the purpose of having it minted 

shall be entitled to receive gold coin in exchange on payment of l% of the value of the amount 
minted in the case of twenty-krone pieces and j "(o of such value in the case of ten-krone pieces, 
to cover the cost of minting. No additional mmting fee shall be charged. 

Further conditions with regard to the quantity, fineness and other properties of the gold 
delivered shall be prescribed by a Government decree. 

Divisional coinage may only be minted for account of the State Treasury. 
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ECUADOR. 

CURRENCY LAW (!IIARCH 'TH, 1927). 

Article 1. 

The currency unit of the Republic of Ecuador shall be the sucre, which shall contain 
0.300933 grammes of fine gold. . 

• 4rticle 2. 

Gold coins of 25 and 50 sucres shall be minted. The coin of25 sucres shall be termed a condor, 
and that of 50 sucres, 2 condors. . 

The 25-sucre coin shall weigh 8.85925 grammes, 900/1000ths (nine hundred thousandths) 
fine, and shall contain 7.523325 grammes of fine gold. 

The 50-sucre coin shall weigh 16.7185 granunes, 900/1000ths fine, and shall contain 
15.1»665 grammes of fine gold. 

Copper shall be used as the alloy of all gold coin. 

Article 8. 

The Central Bank of Ecuador as the agent of the Government shall receive gold for minting 
in amounts equivalent to 10,000 condors or more at the rate of 0.800983 grammes of fine gold 
per sucre at the branch, agency or correspondent bank in the country where the Government 
has its coin minted; it shall have this gold minted in Ecuadorian gold coin of the denominations 
specified by the Government, and shall send them to Guayaquil or Quito as the Government 
may direcL 

The Bank shall make no charge for this service other than for the cost of minting and any 
expenses occasioned thereby. · 

The Minister of Finance shall draw up and officially publish a schedule of the cost of these 
services. 

The llinister of Finance shall authorise the reminting of such amounts of existing Ecua
dorian gold coin as he may think fit. The costs of such minting shall be borne by the National 
Treasury. 

Article 6. 

Ecuadorian _gold coin, minted in accordance with the present Law, if within the limit of 
tolerance allowed, shall be accepted up to any amount in payment of any tax or any debt due 
to tht; Government and shall be legal tender up to any amount in payment of any kind of public 
or pnvate debt, except where expressly stipulated otherwise by contract, in aceordanre with 
Article 23 of the present l.aw • 

• 

Article 21. 

. ~'!reign currency _need not be ~tt;d in payment of public or private debts or other 
~ilities except by virtue of an nan Law or of a contract specifically stipulating it. 
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Article 22. 

F~m the date on whic~ ~h~ Central Ban!'- ?f Ecuador officially begins its operations, taxes 
of all kmds, as well as prohJb1t10ns and restnctJons on the export or import of gold in coin or 
bsrs and on the export of silver coin shall be annulled. 

Article 23. 

From the date on which the Central Bank is officially declared open payments may be 
stipulated in specified gold coin, national or foreign, or in gold bars. ' 

• • • • • 

Article 28. 

The present Law shall come into force from the date on which it is published in the Registro 
Oficial.1 · 

ORGANIC LAW OF THE CEJ!Ii"TRAL BANK OF ECUADOR 
(MARCH 4TH, 1927) • 

• 

Article 52. 

The Central Bank shall be granted the sole right to issue notes during the fifty years of its 
existence, and, in that period, neither the Government of the Republic nor any of its political 
departments nor any other bank or corporation, undertaking, individual or entity shall have 
the right to issue paper money or any other document which may be circulated as money. 

Article 53. 

The notes of the Central Bank shall be expressed in gold sucres. 

Article 54. 

The gold sucre shall contain 0.800933 grammes of fine gold, which is exactly a fifth of tlJe 
gold dollar of the United States of America, according to its present legal weight. 

Article 56. 

The notes of the Central Bank shall be accepted at par up to any amount in payment of all 
taxes or duties and of all articles sold or services rendered by Government undertakings, and 
shall be legal tender for any amount in payment of any public or private debt, except the Central 
Bank's liability in respect of its own notes. 

From the date on which the Central Bank is officially declared open under Article 64, payment 
under the terms of contracts may he stipulated in specified gold coin, national or foreign, or in 
gold bars. . 

1 Published March 19th, 1927. 
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Article 51. 
-

The notes of the Central Bank shall be converted, on presentation by the bearer, during the 
Bank's official hours at its head office at Quito or at any of its principal branches, and the payments 
so made may be effected in any of the following fom1s, as the Bank may prefer : · · 

(11) Eeuadorian gold coin, minted on the basis of the gold sucre, as provided by 
ArtideM of the present Law and by the Currency Law of !\larch 4th, 1927; 

(b) Gold bars approximately 100% fine and having a weight of not less than 
500 grammes each, which shall be calculated in accordance with t,heir content of fine 
~d; I ' 

(c) Gold coin of the United States of America, of legal weight, at the rate of 
5 sucres to the dollar, or British pounds sterling of legal weight at the rate of U.8325 sucres 
to the pound; _ _ . 

(d) Drafts at s1ght or at three days' notice on New York or London, parable m 
~d and drawn on funds deposited in banks of estab~hed repute si~ated m those 
cities. The Bank may charge on such drafts a premmm on the panty of the gold 
sucre with the American dollar or the pound sterlmg, such premium not to exceed the 
amount required to cover the costs of conveving gold bars in sufficient quantities from 
Quito to the commercial centre on which the draft is drawn. The maximum premium 
chargeable shall be detennined by the Board of Directors of the Bank, with the approval 
of the Superintendent of Banks, and shall be publicly announced. The rate of this 
premium may not be changed without the consent of at least seven directors and the 
approval of the Superintendent of Banks. 

Article 58. 

At the minor branches of the Bank, notes shall be converted at sight in the same way as 
at the principal branches and the head office, or, if the Bank so prefers, in drafts at sight and 
at par on the Bank's head office at Quito or one of its principal branches. 

Article 59. 

In order to rrevent an increase in the value of the sucre above the gold value assigned to 
it in Artide M o the present Law and in the above-mentioned Currency Law, the Central Bank 
shall give its own notes at sight at its head office at Quito or at its principal branches in exchange 
for: - ' 

(11) Eeuadorian gold coin at par, having the fine gold content prescribed in 
Artide M of the present Law and in the above-mentioned Currency Law, provided 

. that the weight of such coin has not been reduced by wear or by any other cause below 
the limit fixed by law; . · 

(b) Eeuadorian ~d coin of previoWI issues at a value proportionate to its fine 
gold content accordinJl to the law which authorised its minting, provided that it is 
not wom beyond the fegal tolerance; · 

(c) Other gold coin or gold bars of a fineness of approximately 100% and weighing 
not less than 500 grammes, at the rate of 1 sucre per 0.800938 grammes of fine gold; 

(d) Deposits credited to the account of the Central Bank, payable at sight in gold 
at the rate of 0.800983 grammes of fine gold per sucre at any of the banks in New York 
or London at which the Central Bank keeps a deposit account Conning part of its legal 
reserve. For thus transferring notes to Eeuador against deposits of gold abroad, the 
Bank shall charge a premium on the gold parity of the sucre with the American dollar 
or the pound sterling, such premium not to exceed the amount required to cover the 
~ of sen~ gold ~rs in mffic;ient quantities from. the said commercial centres to 
Quito. The aaid maxunum prenuum ahall be detennmed by the Board of Directors 
of the Central Bank, with the approval of the Superintendent of Banks, and shall be 
publicly announced. It shall not be changed without the consent of at least seven 
of the DIDilbers of the Board and the approval of the Superintendent of Banks. 
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Ar!icle 60. 

If the Bank fails to convert its notes at sight, as provided in Articles 57 and 58 it shall be 
declared " bankrupt through suspension of payments in gold", and the Superintende'nt of Banks 
shalt at once proceed to liquidate it in accordance with the law. 

Article 64. 

On the entry-into-force of the present law, former banks of issue shall, if they have not 
already done so, transfer to the Central Office, in part compensation for the liability assumed 
by the latter in respect of notes issued by the said banks, bonds of the Ecuadorian Government 
(mortgage bonds excepted), up to the amount necessary to bring up to 100%, including the 
metal reserve transferred in accordance with the law, the assets covering the notes in circulation 
for which the Central Office has assumed liability under the law of June 28rd, 1926, instituting 
the said Office. If the amount of the State debt to the bank of issue is not sufficient to make 
up the aforesaid cover, the bank in question shall, in the circumstances already l?rovided for, 
transfer to the Central Office a sufficient amount of securities to make good the uefic1ency. Such 
securities shall be selected by the Minister of Finance. 

Banks which have not complied with the provisions of the preceding paragraph shall, on 
the debt being recognised by the Government, be immediately liquidated by the Superintendent 
of Banks; the Central Office's claim in part compensation for the liability assumed by it in 
respect of notes of former Banks of issue shall have a prior lien on the whole assets of the said 
Banks. 

In completion of this operation, the Government shall, if it has not already done so, transfer 
to the Central Office for account of the Commercial and Agricultural Bank, the Certificate A and 
Certificate B referred to in the Convention of !\lay 1st, 1926, concluded between the Government 
and the said Bank. 

The President of the Republic shall fix and announce the date on which the Central Bank 
shall be officially opened. As from such date, the Central Bank shall take over all the liabilities 
of the Central Office simultaneously with all the assets; when this has been legally effected, the 
Central Office shall cease to exist. 

Article 65. 

As soon as the notes of the Central Bank are ready, the latter shall exchange them at par for 
all notes offered to it and put into circulation by former banks of issue, and for notes issued by 
the Central Oflice similarly presented to it. These notes of former banks of issue and of the 
Central Office shall have the same right of exchange for gold or gold drafts as the notes of the 
Central Bank itself, in accordance with Articles 57 and 58. 

- Article 66. 

Should it appear; during the operations of exchange and withdrawal from circulation of the 
said notes of former banks, that the latter have surreptitiously and illegally issued a greater number 
than that for which the Central Bank has assumed responsibility under the provisions o_f ~rticle 6-i, 
the said banks shall be liable to the Central Bank for the excess notes surreptitiously and 
illegally issued on the same conditions and within the same limits as in the case of issues taken 
over by the Central Bank under Article 64, without prejudice to any other civil or penal 
proceedings which may be instituted in this respect. 

Article 67. 

As soon as notes of the Central Bank are available in sufficient quantity, the notes of former 
banks and of the Central Office which have been accepted by the Central Bank on deposit or in 
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exchange for notes of the latter Bank or for any other reason shall be withdrawn from circulation 
and immediately cancelled and destro~·ed. . 

• • • • 

Article 78. 

The Central Bank of Ecuador shall hold a gold reserve equal to 50% of the value of its notes 
in eirrolation-that is to say, the notes not in its possession-plus its deposits. 

The reserve shall consist of the following : 

(a) Gold minted or in bars and kept in the Bank's vaults; 
(b) Gold minted or in bars deposited in first-class banks abroad; 
(t:) Deposits in first-class banks in New York or London payable at sight or at 

three days' notice in gold. 

The proportion in which the reserve may consist of the above-mentioned three forms shall 
be left to the discretion of the Board of Directors. . 

Article 79. 

A gold reserve of 50%, as stipulated in the previous article, shall also be required for the 
notes in eirrolation of the former banks of issue and of the Central Office for the conversion and 
withdrawal of which the Central Bank is responsible, as provided in Article 64. 

Article 80. 

Whenever the Bank's gold reserve, constituted in accordance with Articles 78 and 79, falls 
bt-low the normal minimum of 50%, the Bank shall be subject to the following taxes which 
shall be imposed by the Superintendent of Banks and shall be paid to the Government; if the 
reserve falls below 50')'., but not below~%. the Bank shall pay a tax of 8% per annum on the 
difference; if the reserve falls below 45~{,. but not below 40%, the tax shall be 6%' per annum 
on the amount below 50%; if it falls below 40%, but not below 85%, the tax shBll be 12% 
on the total amount below 50%; if itfalls below 85')'., the tax shall be 15% on the total amount 
below 50% and a further tax of I~% per annum shall be payable for each 1% or fraction 
thereof by which the percentage of the reserve falls below 85 %· 

Article 81. 

The discount rate of the Central Bank may not be less than 7% per annum when the Bank's 
reserve bas remained continuously for a week or more below the normal minimum of 50% of 
the combined amount of the Bank's notes in circulation and those deposited with it. 

Article 82. 

Whenever the Bank bas to pay a tax on account of a deficiency in its reserve, as provided 
in Article 80, there ·~ be added to its discount rate a percentage at least equal to half the rate 
of the tax for the defietency. In the circumstances referred to in the previous article the Bank's 
discount rate shall be increased by the amount required to raise it to 7% per a~um, plus a 
percentage at least equal to half the rate of the tax for the deficiency in the reserve • 

• • • • • • • • • • • • • • 
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EGYPT. 

[Tramlation.] 

• 

STATUTES OF THE NATIONAL BANK OF EGYPT . 

• . ' . • 

.Article t. 

1. The purpose of the National Bank of Egypt is to: 

1. Issue notes repayable to bearer on demand : 

• • • • • • 

.Article 5 • 

The amount of notes in circulation payable to bearer on demand shall always be covered: 

1. To the extent of at least one-half, by gold t. 
2. As regards the other half, by securities calculated at a rate not exceeding the 

rate of the day and in no case over par, such securities to be the property of the Bank 
and to be chosen and designated by the Government alone. Nevertheless, the Govern
ment shall not in any case and at any time incur any liability as a result of the exercise 
of this right. 

· In the absence of the whole or of part of these securities, the gold bullion and coin contained 
in the special fund for the service of the bank-note issue shall be increased proportionately so 
that the notes in circulation are always fully covered. 

The reserve in gold and securities required under the present article constitutes the special 
guarantee of the holders of bank-notes and, in the event of the Bank being wound up, this reserve 
shall be used solely to effect the withdrawal of the notes. • 

. . 

• On October BOth, 1916, the Government authorised the issue department of the Bank to hold 
British Treasury Bills in lieu of gold. · 
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ESTONIA. 

{Of/ictal 7'ralulaliott.] 

STATUTES OF THE EESTI P .U."K •. 

• • • • • • • • • 

Article 8. , 
To ensure the convertibility of the Eesti Pank notes : 
1. The Bank, on the requisition of any person who makes a demand or offer to that effect 

at the Head Office of the Bank at Tallinn, shall be bo~d to sell to, or to purch.ase from, ~uch 
person in exchange for legal tender currency of Estoma. at the rates defined m sub-sections 
2 and 8 of this article, respectivel:y, th~ legal tender c~ncy of .such ~oreign ~ld s~ndard 
country or countries as may be notified m the State AdvertUer, for IIDDlediate delivery m such 
foreign countrv or countries. 

Provided ihat no person shall be entitled to demand or offer an amount of foreign currency 
of less valne than 5,000 kroon of legal tender money of Estonia. . 

2. For the pwpose of determining the rate applicable to the •ale of foreign currency under 
this article, 2,480 kroon shall be deemed to be equivalent to such sum in that foreign currency 
as is required to purchase 1,000 grammes of fine gold in that foreign country, at the rate at 
which the principal currency authority of that country is bound by law to sell gold in exchange 
for currency, after deduction from such sum of an amount, to be fixed by the Bank, representirtg 
the normal cost per 1,000 grammes of transferring gold bullion in bulk from Tallinn to that 
foreign country, including interest and insurance on its value during transit. 

8. For the pwpose of determining the rate applicable to the purchaa11 of foreign currency 
under this article, 2,480 kroon shall be deemed to be equivalent to such sum in that foreign 
currency as is realised br the sale of 1,000 grammes of firie gold in that foreign country, at the 
rate at which the princtpal currency authority is bound by law to purchase gold in exchange 
for currency, after addition to such sum of an amount, to be fixed by the Bank, representing the 
normal cost per 1,000 grammes of transferring gold bullion in bulk from that foreign country 
to Tallinn, including interest and insurance on its value during transit. 

4. On the date on which the provisions of thia Law become operative, the Bank shall notify 
in the State AdvertUer at least one foreign gold standard country for the purposes set forth in 
sulHection 1 of thia article. The Bank shall similarly notify any additions or changes of the 
foreign gold standard countries to which sub-section 1 of this article is to apply. The Bank 
shall also from time to time determine the equivalent rates in accordance with the provisions 
of IUb-sections 2 and 8, and shall notify in the State Advertuer the rates so determined. 

Article 58. 

The Bank ahall maintain a reserve of not less than 40 per cent of the amount of its notes 
in circulation and demand liabilities. ' 

Article 59. 

The term "reserve" in the above article shall include only : 

(a) _Gold. coin and bullion owned by the Bank, either in the custody of the Bank 
or depoaited m other Central Banka and earmarked for the Eesti Pank's account or 
in any mint, or in transit to or from the Eesti Pank; ' 
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(~) Fore.ign exc~ange in the unrestricted ownership of the Eesti Pank, provided 
that, m practice and m fact, such exchange shall at all times be convertible on demand 
into exportable gold at the centre where the exchange is held. 

For the purposes of this article, and subject always to the preceding paragraph (b) the 
tenn "foreign exchange " shall be taken to mean : ' 

(1) net balances standing to the credit of the Eesti Pank at the Central Note 
Issuing Bank or other bank of a foreign country, 

(2) bills of exchange payable in a foreign currency, maturing within not mon 
than three months, and beanng at least two good signatures, 

(8) Treasury Bills, Treasury Certificates of Indebtedness, or similar obligations 
. of a foreign Government of a maturity not exceeding six months, 

less any liabilities in such foreign exchange. 

Article 60. 

At the request of the Bank, the Government may suspend the operation of Article 58, subject 
to the payment by the Bank to the Government of a progressive tax. 

The suspension may be granted for a period of not more than thirty days in the first instance, 
and may be renewed for further periods not exceeding fifteen days at a time. 

· The tax shall be levied on the amount by which the note circulation and demand liabilities 
of the Bank exceeds the maximum sum which would be admissible under Article 58. 

The tax shall be cialculated and paid daily at the following rates : 

•. 

I!% per annum above the published minimum current discount rate of the 
Eesti Pank for three months' bills if the Reserve, while less than 40 per cent., is not 
less than 85 per cent. 

2% per annum if the reserve, while less than 85 per cent, is not less than 80 per 
cent. 

8% if the reserve is less than 80 per cent. 

NOTIFICATION OF THE EESTI PANK DATED DECEl\ffiER 30TH, 1927. 

As required by Article 8 of the New Statutes (Stale Advertiser, No. 48, 1927), the Bank makes 
known the following : 

I. The foreign country selected under Article 8 (1) of the Statutes, whose legal tender 
currency the Eesti Pank shall be bound to sell or purchase in Tallinn on a demand or offer to 
that effect, in exchange for legal tender curre!lcl of Estonia, for immediate delivery in such 
foreign country and at the rates defined below, lS Kngland. 

2. For the purpose herebefore mentioned, the minimum buying rate of one pound sterling 
is fixed at 18 krone 10 cents, and the maximum selling rate at 18 krone 84 cents. 
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[~] 

NOTIFICATION OF THE EESTI PANK DATED MAY 20TH, 1980. 

As required by Article 8 of the Statutes (Stilte ..4dvi.ter, No. 48, 1927), the Bank notifies 
that, in modification of the minimum buying and the maximum selling rates of the pound sterling 
publWled in the State ..4dvisrr No. 1 of 1928, the following rates shall come into force : 

(1) As the minimum buying rate-18 krones 8 cents for one pound sterling, and 
(2) As the maximum selling rate-18 krones 28 cents for one pound sterling. 
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FINLAND. 

[ 0 lftcial Translation.] 

MONETARY LAW OF DECEMBER 21sT, 1925 • 

• • • • • • 

Article 10. 

Every person submitting not less than 40 grammes of gold to the Finnish 1\lint for coining _ 
is entitled, after the weight and fineness of the gold have been examined, to receive from the 
Bank of Finland gold coin of a value corresponding to that of the fine ~ld, after one-third per 
cent of the aforesaid value has been deducted for covering the cost of coming. For such coinmg 
no other charges or taxes may be made. 

Gold may freely be imported into the country and exported thence • 

• 

Article 12. 

Besides gold coin, everyone shall be compelled to accept Bank of Finland notes as legal. 
tender. 

The Bank of Finland is compelled to redeem its notes in the manner provided for in the 
regulations of the Bank. 

REGULATIONS OF THE BAli.'K OF FINLAND, OF DECEMBER 21sT, 1925 • 

• • 

Article 6. 

The amount of the Bank's notes in circulation may not exceed one thousand two hundred 
million marks in excess of the aggre~ate amount of the gold reserve of the Bank and the undisputed 
balances of the Bank with its foreign correspondents. 

In case the amount of the Bank's notes m circulation should exceed the total amount of the 
assets specified in clause 1, the cover for the notes must consist of : 

Bills payable abroad in forei~ currency; 
Foreign bonds quoted on foreign Stock Exchanges; 
Intf'rest coupons in foreign currency which have fallen due for payment; 
Foreign bank-notes; or · · 
Inland bills falling due not later than within three month~' time and for the payment 

of which at least two trustworthy persons or firms are responsible. 

. The assets of the Bank in foreign currency, specified in clauses I and 2, may not be booked 
higher than at rates of excliange corresponding to the Stock Excliange quotations in countries 
with gold currency, converted into Finnish marks at gold parity, bonds, however, not higher 
than their nominal value. 

The drafts of the Bank in Finnish currency and other liabilities payable on demand, as 
well as the undrawn balances of advances on cash credit and overdrafts, shall equally be considered 
as notes in circulation. 
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...lrticle 7. 

· The gold reserve shall be considered as consisting of gold coin and bullion of the Bank, 
either here or in course of transport for the account of the Bank. 

The gold reserve shall be maintained at not less than three hundred million marks • 

.Article 8. 

The Bank is obliged to redeem its notes on demand either : 

In Finnish gold coin; . 
In gold ingots; or · · 
In cheques made out in foreign gold currency and payable at sight at the current 

rate of exchan..cre. which may not exceed the parity by more than one per cent. 

It is at the option of the Bank which of these methods of redemption provided for in clause 1 
shall be employed in each case. 

. .. . . • • • • • • • 
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FRANCE. 

[Tra118lation.] 

MONETARY LAW OF JUNE 25TH, 1928. 

Article I. 

The provisions of Article 8 of the Law of August 5th, 1914, which order, temporarily, the 
forced circulation of the notes of the Bank of France and the Bank of Algeria, are repealed. . 

Article 2. 

The franc, the monetary unit of France, is composed of 65.5 milligrammes of gold of a fineness 
of nine hundred thousandths. · 

This definition is not applicable to international payments which, before the promulgation 
of the present Law, were stipulated to be in gold francs. 

Article 8. 

The Bank of France shall be bound to make provision for the conversion of its notes into 
gold to bearer and at sight. _ 

It shall have the option of so doing either by redeeming its notes in gold currency accepted 
as legal tender, or by exchanging them for gold at the rate of 65.5 milligrammes of gold of the 
fineness of nine hundred thousandths per franc. 
· It shall have the option of effecting such redemption or exchange exclusively at its central 
re~istered office and in respect of minimum quantities to be fixed by agreement between the . 
Mmister of Finance and the Bank of France. 

Provision shall be made for the conversion under like conditions of notes of the Bank of 
Algeria, by agreement between the 1\Iinister of Finance and the Bank of Algeria. 

The Bank of France shnll be bound to purchase gold of "the fineness of nine hundred 
thousandths at the pay-desks of its central registered office and of such subsidiary offices as it 
may select, without deducting interest. It shall have the right to deduct from the price paid 
to the seller the cost of minting at the tariff established by the Paris l'llint. The costs of assaying 
shall be borne by the seller. 

Article 4. 

The Bank of France shnll be bound to keep a cash balance in gold bullion and coin equal 
to not less than thirty-five per cent (85%) of the total sum of the bearer notes in circulation 
and the current credit accounts. · 

All previous legal provisions fixing a maximum for the sum of Bank of France notes in 
circulation are hereby abrogated. · 

Article 5. 

There will be made by the Administration of the 1\Iint one-hundred-franc gold coins of a 
fineness of nine hundred thousandths. 

The legal tolerance as regards the fineness is fixed at one thousandth above or below. The 
legal tolerance as regards the weight is fixed at two thousandths above or below. 

These coins will be legal tender for an unlimited amount. 
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Article 6. 

A decree of the C.ouncil of Ministers will fix the date after which the Administration of the 
Mint will resume the free coina,oe of gold for private persons. This decree will determine the 
conditions under which gold will be accepted for minting on the basis laid down in Article 2, and 
will fix the coinage fees. · 

Until this decree is published, the Administration of the Mint mar. coin gold only for the 
account of the Bank of France, and the fee shall be 40 francs per kilogramme of gold of a 
fineness of nine hundred thousandths. 

. . . . . • • • • • • 

.4rticle 12. 

The Law of the 17 Germinal of the year XI concernirig the making and verifying of coins 
is repealed. 

Are and remain repealed : 

The Law of November 15th, 1915, prohibiting the export of gold bullion and of 
gold and silver coin; _ 

The Law of April 12th, 1916, prohibiting the export of silver bullion; 
The Decrees of April 1st, 1915, and December 2nd, 1921, prohibiting the export 

of nickel and copper coins as well as those of aluminium-bronze; 
The Laws of February 12th, 1916, and October 16th, 1919, suppressing the traffic 

in the national moneys; 
· The Law of October 2oth, 1919, prohibiting the melting and the demonitisation 
of the national coin; · 

The provisions of the Law of April Brd, 1918, and of the succeeding Laws relating 
to the prohibition on the export of French bank-notes over a certain sum; _ 

The Law of August 7th, 1926, concerning the steps preparatory to the stabilisation 
of the currency, as well as all other Laws whose provisions are contrary to the present 
text. 

. . . . . . • • • • • • • • • • • 
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FRENCH WEST AFRICA. 

(French West Africa, French Equatorial Africa, 
The Cameroons, French Togoland.) 

[Tranalation.] 

LAW OF JANUARY 29TH, 1929, PROVIDING FOR THE RENEWAL 
OF THE PRIVILEGE OF NOTE-ISSUE ACCORDED TO THE BANK 

OF WEST AFRICA. 

Article 1. 

The privilege accorded to the Bank of West Africa by decree of June 29th, 1901, as extended 
by successive decrees dating from 1921 to 1928, is hereby extended for a period of twenty years 
as from the promulgation of the present law, in so far as concerns the territories coming within 
the jurisdictiOn of the general Govt'rnments of West Africa, Equatorial Africa, the Cameroons 
and Togoland. 

Article 2. 

Notes of the Bank of West Africa shall be accepted as legal tender by the public offices 
and by private individuals within the colonies and territories under French mandate where the 
Bank is established. · · 

They shall enjoy forced circulation as long as the notes of the Bank of France enjoy forced 
circulation. 

When the period of forced circulation expires they shall be repayable at sight and to bearer, 
in money which is legal tender in France, by the branches and agencies appointed by agreement 
between the Minister of the Colonies and the Bank. 

Article 8. 

The sum total of the notes in circulation must always be covered, to at least one-third, by 
a reserve as defined in the annexed Statutes.; 

Article 4. 

The notes put in circulation by the Bank of West Africa shall not exceed the sum of one 
thousand million francs. 

Notwithstanding, should the Board of Directors of the Bank consider that the authorised 
note circulation is insufficient for the requirements of the territories to be served, it shall send 
a substantiated request to the Minister of the Colonies, who shall take action on the said request 
in agreement with the Minister of Finance. -

The maximum of the note issue may be increased by two hundred million francs by a decree 
signed by these two Ministers. 

If, at later dates, one or more additional increases should be necessary, they may 
be authorised by the same procedure • 

• • 
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STATUTES OF THE BANK OF WEST AFRICA. 

. . . . • • ; 

.4rticle 15. Paragrapla 1. 

The sum total of the notes in circulation must always be covered to at least one-third by a 
mte consisting of gold on the basis of the monetary definition of the franc; of coin which is 
legal tender in France; of sight deposits in currencies convertible into gold, calculated at par; 
or of a credit held in a special non-interest-bearing account with the Treasury. 

. . . • • • • 
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GERMANY. 

( OtJicial Translation.] 

THE BANK LAW OF AUGUST 80TH, 1924. 

Article 22. 

The Reichsbank is under obligation to take bar gold at the fixed rate of 1,392 Reicbsmarks 
for one pound fine in exchange against its notes. 

The Bank is authorised to cause such bar gold to be examined and assayed by any technical 
experts to be appointed by the Bank in that behalf, at the vendor's expense. 

Article 28. 

The Bank shall be compelled to keep at all times in respect of its notes in circulation : 

(a) A cover of at least 40% in gold or "Devisen " {gold cover). This cover must 
at least as to three-quarters consist of gold. 

The expression " gold " within the meaning of this direction .connotes bar gold as 
well as German or foreign gold coins {the pound fine being calculated at 1,392 Reichs
marks) in so far as such gold is in the possession of any office of the Bank or deposited 
with any foreign central note-issuing bank in a manner to be at all times at the free 
disposal of the Reichsbank. 

"Devisen " are bank-notes, or bills of exchange having not more than fourteen 
days to run, cheques and claims due from day to day payable in foreign currency by 
a bank of known solvency in foreign financial centres. They are to be taken at their 
gold value for the time being; · 

(b) For the remaining amount, discounted bills of exchange or cheques satisfying 
the requirements specified in Article 21. 

Article 29. 

In exceptional circumstances the cover referred to in· Article 28 under (a) may be reduced 
below 40% on the proposal of the l\lanaging Board by a resolution of the General Board; such 
a resolution of the General Board requires unanimity except as to one vote. 

In the case of such a reduction of the cover extending over more than one "Bank return 
week", the Bank has to pay to the Reich in respect of the amount by which the prescribed cover 
of 40% falls short a percentual note tax computed in accordance with the following directions : 

In the case of a cover between 37 and 40% : 8% per annum; 
In the case of a cover between 85 and 87% : 5% per annum; 
In the case of a cover between 88! and 85% : 8% per annum; 
In the case of a cover of less than 83!% : 8% per annum, with the addition 

of 1% per annum in respect of each 1% by which the percentage of the reserve falls 
short of 88J%. 

The rate of discount must in any case in which the cover during a bank return week or during 
a longer period remains uninterruptedly below 40% amount to at least 5%. 



Whenever a note tax is payable the rate of discount shall be raised by at least one-third 
of the percentage of the tax which is ~ayable, and this increase ~h~ be in addi~ion to the 
increase of the said rates of discount reqwred for the purpose of satiSfying the reqwrements of 
the third paragraph of this section. 

. . . . . 
Article 81. 

The Bank is under obligation to pay its notes to the bearer thereof : . 
(a) At its principal office in Berlin immediately on presentation; 
(b) At any branch establishment in so far as its available cash and its cash 

requirements admit of such payment. 

Payment at the Bank's option may be made : 
1. In German gold coins of the weight and fineness authorised by law for the 

time being at their par value; 
2. In ~!:!,;m in pieces of not less than 1,000 Reichsmarks and not more than 

85,000 Rei ks, at their value in pure gold in German gold coins of the weight and 
fineness authorised by law for the time being; 

8. In cheques or orders to pay in foreign currency equivalent in value to the market 
value of the CUITCncy concerned in the matter as expressed in gold. The " Satzung " 
enumerates the foreign banks on which the cheques or orders to pay may be drawn. 
The Reichsbank may in such a case charge a commission. The S&ld commission may, 
however, not exceed the amount representing the "share apportionable to the amount 
paid in the cost of transmission of larger sums of gold to the place of business of the 
foreign bank concerned in the matter, together with interest • 

• • • • • 

Article 85. 

In addition to the cover of its note issue provided for in Article 28, the Bank shall at all 
times hold a special cover of at least ~O% of the liabilities falling due from day to day; this 
cover must consist of deposits at call (money due from day to day) in Germany or abroad. cheques 
on other banks, bills of exchange having not more than thirty days to run or claims recoverable 
at call arising from debts covered by pledges. . 

The requirements as to special cover provided for above shall not apply to the account 
opened by virtue of Article 26 (reparations account). 
. . . . • • • • • • • • • • • • • • • 

Article 521._ 

The date for the coming into force of this Law shall be determined by the Reich Government. 
Th!! coming into force of the rules of Article 81 nlquires in addition concurrent resolutions of the 
Reiehsbank Managing Board and of the General Board. Such resolutions are to be published in 
the lleicklguetzblmt. Up to that date the rules contained in Article 2 of the Law of August ~th, 
1914 (lleicklguetzbloJt, page 847) concerning Reichskassenscheine and bank-notes, shall remain 
in force, in so far as it relates to Reichsbank: notes. 
. . . • • • • • • • • • • • • • • • • • • • 

•In PuntJaiiCe of thi8 article the Managing Board and the General Board of the Relchabank concur· 
rmtly decided, oo April_ 15th, 1930, to put into Ioree Article 81 of the Bank Act (decision published on · 
April 17th, 1930; - &ie/l.oR••etzblall II, page 69). This decision baa taken effect u from May 17th, 
11130. See Decree of May 19th, 1930; BeidUiguel%b/.all II, page 776). . 
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STATUTES OF THE REICHSBANK. 

Article 27. 

The cheques and orders for payment referred to in Article 31 (2), No. 8, of the Bank Law 
must be issued on a foreign central note-issuing bank. 

(Translation.] 
THE MINT LAW OF AUGUST 80TH, 1924. 

Article 7. 

The coins will be minted for the account of the Reich at the mints of those federal States 
which are willing to undertake the work. The minting procedure will be under the supervision 
of the Reich. ' 

Private persons are entitled to have coins of 20 Reichsmarks minted on their own account 
at these mints in so far as the latter are not employed on Reich work. The charge to be made 
for such minting will be fixed by the Reich Minister of Finance with the approval of the Reichsrat 
but it may not exceed 14 Reichsmarks per kilogramme of fine gold. The difference between 
this charge and the remuneration paid to the mint for its minting operations accrues to the 
Reich Exchequer; it must. be the same for all German mints. The mints may not claim any 
larger payment for minting than the Reich Exchequer grants for the minting of coins of 
20 Reichsmarks • 

• 
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GREAT BRITAIN 

COINAGE ACT, 1870. 

. . . . . . . . . . • . . . . . . . 
.Article 8. 

Where any person brings to the Mint 1 any gold bullion, such bullion shall be assayed and 
coined, and delivered out to such person, without any charge for such assay or coining, or for 
waste in coinage. 

Provided that : 

(1) H the fitness of the whole of the bullion so brought to the Mint is such that it 
cannot be brought to the standard fineness under this Act of the coin to be coined 
thereout, without refining some portion of it, the Master of the Mint may refuse to 
receive, assay, or coin such bullion; 

(2) Where the bullion so brought to the Mint is finer than the standard fineness 
under this Act of the coin to be coined thereout, there shall be delivered to the person 
bringing the same such additional amount of coin as is proportionate to such superior 
finmess. , . , 

No undue preference shall be shown to any person under this section; and every person 
shall have prionty according tq the time at which he brought such bullion to the Mint. 

. . . . . . 
.Article 11. 

It shall be lawful for Her Majesty, with the advice of the Privy Council, from time to time 
by Proclamation to do all or any of the following things, namely : 

. .. . . 
8. To direct the establishment of any branch of the Mint in any British possession, 

and impose a charge for the coinage of gold thereat; determine the application of. 
· such charge; and determine the extent to which such branch is to be deemed part of 

the }lint, and to which coins issued therefrom are to be current and be a legal tender, 
and to be deemed to be issued from the ~lint. 

. . • • • • • 

• The :HiDt me&DII the Royal Mint, England. 
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AN ACT TO REGULATE THE ISSUE OF BANK-NOTES; JULY 19, 1844. 

Article 4. 

And be it enacted, That from and after the Thirty-first Day of August One thousand eight 
hundred and forty-four all Persons shall be entitled to demand from the Issue Department 
of the Bank of England Bank of England notes in exchange for Gold Bullion, at the Rate of 
Three Pounds Seventeen Shillings and Ninepence per Ounce of Standard Gold: Provided always, 
that the said Governor and Company shall in all Cases be entitled to require such Gold Bullion 
to be melted and ~sayed by_ Persons approved_ by the said Governor and Company, at the 
Expense of the· Parties tendermg such GOld Bulhon. 

' 

• • • • • • • • • 

THE GOLD STANDARD ACT OF MAY 13TH, 1925. 

Article I. 

1. Unless and until His Majesty by Proclamation otherwise directs : 

(a) The Bank of England, notwithstanding anything in any Act, shall not be 
bound to pay any note of the Bank (in this Act referred to as "a bank-note") in legal 
coin within the meaning of Section 6 of the Bank of England Act, 1833, and bank-notes 
shall not cease to be legl!l tender by reason that the Bank do not continue to pay 
bank-notes in such legal coin : 

(b) Subsection 8 of Section 1 of the Currency and Bank-notes Act 1914 (which 
proVIdes that the holder of a currency note shall be entitled to obtain payment for 
the note at its face value in gold coin) shall cease to have effect : 

(c) Section 8 of the Coinage Act, 1870 (which entitles any person bringing gold 
bullion to the Mint to have it assayed, coined and delivered to him), s.hall, except 
as respects gold bullion brought to the Mint by the Bank of England, cease to have 
effect. 

' 2. So long as the preceding subsection remains in force, the Bank of England shall be bound 
to sell to any person who makes a demand in that behalf at the head office of the Bank during 
the office hours of the Bank, and pays the purchase price in any legal tender, gold bullion at 
the price of three pounds, seventeen shillings and tenpence halfpenny per ounce troy of gold 
of the standard of fineness prescribed for gold coin by the Coinage Act, 1870, but only in the 
form of bars containing approximately four hundred ounces troy of fine gold. · 
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THE CURRE..."CY AND B.U.."K-NOTES ACT OF JULY 2ND, 1928. 

• • • • • • • • • • • • • • • • • • • • • • • • • • 

Article 2. 

1. Subject to the provisions of this Act the Bank shall issue bank-notes up to the amount 
representing the gold coin and gold bullion for the time being in t~e issu': ~epartment, !llld shall in 
addition issue ba.Dk-notes to the amount of two hundred and sixty million pounds m excess of 
the amount first mentioned in this section. and the issue of notes which the Bimk are by or under 
this Act :required or authorised to make in excess of the said first-mentioned amount is in this 
Act referre(l to as ''the fiduciary note issue". 

2. The Treasury may at any time on being requested by the Bank, direct that the amount 
of the fiduciary note issue shall for such periOd as may be determined by the Trea
sury, after consultation with the Bank, be reduced by such amount as may be ~ determined. 

Article 8. 

1. In addition to the gold coin and bullion for the time being in the issue department, the 
Bank shall from time to time appropriate to and hold in the issue department securities of an 
amonnt in value sufficient to cover the fiduciary note issue for the time being. 

2. The securities to be held as aforesaid may include silver coin to an amonnt not exceeding 
five and one-half million ponnds. 

3.. The Bank shall from time to time give to the Treasury such information as the Treasury 
may require with respe..-t to the securities held in the issue department, but shall not be required 
to include any of the said securities in the aeconnt to be taken pursuant to section five of the 
Bank of England Act, 1819. · 

• • 

Article 11. 

1. With a view to the concentration of the gold reserves and to the securing of economy 
in the use of gold, the following provisions of this section shall have effect so long as subsection 1 
of Section 1 of the Gold Standard Act, 1925, remains in force. 

2. Any person in the United Kingdom owning any gold coin or bullion to an amount exceeding 
ten thousand pounds in value shall, on being required so to do by notice in writing from the Bank 
forthwith furnish to the Bank in ~ partiCulars of the gold coin and bullion owned by tha 
person. and &hall, it so required by the Bank, sell to the Bank the whole or any part of the saic 
co~ or. bullion. other t~ any _part t~ereof which is bona fide held for immediate export o: 
which JS ~ fide req~ for mdustrial ~ on payment therefor by the Bank, in th1 
case of com, of the nominal value thereof, and m the case of bullion, at the rate fixed in Section 4 
of the Bank Charter Act, 1844. -

• • • • • • • • • • • • • 

Fi111Jl Item of Schedule 

Repeal of paragraph (b) of subsection 1 of Section 1 of the Gold Standard Act of 1925) 
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GREECE. 

[Official Translation.] 

STATUTES OF THE BANK OF GREECE . 

• . ' . • • • • • • • 

Article 4. 

The first duty of the Bank shall be to ensure that the gold value of its notes remains stable. 
To this end it shall exercise control within the limits of its Statutes over currency and credit 
in Greece. 

Article 5. 

To ensure the convertibility of its notes : 

1. The Bank, on the requisition of any person who makes a demand or offer to that effect 
at the Head Office of the Bank at Athens, shall be bound to sell to, or to purchase from; such 
person in exchange for legal-tender currency of Greece, at the rates defined in Sections 2 and 3 
of this article, respectively, the legal-tender currency of such foreign gold-standard country, 
or countries, as is b:y law and in practice convertible into exportable gold and such as may be 
notified in the Official Gazette for immediate delivery in such country or countries. 

Provided that no person shall be entitled to demand or offer an amount of foreign currency 
of less value than 10,000 drachmre of legal-tender money of Greece. 

2. For the purpose of determining the rate applicable to the aale of foreign currency under 
this article, the amount in drachmre which represents 1,000 grammes of fine gold in accordance 
with the stabilisation rate shall be deemed to be equivalent to such sum in that foreign currency 
as is required to purchase 1,000 grammes of fine gold in that foreign country, at the rate at which 
the principal currency authority of that country is bound by law to sell gold in exchange for 
currency, after deduction from such sum of an amount to be fixed by the Bank, representing 
the normal cost _Per 1,000 grammes of transferring gold bullion in bulk from Athens to that foreign 
country, includmg interest and insurance on its value during transit. 

8. For the purpose of determining the rate applicable to the purchaae of foreign currency 
under this article, the amount in drachmre which represents 1,000 grammes of fine ~ld in 
accordance with the stabilisation rate shall be deemed to be equivalent to such sum m that 
foreign currency as is realised by the sale of 1,000 grammes of fine gold in that foreign country 
at the rate at which the principal currency authority is bound by law to purchase gold in exchange 
for currency, after addition to such sum of an amount to be fixed by the Bank representing the 
normal cost per 1,000 grammes of transferring ll:old bullion in bulk from that foreign country 
to Athens, including interest and insurance on 1ts value during transit. 

4. On the date on which the provisions of this Law become operative, the Bank shall notify 
in the Official Gazette at least one foreign gold-standard country for the purposes set forth in 
Section 1 of this article. The Bank shall similarly- notify any additions or cbanges of the foreign 
gold-standard countries to which Section 1 of thiS article is to apply. The Bank shall also from 
time to time determine the equivalent rates in accordance with the provisions of Sections 2 
and 8, and shall notify in the Official Gazette the rates so determined. 

• • • • • • • 
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Article 61. 

The Bank shall maintain a Reserve of not less than 40% of the amount of its notes in circu
lation and other demand liabilities. By bank-notes in circulation are to be understood all 
bank-notes issued to the public and not returned to the offices of the Bank. 

Article 62. 

The term " Reserve " in the preceding Article shall include only : 

(a) Gold coin and bullion in th~ um:estricted ownership of the B~, and .either 
in the custody of the Bank or deposited m another Central Bank, or m any Mmt, or 
in transit; 

(b) Net foreign gold exchange in the unrestricted ownership of the Bank, provided 
that it be either : 

(i) On a country the currency of which by law and in practice is convertible 
on demand at a ti.xed price into exportable gold, or 

(ii) On a country the currency of which by law and in practice is convertible 
on demand at a fixed price into foreign exchange as defined in (i). 

For the purpose of this Article, and subject always to the preceding paragraph (b), the 
·term "'net foreign gold exchange" shall be taken to mean : 

1. Balances standing to the credit of the Bank at the Central Bank of a foreign 

countryB; ills f ch bl · ' · · · · hi th ths 2. o ex ange paya e m a .ore1gn currency maturing Wit n ree mon 
and bearing at least two good signatures; 

8. Treasury bills, Treasury certificates of indebtedness pr similar obligations ot 
a foreign Government maturing within three months; · 

less any liabilities in foreign exchange. · 

In calculating the amount of the Reserve, should it be found that the liabilities in foreign 
exchange exceed the assets enumerated in the paragraphs numbered 1, 2 and 8 of this article, 
the excess shall be deducted from the other assets of the Reserve. . · 

Temporary Provi8ion.-During the first five years of the existence of the Bank of Greece, 
the Bank mar, hold in its Reserve the gold bonds of the Hellenic State referred to in Article 8 
("Assets (b) ')of the Agreement to which these Statutes are annexed. 

Article 68. 

At the request of the Bank, the Government may suspend the 9peration of Article 61subject 
to the payment by the Bank to the Government. of a tax. 

Suspension may be granted for a period of not more tlwl thirty days in the first instance 
and ~y be renewed for further periods not exceeding fifteen days at a time. The tax shall 
be levied on the amount by which the note circulation and other demand liabilities of the Bank 
exceed the maximum sum which would be admissible under Article 61. 

The tax shall be calculated on the daily amount of the excess at the following rates : 

1}0 /o per annum above the published minimum current discount rate of the 
Bank for three-months billa if the Reserve, while less than 400/0 is not leas than 850/0• 

2°/o per annum above such minimum current discount rate if the Reserve, while 
less than 85°/0 is not less than 800/o-

80/o above such minimum current discount rate it the Reserve is leas than 800{0• 
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DECREE LAW OF MAY 12TH, 1928. 

Regard being had to Article 5 of the Statutes of the Bank of Greece and to the Decree-Law 
of May 12th, 1928, whereby the fine gold content of the drachma is fixed, we make the following 
stipulations : 

(a) Such foreign exchange, as the Head Office of the Bank of Greece is bound 
to buy and sell in virtue of the tenns of Article 5, paragraph I, of its Statutes, shall 
be foreign exchange on London, of which the rate IS fixed hereunder. 

(b) The mint par of the pound sterling, in relation to the fine gold content of 
the drachma, as defined by the aforesaid decree, shall be the following : 

One pound sterling = Drs. 875. 

The Bank is obliged to buy and sell the said foreign exchange at the following rates : 

SeUing rate.-The rate of parity of the exchange on London as stated hereabove, 
increased at the maximum by the cost .of the transfer of gold from Athens to London 
(gold point), amounting to 6.61 per thousand, or Drs. 2.50. 

Buying rate.-The rate of parity of the exchange on London, after deduction of 
the cost of the transfer of gold from London to Athens (gold point), amounting to 
6.61 per thousand, or Drs. 2.50. 

DECREE LAW OF NOVEMBER lOTH, 1927 • 

• • 

..4.rticle 17. 

The National Bank of Greece and, whenever it will be created, the Bank of Greece, is entitled 
to export gold abroad. 

16 
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GUATEMALA. 

LEGISLATIVE DECREE No. 1879 (MAY 2ND, 1925): 
MONETARY AND CONVERSION LAW. 

Article 1. 

The unit oC the monetary system oC the Republic of Guatemala shall be called the "quetzal", 
represented by one gramme, fifty centigrammes, four thousand six hundred and sixty-five 
millionths of a gramme oC pure gold (1.5<»665 milligrammes) divided into one hundred centavos. 
A quetzal is equivalent to sixty pesos of the current coinage. 

Article 2. 

The ooins minted shall represent the following amounts : 

Gold ooins: Twenty quetzals, or one thousand two hundred pesos; Ten quetzals, 
or six hundred pesos; Five quetzals, or three hundred pesos. 

Silver ooins: One quetial, or sixty pesos; Half-quetzal. or thirty pesos; Quarter-
quetzal. or fifteen pesos. · 

. . . . . . . . . . . . . . . . . . . . . . . . . . 
• Article a . 

Gold ooins shall be oomposed of 900/loooths (nine hundred thousandths) of pure gold and 
100/lOOOths (one hundred thousandths) of oopper. 

• . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Article 8. 

(See below-Decree No. 970 : Article 1.) 

. . . . . . . . . . . . . . . . . .. . . . . • • • 

Article 11. 

The obligation to issue silver ooin in exchange for gold shall lapse when, on acoount of 
either the rate oC foreign exchange or the price of silver, the operation would involve the State 
in loa. In this case. due notice in advance of such suspension shall be given through the Ot/icial 
Jaumol. In all other cases, the above obligation shall remain in force during the period and 
oa the oonditions laid down in the Government regulations. . 

. . . . . . . . . . . . . . . . . . . . . . 
• • • • 

Article 14. 

(See below-Decree No. 970: Article 4.) 

Article 15. 

The import and export of llilver and gold ooin, domestic and foreign, il unrestricted In 
neither case shall customs duties be levied. • 

. . . . . . . . . . . . . . . . . . • • • • • • • • • • 
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· Article 23. 

Immediately after the entry into force of the present Law, a statement shall be drawn 
up at each of the existing Banks of Issue showing, m accordance with their books, the actual 
amount of each Bank's circulation. These statements shall be"signed by the Minister of Finance, 
the Banks Inspection Department, the Board of Directors and the Manager of the Bank in question 
and shall be published m the Official Journal. . 

Article 24. 

Mter the date of publication of the present Law, existing Banks of Issue may not issue 
new notes on any pretext, not even in exchange for damaged notes, 

• • . . • 

Article 38. 

As soon as a reserve has been formed and the operations referred to in the preceding articles 
earried out, the Regulating Office (Caja Reguladora) shall be reorganised as a Bank of Issue 
under the title of "Central Bank of Guatemala", to operate in accordance with the provisions 
of the Banking Law. The total note circulation of existin!f Banks of Issue, together with that 
of the Regulating Office, shall be considered part of the habilities of the Central Bank which 
shall substitute its own notes as soon as possible for the notes referred to. The Central Bank 
shall be organised in accordance with the provisions of the special law which will be promulgated 
for this purpose; this law shall contain the provisions necessary to enable the Central Bank to 
become a private bank of issue, the shares of which shall be subscribed only by the State in so 
far as private persons fail to subscribe the amount equivalent to 20 % of the circulation referred 
to in Article 46. 

If, before the case referred to in the preceding paragraph arises, the Federal Executive 
grants a concession to private capitalists to form a Central Bank of Guatemala, he may make 
a special contract or grant such Bank the right, under the concession, to perform the functions 
of a Regulating Office in the manner best calculated to put an end as soon as possible to the 
forced currency of the notes which are at present in circulation . 

• 

Article 46. 

As soon as the Reserve Fund of the Monetary Circulation is formed, in accordance with the 
P.rovisions of this Chapter, and as soon as the Regulating Office, or the Central Bank of Guatemala, 
if already constituted, has accumulated an amount equal to at least 20 % of the total circulation 
of the country, the notes shall cease to have forced currency and shall be redeemed by the Central 
Bank of Guatemala, or by the Regulating Office if the Central Bank has not yet been set up. 
Redemption shall be made at sight, to bearer and at par, either in quetzals or United States 
of America dollars or sight drafts on the United States, m the latter case a maximum commission 
of ~ % shall be charged. 
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PRESIDE.i.'\'TIAL DECREE No. 1406 (l\IAY 21sT, 1925): BANK LAW. 

Article 1. 

For the purposes of the present Law, the following shall be considered credit institutions: 

{1) The Central Bank of Guatemala and any other Banks of Issue created in 
accordance with the present Law; etc.l 

• • • 

Article 4. 

The principal operations of the Banks of Issue, in respect of liabilities, shall consist in the 
issuing of notes of specific denominations, repayable at par, at sight and to bearer, and of accepting 
money on current account or deposits for a maximum period of thirty days, both repayable by 
cheques or in any other manner. 

Article 10. 

- The constitution, organisation and functions of the Central Bank of Guatemala shall· be 
regulated by the present Law, so far as the latter does not conflict with the charter privileges 
of this institution as granted by the Federal Executive. . 

• • 

Article 16. 

The note circulation • may not exceed five times the amount of the paid up capital, plus the 
reserve fund referred to in Article 15, paragraph 8. Deposits payable at sight or within a 
maximum period of thirty days may not exceed five times the amount of the above-mentioned 
capital and ~e fund. _ .· 

Article 17. 

The note issue of the Central Bank and of the Banks of Issue shall be covered as follows : 

(a) At least 40% by the gold bullion reserve deposited in the Bank's vaults or 
in first-class credit institutions abroad approved by the Government, the latter to be 
entitled at any moment to satisfy itself of the existence of the reserve, which must be 
immediately realisable. At least one-third of this reserve must be in gold deposited 
in the vaults of the Bank in question, at Guatemala; 

(b) The remaining 60% by the Bank's assets referred to in Article 40 of this Law. 

Article 18. 

. Deposits_ on current account or for a maximum period of thirty days must be covered 
m the following manner l _ 

(a) At I~ 25% by a reserve in the form laid down in paragraph (a) of the 
precedmg artiCle; 

(b) The remaining 75% by the B11-nk's assets referred to in Article 40 of the 
present Law. 

-! The other em- of banks Indicated are DOt Banb of Issue • 
• Of each Bank of IMue. 
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Article 19. 

One half of the reserves which a Bank of Issue other than the Central Bank is bound to . 
keep in its vaults, together with the proportion which it is entitled to keep abroad, may be 
deposited in the vaults of the said Central Bank. 

Article 20. 

For the purposes of the present Law, the following shall be considered as deposits: 

(a) All sums deposited with a Bank to be held at the disposal of the parties 
concerned, payable on sight or within a maximum period of thirty days; 

{b) All sums which, for any reason, may be demanded from the Bank within a 
maximum period of thirty days, irrespective of the origin of the Bank's obligation. 

The fact that a Bank pays interest on the aforesaid sums, as well as on the sums mentioned 
in the preceding paragraph, shall not deprive them of the character of a deposit for the purposes 
of the present Law. 

As regards the deposits referred to in paragraph 2 of the present article, the metallic reserve 
stipulated by Article 18, paragraph (a) may be reduced to 10 cy.,, on condition that the remaining 
15 % is composed of absolutely safe advances repayable withm not more than thirty days. 

Article 21. 

Credits liable to withdrawal by the Bank without previous notice shall not be considered 
as deposits. . 

Article 22. 

Similarly, so-called " confidential " deposits-that is, deposits kept in safes or in closed and 
sealed packets, which the Bank cannot employ or count in its assets, shall not be considered as 
deposits. · 

Article 23. 

When a Bank contracts an obligation to deliver, within a period not exceeding thirty days, 
foreign sight drafts in favour of a specific individual, it shall be obliged to maintain the reserve 
referred to in Article 18. 

Article 24. 

In computing the value of the reserve, gold bars held by the Bank shall be taken at one 
quetzal per 1.504.65 grammes of pure gold. 

Article 25. 

When the note circulation exceeds any of the limits laid down in the preceding articles, no 
fresh funds shall be placed until the circulation has been reduced to within the said limits. When 
deposits payable at sight or within a maximum period of thirty days exceed the limits laid down 
by the present Law, no fresh deposit operations not assisting a return to the legal limit may be 
engaged in until this object has been achieved. So long as the limit. is exceeded, the institution 
shaU pay a tax of 1 %o per day on the amount in excess; if it does not suspend the placing of 
funds, it shall be fined-by the Banks Inspection Department from one hundred to fifteen hundred 
quetzals for each infringement; the above without prejudice to the loss of privilege declared 
in accordance with the provisions of Article 166. 

Article 26. 

The circulation of the notes of the Ce!ltral Bank. and of the other banks of issll:e shall b~ 
voluntary and the public shall not be cons1dered bound to accept them. An exceptiOn to tlus 
shall be made in the case laid down in Article 46 of the Monetary Law. 
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Article 81. 

Banks of Issue, including the Central Bank, shall be bound to exchange at t!Ieir head offices 
all notes which they themselves have put into circulation, whether t~rough thell' head office or 
their branches, such exchange to be made immediately on pre;senta~10n of_ the note •. Branches 
shall only be bound to redeem notes which they themselves put mto circulation; for thJS purpose, 
such notes shall bear a stamp showing the name of the branch. Redemption shall be made at 
the Bank's option in quetzals or dollars, in accordance with Legislative Decree No. 1879. The 
Central Bank may, at 1ts discretion, redeem its notes by sight drafts on New York, New Orleans, 
San Francisco (California) and on other foreign places authorised by the Ministry of Finance. 
Drafts shall be for not less than one hundred quetzals, unless otherwise agreed; the Central 
Bank may charge a commission up to 0.50 quetzals per hundred quetzals. ' 

Article 40. 

That portion of the note issue and of the deposits which need not be covered by a gold reserve 
shall be guaranteed by one or more of the following assets : 

(1) Gold or silver bars, the latter being valued at the New York rate for this metal; 
(2) Bank-notes or bonds previously approved by the Ministry of Finance; 
(3) Domestic or foreign gold coins, the latter at the value of their metallic content; 
(4) Silver and aluminium-bronze coins; 
(5) }lortga.,oe bonds and other securities issued by the Banks referred to in the 

present Law; 
(6) Shares and debentures issued by national companies, provided that such secu

rities are quoted on a first-class Stock Exchange, that dividends have been paid on the 
former and interest on the latter in a perfectly rellUlar manner in both cases, for at 
least five years prior to their acquisition by the Banli:, and provided that, for guarantee 
purposes, such securities together do not exceed 10 %·of the note issue and deposits. 
Shares and debentures issued by credit institutions formed under the present Law may 
be accepted under the terms of this paragraph without requiring to be quoted as above; 

(7) lnans, discounts and credits on current account with the guarantees mentioned 
in the present Law; · 

(8) Bills of exchange on foreign countries actually discounted by the Bank. 

Article 41. 

The C!ther operations carried on by the Banks of Issue shall not be considered as guaranteeing 
the note ISSUe and the deposits payable at sight or within a maximum period of thirty days • 

• 

PRESIDL'oTIAL DECREE CREATING THE CENTRAL BANK OF GUATEMALA 
(JUNE 80TH, 1926) • 

• • • 

• Article 8 . 

The~ of the concession of. t~e Central _Bank of Guatemala shall be thirty years and may 
be ~ed m the form and conditions estabhshed by law; but the exclusive right of issue shall 
be hmited to ten !ears, without prejudice to the dispositions of Article 72 of the 1\lonetary Law. 
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Du.ring this P_eriod of ten years, the Government binds itself not to grant any other 
concessmn for the ISsue of notes, vouchers or documents of any other description that contain 
a promise to pay money at sight and to bearer. 

Article 26. 

The Central Bank shall have two departments: First, the Issue and Discount Department; 
secondly, the Mortgage Loan Department. 

Article 27. 

' The issue of notes of the Central Bank, as well as of the notes of the Occidente, Arnericano 
Intemacional, Agricola Hipotecario, Colombiano and Guatemala Banks and those of the Exchang~ 
Regulating Office, the redemption of which shall be undertaken by the Central Bank, shall be 
guaranteed in the following manner : · . 

(a) At least 40% by a reserve of gold deposited. in the safes of the Bank or in 
deposits at sight and payable in gold in first class institutions of credit abroad. The 
Government shall have the right to verify at any time the existence of the reserve and 
of its realisability. A third part, at least, of the said 40 % shall consist of gold coin 
in the safes of the Bank, of which 10 % may consist of one-quetzal, half-quetzal or 
quarter-quetzal silver coins. .· 

(b) For the rest, the regulations stated in Chapter II, Sections II and ill, of the 
Banking Law (Presidential Decree No. 1406) shall be applicable to the Department of 
Issue and Discount of the Bank. 

Article 28. 

The Central Bank shall be obliged to exchange its own notes, those of the Occidente, Ameri
cano, Intemacional, Agricola Hipotecario, Colombiano and Guatemala Banks and those issued 
by the Exchange Regulating Office, in the manner prescribed in Article 81 of the Banking Law. 

Article 29. 

The deposits at sight or at thirty days' call shall be guaranteed as follows : 

(a) At least 25% by a gold reserve which shall be constituted in accordance with 
the stipulations laid down in paragrsph (a) of Article 27; 

(b) The remaining 75 % by active operations as stipulated in the Banking Law. 
The reserve of 25 % against the deposits at sight or at 80 days' call shall be held in the 

currency in which they are payable or the equivalent in gold quetzals or United States of America 
Currency.· 

. . 
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DECREE No. 970 (FEBRUARY 24TH, 1928). 

Article 1. 

Article 8 of the Monetary and Conversion Law (Legislative Decree No. 1879) is amended as 
follows: -

"The minting of gold coin shall be effected solely by the State, which shall mint 
all gold offered to it at the rate of five quetzals or three hundred pesos for each 
7.523325 grammes of pure gold. Silver and copper coins shall be minted solely by the 
State as public requirements demand. and without private persons being entitled to 
offer such metal for minting. A Government decree shall determine the tariff of charges 
for minting, which shall provide solely for the cost thereof, without any profit to the 
State and without any tax of any kind being imposed." 

• 

Article 4. 

Article U of the :Monetary and Conversion Law (Legislative Decree No. 1879) is amended 
as follows: 

" The inhabitants of the Republic shall be entitled to exchange silver and copper 
coins, as well as other divisional coins of legal currency in actual circulation for gold 
pieces, provided that such exchange is requested at the offices appointed for this purpose 
by the Government for quantities of not less than twenty :.uetzals of silver and five 
quetzals of other divisional coins or exact multiples thereof.' 

• 
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HUNGARY. 

[Official Translation.] 

STATUTES OF THE NATIONAL BANK OF HUNGARY. 

Article 1. 

The National Bank of Hungary is a joint-stock company established for the purpose of 
regulating the circulation of money in the territory of Hungary, of facilitating compensation 
of payments and of taking measures for the utilisation of the available capital, subject onlv to 
the provisions of theserresent Statutes. Its main function, however, will be to prepare the way 
for the introduction o payments in specie (redemption of bank-notes in specie) by forming a 
reserve of gold bullion and of claims payable in stable currencies (drafts and bills), and to ensure 
the continuance of specie payments once they have been introduced by law. · 

The Bank shall by all the means at its disposal provide that until the legal regulation of the 
question of the redemption in specie of the paper money (bank-notes), the value of its notes 
expressed in the rate of exchange of gold drafts (bills) or of such as are drawn on countries 
possessing a stable currency, shall remain unchanged • 

• • 

Article 80. 

During the period of the validity of the Charter, the Bank shall have the exclusive right 
to issue bank-notes within the limits prescribed by Article 85. · 

The amounts for which the several groups of bank-notes shall be issued shall be fixed by 
the Board of Directors of the Bank in agreement with the Minister of Finance. 

Should the State provide coined money for general circulation as legal tender, the Bank 
shall be required, by desire of the Minister of Finance, to withdraw from circulation a quantity 
of bank-notes corresponding in amount to such coined money. 

After the resumption of payments in specie (Article 83) the texts of the bank-notes must 
contain a statement to the effect that the Bank will at any time pay the bearers of its notes legal 
metal currency in exchange for the same. 

. . 
Article 83. 

The Bank must provide for the accumulation of such a gold reserve that, as soon as the new 
relation of the currency unit to gold shall have been established and the debt due by the State to the 
Bank shall have been reduced to 80 million gold crowns, payments in specie shall be resumable. . 

, Should the Government or the Board of Directors of the Bank be of opinion that the moment 
for the resumption of payments in specie has arrived, the Government must enter into negotiations 
on this matter with the Bank. 

If an agreement has been made in this matter between the Government and the Bank, the 
Government must without delay submit to the legislature a Bill for the resumption of payments 
in specie. 

Until the resumption of payments in specie under the terms of the foregoing paragraphs, 
the Bank shall not be obliged to redeem its notes against metal currency. 
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Article St. 

If, after the resumption of payments in specie, the Bank fail to comply within twenty·f<_~ur 
hours with the obligation to redeem against metal currency the not.es presented fo_r ~empt10n 
at its Head Offiee in Budapest, such failure shall involve the forfe1ture of th.e pnvile~ of the 
Charter, unless there be any question of a direct impediment caused by a fore• ma1eur• and 
recognised as such by the Government. 

Article 85. 

For the period from the F.yment in full of the share capital until the in~uction of payments 
in specie, the following proVISions shall be in force with regard to the secunty for the bank-notes 

issued : h dd" • Of the whole amount of bank-notes in circulation-uch amount to include t e a 1tlon 
of all liabilities immediately due for payment, but to exclude the sum represented by the debt 
of the State (Articles 53 and 54 )-during the first five years twenty per cent, during the second 
five years twenty-four per cent, during the succeeding five years twenty-eight per cent, and 
during the remainder of the said period thirty-three and one-third per cent must be secured 
by the metal reserve, the latter to include foreign currencies and drafts. 

Until the legal relation of the value of the currency shall have been fixed, in calculating 
the proportion of security required, the value of the metal reserve and of the stock of foreign 
currencies and drafts shall be calculated at the close of each quarter.-uch calculation to be 
in force for the following quarter-on the basis of the average rate of exchange on the Budapest 
Exchange during the fifteen days immediately preceding the date of such calculation. 

The term "foreign currencies" shall be taken to mean foreign notes which are not subject 
to extraordinary fluctuations of the rates of exchange: the term "foreign drafts " shall be taken 
to mean bills of exchange expressed as payable in currencies not subject to extraordinary 
fluctuations of the rates of exchange which are {>&Yable in any of the leading money markets 
of Europe or America, which invofve an obligatiOn of payment on the .,.n of some banking 
house of unquestionable solvency,and which in other respects are in conformity with the provisions 
of Article 58. 

Claims and cash deposits which are available at any time and are held in institutes of 
unquestionable solvency in the leading money markets of Europe and America, may also be 
treated in the same way as foreign drafts. 

Until the resumption of payments in specie, a sum of 25 million gold crowns must at all 
times be held in claims or deposits of the kind referred to in the leading markets of Europe and 
America. This amount may not be decreased except by a decision of the Board of Directors 
approved by not less than eight Directors and the Governor of the Bank. 

Article 86. 

The whole amount of the notes in circulation-uch amount to include the addition of all 
!ll>bilities immediately due for payment, should the same exceed the debt of the State-must 
m any ease be secured by the following assets : · · 

1. The stock of bullion and coins; 
2. The bills of exchange (warrants issued by public warehouses) discounted as 

provided by the Statutes; 
8. Such foreign securities (bills of exchange, claims or cash deposits) or foreign 

currencies as ~nder Article 85 may not.be included in the metal reserves (Article 101); 
4. Such b~ of exchange payable m Hungary and expressed in terms of foreign 

currency as are m other respects in conformity with the provisions of Article 58. 

During the transition period of five years from the date of the commencement of the activity 
of the Bank-though not '!'fter the date o_f th~ resumption of payments in specie-loans granted 
on movable P~~y (~le M) as proVld~ ~the Statutes may also be included in the 1ecurity 
for the notes m CllCUlatwn. On the expiration of the said transition period the Minister of 
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Finance may ordain that loans on movable property may no longer serve as security for the 
notes. 
. No. assets other than those enumerated above may serve as security for the notes in 

CU'Culatlon. . 

Article 87. 

After the resumption of payments in specie not less than one third of the total amount of the 
. notes in circulation-in addition to all the liabilities immediately due for payment-must be 

secured by the stock (reserves) specified in Article 85. The remainder of the notes in circulation 
shall be secured by the assets specified in Article 86 and by the remaining sum still unpaid of 
the debt due by the State (Articles 53 and 54). 

Article 88. 

If during the period between the paying up in full of the share capital and the resumption 
of' payments in specie, the amount of the bank-notes in circulation-inclusive of the liabilities 
immediately due for payment but exclusive of the debt due by the State-exceed the maximum 
limit calculated on the basis of the ratio of security specified in Article 85, a bank-note tax on 
the excess amount shall be paid to the State. 

The scale of taxation shall be the discount rate of' interest in force at the particular period, 
plus : 

(a) One per cent, if the ratio of security (Article 85) amount to less than twenty 
(twenty-four, or twenty-eight, or thirty-three and one-third respectively) per cent, 
but to more than eighteen (twenty-two, or twenty-five and a-half, or thirty respectively) 
per cent, and . 

(b) A further one and a-half per cent, for every further two per cent, or fraction 
of two per cent, by which the ratio of security shall fall below eighteen (twenty-two, 
or twenty-five and a-half, or thirty respectively) pt"r cent. 

The scale of taxation however must not be at the rate of less than five per cent. 

Article 89. 

After the resumption of' payments in specie the Bank shall be required to pay bank-note 
tax as soon as the ratios of' security (Article 87) shail have fallen below forty per cent. 

The scale of taxation shall be the discount rate of interest in force at the particular period, 
plus : 

1. One per cent, if the ratio of security (Article 87) be less than forty per cent 
but more than thirty-three and one-third per cent, and 

2. A further one and &•half per cent for every further three per cent, or fraction 
of three per cent, by which the ratio of security falls below thirty-three and one-third 
per cent. 

The scale of' taxation however must not be at the rate of less than five per cent. 

Article 92. 

After the new proportion of values referred to in Article 83 has been established by law, 
the Bank shall be required to exchange at anr time when desired, at its Head Office in Budapest, 
gold bullion for bank-notes in accordance w1th the legally established standard of coinage. 
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The Bank shall be entitled 11n such occasions to have the bullion assayed and sorted at .the 
rost of the person presenting the same by a technical organ nominated by the Bank and to deduct 
the minting and other charges bed and made public by the Government. 

. .. . . . . . . . . . . . . . . . . . . • • • 

Ali' XXXV OF 1925, CONCERNING THE ESTABLISID1ENT OF THE PENGO 
CURRE...~CY .AJ.W THE PROVISIONS CONNECTED THEREWITH. 

. . . . . . . . .• . . . 
Paragraph 7. 

Gold coins shall be coined for the account of the State and for that of private persons. The 
mint charges will be bed by the Finance 1\Iinister by an ordinance; these charges shall not exceed 
0.3 J;>er cent of the value for the coining of 20-penga coins and 0.5 per cent of the value for the 
coinmg of 10-pengO coins. 

DECREE No. 6832/P. 111. (NOVDffiER 20TH, 1925), OF THE 1\fiNISTER OF 
FIX.AXCE 1 CONCER..'JING THE EXECUTION OF PARAGRAPH 7 OF 
.Acr XXXV OF 1925. . 

For the purpose of putting into execution Paragraph 7 of Act XXXV of 1925 concerning 
the establishment of the pengO currency and the provisions connected therewith, it is decreed 
as follows: 

Article 1. 

The minting fees to be charged by the Royal Hungarian 1\Iint for the minting of gold coins 
for the account of private persons shall be : 

(1} Ten pengO in the case of 20-pengO coins per kilogramme of fine gold; 
. (2) Fifteen pengO in the case of_1~peng6 coins per kilogramme of fine gold. The 

mmting fees to be cllar£ed for the mmtmg of gold co1ns for the acount of the National 
Bank of Hungary shall be, regardless of the denomination of the coins, 6 pengo per 
kilogramme of fine gold. 

Article 2. 

In virtue of Act XXXV of 1925 and of Article 92 of its Statutes, the National Bank of 
H~ is obliged at all times to exchange gold bars for its notes at the price of 8,79' pengo 
per kilogramme of fine gold. 

Article 8. 

The Royal Hungarian 1\Iint. is obli_ged to coin 20- and _10-pengo coins for account of private 
persons out of gold bars and COlDS delivered by them, agrunst payment of the minting fee fixed 
m Paragraph 1. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
1 PubWobed in No. 2M of the Official Gazette on November 21st, 19'.l5. 
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Article 6. 

The date beginning from which the Royal Hungarian Mint shall be obliged to undertake the 
coinage of pengli gold coins for the account of private persons will be fixed by another decree 1. 

Article 7. 

The present decree enters into force on the day of its promulgation:. 

• ThiS Decree has not yet been issued. 
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ICELAND. 

[ogicial Tran.rlotion.] 

ACT No. 10, OF APRIL 15TH, 1928, ON THE NATIONAL BANK OF ICELAND. 

Article I. 

The National Bank of Iceland (Londsbanki Islands) is !'n indepen~ent state-owned inst!
tution under a special government. as further defined in S~1on V of t!"s Act.. In the Sc~ndi
navian tongues, the n!liDe of the Bank s~all be l1lands Nationalbank,_m EngliSh The Natwnal 
Bank of Ialmul, and mother languages Its name shall be correspondmg to these. · . 

The Bank operates through three financially independent departments, which shall be called 
:respectively the Note Bank, the Savings Department. and the Mortgage Department. The 
reserve funds and other assets, loans, deposits, book-keeping and accounts of each department 
shall be kept entirely separate. · 

. . . . . • 

Article 6. 

. The Note Bank shall have the sole right of issuing bank-notes, or other circulating media 
capable of taking the place of minted coin and passing from man to man instead of bank-notes, 
this with the sole limitation imposed by Act No. 6 of May 8lst, 1921, respecting the issuing of 
notes by the l1lands-banki, the increase of its share capital, etc. 

The minister in charge of banking matters shall, upon the advice of the Board of Govemoi'S, 
decide the shape and appearance of notes issued by the Bank and shall issue a proclamation 
concerning this matter m so far as may be necessary. · No note issued by the Bank may be of 
less nominal value than five kronur. · 

Notes issued by the Bank shall be legal tender to the Treasury and to other public funds 
in this country and be legal tender from man to man at their full nominal value. 

Whosoever may counterfeit or fraudulently reproduce notes issued by the Bank shall suffer 
the csbment prescribed by Article 266 of the Penal Code of June 25th, 1869. That offence 
has committed when the note has been counterfeited or fraudulently reproduced even though 
the note has not been put in circulation. , 

Article 7. 

Should it be 10 demanded, the Note Bank shall pay to bearer for notes of its own issue their 
nominal value in legal tender current gold coin, provided the amount of the notes corresponds 
to a 'JII'hole denomination of gold coins, and in change should the amount be less. The Bank 
shall, ~uy, from_ w~omsoever that wishes, pure unminted gold at 2,480 krOnur per kilogramme, 
less i Yo for mmtmg expenses. 

Article 8. 

With such restrictions as specified below, the Note Bank issues notes as required to aatisfy 
the need for circulating medium, provided the Bank : 

(1) Possesses gold reserves amounting to = of the note circulation at each time. 
The gold reserves may, however, never fall below 2 million kr6nur • 

. (2) ~ II;Bfe and easily convertible assets in security of that part of the note circu
latwn wh1ch II not. secured by the gold reserves, to the extent of 125 krOnur again.~t 
every 100 kronur m notes. · 
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Article 9. 

As gold reserves shall be counted : 
(a) Legal current gold coin; 
(b) Unminted gold and foreign gold coin, amounting to not less than 2,480 kronur 

for each kilogramme of pure gold; · 
(c) Deposits, payable on demand, in foreign banks, deemed by the Board of 

Governors as thoroughly safe and sanctioned by the Minister-less corresponding debts 
of the Bank, yet not exceeding ! of the total gold reserves. 

The gold reserves of the Bank specified under (a) and (b) shall always be ready in the bank. 
But gold proved to be under wal to here from abroad may be counted to this part of the gold 
reserves, though not in excess o 800,000 krOnur at a time. . 

. . Article 10 • 

To assets held in security of the note issue, in so far as not covered by the gold reserves, 
belong: · 

(a) Easily convertible public bonds at selling rate; • 
(b) Other bonds, not shares, listed by the Exchanges; 
(c) Bills of exchange, whether payable in this country or abroad; 
(d) Deposits in foreign banks, due for payment within six months at the utmost, 

less corresponding debts of the Bank to foreign banks; 
(e) Bonds issued in respect of loans against pledges in stocks of the class specified 

under (a) and (b) of the present article. 

Article 11. 

At regular fortnightly intervals, the Note Bank shall furnish to the minister in charge of 
banking matters a report on the note circulation as well as the gold reserves and the assets held; 
according to Article 10, in security of the notes. These reports shall forthwith be eublished. 

Should a report show a greater note circulation than is covered by legally prescribed secu
rities, the government of the Bank shall rectify this within four weeks from the date of the report 
at the latest. 

, Article 12. 

The Board of Governors and the Managing Directors shall be res~nsible for seeing that the 
note circulation never exceeds the actual needs of commerce. The Mmister in charge of banking 
matters may forbid the increase of note issue, if be deems it to be in excess of the actual needs 
of commerce. · 

Article 64. 

The provisions of Article 7 come into force when the Athling decides. Until then, the 
Minister may exempt the Bank from the provisions of Article 9 (c), stipulating that amounts 
standing to the Bank's credit abroad shall not exceed one-quarter of the total of the gold reserves. 
The provisions of Article 26, respecting the reserve fund, shall come into force at the same time. 

Article 65. 

In addition to the notes covered by the gold reserves, the Bank shall be entitled to issue an 
amount of up to 1,000,000 kronur. ·This note issue shall be reduced by 100,000 kronur before 
November 1st, 1929, and thereafter by the same amount annually • 

•. . · . . 



-256-

INDIA. 

THE PAPER CURRENCY ACT OF 1923. 

• 

Article 18. 

1. The provisions contained in this section shall not come into OJX;ration u~til such. day 
(hereinafter referred to as the appointed day) as the Governor-General in Council may direct 
in this behalf. 

2. A Reserve shall be maintained for the satisfaction and discharge of the currency notes 
in circulation and all such notes shall be deemed to have been issued on the credit of the revenues 
of India as well as on that of the Reserve. 

3. The Reserve shall consist of two parts, namely : 
(a) The metallic Reserve, and 
(b) The securities Reserve. 

-'· The metallic Reserve shall consist of the total amount represented by the sovereigns. 
half-sovereigns, rupees, silver half-rupees, and gold and silver bullion for the time being held 
on that account by the Secretary of State for India in Council and by the Governor-General 
in Council; provided that no amount of gold coin and bullion held by the Secretary of State 
in the United Kingdom in excess of fifty millions of rupees in value reckoned at the rate hereinafter 
provided for shall be included in the metallic Reserve. 

5. The securities Reserve shall consist of the securities which are for the time being held 
on that account by the Secretary of State for India in Council and on behalf of 'the GoveniOr· 
General in Council; provided that: 

(a) No securities held by the Secretary of State for India in Council, other than 
securities of the United Kingdom, the date of maturity of which is not more than one 
year from the date of their purchase, shall be included in the securities Reserve; and 

(b) The securities held on behalf of the Governor-General in Council shall be 
securities of the Government of India and shall not exceed in amount two hundred 
millions of rupees, of which an amount of not more than one hundred and twenty 
millions of rupees may be securities created by the Government of India and issued to 
the Controller (such securities being hereinafter referred to as created securities). 

• • • • 

7. Save as hereinafter provided in Section 20, the amount of currency notes in circulation 
at any time shall not exceed the amount of the metallic Reserve together with the amount of 
the securities Reserve; provided that it shall not be lawful for the Governor-General i'l. Council 
to direct the issue of currency notes, if or to the extent that such issue would have the effect 
of raising the amount of notes in circulation to an amount in excess of twice the amount for the 
time being of the metallic Reserve. 

8. For the purpose of determining : 

(a) The amount of the metallic Reserve, gold bullion shall be reckoned at the 
rate o( one rupee for 11.30016 grains troy of fine gold, and silver bullion at the price 
in rupees at which it was purchased; 

(b) ~e amo~nt of the securities Reserve, purchased securities shall be reckoned 
at t:J:.nce at which they were purchased and created securities at the market price 
of s' · r securities on the date of their issue • 

• • • 
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Article 19. 

1. As soon as convenient after the relation of the amount of the currency notes in circulation 
to the amount of the Reserve has been brought into conformity with subsections 2 to 8 
of Section 18 and the metallic Reserve is not less than half the amount of currency notes in 
circulation, the Governor-General in Council shall fix the appointed day. 

. 2. The provisions contained in this section shall be in force until the appointed day, but 
shall, as from that day, be deemed to be repealed. 

8. Save as hereinafter provided in Section 20, the whole amount of currency notes at any 
time in circulation shall not exceed the total amount represented by the sovereigns, half-sovereigns, 
rupees, silver half-rupees and gold bullion, and the sum expended in the purchase of the silver 
bullion and securities, which are for the time being held by the Secretary of State for India in 
Council and by the Governor-General in Council as a reserve to provide for the satisfaction and 
discharge of the said notes, and the said notes shall be deemed to have been issued on the credit 
of the revenues of India as well as on the securities of the said coin, bullion and securities : 

4. The securities mentioned in subsection 3 shall be securities of the United Kingdom of 
Great Britain and Ireland or of the Government of India, or securities issued by the Secretary 
of State for India in Council under the authority of Act of Parliament and charged on the revenues 
of India, and the value of them at the price at which they are purchased shall not exceed eight 
hundred and fifty millions of rupees. 

5. If the Secretary of State for India in Council consents to hold in gold coin or bullion or 
in silver bullion or in securities of the kinds mentioned in sub-section ( 4) the equivalent in 
value to notes issued in India as a reserve to secure the payment of such notes, the Governor
General in Council may from time to time direct that currency notes shall be issued to an amount 
equal to the value of the coin, bullion and securities so held bv the Secretary of State for India 
in Council. • 

.. 

Article 20. 

Notwithstanding anything to the contrary in Section 18 or Section 19, the Governor-General 
in Council may authorise the Controller to issue currency notes to an amount in all not exceeding 
fifty millions of rupees against bills of exchange which will mature within ninet;r days from the 
date of such issue and satisfy such other conditions as the Governor-General m Council may, 
by general or special order, prescribe. Currency notes so issued shall be in addition to those 
against which the Reserve is held and shall be deemed to have been issued on the credit of such 
bills and of the revenues of India and shall, when presented, be paid from such revenues. • 

Article 21. 

Subject to the provisions of Sections 18 and 19, the Governor-General in Council may at 
any time, if he thinks it expedient, convert any of the coin-or bullion for the time being held by 
him as a part of the Reserve into coin of any of the kinds mentioned in Section 11 or into gold 
or silver bullion. . 

Article 22. 

Notwithstanding anything to the contrary in this Act, any coin or bullion which is held 
by or on behalf of the Secretary of State for India ~n Council ii_l ~he United Kingdom or ~nder 
the control of the Government of any part of His Majesty's Domm10ns for the purpose of comage 
for, or transmission to, the Governor-General in Council and any coin or bullion which is in course 
of transmission from the Secretary of State for India in Council or the Government of any part 

17 
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of His Majesty's Dominions to the Governor-General in Co~ncil and. any coin or bullion which 
is in the course of transmission from the Governor-Gen~ral1~ Co~ncll to.t~e Secretary of State 
for India in Council or the Government of any part of. HIS ~Ia Jesty s Domm10n~ s~all be deemed, 
durina the period such coin or bullion is so held or IS so m course of transm1ss1on, to be part 
of th; Reserve referred to in Sections 18 and 19. · 

THE PAPER CURRENCY AMENDMENT ACT OF 1923 . 

. 
I 

Article 4. 

Whereas it is expedient further to amend the Indian Paper Currency Act, 1923; it is hereby 
enacted as follows : · 

In Section 20 of the said Act, for the word " fifty " the words " one hundred and twenty " 
shall be substituted. 

THE PAPER CURRENCY AME~"'IDIENT ACT OF 1925. 

• • • 

Article 2. 

In subsection 4 of Section 19 of the Indian Paper Currency Act, 1923, for the words "eight 
hundred and fifty" the words "one thousand " shall be substituted, and to the same subsection 
the following proviso shall be added, namely : 

"Provided that the value of created securities included in the said securities at 
the price at which they were purchased shall not exceed five hundred millions of 
rupees." 

THE CURRENCY ACT OF 1927 • 

• • • 

Article 2. 

In the Indian Coinage Act, 1906, 

(a) For Sectionll the following Section shall be substituted, namely : . 

" 11. Gold coins, whether coined at His l'tlajesty's Royal Mint or at any Mint 
establish~ in pursuance·of a proclamation of His !llajesty as a branch of His Majesty's 
Royal ~lint, shall not ~ legal tender in British India in payment or on account, bul 
such coms shall be rece1ved at any Government currency oflice and, at any time after 
the 30th day of September, 1927, at any Government Treasury other than a Sub· 
Treasury, at the bullion value of such coins calculated at the rate of 8.47512 grains 
troy of fine gold per rupee." 
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Article 8. 

In the Indian Paper Currency Act, 1923---

(d) In section 18 : 

(i) In subsection 4, the words "sovereigns, half-sovereigns " and the words 
" coin and " shall be omitted; and . 

(ii) In clause (a) of subsection 8, for the figures " 11.80016" the figures 
" 8.47512 " shall be substituted. 

(e) in section 19: 

(i) in subsection (3), the words" sovereigns, half-sovereigns "shall be omitted, 
and, in the Explanation, after the word " subsection ", the following words and 
figures shall be inserted, namely : 

" gold bullion shall be reckoned at the rate of one rupee for 8.47512 grains 
troy of fine gold, and "; and 

...(ii) in subsection (5), the words "coin or", and the word "coin" where it 
occurs for the second time, shall be omitted. 

Article 4. 

Any person who offers for sale to the Governor-General in Council at the office of the Master 
of the Mint, Bombay, or at any other place notified in this behalf by the Governor-General in 
Council in the Gazette of India, gold in the form of bars containing not less than forty tolas of 
.fine gold shall, subject to such conditions as the Governor-General in Council may, by notification 
in the Gazette of India, prescribe, be entitled to receive payment for the same at the rate of 
twenty-one rupees, three annas and ten pies per tola of fine gold. 

Article 5. 

1. The Governor-General in Council shall sell, to any person who makes a demand in that 
behalf at the office of the Controller of the Currency, Calcutta, or of the Deputy-Controller of 
the Currency, Bombay, and pays the purchase price in legal-tender currency, gold for delivery 
at the Bombay Mint, at the rate of twenty-one rupees, three annas and ten pies per tola of 
fine gold or, at the option of the Controller or the Deputy-Controller, as the case may be, 
sterling, for immediate delivery in London at an equivalent rate 1: provided that no person shall be 
entitled to demand an amount of gold or sterling of less value than that of 1,065 tolas of fine gold. 

• For this purpose 1 shilling 
5
":4 pence per rupee was notified as the equivalent rate on Aprillst, 1927. 
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INDO-CHINA. 

[Tron.tlation.] 

DECREE OF MAY 31sT, 1930, ON THE 1\IONETARY SYSTEl\l. 

Article 1. 

The piastre, the monetary unit of the Indo-China Uniot~, is composed of _655 milligrammcs 
of gold 900/1000 fine, i.e. the equivalent of 10 francs accordmg to the valuatiOn _of the Law of 
June 25th, 1928. 

Article 2. 

The Bank of Indo-China is required to assure the convertibility of its notes in gold to the 
bearer on demand. This convertibilitv is assured bv the exchange of its notes against gold at 
the rate of 6.55 milligrammes of gold 900/1000 fine per piastre, either in Saigon or in Paris, at the 
:Bank's choice, deduction being made in the latter case of the transport and insurance expenses 
from Saigon to Paris. The Bank has the right to rt'fuse redemption for amounts less than a 
certain minimum which will be fi..-,:ed by agreement between the Minister of Finance and the 
:llinister of Colonies on the one hand and the Bank of Indo-China on the other. 

The Bank of Indo-China is required to buy gold at its office in Saigon at the rate of one piastre 
for 655 milligrammes of gold 900/1000 fine without withholding interest. The Bank has the 
right to withhold from the seller the minting expenses at the tariff of the Paris 1\lint. Assay 
expenses are at the charge of the seller. 

Article 8. 

At the Saigon office the combined total of the notes in circulation plus the sight deposits 
must always be covered to at least one-third by a reserve composed of gold bars or exchange 
convertible at sight into gold coin or bars. 

Article 4. 

:lletal piastres will continue to have unlimited legal circulation. The Bank will accept 
without limit the metal piastres which are presented to it at its offices in Indo-China. It will 
turn them over to the Government whose account will be debited an equivalent sum in piastres. 

Article 5. , 
All enactments contrary to the present decree are abrogated. 

Article 6. 

. The llin~r o_f Colonies and. the Minister of Finance are charged, each to the extent to which 
it concerns htm, wtth the execution of the present decree which will be published in the Oflicial 
Journals o! }'ranee an~ ~nd~hina and _inserted in the Official Bulletin of the Ministry of Colonies 
as well as m the AdmmLstrat1ve Bulletms of the several countries of Indo-China. 
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IRISH FREE STATE. 

CURRENCY ACT, 1927. 

(As amended by the Currency Act, 1930.) 

. . . 
Article 5. 

· 1. Whenever any person, after the commencement of this section, delivers not less at any 
one time than one hundred ounces of gold bullion at a place for the time being appointed in that 
behalf by the Minister under this section, the l\linister shall cause such bullion to be assayed 
and coined into coins authorised by this Act to be issued thereunder and shall issue such coins 
to such person. 

2. Whenever the gold bullion delivered for coinage under this section is of the standard 
fineness, the number of coins to be issued under this section in exchange for such bullion shall 
be calculated at the rate of one Saorstat pound for every 123.27447 grains of such bullion or 
one ten-shilling coin for every 61.63723 grains of such bullion, and whenever such bullion is of 
a fineness superior or inferior to the standard fineness the said number of coins shall be calculated 
at such higher or lower (as the case may be) rate as is proportionate to such superiority or 
inferiority of fineness. 

• 

4. It shall be lawful for the Minister to impose such charge for the coinage of gold bullion 
under this section as he thinks proper, not exceeding three-halfpence for every ounce of such 
bullion of the standard fineness, and so in proportion for bullion of a superior or an inferior 
fineness. 

7. This section shall come into operation on such day as shall be appointed in that behalf 
by the Minister with the concurrence of the Commission, by notice published in the I ria Oifigiuil. 

8. The notice under the foregoing subsection appointing the day for the coming into operation 
of this section, shall, if the Commission so requires, declare that no person other than the Com
mission shall be entitled to deliver gold bullion for coining under this section, and, if such notice 
so declares, then no person other than the Commission shall he entitled to deliver gold bullion 
for coinin~ under this section until such time as the Commission shall by notice published in the 
I ria Oi jig1 uil declare that every person shall be so entitled. 

Article 47. 

1. When, and so sdon as, the Commission is in a position to issue legal-tender notes, the 
Commission shall, by notice in writing, send to every Shareholding Bank and publish in the 
Iris Oifigiuil, appointing a day (in this section referred to as the appointed day), not less than 
fourteen days after the sending and publication of such notice, on which it will commence the 
issue of legal-tender notes in accordance with this Act. 

2. If, and whenever, any person, on or after the appointed day, applies to the Commission 
at the place in Dublin appointed for the purpose by the Commission for legal-tender notes and 
delivers to the Commission at such place and in accordance with the regulations in that behalf 
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made bv the Commission not less at any one time than one hundred ounces of ~ld bullion as 
definecfby this Act or gold coins (in this section called Saorstat gold coins) wh~eh are for the 
time bein<> legal tender undel' this Act in Saorstat Eireann for unlimited amounts or money 
(in this ~tion called British money) in any fonn which is for the time being legal tlmder in 
Great Britain for unlimited amounts, the Commission shall issue to such person legal-tender 
notes of an amount equal (as the case may be) to the value under this section of the gold bullion 
or to the nominal amount of the Saorstat gold coins or to the nominal amount of the British 
money so delivered by such person to the Commission. · 

3. Until Section 5 (which relates to coining from gold bullion on request) of this Act has 
come into operation, it shall be lawful for the Commission, if it thinks fit so to do, to refuse 
to accept delivery of any gold bullion tendered to it under this section. 

.&. The Commission may, whenever on or after the appointed day it thinks fit so to do, 
issue in Dublin to the general fund or the note reserve fund legal-tender notes in exchange for 
any equal nominal amount of Saorstat gold coins or of British money • 

.A.rticle 49. 

1. Every legal-tender note shall be payable by the Commission on presentation at the 
London Agency and shall be so payable in money in any form which is for the time being legal 
tender in Great Britain for unlimited amounts. 

2. The Commission may, if and whenever and to such extent as it thinks fit, redeem in Dublin 
in gold coins which are for the time being legal tender under this Act in Saorstat Eireann for 
unlimited amounts or in money in any fonn which is for the time being legal tender in Great Britain 
for unlimited amounts or, if the person presenting the notes 80 agrees, by a draft on London, any 
legal-tender notes presented to it for such redemption at the place in Dublin appointed in that 
behalf by the Co~ion. 
. . . 

.A.rticle 50. 

1. All moneys required for the redemption of legal-tender notes by the Commission (whether 
at the London Agency or in Dublin) in pursuance of this Act shall be provided by the Commission 
out of the legal-tender note fund, and, if that fund proves insufficient, out of the note-reserve 
fund and, if such last-mentioned fund proves insufficient, out of moneys advanced under this 
section to the Commission out of the Central Fund. · 

2. Whenever the legal-tender note fund and the note-reserve fund have proved or are 
expected by the Commission to prove in the then near future insufficient to provide the moneys 
necessary for the redemption of legal tender notes by the Commission in pursuance of this Act, 
the Colll;missio~ shall certify to the ~r the. existence or expec;ta~ion (as the case may ~) 
of such insufficiency and the sum wh1ch IS required by the CommiSSion for the redemption m 
accordance with this Act of all such legal-tender notes as in the opinion of the Commission will 
probably be presented for such redemption in the then near future, and upon receipt of such 
certificate the }linister shall forthwith advance to the Commission out of the Central Fund 
or the growing produce thereof the sum 80 certified by the Commission. 

8. All sums advanced to the Commission out of the Central Fund under this section shall 
be repaid without interest to the Exchequer by the Commission out of the first moneys to the 
credit of the note-reserve fund. 

.&. For the purposes o! this section, any payment under this Act (otherwise than in legal
tender notes) on presentation of legal-tender notes which have been called in shall be deemed 
to be a redemption of 1uch legal-tender notes • 

• • • • • • • • • • • 
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Article 58. 

1. Every consolidated bank-note shall have printed thereon the name of the Shareholding 
Bank to which such note is issued by the Commission and in this section the expression "respons
ible Bank" means the Shareholding Bank whose name is so printed on the consolidated bank-note 
in relation to which the expression is used. 

. ' 
4. The amount of every consolidated bank-note shall be payable by the responsible Bank 

on presentation at its principal office in Dublin on any day which is not a Sunday or a Bank 
holiday and during the time for which such Bank is ordinarily open for business on such day, 
and such amount shall be so .Payable in coins or notes (at the option of such Bank) which are 
at the time of such presentation legal tender in Saorstat Eireann for such amount. 

5. Whenever the responsible Bank fails to pay in accordance with the foregoing subsection 
a consolidated bank-note duly presented to it in accordance with that subsection, the holder 
of such note may either : 

(a) Recover the amount of such note from the responsible Bank by action in any 
Court of competent jurisdiction or, in the event of such Bank going into liquidation, 
prove in such liquidation for the amount of such note, or 

(b) Present note to the Commission at its principal office in Dublin together with 
such evidence as the Commission may require of the due presentation of such note to 
the responsible Bank and the failure of such Bank to pay the amount thereof. 

6. Whenever a consolidated bank-note is presented under this section to the Commission, 
the Commission shall receive such note and shall recover the amount thereof from the 
responsible Bank by action, claim, or proof on such note (for which purpose the Commission 
shall be deemed to be the holder of the note) or by resort to and enforcement of the security 
held by it from the responsible Bank • 

. 7. Whenever a consolidated bank-note is duly presented to the Commission under the 
foregoing subsection the Commission shall, at its own option, either : 

(a) Pay to the person who presented such note, or his legal representative, all 
monexs recovered from the responsible Bank by the Commission on foot of such note 
and, if such moneys are less than the amount of such note, pay the deficiency to such 
person, or his legal representative, out of the note-reserve fund, or 

(b) As soon as may be convenient after the presentation of such note, pay to· 
such person, or his legal representative, the amount of such note out of the note
reserve fund and pay all moneys recovered from the responsible Bank on foot of such 
note into the note-reserve fund. 

All moneys paid out of the note-reserve fund under this subsection by the Commission 
to a J?t!rson, or the legal representative of a person, who presented a consolidated bank-note shall 
bear mterest payable by the responsible Bank to the Commission at such rate as the Commission 
shall appoint and recoverable by the Commission from such Bank as a civil debt • 

. ' . 
Article 61. 

1. The Commission shall keep a separate capital fu~d to be called the legal-tender note 
fund and shall maintain and _manage such fund in accordance with this Act. 

2. All gold bullion, moneys, securities, .and funds (other than legal-tender notes and other 
than moneys paid by way of a charge for refining gold bullion or a charge corresponding to 
a charge for coining) paid or transferred to the Commission by any person or from any fund 
for legal-tender notes Issued by the Commission to such person or fund shall be carried to the 
legal-tender note fund. 
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s. The capital of the legal-tender note fund shall be held by the Commission or at its disposal 
in such one or m<?re of the following fo~s as the Commission in its absolute discretion shall 
think proper, and m no other form, that IS to say : 

(a) Gold bullion; 
(b) Gold coins which are for the time being legal tender in Saorstat Eireann 

for unlimited amounts; , 
(c) Money in any form which is for the time being legal tender in Great Britain 

for unlimited amounts; 
(d) British Government securities; 
(e) Sterling balances on current or deposit account at the London Agency or 

any Bank in Great Britain or Northern Ireland; 
(f) Securities of the Government of the United States of America. 

t. The Commission shall in its absolute discretion determine from time to time as occasion 
requires the allocation of the capital of the legal-tender note fund amongst ~he several forms 
mentioned in the foregoing subsection or any of them., 

5. All di\idends and interest rect'ived by the Commission in respect of the capital of the 
legal-tender note fund shall be carried as income to the general fund. 

6. The Commission may, if and whenever it thinks fit, borrow temporarily for the purposes 
of the legal-tender note fund, and may pledge the capital or any part of the capital of the legal
tender note fund as security for such borrowing and shall charge all interest on such borrowing 
against the income of the general fund. ' 

7. At the end of every half-year the Commission shall value, in accordance with current 
market values, the capital assets of the legal-tender note fund and shall ascertain the extent 
of the net surplus or deficiency, if any, of such capital assets as so valued (less by the capital 
amount of any temporary borrowing under the foregoing subsection then outstanding) above 
or below the amount of legal-tender notes outstanding at the end of such half-year, and shall, 
as soon as may be after such ascertainment, transfer (as the case may require) from or to the 
legal-tender note fund to or from the note-reserve fund capital assets in_ any one or more of the 
forms mentioned in subsection 8 of this section equal in value to the amount of such surplus 
or deficiency, if any 1• • 

Article 62. 

1. The Commission shall keep a separate capital fund to be called the note-reserve fund 
and shall maintain and manage such in accordance with this Act and shall pay into such fund 
all moneys which are by this Act required to be paid thereinto and shall pay out of such fund 
all moneys which are by this Act required to be paid thereout. 

2. The capital of the note-reserve fund shall be held by the Commission or at its disposal 
in such one or more of the following forms as the Commission in its absolute discretion shall 
think proper and in no other form, that is to say : 

(a) Gold bullion; 
(b) Gold coins which are for the time being legal tender in Saorstat Eireann for 

unlimited amounts; . 
(c) llloney in any form which is for the time being legal tender in Great Britain 

for unlimited amounts; 
(d) British Government securities; , 
(e) Securities gnaranteed by the British Government; 
(/) Sterling balances on current or deposit account at the London Agency or 

any Bank in Great Britain or Northern Ireland; 
(g) Legal-tender notes. · 
{h) Securities of the Government of tlie United States of America. 

1 Article 8 of the Currency Act, 1930, provided that interim transfers might also be made between 
the legal tender note fund and the note reserve fund. 
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8. Subject to the restriction that not more than one-tenth of the capital of the note-reserve 
fund may at any time be held in the form of legal-tender notes, the Commission shall in its 
absolute discretion determine from time to time as occasion requires the allocation of the capital 
of the note-reserve fund amongst the several forms mentioned in the foregoing subsection or 
any of them. 

4. All dividends and interest received by the Commission in respect of the capital of the 
note-reserve fund shall be carried as income to the general fund. 

5. The Commission may, if and whenever it thinks fit, borrow temporarily for the purposes 
of the note-reserve fund and may pledge the capital or any part of the capital of the note-reserve 
fund as security for such borrowing and shall charge all interest on such borrowing against 
the general fund. · 

6. At the end of every half-year the Commission shall value, in accordance with current 
market values, the capital assets of the note-reserve fund and shall ascertain the extent of the 
net deficiency, if any, of such capital assets as so valued (less by the capital amount of any 
temporary borrowing under the foregoing subsection and the value of any capital assets then 
transferable to the legal-tender note fund, but with the addition of any capital assets then trans
ferable from the legal-tender note fund) below one-tenth of the maximum amount of consolidated 
bank-notes which might under this Act be outstanding (otherwise than on an extraordinary 
issue) on the last day of such half-year and, if on any such ascertainment any such deficiency 
is found to exist, shall, as soon as may be, transfer to the note-reserve fund from the general 
fund in any of the forms mentioned in subsection 2 of this section an amount equivalent to 
whichever of the following amounts is the less, that is to say : 

(a) The amount of such deficiency, or 
(b) One-fifth of the surplus of the total amount received by the Commission 

during such half-year on account of dividends and interest in respect of the capital 
of the legal-tender note fund and the capital of the note-reserve fund remaining, after 
deducting from such total amount all (if any) interest payable during such half-year 
on any temporary borrowing for the purposes of either of such funds. . 



-266-

ITALY. 

[Tnmslation.] 

DECREE-LAW OF DECEl\ffiER 21sT, 1927, No. 2325. 

Artick 1. 

As from the day following publication o~ the present ~e('ree, th~ Bank of Italy shall ~e bot~nd 
to ron..-ert its own notes, on presentation at Its head office m Rome, mto gold, or, at the discretion 
of the B.. .. nk, into the currencies of foreign countries whose bank-notes are convertible into ~ld. 

Gold parity shall be fi.-..ed at the rate of 7.919 grammes fine gold per one hundred ltahan 
lire-

Artick 4. 

As from the entry into force of the present Decree, the Bank of Italy shall be required to 
hold a resen-e of gold or of the currencies of foreign countries whose bank-notes are convertible 
into gold, equal to at least 40% of its note circulation and of all its other sight liabilities. 

The notes issued by the Bank of Italy shall be secured, apart from the aforesaid gold reserve 
or its equi..-alent, by all the other assets of the Bank, in conformity with the existing laws. 

Artick 6. 
-

The pro..-isions in force regarding the minting and the issue of gold coin will be co-ordinated 
by a Royal Decree-Law, on the proposal of the Minister of Finance, with the provisions of 
Article 1 of the present Decree. 

DECREE OF FEBRUARY 26TH, 1928, No. 252. 

Artick 1. 

In application of Article 1 of the Royal Decree-Law of December 21st, 1927, No. 2325, 
the Bank of Italy will convert its notes presented to it at the head office in Rome into bars of 
fine gold of a minimum weight of 5 kilogrammes, at the rate of 7.919118 grammes per 100 lire. 

Artick 2. 

In _con~ormity w:ith the above-~entioned ~rticle 1, ~he Bank of Italy has the optio~ of 
con•·ertmg Its notes mto the currencies of foreign countnes whose bank-notes are convertible 
into jrold. • - -

. Conversion will be made at the rate which will be established by the Bank of Italy, account 
bemg taken of the current rates on the exchange market. This rate may not in any case be 
abo.-e the gold export point, such as it is fixed by Article 4. 
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Article 8. 

For the purposes of controlling the circulation, the Bank of Italy shall be required by the 
purchase or sale of gold or by int~Crvention on the foreign currency market to keep the fluctuations 
m the exchange rate of Italian currency as compared with the currencies of foreign countries 
whose bank-notes are convertible into gold, within the limits laid down in the following article. 

Article 4. 

The gold export point and the gold import point, in relation to the gold parity laid down 
in Article 1 of the Royal Decree-Law of December 21st, 1927, No. 2325, are fixed by a Royal 
Decree made on the joint proposal of the Minister of Finance, the Cabinet, and the Director
General of the Bank of Italy. 

• • 

DECREE OF FEBRUARY 26TH, 1928, No. 253. 

Article 1. 

The gold export point and the gold import point in relation to the gold parity are fixed as 
follows : 19.10 lire per dollar for export and 18.90 for import. 

• • . . . . . . . 
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JAPAN. 
Japan Proper. 

[Translation.] 

THE CO~"\"ERTIBLE BANK-NOTE REGULATION. 

(~of the Council of Stale No. 18, of May 188i, amended by the Decree of the Council of State 
]l"o. 9, of.Uay I885,lmperial Ordinance No. 59, of August 1887, Lawa No. 84., of May 1885; 
ll"o. 18, of .Uarch 26th, 1897, and No. 55, oflllarch 1899.) 

Article I. 

The eonvertible bank-notes shall be issued by the Bank of Japan under Article l4r of the 
Bank of Japan Regulation and shall be eonvertible into gold coin. 

Article 2. 

The Bank of Japan shall hold, and appropriate to the reserve for conversion of the con
vertible bank-notes, gold and silver eoin and bullion 1 equivalent to the amount of the notes 
issued; provided that silver coin and silver bullion shall not exceed one fourth of the total amount 
of the reserve. 

In addition to the notes provided for in the foregoing paragraph, the Bank of Japan may 
issue bank-notes to an amount not exceeding one hundred and twenty million yen against Govern
ment loan bonds, Treasury bills or any other reliable securities or commercial bills. 

Should an increase in the circnlation of money be deemed necessary according to the condi
tions of the market, the Bank of Japan may, in addition to the issues provided for in the two 
foregoing paragraphs, issue bank-notes, with the authorisation of the Minister of Finance, 
against Government loan bonds, Treasury bills or any other reliable securities or commercial 
bills. In such case the Bank of Japan shall pay a tax on the issues at the rate of not less than 
five per centum per annum; provided that the actual rate shall be determined on each occasion 
by the ~linister of Finance. 

Article 8. 

The convertible bank-notes shall be freely current for the payment of taxes, custom duties 
and all other transactions. 

Article 7. 

The Bank of Japan shall take gold coin on demand in exchange for bank-notes, free of 
charge, at its head office and branches. · 

• • • • • 

1 So silver coin or bullion baa been included in the reserve since 1905. 
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THE BANK OF JAPAN REGULATION. 

(Decree of the Council of State No. 82, of June 1882, amended by Law No. 61, of Auguat 1890.) 

Article 14. 

The Bank of Japan has a right to issue bank-notes; provided that, when an issue of bank
notes is to be authorised, special regulations shall be made and promulgated. 

[Official Tramlation.] 
COINAGE LAW. 

(Law No. 16, of March 1897, aa amended by subsequent Laws.) 

Article 1. 

The power of minting and issuing coins resides in the Government. 

Article 14. 

Individuals may have gold bullion coined on application to the Government. 

[Translation.] 
LAW No. 55, OF MARCH 1899. 

The Bank of Japan shall pay a tax at the rate of twelve and a-half per mille per annum on 
the monthly average amount of its convertible notes issued against securities under the second 
paragraph of Article 2 of the Convertible Bank-Notes Regulation; provided that the Bank shall 

· be exempt from the payment of this tax on notes issued for advances to the Government or other 
party in compliance with a special order from the Government at an interest of ten per mille 
or less per annum or without interest. · 

Chosen. 

[Translation.] 
THE BANK OF CHOSEN LAW. 

(Law No. 48, of March 1911, amended by Laws No. 28, of March 1918, and No. 21, of July 1924.) 

Article 21. 

The Bank of Chosen may issue bank-notes; provided that, with regard to the forms and 
kinds of the bank-notes, the Bank shall obtain an authorisation from the Governor-General of 
Chosen. 
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The bank-notes provided for in the foregoing paragraph shall be payable during business 
hours at the head office and branch offices of the Bank of Chosen in ~old coin or convertible 
bank-notes (viz., the Bank of Japan notes-Nippon Ginko notes); provided that, at the branch 
offices, payment may be delayed for the time required for the arrival of the reserve from the head 
office. 

Article 22. 

The Bank of Chosen is required to hold and appropriate to the reserve for payment of its 
bank-notes, an amount of gold coin, gold and silver bullion, or convertible bank-notes equal 
to the amount of the issue of its bank-notes; provided that silver bullion shall not exceed one
fourth of the total amount of this reserve. 

In addition to the notes issued against the reserve provided for in the foregoing paragraph, 
the Bank of Chosen may issue bank-notes to the amount of fifty million yen against national 
loan bonds, or any other reliable securities or commercial bills. · 

Should the circumstances of the market require a further issue of bank-notes in addition 
to the issues provided for in the two foregoing para,IYl'llphs, the Bank may, with the authorisation 
of the Governor-General of Chosen, issue bank-notes against national loan bonds, or any other 
reliable securities or commercial bills. In the above case, the Bank shall pay a tax on the issue 
at a rate which shall be determined from time to time by the Government and which shall be 
not less than five per centum per annum of the amount of the said issue. 

Article 23. 

The bank-notes issued by the Bank of Chosen shall be current without any limit in the 
territories under the jurisdiction of the Governor-General of Chosen. 

DECREE OF THE GOVERNOR-GENERAL OF CHOSEN. 

(No. 146, of1911.) 

Article 8. 

\Then the Bank is required to exchange gold coins or the Bank of Japan convertible notes 
for its bank-notes, the head office and branch offices in Chosen of the Bank of Chosen shall 
exchange the same free of charge. 1 

Taiwan. 
[Tra118lation.] 

THE BANK OF TAIWAN LAW. 

(Law No. 88, of Aprill897, amended by Law• No. 17, of June 1901, No. 34, of March 1902, No.8, 
of Felml.ary 1906, No. 46, of Aprill910, No. 7, of March 1914, No. 27 of March 1918 and 
:Xo. 68, of April1922.) ' ' 

. . . 
1 The Bank of Chosen ia at present under these requirements. 
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Article 8. 

The Bank of Taiwan may issue bank-notes with face values of one yen and above. 
The bank-notes provided for in the foregoing paragraph shall be payable in gold coin during 

business hours at tlie head office and branch offices of the Bank of Taiwan; provided that, at the 
branch offices, payment may be delayed for the time required for the arrival of the reserve from 
the head office. 

Article 9. 

The Bank o£ Taiwan is required to hold and appropriate to the reserve for payment an 
amount in gold and silver coins or bullion equal to the amount of the issue of its bank-notes. 

In addition to the notes issued against the reserve provided for in the foregoing paragraph, 
the Bank of Taiwan may issue bank-notes to the amount of twenty million yen against Govern
ment pa.Per money and bonds, convertible bank-notes, or any other reliable securities or 
commercial bills. 

Should the circumstances of the market require a further issue of bank-notes in addition to 
the issues provided for in the two foregoing paragraphs, the Bank may, with the authorisation 
of the Minister concerned, issue bank-notes against Government paper money and bonds, 
convertible bank-notes, or any other reliable securities or commercial bills. In the above case, 
the Bank shall pay a tax on the issue at a rate which shall be determined from time to time by 
the Government, and which shall be not less than five per centuni per annum of the amount of 
the said issue. 

Article 10. 

The bank-notes issued by the Bank of Taiwan may be tendered for payment to the Govern
ment in the area under the JUrisdiction of the Governor-General of Taiwan. 
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LATVIA. 

STATUTES OF THE LATVIJAS BANKA. 
[ Tramlatiott..) 

• . . • • 

Article 13. ' 

The Latvijas Banka (Bank of Latvia) shall have the sole right to issue paper money. Notes 
shall be issued in " lats" and must be covered for their full nominal value as follows : 

1. U the amount of the issue does not exceed one hundred million lats, by gold 
or stable and sure foreign currencies for at least fifty per cent, and the remainder by 
reliable short~term bills of exchange; 

2. U the amount of the issue exceeds one hundred million lats but is not more 
than one hundred and fifty million lats, the amount in excess of one hundred million 
lats must be covered to the extent of seventy-five per cent by gold or stable and sure 
foreign currencies and to the extent of twenty-five per cent by reliable short-term 
bills of exchange; . 

8. The amount of the issue exceeding one hundred and fifty million lats must 
be fully covered by gold or stable and sure foreign currencies. 

Article 1 '· 

U the holder so requests, the Bank must at any time exchange notes for gold. Gold must 
be paid on demand at the rate of 0.2903226 grammes of fine gold per lat, in exchange for bank-notes. 

. . . . 

LAW CO~CERNING STATE TREASURY NOTES. 

(Riga, Nuvember 23, 192,. Collection of 1Aw1 No. 183, 192'.) 

[OOicial Tramlation.) 

'J?le Saeima (Parliament) has passed. and the President of the State has. promulgated the 
followmg law : 

1. The rouble treasury-notes shall be withdrawn from circulation, and treasury-notes of 
1, 2, 5, 10 and 20 Lata shall be issued in their place. 

Note.-The time of withdrawal of the rouble treasury-notes shall be fixed by the 
llinister of Finance. 

2. The total sum of the State treasury-notes in circulation shall not exceed forty-eight 
million lata. 

8. The S~te 1hall be responsible ~or the treasury-notes with all its property. In order 
to leCUre lt&bility of the treasury-notes wued, the State shall deposit its gold fund at the Bank 
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of Latvia. The value of the fund deposited shall equal at least one-fourth of the nominal value 
of the treasury-notes issued. 

4. The State treasury-notes shall be legal tender as well as the gold currency. 
Note.-Until the rouble treasury-notes have been withdrawn they shall be legal 

tender at the rate of fifty roubles to one !at, except in cases where special agreements 
were made as to other rates, before this law came into force. 

5. Wom and tom treasury-notes shall be exchanged for new ones. Regulations concerning 
the exchange and destruction of wom and tom treasury-notes shall be issued by the Cabinet 
of Ministers. 

LAW CONCERNING LATVIAN MONEY 

(Passed on the Basis of the Law of July 16th, 1919, 
with amendments and supplements of March 18th, 1925.) 

[Official Tramlation.] 

• • • • 

Article 3. 

• • 

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. 

IS 
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LITHUANU. 

[0~~] ·. 

B\"'E-L\ WS OF TliE B.\~~ OF LITIIUA'II.'IA. 

. . . . - . . . . . . . . . . . . . . . . . . . . .. . . 
..lrtick u . 

. 'l'be Bank issues anonymous bank-notes. Not less than one-third of the amount of 
a.ok-aotcs in circulation must be rovered with gold, the balance by easily realisable aecuritiet 
for oot more than their stock-exchange price. 

..irtid#. 25. . ' 
'l'be a.ok-noles of the Bank of Lithuania are State legal tender and in circulation must be 
~ oo a Jllll' with gold roin. 

lo'ate..-The procedure for the ronversion of bank-notes into gold money is to be 
fixed by tbe Yinisrer of Finance, Commerce and Industry. 

- . . . . . . . - . ~ . . . . . . . . . . . . . . • • • • 
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MADAGASCAR. 

LAW OF DECE!\IDER 22No, 1925, PROVIDING 
FOR TilE ESTABLISIHIENT OF A BANK OF ISSUE. 

Article 2. 

. .. 

The notes of the Bank of Madagascar shall be accepted as legal tender by public offices 
and by individuals within the colony and its dependencies. 

They shall en jot forced circulation as' long as it is enjoyed by notes of the Bank of France. 
During the period o validity of the annexed Agreement concerning the current account between 
the Bank and the Treasury they may be exchanged at the Bank's counters for a transfer on 
Fran<'e repayable in notes of the Bank of France at par. 

On the expiration of the period of forced circulation, the notes shall be repayable at sight 
and to bearer m specie whi<·h is legal tender in France, by the branch and agencies designated 
hy agreement between the Minister of the Colonies and the Bank. 

STATUTES OF TIIE BANK OF l\IADAGASCAR. 

Article 15, paragraph I. 

The notes in circulation must always be covered to the extent of at least one-third of their 
value by a reserve consisting of gold on the basis of the monetary definition of the franc, of 
coin which is legal tender in France, of sight deposits in foreign exchange convertible into gold 
and reckoned at parity, or of a credit in a special non-interest-bearing account with the Treasury . 

• 
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MARTINIQUE, GUADELOUPE, FRENCH GUIANA AND REUNION. 

(TNII.SIGtiotL) 

L\W RE..'"EWING THE CHARTER OF THE B.Al\"XS OF MARTINIQUE, 
GUADELOUPE. FRE.."'CH GUIANA .Al\"D REill\'ION (l\lARCH 21sT, 1919). 

. . ' . . . . 

Article '· 
L Each of the banks to which the present Jaw refers is authorised, exclusive of all other 

estahmhments.. to issue notes payable to the bearer for 500 francs, 100 francs, 25 francs and 
5 francs in the colony in which it is situated. l 

IL These notes are redeemable on demand at the office of the bank which issued them. 
llL They are receivable as legal tender in the territory of each colony both by public offices 

aDd prinlte individuals. 
IV. In the event of liquidation, the Minister of Colonies, in agl-eement with the Minister 

of Flllllllce, will arrange for the circulation and redemption of the notes of the bank. 
V. The sum of the notes in circulation must not under any circumstances exceed three 

times the metallie reserve. · 
rr The bank must not borrow on its notes. 
TIL The total sum of the bank's notes in circulation, current accounts and other liabilities 

must not exceed three times the sum of the capital and reserve funds unless the value of the 
current accounts and other liabilities be covered by cash over and above the metallic reserve 
of guanmtee. 

l"IIL The type of the notes must be approved by the :Minister of Colonies and the Minister 
ofFmance. 

The instnunents for the manufacture of the notes will be placed in the safe-keeping of the 
Bank of Fnmce. 

- . . . . . . . . . . . . . . . . . . . . • • • • 

• Tbe Law ol Kay 23rd, 1927', autbori.ed the '-ue oll,OOO..fraoe notes. 
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MEXICO. 

[Tramlation.J 

LAW CREATING THE BANK. OF MEXICO (AUGUST 25TH, 1925). 

CHAPTER 11.-IssuE oF NoTEs. 

Article 2. 

The Bank of 1\lexico may issue notes to an amount not exceeding twice the gold reserve 
in bars or domestic or foreign currency with a standard of 75 centigrammes of pure gold per 
peso; from this reserve may be deducted the quantity required by law for the cover of deposits. 
For the purposes of the present Article the cash reserve shall include the gold deposits held by 
the Bank in foreign banks and consignments of gold bars or coin in transit to the Bank. 

Article 4. 
Notes may be issued only : 

I. In exchange for domestic or foreign gold coin. 
II. In exchange for gold ingots at the rate of 75 centigrammes of pure gold per 

peso. 
III. In exchange for first-class drafts payable at sight and in gold on foreign 

countries. 
IV. On the rediscount of bills payable in gold that the Bank rediscounts with 

its associated banks. 

Notes returned to the Bank in payment of bills in its favour, or in exchange for cash or drafts' 
may not be replaced in circulation without fulfilling the requirements for issue laid down in the 
present Article. 

Article 7. 

Notes shall be paid at their face value to the bearer in gold on presentation at the Bank's 
central ollice and its branches: but the latter shall be obliged to cash only the notes which they 
have put into circulation with their stamp, and they shall pay notes issued by the central office 
or the other branches in drafts at sight drawn on the central office, without any cost to the reci
pient. Damaged notes shall be paid even when tom, provided the number, series, value and 
at least two of the necessary signatures remain legible . 

• 
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LEY GE.XERAL DE INSTITUCIONES DE CREDITO 
Y ESTABLECIMIENTOS BANCARIOS. 

Article 92. 

Deposit and Discount Banks shall be taken to mean those which engage in ordinary banking 
•1aatioos. ~in deposits :repayable at sight or at not more than 80 days' notice, discount 
rommercial bills and make loans of the same character. 

Article 93. 

(Amended by the Decree of June 6th, 1929.) 

Deposits repayable at sight or at not more than 80 days' notice shall be covered : 

L By a ~ reseJTe in domestic gold or notes of the Bank of 1\lexico which must not be 
lower than the proportion established by the National Banking Commission, with account taken 
of the particular conditions in each bank and of the general conditions in the country. This 
proportion must not be lower than 20% or higher than 33%. The decisions taken in this 
regard will come into full effect within a period which must not be longer than 60 days from the 
date on which thev were handed down. 

The llinistry Or Finance, taking the situation of the money market into account, will decide 
the c:urrency which must compose the cover for deposits made in silver or in any other currency 
~ gold. Depositors will be'notified 15 days in advance of the measures taken in this regard 
by the Ministry of Finance. 

Foreign gold coin and gold bars, the standard of which is certified by the 1\lint stamp shaD 
be counted as OLSh reserves at their intrinsic value. 

Sight deposits with the Bank of :Mexico may also be counted in the cash reserve. 
Sil¥tt coin and small change in excess of 5% of the total shall not be included in the metal 

tm•e lei'Ving as covel' for deposits except in the special case where they serve as cover for 
deposits made in silver coin or small change. 

The llinistry of Finance by means of temporary permits may authorise the inclUIIion in 
tbe o.sh reserve of consignments of gold coin or bars in transit, and sight deposits in banking 
finDs or foreign banks, pro\-ided that the latter are of first-class &tanding and that the deposits 
are dnly proved,. but the total of auch moneys or deposits must not exceed one·third of the total 
amount. of tbe metal reserve required for the cover of deposits. 

' 

(Amended by the Decree of August 25th, 1928.) 

n 'J1le remainder, up to the total sum of the deposits, shall be guaranteed by the securities 
enumerated in the following list : 

(a) Loans and discounts repayable within the Republic and of not more than six 
months' term, without possible extension. The investments ahould be in conformity 
with the pi'O'isions of Article 259. 

(b) Bills of exchange or drafts (libranzas) of not more than six months' term and 
btaring the signatures of at least two respon.~ible pei'!IOns. 

(c) Shares, bonds and other immediately realisable securities, valued at their 
current price and approved by the Ministry of l'inance in general decisions. 

(d) Sight depo!>its with credit houses and banks in the ltepublic. 
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Article 9-i. 

(Amended by the Decree of August 25th, 1928.) 

Accounts in foreign currency, giving the holder the·right to demand payment specifically 
in drafts on foreign countries shall not be lcgnll[ regarded as deposit accounts, nor therefore as 
privileged credits; however, the total amount o these accounts must be guaranteed as follows: 

I. By deposits in foreign currencies payable at sight and held in the Bank of Mexico or in 
foreign banks provided that these are of first class in the opinion of the National Banking Com
mission and that their existence is duly proved, or by an equivalent reserve in domestic gold. 
This reserve must be held in the proportion fixed by the National Banking Commission in 
conformity with Article 98, Section I. 

II: The remainder U{J to tht; full a~ount of t~e accounts by any of the securities specified 
in Sect1on II of the foregomlf Art1cle, the1r value bemg computed at the current rate of exchange; 
or by bills of the same class m foreign currencies, approved by the National Banking Commission. 

· Article 95. 

(Amended by the Decree of August 25th, 1928.) 

The credit institutions will also be required to guarantee in the manner laid down in 
Articles 98 and 9-i : 

I. The total of the sight deposits, the maturity of which is less than 30 days, and which 
are composed of domestic gold or silver, even if the depositors engage, under any form, to accept, 
at the choice of the bank, other currencies in payment of their deposits. if the bank so prefers. 

II. The total of the credit balances payable at sight or at not more than 80 day's notice in 
the form of current accounts, accounts of correspondents or others of a similar nature, and the 
sums derived from loans made by the establishment and recorded in contracts or any other 
dotument, when such sums have not been withdrawn in whole or in part by those concerned. 

LEY DE IMPUESTOS A LA 1\IINERIA. 

(PROMULGATED DECEMBER 19TH, 1929; PUT INTO EXECUTION JANUARY 1ST, 1930.) 

• 

Article 16. 

The Mint shall accept without limit gold suitable for minting presented to it by private 
persons for the purpose of coining, at the rate of $1,833.88 (one thousand three hundred and 
thirty-three pesos, thirty-three centavos) per kilogramme of pure gold, which rate shall also 
obtam for the payment of the production-tax and the minting-fee. 

Article 26. 

It is forbidden to export gold coins and metallurgical products having a fineness in gold 
of over two hundred and fifty-thousandths. 
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MOROCCO. 

(T~] 

STATUTES OF THE STATE BANK OF 1\IOROCCO. 

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

The operations of the State Bank of Morocco consist of the following transactions : 

I. The issue of bearer notes payable at sight and receivable for public dues in Morocco 
in Tirtue of the exclusivl: priv_ilege provided for under Article 82 of the General Act of the Inter
national Conferenc:e of Algeciras, Subject to the ob~tion requiring the Bank to maintain for 
a period of two years dating from ita entry into operation cash on hand equal to at least one-halt 
of its notes in circulation,. and equal to at least one-third after the expiration of said period 
of two years; at least one-third of this w: ve must be held in gold bullion or gold com. 

. . . . . . . . . . . . . . . . . ' . . . . . . . . . . 

GEXERAL ACT OF THE ~~ATIO:NAL CO~'TERENCE OF ALGECIRAS. 

- . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
.A.rtide 82. 

'Ibe Bank, which shaD have power to carry on an transactiona entering into the operationa 
ol a baDk. shaD have the exclusive privilege of issuin~ notes to bearer, payable on presentation 
and w::ciwable for public dues throughout the Moorish Empire. 

'Ibe Bank shall maintain for a period of two years, to date from ita going into operation, 
euh 011 hand at least equal to halt ita notes in circulation, and equal to at least one-third after 
the expiration of said period of two yean. At least one-third of such cash on hand ia to be 
cold biillion or gold com. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . 
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NETHERLANDS. 

l Tramlation.] 

MONETARY LAW OF MAY 28TH, 1901. 

"Staaublad" No. 182) aa amended and amplified by the Lawa of December 8181,1906 (" Staatablad" 
No. 876), July lit, 1909 (" Staaublad" No. 258), October 8181, 1912 (" Staatablad" No. 82t) 
and November 27th, 1919 (" Staallblad" No. 786.) · 

Article 1. 

The currency unit in the Netherlands is the florin. 
There are 100 cents to a florin. 

Article 2. 

The national coins are as follows : 

A. Coins which are legal tender : 

1. To any amount: 

(a) In gold: 

The ten-florin piece; 
The five- florin piece. 

Article 8. 

Any person may have gold ten-florin pieces, five-florin pieces and ducats struck at the 
(National }lint, unless this is not possible owing to work for the account of the State. 

[ O(Jicial Tra111lation.] 

TilE BANK A~T (DECREE OF SEPTE?tiDER 28TH, 1918). 

Article 18. 

(I) The notes of the Bank are payable on demand at the Head Office, the Branch Office 
and at the Agencies, excepting on the days mentioned in Article 15i of the Commercial Code . 

• • 



-282-

Jirlicl6 19. 

(1) 1D ~ or,..... or danger of 'War the obligation of De Nederlandsche Bank to pay its 
DOb!s may, by Order in Council. be suspended. 

(~) All Order in C~il as rderftd to in the first clause of this article shaD fix the period 
or such suspension. TbW period may be extended by Us as frequently as this may, in Our 
optioD. be ll« ry. 

(3) The Order in Council referred to in the first clause of this article will be withdrawn as 
SIOOil U. in Our opinion, the ,..... or danger of ,....., by reason of which it was p~aimed, has 
<eased.. 

. . . . . . . • . . .. . . 

Ji~ 28. 

Tbe proportioa or the total amount of bank-notes, bank-assignations and balances of 
cuuaJt Kft~Wlts whrh must be ~vered by ooin or bullion shaD be laid down in a Royal Decree 
to be p- ! II at the recommendation of the ~laoagement of the Bank. This decree will be 
published in the SIDIIUblG4 and, if nee mary, will be changed from time to timl'. 

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

[ Tt slgtjGII.) 

DECREE OF J'Ali."UARY 4TH, 1929. 

""---illlf tie Bugal~J«ne of Jiprill6tl, ISM, ~·· Sllulbblml" No. 18), u ammded by 1M Royal 
Dunu of J- 20tA. 1880 (" Slllabblml" .No. 118) and of July 8l.t, 1914, (" SlllaUblml" 
1\'o. BM) ~tie poportima referred to irt ..tlmde 28 oJ tile 1919 Bank LmtJ (" Sloallblml" 
Ill IS. 1\'o. 553).. . . ' . . 

' • I • • . . . . - . . . . . • 
Hereby dira:t that : 
Our abcn-e-mentiooed Decrees shall be amended as rono ..... ; 
'l'he total amount of bank-notes in circulation, bank-drafts (bankassignatii!n) and current

• • ••ml belapcys at the Nederlandsche Bank abaU alwavo. be oovered. to the extent of two-fifths -
~~or~ J- ' 

. . . • 
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NETHERLANDS INDIES. 

(Tramlation.] 

THE JAVA BANK ACT (LAW OF MARCH 31sT, 1922). 

Article I5. 

I. The bank-notes issued by the Bank are payable on demand at the Head Office of the 
Bank and at its agencies, daily at the hours fixed by the Board of Directors, except on certain 
days to be specified by the Governor-General. 

2. Payment at agencies may be deferred. however, until means of payment can be obtained 
from the head office. 

8. The Governor-General mar. release the Bank from the obligation to convert its bank-notes 
at such agendes as he may spec1fy. 

4. The Bank shall be bound, on receipt of specie which is legal tender to any amount, to 
issue bank-notes to the Government for such amount as may be required. 

5. Bank-notes shall be free of stamp duty . 

• Article 16. 

I. The holder of a note of the Bank shall be entitled only to claim payment by the Bank of 
the amount specified on the note. 

2. The Bank shall not be bound to grant indemnification for the loss or destruction of its 
notes. 

8. The Bank shall not be bound to grant any indemnification for fragments of bank-notes, 
except on such security as the Board of Directors deems necessary to prevent loss to the Bank. 

4. In the event of suspicion of fraud or at the written request of persons interested, the Bank 
may require the person presenting notes for conversion to give a receipt for them and/or endorse 
them. 

5. The provisions of Articles 226, 227 and 228 of the Commercial Code of the Netherlands 
Indies shall not apply to bank-notes. . · . 

Article I7. 

I. In case of war, or imminent danger of war, the Bank's obligation to redeem its bank-notes 
may be suspended by ordinance. 

2. The ordinance referred to in the preceding paragraph shall specify the term of its duration. 
The term may be extended from time to time as may be necessary. 

8. As soon as the war, or the danger of war, which necessitated the promulgation of the 
ordinan<:e referred to in paragraph I is t>ndt'd or past, the ordinan<'t' shall be withdrawn. 

·• 
Article 28. 

1. The proportion' or' the aggregate bank-notes, current-account balances, and other sight 
liabilitirs of the Bank whi<'h must be covl'red by specie or bullion shall be fixed by the Govt>mor
Gent>ral with our authorisation. 

2. or the obligatory metallic l't'!lerve referred to in paragraph 1, at least a part. to be fixed 
by the Governor-Gt•nernl, must be at'tually in the Netherlands Indies, and a part thereof-also 
to be fixed hy thl' Govt'rnor-G<'n<'ml-must consist of roin whieh is l<'gal temlt•r up to any amount. 

' • 
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.\GREE..~'"T BETWEE..."i THE BANK OF JAVA AND THE GOVERNMENT 
OF THE NETHERLANDS INDIES. 

(Published in the Official GfJZdU of April 29th, 1925.) 

~ President and Director of the Java Bank pledge themselves with the Govemment of 
the Netherlands J:ncms to uphold and continue the gold policy which the Bank has so far followed, 
by, illlllr Glia. the following measure-viz., that, should rates of exchange on foreign countries 
rise above the parity of the gold value, it will, except under extraordinary circumstances to be 
decided upon by the Governor-General after consultation with the Java Bank. and except for 
ubitration of exchange, if nee: ery, and as long it is in its power to do so without infnn~g 
the stipulation of the Java Bank Act, make its gold supply available for issue on the basas of 
1,653..-&-1 t1orin5 per kilogramme fine for bars and at corresponding prices for minted gold. 

lll.''"T LAW OF OCTOBER 31sT, 1912 (AME..VDED BY THE LAW 
OF NO\'L'IDER 27TH, 1919). 

.. . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Article 2. 

The following shall be legal coin in the NelherlatwU lruliu: 

(..!) Being legal tender : 

(1) For the payment of any amount: 

(a) In gold: 

The l~den (10-florin) piece; 
The 5-gulden (5-florin) piece. 

. . . . . . . . . . . . . . . . 
(B) Not being legal tender: 

The gold ducaL 

. . . .. . . . . . . . . . . . . . . . . . . . . . . . 
Article 5. 

The 1~ (10-florin) piece, the 5-gulden (5-florin) piece, the gold ducat, the rix-dollar 
the~- (florin) and th~ ha1f~en (half-florin), referred to in Article 2, are coi111 of th~ 
den«wnmations as defined m the comage Law of 10011. . 

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

• 'Jbe ftln-aut J1 trN ol the Coinage Act of 1901 wiD be found under The Netherlanda •. 
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DECREE OF THE GOVERNOR-GENERAL No. 229 (JlTh'"E 25TH, 1928). 

It is hereby agreed and decided: 

(1) To abrogate Article 2 of the Decree of August 5th, 1914, No. 2.x (State Gazette, 
No. 588) and the Decree of 1\lay 8rd, 1924, No. l.x (SUire Gazette, No. 207); 

(2) To provide, by Royal authorisation, that the total sum represented by bank- · 
notes, current credit accounts and other liabilities of the Bank of Java which must be 
met on demand, must be covered by specie or bullion to the extent of two-fifths; 

(8) To provide that at least three-fifths of the compulsory metal cover stipulated 
in Article 2 of the present Decree must be in the Netherlands Indies and that at least 
a quarter of the said metal cover must consist of coin which is legal tender to any 
amount. -
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NEW ZEALAND. 

THE BA~l\:IXG ACT OF 1908. 

Article 8. 

The Gonmor may by Proclamation declare that .any bank in~I'J><?rated by Royal charter 
or letters patent, and empowered to carry on the busmess of bankin~ m New Z~and, and to 
issue. and circulate therein bank-note.s of the bank, may lawfully ISSUe and ctrculate such 
notes within New ZE-aland, but subject to the provisions and restrictions in such charter or !etters 
patent contained. 

Article 9. 

All bank-note.s of a bank heretofore or hereafter issued, circulated, or re-issued in New 
Zealand by a bank under authority of this or any other Act of the General Assembly. shall •. to 
the amount of the issue authorised, be a first charge on all the property of that bank (mcludmg 
the paid-up capital, uncalled capital, and reserve fund), being assets. for the payment of debts 
or other obligations contracted or entered upon, or due and ~ayable m Ne~ Zealand; and. shall 
be payable in gold only at the office of the bank at the place of tssue of the said notes respectively, 
anything contained in any othM" Act notwithstanding. 

THE BA..'\'KIXG Al\IE~"'DMENT ACT OF 1914. 

Article 2. 

I. The Governor in Council may from time to time, as he thinks fit, by Proclamation declare 
that the note.s payable on demand by any bank therein named, and then issued or thereafter 
to be issued or re-issued within New Zealand under any lawful authority in that behalf, shall 
during the period limited by the Proclamation be everywhere within New Zealand a good and 
legal tender of money to the amount therein expressed to be payable. 

2. No such Proclamation shall be made unless the Governor in Council is satisfied : 

(a) In the case of a bank having its head office situated in New Zealand, that, 
as between the bank and its creditors, the assets of the bank exceed its liabilities by 
at least the amount of its paid-up capital; and 

(b) In the case of a bank having its head office situated outside New Zealand, 
that, as between the bank and its creditors, the assets of the bank within New Zealand 
exceed its liabilities therein. 

~- Befo~ making any such Proclamation the Governor in Council may require that adequate 
security be gwen by the bank for the performance of.the condition that the bank shall pay all 
such JKJU:s of its own ~e in gold on prese~ta~ion at the office of the bank at the place of ISsue 
oft~ said note.s. respec_tively after the expl.l'alton of tht; period limited bT any onginal Procla-. 
mation under thiS sectton, or by successtve Proclamattons thereunder i more than one. 

• • 
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Article 4. 

At any time within six months after the expiration of the period limited by an original 
Proclamation under section two hereof, or by successive Proclamations thereunder if there 
have been more than one, the :Minister of Finance, on being satisfied that a ·bank-note covered 
by any such Proclamation has been duly presented for _Payment at the bank issuing the same 
and has not been paid, shall, without further appropriation than this Act, pay the same in gold 
to any bona fide holder, not being a bank, who may present the same for payment at the Treasury. 

Article 6. 

During the period limited by any Proclamation under this Act, the exportation of gold 
shall be prohibited unless with the consent in writin~r of_ the Minister of Finance. Such consent 
may be given subject to any conditions or restrictiOns • 

. . . • 

. . . 

THE FINANCE ACT OF 1919. 

' . 
PART I. 

Article B. 

Section 8 of the Banking Amendment Act, 1914 (relating to the exportation of gold 
Crom New Zealand), shall not, after the commencement of this Act, apply with respect to the 
exportation of uncoined gold. · 

. . . . • • • • 



-288-

NORWAY. 

[Tratl8lation.] 

LAW OF APRIL 23RD, 1892, WITH SUPPLEMENTARY LAWS GOVERNING 
THE BANK OF NORWAY. 

. . . • • • • • 

Article 6. 

_ The Bank of Norway has the sole privilege of issuing bank-notes to bearer, involving the 
obligation on its part to repay them at sight in gold specie (kroner) at their face value. 

• • 

Article u. 

Gold specie may be exchanged for bank-notes both at the Head Office and at such branches 
as the Supervisory Board may designate for this purpose. 

H the sum to be refunded by the Bank is not exactly equivalent to a value in gold coin, 
the difference shall be paid in silver or other fractional coins. 

Both at its Head Office and at its branches, the Bank is required to exchange its notes 
for gold coin (crowns); it is also required, both at its Head Office and at the branches desig
nated by the Supervisory Board for this purpose, to exchange its notes for gold bullion, assayed 
as to fineness, in accordance with the decision resting with the Supervisory Board, at the price 
of 2,480 kroner per kilogram of fine gold, less l% cost of minting. 

LAW OF AUGUST 18TH, 1914. 

Article 7, Third paragraph • 

. ~the case of a ~~e emergency, the Crown may decide that the redemption of bank-notes 
athet SJgbankt shall be proVISIOnally suspe_nded. Notwithstanding this suspension of repayment of 

-notes, the latter shall contmue to be legal tender. 

. . . 
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LAW OF NOVEMBER 26TH, 1920. 

• • • • • • • • • • • • 

.Article 9. 

The Bank may issue bank-notes for an amount ~uivalent to its gold reserve and for 
a further sum not exceeding two hundred and fifty million kroner. 

The Bank's gold reserve consists of gold, minted or unminted, which the Bank has in safe 
keeping or which is in the possession of the Government Mint for the ~ank's account. 

.Article 10. 

In the case of a serious emergency, such as a war, menace of war, or serious financial crisis, 
the Crown may, with the subsequent approval of the Storting, authorise the Bank to issue 
bank-notes for a further sum not exceedmg that fixed in the authorisation. The authorisation 
shall be given for a definitive period or until it is withdrawn by the Crown. 

'l'he Bank must pay a tax to the Treasury on the value of the notes issued under the author
isation given in accordance with the present article. This Tax shall be calculated on the amount 
of notes in circulation at the time of publication of the financial return (Article 87) and for 
the period which has elapsed since the previous publication, and it shall be paid at a rate of 
interest 1% below the discount rate of the Bank at the time of publication of the last-mentioned 
financial return. 

. . . • 

LAW OF APRIL 17TH, 187'5, ON THE MONETARY SYSTEl\l • 

• 

.Article 9. 

Any person who delivers to the Office of the Government Mint gold in such quantities and 
of such nature as may be stipulated by Royal decree, shall be entitled to receive without undue 
d~lay minted 10-krone r,ieces on payment of£% of the value of the amount minted, and 20-krone 
pteces on payment of! Yo of such value. 

19 
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PALESTINE. 

REGULATIONS OF AUGUST 2ND, 1926, DEFINING THE CONSTITUTION, 
DUTIES A..L'\1> POWERS OF THE PALES TINE CURRENCY BOARD. 

• • . . . . . . • • • • 

Article 1. 

The Board will, when required, arrange for the issue ~ notes tendered in P!llestine 
of drafts or telegraphic transfers payable in sterling in London at a charge not excee<h.ng one 
per cent. It may vary the charge from time to time within this limit. and may make dt!fcrent 
charges for drafts and telegraphic transfers. . · 

Article 8. 

The Board may fix such minimum limits of value as it thinks fit from time to time for the 
transactions referred to in the last two preceding regulations. 

Article 18. 

Proceeds of the sale of coin and currency notes and all other revenue of the Board shall, 
after the necessary deductions have been made for all expenses, and for any contributions made 
to the revenues of Palestine under Section 19 of these regulations, be credited to a fund herein
after referred to as the Currency Reserve Fund. Any losses which may be incurred will be 
debited to the Fund. 

Article U. 

The Board may invest its funds in securities of the Government of any part of His Majesty's 
Dominions or in such other manner as the Secretary of State may approve. The extent to 
which investments may be made will be left to the discretion of the Board, whose duty it will 
be to hold. subject to any directions which may be received from the Secretary of State, 
a proportion of its reserve in a liquid form. 

Article 15. 

The Board shall submit half·yearly to the Secretary of State a statement of the position 
of the Currency Reserve Fund on the last day of the half-year, including a statement of securities. 

Article 16. 

The .Board shall cause ~be published half-yearly in the Official Gazette of the Government 
of Palestme an abstract ahowmg (a) the whole amounts of coin and currency notes in circulation 
on the last day of ~he half-year; (b) th«: total. amount of the Currency Reserve Fund of the 18id 
day; (e) the noDllDal value of, the pnce patd for and the latest known market price of the 
securities forming the investment portion of the Currency Reserve Fund. 
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. .Article 17. 

The accounts of all the transactions of the Board will be audited thY the Colonial Audit 
Department. · 

.Article 18. 

The Board will submit annually for the approval of the Secretary of State a statement of 
its transactions during the preceding year • 

.Article 19. 

The Board mar, with the approval of the Secretary of State, pay any sum which it thinks 
proper out of the mcome from its invested funds by way of contribution to the revenues of 
Palestine. 

.Article 20. 

When the Board is satisfied. and shall have satisfied the Secretary of State, that its reserves 
are more than sufficient to ensure the convertibility of the currency, and to provide a reasonable 
reserve against possible depreciation, the Board may pay over the whole or part of the surplus 
amount in aid of the revenues of Palestine. 
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PARAGUAY. 

[Traft8latiott.] 

LAW No. 182, OF JANUARY 26TH, 1916. 

Article 1. 
' 

An institution to be known as the Exchange Office shall be set up for the following 
purposes: 

(a) To buy and sell minted gold; 
(b) To issue, exchange and convert notes. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . 
Article 8. 

The Exchange Office may buy and sell minted gold and shall be authorised. to constitute 
gold deposits abroad for the purpose of tra~sfers an~ ~ accep~ advances agamst the funds 
assigned to it under this Law, m agreement With the }fimstry of Fmance. 

Article 4. 

For its. gold purehasing operations, the Office shall have the following funds in paper : 

(a) Ten million pesos which are legal tender, representing the remainder of the 
issue authorised by Law No. 90, of August Uth, 19U; 

(b) The amount realised by sales of gold; 
(c) The funds available in the Agricultural Bank. 

Article 5. 

For its gold seDing operations, the Office shall have the following funds : 

(a) The gold proceeds of the exports of the Agricultural Bank; 
(b) The gold obtained in accordance with the present Law; 
(c) The entire gold revenue of the State; · · 
(d) Such ~ther resources as may be assigned to it by subsequent laws. 

Article 6. 

The Treasury Directorate shall draw on the Exchange Office in gold or paper, at the selling 
rate, to the amount of its receipts from the fiscal revenue referred to in paragraph (c) of Article 5; 
the Agricultural ~ank shall likewise draw .in paper, also ~t the selling rate, against its gold 
payments and against the payments made m accordance With paragraph (c) of Article 4. . 

Article 9. 

The following shall be assigned to the conversion funds : 

(~ Six hundred thousand gold pesos from the conversion funds referred to in 
Law No. 96, of September 25th, 1914; 

(b) The duty of one gold peso on each cow-hide exported once the Government'• 
debt to the Bank of the Republic hal been discharged; ' 
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. 

(c) The additional duty on the export of hides imposed by Law No. 172 of 
December 24th, 1915; 

(d) The balance of the loan authorised by the Law of November 28th, 1912; 
(e) Such other resources as may be assigned by subsequent laws. 

Article 10. 

The date and rate of conversion shall be fixed by another law. Pending the promulgation 
of tha~ law, the Office may employ the conversion funds for authorised buying and selling 
operations. 

Article 11. • 

As soon as conversion begins, the Exchange Office shall deliver upon request minted gold · 
in exchange for notes which are legal tender. The latter shall not be put back into circulation 
except in exchan~e for minted gold. The Office shall likewise be required to exchange minted 
gold for notes wh1ch are legal tender and which it shall issue for the purpose when the quantity 
of notes in circulation is inadequate. 

Article 12. 

The Exchange Office shall destroy each week by fire the proceeds of an additional import 
duty which shall be established by the Law relating to the General Budget. 

Article 18. 

As from the entry into force of the present Law, the exportation of cow-hides, tobacco, 
mate and tannin shall be subject to the following conditions : In addition to the duties fixed, 
the exporter shall remit to the Exchan~e Office up to 20 %of the current price of the said articles 
in consuming markets in minted gold, m cash or in bills at not more than ninety days' date and 
shall receive in exchange paper money at the rate of sale of gold by the Office, subject to a 
deduction not exceeding • %· -

DECREE No. 4580, OF MARCH 20TH, 1916. 

Article 1. 

The Ministry of Finance shall take the necessary steps to see that all fiscal gold revenue 
shall be placed to the account of the Exchange Office for the purposes of Articles 5 and 6 of 
Law No.182. 

Article 2. 

The Exchange Office shall take over the sum of seven hundred and fifty-seven thousand, 
eight hundred and twenty-seven pesos, forty-two centavos in minted gold ($757,827.42) depo
sited with the Bank of the Republic, in accordance with Decree No. 2543, of December 21st, 
1914, for the purposes of Article 9, paragraph (a), of Law No. 182, and the General Treasury 
shall be credited with the sum of one hundred and fifty-seven thousand, eight hundred and 
twenty-seven pesos, forty-two centavos in minted gold ($157,827.42), in accordance with 
Article 8 of Law No. 198. ·- · 

• • • 



DECREE No. 4717, OF APRIL 7TH, 1916. 

Article 1. 

The Directorate of the Exchange Office shall take over, after an inventory has been taken, 
the ll~ted notes and funds for exchange held by the Treasury of the National Debt Section of 
the Agrieultural Bank of Paraguay. · · 

Article 2. 

The Exchange Office is authorised to employ the above-mentio~ed notes, details of which 
appear in the accounts of the Agricultural Bailk, for the purposes stipulated by the law. 

Article 8. 

Unsigned notes intended to be put into circu1ation shall have the signatures of the President 
and Manager of the Exchange Office lithographed on them. · · 

Article 4. 

Hencefonrard, the Directorate of the Exchange Office shall be responsible for the control 
of the notes intended to be burnt and shall send a copy of the relevant documents to the General 
Accounts Department and Directorate of the Treasury. 

Article 5. 

The Exchange Office is authorised to render valid and put into circulation, as and when its 
o.-ations require, the printed notes now in the Treasury for its account; it shall arrange for the 
numbering of the notes in ascending order and shall comply with the other formalities laid down 
in Article a. 

DECREE No. 4757, OF APRIL 12m, 1916. 

Article 1. 

The D~rate of the Ex~han!!e ~c;e is auth~rised to fix, in ~ts of coin for each parti-' 
cu1ar case and m agreement 'With tlie Ministry of Fmance, the quantity of minted gold in coin 
or bills to be remitted by each exporter, within the limits laid down in Article 18 of Law No. 182. 

Article 2. 

As 100n as the a~ve-mentioned provision C?mes into force, no shipment of cow-hides, 
tobacco, ma~ or tanmn ~or export shall. be authoris;ed by the Customs of the Republic without 
tbe pres;entatwn of a certdica~ on a pnnted form, ISSued by the ExchanJe Office or agencies of 
the A_gru:u1~ Bank aut~ for !he purpose, stating that the provisiOn of Article 18 of the 
law m questwn baa been complied 'With. 

. - • • • . . • . . . 
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DECREE No. 4882, OF APRIL 24TH, 1916 • 

.Article 1. 

AB from May 1st next, all fiscal gold revenue, with the exception of the export duty of one 
gold peso on hides, collected in bond!l for account of the Bank of Paraguay, shall be deposited 
with the Exchange Office and placed to the " General Treasury " account, the fiscal forms stipu
lated by Decree No. 4757 being employed and the credit note sent to the General Directorate 
of Taxes for the corresponding en~ry to be made . 

.Article 2. 

The General Directorate of Taxes shall ~ve instructions for the monthly liquidation of the 
proceeds of the additional duty on hides rmposed by Law No. 172 and earmarked for the 
conversion funds, and these proceeds shall be transferred to the Conversion Office by order of · 
the Ministry of Finance and through the General Accounts Department. 

.Article 8. 

The Directorate of the Treasury shall draw, on the gold dej>osits referred to in Article 1, 
through the Ministry of Finance, for the payment of the gold liabilities of the State, or for conver-
sion into paper which is legal tender. . · 

.. 

DECREE No. 4862, OF 1\IAY 1sT, 1916 • 

.Article 1. 

AB from this date, import and excise duties and any sum owing to the Treasury which the 
debtor prefers to pay in paper which is legal tender, shall be collected at the rate fixed by the 
Exchange Office. 

.Article 2. 
> 

For the purposes of the preceding article, the Exchange Office shall communicate daily to 
the Ministry of Finance and the General Direftorate of Taxes the rate fixed for that day, which 
shall hold good for the following day for the collection of fiscal duties. 

• • • • ' . . . • • 

LAW No. 550, OF OCTOBER 28RD, 1928 • 

.Article 1. 

The Exchange Office shall be authorised to issue notes which shall be legal tender, against 
minted gold at the present rate fixed by the Office. The Exchange Office may likewise deliver 
minted gold on request in exchange for notes which are legal tender, at the rate of the issue made 
in accordance with the present Law. 

. Notes redeemed in this way shall not be put back into circulation except in exchange for 
mmted gold. . 
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Artick 2. 

For the application of the present Law, the Exchange Office may arrange to have notes 
printed abroad at its e."tpense. • . 

Artick 8. 

Pending the arrival of the notes from abroad; the Exchan~ Office may use! for the purpose 
of applying the present Law, the notes earmarked for exchange m accordance w1th Law No. 468, 
of December 8oth, 1920. . 

Artick 4. 

The regulations giving effect to the present Law shall be issued by the Federal Executive, 
which shall supervise its application. 

. . 

COINAGE LAW, 1930. 

' Article I. 

The peso of 16 grammes, 129 thousandths of gold, with a fineness of 900 thousandths and 
100 thousandths of alloy, known as the Paraguayan peso, shall be the monetary unit.for Paragu_ay. 

Artick 2. 

The Paraguayan gold peso shall be divided into 100 centavos. 

Artick 4. 

In relation to the Paraguayan gold peso, the Paraguayan paper peso; with its preseJJt 
multiples and sub-multiples, shall be considered legal tender within: the country, one Paraguayan 
gold peso being equivalent to forty-two dollars, sixty-one centavos ($~2.61) Paraguayan paper 
currency. 

Artick 5. 

The amount in circulation of the old issue shall be limited to the followin~ amounts : 
Nickel currency : $5,604,505; 
Notes which are legal tender: $166,351,556. 

In _add~tion, paper mo~cy already issued or which may herc;after be ~ued by the Exchange 
Office, m Virtue of Law 5a0, shall form part of the currency m cU"culahon. These coins and 
paper notes shall be legal tender throughout the country and shall accordingly be accepted at 
par up to any sum in payment of taxes and of public or private debts. 

Artick 6. 

Nickel C?ins and ';lotes up ~- $10 n~minal value inclusive, at present in circulation, shall be 
regarded as ~co':lvertlble subs1dmry CO!JIS· Cons~uently, they shall not be accepted by the 
Ex«;hange Office m JiiB~ent of gold coms or foreign exchange payable in gold nor shall they 
be JSSUed by the Office m exchange therefor. ' 
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Article 8. 

The Exchange Office shall be responsible for the currency at present in circulation. It 
shall have the sole right to print, issue and exchange paper notes or to issue subsidiary coins 
with the approval of the Federal Executive. 

Article 9. 

The Exchange Office, in conjunction with the Federal Executive, shall decide as to the 
advisability and date of introducmg the Paraguayan gold peso as a basis for the international 
exchange of the paper money in internal circulation. · 

' 
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PERSIA. 

LAW OF THE 24TH MEHR. 1805 (SOLAR) 1• 

Article l. 

The e."q>Ort from the frontiers of gold and silver, whether coined or in the. form of. bars. 
dust and the like, is strictly prohibited. However, each traveller may have about h.m a maxunum 
of 11 tomans' worth of coined gold and silver when travelling across the frontier. 

Article 2. 

As for the export of manufactured articles in gold and silver, to which the {lrohibition 
mentioned above does not apply, the lllinistry of Finance shall insert definite provisions in the 
Regulations to be made for the execution of the present law. . ' 

• 

The present law, comprising three articles, is sanctioned by the National Consultative 
Assembly in their meeting of the 24th, lllehr, 1305 (solar). 

[Trarulatiota..] 

LAW OF THE 23B.D ESF AND, 1807 {SOLAR) 1• 

Article 1. 

The import of coined gold and silver is free and exempt from Customs duties. 
Nate.-From this date on, the minting in foreign countries of coins current in Persia is 

forbidden and the import of these coins will no longer be authorised. . 

Article 2. 

The export of silver coined or in bars or in dust is forbidden, exception being made for 
· works in silver of Persian or foreign make as well as for foreign coins. 

Nate.-Each traveller may export with him up to 12 tomans in silver coin. 

Article 8. 

are ~~rions of the arti.c~ea of ~e La~ of the 24th ~lehr, 1805 (solar), which concern allver 

T e present 'law, compnsmg artJCies, 11 approved by Parliament in ita meeting of the 
23rd Esfand, 1307 (solar). . 

I October 17th, 1926, 
•:March 14th, 1929. 
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PERU. 

(Trllfl81atiorl.] 

LAW No. 4500, OF MARCH 8TH, 1922 • 

• 

Article 14. 

When the international financial situation becomes normal, the Federal Executive, on 
application from the Directorate of the Bank, shall authorise the Bank permanently to convert 
bank-notes in the manner laid down in the preceding article. 

.Article 15 • 

. . • •. • 

2. Furthermore, as an additional guarantee for the same, the Bank shall retain promissory 
notes, drafts. bilb of exchange or acceptances acquired in conformity with the provisions of 
sections (a), (b), and (cJ of Article 11 or notes (pagaru) acquired in conformity with section (d) 
of the same article, subJect to the limitation that the said notes must not exceed 10 % of the 
total cover for the bank-notes. · The amount of ~ld and of funds payable in gold in foreign 
countries referred to in the said section, together ll'lth the holdings of commercial paper, shall be 
not less than the total value of notes in circulation. The Bank shall further retain in its vaults, 
as its own independent cover for its sight liabilities, a reserve in gold and balances of the character 
set forth in the preceding paragraph, which shall never be less than 50 % of the said liabilities. 
This reserve may not be taken into account when computing the amount in gold and foreign 
balances for the bank-notes. · 

. . . •• 

LAW No. 6747, OF FEBRUARY lOTH, 1980. 

The articles given below of Law No. 4500 are hereby amended to read as follows: 

• 

.Article 18. 
• 

The Bank shall have the exclusive right to issue hank-notes, for only. the following 
purposes: 

(8) For the purpose of mobilising deposits of gold coin, gold bullion or gold in any 
other form at the rate of 6 grammes 018.5 milligrammes of fine gold per coin of 10 Peru
vian dollars, and of 80 grammes 092.6 milligrammes per coin of 50 Peruvian dollars. 

Subject to the provisions of Article U, 'the said notes shall be paid, on presentation at the 
Bank's. oflice in Lima, in gold coin of the weight and fineness provided for, or m drafts on foreign 
countnes. 
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In the Iattl'r case, paymt>nt shall be made as the holder s~1all c~oose, in tell'!l'mphi<: transfers, 
in drafts {lll\·able at si.,ht or in chl'ques dmwn by the Bank m Umted States ol America dollars 
on New "\: ork or in ste~ling on London, on the basis of the gold parit_y of the currency concerned, 
deduction being made of the actual cost of transport of gold from L1ma to New York or London 
as the case may be. 

Article 15. 

1. As co,·er for the bank-notes mentioned in Article 13, the Bank shall hold in its v~ults 
gold coin and gold bars at the rate of 6 gram~~ 018.5 milligm'!lmes of fine ~ld per com of 
10 Perm·ian dollars, and of 30 gmmmes 092.6 milhgrammes per com of 50 ~eruy1an dollars, and. 
~mid exchan~re in the form of balances in dollars in New York or pounds sterlmg m London wh~se 
free e."q>Ort in gold is allowed by the issuing Government and which shall be calculated at i~ 
exchange value into gold in Lima according to the rate of the day. Th_e gt_~ld an~ balances m 
question must be l'qUal to at least 50% of the amount of the bank-notes m Circulation. 

LAW No. 6746, OF FEBRUARY lOTH, 1930. 

Article 1. 

The monetary unit of the Republic shall be the Peruvian gold dollar (sol), which shall 
contain six hundred and one thousand, eight hundred and fifty-three millionths (0.601858) of 
a gmmme of fine gold. . 

Article 2. 

Gold shall be coined in pieces of 10 and 50 Peruvian gold dollars. 
The 10-dollar piece shall be a disc 21 millimetres in diameter, and shall weigh six gmmmes 

'six hundred and eighty-seven and two-tenths milligrammes (6.6872) with a fineness of 900/1000ths 
(nine hundred thousandths), containing therefore six grammes eighteen and five-tenths 
milligmmmes (6.0185) of fine gold. 

The 50-dollar piece shall be a disc 84 millimetres in diameter, and shall weigh thirty-three 
grammeo~ four hundred and thirty-six and two-tenths milligmmmes (33.4862) with a fineness 
of 900/1000ths (nine hundred thousandths), containing therefore thirty grammes ninety-two 
and six-tenths milligmmmes (30.0921!) of fine gold. 

Article 8. 

. The remedy. for weight in ~he case of separate ?r. individual coin~ shall be 8 milligmmmes 
either way for coms of 10 PeruVl&ll dollars, and 66 milligmmmes for coms of 50 Peruvian dollars. 
In the case of quantities of one thousand coins or more the remedy shall be one-third of that 
allowed for individual coins. 

The remedy for fineness shall be on~-thousandth either way. 

Article 4. 

The Federal Power shall determine the design for the new gold currency. 

Article 5. 

There is no li'_llit ~ the a!'lount of gold which may be coined. The National Mint shall 
accept for conversion mto nabonal currency all gold handed to it, whether in bars ingots or 
~bercummcy. ' 

Article 6. 

The Federal Executive shall fix the royalty to be paid for ~oining. 
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Article 7. 

Export of gold, whether specie or bullion, shall remain free. The gold contained in ore or 
bars of other metals, in concentrates, and in any other metallurgical product whatsoever, shall 
be subject to the export tax prescribed by law. 

A.rticle 8. 

Pending the coining of the new gold currency, the Reserve Bank shall convert circular 
cheques and notes, for the needs of international exchange, into drafts on New York or London. 
The Federal Executive, on aJ.lplication from the Reserve Bank, shall give the Bank authority 
both for the previous conversiOn into drafts and for the conversion into coin (i.e., into the new 
gold currency) ot the said notes and cireular cheques. 

Article 9. 

The notes issued by the Reserve Bank, in conformity with the law establishing it, shall in 
future represent Peruv1an gold dollars, and those at present in existence may be rC~>1:amped 
while the new currency is being coined. 

Article 10 .. 

Gold currency, in conformity with this law, and the notes representing the same issued by 
the Reserve Bank shall be legal tender up to any amount. 

Article 11. 

Debts contracted in Peruvian pounds and in circular cheques or notes of the Reserve Bank 
shall be converted at the rate of 10 Peruvian dollars for each pound. 

Any agreement or transaction of whatsoever kind contrary to this provision is hereby 
declared null and void. · 

Article 12. 

Gold which, by reason of the new gold standard established by the present law, remains as 
a surplus, shall be left at the disposal of the Reserve Bank, the whole of it being available for 
purposes of stabilisation or increase of the note issue • 

.Article 13. 

The silver Peruvian dollar, minted in accordance with the laws in force, shall have the same 
legal value as the gold Peruvian dollar, but shall onl;r be legal tender up to 100 Peruvian dollars. 
The State shall have the sole right to mint silver comage. 

Article U. 

Previous currency laws are hereby abrogated in so far as they are contrary to the present 
law. 
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PHILIPPINE ISLANDS. 

ACT No. 2938, OF JANUARY 80TH, 1921 (AMENDING ACTS 
Nos. 2612 AND 2747). 

Section 10.-Said National Bank is hereby authorised: 

(a) To purchase or discount promissory notes, drafts an~ bills of exc~!'nge iss~ed 
or drawn for agricultural, industrial or commercial purposes, w1th the secunbes required 
by the Bank, or the proceeds of which have been used or are to be used for such purposes. 

Section 14.-Said National Bank is hereby authorised to issue circulating notes in an amou~t 
not exceeding the paid-up capital stock and surplus of said Bank plus the amount of gold com 
of the United States of Amenca held in the Bank's own vaults or to its order in the Treasury: of 
the Philippine Islands or of the United States or in solvent National Banks of the Uruted 
States or in any Federal Reserve Bank thereof; provided, however, th!'t in cases of emer~ncy, 
and subject to the approval of the Board of control, the Secretary of Fmance ma_r authoriSe the 
National Bank to rediscount commercial paper of not over six months maturity, secured by 
exports or imports, and may issue against said commercial paper circulating notes for sums not 
to exceed seventy-five ~ centum of the value thereof, the remaining twenty-five per centum 
of the issue to be deposited in lawful currency in the vaults of the Insular Treasury, as a reserve 
for their redemption. . 

Said circulating notes, if issued in cases of emergency, shall be subject to a tax in favour of 
the Insular Government of one-fourth of one per centum per month. . 

The securities described in section ten, sub-section (a), of this Act, and the proceeds thereof 
shall be held inviolable for the payment and redemption of said circulating notes. Said circu
lating notes shall be engraved and shall be payable on demand to the bearer in lawful money of 
the Philippine Islands. There shall, at all times, be held by said National Bank, a sum not less 
than twenty-five per cent of the total amount of said circulating notes issued and outstanding 
and not covered by gold coin of the United States as herein provided for in lawful money of the 
Philippine Islands. 

Said sum shall be available ouly for the purpose of redeeming the circulating notes herein 
provided for. · . . 

It is hereby further provided that, in addition to the circulating notes above provided for, 
sai~ National Bank shall have authority to ~ue its circulating notes against gold coin of the 
Uwted States to the full value thereof; proVIded, however, that such gold coin against which 
circulating notes ~ve bee~ ~ued &~!all be held by s~id Bank and used for no other purpose 
except tht; rede~ph_?n of s~ud ClrcU~tmg notes. The sa1d Bank, however, shall have the privilege 
of ~eemmg sa1d circulatmg notes m any lawful money of the Philippine Islands. Such circu
latmg notes shall be exempt from any and all taxes leVIed or assessed by the Philippine Govern
ment, or any department, division or sub-division thereof. 

- The said circulating notes shall be receivable by the Philippine Government in payment of 
all taxes, dues or other claims due or owing to said Government and shall be redeemed by the 
Bank on demand. in lawful money of the Philippine Islands, at the Central Office in 1\lanila. 

. . . . . 
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ACT No. 8058, OF JUNE 18TH, 1922 (AMENDING CERTAIN ARTICLES 
OF THE ADMINISTRATIVE CODE). 

Article II. 

Section 16ll.-The unit of value in the Philippine Islands shall be the gold peso consisting 
of twelve and nine-tenths grains of gold, nine-tenths fine; two pesos gold shall be equal in weight, 
fineness and value to the gold standard dollar of the United States. . 

Section 1612.-The Philippine silver peso and half-peso, and gold coins of the United States 
at the rate of one dollar for two pesos, shall be legal tender for all debts, public and private, 
unless otherwise specifically provided by contract. Philippine subsidiary coins of twenty 
centavos and ten centavos shall be legal tender in amounts not exceeding twenty pesos. 
Philippine minor coins of nickel and copper shall be legal tender in amounts not exceeding two 
pesos. 

Section 1618.-The lawful weight and fineness of Philippine coins shall be as follows, and 
all coins hereafter coined shall be minted in accordance therewith : · 

• 
The peso shall be ~ual to one hundred centavos and shall contain twenty grarnrnes 

of silver 800/1oooths (e1ght hundred thousandths) fine; 
The fifty-centavo piece shall contain ten grarnrnes of silver 750/1000ths (seven 

hundred and fifty thousandths) fine; 
The twenty-centavo piece shall contain four grarnrnes ofsilver 750/1oooths (seven 

hundred and fifty thousandths) fine; . 
The ten-centavo piece shall contain two grarnrnes of silver 750/100oths (se"~ren 

hundred and fifty thousandths) fine. 
. The alloy of the above-mentioned silver coins shall be copper. 

The five-centavo piece shall contain four grammes and eighty-seven centigrarnrnes 
of an alloy composed of seventy-five per cent of copper and twenty-five per cent of 
nickel; · 

The one-centavo piece shall contain five grammes and one hundred and eighty
four milligrammes of an alloy composed of ninety-five per cent of copper and five per 
cent of tin and zinc. · ·. . 

Section 1614..-At the request of the Insular Treasurer and with the approval of the Secretary 
of Finance and of the Governor-General, the coins authorised under the provisions of section 
sixteen hundred and thirteen may be coined in the amounts necessary to meet the legitimate 
demands of commerce. · . 

• • • • 

Article V. 

Ser.tion 1621.-For the purpose of maintaining the parity of the Philippine silver peso with 
the Philippine gold peso, and of keeping the currency equal in volume only to the demands of 
trade, the Insular Treasurer is hl'reby authorised and directed : 

(a) On demand, at the Insular Treasury in Manila, to sell for Philippine currency 
offered in sums of not less than ten thousand pesos or currency issued by and/or under 
the authority of the United States, offered in sums of not less than five thousand dollars, 
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' 
t'Xehange for equivalent amounts on the " Gold Standard Fund " deposited in the 
United States, charging for the same a premium of three-quarters of or~e per centum for 
demand dmfts and of one and one-eighth per centum for.telegraphlc trans~ers~ and 
the Insular Treasurer is further authorised and directed to mstruct the dcf><?s1tor1es of 
funds of the Philippine Government in the United States to sell on demand, in s~ms of 
not less than ten thousand pesos, exchange against the " Gold Standard Fund " m the 
Philippine Islands, charging for the same a premium of three quarters of one: per centum 
for demand drafts and of one and one-e1ghth per centum for telegraphic ~ransfers, 
rendering accounts therefor to the Insular Treasurer and the Insular Aud1tor. All 
such dealings in exchange shall constitute operations through the "Gold Standa~d 
Fund " hereinafter provided for. The premium charge_ fo~ drafts and telegraphiC 
transfers mentioned in this paragraph may be tempo~11:rliy mcreased ~r decr~~ed ~y 
order issued by the Secretary of Finance, should cond1t1ons at any time ex1stlng, m 
his judgment, require such action. 

(b) To exchange at par, on t~e approval o~ the Secretary of J!'~na~ce, currency 
issued bv and/or under the author1ty of the Umted States, for Ph1hppme. currency, 
and Philippine currency for currency~ issued by andfor under the author1ty of the 
United States. 

(c) To exchange, on the approval of the Secretary of Finance, United States gold 
coin or gold bars in sums of not less than ten thousand pesos or. five thousand dollars, 
for Philippine currency, charging for such gold coin or bars a premium sufficient to 
cover the expense at commercial rates of transporting United States gold coin or bars 
from New York to Manila. The Secretary of Finance shall determine the amount of 
premium required by this sub-section. 

(d) To withdraw from circulation Phili{>pine currency received in the Insular 
Treasury in Manila in the manner provided m paragraphs (a), (b) and (c) of this 
section, until said Philippine currency is paid out in response to the demands upon it 
by the sale of exchange m the United States as provided in paragraph (a) of this section, 
or until said Philippine currency is needed at the Insular Treasury for the purpose of 
effecting exchanges of said Philippine currency for currency issued by and/or under the 
authority of the United States and for United States gold coin or gold bars as provided 
by paragraph (b) of this section. , • 

(e) To withdraw from circulation currency issued by andfor under the authority 
of the United States and United States gold coin and gold bars received in the Philippine 
Islands by the Insular Treasurer in exchange for Philippine currency, or for exchange 
sold on the "Gold Standard Fund" in the United States, under paragraphs (a) and (b) 
of this section, until called out in response to the presentation of Philippine currency as 
a~ve provide~f:, or u~til a~ insufficiency of Philippine currency shall make necessary 
an mcreased comage, m wh1ch case the funds so Withdrawn may be used under this Act 
for the purpose of providing such coinage. The money so obtained shall become part 
of the "Gold Standard Fund". 

Article VI. 

Section 1622.-There is hereby constituted in the Insular Treasury a separate and trust 
fund, designated as the "Gold Standard Fund", which shall at all times be maintained in a sum 
n~t less. than fifteef! per centu!D of t~e ~oney ?f the- Government of the PhilipP.ine Islands in 
~bon and ava1lable for CJrc~latJOn, mcludmg both coin and Treasury certificates. If, at 
any !Jme, and for any reason, sa1d fund shall fall b_elow the minimum hereinabove fixed, the 
~efic1ency shall be made u~ out of any funds then m the Insular Treasury or thereafter paid 
mto the _Treasury, not spec~fically appropriated to meet the payment of the principal, sinking 
~d, or mte~t of the pubhc debt, and such amount shall be considered as automatically appro
pnated for thiS purpose, and the Insular Treasurer is hereby authorised and directed to transfer 
the necessary ~~ount to t~c: "Gold_St;an~ard Fund" to make good any such deficiency therein. 

. In determ1mng the mm1mum hm1tat1on of the "Gold Standard Fund" for any purposes in 
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this Act, the proceeds of outstanding certificate of indebtedness shall not be counted as a part 
of the fund. · 

To the fund, there shall be added from time to time the following : 

(a) All profits o_f seigniorage made by the Insular Government in the purchase 
of bull~on an~ the comage therefrom, and the issue of Philippine pesos and subsidiary 
and mmor coms, as well as all profits derived from the re-coinage of Philippine coins 
of greater weight and fineness than those prescribed by this Act; 

(b) All profits from the sale of exchange by the Insular Government between the 
Philippine Islands and the United States for the purpose of maintaining the parity of 
the Philippine silv~r peso ~th the gold standard peso;. 

(c) All premtums ansmg from the sale of mter-JSland telegraphic transfers and 
demand drafts by the Insular Treasurer in Manila upon provincial treasurers; 

(d) All net proceeds of forfeitures of silver coin or bullion the exportation or 
importation of which is attempted or affected contrary to law; 

(e) All interest or other profit from deposits made from the "Gold Standard 
Fund" in accordance with law. · 

(f) All other receipts derived by the Insular Government from the exercise of the 
functions of furnishing a currency for the Philippine Islands. 

Such fund shall not be used to pay anr of the expenses of the Government of the Philippine 
Islands or to satisfy any of the appropriations of said Government except only such expenses as 
follows: 

(a) Those connected with the purchase of bullion, the coinage of the same into 
money of the Philippine Islands, and those expenses which are incidental to such 
coinage; 

· (b) Those connected with the putting ofthe money into circulation, including the 
preparation, issue, and destruction of treasury certificates, and including additional 
compensation to the members of the committee provided for in section sixteen hundred 
and twenty-five, paragraph (g) of this Act; 

(c) Those connected with the carrying on of such transactions, by exchange or 
otherwise, as may be authorised by law to maintain the circulation of the currency of 
the Philippine Islands, and to maintain the P.arity of value between the gold standard 
peso and the Philippine silver peso and subs1diary and minor coins. 

Sectioo 1623.-The "Gold Standard Fund" shall be held in the vaults of the Insular Treasury 
in \lanila or may, in part, be held in the form of deposits with such Federal Reserve Banks or 
member banks of the Federal Reserve system in the United States as may be designated from 
time to time by the Governor-General to be branches of the Philippine Treasury for receiving 
such deposits; provided that no portion of the fund shall ever be deposited in any bank 
doing business in the Philippine Islands or in any branch or agency outside of said Islands of a 
bank doing business in said Islands, or in any bank doing business outside said Islands which 
may be controlled by a bank doing business in said Islands through the ownership of stock 
therein or otherwise; and provided, .further, that no more than twenty per centum of the fund 
shall be deposited with any single depository in the United States, except with the bank where 
the Insular Treasurer keeps his deposits in current account in connection with his exchange 
operations. Such portion of the fund as is held in the Treasury at :Manila shall be physically 
segregated in the vaults of the Insular Treasurer and kept separate and detached from all other 
funds in such vaults, and shall be under the same joint custody of the Committee as provided 
for the reserve vault in paragraph (e) of section sixteen hundred and twenty-five of this Act. 

Philippine silver coin in the "Gofd Standard Fund" may at any time be exchanged by the 
Insular Treasurer for an equivalent amount, at par of gold on deposit in the United States in 
the "Treasury Certificate Fund". 

Sectioo 1624.-Should the minimum of the "Gold Standard Fund", as hereinbefore consti
tuted, be insufficient to maintain the parity of the Philippine silver peso with the gold standard 
peso, it may be augmented by the proceeds of the sale of certificates of indebtedness as provided 
by Act of Congress of March second, nineteen hundred and three, as amended. Such proceeds 

20 
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shall then constitute a part of said Fund. As th~ public inter~t permits, the Governor-General, 
u n the recommendation of the' Secretary of Fmance, may dll'ect th~ payment from the f';lnd 
olthe principal and interest of all or any part of the certificates of mdebtedness at any trme 

outstanding. • h h dd't' 'd d The "Gold Standard Fund" shall be increased in amount throug t e a I Ions p~v1 e 
for in section sixteen hundred and twenty-two of this Act until ~he. amount of ~he ~a1~ f~nd 
shall be equal to twenty-five per centum of the money of the PhihP-pme Islands m Circillat~on 
and available for circulation, mcluding both coin and treasury certificates. Any surplus which_ 
may accumulate in the said fund in excess of the said twenty-five per centum may be tr~nsferred, 
in whole or in part, to the general fund of the Insular Treasury upon th~ recommel?dabon of ~he 
Secretary of Fmance and the approval of the Governor-General; provided that, m calculatmg 
the twenty-five per centum, the proceeds of the sale of outstanding certificates of inde~tedne~s 
shall not be included, and provided, further, that no surplus shall be so transferred while certi-
ficates of indebtedness are outstanding. · · 

Article VII. 

Section 1626.-The Treasurer of the Philippine Islands is hereby authorised, in his discretion, 
to receive at the Insular Treasury or at any of its branches, det>osits of silver pesos or half-pesos 
authorised herein, in sums of not less than twenty pesos, and to ISsue therefor treasury certificates 
of an equivalent face amount, in denominations of not less than one/eso, nor more than five 
hundred pesos. Coin so received shall be retained in the Treasury an held for the payment of 
such certificates on demand and used for no other purpose, and shall constitute a separate and 
trust fund in the Insular Treasury, to be known as the "Treasury Certificate Fund". 

The "Treasury Certificate Fund" shall, at all times, be equivalent in amount to one hundred 
per centum of all treasury certificates in circulation and available for circulation, and shall be 
constituted of silver coins received in exchange for the treasury certificates, and shall be held in 
the vaults of the Insular Treasury in Manila, and not elsewhere, provided, however, that, when 
the Government's supply of silver coin is insufficient to meet the demands of trade, gold coin of 
the United States may be substituted temporarily for silver pesos in the fund to such an extent 
as may be found necessary to release silver coins for circulation, pending the purchase of silver 
bullion for the coinage of silver coins, which silver coins shall inrmediately be substituted for 
the ~~d placed ~ the fund, an~ providt;«i, further, that, as first set up an~ ~tablished by the 
provisions of this Act, and until such trme as the Governor-General m wr1tmg may direct the 
purchase of silver bullion for the coinage of additional silver coins, the "Treasury Certificate 
Fund", instead of being constituted wholly of silver coins held in the vaults of the Insular 
Treasury in Manila, may be constituted in part of currency issued by and/or under the authority 
of the United States, held in Manila and on deposit with such Federal Reserve Banks or member 
banks of the Federal Reserve System in the United ~f:atC!' as may from time~ t!me be designated 
by the Governor-General to be branches of the Ph1hppme Treasury for receiVmg such deposits 
The "Treasury Certificate Fund" shall be segregated physically from all other funds m th; 
Insular Treasury, and it shall be held under the joint custody of the Reserve Vault Committee. 

ACT No. 8174, OF NOVIDIDER 24TH, 1924 (AMENDING CERTAIN SECTIONS 
OF ACTS. Nos. 2612, 2747 AND 2988). 

Section 3.-The G_overnf!lent of the Philipp in~ Islands hereby guarantees the final redemption 
and pa~ent of t!Ie cll'culatmg n~tes of the National Bank, and the Insular Treasurer is hereb 
authoriSed and directed to set aside from the proceeds of the bonds sold by authority of AJ 
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numbered twenty-nine hundred and ninety-nine a sufficient sum to cover the reserve required 
by Jaw for the circulating notes of the Bank, and said sum shall be deposited to the credit 
of the National Bank in a duly authorised depository or depositories of the funds of the 
Government of the Philippine Islands in the United States and shall be carried on the books 
of the National Bank as a deposit of said Government; provided, that the Bank shall not dispose 
of said circulating notes reserve except upon recommendation of the Secretary of Finance 
approved by the Governor-General. 

The National Bank shall redeem and cancel its circulating notes in annual sums as the 
Secretary of Finance, with the concurrence of the Governor-General, may- from time to time' 
determine, until the amount thereof shall not exceed the amount of the unen~:umbered paid-up 
-capital of the Bank. 

·Section 4.-The net profits of the National Bank shall be apportioned semi-annually as 
follows: 

Fifty ;per centum to a surplus fund until the latter shall equal fifty per centum 
of the cap1tal stock of the Bank, and thereafter twenty-five per centum of said net 
profits until said surplus fund shall equal the capital stock. 

The rest of the net profits shall be apportioned as follows, in the order mentioned : 

(a) To establish a special reserve for its circulating notes. This reserve shall 
finally equal twenty-five per centum of said circulating notes and shall be kept on 
deposit in a duly authorised depository or depositories in the United States and the 
Bank shall not diSpose thereof except upon recommendation of the Secretary of Finance, 
approved by the Governor-General. The Bank shall semi-annually return to the 
Government a portion of the funds taken from the proceeds of the bonds sold by 
authority of Act numbered twenty-nine hundred and ninety-nine, as provided in 
section three of this Act, equivalent in amount to the net profits set aside for its special 
reserve by virtue of this paragraph. 
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POLAND. 

[OQicial Translation.] 

. . 

DECREE OF THE PRESIDENT OF THE REPUBLIC 
DATED OCTOBER 18TH, 1927, CONCERNING THE STABILISATION 

OF THE ZLOTY. 

• 

Article 5. 

• 

The minting of gold coins is performed for account of the State Treasury, and for acc_o':'nt 
of private persons who might wish to hand over a quantity of gold for that purpose, containmg 
not less than 100 grammes of pure gold. 

. . 

DECREE OF THE PRESIDENT OF THE REPUBLIC 
DATED NOYE~IDER 5TH, 1927, CONCERNING THE CHANGE OF THE MONETARY 

SYSTEM REGULATIONS. 

Article 1. 

The Government has the sole right and exclusive privilege of minting. 

Article 8. 

The minting of gold coins for account of private persons may be done on conditions laid 
down by the :Minister of Finance and at the person's own expense, in denominations which the 
Minister may deem best for circulation. 

The coins other than the gold ones are minted exclusively for account of the Treasury . 

• 

STATUTES OF THE BANK OF POLAND . 

• • • • . . . 
Article 47. 

. The ~a~ ~hall be" obliged to give gold coins in exchange for bank-notes on demand and 
Without limitation as to amount. 

The dat4; of the beginning of the obligatory convertibility of bank-notes into gold in 
accordance WJth the !Donetary Ia~ ~hall be fi?'ed by a Decree of the Council of Ministers, issued 
on the recommendatiOn of the MIDJSter of Fmance and based on a resolution of the Council of 
the Bank. 
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Pending the establishment of convertibility of bank-notes as contemplated in the first 
section of this Article, the bank-notes shall be payable at the Bank's option in : 

(a) Gold coins; 
(b) Gold bars at the relation of 5924..4.4 zlotys to one kilogramme of fine gold; 
(c) Foreign drafts in currencies convertible into gold according to mint parity; 

the Bank is entitled to charge in such cases a premium equal to forwarding charges 
of gold from Warsaw to the locality where the drafts are payable. 

The bank-notes shall be convertible only at the Head Office of the Bank at Warsaw and 
only in amounts exceeding 20,000 zlotys. .. ' 

• • • • • 

Article 51. 

The notes in circulation and the sight liabilities of the Bank must be covered to the amount 
of at least forty per cent by the following : 

' (a) Gold in coins and bars; . 
(b) Silver at its gold value, which item however may not exceed five per cent 

of the holdinjtll of gold; 
(c) Foreign monies; 
(d) Balances with foreign banks of highest standing payable on demand or on 

not more than thirty days notice; 
(e) Cheques and drafts on foreign banks of highest standing payable at sia!:; 
(/) Bills of exchange accepted or endorsed by foreign banks of highest stan · g 

and payable within a period of ninety days. 
The assets SpE"Cified in paragraphs (c), (d), (e) and(/) must be in terms of foreign currencies 

convertible into gold. 
The Council of the Bank shall determine which foreign currencies comply with the above 

conditions. 
In calculating the net reserve the following items shall be deducted : 

(a) Sums derived from loans secured by the gold of the Bank; • 
(b) The Bank's obligations in foreign currencies payable within a period of ninety 

days. 
The Bank shall carry three-fourths of its minimum reserve requirements, calculated according 

to this article, in gold coin and bars. 

Article 52. 

Whenever the reserve ratio calculated in conformity with Article 51 shall fall below forty 
per cent, the Bank shall pay to the Treasury a tax on the excess circulation of notes above the 
sum covered to the amount of forty per cent according to the following scale : 

• 
8 C per annum if the reserve ratio falls below 40 % 
6 Y9 per annum if the reserve ratio falls below 87 % 

10 % per annum if the reserve ratio falls below 84 % 
to 80 % inclusive 

and finally, in case of a further fall, the ten per cent tax shall be increased by one 
per cent for each one per cent by which the reserve ratio falls below thirty per cent. 

The tax shall be computed every ten days in connection with the preparation of the ten-day 
balance sheets. 
. If the reserve ratio falls below forty per cent, the discount rate of the Bank must exceed 

SIX per cent by at least one-third of the rate of the tax paid to the Treasury. 
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Article 53. 

Bank-notes in circulation which are not covered by assets specified in Article 51 must be 
covered by: 

(a) Bills of exchange and other securities spec!fied in Article 55, paragraph (a); 
(b) Polish silver coins and token money, not m excess however of five per cent 

of the total amount of bank-notes issued; -
(c) Loans against securities specified in Article ~3; 
(J) Interest bearing securities as specified in Article 55, pa~agraph (e);. . 
(e) The debt of the State Treasury on account of the non~n~terest-heanng credit, 

of which the Treasury may avail itself up to the amount of 50 million zlotys throughout 
the duration of the Bank's privilege of note issue. . 

Article 54: 

The Bank will buy gold against bank-notes on demand at the statutory relation with a 
deduction of charges for minting, testing and other fees collected by the Government • 

• 0 • 

PROGRAlll\IE OF STABILISATION OF THE GOVERNl\IENT OF THE 
REPUBLIC OF POLAND 1• 

An11eol: to Part II. 

(a) Reserve Requirements.-The Reserve requirements of the Bank of Poland will, as autho
rised by the Statutes of the Bank, be increased to 40 % and such requirements will be applicable 
to both note and deposit liabilities. The Bank will carry three-foqrths of its minimum reserve 
requirement in gold coin or bullion and at least two-thirds of this gold coin and bullion will be 
carried in the vaults of the Bank, and the remaining one-third may be carried under earmark 
abroad. · 

DECREE OF THE PRESIDENT OF THE REPUBLIC, 
DATED FEBRUARY 15TH, 1928, CONCERNING THE EXPORT OF GOLD. 

By virtue of Article. ~4, paragra~h 6, of the Consti~utio~ and by virtue of the Law of 
August 2nd, 1926, authonsmg the President of the Republic to lSSue decrees with the force of law 
(J~T7Uil of Law1 of the Republic of Poland, No. 78, paragraph 443), I decree the following : 

Article 1. 

The export from t~e country of gold in the form of bullion or coin, or in moulds of a character· 
~her t~9:n that .of art1cles rea~y for use, as well as un-manufactured gold of every description, 
18 prohib1ted, With the exception of cases covered by Article 2. · 

1 The Programme of. Stabilio;ation was annexed to the Decree of the President of the Republic of 
October 13th, 111"27, and 1t has, therefore, the force of law. 
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Article 2. 

The export from the country of gold in the forms named in the preceding article is allowed, 
provided that the person taking out such gold proves that the same quantity of gold was imported 
1nto the country by him or her in any of the forms named. 

Certificates issued by the customs office or by outposts of the Treasury Frontier Control, 
testifying to the import of gold, describing the form in which it was imported, its approximate 
value or the ap_proXlm&te weight of pure gold and naming the importer, will be considered exclu
sively as sufficient proof of import. Such certificates are valid during a period of two months 
from the date of issuance and entitle the person mentioned therein to take out of the country, 
during the above-mentioned period, either the articles covered by the certificate or their equivalent 
in value or contents of pure gold, in any of the forms prohibited for export (by virtue of Article 1 ). 

Customs offices and outposts of the Treasury Frontier Control will issue certificates of 
import of gold, upon demand of the interested parties, only in cases when the gold imported 
falls within the specification of Article 1, prohibiting export. 
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PORTUGAL. 

[Trllftslation.] 

STATUTES OF THE BANK OF PORTUGAL APPROVED BY THE DECREES 
OF APRIL 18TH, 1892, AND JULY ;16TH, 1906. 

Article 18. 
The bank-notes of the Bank shall be payable on demand, both at the Lisbon head of!ice 

and at branches or agencies, without distinction. In districts where there are no agenCieS, 
the Bank shall, in agreement with the Government, arrange for notes to be exchanged through 
the District ( comarca) Revenue Offices. 

Sectioo 1.-In exceptional cases of crisis or panic involving a run on the Bank, the latter 
may, with the permission of the Government, restrict the convertibility of bank-notes whenever 
this is essential to maintain the minimum metal reserve. 

DECREE No. 4144 (APRIL 23RD, 1918). 

Article I. 

The Government is authorised to conclude a Convention with the Bank of Portugal in 
accordance with the provisions 1 of the sections annexed to the present Decree and forming an 
integral part thereof. 

•. ·-

C0111\TE!\i"TION CONCLUDED ON APRIL 29TH, 1918, BETWEEN THE BANK 
OF PORTUGAL AND THE GOVERNMENT IN VIRTUE OF DECREE No. 4144, 

OF APRIL 23RD, 1918. 

Article 1. 

The sums due as at December 31st, 1917, in respect of: 

The Pensioners and Retired Officials Loan under the terms of the Law of July 29th, 
1887, and of the Decree of December 8rd, 1891; 

The Conventions of December 4th, 1891, and July 14th 1898· 
The bills or notes of the internal floating debt discounted by the Bank for account 

of the Government,_ and the advances made to the Treasury; 
And that port1o1:1 of the balance ~f the Treasury's current account required to 

make up, together With all the above 1tems, the cash capital of 150 million escudos, 

1 These provisions are not cited here, as the Convention of April 29th, 1918, has a similar text. 
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-shall, together with their existing guarantees, and inclusive of discounted Treasury notes, 
Conn one single loan of the amount above indicated, which shall, as from January 1st, 1918, 
and during the validity of the present Convention, bear interest at 1 % perannum, discharged 
and paid quarterly, i of the proceeds being applied quarterly to the Sinking and Reserve Fund, 
created by Law No. 401., of September 9th, 1915. 

Under the :pr~sent Conve;'ltion, no alteration in th«: said notes and no other formality for 
ensuring the vahdity of the said guarantees shall be reqwred, so long as the Government has not 
substituted bonds of the consolidated public debt for the Treasury notes. 

Any loans or advances in escudos required by the Government during the state of war 
and for a further period of one year after peace has been signed, and approved by the Bank, 
shall be added to the amount fixed as above and shall also bear 1 % per annum interest, discharged 
and paid quarterly, i of the proceeds thereof being applied to the Sinking and Reserve Fund. 
Such loans or advances shall be guaranteed by bonds of the consolidated public debt at the 
stabilised market rate. 

Such loans or advances required by the Government may not exceed 150 million escudos 
before the end of 1919, and, should the period of transition extend beyond this date, and the 
State requirements necessitate further loans or advances, these latter may in no case exceed 
60 million escudos per annum, and must always be duly secured. 

These securities, like those transferred from the existing guarantees for the purpose of the 
first loan included in the corresponding section, shall be realised partially, gradually and when 
required, in accordance with an agreement between the Government and the Bank; their cash 
proceeds shall be devoted to redemption of the Government debt. These bonds may be replaced 
by other public debt bonds of a similar kind, after agreement between the Government and 
the Bank. . 

Loans and advances in gold shall not be subject to the provisions of the present section, 
and the rate of interest and other conditions affecting them shall be determined by an agreement 
between the Government and the Bank. 

Article 2. 

The amount of Bank of Portugal notes in circulation representing gold coin shall not exceed 
the amount of the Government debt, formed by the loans referred to in Article 1, and incurred 
'in accordance with these regulations plus one half of the said total amount; the latter increase 
shall, in no case, be less than one half of the debt as established at December 81st, 1917, nor 
more than I of the said debt, subject to the provisions contained in paragraph (b) of the present 
article. The amount of the notes in circulation may exceed this maximum wben it is covered 

. in accordance with the provisions of Article U._ of the Bases annexed to the Law of July 29th, 1887. 

(a) The assets assigned by the Bank as cover for the gold note circulation shall consist, 
apart from the cover formed by the Government debt in accordance with the present Section, 
,solely of the balances acquired by commercial transactions in bills or securities, easily realisable 
on an average within 8 months, and of the gold reserve. 

(b) The amount of the gold reserve shall, as a general rule, be equivalent to 80 % of the 
amount of gold notes in circulation, over and above the balance of Government debt referred 
to in this clause, and may fall to 15 % of the said excess. From the date on which the Bank's 
gold reserve reaches and remains at 25 %. the circulation authorised by the present clause may 
be gradually expanded up to them aximum, irrespective of the amount of the Government 
debt. _ 

. (c) During the period of inconvertibility, the Bank shall. have ~he right to form a reserv~, · 
Which shall be computed according to the percentages mentiOned m paragraph (b) above, m 
~ills of exchange or gold notes of Governments of recognised standing, in trade bills payable 
m gold abroad, and finally in current account deposits in foreign banks approved by the Govern
ment; the Bank shall show in its weekly reports the use made by it of this right. The reserve 
as at December 81st, 1917, and the balance of the de:posit account with the Bank of England 
at the same date shall be kept as a minimum reserve m gold coin or bullion. 
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(d) The circulation of Bank of Portugal notes representing silver coin may not exceed t~e 
amount of Portuguese silver coin held by the Bank in its vaults: S.hould, however, public 
current>y requirements compel the Bank to issue notes of small denommatlons to a greater amount 
than the silver available, the excess shall. for the purposes of the present clause, be reckoned 
in the amount of the gold notes in t>irculation. · . 

(e) In addition to the categories of notes which the Bank at l?res.ent has the right to issue, 
it may, with the approval of the Government, issue other notes if Circumstances demonstrate 
the desirability and utility of this measure. 

(/) The amount of old and new notes withdrawn from circulation under a public notice 
expiring on December 81st, 1910, and not yet presented for repayment, shall be transferred, 
as from the entry into force of the present Convention, from the note circulation account to the 
t>redit of the current account of the Treasury, the latter undertaking to redeem them at the 
Bank as and when such notes are present~ for exchange or redemption, and the Bank shall 
duly account therefor to the Government. 

(g) Notes of the Bank of Portugal shall be legal tender both on the mainland and in the 
neighbouring islands; they shall not be subject to stamp duty or to any tax. 

(h) As soon as the gradual increase of the amounts earmarked for the redemption of the 
Government debt and of currency reserves permit of a return to convertibility of notes, both 
on the mainland and in the neighbouring islands, the Government and the Bank shall agree on 
the way in which this operation can be safely and effectively carried out. 

(i) The Government reserves the right to form, by means of a deposit with the Bank, a 
fund in gold, metal or securities as cover for the circulation represented by the Government's 
debt to the Bank, the amount of which shall not be included in the percentages given in (b) 
of the present clause, in addition to any reserves already in existence which are governed by 
Law No. 404 of December 9th, 1915, and Decree No. 2 : 437, of June 9th, 1916. 

Article 7. 

The Bank of Portugal's right of issue is J?rolonged until December 81st, 1987, on which 
date the righ~ of note ~s!'le granted to the sa1d Bank by the Law of July 29th, 1887, and in 
accordance With the proVISIOns of the Jlresent clauses, shall also lapse. If, at this date, the Govern
ment has not paid its debt in full, 1t shall undertake to repay on that date the amounts due 
by it to the Bank. · 

(a). The provisions of Article 8 of the Bases annexed to the Law of July 29th, 1887, shall 
remam m force. 

' LAW No. 1074 (NOVEMBER 27TH, 1920). 
. . 

Article 1. 

The Governm~nt is auth~_>rised to conclud~ with the Bank of Portugal the arrangements 
n~~ for altermg the basiS of the c;nnventlon of. April 29th, 1918, for the sole purpose of 
ralSmg t e amount of loans ~r ~vances m escudos which the Government may at present obtain 
from the Bank above 200 million escudos. 

Article 2. 

pte iiicrease in circulation .referr~ to in the above article shall be made, as Treasury 
req~ments demand, by ~ senes of ISSues, and the Government shall immediately inform 
Parliament of the loans realised or advances obtained. 
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Article 8. 

When circ~mstances require, the G~v~rnment ma:r resolve to make temporary increases, 
the total of ·Which may not exceed 15 million escudos, m respect of the note circulation of the 
Bank of Portugal covered by gold coin, exclusive of the total of the Government debt for the 
sole purpose of protecting agriculture, industry, commerce and consumers' co-operative ;ocieties. 

Sub-paragraph.-For the purposes of applying the provisi~ns of the present article 
co-operative societies shall always have preference. ' 

LAW No. 1246 (l\IARCH 29TH, 1922) •. 

Article 1. 

The Government is authorised to conclude with the Bank of Portugal a Convention in 
accordance with the provisions 1 of the. bases annexed to this Law and forming an integral part 
thereof. · 

CONVENTION CONCLUDED ON APRIL 21sT, 1922, BETWEEN THE BANK 
OF PORTUGAL AND THE GOVERNl\IENT IN VIRTUE OF LAW No. 1246, 

OF l\IARCH 29TH, 1922. 

Base A. 

LOans or advances in escudos which the Bank may grant to the Government, and which 
will be added to those granted under Basis 1 of the Convention of April 29th, 1918, and Article 1 
of Law No. 1074, of November 27th, 1920, together with their equivalent in gold notes, in accor
dance with Basis 2 of the afore-mentioned Convention, shall not exceed the amount of 240 million 
escudos and shall be effected in the same way as previous loans or advances. 

Base B. 

The amount of gold notes in circulatiol\ to be added to the maximum laid down by Base 2 
of the Convention of April 29th, 1918, over and above the Government debt, is fixed at 80 million 
escudos; this amount shall be increased by 10 million escudos, as soon as the sum of 140 million 
escudos referred to in Article 8 of the Law ap~roving these bases, is expended, the ratio of 1 : 14 
between the increases of both circulations bemg permanently maintained. 

Base C. 

The present limit of 5 million escudos for the maximum debit to the current 
earmarked for agricultural credit operations shall be raised to 10 millions. 

account 

' These provisions are not cited here, u they eorrespcnd to those in the Convention of April 21st, 
1922. ' ' . . 
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Base D. 
The percentages, which must be deducted for the variable resel"!e fund under the speci~c 

terms of Base 8, paragraph (a) of the aforesaid Convention of Apnl 29th, 1918, shall remain 
in force. Nevertheless, the liinit of this reserve fund may be raised to ~0 %. of the Bank's 
capital without prejudice to the portion of profits accruing to the State, 1t bemg un~~rstood 
that this provision, in accordance with the terms of Base F, shall not affect the provisions of 
Article 4, section 5, of the Convention of February 9th. · 

Base E. 

In addition to the amendments to the Administrative Regulations of the Bank referred 
to in Base 6 of the Convention of April 29th, 1918, the revised Statutes of the Bank may, with 
the approval of the Government, mention in Articles 19 and 20 all modifications likely to promote 
the operations and services of home and foreign trade, industry and agriculture, without prejudice 
to the interests of the State and the security of the Bank. 

Base F. 

This Convention shall not alter previous Conventions and legal provisions except in respect 
of the points of which special mention is made. It may only be invoked to justify a claim or 
an interpretation in respect of a question not clearly defined above, and as such shall not affect 
the right laid down in Base 8 of the Convention of April 2?th, 1918. 

LAW No. 1424 (MAY 18TH, 1923). 

• 

Article 6. 

The Government is authorised to conclude with the Bank of Portugal a Convention to the 
following effect :1 

CO~"VE~"TTON CONCLUDED ON JUNE 7TH, 1923, BETWEEN THE BANK 
OF PORTUGAL AND THE GOVERNMENT IN VIRTUE.OF LAW No. 1424, 

. OF MAY 18m,.I923. 

Article 1. 

Loans or advances in escudos which the Bank grants to the Government, and which will 
be added to those granted and effected under' the terms of Section 1 of the Convention of A ril 29th 
1918, Artic!e 1 of ~w ~o. 107~, of Novembe~ 27th, 1920, and the Convention of April 2fst, 1922: 
together With their eqwvalent m gold notes m accordance with section 2 of the first Convention 
ahabollveberemadferred. to,hmay not, up to Decem.ber 31st, 1923, exceed the sum of 140 000 contos and 
s e m t e same manner .as preVIously. ' 

1~Theae provisions are not cited here, as they correspond to those in the Convention of June 7th 
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Article 2. 
' ' 

If the cash proceeds of the loan authorised by Article 8 of Law No. 1424 is sufficient, in whole 
or in part, to meet the administrative deficit of the business year 1922-23, the Government shall 
repay or write off the advances contracted by it under the said authorisation for the purpose of 
makmg good such deficits, and shall thereupon withdraw an equivalent amount of notes from 
circulation. Nevertheless, these operations shall not affect the limit of advances authorised 
by legal provisions of earlier date than the present law, it being understood that, as regards 
sinking fund payments to be made for the account of such previously authorised advances granted 
by the Bank to the Government, the latter shall only be renewed if imperatively required, and 
only for one-half of the respective amounts. 

Article 8. 

The Governmeitt shall exchange silver which is no longer legal tender, received in execution 
of Decree No. 8296 of August 15th; 1917, for its actual equivalent in gold; the said amount shall 
constitute a separate account and be kept on deposit as in the case provided for in section II, 
paragraph 1, of the Convention of April 29th, 1918, as long as the total advances of the Bank 
to the Government have not been reduced to the amount of the balance as at December Slst, 1920. 
The Bank, however, shall be immediately repaid the amount of notes issued by it for the said 
operation. 

Article 4. 

The present contractual limit of the right of issue granted to the Bank for banking operations 
shall be gradually increased by 10 million escudos for each 70 million of new advances, and must 
be reduced in the same ratio within a term which shall not exceed six months if such advances 
are reduced by repayments; nevertheless, these increases in the issue limit may be definitely 
maintained by the Bank, if the latter forms and maintains a gold reserve equivalent to 25 % of 
their value; such reserve, however, may be constituted in the manner laid down in Base 2, para
graph (c), of the Convention of April 29th, 1918-, during the period of inconvertibility. 

Article 5. 

, All the conditions of previous conventions and legal provisions not amended by Law No. 1424 
remain in force. 

LAW No. 1501 (NOVEMBER 28TH, 1923). 

Article 1. 

The Government is authorised to conclude with the Bank of Portugal a Convention in 
accordance with the provisions 1 annexed to the present law and.forming an integral part thereof. 

Article 2. 

The Government is authorised to keep the Convention of December 29th, 1922, with the 
Bank of Portugal in force until the situatmn of the Public Treasury rermits of the formation 
o~ a Central Fund for the Export Service for the immediate purpose o purchasing the relevant 
bills of exchange. · 

1 These provisions are not cited here, as they correspond to those in the Convention of December 22nd, 
l923. 
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C0::\'1"&'\"TIO~ CONCLUDED ON DECE1tffiER 22ND, 1928, BETWEEN THE BANK 
OF PORTUGAL .A11.'D THE GOVERNMENT IN VIRTUE OF LAW No. 1501, 

OF NOVE1tffiER 28TH, 1928. 

Article I. 

Loans or advances granted by the Bank to the Government up to November 15th, 1928, 
and consolidated shall be added to the loans or advances granted by the Bank of Portugal to 
the Government under the terms of Base 1 of the Convention of April 29th, 1918, Article 1 of 
Law No. IOn, of November 27th, 1920, the Convention of April 21st, 1922, and Article 6 of . 
Law No. U2-i, of May 15th, 1923. 

In accordance with the provisions of Articles 4 and 10 of Law No. 1424, of 1tlay 15th, 1928, 
the Government shall, as soon as circumstances permit, proceed to redeem the debt so contracted 
by the State with the Bank of Portugal. . 

Article 2. 

Article 6, paragraph (c) of Law No. 1424, of May 15th, 1928, section 2 of the Convention 
of April 29th, 1918, and paragraph 2 of the same section, shall be taken to mean that the provisions 
of the sub-paragraph of Article U of the Bases annexed to the Law of July 29th, 1887, shall 
apply to the gold deposit which the State is about to form in the Bank of Portugal by the sale 
of the silver it has obtained; the amount of this deposit shall be computed in accordance with 
the weight of the silver and its ~notation in London and with the official Lisbon rate of exchange 
on London on the day of publication of this law. The Bank of Portugal shall, in agreement 
with the Director General of Public Finance, sell the silver within one year at the latest; notes 
representing gold securities may be issued in advance if general requirements so demand. 

In no case shall the advance operation referred to above be for more than one hundred 
million escudos up to December 8Ist, 1923. . 

The Government shall take the necessary'' steps to reduce the debt thus owed by the 
State to the Bank of Portugal by one-third before June 80th, 1924, and shall repay it in full by 
Julv 80th, 1925. 

• H, during any week, the average rate of quotations and exchanges used for computing the 
amount of the circulation on the basis of gold securities should fall, the circulation shall in the 
following week, be reduced proportionately to the said fall. ' ' 

The provisions of this section shall not cancel the final stipulation of Article 8, paragraph (c) 
of the above Law No. 1424. - · 

I Article 8. 

H the cost of notes of the new issues should exceed three-eighths ·per cent of the interest 
a~ing to the Bank, this differe~ce shall be defrayed by the Treasury, and the rules for verifi-
cation and control of such expenditure shall be determined by common agreement. · 

DECREE No. 9505 (MARCH 17TH, 1924). 

Article I. 

The Government is authorised to negotiate an agreement with the Bank of Portugal and to 
conclude ~he rel4?"ant Convention in accordance with the bases 1 annexed to the present Decree 
and formmg an mtegral part thereof. 

~~:These provisions are not cited here, as they correspond to 'those in the Convention of March 24th, 
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,CONVENTION CONCLUDED ON MARCH 24TH, 1924, BETWEEN 
THE BANK OF PORTUGAL AND THE GOVERNMENT 

IN VIRTUE OF DECREE No. 9505 OF MARCH 17TH, 1924 . 
. ' 

Article 6. 

The reserve of silver in the Bank may be converted into gold value, which may be represented 
by gold notes in conformity with Base 2 of the Convention of April 29th, 1918, and with the terms 
of clause 2 of the Convention of December 22nd, 1923, the circulation corresponding to the 
contractual limit of the Bank's private circulation being increased by that amount. 

The increase obtained by the valorisation of silver in accordance with the provisions of the 
present clause shall have its counterpart in the Bank's liabilities, and the account relating thereto 
shall show a liability for the same sum for as long as the exchange on London is above par. 

DECREE No. 11908 (JULY 19TH, 1926). 

Article 1. 

The Minister of Finance is authorised on behalf of the State, to conclude a Convention with 
the Bank of Portugal in accordance with the provisions of the Bases 1 annexed to the present 
Decree and forming an integral part thereof. 

CONVENTION CONCLUDED ON JULY 21sT, 1926, BETWEEN 
THE BANK OF PORTUGAL AND THE GOVERNMENT 

IN VIRTUE OF DECREE No 11908 OF JULY 19TH 1926. 

Article I. 

The present· contractual limit to the right of issue granted to the Bank of Portugal for 
bankin!f operations shall be temporarily increased by 100 million escudos; this additional margin 
will be m anticipation of the sums to be obtained in virtue of the provisions of Law No. 1873, of 
May 81st, 1926, and of any judicial proceedings or any arrangements instituted or concluded , 
for the same purpose. , 

The recovery by the Bank of the whole or part of the effective yield of the above-mentioned 
~urns shall involve the elimination of a corresponding proportion of this additional margin of 
ISsue, and the notes in circulation must accordingly be reduced by an equal sum. 

The Bank of Portugal is exempt from the provisions of paragraph (b) of Base 2 of the 
C?nvention of April 29th, 1918, in respect of the gold notes issued and in circulation in conformity 
w1th the present base. 

Article 2. 

Beyond the present limit, and without prejudice to the authorisation granted in Base 1, 
the right of the Bank of Portugal to issue gold notes is increased by 100 million escudos, intended 
exclusively for bankin~ operations relating to bills or securities satisfying the conditions laid 
down in paragraph (a) of Base 2 of the Convention of April 29th, 1918. 

' These Bases are not cited here, as they correspond to those in the Convention of July 21st, 1926. 
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• 

This authorisation, which i~ llermanent, ~hall be ~ade use of by the Bank with due circum-
spection whenever market conditions render 1t expedient. , 

The securities in pounds sterling held by the Bank of Portugal, calculated at the day s rate 
of exchan , shall, for the purposes of applymg the p~sent base, serve as cover for the gold notes 
issued in ~rdance with the present base, and shall, m respect of such no~es and for. all purposes, 
satbfy the obligation imposed by paragraph (b) of Base 2 of the Convention of April 29th, 1918. 

. . . . . . . 

DECREE No. 17991 (FEBRUARY 24TH, 1930). 

Article 1. 

The Government is authorised to conclude with the Bank of Portugal, .t~rough the Minis~er 
of Finance, a contract and any conventions required to give effect to the prov1s1ons of the followmg 
articles. 

Article 2. 

The right granted to the Bank of Portugal in the conditions laid. down in t~e single section 
of Article 14 of the Base annexed to the Law of July 29th, 1887, to 1ssue notes m excess of the 
contractual limits shall be extended to include notes issued in exchange for gold securities or 
foreign currency purchased by the said Bank : 

(a) For the purpose of giving effect, on behalf of the Government, to the provisions 
of Decree No. 8439, of October 21st, 1922, granting the State the right to retain in 
whole or in part the foreign currency proceeds of exports; 

fb) For the purpose of forming, for the general economic benefit of the country,• 
and m agreement with the Minister of Finance, a special reserve intended to guarantee 
the stabilisation of the value of the national currency. 

Sub-paragraph.-The transactions effected by the Bank of Portugal for the purposes referred 
to in (b) shall not yield any profit to the Bank apart from the usual administrative charge, which 
shall be fixed at one-eighth per cent brokerage on the escudo value of the currency purchased; 
this brokerage shall be deducted from the profits accruing from transactions in such currency. 

Article 8. 

Notes issued in accordance with the provisions of the preceding article shall be compulsorily 
withdrawn from circulation whenever the gold securities against which they were issued are 
transferred. 

Article 4. 

The Bank of Portugal shall enter up gold securities purchased under Article 2 (a) and (b) 
in special ~parate accoun~, the Sta~ retaining the right to dispose of securities acquired under (a) 
after paymg the Bank their value m escudos at the rate of the day. Profits or losses resulting 
from ~p«;rations in these accounts shall be ~or the a~ou~t of th.e State, profits being credited to 
the Sinking and Reserve Fund and losses, if any, bemg Immediately repaid to the Bank by the 
Treasury. 

Sectilm 1.-An agreement between the Bank of Portugal and the Minister of Finance shall 
determine the foreign centres and the banks or bankers with whom the gold securities referred 
to in the present article shall be deposited. 

Sectilm 2.-lnterest c;redited to the ~ank on th~ deposits referred to in the /receding 
paragraph, as well as the mterest earned smce the previous December 31st by the gol balances 
referred to in Article 5, shall be credited to the Smking and Reserve Fund instituted by Law 
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No. 404. of Septem~er 9th, 1915, after deducting the cost of notes which the Bank of Portugal 
was obliged to put m circulation for the purchase of the gold securities referred to in this article, 
and after deducting the 2 l 0 /oo commission referred to in Article 38 of Decree No. 8439, of 
October 21st, 1922. . . 

Section 8.-Should the interest not be sufficient to cover the cost of the notes and the 
commission referred to in section 2, the Treasury shall pay the difference to the Bank. 

.Article 5. 

The Convention of December 29th, 1922, shall be replaced by the Convention or Conventions 
le!!Rlly concluded in virtue of the present Decree; the current accounts in gold and escudos 
referred to in Article 1 of the said Convention shall be closed and liquidated as from the date 
on which the contract to ,be concluded under the present Decree is signed and the gold and 
escudo balances carried over or transferred to the credit and debit respectively of the Bank of 
Portugal. 

Sub-paragraph.-Should the value of the currencies forming the balance of the current 
account in gold referred to in this article amount, at the rate of exchange of the day of liquidation, 
to less than the balance of the current account in escudos also mentioned in this article, the 
Bank of Portugal shall transfer from the "Special Advances to the Government (Supriment08 
ao govemo)-Convention of December 29th, 1922" Account to the "Loans to Government 
-Contract of April 29th, 1918" Account, an amount corresponding to the difference thus cancelled 
and such amount shall be subject to the regulations concerning Treasury debts to the Bank, 
in accordance with the provisions of the Contract of April 29th, 1918, et seq., the State undertaking 
to furnish the Bank With the corresponding security . 

.Article 6. 

The Committee of Public Credit, after compliance with the provisions of No. 6 of Article 10 
of the RefZU}ation of July 16th, 1927, and of Article 23 of the Decree of August 14th, 1893, shall 
create ana issue the public debt bonds necessary to form the security referred to at the end of 
the preceding article; provisionally, and until the said bonds have been issued, the above security 
may, in virtue of an agreement between the State and the Bank, be formed in another manner . 

.Article 7. 

All provisions of laws and regulations contrary to the present Decree are hereby abrogated. 
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ROUMANIA. 

[ Tratl8lation.] 

M01\o'ETARY LAW OF FEBRUARY 7TH, 1929. 

• • • • • 

.Article 8. 

Notes of the National Bank are redeemable to bearer at sight at the head office of the Bank 
at the discretion of the latter in gold currency which is legal tender, in gold bullion, or in foreign 
currency convertible into gold; in the last-named case the tranfer of the currency shall be efiected 
at a price not exceeding the theoretical par rate, plus the costs of transport. . 

The Bank shall provide for the converti~ility of its notes irrespec~ve of 9uant1ty; no one 
shall be entitled however to demand redemption of less than 100,000 Ia at a time. 

• • • • • 

STATUTES OF THE NATIONAL BANK OF ROUIIIANIA. 

. . . . • • • • 

.Article 28. 

The National Bank is required to hold a reserve in gold or in foreign exchange which is by 
law and in practice convertible into exportable gold equal to not less than thirty-five per cent 
of the total amount of its sight liabilities. . 

.At least twenty-five per cent of these liabilities shall be covered by gold in the Bank or in 
safe custody abroad. 

.Article 29. 

The part of the note circulation and other sight liabilities which after deduction of the 
outstanding b~ance o! advances to the State and ~e balance of teD_Jporary advances provided 
for _under .Article 84, ~ not covered by the !';Serve 1!1 gold ~d fore1gn exchange as defined in 
.Article 28, shall be entirely covered by secunties not mclud~ m the above reserve, the portfolio 
of discounted bills, the short-term security credits and any other immediately realisabfe assets. 

• • • • • 
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SALVADOR. 

[Translation.] 

LAW ON THE BANKS OF ISSUE (APRIL 29TH, .1899). 

Article I. • 

· No Bank of Issue may be established in the Republic except under a special concession 
granted by the Federal Executive and in accordance with the conditions and formalities laid 
down in the present Law. 

The concession may be granted for a maximum period of twenty years to private persons · 
or limited companies, but may only be exercised through the latter. · . 

Article 2. 

No company may be formed for the creation of a Bank of Issue with less than seven partners 
or with a capital of less than one million pesos ($1,000,000), fully paid up, one-half at least to 
be deposited in gold or silver coin of legal tender. · 

Article 8. 

The articles of association and statutes of any company formed for the creation of a Bank 
of Issue shall be submitted to the approval of the Federal Executive before the Bank starts 
operations; similarly, any proposed modifications must be submitted for approval to the same 
authority. 

Article 5. 

The issue of notes payable to bearer on demand shall not exceed twice the amount of the 
capital and the Bank shall always hold in its vaults of its Head Office coin equal to 50 % at least 
of the value of the note issue. 

It shall also hold in its vaults 20 % at least of the value of deposits payable on demand or 
at a maximum of three days' notice. . 

In both cases, the metallic reserve may be composed, not only of coin, but also of gold or 
silver bullion. 

Article 6. 

Notes shall be issued in properly numbered series: Each note shall contain a statement 
in Spanish of the obligation of the Bank, its branches or agencies, to J,>ay the bearer in coin on 
demand the full nominal value shown on the said note, of the date of 1ts issue and of the series 
to which it belongs; in addition to the signatures of the Bank's officials, notes shall bear the seal 
and signature of the Chief Accountant of the Republic, who shall keep a record of the number 
and value of the notes composing each issue as well as of notes withdrawn from circulation. 

The bank-note as authorised in the form laid down ~ the preceding paragraph shall not 
require prior legalisation in order tQ become legal tender. 

Article 1. 

B~nk-notes shall not be liable to claims or objections, shall not bear interest and shall not 
be subJect to cancellation as long as the institution issuing them exists. They shall be entitled 
to legal interest only on the default, failure or liquidation of the Bank, as soon as the latter is 
;~~d insolvent or. suspends payment; in such case, bank-notes shall be cancelled after five 
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Article 8. 

Banks of Issue are bound to exchange notes put into circulatioll by them for coin at their 
Head Offices in the manner laid down in Article 6. . 

Article 9. 

In event of the liquidation or failure of a Bank, the li~uidatororcom~etent au~horit_y may1 at 
the request of any party and witll.in a time-limit not exceedmg on.e mon~h"JSsue nob~es With a '?-ew 
to redeeming the notes in circulation; should such procedure be unpossible or n~t give ~he desrred 
result, holders of notes may exercise the rights granted them under the precedmg article or m~y 
cause the most easily realisable property indicated by th~m to be ~equ~trated. and sold at pubhc 
auction, until they have obtained full payment for their notes mclusive of mterest and costs. 

DECREE OF l\IA Y 6TH, 1910. 

Article 1. 

The capital referred to in Article 5, paragraph 1, of the Law on Banks of Issue is the paid-up 
capital 

LAW OF SEPTEl\ffiER liTH, 1919. 

Article 1. 

The monetary unit of the Republic of Salvallor shall be the colon, divided into 100 centavos 
and containing 0.836 gramme of gold, 900/100oths (nine hundred thousandths) fine. Nickel 
coins of one, three and five centavos and the silver coins of five, ten atld twenty centavos at 
present in circulation shall be used as auxiliary coinage. 

The 1\lonetary Law shall provide detailed regulations concerning the system. 

Article 2. 

~e Banks establ!shed in the country shall ~nge to substitute gold notes for their silver 
notes m accordance with the statutory monetary urut. Nevertheless, while such operations are 
proceeding, the present bank-notes shall remain in circulation at the rate of 1 peso per colon. 

Article 8. 

Inasmuch as the new monetary unit represents gold, tiie national and foreign silver coinage 
at present circulating is hereby declared demonetised-i.e., is no longer legal tender. 

Article 4.. 

The li3bility of domestic Banks to P';'Y ~!I demand to bearer in silver coin notes issued by 
them shall h~ceforth be ~placed ~y the liability to pay a quantity of gold coin in the proportion 
above determmed of 1 colon per sliver peso. 
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Liabilities incurred by private persons in the latter class of coin shall be settled in the same 
proportion of 1 col6n per silver peso. · 

Article 5. 

Within a period of th~ee mont):ls from the date of the en~ry into force of the present Law, 
Banks shall, t!u'ougJ:t the mtermed1~ry of the Federal ~xecubve, .Proceed to replace the silver 
held by them m their vaults by Umted States of Amenca gold com, the quantity of the latter 
required to carry out such replacement having been previously imported. 

The cash profit derived from the sale of the silver after deducting fifty gold centavos, being 
· the equivalent of each silver peso forming the metallic cover, shall be divided equally between 
the State and the Banks. 

Article 6. 
' 

As long as'the Law of Moratorium, decreed on August 11th, 1914, is in force, the fifty gold 
centavos to which the previous article refers, must remain sealed in the vaults of the Banks. 

Article 1. 

The export of silver coin shall remain unrestricted, the exporter being previously required 
to guarantee to the satisfaction of the Ministry of Finance that the net proceeds of the sale of 
the silver will be applied to importing United States gold coin. 

Article 8. 

As long as the moratorium decreed in favour of the bank-notes is in force, the Federal 
Executive shall establish a fund for the Regulation of the International Exchanges with an 

. amount equivalent to 50 % of the profits from the sale of silver. 

LAW OF SEPTEMBER 11TH, 1919. 

Article 1. 

The gold coins of the United States of North America are hereb~ declared legal tender. 

Article 2. 

United States bank-notes in dollar denominations shall circulate without restriction in the 
Republic, and their acceptance shall be obligatory on Banks established in the country in 
repayment of their debts and in bills of exchan~e transactions. This obligation shall not aHect 
the right of banks to charge the usual commissiOn for investment of funds. 

Article 8. 

For the purposes of the foregoing provisions, the dollar shall be taken as equivalent to 
2 colons represented by the existing bank-notes. 

Article '· 

Liabilities incurred in foreign currency at home or abroad and payable in the territory of 
~he Republic shall be settled by the transfer of an equivalent amount m United States gold or 
m colons at the rate of. exchange prevailing at the place, and on the day, of payment. 
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Article 5. 

If on the lapse of the moratorium at present enjoyed by bank·n~tes, gold co!ns ~p.~s.enting 
multi 'res of the colon have not yet been mintt;d,. banks shall ~IScharge their liabilities by 
exc~g their notes for United States gold com m the proportion of two col6ns per dollar. . . . . . . . . . 

LAW OF JULY 15TH, 1920 • 

• 

Article 10. 

Foreign coin shall not be legal tender in the Republic, with the exception of United St~tes 
gold _and silver. coins, w~ich sh~ be legal ten~er at the rate of two colons per dollar, until a 
'SUfficient quantity of natiOnal com has been mmted • 
. , 

Article 12. 

The minting of money shall be the exclusive privilege. o~ the Federal Executive, wh~ s~all 
decide on what dates, in what form and to what extent mmtmg shall be effected. All mmtmg 
of coin shall be carried out solely for the account and profit of the State, subject to prior authori· 
sation specially and expressly granted by the National Assembly. 

LAW OF DECEMBER 16TH, 1920. 

Article 1. 

The United States bank-notes which, under Article 2 of the Monetary Law of September 12th, 
1919, circulate without restriction in the Republic shall be accepted at the public revenue offices 
.in payment of dues and taxes of all kinds and in the legal proportion of one dollar to two colons. 

Article 2. 

The importation of United States bank-notes shall not be subject to any taxation except 
for the formality of submitting to the Customs or the Parcels Post Office a certificat~ issued 
by a Bank, ~ commercial company ~r an individual of recognised good standing and endorsed 
by the Le~t10n of Salvador at Washmgton or by the Consul of Salvador in the place of residence 
of the constgnor. 
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SIAM. 

[Official Translation.] 

THE CURRENCY ACT, B. E. 24.71, 

. . . . . .. . . . . . . . . . . . • • • • • • • • • • • • 

Article 11. 

1. The Minister shall receive or deliver gold at Bangkok at the rate of one baht of legal 
ender money for every 0.66567 gramme of fine gold. 

2. The Minister may at his option, in lieu of receiving or delivering gold as aforesaid, receive 
or deliver abroad gold, or gold exchange, in exchange for legal-tender moner. for immediate 
delivery, at such places and at such rates as he may notify from time to time. Such rates 
shall be one baht for every 0.66567 gramme of fine gold, with an addition or deduction, as 
the case may be, representmg the approximate cost of conveying gold to or from Bangkok and 
the place abroad at which such receipt or delivery takes place. 

8. No person shall be entitled to demand such exchange for an amount less than fifty 
thousand baht. · · 

Article 12. · 

For the satisfaction and discharge of the liability to maintain the ~old value of the baht, 
imposed by Article 11, there shall be maintained, under the Minister's administration and control, 
a Currency Reserve, hereinafter called the Reserve. 

. . . • • . . . . . . 
Article 16. 

Save as provided in Article 19 (2), no order for payment from the Reserve shall be made 
unless notes of an equivalent amount are simultaneously, withdrawn from circulation. 

Article 17. 

The following are lawful components of the Reserve : 

{1) Gold. 
( 2) Gold securities. · 
( 8) Cash placed at call, or at not more than seven days• notice, at any Bank approved 

by the Minister, and payable in the currency of a gold standard country. 
( 4t) Baht coins. 

Provided that : 

(a) The total amount of securities, the date of maturity of which is more than 
• one year from the date of their purchase, shall not exceed the equivalent of fourteen 

million baht. ' 
(b) The number of baht coins shall not at any time exceed (a} fift.Y-two millions, 

or (b) the number held at the close of each preceding year, whichever JS less. 

For the purpose of this section the term "securities" shall include a fixed-deposit receipt. 

• • • • • • • • • . . . . . ~ . • • • • 
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Article 19. 

1. Not later than one month after ihe close of each year, the 1\linister shall cause the securities 
held in the Reserve to be valued on the basis of the latest-known market prices and if it shall 
appear, on such valuation, that the total value of the securities is less than the amount at which 
they are held in the Reserve, the amount of such deficiency shall be paid to the Reserve from 
general revenues; 

2. If, a~ a subsequent annual valuation, it appears that the total value of such securities 
exceeds the amount at which they are held, such excess may be utilised to re-imburse general 
revenues in respect of payments made under subsection 1 • 

• 

Article 23. 

No notes shall be issued save in exchange for : 

. . . 

(a) Notes previously issued, which shall thereupon be withdrawn from circulation, 
or 

(b) Gold, or gold exchange, which shall forthwith be credited to the Reserve 
at the rate of one baht for every 0.66567 gramme of fine gold. 

• • 
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SPAIN. 

[Translation.] 

DECREE No. 720, OF OCTOBER 19TH, 1868. 

Article 1. 

In all the Spanish dominions the monetary unit shall be the peseta, with an actual cash 
value of 100 centimos. 

Article 7. 

Gold coins of 100, 50, 20, 10 and 5 pesetas and silver coins of 5 pesetas shall be minted 
from the bullion supplied by private persons for their own account, without making any charge 
or deduction for the cost of minting, provided that such bullion has the ductility and other 
qualities required and can form an alloy of the statutory fineness without needing the addition 
of fine gold or silver. Costs of refining and smelting in the case of bullion, the minting of which 
involves such operations shall be defrayed by private persons in accordance with a uniform scale 
and in proportion to the cost. of the said operations, if the Royal 1\lints possess the necessatj 
facilities and the Government deems it advisable to authorise such operations • 

• • • • • 

Article 9. 

In the annual budgetary estimates, the 1\linister of Finance shall specify the proportion of 
the various classes of coinage to be minted, due regard being had to currency requirements
provided that the total amount of silver coin 835/1000ths (eight hundred and thirty-five 
thousandths fine shall not exceed 6 pesetas, and of bronze coin 2 pesetas, per head of the population . 

• 

J 

LAW OF.DECE.l\IDER 29TH, 1921. 

Article 1. 

The sole right of issuing bearer notes granted to the Bank of Spain by the law of July Hth, 
1891 up to December 31st, 1921, is extended for a further twenty-five years, ending December 31st, 
1946; the Bank shall exercise this right as the sole bank of issue on the national territory and in 
the Spanish dominions. ' 

This extension is granted under the following conditions : 

. ' . . 
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Condition 2.-The note circulation of the Bank of Spain shall be covered by a reserve of 
coin and bullion in the Bank's vaults of the following proportions : 

Up to f,OOO millions, at the rate of 45 %, being a minimum of 40 % in gold and 
the remainder in silver. 

For amounts exceedin~ 4,000 and not more than 5,000 million, at the rate of 60 %, 
being a minimum of 50 % m gold and the remainder in sil~·er. 

I . • 
On the application of the Bank of Spain, and with recommendation of the Central Banking 

Council to the effect that it considers the measure essential in the interests of the national economy, 
the Government may authorise the issue to be increased to a maximum amount of 6,000 millions 
with the same regulations for the metallic cover as in the case of an issue of between 4,000 and 
5,000 millions, without such increase involving any other compensation in favour of the State. 

The stock of silver forming cover for the note issue shall be in coin which is legal tender in 

S~he gold may be in Spanish coins at their face val~e; in foreign gold coins at their par 
value, and in bullion at the rate of 8,444 pesetas 44 centimos per kilogramme of fine gold as 
defined under the monetary law. 

Gold available on demand held by the Bank with its correspondents or foreign branches 
may be included up to 8 % of the gold reserve which the Bank must always hold. 

The Bank may not reduce its stock of gold coin and bullion without authorisation by the 
Council of Ministers, and shall endeavour to purchase such quantities of this metal as it may 
judge suitable, unless notified to the contrary by the Council o( Ministers. In no case, is the 
Bank authorised to reduce its stock of gold, so long as the amount of such stock does not exceed 
that which constitutes the metallic cover for a circulation of 6,000 millions, without prejudice, 
however, to the provisions of Rule 7. 

STATUTES OF THE BANK OF SPAIN (JULY 18TH, 1922). 

Article 5. 

~e Bank o~ Spain shall have the s~le ~ht to issue bearer notes llntil December Slst, 1946, 
e~e~mg s~ch. nght. as the sole ba~ of JSsue m t~e national territory and the Spanish dominions, 

, Wit.hin the limits,. WI~~ .the ~etallic cover, and m accordance with the other principles relating 
to Its assets and liabilities, laid down by the law. 

~e Counc~ shallfrovide fo! the requirements of circulation by decreeing, with the requisite 
publicity the ~e o each ~~nes to the approp~ate amount and with the greatest possible 
~ntees agamst collD:terfeitmg, and by prosecutmg and punishing this offence and arran in 
m such event for the Withdrawal and replacement of the legitimate series in circulation ifgci~ 
cumstances so demand •. 

The notes issued by the Bank of S~ain shall be paid to the bearer at all its reoognised branches 
and on the days and at the hours publicly announced. 
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STRAITS SETTLEMENTS. 

ORDINANCE No. 147 (CURR~NCY), (1926). 

• • • • • • • • • • • • • 

Article ~. 

1. Subject to the' provisions of this Ordinance, the Commissioners may provide and issue and 
re-issue currency notes in exchange either for current coin, or for subsidiary coin, or for notes 
previously issued. 

2. A currency note shall be a promise on the part of the Government of the Straits Settlements 
to pay to the bearer on demand the amount expressed therein. 

8. The amount required for such payment shall be a charge on the moneys and securities 
in the hands of the Commissioners under this Ordinance and on the general revenue of the Colony. 

~. If a sum is required to meet any such note and the said moneys are insufficient to meet 
it the sum shall forthwith, on the demand of the Commissioners, be issued under the order of 
the· Governor out of that general revenue in priority to all other charges except those charged 
thereon by any Ordinance in force before the loth day of March, 1901, and for the time being 
payable. · 

5. The holder of a currency note shall be entitled to obtain on demand, durin~ the usual 
banking hours at the office of the Commissioners, payment in current coin or subsuliary coin 
of the amount expressed in the note; provided that no such holder shall be required to accept 
subsidiary coin in excess of the sum for which such subsidiary coin is legal tender. 

6. The Governor may, by Proclamation published in the Gazette, defer, for a period to 
be stated in such proclamation, pa~ent by the Commissioners in current coin of the amount 
expressed in any currency note which is presented to them for payment. . 

• • • • • • • • • • 

Article 7. 

1. Subject as hereinafter mentioned in this Ordinance, the current coin and sterling received 
in exchange for currency notes shall form the Currency Guarantee Fund which shall be held 
in the Colony by the Commissioners, or in London by the Crown Agents, for meeting the payment 
of the notes and shall not be applied for any other purposes. 

2. Of the Currency Guarantee Fund, a portion (in this Ordinance reftired to as the "liquid · 
portion" of the fund), not being less than the fixed proportion hereinafter mentioned, shall be 
kept in the custody of the Commissioners or of the Crown Agents in the manner provided by 
subsection 5 of this Section, but the balance may be invested as hereinafter mentioned and the 
portion so invested is in this Ordinance referred to as the "investment portion" of the fund. 

8. The liquid portion of the fund shall not be less than the fixed proportion of the notes 
for the time being m circulation and, if necessary, the securities forming the investment portion 
"of the fund shall be sold so as to prevent the liquid portion falling below the fixed proportion; 
provided that, if the deficiency of the liquid portion below the fixed proportion does not exceed 
one-fourth of that proportion, the sale of securities may, with the consent of the Governor, be 
temporarily postponed for a ~;>eriod not exceeding three months, but until the liquid portion 
amounts to that fixed proportiOn no fu~her investment shall be made. · 
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4.. The fixed proportion shall be two-fifths of the amount of the notes for the time being 
in circulation. · . 

5. Of the li uid rtion of the fund, one part, amounting to _not les~ t~an one-tenth ?f the 
notes for the ~e bekg in circulation, shall be kept in silver cum;nt com m the Colony m the 
custod of the Commissioners and the Commissioners may hold m the Colony a further part 
in gol/ current coin. The bahmce may be kept in London in the custody of t!te Crown AJ:ont~ 
and may be held in gold current coin or on deposit at the Bank·of Eng~and, o~ m Treasury 0 ills, 
or lent out at call to such Banks or on such short loans or other readily realisable _secur1tles as 
may be approved by a Secretary of State. · 

0 0 

• • 

6. The income derived from such bills, loans or secuntles shall be pwd to the Currency 
Guarantee Fund. 

Article 9. 

I. The Commissioners may issue silver current coin or curren~yo notes in exchange for 
sterling payable in London to the Crown Agents at the rate of tw~ shillmgs and four pence and 
three-sixteenths of a penny to the dollar. 

2. The sum so received in sterling shall be credited ~o the Currency Guarantee Fund. 

Article IO. 

I. The Commissioners may receive silver current coin or currency notes in exchange for 
sterling payable in London by the Crown Agents at the rate of two shillings and three pence 
three farthings to the dollar. 

2. The current coin so received shall be paid into the Currency Guarantee Fund. 

Article 11. 

Whenever the amount of the liquid portion of the fund in the custody of the Crown Agents 
shall be insufficient to meet payments falling due under the last .Preceding section, it shall be 
lawful for the Crown Agents either to sell such part as may be reqwred of the investment portion 
of the fund or to borrow on the security of any of those investments such moneys as may be 
necessary for meeting any of the payments so falling due. The moneys so borrowed shall be 
set off against the value of the investment portion of the fund in the Commissioners' accounts, 
and the interest payable on such borrowings shall be deducted from the income derived from 
the investments. 

Article I2. 

I. The ~mmissioners may, at any time when the amount of the silver coins forming part 
of th~ ~nd IS l~s than one-tenth of the notes for t~e time being in circulation, use any part of 
the liqwd port10n of the fund for the purchase of silver to be minted into current com. 

2. The whole of the profit on such coinage shall be paid into the Currency Guarantee Fund. 
8: The Commissioners may at any time sell for sterling any silver coins forming part of the 

fund m excess of one-tenth of the notes for the time being in circulation. 
4. The proceeds of the sale of the silver coins shall be credited to the Currency Guarantee 

Fund. 
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.Article 13. 

The profits of minting current coin and 'subsidiary coin after deducting therefrom the costs 
of minting and all charges connected therewith shall be credited to the Currency Guarantee 
Fund. 

.Article 14. 

1. The investment portion of the Currency Guarantee Fund may be invested in such securities 
of the Government of the United Kingdom. or of India, or of any of the Dominions, or of any 
British Colony, or in such other British securities as may from time to time be approved by a 
Secretary of State; provided that not more than one-fourth of the total sum belonging 
to the investment portion of the fund shall be invested in securities of the Government of the 
Straits Settlements. 

2. All such investments shall, if made in England. be made in the joint names of the Crown 
Agents and of such other officers or persons as a Secretary of State shall appoint as trustees 
on behalf of the Commissioners. Investments made in India in Indian Government securities 
shall be made in the names of the Commissioners. 

8. The income derived from securities shall be credited, after payment of the expenses of 
and incidental to the execution of this Ordinance, to the Currency Guarantee Fund • 

. . • 
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• 

SURINAM. 

[Trarulation.] 

THE SURINAl\l.BANK ACT (LAW OF JULY 2ND, 1928). 

Article u. 
I. The Bank's notes shall be convertible on demand daily, at the hours specified by the 

Bank, at its offices at Paramaribo or its agencies in Surinam, except on such days as may be 
specified by the Governor. . 

2. Payment at agencies may be deferred, however, until means of payment can be obtamed 
from the office at Paramaribo. · ' 

8. The Governor may i:elease the Bank from the obligation to convert its bank-notes at such 
agencies as he may specify. ' 

4. The Bank shall be bound, on receipt of specie which is legal tender to any amount, to 
issue bank-notes to the Government for such amount as may be required. 

5. Bank-notes shall be free of stamp duty. 

Article I5. 

I. The holder of a note of the Bank shall be entitled only to claim payment by the Bank 
of the amount specified on the note at its office at Paramaribo or at the offices of any of its agencies 
in Surinam. 

2. The Bank shall not be bound to grant compensation for the loss or destruction of its notes. 
S. The Bank shall not be bound to grant any compensation for fragments of bank-notes 

except of such security as it may deem necessary to prevent loss to itself. 
4. In the event of suspicion of fraud, or at the written request of the persons interested. 

the Bank may require the. person presenting notes for conversion to give a receipt for them 
andfor endorse them. 

5. The provisions of Articles 211, 212 and 213 of the Commercial Code for the Colony of 
Surinam shall not apply to bank-notes. · 

Article 16. 

I. In case of war, or imminent danger of war, the Bank's obligation to redeem its bank-notes 
may be suspended by a colonial ordinance. 

2. The ordinance referred to in the preceding paragraph shall specify the term of its duration. 
The term may be extended from time to time, as may be necessary. 

8. As soon as the war or the danger of war which necessitated the promulgation of the 
ordinance referred to in paragraph 1 is ended or past, the ordinance shall be withdrawn. 

Article 27. 

I. The extent to which the total sum represented by bank-notes current credit accounts 
and other liabilities which must be met on demand in Surinam must' be covered by specie or 
bullion shall be determined by the Governor with Our authorisation • 

. 2. ~ the compulsory metal cover stipulated in paragraph 1, at least three-fourths must 
~ m Surmam, and at least half of the metal cover must consist of coin which is in Surinam and 
IS legal tender to any amount. . 
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a. The value of the bullion shall be determined by the Governor after consultation with 
theBank. · , 

41. In times of emergency, the Governor may at the request of the Bank, and with Our 
subsequent assent, temporarily change the proportion stipulated in paragraph 1. _ 

5. If Our assent to such a change is refused or deferred, the previous proportion must be 
restored within one m?nth after the Bank h~ been notified of Our r~fusal, and in any case within 
four months after the JSsue of the Governor s decree regarding the change. 

6. Decrees issued by the Governor under paragraph I, 8 and 4 of the present Article shall 
be published in the Gouvemementablad and in the Official Gazette • 

• 

MINT LAW OF JULY 1sT, 1909, AMENDED BY THE LAW OF MARCH 27TH, 19I5. 

. . 

Article I. 

Every creditor may demand payment in legal tender. 
The following shall be legal tender in the colony of Surinam : 

(a) For the payment of any amount: 

(I) In gold: 

The 10-gulden (IO-florin) piece and the 5-gulden (5-florin) piece of 
the Netherlands. 
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SWEDEN. 

[Translation.] 
CONSTITUTION OF JUNE 6TH, 1809. 

• 

Article 72 (as amended in 1915). 

The State Bank shall have the sole right to issue bearer no~es which sh.all be lej!'al te~der 
in the country. These notes are repayable at sight by t~e B!'-nk m gold sp~Cle a~ their nomm~ 
value; the Bank may, however, be released from this obligation for a certall!' penod sh~mld ~~IS 
be considered absolutely necessary on account of war, ~enace '?f.war, or s~nous fi'!'anCial ~IS. 
This release. may be accorded by the Crown and the Riksdag JOI.ntly, or, if the Riksdag IS not 
in session, by the Crown alo~e, on the advice of the Board of Directors of. the Bank~ after the 
Governing Body of the Public Debt Office has been consulted. When this release IS granted 
by the Crown in the interval. betw~~ two sessions of t~e Riksdag, i~ must be ~pp~v~ by t.he 
Riksdag at the following sessiOn Withm twenty days of 1ts first meetmg; otherWISe 1t will expire 
at the end of that period. 
. . . • 

LAW OF MAY 12TH, 1897, CONCERNING THE BANK OF SWEDEN. 

• 

Article 6 (11.8 amended in 1915). 

The Bank is authorised to issue notes up to a sum equivalent to twice the amount of the 
metallic reserve, calculated according to the rules laid down in Article 8, and for a further sum 
of two hundred and fifty million kronor.l 

Should an increase in the right of issue be considered essential on account of war, menace 
of war, or serious financial crisis, the Crown and the Riksdag, acting jointly, may authorise 
a note issue for an additional amount of one hundred and twenty-five million kronor; the Board 
of Directors of the Bank shall be required to withdraw from circulation, as soon as possible, 
notes for an amount corresponding to that of the issue made in accordance with this authorisation. 

Article 7 (11.8 amended in 1914.). 

The Bank's issue in excess of the metal reserve must be covered by the following securities : 
(a) Readily negotiable Government securities; 
(b) Bonds of the Royall'tlortga!!'e Bank of Sweden, of the Swedish Cities Mortgage 

Bank and oth~r do~estic ~nds w~ch. are q~10ted on .foreign exch!'-nges;. 
(c) .Gold ~com or ~ullion wh1ch 1!1 n<?t mcluded .m the metal!IC reserve according 

to the stipulations of Article II, and which IS on depos1t abroad or m transit therefrom, 
provided it be covered by a marine insurance policy; 1 

.(d) Bills of exchange ~ayable in Sweden or abroad; 
Je) Funds with a maxrmum matu~ity of six months, deposited on account with 

fore~gn banks or bankers, after deductmg any sums to the debit of such accounts; 
(f) Advances on Government securities and bonds mentioned in paragraphs (a} 

and (6) above. · ' 

1 A• amended by Proclamation No. 114 of May 9th, 1930. 



-837-

Article 8 (as amended in 1913). 

The metallic reserve inchides, first, all the gold specie and gold bullion belonging to the Bank 
and situated in Sweden, secondly, up to an amount corresponding to fifteen hundreths of the 
whole met~llic rest;rve, gold in speci~ and. gold bullion belonging. to ~he Bank and on deposit 
abroad or m transit therefrom, prov1ded 1t be covered by a marme msurance policy. 

The metallic reserve may not be maintained at an amount below one hundred and fifty 
million kronor. 1 

. . . • 

LAW OF MAY 80TH, 1878, CONCERNING THE COINAGE OF THE REALl\L 

Article 9. 

Any person who delivers ~old to the Royal Mint for the purpose of having it minted shall 
be entitled to receive gold coin m exchange on payment of~% of the value of the amount minted 
in the case of twenty-krona pieces, and j% of such value in the case of ten-krona pieces to cover 
the cost of minting. No additional mmting fee shall be charged. 

Article 10. 

Divisional coins may not be made and minted within the realm for account of private persons • 

• • 

ROYAL DECREE No. 51 OF MARCH 28TH, 1980, 
REPEALING ROYAL DECREE No. 55 OF MARCH 31sT, 1924, WIDCH TEMPO

RARILY PROHIBITED THE IMPORT OF GOLD TO THE KINGDOM. 

The King, in Council, on the proposal of the Commissioners of the Riksbank, has decreed 
that the ordinance of March 31st, 1924, which prohibited the import of gold to the Kingdom, 
shall cease to have effect at the end of March, 1930. 

1 As amended by Proclamation No. 114 of May 9th, 1930. 
23 
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SWITZERLAND. 

[Translarnm.] 
FEDERAL LAW CONCER:r-.1NG THE SWISS NATIONAL BANK 

OF APRIL 7TH, 1921. 1 

• . . 
Article U. 

· 1 · · the Law of December 20th, 1929. The amended text differs (See Arbc e a as g1ven m . h f th d ... t t b · " 
th fA il 7th 1921 only- in the inclusion m paragrap 7 o e wor s m eres - earmg 

from at 0 pdr "bo' d · ' ed by the Confederation" and in the omission of the words "and before the wor s n s lSSU 
silnr" at the end of paragraph 9.) 

Article 19. 

The total value of the notes in circulation must be covered : 
By gold or silver currency of legal tender or of value recognised by agreement, 

excluding subsidiary silver com; . . . · . 
By gold bullion reckoned at mmt parity allowmg for comage charges; 
By foreign gold coin; · . 
By bills of exchange, cheques, securities, treasury bonds, assets payable at s1ght 

on foreign countries; 
By loans resulting from advances on current account·: 

(a} Against bonds in accordance with the stipulations of Article 14, 4,b; 
(b) Against precious metals (Article 14, 8). 

The metallic cover- must amount to at least forty per cent of the value of the notes in 
circulation. 

Article 20. 

The National Bank shall be required to pay its notes on presentation at par and in specie 
which is legal tender : 

(a) At its Berne office up to any amount; 
(b) At its Zurich office and at 1ts branches and agencies to the extent to which 

the reserve and their own requirements permit; payment in full shall, however, be 
made if sufficient time is allowed to obtam the cash from the head office. The note 
repayment service must be organised so as to meet local requirements. 

Article 22. 

The Federal ~un~il may not ~ecree th'!-t the ~otes !Lre .legal tender and release the National 
Bank from the obhgat1on to repay Its notes m specie which IS legal tender unless this is necessary 
in time of war. · -

• • • 

1 The articles of this law given below are no lonaer In force See Federal Law of December 2oth, 
1929, Article I, paragraph I, on page 339. " • 
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FEDERAL LAW OF DECEMBER 20TH, 1929, AMENDING THE FEDERAL LAW 
OF APRIL 7TH, 1921, ON THE NATIONAL BANK OF SWITZERLAND. 

Article I. 

Articles 14, 19, 20 and 22 of the Federal Law of April 7th, 1921, concerning the National 
Bank of Switzerland are hereby abrogated and replaced by the following provisions : 

Article 14.-The National Bank is a bank effecting the issue of notes and transfer and discount 
operations, and is only authorised to carry out the following transactions : 

1. To issue bank-notes in accordance with the provisions of the present law. 
2. To discount bills of exchange and order cheques drawn on Swiss banks, and bearing 

not less than two independent signatures of known solvency, and likewise to discount 
bonds drawn upon Swiss banks, which can be accepted as collateral security. The 
date of maturity may not exceed three months. Bills of exchange and order cheques 
drawn by agriculturists and based upon commercial transactions shall be treated in 
the same manner as other bills of exchange. -

8. To purchase and sell bills of exchange, order cheques and credits payable at 
sight in forei~ countries, and likewise Treasury bills issued by foreign States. The 
date of matunty may not exceed three months. Bills must bear not less than two inde
pendent signatures of known solvency. 

4. To make interest-bearing loans against the deposit of bonds (advances against 
collateral security) : 

(a) For a fixed period not exceeding three months; 
(b) 0~ current account at not more than ten days' notice. 

Shares shall not be accepted as collateral security. 
· 5. To accept the deposit of funds on which no interest is payable, and the deposit 

on current account, with interest, of funds appertaining to the Confederation ana to 
the administrations and establishments under its supervision. 

6. To effect transfers and clearings, deal with bank drafts and the collection of 
outstapding debts. 

7. To purchase for its own account interest-bearing bonds issued by the Confede
ration or Cantons and by foreign States, which are made out to bearer and can find a 
ready market; such transactions may only be carried out in order to provide for the 
temporary investment of Bank balances. 

8. To purchase and sell for its own account and for the account of third parties 
precious metal in bullion or in coin, and to make advances against such metal. 

9. To issue certificates for gold. 
10. To take into custody and administer securities and articles of value, to purchase 

and sell securities and subscribe to issues on behalf of third parties. 
11. To co-operate in the issue of loans by_the Confederation a_nd to ac<;ept subscrip

tions to Confederation and Cantonal loans, Without however takmg part m the under· 
writing of the said loans. · 

Article 19.-The total value of the notes in circulation must be covered : 

By Swiss gold coin; . . . . · 
By gold bullion reckoned at mmt parity allowmg for comage charges; 
By foreign gold coin; . . 
By bills of exchange and cheques drawn on SwisS banks, and by SWiss bonds; 
By bills of exchange and cheques on foreign countries; . . 
By the Treasury bills of foreign States and by assets payable at Sight on foreign 

countries; 



- 8-&0-

By loans resulting from advances on current account : 

(a) Alnlinst bonds, in accordance with the stipulations of Article 14, 4 (b) ; 
(b) A~inst precious metals (Article 14, 8). · 

The metallic cover must amount to at least 40 per cent of the value of the notes in 
circulation. The minimum metallic cover of 40 per cent must be maintained exclusively in 
Switzerland. 

Article 20.-The National Bank shall be required to pay its notes on presentation in Swiss 
gold coin: 

(a) At its Berne office up to any amount; . 
(b) At its Zurich office, and at its branches and agencies under the direct manage

ment of the Bank, to the extent to which the reserve and their own requirements 
permit; payment in full shall, however, be made if sufficient time is allowed to obtain 
cash from the head office. 

The note repayment service must be organised so as to meet local requirements. 

Article 2•-bis.-As long as the banks of issue in the countries designated as important by the 
Bank authorities do not themselves repay their notes in gold coin, the Bank shall have the option 
to repay its notes on presentation in one or other of the following forms : 

In Swiss gold coin; 
In gold bullion of the usual commercial weight (approximately 12 kilogrammes) 

on the basis of the mint parity; 
In gold foreign exchange (bank remittance or cheque), that is to say, in foreign 

exchange on countries having a free ~old market. The rate for converting these cur
rencies shall be calculated on the basis of the exchange rate· of the foreign currency at 
the time of the transaction. It may not, however, under any circumstances exceed 
the export point of Swiss gold coin consigned to the foreign. banking centre on which 
the payment is to be drawn. The National Bank reserves the right to designate these 
foreign currencies. 

Repayment shall be effected: \" ·· -. 

In gold coin and. in gold bullion at its Berne office tl.---""' ~~y amount, and at its 
Zurich office and the branches and agencies under the direct management of the Bank, 
to the extent to which the reserve and their own requirements permit; payment in full 
shall, however, be made if sufficient time is allowed to obtain the cash from the head 
office; 

In gold foreign exchange at all the afore-mentioned establishments of the Bank 
up to any amount. 

The note repayment service must be organised so as to meet local requirements. 

1rt!cle 22.-The Federal C~um;il may not d~cree tha~ the notes are legal tender and release 
the NatiOnal Bank from the obligation to repay Its notes m the manner prescribed in Articles 20 
and 20bia, unless this is necessary in time of war. 

Article II. 

~e Federal Law of September 27th, 1923 (Article 19bia of the law concerning the National 
Bank) IS hereby abrogated. 

Article III. 

The Federal Council shall fix the date of the coming into force of the present Law. 
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REGULATIONS FOR MINTING GOLD COIN FOR THE ACCOUNT OF PRIVATE 
PERSONS, NOVEMBER 11TH, 1921. 

The Swiss Federal Council, in execution of Article 2 of the Federal Law of December 22nd, 
1870, concerning the minting of gold coin, issues the following order : 

Article 1. 

The Federallllint undertakes to coin gold 20-franc and 10-franc pieces for account of private 
persons in quantities of not less than one hundred thousand francs, subject to the sanction of 
the Department of Finance in every instance. 
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TURKEY. 

[Translaticm.] 

LAW OF MARCH 80TH, 1915. 

Article 2. 

These notes shall, like the coinage, have compulsory currency in '-';urkey for all payments,· · 
disbursements, purchases and sales, whether bet~een the State 81!-d private persons or between 
private persons. Infringements of these regulations shall be purushed • • . 

LAW No. 701, OF OCTOBER 30TH, 1925. 

Article 1. 

The Government is authorised to l?roceed to the issue of a single series of currency notes 
for an amount of £Tl53,748,563.60, bemg the total amount of notes at present in circulation 
-the said notes being of seven different issues made under the laws of March 8oth, 1831, 
October 18th, 1331, December 22nd. 1331, August 6th, 1332, February 4th, 1332, March 28th, 
1333 and March 28th, 1334, for an amount of £TI61,018,663.60, of which £T7,270,100 have 
been' destroyed at various dates-and the new series shall have the same legal status as the 
old notes replaced. 

Article 2. 

A Commission under the chairmanship of a representative of the Ministry of Finance, and 
composed of a delegate of the Agricultural Bank, the Ottoman Bank, the Credit National, the 
Banque d'Affaires, the Bank of Tobacco-Growers of Ak-Hissar, and the Bank of Eskisehir, 
together with a delegate from each of the principal credit institutions operating in Turkey, shall 
decide on the patterns for the new notes, the conditions for their printmg and all other circum
stances generally in connection with the said notes and the method of replacing them, and shall 
be in charge of all operations connected therewith. The functions of the said Commission shall 
be determined by public administrative regulation, drawn up by the Ministry of Finance and 
approved by the Council of Ministers. 

.Article s. 

. The: date on which the new curren«;y_notes for,~eplacement of old notes shall ~e put ~to 
circUlation shall be announced by the l\lmistry of } mance, through the newspapers m districts 
whe~ such appear, and in accordance with local custom in other distri~ts. Within a period 
of SIX months from such annou~cements, the old notes presented at the public revenue offices 
and at banks shall be exchanged m full for notes of the new issue. The circulation and exchange 
of old notes shall be prohibited after the expiry of the aforesaid period. · 
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Article 4. 

Affidavits drawn up by public revenue offices and banks regarding notes exchanged by 
them under the present law shall be forwarded, together with the notes in question, to the 
Commission referred to in Article 2 which, after verifying and examining them, shall draw up 
a further general affidavit, and ·shall destroy the notes in the presence of the members of the 
Commission. The text of the general affidavit shall be pubhshed simultaneously in several 
newspapers. · 

Article 5. 

The provisions of Article 2 of the Law of October 18th, 1331 (March 8oth, 1915), regarding 
the compulsory currency of the existing notes shall also apply to the new notes issued under the 
present law. . 

Article 6. 

An appropriation of five hundred thousand pounds (£T500,000) shall be entered in a special 
chapter to be included in the budget of the MiniStry of Finance for the financial year 1341, for 
the purpose of defraying the cost of printing and exchange of currency notes and of paying the 
remuneration due to the officials deputed to supervise these operations and any other expenditure 
connected therewith. The total 11mount of this appropriation may be handed over in a single 
payment by the Ministry of Finance as an advance placed at the disposal of the Commission 
referred to in Article 2. 

LAW OF JANUARY 18TH, 1916 . 

. Article 1. 

The export of gold specie or bullion from Turkey is prohibited, except with the perrillssion 
of the 1\linistry of Finance. Persons guilty of a breach of this provision and their aiders and 
abettors shall be liable to imprisonment for from three months to two years and shall further 
pay a fine equivalent to the value of the gold exported. Gold which it has been attempted to 

· smuggle abroad shall be confiscated, and the parties responsible and their accomplices shall be 
liable to imprisonment for a tem1 of from three months to two years. . . 

Article 2. 

Travellers may take with them for their essential expenditure the <J.Uantity of gold deter
mined by the 1\linistry of Finance, regard being had to their social pos1tion and the distance 
to be tra veiled. 
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UNION OF SOUTH AFRICA. 

THE CURRENCY .A!I.'D B.A!I.'KING ACT OF 1920. 

(As AliENDED BY THE CURRENCY AND BANKING ACT, 1928, AND THE CURRENCY 
AND BANKING ACT, 1980.) 

• 

Article 16. 

The denominations of notes issued by the Bank shall be a:' the Treas_ury may fro~ time 
to time prescribe, and such notes shall be redeemable, on demand, m gold specie or gold certificates 
at the office of issue. 

Article 17. 

The notes issued by the Bank shall be secured to an amount of not less than forty per cent 
in gold or gold specie m the Bank's custody and as to the remainder by a first charge on all 
the assets of the Bank : Provided that gold in the mint and gold in transit belonging to the 
Bank, shall be counted as part of its reserves; 

Provided further that the Bank may, with the consent of the Treasury, hold gold balances 
outside the Union in the custody of its own branches or agencies or deposited in other banks 
earmarked for the Bank's account to an amount not exceeding one-fourth of the total reserve 
requirements; 

Provided also that until the 80th day of June, 1928, the notes issued by the Bank, instead 
of being secured as to sixty per cent or less in commercial paper or trade bills as hereinbefore 
provided, may, to an amount which shall not exceed : . 

(a) Thirty-five per cent of the total issue; or 
(b) One hundred and forty per cent of the total amount of commercial paper or 

trade bills held by the Bank 

be secured in Treasury Bills of the Union Government or the British Government of a currency 
not exceeding ninety days. 

. . . 
Article 19. 

1. The Bank shall be authorised and empowered, subject to the consent of the Treasury, 
to suspend for a period not exceeding thirty days, and from time to time to renew such suspension 
for periods not exceeding fifteen days, the reserve requirements specified in this Act : Provided 
that _upon ~e amounts by which the reserve for notes of the ~ank falls below the requirements 
of this ~ct m respect of such notes, a graduated tax shall be paid to the Treasury at the following 
rates, VIZ: 

One per cent per annum. when the gold reserve against notes is less than forty 
per cent, but not less than thirty-two and a-half per cent; and, in addition, one and 
a-half ~r cent per annum upon each two and a-half per cent decrease or part thereof 
by which the reserve falls below thirty-two and a-half per cent. ' 

Provided further that the Bank shall add to its rates of interest and discount a percentage 
at least equal to the percentage of the tax levied as in this section provided. 

2. For the purpose of ascertaining the gold reserve held against notes allowance shall 
first be made for the reserve of forty per cent required by Section 28 to be held against deposits • 

• 
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Article 23. 

1 .. The Bank .shall ~~ld in gold or specie a reserve. of at least ~orty per cent of its deposits 
and bills payable m addition to the gold reserves reqmred by Section 17 to be held against its 
notes issued : Provided that the amount of silver specie which may be counted as part of the 
reserve shall not exceed twenty per cent of the total reserve required to be held under this section. 

2. One-fourth of such reserve may, with the consent of the Treasury, be held outside the 
Union, provided such reserve is held in the Bank's custody or is deposited in another bank and 
earmarked for its account • 

• 

THE PRETORIA l\IINT PROCLA:\IATION, 1922. 

BY THE KING : A PROCLAMATION. 

. 
We, therefore, in pursuance of the said Acts 1 and the said proclamation made thereunder, 

and of all other powers enabling Us in that behalf, do hereby, with the advice of Our Privy 
Council, proclaim, direct and ordain as follows : 

1. A branch of the Mint (in this Proclamation referred to as "the Pretoria Branch Mint") 
shall be established at or near Pretoria on such site as the Governor-General in Council may 
approve. 

2. Gold coins of the same denominations, designs, weights and fineness as gold coins coined 
at the Mint may be coined at the Pretoria Branch Mint, and any gold coins so coined (in this 
Proclamation referred to as "sterling gold coins") shall be subject to the allowance of the same 
remedy as gold coins coined at the Mint. 

3. The Master of the Mint shall prepare and transmit such dies as may be required for the 
sterling gold coins to be coined at the Pretoria Branch Mint. 

4. The sterling gold coins coined in pursuance of this Proclamation at the Pretoria Branch 
Mint shall be deemed to have been issued from the Mint, and shall be current and a legal tender 
in like manner and to like extent as if they had been coined and issued in England. 

5. (1) If any person brings to the Pretoria Branch Mint any gold bullion and requires the 
Deputy Master of the Branch Mint to assay, coin into sterling gold coins, and deliver out to 
him the same, the Deputy Master shall comply with the requisition on payment for every ounce 
troy of gold of standard fineness of a charge of three-halfpence where the amount brought at 
any one time does not exceed five hundred ounces, and of a penny in any other case: . 

Provided that : 
(a) Where the gold bullion so brought is such that it cannot be brought to the 

standard fineness of the coin to be coined thereout without refining the whole or some 
portion of it, the Deputy Master shall demand for assaying and refining the same such 
additional charge as the Governor-General in Council may from time to time fix, and 
until such charge is paid to him may refuse to receive, assay or coin that bullion; and 

(b) Where the bullion brought to the branch l\lint for coinage is finer than the 
standard fineness of the coin to be coined thereout, there shall be delivered to the 

' person bringing the same such additional amount of coin as is proportionate to that 
superior fineness; and 

(c) No undue preference shall be shown to any person as respects the bullion 
brought to the branch Mint, and every person shall have priority according to the time 
at which he brought the bullion to the branch Mint; and 

1 The Coinage Act, 1870, amended by the Coinage Act, 1891. 
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(d) The Governor-General in Council may make regulat!ons for carryinjr ~nto 
effect the provisions of this Article w.ith respect to gold bull_10n, and. the brmgmg, 
coining and delivery out thereof, and m particular for reirulat!llg the tune;; and con
ditions at and under which it is to be so brought, assaye<l, comed and delivered out, 
and the minimum amount which may be so brought. 

(2) The charges under this Article for coining, assaying and refining shall be collected by 
the Deputy lllaster of the branch l\Iint in accord~ce with the ~gul~tions made under t.his 
Article, either as a payment in advance or as a deduction from the com delivered out, or othei'Wlse, 
and shall be accounted for and paid over in such manner as the Governor-General in Council 
directs to the Minister of Finance of the Union, to be paid by him into the Consolidated Revenue 
Fund of the Union. 

. . 
7. Nothing in this Proclamation shall be taken to prevent the coining at the Pretoria Branch 

Mint of any coins of whatever metal which the Minister of Finance of the Union has power under 
or by virtue of any Act of the Union for the time being in force to be caused to be made and 
iSsued for circulation in the Union, or of any other coins of whatever metal which the Governor
General in Council may from time to time authorise to be coined at the P.retoria Branch Mint : 

Provided that : 

11. 

(a) Coins, other than sterling gold coins, coined at the Pretoria Branch Mint 
shall not, for the purposes of the Coinage Act, 1870, or for the purposes of any Order 
in Council or Proclamation relating to the coinage of any part of Our Domimons, be 
deemed to be coins made at, or issued from, the Mint, or to be coins coined under the 
direction of the Master of the Mint; and 

(b) The coining of such other coins shall be carried out subject to and in accor
dance with such regulations and conditions as may be made and imposed by the Master 
of the ~lint. 

(3) This Proclamatio~ s~all come into force on .the first d.ay of January, nineteen hundred 
and twenty-three, unless 1t 1s sooner promulgated m the Uruon, and in that case shall come 
into force on being so promulgated. 

• • • 
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THE UNITED STATES OF AMERICA. 

I. ACTS RELATING TO GOLD CERTIFICATES. 

ACT 01!' MARCH 8RD, 1863. 

• • • • • • • • 

Sectirm 254.1 -The Secretary of the Treasury is authorised to receive deposits of gold coin 
and bullion with the Treasurer or any assistant Treasurer of the United States, in sums not less 
than twenty dollars, and to issue certificates therefor, in denominations of not less than twenty 
dollars, each corresponding with the denominations of the United States notes. The coin and 
bullion deposited for or representing the certificates of deposit, shall be retained in the Treasury 
for the payment of the same on demand; and certificates representing coin in the Treasury 
may be ISSUed in payment of interest on the public debt, which certificates, together with those 
issued for coin and bullion deposited, shall not at any. tinxe exceed twenty per centum beyond 
the amount of coin and bullion in the Treasury; and the certificates for coin and bullion in the 
Treasury shall be received at par in payment for duties on imports. 

(Discontinued by order of the Secretary of the Treasury, January 1st, 1879.) 

• 

ACT 01!' JULY 12TH, 1882. 

Sectirm 12.-That the Secretary of the Treasury is authorised and directed to receive deposits 
of gold coin with the Treasurer or Assistant Treasurers of the United States, in sums not less 
than twenty dollars, and to issue certificates therefor in denominations of not less than twenty 
dollars each, corresponding with the denominations of United States notes. 

The coin deposited for or representing the certificates of deposits shall be retained in the 
Treasury for the payment of the same on demand. 

Said certificates shall be receivable for Customs, taxes, and all public dues, and when so 
received may be reissued; 

And such certificates, as also silver certificates, when held bf any national-banking 
association shall be counted as part of its lawful reserve; and no natiOnal-banking association 
shall be a member of any clearing-house in which such certificates shall not be receivable in the 
settlement of clearing-house balances; 

Provided, That the Secretary of the Treasury shall suspend the issue of such gold certificates 
whenever the amount of gold coin and gold bullion in the Treasury reserved for the redemption 
of United States notes falls below one hundred millions of dollars; 

And the provisions of section fifty-two hundred and ·seven of the Revised Statutes shall 
be applicable to the certificates herein authorised and directed to be issued. . 

• • • • • 

1 Of the Revised Statutes of the United States. 
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ACT OF MARCH UTH, 1900. 

• • . . . • • • • • • • • 

S«tion 6.-That the Secretary of the Treasury is hereby authorised and.directed to.receive 
deposits of gold coin with the Treasurer or any Assistant Treasurer of t~e Umted .Sta~es m sums 
of not less than twenty dollars, and to issue gold certificates therefor m denommat10ns of not 
Jess than twenty dollars, and the coin so deposited shall be retained in the Treasury and held 
for the payment of such certificates on demand, and used for no other p~rpose. 

· Sueh certificates shall be receivable for Customs, taxes, and all pubhc dues, and when so 
received may be reissued, and when held by any national banking association may be counted 
as a part of its lawful reserve; . 

Provided, That whenever and so long as the gold coin held in the reserve fund in ~he Treasury 
for the redemption of United States notes and Treasury notes shall fall and remam below one 
hundred million dollars, the authority! to issue certificates as herein provided shall be suspended; 

.And provided ju~, T~at when~ver and so long as the aggregate amou1_1t of ~n!ted States 
notes and silver certificates m the general fund of the Treasury shall exceed sixty milhon dollars, 
the Secretary of the Treasury may, in his discretion, suspend the issue of the certificates herein 
provided for; 

.And provided further; That, of the amount of such outstanding certificates, one-fourth at 
least shall be in denominations of fifty dollars or less : . 

And provided further, That the Secretary of the Treasury may, in his discretion, issue such 
certificates in denominations of ten thousand dollars, payable to order; (2) and section fifty-one 
hundred and ninety-three of the Revised Statutes of the United States is hereby repealed. 

ACT OF MARCH 4TH, 1907. 

• • 
Section 6.-That the Secretary of the ·Treasury is hereby authorised and directed to receive 

depogts of gold coin with the Treasurer, or any Assistant Treasurer of the United States in 
sums of not less than twenty dollars, and to issue gold certificates therefor in denominations 
of not less than ten dollars, and the coin so deposited shall be retained in the Treasury and held 
for the payment of such certificates on demand, and used for no other purpose. Such certificates 
shall be receivable for Customs, taxes, and all public dues, and when so received may be reissued, 
and when held by any national banking association may be counted as a part of its lawful reserve : 
Prooided, That whenever and so long as the gold coin and bullion held in the reserve fund in the 
Treasury for the redemption of United States notes and Treasury notes shall fall and remain 
below one hundred million dollars, the authority to issue certificates as herein provided shall 
be _suspended : And pr~J~Jit!ed furt~, Thai. whenever and so long as the aggregate amount of 
u~~~ States notes and silver certificates m the general fund of the Treasury shall exceed sixty 
mill!on dollars, ~he S~ry of the Treas?ry may, in hi'l discretion, suspend the issue of the 
cert!ficates herem proVIded for : And pr_ovtded furfher! That of the amount of such outstanding 
certificates one-fourth at least shall be m denommatJons of fifty dollars or less : And fTovided 
fu~, That the Secretary of the Treasury may, in his discretion, issue such certificates m deno
mmabons of ten thousand dollars, payable to order; and section fifty-one hundred and ninety
three of the Revised Statutes of the United States is hereby repealed . 

• . . . . • • • • • • 
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ACT bF MARCH 2ND, 1911. 

Be it enacted by the Senate and House of Representatives of the United States of America 
in Con~;.tress assembled, That section six of an Act to define and fix the standard of value, to 
maintam the parity of all forms of money issued or coined by the United States, to refund the 
public debt, and for other purposes, approved March fourteentli, nineteen hundred, as amended 
by the Act approved March fourth, nineteen hundred and seven, be, and the same is hereby, 
further amended so as to read as follows : 

• • • • • . .. . • • • • • • 

Section 6.-That the Secretary of the Treasury is hereby authorised and directed to receive 
deposits of gold coin with the Treasurer, or any Assistant Treasurer of the United States, in 
sums of not less than twenty dollars, and to issue gold certificates therefor in denominations of 
not less than ten dollars, and the coin so deposited shall be retained in the Treasury and held 
for the payment of such certificates on demand, and used for no other purpose. Such certificates 
shall be receivable for Customs, taxes, and all public dues, and when so received may be reissued, 
and when held by any national banking association may be counted as a part of its lawful reserve; 
Provided, That whenever and so long as the gold coin and bullion held in the reserve fund in 
the Treasury for the redemption of United States notes and Treasury notes shall fall and remain 
below one hundred million dollars the authority to issue certificates as herein provided shall 
be suspended : And provided further, That whenever and so long as the aggregate amount of 
United States notes and silver certificates in the general fund of the Treasury shall exceed sixty 
million dollars, the Secretary of the Treasury may, in his discretion, suspend the issue of the 
certificates herein provided for : And provided further, That of the amount of such outstanding 
certificates one-fourth at least shall be in denominations of fifty dollars or less : And provided 
further, That the Secretary of the Treasury may, in his discretion, issue such certificates in 
denominations of ten thousand dollars, payable to order: And provided further, That the Secretary 

· of the Treasury may, in his discretion, receive, with the assistant treasurer in New York and the 
assistant treasurer in San Francisco, deposits of foreign gold coin at their bullion value in amounts 
of not less than one thousand dollars in value and issue gold certificates therefor of the descrip· · 
tion herein authorised : And provided further, That the Secretary of the Treasury may, in his 
discretion, receive, with the Treasurer or any Assistant Treasurer of the United States, deposits 
of gold bullion bearing the stamp of the coinage mints of the United States, or the assay office 
in New York, certifying their weight, fineness, and value, in amounts of not less than one thousand 
dollars in value and issue gold certificates therefor of the description herein authorised. But 
the amount of gold bullion and foreign coin so held shall not at any time exceed one-third of 
the total amount of gold certificates at such time outstanding. And section fifty-one hundred 
and ninety-three of the Revised Statutes of the United States is hereby repealed • 

• • • 
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• 

II. ACTS RELATING TO SILVER CERTIFICATES. 

ACT OF FEBRUARY 28TH, 1878 • 
. 

Be it enactrd, • • • That there shall be coined, at the several. ~!lints of the United 
States, silver dollars of the weight of four hundred and twelve and a-half grams T~y of standard 
silver as prmrided in the act of January eighteenth, eighteen hundred and thirty-seven, on 
which shall be the devices and suP_CI"SCriptions Pf?vided by said a~; {l ), which coins, together 
with all silver dollars heretofore corned by the Umted States, of like we1ght and fineness, shall 
be a legal tender, at their nominal value, for all debts and dues public and private, .except 
where otherwise expressly stipulated in the contract. 

(Omitted lines repealed and superseded, July 14th, 1890.) 

And prorided f"rthn, That nothing in this act shall be· construed to authorise the payment 
in silver of certificates of deposit issued under the provisions of section two hundred and fifty-four 
of the Revised Statutes. 

S~ 2.-{Temporary and expired.) 

Sedion 8.-That any holder of the coin authorised by this act may deposit the same with 
the Treasurer or any Assistant Treasurer of the United States, in sums not less than ten dollars, 
and receive therefor certificates of not less than ten dollars each, corresponding with the 
denominations of the United States notes. 

The coin deposited for or representing the certificates shall be retained in the Treasury 
for the payment of the same on demand. 

Said certificates shall be receivable for Customs, taxes, and all public dues, and, when so 
received, may be reissued. 

Section 4.-All Acts and parts of Acts inconsistent with the provisions of this act are hereby 
repealed. (Became a law February 28th, 1878, notwithstanding the President's veto.) 

• . . . • 

ACT OF MARCH 3RD, 1887. 

• • 
. P~graph .2.-~ the Sec~tB!'Y of the 'Treasury is hereafter authorised and required to 
JSSU~ silver-ct;rtificates m den_?mmatlons of one, two and five dollars; and the silver-certificates 
her:em aut!torised s~all be ~vable, redeemable, and payable in like manner and for like purposes 
as 11 proVIded for silver-certificates by the act of February twenty-eighth ei~htcen hundred and 
seventy-;eight, entitled "An act to authorise the coinage of the standard silver dollar and to 
~re. ~ legal-~nder c~aracter;" and denominations of one, two, and five dollars,' may be 
ISSUed m lieu of. silver-certificates of larger denominations in the Treasury, or in exchange therefor 
upon presentation by the holders; and to that extent said certificates of larger denominations 
shall lie cancelled and destroyed. · 

. . . . . • • • 
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ACT OF l\bRCH 14TH, 1900. 

/ 

Section 7.-That hereafter silver certificates shall be issued only of denominations of ten 
dollars and under, except that not exceeding in the aggregate ten per centum of the total 
volume of said certificates, in the discretion of the Secretary of the Treasury, may be issued in 
denomination of twenty dollars, fifty dollars, and one hundred dollars; and silver certificates of 
higher denomination than ten dollars, except as herein provided, shall, whenever received at the 
Treasury or redeemed, be retired and cancelled, and certificates of denominations of ten dollars 
or less shall be substituted therefor, and after such substitution, in whole or in part a like volume 
of United States notes of less denomination than ten dollars shall from time to time be retired 

-and cancelled, and notes of denominations of ten dollars and upward shall be reissued in 
substitution therefor, with like qualities and restrictions as those retired and cancelled. 

• • • • • • • • • • • • • • 

HI. ACTS RELATING TO UNITED STATES NOTES. 

The act of February 25th, 1862, authorised the issue of 150,000,000 United States notes, 
of which 50,000,000 were in lieu of an equal amount of demand notes and-could be issued only 
as the demand notes were cancelled. 

The Act of July 11th, 1862 authorised a second issue of 150,000,000, of which 50,000,000 were 
to be a temporary issue for the redemption of a debt known as the temporary loan. 

The Act of 1\Iarch 8rd, 1863, authorised a third issue of 150,000,000. 
The Act of April 12th, 1866 (suspended by the Act of Febmarr 4th, 1868), provided that 

United States notes might be retired to the extent of 10,000,000 durmg the ensuing six months, 
and that thereafter they might be retired at the rate of not more than 4,000,000 per month. 

After the panic of 1878 the Go~emment reissued 26,000,000 of the cancelled notes. 

ACT OF JANUARY 14TH, 1875. 

• • • • • 

Section a.-
And on and after the first day of January, anno Domini eighteen hundred and seventy-nine, 

the Secretary of the Treasury shall redeem in coin, the United States !~gal-tender notes then 
outstanding on their presentation for redemption, at the office of the AssiStant Treasurer of the 
United States in the City of New York, in sums of not less than fifty dollars. 

• • • • • • • • . ' .. • • • 
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AcT oF 1\IAY 31ST, 1878. 

Be it enacted, • • • That from and after the p~sage of this Act it. shall not be lawful 
for the Secretary of the Treasury or other officer unde~ lnm to cancel or retire any more o~ the 
United States legal-tender notes. And when any of said notes may be redeemed or ~e received 
into the Treasury under any law from any source whatever and shall bt;long to the U';uted Stat«;5, 
they shall not be retired, cancelled or destroyed but they shall be re-ISsued and paid out agam 
and kept in circulation : · · . 

Provided, That nothing herein shall prohib!t th:e c~ncella~ion and destruction ?f mutilat~ 
notes and the issue of other notes of like denommabon m their stead, as now proVIded by law, 

· All acts and parts of acts in conflict herewith are hereby repealed. . 

. . . 

ACT OF l\IARCH 14TH, 1900; 

Be it enacted • • • That the dollar consisting of twenty-five and eight-tenths ~ins 
of gold nine-tenths fine, as established by section thirty-five hundred and eleven of the ReVISed 
Statutes of the United States, shall be the standard unit of value, and all forms of money issued 
or coined by the United States shall be maintained at a parity of value with this standard, and 
it shall be the duty of the Secretary of the Treasury to maintain such parity. 

Section 2.-That United States notes, and Treasury notes issued under the Act of July 
fourteenth, eighteen hundred and ninety, when ~resented to tht; Treasu!Y for redemJ?tion, shall 
be redeemed in gold coin of the standard fixed m the first sectiOn of this Act, and m order to 
&ecUre the prompt and certain redemption of such notes as herein provided it shall be the duty 
of the Secretary of the Treasury to set apart in the Treasury a reserve fund of one hundred and 
fifty million dollars in gold coin and bullion, which fund shall be used for such redemption purposes 
only, and whenever and as often as any of said notes shall be redeemed from said fund it shall 
be the duty of the Secretary of the Treasury to use said notes so redeemed to restore and maintain 
such reserve fund in the manner following, to wit : • 

First, by exchanging the notes so redeemed for any gold coin in the general fund of the 
Treasury : secondly, by accepting deposits of gold coin at the Treasury or at any sub-treasury in 
exchange for the United States notes so redeemed; thirdly, b,Y procuring gold coin by the use 
of said notes, in accordance with the provisions of section thirty-seven hundred of the Revised 
Statutes of the United States. 

If the Secretary of the Treasury is unable to restore and maintain the gold coin in the reserve 
fund by the foregoing methods, and the amount of such ~old coin and bullion in said fund shall 
at any time fall below one hundred million dollars, then It shall be his duty to restore the same 
to the maximum sum of one hundred and fifty million dollars by borrowing money on the credit 
of the United States. and for the debt thus incurred to issue and sell coupon or registered bonds 
of the United States, in such form ali he may prescribe, in denominations of fifty dollars or any 
multiple thereof, bearing interest at the rate of not exceeding three per centum per annum, 
payable quarterly; such bonds to be payable at the pleasure of the United States after one year 
from the date of their issue, and to he payable, principal and interest in gold coin of the present 
standard value, and·to be exempt from the payment of all taxes or duties of the United States, 
as well_as frof!l taxation in any form. by or under State, municipal, or local authority; and the 
gold com received from the sale of said bonds shall first be covered into the general fund of the 
Treasury and then exchanged, in the manner hereinbefore provided, for an equal amount of the 
notes ~eemed. and held for exchange, and the Secretary of the Treasury may, in his discretion, 
use said notes m exchange for gold, or to purchase or redeem any bonds of the United States, 
or for any other lawful purpose the public interests may require except that they shall not be 
used to meet deficiencies in the current revenues. ' 
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That United States notes when redeemed in accordance with the provisions of this section 
shall be reissued, but shall be held in the reserve fund until exchanged for gold, as herein provided; 
and the gold coin and bullion in the reserve fund, together with the redeemed notes held for use 
as provided in this section, shall at no time exceed the maximum sum of one hundred and fifty 
million dollars. 

Section 8.-That nothing contained in this Act shall be construed to affect the legal 
tender quality as now provided by law of the silver dollar, or of any other money coined or issued 
by the United States. 

Section 4.-That there be established in the Treasury Department, as a part of the office 
of the Treasurer of the United States, divisions to be desi~Jnated and known as the division of 
issue and the division of redemption, to which shall be assigned, respectively, under such regu
lations as the Secretary of the Treasury may approve, all records and accounts relating to the 
issue and redemption of United States notes, gold certificates, silver certificates, and currency 
certificates. 

There shall be transferred from the accounts of the general fund of the Treasury of the 
United States, and taken up on the books of said divisions, respectively, accounts relating to 
the reserve fund for the redemption of United States notes and Treasury notes, the gold coin 
held against outstanding currency certificates and the silver dollars held against outstanding 
silver certificates, and each of the funds represented by these accounts shall be used for the 
redemption of the notes and certificates for which they are respectively pledged, and shall be 
used for no other purpose, the same being held as trust funds. • . 

• . . . 

ACT OF MAY 30TH, 1908. 
I 

• • • • • • • • • • • • • • • • • 

Section 9.-. . . . . . . . . . . · 
The taxes received on circulating notes secured otherwise than by bonds of the United 

States shall be paid into the Division of Redemption of the Treasury and credited and added 
to the reserve fund held for the redemption of United States and other notes. . . • • • • • • • • • • • 

. IV. ACTS RELATING TO TREASURY NOTES OF 1890. 

AcT oF JuLY 14TH, 1890. 

Be it enacted • • • That the Secretary of the Treasury is hereby directed to purchase, 
from time to time, silver bullion to the aggregate amount of four million five hundred thousand 
ounces, or so much thereof as may be offered in each month, at the market price thereof, not 
exceeding one dollar for three hundred and seventy-one and twenty-five hundredths grains of 
pure silver. . 

And to issue in payment for such purchases of silver bullion, Treasury notes of the United 
States to be prepared by the Secretary of the Treasury, in such form and of such denominations, 
not less than one dollar, nor more than one thousand dollars, as he may prescribe, and a sum 
sufficient to carry into effect the provisions of this act is hereby appropriated out of any money 
in the Treasury not otherwise appropriated. 

23 
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Smiotl !.-That the Treasury notes issued in accordance with the provisions of this act 
shall be redeemable on demand, in coin, at the Treasury of the United States, or at the office 
of any Assistant Treasurer of the United States, and when so redeemed may be reissued; . 

But no greater or less amount of such notes shall be outstanding at any time than the cost 
of the silver bullion and the standard silver dollars coined therefrom, then held in the Treasury 
purchased by such notes : 

And such Treasury notes shall be a legal tender in payment of all debts, public and private, 
except where otherwise expressly stipulated in the contract, and shall be receivable for Customs, 
taxes, and all public dues, and when so ~eived mar be reis~u~; 

And such notes, when held by any national bankmg association, may be counted as a part · 
of its lawful reserve. 

That upon demand of the holder of any of the Treasury notes herein provided for, the Secre
tary of the Treasury shall, under such regulations as he may prescribe, redeem such notes in 
gold or silver coin, at his discretion. 

It being the established policy of the United States to maintain the two metals on a parity 
with each other upon the present legal ratio, or such ratio as may be provided by law. 

. . . • • • 

ACT oF NoVEMBER 1sT, 1893. 

Be it mamd • • . That so much of the Act approved July fourteenth, eighteen 
hundred and ninety, entitled "An act directing the purchase of {I) silver bullion and issue of 
Treasury notes thereon, and for other purposes", as directs the Secretary of the Treasury to 
purchase from time to time silver bullion to the aggregate amount of four million five hundred 
thousand ounces, or so much thereof as may be offered in each month at the market price thereof, 
not exceeding one dollar for three hundred and seventy-one and twenty-five one hundredths 
grains of pure silver, and to issue in payment for such purchases Treasury notes of the United 
States, be, and the same is hereby, repealed. . 

And it is hereby further declared to be the policy of the United States to continue the use 
of both gold and silver as standard money, and to coin both gold and silver into money of equal 
intrinsic and exchangeable value. 

Such equality to be secured through international agreement, or by such safeguards of 
legislation as will insure the maintenance of the parity in value of the coins of the two metals, 
and the C9,U~ power of every dollar at all times in the markets and in the payment of debts. 

And 1t IS hereby further declared that the efforts of the Government should be steadily 
directed to the establishment of such a safe system of bi-metallism as will maintain at all times 
the equal power of every dollar coined or issued by the United States, in the markets and in the 
payment of debts. (November 1st, 1893.) · 

The Act of June 18th; 1898, provides that the Secretary of the Tr~ury shall coin into 
silver dollars, all of the silver bullion purchased under authority of the Act of July 14th, 1890. 

ACT OF MARCH UTB, 1900. 

• 

Sedion 5.-Th&:t it shall be the duty. of the Secretary of the Treasury, as fast as standard 
silver ~ollars are corned u~der the p~VJSlons of the Acts of July fourteenth, eighteen hundred 
and nmety, and June thirteenth, e!ghteen hundred and ninetyeight, from bullion purchased . 
under the Act of July fourteenth, e1ghteen hundred and ninety, to retire and cancer an equal 
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a~ount of Tre.~ury notes. wheneve~ received ~nto the Treasury, ~ither by exchange in accordance 
w1th the provisions of th1s Act or m the ordmary course of busmess, and upon the cancellation 
of Treasury notes silver certificates shall be issued against the silver dollars so coined • 

. Section 8.-That the Secretary of the Treasury is hereby authorised to use, at his discretion 
any silver bullion in the Treasury of the United States purchased under the Act of July fuur: 
teenth, eighteen hundred and ninety, for coinage into such denominations of subsidiary silver 
coin as may be necessary to meet the public requirements for such coin : . 

Provided, That the amount of subsidiary silver coin outstanding shall not at any time exceed 
in the aggregate one hundred millions of dollars. · 

Whenever any silver bullion purchased under the Act of July fourteenth, eighteen hundred 
and ninety, shall be used in the coinage of subsidiary silver coin, an amount of Treasury notes 
issued under said Act equal to the cost of the bullion contained in such coin shall be cancelled 
and not reissued. · 

(See also sections 1, 2, 8, and 4 of same Act included under "Acts Relating to United States 
Notes".) 

' ' 

V. ACTS RELATING TO NATIONAL BANK-NOTES. 

The Act of February 25th, 1868, first authorised the issue of circulating notes by national 
banking associations. This Act was found to be defective and was suspended by the Act of 
June 8rd0 1864. . · • 

ACT oF JuNE 8BD, 1864 • 

• • 

Section 5159 1,-Every association, after having complied with the provisions of this Title, 
preliminary to the commencement of the banking business, and before it shall be authorised 
to commence banking business under this Title, shall transfer and deliver to the Treasurer of 
the United States any United States registered bonds, bearing interest, to an amount not less 
than thirty thousand dollars and noL less than one-third of the capitAl stock paid in. Such 
bonds shall be received by the Treasurer upon deposit. and shall be by him safely kept in his 
office, until they shall be otherwise disposed of, m pursuance of the provisions of this Title. 

Section 5160 1.-The deposit of bonds made by each association shall be increased as its 
capital may be paid up or increased, so that every association shall at all times have on deposit 
with the Treasurer, registered United States bonds to the amount of at least one-third of its 
capital stock actually paid in. And any association that may desire to reduce its capital or to 
close up its business and dissolve its organisation, may take up its bonds upon returning to the 
Comptroller its circulating notes in the proportion hereinafter r~uired, or may take tip any 
excess of bonds beyond one-third of its capital stock, and upon whJCh no circulating notes have 
been delivered • 

• • • • 

1 Of the Revised Statutes of the United States. 
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Section 51711.-Upon a deposit of bonds as prescribed by. sections fifty-one hundr.ed and 
fifty-nine. and fifty-one hundred and sixty, the association making th~ same shall b': ent.1tled ~o 
receive from the Comptroller of the Currencr circulatin~ notes of di!ferent denomm~t10ns, m 
blank. registered and countersigned as heremafter prov1ded, equal m amount to nme~y per 
centum of the current market-value of the United States bonds so transferred and deliv~, 
but not exceeding ninety per centum of the amount of the bonds at th~ par value thereof, if 
bearing interest at a rate not less than five per centum per annum! Promded,_ That ~he a~ount 
of circulating notes to be furnished to each association shall be m proportion to 1ts pa1d-up 
capital, as follows, and no more : 

1. To each association whose capital does not exceed five hundred thousan~ dollars, ninety 
per centum of such capital. 

2. To each association whose capital exceeds five hundre? thousand dollars, but does not 
exceed one million of dollars, eighty per centum of such capitaL 

8. To each assoeiation whose capital exceeds one millio1_1 of dollars, but does not exceed 
three millions of dollars, seventy-five per centum of such capital. 

•· To each association whose capital exceeds three millions of dollars, sixty per centum of 
such capital. 

. . . 
Section 5182 1.-After any association receivin~ circulating notes under this Title has caused 

its promise to pay such notes on demand to be s1gned by the president or vice-president and 
cashier thereof, in such manner as to make them obligatory promissory notes, payable on demand, 
at its place of business, such association may issue and circulate the same as money. And the 
same shall be received at par in all {>arts of the United States in ~;~ayment of taxes, excises, public 

. lands, and all other dues to the Umted States, except duties on rmports; and also for all salaries 
and other debts and demands owing by the United States to individuals, corporations, and asso
ciations within the United States, except interest on the public debt, and in redemption of the 
national currency. 

Section 5183 •.-No national banking association shall issue (post notes or) any other notes 
to circulate as money than such as are authorised by the provisions of this Title. 

• . 

ACT OF JuNE 2oth, 1874. 

. Be it enacted • • • That the Act entitled (I) "An act to provide a national currency 
secured by a pledge of United States bonds, and to provide for the circulation and redemption 
thereof", approved June third, eighteen hundred and sixty-four, shall hereafter be known as 
"The National-Bank Act". 

Sectilm 2.-That section thirty-one of the "The National-Bank Act" be so amended that 
the several associations therein provided for shall not hereafter be required to keep on hand 
any amount of money whatever, by reason of the amount of their respective circulations· but 
the moneys requ~d. by said section to be k.ept at a~ times o~ hand shall be determined by the 
amount of depos1ts m all respects, as prov1ded for m the sa1d section. , 

. Sectilm 8.-That every assoeiation organised, or to be organised, under the provisions of the 
~d Act, and of the several.Acts amend~tory thereof, shall at all times keep and have on deposit 
m the Treasury of .the _(Jmt~ States, m lawful money of the United States, a sum equal to 
five per centum of 1ts circulation, to be held and used for the redemption of such circulation; 

1 Of the Revised Statutes of the United States. 
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which sum shall be counted as a part of its lawful reserve, as provided in section two of this 
Act; 

And when the circulating notes of any such associations, assorted or unassorted, shall be 
presented for redemption, in sums of one thousand dollars, or any multiple thereof, to the Treasurer 
of the United States, the same shall be redeemed in United States notes. All notes so redeemed 
shall be charged by the Treasurer of the United States to the respective associations issuing the 
same, and he shall notify them severally, on the first day of each month, or oftener, at his discre
tion, of the amount of such redemptions : and whenever such redemptions for any association 
shall amount to the sum of five hundred dollars, such association so notified shall forthwith 
deposit with the Treasurer of the United States a sum in United States notes equal to the amount 
of its circulating notes so redeemed. 

• • 

Section 4.-. That any association organised under this Act, or any of the Acts of which 
this is an amendment, desiring to withdraw its circulating notes in whole or in part, may, upon 
the deposit of lawful money with the Treasurer of the United States in sums of not less than 
nine thousand dollars, take up the bonds which said association has on deposit with the Treasurer 
for the security of such circulating notes; which bonds shall be assigned to the bank in the manner 
specified in the nineteenth section of the National Bank Act; and the outstanding notes of said 
association, to an amount equal to the legal tender notes deposited, shall be redeemed at the 
Treasury of the United States, and destroyed as now provided by law; 

Provided, That the amount of the bonds on deposit for circulation shall not be reduced 
below fifty thousand dollars. · 

Section 5.-That the Comptroller of the Currency shall, under such rules and regulations 
as the Secretary of the Treasury may prescribe, cause the charter-numbers of the association 
to be printed upon all national bank-notes which may be hereafter issued by him. 

Section 6.-That the amount of United States notes outstanding and to be used as a part 
of the circulatin~ medium shall not exceed the sum of three hundred and eighty-two million 
dollars, which sa1d sum shall appear in each monthly statement of the public debt, and no part 
thereof shall be held or used as a reserve. 

• • • • • • • • • • 

ACT OF JuLY 12TH, 1882. 

• • • • • • • • • • • • • • • • • • • 

Section 8.-That national banks now organised or hereafter organised, having a capital of 
one hundred and fifty thousand dollars, or less, shall not be required to keep on deposit or deposit 
with the Treasurer of the United States United States bonds in excess of one-fourth of their 
capital stock as security for their circulating notes; but such banks shall keep on deposit or 
deposit with the Treasurer of the United States the amount of bonds as herein required. 

And such of those banks having on deposit bonds in excess of that amount are authorised 
to reduce their circulation by the deposit of lawful money as provided by law; provided That 
the amount of such circulating notes shall not in any case exceed ninety per centum of the par 
value of the bonds deposited as herein provided. · 

• • • • • • • • • • • • • • • • • 
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Th~ Act of Jllan'h 14th, 1900, fixed the tax on circulation sec'!re~ by 2 per cent bonds at 
one-fourth of 1 per cent semi-am.mally and provid~ for the orgamsat1on C?f ban~s of not less 
than $25,000 capital in places w1th population not m excess of 8,000. ThiS Act mcrc;ased the 
amount of circulation allowed from 90 per cent of par to J?Br value of t~e bon~s depos1ted, but 
did not modify the requirement that banks should deposit bonds for c1rculat~on. 

The Federal Reserve Act provides that national banks thereafter .orgamsed .shall not ~e 
required to deposit United States bonds as a condition precedent to bemg authorJSed to begm 

bus~~further stipulates that after two years from its passage. and. for t":enty years the.reafter 
any member bank desiring to retire t~e, "!hole or any !?art of 1ts Circulation may file ~VJth the 
Treasurer of the United States an apphcatlon to sell for 1ts accoun~ •. at :par and accrued mterest, 
United States bonds securing the circulation to be retired 1• ProVISIOn IS made for the purchase 
by the Federal reserve banks of the bonds offered for s!'-le by the 1?-ation~l banks, the. purchase . 
money to be deposited in the Treasury for the redemption of the circulatiOn to be retired. 

VI. ACTS RELATING TO FEDERAL. RESERVE NOTES. 

THE FEDERAL REsERVE ACT (December 23rd, 1913) AS AMENDED. 

Section 11.-The Federal Reserve Board shall be authorised and empowered : 

(c) To suspend for a period not exceeding thirty days, and from time to time to renew such 
suspension for periods not exceeding fifteen days, any reserve requirements specified in this 
Act: Provided, That it shall establish a graduated tax upon the amounts by which the.reserve 
requirements of this Act may be permitted to fall below the level hereinafter specified : And 
provided further, That when the gold reserve held against Federal reserve notes falls below forty 
per centum, the Federal Reserve Board shall establish a graduated tax of not more than one 
per centum per annum upon such deficiency until the reserves fall to thirty-two and one-half 
per centum, and when said reserve falls below thirty-two and one-half per centum, a tax at the 
rate increasingly of not less than one and one-half per centum per annum upon each two and 
one-half per centum or fraction thereof that such reserve falls below thirty-two and one-half 
per centum. The tax shall be paid by the reserve bank, but the reserve bank shall add an amount 
equal to said ~ to the rates of interest and discount fixed by the Federal Reserve Board. 

• · . . .. 
Section 13.-Any Federal reserve bank may receive from any of its member banks and 

from the United States, deposits of current funds in lawful_money, national-bank notes, F;deral 
reserve no~, orchecks, and drafts, payable upon presentation, and also, for collection, maturing 
notes and bJ!ls; or, ~!ely for purposes of e~change or of collection, may receive from other Federal 
reserve banks depos1ts of current funds m lawful money, national-bank notes, or checks upon 
other Federal reserve banks, and checks anti drafts, payable upon presentation within its district, 

1 See under "Acta Relating to Federal Reserve Bank-Notes", Federal Reserve Act, Section 18. 
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and maturing notes and bills payable within its district; or, solely for the purposes of exchange 
or of collection, may receive from any nonmember bank or trust company deposits of current 
funds in lawful money, national-bank notes, Federal reserve notes, checks and drafts payable 
upon presentation, or maturing notes and bills : Provided, Such nonmember bank or trust com
pany ~aintai~s with th~ Federal reserve bank of its district a balan~ sufficient to offset the 
item~ m transit held for _Its acco~nt by the Federal reserve bank: ~~Ov1ded,jurther, That nothing 
in th1s or any other section of th1s act shall be construed as proh1b1tmg a member or nonmember 
bank from making reasonable charges, to be determined and regulated by the Federal Reserve 
Board, but in no case to exceed 10 cents per 1100 or fraction thereof, based on the total of checks 
and drafts presented at any one time, for collection or payment of checks and drafts and remission 
therefor by exchange or otherwise; but no such charges shall be made against the Federal reserve 
banks. 

Upon the indorsement of any of its member banks, which shall be deemed a waiver of demand, 
notice and protest by such bank as to ib own indorsement exclusively, any Federal reserve bank 
may discount notes, drafts, and bills of exchange arising out of actual commercial transactions; 
that is, notes, drafts, and bills of exchange issued or drawn for agricultural, industrial, or 
commercial purposes, or the proceeds of which have been used, or are to be used, for such 
purposes, the Federal Reserve Board to have the right to determine or define the character of 
the paper thus eligible for discount, within the meaning of this Act. Nothing in this Act contained 
shall be construed to prohibit such notes, drafts, and bills of exchange, secured by staple agri
cultural products, or other goods, wares, or merchandise from being eligible for such discount, 
and the notes, drafts, and bills of exchange of factors issued as such makin~ advances exclusively 
to producers of staple agricultural products in their raw state shall be elig1ble for such discount; 
but such definition shall not include notes, drafts, or bills covering merely investments or issued 
or drawn for the purpose of carrying or trading in stocks, bonds, or other investment securities, 
except bonds and notes of the Government of the United States. Notes, drafts, and bills admitted 
to diScount under the terms of this paragraph must have a maturity at the time of discount 
of not more than 90 days, exclusive of grace. 

Upon the indorsement of any of its member banks, which shall be deemed a waiver of demand, 
notice, and protest by such bank as to its own indorsement exclusively, and subject to regulations 
and limitations to be ~rescribed by the Federal Reserve Board, any Federal reserve bank may 
discount or purchase b1lls of exchange payable at sight or on demand which are drawn to finance 
the domestic shipment of nonperishable, readily marketable staple agricultural products and are 
secured by bills of lading or other shipping documents conveying or securing title to such staples : 
Provided, That all such bills of exchange shall be forwarded promptly for collection, and demand 
for payment shall be made with reasonable promptness after the arrival of such staples at their 
destination : Provided, further, That no such bill shall in any event be held by or for the account 
of a Federal reserve bank for a period in excess of 90 days. In discounting such bills Federal 
reserve banks may compute the mterest to be deducted on the basis of the estimated life of each 
bill and adjust the discount after payment of such bills to conform to the actual life thereof. 

The aggregate of such notes, drafts, and bills bearing t~e signa~ure or indorsement of any 
one borrower, whether a person; company, firm, or corporatiOn, rediscounted for any one bank 
shall at no time exceed ten per centum of the unim~aired capital and surplus of said bank; but 
this restriction shall not apply to the discount of bills of exchange drawn in good faith against 
actually existing values. 

Any Federal reserve bank may discount acceptances of the kinds hereinafter described, 
which have a maturity at the time of discount of not more than 90 days' sight, exclusive of days 
of grace, and which are indorsed by at least one member bank : Provided, That such acceptances 
if drawn for an agricultural purpose and secured at the time of acceptance by warehouse receipts 
or other such documents conveying or securing title covering readily marketable staples may be 
discounted with a maturity at the time of discount of not more than six months' sight exclusive 
~~~~ . 

· Any member bank may accept drafts or bills of exchange drawn upon it having not more 
than six months' sight to run, exclusive of days of grace, which grow out of transactions involving 

·the importation or exportation of ~oods; or which grow out of transactions involving the domestic 
shipment of goods provided shippmg documents conveying or securing title are attached at the 
time of ~cceptance; or which are secured at the time of acceptance b~ a warehouse receipt or 
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other such document conveying or securing title coverin(l' readily ~arketable staples. No 
J:nember bank shall accept, whether in a foreign or domestl~ t~nsact10n, for any one person, 
companv finn or corporation to an amount eq_ual at any trme m the aggregate to ":lore than 
ten per ~ntum' of its paid-up and unimpaired capital stock .and surJ?lus, unless the bank IS secu~d 
either by attached documents or by some other actual security growmg out of the ~am~ transaction 
as the acceptance· and no bank shall accept such bills to an amount equal at any time m the aggre
gate to more tha~ one-half of its paid-up and unimpaired capital stoc;k and s"!lrplus : Provi~d, 
~~~. That the Federal Reserve Board, under such general regul!ltlons as 1t may prest'ribe, 
which shall apply to all banks alike regardless of the amount of capital ~tock and surylus! may 
authorize any member bank to accept s"!ch biJ!s to an amo~nt n<?t excee~mg at any time m the 
aggregate one hundred per centum of Its paid-up and unrmpaired capital stock and surplus : 
Provided, further, That the aggregate of acceptanc_es growing out of domestic transactions shall 
in no event exceed fifty per centum of such capital stock and surplus. 

Jrny Federal reserve b~ may make advances to its mem~r banks on their promissory 
notes for a period not exceeding fifteen days at rates to be estabhshed by such Federal reserve
banks, subject to the review and determination of t~e Federal Reserve Board, P,rovided such 
promissory notes are ~ecured by such notes, drafts, bills of exchange, or bankers acc~~tances 
as are eligible for rediscount or for purchase by Federal reserve banks under the proviSions of 
this Act, or by the deposit or pledge of bonds or n_otes of the United Stat~s. . 

Section fifty-two hundred and two of the ReviSed Statutes of the Umted States IS hereby 
amended so as to read as follows: "No national banking association shall at any time be indebted, 
or in any way liable, to an amount exceeding the amount of its capital stock at such time actually 
paid in and remaining undiminished by losses or otherwise, except on account of demands of the 
nature following : 

First. Notes of circulation. 
· Second. l'tloneys deposited with or collected by the asSO<'iation. • 

Third. Bills of exchange or drafts drawn against money actually on deposit to the credit 
of the association, or due thereto. , 

Fourth. Liabilities to the stockholders of the association for dividends and reserve profits. 
Fifth. Liabilities incurred under the provisions of the Federal Reserve Act. . 
Sixth. Liabilities incurred under the provisions of the War Finance Corporation Act. 
Seventh. Liabilities ereated by the indorsement of accepted bills of exchange payable 

abroad actually owned by the indorsing bank and discounted at home or abroad. 
Eighth. Liabilities incurred under the provisions of section 202 of Title II of the Federal 

Farm Loan Act, approved July 17, 1916, as amended by the Agricultural Credits Act of 1923. 
The discount and rediscount and the purchase and sale by any Federal reserve bank of any 

bills receivable and of domestic and foreign bills of exchange, and of acceptances authorized by 
this Act, shall be subject to such restrictions, limitations, and regulations as may be imposed 
by the Federal Reserve Board. 

That in additism to the powers now vested by law in national banking associations organized 
under the l~ws of th~ United States any such associati~n loc;ated and doing business in any place 
the population of which does not exceed five thousand mhab1tants, as shown by the last preceding 
decennial census, may, under such rules and re~ations as ~ay be prescribed by the Comptroller 
of the ~'!rrency, act as t~e ag~nt for_ any fire! hfe, or other msu~nce company authorized by the 
authonhes of the State m which said bank IS located to do busmess in said State by soliciting 
and. selling ins'!rance and collecting premiums o!l policies issued by such compa'ny; and may 
receive for services so rendered such fees or commiSsions as may be agreed upon between the said 
association and the insu~nce co.mpany for W:hich it may act as agent; and may also act a.• the 
broker or agent for others m makmg or procunng loans on real estate located within one hundred 
miles of the place in which said bank may be located, receiving for such services a reasonable fee 
o~ co~ission : Provided, lwwever, That no such bank shall in any case guarantee either the prin
cipal or mterest of any such loans or assume or guarantee the payment of anv premium on insurance 
policies issued through its agency by its principal : And provided furtl!er, That the bank shall 
not guarantee the truth of any statement made hr. an assured in filing his application for insurance. 

Any member ~a!lk may accept dr~fts or bills of exchange drawn upon it having not more 
t~n three months sight to run, exdusive of days of grace! dra":n under ~egulations to be pre
scnbed by the Federal Reserve Board by banks or bankers m foreign countnes or dependencies or 
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insular possessions of the United States for the purpose of furnishing dollar exchange as required 
by the usa~res of trade in the respective countries, dependencies, or insular possessions. Such 
drafts or bills may be acquired by Federal reserve banks in such amounts and subject to such 
regulations, restrictions, and limitations as may be prescribed by the Federal Reserve Board : 
Provided, however, That no member bank shall accept such drafts or bills of exchange referred 
to this paragraph for any one bank to an amount exceeding in the aggregate ten per centum of 
the paid-up and unimpaired capital and surplus of the accepting bank unless the draft or bill of 
exchange Js accompanied by documents conveying or securing title or by some other adequate , 
security : Provided further, That no member bank shall accept such drafts or bills in an amount . 
exceedmg at any time the aggregate of one-half of its paid-up and unimpaired capital and surplus. 

Section lSa.-Upon the indorsement of any of its member banks, which shall be deemed 
a waiver of demand, notice, and protest by such bank a~ to its own indorsement exclusively, 
any Federal reserve bank may, subject to regulations and limitations to be prescribed by the 
Federal Reserve Board, discount notes, drafts, and bills of exchange issued or drawn for an agri
cultural purpose, or based upon live stock, and having a maturity, at the time of discount, exclu
sive. of days of grace, not exceeding nine months, and such notes, drafts, and bills of exchange 
may be offered as collateral security for the issuance of Federal reserve notes under the provisions 
of section 16 of this Act : Provided, That notes, drafts, and bills of exchange with maturities 
in excess of six months shall not be eligible as a basis for the issuance of Federal reserve notes 
unless secured by warehouse receipts or other such negotiable documents conveying or securing 
title to readily marketable staple agricultural products or by chattel mortgage upon live stock 
which is being fattened for market. 

That any Federal reserve bank may, subject to regulations and limitations to be prescribed 
by the Federal Reserve Board, rediscount such notes, drafts, and bills for any Federal Inter
mediate Credit Bank, except that no Federal reserve bank shall rediscount for a Federal Inter
mediate Credit Bank any such note or obligation which bears the indorsement of a nonmember 
State bank or trust company which is eligible for membership in the Federal reserve system, 
in accordance with section 9 of this Act. 

Any Federal reserve bank may also buy and sell debentures and other such obligations 
issued by a Federal Intermediate Credit Bank or by a National Agricultural Credit Corporation, 
but only to the same extent as and subject to the same limitations as those upon which it may 
buy and sell bonds issued under Title I of the Federal Farm Loan Act. 

Notes, drafts, bills of exchange or acceptances issued or drawn by co-operative marketing 
· associations composed of producers of agricultural products shall be deemed to have been issued 
or drawn for an agricultural purpose, within the meaning of this section, if the proceeds thereof 
have been or are to be advanced by such association to any members thereof for an agricultural 
purpose, or have been or are to be used by such association in making payments to any members 
thereof on account of agricultural products delivered by such members to the association, or if 
such proceeds have been or are to be used by such association to meet expenditures incurred 
or to be incurred by the association in connection with the grading, processing, packing, prepa
ration for market, or marketing of any agricultural product handled by such association for any 
of its members : Provided, That the express enumeration in this paragraph of certain classes of 
paper ?f co;oper~tive marketing associations as eligible for re~is<;ount sh~ll ~ot be con~t_rued as 
rendermg meligJble any other class of paper of such associations which IS now eligible for 
rediscount. . 

The Federal Reserve Board may, by regulation, limit to a P.ercentage of the assets of a Federal 
reserve bank the amount of notes, drafts, acceptances, or bills having a maturity in excess of 
three months but not exceeding six months, exclusive of days of grace, which may 'be discounted 
by such bank, and the amount of notes, drafts, bills, or acceptances having a maturity in excess 
of six months, but not exceeding nine months, which may be rediscounted by such bank. 

Section U.-Any Feder~ reserve bank may, under rules and regulations prescribed by the 
Federal Reserve Bo~rd, purchase and sell in t~e open ~ar~e~, at home or abroad, either from o~ 
to domestic or foreign lianks, firms, co~rations, or m~J_YJduals, .cable transfer;; ~nd banke~ 
acceptances and bills of exchange of the kmds and matunt1es by th1s Act made ehg1ble for redis
count, with or without the indorsement of a member bank. 
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Every Federal reserve bank shall have power : 

(a) To deal in gold coin and bullion at home or abroad, to make loans thereon, exchange 
Federal reserve notes for gold, gold coin, or gold certificates, an_d t«? cont~act for loans of ~t?ld 
coin or bullion, giving therefor, when necessary, acceptable security, mcludmg the h.ypothecatlon 
of United States bonds or other securities wh1ch Federal reserve banks .are authoriZed to hold; 

·(b) To buy and sell, at home or abroad, bonds and notes of the United States, an~ bill.s, 
notes, revenue bonds, and warrants with a maturity from date. of pu~~!llit; of not exceed1!lg s1x 
months, issued in anticipation of the collecti«?n of ~es or m. a!l!lclpatlon of. ~he ~c~1pt of 
assured revenues by any State, county, district, political subdiVIS!on, ?r ~umCipality m the 
continental United States, including irrigation, drainage and .reclamation diStricts, such purchases 
to be made in accordance with rules and regulations prescribed by the Federal Reserve Board; 

(c) To purchase from member banks and to sell, with or without its indorsement, bills of 
exchange arising out of commercial transactions, as hereinbefore defined; · 

(d) To establish from time to time, subject to review and determination of the Federal 
Reserve Board, rates of discount to be charged by the Federal reserve bank for each class of 
paper, which shall be fixed with a view of accommodating commerce and business; 

(e) To establish accounts with other Federal reserve banks for exchange purposes and, with 
the consent or upon the order and direction of the Federal Reserve Board and under regulations 
to be prescribed by said board, to O{len and maintain accounts in foreign countries, appoint 
correspondents, and establish agencies m such countries wheresoever it may be deemed best for the 
purpose of purchasing, selling, and collecting bills of exchange, and to buy and sell, with or 
without i~ indorsement, through such correspondents or agencies, bills of exchange (or 
acceptances) arising out of actual commercial transactions which have not more than ninety days 
to run, exclusive of days of grace, and which bear the signature of two or more responsible 
parties, and, with the consent of the Federal Reserve Board, to open and maintain banking 
accounts for such foreign correspondents or agencies. Whenever any such account has been 
opened or agency or correspondent has been appointed by a Federal reserve bank, with the 
consent of or under the order and direction of the Federal Reserve Board, any other Federal 
reserve bank may, with the consent and approval of the Federal Reserve Board, be permitted 
to carry on or conduct, through the Federal reserve bank opening such account or appointing 
such agency or correspondent, any transaction authorized by this section under rules and 
regulations to be prescribed by the board. 

(/) To purchase and sell in the open market, either from or to domestic banks, firms, 
corporations, or individuals, acceptances of Federal Intermediate Credit Banks and of National 
Agricultural Credit Corporations, whenever the Federal Reserve Board shall declare that the 
public interest so requires • 

• • 

Section 16.-Federal reserve notes, to be issued at the discretion of the Federal Reserve 
Board for the purpose of making advances to Federal reserve banks through the Federal reserve 
agents as h~m~ter set forth ~nd for no other purpose, are hereby authorised. The said notes 
shall be obligations of the Uruted States and shall be receivable by all national and member 
banks and F~eral reserve banks and for all taxes, customs, and other public dues. They shall 
be redeemed m gold on demand at the Treasury Department of the United States in the city 
of Washington, District of Columbia, or in gold or lawful money at any Federal ~erve bank. 

Any Federal reserve bank may make app.lication to t~e local Federal reserve agent for 
such. ~ount of the Federal ~ervt; notes herembefore provided for as it may require. Such 
~pplicatlon shall be accompanied w1th a tender to the local Federal reserve agent of collateral 
m amount ~~ to the sum of the Fede~ reserve notes thus applied for and issued pursuant 
to such applicatwn. . The collateral s~ty thus off~red s~all be notes, drafts, bills of exchange, 
?J' acceptances acquired under the proVISions of section thirteen of this act or bills of exchange 
mdom:d by a member b~ of any Fede~ reserve district and purchased'under the provisions 
of ~10n fourteen of thiS act, or ~ankers acce_ptances purchased under the provisions of said 
sect1oo fourteen, or gold or gold certificates; but m no event shall such collaterar security, whether 
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gold, gold certificates, or eligible paper, be less than the amount of Federal reserve notes applied 
for. The said Federal Reserve Board may at any time call upon a Federal reserve bank for 
additional security to protect the Federal reserve notes issued to it. 

Every Federal reserve bank shall maintain reserves in gold or lawful money of not less than 
thirty-five per centum against its deposits, and reserves in gold of not less than forty per centum 
against its Federal reserve notes in actual circulation : Provided, however, That when the Federal · 
reserve agent holds gold or gold certificates as collateral for Federal reserve notes issued to the 
bank such gold or gold certificates shall be counted as part of the gold reserve which such bank 
is required to maintain against its Federal reserve notes in actual circulation. Notes so paid 
out shall bf'ar upon their faces a distinctive letter and serial number which shall be assigned by 
the Federal Reserve Board to each Federal reserve bank. Whenever Federal reserve notes 
issued through one Federal reserve bank shall be received by another Federal reserve bank, 
they shall be promptly returned for credit or redemption to the Federal reserve bank through 
which they were originally issued or, upon direction of such Federal reserve bank, they shall 
be forwarded direct to the Treasurer of the United States to be retired. No Federal reserve 
bank shall pay out notes' issued through another under penalty of a tax of ten per centum upon. 
the face value of notes so paid out. Notes presented for redemption at the Treasury of the 
United States shall be paid out of the redemption fund and returned to the Federal reserve banks 
through which they were originally issued, and thereupon such Federal reserve bank shall, 
upon demand of the Secretary of the Treasury, reimburse such redemption fund in lawful money 
or, if such Federal reserve notes have been redeemed by the Treasurer in gold or gold certificates, 
then such funds shall be reimbursed to the extent deemed necessary by the Secretary of the 
Treasury in gold or gold certificates, and such Federal reserve bank shall, so long as any of its 
Federal reserve notes remain outstanding, maintain with the Treasurer in gold an amount suffi-. 
cient in the judgment of the. Secretary to provide for all redemptions to be made by the Treasurer. 
Federal reserve notes received by the Treasurer otherwise than for redemption may be exchanged 
for gold out of the redemption fund hereinafter provided and returned to the reserve bank 
through which they were originally issued, or they may be returned to such bank for the credit 
of the United States. Federal reserve notes unfit for circulation shall be returned by the Federal 
reserve agents to the Comptroller of the Currency for cancellation and destruction. 

The Federal Reserve Board shall require each Federal reserve bank to maintain on deposit 
in the Treasury of the United States a sum in gold sufficient in the judgment of the Secretary 
of the Treasury for the redemption of the Federal reserve notes issued to such bank, but in no 
event less than five per centum of the total amount of notes issued less the amount of gold or 
gold certificates .held by the Federal reserv.e agent as collateral security; but such deposit of 
gold shall be counted and included as part of the forty per centum reserve hereinbefore required. 
The board shall have the right, acting through the Federal reserve agent, to grant in whole or 
in part, or to reject entirely the application of any Federal reserve bank for Federal reserve notes; 
but to the extent that such application may be granted the Federal Reserve Board shall, through 
its local Federal reserve agent, supply Federal reserve notes to the banks so applying, and such 
bank shall be charged with the amount of notes issued to it and shall pay such rate of interest 
as may be established by the Federal Reserve Board on only that amount of such notes which 
equals the total amount of its outstanding Federal reserve notes less the amount of gold or gold 
certificates held by the Federal reserve agent as collateral security. Federal reserve notes 
issued to any such bank shall, upon delivery, together .with such notes of such Federal reserve 
bank as may be issued under section eighteen of this Act upon security of United States two 
per centum Government bonds, become a first and paramount lien on all the assets of 
such bank. · 

Any Federal reserve bank may at any time reduce its liability for outstanding Federal 
reserve notes by depositing with the Federal reserve agent its Federal reserve notes, gold, gold 
certificates, or lawful money of the United States. Federal reserve notes so deposited shall 
not be reissued, except upon compliance· with the conditioris of an original issue. 

The Federal reserve agent shall hold such gold, gold certificates, or lawful money available 
exclusively for exchange for the outstanding Federal reserve notes when offered by the reserve 
bank of which he is a director. Upon the request of the Secretary of the Treasury the Federal 

· Reserve Board shall require the Federal reserve agent to transmit to the Treasurer of the United 
States so much of the gold held by him as collateral security for Federal reserve notes as may . 



be uired for the exclusive J>urpose of the redemption of such F~deral res~rve notes, but s~ch 
gold!hen deposited with the Treasurer shall be counted and constdered as if collateral secunty 
on deposit with the Federal reserve agent. 

• • • • • 
• • • • • • • 

YII. ACTS RELATING TO FEDERAL RESERVE BA...~K-NOTES. 

THE FEDERAL REsERVE ACT (December 28rd, 1918). 

• • • • • 

Section 4.-Upon the filing of such certificate with the Comptroller of the Curren.cy as 
aforesaid, the said Federal reserve bank shall become a body corporate, and as. such, and tn the 
name designated in suclt organisation certificate, shall have powe'l'- · 

. . • • • • • • • • • • • 

8. Upon deposit with the Treasurer of the United States of any bonds of the United States 
in the manner provided by existing law relating to national banks, to receive from the Comp
troller of the Currency circulating notes in blank, registered and countersigned as provided 6y 
law equal in amount to the par value of the bonds so deposited, such notes to be ISSUed under 
the'same conditions and provisions of law as relate to the issue of circulating notes of national 
banks secured by bonds of the United States bearing the circulating privilege, except that the 
issue of such notes shall not be limited to the capital stock of such Federal reserve bank. 

• • • • • • • • • • • • • • • • • • • 

Sectitm 18.-After two years from the passa~ of this Act, and at any time during a period 
of twenty years thereafter, any member bank desiring to retire the whole or any part of its circu
lating notes, may file with the Treasurer of the United States an application to sell for its account, 
at par and accrued interest, United States bonds securing circulation to be retired. 

The Treasurer shall, at the end of each quarterly period, furnish the Federal Reserve Board 
with a list of such applications, and the Federal Reserve Board may, in its discretion, require 
the Federal reserve banks to purchase such bonds from the banks whose applications have been 
filed with the Treasurer at least ten days before the end of any quarterly period at which the 
Federal Reserve Board may direct the purchase to be made : Provided, That Federal reserve 
banks shall not be permitted to purchase an amount to exceed $25,000,000 of such bonds in any 
one year, and which. amount shall include bonds acquired under section four of this Act by the 
Federal reserve bank. 

Provided further, That the. Federal Reserve Board shall allot to each Federal reserve bank 
such proportion of such bonds as the capital and surplus of such bank shall bear to the aggregate 
capital and surplus of all the Federal reserve banlis. 

Upon notice from the Treasurer of the amount of bonds so sold for its account, each member 
bank shall duly assign and transfer, in writing, such bonds to the Federal reserve bank purchasing 
the same. and such Federal reserve bank shall, thereupon, deposit lawful money witli the Trea
lnlrer of the United S.tates for the purchase price of such bonds, and the Treasurer shall pay to 
the member bank selling such bonds any bal8nce due after deducting a sufficient sum to redeem· 
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its outstanding notes secured by such bonds, which notes shall be cancelled and permanently 
retired when redeemed. · 

The Federal reserve banks purchasing such bonds shall be permitted to take out an amount 
of circulating notes equal to the par value of such bonds. 

Upon the deposit with the Treasurer of the United States of· bonds so purchased, or any 
bonds with the circulatinll: privilege acquired under section four of this Act, any Federal reserve 
bank making such deposit in the manner provided by existing law, shall be entitled to receive 
from the Comptroller of the Currency circulating notes in blank, registered and countersigned 
as provided by law, equal in amount to the par value of the bonds so deposited. Such notes 
shall be the obligations of the Federal reserve bank procuring the same, and shall be in form 
prescribed by the Secretary of the Treasury, and to the same tenor and effect as national bank
notes now provided by law. They shall be issued and redeemed under the same terms and condi
tions as national bank-notes except that they shall not be limited to the amount of the capital 
stock of the Federal reserve bank issuing them. 
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URUGUAY. 

[Trmulation.] 

CIL.\RTER OF THE BANCO DE LA REPUBLICA ORIENTAL DEL URUGUAY, 
PROMULGATED JULY 17Ta,·l911. · 

Article 10. 

The Bank shall enjoy the exclusive right to issue notes within the following limits : 

U\) to 50 % of its paid-up capital in notes of iess than ten pesos, convertible at 
its option into silver or gold coin; 

Up to three times the .amount of that c~~;pital in no~es of tel!- pesos and o~er! payable 
in gold to bearer and at sight, the Bank bemg at all times obliged to hold m Its vaults 
a gold reserve amounting to not less than 40 % of its note cii-culation, plus its sight 
deposits.• 

. , • 

LAW OF AUGUST sm, 1914. 

'. 
Article 2-. 

The Bank of the Republic is authorised not to convert its notes in coin for a period of six , 
months, dating from the promulgation of the present law. · . 

. . . 
Article 10. 

It is prohibited to export, re-embark or tranship coal, or gold in the form of coin or bars. 
The Federal Executive is authorised to determine the cases in which exceptions shall be allowed, 
among which shall be included the fuelling of ships. This provision shall have retroactive force • 

• 

1 Article 1 of the Law of November 27th, 1917, changed the words "sight deposits" to "other 
sight liabilities". . . 
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LAW OF DECEl\ffiER 17TH, 1923. 

Article 2. 

The existing regime, whereby the Bank of the Republic is authorised not to convert its 
notes, shall be continued until the promulgation of a further legislative measure. The prohibition 
to export gold shall be maintained on the same conditions, the Executive being authorised to 
determine the cases in which exceptions shall be allowed.l 

• 

LAW OF OCTOBER 18TH, 1928. 

Article I. 

The Bank of the Reeublic shall be free to make such use of its reserve of gold coin exceeding 
the sum of fifty-five million pesos ($55,000,000) as it .thinks fit, the prohibition contained in 
Article 2 of the Law of December 17th, 1928, being abrogated in so far as this surplus is concerned. 

Article 2. 

The gold deposits abroad of the Bank of Uruguay shall form an integral part of its gold 
reserve and their value shall be taken into account for the purposes of Article 10 of the Organic 
Statute. 

Article 8. 

The Bank shall be authorised to issue notes of ten pesos· and over corresponding to the 
value of its gold deposits abroad up to a maximum of fifteen million pesos. 

. ' . •, 

. 1 The inconvertibility of the notes of the Bank of the Republic and the prohibition to export gold, 
which were first enacted by the Law of August 8th, 1914, were prolonged to December 17th, 1923; by 
the Law of February 2nd, 1915: Articles 2 and 8; the Law of January 14th, 1916: Article 2; the Law of 
November 27th, 1917: Article 2; the Law of April 7th, 1920: Articles 1 and 2; the Law of December 17th, 
1920: Article 8; the Law of November 11th, 1921: Article 8; and the Law of October 16th, 1922: 
Article 8. · . ' 



• 

-868-

VENEZUELA. 

[Translation.] 

CURRENCY LAW OF JUNE 24TH, 1918 (LAW No.l2730). 

Article 1 . 
. ' 

The minting of money shall be reserved for the Nation. 

Article 2. 

The monetary unit of the United States of Venezuela shall be the gold boliva~, _which is 
equivalent to two hundred and ninety thousand three hundred and tw:e~ty-t~e millionths of 
a gramme (0.290328 gramme) of fine gold, and shall be regarded as diVIded mto one hundred 
equal parts or centesimos. ' 

Jtrticle 8. 

The United States of Venezuela shall mint gold, silver and nickel coins. 

Article 4. 

Tbe gold stan~ shall be nine hundred-thousandths; t~ere shall be two s~ndards 
for silver, one of nme hundred thousandths and the other of e1ght hundred fand th1rty-five 
thousandths. 

Article 5. 

The gold coins shall be as follows : 
Pieces of one hundred bolivars, weighing thirty-two grammes twenty-five thousand eight 

hundred and six hundred-thousandths (32.25806 grammes) and having a diameter of thirty-five 
millimetres. 

Pieces of twenty bolivars, weighing six grammes forty-five thousand one hundred and 
sixty-one hundred-thousandths (6.45161 grammes) and having ·a diameter of twenty-one 
millimetres. 

Pieces of ten bolivars, weighing three grammes twenty-two thousand five hundred and 
eighty hundred-thousandths (3.22580 grammes) and having a diameter of nineteen millimetres • 

• •.t • 

Article 14. 

. Orders for ~he minting.or re:minting of.curre~cy shall be.issued by_the J!'ederal Execut~ve 
m acco~ce With the requiref!le~ts of the cirC';llatlon and ~UbJect to the previOus authorisation 
of the National Congress, specifymg the quantity to be mmted or re-minted. 

Article 15. 

No minting of sil~er sha~ be allowed unless ~he same _decree provides that double the quantity 
~f go~d shall a~ be mmted; if, however, at the tlffie the silver is minted there is twice the quantity 
m ~mted gold ~ the Treasury r.eserve fund, the Federal Executive may only mint the quantity 
of silver authonsed by the NatiOnal Congress. 

. . . 
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Article 20. 

Foreign gold coin will have legal currency for a value determined by the Federal Executive 
in accordance with its fine gold content. · 

Article 21. 
' 

The Federal Executive will lay down the methods which he considers proper for verifying 
the authenticity of foreign gold coin permitted to circulate with legal currency • 

• 

Article 23. 

It is prohibited to import and put into circulation foreign coins other than those of goid. 

BANK LAW OF JULY 19TH, 1926 (LAW No. 15628). 

CHAPTER 111.-BANKS oF IssUE. 

Article 20. 

The right to authorise the issue of notes with a free circulation and covered by sufficient 
security to guarantee their repayment at par to the bearer on demand shall be reserved to the 
Nation, which may entrust the corresponding right of issue to national companies under the 
conditions laid down by this Law. 

• I 
Article 21. 

Banks desirous of obtaining the right to issue notes must make a request to this effect to 
the Federal Executive through the Ministry of Commerce, and fulfil the following requirements : 

1. The bank must have been constituted in Venezuela in accordance with 
Venezuelan laws and must have its head office in the. country. 

2. The capital with which the bank has been constituted must be gold coin of 
legal currency. . 

8. It must present to the Ministry of Commerce a complete copy of its articles 
of association, together with a copy of the entry in the commercial register and of 
other documents relating to its constitution. · 

4o. The entry in the commercial register must specify : 

(a) The title adopted by the bank, its trading name and signature; 
(b) Its capital; 
(c) The method and date by which this capital is to be paid up; 
(d) The branches of business to be undertaken by the bank; 
(e) Its domicile; 
(f) The period for which it has been constituted. 

5. The bank must also submit to the Ministry of Commerce a duly !LUthorised 
copy of its statutes, which must be approved by the Federal Executive. 
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.Article 22. 

After these documents have been examined and the statutes approved, the Federal Executive 
shall decide whether the bank shall or shall not be granted the right to iss~e .notes; if this right 
is granted, the bank shall receive a written authorisation sign~ by th': Mml!'ter of ~m'!lerce. 
When granting this authorisation the Federal Executive may, if he con~1ders 1t ':xped1~nt m the 
national interest, fix a lower limit for the issue of notes than that stipulated m Art1cle 26 of_ 
ibis Law. 

.Article 28. 

The authorisation granted in accordance with the preceding Article may' be suspended or 
cancelled by the Federal- Executive by a resolution of the Cabinet, if it be proven that _the b~nk 
has engaged in illicit transactions, and also in cases of infringement of the present Law mvolvmg 
the suspension or cancellation of the said authorisation. ' 

Sub-Paragraph.-The Federal Executive may likewise declare, when he considers it exped.ient 
· in the national interest, that no further authorisation to issue notes shall be granted for a g~ven 

period. • 

• • 

.Article 25.-· 

Any alteration whatsoever in the articles of association of a Bank of Issue as well as any 
modification of its statutes shall necessitate the procuring of a new authorisation to issue notes 
in conformity with Article 21 of this Law. · 

In this ease, the Federal Executive. if he considers it necessary, may fix a limit to the total 
issue, in confonnity with the stipulations of Article 22 • 

.Article 26.- . 

The Banks of Issue may be authorised to issue notes up to twice the amount ~f their paid-up 
capital. The total value of the notes issued must be covered by a reserve in coin of legal currency 
held in the vaults of the Bank and by the Bank's assets payable in the country at sight or within 
80 days; but in any ease the reserve of gold coinage held m the vaults of the Banks must represent 
at least one-third of the value of the notes issued. This.reserve may be reduced in proportion 
to the amount represented by notes which are not in circulation, provided such notes are kept 
with the gold reserve referred to above. When the national interest requires it, the Federal 
Executive may fix a reserve ratio greater than that stipulated in the present Article as guarantee 
for the issue; in which ease he shall fix a sufficient period to allow the Banks to comply with 
the new regulation. 

.Article 27. 

. The Fede~ Executive. when he con~iders tha~ the needs of the currency circulation require 
1t, may a~thons~ the Banks of Is~m; to ISSu~ notes up!-<> three. times their paid-up capital; but 
the notes ISSUed m excess of the lim1t fixed m the preVIous Art1cle must be represented by their 
equivalent in gold coin of legal currency held in the vaults of the Banks. 

This au~horisation may be ca!lcelled at any t~e ~y the Federal Executive, and, in the case 
of cancellation, the notes ISsued m excess of the lumt fixed must be withdrawn within three 
months. 

.Article 28. 

The '!otes issued shall represent the gold value of the national currency and its multiples, 
but shall m no case represent less than 10 or more than 1,000 bolivars. 
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Article 29. 

_Bank-~otes shall n~t have compuls~ry c.un:ency. The Banks of Issue shall be obliged to 
receive thell' own notes m payment at the1r prmCipal offices and at any of their branches at which 
such notes may be presented. They shall also be obliged to convert into coinage of legal currencv 
the notes presented to them for exchange at their principal offices. To this end the Banks of 
Issue must ~eep their counters open at least. four hours a day for the exchange of notes and other 
cash operations. . 

The Federal Execu~ive shall det.ermine, in prop~_>rtion to the size of the agencies or branches 
of eac~ Bank, the maximum quantity of notes whiCh. each of such agencies or branches shall 
be o~hged ~o exchange for legal currency on presentatl~_>n. ~hen a quantity greater than this 
maxrmum IS presented, the agency shall be g~ven sufficient time to obtain the necessary funds 
from the principal office. 

. . . .. . . • • • • • • 

Article 84. 

In the case of the liquidation of a Bank of Issue, its debts shall be paid in the following 
order: . 

{1) 1\Iortgage debts and preferential creditors in the order and with the priority 
established by law; . · 

{2) National Treasury claims; 
{8) The amount of its notes in circulation; 
{4) The amount of its loans outstanding; . 
{5) Other liabilities in the order established by law. 

Article 85~ 
• 

If a Bank of Issue loses one-half of its capital it shall at once go into liquidation, uuless the 
partners or shareholders reconstitute the original capital. Creditors may not utilise the amounts 
owing to them by the bank to make up the capital for the reorganisation of the institllte. In 
calculating the capital in such a case, overdue claims shall not be included in the bank's assets. 

Article 86. 

Bank-notes are not subject to cancellation so long as the bank continues in business. Should 
the Bank of Issue go into liquidation or the authorisation granted to the bank to issue notes be 
suspended or cancelled, the notes in circulation shall be called in within a period of five years. 
After this period has expired, holders of notes who have not presented them for conversion shall 
forfeit their right and the sum corresponding to the value of these notes shall be paid to the 
offices of the National Treasury, to be credited to the public funds. , 

Sub-paragraph.-Should the liquidation of the bank be completed, or should it cease opera
tions for some other reason, before the expiry of the term of five rears fixed for the calling-in 
of the notes, the bank shall appoint, with the approval of the 1\IiniStry of Commerce, and shall 
make known through the Press, a bank or commercial firm to which holders of notes rnust apply 
to have them exchanged; it shall deliver to the said establishment a detailed list of ·notes-still 
in circulation and shall provide the necessary funds for their repayment. The funds remaining 

• at the end of the five years shall be remitted to the National Treasury. 
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YUGOSLAVIA. 

STATUTES OF THE NATIONAL BANK. 

• • • • • • • 

.4rticle 19. 

In virtue of Article 11 of the National Bank Law, the National Bank shall undertake only 
the following operations : 

• 

1. Discounting and rediscounting of bills of exchange bearing at least two reliable 
signatures and of not more than three months' term; public warrants of the country; 
State Treasury bonds and coupons of State bonds on the conditions laid down in the 
present Statutes; purchase and sale of bills of exchange and cheques drawn on places 
abroad. 

2. Purchase and sale of gold and silver. 
8. Loans against security : 

(a) Of gold and silver; 
(b) Of any State obligations whatever (bonds, lottery bonds, Treasury 

bills, etc.) as well as of bonds, shares and pledges guaranteed by the State, pledges 
and communal bonds of credit institutions and of business concerns generally, 
recognised as trustee securities. The term of such loans shall not exceed three · 
months. 

'· Issue of short-term drafts on sums deposited in gold specie or banknotes for 
Customs payments and other State contributions. 

5. Acceptance of money and other valuables on ordinary deposit terms. 
6. Acceptance of money and other valuables in current account against issue of 

cash orders, credits or cheques. 
1. Opening of transfer accounts. 
8. Co'lections, payments against cover previously deposited, and banking operations 

on commis-;:~n. 
9. The service of subscriptions to loans for· account of the State and local 

government authorities and for the industrial and trading concerns of the country. 
10. Loans s::cured by the bonds of the Union of Agricultural Co-operative Societies, 

and acceptance for rediscount of bills of exchange of the Union of Artisans' Co-operative 
Societies. 

ll. Collection from our emigrants of stable currency and the use thereof for the ' 
advantage of the country's monetary circulation. 

12. The gratuitous discharge of the functions ·of State cashier on terms agreed 
between the Bank and the State. . 

• • 

Article 29. 

The National Bank shall have the sole right to issue banknotes. The type of note to be 
~ and the ~ode of ~~rvision of its manufacture shall be fixed by the Board of Directors 
m agreement With the Mmister of Commerce and Industry and the Minister of Finance. 
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Article 80. 

The National Bank is required to redeem its notes on presentation in legal-tender currency. 
This obligation on the part of the Bank shall be printed on all banknotes. 

Payment may be .Postponed at branch offices until the receipt of specie from the head office. 
The Bank is required to exchange notes of one type against notes of another type. 

Article 81. 

The Bank may temporarily suspend .Payment of its notes, but only in exceptional cases, in 
conjunction with and acting on the decis1on of the Cabinet. . 

Article 82. 

Banknotes in circulation must be covered by a gold and silver reserve and by other commercial 
and financial securities readily convertible into cash. Commercial and financial securities shall 
be deemed to be those obtained as a result of transactions referred to in Article 19 of the present 
Statutes, and bills of exchange of the Union of Agricultural Co-operative Societies and of the 
Union of Peasants' Co-operative Societies (Zadrougas). 

Article 88. 

. The metallic reserve of the National Bank shall comprise the gold and silver specie in its 
vaults, together with that held for its account abroad. The amount of each of these and their 
relative proportions in the metallic reserve shall be fixed in due course by common agreement 
between the 1\linister of Commerce and Industry, the Minister of Finance and the National Bank. 

Article 84.. 

The National Bank may put into circulation as its normal note issue up to a maximum of 
three times what it holds in the metallic reserve. · 

• I • 

LAW ON THE NATIONAL BANK • 

• • • • • 

Tempormy Proviaion IV. 

The amount of cu~ncy notes put into circulation in exchange for crown notes shall be 
shown in the Bank's books as "crown notes States debt, free of interest". 

The State must guarantee this debt as follows : 

1. By part of the State domains equal in value to the total debt. . 
2. By a Treasury bond for the same amount issued by the Chief State Treasury 

Office. 

Should the State guarantee this debt wholly or in part by the deposit, in agreement with 
the Bank, of other securities, the Bank must release the State domains from the charge 
corresponding to such securities. 

· The amount of currency notes issued for exchange of crown notes shall n,ot be included in 
the Bank's statutory circulation. . . 

• • 
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Temporary Provision VII. 

The whole fiduciary circulation of the Bank shall be covered by the total metallic reserve 
together with foreign credits and other assets of the Bank. · 

Temporary Provision VIII. 

The State's "temporary exchange" account with the Nati~mal Bank of the K!ngdom of 
Serbia shall be transfeiTed as it stands to the books of the National Bank of the Kmgdom of 
Y~lavia. · . · u1 • The State debt on this account shall not be included m the statutory circ atlon. 

Temiorary Provision IX. • 

The State undertakes to keep the· gold and foreign credits balance of the " temporary 
exchange" account, amounting to 800 million dinars, at the same figure so long as cash payment 
is suspended. 

Temporary Provision X. 
-

In view of the extraordinary requirements due partly to the war and partly to matters 
connected with the organisation of the new Kingdom-requirements which in the nature of · 
things cannot be met out of normal resources-the National Bank shall open, in favour of the 
Minister of Finance, an extraordinary credit amounting to 500 million dinars in exchange. for 

~~~:; to the above-mentioned extraordinary credit, the National Bank shall open, 
in favour of the Minister of Finance, a further extraordinary credit of 1,500 million dinars. 

Over and above the temporary exchange unsecured, 425,921,526.65 dinars shall be transferred 
to the same account, being the amount expended by the }linister of Finance from the deposit 
of crown-dinar notes in addition to the amount issued for redemption of crown notes. 

The State undertakes to repay the National Bank the debt represented by this extraQrdinary 
credit within a period of ten years. . · -

The currency notes issued on the basis of the above credit shall not be included in the 
Bank's statutory circulation, and the provisions of Article Ill of the Temporary Provisions shall 
apply to the cost of manufacturing such notes. 

The State undertakes to guarantee the total amount of its debt arising out of the above
mentioned credit by a lien on its productive domains. 

The aforesaid extraordinary credits constitute a State debt free of interest (1\lodif. 9. XII. 
1920~ . 

• • • • • • • 

Temporary Provision XII. 

The exc~e of currency notes of the National. Bank of the Kingdom of Yugoslavia for coin 
of legal ten~er ~ suspended. • Exchange of notes will be resumed as soon as Jenera) economic 
and. financial_ circumstances m the country and the State of the Bank's gol reserve permit, 

· subJect to pnor agreement between the Royal Gov~rnment and the National Bank, and after 
legal sa~ctl?n. therefor has been .granted. The National Bank may, however, even while this 
suspensu~n. 18 m force, exchange Its currency notes for token coinage, subject to the agreement 
of the ltlmt.~ter of Commerce and Industry and the 1\linister of Finance. 

. . . - .. 
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FINAN{:E LAW OF 1924-1925. 

• • • • • 

Article 286. -

The Minister of Finance shall be authorised to mint and put into circulation ; 

(a) One million gold coins of 20 dinars, to the value of 20 million gold dinars and 
bearing the date 1924; 

(b) Fifty million coins of 0.50 dinar to a total nominal value of 25 million dinars; 
Seventy-five million coins of one dinar to a total nominal value of 75 million dinars; 

and 
Fifty_ million coins of two dinars to a total nominal value of 100 million dinars. -

The Minister of Finance shall, with the approval of the Council of Ministers, decree the 
specific conditions governing the fineness, alloy, dimensions, inscriptions and all other features 
of the said coins. • 

The said currency shall be accepted as legal tender by all offices belonging to the State and 
autonomous bodies, and by all individuals and juridical persons. The Ministry of Finance shall 
issue regulations determinmg the other conditions applicable to it. 

The costs of striking the said coins shall be deducted from the proceeds of the minting opera
tions and the net receipts shall be credited to the Treasury as extraordinary State revenue. 

The Minister of Fmance may, with the approval of the Council of Ministers, conclude direct 
agreements with Mints or contracting firms for the minting of the coins provided for in the 
present Law. 

Contracts, receipts, documents, letters and all work in connection with the said minting 
operations shall be exempt from all duties and taxes. 

The gold belonging to the State which is held at the National Bank shall be .used for the 
min~ing of the gold coins on condi~ion that minted curren~y be returned to the Bank to an amount 
eqmvalent to that of the gold Withdrawn. - · 

The old nickel coins held in the safes of the Ministry of Finance may be melted down for 
the minting of the nickel currency. · 

• • 
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PREFACE. 

The memoranda published in this volume form a part of the collection of documents 
submitted to the Gold Delegation of the Financial Committee at its first and second sessions 
(August 1929 and June 1980). 

The Delegation was appointed in June 1929 by the Financial Committee to "examine 
into and report upon the causes of fluctuations in the purchasing p<>wer of gold and their effect 
on the economic life of the nations". At its second session, the Delegation drafted a report 
on the question whether the prospective supply of gold is likely to prove sufficient to meet the 
probable monetary demand in the future. In September 1980, the Financial Committee recom
mended that the Re~rt of its Delegation should be published, and simultaneously with it the 
present volume, wh1ch contains memoranda on related s:i:ts, and also a volume entitled 
" Legislation on Gold ", which summarises the existing laws d · g with gold reserves, redemption 
of notes, the purchase and the minting of gold, etc. 

While these memoranda were submitted to the Gold Delegation at its request and are published 
on the authority both of the Financial Committee and of that body, the res{lonsibility for any 
statements or expressions of opinion contained in them rests solely with the mdividua,l authors. 

Geneva, September 8th, 1980. 

L. o. N. 1,280 (F.) 1,335 (A.) 9/30.-lmp. de l'OJTICII DE PVBLIClTt. Brussels. 
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MONETARY STABILITY AND THE GOLD STANDARD 

By Sir Henry STRAKOSCH, G.B.E.l 

L 

Five years have elapsed since the first serious attempt was made to grapple with the chaos 
into which the financial and monetary affairs of so many countries had fallen as a result of the 
Great War. The financial reconstruction of Austria, which was inaugurated under the regis 
of the League of Nations in December 1922, was the first step in that direction. It marked 
the beginning of an era of real effort and achievement. 

The Austrian plan of reconstruction, and every subsequent scheme of financial and monetary 
restoration for which the League of Nations has made itself responsible, were inspired by the 
fundamental conception that the attainment of an equilibrium in the economic affairs of a 
country is possible only if monetary stability is established, which, in tum, postulates an 
assured equilibrium in financial affairs. 1\lonetary stability, in other words, was conceived • 
to be an indispensable pre-requisite of economic restoration and, with it, of ordered social and , 
tranquil political conditions. No severer nor more searching test could have been applied to 
the validity of this conception than its application to the case of Austria. It is unnecessary 
here to dwell on the peculiar difficulties, complexities, and uncertainties which surrounded the 
whole Austrian problem. They are too well known to require re-statement; but it is well to 
recall the apprehensions of grave political reactions which kept Europe a-quiver owing to the 
headlong depreciation of the Austrian currency and the economic chaos that depreciation was 
causing. It is also well to recall the profound impression which the singularly rapid recovery 
of Austria created, and the influence which it undoubtedly exercised on the policies of other 
countries towards financial and monetary reconstruction. It may truly be said that the League's 
action in Austria, followed, as it was, by its hardly less remarkably successful intervention in 
Hungary, has blazed the trail of general monetary and financial restoration in Europe and 
elsewhere. Indeed, the League's plans as applied to Austria and Hungary have been made the 
model upon which all subsequent plans of financial and monetary restoratiOn-whether fathered 
by the League or undertaken without its co-operation-have been built up. These plans, without 
exception, involved the linking of currencies to gold, or, in other words, the establishment of 
the gold standard in one form or another. 

· The time seems ripe for a survey to be made of the progress that has been achieved during 
these five years; to measure that progress in terms of monetary stability and in terms of economic 
advancement; and finally to consider what remains to be accomplished in the domain of monetary 
organisation to insure that no monetary factor shall impede ec_?nomic progress. 

A convenient way of measuring the progress made in monetary stability is to reduce to 
index numbers the currency fluctuations in relation to the dollar (i.e., gold) during the five 
years under review. This is attempted in the subjoined Table A, which has been constructed 
by working out the average percentage variations in the United States dollar value of the currencies 

1 Chairman and Managing Director or the Union Corporation, Ltd., London. 



Table A 
AN ll!ol'DEX oF THE F'LucruATION oF EuROPEAN ExcHANGES. 

1921. 1923. 1924. 

A...,.,ge Fluotu .... Average Fluctuation Avet'ILR'e Fluetua-
Popul"' per Cent. tion per perCent. per Month. per Cent. tJon per 

Country. tlon Month. Month. 
Weight. 

Actual. Actual Actual. 
Actual Actual. Actual 

X Weight. X Weight. xWeight, 

% % % % % % % 
Austria ••••••••••••••• 1.9 34.9 - 66.8 .. .. .. .. 
Belgium ............... 2.2 4.8 9.5 6.2 18.8 5.7 12.5 
Bulgaria ••••• • • • ••••• • 1.4 2.8 8.9 10.9 15.8 0.7 1.0 
Czech~ovakia ••••••••• 4.2 7.8 82.8 1.2 5.0 0.4 1.7 
~ark •............. 1.0 1.9 1.9 1.8 1.8 1.6 1.6 
Esthonia .............. 0.4 1.2 0.5 1.2 0.5 2.4 1.0 
Finland ••••••••••••••• 1.0 4.0 4.0 1.9 1.9 0.8 0.8 
France •..••••••••••••• 11.5 5.1 58.6 5.8 61.0 5.7 65.6 . 
~any •••••••••••••• 17.6 41.8 726.9 18,500.0 287,600.0 1.1 19.4 
Greece ................. 1.8 14.1 25.4 17.5 81.5 4.4 7.9 
Hungary .............. 2.4 14.1 88.8 20.5 49.2 15.2 86.5 
Italy ••••••••••• • ••••• 11.4 5.4 61.6 2.1 28.9 1.6 18.2 
Netherlands •.••.•.•..• 2.1 0.7 1.5 0.6 1.8 1.0 2.1 
Sorway ............... 0.8 8.9 8.1 2.8 2.2 2.2 1.8 
Pobu>d •••••••••••••••• - 8.8 21.0 17-i.8 73.4 609.2 1.5 12.4 
Portugal • ••• • • -· ••••••• 1.8 9.0 16.2 5.1 9.2 5.5 9.9 
lloumania ••••••••••••• 4.8 9.0 43.2 8.8 18.2 4.5 21.6 
Spain • . • •••••• • • • • • •• • 8.8 1.0 6.8 1.8 11.8 1.7. 10.7 
Sweden ............... 1.7 0.9 1.5 0.8 0.5 0.2 0.8 
Switzerbu>d ••••••••••• 1.1 0.8 0.9 1.2 1.8 1.1 1.8 
United Kingdom ••••••• 12.7 0.9 11.4 0.9 11.4 1.8 16.5 
Yugo-Slavia ••••••••••• 8.6 10.5 87.8 3.7 18.8 8.7 18.8 

Total ••••• 100.0 194.8 1,821.4 13,662.21 238,481.6' 61.8 255.6 

Average ••• .. 8.8 18.2 621.0' 2,884.81 2.8 2.6 
1926. 1928. 1927. 

Austria ............... 1.9 .. .. .. .. .. .. 
Belgium ............... 2.2 1.2 2.8 7.5 16.5 0.1 0.2 
Bulgaria·············· 1.4 0.2 0.8 0.5 0.7 0.1 0.1 
Czechoslovakia •••• , •••• 4.2 0.1 0 .. 4 .. .. .. .. 
I>ennaark •••••••••••••• 1.0 2.0 2.0 0.6 0.6 0.1 0.1 Esthonia .............. 0.4 .. .. .. .. .. .. Finland ••......•...... 1.0 .. .. .. .. .. .. France ................ 11.5 8.3 88.0 7.5 86.2 0.2 2.8 
~any .............. 17.8 .. .. ' 0.1 0.2 0.1 0.2 
Greece ................ 1.8 5.5 9.9 8.7 6.7 1.0 1.8 Hungary .............. 2.4 0.2 0.5 .. .. 0.1 0.2 Italy ••••••••••••••••• 11.4 2.2 25.1 . 4.8 49.0 2.6 29.6 Setherbu>ds ••••••••••• 2.1 .. .. .. .. 0.1 0.2 Norway ................ 0.8 2.9 2.8 2.4 1.9 0.5 0.4 Po~d ................ 8.8 8.4 28.2 4.9 40.7 3.8 81.5 Portugal .............. ' 1.8 0.6 1.1 0.2 0.4 0.5 0.9 lloumania ••••••••••••• 4.8 8.5 16.8 5.3 25.4 1.9 9.1 Spa.in • •••..•••.••••••. 6.8 0.5 8.1 1.8 11.3 1.8 11.8 • Sweden ............... 1.7 0.2 0.8 0.1 0.2 0.2 0.8 Switzerland ........... 1.1 0.2 0.2 0.1 0.1 0.1 0.1 r nited Kingdom •••••• 12.7 0.2 2.5 I 0.1 1.2 0.1 1.8 Yugo-Slavia ••••••.•••• 8.6 1.2 4.8 0.1 0.4 .. .. 

Total ..... 100.0 27.4 187.4 89.21 241.51 18.8 89.6 
Average ••• .. 1.2 1.4 1.81 2.41 0.6 0.9 

1 Excl. France and Belgium .. .. ~ ~:: 18t: 
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of each col!ntry fr<;~m ~onth to mof!th: By adding. up these variations irrespective of whether 
they were.m ~he du·~tu~n.of depreciation or apprec!ation, by strikin!r an average for each year, 
~nd by we1ghti!lg the !ndiVIdual ~ndex nu!Dbers so arnv~ at on the basis of po{lulation, a combined 
mdex num~e! 1s obtamed for the countnes chosen. Th1s method of calculation has been applied 
in tht: subJomed table to .all the European countries except Russia, Turkey-in-Europe, Iceland, 
Albarua, the Saar, Danzig, and Luxemburg. The absence of adequate statistical material 
~as responsible for these omissions. . 

Table A shows that the purchasin~ power in terms of gold of the currencies handled by the 
populations of the countries under review fluctuated on an average from one month to the next 
to the extent of : 

18.2% in the year 1922 
2,884.8% • • 1928 

2.6% • • 1924 
1.4% • • 1925 
2.4% • • 1926 
0.9% • • 1927 

The extraordinarily high average fluctuations in 1923 were, of course, due to the complete 
collapse of the German currency in that year, while the relatively high average for 1926 was 
caused by the wide fluctuations of the French and Belgian currencies. If these figures were 
eliminated from the calculation, the average figures would be the following : 

~ --,. ... 

1922. 

13.2% 

1923 

10.7% 

.. 
1924 

2.6% 

1925 

1.4% 

11126 

1.6% 

1927 

0.9% 

· 1t will be seen that progress during 1928 was slow, that with the inauguration of the Dawes 
Plan in 1924 it became very marked, and that the remaining period was one of steady progress, 
except for the retardation in 1926, to which reference is made above. The average fluctuations 
of 1927 are, as will be seen, the lowest of the period. 

Let us· see now how the countries under review have fared economically during the same 
period. Reliable statistical material of the volume of their production being sadly lacking, 
a rough-and-ready measure may be found in their foreign trade figures. The subjoined Table B 
has been constructed by adding together the annual official figures for imports and exports 
of each country and converting the totals into U.S. dollars by applying the average dollar value 
of the respective currencies for the respective years. The totals are then corrected for variations 
in the general level of gold prices (as measured by the index of wholesale prices of commodities 
prepared by the U.S. Bureau of labor) and the results reduced to index numbers for each 
year. (See Table B, page 10.) 

The progress shown is handsome, and particularly impressive when the figures are examined 
in the light of the currency fluctuation indices of Table A. For easier comparison, they are 
here set one below the other : · 

1922. 1112a. 11124. 1925. 1926. 1927. 

Foreign trade index. 100.0 105,5· 128.8 129.5 130.2 144.8 
Currency fluctua-

1.4 1.6 0.9 tions mdex •.•••. 18.2 10.7 2.6 
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Table B. 

EuROPEAN l\IERCHANDISE EXPORTS AND IMPORTS. 

(In Millions of U.S. Dollars.) 

1922. 1923. t 1924. 1925. 1926. 1927 

Austria~ •••.••••••• 579 617 763 663 621 706 

Belgium .......... 1,184 1,193 1,459 1,535 1,429 1,547 
Bulgaria .......... 58 76 711 95 85 93 
Czechoslovakia •••• 736 670 970 1,078 978 1,127 
Denmark 551 606 702 785 766 801 ......... 
Esthonia .......... 25 35 33 42 42 54 
Finland ........... 183 242 243 280 285 318 
France ............ 3,748 8,867 4,256 4,259 8,867 4,241 
Germany .......... 2,423 2,920 8,724 5;056 4,725 5,792 
Greece ..•........ · 181 147 203 222 180 241 
Hungary ••••.••••• 176 154 259 292 869 842 
Italy ••••..•..•••• 1,191 1,302 1,470 1,690 1,733 . 1,853 
Nether lands ••••.•• 1,256 1,293 1,540 1,713 1,685 1,785 
Norway , • , •••••••• 360 856 357 432 420 430 
Poland ........... "289 446 529 591 926 611 
Portugal .......... 117 123 133 168 157 150 1 

Roumania ......... 184 218 270 . 286 333 435 1 

Spain ..•....••.••• 625 645 630 551 561 764 1 

Sweden ••.•.••••.• 596 647 713 752 793 855 
Switzerland ....... 682 711 816 871 820 883 
United Kingdom .•• 7,162 8,009 8,574 9,352 8,608 8,774 
Y ugo-Siavia •..•..• 137 175 228 301 273 241 

22,443 24,452 27,948 81,014 29,656 82,043 

U.S. Wholesale Price 
Index (Bureau of 
Labor) 1922 = 100 100.0 103.3 100.6 106.7 101.5 98:6 

lllerchandise correc-
ted to U.S. prices 
(1922 = 100) ••.•• 22,443 23,671 27,781 29,067 29,218 32,500 

Index Number •.•.• 100.0 105.5 123.8 129.5 130.2 144.8 

The close coincidence of increasing economic progress (as expressed in the foreign trade index) 
with every improvement in the stability of currencies is striking. Thus the modest progress 
made in the latter direction in 1923 (if Germany is excluded) is reflected by a modest improvement 
of the trade figures, the substantial progress in monetary stability in 1924 by a substantial 

1 This figure is estimated, as the official returns are not yet available. 
• Estimate based on the returns for the first ten months of 1927. 
• Estimate based on the returns for the first six months of 1927, 



BullOPBAI'f 
Cou"TJUD: 
Albania ••• 

Bebr1um ••• 

Danzig'. •. 

Ei!thonta ,. 
Finland, •• 
Italy ••••. 
Lithuania. 
Poland• ••• 

Total ••• 

BXTU• 
Euao••u 

CouNTaJas: 
Chile ••••• 

Colombia •• 

Ecuador •• 
Guatemala. 

India 1 .... 
Siam ••••• 

Total •• 

Grand total 

Gold Exchange Standard. I 

Population 
mllUoD&. 

.8 

7.8 

0.4 

1.1 
3.8 

43.0 
2.2 

30.2 

89.2=U.1% 

4.0 

7 .t 

1.0 
1.6 

329.0 
10.1 

354.8-6!.0% 

,U.O-U.8% 

Convertibility not 
yet legally in force 

or suspended. 

Ger-
many. 

... 

Peru ••• 

... 

... 

Population 
millions. 

63.1 

. 

63.8-17.1% 

5.6 

6.6-0.8% 

88.1-8.6% 

Table C. 

PosiTION OF FoREIGN CuRRENCIES AND CoNVERTIBILITY or. NoTE IssuEs. 

(April 1928.) 

De Jure Stable Currencleo. 

Latvia. 

Sweden 
Norway 

. .. . 

Argen-
tine •• 

Austra-
lia ••. 

Brazil .• 
C&na.da, 
8,Africa 
U.S.A •• 

. ... 

... 

Gold (Specie) Standard. 

Population 
millions. 

1.8 

8.1 
2.8 

10.8-1.8% 

10.8 

8.1 
33.1 
9.7 
7 .I 

120.0 

t•7 .3=28.9% 

198.1-18.8% 

Convertibility not 
yet lelmlly in force 

or suspended. 

Austria. 

Czt"ChO-
slova-
kl& .. 

Hun• 
ll'&ry ••• 

. .. 

Egypt .. 
N, Zea-
land,. 

Uru· 

"""" .. 

. .. 

. .. 

Population 
millions. 

8.8 

u.8 

8.8 

30.0=8.1% 

u.s 

1.' 

1.8 

17.7-ll.6% 

t7.7-,.5% 

Gold Bullion 
Standard. 

Den· 
mark. 

Great 
Britain 

. .. 

. .. 

. .. 

Population 
millions. 

3.8 

68.7 

51.3-U.I% 

... 
52.3-,.9% 

Quast Bimetallic. 

Hoi· 
land&.. 

Switzer-
lantt 1,. 

. .. 

Java •. 

. .. 

... 

Population 
million8. 

7.6 

3.9 

11.5 =3.1% 

65.0 

55.0=7 .8% 

68.5-8.2% 

De Facto Stable 
Currencies. 

Bulga-
ria • ••• 

fo'rance 
Greec>e' 
YuJtO• 
slavia. 

. 

. .. 

... 

. .. 

Population 
mUUon.s. 

5.1 
U.f 
6. 7 

13.1 

66.3-17.9% 

• 

. .. 
68.3-1.2% 

Portu· 
1(&1 ••• 

ltma· 
mania 

Hpatn ••• 

. .. 

Japan'· 
Moxicn 

. .. 

. .. 

Othen.. 

Population 
ruUilone. 

8.1 

17 •• 
n.5 

U.S-1~.6% 

80.8 
15.0 

75.8-10.8% 

121.2-11.6% 

Total. 

370.0-100"" 

IUS.I-100"4 

a,oee. t -auo% 

NOTES.--'Sterltng exchange standard. I At present gold exchange. but eventually gold (specie) standard. I Transitional unttl pas<il.ng of Reserve Bank Bill, which proJlOfl88 wold bullion ltandard. • f.AIIrally 
oan pay noteB In silver. ln practice export of gold allowed where reciprocity exists. 1 Leqally, the notes of the National Bank or Switzerland are stiU redeemable ln C~~Uver IMU (.'i-tranc ptecea). YracUcallr they 
are also redeemable In gold. lo,urthermora. It l~ Intended soon to introduce the gold exchange standard. t New Statutes contemplate gold exchange standard, 'TboW('h oonYertJblltty b.u nnCT been •ua.
pended, there 1a au embargo on the export of cold, and the yen has been subject to continued, though moderato. ftuctuatioos for ae•eral yea.n. The poplllation f1lru:rw are for the J'BU' 1\1~1 (e.Umated l, 
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improvement in the trade of that year, and, finally, the progress in the remaining three years, 
checked by virtually stationary conditions in 1926 (if France and Belgium are excluded) by a 
very similar development in the trade figures. 

II. 

The monetary standard chosen by all the countries of Europe that have stabilised their 
currencies during the last five years is the gold standard in its various forms. Some of them 
have adopted the "gold specie standard", which involves the obligation to exchange the local 
currency on demand for gold coin; others have elected to establish the "gold bullion standard", 
involving the obligation to exchange it into gold bullion; and others, again, the "gold exchange 
standard", which makes the local currency exchangeable into foreign gold exchange. And there is, 
finally, a numerous intermediate class of countries in which the local currencies are convertible 
at the option of the currency authority into either gold or gold exchange, or in which conver
tibility into gold exchange is intended to be merely a transitiQilal stage towards the ultimate 
establishment of the gold specie standard. 

Looking beyond Europe, we find that the trend of development in monetary organisation 
has proceeded on very similar lines to that of Europe. An attempt is made in the subjoined 
Table C to group the European and a number of extra-European countries according to their 
monetary standards. The classification is of necessity an uncertain one so far as concerns those 
of the countries which fall within the intermediate class to which reference has been made. 
They have been included among the gold exchange standard countries because they are all at 
present operating their monetary machine as if they were on that standard. It will depend 
upon their future policy whether they will continue to do this, or whether they will ultimately 
elect to adopt one or other of the other types of gold standard. Their legislation is wide enough 
to permit them to do so. 

The most striking feature of the compilation is not so much what emerges from the grouping 
of countries under the various classes of standards adopted, but the fact : 

(a) That more than half the population of the world (i.e., about 9-U,OOO,OOO) 
is to-day handling money which is either de jure or de facto linked to gold; and 

(b) That of the 1,066,000,000 people inhabiting the countries under review, only 
122,000,000, or 11~/er cent, are to-day living in conditions of monetary instability, 
and these, it shoul be added, are all struggling towards the re-establishment of their 
currencies on a gold basis. 

' . 

The achievement is a remarkable one, especially if we reflect that real progress only began 
to be made four years ago and that monetary stabilisation involved, as a condition precedent 
to it, the settlement of numerous financial questions of a most troublesome kind. It meant the 
funding of a vast amount of short-term indebtedness and the settlement of unwieldy inter
national debts on lines that limit the current interest and redemption payments within mana
geable proportions, and it involved, of course, acceptance by the countries concerned of a rigid 
financial regime. 

Equally remarkable-though perhaps not surprising-is the unanimity with which practically 
the whole of the civilised world has elected to adopt gold as its standard of value. Thts develop
ment is the result not of any international convention or other international action, but of the 
individual choice independently made by each of the countries concerned. It is true that the 
international conferences at Brussels and at Genoa had advocated the general adoption of the 
gold standard; but the resolutions passed by these conferences were binding on none of the 
countries participating in them. They were perfectly free to adopt whatever monetary standard 
seemed to them best. We must conclude from their action that they all regard the gold standard 
as the most appropriate to the present and foreseeable future circumstances; that they consider 
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ronvertibility of local currencies into fixed weig.hts of gold, or their equival~~t. in .other gold 
standard currencies, to be the surest safeguard m the present state of our CIVilisation for the 
limitation of the monetary circulations to the legitimate needs of exchange; and that they 
regard fixity of the e..xchanges, which this con.vertibili~y assures,. as indisp~nsable. in a world 
which depends for its prosperity and .progr.ess on mternational trade m a'!- ever-mcreasm~ measure. 
Finallv we must conclude from their action that they are content to lmk the purchasmg power 
of their' money to what gold will buy-that is, to tie their gene~al pri~e levels to gol~ (an.d through 
aold to the price levels of all the other gold standard countnes}-m a word, to JOin m a great 
~1onetary partnership with gold as their common bond. 

They are content, metaphorically speaking, to tie their currency and price-level ships to 
a common buoy-gold. The huge ocean-going ship of the U.S.A., towering over the many 
smaller craft of the other nations, lies there side by side with them, all made fast to their common 
buov. A sea captain in real life would feel ill at ease if he found that he had moored his ship 
to 8 buoy that was anchored to nothing, and was free to drift wherever the currents and the 
winds or the manreuvring of the other ships made fast to it might take it. He is not likely 
to be satisfied with the assurance of the port captain that, in spite of its not being securely 
anchored, the buoy had drifted but slightly during the last half-century before the war, and 
that a material change of its position had only taken place as a result of the exceptional 
circumstances which the war had created. 

Have the captains of our metaphorical currency ships less reason to feel uneasy? Is the buoy 
to which their ships are moored firmly anchored to prevent it from drifting? Assuredly not. 
There is nothing in the construction of our metaphorical " gold buoy " to prevent it from yielding 
to the currents of supply and demand, and from drifting to wherever these may take it, and 
dragging with it the ships that are made fast to it. True enough, our currency ships are all 
equipped with machinery appropriate to their size (the central banks), which has been installed 
with the primary object of enabling their captains to manreuvre them to and fro so as to keep 
them at their proper stations in relation to the buoy, and so to the other ships. But if that 
machinery is employed merely to perform this primary object, they are in no safer condition 
than the ships in real life that are tied to an unanchored buoy. On the other hand, if their 
captains agree to co-operate closely in applying the machinery at their command to manreuvring 

· their ships with a view to keeping the buoy in a pre-determined and safe position, they will have 
ceas~d to ~e at th~ m~rcy .of the elements: Leaving the metaphor, these undoubtedly were the 
considerations whiCh msp1red the resolutions of the Genoa Conference when it recommended 
that the central banks of gold standard countries should co-ordinate their credit policies with 
a view to maintaining stable the purchasing power of gold. . 

III. 

To appreciate the urgency of concerted action of this kind let us examin~ somewhat closelv · 
into the rea~tions that the instabil~ty of ol:!r s~andard of val~e is likely to call forth. We ail 
~now t~at, m our complex economic orgamsation of to-day, the vast majority of transactions 
!nto wh1ch money enters are not settled.the_moment they are concluded, but that they usually 
!n~olv~ contract~ the settlement o~ wh1ch IS deferred over widely varying periods, and that 
1t IS th1s fact W~ICh causes. changes m our standard of value to affect differently different classes 
of the commumty-that, m oth~r words, such changes cause a redistribution of wealth. We 
have learned from. th~ ~onetary. history o.f t~e la~t five years how destructive to economic progress 
-nay,, to. economic hfe If:sel_f- IS the redistributiOn of wealth which the violent bouts of currencv 
depreciation and appreciation have ?Ccasioned: but we are, perhaps, inclined to ignore, or at 
any rat~ to underrate, the rel?ercu.ssiOns that are produced by relatively minor changes in the 
purchasmg power of money, t.e.-m a gold standard world-of gold. 

An attempt is made in the succeeding pages to analyse these repercussions For this 
purpose a "Xation~l Income and Distribution Account" has been compiled, which, though based 
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on British figures, is probably representative of the conditions of the great majority of the 
countries with which we are particularly concerned. The figures from which this account has 
been built up were compiled for the writer by 1\Ir. Joseph Kitchin, and are, in the main, based 
on figures contained in the publication by Professor Bowley and Sir Josiah Stamp, entitled 
"National Income, 1924" (published in 1927): They do not pretend to represent statistical 
facts (and the authors of the publication mentioned must not be held responsible for the allo
cations made), but they are put forward as the best estimate that the available data permit 
to be made. They are, however, believed to be sufficiently near the truth to serve the present 
purpose: 

Table D. 

NATIONAL JNCOME AND DISTRIBUTION AccOUST. 

Prices = 100. 

Income. .. - - Distribution. 

Money Money I %of Total 
Value £ Millions. Value£ 1\lillions. Income. 

4,060 (a) Public debt service •..••••••....• 405 10.0 
(b) Interest and rent ..•• : • •.•.....•. 665 16.4 

Fixed money obligations •.• I,070 26.4 

(I) Other governmental expenditure ... 285 7.0 
(2) Profits of enterprise ...•••......•. 685 I6.8 
(3) Wages and salaries .....•...•.•••• 2,020 49.8 

Residue •.• 2,990 73.6 

4,060 4,060 IOO.O 

' 
The distribution of the national income has been split up, it will be observed, into 

the constituents of· (a) Public Debt Service and (b) Interest and Rent, which are grouped 
together under the mam heading of "Fixed l\loney Obligations"; and (I) Other Governmental 
Expenditure, (2) Profits of Enterprise, and (3) Wages and Salaries, grouped under the main 
heading of " Residue ". The first group, as the heading imtJiies, comprises the obligations in 
respect of contracts involving fixed money payments. It mcludes, apart from interest and 
redemption charges on the National Debt, the debts of public bodies and private undertakings, 
also rent on landed and house froperty and pensions. These obligations may be said to constitute 
a first charge on the nationa "income. They have to be met whatever the income may be, if 
default is to be avoided. The second group, headed "Residue", represents the balance of the 
national income that is available to meet (a) Governmental Expenditure other than debt charges; 
(b) Profits of Enterprise (which includes all dividends of a variable type, such as accrue to 
holders of ordinary or deferred shares of companies); and, finally, (c) Wages and Salaries. It 
is this "Residue" that, on the one hand, has to bear the burden of any deficiency of production 
andfor an increase in the purchasing power of gold (a fall of the general level of gold prices), 
and that, on the other, reaps the benefit of an increase of production andfor a decrease in the 
purchasing power of gold (a rise of the general level of gold prices). 
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Let us now reconstruct the national income and di.stribution account ?n the assumption 
that the national production remains the same, but that 1ts money value has mcreased by 20 per 
cent-that is, that general prices have risen 20 per cent : · 

Table E. 

NATIONAL INCOME AND DISTRIBUTION ACCOUNT. 

Prices = 120. 

Income. Distribution. 

Money Money I %of Total 
Value £ Millions. ~ alue £ Millions. Income. 

4,872 (a) Public debt service •••.••••••.•••• 405 8.8 
(b) Interest and rent •••••••••••.•.•• 665 13.6 

Fixed money obligat~ons ••• 1,070 21.9 

(I) Other governmental expenditure •• 862 7.4 
(2) Profits of enterprise .••••••.•.•••• 871 17.9 
(3) Wages and salaries ••••••••••••••• 2,569 52.8 

Residue •••• 8,802 78.1 

4,872 4,872 100.0 
' 

We can see at a glance that this rise of general prices reduces the proportion of the national 
income which f~ to those possessing fixed m?ney claill!-s from 26.4 per ~ent to ~1.9 P.er cent, 
and so makes available for purposes of the " residue" an mcreased proportion of a like difference. 
It reduces, in other words, fixed money claims by 17 per cent and mcreases the residue by 6 per 
cent. This increase has been apportioned among the various constituents of the residue propor
tionately to their distribution in the first account (Table D). But that, of course, is not what 
happens while prices are on the up-grade. The redistribution involves a difficult process of gradual 
adjustments under considerable friction. The first to benefit, of course, are those interested 
in "profits of enterprise", but pressure from the wage-earners, whose real wages have been 
dinJinished by the nse of prices, soon develops. Wages are increased sometimes by amicable 
settlements, but more often following strikes. 

A rise in prices, or, indeed, the mere expectation of a rise, stimulates enterprise, and so 
creates a greater demand for capital goods, while the greater share of the national income in the 
hands of the wage-earners is freely exercised, mainly for the purchase of consumable goods. 
Both accentuate the rise of prices and call for an increasing volume of money and credit to effect 
the exchange of the more rapidly circulating goods. When the monetary circulation and the 
credit structure have reached the limit to which the central banks feel justified to expand them 
(having regard, on the one hand, to legal reserve requirements and habit or custom, and, on the 
other, to the size of available ~old reserves), and when the prospect of a further rise of prices 
consequently vanishes, enterprise is curtailed and the reaction sets in. The pendulum takes 
its downward course. 

' 
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Finally, let us examine the national income and distribution account, on the assumption 
that the national production remains unaltered, but that general prices have fallen 20 per cent : 

Table F. 

NATIONAL JNCOME AND DISTRIBUTION AccoUNT. 

Prices =so. 

INCOME. DISTRIBUTION, 

Money Money Percentage 
Value£ Value£ of Total 
Millions. ' Millions. Income. 

8,248 ~a) Public debt service •••.•.••.•..•. 405 12.5 
b) Interest and rent ••••••..•.••.•• 665 20.5 

Fixed money obligations •. 1,070 83.0 

(1) Other Governmental expenditure • 208 6.4 
(2) Profits of enterprise ••••••••..••• 499 15.4 
(3) Wages and salaries •.••••••.•••• .' 1,471 45.2 

Residue.,. 2,178 67.0 

3,248 ' 3,248 100.0 

The proportion of the national income which falls to those having fixed money claims 
rises from 26.4 per cent to 83 per cent-i.e., by 25 per cent. The burden of this is borne by 
the "residue", which is decreased by 9 per cent. "Profits of enterprise " suffer first, because a 
reduction of money wages, in spite of their greater purchasing power, is stoutly resisted. Diminish
ing _profits and the expectation of receding prices damps down enterprise; wages are gradually 
depressed. The friction and heat engendered in the process is probably even greater than 
in the case of upward adjustments of wages as a result of rising prices. But if an equilibrium 
in the distribution of the burden that falls on the "residue " is finally to be. re-established
that is, if it is so to be distributed among its constituents as to re-establish the original proportions 
of their shares in the "residue "-what does this involve? 

The share of the national income falling to the wage-earning and salaried class would require 
to be reduced from £2,020,000,000 to £1,471,000,000-that is, by £549,000,000, or 27 per cent 
-while prices will have fallen by only 20 per cent, thus implying a debasement of the standard 
of living of nearly 9 per cent (the ratio being 80 per cent to 73 per cent). The other constituents 
of the "residue" would, of course, have to suffer in like proportions. If, for social or political 
reasons, it proved impossible to debase the standard of livmg of the wage-earning class to the full 
extent apl?ropriate to the situation, the deficiency could in practice only fall on " profits of 
enterprise '. But it is evident that the additional burden these profits could bear would be 
relatively insignificant, and that if they were called upon to do so, and the reward of enterprise 
were thus reduced to inadequate proportions, the incentive to undertake the risks involved 
in it would be destroyed and enterprise curtailed. Serious unemployment would be the 
result. 

A fall in prices, or the expectation that the trend will be downward, causes enterprise to 
be damped down. The demand for capital goods slackens, and the lesser share of the national 

' 
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income_in the hands of the wage-earning class reduces its power to acquire consumable goods. 
The increased share falling to the rentiet' class, on the other hand, is very spa~ingly exercised 
in the purchase of consumable goods, and only v_ery gradually_~~;nd rather fit.fully 11_1 ~he purchase 
of capital goods (the latter very largely dependmg on the spmt of enterprise rev1vmg). These 
factors all combine to accentuate the fall of prices, 'to lessen the amount of money and credit 
needed for the exchange of the sluggishly circulating goods, and so to increase the amount of 
available credit. The pendulum thus reaches the lowest point in its downward course only 
to be driven upwards by the impetus to enterprise which the plethora of available credit engenders. 

For easier comparison the distributions of the national income shown in Tables D, E, and F 
are here tabulated together : 

Table G. 

EFFEcr OF V A.RIATIONS OF PRICES ON VARIOUS CLASSES OF NATIONAL INCOME. 

(In MillioBB of Pounds.) 

. Fixed Money O~Iigations . 

Level Total . 
National of Prices. .Income. Public Debt. Service, Interest .and Rent. Total. 

and Pensions •. 

£ £ % £ % £ % 
120 ...... 4,872 405 8.8 665 18.6 1,070 21.9 
100 ...... 4,060 405 10.0 665 16.4 1,070 26.4 
80 ...... 8,248 405 12.5 665 20.5 1,070 83.0 

Residue. 

Other Government Profits of Wages Total, Expenditure. Enterprise. , and Salaries • 

.. % £ % £ % £ % 862 7.4 871 17.9 2,569 52.8 8,802 78.1 
285 7.0 685 16.8 2,020 49.8 2,990 73.6 
208 6.4 499 15.4 1,471 45.2 2,178 67.0. 

N~.-I~ thls and the ~wo preceding tables it is assumed for simplicity's sake that the National 
ln~me IS ~~valent to natiOn~) production, and therefore wholly subject to changes in the level of 
P!'~· ThiS IS not the ~· stnctly speaking, though the difference (which is due to duplication in the · 
National Income figures), IS relatively small. 

It is al~ost unnec«;Ssary ~say that, in a world in which the currencies and prices. of the 
great producmg C?untnes are hoked ~ _gold, ~nd through gold one to the other, these cyclic 
movements of ~nces must have t~e1r rmmed1~te repercussions over the whole area of gold 
~ndard countnes-that they are, m fact, cychc movements in the purchasing power of gold. 
~or can ~here J;>e any ~oubt that these ups and do'!ns in ~he purchasing power of gold, with 

ll the dislocations. which they engender, are a serious hmdrance to economic progress and 
a source of almost mcessant social and political friction. 
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IV. 

The conviction is gaining ground that, by co-ordinating the credit policies of gold standard 
countries, it is possible, if not to obviate, at any rate very largely to mitigate, these cyclic move
ments. If the force of the original impulse which sets the pendulum in motion were curbed, 
its momentum would be lessened and, with it, the amplitude of the arc it describes. 

When analysing, in the previous chapter, the effect of a rise and of a fall in the general 
level of gold prices, we have assumed that the national production remains unaltered. Opinions 
differ as to whether the stimulus of rising prices causes production to be increased to any material 
extent, and the depressing effect of falling prices to reduce it, though it is more ~enerally believed 
that this is the case to some extent; but there can be no difference of opimon regarding the 
general trend of production. This, it is certain, is steadily increasing, and it would be found 
on -examination that the rate of increase is accentuated in times of rising prices and somewhat 
retarded in times of falling prices. The advance in population alone necessitates a growing 
volume of production if the standard of living is to be maintained. Besides, it is in human 
nature not to be content to accept as permanent the standard of life that has been attained, 
but ever to strive towards improving it. This natural increase of production, which may be 
termed economic progress, has been measured by Professor Cassel over an extended period. 
He reaches the conclusion that it proceeds at the rate of 8 per cent per annum. 1\lr. Joseph 
Kitchin, examining the question from a somewhat different angle, arrives at a very similar 
result. · 

It is very clear than any increase in production involves a corresponding increase in the 
volume of exchange of goods and services, and, other things being equal, calls for a corresponding 
increase in the volume of currency and credit to effect this exchange. In a gold standard world 
it calls for a broadening of the base upon which currency and credit are built, that is, a corres
ponding increase of monetary gold reserves. The augmentation of these depends upon the 
~moun~ of gold that the world produces every year in excess of what !t. chooses to employ in the 
mdustr1al arts or for purposes other than money. If the annual addition to these gold reserves 
is too great relatively to economic progress, the effect is to raise-and, if it is too small, to reduce
the general level of gold prices, or, in other words, to depreciate or appreciate respectively the 
purchasing power of gold. Our gold standard world thus depends for the stability of its general 
price level on two factors that may be said to be entirely fortuitous-the amount of fresh gold 
currently produced and the extent to which gold is used for purposes other than money. . • 

Professor Cassel was one of the first prominently to emphasise these considerations, to 
draw attention to the inadequacy of the current additions to the monetary gold reserves, and 
to insist upon the urgency of international co-operation, with a view to economising the use 
of gold and thus to save the world from a steadily receding price level and all that this implies. 
The Genoa Conference, without pronouncing on the adequacy or inadequacy of the probable 
future supply of monetary gold, recommended the universal adoption of the ~old exchange 
standard, co-operation of central banks, and co-ordination of their credit policies, with the 
object of maintaining stable the purchasing power of gold. Latterly. the question came under 
the consideration of the Royal Commission on Indian Currency and Finance. In the course 
of his evidence before . the Commission, l\lr. Joseph Kitchin-a recognised authority on 
precious metal statistics-submitted exhaustive figures which amply confirm Professor Cassel's 
conclusions. 

It is sometimes suggested that a rise in the value of gold (that is, a fall in prices) is likely 
so to stimulate the gold-mining industry as to substantially increase its output. For technical 
reasons alone, it is extremely unlikely that anything but a very pronounced fall in prices would 
have this effect, even if the whole benefit of such a fall were to accrue to the gold-minmg industry. 
It is on this latter point that the suggestion breaks down coml_lletely. We have seen that the 
redistribution of the national income occasioned by a fall in prices throws the resulting burden 
on " Governmental Expenditure ", "Profits of Enterprise", and 'Wages and Salaries", that the 

t 
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• burden is greater relatively than the fall of prices, and that, _pending the ~eduction of re~ wages, 
it has to be borne by the remaining components of the res1due. Taxation has to. be ~ncreased 
and "Profits of enterprise" reduced. Is it reason.able to suppose th!lt any leg~slabve body 
will hesitate to put the major part of that burden-if !lot the whole o! 1t-on the mdustry ~hat 
can obviously bear it best, when all others are groamng and struggling merely to keep ahve? 
Is it reasonable to suppose that the mine-worker will submit to so drastic a reduction of his 
wages as will debase.his standard. of livi!lg rather substant!ally below the level ~e.was accustomed 
to enjoy, when the mdustry he 1s servmg _prospers? Ne1ther o_f these prop~>Slbons would seem 
to require more than a moment's reflection to be answered m the negat1ve. Whatever the 
advantage that may theoretically accrue to the gold-mining industry, it is bound in practice . 
to be largely swallowed up by the additional burden which will inevitably fall on it. 

Forecasts, however carefully compiled, are obviously liable to error, and there are many 
who-perhaps not unnaturally-shrink from leaning on them, however lightly, as a guide for the 
framing of future policies. But, whatever faith or doubt we may have in regard to the fore
casts of the future gold production, there can be no disagreement on the point that, lookin~ into a 
reasonably distant future, the supply of gold for monetary purposes cannot be gauged w1th any 
certsinty, and that it is beyond our power to control it. Indeed, it would postulate a wholly 
improbable conjunction of circumstances for it always to correspond precisely to the needs of 
the economic progress which the world is and will be making;. this, of course, on the supposition 
that gold standard countries adhere rigidly to their present practices in the matter of gold 
reserves. 

But the problem is not limited to the question of the future supply of monetary gold in its 
relation to the world's economic progress. We all know that the distribution of the monetary 
gold reserves of the world at present available is a very uneven one, that some countries-chief 
among them the United States of America- hold relatively abundant gold reserves, while others, 
especially those who have more recently returned to the gold standard, are pursuing a policy 
of not only holding on tenaciously to what they have, but of also trying to augment their reserves. 
They are-to return to our metaphor-manreuvring their ships so as to get nearer the gold 
buoy. The combined effort in the same direction of the many small craft causes the gold buoy 
to be dragged away from its original PQSition, and with it the other ships that are moored to it. 
It is pretty evident thlt a policy of keeping a tight hand on credit, if only with the object of 

· maintaining gold reserves and attracting just a little more, will react on the general level of 
gold prices in a downward direction if pursued by a sufficiently large number of the smaller 
countries, even though it is opposed by a liberal credit policy of the minority. . 

. · The return to the ~old stan~ard by Great Britain. in May, 1925, marks the turning-point 
m the general restoration of th1s standard. Companng wholesale prices then ruling in the 
l!nited States and Great Britain with those ruling in March, 1928, we get the following 
_p1cture: · 

U.s. A. Great Britain Combined, (Bureau of Labor). (Board of Trade). -
1\lay, 1925 ....... 154.8 158.6 156.4 
l\larch, 1928 •••••• 145.0 140.8 142.9 

-18.5 

The combined index (which may be regarded as a tolerably reliable index of the purchasing 
power of gold) thu~ shO'I~s a ~all of 18~ points, equivalent to 9 per cent, and it does not seem 
unrea:wnable to ascnbe th1s fall m a great measure to the policy of keeping a tight hand on credit 
p~act1sed. by the ~any_ c:ountries that, d~ring this period, have returned to the gold standard, 
With a VIew to mamtammg and augmentmg their gold reserves. 
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v. 

The very cursory sketch of the problem that faces the gold standard world given in the 
preceding pages of this paper seems sufficient to indicate its gravity. The conclusion is 
uresistible that, if we are to be saved the complex reactions, the economic jolts and setbacks, 
and the social and political friction which fre<J,uent and violent changes in the distribution of 
national wealth and income through fluctuatiOns in the purchasing power of gold produce-if, 
in a word, economic progress is not to be seriously impeded, concerted action by the gold 
standard countries is Imperative. If it is impossible to control the supply of monetary gold 
-and it is manifest that it cannot be controlled-then it is clear that the problem can only 
be attacked from the side of monetary policy. The Genoa Resolutions recommended the 
convocation of a conference of central banks. No steps in that direction have as yet been 
taken, and probably wisely. Before such a conference could hope to do useful work, it was 
necessary for the great majority of the countries of the civilised world to have returned to the 
gold standard. That is now on the point of being accomplished. In the meantime, the central 
banks of the leading gold standard countries have initiated a policy of establishing closer contact 
one with the other, but it may be doubted whether this contact, or, indeed, a conference of 
central banks as contemplated by the Genoa Conference, is likely to advance the problem 
materially without a good deal of preliminary preparation. The problem is a complex one, 
and its practical solution involves agreement on a number of questions of theory. Nothing 
could be more detrimental to the smooth, efficient, and expeditious working of a conference 
of central bankers than the distractions of controversy over fundamentals. 

London, April, 1928 •. 
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THE ECONOMIC CONSEQUENCES OF CHANGES 

IN THE VALUE OF GOLD 

By Sir Henry STRAKoscn, G.B.E.I 

U:t.'IVERSAL .ADoPTION OF THE GOLD STANDARD AND THE MOVEMENT OF THE GE~ERAL-LEVEL 
OF COMMODITY PRICES. 

When the International E~onomic Conference, which was held at Genoa ~n !he ~pring of 
1922 enjoined countries that had abandoned the gold standard to revert to 1t, 1t d1d so not 
beca~se 1t regarded gold as a measure of value which could be relied upon to remain stable in 
all circumstances, but because it considered the obligation to exchange national currencies for 
fixed weights of gold (or ~ht;i~ equivalents in m~ney o~ other gold-s~a!'dard countries) as the 
most efficacious means of hm~t~ng the monetary c1rculat~ons t~ the leg1tl!fl!l~e needs of exch!lng:e; 
and because it regarded litab1hty of the exchanges-which th1s convert1bihty assures-as mdis
pensable for the restoration and development of international trade, upon which the prosperity 
of the world largely depends. The Conference clearly perceived that, if left to the free play of 
supply and demand, the value of gold was in danger of being subjected to wide fluctuations. 
It was the desire to obviate this that led the Conference to recommend the co-ordination of the 
"demand for gold • • • to avoid those wide fluctuations in the purchasing power of gold which 
might otherwise result from the simultaneous and competitive efforts of a number of countries to 
secure metallic reserves." It envisaged close co-operation of the central banks, and the regu• 
lation of credit, "not only with a view to maintaining the currencies at par with one another, 
but also with a view to preventing undue fluctuations in the purchasing power of gold." 

The first of these recommendations--i.e., the general adoption of the gold standard-has 
been carried out in a measure and with a rapidity which probably far exceeds the most sanguine 
expectations of those days. Though the movement started in 1923 with the restoration of 
the Austrian currency and, in 1924, with that of Hungary, real progress only began to be made 
in April 1925, when Great Britain and, soon after, the Dominions re-established · the gold 
standard. The movement made such rapid progress that, by the end of the following 
year, practically the whole of the civilised world, inhabited by some 1,200,000,000 people-or 
60 per cent of the world's population-were handling money linked to gold. Being bf law 
exchangeable into fixed weights of gold or their equivalents, the money they handle wil buy, 
either at home or abroa_d, what the weight of gold into which it is exchangeable will buy. It 
follows that the purchasmg power of all the currencies of the gold standard world is determined,· 
within a sli~ht m~rgin,_ by what_ gold will buy: If a stable v~lu~ of gold, that is, a stable level 
of commodity priCes, IS benefiCial to ·economic progress-as 1t IS hoped to show in these notes 
-th~n such stability will -~rin~ econ?mic ~rogress and prosperity to these 1,200,000,000 people, 
an~ if, conversely, 1!'5tab1hty_ 1s an 11~1pediment to econom1c. progress, then their progress will 
!>e Impeded and the1r well-bemg detrunentally affected. It IS well to bear this in mind if the 
Importance and scope of the second set of the Genoa Resolutions are to be viewed in their 
proper perspective. · 

The movement of the general level of wholesale commodity prices in this country since 
the end of 1925 may be taken to be a pretty faithful reflection of the fluctuations to which the 

1 Chairman and Managing Director of the Union Corporation, Ltd., London. 
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purchasing power of gold was subject during that period. It would have been more satisfactory 
to take for this purpose the average of a wholesale commodity price index of this country and 
a similarly constructed index of the United States of America. But this, unfortunately, 1s not 
possible, because none of the well-known American indices are constructed and weighted in 
the same manner as any of the recognised indices in this country. The American indices all 
more or 1ess include prices of manufactured goods, whereas ours, such as the one regularly 
published by the Economist, are indices essentially of raw materials that have a wide inter
national market •. For the measurement of the purchasing power of gold internationally, the 
Economist index certainly seems more appropriate. Taking the index numbers of wholesale 
commodity prices of the Economist, we get the following picture : 

End of December 1925 .•...•....••••••...• , .• 
• 
• 
• 

• 
• 
» 

• » 
End of Match 

1926 ..... · .................. . 
1927 . ...................... . 
1928 . ..................... . 
1929 . ..................... . 
1930 . ..................... . 

Econmnisl Index; 
Wholesale 

Commodity prices. 
una= 100 

158.0 
145.1 
141.9 
186.5 
126.9 
119.4. 

Corresponding 
purchasing 

power of gold. 
1913 = 100 

65.4. 
68.9 
70.5 
78.3 
78.8 
83.8 

It well be seen that the general level of prices fell steadily, but moderately, from the end 
of 1925 to the end of 1928, while the subsequent fifteen months showed a much more 
accentuated drop which, towards the end of the period, degenerated into a slump. 

Gold may thus be said to have appreciated : 
During the year ending 1926 by 

I » » 1927 by 
» » • 1928 by 
• • • 1929 by 

And during the three 
months ending 

March 31st, 1980 by 
Or for the whole period 

from end December 1925 

5. 4o per cent. 
2.8 • 
4..0 » 
7.6 • 

6.1 • 

to e~d 1\larch 1930 • • . • • • by 28.0 • 

It is clear, then, that "the wide fluctuations in the purchasing power of gold", which the Genoa 
Conference enjoined the gold-standard world to avoid, have not been prevented. 

"OVER-PRODUCTION''. 

The appreciation of gold, as expressed in the fall of the general level of commodity prices 
during the period under review, is popularly ascribed to "over-production" brought about in 
the main-so it is said-by the rationalisation of industries the world over. The fact that this 
fall of prices has been accompanied by substantial accumulations of unsold stocks of practically 
all the great staple commodities lends, on a superficial view, support to this interpretation. 
A closer examination, however, makes this thesis untenable. 

Though the word "rationalisation" has found its way into our vocabulary comparatively 
recently, there is every evidence to show that rationalisation has been practised to a greater 
or lesser extent ever since industry has existed. The incentive to augment the gains of industry 
is an ever-present stimulus to improve--that is, to cheapen and to intensify the production of 
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industry. The twenty years immediately prec~ing the ":ar were proba_bly. as prolific a period 
of scientific progress and of intensified production as any m the ec_onom1c h1story o~ the world. 
Quantitative measurements, though unfortunately ~ased o~ mater1al of. a c?mparatJVely scanty 
character, leave little room for doubt that production durmg that per1_od. 1.ncreased at a rate 
far exceeding the increase of population. Mr. Carl Snyder. (the statistician «?f the Federal 
Reserve Bank of New York), measuring the progress of the Umted States of. Amer1ca by a weal~h 
of statistical data, comes to the conclusion that the trade of the Umted States-that 1s, 
broadly its proouction-has been increasing steadily during the last fifty years at a compound 
rate of '4 per cent per annum; while his compilations respecting the production of the world 
at large led him to conclude that that has proceeded at a compound rate of 8 per cent per ann';lm. 
!llr. Joseph Kitchin, ~easuring t_h~ econ~mic progress of the ":or!d by figur~ of the physiCal 
production of the ch1ef commodities, arr1ves at a somewhat s1mliar conclusiOn. The League 
of Nations, in a recently published volume entitled "Memorandum. on Production and. Trade" 
gives figures of world production which correspond broadly to an mcrease for the per1od from 
1928to 1927ofthesame figure of 8 per cent per annum compound. The population of the world, 
on the other hand, has increased during those periods at a rate of about 1 per cent per annum. 
It is true to say, then, that there was an excess of production equivalent to about 2 per cent 
per annum over and above the amount needed to maintain that increased population at a 
stationary standard of life. Yet, except for a brief period in 1907, none of the phenomena 
by which the last five years are characterised had made their appearance. Indeed, the general 
level of commodity prices rose steadily from the year 1896 to the outbreak of war. 

On this evidence alone, one is entitled to question the validity of the popular notion that 
the accumulation of stocks of commodities coincident with the fall of the general level of prices 
of recent times is due to an unduly rapid increase of production of industry. · Indeed, it is 
self-evident that an increase of ,Production, extending over the whole range of commodities in 
an orderly and symmetrical fashion, cannot lead to what is commonly called "over-production." 
An increase of production, in these circumstances, simply makes available to the population a 
greater amount of all the goods it currently consumes. Thus, if the volume of production of 
the whole range of commodities that enter into the economic life of the nations is, on an average, 
increased by 8 per cent per annum, then the producers of the individual commodities will all, 
on an· average, have 8 per cent more of the goods they produce to exchange with each other. 
The farmers would exchange their greater production for the greater production of those who 
produce the things the farmers need, and the producers of these and other things would 
exchange them for the greater production of the farmers. A symmetrical increase of production 
of this kind in effect raises the standard of life of the people, and that, it is almost unnecessary 
to say, is capable of practically infinite expansion. No disturbance in the exchange of the 
greater output of commodities need, or does, arise in these circumstances, provided there are 
available media of exchange in the form of money of all kinds to an amount that corresponds to 
the increased volume of exchanges that this greater production necessitates. H it is available 
the general level of commodity prices will remain stable. It is only when the available amount 
of money is either less or more than is needed to effect these exchanges that the general level of 
commodity prices will fall or rise as the case may be. 

. Symmetry in the production of the various classes of goods is not a matter of accident; it 
IS constantly forced upon producers by the movement of prices of individual commodities relative 
to one another. If one ~r other of the commodities i~ _being produced in quantities relatively 
greater t~an t~e production of the rest of the col!lmod1tles, stocks of those commodities accumu
late, the1r pnce ~ails, and so compel~ a reductiOn of their production until they once more 
conform symm_etncally to th~ productiOn of the rest of the commodities. In the reverse case, 
a revers«; ~ctlon on the priCe and consequently on the volume of production of individual 
co~moditles .takes ~lace and restores. s~~metry of pro_d!lction. The inter-play of relative 
pnces-tha~ 1s, of pr1ce. movemen~ of mdiv1?u~l commod1tJes relative to one another-is thus 
an automatic and mfall1ble corrective of dev1at10ns from the line of symmetric production. 

Let us now observe the course of individual prices in this country during the period from 
the end?~ March 1929.to the en~ of March 1980. The annexed Table A sets out the individual 
commodities on the pr1ces of wh1ch the Economist index is based, and shows the percentage rise 
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and fall in the price of each commodity for the period in question. 
shows that: 

13 commodities of the cereals and meat group had ...•.........• 
9 • other foods group had .•••••.....••••......• 

11 » the textiles group had ....••.•......••....... 
11 • the minerals group had .•...•••....••••..... 
l4o » the miscellaneous group had •.•.....•••...... 

58 commodities had ........................................ . 

In summary, the table 

Falls. Rises. Unchanged. 
11 2 

8 1 
11 

6 3 2 
7 1 6 

43 7 8 

Of the 58 commodities included in the index given: 43, or 74 per cent, show falls; 8, or 
14 per cent, show no change; while 7, or 12 per cent, show rises. 

If it were true that the fall in the price of 74 per cent of the principal raw materials that 
enter into our daily life is due to their "over-production", then the producers of each of these 
commodities :w~mld have on hand, and would b~ !lnxious to exchange, the surplus of the partic
ular commodities they produce for the commodities they do not produce but need to maintain 
or improve their material comforts. Moreover, most of these other goods are also in super
abundant supply, and the producers of these other goods would be equally anxious to exchange 
them for the goods they do not produce but need. There is thus a superabundance in nearly 
three-quarters of the various kinds of raw materials the world needs currently; there is an 
anxiety of the producers of each of these materials to exchange them for others, and yet they 
are not exchanged. 

We are, in these circumstances, entitled to conclude that these exchanges failed to be made, 
not because goods generally were in excessive supply, but because the process of exchange was 
in some way impeded. And if-as is the case--there are no observable impediments of a 
physical or· moral character, the theory of "over-production" fails, and we are driven for an 
adequate explanation to the only remaming factor affecting the process of exchange, viz., the 
adequacy of the amount of money that is available to effect these exchanges. 

THE MoNEY FACTOR. 

It is clear that an increase of production, involving as it does an increased turnover of good 
and services, calls for a corresponding increase in the amount of money and credit to effect this 
tumoyer, if the general level of commodity prices is to remain stable. If the amount of currency 
and credit that the gold-standard world as a whole will permit to be created on a given amount 
of gold remains the same; if, in other words, the ratio of currency and credit to monetary gold 
reserves remains the same, then the general level of commodity prices-i.e., the value of gold
will only remain stable if there is an increase of monetary gold reserves corresponding to the 
increase of production. Conversely, if the increase of monetary gold reserves does not keep 
pace with the increase of production, then general prices will only remain stable if the ratio of 
currency and credit to monetary gold reserves is appropriately increased. But, as the national 
currenCies of gold-standard countries are all by law exchangeable for fixed weights of gold (or 
their equivalents in currencies of other gold-standard countries), price stability can only be 
achieved by co-operative action, if not of all, yet of the principal gold-standard countries. 
Supposing the production of the world increases at a compound rate of 8 per cent per annum, 
and supposing the monetary gold reserves of the gold-standard world were to increase at a 
similar rate, then the general level of prices will remain stable only if every member of the 
great gold-standard partnership does, m fact, build upon the gold reserves it has and may be 
receiving a structure of currency and credit which, regard being had to the state of development 
of the credit system in each country, is appropriate. To the extent to which they fail to do so, 
they are depriving the gold-standard world of the additional currency and credit it needs 
to exchange 1ts greater production, with the effect of increasing the value of gold-that is, of 
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depressing the general level of commodity prices. Gold upon which an appropriate st.ructure 
of currency has not been built in these circumstances ceases to perform monetary functions, to 
the detriment, not alone of the country responsible for it! but. of. the whole gold-standard 
world. It is rather extraordinary how widely SJ?read the behef still IS that the gold,-standard 
)eaves the country adopting it in a position of mdependence and that the benefits 1t confers 
can be had without any responsibilities. The truth th!lt the !{old standard h~ bound togeth~r 
the civilised world for good or evil in the greatest mternat10nal partnership e':er known . m 
history, that this partnership while conferring benefits on eac~ l?artner als~ Imposes upon 
them stern duties, and that transgressions by any one partner mflicts hardships on the rest, 
is hardly realised. 

The exigencies of the war have. disorganised th~ monetary systems o~ most countries• 
Much of their monetary gold found 1ts way to Amer1ca and neutral countries. When they 
restored their currencies after the war and returned to the gold standard, they found the free 
flow of commerce impeded by barriers of the most diverse kind, and with it the flow of gold. T~is, 
coupled with an ill-directed monetary policy pursued by some of the gold-standard countries, 
accounts for the persistence of the maldistribution of the world's gold reserves and their partial 
sterilisation. That sterilisation is most pronounced in the case of America, the Argentine 
Republic and, since 1928, of France, these countries ~aving accumulated gold reserv.es ~ar in 
excess of their reasonable needs. Any gold that flows mto the reserves of these countries IS not 
used as a basis for the expansion of currency and credit, and therefore does not perform its 
monetary functions. The gold-standard world is, to that extent, deprived of the currency and 
credit it needs to exchange its increasing production. . . 

In a table (Annex B) which is appended, are set out, in order of their size, the gold holdings 
of the central banks (and Treasuries) in the principal gold-standard countries of the world 
at the close of each year since the end of 1925. In separate columns appear the chan~es, from 
year to year, in those holdings. In another part of the table, figures are given showmg what 
the ~old holdings represent per head of the population of each country, and, finally, figures Jl-re 
furniShed of the new supplies of gold which have become available for monetary purposes year 
by year. · . 

To assess the bearing, from a monetarr point of view, of the changes recorded in the frin
cipal table, it is necessary to consider the1r effect on the currency and credit structure o the 
gold-standard world as a whole in relation to its needs for currency and credit. It being gener
!liiY accepted that th~ production of the world i!lcreases at the rate of 8 per cent per annum, an 
mcrease of the world s monetary gold. reserves at the same rate would, in the absence of any 
economy in the use of gold for monetary purposes, provide an amount of currency and credit 
adequate to maintain prices. But when we consider the gold movements recorded in the table, 
we have to distinguish between gold that serves truly monetary purposes and gold that does 
!lot. Th~ tabl~ showi~g the gold h?ldings per head of population in the several countries 
IS of particular mterest m that connectiOn. It shows that, whereas the amount of Great Britain's 
gold reserves per head of population was £3.8, that of the United States of America was, on 
an average, about .£6.7, and that of F!ance £6 •. 1 in 1928 and £~.0 in 19291 Though their credit 
systems have attamed a state of effiCiency whiCh cannot be sa1d to be much inferior to that of 
Great Britain, the gold reserves per head ot population in the -united- States of America 
were roughly 100 per cent greater than those of Great Britain, while those of France in 1928 
we_re .roughly 85 per cent and, in 1929,. no less th_an 140 per .cent greater than those of Great 
Bntam. The gold. reserves of the Argentm~ Republ.Ic, at an average of about £9.4r, even if the 
~ullest allow~nce 1.s. made for ~he Jess efficient credit system in that country, are far and away 
1~ excess o! 1ts leg~t1ma~ ~eqmrements: Any gold, therefore, that flowed into America, Argen
tma and, smce the beg~nnmg of 1928, mto France, serves no monetary pmyose for in none of 
these. countries is it ~~itted to sup~rt a structure of currency and cred1t that it would be 
permitted to support 1f 1t had flown mto other countries whose credit SY.Stems are in as high 
a ~te of development.as theirs. In the appended table (Annex C) account has been taken of 
th1s fact when companng tht; amount of mone~ry gold needed to increase gold reserves by 
3 per cent, and so support an mcrease of product10n at the same rate with the amount of mone-
tary gold that has actually become available in each year. ' 
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The correlation of the figures of the last two columns, and particularly the figures for the 
year 1929, is significant. The deficiency of supply of monetary gold in relation to the assumed 
requirements of 8 per cent per annum was moderate in the three years to the end of 1928, and so 
was the fall of the general level of commodity prices during that period. But, when we come to the 
year 1929, we find a deficiency of well over 100 per cent ofrequirements, accompanied by a sharp 
fall of prices which continued into the present year. Not only was the whole of the new gold that 
had become available for monetary purposes in 1929 absorbed by the United States of America and 
France, but the two countries have, m addition, managed to deplete the reserves of some of the other 
gold-standard countries to the extent of £14o,OOO,OOO, after due allowance has been made for the 
release of £86,000,000 by the Argentine. Together they have in this manner sterilised gold to the 
value of £110,000,000, and deprived the gold-standard world of the possibility of augmenting the 
amount of currency and credit that was needed for the exchange of its increased production. 
That sufficiently explains the catastrophic fall of the general level of commodity pr1ces in 1929 
and the beginning of this year. It also suggests that co-operative action for the/urpose of 
co-ordinating the demand for gold by the central banks of the principal gold-standar countries, 
which the Genoa Conference so strongly advocated, was either absent or ill-directed. 

THE ECONOMIC REPERCUSSIONS OF UNSTABLE PRICES. 

The fall in the general level of commodity prices clearly can have no effect on the physical 
equipment of the world. The lands, houses, factories, roads, railways and harbours remain 
for all practical purposes, what they were when prices were higher. Nor can it have any effect 
on the possi~ility of and t~e need for employing that p~ysical equipment for productiye purposes. -
The population has remamed the same and so have 1ts wants. Indeed, the- exper1ence of the 
past leaves little room for doubt that, whatever the movement of feneral prices, production as 
a whole increases at a remarkably steady rate, though that rate o increase is perhaps accen
tuated in times of rising prices and somewhat retarded' in times of falling pnces. Whence, 
then, arises the disturbance that impedes the smooth course of exchange of the commodities the 
world produces? 

We all know that, in our complex economic organisation, the vast majority of transactions 
are not settled when they are concluded, but that they almost always involve contracts expressed 
in money amounts, the settlement of which is deferred over widely varying periods. In our 
gold-standard world, it is the purchasing power of gold, as expressed in the general level of com
modity prices, that determines the real obligations (in terms of goods, in which only they can be 
met) of all these contracts. If the general level" of commodity prices falls by 20 per cent, or, in 
other words, if the purchasing power of money increases by 25 per cent, then a contract entered 
into before that fall has taken place will compel the debtor to give to the creditor a title to goods 
_25 per cent greater than the two parties had bargained for when they concluded the contract. 
The total available volume of goods-that·is, broadly, the income of the community-has thus 
to be divided among the creditor and debtor sections of the community in different proportions 
than before. But, as the total volume of production increases relatively slightly from year to 
year, the greater title to goods of the creditor class can only be met by the share of the national 
mcome falling t 0 the debtor class being curtailed. It is this re-distribution of wealth, and the 
fact that the greater title to goods in the hands of the creditor section of the community is, in 
times of falling prices, exercised haltingly and in a class of goods quite different from that which 
the debtor class forgoes, that cause the profound disturbances in the exchange of goods. 

. It will be easier to appreciate the reactions brought about by such a re-distribution of 
wealth if we examine a concrete case. Professor Bowley and Sir Josiah Stamp published, in 
1927, a monograph on the "National Income" of Great Britain in 192i. Largely based on the 
figures given in this publication, 1\Ir. Joseph Kitchin has compiled for the writer an account in 
which the national income of that year is apportioned among the principal classes of the commu
nity who are particularly affected by a re-distribution of wealth due to a change of the general 
price level. The account does not pretend to represent statistical facts (and the authors of the 
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mono ra h must not be held responsible for the allocations made); but th~y are put forw~rd as 
the ~t ~timate that the available data permit to be made .. They are believed to be suffiCiently 
near the truth to serve the present purpose. The account IS set out below : 

National Income and Distribution Account. 

INcoME. ' DISTRIBUTION. 

1\foney Value Money Value I 
Percentage of 

£ l\Iillions. £ 1\Iillions. Total Income. 

4,060 (a) Public debt service •...•........ 405 10.0 
(b) Interest and rent •....... ; .. • . • 665 16.4 

Fixed money obligations ..••.• 1,070 26.4 

(1) Other governmental expenditure •• 285 ' 7.0 
(2) Profits of enterprise ("entrepre-

685 16.8 ") neur .......... · · · · · · · · · · · · · 
( 3) Wages and salaries. • •.•......... 2,020 49.8 

Residue ••• 2,990 78.6 

' 4,060 4,060 100.0 

The distribution of the national income has been split up, it will be observed, into the con
stituents of (a) Public Debt Service and (b) Interest and Rent, which are grouped ·together 
under the main heading of" Fixed Money Obligations", and (1) other Governmental Expenditure, 
(2) Profits of Enterprise, and (8) Wages and Salaries, grouped under the main heading of 
"Residue". - The first group, as the heading implies, comprises the obligations in respect of 
contracts involving fixed money payments. It includes, apart from interest and redemption 
charges of the National Debt, the debts of public bodies and private undertakings, also rent on 
landed and house property, and pensions. These obligations may be said to constitute a first charge 
on the national income. They have to be met whatever the mcome may be, if default is to be 
avoided. The second group, headed "Residue", represents the balance of the national income 
that is available to meet (a) Governmentalexpenditureotherthandebt charges; (b) profits of 
enterprise ("entrepreneur")-which includes all dividends of a variable type, such as accrue to 
holders of ordinary or deferred shares of companies-and, finally, (c) wages and salaries. 

FALLING PRICES: 

A fall of the general level of prices increases immediately and automatically the share of 
the national income which falls to the section of the community that has fixed money claims. 
That increase takes place without any apparent friction as between that section and the rest of 
the _comn.m~ty; in.deed, most people do not realise that it ha~ taken place. But even if it were 
realiSed, 1t IS not likely to be resented. The greater purchasmg power of money is regarded as 
a windfall to the lucky ones who have claims to it, and is generally thought to be due if not to 
an Act of God, then to the folly of the· "entrepreneur" class for having increased production 
unduly. There are few who realise that the greater purchasing power of the money in, the hands 
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of those having fixed money claims can only be satisfied by a corresponding increase of pro
duction or, failing that, by a curtailment of the income of the remaining sections of the community, 
or (using the global term employed for the purpose of the account) of the "residue". It is 
here that the fiercest friction at once and automatically arises. There is less to be divided among 
the "entrepreneur" and the wage earning classes. Sacrifices have to be made. Who is to bear 
them, and if they are to be borne by both sections, in what proportions? The wa"e·earner 
resists having his money wage reduced, even if that wage were to buy correspondin~ly more 
goods. But we know that a fall of the general level of wholesale prices does not at o::ce bring 
down the prices of the goods the wage-earner needs and buys. The cost of living, in other words, 
does not, except very sluggishly, follow wholesale prices. Besides, the reduction of wages is, 
in any case, a long and difficult process, often involving strikes which reduce production when 
increased production is the only means to restore the income in terms of goods of the classes 
comprising the " residue". _ 

The whole of the burden of the fall has thus at first to be borne by the "entrepreneur" 
class. Those among them whose enterprises are less exposed to foreign competition will try 
to lighten their burden by combining for the purpose of maintainin(f or raising the prices of the 
commodities they produce or the services they render. The result IS that the burden falling on 
the "entrepreneur' class whose industries are more exposed to foreign competition and therefore 
less able to control the prices of the goods they have to sell is further increased. Hence the well
known phenomenon of the unsheltered industries being the first to be badly crippled or put out 
of action by a fall of general prices. But, even if both the sheltered and unsheltered industries 
were prepared to shoulder the burden rateably, they would only be able to support it if the fall 
of prices were relatively unimportant, simply because their share of the national income, even 
in times of stability, is but a small proportion of the whole. The National Income and Distr;i
bution Account shows that their share m 1924 amounted to just over 16 per cent. 

To aid the reader in visualising the nature and the relative extent of the changes in the 
distribution of the national income consequent on changes in the general level of prices, a diagram 
(Annex D) is appended which attempts to show this. It is built up from the figures of the 
National Income and Distribution Account given earlier in this raper, the vertical line above 
the figure 100 at the bottom of the chart representing the nationa income as distributed in that 
account. To the left of this vertical line can be read off the effect which any given fall, and to 
the right any given rise, of the general level of commodity prices has on the distribution, on the 
supposition that the national income remains stationary, and that the "residue" is divided 
between its constituents in exactly the same proportions as it is divided in the original account 
shown in the vertical line above the figure 100. It will, of course, be understood that the 
presentation in this form is a purely schematic one, and does not-indeed could not-take 
account of the innumerable subsidiary influences which are constantly at work in the direction 
of accelerating or retarding the re-distribution of the shares in the national income as 
between one section of the community and another. 

It, however, faithfully represents the change in the proportions of the national income that 
fall to those having fixed money claims on the one hand, and to the "residue" on the other, 
consequent upon changes in the general level of commodity prices on the assumption that the 
national income neither increases nor .decreases. But the division between the main consti
tuents of the "residue"-viz., the wage-earning and "entrepreneur" classes shown in the 
diagram-is an ideal one. Tlie line denoting that division has been drawn simply to illustrate 
how each of these classes would be faring if they bore rateably the burden consequent on a fall, 
and enjoyed rateably- the benefit consequent on a rise in the level of prices. In point of fact, it 
is the process of div1ding the "residue" (especially if the " residue " becomes smaller as a result 
of a falling price level) that causes the struggle and friction between the two classes which, right 
through history, has accompanied every violent change in the level of prices. 

Of far greater significance, in that connection, are the lines shown on the diagram whiC'h 
denote the wage-earners' share of the national income if money wages remain constant (A-B), 
and their share if their standard of living is to be maintained stable (C-D). The first, in parti
cular, illustrates strikingly tlie friction that even a relatively small fall in the general level of 
commodity prices sets up between the wage-earning and "entrepreneur" classes. It shows 
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how deeply the wage-earners' share cuts into "profit of enterprise" while money wage~ remain 
unaltered, and how- urgent, therefore, a readjustment of .money w~ges becomes. Lm~ C-D, 
which presupposes a readjustment of money-wages to a pomt a~ ~h1eh the real wages~.e., t~e 
standard of living-is maintained unaltered, shows tha~ even this ·~_vo~ves a rather sub~tant1al 
encroachment on "profit of enterprise", Conve~ely, if the latter. IS u;~ea,~able of bearmg ~he 
burden (and there is, ?f ~urse, a limit beyond wh1~h "profit of enterpnse canl?-ot be curta1~ed 
~·ithout killing enterpnse), 1t shows that a fall of prices forces upon ~he wage-~rnmg commun!tr 
a debasement of their standard of living. An increase of prod';lction alone IS cap~ble of miti
gating that situation. But, if it is considered that an annual m~rease of production of 8 per 
cent will counteract the ill-effects of a fall in the general level of prices of on!~ about 2.9 pe! cent 
per annum, the profoundly disturbing effect of the fall of 13 per cent durmg the last fifteen 
months will be appreciated. . · 

Little imaaination is required to visualise the many implications that spring from this state 
of things. Th':.s, it is clear that industries which are most vulnerable to com.petition are the 
first to suffer and that, failing very large resources to meet losses,. they are qmckly reduced to 
impotence and compelled to suspend operati?ns, tJnemployment IS the result, but th~t unem
ployment is not merely confined to the particular mdustry that has to suspend operations, but 
spreads over most other industries, for the suspension of operations by one industry immediately 
reacts on others through the curtailment of the requirements by the fonner of goods produced 
and services rendered. by the latter. A reduction of money wages, possibly to a level consti
tuting a debasement of the standard of living, becomes inevitable. Wage reductions of so drastic 
a character can hardly be expected to be accomplished without strikes. These, in turn, aggra
vate the evil; production is further curtailed, and unemployment further increased, and that at 
a time when an increase of production alone can remedy the disequilibrium! 

1\leanwhile, the greater title to goods which the fall of general prices gives to those having 
fixed money claims remains unexercised. While money appreciates, a reluctance to exchange 
it for goods is only natural; and that is particularly true of those having fixed money claims for 
they can afford it, the greater title to goods they so acquire constituting, in fact, an increment 
over and above their accustomed standard of li.fe. They are thus unlikely to exercise it until 
they believe that the fall of prices has come to an end, and when they do, it will be in goods of 
a different character from the goods in which it would be exercised if it were in the hands of 
the wage-earning community. The latter would exercise it mainly in the purchase of consumable 
goods, while the fonner would exercise it in the purchase of capital goods through the acquisi-
tion of bonds and shares. · 

In a period of falling prices, there is thus a falling-off in the demand for consumable goods 
owing to the reduction of mcome of the wage-earning classes, and of capital goods owing to the 
reluctance to exercise their increased purchasing power by those having fixed money claims. 
Add~ to thi~, th_ere is ~h~ llsycho~ogical factor of falling p~ices reac~il?-g on the "entrepreneur" 
class m the direction of lim1tmg their purchases of commodities to their Immediate needs. Hence 
the curtailment of demand for both classes of goods and the consequent accumulation· of stocks 
of most primary commodities. 

This cursory analysis supplies-it is submitted-a far more cogent explanation of the pheno
menon that is observable, not merely in this country, but to a greater or lesser extent the gold
s~n~ard world over. The phenomenon is due, not to "over-production", but to the retarda
tion m the proc~s of exchange, ~~:nd therefor~ of consumption, caused by a drastic re-distribution 
of wealth resultmg from the fall m the general level of commodity prices which in turn owes its 
origin to an inadequate supply of currency and credit. ' ' 

Be.fore concluding this part of our analysis, let us consider the monetary aspect of the develop
ll_ICnts Just referred to. The fact ~hat the general level of prices has fallen and that produc
tion and ~rade h~ve suffered a curtailment redu~es the need for currency and credit. The amount 
that was msu.fficient before t~e fall occurred will probably be substantially in excess of the needs 
of exc~ange m the altered Clrcu~stances. The fact, moreover, that the increased purchasing 
power .m the hands of those ~avmg fixed money claims is not being exercised in the purchase 
of c~p1tal good~ throu~h. the mvestm~nt market, but is being temporarily diverted to the short- . 
cred1t market, IS a sul!iCient explanation of the abundance of the supply of credit in periods of 
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rapidly falling prices. This abundance is the one element in the situation which is able to, 
and invariably does, set into motion a trend in the reverse direction. Cheap credit revives 
confidence, and with it enterprise. The fall of general prices is stayed. Those who have tem
porarily diverted their surplus purchasing power to the short-credit market take heart and direct 
1t to the investment market and, through 1t, to the production of capital goods. Employment 
increases a?~ so does the. demand for co~umable goods. General pnces take an upward trend 
and the spmt of enterpnse broadens until both are once more checked by currency and credit 
having reached the limit to which the central banks consider it prudent to expand them in 
view of the available supply of monetary gold • 

. It is well to re-state. these well-known phases of a trade cycle in order to show that there 
is ample ground for the contention that such cyclic movements are of monetary origin and by 

. no means beyond control. Our analysis shows that the recent fall in the general level of prices 
has its origin in an insufficiency in the supply of currency and credit and that that insufficiency 
was brought about by- the very reverse of economy in the use of the monetary gold that became 
available. It showed that a drastic re-distribution of wealth was thus forced upon the world, 
that this caused the free flow of exchange to become badly clogged, with the result that the 
fall of general prices was accentuated and that the available amount of currency and credit 
became superabundant. 

It is legitimate to conclude that if the gold-standard world had been supplied with an 
adequate amount of currency and credit by the exercise of reasonable economy m the use of its 
monetary gold supply, there would have been no fall of general prices. If there had been no 
fall there would have been no re-distribution of wealth, no clogging of the flow of exchange, no 
superabundance of currency and credit to supply the stimulus for a reversal of the movement, 
and therefore no trade cycle. 

Theattached chart and table (Annexes E and F) strikingly illustrate the close correlation 
of the deficiency in the supply of morietary gold (on the assumption that an addition to the 
monetary gold reserves of 8 per cent per annum is needed to meet the requirements of an increase 
of production at the same rate), with the movementofthe general level of prices and the state 
of unemployment in the period under review. A graph is added showing the movement of the 
Bank of England's liabilities in respect of other deposits, together with the total note. circulation 
(currency notes in issue being added to the Bank of England notes before the former were taken 
over by the Bank). When examining the unemployment chart, it should be remembered that 
the coal strike in 1926, and its repercussions in 1927, are no doubt largely responsible for the 

_ violent movements shown in that period. 
~ 

RISING PRICES. 

Not much space need be devoted to the analysis of the consequences of a rise in the general 
level of prices. They are pretty well the reverse of those of a fall. The diagram (Annex D) 
clearly shows how the share in- the national income accruing to those who have fixed money 
claims is reduced, how the "residue" is correspondingly increased, and how the "ideal" division 
of the " residue " among the wage-earning and "entrepreneur" classes (i.e., its division iri the 
same proportions as those of the original National Income and Distribution Account) raises the 
standard of living of the former and yet leaves the latter with a greater profit. The need for 
a readjustment of money wages is again strikingly illustrated by the lines A-B and C-D, but it 
will be apparent that the readjustment, though no doubt liable to cause friction, is a much less 
difficult matter than in the case of falling prices. To divide the benefit of a surplus is a much 
less unpleasant affair than to divide the burden of a deficiency. 

The increased title to goods which accrues to the "residue" is exercised at once, both 
consumable and capital goods are in brisk demand, the former mainly by the wage-earning 
community and the latter by the "entrepreneur" class, as well as by those having fixed money 
claims. The exchange of goods proceeds unchecked and at an accelerated rate. This, and the 
psychological effect of rising prices, stimulates enterprise, sometimes much beyond its legitimate 
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limits, until it is fiercely checked by the supply o_f currency an~ credit being no longer capable 
of expansion owing to the limitation put upon ~t by _the available ~upply of monetary go_ld. 
The trend in the reverse direction is set in motion w1th all the evil consequences to wh1ch 
reference has been made. 

STABLE PRICES. 

Having illustrated diagrammatically (Annex D) the ~fleet ~n t~e distribution of the nation!!) 
income of fluctuations of the general level of commod1t_y pr1ces, 1t may be helpful to s~ow, m 
similar form the development of things when general pr1ces are stable. The appended d1agram 
(Annex G) has been drawn for the pu~J>ose. J,ike the earlier diagram, it is built up from the . 
figures of the original account, the verhcal line above the figure 0 at t~e bot!om of the chart 
representing the distribution in that account. It assumes that the national mcome mcreases 
at the rate of 8 per cent per annum compound, that the Public Debt Service remains at a constant 
figure, but that "interest and rent" (J?riva~e debt) increases at. the s.a!De rate ~ the n!ltional 
income--viz. 8 per cent per annum-It bemg assumed that the add1honal cap1tal eqmpment 
needed to pr:muce the 8 per cent in~rease ?f t~e_ nati?nal income will be pro~ided by a rat.e~ble 
increase of .Private debt. The "residue" IS d1v1ded m the constant proportiOns of the or1gmal 
account--viz., "other government expenditure" (9.5 per cent), "profits of enterprise" (22.8per cent) 
and "wage-earners" (67.7 per cent). · 

It will be seen that (except for the increase of private debt on the assumption made) those 
having fixed money claims will be receiving the same amount of real income right through the 
period, and that practically the whole of the increase of the national income accrues to the 
"residue". It would be difficult to show that this distribution does not do full justice to all 
sections of the community; those having fixed money claims will be receiving the same amount 
of money of the same purchasing power they bargained to receive when the creditor and debtor 
position was created. In accepting a fixed money claim and receiving in return for it the superior 
security of a first charge on the income, they clearly gave up their claim to a share in any 
increase of income that arises from greater productivity. Tl_10se, on the other hand, to whose 
enterprise, energy and willingness to bear risks the greater productivity is in the main due-i.e., 
the wage-earners and "entrepreneurs"-are justly entitled to share between them the fruits of 
having created it. The division of the "residue" between wage-earners and "entrepreneurs" 
in the constant proportions of the original account secures to both an increase of income at a 
rate somewhat greater than 8 per cent l?er annum. The line A-B drawn across the diagram 
indicates the proportion of the national mcome that is needed to give to the wage-earners a 
constant standard of living, on the assumption that the population increases at the rate of 1 per 
cent per annum. That line brings out in a particularly striking manner how an increase of 
production in conditions of monetary stability makes available for the improvement of the standard 
of life of the wage-earners a steadily increasing margin, and yet satisfies the just claims of the 
"entrepreneur" class to a rateable share in the increased production. The diagram thus indi
~tes. that, in th~ conditions assume~, the standard of li!e of the wage-earners would be doubled 
m th1rty years-mdeed, that no section of the commuruty benefits as much from an increase of 
production. as they do. That increased .Production does not reach the wage-earner unless money 
wages are mcreased accordingly. Frict10n may, but need not, arise in the process for as in the 
case of rising prices, i~ is a question of dividing between wage-earners and "entrepren~urs", not 
the burden of a deficiency, _but the benefit .of a surplus. Besides, in conditions of stability, it 
s~ould not ~e beyond the w1t ~f ~an to dev1se a system by which the wage-earner's due propor
tion ~f t~e ~ncreased p~uct10n IS currently.-almost auto~J~atically-transferred to him. But 
eve_n if ff:lcbon were to anse here and there, 1t can affect but slightly the immeasurable benefits 
wh1~h anse fro!!' t~e fact that, in c~nditions of price stability, a re-distribution of wealth is 
avmded and, w1th 1t, the profound d1st~rba.nces t~at spring from it.. There would ~e no ch«;ek 
to the smooth _flow . of goods, the steadily mcreasmg mcome accrumg to the -"residue" bemg 
currently e~erc1sed m the purchase of consumable as well as capital goods. There would be 
no undue s~1mulus or d~terrent to enterprise, nor would the smooth flow of savings to the capital 
market be mterfered With. In a word, there would be no check to economic progress. 
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If the wisdom of the Genoa Resolutions had any need of support, the events of the last five 
years supply it in ample measure. Indeed, no theoretical analysis could demonstrate more 
convincingly the cause and effect of the fall of the general level of prices-that is, of the 
appreciation of gold-and particularly the magnitude and the all-pervading character of the 
disturbances resulting from it. · 

The conquest of the forces of nature by the human race is increasing at a rate undreamt 
of only a little while ago. We are justly proud of it, and also of our achievements in the direc
tion of co-operation for the purpose of "rationalising" physical production. Yet we are denied 
the full enjoyment of the fruits of this conquest because we have apparently failed to "ration
alise" the monetary use of gold by co-operative action, though that alone can secure for us 
undisturbed economic progress-the very foundation of social and political peace! 

London, April 1930. 
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ANNEX A. 

WHOLESALE PRICES OF INDIVIDUAL COMMODITIES. 

Increase ( +) or decrease (-) per cent 

between March 81st, 1929, and 1\larch, 81st, 1930. 

Wheat, Foreign ................. 
Wheat, English •••••••••••••••••• 
Flour ...........•........ · · · · · · · 
Barley ......................... . 
Oats ... ......................... . 
~laize . ......................... . 
Rice ............ ................ . 
Potatoes ....................... . 
Beef, English ................... . 
Beef, Argentine ........... -...... . 
1\1 utton, English •••••••••••..•••• 
Mutton, New Zealand ••.•••.•••••• 
Bacon, Danish ................. " 

Cereals and 1\leat ••• 

Tea ............................ ~ 
Coffee ••••.•••••••.•••••••••..•• 
Cc>coa ........................... . 
Sugar, cane . ..................•.. 
Sugar, refined. ...... .... , ........ . 
Cheese, Canadian • ................ 
Butter, Danish . ................. . 
Cc>co oil ..... ~ .................. . 
Tobacco ................ ~ ...... . 

Other Foods .•• 

Cotton, American ............... . 
Cotton, Egyptian •••••••••••••••• 
Cotton yam .................... . 
Cotton cloth .................... . 
\\"' ool, English .................. . 
\\" ool, Australian ........... · ..... . 
\\"' ool toJM ••••••••••.•••••••••••• 
Silk ........•..•....•. , , , . , ..... 

12.9 
5.1 
4.8 

28.6 
40.9 
82.9 
9.8 

48.0 
+ 12.6 

4.9 
+ 5.0 

10.0 
2.7 

16.1 

8.6 
4.4 
6.2 
6.5 
6.4 
7.7 

10.2 
4.8 

+ 2.8 

5.8 

21.8 
26.5 
22.7 
12.5 
84.6 
41.2 
40.9 
22.2 

Flax .... ........................ . 
Hemp .......................... . 
Jute .. ................... -· ..... . 

Textiles ••• 

Pig iron . ..•........ ,,, •...... 
Steel rails . . . . . . . . . . . . ; . . . . . . . . . . 
Iron bars . ........................ . 
Tin plates . ...................... . 
Coal, Welsh exp. . .............. . 
Coal, Durham gas .... · ........... . 
Coal, household ••••.••••••.••.••• 
Lead ......................•.... 
Tin . ........................... . 
Copper . ........................ . 
Spelter . ........................ . 

Minerals. 

Timber, English ............. . 
Timber, Swedish ................. , 
Cement .. , ...................... · 
Hides . ......................... . 
Leather ........................ . 
Petrol No. 1 .................... . 
Petroleum oil .................... . 
Fuel oil ........................ 
Linseed oil . .................... . 
Tallow ......................... . 
Rubber ........................ . 
Soda, ceystals . .................. . 
Sulphate of ammonia .... · ........ . 
Creosote ......................•. 

1\liscellaneous ••• 

82.6 
18.4 
26.1 

27.'6 

+ 0.7 

+ 4.9 

7.0 
+ 8.2 

2.8 
21.9 
22.7 
25.8 
81.9 

9.9 

5.3 

14.8 
4.5 

+ 89.7 
8.8 

80.7 

24.1 
28.6 

6.5 



ANNEX B. 

GOLD HOLDING OF CENTRAL BANKS AND TREASURIES. 

In millions of pounda 1terllu. Per heed ("!), 

Population 
End End Claano< End 01147111< End Clla'll/1< End Chanqe Olla'll/1< 1929 End End End End 
1925. 1926. J928. 1927 •. J927. 192M. JiB&. 1029. JU9. ~ vears. (millions), 1925. 1D26. 1927. 1D28. 

United States .. 819 838 + 19' 818 -10 770 -48 802 +32 ~17 121 6.8 6.9 6.8 6.4 
France ....... 
Great Britain •• 
Gennany ••••• 
Japan ••••••• 
Spain •••••••• 
Argentine ••••• 
Italy ••• , •••• 

Netherlands ••• 
Brazil ........ 
Belgium ••••• , 
Canada ...... 
Switzerland .. 
Australia ••••• 
Poland ....... 
Java o o o I o o o o 

Uruguay ..... 
Sweden ... .... 
Denmark ••••• 
South Africa •• 
Czechoslovakia 

orway •.••. ·. N 
0 ther countries 

.. 

164 
145 

' 59 
123 
101 
95 
68 

1,574 

87 
11 
11 
46 
18 
26 

5 
15 
12 
13 
12 
II 
6 
8 

78 

1,881 

(175) +11 (202) +27 258 +56 836 + 78 +172 42 3.9 4.2 
151 + 6 152 + 1 158 + 1 146 - 7 + 1 46 8.2 8.8 
90 +31 91 + 1 184' + 43 112 -22 +53 64 0.9 1.4 

118 -5 115 -3 109 -6 110 + 1 -13 89 1.4 1.8 
101 - 108 + 2 101 -2 102 +J 1 + 1 23 4.4 4.4 

95 - Ill' + 16 127 + 16 91 -36 -4 11 8.6 8.6 
66 -i 69 + 3 75 + 6 76 + 1 + 8 44 1.5 1.5 

-- -- ---- - -- -- -- -- -- --
1,684 +60 1,661 +27 1,727 + 66 1,775 + 48 +201 440 8.6 3.7 

84 - 3 83 - I 86 + a 87 + 1 - 8 4.6 4.2 
12 + I 21 ·+ 9 80 + 9 81 + I +20 84 0.8 0.4 
18 + 7 21 + a 26 + 5 84 + 8 +23 ' 

8 1.4 2.2 
47 + 1 47 - 89 -8 81 - 8 -15 10 4.6 4.7 
19 + 1 20 + 1 '21 + I 24 + a + 6 

' 
4 4.5 4.7 

22 - 4 22 - 22 - 18 - 4 -8 ' . 6l 4.0 8.4 
5 - 12 + 7 14 + 2 16 + 2 +11 81 0.2 0.2 

16 + 1 15 - 1 14 - 1 14 - - 1 55 0.8 0.8 
12 - 12. - 14 + j 14 - + 2 2 6.0 6.0 
12 - 1 18 + 1 18 - 18 I' - 6 2.1 2.0 
12 - 10 -2 10 - 10 - -2 8l 8.4 8.4 

9 - 9 - 9 - 8 ' 1 - 1 71 1.2 1.2 
6 - 6 - 7 + 1 8 + 1 + 2 141 0.4 0.4 
8 - 8 - 8 - 8 - - 8 2.7 2.7 

85 + 7 91 + 6 98 + j 102 + 9 +24 605 0.1 0.1 
-- -- -- -- -- -- -- -- - -- ---
1,951 + 7012,001 +50 2,083 +822,143 + 60 +262 1,288 1.5 . 1.6 

SOURCE OF INCREASES OF GoLD HoLDINGS IN CENTRAL BANKS AND TREASURIES. 

(Millions of pounds sterling.) 

' Difference (In Increase tn Central Banks and Treaanl1e& 
World '1 stock In Central Banks other bankL 

of gold tnoney and Treasuries in circulation or From new Total 

4.8 
8.8 
1.4 
1.8 
4.5 

10.1 
1.6 
--

8.8 

4.1 
0.6 
2.6 
4.7 
5.0 
8.4 
0.4 
0.8 
6.0 
2.1 
2.8 
1.2 
0.4 
2.7 
0.2 
--

1.6 

I From other I (end o! year). (end o! year). hoarded). JrQid. banks. ctrcula-- lncreue. (end o! yeerl. tion or hoarda. 

1925 •..•.•.• 2,129 1,881 248 51 + 19 70 
19:.!6 ........ 2,180 1,951 . 229 52 - 2 50 
1927 .. ...•.. 2,232 2,001 231 50 + 82 82 
1928 .. ..•... 2,282 2,088 199 54 + 6 60 
1929 ........ 2,836 2,143 193 -- -- --

207 + 55 262 

6.1 
8.8 
2.1 
1.2 
4.4 

11.5 
1.7 
--
8.9 

4.5 
0.9 
8.2 
8.9 
5.2 
8.4 
0.5 
0.8 
7.0 
2.1 
2.9 
1.2 
0.5 
2.7 
0.2 
--
1.7 

End 
1D2U. 

6.6 
8.0 
8.2 
1.7 
1.2 
4.4 
8.8 
1.7 
--
4.0 

4.6 
0.9 
4.5 
8.1 
6.0 
2.5 
0.5 
0.8 
7.0 
2.1 
2.8 
1.1 
0.6 
2.7 
0.2 --
1.7 

I 
~ 

I 
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ANNEX C. 

THE A YAILABLE SUPPLY OF l\IOXETARY GOLD AND Al\IOUNT l\TEEDED 
TO L'\CREASE GOLD STOCKS BY 8 PER CENT PER ANNUl\1. 

Xew gold Net 
additions Economist becoming Gold sterilised . • • • - to Addition \Vholesale End of a'-ailable for Gold released from monetary of8% Deficiency. Price Index monetary sterile reserves • . + gold needed'. 1913=100 purposes. reserves . 

• Rise 
In £ millions. Index. or 

Fall 
o/o 

Dec.. 1924 74 U.S. A. -54/ 
Argentine+ 7 I ;-47 27 62 

% 
35 56.5 172.4 + 6.1 

Dee. 1925 -4 u. s. A:· .• +23 ~ +22 
Argentme- I 18 63 45 72.6 153.0 -11.2 

Dee. 1926 70 U.S. A. .. -19 51 64 13 20.3 145.1 - 5.2 

Dee. 1927 50 U.S. A •• +20 ~ 
Argentine -16 + 4 54 65 11 17.0 141.9 - 2.2 

Dec.. 1928 
U.S. A •• +48 ( 

82 Argentine -16 \-24 58 
France, • • -56 

67 9 13.4 136.5 -8.8 

Dec.. 1929 60 
U.S. A . • -32j 
Argentine +36 \ -74 -14 68 82 121.0 126.9 -7.0 
France ••• -78 

liar. 1930 
119.4 - !5.9 

-
1 Reckoned on stock or gold money at end ~f previous year. 
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ANNEX D. 

Changes In Distribution of National Production as a Result of Changes in the General Level of Prices, 
the Volume of Production being Constant • 
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ANNEX E. 

OEFICIENCt IN THE SUPPLJ OF MONETARY JLO 
NEEDEit TO INCREASE GOLO RESERVES BV 3" P. A. 

WI I I I I jjJJjJJJll1'' 

DEPOSITS OTHER THAN PUBLIC AT BANK OF ENGLAND 
• NOTES IN CIRCULATION 

( Last Wednesday of Month) 

1.!100. 000,000 I-----.O..."--l+l---l4--
7··~·· ... __ r;.-, .. 

l450. 000.000 

I, 000,000 

1,500,000 

2.000,000 

- w-~v-y~~~ 

19Z5 

v 

U. 1<. UNEMPLOYMENT (REVERSED) 
EXCLUDING STRIKERS IN COAL MIMING INDUSTRY DURING 

19ZII COAL STOPPAGE. 

v \ 
19Z6 19Z7 19ZII IDZB 1830 
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11. or Ill. TrNumry B. or JC. Noteo TMtUUII'J' 
Not«'ffln In 

WhniNR.Ir-
Ot.h"r olloculatlon, Noh,. In \Vholl't1Rie 

Uthnr tllreu· Not.f,. In 

Prlf'l' I ntlf'x \ln«-m• DetiOidta. olroulatloo, Tot&l. Prloolmlnx Unorn~ Dcpmdt•. lal.lon. circulation. To !&I. 

IUU- 100. Vloyod. 1013-100. 
ployod. 

• 000 Lut. \\todnMd&y of month. 000 Lut Welln011do.y ot month. 

1925. I millions. 1928. I millions. 

Jnn. 170.1 1,820 107.8 07.6 281.2 486.1 Jun. 141.5 1,261 08.7 78.4 21!8.0 465.1 

J.'eb. 170.1 1, 3:11 105.5 07.0 281.2 4114.6 Feb. 141.5 1,2:.!8 08.5 70.1 2!!7.5 4111S.l 

!liar. 105.7 1,8118 1115.0 07.5 284.8 487.7 !liar. 148.5 1,128 08.2 70.2 2119.5 466.9 

A pl. 161.0 1,2112 1115.5 04.5 2!10.8 4!!9.8 A pl. 145.7 1,128 04.8 78.5 2112.0 4115.8 

1\lny HI0.8 1,2114 1116.7 04.8 291.5 402.5 !\lay 146.7 1,108 80.6 79.8 2118.7 468.1 

June 157.0 1,406 118.3 02.7 292.3 508.3 June 144.5 1,278 105.6 80.1 2116.0 4111.7 

July 100.3 1,327 103.3 90.3 801.0 494.6 July 141.0 1,877 106.8 79.8 2115.1 4111.7 

Aug. 160.3 1,441 104.2 88.1 295.1 487.4 Aug. 189.4 1,875 95.8 79.2 2110.9 471.4 

Sept. 159.0 1,4:.!4 114.5 88.6 298.0 496.1 Sept. 187.5 1,855 108.7 78.3 203.9 475.9 

Oct. 156.3 1,354 102.6 86.8 291.6 481.0 Oct. 136.9 1 '404 103.5 78.3 2111.6 . 473.4 

Nov. 156.7 1,814 111.4 85.8 290.1 487.3 Nov. 136.9 1,453 99.6 367.0 466.6 

Dec. 153.0 1,248 160.7 88.5 296.8 546.0 Dec! 136.5 1,334 107.0 888.2 495.2 

1926. 1929. 
Jan. 151.6 1,318 101.3 85.8 286.2 472.8 Jan. 136.1 1,466 96.1 355.7 451.8 

Feb. 149.3 1,248 106.2 84.9 284.1 475.2 Feb. 137.3 1,454 93.7 352.3 446.0 

!liar. 147.1 I, 171 93.6 86.6 295.3 475.5 Mar. 188.1 1,204 94.6 801.8 456.4 

A pl. 147.8 1,093 95.6 84.9 294.5 475.0 A pl. 135.0 1,181 94~1 357.8 451.4 

!\lay 146.5 1, 719 103.0 84.4 800.8 487.7 May 131.5 1,177 91.6 360.1 451.7 
June 146.8 1,751 154.7 85.5 294.0 534.2 June 181.7 1,164 108.6 362.7 466.3 
July 148.7 1,737 105.5 85.8 293.9 485.2 July 134.6 1,178 98.0 371.8 469.8 
Aug. 151.1 1,684 102.1 84.1 290.8 477.0 Aug. 134.5 1,199 94.1 865.4 459.5 
Sept. 153.6 1,648 101.2 84.3 287.9 478.4 Sept. 131.9 1,203 93.4 361.1 454.5 
Oct. 154.2 1,636 104.8 82.9 287.6 475.3 Oct. 129.6 1,254 96.2 358.8 455.0 
Nov. 151.8 1,630 100.8 81.8 284.7 467.3 Nov. 126.9 1,826 96.4 354.6 451.0 
Dec. 145.1 1,432 131.8 84.6 296.5 512.4 Dec. 1:.!6.9 1,344 106.8 869.8 476.6 

1927. 1930. 
Jun. 143.1 1,451 102.8 80.8 280.2 403.8 Jun. 123.7 1,520 103.4 348.0 451.4 
Feb. 144.7 1,815 98.5 80.4 281.5 460.4 Feb. 121.0 1,583 86.9 846.8 433.7 
Mar. 143.5 1,188 97.5 81.8 288.1 467.4 Mar. 119.4 1,694 90.8 852.8 443.1 
A pl. 142.8 1,133 98.6 81.8 294.8 474.7 A pl. 
!\lay 145.4 1,059 98.4 79.7 298.6 471.7 May 
June 144.1 1,069 119.0 81.8 298.3 499.1 June 
July 144.1 1,114 103.5 81.8 298.5 483.8 July 
Aug. 145.1 1,130 93.2 81.2 295.9 470.8 Aug. 
Sept. 143.4 1,126 97.5 80.8 294.8 472.6 Sept. 
Oct. 142.5 1,156 90.8 79.6 292.5 462.9 Oct. 
Nov. 148.1 1,210 95.2 80.7 295.8 471.7 Nov. 
Dec. 141.9 1,194 124.0 82.5 299.8 5011.8 Dec. 

Sources : Unemployment : League of Nations Monthly Bulletin of Statistics. Bunk or England-Other Deposits ~ 
Notes in Circulation E · t 
Trensury Notes . · conomu • 
Price Index 
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ANNEX G. 

Variation in Distribution of National Production as Production Increases, the General Level of Prices 
bein!l Constant. 

NOTE :-The residue, after meeting fixed money obligations, is divided in tile comtont proportion of: 
Other Government Expenditure 9.5%; Profits on Enterprise 22.8%; lVage Earnm 67.7%. 
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PRICE .STABILISATION 1 

BY 0. l\1. w. SPRAGUE. I 

Money credit and price problems have been often discussed at meetings of this Association 
and these topics will doubtless be found on many future programmes. If, fifteen years hence, 
the records were to show during the intervening years a course of prices which without conscious 
effort to that end had been exceptionally stable, free from secular trends and also from decided 
short-time fluctuations, it could be confidently presumed that the period had been one of con
spio:;uous economic tr~nquilli~y, free fro_m decid~ disturbances and l?resumably marked by 
decided progress and mcreasmg economic well-bemg among all classes m the community. Note 
that I say price stabilisation secured without conscious effort to that end, because it is the 
purpose of this paper to enquire whether it is possible to secure, by direct efforts to maintain price 
stability, those advantages whi<'h stability coming of itself would undoubtedly reflect. Or, to 
state the matter in another way, I shall undertake in this paper to suggest monetary measures 
and credit policies designed to maintain a maximum degree of stability in the commodity price 
level and also at the same time to indicate certain .limiting conditions to which a programme 
of complete price stabilisation is apparently subject. The exposition must necessarily be of 
a su1J1mary character, but I venture to think that some gain in understanding may be 
derived from a succinct, comprehensive treatment of this intricate problem. 

For the purpose of analysis, it is convenient to distinguish various diverse sets of influences 
and types of cbange to which the general level of prices is subject. These changes may 
be classified as follows : long-period or secular price trends; changes in relative price levels of 
different countries re<J_uired to maintain equilibrium of payments; cyclical price changes; and 
finally, price fluctuations incident to considerable changes in demand for commodities and 
services and to changes in methods of production, costs, and location of industry, and variations 
in harvests. Here at the outset, it is most important to insist that this or any other classifi
cation of price changes has serious practical limitations. At any given time or place, prices may 
be subject to several and perhaps to all of these various influences. The significance of parti
cular price movements can seldom be clearlY. determined and, consequently, the advisability of 
taking measures to reverse such tendencies will, except in extreme cases, be far from self-evident. 
Price instability may and often has been a cause of economic instability, but equally certain is 
it that economic instability occasions some measure of instability in the general level of prices 
as well as in prices of particular commodities. And it is not certain that enforced or managed 
price stability, even assuming it to be possible, would contribute in all circumstances to general 
economic stability. . 

SECULAR PRICE TRENDS. 

I open the discussion with an examination of the possibilities of overcoming secular or 
.long-period price trends because variations of this general character seem to be most definitely 
susceptible of control. Assuming the maintenance of the gold standard now happily restored 
throughout most of the world, it will be generally agreed that the average level of prices for any 
given decade, say from 1935 to 19-15, will be determined by the amount of monetary gold and 

• Published in the American Economic Review, Vol. XIX, No. 1, March, 1929. 
I At present with the Bank of England; formerly Converse Professor of Banking and Finance at 

the Graduate School of Business Administration, Harvard University. 
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the TOlume of currency and credit resting upon that gold. If a rigid mechanical relationship 
1Je.hreen gold and the volume of the purch~ing medium obtains during those Y.e&:rs, the lev~l 
of pri~ 1rilJ. exhibit a rising trend if supplies of new gold are abundant, a declu!'mg trend if 
the production of gold is not maintained. ~t would be a mere chance occ~~;rrence m th~ nature 
of a windfall for the world at large if supplies of gold happened to prov1de the bas1s for a 
purchasing medium that did not subject the course of prices to secular or long-period trends. 

For the future as in the past, the amount of monetary gold will be a most uncertain quantity 
and consequently, under monetary and .banking arrang~ments which ~po~e a rigid relations~ip 
between gold and the purchasing. medmm, secu!ar .pnce trends are meVItabl~. But, happily, 
it is not essential, to ensure the satisfactory functionmg ~f mon~tary and bank11_1g system~, that 
any particular proportion between gold and the purchasmg med1um shall be mamtamed Without 
ch~oe for indefinite periods. :Monetary changes in the past have been frequent enough, some 
good and some the reverse. Desirable monetary changes have commonly been designed to 
meet particular defects in the administration of currency and credit. They have not been 
directed toward rendering possible or facilitating such adjustlnents of the supply of th_e purchas
ing medium to varying supplies of gold as might serve to lessen or eliminate secular priCe trends. 
Let it become generally recognised throughout the world that it is desirable to free the course 
of prices from close dependence upon gold stocks and the general character of the measures 
that should serve to counteract long-time price trends in either direction can be readily indicated. 

I take first for consideration the simpler and perhaps more unlikely case of a superabundance 
of gold in the years ahead. The employment of gold coin or of gold certificates where \)&per 
money is preferred for hand-to-hand use, together with rising reserve ratios in banks of 1ssue, 
would serve to absorb a huge additional amount of gold at the existing level of prices of different 
countries. In the United States of America, for example, notwithstanding the disproportionate 
share of monetary gold which it still holds, thanks to its complicated currency and credit arrange
ments, it is possible to absorb further gold accretions of at least two billions of dollars and 
completely to neutralise the power of such an inflow to bring about expansion in the purchasing 
medium. The following means of absorbing surplus gold may be mentioned in this connection : 
calling up the unpaid portion of the capital of the Federal Reserve Banks; lengthening the time 
schedule for credit to reserve balances of member banks on items collected by Reserve Banks; 
designation of additional cities as reserve or central reserve cities; changing the method of 
computing net deposit liability of member banks which would transfer to demand deposits those 
time deposits which are only nominally of a savings character; transfer of Government deposits 
from depository to Reserve Banks; reduction in total earning assets of Reserve Banks; substi
tution of gold certificates for the six hundred and fifty millions of national bank-notes now in 
circulation; and finally, retirement of the United States notes and perhaps also of the silver 
certificates. Evidently, the United States of America is in a position to do its full share in 
off~ing the effects of any extraordinary increase in the supply of gold. 1\leans are readily 
available.. The real obstacle is the common preference of the business community for rising 
prices and low rates in the money market. 

Turning no'!" to the case of s.tation!lry or declining gold. production, we are confronted by 
a P':Oblem that mvolv:es ~ter:, difficulties and one as to wh1ch the range of action is doubtless 
~bJect to more defimte lirrutations. But here also much can be accomplished if the will to act 
IS present .. ~ larger amounts of gold rna~ ~ us~ as. c~rr~nt;y and _locked up in bank reserves 
when gold IS m a!>undant supply, !10 also w1thm Wide lim1ts IS 1t poss1ble to economise gold both 
as currency and m bank reserves m the event of a gold shrinkage. There is no particular ratio 
between gold on the one hand and currency and credit on the other that is needed to ensure 
safety and. the. satisfactory functioni~g of the banking system of a country. Gold reserves are 
needed to l~J.nre confidence, to prov1dt; ~he means. of settlement of foreign balances and, finally, 
toP~ .a lirrut upon the a~ount or e:dditiOf!al cred1t. that may be extended upon the acquisition 
of add1bo~~ gold. but obv10usly this last 1s a consideration that loses weight in a periOd when 
new gold IS m scant supply. 

:raking the ,Cnited States of America again for illustration a succession of reductions in the 
:t,mred proportion or gold to R~rve Bank liabilities would not' be a matter of serious concern 
ca eulated to weaken confidence m the strength of our banking system. After all, the strength 
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of a banking system is measured by the character of the loans and investments of the banks 
not by the possession of a little more or a little less gold. Far better a price level ten or fiftee~ 
years hence here and elsewhere at about present levels and 25 or 80 per cent gold ratio at the 
Reserve Banks than a much higher ratio and a much lower price level. 

Statutory r~uirements of a definite minimum reserve ratio against currency and deposits 
obvio?sly place limits upon possibilities of econ?mising gold in the ~vent of scanty supplies. 
In this country, through the Reserve Act and Its amendments, a given amount of gold will 
suppo~ a la.rger volum~ of curren~y on deposit c.redit than formerly, but a definite limit of 
expansiOn still appears m the reqmrement of specific reserve balances in the case of member 
banks and in the minimum reserve ratio against both notes arid deposits of the Reserve Banks. 
In England, also, the prescriptions of the Act of 1844 have been slightly relaxed by recent legis
lation, but elsewhere (the 85 per cent minimum ratio of the Bank of France is a notable instance) 
we find a general tendency to introduce statutory provisions that impose a definite relationship 
between gold stocks and the aggregate volume of credit. To meet the contingencies of a shrink
age in gold output if a declining price trend is to be escaped, a public opinion must be developed 
favourable to the relaxation, if not the elimination, of minimum reserve ratios. 

To permit needed economy in the use of gold in the future, positive legislation may be 
needed in this and other countries. At present, there seems to be a very real danger that policies 
may be adopted which will lock up additional gold. In this country, for example, the retirement 
of the national bank-notes in 1930 when the bulk of the bonds bearing the circulation privilege 
becomes payable has been urged. These notes require no gold backing, but if their place is 
taken by Federal Reserve notes, a gold reserve of at least 40 per cent of their amount will be 
required and a still larger amount of gold will be rendered unavailable if the Reserve Banks do 
not hold sufficient cover in re-discounts and acceptances to make up the balance. Unless pro
vision is made for the issue of Federal Reserve bank-notes which require no gold backing, it 
would seem clearly inexpedient to adopt a policy which would make a quite unnecessary and 
possibly undesirable drain upon monetary go1d stocks. 

1\linimum reserve ratios are particularly objectionable because they necessarily limit avail
able gold to such amounts as are in excess of such requirement together with the further amounts 
that can be set free by the very limited possibilities of currency and credit contraction at any 
given time or place. Required reserve ratios tend to induce a scramble for gold among central 
banks and work against the establishment and steady maintenance of free gold markets. And 
it cannot be too strongly emphasised that the avoidance of scrambles for gold and the mainte
nance of free gold markets are absolutely essential to render a policy of economy in the monetary 
employment of gold both safe and practicable. 

Fmally, it is to be noted that no single country can go far in the execution of a policy designed 
to check a secular price decline. It, would be faced, not only by a continuous loss of gold, 
but also by a persistent depressing situation for its exporting industries. A co-operative spirit 
!lmong central banks with a common objective, a spi~it ~im.ilar to that. which ~as be~n ~anifested 
m bringing about the return to the gold standard, IS mdispensable If the diSturbmg mftuences 
of long-period declining price trends is to be moderated. And even though co-operative policies 
are adopted by central banks and gold restrictions on credit are made more elastic, the counter
action of declining price trends would still involve difficulties and complications that would 
require experienced and far-sighted management. At any given time or place, it wi~ always be a 
difficult matter to distinguish the secular trend of prices amid the confusing variety of other 
influences which are responsi~le fo~ price ~uctuations. In gener!ll• however! it m~y be presumed 
that a persistent and world-wide price declme may be taken as fairly c~mclusive eVIdence that the 
course of prices is being positively and undesirably affected by an madequate supply of gold. 

RELATIVE PRICE LEVEL. 

There is some danger that secular price trends may not be clearly distinguished from price 
changes that are peculiar to single countries or a limited ~umber of countries simi~arly 
situated, the price levels of which rna~ be subject to long-period .chan!tes. th~t are entirely 
independent of the abundance or scarcity of gold. Even the entire ehmmatlon of secular 
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rice trends does not signify the elimination from time to ti'?le in variou_s countri~ of very. 
~nsiderable/rice level changes that might ~nd over conside~ble periods o! time. .The 
financial an trade position of a country relative to other countnes may experience decided 
changes and the mamtenance of payment equilibriu'?l may in':olve for t~at co~ntry ~aterial 
modification of its level of money prices. In ~~wmg countries, a relatively hi~h pnce leyel 
obtains, but, when interest and payments on pr~nci~al come to exc~ new bo.rrowmg, a d~l~ne 
in the price level relative to other countr~es Jl! meVJtable unless q~te exceptmnal p~uctJvity 
and foreign demand combine as offsettmg mfluences. .Reparations and Inter-Allied debts 
furnish another instance. Efforts to maintain a given level of prices in either the paying or 
receiving countries must obviously greatly enhance the difficulties of making settlements. 
Some changes in relative price levels of different countries are a natural and necessary conse
quence of changing economic and financial relations. 

CYcLICAL· PRICE CHANGES. 

I now turn to cyclical price changes and here I. can do little f!lO~ than re~state the 
position which I developed in a paper read at a meetmg of the AssomatJon some eight years . 
ago. When prices have been rising rapidly and there is evidence of widespread speculative 
buying in commodity markets and labour is fully employed, it is imperative that central banks 
take energetic measures to restrain further credit expansion. And this policy can be made 
effective since at such times it is certain that no considerable additional supplies of credit can 
become available except through the extension of additional accommodation by banks of issue. 
The problem remains for consideration, however, whether central banks can do more than this 
and, at an earlier stage, upon less definite evidence of the incubation of a boom, take measures 
to impose restraint; and here; I must frankly say that I do not t~ink our experience furnishes 
a positive guide to action. . _ 

lloderate price advances or moderate price declines may refl~ a wide variety of conditions 
and consequently to counteract either an advance or a decline at any given time may be advan
tageous or the reverse. We cannot determine the matter from the course of prices alone. 
Extreme and persistent price changes in either direction may well be counteracted with advan
tage to the community. 1\foderate changes in prices can be taken at most as only one factor in 
the detennination of credit policies. It is not enough that in recent years there may have been 
fairly close correlation between Reserve Bank policies, price movements, and business activity. 
In some measures, Reserve policies have been timed on the basis, not of prices alone, but the 
analysis of all other factors bearing upon the industrial and financial position. We cannot say 
that, because an easier money market in the midsummer of 1924 contributed to price stability 
and assisted business revival that similar satisfactory results would have been attained if that 
policy had been adopted some months before. Economic adjustments incident to large changes 
m demand or in supply affect, not only particular prices, but also the price level and it is by no 
m~?s certain that a credit policy largely influenced by slight changes in the price level would 
facilitate necessary adjustments. When such adjustments have been initiated, liberal credit 
may facilitate the process, but there is danger that an early application of such assistance will 
rather serve to defer the process of adjustment and perhaps render it more difficult. 

Finally, th':re remains for .mention the possibility that it may be desirable at times, on 
~unt of pa~Icular excesses m the employment of credit, to impose restraint even though 
pnces are ten~mg downward. Stock exchange activities seem to afford a recent instance and 
also, perhaps, ~!'!lent ~ales,, financing and building activities. Such particular aberrations 
may ~h senous drme_nsions m the a~sence of a _general advance in prices. And they suggest 
that pnce changes at trmes must be diSregarded m the determination of credit policies. 

. In v_iew of th.e diversity of causes a';Jd consequent uncertain significance of slight changes 
m the pnce level, It would seem to ~ desirable that any progmmme of _price stabilisation should 
allow for what may be called a ~argm of tolerance. Fluctuations in price of, let us say, five and 
perhaps even ~ much as ten pomts a~v~ or. below a leve~ ~hat had manifested a fair degree of 
banence mig~t ~e~:I ~ regarded. With mdifference requmng no particular action. It should 

noted that thiS limitation to decided changes in prices would greatly facilitate the execution 
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of a stabilisation policy. The relationship between changes-in the volume of credit and currency 
and price changes are not sufficiently exact and immediate to permit a definite determination 
of the measures that would serve to offset a change of a few points in an index number. Under 
different circumstances, the effect of a given amount of contraction or expansion in the volume 
of credit might range all the way from complete ineffectiveness to the mitiation of a decided 
price movement. 

In the execution of a stabilisation problem, appropriate means of measuring the course of 
prices must be employed. That any single index number will serve all purposes seems doubtful. 
To measure secular trends and cyclical fluctuations, a wholesale price index which includes many 
commodities, such as that of the Bureau of Labor, seems inadequate. A general purpose index, 
such as that which has been constructed at the Federal Reserve Bank of New York, does not 
appear to be sufficiently sensitive, while basic commodity indices are apparently unduly so. 
For the particular problem presented by price changes required to mamtain exchange equi· 
Jibrium a special index is required, an index which in some way measures general changes in unit 
money costs of J?roduction. Perhaps such an index might be based upon a selection of those 
commodities whiCh are neither exported nor imported. An index of this character would 
roughly measure the changes in money costs that may be required to maintain the equilibrium 
of payments with other countries. 

For a number of years now, measures directing the Reserve Banks to use their powers to 
maintain price stabilisation have been before Congress. At hearings, first in 1926 and again 
in the sprmg of 1928, I expressed great doubts of the advisability of such amendments to the 
Federal Reserve Act. Assuming, however, definite recognition of the limitations to which price 
stabilisation is subject, I have reached the conclusion that. a stabilisation amendment might 
prove serviceable. In the administration of the Reserve system, there is danger that particular 
considerations, such as the protection and development of the acceptance market or treasury 
finance, may be given undue weight. 1\loreover, such a doubtful objective as money market 
stabilisation is apt to bulk too largely in the minds of those charged with the administration of 
the Reserve Banks. A few general principles taken as desirable objectives should neither unduly 
hamper nor enforce actio~, !lnd, in particular, a price stabilisati~n p~vision ~n the Reserve Act 
might well prove helpful m 1ts bearmg upon future monetary leg1slatton and m the development 
of co-operative poliCies and arrangements with foreign bank officials. · 
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At its meeting on June 8th, 1928, the Council adopted the following resolution : 

.. The Council requests the Financial Committee to consider to what extent and in 
what way the League of Nations could most usefully assist in the study and solution of 
the problem of undue fluctuations of the purchasing power of gold." . 

The work devolving on the League of Nations in connection with the atudy and solution of 
the problem of undue fluctuations of the purchasing power of gold cannot, we think, be usefully 
undertaken until a fairly clear idea has been formed of the lines which such an investigation 
lhould follow-hatever body or bodies may be asked to conduct the enquiry-and of the 
general trend of its probable conclusions. 

1 Ymancial Attache to the French Embauy in London; formerly Member of the Economic and 
Ymancial SectioD of the Secretariat of the League of Nationa. . 
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In order to prepare the ground for the discussion which will no doubt arise in the Financial 
Committee, some relevant information has been embodied in the present note bearing more 
particularly upon the following points : ' 

A. 1\lethods of recording fluctuations of the purchasing power of gold. 
B. Causes of variations in the general price leveL. 
C. 1\lethods of influencing the total amount of credits granted. 

We cannot sufficiently stress that the considerations embodied in this note have been set 
down without follo~ing any hard-and-fast princi.l?le a~d without any claim to absolute precision. 
In order to ascertam what the League could do m thiS field, we thought it necessary first of all 
to find out what there was to do. An attempt has therefore been made to determine the subjects 
requiring study, rather than to forecast the outcome' of such study. 

"Where it as been found necessary for the logical sequence of the argument to indicate the 
probable result of the inve;;tigations to be undertaken, suggestions have been put forward rather 
than proofs. 1\loreover, smce the present note is only to serve as material for the discussions 
of the Financial Committee, we have intentionally refrained from drawing any conclusions with 
regard to the part which the League of Nations might play in the "study and solution of the 
problem of unclue fluctuations of the purchasing power of gold ". 

A. 1\IETHODS OF RECORDING FLUCTUATIONS OF THE PURCHASING PoWER OF GoLD. 

The repercussions of important fluctuations of the purchasing power of gold have been 
brilliantly discussed in a memorandum by Sir Henry Strakosch (see page 7). It would not 
appear necessary, therefore, to revert to this question here. 
· Let us assume, then, that, after having agreed upon the importance of securing the greatest 
possible stability in the purchasing power of gold, or-what amounts to the same thing-in the 
general price level, it had been decided to enquire to what extent and by what means this result 
could be achieved in actual practice. 

Thus stated, however; the problem is obviously ill defined, and the first step will have to 
be a clear setting-out of its terms. 

The purchasing power of gold and general price levels are, indeed, terms which convey 
something to the mind, but whose meaning is qmte vague. Obviously, it is desirable that, for 
a stabilisation policy, we should have an index number calculated according to invariable rules. 

Now, there is not merely one index for the general price level, but there are a great many. 
Before enquiring whether, and by what means, the general price level could be regulated, it is 
essential to know in respect of which general price level an attempt at regulation is, if possible, 
to be made. 

We need only consider that an index of this kind always consists of a mean between the 
relative figures obtained by dividing, in the case of a series of market commodities, the price 
obtaining at the time in question by the corres{K>nding price over a specific agreed period called 
the basic reriod, in order to realise the difficulties which the selection of an index for the general 
price !eve must necessarily present. 

The first difficulty is due to the fact that there is not a single standard mean, but there are 
a vast number : the arithmetic mean, the geometric mean, the harmonic, the ·median, etc. The 
first problem is, therefore, the selection of a formula by which the mean is to be calculated. 

Having fixed on this formula, a second difficulty arises-namely, the selection of the commo
dities whose price is to be incorporated in the index formula, since it is clearly impossible to\. 
include the prices of all commodities. Thus, it will be necessarr to decide whether the index 
for the general price level should take into account wholesale pnces only, or whether ~t should 
cover retail prices, wages, rents, transferable securities, etc. 

Then a third question will arise-namely, the importance to be attached to each price in the 
index formula. It is, for instance, quite obvious that more weight must be attached to fluctua
tions in corn or steel prices than to variations in the cost of pepper or mustard. 



This is the problm~ of 1reighting-i.e., the detennination of the coefficients which must be 
applied to ~ prke in the select~ fonnula. - This problem must be tackled, for if the same 
roefficient 1rere to be gh~n to eyerv commodity,. the problem would not be evaded : indeed, it 
w-ould be soh-ed--&nd probably m ihe worst poss1ble manner. · 

To sum up: the first quest!<>~n~mely, the selectio!l of the index the fluctuations in which_ 
it is proposed to attenuate-nuses m 1ts turn the followmg three problems : 

(a) Selection of a formula for the index. 
(b) Selection of prices to be incorporated in the index. 
(c) Selection of a method of weighting. 

We should mention that these three problems have seldom been studied from the point of 
new of om present enquiry. They have ~~ a~ways bee!' dealt with by ~tatisticians who are 
more interested in the methods of calculating mdices than m the use to wh1ch the latter are to 
be port. It would appear essential, therefore. that in any new enquiry a sharp distinction should 

· be dra..-n between the detennination of the index and its practical calculation. 
In the first place. the theoretic index which is best adapted to the problem in hand will 

han to be sought, and then a method of obtaining in actual practice an index approximating 
to this as nearlv as possible. To proceed otherwise and to seek to deduce the fonnula to be 
adopted from stBtistical considerations would be tantamount to endeavouring to perfect a system 
of calculations without knowing what the object of the calculations is to be. 

'The problem is, however, by no means as indetenninate as it may appear at first sight. In 
order to realise this, it will be sufficient to observe the very close analogy existing between the 
general trend of the variations of indices calculated according to very different methods. 

After having systematically observed and measuled this apparent lack of response of indices 
to tbe conditions governing their calculation, its cause will have to be sought. Once this has 
been found. we shall probably have arrived at conclusions which will simplify the three problems 
just set forth and will lead to solutions upon which agreement can probably be reached. 

Having secured agreement as to the method of measuring the general price level, means 
will have to be sought of attenuating fluctuations, and consequently of detennining the causes 
from which they arise. 

B. CAt:SE.S OJ' VAB.IATION IN THE GEto."EB.AL PB.ICE LEVEL. 

Tbe causes of the yariation in the general price level constitute a stock problem of political 
economy. llany solutions have been put forward. The least that can be said is that none of 
them have.as yet secured unanimous approval, and that, particularly during the post-war period, 
~eJ'Sles were frequent u to the nature of the causes responsible for variations in the general 
~ ~~ ~e peo~le, such ulrving Fisher, hold that variations in the number of monetary 
uruts m ~~ are m all ca&es responsible, whereas others, auch u Rist, apparently consider 
that fluctuations m monetary stocb are a consequence rather than a cause. 

~ ~~~ the problem of how .to ftStrict undue fluctuationa of the purchasing power of 
gold. it • o Importance that the va~ theories put forward ahould be investigated and that . 
an endeavour s6ould be made to detennme the factor or factora which must be influenced if a 
regulation of the general price level ia to be attempted._ 

~is may be ~nsid~ to be a pu~ly theoretical problem. Yet, to attempt to set up mac hi
~ WI~ ha~ prevlOUfily ascertamed the forces which will be responsible for its operation 
• aurely ~ startmg to "!'alk ~thout knowi~g '!hither one wanta to go. In the present case, 
the pract~ problem at ISSUe 11 the detenntnatwn of the exact eausea of fluctuationa in the 
general pnce leveL -

he It 5~1d be J>?inted out, however, that thia enquiry will only affect to a very slight degree 
t conci~JOns which are a!reacfy to some extent foreseen, and will not disclose any new means 
of regulatmg the general pnce level; yet, by elucidating the 1ystem according to which these 
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means operate, their scope will be clearly defined and an opportunity afforded of refuting false 
theories or theories that go too far. · 

Th.is problem, t_oo, is by no mean~ as indeterminate as it appears at first sight. As we 
stated ~ the precedmg paragraph, the mdex of the general price level represents a formula for 
a certam mean, and, as such, possesses certain clearly defined arithmetical properties. In the 
first place, ~ technical enquiry will show that, given equal conditions in regard to the quantities 
o~ co_mm?dities offered, the index of the general price level will be more or less unaffected by the 
distributiOn of demand between various commodities, and that it will only vary : 

. (I) In direct ratio to demand-i.e. the total sum expressed in monetary units 
whiCh the whole body of purchasers devote to their purchases during the period under 
consideration, regardless of the distribution ·of this total demand as between various 
commodities; 

. (2) In inverse r~tio to supply-i.e. the total quantities placed on the market 
durmg the same period, these being expressed as units according to. some definite 
system. · 

This rE'lation is not vague and approximate, but a constant one which can easily be demon• 
strated as being a certain index of the general price level, and which can to a large extent be 
verified in respect of all indices calculated on a practical basis. As a result, of a technical enquiry, 
it should therefore be possible to secure unanimous assent to this principle. 

This relation once established, the problem of variations in the general price level has to 
some extent been defined, since this level can only vary according to the fluctuations in the total 

. supply or demand. 
Supply depends on a whole series of circumstances-meteorological conditions, techno

ogical conditions, business activity, etc.-upon which it is impossible to exert a direct influence. 
There is no mean.~, therefore, of restricting the variations in the general price level except by 
controlling demand,--i.e., by attempting to adjust it to variations in supply. 

Now, demand represents the total of all individual demands expressed in terms of money, 
whatsoever the object of the demand. In other words, it is the total amount of money which 
all persons using one and the same currency devote to their purchases in, say, one year, whatever 
the object of these purchases : for instance, goods, services, shares, bonds or more or less long
term securities, representing expenditure on consumption, stocks for subsequent re-sale, or 
savings. 

Thus, the resources " used" by the whole body of purchasers in any given year may be 
divided into two parts : first, the total resources of these purchasers accruing to them from sales 
of all kinds (not only sales for the needs of consumption, but also for subsequent re-sale) and from 
services rendered, or from cash received in respect of dividends, repayments or amortisation, etc.; 
and, secondly, the difference between the credits granted and the credits refunded. 

In order to obtain a definite idea of this relation, and to realise that demand is of necessit r, 
bound to equal the total of these two components, the meaning of the terms " credits opened ' 
and " credits refunded " must be clearly understood. · 

Any operation, whatever its form, which will enable a person to purchase beyond his normal 
income (i.e., income accruing to him from sales or receipts of cas~ in.the widest sen~e of the 
term) should be regarded as an opening of credit. In this connection, It should be pomted '?ut 
that the granting of credit by a bank-and this is the operation generally known as the open~ng 
of credits-is exactly the same thing as grantin~ time for pay~ent. Fro!? the mon~tary pomt 
of view, these two operations are of the same kmd : they furmsh purchasmg power .m ~xcess of 
that existing; they must therefore fall within the scope of the problem we are considermg. 

Conversely, the refunding of credits previously granted means ~he effecti~g of payments 
hich were in arrears both in the form of loans by banks and m that of time allowed for 

repayment. Again, fro:U the monetary point of view, th~se two forms of credit are equivalent, 
since they result in a diminution of the available purchasmg power. 

However, as has previously been pointed out, the general pric~ level can only ~e affected 
in practice by bringing influence to bear on the total demand. . Smce demand consists of two 



romponent factors-actual revenue and the exl'eSS of credits granted ov~r credits refunded
the problem of regulating the general price level is actually that of regulatmg these two compo-
nent factors of the total demand. · 

The first. representing what has been called_ the norm~ revenue of a eountry! depends. on 
a large Yllriety of circumstance:' : the general p~1ce Jeye_l,. y1~ld of crops, productivity, techmcal 
development. a'"&ilability of skilled labour, busmess 1mbabYe, etc. Its total may be substan
tiallv influenced in the long run, although only indirectly, by the State : by its financial, economic 
and· fiscal policy; or by the bank of issue : by its credit pohcy. 

The bank of issue can, however, take direct and rapid actio~ in order to regu~a!e the dille
renee between the total amount of credits opened an~ that of cred1ts.refund~, and 1t 1s genera!ly 
admitted that this is the only satisfactory and practlc~ method of mflue!lc1ng the general pr1ce 
Je,·eJ. Therefore. in order to attenuate undue fluctuatiOns of the purchasmg power of gold, each 
rountrv should at all times internally adjust total demand to total supply by regulating· the 
marglli between the total amount of credits opened and the total amount of credits refunded. 

This brin,os us to the third and unquestion!lbly the most importa~t grou~ of questio~s 
which will ha¥e to be studied-namely, those beanng upon the methOds of mfluencmg the margm 
between the total amount of credit opened and the total amount of credit refunded, the efficacy 
of these methods and the limits within which they can be applied. 

I 

C. liEAst."llES CAPABLE OP n;n.n:SCISG ~DIFFERENCE BETWEEN THE TOTAL AHOUNT 

OP CREDIT OPE..'G:D A..'fi T11B TOT.\L .AliOUNT OP CREDIT REFUNDED. 

These measures will vary according as the gold standard or the ~ld exchange standard 
has been adopted. In a systematic study, the two eases must be rons1dered separately. 

1. Irt Counlriu mhicla 1aave adopted the Gold Sta~rtl. 

In theory and practice a direct relationship is generally held to exist between the volume 
of credit granted and the quantity of actual money in circulation. The conclusion is that the 
purchasing power of gold depends on the extent of the metallic resources. . It must be admitted, 
however, that this theory is frequently challenged, and that, even if it is accepted, in the above 
form it conveys no idea of the sensitiveness a~d precision of the mechanism it implies. Now, 
if IIUCh a mechanism exists, it can be described, and before proceeding to discuss it we 
~hall do well to analyse it in detail and to see how it "!orks.. For the purpose of a practical e~quiry 
mto the problem of how to attenuate the fluctuations of the purcnasing power of gold, 1t w1ll 
not do to adopt offhand the vague notion that there is a certain relation between the quantity 
of currency in circulation and the total volume of credit granted. We must first ascertain 
whether such a relation really exists and, if so, what is its mechanism. 

It sh?uld ~added tha~ no ruryt" conclusions can be expected from such an analysis, but that, 
by throwing light on the difficultieS of the problem. a certain measure of agreement might be 
reached where now there is only uncertainty and controversy. 

An endeavour has been made in the following pages to sketch the outlines of such an enquiry, 
but. we _must once more repeat, without laying down any hard-and-Cast principles and without 
attemptmg to cover all the aspects of the question. All that has been attempted is to make 
forecans of the probable form of the conclusions to which such an enquiry might lead. 

Throughout this enquiry, the fact must never be lost sight of that to grant a credit is, as 
has already ~shown. to give an individual the means of buying in excess of his normal income, 
and that thiS can be done either by furnishing him with monetary units in any shape or form 
(gold, bank-notes or c;redits)-thia IS the credit or discount op«;ratJOn generally pract1sed by the 
bank- or by aceordmg extension of time for payment, wh1ch ia the form of credit generally 
granted by traders. 
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Next we must examine the mode of operation of the organisation on which the whole mone
tary system rests-i.e., the bank of issue. 

As a rule, a bank of issue grants credit by means of discounts or advances, but it always 
makes them available in the concrete form of monetary units, whether notes or bank credits. 
It would appear as if its main business were to create currency units-notes or bank credits
and sell them on credit. 

This process of turning out money,' however, cannot go on indefinitely. These monetary 
units are legally redeemable in other currency-gold under the gold standard system and gold 
or foreign exchange under the gold exchange standard system. Experience shows that, in order 
to meet regularly all the demands for repayment that are presented to it-in other words, to 
meet its legal liabilities-the bank of issue must always keep in stock a metallic reserve of gold 
equivalent to a given percentage of the number of monetary units it has created. 

It is true that this obligation, the need for which is self-evident, is generally imposed 
by law with an ample margin of safety which in normal times protects the bank against any 
difficulties as regards the supply of ready money. 

The bank of issue is thus legally obliged to keep in hand a metallic reserve equivalent either 
to a given proportion of its sight liabilities (notes and bank credits) or, as under some old statutes, 
of the value of all notes issued in excess of a fixed amount. · 

We shall deal here only with the former type of statutes, as the latter type operates in much 
the same way. 

The bank of issue's obligation always to keep its metallic reserve proportionate to the total 
amount of its sight liabilities, limits those liabilities-that is to say, the sum total of the credit 
which the bank may grant-to a maximum which again is depende,nt upon the bank's metallic 
reserve. 

If, for instance, the bank must always possess in gold 40 per cent of its sight liabilities, it 
can only grant credit up to a maximum equivalent to two and a-half times its cash reserve. This 
_limit will expand or contract according as the bank's metallic reserve increases or diminishes. 

The following diagram is intended to show the relation between the total amount of the 
bank of issue's metallic reserve and the maximum amount of credit it may grant (no attempt 
has been made to express the probable ratio between the different blocks of credits). 

1\Iaximum of credits granted by 
trade. 

1\laximum of credits granted by 
private banks. 

1\Iaximum of credits granted by 
bank of issue. . · 

l\1 etallic reserve of the bank of 
issue .. 

4 

3 

2 

-
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The bank of issue, although it has the monopoly for the issue of bank-notes, is of course 
not the only bank that grants credit. All private banks may allow discounts or make advances 
in the form of the bank credits. · 

But the private banks, like the bank of issue, are obliged to redeem on demand, not in 
gold, but in legal currency, the credit which they have granted. They are therefore compelled 
to keep in hand a certain amount of legal tender, and experience shows that this reserve should 
always represent about a tenth of their sight liabilities-that is to say, of the total of the deposits 
and current accounts in their custody. 

In some countries, particularly in the case of "member banks" in the United States 
of America, this proportion is fixed by law, but a study of balance-sheets in all countries, 
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~peciallv in France and England, shows that. where no legal provisions exist. practice ~as 
imposrcfrules whkh lead to the same results. . 

The eondusion is that the lin1it of the credits which private banks can grant will be propor
tionate to the an10unt of their cash holdings. 

.\s all credits granted by the bank of issue are I~ tendc;r, the cash .holdings of.private 
banks will mainly eonsist of the notes or loans of the bank of ':Mu~that IS to say, will come 
out of the volume of credit represented by block t of the foregomg dlBgram. · 

If the volume of credit represented by block t was wholly absorbed by the p~vate banks, 
the maximum credits whkh prtvate banks might grant would represent about ten times the total 
volume of credit expressed in block t. -

This is not the case however, in actual fact. The bank-notes, as well as part of the bank 
credits of the bank of w;,ue, are to a large extent absorbed into circulation. 

But if the amount of currency tokens, notes or bank credits absorbed into circulation d~ 
not diminish, the amount of the private banks' cash hold~gs cannot .increase unless the credtts 
granted by the bank of issue are also increased. The maxtmum credit that can be granted by 
c::te banks cannot increase without a corresponding increase in the total loans made by the 

of issue. Accordingly, by increasing or decreasing the amount of the latter, the former's 
maximum will be raised or reduced. 

In the foregoing diagram, it was assumed, for the sake of clearness, that a third of the credits 
granted bv the bank of issue was absorbed into the cash holdings of private banks. If this were 
so. and aSsuming that the liquid reserve of private banks should always be equivalent to about 
a tenth of their total sight liabilities, the maximum of the loans which might be made by private 
banks would be about three times the amount of the monetary units created by the bank of issue 
and about seven times the amount of its metallic reserve. 

It must be emphasised, however, that these pro{'Ortions vary from country to eountry and 
are only gi'\""en here by way of illnstration. They m~ght be ascertained in each individual case 
by means of srnematic enquiries; the material point, however, is not to determine their ratio, 
but simply to discover whether, other things being equal, it presents a certain degree of stability. 

It is tme that banks are not the only institutions that grant credit; any trader who sells 
his wares without requiring immediate payment is in reality making a loan to his client. which, 
from the monetary point of view. is ~ly comparable to the loan which that customer might 
have obtained from his bank in order to effect the same purchase. 

Nevertheless, neither a trader nor a bank can give credit indefinitely. To keep his business 
going and to meet his liabilities without difficulty as they fall due, he must himself possess a 
certain reserve, or working ca.Pital, the amount of which eXJ>I:rience will determine. He will 
have, of oomse, to increase thiS working capital pari JHU"' Wlth his turnover, for if he were to 
dev~p_his sal~ without increas~g his liqui~ fun<l~in ~ther ~ords, if he were to expand the 
eredit side of IUs busmess he m~ght find himself m .senous difficulties, and ultimately in the 
bankrnptey court. . . ' 

. Th~ the l?tal credit which a trader can allow to his customers is roughly proportionate to 
hJS working capttal; one cannot increase appreciably without the other increasing likewise, and 
consequently by restricting one we restrict the other also. 

To retnrn to 01;1r ~m, it may be; taken that the credit given by traders constitutes a 
fourth block of credtt, which corresponds m the aggregate to the credit they obtain from private 
banks. 

This explains the ciO!Ie relation between the credit granted to the buyers on the markets and 
t~_metallic reserve held by t~e bank of issue, and how the amount of the latter determines the 
~ of the fonner. Accordmg as the bank reserve expands or contracts, so commercial credit 
will expand, or contract, involving a corresponding rise or fall in the general price leveL 

~ore go!ng further, we murt examine the degree of interdependence of the various blocks 
of credit, restmg one on top of the other, as shown in the diagram on the previous page. 

. In aome ~· the _limit of one block in relation to the precedintr one is fixed by statute. 
This holds good m particular of the credit granted by the banks of ISSue, which are bound to 
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maintain. a Pf?portionate reserve, and the credit granted by private banks which are controlled" 
by a regune lilie that of the "member banks" in the Federal Reserve syst~m. 

In all other cases, it is the "t.reasury requirements" that limit the total loans in proportion 
to the reserve held. But, to .realise fully the nature o~ this limitation, it must be remembered 
t~at th«: sa~e cash reserve wi!J suffice to cover very different liabilities according as its rate of 
circ!-llation .Is more or less rap~d. There ~ no a~sol~te !~mit to the credit that may be granted 
a~amst a given reserve unless Its rate of t;ll'Cula~IOn IS uniform. Recent research in this connec
tion has demonstr~~:ted that the rate of Circula~Ion of bank credits in particular is governed by 
a s!ow and steady mcreas.e, due to the more ~Id~pread. u~e of instruments of payment necessi
tatmg no movement of com, and also by a penodtcal vartatlon closely linked with business cycles. 
There are examples on record of the rate of circulation trebling within the same period. 

This shows that the supply of credit is not strictly limited by the amount of the cash reserve, 
but .that the latter ~nly operates as a check when, _for temporary reasons, circulation remains 
stationary, The actiOn of the one upon the other IS therefore not mechanical or sudden but 
slow and progressive; it puts on the brake, it does not pull up abruptly. ' 

It would seem that a practical study of the problem of the fluctuation of the purchasina 
· power of gold should include a systematic enquiry to establish how far the effectiveness of th~ 

methods for restricting credit is affected by variations in the rate of circulation. In this connec
tion, a comparison might be made between the American system, in which the money supplied 
by "member banks" is restricted in proportion to their reserve, with the European system, in 
which "treasury requirements" depend on banking practice. 

In any case, this study will only serve to determine the sensitiveness of the relation between 
the dirterent blocks of credit and the total metallic reserve. It might show, for instance, that 
the credit which could be granted on the same total reserve may be doubled or trebled according 
to the greater or lesser rapidity of the rate of circulation, but the existence of that relation could 
never be questioned. 

It is clear, then, that, if the cash reserve is restricted, the total amount of credit that may 
be granted is also more or less rigorously curtailed. Next, the mechanism of the practical 
methods suggested for controlling the supply of credit, hence the total demand and ultimately 
the general price level should be examined. 

The first and perhaps the best-known method is to change the discount rate, or more accur
ately the rate of re-discounting of the bank of issue, and so, by raising the price of money, to 
discourage further demands a!ld induce creditors to repay outstanding loans. 

Nevertheless, a rise in the bank rate will not affect the discount prices in the market unless 
the private banks are forced, in order to provide for new loans, to increase their liquid reserve 
and hen~e to apply to the bank of issue. In ?ther words. chan~ing t_he ban~ .rate will only_ be 
effective when all the available supply of credit o~ the ma.rket IS entirely utihsed. O~hel"WI.s_e, 
if money can still be had on the market, changes m the discount rate ~f the bank of ISSu_e wtll 
avail little and the bank rate is said to be ineffective. Such changesarem the nature of an mdex 
to the gen~ral situation and thus have a moral effect which is far fr?m negligible,_buttheydo.not 
directly and automatically react on the market. The method of dehberately altermg the mBXIma 
of blocks 1, 2 or 8 of the diagram on t>age U has therefore been ~ntemplated ~ a means of 
directly controlling ~he discount facilities. in the market. Accordm~ to the mm~tes of the 
enquiry undertaken m 1927 by the Commtttee on Currency and. Bankin~ of the Umte_d States 
House of Representativesl, which is one of the ~ost comp~hensive studtes on ~he subJect that 
exi.iits, the various measures which may be practically constdered are the followmg : 

(a) Meaaure1 tending to modify the total metallic reserve of the Bank of Issue, and consequently 
the total credit it can aupply.-These are measures tending to inftue!lce the ~mount.of block(l) 
of the diagram on page 47. They are applicable in practice only m countries havmg adopted 

a Uearln 1 before the Committee on Banking and Currency, .J:Iou:'e of Rep~ntatives, 
60th Congre!, First Session on U.R. 7895.-A Bill to provide for the Stabilisation of the Price Level for 
Commoditiea In Generul. 1027. 
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the gold standard. These measures are two in number. The first ~ormed the_ subject of!" scheme 
b,· Professor Lehfeldt for the l'f11'llation of the world output of gold m Jlroport10n to !!<J.Uirements. 
:He rontends that this result m1ght be obtained by an understanding betw~n the Umted States 
of Ameri('ft and Great Britain, in whose territories almost all the gold-mmes of the world are 
situated. _ 

The ~nd is Professor In-ing Fisher's method, which has been. embodi~ in. the United 
States of Ameri('ft in a bill known as the Goldsborough proposal, the obJect of wh1ch IS to change 
the nominal value of the gold reserve of the bank of issue ~y alteri~g the metallic definitio~ of 
the monetarv unit. In this way, the amount of the Banks metallic stocks woul~ be mod1fied 
and hence, a1so, t~e amount o~ the credit it rould provide. lnstt;ad of a dollar w1th .a co~~t~nt 
weight and a vanable purchasmg power, one could ~ave, accordmg to Professor lrvmg .F 1Sher, 
a dollar with a variable weight and constant purchasmg power. 

It m'Qst not be forgotten, moreover, that ~he total weight of the stocks of me~llic money .is 
at present rompletely free of any regulating mfluence other than that of the pnce of gold m 
relation to rommodities. · 

It would therefore seem particularly desirable to study the present position of the gold 
stocks in relation to world requirements.· and the probable development of these two factors 
during the next few years. But these are questions closely bound up with the problems ~rising 
in ronnection with the use of gold in the various monetary systems and therefore dependmg on 
the monetary policy of the leading countries.· 

(b) Mnuuru tntding to modify directly the volume of crediU ovmed by the Bank of lmJe, 
in other words to influence block (2) of the diagram on page •7.--'rhese measures are also two 
innmnber. . 

The first is based on the fact that, in the majority of countries, the bank of issue's reserve 
must always represent a fixed percentage of the total loans made. 

By systematically altering this percentage, it is possible to control the maximum limit of 
the accomodation which the bank of ISSUe is able to give, and so force it to be more or less liberal 
in granting credit. . 

That is really the method employed in the United States of America, when Federal Reserve 
notes with a~ per cent or~ per ~nt gold backing are replaced by gold certificates witb 100 per 
cent gold backing. -

.The second consists in the b~ of issue's engaging ~ w~at are called open-market operations 
-nz., purchases or sales of secuntles-the effect of which IS to create or absorb monetary units 
(bank-notes or credits), and so increase or decrease the amount available on the market and 
hence the supply of credit. - ' 

. These open-m3:rket operations are generallr. used for the purpose of making an ineffective 
dlSCOUIIt rate effective. Governor Strong descnbes them in the following terms : 

"The influenct; tha~ the n;serve syst_em e~erc~ in the _money market may be 
d~'bed ~herefore m this way: if speculabon.anses, pnces are nsing, and possibly other 
CODSlderatwns move the reserve banks to t~ghten up a bit on the use of their credit • 
and we own a large am~nt of Goven;rment securities, it is a more effective program: 
we find by actual expenence, to begm to sell our Government securities It lays a 
foundation for an advance in our discount rate. • 

" I~ the rev~rse conditions appear, as I shall describe, and as we thought we were 
devel?pmg late m _1923, then ~he purchase of ~urities eases the money market and 
~Its the reduct10n of. our dlSCOun~ rate. But we still have much to Jeam • • , • 

ar as we have gone m our expenence and under world conditions as they are it 
seema to 1_11e. that the fo~nda~ion for rate changes can be more safely and better laid bv 
these prehmmary operations m the open market than would be possible otherwise · r. 
( op. c1t. Part. I, pages 832-8.) • • ' 

. (c) :Jfeuuru lntding to 11Wd!fy the total volume of credit granted by privau bankl in other words 
to mfluence block (3) of the dmgram on page •7.-In countrie~~ where the act' 't t t · bu ks . t 11-' "t · "bJ to · lVI y 0 CCf IUD 

" • 18 con ro ,..... 1 18 poss1 e conce1ve a direct action on the total volume of their credits. 
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It is obvious, for instance, that, in the United States of America where it is compulsory f, r 
member ban~s to ross~ss a reserve (~e~sited _with th~ Federal Reserve Bank) re resenting 

0
a 

fixed proportion o the1r total loans, Jt JS poss1ble, by mcreasing the legal proportlon, to com
pel them. to decrease the total amount of credit they are prepared to grant. 

Obv10usly, such a measure can only be quite exceptional .. 
On the other han~, chan!res i~ the r~-discounting rate can, by making re-discounting more 

or les~ costly, ex~rt an •!~imedJate mfluence on the total credit granted by banks or traders. But 
for th1s the re-d1scountmg rate ~ust ~e "effec~ive" in the sense already explained, which is b 
no means ~lwa);'S the case, cspecJallv m countries where a large proportion of the bank of issue~ 
assets consists m advances to the Government. · 

In any case, the ~ank of is.sue c~~;n exercise a radical influence on the granting of credit by 
the moral effect attachmg to all1ts actions and the hold it possesses over both bankers and traders. 

In the. foregoing ~ag~, w~ have m~relv touched o~ S<?me <?f the methods that are proposed 
for regulatmg the vanations m the pr1ce level by varJations m the volume of credit granted. 

There is no doubt that each of these methods would repay study in the light of the ex
perience gained, but it is impossible here to go into their respective merits. 

Nevertheless, even from this brief note-which is intended merely to indicate the points 
for study--one conclusion already emerges: namely, that whatever methods may be contem
plated for regulating the fluctuations of the purchasing power of gold, absolute control over the 
price level can never be achieved, but a certain influence can be exercised tending to check its 
fluctuations. 

For we must always bear in mind that the monetary fabric of a country is built up of differ
ent strata of credit. Of all the different methods of action contemplated to-day, none, except 
perhaps varying the bank rate, directly affects the volume of credit given by traders in the form 
of extension of time for payment, yet this is certainly an important factor in the fluctuation of 
business activity. 

Moreover, these various methods of intervention do not regulate directly the total amount 
of credits granted, but the monetary reserves on which they are based. Now, as we have already 
stated, we must never overlook the fact that a given monetary reserve may serve to cover Habib
ties widely differing in amount according to the rate at which it circulates, and this rate is 
liable to considerable fluctuations and is not amenable to any imaginable method of monetary 
restriction. · 

A systematic investigation of the possibilities of influencing the general price level is likely 
to lead, therefore, to the conclusion that one cannot hope to arrive at complete stability of the 
purchasing power of the monetary unit and that one can only try to _reduce the breadth of its 
variations. , 

The results obtained by such pressure will depend largely on external c:ircu~stances, and 
we can no more be certain of its absolute efficacy than _we can claim _that the act10n ~f. a brake 
will under all circumstances bring a motor to a standstill. _The grad1ent of the road·~·~ such a 
case the preponderating factor. All that can be hoped forts some measure of success m mcreas
ing the force of the brake until-whatever the circumstances of ~he mo!llent, such as the 
gradient. speed, etc.-the desired result is obtained. But only experience will show the amount 
of effort required to achieve this purpose in any given case. 

• 

2. In Countrie• which have adopted the Gold Exchange Standard. 

In the case of countries which have adopted the gold exchange stand~, t~e problem of 
restricting the margin of variation in the l;>Urchasing power of the monetary umt ra1ses numerous 
and complicated issues. It is charactenstic of this system that ~he cash re~erve of the bank 
of issue does not necessarily consist of _gold, b';lt may u~clude fore1gn currencies (notes or bank 
credits) convertible into gold, or even, m certam cases, mto gold exchange. 
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In othcr wonls. tht' basis of the credit systcm in rountrit'S having the gold exchange stan
danl may be ronstitutffi with monetary units taken from biO<'ks (2) or (3) of the credit system 
of foreign rountrit'S (see diagram on page .&i). 

I will immffiiately be I't'nlisffi that this fact entirely changt'S the conditions under which 
the- mont'tan· s\-ste-m operates, and l't'acts on the limitation of the maximum amount of credit 
grantffi. ItS e-frt'CtS. mol't'O\"t'r, may not be limitffi to the country in which it operates. 

It may thel't'fore be worth while to enquire what I't'pereussions the adoption of this monetary 
syste-m may han on the- purchasing power of gold, and whether it dot'S not constitute an obstacle 
to the application of measures intendffi to rt>Strict the margin of variation. 

In this ronnt'Ction, we should mention that the que-stion has already been raisffi by Go,·ernor 
Strong himself, in the- following tern1s : 

"::\lr. Chairn1an, I am trying to say that if dt'Clarntions are to be introdured into 
the Fffiernl rt>Se-rve act for the purpose of promoting stabilitv of prires generally, 
there is a dt'Ciaration which rould be made which I believe would be more errecti,·e than 
tl1e one which is proposffi, and that is a declaration, within reasonable limits, for a 
return to the gold standard by former gold-standard countrit'S. In the course of time, 
when the effect of the gold standard, whirh we rerognise and have always recognised, 
begins to be felt upon prices throughout the world and the readjustment of bank 
resen·es resulting from that, then, I think a very important step toward stabilisation 
of prices will ha,·e been taken." 

(Op. cit. Part I, page 306.) 

GeneYa, XoYember 1928. 
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THE WORKING OF THE GOLD STANDARD UNDER 

PRESENT CONDITIONS 1 

By 0. M. w. SPRAGUE. I 

The gold standard has emerged triumphantly from the welter of disordered currencies of 
the World War period and gold has now become more universally than ever before the founda
tion of the structure of credit throughout the world. This return to the haven of familiar mone
tary p~actice is ~ignificant of the widespread convicti.on that. the gold standard is an essential 

· factor. m the ma~n~enance of a ~easonable ~easure of. mternatwnal financial stability, for which 
there IS ~o prom1smg ~nd practicable substitute. As1de from the defect, perhaps not incurable, 
of long-time secular pr1ce trends, the gold standard worked well during the half-century preceding 
the war an~ the public is hopeful.of not less satisfactory results in the future. That these hopes 
can be. reahsed I am firmly convmced, but, under pre~ent and prospective conditions, they can 
be reahsed only through a greater measure of co-operation and conscious effort than was required 
under the conditions that obtained in the pre-war period. . 

Deferring to the close of this paper the problem of secular price trends, I shall first discuss 
the gold standard in operation as, through gold movements, actual or anticipated, it affects the 
supply and cost of credit and brings about changes in economic and financial conditions. 
Between countries that are on the gold standard, forces are constantly at work tending to check 
any wide departure from an international eq_uilibrium of payments. When the causes of dis
equilibrium are not of a deep-seated nature mvolving difficult and far-reaching readjustments, 
industrial and financial, the corrective process through the operation of the gold standard is in 
a large measure impersonal and even automatic. Gold exports, not so much because they are a 
means of payment, but through the restraining influence which they exert on the countries 
losing the gold together with the easing of the money markets of the countries receiving it, are 
an effective means of correcting those slight departures from equilibrium that are of constant 
occurrence in the ordinary course of international trade and other foreign transactions. 

During a long period of 'years preceding the World War, a continuous series of slight, or 
at all events by no means extreme, adjustments was characteristic of the international economic 
situation and the inlluence of gold movements of quite manageable proportions was sufficient 
to maintain the nations in financial equilibrium. But now the gold standard has been restored 
to a world that is by comparison at a far greater remove from economic and financial equilibrium; 
to a world also in which mternational payments of great magnitude and largely of non-economic 
origin are to be made over a long ser1es of years. The situation would clearly seem to be one 
in whieh anything approaching the automatic operation of the gold standard might be expected 
to involve stresses and strains so severe as to threaten the breakdown of the machinery of credit. 
There are limits upon the amount of gold that can be; "':ithdrawn for eXJ?O!": "~;Vithout e~dangering 
confidence in the credit st.ructure, and there. are. also hm1t~ upon ~he P.oss1bd~bes.of cred1t contrac
tion and consequent shrmkage of values 1f d1sastro~s mdustnal dislocatlo~ IS ~o be. esc~ped. 
On the other hand, gold inllows may be of such magmtude as to threaten ~erwus mflahon if the 
gold is fully utilised as a basis for credit expansion. And yet, if the gold IS not thus employed, 
the extent of the necessary readjustment is widened in the gold-exporting countries. 

• Published in the Proceedings of the Academy of Political Science, Vol. XIII, No. 4, January 1930. 
• At present with the Bank of Eng)a~d; f<;>rmerly Converse. Pro~essor of Banking and Finance at 

the Graduate School of Business Adm1mstrat1on, Harvard Umverstty. 



Payment of re~rations and the inte-1'-a!lied debts,. toge-ther 11·ith changes i.n trade channels, 
more and highe-r tar1ff w~lls a!ld 1~meh ~ore1gn bof!Owmg of a more or less d1stress character, 
all rombine to t'reate a s1hmhon m winch lt'SS rehance than formerly can be placed upon the 
unfettered working of t"ronomic fort'CS and particularly u~~~ those of a m<?neta~y nature •. It 
is a situation that dentands the adoption of roncerted po 1c1es ~ased upon mtelhg~nt fore~1ght 
and adopted we-ll in a~vance of the ap~arance of en~ergenc1es. ~nd~ •. the mternat1.o!lal 
position at the present tmte se-ems not unlike that of busmess enterpr1s~ 111 Inch ~ave prom1smg 
possibilities, but which r:t"luire t~me to work. themselvt;~ out of an unsatisfactory s1tuat!on. T.he 
application of such bas1c and tmt~nsunung remed~es. as the development of new mdustr1es 
and improved methods of production can only to a )muted degree be hastened under the spur 
of monetary pressure and may be indefinitely deferred if that pressure is extremely severe. 

In addition to these familiar ronditions that must render the establishment and main
tenance of an .inte!""ational balance of.~y~tents a~ exceptionally difficul~ matter in the immediate 
future, there IS still another factor militatmf a,aamst the smooth working of the gold stan~ard 
that is perhaps less generally rerognised. xefer to the effect of the presence of the Umted 
States of America as a creditor rountry and to the functioning of the New York money market 
as a world monev market. On the basis of recent experiences, it is hardly too much to say that 
the l:"nited States of America is a most unsatisfactory creditor rountry from the point of view 
of the rest of the world. This is due to the fact that we are only mtermittently a creditor 
rountry. In the good old days prior to the war, capital was largely distribute_<! throu(:hout ~he 
world through the London im·estment market, and a sudply of funds for long-time use m fore1gn 
rountries was always available. The domestic deman for capital in Great Britain and in the 
neighbouring rountries of the Continent was fairly stable and never approached the aggregate 
of current savings signifying investment. In other words, the domestic demand never absorbed 
all of the available supply and, ronsequently, foreign borrowers rould rely with a fair degree of 
assurance upon the possibility of securing additional aeromodation in London. Contrast now 
the experience of the foreigner with the American market. We began a few years ago 
with not a little blare of trumpets to make very ronsiderable foreign investments. Satisfactory 
investments, no doubt, but at the same time we rongratulated ourselves upon the assistance 
that we were rendering the rest of the world. Then the domestic demand for funds increased 
and we, so to speak, closed up shop. 

Consider the case of a bank which had taken the accounts of numbers of business roncerns, 
granted them credit for a season or two, and then one fine day informed them that the bank 
had found a better use for its money. No well-managed bank does that sort of thing. It 
assumes that it has a certain responsibility to its customers and, so long as they remain in satis
factory financial condition, they can rely upon the bank. The foreigner, at least so far as recent 
experience may be taken as a basis for judgment, cannot rely upon the United States of America 
as a source of a fairly stable supply of additional funds or even ronsider himself secure against 
endeavours to withdraw rather suddenly some of the funds already invested. 

Our money market for short time acromodation has also appeared as a more disturbing 
factor in the ~~tional situation than at any. former pe~iod. We have had many stock 
market booms m this country, but the recent boom IS the first smce the United States of America 
has become a creditor country. In the old days when we were a debtor country, an 8 to 10 per 
cent or.l2 per.~nt rate for ~llloans would have frightened the foreign investor and, far from 
attractmg additlo~ funds, at would rather hav:e tended to bring about the withdrawal of some 
of the acromodat10n already extended. But smce our market has become exceedingly strong 
as a creditor market, the advance in money rates no longer has that effect but rather tends to 
force up rates in other countries through its attractive force. ' 

H from time to time i~ th~ ~uture the New ~ork mf:!ney market is to show an increasing 
demand for funds mea.~.ured ~n bllhons of dollars whJCh contmues to expand in spite of 12 per cent 
money, then the quest1on will dou!>tlc;;s present itself whether it might not be to the advantage 
of tht; rest of the. "!"orld to establL~h 1b systems of currency upon some other basis than that 
OC(.-npted by the t:mted State;;. In. the light o~ recent experiences, however, it is perhaps reason
a~le to. pres~e that operations m the ~tmty markets are altogether unlikely to be similarly 
d~turhtng agam for many years to come, 1f ever. I think we may anticipate that the Federal 
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Reserve System in the future will take more drastic action and at an earlier date in order to 
check a specul~tive movement of the type which we have recently experienced, and I think we 
may also be fatrly confident that the precedent conditions favourable to an extreme advance 
in security. quotatio:.ms .and the attitude of the public at large will hardly be so favourable, at all 
e~ents ~urt!lg the hfetlme of most. of us here present. I am therefore disposed to think that the 
dtsturbmg mflue~c~ .on t~e workmg of the gold standard arising out of the character of our 
stock market acbvttles will not reappear a.n~ may be regarded as being out of the way for the 
future. But, I repeat, ~ther. fac~ors requmng. careful management in the near future remain, 
a~d. for that r~as~n I heheve It wtll be a long time before we approach anything like the sim
phctty of functionmg of!he gold.standard of the pre-w~r period. Too much must not be expected 
from t~«: g<?ld standard m a period marked by very wtde departures, actual or prospective, from 
an eqmhbrmm of payments between the nations. 

I now turn to another aspect of the gold standard problem, that which has to do with secular 
price trends. I accept the view that it is highly probable that the supply of gold currently 
produced from the mines will not be adequate under existing methods of monetary use to support 
a sull!cient amount of credi~ to maintain !h~ prese~t level of prices throughout the world. The 
q_uestion therefore presents Itself whether It Is posstble under the gold standard to meet a situa
tion of declining production in gold without a serious decline in prices over a somewhat indefinite 
period of, let us say, from fifteen to thirty years. It may be noted first that some changes have 
occurred in the mechanical relationship between gold and the volume of the circulating medium. 
It happens that in some directions recent changes economise the use of gold and in other direc
tions changes have apparently the opposite effect. The net result, therefore, seems rather 
indeterminate. A very great economy has been secured through the practical elimination 
throughout the world of gold coin as currency, and there will probably be no reversion to this 
quite needless use of gold unless there should be a very large increase in the output of gold from 
the mines threatening undesirable upward movements of prices. On the other hand, there is 
now a more general establishment of definite legal reserve ratios. In this country, we have for 
generations had reserve ratios and, by the establishment of the Federal Reserve System and 
subsequent changes in the Reserve Act, the gold legally required as a basis for a given volume 
of credit has been materially reduced. In the case of many other countries, however, which 
did not have any gold reserve requirements in the pre-war period, these requirements have been 
established as, for example, in the case of France where a 35 per cent gold reserve has been set 
up against both the notes and deposit liability of the Bank of France. 

The establishment of legal ratios has an effect that is not fully measured by the ratios them
selves, since they inevitably lead the banks of issue to desire to acquire more than the legal 
minimum. Working on the basis of 35 per cent legal requirement, a bank of issue naturally 
will desire to have 40 to 50 per cent in gold in order to take care of increasing credit demands as 
well as to meet contingencies. This universalisation of gold reserve ratios appears to me to be 
the most serious obstacle in the way of meeting a situation that will arise in the event ot declining 
gold production. Wh~t is needed to J_IJ.eet th.at sit~ati?n is an .a~titude of mind on. t~«: part of 
the public, together wtth legal authority, whiCh will gtve elasticity to or re~ove ng1d1ty from 
the relationship between gold stocks on the one hand and the supply of credit and currency on 
the other. It cannot be too strongly emphasised that there ~s no p~rticular ratio between g?ld 
on the one hand and credit and currency on the other that 1s reqmred to support and to g1ve 
strength to the credit structure. Attention has ~ee~ called t<?, some alarm ex{>ressed at, the 
declining ratio between gold and total bank depostts m the Umted Stat~, a r!'t10. that has de
clined in recent years from 7 or 8 per cent to between 5 and 6 per cent. Thts d«:Clme 1s a matter of 
absolutely no renl consequence. What is important in the case of our banks IS the character and 
nature of the other 95 per cent of assets backing the deposits. Whether, out of the 100 per cent 
of assets, 7 per cent is gold and 93 per cent other ~sse.ts, or 95 pe~ cen~ ?ther asset~ and only 
5 per cent gold, is a mutter that has .no practical stg~tfican~e. \\hat IS Important m the c!"se 
of gold is that there should ~e a sullic!ent. amou~t nva1lable.m each country to meet any reqm.re
ments for use that may concetvnbly artse m pnrttcular req~nrements of g~ld for export. Loo~ed 
at from this point of view, the amount of gold that the dtfferent co~ntnes need great!~ var1es, 
but the amount does not depend upon the mngnitude o~ the ~utstandm~ volume of c~edtt. ~he 
United States of America, for example, needs comparatively little gold, oecause from 1ts creditor 
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position it ..-ould be able to eheck a gold outflow by very moderate advances in rates which 
Would be follow~ by the usual repereu~ion upon security movements and trade. On the .ot~er 
hand, a rountry like Bruil needs a relatively large gold reserve or gold exchange because 1t IS a 
rountry whil'h is mainly agt;icultural. Its exports are largely m~de up o~ coffee, a product 
subject to ronsiderable variation from year to year on account of d1fferences m the crop and the 
rourse of pric.-es. Moreover, the rountry .is heavilY. a debt;or country. ~herefore, no possible 
inerease in disrotmt rates and other lendmg rates m Brazil could be rehed upon to clieck an 
outflow of gold due either to withdrawals of foreign capital or to a shrinka!le in the value of 
e.~ But the amount of gold that might be re<Juired ('8)UlOt be directly related to the volume 
of l'ft'dit and current'Y that might be outstanding m the country. 

In the e'rellt of a shrinkage of gold production and clear evidence of a deficiency of the 
supplv owing to inadequate reserves under existing legal requirements, the appropriate remedy 
would be a '"ery gradual reduction in the reserves of the central banks of issue throughout the , 
world. This reduction, to be effective, should be lintited to the banks .of issue and not extended 
to any reserve balances ~uired of other banks. A reduction in the reserve required of the 
member banks in the United States of America, for example, would not accomplish the desired 
l'l'Sult. because it is certain that the members banks would immediately utilise to the full any 
reduction without any reference whatever to the cOurse of prices.. But a gradual decline in 
the reserve ratio of the Federal Reserve Banks from the present level of 70 per cent to, let-us 
say, 20 per cent would be quite within the limits of safety if it were made gradually, and with 
a new to the prevention of credit contraction or such a limitation on the normal increase in the 
supply of credit as would force a downward movement of prices over the years. We need not 
be slaves to the supply of gold, and the reason is the very simple one that the character and 
strength of the credit and currency of a country is in no fundamental way determined, much 
less measured, by the amount of gold which is held. 
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I. INTRODt:CTION. 

1 .. The fundamental principle of the gold standard is that gold is adopted as the general and 
exdus1ve standard of value. In all cases where a value or a price has to be fixed this is done 
by expressing such value or price in a certain number of units containing or representina a 
fixed quantity of gold. · " 

2. From this it is apparent that the system of the gold standard does not essentially imply 
that the units-the dollar, the pound sterling, the florin, etc.-should consist of gold, but it does 
require that their value, their purchasing power, should be equivalent to the value, the purchas
ing power, of a certain quantity of gold. Under the system of the gold standard, therefore, 
money, of whatever material it may consist or by whom it may be issued, must be kept, as regards 
its value, in a fixed ratio to gold. A price of £1,000 means that the price amounts to 7.322 kg. 
of gold. 

8. It is the task of Governments and banks of issue to secure the maintenance of this fixed 
ratio. As to Governments, their task consists in abstaining from decrees or measures which 
render the proper working of the bank of issue impossible, or impede it in a serious degree .. This 
needs no further comment. The indispensable condition for maintaining the gold standard is 
a sound policy in ret;:ard to the monetary svstem and the budget. It must therefore be assumed 
at the outset that th1s condition ha.~ been fulfilled, so that the following paragraphs will be confined 
to a consideration of the task of the banks of issue. 

4. Under the existing rt>gulations, these banks have no other duty than to keep the val~e 
of the national monetary unit at par with the -.alue of the quantity of gold the monetary umt 
reprt>sents. This means that, in every country with the gold standard, the purcha.sing power 
of the national monetary unit must remain equal to the purchasing power in that same country 
of the quantity of gold represented by that monetary unit. 

-• Formerly Governor of the Java Dank and Treasurer-General of the Netherlands; 
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5. ThE> rates of E>xdum~ on othE>r gold standard rountrif'S indieate wh~ther and to wl.mt 
f'Xtf'nt thott J.l8rity ohtotins. It is left .to the pn1denee of the ~~~~·k of ~ss~1e to d':te~mme 
..,-hf'thf'r it ..,-l:'ht'S forthwith to t>tke aehon, as soon as small de\'tahons Wltlun the hm1ts of 
thf' ,..0 Jd points motke tht•msch·f'S manifest. IloweYer, as soon as these limits are passed, 
and it is tht"n-fore ath-antagrous. to import or to ex~rt gold, this ought to be possible indcpcn· 
dentlv of the will of the bank of 1ssue. The bank \nil then haYe to sell gold for export or to buy 
intp.>rtt"d g._>ld at fixro prit-es expressro in the national monetary unit. Sho!•ld these ~a.les or 
purdtotses nm to importotnt figures, the change ronscqu~ntly brougl~t about m t~e .P.o~1t10n ?f 
the bank of issue--t1tat is to say, as re!!firds the metalhc coYer of 1ts demand habilihes-w1ll 
f<>rt-e the botnk, or induce it, to reckon with this change in determining its policy. 

6. The ..old mo\'ements, as well as the measures which the bank of issue may take, must 
aim at the ~torntion of the disturbt"d parity of the purchasing power of the national monetary 
unit with that of gold. This parity may be disturbt"d in two directions .. The purchasi1.'g 
power of the national mroium o~ exchange: ma~· be less than. that of gold, or 1t may excee~ 1t. 
In the first ease. the total quanht\' of nat10nal monetary umts must be rontracted-that IS to 
say, money must be made scarcer; 'the serond case may give rise to measures being taken in the 
opposite direction. 

;. Scarcity of money is brought about by the export of .gold. The gold .to be exported 
must be boucoht from the bank of issue. Concurrently herew1th, the bank of 1ssue may take 
further meas~ to m>tke money scarcer, either prior to the export of gold or when this export 
is in progress. The more will it be forced to do so as the export of gold will cause the percentage 
of its eold roYer to diminish. If a bank with demand liabilities to the extent of 100 million 
florins-and a gold em·er of 50 million florins-i.e., of 50 per cent-has to part with 10 million 
florins of gold, the percentage of the {'0\'er, after this de)i\'ery, will ha\'e been rNUCed to U,U per 
cent (90 million florins of demand liabilities _and 40 million florins of gold). 

Before the war, the measures referrt"d to above were almost exclusively confined to an 
increase in the disrount rates-i.e., to rendering the erroit faeilitif'S of the bank of issue more 
expensi•·e. This entails a rontraction of the outstanding crroits. The repayment of the credits 
s the cause of money becoming scarcer. As a result of this repayment, the percentage of the 

gold roYer of the bank of issue will rise. After the war, in addition to this, banks of issue also 
had recourse to a substantial degree to the selling of their holdings of foreign exchange, treasury 
bills and other home inYestments. This also brings about an improvement of the P.ercentage 
of the gold co\·er. The export of gold and the measures of the bank of issue described above 
must continue until the necessary equilibrium has been restorro-i.e., the purchasing power 
of the national monetary unit has been brought again into conformity with that of gold. 

_ 8. In the; re•·erse case, the gold will flow to the country where the purchasing power of the 
national med1um of exchange exceeds that of gold. The purchase price which the bank of issue 
pays for the ~coming go!d will cause the total quantity of money to increase. l\lorcover, as a 
res~t of_ th~ m~ of 1ts ~k o~ gold, the pe~entage of t~e ban~ of i~s.u~'s cover will rise, 
which will mduce 1t to lo~er 1ts d~unt rate--i.e. to make •!-S crro1t fac•ht1es cheaper. The 
purchases by the bank of ISSUe of foreJgD exchange, treasury bills and other home investments 
a practice which has come more in vogue since the war, have the same effect. ' 

9. The disparity between the purchasing power of the national medium of exchange and 
that of gold may be brought about by various circumstances. It may be caused : 

(a} By a wrong policy with regard to the creation of fiduciary money and the 
granting of credit facili~ies in the given ~ountry; or 

(b) -~y a chang~ m t~e purchasmg power of gold-that is, in the amount of 
c-ommod1hes and services whJCh can be ohtained in exchange for a fixed quantity of gold. 

10 •. t:'nd<:r the existing syste~ the banks of issue have nothing to do with changes in the 
purr:ha~mg power of gold as mentioned under (b). This purchasing power mav only indirectly 
Le arr..,.-,-tro lJy. the !l'old movements and the measures taken by the banks of [,sue in order to 
neutralLo;e a dL,panty between the purchasing power of the national medium of exchange 
and that of gold. 
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'111l.bCthangestJh·n the purc~a~ing power of gold may be the result of numerous causes differing 
WI< e y e ween emsefves m Importance as well as in principle. ' 

. /a) These causes may be found in gold itself in the sense that its production
t.e.! Its supply-cha~ges substantially. If such a change is a decrease, the quantity of gold 
wluch ye~rly flows mto the world's gold reservoir will recede. If it is an increase the 
re~erse Will. take pl~ce. These ch.anges will, as. a matter of course, affect the ge~eral 
pr1ce level m the dJ((erent countne~, although ·~ s~10uld be emphasised at the outset 
that the flow of .gold to t~e reservmr and the d1stnbution of the gold in the reservoir 
are two wholly d1ITerent thmgs . 

.fb) In t.he second place, the total demand for gold may change while its pro
ductiOn .remams at the s~~e level. Deman~ may be enhanced by an increase of the world's 

, productiOn o~ commodities, by an exte~s10n of the number of countries with the gold 
standard, by mcreased wants of the gold mdustry or of the East for other than monetary 
Pl_lrposes, .etc. It m~y ~e weak~ned ~y a simplificat!on in the settling of payments, 
~1th .ensumg econom1es m the cJrc.u~atJon o~ the med1a of exchange, by a general fall 
Ill prices as the result of a world crisis, and Similar causes. 

. The cause;; mentioned u!lder (a) bring a!>out a change in the quantity of gold flowing yearly 
mto tht; worlds .gold rcservmr. Those ment10ned under (b) modify the reservoir itself, that is 
to say, 1ts capac1ty. 

. . ~n addition, th.ere are the ch~nges in the purchasing power of gold in the different countries 
md1v1dually-that IS to say, the Circumstances that influence and govern the distribution among 
the different countries of the quantity of gold contained in the reservoir. 

12. The distribution of gold is subject to the same economic laws that govern the distri
bution of other commodities. The principal laws may be summarised as follows : 

(a) Gold will tend to flow to the place where it can command the highest price; 
where, therefore, in comparison with other places, the largest amount of commodities 
and services can be obtained in exchBllge for it. · 

(b) A country will only use gold in settlement of its international obligations 
when and in so far as no other commodities (including stocks, bonds and other assets) 
can be sent or services can be rendered capable of settling these obligations in a more 
economical manner. 

13. Numerous circumstances may cause a country's position to become such as to render 
gold the cheallest means of settling its international indebtedness. In the foregoing, the even
tuality of a d1sparity between the purchasing power of the national currency and that of gold 
has already been referred to. In accordance w1th the legal provisions, gold will then be obtain
able from the bank of issue at the fixed price expressed in such currency without a premium, 
whereas the price of all other commodities will have risen. Generally speaking, all circumstan~es 
causing a substantial unfavourable turn in a country's standard of exchange with other countries 
lead to the result just mentioned-i.e., to the export of gold. This is not the proper plat;e to 
enumerate these circumstances. In mv note dealing with "International Price Level Adjust
ments", I will revert to this subject. As instances, however, may be mentioned: a bad harvest 
of staple products, the insufficient formation of capital, modifications in the distribution of 
income between the di((crent classes of the population, alterations in domestic or ~oreign fiscal 
and socinl legislation, protectionist mensures abroad. Innumerable factors and circumstances 
may adversely influence the economic and financial position of a country. Importunt. in~uences, 
such as those just referred to, 'Yillalways force it to pass through a process of ndaptatu~n m .order 
to enable it to fullil its international obligations. In the course of such process, .1t w~ll. be 
supported by its stock of gold, which may be applied partly to supplement the msuffie1cnt 
export of other commodities. . 

U. Thi~ support is, perhaps, the most important function of gold. The stock of oo~d forms 
the reserve for smoothing the unavoidnble processes every country hns to pass .throug~I ~n order 
to adnpt itself to the modifi<•ations of its financial and economic position occns1oned by mternal 
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or e11:temal causes. This function is the more important as t~e mow;ment of gold i~. hi~hly 
instrumental in carrying these processes to a succesful end. and m restormg th~ lost equt~tbrmm. 
This result will have been attained as soon as the pu~hasmg ~wer of ~ld-t.e., t~e pnce level 
-in tbe country e.'\":porting gold and that of the ~oretgn countries ~etvmg gol_d w_tll have !>een 
made to correspond so as to enable the first-mentioned country agam .to meet 1ts ~ntemabonal 
obli,.oations in services and commodities other than gold. The least diSturbance will be caused 
in attaining such redress, and, consequently, the economic interests of the world will best be served 
if both price Ienis are modified-that.is. to say, moved downward in the country .exp?rtin~r gol~ 
and mm·ed upward in the country recetvmg gold. In the absence of such process, tt wdl. be mevt
table tbat tbe fall of prices in the country exporting gold will be greater than «?therwtse would 
have sufficed to restore the equilibrium. The result referred to above~ best se~mg t~e. interests 
of the world will be attained. w~en gold movements a~ not prevented from makmg the~ mfluence 
felt. This will be the case if, m the country exportmg gold, the amount of the fiductary money 
in circulation be contmcted to such an extent as is necessary to restore the ratio of the metallic 
ro\·er to the mininmm which the Centml Bank deems necessary and, in the country receiving 
gold, the circulation be expanded not only by the amount of the gold received, but-when no 
particular rircum..-.tances interfere-by such an amount as will reduce the increased percentage 
of the reserre to its old level. If, in the last-mentioned country, the influence of tlie increase 
of the stock of gold is countemcted by keeping the percentage of the reserve at a higher level or, 
what is still more serious, if the influence just referred to is neutralised by so-called open
market opemtions of the bank of issue, a mowment of gold will exercise its influence only in the 
country exporting it. Such country will then have to export a larger quantity of gold, and priC'es 
will be cansed to fall to a lower level than would have been necessary if the gold movement could 
have exercised its influences unhampered in both countries. 

15. It cannot be denied that a country experiencing a substantial adverse change in its 
standard of exchange with foreign countries has to pass through a process of adaptation, necea
salily consisting in a lowering of its price level. From this it follows immediately that it would 
not only be cpntmry to economic laws, but also impossible, to maintain the price level prevail
ing in tbat country at a constant height. 

16. From the foregoing general exposition of the working of the gold standard, different 
conchiSions may be dmwn, which are set forth below : . 

. (a} The task ofthe banks_ofissue is confined to maintaining and restoring the fixed 
mho of valu_e betwee~ the natl?nal ~one~ry. unit and gold, as laid down in the mone
~ regulations. This task differs m prmctple from that which some people would 
like to see allotted to banks of issue, which consists in the maintenance of a stable 
level of prices wi~h the ~~:id of the index numbers of wholesale prices. Having performed 
the. first task satiSfactorily-apart from wholly abnormal circumstances-it should not 
be infe~ that the banks of.tssue could fulfil the other task likewise. They keep the 
purchasmg power of the medtum of exchange at par with that of gold but they do not 
control the purchasing power of gold. · ' 

(b) The banks of issue cannot perform the second of these tasks. 

As tc;> cyclical price fluctuations, it would have to be made a condition that the 
ba~ of ~s!le should h~ve co_mplete con_trol from the beginning of the whole credit 
busmess m 1ts country, mcludmg all credtt ~anted by private banks. It will need no 
commen_t t~at the f~Ifilment of this condit10n cannot be thought of and that at all 
events 1t . hes outstde the sphere of practical politics. From this it follows that the :anks of J?SUe can~ prevent theae fluctuat~ and can intervene only when the rising 

ovement u afready tn progreaa. The begmnmg of such a movement will by no means 
!'!whys be. evtdent from a change in ~he price level. The problem of busmess cycles 
18hat e SUbJ~·matt«;r of many and Widely varying opinions, which is sufficient proof 
t t prescn~mg .a !me o~ con~uct ~ the bankS of issue in this res ect is out of the 
q=~bt, Notw~thstandmg this van~y of opinions, however, it is qufte generally recog
n ~ot o :!; on ac~unt of the mdependent credit business of the private banks, 
bet a~ owmg to Jnsuffi_ctent knowl~ge of and experience with regard to the problem 
0 usmess cycles, the bme for making defini_te recommendations has not yet arrived. 
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A~ to the long-pe~od p~~e trends, th';Se !fl!!Y be the outcome of changes in the 
financ1al and economic positions of the md1v1dual countries. It is evident that 
banks 9f issue ~ill.never have the powe~ to ~ontrol or prevent such changes. These 
changt;s must mev1ta~ly l~ad. to a modification of the price level in the respective 
countries. Such modification IS necessary and beneficial and can in no wav be avoided. 
For this rea~on, it w.ould not only b~ impossible, b~t also detrimental and contrary to · 
~he general mterest if the banks. of ISSue were reqmred to protect the stability of the 
mdex num~rs of wholesale pr1ces calculated for their respective countries. As long 
as trade ex1sts and as long as all the factors which determine the financial and economic 
position of the different countries cannot be controlled, these index numbers can never 
be kept at the same level. If the position of a country is influenced adversely to a 
considerable extent, this will inevitably be evidenced by a decline in the index number 
prevailing in that country. 

If requirements of the na lure just referred to were to be enforced, the effect of 
gold movements would be paralysed and the necessary process of adaptation would be 
counteracted. If country A be obliged to export a considerable quantity of gold to 
country B, and the banks of issue in both countries are required to protect the stability 
of the index numbers prevailing in their respective countries, the beneficial and needful 
effect of the gold movements-assuming for a while that the banks would be successful 
in fulfilling such duty-would be neutralised. Country A would not be m a position 
to meet its international obligations by sending commodities other than gold or by 
rendering services, whereas country B would oppose the import of these commodities 
or services. From an economic point of view, the latter would have the same effect 
on the world's traffic as the raising of import duties. It is astonishing that free 
traders, who rightly consider. the maintenance of high tariff walls as prejudicial and 
contrary to the world's interest, by pleading for stable index numbers, favour a policy 
that in substance would have the same tendency. 

(c) To strive at stabilisation of the index numbers which are at present being 
compiled for wholesale prices in the different countries is therefore prejudicial and 
doomed to failure. It would be salutary and feasible, on the other hand, to aim at 
a restriction of general influences taking effect all over the world, which-apart from 
the mutual relation and the trend of the individual index numbers-cause long-period 
price fluctuations. 

(d) For the time being, only one of the influences just referred to can be singled 
out for restriction-namely, -that originating from considerable changes in the produc
tion of gold. 

(e) It is imperative and an ~xigency.of practic~l policy to pursue ex~lusivel~ the 
object described under (d). ~hiS end will be attamable only. through mtematlonal 
co-operation of the bankS of 1ssue afte~ the nec~ary alterations haye bee~ made 
in the various bank acts. When th1s co-op«;raho~ has been a~h1eved, 1t. ~ay 
perhaps lead to further action in the future w1th a v1e~ to preventm~ or restr1ct~ng 
unnecessary price fluctuations as far as possible;. I w1ll revert to th1s co-operatiOn 
later on. · 

(f) If the world's interests are to be promoted in the right manner and artificial 
impedrments to trade are to be obviated as much as possible, it is imperative to further 
the free movement of gold and not to restrict the influence of gold consignments, either 
in the exporting or in the importing country. -

. -• 
II. INTERNATIONAL DISTRIBUTION OF GoLD AND FREE GoLD 1\IARKETS. 

17'. In the foregoing, some remarks have been made already regarding international distri-
bution of gold and free gold markets. · 

It has been shown that the international distribution of gold should be ~istinguished on 
principle from the production of gold. The distribution depends-and necessarily must depend 
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~n the relation of the purchasing power of the monetary units in the various countries which 
ha1.-e adopted the gold standard. This purchasing power is expressed in the home price level 
and in the foreign exchan~re position. The gold produced will flow in preference to that country 
where it can be sold at th~ most favourable terms. This will be the case in the country securing 
the highest proceeds to the producer of the gold, charges for transport and similar expenses 
taken into account. 

If the gold brought t? the market in Lo~don will fetch a larger a~ount in pounds sterling 
bv forwardina it to Amenca and by exchangmg the dollars thus obtamed for pounds than by 
selling the gold to the Bank of England, the former method will be followed. This will occur 
when the e:'l:port gold point of the rate of exchange London-New York has been exceeded. 
Gold will then also be withdrawn from the Bank of England for export to America, it being 
e,;dent from the rate of exchange London-New York that to send gold is the cheapest way for 
England to settle its international obligations. This gold movement will continue until 
England has succeeded in diminishing its international indebtedness or in meeting its obligations 
in another manner. Should the consignments of gold have reached a considerable height, 
Enaland. in order to prevent further withdrawals of gold, will have to reduce its costs of 

. p~uction so as to bring about a lower price level, in so far as the price level in America, 
under the influence of the increase of the stock of gold, has not risen. -

18. As long as the gold standard is maintained-and the abandonment of that standard 
cannot be thought of-it is imperative to the world's interest, as enunciated above, not to 
hamper the free movement of gold, but to let consignments of gold exercise their influence to 
the full extent. It has repeatedly been argned in different quarters that it would be desirable 
for America to release its surplus stock of gold, but the attainment of this end is rendered 
difficult, if not impossible, when steps are being taken in America to eliminate the effect of 
tliat surplus of gold by stabilising the index number of wholesale prices. 

19. It is not necessary to the free movement of gold that free gold markets should be created 
in as great a number as possible in the sense that gold may be obtained from the bank of issue _ 
at all times independently of the foreign exchange position. For a correct and complete 
working of the gold standard, it will wholly suffice if gold be sold by the banks of issue at a fixed 
and unvarying price when the foreign exchange position give• rille thereto. This will be the case 
when the export gold-point has been exceeded, and it will consequently be more advantageous 
to settle payments abroad by sending gold than by means of bills of exchange or telegraphic 
transfers. Then only is the sending of gold justifiable from an economic point of view, but the 
certainty must exist at the same time that gold will be obtainable from the banks of issue. That 
u_nder the gold e~change standard, gold is deliv~red. only when the rates of exchange giv~ 
nse thereto certainly cannot be accepted as an obJection to that system and as evidence that 
countries working under it ~oard. their gold a!ld wit~J!told it from moving freely. This will be 
the case only when gold IS withheld fWtwdhstandmg the fact that sending gold would be 
the -;heapest mean~ of payment. The gold exchange standard fully meets the requirements 
provided the followmg rules are generally accepted, and, as far as necessary, applied gradually : 

ln.-The bank of issue must be under the obligation to sell gold at a fixed and 
unvarying price, as long_ as t~e rates of exch~nge exceed the export gold-lloint; if the 
rate does not exceed thts P.?mt, the bank will not be obliged to redeem Its notes or 
th~ obligation to redeem will be restricted to delivering legal tender other than ioid 
com. _ 

2nd.-~he b~nk of issue must be under the obligation to purchase gold at a fixed 
and unvarymg pnce. 

_ _3rd.-The minim~m cover of its demand liabilities must consist exclusively of 
precious metals, especmlly gold. 

- . 
The last-mentio~ed rule is not only b.ased o? ~he desirability that every gold-standard 

coun.try s~ould have Its own stock _of gold either Wtthm or outside its frontiers, but also on the 
constderattOn that to make holdmgs of forc;ign . exchange the; basis for issuin fiducia 
money ca!ln.ot ~ ~ecommended on ~ccount of Its diSturbing influence and inflationis~ tendenc~ 
As far ~ it ~ w1thm the ambt~ o~ thiS note, this point will be further dealt with · th f, 11 · y 
when diSCUSSmg the "economtes m the use of gold". m e 0 owmg, 
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20. In t~e fore,~oing, it has been pointed out that, under the gold standard, movements of 
gold have rauon d etre only when they are defendable from an economic point of view-i.e., 
when. the rates of. exchange have ~xceeded the gold points. It also has been shown that the 
certamty mu.st ex1st at the same bme that the delivery of gold can then be relied upon. It is . 
one of the d1sadvantag~s attendant o~ post-war developments in finance that in various cases 
gold. has been moved w1thout the fore1gn exchange pos1tion giving rise thereto. It must be 
adm1tte~, though, that these abnorm'!'l.gold movements can be explained as connected with the 
restorat!on .of ~rdered monetary cond1~10ns after t~e dislocation caused by the war. Now that 
the re-d1str1bubon of gol~ may be cons1dered as havmg been well-nigh accomplished, the principle 
oug~t to be adhered .t? m futu~e .that gold movements can only find their justification in the 
fore1gn exchange P.os1bon. It IS Important to stress this principle in particular for the reason 
that .the banks of. ~ssue,. as an outcome of the manner in which central banking has developed 
and m all probab1hty will develop further, take the gold movements more and more into their 
own hands. 1\luch IS to be said m favour of this, but the certainty should exist that no 
important demands for gold will be made by the banks of issue on each other if the relation of 
the ec~mom.ic position of t~e .respectiv:e countr!es-i.e., t~e foreign exchange position-does 
not give rise thereto. This IS an obJect particularly suited for co-operation between the 
banks of issue, to which I will revert later. 

21. The remarks already made with regard to the foreign exchange position lead me to deal 
with the problem of the gold points. Since the war changes have been occasioned in this respect 
also, and they are perhaps to be expected in a still larger degree. The development of aviation 
and the reductions in their tariffs allowed by various steamship companies in particular circum-

~ stances have been the cause of much uncertainty in this matter. I know of cases in which gold 
shipments, according to the data in possession of the bank of issue, could not yield a profit, and 
yet gold was demanded by private banks because they had obtained a special tariff for the trans
port of gold from a particular steamship company, which enabled them to draw a small profit 
from the transaction. In the event that an international gold-clearing system, not merely 
confined to transactions between central banks, be established, then the gold points would 
in practice be samethe as the mint par. In this case it would, in my opinion, become necessary 
to fix the gold points by general agreement between the gold-using countries, so that the banks 
of issue, which have to deliver gold only when the foreign exchange position gives rise thereto, 
will know where they stand,. and will not be exposed to sudden and considerable demands 
for gold. I will also revert to this point when dealing with international co-operation. 

\ 

III. EcoNOMIES IN THE UsE OF GoLD. 

22. The fact that this point has been placed on the agenda of the Gold Delegation is an 
indication that a scarcitl of gold is being feared. The extent to which it ;will present itself, as 
well as the time that wil have to elapse before it will make itself felt, are uncertain. The inves· 
tigations undertaken by the First Sub-Committee of the De~egation are intended to. throw ~ore 
light on this question, but, even after the most exhaustive . general and exp.ert mformabon, 
uncertainty will not cease.to exist in several respects .. Who w1ll be able to decide '!hether and 
at what time China will adopt the gold standard; who will be able to a~swer the ques~I~n whether 
new and rich gold-mines will. not be discovere~ and whether the tec~mque of gold-mmmg cannot 
be further improved • who will be able to predict how the wants of mdustry and the demands of 
Eastern peoples for purposes of hoarding will develf!p? It is well-nig~ certain, therefore, that 
the Committee's conclusion will be confined to statmg that, as far as Judgment can be formed 
on the subject at this time, thelrobability _must. be reckon~ with th~~;t some y~ars henc~ a 
scarcity of gold will be experience , so that It IS desirable to devise means m connectmn h~rewith 
in advance' It will be necessary at the same time to endow the system to be ad~pted m that 
event with a great deal of suppleness and elasticity, for the .reason that unf?reseen Circumst;ances 
may lead in time to just the contrary of pr.esent exp.ectab?ns, an~ that m fact n? scarcity of 
gold, but a plethora, will be witnessed: T~IS concl~Ion w1ll als~ rmply t~e necess1ty to create 
an organism for promoting the required mternatmnal adaptation to circumstances as they 
develop in the course of the execution of the scheme. 
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28. In the first place, the possibilities of economising. the world's use of gold for monet~~:ry 
purposes will ha,·e to be investigated. It must ~e emphasised at the ~>ntset tha~ such economies 
neYer can lead to the severing of the purchasmg power of .the national m':dmm of ~xchange 

· in a gh·en country from that of gold, or to the prevent~ng of ch!lnges m the priCe lev~l 
which are necessary to adapt the pu~hasing powe~ of the natm~al medmm of exchange to modi
fications which mav have occurred m the economic and financ1al structure of the countrr. As 
enunciated above, these processes of adaptation are inevitable and have no. connection w1th the 
gold standard nor with the quantity of gold produced. They are only ha~le to be clogged 
and retarded when individual countries strive to maintain a stable level of priCes. 

24. A verv material economv in the use of gold for monetary purposes has already 
bet>n obtained "by withdrawing gold coin from circula!ion. It is estima~ed that, ~s a result 
of this, $2,300,000,000 in gold has gone from the pubhc to the banks of 1ssue •. Th1s. gold ~as 
had to serve as a basis for the substantial expansion of credit and of the fiduc1ary Circulation 
with the resultant rise of J.>rices which set in during and after the war. The withdrawal of 
gold coins from circulation IS to be applauded without reserve. . · 

No value is to be attached to the view that the coins in circulation formed a valuable 
dormant reserve which could be drawn upon in the first place before gold was withdrawn from 
the banks of issue. Practice has shown that, generally speaking, gold, when required for export, 
was not drawn in the first place from this so-called gold reserve, but was withdrawn at once 
from the gold stocks of the banks of issue. This is self-evident, as it must be simpler and cheaper 
to obtain the gold in one lot from the bank of issue <than to collect it from circulation. · 

25. The abandonment of the expensive and wholly superfluous method of tying up a 
very important amount of gol~ in circulation has led to : 

(a) The system of the gold bullion standard; 

(b) A considerable extension of the gold exchange standard in this sense, that in 
many instances foreign exchange is allowed to be included wholly or in part in the 
minimum reserves of the banks of issue. 

26. As far as is known, the system mentioned under (a) has met no criticism. It may be 
called the appropriate system for those countries whose position and interest make it desir
able for them to serve as free gold markets in the sense that gold can be obtained in exchange · 
for fiduciary money from the banks of issue at all times, apart from the foreign exchange position. 
As s!&ted before, the system of free gold markets in the above sense is, strictly speaking, not 
required to ensure the correct working of the gold standard. Nevertheless, it is and it remains 
desirable that there be some countries where gold can be obtained independent of the foreign 
exchange position. As will appear from what follows, this may be instrumental in economising 
the ~e of gold for monetary purposes, whereas it is likewise in the interest of the countries 

· destmed to act as free gold markets that they maintain their position as international financial · 
centres in this respect also. 

~7. It ~ould be highly de;;irable and very helpful in coping with the expected scarcity of 
gold If Ame~ca a~ could decide to adopt the gold bullion standard,-coupled with a conversion 
of gold certificates mto. Federal Reserve n,otes. By this means, a very important amount of 
~ld wo~d become available for the worlds traffic. It would be no less desirable in that case 
If. Amenca would place the released gold, together with its other surplus stock of gold, at the 
disposal of the world through the natural avenues. · 

. 28. Apart from the small number of countries just alluded to, the interests of an econo
mical use of gold wo';'ld best be served by the general application of the system of the gold 
exchange stan'!ard, 'n I'UCh a way, however, that the three requiremenl8 111entioned above under 
19 would be •atufied. · 

. The th~ of ~hese requirements-namely, that the minimum cover of the banks of issue 
m the countn~ Wit!t th~ gold excha~ge standard must consist exclusively of precious metal
may at first s1ght giVe nse to the objection that the fulfilment of .this proviso will increase the 
total demand for gold for ~onetary purposes. In fact, this objection does not carry much 
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weight; for it is evident that it has been borne out by practice that the central banks in the 
countries whose currency is being held by. foreign countries working under the gold exchange 
standard in regulating their stock of gold reckon with the fact that such balances are apt to be 
withdrawn at all times, wholly or in part, in gold. They will keep their stock consequently at 
a higher level than otherwise would be required. It is of vital importance, therefore, to establish 
the practice-leaving room for agreements to the contrary-for banks of issue holding foreign 
gold exchange not to withdraw such balances in gold without previous arrangement, unless the 
foreign exchange position gives rise to gold movements. Apart from the case last mentioned, 
it is the selling by the central bank of its holdings of foreign exchange that ought to be applied 
in order to keep the rate of exchan~e below the export gold point. The sudden and large with
drawals of gold which cause uneasmess will no longer occur if the practice just referred to be 
adopted, the less so since the re-distribution of gold after the war has for the greater part been 
accomplished. If every bank of issue would hold its legal cover in precious metal, no conver
sions of foreign currency into gold, apart from the foreign exchange positjon, would have to be 
feared. Still less will there be cause for entertaining such fear if the desiderata which will be 
set forth below when dealing with co-operation between the banks of issue are complied with. 

It will need no comment that the replenishing of the gold reserves of the banks of issue 
which now have the right to include gold exchange in their minimum cover will have to proceed 
gradually and with due observance of the most important of the measures recommended below 
for attaining economy in the use of gold for monetary pu~oses. It will be desirable at the 
same time to unify as much as possible the numerous and h•ghly varied legal provisions which 
are now in force in the various countries having the gold exchange standard. 

29. If action be taken in the manner advocated, the result will be that a few countries, 
suited to act as free· gold markets, would apply the gold bullion standard, whereas the gold 
exchange standard would be in force in the remaining gold countries. The gold exchange stan
dard would then have to be framed in the respective countries in as uniform a system as 
feasible, with due observance of the requirements formulated above under 19 and the necessary 
transitory regulations for the purpose of gradually replacing the gold exchange in the minimum 
reserves by gold. . 

The gold bullion standard and the gold exchange standard will then differ only in this 
respect, that, under the first-mentioned system, the bank of .issue will have to deliver gold at 
first call and apart from the foreign exchange position, whereas under the second such delivery 
will have to be made only if the foreign exchange position justifies the export of gold. 

The banks of issue with the gold exchange standard will have to hold a more or less consi
derable amount of foreign gold exchange. This foreign exchange will form their first line of 
defence for keeping the rates of exchange below the export gold point. . 

Having this reserve at their disposal, it will be possible for them to keep their surplus metallic 
reserve-i.e., that part of the cover which they are holding above the legally prescribed minimum 
-at a low level, which will contribute to economising the use of gold for monetary purposes. 

I do not see any reason whatever why banks of issue as just referred to should be subjected 
to restrictions with regard to their holdings of foreign gold exchange, provided the requirements 
of the gold exchimge standard, as repeatedly stated in this paper, are being satisfied. The 
obligations to deliver gold as soon as the rates of exchange exceed the export gold point will be 
the only necessary and adequate corrective to an excessive extension of the holdings of foreign 
exchange. 

80. In the face of the existing !rospects as to the production of gold, the general applica
tion of the gold bullion and the go! exchange standard will not suffice. 1\Ieans will have to be 
devised, therefore,· possessed of the possibility of attaining a further restriction in the use of 
gold for monetary purposes. -

In this connectio~, I hold the view thai the development in the use of gold for industrial purposes 
as well as for hoarding in the Far East must not be interfered with by artificial means. The 
demand for both these purposes will be rey·orted upon by our First Sub-Committee, but it does 
not seem likely that tlie considerations o the report will cause the view just expressed to be 

$ 
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t'hangffi. It this assumption is true, it will have to be premised that only the ~ld ~maining 
after the demand for industrial wants and for the Far East has been satisfie~ lS available for 
monetary purposes. _ 

Sl. The gold reserves held by the banks of issue may be considered to consis_t of two comp~ 
nent parts. The first part comprises the quantity of gold which, under all circumstances, IS 

deemed net'eSSary to preserve the pu~lic's confidence _in the fid~ciary medium of exchange. The 
second part is fomted by the quantity of gold reqmred to satiSfy the de!llan~ for gold to meet 
international obligations, pending the time at which the p~s of adaptation will have progre~sed 
so far that these obligations can be fully met by commodities other than gold and by services. 

The first-mentioned quantity is called the minimum gold cover, th~ second the surplus 
J"l'Serve. The first usually is considerably larger than the second,. though It should not be lost 
sight of that, when and in proportion as gold is being withdraw!!, the quantitl of gold t'! be: ~~ld 
as mininmm cover is being contracted owing to the decrease m the total o demand babihties 
on the basis of which the minimum percentage is being calculated. 

In general, it may be stated that, if the mininmm percentage is fixed at 40 per cent, the 
banks of issue in normal times, that is when no withdrawals of gold take v.lace, hold 50 to 55 per 
eent, and shape their policy so as to restore the last-named percentage if the stock of gold has 
fallen below it. 

32. In the first place, the question may now be moved whether the present percentage of 
so to 40 per cent, which, according to the bank acts now generally in force, is deemed desirable 
to preserve the public's confidence in the fiduciary medium of exchange, ought to be maintained 
or whether it could be reduced. 

I am of opinion that the question can be answered in the latter sense. For it cannot be 
denied that, as long as the world is not disturbed by wars or other disastrous events of a universal 
nature, the cover of the bank-notes is a matter of very little concern to the public, whereas, in 
the event of such a disturbance, even a cover of 100 per cent would not be possessed of the power 
to preserve confidence, as in such abnormal circumstances the redemption of the bank-notes 
would undoubtedly be suspended in the general interest. It consequently follows that a reduc
tion of the minimum cover-i.e., the percentage that always must be kept in gold-to 20 per 
cent need not be seriously objected to. The details for calculating the exact quantity of gold 
which would become available to compensate a falling-off in production are not known to me 
at the moment, but I take it for granted, without such a calculation, that this measure would 
make it possible to await with confidence the further development of gold production and to 
avert for several decades the unfavourable consequences expected for the world from a shortage 
of gold. 

33. It woul~ n_ot be ~esirable to try to attain economy in the use of gold for monetary 
purposes by abobshmg, as IS advocated by some people, all gold cover for deposits. In substance, 
the balances on current account have the same character as bank-notes. Both categories are 
a~ all times inte~~angeable, so ~hat what are deposits to-da~ m!'y be bank-notes to-morrow and 
race ~sa. It IS mdeed the _pnvate banks, who are t~e :prmc1pal holders of deposits, that in 
practice demand the conversion of part of these deposits mto gold when the foreign exchange 
position gives rise to the export of gold. 

In conclusion, t~o points in this connection may be dealt with. 
~e. first touches the question of whether a measure simply to reduce the percentage of 

the_ mmrmum gold cover could be adopted bf all countries without exception. It might be 
ad,; anced that th~ free ~'!ld markets would reqmre a larger gold cover or that for debtor countries 
!he generally ~hng mmlf!IU!fi ~o":er would not S';Iffice. ~he above question must be answered 
m t_he affirmative:. A pnon, It IS . '":arc~ly possible to distinguish in this respect between the 
vanous ban~ ~f Issue, nor 1_1eed. a diSbn~IOn be made, as the percentages of the gold cover indi
cated are mmrma only which m pr'!'cbce may be exc~eded by the respective banks. But it 
a~rs to me, moreover, that there IS no need for keepmg larger stocks of gold in the countries 
a ve !Cferred to, whereas r~ther a general fo~ing-up of the percentages actually held is to be · 
feared _If the free gold count~es do not set the r1~ht example. This is one of the principal issues 
on which only the co-operatiOn of the banks of ISsue may lead to good results. 
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The second point bears on the question of whether the measures recommended would have 
to be laid down m the bank acts of the various countries at once and to their full extent or in 
parts and by degrees. There would be no serious objection to the latter method, as the scarcity 
of gold will make itself felt only gradually. Yet preference must be given to the adoption of 
the legal provisions to their full extent at once. The future development of central banking 
must include the vesting of banks of issue with greater power and responsibility and the crea
tion of a direct and continual contact between the governors of these banks. In order to further 
that contact, it is highly desirable to place the greater power and responsibility reserved for the 
banks of issue, on account of the expected scarcity of gold, on their shoulders straightaway. 
Since the modification and adjustment of the bank acts in a good. many countries, moreover, 
would require much time and work, it is of the greatest interest to restrict the number of these 
alterations to a minimum. 

84. It may be added that the furthering of the system of clearing and earmarking gold 
will lead to a saving of trouble, time and expense connected with the transport of gold, but 
that it will not result in an economy of the total quantity of gold required for monetary purposes. 
That quantity is determined by what is wanted by the banks of issue for the legally prescribed 
cover of their demand liabilities and for the amount which they deem desirable to hold in 
excess. Neither the one nor the other will be influenced by measures which will only result 
in facilitating the transfer of gold. 

IV. Co-oPERATION BETWEEN CENTRAL BANKs • 

. . 
85. Co-operation between Central Banks has already been repeatedly referred to. This 

subject appears to me to be of paramount importance.· It must be recognised that the realisation 
and satisfactory execution of the measures recommended entirely depend on the concurrence of 
ami the co-operation between the banks of issue working on the basis of the gold standard. To 
begin with, it seems very doubtful whether the desirable modifications in the various bank acts 
can be achieved if the banks of issue oppose them. But, even if these alterations be made, the 
new provisions will be reduced to a dead letter, or at least the purpose aimed at will not be 
attained, unless the banks of issue, in continuous touch with each other, co-operate and follow 
as much as possible a common line of conduct. What will be the use of the bank acts allowing 
a minimum gold cover of 20 per cent, if the banks actually hold a cover of 50 per cent or more? 
How will it ever be possible to arrive at an adequate distribution of gold as deemed desirable 
in the world's interest if one bank agrees to permit gold movements to exercise their influence 
unhampered, whereas another bank, by striving at a stabilisation of prices or for other reasons, 
neutralises such effect and practically withdraws part of the world's stock of gold from traffic? 

. Who shall determine whether a scarc1ty of gold has indeed set in, and who shall set the pace for 
compensating, within the limits of the bank acts, an actual scarcity of gold if this is not being 
done by mutual arrangement between the banks of issue? 

From all this it follows that, if any success is to be achieved at all, great prudence should 
be exercised in making proposals or recommendations. None can object to measures being 
taken in order to prevent the indisputably unfavourable consequences of a considerable scarcity 
of gold. By modifying the bank acts now in force, the war can be indicated e.nd the possibility 
opened of actually taking these measures. The practica preparation and execution of these 
measures ought to be entrusted, however, to the bodies best suited therefor-i.e., the banks of 
issue in the gold-standard countries. It will then be evident that it is indispensable to have an 
international organisation made up of these banks of issue, not to regulate or to take binding 
decisions, but to collect statistical and economic data, in order that the governors of the banks 
at their regular meetings at the seat of this organisation may be able to make useful arrange
ments and to arrive at the right kind of co-operation. 

86. Before the war, there was no co-operation and only very little contact between the 
governors of the banks of issue. This can be understood as few difficulties existed at the time, 
and the generally followed policy of passivity and of automatic reaction to external influences 
did not necessitate co-operation and contact. This has partially been altered through the mal"('h 



-68-

of e,·ents after the war. The return to the gold standard and the concurrent financial reconstruc
tion brought the banks of issue, which were in a position to lend .assistance in these. matters, 
nearer to ea<'h other. Furthermore, the practice adopted by var1ous banks of keepu~g large 
balances in the free gold markets led to arrangements between these banks and the1r SISter 
institutions in the free-gold rountries regarding the holding, the investme!lt and the l"epayme_nt 
of those balan<'CS. Finally, there are indications that a more general, pr1vate and con.fidcntu~l 
e....-:chan~ of views has been introduced between the governors of the larger bank_s, Without 1t 
ha,·ing become known, however,· how far this reaches or what degree of co-operation has been 
the result of it. . 

At all events it must be admitted that the development described above is still in its infancy, 
and that a mo~ regular systematic co-oper~tion, em bracing also the smaller coun.tries, will be 
required in order to se<>ure a smooth workmg of the gold standard as well as a timely survey 
and the nC<'CSSary adaptation of it to the further development of events. 

37. These ronsiderations lead to the unavoidable conclusion that a permanent institution is 
indispensable, comprising the b~nks of issue in all the gc;>ld countries! w~er': the gover:nors of 
those banks or their representatives can meet regularly-m short, an mstltutlon that will form 
a centre for discussions and mutual arrangements. It goes without saying that there can be 
no question in this respect of binding resolutions or of domination. It must remain the principal 
duty of each bank of issue to safeguard and to support the position of its national medium of 
exchange, but, whilst fully observing this national interest, there surely will be ample scope and 
occasion to further also the world's interest, which requires a smooth and gradual development 
of monetary relations. To attain this end, a far-seeing, well-balanced policy is necessary, based 
on true facts and data and inspired by a spirit of accommodation and understanding of the 
posit!on of the various countries. 

The relations between the different countries develop more and more in the direction of 
international co-operation, of adapting, as far as possible, the national interest to that of the 
world. It cannot be gainsaid that central banking has lagged behind thus far in this general 
movement. If our Committee, in view of the probability of a serious scarcity of gold, should 
succeed in bringing about an improvement in thi~ respect, its appointment would be justified 
by this result and its work amply rewarded. 

38. The Bank for International Settlements, now in the process of being founded, will offer 
the opportunity to form an international organisation for the banks of issue. In the provisional 
scheme of the Bank as outlined in the Young Plan, the position reserved for the governors of 
banks of issue points in the direction of such an organisation. It will be obvious though that 
to be in accord with the line of thought of this note, the Bank will have to be founded on ~ 
broade_r b~is, and that, ~.an in~ispensable con~itio_n, the b!'-nks of iss.ue in all g?ld~standard 
co~mtries will have to partiCipate m the new orgamsatlon. It IS not poss1ble yet to md~eate how 

· thiS could best be done. For the present, this is not of vital importance. It will suffice that 
the n~it~ of t~e fo~ation of a central orga~isation for purposes of supplying information 
and facilitatmg diSCUSSion for the central banks m all gold-standard countries be recognised as 
part of the task of the new Bank. 

39. In the first pla~e, this organis~tion would have to keep a comflete record of the figures 
of the ~ember b~nlfs of ISsue a.nd of the1r development. As a matter o course, it would have to 
entertam a continuous and direct contact with those banks. Besides it would have to collect 
figures and da~ relating to the g~ld position, the distributioh and the' world's demand for gold 
th~ wan~ of mdustry and ~oardmg_, as well ~ informat.ion regarding the development of th~ 
pnce le' els and the r:ate of mtere~t m the ':ano'!s countries. In short, it would have to act as 
the centre for co~lectmg, mars.halhng and digestmg all that is useful for judging the present or 
expected eronomic and finan~18l development of the various countries, in so far as these can be 
deemed to affect central bankmg. 

Th~ material, digested in concise form, with the necessary additional observations and 
annotations, would have to be sent regularly by the organisation to the member banks The 
governors ?f these b!ln~ or their repre.sentativ~ would have to meet periodically or as circum
stances m~ght reqUire m order to diScuss, With the aid of the above-mentioned material 
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and their own data, experiences and expectations, the interests entrusted to their care, the 
policy to be followed, the difficulties experienced and the steps to be taken to overcome 
these difficulties. 

· 40. Th«: «::x;istence of !'-n <;»rganisation such as described above. will on the one . hand open 
up the poss1b1hty ·~f CO';~Sldenng-as the necessary data. and experiences become available which 
are at present lackmg w1th regard to the problem of busmess cycles, as well as to other economic 
and financial problems which are of interest to the world at large-whether and to what extent 
concerted action or a common line of conduct"ofthe banks of issue would be capable of influenc· 
ing the course of events and of leading them in the right direction. 

On the other hand, it will enable the banks of issue to determine their attitude in common 
and to defend themselves in the event that external influences should endeavour to force them 
in a direction or burden them with duties which they deem incompatible with the right working 
of the gold standard or the scrupulous fulfilment of the task entrusted to them. 

41. After the above more general argumentation in favour of the badly wanted organisation 
·of international co-operation between central banks, some points will be indicated below, on 
which, following the line of thought of this note, discussion and co-operation between the banks 
of issue is deemed necessary. 

42. In the event that the possibility mentioned above in connection with the expected scar
city of gold should be realised-that is to say, the reduction of the percentage of the obligatory 
gold cover, coupled with the substitution of -a certain percentage of silver cover-the production 
of gold as it. actually develops and the demand for gold as ascertained by studying and comparing 
the data received by the mternational organisation will have to be traced accurately from 
year to year. The rate for reducing the actual gold cover will have to be set by mutual agreement 
and exclusively with a view to the world'a production and the world'a demand for gold. It 
is not the interests and wants of one particular country or of a few countries, but exclusively 
those of the world that ought to predominate. At the same time, the gradual elimination of 
gold exchange from the minimum cover of the demand liabilities could be considered. · 

43. It will further be of much interest to exchange views on the subject of the gold cover 
which is held in the various countries in excess ·.of the minimum percentage-i.e. as surplus 
reserve-and to determine as far as possible a general line of conduct in respect thereof. For 
it goes without saying that the reduction of the minimum cover, as laid down in the bank acts, 
would be rendered illusory if the individual banks tried to maintain the actual cover at the 
so much higher percentages of to-day. In this connection co-operation will also have to be 
employed in order that a gold importing country will not neutralise the influence of gold move
ments, sterilising the gold received and withholding considerable quantities of it indefinitely or 
at least for a length of time from international traffic, thereby defeating to a large extent the 
efforts of the gold exporting countries. · 

· 44. The practice followed by banks of issue in gold exchange countries of holding balances 
in the so-called free gold countries-a practice which has been gaining considerably in importance 
·and extent-will be continued. As stated before, this is, in my opinion, a salutary and desirable 
practice which should not be restricted or impeded, provided the policy be abandoned of allowing 
such balances to be included in the minimum cover against demand liabilities. But, on the 
other hand, it would appear to me very useful if by mutual agreement-and this is the third 
point-it could be arranged that the foreign balances of the banks of issue be centralised with 
the banks of issue in the countries where they are held. The latter banks would then know 
exactlr the extent of their contingent liabilities in this respect; they would be enabled to make 
provis10n as far as possible with regard to the quantities of gold which, irrespective of the foreign 
exchange position, are likely to be withdrawn, and they would be in a position to regulate the 
stocks of gold which they accordingly may deem advisable to hold. Furthermore, the adoption 
could be aimed at of the general rule advocated above under 28 that foreign ~old exchange will 
not be withdrawn in gold without previous arrangement by the banks of 1ssue holding such 
currency, unless the foreign exchange position gives rise to such gold movement. . · 

If centralisation is to be carried through, reasonable conditions will have to be offered on 
the other hand to the banks of issue holding foreign balances with re~ard to the allowance of 
interest and the taking-over of balances so as to secure their ready liqmdity. 
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4S The fourth point for discussion relates to the gold points. As appears from the fore
going, ~fforts would have to be made to arrive at a state of affairs in which a few large countries 
which deem it to be in keeping with th~ir intern_ational !?osition, form .free gold market~ !lnd 
thereby acrept the principle that they dehver gold Irrespectl_ve of the foreign exchange position, 
whereas the remaining countries would deliver gold only if the rate of exc~ange on another 
gold country gives rise thereto - a delivery which would then have to be obligatory, however, 
and would ha\·e to be made without restriction. With regard to the gold points, the present 
position is so ronfusing that it. woul~ b~ highly desirable if certainty could be ob~ained in 
this respecL This would be attamable if, m the bank acts of the gold exchange countries (as a 
matter of rourse this is neither possible nor necessary in respect of the free gold markets), 
percentages be introduced stating the deviations from mint par in either direction, exceeding 
which the banks of issue would be obliged to deliver or to buy gold at the prices fixed by law. 
These percenta!reS need not ronform exactly to the expenses connected with the transport of 
gold, but rould be averages, fixed on a different scale for the various groups of countries or 
parts of the world and which could be kept low in view of the elimination of coinage charges 
and the arrangements to be made for the earmarking and clearing of gold. 

Under such a system, the banks would know where they stood and, if desirous of keeping 
gold mO\·ements in their own hands, it would be possible for them to interfere before the limits 
fi.~ed by law had been reached, either by effecting consignments of gold themselves or by means 
of their holdings of foreign exchange, or in some ot~er way. 

Finally, the earmarking and clearing of gold are subjects to be discussed and dealt with 
especially in connection with the work reserved for the Bank for International Settlements • 

. It is evident that the earmarking and the clearing of gold, as well as the holding of balances by 
banks of issue with each other, will be much furthered if central banking policy should develop 
along the lines followed of late and as indicated above. In my opinion, it would have to be left 
to practice to determine whether and how far it will be necessary by means of international 
treaty to keep the gold and the international balances placed outside the power of the country 
owning them immune from the danger of seizure even in case of war. 

V. INTERNATIONAL CAPITAL 1\IoVEMENTS. 

46. L:ttle need be said, in conclusion, about international capital movements. For the 
working of the gold standard, this subject is of importance in so far as, on the one hand, these 
C&(!i~ m~vements may Ca~ movements of gold or, On the other hand, .may rrevent them. • 
ThiS IS eVIdent, as these capital movements form one of the factors creative o international 
obligations and which therefore may also serve to compensate, wholly or partly, similar engage
ments of another country. 

They will cause gold ·movements if a country invests important amounts abroad and if the 
cheape:;t means !lf re~tting t~e sums _lent to the foreign country consists in sending gold. 
Conditions prevailmg m the ~apital-lendmg countl"f ~ill then be such that it would be able only 
at the cost of a greater sacnfice to offer commodities other than gold or to render services in 
order to place the sums lent at the disposal of the borrowing country. 

They will _prevent or restrict gold move~ents if '!' country, for which gold is the cheapest 
means o! ~mittan~, borro~vs ~broad. and, with the aid of the proceeds of the loan, is enabled 
to m~ Its I!lternational obligations without exporting any gold or by exporting only a smaller 
quantity of It. 

All th~ is cle~r and proves the efficacy of c~pital movements for facilitating the processes 
of a~ptahon which. must_ _be passed through m consequence of important changes in the 
financial and eco!lomic position of a country or of a continent, and for spreading these processes 
over a longer penod. 

47. ~ey ca:nnot prevent these p~esses, however. For they exercise a temporary influence 
only and will ultimately aggravate the International engagements of the country which borrowed 
n:toney abroad, as a result of the obligation to provide for and to remit interest on and redemp-
tion of the amounts borrowed. In the long run thiS. will only be po 'bl b d' • ssi e y sen mg com-
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modities or by rendering services, so that the debtor country will have to work and produce that 
much more cheaply so as to secure for its articles for export and for its services a larger market 
abroad. 

This end will have to be aimed at and a country that would lose sight of it, continuing to 
take up foreign capital in order to meet its international obligations, would doubtless contract 
serious difficulties. . . 

48. The temporary nature of the aid rendered by capital movements will always and con
stantly have to be kept in view. This holds good, not only of monies to be repaid at first call 
or at short notice, but also of long-term loans which are to be redeemed only gradually. 

49. The organisation of central banks which I have advocated will also be able to exercise a 
beneficial influence on capital movements, furthering them on the one hand in connection with 
the execution of plans of re-organisation in countries that have come into difficulties, or the 
facilitating of the processes of adaptation as described above, and, on the other hand, moderating 
these movements, if a particular country, as a result of its continuous borrowing, should find 
itself in a critical debtor position. As a matter of course, such influence should not be exercised 

· openly, but should be brought to bear indirectly, by means of the position and the relations 
of the governors of the banks of issue. But this does not detract in the least from the great 
importance to be attached also in this respect to a close and continuous co-operation 
between the banks of issue. · 

VI. CoNCLUSIONS. 

The first and principal recommendation which, in my opinion, our Committee should insist 
on most emphatically aims at the creation, as a department of the Bank for International Settle
ments, of an international organisation of Central Banks. This organisation would have to 
comprise all countries whose currency. and banking are based on gold. Its task has been 
described at length in the foregoing pages. In the first place, this task would consist in pro
·posing to the Governments of the countries referred to a modification of their bank acts. This 
IS connected with the second recommendation which I believe desirable-i.e., the reduction of 
the gold cover. These modifications should aim at making the bank statutes of the different 
countries as uniform as possible, along the lines indicated in this note. The necessary transitory 
regulations would have to be added so that these steps might be taken gradually and without 
causing disturbances. • 

For the purpose of showing that the measure concerning the gold cover has its roots in the 
fear of a dimimshing production of gold and the unfavourable consequences to the world's 
interests which would result therefrom, this consideration would have to find expression in 
the preamble to the proposals for modifying the bank acts. Perhaps it would be possible 
to include in the modifications the provision that the banks of issue, in regulating their gold 
cover, in so far as this would be compatible with the task entrusted to their care, should 
reckon with the development of the production of gold in connection with the world's demand 
for that metal, so as to prevent as far as possible the unfavourable consequences which might 
result to the world from a comparative scarcity or a comparative abundance of gold. 

It appears to me that the proposals for modifying the bank acts could be placed before the 
different Governments by the banks of issue operatin~ in the 'respective countries, and the 
organisation referred to above could unofficially render Its assistance so as to ensure that the 
modifications of the acts are framed and dealt with as uniformly as possible. 

Finally, it is imJ;><>rtant to arrange matters so as to secure a simultaneous coming-into-effect 
of the modifications m the various countries. 

The Hague, November 1929. 
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THE REFORM OF THE GOLD EXCHANGE STANDARD 

By Dr. Feliks 1\ILv-iuRsKI.l 

I. 

The principles of the gold exchange standard which are applied by the majority of central 
banks are as follows : 

(a) Unlimited issue of notes for the purchase of foreign exchange; 
(b) Inclusion of foreign exchange in the fundamental and secondary reserves 

without any limitation; , . . . 
(c) The holding of deposits of purchased foreign exchange on rnterest-bearmg 

account with foreign central and private banks; . 
(d) The transferring, in case of need, of this kind of capital from one market 

to another; · 
(e) The tran~ferring of large su~s, not only in cas.e. of need, ~ut also fo~ the 

purpose of obtainrng larger profits owmg. to better conditions of arbitrage or higher 
mterest rates. 

In consequence of s~ch a system, a new form of liquid capital w~ bound ~o appear on ~he 
world market in proportions unknown before the war. The accumulation of thiS form of capital 
was bound to increase from year to year-first, because of economic progress, which by the 
increase of production and trade will every year produce new amounts of foreign exchange in 
international accounts, and, secondly, because of the interest derived eYery year from the accumu
lation of foreign exchange reserves. 

With a normal economic development, if we take the world economy as a whole, foreign 
exchange reserves will increase at a more rapid rate than gold reserves. 

Let us suppose, for instance, that the sum of reserves in gold and .foreign exchange of all 
central banks increases every year by about 8 per cent. Then, with the present total of foreign 
exchange reserves amounting to about 2 billion dollars, the nonnal increase of these reserves in 
the first year would amount to about 3 per cent of the above sum-i.e. to about 60 million 
dollars. That is not all, however, for at the same time another 60 millions must be added on 
account of interest due on these 2 billion dollars, even if we assume an interest rate of only 8 per 
cent on the average.. Together, the new ''rights to receive gold" will amount in the first year 
to 120 millions-i.e., to twice as much as would be the case of there were deposits of gold of 
2 billion dollars. 

As long as the above-mentioned principles of the gold exchange standard do not change, it 
may be antidpated that either the central banks will increase their gold purchases or their 
foreign. exchanges reserves will grow. The adherents of the gold standard are, howeve;, opposed 
to the mcrease of gold purchases. Consequently, they oug~t to reconcile themselves to the fact 

1 Professor or Banking at the Academy of Commerce in Warsaw, formerly Vice-Governor of the 
Bank or Poland. 
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that the amount of foreign exchange which is under the control of the central banks will increase 
at an accelerated rate--first, because of economic progress, which will create new quantities of 
foreign exchange, and, secondly, because of the accumulation of interest on the foreign exchange 
reserves possessed. 

This accumulation will proceed at the rate of compoond interest. By postponing the redemp
tion of foreign exchange in gold, we double the production of new right8 to gold. By reducing the 
demand for gold to-day, we contribute to the increase of this demand to-morrow. 

II. 

The popularity of the gold exchange standard is based on the assumption that foreign 
exchange as cover for the national currency is as good as gold; moreover, deposits of foreign 
exchange with foreign banks bear interest, which is an additional advantage for the countries 
which apply this system. But is foreign exchange really capable of replacing gold? 

If, for instance, a Belgian merchant has to pay for goods imported from Poland and for this 
purpose buys at the Bank of Belgium a dollar cheque on New York, the payment of the sum due 
JS effected even more smoothly than in the case of gold payments, for a corresponding amount 
of dollars is then transferred from the account of the Bank of Belgium in New York to the account 
of the Polish merchant, and no one is obliged to bear the costs of the transport of gold f om -
one country to another. Such is the situation from the point of view of the transaction concluded 
between the Polish and the Belgian merchants. 

The situation is, however, otherwise if the Polish merchant sells his amount of dollars held 
in New York to the Bank of Poland, which will pay him the sum due in its own notes issued for 
this purpose. Then the amount of dollars purchased which remain on account in New York 
will become part of the cover for the Polish note circulation. To deposit this amount of dollars, 
however, with one of the American banks means to grant credit to that bank. It is immaterial 
whether it is a time or a demand deposit. 

The situation then arises that a credit granted to an American bank is included in the reserve 
against the note circulation of the Bank of Poland. Can this credit be regarded as a reserve 
"as good as gold"? Can a million dollars held as a: deposit with a bank, particularly as time 
deposit, or a million dollars in bills of exchange with three months' maturity or bank acceptances 
be regarded as good as one million dollars of gold earmarked in New York or deposited in the 
vaults of the Bank of Poland in Warsaw? 

· This is not the case either from the economic or from the legal point of view. A million 
dollars of gold is a substance, whereas a million dollars held with a foreign bank is only a promise 
to receive a .tubstance. Therefore, from the point of view of the exchange of goods and services 
between two countries, the situation is different when payments are made in gold and when they 
are effected by means of foreign exchange. . 

In the first cas~. the differences in the balance of payments are settled in tangible value, 
for gold is a commodity like any other commodity. In the other case, the settling of the 
differences in the balance is not a real one, because the import of goods is replaced by the 
granting of credit to a foreil!n bank-i.e. the real settlement is postponed for a later period. 
One cannot then say that foreign exchange replaces gold. 

The assumption that foreign exchange is as good as gold, as a reserve against the issue of 
notes of the banks which apply the gold exchange standard, is both wrong and deceiving. It 
is the great mistake of post-war central banking, in which originate all the harmful results which 
are ril!htly stressed by those who criticise the present form of the gold exchange standard. For, 
by usmg the credit granted to foreign banks as cover for the issue of notes in our own country, 
we lead to a situation in which the amount of gold corresponding to foreign exchange deposits 
of the banks which apply the gold exchange standard .work.t Bimultaneously on two market8. 
This permits inflationary elements to creep into the international credit structure and thereby 
enables the steadily increasing accumulation of short-term capital created in an inflationary 
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manner and permits the central banks to transfer large amounts of such capital from one market 
to anotber for the purpose of o_btaining lai¥er profits owin_g to ~etter arbitrage cond~tions or 
higher interest rates. Finally, 1t renders difficult the cred1t pohcy of ce~tral banks m thos_e 
markets towards which sueh capital flows, because the private banks, makmg use of the cred1t 
whieh is abundantly granted to them by foreign central banks, are emancipating themselves from 
the control of their own central bank. 

A dassic example of such emancipation was noticed in 1928 on the American market. 
When in the first half of 1928, the outflow of gold from America assumed large dimensions, the 
Fede~ Reserve Banks began to sell Government securities, thereby reducing the volume of 
credit granted to the open market. This was done in order to clear the ground for the rise of 
the discount rate which took place on July 13th. America thus embarked on a prolonged policy 
of dear money. 

What role did the European central banks play in the crisis on the American mo.ney mar~et? 
This mav partlv be seen from the number of acceptances purchased through the mtermedJary 
of the Federal Reserve Banks and commercial banks. On December 31st, 1928, the total amount 
of acceptances possessed by Federal Reserve Banks reached the sum of 1,284 million dollars, out 
of which the acceptances purchased for the account of European central banks amounted to 
325 millions. At the same time, the American commercial banks possessed acceptances, 
amounting to about 200 millions, purchased for account of European banks. Both these sums 
together constitute half-a-billion dollars, while the increase in acceptances during the year 1928 
was 200 millions. In other words, at the time when the Federal Reserve Banks began to reduce 
the volume of their credit and raise their discount rate, the American commercial banks secured 
an abundant inflow of new funds by lending their credit. They could do this because the 
European banks, taking advantage of higher interest rates, increased their purchases of 
acceptances. 

In these conditions, the deflation policy of the Federal Reserve Banks could not bring about 
any quick results. The crisis became protracted and, owing to this fact, the higher and higher 
interest rates paid on the call-money market had time to attract funds both from the other 
American towns and from European markets. · 

III. 

In the post-war economic situation, the gold exchange standard at first played a beneficent 
role. During_the first few years, it mitigated the demand for gold on the part of central banks, 
a de!Dand wh1ch wo_uld have assumed the f?rm of a keen and fierce competition. It also made 
poss1ble a more rap1d and more abundant mflow of long-term credit from America to Europe. 
F?r, if the loans obtained in America had been immediately changed into gold and gold had been 
w1thdrawn from the American market, such .a rapid inflow of those loans would not have been 
poss1ble. It. should be remembered that, m the course of ten· years, according to Sir George 
Paish, Amenca was able to lend to the rest of the world as much as England in the course of 
100 years. . 

Apart .fro'!' the advantages which Europe gained in the first ten years after the war owing 
to tht; apphca_hon of the gold_ e~ch~nge standard, this system still continues to have the advantage 
tha~ 1t co~tnbutes to the hrmtahon of the seasonal movements of gold. By purchasing and 
selling f~re1gn exchange, the. bank may reserve the_ purchase and ~ale of gold for real requirements 
of a lastmg character resultmg from a more defimte balance of mtemational accounts. 

The question, however, arises whether, in order to obtain these favourable results, it was 
nec~ry that the amount of money represented by the purchased foreign exchange should 
work sunultaneously on two markets? 

. For the sake of the economy of gold, it is essential that the central banks ahould not imme
diate/!! chong~ every ~mount of foreign e;r:chonge purchase into gold. Therefore, the ad "ournmmt 
of thu ezerczse of n_gh_u to gold, pur<:hased by the banks which apply the system ot the gold 
exchange standard, ~ Its most ~~entia! feature, common to all forms of this system. On the 
other hand, the hab1t of depos1tmg these temporarily unexercised rights to gold with foreign 
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central banks, and particularly with private banks, is a secondary feature of the system, which 
originates in banking habits and in the desire to obtain profits from interest. 

Here will lie the crux of the problem in the future. 
To adjourn the conversion of foreign exchange into gold until a later/eriod is both sound 

and desirable. On the other hand, the use of unexercised rights to gol for the purpose of 
granting short-term credit to foreign banks and the incluaitm of thia kind of credit in the reserve 
against the circulatitm of notes within the country is unsound practice and therefore undesirable 
in the future. . · 

The chief reason why the habit of including foreign credit assets in the fundamental cover 
on an equality with gold has gained ground so easily is the illusion that .there is no essential 
difference between a right of purchasing gold at a central bank and a credit granted to a foreign 
bank .. In reality, however, a difference does exist and has important consequences. 

A note issued by a central bank is a direct right to purchase gold at that bank, p1"0Vided the 
said bank haa the statutory obligatitm to aell gold. For a bank-note is an obligation of the bank, 
and the holder of a bank-note haa a right to the amount of gold equal to ita nominal value. If, 
however, the owner of a bank-note does not make use of his rights, and deposits this bank-note 
with a bank, he cedes his rights to the institution which accepts his deposit. 

Then the right to gold is transferred to the bank which accepts the deposit, and the former 
owner of the bank-note gains another right-namely, the right to receive back the amount which 
he paid to the bank. It depends on the form of the account whether this right to receive back 
the amount paid to the bank will be executed at any time on demand or at a time agreed upon 
with the bank which accepts the deposit. In both cases, we observe a new phenomenon
namely, the fact of granting credit by the first owner of the bank-note to the bank which accepts 
his deposit. 

To sum up, the fact that the existing rights to gold are not exercised and that credit is 
granted by depositing them with a bank creates a new situation from a legal point of view. 

The right tm·a central bank is change4 into the right on a bank wMch acceptl the deposit. 
The right to gold is changed into the right to the repayment of the credit at the time of payment. 
These are important differences. The habit of overlooking these essential differences 

caused the steadily increasing accumulation of foreign exchange_ reserves by the banks which 
apply the gold exchange standard. The perturbing influence of this accumulation has an in<'reas
ingly strong repercussiOn, not only on the market .of short-term capital, but also on the gold 
market. The volume of the potential demand for gold which temporarily is not exercised grows 
more rapidly than the inflow of new gold. In these conditions, the co-operation of central banks, 
instead of becoming easier, is bound to be rendered more and more difficult in spite of the best 
intentions on the part of their leaders. 

IV. 

The above considerations have proved that the essential feature of the present form of the 
gold exchange standard is the adjournment of the conversion of foreign exchange on gold to 
a later period. On the other hand, the granting of credit by depositing the unexercised rights 
to gold with a foreign bank constitutes a secondary and only casual feature of the system. In 
order, therefore, to reform the present system of the gold exchan~e standard, it is necessary to 
maintain the first feature for the purpose of protecting the gol<1 market, and to remove the 
second feature for the purpose of protecting the capital market. 

At first glance, it may seem that it would be sufficient progress if the central banks which 
apply the gold exclrange standard would in the future undertake : · 

(I) Not to transfer their foreign exchange reserves from one market to another 
for the purpose of obtaining larger profits owing to better arbitrage conditions or 
higher interest rates; · 

(2) To withdraw from foreign markets every year the interest received and not 
to add this interest to their former reserves in order to mitigate the accumulations of 

·. these reserves on the basis of compound interest. 
\ 
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It would not be so difficult to rea<;h an agreement between t~e cent~l banks by virtue of 
which they would undertake to refrain m the future from transfernng foreign exchange reserves 
from one market to another for the purpose of obtaining larger profi~s. Such movements on 
the international capital market are abs~lutely contrary t~ the concept.IOn of th«; gold standa~. 
The question, however, of withdrawing m!erest from foreign ~~rk«;ts IS more d~fficult; for this 
cannot be done otherwise than by purchasmg gold andd eposttmg 1t abroad or m the vaults of 
the bank at home. · 

The foreirn exchange reserves amounting at present to more than 2 billion dollars, the 
demand for g:.ld would in the first year i!lcrease by about 8 per ce~t of 2 billions-i.e., 
by about 60 million dollars. Concurrently with the normal growth of foreign exchange reserves, 
the total amount of annual interest would also gradually increase. With the present progress 
in the production of gold, '!hich gives a yearly inflow for mon«;tary pu~ses ':'-~ounting at most 
to 200 million dollars, the mcrease of the normal demand, owmg to thiS additional demand for 
at least 60 million dollars, would be contrary to the necessitr for. progressively economising 
gold. It ought to be taken into consideration that the yearly mflow of new gold amounting to 
about 200 million dollars should cover the requirements of all banks which apply the gold exchange· 
standard, as well as those which applr the gold standard. Moreover, the normal demand for 
monetary gold resulting from economic progress is likely to show an upward tendency, while 
tbe production of gold is likely simultaneously to show a downward tendency or at least to 
become stabilised. 

Thus we see that the outlook for the future is not satisfactorv. The withdrawal of interest 
by changing it into gold would not contribute to the improvment 'but rather to the deterioration 
of the present system. Either we must refrain only from transferring foreign exchange from · 
one market to another for the sake of larger profit or we must go to the root of the question. 
In other words, it would be a better remedial measure if the banks which apply the gold exchange 
standard would undertake in the future :. · • 

. To give up the principle of depositing " rights to receive gold" with foreign banks and 
includi11g auch cred~ta in the reserves against their note circulation. . 

Then the fundamental co.ver for notes and deposits combined would include, besides gold, 
only and exelusive direct rights to gold-i.e., notes issued by banks which are under the statutory 
obligation to aeU gold. In other words, other foreign assets-such as current accounts, time 
deposits, cheques, commercial bills of exchange and bank acceptances--could not be included 
in the fundamental cover. Should, for instance, the Bank of Belgium buy ·a cheque on New York 
and wish to include the amount of dollars purchased in this way in the fundamental cover, it 
would be obliged to ask the American bank to execute the.payment in bank-notes and to send 
them to Brussels or to deposit them with the Federal Reserve Bank of New York in a vault so 
that it would be similar to a gold deposit. 

'Cnder such a system, the fundamental reserves of central banks which apply the gold 
exchange standard should consist exclusively of gold held in the vaults or earmarked abroad 
and of notes issued by banks which are under the statutory obligation to sell gold. These would 
be, not only the notes held in the vaults of the bank, but also those earmarked abroad. Instead 
of ~hangin.~ «;very ':'-mount of f~reign ex~hange. into gold, the bank would change it into notes 
whtch are . dtrect r1gh~ ~o rece•vt; gold , and ~t wc;mld postpone the exercise of these rights to 
a later penod by depostting them m the meantime m the vault of a foreign central bank. 

ThtU, besides the eamuzrking of gold, the earmarking of direct " rights to receive goid " would 
~ppear in the form of notes issued by banks which are under the statutory obligation to 1eU gold. 

. ~is would be a new way of eCOIIomiaing gold, a more logical and sounder one than that which 
ts apphed at pr~nt. The g_old exchanll'e standard would continue to consist in the adjourn
ment of the exercise of the " r•ghts to rece1v.e gol~ " to a I!Lter period, which is the essential feature 
?f the sy~tem. On the oth_er hand, the miSI«;&dmg. hab1t of changing " rights to receive gold " 
mto cred_1ts gt'!lnted to fore•gn_ banks and of mcludmg such assets in the fundamental cover on 
an equality w1th gold would diSappear. _ 
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. Every economist regards the gold exchange standard as a form of the gold standard. It is 
in fact a form of the gold standard as long as one includes in the fundamental cover exclusively 
"rights to receive gold on demand "--i.e., the notes issued by banks which are under the statutory 
obligation to sell gold. If, however, we include in this reserve our foreign credit assets, we 
introduce something which is neither gold nor rights to receive gold, but onll the right to receive 
back the amount of monetary units which has been lent. 

Then the given amount of monetary units works simultaneously on two markets. It is a 
proceeding as deceitful as the printing of paper money without cover. It is only natural, there
fore, that, with such a system, the credit structure of the world should contain so many infla
tionary elements and makes possible the paradox that, while we anxiously discuss the shortage 
of gold which may endanger the world economy, we simultaneously close our eyes to the fact 
that, oat the present moment, the purchasing power of gold continues to be in a ~tate of depre
ciation; for the level of world prices, in spite of a certain fall in the last few years, continues to 
exceed the level reached by the reconstruction of trade a_nd industry. 

v. 
In addition to the misleading conception that foreign exchange as a component of the funda

mental reserve is as good as gold, another false belief has gained ground-namely, that the move
ment of foreign exchange from one country to another is similar to the movement of gold. 

Under the gold standard, in the pre-war meaning of this term, the movement of gold from 
one country to another had reciprocal effects--i.e., on the market from which gold flowed out 
the credit structure shrank, while, simultaneously, on the market to which it flowed the credit 
structure increased. Thus the movement of gold automatically raised and lowered the volume 
of credit. 

In conse<J.uence of this fact, the movement of gold also automatically affected the level of 
prices. The mflow of gold increased the volume of credit and thereby contributed to the 
advance in prices. The outflow of gold contracted the volume of credit and contributed to 
the fall in prices. Therefore, the movement of gold from one country to another regulated the 
level of world prices by gradually levelling up the excessive differences in the price levels of the 
different markets. 

The movement of foreign exchange, however, is different. If, for instance, the Bank of 
Poland sells a cheque on New York, the credit structure shrinks in Poland, but it does not 
expand simultaneously in America. Thus the movement of foreign exchange has no reciprocal, 
but only a one-sided, effect on the credit structure. It cannot be otherwise, because the move
ment of forei~n exchange is not an effective transport of gold from Poland to America, but 
consists only m transferring a certain amount of dollars from one bank account in New York 
to another. 

The foreign exchange reserves of the central banks are for the most part held in the principal 
world markets, the so-called" gold centres "--i.e., in London and New York. The international 
movement of foreign exchange thus chiefly consist, in the transfer from one bank account to 
another in London or in New York. Such transfers do not automatically affect the volume of 
credit in England or America, and consequently have no effect on prices. In consequence of 

. this fact, however, the level of prices in gold centres (which are at the same time the chief centres 
of foreign exchange deposits, controlled by foreign central banks) can only change under the 
influence of a special credit policy, pursued by the Bank of England or by the Federal Reserve 
Board.. ~ 

In this way, manipulation by central banks is gaining more and more importance as compared 
with the automatic movement of gold. This is the result of the one-sided influence of the move
ments of foreign exchange on prices. The influence of this movement on the level of world 
.prices by means of levelling up the local divergences is considerably more difficult and slower than 
m the case of movements of gold which have reciprocal effects. 

From the above, it may be seen that the gold exchange standard as applied at present exer
cises an influence, not only on the gold market but also on the level of world prices. Therefore, 
the present system should be reformed in such a way as to secure that the movements of foreign 
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f'Xl'hange from one rountry to another have an influence on the credit st~cture on both markets 
simultaneously. Instead of a one-sided influence, we should create a reciprocal one. 

This cannot be done otherwise, however, than by refraining from the practice of including 
the l'redits granted to forei!!D banks in the fundamental reserve against the note circulation. 
The fundamental resei'·e mu';t include only gold and "rights to receive gold "--i.e., foreign ba~k
notes deposited in the vaults of the bank at home or abroad. Then the movement of foreign 
exl'hange would, like the movement ?f g?l~, exercise its influence on t~e c~~it structure of two 
rountries simultaneously, by expandmg It m one rountry and contractmg It m the other. How 
would this system work in practice'! 

Let us suppose that a Belgian merchant, who has to pay an American merchant for imported 
goods, buys at the Bank of Belgium a 100-thousand-dollar cheque on New York. Then the 
credit structure will shrink in Belgium, as if go~d were purchased, by the amount ~f francs corres
ponding to the amount of dollars. What will occur, however, m New York if the Bank of 
Bel"'ium possesses there only a deposit of dollar notes? This deposit will be reduced by 100 thou
sand dollars, which the Bank of Belgium will order to be taken from the vault in New York 
and transferred to the account of the American merchant with a bank determined by the 
Belgian merehant. Th~e 100 thousand dollars will come back to the market and will increase 
the amount of bank rkpo~iu and thereby also the credit structure on the American market. The 
ron traction of the Belgian structure will be counterbalanced by the expansion of the American 
structure. 

Let us now suppose that an American merehant has to fay a Belgian merchant for imported 
goods and makes this payment by purchasing a cheque o 100 thousand dollars in one of the 
American banks. Then the account of the American merchant will diminish by the amount of 
the transferred 100 thousand dollars, but the acrount of the Belgian merchant with the American 
bank which effects this transaction will increase by the same amount. If the Belgian merchant 
keeps this acrount, the credit structure will change neither in America nor in Belgium.- If, 
however, the Belgian merchant sells the amount held in New York to the Bank of Belgium, 
which, in order to cover this purchase, increases its issue of notes, the credit structure in Belgium 
will increase. The American credit structure, however, will not change if, in its turn, the Bank 
of Belgium deposits the purchased amount of dollars with one of the American banks. The 
effect of the transaction will rontinue to be one-sided, a5 is always the case under the present 
system of the gold exchange standard. . 

The situation will change, however, if the Bank of Belgium orders the purchased amount 
of dollars to be paid in cash and deposits the received dollar notes with the Federal Reserve Bank 
as a safe deposit. Then a bank account will be changed into effective dollar note~. The circulation 
of notes will increase concurrently with the diminution of bank accounts. The credit structure 
on the American market will shrink by 100 thousand dollars, as the dollar notes will be locked 
up in a safe and will not be tued as purcha4ing power on the market. The circulation of notes will 
inl'rease statistically but the purchasing power, which is at the disposal of the American market 
will shrink in reality. ' 

The movement o! foreign e~change bet:ween ~elgium and America will thus have reciprocal 
effects, ~ the change_ m the credit structure m Belgmm will be counterbalanced by a simultaneous 
change m the Amencan structu~. The movement of foreign exchange will be similar to the 
movements of gold. A system will thus be created according to which : · 

Instead of wi~hdl:'llwing go~d at o!lce and diminishing the fundamental reserve of 
the ~ntral ~ank, It Will be possible to mcrease the liabilities of the bank by increasing 
the circulation of notes. 

_Although gold _will not be exJ?Orted, it will be possible to reduce the volume of 
l'red!t and to exerciSe thereby an mfluence on. the level of prices. The movement of 
foreign exchange f~m o!le country to another, like the movement of gold, will gradually 
level up the excessive differences between the price levels. 

By ~tponing to a l~ter period the exercise of our rights to receive gold, we shall 
!lot be obliged to make this postponement at the price of introducing disturbing factors 
mto the world economy •. 
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VI . 

• 
The ~old exchange standard, in the form in which it is applied at present, has entered into 

a period m which the disadvantages of the system have gained a predominance over its good 
qualities. As a result, the conviction is more and more gaining ground that the gold exchange 
standard was suitable as a transitory system in the post-war period, but cannot be maintained 
as a permanent system representing a modem improved form of the gold standard. This convic
tion has become particularly strengthened as a result of experiences made in connection with 
the excessive accumulation of foreign exchange by the Bank of France. 

Would it be possible to maintain the gold exchange standard as a permanent system, repre· 
senting a more economical form of the gold standard than that of the pre-war period Y This 
depends exclusively on the possibility of applying it in such a way as to reduce to a minimum 
the perturbing influence of the accumulation of foreign exchange reserves on the gold and capital 
markets and on prices. This cannot be done otherwise than by relinquishing the principle of 
including the credits granted to foreign banks in the fundamental reserve. Instead of these 
credits, the fundamental reserve should include, besides gold, only foreign bank-notes 
held in the vaults of the bank or earmarked abroad. We shall thus do away with the 
steadily increasing accumulation of credits granted by central banks to foreign, banks. There 
will disappear also the possibility of transferring this kmd of capital, which is artificially created, 
from one market to another for the purpose of obtaining larger profits owing to better arbitrage 
conditions or higher interest rates. As a result, the credit policy of central banks on those 
markets on which the assets controlled by foreign central banks are concentrated will not be 
paralysed, as is the case to-day. 

Similarly, the potential demand for gold on the part of the banks which apply the gold· 
exchange standard will not increase at such a rapid rate as heretofore, because the accumulation 
of foreign exchange will no more be based on the principle of compound interest, and the victory 
of the idea that the gold exchange standard can be a permanent system will greatly contribute 
to the maintenance of peace on the gold market. For the competition on the gold market is 
bound to become more acute under the influence of the growing conviction that the gold exchange 
standard is a· transitory system and that sooner or later it will be abandoned, to the advantage 
of the pure gold standard in its pre-war form. The adoption of the principle that the funda
mental reserve should include only gold and bank-notes, would remove the defects of the present 
system and would emphasise its advantages. The policy of economising gold would thus have 
better and more lastmg chances of development. Simultaneously, the movement of foreign 
exchange would play a role similar to the movement of gold, as it would counterbalance the 
contraction of credits in one country by the increase of credit in some other country and vice 
versa. The process of levelling-up prices between different markets would again be facilitated. 
The influence of this natural regulation of prices would limit the scope of the credit manipulation 
on the part of central banks, as well as that of manipulations by the Governments through tariff 
restrictions. 

An immediate adoption of the suggested system would not, however, be possible, for, should 
the central banks change all their foreign credit assets into bank-notes, this would bring about 
such an increase in the circulation of bank-notes that the reserve ratio against notes in circu
lation would be reduced as considerably as if an export of gold in large dimensions were regis
tered. Even in America, a sudden increase of circulation of notes by about 1 billion dollars would, 
in spite of her gold reserves, constitute a real revolution. Therefore, a sudden change of the 
present methods and the adoption of new ones is out of the question. · 

The new system should be created gradually. This would be possible if the central banks 
wh!ch apply the gold exchange standard changed into earmarked bank-notes only those sums 
which they purchased as cheques or cable transfers. The sale of the cheques and cable transfers 
would be done out of the old supplies until these were exhausted. Thus, on the one side, the credit 
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aecounts inherited from the present syste!D would diminish; on the other side, the; amount of 
eanuarked bank-notes would gradually mc:rease. Two processes woul~ be carr1ed through 
simultaneouslv : the gradual sale of old cred1t assets ~~road and the creation. of new b~nk-_note 
assets abroad: Instead of a revolution in the composition of the reserve agamst ~otes m circu
lation, we should witness an evolution. The new system would thus be created w1thout shocks. 

The objections which mav be raised against the llrinciple of earmarking bank-notes will not 
be so serious as to compel us to persist in applymg the present methods in spite of their 
disadvantages, or to abandon for good the gold exchange standard and return to the pure gold 
standard. 

Is a deposit of bank-notes wit~ a foreign ba~k less ~ecure than a balance with a foreign 
bank? Is the income derived from mterest on foreign cred1t as~ets so large as ~o counterbalance · 
the consequences of the disturbances caused by the accumulatiOn of such credits on the markets 
of gold, of capital and on prices? · . 

A responsible central bank will not hesitate in what manner to answer this question. 

VII. 

The competition on the gold market is again showing signs of revival and is accompanied 
by a steadily growing feeling of anxiety. The most vital problem th.erefore with which yve are 
confronted is, in the first place, to refonu the gold exchange standard m such a way as to Impart 
to it the character of a penuanent system, and so to remove the apprehensions which it causes · 
at present. The reason why the llresent practice does not produce satisfactory results is to be 
found, as already stated above, m the inclusion of foreign credit assets in the fundamental 
reserve. A credit granted to a foreign bank is considered as good as gold. It is wrong from the 
juridical and unsound from the economic point of view. Instead, therefore, of changing the 
purchased foreign exchange into foreign credit assets, one should change purchased foreign 
exchange into bank-notes and earmark the latter with a central bank. 

The new system, based on the principle of eanuarking foreign bank-notes, represents an 
ideal solution which would be conspicuously opposed to the present practice. The analysis of 
such a project brings out clearly the chief errors of the present practice. In the preceding 
chapters, therefore, we have described the refonu as if it were absolutely necessary in the future 
to confine ourselves to the eanuarking of foreign bank-notes. This is not, however, an absolute 
necessity. The depoliting of foreign bank-nota in vaults would be, from the juridical point of 
view, an ideal method, but, from the point of view of modern banking, it would be an archaic system. 
The same purpose could be achieved if the central banks which apply the gold exchange standard 
included in their fundamental reserves only gold and demand deposita held on non-interest-bearing 
acrounta with foreign central banks. Instead of changing every amount of foreign exchange into 
notes and earmarking them in the safe of a central bank, it would be sufficient to place every 
purchased amount to a non-interest-bearing account as a demand deposit. The result would 
be the same as with the earmarking of bank-notes, provided the stipulation is expressly made 
that a ~ral bank wiU not me the sums placed to auch accounts for credit purpoaea. It would even 
be d~~~~!e th!lt the cent~! banks ilww these. accounts in their balance-aheeta aa a separate item on 
the lw~ltt!'1' aide. For With such a system, 1f the Bank of Belgium buys a cheque on the Chase 
~ank m New: York and or~ers the purchased amount to be placed to its own special non
m~~n~g ~unt w1~h the Fed~ral Reserve Bank, the amount of purchasing power in 
Amenca Will m reality shrink and will counterbalance the simultaneous increase of the 
credit structure in Belgium. 

. The deposit of bank-notes in a vat~lt is of • course a better solution from the' theoretical 
~mt of v1ew. The concentratio_n of fore!gn aa!leta in special non-intereat-bearing accounts 
wtth .c~~al ~anka represents a le81 tdeal Bol!dton, but a more practical one. In both cases, instead 
of d!ffiJmshing the gold reserves of a foreign central bank, we ahall increase the volume of ita 
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liabilities : in the first case by the increase in the circulation of notes, in the second case by the 
increase in bank deposits. Both methods, however, would bring about the same results, 
~~= . . 

' 
The exercise of the "rights to receive gold" would be adjourned without, however, it 

. being possible to employ these rights to gold on two markets simultaneously, provided-! 
emphasise this point once more-that the central banks pledge themselves not to use 
for credit purposes the funds deposited by other central banks, and that these deposits 
are shown in their balance-sheets as a separate group of liabilities. 

The gold exchange standard, so reformed, will prove in practice as good a regulator of the 
international exchange of goods and services. as the pre-war gold standard, and will considerably 
facilitate the co-operation of central banks on the gold market. The banks which apply this 
system can confine themselves without fear to such gold purchases as are necessary for main
taining the minimum metallic reserve provided for in the statutes. Should the methods of 
gold clearing simultaneously improve, it may be anticipated that, after a feriod of several years, 
an atmosphere would be created which would encourage the reduction o the present mimmum 
reserve requirements. In this way, before the anticipated fall in the production of gold took 
place, the world would possess such a system of economising gold that further increases in the 
world reserves of monetary gold could be achieved according to a scale of 1 per cent yearly 
instead of.2 or 8 per cent. 

To enter into a detailed anal;y:sis of the questions of the supply of gold and of .co-operation 
in handling gold exceeds the limits of the present deliberations. One thing is certain, however. 
Should we regulate in time the demand for gold on the part of central banks, it will be 
easier to overcome difficulties arising from the supply of gold. The question of the gold 
exchange standard is therefore the most important problem of the moment in coimection with 
the question of removing abnormal fluctuations m the purchasing power of gold. 

It is difficult to believe in the excellence of inflationary methods in world economy if we 
condemn them in national ~conomy. . · 

Warsaw, January 2nd, 1930. 
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INTERNATIONAL PRICE-LEVEL ADJUSTMENTS 

By Dr. L. J. A. TRIP.l 

1. It will need no proof that price levels in the various countries differ widely. Anyone 
who has travelled abroad must have ~orne to the conclusion, even ~:m superficial observation, 
that, in exchange for the same value m money, more can be obtamed m one country than 
in another. This difference is implied in the title of this paper-"International Price-level' 
Adjustments". 

Generally speaking, these disparities result from the differences existing between the 
financial and economic positions of the various countries. Their existence is evidenced, not 
only by the figures which ind~cate the cost of living in t~e various countries, b?t also ~y the 
index numbers of wholesale pr1ces, as calculated and pubhshed for several countnes. It lS true 
that these publications, as far as I know, do not give absolute figures, but merely the results of 
the development of prices as compared with the situation in a basic year, for which the figure 100 
is taken. The fact, though, that these results differ from country to country removes all doubt 
as to the influence exercised on wholesale :prices, as at present calculated, by the factors which 
detennine the financial and economic positions of the various countries. These indices are not 
of an international nature, but have a preponderantly national, individual character. This is 
borne out by the fact that such calculations of wholesale prices are not intended to indicate the 
world price level of articles with a large, international market, but comprise, besides these. latter 
articles, also a number of otJ!er commodities, manufactured wholly or eartly in a given country, 
and are, moreover, based exclusively on data indicating the prices prevailing in the home markets. 
It is of much importance to bring this characteristic of wholesale price indices to the fore and 
to keep it well in mind, for it leads to the irrefutable conclusion that the stabilisation of these 
indices is subject to the condition that the factors which determine the price level of a country 
are controllable, or at least can be corrected or neutralised, by the body-in this case the bank 
of issu~harged with the stabilisation. In my opinion, it results from what follows that this 
condition not only cannot be fulfilled, but also that the bank of issue which would try to accom
plish such a task would in certain circumstances collide with the basic principles and development 
of economic life, as well as with the fundamental obligations devolvmg on it under the system 
of the gold standard. 

2. It has been stated above as the irrefutable starting-point of reasoning that price levels 
differ in various countries. No one can or will deny that the price level-including the level 
expressed by the figure of wholesale prices-in America differs considerably from that in Holland, 
":hereas i~ the latter country another price level prevails from that, for instance, in Belgium. 
No .one will ve!lture to defend the theorem that it would be possible to equalise prices in the 
Yanous countnes. It appears to me that those who deem it feasible to achieve and those who 
defend,. a stabil~atioJ?- o~ prices in the ~ndividual countries, cannot get away from the logical· 
conclusiOf! that m the1r. !me of ~bought 1~ ought also to be possible to equalise the price level in 
all countries by the act10n and mtervenbon of the bank of issue. In the event that it would be 
~ible, by !Deans of sue~ action an_d intt;rv~ntion, ~ neutralise or to prevent changes which 
m1ght occur m the future m the relat1on exlStmg at a gJVen moment between the price levels of 

1 Fonnerly Governor of the Java Bank and Treasure'r-General of the Netherlands. 
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the various countries, it must also be possible to modify the existing relation in the sense that all 
prices are brought on the same level. I do not believe that anyone would dare to endorse this 
view, but if so the theorem leading thereto also seems to me to be untenable. 

8. Since, as has already been repeatedly observed, considerable differences exist at present 
between the price levels of the various countries which decidedly do not originate from the mone
tary policy but from circumstances arising from the economic and financial positions of the 
individual countries, fluctuations resulting from changes in the existing economic and financial 
positions will doubtless be registered in the future in the relationship between those price levels. 

The causes of such a change may differ as to their nature and tendency. They may make 
themselves felt temporarily or permanently, their character may be internal or extraneous, 
their origin natural or artificial, their effect drastic or of little importance, but at all events there 
are many sucll. causes which entail or render a process of adaptation necessary in one or more 
countries and enforce an alteration of the price level. It would be impossible or inadmissible 
for the bank of issue to arrest such change; on the contrary, it is its duty to further the process 
of adaptation-that is to say, to co-operate in modifying the price level. 

It would carry me too far to undertake a description of all these causes. Nor is this neces
sary, as it will suffice for the purpose to treat some typical cases in· which the financial and 
economic position of a country in relation to foreign countries changes to such an extent as to 
render '! process of adaptation inevitable. 

In my opinion, three groups of causes, in the main, are to be distinguished, namely : 

I. Extraneous causes not originating in the action of man. 
II. Causes which are the outcome of measures or of steps taken abroad and conse

quently lie beyond the power or sphere of influence of the country experiencing the 
results thereof. 

III. Causes originating from internal circumstances or measures, which make 
themselves felt in a direct way and, in the first instance, in the country itself. 

As an example of the first group, the case may serve in which the staple products of a country 
suffer an important reduction in price on the world market as a result of the considerably 
increased supply of these products by other countries. This increase may have been caused by 
temporary factors-for instance, by particularly favourable weather-and need not necessarily 
entail therefore a long-trend process of adaptation in the first country. However, if factors of 
a permanent nature-for instance, changes m the technique of transport, the opening up of new 
and large areas of production, the discovery of riches of the soil, or the application of new 
methods of labour-make themselves felt, it will not be possible to avoid a process of adaptation. 

As examples of the second group may be considered : a large increase in import duties and, 
in general, all artificial measures. taken abroad which hinder import, prevent immigration of 
labour, or restrict freedom of trade. • 

It is true that the foreign country taking such measures will in the long run injure its own 
interests as well and will see its international markets curtailed, but this does not alter in the 
least the repeatedly experienced fact that such a line of conduct as referred to eauses difficulties 
to other countries, decreases their purchasing power and forces them to content themselves 
with a lower standard of living during a shorter or longer period. 

As regards the third group, mention may be made of important modifications in fiscal and 
social legislation, causing a considerable rise of the cost of I?roduction, a loss of foreign markets, 
a decrease in the formation of capital-in short, a weakenmg of the international position of a 
~iven country and of its competitive powers in the world market. • A substantial modification 
m the division of income between the different classes of the population, as could be seen in 
several countries after the war, may exercise its influence in the same direction. 

4. It can th~refore be safely predicted that circumstances and events will repeatedly 
recur which, apart from monetary policy, will cause long-trend changes in the relative positions 
of different countries, increasing prosperity in one country, and encumbering the position of 
,another, forcing it to retrench its expenditure and to adapt 1tselfto the difficulties. 
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Such a country, which finds the sources of its in~m~ dried up to a con~1derable extent, ';DRY 
try to mitigate the process of adaptation through palhatJv~ an~ t? ex~end 1t over .a long penod; 
the process itself, which m~ ~ passed ~hrough and wh1c~ 1s mevJtaQle to brmg about the 
necessary improvement, consiSts m a lowermg of the home pnce leveL 

As palliatives may be mentioned the contracting of foreign loans, the attracting of short
term money from abroad, the selling abroad of securities which hav:e an international markeJ;, 
and the release of gold. But it is obvious, and experience has placed 1t beyond do~bt, that. th~e 
e.."qledients can bring only temporary relief .and in th~ end may lead to a ~urther 1mpover1shn~g 
of the country resorting to them. On fore1gn loans, mterest has to be prud and such loans will 
have to be gradually redeemed. Short-term credi~ ~!so require the payment o~ interest, ~nd 
they may be called at any time. The sale of secur1t1es referred to causes the cla1ms on fo~e•gn 
countries to diminish or the debts to foreign countries to increase. The release of gold Will of 
necessity entail 'an increase of the rate of interest, which exercises an unfavourable effect on 
economic life. · 

All this, coupled ·with the diminution of income as the direct result of the untoward turn 
in the financial and economic position of the country, will inevitably lead to lowering of the 
standard of living. The cost of production will have to be reduced, as far as possible by restrict
ing the fiscal and social obligations with which industry is burdened, by improving and simpli
fying the methods of production, and, finally, by the lowering of wages, of producer's profits and 
of the interest on capital. By lowering the cost of production, export will be stimulated. 

-A cheapening of the services rendered by a given country to foreign countries, which will induce 
the latter to make a growing use thereof, will exercise its influence in the same direction. As a 
result of the diminished purchasing power, imports from abroad will fall off, and this will be 
furthered by the reduction in the pr1ce of home products, which will induce the population to 
buy the latter in preference. Finally, the improved results from industry placed again on a 
profit-yielding bas1s will promote the formation of new capital, which will in turn reduce the 
country's degree of dependence on foreign capital and will tend to alleviate its debtor 
position. 

Just like a private person who, having experienced a diminution of his income and 
contracted debts, will have to retrench his expenditure temporarily or permanently, in the 
same way a country which has to confront an important weakening of its financial and 
economic position will have to reduce its standard of living in order to adapt its basis of 
exchange with other countries to the altered circumstances. Either it will have to supply more 
commodities and render more services to foreign countries, or it will have to buy less and restrict 
its use of forei~ serv!ces. Generally speaking, th~; first will be possible only if it offers its staple 
produci:S and 1ts serv1ces at a l~wer price than before. As ~ong as and in so far as this will not 
be poss1ble, the second mode will have to be followed and 1mports from abroad will have to be 
~urtail~. H this is not done, it will not be possible to maintain the gold standard in the country 
m _question an~ .the. rates of exc~ange :Will no longer be limited by the gold points. Several 
~t~rs on stabilisation have reah~ed th1s. It places it beyond doubt that, if the fundamental 
s•grnficance of the gold standard 1s to be adhered to, which is the very basis of the mandate 
give~ to our Committee, the realisat.ion of the idea of stabilisation through the maintenance of 
the ·~dex numbers for wholesale pr1ces at the same level in the various countries is out of the 
question. 

. 5. Ta~ing as a s~rting-point a certain relation at a given moment between the price levels 
m _the var10u~ countries who~e m'?neta~ syst~m is b~ed on gold, it has to be accepted as an 
aXIom . that CII"CUJ!lstances will arise :WhiC~ will m?dify t~e basis of exchange between those 
countn~ and '!fhich consequently W:ill diSturb this relation. If the purchasing power of a 
country 1l! considerably weakened owmg to ~ne of the. causes indicated above, the consequence 
tht;reaf will. have_ to be accepted and the pr1ce level m that country will have to be lowered. 
T~JS. ~uctlon will not only have to ~e accepte~, but it will also have to be furthered, because 
this IS m the. end t~~ only ~eans ?f lay_mg the basiS for the necessary improvement of the financial 
a~d economic ~1tlon, With?u~ mflat10!1 and disorganisation of the monetary system. A dimi
rushed purchasmg power will m practice always be attended bv an unfavourable balance of 
payments. • 
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Experience has taught that, apart from fixed obligations towards foreign countries 
which cannot be reduced at all, a certain period has to elapse during which orders, rlaced under 
previous conditions, will have to be taken up and paid for. It will be the task o the bank of 
1ssue to bridge this period. It is able to do so by selling its holdings of foreign exchange and by 
releasing gold. As enunciated in my note on the " Functionin~ of the Gold Standard ", this IS 
one of the great advantages of the gold standard and of keepmg a stock of gold. This action 
of the bank of issue is greatly instrumental in alleviating and in tiding over the first difficulties 
which result from the change m position, but never can it of itself obviate the process of adapta· 
tion. The sale of foreign exchange as well as that of gold must lead to a contraction of the 
circulating medium. In case such contraction would not suffice to maintain the gold standard 
and to conform to the legal provisions regarding the minimulll gold cover, the bank, in order 
not to fall short of the accomplishment of its principal task, will have to resort to a further 
contraction through a forced restriction of credit. As set forth in my note above referred 
to, it is possible and expedient, in my opinion, to have the minimum cover regulated with greater 
suppleness and to allow some more latitltde to the banks of issue in this respect, but, in such a 
a period as that under· review, a contraction of the circulating medium will always have to be 
the watchword and the duty of the central bank. This duty is of a fundamental character; it 
is the basis of the system of the gold standard; it is part of the natural development, and its 
fulfilment is _indispensable to the restoration of the welfare and the prosperity of the country. 
This duty must not be hindered by, or neglected for, attempts to stabilise the price leveL Such 
endeavours, which, in circumstances such as those referred to, could never be a lasting success, 
would only lead to keeping up the circulation artificially, and would thereby come into conflict 
with the exigencies of the country's condition and with what I have called above the funda
mental duty of the bank of issue. Keeping up the circulation artificially is but another expression 
for inflation, and the memory of the consequences of such .a disastrous policy is still so 
vivid that no one can be suspected of fostering the desire to recommend measures which would 
lead under certain circumstances to such a policy. · It would carry me too far, and it is 
superfluous, to deal in this note with the fatal consequences and the dangers of policies aiming 
at inflation or leading to it. Suffice to sta~e most emphatically that, in a country living under 
the circumstances referred to, the bank of issue, after having been relieved of 'it8 duty to maintain 
the gold standard, might perhaps succeed in keeping home prices above their natural level, and 
might thus bring about the semblance-but no more than that-of a prosperity not existing in 
.reality. But in that case it would have to relinquish control of the foreign exchange rates, 
for in these rates of exchange the real position would inevitably find expression. The result 
of thefolicy denounced by me would be a fall in purchasing power of the national money below 
that o gold. It appears to me, therefore, that the only conclusion to be drawn is that stabili
sation on the present basis of\the wholesale price indices m the individual countries is inconsistent 
with the task of keeping the foreign exchange rates within the limits of the gold points, so that 
claiming stabilisation amounts in substance to bringing pressure to bear to abandon the gold 

· standard, a result which is unacceptable to our Committee.· -

6. It may then be asked whether stabilisation of prices, which is notjossible in countries 
whose financial and economic position is on the decline, could not be achieve at least in countries 
which are in a different position and enjoy increasing prosperity. These countries will 
see their stock of gold increased by the gold released from, the countries whose prosperity 
is declining, so that the question, as far as relevant to the subject dealt with in this note, may be 
summarised thus : it is desirable, and in the long run possible, to sterilise the gold received in 
this way, and to neutralise the effect of such influx by counteracting measures? I dealt with 
this question in my note on the " Functioning of the Gold Standard ", and arrived at the conclusion 
that a 'Smooth working of the gold standard is best served by the free moving of gold and by 
abstaining from artificial measures designed to obviate or to neutralise the effect of gold move
ments. In my opinion, the world's interests also will be best furthered in this way; for these 
require, when a country or a continent has come into difficulties, that all countries co-operate 
and that the opportunity be given to overcome these difficulties and to restore the country's or 
co!ltinent's prosperity within the shortest possible time. As I explained in my former note, 
th1s is obstructed if the countries enjoying a favourable state of affairs eliminate the effect of 
the gold received as a result. Moreover, it is subject to doubt whether such a policy 
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of elimination ean in the long run be maintained and if it. is not conducive to excesses in a 
domain which lies for the greater part beyond the sphere o~ '!lflu~nce of the. cen~ral ban~. The 
rourse of events on the American stock exchange, i!l mY: opm10n, IS apt t~ give rise to this ques
tion. It seems to me that the time for answermg It has not yet arrived, and at all events 
outsiders will have to refrain from trying to find a!l answer. I eon.fine myself, therefore, to 
drawing the attention of my colleagues on the Committee to the question. . . 

7. I have dealt somewhat exhaustively with the foregoing, ~ecat~se in my opinio';' the pleas 
for the stabilisation of prices fail to recognise the inevitable fluctuations m the relationship betwe<:n 
the price levels in the various countries which are a direct result of the development of economic 
life. These fluctuations would make themselves felt under every monetary system and under 
every monetary policy. They would occur even if th.e purchasing l?~wer of gold, for the wo!ld 
taken as a whole, remained at the same level. Even w1tl:i such a stability of the world purchasmg 
power of gold, differences would continue to exist and to occur in th.e futu~ between t~1e purchas
ing power of gold in the various countries. It may be observed m passm~ that thiS IS not at 
all in conflict with the theory that gold has the tendency to flow to where It can command the 
best price-i.e., the greatest quantity of commodities and services; for this tendency will only 
lead to gold's being moved in case the country, where gold has the greatest purchasmg power, 
wants gold more than other commodities. Gold may be scarce in such country, but, when 
other commodities are scarcer still, these latter and not gold will be supplied to it. 

It is known that the purchasing power of gold in every count~ is connected with the basis 
of exchange existing between that country and other countries w1th which it entertains trade 
relations. If, as a result of one or more of the circumstances described above under 8, the 
basis of exchange should undergo a substantially unfavourable change, the respective country will 
have to adapt itself to it, that is to say, it will have to work more cheaply. This will either 
cause the price level to be lowered, if it is intended to keep the rates of exchange within the 
limits of the gold points, or the national money will depreciate as compared with gold and it 
will not be possible to maintain the gold points, which means the abandonment of the gold stan
dard. As the latter cannot be brought up for consideration, the only thing left is a lowering of 
the price level. This places it beyond doubt that, in practice, stabilisation of the price levels 
n the various countries is out of the question. 

8. As pointed out above, the world's interests require a country which has come into 
financial and economic difficulties to be enabled to overcome these difficulties and to restore its 
position within the shortest possible time. It follows from this that it is a matter of international 
co-operation and of the promotion of the world interests that unnecessary and artificial fluctua
tions in the price levels of the various countries be prevented and that, if a change in the price 
level ~f any country has oecurred through natural and economically justifiable circumstances 
or actiOns, the process of adaptation be hindered or retarded as little as possible. 

_I~ will be possible to fulfil this requirement only by furthering the free exchange of com
m?d•ties, sen-ices, Iabou~ and ~ap!tal, by avoid~ng burdening industry in any particular country 
With heavy fiscal and soc1al obligatiOns so that 1t has to work under less favourable conditions 
than i';'dustrial e.nteiJ>rises in other cou~tries, by refraining from Governmental measures such 
as ~mg to mamtam wages of labour m excess of those corresponding to the country's inter
!lat~o!lal basi~ of exchange-in sho~, by_ limiting, as far as it may be possible, fluctuations in 
mdiVIdual pnce levels to the cases m which these fluctuations result from natural and economi
cally just! liable .circumstances and action~, and which for that reason have to be accepted and 
accepted m the mterest of the world. ThiS needs no further comment. I should like to stress 
!llso in. this connection the great ir~iportance of maintaining the gold standard for the certainty 
It furniShes as to t~e ext~nt to whiCh the rates of exchange may rise or fall. This certainty, as 
borne out by expene~ce, 1~ one of th~ ~rst ~nd outstanding needs of international traffic. If one 
bad ~ choose-whi~h, m my O{>miOn,_ IS not the case-between the preservation of this 
certamty togeth~ !'Ith a. fluctuatmg price level and a stable price level without it, it would 
un~oubtedly be m; the mterest of commerce and trade and of an adequate adaptation of 
nahonal pnce levels, to choose the Conner. But this choice will not have to be made because as 
set ~o~h above, efforts to maintain a stable price level, when the basis of exchange ~ith foreign 
cou. tnes undergoes an unfavourable chan~e, must always lead to a depreciation of the national 
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currency as compared with commodities and services to be obtained from abroad, in connection 
with which a modification of the national price level will sooner or later have to take 
place. 

9. I come to the conclusion, therefore, that stabilisation of the price levels in the various 
countries is to be deemed impossible and undesirable. The error of the advocates of such stabi
lisation is, it seems to me, that they endeavour to combat the effects instead ofremoving, as far 
as possible, the causes. Consequently, they come into conflict with the natural and inevitable 
course of events whose effects may not and cannot be combatted by measures of a monetary 
nature. In these cases, modifications of the price levels must not only be accepted, but must 
also be furthered, whereas those who urge the unvaried maintenance of the price levels pay no 
regard to these cases and so condemn the policy necessitated by them. The difficulties and the 
unfavour,able influences which such persons see and which they desire to prevent are of an inter
national, a universal, character, whereas the remedy they recommend is of a national charactel'. 

A recommendation to require the banks of issue morally or by law to stabilise wholesale 
prices for their resrective countries must therefore be repudiated, the more so as it is not 
within the power o the banks of issue to control or individually to prevent either the so-called 
secular price changes or the cyclical price changes. In this respect, international problems are 
concerned which, in so far as it is at all possible, can be solved only by a close, mternational 
co-operation of the hanks of issue in the gold standard countries. I have recommended this 
co-operation in my note on the "Functioning of the Gold Standard", in which I mentioned the 
legal provisions which, in my opinion, would be required to secure to the banks of issue the 
necessary freedom as regards the1r co-operation. , 

The present note leads to the conclusion, therefore, that our Committee has to confine itself 
. to recommending such co-operation and the relevant legal provisions. In the event that such 
recommendation be accepted, the further development of theory and practice can be quietly 
awaited and the required basis will have been laid for a free functioning of central banking, 
which is essential to the world's interests. , 

The Hague, December 1929. 
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NOTE. 

In order to make the present publication as accurate as possible, the Economic and 
Financial Section of the Secretariat of the League of Nations requests the Governments to be 
so good as to communicate : 

(a) All modifications they have made in the text of international agreements, 
and of the internal legal provisions which appear in the "Collection of lntematiooal 
Agreements and Internal Legal Provision& for the Prevention of DI'JUble Tazation and 
Fiscal Evasion" (document C.845.M.I02.1928.II), its supplement (document C.865. 
M.l84.1929.II)' or the present volume; 

(b) Any new text which has been signed or put into force subsequent to the 
publication of these documents. 

October 1980. 



CORRIGENDUM. 

Collection of International Agreements and Internal Legal Provisions 
· ·for the Prevention of Double Taxation and Fiscal Evasion. Volume I 
· (docUment C. 345. M.l02.1928. II). 

NETHERLANDS. 

Page 172: Article 101 of the Law on Income Tax, 1914; 
Law of June 26, 1926; and 

.. 
Page 197 :. Law of April16, 1920; 

Are repealed as a result of Article 5 of the Law of June U, 1930 (see page 66 of the 
present volume). 
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I. GENERAL AGREEMENTS GOVERNING ALL CASES 

CONCERNING THE IMPOSITION OF ONE OR MORE TAXES 

1. AGREEMENTS CONCERNING DIRECT TAXES 
(INCOME TAX, CAPITAL TAX) 

(a) Making no Distinction between Personal and Impersonal Taxes 

HUNGARY AND YUGOSLAVIA. 

TRANSLATION .1 

CONVENTION BETWEEN THE KINGDOM OF HUNGARY AND THE KINGDOM 
OF THE SERBS, CROATS AND SLOVENES FOR THE PREVENTION OF 
DOUBLE TAXATION IN THE MATTER OF DIRECT TAXES, SIGNED AT 
BELGRADE, FEBRUARY 22, 1928. 

HIS SERENE HIGHNESS THE REGENT OF THE KINGDOM OF HUNGARY, and HIS 1\IAJESTY 
THE KING OF THE SERBS, CROATS AND SLOVENES, being desirous of preventing double taxation 
and of settling other questions connected with direct taxes, have decided to conclude a Convention 
bili~~~: -

Article 1. 

The present Convention contains regulations applicable to direct taxes. 
For the purposes of the present Convention, direct taxes shall be taken to mean taxes which, 

on the basis of the legislation of each of the Contracting Parties, are levied direct on income 
(gross or net) or on total estate, either on account of the two Contracting States or on account 
of public autonomous corporations (comitats, communes, etc.), even when they are levied in 
the form of additional taxes or imposts. The present Convention shall not apply, therefore, 
to the indirect taxes on turnover and on consumption. 

The provisions of the present Convention refer, in part, to direct impersonal taxes on 
income, and, in part, to direct personal taxes. . 

For the purposes of this Convention, impersonal taxes shall be taken to mean direct taxes 
levied on taxable objects in virtue of their economic connection with the territory of a State~ 
Personal taxes shall be taken to mean direct taxes levied on the whole of the taxable objects 
(income and property) of the taxpayer to whom they belong in virtue of the nationality, domicile 
or residence of such person. . 

With a view to the 11pplication of the present Convention, the Ministries of Finance of the 
two States shall inform each other at ilie end of each calendar year of ilie taxes which are to 
be regarded as direct taxes, and the taxes in that group which are to be regarded as impersonal 
or personal taxes. 

1 Translated by the Secretariat of the League of Nations. 
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Article 2. 

The tax on income derived from immovable property shall b«; levied .o~ly by_ th!l State in 
the territory of which such immovable property (landed estate, mmes, bulldmgs) IS situated. 

Article 8. 
The impersonal tax on income derived from any _kind of indust~ial or commercial activ.ity 

whatever shall be levied only in the State in whose territory.the es~ablishment. of the undertakmg 
is situated even when the undertakina carries on busmess m the territory of the other 
Contracting State without possessing a~ establishment in that State. _ 

For the purposes of the present Convention, an establishment shal! be. taken to mean a 
permanent productive organisation in which the business of the undertakmg IS wholly or partly 
carried on. . . h S 

Should the undertaking possess estab!ishments !n both Co!ltrac~mg States, eac t~te may 
levy the impersonal tax only on such portiOn of the mcome as IS denved from the establishment 
situated in its own territory. 

Article 4.. 

Earned income, includ!ng income d~rived from the exer<;is!l _of the lib«;ral professions, may 
be taxed only in the State m whose territory the personal activities producmg the revenue hllve 
been carried on. 

Article 5. 

Allowances or grants paid by public funds by reason of past or present officiaJ or p~fes
sional services (salaries, pensions, retiring allowances and other similar income) shall be liable 
to direct taxation only in the State from which the income in question is derived. 

Article 6. 
Income derived from the employment of floating capital shall be liable to direct taxation 

in the State in which the "·.debtor" is domiciled; . 
Corporate bodies shall be regarded as domiciled at the place at which they have their seat, 

or, failing this, at the place at which their centre of management is situated. 
The tax on interest (accessories) due in respect of mortgage debts shall be levied in the 

State in whose territory the immovable property in question is situated. Should the mortgage 
debt be registered in respect of immovable property of which a part or parts are situated in the 
territory of the other Contracting Party, the interest (accessories) due in respect of the mortgage 
debts in such a case shall be divided, for the purpose of taxation in equal proportions, between 
the two Contracting Parties. 

Interest on bonds issued by the State or by public autonomous corporations or by joint-stock 
companies, banks or other financial institutions, shall be taxed br the State paying such interest 
or by the State in whose territory the corporation paying the mterest is situated, as the case 
may be. · 

The provisions of the preceding paragraph shall also apply to the taxation of interest on 
capital deposited in banks and other financial institutions in the fonn of savings deposits or on 
current ~count. Should the seat of the institution be situated in the territory of one of the 
Contractm~ States and one or more branch establishments be situated in the territory of the 
other, the mterest on capital deposited in the branch establishments shall be taxed by the State 
in whose territory they are. 

Article 7. 

The tax on directors' fees shall only be levied by the State in whose territory the lejral seat 
or the cent~e of management _of the underta~in~ paying the said directors' fees is situated. 
Allowances 1~ the nature of d~rectors' fees paid m. respect of certain functions exercised in a 
branc~ establiShme?t shall be liable to the. tax on 41rectors' fees; this tax shall be levied by the 
State m whose temtory the branch establishment m question is situated. 

Should the legal seat '?f the undertaking be situated in one of the Contracting States and 
the centre of management m the other, the central financial authorities of the two States shall 
come to an agreement in each case as to the equitable allocation of the basis of the tax. 
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Article 8. 

Impersonal taxes on life annuities shall be levied by the State in which the person receiving 
the income in question is domiciled. . 

Article 9. 

Personal taxes on the taxpayer's total income in each of the Contracting States shall be 
levied in accordance with the following rules : 

1. Personal income derived : 
(a) From immovable property; 
(b) From mortgage debts; 

· (c) From industry or trade; 
(d) From work - including remuneration paid by public corporations, 

shall be sub]ect to the rules laid down in the preceding articles for impersonal income 
derived from these taxable sources. 

2. Every other kind of income-in particular, dividends on shares, directors' fees, 
interest on bonds issued by public corporate bodies and companies and interest 
on deposits in banks or other credit institutions-shall be taxed in the State in which 
the taxpayer has his domicile. 

For the purposes of the present Convention, domicile shall be taken to mean the place in 
which the taxpayer habitually resides in circumstances which warrant the presum~tion that he 
intends to continue to reside there, or the place in which the taxpayer resides in Circumstances 
such as to warrant the supposition that his stay is not merely temporary. 

Should the taxpayer possess a domicile in each of the two States, each State shall levy the 
tax in proportion to the length of stay in its territory during the year to which the tax relates. 

For the purposes of the present article, the domicile of corporate bodies-when the latter 
are subject to a personal tax on total income-shall be taken to be the place in which the corpo
rate body has its legal ·seat and, failing such, the place in which its centre of management is 
situated. 

Article 10. 

Any tax on total estate, whether of a permanent character or levied on a single occasion 
only-, which has already been or mar in future be imposed in the Contracting States, shall be 
lev1ed in each State on the taxpayer s property situated in the territory of that State. 

When the estate consists of : 
(I) Immovable property; 
(2) Mortgage debts; 
(3) Industrial or commercial undertakings, 

its existence in the territory of one or other of the Contracting States shall, so far as the levying 
of the tax on total estate is concerned, be determined according to the principles laid down in 
the preceding articles for impersonal taxes on income derived from such property. 

In the case of any other kind of property, including company shares, bonds issued by public 
corporate bodies or companies and deposits in banks or other credit institutions, the rules laid 
down for the personal taxation of total income shall apply • 

• 
Article 11. 

, The rules laid down in Article 10 of the present Convention with regard to the tax on total 
estate shall also apply to any tax on the increment of total estate which is already in force or 
may in future be mtroduced in either Contracting State. 

Article 12. 

. Shippin!f undertak~ngs on the J?anu~e shall be liable to taxes o~ Pr<?fit~ arising out of their 
sh1pping busmess only m the State m wh1eh the seat of the undertakmg 1s Situated. 
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Shipping business shall be held to include, not only transport of persons and goods, but 
also transport of goods from warehouses to the vessel an.d from th«: v~sel to t~e warehous~. 

The rofessional income of paid workers employed 10 the: naVJgat10n service of the s!l1d 
und~gs shall be liable to taxation in the State in whose temtory the seat of the undertakmg 
is situated. 

Article 13. 

From the point of view of taxation, including proceedings befo~e revenue aut~orities, courts 
of law and revenue and administrative tribunals, the nationals of e1ther Co!ltractmg Party shall 
be entitled, in the territory of the other Party, to the same treatment as natl'!nals of t~e country. 

Corporate bodies whose seat is in the territory of one of the Contractmg Parties shall be 
treated m the territory of the other Party in the same manner as taxpayers of that other State. 

Article 14. 

The Contracting Parties undertake to assist each other with a view to the assessment and 
recovery of direct taxes. 

Article 15. 

The prese~t Convention shall be applied as from January I, 1928, for the financial year _1928 
and the followmg years. · 

Article 16. 

The present Convention shall be ratified and the instruments of ratification shall be exchanged 
in Budapest as soon as possible. 

The present Convention shall come into force fifteen days after the exchange of the 
instruments of ratification and shall remain in force until denounced by one of the Contracting 
Parties. Should the denunciation take place before July 1 of any year the Convention shall 
eease to take effect on January 1 of the following year; otherwise, it shall cease to take effect 
on January 1 of the second year following denunciation. 

. ' 
Done at Bf'lgrade in duplicate on February 22, one thousand nine hundred and twenty-eight. 

FINAL PROTOCOL. 

On P"?Ceeding to sign the Convention concluded this day between the Kingdom of Hungary 
and the Kmgdom of the Ser~s, C_roats and Sloven~ for the prevention of double taxation and 
the settlement of oth«:r q~~t10ns m th~ matter .of d1rect taxes, the undersigned plenipotentiaries 
~ave made the followmg JOmt declarat10ns, wh1ch shall form an integral part of the Convention 
~U: . 

Ad Article 8. 

For the _purposes of A~i~l~ 3 of .the Convention, industrial and commercial activities shall 
be taken to mclude the actly•tJes of msurance, transport, traffic, finance and credit companies. 

For the purposes of Art•cle.3 of the Convention, "establishments" shall be taken to mean, 
not ol_lly the seat and real busm~s cent~ of the undertaking, but also the branches, depots, 
facto~es, workshops and laboratories, prem1ses where purchases and sales are effected warehouses 
and, m ~eneral, ~ny .other commercial and industrial installation in the nature of ~ permanent 
product~ve orgamsatJon. and, lastly, ~ermanent representatives, provided that they are liable 
to taxatiOn under the law of the State m question. 
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Ad Article 4. 

For the llurposes of Article 4 of the Convention, liberal professions shall be taken to mean 
scientific, art1stic or literary occupations, teaching or education, and the professional activities 
of doctors, barristers, architects and engineers. 

• The income of foreign commercial travellers derived from their activities exercised in the 
territory of the other Contracting Party, even if their activities are only temporary, shall also 
be regarded as earned income. 

Ad Article 6. 

It is agreed that taxes levied on interest on debentures and on interest on savjngs deposits 
or current accounts, and which under the legal provisions at present in force in one or both of 
the Contracting States are regarded as taxes (illetekek) shall, for the purposes of the application 
of the present Convention, be regarded as impersonal taxes until such taxes are declared not 
to be impersonal taxes. 

Ad Article 9. 

The. total income of the taxpayer for the purposes of Article 9 shall be held tQ be the net 
revenue derived from sources in the territory of the State in question or from activities carried 
on therein, without allowing for interest due abroad. 

Ad Article 10. 

The rules laid down in Article 10 shall not be applicable to the single capital levy should 
such tax have been introduced prior to the present Convention, even should the payment of 
the tax be still in progress. -

With a view to avoiding any doubts that might arise, it is hereby declare4 that the provisions 
of the J>resent Convention shall not affect the right to enjoy more extensive privileges or 
exemptions which, in virtue of the general rules of international law, are now or may hereafter 
be granted to diplomatic and consular representatives. 

The present Protocol shall be held to have been approved by the Contracting Parties, 
without further special ratification, by the mere fact of their having exchanged the documents 
of ratification of the Convention to which it refers. 

\ 

Done at Belgrade in duplicate on February 22, one thousand nine hundred and twenty-eighL 
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HUNGARY AND POLAND • 

• 
TRANSLATION.1 

CO~''VE:NTIO~ BETWEEN THE KINGDOM OF HUNGARY AND THE REPUBLIC 
OF POLAND FOR THE PREVENTION OF DOUBLE TAXATION IN THE 
l\lATTER OF DIRECT TAXES, SIGNED AT WARSAW, MAY 12, 1928. 

lhs SERENE HIGHNESS THE REGENT OF HUNGARY and HIS EXCELLENCY THE PRESIDENT 
OF THE REPUBUC OF PoLAND, being desirous of preventing double taxation in the matter of 
direct taxes, have decided to conclude a Convention on that subject : 

Article I. 

The object of the present Convention is to lay down rules for the levying of direct taxes, 
both impersonal and personal, by one State only. 

For the purposes of the present Convention, direct taxes shall be held to mean those taxes 
which, under the legislation of each of the two Contracting States, are levied direct on income, 
gross or net, or on the total estate of the taxpayer, either on account of one of the two Contracting 
States or of autonomous organisations, even if the said taxes were levied in the form of additional 
duties ("centimes additionnels "). . . 

I. The following shall be regarded as impersonal taxes for the purposes of the present 
Convention : · 

1. Under Polish law : 
(a) Land tax; 
(b) Taxes on urban immovable properties and on certain buildings in rural 

communes; 
(c) House tax; 
(d) Building-land tax; 
(e) Industrial profits tax; 
(/) Tax on capital and on annuities; 

2. Under Hungarian law : 
(a) Land tax; 
(b) Tax on building land; 
(c) Tax on industrial and commercial profits· 
(d) Company tax. ' 

II. :t'he following shall be regarded as personal taxes for the purposes of the. present 
Convention: 

1. Under Polish law : 
(a) Income tax; 
(b) Tax on total estate. 

2. Under Hungarian law: 
(a) Income tax; 
(b) Tax on total estate. 

The above enumeration of direct taxes in force in the two Contractin Stat · n1 · as an example. g es IS o y g1ven 

The central financial authorities of the two Contracting States shall communicate to each 

1 Translated by the Secretariat of the League of Nations. 
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other at the end of each year a list of the impersonal and personal taxes in force in each of the 
two Contracting States. 

Taxes on interest due on debentures, savings deposits and current accounts which are regarded 
as taxes under Hungarian law shall be included in the categories of Hungarian impersonal taxes 
referred to in Sub-division I, 2 (c). 

Article 2. 

The tax on gross income from immovable property may only be levied by the State in which 
the immovable property is situated. 

Article 8. 

The tax on gross income derived from any kind of industrial and commercial enterprise 
shall be levied by the State in whose territory an undertaking has an establishment for the 
purpo~e ~!carrying on ~usiness in that territory, eyen when t~e undertakin~ in question extends 
1ts activities to the territory of the other Contractmg State Without possessmg an establishment 
in that State for the purpose of carrying on its business. 

Insurance and transport establishments, and institutions whose object is banking operations, 
shall also be regarded as industrial and commercial undertakings. 

For the purposes of the present Convention. an establishment in which the undertaking 
carries on business shall be taken to mean any permanent organisation of an undertaking in 
which the business of the undertaking is wholly or partly carried on. The following should 
more particularly be included under the term " establishments" : the seats of undertakings, the 
real centres of management, branches, subsidiary establishments, factories, workshops, offisce 
where purchases or sales are effected, storehouses, depots and all industrial or commercial 
installations maintained for the purpose of carrying on the business of the undertaking by the 
owner of the undertaking himself, by his authorised representatives, or by other permanent 
afents. The term " establishments" should also be held to include all permanent representatives 
o the said undertakings. 

· If a single undertaking possesses establishments in the territories of both Contracting States, 
it shall only be taxed in each of the territories of the two States on the pross income from the 
business activities of the establishment which is situated on the territory o the State in question. 
For the purpose of determining the division of the said gross income as between the two 
Contracting States, the financial authorities of the two Contracting States may require taxparers 
to produce their general statements of account, special accounts and any other documents proVIded 
for under the legislation of the respective Contracting States. Should it not be po5sible to use 
these accountancy documents, the central financial authorities of the two Contracting States 
shall consult together with a view to taking measures to ensure a fair and equitable division of 
the income. 

The words " general statements of account" shall be held to mean statements containing 
the general results of the undertaking which are kept and published in accordance with the laws 
of the State in which the seat of the said undertaking is situated. The words " special accounts". 
shall be held to mean the accounts which include the results of the management of the estab
lishment situated in the State levying the tax in question and which are kept and published in 
accordance with the laws of that State. The words " any other documents " shall be held to 
mean all doeuments connected with the management of the establishment which are necessary 
for the purpose of determining .the gross revenue of the said establishment situated on the 
territory of the State levying the tax. 

The Contracting Parties agree that the levying of the State tax on industrial and commercial 
profits, which is provided for by the Polish Law of July 15, 1925 (Legal Journal, No. 79, div. 550), 
mcluding the additional taxes ("centimes additionnels ") levied in the form of trading taxes 
on persons engaged in industrial pursuits and on pedlars and itinerant traders, is not contrary 
to the principles of the present Convention. 

The purchase of native raw materials, agricultural and forestry products, live-stock, poultry 
and miscellaneous goods, in so far as it takes place in the territory of one of the two Contracting 
States either for future sale in the territory itself or for purposes of export, shall be liable to 
taxation in the State in whose territory the purchase was made, even if the purchaser does not 
maintain any establishment for that purpose in the said territory. 
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Article 4. 

The impersonal tax on the gross income deriv-;<1 from work, a~d particul!lrly ·from ~he 
exercise of independent professions, shall only be lev1ed b~ the State m the territory of. whiCh 
the activities constituting the source of the income are carried ~n. Onlr the place at WhiCh the 
independent profession is constantly, and not merely temporarily, ca~1ed on shall be ~egarded 
as the place at which an independent profession.is e~ercised. I~ partlCu.lar, the followmg shall 
be regarded as independent professions : occupations m the do~ams of. sc1ence, fine arts, le~ters, 
instruction or education, and the professions of doctor, dentist, assistant doctor, vetermary 
surgeon, barrister, notary, architect and engineer. . · . . , 

Periodical salaries or allowances payable by the pubhc funds (State! national, d1s~nct, 
municipal, communal, etc.) and granted in return for present or past se~1ces or profes~1onal 
activities, such as salaries, retiring pensions, grants, etc., shall only be subJect to the tax m the 
State in the territory of which these payments are made. _ 

Article 5. 

The impersonal tax on gross income from the investment of floating capital, and particularly 
on gross income from transferable securities, savings deposits and current accounts, should 
be levied by the State in the territory of which the domicile of the "debtor" is situated. 

Should the undertaking which accepts savings deposits or current accounts possess estab
lishments in the territory of both Contracting States, each State shall levy the tax on the interest 
due on the deposits accepted by the establishment situated in its territory. Nevertheless, the 
tax on gross income derived from claims and rights secured by mortgage shall be levied by the 
State in whose territory the immovable property is situated. 

Article 6. 

The tax on directors' fees paid by companies shall be levied by the State in whose territory 
the seat of the company in question is situated. Should, however, the centre of manaaement 
be situated in the other State, only the latter State shall have the right to levy the tax. o 

Article '1. 

The impersonal tax on various fonns of gross income not enumerated in the above articles 
shall be levied by the State in whose territory the perwn receiving such revenue is domiciled. 

Article 8. 

The personal tax on the taxpayers' total income shall be levied by each of the Contracting 
States in accordance with the following rules : 

1. Income tax derived : 

(a) From immovable property; 
(b) From ~!aims !ind rights secured by mortgage; 
(c) From mdustr_Ial an~ commercial undertakings; 
(d) From work (mcludmg remuneration payable by public funds); 

shall be levied according to the principles laid down in Articles 2 to 5. 

. 2. ~n oth~r kinds of income, and particularly on income derived from dividends, 
direct'?rs fees, mterest. on transferaJ:>le securities and on deposits in banks, the tax shall 
be levied by the State m whose territory the person receiving such income is domiciled. 

S~ould the taxpayer ~ssess a d~micile in both Contracting States the ersonal tax shall 
be levied u~n each of them m p~port10n to t_he length of his stay during' the fi~cal ear. 
, . ThefpehriodS of the t~xpaye~ s stay. outside both Contracting States shall b! reckoned in 
.a, our o t e tate of whiCh he 1s a national. 
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Article 9. 

The permanent tax on total estate shall be levied by each of the Contracting States exclusively 
on such portion of the property as is situated in its territory. 
· In particular, when the estate consists of immovable property, claims and rights secured 

by mortgage, and industrial and commercial undertakings, the taxation thereof shall be effected 
in accordance with the principles laid down in Articles 2, 8 and 5 of the present Convention 
concerning the taxation of gross revenue derived from the same. 

The principles laid down in Article 8 of the present Convention concerning taxation of 
total income shall apply to every other kind of movable property and particularly to transferable 
securities and the various bank deposits. • 

The above-mentioned principles shall also apply to the single extraordinary capital levy, 
should the same be introduced in the Contracting States after the coming into force of the present 
Convention. 

The provisions of the present Convention shall not apply to the single extraordinary capital 
levy imposed before the coming into force of the present Convention, even if the payments have 
not yet fallen due in accordance with the law. 

Article 10. 

The principles laid down in Article 9 of the present Convention with regard to the taxation 
on total estate shall also apply to the tax on the increment of total estate should such a tax be 
introduced in either of the Contracting States. 

A1ticle 11. 

For the purposes of the present Convention, the domicile· of the taxpayer shall be taken 
to mean the place in which he has an abode, provided that, in view of the circumstances, it may 
be assumed that he intends to retain it as a permanent dwelling, or the place where he resides 
if there is reason to assume, in view of the circumstances, that it is not his intention to reside 

·there only temporarily. 
For the purposes of the present Convention, the domicile of a corporation shall be. taken 

_to be its seat, or, failing such, the place at which its centre of management is situated. 

Article 12. 

Dipl<lmatic, consular and special representatives of the two Contracting States when they 
are officials de carriere, and also officials attached to them and persons in their service or in the 
service of their officials, shall be exempt from direct taxes m the State to which they are 
accredited. 

This exemption shall be granted to these persons onl;r if they are nationals of the State 
they represent and provided that within the State to wh1ch they are accredited they do not 
carry on any gainful occupations outside their official duties. Nevertheless, the exemption in 
question shall not e:!l."tend to the tax leviable on the part or parts of the total estate referred to 
in paragraph 2 of Article 9, nor to taxes on gross revenue or the total net income from such 
sources. 

The above provisions shall not affect the right to enjoy more extensive privileges or 
exemptions provided for by the existing laws of the two Contracting States. 

Article 13. 

Should the taxpayer be of opinion that the taxation levied on him is contrary to the 
provisions of the present Convention, he may submit a claim with regard to the matter to the 
competent authorities of the State of which he is a national, even should such a claim not be 
allowed by the legislation of the said State. 

This claim must be submitted within one year from the date on which the order for pay
ment is served. 

2 
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Should the central financial authorities of the State of which the taxpayer is a national 
recognise that the grounds of the claim in question a~e well founded, t~ey .shall arrange. with 
the central financial authorities of the other State with a VieW to fixmg Just and equitable 
taxation. 

Article 14. 

In order to prevent double taxation in. cases not express~y provid~ for in th~ p~sent 
Convention, and also in cases of doubt or difficulty as to the mterpretatlon or application of 
the present Convention, the central financial authorities of the two Contracting States may 
conclude a special agreement. . 1 

Article 15. 

The Contracting States agree to assist each other in the assessment of the taxes covered 
by the present Convention and in the collection of such taxes and the serving of the necessary 
notices. 

The Governments of the two Contracting States may conclude a special agreement in respect 
of the procedure to be followed. · 

• 
Article 16. 

The present Convention shall be ratified and the instruments of ratification shall be 
exchanged at Budapest as soon as possible. It shall come into force on the thirtieth 'day from 
the date of the exchange of the instruments of ratification, and shall apply to those taxes the 
payment of which, in accordance with the rules in force in each of the two Contracting States, 
falls due after December 81, 1927. . · 

The present Convention shall remain in force until it is denounced by either Contracting 
State, such denunciation to be notified at least six months before the expiration of the calendar 
year. . 

If it is denounced within the prescribed period, the Convention shall cease to be operative 
on the expiration of the calendar year in question for all cases in which the payment of the tax 
falls due after that date. 

Done in duplicate at Warsaw on May: 12, 1928. 



-19-

AUSTRIA AND HUNGARY. 

TRANSLATJON.l 

PROTOCOL DATED .JUNE 25, 1928, CONCERNING THE SUPPLEMENTARY 
PROVISIONS AGREED UPON BY THE . REPRESENTATIVES OF ,THE 
AUSTRIAN FEDERAL MINISTRY OF FINANCE A~rn THE RQYAL 
HUNGARIAN MINISTRY OF FINANCE WITH REGARD TO THE 
AGREEMENTS CONCLUDED UNDER THE VIENNA PROTOCOL OF 
NOVEMBER 8, 1924, CONCERNING THE DIVISION OF INCOME FOR 
PURPOSES OF TAXATION OR, AS THE CASE l\IA Y BE, OF PROFITS 
DERIVED FROl\I PRODUCTIVE ~'DERTAKINGS. 

(" Collection", C.845,M.102.1928.11, p. 50.) 

PRod:s-VERBAL. 

For the application of the provisions concerning the taxation of productive undertakings 
operating in both States, agreed upon in pursuance of Article 8 of the Treaty of November 8, 1924., 
which was concluded with a view to assuring the adjustment of taxation at home and abroad, 
in particular for the prevention of double taxation in the field of direct taxation, and for the 
regulation of collaboration between the courts and authorities of the two Parties in matters of 
taxation, and laid down in the Austrian Decree of November 16, 1925, BGBI. 4.39, and in the 
Hungarian Edict Z1.169.850.VII.1925, the following provisions shall be ordained by decree 
in both States in pursuance of Article 16 of the aforesaid Treaty and of the Treaty concluded 
this day concerning mutual legal protection and assistance in the matter of taxation : 

1. In the case of undertakings subject to the corporation tax, which possess business 
establishments in both States, the amount of the tax shall, in the first instance, be assessed at 
the expiry of the calendar or business year upon the results of which it will be based by the 
competent authority in the State in which the said undertaking has its seat. In the case of 
undertakings which are subject to the general tax on business profits, the amount of the tax 
shall, in the first instance, be assessed by the competent authority of the State in which the 
general accounts are kept, or, failing such, by the authority of the State in which the owner is 
domiciled. If this rule is inapplicable, the two Ministries of Finance shall agree as to which 
of the authorities shall, in the first place, assess the tax. They shall also communicate to each 
other lists of cases of this category. 

2. The authorities shall be instructed to deal with special diligence with cases of taxpayers 
whose profits have to be divided for purposes of taxation. The assessing authority shall, within 
the six months following the expiry of the general time-limit for making returns, submit directly 
to the corresponding authorities of the other State, the figures they have obtained concerning 
the total profits of the undertaking and the individual profits of each establishment, together 
with the figures upon which the tax assessment has been based (including detailed valuations, 
if any) and the total and individual business turnover figures. The fiscal authorities of the other 
State shall issue the income tax claims for the period in respect of which the data co~municated 
are applicable, within three months after the receipt of the said data. The above provisions 
concerning the exchange of data obtained by the fiscal authorities shall also be applicable in 

·the case of any subsequent modifications of the basis of assessment. 
8. These data shall be communicated without a special request to that effect. This rule 

shall be laid down once and for all with regard to all cases of the kmd under consideration. Should 
the investigations made by the authorities of the other State render a modification necessary, 

1 Translated by the Secretariat of the League of Nations. 
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these authorities shall immediately communicate the fact to the authorities responsible for the 
first assessment, so as to enable both Parties to come to an agreement in the matter. For the 
rest, the provisions agreed upon for. the application of the Treat~ ~oncerning leg~ assistance 
shall be applicable to the direct relatiOns between the fiscal authorities of both Parties. 

· 4. Should the data so communicated prove inadequate, the right to make special enquiries 
by having recourse to the legal assistance generally agreed upon shall remain unaffected. 

5. The authorities responsible for the first assessment shall, upon request, prolong, for 
from one to thirty days after the issue of the demand note of the other State, the period allowed 
for legal recourse agamst a decision adopted as a result of an assessment made by them. · 

6. Should the periods laid down in the above provisions for the assessment of taxes not be 
observed by the fiscal authorities of one State, the other State shall not be obliged to postpone 
procedure in the matter of the assessment of the tax or of legal recourse. 

7. This Agreement (1 to 6) shall be applicable for the first time to assessments based upon 
returns for the year 1928. The provisions agreed upon above shall be published immediately 
after the coming into force of the Treaty signed this day concerning legal protection and 
collaboration between the courts and authorities of the two Parties in matters of taxation. 

8. The provisions laid down in regard to the rescission of the Austrian Decree of November 16, 
1925, BGBI. 439, and of the Hungarian Edict Z1.169.350.VII.1925, shall also be applicable to 
the rescission of the present Agreement. . 

9. The approval of the present Agreement by the Finance Ministers of the two Parties 
shall be notified reciprocally at the latest within the week (eight days) following the exchange 
of the instrument of ratification of the Treaty signed this day concerning legal trotection and 
collaboration between the courts and authorities of the two Parties in matters o taxation. 

Budapest, June 25, 1928. 
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HUNGARY AND AUSTRIA. 

TRANSLATION, 1 

PROTOCOL, DATED JUNE 15, 1929, RELATING TO THE TAXATION OF 
RAILWAY ENTERPRISES WIITCH ARE OPERATED IN THE TERRITORY 
OF BOTH STATES. 

In pursuance of paragraph 9 of the Final Protocol to the Treaty between the Kingdom of 
Hungary and the Austrian Republic, dated November 8, 1924,1 for the adjustment of taxation 
at home and abroad and, in particular, for the prevention of double taxation in the field of 
direct taxes and for legal co-operation in matters of taxation, the undersigned representatives 
of the Royal Hungarian Ministry of Finance and of the Austrian Federal Ministry of Finance 
have agreed as follows in regard to the taxation of railway enterprises which are operated in 
the territory of both States : · 

I. Railway enterprises which have their seat in one of the two States and whose operation 
extends to the territories of both States, shall only be liable to the tax on business rrofits in the 
State in which they have their seat, such taxation being levied on the whole o the railway 
operation, except where a section of line situated in the territory of the other State exceeds 
15 kilometres in length; in such case, taxation shall be levied in the two States in proportion 
to the extent of the operations in each single State (Article 8, paragraph 8 of the Taxation 
Treaty). On the application of either of the financial administrations, a special agreement 
shall be concluded regarding the bases for this assessment of taxation in each particular case. 

2. This agreement shall apply for the first time to taxation established on the basis of the 
results of the year 1928, and shall remain in force until denounced. The provisions of Article 19 
of the Taxation Treaty shall apply, mutati8 mutandi8, to such denunciation. 

8. The necessary arrangements for the execution of this Agreement shall be made in both 
States by means of decrees. Prior to their promulgation, the two Finance Ministries shall 
inform each other direct of the signature by the Finance Minister of the decrees in question. 

Vienna, June 15, 1929. 

1 Translated by the Secretariat of the League of Nations. 
1 " Collection" C.345.M.l02.19:!8.11, page 46. 
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AUSTRIA AND CZECHOSLOVAKIA. 

TRANSLATION. 1 

DECREE OF THE AUSTRIAN FEDERAL MINISTER OF FINANCE, DATED 
MAY 24, 1929, REGARDI~G THE EXECUTION OF THE TREATY BETWEEN 
THE AUSTRIAN REPUBLIC' AND THE CZECHOSLOVAK REPUBLIC OF 
FEBRUARY 18, 1922,. FOR THE ADJUSTMENT OF TAXATION AT HOME 
AND ABROAD, AND IN PARTICULAR FOR THE AVOIDANCE OF DOUBLE 
TAXATION IN THE MATTER OF DIRECT TAXES, Federal Legal Gazette, 

No. 2, of 1923. 
("Collection", C.845.M.l02.1928.11. page 21.) 

. For the purpose of executing the Treaty between the Austrian Republic and the Czechoslovak 
Republic dated February 18, 1922, Federal Legal Gazette, No. 2 of 1923, and an Agreement 
concluded between the Federal' Minister of Finance and the Minister of Finance of the Czecho
slovak Republic in accordance :with this Treaty (Article 8), as well as the Treaty between the 
Austrian Republic and the Czechoslovak Republic dated July 12, 1926, Federal Legal Gazette, 
No. 81 of 1929 (No. 6 of the Final Protocol), it is provided, with a view to supflementing the 
Decree of the Federal Ministry of Finance dated November 25, 1922, Federal Lega Gazette, No. 8 
bf 1923, that: · 
· · § 1. In taxing business enterprises which maintain establishments (Betriebsstii tten) in 
Austria and Czechoslovakia, the following procedure shall be observed in making the assessments 
in both countries : 

1. In the case of enterprises which possess establishments (Betriebsstiitten) in 
both countries and which are liable to corporation tax (special tax on profits), the 
assessment based on the figures and results for the last calendar or business year shall 
be first undertaken by the authorities of the State in which the enterprise has its seat. 
In the case of enterprises liable to the general ta.'l: on profits, the assessment shall be 
begun by the authorities of that State in whose territory the main bookkeeping oP.erations 
are conducted, or, failing such, by the authorities of the State in whose territory the 
owner is domicil~. Should it be impossible to apply this rule, the Finance Ministries 
of the two countries shall come to an agreement as to which authorities take action 
first. They shall also communicate to one another lists of the cases in question. 

2. The cases of assessment of taxpayers in which the profits have to be apJ?ortioned 
s~all. bt; disposed of with spe~ial promptitude. The assessment authorities shall, 
W:Ithm six months after !he expiry !l~ the period allowed for declarations, communicate 
direct to the correspondmg authorities of the other State the fi~;~:~res ascertained by 
t;hem for the total profits and the ~eparate profits of the individual business estab
lish~ents, the figu~es adopted as basiS for tax assessment (including, if possible, the 
various sums of whiCh ~h~ taxable. ~mount consists), the total turnover and the separate 
figures of t_urnover. Similar provisio~s shall ~ppl;r in the case of subsequent alterations 
of the basis of assessment. No specml applicatiOn need be made for transmission of 
such data. It sha_ll_ be taken as made once and for all in the cases referred to. The 
assess~ent autho~Ibe!! of _the other State, within three months from receipt of the 
afor~a1d commumcatlon,_Issue _the_order to pay for the tax period to which the data 
received refe~. In case !nvestigations made by the authorities of the other State 
should necessitate alterations, these authorities shall immediately give notice thereof 

-----
1 Translated by the Secretariat of the League of Nations. 



-23-

to the authorities who first carried out the assessment in order that both parties may 
agree as to the further action to be taken in the matter. Direct communication between 
the authorities shall be governed by the provisions for execution of the Treaty on 
Judicial Assistance. 

8. Should the information be insufficient, each Administration shall retain the 
right to make special investigations in accordance with the general rules relating to 
judicial assistance. 

4. The Administration which has first made the assessment shall, on request, 
extend theferiod during which appeal may be made against a decision given regarding 
the basis o the apportionment made until the expiry of the term of thirty days from 
the despatch of the order to pay to the other State. Should the periods provided 
under No. 2 for undertaking the assessment not be observed by the authorities concerned, 
the Administration of the other State may, without further delay, proceed to make 
the assessment or have recourse to legal action. 

5. The foregoing regulations (Nos. 1 to 4) shall be applied for the first time in the 
assessment of the results of the year 1928 (1927·28). Resort may be had to the 
general arrangements relating to mutual judicial assistance in order to obtain the 
corresponding data for ass.essments for the previous years. · 

§ 2. In the case of corporation tax (tax on industrial and commercial profits) payable 
by credit institutions and insurance companies which maintain establishments (Betriebsstatten) 
in Austria and in Czechoslovakia, the apportionment of the amounts among the establishments 
(Betriebsstiitten) operating in the two countries shall be effected as follows: · 

1. In the case of branches of credit institutions, the portion of the undertaking's 
total turnover assigned to the branch shall be that which corresponds to the ratio 
between ·the staff expenditure of the branch and the staff expenditure of the whole 
undertaking. 

2. In the case of branches of insurance companies, apportionment shall be effected 
in the proportion which the annual net premiums (after deduction of bonuses) earned 
by the branch bear to the aggregate net premiums collected by the whole undertaking. 

8. The foregoing regulations (Nos. 1 and 2) shall be applied for the first time in 
the case of the 1928 assessment. 
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(b) Agreements distinguishing between Personal 
and Impersonal Taxes. 

ITALY AND FRANCE. 

TRANSLATION. 1 

CONVENTION BETWEEN ITALY AND FRANCE FOR THE AVOIDANCE OF 
DOUBLE TAXATION AND THE SETTLEMENT OF OTHER FISCAL 
QUESTIONS, SIGNED AT ROME ON JUNE 16, 1930.• 

HIS MAJESTY THE KING OF ITALY and THE PRESIDENT OF THE FRENCH REPUBLIC, being 
desirous of avoiding double taxation and settling certain other fiscal questions, have decided to 
conclude a Convention : 

Part I.-Double Taxation. 

Article 1. 

The object of the present Convention is to avoid the double imposition of impersonal or 
personal direct taxes on the taxpayers of the Contracting States. 

For the purposes of this Convention, direct taxes are those which are levied directly on 
income, whether on behalf of the State, or on behalf of the provinces, departments and communes, 
even when in the form of " supplementary" taxation. 

This Convention prescribes separate rules for impersonal direct taxation and for personal 
direct taxation. , 

For the purposes of this Convention, impersonal taxes are the direct taxes levied on the 
various classes of income separately. Personal taxes are the direct taxes levied on the total 
income of each taxpayer as a separate person. 

At the date of the present Convention, the impersonal taxes referred to are the .following: 

1. Under Italian Law: 
(a) The land tax (imposta aul reddiw dei terreni); 
(b) The tax on buildings ( imposta aul reddiw dei fabbricati) ; 

. (c) The ~x on income derived from movable property (imposta sui wlditi di 
Ttcchezza mobtle) ; 

(d) The tax on income derived from agricultural property ( imposta aui redditi 
agrarz). 
2. Under French Law: \ 

(a) The propert;r tax (~oth land and buildings); 
(b) The tax on mdustrial and commercial profits· 
(c) The proportional mining royalty; ' 
(d) The tax on profits_ derived from agriculture; 
(e! The tax on salaries, fees and emoluments, wages, pensions and life 

annUities; 
(f) The tax on J?rofits fro~ non-commercial professions; · 
(g) The tax on mcome derived from transferable securities and capital. 

-----
1 Translated by the Secretariat of the League of Nations. 
1 This Convention has not yet been ratified. 
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The personal taxes referred to are the following : 
1. Under Italian Law: 

The graded surtax on total income (imposta complemet1tare progressiva sul 
reddito complessivo del contribuente) • 

. 2. Under French Law: 
The general income tax. 

SECTION I.-IMPERSONAL TAXES. 

Article 2. 

Under reservation of the exceptions resulting from subsequent articles, impersonal taxes 
shall, in principle, be levied in the country from which the income is derived. 

Article 8. 

Income derived from immovable property, up to the amount of its actual or estimated 
rentable value, together with all other income from such property which is not covered by 
Article 6 below, shall be taxable in the State in whose territory such immovable property is 
situated. 

Article 4. 

Income derived from public funds, bonds, loans, deposits and deposit accounts, and from 
all other claims, shall be taxable in the State where the party liable in respect of such payments 
is established. 

If the .!?arty liable has permanent establishments in the sense of Article 6 below in both 
States, and 1f one of these establishments, within the ambit of its ordinary operations, contracts 
a loan or receives a deposit, the tax shall be levied by the State in whose territory such 
establishment is situated. 

Article 5. 

Income derived from shares or similar interests, or from limited partnerships, or from shares 
in companies regulated by the Civil Code and limited liability companies, shall be taxable in 
the State where the actual seat of the company is situated. 

Article 6. 

Income derived from all industrial, commercial, mining or agricultural undertakings shall 
be taxable in the State in whose territory there are permanent establishments, even when 
the undertaking extends its operations to the territory of the other State without having an 
establishment there. · 

For the purposes of the present Convention, the term " permanent establishment" shall 
be understood to mean a permanent productive organisation belonging to the undertaking, in 
which all or some of the activities of the undertaking are carried on. 

If the undertaking has permanent establishments in both the Contracting States, each 
State shall tax that part of the income which is derived from the OJ?erations of the establishment 
situated in its territory, and, to this end, the taxpayer shall subm1t for examination his general 
and special accounts and all documents necessary for the division of the income. 

In the absence of a system of accountancy regularly showing such income separately, the 
financial authorities of the two Contracting States shall concert rules for apportionment. 

Article 7. 

Profits,derived from shipping or air navigation undertakings shall be taxable only in the 
State in whose territory the actual central headquarters of the undertaking are situated, provided 
that the ships or aircraft fly the flag or possess the nationality of such State. 
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Article 8. 

Percentages, attendance fet;S, and other. emolu~ents ~f directors of limited companies 
shall be taxable in accordance w1th the rule la1d down m Article 5. 

Article 9. 

Income derived from work, including income derived from . the liberal Pt"?fession~, 
shall be taxable in the State in whose territory the personal occupation whenc~ the. mco~e IS 
derived is carried on. A liberal profession shall be deemed to have been practt~ed m a g1ven 
place only if the professional occupation is carried on there in a pe~anent estabhsh'!le~t. 

Private pens1ons shall be taxable in the State where the party !table to pay them ts Situated. 
Salaries, wages, annuities, pensions and other remu!lerations I!ayable by the Sta~e, by 

provinces or departments, by communes and other pubhc corporations regularly constituted 
m accordance with the municipal law of the· Contracting States, shall be taxable in the State 
to which the party liable to pay them belongs. 

Article 10. 

Life annuities and income derived from all lucrative occupations not specified in the previous 
articles shall be taxable in the State on whose territory the recipient has his fiscal domicile. If 
the taxpayer has fiscal domicile in both States, the tax shall be levied by the State of which 
he is a national. 

Article 11 • 

. By derogation from Articles 4r and 5 above, each Contracting State may, for the purpose of 
mamtaining equality of fiscal burdens in its territory or among its nationals, impose an impersonal 
tax, in accordance with its general law, on income derived from foreign capital invested in its 
territory and on income derived from national capital invested abroad in the form of State funds, 
shares or bonds; but, in that case, it shall agree to deduct in advance, from the taxes levied 
under its own general tariff, those paid in the other State for the same object. 

SECTION 11.-PERSONAL TAXES. 

Article 12. 

The perso~al tax on to~l incomt; shall be le.vied ~y the S~ate within whose territory the 
taxpayer has h1s fiscal domtctle, that IS to say, hiS ordmary res1dence understood in the sense 
of permanent abode. . ' 

Article 13. 

Jt: th~ taxpayer has fi_scal domicile in both the Contracting States, the personal tax shall 
be !evted m ~ch o! them m proportion to the period spent there during the fiscal ear An 
penod spent m a th1rd country shall be reckoned to the account of the State of which t~e ta~pay!r 
IS a SUbJect. 

SECTION 111.-l'tiiSCELLANEOUS PROVISIONS. 
' 

Article 14. 

in d!!~l~e:X~~~:'t~::x~~v!~ea::t~~:ut~oriti~ of the Contracting States have resulted 
subject; if the protest is admitted to be justiAedotlta a protT to ~he State .of which he is a 
sh~ll be authorised to arrange with the suprem~ fin~~~fale:~h n;nctafl athuthonty of such State 
a Just remedy for the double taxation. orl Y o e other State to find 
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Article 15. 

The Contracting Parties entrust the supreme financial authorities of the two States with 
the conclusion of agreements for the avoidance of double taxation in cases not specifically 
provided for in the present Convention, and with the settlement of any difficulties arising out 
of it in practice. , 

1 

PROTOCOL. 

At the moment of signing the present Convention, concluded on this day's date between 
Italy and France regarding double taxation and administrative assistance, the undersigned 
plenipotentiaries have made the following declarations, which shall form an integral part of 
the said Convention : 

1. The term "permanent establishments" in the sense of Article 6 of the Convention, 
shall include, not only the head offices and the actual headquarters, but also the branches, 
agencies, factories, works, laboratories, premises for purchase and sale, warehouses and other 
commercial establishments in the nature of permanent remunerative organisations, together 
with permanent representatives' offices. 

2. The rules laid down in paragraphs 8 and 4 of Article 6 of the Convention shall be applied 
if there is, in one of the States, an undertaking which, while legally independent under the law 
of that country, is connected with or related to an undertaking established in the territory of 
the other State in the way of dependence or participation, so that the two undertakings constitute 
a single economic unit. 

8. In the third paragraph of Article 6 of the Cpnvention, 

(a) "General accounts" shall mean those showing the general results of the 
undertaking and drawn up and published in accordance with the laws of the State 
in which the head office or actual headquarters of the undertaking is situated; 

(b) "Special accounts" shall mean those showing the results of the conduct of 
the establishments situated in the State which levies the tax and drawn up and published 
in accordance with the laws of such State; 

(c) "All other documents" shall mean all documents relating to the conduct of 
the establishments and necessarr for the calculation of the income derived from such 
establishments which is taxable m the State levying the tax. 

4. It is understood that, under the rule laid down in Article 7 of the Convention, shipping 
or air navigation undertakings whose actual headquarters are in Italy and whose ships or 
aircraft fly the Italian flag or have Italian nationality and embark or disembark passengers or 
goods in French territory shall not be subject to licence fees or to any other tax which may be 
substituted for them, ·if such enterprises have neither agencies nor branches in that .territory, 
even though they may use the services of an intermediary to collect freight or sell tickets. 

Reciprocally, neither the Italian provincial and communal tax on industry, commerce, 
professions and trades, nor the trader's tax, nor any other tax that may be substituted for it, 
shall be imposed upon French shipping or air navigation undertakings whose ships or aircraft 
fly the French flag or have French nationality and embark or disembark passengers or goods 
in Italian territory under the conditions indicated in the preceding paragraph. 

It is, moreover, agreed that the taxes from which the undertakings SJ?ecified in Article 7 
of the Convention may be exempted by the effect of that article shall not be cla1med retrospectively 
save when process of collection shall have been initiated before the date of the present Convention. 

• Part II (Administrative Assistance) appears in a special chapter, page 86. 
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5. As regards the taxation of private pensions ?n. accordance with t~e rule lai~ d'?wn !n 
the second paragraph of Article 9 of the Convention, Jt IS understood that, 1~ the pensiOn Js ~a1d 
by an undertaking which has establishments in both countries, the establishment responsible 
for making the payment shall be considered the party liable. 

6. It is expressly stated that, in accordance with Articles ~· 5 and 11. of the Convention, 
and by derogation from general French lLaw, Italian compames shall enJ?Y the benefits of 
Articles 27, 28 and 29 of the French law of July 81, 1920, and of ArtiCle .25 of that of 
:March 19, 1928, under the conditions fixed by the said articles. 

7. It is expressly stated that, for the purposes of Article 11 of the Convention, the expression 
"national capital" shall mean, as regards France, capital supplied by companies whose seat 

· is in France or by persons domiciled in France. 
In acrordance with Article 11, the French Government shall take the following measures : 

(a) It shall cease to levy the tax on income derived from undiscounted foreign 
securities so far as it applies to Italian securities which have been taxed at the rate 
of 20 per cent in Italy; · 

(b) It shall cease to levy the tax of 16 per cent on discounted Italian bonds which 
have been taxed in Italy at the rate of 20 per cent. 

The same rules shall be applicable mutatis mutandis to Italy. 
Should Italy lay a tax on transferable Italian securities, the French tax shall only be levied 

on the same income after deduction of the tax levied in Italy. 
Should Italy lay a tax on income derived from transferable foreign securities, such tax 

shall only be levied after deduction of the tax paid in France. · 
8. Regard being had to the law now in force in Italy, it is expressly stated that, under 

Article 12 of the Convention, taxpayers who have their fiscal domicile in French territory, and 
who, as such, are liable to personal taxation, shall not be liable to personal taxation in Italy in 
resp~~ of the income derived from their property situated in Italian territory, if they have no 
dom1cde there. . 

9. It is expressly stated that, for the purposes of Article 18 of the Convention, each State, 
after calculating the personal tax on the taxpayer's total income in accordance with its own 
scale, shall reduce the sum thus obtained to that proportionate to the period spent in its territory. 

10. Students residing in one of the Contracting States solely for the purpose of their studies 
shall not be taxed by such State on any allowances they may receive from their relations resident 
in the other State, provided that such allowances constitute the major portion of the funds 
necessary to them for their maintenance and studies. 

Done at Rome in duplicate on June 16, one thousand nine hundred and thirty. 
~ 
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' 
2. AGREEMENTS CONCERNING SUCCESSION DUTIES 

AND DUTIES ON GIFTS 
' 

HUNGARY AND POLAND. 

TRANSLATION. 1 

CONVENTION BETWEEN THE KINGDOM OF HUNGARY AND THE REPUBLIC 
OF POLAND FOR THE PREVENTION OF DOUBLE TAXATION IN THE 
MATTER OF SUCCESSION DUTIES, SIGNED AT WARSAW, MAY 12, 1928. 

lhs SERENE HIGHNESS THE REGENT OF HUNGARY and HIS EXCELLENCY THE PRESIDENT 
OF THE REPUBLIC OF PoLAND, being desirous of preventing tlouble taxation in the matter of 
succession duties, have agreed to conclude a Convention with this object. 

Article 1. 

Immovable property, including appurtenances, left by nationals of one of the two Contracting 
States shall be liable to succession duty only in the Contracting State in which the property is 
situated. 

The question whether a specific item of property forming part of the estate is to be regarded 
as immovable property or not shall be settled in accordance with the laws of the Contracting 
State in which such property is situated. The question as to what constitutes " appurtenances " 
shall be settled by the laws of the Contracting State in which the immovable property is situated. 
Rights to which the provisions of civil law relating to immovable property are applicable, and 
also the right of usufruct of such property, and rights which are secured by or constitute a charge 
upon the said property, shall be regarded as immovable property. Such rights should be regarded 
as existing in that one of the two Contracting States in which the immovable property is situated 
to which those rights related. 

All undertakings or share in undertakings, all property intended for a branch or subsidiary 
establishment of an undertaking, and any share m the branch or subsidiary establishment, in 
so far as they do not involve a right of participation connected with the holding of stock or 

. mining shares, shall be liable for succession duty in that one of the two Contracting States in 
which the undertaking or branch establishment is situated. 

Article 2. 

With regard to the constituent parts of the estate left by a national of one of the two 
Contracting States and to which the provisions of Article 1 do not apply, the following principles 
shall be observed : 

(a) The said constituent parts shall, in principle, be liable to succession duties 
in that one of the two Contracting States of which the deceased was a national at the 
time of his death. 

1 Translated by the Secretariat of the League of Nations. 
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(b) If, however, the deceased, at the time of his death, .had his dom~cile in the 
other Contracting State, the constituent part ~f the estate s1~uat~ therem shall be 
liable to succession duty in that State, except Jn the case specified m paragraphs (c) 
and (d). . 

(c) If the deceased, at the time of his death, had a .domicile in bot~ Contracting 
States the said constituent parts of the estate shall be bable to successiOn duty only 
in that one of the two Contracting States of which the deceased was a national. 

(d) Should the person acquiring the inherited property be a national of one of 
the two Contracting States at the time of the death 'of the pe~on leavin~ the property,. 
the property inherited by him shall be liable to the succession duty m force m the 
Contractin~ State of which he was a national at t~~ time in question; neyerthe~e~s, 
this provision shall not apply when the person acqumng the property had h1s dom1c1le 
in the other Contracting State. · 

For the purposes of the present Convention, the term " domicile " sh~ll mean the place 
in which a person has an abode, provided that, in ~iew of the circumstances, 1t m!ly b~ assum~ 
that he intends to retain it as a pennanent dwellmg, or the place where he res1des If there IS 
reason to assume, in view of the circumstances, that it is not his intention to reside there 
only temporarily. 

Article 8. 

The question as to the place at which the constituent parts of an estate, referred to in 
Article 2, are situated shall be decided in accordance with the following principles : 

(a) In the case of debts, the decisive factor shall be the place of domicile of the 
deceased, 

(b) In the case of scrip and commercial bills (such as bills of exchange, promissory 
notes, etc.) the place where they were deposited at the time of the death. 

(c) In the case of rights for which special registers are kept by the authorities 
for the purpose of entering the names of the persons entitled, the decisive factor shall 
be the place at which such registers are kept. ' 

Article'· 

Bequests which do not relate to a specific object shall be treated as if they were to be paid 
out of the property referred to in Article 2, in so far as such property is adequate to pay them. 
Such bequests shall be divided in proportion to the value of the constituent parts of the above
mentioned property situated in each of the two Contracting States. Any balance of such 
bequests which cannot be paid. in t~e abo~e-mention~ manner shall be regarded as to be made 
good out of the estate as specified m Art1cle 1, and m that case such balance shall be divided 
in proportion to the value of the parts of the estate, as specified in Article 1 situated in each 
of the two Contracting States. ' 

Article 5. 

Debts and burdens chargeable to or secured on the property specified in Article 1 shall be 
deducted fro~ the value of such property. Where the deceased was also personally liable for 
such. deb~, any ~alance thereof wh~c~ cannot be !~let as above shall be deducted from the property 
specified m ArtiCle 2. The. provlSI~ms of ArtiCle ' concerning the proportionate division of 
~~ests between property s1tuat~ m each of the two Contrapting States shall be applied in a 
similar manner to the above-mentioned debts and burdens. 

The provisions of Article 4 shall apply in a similar manner in the case of other debts and 
burdens. . 

Article 6. 

. The. present Conve~tion s~all not ~ffect the right of either of the Contracting States to 
lmJ?OSe. m acc~rdance w1th the1r ~es~ecbye laws, succession duties on those parts of the estate 
which are not bable to taxes of th1s kmd m the other Contracting State. 
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Article 1. 

If, under the provisions of the present Convention, the estate in each of the two Contracting 
States is only liable in part to succession duty, then, in such cases, the amount of such duties 
leviable in one of the Contracting States shall be exclusively assessed on the value of the property 
liable to the duties in that State. 

Article 8. 

For the purposes of the present Convention, the term " succession duty " shall mean all 
taxes levied on the transfer of property on death in virtue of laws which are, or may hereafter 
be, in force in each of the Contracting States. . 

Article 9. 

The Contracting States agree to assist each other in the assessment of the tax covered by 
the present Convention, and in the collection of the tax and the communication of the necessary 
notifications. The Governments of the two Contracting States may conclude a special agreement 
with regard to the procedure relating thereto. · 

Article 10. 

If, in individual cases, doubts arise as to the application of the provisions of the present 
Convention, the difficulties shall be settled in agreement by the Finance Ministers of the two 
Contracting States. · . 
' · · Article 11 • 

. ' 
· The present Convention shall be ratified and the instruments of ratification shall be 
exchanged at Budapest as soon as possible. It shall come into force on the thirtieth day after 
the date of the exchange of the instruments of ratification, and shall apply in all cases in which 
the person leaving the property dies after the Convention has come into force. 

The present Convention shall remain in force until denounced by either of the Contracting 
States not less than six months before the end of a calendar year. 
. If denounced within the period laid down, the present Convention shall cease to be operative 

on the expiry of the same calendar year for all cases in which the person having the property 
dies after the close of the said year. · , _ 

Done in duplicate at Warsaw, 1\lay 12, 1928. 
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II. LIMITED AGREEMENTS RELATING TO SPECIFIC 
CATEGORIES OF TAXABLE WEALTH. 

(b) Agreements relating to the profits of Maritime Shipping 
Enterprises. 

BELGIUM AND DENMARK. 

TRANSLATION. 1 

CONVENTION BETWEEN BELGIUM AND DENMARK FOR THE PURPOSE 
OF PREVENTING THE DOUBLE TAXATION OF INCOME DERIVED 
FROM SillPPING UNDERTAKINGS IN THE TWO COUNTRIES, SIGNED 
AT BRUSSELS, DECEMBER 21, 1928. 

(Journal Officiel beige, No. 249, 1930.) 

THE RoYAL BELGIAN GovERNMENT and THE RoYAL DANISH GoVERNMENT, being desirous 
of preventing the double taxation of income derived from the business Qf shipping by shipping 
undertakings domiciled in either of the two countries and carrying on their busmess in the other 
have thought it desirable to conclude a Convention based on the principle of reciprocity. 

Article I. 

Shipping undertakings domiciled in Denmark, the vessels of which call at Belgian ports 
to load pr unload cargo or to take on board or land passengers, shall be exempt in Belgium from 
the payment of the tax on income or profits accruing from the operation of these vessels. 

Shipping undertakings domiciled in Belgium, the vessels of which call at Danish ports to 
!oad or unload cargo or to take on board or !and passengers, shall, by reciprocity, be exempt 
m Denmark from the payment of the tax on mcome or profits accruing from the operation of 
these vessels. 

Article 2. 

The expression " shipping undertakings " shall be taken to mean undertakings directed 
by an owner of ships and the expression "owner " shall include any charterer. 

1 Translated by the Secretariat of the League of Nations. 
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Article 8. 

Income or profits from the business of shipping shall also include income or profits derived 
from the sale of passage tickets in the country in which the company issuing them is not domiciled. 

Article 4. 

The present Convention shall be ratified and the ratifications shall be exchanged at 
Copenhagen. 

It shall come into force two months after the exchange of ratifications. 
It may be denounced at any time by giving six months' notice • 

• 
Done at Brussels, December 21, 1928. 
The ratifications were exchanged at Copenhagen on Au~t 11, 1930. 

a 
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BELGIUM AND ECUADOR. 

TRANSLATION. 1 

COYVENTION BETWEEN BELGIUM AND ECUADOR FOR THE PURPOSE OF 
PREVENTING THE DOUBLE TAXATION OF INCOl\:IE DERIVED FROl\I 
SIDPPING UNDERTAKINGS IN . THE TWO COUNTRIES, SIGNED AT 
BRUSSELS, 1\IAY 2, 1929. 

(Journal Otficiel belge, No. 249, 1930.) 

THE RoYAL BELGIAN GOVERNMENT and THE GOVERNMENT OF THE REPUBLIC OF ECUADOR, 
being equally desirous of preventing the double taxation of income derived from the business 
of shipping by shipping undertakings domiciled in either of the two countries and carrying on 
their business in the other, have thought it desirable to conclude a Convention, based on the 
principle of reciprocity. 

Article 1. 

Shipping undertakings domiciled in Ecuador, the vessels of which call at Belgian ports to 
load or unload cargo or to take on board or land passengers, shall be exempt in ;Belgium from 
the payment of the tax on income or profits accruing from the operation of these vessels. 

Shipping undertakings domiciled in Belgium, the vessels of which call at ports in Ecuador 
to load or unload cargo or to take on board or land passengers shall, by reciprocity, be exempt 
in Ecuador from the payment of the tax on income or profits accruing from the operation of 
these vessels. · 

Article 2. 

The expression " shipping undertakings " shall be taken to mean undertakings directed 
by an owner of ships and the expression "owner " shall include any charterer. 

Article 8. 

Income or profits from .the business of shipping shall also include income or profits derived 
from the sale of passage tickets in the country in which the company issuing them is not domiciled. 

Article 4. 

The present C~mvention shall be ratified and the ratifications shall be exchanged at Quito • 
. It shall come mto force on January 1 of the year year following that in which it has been 

ratified. 
It may be denounced at any time by giving six months' notice. 

Done at Brussels, May 2, 1929. 
The present Convention has not yet been ratified. 

1 Translated by the Secretariat of the League of Nations. 
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, BELGIUM AND FINLAND. 

TRANSLATION . .t 

CONVENTION BETWEEN BELGIUM AND FINLAND FOR THE PURPOSE OF 
PREVENT~G THE DOUBLE TAXATION OF INCOME DERIVED 1-tROM 
SIDPPING UNDERTAKINGS IN THE TWO COUNTRIES, SIGNEU AT 
BRUSSELS, FEBRUARY I9, I929. 

(Journal Officiel belge, No. 249, I930.) 

• 
HJs MAJESTY THE KzNG OF THE BELGIANS, on the one part, and THE PRESIDENT OF THE 

REPUBUC OF FiNLAND, on the other part, being equally desirous of preventing the double 
taxation of income derived from the business of shipping by shipping undertakings domiciled 
in either of the two countries and carrying on their business in the other, have thought it desirable 
to conclude a Convention based on the principle of reciprocity. 

Article I. 

Shipping undertakings domiciled in Finland, the vessels of which call at Belgian ports to 
load or unload cargo or to take on board or land ;passengers, shall be exempt in Belgium from 
the payments of the tax on income or profits accrumg from the operation of these vessels. 

Shipping undertakings domiciled in Belgium, the vessels of which call at Finlandic ports 
to load or unload cargo or to take on board or land passengers shall, by reciprocity, be exempt 
in Finland from the payment of the tax on income or profits accruing from the operation of 
these vessels. 

Article 2. · 

· The expression " shipping undertakings " shall be taken to mean undertakings directed 
by an owner of ships and the expression " owner " shall include any charterer • 

• 
Article 8. 

Income or profits from the business of shipping shall also include income or profits derived 
from the sale of passage tickets in the country in which the co~pany issuing them is not domiciled. 

Article 4. 

The present Convention shall be ratified and·the ratific~~:tions sh~ be ~xc~anged at Hel~inki. 
It shall come into force on January I, of the year followmg that m whiCh 1t has been ratified; 
It may be denounced at any time by giving six ~onths' notice. 

Done at Brussels, February 19, I929. . 
The ratifications were exchanged at Helsinki on August 9, 1980. 

I . 

1 Translated by the Secretariat of the League of Nations. 
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BELGIUM AND FRANCE. 

TRANSLATION. 1 

CONVENTION BETWEEN BELGIUl\1 AND THE FRENCH REPUBLIC FOR THE 
PURPOSE OF PREVENTING THE DOUBLE TAXATION OF INCOME 
DERIVED FROM SIDPPING UNDERTAKINGS IN THE TWO COUNTRIES, 
SIGNED AT BRUSSELS, OCTOBER 7, 1929. 

(Journal Otficiel belge, No. 249, 1930.) 

THE GoVERNMENT OF HIS MAJESTY THE KING OF THE BELGIANS and THE GoVERNMENT OF 
THE FRENcH REPUBLIC, being desirous of preventing the double taxation of income derived 
from the business of shipping by shipping undertakings domiciled in either of the two countries 
and carrying on their business in the other, have thought it desirable to conclude a Convention 
based on the principle of reciprocity. 

Article I. 

Shipping undertakings which have their effective centre of management in Belgium and the 
vessels of which, flying the Belgian flag, call at French ports to load or unload cargo or to take 
on board or land passengers, shall be exempt in France from the payment of the taxes on income 
or profits accruing from the operation of these vessels. 

Shipping undertakings which have their effective centre of management in France and the 
vessels of which, flying the French flag, call at Belgian ports to load or unload cargo or to take 
on board or land passengerS, shall, by reciprocity, be exempt in Belgium from the payment of 
the taxes on income or profits accruing from the operation of these vessels. 

Article 2. 

The expression " shipping undertakings " shall be taken to mean undertakings directed 
by an owner of ships and the expression " owner " shall include any charterer. 

Article 8. 

Income or profits fro~ the b~siness of shippi_ng sh~ll also include income or profits derived 
from ~he s~e of passage tickets m the country m whiCh the company issuing them does not 
have 1ts reg~stered office. 

' 
Article 4. 

The reciprocal exemption provided for in Article 1 concerns : 

In Belgi!'m, th~ tax on inc~me from invested capital and the professional tax on 
profits from mdustr1al, commerc1al and agricultural concerns; 

In France, the tax on industrial and commercial profits introduced by p rt 1 f 
the Law of July 81, 1917, and the income tax imposed by the Law of June 2: 187~ 
and th«; Decree !>f December 6~ 1872, on foreign companies whose shares are not q' uoted 
but whiCh dealm movable or Immovable property situated in France. 

• Translated by the Secretariat of the League of Nations. 
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Article 5. 

The present Convention shall be ratified and the ratifications shall be exchanged at Paris. 
It shall come into force on January 1, of the year following that in which it is ratified. 
It may be denounced at any time by giving six months' notice. 

Done at Brussels, October 7, 1929. 
This Convention has not yet been ratified. 



-38-

BELGIUM AND ICELAND. 

TRANSLATION. 1 

CONVENTION BETWEEN BELGIUM AND ICELAND FOR THE PURPOSE OF 
PREVENTING THE DOUBLE . TAXATION OF INCOME DERIVED FROM 
SHIPPING UNDERTAKINGS IN THE TWO (:OUNTRIES, SIGNED AT 
BRUSSELS, DECEliBER 21, 1928. 

(Journal Otficiel belge, No. 249, 1930.) 

THE RoYAL BELGIAN GoVERNMENT and THE RoYAL IcELA!'IDIC GovERNMENT, being desirous 
of preventing the double taxation of income derived from the business of shipping by shipping 
undertakings domiciled in either of the two countries and carrying on their business in the other, 
have thought it desirable to conclude a Convention based on the principle of reciprocity. 

Article I. . 

Shipping undertakings domiciled in Iceland, the vessels of which call at Belgian ports to 
load or unload cargo or to take on board or land passengers, shall be exempt in Belgium from · 
the payment of the tax on income or profits accrumg from the operation of these vessels. 

Shipping undertakings domiciled in Belgium, the vessels of which call at Iceland ports to 
load or unload cargo or to take on board or land passengers, shall, by reciprocity, be exempt in 
Iceland from the payment of the tax on income or profits accruing from the operation of these 
vessels. 

Article 2. 

The expression " shipping undertakings " shall be taken to mean undertakings directed 
by an owner of ships and the expression "owner" shall include any charterer. 

, 
Article 8. 

Income or profits from the business of shipping shall also include income or profits derived 
from the sale of passage tickets in the country in which the company issuing them is not domiciled. 

Article 4. 

The present Convention shall be ratified and the ratifications shall be exchanged at 
Copenhagen. 

It shall come into force two months after the excliange of ratifications. 
It may be denounced at any time by giving six months' notice. 

• 
Done at Brussels, December 21, 1928. 
The ratifications were exchanged at Copenhagen on August 11, 1930. 

1 Translated by the Secretariat of the League of Nations. 
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BELGIUM AND NORWAY. 

TRANSLATION. 1 

CONVENTION BETWEEN' BELGIUM AND NORWAY FOR THE PURPOSE OF 
PREVENTING THE DOUBLE TAXATION OF INCOME DERIVED FROM 
SIDPPING UNDERTAKINGS IN THE TWO. COUNTRIES, SIGNED AT 
BRUSSELS, OCTOBER 29, 1928. 

(Journal Of!iciel belge, No. 249, I930.) 

His MAJESTY THE KING OF THE BELGIANS, on the one part, and His MAJESTY THE KING OF 
NoRWAY, on the other part, ·being equally desirous of preventing the double taxation of income 
derived from the business of shipping by shipping undertakings domiciled in either of the two 
countries and carrying on their business in the other, have thought it desirable to conclude a 
Convention based on the principle of reciprocity. 

Article I. 

Shipping undertakings domiciled in Norway, the vessels of which call at Belgian ports to 
load or unload cargo or to take on board or land passengers, shall be exempt in Belgium from 
the payments of the tax on income or profits accrumg from the operation of these vessels. 

Shipping undertakings domiciled m Belgium, the vessels of which call at Norwegian ports 
to load or unload cargo or to take on board or land passengers, shall, by reciprocity, be exempt 
in Norway from the payment of the tax on income or profits accruing from the operation of 
these vessels. 

I 

Article 2. 

The expression •• shipping undertakings " shall be taken to mean undertakings directed 
by an owner of ships and the expression " owner " shall include any charterer. 

Article 8. 

Income or profits from the .busine;;s of shipping .shall .also include inc'?me. or profi~s 
derived from the sale of passage tickets m the country m which the company 1ssumg them 1s 
not domiciled. 

Article 4.. 

The present Convention shall be ratified and the ratific~tions sh~ll be .exc~anged at Bru:>sels. 
It shall come into force on January I of the year followmg that m whiCh 1t has been ratified. 
It may be denounced at any time by giving six months' notice. 

Done at Brussels, October 29, I928. 
The ratifications were exchanged at Brussels on July 22, I930. 

• Translated by the Secretariat of the League of Nations. 
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BELGIUM AND SWEDEN. 

Tlu.NSLATION. 1 

CONVENTION BETWEEN BELGIUM AND SWEDEN FOR THE PREVENTION 
OF DOUBLE TAXATION OF INCOME DERIVED FROM THE BUSINESS OF. 
SffiPPING IN THE TWO COUNTRIES, SIGNED AT STOCKHOUI, MAY 81, 

1929. 
(JouNUil Officiel belge, No. 249, 1930.) 

lhs 1\IAJESTY THE KING OF THE BELGIANS and HIS 1\IAJESTY THE KING OF SWEDEN, being 
desirous of apportioning the right of taxation, and especially of protecting maritime under
takings domiciled in one of the two countries and operating in the other from the burden of 
double taxation on income derived from the business of shipping, have decided to conclude a 
Convention based on the principle of reciprocity. 

Article 1. 

Shipping firms domiciled in Belgium, whose ships call at Swedish ports to take on or discharge 
cargo or passengers, shall be exempted in Sweden from payment of the tax on income or profits 
accruing from the working of such ships. 

In like manner, shipping firms domiciled in Sweden, whose ships call at Belgian ports to 
take on or discharge cargo or passengers, shall be exempted in Belgium from payment of the tax 
on income or profits accruing from the working of such ships. 

Article 2. 

The term " shipping firms " shall mean firms directed by a " shipowner " and for the 
purpose of this definition, the term " shipowner " includes any charterer. ' ' 

Article 8. 

Income or profits from the business of shipping shall also include those derived from the 
sale of passage tickets in the country in which the company issuing such tickets is not domiciled. 

Article 4. 

The present C<?nvention shall be ratified and the ratifications shall be exchanged at Brussels • 
. It shall come mto force on January 1 of the year following that during which it has been 

ratified • 
. It may only be deno~ced on January 1 of any year, and provided that preliminary notice 

of SIX months has been giVen. 

Done at Stockholm on :May 81, 1929. 
The ratifications were exchanged at Brussels on July 22, 1980. 

• Translated by the Secretariat ~~ the League of Nations. 
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CANADA AND DENMARK. 

EXCHANGE OF NOTES BETWEEN THE CANADIAN AND DANISH 
GOVERNMENTS CONSTITUTING AN AGREEMENT FOR THE RECIPROCAL 
EXEMPTION FROM INCOME TAX OF PROFITS ACCRUING FROM THE 
BUSINESS OF SIDPPING. OTTAWA, JUNE 18, 1929. 

I. 

Ottawa, June 18, 1929. 
SIR, 

It being the desire of our respective Governments to affect an arran~ement for reciprocal 
exemption from Income Tax of income arising within their respective countr1es from the operation 
therein of ships owned or controlled by and used in the business of persons or corporations resident 
in the country of the other, I have the honour to inform you that the Government of Canada 
agrees to the following undertaking : 

(1) In respect of Canada the Canadian Government undertakes that in accordance 
with the provisions of the Income War Tax Act the income from the operation of ships 
owned or operated by persons or corporations resident in Denmark shall not be liable 
to taxation. 

(2) In respect of Denmark the Danish Government undertakes that in accordance 
with the Danish law the income from the operation of ships owned or operated by persons 
or corporations resident in Canada shall in like manner be exempt from taxation. 

(8) It is understood that the expression "operation of ships" means the business 
carried on by an owner of ships and that for the purpose of this definition the expression 
" owner " includes any charterer. · 

(4) It is agreed that the e;rcemptio~ from income tax on the inco~e ~erived from 
the operation of the aforementioned sh1ps shall be deemed to be effective m respect o_f 
the income of fiscal periods ending in .the year 1929 and each year thereafter until 
rescinded by either party giving to the other notice one year in a~vance of the fiscal 
periods affected, or until otherwise rescinded by the repeal of the mcome tax laws of 
either country. 

(5) It is further agreed that taxes which have been pai~ by persons or corporations 
resident in the country of the other and which have been prud more than a year from the 
date hereof shall not be refunded. . 

I have the honour, etc. 

Consul-General of Denmark, 
Ottawa. 

For the Secretary of State 
· for External A.lfairB : 

(Signed) 0. D. SKELTON. 
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II. 

Ottawa, June 18, 1929. 

SIR, 

It being the desire of our respective Governments to effect an arran~ement for recipro~al 
exemption from Income Tax of income arising within their respective countnes from t~e oper!lt10n 
therem of ships owned or controlled by and used in the business of persons or corporations restdent 
in the country of the other, I have the honour to inform you that the Government of Denmark 
agrees to the following undertaking : 

(I) In respect of Denmark the Danish Government undertakes that in accordance 
with the Danish law the income from the operation of ships owned or operated by persons 
or corporations resident in Canada shall not be liable to taxation. 

(2) In respect of Canada the Canadian Government undertakes that in accordance 
with the provisions of the Income War Tax Act the income from the operation of ships 
owned or operated by persons or corporations resident in Denmark shall in like manner 
be exempt from taxation. · 

(3) It is understood that the expression "operation of ships " means the business · 
carried on by an owner of ships and that for the purpose of this definition the expression 
" owner " includes any charterer. . 

(4) It is agreed that the exemption from income tax on the income derived from 
the <_>peration of the afor~mentio~ed ~hips shall be deemed to be effective in respect of 
the mcome of fiscal penods endmg m the year 1929 and each year thereafter until 
rescinded by either party giving to the other notice one year in advance of the fiscal 
p_eriods affected, or until otherwise rescinded by the repeal of the income tax laws of 
etther country. · 

(5) It is further agreed that taxes which have been paid by persons or corporations 
resident in the country of the other and which have been paid more than a year from 
the date hereof shall not be refunded. 

I have the honour, etc. 

The Right Honourable 
The Secretary of State 

for External Affairs, 
Ottawa. 

(Signed) J. E. BoGGILD, 

Consul-General of Denmark. 
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CANADA AND GERMANY. 

EXCHANGE OF NOTES CONSTITUTING A RECIPROCAL ARRANGEMENT 
FOR RELIEF. FROM INCOME· TAX ON SIDPPING PROFITS. APRIL 17, 
1930. 

I. 

Ottawa, April17, 1930 . 

SIR, • 

. It being the desire of our respective Governments to avoid duplication of taxation of income 
from the operation of ships, I have the honour to inform you that the Canadian Government 
agrees to the following stipulations : 

1. In respect of Canada· the Canadian Government undertakes that, in accordance 
with the proVIsions of the Income War Tax Act (1917), revised Statutes of Canada 1927, 
Chapter 97, as amended, the income from the operation of ships owned or operated 
by persons resident, or corporations having their headquarters or seat of operations, 
in Germany, shall not be liable to taxation. 

·, 2. In respect of Germany the German Government undertakes that in accordance 
with paragraph 7 of the Reich Taxation Act the income from the operation of ships 
owned or operated by persons resident. or corporations having their headquarters 
or seat of operations, in Canada, shall, in like manner, be exempt from taxation. 

8. It is understood that the expression "operation of ships " means the business 
carried on by an owner of ships and that for the purpose of this definition the expression 
"owner" includes any charterer. 

4. It is agreed that the exemption from income tax on the income derived from 
the operation of the aforementioned ships shall be deemed to be effective in respect of 
the income of fiscal ·periods ending in the year 1928 and each year thereafter until 
rescinded by either party giving to the other notice one year in advance of the fiscal 
periods affected, or until otherwise rescinded by .the repeal of the income tax, or other 
applicable taxation laws, of either country. I 

5. It is further agreed that taxes which have been paid by persons resident, or 
corporations having their headquarters or seat of operations, in the country of the other, 
and which h~ve been paid more than a year from the date hereof, shall not be refunded. 

I have the honour to be, etc., 

The German Consul-General, 
Ottawa. 

FQr the Secretary of State 
for External A.lfairll : 

(Signed) 0. D. SKELTON. 
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II. 

TRANSLATION. 1 

Ottawa, April17, 1930. 

SIR, 

It being the desire of our respective Governments to avoid double taxation of income from 
the operation of ships, I have the honour to inform you that the German Government agrees 
to the following stipulations : 

1. In respect of the German Reich, the German Government undertakes that, 
in accordance with paragraph 7 of the Reich Fiscal Code (Reichsabgabenordnung), the 
income from the operation of ships owned or operated by persons resident, or corporations 
having their headquarters or seat of operations, in Canada, shall be exempt from 
taxation. 

2. In respect of the Dominion of Canada, the Canadian Government undertakes 
that, in accordance with the provisions of the Income War Tax Act, the income from 
the operation of ships owned or operated by persons resident, or corporations having 
their headquarters or seat of operations, in Germany, shall not be liable to taxation. 

3. It is understood that the expression "operation of ships " means the business 
carried on by an owner of ships and that for the purpose of this definition the expression 
" owner " includes any charterer. 

4. Exemption from taxation on the income derived from the operation of ships 
shall begin to be effective in respect of fiscal reriods ending in the year 1928 and each 
year thereafter. It shall remain in force unti rescinded by either party giving to the 
other notice one year in advance of the fiscal periods affected, or until otherwise 
rescinded by alteration of the fiscal laws of either country. 

5. Taxes which have been paid more than a year from the date hereof shall not 
. be refunded. 

I have the honour to be, etc., 

His Honour the Secretary of State 
for External Affairs, 

Ottawa. 

(Signed) Ludwig KEMPF, 

German C0118Ul-Generalfor Canada. 

1 Translated by the Secretariat of the League of Nations. 
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CANADA AND GREECE. 

EXCHANGE OF NOTES BETWEEN THE CANADIAN AND GREEK 
GOVERNMENTS CONSTITUTING AN AGREEMENT FOR THE EXEMPTION 
FROM INCOME TAX OF PROFITS ACCRUING FROM THE BUSINESS OF 
SHIPPING. LONDON, SEPTEMBER 30, 1929. 

I. 

YouR ExcELLENCY, 
Ottawa, September 80, 1929. 

It being the desire of our respective Governments to effect an arrangement for reciprocal 
exemption from Income Tax of income arising within their respective countries from the operation 
therem of ships owned or controlled by and used in the business of persons or corporations resident 
in the country of the other, I have the honour to inform you that the Government of Canada 
agrees to the following undertaking : 

1. In respect of the Dominion of Canada the Canadian Government undertakes 
that in accordance with the provisions of the Income War Tax Act the income from the 
operation of ships owned or operated by persons or corporations resident in Greece shall 
not be liable to taxation. 

2. In respect of Greece the Greek Government undertakes that in accordance with 
the Greek law the income from the operation of ships owned or operated by persons or 
corporations resident in Canada shall in like manner be exempt from taxation. 

8. It is understood that the expression " operation of ships " means the business 
carried on by an owner of ships and that for the purpose of this definition the expression 
" owner " includes any charterer. • 

4. It is agreed that the exemption from income tax on the income derived from the 
operation of the aforementioned ships shall be deemed to be effective in respect '?f the 
income of fiscal {leriods ending in the year 1929 and each year thereafter until rescmded 
by either party ~Iving ~o the other notice one year ~n advance of the fisc!'-! periods affected, 
or until otherwise rescmded by the repeal of the mcome tax laws of either country. 

5. It is further agreed that taxes whic~ have been paid ~y persons or corporations 
resident in the country of the other and which have been paid more than a year from 

. the date hereof shall not be refunded. ' 

I have the honour, etc. 

His Excellency 
Monsieur D. Caclamanos, 

Greek Legation, . 
51, Upper Brook Street, W.l. 

(Signed) Peter LARKIN, 

High Commissioner for Canada. 
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II. 

. 
London, September 80, 1929. 

YouR ExcELLENCY, 

It being the desire of our respective Governments to effect an arrangement for recipro~al 
exemption from Income Tax of income arising within their respective countries from t~e opef!itiOn 
therein of ships owned or controlled by and used in the business of persons or corporations resident 
in the country of the other, I have the honour to inform you that the Government of Greece 
agrees to the following undertaking : 

1. In respect of Greece the Greek Government undertakes that in accordance with 
the Greek law the income from the operation of ships owned or operated by persons or 
corporations resident in Canada shall not be liable to taxation. 

2. In respect of 'the Dominion of Canada the Canadian Government undertakes 
that in accordance with the provisions of the Income War Tax Act the income from the 
operation of ships owned or operated by persons or corporations resident in Greece shall 
in like manner be exempt from taxation. . 

8. It is understood that the expression " operation of ships " means the business · 
carried on by an owner of ships and that for the purpose of this definition the expression 
" owner " includes any charterer. . 

4. It is agreed that the exemption from income tax on the income derived from the 
operation of the aforementioned ships shall be deemed to be effective in respect of the 
income of fiscal periods ending in the year 1929 and each year thereafter until rescinded 
by either party giving to the other notice of one year in advance of the fiscal reriods 
affected, or until otherwise rescinded by the repeal of the income tax laws o either 
country. · · 

. 5. ~tis further agreed that taxes which: have been paid by persons or corporations 
resident m the country of the other and which have been paid more than a year from 
the date hereof shall not be refunded. . 

I have the honour, etc., 

His Excellency Peter Larkin, 
High Commissioner for Canada, 
. The Canadian Buildings, 

Trafalgar Square, S.W.I. 

(Signed) D. CACL.UIANos, 

Greek Minister in London. 
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CANADA AND JAPAN. 

EXCHANGE OF NOTES BETWEEN THE CANADIAN AND JAPANESE 
GOVERNMENTS CONSTITUTING AN AGREEMENT FOR THE EXEMPTION 
FROM INCOME TAX OF PROFITS ACCRUING FROl\1 THE BUSINESS OF 
SHIPPING. OTTAWA, SEPTEMBER 21,1929. 

I. 

SIR, 
Ottawa, September 21, 1929. 

-With reference to our previous correspondence regarding the reciprocal exemption, as between 
Japan and the Dominion of Canada, from income tax on profits accruing from the operation of 
ships the Japanese Government, entertaining the belief that the Japanese Laws and Ordinances 
with regard to the reciprocal exemption from income tax are identical on certain points with the 
Laws and Regulations of the Dommion of Canada, have instructed me to inform you as follows : 

(1) The Japanese Government declare that they will take the necessary steps in 
conformity with Law No.6, 1924, as amended by Law No. 6, 1928, and the Ordinance 
relating thereto, upon condition of reciprocity, to exempt from income t&X and 
business profits tax chargeable in Japan all incomes and net profits which accrue from 
the business of shipping carried on by means of ships whose port of registry is in the 
Dominion of Canada, by an individual, whether Canadian or other who is resident in the 
Dominion of Canada but not in Japan, or by a corporate body, whether Canadian or 
other, whose principal office or centre of actual control and management is in the 
Dominion of Canada but not in Japan. The Japanese Government further declare that 
a similar exemption will also be accorded to all incomes and net profits which arise from 
the business of shipping carried on by an individual or a corporate body, Canadian or 
other, resident in the Dominion of Canada but not in Japan by means of ships whose 
port of registry is in a third country, provided the said third country grants reciprocal 
exemption from income tax on all incomes and net profits accruing from the business 
of shipping carried on by means of ships whose port of registry is in Japan. It is 
understood that the aforesaid exemption shall be applied to such incomes and net profits, 
prescribed in the foregoing provisions, as have accrued or will accrue on and after the 
12th day 'Of the month of May, 1928. 
· (2) It is .understood that the terms "Ja~an" and." the Dominion of Canada" 

include all regions under the rule of the respective countnes. 
(8) It is understood that the t~rm "tht; business of shipping " as ~sed in ~he 

foregoing paragraphs, means the busmess earned on br, an owner of a ship or ships, 
and for the purpose of this definition the term " owner ' includes any charterer. 

( 4) It is understood that if. and so soon as such exemp!i?n as is prescribed under 
head (1) ceases to be practicable ~ Japan bt;eause of 1!-ny re':Ision or repeal of the Laws 
and Ordinances concerned, the said exemption shall rmmediately cease to have effect. 

Accept, Sir, etc., 

The Right Honourable 
W. L. Mackenzie King, C.M.G., . 

Secretary of State for External Affairs, 
Ottawa. 

(Signed) Yoshio IwATE, 

Charged' Ajjaire1 of Japan. 
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II. 

Ottawa, September 21, 1929. 

SIR, 

Acknowledging the receipt of your note dated September 21, 1929, regarding the reciprocal 
exemption, as between the Dominion of Canada and Japan, from income tax on profits accruing 
from the operation of ships, I have the honour to inform you as follows : 

(I) The Canadian Government declare that they will take the necessary steps in 
conformity with Section 4, (m), of the Canadian Income War Tax Act 1917 as amended 
by the Statute 18 and 19 George V, c. '12, and the Regulations relating thereto, upon 
condition of reciprocity, to exempt from income tax cha~eable in the Dominion of 
Canada all incomes which accrue from the business of shippmg carried on by means of 
ships whose port of registry is in Japan, by an individual, whether Japanese or other, 
who is resident in Japan but not in the Dominion of Canada, or by a corporate body 
whether Japanese or other, whose principal office or centre of actual control and mana
gement is in Japan but not in the Dominion of Canada. The Canadian Government 
further declare that a similar exemption will also be accorded to all incomes and net 
profits which arise from the business of shipping carried on by an individual or a corporate 
body, Japanese or other, resident in Japan but not in the Dominion of Canada by means 
of ships whose port of registry is in a third country, provided the said third country 
grants reciprocal exem~tion from income tax on all incomes and net profits accruing 
from the business of sh1pping carried on by means of ships whose port of registry is in 
the Dominion of Canada. It is understood that the aforesaid exemption shall be 
applied to such income, prescribed in the foregoing provisions, as have accrued or will 
accrue on and after the 12th day of the month of May, 1928. 

(2) It is understood that the terms "the Dominion of Canada" and "Japan" 
include all regions under the rule of the respective countries. . 

(8) It is understood that the term "the business of shipping " as used in the 
foregoJng paragraphs, means the business carried on br an owner of a ship or ships, and 
for the purpose of this definition the term " owner " mcludes any charterer. · 

(4) It is understood that if and so soon as such exemption as is prescribed under 
head (1) ceases to be practicable in the Dominion of Canada because of any revision or 
repeal of the Laws and Regulations concerned, the said exemption shall immediately 
cease to have effect. 

Accept, Sir, etc., 

Mr. Yoshio lwate, 
Charge d'Affaires, · 

Japanese Legation, 
Ottawa. 

For the Secretary of State 
for External A.lfaira : 

(Signed) 0. D. SKELTON. 
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CANADA AND THE NETHERLANDS. 

EXCHANGE OF NOTES BETWEEN THE CANADIAN AND NETHERLANDS 
GOVERNMENTS CONSTITUTING AN AGREEMENT FOR THE EXEMPTION 
FROM INCOME TAX OF PROFITS ACCRUING FROM THE BUSINESS OF 
SIDPPINd. OTTAWA, SEPTEMBER 28, 1929. 

I. ' 

Ottawa, September 23, 1929. 

SIR, 

It being the desire of our respective Governments to effect an arrangement for reciprocal 
exemption from Income Tax of income arising within their respective countries from the operation 
therein of ships owned or controlled by and used in the business of persons or corporations resident 
in the country of the other, I have the honour to inform you that the Canadian Government 
agrees to the following undertaking : 

1. 'In respect of Canada the Canadian Government undertakes that in accordance 
with the provisions of the income War Tax Act 1917, revised Statutes of Canada 1927, 
Chapter 97 as amended, the income from the operation of ships owned or operated by 
persons or corporations resident in the Netherlands shall not be liable to taxation. 

2. In respect of the Netherlands the Netherlands Government undertakes that in 
·accordance with the laws of theN etherlands relating to income tax (Wet op de inkomaten
belasting van 19 December, 1914, Staatablad No. 563; wet op de verdedigingsbelaating 
II van 28 December, 1926, Staatablad No. 430) the income from the operation of ships 
owned or operated by {'ersons or corporations resident in Canada, shall in like manner 
be exempt from taxatton and that in accordance with the laws of the Netherlands 
relating to dividend and tantieme tax (Wet op de dividend- en tantieme belaating van 
11 Januari 1908, Staatablad No. 4) the profits from the operation of ships owned or 
operated by corporations resident in Canada, shall in like manner be exempt from 
taxation. 

8. It is understood that the expression " operation of ships " means the business 
carried on by an owner of ships and that for the purpose of this definition the expression 
" owner " includes any charterer. 

4. It is agreed that the exemption from income tax on the income derived from the 
operation of the aformentioned ships shall be deemed to be effective in respect of the 
income of fiscall?eriods ending in the year 1929 and each year thereafter until rescinded 
by either party ~tving to the other notice one year in advance of the fiscal periods affected, 
or until otherwtse rescinded by the repeal of the income tax laws of either country. 

5. It is further agreed that taxes which have been paid by persons or corporations 
resident in the country of the other and which have been paid more than a year from the 
date hereof shall not be refunded. 

I have the honour, etc., 

The Consul-General of the Netherlands, 
Ottawa. 

For the Secretary 
of State for Ea:temal Affair•: 

(Signed) 0. D. SKELTON. 

' 
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TRANSLATION. 1 

II. 

Ottawa, September 23, 11929. 
SIR, 

It being the desire of our respective Governments to effect an arrangement for reciprocal 
exemption from Income Tax, in certain cases, of income arising from the operation of ships, 
I have the honour to inform you that the Government of Her Majesty the Queen of theN etherlands 
.agrees to the following undertaking : 

1. In respect of the Netherlands the Netherlands Government undertakes that 
in accordance with the Jaws of the Netherlands relating to income tax (Wet o:p de 
ink0'1n8tenbelasting van 19 December, 1914, Staatsblad No. 568; wet op de verdedigwgs
belasling II van 28 December, 1926, Staatsblad No. 4~0) the i~com«: from the operation 
of ships owned or operated by persons or corporations resident m Canada, shall be 
exem~t from taxatio1_1 and that in accordan?e. with the law~, of the N~therlands relatin~ 
to dividend and tantieme tax (Wet op de dwidend- en tantumebelasl~ng van 11 Januarz 
1918, Staatsblad No. 4) the profits from the operation of ships owned or operated by 
corporations resident in Canada shall in like manner be exempt from taxation. · 

2. In respect of the Dominion of Canada the Canadian Government undertakes 
that in accordance with the provisions of the Income War Tax Act 1917, revised Statutes 
of Canada 1927, Chapter 97 as amended, the income from the operation of ships owned 
or operated by persons or corporations resident in the Netherlands shall not be liable 
to taxation. 

3. It is understood that the expression "operation of ships " means the business 
carried on by an owner of ships and that for the purpose of this definition the expression 
" owner " includes any charterer. · 

4. It is agreed that the exemption from income tax on the income derived from 
the operation of the aforementioned ships shall be deemed to be effective in respect of 
the income of fiscal periods ending in the year 1929 and each year thereafter until 
rescinded by either party giving to the other notice one year in advance of the fiscal 
periods affected, or until otherwise rescinded by the repeal of the income tax laws 
of either countcy. 

5. It is further agreed that taxes which have been paid by persons or corporations 
resident in the country of the other and which have been paid more than a year from 
the date hereof shall not be refunded.' 

I have the honour, etc., 

To the Secretary of State 
for External Affairs, 

Ottawa. 

1 Tran5lated by the Secretariat of the League of Nations. 

(Signed) J. A. ScHUURMAN, 

Netherlands Consul-General. 
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CANADA AND SWEDEN. 

EXCHANGE OF NOTES BETWEEN THE CANADIAN AND SWEDISH 
GOVERNMENTS CONSTITUTING AN AGREEMENT FOR THE EXEMPTION 
FROM INCOl.UE TAX OF PROFITS ACCRUING FROl\l THE BUSINESS,. OF 
SIDPPING. OTTAWA, NOVEMBER 21, 1929. ' 

I. 

' Ottawa, November 21, 1929. 

SIR, 

It being the desire of our respective Governments to effect an arrangement for reciprocal 
exemption from income tax of income arising within their respective countries from the operation 
therem of ships owned or controlled by and used in the business of persons or corporations resident 
in the country of the other, I have the honour to inform you that the Government of Canada agree 
to the following undertaking : . 

(1) In respect of Canada the Canadian Government undertakes that in accordance 
with the provisions of the Income War Tax Act the income from the oreration of ships 
owned or operated by persons or corporations resident in Sweden shal not be liable to 
taxation. 

(2) In respect of Sweden the Swedish Government undertakes that in accordance 
with the provisiOns of the Royal Ordinance of September 28, 1928, regarding national 
tax on income and capital the income from the operation of ships owned or operated by 
persons or corporations resident in Canada shall in like manner be exempt from taxation. 

(3) It is understood that the expression "operation of ships " means the business 
carried on by an owner of ships and tha~ for the purpose of this definition the expression 
" owner " includes any charterer. 

(4) It is agreed that the exemption from income tax on the income derived from 
the operation of the aforementioned ships shall be deemed to be effective in respect of 
the income earned in the year 1928 and each year thereafter. It is further agreed that 
the provisions of this arrangement may be terminated on the first of January of any year, 
subJect to six months notice by either party to the other of its intention to termmate 
the same. 

(5) It is further agreed that taxes which have been paid by persons or corporations 
resident in the country of the other and which have been paid more than a year from 
the date hereof shall ~ot be refunded. 

I have the honour, etc., 

Magnus Clarholm, Esquire, 
Consul-General of Sweden, 

Ottawa. 

For Secretary of State for Ezternal A(Jaira : 

(Signed) W. H. WALKER. 
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II. 

Ottawa, November 21, 1929. 

SIB., 

It being the desire' of our respective Governments to effect an arrangement for reciprocal 
exemption from Income Tax of income arising within their respective countries from the operation 
therem of ships owned or controlled by and used in the business of persons or corporations resident 
in the country of the other, I have the honour to inform you that the Government of Sweden 
agrees to the following undertaking : · 

\ 
1 

(1) In respect of Sweden the Swedish Government undertakes that in accordance 
with the provisi()ns of the Royal Ordinance of September 28, 1928, regarding national 
tax on income and capital the income from the operation of ships owned or operated by 
persons or corporations resident in Canada shall not be liable to taxation. 

(2) In respect of Canada the Canadian Government undertakes that in accordance 
with the provisions of the Income War Tax Act, the income from the operation of ships 
owned or operated by persons or corporations resident in Sweden shall in like manner 
be exempt from taxation. . 

(3) It is understood that the expression "operation of ships " means the business 
carried on by an owner of ships and that for the purpose of this definition the expression 
•• owner" includes any charterer. 

\ 

(~) It is agreed that the exemption from income tax on income derived from the 
operation of the aforementioned ships shall be deemed to be effective in respect of the 
income earned in the year 1928 and each year thereafter. It is further agreed that the 
provisions of this arrangement may be terminated on the first of January of any year, 
subject to six months' notice by either party to the other of its intention to terminate 
the same. 

· (5) It is further agreed that taxes which have been paid by persons or corporations 
resident in the country of the other and which have been paid more than a year from 
the date hereof shall not be refunded. 

'I have the honour to be, etc., 

The Right Honourable 
The Secretary of State 

' for External Affairs, 
' Ottawa. 

(Signed) Magnus CLARHOLM, 

Consul-General of Sweden. 
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FRANCE AND THE NETHERLANDS. 

TRANSLATION. 1 

EXCHANGE OF NOTES BETWEEN THE FRENCH AND NETHERLANDS 
GOVERNMENTS CONSTITUTING AN AGREEMENT FOR THE EXEMPTION 
FROM INCOME TAX OF PROFITS ACCRUING FROM THE BUSINESS OF 
SIDPPING. PARIS, FEBRUARY 15 AND 28, 1930. 

I. 

Paris, February 15, 1980. 

Youa ExCELLENCY, 

With reference to your letter of January 27 last, I have the honour to infonn you that 
the French Government is prepared to put into force the agreement set forth below, should 
Her Majesty's Government be willing to make a declaration in identical tenns : 

The Netherlands Government undertakes not to collect any tax on profitS accruing from 
sea-~oing vessels flying the French flag and belonging to private persons or companies established 
outs1de Netherlands territory. 

Consequently, French shipping undertakings shall be exempted in the Netherlands from 
income tax, (Law of December 19, 19U, on income tax, Staatsblatl No. 568; Law of December 28, 
1926, on the national defence tax II, Staatsblatl No. 480) and from the tax on dividends and 
directors' fees (Law of January 11, 1918 concerning the tax on dividends and directors' fees, 
Staatsblatl No. 4). · 

The French Government, for its part, undertakes not to collect any tax on profits accruing in 
_France from sea-going vessels flying the Netherlands flag and belonging to private persons or 
companies established outside French territory. 

Consequently Netherlands shipping undertakings shall be exempted in France from the tax 
on industrial and commercial profits instituted by Part I of the Law of July 81, 1917, and from 
the income tax provided for in the Law of June 29, 1872, and the Decree of December 6 of the 
same year. 

The present agreement shall take effect as from January 1, 1980. 

I have the honour to be, etc., 

(Signed) A. BRIAND. 

Jonkheer Loudon, 
Netherlands Minister at Paris. 

1 Translated by the Secretariat of the League of Nations. 
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II. 

Paris, February 28, 1930. 

'YouR ExcELLENCY, , 

· In reply to Your Excellency's letter, dated February 15 last, Department of Administrative 
and Technical Affairs, Section of Administrative Affairs and International Unions, which I 
received to-day, I am instructed and have the honour to inform Your Excellency that Her 
Majesty's Government is prepared to put into force the agreement set forth below, the text of 
which 1s identical with that of the agreement which I had the honour to propose toY our Excellency 
in my letter of January 27, No. 226. . 

The Netherlands Government undertakes not to collect any tax on profits accruing from 
sea-going vessels flying the French flag and belonging to private persons or companies established 
outside Netherlands territory. - · . 

Consequently, French shipping undertakings shall be exempted in the Netherlands from 
income tax (Law of December 19, 1914, on income tax, Staatsblad No. 563; Law of December 28, 
1926, on the national defence tax II, Staatsblad, No. 430) and from the tax on dividends and 
directors' fees (Law of January 11, 1918, concerning the tax on dividends and directors' f«;es, 
Staatsblad No. 4). 

The French Government, for its part, undertakes not to collect any tax on profits accruing 
in France from sea-going vessels flying the Netherlands flag and belonging to private persons 
or companies established outside French territory. 

Consequently, Netherlands shipping undertakings shall be exempted in France from the tax 
on industrial and commercial profits instituted by Part I of the Law of July 81, 1917, and from 
the income tax provided for in the Law of June 29, 1872, and the Decree of December 6 of the 
same year. 

The present agreement shall take effect as from January 1, 1930. 

I have the honour to be, etc., 

His Excellency l\1. Aristide Briand, 
Minister of Foreign Affairs at Paris. 

(Signed) LoUDON. 



-55-

FRANCE AND NORWAY. 

TRANSLATION. 1 

EXCHANGE OF NOTES BETWEEN THE FRENCH AND NORWEGIAN GOVERN
MENTS CONSTITUTING AN AGREEMENT FOR THE EXEMPTION FROM 
INCOME TAY OF PROFITS ACCRUING . FROl\1 THE BUSINESS OF 
SIDPPING. PARIS, JUNE 2, 1930. 

' I. 

Paris, June 2, 1930. 

SIR, 

With reference to the negotiations which I have had the honour to conduct in the name of 
my Government with your Ministry concerning reciprocal exoneration from taxation on profits 
made by maritime navigation undertakings, I have the honour to inform you that the Norwegian 
Government is prepared to put into force the agreement set forth below, should the French 
Government be prepared to make an identical declaration on its side. · 

The Norwegian Government undertakes to levy no tax assessed on profits made by sea-~oing 
vessels flying the French flag and belonging to private persons or to companies establiShed 
outside Norwegian territory. 

In consequence, the income tax established by Fiscal Laws Nos. 8 and 9 of August 18, 1911, 
shall in no case be due from the said French undertakings. 

The French Government, on its side, undertakes to levy no tax assessed on profits made in 
France by sea-going vessels flying the Norwegian flag and belonging to private persons or to 
companies established outside France. 

In consequence, Norwegian shipping undertakings shall be exempted in France from the 
tax on industiial and commercial profits established by Chapter I of the Law of July 81, 1917, 
and from the income tax provided for by the Law of June 29, 1872, and the Decree of December 6 
of the same year. . . • 

The present agreement shall take effect as from April I, 1930. ' 
I should be very much obliged if you would inform me as soon as possible of the reply of the 

French Government. 

I have the honour to be, etc., 

His Excellency 
Monsieur Briand, 

Minister for Foreign Affairs, . 
etc. 

• Translated by the Secretariat of the League of Nations. 

\ 

(Signed) F. Wedel JARLSBERG. 
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II. 

Paris, June 2, 1930. 

Snt, 

In reply to your letter of the 2nd instant, I have the honour to infonn you that the French 
Government is prepared to put into force the agreement contained in your above mentioned 
communication, and reading as follows : · 

The Norwegian Government undertakes to levy no tax assessed on profits made by sea-going 
vessels flying the French flag and belonging to private persons or to companies established 
outside Norwegian territory. 

In consequence, the income tax established by Fiscal Laws Nos. 8 and 9 of August 18, 1911, 
shall in no case be due from the said French undertakings. 

The French Government, on its side, undertakes to levy no tax assessed on profits made in 
France by sea-going vessels flying the Norwegian flag and belonging to private persons or to 
companies established outside France. 

In consequence, Norwegian shipping undertakings shall be exempted in France from the 
tax on industrial and commercial profits established by Chapter I of the Law of July 81, 1917 
and from the income tax provided for by the Law of June 29, 1872, and the Decree of December 6 
of the same year. 

The present agreement shall take effect from April1, 1930. 

I have the honour to be, etc., 

Monsieur le Baron de Wedel J arlsberg, 
Norwegian Minister, 

Paris. 

(Signed) A. BRIAND. 
' 
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FRANCE AND SWEDEN. 

TRANSLATION, I 

EXCHANGE OF NOTES BETWEEN THE FRENCH AND SWEDISH 
GOVERNMENTS, CONSTITUTING AN AGREEMENT FOR THE EXEMPTION 
FROM INCOME T.AX OF PROFITS ACCRUING FROM THE BUSINESS OF 
SIDPPING. PARIS, DECEMBER 19, 1929 AND JANUARY 25, 1930. 

I. 

Paris, December 1~, 1'829. 

YouR ExcELLENCY, 

With reference to the negotiations between the Royal Swedish Government and the 
Government of the French Republic concerning exemption from taxes on the profits of maritime 
shipping enterprises, I have the honour to inform you that my Government is prepared to put 
the following agreement into force, if the French Government will be good enough to make an 
identical declaration. · 

The Swedish Government undertakes not to leVy any tax assessed on the profits made by 
sea-~oing vessels flying the French flag and owned by individuals or companies established 
outside Swedish territory. · 

Consequently the income tax levied in virtue of the Royal Decree of September 28, 1928, 
concerning the Government tax on income and capital may in no case be applied to French 
enterprises. 

The French Government, for its part, undertakes not to levy any tax assessed on the profits 
made in France by sea-going vessels flying the Swedish flag and owned by individuals or companies 
established outside France. 

Consequently, Swedish shipping enterprises will be exempt in France from the tax on 
industrial and commercial profits levied under Part I of the Law of July 81, 1917, and from the 
income tax levied in virtue of the Law of June 29, 1872, and the Decree of December 6 of that 
year. 

The present agreement shall take effect as from January 1, 1980. 
I should be obliged if r.ou would be so good as to communicate the French Government's 

reply to me as soon as possible. 

I have the honour, etc. 

His Excellency M. Briand, 
Minister for Foreign Affairs, 

etc. 

• Translated by the Secretariat of the League of Nations. 

(Signed) Albert EHRENSV.lRD. 
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II. 

Paris, January 25, 1930. 

YouB ExcELLENCY, 

With reference to the letter from your Legation dated December 19 last, I have the honour · 
to inform you that the Government of the French Republic is prepared to put into force the 
following agreement concerning exemption from taxes on the profits of maritime shipping 
enterprises. . 

The French Government undertakes not to levy any tax assessed on the' profits made in 
France by sea-going vessels flying the Swedish flag and owned by individuals or companies 
established outside France. 

Consequently, Swedish shipping enterprises will be exempt in France from the tax on 
industrial and commercial profits levied under Part I of the Law of July 81, 1917, and from the 
income tax levied in virtue of the Law of June 29, 1872, and the Decree of December 6 of that 
year. 

The Swedish Government, for its part, undertakes not to levy any tax on the profits made 
by sea-going vessels flying the French flag and owned by individuals or companies established 
outside Swedish territory. · · 

Consequently, the income tax levied in virtue of the Royal Decree of September 28, 1928, 
concern_ing the Government tax on income and capital may in no case be applied to French 
enterpnses. 

The present agreement shall take effect as from January 1, 1930. 

I have the honour, etc. 

Count Albert Ehrensvii.rd, 
Swedish Minister, 

Paris. 

' ' 

pp. The Minister for Foreign A./faira: 

(Signed) BERTHELOT, 

Ambassador of France, 
Secretary-General. 
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GREAT BRITAIN AND NORTHERN IRELAND AND GREECE. 

AGREEMENT BETWEEN HIS l\WESTY'S GOVERNMENT IN THE UNITED 
KINGDOM AND THE GREEK GOVERNMENT FOR THE RECIPROCAL 

·EXEMPTION OF SIDPPING PROFITS FROM INCOME TAX, ETC., SIGNED 
AT ATHENS, JULY 81, 1929. 

THE GoVERNMENT OF THE UNITED KINGDOM OF GREAT BRITAIN AND NoRTHERN IRELAND 
and TH~ GoVER!'IMENT OF THE HEL~NIC ~EPUB~C being desirous of en~uring the reciprocal 
exemption from mcome tax and tradmg tax m certam cases of profits accrumg from the business 
of shipping, the following agreement has been concluded : 

Article 1. 

The Government of the United Kingdom of Great Britain and Northern Ireland agree to 
take the necessary steps under Section 18 of the Act of Parliament of the United Kingdom , 
known as the Finance Act, 1923, for exempting from income tax (including supertax) chargeable 
in Great Britain and Northern Ireland for the year of assessment 1923-24 commencing on 
the 6th day of April 1923, and for every subsequent year of assessment, any profits which accrue 
from the business of shippin~ carried on with ships whose port of registry is in the territory of 
the Hellenic Republic by an mdividual resident in the territory of the Republic and not resident 
in Great Britain or Northern Ireland, or by a company managing and controlling such business 
in the t~rritory of the Republic. 

Article 2. 

The Government of the Hellenic Republic declares that on completion of the action prescribed 
by Section 18 of the Finance Act, 1923, which under Article 1 of this Agreement the Government 
of the United Kingdom have agreed to take, the law in force in the Republic will operate to 
exempt from all income tax and trading tax chargeable in the Republic as from the 6th day of 
April, 1923, and thereafter any profits which accrue from the business of ship~ing carried on 
w1th ships whose port of registry IS in Great ~ritain or Northern Ireland by an individual resident 
in Great Britain or Northern Ireland and not resident in the territory of the Republic or by a 
company managing and controlling such business in Great Britain or Northern Ireland. 

Article 3. 

The expression " the business of shipping " means the business carried on by an owner of 
ships, and for the purposes of this, definition the e:q>res_sion "ow~er" includes anY: chartere~. 

A ship shall be treated as havmg a po~ o~ regiStry m the terntory of _the Helleru~ Repu~lic 
or as havmg a port of registry in Great Br1tam or Northern Ireland, dunng any penod durmg 
which provisional certificates of registration as a Greek ship issued by Greek Consular Officers, 
or provisional certificates of registration as a Britis~ ship is~ued ~y ~ritish Consular Office~, '!'9 
the case may be, are in force in respect of the sh1p; provided m e1ther case that th~ sh1p IS 

immediately on the expiration of the provisional certificates registered as a Greek sh1p, or as 
a British ship, as the case may be. 

Article 4. 

This Agreement shall cease to have effect if and so soon as either the relief to be granted 
under Article 1 hereof in respect of income tax in Great Britain and ~orthern. Ireland or t~e 
relief referred to in Article 2 hereof in respect of income tax and tradmg tax m the Hellemc 
Republic ceases to have legal operation. 

Done in duplicate at Athens in the English and Greek languages this 31st day of July, 1929. 
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GREAT BRITAIN AND NORTHERN IRELAND AND JAPAN. 

EXCHANGE OF NOTES BETWEEN IDS MAJESTY'S GOVERNMENT IN THE 
UNITED KINGDOM AND THE JAPANESE GOVERNMENT IN REGARD TO 
THE RECIPROCAL EXEMPTION FROM INCOME- TAX OF SIDPPING 
PROFITS. LONDON, AUGUST 10, 1929. 

I. 

1\IR. HENDERSON TO 1\IR. 1\UTSUDAIRA. 

London, August 10, 1929. 

YoUR EXCELLENCY, 

I have the honour to confirm, on behalf of His Britannic Majesty's Government in the United 
Kingdom of Great Britain and Northern Ireland, the following points of agreement which have 
been reached as the result of the negotiations carried on between His Britannic Majesty's 
Government in the United Kingdom and the Imperial Japanese Government in regard to the 
reciprocal exemption from income-tax of the profits accrumg from the business of shipping : 

1. His Britannic Majesty's Government in the United Kingdom agree to take the necessary 
steps under Section 18 of the Act of Parliament of the United Kingdom known as the Finance 
Act, 1923, for exempting from income-tax (including super-tax) chargeable in the United Kingdom 
for the year of assessment 1928-29, commencing on the 6th day of April, 1928, and for every 
subsequent year of assessment, any profits which accrue from the business of shipping carried 
on with ships whose port of registry is in Japan by an individual of Japanese nationality resident 
in Japan and not in the United Kingdom or by a corporate body, incorporated under Japanese 
law and managing and controlling such business in Japan. 

2. The Japanese Government declare that on completion of the steps under Section 18 of the 
Finance Act, 1923, which, under Article 1 of this Agreement, His Britannic Majesty's Government 
in the United Kingdom have agreed to take, Law No.6, 1924, promulgated in Japan on the 18th 
July, 1924, as amended by Law No.6, 1928, will operate to exempt from income tax, as also from 
the business profit tax, chargeable in Japan on and after the 12th day of May, 1928, any profits 
which accrue from the business of shippmg carried on with ships whose port of registry is in the 
United Kingdom by an individual of British nationality resident in the United Kingdom and not 
in Japan or by a cor:porate body, incorporated under the laws of the United Kingdom and 
managing and controlhng such business in the United Kingdom. 

8. For the purpose of this Agreement the term " Japan " includes all regions under Japanese 
rule excluding the islands under Japanese mandate situated in the Pacific Ocean and Iving north 
of the Equator. • 

The expression " the business of shipping " means the business carried on by an owner of a 
ship or ships and for the purpose of this definition the expression " owner " includes any charterer. 

4. This Agreement shall cease to have effect if and so soon as either the relief to be granted 
under :-\rticle 1 her~f in r~pect of inc~me-tax (incl';lding super-tax) in the United Kin~dom, or 
the relief referred tom Art1cle 2 hereof m respect of mcome-tax and business profit tax m Japan 
ceases to have legal operation. 

I have, etc. 
For the Secretary of State : 
(Signed) George 1\IouNsEY. 
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II. 

MR. MATSUDAIRA TO MR. HENDERSON. 

London, August 10, 1929. 

SIR, 

I hav~ the ~onour to confirm, u~der instructions from the Imperial Japanese Government, 
the followmg pomts of agreement wh1ch have been reached as a result of the negotiations carried 
on between tlie Imperial Japanese Government and His Britannic Majesty's Government in the 
United Kingdom of Great Britain and Northern Ireland in regard to the reciprocal exemption 
from income-tax of the profits accruing from the business of shipping : 

1. His Britannic Majesty's Government in the United Kingdom agree to take the necessary 
steps under Section 18 of the Act of Parliament of the United Kingdom known as the Finance Act, 
1923, for exempting from income-tax (including super·tax) chargeable in the United Kingdom for 
the year of assessment 1928-29,commencing on the 6th day of April,1928, and for every subsequent 
year of assessment, any {lrofits which accrue from the business of shipping carried on with ships 
whose port of registry 1s m Japan by_ an individual of Japanese nationality resident in Japan and 
not in the United Kingdom or by a corporate body, incorporated under Japanese law and 
managing and controlling such busmess in Japan. 

2. The Japanese Government declare that on completion of the steps under Section 18 of the 
Finance Act, 1923, which, under Article 1 of this Agreement, His Britannic Majesty's Government 
in the United Kingdom have agreed to take, Law No. 6, 1924, promulgated in Japan on 
July 18, 1924, as amended by Law No.6, 1928, will operate to exempt from income tax, as also 
from the business profit tax, chargeable in Japan on -and after the 12th day of May, 1928, any 
profits which accrue from the business of shipping carried on with ships whose port of registry 
1s in the United Kingdom by an individual of British nationality resident in the United Kingdom· 
and not in Japan or by a corporate body, incorporated under the laws of the United Kingdom 
and managing and controlling such business in the United Kingdom. -

8. For the purpose of this Agreement the term "Japan " includes all regions under Japanese 
rule excluding the islands under Japanese mandate situated in the Pacific Ocean and lying north 
of the equator. · · 

The expression " the business of shipping " means the business carried on by an owner of a 
ship or ships and for the purpose of this definition the expression "owner "includes any charterer. 

4.. This Agreement shall cease to have effect if and so soon as either the relief to be granted 
under Article 1 hereof in respect of income-tax (including super-tax) in the United Kingdom or 
the relief referred to in Article 2 hereof in respect of income-tax and business profit tax in Japan 
ceases to have legal operation. 

I have, etc. 
(Signed) T. MATSUDAIRA. 
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DOMESTIC LEGISLATION EXPRESSLY DESIG:NED TO A VOID 
DOUBLE TAXATION 

1. Texts subject to Reciprocity. 

·LUXEMBURG. 

TRANSLATION. I 

LAW OF MAY 28, 1914, AMENDED BY THE LAW OF JULY 21, 1922, CON
CERNING THE ESTABLISHMENT OF A TAX ON MOTOR VEIDCLES. 

' 

: • • • • • • 

.Article 2. 

Vehicles belonging to foreigners whose country of origin does not impose a tax on Luxemburg 
vehicles shall be exempt from the tax, if such foreigners have neither a domicile nor a fixed 
residence in the Grand-Duchy, and stay there for less than three months, whether consecutively 
or not. If the duration of their domicile or residence in the country exceeds three months, 
they shall be subject to the same rules as Luxemburg subjects . 

. Foreigners belonging to c~ntries in which taxes are levied on vehicles belonging to 
Luxemburg subjects shall be subject to the same taxes as are levied on Luxemburg subjects 
in their country. 

• 

. . . • • • • • • • 

.Article 12. 

The Government is authorised : 
(I) To conclude arrangements with foreign countries, on the express condition 

of reciprocity and with a view to avoiding double taxation, in order to facilitate the 
circulation of motor-cars in their respective territories; these agreements may make 
exceptions to the rules provided for in Article 2. . . . . . • • 

Note.-Complete exemption is granted, on the express condition of reciprocity, to motor-cars 
belonging to owners domiciled and registered in Belgium, Spain and the Netherlands. 

Owners of motor-cars who are nationals of other countries shall be treated in Luxemburg in the 
same manner as the owners of Luxemburg motor-cars are treated when making a short 
stay in these countries. . · . 

An arrangement concluded with Germany (1930) grants co~plete exemptl<;>n for c;ac.h stay not 
exceeding fifteen consecutive days. The number of SOJourns per year IS not hm1ted. 

1 Translated by the Secretariat of the League of Nations. 
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NETHERLANDS. 

TRANSLATION.l 

LAW No. 3753, OF JUNE 14, 1930. • 

(Staatsblatl No. 244.) 

RuLES FOB THE PREVENTION OF DOUBLE TAXATION. 

Article I. 

We reserve to Ourselves the power to approve Conventions concluded with foreign Powers, 
whereby double taxation is prevented, in whole or in part, subject to the principle of reciprocity. 

Article 2. 

We reserve to Ourselves the right, subject to the principle of reciprocity, to make re~ations 
for the European territories of the Kingdom whereby double taxation is prevented m whole 
or in part, in conjunction with the relevant legislation of foreign States. 

The Governor-General of the Netherlands Indies and the Governors of Surinam and Cura~ao 
are empowered to make separate regulations for the territories under their several administrations, 
by ordmance or colonial decree, in the sense of the first paragraph of this article. 

Article 8. 

Our l\linister of Finance is empowered to make regulations for the European territories of 
the Kingdom to prevent income, or a part of income, being subjected both in the Netherlands 
and in a foreign State to direct taxation by the State, whether directly or at the source, save in 
so far as other provision has already been made for the purpose. 

The exemption thus accorded is confined to that part of the income which is earned outside 
the Kingdom, and to the sources from which the said part is derived. 

Article 4. 

This law is binding equally on the Netherlands East Indies, Surinam and Cura~ao. 
In regard to measures taken in virtue of this law to prevent double taxation, Article 16 of 

the Indian Public Accounts Law (Nederlandsch Staatsblatl, 1925, No. 828, lndiach Staatsblatl, 
1925, No. 448) and Articles 12 of the Surinam and Cu~ao Public Accounts Laws (Nederlandsch 
Staatsblafl, 1910, Nos. 815 and 816, Gouvernementsblacl, No. 86, and Publicitieblatl, No. 63) are 
not applicable. 

Article 5. 

Article 101 of the Income Tax Law of 19U and the laws of Apri116, 1920 (Staatsblad, No.192}, 
and June 26, 1926 (Staatsblad, No. 209), are repealed. 

1 Translated by the Secretariat of the League of Nations. 
1 As a result of Article 5 of this Law, the foUowing are repealed : Article 101 of the Law on Income 

Tax, 191.4-; ~w of June 26, 1926. ("Collection", C.M5.M.102.1928.11 page 172)• Law of Aprill6 
19~0 ("Collection", C.8,5.ll.102.1928.11, page 197.) ' ' ' 
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. 
. _The regula~ions made in virtue of the last-named laws shall be deemed to have been made 
m VIrtue of. ~rtlcle 8 or of the first paragraph of Article 2 of the present Law. . 

We enJom and command that this Law be published in the Staatsblad and that all Minis
terial Departments, Administrative Authorities, Public Bodies, and Offi~ials whom it may 
concern co-operate in the strict enforcement thereof. 

DECREE No. 8442, OF NOVEMBER 17,1928. 

(Staatsblad, No. 421.) 

EXEMPTION FROM RoAD TAX FOR OWNERS OF 1\loTOR VEHICLES 
RESIDENT OR DoMICILED IN SWEDEN. 

Article 1. 

Owners of motor vehicles resident or domiciled in Sweden shall be entitled to complete 
exemption from road tax in respect of motor-cars for the conveyance of persons, and motor-cycles, 
which are registered and liable to motor tax in Sweden, and are driven or ridden by or for them 
on the Netherlands public highways, so long as owners of motor vehicles resident or domiciled 
in the Netherlands are exempt in Sweden from motor tax in respect of motor-cars for the 
conveyance of persons, and motor-cycles, registered and liable to road tax in the Netherlands, 

Article 2. 

The production of the tax receipt for the motor vehicle concerned shall be taken as evidence 
that the owner of a motor vehicle is liable to the tax levied on motor-cars in Sweden. 

• • • : 

DECREE No. 8461, OF DECEAffiER 21, 1928, No. 88. 

(Staatsblad, No. 497.) 

ExEMPTION FROM RoAD TAx FOR OwNERS oF MOTOR VEHICLES REsiDENT oR DoMICILED 
IN BELGIUM, WHOSE VEmCLES ARE DRIVEN BY QB FOB THEM ON THE NETIIERLANDB 

PuBLIC HIGHWAYS. 

• • 
• 

Article 1. 

Owners of motor vehicles resident or domicil~ in Belgi~ shall be llt~r~ ~ i!!!~~! 
exemption from road tax in respect of motor ve~Icles for which they are d ehlch :rr driven 
the tax on motor-cars and other steam or mechamcally-propelled vehicles, _an w 
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by or for them on the Netherlands public highwa;rs, so long as ow!lers o~ moto! vehicles, resident 
or domiciled in theN etherlands-with the exception of those mentioned m Article 4, paragraph 4, 
of the Road Tax Law-are exempt in Belgium fro!ll the tax on motor-ca~ and other.steam 
or mechanically-propelled vehicles and from the tourist tax on the motor vehicles of foreigners, 
in respect of motor vehicles which are liable to road tax in the Netherlands. 

Article 2. 

The preceding Article shall not apply : 

(a) To owners of motor vehicles res~dent or domiciled in Belgium whose motor 
vehicles are driven by or for them exclusively on the public highways of theN etherlands; 

(b) To owners of motor vehicles who are resident or domiciled both in. 
the Netherlands and in Belgium. 

Article 8. 

The production of the tax receipt which serves as an identification paper for the motor 
vehicles, or of the distinctive sign (kenteeken) issued in respect of the motor vehicle, shall be 
taken as evidence that the owner of a motor vehicle is liable to the tax levied in Belgium on 
motor-cars and other steam or mechanically-propelled vehicles . 

• 

• 

DECREE No. 8551, OF JUNE 26, 1929. 

(Staatsblad, No. 872.) 

EXEMPTION FROM ROAD TAX FOR OWNERS OF MOTOR VEHICLES 
RESIDENT OR DoMICILED IN DENMARK, 

Article 1. 

Owners of .motor vehicles resident or domiciled in Denmark shall be entitled to e:x:emJ?tion 
f!">m road tax m respect of motor-cars and motor-cycles registered in Denmark and driven 
nd~en by or fo~ ~hem, on the Netherlands pu~li~ highways, so long as owners of motor vehicl~ 
~!dent or domiciled m the Netherlands are s~milarly. exempt in Denmark from motor tax, etc., 
m respect of motor-cars and moto_r-cycles registered m the Netherlands. · 

Article 2. 

The. exemption referred to in Art~cle 1 shall only be granted for a period of three successive 
months m the case of motor-cars designed for the conveyance of persons and not ui ed to 
carry more than seyen persons, incll!ding ~he driver, and motor-cycles, which are r:isffred i 
Denmark as belongmg to persons resident m that country. n 

• 
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DECREE No. 87061 OF 1\IARCH 27, 1930. 

(Staatsblad, No. 115.) 

EXEMPTION FROM ROAD TAX FOR OWNERS OF 1\IOTOR VEHICLES 
RESIDENT OR DOMICILED IN GREAT BRITAIN OR NORTHERN IRELAND. 

Article 1. 

Owners of motor vehicles resident or domiciled in Great Britain or Northern Ireland shall 
be entitled to exemption from road tax in respect of motor-cars and motor-cycles registered 
in those countries and driven or ridden by or for them on the Netherlands public highways, so 
long as owners of motor vehicles resident or domiciled in the Netherlands are exempt in Great 
Britain and Northern Ireland from motor tax in respect of motor-cars and motor-cycles regis
tered in the Netherlands. 

Article 2. 

The exemption referred to in Article 1 shall only be granted for a maximum period of four 
successive months, beginning on the day on which the motor vehicle is im,Ported into the 
Netherlands, in respect of motor-cars and motor-cycles, which are registered m Great Britain 
or Northern Ireland as belonging to persons resident or domiciled in those countries. 

DECREE No. 8758, OF JUNE 16, 1930. 

(Staatsblad, No. 268.) 

EXEMPTION FROM RoAD TAX- OF 1\IOTOR VEHICLE OWNERS 
DoMICILED oR REsiDENT IN GERMANY. 

Article 1. 

1\lotor vehicle owners domiciled or resident in Germany_ are exemp~ from road tax in respect 
of motor-cars and motor-cycles registered in Germany, wh1ch they dnveh?r

1 
cause to ~e d~lled 

on ublic hi hwa s in the Netherlands, provided always that motor ve 1c e owners oml~l e 
or r~sident ingthe ~etherlands enjoy a like exe~ption i_n Germany from the taxes on motor vehicles 
in respect of motor-cars and motor-cycles reg1stered m the Netherlands. 

Article 2. 

The exem tion s ecified in Article 1 is accorded .o?iy to m«?tor-cars and motor-cyrl~ 
registered in Gfrmany ~s belonging to owners therein dormciled or res1dent, and only for a pe 
of fourteen consecutive days. 



-70-

DECREE No. 8782, OF JULY 18, 1930. 

(Staatsblad, No. 291.) 

EXEMPTION FROM ROAD TAX OF 1\IOTOR VEWCLE OWNERS DOMICILED OR RESIDENT 
IN LUXEMBURG. 

• • • 

Article 1. 

lllotor" vehicle owners domiciled or resident in Luxemburg are exempt from road tax in 
respe<;t of motor-c'!-rs ~nd moto~-cycles registered in tha~ country, which they drive ~r cause to 
be dnven on·pubhc htghways m the Netherlands, proVIded always that motor vehtcle owners 
domiciled or resident,in the Netherlands enjoy exemption in Luxemburg from the taxes on 
motor-vehicles in respect of motor-cars and motor-cycles registered in the Netherlands. 

Article 2. 

The exemption specified in Article 1 is accorded only to motor-cars and motor-cycles 
registered in Luxemburg as belonging to owners therein domiciled or resident. 

SWEDEN. 

TRANSLATION. 1 

ROYAL DECREE No. 122, DATED 1\IAY 11, 1928, AMENDING PARAGRAPH 8 
OF THE ORDINANCE OF JANUARY 26, 1923, (No. 11) REGARDING DUTY 
ON IIIOTOR-CARS IIIIPORTED INTO THE COUNTRY FROM ABROAD 
FOR TEIIIPORARY USE IN THE COUNTRY. 

H~ lllajesty has seen fit !o decree ~hat paragraph 8 of the Ordinance of .January 26, 1928, 
regardmg duty on motor-cars tmported mto the country from· abroad for temporary use, shall be 
amended, so that the part of this section given below shall read as follows : 

• 
Par~graph 8. 

. lllotor-cycles registered ~n a foreign country, or the motor-cars referred to in paragraph 2e, 
tmported _for temporary use m the country by travellers who are only intended to remain there 
~mporarl!Y•. are exe!Dpted f~m duty in accordance. with this Ordinance for the same length of 
ttme as stmtl!lr vehtcles regtstered m s.weden recetve corresponding privileges in the foreign 
co~ntrr, but m no case fot: a lo!lger pertod tha~ the. t«;mporary «;xemption from Customs duty 
whtch IS granted for the vehtcles m accordance wtth exlStmg regulations. Such exemption shall be 

1 Translated by the Secretariat of the League of Nations. 
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granted on conditio'} ~hat the person bri!lging in the vehicle shall give an assurance on oath to 
the Customs authorities at the place of Impo!':, tha~ the vehicle is intended to be re-exported 
from the country before the expiry <?f t_he penod ~urmg which exemption from duty is granted. 
Sho1;lld the expo~ not take place Withm the permd mentioned, the General Customs Adminis
tration shall ~eCide whether and to what extent duty should for this reason be charged, in 
accordance With paragraph 2, for the same period; should the duty thus imposed not be aid 
o~ del'}and, the Provincial A~ministration l'}ay, at the request of the General Customs Aami
m~tr!ltmn, order that the vehicle shall be seiZed by the police authorities wherever it is found 
withm the country. 

• • • • • • • 
This proclamation shall come into force on July 1, 1928, 

CIRCULAR ,No. 171 OF THE ROYAL GENERAL CUSTOMS ADMINISTRATION 
REGARDING THE APPLICATION IN CERTAIN CASES OF REGULATIONS 
IN RESPECT OF DUTY ON MOTOR-CARS IMPORTED INTO THE COUNTRY 
FROM ABROAD FOR TEMPORARY USE, JULY 10,1928. 

In applying the reciprocity provisions in the first part of paragraph 8 of the Royal Procla
mation of January 26, 1923 (No. 11), regarding duty on motor-cars imported into the country 
from abroad for temporary use, as set forth in the Royal Proclamation of May 11, 1928 (No. 122), 
the competent Customs authorities must bear in mind that exemption from duty may be granted 
to vehicles registered in the United States of America for one month. It is incumbent on the 
Customs Office, should exemption from duty be requested for a longer period than one month, 
to report the matter to the General Customs Administration, and, at the same time, to state in 
which State or States the vehicle is registered; Denmark, for one year; Egypt, for one year; Finland, 
for three months; Greece, for two months; Yugoslavia, for one year; Liechtenstein, for three days; 
Netherlands, for one year; Nqrway, for one year; Roumania, for one year; Switzerland, in general, 
for three months, but exemption from duty on vehicles registered in the Canton of Geneva is 
only granted for two months; Spain, for one year; Great Britain, for four months; Turkey, for 
one year. 

Exemption from duty may not be granted to vehicles registered in Brazil or Czechoslovakia. 

CIRCULAR No. 224 OF THE ROYAL GENERAL CUSTOMS ADMINISTRATION 
REGARDING THE APPLICATION IN CERTAIN CASES OF REGULATIONS 
IN RESPECT OF DUTY ON MOTOR-CARS IMPORTED INTO THE COUNTRY 
FROM: ABROAD FOR TEMPORARY USE, OCTOBER 4, 1928. 

The Royal General Customs Administration, in connection with its circular of July 10, 1928, 
hereby declares that the reciprocity provisions in the first part of P,aragraph. 8 of the Royal 
Ordinance of January 26, 1923 (No. 11), regarding duty on motor-c~rs Imported mto the country 
from abroad for temporary use, as set forth in the Royal ~roclam~tmn of.l\Iay 11, 192~ (No. 122), 
shall be a lied, as from October 1, 1928, not only to vehi~les reg1~tered 1~ the c~untr1es !eferred 
to in the ~~ove mentioned circular, but also to motor vehicles registered m Belg1um, wh1ch may 
be exempted from duty for oneyear. 
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CIRCULAR No. 267 OF THE ROYAL GENERAL CUSTOMS ADMINISTRATION 
REGARDING THE APPLICATION IN CERTAIN CASES OF THE 
REGULATIONS IN RESPECT OF DUTY ON MOTOR-CARS IMPORTED INTO 
THE COUNTRY FROl\1 ABROAD FOR TEMPORARY USE, DECEMBER 17, 
1928. 

The Royal General Customs Admini~tratlon. hereby. declares, as an amendment t? its circular 
of July 10, 1928, in respect of motor vehicles registered m Denmark, that the exemption from tax 
provided in the circular for such vehicles may be granted to motor-cycles, as from July 1, 1928, 
and to passenger motor-cars constructed to carry not more than seven persons, including the 
driver, as from the lOth of the same month, in each case for not more than three months. 

CIRCULAR No. 10 OF THE ROYAL GENERAL CUSTOMS ADMINISTRATION 
REGARDING THE APPLICATION IN CERTAIN CASES OF THE 
REGULATIONS IN' RESPECT OF DUTY ON MOTOR-CARS IMPORTED INTO 
THE COUNTRY FROM ABROAD FOR TEMPORARY USE, DECEMBER 81 
1928. 

The Royal General Customs Administration, in connection with its circulars of July 10, 
October 4 and December 17, 1928, hereby declares that the reciprocity provision in the first 
part of paragraph 8 of the Royal Ordinance of January 26, 1923 (No. 11) regarding duty on 
motor-cars imported into the country from abroad for temporary use, as set forth in the Royal 
Proclamation of l\Iay 11, 1928 (No. 122), shall be applied from January 1, 1929, not only to 
vehicles registered in the countries referred to in the above mentioned circular, but also to motor 
vehicles registered in Italy, to which exemption from duty may be granted for three months. 

CIRCULAR No. 168 OF THE ROYAL GENERAL CUSTOMS ADMINISTRATION 
REGARDING THE APPLICATION IN CERTAIN CASES OF THE 
REGULATIONS IN RESPECT OF DUTY ON MOTOR-CARS IMPORTED INTO 
THE COUNTRY FROl\1 ABROAD FOR TEl\IPORARY USE, JULY 4, 1929. 

The Royal General Customs A~ministration hereby declares, as an amendment to its circular 
of July 10, 1928, that the exemption from duty on motor vehicles provided for in the circular 
may be granted fo~ one year to D_IO~or v~hicles registered in Brazil. 
. At the same time, t_he Admmistration declares, in connection with the above mentioned 

circular! that no exemption from tax may be granted to motor vehicles registered in Estonia 
or Latvia. 
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CIRCULAR No. 254 OF THE ROYAL GENERAL CUSTOl\IS ADl\IINISTRATION 
REGARDING THE APPLICATION IN CERTAIN CASES OF THE REGU
LATIONS IN RESPECT OF DUTY ON MOTOR-CARS IMPORTED INTO THE 
COUNTRY FROM ABROAD FOR TEMPO~RY USE, NOVEMBER 28,1929. 

The Royal General Customs Administration, in alteration of its circular of July 10, 1928, 
hereby declares that the exemption from duty on motor vehicles provided for in the circular 
may be granted to motor vehicles registered in the Canton of Geneva in Switzerland for three 
months. In connection with the above mentioned circular, the Administration further declares 
that exemption from duty may be granted to motor vehicles registered in Cuba, for 90 days; 
Irish Free State, for four months; Hungary, for one month, and Austria for 80 days, if the 
vehicle is registered in the town of Vienna, and for one year if it is registered in Lower Austria, 
Burgenland, Styria, Carinthia, Salzburg or Vorarlberg, but that no exemption from duty may 
be granted to vehicles registered in UJ>per Austria or the Tyrol. 

CIRCULAR No. 268 OF THE ROYAL GENERAL CUSTOl\IS ADl\IINISTRATION 
REGARDING THE APPLICATION IN CERTAIN CASES OF THE REGU
LATIONS IN RESPECT OF DUTY ON MOTOR-CARS IMPORTED INTO THE 
COUNTRY FROl\1 ABROAD FOR TEMPORARY USE, DECEl\IDER 12, 1929. 

The Royal General Customs Administration; in connection with its circulars of July 10, 
October 4, December 17 and 81, 1928, July 4 and November 28, 192.9, hereby declares that the 
reciprocity provision in the first part of paragraph 8 of the Royal Ordmance of January 26, 1928 
(No. 11) regarding duty on motor-cars imported into the country from abroad fo~ temporary 
use as set forth in the Royal Proclamation of 1\lay 11, 1928 (No. 122), shall be ap.phed, as from 
JW::uary 1, 1930, also to motor vehicles registered in Lithuania, to which exemption from duty 
may be granted for one year. 

ROYAL DECREE OF SEPTEl\IDER 28, 1928, 
REGARDING THE STATE INCOl\IE AND PROPERTY TAX. 

(Svensk Forjattningssamling, 1928, No. 878). 

• • 

Article 29. 

l. bl th · and property tax is also liable to a corres-
§ 1.-If income or property Ia . e to e mcome reventin or alleviating such double 

ponding tax in a foreign State, and ~· ~~the l~Jfos~;!Jionment ~f rights regarding taxation 
taxation, an ag!'Cemen.t has been cone ued as 0 if .~ h s been decreed that certain property or 
between the sa1d foreign State and Sw en, or I a 
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income, or certain forms of property or income shall be wholly or partially exempt _from 
taxation in Sweden, the collection of the tax effected in pursuance of the above-mentioned 
agreement or decree, shall be deemed to have taken place in conformity with the present Decree. 

§ 2.-His lllajesty may, for the purpose of preventing .or all.eviating the double taxation 
referred to in § 1, conclude an agreement with the Government of a foreign State, whereby the 
income or property liable to double taxation may be apportioned for taxation purposes between 
the said State and Sweden; or His l\lajesty may decree, subject to reciprocity where applicable, 
that certain income or property, or certain forms of income or property, shall be wholly or partially 
e.'\:empt from the tax in Sweden. 

In cases referred to in the present paragraph, His Majesty may decide that the income and 
property tax actually payable by the taxpayers shall be higher than would normally be required 
by the regulations in force, but that such tax may not represent a higher percentage of the sum 
taxable under the said agreement or decree than the percentage leviable by way of tax upon the 
sum which be taxable if the agreement or decree were disregarded. 

Any agreement concluded with Governments of foreign States regarding any question referred 
to in the present paragraph shall cease to be valid not later than the end of the year during 
which a denunciation period of not more than six months has expired. 

§ 8.-His llfajesty shall issue such detailed regulations as may be founa necessary for the 
application of the agreements or decrees mentioned in the present article. 

• • • . ~ . • 

Article 82. 

If, by a decision of the competent authorities, a taxpayer has been taxed in respect of the 
same income or the same property in Sweden and in a foreign State, His Majesty may, on the 
taxpayer's request, and after hearing the competent authorities, in cases where the circumstances 
are worthy of special consideration or for other special reasons, decree for the purpose of l?reven
ting or alleviatmg the double taxation, that the property and income tax shall be remitted in 
the c·ase of the said taxpayer. If the tax has already been paid, the amount thereof shall be 
refunded according to the procedure laid down for the refund of State taxes. 

LAW OF SEPTEl\ffiER 28, 1928, ON THE COMMUNAL TAX. 

(Svensk Fiirfattningsaamling, 1928, No. 870.) 

. . . 
Article 72. 

§_I.-If income .liable to the communal income tax is also liable to a corresponding tax in 
a foreign State and if, for the purpose of preventing or alleviating such double taxation an 
agree~ent has been concluded !'s .to the apportionment of rights regarding taxation bet~een 
!he said State and Sweden, or. If It has been decreed that certain income or certain forms of 
mcome ~hall be wholly or partially exe!Dpt from the tax in Sweden, the collection of the tax, 
effec~ an pursu~nce C?f the above-mentioned agreement or decree shall be deemed to have taken 
place an .conformity With the present Law. If, in consequence of such an agreement income is 
tabexableedan Sweden, but there IS no provision determining the place of taxation the iO:come shall 

tax at Stockholm for a common communal object. ' 
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§ 2.-His Majesty may, for the purpose of preventing or alleviating the double taxation 
referred to in § 1, conclude an agreement with the Government of a foreign State, whereby the 
income liable to double taxation may be apportioned for taxation purposes between the said 
State and Sweden; or His Majesty may decree, subject to reproc1ty where applicable, that 
certain income or certain forms shall be wholly or partially exempt from the tax in Sweden. 

Any ~ent concluded with Governments of foreign States regarding any question 
referred to In the present paragraph shall cease to be valid not later than the end of the year 
during which a denunciation period of not more than six months has expired. 

§ 8.-·· His Majesty shall issue such detailed regulations as may be found necessary for the 
application of the agreements or decrees referred to in the present article. 

• • • • • • • • • 
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DO:~IESTIC LEGISLATION EXPRESSLY DESIGNED TO AVOID 
DOUBLE TAXATION 

2~ Texts not subject to Reciprocity. 

DANZIG. 

TRANSLATION. 1 

DECREE No. 218, CONCERNING THE TAXATION OF GERMAN MOTOR 
VEHICLES,l\IARCH 17, 1923. 

In virtue of paragrafh 15 of the Law concerning the taxation of motor vehicles, dated 
December 28, 1921 (Lega Gazette, 1922, page 24 et seq.), the Senate of the Free City of Danzig 
revokes the decree of June 29, 1922 (St.A., page 888), and the following provisions are decreed 
to be in force until otherwise ordered : 

Motor vehicles which are domiciled in the German Reich, and consequently bear the national 
distinctive letter .. D II or the police registration rlate and distinctive numbers issued in the 
German Reich under paragraph 8 of the Decree o February 8, 1910, concerning motor traffic 
(Reich Legal Gazette, page 889), shall on entering the territory of the Free City of Danzig, be 
exempted from the tax levied on motor vehicles, provided that their stay in the territory does 
not exceed one month. . · 

A certificate in conformity with the annexed model shall be issued as evidence that the 
vehicle is exempted from the tax. Certificates thus issued must be returned to the Danzig 
Customs Office of exit or to the frontier post when the vehicle again leaves the territory of the 
Free City; nevertheless the owner of a motor vehicle who has freq_uent occasion to cross the 
frontier with his vehicle may be allowed, if he so requests, to retam his certificate. In such 
a case, his subsequent visits to the territory of the Free City shall be recorded on the certificate 
by the Danzig frontier Customs Offices or frontier posts and the certificate will not be withdrawn 
until the period of one month from the date of entry, for which exemption from tax was accorded, 
has been exceeded. 

If the owner. intends to stay in the territory of the Free City for longer than one month, the 
Customs Office of entey shall collect the legal tax. 

The same action shall be taken by the Customs Office of exit if it is found, when a vehicle 
with a tax-exemption certificate is leaving, that it has remained in the territory of the Free City 
for more than one month. 

If there is no Danzig Customs Office at the spot where the motor vehicle crosses the frontier, 
the f~ntier P._Ost shall direct it ~o the nearest Danzi~ Customs. Office or to the office for the taxation 
of veh1cles, 1f the latter office IS nearer or more easily accessible. · 

. The present Decree shall come into force as from the date of its promulgation. 

1 Translated by the Secretariat of the League of Nations. 
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DENMARK. 

TRANSLATION.! 

DECREE CONCERNING THE EXEMPTION FROM TAXATION OF MOTOR 
VEHICLES AND THEIR TRAILERS REGISTERED IN THE NETHERLANDS 
AND UTILISED BY PERSONS ENTERING DENMARK FROM A FOREIGN 
COUNTRY, APRIL 4, 1929. 

In virtue of the powers conferred on the Minister for Public Works in § 7, paragraph 1, of 
Law No. 143, of July 1, 1927, concerning the taxation of motor vehicles, etc., the Department 
of the said Minister, after consulting with the Finance Department, renounces, in virtue of the 
present Decree, the right to levy the tax laid down in the aforesaid paragraph in the case of 
passenger motor vehicles belonging to the Netherlands adapted for the conveyance of not more 
than seven persons, including the driver, and registered in theN etherlands as belonging to persons 
residing in that country. -

This exemption from taxation shall only be valid for a period of three months, and the tax 
P.rovided for in paragra_Phs 1 to 6 of the above-mentioned Law will therefore become applicable 
1f the vehicle remains m Denmark for more than three months. 

The present Decree shall come into force on April 1, 1929. 

NETHERLANDS. 

TRANSLATION.! 

DECREE No. 8475, OF NOVEl\ffiER 12, 1928. 

, (Staatsblad, No. 417). 

EXEMPTION FROM RoAD TAX FOR OWNERS OF MOTOR VEHICLES 
RESIDENT OR DOMICILED IN GERMANY. , 

Article 1. 

Exemption from road tax shall be granted : . . . . 

1 T owners of motor-omnibuses resident or dom1clied m Germany, m respect of 

mot~r~o~~ibu~r w~ic~.are b~~~!~e!h!Ne~h:~:ds~G:r:a~P¥::ti!r~Y th~e. ~~~J;~i:! 
authlo~Jbets ~h t ex::: ofn~e route which falls within the Netherlands territory; 
app ymg o a pa h "t" · G any in respect of motor 
vehi~~ ~h~~~edsi:~e~~~rl~:d=~~~:it~~; f~~ ~ffi;~l p~os~ in the Netherlands-
German frontier traffic. 

1 Translated by the Secretariat of the League of Nations. 
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Article 2. 

On application bein' made by a party who would be liable for tax but is entitled to exemption 
under the preceding article, the Netherlands official concerned shall furnish him with a tax card 
free of charge. · . 

• • • • 



PART II 

l\1UTUAL ASSISTANCE 
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AUSTRIA AND HUNGARY. 

TRANSLATION.l 

TREATY BETWEEN THE AUSTRIAN REPUBLIC AND THE KINGDOl\1 OF 
HUNGARY CONCERNING LEGAL PROTECTION AND COLLABORATION 
BETWEEN THE COURTS. AND AUTHORITIES OF THE TWO PARTIES 
IN CASES CONNECTED WITH TAXATION, SIGNED AT BUDAPEST • JUNE 25, 1928. 

T.o;E REPUBLIC OF AUSTRIA .and THE KINGDOM OF H~NGARY being desirous of laying down 
re~ulations for the legal protection to. be aff?rded ~o nationals c;>f the Austrian Republic in the 
Kmgdom of Hungary and to HungarJan nationals m the AustrJan Republic, as well as for the 
obligation of the authorities of both States to afford each other administrative and legal assistance 
in matters of taxation, have concluded the following Treaty : 

Article I. 

For the purpose of the present Treaty, taxes shall be held to mean public taxes levied in 
the Austrian Republic on account of the Confederation, or on account of the latter, conjointly 
with the provinces and communes, or on account of the provinces, districts and communes; those 
levied in the Kingdom of Hungary on account of the State, the provinces (Komitate) and the 
communes, and those which in both States are levied simultaneously with the aforesaid taxes 
in the form of supplementary dues or duties on account of other corporate bodies at public law, 
with the exception of Customs duties and taxes on consumption. The tax on business turnover 
and the luxury tax shall not be regarded as taxes on consumption for the purposes of the present 
Treaty. 

Article II. 

The nationals of either State shall enjoy the same treatment in fiscal matters and the same 
legal protection on the part of the authorities of the other State as are accorded to that State's 
own nationals. 

Article III. 

The two States undertake to give each other mutu~l administrative and. legal ~~:ssistance 
in fiscal matters, both in regard to the assessment and fixmg. of taxes and sureties and m regard 
to the legal procedure for securing redress and to tax collection. 

Article IV. 

1. In matters affecting taxation, questions regar~i~g th~ service of legal _documents and the 
action to be taken as 8 result of applications for ~dmm1strative and l~gal ass1~tance shall, unless 
otherwise provided in the special st!~ulations w1th regard to execution (Articles XI to XIII), 
be dealt w1th directly by the authorities of the two States. . . . 

2. In the Austrian Republic, the provincial inla~d. revenue authontJes (Fmanzlan~sbe
hiirden) and, in the Kingdom of Hungary, the Finance l\fm1stry shall be competent to deal direct 

1 Translated by the Secretariat of the League of Nations. 
6 
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· · f )' t' s ~or the Service of documents and for other administrative with the transnuss10n o app 1ca 1on ''. 
and legal assistance and w1th the rece1pt of the same. 

s. Should the authority to which application is ma~e not be locally competent ~o deal 
with the matter the application must be officially. transm1tted to the cc;>hpeted\ author1ty and 
the authority m~king the application shall be notified to that effect Wit out e ay. 

Article V. 

1. Applications must be drafted in the official language of the State ma_king application 
and, if made by the authorities of the Kingdom of Hungary, must beaccompamed by a German 
translation. . - . k' I' · 

2. The letter containing the application ~ust specify the au~hor1ty rna mg app 1c~t10n, 
the name and profession (or status) of the part1es concerned and, m the case of the serv1ce of 
documents the address of the addressee and the nature of the document to be served. ' . 

Article VI. 

1. The competent authority of the State to which appli~atio~ is made shall be responsi~le 
for the Service of the documents. Except in the cases spec1fied m paragraph 2, the aut~m:1ty 
concerned may restrict such action to effec~ing .t~e service of ~he document by transm1ttmg 
it to the addressee, provided that the latter IS willing to accept It. 

2. If the State making the. applicatio~ so ~esires, the document ~o be seryed,sha.!l be served 
in the form prescribed by the mternalleg~slat10n of the State to which application IS f!lade for 
effecting service in similar cases-in the case of applications made by Hungary, proVId~ the 
document to be served is accompanied by a German translation. 

8. The head of the department responsible for transmitting the application shall certify 
correct the translations provided for in the foregoing paragraph, or shall certify that the translation 
was made by a sworn translator. 

Article VII. 

Proof that the document has been served shall be furnished either by a dated and duly
certified receipt from the addressee or by an affidavit from the State to which application is 
made, attesting the fact of such service and the manner and time. · 

Article VIII. 

I. The authority to whom an application is addressed must complr with it and must employ 
the same means of c'?ercion as a~e a~pli~able for enforcing ~n application made by the authority 
of the country to which the application IS made, or an application by an interested party for the 
same purpose. The proced.ure.for ?ealing with applications shall be in conformity with the la_ws 
of the. State to w.h1ch application IS made. If, however, the authority making the application 
so desires, a spec1al mode of procedure may be employed provided that it does not contravene 
the legal code of the State to which application is made. 
. 2. 1\Ieans of coercion which are lawful in the territory of the State to which an application 
IS made s~a~ not be employ~ u~ess the State making such application would be in a position 
to use a similar means of coerciOn m the case of an analogous application being made to it. 

8. The authority making an application shall, if it so desires be notified of the time and 
plac!! of any offici&:! proceedings to be taken in respect of such' application. The interested 
part1es shall be en~1tled. to be r~presented or to be present at any such proceedings, subject to 
the general regulations m force m the State to which the application is made. 
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Article IX. 

. No fees or charges of any kind shall be leviable for carrying out requests for the service 
of documents or a_ppli~ations, ~ith the exception, unles~ otherwise agreed upon, of the sums paid 

. to persons collectmg mformatJon or to experts, and of expenditure incurred on account of the 
assistance of an executive agent in the cases mentioned in Article VI, paragraph 2 or through 

'the employment of a special mode of procedure in accordance with Article VIII paragraph 1 
~r cash expenditure involved by the procedure of execution if not recoverable fr~m the perso~ 

. hable. 

Article X. 

The provisions of this Treaty shall be applicable to legal assistance in all procedure apper
taining to recovery, unless otherwise provided m Articles XI to XIII •. 

Articie XI. 

I. In matters relating to taxation, dispositions (awards, decisions, orders) which are execu
table and final shall, upon application, be acknowledged and executed free of cost with the 
exception of measures the sole object of which is to secure a claim (Article XII). Adknowledg
ment must be made in explicit terms. In the Austrian Republic, the Federal Minister of Finance 
and, in the Kingdom of Hungary, the Royal Minister of Finance shall be competent, to issue and 
receive applications for execution. Acknowledgment and execution of executable claims of the 
applicant State shall be granted in virtue of an executable and final disposition or the attestation 
of retrospective claims. In both States, the application shall be acknowledged by the Minister 
of Finance. 

2. The dispositions referred to in paragraph 1 shall be executed through the administrative 
authorities or the court in accordance with the legislation of the State in which execution is 
effected without the parties concerned being heard. The execution of claims on the part of the 
applicant State shall be effected in the State to which application is made by the same mode of 
procedure and the same authorities as are available for the execution of that States (Federation's). 
own claims in respect of taxes. In the Austrian Republic, the Court legally competent to authorise 
the execution of claims based on foreign titles and, in Hungary, tiJe authorities appointed for 
that purpose shall be competent to grant judicial execution. The Court shall adopt the same 
mode of procedure as that laid down for the authorisation of the execution of claims based on 
inland titles. . 

8. An application for execution must be accompanied by a statement by the competent 
authority of the applicant State, to the effect that the disposition has become executable and 
final; the competence of such authority must be certified by tiJe Minister for Finance of the 
applicant State. 

4. The part of the disposition relating to the ?ecision a~d t~e s~tement and certificate 
to be given under the terms of paragraph 8 must, if the apphcatJon Is made by Hungary, be 
accompanied by a German translation. 

5. The Minister of Finance of the applicant State must attest the accuracy of the translation 
or certify that it was made by a sworn translator. 

Article XII. 

1. Provisional surety may be applied for in virtue of an execut!lble disposition which has 
not yet become final, or of an execu~ble order. ~f attachme~t. Th1s shall be e!fected by way 
of distress, and may be authorised, without reqmrmg proof of J_eopardy, to the ~tJmated amount 
of the claim until the date upon which, under the terms of this Treaty, the claim beco~es exe
cutable in the State to which application is made. The person concerned shall b~ entitled to 
have such attachment removed upon giving security the nature and value of whiCh must be 
specified in the application. Article XI shall apply by analogy. 
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2. The State to which application is made s~all b~ entitl~d to refuse the applic~tion of the 
provisions contained in paragl"!lph I if the. person lm~Ie IS a nat1onal of that S~te and IS reg!Jlarly 
domiciled or permanently res1dent therem, except m the case '!f fiscal cla!ms ~ade agamst a 
taxpayer in ~sp~t o~ a period of time when he had not yet acqmred the nationality of the State 
to which application IS made. 

Article XIII. 

· If application is made for a speci~ed mode of execution or a sp~ified type of securit~, t~e 
request shall be complied with, proYlded that such mode of executio~ or tyf!e of se~unty IS 
rompatible with the law of the apphcant State and of. the State to wh~ch application IS m~e. 
Otherwise the mode of execution ~nd the t}lle of ~ecunty and the carrymg out o! the ex~cut~on 
and provision of surety shall be m conform1ty w1th the law of the State to wh1ch applicatiOn 
is made. 

Article XIV. 

1. Administrative and legal assistance may be refused if the State to which application for 
assistance is made considers such assistance likely to endanger its sovereign rights or safety. 

2. Applications which involve the obtaining of information, statements or opinions which 
are lawful in the territory of the State to which application is made, from persons who are not 
parties to the case, in the1r capacity as taxpayers, may be refused if the State making application 
JS unable, under the terms of its national legislation, to require similar information, statements 
or opinions. The same condition shall apply to applications made for the purpose of acquiring 
infonnation UPoD material circumstances or legal relations, if the knowledge of such circum
stances or relations is obtained solely on the strenjlth of obligations to furnish information, 
statements or opinions which are not admissible in tlie territory of the applicant State, and to 
other apllications if they could only be complied with by divulging commercial, business or 
industria secrets. 

Article XV. 

~· ~fa~ application i~ comp~ied with. either who~y or in part, the authority to whom .such 
apphcat10n 1s made must Immediately notify the applicant authority as to the manner in which 
the application has been dealt with. · 

2: If an.applicati<?n is not complied with~ the authori~y to.":_hom such application is made 
!Dust lffi~edmtely notif:y the fact to the. applicant author1ty, gwmg all reasons in support and 
mformabon as t_o any c1rcull1Stances wh1ch may have come to light and may be of importance 
for the prosecution of the case. -

Article XVI. 

:Xhe statutory r~lati~ns of ~ch State regarding official and professional secrecy shall be 

fuappl~cahble to all enqumes! infor~tion, statements and opinions and any other communications 
rrus ed to that State With a v1ew to rendering legal assistance. 

Article XVII. 

The 1\fin.isters of F!nance of the two States sha~l, after previous consultation and a reement 
lay down umform deta1led measures for the-execution of the present Treat • th g 1 d' 
further agreements for the purposes of the resent Treat y' . ey may cone u e 
provisi~ns concemi~?g the transfer of the su!:.s derived y, and more especially,. agree upon . 
convers~on of sums m respect of which f f~m measures of execution, and the 

measures o execut10n have to be applied. 

Article XVIll. 
I. The present Treaty, which has been d · G . 

and the instruments of ratification shall be rawh up !:j erman and H~garian, ~hall be ratified, 
come into force on the day of the exchange ex.fc at~gfi 1~8 soon as poss1ble .at V!enna. It s~a}l 

o ra I ca 1ons and shall contmue 1n force until 1t 
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is denounced by one C?f t~e Contracting Parties, such denunciation to take place at least six 
months before the expiration of any calendar year. If duly denounced as described above, the 
Treaty shall cease to apply after the expiration of the calendar year in which the Treaty was 
denounced. 

2. I;Joth texts of the Tre.aty a~e authentic. W_hen the Treaty has been ratified, the two 
authentic texts shall be pubhshed m each country m the official Statute Book. 

In faith whereof, the Plenipotentiaries of both countries have signed the present Treaty 
and fixed their seals thereto. 

Budapest, June 25, I928. 

FINAL PROTOCOL. 

On signing the Treaty conclud:ed between the Austrian Republic and the Kingdom of Hungary 
concerning legal protection and collaboration between the courts and authorities of the two 
Parties in cases connected with taxation, the Plenipotentiaries of the two Parties have made the 
following joint declaration, which shall form an integral part of the Treaty : 

I. As long as the agreement concerning the principles of legislation in both States has not 
been reco~nised by an exchan~e of declarations, every application for legal assistance must be 
accompamed by a certificate Issued by the supreme financial authority of the State making 
application, certifying that, under the laws of that State, an analogous application would be 
complied with. The Hungarian certificate must be accompanied by a German translation 
(cf. _Article V). Article VI, paragraph 8, concerning the translation, shall apply by analogy. 

2. In principle, the transmission of documents cannot be demanded. Exceptions shall 
only be made with the consent of the Finance Ministers of both States; applications for the 
transmission of documents shall, however, only be made if important interests of the State making 
application so require. Each State shall have the right to forward with its application any 
documents which may be of use in the execution of the application. -

8. If such conditions obtain, as necessitate the withdrawal of an application on account 
of the impossibility of recovering the tax in accordance with the regulations in force in the State 
to which application is made, the authority to which application is made shall return the appli
cation to the authority which made it, enclosing therewith a certificate attesting the existence 
of such conditions and any available evidence. 

4. Legal protection and assistance shall, in principle, also be granted in the case of fiscal 
claims based upon facts relating to the past. No applications shall, however, be made for recovery 
or sureties in respect of claims dated prior to January I, 1923. 

5. At the request of the financial authority of the State makin!] application, representat!ves 
of the authority making application shall be admitted to any admimstr~tiv~ or legal proceedmgs 
in execution of such application. They must refrain f~m all ~ntervention 1.n the offic!al proceed
ings, but shall be entitled to address any requests With a view to secunng the obJect of the 
application to the authority condu~ting the official proceedings; t~ey shall be bound to ob~erve 
official secrecy. The legal proceedmgs shall be conducted accordmg to the general regulatiOns. 

6. In cases. of mutual assistance in ascertaining the facts on which, in accordance ~ith 
special a~reements, the division, for purposes of taxation of income or of the profi~ .derived 
from busmess undertakings carried ~n in ~o~h S~ates, must. be ~as~, the finance mim~tel"!l of 
both States may jointly give instructions with a v1ew to the s1mphficabon of the commumcabons 
between the authorities of the two States. 

Budapest, June 25, I928. 



-86-

ITALY AND FRANCE. 

TRANSLATION. 1 

CO~'"\'E~"TION BETWEEN ITALY AND FRANCE FOR THE AVOIDANCE OF 
DOUBLE TAXATION AND THE SETTLE}IENT OF OTHER FISCAL 
QUESTIONS, SIGNED AT ROME ON JUNE 16, 1980. 1 

. .. . • • 

PART II.'-ADMINISTBATIVE AssisTANCE. 

Article 16. 

For the puriiose of improving the application of the personal tax on the whole !ncome, ~he 
Contracting States undertake, on condition of reciprocity, to exchange such fiscal information 
as the administration of one State may have or be able to obtain and as may be useful to the 
administration of the other State for the supervision of such taxation. 

Such exchanges shall be made directly between the two supreme financial authorities, either 
as a matter of routine or on request. 

Article 17. 

· As regards the classes of income detailed below, the State which levies impersonal taxation 
shall automatically communicate the basis of taxation to the other State, if the recipient of such 
income is domiciled in the territory of the latter State and is, on that ground, liable to personal 
taxation: · 

(1) Income derived from landed property; 
(2) Mortgage interest; 
(3) Profits of industrial, commercial, mining and agricultural undertakings; 
( 4) Percentages and other directors' fees, income derived from limited partnerships, 

a~d. from partnerships in commercial companies or in companies regufated by the 
C1vil Code; · · 

(5) Income derived from work or from public or private pensions. 

Inversely, the State which levies the personal tax shall inform the other State of such life 
annuiti~ and interest on debts as the party liable may have asked to have deducted as encum· 
brances on his total income. 

Article 18. 

Ind~p_ende~tly of ~he routine exchange of information in accordance with Article 17 above, 
the admliDStrabon of e1ther country may ask that of the other country for·information in respect 
of actual cases. · · 

Tb_is p~vision, howeve~, rna~ in no c~se resu~t in ~posi~g o!l one of the Contracting States 
an obligation to commumcate Information whiCh m1ght mfnnge the secrecy of banking 

1 T~nslated br the Secretariat of the I::.eague of Nations. 
1 Thl8 <:onventton has not yet been ratified. 
1 Part I (Double Taxation) appears on page 24. 
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transactions or provide information which its own fiscal law does not allow it to obtain, or to 
take administrative action not permitted by its own regulations or precedents. 

Moreover, a State may refuse to comply with a request for information, if it considers that 
compliance would be contrary to public order or policy. 

Article 19. 

The Contracting Parties undertake to give each other mutual assistance in the notification 
of instruments relating to the assessment and collection of the direct taxes covered by the present 
Convention. 

They also undertake to consider, in a spirit of friendly co-operation, the possibility of taking 
steps to secure the collection of the taxes which taxpayers domiciled in the territory of one 
State owe to the other State. -

The two supreme financial authorities shall concert the rules covering the assistance provided 
for by the present article. _ 

Article 20. 

· The present Convention shall be ratified and the instruments of ratification shall be 
exchanged at Rome as soon as possible. 

The Convention shall come mto force on January 1 of the year following that of ratification. 
It may cease to have effect as from January 1 in any year, provided that it has 

been denounced at least eight months previously. 

Done at Rome in duplicate on June 16, one thousand nine hundred and thirty. 
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Finance Ministers or Administrations 
(continued) 
Empowered to settle special cases and 

conclude further Agrts. to prevent 
double taxation 
Provisions Te 

Austria-Czechoslovakia 
Decree of Austria, May 24, 1929 

22 (paTa. 1), 23 (paTa. 1) 
Austria-Hungary, June 25, 1928 

· 20 (PTot. 4), 84 (art. XV II) 
Hungary-Austria, June 15, 1929 

21 (PTot. 1) 
Hungary-Poland, May 12, 1922 
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Gifts, Duties on 
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Agreements distinguishing, or not distin
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Hungary-Poland, May 12, 1928 

14 (an. 1) 15 (art. 1) 
Hungary-Yugoslavia, Feb. 22, 1928 

9 (art. 1) 
Italy-France, June 16, 1930.. 24 (an. 1) 

Income, Tax on 
FOT incmne deTived frum particular 

sources, see the subjects conceTRed 
Agreement provisions to prevent double 

taxation 
!<'ranee-Netherlands, Feb. 15 and 28, 

1930................ 53 (1), 54 (II) 
France-Norway, June 2, 1930 

55 (1), 56 (II) 
Hungary-Poland, May 12, 1928 · 

14 (art. 1), 16 (an. 7), 
· 17 (an. 12) 

Hungary-Yugoslavia, Feb. 22, 1928 
9 (art. 1), 11 (arts. 9, 10) 

Italy-France, June 16, 1930 
· 24 (an. 1), 25 (am. 1, 2), 

26 (art. 12), 28 (Prot. 9) 

Income, Tax on (continued) 
Definition of total income in Agrts. 

Hungary-Poland, !\lay 12, 1928 
16 (an. 8), 17 (art. 9) 

Hungary-Yugoslavia, Feb. 22, 1928 
13 (Prot. ad arl. 9) 

Division of income for purposes of taxa-
tion 
Provisions re 

Austria-Hungary 
Protocol, June 25, 1928 (re sup

plementary provisions to Agrt. 
of Nov. 8, 1924) ............ 19-20 

Treaty, June 25, 1928 85 (Prot. 6) 
Hungary-Poland, May 12, 1928 15 (art. 3) 
Italy-France, June 16, 1930 

25 (an. 6), 27 (Prol. 3) 
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taxation 
Netherlands, June 14, 1930.. 66 (art. 3) 
Sweden, Sept. 28, 1928....... 73-4, 74-5 
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Austria-Hungary, June 25, 1928 

85 (Prol. 6) 
Italy-France, June 16, 1930 

86-7 (arts. 16, 17, 18) 
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See under Total estate 

Industrial Undertakings (Trades or 
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Agreement provisions to prevent double 

taxation 
Austria-Hungary 

Protocol, June 25, 1928 (re supple
mentary provisions to Agrt. of 
Nov. 8, 1924) • • • • . • • • • • • • • • • • 19-:!0 

Treaty, June 25, 1928.. 85 (Prot. 6) 
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Companies, see that Iitle 
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12 (PTol. ad art. 3) 
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Industrial Undertaldn~s (Trades or 
Lucrative Professions) (continued) 
Laws and decrees to prevent double 

taxation 
Austria, Nov. 16, 1925 (BGBC.439) 

19 (Preamble), 20 (Prot. 8) 
Hungary, Z1.169.350.VII.1925 

19 (Preamble), 20 (Prot. 8) 
Railway enterprises, see Railways 
Shipping enterprises, ~e Shipping 

Inheritance 
See Death duties, etc. 

Landed Estate 
See Property, Immovable 

Lawyer, Income from Profession of 
See Liberal professions 

Le~acies 
See Death duties, etc. 

Property, Legacies which do not 
concern a definite object 

Legal Safeguards 
See Taxpayers, Rights, etc. 

Liberal Professions, Income from Prac
tice of 

Agreement provisions to prevent double 
taxation 
Hungary-Poland, May 12, 1928 

16 (an. 4) 
Hungary-Yugoslavia, Feb. 22, 1928 

Italy-France, June 16, 1930 
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24 (art. 1), 26 (art. 9) 
Definition of liberal professions in Agrts. 
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Agreement provisions re 
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Maritime Navi~ation 
See Shipping 

Mines 

• 

See Property, Immovable 

Minin~ Shares 
See Shares, etc. 

I 

25 (an. 4) 

Mort~a~es, and Claims and Bonds on 
Agreement provisions to prevent double 

taxation 
Hungary-Poland, May 12, 1928 

16 (arts. 5, 8), 17 (an. 9) 
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Motor Vehicles 
Laws re exemption from taxation 

Danzig, March 17, 1923 (in relation 
to Germany) . • • • . . • • • . • . • • • • • • 76 

Denmark, April 4, 1929 (in relation 
to Netherlands) . • • . • • • . . . • • • . • • 77 

Luxemburg, July 21, 1922 (amending 
law of May 23, 1914). • • • • • • • • • • • 65 

Netherlands 
Nov. 12, 1928 (in relation to 

Germany) • . . • • • • • • • . . • • • • • • • 77 ·8 
Nov. 17, 1928 (in relation to 

Sweden) . . • . • • • • • . • • • • • • • • • • 67 
Dec. 21, 1928 (in relation to 

Belgium) • • • • • • . • • • • • . • • • • • • • 67-8 
June 26, 1929 (in relation to 

Denmark) • • . . . • . . • • • • • • • • • • . 68 
March 27, 1930 (in relation to 

Great Britain and Northern 
. Ireland) • • . . . • • • • • • • • • . • • • . • • 69 

June 16, 1930 (in relation to 
Germany) • • • • • • . • • • • • • • . • • • • 69 

July 18, 1930 (in relation to 
Luxemburg) . • • • . • • • • • • • • • • • • 70 

Sweden 
May 11, 1928 (amending para. 8 

of Ordinance of Jan. 26, 1923). • 70·1 
July 10, 1928 • . • . • . . . . . . • . . • • • . 71 
Oct. 4, 1928 • . . . . . . . . • . . . . • . . • • . 71 
Dec. 17, 1928 • . . . • . • • . . . . . . • . • . 72 
Dec. 31, 1928 . . . . • • . . . . . . . • • . • • 72 
July 4, 1929 • • . . . . . • . • . . . • . • • • . 72 
Nov. 28, 1929 • . . . • • . . . . . . . . . . . 73 
Dec. 12, 1929 • . . . • . • . . . . . . . • • . . 73 

Movable Property 
See Property, Movable 

Mutual Administrative and Judicial 
Assistance 
Agreement provisions re 

Austria-Czechoslovakia 
Decree of Austria, May 24, 

Austria-Hungary 
Protocol, June 25, 1928 

1929 
23 (para. 1) 

T 19 (Preamble), 20 (3, 4, 7, D) 
reaty, June 25, 1928 • . . • • • • • • • 81-5 

ltaly-!:"rance, June 16, 1930....... 86-7 
Collaboration between Finance Ministers 

and Administrations to prevent 
double taxation 
See under Finance Ministers, etc. 
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Mutual Administrative and Judicial 
Assistance ( cootinued) 
Decrees granting 

Austria, May 24, 1929 (in relation to 
to Czecholsovakia). • • • • • . • 23 (paTa. 1) 

Officials, Taxation of 
See Diplomatic, consular and other 

representatives 

Partnerships 
Agreement provisions to prevent double 

taxation 
Italy-France, June 16, 1930 

' 25 (aTt. 5), 86 (aTt. 17) 
Peddling 

See Hawking, etc. 

Pensions 
See Salaries, wages, pensions, etc. 

Personal Taxes 
Agreements distinguishing, or nor distin

guishing, between personal and im
personal taxes 
See under Direct taxation 

Definition of personal taxes in Agrts. 
Hungary-Poland, May 12, 1928 14 (art. 1) 
Hungary-Yugoslavia, Feb. 22, 1928 

9 (art. 1), 11 (aTt. 9) 
Italy-France, June 16, 1930 

24 (aTt. 1), 25 (aTt. 1) 

Physician, Income from Profession of 
See Liberal professions 

, Productive Undertakings 
See Industrial undertakings 

Professions 
Liberal, see Liberal professions 
Lucrative, see Industrial undertakings, 

etc. 

Profits and Excess Profits, Taxation of 
Agreement provisions to prevent double 

taxation 
Austria-Czechoslovakia 

' 

Decree of Austria, May 24, 1929 
22 (para. 1) 

Hungary-Austria, June 15, 1929 
21 (Prot. 1) 

Hungary-Poland, May 12, 1928 
14 (art. 1), 15 (aTt. 3) 

Italy-France, June 16, 1930 
24 (art. 1), 25 (art. 7), 86 (art. 17) 

Division of profits for purposes of taxa-
tion 
Agreement provisions r~ 

Austria-Czechoslovakta, 
Decree of Austria, May 24, 1929 

22 (para. 1), 23 (paTa. 2) 

Profits and Excess Profits, Taxation of 
( cootinued) 
Division of profits for purposes of taxa

tion ( cootinued) 
Austria-Hungary 

Protocol, June 25, 1928 (re sup
plementary provisions to 
Agrt. of Nov. 8, 1924) ....... 19-20 

Treaty, June 25, 1928... 115 (Prot. 6) 
Italy-France, June 16, 1930... 25 (aTI. 6) 

Laws and decrees to prevent double 
taxation 
Austria, May 24, 1929 (in relation to 

Czechoslovakia).......... 22 (para. 1) 
Mutual assistance in giving information re 

Austria-Hungary, June 25·, 1928 
85 (Prot. 6) 

from Shipping enterprises, see Shipping 

' 
Property 

Agreement provisions to prevent double' 
taxation 
Hungary-Yugoslavia, Feb. 22, 1928 

9 (aTI. 1), 11 (art. 10) 
Italy-France, June 16, 1930 28 (Prot. 8) 

Debts and charges on : death duties re 
Agreement provisions to prevent 

double taxation 
Hungary-Poland, May 12, 1928 

30 (arts. 8, 5) 
Immovable 

Agreement provisions to prevent 
double taxation 
Belgium-France, Oct. 7, 1929 36 (art. 4) 
Hungary-Poland, !\lay 12, 1928 

14 (art. 1), 15 (art. 2), 16 (arts. 5, 8), 
17 (art. 9), 29 (art. 1) 

Hungary-Yugoslavia, Feb. 22, 1928 
10 (arts. 2, 6), 11 (arts. 9, 10) 

Italy-France, June 16, 1930 
24 (art. 1), 25 (art. 3), 86 (art. 17) 

Definition of immovable property in 
Agrts. 
Hungary-Poland, 

Laws and decrees to 
taxation 

May 12, 1928 
211 (art. 1) 

prevent double 

Sweden, Sept. 28, 1928. . . • • • . • . • • 73-4 
Legacies which do not concern a d<;flnite 

object, provisions re death duttes on 
Hungary-Poland, May 12, 1928 30 (art. 4) 

Mortgages on, see Mortgages 
Movable 

Agreement provisions to prevent 
double taxation 
Belgium-France, Oct. 7, 1929 36 (art. 4) 
Hungary-Poland, May 12, 1928 

17 (arl. 9) 
Italy-France, June 16, 1930 24 (art. 1) 

Succession duties on, see Death duties, 
etc. 
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Railways 
Agreement provisions re 

Hungary-Austria, June 15, 1929 ••• 

Ratification, Sl~nature and Entry Into 
Force of A~reements 
Provisions re 

21 

Austria-Hungary. June 25, 1928 
· 20 (Prot. 7, 9), 84-5 (art. XVIII) 

Belgium-Denmark, Dec. 21, 1928 83 (art. 4) 
Belgium-Ecuador, May 2, 1929 84 (art. 4) 
Belgium-Finland, Feb. 19, 1929 85 (art. 4) 
Belgium-France, Oct. 7, 1929 87 (arl. 5) 
Belgium-Iceland, Dec. 21, 1928 88 (art. 4) 
Belgium-Norway, Oct. 29, 1928 89 (art. 4) 
Belgium-Sweden, May 81, 1929 40 (art. 4) 
Canada-Denmark, June 18, 1929 

41 (I : 4), 42 (II : 4) 
Canada-Germany, April 17, 1930 

48 (I : 4), 44 (II : 4) 
Canada-Greece, Sept. 80, 1929 

45 (I : 4), 46 (II : 4) 
Canada-Japan, Sept. 21, 1929 

47 (I : 4), 48 (II : 4) 
Canada-Netherlands, Sept. 23, 1929 

49 (I : 4), 50 (II : 4) 
Canada-Sweden, Nov. 21, 1929 

51 (I : 4), 52 (II : 4) 
Great Britain and Northern Ireland 

and Greece, July 81, 1929 59 (art. 4) 
Great Britain and Northern Ireland 

and Japan, Aug. 10, 1929 
· 60 (I : 4), 61 (II : 4) 

Hungary-Austria, June 15, 1928 
21 (Prot. 2, 8) 

Hungary-Poland, May 12, 1928 
18 (art. 16), 81 (art. 11) 

Hungary-Yugoslavia, Feb. 22, 1928 
12 (arts. 15, 16), 

13 (Prot. ad art. 10) 
Italy-France, June 16, 1930 87 (art. 20) 
Sweden, Sept. 28, 1928 

74 (art. 29), 75 (art. 72) 

Raw Materials, Purchase of Native 
Provisions re 

Residence 
See Domicile and residence 

Revenue 
See Income 

Road Tax 
See Motor vehicles 

Royalties and Commissions 
Agreement provisions !'e taxation of 

Italy-France, June 16, 1930.. 24 (art. 1) 

Salaries, Wa~es, Pensions, Allowances 
Agreement provisions to prevent double 

taxation 
Hungary-Poland, May 12, 1928 

16 (art. 4) 
Hungary-Yugoslavia, Feb. 22, 1928 

11 (art. 9) 
Italy-France, June 16, 1930 

24 (art. 1), 26 (art. 9), 28 (Prot. 5), 
86 (art. 17) 

Paid periodically from public funds 
Agreement PI"?Visions to prevent , 

double taxation 
Hungary-Poland, May 12, 1928 

16 (arts. 4, 8) 
Hungary-Yugoslavia, Feb. 22, 1928 

10 (art. 5), 11 (art. 9) 
Iuiiy-France, June 16, 1930 

26 (art. 9), 86 (art. 17) 

Savin~s Deposits 
See Banking, etc., Deposits, etc. 

Scientific, Artistic orLiterary Occup
ations, Income from 
See Liberal professions 

Securities 
See Shares, etc. 

Hungary-Poland, May 12, 1928 Shares, Bonds, Dividends and other 
15 (art. 3) Securities 

Real Estate 
See Property, Immovable 

Recovery of Taxes 
See Assessment, recovery, etc. 

Rescission of A~reements 
Provisions re 

Austria-Hungary, June 25, 1928 
20 (Prot. 8) 

Agreements to prevent double taxation 
Canada-Netherlands, Sept. 23, 1929 

, 49 (I : 2), 50 (II : 1) 
France-Netherlands, Feb. 15 and 28, 

1930........... 53 (I), 54 (II) 
Hungary-Poland, May 12, 1928 

15 (art. 1), 16 (arts. 5, 8).) 
17 (art. 9), 29 (art. 

Hungary-Yugoslavia, Feb. 22, 1928 
11 (arts. 9, 10), 18 (Prot. ad art. 6) 

Italy-France, June 16, 1980 
24 (art. 1), 25 (arts. 4, 5), 

26 (arl. 11), 28 (Prot. 7) 
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Shipping 

32-61 
82-8 

34 
35 

86-7 
88 
89 
40 

Agreements and agrt. provisions to 
prevent double taxation •..••••.•.• 
Belgium-Denmark, Dec. 21, 1928 •• 
Belgium-Ecuador, May 2, 1929 ••••• 
Belgium-Finland, Feb. 19, 1929 ••• ·• 
Belgium-France, Oct. 7, 1929 •••••• 
Belgium-Iceland, Dec. 21, 1928 •••• 
Belgium-Norway, Oct. 29, 1928 •••• 
Belgium-Sweden, May 81, 1929 •••• 
Canada-Denmark (exchange of notes 

constituting Agrt.), June 18, 1929 41·2 
Canada-Germany (exchange of notes 

constituting Agrt.), April 17, 1930 43-4 
Canada-Greece (exchange of notes 

constituting . 1\grts.), Sept. 80, 
1929 • • • • • • • • • • • . • • • • • • • • • • • • • 45-6 

Canada-Japan (exchange of notes 
constituting Agrts.), Sept. 21, 1929 47-8 

Canada-Netherlands (exchange of 
notes constituting Agrt.), Sept. 28, 
1929 • • • • • • • • • • • • • • • • • • • • • • • • • 49-50 

Canada-Sweden (exchange of notes 
constituting Agrt.), Nov. 21, 1929 51-2 

France-Netherlands (exchange of 
notes constituting Agrt.), Feb. 15 
and 28, 1930. • • • • • • • • • • • • • • • • • • 53·4 

France-Norway (exchange of notes 
constituting Agrt.), June 2, 1930 55-6 

France-Sweden (exchange of notes 
constituting Agrt.), Dec. 19, 1929 
and Jan. 25, 1930 .. .. • .. .. .. .. 57-8 

Great Britain and Northern Ireland 
and Greece, July 81, 1929 •.••••• 59 

Great Britain and Northern Ireland 
and Japan (exchange of notes 
constituting Agrt.), Aug. 10, 1929 60-1 

Hungary-Yugoslavia, Feb. 22, 1928 
11 (arl. 12), 12 (arl. 12) 

Italy-France, June 16, 1930 
25 ( arl. 7), 27 (Prot. 4) 

on Danube : provisions re 
Hungary-Yugoslavia, Feb. 22, 1928 

11 (arl. 12) 

Definition of shipping enterprises in 
Agrts. 
Belgium-Denmark, Dec. 21, 1928 

82 (arl. 2) 
Belgium-Ecuador, May 2, 1929 84 (arl, 2) 
Belgium-Finland, Feb. 19, 1929 85 (arl. 2) 
Belgium-France, Oct. 7, 1929 86 (arl. 2) 
Belgium-Iceland, Dec. 21, 1928 88 (arl. 2) 
Belgium-Norway, Oct. 29, 1928 89 (arl. 2) 
Belgium-Sweden, May 81, 1929 4 (arl. 2) 
Canada-Denmark, June 18, 1929 

41 (I : 8), 42 (II : 8) 
Canada-Germany, April 17, 1930 

48 (I : 8), 44 (II : 8) 

Canada-Greece, Sept. 80, 1929 
1 45 (I : 8), 46 ( I : 8) 

Canada-Japan, Sept. 21, 1929 
47 (I : 8), 48 (II : 8) 

Shipping (continued) 
Definition of shipping enterprises in 

Agrts. ( contin~d) 
Canada-Netherlands, Sept. 28, 1929 

49 (I : 8), 50 (II : 3) 
Canada-Sweden, Nov. 21, 1929 

51 (I : 3), 52 (II : 8) 
Great Britain and Northern Ireland 

and Greece, July 81, 1929.. 59 (arl. 8) 
Great Britain and Northern Ireland 

and Japan, Aug. 10, 1929 
60 (I : 8), 61 (II : 8) 

Hungary-Yugoslavia, Feb. 22, 1928 
12 (arl. 12) 

Workers employed in immigration ser-
vices : provisions re 

Hungary-Yugoslavia, Feb. 22, 1928 
12 (arl. 12) 

Students residing In one State and 
receiving Money from the other 
Provisions re taxation of 

Italy-France, June 16, 1930 ••. 28 (Prot. 10) 

Succession Duties 
See Death duties, etc. 

Tantieme Tax 
See Directors' fees 

Taxpayers 
Rights and safeguards of, provisions re 

Austria-Czechoslovakia 
Decree of Austria, .May 24, 1929 

28 (para. 1) 
Hungary-Poland, May 12, 1928 

. 17 (arl. 18), 18 (arl. 18) 
Italy-France, June 16, 1930... 26 (arl. 14) 
Mutual assistance re 

Austria-Hungary, June 25, 1928 
. 81-4 (arta.IV-XVI) 

Sweden, Sept. 28, 1928.... 74 (arl. 82) 

Teaching, Income from Profession of 
See Liberal professions 

Total Estate 
Agreemen~ provisions to prevent double 

taxation 
Hungary-Poland, May 12, 1928 

14 (arl. 1), 17 (arta. 9, 12) 
Hungary-Yugoslavia, Feb. 22, 1928 

9 (arl. 1), 11 (arl. 10) 
Increment, provisions re taxation of 

Hungary-Poland, May 12,1928 17 (arl. 10) 
Hungary-Yugoslavia, Feb. 22, 1928 

. . 11 (arl. 11) 

Trades 
See Industrial undertakings 
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Turnover 
Agreement provisions to prevent double 

taxation 
Austria-Czechoslovakia 

Decree of Austria, May 24, 1929 
22 (para. 1), 23 (para. 2) 

Austria-Hungary, June 25, 1928 
19 (Prot. 2), 81 (art. I) 

Hungary-Yugoslavia, Feb. 22, 1928 
9 (art. 1) 

Laws and decrees to prevent double 
taxation 
Austria, May 24, 1929 (in relation to 

Czechoslovakia) 
22 (para. 1), 23 (para. 2} 

Usufruct 
Agreement-provision re 

Hungary Poland, May 12, 1928. 29 (art. 1) 

Veterinary Surgeon, Income from Pro
fession of 
See Liberal professions 

Wages 
See Salaries, wages, etc. 

Work, Income from 
See Salaries, wages, etc. 

Shipping, Workers, etc. 

Workshops 
See Branch establishments, etc. 


