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PREFACE 

The present volume is a continuation of the l.femoratulum on~ 'ommncial Banks, 1913-1929, 
published in the autumn of 1931. Statistics relating to eleven cou ries which were ~ot cove~ed 
by the previous edition have been added, so that-the volume now yvers the commerCial bankmg 
systems of some forty countries, including ten Latin-American countties, all the British Dominions 
and India, the United States of America and twenty-four Europeanr.ates. 

The introductory notes to the eleven new .chapters are, in pri "ple, similar to those given 
for all countries in the previous edition ; they contain a brief descri tion - in part historical -
of the banking structure of the countries concerned. The introdu(\tory notes for the countries 
contained in the last edition have not been repeated and most of the Chapters have been shortened. 
On the other hand, a more comprehensive account of recent bankibg developments is given in 
the introductory notes on certain countries, the events in which wer 1 f particular interest or had 
international repercussions of major importance. 

The adaptation of the banking statistics to the standard fo used for the purpose of 
international comparison continues to present very real difficulti~. In many cases the national 
statistics are of a summary character ; in almost all cases there is a ack of precision in defining 
~e exact type of business to which the various items of the balance-s ets refer. · 

The general introduction summarises the main tendencies to b discerned from an analysis 
of commercial banks' accqunts in recent years and compares the expe · ence of the various banking 
systems before and during the depression. While the analytical table nnexed to the introduction 
and also the summary tables given in the individual chapters covert years 1925 and 1929-1932, 
a considerable amount of information relating to 1933 is given in the ext . 

league of Nations, 
Geneva. March 1934. 

• 

A. LOVEDAY, 

Directo of the Financial Section 
and Ec ic Intelligence Service. 



INTRODUCTION. 

Gtmeral Obse"a&ion11. 

The first ·edition of this M tmorandum 1 covered 
the period from 1913 to 1929 ; the early history of 
the commercial banking systems of some thirty 
cow1tries and the development of those systems 
up to 1929 were outlined and an attempt was made 
to point out significant differences in the structure 
and functions of the . commercial banking 

• organisation in different parts of the world. The 
latter analysis was largely based upon . an 
examination of the banking statistics of the 
various coWl tries, which were adapted to a common 
balance-sheet form establis'hed for this purpose. 
Some of the difficulties encoWJtered in making 
this adaptation (difficulties resulting from lack of 
WJiformity and, frequently, lack of adequate 
specification in ilie basic statistics) were set out 
in the last edition 1 and it is not necessary to 
repeat them here. An attempt h~s been made 
to achieve a maximum of international compara
bility among the various groups and sub-groups 
of tlle standard balance-sheet form used ; but 
the limitations of the basic statistics render 
complete comparability impossible. Reference 

. should therefore be made in all cases to the notes 
given in the individual chapters setting out the 
detailed composition of tlle various items as given 
in the national statistics. 

The present volume covers all the countries 
previously given and, in addition, eleven others. 
.Jt aims primarily at analysing the developments 
which have taken place in commercial banking 
since 19.29 - i.e., in the course of the world 
e,conomi~ depression, 

The fall in world production and in prices has 
been accompanied by a sharp contraction in the 
volume of credit extended by commercial banks 
and in its effective use. Inevitably, controversy 

·has arisen over the causal relationship involved 
in these parallel movements, one section of informed 
upinion maintaining that the contraction of credit 
has been responsible for the fall in prices and slump 
in production, and another section maintaining 
that prices and production have fallen as a result 
of exaggerations and misdirections of capital 
which occurred during an earlier period of credit 
expansion, and that the recent contraction of 
credit has been an effect and not a cause. 

It is no part of the task of this memorandum to 
attempt to prove tlle general validity of either of 
those two propositions ; both are, in fact, incapable 
of conclusive demonstration by means of banking 
statistics alone. 

Even if .any conclusions could be based on 
banking statistics alone, it would still be difficult 
to measure the expansion of bank credit : from 
1925 to 1929, for example, commercial banks' total 
deposits increased much more rapidly than current 
accounts, owing to a shift from the latter to time 
deposits ; all these items increased at different 
rates from total loans, discoWJts and advances. 
Obviously, a judgment of the " adequacy " of the 
_bank credit expansion will differ according to which 
of these elements is taken to represent bank credit. 
All that can be said with certainty is that between 
1925 and 1929 the total volume of commercial 
bank credit outstanding increased very considerably 
and that this increase differed considerably from 
country to coWJtry. Total deposits in the 
commercial banks of the forty coWJtries included 

. in the present volume amounted to rather more 
than S7o,ooo million at the end of 1925 and 
~tween $82,500 million and $84,000 million at the 
end of 1929. The increase in this four-year period 
was therefore S12,500- Sr4,000 million, or on an 
average of 4- 4Yz per cent per annum. These 
figures must, of course, be treated with the greatest 
reserve. In the first place, the data on which they 
are based do not cover all commercial banks in all 
countries. Secondly, the conversion into dollars 
may not accurately reflect changes in the internal 
purchasing power of bank deposits in coWJtries 
with fluctuating currencies. Finally, estimates of 
tlle changes in the velocity of circulation of deposits 
are only available for a few countries and it is 
therefore impossible to determine to what extent 
the rate of effective increase may have di1fered 
from the above figure. 

It may be mentioned that world production of 
foodstuffs and raw materials would appear to have 
increased during the same period at an average 
rate of 2.6 per cent per annum and both the 
quantum of world trade and the worl<;l's industrial 
activity at a rate between 4 and 5 per cent per 

- annum.• 

• Comnaercinl Banks, 1913-1929, League <>f Nations, Geneva, IQ31. 
• Ibid., pages 6 and ? .. 
• WMid Produclitnt llltd Pri<es, League of Nations, Geneva, 1933· 



6 \ 
lNTROl>UCTION 

The m .. wement of total commercial bank de~ts 
dUrered widely frorit country to country, rangu~g 
from an iDaease of over lOO per cent in t~e ~e 
of Nand to declines in the case of the Scandina~ 
countries. The full owing table ranges the cowttnes 

includt'<l in this volume by groups in the order of 
the expansion (or contract.ion) of their ~otal 
commercial bank deposits Itt terms o/ tsaltoflal 

e~mtfk)l between the end of 1925 and the end 

of 1929. 

Nle I. 

llo\'EllENT oF Cml.liiERCIAL BANK DEPOSITS, 1925-I9l9. 

~ (In tenns of national currency.) 

IDU IS'! Increase of 
JOG-SO per c;ent 

Increase of Increase of 
as-• per cent 

No increase 
or decline ol 100 per cent 

at 111.01'11 
so-25 per cent 

Poland 
Hungary 
Latvia 
Estonia 
Coi<Ulbia 

Germany 
Belgium 
Roumania 
Lithuania 

_Bulgaria 
France 
Brazil 
Uruguay 
Spain 

Mexico 
Portugal 
Switzerland 
Venezuela 
Finland 
Austria 

Yugoslavia 
Czechoslovakia 
Canada 
Argentine 
U.S.A. 
Japan 

Sweden 
India 
Denmark 
Bolivia 
Norway 

The wide range of the various groups ensures 
against chawing conclusions on the basis of small 
difier'eDces which might be due to discrepancies in 
the original data, etc. The countries in which 
the expa.nsWn of commercial bank credit, as 
measured by total deposits, P£oceeded most 
rapidly between 1925 and 1929 were those whose 
cmreucies suffered the severest depreciation 
during the plSt-war inflation. 1 In the later 
stages of inflation, such saving as persisted took 
the form largely of direct boarding of goods, and 
IIOt the maintenanoe of bank balances whose 
value was steadily depreciating. After currency 
Jtabilisation, saving in the countries affected again 
took a IDODetary form, and bank deposits increased 
very rapid! y. 

llfJst of the countries in the second column of 
the aboYe table are also States which experienced 
.mrn. cmrency depreciation immediately after 
the war. In certain cases- France and Belgium, 
f1.11 example - the restoration 1Jf the gr,Jd standard 
took place at rate. which, 1rith regard to the level 

Italy 
New Zealand 
England and 

Wales 
Netherlands 
Peru , 
Australia 
South Africa 
Chile 

of prices at home and abroad, were relatively IIJw, 
Prices therefore tended to rise to adjust themselves 
to the new level of the currency, and, as retail 
prices and costs lagged behind in this rise, the 
profitability of industry- particularly, of course, 
the export trades - was considerable and there 
was a rapid growth of bank deposits and bank credit. 

Bank deposits in the majority of the counlrit'S 
included in the fourth group - from Yugoslavia 
down to New Zealand - increased by 10 to 20 per 
cent, while in the remaining cases the increase was 

less than 10 per cent. This group, like the third, 
includes States of such diverse economic structure 
and experience that it L'l impossible tiJ make any 
generalisation. It may be p<>inted out, however, 
that several of the countries ·included in it returned 
to the g~Jld standard at parities subsequently found 
to be relatively high. In the downward prcssnn' 
on prices in these countries, retail prices and 
certain costs lagged behind ; this reduced the profit 
margin, particularly in the export trades, and the 
aituation waa thus the obverse of that described 

•l"be-'- ' . --~ nc ;tida ie ~bia, wb«e the Ia..p powth of clepc.ita in t"- year• repr-ata a chanp Ia public bablta, 



INTRODUCTION 7 
for the countries which stabilised at relatively 
low levels. 

Finally, in. the three Scandinavian countries, 
India and Bolivia, there was either no incre~e 
or an absolute decline in the total volume of 
commercial bank credit outstanding (as measured 
by total deposits) between the end of 1925 and the 
end of 1929. During the war and early post-war 
years, there. was a sharp expansion of commen..ial 
bank credit in these countries. In Norway and 
Denmark, the banks suffered heavy losses in the 
subsequent liquidation, and the period under 
review was one of banking consolidation after the 
exceptionally rapid deflation which was pursued 
in order to restore the exchange value of these 
currencies to the pre-war parity. In the case of 
Sweden, the stability of commercial bank deposits 
reflects a change in the investment habits of the 
pul;>lic, which began to invest directly in securities 
to a greater extent than previously, when savings 
habitually took the form of bank deposits. 

In the three Scandinavian countries, where a 
contraction of bank credit appears to have taken 
place between 1925 and 1929, as well as in certain 
of the countries where the credit expansion was 
negligible -such as the Netherlands, South Africa 
and Chile - the increase of production and of 
economic activity in general was in no way less 
but indeed greater than in the countries with a 
more or less pronounced credit expansion. This 
fact suggests that it is necessary to consider not 
simply the quantitative but also the qualitative 
changes in the credit structure. In the following 
paragraphs, an attempt is made to state in summary 
fashion some of the more important changes in the 
character of commercial banks' accounts which 
took place between 1925 and 1929. 

Such a qualitative analysis must largely resolve 
itself into a study of changes in the relative 
importance of various items in the banks' balance
sheets. In the distribution of its assets, each bank 
must take into account a multitude of factors which 
may be summarised in the terms safety, liquidity 
and profitability. It is possible to attach fairly 
definite meaning to the first and last of these 
concepts. On the basis of experience, banks find 
it necessary to keep only a certain ratio between 
their cash rrsources and their liabilities to 
the public. In some countries, this ratio is a 
conventional one, while in others minimum 
requirements are specified in the banking 
legislation. The. object of such lt>gal minimum 
cash reserve requirements is, of course, not only 
to ensure the safety of depositors' funds, but also, 
in part, to facilitate the central bank in controlling 

the credit policy of the commercial banks. 
In applying the criterion of safety to their assets, 

the commercial banks therefore rely upon the 
inflow of funds balancing the outflow over long 
periods and upon the expectation that withdrawals 
i n any particular short period will not exceed a 
certain maximum which they habitually or legally 
maintain in the form of cash. Standards of safety 
are, of course, not fixed and static, but change in 
accordance with economic conditions and general 
business sentiment. Bankers, like the rest of the· 
population, are affected by the prevailing spirit of 
optimism or pessimism. 

The meaning and nature of bank liquidity has 
undergone serious changes since the concept was 
first developed. Liquidity, like safety, has to do 1 

with the character of bank assets ; in the case of 
liquidity, the emphasis is upon the relative facility 
with which various types of assets can be turned 
into cash without loss or otherwise disposed of to 
meet liabilities falling due. Legislation in certain 
countries has imposed certain standards of liquic.ity 
upon commercial banks by prohibiting or limiting 
some types of loans and encouraging others. This 
legislation has, in general, tended to encourage the 
use of short-term credit instruments, the prototype 

. of which is the trade discount or commercial bill, 
on the assumption that such instruments are of a 
" self-liquidating character " and thus possess a· 
degree of liquidity superior to other types of bank 
loans. Commercial bills are largely based upon 
goods in process of production, and the expectation 
is that, as the goods move to a further stage of 
production, they will, in the normal economic 
process, be sold and thus permit the repayment of 
the bank loan. · 

It is significant that the belief· in the 
superior liquidity of the commercial bill to direct 
investments has come down from the time when 
direct investments were definitely irnmobilised 
- that is, before the establishment of organised 
stock exchanges. In modem conditions, securities, 
representing fixed capital, possess in normal times 
the quality of marketability to the extent to which 
current savings are normally absorbed by security 
investment. The trade bill is generally eligibl .. 
for rediscount at the . central bank, but the 
purchasing power . advanced against it becomes 
part of the permanent working capital of the 
country, and a sudden attempt to force repayment 
of the whole, or even a large part, of such credit 
outstanding (except, of course, the small fraction 
used only for seasonal requirements) would 
precipitate a crisis as inevitably as the attempt to 
liquidate large volumes of securities. 

I 



INTRODUCTION 

Tnod in Banking 19:!U-1929. 

Ftl.)[ll these obs.-r..-ati,,ns of a gt'nern.l~:haracter, 
it is ll<.'W n~~rv to tum to a detail,-d examination 
,,f the ch.lll<,'t'S ,~-hich took place in the characlt'r 
,,f O.'mn'k'rcial hanks' accounts bt-nwen 19.!5 and 
1-l-."Q. It is lll't p.lSSible in the space available to 
~~ s.-paratdy the eYolution in each country 

• o.wert"d by th~ pre;t>nt volun1e : special rd,-~nce 
"ill ~n-fore be made to the case of the r nih-d 
States of America and certain States of Central 
Europe. 

The ootstanding feature in the development of 
American commercial banking during this period 
..-as the declining importance of the commercial 
bill and the increased importance of the security 
loans. real-e>tate loans, and direct investments in 
public and private Sd:Urities.. Between the middle 
of 19.!2 and the middle of 1929. the total volume 
of credit extended by American commercial banks 
increased by $15.000 million. Of this increase, no 
less than Ss.ooo million are accounted for by 
security loans, $4.000 million by direct investments 
and Sz.soo million by loans on r~ estate. 
Ordinary commercial loans - i.e., discounts of 
commercial paper and loans on collateral other 
than securities or real estate - increased by on! y 
S J.SOO million, or 20 per cent, in this seven-year 
period. Commercial loans constituted a bout 35 per 
cent of the toW eamirg as.s<:ts of all commercial 
banks in the l"nited States of America in 1929 as 
oompared ..-ith over so per cent in 1922. Loans 
on securities rose from 18 )>"'r cent of toW loans 
and investments of national banks in 1922 to over 
25 J>"'f cent in 1929; for State banks the proportion 
r05e from 13 to 23 per cent. In the case of the 
national banks, rtal~tate k.ans increa5f'd from 
1.3 to 6.5 pe-r cent of total crooit P''rtffJ!io, and 
investm<ents in St:eurities other than Govemm•;nt 
c.bligati.-Jns from q ttJ 18 J>"'f cent. 1 

It is DQt n.,r-tSSarY ttJ o:msicl~r here in d"tail 
til'! tt:rJJY..rnic an<i instituti.-Jnal factors lying b.,hind 
thu chan~e in t!IP. character of cc'mm<:rcial banks' 
aw,ts. In part tlu,y relate !tJ th•! proc;ressiv" 
cr~tr:.tion <Jf intiu,try, which t.:nti•:d tr, diminatc, 
vnall firms, the chj.,f tW·rs ,,f comm•:rcial bills. 
Larg~ Ct"AJ'n;ititJIU have din-ct ar.o-ss to capital 
markd1, an<i during tl.i.s po-rit,tf many c.f them 
alm'-A . at fina.ncial indl,ptnd•:n6:. A large 
P"''P'Jrti()D of tll'!ir net prt,fih was re-iov~ti-A anrl 

thdr oth,-r capita I requircnu-nts were largely 
covered by the direct issue of St'curitit-s - at ftrst 
bonds, and Ia tcr stocks - to the public. 

The rapid growth of st•curity loans and direc.;t 
inwstments by Anwrican comnwrcial banks gave 
riSt' to certain und.·sirablc conscqut•nces the full 
significance of which has only become cle-ar in • 
recent yt·ars. In making loans on tht• basis of 
S('Curities - i.e., providing the public with the 
resources neces..«ary for thdr pu['(.hase - the 
commercial banks anticipated the real savings 
requirt-d if the capital thus inve..<ted were to be 
maintained. The expansion of this fortn of bank 
credit facilitated speculation in securitit·s much 
more than would app.'ar from the absolute amounts 
involved, as the velocity of circulation of the bank 
deposits resulting from security loans, particularly 
those to brokers, is exceptionally great ; and with 
the upward movement of stock pric .. s and thl' 
rapid turnover of stocks, it was possible to finance 
the last y .. ar of the St-curity boom cntirdy through 
a more rapid turnover of bank d .. P"sits and without 
any increase in th .. ir absolute amount. The rapid 
rise in security prices invo!v .. d a r .. duction in tht• 
yield on capital - the speculation b..·ing largdy 
based on the hope of appreciation in the capital 
value of the stock rather than on a consid .. ra· 
tion of the prosp<-ctive return. This naturally 
contributed to the boom in investment industrit·s 
nsing a high proP"rtion of capital. :\lany 
investments made und•-r the stimulus of v .. ry low 
capital rates subsequently provt·d unprofit;: bit·, 

From the purely banking P''int of vit·W, tlu· 
growth of St·curity loans larg.·ly rc·pres .. nted tht· 
offsetting of a short-!crtn liability with a lon~;-to·nn 
asset. Evl'n though the individual loans may 
have been made for only short po·riods, tlu· ultimatt· 
use of the funds provido·d through tho·se loans was 
for long-tertn purpoSl's : to provide ftxt"d capital 
for industry. In providing this flxo·d capital, the 
commercial banking sy,to·m cn·alt-d a~;ainst its•·ll 
a body of claims in the form of dt"posits, which 
might be withdrawn at sight or short notiCf•, The 
as,.-b hdd against tlu·sc claims CfiUld only bt: 
lirjuida tc:d in an t·wnomic seus~: by till' salt· of t ht• 
St:curitirs h•·ld as CfJIJatc·ral hy tht· banks to 
dc·po"itor,._.;.e., by tlw invo·sting public "digo·~ting" 
tht, ~curiti~:s it had aln·ady bought. Thi~ i• 
llf·e<-ssarily a ~low pnx:•·•s. am! an alto·mpt to 
S{lf·•:d it up hy throwin~-; t;t·curiti, s on tlu· market 
mw;t h~•d to Jn,S<·s. The Am,rican banks did, in 

• fact, att.-mpt to li<Juidat" larg" volunws o[ s~t..uriti"s 



INTRODUCTION 9 
in the Ia tter part of 1931 a~d the first part of 
1932. The result was that security quotations, 
particularly of bonds, which had been well 
maintained until then, fell very sharply and the 
capital market was demoralised. · 

Growth of Bank Deposits as a Form of Investment in 
Central Europe. 

It has already been shown in Table I above that 
the growth of commercial bank deposits between 
the end of 1925 and the end of 19~9 was particularly 
rapid in countries whose currency systems were 
very severely disorganised during the post·war 
inflation- Poland, Hungary, Latvia, Estonia and 
Germany, for example. By the end of 1925, the 
currencies of these countries had been stabilised 
in Ia w or in fact. Two features of the subsequent 
development in these countries are particularly 
worthy of attention from the present point of 
view- namely, the growing use of bank deposits 
as a form of investment and the increasing reliance 
on foreign loans. 

The inflation in the class of countries referred to 
largely wiped out the utpitalist rentier class. 
Fiscal and social policy were influenced by the 
desire to secure a more equal distribution of 
wealth, and capital ·resources which had formerly 
been largely concentrated in relatively few hands 
became more evenly divided. The owner of small 
capital resources is naturally less willing to take 
the risks involved in direct investments through 
the purchase of equities than the owner of 
large resources ; his knowledge of the relative 
attractivenesS of different types of investment is 
less and his power to spread risk& through 
diversification of assets is slight. In many 
countries, during the perihd under review, the 
investment of the small capitalist therefore took 
the form of a bank deposit ; the necessity for 
choosing a particular bond was avoided, a fixed 
income and apparent security obtained. The 
task of putting the capital to productive use was 
left to the hanks. 

In view of the shortage of capital in the countries 
concerned, it was, perhaps, not unnatural that the 
banks should have used the funds deposited with 
them to make loans to industry for long·term 
purposes. In so far as this was done, the real 
owners of the fixed capital of industry were, of 
course, hank depositors. But the kga I po!ition 
was quite different : instead of this ownership 
taking the form of the holding of equities which 
did not constitute a fixed charge on industry, it 
took the form of a double set of debtor-creditor 

relationships - industry owed fixed sums to the 
banks from which they borrowed, and the banks 
owed fixed sums to their depositors. The 
inflexibility of industrial c:o&ts was aggravated and 
the inability of industry to adjust itseU to falling 
prices increased ; and, as in the case of the United 
States of America, the economic area subject 
to sudden liquidation pressure - through the 
withdrawal of deposits - was widened. The 
importance of both these factors became obvious 
in the subsequent period, when mass withdrawals 
found the banks unable to liquidate their loans to 
industry ; and industry, on the other hand, was 
partly prevented from operating profitably by the 
necessity for meeting fixed interest payments 
on its bank advances. 

Increasing Use of Foreig" Short-Term Funds. 

The expansion of commercial hank credit in 
many European countries after the collapse ·and 
subsequent rehabilitation of currencies was partly 
financed through foreign borrowing, largely on 
short-term account. 

The war and inflation periods left many 
countries poor in capital resources. Industrial 
reconstruction, the modernisation of capital 
equipment and large State expenditure all resulted 
in a heayy demand for capital ; its internal 
accumulation, on the other hand, was checked, in 
some degree, by soeial policy and was not sufficient 
to meet the internal demand. Interest rates rose 
in consequence, and the high differential between 
the return on capital available in these countries 
and that available in the creditor countries where 
capital was more abUndant naturally led to a flow . 
of capital from the latter to the former. ·But 
foreign capitalists, though desirous of taking 
advantage of this differential, were in many rases 
unwilling to invest their capital at· long-term ; 
the necessary confidence - political as well as 
economic - in the security of a long-term 
investment was frequently lacking. Consequently. 
credits were granted on short-term account ; the 
creditors hoped that in this wa ¥ they would b•: 
able, if circumstances dictated, to withdraw th~·ir 
credits at very short notice. These credits took 
several different forms : they were sometimes made 
directly to industry through branches of foreign 
banks situated in the borrowing 'country ; they 
sometimes took the form of acceptance Cfl'dits 
secured by warehouse receipts, shipping docunwnts 
and other titles to goods ; they were sometimt"S _ 
simply cash advances from the lending bank or 
deposits made by it in the borrowing bank. 

' 
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Slltliciffit data are oot available to enable a Such data as are available suggt'st that tht·y, too, 
~t to be made of the amount of short- made inCI't!llSing use of foreign short-term funds in 
1l!ml capital lt'Dt abroad in this way during the the period preceding the depression. In Colombia, 
~truction ~- Between the end of 19:16 for example, the amount due by commrrcial banks 
and the end of I9l9o the estimated total foreign to foreign correspondents rose from less than 
short-term indebtedness of Germany increased I million pesos at the middle _of 1925 to over 
from 4-1 to II-7 milliard R."\1., or by 7.6 milliard R~. 14 millions at the middle of 1930 ; in the same 
(almost ~ 000 millioo.). The Gt>nnan banks period, amounts due to them by foreign banks 
acmuntl!d fo£ 5.2 milliard Rll. of this increase (tbe increased by less than 4 million pesos. 
rest being due to direct borro"Aings by industry A large part of the foreign short-term credits of 
and by mnnicipalities) and their total foreign the period under review were nominally granted 
sbort-tenn liabilities at the end of 1929 amounted for the PllfllOSC ot financing the foreign trade of 
to 8.6 milliard U. They held at that date the credit-taking country. This was the case, for 
mign short-term aSSO!ts of 3·7 milliard R~. example, of the so-called aCCt'ptanee credits which 
(excluding Reichsbank ~,.), so that their net were largely granted on the basis of shipping or 
foreign short-term indebtednffi; amounted to about warehouse documents. Though these <Tedits were 
5 milliard ltli. The net foreign short-term generally of three months' duration, it was not 
indd»tedness of German banks. indeed, amounted infrequently agreed at the time the credit was 
to about a third of the total credit portfolio given that they would be renewed three or four 
(discounts. loans, investments and participations) times, or even more often, against a S or 10 per cent 
of all German Q)llliilercial banks at the end of repayment at each maturity. Not only the trade, 
1929- In other words, at the end of I929· one- but also the industry, of the European countries 
third of the German banks' outstanding loans to referred to was partly financed through foreign 
mstomers had been made with funds borrowed short-term credits ; the credits grantt-d, though 
abroad which might be recilled at any momenl: sometimes short-term in name, were in fact 

In the post-war period. the VleDilese banks frequently renewed and became part of the 
carried on their pre-war tradition of foreign permanent working capital and even part of the 
bnsin= and influence ; in a large measure they fixed capital of the country. 
haw acted as intermediaries in the flow of capital 
from Western Europe and America to Eastern and 
South-Eastern Europe. The importance of the 
foreign accounts of the VJeDnese banks may be 
judged from the following figures : at the beginning 
of I93I· the foreign short-tenn liabilities of the 
Creditanstalt alone exceeded 450 million schillings, 
and that of the other VlellJlese banks amounted to 
about~ millions. This total of almost 750 million 
schillings ($no million} n·presented more tban a 
quarter of the aggregate earning assets of all the 
Vlellllt5e banks. TO\\·ards the end of 1931, the 
medium- and short-term foreign bcJJTowings of the 
Hnngarian commercial banks were ~tima ted at 
abou1 Szs million pengo {over $140 million), while 
thcir sbclft-t<:ml foreign assets a mount<·d to 
120 million Jl"DrO. The total •=am ing assets of 
the Cl"..rnrn.1'cial banks, within Hungary, e:wxded 
3-soo millinn pengo. 

In the t,..,, f<'aTS rrp8 and 1929. the foreign 
w.rt-t.,nn brJITowings •Jf Polish credit institutions 
ina.a~ fmm YJ9 to &;3 million zloty (S75 milli,m). 
t:"nfr.rtunatt:ly, dcl.ai.kll statistia are nnt avaibble 
ro:gar<iing tho-. !ibort-tmn f,lfeign borrowing (J( 

e<J~J~Jnr.J"eial banb in South-American. countries. 

• J9ZI. 

Reduced RelaJive lmpl1rl4"" of Bartl<$' 0!.• p,.ruJs, 

Alongside this double tendency just analysed -· 
the use of deposits .as an investment and the use of 
foreign short-term funds for long-tenn purposes -· 
there developed a third tendency in the period wtdcr 
review, whicb aggravated the dangers of the otht·r 
two. This last was a tendency for the commercial 
banb to allow an increase in their liabilities to the 
public, in the form of deposits, to take place without 
at the same tim~ increasing their own capital 
resources in proportion. Detailed statistics on 
this point will be found in Table IV of the last 
edition of this memorandum. The following figures, 
showing the changes in the percentage ratios of their 
own resources to public liabilities, are given by way 
of sample illustration: 

Argentine Rt·public. . , • 
Australia and New Zealand 
Austria . 
Belgium. 
Brazil • 

. . 

. . 

191.1 

39·0 
22.2 

33·3 
24·3 
36.o 

19r.5 1?29 

15·3 13·3' 
111.6 20.2 
17·4 15. I 
16.8 25.6 
22.5 20,8 
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1913 
62.3 
10. I 

. 24-7 
30·3 

52.8 

192.5 
38.11 

7·5 
20.9 
B.o 

14.0 
31·5 
J0.8 
22.4 

in most Latin-American countries included in the 
present volume ; indeed, it was only in Chile and 
Peru that the ratio in question increased between 
1925 and 1929. The ratio also increased in Canada, 
the United States of America, South Africa, 
Australia and New Zealand, but in no case was the 

. 1913 level again attained. In Europe, there was 
a. particularly sharp decline in the ratio of own 
funds to outside liabilities between 1925 and 1929 
in Estonia, Germany, Hungary, Latvia and Poland. 
A reference to Table I will show that deposits 
increased more in ~hese countries than elsewhere ; 
the commercial banks did not raise new capital in 
proportion to this rapid increase in their liabilities. 
The capital ratio also fell in Austria, the 
Netherlands, Czechoslovakia and certain other 
European countries between 1925 and 1929, but it 
rose in Belgium, Denmark, Finland, France, Italy, 
Portugal, Roumania, Sweden and Yugoslavia, and 
was stable in the United Kingdom: 

Commercial Bank Credit during the Depression. 

Between the end of 1929 and the end of 1933. the 
total volume of commercial bank credit outstanding 
contracted very sharply in most countries. A first 
~pproximation to the amount of this contraction 
may be made from an examination of the 
commercial bank returns of the forty countries 
included in the present volume. Total deposits in 
these banks were reduced from $82,5oo-S84,ooo 
million at the end of 1929 to less than $6o,ooo mil
lion at the end of 1932, or by about 30 per cent. 
The qualifications with which these figures must be 
treated have already been mentioned above. 
In particular, it shoUld be observed that the 
inequality in price movements in different parts of 
the world greatly limits the significance of any 
comparison of the purchasing power represented by 
aggregate world commercial bank deposits in 1929, 
and 1932. Moreover, the velocity of circulation of 
bank deposits fell very sharply between these years, 
so that the decline in the effective use of bank 
credit outstanding was much greater than the 
decline in its absolute amount. 

The character and extent of the credit contraction 
of the past few years have varied considerably 
from country to country .. It is possible to discern 
several ·distinct periods in the contraction, which 
will be analysed in some detail below. A rough 
comparison of the extent to which the commercial 
banking systems of various countries reduced the 
total volume of credit outstanding between 1929 

l 1926, 

and 1932 is afforded by Table II below, which shows 
the range ef percentage decline. in national currency, 
of aggregate commercial bank deposits in the 
countries included in the present volume. This 
table is based on the detailed figures given m . 
Appendix I at the end of this Introduction, to 
which reference should be made. 

It is not necessary to repeat here the qualifications 
which have already been made regarding the 
comparability of the figures for different countries. 
The data on which the table is based are wider in 
some cases than in others ;·and in some countries 
the currency unit in which deposits are measured 
has remained a fixed value in terms of gold while 
in others it has deprj!Ciated. In spite of this 
incomplete comparability, at least one striking 
conclusion emerges unmistakably from Table II. 
It is that the contraction of commercial bank 
credit - as measured ·by total deposits - has 
been particularly drastic in certain of the European 
debtor States which borrowed rnosf heavily abroad 
in the period preceding the depression, and in 
which bank deposits were most extensively used 

. as a form of investment. The commercial banks 
of the countries included in the first cohmm wt>re, 
without exception, subject to heavy runs on the 
part of domestic and foreign creditors. It would 
be wrong, however, to conclude that the liquidation 
of credit ifl geJJeral was greater in these countries 
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PEJtCL'ITAGE DECUNE llf Tor.u.. Co:v:xERCIAL BANK DEPOsm 

IN VARIOUS CoUNTRIES, 1929"1932• 

(In tenus of national currency.) 

~of Decline of Decline of Decline of 
~~per cent Increase· 

flo-40 per cesat 3o-2o per cent zo-ro per cent 

Latvia 
Nuld 
Austria 

Venezuela 
U.s.A.. 
lle.'cico 
Colombia" 
Portugal (1931) 
&-lgium 

Estonia 
Netherlands 
Chile 

Argentine Repub-
lic 

South Africa 
New Zealand 
Italy 
Czechoslovakia 

lithuania 
Sweden 

·Switzerland 
England and Canada 

Norway 
Bulgaria 
Germany 
ROUJD2nia (I9JI) · Ecuadoc 

Yugoslavia (1931) (1931) -, • 
AnstTalia 
Denmark 
Uruguay 
Hungary 
Finland 

Wales 
Brazil . 
Bolivia 
Peru 

than elsewbere.. The above table relates to total 
deposits ; and while the order of the varions 
wwib:if:s included would not be radically changed 
if .6gwes fo£ total discounts, loans and investments 
bad been used (see Appendix III), nevertheless it 
m1t:.-t be bome in mind that commercial banks, 
which are alone covered by this volume, are not 
the only purveyors of aedit. To cite bnt two 
illustrations :in Poland. long-term credit is chiefly 
ertended by the National Economic Bank and the 
State Land Bank. whose loans outstanding were 
.......qderably higher at the end of 1932 than at the 
end of 1929 ; and in the Cnited States of America, 
the Recoostructimi Fmance Corporation granted 
loans amounting to almost Sz,ooo million in the 
CXlUr5e of 1932. . 

The last column of Table II shows that, in seven 
coantrils, total commercial bank deposits were 
hil;;ber at the md of 1932 than at the end of 1929. 
~ee of these are European creditor States in 
which coo 6dence in the commercial banking 
r.ystans was -n maintained throughout the 
do?~. and three are South-American States 
whose currencits were heavily depreciated or 
denluated in the course of the period covered. 
The r~ cnunuy, Lithuania, ~owed very 
little abr<Jad befure 19Z9· This country W36 not 
ll!ri<JIIily a1lected by the econt.llllic depression until 
1931 ; in the O)llne of 1930. there was a very 1harp 
ina- in dr.poWu, and, though · extensive 

India (1931) 
Japan 
France 

withdrawals took place in 1931, total deposits had 
not been rednced below the 1929 level at the end 
of I9JZ. 

The most important changes which took place 
over this period (19Z9-I932) in the various types of 
credit extended by.. commercial banks may be 
studied in ·detail in Appendix III ; the effect of 
these changes od the relative share of their credit 
portfolio constituted by different assets is shown in 
Appendix IV. ·~·"I:he most uniform and striking 
change is an increase in the relative importance of 
investments in total credit, outstanding. The 
following table shows for certain selected countries • 
the percentage distn"bution of total discounts, loans 
and investments among each of these items at. the 
end of 1929 and 1932. I 

With the single exception of Japan, investments 
· constituted a higher proportion' of the total credit 
extended by the commercial banks of every country 
inclnded in Table Ill at the end of 1932 than 
at the end oh9z9-: ·An examination of Appendix IV 
willthow that the countries included in Table· III 
are, on the whole, typical of most countries covered. 
by this memorandum. Apart from Japan, 
investment. fell in relative imporCance between 
1929 and 1932 only in Italy, Lithuania and Mexico. 
Moreover, in most countriet, not only the 
proportion, bnt also the absolute amount, of 
securities held by the commercial banks increased 
in this thre&-year period. The credit contraction 
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Table 111. 

PERCENTAGE DISTRIBUTION OF ToTAL COMMERCIAL BANK CREDIT 
OUTSTANDING IN CERTAIN COUNTRIES, 1929 AND 1932. 

Discounts 

1929 1932 

Austria . . . . . . . . . . . 12,4 6.2 
Bdgium. . . . . . . . . . 19-2 21.5 
Finland • . . . . . . . . . J4.1 21.5 
Germany . . . . . . . . . 23-3 21.3 
Latvia. . . . . . . . . . . 39-0 29-3 
Switzerland . . . . . . . . 11.9 7·3 
England and Wales. . . . 14.6 iz.8 
U.S.A. . . • . . . . . . . 33·0 29-3 
Argentine·. . . . . . . . . 42-9 41-5 
Chile • . . . . . . . . . . 28.4 9·9 
Japan. . . . . . . . . . 10.2 9·7 
New Zealand . . . . . . 2.0 1.0 

~ therefore largely confined to discounts and 
advances. 

Of the countries included in Table III, it was 
only in Belgium and England and Wales that the 
importance of discounts increased between 1929 
and 1932 ; this was entirely due to increased 
holdings of Treasury bills, a particularly liquid 
asset for the commercial banks of those countries. 
Commercial discounts fell sharply here, as in other 
parts of the world. Of the countries not included 
in Table III, the relative importance of discounts 
also increased in those where the commercial banks 
have taken up increased quantities of Treasury 
bills - i.e., France, Italy, the Netherlands and 
Sweden. The relative importance of discounts 
also rose in Hungary- perhaps for the same reason 
-and in Ecuador and Venezuela. 

Bat~kitlg Developments it~ 1930 : Tile Freezit~g of 
Credit. 

It iJi now necessary to examine in detail the 
development of commercial bank credit in the 
various periods to which reference has been made. 
It is convenient to begin with the year 1930, a 
period, in most countries, of postponed liquidation 
and the freezing of credit. Of the twenty-four 
European States included in the present volume, 
total commercial bank deposits were lower at the 
end of 1930 than at the end of 1929 in only three 
- Germany,Bulgariaand Portugal. On the other 
hand, outside Europe a contraction of deposits was 
general : an examination of Appendix I will show 
that, in the course of 19~n, total commercial bank 

Loana and Advances Investments 

1929 1932 1929 1932 

n-o 81.8 10.6 12.0 
63.8 50·4 17.0 28.1 
63.2 7J.7 2.7 4·8 
70·9 65.8 5.8 12.9 
58.6 62.5 2-4 8.2 
8o.9 83-7 7·2 . 9·0 
66.8 46·7 x8.5 30.5 
39·4 31.6. 27.6 39·1 
51.8 51-5 5·3 l7·0 
64.2 8o.6 lH 19·5 
53·0 54·3 36.8 36.0 
87.6 ' 75-0 10.4 I 24.0 

deposits fell in all the British dominions (except 
South Africa), in Japan, and in six of the ten Latin
American States included., The decline was most 
marked in the South-American countries. Among 
the countries in which deposits rose, the increase 
was most striking in the case of Lithuania, where 
it exceeded 25 per cent. 

The accumulation of deposits in commercial 
banks is a common feature of the initial stages of 
most periods of economic depression. The fall in 
prices and reduced profitability of business 
enterprise make business-men less inclined to incur 
the risk of investment and more inclined to keep 
their capital resources in. the form of cash balances.
These cash balances are normally held as bank 
deposits .. The extent to which " savings " will 
accumulate in this form in. any particular country 
depends on a variety of factors which cannot be 
analysed in detail here. The predominance of 
raw- material -producing States amongst the 
countries where commercial bank deposits fell in 
1930 iJi significant : it refl~ts the very drastic fall 
in the price of goods on which the economies ef 
these countries are most largely dependent, and 
the deterioration in their terms of trade. 

Cash balances held by business-men and others 
in time of depression are, from the point of view of 
those having title to the sums involved, a form of 
investment ; as the return on balances held in the 
form of time or deposit acounts was greater than 
that available on current accounts, it is natural 
that the former should have risen more than the 
latter. A detailed examination of Appendix II 
will show that, in the course of 1930, the ratio of 
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time &posits to ~nt accounts rose in twent~ 
thRe of the thirty-three countries for which 
detaikd specilkation of &posits according to 
-tllri.ty is n-ailable. In ele"-en of these countries 
- c.choslo"-aba. England and Wales, Estonia, 
Italy. Lan"ia. lle.Uc:o, Peru, Poland, Sweden, the 
l'nited Statesof.\merica and l'ruguay-both cur
rent accounts and time deposits increased, but the 
lattel" more than the former. In se"-en• South 
Africa. Australia, Bruil, Ecuador, Greece, New 
Z..,.land andSwitlPP'IIand-timedepositsrosewhile 
cmreu.t accounts fcll ; and in five - Canada, 
Chile, Colombia, Japan and Portugal - both 
sight and &posit aa:ounts fdl, but sight accounts 
more than time deposits .t In Bolhia, both types 
of deposit fell, but current aa:ounts less than time 
depo:;its.. In only one country - namely, in 
Germany - did cmrent accounts rise in 1930 in 
the face of a decline in time deposits; but the sight
depo:;it figures shown· in -~ppendic:es I and II foc 

~ 

that country include balances due to German 
credit iustitutions ; it may well be that, if detailed 
inbmatioo regarding the time distribution of 
individnal deposits in German banks were available, 
they wuuld show a movement similar to that 
obse: wed in most other countries. 

:Sot only did the amount of time deposits in the 
commen:ial banks of twenty~ of the thirty-three 
countries foe which detailed figures are available 
iocrease in the c::omse of 1930 ; there was also an 
almost anivasal inaease in deposits in savings 
hanks Table IV shows the amounts outstanding 
to the c:ndit of depositors in the savings banks of 
~ cormbies at the end of each year 
siDoe 1929- . 

The only cormtries included in Table IV where 
deposits in savings banks did not increase in the 
CIXU1ie of 1930 are Austr.ilia, Canada, Chile and 
Sew ka!and ; it will be recalled that deposits in 
o•i!iiwtcial banks also fdl in these countries. On· 
the other hand. the rise in deposits in the savings 
bub of Germany in 1930 was greater than the • 
simultaueoas dedine in deposits in commercial 
banh The 'elri"al rise in depo&its in savings 
1lanb is due to fadocs of the same kind as those 
IN"Iioaed above in connection with the inaease 
in time deposits in commera;u ba.nb. Deposits in 
..mop 1lanb largely repraent the accumulations 

of the lower-income groups ; and, as the incomes 
.of these groups were relatively wcll maintained in 
the first stages of the depression, it is not surprising 
that savings-bank deposit!\ should have shown a 
rising tendency; Certain factors of a special nature 
also help to explain the· increase in 1930, but more 
particularly, in later years - namely, loss of 
confidence in the commercial banks and the desire 
on the part of depositors to· enjoy the State 
guarantee frequently given to deposits in savings 
banks. 

It has been stated above that the decline in 
'. ' commercial bank depos1ts durmg 1930 was most 

marked in the Latin-American countrie$. The 
decline ranged from 3 per cent in Brazil and 
Ecuador to over so per cent in Venezuela; in the 
Argentine, Mexico and Uruguay, deposits rose. 

•In Peru, a new currency unit (the sol) was adopted 
in 1930 : this unit had a par value of one-tenth of 
the old Peruvian pound. As total commercial 
bank deposits were only seven times higher in soles 
at the end of 1930 than in pounds at the end of 1929, 
it is clear that the gold value of bank deposits fdl 
in 1930. 
. With the exception of Brazil and Ecuador, the 
commercial banks of all South-American countries 
which suffered a decline in deposits in 1930 reduced 
their total credit portfolio less than the fall in 
deposits. In Venezuela, for example, deposits fell 
by 52 per cent and total discounts, loans and 
investments by only 4 per cent ; in Chile, deposits 
fell by 12 per cent and the credit portfolio by only 
5 per cent. Moreover, in the Argentine and 

. Uruguay, credit extended by the commercial banks 
increased more than deposits with them. In most 
cases, this is explained by a diminution in the. cash 
item and a reduction in balances held with banks 

· abroad, or by an increase in the note circulation or 
foreign borrowing of the commercial banks. In 
Mexico,· however, aggregate credit extended· 
remained stable in the face of an increase in deposits, 

In Canada, total commercial bank credit 
outstanding fell by 10 per cent in the course of 
1930, as compared with an 8 per cent decline in 
deposits ; in the United States of America, the credit 
portfolio rose slightly while deposits remained 
substantially unchanged. In Japan, total deposits 
feU !!lightly in 1930, while credits were maintained 
closer to their 1929 level ; this is a1ao true of 

n" Ia '!""'~oldie-~ ia wiUcb the ratio chaupd ia faYOIU' of Clltl'~t aceouata- the Argeatlae, Auatria, 
1 ' ••:;.,!';;.:;:!::. ~· Norway aad Spaia- both caneat aad tJme depoaita roee Ia 1930, but 

:;" . 1M: Ja all the alx>¥.meatioaed coaatriee, except Denmark aad the Netherlallda - .,:;;. '!;::::: ~~"": :::::-;• .., alight that the latt« dicl aot c:on.titute more thaa oae-half of one pe; 
· nip , 1 otiou to.... 1930 thaa at the eod of 1939 : tbae coaatriee caa tberefoz'e hardly be } -,....una~e. 



Table IJ. 
DEPOSITS IN SAVINGS BANKS OF CERTAIN COUNTRIES, END OF 1929-1933· 

(Ia millioas of utional cumncy units.) 

CoaaU)' - Type of Sav!Dp Banb Currency 1929 

Allltria. • Post Ofli.., Savin goo Bank. . . . . . . echilliDg 8~ . . . . . . . . . . . Otb•r Saving< Banks. • 778 . . . . . . . 
~ Caisoe Ke,nale d'q>argne. . . . franc 5.438 

BeJcium • . . . . . . . . . ' . . Boerenbonff . . . . . . . . . . . . • 1,275 
Post cheque accounts . • • • • • • • 0 • • - •z,o87 

Bu!Karia. . . . . . . . . . . ·1 Po-.t Oflico Savingo Bank • • • • • • • • • • lev 6~4 
Savinp Banks •• • • • • • • • • • • • • . . koruna 16,s86 

Czecbotloftkia • . . . . . . • Co-operati"Ve Crodit Auociatioo and Agricultural 
District Banks • • . . . • . • . • . • • • • 10,151 

Demnark. . . . . . . . . . . . 'I Savlngo Banks • • • . • • . . . . . . krone 2,120 
&tonia. • . . . . . . . . . . . • State Savlnp Bank • • . • . . . . . . E.kroon 3·4 
Finland 

. Pool Ofli<e and ordinary • • . . . . . maJkka 4,0]6 . . . . . . . . • . . . • Co-operative Banks • • • • 8•3 . . . . . . • 
Fnnce. . I Cai- national• d · q>argoo , . . franc u,6s8 . . . . . . . . . . • Cai.,.. priveea • • . • • • . . . . . • 10,]14 

Germany. I Saving& Banks • • • • • . . . . . . Reichsmark 9,314 . . . . . . . . . . • Cenossenacbaft&verbllndo. 3,024 . . . . . • 
Greece. . .. I Poat Office SavinRS Bank. . . . . . . . drachma 386 . . . . . . . . . • N a tiona! Bank of Greece • . . . . . . . • 1,329 
HUDKaJY· I P01t Office Savings Bank. . . . . p<'ngil ss . . . . . . . . . • Otber Savings Banks. • • so 0- • • • • 0 0 • • • 
In! land. I Post Offico ordinary Savings Banka (Trustee) • £ 4·3 . . . • . . . 

• Savinp Certi &cates • • • • • • • • • • • • • 5·' 
Italy. . . 1 

Post Office Savings Bank. • • • • • • • . • lire 11,644 . . . . . . . . . . • Other Savlnp Banks. • . • • , • • • • • • • 13,893 
' I Post Offico Savlnp Bank. I at 3·6 Latvia. . . . . . . . . . . . . . . . . . • Otber Savinp Banks ••• . . • 1·7 

Utht•ania I Post Office Saving& Bank. . . litu 2.1 . . . . . . . . . . • Otbor Savings Bank!. • • • • • . • 43-3 
Netberl,od& I Poot Office Savinp Bank. • • • . aulden )51 . . . . . . . . . . · Other Sa' in!!' Banks. • • 381 . . . . • Norway . . I Savings Bank.< • • • • • • • • krone . . . . . . . . . . r • 2,201 

Post Office Savinp Banks • • • . . zloty 173 
Poland. . . . . . . • Other Savings Banka. • • . • • • 402 

Co-operative Credit Aasoclation • • • • 338 
Roumanla . I National Savinp Bank. • • • • • • • . . . leu 198 . . . . . . • • Other Savinp Banks. • , • • 1,532 
Swedon •• I P01t Offi"" Savlnp Bank. . • • • • . . krona 284 . . . . . . . . . • Other Saving~ Banks. • • • • • • • . 2,884 • Switzerland. . . . . . . . . . • Cantonal Banks. • • • • • • . • . • franr 1,817 
United Kingdom P.O. ADd other Saving. Banks (Trustee) II. 410 . . . . 

· National Savings Certificate• • . . .• 483 • 
Vucoalavia. 

I Poat Office Savin~• Bank. • • • . dinar 107 . . . . . . . . . . State Mortgage Bank. . . . . • • 455 
Other Savinp Bank& (Municipal) • • 1,02.5 

Canada. I P011t Office Savtn,. Bank ••• s 26 . ... . . . • . . . . . · Private Savings Banks. . . . . . • 67 
U.S.A. . . . . . . . . . . j New York State Savinp Bank • 4·392 

·· Postal Savings system • . . . • 164 
MseJJiine . ' . . . . I Pool Office Saving& Bank. • • I pe•o 97 . . · Other Savings Banks. . . . . . . . . . . • 59 Cblle. . . . . . . . . . . . ., SavinRS Banks • • • ·• . . • , . • • . • , • 237 
New Zealand, • • . . . . . P.O. and Truttf'e Savinp Banks . . . . . • , ' 58·7 
A110tralia. . . . . . . . . . Saving Banks and National Savinp Certi6catea. • 220.0 

JapaJS • . . . . . . . . . . I Pool Oflir.e Savinp Bank. • . . • . • • • • • yen 2,058 . . ' Other Savings Banks 4 • • • • • • • • • , • • • J ,<421 

1 March following year. • PrcMalonal figuree. . ,N_.. • Including amall amount of current accounts . 
• Jndgdtal current accouota. 
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INTRODUCnON 

MW w4nd. whik in Australia credits reJl slightly 

-- thaD do:-p.lSit:s.. 
Ill the majority of non-European States. then, 

the ~te lfilcounts, loans and investments of 
~ banks ~ better maintained in 1930 
t1wt tboeir deposits. In gener.i.l, this was the case 
~ d.:p.lSits rose or fdl ; as already observed, 
dc:c:iims in deposits ~ more frequent in Uaese 
rountries than increases. ln most European 
rountrie:;, on the other band, dt>p.lSits rose in the 
rour.;e of 1930 ; but frequently loans, etc., rose 
less t1wt d.:posits. At the same time, certain · 
otbe£ types of liability, and in particular rediscounts 
and othe£ borrowings, were generally reduced. 

.u examination of Appendix Ill -Aill slaow that, 
in the great majority of European countries, the 
total credit portfolio was higbe£ at the end of 1930 
than at the eDd of 1929; in Lithuania, where, as 
alreadv obsehed. the depression came relatively 
late.~ much as 23 per cent higher. In only seven 
of fhe twmty-four European States included did 
the total · volume of commercial bank credit 
ootwuwing contract in the course of 1930, and in 
four of these (Latvia. Bulgaria. the Netherlands 
and Roumania) the contraction was about S per 

' cent oc less. 
In the majority of countries which experienced 

aD expancion in the volume of commercial bank 
credit outstanding in 1930, the expansion was due 
to an incRase in loans and advances and in security 
holdings which more than compensated a reduction 
in commercial discounts. Exceptions to this rule 
are feW8' than would appear from a study of 
Appendix ill, as banks' holdings of Treasury bills 
{wiUch are seldom slaown separately) are included 
with COIIIIIlacial bills under " discounts " ; and an 
examination of the detailed notes given in the 
iudnidual chapteq will reveal that, where total 
discounts increased in 1930, it was generally due to 
Treasury bills. Of the seven European countries 
whf:n total credit outstanding fell in 1930, loans 
and advances in three- Germany, Finland and 
Romnania~ increased or remained virtually 

·stationary; security holdings in latvia, the 
Sethedands. Fm!and and Roamania ·increased ; 
and only in Bulgaria and Poctugal did all clwes of 
credit contract. 

Tbe loans and advanc:u of the joint-stock banks 
of Fngland and Wales fell mbstantially during 1930; 
as already "b!erved, their depoAts were well 
maintained, and the faD in advaDCQ was more than 
CXlUIJI"'Slted by an ina-ease in the banks' holdings 
of Treasury biDs and long~ted Government 
-=mila. Ouuide Europe, reductions in total 
credit wt.taoding ·- like reductions in total 

deposits- were more common. Of the·ten non·.· 
European countries, however, where the commercial 
banks' total credit portfolio fell in 1930, holdings 
of investments- and in particular of Government 
'securities- increased in aU except Japan and New 
Zealand. Moreover, as in the case of Europe, 
advances were, on the whole, better maintained 
than commercial discounts ; in the United States of 

. America, the Argentine, Brazil, Chile, Peru, Uruguay 
and Japan, they were increased between 1929 and 
1930. . 

The fact that loans and advances of commercial 
banks were so well sustained in most countries. in 
1930 appears somewhat surprising, in view of the 
sharp downward trend of economic activity in that 
year. In certain countries - for example, France, 
Lithuania and the Scandinavian countries - the 
downward turn of the business cycle did not come 
until considerably later than in others. Elsewhere, 
however, the maintenance of loans end adV&ncC! 
level generally represents the freezing of credit 
rather than an upansion of bnsiness activity. 
Industrial borrowers, faced by a rapid fall in prict's 
to which they could not quickly enough adjust 
theii costs, and by a rapid decline in their volume 
of operations, were bequently unable to meet their 
bank loans as they fell due. In n;any countries, the 
commercial banks were heavily involved in industry 
through direct participations or current account 
loans which had been• used to provide fixed capital, 
and to have forced the repayment of such advanct's 
might have caused the forced liquidation of the 
borrowing conct'm and heavy losses to the banks 
themselves. To sustain these firms in the difficult 
period and protect loans already granted, the 
commercial banks had frequently to grant fresh 
credits, especially when their relationship with 
industry was of an intimate character. In the 
course of 1930, for example, the big Berlin banks 
increased theii current account advances to 
customers other than banks by over 100 million RM.; 
an analysis of the cover behind these advances 
slaows that advances covered by securities not 
quoted on the slock exchange increased by over 
200 million RM. · The correspondent accounts of 
the three or four principal Italian banks, which -.. 
include the bulk of their advances to the industrial 
and commercial concerns with which they maintain 
cloee relations, increased by 750 million lire during 
1930· The Viennese banks increased their total 
loans and advances by 330 million schillings in the 
course of that year, this increase being chiefly due 
to the Creditanstalt, which felt itself obliged to come 
to the as&istance of certain firms with which it was 
clotely llliiOCia kd. In Hungary, 'the commercial 
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banks' loans and advances on current account were of their capital Fear of currency depreciation, 
IOO million pengo higher at the end of 1930 than at bank failures and future impediments to withdrawal 
the end of 1929; their discounts also increased by all combined to bring about a mass attempt to recall 
more than 250 million pengo. This latter increase credits previously granted. The distrust in the 
is largely due to agricultural bills and represents currencieS of the countries affected was aggravated 
the financing of unsaleable stocks of wheat and by the loss of gold and foreign exchange reserves 
other farm products. suffered under the first impact of the c.pital 

The freezing of credit - the decline in the withdrawals ; in many countries, a flight of domestic 
t•ffectivencss with which the existing volume of capital took place · at the same time as the 
bank credit is used-is reflected in a reduction of withdrawalofforeigncredits. These runs naturally 
the velocity oftumover of bank deposits. A refined precipitated the evils which had been feared. As 
measure of this velocity is available for only a few one country prevented further export of capital
countries. In the United States of America either through 1:greernent with creditors or through 
(outside New York City) the velocity index, official control of foreign exchange transactions, etc. 
corrected for seasonal fluctuations, fell by almost -or was foreed to allow its currency to depreciate, 
30 per cent between October 1929 - the month of attention was directed to other countries ; the rapid 
the sharp break on the New York Sto<.k Exchange shifting of capital from one centre after another 
-and the end of 1930. ~n Canada, the percentage resulted, by the end of 1931, in the disorganisation 
of bank debits to deposits declined by about the of the monetary system of the greater part of the 
same amount in that period. A comparison of · world. 
figures relating to bank clearings with those relating In most countries losing capital, the funds 
to bank deposits in other countries suggests that previously borrowed abroad had been advanced for 
there were few countries where the rate of turnover long-term purposes and could not be speedily 
of bank deposits did not decline in 1930. , realised. During the financial CriSIS, the 

Although the reduction in the velocity of commercial banks of these countries had recourse 
circulation of bank deposit's, like the cancellation to central banks to secure funds to pay depositors. 
of bank deposits through the repayment of loans, The preceding section has shown that substantial 
has a · depressing influence on prices, it differs portions of their assets tended to become frozen in 
essentially from the latter in this respect : the the first year of depression .; ultimately, these 
repayment of a bank loan represents economic assets were taken over in many countries by the 
liquidation ; it reduces the capitalisation of industry State or by special liquidation institutes. Many 
and is a measure of adjustment to the lower level of the countries receiving capital were not immune 
of values and business activity. The freezing of from runs on banks ; these were generally caused· 
credit, on the other hand, and reduction in the by a distrust of the banking system, rather than 
.. efficiency " of credit outstanding, reflects a by a distrust of the currency. Here, too, extensive 
failure either to produce or.to liquidate: it maintains central bank assistance was given to the commer• 
the capital charges of industry at a level which cial banks and, where this proved insufficient, 
no longer corresponds to its earning capacity and Governmental agencies took over illiquid assets. 
hinders cost adjustments .. Moreover, it endangers Once the panic conditions of the financial crisis 
tilt' solwncy and stability of the banks by had subsided, the commercial banks of certain 
maintaining on their books a volume of obligations countries- in particular, the creditor countries
against which they- do not hold assets of enjoyed an increase in the volume of their non
corrt>sponding realisable valut>. borrowed cash reserves. This generally resulted 

from the inflow ol capital from abroad and 
- where runs on banks had taken place - from 

Banking Developments in 1931 
Crisis. 

· The Financial a return flow of domestic deposits ; in the case of 

. The dcvdopmcnt of commercial banking .in most 
countries entered a new phase in 1931 ; this phase, 
was dominah·d by the mass movements .of 
international short-term capital from one financml 
centre to another. The motivating factor in the 
sudden capital movements of this period was the 
dt•sir~: on the part of creditors to ensure the safety 

the United States of America and the United 
Kingdom, it was due in part to the expansion 
of central bank credit through purchases of 
Government securities. But, in default of 
profitable investment opportunities, the banks of 
these 'countries were unwilling or unable to extend 
commercial credit on the basis of this increase in 
their cash resources .. They aimed at keeping their 
resources in as liquid a form as possible ; to this 
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ltDd. tlk-y Q)lltimwd to contract their industrial Estimates made (by the Wiggin Committee) in the 
loMas aod dL.;o)Wlts and in~ their holdings summt'l" of 1931 indicate that, in the first seven and 
o1 (io)fti'DillCilt ~tks. In many countries, a-half months of that year, the short-term foreign 
llllnO¥«. the o..lllllllelcial banks h>pt much lar~ debts of all German banks were reduced by over 
~ of cash than req~ by convention or 2,000 million Rll. After adding to this sum the 
by law. . ' . short-tenn foreign capital withdrawn from German 

In analysing the c:oonection between the financial industries and municipalities and the sale by 
crisis oa 1931-;p and commercial bank credit, it is foreigners of Gelman long-term investments and 
~ Deo..'SSaiY to distinguish between the purchase by Germans of foreign ·investments, the 
period of crisis itself and the secondary effects of total amount of capital withdrawn from Gem.any· 
the c:rNs.. 1'he ~t section" is devoted to an in this period has been estimated by the Wiggin 
naminatioo of the reaction of the commercial Committee at 3,500 million RM. (almost $850 
""'"kin& systems of various countries to the million). Of this amount. 2,000 million RM. was 
-~1 crisis proper. while the following section met from the assets of the Reichsbank, 1,000 million 
is olllOe"'Cd with settint; 011t some of the RM. from the sale abroad of the foreigri assets of . 
repen. ;--..in the field of ~1 bankint. Gennan private banks, and the remainder by the 
of the ~ Jo.ck of confidence generated during sale of other German assets abroad. 
the crisis. As in the. case of Austria, the withdrawals by 

It is COilftllient to date the beginning of the foreign crt:ditors were accompani..d by domestic 
financial aisis with the oollapse of the Austrian runs on thl' German banks. The Darmstadter und 
Creditanstalt in May 19JL In the latter half of Nationalbank was particularly exposed, as it had 
19.JO. (!'edit withdrawals of ·some imPortance had made rdativdy greakr use of foreign short-term 
taken p1aa: from Germany, ool th.,y did . not credits than the other banks, its relations ,with 
a5!SUJDt" the character of a run and were, moreover. industry were particularly close, and it operated 
...-e than OliDpensated by loll inaease in long- with a very small proportion of own funds to 
td1D loans to that country. The pnblication of outside liabilities. This bank was se1iously affected ~ 
the 1930 bJance-sbeet of the ueditanstalt in May . by the failure of the North-German Wool Combing 
1931 re'ft2led heavy losses and lt:d immedil..tely to Company and, in the six weeks ending July 13th, 

• laf&ewithdrawalsbydonv-sticandforeigncreditors. 1931. it lost 30 per cent of its deposits. On the 
The Gowmment attempted to stop the withdrawal date mentioned it closed its doors, and on the 
of deposits and flight of capital by gnaranteeing following day a three-day banking holiday was 
the hank's foreign liabilities in return for a two declared for all German banks. When the banks 
)~· standstill agreement on the part of foreign re-opened, it was with aerious limitations on 
~ J'bnestic withdrawals also continued withdrawals ; and, pending negotiations for a 
tllruagbont 1931 in spite of the Government standstill agreement, the Reichsbank was given a 
piaDtee of deposits, and the ueditanstalt was monopoly of transactions in foreign exchange with 
bad to redisronrrt heavily with the National the object of preventing a continUBJW:e of the capital 
BaDk. WJtbdxawals also took place from other flight •. 
.Amtrian banks.. : lt is nnofticially estimated that, The failure of the Danat &nk and the restrictio~ 
b.:tlftl:D llay 1931 and the btginning of 1932, the imposed on the withdrawal of foreign capital from . 
tutal aDKGJt of shart-t=n capital exported from Germany had very serious repercussions abroad. 
Aa.-uia amuuntt:d to 7~ million I!Chill.ings, The Danat difticultit-s startt-d a run un its Austril;n 
uf .1ihil:h ball is bdievtd to represent forl!ign affiliate, the Merkurbank. Thia bank was furt:t:d 
withikawals and half Austrian capital set:king to suspend payments in July 1931, but it resum .. d 
rcfu(e a!Kced. . , business in the following month • 
. • The frf:ditamtaJt crisis immediately dir<.-ct£-d The British short-term 1inancW position was 
atklltioa to otbts' COWltrits which had been grankd known to be vulnerable. A substantial amount 
larp: shart-tenn credits by forcign banks. From of foreign short-term funds, estimall'd by the 
the: bo;ginning of April to the middle of July 1931, llacmillan Committee at over .£4oo million at 
~ ~ Gennaa crisis came to a bead.· twenty- the end of March 1931, were held in London in the 
eight unpartant German banks (aalOunting for form of deposits with the Bank of England, the ' 
~boat 8s ~ CtDt of the total lbort-term foreign joint-11tock banks and acceptance houses, aterling 
~ of an German banks) repaid foreign bills held through these institutions and advances 
crtdira:a to the ~xt.t,nt of 1.250 million RM. or to the diac:ount market ; while acceptances on 
2% pt:l' Cdd <A their gr~ lhort-term inde~. foreign account held by the acceptance hou!IPI and 

I 
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the joint-stock banks were estimated for the same 
date at about £150 million. Great Brit<~ in, though 
a large creditor on long-term accoun\, was therefore 
heavily indebted on short-tenn. · The British 
creditors withdrew capital from Germany and 
Austria at a considerably slower rate than most 
other creditors and, as a result of the crises in 
those countries, a large part of outstanding sterling 
credits· became frozen. The knowledge that this 
was the case, combined with doubts on the part of 
foreigners concerning the budgetary position in 
England, precipitated a run on that country, which 
resulted in heavy gold losses in the summer of 
1931 and the final abandonment , of the gold 
standard (after the loss of £30 million in gold 
reserves plus £45 million in foreign credits raised 
with the Federal Reserve Bank of New York and 
the Banque d& France) on September 20th, 1931. 
As the run on England largely took the fonn of 
the sale of foreign ·owned Treasury bills and the 
withdrawal of credits previously granted to the 
discount market, its full effect is not to be seen in 
the banking statistics. In the three months ending 
September 1931, however, total deposits in the 
ten London clearing banks fell by £70 million. 

Until the summer of 1931, the contraction of 
credit in Italy had not been great. In the last 
seven months of 1931, however, the principal banks' 
correspondent creditor accounts - which include 
sums advanced by foreign banks in respect 
of which the . Italian · institutions acted as 
intermediaries between the fonner and the Italian 
borrower- were reduced by 1,100 million lire and 

· their deposit accounts by 200 millions. The banks 
sold investments to the extent of 325 million lire 
and - I..rgely through the assistance of semi-public 
organisations - mobilised industrial holdings and 
participations amounting to 1,500 millions. 

Of the Central-European countries, Hungary 
was, perhaps, most seriously affected by the 
calling-in of foreign credits. The total volume of 
foreign short-tenn credit outstanding in this 
country before the financial crisis is not known ; 
but, in the autumn of 1931, after the heavy 
withdrawals of the summer months, the remaining 
foreign acceptance credits and short-term loans 
subsequently covered by standstill agreements still 
amounted to almost 500 million pengO, while the 
commercial banks' medium- and long-tenn debts 
abroad were roughly x6o and 420 millions 
respectively. In the summer of 1931, the 
Hungarian banks were in a highly illiquid position ; 
after the Creditanstalt disclosures, there was a 
large-scale withdrawal of deposits and foreign 
credits and selling of pengo. The closing of the 

German banks in July precipitated the crisis: the 
Hungarian Government declared a tbr~y 
banking holiday, strictly limited withdrawals of 
deposits and instituted a system of exchange 
control by the National Bank. It subsequently 
issued a decree by virtue of which bank deposits 
and certain other pengo debts were declared 
payable in " gold-pengO " of a defined metallic 
content. (Details are given in the chapter on 
Hungary.) 

The Roumanian banks, too, had to meet heavy 
withdrawals of foreign credits and domestic 
deposits in the latter half of I9JI. In the course 
of that year, total deposits were reduced by 
23 milliard lei, or 43 per cent. The banks effected , 
these repayments by contracting their loaus and 
ad'vances · by I4 milliards, reducing their cash 
reserves and rediscounting with the National Bank. 
No official exchange control was introduced until 
May I9J2· 

Brief reference may be made to the effect of the 
financial crisis on certain other European countries. 
The Polish banks made extensive use of foreign 
short-term credits, but the commercial banks of 
that country concentrated on short-term loans and 
were able to repay 26o million zloty ($30 million) 
in the latter half of 1931 and domestic withdrawals 
of an even greater amount without recourse to the 
Central Bank for fresh rediscount credits. In 
Latvia, where the banks were closely connected , 
with Gennan credit institutions, the Central Bank 
was unwilling to grant the private banks additional 
rediscount credits, and it was necessary to limit 
weekly withdrawals at first to 5 and, later,, to 
2 Y:! per cent of total deposits. These restrictions 
were lifted by the end of the year, but, in the 

. course of I9JI, total deposits of the big Latvian 
banks were reduced by 56 'per cent and total 
borrowings, which include foreign credits, by 
41 per cent. The banks reduced outstanding loans 
and advances by nearly so per cent. The Estonian 
banks were very seriously affected by ~e 
depreciation of sterling. In the last two months 
of 'I9JI, almost half their outstanding foreign 
credits were called in and it was necessary to 
impose a temporary moratorium on withdrawals 
from certain important banks subject to runs. 
Exchange control was instituted in November 1931 
and the crown maintained at its nonnal gold parity 
Wltil June I9JJ, when it was allowed to depreciate 
to the level of the Swedish currency. Lithwmja 
was less affected than the other· Baltic States. 
Certain commercial banks, however, and· in 
particular t_hose known to be closely connected 
with German institutions, suffered serious. runs. 
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Ia ~ course ot fQ3l, 'aggn.·gate ~<'posits of the agra'lllt'nt cowred the period up to February 1933· 
buts ,.,f ~ Gn-.t lithuania " fdl by 43 per Cffit, The chit-~ addition to the first agreement was tht\ 
ba.t 1BO$l oJl th.!- sums withdr&'l\"11 111~re n-dt•posited provision of machint.>ry wberrby Un!K'cured cash 
ia t1lr ~ Otliot Sa'ings Bank, and the- CentTal advanet.>s might be convertl'd into " blocked " 
Bank ati.>nkd · th.!- comntt'lcial lxmks wide 1nwstnlt'nts in C~m1any ; creditors might demand 
~ iacilitit-5. ann'Wil rrpayment of 50 per et•nt of their unsecured 

SOJiM furthd" brief ref..rence may be mado.> to the cash advances to banks and 30 per cent of their 
standstill ~eetm"nts alrN.dy mentioned. Full unsecured cash advances to· industry for this 
details -of ~ a,.areenlt'llts wiU be found in the purpose. During this year, the Swiss creditors· 
iDdi,-iduaJ chapters on the oountrio.>s to 11·hic-h they made substantial use of this arrangen1ent, which 
rdatr. Tho.> most oompkte agreement is that came to be known as the " Swiss clause ".. Its 
relating to Hun,'"Bry. · t:nder a St.>ries of conwntions scope was extended under the 1933 agreement, 
with th.!- British. .\mt>rican and S"iss creditors, The conwrsion privilt•ge was extended to other 
oatstanding acceptance and current account credits ·classes of drbts; acceptance credits to banks might 
~ ~ At first it. '11111S a~ that be converted at the rate of 30 per cen~ per annum. 
interest and commission should continue to. be Foreign cteditors might not, however, demand 
~. bnt at the end of 1931 a partial, and repayment in Reichsmarks of more than an annual 
la.t« 8Jl almost compkte, transfer moratoriunl1111S aggregate of 20 per cent of their total clainls on all 
instituted. Since :March 1933-a~ repayments banks and 15 per cent of their total clainls on 
of 5 pes- C8lt of the principal and further voluntary non-bankers. Investments were permitted in all 
repaymtDts. snbject to the appro,-al of the National types of long-term German Reichsmark securities 
Bank. ha~ been made in pengO. and, in addition, short-term advances and deposits 

An agRement between the Austrian Government \\ith a minimum duration of one month might be 
and the ilreign aeditors of the Creditanstalt'was made. ·In June 19,33, an arrangement was reached 
ioitiaDed in January 1933. under which the foreign with the foreign creditors under which all capital 
cndit«s and the Statr become joint owners of repayments under the 1933 agreement were 
that Bank. Tbe Bank's foreign assets were taken postponed until the end of February 1934· 
o~ by a special liquidating company, part of A new agreement; extending to the end of 
whose share capital was handed to the foreign February 1935, maintains the 1933 arrangement in. 
cnditms along with S % bonds to an amount its essentials. No further capital repayments are 
of zu nnllim ..-billings on which. however, service required ; interest and commission charges are 
is DOt to be transferred until April 1935- With maintained at the rates ruling from July 1933· 
regard to the Deign credits of the othel' Austrian According to oflicial statistics and estinlates 
hmb, a first agreement was reached in August recently published, the short-term foreign debts of 
~9JI providing far some capital· repayment ; the Germany subject to standstill agreements were 
aDWmts subject to standstill agreement were reduced from 6.3 milliard Rll. in July 1931 to 
rn!•nd from IJ3.7 million in that month to 2.6 milliards at the end of February 1934. This 
Sm million in January 1932, when the agree- reduction was accomplished in part by the surplus 
mom expired. A new agreement, subsequently of exports, in part by the reduction of the 
prolooged antil January 1934. provided for a Reichsbank'sreservesofgoldandforeigncurrencies, 
CfSatioo of capital repayments. in part by conversion into registered marks under 

The first of the German standstill agreements Article 10 (the " Swiss clause ") of the 1932 
ran b a period of six months from September ISt, and 1933 agreements, and in part by currency 
J93L t:Dder its terms, foreign banks agreed to depreciation abroad. It is estimated that standstill 
p-c:.lrq an outstanding acceptance credits and cash credits were reduced by 1;250 million RM. between 
advauas to, and time deposits with, German banks February 1933 and February 1934. Of thl~ 
ud industry. Any-encubments received from amount, soo million RM. are said to be due to 
diesrts on whose account the German banks had conversion into registered marks (of which one
talr.m ~ cr~ ~ere to be remitted to quarter was used for long-term investments in 
tbe b~ ~edit« ~ forngn ~encr or, if that Germany and the remainder disposed . of for 
Wf!l'e ~ DDpradJcable, depositt:d m marks at "additional exports" or other purposes at a loss 
the -~ b the account of the foreign - ranging from 30 to 15 per cent) and 475 million RM. 
a~. ~rk balances of foreign banks are said to be due to the depreciation of foreign 
willa Gdma• banb were to be gradually rekakd currencies. ••n 'erwithmGennany. Thuooood lltandstW The experience of the United Kingdom during 
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the financial. crisL~ has. already been cunsiden:d. 
Reference may now be made to the development 
in certain other creditor countries - the United 
States of America, l'rance and Switzerland. 
During the first fifteen months of the depression, 
the credit contraction in the United States had 
been of a relatively moderate nature. Between 
October 1929 and June 1931, total deposit!\ in all 
American banks declined by $3,8oo million, or less 
than 7 per cent. Among the banks' assets, there 
was a substantial decline in commercial loans and 
in security loans, but this was partly offset by a 
he11vy increase in investments, which extended to 
both Government and private bonds. Through 
these purchases of investments, the ba!Jks gave 
effective support to the capital market, particularly 
the market for high-grade bonds ; and the price of 
capital, as measured by the yield on such securities, 
was, on the whole, lower at the middle of 1931 
than it had been in the last stages of tl:)e boom 
period. 

Before proceeding to analyse the effects of the 
financial crisis on the American banking system, 

' 1t IS convenient to summarise briefly the foreign 
short-term credit position of that country. 
Reference has been made above to the importance 
of American short-term loans in financing the 
industrial development of German and Central· 
European countries after the post-war currency 
stabilisations. These loans took the form chiefly 
of acceptance credits, a form of financing which 
was developed in th~ United States of America 
only during the war. Its development wa.S 

facilitated by the stability of the dollar and the 
fact that thL~ paper was eligible for rediscount at 
the Federal Reserve banks. Until 1927, practically 
all outstanding bankers' acceptances were drawn 
in connection with American foreign trade,, but 
after that year the acceptance credit was largely 
used as a method of financing trade between 
foreign countries ; in some cases it was even 
based on stocks of goods abroad. The relative 
importance of the various purposes for which the 
total volume of dollar acceptances outstanding at 
recent dates had been drawn will be seen in the 
following statement : 

Table V. 

DoLLAR BANKERS' AccEPTANCES OUTSTA"'DING, BY CLASSES .. 

Based on imports Based on goods Total, induding Total dollar or exports of U.S. 
goods stored in U.S. stored in foreign acceptances drawn bankers' accept-
and goods shipped countries or shipped to provide dollar' ances held by 
between domestic 

between foreign 
excban~ 

foreigners ·· 

points 
points 

'· 
' 

(I) (2) (3) (41 
( 

$ (ooo,ooo's) 
. 

31/XII/25. . . . . . . . . . . 738 17 774 . 
31/XII/27 · . . . . . . . . . 1,013 40 1,o81 406 .. 

31/XII/29· . . . . . . . . . 1,215 441 1,732 865 

31/Xll/30. . . . . . . . 943 561 x.ss6 702 

30/VI/31 . 8os 494 1,368 ' . . . . . . . . 
31/Xll/31. . . . . . . . . . ... 647 296 '974 298, 
30/Vl/32 , . . . . . • . . 476 271 747 ·' . 
31/xii/32. . . . . . . . . . 473 228 710 ,113 

31/XII/33· . . . . . . 57~ 1ll2 764 . . 
Sources: Columns 1-3: Annual Reports of Federal Reserve Board, and Fllin#Jl R•SMW BuJI#Iilt. . · . ., 

Column 4 : U.S. Department of Commerce-" The Balance of International Payments 10 the Untted States. 

I 

At the end of 1930, acceptance credits granted 
to foreign countries amounted to Ss6o million, or 

. more than a third of the total volume of outstand
ing dollar bankers' acceptances. The geographical 
distribution of t~ese acceptance credits is not 

know~. According to a document submitted by 
the Reichsbank to the Wiggin Committee on the 
crtdit situation in Germany, hoWe.ver, German 
acceptance liabilitil's to the United States of 
Ameri~a amounted to 1,250 million R~l.. or nearly 
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tJOO millioll at the middle- of July 1931 ; it would 
~fool a~ that well o'~ half of these dollar 
~credits were grant~ to ~tany. . 

n.e American banks did not e:ttend cash credtts 
to .artv the saD\e u~nt as ata'ptance credits. 
F« the ;roof I9JO, the official balance of payments 
stati>tics show~ million outstanding as advances 
to b:eignen ; accmiing to the source quoted in the 
last pangraph. American cash advances to German 
banks and indtlSbY amounted to about $6o million, 
or a third of the total. , Deposits abroad are 
litrwiie of relatiV!!Iy less inlportance ($300 million 
at the end of I9JO) and appear chiefly to be 
main~ Eo£ the current needs of international 
tia& 

~ntil the end of 1931, a large proportion of 
oatstanding dollar acceptances was held by 

_ foreigDels. The amount so held rose very sharply 
after- 1926. partly in consequence of the application 
of the gold-i'xcbange standard by a number of 
Cl:lltral books At the end of II)Z9. dollai accep
taDces held abroad reached their highest level at 
S86s millioo and amounted to half the total volume 
of out:staDding dollar acceptances. By the end of 
I9JO, this amoant had been reduced to S700 million, 
of which s.w> million were held by the Fedeml 
R ve banks foc foreign correspondents (these 
biDs owNitating a contingent liability of the 
R£sr:ne banb) ~the remainder by private banks. 

Tbe bulk of American short-termliabilities abroad 
••• is ted of deposits in American banks, which 
aii!A!Jitrd to $1,fi4o million iat the end of i930. 
Of this amount, less than $6 million was held with 
Resene banb and the remaiod'l!r with commercial 
bmb.. Kore than thi~II!rS of these deposits 
were held with a few Xew York City banks; tbey 
were aa:nmolated to a considerable extent dwing 
the post-war inflationary periods and repr-esented, 
in the -first instance, largely refugee capital seeking 
safety iD the ~nited States of Ammca. Later, 
~ the American bonks granted foreign c-redits 
iD large amounts, tbey sometimes required the 
£Jreign credit-taker to keep on deposit with tbem 
a fiW pmpoction of the credit granted. After 
the European currency stabilisations, the greater 
part of the dollar balanas of foreign individuals was 
IIJid to the central boob or treasuries of their 
-.nits, and in this way tbe large volume of' 
beignrn' depo!rits in American banks beeame 
-uated to an appreciable extent in relatively 
fe;Jr baack. 

Aa early u June 1931, there was IIOD1e evidence 
fll the impeeding financial distnrbancea in the 

United States of Ameri~; in particular, r.;reigners 
reduced their holdings of dollar acceptanoes and 
transferred their deposits with commercial banks 

·to Reserve banks. These movements continued 
throughout the summer of 1931, but it was not 
until after the British abandonment of the gold 
standard that they grew serious. By that time, 
exchange cont£01 had been instituted in a great 
D\any countries and standstill agreements entered 
into with others ; a very large proportion of the 
realisable short-term balanoes of the world were 
concentrated in the United States of America and,· 
owing in part to the numerous bank failures in that 
coiDltry, foreign creditors withdrew large amounts 
of capital for conversion into othl'r currencit.s. 
Tbe short-term assets of foreigl:lers consisted, as 
shown above, chiefly of d!'posits in American banks 
and of dollai acceptances. Both were radically 
reduced, the former by $620 million in the course of 
1931and thelatterbyS435million. The New York 
City bankswerechieflyafiected by the withdrawal of 
deposits; in the last two months of 1931, their net de. 
mandand time deposits fell by$1,ooomillion. There 
was a temporary respite in the first few months of 
1932, but in llay and June of that year there 
OCCUITed a recrudescence of deposit-withdrawals 
and acceptance selling by the foreign short-term 
creditors of the United States of Am~rica. In all, 
it is officially estinlated I that, in the course of 1931 
and :1932, the short-term foreign debt of . that 
country was reduced by $r,8oo million. The 
repayment of these sums was aocomplished in part 
by the reduction of American short-term assets 
abroad, which fell by $750 million. The bulk of 
this reduction was due to the calling-in of acceptance 
credits granted to foreigners ; cash credits abroad 
and deposits in foreign banks were also reduced. 

Foreign withdrawals were accompanied by 
· domestic runs on banks. Bank fii.lures, which had 

already occurred with alarming frequency, became 
even more numerous and inlportant. The worst 
month during this period was October 1931, in 
which 522 banlcl' with deposits amounting to 
S47o million were forced to suspend payments. In 
the twelve month.~ ending June 1932, 2,429 banks 
with deposits aggregating $1,750 million failed in 
the United States. ·The general loss of confidence in 
the banking system resulted in currency hoarding 
on a tremendous 11cale. The total volume of 
money in circulation was $875 million higher at the .. 
middle of 1932 than at the middle of 1931 and, in 
view of the sharp drop in business activity and 
consequently in currency requirements, it may be 

• C.S. ~ ol eo.une.-ce- "The Bo1•'Kc of lateruational Pay!I!Cnta of the United Stalel lo 193'·" 
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estimated that total hoarding during this period 
amounted to at least $1,300 million. 

The drain on the cash reserves of the commercial 
banking system involved in these factors was partly 
compensated by an expansion in Federal Reserve 
credit (through rediscounts and, in the spring of 
1932, extensive open-market operations), but the 
contraction of bank credit during this year was of 
extraordinary magnitude.. In June 1932, aggregate 
deposits of all banks in the United States of America 
were Sro,ooo million (20 per cent) lower than in 
June 1931 ; in this one year, the total volume of 
bank credit outstanding fell as much as it had risen 
in the entire period 1925-1929. On the basis of 
detailed data available for banks members of the 
Federal Reserve system, it appears that more than 
two-thirds of this contraction took the form of 
calling in security loans· and open-market loans 
(loans to brokers, etc.) and the sale of private 
securities. The effect of this type of credit restric
tion was to put a very heavy strain on security 
markets, which were already suffering from foreign 
selling. The price of bonds, which, as already 
observed, had been well maintained until June 
I931, fell rapidly. Domestic bonds as a whole 
(Dow-Jones index) were almost 50 per cent lower 
in June 1932 than in June 1931, and second-grade 
railway bonds were 66 per cent lower. In June 
1932, .domestic industrial bonds were quoted 
nn an n% }ield basis, high-grade railway 
bonds (the best-maintained of all classes of pri
vate security) on a 6% basis, and second-grade 
rails on a 19% baisis. The financial crisis in the 
United States of America thus caused a complete . 
d~moralisation of t.he capital market. 

The United Kingdom and the ·united States ol 
America, though large creditors on long-term 
account, were, at the time of the financial crisis, 
net debtors on short-term account. France, on the 
other hand, was a large creditor on short-term. 
This creditor position was built up during the 
period of currency depreciation after the war. In 
the period of de facio stabilisation, the Banque de 
France acquired large balances abroad - in the 
form chiefly of sterling arid dollar bills - and with 
the legal stabilisation of the franc these were main
tained as supplementary cash reserves. In thf years 
IQ24-1926, when the curcency was depreciating, the 
French commercial banks kept the greater part ·of 
thPir capital and reserve funds in the form of 

balances abroad ; in 1927-1929, they also kept 
abroad large parts of their liquid resources, to 
take advantage of the higher interest rates there 
prevailing. 

In the course of 1930, there was some tendency 
for the foreign balances of private capitalists in 
,l~'rance to be sold to the Banque iie France and 
the commercial banks. Repatriation of capital 
took place on a very large scale in 1931. Part of 
the sums called in had been loaned direct! y to 
Germany and other borrowing countries; thus, in 
two months preceding the German bank holida:b 
for example, French banks withdrew short-term 
loans amounting to 72 million RM. (S17 million) 
from Germany, and in the course of 1931 they 
withdrew credits amoWiting to 38 million zloty 
(over S4 million) from Poland. But by far the 
largest credits had been extended to England and 
the United States of America, and repatriation took 

• the form of the sale of sterling and dollar bills and 
withdrawal of bank deposits for conversion into 
francs. At the same time, there wasconsiderable 
rapatriation of foreign investments by private 
capitalists. • The amounts involved are not known ; 
in the course of 1931, the correspondent debtors' 
accoWit of the four principal deposit banks fell by 
5 milliard francs, and this would appear to be 
chiefly due to the calling-in of foreign loans. It 
is estimated 1 that, in all, the repatriation of French 
foreign short-term investments in 1931 (including 
those of industrialists and private individuals as 
well as banks) amounted to 10 milliard francs 
{$400 million). In addition, foreigners transferred 
funds to France in large amoWlts, seeking safety 
there ; refugee capital coming into France in 1931 
is estimated 1 at S milliard francs (hoo million). 

The chief effect of this inward movement of 
capital into France (apart from increasing the gold 
reserves of the Banque de France, which rose by 
27.2 milliard francs between the end of 1929 and the 
end of 1931) was greatly to increase the cash reserves 
of the deposit banks. The cash in hand and balances 
with the Banque de France of the four large deposit 
banks increased by 8.6 milliard ·francs in the 
course of 193r, and constituted one-third of their 
total deposits at the end of that year. It is not 
possible to say how much of this increase in cash 
took the form of direct holdings of gold by the 
banks, but the amoWit is probably not 
inconsiderable .• Throughout this year, the banks 

I 

1 R"'"' tl' Eco"o"'i' poliliq.,, May-June 193a. · 
1 In 1931, tho net importa of gold into France exceeded the increase in the gold stocks of the Banque do France _by 

3.6 milliard franca and in 193a by a further 6.5 milliards. Part of these diacrepanci .. may be due to the earmarkmg 
of gold for foreign account at the Banque de France and to the reduction in gold held ,under earmark for the Banque 
de France abroad : part is undoubtedly~due to gold hoarding. · 



CUiltracted aD their credit irenlS, in spite of a 
sabstutial ino:rft..<e in tht'ir current accoWlt 

~ts.. . ~-~ . al" like Frutt, Swit.llerland repatna•oou cap1t m 
1arf1e amounts ill tM course of 1931. From 
~v alooe. oves- 200 million R.'\1. ($50 million) 
..-.: ...ithdra'Wll bet1lffll the beginning of April 
and the middle of Jul)' 1931. The amoWtts 
withdra'Wll from other coun~ are not known, nor 
ti the amount of foreign capital seeking refuge in 
s~ 1 In the aCCOillltS of the conunercial 
bank this inward mo"-nnent of capital in 1931 is • 
reflected ill a fairly steady mo,.-ernffit of deposits 
[mc:rea...-t foreign deposits almost compensating the 
ndoction caused bv domestic hoarding and credit 
coatraction) and in. a very sharp rise in the banks' 
cash holdingS. For the Swiss banks as a whole, 
the latm incnased by more than 8oo million 
fcancs (or almost 200 per cent) in the course of 
1Cj3I. It ti oot possible to say what part of this 

· iDclease ill cash took the fonn of gold holdings, but 
the aDVWIDts are known to be snbstantial. • 

ID spite of this influx of capital, the latter part 
of 1Cj3I was also a period of financial crisis in 
SwiUedaDd.. Con.fidence in the private banks was 
a11ected by the failure of the B:mque de Geneve in 
the pnnmer of 1931, and currency hoarding took 
place on a considerable scale. The total volume 
of notes in circulation was 700 million francs higher 
at the mel of 1931 than at the beginning of June, 
and the time deposits of the big banks were reduced 
by 8oo million fcancs in the course of that year. 
'Iheu was a very marked shift in deposits from 
~ io:stitutioos to the cantonal and savings banks, 
which enjoy a public guarantee. The big banks 
contracted all forms of credit during this year. 

It is DOt neussary to trace in detail the incidence 
'!Jf the financial crisis of· 1931 on the commercial 
banking systems of otbea- COWttries. This is done 
iD the iDdividnal chapters. An examination of 
Appeudix I w>ll 5how that, of the forty COWltries 
CO'itu:d by this memorandum, total commercial 
bank deposits 1RI"e higher at t~ end oi193I than 
at the mel of I9JO in only three-Anstralia,Brazil 
mel VenemeJa In all these COWttries, a marked 
dep-eciation of the currency occurred in the course 
of 1931 ; £x Anstralia and Brazil, the depreciation 
(ill g<Jid '-alue) amounted to about 40 per cent, and 
frA" Vmez•~a to over 15 per cent. ID the ca.'!e of 
all the other lixteen COWttries which suffered 

currency depreciation in I9JI, however,· total 
deposits in terms of national currency fdl in the 
course of the y~ar. Among these countries, the 
fall in deposits was particularly sharp (40 per cent) 
in Mexico. The commercial banks of this country 
faced heavy rWts in the summer of 1931. · In • 
three European cowttries there was a contrat•, 
tion of 30 per cent or over - namely, in Latvia 
(57 per cent), Roumania (46 per cent) and Germany 
(30 per cent). 

The tendency for the relative importance of time 
deposits to be increased ~ by no me.ans as 
universal in 1931 as .it had )>een in the previous 
year. In France, Germany, Italy, Switzerland and 
several other States, time accoWtts fell considerably 
more than current accounts in 1931· This 
movement, where it occurred, is evidently 
symptomatic of a distrust in the banks and the 
desire on the part of depositors to keep their 
balances in the most liquid form possible. Distrust 
in the commercial banks and the desire to enjoy a 
State guarantee are reflected in Table IV above, 
which shows a sharp rise in savings bank deposits, 
particui¥1Y postal-savings accoWtts, in many 
countries in 1931. 

I 

Banking De~~elopmenls ifl 19JI•JZ : Secondary 
Repercussions of th1 F_iMtleial Crisis. 

The pressure for repayment of deposits and 
foreign 'credits during the financial crisis forced the 
banks, so far as they were able, to call in outstanding 
credits. Where these were frozen, they were 
frequently taken over by the State or some form of 
amortisation corporation and so disappeared from 
the banks' accounts. ID I9JZ, the banks of many • 
coWttrU!s were still forced to reduce their loans and 
advances owing to the withdrawal of deposits and 
foreign credits. Frequently, the banks' most 
solvent customers !!1111ered, as they were best able 
to repay the advances they had taken.· The 
pressure for repayment put a great strain on 
markets of every description ; not only did gold 
prices of commodities continue to fall, but the sale 
of securities by those holding them with bank credit 
(and- in the United States of America, at any rate 
-by_ the banks themselves) pressed down their 
price and foreed up the yield of long-term capital. 
Every further step in forced•liquidation reduced the 
value of the commercial banks' assets and made 

• n. St.......,, Be~ of tile SwW !Oatiooaal Bank atateo that the iaereaoe Ia. tb: d~ta of the banka during 
~- a -"C to I~ ailliU"4 faace, .... Wply dae to f«eip capital -.kiac refuce iD Switz«laa4, aDd lbat tbi• 

• .._ . • 1931. See D8 s.-• .. &urw.v .fltJ....,Uff w Jah" 1931 page 14 · '-~ ... 5witz«<aad. • . : 
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them less able and less willing to extend credit ; on 
the other hand, it accentuated the disequilibria in 
the price structure and reduced profit margins 
and therefore the creditworthiness of prospective 
b 

• . 
orrowers. · · 
Even in countries where there was no pressure 

for repayment of deposits in 1931 and 1932, the 
commercial banks frequently continued to contract 
their industrial and commercial advances. Their 
main preoccupation was to hold their assets in the 

• most liquid form possible ; to thi.~ end they increased 
their cash ratios and held higher proportions of 
their assets in the form of Government securities 
and Treasury bills. 

The following table shows the ratio of cash and 
items of a cash nature to total deposits in certain 
representative countries at the end of 1930, 1931 
and 1932. · Appendix V gives similar figures for 
all countries covered by this volume. 

Table m. 
PERCENTAGE RATIO OF CASH AND SIMILAR ITEMS TO 

TOTAL DEPOSITS IN CERTAIN COUNTRIES, 
END OF 1930, 1931 AND 1932. 

Argentine Republic 
Belgium 
Brazil 
Canada. 
Chile. . 
Denmark 
England and Wales 
France. 
Germany. 
Hungary • 
ltaly 1 •.• 

Japan .• 
Lithuania. 
Netherlands. 
New Zealand • 
Sweden. • 
Switzerland • . 
U.S.A.• ••. 

1930 1931 1932 

xs.o 16.6 21.4 
n.s 13.7 2o,s 
23.6 23·4 28.6 
16.7 xs.o 15·3 
15.8 22.8 31.8 
5·7 5·3 9·1 

12.5 12.2 u.s 
18.8 29.8 25·9 
2.7 3·4 3·4 
9·3 9·7 9·6 
8.4 8.s 9.0 
9·3 8.6 8.7 
7·8 7·6 6.9 
7·2 9·7 19.0 

13.6 12.4 7·5 
3·7 3·8 s.z 
3.1 .8.9 8.9 

- I6.4 xs.o 14·5 

The increase in the relative importance of cash 
and similar items during 1931 was particularly 
marked in France and Switzerland. As already 
observed, large amounts 9f capital flowed into both 
these countries ; the commercial banks maintained 

• Principal banks. 
1 End of June following year. 
• Member banka. ~ 

most ,of the increased resources thus accruing to 
them in the form of cash. The increase in the cash 
re!!erves of the French deposit banks has already 
been referred to ; those of the Swiss commercial 
banks increased from 450 million Swi."-• francs to 
nearly 1,300 millions. The cash reserves of the 
Dutch and Belgian banks and the ratio of their 
cash to deposits also increased appreciably in 1931. 
In no other European country was there an increase 
in the absolute amount of cash held by the banks . 
The slight increase in cash ratios shown in Table VII 
for Germany, Hungary and Italy is due to a very 
sharp fall in deposits ; and in the first two countries, 
as well as in Sweden, a much larger part of the cash 
held by the commercial banks in 1931 had been 
secured by borrowing at the central bank than in 
the previous year. 

An examination of Appendix V will show that 
increases in the cash ratio were more general in 
Latin America during 1931 than elsewhere ; indeed, 
the only La.tin-American countries which showed 
an appreciable decline in this ratio were Mexico, 
where the banks had to meet heavy runs in 1931, 
and Venezuela, where the ratio of cash, etc., to 
deposits plus note circulation showed only a slight 
decline. In Canada, the United States of America, 
South Africa, Australia, New Zealand and Japan, 
the relative importance of the cash item fell in 193L; 
in British India there was a slight increase. 
· In the course of 1932, deposits increased in all 

Latin-American countries except Peru and Uruguay, 
and in these countries the decline was negligible ; 
there was a universal increase in the volume of 
cash reserves held by banks, which raised the ratio 
of cash to deposits in all these countries except 
Bolivia. 

In certain countries of Northern Europe, the 
increase in cash ratios during i:932 was very marked. 
Thus, in the Netherlands, the ratio· of cash and 
similar items to total deposits rose from 9·7 per 
cent at the end of 1931 to 19 per cent at the end 
of 1932. Capita! continued to flow to Holland 
during this year. The gold holdings of the 
Nederlandsche Bank, which had already increase<l_ 
by 460 million gulden in 1931 (of which 160 millions 
were due to the conversion of the foreign assets 
reserves of the Central Bank) rose by a further 
150 million gulden. In all the Scandinavian States 
there was an increase in the relative importance of 
casll, which was most striking in the cash of the 
Danish banks. The Belgian banks raised the ratio 
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o1 thcir cash. etc., to h>tal deposits from 1J. 7 per 
ceat at the end of 1931 to 20.5 per cent at the end 
of ~- Bul__(Ui& and Italy are the only other 
Ean'ptall C:ountries where the cash ratio increa~ 
in 1g_p. and be£e the inc:R-ase was inconsiderable. 
Switarland maintained the high figure reached in 
1931 ; t~ .. -as some decline in France ; ratios 
dt'dined in the &ltic Stat~ and were fairly stable 
iJl IDQI>t other- countries. In· New Zealand and 
.\us.tralia. there was a marked decline ; the commer
au banks held a much higher proportion 'of their 
&.""'-"ts in the form of Treasury bills thaii previously 
and allo-.1 their ca..-.& holdings to diminish. 

In spitt- of the fact that the ratio of cash and 
f>tber items of a ca..<;b nature to total deposits was 
k...r\'1' i....- Jlll>lllber banks in the United States of 

America at the end of I933 than in prev1ous years, 
those banks held legal · reserves in excess of 
requirements amounting to $525 million, and, in 
addition, $425 million of cash in vault, which are 
not counted as legal reserves. In that country, 
the commercial banks' search for liquidity is even 
more reflected in the distribution of their earning 
assets than in the accumulation of excess cash 
reserves. This is also true of the British joint-stock 
banks (whose cash reserve ratio showed but little 
fluctuation in I931 and I932) and of the commercial 
banks of many other countries. Table VIII 
below shows the percentage changes in the principal 
items of the credit portfolio of the commercial 
banks of a-rtain representative countries in 11)31 
and I932· 

'J'a•Ie vm. • 
Pt:.acL,'T.\GE (H.\ . .'o;GES L"' DISCOt:l!.'TS, LoA."'S AND INVESTMENTS Al'D ToTAL (Rl::OIT PoRUOLIO OF 

ColniERCLU. BA...,KS or CERT.us Cot;..,'TRIES, 193I AND 1932. 

In,.,.tmenta 
-

Diacoaata · l.oaD8 ud Total credit . 
- 1 ad'l'allCIIS ·Government Other I portfolio 

. aecatitita • 

1931 1932 1931 

Ar~tine- . - - - - . . + I -I9 -9 
Belgium - - . . . - . . -3 -I8 --'Zj 
BraziL • . . . . . . . . . -3 +24 -2 
Canada. . . . . . . . . I I -IO 
Chile. . . . . . . . . . -57 --'ZO -10 
Dr>mmrk. . . . . . . . . +o -18 -2 
England a00 Wales - . . -26 +66 -3 
F~- . . . . . . . . -15 +21 -19 
~Y- . . . . . . . I --'27 +6 -22 
Hungary. . . - . . . . -6 -IIJ -13 
Italy I . . . - . . . . . +t4 -7 '--'27 
Japan . . . . . . . . .I- 8 + 7 + 0 
litlmania. I --'Z. . . . . . . • ' :J --'ZZ -I 
S~thffiands. ' . - . . . . I -19 -2 -q 
:Sew Zealand 1 • . . . . . --'22 -14 -5 
~- r . . . . . . . • I -7 +16 + 0 
Switv:rla nd . . . . . . I -JZ -16 -I 
U.S.A..•. . . . . . . . . i • I -19 

' I 

I Pl:iaci ..... 
The tiJtal atdit portf,,Jio of the commercial 

banb: u m.::asur~ by aggr,~te discounts, loans 
and tnvmmmu. fell in 193I in all countries 
a.-.r~ by th~ volume {u an examination of 
Appmdix III will lbow), except N(.-w Zealand, 

. -1932 1931 1932 19,JI 1932 1931 1932 

-4 +·u + I -4 -10 
-20 + I - 2 -IS -15 
+ 5 + lJ + 3 -z +u 
-13 + II! +· 15 -4 -18 -7 ~s 
+ 2 +129 -21 -2J +r4 -21 -I 
-ro -22 + 13 -1 -z -4 -9 
-I.J + 0 + 67 + 0 +t5 -u +I4 - -
-25 + 9 - 8 -16 +J 
-16 +734 + 46 +zs --1J -18 -10. 
-15 - 2 +uz -9 -8 
-z - 36 + 9 -q -4 
-I - 3 + 4 -z + I 
-IS + - 0 - 3 -8 -15 
--'22 + 8 -12 - -ro -16 
-8 + <)8 + 5'8 +o +o +3 + 2 
-II -II + . 4 -3 -4 
+o + 4 + - 0 .- s -2 
-21 + 29 + 23 -12 -4 ,-12 -10 

• Included ID loaDo aDd advanc:ee. 
• Wber_e DO 6gur<w are ahowa far 11 other " inveetmeota. 

they are tncluded 1a •· (iovemment ~eeuritiea ". 

Aust.ralia, South Africa, Uruguay and Venezuela. 
Declmes were leu general in 193:1 ; among the 
South-American countries, they occurred only · in 
the Argentine, Colombia and, to a very slight 
extent,· in Chile ; aggregate commercial bank 

. 
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credit, as here defined, increased slightly in South 
Africa, Australia, New Zealand and Japan. 
Elsewhere the decline in the banks' aggregate 
earning assets was generally less !.triking than 
in the. previous year (Belgium, Denmark and 
Lithuania, as well as the Argentine, are significant 
exceptions), and an appreciable increase occurred 
in the United Kingdom and France. 

This rise in the total credit portfolio of the 
French and British banks io 1932 was by no means 
due to an expansion in commercial credit. On the 

\contrary, Table VIII shows that the advances by 
the British joint-stock banks fell much more sharply 
in 1932 than in the previous year. The rapid 
growth of deposits which took place during 1932 
Wf'nt parallel with purchases of Treasury bills and 
long-dated Government securities ; the former are 
included in Table VIII under discounts, wl1ich 
rose by 66 per cent in 1932, and the increase in the 
banks' holdings of Government securities was of 
the same magnitude. Even though, therefore, 
the cash ratio "'f the British banks remained 
substantially unchanged in 1932, they greatly 
increased their liquidity by calling in cOmmercial 
credits and buying State obligations. The same 
is largely true of the French banks. · They allowed 
some decline in their cash reserves to take. place 
in 193:0, but they contracted their advances even 
more sharply than before and l;reatly increased 
their holdings of Bons de Ia Defense nationale 

' (included under discounts in Table VIII}. 
It has been shown above that the commercial 

banks of many countries of Northern Europe 
incn•ased their cash ratios considerably in 1932 ; 
their attempt to acl1ieve liquidity is also reflected 
in the sharp declinf'S which took place in their 
ueaits to industry along with the maintenance 
or increase in their holdings of Government 
securities, etc. Thus, in Belgium, commercial 
discounts fell by 16 per cent in 1932 and advances 
even more, while security holdings were fairly 
stable. In the Netherlands, loans to industry were 
reduced by 22 pt•r cent in 1932, as compared with 
9 per cent in 1931, while discounts, which include 
Treasury bills, fell by only 2 per cent. In Sweden, 
advances, after remaining stable in 1931, fell by 
more than· 10 per cent in 1932. ~he commercial 
banks' bill portfolio rose by 16 perct•nt, representing 
chiefly purchas!'S of Tn•asury bills, and security 
holdings were also increased. The Danish banks 
reduced their commercial discounts by 18 per cent 
and their loans and advances by 10 per cent ; at 
the same time, they bought Government bonds. 

The same phenomenon occurred in many 
countries outside Europe. The American banks 

enjoyed a large increase in their cash resources in 
1932 as a result of the extensive open-market 
operations carried out by the Federal Reserve 
banks in the first half of that year ; they were 
also assisted by loans from the Reconstruction 
Finance Corporation. They accumulated large 
excess cash reserves, as already noted, and greatly 
increased their holdings of Government securities. 
Their commerci~ discounts and advances, on the 
other hand, fell by 20 per cent in 1932, or more than 
in the previous year ; part of this decline rna y 
represent the' handing-over of assets to the 
Reconstruction Finance Corporation as collateral 
for advances, but the bulk undoubtedly represents 
a genuine contracti!Jn of bank credit. At the end 
of 1932, the loans of the member banks of tlie 
Federal Reserve system were $n,ooo million lower 
than at the end ofx929; their holdings of Govern
ment securities were $2,700 million higher. In 
Canada, the current loans and discounts of the 
chartered banks fell by 13 per cent in 1932, as 
compared with 10 per cent in 1931 ; their holdings 
of Government securities increased by 15 per cent. 
In New Zealand, both discounts (which are of slight 
relative importance) and loans fell between June 
1932'and June 1933. the latter more sharply than 
in the previous year; on the other hand, the banks 
bought large quantities of Treasury bills, and the 
total volume of bank credit outstanding increased. 
In spite, therefore, of the fall in the cash ratio to 
which reference has already been made, the trading 
banks enhapced th .. ir liquidity considerably ; the 
same is trul' of Australia. 

It has been stated a bovt' that Bolivia was the 
only Latin-American country where the cash. ratio 
did not increase in 1932. The total volume of 
commercial bank credit outstanding fell by 10 per 
Ct'nt in the Argentine and 20 per cent in Colombia, 
and rose by 10 per cent in Brazil and 20 per cent 
in Peru ; elsewhere the fluctuations were small. 
Investments were well maintained in the Argentine 
and increased by almost 20 per cent in Colombia ; 
the decline in both these countrit's was chiefly 
due to commercial discounts.. Investments also 
increased in Brazil and Peru, but not so rapidly as 
discounts ; loans and advances also increased in 
these countries, but in both cases constituted a 
smaller proportion of total earning assets· at thP 
end of 1932 than at the end of the previous year. 

In Germany, the decline in loans and advances 
in 1931 and 1932 represents less the calling-in of 

. credits than their writing-off, which was partly 
achieved through Government assistance. The 
German banks made a large proportionate increase 
in their holdings of Government bonds in 1931 
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and 1\QJ. but at thr f'nd of thf' lattt>r )'\'ill such 
seauttk'S still constitutt'd lt-ss t~n 5 pt.'r ~nt of 
tlwir \tltill c:nodit portfnliP.. The samt> Bl'l'li~ to 
ltuy. •-hrre la~ anlOWlts of frozen a~ts h~ld 
t>\· c:ommt>~l banks '1\"t'f\' takt>n owr by a Sf'I"CCl\1 
~u.., institute, and to Austria and certain 
t>tho.1' countrit's. On this point, r..ft>r..nce may be 
ltl;lde to the indi\'i.dual ~ ptt>rs and to the section 
,>( this inttoduction d.'aling with Gow.rnment • • 
~~~ to Clllllmffcial banks. 

E-ki•: CNMof>--/S i• 1933 : Til€ ENd of 
(" ""'--tk• ... 

At the time of ..mfuig. d .. tailed annual statistics 
a~ not~ available for 1933- The more significant 
trmds in OJIIUik'rcial banking during that year 
may, ~wr. be e.umined in the light of the 
monthly returns of the more important commercial 
banks in a nmnber of countries.' 

The outstmding event during 1933 ll'aS the 
American banking aisis in the spring of that year. 
1'his crisis is analysed in some detail in the chapter 
on the .l:'nited States of America and it is not 
...., ry to give more than a rapid sketch of it 
here. The backgroand. of the aisis is to be sought 
in the unit banking system prevalent in the t;'nited 
States. The very large nmnber of commercial 
banks (z.t,.ooo at the middle of 1929). the majority 
of which operate in small localities, militates 
against the diversification of risk and exposes the · 
system as a whole to the spread of shock originating 
in a particular quarter. During the three years 
1930, 1931 and 1932. over 5,000 banks •'ith deposits 
of $4.250 million sn:.-pended payments. failures 
- particularly numerous during the financial 
.panic of 1931-32, but they tended to decline in 
number and importance in the latter haH of 19321 
largl:ly as a result. it would appear, of the remedial 
measures taken to overcome 'the financial panic. 
The most imponant of these meaatres were the 
estabfu.bmcnt of the . Reconsttuction .Finance 
Corporation (•ilich in the course of 1932 made 
k.oa.ti to 5,6oo banks and trust companies amounting 
to $550 million) and the open-market operations 
~ out by the Federal Reserve system in the 
ipring of l9JZ. The chief. result of these operations . 
was to apand the cash reserves of the member 
hulb. in spite of gt)ld exports and some increase 
in Jll(;oey ciret.Jlati<JD in the first haH of 1932, and 
tJ> enable tht:m tJ> redUce their indebtedness to the 
fedaal Rderve banks. Daring the latter part of 
1932, rnt=ber banb eonti.nued to reduce their 
~ and to acc:umulate exceN · rest!IVes, 
.-bich ~ f5oo million at the b<:ginning of 1933 

The crisis of 1933 st¥ted in. the middl~ of 
February, when important banks in the State of 
:\lichigan \Vl.'re subjt'cted to runs. A banking 
holiday was proclaimed in thi$ State : as runs 
sprt·ad to other Stat<•s, it became nl'ct•ss<~ry to 

· g~.·neralise. the moratorium, and on 1\farch 4th 
a national banking holiday was proclaimed. 
Bt-twet>n the middle of. February and March 4th, 

. the total volume of money in circulation in the 
Unitoo States of America increased by $ I,6oo 
million - a measure of the. volume of hoarding 
during thf'Se three weeks. F~derai Rest>rve bank 
credit outstanding increased by an almost equal 
amount ; member banks rediscountoo $1,150 
million of nt'w bills with the Rt>Serve banks, and 
the latter also bought acceptances freely. The 
dt'Oation of commercial bank credit was extrt'm£'1y 
drastic during this period ; in the mo~th of 
February alone, the total loans and investments 
of reporting member banks in 101 leading cities 
fell by $900 million. . 

The re-opening of the banks waa rapidly effected. 
By the end of March 1933. u,8oo of the 18,ooo 
banks in operation before the crisis had been 
licensed to carry on business on an unrestrictoo 
basis and, by the eitd of 1933. this number had been 
increased to. over 15,000 ; these banks accounted 
for more than 95 p& cent of deposits of all banks 
prior to the aisis. The development of commercial 
bank p-edit during 1933 may be estimated on the 
ba..ofs of · the following table, which relates to 
reporting member banks in ninety leading cities : 

End of: 

l..t;a ns on securi-
ties • • • . • 

All other loans • 
Investments in 

Government 
securities • • 

Other invest-
ments ••• 

Total loans and 
investments • 

Net demand de
. posits • • • • 

Time deposits . 
Velocity of cir

culation of de· 
mand deposits 
(outside New 
York City; 
1919 • 1925 
= roo) •.. ' • 

March 

' 3.644 
4.688 

4.583 

3.o86 

16,oox 

9·745 
4·330 

June Sept. Dec. 
S (ooo,ooo's) 

3.748 3.687 3,628 
4.704 4.853 4·774 

5.254 5.o56 5,267 

2,959 2,933 2,997 

16,665. 16,529 16,666 

10,741 10,505 10,866 
4.4o6 4.501 4·33~ 

. 72 
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There was some expansion in bank credit a~ 
measured by total loans and investments during 
the second quarter of 1933 ; part of the apparent 
increase in the figures given in the above table 
for total loans and investments and for demand 
and time deposits was, however, no doubt due to 
the progressive licensing of banks still closed at 
~he end of March. Among the credit items, the 
lncrease was largely confined to banks' holdings of 
Government securities, though loans on securities 
also rose at the same time as security prices and 
stock-exchange activity. It is striking, however, 
that the increase in production and speculation 
characteristic of this period appears to have been 
financed less by an expansion in bank credit than 
by a more effective use of existing credit, as 
reflected in the increase in the velocity of circulation 
of bank deposits. This index rose to 90 in July, 
but it has fallen almost continuously since then, 
and by December it was back to the low level of 
February. In the third quarter of 1933 there was 
a tendency towards a contraction of credit, although 
" all other " loans rose during these months, as ~ 
result chiefly of increased holdings of acceptances. 
Conunercial loans to customers showed little net 
change over this nine-month period. Security loans 
fcll somewhat in the. final quarter of the year, as 
did "all other" loans; the increase in banks' holdings 
of Government securities reflect Treasury financing 
and the continued desire on the part of the banks 
to maintain assets in a liquid form. The desire 
for liquidity is even more strikingly demonstrated 
in the continuous accumulation of excess cash 
rl'serves. Early in Novemhl'r these excess reserves 
amounted to $850 million. This was largely the 
result of the purchase of $6oo million of Government 
securities in the open market by the Federal 
Reserve banks between the middle of May and the 
beginning of November. Although excess cash 
r~rves were somewhat lower at the end of 1933, 
they again increased in the first months of 1934 
and the record figure of more than $r,2oo million 
in March. -

The British banking experience of 1933 may be 
compared with thaj in 1932 from the· figures 
given at the top of the next column, which 
summarise the posit\on of ten London clearing 
banks (representing about '95 per cent of the 
total resources of all British joint-~tock banks) 
in December 1931, 1932 and I933· 

Total deposits were somewhat lower at the end 
of 1933 than at the end of 1932; there was, however, 
a definite shift from deposit to current accounts. 

Coin, bank notes and balan
ces with Bank of England. 

Money at call and short 
notice . . . . . . . . . 

Commercial and Treasury 
bills discounted. 

Investments . . 
Advances •.. 
Current, deposit and other 

·accounts. 
Acceptances and endorse-

ments . . . . . - . • . 

Dec. Dec. 
1931 19)2 

£ (ooo,ooo'a) 

184 200 

121 128 

246 408 
296 475 
903 778 

102 

Dec. 
1933 

213 

120 

3II 
562 
738 

II6 

The former fell by £63 million in the course of 
1933, while current accounts increased by over 
£2o millidn. 1 Current accounts constituted 
53 per cent of total deposits of the London clearing 
banks in December 1933, as compared with less 
than 51 per cent in December 1932. This change 
:~ partly to be explained by the low level of deposit 
rates and partly by the revival· of trade. The 
clearing banks continued to increase their cash 
holdings, and the ratio of the latter to total deposits 
was II per cent in December 1933, compared to 
10.4 per cent in Dccembe~: 1932. Call loans, 
however, were lower. The reduction in the bill 
portfolio in 19,33 is largely due to Treasury bills, on 
which the rate was extremely low during the year. 
On the other hand, the banks bought Government 
securities in even greater volume than during the 
previous year and, at the end of 1933, total 
investments reached a record high figure. 
Advances continued to decline, though less sharply 
than in 1932. This decline was no doubt due in 
part to the unfreezing of credit incidental to trade 
revival. At £738 million, total advances stood at 
a lower level in December 1933 than at any time 
since 1923. the only item in the British ba,nk 
accounts which appears to reflect the improvement 
in British trade which occurred in 1933 is 
acceptances and endorsements outstanding, which 
rose to the level they were at early in 1931, before 
the financial crisis. But the greater part of this 
increase is evidently due to endorsements, and, as 
many banks include open foreign exchange contracts 
under this head, the increase may. hi' due to 
more a<.tive foreign exchange business. The 
improvement in trade is best seen in the f~res 
for bank clt-arings shown hi'Jow. 

'Tile lilfUfeS reloos to the LODd011CiearingBanka. SeeMotiiAI:I! Bull•linQ/ Slulisli<sol the League of Nations, January 19Ji• 
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lga<) I 1930 I 19SI I 1931 I 1933 

£ (ooo,ooo'a) 

To11'11~. .. . . . . JQ.9JS 38.783 31,816 27,834 27.714 
lktn>p.">liun oorings . . . x.SSJ 1,8u 1,668 ' 1,610 1,657 . 
(<lUll try cJ.oarings. . . . . . 3.0;9 2,914 2.752 2,668 2,767. 

Total •. . . . . . . 4-t.S96 43.559 36,236 32,112 32,138 

. Town clearings are ~erally taken as indicative 
of Jinancial and speculati\"e activity, metropolitan 
~ as indicati"-e of London retail trade and. 
rounuy c:karings as indicative of the ~eral trade 
of the country. It will be seen that all classes of 
clearings fell Clllltinuously from 1929 to 1932, the 
first being l3 pes- cent lo1rer in 1932 than in 1929, 
the second 15 per cent lo1rer and the third ro per 
cent lom. The dMine was arrested in 1933 ; 
diKing that year, town clearings fell only fractionally 
and metropolitan and country clearings 1rere both 
SOllllewbat higbe£ (2.8 and 3.6 per cent respectively) 
than in the previous year. A comparison of the 
latt~ half of 1933 with the corresponding period of 
1932 shows a JIKXe striking improvement for both 
meuopolitan and country clearings - the former 
~ IDOI'e than 4 pes- cent and the latter more than 
6 pes- ant ~ in 1933. 

The recent development in France may be 
anal~-sed on the basis of -statistics relating to the 
fum ~ deposit banks. 

ea..b Oil hand with Bank 

Bill portfolio, including 
Trt:a.-ury bills • . . • 

AdV2DCeS and contangoes 
Dt-btUB on current 
acoA~Dt and corres-
poodi:nts ••••.• 

Sigl.t dt-po.,its and 
current aa:uunts 

T JmE: dqlo ... its • • • . • 
.o\r~nas ••••• 

Odaber October Ol:tobor 
1931 19J2 1933 

FraDal (ooo,ooo'a) 

18,861 19,638 20,097 
l,18g 1,074 1,274 

10,200 8,352 7,715 

J6,9]1 j6,197 
I,J10 I,J42 

573 334 

Bdwuu U:tukr 1932 and Cktober 1933, sight 
and time &pr.sits Wt2'e rtilnct:d by 3-7 milliard 
fraDCa and the banks' cash holdings fell by about 
the same amount. Tbe fund. 10 withdrawn were 
~y wed to inv~t in public and lemi-public 
-- (# to parclwe gold for boarding ; deposits in 
the Cai.e Sab--.Je and in the private savings 
~ ~ea.ed ooly at their normal rate during 
tb ptnr.od. aad piv-"te dt:posits in the Banque 

de France fell slightly. The bill portfolio rose 
somewhat and advances and· contangoes .were also 
increased. On the other hand, the deposit banks' 
debtors on current account <:ontinued to decline, . 
though much less sharply than in the preceding 
year. • 

The turnover of bank credit in France is rellected 
in the following figures, which show total amounts 
cleared through Paris clearing-houses during each 
}~r since 1929 : 

I 1929 • • 
1930 
1931 • ,. 
1932 •• 
1933 •• • 

Frauct (ooo,ooo's) 

512.464 
555.996 
400.524 
332.394 

• 378.544 

' 

Total clearings rose somewhat in 1930, but fell 
sharply in 1931 and 1932, being 40 per cent lower 
in the latter years than in 1930. They rose 
somewhat in 1933. but in December of that year 
were slightly lower than the corresponding month 
of 1932. 

The following figures show the principal accounts 
of the big Berlin banks near the end of each of the 
past three years : 

Cash on band and balances 
with Reichsbank • • • 

Bill portfolio : . 
{ fl) Treasury bills 
(b) Commercial bills , 

Loans on current account : 
{fl}Tobanks , • , •• 
(b) To others • , A • • 

Other loans and advances: · 
{fl} Reimbursement ere· 

dits ...•..• 
(b) Contangoes and lom

bard loans , , , , 
Depo&ita • . . • • • . 
" loro " correspondent 

accounts 
&diacounta • • • • • • • 

Ncnr. Ncnr, Oet. 
193.1 1932 1933 

(R.M. (ooo,ooo'a) 

183 15-t 

358 470 
'·073 l,l61 

-t6z 328 
... 029 3.408 

1,188 . 1,030 

159 34 
5.342 5,019 

1,328 1,145 
1,516 I 868 

' . . ~ 

138 

578 
1,ro6 

279 
3,105-

• 

6.11 

• 26 
~.sCJ(i 

684 
930 
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The above figures show that the contraction of 

commercial bank credit in Germany continued 
throughout 1933, but at a slower rate, on the 
whole, than in the previous year. The current 
account loans of the big Berlin banks, which 
constitute the bulk of their advances to industry, 
fell considerably less than in 1932, when very large 
sums were written off. These banks continued to 
buy Treasury bills, and their commercial bill 
portfolio was only slightly reduced. Their 
reimbursement credits, on the other hand, fell very 
markedly, in line with "]oro" correspondent 
accounts under liabilities ; the latter represent 
acceptance credits taken (largely abroad) by 
German banks on behalf of clients. Deposits in the 

large banks fell more than in the previous year and 
reached their lowest level since 1926. Savings 
bank deposits increased by 1 milliard &"\f., so that · 
there was no net loss of deposits to the banking 
system as a whole. 1 

The following statement shows the total volume 
of Reichsbank giro-tra~fers for each year since 
1929 : 

1929 
1930 
1931 
1932 
1933 

.. 

RM. (ooo,ooo'o) 

750,654 
704.587 
622,139 
526,388 
503.577 

Table IX. 
PERCENTAGE CHANGE IN COMMERCIAL BANK DEPOSITS IS CERTAIN COUNTRIES, END OF 1932-1933. 

Current accounto 
and sight deposits 

Union of South Africa • 
Ecuador 1• 

Peru •. . . 
Mexico 1 ••• 

New Zealam} • 
Chile 1 • • • 

Colombia • . 
Finland 1 •• 

Denmark 1 • 

Portugal• . 
Japan 1 •• 

Argentine 1 • 

Sweden • 
Latvia I • 

Canada 1 •• 

Liiliuania •. 
Australia 1 • 

Hungary 1 

. Greece • •• 
.Brazil •. • . 
United Kingdom 
Estonia •. 
Norway 1 • 

U.S.A. 1 • 

Poland 1 • 

Switzerland 1 • 

Czechoslovakia 1• 

Italy •. • • 
France • •. 
Germany •. 
Uruguay • . 

. . 

+91 
+91 
+43' 
+37 
+29 
+z6 
+z6 
+19 
+IS 
+13 
+9 
+8 
+8 
+7 
+6 
+6 
+4 
+4 
+3 
+ 2 

+z 
± 0 

-2 
-2 

-4 
-4 
-5 
-s 
-9 
-IO 
-2I 

I November 1932-November 1933· 
• Octobec 1932·0ctober 1933. 
1 September 1932·September 1933· 

Other deposito 

Mexico • . 
Italy •. • 
Latvia •. 
Peru • .. 
New Zealand . 
Portugal• 
Japan 1 

•• 

Denmark 1 • 

Chile '· • 
Finland •. 
Greece 1 •• 

Australia • . 
Sweden .• 
Ecuador'· . 
Hungary 1 • 

Uruguay' . 
Canada 1 •• 

Lithuania •. 
Argentine •. 
Czechoslovakia • 
Estonia •. • • . 
Norway 1 •••• 

United Kingdom 
Colombia • .. 
Germany • .• 
Switzerland • • • 
Union of South Africa 1 

Poland 1 • 

u.s.A.• . 
Brazil• ... 
France • • 

+44 
+18 
+I7 
+xs 
+n 
+9 
t- 8 
+6 
+3 
+3 
+z 
+I 
+I 
± 0 

±0 
± 0 

-2 

-3 
-s 
-6 
-6 
-6 
-7 
-7 
-8 
-9 
-9 
-14 
-14 
-18 
-21 

Total deposits 

Ecuador 1: • • • • • • ' 

Union of South Africa • . 
Mexico •. 
Peru • . . . 
Chile 1 • • • 

New Zealand . 
Colombia 1 • 

Portugal 1 • 

Latvia •.. 
Denmark I, 
Japan 1 •• 

Finland 1 •• 

Greece • .• 
Australia • . 
Hungary • . 
Sweden .•. 
Canada'· . 
Lithuania •. 
Argentine •. 
Italy •. • . 
Estonia 1 • • 

United Kingdom 
Brazil •. • • • . 
Czechoslovakia • 
Norway • ••• 
U.S.A.• • . . 
Switze.rland • . 
Germany •. 
Poland 1 • 

France • . 
Uruguay' 

• August 19J2·August 1933· 
1 June 1932-june 1933· 

+67 
+46 
+31! 
+21:1 
+18 
+17 
+II 
+n 
+ 9 
+8 
+B 
+6 
+3 
+2 
+ 2 

+ 2 
± 0 

± 0 
-I 

-I 

-2 

-2 

-- 5 
-s 
-s 
-;-7 
-7 
-9 
-9 
-10 
-u 



lo)ta} r\ro-tran....rers at the Reichsbank have 
blkn st,;;dilY sintt 1929 and in 1933 were almost 
3J pel" ttnt io~r than in tbat year. It will be 
otts.en~ howe,~. that the decline during 1933 
l.f pel" ttnt) was le;s than in any of the !?receding 
l'NIS. 
· Table IX abol-e enables a rough estimate to be 
made of the ~neral world de~opment of commer
cial l:nnk credit during 1933· The table shows the 
percenta.,ae change bet~ the most recent month 
in 193J for- .. irich data are available and the 
CIIXl'e5ponding month of 19JZ in current accounts, 
other deposits · and total deposits in thirty-one 
countries for- which this information is published 
in the League of Nations .\fOfllltly B11lklitt of 
SUlistics. 

In sixteeD of the thirty-one countries in Table IX 
total ckposits rose in 1933 ; in two they showed no 
uet movement ; and in thirteen they fell. SpeCial 
local mnditions have influenced the evolution in 
certain anmtries and it would be dangerous to 
make any ~tion on the basis·of the above 
figures. It is a striking fact, however, that the 

- economy of all States .. -hich experienced a rue of 
more than 10 pel" cent in total commercial bank 
deposits in 193J is Iargcly based on tbe production 
of nw materials. Tbe prices of many of these 
products. in tenus of national currencies, rose in 
1933. and the consequent improvetnent in the terms 
of trade may be reflected in the deposit figures. 
Sollth Africa. foc aample, where the rue in current 
acawmts was particularly markOO, enjo}'M higher 
prices fm terms of South-African ponnds) for wool 
and gold, M chief export articles, and her surplus 
of e:xports increased in 1933- But the chief reason 
fox the rue in bank deposits in this country is the 
fact that practically all the capital exported before 
the suspension of the gold standard at the end 
of 1932 -..-as repatriated during 1933. Jt is 
ooteworthy that almost the whole of the rue in 
~ during 1933 - .tzs million - was used 
by the banks to increase their cash holdings in the 
fonn of~ with the South-African Reserve 
Bank ; they rontinlkd to contract their loans and 
advanas. 

In FcpcJt.- and Peru, there was a substantial 
increase in the monetary· circulation during 1933. 
l'ric.ts r<.« .barply in the latter country and the 
,.vba nge value of the 101 cLrlined. The a VL-rage 
lllfAJthly suqAua of exports increut:d from 7.8 to 
12.9 million 101d between 1932 and 1933. In 
a.ile, the rapid increase in note cirCulation which 

• k.d talrea place in 1932 was checW to 110me 
t:Xkrrt ill the latter part uf 1933 ; the exchange 
riott:, bc;wc::ver, remained high and there was a 

distinct improvement in the trade ~tion. 
Economic conditions in Mexico continued dcprt>sscd 
in 1933· A very large part of the increase in 
deposits attiuing to the ordinary banks ~s held 
by them either in the form of !>&lances w1th the 
Banco de Mexico or cash in hand. · 

In Brazil and Uruguay - States producing raw 
materials in wluCh total deposits fell - both 
imports and exports rose in 1933, but the former 
more than the latter. Thus, in Brazil, the surplus 
of exports fell from a monthly average of 85 million 
milreis in 1932 to a monthly average of 55 millions 
in 1933· In_ Uruguay, it fell from a monthly · 
average of .po,ooo pesos, in 1932 to a monthly 
average of only uo,ooo pesos in the first nine 
months of .1933·. 

1 

Apart from Uruguay, commercial bank de~its 
fell most in France, Poland, Germany and 
Switzerland, countries where the gold standard was 
maintained and the pressure of deflation continued 
in 1933- The fall in deposits in the United States 
of America is largely accounted for in the fact that 
not all the banks closed during the banking crisis 
were subsequently licensed to re-open ; as shown 
above, there was some net increase in deposits in 
licensed banks between the end of March and the 
end of 1933-

ln twelve of the sixteeJl conntries in which total 
deposits increased there was a rise in both current 
accounts and time deposits. In ten of these 
- namely, in Peru, New Zealand, Chile, Finland, 
Denmark, Portugal, Japan, Sweden, Australia and 
Greece - current accounts rose more than· time 
depOsits, and in only two -Mexico and Latvia -
did time deposits rue more than current accounts. 
In Ecuador and Hungary there was an increase in 
current acconnts and no net change in time deposits, 
and in South ·Africa and Colombia there was a rise 
in current accounts and a flAil in time deposits. 

In Canada and Lithuania, where total deposits 
remained stable during 1933, an increase in current 
accounts was offset by a fall in deposit accounts. 
Of the thirteen countries in which total deposits 
fell, the decline in four was entirely due to ·time 
accounts: in the Argentine, Brazil and the United 
Kingdom, current accounts rose, and in Estonia 
they remained stable, while time deposits fell. · In 
Uruguay, on the othl'r hand, the fall was entirely 
due to current accounts, aa time deposita showt•d 
no net movement. In Norway, the United States 
of America, Poland, Switzerland, Czechoslovakia·, 
France and Germany, both current accounts and 
time deposits fell ; in all thL-sc countries except 
Germany, curn·nt accounts Ml lesi than time 
ckpoiits. Italy is the onlY countrr which ihowa 

' 
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an increase in tim~ deposits and a fall in current 
accounts. 

In twenty-six of the thirty-one countries included 
in Table VI, the ratio of current accounts to time 
deposits shifted in favour of current accounts in 
1933, and in only five -Germany, Italy, Mexico, 
Latvia and Uruguay - did it shift in favour of 
time deposits. These figures indic;;_te that there 
was, in general, a more active use of deposits -as 
well as, in many countries, a rise in their absolute 
amount - in 1933 than }n the preceding year. 

Such indications as are available regarding changes 
in banks' assets during 1933 suggest that - in 
Europ~ and North America, at any rate - they 
continu~.>d to enlarge their holdings of Government 
securities at the expense of commercial loans. 
The commercial banks of many countries also 
increased their tash holdings and they were, in 
most r.a!'es, in a position to expand considerably 
the volume of commercial credit outstanding 
without resort to central banks or other institutions 
for additional cash reserves. 

l'loney Rates during the De11ression. 

The statistics available do not permit a 
comprehensive comparative analysis to be made 
of the changes in the rates charged on different 
typ~ of loans by the commercial banks of the 
various countries covered ·by this volume. 
Information relating to the open-market rates on 
short-term commercial paper is, however, available 
for the majority of the European countries and the 

. United States of America, and the movement of 
c~ntral b:~nk rates of discount regularly reported 
for a larg~r number of countries in different 
parts of the world may be considered representa
tive of the trend of short-term interest rates in 
general, 

Changes in central bank discount rates during 
the period July 1929-February 1934 are shown 
for twenty-six countries in the diagram on pagll34· 
The countries have been arranged in eight gr~>ups 
mainly according to the relative heights of their 
central bank rates throughout this period. 

The significance of these rates differs from 
country to country, in accordance with differences 
in the structure of money markets and in the 
degree of control exercised by the central bank over 
these markets. Their significance as regulators of 
interest rates in general varies, moreover, fmm 
period to period ; in particular, when the eff<.ctive 
demand for capital for purposes of investment is 
slack and the amount of " idle " funds tends to 
increase, open-market rates of interest may fall 
well below central bank rates. In spite of these 
qualifications, however, the general level anti the 
movements of the rates for various cow1hies 
display certain features of considerable interest. 
It will be observed that all countries in the bottom 
groups of the diagram - those with the lowest 
average bank rates ~are creditor countries, while 
the countries included in the groups with relatively 
higher average bank 1ates are all debtor countries. 
The reasons for this fact are obvious and need not 
be entered upon here. 

The increase in the rediscount rate of the Federal 

Reserve l~nk of New York from S to 6 per cent in 
August 1929 was immediately followed by a rise 
in the South-African rate, and, in the following 
month, the Bank of England raised its rate from 
5 Y2 to 6 Yz per cent. At the same time, rates 
were increased in all the Scandinavian countries 
and in Austria and Estonia. The break of the 
New Yodi stock-market in October 1929 and the 
rapid fall in security prices and brokers'- loans 
released a large volume of short-term money, 
fordgn as well as American, previously tied up in 

· security speculation. The effect on money rates 
was immediate; by the end of 1929, the New York 
rate had been reduced to 4Y2 per cent, the Bank 
of England rate to S per cent and, as the diagram 
shows, reductions had been effected in most other 
countries. ' 

With few exceptions, rates continued to fall 
throughout 1930. The stagnation in trade and ~ 
decline in commodity prices, as well as the slump 
in stock-exchange activity, led to an accumulation 

1 
of funds which could not be profitably invested 
at long-term. By the beginning of 1931, the . 
central bank rediscount rates had been reduced to 
2~3 per cent in all the countries included in the 
bottom groups of the diagram ; rates were also 
very low in the Scandinavian countries. The only 
countries where bank rates were raised during 
1930 arc Chile, Pt>ru, Spain, Germany and Poland. 
In the first two countries, the sharp fall in the 
prices of export pnltlucts resulted in a loss of gold 
and foreign currency reserves, and discount rates 
were raised in cons.·quence. In September and · 
October 1930, considerable amounts of foreign 
short-tetnt capital wt·re withdra\\n from Germany ; 
the Reichsbank lo~t gold and foreign exchange 
amounting to over 700 million Ri\1. Early in 
October, it raised its rate from 4 per cent (to which 
it had been reduced, by stages, from 7% per cent 
in N.ovember 1929) to 5 per cent ; the Bank of 
Poland immediately raised its rate from 6h to 
7 Yz Per cent. ' 
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In many countries rates continued to decline 
during the first part of 1931 ; the New York 
rediscount rate was reduced to the record low level 
of I~·~ per cent early in May ; the French, Dutch 
and Swiss rates were reduced to 2 per cent and the 
Bank of England rate to 2h per cent. The 
Swedish rate was also lowered ; only in Chile, 
where political djsturbances occurred, was there an 
increase - from 7 to 9 per cent. 

Market rates of discount, as shown in Table X 
below, 1 display a trend similar to that of central 
hank rates. Short-term money rates fell in all 
countries in 1930 and (with the exception of 
Germany, where the relative stringency resulting 
from the withdrawal of capital still persisted) in 
the first part of 1931. During the first months of 
1931, money was particularly cheap in Switzerland, 
the United States of America, the Netherlands and 
France- creditor countries in which foreign capital 
was alr .. ady seeking refuge. In the majority of 
countries included in Table X, market rates of 
discount \Wre 2-3 per cent lower in tht> first ~rind 
of 1931 than during 1929. 

This monetary l'aSC came abruptly to an end as 
a result of the international financial panic 
precipitalt:d by the Creditanstalt disclosures in 
:\lay 1931. Large recourse was had to central 
banks for funds with which to meet the sudden 
demands ; reference has already been made in an 
earlier section to the extensive assistance in the 
form of rediscount and other credits granted by 
central banks to commercial banks during the 
financial crisis, and further details are giwn in tht' 
individual chapters. The prict• of credit rose very 
sharply in most parts of the world. In Austria, 
bank rate was increased from 5 to 6 pt•r cent early 
in June, then to 8 per cent, and to 10 per cent in 
July. In Germany, the rate was raised from 5 to 
7 per ct•nt in June, to 10 per cent at the culmination 
of the crisis in July, and 15 per cent just before the 
re-opening of the banks. The Bank of England 
rate was raised from 2% per. cent to 4 ~'2 per cent 
in the latter part of July. ; it was maintained 
at 4% per cent until after the suspension of the 
gold standard in St·ptember, when it was raised 
to 6 pl'r cent. Rates in the other countries included 
in the bottom groups of the diagram remained 
unchang~d until the end of September and 
b,·ginning of October, when most of thc·m were 
raised by I per cent. Bank rates were also increased 
in South Africa, Chile and Japan and in all 
European countrit>s sll.own except Belgium, Latvia 
and Spain. . .. , 

In Belgium, the rate was maintained at 2% per 
cent throughout 1931, but raistd to 3 pt·r cent 
at the beginning of 1932. The Latvian rate 
remained unchanged at 6 per Cl'nt fr~m 1928 until 
the beginning of 1933, when it was nduc~d to 
5 Y% pd cent. In this country, however, the 
central bank applied a policy of direct restriction 
of credit in the latter part of 1931. Spain, which 
did not return to the gold standard after the war, 
appears to have been less affected by the financial 
crisis of 1931 than most European countries. 

In sympathy with the general movement of 
central bank rates, market rates of discount also 
rose sharply in most cow1tries in the latter part 
of 1931 (see Table X). As compared with the 
rates prevailing earlier in that year, the increase 
was particularly marked in Germany and the 
United Kingdom ; it was least in Belgium, France, 
the Netherlands and Switzerland. 

Late in 1931, central bank rates of discow1t 
were reduced from their crisis levels in Germany 
and Austria ; reductions were also effected in 
Hungary, - Finland and Greece. In the course 
of 1932 and 1933 there was a rapid and universal 
transition from dear to cheap money, which is most 
strikingly illustrated in the reduction in the Bank 
of England rate from 6 per cent in February 
to 2 per cent in June 1932. 

The universality of the fall in muney rates 
in 1932 and 1933 is worthy of particular str~ss. 
The countries included in the middle group of the 
diagram, which had not shared. in the monetary 
case of 1930 and the first part of 1931. were all 
able to lower their bank rates during these years. 
The reduction is very striking in tlw case of Japan. 
where the bank rate was reduced by stages from 
over 6.6 per cent in March 1932 to 4·4 per cent 
in September, and to 3.65 per ct•nt in July 1933. 
In pursuance of tht• cheap-money policy of the 
Japanese authorities since the abandonment of the 
gold standard at the end of 1931, interest ratt•s 
at the Post Office Savings Banks, the Bank of 
Japan and the deposit banks of Osaka and Tok·To 
have been reduced, and the Bank of Japan has 
engaged in extt·nsive opt•n-market operations. In 
Greece, the bank rate was reduced from 12 to 7 pt·r 
cent. Indeed, the only countries where bank rates 
were raised at all between February 1932 and 
January 1934 are the_ United States of America 
and the Netherland~. and in both cases the increa:ws 
were due to local phenomena of a transitory nature. 
In the United Stall's, the New York rate was 
raised from 2 ~'2 to 3 ~~ pt·r cent during tht> banking 

' Thla table compriHa :~those-• eountritS for which in{unnat..Unl · un markd rates of discouut is r'-·gularly 
pulllilb•J in tho MoniMy B11lleliM of St<llisliu of the League ul Nations. 



Tahle X, 

MARKET RATES, OP DISCOUNT IN (I!RTAIN (OUNTKU!t!, 

Country 

' 

United States • • 

United Kingdom. 
Netherlands. • • 
SwitJt•rland • • • 
France • . . . . 
Belgium •••• 
Sweden . ... . 
l)enmark . .. . 
Czechoslovakia • 

Type of paper 

• • • !Bankers' &CCt'ptances 90 days •. 
' Commercial j>aper •·6 months. . 

• • • • Bankers' drafts 90 days • • • . 
. • . . Priva tc discount . . . . . . . 
• • . • 3 months' bills . . . . . . . 
• • • • Commercial paper 4.5·90 days. • 
• • •• Commercial paper 1-3 months • 
• • • • Commercial paper 3 months • . 
•••• Bankers' discount rate ••••. 
• • • • Private discount ; 3 months and 

Italy. • • 

Germany. 

shorter bills. • • • . • • • . 
• • • • • • • Private discount ; commercial 

bills 4 months. • • • • • • . 
• • • • • • • Private discount ; .56-9«> days' 

bills . . . . . . . . . . . . . \ 
Jap..n . . • . . . . . 
Austria. ~~ . . . • Commercial paper 6o days ••• 

• Private discount 6o-g2 days' . . . 

1929 
averase 

.5-03 
s-84 
5-27 
4.Ba 
3·31 
3·46 
4·3 
4·74 
.5·13 

6.87 
5-11 

Hungary•. 
Bulgaria •. 
Poiand. , 

bills. . . . . . . . . . . . 7·14 
• • • • • • • Commercial paper up to 3 months .5·37·10.2.5 . . . . ... • Private discount. • • • • • • 11-15 . . . . . . • Rates of the Ass. of Pri va tl· 

· Banks : 4-5 months' bills. • . 12.22 

2.46 
3.58 
2.61 
2.06. 
.2.01 
2-32 
2.78 
3-72 
4-19 

4-46 

6 

4-43 
4·93 

4-91 
. .5·.5·10 

ll-16 

1931 -·-·------...,----
1 

Montb of Average 
for lint 

period (a) 

1.19 
2-32 
2-39 
1.23 
1.05 
1.50 
2.25 
3.10 
3-50 

.5-30 

4·7.5 
4·38 

3·98 
5·.5·7 
9'12 

Jowett 
average 

rate 

VIII 
VIII 
VI· 
IX 
III 
VI 
VI 
VI 

VIII 

VII 

VIII 

v 
IX 

III 
v 

VIII 

VII 

Average 
for eocond 
period (b) 

2-35 
3·36 
4.82 
1.96 
1.56 
1.65 
2-39 
5.08 
5.66 

5-Bs 

'6.44 

7·39 
4·87 

1932 
average 

1.26 
2.84 
1.84 
o.Bs 
1.,52 
1.28 
J.I2 
4·39 
4·5 

5-15 

,5.88 
• 

1933 
average 

o.6· 
1-71 
o.6g 
1.II 
1.5 
1.83 
~-42 

3-17 
3-17 

3·.57 

3-88. 

' 
J.88 
4·67 

January 
1934 

0.5 
1.38 
1.02 
0.5 
J.5 
2.38 

3·5 

3-2.5 

3-88 
4-38 

Sinoe July 1931 : no transactions. 
.5·7.5-IO.S 4·38-IO 4·38-7-.5 

1()-14 9-.5-14 8-u . 8-u 

10.96 9·3 

• Range of ratea. (•) Period uteuding from Jannary to month indicated in next column. 
(b) Remainder of year. 
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crisis of :March 1933 ; by May the rate had been 
again reduced to 2 Y:! per cent. Moreover, the 
Federal Reserve banks bought Government 
securities to a value of S6oo million between May 
and October, and the money market was so 
saturate!! with funds that the reduction of the 
bank rate to 2 per cent in October and I Y:! per 

' cent at the end of January· 1934 represented 

nothing more than adjustments to prevailing 
market rates. In the Netherlands, the discount 
rate was raised from 2 Y:! to 4 Yz per cent during 
the speculation against the florin in the summer 
of 1933, but when this speculation subsided the 
rate was soon restored to 2 Yz per cent. 

Table XI below provides a summary of the trend 
of discount rates in recent years. 

Table XI. 

CENTRAL BANK DISCOUNT RATES . 

• Rate Average Average prevailing 
Date on which Most rei:eot period 

Central Bank of rate rate rate in column (3) since 1925 on which 
1925/1929 1933 

February was established a lower rate prevailed ut. 1934 
. 

{I) (2) (Jl (4) (S) 

United States (N.Y.) . . . . 4-l4 2.56 1.5 1.11.1934 -
United Kingdom . . . . 4·84 2 2 30.V1.1932 -
Switzerland . . . 3·58 2 2 22.1.1931 -
Fr.tnce . . . . . . . . 5-07 2-5 2-5 9.X.1931 2 % ; 2.1.1931-

8.X.1931 
Netherlands . 4-15 2.87 2-5 ... 19.1X.1933 2 % ; 18 V-1931-. . . . 

' 28.IX.1931 
Sweden . . . . . . . . . 4-51 3-17 2-5 1.XII.1933 -
Denmark . . . • . . . 5-37 3-7 2.5 23.Vll1.1932 -
Italy . . . . . . . • . . . 6.64 3.85 3 4.1X.1933 -
Belgium. 5-35 3-5 3-5 14.1.1932 ' 2.5 % ; 31.V11.193o-. . . . . . 

IJ.1.1932 
Norway. . . . . . 5-36 3·7 3-5 24 V.1933 -
Czechoslovakia . . . • . 5-55 3-57 3-5 25.1.1933. -
South Africa. . . . . 5-57. 3.82 3-5 15.V.1933 -
Japan; • . . 0 . . 6.30 4-02 3-63 3-V11.1933 -. 
Germany . . . . . 7.16 4 4 22.1X.1932 -
Finland . . . 7·43 5-58 4-5 5.1X.1933 -
Hungary. 7·05 4·5 4·5 17.X.1932 - -. . . 0 

Chile 0 . 6.83 1 4·5 4·5 23.V111.1932 -. 
Austria • . . 7-66 5-23 5 24.I11.1933 -• 
Poland . . 9·35 5.8z 5 26.x.1933 -. 
Estonia . . . . . 8.53 5-5 5·5 • 28.1.1932 -. 
Latvia. . . . 7-45 5-5 5-5 1.1.1933 -. 
Portugal. . . . . 8.J2 6.07 5-5 13.lll.1933 -

' Peru . . . . 6.22 6 6 21.V.19JZ -. . . 
Spain. . .. . . . . . . 5-12 6 6 . 26.X.1932 5·5 % ; I8.X11.1928-

0 17.V11.1930 
Roumania. • 6.44 6.26 6 5.1V.1933 -. . . . "\" ' 

Bulgaria: . 9-85 8 7 25.V.1932 -. . . . . 
Greece. . . . 9-70 8 7 14.X.1933 -. . . . 
Yugoslavia . . . . . . . . 6 7-50 7·5 18.V11.1931 S·S % ; I.V.I9Jo-

z6.VI.I9JI 

' 

1 Average 1926-1929. 
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The C'OWl~ are anangro in thl" inwrkd order than· the a vera~ of any ~ar since 1929. Thill 
ld the hl"ight of et.'fltral bank dis.:ount rates on stiffening of rat..-s was already marked during the 
Fl"bruary xst, II}.H. An examination of the last last months of 1933: it was largely due to budgetary 
(olumn •ill show that - besides Spain 1 and difficulties and to the repatriation of American 
Yugoslavia a - France, Belgium and the capital and export of gold to that country. · 
Netherlands are the only countries where a lower The movements of market rates of discount as 
bank 16h' than that in fon:e on February 1st, 1934, shown in Table X must not be rl'garded as typical 
has prevailed at any time in recent ~ars. The of the fluctuations in the rates chargl'd by 
movemE"nts of the Dutch and Belgian bank rates commeltial banks on loans to customers. The 
ha,-e ahady been commented upon above. The latter are generall) much more " sticky " : they 
discount rate of the Banque de France was reduced · move less frequently and within a much narrower 
to the record low level of 2 per cent at the hl'ginning range than the open-market rates. Data are 
of 1931 ; in October of that }'l'ar. at the same time published regularly in the Federal Reserv1 Bulletin 
as the New Vorkrate. it was raist-d to 2% per cent givingaveragerateschargl'donloans by commercial 
and remained uncbangt'd until February 8th, 11)34, banks in various sections of the United States of 
-~ it was increased to 3 per cent. A glance at America, and, in the following statement, their 
Table X will show that money rates were movements during the past five years are compared 
considerably higher in France in January 1934 with: those of central bank and open-market rates. 

. Average A.....age rate Average rate OD bank loaua and adYIIDc:<s' 
dUcoant rate 
lof Federal· OD 1)0 days' 

Eight oth• bankers' Average Rosene Bank acceptances New YortCity nortbem and 
.. ofN.,...YariL' eutern citiea 

% % % % 
.11}29 . . . • . . . . . . . s.x6 5-03 s-88 6.Q4 
I9JO . . . . . . . . . . . 13-04 2-46 4-67 S-07 . 

19JI . . . . . . . . . . . 2.12 

I 
1.58 4·22. 4-61 

19J2 . . . . . . . . . . . z.81 1.26 4-47 S-OS . 
1933 . . . . . . . . . . ., z.s6 o.6 . . 4-02 4-83 

I .. AY<np of mtes • COIIllllaCia1 louw ud demand and time loana oo &eclll'ltla. 

lbe average rate on ninety-4ly bankers' Ltmg-,_,. Imeresl Rale$, 
acceptances was -4-4 per cent lower in 1933 than 

T..-enty-seven 
1outhcrn and 
weatern cities 

% 

6.14 
S-72 
5·19 
5-62 
S-56 

in 1929, while the average rate charged by The fall in long-term interest rates during the 
. commercial banks on loans to cnstomers was only past years has not been nearly so marked as the 

o.6-x.8 per cent lower. It will be observed that fall in money rates ; indeed, long-term rates have 
the decline in loan rates was greatest in New York risen in certain countries. Table XII bclpw shows 
City, tJu; chief money-market of the United Sta~ the average percentage yield of bonds in certain 
of America, where the surplus funds of the country countril's by years since 1929. During 1930 and 
wer~ lar~y concentrated; and least in the · the first part of 1931, long-term interest ratt:s 
agricaltural west and !011th, with the industrial · tended to decline in all European countries included 
east and north in an ~termediate vosition. In in the tzble, except Poland and Roumania. The 
IOU~~ western_ CitieS, the average rate still decline was greatest in France, Belgium, Swedl'n 
reii)Bined higher d~g 1933 than in 1931 ; in and Switzerland, but in no case did long-term :::::parts of~ Umted States,_ the banks raised rates fall as much as market rates of discount. 

. rates late In 1931 and. dunng the first half In the Argentine and Japan, the average )ield on 
of 19J2, but by 1933 they had been reduced below Government bonds rose in 1930 · 
the I9JI level • 

1 Ia SfAUn. tbe. bent rate remained unchanged t t for 1 · . 
raiood to 5 ~ per ceot. That rate r . . a 5 ~ cen . leVer& Y...,. up to the end of 1928, when it wu 
a ,_ lata' it .,.. further . eued em&lned 14 Ioree until the m•ddle of 1930, when It .... lncreued to 6 per cent . 

• Ia Yarr..Ja . the ~ncr to 6 ~ per cent. and low•ed again to 6 per cent In October 1932 • 
the &mk ill 1;~· to ;~ ;.%e:a~~ t!~- ·~ "":·~~~ "'hich it had remained lixed Iince th~ eatahli•bment of 
1- 1931, it w~ raiood to 6 ~ and ~~•JIJWig 0 .... y 1930. • At the begianlng of the 6nancial c:rla~, In 
felw~ ttJo .,. wbaa it wu•._._.:_! tomonth later, to 7~ per cent. The latter rate remained In force until • ~..... ....__. 7 per cent. 



ISTRODtJCTION 39 

1'ahle XII. 

AcTUAL PERCENTAt;E YIELD OF BoNDS. 

DOMESTIC QUOTATIONS. 

Country 

United Kingdom . 
United States 

America. 
Switzerland 
Sweden 

Italy . 
France . 

Belgium. . . . 
Canada . . . 
Netherlands . 

Japan. . . 
Czechoslovakia • 
Austria . . . 
Germany . . 
Argentine . . 
Poland . 

Rownania. . 
Hungary . . 

1 V.•VII.l9JI. · 
1 L.•Xl.1932. 
1 rv.-x11.1932. 

. 

. 

. 

. 

. 

. 

. 

. 

. 

. 

. 

Issue 1<)29 
average 

. Consols, 2 Y:! % . . 4.6o 
of 3 Treasury Bonds . 3.65 

. 15 Indust. Bonds . 5·o6 

. Fed. Railways, 3 Y:! % . 4.3R 

. 7 Govt. Bonds. . . . 4·56 
Industrial Bonds • . . s.o6 

. Rente, 3·5 % . . . . . 5-14 

. Rente perpet. 3 %. . 3·99 
Average rate of capita-

lisation of new private 
bonds • . . . • . . 5.s6 

. Rente Beige 3 % . . . 4·54 

. Province of Ontario 
Treas. Bonds : • • . 4·90 

. Average yield of 4%% 
(1916) and 6% (1922) 
Govt. Bonds . . . 5-16 

. Average yield of public 
bonds • . . . 5-07 

• Govt. Bonds . . . . 5·76 
. Mortgage Bonds 7 %· . 7·25 
. 6 % Mortgage Bonds. 7-40 
. Mortgage cedulas 6 % . 6.o6 
. S Loan 1919/20, 6 %. 7-22 

Miscellaneous Govt. 
Bonds . . . . . . 9·57 

. 4 Govt. Bonds . . . 8.87 

. Forced Loan 1924,5%. 8.76 

4 r:·tX.19JZ. 
1 IV.-XII.I932. 
0 1.-VIII.I933· 

A comparison of the columns of Tables X and XII 
indicating the month in 1931 in which money and 
interest rates reached their lowest point shows 
that, in the great majority of countries long-term 
rates began to rise before short-term rates. The 
rise was, however, not in most cases so sharp for 
long-term rates ; it was greatest in Poland and 
Roumania, where the price of Government bonds 
fell almost continuously from 1929 to 1932. 

The year 1932 witnessed a remarkable reduction 
in the yield on Government bonds in the United 
Kingdom ; 2% % Consols, which were on a 4% % 
basis in the Ia tter part of 1931, gave an average 
yield of 3% per cent during the year. The Bank 

1931 

1930 Average Month of Average 19J2 1933 
average of fin;t lowest of second average average 

period average period 
(a) yield (b) 

4-48 4-28 VI 4-50 3·76 3·38 
3-40 3-35 VI 3·57 3·74 ].48 
4-9) 4·99 III 5.6s · 7-46 6.93 
4·07 3-70 VIII 3·95 3-62 3·84 
4.18 4-04 VI 4-40 4-32 4-02 
4·95 4·87 VI 5-19 5-33 4·75 
5-21 4·91 VIII 4.88 4·77 4·35 
].48 3-41 IV 3-52 3.85 4·39 

s.ol 4·73 II 4-96 5·49 6.67 
4-00 3-72 IV 4-12 4-48 4·54 

4·71 4-47 VI 4-80 5-21 4.68 

5-II 5-II VI 5-20 4-98 4·75 

5-41 5-23 VI . 5·64 5-50 4-]8 
5.68 5.56 VII 5·97 6.50 6.o6 
7-23 7.10 II 7-41 7•79 I . 
7-15 7-05 IV . 8.38 s 7-15 
6.16 U.I4 III 6.49 6.65 c 7-20 • 
7·84 8.41 VII 9·8o 10.86 10.82 

10.58 n.63 III 13.61 16.48 15-34 
9·74 9·95 IV 11.02 16.32 16.78 
8.18 8.46 IV 8.81 1 22.51 ' 17·74 • 

(11) I 
(b) I See Table X. 

of England, through its discount and open-market 
policy, assisted in the conversion operations of 1932 ; 
the joint-stock banks used £172 million of the 
additional resources, amounting to £246 million, 
placed ·in their hands through the open-market 
operations of the Bank to purchase Government 
securities and the remainder to purchase Treasury 
bills. In most other countries - Italy. the 
Netherlands, Sweden and Switzerland are 
exceptions - the long-term rate of interest, as 
measured by the yield on Government securities. 
tended to rise during this year. Budgt>tary 
deficits were common and most States found it 
necessary to increase their debt at an abnonna\ 
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rator. Then \\"llS an almost grnt>ral improwmcnt, stocks. The rate of capitalisation of new issut's 
ho~\'\"r, in tht lattt'r half of193.i; this improwment of private bonds also rose sharply in France 
coincidt-d -.ith the ~ purchaSES pf Gowmment in. I933· while in the United States of America 
~ties by comnlt'rcial banks to which l'('ference and Swt-dell it declined. The average yil'ld on 
bas already t-11 made. It is worthy of note that, Government bonds in I933 was particularly low 
ill the trnited States of America, the yield on (less than 3~~ per cent) in the United Kingdom 
in4ustrial bonds mnained wry high· throughout and the United States of America, and particularly 
I93J- The margin between the yield on these bigb (owr IS per_ cent) ill Hungary, Roumania 
bonds and the yield on Gowrnment securities was and Poland. 
3-7 per cent ui that year. as compared with 1-4 per The above paragraphs have shown that in many 
cent in I929 - a reflection of the depressed state - countrit'S there was a fairly steady dt>cline in 
of the private capital market. ' (liscount and interest rates from I929 to I933, _ 

In I93J, long-term interest rates fell in nil \\ith an interruption duriilg the financial crisis. 
oountries included in Table XII except the Short-money ratt.>s fl·ll much more than long-term· 
Argmtine. France, Belgium, Switu-rland and rates, and industrial bonds reacted more slowly 
Roumania. In France, the persistence · of than Government bouds. The experience df the 
budgetary deficits coincided \\ith a slowing-up ·of Unitld Kingdom, where the cheap-money policy 
the accumulation of deposits in the Caisse natiooale was most continuous and successful, is summarised 
and O.i s ordinaires d'epargne, which constitute in the folloV.ing statement : ·. 
an important element in the market for Government 

Average A•-nage .rate Average rate Averag~ l"'t&te 
Average paid by all oo new issues on new issut"S 
bank rate l moolba' bill 

Goverument of industrial of preference r1.tc bonmoers debt'ntures shares 

% -~ % % % 
11)29 . . . . . . . . . . . S-50 . 5-27 5·07 6.10 ' 6.58 
19JO . . . . . . . . . . . 3-42 2.61 S-43 S-!J6 6.oo 
1931 - . . . . . . . . . . 3-93 3-SS 5-00 6.33 6.so 
19J2 . . . . . . . . . . . ·3-00 1.84 3-72 S-44 6.32 
I93J . . . . . . . . . . . 2.00 0.6<} - . J-14 4-58 s.2B 

Soorc:e: EcMwmi.t, February 3rd, 1934-- · 

In 1932 aud 1933. short-term money rat.~ broke 
l!WllY from their customary level of % to Yz per 
cent below bank rate. The rate on Government 
bomnoing impr-oved most noticeably during 1')3:1 
and the impr-ovement continued in 19J3· The 
yield on new issues llf industrial debentures alsu 
dtdaed quite sharply ill 1932, and the improvemcn\ 

ill 1933 was equally marked. Preference sllilres · · 
did not benefit appreciably until the latter year, 
when the average rate on new issues fell b}' slightly, 
more than I per cent. Average rates on new 
issues of both industrial debentures and prl'fcn•nce . 
shares were about I Yz per cent lower in I933 than 
~~2~ -

Commereial Bank Proll&l during &he Depreuloo. 

The conditions which have been described in the 
pr-tading &ectiom of this introouction could not 
fail to reduce the pr-ofitability of commercial 
ba.nkin« during the past few years. The contraction 
~the total volume of credit outstanding llllturally 
mvolved a reduction in the banks' grOI'& incomcl. 
)L-A'eover, thi& contraction wu generaDy greatl!!lt 
WI' commercial loam and advances, on which 

average earnings are higher than on such types of 
as.'let as Government securities and Treasury bills, 
whicll were better maintained. With the fall in 
prices and the !fepressed condition of industry, the 
value, of certain assets fell heavily, and the banks 
were obliged to devote a large proportion of their 
gross profits to writing down the book value of 
1uch assets, and frequently to make ~roads on 
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rrserve lund, and capital lor this pur po~c. In 
most countries, banks met serious difficulties in 
reducing their ordinary expenses in proportion to 
the decline in their earnings. 

The diffi~ultics encountered in securing complete 
profit-and-loss statistics for commercial banks and 
in adapting them to a common form were set out 
in the last edition of this memorwdum.l Although 
the absolute ligures shown in the profit-and-loss 
summaries given for the individual countries 
are seldom strictly comparable, 1 certain broad 
conclusions may be dr:twn from the changes which 
have taken place during the period under review 
in the ratios of the published expense and depre• 
ciation accounts to gross profits, and in the 
ratios of published gross profits and of net profits• 
to banking capital. • These ratios are summarised 
in Tables XIII and XIV below. 

The joint-stock banks of the United Kingdom, 
the French deposit banks and the banks of Australia 
and New Zealand do not disclose their expense and 
depreciation accounts ; they are therefore omitted 
from Table XIII, and only the ratio between 
their net profits and banking capital is shown in 
Table XIV. An examination of the former table 
shows that, in many countries, expenses have 
absorbed an increasing share of' gross profits in 
recent years. The rise in the relative importance 
of expenses is ,most striking in the case of the 
Austrian banks in 1931 and 1932. 6 In Latvia, 
Italy and France (investment banks), the ratio of 
expenses to gross profits also rose very sharply in 
1931 and 1932. In the four countries mentioned 
and in Germany, expenses constituted more than 
two-thirds of gross profits in 1932. In most other 
countries, the increase in the relative importance 
of expenses was smaller and less regular in recent 
~·ears than in the first four mentioned, and the 
banks of Denmark and Sweden were able to reduce 
their expenses as much as, or more than in 
proportion to, the decline in their gross profits in 
both 1931 and 1932. 

Perhaps the most striking feature of Table XIII 

is'the increase in the importance of the depreciation 
accounts in recent years. The amounts written 
off the assets of the Viennese banks, including tire 
Creditanstalt, in 1931 and 1932 exceeded their 
gross profits eight-fold. In Germany, Norway and 
Czechoslovakia, off-\Hitings exceeded gross profrts 
in 1931. In Sweden, where the commercial 
banking position was still comparatively favourable 
in 1931, they exceeded gross profits in 1932 when 
certain banks were heavily affected by the failure 
of the Kreuger concern. The banks of most other 
countries effected their principal amortisations in 
1931. The favourable ratios shown for France 
(investment banks only) and Italy in 1931 and 
1932 are more apparent than real. The commercial 
banks of Italy were able to sell most of their 
frozen assets at their nominal value to official 
liquidation institutes ; and in France the Treasury 
likewise assumed a large part of the losses suffered 
by one of the large banks here considered. Certain 
French deposit banks (which are not included in 
this table) were seriously affected by the financial 
crisis of 1931. In certain other countries, notably 
in Germany and Austria, the writing-down of bank 
assets was also largely achieved through the 
financial assistance of the State. Details are given 
in the individual chapters and in the next section 
of this introduction. 

The commercial banks of the majority of 
countries included in Table XIII suffered a net 
loss in 1931 andfor 1932. The importance of 
these losses is best seen in Table XIV, which 
shows gross and net profit or loss as a percentage 
of banking capital in each year. In Germany, the 
net loss of the big Berlin banks in 1931 wiped out 
their entire capital, reserve funds and accumulated 
profits, and a further net Joss, amounting to 15 per 
cent, of banking capital, was made in 1932. In 
Austria, over a third of the own funds of the 
banks other than the Creditanstalt was lost in 
1931, and in 1932losses exceeded aggregate capital, 
reserves, etc. 1 The capital of the Czecho~lovak, 
Danish, Dutch, Finnish, French and Norwegian 

I See Jllemot'tJICdNnl Oft com ... orciol BaNAs, I9IJ-I929, pages ss. 36. 
1 Reference should be made in all cas<'S to the detailed notes in individual chapters showing the compoeition of 

the various item§, 
1 Net profits are taken in each case as the dillerence between gross profits and the total of expenses (including 

taxes), staff allocations and depreciation accounts. 
'Banking capital is taken as the total of paid-up share capital, published reserves and balances carried forward. 
6 In 19JO, the Viennese banks - in particular, the C~itanstalt, which effected certain admi~istrative t"C''

nomies at the time of the absorption of the Boden Cre<htanstalt - were able to reduce the ratm of expenses 
to ~:ross profits, but this ratio rose very sharply in 1931 and t<l3•· Of the gross p~fits of the lour pnneipal 
Viennese banks, including the Creditanstalt, 6o per cent were absorbed by e.xpenS<8 tn 1930 and 8o per cent an 
1931-3z. The agreement between the Austrian Government and the foreign creditors provided lor a n'<luctioo 
in the expenses of the Creditanstalt, which were reduced in 1932 considerably ':"""' than the expenst'S of the othn 
Viennese banks ; it will be seen that the expenses of the latter absorbed pra<"tically the whole of gross profits an 
1932. 
- • For information relating to the looses of Uae Creditanstalt, see chapter oo Austria. , 
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TUJe xm. 
R.EUTION BETWEEN GROSS PRoFn·s, 

EXPENSES AND NET PROFITS 

OF COMMERCIAL BANKS 

OF (ERT."N COUNTRIES. 

Tahl11 XIV, · 
\ 

. YII!Lil OF BANKING CAPITAl. 

IN CERTAIN CotrNTIIlllS. 

f•l E~nws 
(61 l)oopftdation accounts 
(<) Net Profit or Leos (L} 

as pen.~nta~te o( 

~ as porttnla~ of (•) Groos Profits I Capital and R•· 
Gross Profits. (b} Net Profit or Lou (L} ""rwtl'lmamountt 

brought forward. 

• • . f•l . 
(bl • 
(<) • 
f•J • 
r•l . 
(<I • 
(•I . 
(b} • 
(<) • 

E.sloag,. •• . . .. .. . .. . .. .. .. .. (e) • 
(61. 
(<} • 
(•) . 
(6} • 
(<I • 
f•J • 
(bJ. 
(<} • 

Fillll- •.••••..•• 

F._.,. !D<-posit &nksj • • • 

• 
F~ (Dep. ad lawst. !bob) •• 

- . .. . .. . . ~ 

. f•l . 
r•l . 
(<} ' • 

. f•l. 
(6} • 
(c) • 
(•). 
r•J • 
(<) • 

c.-:.. ......... . . .. . . ,., . 
(I>} • 
(<) • 
(•J • 
(I>) • 

lui" .. • - .. . 

Ldrio ••• . .. . .. . .. 

Set~loe.,d<l;aa•w:lh5. • • • • • • • • 

(<) • 
(•). 
(b). 
(<} • 
(iJ) • 
(I>} • 
(<) • 

. . . . f•l . 
(b) • 
(c) • 

Pulud .• .. . .. . .. ... . . • • . • f•l . 

~-- .. .. .. .. . .. .. .. . . . 
. . . 

Eagi•...t uw:l Wales • .. .. .. . .. .. .. 

t;c,dJ8d •••• .. .. .. .. .. .. .. .. .. 

lr>!laed. • • • • 

(b). 
(<) • 
(tl). 
(b). 
(<) • 
f•J. 
(b) • 
(<I • 
(•J • 
(bl. 
(c) .• 
(•) . 
{b) • 
(e) • 
(•) . 
(b) • 
(e) • ,., . 
(b). 
(e) • 
(e) • 
(b} • 
(e} • 

73-7 
0.3 

ao.o 
70-1 
3·4. 

... I 

]8.6 
•09·9 

Lr.,.o 

"·3 • ,.a 
28-9 
,..6 
a.a 

37-1 

49·2 .... 
45-4 

8z.6 
1.6 

IJ.O 

71-3 
0.5 

19-1. 
71·] 

a.6 
14-7 . 
43·9 
r8.a 
36-9 ,,.a 
•7-9 
16.] 

48-s 
14-0 
37·3 

47-6, 
4-3 

47·1 

64-• 6].7 
•·3 1-3 

]2-7 34-4 
61.2 6o.• 
1].6 . 17-2 
2.5-2 22.6 

49·3 46-1 
20-J 21-:J 

. 28-5 29-9 
42.0 4').8 
,.,_. 20.6 

. Ln-8 29-6 
94-2 Is.• 
ua - 7-6 

LJI.- 1·•· 
47·5 46.4 
2.J.J 12-J 
2119 ..... , 
4'1·9 48.1 
II.J 6.5 
]~.8 45·4 

• 

51-2 
17-7 
31-1 

lf)]t IQ3l 

69-6 
0.2 . 

21-3. 
75-1 

75-8 
1,0.9 

LlfO.Z 
86.r 

toS.s 
L95.o 

4]-1 
65·9 

Lto.z 
J63 
34·4 

9-4 

•. a 
""-3 .., .. . .... 
33·4 
54·3 
34·3 
11-4 

51-1 
r6.r 

. ]2-6 

47-5 
63-3 

. Lrz.J 

. 77.8 , 
9-6 
"-9 

70-9 
1-3 

27.0 
6o.a 
40.9 
Lz.z 
48.7 .... 
27·5 
49-2 
20-4 
30·4 
59-7 
]0.0 ... , 
49·' 
24-7 ., .. 
41J.6 

6.o ...... 

. . 

74-4 
1-4 

2].6 

76-• 
n.a 

LSf.O , ... 
45-7 
LJ-1 
53-3 

142-4 
L9J.1 

.... , 
36.4 
r8.8 

• 49-& 
25-4 
24-7 

. . 

5•·7 H-7 
22.0 3~-4 
.,., 5·9 . . 
. . 

.... 

J8.~ 
:n.6 
38.r 
... 

~~ .. 
(b) •. 

(11} • 
(b) • 

(•I . 
(~} . 
f•J . 
(b) • 

5•-• f•J • 
27-4 (b) • 
20o4 

• 
6f1.6 

5·5 
' 11-~ 

je)., 
40-Q 

L•s-6 

78-9 
1-4 

19. 
91-t 
48.6 

LfO . .f 
51.6 
32.6 
1].3 
52-6 
21.9 ... , 
... 
4B 

146.0 
Ut6 
. 51-3 

]6-5 
11-9 

(•) . 
(&}: 

(•J • 
(b} • 

(•) . 
(b} • 

(•J • 
(b} • 

(11} • 
(b) • 

(11} • 
(b) • 

(e) • 
(b} • 

(11} • 
(b)'. 

(11) • 
(b}. 

(•) . 
(b) • 

(•) . 
{b) • 

(•J • 
(b). 

(11) • 
(b) • 

(a{. 
(b) • 

54·2 (G) • 
• 6n fbJ • 

Lt7.7 
f•J ; 
(b) • 

41.0 a8.o 
8.1 , .• 

J4·~' 27-2 
8.] 6.7 

42·7 4Q.8 
••.• 8.1 

.•. , 
ro.8 

10.1 e.a 
·~-6 
··4 

9·6 9·3 

,.8 , •. a 
7·5 7-0 

29.1 I~.J 

9·5 ·-7 
37-5 27.6 
9·5 6.a 

17.1 zo.J 
4-9 6.1 

r6.a r6.2 
· Lt.z •·• 

,._, ·~·3 

Lzg.g S·• 

17.6 r8.6 
5·1 7·5 

16.2 15.0 
6.J 6.8 

. 
s.s 8 .• 

7·5 7-7 

. 
9·9 8.6 

. 
7·5 6.8 

1 

rnt>-f932. ~ lk Ctedi~M~Ca~t. Tbe COIDplete ~~ IDdudlnf thia lnotltutloo f.- Table XIII were 1 

1930 : f•J 6o.4 %, (6) 143·5 ,..,. (e) Lu6.1%. 
I9JI•J2 : (tl) So.~%. (6) ...,. •• ,., f•J Ut1.6 %· 

.,. c n •• , ...... - pablioW ....... ~- -le for tile two ,. .... If! I and ,,, •. 

1].6 , .. 

40.5 
4·6 

tfi .• 
8.6 

. 
'·• 

1].] 
JO.I 

8.1 

50·4 .., 

2]-3 
6.] 

••. o 

•·' 
r6.~ ,.o 
45·3 
...6 

' 
17-9 
4·5 

14-A 6., 

7·3 . . 
•. , 

iq.l 
7·4 

.... , , •• 6 
LJf.f LtJ6.o 

24 8 ... . 

'·'·'·' .. .. 
Jf).l Z0·1 

L1.9 7·7 

4•·• ... 
4-1 ••• 

.,.. •3·4 
.Lr.6 4·8 

Ls.J 

66.4 
Lul.z 

19·4 
... 6. 

r8.6 
Lro.1 

t6.o 
Lo.s 

:zo.t 
Ltp.J 
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hanks was also impaired by losses in I<J31. The 
Latvian banks suffered a net Joss in each year 
since 1930,andSwedcn (for reasons indicated above) 
and the United States of America in 1932. 

The yield of banking capital appears to have 
been better maintained in the British Isles than 
elsewhere. In England and Wales, it was reduced 
from 8.2 per cent in 1929 to 6.9 per cent in 1932 ; 

in Scotland and Ireland, th~ reduction was rn·n 
smaller. 

The reduced profttability of banking is natur«lly 
reflected in the prices of bank shares. It is of 
interest to compare their trend in recent years 
with that of industrial shares ; this comparbon is 
made in Table XV below. 

Table XV. 

' I 

butcEs ur !'HILEs <>F HA:-~K SHAHEs A:-~u J);D!'sTHIAL SHAREs 

IN CE!UAIN CouNTRIES, 1<)30-193.1· 

' 

B I . ) Banks _ . -
e gtum Industrial . . 

) Banks ... . 
Canada IndustriaL - . 

) Banks ... 
Denmark J d t . 1 . nusna. . . 

r ) Banks ... 
• ranee I d t . 1 n us na . - . . 

. ) Banks. . . 
Germany I d t . 1 .nusna. 

~Banks ... 
Netherlands Industrial. . 

ll 1. 2 ) Banks 3 
• . 

· "· Industrial. . . 
1 l Banks t . 

U.S.A. Industrial 

) Banks .. 
Sweden I d t . 1 n us na 

) Banks ... 
Switzerland Industrial . 

. 

• No quotation. 
I ]I.Xt1.1928- 100. 
• 1-lanks and diacount companies. 
' New York bank aharea. 

VI. 
1930 

66 
72 

85 
62 

93 
92 

89 
85 

RS 
86 

94 
73 

92 
75 

67 
77 

104 
go 

gS 
8g 

(192')=100.) 

XII. I VI I XII. 

I 
\'I. XII. 

1930 1931 ' 1931 1932 1932 
-

55 47 36 30 35 
55 52 35 29 36 

So 72 6q 45 so 
45 34 28 18 22 

96 92 75 70 78 
go 88 81 71 74 

76· 73 46 47 54 
66 62 41 44 47 

74 66 1 35 35 
62 53 1 36 47 

1>3 82 s6 47 57 
51 43 30 21 30 

fJ7 89 68 82 96 
64 56 49 45 57 

43 3S 21 14 23 
55 47 l') IS 24 

IOI 93 70 so 53 
So 73 .ji-1 JI 35 

g6 97 6r 49 6t 

75 77 so 45 54 

VI. XII. 
1933 1933 

35 35 
35 29 

54 47 
39 40 

91 !01 
85 go 

52 so 
.jl> 43 

37 ... 
56 52 

66 s~> 

33 32 

(j(J 1•4 
63 70 

21 r-~ 
.j2 43 

53 s8 
39 Jl) 

6o 6o 
68 66 
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Stalfl lulflrnnUou In t:omml'rtlial Banking. 

The \"l'~ since 1929 have witnessed in most 
('oUts of the 11'\Xld a notable e:"i:teJISion of the role 
of the State in the field of banking. This extension 
has take.n se" -eral forms : direct financial assistance 
bas been granted by Governments to banks to 
enable them to write oft losses and improve their 
li<fUidity; legislation has been. passed setting aside 
or changing past contracts ; legislation has been 
~ directly controlling the activities of 
oommen:ial banks ; and, finally, new central 
banking institutions have been set up in several 
countries. 

The granting of direct Government assistance to 
oommercial banks has been a particularly marked 
feature of the recent banking evolution in Central
European States. Reference has been made above 
to the fact that- in view of the irnmobilisation of 
their assets in the course of the depression -..the 
c:omrnercial banks in several of these countries 
had extensive recourse to the central banks in 
CJODDeCtion with the financial crisis of 1931. 
Ultimately,. the State· took over from the central 
banks or directly from the commercial banks assets 
which could not he liquidated. In Aastritl, for 
example, the Government contributed substantial 
amounts to cover the losses of the Creditanstalt 
and provide that institution with new capital. By 
a.n ammgement reached in January 1933, the 
State became, along with the foreign creditors, the 
joint OWDel" of the Creditanstalt. It took over 
from the Austrian National Bank all finance 
bills (571 million schillings) discounted for the 
Creditanstalt in the summer of 1931, and gave its 
own bonds in exchange. The Austrian Government 
also assisted in the re-organisation of the other 
VldDw:se banks through contributions to the · 
Crnellschaft fiir Revision und Treuhlindige 
V«waltung ; this trust company purchased frozen 
bank U6ets and took •P new capital stock issued 
by banks. 

The part played by the Germ4tJ State in the 
banking re-organisation of that country is described 
in detail in the chapter on Germany. 'The 
Government c:nntriboted over 400 million RM. to 
the institutions amalgamating into the new 

• Dreldner' Bank in order to enable them to write 
off bad a.Hets. In exchange for iu contributions, 
it received lhares in the recorurtructed bank of a 
-inal value of 152 millionRM. The Reich also 

'. 
contributed considcra ble funds to the reconstructed 
Commerz- und Privat-Bank. Additional funds 
were supplied to that bank by the Golddiskont 
Bank (a subsidiary of the Reichsbank), which ' 
further contributed a great proportion of the fresh 
capital required by the Deutsche Bank. The 
Reich and the Under helped in common in the 
reconstruction of various provincial institutions. 

As a result of these measures, the Reich held, 
directly or indirectly, at the beginning of 1934, 
(according to a statement by the President of the. 
Rcichsbank), over 70 per cent of the capital of all 
German banks with a share capital exceeding 
I<' · million RM. Of the big Berlin banks, 
the Berliner Handelsgesellschaft alone remained 
entirely privately owned. 

In Roum4tJia, the State used resources obtained 
as a result of the Stabilisation Law of 1929 to 
relieve the National Bank, of frozen assets and to 
support directly banks and other enterprises. In 
addition, it relieved by other means a Roumanian 
banking group of its share-holdings in a large 
petrol concern. In Estortia, help was given by 
the Government to the joint-stock banks through 
the National Mortgage Bank, and in Polaflll the 
Treasury granted certain assistance to financial 
institutions through the intermediary of the 
National Economic Bank. 

In Italy, the commercial banks were enabled to 
realise their frozen industrial advances through a ' 
special liquidation institute, the Societa Finanziaria 
Industriale Italiana. This institute secures its 
funds by borrowing from the Istituto Mobiliare 
Italiano, which is authorised to issue State
guaranteed debentures. At the end of 1932, 
the Government established the Istituto per Ia 
Reconstructione Industriale to aid in the long
term financing of industry and in the unfreezing 
of credit. For the latter purpose, an annual 
Government subsidy is granted and the Institute 
is authorised to issue bonds ; these funds are used 
to purchase frozen assets from commercial banks 
and other credit institutes. 

In Western and Northern Europe, too, the State 
has granted important assistance to commercial 
banks. In FratJCe, for example, the Treasury 
advanced large sums in 1931-32 to prevent the 
failure of the Banque ~'Aisace et Lorraine and the 
Bmque Nationale de Credit. The total financial 
assistance extended by the State in this connection 
amounted to almost 3.2 milliard francs. ·In 
Switzerlaflll.' the Federal Government established 
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in the summer of 1932 a Caisse des PrHs, with a 
guarantee fund of 100 million francs, to make 
advances to banks against illiquid assets. In 1933, 
it took up share capital of 100 million francs (of 
which 25 per cent paid up immediately) in the 
Banque Populaire ~uisse and made ·substantial 
contributions to other banks to enable them to 
write off assets. In Sweden, the Treasury came to 
the assistance, in 1932, of the Skandinaviska 
Kreditaktiebolaget and certain other institutions 
affected by the Kreuger failure. 

Direct State intervention has been a very 
striking feature of the banking history of the 
United States of America during the past few years. 
AssL~tance has been granted chiefly through the 
instrumentality of the Reconstruction Finance 
Corporation, a Governmental institute established 
in February 1932. The Corporation has a capital 
of Ssoo million subscribed by the Treasury 
and, in addition, it is authorised to issue bonds 
unconditionally guaranteed by the United States 
Government up to an amount of almost $4,000 
million. Between the date of its establishment and 
the end of 1933, the Corporation made cash 
advances aggregating some $4,500 million. Of its 
total loans and subscriptions, about $2,000 mil· 
lion remained outstanding at the end of 1933. 
In the course of 1932, it made loans of $850 million 
to s.6oo banking institutions, including 535 closed 
banks in the hands of receivers, and in 1933 it 
made further loans to banks amounting to 
$1,000 million. Of its loans to banks, some 
S7oo million were outstanding at the end of 1933. 

In the last quarter of 1933, the Reconstruction 
Finance Corporation adopted the policy of buying 
preferred stock and capital notes in commercial 
hanks. By the end of 1933. the Reconstruction 
Finance Corporation had authorised purchases of 
preferred stock amounting to $825 million in 
over 4.500 American banking institutions. lllany 
of the banks selling the Corporation their preferred 
stock had no need for the additional funds thus 
secured ; to them the Corporation offered - until 
the middle of January 1934 -- its own short-term 
debentures bearing interest at 2-3 per cent. 

Legislation alfecting Past Contracts. 

State intervention in commercial banking during 
the past few years has also taken the form of the 
enactment of laws setting aside or altering past 
contracts. The declaration of banking moratoria 
dispensed the banks of many countries of their 
obligation to repay depositors without suffering 

_J._. --- ----

the legal consequences of such default. Reference 
may be made to the individual chapters for details 
regarding these moratoria ; . in Germany and 
Hungary, a three-days banking holiday was 
declared in July 1931, and withdrawals were 
subsequently limited to fixed proportions of 
deposits ; similar restrictions were imposed in 
certain other European and in some Latin-American 
States ; in the United States of America, partial 
or complete banking holidays were declared in 
all the forty-eight States during the crisis of 
February-March 1933 and culminated in the 
declaration of a national banking moratorium on 
March 4th, 1933. 

Exchange restrictions, standstill agreements 
and transfer moratoria have all resulted in 
the temporary waiving of certain contractual 
obligations of commercial banks ; in certain cases 
other obligations have been substituted - e.g., 
banks have been required to surrender to the 
central monetary authority their gold and devisen 
holdings at· fixed prices, to pay specified sums into 
blocked accounts with the central banks, etc. It 
is not possible to review here all the measures 
taken to protect currencies, but special reference 
may be made to certain laws which directly changed 
the content and tenor of commercial banks' 
contracts with their depositors. 

After the stabilisation of the drachma in 1929, 
the commercial banks of Greece continued the 
practice of accepting deposits and making loans 
expressed in foreign currencies. Greece abandoned 
the gold standard on April 24th, 1932 ; on July 
29th, 1932, a law was passed under which domestic 
debts of all kinds, including bank deposits, 
contracted in terms of foreign exchange before 
the abandonment of gold were converted to a 
drachma basis at the rate of 100 drachm~ = Sr. 1 . 

The .commercial banks of Brazil had also 
habitually accepted deposits expressed in foreign 
currencies ; a decree issued in that country on 
April 25th, 1932, provided that all current account 
deposits in foreign currencies made in national 
banking establishments should be immediately 
converted into domestic currency at the prevailing 
rates of exchange. 

The Hungarian Gold-Pengo Law, passed in the 
summer of 1931, was, in a _sense, the opposite of the 
two laws last mentioned ; it attached a gold clause 
to bank deposits made in the national currency. 
The law was designed to put a stop to runs on banks 
resulting from fear of depreciation of the pengi\. 
It defined the gold content of the pengii, in which 

1 Tb• par rate was 77 drachma> nnd the rate at tbe end of July 19J2 about 150 dra.cbm., to the dollar. 
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biUlk ~posits became payable, but provided that 
liDW furt4er' notice one paper peng<l should be 
~...d as equi'l;aleut to one guld pengo. . 

Past contracts ha\-e been affected not only by 
measures t-.l.ken for the protection of national cur
rencies. but also by legislative measures taken for 
the relief of debtors. It is not necessary in this 
~lion to refer to the voluntary and forced 

• conwrsioos of Government loans which have taken 
place in certain countries, and have affected the 
position of commercial banks and other holders of 
W'1.'51llllellt stock. Brief reference need only be 
made to t1ro or three e.'Gllllples of legislation 
affecting pri\-ate debtors.. This legislation has 
been common in the agricultural States, which 
suffered most severely from the fall in prices. In 
HWJgal}'. for example, various temporary measures 
.-ere passed in the swnmer of 193:1 and subsequently 
to pre'l.-ent the foreclosure of agricultural debtors 
foc default, and to reduce interest rates, etc. · In 
Octobe£ :1933. a decree was passed regulating for a 
period of two years beginningJanuaryist, :1934. the 
position of internal agricultural debts, short
and long-term. and permanently relieving certain 
categories of the most heavily encumbered small 
OWDelS of a poction of their debt. The bulk of the 
charges resulting from the application of this law 
will be met by the State ; for this purpose, the 
statutes of the National Bank have been altered to 
enable it to lend :roo million pengo to the 
Government, to be repaid within the next ten 
years. 

A Law on Conven;ion of Debts passed in 
Ruwnania in April :1932 provided that .debtors 
could not be forced into liquidation for non
payment of debt ; the capital of certain cla:sses of 
debt was to be reduced and the State undertook 
to make good losses sufiered by the Rural Credit 
Society, the Central CcHJperative Bank. commercial 
banks, etc., through the application of this law. 
The law was partly suspended in October :1932. 
lbuy banks, particularly the smaller institutions, 
have taken advantage of the new Law on Judicial 
Liquidation of Commercial Debts, passed in 
Octot- 1932, which provided for the compulsory 
wmposition of debts in certain circumstances if a 
minimum of 40 per cent was ofiered to a-editors. 

In Bulgaria, a Law on Relid to Debtors and 
Rek.htlitation of Credit was passed on December 
315t, 1933- This law, which is applicable to debts 
cootracted hebe 1931, gives relief to agriculturists, 
tradelmen and artKan.'l, provided their a!!Sets are 
n<.Jt le!ooi than 50 per cent of their liabilities, and to 
JIUIIm. of liberal proft:Y-~ions, workers, etc. without 
limit..tioo. B-•nka are not subject to the ~ovisiona 

of tl1e measure. An official Caisse d'amortisse· 
ment is to take over certain debts and to pay 
creditors with its own bondS, guaranteed by the 
State. The State is to make certain contributions 
to the Agricultural Bank and to the Central 
Co-operative Bank (People's Banks) to enable them 
to grant direct relief to their debtors ; no such 
provision is made for ~e commercial banks. 

Legislatillft ,CilftlroUing Commercial Banks, · 

The detailed chapters which follow summarise 
most of the important legislation controlling the 
business of commercial banks which has been passed 
since the. last issue of this memorandum. Far
reaching changes have been introduced in certain 
European countries. In Bulgaria, the commercial 
banks were not subjected to any special regulations • 
apart from . the law on . companies, until the. 
enactment of· the Law for the Protection of 
Depositors at the beginning of :1931. This Ia w 
lays down minimum capital requirements of joint
stock banks, ·provides that their sight deposits 
shall not exceed their unimpaired paid-up capital 
and reserve funds and fixes minimum ratios of 
cash and commercial paper to be held against 

·deposits. The C:~eclwslovall Banking Law of April 
24th, 'l9J2, changes and supplements in important 
respects the law of :1924- · It is chiefly concerned 
with widening the scope of the Spt>eial and General 
Guarantee Funds, the first of which is to help the 
banks cover losses suffered " as a result of special 
post-war conditions", and the second to protect' 
depositors against loss. Under the new law, the 
Government may force the banks to change their 
interest rates where these " do not correspond to 
the economic conditions of the country". 
Minimum eapital requirements are raised and the 
responsibilities of directors increased. The F inflisl• 
Banking Law of March 17th, 1933, replaces the 
laws of 1886 and 1901. It lays down minimum 
cash ratios and limits the banks' participation in 
industry. Banks are expressly prohibited from 
islsuing bearer bonds. A Supplementary Law on 
Bank Inspection passed on the same date 
&trengthens the official supervision of joint-stock 
banks and provides for more detailed information · 
to be given· in the obligatory returns submitted 
regularly by the banks to the banking inspectorate. 

Of other recent banking legil;Iation, special
reference may be made to the modifications of the 
Swedish banking law which were passed in June 
1933 and became eftcctive in February 1934· New 
restrictions are imposed on the granting of credits . 
dt:stiru:d . for speculative purpq~cs ; . banks are . 
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forbidden to hold their own shares. The new law 
also strengthens the supervisory powers of the 
State. In Switzerland, a banking law was 
introduced in March 1933, but has not been finally 
eimcted at the time of writing. It provides for the 
annual audit of all bank balance-sheets by specially 
designated bodies ; for more detailed balance
sheets; for a control by theNationalBank of banks' 
loans abroad and foreign capital issues of an amount 
exceeding 10 million francs ; for the special 
protection of savings deposits . and for the 
establishment of a Federal Supervisory Commission 
for Banks. A special Commission of Enquiry hls 
been considering the question of the reform of the 
German banking system for some time, but it has 
not yet submitted its report and no legislation has • 
been introduced. 

Several Latin-American States have revised 
their banking laws in recent years. A very 
comprehensive banking law was introduced in 
Peru in May 193r. This law provides for the 

·establishment of an Inspectorate of Banks, to 
which the banks are required to submit regular 
ret urns on a speci tied form. It Ia ys down rules for 
the establbhment of joint-stock banks, imposes on 
them minimwn capital and cas)1 reserve requirencents 
and in general regulates the business of banking. 
In Chile, a law of !\larch 1932 limited sev~rely the 
amount of credit which might be granted by banks 
to directors and employees. The Banco de Mexico 
was required, by a law passed in April 1932, to give 
up its ordinary commercial banking business and 
confine itself to central banking activities ; the 
commercial banks must buy shares in the Banco 
de Mexico or maintain sight deposits with it to 
a spt>cified proportion of their own deposit liabilities. 
In June 1932, a further law was passed regulating 
the organisation and business of Mexican " credit 
institutions " and extending the powers of 
supervision and control exercised by the National 
Ranking Commission. 

In the United States of America, many important 
changes were introduced in the Glass Banking Act 
of Jw1C 1933· This measure is primarily designed 
to restrict the use of commercial bank credit for 
speculative purposes and to ensure depositors 
against loss through bank failures, etc. Towards 
th~ first end, member banks are required to divorce 
their security affiliates ; and restrictions are placed 
on the granting of security loans to brokers and 
others. The deposits of banks buying stock in the 
Federal Deposit Insurance Corporation are ensured, 
after July Ist, 1934. in proportions ranging from 
50 to too per cent. according to the size of the 

. deposit. After July 1st, 1936, all stock-holding 
banks must be members of the Federal Reserve 
System. Other sectionsof the Ia w extend somewhat 
the authority of national banks to open branches 
and prohibit member banks from paying intcre't 
on demand deposits and from waiving requirement 
of notice before payment of time and savings 
accounts. 

Growth of Central Banking. 

During the past few years, new central banks 
have been projected or established, and existing 
institutions have been strengthened in their central 
banking functions, in several countries. This 
development has been particularly marked in 
Latin America and in the British Dominions. In 
Mexico, Bolivia and Brazil, banks which formerly 
carried on both central and commercial banking 
business have increasingly concentrated on the 
former. In the Argentine, the rediscount operations ' 
of both the Banco de Ia Nacion Argentina, a State 
institution carrying on chiefly commercial banking 
business, and the official Caja de Conversion, which 
is primarily responsible for the note-issue, have 
been developed in recent years. Proposals have 
been made for the establishmenr of a central bank 
to take over all the central banking functions 
performed by these two institutions. 

In Australia, the central banking functions of 
the Commonwealth Bank have been increasingly 
developed in recent years. Since 1931, this bank 
has centralised foreign exchange operations, an<l 
has assisted in a programme of credit expansion 
for State purposes by discounting Treasury hills. 
Moreover, the ordinary . banks have held an 
increasing proportion of their cash reserves in the 
form of deposits with the Commonwealth Bank ancl 
notes issued by that institution. 

In .Yea• Zealand, an Act of Parliament was passt'U 
in November 1933, providing for the establishment 
of a Reserve Bank. The commeHial banks are 
to lose their right of note issue, and have bet'll 
required to turn over to the new Reserve Bank 
their gold holdings at their nominal price. Tlw 

·Reserve Bank is to begin funttioning on August ISt. 
1934. On February 16th, 1934, the Re~erw 
Bank Bill of India was passed by Council-in-State ; 
the Imperial Bank is to be relieved of its central 
banking functions when the new institution is 
established. In Canada, the Royal (::llacmillan) 
Commission on Finance and Industry, whil'h 
reported in the latter part of 1933, recomnwndt'd 
thi:' establishnwnt of a central bank. A Bill to thi ... 
t>nd was introduced in Parliament in F~bruary IQJ+ 
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~••ap. ~· . 7J 100 103 91 •• ~·· 
. . . • • . . . & • IZ4 100 102 ?4 84 Vf'IVZUrla . • b. '· . ... t •. . 

JOO 101 94 114 72 IOQ. 48 (•7 70 

~· . .. r ... IOI 70 6o 
A1111.t. s ... ..- ·. . . ••• •• 100 116 64 sa India r· . . . • ( .. 31 IC.O roo 67 

. . . . • b • . . . . 
59 •• 100 100 tU] '11 ..... ' 



Country 

ASIA ( ccmtmue4) : 

Japan •.•• ·r 
(Clearing-House b. 
Member banks) e. 

SoUTH AFRICA and 
OCEANIA I 

t Union of South b. 
Afrir.a • ••.. e. 

Union of Soatbt 
Africa •• ... b. 

e. 

!4. Australia u . • b. 

•• 

Country 

EUROPE: 

Austria 14. • b • 

Belgium .. )4 . 
• b • 

Czechoslovakia ·l: : 
Denmark ·l~ 
Estonia • ·l~ . . 
Finland • . . )4 . b 

France . • . . )" . 
(Deposit banks) b • 

France (lnvest·~A . 
ment banks) . b . 

France •.• "\ 
(Depoeit and In-~~ · 

vestment banks) · 
Germany 1 • . )• . 

(All banks) b • 

Germany 1 • • ·)A . 
(Big Berlin .bank•) b • 

Greece . . )• . • b • 

Italy . ·)a'. 
(All banks) b • 

Italy • ·)4 •. 
!AU banks) . b . 

Latvia ·): 
Nt'therlanrls . . ): 
Norway . ·I: 
Poland . ·I: 
Pnrtugal ·l~ 
Spain. ·): 
Sweden ·): 
Switzerland )4 . 

• b '· 

United Kingdom and 
lriah Free State : 

England& Walej4 
(I o London b ' 
Clearing bauk&) • 

49 
1935 1909 1930 19]1 19:\2 Country 1905 1929 1930 1931 19]> --- -- --- --- --- -- --- --- --- ---

' ·F 119 100 78 ,. 81 
lo6 

New Zealand n 70 100 104 104 1o8 100 91 8o 86 89 83 
e. 100 94 '' 98 IOO 99 97 101 

89 100 97 93 98 t •• . . . Australasia II . • b. 
e. 90 100 95 98 100 

1 Novemb« returns ; depos.its and balauces due to German banks. 
109 roo 91 81 76 1 Novembec mums ; depo&ita only, 

89 100 u8 106 103 • December 6rurea ; ckPQeit• oo.Jy. 
99 100 lOS 93 90 • Deposits and balances due to German bank&, 

• CUJ'Tent accounts include cortwpoDdents. 
87 100 95 79 95 

1 Deposits only, 
68 IOO Ill 90 104 ' End of June each year. 
78 100 103 84 roo 

1 Figures b' 1925 and 1929 have beeD. CIOilverted into 101e1. 
I Deposits within the Union only. -

124 100 90 97 99 u lncludio,g deposits with brao.c.bco:s outside tbe Union. 
83 100 101 107 105 

11 End of June foUowiq: year. Deposits within the Dominioa ont,. 
96 100 97 104 101 

11 Eod o1 June foUowiQ&' year. locludioc depolltt 1ntA braDcheJ; oat:lide 
the Oomioioot.. I 

Appendix II. - COMPOSITION OF DEPOSITS. 

• Current accounts and sight deposits 
6 ou..r depooits 

1925 1909 1930 1931" 1932 

--- --- --- --- ---
93·3 82.0 82.2 . 88.0 

6.7 18.0 .,.8 12.0 

''·3 7•·5 . 75-3 75·4 
28.7 •7·S •4·7 ••. 6 

54·• s:z.r so.:z 47·7 . 
45·8 47·9 49·8 52.3 
.,.8 .,., 29.1 27.8 28-2 
72.2 7>·3 70·9 72.:1 , •. 8 

•69·3 6].2 61.9 6o.6 67·9 
*30-7 36.8 38.1 39·4 32.1 

23·7 19·9 20-:Z 22.:1 22-5 
76·3 8o.1 79·8 n.8 77-5 
96·1 §2.7 92-2 93·8 94·• 

3·3 7·3 ,.8 6.2 s.8 

67·7 57·4 64.0 64·7 70·5 
32·3 42.6 36.0 35·3 •9·5 

93·0 89.1 89.5 9'·7 9•·5 
,.o Jo.g 1o.s 8.3 7·5 

37·' 40·7 50·3 46·7 
62.9 59·3 49·7 53·3 
••. 8 45·8 s•-3 48.2 . 58·• 54·• 47·7 51.8 
6t.2 53·9 46.6 45·1 . 38.8 .6.1 53·4 54·9 

*73·0 , •. s 72-1 73-5 . 
•:z,.o 27-2 •7·9 z6.s 
*20.3 22.8 21.2 :z.:z.6 
.79·7 , .. 78.8 77·4 
yl.] 94·0 93·7 yl.b 94-2 
8.7 6.0 6.3 8.4 5·8 

54-·0 46.8 48·3 47·' 54·5 
46.0 53·• 51·7 52.9 45·5 

7·• 11-7 u.S 11.4 11·3 
92.8 88.3 88.2 88.6 88.7 

76·9 49·2 45·9 5'·4 49·8 
23-1 so.8 54·' 48.6 so.:z 

48·• 46.1 44·0 57·• 
51.8 53·9 s6.o 42-9 . 
66.6 /Jo.6 6o.7 . 
33·4 39·4 39·3 . 
:zo.o 18.9 18.8 17.2 • ,.6 
8o.o Bt.t 81.2 82.8 8•·4 

•7·9 •7·5 '5·5 17.2 17·4 
72-1 7•·5 84·S 82.8 8o.6 

s8.7 5of.·O 53·9 so.6 50·7 
41·3 46.0 46.1 49·4 49·3 

f as pen::entage of total depoRts. 

-
Country 19:15 1929 1930 19]1 19]> 

--- --- --- --- ---
NoRTH AMERICA : 

Canada . .): . .,., 30·4 .,., •9·5 24.0 . 
7•·3 6g.6 7•·3 70·5 76.0 

U.S.A. • • .. ·14 . 56.6 55·' 54·5 54·7 (All banks) b • 43·4 44·9 45·5 45·3 
U.S.A. • • • ·Ia . 59·5 56.3 55·9 54·7 s•·9 (Nationalbanks) b • 40·5 43-7 44·' 45·3 47.1 

LATIN AMERICA : 

Argentine . 14 . 35·3 30·9 3'·3 •8·4 31·3 . • b • 64·7 6g.l 68.7 , •• 6 68., 

Bolivia ·)~ 55·4 s:z.:z 5].6 52-2 , .. . 
... 6 47·8 46·4 47·8 •4·9 

Brazil. . ·I: 66.1 s8.8 49·8 58·5 6g .• 
33·9 41.2 so.2 41·5 ]0.8 

Chile • . . ·I: ·57·3 .f-0.2 38.8 44·• 57.6 
··2-7 59.8 62.2 55·8 42·4 

Colombia •. ·I: 73·3 69.0 6o.8 so.8 57·5 . 
•6·7 49·· 31.0 39·• ••·5 

Ecuador )4 . . 71·3 67.0 65·5 81.9 . . b • . •8·7 33·0 34·7 J8.t 

Mexico )• . 92-0 ao .• 75·• 70.2 83·4 . • b • 8.0 19.6 ••. 8 29.8 16.6 

Peru )4 . 44-1 51-2 45·0 48.8 5•·4 . . • b • 48.8 47.6 55·9 ss.o 51.:1 

Uruguay )4 . 48·7 47·4 46.1 ..6.0 47-1 . • b • 51·3 52.6 53·9 54·0 s•-9 
ASIA: 

Japan •.• ·\a ' 
(Clearing-House tb 27-1 22-7 :n.] '9·9 19·9 

7'·9 77·3 78.7 8o.l 8o.l Member banks) 

SOUTH AFRICA and 
0CEANJA: 

Union of South~A 55·4 50·3 43·9 4]·6 42.8 
Afric-a 21 ••• b 44·6 49·7 56.1 56.4 s; . .a 

Union of South)• ss.6 49·5 45·6 46·4 47·• 
Africa• ... b 44·4 50·5 54·4 SJ.6 52.8 

New Zealand • -~: 52·5 39·5 32-Q 31-1 32·9 
47·5 6o.5 67.1 1>8.9 67.1 

Australia • .. . ): 42.8 ]Q·S 30-9 31.1 32.1 
57·• 6o.5 6Q.I 6S.9 67.9 

1 November returns. InclUiting Nlanoes due to Genn&ll banks. 
I 1 ncludiD(t' balances due to German banks. 
I lncludina: c::ornspoudents. 
~~tsonly. 
• lncludW, tbe "'Obliptiooen"' issued by the banks. 
1 End of June eac.b year. 
1 Deposits wilhi.lll tbe Uniou. only. 
I Iodudm.g depo&.itl with branches outside the lTnloo. 
• End oi june loUow1DI ycv. Dep.-.ta with&D Lbe Domiuioo ODIJ. 

• 1 a6 9 
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ror 
Jo6 
99 

101. 

96 
JJ6 
104 

9• 

"' 104 

143 
105 

•• 104 

96 
ro6 ... 
97 
95 

"' 102 

117 
JOZ 

97 
78 ., 

r09 .. 
95 

109 
100 

Ill 

100 

Bs 
102 

97 
14r 
94 
97 
90 
97 
95 

91 
95 ., 
96 
93 

127 
91 
93 

(19>9 100) 

fountry ------

IOJ 
74 
So 

JJJ 

87 
107 
98 

IOO 
77 

I04 
IOO 

)'6 
98 
88 ... 
88 

7I 
ro3 
92 

122 

129 
93 
81 
97 
86 

132 
86 
h 
46 
59 

118 

69 
Br 
88 .. 

87 
88 
88 
86 .... 
91 

69 
86 
78 

1]6· 

79 
5S 

102 
86 

u8 
J6o 
88 
98 
73 .. 

101 .. 
96. 
33 
s6 .. , 
66 
98 
66 
86 

121 iJS 

.. 87 
6z 66 
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, .66 • 

~ ~~ ... 02 .... -1 
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6r 
66 
6s ... 
69 
49 
65 
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373 a, 
61 

.· 
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57 ,. 
57 -97 
6u 

. . 
(•· , •. 

. -~:I 
ti. 

Hun~ary. .. ·~I 
ltalv. • , • • 

(AU banks) 1 

Italy 
(All banks) • 

-~~ 
6 

! 
... 
b. ... 
4. 
•• 
1-

l:: 
·Italy • • 

(Principal 
banks) • 

•. )c. 

Italy • • 
(Principal 

banks)• 

Latvia • 

Lithuania •• 

~: { ;. 

~I 
~·-•-e. .,4. 
·-/-

~·-•• e. 

'I!: 
li. 

.. ~I 
./. 

Netberlands 

Norway ••• 

Poland .••• 

~: r;, 

I
~ 
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't/,. 

•• 
I· 

PortuaaJ • .. n 
•• 

Roumanla .•• ~: I
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·-f. 
• 1(1&6 

... , 19'9 19SD -----
JOO 69 
JOO 1,50 
zoo 1aa 
100 123 

100 122 

35 •oo 109 
37 roo lOS 
]6 100 107 

a, 100 98 

38 ~oo· 1~7 
•98 too 104 
•78 JOO 97 
•sa aoo 101 

•8r 
104 

79 
92 

70 .. 
104 

77 
99 
70 

94 
47 ,s 
S4 ... 
53 ,., 
62 
59 

3S 

55 
95 
90 
91 

l]O 

95 
12] 
141 
IJJ 
ll4 

lSI 
23 
37 
so ,. 
32 ,., 
" ,. 
59 
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49 
6o 
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67 
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Jo6 

JOJ 

lOS 

J07 
84 

103 

JOJ 

JO] 

91 
94 
93 .. , 
94 

•64 
Jl] 
U7 

97 

12] 

rot 
91 
94 

135 

97 
104 
100 
JOI 

•• 10] 
IOJ 

92 
JJO 
r02 

102 

ro2 
66 
96 
79 
93 
lo 
98 

roo 
99 
96 

99 

,a 
141 
113 

123 

"' 103 
91 
97 
96 

97 
102 

73 
87 
75 

Bs 
ro2 

53 
88 

75 a, 
122 

)'6 
100 

65 

95 
122 

54 
log 

6s 
101 

41 ,. 
47 

125 

49 
UJ 
IU 
115 

97 

113 
82 
8• •• 

146 

88 
roo 
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100 
86 
88 
97 
56 
8o 
69 
87 
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68. 
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19'15 19]0 1931 

----- ----- ----- ----- -----
b. 

Spain . ;: 

1 

... 

•• 
f. 

b. 

Sweden . ;: 

1 

.. 

•• 
f. 

Switzerland c. )
:: 

. ~: I 
f. 

United Kingdom and 

Irish Free State 'I"· . b. 
England and c. 

Wale! .•.. d. 

•• . f. 

Scotland ••• 

lr"land 

•• 
b. 
c. 
d. 
•• 
f. 

\:: 
"(~: •• f. 

b. 

1 

... 
Yug~avia . . ~~ t 

f. 

NORTH AMERICA : I"· b. 

C d I C. ana a ... d. 

•• f. 

)
:: 

U.S.A. 1 •••• ~ 

'· f. 

1 

... 
b. 
c. 

. 4. 

'· f. 

U.S.A.' • 

LATIN AIIIRICA : ~: 

M-'~ • d 
Bolivia .• ) 

.. 
b. 
c. 

• d. 

•• 
f. 

) 
.. 
b. 
c. ••• •• 
f. 

Brazil 

• 

b. 
c. 
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75 
61 
47 
66 
86 

104 
100 

8R 

99 
70 
73 
7• 
14 

73 

101 
91 
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111 
g6 

97 
83 
Bs 
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95 
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104 

6r 
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83 
11 

83 
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97 
79 
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83 
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86 

99 
78 
87 
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68 
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141 
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ros 
112 

106 

91 
98 
95 

liB 
100 

Bs 
103 
95 
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76 
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H8 
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95 
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97 
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99 

J04 
91 
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79 
86 

ll9 
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99 
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98 
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99 
JOt 
102 
JOZ 

117 

103 

73 
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II3 
86 

Bz 
145 
97 
91 

89 
ll9 
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97 
102 

99 
JOO 

us 
lOZ 

91 
87 
88 

148 

JOJ 

83 
101 
92 

'57 

95 
32 
93 
74 

zoo 
78 
76 

118 
95 

100 

roB 

101 

6o 
lOt 
96 

Ul 

97 

174 
78 
64 

197 
II8 
III 
140 

70 
So 

t63 
J6S 
rog 
592 
69 
96 

115 

ros 

64 
r86 
93 
Bz 

6z 
sr 
75 
73 

6g 
123 
91 
Br 
93 
95 
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rz6 

96 
54 
89 
78 
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157 
roz 
ros 
104 

t6J 

ro6 
z6 
94 
73 

156 
88 
75 

I,ZS 1931 19]0 

----- ----- ----- ----- -----
b. 

1 

.. 
Colombia 1 

• • • ~: 
1 

Ecuador . 

Mexiro . . 

Peru • . 

Uruguay •• 

f. 

~· 
~:: 
. ;,: I 
{ ;. 

-)I •• 
f. 

) 

... 
b. 
c. 

. d. .. 
f. 

b. 

1 

... 
Venezuela ••. ~: 

1 
f. 

ASIA: 

b. 

1 

.. 
Japan ..•.. c. 
(Clearing-House d.! 
Member hanks! ,_ 

f. 
SouTH AFRICA and 

OcEANIA : 

Union of 
Africa' 

\:: South c. 
./d. 

'· f. 

b. 
Union of 

Africa • ' 
•. 

South c. 

Australia • . 

New Zealand 1 

. ·('d. •• f. 

\ 
•. 
b. 
c. 

")~ 
{f. 

) 
•. 
b. 
c. 

• d. 

•• 
f. 

35 
49 
41 

57 

43 

59 ,,. 
us 
204 

135 

104 
8• 
9• 

75 

89 
17 
76 
75 
94 

75 

39 
6r 
s8 

97 

61 

179 
97 

llO 

60 

9• 

ss 
72 
75 
83 

r67 
77 

J03 
59 
71 
59 

roB 
69 

So 

87 
8r 

J42 
89 
90 
93 

U9 
91 

Australasia 
1

' • ·)L ,:: 
'·I a. 

t Novembel' re\urnL 
I Dec:-ember ligures. 
' Loans include DQff'eSpondr-nts. 
• Loans ncludhll eornspondents. 
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91 
s. 
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75 

103 

9• 
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93 
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99 
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81 
57 
97 

95 
101 

a End of June eacb year. . 
• Figures foe IQ2' and rq:ZQ haw bt-m oon''frled anlo ~ 
t ACCIOunts o1 odi.ces within the UoiOil ouly. 
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97 

sB 
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93 
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IZ9 
67 
86 
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226 

97 

58 
94 
94 
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H 
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1 Including aocounts of braneb• outside the Union. . 
• End of June foUowin& year. At'('()Wlb of domestte oftices. onlv. 
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84 
73 
76 

100 
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51 
88 
13 
68 

72 
66 
s. 
15 

9 
40 
10 
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Jog 
104 
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u8 

100 

94 
101 
100 

g6 

99 

57 
86 
79 

log 
133 
87 
6• 
8r 
76 

123 
Jo8 
JOt 

8g 

274 

102 

50 
87 
86 

257 
57 

101 

179 

•• End of J UM lollowina year. hdudwl M:e:Ow.a&a ol btancDfa Ot.U:ud• 
tbf' Dominions. 



..\pPfodix n·. - COMPOSITION OF CREDITS. 
c W\-W'Ull)ol'Gl ~-unt.ws 
4 Otlwc' m''f'Stmf'Qt!' and -p.t.rtidf'Al~ 

. I u percMlase of total of tbae Items. 

(:~~ ~~~ ·~~ ....... t•Ht JQjl Country 192~ 19:.19 1930 IQ,\1 1932 

--- --- -- -- -- -- --- --- --- ---
El-~'f'S::: 

\ .. 34·5 39-0 ~7·9 32-3 29·3 
Ltt,·ia . b. b3.6 58.6 58.8 01.5 62.5 

1:: 9-7 U-4 .... . 6.t ~ '/.1: I _,.ttiln& n-9 77-0 78.8 St.S ·'·9 2.4 3·3 6.2 8.2 . . . . 
~~ t 12-4 ro.6 IJ:.O . u.o ,:: I 21-7 23.8 3'·7 •5·9 23·9 

to.6 Lithuania . . 69·2 61.7 56·9 6r.6 6r.q 

.~:: l 10-2 tQ.a 22.3 21-5 '/;: t 
~-

~3-8 0].8 l'>o.] 53-4 50-4 9·1 14·5 11:-4 u.s 14-2 . . . 
~~ ab.O 17-0 20.5 24-4 zS.t 1:: I •5·7 25.6 26.6 24-0 2].8 

·~-~ 
Nt-tht>rlands. 6.1.:1 65.6 61.3 61.5 57·1 .. 43-7 39-7 32-7 Jl.J 

. 
'/~: t BulpN. \o. *(4.8 56.3 00-3 61.] 6o.5 12.1 8.8 12.1 14·5 15.1 . . • c. . . . 0-1 0.5 

'·· . . . 0.5 6.8 \:: l 24-0 25.6 •6·] 26.2 26.8 

to.S Norway 58·• 54·0 53-• 55·5 55·• , .. 10.1 lo.2 •1-1 . . . . ')<· 6.0 5.8 

c-"""-..m ~- )'9.1 76-0 74·7 73-0 ... 17·9 5·3 s.o 

·I~ ( 
. 14-4 14·7 1].0 13-1 

JO.I '3·9 IS-I 17-9 . 
)~' 

31.8 43·7 39-6 35-3 32-5 

16.5 16.9 Pol~ul. . 59·6 Sl.l ss-• ss .• 6o.t , .. 17-5 17-7 15-9 . . <-1 
o.-..mut. ••• ~- 6o.o 59-6 57-2 5s.6 s8.o ... 8.6 s-• 5·• 6.5 7·4 . 

'c. 3-8 ·-· 3-9 3·• 4-0 

f' 
,._ 

18.7 19-7 u.o 20-5 22.1 
52-1 5J.I 44-0 42·5 . 

.... *34·7 45-7 39-9 39-4 39·9 Portu~al . . 41-0 ]8.6 4"·3 48.o 

£..tODD '•· •bl-S 53-0 ss .• s8-7 57-7 

!; I 6.9 8.] 9·7 9-5 . . . . . 
I c. •r.S 1-3 1-9 1.9 •-4 . 38-3 43·8 43·4 ... 45·3 

1:: 
28.8 28-9 z6.z R•nm1ania 51.2 47·5 48.1 ~H 

34·1 21-5 . 
• c. t . 

Fir>Lmd . . . . 67-4 63.2 6].8 ]0.1 73·7 4. ro.s 8.] ' 8.~ 11.0 . 
~~ 

G.2 0.] o.3 0.4 0.5 
:J-6 2-4 3·0 3·3 4·3 r· 26.1 22-9 22.0 . 

b. 35·1> ]1.4 • , .. 72·5 6 .. ~ 6o.o 6o.2 ]O.S Spain . . ]O.C) . . 
Ft3D<r. 

. < . 24·7 20.8 z8.s . . • &. 26.5 34·8 39-2 38.8 zs .• ' 4. 13.6 rH.9 18.6 • 
(O.poutbank>J 'c. I 

. 
1.0 o.] o.8 1.0 o.S 

. 
i.. r· IQ.6 22·5 22-9 21.9 26 .• 

Swrdt>n b. 7•·8 6Q.o 67·9 6Q.] .. I ]6.~ 30·9 33·7 36.8 44-Q . . ~I 04·5 
F..-e. . 

. '·· i0-2 52.6 41>.0 H·9 •6·4 ].6 8.5 9·• 8 .• 
,,.,~ . . i~ I 9·1 

banks) • . 13·3 16.3 20.3 •8·3 28.] 

·~I! 
11-4 11·9 12.0 8.6 

F=ao •.••. a.! 6].6 s.;t%erland 81.] 80.9 8o.o 8z.6 
].] 

· I L\ep<Sl and I b. 
6o.s 57·• 57·9 68.s 83·7 

29·7 30·9 39·9 38·4 28.2 7·3 7·2 8.0 8.8 

::..-:, *"' I~ 2.6 
q.o 

2.] 2.9 3·7 3·3 Unitrd KiDgdomand , .. '3-3 20.] 18.2 
Irish F.- State : . 21.3 

~y· ... b. . 70·9 74-0 ]0.6 65.8 .. 15·4 14.6 19·7 IS.] 
I~-\!! banks. 

I~ 
. 0.2 o.3 3·0 4·9 

Endand and )b . 63.1 66.8 59·9 62.3 
2:Z.8 

. ,.6 5-4 a.. 8.o \\'ales . . . r· 17·5 1).1 17-1 18.4 46·7 , .. 28.3 •s.6 24.2 
4. 4·0 3·4 3·3 3·6 

26.9 
22.7 . 3·6 

~,.·-. . 'b. 64-1 67-5 68.] 64-5 . I•· 9·3 9·1 8.8 U.J 
(All banks) 

~~ 6-9 6.9 12.8 Scotland • b. 48·7 55·1 ,1.0 «·S 
11.7 

1·• . ')<· 3~-7 39·5 J2.2 36·4 39·0 , .. 30·5 27.8 .,., 26 .• 
4. •·5 3·0 ].8 4·2 

4H.r 

~v ... 
22.0 4·.~ 

1&: lkrlm 
. b. ~ 6].] ]0.2 71.2 65.s ) •. 4·1 2.] 14.1 14·5 

I c. 0.0 o.1 0.2 o.8 1.0 Ireland b. 49·7 ~0·4 37·5 38.2 J S·J 

~~~ks· •. , . . . ;: l 3H i.. 4-4 4·3 6.0 7-1 , •. 27.8 
46.2 46·9 .a .• 47·3 . . ,.~ 14-0 10.7 

~ ... 
c.;.,_,., .. . b. . ~ 66.2 66.~ ]0.] 1:: I 26.] ]6.2 33·9 3s.s . . /<. I . 11.2 18.3 19·~ /18.6 Yugoslavia • 6].] ~6.8 58·3 ~6.2 .. ' 'I;: ( 6.o ].0 7·8 8.o ,. I 43-7 ¢.] 47·9 49·8 4B.q 
H""4>ry. b. 4'1-3 ]0.2 49·2 47·1 4].6 NORTH AtURJCA : I . . 

·,~ f 7.0 ].I •·9 ].1 1·~ Canada ):: I 74·4 8].3 74·9 70.1 l•-t·7 . 
Iw:r 

,.. :..s·9 41.) 42-7 49·6 . ·I··~ 22.6 14·3 21-9 26.7 ,,,, 
.. .. .. .. • b. 4"·3 43·1 •.. , 36·9 

,4 . 3·0 2.4 3·2 3·2 2.8 
(.-\ll hanb1 • I'· lo a .):: 

f 
33·0 4.1 ro. IS-4 •s.a 1]., . u.s A. I ]0.8 35·0 3J.J 29·3 
39·4 36.1 ]4.0 31.6 

h..Jy 
,.. •1..4.7 56-3 ss .• 6J.s (All bank•! /;:I JO.g 10-4 Jo.a 16.6 21.,S . .,b .. • J6.J 22-7 ::1(1.2 .... , 18.3 17·2 r8.7 18.3 17.6 

fAll "-nluj' 
. 

;•·l· 
·)I I •• 1).2 21.0 21.6 18 .• . U.S.A. I 68.9 35-3 32·~ 30.2 28.2 

.• I s•.6 (l'iational 
33-7 35·9 33·0 ]0.6 

lw:r .\.: ., ... 4S-9 57·7 s6.o ban lui 
17.0 r6.6 16.3 20.4 l:l·l . . 37·7 42.7 42.2 31·9 34·5 '4·1 '4·4 15·3 16.4 J6,J 

11'~1 1;: l LATJ• AIIUIICA : 
i:.rar:lluJ. 9·7 U.J 11.9 '·• 9·5 \ .. 49·4 ••• Q 40·9 ••·9 41·' 

Italy i•·l 73-4 66t i,<J.I 7?·8 ]~., Ara:entine b. 46.6 5'·' Sl-5 so.6 ,1.5 . . . . . • b. 1)-0 rs.a 1).0 s.s t ll'nat~.S , •. , 7.o 4. 4·0 5·3 5·6 6., 7·0 
t.ar.M• • ~.' 

1).6 '*·' 1].9 "·' 13-s I·· u.o 2~-J 22·7 22., 8.6 .. ,... Jji,Jjyla • h. 68.6 53-3 ''·9 ·~·1 30.1 

t ... 19·4 :n.6 25·4 }_1.6 61.] 



.53 
Country 1925 1929 l<)JO 19JI lf}p I Country I~ 1929 1930 1931 1932 --- --- --- --- --- --- ------ ---

Am, )"j 19-Q 10.2 • 9·9 9-2 9·7 

I"· ~!.7 3K.8 
Japan . . . . . b. ,56.0 .H-0 54·5 55-5 54·3 44·4 JO. 3 42-9 (CieariO,I(·HOUSP C. ( 

Brazil b. 41-3 51.9 55-4 55-1 51.5 Member bank!>) . d. 24.1 36.8 35·6 35·3 36-0 . ·1 c. r 7-0 3·7 5·3 6.1: 5.6 SOUTH :\FRICA and d. 
•u.6 OCEA.S'IA ; 

•• 28 .• 22.6 12.2 9-9 r 26 .• 2].8 15.6 lb. 19-3 ~. •. 7 
Chile •66.0 64.2 6?-7 78-7 8o.6 Union of ~)~tt.l :: 64·4 68.8 69·3 7].8 67.6 )c. •s.6 0-9 o.8 2-4 1.9 Africa" 6.8 6.3 10.6 ro . .s 15-1 cl. •s.s 6.5 6.9 6.7 7.6 d. 2-4 J,J o.8 1.0 J.7 

I" 40.Z 48-9 47-2 41.0 30-7 t 33·0 22.2 17-7 .•. [. 13-7 
Colombia & b. 45-7 40·4 39-6 43·4 45-9 Union of ~o~t~ !: 50-8 5Q.8 sr.s 5q.8 47·9 ')c. ( q.t 10.7 1].2 15.6 23-4 Africa 7 14-2 16.8 29-6 25.1 17-1 d. d. 2.0 J_.:Z o.g, J,O 1.3 

\"' 21.9 24.8 21.7 24-3 ?I Et·uadur b. . 68.1 64-5 67.6 65.6 92.6 93·2 91.8 84.0 8J.6 

y 0.2 0.2 0.2 0.2 Australia 1 

c. ( d. 9·8 ro . .s Io.s 9·9 d. 7·4 6.8 8.2 16.o 18.4 

lj I 
15.8 36-3 37-8 21.2 25·5 

~·· 
3·1 2.0 '·5 J.Z 1.0 

Mt•_\ko. 65·4 51.3 so.o 69.2 62.9 
New Zealand 11 b. 85.8 87.6 89·9 SJ.O 75-0 

18.8 12-4 12.2 9·6 11.6 . c. 9·5 9·3 7-() •5-1 2]-4 
d. 1.6 J.J 0.7 0-7 o.6 

43-2 37-0 34-0 :zS.o 34-6 

·F:( 
8;.o 88.8 88.z 8z.9 71J·8 

P1·ru. ~b. 4•·7 46·3 40-4 59-2 53·7 . ~: I ) I ,J 2-2 Australasia • 
14.1 !6.7 Jq.6 c., u.8 11.7 9·S d. 

15-0 II..Z 17.1 zo.z 

r 0.3 ••• o.8 o.5 - ' No\·em~r returns. 

Uruguay • b. g8.5 97·9 94·9 9S·5 96.6 ' Decf'mber figures. 
. c. 0.3 0.3 I 

a Loans indud~ con~pondenl!. . • 
d. 0-9 o.6 4·3 4-0 3·4 • l..nans ~xcludinR" oorrespondmt.s. 

'End of June each yeu. 

·li ! 
6.9 II.O 13.6 13·4 ll.J • Accounts of offices within the Union only. 

Vt"nt"zuela 8o.9 8!.3 78.1 79-7 79·4 
1 Including accounts of branches outside the Union. . • End of June foUowing year. Accounts of dome-stic: office~ only . 

12.2 7-7 8.3 6.9 9·3 'End of June following year. lncludutJ acoouot:t of branc:bes out'ioide 
thf' Dominions. 

Appendix Y.- CASH RATIOS. 

• Lash~ percf'ut<r.~c of dem.tud de~lt!ll. 
b (a.,.h itnd othn it('ms of a cash natlJR' as percelltag~ of 

demand d~>posib 

c Cash as pn"otntaJt~ of total dt·~ts. 
d Lash and other items of a cash nature as percentag!: of toW deposits. .. 

Country ' 19a5 1f):Z? 19]0 19]1 11)]2 Country 1925 1929 1930 19]1 19]2 

--- --- --- --- --- --- --- --- --- ---
ElJROI-'2.: 

Fran"' .... ·r· 
I"· j.6 4·4 3·5 :z.s llW.posit and b. 19·9 •7·7 21.0 32·5 2~t 1 

Austria ''· 3·6 4·4 3·5 . •-s lnve~tmt"nt c. . i c. 3·4 3-6 2.8 2.3 banks) tl. !8.5 15.8 J 8.~ 29.8 Z.FJ 
d. 3·4 J.6 2.8 2.3 , •. , .. . Gt•rman\•. . b. 5·7 5·8 5·9 b.o 

Htlgmm h. 12.0 J 7-2 . 18.2 2].2 (All bank<! 0 (c. . . . (c . d. ••• •·3 Z-9 :.8 . 
d. ~.6 u.s 11-5 '3·7 20.5 

t 
. . 

)"' Germanv . . . . b. . . . 
BuiJtclfia 

b. tAll b~mk-;) 1 c. . . c. •5·9 J8.4 d. . 2-4 •·7 3·4 3·4 
d .1 •. .Z 10.3 14.8 21.8 22.6 

t 
. 

f 
J8.9 20-7 18.4 Gf'rmanv ••. . h. . 

Curhoslovakia b. 29-4 31·5 3'·7 23-3 (All b3nksi 1 c. . . . . . c. 10.3 10.8 9-2 d. 6.9 4-6 5·' s-8 . 
d. 9·7 16.4 15-9 II I 

r 14.0 14.0 15-0 I .f. I z6.4 Gt'nnanv. ·f 10.0 10.4 I .z.J 8., 
b. •8·5 18·9 

. 
1 >enmark . 17·9 19·7 3•·3 (Bi!it Bt>rlin c. . c. . 

3·9 3·9 4·4 3·9 7-4 hank<;) • 4. 4-2 4·8 6-3 4·' d. s.o 5·• 5·7 S·3 9·' 

( •11.0 7·5 6.8 7·3 5-8 r . . 
b. •II.Q JZ,8 13.8 J4.Q 13.6 Gf'mlanv •. . • b. 

Estonia '(c· .,.6 4 8 ••• 3·9 
I Big Berlin c. . • •• banks\ 1 d. 6.7 46 5·4 7·4 5·' d. •8.2 8.J 8.5 q.J 9·3 ' •. t8.4 t6.o '4·3 I .t .2 '3·3 I"· . '3·3 t6.o 16.8 14.1 . b. t6.o 16.8 (4.1 b. ..., 20.6 17-7 J6.8 15-3 Greece • •3·3 

l'inland '(c. 4·4 3·2 •·9 3·' 3·0 ')c. 8.2 8.6 7-8 0-3 
d. 5·3 4·1 3·6 3·7 3·4 4. 8.2 8.6 7·8 6.] 

) •. )"' 
. . . 

Franrf" . . b. 17.6 t6.3 II)· I 31.9 27-4 Hungary • b. . 
(l)('posit c. . c. . . 

banks) d. 17.0 t,S.J 17.7 29-9 26.8 4. 7-0 10.7 9·3 9·7 9·6 

r J6.t '4·7 13.8 24-4 24.6 \ •. S·• S·5 S·5 . 
France . • b. 42-5 38.o 45·8 43-2 JQ.S Italy . . b. • 13·.5 u.Q 11-3 13.0 . 

(lnvf'slment c. ..... , 8.4 8.8 l_ci.8 17-3 (All banks)' I c. 3·8 3·9 4·' 
banks) d. 38.8 21.8 29-3 .z8.o 27.8 4. Og.8 9·4 8.1 9·5 

• 1926 



S4 
c- - - - ..,. 19l• CountrJ I9IS .,., 19JO. lg)l 1031 

- - - - - - - - -
ItalY •• • • -~~ 

. 47-$ ,._, , ..• . r 17·• 15-3 15-9 17-3 1A.] ....... , u6.1 •"'-4 .. , .• . u.s.A •• . . ••• o8.9 .... 07-6 35·• •J·S 
tAil..a)' c. . ro.8 11.1 11·9 • (National •• 10·] 8.6 8.9 9·4 9·7 

L •:<).o 16.6 ... , 17-9 . bub)' ~- ., .. 12-7 15·4 1g.a .... 
-~ 

. . . . . r ~··o 38.6 37·1' so.9 5J.6 

ItalY . . . . . . . . . ArlftlliDe b. 61.6 4o.a 47·7 s8.6 68 .• 

fPIWri,.t ~~ 
. ••• 18.o "·9 11.6 14·5 18.0 . . . . 

~· '-7 10-4 8..4 .. , g.o ... u.8 14·3 1].0 16.6 U-4 
' 76-3 ,.a 29.6 .\:: . . . . . 

-f 
79·5 4]-0 - . . . . . . ' Bolivia . . 76·3 79·5 4]-0 ,,.a 09.6 

l:: 
. 

4•·S 41·5 2).1 ]0.1 :u.3 tPiiMcipol . . . . . •• -ksl· so.6 $5·5 47·4 48.0 47·4 ~- 42·] 41-5 2].1 30.0 ••·3 . 
36-9 44·5 40.8 , .. , .. 16.0 .... .. .. 19-5 19-1 r 39·0 

Loam •• -~~ 
.,.. 14·7 14·9 Jl,( zo.a Bra ail b. 4•·9 so.s 47·4 39·9 41·4 . . 
14-6 11-7 n.6 17-9 •7·9 

. . . . 
• •• 14·4 a6.a 10.] 20.6 .,.o 

17-7 IJ-8 14.0 19·3 19-0 - ... •'·4 ., .• 1].6 •3·4 a8.6 ... . . . . . 
-~I 

"34·7 ]1-4 30.1 44·7 so.] 

L~ 
1 .. . . . . . Chile . 0 37·• 44·9 40-7 SI·S ,, .. . . 'jc. • . . 019·9 13.0 ..., .,.a . . . . . zg.o 
-4. 1"-2 7·S ,.a 7-6 6.9 •:11.3 r8.o ,1,.8 •••• , •. a 

\:: . . . . . 
·)i 

,. .• ., .. .,.6 34·1 41.8 - .... 14-7 14-9 
_, 

34-9 Colombia' • 34·• ., .• .,.6 34•1 4•·· . 'l:: 
. 

•5-1 ., .. 16.8 11·] 14-1 . . . . . 
l.o 6.9 , .. 9-7 19-0 ., .. 17.8 16.8 .,., • •• l 

-~I 
61-7 4S·S 43·9 40.0 54·0 

-~:: 
. ]6.1 , .. , ]1.0 54·• 

Kcxway 6r.g 46.0 .... 40.6 54·4 Ecuador • . ]8.] 43·0 34·1 ,, .. . . . ... 5-3 , .. 4-6 6.r· . . •• ., .• ., .. 20.1 I 44•4 . 
4-S , .. 5.2 4·6 6.1 . tL . .,., a8.8 ... , 45·7 

-~i 
10.0 .,.. 17.1 00.] 20-5 r , •.. ]1.0 39·• •9·4 45·9 -· .. 18.8 15.0 1].2 14-0 .... Mexico • • b. 40.0 , .. 4•·9 , ..• so.3 . 
·7.1 .. , "'" 10-4 10.1 . . . .. ao.i , .. , , .. .•. , •9·5 .... 1.11-3 Jo.6 12-3 12.1 ~- 37-0 28.7 , .. , 13.0 4'·9 

r . . . . . r ]].a ]0-7 34·• 34·5 5].1 ........ •• 40-3 33-7 37·3 4S·l . Peru ........ .__ .. • b. 33·· JO.J 34·4 , .. 33·a . ·-. ~- . . • c. 16.8 . . . . . 14·9 15-7 15·4 17-3 .,.. 15-5 16-4 •5·9 . L 14-9 15-7 15·5 17-• 17-7 

·§ 
. . . . . r 1]8.6 lo6.Q 102-1 JIJ,J rr9.9 

II - . . . . . Urusuay; b. 148·4 rr8.a 112.8 u:A.a l]g.8 . . . . ... . . . . . 67-5 50.7 47-1 51-1 56-5 
17·5 IZ-CJ •s.o -ro.r . tL /2.2 56·3 51·9 39-0 65.9 

' 

·§ 
22.5 .... 25-3 . . 

·); 
. ' . . . . 

SpUa . . . . ...... 47.6 ..... . . Vooeouela . . . · . . . . .,... 16.0 .,.3 . . 94·4 a6.o IJ6.g 103-4 •o8-5 
:J7.I al.l a6.o . . ~- g6.6 81.8 143-1 112.2 U3·4 .g 1'2.J .... 1].1 14-4 21-1 ASIA; - 18.0 19-4 19-8 22.1 28.8 . . . 

·-f 
. . . . . :0..5 .... ... 2.5 3·7 

].AI J-7 3-7 J.l 5·1 India . . . . . . . . 
•• . . . . g . . . . . ' ~- 17.8 15·4 13-2 1].6 , .. . 

5 - I I 10.1 -... , .... , ... • . r . . . . . . . . . Japaa ••••• b • 35·9 49-a ... ..., ].I e.g a., 
!Ciearin«·Houoe •· 

43·5 43·0 43·7 WitedK'...-- . . . ' . ---· Membn' banks• ~- 9·7 II.J ~~-~ a:ti 1.7 

u.:: .8 ":"'. . . g SoUTH APRJCA and . . . 
0c&AW1A; 

22-7 23.1 2].2 24.2 22.6 
l•o 1.-o. <. . . . . . 

r-
27.0 •3·3 22.6 22.<) .a.4 

lJeariac -~ L IJ-3 12-9 12.J 12-1 ... , Unit.Jb of ~~·~ :: 37·3 31-5 34·• 30·5 30.6 
he' ·- g· . . . . . Africa• 15.0 11-5 IO.J 10.6 8.7 w-. . . . . • . . 4. 00·7 15-6 15-6 14ol •••• IAIIbabl t<. . . ! . r 44·2 41·9 65.6 46-4 . . . 57-1 

L ... , z,.z 2J-9 22-9 21-~ Australia • • b. 46·3 ... 0 6, •• , .. , 48.0 . . .. . .. , . . g . . . . . 11·9 ..... ., .• 14·9 

Soodo.d • . . . . . tL ,,.a 14.6 ""·1 18.] '5·4 . . . . . . . . r . 29·3 09-7 38·7 37·5 •7·5 
25-0 .. .. 24-'J 24.1 24-6 Nrw Zealand • b. 31·9 32-8 41·4 39·9 z8.o 

~·· 
. . . . . • c. ., .• 11-7 12-7 11-7 9·0 .... •• . . . . . 4. 16., '"·9 13.6 u .• 7·5 . . . 

(;: . . . . .r;: . . . . . 
IJ.I u.6 11.7 13-1 15.0 Au..tralatda •• • . . . . . 

-}~ 
. . . . . •• •6·9 20.9 z:z.o 22.8 21.0 

v ......... . . . . d. 40.0 30·4 a8.4 32-0 .,., . . . . . . ....... .__ .. , ,L 5-9 s.6 , .. 5·4 . • Nowmbls' ,.. lll'ftL "-Pwlta indude bUanc:et due to Gennan Hnk• 
• N~ ,...,..... Dep.lte eulutUnt Mla~ due 10 c;SW\An be1•kl 

r ,..., lS-4 3?·5 34·7 46.6 : =- ,,_...._ f>epo.tt6 ftdvdinl balaaaca due tu Gf'flllo~~n bank•· 
c.a.a •••• , ... , .• ·6o •• JI.O 63.8 Ia llldude balarll"_.. due to German Lena. .. • Ct.,.enl ..-..ounta lnriW lnblnd eorr•porMiel1t.. 

(;: .... 10.1 11.0 ro.z JJ.:J 
• ·~· lilldudflll COI'I'-.pooda&l.. . .... , 174 16.7 15.0 15·3 9 I!,. ol Jane .aa year. 

t;'.$.4 ......... ~:: .... , 16.0 17-1 19.0 ., .• • IDrltJdjn,( .unung with brancba outalde thl Unk»o 
)J.I 2]-0 09.0 al.o 25.6 • P.nd ol Jne fill~,..,.. Actounte of domattc ;,.CM onlv, 

WI ....., 1 It<. , .. , .• I 9·5 JO.f 10.8 .. Jtnd ol J.,.. fhlbt'tna: y.,. ••udUac eocoaata ol braneea. .. ut.Jde 
Uoo'--· . I .. .,.2 r l-" sl;.2 15.] '4-" ' 

• 
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Iot.roduetory Now. 

The banks operating in Austria can be roughly 
classified as follows : commercial banks proper 
( Aktiencreditbanken), mortgage banks (Hypothe
ken-, Bod~n-Credit- or Pfandbrief-A nstalten, Lan
desbanken), savings banks (Sparkassen), and 
agricultural and trade credit associations. But, as 
in most Central European countries, there is no 
clear division of functions between the different 
types of banks. Thus, 'the mortgage institutions 
and, indeed, the savings banks to some extent 
engage in current commercial banking business, 
ina king loans on securities and discounting bills and . 
dividend warrants. Many of the commercial banks 
(among them the Creditanstalt) undertake mortgage 
busine;;s and almost all banks compete for savings 
deposits. The commercial banking system consists 
of (a) the big Viennese banks enumerated below, 
(b) certain other Viennese institutions, such as the 

1925 

Credit-Institut fiir offentliche Untemehmungen, 
the Arbeiterbank and the Kompassban~. which 
specialise in particular forms .of credit, and (c) a 
number of small provincial banks. The banks 
under (a), which are alone dealt with here, are 
representative of Austrian Commercial banking as 
a whole, the more S!J as the provincial commercial 
banks and mortgage institutions are to a large 
extent in their control. The names of the banks 
included in the summary tables and the amount 
of their capital and reserves and of their deposits 
at the end of 1925, 1930 and 1932 are shown below. 
For the sake of comparison, deposits of the Vienna 
branch of the Zentral-europaische Ui.nderbank are 
also given. The Landerbank is a French institu
tion, the capital and reserves of which are held in 
Paris.. It carries out three-quarters of its total 
business from its Vienna office. 

Schillings (ooo,ooo's) 

I 1930 
I 

1932 

Capital and 
I >epo;;its Capital and 

Deposits Capital and 
Deposits R~rves Reserves Reserves 

~ 

Creditanstalt • . . . . . . . 70 530 178 1,359 142 363 
Boden Credit-Anstalt . . 5" 315 
Nieder-Oestcrreichische Escompte-

Gesellschaft. . . . . 61 308 
Wiener Bankverein . . . . . 00 271 
Unionbank. . . . . . . . . 36 152 

-
V erkehrsbank. . . . . . . . 14 89 
Merkurbank . . . . . 16 Ill 
Landerbank . • . . . - r86 

The characteristics of Austrian commercial 
banking may be summarised as follows : First, 
as has just been mentioned, it is centralised and 
concentrated. All of the Viennese banks, with the 
~xception of the Escompte-Gesellschaft, have 
branches in the provinces; but they extend theil 
influence over the country mainly through the 
local banks with which they are affiliated or in 
which they have a controlling interest. The 
number of big Viennese banks was reduct.'<i by 
amalgamations from seven to four (or from eight 
to five, if the Uinderbank be included) between 
1925 and 1929. 

Secondly, although the degree of their interest in 
and the nature of their relations with industry vary 
considerably, the Viennese banks are industrial 
banks par excellence. They control directly or 

Amalgamated with 
Creditanstalt 1929 

Q6 I 477 32 373 
83 446 31 334 

Amalgamated wrth 
Boden Credit-Anstalt 1927 

I 25 112 16 66 
- 326 - 273 . 

. indirectly the great bulk of the industry of the 
country and their relations with industry are, in 
general, closer even than in Germany. They are 
in a real sense the interm;·diary between saver and 
industry, for private investment in other than 
public issues is little practised and a normal form 
of gilt-edged investment is the savings account or 
the Kassenschein. They not only hold themsdws 
a substantial amount of industrial shares, but 
supply industry with short-term credits which 
have tended in fact to run on indefinitdy and to 
be used partly at least for investmt>nt purpos..s. 
The fact that certain principal banks have becom.
more and more indebted in order to support their 
weaker industrial concerns has been a factor of 
vital importance in recent years. 

Thirdly, a legacy of their pre-war greatness, the 
• 
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,-_ banks ~%tend thcir sphere of interest far 19Jl. 1 As might be expected, cash and bill 
~]Uild the ~t frontien of Austria and, up to portfolios (except in the case of the Underbank) 
the period of the banking crisis, have been the fell more heavily than any other assets. The ratio 
principal channel through which capital bas of cash to total deposits, which, at 3.6 per cent, had 
floW\'d from Western Europe and America to been one of the lowest in the world in 1929, dropped 
~ and South-Eastern Europe. to 2.2 per cent in I9Jl . 

• \11 but a fraction of the capital of the Vrennese " Nostro " balances with correspondents also 
banks is now held either abroad or directly or contracted rapidly. Such balances represented· 
indirectly by the Go"-ellllllent and 'the National 18 per cent of the total Debitorm of the Wiener 
Bank. The .. iping out of the original capital of · Bankverein and the Merkurbank in 1929 and less 
the thn>e biggest Viennese banks has eliminated than 6 per cent of tl1e much reduced total in 1932. 
the small holder of bank shares. Acceptance business, which bad been v.ery small· 

Tbe expenses of the Viennese banks have been in 1929, completely ceased. 
b many JUI'S unduly hea"-y and these high Savings deposits, which had grown year by year 
exJl"'&'S a contn'butory cause of the high price of since the end of the inflation period until 1930, had 
credit and the abnormal spread betwren the lending declined by nearly three-quarters at the end of 
and the borrowing rates of banks .1 Under the 1932. An exception is again provided by the 

• Jaw, the banks were unable to make any considerable .Lan.derbank. in which deposits increased steadily 
reductions in their salaries and pensions expenses throughout the depression. . · 
until the spring of 1933- After expanding rapidly for more than six years, ' 
The~ 1929-1933 were a period of catastrophe the volume of bank credit has contracted enor

b the big \-JeDnese banks. all of which (excluding mously since 1929. The fall in 1930 is concealed · 
the Linderba.nk) had to write off heavy losses and in the summary table, for the figure for the Credit
rt:OJibtiuct their capital Owing to their close anstalt as at the end of 1929 did not cover the 
association with indusuy, they were caught in a business of the Boden Credit-Anstalt, which it had 
'ricious circle, every attempt to increase their liqui- just taken over, while the loans and advances, 
dity by calling in credit involving the fteezing of participations and current account deposits of. the 
part of their remaining industrial assets and a other banks continued to rise slightly in 1930. 
further" fall in the value of their security holdings. If it be assumed that the oustanding loans ahd 
The losses written off their assets during this advances on account of the Boden Credit-Anstalt 
period amounted to 1,182 million schillings, or not stood at the same figure at the end of 1929 as a 
far from -40 per cent of their total ba.lance-sheet at year earlier, the total drop in this item in 1930 
the end of 1930- This sum does not include losses would have been approximately 9 per cent. The 
on uareat transactions, or the depreciation of drop · in subsequent years represents in large 
assets mvered by hidden reserves (which, in the measure the writing ol'f of bad and doubtful debts 
case of certain banks, are believed to have been and only in part the calling-in of credit lines. 
~solateas19JO),or~frozenassets,amounting The follov.ing table must be read with trul.t 
to 109 million schillings, taken over from the reservation. The table includes the I.anderbank 
Bankver"ein and the Escom~ by the throughout; it excludes the Boden .Credit-Anstalt 
Gesellschaft ffir Revision und treuhindige Verwal- in 1925 and 1929, in order to give a truer picture 
tung in 1933- • of the credit expansion between those years. The 

ID the same period. tbe net profits on current figures do not distinguish between business within 
transactions of the three biggest banks disappeared; Austria and without and should not be taken to 
an sbowed net losses on such transactions for indicate the degree of changes in that country. 

Schillinp (000,000'1) -
Pen:ntage ol - Pereentage of 

1925 1929 ioaease 1930 1932 deere-
192S·I929 193""193• 

t..ouo ud advaaca • . . . . 1,225.6 2,DCJ7.9 71-2 • 2,44].0 ' 1,2f>7.7 ••. I 
Pa ticipatitw.. .. .. .. : : : 
Ia. .. ts aDd MJC:1II'itis .. 

. . . . 110.6 1911.8 19·1 282.4 145-2 48.6 

~dqwllita ••••••• 
. . . . 51.0 911.6 93-3 IOI.J 57·3 <434 

s... ' ud b.- deptwita • 
. . . . 1.2,50.0 2,251-4 So. I 2,454-2 1,149·5 53-2 . . . . lf7-1 ofSH 2%8.6 582.2 251-• 56·9 

'Tile Iiebl depooit mte ud tbe Oftldraft mte ia tbe 111mmen of 1929·1933 have been aa followa : 

~- 1930 -,?31 1932 1933 

Depooit rate • • • 4-75 4 1 
~ft mte • , IJ.f IO.f IS 

-• 3-•s .. .., 
... *-of tbe CRditautalt, for 19JI-32t 
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It is _of interest to co.rnpare these figures with 

t_he. ~s~1rnatcd changes m the short-term capital 
hab1lihcs and assets of Austria in this period. The 
following figures, which include every kind of 
short-term transaction, were prepared by the 
Oesterreichischer Verband der Banken urld 
Bankiers, and reproduced in the League memo
randum on Balances of Payments, 1929. It should
be borne in mind that the short credit carne 
mainly from the United States of America 
England, the Netherlands and Switzt·rland and 
was re-lent mainly in Central and Eastern Europe. 

, 
Schillings (ooo,ooo's) 

1925 1926 1927 1928 

- ---- --
Foreign short-term debtors 465.0 535·• 662.3 728.1 
Foreign short-term credi-

tore. . . . . . . . . . ..So. I 6Bs.• 8J6.2 649·4 

This series was not continued, but it is stated 1 

that both assets and liabilities rose in 1929, the 
rise in the former being attributed in part to a 
flight of capital Between 1925 and 1929, the 
Creditanstalt, the Bankverein, the Escornpte
Gesellschaft and Merkurbank raised their -capital 
from 139·5 million to 239 million schillings, the 
greater part· of the new capital being subscribed 
abroad. At the beginning of 1931, the foreign 
short-term liabilities of the Creditanstalt amounted 
to 466 million schillings and, four months later, to 
442 million schillings ; at the latter date, the 
corresponding liabilities oft he other Austrian banks 
amounted to approximately 380 million schillings.• 
These figures exclude various categories of creditors 
included in the series shown above ; they thus 
show clearly that the Austrian banks were able 
to maintain their foreign credits at a high level until 
the Creditanstalt crisis. The foreign short-term 
liabilities of the Creditanstalt were rapidly 
redured to approximately 420 million schillings : 
the corresponding liabilities of the other banks had 
been reduced to 230 million schillings ($34 million) 
by the time of the first standstill agreement 
(August 1931), and to ISS millions by the end of 
that year. 

The violent changes in certain items of the 
balance-sheet and profit and loss account over the 
period under consideration reflect the crises through 
which each of the Viennese banks has passed. 
The fall of the Boden Credit-Anstalt - the second 
bank in Austria - in,November 1929 was the 

• Slalisli~e/u NaeltricltleJO, No. 4. 1931. 

beginning of the series of disasters. The entire 
business of this bank was taken over by the Credit
anstalt, new shares of which to the amount of 
II million schillings were allotted to the holders of 
the 55 million schillings share capital of the Boden
Credit-Anstalt. In view of the extension of its 
liabilities, the Creditanstalt raised its capital, 
through subscriptions of an international consortium 
by a further 29 million schillings to 125 millions. 

The position of the Boden Credit-Anstalt had 
become more and more illiquid and vulnerable in 
the course of 1928 and 1929 owing to the difficulties, 
and consequent increase in the loan requirements, of 
its dependent firms and its policy of supporting 
the price of these shares on the stock market. A 
considerable withdrawal of deposits in the autumn 
of 1929 had driven it to make heavy discounts 
with the National Bank, which eventually refused 
to grant further accommodation. This liability to 
the National Bank was gradually liquidated by the 
Creditanstalt as shown in the drop in the total bill 
portfolio of the National Bank from 307 million 

' schillings OIJi October 30th, 1929, to 89 millions at 
the end of April 1931. 

During these eighteen months, a period of almost 
uninterrupted decline in trade and security values, 
it became clear that a considerable part of the 
non-liquid assets of the Creditanstalt, and more 
especially of the claims taken over from the Boden 
Credit-Anstalt, reqUired to be written down. An 
assessment of the assets as at December Jist, 1930, 
showed losses amounting to almost the entire jihare 
capital and reserves of the bank. In order to avoid 
the complete breakdown of the banking system 
and the economic disruption which the failure · 
of the Creditanstalt would have involved, the 
Government, together with the National Bank and 

. Messrs. Rothschild, agreed to put up the funds 
necessary to write off these losses and to reconstruct 
the capital of the bank. The estimated loss of 
159 million schillings was covered as follows : 

From the Austrian Government • 
From the Austrian National Bank. 
From Messrs. Rothschild • . . • 

Total • • . . 
Writing down of existing capital 

from 125 to 88.1 millions . 
Taken from reserves . . . , 
Profit and loss account. . 

TotaL 

Schillings 
(ooo,ooo's) 

41-4 
12.4 
9·3 

63.1 

36·9 
40.0 
19-0 

159·0 

1 Figuru taken from the Annual Report of the Austrian National Bank, 193•· 
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Thecapibalolthe bank was raised to177-5 million 
scbjT!jngs by subscriptions : M"'' 

By the Austrian Gtw.:-f1111lt'nt to 
tlw- .:-~~nt of. • • • • • • • • 

By the Austrian National Bank • 
By )[~ Rothschild • • • . • 

Total new preferred capital 
( y t1nllgS-.ikJiertktJfrikll) • 

Old capital of the bank, after 
writing off 36-9 million schillings 
(SIA I • A~ikll) •••• 

Total: ••• 

"""""(ooo,aoo's) 

88.1. 

177·5 

This scheme of capital reconstruction was 
il:oc:mponted in the 1930 balance-sheet published 
Oil Kay 8th. 1931· 

'The publication of this balance-sheet led 
immediately to heavy withdrawals by domestic 
and focei.,"ll depositors and a serious flight of 
capital. which the GovernmeJit attempted to check 
by gmranta>ing. first, certain categurif$ of deposits; 
suh;equentlv. all for~ign do!posits in return for a 
two vcars' Standstill Ac,areement from the foreign 
aeditors; and, !inally. also domestic liabilities of all 
kinds. .S~tiatioas were immediately opened 
~ the repr-esentative of the Government and 
the Creditanstalt on the one hand and the foreign 
aeditoB (who set up for the protection of their 
inkll5ts an Austrian Creditanstalt International 
Committee) on the other with a view to working 
out a scheme foc meeting the foceign liabilities of 
the bank. . 

In spire of the C-overnment guarantee, ~th
drawals of domestic deposits from the Creditanstalt 
continued tbronghout 1931 and the bank was 
obliged to cfucount heavily with the National Bank, 
whose bill portfolio rose rapidly from fi9.5 million 
vhillings on llay 7th to 907 millions at the end 
of the yeai. Of this figure, some 6oo millions 
rep-esented rediscounted Creditanstalt bills1, and 
the greater part of the remainder bills of the other 
commercial banks, whK:h also suffered extensive 
1rilhdrawals of both domestic and foreign iieposits. 
FOI'eign withdrawals from these banks were partly 
checked by the Bruins Standstill . Agreement 
c:ooduded at the end of August whK:h, however, 
pmvided for the quarterly repayment of 20 per 
Cl!nt on cash credit and IS per cent on accep~ce 

credits• ; of the domestic withdrawals, part 
was hoarded, but the greater part is believed to 
have been transferred abroad. The total flight 
of capital from Austria between May and the 
beginning of 1932 is I'Stimated to havt amounted 
to betwel'n 700 and qoo million schillings, of which 
approximatdy 'one-half is believed to reprtsent 
a flight of dom~stic capital. ' 

A conservative revaluation of the assets of 
the Creditanstalt revealed that its lo~ses were 
far greater than had been estimated in the 
spring of the year, and it became clear that 
the greater part of its debt to the National Bank 
(consisting mainly of finance bills drawn on its 
own firms) together with a considerable part of 
its foreign liabilities would have to be borne by 
the State. In November 1932, the Government 
took over from the National Bank its entire 
portfolio of Creditanstalt finance bills, amounting 
to 571.4 million schillings,• which it subsequently 
cancelled, and, in January 1933, an agreement 
with the foreign creditors, comprising a scheme of 
reconstruction for. the Bank, Yo-as initialled. By 
tho! terms of this agreement, the foreign creditors 
and the State became the joint owners of the 
Creditanstalt, the former exchanging 70 million 
schillings of their total claims of 422 millions for 
an equal nominal amount of preference shares, 
while the Government obtained ordinary shares to 
the amount of 71 million schillings in consideration 
of the obligations assumed by it. The existing 
capital of 177 .s million schillings, of which the 
State held an important part, was written down to 
I million. The foreign assets of the Creditanstalt 
were taken over by a special liquidating company 
- the Creditanstalt Foreign Assets Company, 
whK:h was registered in Monaco. Of the 30 million 
schillings share capital of this company, xo millions 
were handed over to the foreign creditors, together 
with its entire issue of 5 per cent bonds amounting 
to 130 million schillings. The remaining foreign 
short-term, claims of 212 million schillings are 
covered by long-term Government bonds, which 
will be repaid over a period of years. Any appre
ciation in tho! value of the assets of tho! bank 
above their ·present book-value will be used to 
repay these " live claims " and. Government 
b Jnds will be cancelled accordingly. It was later 
agreed (April 1933) by the foreign creditors that 
the aervice of these bonds should not begin for two 

1 
1lle total r~at li2bility of the C.editanstalt 'to the National Bank ~mounted to 679 million ~ebillingo at the 
~ of_1931. Put of ttU. ~was en~ aockr "oth« aueta" io the .National Bank liCCOunta. 

Tlrie ~--t n:pn..S m the followmif January. New agreementa, with a currency of aix montho. providing 
b the. "'il'Jiar tr.uulu "' mterat and c:ommUiOIOD, but the complete auopenll.ion of amortioation, Wer8 concluded with 
the Britiob. the "-i<:aa anti, later, tbe S..U. crediton. From Jaly 1932, the tranodcr of JnterCIIt allo cealed. From 
•• - lofth. par-t of ioter .. t aDd commioaioa w .. made ia IChillinp, to be paid into the newly eotabliahed 
FJ~ I.oebt Fa..S. Ia A~ 193%, a - StanrJ.till Agreement wu concluded for the time aatil the middle of 
__., 

1 ?3J. Alter ita expuy. a...,.. arrangemeat was agreed apon after lengthy negotiatin,. according to which 
tM ueolita were r-ed foe another vear. ' . · •n.e.. . ' . ' 

tM.al Baal! aloo bdd IIOd..,_ottd coroJDefCial bi!Li of the Crt:dita1111to.lt anwunting to ua million ~ehillins•• 
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years and tha~, at. the end of this period, the 
Gover~ment mtght 10 certain circumstances claim 
a readjustment of the payments originally agreed 

59 
to the A mortisationskasse (the TILKA) recently 
established in Germany, was chosen. By a Decree 
of March ~oth, 1933, a trust company controlled 
by the Nat10nal Bank, the Gesellschaft fiir Revision 
und treuhandige Verwaltung, was endowed with 
ISo million schillings (140 millions from thP 
Gove~ent and the rest from the National Bank), 
of which qo million schillings was to be used to 
purchase new shares and frozen and doubtful 
assets of. the two V~ennese banks, and part of 
the remamder to ass1st other credit institutions. 
With the aid of the trust company, the banks 
reconstructed their balance·sheets as follows : 

upon. . 
The losses of the Creditanstalt covered by the 

reconstruction scheme were as follows : 

Written' off : Schillings 
(ooo,ooo's) 

Investments and securities. 122.6 
Participations 77.4 
Premises, etc u.7 
Debtors. • . 6o2.3 

Opera tin gloss, 1931-32 • 

Offset by : 
Reduction of capital . . • • 
Finance bills taken over by 

State . . . . • . • • • 
State bonds covering live 

claims of foreign creditors· • 

814.0 
14.2 

S2S.2 

IOS-5 

ISI-3 1 

S2S.2 

~~total i~ of cour~ addition~! to the 159 million 
schillings wntten off in 1931. . 

Since the crisis of 1931, an important change has 
been made in the management of the Bank. An 
Execu~i':'e Committee with extensive powers of 
supervts1on and control has been set up. This 
Committee, over which the · General Manager 
presides, consists of four Austrian members (of 
which the National Bank and the Government 
each nominate one) and three fQreign members 
(two of whom represent the foreign shareholders). 
It is to act as sole liaison between the Government 
and the Bank. 

The Creditanstalt crisis was shortly followed by 
the closing of the Merkurbank, which was affected 
by the difficulties of its parent institution, the 
Danatbank in Germany. It was assisted by a 
banking consortium and subsequently reduced its 
capital and reserves of a bout 15 million schillings 
to write off losses, raising new capital by an issue 
to the Dresdner and other banks.· The Wiener 
Bankverein wrote off losses of 46 million schillings. 
in July 1932 by reducing capital and reserves ; 
new capital stock was also issued to foreign and 
domestic banks. · 

By the end of that year, it was realised that 
the voluntary reconstruction of the Wiener Bank
verein has been inadequlte and that a re-organisa
tion of the Escompte-Gesellschaft would also 
be requirea. Both these banks had become heavily 
indebted to the National Bank through the redis
count mainly of finance bills, and, in the circum
stances, the Government decided to assist the banks 
in reconstructing their capital and increasing th .. ir 
liquidity. For this purpose, an instrument similar 

Niederilo 

Wiener reicbische 

Bankverein Escompte· 
~-
schaft 

Schillings (ooo's) 

Amounts written off assets • . 22,336 So,222 
Loss on current operations . . 3.913 1,230 

Total loss to be covered . 26,249 SI,452 
Capital written down. . . . 21,120 35,2SO 
Taken from reserves . . . 5,I29 42.313 
Taken from profit and loss 

account . . . . . . . . - 3.S5q 
Total. . . . . . . . 26,249 SI,452 

The Wiener Bankverein cancelled its own shares 
in its possession to the am omit of I07 ,500 schillings 
and the N iederosterreichische Escompte-Gesell
schaft cancelled such shares to the amount of 
IS million schillings, using the difference between 
the nominal and purchase price to write off further 
losses. 

The reduction of capital was effected in the case 
of the Wiener Bankverein by writing down the 
outstanding B shares (22,000,000 less IQ7,SOO held . 
by the Bank and cancelled) to : Schillings 

S75.700 
New B shares were taken up by the 

trust company to the '!<11ue of. • • . 
thus bringing up the B capital to. . 
and, with the addition of the A 

capital which was no~ reduced 
the total capital to. • . • • • • . . 

1 he outstanding capital of the 
Niederosterreichische Escompte-Gese ll· 
schaft (54 million schillings, less 
IS millions held by the bank and 
cancelled) was reduced in the pro
portion of so to I to • , • . • • 

This was raised, by the subscriptions 
of the trust company. . , . 
and of a foreign consortium, 
to . . . . . . . . . . . . 

5,624.300 
6,5oo.ooo 

2J,OOO,OOO 
:.zg,5oo,ooo 

720,000 

25,245.500 
3.534.500 

29.500,000 

1 The difference between this figure and the total Government liability on account of foreigu creditors is 
due to the exclusion of liabilities amounting to 6o.7 million achillings, consisting mainly of guarantees of claims against 
the Amstel Bank. ' 

I 
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As ~ amoont of thdr own resources .was 
.__ iD relati..'lll to d~~ts. both banks obta~ned 
authorisation from~ respecti~ general meetings 
to iDcre&se thdr capital to 45 million schillings in 
d..- CXlUille. 

the ~~ew share capit-.1.1 of both banks was issued 
at a. ~wn of 10 Jlo!r cent, the yield_ of which 
-t to fonn ~ new reserves. To the 562,430 
schillings acquired iD this \\"llY by the Wiener 
Banberem \\"ere added soo.ooo schillings, which 
had formerly c:on;;tituted a special provident fund 
(shown 1lllder Sundry Liabilities) ; ~ reserves of 
the Xied.rl>terreichische Escompt~ 
were brought up. to 2,g.)O,ooo .schillings by ~e 
:addition of ;oz.ooo ~ " from its 01!ill funds " 
to ~ ~i8.ooo schillings yielded by the premium 
on the new share issue. 

lhe second task of ~ trust c:Ompany was to 
increase the liquidity of the banks. To this end, 
it parchased m-n and doubtful assets to the 
book-value of 43.509.388 sd illings from the WieneJ:; 
Banberein and of 6j.o.j9,165 schillings from the 
X"~terreichische Escompte-Gesellschaft and 
CRdit..od the banks with these amounts. The 
purchase-price was in all cases ~ value at which 
the assets were entered in the balance-sheets of 
the banks before reconstruction. Payment in cash 
fOI" the purchased assets will only be made by the 
trust_ c;ooipany to the extent that it realises or 
obtains income from these assets ; but the banks 
may discount bills with the company during a 
p.!riod of five years -up to three-quarters, and 
subseqtldltly np to one-half, of the-amount of 
their credit , with iL The banks' assets will be 
adminb-tered and liquidated in due course by the 
trust company. A sinking fund, to which the 
\\~ JeDer Bankverein and Nil'deriisterreichische 
Eocompte-G>selhchaft will contn'bute out of profits, 
or.u set up to COOlpensate, as far as possible, such 
los6es as may be incurred by the trust company. 
Aftel- fifteen years (i.e.. in 1948) the relations 
between the banks and the trust company will 
a:ase ; a_nd any loss on ~nnt of the purchase 
of the bank assets will be borne by the funds 
Ollltribnt.ed to the trust company by the 
Government and the National Bank. · 

The BarJJuriiJ4stu,.g:roert-rtl"u"g of March zoth, 
1933. dealt oot only with the problem of bank 
liquidity. but also with that of thP. high 
administrative costs in banks and their dependent 
indostJial concerll5. In the course of 1931, salaries 
and pensioos regulated by individual contract had 
~ cut down by law in the Creditanstalt and its 
depeDdent undertakings and small reduction.1 had 
1-.n ac,o,pted by the bulk of the staff engaged 
IUIIk collective contract. In the Wiener 
Bankverein, 10111e ewwJIDics in penonnel costs had 
been 111a1k in 1932, but further economics in these 
banb and .,~ substantial economics in the other 
banb and the netwQI'k of industries controlled by 
them appr:ared to be eMelltial if the running loues 

W&e to be checked. The ratio of ·expensei to 
gross profits in the Wiener Bankverein, . the 
Niederosterreichische Escompte-Gesellschaft and 
the Merkurbank rose from 77 per cent in 1930 to 
89 p.!f cent in 1931 and to over IIS per cent in 
193Z. In the latter year, salaries and pensions 
alone represented 88 p.!f cent of gross profits and 
had fallen relatively little (9 per cent) since 1930. 
Of the various other cost items, taxes had been 
reduced between 1930 and 1932 by more than 
so per cent in the case of the above three banks 
and almost wiped out in the case of the Credit
anstalt, and there were obvious limitations to a 

_ reduction in " working expenses ". 
The Decree of March 2oth.- 1933, cancelled all 

existing private contracts held by the employees 
(mainly the upper staff) of Austrian _banks other 
than the Creditanstalt and the National Bank and 
of the " concerns " under their control, and 
required that the new scale of salaries and pensions 
should be brought into line with that ruling at 
the Creditanstalt. It rescind..d collective contracts 
in respect of these banks and the Creditanstalt, 
together with ~ir dependent concerns, and 
abolished the Dieflstfn'agmdlik (embodying if!Ur 
alia the rights -of employees to compensation in 
case of dismissal, mentioned above). Following 
this decree. new contracts at considerably reduced 
scales of salary were negotiated, and, by a decree 
of the Minister of Finance (August), pensions were 
reduced between 20 and 30 per cent. As a result 
of these arrangements, a saving of some 14 million 
schillings in the eosts of the three largest banks 
alone is anticipated in 1934· 

This reductiQil in working costs was accompani .. d 
by a further reduction of the rediscount rate of the 
National Bank from 6 to S per cent (the rate had 
previously fallen by stages from the 10 per cent 
imposed in July 1931) and was shortly followed by 
a decree providing for a general lowering of deposit 
rates, to which effect was given as from July Ist, 
I93J. 

As a result of these economies, the Viennese 
banks agreed to reduce the average cost of banking 
accommodation (interest on overdrafts) from 12 per 
cent to 8 Yz per cent. The margin between sight 
deposit rates and interest on overdrafts was thereby 
reduced from 81 to Sl per cent. This may be 
compared with a margin of approximately 6% per 
cent m 1929 and 1930, 7 % per cent in the latter 
part of IC)ZS and less than 3 per cent before the war. 

The summer of 1933 saw 10me easing of the 
position of the big Viennese banks as a result, not 
only of the new wage agreements, but also of the 

. repayment, rendered possible by the Lausanne 
Loan, of zo million 1ehillings of the 1o6 millions 
sho~-term debt of the State Railways to them. 
But 1t also brought fn.-sh banking difficulties. The 
~om~~nk, a Viennese institution specialising 
m _cred1t llllnrance and mortgage business was 
obliged to reconstruct ita capital to cover lossea of 
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lUST RIA. COl\11\IERCIAL BANKS Tahle 1 (a). 

SUMMARY OF POSITION AT THE END OF : 
ACCOUNTS 

• 
I 
I 

N urn ber of Banks • . . . . . . . . . . . . . . 
AssETS. 

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

Bank .....• , ....... . 
2. Other Items of a Cash Nature . . . . . . 
3· Bills discounted and bought . . . . . . · 

(a) Treasury bills . . . . . . . . . 
(b) Commercial bills, Inland. . . . . . . 
(c) Commercial'bills, Foreign . . . . . . 

4· Investments and Securities. . . . . . . 
(a) Government . • . • . . . . . . . . 
(b) Other . . . . . . • . • • . . .. 

5· Participations. . . . . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . 

(a) At home ............. . 

. 7 

59·7 

195-9 

103·4 

145-5 

1930 1932 1930 1931 I 1932 

4 4 4 3 3 3 

Schillings (ooo,ooo·s omitted) 

81.2 77·1 25·4 48.0 28.6 17-5 

307.1 169.6 108.2 44·1 

go.g 51.6 20.1 17.2 12.1 

IJ4.2 146.1 127-3 . 105·7 

(b) Abroad . . . . . . . . . . . · 
7· Loans and Advances .... · . . . . . . . . · 1,565.2 1,903.0 2,236.2 1,112.4 

(a) On current 'account . . . . . . · 
855.6 689.5 

(b) Other . . . . . • . . .•... 
8. Cover for Acceptances. . . . . • . • . . . 4·7 1.9 1.6 0.0 0.1 0.1 0.0 
9· Premises, etc. . . . . . . • . . . . . . 

10. Sundry Assets . • . . . • . . . , • 
33·9 22.4 33-1 . 13.1 10.7 10.0 9·9 

. 21.9 
1 
__ 1_1_,-4CII--1~86~·=-3 1_..:.7.:..7·..:.9.ll.,.- :;;0-;o-·-;.4-!-,::-:-c::0--:.4~ , __ -o.;_._o_1 

.. 2,130.1 1,589.2 3,135.2 1,479.1 1,150.6 91H.1 1144.3 u. Total Assets • . • . . . • .. . . . 

LI<\BILITIES. 
12. Capital paid up. • . . . . . . . . . . . . • 206.2 239.0 38I.I 221 .0 I 129.0 114.0 
13. Reserve Funds . . . . . . . . • • . . . . • 101.4 g6.g ! 74.6 48.3 
14. Profit-and-LossAccounts,Dividend Accounts, etc. 25.1 19.1 10.9 0.4 10.9 4.2 
15. Cheques and Drafts, etc., in circulation. . . . - - - - - -
16. Due to Banks (Correspondents) . . . . . . . . - - - - - -

(a)Athome .•.••••.•...••. - - - - - -
(b) Abroad • . . . . . . . . • . . . . . - - - - - -

17. Deposits. . . . . . . . . . . . . . . •.• 1,767.1 2,231.4 2,710.4 1,128.0 1,035·2 813.9 
(a) Current accounts and sight deposits •.. 1,649.3 1,829.4 2,226.9 991.7 8o8.o 7o1.o 

· (b) Savings accounts . . . . . . . . • . • 
(c) Time or fixed deposits. . . . . . . . . 117.8 402.0 483.5 136.3 167.2 112.9 
(d) Other deposits . . . . . . . . . 

74-0 
5-0 
0.2 

101.3 

18. Rediscounts i'Jld other Borrowings . . . . 
Ig . .1\cceptances and Endorsements. . . . . .. 4·7 1.9 1.6 0.0 0.1 0.1 0.0 

. 25.7 o.g 31.2 129.8 o.8 o.S 0.3 20. Sundry Liabilities. . . . . . . . . . . . 
21. Total Liabilities. . . • • . . . . . . . . . 

1-::--::-:-::o--
. 2,130.l 2,589.2 3,135.l 1,479.l 1,250.6 981.l 844.3 
1~--~~-~---I~-----I-~~I~---I·--~-I-~--

II~8 - 3-f.S 46.1 22. Guarantees (A vale and Burgschaften) . • • • • 
23. Other Contingent Liabilities • . . . . . . . . 
24. Value of currency in cents of a U.S. dollar at 

the end of each year. . . . . • . . . • • . 
I 

212.2 

u.69 11.86 u.!i<) 
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ArSTRU. COMliERCIAL BANKS Table 1 (b). 

SUMMARY OF PROFIT-AND-LOSS 1\CCOUNT 
AT END OF: . 

ACCOUNTS 

7 ~wnber of Bank3. . . . - • • • • - • • • • • • 
1---

. . . . . . . . 2o6.2 Capital paid up. • . • . • • • . : • 101.4 
Rwares and UndiVIded Profits. · · · · · • • ·

1 
__ _ 

I. Gross Profits . • . · · · · 

To be le411dd: 

. • • • . • . • 126.2 

2., Exp-t I SoC'S • • • • • • • • • • • • • • • • .• 
( 11) Salaries, etc. . . . . . • . . . • • 
(6) Other working expenses .••.•.• 
(c) Taxes, etc. • . • • · . • • . • . . . 

3- Resa ved for Pension Funds, etc. • . . . . . • 
+ Written off • • • • • . • • • • •. • • • • • 

(•) Ordinary depreciation accounts ••• 
(b) Extraordinary accounts. • ·• • • • . 

93·0 
61.0 
10.7 
21.3 

7·6 

0.4 
. . . 

19'29 1930 1930 

4 4 4 3 

Schillings (ooo,ooo's omitted) 

239-1 - 129.0 
97·3 ' 381.3 .... 74·8 

94.1 111.2 ll1.2 48.0 

67.1 
42.8 

8.4 
15-9 
8.s 

o.s . . . 

0-2 . 97-t 
42.6 68.8 
9·7 17.< 

14-9 11.8 

14-3 37·3 

0.6 1.4 
159·0 977-< 

33-4 
20.8 

5·3 
7·3 
4·3 

0.1 . .. 

1931 

3' 3 

1~4-0 74·0 
49.6 5.2 

1---1 
40.1 25.8 

30-4 . 25.2 
19.1 17.2 

5-0 .. 4·4 
6.3 3·( 
5·4 s.t 
0. I O.I 

60.4 102.( 

5- Xet Profit or Loss: - .. -5-.. +--8- 0 1 .... 9 99"1 10.2 - 56.2 -107.7 (a) Including extraordi~ offwritings. • " ... 1 · - .. 7. - ... 

(b) On current transac~ons. . • • • • • 25.2 18.0 19.8 -. 15.1 10.2 4.2 - 5.1 
6. Carried forward from precedmg year. . . . . 1.1 1.2 5.1 0.7 · · 1.1 4·0 
1. (•) Taken from Reserves or Capital . • . - - 76.5 272.5 - · 59·3 103.8 

(b) Contributions ll/oflds perdu . . . • • - - 6J.I 1_7:_2_2..:..·7n-----:-l---:~ --:-=I 
~ 8. Total Amount disposed of for Di\idends, etc. • 25.2 19.1 10.9 0.2 10.9 4.2 0.2 

9- Carried to Reserves. _'.. • • • • . • . • • • . • 1.5 1.9 O.I 0.2 O.I 0.1 0.2 
IO. Dividends. • . • • . . • . . . . . . • . . 2I.I 15.3 9·4 - 9·4 - -
II. Director's Fees, etc. . . . . . . . . . . . . 1.5 0.91 0.4 - 0.4 

Total as above. • . • . • . . . . . . . . . 
xz.. Carried forward to following year. , . . . . 1.1 1.0 x.oi--..,:-:::.11-:-I:O.:.-:=o-1---4.;-·-;:11--~1 

25.2 1 _t~9~.•~1 ____ •o~.9_1 ____ o~~~--•o_._94-___ 4_.2
1 
___ o_.2_

1 Value of currency in cents of a U.S. dollar at 
the end of each year. • • • . . . . . • II.86 

S.S mii1ioo IChillings. A reconstruction was also example, constitute 12 per cent and 23 per cent 
~ by the Bank fiir Oller-Oesterreich und respectively of its total balance-sheet, as against 
Salzburg. the largest provincial bank in Austria, approximately 2 per cent and 6 per cent in the 
which bad 5Ufkred princiJX'Ily from the losses of case of the other banks. Owing partly to the 
the hutel industry. In contrast with the other existence of a large unsettled debt on account of 
bic Vieu! re banks, whose relations with industry pre-war sterling certificates- this debt was funded 
are DXKe dirf:Ct, the l..iuderbank has maintained a early in 1933-- it avoided large disbursements of 
liquid positioo. Cub and c:ommercial bills, for dividends in the more pr011perous years. 

11.69 
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Balaoee-sheet Summary. 

It is impossible to give continuous series for the 
period 1929-1932 covering all the Viennese banks 
considered. Until 1930, the Creditanstalt did not 
include in its balance-sheet the assets and liabilities 
taken over from the Boden Credit-Anstalt in 1929. 
Thus, for 1929, no published data for the Boden 
Credit-Anstalt are available, and the figures in the 
summary table for that year cannot be CO!Dpared 
with those for previous and subsequent years. 
Again, no balance-sheet was published by the 
Creditanstalt for 1931. In order to facilitate 
comparison, summary figures for the Bankverein, 
the Escompte-Gesellschaft and the Merkurbank 
only are added for each of the years 1930 to 1932. 

The significance of the. changes shown in the 
summary tables in the past few years ca1f only be 

· understood in the light of the events recorded in 
the Introductory Note - in particular, the 

·absorption of the Boden Credit-Anstalt and the 
reconstruction schemes applied in turn to each of 
the remaining banks. It should be kept in mind, 
for example, that the balance-sheet figures for 
1932 exclude the former foreign liabilities of the 
Creditanstalt and the foreign assets of this bank 
which were transferred to the Foreign Assets 
Company. 

Care should also be taken in drawing conclusions 
from the composition of the summary balance
sheets, as the banks do not apply uniform principles 
in drawing up their accounts, and these accounts 
contain relatively little detail. This question is 
dealt with further below. Since its reconstruction, 
the Creditanstalt has changed its methods of 
showing various items, and it is stated in its report 
for 1931-32 that exact comparison with previous 
years is impossible. 

A de facto depreciation of the Austrian currency 
has occurred since the Creditanstalt crisis. The 
value of the schilling in United States cents in 
December 1930, 1931 and 1932, as shown at the 
foot of the summary table, has been calculated 
according to tbe daily quotations on the Basle 
Stock Exchange. 

I. CtJSlr.. 

The figures given consist of actual cash and 
balances with the National Bank. 

3· Disrounls. 
Foreign bills are not shown separately. A 

distinction between bills labelled in Joreign 
currencies and in schillings is, however, made in 
the 1932 balance-sheet of the Creditanstalt, of 
whose total bill portfolio, amounting to 40.5 million 
schillings, 6 millions were in foreign currencies. 

The banks' bill portfolios consist mainly of bills 
of exchange ; discounted invoices . (open book 

accounts) and Treasury bills, which, in 1931, 
appears to have been of some importance, are also 
includ•!d. 

4 and 5· Investments and Se~tn·ities.- Partici patiot~s. 

No distinction is made in the published balance· 
sheets between· Government and other securities. 
On the other ·hand, in so far as the securities 
(Ef/eklen} include shares, the distinction between 
investments and participations ( Konsorlial- und 
Kommanditbeleiligungen) necessarily . becomt·s 
somewhat arbitrary .. 

Since 1929, separate figures have been given 
by the big banks for permanent and other 
participations, the litter representing mainly 
temporacy holdings of new issues subsequently 
placed by the banks. 

Schillings (ooo,ooo's) · 

1929 1930 1931 1932 
------

Creditanstalt : 
Permanent participatioDs 42.1 43·4 . 
Other participations . 10.8 59-1 . 

Escompte-Gesellschaft : 
Permanent participations . 29.8 30.1 31.6 
Other participations . . 42·9 38.o 36·4· 

Wiener Bankverein : 
Permanent participations 

in banks. . 20.5 20.5 '3·4 5-2 
Other participations . 40.8 46.1 4•·• 28.8 

In its balance-sheet as at December 31st, 1932, 
the Creditanstalt abandons the above distinction, 
but alone among the banks shows separately foreign 
(1.9 million schillings and domestic (6.5 million 
schillings) participation~. 

6 and 7· Correspondent Acrounls and Loans and 
Advances. · 

No distinction is made between these two 
items by the Escompte-Gesellschaft nor by the 
Creditanstalt before 1932. · For the other banks, 
the following figures are available : 

Scbillinp (ooo,ooo's) 

1929 1930 1931 1932 

-- ------
Baokverein and Me~kur-

bank: 
Correspondent acta. . . 83 68' 19 19 
Loana and advances . 383 38o 325 323 --

Total, . . . 466 ..,.a 344 ,343 
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lhe n..~ in the summary table repre~t 
•'""JJSt ~.xclusiwly the item DebiloFett, shown m 
the bank ~ts, which covers. in addition 
to correspondent accounts. ad\"alloes on . current 
account (including credits grant~. som~times on 
,~ 1oog term, to the. undertakings directly or 
indirectly cont:rolkd by the banks). the accounts 
o( tbe mercbandise departments of the banks, 
co'l'el' lor aoceptances. and contango and other 
mi;crJlaneous loans and advances. 

u and IJ. CtJpital IJM Reser!Jes. 

For cerWn years, the figures. for capital paid 
u would appear to include considerable amounts , J share capital held by the banks them~ve;;
At the time of its first capital rec_o~struch_o~ m 
1932 the Bankverein cancelled II million schillings , 

d ' in 1933 this bank. cancelled a further 
an ' schillin-' gs and the Escompte-Gesellschaft 
107·500 h' h h d be 18 million schillings of own shares, w IC a en 

111e following details are shown by the 
purchased on the open market. · 

Creditanstalt in, 1g32 : 

• Sostro" accounts with foreign banks. 
Domestic bank accounts. ~ • • • • • 
Advances to assor.iated industrial 
~- . . . . . . . . . 

Public bodies • • . . . • • • • 
Loans on current bank account • 
Other accounts (transitory, etc.) • 

Scbjmags 
(ooo,ooo's) 

8.8 
Jt.2 

,141-S 
49-4 

2II-S 
10.1 

457·5 

of which Z71.4 million schmiogs (59 per centj were 
in foceign currencies. 

In 1929. 70 per cent of the Debifm'M of the 
Cceditanstalt were in foreign currenaes. In that 
year " nostro " accounts with f~reign · -~ 
amounted to approximately 183 million _sch!lhngs. 

The figures for 1932 include claims of the 
Baukverein aDd the Escompte-Gesellschaft on 
the Gese!lscbaft fiir Revision nod treuhlindige 
Venraltnng, amounting to 1o8.s6 millions, on 
account of the sale to that company of frozen and 
doubtful assets onder the scheme sponsored by 
the Government and the National Bank. 

A sum equal to that shown under item 19 has 
been exc!nded from item 7 in the summary balance
sbeet and sbown as " Cover for Aoceptances n 

1IDdel' item 8. 

8. Ca~~nlor Acuf>llmca. 

Stt note oo _ .. Loans and Advances " above. 

9- s-lry Assets. 

7he figure for 1925 represents mainly mortgage 
loans (20.8 millioo schillings) of the Boden Credit
Anstalt and tbat for 1929 the price at which the 
!hare capital of the Boden Ccedit-Anstalt was 
talrd over . by the Cceditanstalt (II milljon 
schillings). Of the figure· for 1930. 33-3 million 
vhiDin&s represent mortgage loans of the 
CteditaDStalt and 152.5 millions the contributions 
.i /Mifh ~lu. on acoount of the Creditanstalt 
(63-1 millioos) and payments in respect of the 
inc:r~:a~e in capital of tbat bank (89-4 millions) 
rderred to ab<Ne. -The 1932 figure covers mortgage 
Jr.- (4o-4 million tchillingJ) and building loans w.s Jnillioa v},mmp) of the Creditalllitalt. 

' 

16 afld 17. Correspondent Accounts IJM Deposits. 

The sums shown under item 17(1J) represent ~he 
aggregate of a number of different accounts w~1ch, 
in the balance-sheets of the~~· ~e combme~ 
under the single general heading KreJitOre,._ This 
item consists mainly of current accounts (of 
private depositors, debtors on indus~ acco~t 
and correspondents) both ~n schillings and m 
foreign currencies. As ment10ned above, the total 
foreign short-term credits (excluding guarantees) 
of the Creditanstalt at the. end of April 1931 
amounted to 442 million schillings ; at the same 
date, the acceptance and ca~ credit~ . of the 
other banks stood at 38o million schtlhngs. 

Certain details are available in the 1932 balance
sheet of the Creditanstalt. Of the total item 
" Creditors " amounting to 328.3 million schillings, 
273·7 millions represent balances in schillings an~ 
54.6 millions those in foreign currencies. Cr~d1t 
balances of debtors- mainly industrial connections 
of the bank- amounted to 69-S million schillings, 
current account deposits to 192.1 million schillings, 
and sundry accounts (which include those of the 
pensions fund, special reserves, transitory items, etc.) 
to 647 million schillings. 

The other sums given in this group of the 
summary table (item 17 (b)) represent . Kt~ssen
scheine, deposits and savings accounts. 

18. ReJiscOtmts. 

Figures relating to rediscounts are available 
for the Creditanstalt as at the end of 1932. 
Rediscounted finance bills (61.02 million schillings). 
are shown under the balance-sheet liabilities 
(included in " Sundry Liabilities " in the above 
sununary table} : rediscounted commercial bills 
(21.2 million schillings), given below the balance
sheet of the bank, are excluded entirely from the 
SUDJmary table. For the other banks and for the 
Credit-anstalt in previous years, no such inform
ation is dublished, rediscounted paper of all kinds 
being merely excluded from the·banks' bill portfolios 
and used to strengthen 'the fonn of asset in which 
the rediscount is furnished- i.e., the " cash " or 
•< correspondent " debtor item. The ,following 
figure~~ of the bill-holdings of the National 
Bank (exclllllively inland billa) throw BOrne light 
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on the use made by the commercial banks of 
re~count privileges during the period under 
reVIeW and serve to illustrate the remarks in the 
Introductory Note regarding the borrowings of the 
Boden Credit-Anstalt in the latter part of 1929, 
the Creditanstalt and other banks in 1931 and the 
Bankverein and the Escompte-Gesellschaft in 1932. 

Schillings (ooo,ooo's) 

1929 1930 1931 1932 1933 
~ 

March 31st • 188 166 92 867 287 
June 3oth. 255 125 529 881 275 
Sept. 30th. 28g g6 68g 323. 225 
Dec. 31St .• 3o6 148 goB 379 

20. Sundry Liabilities. 

The figure for 1925 represents mainly mortgage 
bonds of the Boden Credit-Anstalt, 18.3 million 
schillings, and that for 1930, mortgage bonds of 
the Creditanstalt, 30.3 million schillings. That 
for 1932 covers the following items in the Credit
anstalt balance-sheet : Rediscounted finance 
bills (6r.oz million schillings), mortgage bonds 
(30.6 million schillings) and bonds cowred by 
building loans (37·9 million schillings). 

22. Guarantees. 

Except for the small aval business of the 
Bankverein, no data regarding guarantees are 
available before 1931, in which year the aval 
liabilities of the Merkurbank (which have been 
excluded from the K reditoren of this bank) was 
stated to be 6 million schillings and a new item 
"Guarantees", amounting to 26.8 million schillings, 
was published below the balance-sheet of the 
Bankverein. For 1932, figures are available 
for all the banks considered. A single item 
" Guarantees " is shown by the Bankverein 
22.9 million schillings) and the Escompte
Gesellschaft (18.9 million schillings); ava/liabilities 
are shown by the Creditanstalt (fi8.7 million 
schillings) and the Merkurbank (4-3 million 
schillings). 

23. Other Contingent Liabilities. 

The figure shown for 1932 represents the " live 
claims "of the foreign creditors of the Creditanstalt, 
which became frozen after the crisis of May 1931. 
These claims are not shown in the balance-sheet 
proper, as they constitute a liability, not on the 
assets, but only on the net profits of the bank. 

Summru·y ol Pront-and-Loss Accounts. 

. In the summary table, an attempt has been 
made to show, not only the banks' profit and loss 
position on current transactions, but also the 
extent . of their losses and the manner in which 
these losses were covered. For this purpose, amount 
written off have been divided into those of an 
extraordinary and of an ordinary nature (the latter 
representing the normal depreciation accounts 
included year by year in the banks' profit and loss 
statements), and net profits or losses have been 
shown, a) including and b) excluding the extra
ordinary depreciation accounts. 

As the Creditanstalt has not published any 
complete profit and loss account for 1931, and the 
aC'counts published after the reconstruction relate 
to the two years 1931 and 1932 jointly, it has been 
thought advisable to cover both years in the last 

• 

• October 15th, 1932. 

column referring to all the four banks concerned. 
In this statement for 1931-32, double-counting on 
account of sums brought forward in 1931 has, of 
course, bctn a voided. Separate figures for each 
of the years 1930, 1931 and 1932 relating to three 
banks only (i.e., excluding the Creditanstalt) arc 
also shown. 

Item 7 (b) refers exclusively to the Crcditanstalt. 
The figure for 1931-32 covers not only the purchase 
by the Government of the Creditanstalt bills held 
by the National Bank but also the Government 
bonds issued against the live claims of the foreign 
creditors. The contribution of .the Government 
and the National Bank to the trust company on 
behalf of the Bankverein and the Escompte
Gesellschaft are not included in the above 
table . 
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BELGIUM. 

The histOI}' and characteristics of the Belgian 
banking system and its devd>pment until the end 
of 1929 'ftre summarised in the first edition of this 
publicatioo.. The most important banking events 
in subsequent years ue : , 

(1) The amalgamation by the " Banque de 
.Bruxelles A of all its Belgian banking affiliations 
in I9JI. so that the group of formally autonomous 
institutions previously beaded by this bank now 
form a large unit bank with over 400 branch offices 
controlling about 15 per cent of the aggregate 
oommercial. bank assets of the country. Even 
after this amalgamation, however, the "Banque de 
Bruxelles .. is greatly surpassed in importance by 
the " Societe Generale de Belgique ", which 
maintains. moroover, a large number of affiliations. 
The group beaded by this bank represents some 
45 per cent of aggregate commercial bank assets. 

(:z) The amalgamation<~ efiected within ,the · 
Louvain . group headed by the " Algemeene 
Banhereeniging ", the third among the domestic 
rommercial banks in order of. magnitude ; and 
the formation of another large unit bank. the 
" Societe BeJge de Banque " in 1932 through the 
amalgamation of a number of medium-sized 
banking institutions. 

(3) The failure and subsequent liquidation of 
certain banks of secondary importance. · 

As a result of these events, the total number of 
banks covered by the summary table has dropped 
from 87 in 1929 to 62 in 1932. Thus, the 
movement towards concentration in evidence 
since 1914 has become further accentuated • 

In the absence of official banking statistics, the 
annual compilations of the M OtJiteur des I ntblts · 
Materiels (reproduced. also in the BuUetin ll'lnfor
nultiotJ et de DocumentatiotJ of the National Bank 
of Belgium), which are shown on a very compressed 
balance-sheet form, have been utilised for the 
spmmary table as hitherto. It should be 
remembered that the statistics on which this table 
is based include a number of banks primarily of a 
mortgage or savings bank character and several 
banks which carry on the bulk of their operations 
abroad. • , 

The development of deposits in commercial 
banks in the course of the past few years may be 
compared with\ that in other institutions on the· 
basis of the following figures : 

. 

c Hill! ht"'Cia1 

~~~- Post Cheque 
blnb Bank of the Saw.p Bank Otlic:e Clients' 

total liabilities BoennboDd 'Ia OD paM balauceo at end Total 
10 tbe Jl'lblic total depooita booill ud cfa olyear 

191S . . . . , . . . . . . • . 1$.796 
1939 • . . . . . . . . . . . . 29-363 
19)0 • . . . . . . . . . . . . 30.001 
1931 . . . . . . . . . . . . . a6,593 
19P . . . . . . . . . . . . . a),al4 

In addition to the institutions included above 
~ ~ a large number of mainly rural banks of 
mmor JmportaDce for which deposit figures· are 
DOt availabJe. 

Beta n the end of 1929 and the end of 1932, the 
Wiiiiiit:rcial banks' liabilities to the public fell by 
about be millard francs, a measure of the credit 
c.ontJaction in this period. On the .other hand • 

Francs (ooo,ooo's) 

6SS a.6;n l,oas 20,157 
1.27S s.w6 1,900 38,164 
1,481 7.88o 2,070 41.432 
1,106 . 9.387 . · . 2,18o 39.866 
1,637 10,015 2.¢5 37.331 

de~its in the Post Office savings banks, which 
enJOY a Government guarantee, il\creased by almost 
.f% milliards, and balances to the credit of clients 
in the post cheque system rose by over soo million. 
Deposits, etc., in commercial banks accounted for 
7~ per cent of the total in 1929 as compared 
With only 63 per cent in 1932. 

I 
. n. Ba·'IM .. eo..., Belte the Baaqae 

addecl w doe ItO!' tir::o of the 14..:U.., ODIJ . Com== :U Cooco and tbe Cr6dit Gen6ral du Congo, which were 
.._ •• ....... ,_ the •mma'J' table. 18 l927. que I tab-Beige, added only in 1930. have, however, 



BELGIUll. COMMERCIAL BANKS Table 2 (a). 

SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 

Number of banks. . . . . 

ASSETS. 

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

Ban.k . . . . . . . • . . ~ . . . 
2. Other Items of a Cash Nature . . • . . . 
3· Bills discounted and bought. . . . . . . . 

(a) Treasury bills • . . . . . . . . 
(b) Commercial bill~. Inland. . . . . . 
(c) Commercial bills, Foreign . . . 

· 1925 

96 

1,354 

3,127 

4· Investments and Securities. . . . . . . .1 1 
(a) 'Government . . . . . . . . . ·:· 4•234 (b) Other . . . . . . . . . . . . . 

5· Participations . . . . . . . • . . . . . . 
6. Due from Banks (Correspondents) . • . • • . 

(a) At home .. .' ..... . 
(b) Abroad . . : . • . . . . . . . 

7. Loans and Advances. . ; . - . 
(a) On current account . . . • . . . 
(b) Other •.... _ . . . . . . . • . . 

8. Cover for Acceptances . . . . . . . . . . 
9· Premises, etc.. . . . . . . . . • . . . . .. I 

ro. Sundry Assets . . . . . • . . . 
u. Total Assets . . . . . . . . . . . . • • • 

, LIABILITIES. 

· 12. Capital paid up . . . . • . . . . . . • 
13. Reserve Funds • . • . • . . . . . . . . . • 
14. Profit-and-Loss Accounts, Undivided Profits, etc. 
15. Cheques and Drafts, etc., in circulation . . . • 

. r6. Due to Banks (Correspondents) .- . ·• ~- . . • 
(a) At home ................. . 
(b) Abroad • . • • • . . • . ......• 

17. Deposits • • • • . • • . . . . • . . . . . . 
(a) Current accounts and sight deposits. • 
(b) Savings accounts • • • • . . .. . . • 
(c) Time orfixed deposits . . . . • . . . . 
(d) Other deposits • • . . • . • . . . . 

r8. Rediscounts and other Borrowings . . . . 
19. Acceptances and Endorsements. . . . . . . . 
20. Sundry Liabilities. . . . . • . . . . . . 

· 21. Total Liabilities. . . . . . . . . . . . . . 

22.' Value of currency in cents of a U.S. dollar at 
the end of each year. • • • • • . . . . • . 

8,566 

18,763 

4·5 

1929 1930 1931 

88 62 

Franca (ooo,ooo's omitted) 

·s.7r7 

37,740 

37,740 

2.8 

6,726 

7.154 

21,091 

514 

·38,941 

30,001 

38,941 

2.8 

' 
6,557 

7,208 

447 

33,650 

3,828 
2,755 

474 

33,650 

2.8 

62 

12,002 

473 

30,274 

3.986 
2,653 

421 

23,214 

30,274 

2.8 
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1 and 1. Casl .Assds, etc. 

lhe combinffl. sums shown fur the two first 
~ps include certain amounts of coupons due for 
payment, foreign bank-notes and the balances of 
some minor' banks 1rith the post cheque office. 

3- Bill$ i~111el al bouglll. . 

According to indications in the M oniUttr, the 
sums shown represent net amounts excluding, 
rediscounts. 

4 and s. stJ(;tiT~ _, Participlllior&s. 

F~ available for banks holding about ~alf 
the securities and participations of all Belgian 
colllilBcial banks in 1929 show that less ~an 
IS per cent were in the form of Treasury bills, 
State boods and other public securities, and the 
remainder in the form of private securities and 
participations. 

6, i and 8. Carr~. LoaM arul Adt•ancl's, 
Cover/or Acceplllwces. 

The statistio:s of the Monileur do not contain any 
separate heading for correspondents, the inter
bank accounts being generally merged in the 
pobfuhed balance-shef:ts with those of the ordinary 
customers of the banks. All forms of loans and 
advances are grouped together under the single 
heading " Debtor current accounts " without 
distinrtjon The major part of the current account 
loans reptesents long-term working credits granted 

. by the banks to the undertakings, industrial aqd 
other, which they control 

9 and 10. Premises arul Surulry Assets. 

· 1be statistics of the .!! onikttr do not show 
Jll"erDisec separately from " Sundries ". 

I 1925 

DepoUta . . . . . . . . . . . . 11,264 
CRd-•..•........ P( 
Boads,-.&aaadolberbou,.win 4·53• 

Total . . . . . . . . ·I 15·796 

12. CapiW. 

The amount of the uncalled capital of the bank~ 
considered in the various years is given below : 

I92S .• 
1929. 
1930. 
1931 • 
1932 . 

• 

Francs. (ooo,ooo's) 

• 

The above sums are excluded from both liabilitws 
and assets in the summary table. · 

q. ProfiJ-arul-Loss Accounts. 

The figures shown in the suinplary table represent 
aggregate net profit balances less net losses, as 
follows: 

Francs (ooo,ooo's) 

1925 1930 1931 1932 

Net profif. . . 325 8o4 '!89 . 446 
Net losses. . 10 3 IS 25 
Profit balances 315 Box 474 421 

. 

The statistics of the Moniteut do not contain 
any information on gross profits, expenditure and 
depreciation, or on the disposal of net profits for 
di\ idends.._allocations to the reserves, etc. 

-
15-20. Correspondents, Deposits and Other 

Liabililies. 

Detailed figures for these various items are 
not given in the statistics of the M oniteur. The 
following is the specification available in the years 
under review : 

FraD<a (ooo,ooo's) · 

1929 1930 1931 193• 

21,290 . 20,037 1 17,5o6 

8,C)73 . 4-n• •·154 
1,784 2,95of 

29.363 30,001 I 26,593 23,214 
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Introductory Note. 

Before the creation of an independent Bulgarian developed most rapidly after 18g8. At the end 
State, only a rudimentary credit organisation o~ I932, there were over I,ooo agricultural co
existed in the country. For several decades, the operatives. On an average, they are very small 
National Bank of Bulgaria, founded in 1878 with · institutions, with deposits amow1ting to soo,ooo 
capital entirely subscribed by the State, remained leva p~r co-operative, and loans and advances 
the only important banking establishment ; in totalling some 8oo million leva for all these societies. 
addition to acting as bank of issue and Government The majority of the agricultural co-operatives are 
banker, this institution also transacted commercial credit-distributing agencies of the Agricultural 
and mortgage banking business. It was not until Bank and work Wider its supervision. 
the beginning of the present century that the The popular banks, or urban credit co-operatives, 
general economic and financial situation of the are a more recent development in Bulgarian 
country became sufficiently stable to encourage banking. The first was established in Sofia in 
the organisation of private commercial banks. I903; in I9I4, when a Union of People's Banks 
l'he most important of these - e.g., the General was organised, they numbered 44· The object 
Bank of Bulgaria, the Banque Balkanique and the of these banks is to accumulate the savings of 
Banque de Credit were established in 190S and artisans, small merchants, etc., and to extend 
1906 with the participation of large banks of credit to them. Most of the banks operate in 
Vienna, Paris, Berlin and Budapest. During cities, though a certain nwnber are also established 
and after the war, there was a new wave of private in villages. In general, credit is granted for a 
banking organisation, but the National Bank of period of three months and is usually based on 
Bulgaria and other State-owned institutions have promissory notes bearing three signatures. In 
remained the most important elements in the 1933, there were 200 popular banks, with both 
Bulgarian system. loans and deposits totalling about 2,000 million 

Apart from the Central Bank, the principal public leva. In addition to receiving deposits, they also 
banking institution is the Agricultural Bank, operate largely with resources borrowed from 
organised in 1903 on the basis of small caisse$ the Central Co-operative Bank, a State-owned 
d'utilite ginerale already in existence. In 1927, institution, founded in I9IO, the paid-up capital 
the commercial and mortgage banking activities of which exceeds 100 million leva. During the 
of the National Bank of Bulgaria were transferred economic depression. the Central Co-operative 
to the Agricultural Bank. Its capital stock Bank has frequently been forced to come to the 
amoWJts to some 700 million leva. The bank assistance of the popular banks. Between th«> 
grants direct loans to the agricultural population; end of I930 and the middle of I933. their borrowings 
at the beginning of 1933, it had 409,000 individual from this institution increased by 68o million. 
farmers' debit accoWJts. It also grants credit to The bulk of this increase took place in the form 
the State and communes, fWJctions as a land of advances against paper which the Central Co
mortgage bank, and finances agricultural co- operative Bank could, in turn, rediscount with 
operatives. At the end of July I933, its total the National Bank and other institutions. Its 
advances exceeded s.ooo million leva, of which rediscounts with the National Bank rose by I8o 
2,6oo million was loaned directly to farmers, million leva in this period; its time deposits rose 
1,700 million to co-operative societies, and 8oo by ISS million and its sight deposits by 200 million. 
million to commWJes, etc. Of the loans to farmers, The most important commercial banks propt·r arc 
about half are secured by cattle and the remainder established at Sofia and many of the larger ones 
by demand notes and mortgages. About 75 per are constituted with foreign capital. There were 
cent of the loans to co-operatives are open credits, until recently six " big " foreign banks and four 
the remainder being secured by mortgages or other " big " Bulgarian banks, but, as a result of 
pledges. The bank's deposits have steadily amalgamations which have taken place in the 
increased in recent years, having doubled since course of the economic depression, the number 
I927; at the end of July 1933, its deposits exceeded of big banks has now been reduced to six, of which 
s,ooo million leva, of which one-third were deposits four are foreign. The most important of these 
of the Postal Savings Bank and other public amalgamations was the grouping of the Bulgarska 
bodies, Banka, the Banque Franco-Bulgare. and the 

Agricultural co-operative societies made their Banque pour le Credit National into the Union 
first appearance in Bulgaria around I890 and de Banques Bulgares. In addition, the Banquc 
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. · ,. · the J:>t.utsche Bank The in &;tia and over 100 in the provinces; the clientele 
& Credit ~ • ~th ock banks · B;,,_..;~ of the last group consists largely of small tradesmen, 
JOOSt important JOIDt-st m '-"6-- . t ' . 
~ DOW the Banque C~t"rcialdethltaliU'~te ~t ~~~e importance of the various institu· 
u .. J....- the Banque de Credit an e mon e · th B 1 · banking 
.......,-~. The •• b' "Sofia banks, and tions enumerated above m e. u_ga~ . 
Banques Bulgares. ~ · ~ in particular, play system, and the evolution of th~ pnnCipal ac~ounts 
~ thf>m the _tgn . th import and · during the economic depressiOn, may be JUdged 
u unportant f:t thU: =cm:dus~ concerns. on the basis of the following table, which shows the 
~ ~t. to some extt"nt, the commercial deposits, current accounts,. etc., and the loans, 
~of the smallel' banks. In addition to the investments, etc., of the,vanous groups at the end 
• big " banh, there are about fifteen other joint· of 1929 and 1932. . , 
stock banks and private banking houses located 

- DarosiTS. STC. LoANS, KTC. 

1929 I 1932 . 1929 I 1932 1909 I 1932 1929 I <93• 

Len (.-,ooo's) P,_.,, o{Jo141 Leva (ooo,ooo's) p.,..-,, of Jol4l . 
Jaint....,.,lr. banb 6.959 3.944 5Z JZ 6,9<)4- . 4·47• f}l 33 . . . . . . 

\\,.,...,: . 
' 

Bit Nah ••• - . . . . . . (~030) (2,8o4) (,8) (:u). (4.827) (•.e>•s) (33) (19) 

Odor Nab •••••• .. . ' (1,929) (1,140) (z4) (9) (2,167) (1,847) • (15) (Z4) 

~ Buk ol Balpria • . 3.962 5.374 30 43 4·517 5·•38 3Z 39 

AcDarJtrua1 co-opaatifts • • • )65 495 3 4 754 845 5 6 . 
CartJal Co-opera tift &n1t of Dol-

piia ......... . . . . 6og 659 4 5 459 8<J4 3 1 
l'eaple's bulks • • • • • . . . . 1,458 2,073 zr . Z1 1.974 2,092 Z3 :rs 

. 
Total •.•• . . . . 1].353 12,545 :roo roo 14.698 1),541 :roo :roo 

The grand total of deposits and loans did not 
vaJY considerably over this period, deposits 
declining by only Boo million 'leva. or 6 per cent, 
and loans by 1,150 million, of 1 per cent. The 
various groups of banks were, however, subject 
to widely different experience. Deposits in the 
private banks fell by 3,000 mil\ions, or about 
43 per cent ; the drain on " big ·~ banks and 
pmller joint-stock institutions was of similar 
proportions. . On the other hand, deposits in all 
other gwa~ rose, the increase being particularly 
marked in the case of the Agricultural Bank of 
Bg]g;uia. The share of the joint-stock banks in 
total deposits fell from 52 per cent at the end of 
:1929 to JI per cent at the end of 1933, while that 
of the Agricultural Bank incrt"aSed from 30 to 

· 43 per cent. In the first six months of 1933, 
deposits in the private banks fell by a further 
350 million leva. and those in the Agricultural 
Bank al5o dropped by 250 millions. Loans show 
much the lllJJie development as deposits. Credit 
ntended by the private banks fe1l by 2,500 million 
leva. oc from about one-half to oae-third of the 
total, wtWe the credit extended by the other banks 
incr~ both relatively and absolutely. 

The transfer of ~ from the private banks 
to the Agricultural Bank rt:flects chiefly the desire 
oo the part uf depositors to enjoy the guarantee of 
a put.lic m.titutioD- The withdrawal of deposits 
frllUI private banks would appear: to have been 

encouraged by a section of the Law for the Protec
tion of Deposits of 1931, which suggests that, in 
case of bankruptcy, the depositor is fully secured 
only to the extent of 10 per cent of his deposit. 
Depositors naturally preferred a State institution 
with full guarantee. To· a considerable extent, 
transfers were first made to the Postal Savings 
Bank, which r4Hieposited with the Agricultural 
Bank. The latter pays interest at the .rate of 
7t per cent per annum on the time deposits of 
the Postal Savings Office. 

The joint-stock banks of Bulgaria were not 
subject to any uniform legal regulation until the 
beginning of I9JI, when a Law for the Protection 
of Deposits laid down certain eonditions under 
which they are pennitted , to operate. The 
authorisation of the Minister of Finance is now 
required for the establishment of a bank or a branch 
office; and the paid-up capital must not be less 
than 30 million leva for a bank operating in Sofia, 
20 millions in other important cities and Io millions 
in country districts. A special authorisation is 
required to accept deposits, and, in the case of 
newly established banks, this will not be given until 
one year after the bank has commenced operations. 
The banks may not accept deposits at sight . or 
payable within one month in excess of their 
unimpaired paid-up capital and reserve funds. 
The banks are required to keep with the National 
Bank a guarantee fund amounting to 10 per cent 



BULGARIA.. COMMERCIAL BANKS Table 3 (a)· 

SUMMARY OF POSITION AT THE END OF: 
ACCOUNTS 

1<)26 1927 1928 1929 1930 1931 

~ Number of Banks, Branches and Sub-branches. . IIO II6 128 135 l38 131 9 . \ 

AssETS. Leva (ooo,ooo'a omitted) 

I. Cash .• . . . . . . . . . . . . . . . ' 
87J 

708 721 
· (a) Gold, silver and small coins. • - -. . . 

782 (b) Inland notes and balances with Central 597 6o2 714 
Bank ~ - -. . . . . . .. . . 

2. Other Items of aCash Nature. 26o 163 . . . • . ' \ 

3· Bills discounted and bought. . . . . • . 1,400 1,117 
(a) Treasury bills. . . . - -. . . . . . . . 
(b) Commercial bills, Inland. - -. . . . . . . . 
(c) Commercial bills, Foreign. . . . . . . 1,514 2,110 2,965 3.os6 2,293 - -

4· Investments and Securities. . . . . . . . 207 205 
(a) Government . . . . . . . . . . 46 17 
(b) Other . . . . • . . . . . . . . . . . 161 188 

5· Participations. • . • . • . . . . . . . . . 51 48 
6. Due from Banks (Correspondents). . . . . . 57 61 

(a) At home. . . . . . . . . . . . . . - -
(b) ¢'\broad . . . . . . . . . . . . . 2,793 2,8So 3.483 3.938 3.489 - -

7· Loans and Advances. . . . . . . . . . . . 2,564 2,040 
(a) On current account . . . . . - -
(b) Other . . . . . . . . . . . . • J - -

S. Cover for Acceptances . . . . . . . - - - - - 29 36 
9· Premises, etc .. . . . . . . . . . . . . .158 xSo 203 223 215 275 297 

xo. Sundry Assets. . . . . . . . . . . 2S7 3S2 405 5II 545 1,133 1,173 

II. Total Assets . . . . . . . . . . . . . 5,349 6,154 7,838 8,442 7,412 6,684 5,861 .. 
LIABILITIES. . 

12. Capital paid up . . . . • . . . . . . . . 726 791 Ss8 1,002 x,oss ![,129 1,107 
13. Reserve Funds . . . . . . . . . . . . . • . II4 12S 149 ISS 162 174 IS2 
14· Profit-and-Loss Account, Dividends Account, etc. 99 87 IOS uS II4 62 30 
15. Cheques and Drafts, etc., in circulation . . . . - - - - - 20 . 19 
16. Due to Banks (Correspondents) . . . . • 96 78 . . . . 

(a) Athome ............ . . . - -
(b) Abroad . . . . • • . . . . . ' . . . . - -

17. Deposits, etc. . . • • . . . . . .... 4·449 3.918 
. · (a) Current account and sundry deposits 4;198 4.9S3 6,563 6.959 5,S87 - -

(b) Savings accounts . . . . . . . . . - -
(c) Time and fixed deposits •. . . . . - -
(d) Other deposits . . . . . . . . . - -

xS. Rediscounts and Other Borrowings. .. . - -
19. Acceptances and Endorsements . . . - - - - - 29 36 
20. Sundry Liabilities. . · . . . . . . 212 x6s 163 208 164 725 491 

. 21. Total Liabilities. . . . . . . . 5,349 6,154 7,838 8,442 7,412 6,684 5,861 

22. Rediscounts . ' - - - - - 400 277 . . . . . . . . . . . . . 
23. Guarantees • . . . • . . . . . . - - - - - 408 361 
24. Value of currency in· cents of a U.S. dollar at 

the end of each year : . . . . . . . . . . , 0.73 0.72 0.72 0.72 0.72 0.71 0.72 
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of thdr sa.\ings d.-posits. By an amendment of 
· Yay 1933o tht'y are further required to keep with 
the National Bank a reserve of 5 per cent of all 
deposits. which may only be withdrawn for the 
pa)-ment of d.-posits and not for new investments. 
Half of the above 10 per cent reserve may be 
replaced by bills discountable at the National 
Bank. The same applies to the 5 per cent reserve, 
subject to the consent of the Bank Board. Amo!_lllts 
equal to two-thirds of savings deposits must be 
kept in the form of commercial paper not exceed
ing three months' maturity, merchandise warrants 
oc State obligations. Investments in private 
secwities are limited to one-quarter of the bank's 
own resources. Ten per cent of net profits must 
be set aside each year to constitute a reserve fund 
until the latter is equal to the authorised capital. 
At least one-half of the reserve fund must be 
invested in State obligations. The law also 
provides foc the setting-up of a Banking Council 
whose functions are to supervise the enforcement 
of the law, to draw up a model.balance-iibeet form 

on which the banks now submit periodic statements, 
to examine the latter, and to advise the Ministet : · 
of Finance with regard to granting permits for 
new banks, etc. It also provides for the institution· 
of special' boards of administration for banks 
which, although not being in a position to meet 
all their engagements, are allowed at least in part 
to continue.operations under public control instead 
of entering into immediate liquidation (deferred 
liquidation procedure). 

Statements showing in considerable detail the 
situation of some 130 joint-stock banks at the end 
of each quarter since September 30th, 1931, have 
been published in the Monthly Statistir.al Bulktin 
of the National Bank of Bulgaria. Earlier figures 
for all these banks are not available in the same 
detail. The aggregates (calculated from published 
annual reports) which are given for preceding 
years in the attached summary table, however,· 
allow of at least rough comparisons for the principal 
items back· to 1926. Detailed profit-and-loss 
accounts are not available. 

• 

Balanoo-sheel Summary. 

I and z. . Cal aflll OIJw Cash Items. 

The " other cash " items, representing sight 
claims on banks other than tile National Bank, 
wiUch are given under group 2 since 1931, were not 
shown separately from coins, notes and balances 
with the Central Bank prior to the adoption of the 
standard balance-sheet form. 

3- !Jills discour&led •fill botlglrl. 

This item includes loans against promissory 
notes representing almost half of the amounts 
shown; since 1931, it excludes rediscounts (see 
note to group 18 below). 

.f. I 11vestmet~U a fill Securities. 

Government securities include treasury bills. 

6. Due jrtmJ BaNks {Correspoflllenls). 

No distinction is made in the official statistics 
between amounts dne from banb at home and 
abroad. In the yean prior to 1931, correspondents 
are not lbown separately from loans and advances. 

1· u-, aflll AdwlfiUI. 

Detaikd figures available Iince 1931 show that 
about 20 _per cent of the loans are made against 
mtJ"cbandite and the remainder on other security 
~ DCJte to pr~g group. · 

9· Suflllry Assets. 

This item includes credits in litigation (i.e., 
doubtful loans), protested . bills and losses, in 
addition to sundry accounts not specified. At the 
end of 1931 and 1932, the first two sub-itt!ms 
(which were not shown separately in preceding 
years) amounted to the following sums : 

Leva (ooo,ooo'o) 

. - 1931 19JZ . 
Credits in litigation . . . . 391 '448. 
Protested bills. . . . . . . 134 169 • 

Total. . 525 617 

The ~otal of t~ more liquid portions of the bill 
portfolio (cxcludmg rediscounts) and the loans 

· shown under groups 3 and 7 of the summary table 
amoun~ed t? 3,¢4 and 3,157 million leva 
~especbvely m the two years considered. Thus, 
m 1931, over II per cent and, in 1932, over 16 per 
cent of total credits outstanding were shown as 
bad or doubtful assets. 

14. Profi.t-aflll-Loss Account. etc. 

The sums shown under this heading represent 
the aggregate net profits of the banks which made 
profits, The net losses incurred by other banks are 
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not deducted from the net profits as here shown, since 1931 as follows: 
but are included under sundry assets, to the 
following aggregate amounts : ' 

Leva (ooo,ooo's) 

1926 1927 1928 1929 1930 1931 1932 

• 
I 29 2 8 IS 54 31 

It will be seen that, in 1932, for the banking 
system as a whole, the losses exceeded the profits. 

16. Co"espondents. 

Sums due to banks at home and abroad arc not 
shown separately in the statistics. 

17. Deposits. 

The detailed composition of deposits is shown 

Leva (ooo,ooo's) 

1Q31 1932 

Savings deposits, up to one 
·month. . . . . . . . 1,640 1,436 

Savings deposits, more than 
one month. . . . . 226 165 

Commercial deposits 2,001 1,929 
Other creditors . 582 388 

Total deposit~ . . 4·449 3.918 
.. Whereof : in foreign currencies 863 392 

18. Redis,o1mts and Other BorroW1"ngs. 
Since 1931, rediscounts are shown as contingent 

liability outside the balance-sheet; see group 22 
of summary table. 
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Inwoouliory Note. 

The cndit system of Czechoslovakia is composed 
of a great variety of institutions, forming grouJ?S 
with more or less specialised functions. The mrun 

groups are enumerated , below. Their relat!ve 
importru1ce may be judged from the figures showm_g 
their aggregate capital and reserves and the1r 
deposits or other liabilities to the public in 1930. 

l!OIIdsand 
1930 Number of baDb Capital and reoerws creditors I I Deposits and I debeotW'eS, etc. 

' KC. (ooo,ooo's) 

(•} Joint-stock banks • • . • • •• 
f•J Banks without share capilal ••• 
(&} Joint-stock credit institutions in 

Slor.akia iUJd Rutbenia • • • • . 
(tl} limiUd liability parmenbips 

IG. m. b. H.l • • • • • • • • . 
(•} Savings banb • ; • • • • • • • • 
(I} Co-opelative cndit asociations 

(Sclmltze.Dditzsch) • • • • • 
( rJ Co-opelative cndit asociations 
~) . . . . . . . . . . -

2J 

9 

79 

16 
J66 

' J,8JS 

26 

621 

742 

IJI 

362 
4-725 

-
-
-

IJ,IZ2 -
- . s.•SJ 

(I} Co-ope<atin: cndit aooociations In 
Slowakia and Rutbenia • • • • . 1,1o6 61 'f96 -

(i} C...tcalco-operatin:aooociations • • 53 342 2,115 -
(i} Apicaltrn21 district banb. • • • • ---=17:-"'-- ---::--12..:;.5 __ , ---::•.:..·040-'---1 

Total • • • • • • • • • • 1.ss5 6,100 81,029 

-
s.o&7 

0 

·Of the above groups of credit institutions, only 
(•} - i.e., the joint-stock banks in Bohemia, 
.Moravia and Silesia - represents commercial 
banking proper ; but the other groups compete 
in cenain fields with the joint-stock banks, which, 
though disposing Qf more than one-half of the 
ao;gr~ capital and reserves, held only one-third 
of total deposits at the end of 1930. It should be 
noticed, however, that the deposits with the other 
credit institutions are inainly of the character 
of aving5 deposits. For this and certain other 
rdiiJIIS indicattd in the last edition of this 
l/-MUlww, only .the banks in the first group 
are taken into account in summary tablet 

(a) and (b). The reduction in their number since 
1925 is mainly due to amalgrunations. 

In April 1932, .a new baAking law was passed in 
Czechoslovakia to supersede that of 1924- Under 
the new law, joint-stock banks may be established 
only with the permission of the Minister of the 
IIfterior, which is also required for the opening of 
branches, changing of capital, amalgrunation and 
alteration of statutes. The public control over 
banking activities is extended. A department of 
the Ministry of Finance has full rights to inspect the 
books of any joint-stock bank or limited liability 
company carrying on banking business, to put 
banks into liquidation, bring about amalgama
tions, etc. 
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CZECHOSLOVAKIA. COl\11\IERCIAl. BANKS Tabl(l 4 (o). 

SUMMARY OF POSITION AT THE 
END OF: 

ACCOUNTS 

1925 1929 1930 

Number of Banks . . . . . . 32 22 23 

AssETS. Korony (ooo,ooo's omitted) 

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

· Bank • • . . . • • . . . . 
2.' Other Items of a Cash Nature . . . . . 
3· Bills discounted and bought . . . 

(a) Treasury bills . . . . . . . 
(b) Commercial bills, Inland. . 
(c) Commercial bills, Foreign . . . 

4· Investments and Securities. . . . . 
(a) Government • . . • . . . 
(b) Other . . . . . . . . 

5· Participations. . . • . . . . . . . . 
6. Due from Banks (Correspondents). 

(a) At home. . . . . . .•. 
(b) Abroad • . . • . . . . . 

· 7· Loans and Advances. • . . 
(a) On current account . . 1 

(b) Other . . . . . ·. . 
8. Cover for Acceptances. . 
g. Premises, etc. • . . . .. 

10. Sundry Assets . . 
II. Total Assets . . . . . . . 

LIABILITIES. 

12. Capital paid up. . . . . . . . . . . . 
. 13. Reserve ;Funds • · . . . . . . . . . . . . • . 

14. Profit-and-Loss Accounts,DividendAccounts,etc. 
15. Cheques and Drafts, etc., in circulation . : 
16. Due to Banks (Correspondents) . . . . . . . 

(a)Athome... . . . .... 
(b) Abroad . . . . . . . 

17. Deposits . . . . . .· . . . . . . . . . . . 
(a) Current accounts and sight deposits. . 
(b) Savings accounts . . . 
(c) Time or fixed deposits . . . . . 
(d) Other deposits . . . . . . . 

18. Rediscounts and other Borrowings . 
19. Acceptances and Endorsements. . . 
20. Sundry Liabilities. . . . . . . . . 

17.786 

II 

343 
637 

26,029 

16,036 · 
8,657 
7-338 

II 
1,186 

. 26,029 I 

22. Value of currency in cents of a U.S. dollar at ~ 
21. Total Liabilities. . . . . . . . 

the end of each year. . . . . . . . 2.9638 I 

2,010 

2,725 

1,054 

20,643 

31,345 

1,845 
1,382 

253 . 

18,630 
9.703 
8,927 

2.9625 

1,323 
2,818 

2,818 

1,100 

415 
868 

31,952 

1,852 
1,431 

205 

19,871 
9.9]2 
9.899 

1,555 
31,952 

2.9625 

I 

1931 

23 

2,157 

2,157 

821 

531 
853 

26,956 

1.533 
I,OII 

66 

5.542 

17,382 
8,28, 
9.097 

26,956 



CZEfHOSLOY . .\KU .• COMMERCIAL BANKS ··'fable 4 {b). 

. 
\ 

SUMMARY OF PROFIT-AND-LOSS 
ACCOUNTS AND DISTRffiUTION . OF PROFIT FOR THE YEARS : 

ACCOUNTS 

1929 1930 I 1931 1925 
. 

. 

X umber of Banks. . . . . ' 
. . ' . 

• 
. . . . . . . 32 22 23 23 

Korony (ooo,ooo's omitted) 
' 1,845 1,852 Capital paid up. . . • . . . . . . . . . . . . . 1,859 1,533 

Resenes and Undivided Profits • . . . . . . . . 922 1,405 1,453 1,039 

"' 
1- Gross Profits • . . . . . . . . . . . . . 961 884 826 639-

' 
To be tkduckd: 

.. 

2. Expenses ..•• . . . . . . . . . . . . 68o 630 · 620 · 550 
(•) Salaries, etc. . . . • • . 426 

. 
HS . . . . . : 479 477 

(b) Other worldng expenses • . . . . . . 104 86 8r 68 

(c) Taxes, etc.. . . • . • • . . . • . . 150 6S 6:z 37 

3- Reserve for Pension Funds, etc .. - 16 13 15 2 . . . . . . 
... Written off on (Depreciation Accounts for). . 33 . 23 23. 693 

( 11) Premises, etc. • . . . . . . . . . . II J:Z 14 12 

(b) lnve;tments and securities . . . . I ' . 676 
(c) Other assets • 

22 .JJ 9 I . . . . . . . . . . . s 

5· Remaining Net Profit • . . . . . • . . . . 232 218 168 -607 
6. Carried forward from preceding year. ' . . . II '22. 22· 28 

1· Taken from Reser\'es or Capital. , • • . . . . - - - 642 
' 

8. Total Amount disposed of for Dividends, etc .• 243 240 190 64 . 
-

9- Carried to Reserves. -. . . . . . . . . . . . ' 86 52 24 8 
10. Dividends. . . . . . . . . . . . . . . . . 135 154 129 33 
n. Directors' Fees. etc. . . . . . . . . . . . . II 12 9 2 
IZ.. Carried forward to following year. . . . . . II 22 28 21 

' 
13- Total as above. . . . . . . . . . . . . . . 243 240 190 64 

14- Value of currency in cents of a .U.S. dollar at 
the end of each year. • . . . . . , . . 2.¢38 2.¢25 2.9625 2.9625 

Balanee-llheet Summary, 
I. C<M. 

The figures given are composed as follows : 

Kc. (ooo,ooo's) 

19'15 1929 1930 I 1931 
----------------------1----~----1---------- --------- ----------
c...lo (K• .. _ltatt) • • • . • • . . 
Sipt ... .. witla tbe Ceaual Back aad 

tM l'lloto·•• pe Clearillc Offiu •• 

T-1 ; . . . . . ' ' ·I 
197 I,OJ9 967 ' l 
7411 971 869 

1.645 2,010 1,8J6 ll-.----1 ...... 7_15:---

1,175 
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The figure shown for I93I includes sight balances 
with other banks, part of which were previously 
shown separately under group (2) and foreign notes, 
also formerly shown in that group. No distinction 

Money on call with domestic banks 
C\lotes, bills and cheques, etc., in foreign 

currency . . 
Total . . . 

See note to group (I) above. 

3· Disco1mts. 

1925 

6t8 

293 

911 

The figures given represent exclusively domestic 
commercial bills. The Czechoslovak Govemment 
does not, as a mle, raise short-term credits by 
issuing Treasury bills, but by means of short-tenn 
bonds. Holdings of these short-tenn bonds by 
the commercial banks are included under securities. 
The foreign bills held by the banks are inclU(:II-d 
in group 2 above ( cf. note 2). 

5· Participations. 

The figures given represent various forms of 
participation such .jJ.S permanent participations 

Debtors 
1925 

Cmlits covered by securities . . . 2,595 
Other debtors from the banking business. IS-J46 
Debtors of the Commercial Departments. 45 

Total . . . . . 17.786 

The first item above represents contango and 
other advances for operations on the Bourse, 
lombard loans, etc. The second item is composed 
of a variety of accounts which, though representing 
operations of different character, are not shown 
separately in the banking statistics. 

It consists mainly of current account advances 
and more especially the credits granted, generally 
on very long term, to the undertakings directly 
or indirectly controlled by the banks. In addition, 
it includes the amounts due from banks and 
correspondents, excepting the money on call 
mentioned in note 2 above. As cover for 
acceptances is not shown separately, an amount 
equal to· the aceeptances given under liabilities 
has been deducted from the item " Other debtors " 
as shown in the official statistics and carried to 
group 8 of the table. 

The third item above represents credits granted 

is made among these items. 

2. Other Items of a Cash Nature. 

The figures given are composed as follows : 

Kt. (ooo,ooo'•l 

1929 . 1930 1931 

530 725 -
5'4 598 218 

1,0(4 I 1,323 218 

in banks and bankings firms, etc. It woukl appear 
that most of these participations are of an industrial 
character ( cf. introductory note given in 'the last 
edition of this AI emorandum). 

6. Due from Banks. 

Not shown separately : included in " DebtorS 
in current account" (cf. note 7 bt>low). 

· 7· Loans and Advances. • 

The sums in this group of the table are shown 
in the Czechoslovak banking statistics under the 
general heading " Debtors ", and are composed 
as follows : 

. 
}(t. (ooo,ooo's) 

1929 1930 1931 

3.126 2,774 1.7,59 
17.495 17.730 15.443 

22 43 40 
20,643 20,548 17,242 

by the banks' comme~:cial departments for goods 
sold but not yet paid for. 

8. Cover for Acceptances. 

The sunis shown in the table are included in 
the Czechoslovak statistics in the group " Debtors " 
(see note 7 above). 

g. Premises, ek. 

This item represents the aggregate book v-J.iue 
of the real estate, furniture, etc., held by the banks 
for their own use. Certain other real estate held 
by some of the banks has been included in thl' 
summary table in the " Sundry Assets ". 

10. Sundry Assets. 

The composition of the sums shown in the table 
is given below : 
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.1925 

Mortgage, municipal, land improvement 
and railway lllllls • • • • • • • • 192 

Real estate not for the banks' own nse. . 71 
Temporary and sundry accounts • . . 374 

Total . . . 637 

The mortgage, municipal and railway loans are 
financed by the issue of bonds and debentures. 
As these operations do not enter into the normal 
field of activities of commercial banks, the loans 
have been included in sundry assets and the bonds 
and debentures in sundry liabilities. 

The last item of the above statement consists 
mainly of internal administrative accounts of thE' 
banks. 

II and 21. Total Assets and Liabilities. 

~ot including the following amounts of comptes 
d'ordre: 

1925. . . . . • 
1929. • • . • • 

Kc. (ooo,ooo's) 

4,500 1930. 
7,286 1931. 

14· Profit-and-Loss Accounts, etc. 

7·393 
7.144 

The sums given represent net profits of the year. 

1925 

Deposits on savings account . 6,815 
Kassenscbeine . . . . . . 523 

Total . . . . . . 7·338 

The figures shown under (d) represent creditors 
of the commercial departments of the banks. 

1925 

Bonds and debentures issued . . . . . 192 
Other accounts of the mortgage depart-

ments . . . . . J 
Pen~on funds lJ9 Ut~rfund!ln~~inga~~·er·fo; l~s.~: 2J 
Temp<m~ry aod oundry accounts. . . 8J! 

Total . . . . . . 1,186 

With regard to the first two items representing 
the liauilities of the mortgage departments of the 
lla.rak.i, !M:e note to group 10 above. The last item 

Kl!. (ooo,ooo's) 

1929 1930 1931 

272 368 485 
82 65 68 

402 435 300 
756. 868 853 

16. Due to Banks (Comspondents). 

This item is shown in the Czechoslovak banking 
statistics under the general heading " Creditors : 
Financial Institutions ". The amounts due to 
foreign banks are not separated from those due 
to domestic institutions. 

17. Deposits. 

The figures shown under (a) are given in the 
official statistics as " Creditors in current account " 
(other than financial institutions; cf. note 16 above). 
This item is composed mainly of sight deposits, 
but also includes deposits on longer terms. 

The combined figures for (b) and (c) are composed 
of savings deposits and Kasscnscheine, as shown 
below : 

KC. (ooo,ooo's) 

1929 1930 1931 

7.865 8.J96 7.877 
1,o62 1,503 1,220 

8,927 9.899 9.097 

' 
20. Sundry Liabilities. 

This item is composed of sevcr<~.l accounts shown 
separately in the official statistics as follows : 

Kc. (ooo,ooo's) 

1929 1930 1931 

268 J62 48j 

2 2 2 
220 2J8 21J 

34 68 IS 
924 8Bs 703 

1,448 •.s 55 1,422 

. ' 
IS composed mainly of internal administrative 
accounts, which do not represent direct liabilities 
to the public, 
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Smumnry of Profit-and-Loss Account.s. 

I. Gross Profits. 

The figures given are composed as follows 

1925 

Interest and discounts . . . SJI 
Provisions and commissions . JIO 
Profits on securities, investments and 

participations . . . HI 
Sundry profits . 9 

Total gross profits . 961 

In conformity with the banking practice in 
most countries, net figures for interest earned are 
given above. These figures have been calculated 
by deducting interest paid on deposits and other 
outgoings on account of interest which are shown 
under the expenses in the official Czechoslovak 
banking statistics from the total of the interest 
receipts as given in these statistics. The same 
method has been followed in calculating the sundry 
profits. 

1925 
•. -

Reserved for : 
Pension fund!' . 9-0 
Other funds not serving as cover for 

losses . 2.1 

Other purposes . . 4·7 
Total .,.s 

KC. (ooo,ooo's) 

1929 1930 1931 

510 484 451 
287 270 2J6 

]0 58 - 67 
17 14 19 
~--- ------- --------------

884 8J6 I 039 

2. Expmses. 

Not including interest paid and sundry expenses 
other than working expenses proper, tax•·s paid, etc. 
(see note I above). 

J. Reserved for Pension Funds, etc. 

The figures given include, in addition to amount• 
reserved for pension funds, sums set asitk for 
certain other purposes, as shown below : 

K.;. (ooo,ooo's) 
. ~--

1929 1930 1931 

8.9 8.4 0,4 

2.1 0.2 -
•·4 5·9 r.6 

'3·4 14. s 2.0 



DENl\IARK. 

Introductory Note. 

The number of independent banking units 
operating in Denmark is comparatively large, but 
most of the banks are small and purely local in 
character, each serving the financial requirements 
of a very restricted area. There is, however, a 
considerable concentration of resources within the 
commercial banking system; thus, at the end of 
1932, the seven most important banks, of whlch 
five are in Copenhagen, accounted for about sixty 
per cent of the commercial bank capital and 
reserves and of the deposits. The three most 
important banks - namely, Den Danskc 
Landmandsbank, Privatbanken i Kjobenhavn and 
Kjobenhams Hande'sbank - accounted at that 
time for almost half of all commercial bank deposits 
in Denmark. 

The importance of the commercial banks to the 
whole credit system of the country may be judged 
from the statement opposite, comparing the total 
of their deposits with those of the savings banks 
and with the" cash bonds" of the credit associations. 

It will be noted that, in recent years, the savings 
bank deposits have exceeded the total of all forms 
of deposits with the commercial banks, and that the 

Kroner (ooo,ooo's) 

1929 1930 1931 1932 
• 

Commercial banks. 1,992 2,IIO 1,960 1,889 
Savings banks 1 • . . 2,120 ·2,202 2,153 2,145 

Bonds in circulation 

Credit associations 1 . 3·973,4,180 14,4861 -
• March 31st following year. 

funds raised by the credit associations have be(·n 
about equal to the aggregate of the deposits of tht• 
commercial and savings banks combined. This 
preponderance of institutions providing long
term credits, mainly of a mortgage character, 
reflects the importance of agriculture in the 
economic life of the country. The commercial 
banks are primarily engaged in financing industry 
and trade. The tables of the present chapter an· 
based on the detailed statistics published in the 
annual reports of the Government Bank Inspector · 
(see introductory note given in last edition of this 
memorandum). , 

Balnnee-sb!'et Summary. 

r. Cash. almost exclusive! y of divisionary coins. The 
Item (a), shown separately since I92I, consists composition of ijem (b) is given below: 

l92S 

Notes of the National Bank 29·4 
Sight balances with the National 

Bank . . . . . . . . 50·5 
Total . . . . 79·9 

3· Discounts. 

Including r<:discounts which are shown as a 
special item under liabilities in the official banking 
statistics and are given separately in group r8 of 
the summary table. Foreign notes and coins are 
indudl'.d in the figures for foreign bills. 

TIJ.C Danish Government does not, as a rule, 

Kroner' (ooo.ooo's) 

1929 1930 1931 1932 

JI.5 J2.0 25.1 24.6 

43·2 57-7 48.6 u3.5 

74·1 89·1 7J.7 1J8.I 

' 
borrow in the market through the issue of Treasury 
bills, although it is authorised to do so within 
certain limits under a Law of December 2oth, 1924. 

4 and 5· I nveslment& and Securities; Parti
cipations. 

Details are shown below : 
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DEIDIARK. COMMERCIAL BANKS Table 5 (a). 

SUMMARY OF POSITION AT THE E:s'D OF: 

ACCOUNTS 

1<)30 1931 

------------------- ----1---- --- ---1---1 

Number of : Banks . . . . . . . . . . . . . . • 
Branches and Sub-Branches 

AssETS. 

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

Bank . . . . . . . . . . - -
2. Other I terns of a Cash Nature . . . 
3· Bills discounted and bought . . . 

(a) Treasury bills. . . . . . . 
(b) Commercial bills, Inland . . . 
(c) Commercial bills, Foreign 

4· Investments and Securities. . . 
(a) Government . . . . 
{b) Other . . . . 

5· Participations. . . . . . . . . . 
6. Due from Banks (Correspondents). . 

(a)Athome . ...... . 
(b) Abroad . . . . . . . . ...... . 

7. Loans and Advances. . . . . • . 
(a) On current account . . 
(b) Other . . . . ......... . 

8. Cover for Acceptances. . . . . . . 
9· Premises, etc. . . . . . . 

10. Sundry Assets . . . 
II. Total Assets . . . . . . . . . . . 

LIABILITIES. 

12. Capital paid up. . . . . . 
13. Reserve Funds . . . . . . . 
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 
IS- Cheques and Drafts, etc., in circulation . . 
16. Due to Banks (Correspondents) . . . . 

(a) At home. . . . . . ... 
(b) Abroad . . . . . . . . . . . 

17. Deposits . • . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits ... 
(b) Savings accounts . . . . . . . . 
(c) Time or fixed deposits . . . . . 
(d) Other deposits . . . . . . . . . . 

I8. Rediscounts and other Borrowings . . 
19. Acceptances and Endorsements. . .... 
20. Sundry Liabilities. . . . . . . . . . . 
21. Total Liabilities. . . . . . . . . . 

22. Value of currency in cents of a U.S. dollar at 
the end of each year. . . . . . . . . 

IS6 
514 

ISO 
550 

ISO 
575 

179 
5S2 

Kroner (ooo,ooo's omitted) 

79·9 
22.9 

459-1 

452-5 
6.6 

5SS.5 
98.5 

490.0 

77-2 
2.5 

386.1 
I 7· I 

5S3.o 
I02.8 
480.2 

197-8 216.9 
II3.0 79·3 
84.8 I37.6 

I,573-2 1.454-6 
I,27I.8 I,I60.2 

301.4 294·4 
42-5 2.5 
70-5 79-7 

2 57.0 I--,--7!.:1:..:C.9::., 
3,293.8 2, 913.6 

251-9 
I27.2 
31.4 

533·8 
235-9 
297-9 

2,121.3 
588.8 
578. I 
954·4 

279·4 
138-9 
38.6 

383-4 
265. I 
I 18.3 

1,992.1 
550.6 
543-3 
898.2 

4I6.7 
11.6 

655.4 
99-2 

556.2 

194·9 
77·3 

117.6 
I,446.8 
I, I37.0 

309.8 
2.7 

79·7 
107.6 

3,036.3 

354-9 
234.2 
I20.7 

2,110.0 
6I4.2 
575·7 
920.I 

73·7 
26.6 

42S.8 

·124·4 
4·4 

577-3 
79-2 

498.I 

120.1 
77·6 
42-5 

1,423.0 
I, 100.1 

322.9 

4·1 
84·7 

II9.8 
2,861.0 

2S0.3 
126.t 
23-3 

353-5 
285·7 
67.8 

1,959·7 
544-9 
535.8 
879·0 

175 
590 

J40.7 
2.6 

I 38. I 

31.7 
351.3 

346.I 
5.2 

577-3 
89.2 

488. I 

147-3 
90-5 
56.8 

1,281.7 
984.I 
297-6 

0.9 
84·9 
86.8 

2,702.6 

2SI.4 
J41.6 
20.9 

297·8 
2I9-9 

77·9 
1,888.9 

533-2 
476.2 
879-5 

9·9 
42-5 

175-8 
3,293.8 

19-9 21.6 20.8 27-7 

24-75 

2.5 2.7 4.1 0.9 
58.8 87.3 93.1 43·4 

-~~-~--~~~~~~~- -- --
2,913.6 3,036.3 2,861.0 2,702.6 

26.8o 26.8o xS.59 1].01 



DE.YUARK. CG:InlERCIAL BANKS Table 6 (b). 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS 

FOR THE YEARS ; 
ACCOUNTS 

1925 I<)2C) 1930 1931, 1932 

-
Number of Banks. . . . . . . . . . 186, ISO. x8o 179 175 

l<roner (ooo,ooo's omitted) 

Capital paid up.. . . . • . . . . . . . . 251-9 279·4 282.3 280.3 28I.4 
Reserves and Undivided Profits . . . . . . 144-4 156·3 159·6 137·3 149·9 

I. Gross Profits . . . . . . . . . . 96.9 75.9 79.1 80.3 87.4 

To be deducted: 

2. Expenses . . . . . . . . . 37-4 33-3 34.1 34·6 33-9 
(a) Salaries, etc. . . . . . . 2 4·4 21.4 21.7 21.5 12.~ 

(b) Other working expenses . . . . 10.5 9-5 10.0 10.8 10.4 

(c) Taxes. etc .. . . . . . . . 2.5 2.4 2.oj 2.3 1.3 
1 Reserved for Pension Funds, etc, . . o.s 0.8 0.9 O.(j l.J J' .+ Written off on (Depreciation Accounts for) . . 203·4 13.8 17-7 52.') r8.g 

(a) Premises, etc. . . . . . . 5.1 1.2 1.2 1.0 1.9 
(b) Investments and securities. . . . . 55-5 0.2 0.2 4°·7 1.4 
(c) Other assets . . . . . . . . 142.8 12.4 16.3 11.2 15.6 

5- Remaining Net Profit<+> or Loss (-). ' +26.4 -8.1 +33.3 . . -144.4 +28.0 
6'. Carried forward from Preceding Year . . . 17.2 17-4 16.4 II. I 8.3 
7· Taken from Reserves or Capital .... . . . 123-4 6.9 3-4 24·3 2.5 
8. Deficit left uncovered . . . . '·. . . . . . . 43·7 - - 0-4 0.4 

9· Total Amount disposed of for Dividends, etc .. . 39.9 52.3 46.2 27.7 44.5 
---- ----· 

10. Carried to Reserves . . . . . . . . . . 7-5 12.7 II.O 3-2 Q-4 
n. Dividends . . . . . . . . . . . 14.2 18.7 19-5 13·4 18.o 
12. Director's Fees, etc . . . H 3·9 3-9 2.4 4-2 
13. Other Purposes. . . . . . . . . . . 0.2 0.3 o.6 0.4 2.7 
14. Carried forward to Following Year. . . . . 13.6 16.7 II.2 8.3 10.2 

---
15. Total as above . . . . . . . . . 39.9 52.3 46.2 27.7 44.5 

16. Value of currency in cents of a U.S. dollar at 
the end of each year. . . . . . . . . . . . 24-75 26.8o 26.8o x8.59 17.01 



DENMARK 

Govemmen t bonds • • 
Municipal bonds • • . . • . . 
Bonds of credit associations, etc. . . 
Mortgages bonds ( Panteobligalioner) 
Other Danish bonds • . • • . • . . 
Shares • • • • . • • • • 
Foreign bonds and shares 

Total , 

59·3 
39·• 

130.2 
165·9 
92.4 
9J.7 

7·8 

The Government and Municipal bonds are 
shown under 4 (a) in the summary table. The 
swns given under 4 (b) represent the totals of the 
other items shown separately above. It will be 
noted that the banks invest a substantial portion 
of their funds in mortgage bonds and bonds of 
credit associations. The credit associations. 
conduct mainly a mortgage business. 

The reports of the Bank Inspector do not indicate 
the character of the shares held by the banks; 

1925 

Foreign currency . 7'·3 
Danish currency . . . . . '3·5 

Total . . 8+8 

7. Loans and Advances. 

The current account advances of the Danish 
banks are granted mainly in the form of " cash 
credits ". The sums shown under (b) in this 
group of the summary table consist of loans 
against collateral or personal guarantee. The 
composition of these loans is not shown in the 
statistics or in the balance-sheets of the banks. 

8. Cover for Acceptanus. 

As the Danish banking statistics do not show 

1925 

Sundry debton uo.8 
Interest accounts . 4·6 
Deficit . . . 131.6 

Total . . 257·0 

The item " Sundry debtors " includes the 
accounts of the mortgage department of the 
Landmandsbank. The item " Deficit " consists 

84·3 
18.5 

196·9 
153·o 
54·' 
71.0 

S·• 

Kroner (ooo,ooo's) 

1930 

99·• 
32.1 

238.5 
157·1 
47·9 
7•·• 

8.4 

1931 

79·• 
•9·3 

170.0 
108.8 
5J.4 
71.7 
4·9 

577·3 

1932 

8\1.2 
47·• 

14H.1 
169.9 
47·9 
70·7 
4·3 

577·3 

but the industrial and commercial participations 
of the leading banks would appear to constitute 
the greater part of the share holdings shown above. 

6. Due from Banks (Correspondents). 

The swns due by foreign correspondents are 
composed of claims in foreign and in Danish 
currency as follows : 

Kroner (ooo,ooo's) 

1929 1930 1931 1932 

128.0 105·4 J2.1 46·4 
9.6 11.2 10.4 10.4 

137·6 117.6 4•·5 s6.8 

the cover for the acceptances separately, a sum 
equal to the acceptances (in the liabilities) _has 
been deducted from the current accounts above 
and carried to this group ,in the summary 
table. 

10. Sundry Assets. 

The swns given in this group include the 
deficit on the profit and loss accounts of ;the 
Landmandsbank and certain other banks as shown 
below: 

Kroner {ooo,ooo's) 

1929 1930 1931 1932 

39·1 77·4 87-4 56.7 
4·3 4·3 4-6 4-3 

.s.s 25·9 27.8 •s.8 
11·9 107.6 119.8 86.8 

almost exclusivdy of the deficit of the Land
mandsbank carried forward from year to year (s.-e 
note to this group given in last edition). 
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16. Dw lo Bllffks (Corresfxmdmts). 

The sums due to foreign correspondents are 

1925 

Foreign currency . . . . . . . . 159·0 
Danish currency . . . . . . . . . 138·9 

Total . . . . . . . . . 297-9 

17. Deposits. 
The sight deposits shown as item (a) in this 

group constitute the total of the two items" Folio " 
(cheque) accounts and current accounts of the 
official statistics. 

Deposits in savings banks since 1929 are shown 
below: ' 

1!lld of Han:h : 
1929 
1930 
1931 
1932 

Kroner (ooo,ooo's) 
2,041. 
2,202 
2,179 
Z,I6g 

composed of liabilities in foreign and Danish 
currency as follows : 

Kroner (ooo,ooo's) 

1929 1930 . 1931 1932 

-
]0.6 ]X.] 41·7 44·6 
47·7 49·0 26.1 33·3 

118.3 120.] 6].8 77·9 

20. Sulldry Liabilities. 

The sums given in this group of th~ summary 
table are composed of sundry creditors including 
certain contingent liabilities (guarantees) the 
contra-accounts of which form part of the " sundry 
debtors " in group IO of the summary table, 
mortgage debts, Staff pension funds and interest 
accounts, which are shown separately in the 
official statistics. 

Sununary ol Profit-and-Loss Aeeonnts. 

As mentioned in the previous edition, the 
Tandmandsbank in recent years has been working 
without any funds of its own. The annual additions 
to the deficit brought forward on the .. profit and 
Joss accounts of the banks are shown as a separate 

1925 
. 

Net interest from discounts and loans. 43·5 
Ioten:st on foreign assets . . . . 6.s 
Profits from investments . . . . 26.2 
Comm-ons . . . . . . . . . . 1].8 
Recovered from assets previously 

written down . . . . . . . o.g 
Sundry profits . . . . . . . . 2.0 

Total grOtiS profits . . . 96·9 

The first item represents the net balance of 
interest earned on discounts, loans and advances 
after deduction of all interest paid on the various 

item (8) of the summary table 5 (b). 

I. Gross Profits. 

The composition of the gross profits of all the 
banks is shown below : 

Kroner (ooo,ooo's) 

1929 1930 1931 1932 

24-7 26.0 28.9 34·0 
10.5 6.8 8.6 5·• 
22.8 28.0 . 23-9 31·4 
•s.6 xs.6 16.0 15.0 . 
0.] o.g J.t 0.] 
J.6 1.8 J.8 1.1 

75·9 79·• 80.3 87·4 

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

Introductory N otc. 

The pre-war commercial banking system of 
Estonia consisted of one local joint-stock bank, 
four private banks, the Estonian branches of a 
few important Petrograd and Moscow banks and 
a large number of local CO-Qperative credit insti
tutions. The joint-stock and private banks were 
owned and managed in large part by foreigners, 
and their transactions wer'e limited to financing 
urban industries and transit trade from Russia. 
The CO-Qperative credit institutions, comprising 
some sixteen mlltual credit societies and eighty
three loan and savings banks, served as commercial 
banks for the bulk of the Estonian population. 
Their funds came mainly from small depositors, 
and their credit transactions consisted chiefly in 
granting loans to the agricultural classes. 

The war, the Russian Revolution and the conse
quent rapid depreciation of the rouble almost 
completely destroyed this banking system. Its 
subsequent reconstruction was delayed until 1920 
when the Eesti mark was created and the bank of 
issue began operations. 

The banking system consists to-day of State, 
commercial and co-operative banks. The State 
institutions, apart from the Eesti Pank, comprise 
three long-teem credit institutions and the Postal 
Savings Bank. In addition to issuing notes, the 
Eesti Pank performed an extensive commercial 
banking business until the banking and currency 
reform scheme came into effect on January Ist, 
1928. The reforms, which were executed with the 
help of a loan raised under the auspices of the 
League of Nations, consisted chiefly in the legal 
stabilisation of the currency at the rate of 26.799 
U.S.A cents to I Eesti kroon (the equivalent of 
xoo former Eesti marks), the transformation of 
the Eesti Pank into an independent central bank 
of note issue, and the transfer of its long-term 
business to a special mortgage institute. The 
three long-term credit institutions are the Land 
Bank, the Estonian Mortgage Bank, and the 
Nationall\!ortgage Bank. The most important of 
these banks, the National Mortgage Bank, which, 
on its creation in 1928, took over a part of those 
assets of the Eesti Pank which were considered 
unsuitable for a bank of issue, grants long-term 
loans against mortgages on any kind of immovable 
property. The deposits placed with the State 
Savings Bank, which started operations in Janua:y 
1928, have increased year by year. By 1932, 1ts 
total assets and liabilities equallPcl those of the 
fourth most important joint-stock bank. 

The joint-stock banks and the largt•r CO-Qpera
tive banks together constitute the commercial 

· banking system of Estonia, and it i~ with these that 
the present chapter is concerned. In 1932, the 
former were fifteen in number ; the five largest 
banks accounted for nearly So per cent of the 
combined balance-sheets of these fifteen institu
tions. The group of larger co-Qperative banks, 
whose business does not differ essentially in cha
racter from that of the joint-stock banks, numbend· 
twenty-six out of a total of over 200 Co-QperatiYe 
credit institutions ; the others are small and 
individually unimportant. 

As may be seen from the following summary 
statement, which gives separate figures for the 
joint-stock and the larger CO-Qperative banks, the 
latter have gained in importance in recent years. 
Their share in the joint balance-sheet of the two 
groups increased from 21 per cent in 1927 to 35 
per cent in 1932 : 

jOINT·STOCK CO·OPERATIVP. 
BANKS 8ANKS 

_1_9_•7_,_•9_3• ___ 19_'7_,_._9_3•_ 
:.-:N,-u-m""'be_r_o-:-1:-ba-n""'k,...s-.---. 21 15 20 2n 

---------
Ekr. (ooo,ooo's) 

ASSETS. 

Cash and otlwr rf'serve 
items. . 2-4 '·l 1.7 :z.~ 

Discounts. 20.7 18.9 7·• •3·4 
Current account advances. 33·1 34·9 J.l h.2 

Other loans and c~its . 1.9 l.J 4·5 4·3 
(Total discounts. loans and 

advances) • (55·i) (55-ll ( 1~.8) (ZJ.<>) 
Due from banks . 5·3 t.8 o.g o.M 
Securities . 1.0 J.3 - 0.6 

Premises .. 5.8 ,.8 o.6 1.9 
~undry accounts . 4·5 5·4 2.2 9·" 

Total assets . 74·7 71·9 20.2 38·4 

LIABILITIES, 

Capital and reserves . • . 10.4 7·6 1.4 ' J.O 
Current accounts and sight ! 

deposits. . . 22.6 21.9 7·6 ll.b 

Time deposits • . 7-7 6.6 4·8 8.3 
(Total deposits) (32·4) (29.7) (12.7) (2 1.1) 

Due to banks . 11.0 16.1 o.s 0.6 

Rediscounts . . 7·0 6.1 0.3 l.J 
Borrowings . 5·1 5·• 1.8 2.0 

(Total rediscounts and bor· 
(II.J) (J.9l rowings) . . . (12.1) (2.1) 

Sundry accounts • . 8.7 7·• 3·5 9·8 

Total liabilities. 74.71"71.9 -;;:a j8.4 
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During the first years of the Republic, a 
COii..~derable number of joint-stock banks was 
established, in part through re-organisation of the 
remnants of the credit institutions formerly 
operating in Estonian territory. As long as the · • 
post-war inflation continued and the currency 
depreciated, however, the real development of 
banking was slow. But, after the dtJ · facto 
stabilisation of the currency at the end of 1924, by 
which time joint-stock banks had reached twenty
five in number, an internal consolidation of the 
system took place, and the number of banks was 
gradually reduced through the elimination _of the 
weaker institutions and through amalgamations .. 

Dev~ of the ]oint-stock Banks. 

Ekr. (ooo,ooo's) 

Eod of Num-
Capital Loans· 

: and De- and 
berof ..,..... posits dis-
banks ves counts 

--
1924

1
• . . . . . . . .• 2S 7·4 IS . 26 

t92S . . . . - . . 21 9·9 19 . 33 
1926 1 • . . . . . 21 9-9 24 44 
1927 ·• . . . . . . . 21 10-4 32 S6 
1921 . . . . . . . ... 21 10-4 43 74 
1929 . . . . - . . . 19 . 8.6 ·44 76 
1930 - . . - . . . 19 8.6 46. 79-
1931 . . . . . . 16 7-2 37 62 
1932 . . . . . IS 7-6 30 ss 
1933 (September) . . 1S 7-8 29 so 

After the currency and banking reform · of 
1926-27, to which reference has been made above, 
foreign capital flowed into Estonia in considerable 
amounts up to and including 1930. The imports 
of capital took the form of the sale abroad of 
Government securities, direct foreign investment 
in industrial and export enterprises and short-term 
foreign credits to the commercial banks. 

The rapid economic recovery, which was largely 
a result of this capital inflow, is reflected in the 

figures for deposits and loans shown above for the 
joint-stock banks and below for the larger co
operative banks. 

· DevelofrmtJnt of the Largm- Co-o(>t!l'afit~e Banks. 

.. ' Ekr. (ooo,ooo's) 

end of Num• Capital Loans 
: and· De- and ber of ......,. posits dis' banks ves counts 

--
1926 •. . . 19 1.2 8 II 

1927 . . . 20 ••• 13 IS 
1928 .. . . . . . 20 1-9 . 18 24 
1929 . . . . 21 2.2 19 2S 
1930 . 21 2.6 24 26 
1931 . ... . . •s 2-8 24 28 
1932 • . . . . 26 2.9 21 24 
1933 (September) • . . . 26 2-9 21 23 

• 

The co~perative banks, like the joint-stock 
banks, are partly based on pre-war institutions 
(mutual credit societies and small savings banks). 
While the activity of the joint-stock banks is 
chiefly directed towards the financing 'of industry 
and trade -.foreign trade in particular - that of 
the co~perative banks is mainly concerned with 
the financing of agricultural and other rural 
enterprise, including the trade in agricultural 
products. The development of the co~perative , 
banks is, of course, closely bound up with the 
rapid advance of the agricultural co~perative 
movement in Estonia in the post-war period. 

Foreign credit institutions participate to a 
certain extent in the share capital of som~ of the 
joint-stock banks, which, in addition, have relied 
upon foreign credits in considerable degree 
throughout the post-war period. This dependence 
is illustrated by the following figures for the net 
foreign ba.J;~k indebtedness of the joint-stock banks; 
in so far as it may be calculated from the details 
shown in the official statistics : 

Ekr. (ooo,ooo's) 

Eodof: Due to foreign Foreign Due from foreign Net balance Total correspondents creditors correspondents 

.. 
1927 . . . . . . . . . . . . . 8.a o.s 8.7 3-0 S-7 
1928 .. . . . . . . . . . . . . . lo.s 0.2 10.7 1.3 9-4 
1929 . . . . . . . . . . . . . 8.4 2.2 10.6 r.s 9-1 
1930 . . . . . . . . . . . . . lt., 2.0 13-7 •·4 12.3 
1931 . . . . . . . . . . . • . 6.8 '·7 8.s l.g .. 6.6 
1932 . . . . . . . . . . . . . I 7·" o.r 7-3 0.8 6.s 

' 
' 1924.-192S : December 311t. 
• 1!)26-19)2 : December lat. -' 
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· , It. will be noted that the net indebtedness. to 
foreign banks 1 _increased up to 1930 pari passu 
w1th the expansiOn in the domestic business of the 
banks as measured by the figures. for loans and 
deposits ~!town in the preceding statements. The 
commcrci_al banks, and in particular the larger 
co-operative banks, were not very seriously affected 
hy the depression, which was comparatively mild 
in Estonia until the last quarter of 1931. The 
more important joint-stock banks were, however, 
very sensitive to the foreign currency difficulties 
which began in that period, as they depended to 
a considerable extent on foreign credits. 

A temporary lack of confidence, causing sudden 
withdrawals of deposits, had previously arisen after 
the failure of two medium-sized joint-stock banks 
in November 1930 and January 1931. But these 
·failures were due to special reasons 
mismanagement of certain industrial enterprises in 
which the two banks concerned were too heavily 
engaged -and had little to do with the international 
economic depression. Thanks to Government 
intervention through the National Mortgage Bank, 
confidence in the other banks was soon restored, 
and deposits with all classes of banks increased in 
the second quarter of 1931. The banking crisis in 
Germany in July of that year had no noticeable 
c ffect on the banks in Estonia. 

Serious difficulties began with the abandonment 
of the gold standard by the United Kingdom in 
September 1931. The rapid depreciation of the 
pound affected adversely the banks using large 
sterling credits. Moreover, foreign balances and 
credits were .called in ; the net balance of foreign 
indebtedness of the banks declined by almost one
half, as shown above. This decline took place in 
the last two month of 1931. A run started on the 
second largest bank, which was known to enjoy 
important foreign credits, and two affiliated 
smaller provincial banks. The Government 
intervened by placing a temporary moratorium on 
the banks concerned. This moratorium was 
lifted as soon as it was known that the mother 
institution had been able to maintain a substantial 
part of its former credits and raise considerable 
fresh credits. Meanwhile it had called in a 
substantial part of. its most liquid advances and 
discounts, causing particular embarrassment to 
the ell.-port industries_ 

These events, coupled with the belief that the 
Eesti kroon would follow Scandinavian currencies 
in depreciating, led to a general run on all banks. 
Deposits with the joint-stock banks declined from 
Ekr. 46 million in 1930 to 37 millions at the end of 

1931 and in the course of 1932 continued to decline 
to 30 millions. The deposits with the larger co
operative banks, which had reached Ekr. 29 million 
in the third quarter of 1931, declined to 24 millions 
by the end of that year and to 21 millions in 1932. 
This reduction in deposits and forcign credits -
the latter reflecting in part the dt>preciation of the 
sterling-led to a general cut in loans and discounts. 
By the end of 1932, the joint-stock banks bad cut 
their volume of outstanding credits by roughly one
third, which largely contributed to the general 
paralysis of industry and trade in the country. 
The cuts effected by the co-operative banks were 
much less radical thanks to more extensive support 
from the various State banks. The largest joint
stock bank "\\"aS only able to maintain its position 
owing to renewed Government intl'rVf'ntion through 
the National Mortgage Bank. Temporary 
moratoria were allowed in the summer of 1932 to 
certain co-operative banks under the law of Manh 
23rd, 1932, referred to below. 

By means of severe exchange control and direct 
trade restrictions, the currency was officially 
maintained at par until the end of June 1933. when 
it was allowed to depreciate to the kvel of the 
Swedish krona. Since Septembcr 1933. th<" 
Estonian exchange has been pegged to sterling at 
par. 

The old Russian " Credit Statutes " formed the 
banking law of Estonia until March 23rd, 1932, 
when a new law came into force. The new law is 
essentially an adaptation of the Russian law to the 
special conditions of Estonia. It provides, inter 
alia, for an increase in the powers of the Ministry 
of Economic Affairs in respect of supervision, and 
bankruptcy procedure ; and it removes hindrances 
to amalgamation by no longer levying a transftor 
of property tax in case of amalgamations. The 
law limits the operations of the co-operative banks ; 
the bigger ones are placed under the general banking 
law, and the activity of the smaller co-operative 
banks is restricted to deposit and loan operations. 

The attached summary of the balance-shcf't 
position is based on the official bankmg statistics 
published in the Monthly Bulletin of Statistics of 
Estonia (Eesti Statistika) and covers all the joint
stock and the principal co-operative banks. The 
summary table begins with 1926, as the Statistical 
Bulldin of Estonia does not cover the co-operative 
banks before that year. December xst, instead of 
December 31st, has been chosen, as figures for that 
date are given consistently for all the years under 
review. The profit and loss summary relates to 
the joint-stock banks alone. 

a The figure• for the net balance as shown above are too low to the extent that direct .-.discounts of bills payable 
abroad are effected with foreign Institution•. As a rule, the whole of the bank's partfolio is Pbown aa .-.discount.-d. 
but no distinction is made in the statistics between the .-.discounts ellect.-d at the Eesti Pank and those made 
with other institutions. 



~TO:SU. COMMERCIAL BANKS Table 6 (a). 

\ 

ACCOUNTS 

~----------~,~~---~====~~~,, 
SUMMARY OF FOSITION ON DECEMBER ut: 

1----~--~~---.---,---.---· 

.S umber of Banks. . . . . . . . . . _ · . · · 40 

AsSETS. · 
I . Cash • . • • . . . . . . . . . . . . . . . . 

(a) Gold, silver and small coins. . . . . . . 
(b) Bank notes, State notes and bal~ces 

with Central Bank . . . . . . . . 
2. Other Items of a Cash Nature. . . . . . . 
3· Bills discounted and bought. . . • . . . . 

(a) Treasury bills . . . . . . . . . . . . . 
(b) Commercial bills, Inland. . . . . . . 
(c) Commercial bills, Foreign. . . . . .. 

4- Investments and Securities. . . . . . . . . . 
(a) (;overnment •.......•.... 
(b) Other . . . • • . . . . . . . . . . . 

5- Participations. . . . . . . • . . . . . . . . 
6. Due from Banks (Correspondents). . . . . 

(a) At home ..........•.... 
(b) Abroad .. _. . . . . . . . . . . . . . 

7· Loans and Advances. . . . . . . . . . . . 
(a) On current account . . . . . . . .. 
(b) Other . . . . . . . . . . . . • . . 

0.2 

19-5 

1.0 

3-9 
2.2 
1.7-

35·6 
29-7 
S-9 

41 

2.1 

27-9 

21.3 
6.6 
1.0 

6.2 
3-I 
j.l 

42.6 
36.2 

6:4 
8. Cover for Acceptances . . . . . . . . . . . . 
9- Premises, etc.. . . . . . . . . . . . • . . 6.2 6.5 

10. Sundry Assets. . . . . . . . . . . . . . . 6.3 6.7 
11. Total Assets . . . . . .. _· . . . . . . _75_.1_

1
_94_._9_

1 
LIABILITIES. 

12. Capital paid up . . . . . . . . . . . . . . . 
13. Reserve Funds . . . . . • . . . . . . . . . 
14- Profit-and-Loss Accounts, Undivided Profits, etc. 
15. Cheques and Drafts, etc., in Circulation . . . . 
16. Due to Banks (Correspondents) . . . • . . . . 

(a) At home .............•. 
(b) Abroad. . . . . . . . . . . . . . 

17- Deposits . . . . . . . . . . . . . . . 
(a) Current accounts . . . . . . . . . . 
(b) Savings accounts . . . . . . . . . . . ( 1: Time or fixed deposits. . . . . . 
( ~ Other deposits . . . . . . . . . . 

18. Rediscounts and Borrowings . . . . . . . . 
19. Acceptances and Endorsements . . . . . . 
20. Sundry Liabilities. . . . . . . . . . . . . . 
21. T ota1 Liabilities. . . • . . . • . . . . . . 

22.. Guarantees . .. . . . .. . . . . . . . . . . . 
2J. Value of currency in cents of a U.S. dollar at 

· the end of each year • • • . • , • • • • . . • 

8.2 
2-9 
0.2 

8.7 
2.8 
S-9 

JI.6 
'ZJ.9 

8.2 
1.5 

12-9 
0.2 

10.4 

75.1 

9-8 

26.9 

8.8 
J.O 
0.4 

II.5 
3-3 
8.2 

45-I 
30.2 

u.s 
2 ... 

14-2 
0.2 

II.7 
94.9 

9·8 

26.8 

1929 1930 

Ekr. (ooo,ooo's omitted) 

2.0 

2.1 
44-2 

37-S 
- 6.7 

1.2 

4.8 
3-5 
1.3 

53-3 
4S·S 

7-8 

6.6 
9-7 

123.9 

9-2 
3-I 
0.6 

14-5 
... 0 

Io.s 
61.2 
40-4 

18.o 
2.8 

20.2 
0.2 

14-9 
123.9 

12.6 

26.8 

• 
3-0 

5-2 
3·7 
1.5 

54-4 
46-3 

8.1 

-' 
7-2 

12.0 

132.2 

• 
8.6 
2.2 
I.O 

12-4 
4·0 
8.4 

63.0 
39.8 

20 ... 
2.8 

27-2 
0.2 

17.6 
132.2 

.2.9 . -

A 

3-0 
42.8 

34·3 
8.s 
2.0 

-
4-8 
3·4 
1.4 

62.5 
54-6 ' 

7-9 

1·7 
14.0 

139.7 

15.0 
3·3 

11-7 
69.1 
42.8 

23.0 
3·3 

24.2 
0.2 

18.6 
139.7 

19jl 

2.8 
35.8 

4-0 
2.1 
1-9 

53-4 
46.1 

7·3 

7-2 
10.0 

123.6 

7·5 
2-5 
I.I 

15-3 
8.s 
6.8 

60.7 
36.8 

21.3 
2.6 

16.8 
0.4 

19-3 
123.6 

6.6 

26.8 

1932 

41 

2.0 

2.7 
32-3 

2.6 
J.8 
0.8 

46-7 
41.1 
s.6 

7-6 
14-5 

110.3 

1·9 
2-7 
o.8 

16.7 
9-S 
7-2 

50.8 
34·5 

14-9 ' 
1.4 

15.1 
0.1 

16.2 
110.3 

5-3 

26.7 



ESTONIA. JOINT-STOCK BANKS Table 6 (b). 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS OF 

ACCOUNTS THE JOINT-STOCK BANKS: 

1925 1920 1927 1928 1929 l<)jO 1')_, I 

--- ---· 

~umber of Banks . . . . . . . . . . . . . 21 21 20 20 19 Ib 
I 

16 

.. -

Ekr. (ooo,ooo's omitted) 

Capital paid up . . . . . . . . 6.g 

I. 7-33 7·7b 7·74 6.g.zl 6.81 5-4i 
Reserves and Undivided Profits . . . . . 2.0 2.61 2.66 2.68 I.72, I.83 1.70 ____ , ___ 
I. Gross Profits . . . . . . . 3.8 3.6 3.7 3.8 4.3 3.5 3.2 

To be deducted: 

2. Expenses . . . . . . . 2.I 2.1 2.0 2.2 2.4 1.9 1.8 
(a) Salaries, etc. . . . . . . . 1.2 1.3 1.3 1.4 1.4 1.2 1.2 
(b) Other working expenses . . . . . . . o.s 0.6 o.6 0.6 0.7 o.6 o.s 
(c) Taxes, etc. . . . . . . . . . . 0.3 0.3 0.2 0.2 0.3 0.2 0.2 

3· Reserve for Pensions Fund, etc. . . . . . - - - - - - -
4· Written off on (Depreciation Accounts) . . 0.6 0.7 0.6 3·3 1 . .Z 1.2 I. I 

(a) Premises, etc. ' 0.1 0.1 . . . . . . . . . . 0.1 . 0.1 0.1 0.1 0.1 
(b) Investments and securities : ( 

. . . . o.s o.6 o.s 3-2 1.1 1.1 1.0 
(c) Other assets . . . . . . . . . . . 

s. Remaining Net Profit ( +) or Loss (-) . +1.1 +0.9 +1.0 -1.7 +0.7 +0.4 +0.3 
6 .. Carried forward from Preceding Year . . . - - - - - - -
7. Taken from Reserves or Capital . . . - - - 2.7 0.4 o.i -
8. Total Amount disposed of for Dividends, etc. . 1.1 0.9 1.0 1.0 1.1 0.5 0.3 

14. Value of Currency in Cents of a U.S. Dollar at 
the End of Each Year . . . . . - . . . . 26.g 26.g 26.8 26.8 26.8 26.7 26.8 

' 

Balance·sbeei Summary. 

I. Cash. 
Coins and notes are not shown separately in the 

official statistics. As from 1927, balances with 
the Central Bank are given separately for the 
joint-stock banks as follows : 

Ekr. (ooo,ooo's). 

o.6 1930. 
0.7 I9JI. 
0.8 19J2. 

z. Other Items of a Cash Nature. 

o.g 
0.6 
0.8 

Under this head are included foreign bank-notes 
and sight claims on credit institutions other than 
the Eesti Pank. 

J. Bills discounted and bought. 

Treasury bills do not play a role in the Estonian 
credit system, as the Government can borrow 
directly from the bank of issue within certain 
limits. The official statistic's distinguish between 
total discounts and rediscounts of all the banks 
and discounts and rediscounts of bills payable at 
home of the joint-stock banks only. As in practice 
the co-operative banks discount almost exclusivl'ly 
inland bills, the difference between the two sets of 
figures is taken to represent bills payable abroad 
as follows: 



ESTONIA 

' Ekr. (ooo,ooo's) 

1927 1928 1929 1930 1931 193• 

lrtl ... /Nls: - I 

r Discounted. . . . . . 'I 21.3 37·4 37·6 34·3 32-4 29.2 
R<d iscoonted. . . . . :j 

1.2 5·5 6.9 5.a 4-0 4·4 
Net balance . . . . 20.1 31-9 30·7 29.1 28.4 

' 
24.8 

Bills p.ytibU abr...d: 
s.s ' Discounted. . . . . . . 6.6 6.8 9·3 3·4 J.l 

Rodiscoanted. . . . . . 
: I 6.1 6.9 9·5 8.5 2.8 .~.0 

Net balance . . . . o.s - 0.1 - 0.2 0.0 o.6 0.1' 

• -!U bills: 
Discounted. . . . . . . . 27-9 44-2 46·9 42-8 35-8 32-3 
Rrdiseounted • . . . . . . 7·3 12-4 16.4 '3·7 6.8 7·4 

Net balance . . . . . . I 20.6 ]1.8 J0-5 29.1 29.0 24-9 
I 

It will be noted that, as a rule, practically the 
whole portfolio of bills payable abroad is 
rediscounted. The statistics do not indicate to 
what extent, if any, these bills are rediscounted 
directly with foreign banks. Even before . the 
institution of the exchange control in 1931, the 
bulk of this portfolio was presumably rediscounted 
with the Eesti Pank. 

1· LoaM and Advances. 

As can be seen from the table given in the 
int.-oductory note showing the assets and liabilities 
of the joint-stock and i:O-<>perative banks for 1927 

-

• 

' 

1927 1928 

Protated bills . . . . . . . . . . 0.2 "·3 Cunmt expenses, iDterest and com-
misiona paid . · -. . . . . 4-0 s.o 

Transitory' accounts . . . . . . . . ·o.S 1.5 
~accounts. . . . . . . . . 1.7 •·9 

Total . . . . . . . I 
'I 6.7 9-7 

II and 21. Total Assets and Liabilities. 

The totals given do not include guarantee:; which, 
thoug~ sh~wn ins~e _the balance-sheet proper in 
the Estoman statistics, are given outside the 
balance-sheet as item 22 of the summary table: 
Inter-branch accounts are also shown separately 
under assets and liabilities in the official statistics ; 
m the attached table, however, only the net 
balance of these accounts is included under sundry 
liabilities. 

Lf. Pro/ii-IUUl-Lo11 Ac~ts, etc. 

The official balance-sheet does J]ot show the 

. 

and. 1932, the joint-stock banks lend mainly on 
current a<;count and the co-<>perative banks on 
longer term. The current account advances given 
in the summary table represent, therefore, almost 
entirely. the current account advances of the joint
stock banks ; and the sums given for " other loans 
and credits "represent in the main the longer tem1 
advances of the cooi>perative banks. 

10. Sundry Assets: 

. The composition of the aggregates given in thl' 
su111mary table is shown below : 

Ekr. (ooo,ooo's) 

1929 1930 19]1 1932 

<>.8 0.9 1.1 0.9 
.... 

6.j 
- - 6.s -s.6 4·' 1.1 1.2 1.2 0.9 

3-6 5·4 8.1 8.6 
12.0 14.0 . 16.0 14-S . 

net balance of profit and loss accounts, but current 
expenses, including interest and commissions paid, 
are given under sundry assets and interest and 
commissions received under sundry liabilities. The 
sums given under the heading profit and loss in the 
summarytable represent only undivided profits, etc., 
shown separately in the official statistics. , 

17. Deposits. 

Separate figures for the joint-stock banks (J. B.) 
and the co-operative banks (C. B.) are given below 
to show the relative importance of the various 
kinds of deposits in the two groups of banks and 
their movement since 1926. · 

.. 



ESTO~U 

END o ... 

CURRE~(T 
ACCOUNTS 

Tt111s 
DEPOSITS 

OTHER 
DEPOSITS 

ToTAl. 
DEPOSITS 

J. B. C. B. J.D. C. B. J.B. C. D. J.D.~-~ 
Ekr. (ooo,ooo's) 

1926 '7·3 4-6 5·' 3-1 '·4 0.1 2J.8 7 .q 
1927 ·I 22.6 7-6 7-6 4-8 2.1 0.] Jl-4 12.8 
1928 . . . ' JO.I 10.3 10.5 7·5 •·5 0 .. 1 43· I IX. I 
1929 29.6 10.2 11.7 8.7 •·5 0.3 43-8 IQ.2 
1930 .10.5 12.3 12.2 10.8 3-0 I 0,4 45-7 2.l-5 . 1931 24-3 12-5 10.5 10.9 2.2 0.4 .16-9 23 ~ 
IQJ2 21.9 

I 
12.6 6.6 8.3 1.2 0.3 29-7 21. I 

18. Rediscounts and Borrowings. 

The official statistics distinguish between 
rediscounts and borrowings (For a comparison 
of discounts and rediscounts of inland bills and of 
bills payable abroad, see note to item 3 of the sum
mary table.) The difference between total creditors 
and creditors at home of the joint-stock banks as 

1927 I 1928 

Redi.scounJs: 
Inland bills. I.3 5-5 
Bills payable abroad, 6.0 6.9 

Total 1·3 12-4 
BorrowiHgs: 

At home. 6.4 7-6 
Abroad. . o.s 0.2 

Total 6.9 7-8 

Grand total. 14-2 I 20.2 

shown in the official statistics has been taken to 
r~prescnt borrowings abroad by these banks. Tlw 
co-operative banks do not borrow abroad to any 
significant extent. The dPtaikd compo•ition of 
the agg'regat.•s given in the summary talJie is 
shown below : 

I 1929 ., 19.'\0 1 '93' 1 1932 
------ ------

Ekr. (ooo,ooo"s) 

I 6.9 ).2 4-0 4-4 
9·5 8.6 2.8 3·0 -- -

16.4 13.8 6.8 "7·4 

8.6 8.4 8.1 7-7 
2.2 2.0 1.7 0.1 

10.8 10.4 9-8 7-8 
- -

27-2 24.2 16.6 I •5·• 

20. Sundry Liabilities. - The composition of the sums given are detailed below : 

1921) ' 1930 - 1931 

Ekr. (ooo,ooo"s) 

Interest and commissions received. 7-1 9·4 10.3 10.2 8.8 s.6 
Transitory accounts .. . . . . . . . 1.4 1.2 2.0 1.2 1.2 1.0 
Other liabilities, including net balance I 

3-• 4-3 5·3 7-2 9-3 9-6 of inter-branch accounts . . . . . 
1 -
. i ~~- ---- - ~-~ - -~ 

Total "·7 14-9 17.6 18.6 19-3 16.3 

Summary of Profit-and-Loss Accounts.. 

I. Gross Profits. 

The sums shown under this heading represent 
the difference between (A) total receipts from 
interest and commissions, foreign exchange, real 
estate and security transactions, etc., and (B) 
interest and commissions paid, which items are 
all given in detail in the official statistics.· 

2. Expenses. 

The sums shown for salaries (a) include 
remuneration of directors, members of the board 
and of advisory committees, etc., in addition to 
salaries of the staff. 

5 and 7· Net Profit or Loss andtakenfromRcsm·es 
or Capital. 

The figures relating to nd profits rcprcs..·nt the 
net balances of the joint-stock"banks as a whole. 
It will be noted that the recordPd net los.<es incurred 
by certain banks (and covered from their capital 
and reserves) in 1928 exceeded the total amount of 
the net profits rea1ised by all the other banks in 
the same year. 

8. Total Amctmt disposed of for Dit•idends, etc. 

The ultimate utilisation for dividends, Il'serves, 
carry-over, etc., of the sums given under this 
heading is not shown in detail in the official 
statistics. 



FINLA....~D. 

Introductory Note. 

The Finnish banking system has the main 
characteristics of the deposit-bank type ; but, 
though direct industrial participations are rare, 
most of the banks extend large credits to industry 
on long term. The number of banks is not great, 
but there is a wide network of branches. 

Since the post-war inflation, there has been a 
continuous process of concentration in Finnish 
banking. The number of independent commer
cial banks fell from 23 at the end of I920 to If at 
the end of I929· During the economic depression, 
the number of banks has been further reduced to 
I2 at the end of I932. Thus, in 1930, the " Atlas 
Pankki ", which had gone into liquidation under 
the guarantee of the " Helsingfors Aktiebank ", 
was absorbed by that institution, which also took 

over the " Aktiebolaget Union-banken " in I93I ; 
the " :Maakuntain Pailkki " was amalgamated 
with the " Kansallis Osake Pankki " ; and two 
small banks went into liquidation. 

Though the savings banks compete with the 
joint-stock banks for deposits - the total of their 
deposits at the end of I932 being 4,223 million 
markkaa, as ~ainst B,ooi millions for all forms of 
deposits with the banks included in the summary 
table - they do not conduct commercial banking 
business. The remaining credit institutions, apart 
from the Bank of Finland, are mortgage banks, 
and the present tables therefore constitute a 
complete summary of commercial banking proper 
in Finland. They are based on official banking 
statistics. 

Balanee-sheel Summary. 

I. Cash. - The composition of the figures given under (b) is shown below : 

- 192S I 1929 I 1930 I 1931 I 1932 

Markkaa (ooo,ooo's) 
' 

Notes and small coins 182.8 219-4 204.1 lSo.l 

I 
165.8 

Sight balances with &.t ~f F~~nd 
aod other banks 55·3 

, . . . . . . . . 19.0 19.0 51·7 47·6 I 

Total . . . . ~ . . . . 238.1 238·4 223.1 231.8, I 213·4 

2. Other Items of a Cash Nature. - The figures given are made up as follows : 

----------------------1~--'---1---1-9-29----1-~-19_30 ____ , ___ 1_93_1 ____ , ___ 1_9_3• __ __ 

Markkaa (ooo,ooo's) 

Foreign banknotes • • •••••• : 4·9 9-1 9.0 1·• 
Post bills of the Bank of F'mlaod • • 2 .0 0 .7 

6
·
1 

Post bills of private banks • • • • 43.9 56.6 4~:~ o.~ .~:: • 
lliticellaneous • • • • • • • • 2 _1 

34
· 0 _9 ---:-:---+----::=-'·.:.• ____ , ___ _:1·::•___ 0.8 

Total • • • • • • • • • 52.9 67.5 52· I \----4..::3.:..:·3:._ __ ---3-2-'.3'---

4and5. lrwesJmentsandSecurities:Pa,rticipations.- The composition of group 4 (b) is given below: 

--------------------l----'9_._, ____ 1----19-29----1 1930 , __ 1_9_3_1 ---1-·----1-93_• ___ . 

&ffds: Markkaa (ooo,ooo's) 

:: forei~ ea~;:ncy · · · · .. · · - 33.z 48.8 
muaacapa ea . . .. . . • • . JJ.6 2 3. 1 32 1 

Of bank aDd mortgage institution• 2 4.0 16.61 ' 
Other • • • • • • • • • • • • • ___ ::.:55:::·3::.,__ 70.6 ll:~ 

Total boodo • • • • • • 112.9 143·5 182.8 

In credit IIDd inourauce institutions 
Other • • • • • • • • • • • • 

Total sba,... •• 

1' otal " Other leCUritiea " 

68.3 
63.2 

90·9 

234·4 

54-0 
27.2 
35·3 
6g.o 

185.5 

s6.6 
27·3 
45.0 
69-3 

176·9 

375-1 
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FINLA~D. COJ\DIERCIAL BANKS Table 7 (a). 

ACCOUNTS 

N urn her of • Banks . . . . • . . . . . 

1. Cash. 
(a) 
(b) 

Branches and Sub-Branches. 

AssETS. 

Gold, silver and small coins . 
Inland notes and balances with Central 
Bank. . . . . . . . . 

2. Other Items of a Cash Nature . 
3· Bills discounted and bought. . 

(a) Treasury bills. . . . . . 
{b) Commercial bills, Inland . . . 
(c) Commercial bills, Foreign 

4· Investments and Securities. . 
(a) Government . 
{b) Other . . . 

5· Participations. • . . 
6. Due from Banks (Corrt'spondents). 

(a) At home. . . . . . . . 
(b) Abroad . . . 

7. Loans and Advances. . . 
(a) On current account 
(b) Other . . . .. 

8. Cover for Acceptanct:s 
9· Premises, etc. 

IO. Sundry Assets . 
II. Total Assets . 

LIABILITIES. 

12. Capital paid up. . . 
I3- Reserve Funds . . . . . . . 
14· Profit-and-Loss Accounts, Dividend Accounts, etc. 
IS- Cheques and Drafts, etc., in circulation . 
I6. Due to Banks (Correspondents) . 

(a) At home. . . . . . . 
(b) Abroad . . . 

I7- Deposits . . . . . 
(a) Current accounts and sight deposits. 
(b) Savings accounts . . 
(c) Time or fixed deposits . 
(d) Other deposits . . . 

IS. Rediscounts and Other Borrowings 
19. Acceptances and Endorsements . 
20. Sundry Liabilities. . . . . . 
2I. Total Liabilities. . . . . 

22. Contingent Liabilities . . . . . . . . . . . . 
23. Value of Currency in Cen'ts of a U.S. Dollar at 

the End of Each Year . . . . . . . . . . · . 

SUMMARY OF POSITION AT THE END OF: 

238.2 
0. I 

238. I 

52·9 
I,943.I 

1,928.2 
14-9 

256.I 
11.7 

244·4 

. I63·4 
37·4 

126.0 

4.552.2 
2,658. • 
1,894-• 

17 
6II 

1930 

17 
6o6 

1931 1932 

Markkaa (ooo,ooo's omitted) 

238·4 
b7.5 

3.356-4 

3,297·3 
59·• 

266.I 
31.7 

2)4.4 

236.o 
6I.2 

I 74·8 
6,222.8 
3.586.8 
2,636.0 

223.1 

2 23. I 
52.I 

2,756·9 

2,696·3 
60.6 

318.6 
34· I 

284·5 

2I0.2 
46.8 

163.4 
6,471.2 
3.588.9 
2,882.3 

231.8 

2 31.8 

43·3 
2,3q5.1 

2 '3·4 
32-3 

I,853·3 

2,273.1 r,828.s 
I 22.0 24.8 

339·9 415·7 
39-2 40.1> 

300.7 375·' 

I92·7 I37·4 
t6.8 32-4 

175-9 105.0 
6,422.9 6,366.8 
3.394-'J 3.140.4 
3,028.o 3,226.4 

121.0 262.5 286.2 286.4 287.6 
, 203.I 
9,509.6 

I5I-9 243·9 222.5 407-3 
7,478.8 10,893.6 10,540.8 10,319.4 
----=---\----'--

756.0 
307.2 
148.6 
192·3 
334·5 

334·5 
5.464.8 
1,296·4 

484.0 
J,684·4 

31.9 

243·5 
7,478.8 

938.0 

2.52 

I,n5.o 
568.1 
2~0-4 

169.1 
482.4 

482.4 
].481.3 
1,486. I 

766.7 
5,228.5 

530-3 

307.0 
10,893.6 

1,078.9 

I,II5.o 
59b·3 
198.4 
I6o.8 
358.2 

358.2 
7.697·8 
1.555·5 

828.8 

5.3•3·5 

1,II5-5 
584.0 
186.8 
151.3 
196.2 

196.2 

7.37S.s 
I ,63.5.0 

79J.O 
4.950·5 

928.5 
5~6.2 
I4I.I 
Ilb.2 
I32.3 

132.3 
7.I5~-7 
1,607.2 

786.4 
4.;61.1 

252.6 219.6 Ji6.2 
10,540.8 10,319.4 9,509.6 

I ,001.4 988.q 8~1l.J 

2.52 1.6<) I .~2 



COMMERCIAL BANKS . Table 7 (b). 

ACCOUNTS 

NwnberofBaDks. . . . . . . . . . . . 
. 

Capital paid up. . . . . . . . . . . . . . 
Reserves and Undivided Profits. . . . . . . . ·-
r. Gross Profits . . . . . . . . . . . . 

To be tledudetl 
2. Expenses. . . . . . . . . . . . . . . . 

(a) Salaries, etc. . ·• . . . . . . . . 
(b) Other working expenses . . . . . . 
(c) Taxes, etc. . . . . . • . . . . . 

3· Reserved for Pension Funds, etc. . . . . . . 
+ Written off on (Depreciation Accounts for). . 

(") Premises, etc . . ·' • . . . . . . . . . 
(b) Investments and securities . . . . . . . ' 
(c) Other assets. . . . . • . . . . . . : . 

5· Remaining Net Profit or Loss (-). . . . . . . 
6. Carried forward from Preceding Year, . . . . . 
7· Taken from Reserves or Capital. . . . . . . 
B. Total Amount disposed of for Dividends, etc . . 
9· Carried to Reserves . . . . . . . . . . 

10. Dividends . . . . . . . . . . . . . . . . . 
11. Directors' Fees, etc . . . . . . . . . . . . 
12. Other Purposes. . . . . . . . . . . . . . 
IJ. Carried forward to Following Year. . . . . 
r+' Total as above • . . . . . . . . . . . . . • 

15- Value of Currency in Cents of a U.S. Dollar at 
the End of Each Year • . . . . . . . 

The fourth item under "Bonds" consists mainly 
of debentures of tran.'IJ>Ort and industrial 
lllldertakings. 

The balanc:en;heet model of the Finnish banking 
statistics does not contain any separate headings 
for participations, but the Finnish 'commercial 
t.:mu do not engage in direct industrial participa
tions to nearly the sarqe extent as the banks in most 
continental European countries. 

li. Due from Banks (Correspondents). 

nae ~. as lummariaed in the official 

. . 

-

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS 

FOR THE YEARS : 

1925 1929 1930 1931 1932 

19 17 17 14 12 

Markkaa (ooo,ooo's omitted) 

756.0 1,115.0 1,115.0 1,I15.5 928.5 
320.9 6o6.o 639·5 633·9 589.0 

354.1 498.1 463.1 406.5 355.2 

193-3 241.6 236·7 193-1 185-4 
95-S 123.6 121.3 105·4 99.8 
32.1 <f8.o .. 6.6 40.1 48.6 
65-7 70.0 68.8 47·6 '37·0 
o.6 1.2 1.1 2.1 -

29.0 69.6 74-4 257-2 97·5 
2.9 6.6 1.0 0.3 0.2 

3-5 10.2 3.8 8.1 3-4 
22.6 52.8 69.6 248.8 93-9 . 

131.2 ' 185.7 150.9 -45.9 72.3 
13-7 37-9 43-2 49·9 42.8 
. 1.2 14.8 1.9 169.0 22.3 

.:_ 

146.1 238.4 196.0 173.0 137.4 

24-7 30-5 4·1 9·4 1.0 
100.6 159-2 141.2 II9·7 94·8 

0.7 o.B 0.5 o.6 0.3 
2.0 4-7 o.B o.6 0.4 

· 18.1 43-2 49-4 42-7 40-9 

146.1 238.4 196.0 173.0 137.4 

2.52 2-52 2-52 1.69 1.42 

banking statistics, contain an item, " Inland · 
Correspondents ", which, I however, represents 
almost entirely ordinary' current accounts of 
private clients of the bank. These accounts,, 
which are shown separately in a special statement., 
have been included under "Lpans and Advances" 
in the present summary table (see note 7 below)., 
The sums shown in group 6 (a) of the table repre-. 
sent the remainder of the item " Inland 
Correspondents", plus a small item, " Deposit 
Certificates of Other Banks", shown separately in 
the official statistics. · 
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7· Loans and Advances. 

The sums given under (a) consist of " Cash 
Credits ", other current accounts and " Personal 

192.5 I 
1. A mauttts drarDx: 

Cash credit . . . • . . 932.6 
Current and personal accounts . 1.7•5·5 

Total drawn . . . . 2.6s8.1 

II. Balances: 

Cash credit . . 187.8 
Current and personal accounts . 750-2 

Total nnutilised . 938.0 

Total credits opened (I and II). 3-596.1 

Cash credit is a special form of short-term 
current account. Both for cash credit and other 
current accounts the balance-sheet summary of 
the official banking statistics only includes the 
amounts actually drawn, the unutilised balances 
of the credits opened being excluded both from 
the a<>sets and the liabilities. This practice has 
been adopted also in Summary Table 7 (a). But 

· as the unutilised balances may be drawn upon at 

- . 
192, . 

Loans and advances against : 
Mortgages 1,484.8 
Bonds and bank df"positcertificates 62.3 
Shares . 671.8 
Goods 15.0 
Guarantee . 1,233·9 
Single signature . 2,022.4 

Total . . 5.490.2 

Accounts", and represent amounts actually drawn. 
In the statement below, the unutilised balances and 
the total amount of credits opened are shown, 
in addition to the amounts drawn. 

1929 I 1930 I 19)1 I 19)2 

Markkaa (ooo,ooo'1) 

1.411.5 1,307.9 1,149.0 I,OJ2.7 
2.175·3 2,281.0 2.245·9 2,10].] 

3.ss6.8 3.sss.9 3-394-9 3-140·4 

1]2.1 186.4 18>.5 u6.8 
906.8 815.0 8o6.4 719.5 

1,078-9 1,001.4 988.9 846-3 
-

4.665-7 4.590·3 4.383.8 3.986.7 

any moment, they represent in point of fact a 
potential liability and are therefore shown under 
the heading " Contingent Liabilities " at the 
bottom of the summary table (see note 17 below). 

The sums shown under 7 (b) in the summary 
table represent loans. The composition of total 
loans and advances according to the character of 
the cover for the credits opened and the loans 
granted is shown below : 

Markkaa (ooo,ooo'•l 

1929 1930 1931 1932 

1.937·7 2,148.0 2.379·4 2,270.6 
85.8 98.1 90·5 65.3 

1,108.5 1,043·• 930.5 770-3 
10.8 17-5 20.2 16.2 

1,886.2 1,774-3 1,532.6 1,314.3 
2.272.6 2,391.5 2.458.6 2,776·4 

7.301.6 7.472.6 7.411.8 7.213.1 

xo. Su11dry Assets. The figures given are made up as follows 

192s 

I 
Mortgage loans, etc. 7·3 
Interest receivabl(" 62.5 
Sundries 82.1 

Total . . . 151-9 

12 and IJ. Capital and Reserves. 

The decrease in the aggregate capital in 1932 was 
due to the liquidation and amalgamation of cert~n 
banks (see introductory note above) whose cap1tal 
was written off to me"t losses. 

Markkaa (ooo,ooo's) 

1929 1930 1931 1932 

5·3 4·9 2.6 1.0 
92-9 94·9 95·9 77-1 

145·7 

I 
122.7 3o8.8 125,0 

243·9 222.5 407·3 203.1 

15. Cheques and Drafts tn Circt~lalion. 

The figures shown represent bank-post bills 
issued. 

16. Due to Banks (Correspot~dmts). 

The figures given und"r (b) are shown in th" 
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official statistics under the heading " Foreign 
correspondents " and represent in the main banks 
and bankers. The item " Inland correspondents " 
of the Finnish banking statistics, howe~r. consists 
almost ~"'clusively of current accounts of private 
clients of the banks. As the sums due to banks 
at home are not shown separately anywhere in 
these statistics, the whole of the item " Inland 
correspondentS" has been included in the current 
accounts in the summary table (see note to group 
17 below). 

192, 

Deposits in current account . . . . 625-4 
Inland CO<RSpOOdeDts . . . . . . 671.0 

Total (item 17 (•)) • ... 1,296 .• 
Unntili!led balaDces of ci<IClits opened . 938.0 

Total fmcluding ciOlC!it balances). 2,234-4 

As already stated above in the note to group 7 
of the summary table, the unutilised balances of 
credits opened constitute a potential sight liability 
and are shown in the summary table itself under 
the heading · " Contingent liabilities ". With 

1925 

Bills te-di5counted . . . . . 25.7 
Bonowings against security of pre-

mises . . . . . . . . . 3·4 
Other borrowings . . . . . . . 2.8 

Total . . . . . ... . . 31-9 

The bills re-discounted, mainly with the Bank of 
Fmland, are included on the assets side of the 
balance-sheet in the " Bills discounted ". 

' 192S 

Peosioa fonds . . . . . . . JO.o . 
Unpaid divideado • . . . . . . . 1.5 
In-payable . . . . . . . . . 6g.8 
Bills collected for third partieo . . '"·4 Son><lry accoon b • • • • • • . . . 120.8 

Total . . . . . 243·5 

It will be noticed that the third item, " Interest 
~yable ", is largely counterbalanced by the 
mterest receivable included in " Sundry assets " 
and show4 leparately in the note to group IO of 
the swnrnary table. 

-

17. Deposits. 

The current account deposits and the inland 
correspondents' accounts forming together item 
17 (a) of the summary table are shown separately 
in the following statement, which includes, in 
addition, the unutilised balances of the " Cash 
credits " and other current account credits accorded 
to the clients. 

' 
Markkaa (ooo,ooo's) 

1929 1930 1931 1932 

724.0 66g.8 667.1 626.0 
762.1 885.7 967-9 981.2 

1,486.1 1,555·5 1,635·0 1,007.2 
1,078-9 1,001.4 988-9 846·3 
2,565.0 2,556.9 2,623-9 2,453.5 

-

respect to the item " Inland corresponden,ts ", 
see note 16 above. 
18. Re-discounts and other Borrowings by the Banks. 

The sums shown under this heading in the 
summary table are composed as follows : 

Markkaa (ooo,ooo's) 
' 

1929 1930 1931 1932 

490·5 147-2 461.3 296.2 

4-2 4·1 3-S 3·3 
35-6 10,4 22.7 14-9 

530·3 161.7 487-5 J14-4 

20. Sundry Liabilities. 
The figures given in the summary table are made 

up as follows : 

Markkaa (ooo,ooo's) 

1929 1930 1931 1932 

52-J 54·9 57-1 53·5 
2.2 2.2 2.2 2.6 

84·3 68.4 56.4 44·7 
21.7 17.2 12.7 1·7 

146.5 109-9 91.2 67·1 
J07.0 2$2.6 219.6 176.2 

2:z. Contingent Liabilities. 

The sums shown under this heading consist 
of unutilised balances of credits opened (see notes 
to groups 7 and 17 above): 
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Summary ol Prolit·aod-Lo!ili .\eoouot.~. 

I. Gross Profits. 

The figures given in the summary table are composed as follows : 

Markkaa (ooo,ooo's) 

. 1925 l92Q 1930 1931 19}2 

~ 

Net interest and commtSSlons from 
discounts. loans and advances . 292.9 424.2 395·6 310.4 26<1.8 

Profit on securities and exchange . 31.8 46.5 ... 0 64.1 6:z.l 
Recovered from assets written off. 2.1 1.8 3·0 J.7 2.J 
Sundry profits . . . •7·3 25.6 ••·S 28.3 21.0 

Total . 354.1 498.1 463.1 I 400·5 355-2 

In conformity with the banking practice in most of the interest earned as given in these statistics 
countries, net figures for interest earned are given 
above. These figures have been calculated by , 4· DepreciatiotJ Accounts. 
deducting interest'paid shown under expenses in The amounts included under (c) in this group 
the official Finnish banking statistics from the total of the summary table were written down as follows : 

• 

1925 

Written off on : 
Discounts, loans and advances 18.4 
Foreign exchange . 2.2 
Assets not specified . . . . . 2.0 

Total . . . . . . 22.6 

5· Net Pro fit or Loss. 

It will be noticed that, in 1931, the Finnish 
banks as a whole had a net Joss. This was almost 
entirely due to the " Maakuntain Pankki ", which 
had a net Joss of 154.6 million markkaa, which 
was covered out of its capital and reserves _; as 
mentioned in the introductory note, this bank was 
amalgamated with the " Kansallis Osake Pankki " 
in 1932. The" Svenska Finlands Lantmannabank" 
also had a small loss in I9JI, which was covered by 
its carry-forward for the preceding year. In 1932, 
the " Abolands Bank :• and the " Luotti Pankki " 
had net losses of 15.4 and 4-5 million markkaa 
respectively, which were covered out of capital and 
reserves. 

Markka (ooo,ooo's) 

1929 1930 1931 193• 

51·9 68.3 237·• 90·2 - - - -
0.9 1.3 11.7 3·7 

52.8 69.6 248.8 93·9 

6. Ca"ied forward from Precedine, Year. 

The sums shown under this heading in the 
summary table are also included as " Undivided 
Profits " in the second item of the table. 

7. Taken from Reserves or Capital. 

For explanation of the figures given, see note 
to group 5 of the table. 

12. Other Purpose.<. 

The sums shown were all allocated to bfonevolent 
and similar purposes. 
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Introductory Note. 

Before entering upon an· analysis of banking . protected against loss, but the difficu!ti~s of this 
dt:velopments in France in · recent years, it is institution caused runs on other provmc1al banks 
important to mention cl>rtain aspects of ~e · and within a short time the Credit du RMne and 
organisation of the French money-market. 1 This an Angouleme bank had closed their doors. The 
market has at no time attained a very wide d.:velop- fall in raw-material prices brought certain colonial 
ment; a'comparatively small part of the resources banks into difficulties, most of which were only 
of the commercial banks has been devoted to the able to continue with Government assistance. 
financing of foreign transactions, and the volume At the beginning of 1931, the Credit lndustriel 
of bankers' acc,,ptanet's is small. The Bank of et Commercial extended its network of branches 
France does not, as a: rule, play an active role in and agencies by taking over the Banque d'Alsace 
the money-market. It is limited by its statutes et de Lorraine, whose difficulties came to a head 
from. engaging freely in open-market transactions. · as a result of advances made to Bauer,lllarchal & 
Moreover, as it discounts commercial paper at its Cie., who failed at the end of 1930. Later, the 
provincial branches, and is therefore to some Credit lndustriel absorbed the Banque Privee and 
ext :!lit a c:Orripetitor of the commercial banks, the bought a substantial interest in Comptoir d'Es
latter are generally reluctant to effect rediscounts compte de Ia Sarthe and in the Banque de Ia Vallee 
v•ith the central institution. dli Rhooe. · 

There is a market for contangos which operates · ·Even more important in· scope was the re
in connection· With the Bourse; but the total organisation of the Banque Nationale de Cr~dit in 
amount of carry-over money is small in relation to October 1931. This institution. which was 

, the volume of liquid resources which the commercial organised in 1913, developed very rapidly after 
banks deem it advisable to maintain. The funds the war until it reached the position of fourth 
for carry-over transactions originate in part from largest deposit bank in France. With capital 
private individuals. and business corporations. and reserves amounting to soo million francs, 
The call-money market has also been developed deposits of 5 milliards, commercial portfolio of 
to only a limited extent. It is partly as a result of 3 milliards and with 1,000 branches and agencies, 
these factors that the French commercial banks theBanque Nationale de Credit played an important 
habitually keep a large proportion of tlfeir excess . role in the economy of the country. It made very 
cash reserves in the lorm of deposits in foreign large advances to the Comptoir Lyon-Alemand, a 
banks and loans to foreign money-markets. This firm which held a considerable part of its capital 
tradition was established before the war and, stock. When that firm got into difficulties in 
as is well known, foreign short-term balances September 1931, a run on the bank began. The 
accnmulated rapidly during the post-war currency State intervened, announced the. creation of a 
depreciation. During the past few years, as will gnarantee fund, and itself advanced 2 milliards ; 
be shown below, a large proportion of these balances a short time later, the Banque Nationale de Credit 
have been repatriated in order to meet an increased went into liquidation and its assets and liabilities 
demand for cash at home. were taken over by a new organisation, the Banque 

The years 1929-1933 witnessed a sharp contrac- Nationale potir le Commerce et l'Industrie which 
tion in the activity and profitability of Frel)ch was constituted with a paid-up capital ohoo' million 
banking and the elimination of several important francs. 
institutions, through failure or amalgainatiori. In The difficulties of the Banque Nationale de Credit 
sev~ cases, the State was forced to come to the were followed by runs on other banks and within 
assistance of threatened institutions, and, in others, a few days the Comptoir d'Escompte de Reims, 
!~ was had to the ~ank of France an~ other th~ ~anque Syndicale de Paris, the Banque Cour
institntions. . The ·firs!. u:nportant ~reach. m. the VOISler and the Banque Commerciale Africaine had 
~rench banking orgamsatwn camew1th the failure closed their doors. The beginning of November 
m N~~ber 1930 of a regional deposit bank 1931 was marked by the failure of several old· 
operating m Boulogne- the ~nque.A~m, which established provincial banks, among which may 
had made large ll;dvances to 'f:s•prmcipal share- be mentioned the Banque Veuve Guerin et Fils at 
~&for specula two ?n the P~ Stock Exchange. L~ons, ~e Banque Ramel, Tardif et Cie. at 

ough the ~y mterventlOD of the Govern- Sa1tn-Etienne and the Banque Charpenay at 
DJeDt and the Ia.rge banks, the depositors were 1 Grenoble. 

' A brid deoalptiua of tbe baakinc t)'ltem it.elf and of tbe · f tlon · · ia tile JaR eclrtioa ae tllil pablicatioa. . lllaiD UDC: • of 1t. c:hief component part. wu given 
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· During the year 1932, banking failures and re

organisations were much less fr<·qucnt. The rnost 
important was the amalgamation of two large 
"banques d'affaires" in May'1932. The Banque 
de l'Union Parisienne, second only in importance 
to the Banque de Paris et Pays-Bas, was supposed 
to have suffered heavy losses on some of its invest
ments in central Europe, and, in the course of a 
few weeks, had to pay out 6oo million francs in 
deposits. It was assisted by a syndicate including 
its large shareholder, the Societe Generale de Bel
gique, and, in May 1932, it was amalgamated with 
the Credit Mobilier F ran~is, the third largest 
investment bank in France. · 

At the end of 1932 and beginning of 1933, a 
few provincial banks, including the Banque Re
naul<:I and the Societe Centrale des Banques de 
Province also failed. These failures, however, 
were mainly of local importance, and they did not 
give rise to general runs on banks as in the previous 
yeats. 

Many banks which continued to carry on business 
during these years closed down- branches and 
agencies, the number of which was, as shoWll below, 

End of : 1929 

1. Cash in hand and with banks, etc. 2,8z7 
2. Commercial portfolio and national 

defence bonds ............... 21,<>64 
3· Correspondents and debtors on 

current account ••••••••• 0 ••• 12,589 
4· Advances •• 0 ••••••••••••• 0 •••• 1.935 
5· Deposit accounts .............. 14,628 
6. Current accounts . .............. 19.437 
7. Acceptances •.................. 1,275 

The most str.iking feature in the above table is the 
increase in the importance of the cash item. Cash 
in hand and with banks, which at the end of 1929 
amounted to little more than 8 per cent of total 
deposits (which are practically all sight liabilities). 
rose to about II per cent in 1930 and 33 per cent 
at the end of 1931. The explanation of this 
movement would appear to be twofold ·- in the 
first place, the runs on banks characteristic of the 
period made it· incumbl'nt on them to keep 
abnormally large cash reserves in order to be 
prepared to meet abnormally large withdrawals. 
In the absence of any well-developed money 
market in Paris to which the banks could make 
short-term loans. they were forced to keep large 
sums in the unproductive form of cash holdings 
and balances with the Bank of France. This 
increase in cash· reserVl'S was largely (perhaps 
mainly) eff<>cted by repatriation, in the form of 
gold,' of balances hdd abroad (as reflected 
particularly in the decline in item 3 between 1930 

considerably reduced In the course of 193a : 

Number of perma· Number of all bran-
Ye:or nent branches and ches and agencif'!S, 

agencies• Including periodic 
and seasonal' . 

1925 1,803 3,120 
1929 . 2,o69 4,026 
1930 . . 2,166 4,283 
1931 . 2,202 4.355 
1932 . . . . 1,857 3.716 

The development of French commercial banking 
accounts during the depression may first be studied 
in the following figures relating to the four largest 
deposit banks. 1\Ionthly figures showing the 
principal accounts of these banks are compiled 
regularly by the Services d'Etudes Economiques 
of the Banque de France. The classification of 
items is not identical with that adopted in the 
atta,ched summary tables. 

1930 1931 1932 I September 1933 

Francs (ooo,ooo's) 

3.957 12,599 9.945 8,568 

20,224 18,269 21,93a 19,738 

.14.761 9,803 8,011 8.7JO 
1.577 1,100 1,044 1,254 

16,234 15,894 16,581 15.374 
20,447 22,35 I 21,178 18,807 

921 576 295 253 

and 1932). In so far as this gold was subsequently 
sold to the Bank of France, the sight balances of 
the commercial banks with that institution 
increased. In the second place, the repayment of 
credits found the banks little disposed to make 
fresh advances in view of the uncertain prospects 
of industry, and most of them preferred to maintain 

. an abnormally high ratio of non-interest-bearing 
assets rather than assume the risk of immobilisation 
of capital. Cash holdings were, however, reduced 
by 2,650 million francs during 1932 and by a further 
1,400 million during the first nine months of 1933. 
At the end of 1932, they amounted to 26 per cent 
of total deposits and at the end of September 1933 
to the same proportion. The decline in cash holdings 
during 1932 was partly due to an increase in public 
confidence in the stability of the banks. In part. 
it was due to the fact that the deposit banks took 
up large quantities of Treasury bills which were 
issued to finance budget deficits during this period. 

It is chiefly through commercial discounts tl1at 

• Refers to branches, etc., of six deposit banks on which summary tables 8 (to), I and 8(b), I are~· ' . 
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the deposit banks extend credit to industry and the · repatriated some IO milliard francs of short-term 
reduction in their portfolio, shown in the second in'lrestments abroad. In addition, foreigners 
~above, between 1929 and 1931 is not sqrprising transferred funds to France in large amounts, 
in vif-w of the fall in prices and the sharp decline seeking safety there. The extent of these transfers 
in the volwne of commercial transactions. No· is not known exactly ; they are estimated 1 at 
distinction is made in the published statistics 5 milliard fran('S in I931 and I milliard in 1932. 
between National Defence (Treasury) Bonds and It is not possible to say to what extent these funds 
commercil!l paper, but it is estimated 1 that were left on deposit with French banks, and to 
TNasury bon~ accounted for about 8,ooo million what extent they were used to purchase gold or 
francs of the total bill portfolio of the four deposit for other purposes. · 
banks at the end of 1931 and ;r3,000 million at the It will be seen from the above statement that the 
end of 1932. On the basis of these figures, it decline in advances has been relatively greater 
would appear that, during the course of 1932, the than in other credit items in the course of the 
commercial bill portfolio of the deposit banks past few years, amounting . to over 45 per cent 
dropped from over 10,000 million francs to under between the- end of 1929 and the end of 1932. 
9.000 millions. The increased holdings of Treasury This item, which has always been of small relative 
bills should be considered in relation to the decline importance, consists partly of cre~t granted .on 
in the banks' cash assets, to which reference has the security of stocks and merchandise ; the decline 
been made in the preceding paragraph. The in prices and the anxiety of the banks to maintain 
total ·bill portfolio declined by 'over 2,000 million a liquid position explains the heavy fall. Contango 
francs in the first nine months of 1933. llfaturing loans to the stock market are also included in this 
Treasury bills were not renewed, and deposits item, and the amount of such loans outstanding 
were withdrawn from the banks and invested in naturally fell with the decline in quotations and the 
new . issues of public and semi-public bodies. reduced volwne of trading. With the slightly 
Total deposits fell by 3,6oo million francs in the increased activity on the ~urse in the course of 
first nine months of 1933. ' 1933, the total of advances and report loans showed 

The decline in '' Correspondents and debtors on a moderate upward movement. 
CmTent account " shown in line 3 is largely The four large deposit banks whose accounts are 
explained by the repatriation of foreign short- swnmarised above were known to be less closely 
term balances, to which reference has already been associated with industry than most other credit 
made. During the years 1924-1926, the French institutions, and they suffered withdrawals of 
banks kept the greater proportion of their capital ' deposits to a much smaller extent than the other 
and reserve funds in foreign currencies. In 1927- banks. Their deposits, indeed, rose almost 
1929 they also kept abroad large parts of their continuously up to the end of 1932, when they were 
liquid resources in order to take advantage of the 3 Y:! milliards higher than at the end of 1929. The 
higher interest rates prevailing abroad. During decline which took place in connection with large 
1930, the total of correspondents and debtors public issues made during 1933 has alieady been 
on CmTent account rose by over one milliard francs. referred to above. At the end of September 1933, 
This was in part due to an increase in current deposits were again at the 1929 level. 
account loans to domestic debtors, reflecting the Acceptances of the four large deposit banks fell 
accumulation of stocks of goods, which cannot be by I milliard, or almost 8o per cent, between the 
financed through discounts. In part, it would end of 1929 and the end of 1932 ; there was a further. 
appear to result from the fact that private holders decline in the first nine months of 1933. In 
of foreign CmTencies, alarmed by the course of the part, this fall was due to the decline in international 
depression abroad, sold their holdings to the French trade ; for the greater part, however, it was 
banks. This resulted in an increase in the latter's doubtless due to a reluctance on the part of the 
correspondent accounts, until the holdin~ were French banks to hold resources in foreign currencies. 
reyatriated in the -form of gold. Repatriation of The banques d' aflaires suffered more during the 
foreign short-term assets took place on a very depression than the deposit banks, both on account 
large scale in 1931, the mosf important withdrawals of their closer connection with industry and on 
being made from England and the United States. account of the fact that a larger part of their 
Private capitalists also converted their foreign resources was devoted to foreign investment. 
CmTency holdings during this period of financial From the beginning of the depression, their activity 
panic. Apart from acceptances, the extent of this was largely limited to current transactions. In 
repatriation of capital is unknown ; but it is 1930, the banque1 d'aflaires brought out foreign 
unofticially tstimated 1 that, during 1931, French capital W;ues for the first time since the war. The 
banks, industrialista, nu:rchants and capitalists most important of these was the Young Loan. 

; P. Dtnut.u, iD IUvw II'!!.-;. PoliiU,.., May-june 1933. page 736. 
P. MIIYJIIAL • " La llalaace dee Com-- " iD R "' .,. · " "I'"" -~ • . .._ J r- "'* ""'-"' PololllJ"'• May· June, 1932, page ·sss. 
-·--........ -Y· ..... 1933. pap 66s. 
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A summarised statement of the accounts. of the banqt4CS d'a/{ai,es at the end of each y .. ar since 1929 
is given below : 

'I 
1. Cash in hand and with Bank of France. 
2. Correspondents, cOmmercial portfolio, 

etc · • • • . . . . • • • ·, • 
3· Investments and participations 
4· Loans and advances • • • • • 
5· Acceptances. • • • • • • • • • 
6. Deposits • . • • . • . • • • 

Whert!OI Current accounts· 
Time depollits. • 

1929 

1,678 
8g8 

2,855 
217 

4.917 
2,82J 
2,029 

The investment banks suffered a much more 
severe contraction of deposits than the deposit 
banks. During the year 1931, they lost almost 
I ,400 millions, or 30 per cent, of their deposits. 
Unlike the deposit banks, they did not increase 
their holdings of cash and cash assets over the 
period as a whole ; the apparent rise during 1930 
was due to one bank and is to be ascribed to a 
change in the method of acconnting. The total 
declined by 450 million francs in 1931 and remained 
practically stationary in 1932. Loans and 
advances of the investment banks, which normally 
constitute their largest credit item, declined by 
1,900 millions,' or two-thirds, between the end of 
1929 and the end of 1932. Investments and 
participations increased somewhat over this period, 
and the commercial portfolio, which includes 
Treasury bonds, etc., after undergoing considerable 
decline in 1930, almost regained the pre-crisis 
level by the end of 1932. The recent increase in the 
commercial portfolio reflects the tendency' on the 
part of the investment banks to devote a larger 
part of their resources to the purchase of Treasury 
bills and the. financing of current transactions .. 
It will be seen from the above table that there was 
·no appreciable reduction in acceptances before 1932. 

The destination of the sums withdrawn from 
French banks during the. depression cannot, of 
course, be traced with any exactitude, but it is 
known that a large proportion of the withdrawals 
did not find their way back to other credit institu
tions in which the public felt greater confidence, 
but remained in private hoards, in the form of 
gold or bank-notes. It is not at present possible 
to estimate accurately the amount of the former, 
but the Ia tter is reflected in the increased circula
tionofBankof France notes of large denominations. 
Between the end of 1928 and the end of 1931, the 
note circulation of the Bank of France increased 
by about 16,000 million francs. Of this increase, 
no less than 13,000 million was acconnted for by 
notes of 1,000 'francs, which are not commonly 
used in business transactions ; this demand was 
clearly for hoarding. In 1932, the tendency was , 
reversed, total note circulation falling by 826 million 
francs and circulation of 1,000 franc notes by 

Francs (ooo,ooo's) 

1930 

1,624 
g82 

2,217 
217 

4.813 
J,07Q 
1.661 

1931 

963 

I,J8J 
l,o62 

I 1JIO 
- 207 

3.442 
2,228 

1,164 

1931 

1.611 
1,031 

947 
92 

3.472 
2,448 

976 

140 millions. A certain amount of the sums 
' withdrawn from tht' joint-stock banks Wf're 

undoubtedly redeposited in the Bank of France, 
which accepts deposits from private individuals 
at its branches. Private current and deposit 
accounts in the Bank of France rose from 7,138 
million francs at the end of 1929 to 23,595 millions 
at the end of 1931, and dropped to 21,562 millions 
at the end of 1932. It is not possible to say how 
much of the increase between 1929 and 1931 was 
due to other banks and how much to private 
individuals, but some indication of the influence of 
the latter is shown in the fact that the Bank of 
France opened 26,614 new accounts in 1931 and 
8,220 in -1932, as compared with 7,800 in 1930. 
Finally, the Caisse des depots et consignations and 
the savings banks also attracted a large volume 
of new deposits. The sums entrusted to the Caisse 
nationale d'epargne rose from n,6so to 23,000 
million francs between the end of 1929 and the 
end of 1932. Total deposits in all savings banks 
increased from 32 milliards at the end of 1929 to 
over so milliards at the end of 1931. In addition 
to the greater security felt by many depositors in 
savings banks, and "particularly in the Caisse 
nationale, they were offered the attraction of 
higher interest rates and other servict's, such as the 
transfer of savings into Government bonds without 
commission. 

The policy of converting as large a proportion 
of assds as possible into liquid form could not fail 
to lower the earnings of the French banks, and the 
summary table shows that both gross and net 
profits have fallen steadily since 1929. The 
reduced commercial and financial turnover meant 
a reduction in their commissions ; interest rates 
were low ; and the banks were forced to make large 
allowances for depreciation of investments, this 
being particularly true ·of the banques d'affaim. 
On the other hand, in 1932, all the banks made a 
rigorous attempt to curtail expenses, and the decline 
in normal earnings was compensated to some 
extent by substantial profits made by the banks 
through their participation in the Government's 
financial operations, particularly the conversion of 
rentes. 



PRINCIPAL DEPOSIT BANKS . Table 8 (a) I. 

SUMMARY OF POSITION AT THE END OF : 
• I 

ACCOUNIS 

. 6 Numl>er- of: Ban.ks • • • • • • • • • • ·• • • • • 
Branches and Sub-Branches • • • • • · · I,803 

AsSETS. 

L Cash. • • • • • • • " • • • • .. • s • • • • • 
(a) Gold, silver and small coins . • ·' • . • 
(b) Inland notes and balances with Central 

Bank • • • • • • • • . . . • . . • • • 
2. Other Items of a Cash Nature. . • . . . . . . 
3- Bills discounted and bought . . . . . . . . . 

· (a) Treasury bills. • • , · .- . . . . • . . . 
(b) Commercial bills; Inland. • . .. . . 
(e) Commercial bills, Foreign . . ... 

+ Investments and Securities. .. • . . • . • . • 
(a) Goverxunent ••.••........ 
(b) Other • • • . • . • . • • . . • . . . 

.5- Participations. . . • • • • • . . . . . . . • 
6. Due from Banks (Correspondents) . · • • . . 

(a) Athome ....•.....•. 
(b) Abroad . . . . . . . . . • . . 

132 

I09 

6 
2,06g 

'· ~ 

. 1930 . ' 1931 1932 

6 . 6 6 
2,166 2,202· '1,857 

FraDcs (ooo,ooo's omitted) 

I35 

7,900' 13,343 

24.555 
. ·-
-· 
I6o 

159 

·-

20,gii 

177 

.II,I93 

-
I26 

ISO 

1· Loans and Advances. . . . . • . . . . . . . . 6,243 13,966 16,032 13,473 10,206 
(a) On current account . . . . . . . . . . 4,725 10,833 13,065 n,8u 8,66-t. 
(b) Other • , • . , . . . . . , • • , , , 1,518 3,133 2,967 1,662 1,542 

8. Cover for Acceptances. . • . . . . • . • . . . 500 1,742 1,242 7I8 357 
g. Premises. etc. . . . . . . . . • . . . . . . 237 26o 280 297 187 

Io. Sundry Assets • • • • • • • • • .' • • • • • 173 189 · 184 159 132 
IL Total Assets • • • • • • • • • • • • • • • • l-::-2'""8,-'90:..::1:.._ 48,759 . 50,512 l--:4-::-9,2-::-6-:-:0:- 47,776 

--~--1--~--1--~---1-~---· 

LIABILITIES. 

u. Capital paid up. . . • . . . .. . . . • . . . 
IJ. Reserve Funds . . . . • . . . . . . . . . . 
LJ. Profit-and-Loss Accounts, Undivided Profits, etc·. 
IS. Cheques and Drafts, etc., in circulation . . . . 
I6. Due to Banks (Correspondents) . . . . . . . . • 

(a) At home. . . . . . . • • . . . . .• 
(b) Abroad . . • . . • . • . . . . . . . 

I7. Deposits . . . . . • . . , . . . . . . . . , 
(a) Current accounts and sight deposits ... 
(b) Savings accounts ....••.. •. . . . 
(e) Tune or fixed deposits. . .....•.. 
(tl.) Other deposits •...••...... 

IS. Rediscounts and other Borrowings . • . • . . • 
I9. Ac.ceptances and EndorsemeJ)ts. . . • . . . . 
20. Sundry Liabilities. • .. • . • • . . • . . . . 
u. T ota1 Liabilities. • • . • . . • . • • . • . • 

22. Value of currency in cents of a U.S. dollar at 
. . the end of each year. . . . . . . . . . . . . . 

!,156 
561 
212 

718 
132 

500 
359 

28,901 

.3·74 

1,643 
1,897 

379 

42,6o8 
39.502 

2,890 
216 

I,742 
490 

48,759 

3·94 

I,701 
2,038 

390 

3,219 
251 

- ' 
1,242 

392 
50,512 

3·93 

-' 
44.568 
<fi,8oo 

2,500. 
268 

718 
402 

49,260. 

43·385 
<f0,886 

357 
352 

~7,776 

.. 
3-90 

' 
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FRANCE. PRINCIPAL INVESDIENT BANKS Table 8 (a) II. 

ACCOUNTS 

i SUMliARY OF POSITION AT THE EXD OF :) 

1------~----------~------~-----1 

Number of Banks . . . . . . ' 

ASSETS. 

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

Bank . . . . . . . ., . . . 
2. Other Items of a Cash Nature . . . . . 1

1 3· Bills discounted and bought . . . . 
(a) Treasury bills. . . . . . . I 
(b) Commercial bills, Inland. . . . I 
(c) Commercial bills, Foreign . . \ 

4· Investments and Securities. . . . . . '· 
(a) Government . . .. 
(b) Other . . . . . . . 

5. Participations. • . . . . 
6. Due from Banks (Correspondents). . 

(a) At home ....... . 
(b) Abroad : . . . . . . . . . 

7. Loans and Advances. . . . . . 
(a) On current account . 
(b) Other . . . . . . . 

8. Cover for Acceptances: . . 
9· Premises, etc. . . • . . . . 

xo. Sundry Assets . . . 
II. Total Assets . . . . . . 

LIABILITIES. 

12. Capital paid up. . . . . . . . 
13. Reserve Funds . . . . . . . . 
14. Profit-and-Loss Accounts, Undivided Profits, etc. 
15. Cheques and Drafts, etc., in circulation . . 
16. Due to Banks (Correspondents) . . . . . . . 

(a) At home. . . . . . . . . 
(b) Abroad • . . . . .. 

17. Deposits . . . . . . . • . • . . . . . . . 
. (a) Current accounts and sight deposits. . 
(b) Savings accounts . . . . . . . . . 
(c) Time or fixed deposits. . . . . 
(d) Other deposits . . . . • ., . . . . 

18. Rediscounts and other Borrowings . . . 
19. Acceptances and Endorsements. . . . . . •. . 
20. Sundry Liabilities. . . . . . . . . . . . . 
21. Total Liabilities. • . . . . 

22. Value of currency in cents of a U.S. dollar at 
the end of each year. . . . . . • . . 

3 

420 

372 

II9 

1,854 
1,664 

190 

25 
69 
46 

4,941 

450 
246 
98 

II6 

3,86o 
2,612 

24 
147 

4,941 

3·74 

1930 1931 

3 3 3 

Francs (ooo,ooo's omitted)· 

66o 
1,678 

.6ol 

297 

2,855 
2,683 

172 
217 
67 
75 

6,864 

6oo 
421 
158 
397 

2,029 

65 

985 
1,624 

2,217 
2,050 

167 
217 

73 
So 

6,603 

Goo 
428 
158 

'264 

1,661 

73 

543 

793 

269 

1,310 
1,291 

19 
207 
72 
92 

5,089 

uoo 
433 

- IIO 
206 

1932 

2 

6o2 

•· 270 

947 
939 

8 
92 
79 

105 
4,831 

- Goo 
418 
so 

100 

217 217 207 92 
__ 1_54 _____ 1-,-:23,_

1 
___ ~ _· _ _il9_ 

6,864 6,603 5,089 4,831 

3·94 3·93 3·92 



PRINCIPAL COMMERCIAL BANKS ' Table 8 (a) Iii. 

SUMMARY OF POSITION AT THE END OF: 
' . 

ACCOUNTS 

1931 __ _;_·" \ 

Number of :Banks • • • • . • • • • · • · · · •· 9 9 9 9 
Branch~ and Sub-Branc:J:es · • • . . . __:r:...:,8_o..:3:....r.-2..:..,o_69..::._

1 
__ 2'-,r-66_ 2,202 

ASSETS. 

' 
I. ~ Goid: sll~·;u;d·s~all ~oins" : : : : : : I 

(b) Inland notes and balances with Central · 
Bank .. ·-· .............. \ 

2. Other Items of a Cash Nature •...••.• 
3- Bills discounted and bought . . • . . • . • • 

( •) Treasury bills . • • • • • • • • . • • . 
(b) Commercial bills, Inland . • . . . . • • 
(c) Commercial bills, Foreign . . • • • • • 

- 4- Investments and Securities. • . . . , . • . • • 
(•) Government ••••.•..••... 
(b) Other • • • . • . • • • • . . . . • • 

S- Participations. • . • • . . . • . • • • . . • 
6. Due from Banks (Correspondents) . . . • . . • 

(•) At home. ! .•.•.••.....• 

• 

Francs (ooo,ooo's omitted) 

· 9,310" r4,3o6 

18,410 26,179 22,294 

975 

. 228 "435 444 446 

1932 

8 
1,857 

12,159 

420 

(b) Abroad • . • • • . • • . . . . • . . , 
7· Loans and Advances. • • . . . • • • . . • . 8,097 16,821 18,249 14,783 II,153 

(•) On current account . • • . • . • . . . 6,389 . I:J,S16 1,5,II5 13,102 9,603 
(b) Other. • • . . • . . . . • . . . . . • 1,7o8 3,305 3,134 , 1,681 1,,5,50 

8. Cover for Acceptances. . • . • • • • . • • . 525 1,959 1.459 925 449 
g. Premises, etc. • . • . • • • • • . • • • • • 306 327 • 353 369 266 

10. Sundry Assets • • . • • . . • • • . • • . . I-::~27I9=-I-=c~26=:4:-r--==--::-26-:-:4:- 1 
__ __.:25=-I-I--::::--:'23:0::7:

II. Total Assets • • • • • • • •• • • • • • • • • 33,841 55,623 57,115 54,349 5l,607 

LIABILITIES. 

12. Capital paid up. • . • • . • • . • . • . • . 
13- Reset ve Funds • • . • • • . . . • . . . . • 
L4- Profit-and-Loss Accounts, Unoivided Profits, etc. 
IS- Cheques and Drafts, etc., in circulation. • • • 
r6. Due to BanJcs (Correspondents) • • • • • • • • 

{4) At home. . • •••.•••..••. 
(b) Abroad . . . . . . . . . . . . . . . · 

17- ~ts . . . . . ... . . . . . . . . . . . . 
(") Current accounts and sight deposits • . • 
(b) Savings accounts . . • • • • • • . • • 

· {c) Time or fixed deposits. • .••••••• 
( tl) Other deposits • • . . • • . • • • • • 

18. Reru.counts and other Borrowings . , • • • • • 
19. Acceptances and Endorsements. . •••.••• 
20 .. Sundry Liabilities. . . . . . . . . . . . . . 
2L Total Liabilities. • . . . . . . . . . . . . . 

22. V;tlue of currency in cents of a U.S. dollar at 
the end of each year. . . . . . . . ~ . . . . 

r,6o6 
807 
3I~ 
II6 

_s,8go 
:zo8 

524 
so6 

33,841 

3·74 

' 2,243 
2;318 

537 
397 

4.919 
281 

55,6l3 

4,88o 
324 

3-93 

1,983 
2,317 

415 
. 206, 

.. -

48,010 
4<f,028 

925 
493 

54,349 

3-92 

2,090 
2·,315 

345 
roo 

3,268 
2,5,5 

449 
451 

5l,607 

3-90 
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FRANCE. PRINCIPAL DEPOSIT BANKS Table 8 (b) I. 

SU!>iMARY OF PROFIT-AND-LOSS ACCOUNTS 
, AND DISTRIBUTION OF PROFITS 

FOR THE YEARS : 
ACCOUNTS 

I 
1925 1929 1930 1931 193:1. 

. -
Number of Banks. . . . . . . . . . . . . . . . 6 6 6 6 5 

Francs (ooo,ooo's omitted) 

Capital paid up. . . . . . . . . . . . . 1,156 1,643 1,701 1,702 1,490 
Reserves and Undivided Profits. . . . . . . 596 1,949 2,099 2,II3 1,96<) 

I. Gross Profits . . . . . . . . . . • . . . . . 
To be deducted: ' 

- -
2. Expenses . . . . . I . . . . . . . . . . . . 

' (a) Salaries, etc. . . . . . . . . . . . . 
(b) Other working expenses . . . . . . . . 
(c) Taxes, etc. . . . . . . . . . . . . . . 

3· Reserved for Pension Funds, etc. . . . . . . . 
4· Written off on {Depreciation Accounts for). . . 

(a) Premises, etc .. . . . . . . . . . . . 
f(b) Investments and securities. . . . • . . 
(c) Other assets ' . . . . . . . . . . . . . 

-
5· ·Remaining Net Profit or Loss . . . • • . . 176.8 316.4 320.7 -266.7 216.9 
6. Carried forward from preceding year. . . . . . 34·9 51.6 6I.I 69.2 69·9 
7· Taken from Reserves or Capital. . . . . . . - - - 494·7 -

' 
8. Total Amount disposed of for Dividends, etc .. ·- 211.7 368.0 381.8 297.2 286.8 

9· Carried to Reserves . . . . . . . . . . 17.0 22.1 21.8 13.8 9·4 
10. Dividends . . . . . . . . . . . . . . 140.1 271.6 277-5 2o6.o . 204.8 
II. Directors' Fees, etc . . . . . . . . . . . 7·2 13.2 13.3 7·5 6.3 
12. Carried forward to following year . . . . . . 47·4 61.1 6<}.2 69·9 66.3 

13. Total as above . . . . . . . . . . . 211.7 368.0 381.8 297.2 286.8 

14. Value of currency in cents of a U.S. dollar at 
the end of each year. . . . . . . . . . . . 3·74 3·94 3·93 3·92 

·I 
3·90 



Balanee-sheel Summary. · 

The number of deposit banks included in 
Summary Table &(a) I has rcmained unchanged 
throughout the period covered. As stated in the 
introductory no~. the Banque nationale de Credit 
went into liquidation in 1932 and its assets and 

. liabilities were taken over by the newly-organised 
Banque nationale pour le Commerce et l'Industrie. 
According to its statutes, the first balance-sheet of 
the new bank will be published at the end of -1933· 
It has, however, published a statement of accounts 
as at the end of 1932, which has been used in the 
summary table. · 

No figures are available for the number of 
br.mches of the Banque nationale de Credit in 
e:Dstence at the end of 1931 ; the 1930 figure for 
this bank has been used in the summary table. 
The figure shown by the Banque nationale pour lo 
Commerce et l'Industrie for number of branches 
at the end of 1932 is provisional, and is probably 
too low. 

1925 

Fiw (si_, 1931, sirr) Uposil....._: 
Cash in haDd, with Bank of 

- Frauce and Pab~ 'fn:amry •. , 2,106 

Sight """'ores with other banks _ 1,216, ~ 
Conpous due for paJIDeDt. etc •• 165 , 

- Total (2) . . . . . . 1,381 
cndit L70• .;s: 
. Cash in band. with _Tn:amry and -. . banks • • • • ;' • • • • ••• 956 

Total sis dcp. banks , . . . 4-443 , 

The number of investment banks (Summary 
Table 8 ( «) II) fell from three to two in May 1932, 
as a result of the fusion of the Credit Mobilier Fran
~ with the Banque de !'Union· parisienne. As 
the former bank published its balance-sl}ee.t as at 
June 30th each· year,· it was necessary that the 
figures for June 30th, 1931, which had already been 
used for the 1930 column, should be used again for 
the 1931 column in the summary table. 

I and 2• Cash Assets, etc. 
' 

In the common summary table, as well as in • 
that for the deposit banks alone, joint figures are 
given for the first two asset groups, as one of the 

. most important banks (the Credit Lyonnais) did 
not show Its _sight balances with other banks 
separately from cash in hand and with the Bank 
of France before 1931. The balance-sheets of the 
other five deposit banks allow a somewha~ more 
detailed classification of the cash assets as shown 
below : · 

Francs (ooo,ooo's omitted) · 

1929 1930 1931 1932 
' 

' 

2,04% 3,022 ll,759 9.666 
3.002. 3·190 1,314 1,334 

342 373 270 193 
3·344 3·563 . 1,584 1,527 

.. 
1,037 1,315 ' - -
6,422 7.900 13.343 . 11,193 

It will be noted that the banks, as a rule, hold · any bank give sep~te figures for notes and coins •. 
part of their cash reserve in the form of .sight The fi_gures in group (r) of the summary table 
~ "'rith the Treasury, which raises- part of ~or the mv~tment banks likewise represent cash 
rts ways-and-means funds by receiving money on m hand, wtth the Bank of France and with the 
current and deposit account. These balances are Treasury. The figures in group (2) of the same 
not shown separately by any of the banks, nor does table are composed as follows : · · 

- . .. 

I 1925 

l••rl-fll IHJ.U.s: 
Bata'K"ft with banks and corrn- I poa.denb in France and abroad 670 
Coupon. due 1M payment. • • , 21) l . 

Total (zl. • • • • • • • • 690 

3- Bills tliwmnld atul bought. 

. n.e 5Uil1S in this group of the su~~ tables 
mr~ Treasury bills (fxml tie la tlifense nationak), 
which are seldom shown separately by any of the 

' 

1929 I 1930 I 1931 I 193:Z 

Francs (ooo,ooo's omitted) I 
• 

c. •• 930 385 
36 344 

55 35 20 
66o 985 of20 364 

.banks under review, and also a small amount of 
bills for collec~ion and foreign bills. · 

4 and 5· Investments: Participations. 
The security holdings of both the deposit and the 
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FRANCE.· .. · PRINCIPAL INVESTMENT BANKS Table 8 (b) II 
-

' . . ' SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
... 

'' ·AND DISTRffiUTION OF PROFITS •. 
FOR THE YEARS : ACCOUNTS 

. 
1925 1929 1930 1931 1932 

. 
Number of Banks. I (I) . .. . . . . . . . . . . . . . 3 3 3 ,. ' ··2 . 

~. . . . . ~ .. ; - Francs (ooo,ooo'a omitted) 

Capital paid up.· . . · 
. 

450 6oo. 6oo , 
6oo . . . . . . . .. . . . . 

Reserves and Undivided Profits.·. . . . ' . . 282 465 477 -437 

I. Gross Profits . . . . . . , . . . . . . . . 136.2 246.0 251.2 . 146.6 

To be deducted: 
' 

2. Expenses. - 67.0 117.0 125.0 I02.I . . . . . . . . . . . . . . . . .. 
(a) Salaries, etc. . . . . . . . . . . . . ( ,, 

I 85.2 (b) Other working expenses 53·9 92.2 94+ . . . . . . . 
(c) Taxes, etc . . . . . . . . . . . . 13.1 . '24.8 '28.6 ' 16.9 

3· Reserved for Pension Funds, etc. . . . . . . . 1.7 2.6 4·8 -4·9 
4· Written off on (Depreciation Accounts for) . . . 5·7 10.5 II.J . 8.1 

(a) Premises, etc. . . • . . • . . . . . . - - - , . -
(b) Investments and securities . . . . . . . - - - . -
(c) Other assets . . . . . . . . . . . - - - . -. . . 

' ' 
. ·5· Remaining Net Profit or Loss . • . . . ·61.8 

• 115.9 110.1 31.5 
6. Carried forward from preceding year. . . . . 35·5 44-I ·49-I ' 18.5 
7· Taken from Reserves or Capital. , . . . . . - - - -
8. Total Amount disposed of for Dividends, etc .. . 97.3 160.0 159.2 . 50.0 

/ 

9· Carried to Reserves . . . . . . . . . . . 4.8 8.1 S.J ' 1.6 
xo. Dividends . . . . . . . . . . . . . . . 53.x 96.o 95.o ' . 30.0 
II. Directors' Fees. etc .. . . . . . . . . . . ... 3·7 6.8 6.3 . . -
12. Carried forward to following year . . . . . . 35·7 49·1 49·6 18.4 , ---
13. Total as above . . . . . . . . . . . . 97.3 160.0 159.2 . 50.0 

14. Value of currency in cents of a U.S. dollar at 
the end of each year. . 

3·74 3-94 3·93 3-92 3-90 . . . . 
• Profit·&nd·IOSS account for Credit Mobilier Fran~is not available. 

investment banks i:iclude shares and bonds of 7· Loans and Advances. 
private undertakings in addition to f'entes and As mentioned in the preceding note, current 
other Government securities ; as a rule, the banks accounts include correspondents. In the case of 
do not show the composition of their investment banks which do not show cover for acceptances 
portfolios in detail. as a separate item, an amount equivalent to their 

6. Due from Banks (Correspondmts). 

The correspondent accounts, apart from the 
sight claims (mainly bank cheques and clearing 
balances) included in the cash reserve, are not, 
as a rule, shown separately, but are included in ' 
the ordinary current accounts (group loans and · 
advances). 

acceptances has been deducted from current 
accounts and carried to group 8 of the summary 
table. · 

The other loans and advances (7b) consi5t 
of contangos (reports) and guaranteed advances 
(avances sur garanties). These are given separately 
by all the banks except the Credit Lyonnais and, 

. since 1931, the Credit Industriel et Commercial : 

. 



FR..UC& PRINCIPAL COMMERCIAL BANKS Table 8 (b) liT. 

-

SUMMARY OF PROFIT·ANO-LOSS ACCOUNTS 

' ' 
AND OlSTRffiUTION OF PROFITS 

' FOR THE YEARS : • 
ACCOUNTS 

- 1925 1929 1930 1931 1932 
' 

-
Number of Banks. . . . . . . . . . . . . . . . . 9 •9 9 9 7 

Francs (ooo,ooo'a omitted) 

Capital paid up. . . . . . . . . . . . . . . . . I,6o6 2,244 2,301 2,302 2,090 

R suves and Undivided Profits. . . . . . . • . - 878 :2,414 2,576 2,592 2,406 

x. Gross Profits. . . . . . . . . . . . . . . . 
To be tledvdd: \ 

z. Expense ...... . . . . . . . . . . . . 
( •) Salaries. etc. • . . . . . . . . . . . . 
(b) Othenvorking expenses . 

. . . . . . . . 
(c) Taxes, etc. • .• • . . . . . . . . . . . 

3- Reserved for Pension Funds, etc. . . . . . . . . 
4- Written off on (Depreciati011 Accounts for) . . . 

(•) ~.etc. .....•• ' . . . . . . 
(b) Investments and securities. . . . . . . 
(c) Other assets . . . . . . . ' . . . . . 

5- Remaihing Net Profit or Loss • . . . . . -. . 238.6 432.3 430.8 -259.8 248.4 
6. Carried forward from preceding year. . . . . . 70-4 '95·7 II0.2 Il4.8 88.4 
1· Taken from Reserves or Capital. • . . . ,. . . - - - ' 562.9 -

/ 

8. Total Amount disposed of_for Dividends, etc. . 309.0 528.0 541.0 417.9 336.8 

9- Carried to Reserves. . 21.8 30.2 30.1 8o.o II.O . . . . . . . . . . . . . 
10. Dividends . . . . . . . . . . . . . . . . . 193-2 367.6 372-5 242.0 234·8 
II. Directors' Fees, etc .• . . . . . . . . . . . . 10.9 20.0 19.6 7·5 6.3 
12. Carried forward to following year. . . . . . . 83.1 II0.2 n8.8 88.4 84·7 

13- Total as above • . . . . . . . . . . . . . . 309.0 528.0 541.0 417.9 336.8 

Lf. \·aloe of currency in cents of a U.S. dollar at 
the end of each year. . . • • . . . . • • . 3-74~ 3·94 3·93 3-92 3-90 

• 

1925 ' 1929 I . 
I 1930 • I· 1931 I 

1932 

Francs (ooo,ooo'a omitted) 

FiH (•i~~a 19JI,/OMT) tiepo•itJ ban4•: -
c-tan~ ••.•.•..•.••.•.•.••.• 187 335 131 15 ' 27 
~teed advaaces ••••••••.••• 1,0<}2 2,337 2,42:1 1,291 t,tsz - Total ............. " ......... (,279 2,672 z.ss3 ~·306 1,179 

c;..u;, L,.,.....is (au, dJIU 19JI, 
c.-uu Iuurid 11 c--euu): . 
<=-taapaod par.u~teed adva~. ·239 461 4'4 356 363 

Total lis depooit banks •••. ..,.s 3,133 I •.'J67 1,66:1 1,542 1_14_,.,....., 
c-ta.p ..................... 131 !68 164 16 8 
~ adYaacel ••••••••••••••••• S9 4 3 3 -

T-.1 illY-til banks ••• 190 172 167 19 8 . 
. 
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8. Cover for Acceptances (see preceding note). 

II and 21. Total Assets and Liabilities. 

The 1931 figures given in Summary Tables 8( a) I 
and 8 (a) III do not include reported losses of tht> 
Banque nationale de Credit, equal in amount 
(507 million francs) to the bank's total capital, 
reserves and profit balance, which are likewise 
excluded from items 12, 13 and 14. 

12. Capital paid up. 

The uncalled capital of the deposit banks is 
excluded from assets and liabilities. Throughout 
the period under review, the capital of the 
investment banks has been entirely paid up. See 
also note to previous group. 

15. ,Drafts and Cheques in Circulation. 

These items are not shown separately in the 
balance-sheets of the deposit banks. The figures 

shown in the summary table of the investment 
banks (and in the combined summary table) 
represent "bills and cheques payable". 

16. Due to Banks (Co"espondents). 

As a rule, the correspondent accounts are not 
shown separately in the balance-sheets of the banks, 
but are included in ordinary current accounts. 

17. Deposits. 

Current and cheque accounts (17a) also include 
correspondent accounts. The sums given undt•r 
" other deposits " (17d) represent " accounts 
payable after collection ", etc., where shown 
separately. 

18. Rediscounts, etc. 

Not shown separately in the balance-sheets of 
the banks. 

Summary or Prolit-and-Lo1!8 Aeeouuts. 

No profit-and-loss account will be published for 
the Banque nationale pour le Commerce et l'ln
dustrie until the end of 1933. SummaryTable 8(b) I 
therefore covers only five deposit banks for 1932. 
Most of the deposit banks show their net profits 
only after deduction of working expenses, deprecia
tion, provision for doubtful claims, allocations to 
staff funds, and-sometimes even directors' fees. 
This policy obviously allows the directors to make 
whatever statement of net profits they wish and 
facilitat«-S the setting aside of hidden reserves. 

The investment banks publish more or less 
detailed profit-and-loss accounts. . No statement 
was published relating to the Credit Mobilier Frail
<;ais in 1931. Figures are accordingly not given 
in Summary Table B(b) II for that year. 

I and 2. Gross Profits and Expenditure. 
• 

The figures for salaries and other working 
expenditure shown in the table of investment 
banks include a large proportion of the fees and 
remunerations of directors. 

\ 

3- Reserved for Pension Funds, etc. 

The sums given in the investment bank table 
refer solely to the Banque de Paris et des Pays-Bas. 

4· Depreciation. 

Including sums used in or reserved for building 
and construction purposes. 

5- NetProfit or Loss. 

The figures in tables 8( b) I and III for 1931 are 
chiefly affected by inclusion of the net disclosed 
loss of the Banque nationale de Credit, amounting 
to 500 million francs. This loss was covt•red out 
of capital. re&"ves and undivided profits, which 
are included in the figures given at tht> top of those 
tables for 1931. 

The capital and reS<.·rves {II4 million francs) of 
the Credit Mobilier Fran~ais are also includt•d in 
the figures shown at the top of 8( b) III in 1931, 
although no profit-and-loss accounts of the bank 
were published for that year. 

10. Dividends. 

The banks do not follow a common practice 
with regard to the dividend tax ; some include it 
in their dividend figures, while others do not. 

II. Directors' Fees, etc. 

The sums shown in this group of the summary 
-tables include a small sum representing dividends 
or " Founders' shares ". Some banks do not 
disclose directors' fees, but include them wholly 
or in part in the expenses which they deduct 
before showing profits. 
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GERliANY. 

llltroduetory Note. 

The r.haracteristic features of ,the commercial · 
banking system of Germany were set out in some 
detail in the last issue of this lti enwrarulum, and 
an aecount was given of. its developme';lt up to 
1929- The banking developments which have 
taken place in Germany since then have been largely. 
influenced by the attempt on the part of foreign 
creditors to liquidate part of the large volume of 

credits previously extended to German banks and 
industry. . . 

Some measure of the growing importance of 1 

foreign funds in German economic life during the 
few years preceding the/ depression is afforded in 
Table' I below, which shows the total foceign 
indebtedness at various da'tes since 1926 divided 
a<:rording to the class of indebtedness. . · 

( . -, 

. . . '. ' . . . . 
T~bk L -· EsnluTED TOTAL FoRF;IG!! INDEBTEDNESS OF GERMANY (EXCLUSIVE OF REPARATIONS}. 1 

. 
• ' r I • ' 

• ' . 

Eod af: 
•9•6 1927 

. 

L Sbort-term debts . . . . . . . .f. I 6.6 
n. Loac-tcnD debts . . . . . . .f. I 5·4 m Other iuttslweDts. . . . . . . 3·5 .f.s 

Total. . . . . . 11.7 
I 

~6.5 

' . 

It will be seen that, from the end of 1926 to the · 
end of 1929. the total foreign indebtedness of 
Gennany increased by some IJ milliard R..'\1. 
Xore than half this gr<JW\h is accounted for by 
sbort-tenndebt, whic,hinereasedm,uch.more rapidly 
(over 175 per cent) than either long-term debt 
(75 per cent) or other foreign investments (70 per -
cent). Detailed statistics available for 1932 show 
that the bulk of the long-~ debts are owed by 
ecooomic enteJprises (47 per cent) and public 
authorities (33 per cent). . The co~ercial banks 
account for only 1!5 pet cent of the total ;·it would 
appear that their long-term debts are largely due 
to foreign. banb .. 'The banks account, of cour5e,' 
J .... r a much higher proportion. (over 50 per cent1 of 
the lbort-tenn debt. Industry accounts for almos~ 
.ofO per cent and public authorities aoo other 
borrowen b the remainder. Practically the 

RM. (ooo,ooo,ooo's) 

1928 1929 l930 July 1931 

9-0· 11.7 10.3 ' 8.11' 
. 7.0. 7·3 ·,. 9.a '9-0 
s.s 6.0 6.0 6.0' 

' 21,5 . 25.0 ·' 25-5 ' .-23-~ \ ' J ' ., 
' . 

whole -~f· ;h~ foreign.,sho~t-term debt of G~an 
banks is due to commercial banks abroad. 
Moreover, according to estimates for recent dates 
it would appear that more than half the short-term 
debt!!. of industry and oommerce are also due to 
foreign banks .. anq financial establishments;· either, 
in the form of direct debts ·or of acceptance credits, 
It is not known what proportion of total long-term 
debts and other investments are held by foreign 
banks, but it is, clear that foreign as well as German 
banking institutions were heavily ~nvolved in the 
increased Geonan borrowing abroad during the 
reconstruction period. · · 1 • 

Table :z shows the form which the borrowings of 
the German banks took in the period 1926-1929._ and 
enables a comparison to be made between the 
growth oftheir.foreign .liabilities and the increase 
in their foreign assets. · .. · . ' · · · • ' · · 

1 
.._.": lleport ol tiM_" .Baaken' (WIJiio) Committee" oo tbe Credit Situatio11 in Germany • 

• 



GERMAN11' ' III 
Table 2.- FOREIGN SHORT-TERM LIABILITIES 

AND ASSETS OF ALL THE GERMAN BANKS. 1 

· The short-term liabilitit'S of all banks incr~asro 
from 3·5 milliard RM. at the end of 1926 to 
8.6 milliard RM. at the end of 1929. . They thus 
accounted for ahnost 70 per cent of the total 
increase in foreign short-term liabilities shown in 
Table I between the dates mentioned. The 
greatt>r part of the increase is reflect .. d in the 
deposit accounts of the German banks'; intere~t
bearing deposits of foreign ongm rose by 
2.3 milliard RM., while non-intert'st·bcaring current 
accounts increased by almost 3 milliards. " Loro " 
accounts, which represent German banks' 
borrowings abroad 9n behalf of clients (acceptance 
credits) constitute the most important item. 
Current accounts arising out of drafts, which 
include finance bills, come ·next in ordt•r of 

. 
I 

LIABILITIES. 

1. Domestic bills dis-
counted abroad . . . 

2. Interest-b~aring current 
accounts : 

(a) u Loro •• • . 
{b) "Nostro •· 

3· Non-interest-bearing cur-
rent accounts : 
(a) Drafts (Tralltt•) . 
(b) Evidenzkonle11 , • 
Of whicA: ' 

I. Forwardexchange 
2. Security dealings 

4· Other liabilities . . . 
Of which: Participa· 

tions . . . . . 
Total , . . . 

ASSETS. 
' 

1. Foreign bills ' . . . 
z. Interest-beating current 

accounts: 
(a)." Loro" . . . 
(b) "Nostro" . . . 

3· Non-interest-bearing cur-
rent accounts : 
(a) Drafts (Trallen). 
(b) Evidemkonlm • 
Of wAicA: 

1. Forwardexcbange 
2. Security dealings 

4· Other assets. . . . . 
Of wAicA: Participa-

tiona. . . . . . . 
Total. . . . . 

Of whicA: Reicbsbank 
Devisen . . . 

1926 

145 

1,549 
750 

491 
43• 

. 
105 

(72) 

3-47• --

635 

25 
1,322 

27 
426 

. . 
49 

(35) 

2,734 

9591 

End of 

I !9•7!1928!~ 
RM. (ooo,ooo•s) 

136 '49 

2,748 J,186 
J,oso 1,062 

-
1,106 2,019 

537 ~-046 

(528) {1,039) 
(9) (7) 

133 156 

(S7) (97) 
--

5.710 7.brl! 
--

44' 71•5 

4•9 533 
1,151 1,207 

61 99 
579 I,06o 

(557) (1,023) 
(22) (37) 
75 S9 

(6o) 

··736 3-753 

472 529 

78 

3.528 
1,047 

2,812 
989 

(985) 
(4) 

lSI 

• importance. It is estimated 1 that fnn•ign dt"posits 
constituted 44 per ct•nt of the total deposits of 
the big Berlin banks in 1929, as compared with 
only 25 per cent in 1926. 

(Sr) 
The for<'ign short-term ass...ts of tlw Gl'rman 

hanks a \so incrt'aS•·d somt•what during the y .. ars 
bt.·forc the crisis, but they never constitutt-d a 
large proportion of the short-tenn liabilitie~. If 
'the devisen holdings 01 the Reichsbank be subtract.•<! 
from total assds, it will be Sl'en that thr short-tt•rnt 
assets never constituted more than 40 pt•.r C!'nt of 
the total liabilitit>s during 1926-1929. 

S,hos 

SSt 

7'5 
1,599 

163 
1,029 

(1,oo6) 
(•3) 
s5 

. 
4·47• 

8u 

A complete geographical classification of 
Germany's short-term debt according to country 
of origin is not available. An enquiry undertaken 
by the Reichsbank, however, into the short-term 
foreign indebtedness of twenty-eig"t German 
banks and bank .. rs (which comprised about 85 per 
cent of the total short-term foreign indt·btednt•ss 
of all German banks for the datPs covered) showed 
the distribution portrayed in Table 3 of short
term indebtedness tv foreigners as at the end of 
March and the middle of July 1931. 

The most important creditor to German banks 
on short-term account was the United States ; the 

1 great bulk of their advances took the form of 
foreign trade acceptance liabilitit>s. This was also 

Table 3· - GEOGRAPHICAL CLASSIFICATION OF FoREIGN SHORT·TERII Jm>EBTEDNESS OF • 

TWENTY-EIGHT GERMAN BANKS. 

March 31St, 1931 About middle july 1931 Decrease 

Creditor country 
RM. Percentage RM. Percentage RM. 

(ooo,ooo's) of total (ooo,ooo's) of total (ooo,ooo'~) Perc:eolajle 

United States. . . . . 2.093 37·1 1.6•9 37·1 464 :Z:Z.2 
England • . . 1,153 20 .• 1,051 23-9 102 8.8 
Switzerland. . 785 13-9 581 13.2 204' 26.0 
Netherlands . . . 5~6 9·7 336 7·6 l!O 38.5 
France. . . . 369 6.5 •97 6.8 7• '9·5 
Sweden·. . . . . 122 2.2 101 2.3 21 17-2 
Other countries. . . . 571 10.2 398 9-1 173 30-3 

Total. . . s.639 100.0 4.393 100.0 ~-~·6 2Z.l 

1 Source: Wwi$Claafl """ Sl41isti•, No. 22, 1930. ' 
1 See P. Barret WHALE : "German Joint-Stock Banks", 1931, pagea 265 ff., and W~laafi.JJ..,.., January 

1933. page 337· 
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the case for the British banks, though a large rc>garding possible repercussions on at least one of 
proportion of tbt>ir total credits consisted of direct the big Berlin banks. The flight of capital was 
am-aooes (payable in sterling). Switzerland and accentuated and the Reichsbank steadily lost gold. 
the Netbt>rlands ht>ld substantial Reichsmark On June 20th, President Hoover proposed a year's 
bob!!N'S 

11
ith German banks. moratorium on all inter-governmental debts, 

Bt>~n the end of :March and the middle of July, interest and principal. A few days later, the 
the foreign short-term liabilities bf the banks Reichsbank-secured a rediscount credit of $100 
oowred by Table 3 fell by 1,250 million RM.,, million with the Bank for International Settlements 
oc 22 per a-nt. The greatest proportionate and certain central ~nks. So ?Teat, however, ')Vas 
withdrn-als of capital were due to the Netherlands the demand for foretgn currenc~es tha~. by the end 
and S-aiu.erland; British credits were withdrawn of June, three-quarters of this. credit ~d been 
at a much slov.w rate than' those of any other ·drawn upon to prevent the Re1chbank s reserve 
country and France and Sweden also lagged behind ratio from falling below the legal minimum of 
the a~ge. . 40 per cent. In the month of June 1931 alone, the 

The withdrawal of foreign short-term funds from Reichsbank lost over 1,000 ~illion RM. in gold ~d 
Germany began as early as September 1930. A foreign exchange. E~ly ~ July, the Gol~~s
glaooe at. Table I will' show that 1.4 milliard Rl\1. kont_ba~k pia~ at. 1ts disposal a $50 m~on 
was withdrawn or repaid in the course~f that year. credit 1t had Tal~ m New York, but the flight 
Tbe magnitude of the movement was accelerated continued and by July uth this entire. sum had 
in· I9JI, particularly after the failure, of the been exhausted. Taking the period from the 
Creditanstalt in Austria in May. beginning of 1931 to the middle of July as a whole, 

Acc;onling to estinlates supplied by the the 3·5 milliard RM. estimated to have been 
Reichsbank to the Wiggin Committee on the with9rawn from Germany were met as to 2 milliard 
Credit Situation in Germany. which issued its report RM. from the assets of the Reichsbank (including 
in August 1931, the short-term foreign debts of the 630 million RM. placed at its disposal by the 
German banks, other than the Reichsbank. were Bank for International Settlements and central 
reduced by 2.I milliard RM. between the end of banks and by a New York syndicate through the 
1930 and the middle of 1931. The short-term debt Golddiskontbank), as to I milliard RM. from the 
of public authorities was reduced by O.J milliard foreign assets of private banks, and the remainder 
Rll., and other short-term liabilities by 0.5 milliard. by the sale of German assets abroad. Discussions 
To this total of 2.9 milliard IDI. of foreign short- were proceeding in Basle regarding further credits to 
term capital withdrawn in the first 6l months of Germany when the Darmstiidter und National 
1931 must be added the sums involved in the sale Bank closed its doors. The following day Uuly 
by foceigners of German investments and the 14th), all the banks were closed by Government 
purchase by Germans of foreign investments. It decree. · 
is estinlated that this brings the total withdrawal An emergency decree was then issued appointing . 
of capital from Germany during this period up to the Reichsbank as a clearing-house for foreign 
roughly J.S milliard RM. . exchange. Every holder of foreign exchange was 

The German public was very sensitive to the obliged under this decree to offer such holdings or 
attitude of Germany's creditors towards the banks ·claims to the Reichsbank and, if required to qo so, 
and the currency; and the withdrawal of the to sell them at the official rate. Foreign means of 
foreign short-term credits to German banks was payment might be legally bought and sold only 
act:OIII}..,nied by clonu,stic runs. In part, the sums through the Reichsbank. This decree was the 
withdrawn were converted into foreign currencies frrst of a series of exchange control measures 
and. in part, they were kept in hoards. The effect of issUed for the purpose of maintaining the gold 
these withdrawals on the domestic credit situation value of the currency by checking the outflow of 
is t:DJI1ined in detail below ; here it need only be capital, securing the repatriation of the proceeds of 
~that the demand ~r forei~ currencies was exports,· and rationing such devisen as were 
mcreasedby~capttal~grefugeabroad. available' to· ensure that they were used for 

The camnlatlve effect of~ Wlthdrawal of capital " economically justified purposes ". 
&om German banks and industry, the payment A seven-Power Conference which met in London 
<,f inter~ and normal amortisation on her ~ng- in July 193I recommended (1) a renewal of the 
1d1n far-eJgn debt, and the transfer of reparations $100 million rediscount credit to the Reichsbank, 
payments (up to June 1931) was, of course, both (2) that concerted measures should be taken by 
to pat a very heavy pressure on the German financial institutions to maintain present credits in 
n:cbange and to impair the liquidity of the German Germany and (3) that the Bank for International 
~b. The financial crisis reached its culmination Settlements should convoke a committee to 
~ 1- and July I9JI. ~ difficulties of the enquire into Germany's further credit needs and 
~ German Wool-(:omb1pg Company, whose to study the possibility of converting a portion of 
illdt:~?.,. to aedi~a wu estimated at the short-term credits into long-term. As a result 
210 millioD RX., gave rue .to damaging rumoura of discussion» which took place in Basle in August· 
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1931, Germany entered into the first of her agreement, seasonal credits and credits against 
" standsti~ " arrangements with foreign short- securities not covered by· the agreement. The 
term credttors. Of the S·I milliard RM. taken by gold and foreign exchange n•serve of the Reichsbank 
the Bankers' Committee as due by German banks was reduced by 33S million RM. between July 
(excluding th~ Reichsbank and the Golddiskont- 15th, 1931, and the end of the year .. 
bank) to for.et~~r~, 1 more than half consisted of The original standstill agreement expired at the 
accepta~ce liabilities, almost one-third of deposits, end of February 1932. It was renewed in its essen
an~ dtrect advances, and the remainder of tials for a period of twelve months. the chief 
Retchsbank balances due to foreign creditors. changes from the original agreement were the 
. Under the agreement,. which ran for a period of following : Each foreign-bank creditor was given 

SlX months ~s from September rst, 193I, foreign the right to require an initial permanent reduction 
banks undertook to prolong all acceptances, time of Io per cent of the total amount of short-term 
depo~its and. cash advances granted to German banks credit lines held at the disposal of German debtors, 
and mdustnes. Special loans to finance crops, call to t'he extent that such reduction could be effected 
loans and loans against Stock-Exchange securities by cancellation of unused portions of credit lines. 
were excluded from the agreement. With regard Thereafter, the determination of what could be 
to acceptance credits granted on account of German repaid was to be left to an advisory committee 
banks, the latter agreed to secure from their credit- representing the creditors who would, from time to 
taking customer~ither promissory notes in the same time, consult with -the German authorities. The 
currency and of the same due date as the original German Government announced its intention to 
acceptance, to be held in trust as collateral security set up a Foreign Debts Committee to exercise a 
for the foreign creditor, or a letter of guarantee general control of all German foreign indebtedness, 
from the client, backed by a lien on the ,original whether covered or not by the standstill agreements. 
goods against which the acceptance was issued. It was agreed that the Golddiskontbank should 
Encashments received from clients should be repay the amounts originally guaranteed by it in 
either remitted to the creditor bank in foreign three equal annual instalments, plus further 
currency or, if that were found impracticable, instalments in respect of sums subsequently 
deposited in Marks at the Reichsbank in the guaranteed. Machinery was provided whereby cash 
foreign creditor's name. After ninety da}'ll, the advances to German banks might, at the option of 
foreign creditor might dispose of such balances at the creditors, be converted into ten-year notes 
the best exchange rate available. With regard to bearing interest at 6 per cent. Similarly, unsecured 
Reichsmark credits granted directly to German cash advances might, under defined restrictions, be 
industries, the agreement provided that the foreign- converted into" blocked "investments in Germany. 
bank creditor might require the Golddiskontbank The maintenance of the agreement was made condi
to guarantee up to IS per cent of his credits. It tiona! upon the renewal of the Bank for Interna
was further agreed that of the Reichsmark balances tiona! Settlements and Central Bank credits to the 
of foreign banks with German banks, 25 per cent Reichsbank ; it might also be denounced by the 
should be released for transfer within Germany creditors if future international developments 
immediately, and the remainder at the rate of endangered its execution. 
IS per cent per month. A third standstill agreement covers the period 

At the end of 1931, the report by the Advisory from the end of February 1933 to the end of 
(Layton) Committee appointed under the Young February 1934· The most important modification 
Plan was published. This report was concerned in this agreement is the extension of the possibility 
with the political debts ; its chief interest here lies of converting cash advances into " blocked " 
in its estimate that the total amount of capital investments in Germany (the so-called " Swiss " 
withdrawn from Germany during 1931 amounted clause). Under the 1932 Agreement, creditors 
to 4·9 milliard RM. (excluding reparations and might, with the permission of the Reichsbank, 
normal interest and amortisation on long-term demand yearly repayments in Reichsmarks at the 
debt). It has been · estimated that some official rate of so per cent of their unsecured cash 
3·5 milliard RM. · were withdrawn trom the advances to banks and 30 per cent of their cash 
beginning of the ·year- until the closing of the advances to other debtors, such _repayments to be 
banks in the middle of July. It would therefore used for capital investments m Germany and 
appear that I.4 milliard RM. was withdrawn during blocked for a period of five years. The new 
the first sl months of exchange control and agreement applies this conversion privilege 
standstill agreement. The great bulk represented unconditionally to all credtts, sec~ed and 
the repayment of credits : in particular, acceptance unsecured. In the case of sec~red cr~dtts to no~
credits, Mark balances released under the standstill banking debtors, repayment m Retchsmarks IS 

' A direct count of bank liabilities in excess of s.ooo RM. to foreigners aubsequenUy made in Germany raised this 
total to almost 6 milliard Rl\1. The abort-term foreign liabilities of industrialists, communeo, etc., were put at a 
corresponding tisuno. · The amounts abown in Table 1 above for foreign abort-term debts an therefore too low. 
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limited to 20 per rent annually ; in the case of Tabk 4· -FOREIGN SHORT-TERM INDEBTEDNESS 
acet:"pt&nre cn'dits to banks, JO per rent may be OF GERMAN BANKS. 
del'll&IMkd each yt>ar ; in the case- o.f accep~ance 
credits to non-bankers. IS per cent IS -pem11~t~. 
In addition to these limitations, foreign creditors 
may not com;ert into Reichsmarks more than an 
aggregate of 2Q per rent of their total claims on 
all banks, IS per cent of their total clainiS on non
bankers and IO per rent of their acceptance credits 
to non-bankers annually. Investments are 
permitted as before ~all tYP;S of l~n?-term Gennan 
Reichsmark securities and, m addition, short-tenn 
advances and deposits with a mininlwn duration of 
one ~nonth may be made under the new agreement. 
The interest on such investments may be transferred. 
The blocked or " registered " Marks secured 
through these arrangements may also be employed 
for tourist or travel expenditure within Gennany. 
Subsequently, the Reichsbank also authorised the 
sale of " registered " Marks for " additional 
exports " and the acceptance by exporters of their 
mm bonds in payment of " additional exports ". 
•• Registered " Marks and investments are to be 
completely free of control after five years. The 
remaining provisions of the I933 agreement are of 
less importance. The Io per cent reduction in, 
credit lines incorporated in the I932 agreement was 
reduced to S per cent. In the event of new credits 
beiug granted to German firms, 20 per cent of 
the" availment " of the new credit is to be released 
out of the creditor's " registered " marks. · The 
creditors agreed to the repayment of the $Ioo million 
Central Bank credit to the Reichsbank aiid, by 
the end of April I933· this credit had: in fact, 
been entirely repaid. _ . 

In the middle of June I933. after the Gennan 
Government had declared a transfer moratoriwn 
on most external indebtedness, an agreement 
was reached with the Foreign Bankers' Committee 
under which all capital repayments under the 
existing standstill agreement were postponed Wltil 
the end of February I934 and the rate of interest on 
outstanding credits redoced by one-half of I%. 

Table 4 shows the evolution of the various 
claws of foreign short -tenn indebtedness of Gennan 
banks (excluding the Reichsbank) from the middle ' 
of July 1931 to the end of February 1933. 

It will be observed that, between the middle of 
July 193I and the end of february 1933, the total 
foreign lobort-term liabilities of the Gennan banks 
were n:doced by more than 1-7 milliard RM., or 
aver ooe-third. The greater part of this reduction 
appt:an to have fall.:n upon the first two items in 
the above table. 1 

I See iot:rodactioa, pilp 20. 

Type of indehtedDOSS 

Foreign trade acceptance 
liabilities ' . . . 

Atteptalloes and sold bills. 
Mortgages, real property and 

othec debts falling due • 
Otht% debts . . . . . . 
Cash advances • .. .' . 

Total. . • . 

oi .. 
-"" '8~" 

~; 
ol;" 
'2~; '2s:>1 
~d: ~ ~~~r 

~ --
' R~l. (ooo,ooo'o) 

. 2,242 2,1l8 . ~56 .. 

. 1]1 '41 . . 870 '996 . . 807 694 --,,100 f,]o6 ],861 

• • • . ' 

'8 ~"' 
'2~; 
IIIlO>" "' . 

1,874 
.II 

34 
94+ 

. sao --
3·443 

The internal aspects of the Gennan. financial 
crisis and the development of commercial banking 
during the depression may be analysed on the 
basis of Table s. which shows the fluctuations 
in the principal accounts of the big Berlin banks 
from November 1929 to October I933· . . 

The movements of the total balance-sheet of tiles!! 
banks provide a rough measure of the degree of 
credit contraction in Gennany. during the depres- · 
sion ; between November 1929 and October 
1933, their aggregate balance-sheets . fell by 
s.soo million RM., or 40 per ~nt. . The contraction 
of credit has been a more continuous process in 
Germany than in many other countries ; it is, 
however,-necessary to distinguish in this analysis 
between the drastic liquidation which . occurred 
during the financial crisis in the swnmer of I93I 
and the more orderly contraction of the preceding 
and subsequent periods. 

The character of _the credit contraction which 
took place in Gennany during the first eighteen 
months of the depression considerably impaired the 
liquidity. of the Gennan banks. Even in 1929, the 
volwne of the short-term realisable assets was small 
in relation to the volwne of their. short-tenn 
liabilities, particularly when account is taken of 
the high proportion of the latter payable abroad. 
From the end of 1929 to May 193I,'the contraction 
in credit was almost exclusively confined, to the 
most liquid part of the banks' portfolio - trade 
discounts, sight claims on other banks, advances on 
Stock-Exchange securities, contango and Lombard 
loans, reimbursement credits and other short-tenn 
advances. Security holdings, , participations and 
current account loans to " affiliated " industries 
remained substantially unchanged. I. ·. 

• A cle1•il«d uaaiyli. of the changes in the coves- behiDd current-account credits ehowa that between November 1g29 
.... May 1931, the total of sach looula hued oo lleCUrities quoted 011 the Stock Exchange fell by 130 million RM., 
the total COftlred bJ other leCIIrities rooe by over 300 million RM., and the total of uncovered 1oana fell by an 
-'-*'Jllal-..t. Altboagb DO aoeqnivocalcondu.ionl can be drawn from theee figures, they etrongly euggest that, 
ct.naac the 6nt ~ear and a-half of the depr-aon, the b,. Berliaa banluo did not contrut and may even have increased 
their aeclita to induotries wrtb which they _mamtained clooe c"!'nectiono. Such 1oana IU'II characteriatically granted 
~ Jlm'8te aqaoted -..ntoes, aD4 praetically a.-nt to capotal participatione. They IU'II cWiicllit to contract, u 
:: ,':'~ to do oo _,. a4ect tbe value of the ~m u a coing conceru and COilllequeotly involve the banka in 
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The position of the big Berlin banks at the end representing advances to customers on goods 
of May 1931 may be roughly summarised as follows: consigned or warehoused, is shown in item 7 (b). 
the total of their deposits and correspondent Of the remainder of deposits, etc., 8.700 million RM., 
accounts I items 9. 10 and II of Table 5) amounted 3,6oo million RM. were payable within seven days, 
to 10,400 million RM. Of this amount, 1,700 mil- 4,6oo million RM .. within seven days to three 
lion RM. (item 9) consisted of acceptance credits months, and the rest after three months. Against 
granted them by foreign banks and drawn against these short-term liabilities of 8,200 million R:\1. 
by customers ; a corresponding amount, (of which a substantial part was due abroad), the 

Table 5· - PRINCIPAL ACCOUNTS , OF BIG BERLIN BANKS. 

November November 
1929 1930 

AssBTS. 

1. Cash and balances with Reichs-
bank, etc. . . . . . . . . 2o6 20<) 

2. Bill portfolio: 
(a) Treasury bills • . . 486 546 
(b) Commercial bills. . 2,398 1,907 

3· Sight claims nn other banks. 1,2]0 1,017 

4· Securities : 
(a) Government. . . . 16 18 
(b) Other. . . . . . . . 199 171 

5· Participations : ~ 

(a) Syndicate. . . . . 183 177 
(b) Bank. . . . . . . 119 116 

6. Loans on current account : 
(a) To banks. . . . ~ 395 448 
(b) Other . . . . ... 906 5.035 

1· Other loans and advances : 
(a) Reimbursement credits,etc. 1,947 2,041 

(b) Contangos and Lombard 
loans. . . . . . . 536 377 

LIABILITIES, 

8. Capital and reserves • ' 915 917 . . . 
9· Deposits, etc. • . . . . 8.950 7·952 

10. " Loro '" correspondents . . 1,811 1,986 
11. Due to German credit institutions. 884 1,139 
12. Acceptances. . . . . . . . 487 670 
13. Rediscounts. etc. . . . 1,152 1,330 
14. Guarantees • . . . . . 677 634 
15. Total balance·sheet . . . 13,315 12,905 

banks held the following liquid assets : Cash, etc., 
200 million RM. ; unrediscounted commercial and 
Treasury bills, 2,550 million RM. ; sight claims on 
other credit institutions, 86o million R:\1. ; 
contangos, 300 million RM. ; making a total of 
less than 4,000 million RM. The rest of the 
earning assets represented current-account loans 
(partly covered by Stock-Exchange St·curities), 
din·ct investments and participations. 

The sensitiveness of the German public has 
already been referred to above. It found expression 
in mass withdrawals of deposits from German credit 
institutions, particularly during the months of 
June and July 1931. In the month of June alone, 
the Kreditoren of the big Berlin banks (item 9 of 
Table 5) fell by 1,000 million R:\I., and by a further 
Soo million RM. in July. During these two months, 
the " Loro " correspondent accounts of the big 

RM. (ooo,ooo's) 

May july November November October 
1931 1931 1931 1932 1933 

211 289 183 1H IJ8 

630 293 358 470 578 
1,918 987 1,07J 1,161 1,106 

857 546 345 245 185 

23 19 317 462 377 
•69 164 161 128 149 

177 •89 199 2o6 173 
117 126 IJO 142 146 

454 431 462 328 279 
... 698 .... so •. 029 3,408 J,l05 

1,780 1,599 1,188 1 10JO 631 

303 254 159 34 26 

918 918 1,218 627 542 
7·7•4 5.931 5·34• 5.019 4,596 
1,]24 1,581 1,)28 1,145 bS4 

947 655 720 J,lof3 J,t_so 
s82 873 910 770 749 
8s6 1,900 , .5.6 868 930 
s88 

I 57' 535 437 401 
12,128 ll,252 9.73' 8,856 7.891 

Berlin banks were reduced by 140 million R:\f. and 
their debts to other German credit institutions by 
almost 300 million R:\1. They had, therefore, in 
six weeks (for the banks were closed or operating 
und<•r severe limitations in the latter part of July) 
to meet withdrawals amounting to 2,250 million 
RM .• or almost 25 per cent of their deposit 
and correspondent liabilities. The reduction in 
acceptance credits taken by German banks (item 
10) was md by a roughly corresponding reduction 
(180 million RM.) in reimbursement credits granted 
to their customers. Of the remainder (over 2,000 
million R:\l.), almost one-half was met by borrowing 
at the Reichsbank (chiefly reflected in a fall in 
item 2 (b) and rise in item 13 in Table 5 ; the 
portion of the commercial-bill portfolio held by the 
banks themselves fell by 930 million R:\I., or almost 
so per cent, in these two months) ; Treasury bills 
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_.-e ~'(or J'l'discounted) to the extent of 340 July. it raised its discount rate to 15 and its 
million R.\l. Contangos, etc., which had already Lombard rate to 20 per cent. It granted a · 
fallen wry h..avily, were called in to the extent of Lombard credit of 100 million RM. to the Deutsche 

500 million R."\1., and loans on current account Girozentrale, the central clearing institution of 
(repre;entingchieflyindustrialcredits)werereduced the provincial banks. The most important of 
by 500 million R."-. (less than 5 per cent.). In the latter (in Prussia) are communal credit 
addition, the banks increased their acceptance institutions and clearing houses ; the accounts of 
liabilititos by 300 million R.\1. the communal savings banks are cleared through 

Although all the big banks suffered. severely them. The accounts of the provincial banks are 
during the crisis, the Darmstadter und Nationalbank guaranteed by the Liinder; their difficulties arose 
1045 particularly exposed. It had made relatively from the fact that the short-term foreign credits of 
greater use of foreign short-term funds than the the big savings banks associated with thenthad not 
other banks ; its connection with industry was been prolonged, so that the provincial banks were 
known to be particularly close; and it operated forced to draw on their entire liquid reserve and 
with an unusually small proportion of own funds to were unable to come to the assistance of the savings 
outside liabilities. It was seljously affected (to banks which were in need of cash. 
the extend of 35 rnilli.Jn R.ld.) by the failure of the During the period in which the banks remained 
:Sorth German Wool-Combing Company, to which subject to restrictions, two important new credit 
reference has already been made. Between the end institutions were organised. The Berlin Lombard 
of May and July 13th, it suffered withdrawals of Bank, set up with a capital of I million RM. 
deposits, etc., amounting to over 6oo million R."\1., subscribed by the Grossbanken and leading Stock
oc 30 per cent, as compared with an average loss Exchange firms, was established for the purpose of 
of. about 20 per cent for the other big banks: enabling medium-sized and small bankers, who 
Proposals for a joint-bank gnarantee of all deposits were unable to sell their securities holdings on 
fell through and, on the last date mentioned, the account of the closing of the Stock Exchange, to 
Darmstadter und Kationalbank closed its doors and get liquid funds. The maximum credit which this 
the Government guaranteed its deposits. Runs institution was authorised to extend to one firm 
took place on other banks, which limited was set at 100,000 RM. ; shares and bonds were 
withdrawals to 5 t_o 20 per cent of deposits. Finally, taken as collateral Security, the shares being valued 
a Government decree was issued declaring all at 50 per cent and bonds at 75 per cent of their 
German banks closed on July 14th and 15th and last official quotation. In addition, the borrowing 
prohibiting all banking transactions. bank was itself required to give a note for 10 per 

Between July 16th and August 5th, the majority cent of the amount borrowed, these notes to consti
of the restrictions on commercial banking were t11te a guarantee fund. At the same time, measures 
lifted. At first, "ithdrawals were allowed only were taken in other parts of Germany to provide 
for payments of wages, public relief, taxes, etc. ; bankers with Lombard credits, generally through 
the restrictions imposed on withdrawals from the banking consortiums and not special institutions. 
savings banks were particularly severe, on account · The Acceptance-and Guarantee Bank, established 
of the illiquid form in which the bulk of their assets a few days before, started to function on August I st. 
were held. The easing of the restrictions was Of its capital of 200 million RM., So millions were 
facilitated by the organisation of a new Clearing subscribed by the Reich, I2 millions by the Prussian 

· ASISOciation (U~gsverband), with the object · State and 66 millions by other credit institutions. 
of avoiding the difficulties arising from lack of It was originally intended to help the Danat and 
con6clence in a particular bank leading to transfers Dresdner Banks, but its purpose was extended to 
to other banks. Forty-four of the most important relieve the difficulties of all the banks due to the 
credit institutions in the country adhered to the scarcity of liquid funds. The banks could take 
allelciation. U a bank had an excess of outward two-name paper, which would not be acceptable to 
tiansfers in the course of a day, it became indebted the Reichsbank, to this institution and, if the bank 
to the Clearing Association and was required to in question could show a real lack of cash, the 
deposit ICCUrity with the Bank des Berliner Acceptance Bank would endorse the paper {which 
Kaeenver-eins. The value of the ICCUrity deposited would then be eligible for discount at the Reichs
waa to be determined by the Golddiskontbank. To bank) for a commission of one-sixth per cent per 
cover eventual deficiencies, the members of the month. The Reichsbank helped to investigate the 
AIM'Ciation established a guarantee fund of solvency of the drawer and the acceptor of the 
S !DJllioo RlL With the resumption of payments bills, and the borrower engaged himself, if required, 
br the C01111De1"cial banks on August 5th, the to redeem the bill in a period of ten days regardless 
U .._.,_Pfie'band was abolished and the clearing . of its. currency • 
.,-stem again taken over by the Reichsbank. The Dant1$tlidter und Nationalbank resumed 

Ita 10011 as the banks were closed, the Reichsbank payments on August 5th in the same way as the 
raMtd ita diJcwnt rate from 7 to IO per cent and other banks ; the only distinction was that all it» · 
i&a IMnlard rate to 15 per cc:nt. At the end of obligations, uld and new, were guaranteed by the 
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State. A plan for the reorganisation of the bank It was, however, not until the o>nd of 1931 that 
was published, details of which are given below. general reorganisation and the writing-down of 
At the same time, the Reich came to the assistance capital funds and ass..·ts were undt·rtaken. It is 
of the Dresdner Bank (which was, n!'xt to the Dan at this reorganisation which explains the sharp decline 
Bank, most heavily involved - to the extent of in the big Berlin banl<s' loans on curr!'nt account. 
25 million RM. - in the Nordwolle concern) by An analysis of the reconstruction m~asures taken 
buying its special 7 per cent preferred stock to the may begin with the amalgamation of thf' 
extent of 300 million RM. The Reich paid for this Darmstadter und Nationalbank and the Dr .. sd
preferrt>d stock in 7 per cent Treasury certificates ner Bank in December 1931. The Reich had 
convertible into cash through the Acceptance and become involved in both these institutions in the 
Guarantee Bank. This transaction, which took summer of that year; in the first by guarantl'eing 
place early in August, made the Reich the principal its deposits, and in the SPcond by exchanging 
shareholder in the Dresdner Bank. It accounts for 300 million RM. of Treasury certificates for 
the increase shown in Table 5 for Government preference stock of t>qual nominal value. Befort' 
securities and capitaLand reserves in the column the amalgamation, the combined share capital 
for November 1931. The State also intervened in of these two banks (excluding the above-mentioned 
bringing about the amalgamation of the Saxon 300 million RilL) was 16o million Rill., and thl'ir 
State Bank and the Allgemeine Deutsche combined published reserves 94 million RM. The 
Kreditanstalt of Leipzig (" Adca ") under joint banks themselves held 90 million RM. of their own 
guarantee of the State of Saxony, and in effecting share capital, which they had purchased in 1930 
the reorganisation of the Schroeder Bank in Bremen. and 19]1. The reorganisation was effected as 
This institution was involved in the Nordwolle follows : Of the shares of the Dresdner Bank held 
failure and suffered heavy losses as a result of the by the bank itself (55 millions out of 100 millions 
depression in shipping ; its total losses were issued) 22 millions were transferred to the Reich, 
estjmated at 43 million RM., of which 30 millions which destroyed them.• The total remaining 
were covered by capital and reserves and the outstanding issue (45 millions) was then written 
remainder contributed by the State of Bremen. down to 12.5 million RM. The publicly-held share 
The capital of the new bank (called the Nord- capital of the Danat Bank, amounting to 25 mil
deutsche Vereinsbank A.G.) was 12 million RM., lion RM. (60 millions less 35 millions held by the 
of which 7 millions were provided by the State of bank) was written down to 7·5 million Rill., and 
Bremen, 3 millions by Bremen economic circles the Reich bought and cancelled these shares, paying 
and I million eachbythe Reichs-Kredit-Gesellschaft 7·5 million RM. to the Dresdner Bank. The 
and the Berliner Handels Gesellschaft. The Reich, combined reserve's of the two banks were written 
however, advanced a large portion of the funds down from 94 million RM. to 30 million RM. In 
subscribed to the Bremen State and industrialists. return for the 300 million RM. of Treasury certi-

With the re-opening of the banks at the beginning ficates originally given the Dresdner Bank 'against 
of August, the banking situation gradually became preferred stock, the Reich now took 200 million RM. 

' more normal. The runs on the big Berlin banks of ordinary shares ; it sold 48 millions of these to 
ceased and credit liquidation proceeded in more the Golddiskontbank and transferred the proceeds 
orderly fashion. The most significant change in totheDresdnerBank. ThereconstructedDresdner 
the character of the credit contraction after the Bank was therefore constituted with a share capital 
financial crisis is to be found in the item " loans of 220 million RM. (of which 20 are privately held, 
on current account " to non-banks. After 152 by the Reich and 48 by the Golddiskontbank) 
displaying considerable stability during the first and published reserves of 30 million RM. Through 
period of the depression, these loans declined by these operations, 282.5 million RM. became available 
almost 1,600 million RilL, or 33 per cent, between for writing off losses (63 millions from the. 
May 1931 and October 1933. reduction of share capital, 64 millions from the 

Stress has repeatedly been laid above on the fact reduction of reserws, 100 millions from the book
that large sums advanced by the German banks to keeping profit arising from the exchange of 
industrial customers were either lost or completely 200 million Rill. share capital for 300 million R!\1. 
immobilised as a result of the economic depression. Treasury certificates, 48 millions from the proceeds 
The capital and accumulated reserves of the banks of the Reich's sale of 48 millions of share capital to 
were not sufficient to write these assets down to- the Golddiskontbank and 7l millions from the 
their actual value, and a complete reorganisation sale of the capital stock of the Danat Bank to 
of the banks' capital structure was necessary before Government). Moreover, before the amalgamation, 
this could be done. The first steps in the banking the Government gave the Danat Bank Treasury 
reconstruction '(viz;., the purchase by the Reich of certificates to a value of 115 million R.\1., which 
300 million RM. of preferred stock in the Dresdner was used for writing off losses. In addition, the 
Bank, the amalgamation of the" Adca "Bank and ·banks' current profits in 1931 (2o million Rill.) were 
the Saxon State Bank and the reconstruction of the devoted to this purpose. Through all these sources, 
Schroeder Bank) have already been described above. a total of 417.5 mill..ion RilL became available, of 
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•-bicb 416 million R...\1. was used to write off losses. The combined capital of the two banks, as written 
It .,;u be Stell that the total contribution of the down, was thus 35 million RM., of which n.zs mil
Reich was 4451 million lUI. (300+22+7l+n5), lion RM. were held by the Reich. New shares 
in return for •·hich it got shares of a nominal value were issued to the Golddiskontbank to the extent 
of 1~ million Rll. ; the cash contribution of the of 45 million RM., so that the total capital· of the 
Golddiskontbank was 48, millions. in return for reorganised Commerz- und Privat-Bank is So mil
•ilich it got shares of an equal nominal value. In lion RM. The combined reserve funds of the two 
19,32. the Dresdner Bank further reduced its capital · banks. amounting to 58 million RM., were entirely · 
by ;o million Rll. and its reserws by 15 million RM. written off and the Reich provided, gratis, a new 
and used these sums. along with current profits, to reserve fund of 30 million RM. As a result of 
write off bad debts amounting to 95 million R..'d. these reductions in capital, etc., it was possible to 

The Deutsche Bank und Diskontgesellschaft is write off losses amounting to 107 million RM. 
the largest of the German banks. Before its The other two big Berlin banks, the Reichs
reorganisation, its total share capital was 285 mil- Kredit-Gesellschaft and the Berliner Handels 
lion R.\1. and its published reserves 16o million RM. Geseilschaft did not take part in the amalgamation 
During 1930 and 1931, it purchased out of hidden movement during the reconstruction period. They 
reserves its own shares to a nominal amount have no branches and do not accept small deposits. 
bv 105 millions and \\Tote off assets to a nominal. Neither was subject to a heavy run_in 1931, and 
Wlueoh25 million R...\1. Under the reorganisation, the fonner was able to write off its losses without 
its real share capital of 18o million RM. was written reducing its share capital or reserves. While none 
do.-n to 72 millions and its reserves to 25 millions. of the. reconstructed banks paid dividends for 1931 
New capital was raised to the extent of 72 million and 1932. both the Berliner Handels Gesellschaft and 
R)(., of which 22 millions was privately subscnlled, Reichs-Kredit-Geseilschaft distributed a dividend of 
and :;o million R.'L by the Golddiskontbank (with. 4 per cent in 1931, which was increased to S per cent 
the option of repurchase by the bank). Through for 1932. · · · 
the reduction in publicly-held share capital and By the end of 1933, the paid-up capital of the big 
its reserves, 254 million RM. (1o8+146) became Berlin banks had been reduced to 442 million RM. 
available, which was used along with the current and. their P'\lblished reserves to 100 million RM. 
profits for 1931 (21 million RM.) to write off losses .. In ,1931> losses were written off to the extent of 
Of the off-writings, 240 million RM. were on account over 700 million RM. and, in 1932, to the extent of 
of loans on current account and 35 million RM. on 130 million RM. The most striking feature of 
account of investments and participations. · the reorganisation of the capital structure of the 

The fourth of the big Berlin banks, the Commerz- · banks and the writing-off of losses was the parti· 
und Privat-Bank, was amalgamated with the cipation of the Reich and the Golddiskontbank. 
Barmer Banli-Verein, an important institution As a result of their participation, the Reich 
operating in Diisseldod Before the reorganisation, secured control of the new Dresdner Bank and 
the Commerz. und Privat-Bank had share capital the new Commerz- und Privat-Bank ; it already 
~ting to 75 million RM. (of which half held controlled the Reichs-Kredit-Gesellscllaft through 
by ~tself) and reserves of 40 million RM. The share its ownership of the V ereinigte Industrie Unter
ca~ held by the bank was transferred to the nehmungen. · The Golddiskontbank held a substan
~ at par and then repurchased by the bank and tial block of stock in the Deutsche Bank : only 
written down to 11.25 million Rll., giving the bank . the Berliner Handels Gesellschaft, the smallest of 
a book profit of _26 million lUI. Publicly-held the big Berlin banks, was not directly or indirectly 
liliares were also wntten down to the same amount. owned wholly or in part by the State or the Gold
The Barmer Bank-Verein had share capital of diskontbank. 
'!> million_Rll., of which 23.5 millions were held by The following table shows the amounts of capital 
itself. havmg been recen~ly purchased ; the51: s~es stock in the five big Berlin banks held privately, by 
were rancelled at the time of the reorgamsatwn. the Reich and by the Golddiskontbank in 1933. 

Table 6.- DISTRIBUTION OF CAPITAL STOCK OF BIG BERLIN BANKS. 
" 

RM. (ooo,ooo'a) ' 
Capital otoek held 

Deutoche 
Bank uDd DreadDer. Commen·und Roleh .. Kredit. Berliner 
Dilkoato- Bank Privat•Bank Gewll>chafl HaDdels Total 

J!OWfhehafl Geoellachaft 
~- ... . . . . . . . . 94 14 24 16o :e, Jl.oida. • • • - . 28 
:e, ~.,.u..;k: 

. . . • . . . - 103 n 40 - 154 . . . . . . . 50 33 45 128 - -Tt>tal. .i . . . '44 150 8o ( 40 28 442 



Table 7· - PRINCIPAL ACCOUNTS OF VARIOUS GROIJPS OF GERMAN BANKS. 

. . Provincial hanks Other com-
Blg Berlm banks having bran<'hes mt-rcial banks Special banks Total 

(atbtctd) Mortage banks Public banks 
Grand total 
. r•+t+ti 

------~------~-------i---~~a~J~--I---~~Tbi~--l-.-~~·~l----l----'~"~l----l--~r~•i~------'~li~ __ .1 ___ ~r~ci _______ _!~h~i---
End of. 1929 1931 1929 1931 1929 1931 1929 1931 1931 1929 1931 1931 1929 1931 

---1---1----1------1--- ---1---1---

Number of banks • ; • • • • • • . 6 s 6o 202 159 138 Ill 325 93 454 

--- --1---1--- ---- ----~---

AssETS. RM. (ooo,ooo's) 

Cash, balances with Central Bank and 
other clearing balances . . . . . 426 365 8s 42 104 79 19 30 634 516 38 41 102 103 774 66o 
ill portfolio . . . 3,038 1,534 323 164 369 172 450 700 4,18o •·510 89 so S2B 639 4.797 )',259 

Securities and industrial participa· . 
B 

tions. . . . . 379 641 69 6o 139 103 300 444 947 1,248 199 147 sBs 610 1,731 2,005 
Due from banks and banking firms. 1,763 • 7o6 178 67 253 158 512 519 2,7o6 1,450 221 193 3.367 2.592 6,294 4.235 
Advances . . . 7.832 5.ss4 1,2)0 670 1,339 858 1,005 go8 11,406 8,320 408 34• 2,851 a,so6 14,687 11,168 

Long-term loans, including mortgages. - - 8 s ll 11 283 234 302 256 6,308 7·46• s.121 7.695 12,337 15.413 
Premises, etc. . . . 213 215 57 49 59 62 6o 63 38q 389 • 38 46 sa 81. 485 516 
Bank participations . . . Ill 133 15 IO 34 26 13 30 173 199 32 32 73 87 278 318 
Other accounts . . . ., 3 12 s 8 I7 33 8s 8J 110 136 84 96 I6S 237 359 469 

---- ---
Total assets • 13,765 9.490 1,970 1,075 2,331 I,so8 2,787 J,OJ f 20,853 1s,o84 7-433 8.~09 13-456 14.550 41.742 38,043 

----- -----
LIABILITIES, 

Capital and reserves. 
. 

I 1,487 3-369 . . 917 499 257 127 356 301 429 szo 1.959 1.447 476 477 934 3·4" 
Profits . . . . . . 78 7 24 3 24 4 30 •4 I 56 38 sz JO 55 31 26J IOO 
Due to banks. . 2,820 2,268 339 105 231 104 234 307 3,625 2,784 2M3 2o6 3-944 3·177 1.852 6,167 
Depo8i ts, etc . . . 9,218 5·555 1,264 764 I,6o6 883 1,742 1,700 IJ,8JO 8,902 597 442 2,840 2,692 17,267 U,OJ6 
Acceptances 513 947 So 72 90 197 17 72 700 1,288 47 53 20 557 ·767 I,898 
Long-term borrowings, including 

mortga~e bonds. . . . 189 189 2 I 6 8 J03 237 soo 435 5-789 7.oo6 5-392 6,J28 11,681 1],769 
Otber accounts . . . . . 30 •s 4 3 I7 II 32 151 83 I90 189 195 271 277 543 662 

----
Total liabilities. . 13,765 9.490 1,970 I,07S 2,331 1,so8 2,787 3,011 20,853 IS,084 7-433 8.409 13.456 14.55° 41,742 J8,043 

--- ---
Rediscounts . . . . . . . . 1,070 1,637 509 I70 45 78 104 207 1,728 2.092 101 66 256 1,825 2,0851 J,983 
Guarantees . . . . 676 545 88 51 156 Ita 8o 119 I,OOO 827 29 .. 190 132 I,2191 981 

- I ' 

• 
... .. 
"" 
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The participation of the GolddMcontbank in _the ~d public ~nks rose between .19~9 and I93I. 
~i.<ation of the big banks was made poss~ble ·Like the Berlm banks, _the provmcial ~nd other 
by ~ Reichsbank increasing the capital of its commercial ~nks expenenced hea.vy :Withdr~wa_ls 
subsidiary from :zoo to 400 million R..'\1. The Reich ' of deposits which they met by contrac~mg therr. bill 

11
-as authorised to issue Treasury certificates up to portfolio and ad~nces. The combmed capital, 

400 million R..'\1. to help in the reorganisation of the reserves and ~diVIded profits of the ~r~t three 
banh The total outlay of the Reich was about groups were wntten down by some 700 m~10n RM. 
-00 million R..'\1. of which almost 300 million lUll. in this period and, as shown above, the Reich ~nade 
~ contnb'\ltio~ a/Oflds pe,du and the remainder _substantial contri.butions to enable them to ~rite . 
contributions which are ultimately to be rt>paid out off losses. . ' 
of the banks' profits. Between 1929 and 1931, the mortgage banks 

• •• 
_ . . . . issued new bonds, etc., to the extent of I,2oo mil

lion RM. and used the funds so acquired to increase 
their long-term loans, while at the same :time 
reducing their other advances, bill portfolio' and 
seeurity holdings sufficient to compensate for the 
decline in their deposits. The ·changes i~ the 
figures for public banks are, of course, largely 
explained by the operations of the new institutions 
mentioned above. New capital was raised to the 

. extent of sso million RM., long-term borro'fings 
were increased by 930 million RM. and long-term 

The analysis up to this point has been largely 
based upon the accounts of the big Berlin banks. 
Table 1 summarises the principal assets and 
liabilities of all groups of banks (excluding note 
issuing. savings and co-operative banks) operating 
inGermanyattheendoh929 and I93I and enables 
a comparison to be made between the de:velopment 
of their accounts and those of the big Berlin banks 

loans were increased by twice that amount. : . 
d . this 'od. UI1IlC! pet) 

As a result of these divergent movements, the 
It may first be observed that, with the exception relative importance of the various groups ot banks 

of public banks, all groups were reduced in number in the German credit structure underwent marked 
between the end of 1929 and the end of 1931. The variations between the end of 1929 and the end 
decline is particulaily marked in the case of ·~ other of I93I. The share of the big Berlin banks in the 
c:ommercial banks·· (column c) and special banks total balance-sheet of the banks included in Table 
(oolmnn tl). The latter group includes banks 7 fell from one-third to one-quarter, and that of 
established to finance particu1ai industries or the other joint-stock banks (excluding joint-stock 
ecooomic groups - e.g., banks for the building mortgage banks) from 17 to IS per cent. ; The 
trade. labour banks, civil servants' banks, etc.· . share of all the institutions which rna y be regarded 
The decline in these and other groups is chiefly due as commercial banks therefore fell from so to 40 per 
to amalgamations and in ouly few cases to failures. cent. The mortgage banks increased their share 
The inaease. in the number of public banks is from IS to 22 per cent ; and the public banks, rising 
chiefly to be attributed to the organisation of the from 32 to 38 per cent, became' the largest single 
Deutsche Gesellschaft fiir Offentliche Arbeiten and group of banks, and only slightly less important 
the Deutsche Siedlungsbank. . (as measured by total balance-sheet) than all the 

An examination of the figures given for total commercial banks combined. 
assets _and liabilities will show that the chief , Table 8 below, given in continuation of a similar 
shrinkage occurred in the case of the first three table included in the first edition of this memoran
grou~ .- namely, the big. Berlin banks, the dum, shows the movements of deposits in savings 
provincial and other oommerC!al banks ; the total banks and Kreditgenossenschajten , (co-operative 
balance-sheet of the special banks, mortgage banks credit societies) in recent years. . ; · . 

Table 8.- TOTAL DEPOSITS IN SAVINGS BANKS AND Co-OPERATIVE CREDIT SOCIETIES 

SAw•GI u•a I IUtaDITG&KOSI&MICKA.n&M I TOTAL 

RM. looo,ooo'ol I 

' EDdof Current Current . Current 
cheque cbeque ! 

~ Savinp cbeque 
occoomta 

Uld Total ""'"""'Ia I Uld Total 
Savin go and Total depooit depooit accounts 

""""""Ia UCOUDta . depoolt I 
accounts ' 

1<)29 •• . . . . . . . . . . . 9,.Jiof l,.fOI 10,715 3,02of 766 19)10 ••• 3.790 12,338 2,167 '4·505 . . . . . . . . . . 10,752 '·497 12,249 3.249 763 1931 • 4,012 l.f,OOJ 2,26o 16,261 . . . . . . . . . . . 10,123 '·293 ll,.f16 2,868 594 3.462 I9]:Z. • • • • 12,991 1,887 14,878 . . . . . . . . . IO,.J8cJI ........ IJ,]:zo' . . • • • ,. 
' IDCiooclioa1 oaviap 'ts wi til CODIUmen' CO-opetativeo, 
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In the course of I930, deposits in both savings 
?anks and Kreditgenossenschaften increased ; the 
mcrease was almost entirely confined to savings 
accounts. There were considerable withdrawals 
during the financial crisis in I93I, and, on account 
of the illiquid nature of the savings banks' 
investments, the limitations placed on their 
depositors had to be more severe and maintained 
longer than in the case of the commercial banks. 
Their position was greatly relieved by the 
establishment of the Acceptance and Guarantee 
Bank which, as mentioned above, enabled them to 
secure liquid funds on the basis of paper ineligible 
for rediscount at the Reichsbank. In I932, there 
was a slight net increase in savings accounts with 
savings banks. -

Finally, mention may be made of two new 
institutions established at the end of I932. The 
Deutsche Industriefinanzierungsins•itut A.G. has 
a capital of IO million preference shares subscribed 
by the Golddiskontbank and the Akzept und 
Kreditbank fiir Industrieobligationen, and 25 mil
lion ordinary shares subscribed by a large 
consortium of banks,including the Golddiskontbank, 
but later to be disposed of on the open market. All 
shares are 25 per cent paid. The object of this 
institution is to take over from the banks for 
gradual liquidation negotiable securities which, 
if disposed of too rapidly on the Stock Exchange, 
might lead to considerable losses. 

The Tilgungskasse fiir gerwerbliche Kredite is 
to take over from small and medium-sized banks 
ISO million RM. of " debtors " which would 
otherwise have to be written off. The banks 
remain responsible for the recovery of the debts 
and are to hand over in cash to the Tilgungskasse 
for writing-off purposes I! per cent of the total 
debts taken over by it in each of the first four years 
and l per cent per year thereafter. Debts which 
are paid will be passed back to the banks according 
to the rate of redemption and all must be redeemed 
within twenty-five years, when the Tilgungskasse 
is to be liquidated. This institution enables the 
banks to maintain unrealisablc assets at their book 
values ; in return for a pledge of part of their future 
earnings, they can substitute for such doubtful 
debts a holding at the Tilgungskasse. It is 
estimated 1 that proposals exceeding 100 million 
RM. have been submitted to the Tilgungskasse, and 
the I932 report of the Deutsche Bank states that 
this bank has made use of the Tilgungskasse " for 
an amount small in relation to total ' debtors ', 
but sufficient to relieve the balance-sheet ". 

• • • 
A banking enquiry is being carried on with a 

view to a complete reorganisation of the whole 
credit system of Germany. It is expected that the 
report will be published in the first months of 1934. 

Balance-shee& Summary. 

As in the previous edition, three separate 
summary balance-sheets are given in the foregoing 
tables. Table 9 (a) I summarises (I) the statistics 
of the Statistisches ] ahrbuch covering all the 
commercial banks of the country and (z) the 
interim reports of the Kreditbanken, as published in 
the Reichsan:eiger. The former include the big 
Berlin banks, provincial banks having branches, 
other commercial banks and special banks for 
building, etc. (see Table 7 of the introductory note). 
The Kreditbanken covered appear to account for 
abqut 95 per cent of the total balance-sheet of all 
commercial banks in 1931. Table 9 (a) II 

summarises the annual balance-sheets of the big 
Berlin banks. 

For reasons of space, the following notes show 
the detailed composition of the statistics only of 
the Kreditbanken and the big Berlin banks, and 
not of all the commercial banks, as shown in the 
first part of Table 9 (a) I. A comparison of the 

. details given in the last edition of this volume 
will show, however.~hat the Kreditbanket1 are fully 
representative of all the banks. 

I and 2. Cash and Cash Assets. 

The detailed composition of this item is as 
follows : 

'RM. (ooo,ooo"s) 

K rediiiNI"Irero Big Borlin banks 

November November November November 
1929 1930 1931 193• 

1929 1930 1931 19J:Z 

Cash, foreign money and coupons. IJJ 126 JOI 91 I 166 170 u8 Ill 

Balances with banks of issue. . 91 JO<} 116 110 l 252 253 264 . 143 
Balances with clearing institutions. 34 28 20 14 
Not specified. . . . . . . . . . - - - -

I 
8 8 8 -

Total. - . . . 258 263 237 216 426 4JI 400 254 

I The London r ....... Trade and Engmeenng Supplement, June 24th. 19J3, page 22. 
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COMMERCIAL BANKS Table 9 (•) I. ,. 
Source : " Official Statistics " II Source : Reichsarueigw 

(Statislisclles ReichsamJ) · Bilaruubersicltlett. 

' ..\CCOl."Xl'S SUMMARY OF POSITION AT THE END OF : 

1930 1931 
Nov. Nov. Nov. Nov. 
1929 .1930 1931 1932 

S umbel' of Banks • • • • • • • • • • • • • • • · 453 
1---1---1---

71 325 96 91 ' ,7B 
-11----'---l--·1_:_--1---1 

ASSETS. 

I.~ ~<i ~~ ~d ~.;u·~~: • : : : :j 
(")In~ n~t~ -~d.~~~~ _c~~~1 

.z.. Other- Items of a Cash Nature . . . . . . . . , 
3- Bills discounted and bought . . . . . . . . 

(a) T reasmy bills. • • . . . . . . . . . . 
f"J Commercial bills, Inland. . ..... . 
( t:) Commercial bills, Foreign . . . . . • . 

.f.. Investments and Securities. . . · . . . . . . . 
(a) (;overnrnent ...•. · ....... . 
f") Other- . . . . • • • • • • . • . • . . 

5-- Participations . . . . . '· . . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home. . ......... ' ..•• 
(b) Abroad ..••••••.•.•.•. 

7· Loans and Advances . . . . . . . . . . . . 
( •) On current account • . . \. . . . . . 
(b) Other- • . • • • . • • • . • • . • • . 

8. Cover for Acceptances. . . . . . . . . • . 

RM. (ooo,ooo's omitted) 

·516 

2,157 pSo 3.767 2,570 3,'363 2,B47 
- ' 646 797 604 491 5.51 

3.534 

731 
23 

708 
38g 

2,706 

709 
29 

68o 
3B6 

2,416 

1,966 

x,o5o - · 430 
382 29 
668 401 

397 . 4°B 
1,948 

4Il 
41 

'370 
393 

1,753 

237 

859 
345 
514 
436 
996 

216 

2,20B 
,500 

1,708 

4,937 II,OI4 10,690 7,2B7 10,252 10,413 B,I26 6,B15 
- 7.490 7.323 5.383 6,442 6,563 .5.336 4.416 
- 3,524 3,367 1,904 3,81o · 3,85o 2,790 2,399 

9- Premises, etc. . . . . ·- . . . . . . . . . 
10. Sundry Assets . . • . • . . . . . . . . • . 

328 700 940 1,28B 624 BoB 1,039 859 
- ~ 3B9 389 390 292 296 290 302 
. 5

20 
I no -;::-::-::-;:;Bo:;;-

1 
~~~~3~61-:-:::'7':"B-79I 55 _ _.:.9.!.4

1 
__ 2,_66_ -

IL Total Assets • • . • . . • . . • . . • • • • 10,360 20,853 20,020 15,084 17,664 17,239 14,169 12,719 

- WBU..ITIES. 
I 

I.Z.. Capital paid up. . • . . . . • • . . . • • . 1,128 1,408 1,422 1,124 982 980 1,450 1,1B3 
IJ. Rcsuve Funds . • . • . . . . . . . • . . . 295 551 . 568 323 450 453 514 27 
4- Profit-and-loss Accounts, {;ndivided Profits, etc. · II8 156 n8 38 - -. -
15- Cheques and Drafts, etc., in circulation . . . . ' 8 - - . - - • - - -
16. Due to Banks (Correspondents) . . . . . . . . 1,238 3,6oo 3,B13 2,770 3,270 . 3,691 . 2,546 2,635 

(a) At home. • . . . . . . . . . . • . . - - - - - · - - -
(b) 'Abroad • • . • . • . • • . . • • • . - - - ·- - - "--- -

17. Deposits •.. · . . . . . . . . . . . . . . 7,103 13,831 12,653 B,902 10,965 ·· g,BI4 7,041 6,357 
(a) Current accounts and sight deposits ... 1. - - - - - - - -

(b) Savingsaccouna. • • • • • • • • • . .. - -
1 

.. - - . - - - -

- {t:) Time or fixed deposits . . . . . . . . . - - - - - - - -
(l) Other- deposits • • . . . • . . . . • . - - - - - - - -

I8. Borrowings • • · • • • · • • • · • · • • - 524 443 449 1,159 1;341 1,409 1,332 
I'). ~-~~Endorsements. . . . . • • . 328 700 940 1,288 624 BoB 1,039 859 
zo. Sundry Liabilities. . . • . . . . . . . . . . 142 83 63 190 214 152 170 81 
ZL Total Liabilities.. •••••••••••••. ' 10,360 'lo;853 20,020 15,084 17,664 17,239 14,169 ll,719 
~z. ~an~. etc. f,.fvaJe fHid Burgschaften). • . 406 I,ooo 1!58 827 1!28 776 703 837 
,_, 0...1:----·-ts , -" u ,8 6 u 
-.; ~ ' ' • • • • • • • • • • • · • • · - 1,7~ 1,7o5 2,0CJ2 I I I,o77 I,912 I,037 
fz+ Value of the Currencfi in Cents of a U.S. Dollar 

at the End of Eac Year • • • • • • • • . 23.8 23.B 23.8 23.8 23.8 23.B 23.7 23.B 
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GEJtl\IANY. PRINCIPAL COMMERCIAL BANKS (BERLINER GROSSBANKEN) Table 9 (a) II. 
I 

SUMMARY OF POSITION AT THE END OF : 
ACCOUNTS 

1925 1929 1930 ~931 1932 

Number of Banks. . . . . . . . . . . . . . . 7 6 6 5 5 

AssETS. RM. (ooo,ooo's omitted) 

'· c.,.,. . : . . . . . . . . . . . . . . . "l 
(a) Gold, silver and small coins . . . . . . 

(b) In~':! n~t~s -~d. b~~n~es. ~it~ .C~nt_r•~ 256 426 431 400 254 

2, Other Item; of a Ca~h Nature . . . . . . . . 
3· Bills discounted and bought . . . . . 1,321 3,038 2,573 1,478 1,718 

(a) T rea ;ury bills . . . . . . . . . - 380 549 374 497 
(b) Commercial bills, Inland. . . . . . - l (c) Commercial bil!s, Foreign - 2,658 2,024 1,104 1,221 . . . . . 

4· Investments and Securitie,;. . . . . . . 66 2II 173 170 213 
(a) Government . - I 15 19 .s6 66 . . . . . . . . . 
(b) Other . . . . . . . . . . . 6,5 196 1.54 114 147 

5· Participations . . . . . . . . . . . . 216 279 280 289 313 
6. Due from Banks (Correspondents). . . . . . 678 1,674 1,479 664 586 

(a) At home .•.... - - - - -. . . . . . . 
(b) Abroad - - - - -. . . . . . . . . . . . . . . 

7· Loans and Advances. . . . . . . . . . . 2,735 7·407 7,128 4·788 4.270 
(a) On current account . . . . . . . . 2,136 4.769 4-.554 3 • .518 3.27.5 

(b) Other . . . . . . . . . . . . . . . 599 2,638 2,574 1,270 99.5 

8. Cover for Acceptances. . . . . . . 240 513 701 919 770 
9· Premises, etc. . . . . . . . . . . . . . 185 213 207 208 235 

10. Sundry Assets . . . . . . . . . . . . 2 4 4 321 444 

II. Total AssetS . . . . . . . . . . . . . . . 5,699 13,765 ll,976 9,237 8,803 

LIABILITIES. 

12. Capital paid up. . . . . . . . . . . . . 474 588 _553 429 442 
13. Reserve Funds . . . . . . . 186 330 330 II5 100 

14. Profit-and-Loss Accounts. . . ·- . . . . . ; 57 79 ' 51 7 7 
15. Cheques and Draft in circulation - - - - -. . . . . . 
16. Due to Banks (Correspondents) . . . . . . 928 2,809 3,137 2,161 2,380 

(a) At home. - - - - -. . . . . . . . . . 
(b) Abroad - - - - -. . . . . . . . . . . 

4.946 17. Deposits . . . . . . . . . . . . . . . . 3,802 Q,228 J.Q93 :'i·398 
(a) Current accounts and sight deposits. - - - - -. 
(b) Savings accounts . . . . ..... - - - - -. . 
(c) Time or fixed deposits. . . - - - - -. . . . 
(d) Other deposits . . . . . . - - - - -. . . . . 

128 18. Rediscounts and Other Borrowings . - 189 189 189 . . 
19. Acceptances and Endorsements. . . . 240 513 701 919 770 
20. Sundry Liabilities. . . . . . . . . . . . 12 30 22 19 30 

21. Total Liabilities. . . . . . . . . 5,699 13,765. 12,976 9,237 8,803 

22. Guarantees (A vale und Burgschaftcn). . 676 642 528 448 

23. Value of the Currency in Cents of a U.S. Dollar 
'23.8 23.8 23.8 23.8 at the End of Each Year . . . . . .I . . 2J.8 



-

PRI~CIPAL COM.'\IERCIAL BANKS (BERLINER GROSSBANKEN) 

SU:MMARYOFPROFIT·AND-WSSACCOUNTS AND -. - DISTRIBUTION OF PROFITS FOR THE YEARS: 
' ACCOUNTS -

1925 1929 19JO 1931 19J2 

. . 
I 6 6 Number of Banks. . . . . . . . . . . . . . . . 7 5 5 

RM. (ooo,ooo's omitted) . . 
' . 

Capital paid up. . . . . . . . . . . . . . . . . 474 sss 553 429 MZ 
Reserves and Undivided Profits . . . . . . . 190 338. 340 125 104 

:r. Gross Profits . . . -. . . . . . . . . . . . . . 384 480 450 . 368 320 
-

To be tkdlldell ; ' ' ' 
' -

z. Expenses. . . . . . . . . . . . . . . . . . 317 394 350 • 300 255 
(a) Salaries, etc. . . . . . . . . . . . . . 287 340 J10 270 231 

(b) Other working expenses • . . . . . . . JO 54 40 JO 
' 

24 

(c) Taxes, etc. . . . . . . - - - - -- . . . .. . . . . 
J. Rwened for Pensions Funds, etc .. . . . . . . II 19 17 16 i:6 
+ Written off on (Depreciation Accounts for) . . . 6 2 43 706 131 

(a) Premises, etc. . . . . . . . . . . . . - 2 1 - I . . 
(b) Invwtments and securities. . . . . . . ' 
(c) Other assets - - 42" . 706 JJO . . . . . . . . . . . . . 

5· Remaining Net Profit or Loss . . . . . . . . +so + 65 + 40 -654 - 82 
6. Carried forward from Preceding Y car . . . . . 4 9 10 10 4 
1· Taken from Rwervw or Capital ..• . . . . . . - - - 651 85 

8. Total Amount disposed of for Dividends, etc .. . 54 74 50 7 7 

9- Carried to Rwervw .• . . .. . . . • . . . . . . 2 - - - ' --
10. Dividends . . . . .• . . . . . . . . . . . . 44 61 38 3 4 
n. Directors' Fees, etc. . . . . . . . . . .. . . 2 3 2 - -
:rz. Other Purposes. . . . . • ·- . . . . . . . - - -· - ~ 

IJ. Carried forwa.I'd to Following Year . . . . . . 6 10 10 4 3 

I+ Total as above • . . . . . . . . . . . . . . 54 74 50 7 ' 7 

:rs. Value of Currency in Cents of a U.S. Dollar at . 
' ' the End of Each y car . . . . . . . . . . 

J. ~-
/ 

No distinction is made in the balance-sheets 
between domestic and foreign bills. The following 
details are available regarding the bill portfolio of 
the Kl'ditbtlflkeJJ: 

Xl/1929 X1/19301llJ/I9311XI/19J2 

• RX. looo,ooo'o) 

Tr , WI.: 
Redier-m•ble at Rei< b. 

t.ak .. ......... 2.u 73 lofO 110 
Otila' .. ........... . :zof6 478 237 390 

Total J (a) • • -:;9J .S.SI 377 

. 23.8 23.8 23.8 2J.8 . '23.8 
. 

Xl/1929 Xl/1930 XI/193I,Xt/1932 

' RM. (.;};..,ooo's) 

Commercial billl : 
Cheques and billa {ordio· . 

. 

ary discounts) • • • • 2,863 2,288 1,7o6 1,670 
Owo acceptaoces. , • • 5 2 2 15 
Owo drawiop • ·- • . • • 3 I 3 3 
Promioeory notes dtawn 

by cuatomen to bank'• 
order. . . . . . • . I 5 ' . 4 20 

To~! 3 (b) • . 2,872 2,21)6 '·1'5 1,708 
• --
' Grand total • . 3.363 2,8of7 2,oga 2,208 

. Treasury bills are non-interest-bearing and are 
ISsued by the States as well as by the Reich. The · 

'. 

-
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commercial bill portfolio as shown above excludes 
bills rediscounted, which are not included under 
liabilities, but are shown separately outside the 
balance-sheet. 

4· Investments and Securities. 

The sums shown under (a) consist of " Loans and 

' 

interest-bearingbondsofthe Reich and the States". 
The Treasury certificates given to the big Berlin 
banks by the Reich in 193 I and 1932 pending their 
reorganisation have not been included in the 
present group of the summary table, but are shown 
under " Sundry Assets " in group 10. Other 
securities (b) are classified in the official statistics 
as follows : 

RM. (OOCM»oo's) 

KreditbaMn& - Big Berlin banks 

November ~ovember November November 
1929 1930 

Pledgeable at Reichsbank and 
other central banks. . 57 69 

Other quoted securities • . . 273 226 
Sundry securities. . . . . . . 71 75 

Total. . . 401 370 

5· Participations. 

The sums given in the summary tables are 
composed of permanent participations in banks 

1931 1932 1929 1930 1931 193• 

219 183 J2 12 9 7 
230 161 152 120 8o 99 
6s 63 32 22 25 41 

514 4°7 196 '54 114 147 

and . banking firms and syndicate participations 
( Konsortialbeteilig11ngen) as follows : 

RM. (ooo,ooo's) 

Kreditbanlun Big Berlin banks 

November NovembE-r November November 1931 1932 1929 1930 ' 1931 1932 1929 1930 

Bank participations. . . . 187 r81 
Syndicate participations. . 221 212 

Total. . 408 393 

The increase in both bank and syndicate 
participations of the Berlin banks in recent years is 
a result of the mutual assistance that the banks 
were obliged to give under the three institutions 
created in 19]1 and 1932 - namely, the Garantie 
und Akzept Bank, the Deutsche Finanzier
ungsinstitute and the Tilgungskasse fiir gewerbliche 
Kredite. 

6. Due from Banks (Co"espondents). 

In the official statistics, the banks' " advances to 

-
205 198 Ill 114 127 144 
231 221 168 t66 IOz 169 

436 4'9 279 280 289 313 

banks, banking firms, savings banks and other 
credit institutions " are included with other 
advances on current account. In the summary 
tables, this item has been carried to group 6 
and added to " nostro " balances, which represent 
balances accruing in the ordinary course of banking 
transactions. (They do not include sums due after 
more than three months.) This division is shown 
below : 

RM. (ooo,ooo's) 

K· editblmluoo Bic Berlill banks 

November November November November 1929 1930 1931 1932 
1929 1930 

... NOitro ., balaDcea. . . . . . . 1,507 1.290 

Ad van- to credit institutions. . 441 463 
Total. . . . . 1,948 1.753 

The bulk of the " nostro " balances are due 
within seven days. No distinction is made in the 
official statistics petween such balances at home and 

1931 1932 

485 354 1,305 1.011 373 249 
511 368 369 468 291 337 

996 722 1,674 1,479 664 s86 

abroad ; the proportion held abroad was substantial 
in 1<)29, but it has probably declined in recent 
years. 
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GEJUIANY 

7- z.- - .:fl&..vs., 

· The sams giwa W1M (•) in the ~.tables 
ft¥Utnt " debtors in CUIJ;.l'Bt account • less 

cover fur a~ptanoes. The Ia tter item is not shown 
Sl'paratdy by the banks. but ~mounts equal to the 
a~ptance liabilities shown m the balance-sheets 
have been deducted &om " debtors " and carried 

RM. (_.,.,.,'sl 

KNIW._._ Bic Berlill bub 

. 
Nee~ "'oe bor No_._ Nowmbor 1929 19]0 19]1 1932 

1929 19]0 
. 

~-----= ·-~"" •-5117 r.Sj6 Sbx:k-F t apwaaity .. 
01:118 secwity .. . . . . .).993 4-437 

1,861 z..liaowsed .. . . . . . . . 1.927 

~ TOI:II •• . . . . . . . . 7.!P7 7.8)4 

Lzss: 
.AdYa.as ... Cftdit ill-

stitabuia. • .. . . . . 441 46] 
c- iar ....-qAml<&- . 624 Sol 

4- TOI:II7 {a}. • • • • • • . 6.4-P 6,j6J 

(}de. ..... -
: 

s. Ad:waaaw -Sud-& 
~ww:itits: 

]18 196 c. •• p ... . . . . . 
I em' •.... . . . 214 227 

TOI:II •••• . 6oa 423 . ... ~. I Cftdits : 
Secwed by oltippiac -

--~ waaaara • . •JI lh 
~--ed. . . . 159 967 
l:wwed ••••••. , CJ66 1,000 

TOI:II ••••• a.a63 •·'49 
7· Otlter ..-.w.n. Cftdits -.... of 
~-. . .. . . . . aSs 110 

I. TOI:II -.a.t-taa -... 
15+6+7) ... . . .. z.aso 2,742 

9- Laac-ta- -- . . . . . 96o l.tol 

- TOI:II7 t•J • • • . . . . . 3.610 3.650 

Gn.d t«al k+lo). JO,flj!l I IIO,fiJ 

to £roup 8 of the summary tables. Current-account 
debtors. as sbown in the oflicia1 statistics, include 
advaDces to aedit institntions ; these advances 
llavc· ~ anitd to £roup 6 of the 5W11JJWY 
tabb. 

The ~ts shown under (b) represent 
o-~ and other advances to the Stock 
Evbange, rrimbar~mJt:Dt aedits and other loans. 
Tile detailed WIIIJIOUtion of loans and advances in 
the )'tal'l under review iA shown above. 

I. c- Jw Auep~Mtus. 
So..e ~ to JWeviou poop. 

1.0. s. ury .tsuu. 
~ ---~ .._ andd tbiA ht:a.dinc Wr the 

Bcrlia 1luaJr. m ~ and 193Z iPc:lude 300 and 
4JA> ••nao. ltX. retptaiYdy cA Trt:asury certificate:. 

, 

19]1 19Ja 

989. 744 • 1.363 1,291 ,ar 611 
.).686 a.863 ].095 •.ns 2.753 4-llJ 

1,2J2 1,011 1.714 1,21] ..•. , I,JJO 

6,886 S.64J S.6SI 5-?al •. ,.a 4-312 

\ 

511 ]61 369 461 291 JJ7 
1,039 159 51] 7"1 919 . 77" 

j.JJ6 f,fJ6 f.769 f.Jjf J.jJI J.•7S 

., 

58 I 291 166 - 6o ' a6t 117 69 Jl 131 40 
189 •• j62 3.53 129 ]2 

19 1.)0 211 • •19 " • 99 
679 S43 791 955 j68 486 
540 407 799 hi 427 ]26 

1,]18 l,olo a.Soa •-965 1.0?0 901 

·• .. 

75 6.5 171 1.52 71 6a 

l,sh 1,116 2,5)4 •·410 1,210 995 
1,201 1,21) 104 104 - -
•·790 •·399 :1,6]1 "·S7f 1,170 993 

l,u6 6.115 7·f07 7-.J"'• f.7" 4·"70 

given by the Reich in connection with their 
reorganisation (sec introductory note). • 

u, 13 and 14. Caf'ital, ReU111e1 atul Utulivideil 
Profib. · · 

The capital account involves double counting 
in respect of the bank participationa included under 
assets. The decline in the capital re10ureet In 
recent years is due to the writing-down of auet1 
during the bank reorganisationa described in the 
introductory note. · · ' 

'. ,. •'· 

16. Due lo Bank• (Correap01Ulent.). 

Swns due to foreign bankl are not ahown 
aeparately, but the bulk of the credita obtained 
with other bankl for the account of CIUitomera 



GERMANY . 

(seitens der Kundschafl beiDriUen benutzte Kredite) 
probably represents liabilities •to foreign banks. 
Tile decline in this item in 1931 and 1932 has been 

•. 

commented on in the introductory note. 
The detailed composition of the sums shown in 

the summary tables is given below : 

RM. (ooo,ooo's) 

K redilbanken Big Berlin banks 

November' November I November I November I 1929 . 1930 1931 1932 1929 1930 1931 1932 

' 
Credits obtained with other banks 

for the account of customers. 2,122 2,297 
Due to German banks, banking 

lirms, etc. . 1,148 1,394 
Total. 3·270 ],6gl 

17. Deposits. 

The official statistics include balances due to 
German credit institutions (which have been shown 

. 

' 

1,530 1,222 1,872 2,114 1.223 1,095 

1,016 f,of13 937 1,02] 938 1,285 

2,546 2,6]5 · a,8o9 ],1]7 2,161 2,]8o 

under group x6 of the summary table) along with 
other Kreditoren and show the time distribution of 
the whole as follows : 

. 

RM. (ooo,ooo's) 

KredilbaHknl Big Berlin banks 

November November November November 
1929 1930 1931 1932 1929 1930 1931 1932 

Deposits . . . . . . 10,965 9,814 7.041 6,]57 9,228. 1·993 5,398 4·946 
Due to German banks. 1,148 1,394 1,016 1,413 937 1,023 938 1,285 

. Total. . . 12,113 11,2o8 8,057 1·11°· 10,165 9,016 6.336 6,2]1 

TIIM•<Jf: ' ' 

Payable within seven days. 4·490 4,565 4.051 ],627 4o247 of,128 ],316 ],002 
Payable after seven days and 

4,538 up to three months. . . . 6,679 5,827 3,139 2,953 5.419 2,5J.S 2,621' 

Payable alter three months . . 944 816 867 1,190 499 350 485 6o8 

Total, u above . . 12,113 11,2o8 . 8,o57 1·770 10,16$ 9,016 6,336 6,231 

xS. Borrowings. 
The sums shown in the summary table for 

Kreditbanken are composed as follows : · 

K redilba11knt 

~ Nov. Nov., Nov. 
19]0 1931 1932 

-~-

Mortgage and municip'll . Rill. (ooo,ooo's) 

bond iaauea • . . 861 1,045 l,lofl 1,086 
Other long·tenn borrowings 298 296 21>8 246 

Total. . . . 1,159 1,341 1,409 1,33• 

Rediscounts are shown by the German banks as 
contingent liabilities outside the balance-sheet. 
They are therefore excluded fr?m the present group 
in the summary tables and given as an independent 
group (23) outside the balance-sheet proper. 

22 and 23. Gtlllrantees and Rediscounts. 

These items arc classified as contingent liabilitk•s 
and excluded from the balance-sheet. Rediscount 

.liabilities arise in rupect of bank acceptances and 
other bills, shown separately by the Kreditbanken as 
follows: 

Kredilbnkm 

Nov Nov. ' Nov., Nov. 
1929 1930 1931 193:Z 
1-----~--

Rediscount liabilities in re· RM. (ooo,ooo's) 
spect of: 

'348 Bank acceptances. . . 974 1,135 1,oog 
Other bills. . . . . . Bot• 74• 903 b8g --

Total. . . 1,816 1,877 1,912 1,037 
-- ---

Tlon•of due within fifteen 
486 ot68 246 days .. . . . . . . . s6• 

The interim reports on which the summary table 
is based also show under contingent liabilities small 
amounts of the banks' own drawings, both for 
their own account and for the acc9unt of customers. 
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:So official profit~ statistics are published 
ill Gamuy. Tabk o(i} is based on thfo annual 
ftpon5 o( thr lo_.ading &rlin banks 

. ' 
~ composition of~ profits according to the 

was from 1iilich they are ~is shown below: 

IULI_.-'s) - Jli3D •93• 19]t 

J;d- atfraa r IS .......... . . . . . . :t27 :101 .,.. >6o 
c -. . . . . . . :144 '"37 '93 •s1 
l'ni*IS .._ .. IS 

.... put:il:ipalim8 ; . . 9 5 5 3 
'Taal- . . - . ... .,.. )61 32" 

'Die first item repn:smts the net ba1ance of 
iDteRst eamed on discounts, loans and advances 
after" d.od •• t •., of interest paid on deposit accounts; 
!iODe 1mW iocJnde thls lattes- item under expenses. 
~sums foF total~ profits a5 shown a howe may 
be inuompJete in artain years in so far as the banks 
fol1aw the practice of making a11owanc:e for 
depe-:iarion of their investments, participations 
and uut,•hnding aedits bdore disclosing their 
~ 

4 and 7. Dtj>r«Wiott A ccouflls and T 11km from 
Rt.serws or C11pillll. · 

It 11ill be observed that, in the years I9JG-I9J2, 
the big Berlin banks wrote off assets to the extent 
of 8<)o million lUI.. Item 7 of the summary table 
suggests that the greater part of this reduction was 
accomplished by reducing capital and drawing on 
reseiVes a~~d -accumulated profits. The· figures 
given at the top of the table show, however, that 
these items were not reduced to the same extent as 
off-writings were effected. The difference lies; 
of course, in the contn"butions of the Reich and the 
Golddiskontbank, which have been set out in 
detail in the introductory note. In Summary 
Table 9 (b). these contributions are included in 

. item 7· 

S· - N el Pro til or Loss. 

In 1931 and 1932, the banks~ a whole showed a 
net loss, after making provision for the depreciation 
of assets. In I9JI, this was dne to the Dresdner 
(and Danat) Bank, the Deutsche Bank and the 
Commen- und Privat-Bank. In :1932, the Dresdner 
Bank_ made ~-~vision for doul;ltful debts by 
drawmg on 1ts cap1tal and reserves, and it is 
respoDSl"ble for almost the whole of the net loss 
shown in that year. One million RM. is dne to the 
Deutsche Bank, which wrote off assets to the 
extent of 27 million RM.. The Commerz.. und 
Privat-Bank used the whole of its operating profit 
(8 million RM.) to write off 1os&es. · 

IO. ~ •. 

Only the Reichs-Kredit-Gesellscbaft and the 
Berliner Handels Gesellschaft distributed dividends 
in I9JI and 1932. . 

II. Direclorl' Fees; eli. 

This item consists only of the directors' share in 
profi~ {Ger"f'"'"tlleil du Aujsichlrlllu). Their 
salaries (Bezuge la Yorslilfldu) are included under' 
expenses in item 2 of the l1lll1lJlaJ'Y tab~ 
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GREECE. 

Int.roduetory Note. 

· A brief account of the structure and history of 
the Greek banking system was given in the last 
edition of this Memorandum. It may be recalled 
that the drachma was legally stabilised at about 
one-fifteenth of its pre-war parity in connection 
'with the establishment of the new central bank in 
1928. The new parity was maintained throughout 
the first years of depression, but difficulties arose 
as a result of the United Kingdom's abandonment 
of the gold standard in September 1931. A system 
of exchange control was then introduced in Greece, 
but it did not work successfully. The inflow 
of foreign capital (mainly through Government 
borrowing), which had hitherto helped to support 
the drachma exchange, dried up by the end of 

- . . 

End of· Deposits 
io terms Other 

of foreign d"!""'its 
currency 

' 
.. 

December 1930. . . . . . . s.s98 8.963 
September 1931 ' 6,2o6 8,27J . . . . .• 
Dt:cember 1931. • . . . . . s.68s 8.466 
April 1932. . , . . . . 5.671 . 7·471' 
December 1932. . . . . . . 1,]65 lf,754 
November 1933. . . . . . . 1.346 13,352 

I 

In the first three to four months of 1932, the flight 
from the drachma assumed alarming proportions ; 
the price of foreign exchange on the " black 
market " rose rapidly, the net cover reserve of 
the Bank of Greece was .almost wiped out and 
apprehensions regarding the maintenance of the 
official parity led to heavy withdrawals of drachma 
deposits with the banks, while deposits in terms 
of foreign c.urrency were well rna in tained. The 
banks were able to meet only part of the sudden 
withdrawals of drachma deposits by calling in 
credits -. discount credits in particular -. and, 
although recourse was had on a large scale to the 
central bank for supplementary cash, total cash 
reserves of the banks were heavily reduced. The 
attempt to maintain the official parity was 
ultimately given up at the end of April 1932 ; the 
exchange value of the drachma was allowed to 
depreciate rapidly to a level at which a balance 
between the supply of and the demand for foreign 
exchange could be more effectively secured, while, 
towards the same end, a system of direct restriction 
of imports was introduced: 

The rapid rise in foreign exchange 9uotations, 

• Excludins mortsage.and asrlcultural banks. 

1931 and a flight from the drachma seriously 
affected, not only the cover reserve of the Bank 
of Greece, but also the posjtion of the commercial 
baflks. . 

Even after the legal stabilisation of the drachma, 
the . Greek public • had largely. maintained the 
practice of attaching a foreign gold. currency dause 
to their drachma deposits with banks. This 
practice was officially recognised, and, in the 
bank, returns, ordinary drachma deposits were 
distinguished born deposits in terms of foreign 
,currencies, as is shown in the following summary 
statement , (excluding mortgage and agricultural 
banks) : . 

,/ 

. Dracllmz (ooo,ooo's) . 

' . Cash in 

'rotal hand and 
at the Bill Loans and Securities ·deposits Bank of portfolio advances 

Greece 
.. 

14,561 1,316 2,414 10,276 I,gOO . 
14.483 1,033 2,5o8 f 2,042 L9·915 
14,151 1,105 . 2,054 9.726 x.98o 
13,142 ,646 1,638 9.513 1.9]5 
13,519 857 1A67 9·592 1,838 
14.698 1,]86 2,536 8.s98 1.590 

however, entailed a heavy increase in the liabilities 
devolving upon the banks from their obligation to 
repay depositors the drachma equivalent of the 
very large deposits previously contracted in terms 
.of foreign currency. On July 29th, 1932, a decree
law was passed which stipulated that debts of all 
kinds, including bank deposits, contracted in 
terms of foreign currency before April 26th, 1932 
(the date of the official abandonment of the 
stabilisation parity), were to be considered as 
having been converted into drachmre at ·the rate 
of $1=100 drachmre. It may be mentioned that 
the exchange rate of the dollar had risen t41 125 
drachm;e on April 27th and to 146.5 drachma: 
on July 29th, as against the par rate of 77 drachma.·, 
at which most of the deposits in question had been 
contracted. The bankS were partly covered, 
however, as they disposed of a minor reserve in 
tlevisen (about IS per cent of their foreign .currency 
deposits), and as some 2 .milliard drachm:~: 1 of 
their outstanding advances and discounts were 
likewise expressed . in terms of foreign currency: 
On the other hand, certain devisen deposits, 
includ~g those of foreign subjects permanently 
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~ abroad. as wen as those of the members ru<e sharply (by 1,170 n1illion drachm~. or Bs per 
of the di.}:iomatic cups and foceign missions. were cent) during the next nine months. As a result, 
aenpted from so-called • drachmificat~ "under the total volume of loans and discounts at the end 
tbr a'bow: dn:ree law. of Novembes 1933 practically · equalled that 

Tbe effi.>cts of this kgi;;latioo upon the position outstanding at the end of April 1932. Meanwhile, 
of the ~ banks are reflected in the total deposits increased very considerably and the 
tigwa ~ ahem: b the eDd of 1932 and 1933 1 banks 11-ere soon able to repay the ~ts received 
•~My. The • drachmificatioo .. of deposits from the central bank in the spring of 1932 ; in 
~dy ~ the internal banking position. addition, they accwnulated large surplus balanOl"S 
nmte the bulks in most Central and Eastern 11ith that institution. The official bank rate, 
Europsa OJQDI:ries. those of Greece are purely 11·hich stood as high as l2 per cent in the beginning 
can"'**cial banks and are DOt tied up in loans to of 1932, was gradually reduced to 7 per cent in the 
irodasti) m agricul~ to any great extent. :Most autumn of 1933. and the loan rate charged by the 
of their cndits are granted on short-term b commercial banks on first-class risks had fallen to 
fina~ Cllllllllft'Cia m similar transactions, 6 per cent, an exceptionally low loan-rate in Greece. 
aJid are thus. in pinciple. seiHiquidating onr As in the preceding edition of this M nrwr11ffdum, 
c:omparatm:ly short periods of time. The rise in the summary tables are based on the statistics 
intemal prices which took place until the beginning published in the ·M Ofllltly B11llelitt of 1M Bllflk oJ 
of 1:933 enabled certain debtors to repay bank Gruce. They cover all COIIlJII('rcial banks operating 
adn.Dces ..tUch had previously been frozen. It in the country • and exclude the mortgage and 
will be obsavtd that the total of outstanding loans· agricultural banks, which are given separately in 
aDd adn.Dces had been considerably redured by the basic statistics. Since 1930, these statistics 
the md of zgn. while the bill portfolio, which, in ·are con1ined to the banks' principal accounts only. 
fact. amtinued to shrink until the eud of Febnwy Profit-and-loss accounts foe 1930 are not available 
of that ymr [11 then reached 1.366 million drachiiiz), for all the banks. 

L c.si. 
The OliDJX6ition of this item is as follm•-s ; · · 

s- aad coins • • • 
Ba!ancrs with Bank of 
~- ..... . 

·- 19)0 19Jl 19J% 

DnocUuo 1.......-"sl · 

;Pz 573 · Jli5 +t8 

4 aDd 5-I~ •114 S«wilies: Pmi&ip!IIW.U. 
llle sratistics of the Bank of Greecle do not 

di:stiDgaisb betwu..'D Government and other 
-uies.. Jl(ll' is the aature- of the participations 
jndjcattd 

6. bw fr- &us (Corr~). 
A. a rule,. ,.,.,...,ic c:orrt:5]l01ldenu' account. are 

indnded ill Ol'dinar) current accounts. The IUJI)ll 

pe11 tmd« (•) are lhown am'..ng cash re!en'es 
wMts- the bt:adinc .. belancu with otbes- banb " 
aa the statistic» pablAhed by the Bank of Greece. 
Sada belanas may COIIlltitute a cash reeerve from 
tlioe p<ADt uf Yiew uf the individual banb, bat DOt 
~~ the bant:inc I}"Jtem as a wh<Ae. · 

' abroad, though they may also include a considerable 
pi'Oportion of foreign bills which are ultinlately 
transformed into such claims. . 

1· UHUlf liM A.dtlllfiUS. 

-The composition of loans and advaru:es according 
to periods of maturity is shown below ; , . 

Short-term (up to 
Jmonths) •••• 

Long-term · (over 
3months). 

Total ••• 

19:19 1930 1931 1933 
Dradl ..... (<*>,OOO't) 

• 7.076 6.597 6,729 

3,201 3,129 2,1)63 --
6,857 10,277 9.726 g,692 

12 and IJ. C•PiUU•flll Reurt~a, 
These itema are Dot shown in the atati.~tica 

published by the Bank of Greece since 1930. 

16. Due to Banlu (Correspondmt•). 
Inter-bank accounta are included in ordinary 

current accounta in the 1tati&tics published by the 
Bank of Greece. 

ne - pyen 1111&1- (f.) are ahown in the 
"ari&rica of tbe Bank of Greece under the heading 17. Depo•m., · 
M (fAd, bo:ip banknrA.ea and exchance" and ~ ~eek banb accept deposita on savings-bank 
aw-....,. lA> r-.pr-.nt dridJy claims on banb condihons, and there are no Independent saving• 

: ~ .-': ~~ .;:-,..~ ~~ 1<13J .,.. u .. latat available at the ti- of writlns. 
-· OBIJ tiM ac:coanta ol GrM brancbee are taileD Into -.lderatloli. 



IJI 
• 

GREECE. COMMERCIAL. BANKS Table 10 (a). 

ACCOUNTS 

Number of Banks . . . . . . . . . . . . . . . 
ASSETS. 

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

Bank . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . • • • . • . . 
3. Bills discounted and bought • • • . • • . • . 
· (a) Treasury bills. • • • • • • . . • • . . 

(b) Commercial bills, Inland. • • • . • . . 
(c) Commercial bills, Foreign . . . • • . . 

4. Investments and Securities. • . . . • • . . . 
(a) Government • . • . • • • . • . . . . 
(b) Other .••••..•.•..•... 

5. Participations • • • • • • • • • . • . , . • 
6. Due from Banks (Correspondents). • • • • . . 

(a) Athome .••.• , •••..•.. 
(b) Abroad ••••.••.•.••... 

7. Loans and Advances. . . . • . • • • • . . . 
(a) On current account • • . . . • . • . . 
(b) Other .. .... · .......... .. 

8. Cover for Acceptances. • . . . . • . . • . • 
9· Premises, etc. . . . . . . . . .. . . . . . . 

10. Sundry Assets 1 • • • • • • • • • • • • • • 

II. Total Assets·. . . . . . . . . . . . . . . . 

LIABILITIES. 

12. Capital paid up. . . • . • . . • . . • • • • 
13. Reserve Funds . • • • . . • . , • . . • • . 
14. Profit-and-Loss Accounts, Dividend Accounts, etc. 
IS. Cheques and Drafts, etc., in Circulation . . . . 
16, Due to Banks (Correspondents) • • • . . • • . 

(a) At home. ·• • • • • • • . . . • • • . 
(b) Abroad • • • •.•••... , •.. 

17. Deposits . . . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits •.• 
(b) Savings accounts ••••.•••.• ,. 
(c) Time or fixed deposits . , • • • • • . • 
(d) Other deposits • • • • . • . . . . . . 

18. Rediscounts and Other Borrowings . . . . • . 
19. Acceptances and Endorsements, • , . , , . . 
20, Sundry Liabilities. • • . • • • , • . . • . . 
21. Total Liabilities. • • • • • • • , • , • , . • 
22. Value of currency in cents of a U.S. dollar at 

the end of each year. • • • • • . . • . . . 

SUMMARY OF POSITION AT THE END OF : 

1929 1930 1931 

35 33 31 

Dracbm:e (ooo,ooo's omitted) 

1,109 

410 
1,627 

24C!,. 
1,387 
6,857 

439 
4.324 

20,195 

688 
2,099 

109 

13,235 
8,317 
3,088 
1.830 

345 

939 
1,344 

231 
I,II3 

,10,277 

1,105 

879 
809 

68 
741 

9·726 

1932 

27 

719 
918 

45 ' 
873 

9.692 

-. 

3.719 - _:__' -1-----1~---1 
20,195 

1.33 1.29 1.29 



COllMERCI:\L BANKS :~'able 10 (b). 
t • ' ; . t •• 

SUMMARY OF PROFIT-AND-LOSS - - - - .ACCOUNTS AND DISTRIBUTION OF - PROFITS FOR THE YEARS : 
ACCOt.)'NTS 

I I I IC)Z9 1930 1931 193~ 

I I I :SUliiM of Ban'L-:s. ' zS 23 21 - - . . . . - - - - - - . - . -
Dndlmz (ooo,ooo's omitted) 

- -
622 Upital paid up- - - • . • . - 662 .. 525 - - . . - - - - . 

2,0<)8 ·1,843 - - 1,571 Resa•es and l"'ndirided Profits. - . - . . - - . . 
I. Gross Profits. - - - ~ . - . - . . . - - - . 1,563 . . 1,307 1,168 

T• leldtldd: - 1,214 I,oo8 903 2. E:1pe s - - . - - - - - . - - - . - - . - - . . - su - -( •) Salaries. etc. - - - - - - . . - . - - - - -
( 6) Other" ..-orking expenses • 609. - - -- - . . - . . 
(c)Tues,.etc..-- .. -.- 93 • - -. -- - . - . 

J. Rm•ed fOI' Pension Fnnds, etc. •. - . - -- - • . . 
I&j 167 -f· Written oH on Depreciation Accounts for. . - . 141 . 

(a) Premises.etc. ..••... - . - -- - - - - . 
(6) lnvesrments and securities. - . - -- - - . - - ' (c) Other' assets - . - -- - - - . . - - - - . - -

5- Remaining :Set Profit 01' uos.-< (-) 208 . 130 98 . . - . . . 
(,:Carried fonr.ud from preceding year. - - . - -• • . . . 
i· Taken from Reserves 0c Capital. - .. - -- . . . . . . 
S. Total Amount disposed of fOI' Dividends, etc .• . 208 . 130 98 

9-~ to Reserves. . . . - . . . . . . . - ,20 . 1 4 
10. Dividmds • • • . . • . . . . . . . . . . . . 188 . 123 So 
II. Dim:tors' Fees. etc.. - . - -. . . . . . . . . . . . 
12. Carried fonr.ud to following year. . . . . . . - . - 14 

1 J. Total as above • . . •. . . . . .. . . . - . . 208 . 130 98 

Lf. \'alne of CUlYellCY in cents of a U.S. dollar at 
the end of each year. . • • • • • • • • • • 

i 
I.JJ 1.29 1.29 0.54 

' 

t.ar.b apart &001 tbe Pu.t Office tavings 1ystem. published by the Bank of Gr~. which aoo include 
sa- I9JO, .avinp acoountJ are DOt sbo-An borrowings through bond issues (345 million 
sepant,jy frooa sight depc4itJ in tbe litatisticJ drachmz at the end of 1929) under time depoeits. 

n.e beip banb ~ting in Greece do DOt 
J*WM 1ep11nte prc.ftt-and-k. aw-JUJJtJ fur their 
f"Aeek lll"anchts, the pr<>htJ of wbicb are tramfened 
"' die t.ea&}aaners abroad and are oot diipl*d 
IJII ill CA-.. n.e _,.,. table tberefure relo.tes 
..., drn utie banb ooly. 

n.e profit-aJid.lt- litaUmentJ available oo nut 

rontain any information regarding directors' fees, 
SWill reaerved for staff pe111ion funds and undill· 
tributed profits carried forward. The amounts 
shown under if in the summary table include . 
&-predation of premilles, but appear to contiHt 
chiefly of sums written off loans, investments and 
participations. 

~ 
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HUNGARY. 

Introductory Note • 

. The predominance of agriculture ill the economic 
life of Hungary has largely determined the evolution 
and present organisation of the Hungarian banking 
systc.>m. . The extension of long-term mortgage 
credit has always been one of the most important 
branches of the activity of many of the banks ; but 
all banks enjoy full freedom to undertake any form 
of savings, current commercial or industrial banking 
business. So frequently are several or all branches 
of banking carried on conjointly by single 
institutions and so slight are often the differences in 
character bctweeq, the operationS of banks 
irrespective of their designation as savings, 
commercial or mortgage banks, that no true 
distinction can be made between these types. of 
credit institutions. The relations between the 
oonks and the industries created by them are closer · 
in Hungary than in almost any other country. 
Although preference is normally given to industries 
closely connected with, or of immediate interest to, 
agriculture, nevertheless the banks extend their 
financial support to a whole range of othc.>r enter
prises, whose products are destined both for 
domestic consumption and for export. 

During the period of rapid recovery following the 
early post-war currency chaos, the principal banks 
in Hungary, as in Austria, obtained extensive foreign 
short-term credits~ which were re-lent, directly 
or indirectly, to . industry and agriculture and 
became part of the working capital of the country. 
The volume of bank credit increased without 
interruption from 1925 up to the end of 1930. 
During this period total current account loans were 
doubled, and the banks' bill portfolios increased 
more than threefold. Mortgage loans, which before 
the war constituted by far the most in1portant 
branch of bank credit in . Hungary, had been 
practically annihilated as a result of the post-war 

,inflation and only amounted to 6 million pengO at 
the end of 1925. In subsequent years they were 
partly reconstituted and reached in 1929 a maximum 

of 668 millions ; by the end of 1932 they had 
declined only fractionally to 639 millions. Foreign 
credits were available to the provincial institutions 
indirectly through the rediscount facilities offered 
to them by the Budapest banks. In the balance
_sheets of the provincial banks rediscounts increased 
rapidly up to the end of 1931 and scarcely dropped 
in the following year; in 1932 they were by far thr 
most important liability, exceeding the total, of 
current and savings deposits and " Creditors ". 

The crise de con fiance in the summer of 1931 found 
'the Hungarian banks in a highly illiquid position 
which called for mc.>asures of support on the part 
of the Government. , Following the Creditanstalt 
disclosures, a withdrawal of deposits from the 
Hungarian banks and considerable selling of pengo · 
sd in. The majority of the Budapest banks- in 
partiCJ.tlar, the General Crc.>dit Bank- was forc~d. 
in order to meet the calls made on them, to 
rediscount heavily with the National Bank. The 
total rediscounts of these banks, which had been 
63.4 million pengo at the end of 1930, had risen to 
206.3 millions a year later. t The closing of the 
German banks in July precipitated the crisis. The 
Hungarian Govt'rnm.-nt declared a three-day 
Bank holiday, strictly limited withdrawals of 
deposits and instituted a control of foreign exchange 
dealings by the National Bank. 

In the following month, in order to obviate dis
trust in. the currt'ncy and consequent· domestic 
withdrawals of deposits and speculative borrowing, 
the Gold-Pengo Law 1 was passed, which attached a 
gold clause to bank deposits and certain other obli
gations expressed in pengo. At the same time, the 
Hungarian Guarantee Bank with a share ca j>ital of 
so million pengo, subscribt:d by the Govcrnmt'nt, 
the big banks and the principal industrialists, was 
established in ordt'r to support banks which might 
find themselves in difficulties. This institution, 
which was constituted on the model of the recently 
established German Garantie- und Akzeptbank, did 

• Ill the autumn of 1931, the total medium- and short-term foreiln liabilities of Hungarian commen:ial banks· 
amounted to 82 3 million pengO and their corresponding foreign usets to approximately 120 millions. (League of N a tiona: 
Report of the Financial Committee on the Financial Pooltion of Hungary. Document C.749(1).M.348(I).I9JI.) Compa-
rable figareto for earlier yean are not available. -

• The customary half-yearly balance-sheeta were not published by the majority of the Budapest banks in the 
1ummcr of 1931, · · · 

• The gold-pengo law (Emergency Decree No. 456o/1931. M.E.) provides that all old money debts are to be considered 
guld debta, notwithatanding the legal-tendor quality of bank-notes, and tha.t future private debts protected by 1 
gold clause 1hall also be regarded aa gold debts. All debts to the State, paat and future, are to be regarded u 
gold debts. The value of the gold pengo ia set at 0.26JIS789 gn.mmo of fine gold ; the law is to become 
operative only If the price of 1 kilogramme of gold rises above 3,840 pengo. A later Deoree provided that the 
paper pengO 11 to be regarded aa equal to the gold pengil until such time aa the Government decides otherwise. 
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aot ~ ~tioBs until the autanm of 19J<I. J>.>posits have contractt-d considerably - by 
Ia -iapst 1931. the foreign exchange control11-as roughly 19 per cent in the course of 1931 and 
e~ aDd a Cle'DSUS taken of an assets and 10 per cent in 193.1. This contraction is entirely 
liabilities iD 'n~ nD&t'llcies. the declaration of due to domestic withdrawals, foreign loan mone}'11 
whd w-as made obligatory. having been completely immobilised. It is stated 1 

t"p:a the introduction of the gold-pengO law the that, although part of the sums withdrawn has been 
limitat:ioa oa the withdrawal of domestic deposits hoarded. a large part has been used for current 
w-as ~ bu.t foceign bank aedits remained consumption. 
iD ~ ~ immobilised. Negotiations for The Security portfolio of the Budapest ba,nks 
sUai;;till &.,"'11!e1Dents with the principal aeditoc expanded greatly in 1932 owing to their purchases 
OJUD~ - opened in July. A three-month of Trt-asury Bonds and subscriptions to the share
poloo.,"at:ioa of existing U!Cl'ptanoe and current capital of the Gwu•fllu Bad. To this item alone, 
aanmt aedits was soon arran,."':"d 11ith the ho-ver, has any considerable measure of 
Briti>h aediton oa condit:ioa that interest and nvaluation been applied. Securities quoted on 
crmrrissi.:r should continue to be transferred; the Budapest Stock-Exchange were entered at 
aDd oa the basis of this agreement individual 10 per cent below their value quoted at the end 
~ts wen: made 11ith other countries. of June 1931 in the 1931_ annual balance-shet ts and 
Tae partialDMr.ltmmn of Decembel" put an end to at 30 per cent, or in certain circumstances 20 per 
the ~ of intenst and c:ommission ; cent, below that value in the 1932 accounts. 1 

aegotiatims Wft'e a.,"ain ope!H'd. which resulted in - From debtors and mortgage loans - both of 
geaeni agret::m151ts with the British aediton at the which an of far greatt'l' importance in the balance
end <i lbrch aDd 1rith the American creditors in shectsofthebanksthansecurities-noconsidt-rable 
JUDe X9JZ.. Amllding to these agreements the b;ses have been written off. 
pengO equh-aJent of intenst and commission 1m"e Various measures have been- passed, since the 
to be deposited by the debt«_ banks in a blocked summer of 1931, to protect agricultural debtors -
• • """'' at the Xatiooal Bank, the sums so to prevent foreclosure for ckfault, to reduce intnest 
,.. • """'bfed to be at the disposal of the aediton charges on· mortgage loans and to establish a 
b· tbe pwpose of certain bms of investment procedure for compulsory composition in c:t·rtain 
withiD HUDgal}'. No capital repay&uent 11-as cases. In the autumn of 1933. a law was pa~S«d 
pooidedfor,and~ofinterestandcommission under which any fannl.'l" whose rt>gi.~tered debt 
might ooly be effected in so far as debtors had rxceeds fifteenfold the net cadastral income of 
babncps in the creditor countries or (October 19.32) his land may not be sold up for non-paym('nt of 
by means of the foreign balances obtained against debt. The maximum interest rate to be paid on 
• additiaoal aports N. ·These agreements were any agricultural ckbt during the currency ot tht: 
res~~tW81 in Xovembel". A supplementary agree- law (two yean as from January 1st, 1934) is fixed 
ment was aegotiated in March 1933 with the at sYz per cent, and farmers under protection are 
-~ British aDd Swiss crediton, providing to pay interest at 4 pt'l' cent. Part of the principal 
for tbe OlmpU1sory repayment in pengo of 5 pe1: of debts of farmers owning less than 10 foc!J of land 
ant of the outstanding principal, and further ·is to be taken ovt'l' by the State, which will pay 
•"'""tary repayments. subject to the approval of off certain portions in cash to banking creditors 
the Natiooal Bank. having a first charge. 

The HungariaD !iiandstill arrangPDJe~Jts have From the profit-and-loss accounts of the larger 
be...- far lllll£e c:nmplete than eitber the Austrian banks it would appear that expenses have been 
or the Gennan.. While in Austria tbe greater part considerably reduced since 1930, and a Decree was 
'If the short-term foreign debt of banb, other than passed in the summer of 1933 facilitating a further 
tbe Cr'edita.uatalt. outstanding in lfay 1931 had reduction of pt'l'sonnel costs. But the earning 
beet~ repaid in beign CU&Tenc:y by the rnd of that capacity of the banks, already seriously curtailed 
J'!21', "'I!CY little capital repayment, even in peng~. through the unprolitableness of investment, the 
was dfeded by the Hungarian banb before the insolvency _of debtors, etc., has been further 
spring of 1933- diminished by the reduction of interest margine 

Although the IIJD!Iber of banks in Hungary resulting both from the lt-gislation mentioned above 
• ._ do!:ti;fiu...t !ltadily ia the past few yeara,1 there and the rulinga of the National Credit Council, a 
w ·~w.ea 110 important liquidatioo or merger body let up in the latter part of 1931 for the 
-~ the Eadaptst banb. • purpoie of " maintaining the proper functioning 

. . .. '· - . . ' ' 



IJ5 

HUNGARY. COMMERCIAL BANKS Tablell (a). 

SUMMAR'£" OF POSITION AT THE END OF : 

ACCOUNTS. 

. ' 

Number of banks ._ . . . . . . .. 

AssETs. 

I. Caf~J ~~ld: sll~er. a~d·s~all ~oi.ns. ·: : : : : : ~ • 

(b ~ ~~~~~. n~t~s .a~d. b~l~n~es. ~it~ _c~n~ra~ 
2. 'Other Items of a Cash Nature . . . . . . . . 

· 3· Bills discounted and bought. . . . . . . . 
(a) Treasury bills. . . . . . . . . . 
(b) Commercial bills, Inland. . . . . . • 
(c) Commercial bills, Foreign , . . . . . 

4· Investments and Securities. . . . . . . . . 
(a) Government . . . . . ,, . . • . . . 
(b) Other . . . . . • . . . . . . • . 

5. Participations. . . . . . . . · . . , . . . . 
6. Due from Banks (Correspondents). . . . . . 

(a) Athome. . . . . . .. ,. . . , 
(b) Abroad . . . . . .• . . . . . . . . 

7. Loans and Advances. . . . . . . . . • 
(a) On current account . . . . . • . . 
(b) Other . . . . • . . . . . . 

8. Cover for Acceptances. . . . . . . . . . . 
9· Premises, etc. . . . . . . . .. 

xo. Sundry Assets . . . . . • . . . • . . . . 
II, Total Assets . • . . . . . , , . . 

, LIABILITIES. 
12. Capital paid up, • . , . . . . . . • . , 
13. Reserve Funds . • . . . . . . . . . . . . . 
14· Profit-and-Loss Accounts, Dividend Accounts, et1=. 
15. Cheques and Drafts, etc., in circulation . . . . 
x6. Due to Banks (Correspondents) , . . , . . . . 
• (a) At home ..•.•.... , . . . , 

(b) Abroad . . .. ~ . . .. . , • . . . 
1 7; Deposits • . . . • . . . . . . . . . . . . . 

(a) Current a!Xounts and sight deposits . . . 
(b). Savings accounts . . . . . . . . . . , 
(c) Time or fixed deposits . . . • . . . . 
(d) Other deposits . . . . • . . . 

x8. Rediscounts and other Borrowings . , . . . 
19. Acceptances and Endorsements. . . . . • 
20. Sundry Liabilities. . . . . . . . . . . . . . 
21. Total Liabilities. . . . . . . . . . 

22. Value of cuiTCncy in cents of a U.S. dollar at 

.. 

7'J' 

-

105 

735 
729 

6 

103 
IS 

1.688 

2J7 
I 57 

25 

1,125 

I26 

18 
1,688 

the end of each year. • . . . . . . . . . I7-4<l 

1930 1931 

so6 474 

Pengo (ooo,ooo's omitted) 

JOI I 

123 

u8 
70 

4,422 

·-
' . 

2,820 

·-

818 

10() 

4,422 

17-4<> 

234 

2,010 1,8()4 

121 II8 

. . 

. 
2,oh6 
1,4<'9 

657 

II4 
45 

4,633 

Jl'i6 
225 
59 

·-
895 

oR 
4,633 

17-49 

4,258 

386 
249 

35 

• 

4,258 

17-4<> 

193• 

208 

262 

125 
11)7 

4,037 

1,077 

4,037 

17-49 
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of u.r- cndit syst.-m of tM countty ". The- . Corporation of Bankiug_Com~ics. Th~ N~tional 
Coacil bas fi:nd maximum ratH enfon:t'able by Bank may further reqwre any mformabon 1t may 
&..- Cll bans aDd oa discounts of various categories · desire regardillg the assets of the banks and thcir 
ud payable ilr difterent cla.sses of d.-posits. At ~ous transactions and audit tht'ir. boo~ either 
thr fld of IQJ.I thr maximum ratt'S chargt-able for directly or through the Central Corporation. 
loaM aDd discounts nspectivcly v.-ere fixed at The latter body com prist's practically the whole 
u.s•~ and 9-5-10-5% (according to the category of banking ~ystem ~f the country apart from the 
thr disconnting institute), and those for time- co-operative credit system and the Post Office 
deposits at 6.5-i-75 ~and for sight d.-posits 5-75 Savings Bank (see introductorj note given in the 
-i ~... 1be discoont rate of tM National Bank last edition of this Mnrwrllfltlwm). Its statiStics 
stood at that dide at 4-5 %-1 have been utilised for the attachoo summary tatle. 

In puiSIAOCZ of the programme containt'd in the It does not publish any detailed profit-and-loss 
Htmgarian GoterblDblt's declantion to the figures. 
Fnpncial Committee of the Uagl1e of Nations, the As the character of the operations of the Budapest 
~t introduced in June 1932 certain and the provincial banks differs markedly, separate 
dPngr.s in banking legislation. Monthly balance- figures for certain itdllS of the balance-sheet are 
sbeets were ...,_forth to be communicatt'd shown in the notes below. 
~ to the NatiCilal Bank and the Central 

BalaMe-tlbftl& Summai'J. 

3- Bi/U tliwc 'r/ All 6oJiglll. 

Agricultural bills, the awsage period of maturity 
ol which considerably exceeds that of commercial 
bills ptoper. OJDStitute a 5Ubstantial proportion of 
the bill pxtfolios of the banks - more especially 
the pttKiDcial banks. Bills rediscounted are main
tained under as&ets and arr shown as a seyarate 
item under lialiilities. . 

4- /a · at& ~ S«ffl'ilirq 

Tbr sharp rist' in this item in 1932 iS stated to 
~ been due to pan:ha.ses of Treasury bills and 
mares in the H~ Guarantee Bank..Z 

J'· XII 
1-

~- ···= 8-Lt•• .. • .. . . . . . - . . •.s 
Pa•;; aa:::ea .. .. . . . . . . . - . . 7~ 

' Total. . . . . . . . . -Saw" ' iiG : ' ... , .. .. . . . ~- . . . . 6Js Pr4c--........ . . . . . ' . . ' H7 
Total. . . . . . . . . -'!' Cadi:&ca • : 

B I P I . . . . . . . . . . . 199 ......... 
.. # • , . . . . . . . . 110 

Total. . • . . . . • . 909 . 

c:;c..sT-.1 . . . . . . • 2,821 

7· .l.Hm liM .A.Iiwmus. 

The basic statistics give no details regarding the 
composition of the sums shown undt'r (11) v.·hich 
include participations. The ' sums . undtr (b) 
reprt'Sellt mortgage loans (including long-term 
loans to municipalities, etc.), the greater part of 
which is granted by ml'IJIS of issue of mortgage 
and " communal " bonds (includt'd in group 18 of 
the 5UIIlmary table). . 

. 
17. Detosils. 

The following details are available : 

J>enco (-,ooda) 

3'· XII Jl. xu 31. XII JO, VI· 
1930 1931 19}2 19}) 

' 121 765 722 7•l 
70 65 ... 43 

898 ljO 710 766 

• 
641 516 

. 
499 4'Jl 

171 275 220 -1.019 . .. 
/ 

719 7" 

885 694 , 6oo 619 ,.., flO Ill C)l' - ..... 711 7'7 ·- :IMS 2,185 2,200 
t j,. 

' 
• h £. .. ..-. .h!Zrto• o1 doe Catb-aJ C«pc.llliola o1 Beaki Com • .e ... ,.~-a.~ o1 tile . DC paniel, No. 4• 1931 aad No. r, 1932. 
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The discrepancy between these totals and the other customers are shown under current and 
figures shown in the summary table is stated to be: /savings accounts. 
" due to reasons of a technical nature in The distinction between current and savings 
constructin~ the balance-sheets ol some institutes ",1 accounts would appear to be mainly formal in 

The distinction between " Creditors " character, the latter being in practice curr~nt 
(Kreditoren) and other deposit accounts is accounts (of small fUstomers) subject to pass
somewhat obscure. Although applied differently books. As will be seen from the following 
by individual banks, in practice it appears to statement, most of the deposits, even with 
reflect the character of the clientele, "creditors" institutions such as the Postal and Municipal 
representing mainly the big customers, with whom Savings Banks and the Co-operative Credit 
the banks maintain close business relations. and Societies, which transact most of their . business 
foreign short-term creditors, while the depi>sits of with customers of small means, are on current 

• • account • 

• PeDg~(ooo,ooo's) 
• 

·, 
Savings deposits Current accounts ODd cheque Total 

deposits dep. of Total 
P.O. ODd deposits End 
Muuici· of of. Munici- pal commer· Grand 

year P, 0, pal Co-oper, P. 0. Co-oper. Savings cial and Total 
Savings Credit Total Savings Credit Total Banks ordinary 

Savings and Co- savings Bank Banks Soe. Bank Soe. oper. banks . Crt'd. 'oc . 
I 

1925 . 10 3 10 23 164 156 J.!O 343 I, J l,S 1,468 
1929 . . . 55 7 43 105 164 272 436 34' 2,820 3·361 
1930 . 73 7 48 u8 135 2<}6 431 559 2,9]0 3.52•1 
1931 . . . . . . . . 54 6 40 100 147 280 4'7 5'7 2,413 2:,940 
1932 . . . . . . .. 61 . 

I '53 . 2,164 . 

18. Rediscounts and Bo"owings. 

The sums sh~wn in this group of the summary table are composed as follows : 

PeogiS (ooo,ooo's) 

End of : 

19Z5 19Z9 1930 J93l •932 

1. Rediscounts: .. 169 Hudapest. . . . . . . . 24 81 63 206 
Provincett. . . . . . . . 101 . 364 394 415 4'" 

2. Own bond iaauea (Budapest banks) I' 1>1 418 450 497 
T'ltR! • . . . . . 126 llrll • IIQs 1,071 1,077 

The second item represents the mortgage and " communal " bonds issued in connection with 
'the long-term loan operations of the bank,;. 

1 E..,.0 ,.it; Bu//lli• of the Central Corporation of Baaklng Companies, No. 3, 1933. 
• Of which provincial banks accounted for 0.2 million. 
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lnll'Mue&c.J No&.. 

n., oat:sundin: utun:s in the.- dewlo~nt of 
O-'N'fcial bani-in; in Italy during the past few 

. ~ apart from the cndit contraction common to 
-.st c:oant:rits, ba'~ bet-n a ll"duction in the 
aambr£ of institutions carrying on ordinary 
lqp~ tnDsactioos and u incl\"ased specialisa
tile of fuDction. partly brought about by the 
cnatioa. of a few new institutions of a special 
dwacter-. Bettrt-eu the ~nd of 19-"9 and the md 
of I9JZ. the numbe-r of cndit institutions inscribed 
ca the ~of the llinb-try of Finance fell from 
._~ to 3.5-47, « by SJ2 banb The very large 
amnM of ltl.liaD cndit institutions is accounted 
b by the . m. lusj.e of rural banks or credit 
u-ocia•ioos iB the above figures ; in 1932. these 
11111D.MOO z..z.n. The ~ table summarisl's· 
the .... i .... au:ow:tb; of the ordinary joint~oclt 
bulb b 19-"'9-1931! as published iB the annual 
l't}JCX ts of the Bmt of Italy. 

·:I 19)0 19)1 

:S-.ba- o( hooks - - J<P 347 

Lint fnoo, ..... 

The decline in the numbe-r of banks is partly due 
to banbuptcit-s and partly to amalgamations. The 
contraction in bank cll"dit appears to have lx-gun 
only in 1931, during which ~ar the banks suffered 
large witbdra,.-als of deposits, the ordinary deposit 
accounts falling by 1.8 milliard and correspondents 
aod sundiy creditors by 2.5 milliards. As explained 
in the previous edition of this memorandum, the 
item '" correspondents " consists largely of the 
accounts of the industrial and commercial concerns 
which ~ (or have until recently been) financed 
directly by the banks. As the large enterprises 
were on the whole more sevNely affected by the 
economic depression than the smaller customers of 
the banks, it seems natural that the correspondent 
accounts should contract more sharply than the 
ordinary deposit accounts. The sharp decline 
in the former was also due in part to withdrawals 
on the part of foreign banks of credits in respect of 
which the Italian banks &enTed as intermediarit-s 
between their customers and the foreign creditors. 
rnder &56ets, this seems to be reflected in the 
greater decline in loans and advances than in 
conespolldent debtors, the fall in the former being 
z.z. mmiard lire and in the latter 1.5 milliard lire 

-
PJ!a<:IPAL Ass£ts 

- between December 193o and Decembe-r I9JI. 
Security holdings and participations also declined 
by an aggregate of 1.6 milliard lire. As a result, . 
the total balance-sheet of the banks onder review 
was reduced by ovn S milliard lire in 1931, a 
measure of the ddlation of commncial bank credit 
which took place in that year. The bill portfolio 
was relatively litt'ie reduced, presumably on 
account of purchases of Treasury bills effected 
.,. ~~ banks with a view to strengthening their 
liquidity. (Treasury bills are nut shown separately 

. - - - - - - - - . 1.178 
~ baJa•w with 

other hanks - - - . I,lj8 
portfolio'. - • - Lf.72Z 

...._. ud advanca . 5-931 
Cr.rest•--Jmu. de. . 9-379 S.wh l' clebtl:n. _ . . 1,031 
S.uaitirs ••• - . . 4.417 
P;u ticipa~-- - - . - 1,o68 
Plc:::iw$ - - . . - . soo 

BiD 

T<Aal r.tfabove U6et5 39-404 
.. 

PJ80P..U. WJnUTif.a 

CapiuJ and r~ea • 4-786 
J)epr..UU. - - • - 10.81)8 
VJrr'!&p'Mdwts,. ne: : 19-936 
SowJ. 1 aediwn • • • 96o 
~- .. circulat¥Ja. 791 
Re-dWAants. - - . . 1_.8Lf 
&.rr-:.orinp • - - - . 1--t/Y7 

TrJtaJ •.tl abtNt: 
liabilities - • • -1 ~tm 

I,ZZJ 

1,2C).J 

IS.JII 
5.315 
9-sS-4 

8z1 
4.579 
1,o85 

478 

J9,6go 

4.67o 
10-973 
20,oo6 

729 
718 

z.I8o 
I,JIZ 

,.0.,588 

. 
' 1,01)2 

q£.16 . 
15.oso 
J,Lf9 
8.047 

833 
3-#f 

649 
458 

J4,188 

4-511 
9.164 

17.6t9 
6z7 
S87 

Z,o8I 
6p 

35,251 

. in the atati»tic.a.) . 
In the early stages of the economic crisis, the 

banks attempted ~ assist the industrial enterprist.11 
with which they had relatively close connections by 
granting them direct advances and by supporting 
~ir leCtU'ities on the Stock Exchange. The 
Joint-stock banks' holdings of ~eeuritW. on own 
account inc:reued by 100 million lire in the course 
of 1930 and their participations also rose. Direct 
~to ~portant customen are reflected by the 
anc:reue m the item ".correspondent debtors " 
during this year. 

It il dear from the foregoing that the credit 
con~ which occurred in 1931 was largely a 
reflec:t11J11 of the European financial crisis of that 
year. In addition to the withdrawal of foreign 
fund$, tild-e were domestic withdrawala of depositt 
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seeking safety in non-commercial credit institutions 
or permanent investment in fixed interest bearing 
stock. . . . 

A more de~ailed.examination of the dev~lopment 
of bank credtt durmg the period under review may 

., 

be made on the basis of the following figures. 
published in the BolleUino d• Notizie Economiche, 
which relate to the three largest banks operating 
in Italy- namely, the Banca Commerciale Italiana, 
the Credito Italiano and the Banco di Roma. 

Lire (ooo,ooo's) . 
End of .. ·Bill Contango Corn· Invest· Participa· Deposit Corre· 

l:asb spondent spoodent 
portfolio loans debtors ments tions accounts creditors 

December 1929 ••• , •••••.• , •. , . 1,257 8,sJ6 1,692 s.6s6 1,264 1,026 3,164 1J.746 ' 
December 1930 ... , • , .......... 1,307 9.029 1,483 
April 1931 

6,410 1,292: 901 J,219 '4·746 .................... 
December 

1,139 8,892 1,412 6.392 1,275 - J,019 14,674 
19J1 .......... , .. ,., I,l6o 10.292 

June 1932 ..... ,, ... , ... , ...... 934 9.926 
December 1932 ............ , .•• 1,197 9.6o.~ 
August 1933 .................. 1,038 9,212 

The contraction of credit w~s very moderate 
until the period of financial crisis which lx-gan ·in 
1\lay 1931. Between the end of 1929 and the end 
of April 1931, the ordinary deposit accounts fell .. 
by only 150 million lire,. while correspondent 
· cn·ditors rose by 900 millions. The only credit 
item to show any appreciable decline was contango 
loans, which fell by 280 million lire. The total of 
bills and investments was slightly higher, and that 
of correspondent debtors considerably. higher, a 
rdlt><:tion of the support given to industrial firms, 
which has been mentioned above. The cash 
holdings of the three large banks fell somewhat ; 
on the other hand these banks (and, in particular, 
the Banca Commerciale ' ltaliana) received 
considerable additional credits from foreign 
banks, as reflected in the large increase in 
correspondent creditors already referred to. The 
big three were able, during this period, to reduce 
the.ir indt•btedness at the Bank of Italy; the Italian 
bill portfolio of the latter fell from 4,319 million 
lire at the end of 1929 to 2,755 millions at the end 
of April I9JI. . . 

The financial crisis which broke out in A us tria in 
1\lay 1931 soon affected the Italian commercial 
banks. Between the end of April 1931 and the 
end of June 1932, the correspondent creditor 
accounts of the big three fell by over I .soo million 
lire, and their deposit accounts by 285 millions .. 
The fall in correspondents represents largely the 
withdrawal of foreign short-term credits to Italian 
banks. To meet these internal and external 
drains, the Italian banks sharply reduced their 
credits to important industrial , customers, as 
is shown by the reduction in the correspondent 
debtors item by over 1,500 million lire between 
April 1931 and June 1932. The greater part of 
this reduction occurred during 1931, and the banks . 
were able to mobilise their industrial holdings and 
participations (which the fall in prices and decline 
in busin•;ss · activity had rendered non-liquid) . 
without loss, only through the assistance of certain 

866 4,91.5 9SO sn 2,796 IJ,S39 
686 4.868 1 ·948 - 2,734 13,100 

003 .5.447 1.119 473 2,893 13,116 
776 4,992 J,1SZ - J,26l 12,J78 

semi-public organisations set up especially for this 
purpose. These organisations are described below. 

In the period mentioned, the banks also rt-duceu 
thl'ir contango loans very sharply. Investments 
fell by 325 million lire in the last seven months of 
1931, but increased by Ioo millions in the next 
six months. Participations were . half as high 
at the end of 1931 as two years earlier anu continued 
to fall during 1932. On the other hand, the bill 
portfolio increased by 1,400 million lire from the 
end of April to the end of Decembt•r 1931, and, 
though it has declined continuously since the 
latter date, it was substantially higher at the end 
of August 1933 than before the beginning of the 
financial crisis. The increase in this item would 
appear to be largely due to increased holdings of 
Treasury bills or. other non-commercial paper 
acquired by the Banca Commerciale Italiana in 
connection with the operation with •· Solindit " 
to which reference is made below. The bill port
folio of the Banca Commerciale jumped by I.sso 
million lire in the last two months of 1931. 

In meeting the extraordinary demands on them 
during the financial crisis, the commercial banks 
allowed some depletion of their cash reserves to 
take place (cash holdings of the three banks coven·d 
in the above table fell by 225 million lire in the 
first half of 1932) and, moreover, had recourse 
to the Central Bank for assistance. The bill 
portfolio of the Bank of Italy increased from 
2,750 million lire at the end of April 1931 to 4,6oo 
millions at the end of the year and s.soo millions 
at the end of May 193z. 

During the second half of 1932, there was some 
slight tendency towards an expansion of the 
volume of commercial bank credit outstanding. 
Deposits and correspondent creditors both rose 
slightly, and an increase in correspondent debtors 
and investments more than counterbalanced the 
continued decline in the big banks' contango loans 
and the fall in the bill portfolio (since December 
1931). There were, in the course of 1932, fewer 
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bank failures and fe"'~r cast'S of loss of confidt•nc:e the period of economic dt•pn•ssion, and particularly 
on the (Vt of the public than in the ~vious yt'U· during: the months of financial panic,· was 
Coosrqumtly. the banks nre not callt'd upon to accompanit'd by an increase in deposits in postal 
bee any Jarg\- internal drain on deposits. In the and private savings banks and in other Institutions 
first eight months of 1933. ho-ver, there \\115 a of a similar charactrr.· The following tabla shows 
fresh eu1traction of most credit items. the amounts to the credit of depositors in various 

.\s in many other countries. the withdrawal of · classes of institution at sclectt'd dates during 'the 
deposits from commercial banks in Italy during period covered by the present chapter : 

Lire (ooo,ooo's) 

Coiiii&&CIAI. uara Suuroa utra, aTC. 
Gulio 

!lie Rqiaaal Ordiaary J'Qotal Noatidi ~~e·. Total 'I'O'I'A.L• 
Total saYiDp .. ~ Piela banks -· ....... banks ....... 

(1) (a) ; (3) I• I (5) (6) (7) (8) (9) 

. 
Da:aa~ 19'1') •••••.•••••••••• 16,910 3-6)1 80,,541 16,)6:1 11,648 1,004 994 JO,ool .SO.,S49 

~~ 19JI> ·--·-·---- .. ---~ 17.965 J-243 21,208 17,229 12,919 l,ogG. .l,lO,S. J2,)4J Slo.S.Sl 
Jl~ 19JI •••.••••••••••••••••• 17.693 3-321 21,01) 17.766 IJ,6o7 1,162 l,l_s6 33-695 .54·704 
n-.~ 193•··-············· 16,335 3.159 19.494 17.8ol 14.55• 1,3Q,S 1,121. )4.869 ,54.363 
Jwae 19J2 ••••••• ~ •••••.••••••• 15,834 a,S.6 18,68o 18,256 1,5.290 1,402 I,O,SJ 36,001 ,54,681 
I*-~1932 ................ 16,009 a,647 18,6)6 111,428 16,288 . l,o6a . . .. 
J .... 1933····················· 15.669 a,6g6 18,)65 111,772 17,650 . 1.075 . • 

The first column in the above table refers to the 
three large banks on which the attachoo summary 
table is based. and includes correspondent creditors, 
as W"ell as oniinary deposit accounts. It will be 
oh5ftved that deposits in the regional commercial 
banks declined particularly sharply during the 
depression. being almost 1,000 million lire (or more 
than 25 pel' cmt) lower in June 1933 than at the 
end of 1929- Deposits in the big three (including 

-c:mre;poodent creditors) were I ,zoo million lire 
(fll' hs than 10 per cent) lower. On the other 
hand. deposits in all the various groups of savings 
~utions ..-.. re considerably higher. The rio;e 
was particula.rly marked in the case of the postal 
savings banks, whose deposits increased by 6,ooo 
million liR. 01' ewer so pt. 'I' cent, between the end 
oi 1929 and the end of June 1933- The increase in 
deposits in the Ol'dinary savings banks, though 
somewhat 1ts striking. was also · sub&tantial ·
z.too million lire, or 10111e IS pel' cent. · Deposits 

/ 

' in the small moflli li fridiJ incrt'aSCd by 400 million 
lire, or 40 per cent, between the end of 1929 and 
the middle of 1932 ; since the latter date, 
comparable figures have not been available. 
Deposits in tlie ordinary and postal savings banks, 
\\'hich, in 1929. amountt'd to S7 per cent of the total 
deposits recorded in the above table (excluding the 
moflli li tiffl&), accountt'd for 65 per cent in · 
June 1933· 

• • • 
&Icrence has been matlc above to the growing 

specialisation of function in Italian commercial 
banking. During the past few years. there has 
been a tendency away from ". universal " banking 
and towards deposit banking. The banks have 
attempted to divest them!K"lves, to a considerable 
extent, of direct industrial participations. In 
several tases. the rt>SOurcet lmmobiliscd in these 

• lnc!odma COII""""""'""t caditon. · • . 
·• U aA iii .... emend b)' tbe -tement oa the 6nt pap of W. chapter and Ia addition, five apecial• 

cadit illsti:latiaaa -eel by tbe IUlllual lllatiatica ol tbe Bank of Italy be ladnded, .tbe totalll nlatiol to tha end of 
the }'51a192')-19JI WODid be U foiJowa (fico- fcw 1932 Dot yet available): .. 
- .. 

Urw (ooo,ooo'll) . 

O.DIW.t.&Y DS....rF .CC.OV•'N Co&&aPO.D&WT ACCOU•ft 
A.D &U•D&Y C&&DITOU ' 

Ead "': SpocW. GauD 
Co ••· Savlop eon..-. Special ,. ' \ 

cndlt ... Total cndlt .... Total TOTAL 
ciall>ub ltltau- ........ etc. clal banka llltutn. ' 

.,~ ............................................... 10,8611 ,,616 
. ' . 3Q,oo8 44.4')2 20,8g6 a,047 22,94J 67-435 19~ .... ., ............................................ 10.973 s,6n 32.343 46.9•7 80,7]5 . 'I,,S66 32,)01 . 67,2211 1931 ·~-·-···················· 9.164 :J,143 34-l<o9 47.876 11,376 . •·705 19.981 671157 . 

1'M ,._,of H Spoeial Ccedit t ... b~tloae" locl...S. tiM Baok of Napl• and tiM Bank of Sicily which ceued 
to ftaoetioa M bub of -. IMM Ia 1926, aDd three Mmi·vabllc bankloctnnltatloo•. It will be :s.n...t that the 
~~~ W trit1a *'-~- ID«eue4 Ia 19:JI, tiM rear of 6aaacla1 ulala. 
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advances could be freed only through the assistance 
of institutions of a quasi-public nature. 

The first steps in the increased specialisation of 
function within the Italian banking system were 
described in the first issue of this memorandum in 
connection with the amalgamation of the Credito 
Italiano with the Banco Nazionale di Credito. 
The Credito Italiano disposed of the greater part 
of its industrial investments and participations 
to a newly created investment trust which took 
over the name Banco Nazionale di Credito. In 
1931, a somewhat similar transaction took place 
when the Banca Commerciale Italiana, the largest 
commercial bank in Italy, sold to the Societa 
Finanziaria lndustriale Italiana (" Sofindit "), a 
private investment trust, all its industrial shares 
and those of holding companies entirely controlled 
by it for an aggregate sum of 4,000 million lire. 
The immediate reason for this sale, which did not 
entail any loss to the Banca Commerciale Italiana, 
was to place the bank in possession of a large 
amount of liquid capital and easily realisable 
assets, in order to enable it to meet withdrawals of 
deposits. About one-quarter of the purchase price 
was paid over to the bank in cash, and it was 
agreed that it could demand further payments in 
accordance with its ca.sh requirement3. The 
" Sofindit ", which is a private organisation, 
obtained the funds required for this operation by 
borrowing from the Istituto Mobiliare Italiano 
(see below) with the guarantee of the State 
Treasury. At the same time, its own capital was 
raised from 100 to 300 million lire, the additional 
capital being subscribed by a group of Italian 
industrial firms and immobilised in a syndicate for 
a considerable number of years. 

The Istituto Mobiliare Italiano is a semi-govern
mental credit institution, founded in November 
1931. Its capital stock, on which the State 
guarantees an annual dividend of 5 per cent, is 
held by public bodies of various kinds, but by no 
private banks. Its object is to relieve the 

• 

commercial banks of the necessity of immobilising 
their funds in long-term advances to industry by 
carrying out this function itself. Its capital is 
550 million lire, and it is authorised to issue 
debentures up to ten times that amount. In 
special circumstances, these debentures may be 
guaranteed by the State. Issues are made as 
funds are required to make loans to industrial 
concerns. These loans are made on real or 
collateral security for a maximum period of ten 
y<>ars. 

Towards the end of 1932, a new gov(·rnmental 
credit institute, the Istituto per Ia Riconstruzione 
Industriale, was established. This organisation 
is divided into two sections, one of which is 
concerned with the financing of industry, and the 
other with the unfreezing of credit. The form~r 
provides credit for longer terms than the Istituto 
Mobiliare and raises its funds through the issue of 
bonds redeemable in fifteen to twenty years. The 
latter section has taken over the assets and liabiliti!'S 
of the Istituto di Liquidazioni, which was organised 
in 1926 to take over from the Bank of Italy the 
frozen assets which it had discounted for the Banco 
di Sconto and other financial institutes. The 
advances of the Bank of Italy to this institut(·. 
which had been reduced from 2,650 million lire· 
at the end of 1926 to 625 millions in May 1931. 
rose to 1,500 millions lire at the t'nd of 1931 and 
1,900 millions at the end of 1932. With the 
organisation of the Istituto per Ia Riconstruzionc 
lndustriale, the Istituto di Liquidazioni was 
wound up. The unfreezing section of the Istituto 

· di Liquidazioni has been given a Government 
grant of 85 million lire a year for twenty years. 
For the purpose of obtaining savings to be 
transferred to this section, the Institute has issued 
one milliard lire of special4 Y:t% bonds in d~nomina
tions of 1,000 lire through the Credit Consortiwn 
for Public Works, to which it has transferrP<l part · 
of the twenty-year Go\"t'rnment grant. 
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SUMMARY OF POSITION AT THE END OF: 

ACCOUXI'S 

N umbel' of : Banks • • • • • • • • • • • • • , .f 
, Branches and Sub-Branches • • • • • 317 

J--=-:.-' 

AssETS. 

I 

1929 19JO . 1931 19J2 

• 350 
3 

36o 
.3 
370 

, Lire (ooo,ooo't omitted) 

3 
399 

(•) Gold. silver and small coins •••• ·• • · · ·· 
I. Cash. • • • ' • • • • • • • • • '. • • ' ' • ~ 

(b) I~ n~~ -~d.~~ ~i~ .~n~ 1,2g6.7 1,814-J 1,528.7 1,392.8 1,431.3 

2. Other- Items of a Cash Nature ••••• , •• 
3· Bills discounted and bought • . • ; • . • • • 8,716.0 8,362.0 8,¢7.4 10,216.4 9.535.8 

(•) Treasury bills. • . . • • • . • • • • • - - ·- - -
(b) Commercial bills. Inland. • • • • • • • - - - · - -
(~:) Commercial bills, Foreign • ~ • . • . , • - · · · - - · - -

4- lnvestme.ots and Securities. • • • . • • • • • 951.8 . I,z64.3 I .423.6 983.6 1,148.9 
(•) Government • • • . • • . . • • • • • - -. . - - -
t'! .o~ . . . . . . . . . . . . . . ... . - .._ - - · -

5- PartJcipatiniJS. • • , • , • • • . • ~ • * • • 656.9 1,026.-4 . 901.2 510.8 473-3 
6. Due from Banks (Correspondents). • • • • . • • 4,713-3 5,928.6 6,563.0 4.914.8 s,o22.3 

(•)Atllome............ •.. • - ·-' - - -
(b) A'brmd. • • • • • • • • • • • • • .• • · - - . - - -

7· loans and Advances •••••••• , . • • • 1,547·5 1,999.6 1,682.5 l,o8s.s 842.7 
(•) On current account •••.••••• • • - - ~ - -
(b) Other- • . . • • . • . . . . . . . • . ·- -· - - -

8. Cowr for' Acceptances. . • • • • • • , • .• • • 1,500.6 1.254-4 1.xoo.5 498·4 394.6 
C). Premises. etc. . • • • • . • • • . . • • . • 98.5 II.f.J 119.0 Ul.8 125.4 

10. Sundiy Assets • • • • • • • . • • • • • • . • . 425.8 662.9 483.0 548.0 528.7 
II. Total Assets • • • • • • • . • . • . • • . • 19,907.1 ll,4l6.6 11,768.9 10,171.1 19,503.0 

. LIABn.m.ES.. 
IZ.. Capital paid up. . • • • • . . • . . • . . • • . 
13- Reserve Funds • .. • .. • .. .. • .. • • • : • • 
14- Profit--and-I...ca Accounts, Dividend Accounts,etc. 
IS- Cheques and Drafts, etc., in circulation •••• 
16. Due to Banks (Correspondents) • • • • • , • • 

(•)Ath0111e •••••••••• , •••• 
(b) AIJrClrad • • • • • • • • • .. • • .. - • 

17. ~b . .................... '. 
( 11) Current accounts and &ight deposits • • • 

, (6) Savings accounts • • • • • • • • • , • 
(e) Tune or-~ deposits • • • . • , • , • 
( tl) Other- deposits • • • • • • • • • • • • 

18. RediJcounts and other Borrowings • • • • • • 
I'). Acuptanc;es -~~ Endorsements. • • • • , • • 
::20. SUIId:ry Lia.bili~aes.. • , • • • • •. • • • • .. •• 

1,383.4 
640.0 
239-Z 
781.9 

12A05.s 

1~554-9 
1:18o.o 

. 253·7 
6op 

l.f,I6J.9 

·-

l,.fOO.O 
935-0 
19Q.6 
545-7 

14,9CJ9.I 
. --

2,562.5 3,268.8 3,226.s 2,904.8 

- .. 

1,400.0 
942.0 
132.8 
421.6 

u,So5.6 

J,OI9.2 

1,5oo.6 1,254.4 1,1oo.,5 . 498.4 · 394.6 
394-0 .... 6.8 371-5 . 366-9 387.2 

• • • l-1...;9,~90,7_:_.1:-l:1:::.1'::..::4::..l6:..:.'6::.. 1 _1...;l,:...76_8_.9_1-1-0;.;.,l--7l_._l 19,503.0 
22. Guaraoted. • • • • • • • . . • • • • • . • 764.3 1,252.1 1,327.2 1-479·3 :r,25I.5 

21'- T CJtal Liabilities. • • • • • • • • • • • 

:23- Value of curreucy in cents of a U.S. doUar at 
the eud of each year. • • • • • • • • . • • .f.OJ ,5.11 ,5.11 
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. ITALY •. PRINCIPAL COMMERCIAL BANKS Table 12 (b). 

SUliL'IiARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS 

ACCOUNTS 
FOR THE YEARS: 

1925 1929 1930 1931 1932 
• 

Number of Banks, . . . . . . . . . . . . . . 4 4 3 3 3 

. . Lire (ooo,ooo's omitted) 

Capital paid up. . . . . . . • . . . . . . . . 1,383·4 1,554·9 1,400.0 1,400.0 1,400.0 
Reserves and Undivided Profits. . . . . . . . • . 683.0 917-5 974·9 g8J.7 9!)2.8 

1. Gross Profits. · . . . . . . . . . 600.3 621.0 552.4 461.6 427.1 

To be deducted: 
2. Expenses. . . . . . . . . . . . . . . . 385·4 395-4 391.6 343·3 336.8 

(a) Salaries, etc. . . . . . . . . . . . . . 
I 322.1 328.0 317.6 281.6 269.0 (b) Other working expenses . . . . . . . 

(c) Taxes, etc .•..•.•.. . . . . . 63.3 67·-4 7·4-0 61.7 67.8 
3· Reserved for Pension Funds, etc. . . . . . . 10.7 3-7 4.i 2.8 2.7 
4· Written off on (Depreciation Accounts for) . . 8.0 8.o 7·3 6.4 5-s 

(a) Premises, etc.. . • . . • . . . . . . - - - - -
(b) Investments and securities. . . . . . - - - - -
(c) Other assets . . . . . . . . . . . . . - - - - -

5· Remaining Net Profit ( -t ) or Loss(-) . . • +196.2 +213.9 +149.4 +109.1 +81.8 
6. Carried forward from preceding year. . . . 43·0 37·5 39·9 44·7 50.8 
7· Taken from Reserves or Capital. . . . . . . - - - - ·-
H. Deficit left uncovered . . . . . . . . . . . - - - - -
9· Total Amount disposed of for Dividends, etc .• 239.2 251.4 189.3 153.8 132.6 

10. Carried to Reserves. . . . . . . . . . . . 75·0 55-0 4·0 3·0 3·0 
II. Dividends , . . . . . . . • . . . . . . . 122.2 149·4 136.0 96.0 70.0 
12. Directors' Fees, etc .. . . . . . . . . . . . 7-~ J.O 4·6 2.4 0.9 
13. Carried forward to following year. . . . . . 34·4 40.0 44·7 52-4 58.7 
14. Total as above . . . . . . . . . . . . 239.2 251.4 189.3 153.8 132.6 

15. Value of currency in cents of a U.S. dollar at 1-

the end of each year. . . . . . . . . . 4-03 5-24 5-24 5.11 5-II . 
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Balance-sheet. Snmma11. • 
. . ' I : J 

' . 
1 and a.. Cal A ssom, 1#. 

- The banks do not an draw a distinction between 
cash in hand and with the Central Bank and sight 
rbims on other banks at home and abroad. For 

• l92S -
T_._...: 

Casla ia loaDcl ud with Ceutral 88.s 
Baalr: . . . . . . . . . .. . 

SiPt daa- oa oti>K baD a . . 159-4 
Total . • ' . •. . . .. 247-9 

T_._...: 
Casll. incladiaC sicht claims 011 

otlldb>Db . . . . . . . . 1 ... 8.8 

Graad bDI (I-_ lwds} . . 1.296-7 

The Treasury bills held by the banks are not 
shown separately in the puNished balance-sheets, 
though tbf.y probably constitute the greater part 
ci the sums given•in the table. The foreign bills 
are likewise not mo,.-n St:parately. 

AD the banks include in the end-of-year balance
sheets rebate 00 bills maturing in the following 
year. In order to arrive at the actual value of the 
portfolio this rebate, which _ the banks show 
separately under- liabilities, has beea excluded &om 
the ~ at the compilation of the 
sammpry table. The 5I1ID5 thus dedncted from the 
disroonts are given below : 

Lire . . 
Year (ooo,ooo's) . 

1925 • 
11)29 • 
I9JO. 
I9JI • 
I9JZ ._ • • 

8t.o 
63.0 

.61.7. 
75·5 . 

i 69-5 
The figures for the bill portfolio given in the 

table include coosidd'able amounts of rediscounts, 
which are not 5bown ~eparately in the balance
.btrU of the banks, the liability for these bills 
btmg inclu&d in the correspondent creditor 
ao:ount. 

+ 1-~~Mer~U IIIUl Suwitiu. 

The banks do not 5bmr their holdings of 
Gcwunment teCDrities separately and it is not 

1925 

~ -- . . ~ . •· . . . .. ,,,,, ... 
(llllla' ... _ a.4 ..,_. • • • • • 195·7 

1---:-1.-=-,..~7;..:·5~-Total , • • .. • .. • 

the purpOse of unifonnity, therefore, these claims 
have been included under cash even when they are · 
indicated separately in the balance-sheets. Since 
1929 the position has been as follows : . • 

Lire (ooo ooo's)" . 
1929 19JO 1931 1930 

• 

299.0 u6.7 •n.r . 275·7 

SS1-2 221-7 232-9 234·6 
856.2 448·4 48o.o 510.) 

. , . . 
• .. 

9s8-t l,o8o.3 912.8 921.0 

1,814-4 1,528.7 1,)92.8 ' •·431-3 
• 

possible to judge what proportion of the sums 
given in this group of the table represent indusbial 
investments. The investments of Staff pension 
funds, where shown separately, are entered under 
" Sundry assets " in ~e table. · 

S· Pllrlicifwititms •. 

The sums given in this group represent mainly 
participations in industrial enterprises controlled by 
the banks, bot also include participations in banks 
and financial undertakings. 

6. Due from Corresporulertls. 

The term corristJOfUiet~le is given a much 
wider sense by Italian banks than is generally 
applied to the word " correspondent " in other 
countries. The sums in this group of the summary 
table include the accounts of important customers, 
mainly industrial concerns, with which the banks ' 
maintain close relations. Thus, it is not unlikely · 
that, in post-war years, a very considerable 
proportion of the sums given representl long-term 
industrial credits. As a result, no distinct line 
of demarcation exists between the sums shown 
in this group and thole given in the following 
group of the summary table. This item also 
includes bills for collection, which are rarely 
shown teparately. 

· 7 • LH,.. allll Atlv&PIUI. 

The sums given ~ this group of the summary 
table are composed as follows : 

1,692.1 
202.1 

Ure (ooo,ooo'e) 

1930 

•...SH 
199.0 

1,682.J 

19)1 

865.6 
:119-9 

•. oa;:;--

, 
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II and 21. Total Assets and Liabilities. 

Uncalled capital, amounting to 216.6 and 45.1 
million lire in 1925 and 1929, respectively, has been 
excluded both from assets and liabilities. 

The guarantees (" Avalli ") likewise included 
in the balance-sheets proper of all the banks are 
shown in a separate group outside the balance· 
sheet at the bottom of the summary table (group 22). 

All other fonns of self-cancelling accounts 
representing purely nominal assets and liabilities 
and consisting mainly of safe deposit accounts, etc., 
which some of the banks include and the others 
show in separate statements outside the balance
sheets proper, have been entirely left out of account 
in the summary table. 

u and 13. Capital paid up and Reserve Funds. 

When the Credito Italiano was amalgamated with 
the Banca Nazionale di Credito in 1930, 75 million 
lire of the capital of the old Banca Nazionale was 
transferred to reserves and the remaining joint 
capital of the two banks, 625 million lire (of which 
45.1 million uncalled), was written down to 500 
million lire. 

x6. Due to Cor1espondents. 

As explained in the note to group (6), the sums 

entered under the heading " correspondents " 
largely consist of the current accounts of the 
industrial and commercial concerns, which are 
financed by the banks and deposit with them 
surplus funds in excess of their needs for the day. 
It also includes the creditors for bills surrendered 
for collection, shown separately only by some of 
the banks. 

17. Deposits. 

·This item comprises current and savings accounts 
and time deposits. In post-war years the banks 
have not shown the time deposits separately ; 
but these deposits .appear to constitute only a 
small proportion of the sums given in the table. 
In contrast to the current accounts included in 
the preceding group, which result mainly from the 
financing of big industrial and commercial 
undertakings, the sums shown under the heading 
" current and savings accounts " consist of the · 
accounts of the numerous small depositors who 
constitute the greater part of the clientele of the 
ordinary banking business of the banks. 

r8. Rediscounts and Other Bo"owings by the Banks. 

As mentioned in the note to group (3) above, 
the banks do not show their rediscounts separately 
in their balance-sheets. . 

Summary of Profit-and-Loss Accounts. 
I. Gross Profits. 
The composition of the gross profits of the banks is shown below : 

1925 

Net interest from discountll and loans. 394·0 
Profitll from aecurities and participa-

tions . . . . 0 0 0 0 0 115-9 
Commiasiona and other protitll • 0 90·4 

Total 0 0 0 0 6oo.J 

The first item represents net interest earned, cal
culated by deducting interest due and rebate on 
bills from total interest earned as shown in the 
profit and loss accounts of the banks. 

2. Expenses. 
The banks do not show salaries separately from 

other working expenses in their published reports. 
Moreover, some of the banks appear to include 
depreciation of assets and allocations to staff 
pension funds in their current expenses (" Spese 
d'Amministrazione "). 

• 
Lire (ooo,ooo's) 

1929 I 1930 1931 1932 

4Il-1 368.0 292-3 309·3 

149·9 123.0 115-9 74·0 
6o.o 61.4 53·4 4].8 

621.0 552.4 461.6 4•7·• 

3· Reserved for Pension Funds, de. 

Some banks do not show allocations to staff 
pension funds separately in their profit-and-loss 
accounts. The figures given under this heading in 
the table, therefore, are not complete. 

4· Depreciation of Assets (Sums mitten of/). 

The sums given in this group of the summary 
table refer almost exclusively to the " Banca 
Commerciale ", the only bank which always gives 
these details separately. 

10 



LATVIA. 

luU"od uetury Note. 

.o\t the time of the outbreak of the great war there 
existed in Latvia a fairly well-developed banking 
system comprising a comiderable num~ of locaJ 
commercial banks (some of which bad been 
established as early as in the six~ and seventies of 
last century), municipal ~avings banb and mutual 
aedit !Ocietie!! and, in addition, numerous bnnches 
ol the big St. Petersburg banksandothes-important 
Russian aedit institutions. 

'Ihe pre-war system was, boweves-, almost 
com{ietely destrUjtd during the 11ar and the early 
post-war years. The bnnche& of the Russian 
banks wen: doeed in connection with the nationa
lisatioa of banking by the Soviet Government, and 
thr few local banking institutions which survived 
the war ol iDdepeDdeace suffered heavy loeses on 

account of the rapid depreciation first of the· 
Russian rouble, which remained the currency of 
the country up to March 1920, and subsequently 
of the Latvian rouble. It was only with the 
successful stabilisation of that currency to\\ards 
the end of 1921, and the introduction of the I.at 
currency at the time of the establishment of the 
Bank of Latvia. the new central bank of note issue, 
in 1922, that conditions becamoe favoUiableforthe 
building-up of a new banking system. 

The composition of the Latvian credit system 
(apart from the central bank, !pedal mo~gage 
credit institutions, the Post Oflice Savings Bank 
and the People'e Bank) and ita development since 
1921 are shown below : · 

' 

N bs ol Latviaa Credit IDstitutioaa aud their Total Aaeta (" ·n· f Lata) t th end f 1llll m au IOU o a • 0 

1921 1923 1925 19.17 1929 1930 1931 1932 
. 

Joint stock banks.{ ~=:r: 4 Z7 :zz 20 Z9 Z9 z8 Z7 
8.g . 49-4 Il:iJ•7 .142.5 IS:z.g 167.5 104.1 84-0 

Riga Exchange I Number. z z z z. z r z z 
Bank . - • • • t Asets. - 2.5 4-3 8.4 II.O 16.8 . 16.9 S.o g.o 

Coamnmal banks ·l =r. 3 3 4 4 4. 3 3 • .. 
1 • .--

. 
3-2 

. .. 
H 8-4 u.s 14-2 9-2 1·4 

C. •11munal savings l N mn ber. 3 3 4 7 7 . 8 8 8 
banks • • - • • Assets. • 0-4 0.7 2.5 3-a 5·1 6.5 5.8 5-4 

11utua1 credit so-l Number. •s · z6 33 33 35 J6 J6 34 
cieties. • • • • Assets. • 3-4 12.1 21.7 28.J 40-4 45.6 35-7 J3.6 

Loan aud sa,.ings I Number. H7 •so SZ3 j88 6o8 6~3 6z8 • bureaux. • • • I A"!ets. • 1.7 u.S 59-3 82.1 101.8 112.9 101.8 • 
Total • ~Number. ZS4 JCO j86 653 674 69z 694 • . • A.<5ets. • x8.J s:z.s 212.0 275-5 J6o.l 363.6 2f4.6 • 

The number of joint-stock banks increued chiefly of llllall agriculturalists, etc., have indeed 
.rapidly until 1925 ; !inoe that year; it bas been dt'veloped very rapidly oves- the period considered. 
IOilleWbat rednad, while total aaets continued to No distinct movement towarda internal con
iDcnase up to 192'). T1le.e vfivate institutioN, centration can as yet be discerned in Latvian 
~with the Riga E.xcbange Bank -a public banking ; the credit system Ia atill in the early 
credit imtitutioo - c:tm~titute the real commercial atage of. ext~ expansion follo11ing upon ita . 
banb of the country, but the v2rious communal recent orgamsat1011 on a national basis. The 
(tmm) bulb and tavings banb, the mutual credit !elative importance CJf the various groupt of banb 
tocieties,aod the nry numeaous co-operative loan 111hown in greates- detan in the following 1urnmary 
and I&Yinp bureaux aD carry em ees-tain fonns of statement of the balance-sheet ""'"ition of each 
aln'ent COIIUJI«cial 1...~1.H.- ~t-A•'-'- the ........IAI and r-w ~-. ..... ...,...., •..-- group of the credit system as a whole at the 
actmta b wbKh they have been established. · end of 1925 and 1930. 
The CCM~pUative banks, whoM clientele consisu 
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Lats (ooo,ooo's). 

Joint-stock 
banks and Communal Mutual credit Loan and 

Riga Exchange banks and societies savings Total 
Bank savings 

192.5 1930 192.5 

Assets: 
Cash and other reserve 

items. . . . . . . . . 6.s r6.4 1.5 
Securities . . ... • . 1.5 4·5 -
Dis<'ounts. . . . . . . . 25.8 44·6 3-2 
Current account advances . 42.0 71!.0 1.1 
Other loans and credits. 8.0 3·0 1.4 
(Total discounts, loans and 

advances). . . . . . (75-8) (rzs.6l (5.7) 
Due from banks • . . . 17.2 J4.2 2.0 
Premises • . . . . . . . 7·6 13.0 0.2 
Sundry accounts. . . . . u.s 10.7 o.s 

Total assets. . 121.1 184-4 9·9 

Liabililie!: 
Capita! and reserves . . . 27·5 34·4 1.1 
Current accoun•s and sight 

deposits , • . . . . . 26.3 59·6 3·8 
time deposits . . . . . . 2.5 4-0 2.2 
(Total deposits) . - . . (28.8) (63.6) (6.o) 
Rediscounts . . . . . 10.3 ~3-2 I.5 
Borrowings • . . . . • . 5-2 . u.s 0.2 
(Total r!'discounts and 

borrowings) • . - • . . (rs.sl (34-7) (r.7) 
Due to banks . . . . . 30-4 25-3 o.s 
Sundry accounts . . . . 18.9 26.4 o.6 

Total liabilities. 121.1 184·4 9·9 

A compaiison of the balance-sheets of the mutual 
credit societies and of the communal credit 
institutions with those of the joint-stock banks 
will show few differences in the general character 
of their activities. These three groups all rely 
principally on deposits for their banking resources 
and extend credits mainly on short term, in the 
form of discounts or current account advances. 
The loan and savings bureaux, on the other hand, 
raise their working funds chiefly by means of 
rediscounts or borrowings with the central bank 
and other credit institutions. They use these 
funds, together with the relatively less important 
deposits, mainly for longer-term loans (presumably 
fot agricultural purposes). ·None of the groups 
considered is involved in dirert financing of 
industrial undertakings to any appreciable 
extent. 

Although no true specialisation seems to be 
applied as between the different groups 01 cn•dit 
institutions, it has been thought convenient for the 
purpose of international comparison to confine 

banks bureaux 

1930 192.5 1930 192.5 1930 192.5 1930 -

2.1 1.5 3.6 2.5 2.7 12.0 24.8 
0.2 0.2 0.8 0.3 o.g 2.0 f..4 
8.4 13·3 26.6 16.6 29·4 s8.g 109 0 
3·9 1.9 6.7 0.3 3·6 45·3 92.2 
4·4 1.9 1.3 35-0 60.7 46·3 69-4 

(16.7) (17.1) (34-6) (51.9) (93-7) (1so.s) (2j0.6) 
o.t o.6 o.s . 0.2 4.1 20.0 19·4 
o.s 1.8 4·7 2.3 5-2 II.9 23-4 
0.6 o.s 1.4 2.1 6.0 15.6 20.7 

20.7 21.7 45·6 59·3 Il4.6 212.0 365·3 

2.1 2.5 8.1 7-8 19-3 38·9 639 

ro.s 7·4 18.o 9·3 30-4 46.8 n8.5 
2.9 o.6 3·8 3·0 7·8 8.3 18.5 

(13-4) {8.o) (21.8) {12.3) {38.2) (55.1) (137-0) 
2.0 6.2 8.6 16.3 15·4 34·3 49-2 
1.8 2.6 3-1 19-4 31·3 27·4 47·7 

{3.8) (8.8) {II.7) (35-7) (46-7) (61.7) (96.g) 
0.4 0.4 1.9 - 0.6 31-3 28.2 
1.0 2.0 2.1 3·5 9·8 25.0 39·3 

20.7 21.7 45-6 59·3 Il4.6 212.0 365-3 

~ 

the main tables and the detailed analysis of the 
present chapter to the larger banks only - i.e., 
the joint-stock banks and the Riga Exchange Bank. 
Almost all of these banks have their head offict'S 
in Riga. Branch banking is little developed ; but 
numerous smaller banks in the provinces act as 
local correspondents for the Riga institutions. 

The greater part of the share capital (over 6o per 
cent in 1928) of the joint-stock banks is held abroad, 
mainly in Germany, the United States of America 
and the United Kingdom. Moreover, these 
institutions operate to a considerable extent by 
means of credits received from foreign banks. The 
amount of domestic deposits and their share 
in the total liabilities 'of the banks, however, 
incre~ed steadily until the outbreak of the financial 
crisis in Germany in July 193I. This crisis rapidly 
spread to Latvia owing to the close association of 
some Latvian banks with German credit institutions. 
A general run on bank deposits ensued and, as the 
centr.U bank did not consider itself in a position 
to satisfy the demand of the private banks for 
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additiooal credits to replenish their depleted cash 
n:soarces, the Go'-emment issued an emergency • 
deer~ limiting weekly .. ithdrawds at first to 5 
and late£ to 2 ~l per cent of total deposits. The 
dosing of the banks was thus avoided. When 
confidence had again been ~lly restored, the 
emtigtiiCY regulations .. -ere revoked, and 
~iDee the end of I9JI there have been no excess 
withdrawals, the total amount . of c:ommercial 
bank deposits ha11-ing reu;ained practically constant. 
.\mung the various groups of credit institutions, the 
largls banks here considered were most seriously 
exp.Jeed during the crisis. Theil aggregate deposits 
were reduced between December 1930 and 
December I9JI by DOle$ than 56 per cent and their 
borrowings by 41 per cent : the latter reduction 
resulted in part from credit restrictions imposed 
by the central bank, and in part from the re-calling 
of beign credits enjoyro by the banks. Cash 
l:cstiits shrunk by oves- one-third,-but the banks 
wes:e able to reduce the volume of their loans and 
discounts outstanding by ..S per cenL By the end 
of I9JZ, they bad not yet been forced to ofi..oet 
lOS!eS to any appreciable extent by drawing on 
their own capital« 1esenes.. 

L Cai.. 

• •• 
Apart from the laws conceminft the central bank 

and the mortgage institutions, etc., there is no 
$pedal banking legislation in force in Latvia. All 
credit institutiom are, however, obliged to submit 
to the llfinistry of Finance annual balance-sheets 
and profit-and-loss accounts on standard forms and 
also- except in the case of the co-operative loan 
and savings bureaux - monthly returns of their 
position. On . the basis of this information, 
official bankmg statistics are prepared by the 
Central Bureau of Statistics and published in its 
StatisJiuU Year-Book and its Mortthly Bulleli" of 

. StatisJics. These publications have been used as 
sources for the tables of the present chapter. The 
annual banking data referring to January 1st of 
each year are throughout this chapter shown for 
December Jist of the preceding year. In 1929, 
the Central Bureau of Statistics issued a special 
publication on the credi~ institutions of Latvia 
covering the whole period 1919 to 1927. 1 The 
Bank of Latvia gives in its annual report each 
year a statistical review of the position and 
activities of the private credit institutions. 

BalaJIO"S with the central bank are shown separately from notes and coins u follows 

. 

192.5 1926 

Notes and coins • . . . . . 2.8 2.6 
Balances with Bank of Latvia. 1-4 1-4 

Total •• . . . 4.2 <f.O 

:z. OtA6 I ~err&~ of • Ctull N atwe. 

Tbe sums shown repr~t sight claims on credit 
institutioos other than the Bank of Latvia.. 

J- Bi/16 liUOtlffk4 ~fUl bo-uglrJ. 

Tbe domestic bill portfolio (b) includes 

192.5 rC)26 

I fiiMttl Bi/16: 
. Discoanttd . . . . . . . 25-7 J2.I 
IWitcounU:d 10.3 u.S . • . • . . 

Net belaoce • . . . 15-4 20.J 
/ 

. 

Lata (ooo,ooo's) • ' 

1927 1928 1929 1930 1931 1932 

' J.:Z 4-0 5·3 5-0 J .• 1,6 
1.8 2.1 1.9 2-4 3-5 3-3 
5-0 6.1 7.2 7-4 4·9 4·9 

~ts, which are ehown 1eparately under 
habibtaes (st'e note to group 18 below). The net 
balance of domestic discounts held at U1e end of 
each year iR given below. . 

The foreign bill portfolio (c) includes foreign 
cheques and bank-notes not shown separately in 
the atatistics. 

' 

Lata (ooo,ooo'a). 

1927 1928 1929 19]0 1931 1932 
• 

35.6 .1.3 49.2 16.5 44·7 21.7 
10.9 ~13·4 14.2 I.f.. s., 9·4 
24·7 27·9 35·0 30·3 U.J 7·8 
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rabll 13 (a). 

ACCOUNTS 

Number of Banks. 

AssETs. 

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

,1 Bank . . . . . . . . . . 
2. Other ltems of a Cash Nature. . 
3· Bills discounted and bought. . 

(a) Treasury bills . . . . . . . . . 
(b) Commercial bills, Inland. . . . 
(c) Commercial bills, Foreign. 

4· Investments and Securities. 
(a) Government . . . 
(b) Other . . . . . . . . . . ... 

5· Participations. • • . . . . . . . . . . 
6. Due from Banks (Correspondents). . . 

(a) At home. . . .... 
(b) Abroad . . . . .. 

7· Loans and Advances. . . • 
(a) On current account .. 
(b) Other . . . . . . 

8. Cover for Acceptances . . 

22 

25·7 
1.4 
I-5 

17.2 
3·9 

13·3 
.. so.o 

45·4 
4·6 

SUMMARY OF POSITION AT THE END OF ; 

21 

32.1 
2.1 
1.9 

18.7 
5·3 

13·4 
52.1 
48·5 

3·6 

21 20 20 20 

Lats (ooo,ooo's omitted). 

s.o 

1.2 
40·3 

35·6 
4·7 
2.8 

17-9 
5·4 

u.s 
62.0 
58.o 

4·0 

6.1 

1.4 
47·3 

41.3 
6.0 

3-2 

9.1 
10.3 
62.8 
6o.8 

2,0 

1.3 
57·3 

49.2 
8.1 

3·6 

22.0 
10.0 
12.0 
86.2 
82.5 

3·7 

7-4 

1.5 
52.2 

44·7 
7·5 
4·5 

14.2 
5·7 
8.5 

81.0 
78·7 

2.3 

19 IS 

4·9 4·9 

21.7 16.5 
J.6 0.4 

4·5 4·7 

9·3 8.s 
3.6 3.0 
5·7 5·5 

44·3 36.o 
42.2 33·8 

2.1 2.2 

9· Premises, etc. . . . . . . . 
IO. Sundry Assets. . . . . . . 

7.6 9.2 11.9 12.5 12.4 13.0 14.0 13.6 
. 12.6 12.3 12.4 9·9 9·7 10.6 11.3 8.1 

• • • • • -l--,2,.,1....,.1.l.....,1-::-33=-.3::: l-1__,5:.,;3~.5l....,...16~2---'.6~l......,..19--,9~.7l-:c18;;-:4:-.4; l-:1-:-12;;-.~0 I --:9;;-:;3;--;.0:-l 
----1----1----1----1·----u. Total Assets . ,. . . . . . 

LIABILITIES. 

12. Capital paid up . . . . . . . . . . . 
13. Reserve Funds • . . . . . . . . . . . . . 
14· Profit-and-Loss Accounts, Undivided profits, etc. 
15. Cheques and drafts in Circulation . . . . . . . 
16. Due to Banks (Correspondents) . . . . . 

(a) Athome ...... - ...... . 
(b) Abroad. . . . . . . • . . . . . . 

17. Deposits . • . . . . . . . . . . . . . . 
(a) Current accounts and sight depos1ts . 
(b) Savings accounts . . . . . . 
(c) Time and fixed deposits . . . . . . . 
(d) Other deposits . . . . . . . . .. 

IS. Rediscounts and Other Borrowings. . . . 
I9. Acceptances and Endorsements . . 
20. Sundry Liabilities. . . . ·. . . 
2 I. Total Liabilities . . . . . 

25.7 27.9 3!.1 31.7 30·3 30·4 29.6 27-7 
4·2 3·7 
0.9 0.3 

-~.8 2.4 2.4 2.8 3·4 4·0 
o.s 0.4 1.9 1.9 I.q 0.7 

30·5 25 7 27-4 24-4 28.1 
9·5 7.0 7.2 7·9 S.3 

21.0 18.7 20.2 16.5 19.8 
28.8 37·9 45·7 50.9 61.6 
26.3 34·9 42-5 47·7 57·9 

2.5 3.0 J.2 3·7 

25-4 xs.6 10.8 
5.9 1.9 o.6 

19-5 13-7 10.2 
63.6 27-4 27-3 
59.6 25.1 25-7 

1.6 

18.3 18.6 13.8 14.0 . 16.6 12.I 7·9 6.8 • 
121.1 133.3 153.5 162.6 199.7 184.4 112.0 93.0 

.z2. Guarantees . .. . . . . . . . 27.9 31.1 
23. Collection Accounts. • • • . . . . 33·4 28.2 

21.5 31.8 42.3 27 ·7 14.4 10.1 
33·0 37·4 39-5 43·6 22.6 IS-I 

24. Value of currency in cents of a U.S. dollar at 
the end of each year . . . . . . . . . . . . 19.3 19.3 19·3 19-3 19-3 19-3 19-3 19-3 

• 
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I 

.'\CCOU~TS 

Kum~r of Banks. . . . . . . . . . . . . . . . 

Capital paid up. . • : . . . . . . . . . . . . . 
Resen-es and l'ndi,ided Profits. . . . . . . . . . 

L Gross Pro tits • . . . . . . . . . . . . . . . 
To be lle.iwckd: 

z. Expenses. . . . . . . . . . . . . . . . . . 
(•) Salaries, etc. . . . . . . . . . . . . . 
(b) Other working expenses . . . . . . ·l 
(c) Ta.-~es. etc ....... . . . . . . . . I 

3- Reserved for Pensions Funds, etc .. . . . . . . 
4· Written off on (Depreciation Accounts). . . . . 

(a) Premises, etc.. . . . . . . . . . . . 
(b) Investments and securities . . . . . . . 
(c) Other assets. . . . . . . . . . . . . . 

5· Remail)in~ Xet Profit(+) or Loss(-) . . . . . 
6. Carried forward from preceding year. . . . . . 
7· Taken from Reserves or Capital. . . . . . . . 
8. Total Amount disposed of for Dividends, etc. . . 

. 
9· Carried to Reserves . . . . . . . . . . . . . 

10. Dividends . . . . . . . . . . . . . . . . . 
II. Directors' Fet:S, etc •• . . . . . . . . . . . . . 
12. Carried fol"t\·ard to follo\\ing year . . . . . - . 
I 3· Total as above . . . . . . . . . . . . . . . 
14- \"alne of currency in cents of a u.s. dollar at 

the end of each year . . . . . . . . . . . . 

4 and S- IJWestmn!h and Suurities. Parlicipaticms. 

Government and other public &eCUrities are not 
~hown separately in the statistics ; nor are 
participatiom, if any, shown feparately. 

192.5 1926 

Spo;cial curr"n t aO"JJtm ts . . . 42-0 45-2 
OtJv;r cr~u (Akr•.:ditivi) . . H 3·3 

Total • . . . . 45-4 .JS.s 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRWUTION OF PROFITS 

192.5 1926 1927 1928 1929 1930 1931 

22 21 21 20 20 20 19 

Lats (ooo,ooo's omitted). 

. 
30·3 30·4 2y.6 45·71 27.01 31.1 31.7 

I.S 2.4 2.4 2.8 3·4 4·0 4-2 

I 
9.3 6.3 10.3 10.3 7.7 8.4 9.3 

6.3 6.Q s.o s.o s.6 s.6 4·8 
(3.8) (3.8) (H) (H) (3.6) (3-7) (3.1) 

(2.5) (3.1) ( r.6) (I .6) (z.o) (r.9) (1.7) 

- . - - - - - -
1.4 3·6 2.3 1.4 I.6 3·8 4·0 . . . . . . . . 
. . . . . . . 
. . . . . . . 

+2.6 -0.2 +0.4 +2.0 +2.1 -0.1 -3.4 
. . . . . . . 
. . . . . . . 
• • • • • • • 

. . . . . . . 
1.2 o.R o.S 1.0 1.2 0.4 -
. . . . . . . 
. . . . . . 
• . • • • • • 

19.3 19·3 19·3 19·3 19-3 19·3 19·3 

7· Loam and A.dvafiCes. 

The advances given under ( •) consist of " special 
current accounts" and other credits, !hown 
separately in the statistiC! as follows: 

Lata (000,000'1). 

1927 1928 1929 1930 1931 1932 

s6.o 58.2 78·9 780 42.2 JJ.8 
2.0 2.6 J.6 0.7 - -

ss.o 6o.8 8z.s 78·7 42.:1 33·8 

1932 

18 

27·7 
•• 3·7 

3.7 

3·4 
(2.1) 

(1.3) 

-
1.8 

• . . 
-1.5 
• . 
. 
. 
-. . 
. 
19·3 

n..e iUTIK given under (b) CIJTI~i.ft fJ( }ong-tenn Joam. 
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10. Sundry Assets. 

The composition of the aggregates given in the summary table is shown below 

. 
1925 1926 

Branch accounts . . . 6.3 s.6 
Transitory items . . .. . 2.6 3·8 
Expenditure accounts. . . 0.2 O.I 
Protested bills . . . 0.1 0.2 
Other accounts. 3-4 2.6 

Total . 12.6 12.3 

II and 12. Total Assets and Liabilities. 

The totals do not include collection and 
guarantee accounts, which, being of the nature of 
comptes d' ordre, are shown outside the balance-sheet 
proper in the Latvian statistics as well as in the 

1925 1926 

Ordinary reserve funds . 0.6 0.8 
S pecia 1 reserves. . . o.8 0.9 
Other capita! accounts . 0.4 0.7 

Total . . . 1.8 2-4 

q. Profit and Loss, etc. 

The sums shown in this group of the summary 
table are given in the oftkial ~tatistics undt>r the 
heading " interest and commissions ". The total 
net balance of the profit-and-loss account~ of the 
banks is not ~hown in the official balan~e-sheet 
summaries, but the amount of this balance will be 
seen from the special profit-and-loss table. 

16. Due to Banks (Correspondents). 

From a comJ>3rison between the sums shown 
under (b) in this group and those shown under (b) 

1925 1920 

Current accounts. . . . . 25.3 JJ.6 
Demand dt•posi ts. . . . 1.0 1.J 

Total . . 26.3 34-9 

Lats (ooo,ooo's) . 

1927 1928 1929 1930 1931 1932 

4·7 4·3 4·6 4·8 3-1 2.8 
4·8 4·3 3-1 2.9 3-4 2.7 
0.7 0.7 0.7 0.1 0.6 -
- - 0.1 0.1 0.2 0.1 
2.2 o.6 1.2 2.7 4·0 2.5 

12.4 9·9 9·7 10.6 II.3 8.1 

present summary table (see items 22 and 23 of the 
table). 

13. Reserve Funds. 

The official statistics make the following 
~pecification of the reserves : 

' Lats (ooo,ooo's). 

1927 1928 1929 1930 1931 1932 

o.8 0.9 1.2 1.5 1.6 0.6 
o.8 o.s 0.5 0.6 0.6 I.J 
0.8 1.4 1.7 1.9 2.0 1.1\ 

2.4 2.8 3-4 4·0 4-2 3·7 

in group 6 of the summary table, it will be seen that 
the net indebtedness to banks a broad has been 
relatively important in all the years considered, 
a reflection of the fact that certain Latvian banks 
largely rely upon working credits from the foreign 
institutions participating in their share capital. 
It is not stated in the statistics to what extent the 
rediscoun~ and borrowings with credit institutions 
other than the Bank of Latvia (sec note to group 18 
below) have been t:ffected with banks abroad. · 

17. Drposits. 

The sums shown under (a) are composed of 
current accounts and demand deposits as follows : 

Lats {ooo.ooo's). 

I'JZ7 1928 1929 1930 1931 1932 

41-4 46.6 56.6 58.2 24.0 24.8 
1.1 1.1 I.J 1.4 1.1 0.9 

42-5 47·7 57·9 59·6 25.1 25-7 
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The detail~ composition of the aggregates given in the summary table is shown below : 

\ 

Lats (ooo,ooo'a). -

-
192.5 1926 1927 1928 1929 1930 1931 193:1 

. 
Bills 'Mis• ""lk4: 

. 
\\1th the Bank of Latvia. . 8.4' g.o 10.9 13-3 14.1 14.1 9·3 8.s 
With other credit insti- ' 

tutioos • 1.9 2.8 - o.1 0.1 0.3 0.1 0.2 . . . . . . . 
Total ndiscounts. . . . 103 n.8 10.9 13·4 14.:.1 14-4 9·4 8.7 

~"fS 011 speAtd nwrmt 
~= 
\rrth the Bank of Latvia. . :J.s 4-1 5-4 5-4 8.4 6.0 .3.6 :.1.1 
v.-rth other credit institu- ' I 

tions. . . . . . . . 1.2 3-:.J - - - - - -. 
Total special CUiteJit 

accounts. . . . . . . . 4-7 7·9 5·4 5-4 8.4 \ 6.0 3-6 2.1 
BorrnMip llhroM . . . . . . • 14.6 17-7 35-0 27-5 12-9 S-2 
Otlt6 bwrowi•p • . . . . . o.s 0,7 0.3 0.4 0.:.1 0.3 ·o.s 0.4 

Tollll retlisa>f,.ts llflll btw- . 
nnri•p. - . . . . . . IS-S 20.4 31-2 36-9 57·8 48-2 26-4 16.4 

Thereof with : 
Bank of Latvia. . . . . . 11.9 13-7 16.3 18.7 2:.1.5 20.1 12.9 10.6 
Other' credit institutions. . 3-1 6.0 - 0.1 o.1 0-3 0.1 . 0.2 

In :1925 and 1926, borrowings abroad are included exceeded total deposits in an the yean considered 
partly under' bomnrings with • other aedit insti- except 1932, when they were about equal in amount. 
tutiuQ:s .. and partly unde£ sundry liabilities. • · 

It will be noted that the total of rornspondent 20 Stmtlry Lillbilitia 
c:reditlr accounts (group 16 of the summary table) • • 
aud of the rediscounts and borrowings with the The aggregates shown in the summary table are 
Bank of Latvia and othe£ credit in!titutions composed u follows : · 

Lats (ooo,ooo'a). · 

192.5 1926 1927 1928 1929 1930 1931 1932 

Branch accounts • . . . . . 6.4 5-7 4·7 4-3 . 4·5 ... 8 3·1 2-7 
TRnlitory items • . . . . . 3·3 3-1 2.2 2.8 2.6 2.8 2.6 2.2 
Other' accounts. . . . . . . 8.6 g.8 6.g 6.g 9·5 4-5 2.2 :r.g 

Total. . . . . 18.3 18.6 13.8 14-0 16.6 1%.1 7·9 6.8 

The detailed compmition of the " other accounts " is not ahown in the atatistics. 
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Summary of Prolit-and·Lo88 A.ceounls. 

I. Gross Profits. 

The composition of gro~s profits according to main sources of revenue is shown below : 

·1925 1926 

Interest received . . . . . . 9·7 10.8 
Less interest paid. . . . 4·6 5·9 

Net interest from discounts 
and loans . . . . . . 5·1 4·9 

Commissions. . . . . 3·I 3·1 
Profit on exchange . . . 0.9 0.7 
Profit from real estate. . 0.2 0.3 
Profit from securi~ies . . . - 0.1 
Sundry profits • . . . . 1.0 1.2 

Total • . . . 10.3 10.3 

:a. Expenses. 

The sums ~hown for salaries (a) include special 
remunerations to directors, etc., which, if they 

· had been shown separately in the statistics, would 
have been given in group II of the summary table 
and would thus hav ~ been deducted before 
calculating the net profit or loss. • 

The aggregates shown for other working expenses 
and taxation, particularly in 1925 and 1926, may 

. 

. 1925 1926 

Aggregate net profits , . . . 2.6 I.8 
Aggregate loss • . · .. . . . - 2.0 

Balance. . . +2.6 -0.2 

6 to 13. Profits carriellforwar!lfrom Previ014S Years 
-Sums drawn from Res_erves or Capital- Profit 
Distributiots Accounts. 

' 

The losses !'hown in the preceding statement have 
been met in part from profits carried over from 
previous years and in part from the reserves or the 

' 

Lats (ooo,ooo's). 

1927 1928 1929 1930 1931 1932 

9·9 u.s 13.8 14-5 8.8 4-8 
5.6 6.J 8.1 8.s 5·3 3.2 

4·3 5·2 5·7 6.0 3-5 1.6 
1.6 1.6 1.9 1.7 0.9 0.6 
1.0 0.9 1.0 o.8 0.9 o.6 
o.s 0.4 0.3 0.4 0.4 0.3 
0.1 0.1 0.1 o.I o.:a 0.2 
0.2 0.2 O.J 0.3 0.4 0.4 
7·7 8.4 9·3 9·3 6.3 3·7 

include allocations for special purposes which are 
not of the nature of ordinary expenses. 

5· Net Profit or Loss. 
The figures rep~ent the net balance of the banks 

considered as a whole. Even in years when. 
there was a loss, certain banks actually made a net 
profit which, however, was exceeded by the loss 
of the others. In this respect, the official statistics 
furnish the follo~g detail : 

Lats (ooo,ooo's) • 

1927 1928 1929 1930 1931 1932 

1.6 2.0 2.2 1.2 0.1 0.2 
1.2 - 0.1 1.3 3·5 1.7 ---

+o·4 +z.o +z.l -0.1 -3-4 -1.5 

capital of the banks concerned. Neither of these 
two items (groups 6 and 7 of the summary table) 
are, however, given in the official statistics, nor 
are sums carried to reserves, directors' fees and 
" carry over " to following years shown. The 
d{vidends indicated do not include those of the 
Riga Exchange Bank. 



LITHUANIA. 

lnllodnc&oJ'7 No~. 

The local banking system existing in Lithuania used for this purpose are mainly dcrivc..-d from State 
bot-fore the world war was practically annihilated . deposits or from its own note issue, while private 
u a result of the social disturbances and currency deposits with the bank· ·are comparatively 
inflation in Russia to\\-ards the end of the war. unimportant. The Land Bank (lemes Bankas); 
.-\n entirely new banking system had therefore which v.-as established in 1924 •. specialist'S chiefly · 
to be created in the newly constituted State of . in agricultural mortgage business. It also receives 
Lithuania. · As early as 1919, attempts were made private deposits and grants short-term commercial 
to revivt: the co-operative credit societies ; several credits on a limited scale. Practically the whole 
joint-.;toct c:ommercial banks were also established of its share capital is held by the State. 
at an early date. It \\"as not, )lowever, until the Some of the joint-stock commercial banks and 
111011eta1y r.-fonn of 1922 had antroduced a stable most of the private banking houses established _in 
Ntional currency in Lithuania that a sound basis the early years of Lithuania's independence were 
was pronded foc the ~nstitution ol the cr..dit subsequently liquidated. At the end of .1925 
syst.=. .. - . . - there were sixteen joint-stock and five private 

The Bank of Lithuania (Lktu~-os Bankas), banks, and, in addition, five co-operative banks 
establisbed in the autumn of 19z2, is essentially , engaged chiefly in commercial banking. After 
a bank of note issue acting as banker to the Govern- · 1925, there was a further concentration within 
ment. which holds the greater part of its share the commercial banking system. But the number 
capital In recent years. and particularly during 1 of small credit associations and other institutions 
the financial crisis ol 1931, its central banking operating chiefly as savings banks continued to 
functions have assumed increasing importance. increase to the end of. 1930,1 as will be seen from 
It also gr.wts credits directly to industry and the following statement (figures . of deposit in 
rommerce on a c:ousiderable scale ; but the funds millions of litais) : . 

-GN.a~-: 

1925 ............. . 
19)0 - • • ••••• -
19J2 • • • • •••• 

7 3a·7 • 3-2 
$ 72-:l z 6J 
$ 

f 0.5 I:J 4:1-4 
• .$-1 8 a,.6 
II - 7 63.6 

r:J 3·4 :J~ .,_a 
•3 14-6 399 39-1 
fii 9-4 403 J8 ... 

r• 0.5 316 
z• 5·' .P:J 
r• zo.o .PS 

··7 3~9 ,51.1 
,58.8 f3I 14~·4 
&,.8 f:J~ 131-4 111.-r,.,: 

192§ • • • • • • • • • !I 
19Jil ., - .. - .......... 1 

19P • • · · • • • • • S T-.1: 
1925 • • • • • • • • .irf 
19)0 •••••••• ·lr• 

• 19P • •••••••.• !ro 

Lf-l" :J 1.6 II 
34-4 , a.9 -
31.6 • 6.7 -

1 I:J 1.$-7 - -
- IO 43·3 - -
- ., 38-3 - -

52.a S 4-a S 0. 5 :16 ,&. I 13 3.4 
106.6 f 1.5-:1 • .5-1 rll 126.9 •:J 14-6 

- J - II - If 101.9 ar !lo4 

39 4-3 4 1.1 f:J u.4 s6 28.1 
39 17.3 f Jl.o f:J 3.5-3 S3 7~-6 
:J9 Ia. 7 f 21.6 f:J 40·3 so 78.6 

3P 9·' s &.6 3~9 :a1.1 :J8s 79-a 
4:J8 ,56.4 S 23.1 466 94-1 484 221.0 
4-P .57-J $ 41.6 468 1o8.1 48• :no.o 

~ ~ ~king statistics distinguish betwer.n 
aedit WititutJOOS hav~ tbfflr '-d offiCI! in 
u Gr~ Lithuania .. and t'-e having their bead 

I 

office in the Mrmrl (Kiaipeda) Territory. 1 

Som..what diffl'f~nt balance-sheet forms are used 
fnr the two r~gions and no joint statistics are given. 

: ~- - a~ •aaffeeted by tbe world economic depre•ioa antil the latter baH of 1931. · 
loo ~t ! . .;theanoa . com~~ whole c.ounby with the exceptioo of the Memel (Kiaip6da) Territory', which ill 

a ....._ UUie Utt.aaoa • Some of tbe banka of " Great Utlwania " have ntablitbed braoc:._ I.D the 
Meood Territory, .,.._.. tbe Kemel baaka bave ao braoc:._ 1.D " G-t Utbuaola ", 



LimUANIA 

Joint figures have, however, been calculated above 
and in ~he attached summary table for purposes of 
companson. 

In 1932, the Memel institutions held between 37 
and 38 per cent of the aggregate deposits of both 
commercial banks and savings institutions. The 
latter, whose clientele consists largely of the 
agricultural population and of craftsmen and small 
traders in the towns, have steadily gained in 
relative importance. At the end of 1932, their 
deposits in both regions exceeded those of the 
commercial banks. The savings institutions were 
only slightly affected by the financial crisis which 
arose in Lithuania during the autumn of 1931 as 
a result of the banking developments in certain 
Central and Eastern European countries in the 
summer of that year. The commercial banks, 
on the other hand, and particularly those in 
" Great Lithuania ", suffered heavy withdrawals 
of deposits. Most of the funds withdrawn were, 
however, re-depOsited with the Post Office Savings 
Bank, whose deposits enjoy a State guarantee. 
Runs were particularly marked on commercial 
banks reputed to have close relations with foreign 
(especially German) banks .1 They did not, 
however, give rise to moratoria or legal restrictions 
on withdrawals, as in many other countries. The 
power of resistance shown by the commercial 
banking system during this difficult period is due 
to several factors. As a rule, Lithuanian joint
stock banks do not grant long-term credits to 
industry and agriculture, but confine themselves 
to short-term commercial advances and discounts. 
FUrther, Lithuania had, up to the time of the 
financial crisis, been relatively little affected by the 
economic depression, so that a large proportion of 
the loans outstanding could be successfully 
liquidated. Finally, the Bank of Lithuania was 
able to grant. the necessary rediscount facilities. 
Consequently, only one bank, a private banking 

fiqn, which had become largely involved in a 
particular industry, was forced to suspend payments 
at the time of the financial crisis of 1931. 

The attached summary table, which·is based on 
the official banking statistics published in the 
Statistical Year-Book of Lithuania I covers only 
the institutions classified above as commercial 
banks. Thus, it does not include the Bank of 
Lithuania and the Land Bank. At the end of . 
June 1933, private deposits amounted to II million 
litais in each of these banks ; these deposits 
represented only 7 and 9 per cent respectively 
of their total balance-sheet. Prior to the financial 
crisis of 193T, hardly any private deposits were 
lodged with these institutions. 

The Lithuanian Co-operative Bank, which is 
included among the commercial banks of " Great 
Lithuania ", is the centre of the system of 
agricultural co-operative credit associations of the 
Raiffeisen type, numbering 292 in that region at 
the end of 1932. The Jewish Central Bank of 
Lithuania, a joint-stock institution, is the centre 
of the (Jewish) urban co-operative credit associa
tions of the Schul2e-Delitschtype, numbering III 
at the same date. The urban associations account 
for almost half of the joint deposits of the two 
systems in " Great Lithuania ". The co-operative 
credit associations in the Memel Territory are all 
of the Raiffeisen type. 

All credit institutions are required to submit 
periodic returns of their position to the Ministry • 
of Finance. The balance-sheet forms have been 
modified from time to time ; greater detail ha5 
been given since 1931, particularly as regards the 
banks in " Great Lithuania ". The summary 
form applied to the Memel institutions is less 
detailed throughout the period considered. The 
official banking statistics do not contain any 
comprehensive sUmmaries of profit - and • loss 
accounts. 

• Foreign participation in tbe share capital of Lithuanian commercia.! banks is slight. . 
1 The Central Bureau of Statistics publishes, in addition, in its StalulluJI BlllleiiN, monthly statements show.n1 the 

position of the banks in •• ,Great Lithuania ••• 
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COMMERCIAL 

.. GRII.AT . 
ACCOUNTS SUMMARY 

' 192.5 r.;-r. 1928 1929 19JO 

Nnrnlw!r of Banks. . . . . . . . . . . . ~ . . . 1J 9 9 9 8 

AssEts. 

I. Cash •• . . . . . . . . . . . . . . . . . . 5·7 3·9 5·1 •.• ~ (•) Gold. silver and small coins ..•.•.. - ' - - . 
• 6.s 8.8 (b) Inland notes and balances with Central 

Bank - - -. . . . . . . . . . . . . . . 
z.. Other Items of a Cash Nature. . . . . . . . . 0.8· 0.7 o.6 0.3 
J. Bills discounted or bought . . • . . . . . . . I:Z.O IJ.3 17.6 20.9 21.7 37-2 

( •) Treasury bills. • • . . • . . . . - - - - - -. . . 
(b) Commercial bills, Inland. . . . . . . . - - - - - -
(c) Commercial bills, Foreign. . . . . . - - - - - -. . 

4- Investments and Securities ... . . . . . . . 6.3 18.9 x8.o 18.1 17·9 17-4 
( •) Government . . . . . . . . . . . . . 0.2 0.2 0.1 0.4 O.J O.J 
(b) Other. . . . . . . . . . . . . . . . 6.1 r8.7 17-9 17-7 17.6 17.1 

5- Participations. • • . . . . . • . . . . . . . - - - - - -
6. Due from Banks (Correspondents). . . . . . . 20.7 11.9 5·9 s.z u.s 4·0 

(•) At home. - - - . - - -. . . . . . . . . . . . . . 
(b) Abroad. . . . . . . . . . . . . . . - - --- - - -

7· loons and Advances. . 
lJI.7 29·3 31.8 .oJ2.2 45·8 52-3 . . . . . . . . . . 

( •) On cunent account . . . . . . . . . - - - ·- -
(b) Other. . . . . . . . . . . . . . . - - - - -

8. Cover for Acceptances • ·. . . . . . . . . . . - - - - -
9- Premises, etc.. . . ; . . • . - 24-5 10.5 7-4 1·0 ·. 7·1 8.2 . . . . . . . 

10. Sundry Assets. . . . . . . . . ... . . . . . 15·5 14-4 1·0 4-7 6.1 4·6 
IL Total Assets . . . . . . . . . . . -. . . . . ll7.l 10l.9 93.4 104.8 116.6 13l.5 

l.uBJUTIES. . 
12. Capital paid up • . . . . . . . . . . .. . . . . 25-4 29·9 24-3 25.2 25.8 25-5 
IJ. Reserve Funds • . . . . . . . . . . . . . . 1.0 o.8 0.9 0.8 0.9 1.1 
14- Profit·and·LossBalances, etc.. . . . . . . . . -, 0.6 O.J 0.8 o.8 1.0 
IS. Cheques and drafts in Circulation . . . . . . . I.J 0.4 0.4 - - -
I6. Due to Banks (Correspondents) . . . . . . . . 20.7 19.2 9·1 12.1 10.5 10.6 

(•) Athome. . . . . . . . . . . . . . . - - - - - -
(b) Abroad . . . " . . . . . . . . . . . - - - - - -

I]. Deposits. . ' . . . . . . •. . . . . . . . . 42·4 J2.7 JS.g 47·5 65.3 8J.6 
(a) Cnrrent accounts and sight deposits . . . - - - - - -
(b) Savings accounts • • • • • • • • . . . - - - - - -(c) Time or fixed deposits • . • . . . . . . - - - - - -
(d) Other deposits ••.•.• . . . . . . . - - - - - -

IS. Redisconnts and Other Borrowings. u.S 
. . . . . . . 12:4 9·7 1J.4 1·5 5·5 

ICJ. Acceptances and endorsements . . . . . . . - - - - - -20. Sundry Liabilities. 14.0 9·6 7·7 ' s.o s.8 5-2 . . . . . . . . . . . . 
2L Total Liabilities. . . . • - • . . . . . . . . . 117.2 10l.9 93.4 104.8 116.6 13l.5 
22. Guarantees, etc. . • . . : . . . . . • . . . - - - 9·4 13.8 12.1 
23- BillJ for Collection . . . . . . . . • . . . . - - - 22.1 J1.0 J6.J 
2.f. Value of currency in cents of a U.S. dollar at 

- ~ eo.d of each yea.r • • • • • • • • • • • • 10.0 10.0 IO.O IO.O IO.O 10.0 
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BANKS LITHUANIA; Table 14 (a). 

LITHUANIA,. II MEMEL (KLAIPEDA) TERRITORY II LITHUANIA, INCLUDING 
MEMEL TERRITORY ~ 

OF POSITION AT THE END OF: 

1931 
19:21 

1925 1926 1927 1928 1929 1930 1931 
19:21 

1925 1930 1932 

8 II II II II !I 10 9 24 IS 14 

Litais (ooo,ooo's omitted) 

5·7 3·9 o.6 o.S 0.7 0.9 1.1 1.1 1.2 1.5 ,,~ 5·4 - - - - - - - - - - -
9·9 - - - - - - - - - - -

1.1 I.6 - - - - - - - . - o.S 1.6 
24·9 21.3 3·2 3·6 6.4 6.0 s.5 12.2 12.2 7·7 15.2 49·4 29.0 
- - - - - - - - - - - - -
- - - - - - - - - - - - -
- - - - - - - - - - - - -
16.8 16.8 0.1 0.4 0.3 0.4 0.5 0.4 1.0 0.5 6.4 17.8 17·3 
- - - - - - - - - - - -
- - - - - - - - - - - - -
- - - - - - - - - - - - -
2.5 5.6 1.6 2.0 2.2 3·8 2.4 2.6 1.6 2.3 22.3 6.6 7·9 
1.0 J.O - - - - - - - - - - -
1.5 2.6 - - - - - - - - - - -

48·5 41·4 16.7 21.9 26.7 33·1 32.6 36.2 39·6 33·9 48·4 88.5 75·3 
- - - - - - - - - - - - -
- - - - - - - - - - - - -- - - - - - - - - - - - -
8.3 8.6 1.9 1.9 2.1 2.2 2.2 2.1 2.1 3·0 26.4 10.3 II.6 

13.4 10.2 2.9 3·5 5·5 6.9 7·2 8.0 4·7 3·3 18.4 12.6 13.5 --
1l1.2 109.4 l7.0 34.1 43.9 53.3 54.5 6l.6 6l.4 5l.2 144.l 195.1 161.6 

/ 

25.8 25.0 J.7 3·8 3·9 4·6 4·9 5·0 4·8 4·3 29.1 30·5 29·3 
1.9- 2.0 0.7 0.7 o.8 o.9 1.1 1.3 1.5 1.4 1.7 2.4 3-4 - - 0.2 0.3 0.3 0.4 0.5 0.5 0.5. 0.4 - 1.5 -
- - 1.3 o.6 2.4 0.6 1.3 0.1 2.2 0.6 2.6 - -
4-4 3·7 3.2 4·5 4·7 9·5 3.0 4-4 2.6 , 0.9 23·9 15.0 4·6 
3-3 3·3 - - - - - - - - - - -
1.1 0.4 - - - - - - - - - - -

64,2 63.6 15·7 21.4 28.9 30·5 35·8 43·3 41.2 38·3 58.1 126.9 101.9 
- - - - - - - - - - - - -
- - - - - - - - - - - - -. 
- - - - - - - - - - - - -
- - - - - - - - - - - - -
9·9 5·2 - - - - - - - - 12.4 5·5 5·2 
- - - - - - - - - - - - -

~.8 6.8 8.0 
( 

9·6 6.3 x6.4 17.2 15.0 9·9 2.2 2.9 7·9 13·3 
ll1.2 109.4 l7.0 34.1 43.9 53.3 54.5 6l.6 6l.4 5l.2 144.l 195.1 161.6 

13-7 9·1 1.3 2.8 3.6 4·9 6.4 3·6 3-4 2.7 - 15-7 II.8 
27·3 16.o - - - - - - - - - 36·3 16.o 

IO.O 10.0 10.0 IO.O 10,0 10.0 10,0 IO.O IO.O 10.0 10,0 IO.O IO.O 
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1 and 1. c.sA __, 0tWr lina of• Cad N.W.. 
Tbe detailed composition of the cash assets of 

the lldnel banks is not shown in the statistics. 
1b._.se banks 1I'Ould appear to hold very small 
bebno>So if any, with the Bank of Lithuania. The 
bebncrs held with that institution by the banks 
in .. GR&t Lithuania •• are shown separately only 
since IQJI . 

Litais (ooo.ooo's) 

• Gnat Lithuania • 
1931 . 1932 

lnb~~oluotesand ooins. . . . . . .p 2.6 
Babncrs with the Central Bank . 1.6 I.J 

Total. . . . . . . . 5-7 3-9 

. 

•c.a.t~-
1925 1916 

Billld' oatod . . . . . . . . . I2.0 13-3 
Bills-- *HIWd . . . . . . . . 4-• 4-6 

Net p<Ktinliu , . . . . . 7.1 ·-7 

·The !~urnS given in the summary table under (2) 
consist of foreign bank notes and cheques. They 
are not shown separately in the statistics for 1929 
and I9JO· 

3· Bills DisCOflfllell. 

No details 8.re given regarding the nature of the · 
bills discounted. The bill portfolio includes re
discounts. The liability of the banks of " Great 
Lithuania .. for bills rediscounted is given 1n _ 
group 18 of the summary table (see note to that 
group). The net portfolio of these banks is shown 
below. 

' Lilait (aoo,ooo's) 

1927 1921 1!129' I 1930 1931 1932 

17.6 20-9 

~ 
37·2 24·9 • 21-3 

6.6 4-2 4 1-4 ,_. l.a 

11.o· 16-7 . 3 35-1 21.7 20.1 

Jl«f>S"'OJ!!t:s are DOt shown separately in the greater part of the securities held by the banks . 
statistia relating to the MemeJ banks. They would appear to oonsist of _industrial shares. 
do DOt,. howeva, rediscount with the Bank of 
Htlnpnja to any appn:clable extent. 1· i..DtJM MUl .ddNfiCe.S. 

4 ud s- 5«wiiies llflllffWSifflftta. Pllrli&iptdiotu. The composition. of the loans and advances 
-according to the nature of their cover is shown 

Participations are DOt shown separately. . ne ' below : . ; .... · : ,' . . ' . . ' .. 
. 

·Gnu ljt' - 1925 1926 

c.r-t _. .. aud -- ecand 
by: 
Bilkaad itiN . . . . . . . 29-7 27-· 
M ....... . . . . . . . . . . ,. ... 1-5 

.~~-a-· . . . . . . . . • . - -
Total . . • . • • • . • 31-7 119-3 

Cwn::spwoding cleWl. are not given m the 
stat;.tn relating to the Memel banks, nor are they 
giYen lor 1932 in the case of the banks of " Great 
l,jrt.nanja "• The bilk le'rVing ~ leCUJ'ity for 
~ are generally of longer maturity than 
tJK.e dilcoanted by the banh When their 
maturity fan. to Ave or lix months, the advances 
~mtd apinst them are frequently changed to 
dMO*""'I . 

10. S•-.My A.a.. 
TL8 itaa inc:IGdt:. protc:ated billa in tbe cue of . 

lJtail (ooo,ooo'l) 

lm 1928 1919 1930 19)1 

• • 
30-'1 3.5-9 3.5·9 44-1 39·7 

1.6 2-7 2.6 1-7 0.9 - 3-6 7-3 6., 7-9 

31-8. . 42-:1 ., .• 52-3 . •. , 
"Great Lithuanian" banks. Their amount rose from 
less than half a million litais in 1925 to over' one · 
million in 1931. and 1932. Protested bills are not 
shown teparately in the statistics relating to the 
Memel banks. . . 

nand :21. Tolal.A•ull•ntl Litlbilitiu. 

Excluding guarant~ and eollection accounts, 
1hown u item. 22 and 23 of the aummary 
table. 
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14. ·Profit-and-Loss Balances, ek. 

The sums given under this heading for the ban~ 
of" Great Lithuania" do not show the true profit 
position of the commercial banks as a whole. The 
figures given for the years 1926-1930 n·present 
aggregates of the net profits made by individual 
banks in those years, w hilc the net losses incurred 
by some of the banks are included under sundry 
assets, without being shown separately in the 
annual statistics. According to information 
published elsewhere, it would appbr that, in certain 
years, the latter exceeded the former in amount. 
The basic statistics relating to the years 1925, 
1931 and 1932 do not contain any S<'parate heading 
for net profits. 

1923 1926 

" Great LitlauaKia " : 

Sight and time deposits : 
N a tiona! cunency . - -
Foreigu cunency . . . . . . - -

Total . . . . . . . "5·" 16.4 
Cnnent accounts : 

National currency . . . . - -
Foreigu cunency . . . . . . - -

Total . . . . . . 17·" 16.3 

Grand total . . . . . . . 42·4 32·7 
Thereof: 

National currency . . 
' 

. . . - --
Foreigu currency . . . . . . . - -

• 
!If,,.., T trYiiO"ll : 

Deposits . . . . - -
Creditors . . . . . . - -

Total . . . . . . 15-7 21-4 

In the banking statistics relating to the Memel 
Territory. foreign currency deposits are not shown 
separately, nor are they shown in the annual 
statistics relating to " Great Lithuania " before 
1931. In the Bulletin of the Bank of Lithuania, 
however, separate figures for deposits and ·otl.ier 
liabilities in foreign currency have been published 

16. Due to Banks (Correspondents). 

It will be observed that the inter-bank accounts 
of the banks of "Great Lithuania" have 
contracted very considerably in amount and 
relative importance in recent years as compart·d 
with 1925 and 1926 (s"" also group 6 of the summary 
table). 

The sums shown consist of the following items 
giwn s .. parately in the basic statistics : 

Lilais (ooo,ooo's} 

1927 19:18 I 1919 1930 19]1 1932 

- - - - 22.8 20.8 
- - - - 8.8 6.3 

17.6 23.0 31.9 38.5 31.6 "7·1 

- - - - 29.0 33 1 
- - - - 3·6 H 

21.) 24'5 33·4 45·1 )2.6 36.5 

38.9 41·5 65·3 8].6 64.2 63.6 

- - - - 51.8 53-9 
- ~ - - 12.4 9·7 

- - - - )2.0 "7·8 - - - - 9-• 10.5 ----
28.9 30·5 35·8 43·3 41-2 38·3 

periodically since the end of 1928. These figures, 
which cover the mutual credit societies (see 
introductory note above) in addition to the 
commercial banks proper, are reproduced 
below. The corresponding accounts in national 
currency are also given for purposes of 
comparison. 

Commercial Banks and Mutual Credit Societies in " Great Lithuania ". 

Litais (ooo,ooo's) 

DEPOSITS 
0V& TO BANKS. JI:BDJSCOVKTS 

GRAND TOTAL 
' AMD OTHER BOUOWING8 

• Foreign National Foreign Natlooal Fondgn National 
Total Total Total 

currency C\llTeD.CY currency currency currency currency 

Enrl of: 
56.8 so.a 84.1 1928 . . . . . . . . . 21.1 35-7 12.2 15.1 27-3 33-3 

1929 . . . . . . 31.9 45·1 77-0 6.9 13.1 20.0 38.8 58.2 97.0 . . 
1930 . . . . . . 25.6 72.6 98.2 5·9 14.6 20.5 31·5 87.2 118.7 

June 1931 . 25.6 - - 7-1 - - 32·7 - -. . . . . . . 
Oec:ember 1931 . . . . . . . . . . 14·4 58.6 73·0 1.3 15.6 16.9 '5·7 74-2 89-9 
June 1932 . . 11.9 - - 0.7 - - 12.6 - -. . . . . . . . . . 
December 1932 . . . . . . • . . . II. I 61.9 73-0 0.5 10.6 II. I 11.6 72.,5 84.1 
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It will be Sftll that. at the ~nd of 192g. no 1t"Ss 
thaD 40 per ceJlt of the banks' liabilities on deposit 
and c:orn:spondent accounts (including rediscoWlts 
and otht-1- borrowings) ~"ere inclllnd in tenns of 
bl>.ign currency. By the end of ]Wle I9JI, when 
confidence in foreign cUireDcies had not ~t been 
shaken, only a minoc part of the foreign cUireDcy 
lkposits had been conVI!Ited into national currency 
deposits. The rapid increase in the latter reflects 
in the main a st~y inflow of savings into the banks 
during this period of sustained prosperity. The 
run on banks which subsequently occUlTed in 
coonection with the banking crisis in Germany 
was ~fly directed to the foreign CUireDcy 
accounts, which, by the end of December I9J2, had 

"~litb..-.-
IPS .,.. 

Red. MIS . . . . . . . . . - . .... 4-6 
lkciowiap . . . . . . . . • . . ... S.l 

\ 
Total . . . . . . . - 12-4 9-7 

shrunk by almost 6o per cent. The drop in national 
cUireDcy deposits did not exceed 15 per cent. 
Since the end of 1931, total deposits have remained 
constant ; the share of foreign currency deposits 
in the total has, however, gradually dt.>clined as 
a result of conversions into national currency 
deposits. 

Foreign ciirrency deposits with the Memel banks 
ouly, amoWlted to a few million litais at the middle 

. of 19Jl. . -

18. Red~rtls aflll Otlter Borrowi11gs. · . 

The composition of this item is shown below : 
' 

Lilaio (-ooo'o) 

1907 1908 ·- 1930 1931 1933 

6.6 .... 2.4 1-4 3-:1 1.:1 
s.a 9-t 5-1 4-1. 6.7 4-0 

u.S . 13-4 7·5 5·5 9-9 5-t 

Tbe above sums rep.-esent in part foreign credits, the amount of which, however, is not _shoWn 
separately in the statistics. · 
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NETHERLANDS. 

Introductory Not.P. 
The history, structure and main characteristics 

of the Dutch banking system were described in 
some detail in the introductory note given in the 
last edition of this publication. It was there 
observed that, although the number of banking 
units is comparatively large, the movement towards 
concentration in evidence since a few years before 
the war had, by 1925, resulted in the centralisation 
of the greater part of the country's commercial 
banking power in the hands of some six or seven 
large banks. In the absence of any comprehensive 
banking statistics in the Nether lands, the attached 
summary tables have been prepared from the 
annual reports of these banks, which are enumerated 
in the statement opposite, showing the capital and 
reserves, deposits and total assets of each bank 
individually at the end of 1932. .> 

A comparison with the corresponding figures 
for I925 and I929 given in the last edition shows a 

· striking contraction in the banks' balance-sheets, a 
reflection of the severe deflation which has taken 
place in the Netherlands during the recent years of 
depression. The only bank whose balance-sheet 
was not considerably reduced between I929 and 
I932 is the Twentsche Bank (Amsterdam) which, 
however, absorbed a certain number of smaller 

Capital Current 
account Total 1932 and and time ·~ts """'rves deposits 

Gu1den (ooo,ooo's} 

I. Nederlansche Han-
del-1\laatschappij 100 301 447 

2. Rotterdamsche 
Bankvereeniging. 70 

3· Amsterdamsche 
204 293 

Bank .. . 103 q6 388 
4· Twentsche Bank. 55 184 286 
5· Incasso-Bank . 39 70 122 
6. Bank-Associatie . 9 II 35 

Total. . . 376 916 1,571 

provincial banks in I930 and I931. These had 
either been affiliated to it before or, while previously 
independent, were taken over in connection with 
liquidation on account of failure. The N ationale 
Bankverceniging, which operated since 1925 as a 
formally autonomous affiliation of the Rotter
damsche Bankvereeniging, was amalgamated with 
the latter in 1929. 

Balance-sheet Summary. 

I and 2. Cash Assets, etc. 

Most of the banks under review do not separate 
cash and money on call, etc., in their balance
sheets. Joint figures for groups I and 2 are 
therefore given in the summary table. On the 
other hand, the !>anks generally regard balances 
with foreign banks and, in some cases, Treasury 
bills as cash items. In conformity with the 
principles applied throughout this Memorandum, 
when these items are shown separately, they have 

1925 I 
Treasury bills . . . . . . 2J.O 
Commercial bills. inland and foreign • 117.1 

Total . 140.1 

Total portfolio of aU the banks 392.6 

It is impossible to determine whether the 
composition of the portfolio of the banks 
showing Treasury bills separately from commercial 
bills is typical of that of the other banks. 

4 and 5· Investments and Securities ; 
Participations. 
The banks make no distinction between Govern-

been included in groups 3 and 6 of the summary 
table. 

3. Bills discounted and bought. 
Treasury bills and foreign commercial bills 

are not shown separately by the majority of 
the banks under review. For those banks 
(Amsterdamsche Bank, Twentsche Bank and, 
since I930, Bank Associatie) which do show their 
holdings of Treasury bills separately, the composi
tion of the portfolio was as follows : 

1929 I 1930 I 1931 I 1932: 

Gulden (ooo,ooo's) 

29.0 57-4 59-J 62.7 
109-4 6g.2 68.2 J4.6 

1j8.4 u6.6 127-5 97·3 

414.1 419.0' J41.1 JJ4.3 

ment and other securities in their balance-sheets. 
The figures shown include securities borrowed 
(especially by the Twentsche Bank) from their 
shareholders for the banks' ov.n use. 

The figures for participation include the 
investments of the Nederlandsche Handel
Maatschappij in plantation enterprises. The 
participations of the other banks are not only in 

tll 
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LEADING COMMERCIAL BANKS Table 16 raJ. 
~ 

SUMMARY. OF POSITION. AT THE END OF : 

Nnmber of banks •• . . . . . . . . . . . .: . . '7 

ASSETS. 

z. ea;:J (;d<i six~· ~d· ~;ill~ :: : : : : ( 
(6) I~ n~t~. ~~-~~ ~-i~ _c~~~ ~ . 101.5 

z.. Other Items of a Cash Nature • • • . • • • • . . 
J. Bills discounted and bought • • . • • . . • • 

. (c) Treasmy bills. • . • . . . . . . • . • 
(6) Commercial bills, Inland. . . . . . • • 

392-~ 

(f;) Commercial bills, Foreign . . . . . . • · -
4- Investments and Secwities. • . . . . . • . . 138.5 

(•) Govenunent ..•.••.. , .•.• 
(6) Other • • • • • • • • • • • . • • • . 

5- Participations. • . • • • . . . • • · • • · • 
6. Due from Banks (Correspondents). .. • . • • • 

( •J At horne. • • . • • • • . . • • ·• • • • · -

1930 . 1931 

6 . 6 .6 

Gulden (ooo,ooo's omitted) 

93-0 105.8 '120.6 

·-
101.1 

41.2 
. 110.5 

·-
70.2 

2J6.3 

. 341.1 
-. 

uo.8 

- (6) Abroad . • . • • • . • • • . •. . • • • 
1· {nans and Advances. • . • • . . . • • • • • 952.4 1,062.8 964.1 875·7 

(•) On current account . • . . . • . . . • 565.:.1 58:1.9 646.9 593.3 
(6) Other- • • • • • . ·• . • • • • • ·• . • . · 387.2 479-9 317.2 zh.of 

8. Cover- for Acceptances. • . • • ·~-. • . , • • 10!j.J 128.8 106.3 65.2 
C). Premises. etc. • . • . • . . . . • . · . · . ;,6.7 ~9.1 31.5 35·5 

m. Sundry~ . . . . . . . . . . . . . . . 7.2 2.1 1.5 1.7 

193:.1 

334·3 

91.6 

686.8 
476.8 
:uci.o 
40.2 
36.1 

1-4 
1,570.4 II. Total Assets • • • . • • • . • • • . . . . . 1,882.0 1,982.7 2,055.0, 1,738.7 

1-----·1--,--~l~----r-----

LIABn.mEs. 
u. Capital paid up. . • • • . • . • . . . •. . .. 
1 > Re:serve Funds • • • .. • • • • • • . .. • • • 
I4- Profit-and-Loss Accounts, l:ndivided Profits, etc. 
15- Cheques and Drafts. etc.. in circulation •..•••• 
16. Due to Banks (Correspondents) • • • • . • • • 

(a) At boule. .. • • .• ,. • • • • • .. ,. .• • 
(6) Abroad • • • • • • • • • • • • • • • 

;z62.4 
149·4 

20.9 
32.0 
45·3 

258.3 
139-7 
27-5 
45-2 
19.2 

262.8 
135-5 

21.4 
40.1 
5·9 

262.8. 
u6.8 

7-1 
25.0 
10.1 

10.1 

262.4 
IIJ.8 
. 10.2 

14-5 
6.o 

6.0 
17~ ~ts . ... ~ . . . . . . .. . . . .. . . . 

( •J Current accounts and sight deposits • • • 
( 6) Savings aa:ounts • • • • • . • . • • • 
(e) T .une or fixed deposits • • • • • • • • • 
( 4) Other deposits • • • • • • • . • • • • 

45·3 
I,26I.O 

681.2 

19.:.1 
1.355-2 

6]4 ... 
1,241.2 l,II2.0 

584.o _ 6o5.8 

351-2 
228.6 

18. Rediscounts and other Borrowings • • . • • • 
19- Ac.ceptances and Endorsements. ·, • • • • • • 105.3 
'2b# Sundry Liabilities.. . .. . . . .. .. .. . . . . . s. 7 

- 128.8 
8.8 

106.3 
9·9 

u: Total Liabilities. • • • • • • • • • • • . • • 1,882.0 1,982.7 2,055.0 
1----t-'---

40·7 42.2 46.1 

40.2 40.2 

2%.. Guar-a.Jtee:s • .. .. .. .. .. .. .. .. • • .. .. • .. • • 
23- Value of currency io cents of a U.S. dollar at 

tbe end of each year. • • • • • • • • • • • 

]81.9 
:.175·3 

... 65.2 40.2 
10.5 11.3 

1-::-=-;-1 
1,738.7 1,570.4 

38.2 35-7 

40·2 • 40·2 



NETHERLANDS. LEADING CG::\1:\IERCIAL BANKS Table l:J (b) • 

. 
SUMMARY OF PROFIT-AND·LOSS ACCOUXTS 

AND DISTRIBUTION OF PROFITS 

ACCOUNTS 
FOR THE YEARS : 

.. 
192S 1929 1930 1931 1932 

Number of Banks. ' . . . . . . . . . . • . . . 7 6 6 6 6 
I - ~ 

Gulden (ooo,ooo's omitted) 

Capital paid up. . . . . . . . . . . . . . . • 262.4 258-3 262.8 262.8 262.4 
Reserves and Undivided Profits. . . . . . . . • 150-9 I41.2 137.1 118.2 115-1 

I. Gross Profits . . . . . . . . . . . . . . . 70.8 81.2 70.2 60.8 60.7 

To be deducted : 
2. Expenses. . . . . . . . . . . . . . 34-9 37-4 34-2 33-3 31.3 

(a) Salaries, etc. . . . . . . . . . . . - - - - -
(b) Other working expenses . . . . - - - - -
(c) Taxes, etc. • • . . . • . . . - - - - -

3- Reserved for Pension Staff Funds, etc . . . 1.3 2.2 1-7 1.6 1.5 
4- Written off on Depreciation Accounts for. . . 14-4 17-3 15.0 27.8 19.8 

(a) Premises, etc.. . . . . . . . . . 2.5 4-8 4-0 2.2 3- I 
(b) Investments and securities : . . . . . I II.Q 12-5 I I .o 25.6 10.7 (c) Other assets . • . . . . . . . 

5- Remaining Net Profit ( +) or Loss (-) . . 20.2 24.3 19.3 -1.9 8.1 
6. Carried forward from preceding year. . . . 1.5 I.S 1.6 I+ I.3 
7· Taken from Reserves or Capital. . . . . o.6 I-4 - 6.o -
8. Total Amount disposed of for Dividends, etc .. . 22.3 27.2 20.9 5.5 9.4 

9· Carried to Reserves . . . . . . 3-i . 2.1 1.2 0.2 1.2 
IO. Dividends . . . . . . . . 14.h 20.5 16.5 4.0 6.8 
II. Directors' Fees, etc . . . . . . . 2.1 3-0 1.8 - u.s 
12. Carried forward to following year . . . . . . I. f) 1.6 1.4 1.3 o.q 

13. Total as above . . . . . . . . 22.3 27.2 20.9 5.5 9.4 . 
14- Value of currency in cents of a U.S. dollar at . 

the end of each year. . . . . . 

industrial and trading undertakings, but also in 
financial institutions, and thus include hank 
affiliations. As a rule, a clear distinction between 
those two classes of participations is not made in 
the balance-sheets of the banks. 

6. D11e from Banks (Co"espondents). 

The sums shown in this group of the summary 
table are incomplete. They represent almost 
exclusively foreign accounts (mainly the balances 
with foreign banks to which reference is made in 
the note to groups I and 2 above) and deposits 
abroad for the account of third par~ies. Accounts 

. . 40.2 40.2 40.2 40_;2 40.2 

. with domestic banks are, as a rule, not separated 
from the ordinary current accounts, shown as 
item 7(a) of the summary table. 

7 and 8. Loans and Advances; Covtr for 
Acceptames. 
In the case of banks which do not distinguish 

cover for acceptances among their assets. a sum 
equivalent to the amount of their acceptance 
liabilities has been deducted from their loans and 
advances and carried to group !I in the summary 
table. 

As stated in the preceding note, advances un 
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curre11t account shown under (•) in this group of 
the summary table include accounts with other · 
banks. mainly domestic. The swns under (b) 
inclOOe contango loans. which represent a very 
important hnnch of activity of the Dutch banks, 
othft- forms of loans against securities and 
unspecif~ debtor accounts. Contango liabilities 
an: included under (l) in group 17 of the talie. 
Guar.mtees (&r~) an: e.'\:cluded altogether 
and an: shown under a separate beading (Item u) 
outside the balance-sheet summary proper. • 

I6. Dw ID BCIIks (Cqrpespor.Jnlls). 
So>e note to group 6 abo\'e. 

I7-~ 
· Cum!nt accounts include swns due to domestic 

. 
Yran 

Leading General Banks 

-
Cunent Deposit Total 

ace. . ace. (•J+(b) 

(a) (b) (c) 

I'}Z5 •••••• • •. -•• • •••••• 681 351 1,032 
19-'9 - .... - ..•••. - .•. : • 6:H 458 1,01)2 
19.30 .....•••..•••••••. 112 511 :1,22~ 

19JI .............. ;--· sS.J • 382 966 
14}32 .................. 6o6 311 917 

banks. Several of _the banks under review 
established special savings bank departments after 
the war, but the deposits in these departments are 
not separated in the balance:-:sbeets from ordinary 
deposit accounts, which are shown under (c) in 

· this group of the summary table. These include 
both sight and short-term deposits and time or 
fixed deposits, since no distinction is made by the 

. banks between these · groups. No uniform 
principle is followed by the banks with regard to 
the distinction . between " creditor . current 
accounts " and " deposit accounts "~ The relative . 
importance of the deposits of the general banks 
compared with those of the savings banks and of 
the Agricultural Credit Societies may be seen from 
the following statement. · 

Gulden (ooo,ooo's) 
. . 

Total Post Other Agricul· savings Grand totals 
office 

savings savings tural bank 
bank societies 

1it:);~ bank deposits deposits (,)+(1} (bJ+(g) deposits +(} 

(d) (e) (/) -w (II) (i) 

312 281 343 936 1,968 1,287 ' 
351 381 456 1,188 2,28o 1,646 
375 430 -t8o 1,285 2,5o8 1,7¢ 
439 449 - - - -
soo - - - I - -

1lle sums shown under I7 (l) in the summary borrowed for the banks' own use. (d. note to 
table do not in their entirety represent deposits in group 4 above),· some rediscounts not shown 
the same sense as those discussed above.t They separately and certain other creditor accounts not 
inclode the liabilities ol the banks to their contango clearly specified in the balance-sheets. 
CllSt~J~DeB, etc., the deposit liability for securities 

SumiiiAI]' ol Proflt.-anci-Lo111 A.eeounill. 

L Gross Profih.. 3· Reservelfor PmsiotS Furuh, de • . 
1lle sowce of the iross profits according to The swns given include a small proportion 

dzmcr ol aS!!ets and nature ol operations is not representing ~nus to the staff. 
1IDifonnly shown by the banks, and in !IOIDe cases 
oo specified information is given. It cannot, of, 5 and 7· D~"iaJiotS: Nel. Profil or Loss: 
tbenfore. be summarised. Some of the banks ' Takett_''/rom Reserves or Capital, . 
would appear to make certain provision for . As stated above, the figures for depreciation 
depr-eciation and contingencies before disclosing provisions may not be complete. It will be noticed 
their profit .figures. Therefore, the sums..given that. the banks covered by the Summary Table 
in this aDd in certain other groups of the summary J;howed a net Joss in 1931. · · · . · . 
table may DOt be complete. 

xo. Dividmds. 
3

- Ez~. · The 1umi shown include a small proportion of 
As a rnJe, an itemised account of expentes is not dividend taxea not deducted by some of the banks 
~ in the statements publisbed by the banks. under review. 
Some proviW.111 for depreciation may be concealed 
in the aggregata given- at least, for certain years. ~~- Diredqrs' Fees, de. 
So Wliform principles are foDowed by the banb The lllDll given in thil group of "the table are 
with regartl tn the accounting of dividend taxes : not complete, u 10me of the banks include at 
when thete are 100wn .eparately, they have been least part of the feea and remuneration• to directors 
ind~Jik,J IUltk expm~ in the summary table. • under expenses. -----
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lntzoductory Not.-. 

In the first edition of this Memorandum, a 
detailed analysis was given of the evolution of 
Norwegian commercial banking, particularly during 
the long-extended period of pairful liquidation of 
the inflation which occurred during and immedi
ately after the war. Attention was directed to the 
measures taken in accordance with the Law of 
:!\larch 1923, whereby a large number of insolvent 
banks were enabled to continue certain operations 
under public control pending ultimate liquidation 
or reconstruction, instead of entering into imme-

NUMBER OF BANKS 

diate liquidation. In the summary tables and the 
detailed notes, the accounts of these banks were 
shown separately from those of the " free " banks. 
For reasons of space, however, this distinction 
(though still maintained in the official statistics) is 
no longer made in the attached summary tables 
and detailed notes, which refer exclusively to the 
" free " banks ; the following statement, however, 
indicates the relative importance of banks in 
liquidation and under public administration in the 
years covered in the present edition : 

DEPOSITS TOTAL ASSETS 

Banks administrred Banks arlministPrt>d 
Admi- Free banks and in l'rrt> b::m~!' and in 

nistered 
Free and in 

liquid a-
1\.r. tion 

ooo,ooo's 

1925 127 33 1,246 
1929 . 112 39 t,os8 
1930 '· 112 39 1,048 
1931 . 112 .13 994 
1932 105 28 883 

Between 1929 and 1931, there was no change in 
the number of free banks in operation, while the 
number of institutions in public liquidation or 
under public administration has been falling 
since 1930. For several years, the policy of the 
responsible organs has been not to authorise any 
attempts to reconstruct the latter bank$ (reduced 
to 28 in 1932), which will therefore all be completely 

(OIIIIERCIAL BANKS 

END OP Number Deposits Loans 
of 

banks 
Kr. (ooo,ooo·s) 

1925 100(127) 1,994(1,1!)6) 2,o69(1,438) 
1929 151(112) 1,596(1,019) I,J20(1,09J) 
1930 151(112) 1,498(1,025) 1,225(1,116) 
1931 145(112) 1,373 (948) I.J76(1,114) 
1932 IJJ(IOS) 1,246 (852) 1,095(1,043) 

The figures in parentheses refer to the so-called 
" free " banks. It will be observed that, between 
1925 and 1929, the credit structure of the 

liquidation liquidation 

Kr. Kr. Kr. 
% " % % ooo,ooo's " ooo,ooo's ooo,ooo's 

00 831 40 2,281 6J I,J 53 37 
64 6o; 36 1,]10 if>. 87~ .14 
(>8 sor 32 1.723 72 678 28 
69 448 31 I ,{1 12 73 001 27 
(><) . 397 Jl I.S"4 75 533 25 

wound up. 
The relative position of the commercial banks 

in the Norwegian banking system is shown in 
the following statement comparing the deposits, 
loans and advances (including discounts less 
rediscounts) and security holdings of the 
commercial and of the savings banks on selected 
dates: 

SAVINGS BANKS 

Securities Number D•posits Loans Securities 
of 

banks ----
Kr. (ooo,ooo"s) 

H8(327) 584(577) 2.S4i 1,805 651 
374(286) 6J3(6IJ) 2,287(2,221) 1.547(1.507) 731(72r) 
359(290) 627(612) 2,234(2,182) 1,492(1.463) 740(7 J2) 
299(249) 622(611) 2,150(2,110) 1.458 724 
276(232) 617(610) 2,114(2,088) 1,444 729 

commercial banks contracted quite sharply, while 
that of the savings banks fell considerably less, 
both absolutely and relatively. This tendency 



~oRw . .u·. COMl\lERCIAL BANKS, Table 16 (a). 

I 
ACCOUNTS 

N umbel- of Banks. • .. .. .. . . .. .. . . .. 

AssETS. 
I. Cash.. • .. .. .. • • • • .. .. • • .. • • .. • • • 

(a J f".old. silver and small coins • . • • . . 
(h) Inland notes and balances with CentJ:a} 

'Bank .. . . . • .. .. .. . . . • • • • . 
2. Other Items of a Cash Nature • • • • • . . • 
J. Bills discounted and bought. • . • _ • , • • • . • 

(a) Treasury bills. • • . • . • • • • • . • 
(h) Commercial bills, Inland. . • . • • • . 
(c) Commercial bills, Foreign . • . • • • • 

+ Investments and Securities. • . . • • . . . . 
(•) Government • • .' • . . . . . . • • • 
(6) Other .- •••••..••••..•. 

5- Participations. . . . . · • . • . • • • . . • • 
6. Due from Banks (Correspondents). • . • • . . • 

(a) At home. . .•..••.•.••.. 
, (h) Abroad ....•.•.•••• · •. · 
7· Loans and Advances. • • • . . • . • . . . 

(•) On cw1ent account .•••. ' ..••. 
(6) Other • . • • • . • • . .. . • . • . • 

8. Cover for Aoceptances • . • • • • . , • . .. • 
9- Premises, etc. . • . . . . . . . • . . . . , . 

IO. Sundry Assets . . • • • . • • . . . . . • • 
II. T otai Assets • • • • • • • • • • • • • • • • 

WBIUTJES. 
\ 

u. Capital paid up. • • • • . • . • . . • • • • 
I 3- Reserve Funds • • • . • • • • • • • . • • • 
Lf. Profit-and-Loss Accounts, Dividend Accounts, etc. 
15- O!eques and Drafts, etc., in circu1ation ••.•• 
16. Due to Banks (Conespondents) • • • • . . • • 

(a) Athome •.••••• ; ••••••• 
( 6) Abrc>a.d • • • • • • • • .. • • • • • • 

I7. ~ts . ................. . 
(a) Current accounts and sight deposits ••• 
(6) Savings accounts • • • • • • • • • • • 
( e J Tune or fixed deposits • • • • • • • • • 
fl) Othft- deposits • ; • • • • • • • • • • 

r8. Redisc:ounts and Other Bon-owings • • • • • • 
It). ~ .li:D~ .Endorsements. • • , • • , , 
20 ... Stmdry liabilities. • • . . • . • . . . • • . 
%L Totall.ia..mlities. • • • • • • • . • . • . . : 

22. Value of currency in cents of a U.S. dollar at 
the end of each year. • • • • • • • • • • • 

. 

. ' 

SUMMARY OF POSITION AT THE END OF : 

Free 
banks 

127 

Fnoe 
banks 

liZ 

1930 

Free 
banks 

IIZ, 

19]1 

Free 
banks 

112 

Kroner (ooo,ooo'a omitted) 

. s6.s s6.I 4S·3 

0.2 
439-2 

4Z5-3 
13-9 

326.8 -
222-4 
109.0 
113-4 

1,002.3 
995-4 
. 66.9 

22.1 
23-2 

129-7 
1,281.3 

227.8 
II4.1 
14-7 
u.s 

4S2.8 
210.2 

242.6 
1,245·6 

89.8 
r, ro6.6 

0.6 
357·8 

]]8.1 
19-7 

28S-9 
a .... 

:ZOI.8 

176.8 
93-1 
83-7 

754·7 
674·6 

80.1 
17.8 
23.1 
J6.6 

1,709.8 

1(J6.1 
66.6 
12.0. 

13.1 
321.0 
26].3 
57·7. 

1,os8.2 
124.1 
894·4 

o.6 
373·4 

]61.2 
12.2 

289·7 
' 81.8 

173·7 
98.8 
74-9 

753·8 
672.0 
8J.8 
16.9 
23-4 

. 35-6 
1,723.1 

200.8 
70.8 

xo.s 
J20,:Z 
269.9 
50.] 

x,o84.1 
127.8 
897-0 

49-2 39·7 59-3 
B6.g 9.8 8.s 
19.1 17 .o •is.6 

108.8 16.o 12.7 
1,281.3 l-:-1 ,"=7""'09:-.8::::-+-::1:-:, 7=::lo:3-::.l"'1 

20.3 :z6.6 :z6.6 

0-4 
3S7·2 

345·9 
II.] 

248.6 
72.2 

176·4 

138·9 
81 ... 

57·5 
755-4 

- 668.0 

87·4 
9·4 

23-5 
33·0 

1,611.7 

9·6 
348·3 
]06,2 

42-1 

993·7 
112-7 
835·4 

45·6 
15-7 
9-2 

13·4 
1,611.7 

' . . 

.x8.s 

193Z 

Free 
banks 

lOS 

S3-7 

332-7 
11.0 

232.0 
63·9 

r68.1 

I58.s. 
ro6.o 

52-.S 
708.2 
627-4 

8o.8 
10.4 
22.7 
33·9 

1,563.5 

183-3 
5J.I 

10.4 
399·9 
348.8 

,SI.I 

883.2 
99·5 

752.1 

-· 
31.6 
IO.O 

' 12.3 
II.3 

1,563.5 

16.g 



NORWAY. COMMERCIAL BANKS. Table 16 (b). 

I 
SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 

AND DISTRIBl'TIOC\1 OF PROFITS 
FOR THE YEARS : 

ACCOUNTS 
1925 1929 1930 1931 193l 

Free Free Free Free Free 
hanks banks hanks banks banks 

---
Number of Banks. . . ... . . . . . . . 127 ll2 liZ ll2 105 

----
Kroner (ooo,ooo's omitted)' 

Capital paid up. . . • . • • • . . . . 227.8 11)6.1 zoo.H 170-5 II'J.J 
Reserves and Undivided Profits . . . . . . II5.I 67·4 7UJ 52-3 53-8 

I. Gross Profits . . . . . . . . . . . . . . 55.5 42.6 44.7 44.8 43.2 

To be deducted. . . . . . . . . . . 
2. Expenses. . . . . . . . . . . . . I 23-3 21.2 22.0 23-9 2.!..7 

(a) Salaries, etc. . . . . I 18.61 13-4 13.8 '4·3 IJ. 4 
(b) Other working expenses . . I 4-S 4·4 4·6 4·4 
(c) Taxes, etc .. . • • . . . . . . 4·7 3-3 3·8 j.O ·I· CJ 

3· Reserved for Pension Funds, etc .• . . . - - - - -
4· Written off on (Depreciation Accounts fort . . . 39-3 8.8 'J. I 6].8 IZ-5 

(a) Premises, etc .. . . . . . . . 1.4 0.7 - - -
(b) Investments and securities . . . - ( 37-9 ~ 1.4 - - -
(c) Other assets • . . . . . • • . . 6.7 - - -

5· Remaining Net Profit ( +) or Loss (- )- -7.1 +ll.6 +13.6 -42.9 +8.0 
6. Carried forward from preceding year. . . .. . 1.0 o.B I.I I.O 0.7 
7- Taken from Reserves or Capital. . . . . 23-3 3-6 I-4 22.9 0.5 
8. Deficit left uncovered . . . . . . . . - - - 32.6 4-2 

9· Total Amount disposed of for Dividends, etc .. . 17.2 17.0 16.1 13.6 13.4 

IO. Carried to Reserves . . . . . . . . . . . 3-3 5-B 4·6 6.g 5-5 
II. Dividends . . . . . . . . . . . . I2.6 IO.I 10.5 6.0 6.1 
12. Directors' Fees, etc . . . . . . . . . . . . - - - - -
13· Carried forward to following year . . . . . . 1.3 1.1 1.0 0.7 1.8 

I4- Total as above • . . . . . . . . . 17.2 17.0 16.1 13.6 13.4 
15. Value of currency in cents of a U.S. dollar at 

the end of each year. . . . . . . . 

was intensified during the economic depression, 
and, at the end of 1932, deposits in the " free " 
commercial banks were less than half as great as 
those in the " free " savings banks. 

In addition to the commercial and savings 

. . 20.3 26.6 26.6 zs.5 16.9 

banks, there are a number of mortgage institutions 
operating in the country, the aggregate loans of 
which, at the end of 1932, amounted to almost 
900 million kroner granted practically exclusively 
against issue of mortgage bonds. 
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1• c.a Norway in addition to coins and notes. Details 
. are shown below : 

This item includes lqlante5 With the_ Bank of 

Kr. (ooo,ooo's) 

- .,., 
I~ 

1930 1931 1932 

Gold. Mbsidi•ry coiDa &Del -es .. 21-5 I ll-3 14-2 a&. a 20.7 
... _ witJa C.tnl Baak ••• . 33·9 J3.2 31·9 17-1 JJ.O 

Totals • • • • • • • ·I 55·4 I 

wttency. 

• 

1925 

r-.-Bills: --n· -led . . . . . . . . . . . 365-2 
Reot' MEted. . . . . . . . . . . 6o.l 

T-.. . . . . . . ... 425·3 

Tbe ftdiscounts are likewise included onder 
" liabilities in group 18 of the summary table. 

The protested bills are also shown separately 
aud are iocJnded in the snmmary table in Sundry 
As&ets (see ~ to group 10 below). 

-
. 1929 

"-r-· --atau: . 
M . -

l 1'-f.. . 
64-7 . . . . . . - . . .. 

Boads ol ~ aDd Faber 
Baab.etl:. . . . . . . . . • . • I . 45-1 

Otil« '-b . . . . . . . . . . . 38-9 
Sba- . • . . . . ' . . . • . . 40-1 

Tola~ 
. :I . . . . . . . . . 188.8 

F.np-.i~iu: 
' Cow a mt'-1.. . . . . . . ,_. 

Otil«'-b;olld ~ : . . . . . . s-• 
TGitU . . . . . . . . . . IJ.O 

201.1 

the statistica for I9ZS do not give the detailed 
c:ompositioa of the lleCUritiet aud investment• of the 
hanka 

56.5 I $6.1 45·3 Sl-7 

J. Bills tliseowrtlel •tul boNghl. 

Treasury bills are little used in Norway. AI 
banks have to report their 'rediscounts, which. 
are included in the statistics in the bill portfolio 
as follows : 

. 
Kr. (ooo,ooo'o) , 

1 1930 I 1931 1932 1929 

\ 

\ 
334-S 351.2 3Js.a 328.8 

3·6 J.O 10.1 3·9 
338.1 361.2 345·9 332·7 

4 and 5· lnveslmertts t~ntl S«t~riliu : PIITlici· 
p.lions. 

The investments and securities· other . than 
Government bonds shown in the summary table 
(group 4 (b)) are composed as follows : 

Kr. (ooo,ooo's) . 
., 

1930 - 1931 1932 

51·· 45-7 4'-3. 

39·3 J1·1 35·!1 
40.0 4Q.6 3!·3 
43-11 31·1 40·4 

llo-9 161.7 153·1) 

I . 

13.6 1·4 . 1·• 
13-4 1-3 1·0 -.,.o 14-7 14.2 

I 176-4 168.1 

The balanc:e-theet model of the banking atatistics 
doet not contain any separate heading for partici· 
pations, but the greater part of the share holdings 
would appear to represent induatrial participations. 
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6. Due /rom Banks (CorrespOtJdenls). · 

The sums shown in the summary table as due 

192s 

Due from banks abroad ... 25-• 
Debton in foreign currency : ... 88.2 

Total • . . . . 113-4 
I 

7. Loans and Advances. 

The sums given under (a) in this group of the 
summary table represent sundry debtors, cash 
credits, etc. Since 1925, an amount equal to the 
acceptances has been deducted from this item 
and carried to group 8 of the table (see note below). 

1925 

Cover lor acceptances. . 4·9 
Current reimbursements . . 17.2 

Total . . - 22.1 

ro. Sundry Assets. 

Details are shown below : 

192.5 

Real estate taken over by the banks 5·5 
Protested bills • . . S·• 
Inter-accounts with branches . ]0.1 

Other assets . . . . 48·9 
Total 129-7 

I 

Only the net balance of the inter-accounts 
between head offices and branches figures in 
the statistics for 1929-1932, while gross amounts· 
are given for 1925. 

' 

192.5 

Onlinary reserve funds . 86.9 
Other reserve funds 2].2 

Total . 114.1 

from foreign banks (group 6 (b)) include debtors 
in foreign currency : 

Kr. (ooo,ooo's) 

1929 1930 1931 1932 

57·9 43·4 21.] 19-J 
25.8 3I.S 35-8 33-2 
83·7 I 74-9 57·5 s•-s 

The figures shown under (b) represent collateral 
loans. 

8. Cover for Acceplanus and Reimlmrsement 
Credits. 

The composition of this group of the summary 
table is given below : 

• 

Kr. (ooo,ooo's) 

1929 1930 1931 . 1932 

1.0 1.5 o.s o.6 
16.8 15-4 . 8.~ 9-8 
1].8 16.9 9·4 10.4 

Kr. {ooo,ooo's) 

1929 I 1930 1931 19]2 . 

4-1 I J.7 3·6 4-• 
2.6 2.1 2.1 !.IS 
3·' 9·9 6.3 11-9 

26.8 19-9 21.0 t6.u 

j6.6 35-6 3J.O 33·9 

12 and 13. Capital and Reserve Funds. 

Excluding uncalled capital and the bi!Jlks 
holdings of their own shares. 

The composition of the aggregate reserves shown 
in the summary table is given below : 

Kr. (ooo,ooo's) 

1929 1930 1931 1932 

57·' 6o.o 40.1 . 43·0 
9·5 10.8 11.2 10.1 

66.6 ]0.8 5'·3 53·' 
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Pm.<:io.lll funtis are indudN in SWidry liabilities statistics under the heading " Certificate capital '' 
t-~ to group zo below) in 1925 and 1929, but and are included in · group 18 of the summary 
are DOt shoWD 'St'parately from " other reserve table. See note to that group. · 
funds N siDce 1930- -

Ill tbt banking law it is stipulated that, before IS. C~· 111111 Dreits iri Circf4l44k.. 
uv distribution of dhidends. etc., is made, one- The sums given in this group of the summary 
fifth of tbt annual profits must be carried to the . table consist of post bills and notified cheques. 
ordinary n:sene fund until it bas reached half of 
tbt share capital · 16. Dtu w B•flks (Carr~). · , 

Thl- •• other reserve funds " sho•n above consist . 
,.r t~ution, U crrJn1. dividt'lld n-gulation and · The amount shown as due to banks at home 
building funds. etc. · · · - · .. · --· · - in 1925 include · 9.6 million- kroner specified as 

Ill tbt bt-ginning of the post-war crisis. some of borrowings. 
tbt banks, with a · '\ieW to strengthelling their The sunlS shown in the summary table as due to 
position. rai.~ additional funds against the issue banks abroad include creditors in foreign currency 
of spt'Cial hoods. These funds are shown in th~ as follows : · · · · 

. Kr. (ooo,ooo's) · ' ' ' 

IIIZS ·~ 1930 1931 193" -
Dw: ta bulb alllmd - . ~.- .. aJI,o -. _ ... i.J- . .... . 31·• .. .. -. ·~· . 17·3 --· ....... 1$.0. 
CftditDn ia ioftila CUIIttiCJ' . . . . 104-6 16.4 1).1 24-8 J6.1 

Total . . . . . . . . - :a.p.6 S7·7 .. S0·3 42-1 sr.r 

' 
Thl- greatel' part of the sums due to creditors in the summary table) are given in the statistii:s 

mip currency represents balances received from under the beading " Sundry creditors ". 
mst""""'S for deposit on exchange .acmrmt with... -· _The. Jlllusually low .. ratio of demand .. to . time . 
fuRign banks These balances are included in the deposits is due to the fact that, according to 
assets under debtors in foreign currency (see note Norwegian banking practice, time deposits may 
to group 6 above), and thus represent operations br drawn upon to a large extent at sight, like 
b third parties. cunent acmrmts. . .. 

Of the amount due to banks abroad in 1925. Of the total demand and time deposits, 56.8 
0.2 nnllim lnww is micated in the statistics as · million kroner is indicated in the statistics of ·1925 
borrowings. as held by foreigners. 

17. DefJosils. 
I8. Ralis&otlttll liM. on- Borrofllinrs. 

Savings aa:ounts are not 5hown separately from · ' · • • 
time depoRts. Other deposits (group 17 l) of The composition of the sums ebown in tile 

1925 

Capital ........ 
Jted• -u: 

. . . . . . . . 16.3 

At..__ . . . . . . . . . . . 6o.a 
Abaa4 . . . . - . . . . . . . 6.6 ... ,... wa fwowa acco.at . . . . 3·9 

T_. . . . ; . . - . . 86.g 

It it~ in the official report that practically 
the whole of the amount• llbown above u 
redilcoauu abroad repcetent foreign bin.. 

summary table is given below : · ' .. 

Kr. (000-'1) • . 
1929 19)e 1931 1938 

J.O J.O ' J.O . J.O 

J-6 3.9 . 10.1 • 
.. 

3·9 
0.1 o.a o.s 0.4 o.s 0.4 0.1 0.1 
9·· ... , . •5·7 10.0 

19. .f'cupta""' 4..J Reimbfll'remml Cralill. 

The acceptancra (for the account of client.) and 
reimbunrment liabilitira included in tbii group of 

•. the summary table are civen below : 
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1\r. (ooo,ooo's) 

ltJZS 1929 ICJ.\0 I'JJI 1()}2. 

-
Acceptances . . 4·9 1.0 1.5 o.s o.6 
Current reimlmrscments 14-2 16.o 14.1 8.7 117 

Total . 19.1 17.0 •s.6 9-l U.J 

20. Sundry Liabilities. 

The composition of this group of the summary table is given hi' low : 

19ZS 

Pension func.ls . 1.6 
Mortgage debts on premises and real 

estate taken over 1.2 
Interest accounts 4-0 
Inter-accounts with the branches 68.4 
Other accounts . . 

Total . 

Since 1930, Pensions 
" other reserve funds ". 
and 13 above. 

As already mentioned 

. J3.6 
108.8 

F,unds are included in 
See note to groups 12 

in the note to group 10 

Kr. (ooo,ooo's} 

1929 1930 1931 1933 

0.3 . . . 
1.2 0.7 0.7 0.9 
J.6 3·3 4·4 •·9 
1.6 1.6 .(.6 o .. l 
9-3 7-1 3·7 7·• 

16.o 12.7 13·4 11.3 

above, only the net balances of the inter-accow1ts 
between head offices and branches are included 
since 1929, whereas in 1925 gross balances arc 
included. 

Summary or l'rofit-and-Loss Aooountij, 

I. Gross Profits. 

According to details given in the official statistics, 
about 75 to So per cent of gross profits are derived 
from net interest on loans and diswunts and the 
remainder from commissions, securities and foreign 
exchange, etc. The figures shown in the summary 
table for 1925 and 1929 include small amounts 
recovered from assets previously written down. 

' 2. Expenses. 

The sums shown under the heading " Sala
ries, etc. " include directors' fees, which are not 
shown separately in the statistics.' 

I92,S 

Carried lo: 
Ordinary reserves . 1.1 
Taxation and other funds 2.2 

Total 3-3 . 
' 

3· Reserved for Pension Funds. 

The aggregate sums reserved for this purpose 
are too small to appear in the summary table. 

!:· Net Profit or Loss. 

It will be noticed that, in 19~5 and 1931, the 
" free ".banks as a whole suffered a net loss. 

10. Carried to Reserves. 

The sums shown in this group of the summary 
table were divided as follows : 

Kr. (ooo,ooo's) 

1929 1930 1931 1932 

4·4 3-1 3·4 3·• 
1-4 I.S 3·5 •·4 

s-8 4·6 6.9 S·S 



POLAND. 
' . 

Tbe structure of the Polish credit system was joint-stock banks and large private banking houses 
desaibed in some detail in the last edition of this in existence at the end of 1930, the capital stock 
ll -.aJ-.. During I9JI and 1932. a yery . of som~twenty-five was owned wholly or in part 
sharp contraction of commercial bank credit took abroad. These banks transacted about half the 
place ill Poland ; in these two years. the total business of all joint-stock banks operating in 
babnce-s~t of the joint-stock banks and principal Poland. In addition, certain Polish institutions 
Jrinte banking houses, on 11·hose returns the worked with large foreign credits. There are, at 
summary table preiffited in this chapter is based, present, five bcanche5 of foreign ,banks operating in 
declined by over 1,000 million zloty, or more than Poland ; in particular, the German " D " banks 
ooe-third. This drastic liquidation was rendered maintain branches in Polish Upper Silesia. The 
posslllle by the fact that, in the evolution of the most important folieign afliliate carrying on business 
Polish banking system after the war, the State in Poland is the Commercial Bank of Warsaw, 
banks - the National Economic Bank and the founded in 1870 by the NiederOsterreichische 
State Land &Ilk - had taken over, in large Esoomptegesellschaft. In recent years, part of 
measure. the task of meeting the long-term credit the ownership of this bank has passed into the 
requirements of industry and agriculture, thus bands of Italian, British, American, Belgian and 
Jea,ing the commercial banks free to specialise in Hungarian groups. TheDiscountBankofWarsaw, 
commercial discounts and other short-term credits, until recently another important medium of foreign 
which are more amenable to liquidation. The ·credits, is an afliliate of the Austrian Creditanstalt, 
sharp aedit deflation in Poland must be considered as are the Mortgage Bank of Lemberg and the 
in conjtmetion with the fact that this country Silesia Creditanstalt in Bielitz. Austrian interests 
has. up to the present. maintained its currency are further represented by the Allgenieine Bank
Oil an llllllStricted golil basis and has placed no verein, which was · originally founded by the 
legal restrictions in the way of the withdrawal of . Wiener Bankverein, and is now supported by the 
beign sbort-term capital invested in Polish banks Banque Beige de l'Etranger and the Basler 
and industries..• Handelsbank.. Of the other afliliates of foreign 

Foceigo sbort-terrn capital has. in fact, ._n banks, the largest is the American Bank in Poland. 
extensively withdrawn from Polish banks since The magnitude of the .. withdrawals of foreign 
1929- 'l'b& capital ,.-as invested in Poland largely short-term credits which have taken place from 
through the interJnt,diary of the Polish branches or Polish banks in recent years is illustrated in the 
afliliates of fm'eign banks Of the sixty-four following table: · 

Sltorl-Terrr~ Foreig11 Borr11111ings of PolisiJ Banks. 

Zloty (000,000'1) 

. 
Elld af : 

1929 1930 1931 193~ JUDe 1933 

F..,_, • -.. 
c. , .... .. ...__ ............ . 
~ .. . 
I: .... Stat.. 
CJdooq •••• 

.. ,./ .. ...... 13S 179 9S s6 46 
116 83 93 72 62 
99 104 66 s6 S9 
97 64 43 31 28 
6s 6S 16 11 4 

161 

I 
. 145 88 66 63 

673 6.tD .... , .. Z9Z 263, 

. . . 
T4tal. • • • • • 

::::::1 _,-....:,.:..:...-
' Ia J- J93%, the Unioa ol Poliah Baab adopted a raolutioa whereby they bouad tbemlelv.,. to refraia frord 

• '"C p-rt ,, r aad .U.. ol .fOld lOpOICie &114 ballioa, &114 al110 from 1elling foreign exehanp or foreign curreaci• 
fe Hy hr iooed f« "'*"latrve « boucfulc pu~ 1- Bullmfl of Bank of Poland june 1932). According 
M 1M ...,. ol P'llaad, tbie raolatioo •• DeY• put iato effect, • tbe clemaad for dollal' .:OU,. which bad formerly, 
,..,.... • ..,.._ s6le ia the --, of the coantry, dirniDiabed conaiderably. ' r . 
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B~tween the end of 1929 and the middle of 1933, D~ng the first half of 1933, short-term foreign 
foretgn short-term capital in excess of 400 million credtts granted to Polish banks have been 
zloty was withdrawn from Polish banks. With- withdrawn to the f'Xtf'nt of 30 million zloty and 
drawals were relatively slight during 1930. increases domestic deposits in private banks have been 
in Briti_sh and French capital placed at the disposal reduced by a further 6o millions. In these six 
of Pohsh banks partly offsetting reductions in months, the short-term crt>dits gran!t•d by privatt• 
credits from Germany, Austria and elsewhere. banks in Poland have fallen by 85 million zloty. 
During the general liquidity; crisis which followed Some part of the sums withdrawn from private 
the collapse of the Creditanstalt in Austria and banks in rec£"nt years went into hoards, but the 
the German banking holidays in the summer of greater part would appt•ar to have been transferred 
1931, British, French and American banks - as to public institutions. The following table shows 
well as those of the Netherlands, Belgium and the amounts outstanding to the credit of depositors 
Switzerland - withdrew large portions of their in the main groups of credit institutions at the ~nd 
credits to Polish banking institutions. In the of pach year since 1929. 
second half of 1931, the Polish banks lost 258 
million zloty in foreign credits. These withdrawals 
continued, with some alleviation, during the first 
half of 1932 ; in the second half of that year only 
24 million zloty were withdrawn and 32 millions 
in the first half of 1933. 

1 he foreign withdrawals from Polish banks were 
accompanied by domestic runs. Total deposits 
in private banks, which had increased by 94 million 
zloty in 1930- due principally to time and savings 

· accounts - fell by 450 million zloty, or nearly 
40 per cent in 1931. The run was particularly 
violent in the case of the Warsaw Discount Bank, 
an affiliate of the Austrian Creditanstalt, whose 
deposits fell from 83 to 18 million zloty in the course 

·of 1931. This institution, which had formerly 
been t~ second largest commercial bank in Poland, 
now became of secondary importance. 

During 1931, the Polish private banks had 
therefore to meet domestic withdrawals of 450 
million zloty in addition to foreign withdrawals of 
240 millions. This they achieved without resort 
to the Central Bank for fresh rediscount credits, by 
contracting their bill portfolio and their loans on 
current account by equal amounts (335 million 
zloty each), and allowing some reduction in their 
cash holdings (23 millions). Several banks were 
unable to meet the mass withdrawals from foreign 
and domestic creditors and were forced to suspend 
payment. Among these, mention may be made 
of the Polish Industrial Bank in Lemberg, which 
came into difficulties through the failure of the 
Societe financiere de Paris (Devilder group), 
which held a majority of its capital stock, the 
Silesia Discount Bank in Bielitz and the Commercial 
Bank in Lodz. 

In 1932, the private banks lost a further 100 
million zloty in foreign credits and 85 millions in 
domt•stic deposits. They again contracted their 
bill portfolio very sharply (120 million zloty), 
bringing it to less than 45 per cent of its 1929 level, 
and reduced their outstanding current account 
credits by the same amount (120 million zloty). 
Through this sharp liquidation of credit, they 
were not only able to pay off depositors and foreign 
creditors, but to reduce their domestic rediscounts 
by 6o million zloty. 

Zloty (ooo,ooo's) 

' End of: 

1929 1930 1931 193• 
-~ --- -- --

1. Private joint-stock 
banks . . . 1,090 1,184 73° 616 

2. State and lllunicipal 
bank. . . . . 384 3i9 361 J8j 

3. Postal savings bank • 384 4]1 510 623 
4· Communal savings banks H6 j82 003 6z8 
5· Co-operative credit ass~ 

ciations. 338 392 346 3°7 -- --Total. 2,642 2,968 •.sso 2,j89 

Total deposits in Polish cretlit institutions, after 
rising quite sharply in 1930 (due, as a dl'laill'd 
analysis of the basic statistics shows, to a large 
increase in time and savings dt·posits which more 
than offset a fall in the total of current accounts), 
declined during 1931 and rose slightly in 1932. At 
the end of the latter year, they were only slightly 
lower than their 1929 level. During this period, 
however, very marked changes took place in the 
distribution of deposits among the various clasS<'s 
of institution. In particular, the private banks 
lost very heavily to the savings institutions ; 
deposits in the former fell by 450 million zloty, 
while deposits in the postal savings bank increaS<'d 
by 240 millions and in communal savings banks 
by 180 millions. At the end of 1932, the savings 
banks accounted for almost 50 per cent of total 
deposits, as compared with only about 30 per cent 
in 1929 ; the share of the private banks fell from 
40 to 25 per cent. The shift of deposits to the 
public institutions primarily reflects the desire on 
the part of depositors to enjoy a public guarantee ; 
it was also encouragt•d by the relatively high 
interest rates paid by the savings banks. 

It will be observed that dt'posits in the State and 
municipal banks (which include the National 
Economic Bank, the State Land Bank and two 
municipal banks) have undergone but littlt· 
fluctuation since 1929. Like the private banks, 
the State banks have reduced their short-term 
commercial credits ; on the other hand, they have 



COMMERCIAL BANKS Table 17 (a). 

ACCOUNTS 

Number of banks, , .. .. . .. . . . . . . .. . . . 

ASSETS. 
I Cash • • • • • J. .. • • .. . .~ . . . . . . . . 

(•) Gold. silver and small coins •.•..• 
(b) Inland notes and balances with Central 

Bank • .. • .. .. .. • • .. • .. • .. ·-· . 
. 2. <>the£ Items of a Cash Nature • • . . • • . • 
3- Bills discounted and bought . : • • '. . . . • 

( •) Treasury bills. • . • • • • • . • . . • • 
(b) Commercial bills. Inland •...•.. , 
(c) Commercial bills. Foreign . • . • . . • 

4- Investments and Securities. • . • • • . . . •. ) 
(•) Go~t. . . . . . . .. . . . . { 
(b) Other • . • : • . · • · • · · · · · : I 

5- Participatioos. • . • . • • · • • • • · • · • 
6. Doe from Banks (Correspondents) . • • . . • • 

(•) At hoiue ••••.. - . -.-; ••••.. 
(b) Abroad • • • • • • • • • • • • • • . 

1· Loans and Advai'M)"S • • • • • . • • • .. • • 
( •) 01\ current account . • • , • • • . • . 
(b) Other- loans and advances . .. . . . . • 

8. Cover fOI' Aa:eptances. • . . . . . • • . • . 
9- Premises, etc. • . • . . . . . . . . • . . . 

10. Sundry Assets • • • • • • • • . . . . . . . 
II. Total Assets ••.•.•••• -••••..• 

l.uBwTIES. .. 
u. Capital paid up. . . . • • . • • . . . . . • 
IJ. Res 1 ve Funds • • • • . • • . • . . . . . • 
14- Pro6t-aud-LossAccounts,Dividend Accounts,etc. 

· 15- Cheques and Drafts, etc., in circulation· •••• 
16. Due to Banks (Correspondents) • , , • , , , • 

(•) At hoiue. • • ••.•••..•.•• 
( 6) Allr"oad , .. • .. • • • • . • • . .. • • 

•1· ~ts . ...................... . 
(•) Current accounts and lioight deposits •.• 
(b) Savings accounts • • • • • • • . . • • 
(c) Time 01' fixed deposits • . • . . • . . • 
( tl) Other deposits • • • • • • . . • •. • . 

18. R.ediscoonts and Other Borrowings • . • ••• 
19- ~-a~Endonements •••••.•• 
b> .. SaOO:ry l..iallilities .. •• • • • • • ~ • • • .. .. .. 
21. T<ltal U....IJiljties. • • • • .. • • • .. .. .. • • • 

' , 

\ 

SUMMARY OF POSITION AT THE END OF : 

-----~~------~----.---~ 
1925 1929 1930 1931 

Zloty (ooo,ooo'a omitted) 

22 
214 

. 85 

103 
II4 

1,024 

131 
25 

215 

333 
Zj6 
Jl 

66 

147 
·-

1o6 

28 
935 

112 

122 
46 
76 

1,092 
904 
188 

134 
449 

1,978 

-

239 
66 

-
563 
102 

. 461• 
1,()()0 

536 
141 
413 

495 

97 

135 
53 
Sz 

1,204 
988 
216 

149 
421 

3,011 

s6x· 
90 

471 
1,184 

544 
~78 
462 

•473 

173 525 457 
1,024 l,978 3,0il 

98 

108 
45 
63 

872 
6s6 
216 -. 
126 
43° 

1,251 

250 
72 

344 
64 

280 

730 
375 

87 
268 

-
. 429 
1,251 

6o 

66 

12 
4<>7 

• 
93 

II2 
43 
69 

754 
533 
221 

122 
405 --

1,971 

' 243 
6~ 

307 
88 

219 

646 
333 

78 
246 

' 346 
1,971 

11.2 11.2 U.2 

u. Value of currency in cents of a U.S. dollar at 
tht: end of each year • • • • • • • • • • • • 10.8 11.2 . 
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considerably increased their special loans from 
Government funds administered by them. The 
following table shows the net total of bills 
discounted (excluding rediscounts) and short-

term loans and advancl's of the private banks and 
the State banks, and special loans by the State 
banks outstanding at the end of each year since 
I929 . 

. Zloty (ooo,ooo's) Per unt of total 

1929 1930 1931 1932 1929 1930 1931 193.! 

Joint-stock· banks and principal 
private banks . . . 1.532 1,593 973 8o4 67 67 56 53 

State banks : 
(a). 497 450 377 306 22 19 21 20 
(b). . . . 255 355 396 421 II 14 l3 27 

\ Total. 2,284 2,398 1,746 1,531 100 100 100 100 

Both the amount and the proportion of short
term loans made by the State Land Bank out of 
Government funds administered by it (shown 
alongside (b) above) have greatly increased in 
recent years, while the proportion made by the 
joint-stock banks has fallen. 

Long-term (mortgage) loans are not included in 
the above table. As already mentioned, the joint
stock banks have never played an important 
part in the granting of long-term credits. During 
the years under review the National Economic 

Bank increased its long-term loans by 470 million 
zloty, or over 40 per cent, and the State Land 
Bank increased its long-term loans by 75 million 
zloty, or nearly 30 per cent. The mortgage loans 
of the joint-stock banks were II million zloty, 
or 8 per cent, higher at the end of I932 than at 
the end of 1929. In the first half of 1933, the 
National Economic Bank reduced its long-term 
loans outstanding by 20 million zloty, the State 
Land Bank by 50 millions and the joint-stock 
banks by 8 millions. 

Ralaoce-shee~ Summary. 

1 and 2. Cash Assets. 

The official statistics give no specification of 
" Cash in ha~d " ; foreign currency holdings are, 
however, shown separately in the Polish Statistical 
Year-Book. They are accordingly included in 
group 2 of the summary tablt·. 

J. Discou11ts. 

No distinction is made in. the Polish statistics 

1925 
~ 

Total discounts . . . . 214 
Les& rediscounts. '47 
Net portiolio • . 67 

6. Due from Ba11ks (Corrtspot~dmts). 

The sums shown in the summary table since I929 
w,•re compost·d of " lorn " and " nostro " accounts. 
as follows : 

between domestic and foreign bills, nor are Treasury 
bills shown separately. The sums shown include 
that part of the portfolio which has been 
rediscounted by the banks either with the Central 
Bank and other domestic banks or abroad, and 
which is shown separately under liabilities (set• 
note to group IS of the summary table). Nd 
figures excluding the rediscounts are given below : 

Zloty (ooo,ooo's) 

1929 - 1930 1931 IQ32 

935 863 5z8 407 
353 319 26ll l04 -----
58z 5H ;ZhO ~Oj 

Zloty (ooo,ooo's) 

1929 19.W 1931 IIJ]Ji 

-------1------ ·--
Due from banks : 

Ah tLoiO .• 
t orne. l Nostro . 

A d !Loro .. 
broa · • Nostro . 

~otal • ·I NLoro. . 
08tro -

17 21 t8 20 

29 Jl 27 ll 
10 14 9 10 

66 08 .S4 6o 

~135- 27 3o""" 
95 100 81 8z 
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7· J.Mnu .,J Jf.rh•II:IS. 

Of ~ ad,-anas on <:111nnt account (•) at the 
~ of IQ..>g. 631 million zloty "~ covered and 
r,l million zloty un~wred (ove~fts). ~he · 
swns shown Ulldd' (6) since I9l9 coliSISt of bme 
mns and long-tenn mortgage loans as follows : 

Zlot~· (ooo.-.'s) 

1 .. 24 19]0 19JI JOU 

--------
Ti.eloaas . . . - . . . 46 61 57 67 
~loans- . . . . . 14~ 155 159 154 

Tntal t•J • . 188 216 216 221 

10. s..uy .~sscts. 

lbese include expenditure accounts, .·inter
branch accounts. protested bills, movable property 
and \-arious other transitory accounts. 

II and ZL To141 ..4ssds •'" LU.bilities. 

The smns shown l'xclude guarantees and 
rollectioo aocoants. 

The babDi% of. profit-and-loss accounts is not 
sbawa in the banking SUIJliil3ries published in the 
Sllltistic.J. Blllldi• of 1M Mi•islly of FifUince. 
But the diffel'eDi% between the expenditure accounts 
and the earnings (interest and commissions) 
constitutes a rough measure of the amount of the 
onlinary net P£Ofits of eacll year. This difference 
is sbown bdow : 

Zloty (Goo-'•) 

19'9 19]0 1931 1932 -- - -. 

·- ...s ....... -.... 135 125 94 6o 

~- . . . . . . lOS 101 84 63 
5et '"heoe. . JD 24 10. -J 

I 

·n-e details are not thown for 1925· As the 
aOO..e figurtS do not include P£Ofita from invest
ments and exchange P£ofita on the one hand, ·and 
&,prtciati<JD "' k:Cllritits and of foreign exchange 
aad IUll1t writU;Q cJf crtdita on the other, the 
ba Ja._ llJ,JWJl dotS nat represent actual net profits. 
~ are sbown in a Jptcial statement at the end 
of the P£-' JIOkL 

x6. Dtu lo BIIJW (CornspOfldeflts). 
. . 

• The " loro .. and " nostro " accounts (the latter 
representing borrowings with credit institutions 
apart from redisc:ounts and pledging of own 
securities) are shown separately since 1929 as 
follows :, 

Zloty (ooo,-.'s) 

19>9 19]0 . 19]1 19J> 
- ----- -
Due to banks : 

At bome.j ~U:, : . . 53 55 35 j8 . . -49 35 29 so 
. Abroad . I Loro ' • . . 8j 89 59 36 

.. Nostro. 378 38r' Ul J8j -
Total • ,Loro. .. . Jj6 144 94 7-4 

: Nostro • . . 427 417 a so 233 

17. Deposil$. 

The sums shown under (•) are composed of 
sight deposits and current accounts, as follows : . : 

• 
. Zloty (000,._ •• , 

-- 192~ 1929 19JO 19]1 1~31 -- -- -
Sight deposits • . •• 259 238 166 147 
Cu~ acc:ounta . IJ-4 277 3o6 209 175 -- --Total (11) . . 2s6 536 544 . 375 3•l1 

-

18. Rediscotnlls •u Oilier Borrw:i,.gs. 

The surils shown since 1929 are composed as 
follows : 

/ Zloty (-..-.·., 

1929 19]0 19]1 19]2 
-- ---- --

Billa redilcoanted : 
At home . . . . . • . 292 268 257 198 
Abroad. . . . . . . . 61 51 II 6 --Total. . . . 353 319 268 204 

)(ortpp and other bondll 
-ued .. ,. ........ 142 ,, .. 1,59 IJ7 --GnDd total .• . 49.5 473 427 361 

The amounts shown for 1925 in the summary 
table consist entirely of rediscounts ; in that year, 
bonds Issues are included' with Sundry Liabilities. 

20. Sundry Liflbilities, 

The IWJ1S shown in this group of the summary 
table include interest and commission accounts, 
sundry profits, inter-branch accounts and various 
other accounts not reprek'llting liabilities to the 
public. 
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Profit-and-Loss Accounts. 

Certain profit-and-loss statistics are published in 
the Polish Statistical Year-Book. The figures 
relating to the domestic joint-stock banks are 

summarised in the following statem .. nt, which 
gives, in addition, the amount of the capital and 
reserves of these banks at the end' of each year. 

J!l Q. DEPRECIATION OP ASSETS: 

~ = ] !I 
,c "' .E "' ~tl !I ·; ~ " "0 Q. :il~ • = .. ~ ""' Year " ~It ·! ..,c = ...... .. ;; i ~ ·- .. < -+ .8 § f-" ·a ::::: .. 0" a .. J\ 

ou 
" 1-'+ 

" "-" :9 = .. ~ 1'1 ::: z u 0 

(a) (b) (c) (d) (<) (/) (g) (~) (i) 

Zloty (ooo,ooo.'•l 

1925- . . . 6g 132.1 32.6 86.1 81.1 
1929. 50 223.6 54·• 123.0 104.8 
1930- . 49 221.0 55·0 124-9 74·6 

The composition of gross profits according to 
the sources from which they are derived, is shown 
opposite. 

The first item has been calculated by deducting 
interest and commissions paid from those earned; 
gross amounts are shown in the Polish statistics. 

. The disposal of net profits is not shown. 

8.2 6.5 23.0 37·7 
1.6 1.2 6.5 9·3 

37·5 

' 
Net interest and commissions 

earned . . . 
Profits from securities. 
Profits on exchange .. . . 
Sundry profits. . . . 
Brought forward from pre-

ceding years . . . 
Total. . . . . 

• c - ,.. 
a~ +- g .. _,_ 

~- ~ 8:'C ::- :~-·; 0-
<J:t'O ~<e+ "' 8 ~ -="" ""' e -

"3~.!! 0 8 . "'- ... t) rf: -zS- .ac=> 
~i ··-z ;;.. 

' (i) (k} rl) 

JI8.8 -3•·7 10.8 
114.1 + 8.9 11.2 
112.1 +u.S 11.2 

19;, I 1929 1 1930 

~--

Zloty (ooo,ooo's) 

64·3 102.1 93-0 
2.5 5-4 3·9 
9·5 4·8 4·9 
9·3 l 10.7 23.1 
0.5 

86.1 1123.0 124-9 



PORTUGAL. 

ID&roliudoJYlMe. 

1he history of modem banking in Portugal dates 
from the beginning of the nineteenth century. 
•-ben the Bank of Lisbon was organised for the 
pwJW of controlling the issue of paper money. 
1hti bank went into liquidation in 1846 an4 was 
sut.s.eque.ntly re-organised as the Bank of Portugal 

Since the ~of this century, 'the Bank of 
Portugal has enjo~ the excl~ve right of note 
issue, and has gradually acquired and developed 
the functions of a cent:Ial bank.. It operates, in 
addition, as fiscal agent and banker to the Govern
ment.. . 

In the middle of the nineteenth century there 
were only three banks operating in Portugal ; 
this num~ rapidly increased to over 50 in 1875. 
but by 1889 the number had falleo to 41· . By 
192.5 it had ~ further to 22, mainly as a 
result of numerous absorptious and amalgamations. 

1he largest Portuguese commercial bank is the 
Banco Sacional Lltramarino. But the greater 
part of its business is carried on abroad, chiefly 
iD Bruil and othe£ South-American .countries and 
in the Pcnnguese colonies. It ~ notes in all 
the colonies except Angola, which has its own bank 
m issue. the Banco d'Angola.. Other important 
Portuguese institntions are the Banco Lisboa y 
Arons, the Banco Pinto y Soto Maior and the 
Banco A~ Foreign capital is repl'esented by 
the Bank of London and South America, which 
has establisb.:d branches at Lisbon and Oporto, 
and the Credit FraDco-Portngais. The deposits 
of the Bank of London and South America are 
among the largest of any of the banking insti
tutioos of Portugal 

In aMitica to the joint-stock banks - whose 
bnsi' ..,.. r~bles the Avglo-Saxon system · of 
sbort-tenn aedit and depoliit banking more clotely 
than the WlltiLdltal type of investment and 
industrial banking - there are also a number of 
private banking houies and lleVeral savingJ banks 
iD Portugal 1he private bankers do not publish 
aa:oants.. The acxounts of the savingJ banks 
ud llimilar inRitutions have been excluded, 10 far 

as possible, from the attached summary table. · 
The State maintains two important banking 
institutions, the Caixa Geral de Depositos and the 
Caixa Economica Postal, or Postal Savings Bank 
The deposits in the · former institution, which 
amounted to 1,567 million escudos at the end of 
1931, . are chiefly invested in loans and advances 
to the State. The. deposits in all. other savings 
banks and similar institutions amounted at the 

· same date to some 1,100 million escudos and thus 
exceeded those in the commercial banks (excluding 
the Banco Nacional Ultramarine and the Banco 
d'Angola), as shown in the summary table attached. 
This table is based on the official balance-sheet 
summaries published in the Situaf(io Ba'fJCIJri4 
for the years 1923-1927 and 193o-31 and in the 

· A11ftario Estatistico for 1928· and 1929. The 
former publication was temporarily discontinued 
for the last two years mentioned. As from 1930, 
it shows the accounts of the banks in greater detaU 
than previously. At the same time, the principles 
of classification were somewhat changed, without, 
however, seriously affecting the comparability 
of the principal items as summarised in the 
attached table. Since the accounts of the Banco 
Nacional Ultramarine for 1930 and 1931 have not 
as yet been approved by the Government, no data 
for this bank are given in the official statistics 
relating to those years. Moreover, only a minor 
proportion of the business of this bank is carried 
on in Portugal, and this differs considerably in 
character from that of the ordinary commercial 
banks. . Consequently the accounts of the Banco 
Nacional Ultramarino have been excluded 
throughout the whole period here considered. 
The Banco d'Angola, whose business also differs 
from that of the ordinary banks, and the Banco de 
Portugal, whose chief functions are those of a 
central bank of note issue, are likewise excluded 
from the lllltlJilal}' table. 

The official banking atatistica do not contain 
any ~ of the profit-and-lou accounts of 
commercial banks. 
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PORTUGAL. COMMERCIAL BANKS • Table 18 (a). 

\ 

SU!IUIARY OF POSITION AT THE END OF: 

ACCOUNTS 

Number of Banks. 

I. Cash. 
(a} 
(b) 

AssETS. 

. . . . . . . . . . . 
Gold, silver and small coins. . . . . . 
Notes of inland banks, State notes and 

balances with the Central Bank 
2. Other Items of a Cash Nature .... 
3· Bills discounted and bought. . . . 

(a) Treasury bills. . . . . . . 
(b) Commercial bills, Inland. . . . . 
(c) Commercial bills, Foreign. 

4· Investments and Securities. . . . 
(a) Government . . . . . . . . 
(b) Other . . . . . . . . 

5· Participations . . . . . . . . . . . 
6. Due from Banks (Correspondents). .. 

(a} At home. . . . . . . ...... . 
(b) Abroad. . . . . . . . . . . 

7. Loans and Advances. . . . . 
(a) On current account . . . 
(b) Other . . . . . . . . . 

8. Cover for Acceptances . . 

143 

390 
16 

54 

88 

320 

9· Premises, etc.. . : . . . . 
10. Sundry Assets . . . . : : : l 102 

II. Total Assets 

LIABILITIES. 

12. Capital paid up . . . . . . 
13. Reserve Funds . . . . , . 
14. Profit-and-Loss Balances, etc. . . . . . . 
15. Cheques and Drafts, etc., in circulation . 
16. Due to Banks (Correspondents) . 

(a) At home. . ..... 
(b) Abroad . . . . . . . . . . . 

17. Deposit! . . . . . , . . . . . . . . . . 
(a) Current accounts and sight deposits 
(b) Savings accounts . . . . . . 
(c) Time or fixed deposits . . . . . 
(d) Other deposits . . . . . . . 

18. Rediscounts and Other Borrowmgs 
19. Acceptances and Endorsements . 
20. Sundry Liabilities. . . . . . . 

, __ 
1,113 

!28 
45 
24 
25 
75 

736 
355 

130 
251 

81 

1929 1930 1931 

231 

Escudos (ooo,ooo's omitted) 

442 461 525 581 

425 444 512 565 
.17 17 13 16 

69 8o 91 91 

99 121 134 131 

162 237 379 s88 I 
1,283 

170 
45 
25 
16 
91 

821 
372 

II5 

1,412 

170 
47 
25 
16 
84 

198 

1,739 

184 
49 
25 
17 

125 

986 
445 

223 
318 

353 

1,976 

198 
51 
23 
14 

II9 

273 
290 

371 
15 
8s 

40 
197 

1,400 

198 
82 
17 
17 
76 
39 
37 

88s 
389 

125 

210 

320 

308 
12 

72 

107 
ss 
49 

362 

51 
256 

1,378 

223 
84 
IS 
16 
62 
32 
30 

812 
464 

225 
123 

166 

21. Total Liabilities. . . 1,113 1,283 1,412 1,739 1,976 1,400 1,378 

22. Value of currency in cents of a U.S. dollar at 
end of each year. . . . 5.12 5.12 4·96 4·41 4·51 4·48 3·23 

• Excluding the B~nco Nacional Ultramarino and the Banco d'Angola (see Introductory Note). 
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!So PORTUGAL 

Balantt~-ehee& Summary 

1 aod a. c.sA eal Otllerl,..._ of• C.sl N.Uun. 

The joint amounts shown f<ll' tht"Se two it .. ms are composro as follows : 

19tS •916 

' ea. ia loaad ••••••••••••••••••• 70 77 
Doposits ill otller baab .••.•••.• 73 ' s1 
l"oooip 80ies aad c:cin •••••••••• - -

Total 128 ................... 143 

Cash in hand c:oosists exclusively of inland notes 
and coins. Balances with the central bank are not 
shown separately from deposits in other banks. 
Foreign notes and coins were not shown separately 
from foreign bills prior to 19,30. 

1925 •916 

BiJisd ....... lld .................... 305 315 
llills~ ................ ss 110 

Total ........... 390 425 

Bills b coDection. etc.. amounting to 75 and 
9Z millioo ~ uspectively in 19.30 and 1931 
- which haft '-n inclncJed under sundry assets 
b those yeaxs - were not shown separately 
in the statistics b the preceding years. They 
would appear to have '-n. inclnded under bills 
receiYaNe. 

4and5- 1.-tfllelfb.US~nriia: P~. 

Gavemmmt ltCWities are not ahown separatdy 
from other WUiities in the statistics. The banks 

• 
1925 1926 

s. ........... ad .......... 10) I:U 
5 "Jckl-: 

Ia -~ ealiWJ' .......... 217 262. 
la ...... c 1 , ............. 

Total ........... )20 383 

A minor proportiun of the first item above 
o:w • 11 <4 mortgage loans which, however, are not 
u-.u.. in detaiL 

9- Prlllllius, t1.c:. 

!IWt u-.o.r. ~atil1 prior to 1930· 

Eoeud .. (.-,ooo'o) 

1927 1928 1929 1930 1931 

66 67 8o 73 ull 
88 81 Sa 70 8a 
- - - 2 .a 

154 ' 148 r6a 145 210 

3-. Bills tliscourstel alll bghl. 

The treasury bills - if any - taken up by the 
commercial banks are not shown separately in the 
statistics. The inland bill portfolio includes •• bills 
receivable " in addition to bills discounted, as 
follows : 

~ E1011",. (ooo,ooo's) 

1927 1928 • 1929 1930 lg]l 

354 4'3 470 358 292 
go 99 95 13 16 

4+t 5U 50S 371 ]ol! 

would appear as a rule not to engage in direct 
participation in industrial undertakings. 

6. Dwe from Banks (C(WfespoNtlenls). 

Amounts due from banks abroad were not shown 
separately from domestic correspondents prior 
to 19,30. 

1· Loam and AtllNifiUS. 

The sums shown are composed as follows : 

l!ac:ood .. (ooo,ooo'o) • . 

1927 1921 1929 1930 1931 

148 190 192 203 221· 

211 27:1 231 U7 112 
17 29 

359 46a 423 407 362 

10. Sundry A ssell. 

Since 1930, this item includes bills for collcction, 
etc., previously included in the bill portfolio (see 
note to group (3) above). Prior to 1930, sundry 
Ullt!b include prem•. etc., and may, in addition, 
include certain acc.ountt of third pa.rtk:l which are 



PORTUGAL IBI 

subsequently shown separately in the statistics and 
have been entirely excluded from the balance
sheet in the summaries for 1930 and 1931. 

II and 21. Total Assets and Liabilities. 

16. Dtte to Banks (Co,espondents). 

Amounts due to donwstic and foreign banks are 
not shown S<·parately prior to 1930. 

Excluding comptes d' ordre. and, since I 930, 
accounts of third parties. 17 · Deposits. 

15. Chcqttes and Drafts in Circulatio11. 

Amounts shown represent bills payable. 

1925 1926 
-

Demand deposits: 
National currency ........... - -
Foreign currency_ ............ - -

Total (a) ....... 355 3r• 
Time deposits : 

National currency .......... .,, - -
Foreign currency ............. _, -

" Total (c) ........ 130 153 

Sundry creditors : 
National currency 0 •••••••••• - -
Foreign currency ............ - -

Total (d) ....... 251 296 

Grand total. .......... '36 821 

The nature of the " sundry creditors," is' not 
indicated in the statistics, but, like " sundry 
debtors " shown under assets (see note to group (7) 
above), they would appear chiefly to represent 
current accounts of the business community. 

The composition of deposits is shown m detail 
below: 

Escudos {ooo,ooo's) 

1927 1928 1929 

- - -
- - -

4'3 445 481 

- - -
- - -
1~1 223 2]l 

- - -
- - -

278 318 290 

872 986 1,044 

20. Sundry Liabilities. 

This item includes collection 
separately only since 1930) 
unspecified sundry accounts. 

1930 1931 

3~6 433 
33 31 

389 464 

250 22r 
5 4 

255 225 

182 82 
59 41 

241 123 

88~ 812 

accounts (shown 
in addition to 



ROUMANIA. 

Inkodoe&oly No&e. 

In the first edition of thiS publication, a brief to the smaller local institutions. The banks 
acoount was gh't!ll of the history, composition and attempted to face the withdrawals by calling in 
p:!St--...r de'V'elopment of the commercial banking outstanding loans, and considerable cuts were in 
s\'Stem of Romnania. It was pointed out that the fact made. But a very great proportion of the 
kreoer domestic banks, Jil.-e the relatively important credits granted by the bigger banks (mainly to 
~cbes or subsidiaries of foreign banking insti- industry) were immobilised ; and; as a. result, 
tutioos ope.rating in Roumania, are essentially moreover, of the enormous drop in agricultural 
mUzd industrial fmvestment) and deposit banks · prices, many of the customers of the ru.ral banks 
Until the recent ~ of depression, these banks were unable to repay their bank debts. 'While -
operated largely with foreign short-term credits as may be seen from the summary table attached~ 
and ~ deposits almost exclusively on short- total deposits were reduced by 23 milliard lei or 
tenn, while their loans and advances outstanding by -43 per cent in the course of 1931, total discounts,. 
we1! mainly of the character of long-term loans and advances fell some 1-4 milliard lei. Excess 
~ts. withd.rawals are reflected in the movements of 

The banking system as a whole is very cash and rediscounts. Before the onset of the 
decentralised ; the decentralisation was indeed more financial panic, cash reserves were exceptionally 
marked at the beginning of the present economic • large ; although they were subsequently replenished 
depression than it had beeu immediately after the by fresh rediscounts- almost exclusively at the 
war. Ahhoagh many banks failed during the National Bank-· to the extent of 6 milliard lei 
dqowessitu, and particularly in 1931, the total (reflected in the increase in item 18 of the sum
mgnhe£ ol iDstitutions carrying on commercial mary table), their amount was reduced on balance 
banking at the eud of that year still exceeded one by S milliards in the course of 1931. · 
thousand. Small rmal banks, purely local in Figures for 1932 are, at the time of writing, not 
chazacter, form the great majority of these yet available for all banks, but statistics relating to 
institnl ims, As a result of the failure of three of the few more important banks referred to above 
the larger' Bucharest banks in I9JX and of a have recently been published by the Economic 
relatively important provincial bank in 1932, Research Department of the National Bank. 1 

thereDO•remainonlyelevenimportantcommercial Four of these banks- Bank ?tfarmorosch Blank 
banks - five in Bucharest and six in the leading & Co., Bank L Berkowitz, the General Bank of 
povincial eentres - with operations extending RDumania and the Bank Moldova - wqich were 
beyood the immediate locality of their head office!'. heavily engaged in certain industries, were unable 
At the eud of :193:1, these eleven banks held 20 per to withstand the run on their deposits and had to 
c.rnt of the capiul and reserves and 29 per cent of be closed, the first three in 1931 and the fourth 
the ~ of aD Roml!anian banks, apart from· in 1932. Their importance may be judged from 
the :Sari!Wial ~k. the following aggregates of their principal accounts 

The intematiooal financial crisis which began in at the end of 1930 : 
Uatn.l Europe in the summer of 1931 and was 
further aggravated by the collapse of the pound in 
September of that year had serious repercussions 
011 the larger Roamanian banks, on account of their 
~ upoa foreign lbort-term credits and 
their' c¥.~~e relations 1lrith Central European banking 
inttitutioos. In the ooune of the autumn of 1931, 
a Jarv. part of the foreign credits enjoyed by 
JloamanWa hanks was called in ; a heavy run began 
oa the deposits of the larger banks and 10on !lpfead 

· Cash and bank balances • . • 
Bill portfolio • • • . . , . • 
Loans, advances and participa-

tions . • . . . . 
Capital' and reserves • 
l>epo&itJ and creditors 
Rediscount. • • • • 

. " 

Lei (ooo,ooo'aJ 

. 1,025 
2,971 

• ..246 
956 

6,916 
73-4 
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The position of the remaining eleven leading 
banks at the end of l'ach of the three yt>ars 1930-
1932 1s shown bt>low : 

Lei (ooo,ooo's) 
-

1930 1931 19.12 
·--- ----- ----

ASSETS 

Cash and bank balances 3.755 1,451\ 1,542 
Bill portfolio . 7,961 6,923 6,029 
Loans, advances and parti-

cipations . . . 10,071 7,2</> 6.583 
Securities . 753 702 668 
Premises . . . 478 554 569 
Sundry accounts . . . . 295 r6r 144 

Total assets --
' . 23,313 17,094 15.535 

LIABILITIES 

Capita! and reserves . . . 3,037 3,193 3.145 
Net profits . . . . 479 228 78 
Deposits and creditors . r8,053 8.752 7.814 
Rediscounts . . . . 5s6 4·077 3.763 
Sundry accounts . . 1,158 844 735 

Total liabilities ' --. . 23,313 17,094 15.535 

It will be noted' that, in 1931, these banks lost a 
much higher proportion (52 per cent) of their 
deposits, but cut their outstanding credits less 
(16 per cent) than the banking system as a whole. 
Thus, although they rediscounted almost 6o per 
cent of their bill portfolio, their cash reserves 
dropped proportionately more than those of the 
other banks. Both deposits and discounts, loans 
and advances were further reduced in 1932, though 
on a much more moderate scale. 

A system of official exchange control was put 
into effect in l\Iay 1932. In April of that year, 
certain laws were passed concerning the conversion 
of agricultural debts and judicial liquidation of 
commercial dL•bts. These Ia ws, which ·were voted 
in the inter~st of debtors affected by the depres
sion, seriously aggravated the position of the banks, 
which remained subject to great strain after the 
run on deposits in the preceding autumn. The 
laws were criticised on the ground that they made 

' ' 

it practically impossible for a debtor to bP forced 
into liquidation for non-paynient of c!Pbt and thus 
had the effect of discouraging efforts on the part 
of debtors to repay the hanks. The law on 
agricultural debts was therefore partially suspem!Pd 
in Octob<·r 1932. On the otht>r hand, in April 1933 
a new law wa• passed providing for a five-year 

, moratorium with annual interest paynwnt of r to 
3 per cent in respect of all agricultural debts 
concerning which creditors and ckhtors had not 
agreed to a s!'tt!Pment on the basis of a reduction 
of the capital sum hy ont>-half in tlw caSf' of 
smaller and one-fourth to one-third in the case of 
larger properties. The law on judicial liquidation 
of commercial debts was abrogated in October 1932 
by a new law which considerably broadened - in 
the favour of debtors -- the law concerning 
compulsory composition, by reducing to a minimum 
of 40 per cent the amounts to be offered to creditors 
and by extending to five years the maximum term 
of payment. A great many banks, particularly 
smaller ones, have taken advantage of the 
compulsory composition law . 

A very considerable proportion of the burden of 
illiquid debts ultimately falls on the ~ational Bank, 
thanks to its intervention during the panic of 1931 
and its subsequent rediscounts, particularly in 
favoul"of the rural banks. Thus it carries, subject 
to ultimate settl<·nwnt with the State, a great and, 
until the middle of 1933, continuously increasing 
portfolio of illiquid agricultural bills, and, in the 
circumstances, it has also be<·n obliged to accept for 
rediscount large amounts of other bills-of doubtful 
quality. According to the report of the Advisc·r 
to the National Bank, dated August rsth, 1933. the 
Bank's total bill portfolio, inciudi.I1g certain 
categories of bills not sho'\\11 under discounts in the 
published statement, increas!'d from 10.4 milliard 
lei before the onset of the financial crisis to 18.8 
milliards at the end of 1931, and 19.3 milliards at 
the end of June 1932. It has since fallen but 
slightly- viz., to 18.7 milliards at the end of 1932 
and 18.5 milliards at the beginning of August 1933. 

As in the preceding edition of this memorandum, 
the summary table is basc·d on the official Statistics 
of Joint-Swck Companies. Detailed profit and 
loss statistics are not available. 

Balanc.e·shoot Summary. 

I and 2. Cash Assets. 

The cash reserves of the Roumanian banks are 
composed of two items: "Cash", which presumably 
consists only of bank-notes and' token coin (not 
divided), and "banks", which includes balances 
with the Central Bank, the clearing house and 
other banks (likewise not divided). 

"Cash " 
.. Banks " 

Total. 

1925 
---

3.198 
1.743 
--
4·941 

Lei (ooo,ooo'o) 

1929 1930 Jt)Jf 

-- ----
3.sro J.742 1.739 
3,II9 4.268 l,J2I 

6,629 8,010 J,o6u 
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RO t"llll1..\. COli:\IERCIAL BANKS Table 19 (a). 

SUMMARY OF POSITION 
~ ATTHEENDOF: , 

,\CCOCNTS 

N mnlw of Banks • . . • . • .. . . .. .. . .. . .. 

ASSETS. 

I. Casll. • .. • • .. .. • . • .. .. .. ... .. .. .. • • 
( •) Gold. silver and small coins.· . · . • . . • 
(6) Inland notes and balances with Central 

Bank .. .. • . • • • . • . • .. • . . 
:z.. Other Items of a Cash Nature •••..••. 
3- Bills discounted and bought . • . • . . . . • 

( •) Treasury bills. • • . • . . . . . . . . 
(6) Colll!llen:ial bills, Inland. . . . • . . • 
(c) Commercial bills, Foreign • • • . . . • 

+ Investments and Securities .•••.....• 
(•) (;ovenunent •••••••••...• 
(6/ .~er •.•...•••••.•..• 

s. Participations. . . . . • • • • . • • . '. . • 
6. Due from Banks (Correspondents) . . • . . • . 

(•) At home. . • •..•.......• 
(6) Abroad • . . . . . . . . . . . • . • 

1· U,..ns and Advances. . . . • • . . • • . . . 
( •) On current account • • . • . . · . • . • 
(b) Other- • • • • • • • • • • • • • • • • 

8. Cover for Acceptances. . • • . • • . • . . • 
9- Premises. etc. . • . . • . . . . . . • • • • 

IO. Sundry Assets • . . . • • • . • . . . . . . . 
IL Total Assets • • • • • ·• • • • • • • • • • • 

• 
l..wlo.mEs. 

IZ. Capital paid up. . . • . • • . . • . . . . . 
I]. Reserve Funds . • • . . . . . • • . • • . • • 
I+ Profit-and-Loss Account, l:ndivided Profits, etc .• 
IS. Clleques-and Drafts in circulation •.•••• 
I6.. Due to Banks (Correspondents) . • . • • . . • 

(•) At home •• · •••••••••.••• 
(b) Abroad • • • . • • . • . • . . • • • 

17. ~ts .. ...................... . 
(•) Current accounts and sight deposits. . . 
(b) Savings accounts • . . • . • • . • • • 
M Time or fixed deposits • . • • . . • . • 
( l) Other deposits • • . . . . • • . • . • 

18. Redi.Jcounts and Other Borrowings • . • • • . 
19-~ ~ Endonements. • • • • • • , 
20. Sa::Jw1ry Lia.bilit.ies. .. .. .. .. • .. .. • • • • .. • 
21. Total Liabilities. • . • : • • • • . . • • • . 

22. Value of currency in cents of a U.S. dollar at 
tlle end t)f eac:b year. .. • • • • • • • • • .• 

19ZS 

.. -

1,235 
1,281 

47,789 

5,833 
2,138 
1,384 

372 

<!:" 

8,292 

1,484 
47,789 

1930. 1931 

-
1,_102 

Lei (ooo,ooo's omitted) , 

34.504 
. 28,907 

s.s97 

2,001 
2,357 

84,280 

lOA II 

4433 
1,947 

28o 

51,314 

- -, 

12,170 

84,280 

o.6o. 

8,010 

2,804 

3,300 

34.475 
28,114 
6,J61 

83,781 

10,730 
5.353 
1,638 

219 

53.323 

10,033 

83,781 

0-59 : 

3.o6o 

24.952 
21,047 

J,905 

65,459 

10,652 
4·919 

493 
122 

J0,206 

-' 
2,809 

65,459 

o.6o 
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3· Bills discounted and bought. 

The figures for discotlnts include, not only bills 
actually held in portfolio, but also bills which the 
banks have rediscounted either with the Central 
Bank or with other banks, these rediscounts being 
shown as a separate item under liabilities (group 18 
of the summary table). 

Some banks distinguishing rediscounts under 
bo~h asse~s and liabilities show higher figures under 
th1s headmg on the liabilities side than on the assets 
side of their balance-sheets. This seems to 
indicate that other borrowings are also included 
under the heading rediscount liabilities. 

No distinction is made between Treasury bills 
and commercial paper ; nor are foreign bills shown 
separately. 

4 and S· Investments and Securities- Participations. 

The sums given in group 4 of the summary table 
are shown in the official statistics under the heading 
" Public Securities and Shares " ; the component 
parts are not specified, nor is the nature of the 
shares indicated. The participations shown in 
group S are chiefly in industrial and other business 
undertakings. 

6. Due from Banks (Correspondents). 

Most inter-bank accounts are included in ordinary 
current accounts in the official statistics. Sight 
deposits with other banks, however, are included, 
together with balances at the Central Bank, in the 
item ." banks " shown separately in the note to 
I and 2 above. 

7· Loans and Advances. 

The sums given under (a) are shown in the 
official statistics as "current account debtors " and 
those given under (b) as "sundry advances". 
The nature of the latter is not indicated. As 
mentioned in the preceding note, current accounts 
include inter-bank accounts. 

IO. Sundry Assets. 

The sums shown in this group of the summary 
table are composed as follows : 

Lei (ooo,ooo's) 

19ZS 1929 1930 1931 
-- ------

Merchandise 199 622 126 94 
Collection accounts 1,046 1,440 870 6o6 
Transitory accounts - 114 89 462. 
Expenditure relating 

to following year 17 26 25 14 
' Losses . 19 ISS 223 686 

·11,281 
-- --

Total 2,3S7 1,333 1,862 

Certain Roumanian banks, like the banks in 
several other countries of Eastern Europe, have 
established special wholesale deparrnents. It is 
not stated what proportions of the first item abo\'e 
consist of : (a) goods held in the course of ordinary 
wholesale transactions by these departments, and 
(b) goods which have become the property of the 
banks owing to failure on the part of customers to 
repay credits granted on such security. 

Bills in course of collection for customers' account 
are booked under the second item above. A " per 
contra " item is included under sundry liabilities 
(see note to group 20 below). 

The fourth item above represents interest payable 
after the date of the balance-sheet. 

II and 20. Total Assets and Liabilities. 

Uncalled capital, banks' holdings of own shares, 
" comptes d 'ordre " and certain other purely 
nominal accounts are excluded from the summary 
table. 

I4. Profit and Loss, etc. 

The sums shown in the summary table are totals 
of the net profits shown by individual banks. 
Some banks, however, closed their accounts with 
a loss. The total of these losses (included in 
group IO of the summary table) should be deducted 
in order to arrive at the net profits of the banking 
system as a whole. This is done in the following 
statement : 

Lei (ooo,ooo's) 

1925 1929 1930 1931 -- -- ----
Net profits of indivi- r' 

dual banks . 1,384 1,947 1,638 493 
Losses of individual 

banks . 19 ISS 222 686 
-- ------

Balance representing . 
net profits of bank-
ing system • 1,365 1.792 1,416 -193 

It will be noted that the banking system as a 
whole made a net loss in 1931. It is probable that, 
in I932, for which year complete figures are not yd 
available, the n<'gative balance as recorded in the 
statistics was consid<'rably gr!'at<'r. Ewn in that 
year, however, most of the actual losses were not 
yet disclosed in the balance-sh<'l'ls. 

16. Dtu to Banks (Correspondents). 

- Inter-bank accounts are not shown separatt•ly 
from ordinary current accounts in the official 
statistics ; they are thus included in group 17 of 
the summary table. 
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Depoo;its are not di~-iJ~ a~ to ~~~of 
IIUtarity in the official stabsttCS. but drstmcbon 
is mAde bt>t~n cunt'nt-acxount creditors and 
<'th« ok~ts as ~>wn in the following table : 

' 
lAi (vao._,'sl 

_, ·- 19.)0 19~1 

----
.( u:rn-nt...acct>unt ae-

ditoi'S . . . . . -• n.510 19.561 18,zu u,84o 
Dt-p.'5.its 

I 
17.366 . . . . • . 116,77fl JI,753 JS,IU •• __ 1 ____ 

Total . . . .,28,z86;51.JI4 53.323 JO,:zo6 

. 

Apart from inter-bank accounts (see preceding 
note), the first item above would appear to consist 
chiefly of the deposits of· important customers, 
more especially the industrial and other ' 
undertakings directly financffi by the banks, while 
the SI"CCnd item J"t'presents deposits made by the · 
general public. Judging from details available. 1 

with refl'rence to . the larger banks, the second 
item also consists mainly of demand deposits. · 

In addition to the banks covered by the summary · 
table, there is a National (Post Office) Savings Bank 

· and a system of " people's banks " for which 
separate statistics are published. The relative 
importance of their dt>posits will be seen from the 
following -statement : 

Lei (ooo,ooo'a) '· 

hoi'L&•s BA.li'D NATIONAL . COM Ida• 

. . 
Sa-.!Dp Cum!llt ...,_ .. _,.Is 

(•) (t) 

19-J:j . . . . - . . . . . . . . . 617 8s4 ·- . . . - . . . . . . . . . . · 1,533 :1,714 
19)0 . . . . . . . . . . . . . . 1.739 . :a.8o6 
J9JI. . . . . . . . . . . . . . . 1.571. -
19p . . . . . . . . . . . . . . - -

It will be o~ that a minor part of the 
deposits .-ithdra11'1l from the other banks in recent 
yea~'§ has sought refuge with the :Sational Savings 
Banl. . . 

I'J. Rdiscotlllls ~ Other BomJU:ings. 

See DOte to group 3 abo\-e. 

20.. 5:nulry LiabiliJin. 

The composition of the sums in this group of the 
cmnmary table is sho11'11 below. The last item 
R'JII"eseDU inl'-l"est, rebates on bills, de., maturing 
aitc:r the ~ of the balance~t. . 

s.. ...... CIAL Gll.UID 
BAliK Total BANn TOTAL . 

Total Saviup 
(c)- (tl) 

Total (1)- (I) 
'depooitl depooita 

(c) (tl} (I) ~(I) ,,, 
1.471 146 1,617 28,286 29.903 
4.247 198 4.445 51.314 55.759 
4-S4S 255 4-loo 53·323 ss.~:a.J - 6:14 - - -- log - - -

Lei (000,000'1) 

. 
• 1921 1929 19~ 1911 

. 
Depositors of bills for 

collection . . . . I,2o6 1,575 774 769 
Transitory accounts • - 683 524 789 
Net balance of guaran-

tee accounts and 
sundries· • . . . . 10 I,o6o 790 994 

lJ'nclaimed dividends. 42 84 8:z 8r. 
Earnings relating to 

following year . . 226 323 316 I 176 
Total . . . . Ir484 3.725 :zr486 :z,Sog 
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Introductory Note. 

The origins of Spanish banking may be traced 
back to the first years of the fifteenth centmv. 
The Banco da Taulo de Canbi, established in 
Barcelona in 1401, is among the earlitst banking 
institutions for which records exi~t. Banks were 
also established at an early date in Gerona and 
1\Ianresa. The activities of thc5e earl)' banks were, 
however, limited, and unsettled political conditions 
prevented any great e11:pansion of banking. A 
new period in Spanish banking history was 
inaugurated with the establishment of the Banco 
rle San Carlos, the first note-isming bank, in 1782. 
Other note-issuing institutions were soon set up 
in the provinces ; their number remained small, 
however, and their importance slight until the end 
of the nineteenth century. The more important 
were used as instruments of State finance, and the 
mortality rate of the banks at this date was high. 
In 1874 the right of issue, which was then exercised 
by seventeen private l">anks, was concentrated in 
the hands of the Bank of Spain, established in 
18s6. 

At the beginning of 1914, there were fifty private 
banks with a capital of 250 million peset~. The 
greatest stimulus to banking organisation came 
during and after the war ; from 1917 to 1920, 
thirty-nine banks with a capital of some 700 
million pesetas were estahlished in Spain. 
Previously, credit granted by the banks took the 
form mainly of personal advances on the individual 
security of the borrower. But from about this 
date industrial credits, granted to fim1s and not 
to persons, and covered by adequate saleable 
security, came into more frequcnt use. There 
was little legislative control of banks, and many 
speculated heavily in foreign exchange and shares ; 
during the crisis of 1920-21 a large number were 
forced to suspend payments. By a Law of 

1925 

Non· 

December 2<)th, 1921, a Supreme Banking Council 
was established to detect irregularities in bank 
'transaction,;, and all private banks were required 
to carry out the regulations impo~d by this body 
(!'ee in{ ra). 

The Spanish system resembles Anglo-Sax<m 
deposit and discount banking more closdy than 
continental indu~trial bankin~. Thf' dcvciol'nwnt 
of deposit businc>s ba>, how<'ver, bctn somewhat 
rc"trictcd until quite recently by the absence in 
Spain of a law of cheques. This condition w~s 
remedied after the war and an attempt has furth<r 
been made to encourage ·the usc of cheque• by 
freeing them from the stamp tax, povidcd they are 
cleared through official clearing houses. Banking 
aS~;cts tzke the form chiefly of innstments and 
loans largely on current account, which are in 
many cases secured only by the personal note of 
the borrov.er. Commercial paper is also discounted 
and lombard and report loans made. Certain 
banks, particularly in the industrial north, act as 
intermediaries for the placing of industrial is~u< s 
with the public. 

There are three main groups of banking 
institutions. carryi.J1g on business in Spain - the 
inscribt·d banks, the non-inscribed banks and the 
foreign banks. The imcribcd banks are those 
registered with the Superior Banki.J1g Council in 
virtue of the Law of 1921 described below. The 
non·inscribcd. banks arc smaller institutions and 
are in most cases privately owned. Foreign 
institutions have always been of considerable 
importance in Spain ; in 1920, when they were 
subjected to a more stringent fiscal regime, they 
num bcred fifteen with forty-three branches. The 
relative importance of these various institutions 
rna y be judged from the following figures : 

1930 

Non-Inscribed Foreign Inscribed Foreign 
' banks inscribed banks banks inscribed bank> banks banks 

Amount % Amount % Amount % .\mount % Amount 01 Amount 01 
/0 /0 - - - -

Number of banks. . . 104 91 32 z 10 7 132 58 ~5 37 II 5 -
Pesetas (ooo,ooo"s) 

Paid-up capital and reserws . <)SO 
I 

6 6o 8 2 91 S'l 31 3 1,4<)5 124 32 
Deposits . J,772 83 14!) 3 6oo 14 6.s6~' 91 1711 2 726 ? 
Cash. 594 87 25 4 63 9 1,00(l 88 27 2 121 ](1 

Loans a"nci <iis~ot;nts ~ 2,817 84 106 3 454 13 3.<)')2 83 1q6 5 soo 12 
Investments . . ' . 1.935 92 46 2 n6 6 3.922 94 85 2 159 4 
Total balance sheet . . . 6,814 84 231 3 1,097 13 II,290 84 395 3 . 1,752 13 
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It m&)' first be ~ t~t the foreign banks a marked development along th~e lines. On the 
a{'PNI' from the above~ to oper.tt~ with a other hand, the interrelationships among the larger 
small« pn:•portilll of own funds (cap1tal . and ·city banks and the regional and provincial banks are 
re:\rb tts) to tot&! wllllllf' of business than e~ther often very close. Several of the banks, including 
ol the~ gn:•ups of banks. Foreign institutions the Banco de Bilbao and the Banco de Cataluiia, 
are pez:illy ~ up with purely nomiual capital, have estahli5hed brauches abroad Rlld many 
siDce tht-v are able to draw on their he;.d offices hold participations in the Banque Espagnole et 
ia case oi Deed ; ~~ are not accumulated to Fran~e in Paris. , 
uy o:JOSider.lble e-xtent within the country. but As auxiliary parts of the commercial banking 
an transtesnd to the head-office accounts. At the system. mention may be made of the clearing 
eod of 19l5. th.! average paid-up capital and houses of 1\ladrid, Barcelona and Bilbao, ~tablished 
rescHe funds of the non-inscribed banks was less in 19a3 and that of.Zaragoza, established in 1924. 
thUl a million peretas. as compared with almost In cities where there is no clearing house but there 
1o million pesetas for the inscribed banks. The is a branch of the Bank of Spain, town clearing is 
aftrag'e total 'bal:mce-sheet of the non-inscribed carried on by the banks drawing on their accounts 
banks was some 1 n;illioo pesetas. that of the with each other and settling differences by drafts 
iDsaibed banks some 6s millions, and of the on the Bank of Spain. 
ilRign banks about no million pesetas. . Mention may also be , made of the Banco 

Btuees 19l5 and I9JO (particulady in 1927) a Hipotecario de upaiia and the Banco Credito 
~ number of small non-inscribed banks '~~>·ere Industrial, whose accounb are not included in the 
orpris.rd Tbe avenge capitalisation (including _ summary table. The forme-r was established by 
rm n: funds) of the non-inscribed banks dropped the State in 1872 through an issue of eiduliu to the 
to about I~; million pesetas, while during the 5allle e.uent of 300 million peseta.. As its name sug~ts. 
period iliat of the in5cn"bed banks rose to II million it! function is to grant. loans on the security of real 
pesetas. It should be noted, however, that, even property. During 1929, loans to the extent of 
with this low per- unit capitalisation. the share of 1.750 million pesetas 11o-ere granted, chiefly on the 
own funds to total liabilities was greater in the ca!e security of urban real estate. The fund! 11oere 
of the smaD non-inscn"bed banks (over 30 per- cent) raised through the hsue of cldu/a$, of which over 
than in the comparatively large inscribed banks :r,ooo million peseta! were outsttnding at the end 
(IJ pel" a:nt). of 1929. l:ntil the organi!ation of the Banco 

The most important of the foreign banks Cr~dito Industrial during the war, the issue of 
operatinc in Spain is the Banco Anglo Sud- industrial !hares and bonds was confined largely 
_\mericano, which accounts for over one-third to the banks of Bilbao and the Sindicato de 
of the total_ banking business of the foreign Banqueros de Barcelona. This institution issues its 
insti1utions.. The largest banks in Spain are the own pape-r and underwrites hsues for industrial 
BaDco E&pafd de uedito and tbe Banco Hispano conce-rns ; its purpose is thus to provide industry 
_\mericano, whose combined ~ at the with long-tum aedits. The Banco Hipotecario 
eud of 1930 amounted to over 3 milliard pese-tas, and the Banco Crt'dito Industrial are not subject 
oc 25 per- cent of that of an the commercial banks to the provi!ions set out below relating to private 
caayinc oo basin in the OOIIJitry at that date. bank!. , 
b the DOrtbern part of Spain, the most important Savings institutions of various types have been 
bmk is the ~ de Bilbao, and in Catalonia the established in Spain since quite early times. One 
Ccedito y Docb de Barcelona. Since the war, of the most important, the Monte de Piedad y Caja 
thez'e has been a DOtioeable tendency towards the de Ahorros of Madrid, was set up in 1724. In 
miiCZIItratioa of banking r~CCI! ; and the general, these ill!titutions are of two types: Cajas 
developmmt of a few institution~, such as those tie AIKwros and Mtmla tl• Pietlatl. The Cajas de 
mentiouecl above and the Banco de Vw:aya and Ahorros are ordinary savings banks ; the-re were 
BaDco l:rquijo, boos been particularly rapid. The 208 of them in existence in 1929, with 3 million 
dqiee and progree of banking concentration in depositors and total depo!its exceeding 1.7milliard, 
Spain may be illustrat~ by the fact that, at the pesetas. In the case of the Montes de Piedad, 
md of I?ZS. four banb with capital of 100 million which more cl01e!y retemble stock 1avings banks, 
peeetas or more aa:ounted for about one-third of depositors receive certificates of owne-rship (capital 
the ~bosine;;; of all the dom~tic institutions, stock) of tloe bank to an amount equivalent to their 
aM. at me end of I')JO, six banks with capital depo!!it. They may then borrow against the!'e 
~~ the amoont meotimled transacted about certificat')tl. ·In 1929, there were 134 Monte~ de 
11111'!-balf of aD the basineH done by Spanub banb. Piedad with 1,2oo,ooo etockholdcrs and paid-up 
Brawll ban~ has t-Il deYeloped to a capital of JliS million pesetas. In addition 
ClllltWsable extent by t~ Banco Hilpano Ameri- to thesr. institutio111, a postal savings bank 
aJ~tJ, wtoirll bas ntabli!.bed llJIJie ISO bt"anc:ha, the was established in 1916 and developed very rapidly. 
Baneo de P~. and certain other wtitution1 ; At the entl of II)JO, it had over 1,000 branches, 
bGt the ty.tem as a wfvJ!e il not characterised by depodtors numbered a~most C)OO,OOO and total 
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?eposits exceeded 250 million pesetas. Interest 
lS allowe~ on deposits up to 5,000 pesetas. Several 
of the pnvate banks also accept savings deposits, 
notably the Banco de Vizcaya and the Banco 
Central. At the end of 1929, thirty-six private 
ban_ks were reported as having established special 
savmgs departments; depositors numbered 400,000 

and tntal deposits exceeded I milliard pesetas. 
Co-operative banks have, Wltil now, not been 
developed to any significant extent in S~ain. 

The rcla tive importance of the various dt'posit 
institutions in the country may be judged from the 
following figures : 

DEPOSITS IN SPANISH RANKING INSTITUTIONS, 1925 AND 1929. 

Pesetas (ooo,ooo's) . 

. 
(I} (2) (3) (4) (5) (6) (7) End of year 

Ordinary Postal Montes Savings Total Other 
savings savings de deposits in 

savin~s deposits Grand 
banks banks Pied ad private deposits in private total 1 

banks banks. 

1925 . . . . . 1,187 153 265 505 2,1IO 4,016 6.127 
1929. . 1,703 252 365 I,o66 3.386 5.877 9.263 

'.The figures in this column are calculated by subtracting hom the total deposits in private banks reported by tbe 
Supenor Banking Council tbe savings deposits in private banks, as shown in column (4) and reported in the O~al 
Y ur-BooA of Spain. · 

1 This column in.volves double counting to the extent tbat tbe savings banks redeposit sums lodged witb tbem in 
the pnvate banks ; m would appear tbat such amounts are comparatively small. , 

It will be seen that the most important 
institutions collecting savings deposits are the 
ordinary savings banks. Between 1925 and 1929, 
howevH, the private banks extended their activities 
along these lines more rapidly than the other 
groupi. They aCCoWlted for Jess than one-quarter 
of total savings deposits in the former and almost 
one-third in the latter year. The growth of savings 
deposits was more rapid between 1925 and 1929 
than the growth of other deposits in the private 
banks. The share of the private banks in total 
deposits, however, remained Wlchanged (about 
75 per cent). 

In 1925, an important banking Jaw was 
introduced, which was subsequently extended by 
Decrees of 1925 and 1926. The most important 
of the reforms effected by this Jaw was the 
establishment of the Consejo Superior BaJJCario, 
composed of a president nominated by the Govern
ment, a vice-president nominated by the Bank of 
Spain, two members nominated by each of the three 
banking wnes and one member nominated by the 
National Chamber of Commerce. The functions 
of this CoWlcil are to collect and publish quarterly 
the balance-sheets of all banks operating in Spain 
and to Jay down the conditions Wlder which they 
may operate. Thus, the CoWlcil bas the right to 

fix a mmunum capital for each bank, taking 
accoWlt of the size of the place where it operates ; 
to determine the relationship which must be 
mailltained between the capital and reserve funds 
of each bank and its sight liabilities ; to set a 
maximum interest rate for dcpo&its, bonds, etc. ; 
to fix the proportion which must be maintained 
between sight liabilities and immediately reafuable 
assets ; and, in general, to regulate the business of 
banking. The Council may request ~he Bank of 
Spain to inspect the books .of any bank, and 
penalties are provided for breach of the regulations 
laid down by it. 

·The banking statistics collected by the Supreme 
Banking CoWlcil are published annually on a 
standard form in the Boletin del C.S.B.; quarterly 
balance-sheets of all the banks operating in Spain 
both individually and by groups (i.e., the inscribed 
banks in the three wnes, the uninscribed and the 
foreign banks) are given. The figures published 
in the Boletin form the basis of the summary 
balance-sheet given in the present chapter. 
Current figures for the inscribod banks are published 
quarterly in the Balances trimestrales de 14 Banca 
inscrita. Jl!o official profit·and-Joss statistics are 
published for the Spanish banks. 
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SP.UX. COIDIERCIAL BANKS, Table 20 (a), 

SUMMARY OF POSITION AT END OF: 

ACCOUNTS 
1925 1926 1927 19:!8 1929 1930 

-
~umber of Banks. . . . . . . . • . . . . . . . . 146 100 201 210 215 228 

• ASSETS. - ~taa (ooo,ooo'a omitted) 

• . 
I. (L.Ji •• 

. . 677·9 707.1 SIJ.6 1,r:<z.6 1,1II.J 1,146·7 . . . . . . . . . . . . . . . . . . 
( •) Gold, silver and small coins. • . • • . . - - - - - -· 
(b) Inland notes and balances with Centml 

Bank - - - - - -. . . . . . . . . • . . . . . 
z. Other Items ofa Cash Nature. . . . . . . . . 549·3 · 616.4 656.o 909-7 888.8 852-5 
3- BUls<ii.sruonted and bought. . . . . . . • . . 1,415·8 1,437-7 1,614.8 1,714-7 1,909·4 1,949·6 

( •) Trea.::;·nry bills. • • . . • - - - - - -. . . . . . . 
( !J) Commercial bills, inland . - - - - - -. . . . . . . 
(,;) Commercial bills, foreign . - - - - - -. . . . . . . • 

.f.. Investments and Securities. . . . . . . . . . 2,og6.9 2;201.6 2,577-1 3.4o6.Q J,807·4 4.166.4 
(•) Government . . . . . . . . . . . . . 1,349-9 1,450-4 1,624. I 2.002.2 2,231.3 2,519-4 
(6) Other. . . . . . . . . . . . . . . . .747·0 751-2 953-0 l,.f04·7 1,576.1 1,647,0 

5- Participations. . . . • . . . • • ·• . - - - - - -. . . . 
. . . 

6. Due from Banks {Correspondents) . . . . - - - - - -. . . 
(•) At home. . • . . . . . - - - - - -. . . . . . . 
(b) Akoad.. • . . ... . . . . . . . . ·- - ~ - -. . 

1· l.oansandAdvanoes. . . . . . . . . . . . . 1,950.6 1,942·3 2,125.2 2,107-7 2,610.2 2,738.2 
(•) On cmtent a.ccount . . ' . . . . . . . 797·7 781.9 822.2 678.5 1,119.1 r,o98.5 
(6) Other. .. 1,152.8 1,160.4 1,303.0 l,.f29.ll 1,491.1 1,639·7 . . . . . . . . . . . . . . . 

8. Cover for Acceptances • . . . . . . . . . . . 64-9 47·4 51-5 103-9 159-8 170.6 
Q.. Premises, etc .. . . . . . . . . . . . . . . . 227-3 229.1 264·5 281.5 293·6 315.1 

10. Sondry Assets. . . . . . . . . . 
' 

. . . . . 1,15)'1 1,185·4 .r,588.1 1,141-9 2,100.5 2,0<)8.3 . 
n. Total Assets . • . . . . . . . . . . . . . . 8,145.8 8,867.0 9,790.8 10.788.9 12,881.0 13,437.4 

• 
I.L-\BU.ITIES. ' 

• 
u. Capi!al paid up . . . . . . . . . . . ... . . 775-8 824·3 8g6.6 977·7 1,050.5 1,092.8 
13- Racne Funds . . . . . . . . ... . • . • . 28g.3 . 3035 324.2 364-3 418.3 457 9 
l.f- Profit-and-loss Accounts, DividendAccounts,etc. - ·- ~ -· - -
I 5· :Sotes in Cin:oJa.tioo • . . . . . . . . . . . . - - - - - -
16. Cbeqoe5 and drafts. etc.. in Circnlation. . ' . . 85.8 88.8 Bg.o 157.1 208.6 183·4 
17. Due to Banks (Cot-respondents) . . . . • . . . 944-4 86g.9 819.9 1,598.8 r,S65.2 1,919-7 

(•) At home. . . . . . . . . . . .J • . . - - - - - -
(b) Abroad .• . . . . . . . . • . . . . . - - - - - - ' 

18. !Jeposts . . . . . . . . . . . . . . . . . . 4,521.J 4.786.2 5.642.8 6,189·7 6,!)43-0 7.4]2.0 
( •) Cunent accounts and sight deposits • . . 3,008.7 3,176-4 3.743-2 3.9.53·5 4,206.2 4-538., 
(b) Sa vinp accounts . • • . • • • • . • . - - ·-· - . - -
(c) Tune or fixed deposits . . . • . . . . . 1,512.6 1,6oy.8 1,899.6 2,2J6.2 2,736.2 2,933·4 
( tl) Other deposits • • • • • . . . . . . . - - - - - -

II"J-~ts and Other BorrOWJJJgs. . . . . . . . - ... - - - -
20. ~and Endonements. . ; . . . . . 64·9 47·4 51-5 103-9 159·8 170.6 
ZL SuodJy Uabihties •.••••. . .. . . . • . 1,464-3 1,()¢.9 1,966.8 1,397·4 2,2J5.6 2,141.0 
22. TaW Liabilitit:s. . . . . . . . . • . . . . . 8,145.8 8,867.0 9,790.8 10,788.9 12,881.0 13,437.4 
2.3- \'o.lue u c:urrmcy in centJ of.a U.S. dollar at . ' 

. 
aLd. "' c:a,cb yea.r. • ... • • . . . . - • • . • . 14.2 15-3 16.7 16.2 ,IJ.8 10.7 .. ' . 
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Balance-sheet Summary. 
Number of Banks. 

The ~ivision of the total number of banks among 
the vanous groups mentioned in the introductory 

1925 

Inscribed banks .. . . . - 104 
Non-inscribed bank>.: 32 
F ort>ign banks. . 10 

Total. .l4b 

1. Cash. 

The official banking statistics do ~ot show the 
commercial banks' holding:; of gold, silver, etc., 
separately from their holding:; of paper money. 
The amounts shown in the swnmary table consist 
of " cash and balances with the Bank of Spain ". 

2. Other Items of a Cash Nature. 

The sums shown under this heading consist of 

• 1925 

Maturity of commercial bills : 
Up to ninety days . 1,409-7 
Over ninety days 16.1 

Tctal. . 1,425-8 

Most of the larger banks have foreign, as well as 
town and provincial, bill departments ; foreign bills 
are, however, not shown separately in the official 
statistics. 

6. Due from Banks (Correspondents). 

No distinction is made in the official statistics 
between amounts due from dom~tic and foreign 
banks and bankers. • 

' 

ight ~dvances . . o . s 
L oar.s in foreign currencies . 

Total (a). 

irne advances . . . T 
c ollateral advances 

Total (b) 
Grand total 

. 

. 

. 

. . 

. 

. 

o· 
. 

. 
. 0 . . . 

. . . 
. . 
. . . 0 

1925 

388.5 
40Q.2 

797-7 
418.2 
734-6 

1,152.8 

1,950.5 

_note was as follows at the end of each year under 
review: 

1920 1927 192ll 1929 1\)JO 
-- ~--

112 116 122 123 132 
' 39 74 77 llo ~'5 

9 II II 1l II 

1()o 201 210 215 22S 

cheques, etc., on other banks and small amounts 
of foreign money ranging from 4 million pco;ctas 
in 1925 to 7 mil!illl1 in 1930. 

3· Bills discounted and bought. 

The Spanish banks do not discount Treasury 
bills, and the sums shown in the table refer entirely 
to commercid bills. The official stati•tics show 
separately bills of ninety days and those of longer 
currency, as follows : 

Pesetas (ooo,ooo's). 

1926 1927 1928 1929 1930 

1,422.6 1,598.1 1,700.2 1,890.3 1,928.3 
15.1 16.7 14-5 19.1 21.3 

1.437·7 1,1!14.8 1,714-7 1,909-4 1,949-0 

7· Loans and Advaaccso 

The sums shown under (a) in the summary table 
include sight advances and loans in foreign 
currencies ; those shown under (b) include time 
loans and those specifically secured by collateral. 
The division among these groups in the years nndl'r 
review was as follows : 

Pesetas {ooo,ooo's). 

1926 1927 1928 . 1929 1930 

409.6 486.9 517.1 sSo.o 576°s 
372-3 33So3 161.4 -539ol 522.0 

781.9 822.2 tq8.5 I,II9.1 1,o9So5 

435-7 5<>7.6 597-4 683.3 7I8o8 
724o7 795-4 831.8 80J.8 920.9 

1,160.4 1,303.0 1,429.2 1.491.1 1,639-7 
1,942.3 2,125.2 2,107-7 2,610.2 2,738.2 



SPAIN 

Sight · advances generally . take the form of 
overdrafts ; loans covered by securities are generally 
made for three months with the option of exten~ion 
to six, when they must be cancelled or renewed. 
The law requires a bank extending credit on the 
security of stocks to sell the latter the day following 
default on repayment of the loan. If the bank 
fails to sell the stock on that day it loses its right 
to do so. 

8. COfle' fo' AcceptafiUS. 

are adjusted by carrying the excess cover to 
" sundry assets ". 

10. Stmilt'y Assets. 

No indication is given in the official statistics 
with regard to the composition of this account. 'As 
stated in the note to group (8) above, amounts 
equal to acceptances as shown in group (20) of 
the summary table have been carried from this 
account to group (8) in the years 1925-1928, and 

. the excess of cover for acceptances over acceptances 
Before 1929, this item was not shown separately in 1929 and 1930 has been included under Sundry 

in the balance-sheets. A sum equal to acceptances Assets in those years. The amounts involved are 
and endorsements, as shown under group (20) of 9·9 million 1>esetas in 1929 and 4·9 millions in 1930. 
the balance-sheets, has been deducted from sundry 
assets for the years :1925-1928 and carried to the n and 22. Total Assets aftd Liabilities. 
present group in the summary table. Certain . . 
small discrepancies between acceptances, as shown Not including comptes tl'ortlr•, unpaid capital or 
under liabilities, and cover for acceptances, as • banks' holdings of own shares. The last two items. 
shown under assets, f9r the years 1928 and :1929 were as follows in the years under review : 

' - . 
. Pesetas (ooo,ooo's) . 

' 1925 1926 . 1927 1928 1929 1930 

Unpaid capital . . . . . . . . . 210.9 204·7 200.0 181.3 . 100.1 130.4 
Holdings of own shares. . . . 399·9 404-6 383·9 362.3 435-4 00<).8 

~ Total •• . . . . . . . . 61o.8 00<).3 583·9 543.6 595·5 740.2 

16. Cheques antl /),afts i11 Circulatiofl. due to the currency speculation which characterised 
The amounts shown under this heading consist of that year. 

bills payable and other obligations due. . 
· . z8 • . D~sits. · 

17. Dtu to Baftks (Correspontlllnts). 
. . . . . . The amountsfhown under (a) in the summary 

. The sharp mcrease m this account m 19~. whic!T' table consist o sight deposits and · deposits in 
IS ~ked~ all classes of~ but ~icularly foreign currencies and those under (c) consist of 
noticeable m the case of forelgll banks, IS probably deposits made for one month and for longer periods. 

Sight deposits • . . . . . . . . • . . 
Deposits in foreign currenci~ . . . . 

Total (a). . . . . . . . 
Time deposits : . 
Up to one month • • . . • . • . • • 
Over one month. . ·• . • . • • • . . . 

Total (c). . .. 
Grand total (a)+(c), ..• 

1925 

2,573.2 
435·5 

'3,008.7 

Interest • generally allc:.wed on current accounts 
at the rate of 2 Yz per cent per annum and on time 
accounts at higher rates. Many of the private 
banks also accept savings deposits. • 

821.3 
7BB.s 

1,6og.8 

Pesetas (ooo,ooo's). 

3.333.0 
410.2 

3.743.2 

' 

3-953·5 

982.7 
1,253·5 
2,2J6.2 

6,189·7 

1929 

3,694-1 
5I:Z.1 . 

1,2go.z 
1,446.0 

2,7J6.2 

2o. Acuptances afttl Efltlorsements. 

See notes to groups (8) ilnd (Io) above. 

1930 

2,933·4 
7.472.0 

' 
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SWEDEN 

Introductory Note. 

In the early stages of the world economic 
depression, which affected Sweden later than most' 
other countries, foreign short-term capital sought 
refuge with Swedish banks. During the European 
financial crisis of the summer of 1931, however, 
this capital was largely withdrawn ; the Swedish 
banks held important claims on the countries 
concerned and it was feared that they would be 
seriously affected by the freezing of these assets. 
Moreover. an unfavourable turn in the balance of 
payments, consequent upon a growing import 
surplus and increased foreign exchange require
ments of the Kreuger concern, put a heavy strain 
on the devisen reserve of the central bank. This 
strain was further intensified after the British 
suspension of the gold standard (September 19th) 

and the Riksbank even began to lose gold. On 
September 28th, the ,gold standard was therefore 
suspended also in Sweden. 

Although the events of 1931 had no serious 
visible repercussions on the commercial banks, th<' 
latter were increasingly affected by the deterioration 
of economic conditions ; and to alleviate their 
position, without precipitating any sudden credit 
contraction, they had recourse to the central 
bank for rediscounts on a considerable scale. The 
evolution of the banking position up to the end of 
1931, on the one hand, and during the subsequent 
period up to the end of 1933. on the other, may be 
judged from the following statement summarising 
the principal accounts of the commercial banks 
and the Riksbank : 

I 

Commercial banks Riksbank Rika-
' bank aod 

commer-
cial 

End of All loans Re- Gold banks: 
Domestic 

Loans and Deposits discounts Banken' Note at home foreign 
. dis• 

on shares domestic with sight ci.rcula· and .... .. 
couots1 

discounts Riksbank balances' tion abroad• (net 

' 
holdings) 

Kronor (ooo,ooo's) 

1929 . . 966 1,123 .P69 3.481 251 9 569 245 584 
1930 . . . . . . . 1,028 1,253 4·437 3,6Jl 197 8 594 241 554 
1931 . . . . . . . . 976 1,18] •• 6J8 3.554 326 '5 583 2o6 •90 

. ' 

1932 . . . . . . . . . . 1,169 888 .. ,200 3-556 115 49 598 206 ••a 
1933 . . . . . . . 1,103 7°7 3o905 J,6·l9 - 249 648 370 553 

' ' 

As a result of the breakdown of the Kreuger 
concern in March 1932, certain banks were exposed 
to considerable strain, although the public remained 
calm and no run on deposits occurred. In particular, 
one • of the largest banks, the Skandinaviska 
Kreditaktiebolaget, had granted the concern 

considerable time, the bank applied for temporary 
State assistance to restore its liquidity. This 

- extensive credits. As these credits, though fully 
secured, would remain immobilised _ for a 

. assistance was granted by the National Debt Offict" 
to the extent of 100 million kronor in the form of a 
loan (redeemable within eight years) on security of 
the bank's registered certificates ( /6rlagsbet-is •j 
and, in addition, to the extent of IIS million kronor 
in the form of a credit against certain securities 

l Excluding rediscounts. . . 
1 Including, in addition to sight balances of commercial banks, a small amount of other cleanng balanct'tl w1th tbe 

Riksbank (to million kronoc at the end of 1933). . . 
• Gold counted at legal mint parity even after the suspens1on of the . gold standard. . 
• For explanation of tho nature of this special form of secunty representmg bomlwed oupplementary cap1tal, ..., 

Memorandum ON Commercial BaN~s, 191 ]·1929, page •5+· 

u 
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pledged with the bank by the Kreuger concern. banks' rediscounts with the Riksbank dropped to 
Pending the complete repayment of these advances, nil in the summer of 1933 (since when no recourse 
the bank"s dividend must not exceed 8 per cent has been had to the central bank for such · 
of the nominal value of its shares. Apart fr~m borrowings), and the idle funds deposited by them 
this State assistance, a numbt-r of commeraal . on . sight account· with the Riksbank ro~ to an . 
b.ulks deposited with t~e. bank in question s~ unprecedented level. In 1933, t~erefore •. th~ cash 
amounting in all to 40 million kronor, half of which position of the banks wo.s exceptionally liquid and 
was not to be withdrawn for one year and the money rates fell to a level previously unknown in 
other half for two years. The bank subsequently Sweden. 1 

· . . 

\\TOte off or transferred to del credere accounts The right of banks to acquire shares has 
assets amounting to 89 million kronor, using for repeatedly been discussed in Sweden. · Severe 
that purpose 39 mi~Iion kronor from c~r.ent profits. restrictions in this respect were imposed by the 
and available sp1.>cial funds and so million kronor banking law of 1911. On June 2nd, 1933. certain 
from its ordinary reserve fund. In closing its 1933 &.mendments to this law were passed which went 
accounts at the beginning of l934. when the bank into force on January xst; 1934· · According to 
had repaid 65 million kronor of the credit due to these amendments, . the a hove right has been 
the National Debt Office and 20 million kronor of restricted to : 
the sum deposited with it by Swedish commercial' (I) Shares in companies whose sole object 
banks, it wrote off assets by another 10 million is to administer real estate intended to serve 
kronor, but was nevertheless able to resume as bank premises ; 
dividend payments. • 

Several other banks incurred heavy losses in 1932, r;<; (2) Subject to royal warrant, shares in 
partly on account of credits to certain export other Swedish banks, in foreign banking 
industries which were severely hit by the general companies, or in Swedish companies founded 
depression, but largely on accqunt of loans granted for a purpose which may be considered 
customers on security of debt-ntures and shares in beneficial for banking or in the public inter.,st .. 
the Kreuger and Toll Company and various other . 
companies connected with that co11cem. Assistance The .banks still have the right, however, to take 
to some of these banks was granted by the , over other shares pledged as security for loans in 
AktiebolageJ Krtditkassatt, (an official credit order to protect themselves againstappreciable loss; 
liquidation institute), to which reference was made but such shares must be sold as soon as this may· 
in the previous edition of this Memorandum. be done without loss. · 

The depreciation in the exchange value of the · · The recent amendments to the banking law also 
krona was further accentuated in connection with include certain regulations regarding the granting · 
the Kreuger crash, and, while imports were of credits by banks and, in particular, rt:garding 
considerably reduced as from the early summer loans on security of shares, advances to a single 
of 1932. exports recovered markedly as from the customer or group, of customers associat.,d in 
beginning of 1933· Capital movements were also t.'COnomic interests, etc. In order tp avoid unduly 
affected. These factors largely explain the rapid fettering the liberty of the banks, these rc:gulations 
increase in visible foreign exchange reserves and were not given the character of stringent rult•s, 
in the gold reserve up to the end of 1933, as shown but of general directions. On the other hand, the 
in the above statement. On the other hand, the functions and authority of the official Bank 
general kvel of prices was kept stable and a certain Inspectorate, which must supervise the effective 
recovery in economic activity, and partiClliarly in · · application' of these directions, were at the same 
industrial production, was noticeable as from the time extended or rendered more explicit. · 
s~er of ~932. Nevertheless, t_he banks r~uced · A committee appointed by the Government to 
heavily their loans on the secur~ty of shares and investigate the problem of medium-term credits ! 

certain other credits whi~h had previously been to industry has recently proposed the creation of a 
fro~n. Although domeshc ~unts (excluding semi-official institution to grant such credits for 
rediscounts) were ll:ctually .mcr~d, the total one to ten . years against the issue of special 
volume of outstanding credits declined be.tween debentures. It is anticipated that such• an 
the end of 1931 and ~he en~ of 1933 by IS per ce':lt insti~ution, while rendering considerable servlc~ 
(or by. 21 per cent, mcluding the part .of the ~1ll particularly to smaller industries, would help to 
portfolio ceded to the central bank), while deposits, relieve the ordin<.ry banks of certain credits which 
rose by :z per cent. As a result, the commercial are not !hort-term in character. 

~ Sinat Deumber ;'133. both the official dilcount rate and ·~· market rate for three-mootha' C:~m~~ial pa ..... r have 
a '·.S per ceut. r-
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Table 21 (a). 

ACCOUNTS 

Number of: aanks .. \. ........ . 
· Branches and Sub-Branches. . . 

AssETS. 
. . . . . . . . . . . . . . . . 1. Cash. 

(a) 
(b) 

Gold, silver and small coins . . . . 
Inland notes and balances with Central 

Bank. . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . 
3· Bills discounted and bought. . . . . ., . . 

(a) Treasury bills. . . . • . . . . . . 
" (b) Commercial bills, Inland. . . . . . . . 

(c) Commercial bills, Foreign . . . . . 
4· Investments and Securities. · . . . . . . . . . 

(a) Government • • . . . • . . . . 
(b) Other . . . • . • . • . . . 

5· Parhcipations. . . . • . • . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home ..... , . 
(b) Abroad .. ·. . . • . . . ... 

7· Loans and Advances. . . . . . . • . . . 
(a) On current account ·. . . . . . . . 
(b) Other ..... ' . . . . • ..•.. 

8. Cover for Acceptances. . . . . . .. . . . 
9· Premises, etc. . . . . . . . 

10. Sundry !ssets . . . . . : . . . 
• J • • 

IJ. Total Assets . . . 

, 'LJAB!LITJES. 

12. Capital paid up. . . . . . . . . . . . . , . 
. 13. Reserve Funds . . . . • . . . . . • . . 

14. Profit-and-Loss Accounts, Div~dend Accounts, etc. 
15. Cheques and Drafts in Circulation . . . . . . 
16. Due to Banks (Correspondents) . . . • . . • 

(a)Athome ..••........ .. 
~(b) Abroad . . . . . . • . . . . . . 

17. Deposits . . . ·. . . • • • . . . . . . . . • 
(a) Current accounts and sight deposits. . . 
(b) Savings accounts • . . . • . . . . . . 
(c) Time or fixed deposits • . . . . . • • 
(d) Other deposits . . . . • . . . . . 

x8. Borrowings by the Banks . • . . . . 
19. Acceptances and Endorsements. . . . . . • . 
20. Sundry Liabilities. . . . . . . . . . . 
21. Total Liabilities. . . . . . . . . . . . • 
22. Unutilised balances of credits granted • . . . 

• 23. Rediscounts . . . . . . . . . . . . . . . . 
24. Borrowings against own or pledged securities . . 
25. Guarantees. . . . . . . •. . . . . . . 
26. V al11e of currency in cents of a U.S. dollar at 

the end of each year . • . " • • . . . . . . . 

SUMMARY OF POSITION AT THE END OF : 

1925 1929 

32 
1,059 

30 
1,015 

1930 

30 
1,015 

1931 

30 
1,016 

1932 

30 
1,012 

Kronor (ooo,ooo's omitted) · 

86 R4 89 RR 133 
1 

85 
40 

903 

272 
137 
135 

3·347 
763 

2,584 

I 

83 
43 

1,047 

302 
89 

213 
3,203 
. 732 

2,471 

I I 

88 . 87 
46 .. 47 

1,150 1,066 

208 
93 

us 
),408 

849 
2,559 

792 
2,6oo 

85 89 87 88 
230 

5,492 
34q 220 ·258 

5,430 5,383 5, 707 
--'--1---

525 
294 

87 
331 
211 

120 

3·494 
700 
780 

2,014 

5,430 

207 
281 
29 

26.8 

514 
312 

. 93 
319 
208 
1IJ 

3.481 
65<1 
688 

2,1J4 

5,383 
31() 
254 
41. . .. 

26.8 

514 
321 

82 
458 
212 

246 
3.631 
6~1 
710 

314 
1 

386 
5,707 

209 
199 
. 28 

26.8 

525 
309 

j6 
320 
257 

63 
3.553 

610 
686 

2,257 

325 
2 

3R2 
5,492 

257 
327 

25 
(265) 1 

I 

132 

47 
1,239 

266 
172 
94 

3,031 
650 

2,381 

94 
453 

5,689 

525 
2';13 

61 
334 
287 

47 
3.550 

625 
648 

2,283 

5,689 

238 
u6 
129 
151 

17·9 

1933 

333 
I 

332 
58 

1,166 

229 
qo 

89 
2,802 

542 
2,260 

98 
506 

5,654 

505 
204 

72 
354 
245 
109 

J,628 
• 674 

64] 
2,31 I 

5,654 

254 
I 

91 
156 

1 J aouary 30th, 193•· I 16,8 c:eota of old Bold oooteut. 
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SWEDEN. COlii:IIERCIAL BANKS Table 21 (b). 

ACCOUNTS 

Number of Banks. . . .. . . . . . . . ..... 

Capital paid up. • • . • . . . . . . . . . . . 
Reserves and Undivided Profits . • . . . 

1. Gross Profits. . . . . . . . 
To be ileducud: 

2. Expenses. .. . : • . . . . . . • • · · 
(a) Salanes, et<:. . . . . . . . • . . . . . 
(b) Other workmg expenses . . . . . . 
(c) Taxes, etc. • . • . . • . . • .... 

3· Rt>SerVed for Pension Funds, etc. . . . . . . . 
4. Written oH on (Depreciation Accounts for) • . . 

(a) Premises, ~tc. • . • . : . . . • . ~ . 
(b) Investments and secuntles ••.•... 
(c) Other assets • . . . . . . . . . . . . • 

5· Remaining Net Profit ( +) or Loss (-) . . . . 
6. Carried forward from preceding year ••.• 
7. Taken from Reserves or Capital. • • . . , • . • 

8. Total Amount disposed of for Dividends, etc ..• 

9- Carried to Reserves. . • . . • • . . . • • 
10. Dividends . • . : . . . • . • . . . . 
u. Directors' Fees, etc.. . . . . . . . 
12. Carried forward to following year. 

. . 

. .. .. . . 
IJ. Total as above • • • • . • . • . • . • • • 

14- Value of currency in cents of a U.S. dollar at 
the end of each year. . . . . . . . . . . . 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRffiUTION OF PROFITS . 

33 

525 
. 331 

-

150.8 

.71.7 
45-5 
r8.2 
8.o 
0.4 

35.1 
1.0 

+ 43.6 
J6.6 
3-3 

83.5 

3-4 
40.1 

40.0 

83.5 

26.8 

FOR THE YEARS : ·· 

1929 1930 ' 1931 . 1932 

JO 30 JO 30 

- Kronor (ooo,ooo's omitted) 

t 
514 t 514 525 525 
34R 362 353 325 

-----1------1------1------1 
160.4 156.4 

74-4 77·5 
46 .. 1 47·2 
19.0 21.5 

9-3 8.8 
1.2 1.1 

19.8 38.6 
1.9 2.1 
1-4 2.5 

16.5 34.0 

+ 65.0 + 39.2 
35-9 41.1 
- 17.1 

100.9 

8.8 
SI.O 

41.1 44-2 

100.9 • 97.4 

26.8 ' 26.8 

169.9 162.2 

75·6 70-5 
46.9 .. 46·4 
21.2 19-9 

7·5 4· 2 

0.5 O.J 
61.1) 2J0.8 

o.l! o.8 
28.1 43-9 
33-0 192.1 

+ 31.9 -145.4 
44.2 J1.7 

1.7 100.4 

77.8 

11.4 
34-7 

31·7 

77.8 

18.7 

46.7 

27.2 

46.7 

17-9 

Balanee-aheei Summary. 

I. Ctuh. 
• 

The sums given under (a) represent exclusively 
gold. Silver and small coin& are not shown 
~t:para tely from domestic bank-notes and sight 
balances with the central bank. 

2. Other Items of 11 Cash N atu1e. 

The sums given in this group consist of cheques 
and bills payable at sight and foreign bank-notes. 

J. Bills tliscounUd and bought. 

' Treasury bills are included under securities given 
in group 4· Inland discounts in group 3(b) exclude 
bills rediscounted, which, in conformity with the 
procedure adopted in the Swedish statistics,, are 
given in a special account (item 23 of the summary 
table) outside the balance-&heet proper. In the 
following statement, the inland discounts are shown, 
including the rediscounts in conformity with the 
practice followed in most othrr countries : 
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Kronor (ooo,ooo's) 

1925 IQ:ZQ 1930 1931 ,_19~1 1913 
•. 

Inland bills : I 
In portfolio. . . . . . 854 966 1,028 976 1,169 r.ro3 
Rediscounted • . . . 281 •54 199 327 116 I 

Total. 1,135 1,220 r,n71 1,303 1,284 I 1,104 

4· I nveslments and Securities. 

Kronor (ooo,ooo's) 

1929 19]0 1931 IQJl 1933 
-

Government securities and interest-
' bearing bonds : 

Inland. . . . . . . . r62 185 177 199 217 
Foreign. . . . . . 135 173 126 98 63 

Shares. . . . . . . . g8 103 

I 
108 ll9 182 

Total. 
-. . . . 395 461 411 426 462 . 

7~ Loans and Advances. 

The sums shown under (a) only represent amounts 
a<;tually drawn : the undrawn balances of the 
credits opened by the banks are not included in 
the balance-sheets proper in the Swedish banking 
statistics. On the other hand, the total amount of 
credits opened is shown in these statistics as a 

separate account outside the balance-sheet. The 
undrawn balances obtained by deducting the sums 
included from those shown outside the balanc, .. 
sheets are given separately in group 22 at the 
bottom of the summary table. In the following 
statement, the loans and advancl'S, including the 
undrawn balances as above, are divided according 
to the nature of their cover: 

. 

1925 1929 

Credits opened in current account : 
Actually drawn • . 763 732 
Undrawn balances. . •67 310 

Loans • . . . . . 2,584 2,471 
Total .• . . . ],614 3.513 

Thereof granted against : 
1. Mort«ageo • . • 1,520 1,468 
2. Shares. . 1,128 1,123 

3· Bonds, goods or other real .• 

security • . . . . 390 384 
4· Personal guarantees. . . 576 538 

Total as above . . ],614 ],513 

17. Deposits. 
The sums given under (a) include, in addition 

to sight accounts proper (giro and cheque accounts), 
depo.sits on less than one month's time or notice. 
In conformity with the principles adopted in the 
Swedish banking statistics, the potential sight 

'· 

192~ 1929 

---, 
Giro and cheque accounts. . . 409 409 
Unutilised balances of credits opened. 267 ]10 
Deposito under one month . . • . 291 250 

Total. . . . .. ¢7 969 

Kronor (ooo,ooo's) 

1930 1931 1932 19.13 

849 79• 65o 542 
20g 257 2]8 254 

2,559 2,6oo 2,381 Z,26o . 
3.677 3.649 ],269 ' 3,056 

1,427 1.398 1,419 1,421 
1,253 1,183 888 707 

475 589 495 495 
522 479 467 427 

3.~ ],649 3··~ ],056 

liability represented by the unutilised balances of 
credits granted are not included under d<.>posits 
in the summary table, but are shown as a separate 
account outside the balance-sheet. Had they been 
included, the sums under ( '!) would bave been as 
follows: 

Kronnr (ooo,ooo's) 

1930 1931 1931 193) 
-

436 438 
. 4o6 437 

20g 257 238 254 
245 172 Zl9 237 

950 867 863 928 
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Deposits r~jved on savings accounts (the sums 
shown under (b) in this group of the summary 
table) must not exceed 4,000 kronor for any one 
depositor. Withdrawals from savings account are, 
under the law, subject to one week's notice, but 
are, in practice, allowed at sight up to a maximum 
of I,OOQ kronor per month. The savings accounts 
therefore serve the small customers of the banks 
as current accounts. 

The sums given under (c) are showrr in the 
banking statistics under the heading " deposit and 
capital accounts " and represent ordinary time 
deposits for periods varying between one and six 
months. · · 

Under the Bank Law, the total of a bank's 
deposits, less an amount corresponding to the sums 
held by it on deposit with other domestic banks, 
must not exceed eight times the amount of its own 
funds, 1 plus the funds borrowed through issue of 
forlagsbevis (see note to group 18 below). 

On the other hand, the banks must maintain a 
cash reserve in easily realisable assets which, 
together with the actual cash, must amount to 
not less than 25 per cent of all their liabilities 
payable on d<'mand. 

-
. 

1929 • 

Borrowings from other than banks : 
Mortgage boods. . . . 1J5 -
F6rlagsbevis. . ' . 156 
·~ber borrowings . . . . . 6 

Total (group 18). . . . 297 

Rediscoants. ·. 
Bonowings agai;,.t .,;,.,; .;,. ~~~~.,.j 254 

&eeu.ntJell. • • • • • • • . - • • 41 
Grand total. . . . 592 

' 

' 

18. Rediscounts and Other Borrou·ings by the Banlu. 

The sums given in this group of the summary 
table are headed in the · banking statistics 
" borrowings from other than banks and savings 
banks". They include the bonds of a mixed 
commercial and mortgage bank (Stockholms lnteck
ningsgaranti, .4.B.) and registered certificates 
(/firlagsbevis) issued by some of the banks for the 
purpose of strengthening their position so as to 
comply, inter alia., with the legal minimum 
requirements reg-..rding ratio of own funds to 
deposits referred to in the preceding note (see also 
introductory note). In addition, the banks have 
frequent recourse to. rediscounting of bills almost 
~xclusivcly with the central bank. As mentioned 
in the note to group 3 above, these bills &nd the 
liability incurred in respect of them are not included 
in the balance-sheet proper in the banking statistics. 
The borrowings. of the banks against their own· 

- securities or securities received as collateral for 
loans are likewise t'Xcluded and are shown outside 
the balance-sheet. If these two items be addf'd, 
the following totals are obtained : 

Kronor (ooo,ooo's) . 

1930 1931 1932 1933 

ISO 100 151 147 
159 159 258 251\ 

5 6 123 84 
314 J25 532 487 

I 
199 J27 . I 116 I 

28 •5 129 91 
541 677 777 

. 
579 

) 

Summary of Proft&-and-Loss Aeeounta. 

It will ~~ seen from the summary table that the 
losses wnttcn oil assets in ·· 1932 considerably 
rxceeded the aggregate of the current profits and 
the •• carry-o~er " from the preceding year. A 
very _substantial part of the losses were me't by 

· dra wmg on reserves and, in the case of certain 
banks, even on the share capital. In the latter case 
however, the banks concerned called upon thei; 
sh;areholders to pay ut> the deficiency (in conformity 
WJth the prescription of the banking Ia w) so as to 

. resto~e the capital to its previous amount. This 
~xplams ~hy- the loss· of share capital, although 
mcluded '!litem (7) of the summary table, is not 
apparent m ~~figures for capital paid up. Profit
a_nd-loss st~t!shcs for 1933 are not available at the 
tune of wntmg i but, from such individual bank 
accounts as. have been published, it would appear 
that losses m that year were much smaller in the 
aggrP-gate than those suffered in 1932. 

1 Ia the cue of a bank in · · 
tim .. the &IIIOIInt of t~. I own funds of not more than 5 _million kronor, the dep<llli~ muot not exceed live 
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SWITZERLAND. 

Introductory Note. 

The structure of the Swiss banking system and 
its development up to 1929 were described in detail 
in the last issue of this Memorandum. The figures 
shown in Summary Table 22(a) suggest that, 
between the end of 1929 and the end of 1932, there 
was a relatively slight contraction in the total 
balance-sheet of Swiss commercial banks, and that 
the net changes in the aggregates of the more 
important items - loans and deposits - were 
also comparatively small. This summary table 
is, however, based upon the returns of several 
groups of institutions, including cantonal banks 
whose deposits enjoy a public guarantee. The 
accounts of the big banks, which transact the bulk 
of the genuine commercial banking business in 
Switzerland, have undergone quite a different 
development in the course of the economic 
depression from the accounts of the cantonal and 
local banks. It is therefore necessary to consider 
them separately, and the principal balance-sheet 
items of the big banks at the end of each year since 
1930 are set out below : 

Francs (ooo,ooo's) 
-

19JO 1931 1932 - -- --
I. Cash, etc. . . . 344 995 970 
2. Bill portfolio. 1,483 951 807 
3· Securities, etc . 300 281 266 
4· Correspondent debtors . 1,651 718 538 
5· Loans on current 

account . . . . 3.II5 2,562 2,298 
6. Capital, reserves, etc .. 1,163 1,206 '1,171 

7· Correspondent creditors . 85o 470 .376 
8. Deposits 1 : 

(a) Current accounts. 1,386 1,520 1,489 
(b) Time deposits . 2,580 1,782 1,433 

9· Acceptances . . . . . 673 339 193 --
10. Total balance-sheet . 8.578 7.171 6,429 

I Excluding cash bonda. 

Between the end of 1930 and the end of 1932, 
the total balance-sheet of the big Swiss banks fell 
by 2,150 million francs, or 25 per cent. Figures 
comparable to those given above are not available 
for the end of 1929, but it is known that, in the 
course of 1930, the total balance-sheet of these 
banks increased by about 500 million francs. 

A striking feature of the development of the 
banks' accounts since 1930 is the greatly increased 
importance of the cash item, which more than 
doubled between 1930 and 1932, rising from ·Jess 
than 9 to over 33 per cent of total deposits. As 
early as 1930, the big banks, in view of the general 
feeling of economic insecurity, began to incrt-ase 
their cash resources, and a large part of the foreign 
capital deposited in Swiss banks and the Swiss 
capital repatriated in 1930 and 1931 was maintained 
by the banks in liquid form. It is generally 
understood that an appreciable part of the increase 
in cash holdings in recent years has taken the form 
of gold. The Swiss banks are not required to 
show their gold holdings separatdy from other 
cash, but an analysis of the gold import and export 
st~tistics and the returns of the National Bank 
shows that net imports of gold exceeded the 
increase in the gold stocks of the central bank 
held at home by 270 million francs in 1931 and 
180 million francs in 1932. A small part of the 
excess represents gold t~ken by the industrial 
arts ; the remainder must be held by private 
individuals and by hanks, for their own account 
or for account of others. It must be pointed out, 
moreover, that this comparison fails to take into 
account any gold held by the private banks und,·r 
earmark abroad. (See also note to group I in 
Balance-sheet Summary below). 

It is not possible to determipc from the Swiss 
banking statistics the amount of foreign capital 
which has sought refuge in the country. The 
increase in current account deposits shown in thl' 
above statement for 1931 is no doubt largely dul' 
to foreign accounts, and the decline in 1932 
coincides with a withdrawal of capital towards 
the end of that y~ar ; but this period was one of 
considerable domestic credit contraction, and 
foreigners' accounts cannot be segregated from 
those of Swiss nationals. Time deposits fell by 
1,150 million francs betwet'n the end of -1930 and 
the end of 1932. This decline is partly explained 
by diminished savings consequent upon the 
economic crisis, partly by mass withdrawals from 
certain banks resulting from lack of confidence, 
and partly by the reduction in intert>st rates 
paid by the banks. The average rate of intert'St 
paid by the big banks on savings and time deposits 
fell from 31 per cent in 1930 to less than 3 per cent 
in 1931 and 2 f per cent in 1932. The extent of 



zoo SWITZERLAND 

urrt>nc , hoarding during the financial crisis of 
c } bt- gauged from the movt>ment of the 19f ~~~~:ulation of the_ National Bank, which :':..asro by almost 700 million francs bt-tween the 
middle of May and the end of 1931. 

Correspondent debtors showed a more marked 
decline, both absolutely and relatively, than any 
other asset item bt-tween the_ el!d of _1930_ and the 
nd of 1932_ The fall in th1s 1tem IS chiefly due 

~o the withdrawal by Swiss banks of short-term 
credits previously extended to Central Europe and 
was particularly sharp in 1931 ; the smaller 
decline in 1932 _ when exchange-control 
regula lions and standstill agreements prevcn ted_an Y 
further large withdrawals - rel?resents chiefly 
the conversion of short-teml cred1ts to Germany 
into long-term investmt>nts under Clause IO (t~e 
so-called " Swiss Clause .. ) of the Standshll 
Agreement ~f February 1932. The banks' bill 
po rH li 1so fell very sharply in 1931 due partly o o a • 

Deposits 

Number of-

to the failure to renew foreign bills upon -expir-y. 
The internal demand for discount_ cre~1ts was 
ed d in consequence of the fall m p~1ces an~ 
~he~~: level of economic activity. The b1g b~n~ 
current account credits fell by over 8oo million 
f or 25 per cent; between the en~ of 
:anocs~nd 1932 ; this reduction, more espec.ally 
. 9;931 also in large part represents loans abroad. 
!Fhe s~rp decline in acceptances_ partly ~eflects 
the fall in international trade ; m pa~t, II also 
reflects the elimination from t~e banks balan~
sheets of own acceptances discount~d, . and,· m 
part, the conversion-of acceptanc~ cred1ts mto cash 

credits. · f . that 
Reference has already been made to the a_ct 

the big banks in _Switzerla~? underwent a different 
development dunng the cns1s from the other groups 
of banks. The following statement shows the 
principal accounts of the various groups of banks 
at the end of 1930 and 1932. · 

Discounts, loans, - Total balance-sheet etc. ·. 

Per eerlt Perc:mt, Per cent 
. institutioas 

Fl'aDcS Francs Francs Group 
(ooo,ooo's) of commercial (ooo,ooo's) of commercial 

(ooo,ooo's) 
of commercial 

banks banks banks 

~~193z .1930 I 1932 1930 1932 1930 1932 1930 1932 1930 1932 1930 1932 
-----

8 8 1. Bigbanb. 5.644 4.4s7 38 . 32 6,081 4-444 39 J1 8.578 6,420 43 . 35 . . . . 
2. Local bun : 

Bif!ger 82 8r 2,667 2,751 r8 . . 
Smaller. . . (00 100 4'5 HO 3 3- Cautonal bann . . 27 27 5.993 6,231 41 

Tnlal c-;,,..;"' ---- ------
BIIU$ (I·J) 211 216 '4·1'9 13,909 IOO 

-- ----
4- Raillri!oen baDks' •uo-

ciatioa . . . . 1(516) 1(571) 247 298 
.5- SaYings banlno • • 92 92 1,177 l,JIO 
6. Trnrt companies. - 46 47 128 103 

The last column of the above table indicates that 
the decline in the total balance-sheet of Swiss 
commercial banks between 1930 and 1932 shown 
in Summary Table 22{a) is entirely to be ascribed 
to the big banks. The balance-sheet. totals of 
all other groups of commercial banks rose during 
these years, most 111arkedly in the case of- the 
cantonal banks. The share of the big banks in 
the total balance-sheet of all banks here classified 
as commercial fell from 43 per cent in 1930 to 
35 per cent in 1932, while the share of the cantonal 
banks rose from 37 to 43 per cent - the cantonal 
banks thus becoming, from the point of view of 
total balance-sheet, the largest group in Switzer
land. The share of the local banks also increased 
10mewhat, more particularly the larger institutions .. 
' The columns for depo!oits and discounts show 
5Unilar movements. Deposits in savings banks 
also increa,sec~, as did those in the co-operative 
credit associations. It will also be noted that the 

20 2,784 2,958 18 21 3-436 3-546 17 If} 
4" 454 3 3 S07 536 3 3 3 

7·465 7,686 37 43 45 6,175 6.459 . 40 45 

-- - ---- ----------
IOO Ij,461 '4-315 100 100 '9·986 z8,r88 100 100 

---- - -- ------ --
267 325 2J5 290 

I 1,025 1,149 ' 1,26t.J 1,411 

I I 6J4 54' '·7•5 1,6571 

number of units affiliated to the Raiffl'isen banks' 
association (shown in brackets) increased .during 
this period. The total balance-slu~·t of the trust 
companies, deposits in which are of ·small relative 
importance,' fell between 1930 and 1932. 

The only change in the number of commercial 
banks operating in Switzerland resulted from the 
failure of the Banque de Geneve - one of the 
bigger local ba'nks - in the summer of 1931. In 
July of that year, the Comptoir d'Escompte de 
Geneve, a big bank, absorbed the Union financiere 
de Genevc, a trust company, and took the title 
"Banque d'Escompte suisse". The position, of 
the Union financiere had been affected both by 
the American stock market collapse and by the 
events in Central Europe in the previous months. 
The Comptoir d'Escompte, which was also in a 
weak position, reduced its capital from 6o million 
to 42 million francs, and used the difference, 
together with 8.5 million francs taken from reserves, 
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to write off losses. Its capital was subsequently 
increased to IIO million francs by the issue of 
28 million new ordinary shares and 40 million 
preference shares. · · 

From the . moment of the amalgamation, the 
Banque d'Escompte suffered from continuous 
withdrawal ol aeposits, due largely to the lack 
of confidence created by the collapse of the Banque 
de Geneve, with which the Comptoir d'Escompte 
was closely associated. In order to cover the 
very extensive withdrawals, it called on other 
commercial banks and the Caisse des Pr~ts (see 
below), which granted it credits amounting to 
II6 million francs. Eventually, in April I933, a 
reconstruction of capital was arranged. 1 he 
share capital of IIO million francs was reduced to 
40 millions (B capital) and new capital amounting 
to 35 millions (A capital) was provided as follows : 
the Confederation converted claims of 20 million 
francs into shares, the creditor banks converted 
claims of approximately I4 millions and a further 
I million was raised by new subscriptions. The 
capital reduction and the new capital were used 
to cover losses on inwstments, shown at .23 million 
francs in the I932 balance-sheet ; 44 millions were 
used for writing off, or constituting reserves against, 
frozen credits ; and the remainder was applied to 
depreciation on account of correspondents and 
premises. 

The Confederation was also authorised to deposit 
15 million francs with the Bank in order to increase 
its liquidity. The help of the Confederation was 
made dependent upon the following conditions : 
{I) measures of re-organisation within the Bank: 
reduction of wotking costs, limitation of foreign 
business, etc. ; (2) new shares of IS millions to be 
taken up by other banks (see above) ; 13) other 
banks and the Canton of Geneva to accord the 
bank a credit of not less than IS million francs and 
(4) other banks' time-deposits with the Banquc 
d'Escompte, amounting to approximately 40 
million francs. not to be withdrawn until the end 
of I934· 

Two months after the ratification of this scheme, 
the Banque d'Escomptc absorbed the Banque de 
Depots et de Credit (Geneve), with which it had 
been closely connected for some years, and which 
recorded losses amounting to almost the whole of 
its capital and reserves. Each shareholder of the 
Banque de Depots received two B shares of the 

· Banque d'Escompte (nominal value I franc each) 
and one bon ds caisse of 25 francs. 

The Caisse des Prets (Eidgenossische Darlehen
kasse) referred to above was created in the summer 
of I932 as a temporary instrument for the purpose 
of assisting banks and other enterprises in 
difficulties. It is authorised to grant loans against 
second-class paper ; paper bearing its endorsement 
is eligible for rediscount by the National Bank. It 
can issue interest-bearing bons de caisse with a 
currency of not more than five years. Its liabilities 

' 
must not exceed 200 million francs; It is supportrd 
by a guarantee fund of 100 millions, of which 
75 millions were provided by the Confederation and 
25 millions by Swiss banks and other enterprises. 
Liabilities exceeding this sum are guaranteed by 
the Confederation. The whole of its profits are to 
be placed to a reserve fund. At the end of 1933, 
loans of the Caisse des Prets outstanding amounted 
to almost 70 million francs ; the greater part of 
its funds was raised through rediscounting at the 
National Bank. 

In the course of 1933, three of the big banks (the 
Basler Handelsbank, the Banque Federale and the 
Union de Banques suisses) sought authorisation 
from their general assemblies to purchase below 
par and cancel part of their outstanqing share 
capital and to write off losses to a corresponding 
amount. This operation has by now been carried 
through in the case of each of the banks concerned, 
the first two having thereby reduced their capital 
by 25 million francs and the third by 20 millions. 

In November I933 the Banque populaire suisse 
(Schweizerische Volksbank). one of the largest 
commercial banks in Switzerland, announced a 
scheme of capital reconstruction in view of the 
heavy losses it had suffered through its foreign 
loans and on its advances to the hotel and watch
making industries. This bank is a co-operative 
credit institution, drawing its funds from semi
autonomous branches all over the country, and has 

. no fewer than 350,000 depositors and Ioo,ooo 
shareholders. Consequently, the Confederation 
was willing to grant -the extensive assistance 
required to protect depositors against loss and to 
prevent the complete wiping-out of share capital. 
The Ia tter, amounting to I86 million francs, was 
reduced by half to 93 millions and reserves from 
29 to 3·5 millions. This reduction in the bank's 
own funds by II8 million francs was effected in 
order to offset losses incurred or anticipated to the 
amount of 82· million francs, and contingent losSt'S 
of 36 millions. Shareholders, the nominal value 
of whose holdings had been rcduct·d by 50 per cent, 
received certificates entitling them to benefit from 
the eventual reimbursement of fro7.en credits 
written off. 

New capital of IOO million francs was provided 
by the Confederation, of which 25 per cent. to be 
paid immediately. As conditions of this assistance, 
it was laid down that the internal administration 
of the bank should be re-organised, that the 
Confederation should be representt>d at the General 
Assembly in proportion to its holding of shares and 
should name a majority of the Directors, that it 
should have the right to inspect books and to con
trol transactions, and to approve of the balance- · 
sht-ct published by the bank. 

In December I933, the Bank fiir Graubunden at 
Chur, operating with capital and reserves of less 
than s million francs, disclosed considerable losses, 
mainly on loans to the hotel industry, and 



SWITZERLAND. C0111MERCIAL BANKS 
Table 22 (a). 

. ' . I 

SUMMARY OF POSITION AT THE END OF: 

I ACCOUNTS -
' 1929 1930 1931 

216 
. 

208 212 217 217 Number of banks . . . . . · 
--, l----1---r-~- ---• 

AssETS. 
Francs (ooo,ooo's omitted) 

Cash ~ . I. . . . . . . . . . . . ·. • . . . 367 459 1,278 
(a) Gold silver and small coms . . • . . · 
(b) In10U:d notes and balanc_es with Central 

I Bank . . • • • . . . . . • . .. 
2. Other Items of a Cash Nature . .- • . • 
3· Bills discounted and bought • . • . . . . . 

(a) Treasury bills • • • • . • . - · · • 
(b) Commercial bills, Inland . .. . .. . • 
(c) Commercial bills, Foreign . . . , .. 

4· Investments and Securities . . . • . . . . l 
(a) GovernJDent ••.......••.. I 
(b) Other . . • . . • . · . • · ·• • 1 

5· Participations . • · . · • • · · · · · · • · J 
6. Due from Banks (Correspondents) • . . • . . 

(a) At home . . . . . . .' . • . • . · • 

1,332 

861 

1,251 

(b) Abroad .• · · · · · · • • · · • I -
7· Loans and Advances . . . , . . . . 9,520 

(a) On current account . . .•..... - . 3,844 
(b) Other • . . • . . . . • . . • . . s. 676 

8. Cover for Acceptances . • . . . • . . ,' . 

1,165 

2,17Z 

13,056 
5.94,7 
7,109 

1,351 

13.443 
$,023 
8,420 

g. Premises, etc • • • . • . • · · • . . · · · · x8o 171 180 
10. Sundry Assets . • • . • • . • . . . • · . 
n. Total Assets • . . • . . • . . . . . . . . · 

LIABILITIES. , 
12. Capital paid up • . • . . . • . . . • 

-· 13. Reserve Funds • . . . . ·. . . . . . . . . . 
14. Profit-and-Loss and Dividend Accounts, etc. . • 

1 
15. Cheques and Drafts, etc., in circulation • . 
16. Due to Banks (Correspondents) • • . . • • 
- (a) At home . . . . . . . • • . . . I 

(b) Abroad • . . . • . . . . • . 
17- Deposits. . • . . . • .• ·- . . . • . ; . . . 

(a) Curren(accounts and sight deposits .. 
(b) Savings accounts • . • . . . • . 
(c) Time orfixed deposits . . • • . . 
(d) Other deposits . • • . .- . • . 

18. Rediscounts and other Borrowings • . . . . . 
19. Acceptances and Endorsements . • • • . 
20. Sundry Liabilities - . . • . . . . . . . 
21. ]'otal Liabilities • • • • • • . . . • • . • . 

193 214 183 
13,613 l-o-l-=-9,-=-o6:;-;5;-+-,19, 986 

g,817 
2,741 
2,571 

s8o 
3.925 

528 
400 
238 

13,613 

x,S5o 
541 

13.678 
3,756 
3.294 
1,283 
5,345 

665 
702 
283 

19,065 

I,li(lf} 

565 
10 
44 

1,143 

14,719 
2,287 
4,422 
2,139 
s.871 

659 
733 
244 

19,986 

19-44 

22. Vallie of currency in cents of a U.S. dollar at 
the end of each year . . • • . . • • • . • 19.33 

I,II4 

13,203 
4-475 
8,728 

18,776 

1,81)7 
569 

IO 
35 

692 

14,229 
2,449 
4.sn. 
1,453 
5.753 

734 
385 
225 

18,776 

. 1,236 

1,154 

I3,I(>I 
4,113 
!1·048 

1Q7 
189 

18,188 

1,883 
577 
·10 
28 

563 

13,1)09 
2,418 

. 4,680 
I, 123 

5,688 

789 
235 
194 

18,188 

19.24 
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SWITZERLAND. COMMERCIAL BANKS Table 22 (b). 

ACCOUNTS 

Number of banks . . . . . . . . . . 

Capital paid up . 
Reserves and Undivided Profits 

' r. Gross Profits 
I 

. . . . . . . . . 
To be deducted: 

2. Expenses . • . • . . . . . 
(a) Salaries, etc. . . . . . . 
(b) Otherworkingexpenses . . • . 
(c) Taxes, etc. . . . . . . , . 

SUMMARY PROFIT-AND-LOSS ACCOUNTS AND 
DISTRIBUTION OF PROFITS FOR THE YEARS: 

208 

- 286.3 

. : l 

1929 1930 1931 

212 217 217 

Franca (ooo,ooo's omitted) 

r,849.8 1,869.0 I 1,897.3 
551·9 575·0 578·9 

360.7 361.6 361.0 

150.2 

1932 

216 

1,882.3 
586.8 

322.8 

3· Reserved for Pension Funds, etc. . . . . . . . 
4· Written off on (Depreciation Accounts for) . . 

(a} Premises, etc. . • • . . . • . • . . .. . 32·3 23·4 

179·3 

154·4 

24·9 
1.2 

21.6 

179·0 
1 54·3 

2 4·7 
I.O 

91.7 

20.6 
1.2 

II7.8 

(b) Investments and securities . • . . . . 
( c} Other assets . . . , , , • • . . . . . 

5· Remaining Net Profit • • • , • • . 
6. Carried forward from preceding year ..... 
7· Taken from Reserves or Capital .• 

111.0 
7·0 
q.o 

163.7 
10.9 

159.5 
10.0 

89.3 
9·9 

J0.2 

38.3 
9·7 

70·9 

8. Total Amount disposed of for Dividends, etc. . , 127.0 174.6 

26.3 
131-5 

J.6 

169.5 129.4 118.9 

Carried to Reserves . . . 
Dividends . • . . . . • . . . . . 

8.4 10.6 24.2 9· 
10. 

. II. Directors' Fees, etc. . . . . . . . . 
17.0 
96.1 

2.1 
1.8 
9-2 

131.2 
J.2 
1.0 

IOR.S 
I.7 
0.8 

102.7 
1.2 
I.7 
2.7 

12. 
IJ. 

Other purposes : . • . . . . . 
Carried forward to following year 

14. Total as above . . . . . . • 

2.0 
II.2 

127.0 174.6 

9·9 9-7 

169.5 129.4 118.9 

15. Value of currency in cents of a U.S. dollar at 
the end of each yea~ • . . . . : . . . . . 19-33 19·44 

. 

announced its intention, with a view te strengthen
ing its position, of increasing its ~pita! by 
1.8 million through the issue of preference shares, 
of which part would be taken up bytheGraubiindner 
Kantonalbank. Its liquidity was to be further 
increased by the granting of credits to the amount 
of some 6 million francs by the Kantonalbank, the 
Confederation and the Darlehenskasse. The 
existing share capital was not written down. 

Since the last issue of this memorandum, the use 
of long-dated mortgage bonds has been 
introduced into Switzerland. Previously, the 
banks financed their mortgage loans through the 

issue of bank bonds and through fixt·d dt'posits. 
At the beginning of 1931, two central mortgage
bond institutes, the Banque des lettres de gage 
d'Etablissements de Credit hypothecaire, and the 
Centrale d'emission de lettres de gage dt·s banques 
cantonales, began to function. The first was 
constituted by credit institutions of whose assl'ts 
mortgage loans reprt-s<'nted at lt'ast 6o pt·r Ct'nt ; 
the second, as its name implies, by cantonal banks. 
The paid-up share capital of both institut.·s was, 
at the outset, 5 million francs. The Banque d<1i 
lettres de gage subsequently raised its capital to Io 
millions. These central institutt>s, which bear a close 
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reSt"mblanet• to the Swedish State Mortgage Bank, 
are authoriS<'d to issue mortgage bonds, with a 
currency of not less than ¥teen nor more than 
forty years ; to invest the }'leld of these issues in 
long-dated loans to their own members or to certain 
other institutions, in mortgage annuities and 
mortgages on land improvement ; and to' invest 
their own capital in various forms of mortgages, 
bills of exchange, securities, etc. They are entirely 
exempt from direct taxation and enjoy certain 
other fiscal privileges. It is stipulated that their 
total liabilities, including bond issues, shall not 
exceed 20 times their capital. 1 By the end of 1933, 

the combined issues of these institutions amounted 
to 261 millions, of which 45 millions had been 
taken up by the Confederation. . 

A draft banking law is at present (January 1934) 
under consideration. It providt·s, i11te' alia, for 
the annual audit of all ~ank balance-sheets by 
specially designated bodies, for more detailed 

, balance-sheets, for a control by the National Bank 
of banks' loans abroad and foreign ,capital issues 
of an amount exceeding Io million francs, for the 
special protection of savings deposits, and. for the 
establishment of a Federal Supervisory Commission 
for Banks. 

· Balance-sheet Summary. 

I. Cash. 

' The official Swiss banking statistics do not 
distinguish between gold and other metallic 
currency on the one hand, and notes and balances 
with the Banque Nationale on the other hand. 
Figures of bankers' balances with the central bank 
are .. ho~ever, available from the reports of that 
mstltutwn, and they are compared with the total 
cas? resources shown by all Swiss banks (including 
savmgs and co-operative banks as well as com
mercial banks) in the following statement : 

1929 

'~'~'~ 
Total cash holdings of all 

Francs (ooo,ooo's) 

Swiss banks . . . • • . 376 467 1,290 1,254 IV loereof: Balances witb Na-
tional Bank. . '172 20J 813 825 

Difference . . 204 264 --
. 

. 477 429 

The last _line represents the Swiss banks' holdin.'s 
of small com, n~tes and gold. As it is unlikely ti!t 
the first two Items would have increased since 
I9l9 - rather the contrary _ it would 
that the whole of the increase shown in tha~Pft:: 

192, I 
Swiss sect,itie5 : 

Bonds. . . . . . 642 Sharea. 
. . . . .. . . . 8r 

in recent years is to be ascribed to the accumulation 
of gold'by the banks. , 

3· Bills discounted and bou,;ht. 

No distinction is now made in the basic statistics 
between domestic and foreign bills. This detail 
\~as given ~y certain ~n~ until 1929 (foreign 
bills amountmg to 102 mdhon francs bt>ing shown 
for that year, and to 53 millions for 1925), but the 
amounts of foreign bills shown were incomplete 
and, probably for that reason, the division was 
dropped in 1930. 

4 and 5· Investments and Pa,ticipatiolls. 

. ~he S~iss banks !lo not participate directly 
m mdustnal enterprises to the same extent as the 
ban~ in many other countries on the European 
~ontment ; but the big banks often exercise an 
mnuen~ through the intermediary of trust 
compamcs under their control 

In sv:cial statements, co~prising all ~ntonal 
banks, SIX of the big banks, and most local banks. 
~he_ ~nn~l statistical reports give the following 
. eta1ls With regard to the composition of the 
mvestmcnt portfolio . 

1929 I I I 1930 1?31 19J2 
-· 

Francs (ooo,ooo'a) 
734 194 951 IJ7'l 157 I Total • ---·-- 119 11)0 . . . ---- 202 72J . 8y1 -1,083 -·-·- ---- ---

Ftweigrt uetwities: J,l.fl 1,181 

Bonds • . . . . 
Shares. . . . j8 . . 74 . . . . . . . 1J 91 74 6o 

Total. - 40 51 . . 51 bo s6 I 114 . --. ·-- --
'4• - . 

Grand total • 134 110 . 774 •,oo, •.:n5 1,275' 1,297 
1 

F"'iU. /ltUra/4, July 2nd, , 930. 
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The composition of the Swiss portfolio according 

to the nature of bonds and shares held is shown 
in the follo~ing statement, which includes all 

cantonal banks but a smaller number of big banks 
and local banks than the preceding statement. · 

• 1925 I 1929 I 1930 I ,q,, I !1')'12 
---- .. -· ~----- --- ------ -- --- --- -- .. 

,~----

RoKds of: 
Federa1 Government and Railways. 200 
Cantons ........ 0 u6 
Municipalities 0 0 70 

----~--

Public Authorities total 392 

Bonds of: 0 

Banks . 0. 0 0 142 
Trust companies 7 
Other enterprises 62 

Private undertakings total . 211 
------~.-

Total bonds . 6oj 

Shares in: 
Banks . 17 
Trust companies 7 
Other enterprises 26 

Total shares ·--.---so 

Grand total . 653 

The f1gure shown in the above statement for 
bonds of ... other enterprises" in 1932 includps 
Pfandbriefe to the amount of 51 million francs, 
shown without further designation in the official 
statistics. 

6. Due from Banks . . 

The sums given in this group of the summary 
table are shown in the Swiss statistics under the 
heading " Correspondent debtors " and appear to· 
consist almost exclusively of sight balances with 
banks and bankers. No distinct ion is made 
bt"tween banks at home and abroad. 

7· Loans and Advances. 

The amounts shown under (a) are shown in the 
official statistics as debtors on current account 
without further subdivision. The Swiss banks, in 
particular the big institutions, allow overdrafts, 
and the following statement, covering all banks 
(savings banks, trust companies; etc., in addition 
to commercial banks), enables an estimate to be 
made of the importance of overdrafts in the total 
of current accounts and fixed loans and adv~nces. 

• Francs (ooo,ooo's) 
Current accounts and &xed loans 

19)0 1931 1932 
---

Covered 5.704 5.404 5,026 
Uncovered 1,462 1,228 1,189 

---
Total 7.166 6,632 6,215 

l'romn~ (ooo,ooo'~} 

187 208 200 225 
144 Ib8 11!6 Jj .. 
s8 97 8<) H~ 

389 473 475 4H7 

249 310 372 352 
13 22 23 19 
SJ 8g 81 121 

- -----.-
345 .pt 476 492 . - ----~- ----
734 894 951 97<> 

51 6o 67 78 
53 57 .6 4R 
53 72 77 jb 

-
157 189 190 202 

-
891 I,08j 1,141 1,181 

Loans on current account include conr for 
acceptanct·s. but, as acceptanct>s are not shown 
separately ~rom drafts undl'r liabilitits,• it is not 
possible to make the appropriate deduction. 

The following is the composition of the amounts 
shown und .. r (b) since 1930 : 

Fran~ (o..>o,ooo's) 

1930 1931 1932 

Contangos 62 15 19 
Long-term advanet>s : 0 

Ordinary ..... 1,472 1,479 1,38-J 
Against mortgagt·s . - 665 679 754 

Mortgage loans 0 0 6,221 6,555 6,891 
--

Total 8-420 8.728 9·048 

12 and 13. Capiuu a11d Reserw Funds. 

. Rt·ference should be made to the introductorv 
note for details regarding the re-organisation of th-;. 
capital structure of the big banks in recent years. 

14. Profit-and-Loss Accouttls, t'lc. 

The balance-sheet summarit·s in the Swi,;.,< 
banking statistics do not give s.•parate figures f<~r 
these accounts, but include them in sundry 
liabilities, the detailed composition of which is n•;l 
shown. Both gross and n.-t profits art• shown. 
however, in the detailed ]Jrolit-and-loss summ.\ri, s. 
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xs- Clteqves a4 Drafl.s iff Circwlatioff. 

This item is not shown separately in the Swisl. · 
banking statistics, but is grouped ~~h acceptances 
under a common heading. The JOIDt sums thus 
shown are given in group 19 of the summary 
table. 

16. Dw to Blinks. 

The swns given in this group of th~ sum~~ry 
table include cheque and giro accounts m addthon 
to correspondent creditors. The ~tter ar~ ?ot 
shown separately in the Swiss banking ~t~tlSt~cs. 
In addition, the statistics make no dtstmchon 
be·tween domestic and foreign accounts. 

. 

End ol: Clln'mt llCCOUilts Savings accounts 

I II Tot.-! 1 II Total 

. 
19>5. . . . 2,741 40 2,781 2,571 839 ],410 

17. Deposits, .tc. · 

The. sums glven under (tl) in this group of the. 
summary table represent bank bonds (Obligationen) 
which, in Switzerland, largely ta~ the place. of 
time deposits. Th~ are fixed mterest-bea~mg 
bonds issued by nearly all the banks for penods 
varying from one to five ~e~Ai. The' banks use 
the same instrument for r~mg funds to finance 
their mortgage business ; since 1931, however, the 
banks have also issued long-dated mortgage bonds, 
which ·are included in group 18 of the summary 
table (see also Introductory Note). 

In the following comparative statement, the 
fignres given under I refer to the commercial banks 
and those under II refer to the savings banks, the 
Raiffeisen banks and the mortgage banks. 
. 

Francs (ooo,ooo's) 

Time deposits Bank boods Total depooits 

I II Total I I II Total I II Total 
--------

sao 15 595 ],92 16g 4-094 I,OOJ to,88o 
1929. . . . •. 3.756 S2 ],Sol . 3.29-4 1,010 ... 304 1,283 21 1,304 · 5,345 240 s.5ss 

9.8;l 
13,67 1,]23 •s.ooJ 

1930. . . . 2,287 44 2,331 4·4•' 1,095 5-5'7 
19JI • 2.449 47 2,49c 4·~ 1,18g 5.76-f . . . 
•9.P. . 2,418 47 .... 65 4· 1,265 5-945 . . . 
'xs. Rediscounts and Other Borrowings. 

Rediscounts are not shown in the Swiss banking 
statistics. The swns given in this group of the 
summary table consist of bonds representing'' fixed 
loans " raised by the banks ( f~te A nleilten) and of 
the long-term mortgage bonds issued since 1931. 

Trust companies which are not included in the 
summary table raise a considerable proportion of 
their working capital through the issue of bonds. 

2,139 10 2,149 5.871 276 6,147 1 4·7 1 ~ 1,425 16,144 
'·453 '" 1,467 5-7~; 28o 6,0J2 14,22~ 1,5~; 15.159 
1,123 16 1,1J9 5.68 28o s.96s 1],90'; 1,00 15,,517 

' 

19. Acuptances liM Endorsements. 

The sums shown include drafts in addition to 
acceptances ; the latter are not shown separately 
in the Swiss banking statistics. 

The acceptance business is almost entirely con
centrated in the hands of the few big banks and the 
market is decentralised among the four financia I 
centres .,..- Zurich, Berne, Basle and Geneva. 

Summa'7 of .. Profit-and-Loss Aeeounts. 
I. woss Pro fils. 

The composition of gross profits by sources of revenue is shown below : 

5cJoftes of reveoue . 1925 

Diocounta . . . . . . . . 6g.g 
Net iDterat aod commieeiona . . '50·3 Securities and participatiom • . ..6.0 
Otber -.rea . . . . . . . JI.O 
Ra:oveced from - previoualy 

writtea dowa • . . . . . . •·4 
Total. . . . . . . •79.6 

Soarc. - opecilied . . . . . . 6.7 
Gt-aad total • . . z86.3 

The figures referring to c:stain small banks 
giving no specification of thdr gross profits before 

Praaca (ooo,ooo's) 

1~9 . 1g30 1931 1932 
-

86.0 So.g 73·6 59·0 . 195.8 190.2 1¢.8 . 
'1"·5 62,6 76.8 74-3 6g.o S.g ·. 12.8 . 15.8 21.6 

1.0 . . O.C) 0., 0.7 
354-3 361.6 361.0 322.8 

6.4 - - -
300·7 361.6. 361.0 J22.8 

1930 are given in the above statement under the 
heading " sources no, specified ". 

------
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Introductory Note. 

The main features of the commercial banking 
system of the United Kingdom and Irish Free 
State were set out in some detail in the first issue 
of this Memo~andum, and the significant trends in 
evidence up to 1929 were there examined. The 
.development since then may be analysed on the 
basis of the. following figures, which show, for 

• 

certain selected months, the chid accounts of thl' 
ten London clearing banks. These banks account 
for some 95 per •cent of the total resources of the 
sixteen British joint-stock banks covered by the 
attached summary table (a), and may tlwr.·fore 
be taken as representative. 

Average weekly figul'6 1£ (oclo,ooo's)} . 
- . 

September December September june December September 
1929 1930 1931 1932 19]2: 193] 

1. Cash in band and at Bank o! 
England . '94·5 207·5 173·7 191.3 zo6.5 •••. a 

2. Balances with· other banks in 
United Kingdom . . . . . . 49·' 54-0 43-9 H·5 49-9 39-0 

3· Mcney at call and short notice 153·8 '44·5 1108.3 "5·5 128.1 92.1 
4· Discounts (including Trea•ury bills) 224.1 321-5 236.9 277-7 407-9 355-0 
5· Investments" •..••••.•. 256.2 284·7 304.0 339-7 472·4 563.2 
6. Advances and other accounts . . 98].1 9]1.0 913.2 853-5 ]76 .• 75'-3 
7. Current, deposi~ and other accounts '·791.8 1,875·8 1,711.8 1,764-4 1,983.1 1,957-9 
8. Acceptances . . . . . 188.7 "7·4 us .• 93·" 89-4 105·9 
9· Capital and reserves . . . . 133·8 135-1. 135-1 125·3 125-4 125.8 

Considering the period September 1929 to 
s~pt<'mber 1933 as a whole, it will be seen that 
total deposits, etc., rose by £166 million. Current 
account3 rose comparatively little, the inp-ease 
falling mainly on deposit accounts, which represent, 
to a considerable extent, fwtds awaiting investment. 
The differences in the movements of current and 
deposit accounts for the London clearing banks 1 

are brought out in the following statement : 

£ (ooo,ooo's) . 
September 3eptember 

Increase 1929 1933 

Current accowtts . 931 989 58 
Deposit accounts . 

: I 
799 924 ns 

Total . . I,7JO 1,913 183 

In spite of this increase in deposits, 'which, 
indeed, is largely explained by the decline in private 
investment activity during the economic depression, 
there was a marked contraction of bank credit to 
industry and trade. This is reflected in the drop 
of £236 million, or 25 per cent, in loans and 
advances. Further, money at call and short 
notice dropped by £62 million. On the other hand, 
the banks' own investments increased by . £307 

million· and their bill portfolio by £131 million. 
The detailed composition of the last two it~rns is 
not shown in the returns. It would appt•ar, 
however, that the bulk of the aggregate increase 
of £438 million in investments and bill portfolio 
consists of Government stocks and Treasury bills· 
acquired by the banks with a view to strengthening 
their liquidity. Acceptances fell by £83 million, 
a reflection of the sharp contraction in the volume 
uf international trade. 

Thus, the ordinary commercial operations of th.
banks were greatly diminished· during the four
year period from September 1929 to Septemb .. r 
1933. The increase in bank deposits was much 
more than counterbalanced by a decline in thPir 
average rate of turnover. This is n·flected in the 
clearing-house returns. The town clearings of 
London banks, which are much affected by financial 
activity, f•·ll from a monthly average of £3,340 
million ·in the first ten months of 1929 to a 
monthly average of £2,29"> million in the 
cortcsponding period of 1933, or by almost one
third. 1\Ietropolitau clearings, conventionally 
described as an indicator of London retail trade, 
fell by about 12 per cent and provincial clearing· 
house returns, which are frequently taken as 
representative of the general state of trade, 
dropped by some 25 per cent in this period. 

• Current and deposit accounts as reported by the ten clearing banks according to the classification applied br 
the r.tacmillan Committee. Tb""" figures exclude the Irish deposits of the National B.~nk, Ltd. ; the totals are 
t~erefore lower t~'ln those given in the earlier statement. 
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The following statement shows the percentage 
•·hich each of the chief asset itelll$ of the London 
clearing banks was of total deposits at. the 
bt-ginning and t'nd of the period under revieW : 

Pen:entage of 
various assets to total 

deposita-

September September 
1929 1933 -

1. Cash in hand and with 
11.0 Bank of England. 0 :_10.9 -

:z. Balances with othe 
banks./' 0 2.7 2.0 

0 0 0 

J. 1\loney at call, etc. . . 8.6 4·7 
4· Bill portfolio. . . . · 12.5 18.1 

• 14-3 t'- 29.0 5· Investments. . . . . 
6. Loans and advances . 55-2 38·4 

course of- 1930, the banks increased their ~ill 
portfolio by almost £100 milli?n as compared w1th 

· September 1929. As shown- m the report of the 
Macmillan Committee, practically the wh~le of 
this increase was' in the form of Treasury, ?tlls, a , 
particularly liquid investment. The banks mvest
ments in stocks rose by some £30 million in the 
same period. The increased ~ema~d for _Treasury 
bills and the relative reduction ~ their supply 
resulting from the Governments co~vers1?n
operations in the ~pring of 19~0 r~sulted m a nse 
in their price - 1.e.,- a reduction m market rates 
of discount. The portfolio was again reduced in 
the first nine months of 1931, and money at call, 
after showing little change during the preceding 
period also fell sharply. The decline in money 
at call'reflects the less active conditions in the new 
issue market and at the stock exchange. Invest
ments in stocks contiliued to increase and loans and 
advances to decline, though somewhat less rapidly 
than during the previous year. The cash reserves 

This statement- brings out in striking fashion the of the banks fell substantially during the first nine 
increased relative importance of bills and invest- months of 1_931, due -no doubt in part to the 
ments whose combined ratio to deposits rose from financial crisis and heavy loss of gold which occurred 

27 ~ cent in September 1929 to 47 per cent in prior to the departure from the gold standard. 
September 1933 i while _the rati~ of l~ns and The large contraction in deposits, which wen· 
advances representing chtefly credtts to mdustry, £164 million -lower in September 1931 than in 
dropp<:-d from 55 to 38 per cent, Cash in hand December 1930, was perhaps mainly due to the 
and at the Bank of -England showed little withdrawal of deposits from British banks on the 
fluctuation, but money at call and short notice part of foreign holders during the summer of 1931. 
constituted a much smaller proportion of the Although there were no domestic runs on banks, 
deposits at the later than at the earlier date. some distrust was aroused as a result of the Ge~_an 

A detailed analysis of commercial ban~g in the banking crisis ~ the summe~ of 1931 ; the Bnttsh 
\:nited Kingdom during the depression must - banks were believed to be mvolved m Germany 
distinguish two periods-first, the period of gradual to a considerable extent. Idle funds did not come 
contraction of credit from the beginning of the forward duri!lg this period, and there were some 
depreMion in the autumn of 1929 to the,abandon- domestic withdrawals. 
ment of the gold standard in September 1931 ; and, The British banks were not directly affected to 
second, the period since the abandonment of the any appreciable degree by the depreciation of the 
gold standard. pound, as practically all their assets and liabilities 

The economic stagnation which characterised were in sterling. Such balances as were held 
the first period {September 1929 to September outside the country were in most cases in the form 
1931) is reflected in a moderate decline in loan& of gold currencies, while liabilities in foreign cur
and advances {£74 million) pari passu with a rencies were very small in relation to total resources. 
similar decline in deposits {£8o million). The After the suspension of the_ gold standard, there 
increase in bills and inveStments during this period was a further sharp fall in the volume of acceptances 
wa.s likewise moderate {£61 million) and did not outstanding, the total for the London clearing 
even fully compensate the simultaneous decline banks falling by £29 million, or 25 per cent, between 

- in cash and money at call. {£66 ~illion). On the September 1931 and December 1932. By the latter 
other hand, the catastrophtc fall m the volume of date, acceptances had -shrunk to less than .half 
international trade finds expression in a sharp their volume in September 1929. Loans and 
decline in acceptances by £70 million, _or almost advances fell even more sharply than previously, 
40 per cent. During the course of 1930, bad trade the total decline between the months mentioned 
and depr~d st~k markets had res~te~ in an amoun~~g t.o £137 million, as compared with 
~ulatwn of 1dle funds on deposit w1th the £77 millton m the previous two years. In part, 
]~t-stock bankS. Total deposits we~e £84 million this ~L;cline in advances might represent the 
higher at the end of that year than m September unfreezmg of credit rather than the ~:utting down 
1929. _The detaili;d figurt>S. submitted to th<' of credit lines, but it was no doubt mainly due to a 
(Macmillan) Commtttce on Fmance and Industry genuine contraction of credit. 
show t~t the ~eater part of this increase took After the suspension of the gold standard, the 
place Ill de~tts on current account. In the clearing banks' totals of cash and deposits show 
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a sharp reversal of the trend in evidence before £z5 million ; in May 1933 its resources were 
September 1931. Cash in hand and at the Bank increased by £zoo million. The purpose of the 
of Engllthd, which had fallen by £34 million in the Fund is, as its name suggests, to even out irregular 
first nine months of 1931, increased by £17 million movements in the exchanges. Its original sterling 
between September 1931 and June 193Z and by resources were partly in the form of Treasury bills 
another £15 million in the second half of 1932. and partly in the form of an advance by it to 
Deposits rose by £53 million from September 1931 the Exchequer, the latter item representing the 
to June 1932 and by a further £zzo million to difference between the legal size of the Account and 
December 1932, when they were some £zoo million the working capital it actually needed. The Fund 
higher than in September 19Z9. has the power to buy and sell foreign exchange and 

The explanation of these apparently anomalous to hold its assets in the form of sterling, gold or 
movements of deposits and loans is to be found in foreign exchange, as it deems desirable. 
~he figures for bills and investments, which When the Fund wishes to buy foreign exchange, 
mcreased by £171 • million and £168 million ' it puts itself in funds to pay for the exchange by 
respectively between September 1931 and December selling Treasury bills to the Bank of England, 
1932. which acts as its banker. The exchange is paid 

. The period under review was one of increasing for by a cheque on the Bank of England in favour 
monetary ease and relaxation from the previous of the bank selling the exchange. The net result 
financial stringency. At the beginning of 1932, is an increase in the Bank of England's holdings of 
confidence had not yet been restored. Bank rate Government securities, offset by an increase in 
stood at the high level of 6 per cent, to which it had bankers' deposits at the Bank of England, which 
been raised at the time of the official suspension of are part of the banks' cash. Unless the Bank 
gold payments ; the Treasury-bill rate was 5·4 per takes steps to counteract this expansion in bankers' 
cent and the yield on long-date Government deposits (by selling Government securities, for 
securities was 5·55 per cent. example), a purchase of foreign exchange by the 

The situation began to improve early in the year. Account · tends to provide a basis for credit 
Encouraged by the soundness of the budgetary expansion by increasing the cash reserves of the 
position, by the Bank of England's early repayment commercial banks. A sale of foreign exchange by 
of the foreign credits raised in the attempt to the Fund has, of cour~. the contrary effect. 
support sterling in August 1931 and by the high It would appear that, towards the close of 1932 
money rates prevailing, foreign funds began to and during the first part of 1933, the resources of 
return to London in large volume, particularly the Exchange Account were, on the whole, utilised 
from the United States, which was· undergoing in the direction of preventing a rise in sterling. 
a domestic banking crisis. Bank rate was reduced This policy, coupled with the low discount rate of 
to 5 Yz per cent in February and by successive the Bank of England, had the effect, for the reasons 
stages to 2 per cent on June 30th. The yield on just analysed, of increasing the cash basis of the 
Treasury bills fell from 4 per cent in February commercial banks. They used thf'Se additional 
to o.6 per cent at the end of June. The Bank of resources to enlarge their holdings of Treasury bills 
England's holdings of Government securitit:s rose and longer-dated Government securities, which 
from £35 million at the beginning of February 1932 were purchased to an extent sufficient not only 
to £67 million at the end of June; bankers' deposits to compensate for the decline in advances, but also 
increased from £70.7 to £83.9 million. The liberal 1 to absorb the increase in deposits, which might 
credit policy of the Bank of England was partly. in part have arisen - at least indirectly - from 
designed to prepare the way for the large Govern- these purchases. At the end of 193~. deposits in 
ment conversion operations which took place at the the London Clearing banks stood at the highest 
end of June, whet~ approximately £2,000 million level ever recorded. They have since shown a 
of 5 per cent War Loan was converted on a 3 Yz per moderate tendency to decline, which is presumably 
cent basis. Since the middle of 1932, further due to the withdrawal of idle funds during the 
conversion operations of somewhatlesser magnitude moderate revival of business activity in the first 
have taken place ; the total of Government debt nine months of 1933. The net decline between the 
converted or funded on· a lower interest basis end of 1932 and September 1933 is entirely confined 
between the summer of 1932 and the autumn of to deposit accounts. . 
1933 amounts to about £2,58:> million. The downward trend of mone1 rates whi~h was 

Money rates continued easy in the latter part of so marked a feature of 1932 sh~wed no SlgDS. of 
. 1932 and in 1933· The increase in bankers' cash being reversed in 1933, and durmg the first nme 
in this period was largely due to the operations months of that y~ar they stood at record low levels. 
of the Exchange Equalisation Aocount, created Bank rate r~mamed unchanged at 2 .per cent as 
on July ISt, 1932, by the Finance Act of that year .• compared With. an average rate of shghtl~ more 
The· Account was originally a Government Fund than 4 per cent m the first half of 1932 : durmg thE' 
with a limit of £150 million, plus the balance of first half of 1933, fi~e bank paper averaged <_>·65 
the old Dollar Exchange Reserve, amounting to per cent, compared with 2.9 per cent a year earlier ; 

u 
\ 
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and Tn,asury-bill rates, which averaged 2.6 per 
Ct"nt in the first half of 1932, averaged only 0.55 
in the com-sponding period of .1933· The rate 
continued to fall in the third quarter and rt>ached 
o.zs per cent late in September. Tllis record low 
figure was, however, partly due to the fact that the 
bills offered were end-of-year maturities. Rates 
gradually stiffened in October and November, 
reaching almost 1 per cent at the end of the latter; 
month. 

Sewral factors were responsible for these low -
mon .. y rates. The gold stocks· of the Bank of 
England rose from £120.6 million at tht> end of 1932 
to over £190 million early in October 1933 ; and 
there was, on balance, a considerable influx of 
foreign funds induced by fear of depreciation of the 
remaining gold-standard currencies. The demand 
for credit was restricted on account of the .low 
volume of business ; ·and it was, moreover, the 
policy of the Government to maintain easy money 
conditions with the object of stimulating a rise in 
prices and a revival of trade. 

Deposits underwent the usual seasonal 
contraction during the first months of 1933, but. 
on balance, their total was less than £30 million 
low .. r in Septt>mber 1933 than in December 1932, 
and more than £go million higher than Septf\mber 
I932. The clearing banks' cash reserves rose 
somewhat, but money at call, which had previously 
shown great stability, declined by a corresponding 
amount (£23 million). This decline was _ the 
consequt>nCf' of inactive conditions in the discount 
market. and, 'the low money rates prevailing 
throughout this year. The clearing banks pursued 
the policy of maintaining minimum rates of I per 
cent for call loans ; and, as bill brokers were able 
to borrow elsewhere at lower rates, there was a 
natural- tendency for them to repay advances of 
this type from the clearing . banks. They were 
encouraged to do so by an intimation from the 
banks that they would not view such repayments 
in an unfriendly light. · . 

The bill portfolio, which increased considerably 
until J~n?aTY 1933, fell very sharply (by almost 
£zoo million) durmg the following three months 
a fall which was only partly counterbalanced by ~ 
rise during the next four months, so that the total 
was ~ost £4o million lower in September 1933 
!ha" m September 1932. The division of discounu 
~to Treasury and trade bills is not available, but 
it would ap~ that the decline was mainly due 
to lower holdings of Treasury bills. Even though 
the total national floating debt increased during 
these _months, a substantial part of the new bills 
were issued to the Exchange Fund, and not all of 
them found their way into active circulation. 
~ ~vy fall in money rates accentuated the 
dtvemon of funds into investments. It is likely 
that the volume of trade bills held by the banks was 

• Where lbowa ocp.rately f<om loans aDd adva~~eeo. 

also reduced by the repayment of Central European 
" standstill " bills. . . 

Advances continued to decline during Ule first 
nine months of 1933, and stood £25 million lower 
in September 1933 than in December 1932 and 
£53 million lower than in S,eptember 1932. There 
was an increase of over £10 million in May,. but 
this reflects the loan of £30 million granted to the 
French Treasury by a consortium of banks, rather 
than any increased extension of trade accommoda
tion. In the course of 1933, the clearing banks 
continued to increase their holdings of gilt-edged 
securities, which in September stood £91 million 
higher .than .in December 1932 and £x8o million 
higher than in September 1932. 

Scottish and Irish ] oint-Stock Banks. 
The experience of the Scottish banks during the 

depression was much the same as that of the 
English banks. As similar influences were at 
work in the two countries, it is not necessary to 
analyse the development in Scotland in detail. 
The followiiig table shows, for. the joint-stock 
~ks of Scotland and Ireland, the percentage 
whtch each of the more important items of the 
~alance-sheets was of total deposits at the end of 
1929 and at the end of 1932 : · 

Scottish banks Irish banks . 
1929 1932 1929 193• 

Cash. -. 15-9 15.1 l . . . . . . 
Money at call • 8.7 12.6 15.0 . • 9-3 l Bill portfolio: . . . s.s 7·3 2.8 1 I4.1!l 
Investments. . . . 32-9 49.1 48.5 50.1 
Loans and advances . 52.2 36·9 52.2 32-5 
Acceptances. . . . . 2.6 1.8 - -

The Scottish banks habitually hold a higher 
proportion of their_ assets in the form of investment.! 
than the English banks. In 1929, investments 
totalled about one-third of deposits, and at the end 
of 1932, the proportion had risen to one-half · 
Unlike the English institutions, the Scottish banb 
did not greatly increase their holdings of Treasury 
bills. . . 

The sharp rise in the bill portfolio of the Irish 
banks was almost entirely due to the banks of 
Northern lr~d and represents increased holding.> 
of Trea~ury _bills. · Investments, which were already 
very _htgh m comparison with eitber English or 
~ttJsh banks, . were further increased, and the 
ratio of loans and advances to deposits fell 
sharply. 

The accountsgiveninTable23(a) III for the joint
~tock banks of the Irish Free State and Northern 
rela_nd are. based upon balance-sheet summaries 

p~blishe_d m t~ banking supplements of the 
· E.0t10m1s~. · Official returns relating to the banks 

of the Insh Free State are now being published 
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' quarterly in ·the Irish . Trade Journal. These 

returns, which are prepared by the Currency 
Commission, represent averages of figures for a 
selected date in each of the three months of the 
quarter to which they relate. Figures showing the 
deposits and combined discounts and advances 

of the eight banks holding shares in the cOmmission• 
are available since the end of 1929, and complete 
balance-sheets of these banks and the National 
City Bank, Ltd., 1 are available sinc.e the March 
quarter of 1932. The former ·figures are 
summarised below : 

£ (ooo,ooo's) 

DEPOSIT AND CuaREIIT ACCOUMTS BILLS DISCOUNT&D AMO ADVA.NCI.~ 
C'JUARHR KJrfDIJrfG Within the Outside Within the Outside 

Irish F- the Irish Free Total Irish Free the Irish Total 
State State State FrH State 

December 1929 • . . . . . 124.1 40.6 164 7 56.0 34-2 9Q.2 
December 1930 • . . . .. . . . . .... , 40.6 163.0 5J.O 30.9 8J.7 
December 1931 . . • . . . . . 122.0 40.8 162.8 s•-• 32.2 84·4 

It wtll be seen that the proportion of depos1t.> 
originating within the Irish Free . State · i.> 
considerably higher than the proportion of discounts 
and advances made there This discrepancy is 

even more stnkutg With regard to total balance· 
sheets, which are summarised in the following 
statement: 

. 
S (ooo,ooo's) 

Fint quarter I Secood Third quarter Fourth First quarter Second 

LIABILlTIBS. 
1932 quaner 193• 1932 quarter 1932 1933 quarter 1933 

Capilal "'"' ReSMVes: 
13.1 '3-1 13.1 lrisb Free State . )' .. • . . . 13.1 13.1 13.1 

Elsewhere J.7 3-7 ' I J.7 3-8 J.8 38 . . . ---- -· 
Total . . 16.8 16.8 16.8 16.9 ' 16.9 t6.9 

Noles i11 CirctllaliD11: 
lrisb Free State . . . . . 5-1 5·' 5· I 5-1 5-1 5-• 
Elsewhere . . . . . . 2.9 3-0 2.9 2.9 J.O 3·' 

Total -· 8.0 8.1 8.0 8.0 8.1 8.3 
Deposils f 

129.6 131.6 134-5 129.0 lrisb Free State. . . . . . 124.2 127-7 
Elsewhere . . . . . . . 39-• 40-3 43·3 45·4 46.6' 46-9 

Total 163·4 168.0 172-9 177.0 181.1 175-9 
Tollll Liabililiu: 

156.0 151-3 Irish Free State , . . 145-4 149-3 151.0 15J.O 
47·9 

I 
49-3 51.7 54-0 54-9 55·5 Elsewhere . . . . . . . . 

Total 193-3 198.!> 202.7 207.0 210.9 2o6.8 . . . . 
' ASSBTS, -

CIISi Afld B11M BtJlaiiUS: 
4·6 5·6 lrilb Free State • . . . . . 4-4 5·1 4·5 4-9 

Elsewhere 8.2 8.2 10.1 10.6 10.0 10.8 . ' . . . . . 
Total . 12.6 '3-9 '4-6 15-5 14.6 ., 16 .• 

M o.wy tJl ellll, ""· : . - - -Irish F- State - - -. . . . . . 
E!eewbere 10.3 10.2 10.5 10.9 14-7 12.0 . . . . . . . . 

Total I 10.3 10.2 10.5 10.9 14-7 r2.o • . . . . 
Bills: 

7·8 5-9 Irish F- State • . . . . . 7-1 7-1 7-1 7·4 
Eleewbere . . . . . . . 5-4 4-1 4·0 4·5 3-9 •-5 

Total . . . . . .. 12.5 11.2 11.1 11-9 11.7 8.4 

LH11S "'"' A drlaroeu: 
43-9 43-3 42.8 Irish Free State • • . . 44-9 45-4 44-9 . . . 
26.3 25.6 25-5 Eleewbere . . . . . . . . . . 27-9 27-7 27-•· 

. Total ' 72.8 73·' 7•-• 70.2 68.9 68.3 . . . . . 
l11VIsiJIUflls: . 

5-2 lrisb Free State 3-6 of.O 4-9 5-2 5-• . . . . . 
88.r 88.5 Elsewhere 73-7 78.0 81.9 83-4 . . . 

Total 77-3 82.0 86.8 88.6 93-3 93-7 . . 
Tolal A sstls : 

63-3 65-7 64·5 64-7 6 •.• 6J.O Irish Free State • . . . . 138.2 142-3 146-7 14J.8 Eleewhere . . . . 130.0 132-9 

Total 193-3 1911.6 202.1 207.0 210.9 2o6.8 . . . 
£,., ... of asslls outsidl Irisi FrH 

Slale OVIf' li11bilili6s outsidl IrisA 
883 88 3. F,,, Slale 82.2 83.6 86.5 919 . . . . . . . 

' the Northern Banlun Com ny. • t'.•., tbe .. x lrtsb Free State Banks and tbe Ulster Bank and 
1 A oubsidiary of tbe Bo.nk of Ireland. 

I 
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Th unts outside the Irish Free State include 
e acco · · Ca 'tal 

Northern Ireland as well as Great Bntain.. . PI 
d reservt"S have evidently been distnbuted 

~rding to some conventional basis. · A~ut 
thre uarters of total deposits appear to anse 
-~the Irish Free State and one-third of cash 

: hdd there. Cash held within the Free State · 
represents till money; further amounts are probably 
hdd at outside branches. Money at call IS almost . 
entirely in London. The bill portfolio in both ~e 
Irish Free State and Ulster would appear to conSISt 
largely of discounts of. promissory no~es, rat~er 
titan genuine trade bills. The rdattvdy high 
proportion of loans made outside-the Irish ~r~ 
State has already been commented upon ; it IS 

partly due to the fact that the ~ of ~ortht;m 
Ireland maintain a closer rdatiouship wtth 
industry than those of the Irish Free State. A 
strikingly high proportion of investments are ~d 
" dsewhere " ; they consist largdy of Bntish 
Government securities. _ . . 

The bottom line of the above table IS useful m 
gauging the movement of the balance of payments 
of the Irish Free State, as practically all debit and 
credit iteDIS are transferred through the banks. It 
will be seen that there was a steady inflow of funds 
from the first quarter of 1932 to the first quarter 
of 1933. This was reversed during the second 
quarter of the latter year, due in part, no doubt, 
to the tariff war with Great Britain. , 

PriVIIIe Banks itt England atul Wales. 

Although these institutions conduct practically 
all the banking business undertaken by the joint
stock banks. they have been omitted from the 
summary tables for England and Wales because 
their published statements of accounts are very 
condensed and cannot be adapted to the form used 
in these tables. A statement of the position of 
the private banks (in the form given in the 
ECOfiOmist) for the years contained in the. summary • 
table is given opposite. · 

It will be seen that. the private banks were much 
more seriously affected by the economic depression 
than the joint-stock banks. Their .aggregate. 
balance-sheet shows a contraction of almost so per 
cent between the end of 1929 and the end of 1932. · 
Not only were deposits reduced very sharply, but 
partners' capital and reserve funds were written 
down to cover losses on loans and discounts. 
Investments were reduced less, proportionatdy, · 

than other groups of assets and they account~d f?r 
a somewhat .higher percentage of total depost!s tn 
1932 than in ~929· . . . 

' 
PRIVATB BANKS 1925 1929 1930 1931 19]2 

- -- --~ --
Number of banks. 4 4 4 4 4 

- -- -- -- -
ASSETS. ' £ (ooo,ooo's) 

I. Cash in hand, . 
money at call and 

2.8 3·8 2.1 2.2· short notice • · . ·4-2 
2. Investments • Sol. ·4-2 6.:&; 2.2 2.7. 
3· Advances,loans, . 
. bills and other 

\. 

securities . . 22.3 24·0 20.1 20.9 II.9 

4· Miscellaneous ·· 5·2 7-3 6.7 4·9 3-9 -- ---- --
s. Total assets • . 35-4 39·7 36-7 30.1 20.7 

LIABILITIES, 

6. Partners' capital .. 

and reserve . . 2.6 3-4 3-5 3-2 2.4 

7· Deposit and 
. 

current accounts 27.8 29.2 26.8 22.2 14-9 
8. Miscellaneous . s.o ...J..:!_ 6.4 4·7 3·4 -- -- --
9· Totalliabilities. 35-4 39·7 36-7 30.1 20.7 

Acceptance Houses tiM Dis~oufll C om/Jfl"tes: 

... 

Unfortunatdy, statistits ~ not published 
regularly showing the detailed accounts of the 
merchant bankers, or acceptance houses. The 
joint-stock banks ha~e devoted increasing att.ention 
in -recent years to the acceptance of bills of 
exchange ; but the bulk of this business is carried 
on by special institutions. The acceptance houses 
also keep current accounts and act as agents for 
foreign bankers and as intennediaries of foreign 
Governments in the flotation of loans. Discount 
companies also operate to some extent with fun(ls 
borrowed abroad. 

It is not possible to state with any precision 
the extent of the London money market's short-

. term indebtedness abroad. The joint-stock banks, 
as well as the Bank of England, receive foreign 
deposits and hold sterling bills accepted on foreign 
account ; the discount market borrows abroad. 
Short-term foreign assets arise from the fact that 
accepting houses and joint-stock banks accept 
bills on foreign account. The following table was 

. constructed by the Macmillan Committee on the 
basis of information furnished it by the banks, 
acceptance houses, etc. 
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End of 1927 I End of 19z8 I End of 1939 I End of 1930 !EndoiMarch1931 

Deposill of Foroig11 Banks, lie,, lllill: . 
Bank of England, clearing banks £ {ooo,ooo's) 

and Scottish banks , • , • , • 116.8 139-5 118.3 16.t.6 
/ 

Accepting houses , • • • • • , • 89.3 
146.2 

104·3 79·2 8:.1 81.0 
1. Total deposita • . . . 2o6.1 243.8 197·5 246·7 227.2 

S""li"f Billa lul4 011 Ftw•it" Acco'"" 
""""fl: 
Bank of England, clearin1 banks 

and Scottish banks . . . . 161.6 
. 

195-3 
Accepting houses • 

. 200.2 144·7 136.8 . . . . . 13.1 16.9 19.4 8.o 7-4 
2. Total bills • . . . . . 174·7 212.2 219.6 152.8 .. 144·• 

A dvafiCils lo Dis&<>u"' M arlrll ·by : ' ' 
Banks with head officH abroad • 35·6 

. . 43-4 30·.5 . 3}.6 33·6 
Other foreign custnmers • 2.8 

, . . . J.6 H 1.5 2.1 
3· Total advances . . . 38·4 47-0 34·0 35·1 35-7 
4· Total deposits, billll and 

advances (1+2+31· 419.2 503.0 451.1 434-6 407.1 

Accef>latl&es 011 Foreig11 Accou"' by: 
Clearin1 banks and Scottish banks. 31-7. JS.s ,51.6 43·• 3Z·3 
Accepting houses , . . . . . . . . 107·9 126.9 150.9 JjZ.I l:ZO.b 

--
5· Total acceptanas • 139·6 165.4 202., 175·3 1,52.9 

. 

Stress must be laid on the ·incomplete character of fall very sharply over the period considered, and, 
these estimates. They clearly indicate, however, rose somewhat in the course of 1932. 

• 

that, for the dates covered. the London money 
market's short-term indebtedness abroad was very 
much higher than its short-term assets abroad. 
This fact largely explains the sensitiveness of the 
London money market to the financial crisis on the 
Continent in the summer of 1931. The foreign 
short-term assets . of the City became largely 
frozen as a result of that crisis ; the vulnerable 
position of London was generally known, and 
foreign funds were withdrawn in large quantities. 
It was this open position of the London money 
market which precipitated the abandonment of the 
gold standard in September 1931. A comparison 
of total4 with totals in the above table shows that. 
in the period covered, liabilities to foreigners in 
the form of deposits, bills and advances ranged 
from £4oo to £soo million, while foreign short-term 
assets in the form of acceptances ranged from 
£140 to £zoo million. 

Like the joint-stock banks, the discount houses 
employed a much larger proportion of their 
resources in the form of investments in 1932 than 
ifl 1929. The aggregate of their discounts did not 

DiscO'uDt Houeo 192S 

-
Number of institutions 3 , 

ASSETS. 

I. Cash at bankers . 2.4 
2. Investments . . 10.5 
3· Bills discounted • uo.s 
4· Loans and sundry 

accounts .• . . . 5-5 
5· Total assets . . 128.9 

' 
LIABILrriES. 

6. Capital and reserves s.6 
7· Loans, deposits, 

etc. (including un· 
divided profits) 87.8 

8. Bills rediscounted. J4.0 
g. Rebate, etc. . . x.s --

IO. Total liabilities . . 128.9 

1929 1930 1931 193l 

- -- ----
' 

3 3 3 3 
-- ---- --

£ (ooo,ooo's) 

2.6 2.7 2.4 2.7 
13.5 17.2 13-7 10.2 

121.6 125.6 UI.2 II7.0 

2.5 x.tl 1.2 2.8 
-- ------
140.2 147·3 utl.s lt2·7 

6.2 7·0 7·0 7-b 

92-4 <J8.s 86.4 xos.o 
40-3 40·5 33·7 28.9 

I;3 1.3 I-4 x.8 -- ------
140.2 147·3 128.5 142·7 

• • • 
The development of deposits in savings institu

tions may be compared with that in the commercial 
banks in the table on the· following page, which 
continues and brings up to date similar statistics 
given in the first issue of this M emor•ndum. 
. Unlike the experience in most other countries, 
there does not appear to have been any shift of 
deposits from commercial to savings banks in the 
United Kingdom during the economic depression. 

Deposits in post-{)ffice and trustee savings banks 
increased quite steadily, being £58 million, or 
ahnost IS per cent, higher at the end of 1932 than 
at the end of 1929 ; but this increase cannot be 
taken to represent a withdrawal of deposits from 
commercial banks, as the latter rose by £zoo million 
during the same period. National savings 
certificates rose by £19 million in 1930 and fell 
by almost £30 million in the next two years. 
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' . £ (ooo,ooo's) 

' ' ' , Savings banks 
National· ·Total joint -stock 

Post~ffice savings of columns and private Trustee 
. Total certificates (d) and (6) banks savings savings 

banks banks 
. 

{•) (b) {c) (d). {6) 

' 2,zs8.1 110.4 288.g 399-3 479-2 878.5. 1925 ...................... ' 
2,36M 124-5 289-3' 413.8 487-9' 901-7' 

' 
1929 ................ < ...... 

2,436.8 133.2 294.8 428.o 500-7 934-7 1930 ....................... 
489-3 926-7 . ' 2,264-7 ' 143-0 294-4 437-4 1931 - •••• 0 •••••••• 0 •• 0 0 •••• 

311.8 471.0 . 478·9' 941·9 1932 ....................... 2,552-0 159-2 

Balaoee-sheet Summary. 

1 and l. Cash Assds, ek. of the EC(Jfi()1Hisl distinguishes between (c) and the 

The combined sums shown for the first two 
groups of the summary table inclu?e ~e follow~g 
items : (•) "Cash in hand" coos!Stmg of com, 
bank and c11Il'ftlcy notes and balances with the 
Bank of England: (b) balances with, and cheques" 
in the course. of collection, . on other· banks; 
{t:) money at call and short notice. The balance
sheet form employed for the statistical summaries 

• 

total of (a) and (b) wherever (c) is shown 
separately in the published accounts. It is, 
in fact, Shown separately by all the leading banks 
throughout the period .under review. In the case 
of the banks not. showing money at call as a 
separate item, the total of (a), (b) and (c) has 
been included in the first column of the statement 
below; · 

End of 
Cash in hand and at Total (corresponding the Bank of England : Money at call and to the sums shown · · Balances with and short notice in summary table) . - cheques on other banks .. 

£ {ooo,ooo's) 
. 

' 
.. I. Joint-Stock Ba"ks i" England and Wales •. 

1()25 •••••••••••••• 0 •••• 0 ••• 0 0 •• 291.6 127.8 419-4 
1929 ••••••••• 0 •••••••••• 0 ••• 0 • 0 328.4 152-9 481.3 
1930 ............................. 325.6 146.8 472-4 
1931 ••••••••••••••• 0 ••••• 1o ••••• 288.7 125.8 414-5 ·-
1932 ....................................... 2g6.g 149-3'. 446.2. 

. .· .. • II. Scottish B~nks. . • 
1925 .................................. .28.2 21.5. 49-7 1929 40.2, ' 22.1 .. . 62.3 ········~········-········· 
1930 ............................ - - 40-2 23.6 63.8 1931 ............................ 39-3 21.1· 6o.4 1932 ......... ·-· ................. 42.0 z6.I 68.1 

. III. Irish Ba"ks . -
; ' 

I.F.S. N.I. · Total I.F.S. N.I. Total I.F.S. N.I. Total -1925 .............................. ""' ..... IZ.I· 5·9 18.o 5-9 - 5-9 x8.o S-9 23-9 ICJ29 • ..... • • • • • • .. • • • • • • • • • • • • • • • • 8.9 6.2 IS-I '7-2 - 7-2 16.1 6.2 22-3 1930 .............................. .8.2 s.8 14.0 6.7 - 6.7 14-9 S-8 20-7 1931 ····~······················ 7·7 s.8 13-5 9·9 - 9·9 17.6 s.8 23-4 1932 ............................. 9·7 8.0 17-7 11.8 -· I II.8 21.5 8.o 29.5 · 
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· Table 23 (a) 

I. JOINT-STOCK BANKS IN ENGLAND' AND WALES 

SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 

192\1 1930 1931 

Number of :Banks . . . . . . . . . . ., 
Branches and Sub-Branches . 

. . • 18 16 16 16 
.- 8,873 9,815 1o,o82 10,178 
1--~~-~-~~-1------1---~-

AssETS. 

I. Cash. . . . . . . . . . . . . . . . . . . • ) 
(a) Gold, silver and small coins . . . . . . ( 

. (b) Inka:k.n~t~. a~d. b.al~nces .~it.h .C~n~r~ ( 
2. Other Items of a Cash Nature . . . . ' 
3· Bills discounted and. bought. . . . . . . . 

(a) Treasury bills. . . . . . . . . . 
(b) Commercial bills, Inland. . . • . . . 
(c) Commercial bills, Foreign . . . . . 

4· Investments and Securities. . . . . . . . 
(a) Government • . . . . . . . 
(b) Other . . . . . . . . . . 

5· Participations. . . . . . . , . . . . 
6. Due from Banks (Correspondents) . . . . 

(a) At home. . . . . . . . . . . . 
(b) Abroad . . . .. 

7. Loans and Advances. . . . . . • • 
(a) On current account . • . . . . . . 
(b) Other • . . . . . 

8. Cover for Acceptances. . . . . . . ' . . 

441.8 

227.1 

2g2.8 
. 2,58.9 

33·9 
24.8 

930.8 

£ (ooo,ooo's omitted) 

224·3 

-. 

200.7 
232 . .5 

28.2 

24·4 

x,o26.5 

179·3 

472·4 

303·4 
27.5·6 
. 27.8 

25·9 

. 128.0 

234.1 

304·7 
27,5.6 

29.1 
24.8 

931·7 

109·7 
9· Premises, etc. . . . . · · · · · · · · · j 5 5 o 

S d A t · 31. 42.3 45.0 2. xo. un ry sse s. . . • • • • • • • • . 
rr. Total Assets • • . . . . . . . . . . . . . 1,073.8 1,l38.8 1,l55.7 1,071.5 

LIABILlTlF.S. 

12. Capital paid up. . . • . . . . . . . . . 
13. Reserve Funds . . . . . . . . . . . . • . 
14. Profit-and-Loss Accounts, Dividend Accounts, etc. · · 
xs. Notes in circulation . . . . . . . . · . . . . 
x6. Cheques and Drafts, etc., in circulation . . . 
17. Due to Banks (Correspondents) . . . . . . ' 

(a) At home. . . . . . . . . . . . . . . . 
(b) Abroad • • • . . • • . . . . . . . 

18. Deposits . . . . _ . . . . ·· . . . . . . . . .. 
(a) Current accounts and sight deposits .•. 

· (b) Savings accounts . • . . . . . . . . . 
(c) Time or fixed deposits . . . . . . . 
(rl) Other deposits . • . . . . ..... . 

19. Acceptances and Endorsements. . . . . 

78.1 Bo.o 
63.5 64.4 
6.6 6.2 

0.1 0.1 0.1 

-· -

x,8o6.8 

· Bo.o 
54·5 
6.0 
0.1 

!,821.0 

125.0 179·3 128.0 109.7 
0.2 0.2 0.2 0.2 20. Sundry Liabilities. . • . . . . . . • . . . . . 

21. Total Uabilities. . . . . . . . . . . . . . .. 
1--=-1,""07-=3=-.-=8 +-1,~,1=-=3=-=8:-:.8~ 1 1,l55.7 1 ,o11.s 

~~--~~~--~--~--

1932 

16 
1o,o66 

496.6 
459·0 

37·6 
. 24·3 

799·I 

g6.7 

50.2 

l,30l.3 

8o.o 
55·3 
5·9 
0.1 

2,o64.3 

1,301.3 

22. Value of currency in cents of a U.S. dollar. at 
the end of each year: . • • . . . . . . . . 486.65 486.65 486.65 337·37 327.87 
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UXITED KIXGDO.U AND IRISH FltEE STATE. 

• ·II. SCOITISH JOINT-STOCK BANKS 

·Table 23 (a). 

SU?.nlARY OF pOSITION AT :rHE ENO OF :. 

ACCOUNTS 

Number of : Banks · • · · • · · · · · · · · · · 
Branches and Sub-Branches . . • . . 

1929 1930 1931 

8 
. I,663 

·AssETS. £ (ooo,ooo's omitted) 

I Cash. • • • • • • • • • I .. . . . . . . . . . 
· (a) Gold, silver and small coins ., ..... 

(b) Inland notes and balances w1th Central 
Bank. • • • • . . . . . . . . . . . \ 

2. Other Items of a Cash Nature . . . . . · · · 
J. Bills discounted and bought . . . . . . . . . 

(a) Treasury bills. . • . . . • . . . . • 
(b) Commercial bills, Inland. . • . . . • • 
(c) Commercial bills, Foreign . • . . . . • 

.J. Investments and Securities. . • . . . . . . 
(a) Government . . . . . . . . . . . . . 
(b) Other • . . . • . • . . . . • . . . . 

5- Participations. • . • • . • • · · · · · · · · 
6. Due from Banks (Correspondents). . . . . . • 

(a) At home ..••.•......... 
(b) Abroad .....•.... : ..•. 

7· Loans and Advances. . . • . . • . . . . . . 
(a) On current account. ........ . 
(b) Other • . . . • • . . . . . . • . . 

6o.3 63.8 

21.0 21.6 21.6 

7-1 

1I0.3 132-5 

8. Cover for Acceptances. • • . . • • . . . . . 6.1 6.5 :4.8 
9· Premises, etc. . . . . . . . . . • . . . . • ! 4·9 4·8 • 4·7 

IO. Sundry Assets . . . • • . · · · · • • · · · '---l-=-::7"::--1 
II. Total Assets . . • . . • • . . . . . . . . . 297.8 311.4 317.5 

LIABILITIES. 

u. Capital paid up. . • • . . . . . . . . . . . 
13. Reserve Funds . • . . . . . . . . . . . . . 
14- Profit-and-Loss Accounts, Dividend Accounts, etc. 
I 5. N' otes in circulatio:~. • . . . . . : . . . . . 
16. Cheques and Drafts, etc., in circulation . . • . 
17. Due to Banks (Correspondents) . . • . • . . . 

(a) At home ..........••• · •. 
(b) Abroad . . . . . . . . . . . . . • .. 

IS. _DeplSits . . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deplSits. .•• 
(b) Savings accounts . • • • • • . • • • . 
(c) Time or fixed deplSits. • ••••••. 
( 4) Other deplSits.. . • . . • . • • . • . 

19. Acceptances and Endorsements. • • • . • . . 
20. Sundry Liabilities. .. • • . . • • • • • . . . 

11.4 
12.5 

1.6 
21.7 
3-6 

240·9 -. 
-
' 

6.1 

1--,.--1 
21. Total Liabilities. • • • . • • • • • • • • . . 297.8 

22. Value of currency in cents of a U.S. dollar at 
the end of each year. . • • • • . . . . . • 

12.0 
15-7. 
1-9 

21.4 

3-0 

6.5 

311.4 

486.65 

13.1 
17-0 
2.0 

21.4 
3-I 

-. 

' - ' 
4-8 

317.5 

486.65 

28.8 

101.4 . 
91.5 

9-9 

104-3 

304.4 

13-5 
17.2 · 

1.9 
21-4 

2.1 -
243-5 

4-8 

304.4 

337·37 

1932 

68.1 

30·3 

337.6 

13-5 
17-3 

1.9 
21.0 

2.3 

5.1 

337.6 
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· Table 23 (a). 
III. IRISH JOINT-STOCK BANKS 

. 

SUMMARY OF POSITION AT THE END OF: 
ACCOUNTS 

1930 1931 1932 

----------------- 1---1---1,.._--1------

Number of : Banks . . . . . . . . . . . . . . 9 
Branches and Sub-Branches . . . • . x ,025 

ASSETS. 

I. Cash. . . . I!' • • • • ... • • • • • • • • • • 

( !J) Gold, silver and small coins. . . 
(b) Inland notes and balances with Central 

., Bank .....•.....• 
·z. Other Items of a Cash Nature .' . . . . . . 
3· Bills discounted and bought . . • . . • . . 

( !J) Treasury bills. • . . . . . . . . . . . 
(b) Commercial bills, Inland . . . . . . . 
(c) Commercial bills, Foreign . . . . . . . 

4· Investments and Securities. . . . 
(iJ) Government,, . . • . . . . • . 
(b) Other . . . . . . . .•...... 

5· Participations. . . . . . . . . . . . . 
6 .. Due from Banks (Correspondents) . . . . . . 

( !J) At home. . . • . . . . . . . . . 
(b) Abroad . . . . . . . . , . . .... 

7: Loans and Advances. . . . . . . . . . 
· ( IJ) On current account' . · . . . . . . 

(b) Other . . . . . . . ...... . 

7.8 

8. Cover for Acceptances. . . . . . . . . 0.3 

9 
1,064 

9 
1,063 

£ (ooo,ooo's omitted) 

22.3 20.] 23·4 

4·9 26.o 26.1 

85.6 8s.s 

92.1 68.9 

0.1 0.1 0.1 

9 
1,0]9 

29·5 

g8.J 

0.2 
9· Premises, etc. . . . . ,. .. . ., . . · · j 2 .

9 3 0 3 1 3 3 
. 3.1 

xo. Sundry Assets . . . . . . . . . · ___ 
11 
__ · _

1 
__ · -I-'--. ____ 

1 
II. Total Assets . . . . : ............ ,I __ l_l6_.6 __ 

1
_·_l_o_s._o-t_l_o_s_.l_l-lo_7_.3_ ll3.9 

LIABILITIF.S. 

12. Capital paid up·. . . . . . . . . . . . 
13. Reserve Funds , ... , . . . . • . • ... . . . 
14- Profit-and-Loss Accounts, Dividend Accounts, etc. 
15. Notes in circulation. . . . . . . . . . . . • 
16. Cheques and Drafts, etc., in circulation . . . 
17. Due to Banks (Correspondents) . · . . . . . . . 

(4) At home.· . . . . • ·. .. • · ..... . 
(b) Abroad . . . . . . . . . . . . . 

x8. Deposits . . . . . . . • . . . . . . . . . . 
(4) Current accounts and sight deposits ... 
(b) Savings accounts • • • • . . . . . 
(c) Time orfixed deposits . . . . . . 
(d) Other deposits . . . . . . . . . . 

19. Acceptances and Endo~ments. . ••.... 
20. Sundry Liabilities. . . . . . . · . . . . . . 
21. Total Liabilities. . . • . . . . . . . . . . 

7·9 
9·0 
I.O 

15.1 

183.1 
I-

O.J 
0.2 

216.6 

8.6 
9·7 
x.o 

10.2 

' 0.1 
2.0 

208.0 

8.] 
10.0 
1.0 
9·4 

177.1 

208.l' 

8.7 
8.g 
0.8 
8.] 

178.o 

O.I 
2.1 

207.3 

I 

8.6 
.8.9 
o.g 
8.8 

lg6.3 

0.2 
0.2 

223.9 

22. Value of currency in cents of a U.S. dollar at 
the end of each year. . . ; . . . . . . . 486.65 486.65 486.65 337 ·37 327.87 
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tTXITED KIXGDOll AXD IRISH FREE STATE. Table 23 (b) 

· 1 JOINT STOCK BANKS IN ENGLAND AND WALES . - .. -- ... 

SUMMARY OF PROFIT-AND·LOSS A_CC!?UNTS • AND DISTRIBUTION OF PROFITS . FOR THE YEARS : 
ACCOUNTS 

. l 1925 1929 1930 1931 1932 

. 
14 12 12 12 12 Number of Banks. . . . . . . . . . • . . . . . 

' . 
£ (ooo,ooo's omitted) 

-
. 75·8 .75·8 75·8 U..pital paid up. • • • • . • • . . . . . . . . 71.1 74·9 
6].8 57·6 58.3 - 64.1 . 6].4 Reserves and Undivided Profits. • . . . . . . . 'I . 

. 
13.98 .. 11.94 . 10.89 . 9.88 13.90 I. Gross Profits. . . . . . . . . . . . . . . • 

To be tleductd: 
- .. ~ - -2. Expenses. . . . . . . . -. . . . . . . . 

- - -( •) Salaries, etc. . - -. . . . . . . . . . . 
' - .- -(b) Other working expenses • - -• r ·• . . . . 

- - -(c) Taxes, etc ....••.••. - -. . . 
, J. Reserved for Pension Funds, etc. . . 0-97 0.89 o.66 O.J] 0.3]. . . . . 

4- Written off on (Depreciation Accounts for). . . 1-39 1.48 0-73 ·o.o3 0.25 
( •) Premises, etc. . . . • • . • • . 1.39 .. 1.48 0.73 0.03 0.25 . . . . 
(b) Investments and, securities. - - - ~ -. . . . . 
(c) Other assets - - - - -. . . . . . . . . . . . . 

5· Remaining X et Profit • • . • • • . . . . . . 11.54 11.61 1o.55 . 10.49 9.26 
6.o6 5·84 5·96 6. Carried forward from preceding year . . . . . 5-75 6.19 

7· Taken from Reserves or Capital. - - - - -. . . . . . 
8. Total Amount disposed of for Dividends, etc .. . 17.29 17.80 16.61 16.33' 15.22 

9· • Carried to Reserves. .. 1.21 . 1.28 0.86 I:43 • 0.73 . . • . . . . . . . . . 
10. Dividends • . . . . . . . . . . . . . . . 9.86 10.46 9-91 8.94 8.6o , 
II. Directors' Fees, etc.. . - - - - -. . . . . . . . . . 
12. Carried forward to following year. . . . . . . 6.22 6.o6 5.84 . 5.96 s.89 

IJ. Total as above . . . . . . . . . . . . . . 17.29 17.80 16.61 16.33 15.22 .. . 

I.f. Value of currency in cents of a U.S. dollar at 
486.65 327.87 the end of each year. . .. · . . . . . . . . 486.65 486.65 337·37 • . . • .. 

The Lond.m clearing banks issue statements of the end-of-year figures for nine of ·these hanks, 
their avel'aJ:e monthly position and of their position which in' 1932 accounted for about 93 per cent of. 
011 June 30th and December Jist each year, drawn the total" Cash Assets" of the joint-stock banks 
np on a common form. These statements show in England and Wales, are summarised opposite : 
-=h of the three items •). (b) and (c) separately; 
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Table 23 (b). 
II. SCOTTISH JOINT-STOCK BANKS 

SUM~IARY OF PROFIT·AND-LOSS ACCOUNTS 
' AND DISTRffiUTION OF PROFITS ' 

ACCOUNTS FOR THE YEARS: . 
' ' 

1925 1929 1930 1931 1932 

Number of Banks. . . ,• . . . . . . . . . . . ... g . 8 .8 8 8 

£ (ooo,ooo's omitted) 

Capital paid up. . • . . . . . . . . . . . • II . .oJ 12.0 13.1 13-5 . 13-5 Reserves and Undivided Profits. . . . . . . . 14-4 17·7 '19.1 19-3 19-4 

J, Gross Profits . . ·, "' . . .... ) . . . ' • . . . - . . 2.44 2.79 2.87 2.74· 2.73 
To be deducted: ' 

2. Expenses. . . . . . . . . . - - - - . -
(a) Salaries, etc. . . . . - - - - -
(b) Other working expenses . . . - - - - -
(c) Taxes, etc. . • . . . . . . . . . . . . . - - - -· -

3· Reserved for Pension Funds, etc. . . . . . . 0.25 0.23 0.23 o.15 0.13 
4· Written off on Depreciation Accounts for. . . ·0.26 0.26 0.27 0.22. 0.22 

(a) Premises, etc. . . . . . . . . . . . 0.26 0.26 0.27 0.22 0.22 
(b) Investments and securities . . . . . . - . ..... - - -
(c) Other assets . . . . . . . . . . . . - - - - -

-

5- , Remaining Net Profit • . ... . . . . . . '1.93 2.30 2.37 2.37· 2.38 
6, Carried forward from preceding year. . . . . . 1.94. 2.00 2.o6 2-09 2.05 
7· Taken from Reserves or Capital. . . . . . . . - ·- - .... , . -
8 .. Total Amount disposed of for Dividends, etc .. . 3.87 4.30 4.43 4.46 4.43 

-
9· Carried to Reserves . . . ' . . . . . . . . 0-54 0-53 o.sz o.s7· 0-53 

ro. Dividends . . . . . . . . . . . . • .. . . 1.38 1.71 1.82 1.84 1.82 
11. Director's Fees, etc . . . . . . . . . . . - - - .- -
12. Cam'ed forward to following year . . . . . . . 1.95 2.o6 2.09 2.05 2.08 

rj. 'Total as abQve • ..• . . . . . . . . . . . . . 3.87 4.30 4.43 4.46' 4.43 

14- Value of currency in cents of a U.S. dollar at ' 
the end of each year. , . . . . . . . . . . 486.65 486.65 486.65 337·37 327.87 

I 

NINE. LONDON CLEARING BANKS • 
. . .. 

1925 

J 
1929 I 1930 I 1931 I . 1932. 

(•) Coin, bank and currency notes f.'s (ooo,ooo's) 
balances with the Bank of 
England .• ' . . •' . . 217-7 233·6 233-5 204-9 ' 219·7 

(b) Balances with and cheques in 
conroe' of collection on other : ' 
banks in Great Britain and 

6).0 Ireland . . . . . . . . 6s.J 69-5 6H 6o .• 
( •) Money at call and short notice • 121.4 147·9 141.6 122.7 130-5 

Total . . . . . . . . 404·4 451.0 440-4 388.0 
' 

413.2 . -
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U~ITED KL~GDOJI A~D IRISH FREE STATE: 

III. IRISH JOINT-STOCK BANKS 

AU.:OUNTS 

N uml>er of Ballks. • • • • e • • • • • • • • • • 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRffiUTION OF PROFITS 

FOR THE YEARS: 

1930 1931 1932 

9 9 9 9 '9 

£ (ooo,ooo's omitted) 

(<apital paid up. • • • • . . ·• • · · · • · · • 7·9 
Resa ves and Undivided Profits. • . . . • . . · • 9·5 

8.6 
10.1 

8.7 ' 8.6 
9·3 '. 9•3 

1. Gross Profits • • .. • . J • • • • • • • • • • 

To be tied ucletl : 
2. Expenses. • . . • • . . . . . . . . • . 

( •) Salaries, etc. • • . . . . . . . 
(b) Other working expenses . . . . 

- (c) Taxes, etc. ••.•.. ; . . . . . 
3· Reserved for Pension Funds, etc. . . . . . ... 
4· · Written off on (Depreciation Accounts for) . 

(a) Premises, etc. • . . . . • . . . . . 
(bJ Investments and securities. . . • . . . 
(c) Other assets . . . . • . . . . • . . . 

. 
5- Remaining Net Profit . • .. : . . . . . • • . 
6_ Carried forward from preceding year . . . • . 
7· Taken from Reserves or Capital. . . . . 

8. Total Amount disposed of for Dividends, etc.. • 

1). Carried to Reserves • . • . . . . . . • . . 
10 Dividends • • . . • . • • ·. . . . 
11. Director's Fees, etc . . . .. . . . 
12. Carried forward to following year . . . • . . . 

IJ. Total as above • • • • • :. · . • . ·. • • • • . 

14· Value of currency in cents of a U.S. dollar at 
the end of each year. . . . . . • . . . . . 

1---1---
1.88 

o.os 
O.II 
0.11 

2.18 

. -

2.18 

1.72 1.74 

·o.o2 o.o2 
o.og o.o8 
0.09 o.o8 

1.61 
0-44 

2.05 

0.49 

2.05 

·~· 

1.64 
. 0.49 

2.13 

0-43 
1.26 

1.62 

0.02 
0.04 
0.04 

. . ·-
1.56 

-o.44 

2.00 

. '0.48 
1.12 

1.43 

0.02 
0.03 
0.03 

1.78 

0.38 
0.96 

0.40 0.44 
1---1 

2.00 . 1.78 

337·37 

J. Bills tliseounlell arul botlglrl. 
As a rule, the· banks under review do not 

distinguish between Treasury bills and domestic 
and foreign trade bills in their published accounts. 
The figures given for" bills discounted and bought" 
in balance-sheet JUmmaries include bills of all 
these categories. They do not, however, represent 
the total bill holdings of all the banks, because 
~ ~ the minor banks include Treasury bills 
m their figures for Government leCUrities (group 
4( a) of the balance-sheet 10mmary). In addition, 
a few banb do not Jhow discounts aeparately 

from loans and advances and in such cases they are 
included in group 7 of the summary table. 

The total of bills diicounted in Ireland is 
divided between Irish Free State and Northern 
Irish banks as follows : 

. 1925 1929 1930 1931 1932 

Irish Free State 
I (ooo,ooo'a) 

banb . . . • . 7·3 . 4·6 . 4·3 S-3 4-9 
Northernlrishbanb 0.5 0.3 21.7 20.8 24.1 . --,.... ____ _ 

Total. • • • • 7.8 4·9 26.o 26.x 29.0 
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These figures do. not .. include the discounts of 
two banks operating in the Irish Free State 
which . are not shown separately but included 
under " Loans and Advances ". 

4 and 5· Investments and Securities ; Parlici· 
pations. 

The banks do not give full details of the 
composition of their investments.· A few of the 
minor banks in England and Wales do not show 
Government securities separately in their published 
accounts. In such cases these are included under 
4( b) in the summary table. As mentioned above, 
a minor portion of the sums shown under (a) 
consists of Treasury bills not shown separately 

. '· . 

. .. 1925 

Northern Irish baob : · -
Government securities . . . . 16.8. 
Other securities .. .. • . . . . 2.2 

' 19.0 
Irish Free State baob : 

Government and other secunties . 68.4 

Total . . . . . . . ' 87·4 

6. D1u from Banks, 

Sight balances with, and the cheques in course of 
collection on, other banks are reported only by 
the London ·clearing banks and are included in 
their cash assets. Correspondent accounts are, as 
a rule, merged with loans and advances under 
assets and with deposits under liabilities in the 
published statements of the joint-stock banks. 

-- . . . 

' .1925 .. 
Irish Free State baob. . . . 61.2 
Northern Irish banks JJ.O . . . . 

Total · • . . ; ; ·, . -. 94-2 

9 and 10. Premises and Sundry Assets. 

Premises are not shown separately in the 
statistics of the ECOtWmist, but they constitute 
practically the whole of the joint sums shown in 
the balance-sheet summaries. It ·is generally 
recognised that the market value of the premises 
of the .banks exceeds their book value and that 
important reserves are therefore concealed in this 
item of the aggregate balance-sheet. · 

by some banks. The " other investments " are 
mainly gilt-edged and do not, as a rule, include 
stocks, shares and debentures of industrial 
companies. The sums shown iit group 5 of the 
summary table for England and Wales represent 
the investments in affiliations of the " Big Five ". 

They consist mainly of capital participation in 
Scottish and Irish banks, and to a less extent in 

. foreign and other auxiliary financial institutions. 
There is practically no direct participation in 
industry and trade. 

The Ec01Wmist does not distinguish between 
Government and other securities in its summaries 
of the accounts of the Irish Free State hanks. 
This distinction is, however, made in the case of 
the Northern Irish banks: 

\ . 

£ (ooo,ooo's) 

1929 1930 1931 1932 

18.1 18.J 18.8 . 18.7 
2,4 J.l 2-7 2.8 

20.5 21.6 21.,5 21.5 

6,5.1 67.6 64.0 76.8 

8_s.6 89.2 85-5 98·3 
. 

7. Loans and A avances. 

As already mentioned, this item · includes 
discounts not shown separa~ely by some of the 
minor banks, and part of the correspondent 
accounts. 

The loans and advances of the Irish Free Statt' 
banks and of the Northern Irish banks are given 
separately below : · · 

.. £ (ooo,ooo's) .. --·-- . .. -
1929 . 1930 1931 - IQ32 . 

.59-8 .59·3 58.8 ,56.1 
32·3 9-8 10.1 1·1 . 
92-1 69.1 68.9 • 6J.8 

12. Capital. ~ 

Uncalled capital is left out of account in the . 
balance-sheet summaries. The potential resources 
represented by uncalled capital largely exct>ed the 
capital actually paid up. 

13. Reserve Funds. 
In addition to the ordinary reserve fund shown 

in the summary table, other reserves are ll]aintained 
to meet emergencies. These other reserves are 
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U..."iud..-d unci« deposits in tht" publisht-d statt>men~s., 
ll.dr\!0\"d", additional reo.>urct"S are concealed by the 
h.."t that thr ~ and the inwstmt'nts of the 
t.nt:s are booh-d 11..-.low their actual market value. 

1:;. X~ t. Cirnll4iio•. , 
Joint-stock banks do not JMlSSt'SS the right of 

D<lte issue in England and Wales. The small note 

. 
-

1925 

I 
lrisll Flft State bulks.· , . . . . . 10.7 
:Sortben lrisb bulb . . . . ' . . 4·4 

• Total . . . . . . . . 15.1 . 

llost banks issue notes both. in the Free State -
and in Northern Ireland. 

17. Dw , Bllflks. 

The mrrespondent accounts as a rule are not 
shown separately but are merged in the deposits 
in the published statements of the banks 

circulation shown in the summary table for England 
and Wales refers exclusively to the Isle of Man, 
which is not governed by the English currency 
legislation. The kgislation governing the note-issue 
in Scotland and Ireland was set out in detail in the 
last edition of this memorandum. . , .... 

Circulation figures of the Irish Free State and 
the Northern Irish banks are given below : 

. ' 

£ (oao,ooo's) 

1929 1930 1931 ' 193i 
.. 

6.s· J.8 5·5 . 5.6 
3·7 3·6 . 3·•. 3·• ' 

Jo:-a . 9·4 . 8.7 8.8 

withdrawal of most other deposits on demand. 
It is not customary, however, to allow interest on 
the balances on current account, and if the balance 
maintained is not sufficient to compensate for the 
work involved, a commissiC?n is charged. 

The banking statistics as regularly published in 
English sources do not · show current accounts 
separately from deposit accounts. The report of 
the Macmillan Commit. tee gave these details for 18. nu...-·,. 

~,.-- the deposits of the London clearing banks for the 
The deposit figures of the joint-stock banks period January 1919-March 1931, and a,continua

include current accounts and deposit accounts .. tion. of these series is published currently in the 
IXOJliS· The balances on current account, which League of Nations Monthly Bulleti11 of Statistics. 
are immediately drawable by cheque, are generally The division of total deposits into current accounts 
distinguisbed by the name " demand deposits ", and deposit accounts for the years covered by the 
though in pnctice the. banks also allow the summary table is shown below: .. · 

I. 

1925 " . 
eu-t--ta. . . . . . . . . 961.7 
J)qlooit -.:coanta • . . - . . . . . 676.6 

Toal • • .. - 4 • .. • ' .. 1,6]8.3 - .. -

It will be seen that. the London clearing banks 
account fol' about 95 per cent of the deposits 
jncJwW in S1liiiJIJaJ}' l' able 23 ( •) I. 

• 

- -
1925 

-lrU F,_ State bub. . . . . . . 133.0 
!iertben lrU bulb . . . . . . . 50-I 

Toal . . . . . . . . 183.1 

19. Acupt411Us •1111 E1UlorumMb. 

The greater part of the IUJIIS given represents 
bLUs acupUd by the banks on behalf of their 
CJMI<V«S. Thae are almost entirely foreigll 

. 

(ooo,ooo's) Moathly awraces, Decomber 

19%9" . 1930 ' 1931 1932 

957·7 991.8 865.1 991.6 
815.1 846.6 845.8 g62.8 

1,771.8 .. 1,8]8.4 1,710.9 1,954·4 

Deposit figures of the Irish Free State and the 
Northern Irish banks are given below: 

. I. (ooo,ooo'•l. ' 
" ... . -·- . 

' 19%9 1930 1931 1932 

126.9 128.0 128.9 142·4 
49·5 49-1 49.1 .53·9 

176·4 177.1 178.0, 196.3 

ibU. accepted on behalf of home Importer• 
The figures &hown in the Irish aumnlary table 

refer almost exclusively to the Northern Irish 
banks, the acceptance busineH of the Free State 
banb being insignificant. 

' 
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Summary of Prollt-and.Losa Aeoounl& 

Some of the minor English joint-stock banks are in the summary table do not represent gross profits 
omitted from the profit-and-loss statistics of the · in a true sense and are not comparable with the 
Ewnomist, on which the summary table is based. corresponding figures given in the profit and loss 
The banks included are, however,' . fuUyl. summaries for other countries. 
representative, the aggregate of their capital and 
reserves constituting over 99 per cent of the total 3· Resmed for Pension Funds. 

· capital and reserves of all the banks included in · This item of the summary table is headed 
the balance-sheet summary table in 1932. The " Staff " in the statistics of the EconOftlist and 
profit-and-loss statistics for the Scottish and Irish includes aU allocations for the benefit of the banking 
banks are complete. '· ·· · · staff, which are shown separately by the banks. 

J: and :z. Gross Profits t~nd Expenses. 
' ' I f ' 

As most of the bank!! in' the United. Kingdom 
and the Irish Free State adhere .to the. practice 
of deducting working expenses and . income tax 
before disclosing their profit. these items have been · 
excluded . throughout. In recent years, the 
banks have disclosed their profits " after making 
appropriations. to . contingency .accounts · out· of 
which provision has been made. for bad and 
doubtful debts ". , , It is impossible to tell from 
this vague phrase to what extent depreciation of 
assets has been . covered out of earnings, and to 
what extent. out. of undisclosed reserves. The 
amount shown as profits is entirely at the discretion 
of the directors. . . , , ... 
. It is evident, then, that the sums shown under l 

4" Depredation. , 
· As mentioned in the note to group 1 above, 
the banks do not show depreciation of investments 
in their published accounts. · 

6 and Ia.- Sums e~~rried /Of'TI)t~rtl. 

'. nie amoimts shown in the summary for Scottish 
banks include the " Rest " (i.e., the Reserve 
Funds) of the Royal Bank of Scotland ... 

IO~ Divitlentls. 
· . The dividend figures given include a certain 

, proportion of income tax not deducted from the 
sums distributed to shareholders by a number of. 
banks; · 
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Inlrodue&ory Not.e. 

Gntil the formation of the Kingdom of 
Yugoslavia each of its main constituent parts had 
banking systems of their own which have since 
remained as more or less distinct groups within 
the present credit organisation. These groups 
were described in some detail in the first edition of 
this M-a~ There it was pointed out that, 
although the total number of joint-stock banks in 
the country still remained very large in 1929 (some 
65o institutions), a considerable concentration of 
banking resources had taken place, as illustrated by 
the fact that the twenty most important commer
cial banks held 56 per cent of total deposits and 53 
per cent of total outstanding credits of all recorded 
joint-stock credit institutions (excluding the 
National Bank). On the other hand, many of these 
larger banks are in reality dependencies of foreign 
banking institutions, which in 1929 controlled over 
half the total share capital of the twenty institu
tions referred to. 

No dear line of demarcation can be drawn 
between commercial and savings banks and there 
is DO special private banking legislation ; all banks 
established in the fonn of joint-stock companies 
are governed by the General Law on Joint-Stock 
Cunpanies. Thus the banks may undertake any 
form of operation allowed by that law, including 
the issue of mortgage bonds. They must not, 

7· LINnt.s llfl4 AIIN11ces. 

The IRIIIIS given under (b) in this group of the 
summary table are composed of loans against 
secorities and mortgage loans, as shown below ; 

' 
DiDara (ooo,ooo'o) 

1925 1929 19]0 1931 
-- -- -

l..oaaa ap •wt -.:.ritin 337 347 497 210 . 
~ ..... . . . . . 119 ~ 7U 1.039 

Total .. . . ·~ 6JJ 1,309 1,:149 

however, issue ·bank-notes, this being the sole 
privilege of the' National Bank.·.: As- a rule, the 
larger banks maintain very close relations with 
industrial and other business enterprises by means 
of direct participations and long-term credits. 

The most important public credit institutions are 
the State Mortgage Bank, the Post Office Savings 
Bank, the district or provincial (Banovin) savings 
banks and the municipal savings bank~. The 
relative importance of the banking operations of 
the public credit institutions will be seen from the 
detailed statement of deposits given below in the 
note to group (17) of the_summary table. 

There are, in addition, two recently established 
semi-public joint-stock credit institutions, the 
Privileged Bank for Handicrafts and the Privileged 
Agricultural Bank, in which the Government and 
some other public bodies hold important capital 
participations. , 

The attached summary table is based on the 
annual compilation of joint-stock bank accounts 
published in the BulletitJ of the Economic Research 
Department of the National Bank of Yugoslavia. 
As this compilation covers only the principal 
accounts of the balance-sheets, total assets and 
total liabilities as shown in the summary table do 
not balance. 

Profit and loss statistics are not available. 

The amounts of mortgage bonds issued by the 
banks are shown separately in the note to group (18) 
below. It will be observed that only a minor part 
of the sums extended in the fonn of mortgage loans 
is raised by means of such issues. 

8. C1111w for AcceptatJCes. 

This item is not given in the statistics published 
by the National Bank which, as menlioned in the 
introduetory note, do not include all items In the 
balance-sheet. Sums equal to the acceptances as' ' 
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ACCOUNTS 

Number of Banks . 

AssETS. 
I. Cash 

(a) 
(b) 

. . . . . . . . . . . . . . . . . 
Gold, silver and small coins . 
Inland notes and balances with Central 

Bank . . . . . . . . . . . . 
2. Other I terns of a Cash Nature . . . . . 
3· Bills discounted and bought. . . . . . . 

(a) Treasury bills . . . . . . . . . . 
(b) Commercial bills, Inland . . . 
(c) Commercial bills, Foreign . . _ . 

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

. (b) Other. . . . ........ . 
5· Participations . . . . . . . . . , . . 
6. Due from Banks (Correspondents). . 

(a)Athome .....•......... 
(b) Abroad . . . . . . . . . . .... 

7. Loans and Advances . . . . . . _ . . . . • 
(a) On current account . . . . . 
(b) Other . . . . . . . . . . . . .. 

8. Cover for Acceptances . . . • . . . . . . . 
g. Premises, etc. . . . . . . . . . . . 

ro. Sundry Assets . . • . . . 
II. Total Assets . . . . . . • ~ . ... ' 

.. LIABILITIES. 

I2. Capital paid up . . . . . . . . . . . . . 
I3. Reserve Funds . . . . . • ,, . . . . . . . . . 
I4. Profit-and-Loss Account, Undivided Profits, etc. 
I.). Ch.eques and Drafts in circulation . . . • . . . 
16. Due to Banks (Correspondents) . . . . . . . . 

(a) At home .............. . 
(b) Abroad . . . . . , ..... . 

I7- Deposits. . . . . . . . . . , . . . . . . 
(a) Current accounts and sight deposits .. 
(b) Savings accounts . . . . . ..... 
(c) Time or fixed deposits . . . . . . . 
(d) Other deposits . . . . . . . . . 

IS. Rediscounts and other Borrowings . . 
I9- Acceptances and Endorsements . . . . . 
20. Sundry Liabilities . . . . . . 

Tahle 24 (a). 

SPMMARY OF POSITION AT THE 
END OF: 

1925 

3,204 

8,087 
7.631 

456 
79 

. 553 

13,286 

2,012 

543 

1929 1930 

Dinara (ooo,ooo's omitted) 

734 

5.250 

. 1,018_ 

8,231 
7.593 

638 

57 
794 

16,084 

2,193 
759 -. 

' 

13,186 

701 

57 

_s.6oo 

1,293 

9,626 
8,417 
1,209 

73 
8o5 

18,169 

2,g6o 
819 

779 
73 

• 1931 

l,IC)6 

8.357 
7,108 
1,249 

• 74 
823 

16,407 

1,374 
74 

21. Total Liabilities . . . . . . . . . 14,146 16,896 18,803 16,917 

22. Value of currency in cents of a U.S. dollar at 
l the end of each year . . . . . . . 
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sOO'II"ll un~r liabilities ha\-e been added, ho111-ever, 
under the present heading of the summary table 
in ord« that it should better conform with the 
statements gh-en for other countries included in • 
this memorandum. 

9- IWn~isrs_ de.._ 

This item includes both property used in the 
business of the banks and other fixed property 
held by them. 

17- Deposits. 

The statistics published by the National Bank 
distinguish betwcw current accounts and savings 
deposits (which, however, also include certain cur-
rent accounts), as shown below : • 

DiDara (ooo,ooo's) 

1925 1909 1930 1931 
----

c.n-t MlCDIIDb 
Sa'rillp deposi1a ~ • .;..;. 

5.005 3.8.p J,866 2,9JO 

boob aDd em cunml 
aa:oomt) . . . . . . . 5.833 9.344 10,300 8.8o4 

Total . . . • 10,898 13,186 14,172 11,734 . 

In the monthly statistics for the twenty most 
important banks published in the Qtumerly 
IJ.llm• of the National Bank savings deposits are 
specified as below : -

I . 
DiDara (ooo,ooo's) 

T~ leadiDc baDb 
-'-. ~- ~- -... 

1909 19JO 1931 193• -
OnliDuy ameat aa:oaDta. 3,368 _3,197 1,827 1,66.J 
Sa..mp depa8ta ia Clllftllt 

-t . . .. . . . . 1,599 1,6gJ 1,125 J,o6o 
Total c:atRDt acaJaD1s • 3-967 3.89o 2,952 2,723 

Sa..mp depo8ts ... puo 
boob •••••••• 3.456 ],Ito J,J8o 2,$28 
Total depoeita . . . . 7.423 7.700 6.332 s.•sx ----

'l'llaloof --· deposita • (S.OSS) ls.so3) (4,505) (3,588) 

Savings deposits on pass book pre5umably 
represent time deposits, while current accounts 
(including those headed savings deposits) consist 
chiefly of demand deposits. , 

The importance of the deposits 'held in the 
public credit institutions not included in the 
summary table will be seen from the following 
statement : 

. 
Dinara (ooo,ooo's) 

. 1929 1930 1911 1932 - -- -. 
Post office . . . . . . . 1,021 1,189 1,1J4 l,J88 
Sla~ . Mortgage Bank 
~savings deposita • • ·• • 4SS 

unicipal •'rillp banks 
'. 529 616 751 

(Siavonia.) . . . . . 1,025 1,181 1,200 -
Tota.l pu bUc banb • . . 2,501 2,900 J,OIO -
Tota.l c:ommercial. banks IJ,t86 14,172 11,734 --

Gra~~d Tota.l • . . • 15,687 17,072 14,744 -

' 

~8. Retlisrotmts arul Other BorrowirJgs. .. 

The sums shown in this group of the summary 
. table are made up as follows : · 

, DiDara (ooo,ooo's) 

1925 1929 19JO 1931 -
Redi.._..tll . . . . . . 574 671 738 1,336 
:Mortpge debta • . . . . 40 JO 41 _2!. 

Tota.l . . . . . 614 701 779 1,376 
' 

It is not stated what proportion of the rediscounts 
was effected at the Central Bank or with other 
banks. The mortgage debts incurred by the 
joint-stock banks are unimportant relatively to 
the bond issues of the State Mortgage Bank. . 
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CANADA. 

Introductory Note. 

The most distinctive feature of the Canadian 
banking system is the relatively small number 
of individual banks and the large number of bank 
branches. At the end of 1932, there were ten 
chartered banks ; they had 3,158 branches and 
614 sub-agencies for receiving deposits in Canada. 
The number of persons per banking office is 
lower in Canada than in any country in the world 
except Australia. 1 

The Canadian banks carry on all forms of deposit 
and discount banking. They enjoy, moreover, the 
right of note issue 1 and bank-notes constitute the 
chief circulating ·medium used in the Dominion. 
There is no central bank, 8 but the commercial banks 
are authorised, under the Finance Act, to secure 
Dominion notes against deposits of securities, 
commercial paper, etc.. pledged with the Depart-

' ment of ·Finance. The rate of discount is 
determined by the Treasury Board, a Committee 
of the Cabinet, and it is not frequently changed. 

·Another peculiarity of the system is the existence 
and operation of the Canadian Bankers' Association .. 
This body, though an unofficial organisation, carries 
out certain functions under the authority of the 
Dominion Treasury Board. Thus, it supervises 
clearing-house transaCtions, oversees the printing 
and issue of notes by its members, etc. 

The economic depression of 1930-1932 is clearly 
reflected in the accounts of the chartered banks of 
Canada, but, unlike the experience in the United 
States and certain other countries, there were no 
bank failures during this period. Only one bank 

1939 

Loans 1 . . . 2,282.5 
Investments . . . 448·4 
Acceptances . . . . .112.6 
Notes in circulation .. 6 . . 175·5 
Deposits , . . . . . ·- . 2,6<}6.9 

From the end of 1929 to the end of 1932, the 
deposits ih Canadian banks fell by S450 million, 
or 17 per cent, note circulation by almost Sso 
million, or 28 per cent, loans by $830 million, or 
36 per cent ; while investments increased by 

. 

insolvency, indeed, has occurred in Canada since 
1914 ~ that of the Home Bank in 1923. This may 
be attributed to the wide diversification of risk 
achieved through the branch banking system. 
Practically all the banks, however, found it 
unprofitable to operate certain of their branches 
during the depression, and JII were closed between 
the end of 1929 and the end of 1932. Of this 
number, 176 were situated in the three prairie 
provinces. Branches situated in these provinces 
were largely concerned with the financing of cereal 
crops- in particular, wheat. The drastic fall in 
cereal prices in recent years irnmobilised a large 
volume of bank resources, and the provincial 
governments guaranteed to the banks part of their 
advances against wheat crops. The sum& involved 
in this guarantee are not known, but they are 
thought to be substantial 

The concentration of banking resources, for many 
years a striking feature of the Canadian banking 
system, has continued during the depression. In 
l\Iay 1931, the Imperial Bank absorbed the small 
Weyburn Security Bank, thus reducing the number 
of chartered banks to ten. 

In the course of the depression, the Bank of 
1\lontreal has replaced the Royal Bank as the 
largest institution ; together, these two banks con
trolled over 50 per cent of the aggregate resources 
of all the chartered banks at the end of 1932. 

The development of the principal items on the. 
banks' balance-sheets since the end of i929 is 
illustrated in the following statement : 

I (ooo,ooo's) 

END OP: 

1930 1931 193• September 1933 

1,8]9·7 1,659.6 1,4so.2 '·4'3·4 
6o4.1 694.0 778.2 881.0 

?8·4 55·5 j 42.6 48.0 
148.0 l.fi.O 127.1 141.1 

2,487·3 2,]67.6 ...... , ··•50·3 

S330 million, or 75 per cent. Acceptances (letters 
of credit outstanding) declined by S7o million, or 
63 per cent. 

The fact that deposits fell less than loans suggests 
that ·the restriction of credit was not caused by 

' See M•,..,.alldum Olt com-cial Battlls, 1913-1929. page II, 
· • Notes may be issued against the general Cftdit of the ~ks to ~ amount of their. unimpaiml paid-up capital 

and reserve funds ; an additional 15 per cent may be ISSUed dunng the crop-movmg _,.,.,_ . Supplementary 
isoues may be made against deposits of gold or dominion notes in "Central Gold Re9erves ". A depostt equal to S per 
cent of average circulation must be kept in a "Circulation Redemption Fund ". 

• See, however, pages 230o23I below. 
• Excluding non-current loans (overdue debts). 
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any int~mal drain of cum:ncy (i.e., runs on banks). The much higher figures for bank debits than for 
This is al-oo indicated by tlle stt•ady decline in the bank clearings are another reflection of the branch 
volume of bank-notes in circulation. banking system. In 1932, exactly half the cheques 

Tbe iill in ckposits does not adequately reflect drawn on accounts of Canadian banks were paid 
~ ckcline in the volume of business transactions. . into branches of the same bank on which they were 
In addition to a iill in their absolute amount, drawn. The total volume of business transactions 
tlk-re ,.-as an even ~ater decline in the rapidity financed by cheque (bank debits) was over $20,000 
of turnover of bank deposits. This is brought million lower in 1932 than in 1929. Bank clearings 
out in the follo,.-ing statement, which shows the · fell by almost 50 per cent and bank debits to 
mowments of bank clearings and bank .debits to individual accounts by -45 per cent; The monthly 
individual accounts by ~ars since 1929 ~ · average of bank deposits was 16 per cent lower in 

1 (ooo,ooo's) 

the latter than in the former year. The average 
rate of turnover of bank deposits must the"tefore 
have fallen by some 30 per cent between 1929 and y_. 

BankcleariDgs Bank debits 1932. ' 

1!}29 . . . . . . . . . 25,105 
1930 . . . . . . . . . 20,Q92 
I9JI . . . . . . . . . 16,827 
1932 . . . . . . . . - 12,914 

. 

. 
L T<Ulloaas . . . . . . . . . . 

{•) Call 'aDd sbort kJans in 
Canada . . . . . . . . 

{b) Otber carRDt loans in 
Canada . . . . . . . . 

M c.n aDd sbort kJans 
da wlw:re than in Canada. 

( ~) Otber COrRIIt kJans 
els wbenl than in Canada. 

(•) ........ to provinciaf 
Goftmments . . . . . 

(I} Leans to mnnicipalities, etc. 
{ rJ l!i'OOKaJnDt Joans1 • 

. . . 
a. Tlllal "-"-· . . . . . . . 

(•) ])m.injna aud prorinc:iaJ 
Goftrnment -.:uri ties. . 

(b) Mmticipal .entities. . . . 
(&) Otber -=urities • . . . . 

J. TI/Ul ,_.. &114 ;-"-"''· . . . 

46.670 
37.<491 
31.586 
25.S.U 

The aggregate figures shown above for the decline 
in loans and investments conceal, of course, marked 
variations in the behaviour of particular items. A 
more detailed analysis is made in the following 
statement. 

LoaDS and -
Change between end Pe<centage ratio to deposits investments 

oi 1929 and end oi 1932 and note circulation 
I (ooo,ooo's) 

End oi End of ' End of End of 
I929 1932 

f (ooo,ooo's). % 1929 1932 

2.290 . r,f63 -ll!Z'f. -36 79·7 61.7 
. 

-
262 103 -159 --61 9.1 4·3 

1,403 96-t -439 -31 48.8 40.6 

245 91 -154 . --63 8.s 3·8 

:lSI 152 -99 .-40 8.7 6.4 

2S 28 + - 3 +12 o.g 1.2 
97 + IS +IS 112 3-3 4·7 

7 13 + 6 +86 0.3 o.s . 
448 778 +330 +74 rs.6 32.8 . 

297 s62 +265 +89 10.3 23·7 
94 Ifq + 73 +78 3-3 1·0 
57 49 - 8 -14 2.0 2.1 

•-738 •. ~,.z -491 -r8 9s.J 94-S 

As already observed, a sharp decline in loans, 
amounting to 36 per cent of the amount outstanding 
at the end of 1929, was partly offset by a very 
marhd increase in total investments. The ratio 
of aggregate loans to the total of deposits and 
nute circulation amounted to almost 8o per cent 
at the end of 1929 and only sliglltly more than 
6o per cent at the end of 1932. The sharpest 
percentage decline occurred in the case of call and · 
!ibrJit lt..ans in Canada and elsewhere, which 
tt..gl!tblo'l' fdl by !IOIJle I.JOO million, or over 6o per 
cent, and rtpl'est:nted only 8 per etnt of deposits, 

etc., ~t the end of 1932, as compared with 17 Y:e per 
cent m 1929. These loans are chiefly used to 
finance security speculation ; call and short loans 
elsewhere than in Canada represent chiefly loan~ 
to t.he !lew Yo~k ,Stock Exchange. The sharp 
declme m these Items is a reflection of the fall in 
security quo~tions and Stock Exchange activity. 

The most unportant absolute decline in bank 
credit outstanding between the end of 1929 and 
the end of 1932 was in current loans in Canada 
which fell by $+f0 million, or more than 30 per cent: 
between the dates mentioned. These loans 
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represent the bulk of genuine comml'rcial credit maintenance of these deposit accounts partly 
E'Xtended by the Canadian banks and their decline explains how the Canadian banks were able to 
is indicative of the reduced volume of business and increase their holdings of public securities to 
the lower level of prices prevailing. the extent indicated a how. Deposits elsewhere 

Non-commercial loans -i.e., loans to provinci;Ll than in Canada, which represent deposits of 
Governments and municipalities - rose somewhat branches operating abroad, declined even more, 
and accounted for almost 6 per cent of total proportionatt>ly, than demand deposits in Canada. 
deposits at the end of 1932, as compared with· No distinction is made in the official statistics 
slightly over 4 per cent at the end of 1929. Public between current and time accounts in the case of 
and semi-public bodies (such as school boards) this item. 
encountered serious difficulties in balancing their During the course of the dcpn•ssion, substantial 
budgets during these years and frequently had amounts of short-term capital were withdrawn 
recourse to the banks for assistance. from Canadian banks and ·converted into foreign 

Although the Canadian banks did not make any currencies, particularly into Amt·rican dollars. 
direct advances to the Dominion Government In part, these balances with Canadian banks wprc 
during the depression, they purchased Governmt•nt owned by fon•ignprs and in part by Canadians. It 
bonds in large quantities. I nvcstml'nts in is not possible to state accurately the amounts 
Dominion and provincial Government securities involved, but some indication of the scope and 
increased by $265 million, or almost 90 per cent direction of the movement is afforded by the 
in this period. The rise in the banks' holdings of following statement, which shows the net balance 
municipal securities was almost as marked, while of sums due to (-) and from (+) foreign banks 
railway bonds and other securities were lower in at the end of each year since 1929 : 

· 1932 than in 1929. 
In the preceding statement, the various credit 

items of the Canadian banks have been compared 
with the total of deposits and notes. Different 
types of deposits experienced quite different 

, movements, however, as is brought out in the 
following statement : 

DECLINE 
End of End of 

1929 1932 Amount % ----
s (ooo,ooo's) 

Demand deposits m 
Canada. . . 729 466 263 36.1 

Time deposits Ill 

Canada. . . 1,434 1,378 56 3·9 
Dominion Govern-

ment deposits. . 6o 53 7 II-7 
Provincial Govern-

ment deposits. . 32 19 13 40.6 
Deposits elsewhere 

' than in Canada . 442 329 IIJ 39.1 -- --
Total. . . - 2,697 2,245 ·452 16.8 

The bulk of the decline in deposits in Canada 
took place in current accounts, which largely 
arise from loans granted by the banks. Th<·se 
accounts fell by $260 million, or 36 per cent. The 
fall in savings and time deposits, which represent 
largely funds awaiting investment, was much more 
moderate - S55 million, or less than 4, per cent. 
This moderate decline is even more striking when 
account is taken of the fact that the Canadian 
public purchased substantial amounts of Govern
ment bonds during this period with funds formcrly 
held on deposit with banks. The relative 

I (ooo,ooo's) 

End of year Baoks in Banks Total 
United foreign 

Kingdom elsewhere banks 

IQ2Q '. . . . . . . -21.5 +15.1 -6.4 
IQJO. . . . . + 3-2 +2r.s +24-7 
TQJI . . . . . . + 02 +62.4 +62.6 
IQp. . . . . . . + 0.4 +63-5 +63-9 

The last column shows that, between the end of 
1929 and the end of 1932, the net balance of fore~gn 
correspondent accounts changed from a pas.~1ve 
balance of over $6 million to an active balance of 
$64 million, representing a net o~tflow _of $70 
million. A movement towards the Umted Kmgdom 
took place during 1930, but it was not so large as 
the movement of funds towards banks elsewhere 
(chiefly in the United States of America) which 
occurred during 1931. This latter outflo_w . of 
capital was largely responsible _for the ~eprec1atJon 
of the Canadian exchange m relation to the 
American dollar, which touched its highest point 
(24 per cent) in December 1_931. There ~as 
practically no net movement durmg 1932. Dunng 
the first two months of 1933, there was a net inflow 
of funds from the United States to Canadian bank?; 
the balance due from banks elsewhere than m 
the United Kingdom fell to S43 ~illion. T~is 
movement represented chiefly Amer1can depos1ts 
seeking safety in Canadian banks. 'When the 
financial crisis in the United States was overcome, 
the movement was again reversed. · 

Advances of Dominion notes to the chartered 
banks under the Finance Act reached their 
maximum (over Suo million) in November 1929· 
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Wi.tla the slwnp in busillt'SS and speculation, th~y 
d...::lint.'d st.>adily thd\>afu.r, reaching the low 
ligure \\( $6 ~i million at the end of August 1931. 
During the- pd'iod of financial crisis, from &-ptt•m ber 
t\\ the ffid of 1931, they rose to $.46 ~'i million. 
The tendency during the fi.n."t ten months of 1932 
•-as -..'ain downward; but. in November of that 
~. the- Gownunent ananged 111ith the banks for 
them to buy its t'\\"lr)'\'U notes bt·aring interest 
at 3 ~ per ~nt to the amount of $35 million, and 
1llile ~ nott-s as security for ad van~ (at 2% p<'r 
cent) of an ~ui,-aknt amount under the Finance 
• \ct. The purpose of this transaction was officially 
stated to be to increase the banks' cash reserves 
and s-1l the-ir loaning capacity. . . . 

Although this operation suCceedt-d in its first 
object o( inaeasing the banks' cash reserves, it 
did not re;ult in any appreciable increase in the 
total volume o( credit outstanding. The banks 
1ISed the initial increase in their cash resources 

-

' -

largely to retire earlier. indebtedness. under the 
Finance Act. They eontmued to putchase Govern
ment securities, which reached the record figure 
of $66o million at the end of September 1933, being 
$100 million higher than at the end 'of 1932. 
Current loans and discounts in Canada, on the 
other hand, fell by $6o million. ·Sight depositS in . 
Canada increased by $25 million during the first 
nine months· of 1933,' while time depositS fell by 
$5 million. In May 1933 the rate of interest paid · 
by the chartered banks on savings accounts was 
reduced to 2 Yz per cent from 3 per cent, at which · 
it had stood for some thirty years • 

The chartered banks of Canada are the chief 
recipients of savings deposits in the Dominion. 
There are, however, other public .and private 
savings institutions. The evolution of deposits 
in these banks is compared with that in the char
tered banks in the following table : 

I 
I (ooo,ooo's) ' 

- C&A&TKUD BA.ND SAvrxos aua. ElrD ... 
GltA!<D 

c-t Savings ·- Dominion Provincial TOTAL 
IICCOWII:s aDd time Total Govern· Govern- Private Total 

deposits ment 1 meuts• 

lcpc) - . . - . . . . . . • . '729-3 1,434-4 2,163·7 28-4 ~8-3 ']0.8 . 1~7·S 2,321.2 
19JO . . . - . . . . . . . . fi41.7 1,of2~-· 2,o67.~ 26.1 49·3 68.8 144-2 2,211.7-
1931 . . - . . . . - . . - . ~66.6 1,36o.o 1.926.6 2,f.8 ~1.2 69.9 135·9 2,072-~ 
19]2 . - . . . . . . . . . . 466.2 •.3n-~ · 1,843·7 - 23-9 .. 32·3 66.7 ·122.9 1,970.6 

-

Savings deposits in Canada were not transferred · of the legal regulations at present in force. The 
from pivate to public institutions in the course Bank Act is, however, now due for regular decennial 
of the economic depression, as they were in many revision. On July JISt, 1933. a Royal Commission 
other countries. Savings deposits in the chartered was appointed, 'under the chairmanship of J.ord 
banks feD by about $55 million, or 4 percent, from Macmillan, to enquire into the Canadian banking 
the end of 1929 to the end of 1932, while deposits and monetary system. , · 
in savings institutions declined by $35 million, or The Commission's terms of reference declare it 
almost 25 per cent. The fall appears to have been desirable that the approaching periodic revision 
particularly marked in the case of the provincial of the Bank Act, which will precede the enactment 
wavings banks in 1932. In February of that year, of a measure to continue the charters of the 

. 'llowuer, the offices of the Provincial Savings established banks, which expire on July Ist, 1934. 
Bank of llanitoba were discontinued and the shall be based on a complete and detailed examina· 
depositors' accounts taken over by the chartered tion of the provisions of the Act and of the functions 
branb. ' · and operations thereunder of the banking system. 

No official profit and loss statistics are published It is also desirable that such examination should 
for' the chartered banks. of Canada. Net profits, include a &tudy of the facilities now afforded by 
as publisbed in their annual reports. fell from $28 the Finance Act and a careful consideration of the 
million in 1929 to $21 million in 1932, but it is not advisability of establishing in Canada a central 
known whether full allowance is made for the banking institution, and, if so established, of the 
depr~tioo of a55eU ~e the figure for net relat~on of such central bank to existing banks 
profits • stmclt. The dividend rate of all banks and 1ts proper authority and function in the 
u.cept the . Banque Canadienne Natio~ ·was operation of the banking system of the country .. · 
~ dming the c:oune of .the de~~z:esswn. . · · The report of the Commission was published in 

M changes have been made m Canadian banking November 1933. The chief recommendations of 
~tion lliDce the publication of the first issue the report are (x) that a central bank be forthwith 
of tm. llleDIOiandum, where a summary is given established in Canada and (2) that an enauirv ·be 
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mstituted_ by the Dominion Government to 

. investigate the existing organisations for the 
provision of rural . credit with a view to the 
preparation of a scheme for the consideration of 
Parliament. It is proposed that the capital of the 
central bank should be SS million, offered for 

. public subscription ; the State is to name the first 
Governor, Deputy Governors and directors. It is 
recommended that the bank should have the sole 
right of note issue, and that the commercial banks' 
issue should be. redeemed over a period of years. 
A minimum deposit of, say, 5 per cent of its deposit 
liabilities in Canada should be maintained by each 
commercial bank with the central bank. The 
latter should act as banker for the Dominion 
Government and also, possibly, the Provincial 
Governments ; it should also· take over the 
issue and management of the public debt. It is 
recommended that the central bank maintain a 
proportion of 25 per cent in gold and foreign 

exchange against its outstanding not.e issue and 
sight liabilities. 

The report contains but few recommendations 
of changes in commercial banking practice. One 
of these is that the statutory limitation (7 per cent) 
on the rate of interest charged by the commercial 
banks .on loans and discounts should be repealed. 
The Commission strongly urges upon the Canadian 
banks the advisability of refraining from dealing 
in, or distributirig for their own account, any but 
the highest-class securities available in the country, 
and more particularly those issued by Governments, 
municipalities and other public and semi-public 
bodies. As regards trading in stocks, the view is 
expressed that the banks should not act otherwise 
than as agents for their customers to place such 
orders as they may receive through the regularly 
constituted channels. · 

Up to the time of writing, no l~gislation has been 
introduced to give effect to the Commission's 
recommendations. · 

Balance-sheet Summary. 

I. Cash. 

The sums shown under cash in the summary 
table include the amounts held on deposit with the 
Minister of Finance for the security of the note 
circulation, t.ts. the Circulation Redemption Fund 
(S% of average circulation) and also the Central 
Gold Reserves, i.e. the deposits in gold and 
dominion notes which the banks make with the 
Canadian Bankers'. Association, acting as an agent 
of the Government, against the issue of equal 
amounts of bank-notes in excess of their paid-up 
capital. The part of the cash shown in the 
summary table which is earmarked for the specific 
security of bank-notes is shown opposite. 

The amounts shown under (•) in the summary 
table include the gold held in the Central Gold 
Reserves and the current gold and subsidiary coin 
held by the banks at home and abroad. The 

' 

S (ooo,ooo's) 

Circul. Central ., 

Redemp. Gold Total 
Fund • Reserves ,. 

1925- . . . . 5o8 71.1 76.g 
1929· . . . 6°4 s6.6 63.0 
1930- . . 608 J2.6 • 39°4 
1931. . ' . 0 

6.8 25o7 32o5 
ig32. ' 

606 I9o9 26°5 

amounts shown w1der (b) consist of Dominion 
notes either in the hands of the chartered banks or · 

· deposited by them in the Central Gold Reserves, 
or in the Circulation Redemption Fund, and 
of foreign (chiefly United States) notes. The 
composition of "cash" was .therefore as follows 
in the years under review : · · · 

S (ooo,ooo's) 

Current gold 
Gold deposits and subsidiary coin in bands of banks Total Metallic 

in Central Reserve 1 (•) 

At home Abroad Total 
Gold Reserves 

18.8 ' 68°7 I8o9 87.6 
1925- . . . . . . . . 49·9 I4o6 87-9 .. ·- -·--

46.g 26.4 73·3 1929- . . .. - . . . . . 
1930, . . . • . . 47-4 36.6 84oo I3o7 97·1 . . . 0. . 

. 76°5 1931. . . • . . . . . 46.0 1908 6s.8 10.7 . 
54°3 1932. 38.0 ·z5.2 53o2 II.I . . . • . . . . . . . . 
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C..-L'".lD.-\. COMMERCIAL BANKS Table 21) (a). 

\ 

' SUMMARY OF POSITION AT THE END OF: 

ACCOl'NTS 

Number of : Banks • . • • . • • . . • . . . • • 
Branches and Sub-Branches . • . • • 

ASSETS. 

1- Cash. ...... \ .................. "' .. 
( •) Gold, silver and small coins . . . • • . 
(b) Inland notes and balances with Central 

Bank • . • • . • • • . • • • • • • 
z. Other Items of a Cash Nature .......• 
3- Bills discounted and bought . . . . . . . . . 

( •) Treasury bills. • . • . • . • • . . . • , 
(b) Cmnmercial bills, Inland. • • . . . . . 
(c) Commercial bills, Foreign · . • . • • . • 

+ Investments and Securities. • • . • . . • . • 
(a) Government • • . • • • . • .• ., • • , 

· (b) Other •••.••.••.•••.... 
5- Participations. . • • • • . • • • • • • . . . 
6. Due from Banks (Correspondents) . --. · ;· . • • • 

(•) At home ••••.••......•. 
(b) Abroad . • • • • . • . . . . . . .. . . 

7· Loans and Advances. • . . . . • • . . . • . 
(a) On current account • . • . • • . • . . 
(b) Other ••.••.•...•...•• 

8. Cover for Acceptances . • • . • . • . • • . . 
9- Pr'emises, etc . .- . . . . . . . . . . . . . . . 

10. Sundry Assets . . . • • • . • . . . . . . • 
IL Total Assets • • • • • • • • • • • • • • • • 

-. 
LIABILITIEs. 

12. Capital paid up... • • • . • • . • • • • • . . 
13- Reserve Funds . . • . . • . . . . • . • . . 
I+ Profit-and-Loss Accounts, Dividend Accounts, etc. 

N . circula. 15. ~ otes m tion . . . . . . . 1 • • • • • • 

16. Cheques and Drafts, etc., in circulation . . . . 
17. Due to Bal\ks (Correspondents) • . • • • • • . 

(a) Athome •••••• · ••...•.•. 
(b) Abroad • • . . • . . . . . . . . • . 

x8. Deposits . • • • • . . . • . . . . . . . . • 
(11) Current accounts and sight deposits ..• 
(b) Savings accounts ...•..•••.• 

549·6 
.. 489.7 

. 59-9 
5-1 

79·4 
' 5-6 

7].8 
. 1,613.1 

6g.9 
72.6 
26.4 

2,896.1 

n6.2 
125-4 

13-3 
173-9 

.. 14-5 
51-4 
u.s 

. 39-6 
2,314-7 

642.0 

' 

1930 

) 

1931 

• 10 
3.970 

10 
3.772 

Dollars (ooo,ooo's omitted) 

290~4 272-5 242.0 
87-9 97-7 76·!1 

-
202.5 174-8 • 165-5 186.6 

92.6 172.2 142._2 II4.0 

448·4 
391.0 

57·4 
9·8 

1<>7·9 
6.3 

. 101.6 
:2,282.5 

6o4.1 
536·7 

67-4 
12.0 

94-4 
4-6 

89.8 
1,839-7 

6g4.0 778.2 
632.0 729-3 

62.0 4s.9 
14-3 - 13.2 

II3.8 · II7.0 
4-1 

109-7 
t,6s9.6 

-· 

4·3 
'112.7 

1,450.2 

II2.6 78.4 · 55·5 42.6 
75-2 78.6 79·8 78·7 

. 22.1 .. 21.9 24-7 28.7 
3,521.1 3,143.8 2,997.7 2,852.1 '........::....__,,___: __ , 

142·9 
xs8.1 
17-7 

175·5 
8.2 

122.9 
14-9 

108.0 
2,6g6.9 

820.9 

145-0 
' 162.2 

15-4 
148.o 

5-3 
77·9 
u.S 
65.1 

2,487·3 
689.2 

144-5 
162.0 

15-9 
141.0 

3-2 
sB-5 
ll-4 
47·1 

2,367.6 
697·5 

144-5 
162.0 

IO•I 
127.1 

o.6 
6x..1 
12-3 
48.8 

2,244.5 
538·3 

(c) Tune or fixed deposits • . • • • • . • . 1,318.9 1,434-4 1,425.8 1,36o.o 1,377·5 
(tl) Other deposits . . . . • . • . . . . . 353.8 441.6 372.3 310.1 328.7 

xg. Rediscounts and other Borrowings • . • . . • 14.8 81.7 20.5 46.5 57.0 
20. Ac.ceptances and En~orsements. • • • • • • . 6g.9 II2.6 78.4 55·5 42.6 
21. Sundry Liabilities. • • • . • • • • . . • . • l-,o-..,....:2::.:-0~I-~~4c:..;·6;...l-~.,.;3~-8;_ 3.0 2.6 
22. Total Liabilities. • . . • • • • • • . • • • • 2,8'16.1 3,521.1 3,143.8 1 ...,.l,-=9"='97~.=7 · ...,2'"",s""'s=2..,.1-1 

23- Value of currency in cents of a U.S. dollar at 
tbe end of each year • • • • • • • • • . , • 

" 
100.0 

!--=:,.__..:.;_,...:..::.:....::..::.:.:;_ 

99.2 99·8 96·3 88.1 
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S (ooo,ooo's) 

Dominion Dominion Bank u.s. Total holdings 
Notes Notes dep. circulation and other of Dominion 

ia hands of in Central Redemption foreign notes not~. etc., 
banks Gold Res. Fund 1 {b) 

1925. . . ; . . . . . . . . . 156.7 
1929. . . .. . . . . . . . . . 130.9 
1930. . . . . . . . . 126.9 
1931. . . . . . . 128.9 . 
1932. . . • . . . . . . . 153·2 

' 

2. Othet" Items of a Cash Nature. 

This item consists of notes of, and cheques on, 
other Canadian banks which have not yet been 
presented for clearing. It does not, of course, 
mclude the, banks' holdings of cheques on their 
own branches. The . detailed composition of the 
item: in each of the years under review is given 
below: 

S (ooo,ooo's) 

Notes Cheques 
of other on other Total 

banks banks 

1925. . . . . . 16.2 129·9 146.1 
1929. . .. . . . . . 20.0 152.2 172.2 
1930. . . . . . I5.0 127.2 142.2 
1931. . . . . • . II.9 . 102.1 II4.0 
1932. . . . . . . . 12.2 Bm.4 92.6 . 

3· Bills tliscoumed and bought. 

The Canadian official statistics do not show 
·discounts separately from loans. They are therefore 
included under advances in group (7) of the sum
mary table. 

4· I nvestmems and Securities. · 

The sums shown for Government securities 
(item (a) of present group) consist of (I) Dominion 
Government and provincial securities and (2) 
Canadian municipal securities and British, foreign 
and Colonial public securities other than Canadian 
to the following amounts. 

The other investments (b) consist of railways 
and other bonds, debentures and stocks. 

52.2 5·8 31.6 246·3 
41·5 6.4 23·7 202.5 
18.9 6.8 22.2 174·8 
15.1 6.8 14-7 165·5 

8.8 6.6 17·9 186.5 

S (ooo,ooo's) 
\ 

Dom. Mun. 
and Prov. and other Total 

\ Gov. Public 
Securities Securities 

1925. . . . . . . . 351.6 138.1 489·7 
1929. . . . . . 297·0 94·0 391.0 
1930 . . . . . . . . 408.6. 128.1 536·7 
1931. 

. 
477·9 154.1 632.0 . . . . . . 

1932. . . . . . . . 562.4 166.9 729·3 

5· Pllrlicipatio'IU. 

· The figures given in the summary table represent 
the chartered banks' shares in, and long-term 
loans to, controlled companies. The latter are 
frequently loan or trust companies. 

6. Due from Banks (Corresporulents) . 
' 

The division of foreign correspondents between 
amounts due from banks in the United Kingdom 
and sums due from banks elsewhere in the years 
under review was as follows : 

• $ (ooo,ooo's) 

U.K. Elsewh. Total 

1925. . . . . . . . 10.2 63.6 73·8 
1929. . . . . . . 5·2 96-4 101.6 
1930. . . . • . 9·0 8o.8 89.8 
1931. . . . . . 5·0 104·7 109-7 
1932. . . . . . . 7·8 I-J4.9 1U.7 

7· Loans and Advances. 

The sums given in this group of the summary 
table are composed of the following items shown 
separately in the official statistics : 
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. 
192.5 ' 

-
(1) can and short (up to JO days) 

lnans: 
In Canada •••.•..••••••••••• 135·1 
Elsew~re .................. 258.6 

.Total (1) ............ 394-3 
(2) Othercnl"mltloansand dilcoants: 

In Canada ................. 903·3 
Elsew~ .................. 238.s 

Total (2) ............. 1,141.8 
-

Total I•+•J ..... "." I,SJ6.1 
(J) Loans to Public Bodies : 

· Provincial ~rnents ..•.•• - 24-3 
Others ...................... 52-7 

Total (3) ............. 77·" 
Gnnd Total (1+2+3) ..... 1,61].1 

Some banks include part of their call loans in 
Canada among" other current loans and discounts" 
which are shown under (2) in the above statement. 
Call loans abroad are made chiefly in New York, 
and being very fluid are regarded by the banks 
as partof their cash reserves against sig~t liab~ti~. 

No distinction is made in the official statistics 
between current loans and discounts ; both items 
are accocdingly included in the present group of 
the summary table and are shown under (2) in the 
statement above. The amounts there shown for 
loans and discounts elsewhere than in Canada 
represent the total credit extended by foreign 
branches of Canadian banks. . · 

The grand total of loans and -advances as shown 
in the statement above and in group (7) of the 
summary table does not include overdue debts, 
classified in the official statistics as ".non-current 
loans " ; these are included in sundry assets (see 
note to group (to) below). 

The amount of credit extended by the chartered 
banks to their own directors or firms in which the 
directors are partners and loan~ for whic~ they are 

' 

$ (ooo,ooo's) 

1929 1930 1931 1932 

' 
262.3 204.8 134·7 103.2 

83.1 91..5 245·1 145·9 

507·4 350.7 217.8 194·.7 

1,402.8 . 1,149·2 1,082.1 964.0 
"188 .• . 151·7 zso.6. 213-9 

1,653·4 · 1,363.1 1,270·5 . 1,115·7 

2,16o.8 1,713.8 1,488.] . 1,310.4 

25-0 29-7. 45-6 · a8.3 · . . 
96-7 96.2 125·7 111-S · 

1:11.7 125-9 171·3 . 139·8 . 

2,a82.5 1,839-7 . .1,659.6 1,450.2. 

.. . 
' 

guarantors is shown. below : 

$ (ooo,ooo's) ' .... •'. 

1925· • •. • II.9 
1929· . • 23·3 
1930. . . · •. ; .. 22.0 .. 
1931. , 22-4 
1932. , 19.1 

9· Premises. 
. . 

· The sums shown in this group of the summary 
table represent premises in actual use in the business 
of the banks. Other real estate and mortgages on 
real estate sold are included under sundry assets 
and shown separately in the, following note. · · · 

IO._ Sundry -Assets.. . 

This item includes overdue debts, real estate 
other ~han bank premises, mortgages on real estate 
sold and various transitory accounts. The detailed 
composition of this account. in the years under 
review was as follows : 

. ' .-' 

I (ooo,ooo's) · · 

. 

-Overdue ~· Other Real Mortlages 
on ea1 Other 1198ets Total debts Estate" Estate sold 

I 

I 

I 

925· 
929-
930. 

1931. 
1932-

. . 
' . . 

. . . . 

. . 

. . . . 
. . . 

. . . . 

. . . . 
. . . . . 

. . . . . . 9·5 . . . . . 7-2 . . . . . . 7-4 . 0 . . . . 10.3 . . 13-3 
.. . . 

The chartered banks are not authorised to make 
loans on the direct security of real estate; they may, 
however, acquire a mortgage on real property as 
additional security for loans already contracted. 

I 

8.3 s.o 3.6 26 ... 
5·3 7·3 . 22.1' . 2.3 . ,. ~~ 
s.8 7.1 1.6 21.9 
6.6 6.a 1.6 24-7 •. 
1·5 6 ... r.s 28.7"'" . 

The sums shown. ~de~ coiumn.S (2) and (3) in the 
above table refer almost entirely to property which 
passed into the possession of the banks aa a result 
of foreclosure for non-p~yment of debt. 
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14. Profit and Loss, Undivided Profits, elc. 

No official profit-and-loss statistics of the banks 
are published in Canada. The balance of .the . 
profit-and-loss accounts is not 'included in ·the 
returns of the chartered banks and has been 
calculated by taking the difference between total 
assets and total liabilities (including capital and· 
reserves), which are shown in the official returns. 
From the annual reports of individual banks it is 
seen that this difference represents the year's net 
pro~ts and balance brought forward from the pre
cedmg year. The banks publish figures for dividends 
declared and unpaid. These are included in the 
sums shown in this group of the summary table. 

. . 
. 192.5 

.. • 
Gross circulation ................. 173-9 
Less notes in tills of other banks-.•.•• 16.2 

Net circulation ................... 157·7 

I6. CheqUes and Drafts itJ Circ~tiott. 
Cheques. issued by. the. banks are not shown 

separately in the official statistics, but are included 
in Correspondent accounts (group (I7) of summary 
table). The amounts shown in the present group 
are designated in the official statistics as " bills 
payable " ; they consist presumably of three-month 
and other drafts issued by the banks. 

I7. Due to Banks (Correspondents). 
The sums due to banks and banking 

correspondents abroad are divided in the official 
statistics between banks in the United Kingdom 
and elsewhere as follows : 

Sight Deposits 
made bv the 

15. Notes i" Circulatiott. 

The amounts shown in the summary tab!!' 
constitute the gross note circulation of the chartered 
banks-i.e., they include both notes in the hamb 
of the public and the notes of other banks hdcl 
by the banks themselves. · The banks' holdings of 
each other's notes have been included in assets 
under " other items of a ca"h nature " (see note 
to group (2) above). To detennine the net note 
circulation, these sums must be deducted from the 

. gross circulation as shown in the summary table. 
The net circulation ·in the years under review was 
as follows : 

$ (ooo,ooo's) 
--

1929 1930 )IJ]l Igp 

175-S •• s.o 141.0 127-1 
20.0 15.0 11.9 12.1 

155·5 1]).0 129.1 115.0 

I (ooo,ooo's) 

U.K. Elsewh. Total 

I925. . . . 3·7 35·9 39-6 
I929- . . . 26.7 8I.3 Io8.o 
I930. . . . . . s.8 . 59-3 65.I 
I93I. . . . 4·8 42-3 47-I 
I932- . . . . . . 7-4 41-4 48.8 

I8. Deposits. 

The detailed composition of the amounts shown 
under current accounts (a) in the summary table 
is given below : 

. 
S (ooo.ooo's} 

Balances due to Governments : 
Grand Totdl 

Public iD Canada Dom. Govt. Prov. Govt. Total 

i925. . . . . . . . . . . 597-4 
1929- . . . . . . . . . ' 729-3. 
I930- . . . . . . • . . . 64I.7 
193I- - s66.6 . '. . . . . . . . . . 
1932- . . . . . . . . · . 466.2 

· Savings deposits are not shown separately from 
other time deposits in the official statistics, but the 
great bulk p£ the sums shown in the summary 

' table under (c) represent savings deposits. 
Theoretically, they are generally subject to IS days' 
notice, but in practice they are payable on demand. 

The deposits shown under (a) and (c) in the 
summary table are all held in Canada.,. . . 
· "' Other deposits "· ( tl) represent deposits made 
in the foreign branches of Canadian banks. The 

22.3 22.3 44-6 642.0 
6o.o 31.6 91.6 820.9 
26.9 20.6 47·5 689.2 

I9.8 697·5 III.I I30.9 
53-I 19.0 72.I 538·3 

official statistics do not subdivide these deposits 
into sight and time deposits. 

19. RetliscouJSts and Other Borrowings. 
The sums shown in this group of the summary 

table are given in the official statistics under 
the heading " Advances under the Finance Act " 
and represent borrowings by the banks from the 
Dominion Government under the Finance Act of 
.1914-

---~--



UNITED STATES OF lliEBICA. 

Inboductoey . Note. 

The origin of the commercial banking system 
of the United States of America and its development 
up to 1929 have been described in the first edition 

bonds up to the amount of their paid-up capi~al 
and surplus (re§erve funds). T~e trust companies 
carry on all the banking functions ~rforme_d, by 

'the State (commercial) banks and, m add1t1on, 
they exercise fiduciary fun .. tions. Most of the 
business of the private· banks' is with recent 
immigrants, and these institutions have steadily 
declined in number and importance in recent years. 

· of this Memortmtlum. 1 The systei!l is composed 
of foUI groups of banks-national · banks, State 
banks, trust companies and private banks. National 
banks are thoee chartered by the Federal Congress 
and operating under its jurisdiction ; State banks 
and trust companies operate under the legal 
jUiisdiction of one of the forty-eight individual 
States; and private banks are not generally subject 
to specific bankin~ laws. National banks have the 
right to issue notes against certain Governmer;t 

The following statement sets out the number, 
capital and reserve funds and aggregate resoUices 
of these four clas5es of institution for 1922, 1925 

and 1929-1932. 
" I 

Table I. - CO:IUIERCIAL BANKS, BY GROUPS NUMBER, CAPITAL AND RESERVES, 
AND· AGGREGATE RESOURCES, 1922, 1925 AND 1929-1932 • 

• 

NATIONAl. BAMD STAT& BAND TRUST (OIIPANIU PmVAT& BAIUCI TOTAL 

EDdoiJuae 1· H 1i ~~ i· r~ 1· II 1· ii No. -;! .. l! No. n No. 
-;II ,. 

No.· 
... No. d il j~ jl ii j~ ·ii 

"' "' "' "' "' ---- ---- ---- ---- -- -- --
$(ooo,ooo's) S(ooo,ooo's) S(ooo,ooo's) S(ooo,ooo's) \ S(ooo,ooo's) 

1922.. . . . 8,:149 2,]56 20,706 18,232 1,575 13,o64 1,5.50 1,095 8,534 673 z6 !86 :z8,704 ,5,052 42,490 
192S.. . 8,072 2,,548 24,3.51 !6,983 1,707 15,979 1,68o 1,367 11,566 523 20 155 27,2.58 5,642 ,52,0,51 
192Q. • . 7.536 3,1o6 27.440 14,437 1,96o 16,824 t,6o8 2,396 t6,155 391 19 156 2],972 7,481 6o,575 
1930. .- . 7,252 3.335 29,117 13,s82 1,828 IS,270 1,564 2,68o 17,703 361 16 115 22,7S9 7,859 62,205 
1931 . . . . 6,Bos J,l82 27,643 12,259 1,622 1),110 1.469 2,588 16,861 284 12 82 20,817 7.404 57.696 
1932 ••• . 6,150 2,828 22,368 10,455 1,332 9.479 1,235 2,2]8 13,119 227 II 55 I 8,o671 6,409 .,,ou 

1 Not iDcludinc amounts ~ for ialus, continceocies, etc. 

Though the total number of commercial banks 
in the United States declined steadily after 1922, 
there were still 24,000 banks in existence at the 
middle of 1929, and more than 18,000 at the middle 
of 1932· The large number of unit banks ~ 
indeed, a distinctive fcatUie of the AmeriCan 
banking S}'itern ; in 1929, there was one commercial 
bank to every 5,000 inhabitants of the United 
States: the ratio of commercial banks to population 
was highu than for any other country in the 
world.• 

At the middle of 1929, 22 per cent of all ban~ in 
the l:nited States had a capit<~l stock of less than 

$25,000 and 84 per cent of all American banks had 
a capital stock of $100,000 or less. This 84 per 
cent of the banks, however, accounted for less than 
40 per cent of total banking resoUices ; the 250 
largest banks, about l per cent by number, 
accounted for half the total resources of the 
American banking system. 

The counterpart of the svstem of small 
independent unit banks is, of coui'SP., the a bsl'nce 
of any wid~ pread S}'stem of hranch banking. The 
law re~tm~ to branch banking has been 
summc nse~ m the first editioiJ of this Memorandum. 
The most 1IDportant recent change is contained in 

' 

. . . 
: 5<e M._,...a.,,."" c.,..,...,;III_Bar<h, 1913-1929, pag .. 324 to 331. 

J. P. ~sa':':!" Co~luo referred to 10 the text abould not be confuaed tritb private iav .. tmeat banke11, such u. 
1 

S... M._,..a.,,. "" c.,..-,u.z BafiAI, 1913-1929, Introduction, page 11. 
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the. Glass Banking Act of 1933, 1 under which 
national banks are authorised to e~tablish branches 
throughout the territory of States which pennit 
State-wide branch banking. The legislation 
governing branch banking differs considerably 
from State to State. According to a recent study 
of the Federal Reserve Board, a in May 1932, nine 
States pennitted banks operating under their 
jurisdiction to establish brancht'S anywhere in 
their territory, fourteen restricted the e~tablishment 
·of braiiches to the home city of the parent bank, 
eighteen definitely prohibited the establishment of 
branches and seven had no special legislation on the 
subject. At the middle of 1930, 817 banks 
(including 165 national banks, 583 State banks, 
66 mutual savings banks and 3 private institutions) 
were operating 3,618 branches, of which two-thirds 
were located in five States -California, New York, 
Michigan, Ohio and Pennsylvania. Since 1905. · 
systems known as group and chain banking have 
been developed, under which a number of banks 
are brought under unified control. In June 1930, 
the loans and investments of banks in chain or 
group systems exceeded $12,000 million, or about 
one-fifth of the total loans and investments of all 
banks in the country. 

The decentralised character of American 
commercial banking is further brought out by the 
diversity of the Ia ws to which the banks are subject. 
There are forty-nine separate legal and supervisory 
authorities in the continental American banking 
system - Federal Congress and the forty-eight 
individual States. ' 

Some centralisation in the system is achieved 
, ' I 

through the existence of a system of widespread 
and important correspondent relationships. Bank~ 
in small centres retain balances with city 
institutions and borrow from them. In many 
States, non-member banks are authorised under 
State law . to count their balances with cit} 
correspondents as legal (ash reserves. The close 
network of corre!;pondents has, of course, led to a 
considerable concentration of liquid funds in the 
large cit} banks, more part;cularly in the New 
"\: ork institutions. 
·The Federal Reserve system itself is the most 

important unifying factor in the An>erican banking 
system. National banks are legally required to be 
members of the Federal Reserve S\ stem. Mem
bership for State banks is optio.{aJ. On June 
30th, 1932,. 6,980 of the 18,o67 commercial banks 
in the United States were member banks. These 
institutions, constituting less than 40 per cent by 
num':>er, account for over three-quart~rs of the 
total resources of all commercial 'banks in the 
United States, and over €o per cent of the resources 
of all banks, including savir.gs institutions. 

The last issue of this memorandum f!8Ve ligures 
sho'llling the general movement of commercial 
banking accounts in the l'nited States up to 1929. 
Between June 1922 and June 1929 the total volume 
of commercial bank credit outstanding (total 
loans and inve!;tments) increased b)' $15,000 
million or by 45 per cent. More important, 
however, than the increase in volume were the 
marked changes that occuxred in the 1elative 
importance of the different types of bank credit. 
This is illustrated in Table 2 below. 

Table z. -· ALL CoMMERCIAL BANKs.l LoANS AND INvE~TMENTS, BY C'LI.ssEs, 192:01 AND 1929. 

·s (ooo,ooo'a) 
. 

Cluo al Cnclit . lnae..., 
]IIIIC 30th, 1922 J~~~~e soth, 1929 

hr cent . Amount 
-

Security loans • . 6,su n,stB 4.997 ' 77 0 . . . 0 

Real-tate loans. 0 0 . 0 . . 0 1,989 4.540 •.sst 128 
AU other loans. 0 . . 0 0 . 0 0 • JS,I94 11.367 ' 3o373 I 22 
lnwstmentll • 0 0 0 . . . 0 . 0 0 - 9.215 13.191 3.976 43 

Total • . 0 . . . 0 . 0 0 32.919 47.816 14,897 4.S 

1 Including national banks, Sta~ banks, trust eompani• and private banks. 

Security loans accounted for the greatest absolute 
increase in credit outstanding between 192:01 and 
1929. The} '\\ere over 75 per cent higher at the 
end than at the beginning of the period. The 
greatest percentage increase was for real-estate 
loans (over 125 per cent) ; investments just about 

1 See page 261 below. 
• Fltllf'.J Ru'"" Bwlllliot, Jllly 1932. 

kept pace with the expansion of bank credit as 
a whole, '\\bile "all other" loans increased at only 
half the ~neral rate. 

lhe changes which these divergent movements 
caused in the -character of bank assets is well 
illustrated by Table 3 below which shows, for 
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national banks, the percentage which each of the 
more important cl't'dit items was of the total of· 

loans, and inyes~ments. outstanding .at the twq 
datesmentione~, . , , ·.· ,,., .·.:;. 

-·';~ ·: ' : !•' 
' ' ' 

Tabu 3. - NATIONAL BANKS : PERCENTAGE DISTRIBVUON 
1922 AND 1929. · 

OF LOANS . AND INVESTMENTS, 

' 
• 

All national baub Central reserve cities Othernservecitles ,... CountrY " districts 

Class of <ndit June June jUDe jUDe June juoe ju~ . · juue 

30th,19H 30tb. 1929 30th, 1922 30th, 1929 30th.1922 30th, 1929 30th, 1922 30th, 1929 

. 
71.1 68.g 74·6 . n• 74·7 71.0· 67-S 6-t.6 : 

1. TotallO&IIII. . . . . . . . . . 
..... 8 12.0 17.2 (a) LoaDs OD 80CUrities • 18.4 25·5 28.g 20.9 •7·4 . . . 

1.1 8.1 .f. I 7·8 (b) Real-estate loans • . . . 2.3 6.5 0.1 : o.s 
39·6 {&) All other loans • . • so ... 36.9 45·6' 31-9 s•.8 35·5 51-4 

22.8 ' 25-3 29.0 32·5 35·4 a. Total iovestmeuts. • • • • 28.9 31.1 25-4 
13.1 15-5 13.2 14·4 16.1' 14,0 11.0 (•) U.S. Government se<:urities. 14·5 

(b) Othet 80CuritiN. • • • ·• • 14·4 18.0 9-9 ·;' g.6 10.9 12.9 18.5. 2 •.•. 

' ToW ,_., otod ifiHShltMtts 
zoo.o zoo.o ZOOJJ ' zoo.o l'OO.O · zoo.o zoo.o zoo.o (r+"l· . . . . . . . . . -

" 
'. '.' 

Thereof: 

J. EJi8ible ·- • 37-11 26.9 39-<>' 27-5 39-•· 30.1 35-11 25·-t·. . . . . . . 
( •) Eli~ble paper • • • ~ : • 21.11 ·13-9 20 . .f1 12.5 "3·31 1-f.l 20.11 14-4 
(b) U. S. Govemmeot aecuntles 1 I6.o' 13.0 18.6' 15.0 15-9' 16.0 15.<>' 11.0 ' 

Eli~ble paper (3(•)) as% of"all 
otber loana" (•{•)) •• ~ ••• 41-9' 37·7 44·8' 39-2 44-1· 39-7 39-11 36 .•. 

1 EuJudiDg United States 80Curities pledged as collatetal for .uatioual bauk-oote circulatioo. 
• June 3oth. 1923. · 

. This shift in the comp<>sition of assets was 
common to all groups of national banks ; the 
increase in the importance of security loans 1 was 
most marked in the case of the central reserve city 
institutions, while the increase in th~ importance of 
direct investments was greatest for the "country" 
banks. On the whole, the banks' assets were of a 
more speculative nature, and less liquid in 1929 
than in 1922. Not only did "all other" loans, 
which largely represent self-liquidating commercial 
transactions, decrease in importance (constituting 
over so. per cent of total credit extended in 1922 
and less than 37 per cent in 1929), but their average 
qualily deteriorated, as is shown in the last line of. 
the above table ; the proportion of commercial. 
loans eligible for discount at the Federal Reserve' 
banks dropped from 42 per cent in 1922 to 38 per 
cent in 1929· The increase in the importance of 
security loans and direct.investments in securities 
other than Government obligations_ (which together 
represented 33 per cent of total earning assets of 
national banks in 1922 and 44 per cent in 1929) 
reptesents a fundamental change in the banks' 
method of financing industry ; instead of providing 

industry directly with working capital. through 
the discount of commercial paper, they enabled 
industry to raise its capital requirements through 
security issues by providing the credit to take up 
these issues. either through direct purchase or 
through the granting of loans on the basis of 
security collateral. In this way, the banks became 
involved in (indeed, helped to finance) security 
speculation ; a high and increasing proportion of 
their assets ceased to represent self-liquidating 
commercial transactions. 

,The speculative character of most of these 
security loans is reflected in the very great increase 
which took place in their relative importance in 
the accounts of the central reserve city banks. 
In New York and Chicago, which were the chief 
centres of speculation during this period, security 
loans accounted for less than 30 per cent of total 

. credit extended in 1922 and almost 45 per cent in 
1929. Direct investments in securities other than 
Government obligations. increased most rapidly in 
the case of the " country " banks ; in 1929, they 
were almost twice as important in the balance
sheets of these iillltitutions as in those of the reserve 

' . 
,- • ' • ' I '· ' • ' . I 

1 
Security.toaa are made ~deal~ peoding distributioo to iovNton : to broken aod lndividuala peodiog r.ale 

at a higJa. pnce :. f« CODlllla'Cial or lllduatrial purpooes, the eec:urity being takeQ to protect the baok againat loa: 
and I« -mptiOD or other purpooea. The leCODd group (pending resale) was of chief impoitaoce In the period 
~ . mnew, partiCularly ID the lattet yean. According to illformatioo aupplied the United Stat.. Senate 
'-mittee oa Baakiq and Currency, IIOIDe 75 to 8o per ceot of the aecurity loaol of New York City banka 
wen ...S. f« the ac.le PurpciM of c:&nyillc 80Curitiea, while the percentage for baoka outai<M New york City 11ppeara 
to haYe ta.. 10-hat low.... ·· 
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city banks and three times as imp<Jrtant as in the stability of security markets. • Finally, their 
balance-sheets of the central reserve city banks. liquidity was further impaired on account. of 
There is, moreover, reason to believe, in view of the ·the increased importance of real-estate loans, which 
decline in earnings from. commercial loans, that are characteristically of long maturity. 
high-yield securities (largely of second-rate quality) State banks and trust companies show much the 
were preferred by the country banks. same development between 1922 and 1929 as the 

.More evidence of the declining liquidity of national banks : commercial loans fell from so 
American. commercial banks during the period to 40 per cent of total credit outstanding, while 
under review is to be found in the increased security loans rose from 13 to 23 per cl'nt. Real
importance of real-estate loans, which accounted estate loans also increased in importance and consti
for 2.3 per cent of the total loans and investments tuted 12 per cent of the State banks' total credit 
of all national banks in 1922 and 6.5 per cent in outstanding at the middle of 1929. Both ¥uver-
1929. The increase is most marked in the case of ment securities and other classes of investment 
the " other " reserve city banks and is largely dropped somewhat in importance between 1922 
accounted .for by the MacFadden Bank Act of and 1929, though even at the latter date secwities 
.1927, which authorised national banks to make other than Goverrur.ent bonds constituted over 
loans on the security of urban real estate up to the 21 per cent of total loans and investments, or 
extent of their unimpaired paid-up capital and almost as high a figure as that fotmd for the 
reserve funds, or half their time deposits. . natiomil "country "· banks. Government bond.• 
, .. The efiect of these changes on the liquidity of the w~re of very slight importance in the case of the· 
flational banks. may be briefly indicated. The State institutions. 
de<reased importance of commercial loans caused It has been shown above that the total securit} 
a roughly corresponding decline in the proportion loans of all commercial banks increased by $5,000 
of their total earning assets comisting in paper ,million 1 or over 75 per cent between the middle 
eligible for rediscount at the Federal Reserve ; of 1922 and the middle of 1929. These figures 
Government securities aLoo declined in relative do not include loans to brokers on the security of 
importance, so that the proportion of total earning stocks and bonds, These latter loans are made 
as!ets against which the natu,nal banks could exclusively for the purpose of carrying securities. 
borrow at the Federai" Reserve banks 1 fell from Statistics of loans made to brokers by and through 
37 per cent in- 1922 to 27 per cent in 1929. The reporting member banks in Ne\\ York City are 
increased importance of loans on securities and available in detail since 1926. The gro\\ th of 
investments other than Government securitie& these loans up to October 1929 is shown in Table 4• 
made the national banks more dependent on the 

Table 4· :_ LOANS TO BROKERS ,BY REPORTING MEMBER BANKS IN NEw YORK CITY, 1926-1929. 

S(ooo,ooo's) 
. 

For: out-of· Total FOI' own account For otbtn town banks' . 

January 1926 • 
. . . . . . . . J.U6 1,259 1,281 585 

July 1926 • . . . . . . . . 2,007 900 1,000 '-'4b 
January 1927 . . . . 2.77s 933 1,10-f 741 
July 1927 • . . . . . . . J,O<J6 1,0)2 1,188 877-
January 1928 . . • . . . . . J,lkn I,J4Z 1,470 990 
July 1928 • '· . . . . . . . . of,2J2 929 1,543 1,700 
January 1929 • . . . . . . . s.4oa 1,173 1,8ol •·434 . 
July 1929 • • • • • • • , • • • 5.841 1,198 1,651 2,993 
October ond, 1929 (maximum) •. , . . . 6.11oof 1,071 1,826 3·907 

1 Member and non-membel: baub outside New Y orlt City (dome. tic banks ouly) ; IDclucJ.. unlLnOWil amouat 
for cuatomers of these banks. 

. ' 

1 Asaets of a speculative characta are not eligible for thia purpooe. . . . . . 
1 It may he pointed out that & liOCurity loaD or a direct investment CODStitut.. a hquad (1n the "'""! of readily 

marketable) ....,t from the point of view of an individual bank, and even from that of the commerctal banking 
oyst.om as a whole, provided the total of such collateral or_ inv.,.tments ia not great.; if h~wever, the total oecurity 
holdinp of tho banking system, wheth..- in the form of collateral 00: In that of direct mvestment, ~ large, tho 
attempt to liquidate them within a short space of time may not he feaathle wtthout ouch & deprec•abon lD theu value 
as would involve the baub in aubstantial lou. 

• In fact, thia figure probably understates tho increue. as the atatistic:a of ...,urity loans for 192.2 inel~de .aowe 
crrdit eztendod on scc;urity other tbau ~ and honda. 

' 
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Between January 1926 and the beginning of 
October 1929, the loans made to brokers by or 
through New York City banks on the security 
of stocks and_ bonds increased by almost $3.700 
million or over IIS per cent. It will be noted 
that the loans made to brokers by New York City 
banks for their own account did not increase, while 
thc.se made for account of out-of-town banks rose 
by almost Ssso million, or over 40 pet cent over 
the above period. The greater part of the increase 
in loans to brokers, however, was made for account
of " others " - i.e., non-banking lenders ; in these 
transactions, the New York City banks acted as 
agents rather than as principals. 

Another symptom of the close connection 
between commercial banks and security markets 
in the period under review is the organisation of 
secwity flQiliales by many commercial banks. 1 

The purpose of these security affiliates is the 
underwriting and distribution of securities on 
behalf of issuing concerns. In this connection, 
they act as both wholesalers and retailers, 
purchasing entire or part offerings and distributing 
the securities through salesmen to institutions and 
private investors. In addition, they sometimes 
act as holding companies, for control · or other 
purposes, carrying securities which the parent 
bank is not authorised· or does not wish to have 
among its investments ; as investment trusts, 
buying and selling securities for investment or 
speculative purposes as assets realisation 
companies, taking over from the parent bank loans 
and investments which prove doubtful or illiquid ; 
as real.e;tate holding companies and as a medium 
for supporting the bank's own stock. The capital 
of the affiliate is subscribed either directly by the 
parent bank or by its shareholders ; in some cases, 

the parent bank declares a cash dividend on its 
own stock and, with the consent of its shareholders, 
uses this fund to constitute the capital stock of the 
security affiliate so that the shareholders of the 
J>ank and the affiliate are identical ; frequently, the 
officers of the two institutions are the same. 

The relationship between the bank and its 
~ecurity affiliate is, of course, very close. Until the 
passing of the Glass Banking Act1 of 1933, the only 
restriction on national banks1 loans to affiliates was -
that arising from the provision that loans to no 
single interest should exceed 10 per cent of the 
bank's capital and reserve funds. 

Until 1930, security affiliates were not subject to 
examination on the part of banking superintendents. 
In that year, the New York legislature passed an 
Act authorising the Superintendent of Banks to 
examine and report on the condition of securit:J 
affiliates. The Glass Banking Act of 1933 
required that the security affiliates of national 
banks should be divorced from parent banks 
within a period of five. years and gave ·the 
Comptroller of · the · Currency immediately 
supervisory power over such affiliates. 

Over the period here comidered (1922-1929), 
the increase in commercial banks' total deposits, 
$13,000 million or 45 per cent, is rou~hly similar 
to the increase in total loans and investments. 
The different classes of deposits did not increase 
at uniform rates ; time 'deposits grew much more 
rapidly than demand deposits and constituted a 
considerably higher proportion of the total in 1929 
than in 1922. Table S below shows that, for the 
national banks as a whole, demand deposits 
dropped from 69 per cent of thr total in 1922 to 
s6 per cent in 1929. · 

- . 
Tflbl# S· - NATIONAL BANKS : PERCENTAGE DISTRIBUTION OF DEPOSITS, 1922 AND 1929. 

ADbaab 

]""" june 
JOU.. 1922 30th, 1929 

Demaa4. . . . . . . . . 
: I 

69.0 ss-• 
Time. . . . . . . . . . . 31.0 ..... 

T..W. . . . . . . . zoo.o zoo.o 

All types of banks shared in this shift from 
demand to time deposits, but it was most marked 
!n the case o! the. reserve city banks. The growth 
ID the relatlve unportanc:e of time deposits is 

Caotral nser\'01 cities o'ther resene cilia ueouatryn districts 

June ]UDa jUDe JuM ]UDAl ]UDa 
]Oth, 1922 JOib, 1929 30th, 1922 30th, 1919 30th, 1922 301~. 1929 

88.6 81.7 78.2 s8.2 s6.o 46.J 
JJ .• 18.3 21.8 41.8 I 44·0 53·9 

zoo.o .100.0 .roo.o zoo.o zoo.o zoo.o 

appr?xiD.tately matched by an increase in the 
relabv~ unportance of investments and real-estate 
lo~ ID total credit outstanding. Thus, for the 
natwnal banks as a whole, time deposits rose from 

• Tbe lint American baak to orgaaioe a ~eeurity aJIU' te · . . 
York, wbkh orpailecl tbe Fint National Com - sa ~ppean to_ bave ':-" the First National Bank of New 
City Compaay ia 1911 ad, liDce then, moot 1ar;u"~ ::~ t~ ~-~Cb~;~ Bank foUow_ed with the National 
orporioed oeearity affiliate. ~ an.. o ,ancl 111&117 Ill emallw placee bave 

• See page z61 below. 
0 Kaey &taw baYe lliml!U' pn>vieioae ill their banlrjn1 Jawa. 
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31 to 44 per cent of the total between 1922 and 1929, the slump of 192C>-21 had virtually ceased ; the 
while the long-term credit items mentioned rose banks had used the imports of gold and the return 
from 31 to 38 per cent of the total. In part, of of currency from circulation which had been taking 
course, the increase in time deposits represents an place since the beginning of 1921 to repay part of 
increase in real savings which the banks felt their indebtedness to the Federal Reserve without 
justified in investing in long-term assets. In affecting their aggregate volume of reserves. The 
part, however, it represents merely a cbange in influx of gold continued from 1922 through 1924 ; 
classification : the banks classified an increasing at fin;t, part of this influx was offset by additional , 
proportion of their deposits as time accounts in demands for currency, but the commErcial banks' 
order to take advantage of the lower reserve reserve balances and their dcJ:-osits liabilities grew 
requirements 1 against •such deposits. gradually in 1922 and 1923 and very rapidly in 

In so far as the expansion of bank credit in this 1924. There was a slight outflow of gold in 1925 
period resulted in a growth in time rather than . which retarded slightly the growth in the cash 
demand accounts, the cash reserve requirements of reserve basis, but this was offset by an expansion 
the commercial banks were relatively diminished, of Federal Reserve credit effected by open-market 
and consequently their dependence on the central purchases of Government securities made in order 
banking system was reduced. Another factor to overcome the business recession of that year. 
tending in the same direction was the considerable Gold continued to flow in from 1925 to the middle 
increase in the velocity of circulation of bank of 1927, and the cash basis was further increased 
deposits, ·particularly from 1927 to 1929. ~hrough an expansion in treasury credit, cltiefly 
According to official estimates 1 the turnover m the form of silver certificates. In 1927, the 
of depOsits in member banks increased from 32 Federal Reserve banks lowered their discount rates 
times a year in 1925 to 45 times a year in 1929, and enlarged the credit basis by buying Govern· 
notwithstanding the fact that 41 per cent of ment securities ; foreign securities were marketed 
deposits were classified as time accounts in 1929, . in the United States in increasing volume, the gold 
as compared with only 36 per cent in 1925. This inflow stopped and was replaced by an outflow, 
increase in the velocity of circulation of bank and commercial bank credit expanded very 
deposits was particularly marked in New York rapidly. This expansion took the form chiefly 
City, though it is also to be observed in other of loans on securities for stock-market speculation, 
places ; it reflects chiefly the increased use of bank and loans on real estate. At the end of 1927, the 
credit for speculative purposes. · Federal Reserve banks stopped buying Govern• 

The net demand and time deposits of member ment securities, and, at the beginning of 1928, 
banks were $75 million lower in September 1929, they· reversed their former policy and tried to 
when the stock-market boom was at its peak, contract the basis of credit by sellirtg Government 
than in December 1927 (and their cash reserve securities and raising their discount and acceptance 
requirements were also lower) despite the fact that, buying rate5. The commercial banks, however, 
in the intervening months, the demand for stock- counteracted· these efforts by selling acceptances 
exchange loans was sufficient to require brokers to the Federal Reserve banks and by increasing 
to increase their borrowings by $4,000 million at their rediscounts with them. Moreover, from the 
rates which, in some months, averaged nearly middle of 1928 there was a renewed inflow of 
xo per ('erlt. This situation arose because gold into the United States, which enabled the 
corporations and other non-banking lenders drew member banks to maintain, though not to increase, 
upon their balances with member banks and their reserve balances. It has already been shown 
loaned funds in large volume directly to brokers, that the stock-market speculation of the last 
permitting an extraordinary demand for credit stages of the boom was largely financed through 
to be met without any increase in the deposits an increase in the velocity of turnover of bank 
a~;ainst which member banks were required to deposits and not through an increase in their 
maintain reserves. The demand was met entirely volume. 
by an increase in the velocity· of circulation of 
bank deposits. · __ · · 

In addition to the above factors, there occurred 
an actual increase in the basic reserves of the 
commercial banking system in the form of gold and 
Federal Reserve credit. .By the middle of 1922, 
the liquidation of bank credit consequent upon 
~ 

• • • 
Table 6 below shows the decline of bank credit 

(i.e., loans and investments) for all banks in the 
United States between October 4th, 1929, and 
December Jist, 1932. · 

t Legal caah reserve requirements for member banks of the Federal Reserve, system are 13, 10 and 7 per cent 
against demand depoeita, depending on whether the bank is Jocat~d in central reserve city, other reserve city ..
elsewhere. and 3 per cent aga!Dat all cl.-. of time deposita. 

• F1tlnlll RIUFVI Blllleli11, jiODll&l')' 1933· 
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T11ble 6. A B LL s 1 • ·TOTAL LoANS AND INVESTMENTS, 1929 AND 1932. · ' . 
ANK . 

.• S(ooo,ooo's). · ' 

. MEMBBa BANKS 

All Banks .. New York· . Other rnerve ' ",Country " . ,• 
Total city banks city banks banks 

--
' 1'3,983 13,78o 

.. 
58,835 ' 35.914 8,150. October 4th, 1929. . . . . . . . 10,535 ,· 9.6o7. ..... 946 ' 27.469 7·3•7 Dteember 31st, 1932 •• • • • • • · .. . Decline Octot- 4th, 1929, to Dteem-
13,88g 8,445 823 ·3-448 ' ... 173 .. bes' JISt, 1932. • • • ·• • • ' ' ' ., . 

Pw cnt1 dedi,.. Oclobn _ .fiA, z929, lo 
:If zo· z:S I 30 Dea.'- 3ZSI, Z9J:l • . . . . . 2f .. 

.. com aniee and rivate banka (which are rega~ded . 1 lncludong 10 additton. to nattonal banks, State banks, trust P a1 . P banks . , 
in this N-•;..,.,. as commercial banks), stock savin~ banka and mutu aavmga • 

' . . . . . . . . . ba. nks .. of Ne~ York City than the other reserve 
The liquidation of bank credit in the period _ · .. bank 

October 4th, 1929, to . December Jist,. 193~. cities, and greatest of all for the." ~ountry, s. 
amounted to almost $14,000 million., or three The various classes of bank cred1t did not, of course, 
fourths of the total expansion in the period 1922- decline at ~ uniform. rate. · Table 7 shows the 
1929. 1 . The rate of decline was. the. same for decline for member banks according · to class of 
member banks of the Federal Reserve system and . loan. and investment from October 4th, 1929, to 
non-member banks, but considerably less for_. the Deceml>e~ JISt, 1932. . , , . 

Tabu 7 · ALL MEMBER BANKS ._,LoANS AND INVESTMENTS, BY Cuss£s, 1929 AND 1932. ·' . - • 
October I December. . Dil!ereDCe· Pen:entage distnl>ution of 

. 4th, 1929 31st, 1930 loans and investments , . 
AccouNTS . . 

$(ooo,ooo's) % October December . S(ooo,ooo's). 
4lh,l929 ]1St, 1930 . . - . . 

. ... . . 

I. T~ l"""'· . . . . . .. . • • • a6,z6s . ' ZS,:IOf -zo,96z -4I·9 7"·9 .SS-3 
(•} Loans to customers • . . 23,249' '3.905 - 9.3-44 - .. 0.2' 64·7 so.6 

(i) Security loans • . . . 8,109 ... 8 .. 8 - 3,261 .-40.2. 22.6 17.6 
(ii) Real ..... tate loans, . . ! 3-152 2,86z. -· 290 . - 9-2· 8.8 10.4 
(iii) All other loans. . . . 11,988 6,195 - 5.793 . - .. 8.3, JJ.J 22.6 . (b) Loana to banks • . . . . . 670 . ...... - . 226 . -33·7 1,9 1.6 

' (<} Open-ma~ket IOilllS. . . . . 2,275 ,855 . - l,<fZO '--:' 62.4 6.3 3-1 
2. Toi4J ;,...,,_,.. ' . . . . . . . 9-149 . zz,z6.s + ll,ji6 .j. 115.8 .. 27-I 44-7 (•) U.S. Government securities. ... 022' 6,540 + 2,518 + 62.6. 11.2 23.8 

( b J Otbe< oec:uritiee. . . . 
' 5.727_ 5.726 - I - 15.9 20.9 

' ( 

8,f4S. 
·, 

Total loans tl'llli i•v's'"''"'"· . . . JS.9I4 "1·469 - -•J.s zoo.o zoo.o 
1'1teroof : . 

3- Eligible uoeta • . . . . . . . . 7-979 8,oog + 3" "·4 22.2. 29.2 
(•) Eligible paper.· .••••. 4.598 2,2-f6 ·~ 2,352 J1.2 . 12.8: 8.2 
(b) U. S. Government oec:urities • 3.381 .5.763' + 2,382 + 7°·5 9-4 21.0 

3(•} u% of •(•). (iii). . . . . ~ - - - j8.4 j6.3 
. . 

• E.xchtding about S6SO million of Government tleellfltiee pledged agatnst nattonal bank-note cuculatioo . 

The $8,500 million, decline in total loans and 
investments of meinber banks over this period is 
accounted for by a decline of $u,ooo million in · 
loans compensated in part by an increase of 
Sz.soo milliOn in investments. The increase in 
investments was entirely due to increased holdings 
of Government securities, which were over 6o per 
cent higher at the end of 1932 than in October 
1929; other investments showed no net change over 
thi& period. . . . . 

The very sharp decline in commercial {"all 
other") loans reflects partly the reduced demand 

' • . 4 ' • 

for such Ioaris: uievitablll in a period of businesS 
depression and partly, more particularly in the 
last two years covered by the above table, the 
pressure brought to bear by banks on commercial 
borrowers to· I"epay such loans in order to enable 
the banks to meet . extraordinary demands for 
funds through large-scale withdrawals. of deposits. 
The liquidation of customers' security loans is 
connected with the sharp decline in security prices 
and shows the falling-off in the commercial banks' 
indirect provision of credit to industry and trade 
through the security markets. The moderate 

' . . . ·'· . 
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decline in real-estate loans is due to the long 
maturity of such loans and the virtual absence of 
any market for real-estate or real-estate mortgages 
in this period: The large fall in open-market loans 
is entirely accounted for by the contraction in loans · 
to brokers ($1,500 million), 'as the banks' holdings 
of acceptances and commercial paper increased· 
somewhat over the period. 

The last two columns of Table 7 show that, 
during the period covered, the share of investments 
in total credit outstanding rose from 27 to 45 per 
cent, chiefly as a result of a large increase in the. 
banks' holdings of Government securities. · " AU 
other" loans, which are chiefly commercial in 
character, accounted for a third of the total volume 
of member-bank credit outstanding in October 
1929, and less than 23 per cent at the end of 1932. 
As a result, the banks' holdings of paper eligible 
for rediscount (shown at the foot of the table) al~o 

fell sharply ; but this decline was more than offset 
by a rise in the relative importance of Government 
securities, so that member banks were in a position 
to borrow at the Federal Reserve banks against 
over 29 per cent of their credit portfolio at the end 
of 1932, as compared with only 22 per cent in 
October 1929. The quality of the commercial 
paper held by the banks was somewhat worse at 
the later date, as shown in the last line of the 
table. 

The· figures given in Table 7 for open-market 
loans, which show a decline of $1,400 million 
(62 per cent), greatly understate the drop in the 
total volume of funds borrowed in the open market, 
as a very large proportion of the funds loaned to 
brokers in 1929 was derived from non-banking 
sources. Table 8 shows the decline in the total of 
open-market loans outstanding from the end of 
September 1929 to the end of December 1932. 

Table 8. - OPEN-MARKET LOANS OUTSTANDING, 1929 AND 1932. 

September 30th, 

Stock· Exchange loans : 
From New York banks and trust 

companies~ . . . . . . . . . . . 7,077 
From other soun:es. . . . . . . . . 1.472 

Total •• ·• . . . . . . . . 8.549 
Commercia.! loans : 

Open·market commercial paper . . . 265 
Prime banl<ers' acceptances • . . . . ., 1,272 

I Tota.l ; . . . . . . . . . . 1.537 
Grand tota.l • . . . . . 1o,o86 

The stock-exchange loans from New York banks, 
as shown in the first line of Table 8, include, not 
only loans on own account and for the account 
of out-of-town banks, but also loans for the account 
of " others " -. i.e., non-banking lenders. This 
last group declined from almost S4,ooo million at 

Per cent decline, 
1929 December 31St, 1932 September 30th, 1929, 

to l>ecember 31st, 1932 

S(ooo,ooo's) 

279 96.1 
68 9H --

347 95·9 

81 69.4 
710 44·2 ·-791 48·4 

I 1,138 88.7 

the end of September 1929 to $4 million at the end 
of 1932. 

Table 9 shows the degree to which member 
banks in various areas took part in the general 
credit liquidation over the period under review. 

Table 9 - MEMBER BANKS BY GEOGRAPHICAL CLASSIFICATION : TOTAL LOANS AND INVESTMENTS, 1929 AND 19; • 

• S(ooo,ooo's) 

Naw YoaK CITY 0rHJ:A RESER\'& CITIES (OUMTRY 8AMD ' 
CLASS OF CREDI1' 

October Decem·. Change October Decem. 
Cbange 

October Decem. Change 

41b, 1929 31st, 1932 Amount % 4th, 1929 31st, 1932 Amount % 4tb, 19:Z9 JISt, 1932 Amount % • 
Total loans. ' 6.:,.43 3.538 - 2,8os - 44 10,595 6,173 ........... 4·422 - 42 9,226 5.767 - ).459 - 37 • .. . . 

- l,jO< 863 - )8 Security loans. 11,944- 1,247 - 697 - 36 3.869 2,169 44 2,295 J,.u:a -. 
6 1,485 181 12 Rea.l-estate loans • 176 16o - t6 - 9 1,491 1,)98 - 9 - 1,)04 -

All other loans • • 2,726 1,214 - 1,512 - 56 4·415 2,312 - 2,10J - 48 4·847 2,66g - 2,17! -45 . 
Acceptances and com· 

36.4 + 264 + 264 114 103 - II- 10 177 )I - 14fj -82 mercia! paper. . 100 
376 8 Jb~ -98 ~ns to broken . l,og6 337 - 759 - 69 413 12 - 481 - 97 -

ans to banks •• )02 n6 - 86 - 29 4'14 178 - 31( 64 45 so + s + Jl 
Total investments. 1,807 3.789 + 1,982 + 110 3.388 4.)62 + 974 + 29 4.554 4·114 - 440 - 10 

U. S. Government oe-
curitiea . . . 989 2,6o3 + 1,614 + 163 1,671 2,462 + 791 + 47 1,361 •·474 + IIJ + e 

+ 183 + II 3.193 2,6.fo - 55 j- IJ Other securities. . 817 1,186 + '369 + 45 1,717 1,900 
Total loaNs 11"4 ittVISI• 

13,'}83 8- 25 13.780 9.607 --" 4.17' - 3< _,. B,rso 7.327 - 823 - ro 10,535 -3.44 . . . . .. --
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The decline in the total volume of bank credit 70 per ~ent. Two-thirds ofthis decline is accounted 

outstanding after October 4th, 1929, was most for by New York City banks and reflects chiefly 
marked in the case of the " country " ~ks II;Dd the decline in the volume of security transactions 
least marked in the case of the New \ ork C1ty and the lower level of security prices.· In places 
banks. The "country" banks account for about outside New York, the decline reflect&- chiefly the 
half the total credit contraction between these slump in .business activity and the lower levels .of 

. dates . their total loans and investments fell by prices and wages.. The total V?lume of ba~k debits 

30 per ~ent, while those of the New York City banks to individual accounts, both m and outside New. 
fell by 10 per cent and those of the other reserve York .City, was at a lower level in 1932 than in 

b t Th di gences any '-'ear'since 1920. · · ' city banks y 25 per cen • ese ~ ver . . J 

are accounted for by the fact that the declme m According to estimates of the Federal Reserve 
total loans, though relatively more severe for the Board, 1 the rate of turnovet of bank depoiits in 
New York banks (44 per cent). than for either reporting member banks in leading cities dropped 
reserve city (over 42 per cent) or " country " from 45 times. a year in 1929 to less. than 20 times 
banks (38 per cent), was offset to a considerable a year jn 1932 'and 16 times a year in the last 
extent by a large increase in .the_ investm~t quarter of that .year. Outside New York City, 
portfolio of the New York banks, particularly theli the decline was from a rate of turnover of 22 times 
holdings of Government securities. The decline a year in 1929 to about 13 times a year in 1932. 
in loans of the other reserve city banks was also 
offset in part by an increase in investments; while 

· the total security holdings of the " country " 
banks fell during the course of this 1-eriod, .the 
decline in other securities being greater than the 
increase in their holdings of Government obligations. 

The contraction of bank credit bet\\een October 
1929 and December 1932 indicated above was, of 
course, accompanied by a corresponding reduction 
in the volume of bank deposits. In part, this 
latter reduction was determined by the contraction 
in credits o11tstanding ; and, in part, particularly 
during the period of financial crisis, it was due to 
the withdrawal of bank deposits for currency 
hoarding. The total decline in net demand 

·and time deposits of all member banks from 
October 1929 to December '1932 was $7,000 million. 
Of this amount, the " country " banks account for 
$4,000 million, their deposits falling by 32 per cent ; 
the provincial reserve city banks account for 
$2,700 million, their deposits falling b) 21 per cent, 

· and the New York .City banks for $250 million, 
their deposits falling by 3 per cent. 

The proportion of demand deposits to total 
deposits rose, during this period, from 81 to 86 
per cent in the case of the New York banks ; fell 
from 59 to SS per cent for other reserve city banks 
and from 47 to 42 per cent for "country " banks. 

More striking even than the contraction in the 
volume of bank deposits which took place during 
the depression is the decrease in the efficiency 
with which the deposits were used -· i.e., the 
decr~e in their rate of turnover. The volume of 
business payments is reflected in the bank debits 
to individual accounts, which re'present chiefly 
transfers by cheque. It is officially estirilatedl 
that bank debits to individual accounts fell off 
by l]oo,ooo million between 1929 and 1932, or by 

• •• 
The foregoing analysis has given a general picture 

of the evolution of commercial bank credit in the 
United States from October 4th, 1929, two weeks 
before the break of the New York stock market, 
to December 31st, 1932, the last date for which 
complete returns for all member banks are available. 

·The analysis is, however, incomplete as, on the 
one hand, very important developments have 
taken place in American banking since the end of 
1932, and, on the other hand, the three-year period 
covered includes several distinct.· phases which 
require separate analysis, Accordingly, the 
following periods are considered separately below : 
October 1929 to June 1931, a period characterised 

. chiefly by declining business activity, falling prices, 
and moderate credit liquidation ; June 1931 to 
June-July 1932, a period characterised chiefly by 
financial crisis and sharp credit liquidation ; 
Jrlne-July 1932 to January 1933, ·a period of 
relative stability in both- business and credit ; · 
February to March 1933, a· period of intense 
financial panic, culminating in a short-lived but 
general_ banking moratorium. after March ..j.th ; 
and, from the latter date to the time of writing, a 
period of recovery from the disorganisation of the 
credit system. . ' 

A general view of the development of all bank · 
credit outstanding in the United States during 
the first period may be had from Table 10, which 
shows the movements of loans and investments 
and of deposits of all banks from October 4th, 1929, · 
to the middle of 1931 : . · . 



UNITED STATES OF AMERICA 24S 

T~ble IO. - ALL BANKS l : (A) LoANS AND INVESTMENTS AND (B) DEPOSITS, I 1929, 1930 AND 1931. 

S(ooo,ooo's) 
' 

Total Memb« banks NCD·memb« bub 

·. A B A' B A B 

October 4th, 1929. • . . . . . . . ss.sn 5.s.>8o . 35.914 33.004 22,922 22,176 June 3oth, 1930 •.• . • . . . . . . 58,109 54.954 35.656 33.6go ' 22,453 21,264 June 3oth,,1931, . . . . • . . . . 55,022 51.782 33-923 31.566 21,099 20,218 
D1<li1U, 

Oclobw ,Ph, :rgzg, to j Alllotl"' , 
Jutt~ JOIIo; 193r ' • Pw • ..., • 

. J,8ZJ J,JgB ;r:,gg:r S,4J8 ;r,82J 1.960 
6.6 6.• s.6 4·1 1·9 8.8 

. · 
1 Including mutual oavinp banks and atocli: oavinp banks in addition to national bank• State banks trust 

companies and private banks. . · ' ' 
1 Exclusive of inter-bank deposita., . .. 

. The total decline in the loans and investments of 
all banks from October 1929 to June 1931 ~s 
$3,800 million, or less than 7 per cent and deposits 
fell rather less. The credit contraction represented 
by these figures, though considerable, does not 
appear to have been greater than that experienced 
in previous periods of intense depression, such, for 
example, as 192o-21 or 1894· It will be observed 
in Table 10 that aggregate loans and investments 
declined i:omparatively li~tle and aggregate deposits 
hardly at all from October 1929 to June 1930 ; 
deposits with member banks, indeed, increased by 
$700 million ·or over 2 per cent in that period. 
During the next twelve months, the decline in 
bank credit was more rapid. 

·Both the loans and investments and the deposits 
of non-member banks fell more drastically than 
those of member banks. Non-member institutions 
include·. both commercial and ~avings banks. 
From October 1929 to June 1931 deposits in savings 
banks rose by some 17SO million and their loans 
and investments increased by about $400 million; 
The · decline in the loans and deposits of non
member commercial banks was therefore even 
greater than that indicated in the Table 10.· The 
total decline in the loans and investments of 
commercial banks during the period mentioned was 
$4,200 million, or 9 per cent, and the decline in 
their· deposits was $4, ISO million. There was 
moreover some tendency for , time deposits to 
increase m importance relatively to 'demand 
deposits.· For member banks of the Federal 
Reserve system as a \\hole, time deposits rose from 
41.3 per cent of the total in October 1929 to 42-S 
per cent in· Jllne 1931 ; this rise was entirely due 
to the country and p,rovincial reserve city banks. 

In the months following the break on the New 
York stock market, the Federal Reserve banks 
tried to restore confidence and ease the situation 
by a policy of cheap money. , Discount rates were 
progressively reduced and the credit basis was 
expanded through purchases of Government 
securities. The first effect of the break of the New-

' 

York stock market was to free a large amount of 
bank credit which had formerly been directed 
to speculative channels. This is reflected in a rapid 
reduction in member bank indebtedness to the 
Federal Reserve bank! ; borrowings fell from over 
$x,ooo million in August 1929 to hso million in 
June 1930. Large masses of loans, particularly 
those made on · securities, became frozen as a 
result of the decline in values, and, during this 
period, the liquidation Wils almost entirely confined 

/to commercial loans. As the depression continued, 
the Federal Reserve adopted a more passive policy 
and, from the middle of 1930, the liquidation of 
bank, credit became more general and extended to 
all classes of loans, 
All classes of loan were, however, not a1Jected with 

equal severity. A comparison of the first colwnns 
of Table 7 above and Table IS below will5how that 
the n:ost important decline was in "all other" 
loan£, representing the bulk of genuine cornmrrcial 
credit, which dropped by over $3,000 million or 
2S per cent. Security loans fell by $r,ooo million 
or 12 per cent. Investments, on the other hand, 
increased by $2,350 million, of which over $1,300 
million was due ·to purchases of Government 
securities. The increase in the banks' holdings 
of Government securities more than offset the 
decline in the amount of commercial paper eligible 
for discount, so that a somewhat higher proportion 
of their total loans and investments were available 
for borrowing at the Federal Reserve banks at the 
end than · at the beginning of the period. 
·Commercial paper, in addition to declining in 
relative importance, also deteriorated in average 
quality ; only 3S per cent of'.' all other ''loans were 
eligible for rediscount in 1931, as compared with 
38 per cent in 1929. · 

A detailed examination of the figures for various 
groups of member banks shows that the decline in 
commercial loans was fairly uniform, but that the 
New York City and Chicago banks' loans on stocks 
and bonds were about the same at the middle of 
1931 as in October 1929, while those of the other 
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rt'Sef'"e cities and the country banks were majority represented failures. . In th~ last three 
con..,jderably lower. The increase in i~vestments months of 1929, 163 banks failed· ; m 1930 the 
was most marked in the central reserve c1ty banks; number was 1,345. and,_ in the first six months 
the investment portfolio of the country banks was of 1931, 687. In all, 2,2Q5. banks, with ~cposits 
no higher in June 1931 than in ?ct?ber. 1929. T~e aggregating over $1,300 mdhon, closed the1r doors 
country banks, in fact, show a hqmdatmn of c~e~t in this period. As the total decline in deposits 
all along the line ; they account for $1,600 m1ll10n · of all banks in the United States between October 
of the Sz,ooo million reduction in member bank 4th, 1929, and June 3oth, 1~31, amounted to 
credit outstanding in the period under review. In $3,400 million,- bank suspensiOns are seen to 
part, this liquidation of country bank credit i~ due account for a substantial proportion of this decline. 
to the elimination of banks through suspensions ; Another disquieting feature wa,s the appearance 
but it reflects chiefly the diminished activity of of a tendency to hoard currency out of distrust 
trade in rural areas and a decline in deposits of the safety of banking institutions. Currency 
resulting from diminished sales· of agricultural hoarding became a factor of major impottance only 
products and a drastic decline in . the prices of during the financial panic ; but, even at this period, 
principal crops. it was not without significance_. · The total amount 

In short, the period from October 1929 to June of money in circulation in the 'United States 
1931 may, for the member banks as a whole, be increased by $400 million in the last two months 
ciJaracterised as one of relatively moderate of 1930, when bank suspensions were very numerous, 
liquidation of commercial bank credit, Ia arid, after declining by almost S3oo million in the 
considerable decline ,in loans being party first quarter of 1931, again increased by over 
offset by a large increase in investments. During $2oo million in the second quarter of that year. 
the period of the stock-market crisis, the Federal · With the impact of the financial crisis in the 
Reserve banks purchased large quantities of ~ummer of 1931, the American banks (whose 
Government securities in the open market ; they liquidity, moreover, had already been impaired by 
further assisted the commercial banks in 1930 and the fall in commodity prices, security and real-
1931 by standing ready to buy acceptances at estate values and personal incomes) were faced 
stated rates and by lowering their discount rates. with the neces~ity of meeting large withdra\\als 
A large inflow of gold and a sharp decline in the· of deposits on -the part both of foreigners and of 
amount of monel( in circulation enabled the member American citizens. During this period, the fear 
banks to reduce their indebtedness at the Federal of bank failures and the consequent withdrawals 
Reserve ; member bank borrowings fell from over of currency for hoarding were major factors in the 
$1,000 million in August 1929 to $185 million in banking situation ; a great many banks were unable 
June 1931 and their excess cash reserves increased to realise their assets in sufficient amount to meet 
by over $go million. Federal Reserve credit the extraordinary demands for currency ; the 
outstanding declined from $1,750 million in October attempt on the part of the banking system to 
1929 to less than Sgso million in June 1931 - the convert large holdings ·of investments into cash 
lowest lev~ since 1926. appears to have dominated security markets 

• • • 
1 Although the decline in the amount of commercial 
bank credit outstanding in the United States from 
October 1929 to June 1931 partook of the nature 
of a gradual and orderly liquidation, rather than 
of a rapid deflation, there were, nevertheless, 
~ta~ disquieting features in the general banking 
s1tuatwn, even at that date. The most important 
of these·was the large number of bank ~ilures. 
Suspensions took place, indeed, with considerable 
frequency long before the depression. - . 

Of the 30,000 banks of all kinds in existence at 
the beginning of 1922, over 10,000 banks, or one 
in every three, had gone out of business by the 
end of 1932; deposits in the!'e institutions amounted 
to about $,5,000 million. Five thousand of these 
bank suspensions occurred in the period of high 
business activity from 1922 to 1929 ; the great 

' E:rdaoive of iater-1\ank depolita. 

and to have caused a drastic fall in bond prices, 
which had hitherto been relatively well maintained. 

A general view of the development of bank 
credit during the financial panic may be secured 
from Table II, which shows the movement of loans 
and investments and of deposits in all banks in the 
Unit(d States from the end of June 1931 to the 
end of June 1932 ; for purposes of comparison, 
figures for October 4th, 1929, are also shown. 

Tabl~ II • .:_ AttBA~Ks :. (A) LoANS AN~ !~VEST-
MENTS AND (B) DEPOSITS,1 1929, 1931 AND 1932. 

S(ooo,ooo'o) 
(A) Loans and .. , iavestmeato (B) Deposito 

October 4th, 1929 . • 
June 30th, 1931 • • 
June 30th, 1932 • • • • • • 
Dtdine, June 3oth I A mount • . 

Z93Z·l9JZ. • • Per 'ent. 

· sB.B35 · ss.xso 
55,022 51,782 
46,071 41,g63 
B.gsz g,Bz9 
z6.3 :19.0' 
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- Fro!ll ~he middle ?f 1931 to the middl~ of 1932, withdrawal of deposits on the part of domestic 
deposits 1n all Amencan banks declined by almost depositors. The amount of currency hoarded can 
~10,000 million or by nearly 20 per cent ; loans and only be estiffiated indirectly. Table 12 shows the 
mvestments fell somewhat less. This fall in bank amount of· money in circulation in the United 
credit outstanding was about three times as gteat , States (outside the Treasury and Federal Reserve 
as in the previous fifteen months, and was as great Banks) from the end of June 1931 to the end of 
as the entire expansion of bank credit in the United June 1932 .. 
States from the middle of 1925 to the middle of 
1929. ' 

The main features of the financial crisis need 
only be briefly indicated here. American monetary 
gold stocks. increased without interruption from 
the middle of 1928 to the middle of 1931, when they 
:re~ched their high point of $5,000 million. Against 
fhiS gold reserve, the United States had foreign 
short-term obligations officially estimated 1 at 
over $2,700 million at the end of 1930. In part, 
these obligations represented the dollar balances of 
central banks ; in part depo£its of foreign capitalists 
and commercial banks ; in part, foreigners' 
holdings of acceptances and short-dated Treasury 
bills. When the United Kingdom suspended gold 
payments in September 1931, a general feeling 
of insecurity developed in the international 
financial market ; a large part of the reali•;able 
short-term balances of the world were held in the 
United States, and foreigners, influenced partly 
by the numerous bank failures in that country, 
withdrew large amounts of their deposits in 
American banks and converted them into other 
currencies. These deposits were chiefly concentrated· 
in the large New York City institutions, which 
were, accordingly, the first to be affected by their 
withdrawal in October and November 1931. Net 
demand .11nd time deposits of member banks in 
New York City, which were $300 million higher 
on October 2nd, 1931, than on October 4th, 1929, 
declined by $1,000 mill ion, or almost 15 per cent, 
between the former date and the end of 1931 ; 
of this amount, at least three-quarters would • 
appear to be due to. foreign withdrawals. A 
fresh withdrawal of foreign short-term balances 
took place in May and June 1932, the amount 
involved this time being about Ssoo-$750 million. 
In all, thuefore, the American foreign short-term 
debt would appear to have been reduced by some 
$1,5oo-$1,750 million between June 1931 and June 
1932. This was accomplished in part by a 
corresponding reduction of American short-term 
assets held abroad, but mainly by the export of 
gold. Between the end of June 1931 and the end 
of June 1932, the total monetary gold stock of the 
United States declined by $1,100 million. · 

The liquidation of foreign short-term ·balances 
in the United States, which took the form chiefly 
of a withdrawal of sight deposits in American 
commercial banks, was accompanied by a 

Table 12. _: MoNEY IN CIRCULATION, JuNE 1931 
TO JUNE 1932. 

End of 

1931: 

June 
july • 

-August 
September. 
October .. 

· November. 
December. 

1932: 

January. 
February 
March. 
April . 
May 
June . 

. .. 

l(ooo,ooo's). , . 

4.1121 
4.837 
5.052 
5.246 
5.540 

'5.536 
5,647 

5.642 
5.6o3 
5·459 
5.465 
5.480 
5.695 

The amount of money in circulation in the 
United States was $875 million higher at the middle 
of 1932 than at the middle of 1931. But, during 
this year, there was a great contraction in tl:e 
volume of business transactions ; both prices ~nd 
production fell considerably. Therefore, kss 
currency was required for business purchases at 
the middle of 1932 than at the middle of 1<}31. 
The drop in the amount of currency actt¥~11y 
required may be conservatively estimated at some 
S4oo-$450 million, which is slightly more than the 
decline in the amount of money in circulation 
during the first year of depression - i.e., October 
1929 to October 1930. Therefore, the amount 
cf currency hoarding which took ploce during 
the year of financial crisis is seen 'to be at leaft • 
$1,300 million. Currency boarding, however, had 
already begun in the winter of 1930 ; between then 
and June 1931 £orne S3oo-S4oo million would 
appear to have been hoarded. The actual amount 
of boarding in June 1932 was therefore at least 
Sx,6oo million and probably more. 

Another indication of the widespread distrust 

·, United States Department of Commeru, Trdde ]lt/Of'MdliDfl Bt<lleti11, No. 8o3 : " The Balance of lntemational 
·Payments of the United States in 1931." 
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in American banks characteristic of this 'period is 
the rapid increase in the United S~ates Postal 
Savings deposit!. These deposits, which are a 
direct liability of the United States Government, 
fluctuated between $140 and $155 million from the 
beginning of· 1927 to the middle of 1929 ; they 
showed a steady tendency to increase after ~e 
beginning of the depression, a tendency wh1ch 
beoune very marked during the outbrea~ of b~nk 
failures in the winter of 1930-31 and agam dunng 
the pmod of financial aisis. B_y _the end of 1932, 
they had risen to over $goo million, and, by the 
end of July 1933, to almost $1,200 millio!'· • 

Under the influence of large gold wtthdrawaL, 

hoarding and the breakdown of the 
currency • · · t f th 
capital market and consequent unpalfmen o e 
banks' 'nvestment portfolios, the pace of bank 

'failures 
1
was greatly accelerated ~ the s~mmer of 

. 1931. In the twelve-month peri~ endmg J~ne . 
1932, 2,429 banks. with d~poslts aggregat!llg 
$1,750 million failed'm the Umted St~tes. D~Jg 
the same period, 259 banks WJth depos1ts 
aggregating Srso million \'\>ere able to ~eopen. ~he 
decline in deposits due to ban~ . failures durmg 
this year was therefore $1,600 m~hon.. · 
. Table 13 below gives a class1ficahon of bank 

suspensions from 1929 to 1932 by groups of banks. 

Table 13. - BANK SUSPENSIONS : NUMBER AND DEFOSITS, 

BY GROUPS OF BANKS, 1929-1932,. 

' 
NUIIBKJL DEPOSITS S(ooo,ooo'o) -VaA.a Member banks Non- Member banko -Non· 

AU banks 
National 

1~9- . . . . . . . . . . . 642 64 
19)0. . . . . . . . . . . 1,34.5 161 
1931- . . . . 

' . . . 2,298 409 
19)2. . . . . . . . . . . . 1,453 276 

Bank suspensions were much more frequent 
among the State banks which are not members 
of the FEderal Reserve system than among the 
member banks.. Of the 5,738 banks which failed 
in 1929-1932, 4,623, or over 8o. per cent, were 
non-member banks ; they accounted for about 
6o per cent of the deposits of the institutions 
failing. Average deposits in member banks failing 
in this period were $r,3oo,ooo per bank as compared 
with $450,ooo for non-member banks. !lank 
failures were most frequent among small 
institutions operating with a minimum of own 
funds. 1\lore than half of the Arneric.an banks 
which failed in the period 1929-1932 had a Capital 
of $25,000 or les&, 8o per cent of less than $100,000 
and only 1 per cent of $1,000,000 or more. Almost 
a third of bank suspensions in the period 1929-1932 
occurred in placer. with population of less than 500 
persons and one-half in places with population of 
lese than 1,000. 

The efiects of the three aspects of the financial 
crisis which have been outlined above- namely, 
gold export!, currency hoarding and bank failures
on the total volume of bank credit outstanding rna y 
be slllll111arit!ed at this point, Table 14 ~how! in 
round figures the amount of credit contraction 
impo&ed on the banks from June 30th, 1931, to 
June 30th, 1932, by each of these factOI'!. . · 

----
member All banks member 

State banks National State banks 

17 561 234-S 37-0 20.1 177-4 
26 l,lj8 864-7 173·3 207.2 484·3 

lo8 1,781 1,6gl.6 439-2 294·4 958.0 
54 1,123 730·4' 21.5-3 555-0 459-6 

Table 14. - ALL BANKS : FACTORS IN DI::<:LINJ:: 
IN CREDIT OutstANDING, JuNE 30TH, 1931, 

TO JUNE 30TH, 1932. 

$(ooo,ooo'o) 

Gold exports. . 
Deposits involved in 

bank failures. ·. . 
Currency hoarding . 

Total . . 

1,100 

1,6oo 
1,300 

4,ooo' . ' 

These three spec.ial ,!actors alone account for 
$4,000 million of bank credit contraction.. If it 
is home in mind that the total decline in loans and 
investments of all banks during this period was 
S8,9oo million (in deposits $9,800 million), it will 
be seen that some 40 to 45 per cent of the total 
deflation of bank credit from June 30th, 1931, to 
June 30th, 1932, was directly due .to the extra
ordinary incidence of bank failureJ and financial 
panic. . 

Table 15 shows in detaU the changes which took 
place in the volume of credit extended b}- banb 
members of the Federal Reserve system from 
June 1931 to June 1932. 
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Table 1S. - MEMBER BANKS : LOANS AND INVESTMENTS, BY CLASSES, JUNE JOTH, 1931, 

249 

AND JUNE 30TH 1932 • 

June June Pereenta110 distribution of 
30th. 1931 ]Oth, 1930 Difference loaDI and investments 

ACCOUNTS -
$(ooo,ooo's) $(ooo,ooo's) % june june 

30th, 1931 )Oth, 1932 

1. Tola/loafls. . . 
(•) Loans to c~.~~: 

. 2:t,8I7 J6,sa1 -j,IIJO - ,., 64·3 jq2 
19,257 lj,267 

(i) Security loans • : 
-3.990 -21 s6.8 54·5 . 7,117 ,5.292 - r,8J:S -26 21,0 18.9 

( ii) Real-estate loans. 3,218 2,894 - 324 - ]0_, 9·5 10.3 
(iii) "All other" loans . 8,922 7,081 ·-1,841 -2o 26.3 2H 

(I>) Loans to banks • • • : . . 457 573 + 116 + •s l.J •. 0 
(c) Open-market loans. • • . . 2,103 747 -1,356 -6o 6.2 •·1 

2, T ota/INveslm.,ls • 
(•) U.S. GovernU:e~t~urlti;.: 

u,zo6 II,fi4 - 69• - 6 JS.1 40.8 
5-343 s,62a + .S.s + s ., .. 20.1 

(b) Other aecurities • • • • . . 6,763 5.786 - 977 -·· 19-9 20.7 

Total lo11"' llfl4 iflv•slmmls • . . 33.923 28,00.1 -s.gu -I7 100.0 IOO.O 

Thereof: 
3· Eligible .-to . 1.905 7.407 498 

( 11) Eligible pa;,e;. : : : : : : - .- 6 •3·3 26 . .s 
a.7 3.198 . •••• a - no· -·· 9·4 

,,.a (b) U.S. Governm~ntaecurities. 4-707 4.979 + 272 + 6 '3·9 
3(11) as % of 1(11), (iii) •... -

The decline in total loans and investments of 
member banks in the twelve-month period from 
J~n~ 1931 to June 1932 amounted to about $6,000 
mJII!on, or 17 per cent, as compared with a decline 
of Sz,ooo million, or 6 per cent, in the twenty-one
mo~th period from October 1929 to June 1931. 
Unhke the earlier period, the liquidation from 
June 1931 to June 1932 was not concentrated on 
?rdinary commercial ('' all other ") loans ; the fall 
m these loans, though substantial ($x,8so million), 
was Jess than from October 1929 to June 1931 
(over $3,000 million). The deflation during the 
financial _crisis was most marked for security 
loans, which fell by Sx,8oo million (a 26 per cent 
dro~, as c~mpared with a 10 per cent drop in the 
earlier pe~u~d), open-market loans, which fell by 
$1,350 milhon (6o per cent, compared with a 
decline of less than $200 million earlier), and 
investments in securities other than United States 
Government stock, which fell by almost Sx,ooo 
million (as compared with a rise of more than 
that amount from October 1929 to June 1931). 
Security loans investments in " other " securities 
and open-market loans account for over two-thirds 
of the total decline in loans and investments of 
member banks from the middle of 1931 to the 
middle of 1932. 

The last column of Table 15 shows that there 
was, during this period, a further increase in the 
relative importance of investments and decline 
in the relative importance of loans. The most 
marked change during this · :lfear was the decline 
in the importance of open-market loans, both loans 
to brokers and holdings of acceptances and 
commercial paper falling off very considerably. 
Real-estate loans continued to lag behind in the 
general liquidation. 

One effect of the contraction of credit wru; to 

3s.a 343 

put a very great pre£sure on security mark(ts. 
Banks. threatened with a run and endeavouring 
to ~chteve as great liquidity as possible first called 
thetr loans to brokers. Loans to brokers declined 
from $1,217 to $278 million between the middle 
of 1931 and the middle of 1932. Brokers, thus 
cut off f10m banking assistance, were no longer able 
to carry customers' margin accounts, and the 
latter were accordingly forced to throw their stock 
on the market in order to meet their indebtedness 
to brokers. A second line of defence for the banks 

. was their security loans and their own investments. 
Credits granted to customers on the security of 
stocks and bonds were withdrawn, and customers 
were forced to dispose of their securities in order 
to meet their indebtedne£s to the banks. Sin1ilarly, 
the banks sold large amounts of their own security 
holdings ; in the last quarter of 1931 they sold 
Szso million of Government securities and $640 
million of other securities ; but, in the first half 
of 1932, further sales of $zoo million other securiti('s 
were more than offset by $300 million purchases of 
Government bonds. The total volume of member
bank loans secured by stccks and bonds (including 
loans to banks and brokers) fell by $2,650 million 
between June 1931 and June 1932 and, in addition, 
the banks' own inve.£tment portfolio declined by 
$700 mill ion. · 

The effect of the security sales involved in this 
type of credit contraction may be seen in the price 
movement of high-grade bonds on the New York 
Stock Exchange. The Standard Statistics Co. index 
number of sixty high -grade bonds, which stood 
at 99·4 per cent of par in June 1931, fell to 72.2 
per cent in June 1932, a decline of 28 per cent. The 
effect of distress liquidation on the prices of various 
types of bonds is shown in Table t6 below. 
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DoMESTIC )SSUES 1 u.s. 
' Rails Govern ... Municipal Foreittn 

. .. .- ~- . ' ment bonds 1 bonds I 
)IONTII 

Total Industrial Puhlic ' Second bonds 1 

- utilities High 

I \ 
grade grade ' . 

Percent Per cent October 

Per cent of par value of 4 per ceu.t bonds . of par 1929 of par· 
value -~oo -value . . 

~ l 78.2 86.7 79·4 '102.2 . IW.O 88 .• • 
October 1929· • . . 74·9 73-3 

lo6.) 113.8 83.8 
June 1931 79,0 64·4 8•.8 97·7 78·5 . . . . . . . 

•,j g8.2 89.8 45·6 
Doce"\bel' 1931 • . . . 53·'" 47·4 6s.8 7B 39.1 

85.9 ''44·5' 
41.) 36.0 6o.s 68.8 z6.s 101.8 

june 1932 • • • . . . . . 
I 

1 Source : Dow· Jones. 
• Source : New York Trust. · ' . 
• Calculated from yields on twenty municipal bonds as published by Til Bt'"rl B"Y""· 

., 

• December 1929. 
. ' .. 

In June 1932, domestic bond~ as a whole weie the basis of bank credit. The remedial measures 
almost so per cent lower in price than in June · fall into three ma~n groups :.the establishment of 
1931, foreign bonds had fallen in similar proportion, the Nation~ Cre?tt Corporat:on. and, .Ia ter, of . the 
municipal bonds were over 25 pet. cent lower and Reconstruction Fmance ~~ration Wlt~the obJe~t 
Government bonds 4 per cent lower.- The· effect· .. of checking"th.e· reduction. m the basts of credit 
of this breakdown of the capital market on the through hoaldmg by makmg loans · t? banks on 
American bank~ system will become clear when the pasis of slow assets and so enabhng them to 
it is pointed out that, at the middle of 1931, the meet withdrawals., and resto~e c?nfidence . ; ·~he 
banks in the United States held about $20 ooo Glass-Steagall Banking Act, whJCh alffied atcheckmg 
million of their resources in the form of investm~nts. the contraction in the basis of credit which would 
Detailed figures of the type of security held are. result from foreign gold wi~hdrawals by widening 
available only for the national banks ; assuming the basis of eligibility for the note cover ; and the 
that the distribution of investment holding~; was open·market policy of t)!e. Federal Reserve bank~. 
the ~arne for other classes of banks, it may be which aimed at increa~ing the cash resources of the 
estimated on the basis of these figures that the commercial banks and thus widening the basis of 
IO!;ses to American banks due to the fall in bond credit. . . 
prices froin June 1931 to June I932 amounted to The commercial bank.~ met the first impact of 
at least $z.ooo million, or enough to wipe out· the financial cris~ through recourse to the Federal 
half the paid-up capital of all American banks in Reserve banks ; member-bank indebtedness rose 
emtence at the former date. In fact, the decline from· $169 million in August to $613 million in 
in the market value of the banks' investm~nt October. The Federal Reserve banks raised their 
holdings must have been considerably larger, as the rediscount rates, but, at the same time, bought 
national banks habitually keep a much higher bills freely, their bill holdings rising by over $6oo 
prop<>rtion of their investment portfolio in the form million. in the period mentioned ; their holdings 
of Government bonds than do the State institutions; of Government securities rose by S6o million. The 
and Government bonds fell least in price. total volume of reserve bank credit outstanding 

In the preceding analysis, the period June 1931 increased from $950 million in July to over $2,000 
to June 1932 has been co~idered as a whole ; in million in October. There was Eom& abatement in 
fact, the greater part of the credit liquidation of domestic hoarding •towards the end of October 
that year. was concentrated in the period from and, in order to strengthen .this tendency and to 
;;et>tember 19~1 to April 1932, ·while the dedine assure depositors of the safety of their deposits, a 
?' loans and mvestments was very much ~lower group of large American banks, acting on the 
m su~uent months. T~i! would appear to be suggestion . of President Hoover, . organised in 
due ch~efly to the .rem~d~al m~asures taken to October I?3I the Nationa( c,edit Corporation with 
overCOIJ_Ie the finan_cial ~IS, whtch may therefore the. function of ·extending credit. to banks in 
be considered at th1s pomt.. . · · · • · · : · temvorary difficulties on the .. basis of assets not 

The financial crisis was dominated by two factors: eligible for discount at the Federal Reserve banks. 
foreign withdrawal! of gold and domestic hoarding The working funds of this institution were raised 
of currency (with w~ich is closely connected the through ~he issue of bonds to the organising banks; 
outbreak of bank f~llures). ~oth factors, tend to the nommal amount subscribed was $450 million ; 
reduce the cash basiS of cred1t, and the measures but only one third of this amount was called as the 
to be. reviewed ~II aimed at preventin~ · tJ:mt National Credit Corporation did not in fact ~xtend 
reductiOn from takmg place, or at actually Wldenmg more than $155 million of credit (to 575 banks) 
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the United States ; and to cr~ate in any Federal 
land bank district a regional agricultural credit 
corporation with a paid-up capital of not le~s than 
$3 million. subscribed by the Corporation. 

during its lifetime. The fact of its organi.!oation 
howev~r, ~ppears to have had a temporary 
reassurmg mfluence on public confidence in the 
banks, assus~nsions, which had reached the record 
figure of 522 in October, drop~d to 175 in 
November iind currency hoarding also continued 
to fall off. . 

This alleviation was short-lived, however, for 
Boo new bank failures, involving $275 million in 
deposits, occurred in December 1931 and January 
1932. In February 1932, the Reconstruction 
Finance Corporation was organised'and took over 
the business of the National Credit Corporation. 
The R~onstruct~on Finance Corporation is a public 
body WJth a capital stock of $500 million subscribed 
and fully paid up by the Treasury. It is, moreover, 
empowered, with the appr«;~val of the Secretary of 
the. Treasury, to issue its own notes, debentures, 
bonds, etc., up to $J,JOO million. Bonds issued 
by the Reconstruction. Finance Corporation are 
tax-exempt and are fully and unconditionally 
guaranteed as to interest and principal by .the 
United States Government. The management of 
the Corporation is vested in a board of eight 
directors, consisting . of the Secretary of . the 
Treasury. the Governor of the Federal Reserve 
Board and the Farm Loan Commissioner, who are 
ex-officio mem hers, and five other persons appointed 
by the . President of the United States. The 
administration is centred . in Washington, but · 
thirty-two branches have been established· .. in 
various sections of the United States. , 

The original Act authorised the Reconstruction 
Finance Corporation to make loans to banks, to 
other specified financial institutions, including 
insurance . companies, mortgage-loan companies, 
etc., and, with the approval of Interstate Commerce 
Commission, to railroads. Loans made by the 
Corporation must be "fully and adequately 
secured "and may bear such rates of interest as the 
corporation may determine. They may be made 
for periods not exceeding three years, and may be 
renewed from time to time, but mw;t. be repaid 
in full within five years of the date of the original 
loan.· , 

The Emergency Relief Act of July 1932 authorises 
the Corporation, under certain conditions, to make 
available to States and territories for the relief 
of distress a total not to exceed $300 million, the 
amount advanced to bear interest at 3 per ..ent. 
It further provides for loans by the Corporation to 
States and other public bodiEs,. and to private 
corporations, for self-liquidating projects of a 
public or semi-public nature, such as bridges, 
tunnels, docks and honsing facilities in slum areas. 
In addition, the Corporation is authorised to make 
loans for the purpose of financing sales of surplus 
agricultural products in foreign markets ; to make 
loans to bona-fide institutions to enable them 
to finance the carrying and orderly marketing of 
agricultural commodities and live-stock produced in 

The cap1tal stock of the Reconstruction Finance 
Cor.poration has been entirely paid up by the 
Ur.uted States Government, and the Corporation 
raised, up to the end of 1932, additional working 
funds of $825 million through the issue of its own 
3 Y:! per cent note~ to the Government ; the latter 
in turn ra~ed these funds through isl;uing its own 
bonds and Tre~ury bills which were, as "'ill he 
shown later, largely taken up by the Ft'deral 
Reserve ban~s and, to a more limited extent, b)! 
the commercial and savings banks. With working 
resources of $I,J25 million, the Reconstruction 
Finance Corporation authorised loans to the extent 
of slightly less than $2,000 million and disbursed 
$1,525 million in cash from its inception on Fcbrua 
ry 2nd, 1932, to the end of that year. The 
distribution of loan~ by periods is shown below : 

Table 17. - LOANS .AUTHORISED BY THE RECON

STRUCTION FINANCE CORPORATION, .1932. 
Period. l(ooo,ooo's) 

Prior to July 2Ist, I932 I,I72 
July 2Ist to July JISt. 50 
August . , 190 

. September. . I 39 
October. • . . , 163 
November. 95 

. December. 
Total authorisations. 

Of this amount, about $I,250 million was 
outstanding at the end of 1932. During the first ten' 
months of 1933, new loans to the extent of $I,goo 
million were authorised and, on October Jist, 
I933. a total of $2,250 million was outstanding. 
· . The greater ].-art of the cash disbursements of the 
Reconstruction Finance Corporation were made to 
banks and trust companies to meet withdrawals or 
anticipated . withdrawals of deposits, to pay 
indebtedness, to · repleni£h reserves and to 
strengthen their cash position ; some loans were 
also made to receivers or liquidating agents of 
cl~ed banks to pay a liquidating dividend to 
depositors and to assist in reorganisation. In all, 
loans authorised to banks and trust companies 
amounted to S950 million in the cou~e of I932 and 
an additional S;co million in the first ten months 
of 1933, of which $650 million remained outstanding 
on October Jist, 1933. 5,582 banks, or one in 
every four, received loans from the Reconstruction 
Finance Corporation during I9J2. About 4,000 
of these banks were located in places of less than 
5,000 population ; but these small banks accounted 
for only 18 per cent of total loans made. l\Iany 
loans were made to large city institutions, the 
largest being a loan of $go million to a Chicago 
bank. 
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The nt'xt largest group of borrowers were the · Free gold, as defined above, indicatt'S neither the 
railroads 11·h<J!e bonds are widely held by banks extent to which the Federal RC!:erve banks can 
and oth~r financial institutions They ·received make advances to member banks nor the extent 
cash disbursEments in excess of $380 million up to which gold can be withdrawn for export without 
to the end of October 1933 for the purpose of infraction of the law.· A demand for gold for 
providing funds for additions and betterments ; export, resulting from a withdrawal of foreign sight 
meeting maturing obligations, principal and balances in commercial banks, will cause member 
interest ; paying accrued expenses, auditors' banks to 1ediscount · eligible paper with their 
vouchers, wages, etc. ; and paying other Federal Reserve bank, which will proceed to 
indebtedness. substitute this eligible paper for gold as collateral 

The Glass-StNgaU Acl, I the other most against Federal Reserve notes, thus releasing an 
important piece of American banking legislation exactly equal amount of gold for export. The 
.in the period under review, sought to prevent the amount of free gold does, however, limit the extent 
withdrawals of !hort-term credits from the United to which the Federal Reserve banks may, through 
States from causing a corresponding deflation of open-market operations, enable member banks to· 
bank credit by increa!ing the amount of ... free· meet an external demand for gold or an internal 
gold" available in the American banking system demand for currency without in~reasing their 
and enabling the Federal Reserve banks to increase indebtedness at the Federal Reserve banks ·When 
the basis of credit through purchasing Government the member banks have to borrow in· order to 
securities in the open market. • secure gold or currency, this becomes an element of 

Under the Federal Reserve Act, the· Federal tightness in the credit situation and constrains the 
Reserve banks must maintain a 35 per cent reserve commercial banks to reduce · their owrt credits 
in gold or lawful money against their deposit outstanding. If acceptances were sold to the 
liabilities and a reserve of 40 per Ct'nt in gold reserve banks for gold or currency, there would be 
against their notes. The Federal Reserve agent no inroad into the amount of free gold available, 
must, however, hold 100 per cent collateral against as· acceptances are eligible~ collateral for Federal 
all the Federal Reserve notes issued by him to the Reserve ·notes. The · amount' of bankers' 
Federal Reserve bank and this collateral must acceptances outstanding bad, however, sunk to a 
consist of gold or gold certificates or eligible paper very low figure 1/.S a result of the decline in the 
in the form of discounts or acceptances purchased volume of ~ade, and a substantial portion of these 
in the open market. On February 24th, 1932 instruments was held by 'the big dty institutions 
- i.e., just before the enactment of the law under who were reluctant to part with their most liquid 
discussion- the amount of notes issued by Federal earning asset: At ·the end of 1931,; bankers' 
Reserve agents to Federal Reserve. banks was acceptances outstanding amoimted to less than 
S:z,qoS million. Against these, the agents held all $1,000 million, of which over $550 million were 
the eligible paper discounted by the Federal already held by Federal Reserve banks· and some 
Reserve banks, amounting ·to S9:zr million.' $250 million by accepting banks. · 
Deducting this from the total note issue of the · Under the Gla~s-Stea~rall Act,· the· Federal 
Federal Rc~erve agents, it is seen that almost Reserve banks are authorised to use Government 
S:z.ooo million in gold bad, under the old law, to be securities· as· rollateral against ·Federal reserve 
held against notes, instead of merely 40· per cent notes. This measure resulted, of course, in a very 
(~3. million) •. o~ February 24th, 1932.' In large inCTease in the 'amount of "free gold'' in 
addition, depos1ts m the Federal Reserve banks the Federal Reserve systeni and made it possible 
amounted to almcist S:z,ooo million against which , for" Reserve ·banks to carry on open-market 
a 35 per cent gold backing (S691 million) was held; . operations on a much larger scale than would 
Moreover, the Federal Reserve banks maintain otherwise have been the ca.<e. 
in gold . with the A~er:kan Trea!ury a' special _' Other sections of the Glass-Steagall Act provide 
red~phon fu~d cons15tmg of 5 per cent of that means whereby, in unusual circumstances, member 
port1on of thell' notes !lot covered by gold. :. on banks that are without adequate amounts of eligible . 
February 24th, 1932, thiS amounted to $46 m!lhon. and acceptable assets to enable 'them to obtain 
In order to calculate the amount of free gold in sufficient accommodation from the Federal'Reserve 
!h~ Federal Reserve system at the date mentioned, banks under ether provisions · of the Federal 

• 1t IS therefore necessary .to deduct from their_g?ld Reserve Act may receive assistance on other 
res~es of l3,140 mill1on,. first, $1,9~7 millron security under definite restrictions and at a higher 
requrr~ . as collateral agamst. notes ; . second, rate of discount. This legi~lation does not appear 
56?1 mill10n. h~ld as rc;serve agamst deposrts ; and to have been passed on· account 'of any shortage 
thu~. l46 mrllr<?n. requrred for t~e redemption fu?d, in the supply. of. eligible assets in the hands of 
leavJ.ng S4~6 milhon of gold enhrely free, not bemg member banks as a whole. At' the end of 1931, 
requrred etther as reserves or as collateral. these reported $2,573 'million of eligible paper as 

. . ' . . , 

• Thil Act eaterecl into force for a period of one year in March l932 ; it waa extended for a year in March ~933· ' 
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well as $4~964 million of Government S«urities in the Federal Reserve Act and must be endorsed 
making a total of nearly $7,300 million against and otherwise secured to the satisfaction of the 
.which tb,ey could borrow at the Federal Reserve Federal Reserve bank. Before discounting paper 
banks, or nearly ten times their actual indebtedne~e under this amendment, the Federal Reserve bank 
at that time. These eligible assets, moreover, must obtain evidence that the firm offering it is 
appear to have been well <futributed throughout unable to secure adequate credit accommodation 
the country. No official information is available, from other banking institutions. In the course of 
however, regarding their distribution . among 1932, less than Sr million was advanced mu.l•·r 
individual banks. The Act is intended to apply these provisions. 
in. exceptional cases who)re an individual bank Another change in American banking legislation 
faced \'lith a loss of deposits is under the necessity during the period under review was the granting 
of disposing at a loss of some of its sound but to the national banks, in a rider to the F~deral 
ineligible assets or else closing its doors .. During Hlffne Loan Bank Acl of July 1932, for three years, 
the year 1932, loans aggregating S33 million were . of the right to i.o;sue notes against cover consisting 
authorised under these provisions to so member of any bond of the United States bearing interest 
banks ·; $14 million were outstanding at the end at not more than 37 per cent, instead of against 
of the year.. . . . · . only certain limited issues of 2 per cpnt bonds as 

The Emergency Relief BiU of July 1932 introduced hitherto. The new law adds $3,000 million to the 
a new element into the operations of the Federal volume of bonds qualifying as cover for national 
Reserve system by .extending the power of the bank-notes. The limiting factor in the issue of 
Reserve banks to make discounts, previously these notes, which was formerly the availability 
limited to member banks, to individuals and of bonds which might legally· serve as cover, now 
corporations. In unusual circumstances, the becomes the provision that the note-iS!;ue shall 
Federal Reserve· Board may, by the affirmative not exceed th~ paid-up capital of the issuing banks.' 
vote of. five members, authorise any Reserve bank Table 18 shows the distribution of the potential . 
to discount paper directly for individuals and issue of national bank-notes among various classl'S 
business firms. The· paper so discounted must of banks w1dcr the new Act, as at June 30th, 
conform to the requirements of eligibility laid down '1932. 

Tabl~ 18. -. UNUSE~ Is~UJNG Pow~R OF N~TJONAL BANKS, UNDER AcT oF JuLY 1932, AS AT 

jUNE 30TH 1932 • . 
,. •' $(ooo,ooo's) 

. "' .. Paid·iD capital No lei iD circulatioD. I Unused iuuins powec . 
. . New York City banks.". . •• J .. 305 33 272 

Chicago banks. . . . . . . 32 - 31 .. 
Other reserve city banks ; . . • '. 538 '77 36o 
•• Country ., banks . ' 695 ... 253 . . 

AU oatiooal banks . . • .. . . 1,569 652 I 917 

It will be seen that the New York City and Reserve banks from March to June 1932, though 
Chicago banks had the power to issue a relatively falling into a different category from the legislative 
large volume of notes under .the new Act ; other . measures of defence described above, are none the 
reserve city banks also had a relatively small less intimately connected with the same. It has 
issue outstanding. The new Act, in addition to been shown that the Reconstruction Finance 
widening the circulation-cover privilege, also Corporation raised its entire working funds through 
widened the margin of profit by allowing bonds Government subscriptions or loans and that the 
bearing higher rates of interest to serve as cover. Government in turn raised these funds through 
Up to the present, however, the national banks issuing its own securities. It was d~!red that 
have by no means made full use of the additional this increased issue of Government secun!Jcs should 
note-issuing power granted by the Act. The total be taken up by the Federal Reserve banks. But 
national bank-note issue which, as shown above, their power to purchase Government ~curities ~as 

.was $652 million at the end of June 1932 was limited by the amount of free gold available, wh1ch, 
$820 million at the end of the year, and Sgog million as stated above, amounted to about $4oo million 
at the end of September 1933· It may be pointed, in February 1932. The passage of the Glass
out that the issue of notes by national banks does Steagall Act greatly increased the free gold at 
not increase general currency requirements and their disposal and hence their powEr to purchase 
therefore tends to result in the retirement from G<:>vernment securities. The purchase of Govern-
circulation of other forms of currency. ment securities not only provided the Government -

The open-market operations of the Federal with funds to advance to the Reconstruction 
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Finance Corpom~ion, but it was hoped that, b.y 
increasing the amount of Federal. reserve cred~t 
outstanding, the basis of commerctal bank credtt 
•ould t.e widened. 
Table 19.- FEDERAL RESERVE BANKS: HOLDINGS 
OF U!'IITED STATES GovERNMENT SECURITIES, 

FEBRUARY TO jUNE 1932. 

-1932: End of l(ooo,ooo's) .. 
February • 740 
March. 872. 
April • 1,228 

May • 1,549 
June • 1,784 . 

' 
Table 19 shows the Federal Reserve banks' 

holdings of United States Government ~ecurities 
by months from the end of February to the end of 

·June 1932. · · 
The most intensive purcha~ took place in 

April, May and June; the net result of the purchases 
was that the Reserve banks' holdings of Govern
ment securities were over $1,000 million higher at 
the end of June than at the end of February 1932 • 
This expansion of Federal Reserve credit was 

· not used as the basis of a credit expansion, but in 
the ways shown in Table 20. 

Table 20. - DESTINATION OF EXPANSION OF FEDERAL RESERVE CREDIT, FEBRUARY TO jUNE 1932 • 
. 

-"· S(ooo,ooo's) I 

19)1 Federal Reserve banks' 
' Bills Member-bank holdings of Monetary Money discounted reserve End of: United States gold stock in circulation by Federal balances 

securities · Bills Reserve banks 

Febrnary. . . . . . . . . 740 109 4·353: s.6o4 828 1,849 
June. . . . . . . . . . . . . '1,784 67 3.919 s.69s '440 l,g82 \ 

C"-r•· . . . . . . . . . . . . + Z,04-f - 4Z - 434 + 9Z -388 + Z33 

The Federal Reserve. banks' large purchases of 
Government securities was accompanied by a 
moderate ~ale of bills, so that the total expansion 
of Federal re!!erve credit outstanding between the 
end of February and the end of June 1932 on 
account of bill and security holdings ·amounted to 
almost exactly $1,000 million. Table 20 shows 
what happened- to this credit. · The sum of $434 
million was withdrawn in the form of gold and 
almost $roo million of the Federal Reserve credit 
issued was nullified by an increase in monetary 
circulation. Over Ssoo million, or about half the 
expansion of Federal Reserve credit, did find its way 
into member banks, who used almost S4oo million 
to reduce their indebtedness at the Federal Reserve 

banks by retiring rediscounts, and over Sroo million 
to increase their reserve balances with the Reserve 
banks. Although member-bank credit continued 
to decline during this period, its rate of contraction 
was greatly . reduced. Net time and demand 
deposits of member banks were almost $5,000 
million lower in February 1932 than in September 
1931, while from 'February to June 1932 they fel 
by only $640 million, the decline being largely 
concentrated in June, a inonth of large gold 
withdrawals, bank failures and currency hoarding. 

The effect of the various emergency measures 
outlined above is also evident in the decline in the 
numbe.- of bank failures, shown in Table 21. 

Table 21. - BANK SUSPENSIO~S AND BANKS RE-QPENED, SEPTEMBER 1931 TO DECEMBER 1932 • 

BANKS SUSPENDED . 
BANKS RE-OPENKD 

Number Deposits Siooo,ooo's) .Number Deposits S(ooo,ooo's) 
1931 : 

' i September. . . . • . . . . 305 234 6 4 October. • . . . . . . . 522 47' 22 5 November. . . . . . . . . 175 68 21 13 December"" . . . . . . . 358 277 31 19 1932: 
jaDDal}'. . . . . . . . . 342 219 19 II F~bruary . . . . . . . 121 57 43 is Marc:IJ. . . . . . '• . . . 48 15 38 20 April • . . . . . . . . . . 74 ' 3:1 22 JJ May . . . . . . . . .. . . . 82 34 . 2] . 33 JDoe • -. . . . . . . . . . 151 . _133 21 '12 July ' . . . . . . . . . . 13:1 49 . 24 70 A11guot . . . . . .. . . . 85 30 . . 

25 33. September. . . . . . . . . . . . . 67 ... 16 . .. October. . . . . .. . . . . 103 20 38 November. . 27 . . . . . . . . 95 .... t8 Deo:.ember • 12 . . . . . . '53 83 14 6 
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It will be noted that the number of bank 

suspensions fell oft considerably after February, 
when the Reconstruction Finance , Corporation 
began its operations, and during the next three 
months, when the Federal Reserve bank5 were 
pursuing their purchases of Government securities. 
There was a fresh. wave of bank failures in June 
and July, with the recrudescence of the financial 
panic ; but, in the latter month, the banks which 
failed were in general very small institutions, and 
the deposits in banks which were ablelto teopen 
were greater than in those which failed. • This is . 
also true of the next three months. In November 
and December, however, bank suspensions again 
became both numerous and important, and fewer 
banks were able to resume operations. 

•• • • 
The total volume of commercial bank credit 

'outstanding did not change appreciably between 
June-July 1932, when the financial panic came to 
an end, and the beginning of 1933. Net demand 
and time deposits of all member banks rose by 
$400 million, a $9oo million, increase in the 
deposit! of New York banks being compensated in 
part by a fall in the deposits of "country" banks. 
Total loans and investments fell by $550 million, 
a $1,350 million decline in loans {commercial loans 
$900 million and security loans $.450 million) more 
than outweighing a $900 million increase in holdings 
of Government securities. 

During the period June to December 1932, the 
relationship of the member banks to the .Federal 
Reserve banks underwent marked ,~:hanges. As is 
brought out in Table 22, there was a substantial 
reduction in the indebtedness of member banks to 
the Lentral institutions and the accumulation of 
large excess cash reserves on the part of the member 
banks. 

Table 22. EXCESS RESERVEs' OF MEMBER. BANKS AND BII.U DISCOUNTED BY FEDERAL. 

RESERVE BANKS, jUNE 1931 TO 'DECEMBER 1932. 
. ., 

. I 
. 

'. '· . - S(ooo.ooo's) . . (averages of daily figure<) 
" ·~ ' -

.MONTH . •.1· Excess reserves Bills discounted 
• . . ,. 

'Total all New York Other reserve "Country" All Fe<leral ,. ... '. member banks - ... 
1931 : Juae • . ... ... • ' 128.9 
1932: February. ... . . ~' ,. ' . 43 8 ' June •• . . .. .234·4 

I ' ' ., 
204·4 July • • . 

nugust 
. 

269.9 . . · . ' . 
September •. . . . ' 345-5 
October. • . . 435-9 . . ' November . 482.2 
Dr-cember 

: 
525 8 . ' 

\ ' .. , 

· A 'comparison between the first two lines of 
Table 22 will show the extent to which the American 
banks met the financial crisis of 1931-32 by drawing 
on their excess reserve ·balances 'and increasing 
their borrowings from the Federal Reserve banks. 
The remedial meawres taken in the early months 
of 1932 rnade their'effects felt through an increase 
in the unused cash reserves of member banks and 
a reduction in the volume of their indebtedness 
to the' reserve banks. In December 1932, exc~s 
ca~h reserves of 'member' banks 'amounted to 
$525 million. ·The accumulation of excess reserves 
was particularly marked in the case of the New 
York City banks which were, moreover, entirely 
free of debt to the Federal Reserve banks from 
April 1932 until the end of February 1933. · · ' . 

' ' I ' . • • ' 

City cities 

71·4 21.0 

7-2 Jl,3 
89·4 111.4 . 
15·0 91.6 

127.71 lo8.9 
193·4 119.6 
241.6 loo.s 
266.8 ' 181.8 
283.2 2009 

• • • 

banks 

30.5 
~5-3 
JJ.6 
37·9 
33-3 
32.4 
33-7 
33-7 
35-7 

Rcoerve banks 

188 
848 
495 
523 
451 
387 
3>3 
313 
282 

The first six weeks of 1933 marked a continuance 
of the tendency to moderate credit liquidation, 
already in evidence since November 1932. Total 
loans antl invesiments <•f reporting member banks, 1 

· which stood at $r8,8oo milliJn at the end of 1932, 
fell by $230 million between then and February 8th, 
1933 ; this decline was confined to loans, holdings 
of Government securities being wmewhat higher. 
Reportiilg member banks' borrowings from the 
Federal Reserve at the latter date stood at $70 
million, practically the same as at the end of the 
year. The New York City banks were still free 
of debt to their Federal Reserve bank, as they had 
been since April 1932. Total billi discounted by 

· · : · . , t for a-o:,ui two-thirda ~f tbe total loaDs and .investments of all m•mber banks. • These banka accoun . . • . . '• 
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all Federal Reserve banks stood at $250 milli?n,' 
the lowest level since August I9JI. Maturmg 
Government securities held by the Federal Reserve 
banks were allowed to run off without being 
replaet"d by fresh purcltases in the open market 
and holdings were $70 million lower than at the 
end of the year. The monetary gold stock was 
about $30 million higher. The discount rde of the 
Federal Reserve bank ol New York stood at 2Yz 
per cent and call money was I per cent. 

the new President, acting on the authority of the 
Couzens Amendment to the National Bank Act 
passed by Congress on ~ebruary 25_th, declared a 
complete national bankmg moratonum. · 

The extent of the public demand for currtncy 
may be judged from· Table 23, which shows the 
volume of money in · circulation from· the 
beginning of February to the bt'~inning of March. 

Table 23, -,MONEY IN CIRCULATION, 
FEBRUARY IST TO MARCH 4TH, 1933. 

February xst. 
February 8th. 
l;ebruary ISth , 
February 21st . 
March Ist. 
March 2nd. 
March 3rd 

. 1\larch 4th. 

. :, $(ooq'ooo'o) 

s.6s:z 
5,705 
s.ss4 
5.988 . 
6,]20. 
6,¢o · 
7·415 

.- ].485 

Conditions of considerable monetary ease thus 
obtained during this period. . The banks in t~e 
interior accumulated large balances on deposit 
with their New York City correspondents. ·At 
the bt'ginning of February, amounts due by New 
York City banks to inland correspoi)dcnts exceeded 
$1,650 million and were twice as_ high as a }ear 
earlier. The net demand depostts of the New 
York City banks amounted to $S,86o million and 
their time deposits to $86o million. They 
held cash and liquid assets at the beginning of 
February 1933 amounting to over 70 per cent of 
their net demand and time deposits and almost 
6o per cent of their net demand and -time deposits 
pl'" bankers' balances. Betwee~ February Ist and March 4th, 1933, the 

In spite of the ease prevailing in money markets total volume of money in circulation in the United 
and the relatively moderate character of bank States increased by over $I,830 million ; a detailed 
credit liquidation, there were, none the less, some examination of the daily figures shows that three
disquieting features in the banking situation ·fourths of this increase took place during the 
during the first six weeks of 1933. Bank failures week beginning February 27th and one half was 
continued to increase; during the month of January concentrated in the first three days of March. 
over 200 banks with deposits exceeding $150 . As already mentioned, the drain was first felt by 
million went into liquidation, and, during the first the banks in the interior, and they attempted to 
half of February, another 125. This fresh wave meet the run by drawing on their balances with 
of bank failures was primarily due to the New York banks ; balances due bi New York 
withdrawal of deposits on a large scale in various banks to banks in the interior fell by $8oo million 
parts of the country. Until the first week in from the beginning of February to March 4th. 
February, these withdrawals represented chiefly The New York·City banks had built up large excess 
the transfer of accounts from banks in which the reserves during the preceding period of easy credit 
depositors had lost confidence to other institutions; conditions ; there excess reserves; which had 
but, after that date, withdrawals became general amounted to some $300 million during the greater 
and resulted jn currency hoarding. Towards the part of January were entirely· wiped out during 
end of the month, the withdrawals of currency the last week of the crisis. In addition, the New 
included substantial amounts of gold. York City banks, which had been out of debt to 

The troubles began to come to a head· in the the Federal . Reserve . banks for the preceding 
middle of February ; certain important banks in twelve months, borrowed $630 milllon from the 
lfichigan were subjected to serious runs, and, wh~n central institution in the first. three days of March ; 
bank plans for as!;istance fell through, the Governor moreover, between February xst and March 4th, 
of that State proclaimed that all banks should · they sold Government securities to the exte!lt of 
remain closed for a week. An effect of this over $400 million. Through these sources alone, 
proclamation outside of Michigan was to increase the New York City banks mobilised resources to 
the movement of funds from weaker to stronger the extent of over $1,300 million, which they 
banks and also the boarding of currency in many placed at the disposal of their country correspon
parts of the country. As the panic spread, the. dents and their own depositors. , 
declaration of bank holidays or extensive limitatioDS- The country banks also borrowed heavily from 
of bank operations became geceraL By March 4th; the Federal Reserve banks, which, moreover, made 
each of-the forty-eight States of the Union had credit available through the purchase of bills and 
~ed " bank holidays" for shorter or longer Government securities. The variations in the 
periods, or limited. withdrawals of deposits to volume of Reserve bank credit outstanding from 
specified JliOportions of deposits, in few cases the beginning of February to the culmination of 
eueedin& 5 per cent ; and, on the date mentioned, the crisis are shown in Table 24. 
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T4ble 24. - FEDERAL RESERVE BANK CREDIT OuTSTANDING, FEBRUARY IST TO MARCH 4TH, 1933. 

\ 
Bills cllicountecl 

.. 
February 1st. . . . . . 26g 
February 8th . . . . . . 253 
February rsth. . .. . . . 286 
February 21st • . . . . . . . 327 
March tst. . . . . . . . . . . J12 
March 4th. . . . . . . . . . . . 1·414 

• Including small items not shown separately. 

Bills discounted by the Federal Reserve banks 
increased by $1,150 million to reach their highest 
level since 1921 ; the Reserve banks bought bills 
to the extent of $385 million and Government 
securities to the extent of $12o million. The 
increase in Federal Reserve credit outstanding 
during these five weeks amounted to almost 
$1,600 million, and, at $3,650 million, the total 
volwne of Reserve bank credit outstanding stood 
at the highest figure reached since the establishment 
of the Federal Reserve system. 

Between the beginning of February and 
March 4th, the gold holdings of the Treasury and 
Federal Reserve banks dropped from $3.477 million 
to $2,853 million, or by over S6oo million. At 
least half of this amount was withdrawn for 
domestic hoarding as the volwne of gold coin and 
gold certificates in circulation each increased by 
about $150 million. 

The effect of all these changes on the position 
of the Federal Reserve banks may now be briefly 
summarised : On February 1st, before the bab.king 
crisis had developed, the Reserve banks had re
serves of $1,476 million in excess of legal require
ments and the reserve ratio of the twelve Federal 
Reserve banks combined W1l5 65.6 per cent .. As 
a result of the run on banks in all parts of the 
country, member banks in need of additional cash 
presented paper for discount to the extent of 
$1,150 million and, in addition, the Reserve banks 
furnished funds through the purchase of acceptances 
and Government securities in the open market, 
amounting to over $500 million. The greater 
part of this expansion was due to an increase in the. 
amount of Federal Reserve notes in circulation, 
which require a 40 per cent backing in gold ; 
at the same time, however, there were withdrawals 
of gold which reduced the reserves of the Federal 
Reserve banks by $300 million. Consequently, 
the reserves of the Federal Reserve banks in excess 
of legal requirements were reduced to $416 million 
on March 4th, and the reserve ratio of the system 
as a whole dropped to 45.1 per cent. . 

The Federal Re!erve bank of New York felt the 
strain even more than the other Reserve banks, as 

S(ooo,ooo's) 

United States Total Reserve bank Bi1ll bou&ht Government c:reclit outotandinc • 
seeurities 

31 1,764 2,075 
31 1,784 2,085 
3' 1,8o9 2,136 

174 1,834 2,351 
384 1,836 2,936 
417 1,881 3.644 

it had to meet, not only the demand for currency 
originating within the district, b11t also the 
liquidation of the large volume of bankers' balances 
held by interior banks with their New York 
correspondents.· The reserve ratio of the New 
York bank fell to 41.4 per cent, and it was able to 
maintain the legal ratio only by rediscounting a 
substantial amount of its paper with other Reserve 
banks in the last stages of the crisis and by s.lling 
them, in addition, some Government securities. 

The climax of the crisis was reached on March 4th, 
1933, when the Governors of New York and Illinois 
proclaimed a " banking holiday" for all banks 
operating in their States : and the New York 
Stock Exchange also declared a temporary holiday. 
The President of the United States proclaimed 
a general banking holiday until after the meeting 
of the special session of Congress summoned for 
March roth and imposed an embargo on the export 
of gold and silver. On March 6th, further paying 
out by banks of gold coin and gold certificates 
was prohibited by proclamation and the Federal 
Reserve banks were requested to prepare lists of 
persons who had recently withdrawn gold and who 
did_ not return it within a specified time-limit. 
The special session of Congress approved emergency 
proposals giving the President complete control 
over all banks for the protection of depositors and 
creditors, authorising the opening of such banks 
as had already been ascertained to be in a sound 
condition and the reorganisation of such banks 
as might be found to require reorganisation before 
opening. In addition, amendments to the Federal 
Reserve Act were passed permitting direct loans 
to corporations and individuals against r.ollateral 
in the form of United States obligations, and 
extending broad powers to the Federal Reserve 
banks to lend to member banks on "sound assets " 
not formerly eligible as collateral for such 
borrowing. Moreover, the Federal Reserve banks 
were authorised to issue Federal Reserve bank
notes against obligations of the United States, 
against notes of corporations, partnerships, or 
individuals secured by United States Government 
obligations and against notes of member banks 
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secured by sound assets.• At the end of November 
.I9J3. about $2oo million of these notes were 
outstanding. 

The re-opening of the banks was begun on 
March 13th and continued steadily throughou.t 
that and· subsequent months. By the end of 
Marcli, 12,8oo banks out of xS,ooo in operation 
before the crisis had been licensed to open on an 
unrestricted basis. By the end of September, 5.758 
of the 6,712 member banks in existence at the end 
of 1932 had received licences to re-open ; the 

licensed banks accounted for about 95 per cent 
of the deposits of all member banks on December 
JISt, 1932. . ' 

The period following the re-ope?ing of .the banks 
was characterised by a very raptd passmg of the 
crisis · there was a great return flow of currency 
to th: commercial banks, which enabled them to. 
retire their rediscounts with the Federal Reserve 
banks, to liquidate maturing acceptances held by 
the Reserve banks and to increase reserve balances 
with the central institution. Some of the relevant 
figures are shown below. 

I , 

T11ble 25. ___:. MoNEY IN CIRCULATION, FEDERAL RESERVE CREDIT OUTSTANDING AND MEMBER 
BANK RESERVE BALANCES MARCH TO NoVEMBER 1933· . • 

FEDERAL RESERVE CREDIT ouisTAN'DINO 

' Member bank Moueyio 
' circulation · United States reserve balaoce. 

Bills discounted Bills bought Government 
securi tie!' 

. 

' 
$(ooo,ooo's) 

l4an:h 4th • . . . . . . . . . 7.485 '·432 417 r,Bs6 '1,904 . . 
1,899 1,964 March 15th. . . . . . . . . . 7.•69 1,232 403. . . 1,838 1,987 March 29th. . . • 6,353 545 310 • 

Aprif nth • . . . . . 6,147 ,..a 247 1,837 2,096 . . 
1,837 2,136 April 26th • . . . . . . . 5.994 385 177 

May loth. . . . . . . . . . 5.89a 338 113 1,837 2,o8g 

May ... th. . . . . . . 5,795 312 43 1,862 2,219 

June 7lh. . . . . . . . 5.767 277 II 1,912 2,204 

June 21st . . . . . . . . 5.696 222 9 . 1,955 2,205 

July 5th. . . . . .. . . . 5.752 182 23 1,995 2,219 

July 19th 5.7o8 I 163 ' 
I 10 2,017 2,289 . . . . 'o; . . 

August 2nd 
. 

. 5,618 164 8 2,038 . 2,319 . . . . . 
August 16th • . . . . . . ,5.612 166 7 ~.osg 2,371 
September Jst . . . . . . 5.592 153 7 2,12.9 2,427 
September ... th. . . . . • . . 5,002 . 133 7 2,203 ..,... 
September z8th. . . . . . . 5.595 133 7 2,274 -•.596 
Octob« 12th • . . . . . 5,673 119 .., 2,344 2,567 
Octob« 26th - . . . 5.6o8 115 7 2,400 

I 
2,693 

November gth . 5,673 112 7 ' 2,430 2,978 
November zvd. . 5,654 . 112 20 2,431 2,687 

Between the re-opening of the fust banks on practically all of their maturing acceptances held 
}larch 13th and the end of that month, there was by the Federal Reserve banks. From the middle 
a return flow of over $1,100 million of currency of May, the Federal reserve banks renewed their 
from circulation, the greater part of which was used purchases of Government securities ; between 
fOI' the retirement of indebtedness by the member May 17th and August Ifth, the reserve banks 
banks. This return flow of currency continued increased their holdings by over $200 million. 
in spite of an expansion in the volume of business Duling the last fortnight of August, the Federal 
in subsequent months, and, by the fust week in Reserve system increased the pace of open-market 
August, the amount of money in circulation stood purchases, adding $70 million to its holdings of 
at about the same level as before the banking crisis. ,Government securities in that period. · The 
By the end of November, rediscounts had been programme of open-market purchases at the rate of 
reduced to about $uo million, the lowest level $35 million a week was continued up to the 
since the first months of the Federal Reserve middle of October. It was then slowed down, and 
system. Member banks, moreover, liquidated purchases ceased completely after the second week 

· 1 Tbae Fedt:ral ~ bank-notes, which ohould be clearly distinguished from Federal Reserve noteo, were 
aoalagous to tbe national bank-noteo in legal pooition before the paaaing of the Emergency Banking Bill in March 
1933 - i.l., they were a bond-11eeured c:urrency against which no opec:ial gold reserve had to be kept ; the Federal 
ICaone banb might ione them np to the pu value of United States bondo held for the purpoee ; but the amount of 
- waa not, aa in the- of the national bankl, limited to the capital stock of the issuing bank. Conaiderable 
- - made of Feda-al Reserve bank-noteo during and immediately afteJ the great war ; thua, the amount of 
llldl ~ outotandsnc at the end of 1920 ,.,..,_jecl S•on million. Tbeoe were gradually withdrawn however 
....S. at the cn4 of 1932, only f.l million were on-ding. ' ' 
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of November.· Federal Reserve banks' holdings of 
Government securities then stood at the highest 
level ever attained. The chief result of these 
open-market operations was to reduce member 
banks' rediscounts and to increase their excess 
reserves, which, at· the beginning of November, 
reached the record figure of SBso million. · Open
market rates were reduced still further, the rate 
on call loans to the Stock Exchange being reduced 
early iri September to %per cent, the lowest official 
figure since 1908. ·On October 19th, the Federal 
Reserve bank of New York reduced its rediscount 
rate from ~% to 2 per cent, and on the following 
day the Reserve banks of Cleveland and Chicago 
made similar reduj:tions from 3 to 2% per cent. 

During this nine-month period· ·(from the 
beginning of March to the end of November), 
member-bank reserve balances increased by almost 
$Boo million ; moreover, the gold reserves of the 
Federal Reserve banks increased by Sgoo million, 
representing chiefly a return of gold coin and gold 
certificates from circulation. The reserve ratio of 

·the twelve Federal Reserve banks, which had 
touched the low level of 45.1 per cent on March 4th, 
stood at !i4.8 per cent on December 1st, and their 
excess reserves amounted to about $2,000 milliorr. 

The development of member-bank credit during 
this period may be estimated from Table 26, 
which shows the loans and investments of report· 

. ing member banks in nine_ty leading cities. 

Table 26. ~ REPORTING MEMBER BANKS IN N'INETY LEADING CITIES : 
LOANS AND INVESTMENTS, MARCH TO NoVEMBER 1933. 

INVESTM&NTI • Totalloaru~ and Loans on All other . investments securit;ts Joana 

I 
United Stateo Total . 

. 

March ut . . . . . . . ' 15,900 
March 8th . . . . . . 15.728 
March 22nd. . . .. • . J6,o:n 
April 5th. . . . . . 15,927' 
April 19th , . . . . . . . 15,876 
May Jrd • ' 

. . . 16,288 
May JISt. . . . . . . 16,426 
June 28th . . •, 16,665 
July 26th . . . . . 16,662 
August 3oth • . . . . 16,6o7 
September 27th. . .. . . . . 16,529 
October 25th. . . . . . . . . . ' 16,467 
No.vember 29th . . . . 16,672 

Much ISt . . . . . . . . . . 6,512 
Much 8th • . . . . . . . 6,412 
March22nd. 

. 
6,484. . . . . . . . 

April 5th. . . . . . 6,4]9 
April 19th •. . . . . . 6.439 
May Jrd. . . . . . . 6.753 
May JISt. . . . . . 6.933 
June 28th . . . . • 6,913 
July 26th . . . 6.731 
August 3oth • . . . . 6,726 
September 27th. . . . 6,698~ 

October 25th. . . . . 6,670 
. No.vember 29th. 6,804 

The difference· between the first two lines of 
Table 26 indicates the extent of the credit 
contraction during the last ·days ·of· the crisis. 

' During the first four days of March 1933 (the 
·figures shown ·for March 8th refer in reality to 
March 4th, as all the banks were closed at the first 
date mentioned), the total loans and ·investments 

· of ·reporting member • banks dropped by $200 
million · it will be seen that this decline was ' .. 

: entirely due to the sale of Government secunttes. 
An examination of the figures relating to reporting 
member banks· in 101 leading cities shows that, 

·. between February 1st and March ISt, 1933, their 

securitiet 
. 

• (000,000'1) 

J,727 4-554 7,619 4.6JJ . 
J-759 4-551 7-4•8 4·427 

. J,725 4.b6s 7.631 4-578 
3,617 4·640 7.670 4,585 
J,583 4-627 7.606 4.635 
J,698 4 7o6 7-884 4-909 
3-7'3 4-772 7-941 4-948 
3-748 4-704 8,213 5,254 
J,78g 4-772 8,101 5-"7 

. J,766 4-787 8,074 5.131 
J,687 4.853 7.987 5,056 
3.584 4-959 7-9•4 4-956 
3-569 4-999 8,104 5-"4 

NI<w YoRx CtTY 

1,640 1,439 3-433 2.J38 
1,668 1.453 ],291 2,186 
1,626 1,525 J,JJ3 2,210 

1,548 1,515 J-376 

I 
2,21S 

1,538 1,535 3-306 2,236. 
1,676 1,615 J,462 2,353 
'·733 1.694 3.5o6 2,429 
1,791 1,6og 3.513 2,4]8 
1,790 1,579 3-362 2,293 
1,794 1,591 3-341 •.• 93 
1,7JI 1,613 3.354 .••• 97 
1,6J6 1,741 3.>93 a~l94 

1,651 1,790 3-3b3 2,22s 

total loan and iitvestments dropped from $18,725 
to $17,825 million, or by Sgoo · million. The 

·greater part of this decline was due to a contraction 
of " all other" (commercial) loans, which fell by 
over $500 ·million.· United States securities fell 
by $350 million. Most of this credit contraction 
($700 million) was borne by the customers of New 
·York City banks. 

The increase in most of the columns shown abOve 
for March 22nd is partly due to the fact that, on 
March 9th, a member bank in Chicago took ovei 
assets and assumed deposit liabilities of a non
member. bank aggregating approximately· $135 
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million. A genuine upward movement in the total 
loans and investments of reporting member banks 
was in evidence for. several weeks after April 19th, 
the date on wnich the United States officially 
abandoned the gold standard by placing an 
embargo on the export of gold, but between the 
end of May and the end of November there has 
been no marked trend in either direction. The 
increase in total loans and investments of the banks 
covered by Table 26 between _April 19th and 
November 29th exceeds $750 million. The greater 
part of this increase is due to purchases of Govern
ment securities (1500 million), although the total 
held by the banks has been reduced since the end 
of June. Investments in non-Government securities 
declined somewhat ($40 million). The greater 
part of the increase in security loans by 
the New York City banks is accounted for by 
a rise in their loans to brokers consequent upon 
the increase in security speculation which followed 
the American abandonment of the gold standard ; 
their loans to brokers for own account amounted 
to $363 million on April 19th and to $6oS million 
on November 29th. The return flow of bankers' 

balances to New York City which followed the 
re-opening of the banks is shown in the increase 
in amounts due from New York banks to other 
banks from $898 million on March 1st to $1,474 
million on June 14th ; but after the passage of the 
Glass Banking Act of 1933, which, inte!' alia, 
prohibited mem)ler banks from paying interest on 
'demand deposit~. there was a marked reduction in 
bankers' balances with, New York city . banks, 
which fell to $1,1~ million on November 29th. 

It is clear from Table 26 that the business revival 
which took place in the United States in the spring 
and summer of 1933 was not accompanied by any 
striking increase in the volume of commercial 
bank credit outstanding, Its measured in total 
loans and investments. The increased volume of 
transactions was, indeed, not financed by an 
expansion of 'bank credit, but by a more active use 
of bank credit already outstanding. This is 
illustrated in Table 27 below, which shows the total 
of net demand and time deposits in member banks 
and their velocity of circulation by months since 
the beginning of 1933. 

Table 27. - DEPOSITS IN MEMBER BANKS AND THEIR VELOCITY OF CIRCULATION, 
JANUARY TO. NOVEMBER 1933· 

' N&T D&IIIAMD AND Till& DEPOSITS VELOCITY OW CIRCULATIO •. 
IN tlltllBER BANKS OJ' DEJIAKD DKPOSJTil 

1933 

New York City Outside New Yock City Outside . New Ya<k City New York City 

l(ooo,ooo's) 1919-19•s = 100 

Jaauary. . . . . . . . . . . . . . . 7.oso 
February • . . . . . . . . . . . . 6,722 
March•. . . . . • . . . . . . . . . -April• . . . . . . . . . . . . . . . 6.J20 
Kay •. . . . . . . . . . . . . . • . 6,517 
Jaae • . . . . . . . . . . . . . . . 6,669 
July •• . . . . . . . . . . . . . . . 6 .... 
Aaggot • . . . . . . . . . . . . 6,282 
November•. . . . · . . . . . . . . 6,28g 

1 Soan:e : Federal Reserve Bank of New Y ock. 
1 Figare DOt available. 
1 Licra1ed baDb only.. 1 

. The figures far months after April refer only to 
licensed member banks ; a comparison of the April 
and February fi~es far

1 
deposits sugge&ts that 

10111e IJ,OOO million remained immobilised in 
IIJ!lirensed banks in the latter month. Between 
April _and June, the rise in net demand and time 
deposits. was of modest proportions far both New 
Y_ork C1ty banks and those outside New York 
City. Far the former, it was $550 million, or 
9 per cent, and for the latter l7oo million, or less 
than ~ ~ ~nt. Between June and November, 
deposits an New York City banks fell almost as 
m~ u they had risen in the preceding months, 

18,591 44 73 . 
18,256 52 72 
- - -

15,591 52 72 
15.992 52 73 
16,304 62 78 
16,736 75 90 
16,757 6o 8o 
17,197 51 72 

while deposits elsewhere continue their' moderate 
increase. 

The secon~ part o~ :rable 27 shows that, in spite 
of the relative stability of bank deposits during 
~ese mon~hs. there was a very substantial increase 
m th~ effiaency with which they were used. Their 
velOCJty of circulation in New York City banks 
rose. from 52 per cent of the 11919"1925 level in 
AI>Ji!. to 75 per cent in July. For deposits in banks 
outs1de New York City, which are not influenced 
to nearly the same extent by purely financial 
transactions, the rise was somewhat less. 
Between April and July 1933, however~ the 



UNITED STATES OF AMERICA 

velocity of circulation in the banks mentioned 
· increased by the very striking figure of zs per cent. 
·Since July, however, there has been a further sharp 
contraction in the velocity of circulation of bank 
deposits both in New York City and elsewhere. 

On June I6th, I933, the Presidential sanction 
was given to the Glass Banking Act of 1933. Its 
most important feature is the provision for the 
insurance of bank deposits. For this purpose, a 
corporation is set up (Federal Deposit Insurance 
Corporation) whose stock shall be subscribed to by 
the Treasury to the amount of $ISO million, by 
the Federal Reserve banks to an amount equal to 
one-half their surplus (also about $ISO million) 
and by member and non-member banks certified 
to be solvent at the rate of Yz of I per cent of their 
deposits. During the six months beginning 
January Ist, I934. a temporary fund will be in 
operation insuring in full deposits up to Sz.soo. 
After July Ist, I934. deposits up to $Io,ooo will 
be insured in full, amounts in excess of that and up 
to Sso,ooo at the rate of 7S per cent and all above 
Sso.ooo at so per cent. Provision is made for 
assessment against the stock-holder banks in the 
event of depletion of the fund. After July Ist, 
1936, all stock-holder banks must be members 
of the Federal Reserve system. 

The Act increases the powers of the Federal 
Reserve Board over member banks in checking 
speculative operations. It author~es the board 
to withhold Reserve bank credit from a bank 
when undue speculative use iS made of its funds, and 

to fix the percentage of a bank's capital and surplus 
which may be represented by stock and bond 
collateral. If a bank borrowing from its Reserve 
bank increases its loans on such collate~ in spite 
of official warning, its obligation! to the Federal 
Reserve bank become immediately due and payable. 
lllem ber banks are forbidden to act as agents for 
non-banking corporations in making loans to 
brokers and dealers on the security of stocks and 
bonds. The Board may remove officers and 
directors of member banks from office. 

The Act requires the divorce by member banks 
of their security affiliates within one year, and 
prohibits any person or institution engaged 
principally in a se<"urity business from receiving 
deposits. 

National banks are authorised to establish 
branches throughout the limits of States which 
permit institutions chartered by them to engage 
in State-wide branch banking, provided that on 
bank with a capital of less than Ssoo,ooo may 
establish a branch outside its own city. 

Finally, banks memhcn; of the Federal Reserve 
system are prohibited from paying interest on 
demand deposits and the Federal Reserve Board 
is directed to limit by regulation from time to time 
the rate of interest which may be paid by member 
banks on time deposits. Member banks may not 
pay time deposits before maturity nor waive any 
requirement of notice before payment of any 
savings deposit. 
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L"NITED STATES OF AMERICA. COM:ItERCIAL BANKS 1 · Table 26 (a) I. 

ACCOUNTS 

Number of: Banks . . . -. . . . . . . .. . . . . 
Branches . . . . . • . . 

AssETS. 

I. Ca.sh.. • .. • • • • • • • • • • • • • • • 
(a) Gold, silver and small coins ...... . 
(b) Inland notes and balances with Central 

Bank . . • • . . . . . . . . . . . 
2. Other I terns of a Ca.sh. Nature . . . . . . . . 
3· Bills discounted and bought : . . . . . . . . 

(a) Treasury bills. . . . . . . . . . . • . 
(b) Commercial bills, Inland ...•.... 
(c) Commercial bills, Foreign . . . . . . . 

4- Investments and Securities. . . . . . . . . . 
(a) Government . . . . . . , . . . . . . 
(b) Other . . . . . . . • . . . . . . . 

5· Participations. . . . . . • . . . . . . . . 
6. Due from Banks (Correspondents). . . ' . . . . 

(a) At home ............... . 
(b) Abroad . . . . . . . . . . . . . 

7. Loans and Advances. . . . . . . . . . . . . 
(a) On current account . . . . . . . . . 
(b) Other . . . . . . • . . • . . . . . . 

8. Cover for Acceptances. . . . . . • . . . . 
9· Premises, etc. . . . • . . . . • . . . . . . 

SUMMARY OF 'POSITION AT THE END OF JUNE: 

1922 

J,065' 
57 

23,704 

II,6I9 
4.322 
7.297 

-· 

28,209 

' I 

1929 1 , ' 1930 

S (ooo,ooo's omitted) .. 

3,910 
71 

J,839 
I,68o 

. l:J,I9I 
4.975 
8,216 

3.323 

·-· 

4,o62 
2,88o 

' .L... 

' ' 

' ' 

.· I3,694 
4.838. 
8,856 

33.695 

1931 1932 ., ' 

'20,817 x8,o67 

4,124 ' ' J,307 
, 9i 66 

I5,220 
. 7,220 

8,000 

··~. 

' -.·. 

I3.679 
7.524 
6,155 

I76 · I77 450 586 938 528 
985 . 1,269 r,6ox ~.656 I,652 1,52I 

Io. Sundry Assets • . . . . . . . . . . • . . 
II. Total Assets . . . . • . . . • . . . . . . • 

97 4 l---,=.:1 ,~31::::5~ 1-__::I:_.!,, 7~96~ __ I ,8_4_7 i-:o,;I :....,•6,:::55~i--:-I,;_'-,-II=-:O:-
I----,4:c::2:-',4;.::9-;0-0- 52,051 69,576 _6_2_;_;l_0_3_f-_57..:,_69_6_ 45,021 

LIABILITIES. 

12. Capital paid up. . . . . . . . . . . . . . . 
I3. Reserve Funds • . • . . . . . . . . . . . 
14- Profit-and-LossAccount, Undivided Profit:;, e•c:. 
I5- Notes in circulation • . . . . . . . • . • • 
I6. Cheques and Drafts, etc., .in circulation . . . • 
I7. Due to Banks (Correspondents) . • . . . . . • 
, (a) At home. . ......•...... 

(b) Abroad .•............. 
IS. Deposits • . . • • . . . . . . . . . . • . 

(a) Current accounts and sight deposits. . . 
(b) Savingsaccounts .........•. I 
{c) Time or fixed deposits •..... , • 
(d) Other deposits .....•..•..• 

19. Rediscounts and other Borrowings . . • . . . 
20. Acceptances and Endorsements. . . . . . . . 
21. Sundry Liabilities. . . . . '. • . • . . . . . 
22. Total Liabilities. . • • . . . • . . . • . • 

2,864 
2,188 

873 
726 
552 

3.243 

30,088 
14,875 

9,485 

5,728 
1,041 

176 
739 

42,490 

3,086 
2,555 

920 
648 
698 

4.366 

52,051 

. 3.735 
'4.034 

936 
649 
837 

3,62I 

42.985 
24,032 

18,654 

21)9 
l,q24 

450 
1,705 

60,576 

' 

3,829 
4.403 

986 
652 

I,6I4 
4·33I 

43.288 
2J,960 

19,000 

328 
661 
586 

1,853 
62;1.03 

1 A._tract of .__ noparta of : Natioaal, State (Commm:lal and Private banka aud LoaD aDd Truat Conjpanleo. 

3,618 
4,229. 

833 
639 

.I,083, 
4;823 

39.713 
21,208 

18,042 

~63 
449 
939 

1,370 
57,696 

3.274 
3.644 

555 
652 
566 

3,207 

30,597 
16,322 

13,845 

430 
I,214 

528 
784 

45,021 
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SUMMARY 01" POSITION AT THE END OF JUNE: 
ACCOUNTS 

Numb~r of Banks . 
• 0 • • • • 0 0 • 0 

AssETs. 

·I. Cash. . . . . . . . . . . . . . . . 
(a i Gold, silver and small coins . . . • • . 
(b) Inland notes and balances with Central 

Bank. . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . . . 
3· Bills discounted and bought. . . . . 

(a) Treasury bills. . . . . . . . . . . . 
(b) Commercial bills, Inland .. 
(c) Commercial bills, Foreign . . • 

4· Investments and Securities. . . . . 
(a) Government . . . . . . . 
(b) Other . . . . . . . • . . . 

5· Participations. . . . . . . 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home. . . . . . . . . . . . . 
(b) Abroad . . . . 

1· Loans and Advances. . . ; 
(a) on· current account . . . 
(b) Other . . . . . . . . . . ' . . 

8. Cover for Acceptances. . . . . . 
9· Premises, etc. . , . . . . . . . 

10. Sundry Assets . . . . . . . . . . 
I I. Total Assets . • • . . . . . . . . • . . . . . 

LIABILITTE<;. 

12. Capital paid up. . . . . . . . . . . . . 
13. Reserve Funds . . . . . . . . . . . 
14. Profit-and-Loss Account, Undivided Profits, etc .. 
15. Notes in circulation .... · .......... . 
16. Cheques and Drafts, etc., in circulation . . . . 
17. Due to Banks (Correspondents) . . . . . . , • 

(a) At home. . . • . . . . , . • . . . . 
(b) Abroad . . . . . . . . . . • . . . 

I8. Deposits . . . . • . . . . . . . . . . . . . 
(a) Current accounts and sight deposits ... 
(b) Savings accounts . . . . . . • . . . 
(c) Time or fixed deposits ........ . 
(d) Other deposits . . • . . . . . . . . . 

I9. Rediscounts and other Borrowings . . . . . 
20. Acceptances and Endorsements. . ..... 
2I. Sundry Liabilities. • • . • . • . • . . . . 
22. Total Liabilities. . • • • • • . • . . . . • . 

• 

I9Z2 

8,249 

1,598 

n,258 

I76 
452 
286 

20,706 

I,30J 
I,049 

527 
726 
45I 

2,502 

I3.333 
8.7~9 

4,07.5 

479 
509 
I76 
126 

20,706 

I,686 
s6 

1,638 
1,139 

I2,684 

177 
585 
383 

24,351 

I,36g 
1,179 

516 
649 
56o 

2,886 

I6,429 
9.674 

s.8u 

943 
479 
177 
107 

24,351 

1930 

S (ooo,ooo's omitted) 

I,643 
51 

1,854 
1,777 

77 
14,8II 

393 
748 
550 

27,440 

I,627 
1,634 

488 
649 
373 

2,176 

19,049 
10,504 

8,317 

uS 
714 
393 
337 

27,440 

2,353 

29,116 

19,851 
Io,gz6 

8,753 

172 
229 
5II 
400 

29,116 

1931 

6,8o5 

2,354 

-
IJ,185 

442 
796 
550 

27,643 

1,688. 
1,687 

444 
639 
531 

2,746 

18,920 
10,106 

8.579 

235 
154 
443 
391 

27,643 

1932 

6,150 

10,286 

22,368 

1,56<) 
1,458 

303 
652 
241 

1,800 

15.419 
7·941 

7,265 

213 
507 
279 
140 

22,368 
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' 

ACCOUNTS 

SUMMARY OF PROFIT·AND-LOSS ACCOUNTS AND 
. DISTRIBUTION OF PROFITS FOR THE YEARS: 

. 1929 1930 1931 1932 

-
Number of Banks .•. . . . . . . 8,246 7,252 6,8o5 6,150 

1----------~----~--~----~~--
\ S (ooo,ooo's omitted) 

Capital paid up. . . . 
Reserve Funds . . 

. . . . . 

1. Gross Profits • . . . . . . . . . . . . . . . 
To be tlduded. 

2. Expenses. . • • . . . .- . . . . . • . . . . 
(a) Salaries, etc. • • . . . . . . . . . • 
( 6) Other working expenses . . . . . . . . 
(c) Taxes, etc. . . . • • . . . . . . . • . 

3· Reserved for Pension Funds, etc. . . . . . . . 
4- Amounts written off on (Depreciation Accounts). 

(a) Premises, etc. . • • . . . . . . . . . 
( 6) Investments and securities. . . . . . . 
(c) Other assets • • • • . . . . . . . . . 

5· Remaining Net Profit . . . . . 
6. Carried forward from preceding year. . . . . 
1· Taken from Reserves or Capital .... 

767.3 

391.2 
198.4 
113·4 

79-4 

183.7 

183.7 8. Total Amount disposed offor Dividends, etc.. . 

g. Dividends • . . . • • . . . . • . • · : . • • 
10. Carried to Reserves . . . . . . . , . . . . . .: ~ 
II. Directors' Fees, etc. . . . . . • . . . . . . 
u. Carried forward to following year • . . . . . 

i---
IJ. Total as above . • • . . . . . . . . . . . . 183.7 

I,36g·4 ·!,627·4 
I,II9.0 1.479·0 

776.1 

411.1 
218.1 
127.2 

65.8 

141.1 

123.2 
17·9 

223.9 

223.9 

58.9 

223.9. 

970.4 

497·2 
271.8 
159-4 
.66.0 

171·4 
25.1 

130.5 
15.8 

301.8 

301.8 

79.1 

301.8 

Balanee-shcet Summary. 

973.3 

513-4 
276.1 
171.2 

66.1 

213.6 
28.8 

165·4 
19-4 

246.3 

1,687·7 
1,493·9 

894.6 

498·5 
275·6 
158.8 

64.1 

343·5 
18.4. 

306.4 
18.7 

52.6 

1,569.0 
I,259·4 

787.9 

427.1 
239-2 
139.8 

48.1 

soo.s 
I 7·7 

. 464.1 
18.7 

-139.7 

246.3 211.3 -169.2 

237.0 211.3 169.2 

9·3. - -

246.3 211.3 169.2 

r 

l"nless otherwise indicated, the following notes 
refer to Table 26 (11) I, showing the combined 
accounts of national banks, State banks trust 

I (ooo,ooo's) 

companies and private banks. ' 

x. em. 
The amounts shown in the li11lliiiialy table for 

gold, silver and small coins are composed in the 
years under review as follows : · 

Gold coin , . 
Gold certificates • 

Total (1 (a)) • 

Paper currency 
Cash not classified 
Reserve with Fede-
ral Reserve Banks 
or reaerve agents. 

Total (1 (b)). 
Grand Total : 

(l(a)+(b)), . • 

19ZZ 1929 
~- --

39 25 
J8 46 -- --
57 71 

402 444 
298 256 

2,308 ~ 
~ 3.839 

3.o6s ],910 

I 1930 1931 1932 -- -- --
25 23 23 
46 68 43 -- -- --
71 91 66 

470 564 .szo 
274 177 136 

• ' 
3.318 ],292 2,585 

~ ~ 3.241 

4·133 4·124 3.307 
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z. 0~ Items of• Cash Nlltwe. 

The amounts shown under this heading in the 
swnmary table consist of cheques on other banks 
and exchanges for the clearing house. 

3· Bills discounted and bought. 

Discounts are included under " Loans and 

I 

I 

1923 

GOIJ.,_,.,,..., (public) soctwilies: 
' United States bonds. J,002 I . . . . 

State, county or municipal bonds. 724 
Total 14 (a)). . 3·7•6 

Olh..- secw•ilies: 
Railroad and <>ther public service 

bonds • • • • . . ; • • . • • 1,348 
Other bonds, stocks, warrants, etc. 4·141 

Total 14 (b)) . . . . . $.489 

Grand Total 14 (aJ+(b}). . 9.215 i 

6. Due from Banks. 

Sums due from foreign correspondents are not 
shown separately in the official sununary balance
sheets ; separate figures available for national 
banks for the end of June, 1929 and I9JZ, are 
shown below :· 

........... , 
' 

1929 1932 

Items witb Federal Reserve banks In 
proc<M of collection . . . .. 444 265 

Due from banks and trust compani .. . 
in the United State~~. . . I,333 I,238 
Totalduefmm banks athome(6(a)) I,777 I,503 

Balances payable in. dollars from 
foreign branches of American banks 

Due from banks and bankers in 
I -

foreign countries • . . 76 67 
Total due fmm banksabroed (6(b)) 71 67 

Grand' Total • . . . . 1,854 '-570 

7· Loans and AlliHlnce~. 
. 

The composition of this item in the yean~ under 
review is as follows : 

Advances " in group 7 of the summary table (see 
note to that gro~p). 

4· Investments antl Securities. 

The amounts shown in the swnmary table are 
composed as follows in the years under review : 

• (ooo,ooo's) 

1929 1930 1931 1931 

3·744 ' J,616 5.471 $.832 
1,2]1 1,222 1,749 1,692 

4,975 4·83• 71Z~O 1·5•4 

1,907 2,o6g 2.490 2,07.5 
6,309 6,787 s.S10 4,o8o 
8,216 ·8,8s6 8,000 6,155 

r3,I9I I3,6g4 
I 

1,5,220 IJ,679 

S (ooo,ooo's) 

1929 1930 1931 19)2 -
I. Commercial paper, 

etc., bought in the 
open market, . . . 2,729 8j6 1,057 6JS 

2. Oven! rafts . . . 51 so 4b 15 
3· Loans to banks . 372 
4· Loans secured by 

347 J6c} 489 

United States and 
other bonds. . . 11,146 

5· Loana eecured by 
11,459 9,043 So95t\ 

real estate •• . . 4·540 4·452 4·315 ).979 
Wh..-10/: 

Farm land. . . . z.B$5 407 44" 4?$ 
Other real ..tat~. 2,68" .f,OOJ 3.875 J,,a, 

6, AU otber loans, .• '5·781 16 593 13 . 5~>8 I0,27Q ---
Gtand Total (1 to6) 34,625 33.697 28,)g8 21.3s~> 

Loans and discounts, as shown in the summary 
tables and above, include paper rediscounted at 
Federal'Reserve banks and other institutions ; 
liability on account of rediscounts is shown 
separately in the note to group 19 below. 

9· Premises. 

The amounts shown in the summary table refer 
only to buildings, furniture, fixtures, etc., used in 
the business of the banks. Other real estate held 
by them is included under " Sundry Assets ". 
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10. Stnttlry Asuts. 

This item includes real estate other than bank 
premises owned by the banks and other unspecified 
assets. 

15. Noles tfl CimJalio11. 

This item shows the gross note circulation of 
the national banks and includes notes held in the 
Treasury and by banks as well asthose in_ circulation; 

16. Cheques •Ntl Drafts i11 CirculatioN. 

This item consists of certified cheques and 
cashiers' cheques, and, since 1929, dividend cheques, 
cash letters of credit and travellers' cheques 
outstanding. 

17. Due /Q BaNks (Correspondmts). 

In the years under review, about two-thirds of 
the amounts due to banks were reported by national 

. banks. , 
No distinction is made in the official summary 

--. 

19~2 

. . . .. . .. 
Individual deposits subject to check. 14,275 
Demand certitica~ of deposits. . 6oo ' State, county and municipal deposits. . 
Otber demand deposits. . . . . . . 

Total (•). sight deposits ... 
' 

14,875 

Savings account deposits. . . . . . 7,026 
Time certificates of deposit. . . 2,415 
Otber time deposits • . . . . . . . 
Postal savings deposits. . . .... 
State, county and municipal deposits. . 
Deposita of other banks . • . . . . 

Total (b), time deposits . 9.485 • 

United States deposits. . 125 
Unclauilied deposits. . . . . . . . 5.6o3 · 

Total (c), other deposits .• 5.728 
T -

Grand Total . . . . .. 3Q,o88 

1_9· RediscouNt& atul Other Borrowings. ' 

The amounts shown in the summary table include 

, 
I . 

balance-sheets between · sums due ·to· banks at 
home and ·abroad. In. a separate statement lor 
national banks, however, the composition of this 
item in 1929 and 1<)32. is shown as foiiows :· · 

' . ' . ·~ ' 

. 
.. .. S (ooo,ooo's) 

1929 1932 

Due to Federal Reserve banks .. . - ..... . . 

(deferred credits) . : • . . . 37 29 
Due to other banks and trust 

companies in the United States. Io9JS 1,676 
Due to banks in foreign countries. 204 95. ----

Total . . ... . . . . 2,l76 I,lioo 
.· . I 

. 18. Deposits.' 

The composition of the amounts shown in the 
summary. table in the. years under review is as 
follows : 

a (ooo,ooo's) . 
1929 1930 1931 . 1932 

21,28~ 20,955 18,565 14;249 
409 '402 367 248 

1,873 . '1,912 '. .1,849' 1,538 
469 691 427 287 

24,032 23,96o 21,2o8 16,322 

14,045 13.859·. . ~12,714 . 9.76o. 
3·003 3.030 2,881 2,o6g 

go6 1,150 .1,543 l,oo6 
89 139 261 647 

418 509 484 310 
133 .313 16o ' 53 

18,654 19,000 18,04' 13,845 
. 

281 246 444 421 
18 82 19 9 

299 328' . 463 430 .. 
42.985 43·•88 ' . 39.713 30.597 

' . 

bills payable as well as rediscounts with the Federal 
Reserve and other banks. 

Sumn1ary ol Prolit..and-Loss Amunts. 

The attached summary table of profit and loss 
accounts refen to national banks ; similar data 
with regard to State banks, trust companies and 
private banks are not published in the reports of 
the Comptroller of the CUITency. 

I. Gross Profits. 

The composition of gross· profits since 1920 hao 
been as follows : · · . · . . · · 
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- I (ooo,ooo's) 

1929 19)0 1931 193:1 

Net interest and discount earned • . . . . . 747-6 74°·4 66o.9 58·H 
Exchange andcollection charges . . . 0 . . 18.1 18.3 15.2 12.1 
Foreign exchange . . • . . . • . 0 0 . 12.4.· 1J.S 15-3 18.z 
Insurance and real estate loans . 0 . 0 . . 0.9 0,9 0.7 0.6 
Trust department . 0 . 0 0 . . 0 0 0 0 20.6 22.8 ~6-7 2Z-4 
Profits on securities. sold . . • . . . . . 35.1 41-7 50-3 24-9, 
Recoveries on assets previously written down 35-6 31.6 35·3 42-3 
Other earnings . • . . . . · • . . . • . . 100.1 ... 104.1 90.2 83.1 

Total 0 0 0 0 0 0 0 0 0 ., 970·4 973·3 . 894·6 787·9 

4·. Amounts ·;;ritten off. . . 
ne composit.ion of the amounts charged against investments and securities is given below 

1922 

Loans and discounts. .. 0 0 135-2 
Bonds, securities, etc 0 • 0 0 .• 33·4 
Foreign exchange .. , 0 . .. , . 2.1 

,Total , 0 • 0 . . .. 170·7 

6. Carrieilforward /rom preceding Year. 

·The amounts carried forward from· preceding 
year are not shown separately in the official 
statistics. ·. 
I 

ro, II and 12. Carrid to Res~ves. Directors' 
Fees. CarTied joTWaril to foUowifJg Year. 

The official statistics give no indication .of the 

I (ooo,ooo's) 

1929 1930 1931 1932 

. 

86.8 . 103.8 186.9 259·5 
43·5 61.4 . 119·3 201.8 
0.2 0.2 0.2 2.8 

130.5 . 165·4 ' ' J06 ... ... 6 ... 1 

disposal of the net profits in excess of the declared 
dividends. 

7· Taken from Reserves, etc. 
' 

The a~ounts shown in the summary table are 
not given in the official statistics, but represent the 
difference between net profit or loss and dividends 
declared. · 
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Introductory Noto. 

The structuue of the Argentine credit system and 
its development up to 1928 were described in the 
last edition of this Menwrandum. Attention was 

~there directed, in particular, to the diverse functions 
of the Caja de Conversion, an autonomous body 
responsible for the note-issue, the Banco de Ia · 
Nacion Argentina, an official commercial bank 
having close relations with the Government and 
redisa>unting for the private banks, and the 
ordinary commercial banks. Since 1928, the 
outstanding developments affecting the banking 
position have been : (1) the heavy gold losses 
suffered by the Caja de Conversion and the 
commercial banks, leading finally to the suspension 
of gold payments, a substantial depreciation of the 
Argentine peso and the institution of foreign 
exchange control ; (2) the rediscount operations 
carried out by the Banco de Ia NadOn Argentina 
at the Caja de Conversion ; (3) a large contraction 
in the use of bank credit consequent upon the 
gl"neral economic depression, and (4) the report of 
Sir Otto Niemeyer on the 6nanci~ and banking 
system of the Argentine, recommending inl" alia 
the establishment of a Central Bank. . 

Like other agricultural States which had borrowed' 
heavily abroad in the period preceding the 
depression, the Argentine Republic was forced to 
export gold in order to balance her international 
accounts when capital imports ceased and the 
prices of her raw products fell. The total visible 
gold supplies and their distribution among the 
various groups of institutions mentioned above 
since 1928 are shown in the following statement. 

Millions of paper pe105 at par 

Ead ol: Caja Banco Otber . de Coover- de 
banks Total 

lli6n Ia Naci6n 

19z8. . . . . I,JJ2.9 317·7 26.3 1,456·9 
1929· . . . . 953·7 68.s 25·3 1,047·5 
1930. . . . . 967·7 2.9 19.0 989.6 
1931. . . . 592·9 2.J 4·9 6oo.l 
1932. . . . . 583.9 4·8 588.7 
June 193.3 • 583·9 4·8 . 588.7 

Between the end of 1928 and the eng of 1931, the 
visible gold stocks of the Argentine were reduced 
by over 850 million pesos, or almost 6oper cent. 

. The Caja de Conversion was closed in 1929 and the 
exchange was supported chiefly by exports of the 
gold by the Banco de Ia Nadon.- -In the course of 
1930, the Banco de Ia Nadon exported practically 
the whole of its remaining gold stocks and the other 
banks also lost gold, but the amounts thus made 
available were not sufficient to supply the whole 
demand for foreign · currencies and the peso 
depreciated in value. In 1931, the Banco de la 
Nacion was authorised to eontrol the foreign 
exchange market and to withdraw gold from the 

· -Caja de Conversion to the extent which it deemed 
expedient. . It will be observed from the above 
table that 375 million pesos were withdrawn in the 
course of 1931. After the British abandonment af 
the gold standard, the pressure on the peso increased 
and, towards the end of 1931, the exchange control 
was made more rigid and a Committee of Exchange 
Control set up to collaborate with the Banco de Ia 
Naci6n .. Since the beginning of 1932, no further 
gold has been exported and the official rate of the· 
peso has been maintained at a level equivalent to 
a depreciation of about 40 per cent in relation to 
its gold parity. 

· In order to prevent the loss of gold from resulting 
in a contraction of the volume of circulating media 
(notes issued by the Caja de Conversion) in the 
country, the Banco de Ia Nacion, was authorised in 
April ~931 to rediscount commercial paper with 
the Caja de Conversion (operating with the advice of 
a Rediscount Commission) and secure notes in 
exchange. Before this date, the Banco de 1a N aci6n 

· had itself extended substantial rediscount and 
other credits to the ordinary· banks : its active 
rediscounts rose from 8o million pesos at the end of 
1928 to 16o millions in April 1931, and its advances 
to banks against Government bills from 190 to over 
250 million pesos. 

At the end of 1931, the Banco de Ia Nacion's 
rediscounts at the Caja de Conversion reached a 
total of 359 million pesos. The bank used the 
funds so acquired partly (145 million pesos) to 
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Increase its rediscount and other credits to 'the 
ordinary banks, which rose from a total of 410 
million pesos in April 1931 to 555 million pesos 

' at the end of 1931, partly (16o million pesos) to 
meet withdrawals of deposits, and partly (65 mil
lion pesos) to increase its cash holdings. By the 
end of 1932, the Caja de Conversi6n's rediscounts 
of commercial paper had fallen to 295 million pesos, 
but it made additional advances to the Government 
against the Patriotic Loan of May 1932 to the 
amount of 166 millions, representing an increase 
of 100 million pesos in the total credit extended by 

Paper- (ooO,ooo'sj 

Fedenl Rest of 
Total 

it in the course of the year. 
The effect of these rediscount operations is partly 

reflected in the followi.ng statement, which indicates 
the total volume of notes in circulation and the 
gold reserve proportion at the en<) of each year 
since 1928: 

End of: 

' . 1928 0 

1929 0 

1930. 
1931 . 
1932 • •, 

-. 

Paper pe500 (ooo,ooo's) 

Note 
circula lion 

1,405.9 
1,246.8 
1,26o.7 
1,245.1 
1,338.8 

Gold reserve 

% 

79-2 
76·5 
76.8 
47·6 
43·6 

The contraction of the note circulation was 
confined to the . year 1929. There was some 
expansion in the note circulation and (as will be 
seen from the attached summary table) in the total 
volume of credit outstanding in 1930. The volume 
of sight and other deposits and of most credit items 
fell quite sharply in 1931. There was some recovery 
in 1932, however, and, on the whole, the volume of 
deposits was only about 8 per cent lower and the 
total volume of credits outstanding only 3 per 
cent lower at the end of that year than at the end 
of 1929. . These figures understate the real dimi
nution in the effective use of bank credit : this is 
more clearly reflected in the following figures 
showing the total volume of bank clearings by 
years sin~e 1929. 

• capital country 

1929. . . . . . . ·40,890 8,II3 49.003 
1930. . . . . . . 36,361 5.921 42.302 
1931. . . . ... . . . 32,205 5.375 37,58o 
1932. 

. 
24.8o8 4.903 29,7II . . . . . . 

Percentage decline 
1929-1932 • . . 39·3 39·6 39·4 

At the beginning of 1933. Sir Otto Niemeyer 
visited the Argentine Republic, at the invitation 
of the Government, to report on the financial and 
banking position. He recommended the 
establishment of a Central Bank to take over the 
functions of the Caja de Conversi6n and the 
Rediscount -commission ; the assets hl'!d by the 
Caja de Conversion, thus liberated, should be used 
to cancel part of the Government indebtedness to 
the Banco de Ia Naci6n. All central banking 
functions exercised by this institution should also· 
be absorbed by the new bank of issue. With 
regard to commercial banks, the report contains 
various recommendations concerning mininmm 
cash ratios, nature of investments, limitation of 
savings accounts and of interest on deposits, 
publication of balance-sheets, etc. Up ~o the 
time of writing, none of the recommendabona of 
the report have been carried into effect. 

The summary balance-sheet here . presented ~s 
based upon statistics published in the Ecotl()tnsc 
ReviertJ of the Banco de Ia Naci6n Argentina. It 
is not completely·comparable with that published 
in the last edition, which was based upon annual 
balance-sheets of the individual banks. The 
publication referred to does not give full balance
sheets, but only a statement of principal accounts. 
Total assets and liabilities therefore do not balance 
in the summary table. Double counting of certain 
items as between the Banco de Ia Nadon and the 
ordinary banks has been e~minated. The figm:es 
given are fully representative of the commercial 
banking position and they are com.Parable over the 

. whole period. The figures shown for the end of 
1925 refer to January 1926, the eacJ,iest month for 
which data are available. 

Balance-sheet Summary. 

I. Caslt. 

The amounts shown under (11) consist entirely 
• of gold. Those shown under (b) consist of notes 

held by the Banco de Ia Naci6n and the ordinary 
banks and clearing-house balances held by the 
ordinary banks to the following amounts : 



COMMERCIAL BANKS Table 25 (a). 

Acconns 

Number of Banks .. .. . . . . . . -

ASSETS. 
' 

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

Bank. . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . • . . . 
3- Bills discounted and bought. . . - . . . • . . 

(a) Treasury bills. . . . . . . . . . . • . . 
. (b) Commercial bills, Inland.. . ; . • • . • . . 
(c) Commercial bills, Foreign . . . . . • .. 

4· Investments and Securities. . , . . . . • • 
( 11) Government . . • . . • . , . . . •, • . 
(b) Other ... , .........• · · · · 

5· Participations. . . . . . . . . . • • . . . . 
6. Due from Banks (Correspondents). . • . . . 

(a) At home.. . . • . • . . . • . . . . 
(b) Abroad .... , ..... , .. • ...• 

1· Loans and Advances. . . . .. • . . • . • . . . 
. («) On current account .... , . , .. : .. 

(b), Other •. · ............•• 
8. Cover for Acceptances. . . . .. , . • . • . . , 
9· Premises, etc. . . . . . . • • . . . . • • .. 

SUMMARY OF pOSITION AT THE END-OF; 
'· •' . ,' ' 

616 
53 

137 

-' 

1929 

I 
'26 ' 

Pesos (ooo,ooo's omitted) 

470· 467 . . 514 
94 -23 7 

208 

92 

445 
136 

1,699 

233 

-· 

,507 

77 
1,710 

259 

-. 

- 9:i 
1,578.. . . 2,03:! 2,220 . 2,018 . 

-, . -
'-

635 
~21 

1,558 

10. Sundry Assets , ...... • . · · · ,·. · · .. -1__,,....,' ·=-=·-=--f---,c-:-=-::-- ___ ,
1 
__ -_._

1 
____ 

1 
11. Total Assets .. . . . . . . . . . , .. , .. • . ; 4,130 .4,579 · __:4:.:..,7,:..55.:.__

1
_4:::.'.:.57:,..:8_

1
_4...:.,5_1_4_

1 
. LIABILITIES. • 

12. Capital paid up. . . . . . . . . . . • • . . 
, 13. Reserve Funds . . . . : . . . . ; . . . . . . 

14. Profit-and-Loss Accounts, Dividend Accounts,etc. 
15. Cheques and Drafts, etc., in circulation . . . . 
16. Due to Banks (Correspondents) . . . . . . . . 

(a) At home. . . . . . . . ..... . 
(b) Abroad . . ...... ' . . . • .. 

17. Deposits . • . . . . . . . . . · . . • • . . 
(«) Current accounts and sight deposits, . 
(b) Savings accounts : ; · ..... · .•.. 
(c) Time or fixed deposits . . . . • • . . , 
(J) Other deposits .....•...•. ~ 

18. Rediscounts . . . • . • . . . . . . . . . • 
19. Acceptances and Endorsements. . . . . . 
20. Sundry Liabilities. . • . . . . . . . . . • • 
21. Total Liabilities. . • . . . . . . . ' • · . . · . 

22. Other Borrowings • . • • • • • • • • • • • • • 
23. Value of currency in cents of a U.S. dollar at 

the end of each year. . • ,· , . . ; . • • • 

• Ftc- ...._ to jaauary 1936. 

513 
159 

,. -

522 
. 169 

.2 

.. .. · . -
3.416 

. 1,207 
1,332 

642 
23.5 

3.945 
I,U8 · 
1,771 

710 
246 

- -
- -- -

4,091 4,884 

. 537 
174 

2 
' I '•; 

2.5 
4,029 
1,263 
1,713 

79.5 
2,58 

4,767 

320 404 379 

95-I 83.5 

554 557 
. 176 178 
. 3 3 

46 27 

3.555 . 3.554 
1,009 1,112 

1,648 1,570 
667 654 
231 '218 
359 295 

- -
4,693 4,614 

524 490 

66f 58.4 
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' 

' 192S 

Notes • . . 464 
Banco de Ia Naci6n . (219) 
Ordinary banks ........ (245) 

Clearing-house balanc•s of ordinary 
banks . . . . . . 99 

Total . . . 563 -
The amounts shown as clearing-house balances 

are held with the Banco de Ia Naci.:n, which acts 
as dearing-house. They are incJuded by that bank 
as part of its own . cash reserves in its published 
balance-sheet. To avoid double counting, however, 
they are not shown as part of the cash holdings 
of the Banco de Ia Naci6n in the present group and 
are likewise excluded from its deposit liabilities in 
group 17. 

2. Other Items of a Cash Nature. 

The. amounts shown under this heading consist 

; . 

192S 
. 

Banco de Ia N aci6n . . 64•' 
Or<linary banks . ••• 1,029 

Total. . . . 1,671 

' ' 

4· Investments and Securities. 

No distinction is made between Government and 
other securities ; the amounts given are shown 
under the title" bonds in, portfolio". · 

'. 
6 and x6. Due from and to Banks (Correspondent 

Accounts). 

The basic statistics show only the net balance 

. 
' 

I 192S 

, 
+6 Banco de Ia N acii. n . . . • . 

Or<linary banks . . . . -to 

Total . . • . . . . ., -4 

Sight balances of banks with ~ther domestic 
banks are included in group 2 (see note to that 
group). 

' 

Pesoo (ooo,ooo's) 
' 

1929 1930 1931 1932 

292 318 383 549 
(97) (92) (114) ( 1Cl6) 

(195) (2>6) (269) (38J) 

84 

I 
127 "4 86 

376 445 5°7 635 

of sight dep<isits held by the brdinary banks in 
banks other than the Banco de Ia Naci<ln. 

3- Bills disclJunted and bouglll. 

' The sums shown in the summary table consist qf 
bills discounted for the public. They do not 
include the Banco de Ia N aci6n 's rediscounts for 
the ordinary banks, which are given outside the 
balance-sheet (see note to group 22 below). Thl' 
amounts discounted by the Banco de Ia N aci<ln and 
by the ordinary banks are shown below : . 

Pesoo (ooo,ooo's) 

1929 1930 1931 ' 1932 

681 683 675 633 
• 1,003 1,016 1,035 925 

1,684 1,699 1,710 '·558 

of sums due to or from foreign banks at the end of 
each year. The following statement shows in 
what proportions the Banco de Ia Naci6n and the 
other banks accounted for the sums shown in the 
summary table in the years under review. A plus 
( +) sign indicates balances held abroad and a min us 
(-) sign balances due abroad. 

\ 

Pesos (ooo,ooo's) 

1929 1930 1931 1932 

+s5 +7• 0 +lo 
+37 -97 -46 -37 

+9• -•5 -46. -27 

7. Loans tmd Advances. 

The statistics published m the Economic R,eview 
do not distinguish between advances on current 
account and others. The following details are 
available for the years under review : 
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'925 
. 

l.oaDa. . . . . . . . . . . 869 
Banco de Ia Naci6D • . . 1183) 
Onliaary banb . . (686) 

Advaoces on Government securities . 35'1 
Banco de Ia Nllcil>n • • . . (So) 
Onlioary banb ~ . . . . (274) 

Otbrr loans and advances . . . 355 
Banco de Ia Naci6n . . . . ' (141) 
Onliaary banb . . . . . (214) 

Total loans and advances . . 1,578 
Banco de Ia Naci6n . . . (404) 
Ordinary banks . . . . . (1,174) 

The figures given fqr the Banco de Ia N acion in 
the first two items exclude advances to the ordinan
banks, but appear to include small amounts of 
credit granted to certain minor banks not included 
in the basic statistits on which the summary table 
is based. Advances on Government securities are 
generally made on current account ; " Other loans 
and advances", as shown above, would appear to 
include long-term and overdue debts. 

It will be observed that ttJ,e decline in total loans 
and advances since 1930 is entirely due to a sharp 
rontraction in the loans of the ordinary banks 
outstanding; All credit items of the Banco de Ia 
Nacion included in this group have shown a 
continuous increase over the period covered. · 

Monthly averages of the interest rates charged 
by the private banks on various classes of loan are . 
shown in the next column for December 
11)29-1932· 

1925 

Colft'Dt accounts . . . . . . 1,207 
Banco de Ia NaciOn . . . . . • (422) 
Ordinary banks • . . . . . . . . ., 1;8sl 

Savinp dep*ta . . . . . . . 1,3J2 
Banco de Ia Noci6n . . . . . . . (78o) 
Onliaary banb . . . . . . . . (SP) 

Timedepoaita . . . . . . . . . . 642 
Banco de Ia NaciOn . . . . . ·• . (98) 
Onliaary banb . . . . . . . . (544) 

Other cJepoata. • • • . . . . . • 235 
Banco de Ia NociOD . . . . . ~ . (102) 
Ordil8ry banb . . . . . . . . (133) 

T-ldepoolta . . . . 3.416 . . . . . 
Banco de Ia NaciOn . . . . . . . (1.402) 
Ordinary banb . . . . . . . . (2,014) . 

. 

P.... (ooo,ooo's) 

1929 1930 1931 .1932 

1,058 1,07::1 75• 65o • 
(143) (108) (126) (130) 
(915) (¢4) (626) (520) . 
528 657 691 673 

. (197) (265) (247) (248) 
(331) . (392) (444) (425) 

446 491 .. 575 610 
(96) (103) (uo) (146) 

(350) (388) (455) (464) 

2,032 3,220 ' 2,018 . 1,933 
1436) . (476J (493) !524) 

(1,596) (1,744) (1,525) (1,409) 

Direct loans 

, December 
Commercial with guaran· 

Advances paper tee of signed 
docwnent 

1929. . • . . . 7·84 7·97 8.20 
1930. . . . . 6.7J 6.76 7·93 
1931. . . . . . 7-91- 7·89 8.26 
1932. . . . • . . 7-04 7-27 7-95 

II and 21. Total-Assets and Liabilities. 

These accounts are incomplete and, for the 
reasons stated in the introductory note, they do 
not balance. 

12 and 13.- Capital and Reserve Funds. 

The figures shown for 1925 and based on the 1927 , 
acrounts of the ordinary banks as earlier data have 
not been available. 

17. Deposits. 

The division of the various acrounts among the 
Banco de 1a Nacion and the ordinary banks in the 
ye~ under revjew was as follows : 1 

Peso~ (ooo,ooo'sJ I 

1929 1930 19]1 1932 

1,218 1,263 
1448) (452) 

.1.oog 1,112 
(320) (363) (770) (811) (689)" . (N9) 

1,771 1,713 1,648 
. (956) (882) 1.570 

(815) (831) 
(847) (8os) 
(Sox) C;6sl 

710 795 66] 
(S3) (78) • 654 

(657) (717) 
. (!7) (134) 
(6xo) (520) 

246 258 
(112) (lli) 

231 218 

(132) (147) 
(103) (102) 
(128) (u6) 

3.945 4,029 3.555 (1,569) (1,523) 3.554 . 
(2,376) (1,327) (1,404) . (2,5o6) (2,228) (2,150) 
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_ There is probably a small amount of double 
counting involved in the ab'ove figures for current 
a:ccounts, as the only inter-bank deposits excluded 
are the clearing-house deposits kept by the ordinary 
banks at the Banco de Ia Nacion. The interest 
rates paid by· private banks on deposits at ninety 
days' notice fell from an average of 5 Yz per cent 
at the end of 1929 to an average of 2 Yz per cent at 
the end of 1932. Other deposits, as shown in the 
above statement, include judicial and various miscel
laneous accounts. 

of I9JZ ; the amount of such advances outstanding 
. at the end of that year was 167 million pesos. 

· The ordinary banks rediscount commercial paper -
with the Banco de Ia Nacion and borrow from it 
against Government securities. As these borrowings 
represent neither a net asset nor liability of the 
commercial banking system as a whole, they have 
been excluded from the summary table and are 
shown separately outside the balance-sheet proper. 
See following note. ' 

n. Other Borr0111i11gs. 
xS. -Rediscoullts. As ed h B N · stat above, t e anco de Ia acuSn's 

·. The amounts shown under this heading in the . rediscounts of commercial paper for the ordinary 
summary table represent rediscounts of commercial banks and its advances to them against Government 
paper which the Banco de Ia Nacion effected with securities have been excluded from groups 3 and 
the Caja de Conversion. Beginning in 1932, the 7 under assets and from group 18 under liabilities. 
latter institution also made direct advances to the They are shown in the present group and were 
Government on the security of the Patriotic Loan composed in the ye~ under review as follows : 

192S 

-Rediscounts of commercial paper . 122 

Borrowings against Government secu-
rities . \ ... . 0 0 . . . . 0 . lg8 

Total .: • . 0 . . ... . 320 

Th~ Banco de Ia Nadon's advances to th~ few 
~all banks not covered by the basic statistics on 
which the summary table is based are not included 

Pesoo (ooo,ooo's) 

1929 1930 1931 1932 

138 135 25• 287 

266 044 272 203 

404 379 524 490 

in the above figures. These amounted to 30 to 
40 million pesos between the end of 1929 and the 
end of 1932. 
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BOUVIA. 

Introductory Not11~ 

In 1928, . comp~hensiv~ banking Ia~ w~re_ 
passed providing, snl~ alsa, for the nm~un~t10n ' 
of a Superintendent of Banks, whose function ts to 
enforce the laws, to supervise the issue of bank
notes and mortgage bonds, and to submit an annual 
report on the condition of each bank to the Mini~ter 
of Finance. Individuals wishing to establish a 

·bank must ·first obtain the pennission of the 
Superintendent, and his consent is also necessary 
for the setting-up of new branches or mortgage,' 
savings' and trustee departments. The· law 
provides that at least so per cent of subscribed 
capital shall be • paid in before a bank starts 
functioning,---and prohibits institutions· from 
extending credit on the security of their own 
shares. Banks are required at the close of each 
half-year to carry at least 10 per cent of net profits 
to a reserve fund until it is equal to 25 per cent 
of paid-up capital.· All banks are required to 
keep on deposit with the Su~tendent of Banks 
first-class securities to a value of 10,000 bolivianos 

The t-arliest commercial banks were established 
in Bolivia around 1870 and several others were 
organised towards the beginning of the present 
century ; but they were gradually absorbed by t~e 
"Banco Nacional ", a private bank founded m 
1871, and by the semi-official," Banco de Ia Naci<ln 
Boliviana ", which was established in 19II for ~he 
purpose ol centralising the note issue, promotmg' 
exchange stability and acting as banker to the 
Trea.~ury. There is ·at present only one othet 
bank • operating in the country·- namely,· the 
" Banco Mercantil ", organised in 19Q{i. This bank 
did not take part in the process of amalgamation·, 
but extended its resources very· rapidly through 
internal expansion. In 1929; the "Banco de Ia 
Nadon " was re-organised under the name " Banco 
Central ", with a view to providing the COI\fltry 
with a central bank. The greater part of its 
business, however, continued to be transacted with 
the general public, and, in view of its mixed 
character, it has been included in the summary 
table of the present chapter •. 

The commercial banks have established branches 
in all parts of the Republic. Their operations· 
are of the type generally known as deposit and 
discount banking. l'he Banco Central handles 
practically the whole note issue and most of the 
foreign exchange business of the country ; since 
1930, it has also made rediscounts on a limited 
scale. So far as purely commercial banking 
accounts are concerned, the Banco Nacional is at 
present the leading institution, while the Banco 
:Mercantil is at least as important as the Banco 
Central, which is developing its central banking 
functions. The share of the Banco de Ia Nacion 
in total deposits, loans and discounts and 
investments dropped very markedly after its 
re-organisation as the Banco Central. This is 
largely due to the liquidation of Government 
accounts. According to the organic law of the 
Banco Central, the total direct and indirect 
obligations of the National Government and other . 
political subdivisions of the Republic may not 
exceed 25 per cent of the bank's paid-up capital 
and reserve funds, or 35 per cent in times of panic. 
The public obligations transferred to the Banco 
Central by the Banco de Ia Naci6n considerably 
exceeded this sum and, though a large part has 
been liquidated, Government obligations at the 
end of 1930 were still above the legal maximum. 

. (or, in. the case ol larger .. banks, 20,000) as a 
guarantee against infractions of the law. Banks 
other than the. Banco ' Central are required to 
maintain cash reserves equal to at least 20 per cent 
of sight deposits and 10 per cent of time deposits 

. in Bolivia. Certain State bonds may be reiarded 
as cash reserves to the extent of 5 per cent of 
deposits. Included in legal cash reserves are, 
further : Bolivian, British, Peruvian and American 
gold currency, Bolivian silver and other metallic 
currency, notes of the Banco Central and deposits 
with that institution. The same proportionate 
cash reserves must be held against sight and time· 
deposits payable in f~reign currencies; but sight · 
and three-day drafts on London and New York 
may be counted as cash for this purpose. The 
law provides that commercial banks shall have a 
capital of at least I million bolivianos in places 
with a population of 100,000 or more, and soo,ooo 
bolivian?s in places with smaller population. The 
paid-up capital and reserves may not be less than 
one-third of a bank's obligations to the public. 
The banks are authorised to purchase mortgage 
bonds; but they may not invest more than 10 per 
cent of their paid-up capital and reserves in the 
bonds of the same institution, or more than 
30 per cent of this amount in mortgage bonds in 
!l'eneral. They. may also buy mortgage bonds 
tssued by theli' own mortgage sections up to 

',:&,~rth bank. the (foreign)," Banco ,Aleman Transatlintico ", after functionin& in Bolivia on-a relatively amall 
aca .. ..,. IM!Vetal years, watbdrcw at. otlicel m 1930· 
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20 per cent of their paid-up capital and reserves. 

-No commercial bank may directly or indirectly 
make· advances to any single individual or finn of 
amounts exceeding 20 per cent of its paid-up 
capital and reserves. Government loans and 
Government paper owned by an ordinary bank 
are likewise limited to a total of 30 per cent of 
capital and reserves. No commercial bank may 
accept more than Io per cent of the capital stock of 
other banks or companies as security for advances. 
Such stock may, however, be taken as additional 
security for loans already contracted. Loans on 

' the security of real estate are limited to two-thirds 
the value of the estate and, in aggregate, to 15 
per cent of' the banks' paid-up capital and 
reserves. 

Every domestic and foreign commercial bank 
in Bolivia is required to subscribe to the stock of 
the Banco Central to the extent of 15 per cent 
of its own paid-up capital and reserves. 1 In 
its direct dealings with the public, the Banco 
Central is subject to more severe restrictions than 
the ordinary commercial banks, the intention of the 
legislation being that this bank should ultimately 
become a purelycentral banking institution. Thus, 
it may only receive non-interest-bearing deposits, 1 

and may not grant loans or discount paper with 
more than ninety days' maturity, or to an amount 
exceeding 1,500,000 bolivianos to any single 

individual or firm. Moreover, it was required to 
liquidate, within a period of three years -
subsequently extended to the end of 1935 -
certain classe~ of loans which were considl't't'd 
incompatible with central banking functions. On 
the other hand, its business extends over a wide 
range of operations of particular importance for 
the carrying out of these functions. It is the sole 
depositary of Government funds and, in gent•ral, 
acts as fiscal agent for the Government. It may 
buy and sell Government securities and, in addi
tion, 1 mortgage bonds and certain other kinds 
of readily marketable securities. The total invest
ment of the bank in this form of securities, domestic 
or foreign, may not exceed 30 per cent of its 
capital and reserves. 

The notes of the Banco Central, which has 
enjoyed the exclusive privilege of note issue since 
the end of 1932, are legally redeemable in gold or 
specified foreign exchange, and the bank is required 
to keep a cash reserve of 50 per cent against its 
combined note and deposit liabilities. · The bank 
pays to the Government specified proportions of 
its net profits in return for the· monopoly of note 
issue and other privileges. · 

No uniform official banking statistics are 
published for the Republic of Bolivia. The 
summary table presented in the chapter is compiled 
from the balance-sheets of the individual banks. 

It 

Balanee•sheei Summary. 
I. Cash. 

The composition of the cash item in the years under review was as follows : 

' i . I Bo1iviaD01 (ooo,ooo's) 

1925 1926 1927 1928 1929 19}0 19]1 19}2 - -- -- ---· Ot!: 
Banro Otherl 1 BIDCO Other 

clela ban Total de Ia banks Tota Central banks Total 
Nacl6a Noci<lo :- -- ---- -- -- --

Gold . . . . 16.8 •• 2 21.0 21.9 22.0 17.8 •. I 21.9 13.6 2.8 3·6 6 .• 1·0 8,0 . . . . 
1.2 Silver and nickel 1.1 - 1.1 1.) 1.-f 1 .• - 1.4 I~ 1.) - 1.) '·4 . . -- I __o:_. --

Total (a) . - . 17·9 4·2 22.1 23.2 23·4 19.2 •. I 23·3 1$.0 •. I ).6 1·1 8 .• 9.2 

No<• ru '"" ,_,.., N"""'~ 
(Banco Central) • • ·• • • - 1.1 1.1 0.6 0.$ - 0.9 ~ .. - 0.-f o .• O.Q 0.9 

Deposits with Banoo Central. . - - 1.8 4·9 0.8 0.8 1.8 !l.. -- -- -- --
Total (b) • • • • - 1.1 1.1 0.6 0.$ - 2.7 S-9 1.2 1.2 2.7 5·• 

Before its re-organisation, the Banco de Ia 
Nadon held the bulk of the gold reserves of the 
Bolivian banking system. When the monetary 
reform adopting the gold exchange standard 

was put into effect in 1929, the greater part 
of the bank's gold holdings were· converted into 
deposits in foreign credit institutions (see group 
6 below). 

' , At the end of 1930, the share of the capital stock of tbe Bane~ Central held by the associated hanks amounted_ to 
some 2 millioo bolivianos, while tbe shares beld by the Govemmmt and the puhhc repr...,ted 14 and 6 m1llu>n 

respectively. I b" . . nl" the t I . •- to d ·~ 
1 Under the law, five years' exemption was granted from t ,. restriction rega mg peymrn o m~res n epou~ 

received from the public. 
1 According to an amendment of October 1930. 
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• 

SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 

----------------------~----------jl--xg_z __ , I '"' '9'7 

NumberofBanks: . . . . . . · · · .3 . 3 3 

1gz8 

3, 3 

1930 

3 

1931 

3 

AssETS. Bolivianos (ooo,ooo's omitted) 

I. Cash. • • • • • • • . • • • . • • • • • . . • • 23.2 
(a) Gold, silver and small coins .•. _. • . • u.1 

(b) Inland notes and balances with Central 
, . Bank . . • . • • . . . . • . 1.1 

2. Other Items of a Cash Nature.. . , . . . 
' 3· Bills discounted and bought. • • . . . . . . • I5.0 

(a) Treasury bills . ; • · · · · · · · ·I 1 5.o 
(b) Commercial bills, Inland.. . . . .. ) 
(c) Commercial bills! J?oreign. . . . . . -

4· Investments and Secunties. . . . . . . 24.2 
(a J Government . . . . · . • • . .. . . . . -
(b) Others. . . . . . . • · · . · · · -

5· Participations. . • . . . '· . , . . .. .. 
6. Due from Banks (Correspondents). , . . . . . 7 ·9 

(a) At home. . • . . . . . . . . . . • -

23.8 
23.2 

0.6 

I4-9 

23·9 
23-4 

0.5 

20.5 ' _2I.7 

• g.S 

:i6.o ·I 20.9 
23-3 15.0 

2.7 5-9 

u.s 22.2 

u.s 16.7 

- 5·5 
IS·S I9.I 

· 8.9 . II.I 

1·1 8.4 

1.2 / 2.7 

20.I 20.3 

·18.2 16.3 

1.9 4·0. 
22.5 28.3 

39·6 22.8 

(b) Abroad. . . . . . . ... e . . 7-9 7.1 9.8 .45.6 47.0 39.6 u.S 
7· Loans and Advances. . . . . . . . . . . 85.6 84.7 85.4 6o.I 47.I 46.0 4I.O 
. (a) On current account . . ..•• ,.... 64.1. 6o'.o 56.5 37·9 26.1 22.1 20.5. 

(b) Other ...... , . . . . . . . . 21.5 24.7 28.9 22.2 21.0 23.9 20.5 
8. Cover for Acceptances . . . . . . . . . . 0.5 0.5 0.5 0.5 0.5 0.5 o.s 
g. Premises, etc.. . . . . . . . . . . < • • • 7 .o 7 .I , 7 ·4 6.6 6.4 6.6 6.2 

10. Sundry Assets. . . . . . . . . . . . . • • . . I.9 2.7 2.7 I.6 4·8 5-6 5·5 
II. Total Assets . . . . . . . . . . . . . . . 165.3 161.3 165.7 167.4 168.0 149.8 135.7 

----11----1----1----

LIABILITIES. 

I2. Capital paid up . . . : . . . . . . : . . . . . 
I3. Reserve Funds . . . . . . . . • • . . . . 
14- Profit-and-Loss Accounts, Undivided profits, etc. 
I5. Notes in Circulation . . . • . . . . . . . . 
16. Cheques and drafts in Circulation . . . . . . 
17. Due to Banks (Correspondents) . . . . . . . 

(a) At home. . . . . . . . . . . . . . 
(b) Abroad. . . . . . . . . • . . . . . . 

18. Deposits . . • . . . . . • . . . . • . . . . 
(a) Current accounts and sight deposits . . 
(b) Savings accounts • . • . . . . . . . 
(c) Time or bed deposits . . . . . . . . . 
(d.) Other deposits . . • • . . . . . . . . 

19. Rediscounts and Other Borrowings. . . . . 

45·7 
20.3 
3·1 

38.5 

54·9 
30·4 

4-2 
18.2 
2,1 

20. Acceptances and endorsements . . . . . . 
21. Sundry Liabilities. • . . . . . . . . . . 
22. Total Liabilities. . . . . . . . . . • . . . . 

. o.s 

. 2.3 

. 165.3 

23- Value of currency in cents of a U.S. dollar. ·. 34·5 

45·7 
2I.O 
3·2 

37·6 

51.8 
26,0 

5.1 
19.7 
1.0 

0.5 
I.5 

161.3 

33.8' 

45·7 
22.5 
2.9 

39.6 

52.8 
26.4 

5-4 
19.2 
1.8 

o.s 
I.7 

165.7 

34.8 

. 

45·7 
22.2 
2.8 

44-4 

49·4 
28.0 

5·7 
14·5 
1.2 

45·6 
20.3 
3·I 

43·0 
1.7 
5·7 
5·7 

45·3 
26.3 

4·8 
u.g 
I.J 

46·5 
2I.3 
3·2 

32.2 
s.6 
o.g 
o.g 

38.0 
20.7 

4•1 
u.o 
1.2 

46·5 
19-7 
2.7 

27,0 
O.I 
2.1 
2.1 

35-0 
19.2 

3·9 
10.8 

1.1 

o.s o.s o.s 0.5 
2.1 2.8 1.6 2.1 

167.4 168.0 149.8 135.7 --1-.:..::...;.-1..:....:..:....:..._ 
36.5 36.0 36.8 25·4 

3 

I4-4 
9-2 

5-2 

12.0 

29·5 
2.5 

27.0 
41.8 
16.5 
25·3 
0.2 

7·I 
4·7 

194.8 

47·3 
20.1 
4-5 

37·7 

5-4 
4-5 
o.g 

60.2 
oj8.6 

3·4 
7·3 
o.g 

0.2 

19·4 
194.8 

x8.3 
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3· Bills discounted atul bought. 

The balance-sheets of the banks do not give 

1925 1926 

Bills discounted 1 . . . . . . . 11.9 u.s 
Bills oven! ue . . . . . . . 2.6 2.9 
Due bills at sight . . . . . . o.s o.s 
Bills in process of collection . . - -
Bills in liquidation . . . . . - -

Total . . . . . . . . •s.o 14-9 

Government paper separately from. commercial 
paper ; the classification of domt•stic bills is shown 
below: 

•I 

Boliviaooo (ooo,ooo's) 

1927 1928 1929 1930 1931 1932 

10.8 7·7 .u.S 11.8 5-4 4·7 
2.9 2-S 1.4 2.2 6.2 3-9 
0.6 0.4 0.2 0.2 0.4 0.4 
- o.8 1.3 2.8 l - 0.1 1.0 1.2 4·3 2.7 

--
14-3 11-5 16.7 18.2 J6.J 11.7 

1 Excluding rediscounb at the Banco Ccntial (""e Introductory note and the note to group 14 below). 

4· Investments and Securities. 

The banks do not in all cases distinguish between 
their holdings 'of Government and other securities. 
In recent years, Government obligations appear to 
have constituted some 35 per cent of the total 
investment portfolio of the banks and have been 
held almost entirely by the Banco Central. Of · · 
the other securities, the most important class 

, would appear to be mortgage bonds. 

6. Due from Banks ( COI'I'_espondents). 

' Amounts due from domestic banks are not 
shown separately in the balance-sheets, except for 
the Banco Mercantil in I932. Deposits maintained 
with the Banco Central and other institutions 
are shown in the note to group I above. 

Sums shown for foreign correspondents consist 
of sight deposits held with banks abroad by the 
Banco Central as backing for its note circulation, 
and sight deposits and balances accruing to this 
and other banks in the ordinary course of business. 
The increase in this •item after 1927 is due to the 
conversion of gold into foreign assets by the Banco 
Central. · 

7· Loans atul Advances. 

The fall in the total shown for this group in the 
summary table between 1927 and 1929 was chiefly 
due to the progressive liquidation of tjle portfolio 
of the Banco de Ia Nacion under the terms of the 
re-organisation law (see introductory note). 

8. Aeceplllnces atul Endorsements. 
·, 

· These amounts consist of cover for letters of 
credit issued by the banks where shown separately. 

9· Premises, etc. 

The amounts given under this heading inclU<Ie 
real estate as shown below : 

Bolivianos (ooo.ooo'o) 

Real Build· 
Total oatstc in~, etc. 

6.3 ' 1925. . . . 0.7 7·0 
1926. . . . . 6.1 1.0 7-1 
1927. . • . 6.3 1.1 7·4 
1928. . . . 5·7 0.9 6.6 
1929. . . 5-S 0.9 6.4 
1930. . . 5·7 0.9 6.6 
1931. . 5·4 o.8 · 6·2 
1932. . . 6.4 0.7 7·1 

10. Sundry _As~us. 

Consisting of various provisional, inter-branch 
and miscellaneous accounts. 

II and 22. Total Assets atul Liabilities. 

This item excludes com pies tl' ordre, unpaid capital 
and the capital stock of mortgage sections of the 
commercial banks. 

12. Capital paitl up. 
This account does not include the capital stock 

of the mortgage sections of the commercial banks ; 
amounts so excluded are o.8 million bolivianos in 
1925-1928, 1.8 million in 1929-31. and I million 
in 1932- In preparing the summary table, it has 
not proved possible to eliminate . inter-bank 
holdings of capital stock, the details of which are 
not shown in the bank balance-sheets. · I:rom 



z;8 QOUVIA 

information availahle elsewhere, _it would appear, 
ho'l\"t'Wr, that the consequent double counting 
involved in this item of the summary table amoun
ted to some 10 millions in 1932, the capital stock 
thus counted twice also being included to corres
ponding amounts under securities in group 4 of 
the summary table. The bulk of the capital stock 
of the Banco Mercantil (12.5 million bolivianos, 
actually paid up) is held by British financial houses. 

• I 

13- Rt.snve F Nruls. 
The antounts shown in tile summary table 

include special funds for amortisation of furniture 
and buildings, reserves against doubtful debts, 
funds for dividend l'qualisation, t>tc. 

. 

1925 1926 

Note cilt-ulatim of : 
J!anco Central . . . . . . . . .. 37-2 36.6 
Associated Baob • . . . . . . 1.3 1.0 

Total net cin:ula tioa • . . . 38.,s 37·6 
Notes ol Baoco Central bdd by ~ 

cia ted Banks • . . . . . . . . . o.g .. o.s 
Net cin:ulation in baudo of public . . 37-6 37·' . 

.. 
16. Cheques atul Drafts in Circulatiotl. 

This item, shown only for 1929-1931, consists 
of drafts payable by, and unpaid cheques issued by, 
the Banco Central. 

17. Dve to Banks (Correspotulents). 

_Mainly balances of associated banks with 'the 

1925 1926 

Cuneot accounts . . . . . . . . . •7·5 23.1 
Sipt dt'p<JIIitl . . . . . . . . . . 2.9 2.9 

Total (•) . . . . . . . 30·4 26.o 

Ordioary &vinp depoo~tl • . . . . 3·0 3·7 
Worlrmeo '1 &vinp deposits . . . 1.2 1.4 

Total (b) . . . . . . . ... 2 . 5·• 

TIDie drpositl (c) . . 18.2 19.7 

Judicial depooitl • • • • . . . . . 2.1 1.0 
Depooitl iD fm'eiiJI IIIODey . . . . - -

Total {4) . . . . . . . 2.1 r.o 

Grauel totll . . . . . . . . 54·9 51.8 

Current accounts arise from credits granted by 
t.h_e banks ; sight deposita represent money lodged 
with them. The decline in total deposits in recent 

15. Noles in Circulation! 

The ~nco Central has a legal monopoly of 
note circulation i but the Associated Banks were 
permitted to maintain small amounts in circulation 
until the end of 1932. The sums shown in the 
summary table consist of net circulation - i.e., 
they exclude the banks' holdings of their own notes. 
They include, however, the portion of the note 
issues of the Banco Central hdd by the Associated 
Banks. The division of the note circulation among 
the Banco Central and the other banks, and the 
latter's holdings of Banco Central notes are shown 
below: · 

.. 
Bolivianos (ooo,ooo's) 

1927 1928 1929 1930 1931 1932 

J8.8 43·7 4•·S 31.8 26.6 37·6 
o.8 0.7 o.s 0.4 0 ... 0.1 

39.6. 44·4 43·0 32.2 . 27.0 37-7 

0.4. 0.8 0.9 0.3 0.7 0.7 

39·• 43·6 42.1 J1.9 26.3. 37-0\ 

Banco Central Smns· due ~o banks abroad are 
shown only in the case of one· bank and for · 
that bahk, only in 1932. 

18. Deposits. · 

The · amounts shown in the summary table 
are composed as follows in the years under review : 

Bolivianos ,ooo,ooo'•l 

1927 1928 192Q 1930 1931 19J2 .. 

24.1 26.2 23.6 18.7 17.2 46·7 
2.3 1.8 . 2.7 2.0 2,0 1.9 

26.4 28.0 26.3 20.7 19.2 48.6 

4-2 4·5 3·6 3·1 2.9 z.s 
1.2 1.2 1.2 1.0 1.0 0.9 

-
5-4 5·7 4·8 4-r· 3-9 3-4 

19.2 14-5 12.9 1'2.0 ·10.8 7·3 

1.8 1,2 1.2 1.1 0.8 0.8 -. - 0.1 o.1 . 0.3 o.-J 

1.8 1.2 1.3 1.2 1.1 0.9 

52.8 49·4 45-3 38.0 . 35-0 6o.2 

• 
years is entirely due to the liquidation of a large 
part of its current accounts by the Banco Central' 
in connection with the banking re-organisation. 



BOLIVIA 

Workmen's savings deposits represent special 
accounts in which the banks attempt to collect the 
savings of the lower-income groups of the 
population. Other deposits, (tl), as shown above, 
include judicial deposits, deposits in foreign 
currencies and the deposits of the Associated Banks· 

·with the Banco Central. The latter amounts do 
not correspond exactly with the inter-bank deposits 
shown under the assets of the Associated Banks 
{see note to group I above), because these include 
small deposits with banks other than the Banco 
Central. The amount shown as deposited by the 
Associated Banks with the Banco Central in 1929 
includes a small deposit of the Banco Aleman 
Transathintico ' which was ·.still functioning · in 
Bolivia in that year. . ' 

ig. Rediscounts 'and Other Borrowings. , 

As stated in the introductory note, the Associated 
Banks availed· themselves of the privilege · of 
rediscounting with the Banco Central for the first 
time in 1930 •. At the end of that year, .their 
rediscounts outstanding were, according to their 
. balance-sheets, x.s million bolivianos. As this 

item, however, is offset by the rediscount credit 
·of the Banco Central and constitutes neither a net 
asset nor a net liability of the banking system as a 
whole, it has been excluded from the summary 
table. As the rediscount crcd it of the Banco 
Central is slightly (0.3 million bolivianos) larger 
than . the rediscount liability shown by the 
Associated Banks in 1930, an amount corresponding 
to the difference has been deducted from sundry 
liabilities in that year. A small rediscount 
liability (0.1 million bolivianos) of the Chile branch 
of the Banco 1\lercantil is included in sundry liabili
ties in 1929. . ' 

20. AcceplllfJCes aJUl Endorsemenls. 

. See note to group S above. 

21. Sundry Liabilities. 

Inter-branch and various miscellaneous and 
provisional accounts are grou.J>t:d under . this 
heading. It includes 0.1 mllhon bohVIanos 
rediscount liability in 1929 . 
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BRAZIL. , 

Introductory Note. 

The Banco do Brasil, the leading bank in Bra2il, 
is a State-controlled institution combining central 
and commercial banking functions. It does an 
unrestricted business with the public, but also 
rediscounts . for other banks under normal 
conditions. Since the end of 1931, it bas bad a 
monopoly of transactions in foreign exchange.
Its right of note-issue bas, however, been taken 
over by the Treasury with the proviso that it 
may maintain 170 million milreis of its notes in 
circulation. The Banco do Brasil, being chiefly a 
commercial bank, is included in the official banking 
statistics which comprise all national banks and the 
Brazilian branches of all foreign banks. operating 

in the country, and form the basis of the summary 
table here presented. 

In a report submitted to the Brazilian Govern
ment in July 1931, Sir Otto Niemeyer'recommt'nded 

- the establishment of an independent central bank 
with 'sole right to issue notes. The Banco do 
Brasil was to . be relieved of its central banking 
functions, and to continue functioning as a com
mercial bank. Although, as stated above, the 
right of note issue was taken away from the 
Banco do Brasil, no central bank has so far been 
established. · 

The following statement gives an idt'a of the 
relative importance of national and foreign banks 
,in 1932. · 

Milreis (ooo,ooo's) 

NATIONAL BA.l'I'KS F OR.&IGN BANKS ALL BANKS 

Cash ............. . 
Bills di.scoonted and bought. • 
Loans and advances . • • . 
Investm ... ta and oecarities • 

Capital paid up • • • • • • 
~ . . . . . . . . . 
Sight depmta • • • • • • • • 
Time or bed depmts • • • • • • , 
Savings aa:onnts • • • • • • 

Amount 

1,029 

•.68s 
3,8Q6 

340 

7•6 
610 

J,521 
1.343 

400 

56 
8S 
77 
83 

The balance-sheet summary is based on the 
official banking statistics (Movimento Bancario} 
published annually by the Bureau of Commercial 
Statistics of the Jllinistry of Finance. These 
Tt'ports do not COil.tain profit and loss accounts. 

The official banking statistics cover all commercial 

Amount 

816 
459 
885 
70-

138 
17 

1,311 

358 
110 

% 

44 
15 
23 
17 

16 
3 

26 • 

23 

22 

Amount· 

1,845 
3.144 
3.781 
• 410 

864 
6•7 

4.73• 
1,001 

510 

%-

100 

100 

100 

100 

100 
100 
100 
100 
100 

banks operating in the country, but the actu;tl 
number of these institutions is not stated'; nor is 
the .n~J!Dber of branches and agencies given. The 
statJsbcs are prepared from obligatory returns which 
the bail.ks submit to the Ministry of Finance on a 
common standard form. 

Balanee-sheeL Sumllll&l')'. 

I. Cash. 

The sums under (a) do not include the gold 
reserve held in the note issue department of the 
Banco do Brasil. This reserve, which was lent to 
the bank under a special convention in ICJZ3, was 

1925 

Bank and State nota . . 682 
Ba'"n-a with Baaco ~ B.,;.;j . . . 203 

Total . . . . . . . . . 885 

.taken over by the Government when the Treasury 
assumed responsibility for the note issue in 1931. 
See note to group 10 below. 

The sums shown under (b) are composed as 
follows: 1 

Milreis (ooo,ooo's) 

1929 1930 1931 1932 
• 

1,369 - 896 925 1,029 
•64 •so 373 814 

1,533 1,148 1,198 1,843 
-
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BRAZIL. COMMERCIAL BANKS 
. 

· ·Table.29 (a). 

ACCOUNTS· 

• 

Number of : Banks . . . . . • . . . . . . 
Branches and Sub-Branches . , . . . 

AssETs.· 
I. Cash. . . . . , . . . . . . . . . 

(a) Gold, silver and small coins • . . 
(b) Bank notes, State note!! and balanceS 

with Central Bank . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . · 
3· B1lls discounted and bought . . . . . . . . 

(a) Treasury bills . . . . • . . . . . . 
(b) Commercial bills, Inland . . . . • . . . 
(c) Commercial bills, Foreign . • . . . . 

4· Investments and Securities. . . . . , . . . . 
(a) Government . ~ · . . . . . . • . 
(b) Other ...............• 

5. Participations. . . . . . . . . . . • . . 
6. Due £,om Banks (Correspondents) . . . . . 

(a) At home. . . . . . . . . . , . , . 
(b) Abroad . . . . . • . . .•. ' .. 

7. Loans and Advances. . . . . . . . . . . . . 
(a) On current account . . , . 
(b) Others. • . . . . . . . . . . . . . 

8. Cover for Acceptances. . . . . • . . • . . . 
9· Premises, etc. , . . . . . . . . . . . ··. . 

10. Sundry Assets . •.. . . . . . . . . . • . • . 
II. Total Assets . . . . . . . . . . . . . 

LIABILITIES. 

12. Capital paid up. . . . . . . 
13. Reserve Funds • . . . . . . . . . . . . 
14. Profits and Loss. undivided Profits, etc. . 
15. Cheques and Drafts, etc., in circulation 
16. Due to Banks (Correspondent&) . . ." . . . . . 

(a) At home. . . . • • . . . . , . . . . 
(b) Abroad . . . . . . . 

17. De~ts . . . . • . . . . . . . . • . 
- (a) Current accounts . . . . . . 

(b) Savings accounts . . • . • . • . . . . . 
(c) Time or fixed deposits ....•.... 
(d) Other deposits . • . · . . . . . 

18. Rediscounts . . ' ' . . · .: . . . . . . . 
19. Acceptances and Endorsements. . •..... 
20. Sundry Liabilities. . . . . . . . . . . . . . 
21. Total Liabilities. • . • • . • . . • • • . 

22. Value of currency in cents of a U.S. dollar at 
the end of each year. . . • . • • • . . . . 

SUMMARY OF POSITION AT THE END OF: 

885 
147 

2,351 

- . 

320 

470 
123 
347 

1,876 
1,876 

1,577 ----
7,633 

595 
335 
20 
47 

417 
9% 

325 
3,661 
%,4%0 

3%0 

921 

2,558 
7,633 

1930 1931 

Milreis (ooo,ooo's omitted) 

1,550 1,164 1,228 
17 16 30 

I ,533, 
204 

3·070 

254 

677 
108 
.S69 

3,588 
3 • .s88 

851 
509 

21 
45 

706 
78 

628 
5.925 
3.487 

12,330 

. 352 

66J 
88 

.579 
3,69o 
3.690 

2,816 
11,499 

788 
562 

25 
34 

685 
74 

611 

5.731 
2,8.s6 

394 
2,481 

3.674 
11,499 

• 

401 
73 

328 
3.6og 
3,609 

11,897 

848 
587 
39 
49 

402 
86 

316 
5.962 
3.490 

451 
2,0%1 

4.010 

11,897 

14.2 I II.3 6.2 

1932 

410 

45!) 
98 

J61 
3.781 
3.781 

-
13,314 

864 
027 

35 
285 
91)1 
872 
119 

6,843 
4·73% 

!JIO 

t.6ot 

3.669 
13,314 

7·6 
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2. OtMr Items of• CIISA N111ur1. 
This item consists of funds " at call " in other 

banks. 

192S 

Bills diocountcd • . . . . 1,989 
Bills receivable for own account : 

Inland . . . . . 247 
Foreign . . . . 115 

T<>tal . 2.351 

7· LoaNS and Advances. 

According to the nomenclature adopted in the 
official statistics, practically aU the loans of the, 
Brazilian banks would appear to be granted in the 
form of current account advances. In fact, a 
considerable proportion of the sums shown represent 
long-term credits. 

In addition, some banks grant mortgage loans 
against the issue of mortgage .bonds. But as these 

. 

' 
. I92S 

A..sea in liquidation • • • • • • za 
Mortgage loans • • , • • • • JOl 
Net balaace of collection guarantee 

and safe deposit accounts • . 
Attonnts of Note Issue Department of 

158 

j8J 
713 

Bauco do BrasiL • • • • • • 
Otber accounts • • • • • • • • • 

---'-"--
Total • • • • • • • • • '·517 

. 20. SNndry liabilities. t i 

3· Bills discounted and bortghl. , , , , . 
The composition of the sums shown in this 

group of the summary table is as follows:" 

Milreis (ooo,ooo's) 

1929 1930 1931 1932 

2,488 2,272 2,284 2,916 

' 429 . 274 196 ' 217 
s8 tl ISJ 73 -

3.070 2,619 2,538 J,144 

operations do not fall within the field of commercial 
banking proper, mortgage loans and corresponding 

, bond issues, which as a rule are handled by separate 
mort~age departments, have been included under 
sundry assets and liabilities in the summary table. 

IO. Sundry Assets. 
' ' .-. • -. ' ! . 

The sums shown ill thl', table are composed as 
follows : . , 

-
Milreis (ooo,ooo's) 

1929 1930 1931 .. \ 193~ 

29 so '99 66 
l,o8J 965 1,256 J,6to 

- 318 100 275 

353 53 54 -
1,524 1,4JO 1,988 1,610 

2,987 2,816 3.557 3.561 

The sums shown in the table are composed as follows : 

Milreis (ooo,ooo's) 

1925 1929 
. 

1930 ' 1931 .. 1932· 

)lortg;lge bonds . . . . . . . . . 405 943 973 1,275 846 ' 
Net _balance of branches and agencies '. accounb . . . . . . . . 29J 642 870 491 333 Net balance of collection guarantee 

and safe deposit accounts . . . . - 209 - - -Accowlts of Note Issue Department of ' Banco do BJ:Uil • • • • • • • • 673 715 170 . 170 170 Otber accounts • . . . . . . . . 1,187 l,f64 J,66J 2,074 2,320 
Total . . . . . . . . 2.5;8 •4.273 J,674 4,010 J.669 • 



CHILE. 

Iutroduelol')' Nol.t>. 

The introductory note on Chilian banking 
published in .the first edition of ~his Memorandum 
contains a summary of the banking legislation of 
1925, to which reference should be made. The 
relative importance of foreign banks in the Chilian 
banking system as measured by their share in the 
total balance-sheet of all private joint-stock banks 

' 

was roughly the same in I932 as that shown for 
1929 in the special statement there published. The 

. attached summary table is based on the last 
periodical census of bank accounts of each year 
(falling as a rule in November) as published by the 
" Superintendencia de Bancc'>s 'I in the special 
series,; Resumen de los Ban cos del Pais ". ' 

Dalanee-sheet Summa!')'. 
I. Cash. 

The sums given under (a) include ~old and token coins as below: 

Pesoo (ooo,ooo's) 

' 1926 1929 1930 1931 , 19J2 

' Gold . . . . . . . 14 II 12 6 II 
Tokcu coins '· . . . .. . . . 5 3 3 • 6. ' 

.Total . . . . . 
' 

. 19 14 15 8 ·17 

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

... ... 

' 1926 

:I Bank-notes • . . . . 
•33 Balances with Centl'al Bank. . . 

Total . . . . .• ·I •33 

z. Othel' Items of a Cash Nature. 

The composition of this item is as follows : 

. .. 

1926 . 
. · 

Foreign bank-notes . . . . ... 18 
" Exchange" (canjes) • . . . -

Total . . . . . . ' 18 . 

The second item preswnably represents cheques 
on banks abroad. 

4 and 5. Securities arstl Participations. 

The commercial banks do not practise partici-

Poooo (ooo,ooo'af 

19:Z9 1930 1931 19]2 

71 65 
I 

g6 147 -81 51 75 138 

152 . Il6 171 •85 

Pesoo (ooo,ooo's) 

1929 19]0 19]1 19]2 

25 16 9 ·9 
39 30 II 21 

64 46 .. 27 . . ... JO. 

pation in industrial or other business undertakings. 
The figures for Government securities also include 

municipal bonds. The greater part of " other 
securities " has in recent years consisted of shares 
in the Central Bank of Chile, as shown below ; _ 



CRU.F.. COMMERCIAL BANKS Table 30 (a). 

• · SUIDlARY OF POSITION AT THE END OF: 

· ACCOUNTS 

'1929 1930 1931 1932 

1-~'------------------------~l-~---r-~-J---~-,----~-----J 
25 !'lumber ol Banl-s • • • '. • • • · • • • • • • • 1----· 

AssETS. ' 

I. Cash. .. • • . • .• • • • • • • • • • . . . • 
(•) Gold, silver and small coins ••..•• 
(b) Bank-notes, State notes and balances 

with Central Bank • • • • . • . . . 
2. Other Items of a Cash Nature . . . . • • . • 
J. Bills discounted and bought. . . . . . . . . 

( •) Treasurv bills. • . • • . • • • . . . . 
. (b) Commeicial bills, Inland . . . . . . . 

(c) Commercial bills, Foreign ••..... 
-1- Investments and Securities. . . • . . • . . 

252 
19 

233 
18 

.373 

'3ZS . 
.. 8 

189 
93 

. 96 
(•) C7overnrnoent •..•.••..•.•. 

- · (bJ _Oth_er ••• • • · -. · • · · • · · • · 
:;. Particrpations. . • • • . • • • . • • . • • . 
6. Due from Banks (Correspondents).. . . . . . 209 

(•) At home. . • . . . . . . . . . . . · 30 
(b) Abroad • . . . . . • . . . . . . . . 179 

1· Loans and Advances. . . . • . . • . . . . . 1,089 
(a) On current account . . . . • . . . . . 6 54 
(b) Other •.•.•.• ·-·- •..• ~ .. .. •. • 43S 

8. Cover for Acceptances, t>tc • . • . • . • . . . 64 
9· Premises, etc. . . . . . . . . · · · · · · . 77 

Io. Sundry Assets • • . . • • • • • • •• ·• • •. 525 
l-=-"-=-"--1 

II. Total Assets . . . • . • . . • . . . . . . . 2,796 

LIAIIILITIP.S. 

IZ. Capital paid up. . . • . . . . . • . . . . • 
I3. Reserve Funds . •• • . . . . . • . . • . . . 
14- Profit-and-Loss Accounts, Dividend Accounts, etc. 
IS. Cheques and Drafts, etc., in circulation . • • • 
I6. Due to Banks (Correspondents) . . . • . . . . 

(a) At home. . . • . . • . • . . . . . . 
(b) Abroad • • • . • • • . . . . . . • 

17. Deposits . . . . • • • . • . . . . . . . . 
(•) Current accounts and sight deposits ..• 
(b) Savings accounts. .•..••...•. 
( r) Tune or fixed deposits . • . . . • • . . 
( 4) Other deposits.. • • . . . • • . . • . 

IS. Redi!COUnts and other Borrowings •.•..• 
19- Acceptances and Endorsements, etc. . • • . • 
20. Sundry Liabilities. • . . . .- • • • • • . . . 
21 Total Uabil. 't' • llea~- •••••••• •••• 

22. Value of curreney in cents of a U.S. dollar at 
the end of each y'!&l'. • • • • • • • • • • • 

388 
179 

II 
205 

33 
. 172 
I,263 

724 
14 

525 

2,796 

12.1 

23 23 22 

Pesos (ooo,ooo's omitted) 

166 
14 

152 
64 

495 

462 
33 

129 
r6 

113 

151 
14 

137 
1,II8 
. 578 

540 

94 
8o 

422 
2,719 

423 
215 

18 
158 

6 
JS2 

1,276 . 
5U 

41 
709 

13 

47 
95 

487 
2,719 

12.I 

131 
IS 

116 
46 

374 

355 
19 

129 
14 

· liS 

113 
II 

102 
I,l56 

635 
521 . 

95 
8s 

301 

2,430 

36 
132 

8 
lZof 

I,II9 
434 

47 
630 

8 
29 
93 

377 
. 2,430 

l2.I 

179 
8. 

• 155 
5 

120 
32 
88 

101 
IS 
86 

1,037 
450 
587 
67 
go 

121 

1,902 

420 
204 

II 

46 
15 
Jl 

go6 
400 

13 
490 

3 
8o 

: 63 
172 

1,902 

l2.I 

22 

302 
,17 

28s 
30 

129 

124 
·s 

125 
2S 

100 

87 
II 

76 
x,os6 

433 
623 
45 

100 
144 

2,018 

14 
75 

7 
68 

1,043 
6o1 

439 
3 

13 
46 

230 

2,018 
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. 
. 1926 

Shares in Central Bank , . . 39 
other shares and bonds: 
Securiti .. in possession of ;. suP.,rin: 

52 

tendencia de Bancos.. . . . . . 5 
Total . . . . . . .. . 96 

6. Due from Banks. 

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

. 
(a) 1dV4fiUS 010 Cu"ettl .Account. 

1926 

' 
II• ""'io...U &111TI...,: 

Against II<ICUrity ·• , , . . . 232 
Without special security . . . . 21> . 444 

I• foreir• .. ,.....,,. 
Against lleCurity • . . . . . . 63 
Without special security • . . 147 

210 
Total (a) . . 6S4 

(b) 01/tw LH,.. aftd .A dvi&JfCIS. 
1926 

1-<HI,.. i• ""'io...U ~,..., : -
Against security . 238 
Without specialoecurity • . . 6o 

298 
u.. ... ;,. ,,.,;,. &,. • ...,: 

Against ~eeurity . . . . . . . j6 
Without opecial security • 21 

57 
' 

Credits to directon and stall • . 25 
Othlr loans . . . . . . 5S 

8o 

Total (b) - 435 . . . 
' Grand total . . . . 1,089 

Tltnwf: 
In national currency . . . . 822 
In foreign currency • . . . . . 267 --- --

8. C011er for Accepta~es, elc. 

The sums given in this group of the summary 
table represent documentary credits (Documentos 
por boletas de garantfa) in respect of which the 
banks act as intermediaries for their customers by 
lending their guarantee. The liabilities thus 
incurred are shown in group (19) of the table. 

r 

Pesos (ooo,ooo's) 

1929 1930 1931 
_, 

1932 - -
62 65 6.! 6j 
42 42 20 33 

9 8 4 4 
113 115 88 100 

7· Loans and Advames. 

The detailed composition of the sums shown i~ 
given below : 

Pesos (ooo,ooo's) 

1929 1930 1931 . 1932 

245 231 162 136 
205 194 149 119 
450 425 311 2 55 

73 Ul 33 . so 
55 89 100 128 -

u8 210 139 178 
578 635 450 433 

Pesos {ooo,ooo's) 

1929 1930 1931 1912 

322 300 301 293 
93 93 104 104 . 

415 393 405 397 

24 26 21 •5' 
10 13 22 37 
34 39 43 62 

22 24 20 5 
69 65 119 159 
91 89 139 16.! 

540 5•1 587 623 
1,118 1,156 1,037 1,056 

956 907 855 816 
162 249 182 240 

10. Sundry Assels. 

The sums given in this group of the summary 
table include, inter alia, various expenditure 
accounts and certain other accounts repl't'Senting 
nominal assets for which no details are shown in 
the statistics. 



CHILE 
' 

11 and 21. ToUl Asuls llftl LidiliiUs. 

Collection accounts and other" comptes d'ordre ". 
are emuded from the balance-sheet proper in the 
official statistics. 

14- Profolllftl lAss artJ DittUleU Accot~nls.' 

Tbe balance of these accounts is not shown sepa
rately in the official balance-sheet summaries, but 
is included in sundry liabilities- · · · 

1926 

Sisht deposits (less than 30 days) : 
Ia aatioaal aatftiiCJ. . . . . . . 577 
Ia tomgn cmreacy • . . . . . . 147 

Total (•) . . . . . . . 724 
Se:rinp IICOCIOlllts in ua tioaal currmcy 

(II} . . . . . . . . . . . . . . 14 
Tune deposits (moJe than 30 days) 

lD aatioaal aatftiiCJ • . . . . . . J71 
Ia lamp cmreacy • . . . . . . 154 

Total (e) . . . . . . 525 ' ~deposits in mtiooal currency 
(«) . . . . . . . . . . . . . . -

GlaDd total . . . . . . 1,263 
r-...,: 

lD -tioaal Cllrnuc:y • . . .. ... 962 . . . 
Ia fomgn CIUftiiCJ • . . . . . . JOI 

. .. . .. . 
llost of the savings deposits in the country are 

held by the National Savings Bank, which also 

S4'ft•Ge DEI'OSJft 

E .. o•: 

· · 16. DU8 lo Batiks (Correspoflllmts). 

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

17. Deposits. 

Sight deposits iriclude deposits on less than one 
month's notice. The official statistics distinguish 
between deposits in national and in foreign cur
rency. The figures are as follows : . 

Peooo (ooo,ooo'l) · • • 

... 
1929 1930 1931 1932 

- ... .. . - - . . -· -

464 JBl JJS . . 530 
48 52 b§ 7f 

. 

512 434 400 001 

41 47 13 - . 
§82 485 JOO J07 
121 145 IJO IJ2 

709 6]0 490 439 

'3 8 3 3 
1,275 1.119 go6 1,04J 

1,100 . . 921 . 712 840 
175 •98 194 20J 

' . 
holds considerable amounts of other deposits, as 
will be seen from the following comparison : 

Peooo (ooo.ooo'o) 

SJGIIT D&I'OSITii Tsu D&POUTS 

GRAND 
Satioaal eom.n.. ou-

credit 
Natioaal Commer- Natioaal Commor· 

5mD&S cial 
ilatitu· 

Total Savinp cia! Total Savin go cial Total TOTAL 

Bank baoks 
tioao 

. 
1926 • . . . . . . 96' 14 6o 170 
1929 • . . . . . . 221 41 9 271 
19JO . . . . . . . 220 47 • 275 
1931 . . . . . . . •s• 13 I 6 177 
1932 • . . . . . . 192 - 1 i 199 

The share of tbe National Savings Bank in total 
deposits as shown above was about 30 per cent in 
193Z· 

18. Acupt.a""" liM Erulorsemmt., de. ~·. 

Tbe sums given in this group of the table repre
~ent tbe liabilities arising from the documentary 
credits referred to in note (8) above. 

Bank banb Bank banks 

•14' 724 888 6o' 525 s8s 1,643 
201 512 7'3 61 722 790 1,781 
175 434 6og 71 361 445 1,329 
132 400 532 61 493 J61 1.270 
193 6ol 794 59 442 SOl ' '-494 

19. Suradry Liabilities. 

The sums in this group of the summary table 
include, inter IIlia, interest and commission accounts, 
inter-branch accounts and various other accounts 
representing nominal liabilities. They also include 
a small amount of mortgage bonds. · 

1 
lacladmc deJ-ita of tbe S.Yinp Bank of Santiago tu'-quently abtoorbed by National Savin .. &i•k•: 

dao&nbu- bot•- •cbt aGel time depooita estimated. o-



COLOllBIA. 

Introductory Note. 

The present organisation of the Colombian 
banking system dates from 1923, when a general 
banking law was passed in connection with the 
currency reform and the establishment of a central 
reserve system largely modelled on the United 
States Federal Reserve System, the member banks 
being shareholders of the Central Bank, the Banco 
de Ia Rept1blica de Colombia. (For a summary 

of the main provisions of the banking legislation, 
see the introductory note given in the first edition 
of this memorandum.) The commercial banking 
system comprises II domestic banks (with 
40 branches) and S foreign banks (with 22 branches), 
the latter accounting in 1932 for some 40 per cent 
of the joint balance-sheet. ·. : 

Balanee.:shee~ Summary. 

I. Casl1. 
' . 1 . ' _/ . ' < • ' 

The sums shown under this heading in the summary table are composed as follows : 

End of June 
1925 

Gold coins, bank·notes, State notes, ' other currency , • • . • • • 7·8 
Cash held in savings departments 0.2 

Total . . . . 8.0 

Reserve balances with Banco de 'Ia 
Rep6blica . > . . . . . . 1.2 

'Grand total ' ) ' . . . . . g.:z' 

' The gold included in the first item above in 1929 
and subsequent years amounted to 1.9, 1.8, 1.8 
and o.oi .million pesos respectively. 

3· Bills lliscouKled and bought.· 
-

The official statistics make no distinction between 
discounts, loans and advances, nor is Government 

· paper shown separately from commercial paper. 
Distinc,tion is made, however, between paper eli· 

. gible fo,r rediscount at the Banco de Ia Republica 
and non-eligible paper. Only the former category 
is shown under discounts in the summary table, 
while the second, which may also include a certain 
proportion of bills, is given in group (6) (Loans and 

, Advances) of the table. Rediscounts at ~he Banco 
·de Ia Republica are maintained in the balance

sheet proper, and are shown separately both under 
assets and •· liabilities. Consequently, they are 
included in groups .(3) and (18) of the summary 

Pesos (ooo,ooo's) 

1929 19]0 1931 19]:0 

. ' 
1·~ 4·8 ].7 .. 1.2 
0.9 1.0 1.8 ... 1.6 
8.1 s.s S·S a.a 

' .. 
s.o 3-4 H 1o.s 

13.1 9·~ 9·~ IJ.J 

table. The composition of the sums given under (3) 
is shown in detail below : 

. Pesos (ooo,ooo's) 

. 
Bills eligible for rediscount . 

End of June 
. 

Actually 
red is· .Other Total 

counted 

. • 
'' ' '19:] 1925- . 4-7 xs.o 

1929. . . . 1J.7 -41·9 ss.6 
1930. . . IJ.O ' 33·9 46·9 
1931. . 

\ 
. 14·4 24.1 JB.s 

19J2. . . . .s.s. 1].2 2J.O 

Foreign bills are not shown separately in tht• 
official statistics. Paper discounted for specula
tive business or for purposes of permanent invest
ments is not eligible for rediscount at the Banco de 
Ia Repi1 blica. 



COLOliBll. COMMERCIAL BANKS Table 31 (a). 

SUMMARY OF POSITION 
AT THE END OF JUNE: 

AC.COUNTS 

Number of Banks .. . . . . . 

.. -

17 . 

1930 

16 16 
. 

ASSEts. Pesos (ooo,ooo's omitted) 

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

Bank. . . . . . . . . . • • • • . . 
2. Other Items of a Cash Natwe. . . . . . . . 
3- Bills discounted and bought • . . . . . . . • 

(a) Treasury bills. • . . . . . . . -. . . . 
· (b) Commercial bills, Inland. . . . . . . . 

(c) Commercial bills, Foreign· . . . . . . 
4- lnve:;1ments and Securities. . . . . . . . . • 

( •) Government . . . . . . . • . . . . . 
(b) Other . . . . • . . . • . . . . . . . 

S· Participations. . . · ; - . ~ . · . . . • . · · · ·· • . 
6.. Due from Banks (Correspondents). . . • . . . 

(•} At home. . . . . . . . . . . • . • . 
(b) Abroad • . • • . . • . • • . • • . • 

1· Loans and Advances. • • . . . • . . • • . . 
( •) On cunent account . . . . . . . . . . 
(b) Other • . . • . • . . . . . • . . · . 

19-7 

6.9 

3-3 o., 
2.8 

2~-4 

13.1 9-2. 

12.1 13.1 

. .. --- ···- -·· 
6.9 7-0 
0.6 o., 
6.3 6., 

45-9 39·3 

8. Cover for Acceptances. . . . . . . . . . . . - 6.7 4.6 
9· Premises, etc. . . • . . . . . . . . . . . . 2.7 3·4 . 4·8 

10. Sundry Assets • • • . . . . . . . . . . . • t-;10;-.6;;----(-~4:-::·6;-1 6. 2 

IL Total Assets • • . . . . • • .. . . . . . . . 74.8 148.3 131.1 

LIABILITIES. 

12. Capital paid up. • . • • • • . . . • • . . . 
I]. .R.eser-v-e Fullds • .. ... -··· • -!. ... .. • • • • • • 

14- Profit-and-Loss, Undivided Profits, etc. . • . . 
15- Cheques and Drafts in cin:ulation • . • • • • . 
16. Due to Banks (Correspondents) . • . . • . • • 

·(•) At home ••••••• t ••••••• 
(b) Abroad • • . • , • • . • • .. . • • • 

17. ~ts.. . . . . . . . . . . . . . . . . .. ' 

15-3 
5·4 
I.I 

0.9 

0.9 
36·7 
26.9 

1.2 
8.6 

. 24-7 . 
II.2 
2.3 

10.4 

13·6 
so.8 

6.2 
16.6 · 

24.8 
12.8 

2.0 

14-3 

14-3 
54·8 
33·3 
6.s 

15.0 

9-2 

·-. 

8.0 
0.7 
7·3 

40 .. 8 

2.8 
6.0 
6.2 

116.l 

u.6 

11.6 

53-2 
27.0 

8.2 
18.o 

1933 

· 16 

I3.J 

23.0 

17-5 

3·5 
o.6 
3.9 

34-4 

0.5 
4-2 
8.0 

104.4 

22.5 
10.3 
0.3 

•. 8 
55·3 
31.8 

1·S 
16.0 

(•) Current accounts ••.•.•• ; . • ._ 
(b) Savings accounts • . • • . • • . . • • 
(c) Tune or fixed deposits . • • • • • . • • 
( tl) Other deposits • • • • • • • . • • . • 

I8. Rediscounts and Other Borrowings • • • . • • s.6 14-5 13-3 14-7 S.x 
19. Acceptances and Endorsements. • • . . . • • - 6.7 4.6 2.8 0.5 
20. Sundry Liabilities. . . • • • . . • . • • • • 9.8 4-9 4·5 3.2 2.6 
21. Total Liabilities. . • . . • • • • • • . . • • 1 ~7~4,-;.8:--l-;-14-;;8:;-.3:;-l-c1:-:3;-:1-:.1:--l --::-:11;';6-:.l;:-l ~1 0::-::4:-:.4:--l 

22. Value of cunency in cents of a U.S. dollar at 
tbe end of each year. • • • • • • • • • • • 97·3 97·3 97·3 ' 96.6 



COLOMBIA 

4 and s. Investments and Securities; Participations.-

The composition of the aggregate sums given in the summary table is shown below ; 

End of jUDe 
192, 

Ordinary investments : 
Shares in the Banco de Ia Rep6-

blica • • • . • . • • • . • . 2.0 
Other securities • • . • ." . • . 3·6 

Total . . . . 5.6 

Investments of savings department! • 
Thereof investments of " immediate 

1.3 

convertibility" . . 
Grand total . . . . 6.9 

The banks do not participate directly in 
commercial and industrial enterprises. 

7. Loans and Advances. 

As mentioned in the note to group (3) above, the 
sums given in the present group of the s11p1mary 
table may include a certain proportion of bills not 
eligible for rediscount with the Central Bank which 
are not shown separate! y in the official statistics. 

8. C011t:l' /or Acceptances, etc. 

Since :r929, the official statistics give separate 
figures under assets showing " Customers' Respon
sibility " for letters of credit, acceptances and gua
rantees as follows : 

P01011 (ooo,ooo's) 

End of jUDe 
1929 1930 1931 1932 

-
Letters of credit. . . 4-7 2.4 1.7 0.4 
Acceptances and gua-

ran tees. . . 2.0 2.2 :I.:I O.:I --
Total. . . . . 6.7 4·6 2.8 o.s 

In 1925, these items are included in loans and 
advances. 

, 9· Premises, ek. 

The official statistics subdivide this item into 
- bank buildings, other real estate and furniture, etc. 

The book value of the real estate not used for the 
business of the banks amounted, in June J9J2, to 
I. a milli~n pesos. 

P .... (ooo,ooo's) 

1929 1930 1931 1932 -

4-8 5-0 4-9 5·0 
1.3 1.9 •·4 5·7 
6.1 li.9 1·3 10.7 

6.0 6.2 7·4 6.8 

(H) !5·5l . (6.5) (6.2) 

12.1 13.1 14-7 17-5 

:ro. Sundry Assets. 

The sum shown for :r925 includes mortgage loans 
to the amount of 8.1 million pesos, the whole of 
which had by 1929 been either liquidated or 
transferred to the institutions specialising in this 
business. Bills unpaid which likewise are included 
in this group rose in amount from 1.4 million pesos 
in :r929 to 6 millions in 1932. . _ 

ii and 21. Total Assets and Liabilities. 

Collection accounts and other comptes tl'ordre are 
excluded from the balance-sheet proper in the 
official statistics. ., 

:r6. Due to Banks (Corresp_ondents). 

Sums due to domestic banks are not distinguished 
from ordinary deposits. Sums due to foreign 
correspondents as given in the official statistics 
include the banks' liabilities for letters of credit, 
acceptances and guarantees. As stated in fhe note 
Jo group (8) above, these items are shown separately 
under assets since :r929. In constructing the 
summary table, therefore, an amount equal to 
the sums thus shown under assets has been deducted 
from foreign correspondent creditors since 1929 
and carried to group (19) of the table. 

:r7. Deposits. 

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

JD, 



COLOMBIA 

' 
Poool (ooo,ooo .. ) 

' 
bdGIIJ,_ 

' 191] . 1929 1930 19]1 19]1' 

(•) SiP* deposita : 
41-7 z6.8 u.s •9·3 Ia aaa-1 cunmey . . . . 2).1 

Ia otlB' cauaw:its . . . . . 3·· 9-1 6.s 4·5 •·S 
Total sight deposits . . . 26.9 so.8 33·3 27.0 31.8 

(I) SaYinp deposita . . . . . . . 1 . .1 6.2 6., 8.2 7·' 
(c) T- deposita: 

Ia aaa-1 currency . . . . 6.6 14-7 u.s 14-6 IJ.7 
Ia otlaer C1llftDCies . . . . . 2.0 1.9 3-S H •·3 

Total time d"JK~Sita . . . . . 8.6 16.6 IS-O ll.o 16.o 

Grand total . . . . J6.7 13·6 54·· . Sl·• 55·3 

18: Retlis&o»Ns .U Otlur Bomnri11gs. 

Under this heading ue given the redisc:OWJts of 

· the commercial banks with the Banco de Ia 
Republica and their other borrowings from that 
bank as follows : · 

bdGIIJ-
1925 

Rod' mls with the Banco de Ia 
IUp-'blica . . . . . . . . . . . 4-1 

Otller bouuwiap from the Banco de 
... Repo;blica . . . . . . . . . . 0.§1 

Total . . . . ... . . .. s.6· 

19- A~ ll1fll E~. 

See DOtes to groups (7). (8) and (16) above. 

Peooo (ooo,ooo'sj . -
1929 1930 . 1931 19]2 

13-7 13.0 14-4 s.a 
' o.a 0.] 0.3 - •·3 

14-5 13-3 14-7 8.& 

20. SWtdry Lillbililies. 

The sum shown for 1925 includes mortgage bonds 
to an amoWJt of 6.1 million pesos. Since 1929." the 
commercial banks no longer handle mortgage 
credits (see note to group (Io) above). 



ECUADOR., 

lntroducto11 Note. . 

' The present organisation of the commercial of Finance, whose fwlctions are to supeiVise all 
banking system in Ecuador is of very recent origin, banks and other institutions habitually accepting 
dating from the visit of Professor Kemmerer to that deposits, extending credits and dealing in domestic 
country in 1927, and the passing of the General · ann foreign exchange. The authorisation of the 
Banking Law in September of that year. Many Superintendent is required for the establishment of 
banks carried on operations before 1927 ; but they branches at home and abroad. The law lays down 
were subject to little regulation. A · large muumum capital requirements for commercial 
proportion of their resources 'were devoted to banks ; these are 1 million sucres in cities of So,ooo 
currency speculation, and their loans showed little inhabitants or more and soo,ooo sucres in smaller 
turnover, consisting · in large part of capital places. The capital of foreign banks may not be 
participations in the firms to which they were less than that of national banks operating in cities 
extended. of the same size ; and, in general, their legal 

With the re-organisation of the banking system obligations are assimilated to those of the national · 
in 1927, the right of note issue, previously enjoyed institutions. The banks are forbidden to make 
by all the banks, was concentrated in the Banco advances on the security of their own shares, 
Central del Ecuador ~ and a clear distinction was . though they may take them as additional cover for 
made between commercial banking activitie!> and advances already granted. At least 10 per cent 
the other forms of banking in ·which the banks of net profits must be transferred to reserve fwlds 
formerly engat.ed. The commercial banks were each year until the latter are 25 per cent of paid
permitted to organise mortgage, savings and trust up capital. Tht commercial banks are required to 
sections, but the}' were required to keep the keep cash reserves of 25 per cent and 10 per cent 
accounts of these sections separately from those ' against sight and time deposits respectively. Cash 
of their commercial banking section. At the ~nd . res;erve5 consist of Ecuador gold coins, notes of the 
of 1932, there were only five institutions in Ecuador .. Banco Central and deposits with that institution, 
whose activity wa5 entirely devoted to commercial and silver and subsidiary coin to the extent of not 
banking ; the other 'seven banks included in the more than 10 per cent of minimum legal reserves. 1 

attached summary table for that year also operated Corresponding cash ratios must be held against 
mortgage and/or savings sections.· Until recently ·deposits payable in foreign currencies, but the 
the most important of the commercial banks banks' own sight deposits abroad may be regarded 
was the Banco del Ecuador, which accounted for as cash reserves for this purpose. The· paid-up 
about one-third of the total balance-sheet of the capital and re~;erve fwlds of the commercial banks 
commercial banks in 1930. This bank. however, may not be less than so per cent of liabilities to the 
went into liquidation in 1931. One of the most public. The commercial banks and commercial 
important commercial banks in the country is sections of other banks are authorised by law to 
now a foreign institution, the Anglo-South · make advances on mortgage or other security. 
American Bank. Mortgage loans may be made for five years, but 

Branch banking is as yet little developed : at · · the currency of all other loans may not exceed one 
the end of 1930, only two of the commercial banks year. No bank may invest more than Io per cent 
had established branches. As the official statistics of its paid-up capital and reserves in mortgage 
do not distinguish clearly between the accounts of bonds issued by a single institution nor more than 
the mortgage sections of commercial banks and .~o per cent in mortgage bonds in general. The 
those of the commercial banking sections, the banks may also hold bonds issued by their own 

· former are included in the snmmary table and mortgage sections up to 20 per cent of their paid
shown separately, where possible, in the detailed up capital and reserves. They are _ further 
notes. The purely mortgage banks, the most authorised to hold stock in the Banco Central del 
important of which is . the Banco. Hipotecario Ecuador, and to receive custody deposits. No 
del Ecuador, organised in 1928, are, however, commercial bank may direct!}' or indirectly make 
excluded. advances to a single individual or fum in excess of 

The law of 1927 provided for the nomination of 10 per cent of its paid-up capital and reserve funds. 
a Superintendent of Banks, attached to the Ministry except where the advances are secured by bills of 

. I By an amendment to the law pasoed in November 19,10, the banks weno autborilod to keep 5 per ceot ol their lep1 
caob reservoo against si&ht depa.ita in oational curreacJ in the fonn olaiiht depoooitl abroad. 
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exchange. c:onunercial paper or guaranteed notes, behalf of a sulgle individual or corporation may 
in 11-hich case the limit is raised to 20 per cent. not exceed 10 per cent of the . banks' paid-up 
The banks may not take more than 10 per cent of . capital and reserves, and total acceptances may 
the share capital of other banks as security against not exceed the banks' paid-up capital and reserve 
loans. nor may their total holdings of the shares funds. 
of other banks exceed 10 per cent of their own Official half-yearly balance-sheets· of all the . 
paid-up capital and reserve funds. This restriction banking institutions operating in Ecuador are 
does not apply to shares taken as additional . published annually both in the 1"/orml of the 
security for debts p~eviously conmcted. Loan.~ Superitllewlmcia tU Bat~CCs and in the Boldin !11 
to directors or other persons connected with the HaciefuLI. The figures for 1927 and 1928 are 
banks are limited to J,ooo sucres, unless special published in less detail than those for more recent 
approval is obtained from the Board of Directors. years ; moreover, though they exclude the Banco 
The banks may ac.:ept bills and letters of exchange Central and the Banco Hipotecario, they appear 
drawn against them of a maturity not greater than to include other mortgage banks and are therefore 
m months, arising out of the production, transport, not strictly comparable with those for 1929 and 
import and export of goods. Eills accepted on subsequent years. 

Balanee-sheei Summary. 

I. C41Si.. 
The amounts shown under (a) consist of gold 

- only 1-J,ooo sucres at the end of 1932 - and 

1927 19::8 

other metallic currency. Those shown under (b) 
consist of notes of the Banoo Central del Ecuador 
and deposits with that institution, as follows : 

Sucres (ooo,ooo's) 

1929 1930 1931 1932 

Notes of Banco Central. . . . 6.1 5·7 1 4·2 3-5 2.0 J.2 
Deposits 1rith Banco Central. . 5-6 5-4 

Total. . . . . II.7 11.1 

• , ..... in, llldallic c:arn:acy - obowD .epuatloly in 

:a.. · OtJur Ie- of• Cas4 Nat~~r1. 

This acoount consists of ~t deposits wi~ 

1927 1928 

Sight deposits with other banks. 3-5 2.3 
Foreign c:mrencies • . . . . . - 0.1 

Total. . . . . 3-5 2-4 

3- BilU tlisanmtel ~fill bought. 
• Domestic discounts were not shown &eparately 

from loans and advances before the publication 
of the first IqXllt of the Banking Superintendent 
l'eferring to 1929- Amounts r.bown under (a) 
since that year consist of billa eligible for rediscount 
with the BaDco Central; amounts shown under (b) 

- 1927 1928 

Mortgage bood3 of c..tl)er banks. . - 1.2 
Sbarts of Banco Caltral • 2.6 . . . 3·5 
Other~. . . . . . • . 6.3 2.2 

Total . • . • • 8.9 6.9 

4-0 . 3·9 1.8 10.2 
8.2 7·4 . 3·8 13-4 

192& 

nati;nal banks other than the Banoo Central and 
holdings of foreign banknotes and metallic 
currency. 

Sucres (ooo,ooo'a) 

1929' 1930 1931 '1932 

0.4 . 0.9 O.J 0.4 
O.I O.I 0.1 -
0-5 1.0 0.4 0.4 

represent discount. of bills payable in foreign 
currencies.. For rediscounts, see group 19. 

+ lMutments atul S«tWitiu. 

The suma shown under (b) are composed as 
followt: 

Suaa (ooo,ooo'a) 
' 

1929 1930 193'1 1932 
2.1 1.4 1.2 1.2 
3-5 J.1 2-4 :2.4 
0.6 1.9 I.J 1.:2 
6.:2 6.4 4·9 •. 8 

' 
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ECUADOR. COMMERCIAL BAKKS. Table 32 (a). 

\ SUMMARY OF POSITION AT END OF; 
• ACCOUNTS 

' 1927 1928 1929 1930 1931 1932 

- • Number of Banks. . . . . . . . . . . . " . 2f - 16 I4 12 12 
--

' 
ASSETS. Sucres (ooo,ooo's omitted) 

I. Cash. . . . . . . . . . . 12.4 11.1 8.8 8.5 3·9 13-5 
(a) Gold, silver and small coins. . . . . . . 0.7 - 0.6 1.1 0.1 0.1 
(b) Inland notes and balances with Central 

Bank . . . . IJ.7 11.1 8.2 7·4 3-8 13·4 
2. Other Items of~ Cash Natu~e: . . . . . 3·5 2.4 0.5 1.0 0.4 0.4 
3· Bills discounted and bought. . . . . . . . . 1.5 1.8 13-9 15.1 10.1 II.7 

(a) Treasury bills. . .. . . . . . . . . - - - - - -
(b) Cernrnercial btl.ls, inland . . . . . . . - - 12.8 14.0 8.2 10.8 
(c) Commercial bills, foreign . . . . . . 1.,5 1.8 1.1 I.J 1.9 0.9 

4· Investments and Securities. . . . . . . . 9·1 7·0 6.3 6.5 5-0 4-<l 
(a) Government . . . . . . . . . . 0.2 O.J 0.1 o.J 0.1 0.11 

(b) Others . . . . . . . . . . . . 8.9 6.9 6.2 6.4 4·9 ... 8 
5· Participations . . . . . . . . . . . - - - - - -
6. Due fJOID Banks (Correspondents) . . . . . 4·0 4·8 4·0 3·0 -2.0 0.3 

. (a) At horne. . . . . . . . . . . - - - - - -
(b) Abroad . . . . . . . . . . . 4·0 ... 8 ... 0 3-0 2.0 0.3 

7· Loans and Advances. . . . . . . . . 78·5 8s.6 43.1 39-3 31·5 3!.6 
(a) On current account . 

' 
. . . . f . - - - - - -

(b) Other . . . . . . . . . . . - - - - - -
8. Cover for Acceptances . 0.3 - . 0.4 0.4 0.5 o.8 . . . . . . . . . 
9· Premises, etc.; . . . . -· . . . . 5-0 4·9 3·6 3·8 3-0 4·2 

10. Sundry Assets. . . . . . . . 1.2 r.o 0.7 o.g o.8 0.7 
II. Total Assets . . . . . . . . . . . . . . 115.5 118.6 81.3 78.5 57.l 68.1 

LIABILITIES. 

12. Capital paid up . . . . . . . . . . . . . . 24:4 32.1 21.1 20.9 16.3 16.2 
13. Reserve Funds . . . . . . . . . . . 12.0 II.g 7·8 3·7 3·7 3·9 
·14. Profit-and-I.oss Accounts, Undivided Profits, etc. - - - 1.6 0.9 0.9 
rs. Notes in Circulation . . . . . . . . . - - - - - -
r6. Cheques and Drafts in Circulation . . . . . . - - - - - -
17. Due to Banks (Correspondents) . . . . . . . . . 3·6 3·6 2.8· 41 3·1 3-9 

(a) At horne . . . . . . . . · . . . . . 2.8 - - - - -. 
(b) Abroad . . . . o.8 - - - - -. . . . . . . . 

r8. Deposits,. . . · . . . . . . . . . . . . . . 38.6 37·9 34.1 33-0 19·3 30·4 
(a) Current accounts and sight deposits . . 30·3 29-7 24·3 22.1 12.6 24-9 

(b) Savings accounts . . . . -· - - - - -. . . . . . 
(c) Time deposits. , . . . . . . . . 6.9 6.6 6.,5 7-2 4·7 .5·4 

(d) Other d~its ~ . . . . .. . . . . 1.4 J.6 3·3 3·7 2.0 o.J 

19. Rediscounts an Other Borrowings . . . . 34.1 32.2 14-5 14.1 13.1 II.7 
20. Acceptances and Enrlorsernents . . . . . 0.3 - 0.4 0.4 0.5 0.8 
2t. Sundry Liabilities. • . . . . ... . . . 2-5 o.g o.6 0.7 0.3 0.3 

... T ot.I ""bili ""· . . • . . . . . . . . . . r "~ 118.6 81.3 78.5. 57.l 68.1 

23. Value of currency in cents of a U.S. dollar at 
' :zo.o r6.o end of each year. . . . . . . . . . . . . . 20.0 :zo.o 20.0 20.0 

' . 
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Ordinary domestic; correspondent accounts are 
pesumablv included under sight deposits in 
domestic banks, as shown in the note to group :11 

above. Balance of inter-branch &CCOJlllts are 
included among sundry assets (group 10 below). 
1be amounts shown under (b) are cl~ in the 
official statistics as deposits in foreign banks. 
l"ndel" the law of 1927. they may be regarded as 

cash reservt'S agairu:t deposits in foreign currencies, 
and by an amendment of 1930, to a limited extent 
also' as cash reserves again~t depodts in national 
currency. 

1927 1928 -

loans made on security of one 
signatme. .. u.S -. . . . . . 

Loans made on secm'ty of two 
« moce signatun>s. . . . . . 18.2 34-5 

Collater.llloans • •• . . . . . . 5·0 3·3 
llortgage loans • . . . . . . 43-S ~ 47·8 
Sbort-period loans. . . . . . - -
Other loans not eligible for 

redi<:count . . . . . . ~ -. 
Total . . . 78-5 85.6 

It will be observed that the grouping of loans is 
different in 1927 and 1928 than in the later years. 
Tbe apparent decline in the total of loans after 
1928 is partly due to the fact that the figures for 
the earlier years cover certain institutions not 
subsequently included ; it is also partly due, 

7· LCHlff.< liM Adii<IHft'.S. 

·The classification of · loans and advances is 
shown below : 

Sucres (ooo,ooo's) 

1929 1930 • 1931 1932 

I 

- - ~ - ' 

' 
.. 

- - - .. -
- - - -

13·9 13·9 I 14.2 13.1 
8.0 7-4 5·7 5-S 

21.2 18.o. u.6 . 13.0 . 

43.1 39·3 I 31-5 31.6 

however, to the writing-off of bad and doubtful 
loans which was made at the instance of the 
Superintendent of Banks. 

9· Premises, etc. 

-
Sucres (ooo,ooo'a) -

- 1927 . ,1928 1929 1930 1931 1932· 

Buildings. . . ' . . . . . . . . 1.7 1.7 
F III'Ditme. . . . . . . . . . 0-4 o.6 
Other real estate . . . . . . 2.9 2.6 

Total . . . . . g.o 4·9 . 
10. s-Py Assets. 

' 
UDder this heading are grouped the balance of 

. 
1927 1928. . 

Balana of intn-branch account.~ O.I -
Other accounts due in sucres. . 0.7 I.O 
Other a«ounts due in foreign 

cmreocies . • . . . . . . . 0-4 -
Tutal . . . . . 1.2 1.0 

II and 12. ToW A.sutufUl Llll bilitU.. 

Em11fiinc unpaid capital and rompta tl' twtlre. 
Tbe decline in the total balance-sheet after 1928 

2.9 J.I 2.5 3·7 
0.7 0.7 o.s o:s 
- - - -

I 3-6 3·8 J.O 4-2 

inter-branch ll.ccounts, and other accounts due in 
national and foreign currencies, as folloW'S : 

Suers (ooo,ooo'a) 

1929 1930 1931 1932 

- - · o.I o.I 
o.6 o.g 0.7 ' o.6 

O.I - -. -
0.7 0.9 0.8' 0.] 

is explained in part by the exclusion of certain 
banks as from 1929, and in part by the liquidation 
of old accounts incidental to the re-organisation of 
the banking system. 
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• 

12 and 13. Capital and f?.eseroe Funds. for foreign correspondents in that year includes 
The amounts shown under this heading since 0.5 million sucres overdraft with foreign banks. 

1929 include, in addition to the statutory reserves, The composition of the amounts shown for other 
11 ts f ial . . years is as follows : sma amoun o spec reserves agamst contm· 

gencies (see note to following group). The decline· · 
in capital and reserve funds since 1929 is partly 
due to the writing-off of bad debts required by the 
Superintendent of Banks (see note to group 7). 

14. U ntli11itletl Pro fits, etc. 

Shown separately .only since 1930. It would 
appear that these were included in the statutory 
reserve fund before that year . 

. ' 
17. Due to Banks (Correspondents). . . 

Amounts due to banks at home and ab"road are 
shown separately only in 1928. The sum shown 

' 1927 I 1928 

1929 I 1930 I 1931 I 1932 

Due to banks 
at home and Sucres (ooo,ooo's) 

abroad . . . . 1.6 3·0 1.0 
.. 2.8 

Overdrafts with 
foteign banks . 1.2 1.1 Z.I 1.1 ---Total. . 2.R 4·1 3.1 3-9 

18. ·Deposits. 

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

,. 1929 I 1930 I. 1931 I 1932 

Sucres (ooo,ooo's) 
Public. . . . . . . . . . . 30.1 28.6. .. 23-9 21-9 12.4 .124-7 
Government . . . . . . . :0.2 1.1 

·Total . . . . . 30-3 29-7 

Other deposits ( tl) consist of deposits in foreign 
currencies. 

19. Retliswunts and Other Borrouoing_s. 
. This item consists of rediscounts with the Banco 

1927 ' I 1928 

Rediscounts with Banco Central. 2.1. ! Rediscounts with other domestic 4-0 
banks • 0.1 . . . . . . . . . 

Rediscounts abroad . . . . . . 0.2. 2.0 . 
· ' Total rediscounts . . . - . . 3-0 6.0 

1\-~ortgage bonds outstanding . 31.1 26.2 

Grand Total ' 34.1 32-2 • • . . . . • 
' 

21. Sundry Liabilities. 
Sundry ·liabilities consist of unearned interest 

received, balance of inter-branch accounts and 

0-4 0.2 0.2 O;Z 

24-3 22.1 12.6 24-9 

Central, other domestic banks and foreign banking 
institutions, and of mortgage bonds issued by the 
mortgage sections of the commercial banks. 
outstanding at the end of each year under review, 
a.~ follows : · 

I 1929 I 1930 
'I 

. 1931 . I 1932 

\ 
(ooo,ooo'al Sucres . 

l 3-4 z.g z.6 z.o 

O.I . 0.3 o.t O.J 
0.2 o.z o.I -
3-7 3-4 2-7 2.3 

10.8 10-7 10.4 9·4 

14-5 . 14-J: 13.1 II-7 

other accounts payable in sucres and foreign 
currencies, as follows : 

1927 I ·1928 I 1929 I 1930 I 1931 I 1932 

Sucres (ooo,ooo's) 

Unearned interest received • . 0.4 0.3 .03 0-3 0.2 0.2 

Balance of inter-branch accounts. - 0.2 o.I O.I - -
Other accounts payable in sucre$. - 0.2 C.1 o.I O.I -
Olher accounts payable in foreign 

O.I currencies . 2.1 0.2 O.I 0.2 -. . . . • . . . 
Total . '• . . . 2-S o.g 0.6 0-7 0.3 0.3 



MEXICO. 

Iutroduetoq Note. 

The :Mexican c:ommercial banks, which are The latter body, created under the banking law of 
subject to strict regulations regarding, i'llld Glic, 19z4 was alone empowered to authorise the estab
liquidity requirements. withstood successfully the ~ent of new banks and revoke the licences of 
economic difficulties of the years under review. existing ones; it was requir~ to approve of capital_ 
In I9J:r, a serious crisis occurred, currency panic issues, to fix from time to tune the cash reserves 
leading to extensive withdrawals of deposits, to be held by the banks against deposits and, in 
especiallygolddeposits. Onlyoneimportantbank, general, to supervise the application of the new 
however, was obliged to close its doors as a result code. Foreign banks were subjected in general to. 
of this crisis and, from the statistics of important the same regulations as national institutions, but 
individual banks. it 'WOuld appear that the banking were forbidden to accept savings deposits, to issue 
position has since been greatly strengthened. mortgage or cash bonds or to act as trustees. A 

A series of laws passed i1L193I and 1932 consider- fourth law (August 193z), aiming at developing the 
ably modified the organisation and operations of domestic market for securities and other forms of 
Mexican banks.1 The first of these, the Currency paper, regulated the issue and status of credit 
Law of July I93I· abolished the internal instruments. 
convertibility of the peso into gold, made silver In consequence of the reorganisation of the 
the sole metallic legal tender, and broadened the banking system, the summarY statistics for 1932 
basis for- the note-issue by the Banco de Mexico. are not comparable with those for previous years. 
The second. passed iD April 1:932, required the With the introduction of the new banking code, a 
Banco de lfexiro to give IJP its ordinary commercial number of new banks were established and existing 
banking business and confine itself to the normal banks transformed; Several firms included in the 
opentions of a cential bank of issue. It further statistics for the years 19~5-1931, which were not 
associated the commercial banks of the country " credit institutions " under the terms of the 
with the Banco de Mexico by requiring those which banking law of' 1932 - the old " assimilated 
aaEpted sight deposits to purchase shares of that institutions " and othel: firms not exclusively 
Bank, or to make a special deposit with it, to an · engaged in banking business - were omitted from 
amount oot less than 6 per cent of their paid up the statistics for the end of }:932- Moreover, the 

' capital and reserves and to maintain a deposit with commercial banking business of the Banco de 
the Bank equal to 5 per cent of their outstanding Mexico, which is throughout excluded from the 
sight deposits. The third Uune 1932) regulated summary table, had by that time been taken over 
the organisation of " credit institutions ", in large measure by other banks.• 
P£escribed in detail the scope and nature of their The division of the banks by categories in 1925, 
opentions and those of other financial institutions 1929 and 1932 and the relative importance of the 
and extended the powers of inspection and control balance-sheet. totals of each category were as 
exercised by the Natioual Banking Commission. follows : · · 

·- Jpzj -- . . - 19JZ . 
. 

' l!~ CIB J le~i "l J ~=~ -~~ .Lj Lj 51!~ "- I 81!.., iL, I go 
;z: A ,u· ;!'; A l!"ii ;z: ~i s "-o 

~ 

lllodwlial mod agricaltaral bub. 
- ---~ 1:1 16 61 lnd111trial and agricultural banb. 11 56 

Faaip bub . • . • • . • • • 
. 

. - 3 5 25 •t and diacount banb • 
Dop.t mod ~Dt baJlb , • , ~~ banb ••••••• 

. • . 19 13 . 5 2 6 
Baakin11 mu. . 25 . . . 21 -

~ . ,. ,. . . . . . 42 21 9 ational banka ~ • • • . • 
A •mAted imt.ituti,... 

. . 8 10 . . . . . 6 s ~ 

Old boaa o1 iooae • . - . . . . . 24 63 - - Total. . . . • . . . 48 zoo 
Total. --. . . . . . 12 zoo 53 zoo • 

.. Tioe IIMicJ&-. evioel Ill an. ada ) ~ tbe t. force wue tbe Banlnng Law of November 1924 (oummarilod 1a the Jut edition of 
1 See.~ del r--.;.- "'of Aa«-t 1?25 .~eating the Banco de Mexico. 

-,., de AdiiWllluacibll , of the Banco de Mexico, 1933-
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MEXICO. COMMERCIAL BANKS Table 33 (a). 
' 

. SUMMARY OF POSITION 

ACcOUNTS 
AT END OF: 

. 
ICJZ5 19Z9 1930 1931 1933 

' 
\ I 

Number of Banks. . . . . . . . . . . . . . 72 53 56 ss 48 

AssETs. Pesos (ooo,ooo's omitted) 
I. Cash. . . . . . . . . . . . . . . .. . . 51-7 54-5 71.8 JO.O 62.1 (a) Gold, silver and small coins. . . ' . . . . , 48. I 50-5 63·5 z6.8 37·4 (b) Bank notes, State notes and -balances 

with Central Bank. . . . . .. . . . . . 3·6 4-0 8.3 3-Z 24.7 
2. Other Items of a Cash Nature . . . . . . . . 2.6 8.J 6.7 3-5 5-9 3· Bills discounted and bought. . .. . . . . 54-2. 92-4 95·9 41.6 46·9 (a) Government bills .. . . . . . . . . . - - - - -(b) Commercial bills, Inland . . . . . . . . . - - - - -(c) Commercial bills, Foreign 

. . . . . . . . - - - - • -' 4· Investments and Securities. . . . . . . 64·5 31.6 30.8 18.9 21.4 
(a) Government . . . . . . . . . . ., - - - - -
(b) Other·. . . . . . . . . . . . . ·- - - - - - -

5· · Participations. . . . . . . . . . . - - - - -
6. Due from Banks (Correspondents). . . . . . . 39·3 49·9 25.1 29-4 18.7 

(a) At home ......... , 
20.0' . 19-9 9-8 5.8 6.8 . . . . . 

(b) Abroad . . . . . . . . . . . . . . . 19-3 30.0 15-3 23.6 JJ.9 
7· Loans and Advances. . . . . . . . . . 224-5 130.8 126.9 135-8 115-7 

(a) On ~urrent account . . . . . . . . . 20.7 37-1 44·5 33·3 33-9 
(b) Other . . . . . . . . . . . . . . . . 203.8 93·7 82 .• 1oz.5 8!.8 

8. Cover for Acceptances. . ·• . . . . . . . . - - - - -
9· Premises, etc . . . . . . . . . . . . . . . . 23-3 24.1 24.2 17-5 20.5 

10. Sundry Assets . . . . . . . . . . . . . 70:6 23-9 35-5 31-9 29.2 
11. Total Assets . . . . . . . . . . . . . . . 530.7 415.5 416.9 308.6 320.4 

- . LIABILITIES. 
12. Capital paid up. . .... . . . . . . . . . 147·1 100.9 100.6 98.6 95·8 
13. Reserve Funds ~ . . . : . . . . . . . . . . 66.3 28.1 21.6 19-9 14.6 
14. Profit and Loss, Undivided Profits, etc. 

-. . . . - - - - -
IS. Notes in circulation . ; . · . . ; . . . · . . . . 48·9 11.2 5·5 5-5 5-2 
16. Cheques and Drafts, etc., in circulation . . . . 25-5 I4-7 5-2 5-0 4·8 
17. Due to Banks (Correspondents) . . . . . . . . 10.2 11.8 12.0 7·7 '11.9 

· (a) At home. . ••.... . . . . . . . 3-6 10.1 8.6 z.o 8.2 
(b) Abroad . . • . . . . . . . •. . . . . 6.6 1.7 3·4 5·7 3·7 

I 8. Deposits • . • . . . . . . • . . . . . • . . 146·9 218.5 243-2 I45·4 162.1 
(a) Current accounts and sight deposits. 135-Z 175-6 I 183.0 103.0 BS-2 . • 

· (b) Savings accounts . • • ·. • • • . . . . - - - - -
(c) Time deposits. • .•...•.. . . . JJ.7 42-9 60.2 43·4 26.9 
(d) Other deposits . . . . • . . . - - - - -. . . . • 

19. Rediscounts and other Borrowings . . . . . . 3·6 8.2 7·8 5·5 14-5 
20. Acceptances . . . ' . - - - - -. . . .... . . . . . . 
21. Sundry Liabilities. . . . • . . . . . . . . . 82.2 22.1 21.0 21.0 u.s 
22. Total Liabilities. . . . . . . . . . . . . 530.7 415.5 416.9 308.6 320.4 

23. Value of currency ill cents of a U.S. dollar at 
the end of each year . . . - . . . . . . . . 49·8 49·8 45-5 3!).0 J2.0 

I 
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Tht- compos-ition of the old banking groups was Credito Agricola and the Banco de Trabajo, 
desaibtd in the last issue of this memorandum. · are of importance. The former industrial and' · 
J'be< llf'W item " National Banks " n•pfl>so•nts banks a.,"'ficultural banks (batteos refaccioMrios) and the 
0~~ •·hich the State has direct control through former deposit and discount banks shown for 1932 
majority fl>prest'ntation or through veto on are not entirely comparable with the corresponding 
the ~'ns of thdr boards and ass.·mb!it'5. groups shown for previou~ yt•ars. 
Only hro of these banks, the Banco Nacional de 

{St:>tes on ~in items not dealt with below are 
gn'l'n in the previous edition of this memorandum.) 

I. C..A. 

The composition of the mt>tallic' cash holdings of 
the banks since 1929 is shown below : 

1919 1930 1931 1932 

Gokt • • • • • • • • • • )0.2 27.1 3·7 2.2 
Sil9W aacl small caim. • • 20.3 36.4 23.1 35.2 

1--"-·1-''--''-
T~ • • • • S0·.5 63.5 z6.8 37-4 

The drop in the banks' gold holdings in 1931 was 
a result of the currency panic in the summer of 
that Jt2r and the subsequent abolition of the 
domestic convertibility of the peso into gold. 

4 and 5-I~~ Seewities: Pllrlici~~-
The ~n of the sums shown in the summary 

t.ble between " approved " securities (see note in 
last edition) and other investments is given below : 

• • r• - - ' r 
r 

Pam (ooo,ooo's) 

·~s 1929 1931 1932 
~ 

App;uwed wscwiti&. . . . 9-4 6.s 6.6 ··3 
Otba- itneatwila • . . . SS·• 25.1 12.] 13.1 

Total. . . . 64-s 31.6 18.9 21-4 
. 

6. Due fr011J Battlu (Corresporulems). 

The 5Uil\5 shown for doiJlf'Stic correspondents (a) 
are rompo!ied of sight deposits which the banks 
make in other banking establishmt>nts, and balances 
which arise •ith other banks in the course of current 
account transactions as follows : 

Pe.o. !ooo,ooda) 

~~s 1929 1931 1932 -- - -,_-book depoeitll. • • ·I <f-2 7-1 5-3 s.6 
Beh " due tro. bub . 15.8 .... o.s 1.2 

Total. . . f20:0 19-9 , .. 6.8 

-
The sums shown for foreign correspondents (b) 

are descrihl"d in the official statistics as " assets 
hf'ld in fort"ign banks " ; balances in (nrt>ign banks 
considered " first class " by the National Banking 
Commission may ·be counted as cash rPserves 
against sight dt>posits in national currency. (From 
1925 to 1931 inclusive, not more· than ont>-third of 
the statutory cash reserves might be constituted by 
such balances.) · 

7. LMns awl A tlvatteeS. · ' ! 
' 'I.; 

The sums given under (•) in the summary 
table include, in addition to advances which are 
distinguished in the official statistics as credits on 
current account, those granted against collateral 
and advances made to the Federal Government as 
shown below for the years 1925, 1929, 1931 and 
1932: -, Peoao (ooo,ooo'o) 

~~s 1~9 1931 1932 
-- - - --

On c~t ..:Count. . . . 6.1 .. , z.s 2.0 
Against collateral. . . . . 14.6 z6.o 28.3 31.0 
To Federal GoVfli1Uilellt. . - 2.6 2-5 o.g 

Total (a) • --------. 20.7 37-1 33-3 33·9 . 

. In the same years the composition of the sums 
g.ven under (b) was as follows : . · 

. \ ~. 

P .... (ooo,ooo'o) 

. 1925 1~9 1931 i9J2 -- - -
I. Promotioa loau. . • . . ..s 15-2 15·5 9-2 
2. Sundry debtara • . . . 21.6 6o.8 77-7 66.4 
3· Othe&' Joan.. ' . . . . - 1.2 1.0 o.g 

· Total 1-3 • -- - --. 31-4 77·2 94-2 76.s 
Subfect to mon.toria : .. ' 

4· " Coootitutional Goveru· 
meat" debt. . . . 3H 0.) - -5· Other old Joana • . . . 138"1 16.2 __!1. 5-3 

Total 4·5 - --. ' ~ 16., ~ .5·3 
G.-and total (6) • -203.8 93·7 102.5 81.8 

·. For details regarding the ~pe of 'uu: various 
tte011 shown above, see the previous issue of this 
memorandum, . . . . · . .. . . 
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to. Sundry Assets. 

The sums shown in this group of the summary ; 
ta~le are composed of mortgage loans and 
miscellaneous accounts in the following proportions: 

Pesos (ooo,ooo's) 

'' .. 
193 .. '19•5 1929 1932 - -----

Mortgage Joana. . . . . 1·1 16.3 14.6 12.9 
Miscellaneous . . . . . 6J.s 7·6 17-3 16.) 

Total. -- --. •. ' ·70-6' 2).9 31-9 .2g.2 

. ' 

Mortgage .loans . extended by mortgage OO:nks 
(excl':'d.ed from t.he summary table) declined from 
26 million pesos m 1925 to 14 millions in 1929 and 
less than. II millions in 1932. There was thus a 
considerable contraction of the total volume of 
such loa~;~s in the period considered. A decree was 
issued in August 1932 establishing a national 
mortgage bank, the Banco .. nacional hipotecario 
urbano y de Obras publicas. The capital of this, 
institution, which opened in February, 1933, was 
subscribed by the State and important credit 
institutions. · 

. 12 and 13. Capital and Reserves . . 

In the case of foreign bankS, only the capital 
assigned to the branches in Mexico is included. • 

15. Notes in Circulation. 

The figures shown in the summary table include 
the unredeemed notes of those banks of issue which 
were transformed into l>anks of deposit and discount · 
or industrial and agricultural banks under the 
banking law of 1924., ' 

' ' ' 

16. Cheques and Drafts, etc:, ·in CirculaliotJ. 

The sums shown under this heading in the 
summary table consist of '' provisional bonds and 
certificates " (see. note in the last edition of this 
memorandum) and cash bonds issued by the 
industrial and agricultural banks, as follows : 

Pes01 (ooo,ooo's) 

1929 19]0 1931 193• - -- - --
Provisional bonds . . 13·• 3-7 4·0 4-2 
Casb bonds . . . . . . '·5 '·5 J.O 0.6 -Total. . . . 14-7 s.z s.o 4·8 

17. Deposit.~. 

: 'the detailed composition o~ deposits is shown 
below : 

l'osco (ooo,ooo's) 

•9•5 1929 19]1 1932 --~ -- --
A. Sight depooits : 

In national currency. 97·3 123.5 62.) 97-5 
In foreign cunency . 30·4 35-• 31-3 26.4 

·Total. --. "1·1 158.7 93-8 123-9 

B. Undrawn balances of 
current aeeount ere-
dits opened . . •·4 ··4 0.2 0.5 

· Sundry eteditors 5-1 14-5 8.0 10.8 
Total. -- ----. . 135·• 175-6 102.0 135·• 

c.· Time depoaits : 
. In 02tional currency. 8.1 34-1 22.9 20.3 

. In foreign currency • 3·6 8.8 20.5 6.6 
Total·, -- -- - -. . . 11.7 .42-9 43·4 z6.g -- - ----Grand total ; · . 146·9 2J8.,s 145·4 IM.l 

. 

In 1929, 1930 and 1931, gold and silver sight 
deposits were shown separately as follows : gold 
deposits, 63.7, 61.6 and 1.0 millions ; silver deposits 
59.8, 11·7 and 61.5 millions. By the currency law 
of 1931, the banks were authorised to repay 70 per 
cent of their outstanding gold deposits in means of 
payment other than gold. 

21. Sundry LiabilitieS. 

· Under', this heading are grouped accounts 
classified in the official statistics as miscellaneous 
liabilities and the creditor accoWJts of the old 
banks of issue, of which moratoria have been 
declared (see note in previous edition of this 
memorandum).· · A third ·account, the balance of 
old unredeemed Federal notes and of provisional 
bonds and certificates, is included in 1930 and 1931. 
Separate figures for these various groups are given 
below: 

P .... (ooo,ooo's) 

1929 1930 1930 1931 1932 - - - - -
Federal notes, etc. . . . - - 2.2 0.1 -
Miscellaneous liabilitiell • . 31-7 1,5-3 14.1 1,5-9 11.2 

.. Old accounts ". . . . S0-5 6.8 4·7 s.o 0.) --- -- -Total. . . . 82.2 22.1 21.0 21.0 u.s 

By the banking law of 1932, the right to issue 
cash bonds against time deposits was extended to 
all credit institutions other than 1oreign banks. 

The miscellaneous liabilities include, in addition 
to transitory accounts, the profits of the hanks, 

·which are not shown separately. 



PERU. 

ln&rodncWJ No&e. 

The chief banking events In Pl!ru since the last 
issue of this M--.,. have been (1) two 
devaluations of the currency and final suspension 
of the gold standard ; (2) the establishment of an 
agricultural bank, the Banco Agricola del Peru, 
in August 1931 ; and (3) a reduction in the number 
of coiiUIIercial banks. 

The Pl!ruvian currency was devalued in February 
1930, when a _new unit, the gold sol, of a par value 
of $o..4o American currency, was adopted. The 
profits accruing from the devaluation were applied 
by the Government to the repayment of bank debts. 
The sol was again devalued (to the rate of $(u8) 
in April 1931. Part of the revalorisation profits 
were turned over to the newly created Banco 
Agricola del Peni, and additional capital was 
subscribed by the Government. In May 1932, 
the gold standard was suspended and the exchange 
value of the sol declined further. 

The Banco Agricola was, as its name suggests, 
established for the porpose of making loans to 
farmers. At the end of September l:932, the total 
paid-up capital of this institution amounted to 
10 million gold sols ; its loans were slightly less than 
S million sols and it held 6 millions in the form of · 
deposits in other banks. 

The number of commercial banks operating in 
Peru has been reduced through failures and 
amalgamations. ' In Qctober 1930, the Banco del 
Peru y I.ondres suspended payments, and there 
was a banking moratorium until the end of the year. 
By the end of 1932, the number of banks for which 
regular returns are published had fallen to nine, 
including the Caja de Ahorros de Lima (which is 
included throughout in the summary table). 
Foreign banks account for a high proportion of 
total commercial ban king business in Peru. 

Since the end of 1931. the Superintendencia 
Bancaria has published at different dates during 
the year, and at the end of rach year, the banks' 
balance-sheets in a more detailed form than that 
previously used. The figures shown for 1931 
and 1932 in th_e attached summary table are 
consequently not entirely comparable with those 
given in the previous years. The detailed notes 
which follow refer only to 1931 and 1932 ; the 
composition of the various items in earlier years 
may be judged on the basis of indications given 
in the previous issue of this Memorandum. 

Balauee-th~et Summa!')'. 

L Cala.. 

The following is the mmposition of this item : 

Sols (ooo,ooo's) 
' 

1931 19.]2 

Gold . . . . . . . . . . . 2.9 3·8 
Silver, nickel, etc. . . . . . 1.2 0.8 

Total I (11) . . . 4-I ... 6 

Sole$. . . . . . . . . . . 7-0 S.o 
Balannos with Central Bank . 6.J 5-2 

Total I (b) . . . IJ.J IJ.2 

2. Otlter ltmu of• CIISh Nlllure. 

t" P to 1930, this item consists of foreign notes 
and coins ; since 1931, it inclwles as well small 
balancea due from other banb. 

J.. Billr tlii«<UJ&ld 111Ul bought. 

l"ntil I9JI, no distinction was made in the official 
ltatistica bet~ inland and foreign bills ; nor 

were rediscounts shown separately. Since that 
year, the detailed composition of thA! bill portfolio 
has been as follows : 

Sols (ooo,ooo's) 

1931 1932 

Treasury Bills : 
Discounted .• . . . . . ...6 ... 8 
Rediscounted. : . . . . . 6.1 

Inland Bills : 
Discounted •• . . . . . ' 29.6 27.6 
Rediscounted. • . • . . . 6.s O.J 

Foreign Bills : 
Discounted. , . . . • • 3·3 20.1 

-Bought • . . . . • . . . 0., O.I 
Rediscounted. , . • • • . - It.o 

t Discounts • , • . 38.o 52.6 
Total Rediscounts • • . 6., 17-4 

Net bill portfolio . 31.5 35-2 . 
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PERU. COMMERCIAL BANKS Table 34 (a). 

SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 

Number of banks .. I I 0 I 0 I 0 + 0 I 0 

-~-:-:5- -~-::-q-·-U--I-::-o-1--I:-:-I -1 0~ 
ASSETS. 

I. Cash. . . . . . . . . . . . . . 
(a) Gold, silver and small coins . 
(b) Bank-notes, State notes and 

. . . . . 

. . . . 
balances 

with Central Bank • . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . . . 
3· Bills discounted and bought . . .· . • . • 
· (a) Treasury bills . . . . . . . . . . . . 

(b) Commercial bills, Inland ....•... l 
(c) Commercial bills, Foreign . _. . . • . . 1 

_4· Investments and Securities. • . . . . . . . -, 
(a) Government • . • . • . . . . . . . . 
(b) Other ...••.. '· ....... 1 

5· Participations. • • . • . . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home. . . • • • • . . . 
(b) Abroad •..••..••. 

7. Loans and Advances. • • • • • . . . . . • . 
(a) On current account • . • . . • . . . . 
(b) Others ..•••...•.•....• 

8. Cover for Acceptances . . . . . . . • . . . 
9· Premises, etc. . . . • . • • . . . . . . . • 

Io. Sundry Assets . • • . . • • . . • . . . . • 
. . . . 

Peruvian pounds 
(ooo,ooo's) 

'2.4 
O.J 

2.1 

8.J 

8.3 

'2.7 

J.l ·. 
1.0 

2.I 

8.2 

o.s 
2.8 

28.0 

2.7 
O.J 

2.4 

8.o 

8.0 

J.6 

-' 
2.4 
0.4 
2.0 

10.0 

o.B 
3·7 

31.l u. Total' Assets • • . . • . . . . • • . 
1---1 

LIABILITIES. 

I2. Capital paid up. . . . . • . . . . . . . 
I3. Reserve Funds . • • • . . • • . . . . . . . 

-I4. Profit-and-Loss Accounts, Dividend Accounts,etc. 
IS. Cheques and Drafts, etc., in circulation . 
I6. Due to Banks (Correspondents) . • . . . . . . 

(a) At home; • . . . • • . • . . . . . . 
(b) Abroad . . . . . . . . . . . . . • 

I7• Demi~u:rr~nt ~c~u"nt~ ~d slght ·d~ts : : : 
(b) Savings accounts . . . . . • . . . • . 
(c) Time or fixed deposits . . . • . . . . . 
(d) Other deposits . . . . . . . . . . . 

IS. Rediscounts and other Borrowings • . . . . 
I9. Acceptances and Endorsements. • ........ . 
20. Sundry Liabilities. . . . . . . • • • . . • • 
21. Total Liabilities. . . • . . . • • . . . . . • 

22. Value of currency in cents of a U.S. dollar at 
the end of each year. . • • • . • . . . • . 

1.0 
1.0 

16.1 
7.r 
1.9 

6 ... 
0.7 

28.0 

395·0 

17.2 
8.8 
2.3 

· S·3 
o.8 

6.1 
31.l 

400.0 

IS.S 
O.I 

55·7 

Sols (ooo,ooo's) 

17·4 
4· I 

SS·7 I 

I3·3 
0.4 

38.o 
4·6 

29.6 
.J.8 

17·3 
I.s 

IS.8 

J2.l 

20.0 
3·9 

I6.I 
. 76.:1 

221.8 

44-7 
12.3 
4·9 

3·9 
3·9 

I20.I 
H·I 
I6.3 

43·3 
6 ... 

35·9 
ll1.8 

30·3 

14.1 
I.4 

12.7 
80.2 
S7·4 
22.8 

5.8 
17·5 

190.7 

' 

19·4 
0.2 

I9.2 

103·4 
so.s 
18.3 
34·3 
\0.] 

6.5 

19·4 
190.7 

~8.o 

13.2 

0.4 
52.6 

... 8 
27.6 
20.Z 

9·7 
0.1 

9·6 
81.7 
S7·9 
23.8 

4·5 
2J.3 

207.9 

25·9 
13.0 
1.3 

23-7 
o.8 

22.9 

102.6 
· 53.8 
20.~ 

a8.s 
o.a 

24.0 
207.9 
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Before 1931 foreign bills bought were included 
UJkkr w due from banks abroad " in group (6) of 
the summary table. . _ 

4- ltu · ,.,. .U S«wities.. . . 
The sums shown under (•) include municipal 

securities ; the composition of those shown under 

xo, SUf~My Assets. .. _ ... 
Since 1931, the details of this account have 

been as follows : . · 

. . Solo (ooo,ooo's) 
' .. 

1931 1931 

t•J is giwn below: 1 , -
Sols (ooo,ooo's) 

1931 1931: 

Shares of Central Bank . . . 1.8 1.7 
Other shares. . . . . . . . g.6 12.6 
Securities in savings depart-

ments. •. . . . . .. - . . •·3 -
Securities pledged with 

Banking Superintendent. - 0.1 0.2 

Total. . . . . . xs.8 x•-s 

6. Dw fro- Bllllks. 
Amounts shown in the summary table as due 

from banks at home before 1931 represent balances 
due from the clearing house ; since that year, they 
rept nt deposits in domestic banks • 

7- L«nu 11M Al-_. 
1'be composition of this item since 1931 has been 

as follows: 

Sols (ooo,ooo's) 

(a) 0. ewrertl ~~«oUfll: 

In Peruvian c:urreDC}' : .. 
Against collateral • • 26.s 18.7 
Without collateral. • 15.2 14-S 

In foreign c:urTeiiC)' : 
Against collateral • . IJ.6 
Without collateral. . 2.1 

Total. • • • • . SH 

Cb) OtJ,e, ,_..: • 

In Peruvian curreucy : 
Against collateral • . 
Wllhout collateral •. 
To Government • • . 

Ia f«eign curreucy : 
~ inst collateral • • 
Without collateral. • 
To Government • • • 

7·3 
0.9 

. ..s 

I.S 
1.6 
-
0.2 

' 6.8 

22.8 

CertifiiC4tea o( depo!>it. • 
· Other ltJaDI. • • • • • 

1-~-
Tuta.I • • • • • . 

<dand total • • • • . 
• 8o.2 

-

17-9 
6.8 

57-9 

6 .• 
I.I 
J.6 

1.6 
O.J 
1.0 

0.2•. 
9-6 

2J.8 

81.7 

Branch accounts . . . . . . 0 .• O.J 
Exchange operations . . . . 10.7 IS-S 
Profit-and-loss account . . . - O.I 

' Other accounts. . . . . -. 6 .• H 
Total. . . . . . 17·5 2J.J 

12 and 13. Capital atul Reserve Futuls. · 
. ' " ' . ' ·. 

Before 1931, these figures refer only to the 
national banks ; since that year, they refer to all 
the banks included in the table. ' 

I 8. Rediscounts. 
See note to (3) above .. 

. . ' 
20. Sutulry Liabilities. · . · . . 

The composition of this item in 1931 and 1932 
was as follows : ' 

. . 

Branch accounts • • ,. 
Mortgage departments. 
Exchange operations • 

. Other accounts .••• 

Total ••• 

. 

. 
• . 
. 

. . 

. . 
.• . 
. . 
. . 

. Sols (ooo,ooo's) 

1931 1932 

o.8 ·-
o.6 0 .• 

IO.I zs .• 
7-9 - 8.2 

19·4 2 •. 0 

Proli£-and·Lo• A.eeounta. 

The Banking Superintendent has published, for 
the second half of 1932, a more detailed statement 
of the banks'. profit-and-loss accounts than has 
hitherto been available. This statement IS 

summarised below : 

Solo (ooo,ooo's) 

.. , ~Income ••.. .• . . 4-8 
Interest Outlay. • • ' . • . 2.2 

Net income. 
' • .. ' 2.6 

Commissions ! Income •.• . 1.7 
etc. ' Out~y · • • . 1.1 

· Net u~~:ome • o.6 
· Gross profil.al. " . . . . • . . 

Salaries, etc , 
. 

• . • . . • • • . 
Taxes, etc, • • . ' ' •. . • • 
Written-oU assets. . ' 

• . • • . 

3·2 
x.6 

. 0.1 

' 
I.O 

Net profits • • . • . • I . 0.,5 
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URUGUAY. 

lntroductoey N* . 

The most important banking institution in 
Uruguay is the State-owned Banco de Ia Republica 
Oriental, founded in the year 1896 as a bank of 
discount and note issue. The bank acts as fiSU11 
agent to the Treasury, rediscounts paper for the 
ordinary commercial banks, buys and sells foreign 
currencies, and carries on certain other operations 
of a central banking character. It maintains 
direct contact with private ind~try, however, 
and its commercial deposits and loans are of 
considerably greater importance than its official 
and central banking accounts ; accordingly, it is 
regarded as a commercial bank for the purposes of 
the present study and is included in the attached 
summary table. . . . . 

Under a Charter of 19II, the year in which the 
State took pver the whole of the capital stock of 
the Banco de Ia Republica, the bank was given the 
exclusive right of note issue. Its issues of 
" major" notes- i.e., those of xo pesos ~dover
are limited to three times the bank's paid-up 
capital, and itli issues of "minor notes " - i.,.., 
those of less than xo pesos, to one-half the paid-up 
capital. A gold reserve of 40 per cent is required 
against " major" issues outstanding, while 
" minor " issues may be covered by either gold or 
silver. The bank may also issue notes up to the 
amount of the rediscounts effected for local banks, 
provided that in no case the metallic cover falls 
below the minimum ratios mentioned above. The 

- ·Banco 
. de Ia Rep(t blica 

Amount % 

Number of banks. . . . . . I 

Capital and userws. . . 29.1 . .f8 
Sight depositi . . . . . . 32.2 37 
Time d<·posits . . 41.2 48 . . . 
Cash • . . . . . . 51-3 s6 . . . . 
Loans. . . . • . . . . . . 148.8 6z 

The utncial figures on which the above table is 
based are not sufficiently co1uplete to enable 

. -· ~ . 

bank is required to keep a gold reserve ~f 40 per 
cent against other sight liabilities, in addition to 
note circulation. . 

A large part of the bank's resources is devoted 
to the extension of rural credit, for which purpose 
it maintains a separate section. . It is the proprietor 
of an important granary warehouse, · and a 
substantial proportion of its credit to farmers is 
extended on the basis of grain stored there. The 
bank has also ~tablished a Savings Jlank and. 
Discount Department, which specialises in small, 
non-commercial accounts ; this department is 
operated as a separate institution, and its balance
sheet is not included in the attached summary 
table. . 

In addition to the Banco de Ia Republica, there 
are several private institutions, domestic and 
foreign, carrying on commercial banking operations 
in Uruguay., The most important of the foreign 
b'!llks, and the largest private bank in Uruguay, 
is the Banco de Londres y America del Sud, which, 
at the end of 1932, accounted for 25 per cent of the 
deposits and over 15 per cent of the loans and 
advances of all the private banks in the country. 

The relative importance of the Banco de .)a 
Republica, the ordinary domestic commercial 
banks and the foreign banb in the Uruguayan 
banking system may be judged on the basis of the 
following figures,' referring to the end of 1932. 

Peeoe (ooo,ooo's)._ 

Ordinary Domestic Foreign banks Total banks 
' 

Amount % Amount % Amount 

9 8 18 

24.1 4Z 6.7 II 59·9 
18.1 III JS.S .p . 86.1 
33-7 39 ll.2 IJ 86.1 
11.2 IZ 29-9. 32 . 9:01-4 
62.1 26 27.6 u 238.5 

' . 
double counting of loans and deposits, as between 
the Banco de la Rt"publica and the other 

. . . 

. a TJ.e figu,. ,... not ldeo~l 1a ~U c....,. with tbooe si~a Ia tbe mmary table, as ~ rei..- to daily avent.8M 
for Ileo;omb« tur aU the baoka, wbile, Ia tbe latter, end-of-year liil.ma fur tbe llaD<lD de Ia Rrpul>li<:a b;&ve b«u u...J, 
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institutions. to be eliminated. It would appear, deposits and loans amounted to :z.7 and 3·•tmillion 
oo~. that such double counting is of relatively pesos respectively at the end of I932. · 
minoc importance. It will be seen that the Banco· ; There is no general banking law in Uruguay ; 
de la Repliblica accounts ·for over 6o per cent but institutions other than the Banco de Ia 
of the total loans of the Uruguayan banking , Reptlblica are required under the provisions of the 
system. Tile relati\'ely high cash holdings of commercial code to ~ubmit to the Superintendent of 
this bank are, of course, partly explained by its Banks and Companies periodic statements, which 
legal obligation to keep a 40 peF cent ,;ash rest'rve are publi:ihed annually in summary form in 
against note issue as well as against deposits. The Part II of the official A r1r1uario Estadistico and 
other banks do not issue notes and are under no currently in the Bolalr1 del Mir~isterio de Harimda. 
legal obligation to hold any specified cash reserve These statements are, however, ill-adapted to the 
again:.-t deposits ; the ratio of their cash to all summary balance-sheet form used throughout 
ckposits was over 40 per cent in I932· It will be this Memorandum, as they show only the major 
obsen-ed that the foreign banks operate with a divisions of the banks' accounts- namcly,"cash, 
smaBer proportion of own to outside funds than deposits in other banks and loan! unrler assets -
the other institutions. They are · frequently and capital and re!erve funds and deposits under 
established with only nominal capital funds, and liabilities. and do not constitute complete balance
draw on their head offices abroad as required.' sheets. Moreover, the published figures give only 

In addition to the above, there are a number of · averages of daily figures for the months to which 
other institutions, not included in the summary they relate ; end-of-year figure! and complete 
table, which carry on various types of non- balance-sheets are not regularly available except 
c:ommen:ial banking operations in Uruguay. for the Banco de Ia Republica. The attached 
Among these may be mentioned two official summary table is .conEtructed by combining the 
institutions, the Banco H;potecario del Uruguay · annual balance-sheet of the latter institution, 
and the Banco de Seguros del Estado, an official showing the po!ition as at December Jist each year, 
insurance company which receives deposits on a with the average December figures for the other 
limited scale and makes policy loans. There is also institutions. . As the particular asset and liability 
a national Postal Savings Bank whose deposits at items shown for the latter grdup do not balance, 
the end of I930 amounted to 8 million. pesos, small differences will be found between total &!~ets 
and some to privately-owned savings banks whose and total liabilities in the attached summary table. 

1. Casa. 
Balanee-11heel Summ""J'. 

The composition of the amounts given under this heading are sho~ below : 

-
"1925 1926 

Banco de Ia Rep6blica : 
Gold mins. . . . . . . . 54-9 54-9 
Silvel' and nickel coins. . • "'3-4 3-5 

Total. . - . . 58.3 sS·4 

OtMbanks: 
Gold coins. . - . . . . . 0.9 0.9 
Notes of Banco de Ia Rep6-

blica • • • • • • .. • .. I2.7 r6.5 
Sight deposita with Ban'co 

de Ia Rep6blica. • . - -
Subsidiary i&soe of Benco 

de Ia R.ep6blica and subsi-
diary coin •• . . . . . 0.3 0.4 

Total •• . . . 13-9 17.8 
Grand Total • . . • 72.2 76.2 

Tbe sight depoaits of the other' banks with the 
Baaco de Ia Rep6blica, which acta as a clearing 
boate, are not tbown teparately ia the oflicia.l 

Paos (ooo,ooo'a). 

1927 1928 1929- 1930 1931 1932 

57-4 66.1 65·9 58.5 50.0 46·7 
3·4 3·5 3·5 4-3 4-4 3·7 

6o,8 69.6 69·4 62.8 54-4 50·4 

1.2 I.2 0.4 - - -
12.8 9·9 I5·3 20.7 27.6 39-0 

- - I. I 1.1 I . .of I.7 

0.4 0.3 0.3 0,3 0.4 0.3 
I4-4 11.4 17.1 22.1 29-4 41.0 
75·2 Sr.o . 86.5 8.of.9 83.8 91·4 

statistics prior to 1929. The subsidiary iasue of the 
Banco . de. Ia Republica consist• of note• of 
den~mmat10111lesa than 10 pesot. 



URUGUAY. COMMERCIAL BANKS Table 36 (a). 

SUMMARY OF POSITION AT THE END OF: 
·ACCOUNTS 

1925 1926 . 1927 1938 '1929 1930 1931 1932 
1--------------------~-1~~~-~-1~~ 
Number of Banks. . . . . ,. . ~ . . . . . . .. . 

ASSETS; 

I, C.asll~ . . . . . . . . . . . . . . . . 
(a). Gold, silver and small coins. . . . . 
(b) Inland 'Dotes and balances WJth Central 

Bank . . . .......... . 
2. Other Items of a Cash Nature. . .•..• 
3· Bills discounted and bought. . . . . . . . . . 

(a) Treasury bills. . . , . . . . • . . 
(b) Commercial bills, Inland. . . . . . 
(c) Commercial bills, Foreign. . • . . 

4· Investments and Securities. . .. . . . . . . . 
(a) Government . . . . . . . . . • . . . 
(b) Other . . . . . . . . . . . . 

5· Participations. . . . . . . . . . . . . . . 
6. Due from Banks (Correspondents}. . . . . 

(a) At home. . . . . . . . . . . . 
(b) Abroad . . . . . . . . . . . ' . 

72.2 
59-2 

20 

1.6 
0.4 
1.2 

20 

13.2 
21.1 

2-7 

1.5 
0.4 
1.1 

20 20 

Pesoe (ooo,ooo's). 

81.0 
70.8 

10.2 

'17.6 
2.5 

1.5 
0.4 
1.1 

86.5 
6g.8 

i.8 
0.7 
1,1 

20 

22.1 
8.8 
1.7 

9·4 

19 

8.2 

18 

41.0 
I5.I -. 

-. 

7· Loans and Advances. . . . . . . 145·7 
_ (a) On current account . . . . 

(b) Other . . . . . . . . . . 
8. Cover for Acceptances . . . . . . . . . • 
9· Premises, etc.. . . . . . . . . . • . . . . • 

10. Sundry Assets. . . 
. II. Total Assets . . . . . . . . . . . . . . 

LIABII.ITIES. 

12. Capital paid up . . . . . . . . . . . 
13. Reserve Funds . . . . . . . 
14. Profit.and-Loss Accounts, Undivided Profits, etc. 
15. Notes in Circulation • . . . . . 
16. Cheques and drafts in Circulation . 
17. Due to Banks (Correspondents) . . ; . 

(a) Athome. . .. 
(b) Abroad . . . . ··. . 

18. Deposits . . . . . . . . . . . . . . . . 
(a) Current account and sight deposits. -
(b) Savings accounts . . . . . . . -l 
(c) Time or fixed deposits . . . . . . I 
(d) Other deposits . • . . . . . . . 

19. Rediscounts and Other Borrowings . . . . 

225.1 248.6 264.5 276.2 292.2 311.0 299.8 311.5 

45·0 45·4 
6.5 7·5 

10].0 129.1 
52.1 64.8 

52.0 • 61.0 

2.9 3·3 
0.5 0.7 

47-1 
7·9 

72-3 
0.5 

142.0 
' 70,2 

68.8 

73·5 
0.5 

150·9 
70.5 

77·1 

3·3 

49·0 
8.2 

72·3 
0.5 

170.6 
80.9 

86.1 

3·6 

49·4 
9·2 

74-1 
0.4 
2.2 

2.2 
180.4 

83.1 

93.8 

3·.5 

50.2 
10.2 

81.0 
0.4 
O.I 

0.1 
164.0 

75·4 

85.s 

3-1 

49-7 
10.3 

2.9 

20. Acceptances and endorsements • . . . . 
2 I. Sundry Liabilities. . . . . . . . · · _,..,,.,--I--=-=-=- -=:-:--:=-+~=-=+-:=-=- l--::-:c:-=-1-:::-::-:--=- 1--=-:-:-=-1 
22. Total Liabilities. • . . . . . . . . 222.9 250.7 269.8 281.5 300.6 315.7 306.0 306.7 

23. Value of currency in cents of a U.S. dollar at 
end of each year. . . . . . . . . . • 101.8 102.4 IOI.O 102.6 94.8 75.0 44-6 47·3 

• . 

• • 
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a. Other Item& of 11 Caslt Nature. 

.. 
' 'The amounts shown in the summary table, 

which refer exclusively to the Banco de la 
Republica, . consist of foreign e~change holdings .. 
and credits in course of collectlon, as follows : 

• • Pesos (ooo,ooo's) •. 

1925 1926 1927 1928 1929 1930 1931 1932 . 
' 

' 
Foreign exchange holdings. . 1.1 2.5 15·9 9·8 1.6 · 1.1 0.9 0.9 

Cr .. dits in course of collection 4·0.. 5·1 5-2 7·8 8.0.. 8.7 I· 12.0 14.2. 

! --- 17.6 9li 9·8 15.1 
Total . ·• • • . 5·1 7·6 21.1 . 12.9 

It will be observed that the foreign exchange · 4· ·Investments an4 Securities. 
holdings of the Banco de Ia Rep(tblica hsve been ·. These amounts refer exclusively to the Banco de 
greatly reduoed since 1927. Ia Republica ; investments of the other bank! are 

not shown separately from loans and. advances. 
3· BiUs tliscoumeJ antl bouglzt. . The sums shown under (b) in the summary table 
· Amounts shown under thi9". heading . refer include I million pesos representing the capital 

exclu.~ively to the Banco de Ia Republica. and stock of the National Savings Bank and Discount· 
consist of trade acceptances and other paper Department, a subsidiary of the Banco · de Ia 
bearing two or more liignatures. Republica. Government stock is · not · shown 

Treasury bills discounted are · not shown separately from other securities since 1930. 
~eparately, but the total amount of credit granted · · · 
by the Banco de Ia Republica to the Government . 
will be found in the note to group 7 below. The 
rediscounts effected by the Banco de Ia Republica 
for the other banks have been excluded from the 
summary table ; amounts will be found in the note 
to group.19 below. The discounts· of the Banco 
de la Rept1blica in 1932 and of the other banks in 
all years are not shown separately from loans 'in 
the basic etatement and are therefore included 
under 7 in the summary table . 

6. Due /rom Ba,.ks. 

. . ' 

1925 1926 

Banco de Ia Republica : 
Ordinary current accounts. 19·7 20.7 
Official current accounts. . 6.4 10.9 
Loan on current account to 

French Government. . . 8.9 6.0 
National Savings Bank and · 

Discount Department. . - - ' 

Total loans on current 
account. . . . . . 35·0. 37·6 

Loans on promissory notes 33·6 41.6 
Rural credit • • . . . . o.8 4·0 . 
:Mortgage loans. . . • . . 2.1 0.2 
Guaranteedshort~te loans 6.4 6.9 

Total other loans • . . 42·9 52·7 
Total, Banco de Ia Re~,>u-

blica . . . . . . . . . 77·9 90·3 
Other banks . . .. . .. . . 67.8 70.6 

Grand Total. . . . 145·7 Ik9 

Balances . arising in the course . of inter-bank 
transactions are not shown separately in the official 
statistics. · .... 
7. · Loans antl A dvaffces. 

The amounts shown in the summary table are 
divided between the Banco de Ia Republica and the 
ordinary banks as follows.: · 

Pesos (ooa,ooo's). 
... 

1927 1928 1929 . 1930 1931 1932 

' ' 

~· 
21.8 25.2 28.6 20.2 17·4 • 
4·5 3·1 S.2 9·5 12.1 • 

3·0 - - - - . 
. 

- - - 9·6 10.1 ... 

29·3 28.3 36.8 39·3 39·6 4fi.8 

47·9 48·7 51·7 52·5 44·8. . 
4·6 4·9 6.2 8.1 9·8 • 
0.3 0.3 0.2 .. -.... -· • 
6.6 7·4 8.4 6.9 4·3 . . 

59-4 6I.J 66.5 67·5 51!·9 6o.5 
' 

88,7 89.6 103.3 100.8 98·5 107.3 
75·3 

. 8oj.O ~·7 99·5 95·5 89·7 
164.o 173·6 192.0 200.3 194.0 19].0 
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No detail is available regarding the credit 
extended by banks other than the Banco de Ia 
Republica and it would appear that the figures 
shown above include discounts and investments 
as well as advances. The aggregate figurt' shown 
for " other loans " of the Banco de Ia Repuhika 
in I9Jl include d1s.:oun ts. Ordinary .:urrent 
accounts consist of c1edit granted for commercial 
purposes ; most of this credit is extf'nded to 
farmers and merchants and is guaranteed only by 
their promissory note ; in some cases, however, it 
is guaranteed loy mortgages and other paper. 

In 1918, the B<>uk opened a current account 
credit for the French GovernmE-nt to the extent 
of 15 millions pesos, against which the bank v.11s 
authori~ed to issue notes. In I92J, it was arranged 
that the credit should be repaid in ten half-yearly 
instalments and the loan was, accordingly, 
extinguished in 1928. · 

It will be observed that, in the case of time loam 
as in that of overdrafts, the great part of the credit 
extended by the Banco de Ia Republica takes the 
form of discount of promissory notes. The Bank 
exterids rural credit in the form of mortgagt' 
loans, etc., and a special section is devoted to this 
purpose. In 1930, an .industrial credit section was 

... 
1925 I 1926 I 

. ' . 
Banco de Ia Republica. ' . . 24.6 2.'j.J 
Ordinary domestic banks . 14-7 IH 
Foreign banks. . . . ~-7 5-7 

Total . . . . . 45-0 45·4 

Banco de Ia Repltblica. • . 0.9 0.7 
Ordinary domestic banks . 4-8 6.I 
Foreign ~nks . 0.8 0.7 . . . . 

. ' 
6.5 Total . . . . . 7·5 

The small size of the resexve funds of the l!anco 
de Ia Republica is accounted for by the fact that 
before 1924 it was not required in all circumsU.nces 
to set aside 10 per cent of net profits to a reserve 
fund each year. 

IS. . Notes in Circulation. 

In addition to notes which are issued under the 
conditions set forth in the introductory note, the 
Banco de Ia Rep(tblica :Jso issues silver coin 

established to provide long-term loans to new 
industries and asai.~t in the amalgamation of existing 
enterprises. The amount of such industrial loans 
outstanding at the end of 1931 wos 2.a million Pf'SOS, 
which is includE'd in the figure shown above for 
rural credit in that year. 

Short-term loans are generally extended on the 
security of public debt, though mortgage bonds and 
bank and company shares are also acet"pted as 
Sf'Curity. 

u and aa. Toi.U Asstls 11t1d l.iflhililirs. 

Excluding premisea, unpaid capital, comptrs 
tl' ord" and aundry accounts. As stated in tbe 
introductory note, these accounts do not balance, 
as incomplete statemE-nts covering only the most 
important itl'!IIS in tbe balance-sheets of the 
ordinary banks are published in the official 
statistics on which the attached summary table 
is based. 

12 and IJ. C11f>ital11tul R~sm•• F11"ds. 

The division of capitnl and f('servl'!l among the 
variou~ groups of banks is shown below : 

Pesos (ooo,ooo'a). 

1927 I 1928 I 1929 I 1930 l 1931 ~~~ 
. Capital paid-up : 

26.I 26.8 26.8 27.I 27-7 27 7 
IS-3 15.8 15-9 rf.o J6.'2 I6.a 
5·7 6.J 6.) fi.J 6.1 s.8 

47·1 48-9 49-0 49·4 50.2 49·7 

Reserve Funds : 

o,S 1.0 I.I I.2 1.4 1-4 
6.5 6.1 6.4 7-2 7·8 7·9 
0.6 o.r. 0.7 o.8 I.O I.O 

7·9 7·7 8.2 9-2 10.3 JO.J 

certificates' against silver coin to e•1ual value 
deposited with it. The amounts shown in the 
summary table for I927, 1928 and 192q include 
o.s. I and I million pt'SO!I re!lpectively of ailver 
coin certificates outstanding. See also note to 
group I above. . 

The sums indicated in the ~ummary table mclude 
the other banks' holding! of it! nolL'!, though they 
do not include its holdings of its own nott'!!. The 
net circulation - i.e., the cilculation in the banda 
of the public - may be calculated by dE"dut'ting 
the other bank~' note holding!< a~ follows : · 

• 
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Pesos (ooo,ooo's). 

1925 }926 1927 1928 1929 1930 1931 1932 

Gross note-circulation of 
81.0 84.6 

Banco de Ia Republica. . . 63-5 6].6 72-3 73·5 72-3 74·1 

Ltss: 
Other bank holdings of notes 

16.9 10.2 15.6 21.0 28.o 39·3 of Banco de Ia Republica. 13.0 13.2 

Total • 50·5 50·7 . 59·1 63-3 56·7 53-1 .53·0 45·3 . . . . 

16. Cheques and Drafts in Circulation. Pesos (ooo,ooo's). 

These amounts consist ot domestic drafts · 
outstanding on account of the Banco de la 
Republica. 

Current Accounts 

Banco 
de Ia Other 

Time and savings 
accounts 

Banco 
de Ia Other 

17. Du. to Banks (Correspondfflls). 

Thi! account, which relates exclusively to th~ 
Banco de Ia Republica, is shown separately only' 
in 1930 and 1931. 

18. Deposits. 

None of the banks show time deposits separately 
from saving! accounts. The amounts shown in the 
swnmary table for {a). and (c) were divided' as 
follows between the Banco de la Republica and 

·other institutions in the years under review. 

--

1925 

. 
Ordinary current aaounts I . . . . . 9·3 
Sight deposits • . . . . . . . . . . 1.4 
Official current accounts . . . . • . 10.4 
Spt-Cial Govenunent deposit • . . . . 0.1 
Clearing House in custody . . . -. . . 5.6 

Total. . . . . . . 26.8 • . • 

Current accounts consist of unutilised credits 
extended by the bank, while sight deposits 
represent funds lodged with it. The special 
Government deposit arises· from a law of 1924 
requiring the bank to place 50 per cent of its net 
profits each year to the credit of the Government. 

Repu- banks Repu- banks 
bhca blica 

1925 . . . 26.8 25·3 27·7 24·3 
1926 . . . 34-7 30.1 31·5 29-5 
1927 . . . . 39-4 30.8 36·7 32.1 
1928 • . . 40.6 29-9 41.2 35·9 
1929'. . . 42·4 38·5 41-9 41.2 
1930 . . . . 41·9 41.2 45·5. 48·3 
1931 • . . . 32.1 43·3 38·9 46.6 
1932 . ' . 32.2 44·0 37·7 44·9 

A more detailed classification of the deposits of 
the Banco de Ia Republica is available. The 
composition of the amounts shown above for current 
accounts was as follows in the years under review 
(details for 1932 are not available) : 

Pesos (ooo,ooo's). 

1926 1927 1928 1929 1930 1931 
' . 

II.4 15.1 IS-4 IJ.O 13.6 14-7 
I.J 1.5 1.6 I.J 1.4 1.4 

IJ.7 15.6 18.2 19.2 17.0 6r 
I.J 0.9 0.8 1.5 - -
7-0 6.3 4·6 7-4 9·9 9·9 

34·7 39-4 40.6 42-4 41·9 32.1 

The bank acts as clearing house for the other banks 
and the deposits maintained with it to effect 
settlements are shown in the last line above. 

Time and savings deposits of the Banco de Ia 
Republica, as shown above, were composed as 
follows in the years under review : 
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-
192.S 

Savings accounts , . . . . . . 5-0 
Savings boxes • . . . . . . . . 18.o 
Fixed-date savings accounts. . . . . 2.6 
Time deposits • . . . . . . . 2.1 

Total. • . . . 27-7 

Thf: difference between the various types of 
savings accounts is not clt'ar, but it would appear 
that the first two accounts shown above may, m 
practice, be drawn on at sight, while the fixed-date 
savings accounts anti time deposits require notice 
of withdrawal and hear interest at a somewhat 
higher rate. 

The Banco de Ia Republica rediscount!'; paper for 
the ordinary banks, but, in otder to avoid double 
counting, these amounts have been ex<'iuded from 

l'esos (ooo,ooo's). 
-------

19~6 1927 19J8 1929 19JO 1931 

5·5 6.6 7-4 I 37-0 37-8 35·5 20.:1 23-3 26.5 
3-3 4·3 4·6 4-7 4·8 I 2-5 2-5 2.8 3-2 2.9 3-4 

JI-5 J6.7 41-3 44·9 4.5·.5 131f.9 

the sumrr.ary t-.hle. The runounts su cxclu.tcd are 
as fulluv.s : 

l'J..15-
19lb. 
1927-
1928. 

l'e!O.'i .(oootooo's). 

:.l.b l'J2'J. 
• 2.4 l'JJO. 

J.I 1931. • , 
4-6 

2.J 
2-4 
3·5 

The amounts shown in the summary table for 
H)25 and 1926 represent redi~counts whkh the 
Banco .de Ia Rl'publica effected with other, 
presumahly foreign, credit ilutitutions. 



VENEZUELA. 

Introductory Note. 

The first banks in Venezuela were organised in 
the latter part of the nineteenth century. Before 
that time, however, the large commercial houses · 
transacted a considerable amount of banking 
business, and they are Etill important factors in 
collecting savings and. business deposits in· the 
country. The banking institutions proper may 
be divided into three groups : the ordinary domestic 
banks, the note-i.!.suing banks and the foreign 
banks. With the exception of the Banco Agricola 
y Pecuario and the Banco Obrero, 1 all the national 
banks have been granted the privilege of note
issue. In order to obtain this privilege, it ·is 
necessary to secure the permission of the competent 
Minister of State, and to comply with certain 
regulations laid down in the General Banking Law 
of Iqz6. Thus, a note-issuing bank must have it~ 
head office in Venezuela, and its initial share 
capital must have been paid up in gold coin of 
legal currency. It may normally issue notes up 
to twice the amount of its paid-up capital, against 
a minimum gold ret:erve of 331 per cent and full 
supplementary cover comisting of legal tender 
coins and assets payable at sight or within thirty 
days. The Federal Executive may raise the gold 
~erve ratio, and may also authorise the banks 
to issue notes up to three times their paid-up 
capital, the excess is!.ue to be covered ioo per cent 
by gold. Banknotes are not legal tender ; but the 
banks are obliged to convert into coinage of legal 
currency the notes presented to them for exchange 
at their principal offices. In the case ofliquidation, 
a bank's note-issues rank after mortgage debts an4 · 
national treasury claims as a charge on its assets. 
The law provides that a bank of i~sue shall go into 
liquidation if it loses one-half of its capital, unless 
the partners or shareholders reconstitute the 
original capital. The most important banks of 
issue are the Banco de· Vllnezue!a, originally 
established in 1870, which operates largely as 
financial agent of the Government,• and the Banco 
de Caracas, established in 1890. Unlike most 
other Venezuelan banks, the latter has no branches 
or agencies, whUe the former has branches in all 
important towns and agencies in several smaller 

centres. These agencies do not, however, accept 
deposih except for the account of the Gove~nment ; 
their principal function is to make collectiOns and 
~ell drafts. 

The banks are required to keep a gold reserve 
of 10 per cent against deposit liabilities ! of the 
remaining cover, two-thirds may be pubhc debt, 
shares and bon~ of Venezuelan companies, and 
real estate situated in Venezuela, an<i one-third · 
sight deposits in banks abroad. The extension 
of personal credit to officials and employees of the 
banks is forbidden. The security accepted for 
loans must exceed the value of the credit extended 
by at least one-third. 
, The foreign banks operating in Venezuela are 

not all9wed the privilege of note issue. . They · 
. have made a greater effort to attract deposits than 
the national banks, however, and the proportion 
of their deposits to credit extended appears to be 
considerably higher. On June 3oth, 1929, deposits 
in the foreign banks amounted to 100 million 
bolivars, as compared with 130 million in the four 
note-issuing banks included in the swnmary table. 
The most-important foreign banks operating in 
Venezuela are the Royal Bank of Canada, which has 
established several branches throughout the 
republic, and the National City Bank of New York. 
In addition, the Hollandsch Bank voor We~t 
Indien and the Anglo-South American Bank carry 
on business in the country. , 

As mentioned above, commercial firms in 
Venezuela continue to accept deposits ; interest is 
paid on these deposits at a somewhat higher rate 
than is allowed by the bank~. Six months' notice 
of withdrawal of funds may be required of 
depositors. ' To carry on this type of business, the 
pe~mission of the Minister of Commerce is required ; 
1t IS us~ally granted in cases where the applying 
firm presents a favourable balance-~heet. Deposits 
accepted by commercial firm~ or individuals 
constitute a first lien on assets in case of failure and 
take priority over all ordinary commercial accounts. 
According to estimates made in 1929, at least 
100 million bolivars was held on depo~it with 
commerdal firms in that year. 

1 _Both -~ banks, whieb are probibit.d by their charter from issuing notes, are Goverument-owneci institutions 
-blisbod ~. 19>_1, the fonner to make lint mortgage loans on agricultural lands to persons engaged in agriculture and 
lbe cattJe:l'aiSlng industry, and the latter to make loans to laboureno for the purpose of enabling them to acquife homes 

1 While. formerly liberal use waa made of a provision In the charter of the Banco de Venezuela entitling the Govern: 
:umt IDCIOilSJderablecredita, aince the War the State'adepooita with the bank have greatly exceeded Its borrowings from that 
iaotitutioa. · ' 
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The use ol cheques is little developed outside of 

the large towns, and no clroaring house has as yet 
been established ; each bank clears 'its cheques 
directly with other banks. 

The Venezuelan banks are required to submit to 
the Ministries of Finance and of Commerce, and to 
publish each month, a detailed balance-sheet on 
a form specified in the law of 1926. These returns 
do not, however, appear to be published in any 
official publication. The attached summary table, 
which refers to the four note-issuing banks, is 
based upon the annual reports of these institutions. 
(As the 1933 balance-sheet of the Banco de Cara-

cas has not bef'n available, the 1931 ligures for that 
institution are repeated in arriving at the totals 
for 19Jl. At the end of 19JI, the Banco de Cara
cas accounted for about one-fifth of the total 
resources of the banks here considered.) The 
summary table is incomplete, excluding as it docs 
the two non-note-issuing domestic banks and tho 
foreign banks. On the basis of the indications 
available with regard to the two latter groups of 
institutions, the table would appear to cover about 
go per cent of the business of the domestic banks 
and so to 6o per cent of the business of all 
(including the foreign) bank5 operating in Venezuela. 

I., Cash. 
Balance-aheel Summary. 

This item is composed exclusively of gold a~d silver n follows : 

192.5 1926 

Gold • 0 0 . 0 0 0 0 . 83-3 79·9 
Silver. 0 0 0 0 0 0 0 0 0 6.1 10.4 

Total . 0 . 0 0 89-4 go.J 

The banks also hold small quantities of nickel 
money. The greater part of the gold reserves are 
concentrated in the hands of the Banco de Vene
zuela. The gold · hold;ngs of this institution 
amounted to 74 million. bolivars in 1925 and 66 

1925 1926 

Bills recciva ble. 0 0 0 . 0 O.J 0.2 
Notes of other banks . . 0 o.6 0.4 
Cheques on other banks . 0 1.2 o.s 

Total. . 0 0 2.1 I.I 

3· Bills discouftted aflll bought. 

Bolivars (ooo,ooo's). . 
1927 1928 1919 1930 1931 1932 

82.9 91.7 94-4 78.0 77·7 77·6 
16.o 7·2 19-5 8.q IJ.g ll.7 --g8.g l)o.'l.g JIJ.g l!h.g 91.6 JOO.J 

million bolivaH in 1932. The bankll' holdings of 
.each other's notes are included in sroup 3 below. 

2. Other Items of a Cash N alure. · 
The co111pusition of this account is shown below : 

Bolivars (ooo,ooo's). 
·-

1927 1928 1929 1930 1931 19)2 --
0.2 0.2 0.2 0.4 0.4 0.4 
1.2 I.J 2.8 2.5 5·3 J.l! 
0.2 o.l! 0.7 J.I 2.1 O.J ·--1.6 2.J 3·7 4·0 7·8 4·5 

The following is the detail with regard to the composition of this account : 

Bolivars (ooo,ooo's). ---
192.5 1926 1927 1928 19~ 1930 1931 1932 

Sight bills drawn on thr 
capital • . . . • • • • . 07 0.1 o.6 o.s J.J l-9 2.9 J..7 

Thirty-day bills drawn on tht· 
:<:.2 4·2 5·2 !P 4·5 4·6 capital 0 0 . . . . . . 0 J.S J.I 

o.& o.6 Bills overdue 1.5 o.8 0.4 o.s o.s 0-4· 0 . . . . . 0 

2.6 2.6 Bills drawn on the interior. - 2.2 4·3 2.2 J.Q 4-1 0 

Total • 3·7 6.2 7·5 7-4 9·6 J1.4 U.I ro.s . 0 . 0 

' 
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Table 36 (a) 
. " COMMERCIAL BANKS VENEZUELA. 

. 
SUMMARY OF POSITION AT THE END OF : 

., 

ACCOUNTS 

Number of Banks .. 4 4 4 4 4 4 
-----1----1·---- ,-.---. 

AssEts. 

Jo Cash. 1 1 0 1 1 I I I I I I I I I I • 1 

(a) Gold, silver and small coins ... ·. • •'. · 
(b) Inland notes and balances with Central 

Banks . . . . . . . . . . . ·, ~ . . 
2. Other Items of a Cash Nature. • . · . . . . . 
3· Bills discounted and bought. . . . . . . 

f 11) Treasury bills. . . . . . . . . . . 
(b) Commercial bills, Inland. . . . . , . . 
(c) Commercial bills! J! oreign. . . . . . . 

4· Investments and Secunbes. . • . . . . . 
(a) Government . • . . . . . . ... 
(b) Other . • . . . . . . . . . .. · .. 

S· Participations. . . . . . . . · . . . . . . . . 
6. Due from Banks (Correspondents), . . ' . 

(11) At home. . . . . . . . . .. 
(b) Abroad. . . . . • . . . . . . . 

7. Loans and Advances. . , • , . . . . . . 
( 11) On current account . . . . . . . . . 
(b) Other • . . . . . . . . . . . 

8. Cover for Acceptances . ." . . . • . . . . . . 

2.1 
.. 3-7 

6.s 

. 29.6 
z6.o 
13.6 
43-1 
34·9 

8.2 

Bolivan1(ooo,ooo's omitted) 

90.3 98.9 98.9 II3·9 

' -· -
1.1 1.6 
6.2 '7·5 

6:7. 6.8 

9.8 20.6 
1.8 1-7 
8.o z8.g 

64·4 69.2 
53-5 sB.s 

2.3 
7-4 

3·7 
9·6 

16.6 29-3 
0.2 o.6 

z6.4 28.7 
64.2 70·7 
53-6 59-4 

xo.g · 10.7 xo.6 11.3 

86.9 · 91.6 100.3 

12.1 

6.9 6.2 

4·5 
10.5 

8.6. 

6.6 ].8 1.8 
1.8 4-5 0,7 
4.8 3·3 I.I 

65.3 71.7 ns 
56.9 6x:x 65.8 

8.4 1<>.6 1·1 

9· Premises, etc. • . . • •. • . . . .. . . • . . • .. . 2.0 2.5 2.61. • 2.7 .. ·. 3-5 3·9 . 4.0 5·5 
10. Sundry Assets. • . . . • . • , • , • . • . . 0.3 0.1 0.4 0.2 1.0 1.5 o.6 1.0 

1---1---1-~ 1---1---1---1 
11. Total Assets . . . . 176.7 181.1 207.6 I ?9.0 238.4 186.5 201.8 205.7 I I I I I I I ~ • I 

LIABILITIES. 

12. Capital paidup. . . . . . . ... . • . . . • . 23.8 25.4 25.4 25.4 27.0 27.0 27.0 27.2 
13. Reserve Funds . . . . • . . . . . . . 10.2 11.3 13.0 14.5 16.0 18.0 19.5 20.6 
14. Profit-and-Loss Account, Undivided Profits, etc. . . 1.8 . 2.2 2.3 2.0 2.5 . 2.5 .. 2.1 2.0 
15. Notes in Circulation. . . . . . . . . . . 45.2 57.0 51.8 57·7 57·5 67.9 61.6 6o·.6 
16. Cheques and drafts, etc., tn Circulation. . . . ' · · 0.2 0.4 0.2 0.2 0.2 0.4 1.2 0.9 
17. Due to Banks (Correspondents) .. . . . . . . - 3.1 0.1 . 5·4 o.8 3-3 0.7 - I.o 

(a) Athome ..........•.... - 3.1 o.x · 5·4 o.8 3·3 o.7 x.o 
(b) Abroad. . • • . . • . . . . . - - - - - - - -

x8. Deposits . . . . . . . . . . . . . . • . 94·7 79·9 112.6 90.5 132.4 63.5 88.6 92.4 
(a) Current accounts and sight deposits . . .. - - - - - - - -
(b) Savings accounts . . . . . • . . . . . - - - - - , - - -
(c) Time or fixed deposits . . . . . . . . . - - - ' - - - -
(d) Other deposits . • . . . . . . . - - - - _ _ _ _ 

19. Rediscounts and Other Borrowings. . . . • . 0.1 O.I 0.1 O.I 0.1 O.I O.J 0.1 
20. Acceptances and endorsements • . . . . . . . - - - - - - -
21. Sundry Liabilities. . . • . . . . . . . . . . 0.7 1.7 2 r 3.2 1.9 3.8 r.o 0.9 

22. Total Liabilities ...•........ , • . 176.7 181.1 · 207.6 199.0 238.4 186.5 201.8 205.7 
23. Value of currency in cents of a U.S. dollar • . 19.2 19.1 19.2 19.4 19.3 18.5 15.5 16.o 
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4· I rwestments. . 

The amounts shown in the swnmary table refer 
exclusively to the Banco de Caracas except in 
1932, when 2.4 million bolivars of mortgage bonds 

Banco de Caracas : 

held by the Banco de Venezuela are shown 
separately in its balance-sheet ; in other cases, 
inv~tmE>nts are not shown sE>p.uatt>ly. 

Boliva111 (ooo,ooo's). 
--·-

1925 1926 1927 1928 1929 19.10 1931 1932 

Mortgage bonds . . . . . 5·7 5-£) 
Other domestic securitit>s . . o.8 o.8 . 

Total : • . . . 6.s 6.7 
. 

6. Due from Banks (Ctm'espondents). 

This account refers almost exclusively to the 
Banco de VenE-zuela. 

·---

1925 1926 

Currenl accounl advances : 
'On real and personal 

security . . . . . . ,· . 
On excllisively personal se-

2J.6 35·6 

curity. . . . . . . . II.J 17-9 
Total, current account 

loans • . . . . . . 34·9 53·5 
Other loaM : 

Loans up to 180 days • . 8.1 10.6 
Lo~more than six months o.1 O.J 

Total, other loan'S. ' 8.2 • . . 10-9 
Grand total • . . . 49·1 64-4 

\ 

The share of the Banco de Venezuela in total 
loans and advances was 66 per cent in 1925 and 

9· Premises, etc. 

. 

1925 1926 

Buildings . . ' . . . . . . 1.2 l-5 
Real estate . . . . . . . 0.6 0.7 
Furniture . . . . . . . . . 0.2 O.J 

Total . . . . 2.0 2-5 

.. 

10. Surulry Assets. 
This item consists of provisional, inter-branch 

and miscellaneous accounts. 

u and 22. Total Assets arul Liabilitw. 
, Excludi~g unpaid ·capital (see note to following 
. group) and various nominal accounts. 

- . ---· 
6.4 6.J 6.] 6.8 (1.1 8.5· 
0.4 0.4 0.4 0.1 o.1 0.1 - ·---6.8 6.7 b.7 f).g 6.a 1\.b 

1· Loans and Adt~anus. 

The composition of this account was as lnllnws 
in the years under revirw : 

Bolivars (ooo,ooo'a). 
·-

1927 1~8 1929 1930 1931 1932 
--- -

. 

36.8 37·5 40-5 4.1-2 45-1 SJ.O 

21.7 16.1 18.9 IJ.7 x6.o IJ.8 

sB-5 53·6 59-4 56·9 61.1 6s.a 

10.6 10.6 II.J 8.4 1o.s 7·6 
0.1 - - - 0.1 0. I ---10.7 10.6 U.J 8.4 10.6 1·7 

69.2 64.2 70-7 65.J 71-7 7J.5 

' . ' almost 75 per cent m I9JI. 

Bolivars (ooo,ooo'a) • 

1927 1928 1929 1930 1931 1932 

1.4 1.5 1.7 1.6 1.6 I.J 
0.9 0.9 1-5 2.0 2.1 3·5 
O.J O.J O.J ·o.J O.J O.J 

2.6 2.7 3·5 3·9 4·0 5·5 

12. Capital paitl up. 

In I9JI, the paid-up capital of the Banco de 
Venezuela was 18 million bolivars, that of the Banco 
de Caracas 4·5 million and that of the other two 
banks combined 4-5 million bolivars. The unpaid 
capital of the Banco de Venezuela was 6 million 
and that of the Banco de Caracas 1.5 million in 
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each of the ·years under review.; the subscribed 
capital of the smaller iru;titutions W'oiS fully paid up. 

13. Reserve FfMids. · , 
The amounts shown consist of various guarantee 

. - . 

192.5 1926 

Profit and loss . . . . . . 0.7 0.8 
Unpaid dividends. . . . • . 1.1 1.4 

1otal . . ~ . 1.8 2.2 
I 

15. Noles in Circulation. 

The amounts shown in the summary table do not 
include the bank,' holdings of their own notes, but 

/ 

1925 1926· 

Gross circulation . . . . . . . 47·5 59·4 
Less own notes ht'ld by banks. 2.3 2.4 
Net circulation. . . . . . 45·2 '57·0 
Less notes of other banks 

held by banks • . . . . ' . o.6 0.4 
Net circulation .in hands of . 

' 

and insurance funds in addition to the ordinary 
reserve funds •. 

14. :Pro fit-and.-Loss A cp~uflls, 
. The co~1position of this account is shoWn below : 

' ' ·~ . . .. - ' .. 

, · Bolivars (ooo,ooo's). · 

1927 1928 1929 1930 1931 1932 

0.9 0.8 1 .. 0 1.2 ' 1.1 · 1.9 
1.4 1.2 . 1.5 1.3 I.O . 0.1 

2_.3 2.0 2.5 .. . 2.5.- 2.1 .2.0 .. 

'.• 

do include the banks' holdings of one another's. 
notes (shown separately in the note to group 2 
above).:' Net circulation in han~ of the public 
Wll! as follows in each of the years under review ; 

Bolivars (<><lO,ooo's). ' 

1927 1928 '1929 1930 .1931 1932 ' 

58.o. 59·5' - 62.7' 71.0 73·6 73·5 .. 
6.1 . 1.8. 5·2 . . 3·1 12.0 · I2.Q 

51·9 . 57·7 57·5 67·9 61.6 6o.6 

1.2 . 2.8 ' ;~.ll 1.3 2.5 5·3 

,public. . . . . . • . . . 44·6 56.6 _50·7 '56·4 54·7 65.·4 56.3 56.8 , 
. '•. 
I6. ChNJIIIS ana Dralts in Circulation. 

Amounts shown under this heading consist of 
cheques and drafts issued but not yet presented 
for payment. . ... 

17. Due to Banks (Co"esponaeflls). 
This account refers exclusively to the. Banco. de 

' 

' 

Vene~uela. Amounts due to foreign banks are not 
shown separately. . 

'18 .. · Deposits. · · <' 
. '. 

The composition of deposits is shown below : 

Bolivars (ooo,ooo's). . 

' 1925 1926 1927 ... 1928 1929 1930 1931 1932 

Si~o:ht and less than 30 days . 17.0 23.8 ·. 21.0 21.0 . 20.5 29·3 35·8 ·. "34·1 ' With notice of 30.100 day~. . - - 0.2 0.2 '. 0.2 0.2 0.2. 0.2 National ~veniment deposits 77-7 51i.i I)I.4 69·3 III.7 34·0 52.6 . 511.1 ; 
Total • . . . . 94-7 79·9 II2.6 90·5 132-4 63·5 88.6 92-4 

\ 

The Banco de Venezuela holds almost the whole· 
of the National Government deposits .. Its share 
n( the total private deposits is, as a rult!, somewhat 
smaller than that of the Banco de Caracas. As 
mentioned in the introductory note, the banks are 
required to maintain a metallic cash reserve of 
10 per cent against their deposit liabilities. 

19. Rr.di..<eounts afld other Bo"owings, '· 
These amounts refer entirely to. the Banco de· 

Caracas. No indication is given w; to wh..ere the~e 
rediscounts are effected. 
20. Sundry Liabilities. 

The sums shown consist of provisional and 
miscellaneoU! accow1ts. 



m"'ON OF SOUTH AFRICA. 

lnkodncto17 Noie. 
The structure of the South African credit system 

was descn"bed in some detail in the first edition of 
' this !vJ emorandum, where an account was also given 

of its early history and development up to 1929-
The most important banking developments since 
that year occurred in connection with the British 
abandonment o! the gold standard in September 
1931, and the South African abandonment in 
December 1932. 

From September 1929 to September 1931, the 
loans and advances of the " trading " banks 
within the Union fell by slightly more than 
£5 million, or about 10 per cent. During the same 
period, their deposits increased somewhat, a reflec
tion of stagnant trade and the accumulation of 
idle balances. When the United Kingdom aban
doned the gold standard, there was a considerable 
export of capital from South Africa ; an exchange 
pool was formed between the Standard Bank, 
Barclays (D.C.O.) and the Treasury (which was 
later replaced by the Reserve Bank). The Finance 
Emergency RegulatiOtl$ Bill of November 1931 
authorised the Government to suspend the gold 
standard at will ; empowered the Reserve Bank to 
·purchase the whole product of the gold mines and 
to lower its gold reserve ratio without penalty ; and 
required the commercial banks 'to furnish the 
Department of Finance with certain particulars 
regarding their· exchange position. As a result 
chiefly of. a severe reduction in imports, the 
favourable balance of trade was greatly increased 
and the exchange position eased. On the other 
band, the contraction in credit was accentuated ; 
between September 1931 and September 1932, 

' 

advanet>s and discounts within thl' Union dropped 
by £7.7 million, or 17 per cent. Deposits fell wry 
sharply (by £to million) in the l&<t months of 1931. 
Towards the t>nd of Decembt>r 1932, tlwre was a 
fresh flight from the currency, which took the form 
both of purchases of sterling and hoarding of gold. 
On December 28th, 1932, the gold standard was 
suspended and the South African pound pt>gged to 
sterling. 

In the course of 1933, there was a considerable 
return flow of capital to South Africa, and a further 
increase in the value of exports. These factors are 
reflected in a rise in deposits with the commercial 
banks from £S•f million at the end of 193:1 to 
£75 million at the end of July I9JJ. The banks' 
cash holdings at the Reserve Bank rose from 
4 million to £z7 million in the same period ; on 
the other hand, their advances and di~counts fell 
from £38.6 million to £33.6 million. 

In the last issue of this AI emoratuium, rdcrence 
was made to the agricultural loan companies set 
up under the authority of the Agricultural Credit 
Act of 1926 for the purpose of providing short-term 
credit facilitit·s to the agricultural community. 
These loan companies 'were abolisht'd with the 
adoption of the l'inancial Adj~tmeni·Acl of I9JI, 
which provided, inl" alia, that their assets and 

"liabilities should be taken ovf'r by the Land and 
Agricultural Bank. 

The following table, given in continuation of that 
published in the last edition, compares the deposits 
(within the Union) of commercial banks with those 
of savings banks, etc. 

Depoaita1 !(ooo,ooo't}. 

Sav!Dp banb 1 Gr•nd 
Commen:ial Total Poople'o Bu&ldinc total End of .. banks Post office . 

' 
(r) (1) 

1925 . . . . . . . . 6o.l 6.2 
1926 . . . . . . . . • . , •. 9 6.J 
1927 . . . . . • . . . . 59·4 ~· 1928. . . . . . . . • . . . . 62.] 6.6 
1929 . . ' - 6o.6 6.7 . . . . . 
1930 • . . . . . 63.s 6.7 
19]1 . . . . . . . . . . 56.6 6.7 
19]2 . .. . . • . . . . . , •.. 6.8 

' Man:b 3rst of the followmc ye..-. 
-It will be observed that the deposits in savings 

banks were better maintained than those in 
commercial banks in the course of the depression. 
During the first seven months of 1933 (in which, as. 
mentioned above, deposits in commercial banks 
rose to £75 million), deposits in post-office savings 
banks rose to £8.4 million. 

The attached summary table, based on official 

Private (•+31 bankl todl'tlrt J ll+4+J 
+6) 

(3) (4). ($) (6) (7) 

1.4 67-7 0.1 j.8 71.1\ 
t.6 66.3 0.1 4·7 71.6 
1.8 67.6 0.1 !·· 7J.5 
:l.O 70·!1 o .• 7·1 78.2 
2.1 69·! 0.1 7-7 77·4 

••• 72.6 O.J 9·5 s •.• 
. . O.J . . . . O.J . 

statistics, gives double columns fur .1929 and 193"· 
The columns markrd A in thrs.J year11, and the 
single columns•in oth"r years, show_ the complelf: 
a.o;_o;cts and liabilitk,s, within and oub1de the Umon, 
of all banks operating in South Africa ; the columns 
marked B include only the accounts of offices 
situated within the Union. 
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' • • • 
SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 1929 ~- 1932 
1925 1930 1931 

I A B ·A' B 

Number of: Banks . ' 5 7 7 7 7 8 8 . . . . . . . 
Branches and Sub-Branches . . . . 623 666 679 6go I 671 

' 
. ' 

AssETS. £ {ooo,ooo's) 

I. Cash. u.S ' II.7 8.8 10.8 9·1 8.8 7·0 . . . . . . . . . . . 
(a} Gold, silver and small coins . . .... 3·0 3·1 1.5 2.9 2.4 2.5 J ... ' 
(b) Inland notes and balances with Central 

8.8 8.6 7·9 6.7 6.3 s.6 Bank. . . . . . . . . . , . . . . . . . 7·3 
z. Other Items of a Cash.Nature 4·5 4·1 - 5·5 3·0 5.8 -. . . . 
3· Bills discounted and bought . . . . . . ' . 22.1 21.5 13.1 17.6 II.8 13·3 ' 7·5 

(a) Treasury bills . . . . . . - - - - - - -. . . . . 
(b) Commercial bills, Inland. - - - - - - -. . . . . • 
(c) Commercial bills, Foreign - - - - - - -. . . . 

4· Investments and Securities. . . . . . 10.8 17·4 4·1 30·4 21.7 37·4 8.1 
(a) Government . . . . . . . • 9·5 J6.2 3·5 29·5 20.9 36.1 7·3 
(b) Other ....... . . . . . .. . . . ~·3 1.2 0.6 0.9 0.8 1.3 0.8 

5· Participations. . . , . . . . . . - - - - -. - -. . .. . 
6. Due from Banks (Correspondents) . . . . . 2.0 5·7 O.;E. 7·0 5·3 8.9 0.2 

(a} At home. . . . ... . ·-. • . . . . 0.1 0,1 O.I O.J 0.1 0.2 0,2 
(b) Abroad . . . , . . . . 1.9 s.6 - 6.9 / 5·2 8.7 -. • 

7· Loans and Advances ... . . . . . •34·0 57·8 37·9 51.6 49·9 46·7 32.6 
(a) On current account . . . . . . 32·7 55·9 36.8 50.0 47·7 43·8 31.6 
(b) Other ..... . . . . . . . • 1.3 1.9 J,J 1.6 2.2 2.9 I.O 

8. Cover for Acceptances . . . . . . . . . . - - - - - -
9· Prem~. etc. . . . . . . . . . . . 2.3 3·7 2.1 3·8 3·6 4·1 2.7 

xo. Sundry Assets · . . . . . . . • . . . 9·8 9-4 1.2 6.1 2.6 4·1 2.0 
n. Total Assets . . . . . . . . . . 97.3 131.3 67.l 132.8 107.0 129.1 60.1 --

LIABILITIES. 
u, Capital paid up. . • . . . . . . . ··• . . . ' 4·8 8.o - 8.o 5·9 7·5 O.I 

13• Reserve Funds . ' . . . . . . . . J.4 5·0 0.1 5.:r 3·7 . 4-7 0.1 
14- Profit-and-Loss Accounts, Dividend Accounts, etc. - - - - - - -
15. Notes in circulation . . . . . . . . . . . . . 0.8 1.5 - I.4 0.9 1.0 -
16. Cheques and Drafts, etc., in circulation . . 2.2 2.4 0.1 1.6 1.2 1.7 0.1 
17. Due to Banks (Correspondents) . . . . . . 1.0 1.2 0.5 1.2 1.0 1.5 0.4 

(a) Athome ....... ·. . . 0.3 0.5 o,s b.6 0.3 0.4 0.4 
(b) Abroad . . . . . . . . . . . 0.7 0.7 - o.6 0.7 .L1 -

18. Deposits . . . . . . . . . . . . . . . . 78.6 101.4 6o.6 104·5 85.6 IOI.I 54-4 
· (a) Current accounts and sight deposits . 43·7 50.2. 30·5 '47·7 39·7 47·7 23·3 

(b) Savings accounts . . . . . . . . . . . 3·4 '' 6.9 3·5 7·1 6.6 7·8 3·5 
(c) Time or fixed deposits . . . . . ., . . 27.8 43·3 26.2 48·9 38.8 45·2 27·5 
(d) Other dedcsits ...... . . . . 3·7 1.0 0.4 · o.S 0.5 0.4 0.1 

19. Rediscounts an other Borrowings . . . . . - - - - - - -
zo. Accepta11ces and Endorsement!P. . . . . . . - - - - - - -
21. Sundry Liabilities. . . . . . . . . 6.5 II.8 3·9 II.O 8.7 II.6 5·0 
22. Total Liabilities. . . . . . . . . 97.3 131.3 65.l 132.8 107.0 129.1 60.1 

23. Value of currency in cents of a U.S. dollar at 
. 

the end of each year . . . . . . . ; .. . . . .~83·5 483·3 483.2 471·4 301.2 

i 
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I. Cash. 

·~e sums shown under (a) represent coin, gold 
certificates and bullion in hand and in transit. 

The amounts shown under (b) are composed of 
Reserve Bank notes, balances with the Reserve 
Bank and notes of other banks outside the Union 
as follows : ' 

Notes of 

Notes of Balance otbn 
with banb 

Reoerv~ R<Rrve outside 
Bank Bank th~ 

Unioo 

-
£ (ooo,ooo'•) 

1925. . . . . . . 2.2 5.6 1.0 
1929. . . . . . . . 2.4 4·9 1.3 
1930. . . . . . 1.9 5·0 1.0 
1931. . . . . . . 1.6 4·3 0.8 
1932. -. . . . . 1.7 3·9 0.7 I 

2. Other Items of a Cash Nature. 

This item consists of money at call. 

3· Bills discouNted aNd bought. 

Total 

--
8.8 
8.6 
7·9 
6.7 
6.3 

The official statistics do not distinguish between 
Treasury and commercial bills discounted, nor 
between domestic and foreign bills. The following 
statement shows the amount of paper under 
discount in the Union and abroad at the end of 
t'ach of the years under review : 

' 
ln the Elsewhero Total Unioa 

£ (ooo,ooo'•) 

1925. . . ~ . II.2 10.9 22.1 
1929. . . . . . . . 13.1 8.4 21.5 
1930. - 8.9 8.7 . 17.6 . . . . . 
1931. . . . . . . 7·6 4·2 II.8 
1932. . . . . . . . 7·5 s.8 13.3 

10. Su""ry Assets. 

4 and 5· bweslmmts •"" S«:urnies. Particif>aiioHs. 
' The division of Government securities is shown 

below : 

Briti!lh 
\'niun and 

Gowm· Colonial Total 
lllf'Dl Govern• 

mruta 

I (ooo,ooo'o) 

1925. . . . . . J.6 5·9 9·5 
1929. . . . . . 4·1 U.l 16.2 
1930. . . 6.1 23·4 29·5 
1931. . . . . 6.0 14·9 20.9 
l9J2. . . . . . 8.1 28.0 . 36.1 

6. Du1 from Ba11k$ (Co"tsf>o,.Jmts). 
Correspondel)h' accounts do not inclutJe intrr

branch accounts or balances due from head offices 
abroad ; the balance of these accounts is includt•d 
~n sundry assets (group 1o) and shown srparately 
m the note to that group. 

7· Loam a11d Advances. 
The division of loans into " secured " and 

"unsecured" in the years under revirw is shown 
below: 

Se<ured 

1925. 27.8 
1929. 46.2 
1930. 41·5 
1931. ... 39·9 
19J2. J8.4 

~I 
I (ooo,ooo'o) 

4·9 
9·7 
8.5 
7·8 
S-4 

Total 

32·7 
55·9 
50.0 
47·7 
4J.I:I 

The amounts shown in the summary table undt•r 
(b) consist of loans to the Government and to 
other public bodi.,s. 

The composition of the sundry assets group in the years under review ill shown below : 

I I) (3) l)l 

Due by bead Du~ to bead Balance due Landrd , Total 
o-and otbcn and by bead property Other <•+•+3) 

branches btanebeo otli<:ea and otber tbaJJ a.rt1 

19~5 . . . . . . . . . . . 
1929 . . . . . . . . . . . 
1930 . . . . . . . . ... 
1931 . . . .- . . . 
1932 . . . . . . . . . -
15. Nota i11 Circulatioll. 

' 

12.-f 5-7 
9-6 3·9 

11.1 7·3 
3·4 2-1 
3-S ••• 

btancbes bank pnm;.o. 
-- ·------

'(ooo.->'•) 

6.7 o.s 2.6 9-1 
S-7 O.J 3·4 9·4 
J.8 O.J 2.0 6.1 
0.7 0.-f 1.5 2.6 
I.J 0.6 • •• .... 

16. Cheques t~Hd Drafts ;,. CirculatiON. 
This it..m repre!!ents cheques and drafts which 

the banks issue in connection with the external 
trade of the Union. 

Notes in circulation represent issues made outside 
the Union by the branches of commercial banks. 
It will be recalled that the Reserve Bank has the 
exclusive right of note issue within the Union. ____ __;_ 



INDIA. 

Introductory Note. 

\ The comm~rcial banking system of India is 
composed of three main elements : the Imperial 
Bank of Indi~ (formerly the Presidency Banks), 
the Exchang~ Banks and the Indian Joint-Stock 
Banks. In addition, the indigenous bankers arc 
of considerable importance in the financing of 
industry and trade. Among the classes of institu
tion chiefly concerned with non~ommercial banking 
may be mentioned savings banks, the postal savings 
system, agricultural banks and co-operative banks. 

The first joint-stock banking institutions in India· 
were established in the latter half of the eighteenth. 
century. Until the first quarter of last century, 
however, thE.' banking firms, many of which were 
established by the Calcutta agency houses, generally 
undertook trading activities as well. One. of the 
most important of the early banks. was the Bank 
of Calcutta, which was established in .I8o6 and 

. received its charter of incorporation from the East 
India Company in I8og ; subsequently, this bank 
was re-organised as the Bank of Bengal and became 
one of the Presidency Banks. T~e Bank of . 
Bombay, second of the Presidency Banks, was 
founded in 1840.' · and the third, the Bank of 
Madras, in I843· . . 

banking institutions· whose bank rat~s sometimes 
.showed wide divergences was recogniSed, and the 
three Presidency Banks· were amalgamated into 
one institution - the Imperial Bank of India. 
Under the terms of the amalgamation agreements·, 
the three institutions were taken over as going 
concerns by the Imperial Bank of India and 
operated to some extent as independent units. 
The shareholders in the Presidency Banks auto
matically became shareholders in the Imperial, 
Bank, and additional capital was raised by public 
issue, bringing the total up to Rs.Il2;5 million. 

In general, the Imperial Bank carries on business 
of the same type as did the old Presidency Banks 
- that is, it transacts ordinary commercial banking 

. business under certain defined restrictipns and acts 
as Government banker. As Government banker, 
th~ Imperial B~nk remits funds on behalf of and 
makes advances to the Government ; it manages 
the public debt and holds the greater part of the 
public deposits. Its " public " or Government 
deposits amounted to· about xo per cent of its 
gross deposit liabilities at the end of 1929. It 
exercises also certain central banking functions. 
Thus, it holds· deposits for other banks, which 
regard them as part of their cash balances, and 
makes advances to other banks! under certain 
conditions. The bulk of its business is, however, 
transacted with · private customers. The bank 

During this period, only the three Presidency 
Banks were subject to Government control. . The 
ordinary joint-stock banks did not always follow 
prudent banking practices and frequently advanced 
very large amounts to single firms, 'which became 
immobilised in time of economic difficulties. · 
Certain institutions were, of course, more prudently 
managed, but of the joint -stock banks organised 
during the last century only one (the Chartered . 
Bank of India, Australia and China) survived the 

may not, as a rule, make loans for a period exceeding 
six months ; and it is also debarred from making 
advances on the security of immovable property. 
Mortgages on houses and lands may, however, be 
accepted as additional collateral when the original 
security is either a gilt-edged bond or goods 

crisis of l9IJ-I9I7. . 
In 1876, a new Presidency Banks Act 1 was 

passed, which remained in force until 1920, when 
the inconvenience of having three dominant 

pledged to the bank. Bills bought- or discounted 
must bear the names of two persons or firms not 
in partnership ; temporary overdrafts to regular· 
customers are permitted. The bank has an 

' I • 
• Tbia bank went' into liquidation in 1868, but a new Bank of Bombay was fonned in the same year • 

. 
1 Under this Act, the Government ceased to 1>t; a shareholder in the banks and gave up the right of appointing 

duecton ; detalied regulation• governed the buSiness of the Presidency Banks and their relationship to the Govern
ment. The banks were allowed to. hold a portion of the Government balances without payment of interest, but 
thea buun~• wu restricted an certaan .ways. The Government a98elted its right to make periodic inspections of the 
banks. which allo undertook to publish balance-sheets at regular intervals. Branches might be opened by each 
bank Within its Pnosidency area without special authorisation on the part of the Government. The banks were 
prohibited from contracting loans for a longer period than six months, from discounting one-name paper and from 
..,...bnl adv~nceo to a 11ngle linn or penon in excesa of Rs.6oo,ooo. The banks might not borrow or recei)re 
depoo1ts outside lwba, nor were they allowed to discount, buy or aell bills of exchange or other negotiable securities 
ooi4:alo they were payable in India. · 
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office in London ; but it may undertake dealings 
in foreign exchange only on behalf of the Govern
ment. Accordingly, it is - not authorist>d to 
rediscount bills of exchange for the exchange banks 
(see below), except when these are payable in 
India. Further, the bank is not authoriSI'd to 
borrow or receive d~posits payable outside India 
l;lr to maintain a foreign branch for tht>se purpos.·s. 
In 1930, its branches in India and Ceylon numbt·red 
I64. 

The second important group of banking 
inrtitutions in India Is the Exchange Banks. All 
these banks have their ht·ad offices outside India, 
and their chief busint•ss consists in eflt•cting 
transfers of funds to and from India. Certain nf 
these banks- such as the Chartered Bank nf India, 
Australia and China, the National Bank of India, 
the Mercantile Bank of India, the Eastern Bank. the' 
Imperial Bank of Persia and the P. and 0. Banking 
Corporation - do a considerable proportion 
(25 per cent or more) of their banking busint>SS in 
India, while the share of their business transacted 
in that country by others, such as the Comptoir 
National d'Escompte de Paris, the Yokohama 
Specie Bank,·the National City Bank of New York, 
the Nederlandsche Handei-Maatschappij and the 
American Express Co., is slight. 

The exchange banks finance the foreign trade of 
India, not only with their own capital, but also 
with funds received on deposit in India and 
elsewhere. These funds are attracted by means 
of interest rates somewhat higher than those offered 
by the 'Imperial Bank of India or the English 
joint-stock banks, though they generally stand 
lower than the rates ot the Indian joint-st!)Ck banks. 
A certain proportion of these funds is employed 
in making loans and advances in India and 
elsewhere ; the exchange banks therefore compete 
to some extent with the less specialised Indian 
banking institutions. The bulk. of their funds, 
however, is used for the discounting of bills arising 
out of foreign trade transactions. 

As India's exports normally exceed her imports, 
the volume of bills drawn in India on London and 
other foreign centres generally substantially exceeds 
the amount drawn on India through the London 
offices of the Exchange Banks. Accordingly, the 
banks often find themselves in the position of 
having large balances in London ; investment is 
found for these funds through the purchase of 
" Council bills "· issued by the Government of 
India, which is in constant need of funds to pay 
for goods and services in London. The exchange 
banks take up these " Council bills ", which are 
payable in India, and place an equivalent amount 
to the credit of the Government of India at the 
Bank of England. By means of telegraphic 
transfers, the banks are thus able to put an amount 
equal to the value of the Council bills taken up 
at the disposal of their Indian branches for the 
purchase of further bills. Accordingly, they save 

the dday and expense of shipping sovereigns or 
(silver) bullion from Lont!un to India. 

Since 1923, the official banking statistics of India 
have distinguisht"d betwt'l'n t'Xchange banks (A) 
doing a considerable portion of tht•ir busint•ss in 
India - i.e .. having 25 pcr cent or more of tlwir 
dt·posits in India- and t•xchange banks (B) whkh 
are ml'rt•ly ag,·ncit·s of large banking corpomtions 
doing a major portion of thl'ir busint·s.~ abroad -
i.e., having lt·ss than ~5 po:r Ct•nt of tlwir dt·posit~ 
in India. In tht• statt·nwnt givrn on the following 
page, tht• capital and r.-St·rvt's and tlu- dq>osit~ 
and cash balanct·s (in India and .-lst•Wlll'rt') of tht· 
t•xcb.angc banks are shown fur I9IO and S<·!.·ct.•<i 
post -war yt•ars. 

It will be noted from this statt•nwnt that tht· 
Indian busint·ss of the exchangt• banks as n whult• 
constitutt·s an insignificant proportion of th<'ir 
total busin .. ss. In rt-ct·nt yt·ars, tht> tw..lw banks 
shown und,·r (B) haw, int!t•t•tl, held onlly a littt• 
more than l per cent of their total dt·po.•sils and lt-ss 
than I per cent of their total cash rt·!lt·rvt·~ in 
India. In the caSt> of the six banks shown 
under (A), the corn•sponding propnrtiuna Wt•rt• 
about one-third and on~fuurth rt•SJlt-cliv.-ly ; thus, 
even the latter are t'sS<·ntially non-Indian banking 
institutions. 

Most' of the lndia11 Joini-Siock Banks arc of 
comparatively rcc.•nt origin - the oldt·st are the 
Allahabad Bank, the Allianc1 Bank of Sirtlla and 
the Qudll Commercial Bank, foundt·d in 1Hh5, \ 
1874 and 1881 r"spectivcly. Rcforc the t·stablish
ment of tlwsc institutions, tht• joint-stock banks 
were all undt·r European control. Tht'Se early 
banks had the right uf note issue. After 1904. 
there was an outburst of banking activity and many 
joint-stock banks W<·rc establU.ht·d untlt·r Indian_ 
control Many, how"vt•r, attractt'<l dt·po!!its by 
of!t·ring t·xct•ssivc ratPR of intt·n·st and made loans 
of a speculative charactt·r, fn·qucntly to cntt·rpriSt·s 
ownrd or controllt·d by· the dirt•cturs. · The 
majority of the Indian joint-stock banks kt·pt a 
lower cash reserve against deposit liabilitit·s than 
the Presidency Banks, and in c .. rtain ca!lt·l divi&ndH 
were paid out of capital when the banks were 
operating at a loss. During the banking crisis of 
1913-1917, about one-third of the paid-up capital 
of thue institutions was lost, the total number of 
failures amounting to eighty-seven. After this 
crisis, Government control of banking was extcndt-d, 
and each bank was required to aubmit a return 
showing the amount of debts due to the bank for 
which it was fully secured, those considered good 
but backed only by the debtor's personal security, 
and those considered bad or doubtful 

The most important of the eighty or more 
Indian joint-stock banks are the Central Bank 
of Indi4 and the Bank of India, both of Bum bay. 
The paid-up capital and reserve funds of the 
former institution exceed Rs.25 million and 
those of the latter Rs.Io million. The Cmtral 
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EXCHANGE BANKS (at the end of years indicated); 

' 
1910 1920 '~~"" 1923 1929- . 1931 

A - - 5 6 6 
Numbft' of bulb , -. . . . . . •' IJ 12 12 B - - -

Total • II 15 13 18 18 18 . 
• • -

I (ooo's) 

1. Paid-up capital and reoervea • A - - - 18.5 20.7 18.3 .. 

B - - - 121.6 206.9 168.7. 

140.1 227.6 ' 187.0 Total "· 34·3 go.z 112.3 . . . 
a. Depo.ita • : 

A - - 38·5 .· 34·6 33-3 (a) In India • • -. 
·12.8 17·31 

B - - - 15·4. 

Total . . . . 16.5 56.1 ss.o 51-3 so.o . 50.6 .. 

(b) Ellrwbere A . - - - 62 ... 69.9 56.5 . . . . 
83•·5 1,07.f.4' B - - - l,.f.f4.2 

Total 13.f.2 513·7 5•7·3 Sg..f-9 1,,5lof..I . 1,130·9 .. . . ·. 
J· Caah balanceo • : ' -

•(a) In India •• A - - - 7·'" 5·2 5·0 . . . . 
1.6 1.6' B - - - 3·7 

Total 2.9 18.9 12.1 .. . 10.9 6.8 . 6.6 . . . . -. 
{b) Elsewhere , A - - - 9·4 .. 4·9 '. . 10.6 . • . . 

B - - - 1o8.5 207·4' . 226.11 

Total . . . . 17.8 a ... ,. 81.7 117·9 212.3 236·7 

. ' Rupeeo (ooo,ooo's) 

• a (•) Deposita in India . . A - - ·- 513 -t61 444 
B - - - 171 205. 231' 

. Total . . . . ••a 748 734 684 666 675 
' 

. . 
•• 3 (•) Cash balanceo in India • A - - - 98 70 ~ 66 

- B - - - 47 21 ,.,.. 
' 

Total • • . . 44 252 162 145 91 88 

• Deposita and cash balances m ludl& are converted mto sterlmg at the rate of Re.J = 1& . .¢. m .1910 and at the 
raw of Re.r- u. 611. throughout the post-war period, in accordance with the practice adopted in tbe retrospective 
tablet of tbe ofticialludian banking statiltica. · · , • 

• Escluding tbe Bafi&O NatiOJOal UUra,..;,.o, wbieb baa not publisbed ita report for 1931. In 1930. Ita total 
deposits amounted to leas than £7 million and its cash to leas than £6 ~Ilion ; only an insignificant proportion of 
tbeae oum1 wu held in India. · ' 

Baftk of I fldia was founded in 19II, under native ' 
management, to provide modem banking facilities 
for native business concerns. The Bank of India . 
was founded in 1!)06 " under important Parsee 
auspices " ; it has three local branches. 

The official banking statistics subdivide the 
Indian joint-stock banks into two classes-namely, 
(A) those with paid-up capital and reserves of 
Rs.soo,ooo or over, and (B) _smaller banks with 
capital and reserves of between Rs.IOO,ooo and 

.. 
Rs.soo,ooo. As will be seen from the following 
statement, the latter have increased more rapidly 
in number during the last decade: ; but their 
relative importance still remains slight. · Even 
the former are, on an average, small credit 
institutions .in. comparison ·with medium-sized 
banks in most Western countries. Thus, domestic 
commercial banking is as yet but little developed 
in India. , _ · . ·· · 

INDIAN JOINT-STOCK BANKS; ' . 
-

Nu11aaa or BANKS CAPITAL AKD Rauans DEI'OSITII . AWJtAG& DEPOSITS 

Ya•• CJuo Cluo Clasl I c~ ~~· c~ I~~ l T~taJ c~ ., I •Total, 
Total Class A B A a· -- -

' Rupees (ooo,ooo'•) 
1920 •.•.•..•..••• 25 33 58 Jog 1·:· I 117 I 712 I . 23 .

1 

735 I 28 

I 0.7 

I 14 J9JO ••••••••••••• 30 54 a. 119 133 632. 43- 675 21 o.8 8 
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There are no legal minimum capital requirements 

for joint-stock banks, and some institutions have 
been established with paid-up capital and n-st•rws 
of Jess tharl Rs.1oo,ooo (.£7,500 at par) ; but these 
are not recorded in the statistics. 

In the census of India for 1921, the number of 
bankers in India (including bank managers, money
lenders, exchange and insurance agents and money
changers) was estimated at slightly Jess than 
1,5oo,ooo. The indigetWUS bankers often engage in 
trade as well as in banking. They operate chit·fiy 
with their own means and in most cases do not 
encourage drposits. They play an important part 
in financing the moving and storing of crops by 
'means of advances to agriculturists against hundis 
or drafts drawn by the Ia tter. These hundis are 
sometimes rediscounted with the Imperial Bank 
or with the Indian joint-stock banks, and the rate 
is partly governed by the bank· rate. For the 
JDOSt part, however, except when bank rates are 
'exceptionally low, any rediscounting of hundis 
which takes place is done with other indigenous 
bankers. In times of financial stringency, the 
rate of interest charged may rise considerably 
higher than the bank rate. The indigenous 
bankers, or schrolfs as they are called in t!w 

' Presidency towns, seldom discount European paper 
and do not purchase foreign or sterling bills, nor 
do they Wlder ordinary circumstances make loans 
on the security of Government or similar paper. 
In slack seasons, however, they may make short• 
period investments in Government paper. In 
addition to making loans through the discount 
of hundis, the schrotfs also make advances against 

· gold and silver bullion and on the general security 
of the borrower,· with whom their personal 
relationship is always very close. In many cases, 
these loans are for consumption purposes, and the 
rate of interest charged on such advances is 
generally much higher than the commercial rate. 

Government savings banks· were originally 
established in the Presidency towns between 1833 
and 1835, after the banking failures of 1832. In 

I87o, district savings banks were established, and 
in 1882 and 1883 post office sat•iNgs banks Wt'Te set 
·up. In 18<)6, the post office !'llVings banks took, 
owr the district banks and the savings bank 
business of the Presid.,.ncy Banks. The Govern
mt•nt dOt•s not hold any specific reSt-rve against 
d<'posits in the postal savings system; tht•se dt•posits 
are rt•ganled as unfundtod dt·bt and may be ust'<i 
for capital t'Xpenditurc. Intt·rl'llt is allowt:d on 
both call and time dl'posits. D..·posits may not 
exceed 750 rupt>es pt·r individual pt•r yt•ar, and the 
balance on deposit may not exceed s.ooo rupt't'S, 
At the end of 1929, dt•positors in the u,684 post 
office savings banks numbt•red over 2 million 
persons and total dt·pt>sits exct•edt·d 340 million 
rupees, including acc\Unulatt'<l intt•rt•st of Jo mil
lions. ,The system undt•rtakcs to transft•r small 
sums from place to place by m01wy ordt·r. 

Co-operatiVI credit so•-ielies have t·xi~tt·d ii1 
.India since 1!)04, and their scope and importance 
were extcndt•d by the Co-operativ~ Sucietit•s Act 
of 1912, which providt·d fur the formation of 
Central Co-operative Banks - i.r., banks created 
by a union of primary sucidit'l and{ur primary 
societi~ and individuals. Their purpose was to 
attract d<·posih from non-agriculturist~ to 
supplement th~ funds raised from this class by tht• 
primary societies, to distribute funds 11.1 n·q uired 
among the various primary socidil'S, and to l'Xt•rcis.· 
a supervision over tht·m. The co-opt·rative banks 
do not discount their agricultural papt•r with th<• 
Imperial or joint-stuck banks, but these institutions 
grant them advances against their own notes or 
on the !lt•curity of prominrnt men connected with 
the co-op.-rative banks. The fullowir•g statement 
shows the progrt·ss of co-opt•rative banking in 
India during the past decade. As in the case of the 

. Indian joint-stock banks, th~ official stati~tic8 
divide the co-operative banks into two c1assfoa : 
(A) those having capital and rt·servra exceeding 
Rs.5oo,ooo, and {B) those having capital and 
reserves between Rs.Ioo,ooo and Rll.soo.uoo. 

. Co-oPERATIVE BANKS. 
-

• Nu11aaa OP BAlta C..aT.u. AliDRasaana D...,.. UD Bouowuro l..oAJfl OUTITA.DiliO C.uH BALANc& 

v .... 
Class o- Class I Class T tal a-1 Clua T tal c•- t cJ ... , Total c•-~ CJ-, Total 

A B Total A B 0 A B 0 , A B A II 

----------- ---------------
1920.U., . s J6 ... 4 7 Jl 23 
1925-26 • . 10 104 114 9 20 29 54 
193<>-JI , . 26 170· tg6 24 I 34 I sa 124 

• 
It will be observed that, whereas the figures for 

Indian joint-stock banks point to a relative 
stagnation in the development of domestic 
commercial banking, striking progress of co-

. operative banking has taken place during the last 

Ru- (ooo,ooo't) ,, ... 2J 21 51 0 ... I.J 1.7 
. 93 147 45 88 133 •·1 6.2 6.9 

a.s 6.7 177 JOI IOJ 140 24J 15.2 

cJ.,cade. India is chiefly an agricultural country; 
the co-operative banking system, which ia almost 
exclusively directed towards providing agricultural 
credits and which is as yet in the first stagt-a of 
development, is therefore likt-ly long to remain 
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the most progressive branch of domestic banking. 
The smaller institutions have increased, both in 
number and relative importance, more rapidly than 
the larger ones. As the smaller co-operative banks 
frequently ·place part of their funds with the 
larger banks, a certain amount of double counting 
is involved in the figures above ; but it is believed 
that this roughly compensates for the omission 
from the statistics of institutions with capital and 
reserves of less than Rs.1oo,ooo. As a rule, even 
the larger co-operative banks do not compete with 

the institutions carrying on commercial banking 
proper. . . 

The relative importance of the various classes of 
institution in the Indian banking system will be 
seen from the following statement, which .shows 
the volume of deposits in the different groups 
mentioned. In addition to postal savings accounts, 
figures are also given for five-year cash certificates 
outstanding, as . these, to a considerable extent, 
take the place of sayings deposits in other countries. 

CoiiiiERCIAL BANKS SAVINGS BANKS. ETC. 

Imperial Co· 
Bank Exchange Indian operative Postal Postal 

Grand 
total 

Year (exclud· banks joint- Total banks savings 6.ve..year Total (4J+(h) ing (deposits ·stock (a)· (c) (deposits 
baoks ca."h cer· (e)-{g) 

"Public in India) banks and bar· tlficates 
deposits" 

(a) (b) (c) 

1920 • .. . 78o 748 735 
1921 . . . . 658 752 802 . 

570 734 6so 1922 
1923 . • 742 . 684 . 562 
1924 . ' . . •. . 767 700 552 
1925 . . 778 '705 579 
1926 739 715 632 
1927 • . 721 688 643 
1928 713 7" 664 
1929 . . . 716 666 663 
1930 ' . . . 766 681 675 
1931 . 6)8 675 661 

l ' 
Wher.:as total commercial bank deposits shown 

in column (d) were somewhat reduced in the years 
of the early post-war crisis and have since remained 
roughly stationary, savings' deposits and similar 
accounts included in column {h) have increased 
without interruption since 1920. The share of 
the savings institutions in the general total given 
in column (•) rose from about 12 per cent in that 
year to 37 per cent in 1931, As a rule, the exchange 
banks and the larger Indian joint-stock banks hold 
some proportion of their cash balances on deposit 
with the Imperial Bank. These inter-bank deposits, 
which are not shown separately in the balance
sheets of that bank, are included in column (a) 
above. A certain though not substantial double 
accounting is involved in column (d) and also in 
column (•), partly on this· account and partly 
owing to a similar practice being applied by some 
of the larger co-operative banks in regard to the 
commercial banks. Of total net deposits in 1930, 
which are thus slightly lower than the figure shown 
in column (i), co-operative and savings bank 
dPposits, including Postal Cash (Savings) Certi
ficates, constituted somewhat more than one-third, 
the remainder being fairly equally distributed 
among the Imperial Bank, the exchange banks 
and the Indian joint-stock banks. The figures 
fur 1931 and such provisional figures . as are 

rowings 

(4) (e) (f) (I) (h) (<) . 
Rupees (ooo,ooo's) 

2,263 48 229 48 325 2,588' 
2,21:& 65 223 43 331 2.54] 
1,934 84 232 31 347 2,)01 
1,g88 100 248 84 432 2,420. 
2,o:zs 125 256 131 512 2,537 
z,o6z 147 272 210 629 2,691 
2,08.5 190 295 267 732 2,837 
2,0,52 220 327 3°7 · 854 2,906 
2,o88 239 345 323 907 2,99.5 
2,045 270 371 350 991 3,036 
2,122 301 370 '384 1,055 3,177 
1,974 318 ]81 446 1,145 3.119 

available for 1932 point to an accelerated dt:cline 
in the relative importance of commercial bank 
deposits in the course of the present economic 
depression. . . . . 
, The available information' on the number of 
bank offices, including agencies; of . the several 
categories of commercial banks since 1926 has been 
summarised in the. official statistics as follows : 

NUMBER OF HEAD OFFICES, ·. , 
BRANCHES AND AGENCIES. 

f-tmperial 
Indian 

Year Exchange joint-
Total. Bank banks stock 

banks 
. 

1926 . . . 169 77 484 730 
1927 . . . . 168 88 528 .784 
1928 . . . 170 86 554 810 
1929 170 86 637 893 
1!)30 . . . 167 88 683 938 

The series shown f~r the Imper~ Bank includes 
the three local head offices at Calcutta, Bombay and 
Madras. None of the exchange banks has its 
head office in India. The rapid increase in the 
number of bank offices and agencies of the Indian 
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joint-stock banks is more apparent than real, and 
would appear to be due mainly to the fact that the 
information available on this subject is gradually 

· becoming more complete. This series includes a 
large proportion of head offices, the number of 
which rose from 119 in 1926 to 171 in 1930, while 
the number of reporting joint-stock banks whoSt> 
deposits are shown in ~olumn (c) of the deposit 
statement above was 75 and 84 respectively in the 
two years. Thus, the known number of non
reporting Indian joint-stock banks is very 
considerable. These banks are, however, prac
tically all very small and thus, even collt•ctively, 
of slight importance. Their exclusion from the 
statistics does not therefore invalidate to any 
appreciable extent the deposit figures shown 
above. 

The accounts of the indigenous " bankers " are 
entirely ignored in the banking statistics. Although 
the greater part of these so-called bankers are 
small-scale moneylenders (" merchant bankers '") 
who do not receive deposits, those who do are still 
very numerous, and the aggregate amount of the 
funds entrusted to them is believed to exceed by 
far the amount of ordinary bank deposits. Most 
of these funds, however, which largely belong to 
religious institutions or represent family fortunt·s 
that have accumulated for a very long time, are 
administered like trustee deposits, and yield a wry 
low rate of interest. Thus, they are rather of 
the nature of permanent inwstments and have 
very little in common with such bank deposits as 
serve as a basis for commercial credits. 

Apart from the Imperial Bank Acl and the Co
operative Societies Act referred to above, no spt·cial 

banking legislation exists in India. The banks 
are registered und,•r the gt•neral commt•rcial Ia w 
(Indian Compani~s Act}, which dOt•s nnt contain 
any specific provisions rdating to banking.' 
Thus, the banks are untlt·r no \,·gal obligation to 
submit complt·te balanct•-sht-cts or rl'ports no their 
operations to any ct•ntral authority. Voluntary 
rdurns cowring certain principal accounts an•, 
however, submitted by a large numbt•r of banks, 
including all the more important ont•s, to tht' 
Department of Commercial Intelligence ami 
Statistics, which summarises tht•se accounts in an 
annual publication : Statistical Tubks rel<lting 
In Banks i11 I n<lia (published t'ightt•cn months tn 
two years after the date to whicl1 tht·y rdatt•). 
Separate summarit"' are given for each catrgory 
of banks. As these summarit'S do nut p.·m1it of 
adaptation to the standard forms applit·d 
throughout the present publication, tlll'y arc 
reproduced approximately in their original fonn 
In Tablt> 3~ (a) below. In the caSt· of tht• Exchange 
Banks, only the accounts relating to opt·rations 
in India are includt·d and no distinct ion ill made 
between Class A and Class B banks (Stoe statt•mt•nt 
on page 320 ahow). Similarly, no distinction is 
made bctwt•en larger and snmllcr Indian joint· 
stock banks. For reasons alrently imlkatt•tl, tht• 
aggn·gatcs shown at tho bottom of the table 
involve some double counting, which it is not 
possible to eliminate on account of insutlicit·nt 
specification of the basic data. Dt·nmnd and time 
deposits arc not shown St'paratt·ly. 

The official statistics tin not contain uny prulit 
and loss summarit·s. 

• In 1929. an Indian Central B1nking Enquiry Committee wa• !let up which iooued a r.port In JQJI. The tenn~ of 
reference of thls Committee and tb'! main ptop0§'1lt contained in its report, wtuch have not •• yet ~ earned toto 
effect pending a final solution of tbe Central Reoerve Bank question, are oumrruonsed at the end of tluJ chapter. 



32-J 

INDIA. 

INDIA 

ALL COMMERCIAL BANKS. · Table SS ( •). 

SUMMARY OF CERTAIN ACCOUNT.S. 
-

Rupees (ooo,ooo~sJ . 

. 
1925 1926 1927 1928 1929 1930 1931 

IMf>trW BanA oflHdill: 
\ 

Capital paid up . . 56 56 56 56 s6 s6 56 
Reserve ud rest . 49 51 52 54 . 55 . 55' 51· 
Deposita . . . . . 833 8o4 793. 793 792 840 722 I Public: • 55 65 72. 8o 76 74 . 83 
Thereof ' :716 766 6J9 Private . 778 739 721 7'3 
Casb balances 175 209 109 . 106 140 IJO 110 

' . 
Exc/&tlflfl BanAs : -. I 

N ,.,,.,.. tJf .l>afl/&s z8 z8 z8 z8 r8 z8 Z7' . . .. 
688 667 681 675 Deposita. 70S 715 711 . 

107 81 8t 91 77 88 Casb balances •. . 94• 

l11diofl joint-sloe/& bn"h : . ' ' ' ' · Nu"'bn of banAl . '• . . 74- 75 11 74- 78 84- 84. 
' 76 76 86 83 86 Capital paid up • 75 77 

R-rve and reot 43 .. 45 46 '47 . 41 49 47 
Deposits1 ••• . . 579 . 631 643 663 663 675 661 . . 
Casb balan""" 1 , loB. 99 82 87 95 • 82. 82 . . • 

All re/>CJf'li"R bats/Is: ' 
., 

Nu,.bnofbanAs 93 94 96 93 . 97 I0.1 ro• . 
Deposits • . 2,117 2,150 2,124 :1,167 2,122 '2,196 2,058 
Casb balances 377 4'5 272 . : 274 J26 - 289 2l!o . 

' Value of currency in cents of a u.s. 
dollar . .. J6.9 J6.2 J6.7 . 36.s . J6 . .f" 35·9 15-4 . . .. ' 

• Excluding the Bo""o N~~<iOfllll U/lramariflo, which has not published its report for 1931; see footnote 2 on page 320, 
• Accounts In India only. · 

THB INDIAN CBMTRAL BANKING ENQUIRY COMMITTEE. 

lo 1929, the Government of India set_ up a Banking 
Enquiry Committee with the followmg terms of 
reference: 

" To investigate past records and existing conditions 
of banking in India, including the organisation of the 
Jlloney Market, and ~ consider the steps, if ~ny, th~t 
are feasible and desirable under the followmg mam 
beadings: 

" (a) Tbe development of banking with 
a view to the expansion of indigenous, co
operative and joint-stock banking, with special 
reference to the needs of agriculture, commerce 
and ind~ • · · 

" (b) · Th~ regulation of banking with a 
view to protecting the interests of the public: and 

" (c) Banking education with a view to the 
pfOVJSion of Indian personnel in adequate 
numbers and with the necessary qualifications 
to meet the increasing needs of the country for 
a sound and weU-managed national system of 
banking." . 

• 
The principal recommendations of this Committee 

may be brielfy summarised as follows : 
(a) The establishment of a Central or Reserve 

Bank fur the mobili!llltion of tbe banking and currency 

reserves of India and for increasing the volume of 
credit available for trade, industry and agriculture. 
· The removal of the restrictions on the foreign 

exchange business of the Imperial Bank of India, 
as being in the interest of development of India's 
foreign trade. The creation of a new exchange bank, 
in the event of no satisfactory arrangement being 
made between the r,roposed Reserve &t,nk and the 
Imperial Bank of nd1a regarding the conduct of 
exchange business, or if the latter should find itself 
unable to fulfil its obligations regarding foreign trade 
within a stipulated period. For the development of 
the Indian bill market, the Reserve Bank to be 
permitted to purchase, sell and rediscount rupee 
unport bills. The formation of an all-India Bankers' 
Association, including as members, not only the three 
classes of banks, but indigenous bankers as well. 

(b) For the regnlation of banking, two principal 
recommendations are made : (1) the promulgation 
of a special Bank Act comprising provisions governing 
all banking institutions, and (2) the amendment and 
amplification of the Indian Companies Act so as to 
provide for additional matters which require to be / 
dealt with by legislation. · 

(c) For the development of banking education, 
the Universities are urged to give greater facilities 
for the study of banking. · . . 



A.USTRAW AND NEW ZEALAXI>. 

0«-utoral lnlrodueUon. 

The connection between the comm~rcial banking 
"!'ystems of Australia and New Zealand is very 
close ; of the six banks operating in New Zealand, 
four are primarily Australian institutions, and one 
of the two New Zealand establishments also carries 
on operations in Australia. All the important 
banks operating in both countries have either their 
head offices or important branches in London, 
where large balances accrue and are drawn upon in 
financing the external trade of the two Dominions ; 
in the annual reports of these banks, however, no 
distinction is made between assets held in or 
liabilities due by the Australian and New Zealand 
offices, on the one hand, and the accounts relating 
to the offices situated outside each Dominion, on 
the other ; nor are inter-branch balances due from 
non-Dominion to Dominion offices or those due by 
Dominion to non-Dominion offices shown separately. 
The official banking statistics published in Australia 
and in New Zealand include only the accounts of 
the offices situated within each Dominion and are, 
therefore, not sufficiently complete to give an idea 
of the true position of the banks as a whole, more 
especially as the greater part of the aggregate 
capital and reserves is shown in the accounts of 
London head offices which are excluded from the 

Dominion statistics. The banks having tht>ir hrad 
offices outside rith~r D<>minion, and thiL~. from the 
point of view of accountancy, holding thl'ir capital 
and rtoservcs abroad, are not rt•quired Spt"Cially to 
eannark any part of tht•se funds for tht' account of 
the branch~ in the Dominions where in fact th" 
bulk of their operations are carrit•d on. 

For these reasons the plan is followed, in tht' 
present chapter, of first treating the Australian and 
New Zealand banking systt•ms inoividually and 
then showing the movement in banking In the twn 
Dominions as a whole. Separate summary tablt·s 
are giwn for each country, with dt•tailt•d notu to 
each table ; in each case these tables show only 
the assets and liabilities of the banking offir•·~ 
within the Dominion and exclude complelt-ly 
capital and reserve accounts. A St·parate summary 
table for Australia and New 1A"aland combined is 
then presented ; this table, which Is based on tho 
complete annual balance-sheets of all important 
banks, covers all business in Australia, New 
Zealand, London and elsewhere and also includt'll 
capital and reserve accounts. A summary table of 
the profit and loss accounts of these banks, based 
on statistics published In the Eco1101t1id, is also 
shown. ' 

A. USTRALIA. 

lntroductorJ Note. 

Banking in Australia during the course of the 
economic depression displays several features of 
particular interest. Perhaps the most import~nt 
of these is the development of the central banking 
functions of the Commonwealth Bank. As pointed 
out in the last edition of this Memo1andum, the 

- Commonwealth Bank is an institution of mixed 
character ; it acts as Government banker, controls 
the note issue, is authorised to rediscount bills for 
the " trading " banks and, in addition, accepts 
deposits from, and makes direct advance~ to, the 

·business community. Its accounts are not mcluded 
in the summary table presented in this chapter, nor 
in that on Australia and New Zealand combined. 

The Australian balance of payments, like that 
of other producers· of raw materials, was very 
adversely affected by the fa.ll in prices in recent 
years. Heavy exports of gold took place in 
October 1929, and in the following month the 
Commonwealth Bank was authorised to acquire all 

of Australia'• gold supplies. The ~xchangc fdl 
below gold export point early in 1930. In the 
year ending June Joth, 1930, the Commonwt-alth 
Bank shipped abroad gold to the value of 
£26.5 million, of which the greater part was 
acquired from the trading banks under the 
legislation mentioned. Even these shipments w~re 
not sufficient to satisfy the demand for foreign 
currencies ; it was necessary to ration the foreign 
exchange available, and an arrangement was 
reached between the Commonwealth Bank and 
the trading banks to pool their sterling resoura.-s 
in ord~'l' to ensure that priority would be given to 
Government requirements for interest on sterling 
debt, etc. 

These difficulties continued into 1931. Early in 
that year, one of the trading banks broke away 
from the exchange pool, and the Australian pound, 
which had hitherto been maintained at a fictitious 
parity through rationing, was allowed to depreciate. 
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In thl' yt"ar ending June 30th, 1931, the gold 
n•Sl'rV<'S of the Commonwealth Bank fell by 
.£4.7 million and those of the trading banks from 
£4.6 million to £2 million. · The position of the 
public finances bcca~e particularly strained d~ng 
tiJ.is period and deficits were financed by the 1ssue . 
of Treasury bills to the Commonwealth Bank. In 
April 1931, the Commonwealth Bank intimated to 
the Loan Council that it could not continue to 
provide credits beyond a stated limit to the National 
and the State Governments. . The Loan Council 
appointed a committee of experts, who drew u'p a 
scheme of retrenchment which was subsequently 
adopted at a conference of State and Federal 
Ministers, and came to be known as the Premiers' 
Plan. One of the features of this plan was the 
flotation of an Internal Conversion Loan of 
£556 million, by means of which the average 
nominal rate of interest on long-term Government 
debt was reduced from 5% to 4 per cent. The 
actual yield on long-term Government securities 
maturing withln fifteen yt"ars fell from 9 per cent 
prior to the conversion to 5 per cent she months 
later. 

' 

When Great Britain abandoned the gold standard 
in September 1931, there was a considerable return 
flow of capital to Australia. The Australian pound 
·was maintained at a discount of 30 per cent below 
sterling, and the trading banks were offered a great 
deal more sterling than they could sell. At the 
beginning of December 1931, the Commonwealth 
Bank announced that it would buy sterling from 
the public without restriction at rates to be lixed • 
by it, and that it would also buy from the banks 
any surplus accumulated by them. The rate was 
fixed at £125 Australian to £100 sterling. Until 
1931, . the Commonwealth Bank )lad been obliged 
to keep a gold reserve of 25 per cent against notes ; 
in 1931 this was lowered to 15 per cent, and in · 
June 1932 the Act was again amended to allow 
the bank to hold its reserve in either gold or sterling. 

Attention may now. . be directed to the 
development of commercial bank accounts in 
Australia during the past few years. The following 
table summarises the principal assets and, liabilities, 
withln Australia, of the principal trading banks ; 
the accounts of the Commonwealth Bank are not 
included. 

£ (ooo,ooo's) \ 

Accounls 
. june 1929 June 1930 jnlle 1931 june 1930 ji1ne 1933 

----·-
I, C...h: . 

(4) Coin aod bullion , .•. '. . . 25-2 .. 
(b) Australian notes 12.8. i 

· ( r) Balances with Common~ ' wealth Bank. ' •''•'·. .. •; 9·• ; 

•• Government and municipal ICCU- .. 

ritiea . . . . . . . . . 22.9 

J. Discounts, advances, etc. . 223.1 
4· Deposita : 

(•) Interest-bearing . 178.9 
(b,l Non-intereat-bearinl{ . . 107,8. 

j 

A striking feature of the above table is the changt; 
in the composition of the banks' cash holdings. 
In recent years, practically all of their cash reserves 
have taken the form of Australian notes and 
balances at the Commonwealth Bank, while in 
1929 more than half took the form of coin and 
bullion. Holdings of notes have not shown great 
variation in rect>nt years, but balances with. the 
Commonwealth Bank have increased considerably. 
This illustrates the growing importance of the 
central banking functions of this institution, to 
which reference has already been made. The 
increase in total cash holdings between June 1930 
and June 1931 is to be considered in conjunction 
with the Commonwealth. Bank's financing of 
b~dgetary deficits through the purchase of Treasury 
b~ - a form of central bank credit expansion. 
Discounts, advances, etc., rose . by £.to million 
between 1929 and 1930, chiefly due to assistance · 
given by the trading banks to the States and 
!flunicipalities ; they fell by about the same amount 
m the next two years. Interest-bearing deposits 

,• ' 
'4•6 2.0 . 2.0 

'• 
1.9 

t6.J 19.0 : . 18.7 ,15.8 ., 

16.9 3•··· 29.1 2J.6. .. . ' ,. 

19·3 21.5 43-7 52.8 
262.8 241-3 2Z9.J 234·' 

178.8 18o.4 189.9 185·7 
89.8 81.1 87.1 890 

. moved but little from 1929 to 1931 and current 
accounts (4b) contracted quite sharply. This 
contraction came to an end late in 1931, which 

·would appear to be the result of the participation 
of the Commonwealth Bank in the programme· of 
credit expansion agreed to in the Premiers' Plan. 
The Commonwealth Bank has complete discretion 
with regard to the amount of Treasury bills it will 
take up. . In February 1933, an agreement was 

. reached between the bank and the Loan CounCil 
whereby necessary budgetary deficits should be 
financed through the issue of Treasury bills, while 
public works should be. financed through loan 
issues.· . 
. The increase in the trading banks1 holdings of 

Government securities after 1931 is. due to their 
purchases of Treasury bills, which are classified 
under the former heading in the official statistics ; 
they account for over £27 million of the total 
shown for item 2 in both 1932 and 1933· These 
bills are discountable at the Commonwealth Bank ; 
conse<j.uently the trading banks have been able to 
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let _their cash reserves run down. In the year 
ending· June 1933, the banks increased their 
discounts and advances slightly ; sight deposits 
also went up, while fixed deposits declined, 
indicating a more active use of deposit accounts. 

During the past two years, interest rates in 
Australia have been considerably reduced. The 
rate of Treasury bills, which stood at 6 per cent 
atlhe beginning of 1931, was reduced by successive 
stages to 3 ~ per cent at the beginning of 1933 and 

End ·of june Common- 'other wealth 
Savinl<s saving! 

Bank banko 

(•) (.) 
. 

19'8. . . ... . . . . . ••. a '4'·3 
1929-· . . . . . . . so.s 175·4 
19j0, 

' . . . . . . 49.6 •67-9 
19jl. . . . . . . 49-S 143·9 
19J2. . . . . . . . . . 11.5-9. a •. , 

The· sudden rise in 1932 in the deposits of the 
Commonwealth Savings Bank, which was operated 
as a department of the Commonwealth Bank until 
1928, is to be accounted for by its absorption of 
the Government Savings Banks of New South Wales 
and Western Australia, which became involved in 
difficulties and were forced to suspend paymt•nts 
late in !931. Between the middle of 1929 and 
the middle of 1932, deposits in all savings banks 
(column c) fell by £28 million, or 12 per cent, 
considerably more than deposits in commt"rcial 
banks, which declined by .£18 million, or 6 po.-r cent. 
The rise in deposits in the Commonwealth Bank is 
largely to be attributed to the commercial banks' 
sales of gold to that institution and their increased 
tendency to keep their cash reserves in the form 
of deposits with it. · 

2% per cent at the middle of that y.·ar. The rate 
on time deposits was brought down to 2 per cent 
on three-month deposits and 3 per cent on two
year dt•posits. Overdraft rates were also reduced, 
the maximum for loans to primary producers being 
5 ~~ per cent at the middle of 1933· 

The following table enables a comparison to bt' 
made between the movement of dt•posits in savings 
banks, commercial banks and the Commonwealth 
Bank of Australia : 

I (ooo,ooo .. ) 

ToUI Commo• ,...vmg, Commercial ToUI Grand total 
banko banks (c+~) -oltb (HI) 
(•+•) Dank 

(<) (~) (•) (/) (I) 

I8j.l 250.6 433-7 35-2 468.9 
22.5-.5 J02.J s27.8 UCJ S71 7 
217-S 285.a so•·7 ••·• sus 
193·4 .,s.s 471-9 S7-7 . s•11.6 
,g&.o 284.1 483.1 6j.6 S4H 

The figures shown in the summary tabl!' fur 
Australia differ slightly from !hoSt• puhli~hcd in 
the last edition ; they cowr only the principal 
trading banks, whirh account, howewr, for ovo•r 
95 per cent of the total banking bu~illt'!l..~ of Australia 
(excluding the Commonweallh Dank). Tlwy art! 

based on official statistics, as ro•produc!'d in tlw 
Aush'ala5ian Insurance and Banking Rteord. Th" 

. figures relate only to assds and liabilitit•l within 
Australia. · Most of the banks carry on busin!'S.~ 
clscwht•re as wdl The proportion of capital 
rcsouret•s devoted to the Australian business is nut 
shown. For these reasons, total assets and 
liabilitit's, as given in the aurnmary table, do not 
balance. 

Balaoee·sbeel Summary. 

I. Casll. 

The amounts shown in· the summary table under · 
(a) consist of (x) coh~tl gold and silver and other 
metals and (2) gold and silver in bullion or bars to 
the following amounts : 

I (000,000'1) 

June quarter 
Coin Bullioo Total 

' 
1925. . . . . . . 22.5 4·5 27.0 

1929. . . . '25.1 0-4 25-5 
1930 . . . " . . ... . 4·5 0.1 4·6 
1931. I . 1.8 0.2 2.0 . . . 
1932. . . . . 1.7 0.3 2.0 

1933· . . . . . . . 1.6· O.j 1.9 

The sums shown under (b) consist of AIL,tralian 
Ju;Acs issued by the Commonw~allh Bank and 
deposits held by the joint-stock banks with that 
Bank. The amounts due by the Commonwealth 
Bank to other banks are ahown below . for the 
period under review : 

juoe quarter 

1925 .• 
1929 .• 
1930 ... 
1931. 
1932- .• 
1933 .• 

'(-.-'1) 

3·9 
9·2 

16.9 
J2.2 
29.1 
2j.6 

Small balances due to &avings banks may also 
be included in the above figures. 
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AUSTRALIA. COMMERCIAL BANKS Table 39 (a) I. 

ACCOUNTS 

Number of Banks .. . . . . . . . 
Assi!TS. 

I. Cash.· ......... , . . . . ., ... . 
(a) Gold, silver and small coins. . . . . . 
(b) Inla~d notes and balances with Central 

Ballk . . . . • . . . . . . . . ~ , . 
2. Other Items of a Cash Nature. . . . · .. 
3· Bills discounted and bought. . . . . . 

(a) Treasury bills . . . . . . . ; . . 
(b) Commercial bills, Inland. • . . . . 
(c) Commercial bills, Foreign. . ... 

4· Investments and Securities. . ·. . • . 
(a) Government . . . . . . 
(b) Others .. •. . , ..... . 

5· Participations . . . . . . . . . . . . . 
6. Due from Banks (Correspondents) . 

(a) At home. . · . · . 
(b) Abroad. . . . . . 

7· Loans and Advances. . , 
(a) On current account 

.. 

. . 

(b) Other .... , .. , , ,,. . . . .,• . 
8. Cover for Acceptances ., . . . .• ~ 

q. Premises, etc.. . , . ·: . . 
10. Sund~J: Assets; . . 

SUMMARY OF POSITION : AVERAGES 
. :FOR QUARTER ENDING JUNE _30TH : .. 

1925 

50.1 
27.0 

:IJ.l 

2.1 

12.9 

' 3·5. 

6.2 

1931 . 1932. 1933 
. 

. II II , II--· 

£A, (ooo,ooo'1 omitted) 

'47-2 37·6 53·2 49·8 
6 20 '2.0 25;2 1- 4· · 

22.0 

2.1 

23·3 

. ,. 

7·1 

33·0 
l;-9 

19·3 

,4.1 

51.2 

1.3 

21.5 

'. 2.9 

43·7 

3·8 

262.8 _241·3 229·3 

7·6 8.o " S.o · · 

10 

'39-4 
1.4 

' 52.8 

'3·7 

8.o 

II. Total Assets . . • . . . . • . . • . 270.1 331.3 . 333.3 328.2 335.9 341.3 
• 1-----1 ----1-----1 

LIAUILllJES. 

12. Capital paid up • . . .. • • . . . . . . 
IJ. Reserve Funds . . • . . . . . . . . . • 
14. Profit-and-Loss Accounts, Undivided Profits, etc, 
15. Notes in Circulation . . . . , . . . ; · . . • 
16. Cheques and Drafts in Circulation . . • . . . . 
17. Due to Banks (Correspondents) . . . • , . 

(a) Athome •..••....... ~,, .•. 
(b) Abroad.·· . . . . . • . . . ,, .•. 

r8. Deposits. . . . . ......... , , _ ... , .. 
(a) Current accounts and sight deposits • . 
(b) Savings accounts • . , . . . . . . . 
(c) Time or fixed deposits , .....••. 
(d) Other deposits .. . . . • • . • . .. 

19. Rediscounts and Other Borrowings . . • . . 
20. Acceptances and Endorsements • • • . . . • . 
21. Sundry Liabilities. . . . . ,, . . . • . . • . 
22. Total Liabilities. • • . . . • . • . . . . . •• 
23. Value of currency in cents of a U.S. dollar at 

the end of June of each year • . _. , • • . . 

0.2 
2.6 

- 3·2 

24B.s 
'zo8.4 

_, 

0.2 
J.7 
2.4 

0.2 
2.8 
2.7 

= • 

0.2 
2.3 
1.5 

270.0 262.8 
89.8 81.1 

0.2 
2.1 
1.3 

0.2 
.2.1 
1.2 

·-
- - .- - - -

140.1 180.4 r8o.z 181.7 192.9 188.6 - - - - - -- _,__ - - - -

' l-=..,.--:-
254.5 294.5 275.7 266.8 293.6 281.1 



At'STRAI.IA 
\ 329 

2. Other I Uffls of 11 Casll N lllwe. 

This item consists of the banks' holdings of 
chequE'S and drafts on other banks. 

3· Bill&. discounted and boughl. 

returns nor in the attachE'd summary table baS<'d 
on them. · 

The paid-up capital and rt"Sl'rvt"s, etc., of all the 
Australian trading banks with h~ad ofti~s in dtlwr 
Australia or London were as follows in the years 
und,,r revi,-w : 

The bill portfolio is not shown separately iri tJJf, ' 
official statistics, but is included under loans and ----------:--------
advances (see note to group 7 below). ' (ooo,oao'sl 

4- Investments and Securities. 

. The amounts shown in the summary table 
mclude the ·banks' holdings of Treasury bills, 
shown separately only by certain banks in 193:1 
and 1933 ; for those banks thry amounted to 
£27-4 million in both years. 

7· Loans and Advances. 

This item includes discounts, advances, overdrafts 
and all other assets not otherwise enumerated h .. Jd 
by the banks in Australia. • 

9· Premises. 

t:nd ol Juno 
Capital 

R....,.,. 
and 

undivided 
proftta 

-------1---1---
1929. 
1930. 
19Jl. 
19J2. 
1933· : 

44-6 
.f4.6 
44·9 .....0 
44-0 

35-0 
J6.l 
J6.11 . 
35-4 
35-1 

These fi!,•nrt'S do not include the capital and 
reserves of the foreign banks operating in Australia. 

15. Notts in Circtdalion. 

This item includes w1known amounts of landed The trading banks lust the right nf note-issue in 
property which the banks have acquired through 1910. Practically the whole of the amounh ahnwn 
the f~re?osure of m?rtgages, in addition to that· for the yean und,•r r .. vio·w rt•pro·!l<'nt noto·s which 
used m 1ts own service. · have been lost, etc., and ncwr pro·St·ntt-d for 

II. TotRJ Assets. 

These J'efet only to business transacted by the 
Australian offices of the banks. The official 
statistics exclude cover for_ acceptances, letters of 
credit and all transitory as well as certain internal 
bank accounts which may be included in the 
complete balance-sheets published by the . banks. 
All these items .are accordingly excluded from the 
totals shown in the summary table. .. 

12, 13 and 14. CapitRJ, Reserv'es 11nd Undivided 
Profits .. , 

A special statement is periodically · published 
showing the ·capital, reserves, etc., of the banks 
operating in Australia as at June 30th of each 
year. No division is· required or made, however, 
between the capital and reserves relating to the 
banks' Australian business (i.e., that covered by the 
official quarterly banking statistics) and the capital 
and reserves relating to the business transacted by 
.the banks' hiad offices in London or their branches 
in New Zealand and elsewhere. · Figures for capital 
and reserves are therefore not giv~n in the quarterly 

redemption. 

16. Cheques atul Dru/ls in Circulatio11. 

The sums shown und .. r this heading con.~iRt 
of chequt-s and drafts i!ISued by the banks in 
connection with both external and int.,r-State 
'trade. • 

18. Deposits. 

In the official statistics, sight and time dcposih 
are distinguished as " non-interest-bearing " and 
" interest-bearing " deposits respectively. The 
amounts shown in the summary table as time 
deposits include small amounts of perp<'tual d•·posit 
stock issued by certain banks. The figurl's shown 
do not include deposits made in branches of the 
Australian banks in London and elsewhere abroad. 

2z. TotRJ Liabilities. 

For the reasons indicated above, total liabilitiea 
do not correspond with total assets (see notes to 
groups II .and 12, etc.). 
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NEW ZEALAND. 

Introductory Note. 

The salient features '~f the· development of 
banking in New Zealand since the publication of 
the last issue of this Memorandum are (1), the 
adverse balance of payments until the latter part 
of 1932 which is clearly reflec~ed .in the ban~' 
accounts; l2) the substantial decline m the e~cchve 
use of bank credit ; (3) the increased assistance 
given by the banks to the Government ; and (4) 
the rl-cent legislation establishing a Reserve B~nk:. 

In common with other exporters of raw materials, 
New Zealand has suffered very seriously from the 
price decline of recent years. Export values were 
greatly diminished and large fix~d payments had. to 
be made in London for the service and redemption 

. of debt. The New Zealand exchange fell below 
the gold export point early in 1930 : by September 
1931, sterling was quoted at a premium of IO per 
cent, and, when the United Kingdom abandoned 
the gold standard, this rate was maintained. In 
December 1931, a compulsory exchange pool was 
forml'd. Exports were allowed only under licence 
and the exporters were required to remit. all 
proceeds to New Zealand through one of the 
six trading banks. The purpose of this pool. was 
to ensure that sufficient sterling resources would 
be forthcoming to enable the Government to meet 
its external debt requirements ; the Government 
was to have the first claim on the. exchange 
resources accumulated by . the · banks. These 
restrictions were abandoned in the latter part of 
1932, but the exchange rate remained unchanged 
until early in 1933, when, as part of a general 
economic programme (which included the issue of 
a large conversion loan and further reductions of 
wages and salaries, and which Wall comparable in 
magnitude and scope with the Premiers' Plan in 
Australia), it was raised to the rate of £125 New 
Zealand = £100 sterling. ' 

The New Zealand banking statistics give a fairly . 
clear indication of movements in the country's 
balance of external payments. All the ·banks 
operate abroad - in Australia andfor ·London -· · 
but the official statistics show only assets and 
liabilities u·ithi~t New Zealand. Practically all of 
New Zealand's external transactions are financed 
through the banks, and, when the balance of these 
transactions is favourable, this is reflected in the 
banking statistics in increased liabilities in New 

Zealand, resulting chiefly from increased deposits. 
Conversely; a relative increase in assets within 
New Zealand must be balanced by a relative 
reduction in assets held abroad. "'fhe following 
statl!ment .shows the movement of the banks' total 
assets and liabilities in New Zealand during the 
past few years : ' 

£ (ooo,ooo's) . 

' Total 
Total Excess of 

june quarter assets 
liabi- ~·;·;.~t) Change 

,, . '. 
in New 

lities iu 
in New litios(-) column 

I Zea· Zea· in New (3) land land Zealand 

~- ----- (1) (2) (3) (4) 
'. 

6J.4 67-5 +4·3 1929. . . . ·' . . 
1930. . . ' . . • . . 69-9 66.2 -3·7 -8.0 
1931 ~ . . 68.g 62.6 --6.3 --2.6 
1932 . ' 69-4 61.5 ' -7-9 -1.6 . 
1933 • . . . . . . 70.0 65-7 -4·3 +J.6 

' • 

1.~ 
I. .. '0 ·l:i> 

Column 4, which shows the year-to-year changes 
in the· difference between assets and liabilities in 
New Zealand, may be taken as an indication of the 
direction of, the movement of the balance of out
ward (-) or inward ( +) ·payments. It does not 
accurately reflect the magnitudes involved, as 
specie shipments made by the Government are not 
included. It will be seen that the balance of New 
Zealand's payments was very unfavourable in the. 
year ending June 1930 •. that it continued to be 
unfavourable - though at a diminishing rate -
during the next two years, and that there was a 
net balance of inward payments into New Zealand 
in the year ending June 1933 .. This last movement, 
which was more marked in the first six months of 
1933 than in the. previous semester, is due partly 
to higher domestic .currency prices and an increase 
in the excess of exports, and partly to the repatria-' 
tion of capital subsequent to the raising of the 
exchange rate. . 

The following statement shows the fluctuations 
in the principal earning assets of the banks and 
in their deposit liabilities -· in all cases, within 
New Zealand - during recent years : 
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I (ooo,ooo'l) 

........ J w1e quarter 
Discounts Government D&POiilTS deposits as 

and advances securities perttntage of 

' 
( 1) (J) . 

1929. . . . . . 47·4 3·• 
1930. . . . . . 34·1 ,56 
1931. . . . . . . . 53·4 4·6 
1932· . . . . so.6 9.1 
1933· . . . . .. 6.8 14·4 

1 Exclud· . mg Go• ernment depoetl:o • 

Discounts and advances rose consid,•rably in 
1930 •. but they have fallen steadily since that year, 
and m the June quarter of 1933 were again at 
about the 1929 level. Total deposits (column 5) 
~ell by almost £6 million between 1929 and 1931 ; 
m the next two years, they rose by £-t-6 million. 
More significant than the movements of total 
deposits arc the relative movements of free and 
fixed deposits. Free dc.>posits rc.>present current 
accounts mainly in active business use, while 
fixed deposits largely repn•sent funds awaiting 
investment. The former fell continuously between 
1929 and 1932, and were £10 million, or 37 per cent, 
lower at the middle of the latter year. Fixed 
deposits, on the other hand, increased by over 
£5 million during this period. Column 6 shows 
the consequent fluctuations in the ratio of these 
two groups ; changes in this ratio may be taken 
as reflecting vaxiations in business confidence and 
the willingness of investors to assume economic 
risks. The shaip decline between 1929 and 1932 
clearly mirrors the stagnation of trade and industry. 
A reversal is evide11t in the yeax ending June 1933. 
Fixed deposits continued to increase during this 
year, but the increase was even more marked in 
current accounts, with the result that the ratio of 
free to fixed deposits rose slightly. 

The declining activity of bank dc.>pusits during 
the years 1929 to 1932 is also reflected in the 
ligures for bank debits, which represent the total 
financial transactions effected in the country. The 
following statement shows the weekly average of 
bank debits to individual accounts for the first 
six months of each year since 1929 : 

1929. 
1930. 
1931. 
1932. 
1933· 

. ' 

S (ooo,ooo's) 

23·3 
22.1 
16.4 
15.2 
15-9 

' 

Between 1929 and 1932, the weekly average of 
bank debits fell by 35 per tent, or •in roughly the 
same measure as free deposits. Like the ratio of 
current to time accounts, the total of bank debits 
shows an upward movement in 1933. 

hM Fiud Total• bed d•pooi tl 

L1l (4) ( )) (6) 

•6.8 30 .• .57.0 88.7 
•3-2 30·3 76.1 
18.1 

5J.7 
33·' 31-2 H-7 

16.11 3H 3•·• 47 3 
111.9 3"·9 3J.II 31.2 

I 

It is of intert•st to comp."r" the movements of 
deposits in savings banks with tho~~e In connn~rciul 
banks. The following table shows amounts to the 
crW.it of depositors in the Post Office Savings Dunk 
and in private savings banks over the pt•rind 
studit·d : 

£ (ooo,ooo't) 

EtKl of Marcb Post Ollice Prlvate 
Savlnll' aavinp Total 
Bank banks 

----
192'). . . . . 48.6 11.5 57·1 
19JO. . . . 49·5 9-:Z 58·7 
1931. . . . 47·7 9·7 57--4 
1932. . . . 43·3 IO.l 5J.4 
1933· . . ' 4~.0 xo.s s~.s 

The Post Office Savings Bank is still tlw mo~t 
importunt coll<.ctor of savin~r~ dt•!J<ISit~ in N.,w 
Zt·aland, but since the end of March I«JJO it ha~ 
suffered withdrawals amounting to .£7.5 million, 
or 1.5 per cent of its dcpu!lits. This is partly 
l'xplaincd by the fact that the l'ost OHice Savings 
Bank low~red the intert·st rate allowt-d on dPposilM 
in excess of £500. Part of the sums with<lrawn 
appear to have gone to private 5avings banks, but 
the bulk - if transfcrr .. d at all - wt·nt to fix••d 
accounts in thc commercial banks. lkiWt't'n II)JII 

and 1933, the lattt•r accounts TO!I(' by £(>.4 million, 
as compaxed with a d,·clinc of £(;.:z million in total 
deposits in all savings banks. Thia movcnwnt, 
which is the opposite of that ohscrwd in many 
countries, reflects the confidence of the public in 
the commercial banking institutions. 

In the years ending June 1932 and 1933, th~ 
banks' holdings of Government ACcuritiCII rose very 
considerably, and they were alm011t £10 million 
higher at the middle of 1933 than at the middle of 
1931. In the latter yeax, tht·y constituted over 
25 per cent of total deposits, as shown ahovr, 
compaxed with less than 10 P"r cent in 1931. This 
rise is to be explained in part by the financing of 
budgetaxy deficita through bank borrowings; in 
part by tbe financing of part of public works and 
unemployment expenditure in -the same way, and 
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XE\V ZEALAND. CO\\DIERCIAL BANKS- Table 39 (a) Il. 

ACCOUNTS 

Number of Banks 0 • • • • • • • 0 • • • • 

ASSETS. 

1. Casl1. . . . . . . . . ·. ·. : . 
(a) Gold, silver and small coins .... • . : . .: 
(b) Inland notes and balances with Central 

Bank . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . 
3· Bills discounted and bought . . . · . . . . .· 
· . · (a) Treasury bills. . . ' . ·. ; ·-. . · . · . . '. 

(b) Commercial bills, Inland. . . . . _. 
(c) Commercial bills, Foreign . . .• . . 

4· Investments and Securities. . . . • . . 
(a) Government . . • . . . . . . . . 
(b) Other .... , • . . . . . . 

5· Participations. . . . . , . . . . . '. . ~ 
6. Due from Banks (Correspondents). . . ~- -' . '. 

(a) At home. . . ' . . . • . . , 
(b) Abroad • . . . . • . . . . . . · 

7• Loans and Advances . • . ,. . . . . . 
(a) On current account .... -.- .-~- ·· 
(b) Other . . . . . . . · .. , . · · 

8. Cover for Acceptances , . , . ~ ·' · . . . . 
9· Premises, etc . . • . , . . ·; · . . . . . . 

xo. Sundry Assets . . . . . . . . . . · . . . '. 
' . 

11. Total Assets . . . . o •. o • • ., o • • ~ 

' .. ' ' ' 

LIABILITIES. · ) , ,, • '! 

' . u. Capital paid up. , , · . . , . , . . . . 
13. Reserve Funds : . . . . . . . . , . 
14. Profit-and-Loss Accounts, Dividend Accounts, etc. 
15. Notes in Circulation . . . . . ·. . . . ; ... 
16. Cheques and Drafts in Circulation • ·. . · : . 
17. Due to Banks (Correspondents) . . . ' • -: . '. 

(a) At home. ·. . .. ' •. ~ . ·. . ·; ; 
(b) Abroad . . . .. . . · . . . . · : . '. 

18. Deposits . . . : . . · • . . . . : . · . . . • . 
. (a) Current accounts and sight deposits.· . 

(b) Savings accounts . . . . . . • . . . . . 
(c) Time or fixed deposits • . . . ·. . 
(d) Other deposits . . . . . . . 

19. Rediscounts and Other Borrowings .. . . . . . 
20. Acceptances and Endorsements . . . . ... -' :. ' . 

SUMMARY OF POSITION : AVERAGES 
l'OR QUARTER ENDING JUNE 30TH : 

1925. 192<) 1930 1931 1932 1933 

--,---1----1---1---1---1---1 

6 6 6 ·6 6 .6 
r~-r.c__--'--1--1--r--1--1 

S.o 
1·7 

. 0.3 

of 
1.5 --

£N.Z. (ooo.ooo's omitted) 

7-3 0.1) 7·0 6.3' 
7-2 6.8 . 6.9 ' 6.2 

. 5-2 
5.1 · 

· o.J • ·· o:'1 
1),7 6.7' 
1.0 . 1.2. 

0.1. 

0.5 
·0.9 
'-

·o.J o.r 

-0.4 0.3 
0.7 '0.6 

·~. - ,:_ -: - .,. -

·. 6;3 . 5-0 9-5 14.8. 
!j.6 4-6- 9-1 14-4 

1.3 0.7 · o:4· 0.4 . 0.4 
' . .......,..,-. --· ........ 
' 1.0 • I-7 

-
-;-1 -

-._., 

:o.8 

.r~·~· ,·'·i-. 
• "'·-. __.. 

·'' ._.__, -
-' 

I.J· 
··- ,. -.~ ·-

. _..... . : 

---
60.5. 63.4 69.9 . 68.9 69.4 70.0 

' .:.·' 

6.9 
0.3 
0.4 

. 

21.0 

3-1 . 

6.6 
O.J 

·o.8 

59-8 
26.8 

30.2 
2.8 ( 

' . . . ~ 

58.8 
23.2. 

30-5 
!j.l 

. 

_5.8 
0.2 
I.6· 

-
55-0 
18.1 

33-1 
·3·8 

6.o 
0.2 

I.3' 

54-0 
16.8 

35-4 
1.8 

6.3 
0.2 
1.7 

57·5 
18.9 

21. Sundry Liabilities. · . . , .' . . , . . . . 
. . . . '. . •' •··- '. 1---l-'-'=~l--'-' ""'' -1----1--- ~--1 

22. Total Liabilities. . , . . • . · . . • . . , .. ., . .. 62.2 . 67.5 66.2 62.6 . 65.7 
23. Value of currency in cents of a U.S. dollar at 

· the end of June of each year.. . . :. . ~ , , , , 

61.5. 
'·' t -

486.15 483-13 465.05 444-IJ 328.65 ,340.25 

( 
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in, part by the large withdrawals of deposits 
from the Post Office Savings Banks, which the 
Government met, to some extent, by borrowing 
from the commercial banks. · 

In November 1933, a law was passed providing 
for the establishment of a central bank (Reserve 
Bank) in New Zealand. -The bank is to have an 
initial paid-up capital of £soo.ooo offered for public 
subscription to British subjects ordinarily resident 
in New.Zealand. The State is to provide a reserve 
fund of £I,ooo,ooo in cash or Government securities. 
It is also to nominate the first plincipal officers and 
Board of Directors ; subsequently, the principal 
officers are to be nominated by the Government on 
the recommendation of the Board of Directors. 
The Reserve Bank is to be given the right of 
note issue. Thus, the outstanding issues of the 
commercial banks must be redeemed in Reserve 
Bank potes or subsidiary coin and the commercial 
banks must transfer to the Reserve Bank, at its 
nominal value, all gold coin and bullion hdd by 

them for their own account. The Rt•sc.•rve Bank is 
to maintain in the form of gold or sterling a · · 
minimum cash reserve t'<)uivalcnt to 25 pt'r cent of 
its note circulation and other sight liabilitit•s ; it is 
required to convert its nott•s presentt'<l in sums 
exceeding £5,000 into st ... rling on demand. All 
Nt!W Z..·aland Gov...rnmcnt accounts are to bt' kept 
with the Rl'S('rve Bank. The comnwrciul banks 
are required undt•r the Act to maintain balanc...s 
with the central institution amounting to 7 Jlt'r ct•nt 
of their demand liabilities (excluding banknotros) 
and 3 pt'r cent of their time liabilitit'S in New 
Zealand. They will also be required to submit to 
the Reserve Bank monthly statemt•nts of their 
condition on a standard form laid down in tht• 
Act. 

As ill the ca,;e of Australia, totalliabilitit-s shown 
in the summary table are not equal to totalRSS<'ts, 
because the official statistics show only aS-'!t·b and 
liabilities within New Zealand ami, mon•nwr, omit 
capital and rf'!lt'TVe aCCOWltS. 

BalaDee-Bhee& Su Dlmary. 

I. Cash. 

The amounts shown under (a) include a certain 
amount of bullion and bars in addition to coin. 

The small amounts shown under (b) consist of 
the legal-tender notes of other banks. As the ~n~ 
may themselves issue notes, they need not mamtam 
any reserve in the form of paper currency of other 
institutions against deposits ; in so far as these are 
withdrawn in notes, theymay be paid out of.the 
unused part of the bank's own authorised note 
issue. Thus the primary function of cash reserves 
(which do not include such unused balances of 
'potential note issues) is to serve as cover for thl'' 
notes in circulation ; accordingly, these reserves are 
held almost exclusively in coin. 

2. Other Items of a Cash Nature. 
This item consists of cheques and drafts on other 

banks. -

3· Bill$ discounted and bOught. 

Part of discounts may be included under 
advances in the official returns. 

· 7. L011ns and A dvanus. 

.. .This.item is classified in.the official statistics as. 
" debts due to the banks " and includt:S loans, 

advances, overdrafts, ett;. It is nut known what 
proportion each of these itt>ms i~ of tho totul, but 
the bulk of credit ext~ndt·d wnuld oppt•ar tn takt~ 
the form of ovcrdra(ts. · 

II. TotaJ .Auds. 

The sums shown arc total$ uf th•· accnunb given 
in the summary table ; thry t·xcludr llS!Wtl hell! 
outside Nt•w Z..·aland. 

t.'>· Notes in Circulation. 

The law governing the i!ISue of notes by _the 
commercial banks in New Zealand was awnmarl,..·d 
in the last edition of this memorandum. 

15. Cheques and Drafts iH Circulati011. 

This item represents cheqlka and draft• of othtr 
banks referred to in the olhcialstatisticJ aJ " biU!I . . 
of other bankS ". 

18. Deposits. 

Deposits on current account ar~ dist.ingui•hed. in 
the official statistics as free dcpos1ts, hme dcprnub 
as fixed. The sums shown umlf'r (d) represent 
Government dt:posits, of . which practically the 
whole sum is lodged with the Bank uf New Z...aland. 
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AUSTRAUA AND NEW ZEALAND. COMMERCIAL BANKS Table 39 (a) Ill. 
' 

SUMMARY OF POSITION AT JUNE 30TH: 

ACCOUNTS 
192S 1.929 1933 

Number of Banks • IS I 12 12 12 12 . II 
. . ·,· .. 1-----~1---1---1~--1---1 

• 

AssETS. ·· ' . ., 

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

Bank . . . . . . .. . . . . . 
2. Other I terns of a Cash Nature . • . . . . . • 
3· Bills discounted and bought . • . • . . . . • 

(a) Treasury bills. . . . . . 
(b) Commercial bills, Inland. . ·' . 
(c) Commercial bills, Foreign 

4· Investments and Securities. . . 
(a) Government . . . . . . . . . . 
(b) Other . . . . . .... , ....... , . 

5· Participations. . , . . , . . ; . . . 
6. Due from Banks (Correspondents). . 

(a) At home. . . . . . . . 
· · (b) Abroad ·. ,' . . . . . . : 1 
7· Loans and Advances. ·; ·. . : , . 

(a) On current account . . 

. . 
' 

.. . . 

. 
£ sterling (ooo,<ioo's Qmitted) 

. 87.2 85.8 74.8 74.8 79.8 7-i·9 

51·3 43·2 33·8 21.7 . 22.2 22.5 
-.-. 

37·<J 54·5 41.1, 72.8 

(b) Other ...... . 
8. Cover for Acceptances. . . . . . . . . . 5·7 6.'o 5·9 4·7 4·4 1 . . 4.6 
9· Premises, etc. . . . . . . . . . '· ' . . :7·5 8.5 9.1 9·5 9·7 . 9.8 

10. Sundry Assets . . . . . . .. · · · · · ·. l--=-~l---l---l---l-.:...,...- 1_-__ 1 
II, Total Assets • . . • . . , • • .. . , . . . 437.8 496.8 487.1 · 459.9 465.9 471.8 

LIABILITIES. -
12. Capital paid up. • • , . . , . . . . . • . 
13. 'Reserve Funds . . . . . . . . . . . . . ~ 
14. Profit-and-Loss Accounts,DividendAccounts, etc. 
15. Notes in Circulation . • . • , , • • • , , . • . 
16. Cheques and Drafts in Circulation • . . • . . • 
17. Due to Banks (Correspondents) . . . . . . , . 

(a) At home. . . . . . . . . . . . . • . 
(b) Abroad . . . . . , . . , . . . . . . 

18. Deposits . . . . . . . . . . . . . . . ~ . . 
· (a) Current accounts and sight deposits . . • 

(b) Savings accounts . . . . . . • . . 
(c) Time or fixed deposits . . . . . , . 
(d) Other deposits . . • . . . . . . . . 

I .. 

39·0 . 46.1 
. 28·3 35·7 

3·6 4·5 
6.9 7·5 

31·7 3.1.2 

322.6 

-

.,,·, . 

46·3' 
36·7. 

4·3 
6.8 

29·3 

357·8 

46.4 
37·0 
. 3·9 
6.4 

22.2 

339·3 

46·4 
37·1 

3·1 
6.5 

, 19.0 

349·4 

. 45·4 
36.o 

2.7 
7·0 

19.8 

356·3 

19. Rediscounts and Other Borrowings . . . . . , · · -
20. Acceptances and Endorsements. . . . • . • . 5. 7 

I . ' 

21. Sundry Liabilities. , • . • • . . , . , . . . 
22. Total Liabilities. . .. . . . . . . . 1-4~37=-.~8-l 496.8 

- -
5·9 4·7 

487.1 I 459.9 465.9 

6.o 

471.8 

• 
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AUSTRAUA AND NEW ZEALMiD. CO)l~IERCIAL BA':\KS Table 39 (b) 

ACTOtTNTS 

• 
Number of Banks .• 

Sl!M~ARY OF l'ROFIT·ASD-I.OSS 
.'\CCOI 'NTS A !'olD lliSTRIHl 'TIO)< OF 

PROFITS FOR TilE YEARS: 
--~--·-

19>.5 I')JO l<ljl 

II 

l<lJJ 

II 

1--- ---1---·---1--- ----
£ sterling (ooo,ooo'• omitted) 

Capital and Reserves . • . . . . . . . . . . • 71.0 86.6 1\S.t 89.4 l!(•.z 

------------------------~ ----1---
1. Gross Profits . . . . . . . . 

To be deducted: 

.2. Expenses. . . • • . . . • . . . . 
(a) Salaries, etc. . • . • . . . . . . . . . • 
(b) Other working expenses . • • . . . 
(c) Taxes, etc. . . . . . . . . . • . . . 

3· Reserved for Pension Funds, etc. • . . . . 

5.79 

O.OJ 

0.15 
0.15 

6.76 

0.02 

0.25 
0.15 

O.Ol 
0.21 
u.·.1: t 

4.85 

(),112 

o.t,l 
ll, IJ 

3.11 

lo.OZ 

O,Ul 

0.01 

l.48 

.O.tl.! 
0,117 
U,U7 

4· Written off on (Depreciation Accounts for) . . 
(a) Premises, etc. . . . . . . . . . . . 
(b) Investments and securities .. : ... 
(c) Other assets . . . . . . . . 

5 .. Remaining Net Profit . . · ·. . . . . . . . . . 
6. Carried forward from Preceding Year 

6.49 
1.79 

5.99 
1.1!5 

4.70 
1.117 

3.08 
I.C)h 

l.39 
J.ho 

7· Taken from Reserves or Capital .... . . ·• 

8. Total Amount disposed of for. Dividends, etc. . , 7.13 
--·1---1---1---1---1---

3.99 6.67 5.04 7.84 8.28 

g. Carried to Reserves. . . . . . . . 
10. Dividends . . . . . . . 
II. Directors' Fees, etc.. . . . . . . . . . 

O.JO 

4·41 
0.11 

3·3.1 

12. Carried forward to Following Year • . . . . . 1.61 1.s5 

8.28 

1-97 

7.84 

I.lJ6 1.6o J.ol! 

- 6.671-5-.0-5-l·-3-.9-9. 
13. Total as above . • • . . . . 7.13 

Balanee-aheel SummaJ'f• 

The figures shown in Summary Table 28 (a) III 
are based upon a compilation 'of the balance-sheets 
of the most important banks operating in Australia 
and New Zealand. This compilation appears 
annually in the September number of the 
Australasian Insurance and Banking Recrwtl; it 
shows the aggregate position of the banks at the 
end of their financial year, which is June 30th or 
thereabouts in most cases. The table covers the 
ten trading banks operating in Australia in June 
1933, and, in addition, the National Bank of New 
Zealand, which carries on business only in New 
Zealand, apart from its London head office. Of 
the ten banks operating in Australia, five (including 

the Bank of New Zealand, whose New Zealand 
accounts are very much more important than its 
Australian accounts) also carry on bu.~ineu in New 
Zealand. Table 28 (a) III therdore reprt"senh a 
combination of Tablt.11 28 (a) I and II, plus the 
accounts of Australian and New Zealand banks 
held in London. 

For the composition of each item in the summary 
table, reference may be made to the dt•tailcd notes 
to the summary tables for Australia and Nt•W 
Zealand above. The amounts shown undt·r 
" I. Cash " include coin and bullion, cash balances, 
Australian notes, notes of other banks, money at 
short call and some relatively small amounts of 



' 

AUSTRALJA AND NEW ZEALAND 

Gowrnment and other securities held by the Bank 
of New Zealand in London ; " 2. Other Items of a 
Cash Nature " refer to bills receivable in L;mdon 
and remittances in transit, including a certain 
amount of remittances in transit between branches ; 
" 4· Securities " include British, Australian and 
New Zealand Government securities and some 
St'Curities of mw1icipalities and . other local 
authorities, as. well as short-dated British Treasury· 
bills. " Correspondent Accounts " are not shown 
separately in these returns and are presumably 
included under bills receivable and remittances in , 

transit (group 2) under assets, and " Cheques and 
Drafts in Circulation" (group 16) under liabilities; 
"7· Loans and Advances" include all credit 
·extended by the banks to the public, whether in 
the form of loans, discounts, advances or overdrafts. 
" 8. Cover for Acceptances " consists of customers' 
liability under letters of credit, etc., where shown 
separately ; in many cases, however, these items 
are not included in the Balance-sheets of the banks. 
" 15. Notes in Circulation " are issued chiefly in 
New Zealand. " 18. Deposits " are not divided 
into current account, time deposits, ·etc. 

· . Summary 'ol Profit-and-Loss Accounts. 

The summary table of profit and loss accounts 
is based upon statistics published in· the annual 
(October) banking supplement {)f the Economis#. 
The banks included are practically identical in 
each year with those included in the balance-sheet 
summaries published by the Australasian Banking 
and Insurance Record, on which the summary table 
showing the position of the banks is based. 

I and 2 . . Gross Profits and Expenses. 

In the statistics published in the Economist, all 
expenses, including salaries, other expenses, and 
income and other taxes, are deducted before the 
banks' profits are stated. These items are 
accordingly excluded from the summary table. 

Further, ·the banks show only amounts written off 
on premises ; depreciation allowances on " bad and 
doubtful debts " and on other assets are made at 
the discretion of the directors before any figure for 
profits is disclosed. · 

Obviously, therefore, the sums shown under 
group I in the summary table do not represent 
genuine gross profits and are not comparable with 
figures given under this heading in the profit and 
loss summaries for other countries. · l 

4· Depreciation. 

As mentioned in the note to group I abo've, the · 
banks show only their depreciation on premises .. 
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PREFACE. 

In the present volume, which is the continuation of the Memoranda on Commercial Banks 
published in 1931 and 1934, one important change has been made. The earlier editions contained 
introductions summarising the commercial banking statistics and reviewing briefly the more 
important banking developments. · The introduction to the present volume covers a wider field. 
It is not confined to commercial banking, but deals with general monetary developments, with 
currency statistics, central banking, exchange rates, price movements, interest rates and the 
production, distribution and redistribution of gold. 

It covers therefore, to a considerable extent, the subjects dealt with in earlier years by the 
special. Memoranda on Currency and Central Banks issued by the League; but these currency 
problems are approached rather through the avenue of commercial banking than along the road 
which started from the Government printing press. This change in approach is justified by the 
change in circumstances. · 

Unfortunately, the issue of this volume has been delayed by a printers' strike. The summary 
tables deal with the years 1929-1933. and the introductory notes to each chapter, for which it was 
possible to employ monthly data, with these years and part of 1934. The delay caused by.the 
strike has, however, been employed to bring the introduction up to the end of 1934 and to add a 
supplementary section-covering the first quarter of the present year.· · 

League of Nations, 
Geneva, May 1935. 

A. LOVEDAY, 

Director of the Financial Section· 
and Economic InteUigence Service. 
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INTRODUCTION. 

I. General Summary of Outstanding Events In 1933, 193-1 and U111 Flrllt Qnart~>r of 193~ 

Th~ years 1933. 1934 and the first quarter of 1935 
constitute an eventful period in world monetary 
and banking history. Some of the more important 
~evelopments in the field of commercial banking 
m 1933 - particularly those in the United States 
of America - were dealt with in the last edition 
of this volume 1 and the outstanding monetary 
events are summarised in the following para
graphs. 

On Aprilzoth, 1933. the United States suspended 
the operation of the gold standard through an 
Executive Order prohibiting the export of gold. 
Between March 6th, 1933. when a national banking 
holiday had been declared, and the first date 
mentioned, gold exports had been authorised under 
Treasury licence and the dollar continued to be 
quoted near its parity against the principal gold 
exchanges. At the end of April 1933. the dollar 
had fallen to a discount of 10 per cent in Paris. 

On June 12th, 1933, the Monetary and Economic 
Conference was convened in London. The Sub
Commission of the Monetary and Financial 
Commission of the Conference set up to consider 
" immediate measures for financial reconstruction " 
found, after prolonged discussions, that the basis of 
agreement among its members on fundamental 
questions relating to credit policy, price levels, the 
limitation of monetary fluctuations, etc., was not 
sufficient to constitute a basis for immediate 
international action in these fields. On the other 
hand, the Second Sub-Commission, set up 
to consider " permanent measures for the re
establishment of an international monetary 
standard ", found a substantial basis of agreement 
among its members and adopted five resolutions 
which may be summarised as follows : (I) The 
international gold standard should be restored as 
quickly as possible, time and parity being for each 
country to determine. It is undesirable to put 
gold into internal cizculation, as, under modem 
conditions, gold is primarily required to meet 
external drains. Greater elasticity should be 
given to central bank legal reserve requirements · 
- a gold cover ratio of zs per cent is suggested. 
(2) Independent central banks are essential to the 
satisfactory working of an international gold 
standard and should be established in developed 
countries without an adequate central banking 
institution. (3) Close and continuous co-operation 
should be maintained between central banks ; the 
Bank for International Settlements should play an 
increasingly important part in this connection. 
(4) The adaptation of the central banks of certain 
agricultural countries to the special economic 

condition;s of those countries might appropriately 
be coDSldered . by international organisations 
especially competent in the field. (5) An agreement 
should be sought between the chief silver-producing 
countries and those which are the largest holders or 
users of silver with a view to mitigating fluctlmtions 
in its price. Such an agreement was in fact signed 
on July zand, 1933. 

On July 8th, 1933. when it had become clear 
that the Conference would reach no generally 
acceptable conclusions regarding immediate world 
monetary policy, representatives of the central 
banks of France, Belgium, Italy, the Netht•rlunds, 
Poland and Switzerland met in Paris at the 
request of their respective Governments and drew 
up a protocol providing for the common defence 
of the gold standard. An immediate result was 
the subsiding of active speculution again.,t the 
Dutch florin and the Swiss franc. 

On July 27th, 1933, after the close of the 
Conference, the leaders of the delegations of the 
United Kingdom, Canada, Australia, New Zealand, 
South Africa and India issued a common dloclara
tion of monetary and financial policy. The 
declaration stated that " the Governments of the 
British Empire should persist by all means in their 
power, whether monetary or economic, within the 
limits of sound finance, in the policy of furthering 
the rise in wholesale prices until there ia evidence 
that equilibrium has been re-established, and tho.t 
thereupon they should take whatever measures are 
possible to stabilise the position thus attained". 
The ultimate aim of monetary policy was declared 
to be" the restoration of a satisfactory intcma tinnal 
gold standard under which international co
operation would be secured and maintained with a· 
view to avoiding, so far as may be found practicable, 
undue fluctuations in the purchasing power of 
gold ". The declaration laid stress_ on " the 
importance in the meantime of stability of exchange 
rates between the countries of the Empire in the 
interests of trade", It was no doubt partly with 
a view to the accomplishment of the aims laid 
down in this declaration that central banks were 
subsequently established in Canada, New Zealand 
and India. The Reserve Bank of New Zealand 
began operations in Augu.~t 1934, the Bank of 
Canada in March 1935. and the Reserve Bank of 
India in April I935· The central banking fum:
tions of the Commonwealth Bank of Australia 
have also been extended, and a Royal Com
mission was set up in February 1935 to. 
investigate the banking and monetary system of 
that Dominion. 
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On Jwte 28th, 1933. the Estonian crown, which 
had been maintained at nominal gold parity since 
September 28th, I9JI, through a rigid system of 
exchange control, was allowed to depreciate to the 
level of the Swedish crown, and in September 1933 
was pegged to sterling at par. 

On October 25th, 1933, the United States 
Government inaugurated its gold-buying policy. 
Prices higher than the dollar price of gold as 
determined in the foreign exchange market were 
offered, at first for domestically mined gold and 
Ia ter in world markets. The price offered was 
progressively raised from $31.36 per fine ounce 1 on 
October 25th, 1933, to $34.45 on January 16th, 
1934. The value of the dollar in the foreign 
exchange market adapted itself, though somewhat 
tardily, to these changes : on October 25th, 1933, 
the dollar was quoted at a discount of 30 per cent 
below its old gold parity, and on January r6th, 1934. 
at a discount of 38 per cent. The officially defined 
object of the gold-buying policy was to raise the 
level of commodity prices in the United States. 

On January 30th, 1934, the Gold Reserve Act, 
redefining the gold content of the American dollar 
and re-establishing a gold standard in the United 
States, was approved by the President. The price 
of gold was provisionally fixed at S35 per fine 
ounce, representing a depreciation of 40.94 per 
cent. The profits on the revaluation of the gold 
stock of the FeQ.eral Reserve Banks (amounting to 
about $2,800 million) were taken over by the 
Treasury ; the greater part ($2,000 million) was 
used to constitute an Exchange Equalisation Fund 
which might be used to buy, not only gold and 
foreign currencies, but also United States Govern
ment securities. 

On February 19th, 1934. the gold content of the 
Czechoslovak crown was reduced by ~~ per cent ; 
the legal cover ratio of gold to notes and sight 
liabilities was lowered from 35 to 25 per cent. 
The profit on the gold revaluation was used to 
reduce the State debt on account of note issue. 
T_hi~ i~ the firs_t instance in post-war currency 
htstory of ovemtght currency devaluation. 

On April 3oth, 1934, the balance-sheet value of 
the gold reserve of the National Bank of Austria 
was written up to correspond to a relation of 
I Schilling . o.z66J' gramme of fine gold, which, 
compared With the former parity r Schilling 
== o.~II7 gramme of fine gold, implies a de
valuation of 21.3 per cent. 

On May 26th, 1934, the head of the Italian 
~vem.m~~t announced the imposition of regula
tiOns hmttmg purchases of foreign currencies to 
amounts required to pay for goods purchased and 
to defray legitimate travelling expenses ; exchange 
would not be sold to buy foreign securities and 

Italian bonds held abroad ; notes of the Bank of 
Italy and cheques issued in lire might not be 
exported without special _licence ; banks and other 
business concerns must mform the Bank of Italy 
from time to time of the net amount of foreign 
exchange possessed in Italy or abroad. 

On June 19th, 1934. the President of the United 
States signed the Silver Purchase Act of 1934. 
which declares it to be the policy of the United 
States to increase the amount of silver held in the 
national monetary reserves to the point where silver 
constitutes a fourth of these reserves. The actual 
steps to be taken to accomplish this end are left 
to the discretion of the Executive. On June 19th, 
1934. the market price of silver in New York was 
45 ! cents per ounce. On August 9th, 1934, an 
Ex~cutive Order was issued nationalising existing 
stocks of silver in the United States ; these were 
taken over and paid for by the Treasury at the 
price of 50 cents per ounce. The Treasury has also 
bought silver imported from foreign markets, to an 
amount unknown. By the middle of October 1934. 
the New York market price of silver had risen to 
55 ! cents an ounce. Silver included in the 
American monetary reserves is valued at $1.29 per 
fine ounce. 

On September roth, 1934. the Chinese Govern
ment issued an order restricting dealings in foreign 
exchange. Exports of silver continued to take 
place from China, however, as the demand for 
silver in London resulted in a rise in its price. On 
October 19th, 1934, the Chinese Government 
impOsed an export duty of ro per cent 1 on silver 
and also imposed an " equalisation charge " equal 
to the difference between the theoretical parity · 
with the London price of silver and the official rate 
fixed by the Central Bank of China, after allowing . 
for export duty. An Exchange Equalisation Fund 
of zoo million Chinese dollars was set up to 
counteract fluctuations in the price of silver and to 
fix the exchange rate. 

On November 12th, 1934. an order was issued by 
the Secretary of the Treasury of the United States 
of America removing the formal restrictions on the 
export of capital from that country which had been 
imposed on January 15th, 1934, in connection with 
the reduction in gold content of the American 
dollar. 

On December 8th, 1934. a fortnight after the 
rediscount rate of the Bank of Italy had been raised 
from 3 to 4 per cent, a complete control of foreign 
exchange transactions greatly strengthening the 
provisions in force since May 1934 was instituted. 
Holders of foreign assets were required to report 
them in detail to the competent authorities, who 
have the option of buying them at the current rate. 
The foreign exchange proceeds of exports were 

: At the ?ld parity, the price of gold was $20.67 per fine ounce. 
The ~c duty of ro per cent includes the normal minting rharges of 21 per cent· in fact tho basic export 

duty proper IS therefore 7f per cent. ' ' ' 
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required to be sold to the National Institute for 
Foreign Exchanges. 

Early in January 1935, the head of the French 
Government announced that State financial 
yequirements would henceforth be met to a greater 
extent than hitherto by the issue of Treasury bills 
and to a smaller extent by the issue of long-term 
bonds. The purpose of this change was stated to 
be to facilitate the lowering of the long-term rate 
of interest, to give greater breadth and elasticity 
to the money market and to encourage the banks 
to expand private credit by providing them with 
an earning asset of high liquidity. By a Law of 
January 27th, 1935, the limit to the issue of 
Treasury bills (bons tlu Tris!W) was raised from ten 
to fifteen milliard francs. On February 21st, 
1935, the Conseil general of the Banque de France 
- in pursuance of this new financial and monetary 
policy - decided to make advances of a maximum 
period of thirty days on Government paper with 
maturity not exceeding two years. The rate on 
such advances was fixed at 2i per cent, while the 
ordinary lombard rate remained at 41 per cent. 

In March 1935. the Parliament of the Argentine 
Republic passed a series of laws relating to banking. 
The first provides for the establishment of a central 
bank, which is to take over the central banking 
functions hitherto exercised by the Banco de Ia 
Naci.Jn Argentina, the Conversion Office and the 
Rediscount Commission ; it i-; also to take over the 
Exchange Profit Account and the Foreign Currency 
Fund. Other laws alter the regulations to which 
the commercial banks are subject and establish an 
Institute for the gradual liquidation of the banks' 
frozen assets. 

On March 18th, 1935, Belgium instituted official 
control of foreign-exchange transactions with a 
view to stopping the flight of capital. By a Law of 
March 30th, the gold standard was officially 
suspended and the range of ultimate devaluation 
fixed at 25-30 per cent. The gold reserve of the 

Banque Nationale was written up to correspond to 
a depreciation of 25 per cent, and the resulting 
profit acquired by the Treasury used in part to 
constitute an Exchange Equalio;ation Fund. On 
April ISt, 1935. the rate of the helga was 
provisionally fixed at a level corresponding to a 
content of 0.15o632 gramme of fine gold, which 
represents a depreciation of 28 per cent below the 
former level. The official control of foreign
exchange transactions was relaxed in certain 
respects with a view to its ultimate abolition. 
Plans were announced for banking reorgani.o;ation 
and control ; for the creation of a rediscount and 
guarantee office, financed by private capital, 
guaranteed by the State and admini.~tered by the 
Banque Nationale, to provide banks in tE-mporary 
difficulties with resources; and for the establi.~hment 
of a central mortgage institute. 

On April Ist, 1935, the gold content of the 
Luxemburg franc, which had hitherto been identical 
with that of the Belgian franc, was reduced to 
correspond to a relation of I Luxemburg franc 
- 1.25 Belgian franc, representing a depreciation of 
10 per cent in relation to gold. 

On April 2nd, 1935. the head of the French 
Government announced the intention of recom· 
mencing the issue of gold coins for internal 
circulation. 

In the field of commercial banking, the most 
striking measures adopted during 1933-34 -apart 
from those taken in connection with the banking 
crisis in the United States in 1933 - were the 
reorganisation of the Belgian credit system along 
deposit banking lines in July 1934 and the enact· 
ment of a law for the regulation of German credit 
institutions in December 1934· The internal 
position of the commercial banks of most countries 
was marked by an enhancement of cash liquidity. 
These changes are described in detail in the 
individual chapters and in subsequent sections of 
this Introduction. 

n. Cnmney fumpoHitlon. 

Throughout this Introduction, the word 
· " money " is used in the very wide sense of " means 

of payment" - i.e., whatever may by law or 
custom be used directly in settling transactions and 

- paying debts. Money as so defined includes, not 
only notes and coin, but also sight deposits with 
commercial banks. It does not include the notes 
and central bank deposits held by commercial banks 
as a reserve against thell' deposit liabilities. 
Moreover, time deposits in commercial banks are 
not regarded as money for the present purpose, as 

they must generally be converted into demand 
deposits before they can be spent 1• 

The relative importance of notes, coin and bank 
deposits varies widely from country to country, 
depending as it does upon a large number of 
factors - some technical (like the aize of the 
currency unit), some historical and institutional 
(such as habits regarding the investment of savings), 
some demographic (such as the degree of concentra· 
tion of population), and some economic (such as the 
wealth of the community and the stage of industrial 

t Sometimes the di~tinction between demand and time deposits is blurred in practice, a~d in auch eaRn - -:•· for 
instance, in Canada - it might oeem preferable to treat time d~pooits a• money of low ve~1ty. It would be deo~rable 
to exclude from computations of money the quantity of notes and coins hoarded ovn any penod of time which, alt"r'J! 
repreoenting potrntial means of J1ayment, have....., velocity. Unfortunatrly, only rough eotimatescan be made o 
importance of the5e hoards and wy cannot, therefore, be e:s:cluded. 
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development reached). The wide range o! variation 
is illustrated in Diagram I below, which show~, 
f« a number of countries, the percentage ratto 
which coin, notes and demand deposits with 
commercial banks respectively constituted of the 
aggregate means of payment available in 1929. 

Dtacram I. 

CURRF.NCY COMPOSITION OF CERTAIN 
COUNTRIES, 1929. 

A Sight deposits. I Notes. C Coin. 
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This diagram is based on gross figures of note and 
coin circulation- i.e., it includes notes and coins 
held by commercial banks. The figures for bank 
deposits may include some inter-bank deposits and 
they are, moreover, · more complete for some 
countries · than for others. Consequently, the 
diagram is not to be taken as an entirely accurate 
representation of the composition of the currency 
of the countries concerned ; but it is believed that 
the broad differences thrown into relief do 
corJespond to differences in fact. These have 
mainly to do with the relative proportions of bank 
deposits and notes. 

Coins are nowhere of great importance ; the 
relatively high figure shown for the United States 
- 71 per cent - includes gold and silver 
certificates 1• The proportion of coins shown ·for 
France is particularly small ; but considerable 
quantities of new coins have been issued since 1929. 

Of ·the countries included I in Diagram I, the 
relative importance of deposits ranged from nearly 

Bs per cent of the total means of paym~nt in the 
United States to less than 40 per cent m France 
and an even lower proportion in Bolivia and 
Poland. In France, the note circulation alone 
accounted for over 6o per cent of the aggregate 
currency in 1929. Iri that country, bank deposits 
are generally converted into notes in making all 
except the largest business payments. If current 
account deposits in banks other than the principal 
banqt~a de tliptJts and banques .il' af(aires has been 
taken into account, the relative llllportance of 
deposits in the French currency composition would 
have been raised somewhat ; but deposits would 
still have played a relatively minor r~le, not only 
in comparison with the United States and United 
Kingdom (where ~ot only all business payments 
but, particularly in the United States, even wage 
payments are frequently made by means of cheques, 
and notes are used chiefly in the retail trade), but 
also in comparison with Denmark, Italy, Czechoslo
vakia and, indeed, most other European countries. 

In Table I, an attempt is made to arrive at 
approximate figures for the net amount of money 
available in forty·three countries at the end of each 
year from 1929 to 1934· For several countries it 
has not been possible to bring this figure any 
further up to date than the end of 1932 or 1933, as 
figures of all commercial bank deposits for more 
recent dates have not been available. The table 
distinguishes broadly between two kinds of money, 
which might . be characterised as ."primary" 
(central bank and/or State) and " secondary" 
(commercial bank) money. In the former category 
are included : (a) notes in circulation (even in 
cases, such as Canada, where they were issued by 
commercial banks during the period concerned), 
(b) sight liabilities of the central bank, and (c) 
token coin ; in the latter category are included (e) 
sight deposits. As the purpose of the table is to 
show the variations in the net amount of money 
available for settling transactions, the notes and 
coins and sight balances with the central bank held 
by commercial banks as a cash reserve against 
their own deposit liabilities should be excluded 
- i.e., only the net or effective circulation of 
primary money should be taken. Unfortunately, 
it is only in rare cases that sufficiently detailed 
information regarding the cash reserves of 
commercial banks is ·available to enable these 
deductions to be made directly ; the plan has 
therefore been followed of subtracting from the 
aggregate of central bank and State money (i.e .• 
column ( tl)) the total cash reserves of the 
commercial banks ; the residual 1 is taken as the 

1 A.~ hav~ a roo per cent metallic backing they constitute " hard " money and are here regarded as coin. If 
rold aDd lllvercertificates h:ad ~n classified as notes, the proportion of the latter in total means of payment a t the end 
of J9:Z9 would have been ra!sed from 9.4 to IJ.9 per cent and that of coin reduced from · 7·4 to 2.9 per cent. 1 For other countries, see below. 

• Tbe central ~k sigh~ liabilities which remain after bankers' deposits have been subtracted generally re~~nt 
~ment d~ta and pnvate accounts; except tn the special case of blocked accounts- to which further reference 
• made lwlow - t~ form part of the monetary circulatiOI), and their inclusion in .column (i) is therefore warranted. 
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fSel circulation of " primary " money and to it is 
added {e) sight deposits with commercial banks to 
detennine (i) the total net circulation of money. 

Where possible, inter-bank deposits have been 
excluded from sight deposits of commercial banks 
as these involve duplication, but it has not been 
found possible to eliminate them in all cases. 

In addition to sight deposits with commercial 
banks (which are alone included in computing the 
net amount of currency available), figures are also 
given for (/) savings, {g) other deposits and (It) 
aggregate commercial bank deposits. All figures 
are shown in millions of the respective national 
currency units, and below each column of absolute 
figures indices are given showing the percentage 
which the figures for the end of 1932 and, where 
available, the end· of 1933 and 1934 constituted of 
the figures for the end of 1929. Indices of retail 
prices (cost of living) (0 based on the end of 1929 
= 100 are also given for these dates where available. 

For certain countries, figures of coin in circulation 
have not been available. In some cases, estimates 
have been made of the proportion which sight 
deposits constituted of the published figures for 
total deposits ; all such cases are noted in the 
column of observations. 

The approximate ratios of sight deposits with 
commercial banks to the net monetary circulation 
in each country may be estimated by comparing 
the figures given in column (e) with those given in 
column (i); but, on account of the varying degrees 
of comprehensiveness of the original data, the 
results obtained can only be approximate. 
According to the table, the share of.sight deposits 
in the net amount of money available in 1929 
ranged from over 90 per cent in the Irish Free 
State 1 to less than 20 per cent in Lithuania and 
Portugal. Bank deposits constitute the great 
bulk of the means of payment in all the Anglo
Saxon countries : in the United States, South 
Africa and the United Kingdom, the proportion 
lies between 8o and 90 per cent ; and in Canada, 
New Z-ealand and Australia, between 70 and Bo. In 
Switzerland, too, where the wealth per capita is 
high and the distribution of income relatively equal, 
bank deposits are of considerable importance. The 
position of France has already been mentioned ; 
the Netherlands and Germany also come very 
low- after Austria, Czechoslovakia and B~lgium-

in order of the relative intpurtance of bank deposits 
with percentages of between 30 and 40. In South 
America, the relative importance of deposits is 
greatest in Venezuela and Brazil and least in 
Uruguay and Bolivia •. 

The ratio of coin to notes in circulation is smallest 
in France, Yugoslavia, Finland, Czechoslovakia, 
Bulgaria, Portugal and Greece ; in none of these 
~untries ~d the percentage exceed 5 in 1929, and 
m France 1t was less than ll. It would seem that, 
all other conditions being equal, the smaller the 
value of the currency unit the higher is likely to 
be the ratio of notes to coin. With the addition 
of R~mania, ~he countries mentioned are the only 
ones mcluded 1n T~~oble I whose currency unit was 
worth as little as 4 cents or less in 1929. The 
relative importance of coin appears to be greatest 
in the United States, where various legislative 
measures enacted since the Ia tter part of the 
nineteenth century resulte<l in the coinage of large 
quantities of silver ; the amounts shown in the 
table include gold and silver certificates 1 as well as 
actual gold, silver, nickel and subsil\iary coin in 
circu Ia tion. 

In the years following 1929, changes of far· 
reaching importance took place in the monetary 
supply of most countries. Not only did sharp 
flu.ctuations occur in the aggregate quantity of 
means of payment available and in the efficiency 
with which they were used, but also in the nature 
of the monetary system itself - that is, in the 
relative importance of the various types of currency. 
This latter change was, with only few exceptions, 
in the direction of a relative increase In the use of 
central bank and State money- i.1., notes, central 
bank sight liabilities and coin - and a relative 
decline in the use of commercial bank money. 
Among the factors which have operated to produce 
this result, mention may be made of the COl) traction 
in ordinary bank credit, temporary distru~t in the 
banks leading to the withdrawal of deposits and 
currency hoarding, Government borrowing at 
central banks, central bank loans to private clients, 
and the i'ISue of token money intended to yield a 
profit to the State or for other purposes. 

So variou.~ and divergent have been the influences 
at work in different countries in determining the 
chan'ges in the amount and composition of the 
currency supply during the past few years that the 

1 The figure for the Irish F..,_, State would have brrn slightly reduced if it bad been potAible to take account of the 
circulation of Bank of England notes and English coin. 

1 Tbeon!erof countries would be somewhat changed if the definition of money Wet'8 exteoded to inclotle all commercial 
bank deposits. The Irish Free State would still bead the list, with deposits .amounting to 9S. pn cent of the total mean& 
of payment, but Canada and the Scandinavian countries would come higher m the list. ~VIngs del":"'its m commerc1al 
banks are of great importance in these countries, and in p1actice they can frequently be w1thclrawn, 1n whole or In part, 
at sight. For Hungary, where oavings deposits have brrn a common form of mve•trnent in post·war yean, the rat1o 
of deposits to total money would increase from less than 6o to over 80 pn cent. The Argcntme. Ch1le, and Bra11l all 
show bank deposits of ?S per cent or more of the total means of payment. and Peru only olightly leM than 70 per cent. 
Under this extended definition of money. the German ratio would be rai!JO<I from ll'lll than 40 per cent to two-thmls. 
The French ratio would remain low-about 3S percent: the only countries showing a omallerrat1oare Poland, Lithuama, 
Portugal and Latvia (27 pn cent). 

• See footnote 1 on page vm. 



X • Table 1. - CURRENCY CoMPOSITION AND MoVEMENTS. 

(."~WtaAL UANU AIID "faa.UUaiQ f..:OIIMI:.at:IAL llANKI INct amount 
of currency 

available Retail Total pri .... 
CnontrJ •nd Note Token I~J+I•J (cost of O•••Y4ft0JII 

..... ol CWI'ftM'Y 
E ... ol drrulalioo Central Mihl(a... Total Sight Savinp Other Total 146 ... b liring) (Bank bonkliabt ,..._Mid 

(O) ID (<) ......... """"""'" ckpolllo (I) ID (f) .__.. ol 
and State liablhtiel by oentnl -..... , bonks) -

(•J (b) (<) (d) (•) (I} (t) (~) (0 (iJ 
E1,aora. 

2,183 531 2,714 3.335 Commmial bank depooib Austria 1929 1,094 64 93 r,:zsr . 
],76o in 1931 : &guns for tbe 

(Schilling) 1930 1,0<)0 93 92 1,275 2,S87 623 J,210 
Oesten'ei.rhische Credit-

IC)]I 1,183 u8 98 1,409 ... ... ... ... 
Anstalt DOt available. 

IC).l.J 914 218 97 1,:129 1,433 258 1,691 2,61. 
IQ]J 9~:1 143 96 J,JC)I ... ... ... ... 
19H 964 IH IOC) 1,227 ... . ... ... ... 

100 100 100 100 100 100 100 100 1929 100 . 
6• 78 95 19.11 114 342 104 98 66 49 

1931 87 322 103 95 ... ... ... ... 94 
1934 88 141 117 98 ... ... ... ... 93 

11<-llrium lf)29 14,175 1,244 592 r6,on 29,363 *33,642 
(Franc) 19]0 17,133 1,470 8]1 19,434 . ]0,001 . 

26,593 ..2,274 IC).JI 18,930 1,]18 866 21,114 . . 
1932 18,354 t,o86 480 19,920 . 2],214 *JS,411 
1933 17,204 3,oo6 ... ... . 2],289 ... 
19H 17,828 r,r6q ... ... . . . ... ... 
1929 100 100 100 100 . . 100 100 100. 
1932 129 87 Ill 124 . . 79 105 113 
1931 121 142 ... ... . . . 79 ... 8o 
1934 126 94 ... ... . . ... ... 77 

' BuiRaria 1929 3.6"9 2,175 143 5.927 7,989 283 146 8,418 1],183 (1) Dec.mber ........ 
(Lev) 19]0 ].296 1,547 200 5,049 7,134 351 174 7,659 11,287 Commercial banks : includ· 

IQJI 2,919 1,397 710 5,o:z6 s.965 471 197 6,633 9,998 inc popular banka in 
addition "' ordilla.y 1932 t,6]5 1,597 886 5,118 5,230 517 196 5.943 9.442 joint•stoclc banks. The 

1933 2,984 1,565 (I) 941 5.490 4,382 699 184 5,265 9,18] latter do not specify 
1934 2,449 1,758 (1)1,274 5.481 ... ... .. . ... ... their depoRits, which are 
r929 100 100 100 100 zoo 100 IOO roo roo all included iD column 100 

{-). 1932 73 73 620 116 6j 18] 134 71 7• 7.1 
1933 83 72 6J8 93 55 •47 136 63 70 67 
1934 68 8t 1191 92 .. . ... ... ... ... 64 

CZHhmlovakia 11)29 8,2)0 675 332 9oZ37 12,566 IJ,09J 25,659 19,995 (•1 Figures shown ''""" (Koruna) IQJO 7,824 570 362 8,756 12,993 14,3.1.1 27,]28 20,037 1931 ltl'prelent rousb 
19]1 7,679 361 437 8,477 11,22J: . 13,765 24,986 *r8,503 approximatioos. 
19]2 6,754 002 519 7.875 10,8]2 J:],233 24,o65 *16,901 
1933 6,334 871 544 7.749 10,88-t t:Z,.fl6 2],300 *17,003 
1934 6,017 766 6o2 7,385 ... ... ... .. . 
19>9 100 zoo roo roo roo roo 100 roo 100 . . 
19J3 112 119 t56 85 116 . 101 . 94 85 96 
1933 77 129 t64 114 87 95 91 115 9• 
1934 73 113 till llo ... . .. . ... ... 92 

Danzilf 11)29 3R 4 •8 50 . . 65 . (Guidon) 11))0 38 2 8 48 . . 63 . 
lt))l .. 10 7 61 . 46 . 
IQ)l 37 9 7 53 . . 46 . 
IQl) 40 " 7 58 . ... . 
1934 39 4 8 Sl . . . .. . . 
19:19 roo roo 100 100 . . 100 . roo 
1913 97 .. , /ill to6 . . 71 . 77 1933 IDS •75 118 116 . . ... . 77 1934 roJ roo zoo zo• . . . . ... . 76 

Donmarlc 1929 367 68 26 461 551 543 898 1,992 935 (Krone) 19]0 300 78 27 465 614 576 920 2,110 987 
IQJI ]46 63 29 438 545 5]6 879 1,960 qo6 
1932 332 130 29 491 533 476 88o 1,889 883 1933 375 77 30 482 569 521 901 1,991 948 19H 386 144 32 562 *571 · 0 574 *914 *2,059 *I,OJO 
1929 roo roo 100 100 100 roo 100 roo -100 roo 19J2 90 191 II# 107 97 811 g8 95 94 91 19JJ 10:1 113 115 ro5 103 g6 100 100 tor g6 19J4 105 U2 1>3 125 104 ro6 102 IOJ zro 99 

J!....,ia 1929 34 16 3 53 •• . 24 66 91 (Enti KrooaJ 1910 32 16 3 51 46 . 27 73 93 I CUI 35 15 3 53 38 22 00 87 1932 31 13 3 48 35 16 51 8o ICI)) 32 15 4 51 36 . 15 51 83 1934 37 20 4 61 47 . 17 64 "'4 1929 100 100 roo zoo roo . zoo roo zoo 100 1912 91 Bz roo 91 113 . 67 77 88 112 1931 94 94 Z33 g6 116 . 63 77 9Z 83 1934 I Of Zlj r.13 Zl5 112 71 97 114 ?II 
•.\P£ -·p'Or'd e\6cUN. 



. ' . . . T11lrlfl I,- CURRENCY (OMPOSITIO:o< AND Mo\·EMENTS (COIIiiHIItd) 
Xl 

Cr.liiTR4L IJAifU 41110 Tai:A."uarq Cmuua~u.L llANU S«-1 •rnuunl 

I 
... t"UI'fl'IM.'Y 

CtMmtry and Note available 
•••• u End ol Tokm Total anit of currmcy circulation Central eoins (lfts 

Totlll f~I+UJ pri ... 
OaaaYATION'S (Bank bank lit(ht 

·- bold 

Si,bt Savi"«'S Otll« Tnt Ill Ins <'&.~ (cr.t al 
and State liabdities by ~·raJ f•J &o (c) d<pooita .......... ........ (I} to (J} nowr\'f' of lh·lnc) ..... , banks) eom.R'tf'nial 

be.nk• 

EtrROPE (COlli.) 
(a) (b) (c) (J) (1) (/) (I) (A) (o) (j) 

Finland 11)29 1,]61 217 52 1,6!-iO 1,.86 767 .s,u8 7.481 2,11.)8 (Markka) 1930 1,279 zo8 54 I,S .. I 1.555 829 S,JI4 7.0<J8 2.K7J 1931 1,2Q3 166 57 1,516 J,6JS 7n3 4·C»-'1 7.379 I,QlQ 1932 t,o8s IQO 8Q 1,364 J,6o7 7K7 4.7'>1 7.1~3 '·''" 1933 1,184 400 102 1,686 1,766 8]8 4.119i 7.4.a 1,1)18 1934 1,277 300 •n3 •r.7so 1,878 6,oSa 7.~ •J,JI6 
1929 zoo 100 zoo zoo 100 zoo I zoo zoo zoo znn X9JZ So So 171 S3 zo8 103 91 9'1 9J s., 19.11 S7 169 196 zoz Zl9 109 94 100 101 Hz 1934 94 Zj2 217 lo6 126 101 lo6 lll HJ 

Franr.f' 1929 67,769 20,0Q. 1,1()6 89,05() 42,)2.S - 5,200 4M25 U7,Rt•J l'onunPrrlal Nnk• : rrtn• (Franc) IC)JO 76,156 24,849 1,217 10:1,222 44.na - ,,204 4Q.ShJ 141,lhlt rt1lo\l Nnks nuly, 1931 83.547 29,513 1,2,56 114.]16 44,028 - 3,QH2 4M,010 14(,,042 
1932 82,721 24.328 1,]6] 1o8,4u 4].3H - ,,.\ll 46,857 141,47M 1933 8o,638 16,on 2,92.S 100,516 38,o87 - 3.246 41,333 1.11,h71 
1934 81,8.5.5 20,344 ·3.32.5 •1o5,5:z4 ... ... ... . .. .. . 
1929 zoo 100 100 100 100 - 100 100 roo 100 lfl A ....... "' •••• 19.12 , .. 121 ZZ4 , .. 102 - 6R 99 Ill 91 quArlf'f, 
r93J Zl9 S4 24J ll3 90 - 6a 87 103 9.1 1934 Z~l 101 278 liB ... - ... ... . .. 90 

Gennaoy 1929 5.479 485 988 6.952 4o4QO - 7.62] 12,11) 11,218 J.'i«tlrN "''"' thmurhnut (R•ichsmark) 1930 ,5,202 417 984 6,6o] 4,56.5 - 6,643 u,ao8 IO,Q.l} \0 IM eud nf Nnvtombrr 
1911 ,5,213 55S 1,179 6,947 3.870 - ],776 7.646 IO,hoO of Nl'h , ..... 
1932 •• lo6 459 1,480 6, .. , 3o494 - J ••• a 7.442 9o.lh6 l.'.onuutordal lNinb : •• Ktfl• 

tllthankPII 00 only : ciP 1933 4,082 511 1,4~5 6,078 3.155 - J,Hho 7,015 9,074 pn.Us indud" .......... 1934 ••• 57 995 1,484 6.736 3ol7• - J,HH.J 7,254 9.908 pnud•nh' at'nHmts, 
1929 100 100 100 100 100 - 100 100 100 100 
I9.1Z 7!J 95 150 87 78 - j2 61 8.1 77 1933 75 lOj l.fO S7 70 - jl .18 N1 79 
1914 7S #Oj 150 97 75 - jl 6o 8q No -

GJ'N"r.e 1929 5,193 1,530 •zso 6,973 11,405 ' 1,175 13.58o 17,2(»4) ttl Slrht di"(W'''II• lnrlude 
(Drachma) IQJO 4,8o] 1,728 .279 6,810 12,115 . ],171 •s,2H7 17,bl0 ""VhiMS IW,'IIt.IIIIS, 

ltJ 011"" dPp•H•Irn"ludll 1931 4,00] 702 30<1 ,5,014 10,,567 . 3.584 14,1.51 14o476 
no.c~..,_,,.p autl blwnJW• 1932 4o714 3.451 3]8 8,,50] 9.786 . 3.733 1],519 17o4l2 lnp, 

1933 s.u9 5,424 0 369 11,242 11,181 . ].6.16 14,817 zo.soR 
1934 s,6H6 4,166 "400 10,252 12,689 ],,520 16,209 10,516 
1929 100 100 100 zoo 100 . 100 100 100 100 
r91• 91 ••6 l.1j ru 86 17• 100 lOl 100 
1933 ZOj 1!55 148 z6r 911 . 167 109 119 104 
1934 109 272 z6o 147 Ill z6• 119 119 104 

Hunl{ary 1929 501 98 39 6]8 919 9Q2 900) 1,820 ··.2~6 (Pengo) 1')30 4(ll) 67 6z 5o8 8')8 1,019 9Q2 2,900) •1,:111) 
IC)JI 423 126 66 615 797 8u Ho4 2,413 •I, 17M 
IC)32 3H 78 62 41)3 710 719 711 2,100 •1,0~5 
1033 3(,9 103 70 

~·· 775 731 {,(,8 2,174 •1,110 
1934 381 I of> 70 H7 674 ,c .• ... ... ... 
1929 100 zoo roo zoo 100 100 roo 100 100 100 
1932 70 So I 59 77 84 7Z 711 711 Rl &I 
1911 14 ZOj 179 8j 84 74 11 77 91 711 
r934 76 lo8 119 87 73 77 ... ... ... 78 

Irish Free State 1929 14.2 - 0.7 14·9 . . . 126.9 0 75-1 
(£j 1930 14-3 - o.8 15-1 . . u8.o 0 76·3 

1931 13·4 - o.8 14-2 . . 128.C) .71·7 
1932 13·4 - o.8 14.2 . 1<42·4 0 76·7 
1933 13-7 - 0.9 14.6 . J]lo9 .,4.8 
1934 13.8 - 1.0 14.8 . . •ug.l •6t).l 

1929 100 - 100 100 . 100 100 100 1/J Of'-.,._, 11)29•100 I 
&he flcur,. fur 1ti1J tn 1932 94 - IZ4 9!5 . . Ill 101 117 
1914 rder to NovrmhM', 

1931 9'1 - 129 911 . 104 99 117 
97 - l4J 99 . . . 94 91 88 r934 

Italy 16,854 1,98~ 1,()()2 20,8]1 12,416 5.on• 3.2o6 ]0,8of ••• o69 Cnmnwrrlal bank• : all,... 1929 
dawary jolint .. lfdl bank,, (Ura) IC)JO 15,68o 2,411 2,135 20,2]6 22,)28 _s,o7, ].~76 )0,1')71) 41,}41 

(, J SiKh I drpurJls lnth$ 
IQJI •• ,295 2,070 2,1]8 18,~o3 11),711) •• 377 2,717 2f1,M1 J )7,110 rvii'J' .... pnndrnl•' ....-mantt 
1932 1],672 1,622 1,140 17,4]4 17,053 4o178 2,752 24,8M.1 :w.:r:\2 IR ad•hUon 1.0 runm& 
1933 1],243 I,SlMJ 2,142 1(,,9.54 17,53'- 3.899 3,2)6 24,670 3J,2fH'J aN•ounl dlopNt•. 
1934 IJ,I45 l,lo6 2,144 16,395 ... ... ... ... ... 

zoo zoo 100 100 zoo zoo roo 100 100 100 r9•9 
84 llo 82 83 Ill 81 113 1931 81 8• 107 

zo8 8r 711 77 911 llo 79 lo 1931 79 79 
76 1934 78 56 lo8 79 ... ... ... ... ... . 



XII 
Tallie 1 -CuRRENCY CoMPOSITION AND MoVEMENTS (contitmed). • 

C.:••n.u. B••a .t.JfD T .. .uuara Colnii:RCI.U. 8AifD Net amount 
of currency 

available Retail 
Total pri ... 

Caunay and N.,. Tok• I~I+I•J (cost of O•&•v•no•• 
11nil o'! curnDr7 

End of -- C...tral -~- Total Sipt S.vlnll Other Total I• cull II vine) 
Cllank bank lilbt 

_ ... ld 
(0) .. (t) depolila ._... .. ...,... .. I•J 1.0111 ........ 

anct State liabillta. ~ ........ oomm...W ...... , buks) baob 

(•) (b) (c) (d) (•) (f) (g) '"' m (j) 

Evoon(tofll.) 
178 58 - 4 62 229 

Latvia 1929 8] 72 23 
(!.at) 1930 86 77 26 rBg 6o - 4 64 242 

1931 76 86 27 r8g 25 - • 27 209 

1932 68 87 29 184 26 - 2 28 205 

1933 75 IOJ. 30 2o8 27 - 2 29 230 

1934 ,. 110 30 U2 . 33 - 2 35 247 

Z9•9 roo zoo zoo roo zoo - zoo zoo zoo zoo (j) January 1930-100. 

Z9J• ,. uz u6 103 45 - 50 45 90 76 

1911 90 14] Z]O 117 47 - 50 47 roo 71 

1914 99 153 Z]O r•5 57 - 50 56 roB 70 

Uthuanla 19•9 95 99 12 2o6 043 - •s8 101 *242 

(Lit as) 1930 117 103 14 234 "55 - .,. .. , •·So 
1931 109 78 14 201 4• - 63 105 2]6 

19)2 q6 57 14 167 47. - 55 roo 209 

1933 88 6r 14 163 44 - 46 90 201 

1934 88 6g 14 171 . . . - . . . ... ... 
19•9 zoo roo roo zoo zoo - roo zoo zoo zoo 

193~ zoz 58 117 lr 109 - 95 zoz 86 64 

1913 93 6• 117 79 ro• - 79 
,, 83 58 

1914 93 70 117 83 . . . ~ ... . .. ... 5• 

Nrthforlands IC):ZC) 86• 34 120 1,016 634 - , .. 1,335 *r,ss7 Commerdal banks : prln-

(Guld•n) 1930 847 ]I 131 r.oog 712 - 761 1,473 *t,61,5 cipal banks only. 

1931 J,o:zs r8o 119 1,)24 584 - 657 1,241 *t,787 

1932 963 ]04 120 1,]87 6o6 - 5o6 1,112 •r,781 

1933 913 231 •uo *t,264 551 - 445 996 *r,6oo 

1914 91] 147 •uo •r,IIIo ... - . .. . .. . .. 
19•9 roo zoo roo roo zoo - zoo roo roo roo 

1912 zu 894 zoo 137 96 - 70 82 114 84 
1911 ro6 679 roo 124 87 - 62 74 103 85 
1914 ro6 412 roo 116 ... - . .. . . . . .. 83 . 

Norway 1929 318 90 18 426 124 ~94 40 t,os8 493 Commercial banks: 11 Ire@"' 

(Kron•) 1930 312 65 18 395 128 897 59 J,o8.f 467 bank!' only C .. cludinc 

1931 334 68 19 421 II] 835 46 994 489 
banks under public 
administration 01' liqui· 

1932 ]15 77 19 411 99 732 32 883 456 dation). 
IQJJ 327 64 19 410 83 719 35 837 446 
1934 333 8o 20 433 097 0668 "30 0795 0477 

1929 zoo roo roo roo roo roo roo roo roo roo 
193:1 99 86 ro6 96 8o 84 8o 83 92 90 
1933 103 11 ro6 96 67 8o 88 79 90 88 
Z9J4 105 89 zrr Z02 78 75 . 75 7$ 97 90 

Pnland 1929 1,404 468 196 2,o68 536 141 413 1,090 2,498 (4) Bank and Treasury 

(Zloty) 19]0 I,JJI 210 238 1,779 544 178. 462 1,184 1,226 notes ; since 1932, bank-

19]1 1,220 21] 240 1,673 375 87 268 730 1,972 notes only. 

1932 I,OOJ 220 3•2 1,545 322 78 246 646 1,8ol 
Commercial banks : joint. 

1933 lo004 262 342 J,6o8 313 72 187 572 t,Bsg • 
atock banks only, exelud.· 
ing State Land Bank 

1934 981 241 ]84 1.6o6 315 So 201 596 •1,861 and National hoooomlc 

Z9'9 zoo roo zoo roo zoo roo roo zoo zoo roo Bank. 

1912 71 47 r64 7$ 60 55 6o 59 7• 73 
1913 72 $6 174 78 58 51 45 j2 74 70 
1914 70 jZ Zp6 78 59 57 49 $$ 74 64 

Portu~al 1929 1,046 331 0to •z,387 481 - 56] 1,044 •2,7o6 
(Eocuclo) IQJO 1,994 350 •2o •2,364 3B9 - 496 BKs •z,6o8 

1931 2,o62 279 42 2,383 464 - ]48 8u . •2,637 
1932 2,001 544 70 2,61,5 481 - 338 Brq •2,Q28 

1933 1,989 534 121 2,644 ·~os - . . . . -.. •2,g8o 
1934 2,137 758 ·•33 •J,028 •sB7 - ... . .. ·3.419 

19•9 roo zoo roo roo zoo - roo roo zoo zoo 
191• p8 164 700 110 roo - 6o 78 roB 86 
1911 97 r6r 1,:110 rrr zos - . . . ... 110 84 
1914 104 "9 Z,330 U7 u• - ... . .. U6 85 

R<>amanla 1929 21,144 9,371 •z,ooo *32.515 19,561 31,753 51,314 0 45.447 
(Leu) I 

. 
19]0 19.6o5 5,077 •z,ooo •z6,682 18,212 . J~,JII 53.323 0]6.884 
1931 2],750 ],865 2,215 29,8]0 12,840 . '17.366 J0,2o6 39.610 
1932 21,594 6,]66 :1.485 3'·445 11,714 . 14,469 26,183 40,6]7 
1933 21,219 7.257 3.609 32,o85 ... . .. . .. . .. . .. 
19.14 22,307 7,1]2 3.599 3],1]8 ... . .. . .. . .. . .. 
19'9 zoo roo roo roo roo . roo roo roo roo 
191• ZOI 68 '74 97 6o 46 5Z 89 . 57 1933 roo 77 rBo 99 
1934 ro6 

... . ... ... ... 54 77 rBo ZOI ... . ... . .. . .. 51 . 

• AiGha'=••e« -



Table I.- CURRENCY CoMPOSITION AND MoVEMENTS (rottliKual). XIII 

C&nLU. &.uta UD Ta&Asva1u Co.~~&aC~A&. B41fu Net...aat .. ~ 
availAble Retail 

Country and Note Tok"' Totol 
unit of carn:KY 

Ead ol cireulation C<nlnl eoins(ks (tiJ+f•J - O~rtU.VAtiOIII 
• (Bank bonk II .. t tboee held Totol SiPt Sovlap ou.. Toto! -- _ .. 
aod State liabitilia .,. omlnl ,., tD (c} ........ -· ...,.. .. Ill ID Ill ._.. .. lvial) ..... , -·· oommordal ----

EuooP• (cortl.) 
(•) (b) (<) (tl) (•) (/) frJ (A) (i) (j) 

Spain 1929 4·4~8 a,s86 . 7.044 4,ao6 . 2,7J6 6,q.u 10.1}'~ 
(l'e5ela) 1930 4.767 2,J61 . 7,1]5 4•H'J . 2o93J 7.472 au.~J7 

1931 4.Q<)] 2,770 7.763 .).554 . 2,573 6,127 10,oH4 
1932 4.834 a,6s8 • 7.4CJa ).623 . a,8.1J 6.446 9·921 
IQ31 4.8•5 2,669 7.494 ... . .. ... ... 
1934 4,711 2,5.59 . 7,210 ... . ... ... .. . 
Z9~9 zoo zoo ' zoo zoo zoo 100 zoo zoo 
Z9J2 zo8 ZOJ . Zo6 /16 . IOJ 9J 911 119 
Z9JJ zo8 ZOJ . zo6 ... . ... ... ... 99 
Z9J4 zo6 119 • IOJ ... . . ... . .. . .. Z04 

s~den 1929 569 274 (6o) 903 659 M8 1,1)4 3.4K1 ,,.,a td RGUih appro•iiiYlloftl 
(Krona) IQ)O 594 293 (bo) 947 681 710 1,140 ],0,\1 ··~l'• &be ,_....\ooyMr ftuctu-

1931 58] 17] (bo) 8t6 610 686 ••• ~7 3.H.l a,.utl •done .,. bftltiWid kl 

1932 598 20] (6o) 861 625 648 1,18] 3.H6 '·l~l 
l!lave bMe. tnllanlftcant 

1931 648 471 (6o) 1,179 674 64] 1.311 .),628 l,~.ao dun., u.o period """"' 

1934 7o8 407 (6o) 1,17.5 697 656 a,aoo J,55J a,,Ms -
Z9~9 zoo zoo zoo zoo zoo 100 100 JOO zoo zoo 
Z932 ZO$ 74 zoo 95 95 94 107 JOI ~ ,. 
Z9JJ ZZ4 Z72 zoo ZJZ ZOI 9J zo8 ZOf IOJ ~ 

Z934 Z24 149 roo ZJO ro6 95 JOJ 101 107 PJ 

Switzerland 1929 999 201 235 1,435 • 3o7S6 3.294 6,621 1],678 4.8>4 
(Franc) 19]0 J,o62 •4• 290 1,594 0,287 4,4a2 8,010 14.719 ].422 

1931 1,6oq 924 301 2,8.)4 2r449 4.575 7,aos 14,129 •• oos 
19]2 1,613 974 317 ··- 2,418 4.68o 6,811 l)o909 4,oH6 

1933 1,510 641 337 2,.88 l,lgl .. ,. 6,407 IJ,189 J,661 

1934 J,.f40 58o 0JSO •a,J70 ... . .. ... ... ... 
Z929 roo 100 zoo zoo 100 zoo 100 100 zoo 100 
Z932 z6z 485 ZJ5 101 64 zp 103 IOI llj 6) 

Z93J IJZ JI9 Z4J 171 j8 IJ9 97 96 76 
,, 

Z9J4 IH 289 Z49 165 ... ... ... ... .. . Mo 

United 1929 372-3 t6o.z 8].j 616.o 1,195·0 - 1,016 •• 1,211 •• 1.4~7·• (a} Bank of V.uri••MI. 
Kingdom 1930 371.5 1,.2 8o.] 627.0 1,2}0.9 - I,O,J,J a,a8.a.o ··~07·7 

Smt.tiah arMI NurUwrn 

(£) 1931 367.1 174·5 77·• 618.8 J,o68.6 - J,o,.,.o 1,11].6 1,]74·7 111111 banlu, PI drcu• 
latlnn. 

1932 374-1 •. u.o 68 •• 587·3 1,214.8 - 1,17CJ·9 '·l'"''' • •• ,6.2 <:oatmerelaiiNlnkll d•.,OOll 

1931 393·1 159·9 70oJ 623··· 1,149·7 - J,Jo8.J a,,ns.o 1,546·5 ~ ~Jinl•1k.W'k bank• 

1934 409·1 156.7 71.0 636.8 ... - ... ... .. . dtw '"10 ll1ht arid 

J'929 zoo 100 roo zoo zoo - 100 JOO zoo zoo ot,_. ~nW _.:uonlhll 
Ia ·- of Landou 

Z9J2 zoo 91 112 95 102 - "' lo8 JOJ 86 u.ru11 a •• w. 
Z93J zo6 JOO 84 zoz ZO$ - Z09 Z07 zo6 86 

Z9J4 zzo 911 lj ZOJ ... - ... ... ... 66 

Yugoslavia 1929 s,818 z,aso 146 7,214 •:a,]]6 .,,oo8 ,,842 13,186 08,8t6 

(Dinaz) 1930 5.397 667 143 6,107 2,709 7,SQ7 ],886 ••·••»a 8,••• 
1931 5,172 417 161 s.no 1,936 6,867 a,cno U,7Jl 7,o,ll 

1932 4.773 6q8 479 So9~0 1,4z6 5.343 1,717 9-5~6 6,146 

1933 4t327 1,031 ,00 6,]18 •1,400 ..... J(Jo 3,)23 8,61Sa •7,u2 

1934 4,384 866 994 6,:J.t4 ... ... ' ... ... . .. 
Z929 roo zoo zoo zoo roo JOO 100 zoo 100 zoo 

Z932 112 56 3•8 112 6z 76 7J 7' 71 71 

Z93J 74 112 6j8 88 6o 71 6o 66 liz 64 

Z9J4 75 69. 68z 17 . .. ... ... .. . ... 6o 

N. AMERICA. 
Canada 1929 187 - 31 219 8u - 1,876 2,697 1,040 1•1 Uomluion -In 

(I) 19]0 16] - ·]I 195 68q - 1,71)1 2,487 8~4 ...... of putAio Mid net 

1931 100 - 33 193 6q8 - 1,670 2,3b8 llq1 dn:ulalina c.- C.:.bart.ered --1932 144 - 33· 177 538 - 1,7o6 3,244 715 

1933 151 - .34 •IS$ 563 - 1,679 1,242 0748 

1934 100 - 034 •• 94 628 - 1,733 3,)01 •il.u 

1929 zoo - zoo roo zoo - roo roo 100 zoo 

1932 77 JOJ Ill 66 - 9Z /IJ 69 7• 

Z913 Bz - zo6 84 69 - ,, /IJ 7• 77 

Z934 86 - zo6 ''· 76 - ,. /Ill 19 77 

U.S.A. 1929 2,613 2,419 1,847 6,879 24-032 - 18,953 42,985 27,001 End o( L.IJJte throtllbouL 
1•1 All uk 6: St.te uuta. 

(I) 1930 2,346 a..ss 1,88g 6,690 2],,00 - 19,J37 43,2K7 z6,JI7 1&1 PederaJ IC....-w ba11ka. 

19]1 2,66o a.S04 1,875 7.019 21,2o8 - 11,)'16 ]9.714 14tUJ (r:J ToUI oiiQid and llilver 

19]2 3.774 2,cn8 1,634 7.+36 16,]22 - 14,275 ]0.5?7 20,4~1 _.,.. .... ooJd, oil-

1933 4.376 ··- 1,os8 7,928 15.212 - u,83.5 27.047 19.117• ...,. mild' cola-ncl. b• 

1934 4.393 4,138 693 9,224 ... - ... ... ... all ,..,. ,,., aaiiHoo o( 

..pJkiCI!lta''wbkb at the 

1929 100. zoo zoo roo roo - loti zoo zoo roo .... nalnt ot 19M were 

Z9]1 ZH 114 , Jo8 61 . - 7S 7Z 76 75 toand to be noa..U.teot. 

Z933 Z67 ZOJ $7 115 6J - ,, 6J 74 77 II) lacL oavlap dopooiiO. 

1934 r68 Z7Z J/1 Z34 ... - ... ... ... 8z 



Table 1.- CuRRENCY CoMPOSITION AND MoVEMENTS (continued). 

t.:KIITilAL B.t.•a .t.MD Ta&.uuaJu Coiiii&RCI.U. BANKI Net amount 
ol ... ..._ • available Retail 

NolO Token Total prica Cuunlry a1td (~l+f•l Oa&aYA'IIOJIIS -t ... lllllftUQ' 
liool ul drrulation Central coiM(Iao Total Sl•hl Savfnp Other Total 

'"' cash 
(cost of 

(Bank I:Mink M'l'hl .._held 
(0} to (<J depooito IICOIIIIUio depooito (•J ID (f} ....... of living) 

and State UabiUUCI b7 oentnal commercial ...... , boob) 
boob 

--
LA••• f•J (b) 

A•s:•lcA. 
(e) - (d) (e) (/) (g) (It) (i) (i) 

1,178 2,0J7 f•J Caja de Conwni6n. Ar~nline 1929 1,247 - . 1,247 1,771 954 J,90J 
1,261 1,261 1,189 1,713 1,0,5. 3.956 1,999 (&) Data not available (l'no) 1930 - . 

Coounen:ial ........ : lociud. lf)JI 1,245 - . 1,24.5 971 1,647 8gg J,,517 J,70J inc tbe Bauco de Ia 
lf)J:I 1,339 - . 1,]39 1108] 1,,570 87• ],,52,5 1,777 Nacic.lu. 
Jt)JJ 1,214 - . I,:U.f 1,171 1,533 763 3.467 1,86,5 
1934 1,171 - . 1,171 1,111 1,,58g 7•7 ],427 *r,87:z 

Z9Z9 zoo - . zoo zoo zoo zoo zoo zoo ' . 
Z9JZ Z07 - . Z07 92 89 9Z 90 87 
l9J3 97 - . 97 99 87 8o 89 9• . 
Z9J4 94 - . 94 94 90 76 88 9• . 

&41via lf)29 43·0 17-9 5·6 66.5 r8.o 4·5 n.g 34·4 79·0 
(But Manu) 1930 J:l.:l 14·7 5·6 52·5 13·7 4·1 u.S 29.6 65.0· 

lfJll 27.0 Jl,l ,.6 u8 11.6 3·8 10.7 -:z6.J 52.1 
II)JJ 37·6 42·3 4·8 84·7 13·3 3·2 7-2 •3·7 92.8 
1933 53·8 54·0 5-7 113·5 23·7 3·8 121.6 40.1 IIJ.1 
1934 ... ... . .. ... . .. ... ... . .. ... 
19>9 zoo zoo 100 zoo zoo zoo zoo zoo zoo . 
.19)8 87 •J6 86 IZ7 74 7Z 6z 69 1Z7 
Z9J3 1ZS 302 Z02 Z7Z Z32 84 zo6 ZZ7 Z43 
Z9J4 ... ... ... .. . ... ... ... . .. ... 

Brazil 1929 3.394 - . 3.394 3.487 431 2,007 5o925 5o331 (c} Data not available. 
(Milreis) 1930 2,8-42 - 2,842 2,856 394 2,-481 !5,731 4oH4 Commercial banks : includ· 

1931 2,942 - . 2,9-42 3.490 451 2,021 5.962 5,20-4 inc the llauco do lkaoil. 
1932 3.239 - . 1],239 4.732 510 1,601 6,843 6,126 
1933 J,037 - . 3,037 •• 345 5o6 1,-493 6,344 5.935 
1934 ],257 - . 3o257 5,056 566 1,797 7o419 *6,924 
Z9>9 zoo - zoo zoo 100 zoo zoo 100 . 
.19)8 95 - . 95 z]6 u8 8o us zzs . 
Z933 89 - 8g zzs ZZ7 74 101 ZIZ 
Z934 p6 - . 96 Z4S 13Z 90 z2s Z30 . 

Chile 1929 352 127 35 514 , .. 41 723 1,276 86o 
(l'l:so) 19]0 300 85 35 426 434 47 638 1,119 729 

1931 319 go 35 444 419 .. 465 896 677 
19]2 488 319 18 825 7o6 - 426 1,132 1,177 
1933 515 ]50 .. 886 893 - 397 1,290 1,-431 
1934 516 346 27 889 •1,000 - 0 368 •I,J68 •1,6ol 
Z929 zoo zoo zoo zoo zoo zoo zoo zoo 100 zoo 
.l9J2 Z39 •sz sz z6z Z38 - 59 89 Z31 u6 
Z933 Z46 •76 6o Z72 Z74 - 55 101 166 lZ. 
Z934 Z41 •7• 11 173 Z95 sz Z07 z86 '"1 

Culurubia 1929 46·9 6.9 13.6 67·4 40·4 6.5 13.1 62.0 97·3 (l'l:so) 1930 35·3 6.7 u.2 54·• 30·9 7·3 16.6 54·8 75·7 1931 28.1 10.2 12.1 50·4 27.2 8.0 1-4-2 49·4 68.1 
1932 30·3 18.4 13.1 61.8 35·4 6.8 15.1 37·3 82.1 
1933 39·8 21.0 IJ.Z 74·0 39·4 5-9 13·9 59.2 98.5 1934 48.o 24.8 '3·4 86.2 48·5 4·7 ,g.6 6:.8 117.2 
Z9Z9 zoo zoo zoo zoo zoo zoo 100 zoo zoo 1932 65 267 96 9• 81/ Z05 zoo 9• 114 . l9JJ 115 J04 97 uo g8 9Z 92 95 zoz .. 
Z9J4 Z02 359 99 128 IZO 72 64 zoz .Z30 

Ecuoduc- 1929 30 16 5 51 24 - 10 34 66 (Sucn) 1930 23 17 5 45 22 - II 33 58 1931 19 9 6 34 13 - 6 19 43 1932 24 II 5 40 ., - 5 30 52 1933 36 20 6 62 43 - 7 so 83 1934 47 27 8 Ba 50 - ,, 65 112 
1929 zoo zoo zoo zoo zoo - zoo zoo zoo 19J~ 80 69 711 . zoo Z04 - 50 88 79 Z9J3 120 ZZ5 . IZO ... Z79 - 70 147 126 Z9J4 Z57 Z69 z6o z61 •oB 

. - 150 Z91 110 . 
Mes.ico 1929 1-4-1 '48·3 205-6 268.o 175.6 - 42·9 u8.5 (l'no) 1930 8., 45·6 :zo8.2 262.3 183.0 4'9·3 - 6o.2 2-43-2 400.6 19]1 6.6 43·0 zos.:z 254·8 IOJ,O - 43·4 145·4 330·5 19]2 47·3 66.3 193·4 307.0 135·2 - 26.9 162.1 382.3 1933 11·7 67·9 uo.o 355·6 182.4 - 51.2 233·6 46o.8 1934 ... ... ... ... ... ... ... . .. ... 

19>9 zoo zoo zoo zoo zoo - zoo zoo zoo 19J6 335 ZJ7 94 ZZ5 77 - 63 74 9Z 19]3 ssz Z4Z Z02 Z33 Z04 - Zl9 Z07 ZIO 1934 . ... ... ... ... ... ... . .. I ... 
•AJS ·-··-~lpN. 



Tallie I. -CURRENCY COMPOSITION AND z.lo\'E~IENTS (coNiiNifrJ). XV .. 
CEIITLU. ILu:u AJCD TaLUv&IU Co••uclAL BAlla Nrt amount 

ul CUR't'1tcy 

Country and Note 
a,·ail.tblo 

Rf"lall Eod of T .. m Tut.a wait o( C\UTUICY circolatioo. Cmlral coi. .. (tt-. Total Si,:ht ,,,.", ,., .... 
0-.&R\'AtiOMt (Bank bank liKbt ,_ bdd So vi .... Otlw< Tot at In~ r-.lt (""-""'' ul 

and State liabilities by-.tnl t•J • (1:} clcpu!!its .......... d<puoits (I} &u (JJ .._..., Uviuc.) ..... , ...... , O.J"'ntf'I'('W 
bot•.U 

l.ATIH AMERICA 
(•) (b) (<) (II) (1) (/) (C) (-) (i) (j) 

(ctml.) 1929 6s .. .. 9'1 88 2] SJ 164 tfia Peru 1930 64 6 2] 93 54 17 43 114 Uq (Sol) 1931 ss 8 19 s. s• t8 34 )(lj 118 1932 so 6 t8 74 S4 20 2•1 IUJ 114 19]3 67 21 21 loq 70 26 ]I U7 .... 1934 74 28 24 126 98 33 3l ,,. tM8 
Z929 zoo zoo zoo ·zoo 100 100 100 100 100 100 Z93:J 77 jO a. H 61 87 55 6.1 70 X7 193) IOJ 11$ 95 uo 8o UJ j8 77 vo 86 Z9J4 IZ4 233 109 117 Ill Z4J 61 '"" U6 87 

... 

Uruguay 1929 71 42 2 II$ ]8 - 41 79 1.\6 t'J SUvw culu uuly. (Peso) 1930 74 42 2 tt8 41 - 48 8•1 1]7 
1931 8t 32 .2 •u.s 43 - 47 ,,., •• J•• 11)32 8S 32 .2 •uq 54 - H 9'1 ••1a 19]3 78 32 .2 .,u 44 - 46 90 •u9 
1934 ... . .. . .. . . . ... • 0 • ... .. . . .. 
1929 zoo zoo zoo zoo zoo - zoo zoo 100 0 

Z9JZ IZO 76 zoo 103 142 - ZIO Uj 97 1933 zzo 76 100 97 zz6 - ZZI Zl4 9S 1934 ... ... ... ... . .. - ... ... . .. . 
Venezuela 1929 sa - . sa 126 5 - 1.11 t81 (cJ lla&a 110& av.tlable. 

(Bolivaz) 1930 68 - . 68 58 5 - b3 12] . 1931 61 - . 61 83 6 - 8q 139 
1932 6a - 6a 84 6 - 90 141 
1933 6a - . 6a 91 6 - 97 147 
1934 •6] - •63 ••o.s •6 - •au ••bJ 
1929 100 - 100 100 zoo - zoo zoo 
193• ZOJ - IOJ 67 uo - 69 78 
Z933 103 - 103 7• uo - 74 8z 
Z934 Z09 - . Z09 83 uo - 8j 90 

AFRICA. 
Union of 1929 1·S 1·• •J.2 17-9 ]0.9 3-5 26oJ 6a.6 4].3 AL't'tJUIIII In u .. 1Jult.111 South 19JO 1·' 1·0 'J.l 17-2 ::a8.::a 3·6 31-7 63o5 3Q.8 uuly. Africa 1931 7-3 6.1 •:z.g t6.3 24.8 3-7 :z8.1 S6o6 )bo] 

(£) 1932 6.9 Sol •].] 15-3 2].5 3o5 •7·4 Ho4 ]).9 
1933 9·7 Jl.t •].8 ... 6 52.8 4·3 24.1 8t.J 70o5 
1934 10.8 z8o6 ••• :z 43o6 55·6 4·4 2~.:1 8~o· 7b.q 

19•9 100 zoo 100 zoo zoo zoo lao 100 . lao 100 
193~ 9• 1Z Z03 as 76 zoo ZOj 90 78 8</ 
Z933 ZZ9 43• 119 •49 171 ZZ3 9• ZJ4 lb3 91 

ASIA. 
Z934 Z44 397 Z3Z •44 180 zz6 y6 141 Z76 90 

f•l ...... l>I'JNU'luaelll .,. India 1929 1,794 - . . . • :z,o-46 . ......._ury • (Rupee) 1930 1,613 - . . . . . :1,122 . (' 1 Hata lur Cl .. ll lu .,·ttral 
1931 1,793 - . . . ···J74 dn:uLat~JII au& availAble. 
1932 l,.,,.s - . . . . 2,176 . l:oan...,dal tMnk.a: priuto 
19]3 1,781 - . . . ... . dl'J•t•lt• with U~~t 

1934 t,8J9 - . . . ... . ln.1Miri•l Hank, all 
fifoJII•ita With dUIURIIC 

•9•9 zoo - . . . . . 100 . 100 t-riut·•l••·k I.Ninka aud 
193Z 97 - . . . za6 . 74 dr.p_.ll h• India wUb 

Z933 99 - . . • . .. 6j ~acltalap IJauk .. 

Z9J4 Z03 - . . . . . ... . 67 

)a pan 2,729 a.~so - 3o~23 6,10] .. ,6:10 1•1 Net clrculatlorr of 1929 1,771 533 42S nauk of J ....... IJauk (Yen) 1930 •.ss6 456 422 :1,434 2,413 - lo411J So908 4,21_1() ot KrJtee, Hauk of 
1931 ••• 69 374 416 2,259 2,20) - 3o500 5,70) 3.974 y.,.,.... .... tilala 
1932 t,s6:z 384 414 2,)60 :Z,J22 - ]o647 S,gbq .,16] ...... 0 

1933 1,679 369 435 2,483 2,6]1 - J,l}41 6.~72 •• ~26 (.amm«dal hank• oil 
1934 1,8o4 34• ··j~ •z,381 z,8u - 4o277 ,,~J .... 710 dcariu•·llluuae lNtuk .. 

l9Z9 zoo 100 zoo 100 zoo - 100 100 100 100 
Z933 88 7• 97 86 90 - 104 911 90 8$ 
Z933 9S 69 zo• 91 1oz - zu za8 911 87 
Z9J4 zoz 64 zo• 95 zay - Ul u6 IUZ 88 

OcEANIA. 
lbl A_.,,. of lui Australia 1929 42·4 IS-S 3·3 61.2 99·4 - 1?2-7 2q2.1 1]7·4 ......... (£) 1930 •.. , 7-6 3·3 53·4 8s.• - 194·0 Z7tj.z gB.o Cuauncrdal banks : A..., 

1931 48·4 8.9 ].8 61.1 8q.o - II'J4·0 :ZKJ.O 101'.0 traUan bulil~ of ... 
1932 4.S-2 6.1 4·0 55·3 87·7 - '""·7 277-4 I OJ.) bank• op"fatln• In the 
1933 45-2 1·• ••. o •s6.4 94·7 - ·~·9 2K1.6 1oK.z VJaanMawrallh, radud• 

1934 4S·3 IO.,S .... o •s9.s 10].4 - I?Z,J 2'J~·' ll5o8 hiC the VJOUQi'nn•callb 
ISank ; aYttqc. Jor lu& 

Z9Z9 zoo zoo zoo lao zoo - 100 zoo 100 zoo .......... 
Z9J2 Z01 39 uz 90 88 - 911 " 74 79 1/ JA-oflotJqoorUro 
Z933 Z01 46 uz 9• " - ,., y6 79 7' 
Z934 Z07 68 uz 911 Z04 - zoo zoz 84 80 

.. 



X\"1 INTRODUCTION 

Table 1.- CuRRENCY CoMPOSITION AND MoVEMENTS (concluded). 

t:lNTAAL BANU AHD TI&.UUIIU 

(ounlry and Note Token 
Ewol cin-W..tiola Central C'CJi••CieM anil of CUI't'l!aCY 

(S.nk bank 5i,;:ht thole held Total Sight 

aud State liabiUu~ by Ct'utral f•J 10 (c) depo&ill 

110la) bauks) 

--
(•) (b) (c) (•I) (e) 

OCEANIA I1Jl«J 7-2 - ••. o •s.:r 24.:Z 
*r.o ((f1ffl.} 6.7 - ·7·7 19.5 111]0 
••. o •a.3 New Zraland 19.)1 7·3 - 17.2 

(£) 19.)2 7-1 - ••. o *8.1 !6.2 

1933 7-6 - •r.o •s.6 20.5 
6.8 - .,.o 0 7.8 U.j 1934 

zoo zoo Z9'9 zoo - zoo 
67 19.JJ 99 - 100 99 

19JJ 1o6 - 100 105 8j 
19J4 94 - zoo 95 9J 

subject does not easily lend itself to generalisation 
and review. Differences in economic structure, in 
degree of dependence on foreign markets, in the 
direction - inward or outward - of the movement 
of short-term funds, In fiscal and budgetary policy, 
in foreign exchange policy, in the degTee of 
confidence in the banking system have determined 
the peculiar nature of the evolution in each 
particular country. In the following paragTaphs, 
only some of the broad lines of movement are 
mentioned ; for detailed statements on each 
country, reference must be made to the mdividual 
chapters in the second part of this volume. 

The first broad movement which tan be discerned . 
from an examination of Table I is an almost 
universal, though b}' no means uniform, contraction . 
in thenetamountofcurrencyavailable (column (i)) 
between 1929 and 1932 and some tendency towards 
stability (and in certain countries, expansion) after 
that year. The most important exceptions are 
France, the Netherlands and Belgium. In all 
these countries, the quantity of '!lOney available 
was higher (by 5 to 15 per cent) at the end of 1932 
than at the end of 1929, and in France and the 
Netherlands - and probably also in Belgium (for 
which figures are not yet available) -lower at the 
end of 1933 than at the end of the preceding year. 
Although France was drawn into the economic 
depression later than most others, the volume of 
transactions in that country - as in the 
Netherlands and Belgium - was much lower in 
1932 than in 1929. The net increase in the 
quantity of currency available in these three 
countries between these years is entirely due to 
transfer of funds from foreign countries, which more 
than offset the effects of domestic credit contraction. 
Aa early as 1928, French capitalists began to 
repatriate balances which had been built up abroad 
during the depreciation of the franc. The rate of 
repatriation was increased in subsequent years ; 
and in 1931 short-term balances were withdrawn 

(;o•WEACIAL BAND Net amount 
o( currency ~ 

available Retail Total pricm (tlJ+ f•J (ClOSt of On&avATio•a 
Savings Other Total las eash living) -.::couuta depoaita (<) to Ill ....... of 

commercial 
baoka 

(/) (g) (h) (i) (j) 

- J0.6 54·8 *JZ·.f f•J Net circulation of oo~ 
- issuing banks. JJ.O 52-5 •z7.:z 

(t:) Estimate of ailver coin •z.,.:z - ]4.8 sz.o only. - 35-' 51.3 *24·3 
- 39·3 . 59·8 *29.1 - 37·7 6o.r *30.2 

- zoo zoo roo zoo (j) Pigures 
- ZI5 94 75 Bo November. 

- uB 109 90 Bo 
- UJ ZIO 9J Bz 

on a large scale from London, New York, Berlin 
and other centres. In 1930 and 1931, the inward 
movement of capital into France was swollen by 
foreign capital seeking security. Large gold 
imports resulted and the circulation of notes rose. 
The close connection between the import of gold 
into France and the expansion of the note circula
tion is shown in DiagTam II. 

. Diagram II. 
GoLD REsERVEs AND NoTE CIRCULATION 

OF THE BANIJUE DE FRANCE. 

A Gold. B Note circulation. 
ou.,.,l .......... l 00 _____ __,__ --- tO&JOL>(""""""'-' 

--- --- YO 

80--· 

------ •o 

60 

-- ---- -- '" 

---- ... 
30 ------1---1---1·----- ,., 

The notes paid out by the Banque de France for 
the gold imported did not all go to increase the 
effective monetary circulation. Part was hoarded 
by individuals ; part was paid into banks and either 
kept by them as additional cash on hand or 
deposited with the Banque de Frartce and hence 
withdrawn from circulation. In the Netherlands, 
and Belgium too, the expansion in the note circula
tion which took place simultaneously with the 
import of gold between 1929 and 1931 went into 
hoards ; prices In both countries fell sharply. The 
commercial banks of both countries' built up large 

rofer to 
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cash reserv_es in 1932, and as there was - in spite 
of the contmued, though smaller, import of gold
a net contraction in the gross amount of central 
bank money outstanding, the net amount of 
currency available fell. In the Netherlands it fell 
still more sharply in 1933, while in Belgium notes 
returning from hoards were used by the banks to 
increase still further their cash reserves, and little 
net change appears to have occurred in the quantity 
of money available. 

X\"11 

Diagram m. 

In Switzerland, there was an expansion in the 
note circulation and in the sight liabilities of the 
~ational Bank simultaneously with the gold 
unports of 1930 and 1931 ; the expansion slowed up, 
as did the inward movement of gold, in 1932 and 
- like it - was reversed in 1933 and 1934. The 
decline in commercial bank sight deposits, which 
constitute the most important part of the means of 
payment in Switzerland, was extremely sharp in 
1930, and it is chiefly this contraction which 
accounts for the fact that the net amount of 
currency available was 15 per cent lower at the 
end of 1932 than three years earlier. But 
Switzerland, unlike France, Belgium and the 
Netherlands, experienced a simultaneous expansion 
in savings and other bank deposits. If these be 
taken into account, then the net amount of currency 
available was more than 5 per cent higher at the 
end of 1932 than at the end of 1929, and it began 
to fall only in 1933. 

In the United Kingdom, too, according to 
Table I, the quantity of money available, after 
rising slightly in 1930 and falling rather sharply 
in 1931, was again higher at the end of 1932 than 
at the end of 1929. These movements were chiefly 
due to changes in the volume of bank deposits, 
and it is shown below that these, in tum, have 

bankers' cash. The very large increase in deposits 
·in 1932 must be considered in relation to the 
movement towards cheap money which culminated 
in the important conversion operations of that year. 
Since 1931, as is shown in Diagram III, there has 
been a steady increase in the amount of Bank of 
England notes outstanding; their circulation attai
ned the highest level ever recorded in Christmas 
week 1934. The average monthly note circulation 
in 1934 was higher than in any year since 1925. 

The Irish Free State did not share with the 
United Kingdon in the increase in the quantity 
of money available in 1933· On the contrary, a 
marked decline took place which became still 
sharper in 1934. This decline evidently reflects 
chiefly the effects of the trade war with the United 
Kingdom, which led to an excess of payments 
abroad and a consequent reduction in commercial 
bank deposits in the Free State. 

In Europe, the contraction in the aggregate 
means of payment, as measured in Table I, would 
appear, on the whole, to have been sharpest in 
certain agricultural States of Eastern and South-

BANK OF ENGLAND NoTEs IN CIRCULATION. 

.... , 
~r-------------------------------1~· 

W0l----------------------------- l9(l 

1934 

_,.ol-------------------------------l·J•\1 
o~.....__.... __ ..___...... ...... __ ..._,_..__._-.~o_..._~...J 
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Eastern Europe, particularly Bulgaria, Poland, 
Yugoslavia and Hungary. These countries were 
not only affected by the heavy fall in the prices of 
their chief export products on world market~. 
but also by the transfer abroad of short-term 
funds previously loaned them. Jn the countrirs 
mentioned, the note circulation and central bank 
sight liabilities - though increasing during the 
financial crisis of 1931 -fell on balance after 1930. 
The decline in sight deposits with commercial banks 
was very sharp, and only in Bulgaria was there an 
increase, albeit slight, in time deposits. Like the 
quantity of money, the cost of living fell more in 
these countries than elsewhere in Europe. In 
Rournania, the fall in bank deposits, both sight and 
time, was at least as sharp as in the neighbouring 
countries, but the great bulk of the aggregate 
means of payment consists of note~. whose quantity 
has not fallen below the 1929 level since 1930; this 
is evidently entirely due to hoarding, as transactions 
have fallen greatly and prices are very much lower 
than in 1929. In Greece, the apparent increase in 
the quantity of central bank money in 1932 and 
1933 is misleading; it will be shown in the next 
section that it was entirely due to the accumulation 
of blocked deposits at the Bank of Greece by the 
International Financial Commission. 

The withdrawal of foreign short-term funds is 
partly responsible for the contraction in the means 
of payment in Germany and Austria up to 1931-32. 
Diagram IV compares the movements of the note 
circulation and the cost of living in Germany 
since 1929. 
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Diagram IV. 

NoTE CIRCULATION AND CosT OF LIVING 
IN GERMANY. (19l8=t00.) 

A Cu.;t of living. 8 Note circulation. 
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1929 1930 1931 1932 lll33 IQU . 

Apart from the period of intense currency 
hoarding in 1931 - which naturally exercised a 
deflationary pressure rather than the reverse -
the movement of the two curves is similar in both 
direction and amplitude. Since the beginning of 
1933, the rise in the note circulation has been 
accompanied by an increase in the cost of living 
in Germany. 

Even more striking is the similarity in the 
!llovement of t~e note circulation and cost of living 
m Italy shown m Diagram V. A close examination 
of the diagram will show a fairly well-defined 
tendency for the movements in the note circulation 
to lead those in the cost of living by a couple of 
months or more. 

Diagram V. 

NoTE CIRCULATioN AND CosT ov LIVING IN ITALY. 
(tg28=too.) 

A Cost of living. 8 Note circulation. 

In _mos~ Northern European States - the 
Scandina vmn countries, the Baltic State.~ and 

!'inland - there was some increase in the quantity 
of money available in 1933 and 1934· The most 
important exceptions are Lithuania, whose 
currency remained linked to gold and where the 
process of con traction was continuous, and 
Norway, where expansion set in only in 1934· In 
Sweden, note circulation plus sight liabilities of the 
central bank shows a steady increase after the end 
of 1931 ; commercial bank sight deposits rose 
simultaneously and were above their 1929 level 
at the end of 1934. In the United Kingdom, Den
mark, Estonia, Finland, Greece and Portugal, 
both the volume of commercial bank deposits and 
the amount of currency available at the end of 
1934 were also higher than at the end of 1929. 
For a number of other European countries, the 
data are incomplete. 

The contraction in the means of payment during 
the first years of the depression was, in general, 
more severe outside Europe than on that continent. 
In the United States, the contraction was entirely 
confined. to commercial bank deposits, whicl1 fell, 
in the aggregate, by nearly $16 milliard between 
the middle of 1929 and the middle of 1933. A 
substantial part of the fall in bank deposits was 
due to bank failures ; part was due to the 
withdrawal of short-term balances held by 
foreigners, particularly in 1931 and 1932 ; part was 
due to currency hoarding, which exercised not only 
a direct effect in reducing bank deposits, but an 
indirect one by depleting the banks' cash reserves, 
forcing them into indebtedness at the Federal 
Reserve Banks, and hence causing them to sell 
assets and call in loans. 

Table I suggests that, between 1929 and 1932, 
the contraction in the net amount of money 
available was greater in Canada (over 30 per cent) 
than in any other country for which data are 
available_; but if savings deposits, which perform 
the functions of money to a considerable extent in 
Canada, be taken into account, the contraction is 
considerably less. During 1933 and 1934 there 
was some increase in the quantity of money, due 
in part to a rise in sight deposits and in part to an 
expansion of the note circulation. But, even at 
the end of 1934, the total volume of notes in 
effec~ive circulation was considerably less m 
relation to the· 1929 level in Canada than m 
the other British Dominions, as is shown in 
Diagram VI on the opposite page. 

In all cases the figures on which Diagram YI is 
based are net- that is, they exclude notes held 
b_y co~me~cial banks, etc. -· and represent the 
crrculation m the hands of the public. In Australia, 
the. note circulation fell sharply in 1930, but rose 
durmg 1931 and since 1932 has fluctuated around 
the 19.29 level. ~n India, a steady rising tendency 
came mto operation after the abandonment of the· 
gold standard in September 1931 and carried the 
circulation back to the 1929 level by the end of 
1934· The increase in the note circulation of 
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Dlagramn. 

NoTE CJRCULAJION IN Ct::KTAIN CoUl'TKIES. 

{ICJlC)=Ioo.) 

A South Africa. C India. 
B Australia. D Canada. 

- ,.~ 

South Africa is especially marked, and is largely 
to be explained by the return flow of capita! which 
was transferred to London before South Africa 
left the gold standard at the end of 1932 and by 
the rise in the price of gold and other export 
products. In spite of the rise in the net circulation 
of notes in Canada during 1934, the amount 
outstanding was still more than 15 per cent below 
the 1929 level at the end of that year. 

In several South-American countries, the volume 
of monetary circulation, after contracting violently 
in 1930 and 1931, expanded very rapidly in 1932 
and 1933. In Chile, the net amount of currency 
available fell by over 20 per cent between 1929 and 
1931 and doubled in the next two years, while the 
cost of living rose by about 30 per cent. In Bolivia 
and Ecuador, the contraction between 1929 and 
1931 was even greater (35 per cent) and the 
expansion of similar proportions. In Colombia, 
the contraction exceeded 30 per cent and the 
expansion up to the end of 1934 was over 6o per 
cent. It will be shown in subsequent sections that, 
in all these countries, the sequence of events was 
similar: the fall in prices and contraction in business 
activity, which was reflected in the sharp decline 
in the quantity of money between 1929 and 1931, 
led to a decline in tax revenue, and the resulting 
budgetary deficits were largely covered by Govern
ment borrowing at the central bank ; in certain 
cases, as in Chile, public works made additional 
demands on central bank credit. There was a 

rapiu expansion of the note drculation, which 
found its way. in large part, into the hands of the 
commercial banks, whose cash resources and deposit 
liabilities increased acconlin~:Iy. A very 'illlall 
part of the increase in deposits is to be attributed to 
the resumption of active credit operations by the 
commercial banks. 

Reference has been made nbove to the fact tlmt 
" primary " money i.o;.•ued by central banks and 
treasuries has come, in recent ycnrs, to constitute 
an increasing proportion of the total monetary 
supply in many countries. The increase in the 
circulation of coin is fairly general in Europe, being 
particularly marked in l'ortugal, Bulgaria, France 
and Rounmnia. The increase in the relative 
importance of notes and central bank dep<k'its in 
total monetary supply is even more general. It 
is not pos.•ible to measure directly the increase in 
the amount of central bank money heiU by others 
than banks, but its obverse - munelj, the reduced 
proportion which sight deposits with commercial 
banks constitute of the net amount of currency 
available - can be measured from Table I. Tho 
results, for certain typical countries, nre shown 
below : 

1911) 1914 

llt·mnn rk ~lj ~j 

E.~tonia . 4'• 4~ 
France . J.l .H) .. 

Hunf(ary. . S<J Sl> 
Nctht.•rland~ , 41 JS 
Poland . . H 17 
Swt'dt.·n . . 4'' 4•J 
Swih:t.·rlnrul '" ~H a 

l'nit.ul Kingdom . 8J HI 0 

ll.S . .\. . . . . xg 75. 

• 1933· 

Sweden is the only country induded in the alxl\·e 
table in which the relative importance of ~i~;ht 
deposits in aggregate mean~ of payment wa~ 
greater at the most recent date available than in 
1929· . . . 
· The principal reasons for tins contraction Ill most 

other countries have been indicated above 1
• One 

significant aspect of the increased usc ~f" primary" 
money as ordinary currency to winch attentum 
should be directed rests in the fact that, from the 
point of view of the na!ional economy,:· primary " 
or central bank money L~ a more expenstve currency 
than commercial bank money. Against the former 
a fractional gold reserve miL~t generall~ be 
immobilised ; against the latter the fractional 
reserve is in central bank money. 

1 See pages 1,. and xvt. A eompari!!On of the changes in no~ circulation .and the coot of living ;"'RR .. ~ that currency 
hoarding was of greatest importance in Belgium. France, the !Setherlands, Switzerland and the Umt<tl Stain. 
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ln. lA!ntral Bank Assets. 

The preceding section summarised the principal 
variations in the volume of " central bank money " 
- i.e., note circulation and sight liabilities -
outstanding in different parts of the world during 
the period 1929-1934· The present section is 
devoted to a brief summary of the changes in 
central bank assets lying behind these changes in 
their liabilities. Table II below shows the principal 
assets of the central banks of thirty-seven countries 
at the end of each year from 1929 to 1934· The 
table distinguishes broadly between five principal 
groups of assets : (I) the State debt relating to the 
fiduciary note issue ; (2) temporary advances to the 
Government, including discounts of Treasury bills ; 
(3) Government securities and other securities, 
used by certain central banks in their open-market 
operations ; (4) non-Government loans and 
discounts ; and (5) gold and foreign assets. The 
balance-sheets of central banks are drawn up on 
very different lines - which correspond only in 
part to the differences in their functions - and the 
allocation of the various items among the different 
groups mentioned above has necessarily involved 
at many points an exercise of somewhat arbitrary 
judgment. A caution must therefore be uttered 
against pressing comparisons between different 
countries too far on the basis of Table II without 
reference. to the original sources on which it is based. 
The table shows below the ab&Olute figures for 
each country the changes since 1929 in percentages. 

In the preceding section, reference was made to 
the sharp expansion in the note circulation and 
sight liabilities of the central banks of Belgium, 
France, the Netherlands and Switzerland, and it 
was shown in Diagram I that, in the case of France, 
the acquisition of gold by the central bank was 
chiefly responsible. An examination of Table II 
will show that this factor was also of primary 
importance for the other countries mentioned ; 
their gold reserves, which even in 1929 constituted 
an unusually high proportion of aggregate assets, 
rose very sharply in subsequent years. Between 
1929 and 1934. the proportion of cover assets to the 
total assets shown in Table II rose from 58 to 67 
per cent in. Belgium, from 47 to 83 per cent in 
France, from 54 to 79 per cent in the Netherlands, 
and from 49 to go per cent in Switzerland. 

On the other hand, the assets of most of the 
institutions in question, which can be taken as 

representative of central bank credit proper- i.e., 
their bill and security· portfolios and advances to 
the Government and others - fell considerably 
while, as will be seen below, the corresponding 
assets of most other central banks rose. The net 
fall in these assets (column (g)) was around 5 per 
cent. in Belgium, 1q per cent in France and 
even more in Switzerland. This contraction was 
not necessarily due to deliberate policy on the part 
of the central banks, whose rcle indeed has been 
largely passive during the j>ast few years. Unlike 
the Federal Reserve Banks and the Bank of 
England, the E'anque de France does not .engage 
in open-market operations. ·Its statutes. ·place 
certain limitations on it in this respect and the 
Bank has, up to the present, not intervened directly 
in the money market 1• ·The variations in the 
Banque de France's own credit outstanding. 
therefore result almost entirely from changes in· its 
bill portfolio and lombard loans ; the initiative 
in these changes rests largely with the borrower. 
Diagram VII below shows fluctuations in the bill 
portfolio and lombard loans of the Bank since the 
beginning of 1930. . , , 

,u .. u 

Diagram Vll •. 

HILL PoRTFOLIO AND· LoMBARD LoANS 

OF THE BAN QUE' DE: FRANCE; 

A Bill portfoliq. B Lombard loans,. 

~ ,~, .. (5 {I(ICOO(I<) 
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1930 1931 1932 
0 . 

1933 1934 
1 .... 1 

Lombard loans fluCtuate within a very narrow 
nnge and their upward . tendency sine~. the. 
beginning of 1933 is not very important. In 

1 

1 The amounb shown in column (b) of Table II consist of bo11& f!Bgociable~ de 1,. Caissa """'""""'. ~'4morlisse,;.tJI,. 
Under the Convention of June 23rd, 1928, these bonds, to an amount of 5.930 million francs, were banded over to the 
Bank m place of the T~sury bonds discounted by it during the war to enable loans to be made to foreigo Governments. 
Un~er the trrms o~ the Convention mentioned, these bonds may be sold and repurchased by the Banque de France "dans 
un mter!t mon~ue ", but the_ Bank baa not availed itseU o~ ~t privilege. The reductions which took place in 1929 
~nd 1930 were m accordance wtth the detaded plan of amortisation laid down in the Convention mentioned. The rise 
m 1931 wu d_ue to the assumption by the Statr, through the Caisse autonome, of 2,342 million francs loss suffered by 
the Bank on ata foreago asseb reoerves aa a result of the depreciation of •terling ·and the subsequent decline is due to 
regular amortisa tioaa. ' 
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sta"' odvan<a Tot.al to Govt. Non-Govt. Total Total Country ond Debt ttla.-
lnstitut. direct Holdi~ Holctiop ...... clomn.tie End of ting to claim& oa .,. {'..ovt, oC oth« (".old F-.,. 1"1<1 and unit a( CI.U'1'eDCY lind. od, ....... Cftd•ts lun'ip Oa:n•v4tiON'1 . 6duciary 

di5C."'Unts Go- ~uri ties 81CUntws., 
ond (~l+t4J 

,__ _ .. 
DOte-issue t•J+t•J .... ..... .. 

ofTrnsury ctisoouo .. +tiJ+tiJ t•J + (IJ 
bills) 

EUROPE, 
(•J (b) {r) r•J (•) (I) (c) (~} (i) (i) 

Auc;tria 1929 10<) - 10<) - 4 307 420 I '"I Mo 8zq tAJ tO 1914 atrordlrtl' to aew National 1930 101 - 101 - 7 149 2U 214 Ko1 1,01 ~ 
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19.1.1 100 

'~· 
,. 

• •• 19.14 . . 110 14V 10 j.l 

Nr.therlanrls U)21) - - - 23 tR2 207 H7 :uo 6f)7 (0 Fnnollfl\ bUha only : balani"N 
Netherlands IQJO - - - 26 14M 174 ••6 247 •• , .l abn-.1, whld' ... unly 

Bank If)) I - - - 27 '"" 21~ MM7 Hh 071 •hnwn u fiC'I' Mafl"h , .. t. 
(Guldrn) IIJJ2 - IQ •• 20 11M ·~' J,o.n 71 ...... drurfM'd from n mUllnu n. 

1')33 - IR tR 22 177 317 lJ.I2 I I)J_\ 
ln M11n-h tt~.a~ 10 1 mlllluu 

1934 - 17 17 37 174 ••8 M41 I 84.1 
ln Man..•lll N\4• 

19Z9 - - - 100 100 roo IOO too 100 
1932 - (100) (too) Ito ••• 7• ,_,, .II , .. 
19JJ - (9.H loH 1111 97 IO' 20h -· r.tll 
1934 - (1191 (119) 14·' .. 110 ,,'(,¥ -- 116 

Norway I()ZC) - - - 16 tR 1M7 221 147 (lfi II] 
Bank of JQ]O - - - 10 17 Jho '"7 ... , 71 u8 

Norway 11)]1 - - - .. 27 2lQ :zt•lt IH 21 17M 
(Kronr) IQ):I - - - .. 20 211 :Z(I] 1H ]I 173 

1933 - -· - 14 21 a~l'l 2l)_l .... l 6 ••• 
1934 - -· - .s •• 2.H :~K•t I}~ 41 176 

1929 - -- - 100 100 100 100 tno 100 100 

19.1Z - -- - 7.1 Ill 124 IIQ qll 47 •• 
19.13 - - -- RS 117 1.111 Ill 97 9 10 
1934 - - - - II] Ill 1.14 I .II 92 6> IJ 

Poland 1()29 - 30 _,. ~-~ :R 7RI •·w 701 ~.16 1,:127 
Bank of 1')_10 - H R 37 ]M 7,M KM ~6:1 411 975 

Poland IQJI - 32 32 57 •• 7fJ6 914 """ 314 M14 
(Zloty) 1932 - ··~ 

104 57 •• 700 910 50l 117 6,. 
1933 - 138 .13R 37 4'1 7f•7 t,ott 4711 MK 5b4 
1934 - 13R 138 37 43 - 7<H) 940 50J oft lJI 

1929 - 100 100 100 100 100 100 IDO 100 100 

I9.1Z - 347 341 104 17j 90 102 7' 2~ 51 

19.13 - 460 460 10~ 17.1 98 11.1 6.Y '7 46 

1934 - 460 460 ID~ I hi 91 , .. 72 j 4J 

Portugal lf):ZC) 1,7;1 10 1,761 I 6 ... :z,:zoM 200) 412 (121 

Hank of lf)JO 1,.)_11 10 J,:\.41 • 6 ...... 2,11_1 .... 2'\IJ 4t,a 
J»ortul!al 1()_11 t,o:;8 II I,U(M) I (,f) • ).fb , .~xt. • •• ;\I:\ 8o1 

(Escudo) 1932 1,055 - 1,0:\~ :z.!K 14 .143 t,h.fO :\ lf) .,. I ,01 I 

11})3 l,0:\2 - I,0:\2 ••7 ll 3.1:1 l,hll} 770 117 ••7 
1934 I ,O.Jf) - 1,04') . .. . . . .11 /'l . .. qnj . .. ... 
19~9 100 100 100 100 100 100 100 roo '"" 100 

19,13 60 - ~0 2z,tJon :n.1 7S 14 ljB ll_f ,,,, 
19.13 6o - 6o •6.700 200 1.S 75 J66 •N 14] 

19.14 6o - 60 ... ... 7.1 . .. 43• . .. ... 
Roumania 1929 3.797 1,672 5.469 548 150 9.717 15,884 9,1R5 6,792 13.977 (0 F.arludlnl "provlalont lpf• 

National 1930 3,617 - ],617 553 3]1 8,132 U,B} 9.•75 I,H2] U,OfJfl datft dll cMvM "'. 

Bank 1931 3,767 - 3.767 ... ,, 2]1 I 3,758 tK,:Z:'\1 t),f•7~ .12] IJ,•t•IK 

(Leu) 19]2 },726 ..... ~.726 314 2]1 1].549 tq,K:zo 9.327 ~ ... ., JO,oH6 

JC)JJ ],6Kt 2,000 5,6Kt 420 t.H 12.4'J:\ JK,741J f),IJ•»b 270 Jn,J6(t 

19]4 ].6;s (J,Oll "lf,6bK 502 JSIJ f),bH 20,CIO.f to,:zKs U7 rn,412 

1939 100 100 100 roo 100 100 100 too roo 100 

191:1 9R 1:10 ro5 51 1!4 1.19 '"·' IOI II 6.1 

19.1.1 97 130 ro1 11 IO.J 1>9 1111 loll I '•I 
193~ 96 J{>o '71 92 , .. 100 uh 112 # 65 (#j In .. kUdnn: Silwr R,.,.,: 

Spain 1()29 - 2R5 2R~ 344 15 3.594 ... 2.111 •-5"" IOI J,(Jf•7 7°4 
Bank of Jf)JO - 2K7 ••7 344 •• ),6:10 ... :zh9 2,f.f0 M4 2,S24 ,.,., 

Spain 1931 - 528 528 344 tK 4.731) ~.b:zq .... 7 27't 2.726 .,.~ 

(Peseta) 1'}32 -- 47" 470 344 '" 4.3''" ~.:J.lO 2,2 ... '} .. , 3.!44 loot 

1933 - 3H 3;7 344 18 4.:vu ~.117 2,2bl 379 2.S .. O 644 

1934 - 469 469 344 t8 •• o09 .f,C)lO 2,2h7 ••• 2,S49 67K 

r929 - 100 100 100 100 100 100 100 100 100 '"" 
r932 - 165 165 "'" 120 , .. 1.1.1 811 282 95 85 

r9JJ - 125 125 100 130 , .. Ul /IS #76 95 91 

1914 - 145 1h5 100 120 114 llh 811 279 96 96 
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C<oaa..., and End al 

ait. curnaq 

Euaora ,..,.,,). 
Sw.den 1929 

Riksbank 1930 
(Krona) 19]1 

IQJZ 
1933 
1934 
Z9>9 
:193~ 

Z9J3 
I9J4 

Switzedand IQZCJ 
National 1930 

Bank 1911 
(Franc) IQ12 

IQ33 
1934 

I9Z9 
Z9]a 
I9JJ 
I9J4 

Uoit(>d IQ29 
Kingdom IQJO 

Bank of 1931 
England 1932 

(£) 1933 
1934 

• I929 
193• 
Z933 
r934 

Yugoslavia 1929 
National 19]0 

Bank 19]1 
(Dinar) 1932 

IQ3J 

1934 

r9•9 
Z9J• 

Nona 
Z9]J 
I9J4 

AMERICA. 
U.S.A. 1929 

Federal IQJO 
Reserve 19]1 

Banks 1932 
<•l 1933 

1934 

Z9•9 
1932 
I933 

LATr• Z9J4 
AIIEUCA. 

Bolivia 1929 
Central 1930 

Bank 19.11 
(Boliviano) 1932 

1933 
1934 

Z9.19 
1932 
Z933 
Z934 

Brull 1929 
Bank of 1930 

Bruit 1931 
(Kilrds) 1932 

1933 
1934 

Z9•9 
Z9J• 
Z933 
Z934 

Table U.- CHANGES IN PRiNCIPAL AsSETS OF CENTRAL BANKS (continwd). 

TemPQI'. 

State 
~vaQOM Total Non·Govt. Total Total 

~bl ftla-
to Govt. direct Holdlnp 

Holdinp loans, domt5tic G.>ld Fomp rokl and 

tin« to 
InsUtut. daimt on of Go•t. 

of other odvanceo credill foreign 
(Incl. teturities, ......... ._ .. ...... 

&duciary Govemm. 18CUritiel and (&J+fd) 

DO\e-illue 
di!ICOUntt {OJ+ (b) • .... discountl +I•J+IIi r•J+m 

aiTtouury 
bill>) 

(•) (b) (•) (tl) (e) (f) (g) (~) (t) (i) 

245 265 :uo - - - 23 - 379 402 

- - - 4 2 321 327 241 390 631 

- - ~ 4 - ss8 562 206 49 255 . 
- - - 238 - 205 443 2o6 214 420 

- - - 227 - 56 283 370 447 817 

- - - 149 - 44. 193 3~1 554 905 

- - - zoo - zoo zoo zoo zoo zoo 

- - - .1,035 - 54 UO 84 8z az 
- - - 987 - Z5 10 Zji I69 r6o 

- - - 648 - I2 48 I44 209 I77 

- 39 39 s - u6 270 595 353 948 

- 39 39 8 I 142 ' 190 713 438 1,151 

- - - 29 9 125 163 2,347 . 103 2,450 

- 5 s 37 14 8+ 140 2,471 87 :z,sss 
- 74 74 11 17 ISO 252 1,998 17 2,015 

- 10 10 45 7 160 222 1,<)10 7 1,917 

- IOO zoo IOO - IOO zoo IOO IOO IOO 

- I] ZJ 740 (roo) 37 5• 4I5 •s •70 

- Z90 I90 220 (xu) 66 93 3]6 5 213 
- •6 •6 900 (50) 1T &• ]>I • 202 

•••·a - 2H.s 81.7 2~-7 .:z.:z 397·4 146.1 - 146.1 
2-Hol - 24 •• 1 8t.o 35·2 49-0 409·3 148·3 - 148·3 
253·7 - 213-7 95·4 54·8 27-3 431.2 121.3 - I2I.J 

266 .• - :z66.:z 102.4 22.8 18.5 409·9 uo.6 - r:zo.6 
254·2 - 254·2 88.o 15.6 16.8 374·6 191·7 - 191-7 
256.~ - 256.6 87·5 11.7 7.6 363·4 1g:z.8 - 192.8 

TOO - IOO zoo IOO IOO IOO ZOf) - IOO 
Z09 - I09 Uj 19 44 IO] 8] - SJ 
Z04 - Z04 roB 54 40 94 TJZ - IJZ 
ros - I05 Z07 4' z8 9Z IJ2 - IJ2 

•·'53 - ... 1~3 - 6s J,SI8 5,736 lt,046 I 742 1,788 
4,021 - 4,021 - 88 1,637 5.746 lt,o8o I 358 1,438 
1,799 - 1,799 - 108 2,253 .,160 1,758 +•S 2,183 
1,8()() 6oo 2,409 - 8z 2,457 4.948 1,761 209 1,970 
1,716 6oo 2,]16 - 78 2,102 4.496 1.795 166 1,961 
1,6~7 6oo 2,:Z87 - 135 1,764 4,186 1,785 225 2,010 . 

TOO - roo - IOO . IOO IOO IOO IOO roo 
44 (roo) 58 - u6 r6> 86 r68 28 IIO 
4T (roo) s6 - T>O I]8 78 T7Z 22 TIO 
4r (zoo) 55 - 208 Il6 73 T7I 30 II2 

- - - 511 12 r,ozs l,j48 2,857 - 2,857 
- - - 729 7 615 I,J~I 2,941 - 2,941 - - - 817 s 977 1,799 , 2,989 - 2,989 - - - t,Bss 5 268 2,128 ],223 - 3,223 - - - 2,437 I 231 :z,66g ],524 - 3,524 - - - 2,430 - 27 2,457 ~,124 - 5,124 

- - - zoo IOO zoo zoo zoo - roo 
- - - ]63 4• •6 IJ7 ZZ] - ZIJ 
- - - 411 8 2] zp Z23 - Z2J 
- - - 476 - 3 r59 Z79 - Z79 

- 4·4 4·4 3·8 0.6 17.2 26.0 9·2 +6·+ ~s.6 
- 3-3 3·3 5·1 2.1 17.8 28.3 2.8 36·3 39·1 - 2 .• ••• 6.5 •. 6 18.3 31.6 16.a 10.5 26.7 - 12-7 12.7 57-1 •. a '7·9 92·5 27.0 2.5 29·5 - 3·9 3·9 "5·4 , .. 15.0 139·S 7-9 6.7 14.6 ... ... ... ... ... ... ... ... ... ... 
- roo IOO zoo TOO zoo , IOO .roo zoo zoo 
- •89 •89 1,503 Boo ZOf 356 •93 5 53 - 89 89 J,OJ7 867 87 517 86 Z4 •6 ... ... ... ... ... .. . ... ... ... ... 

500 - 500 57 - 1,322 1,879 407 228 6]5 - - - 5• - 1,638 1,6go - 298 298 - - - 42 - 2,021 a,o63 - 205 205 - - - 33 - 2,904 2,931 - 702 702 - - - 28 - ],OIZ ],040 - 938 938 - 300 300 •5 - 2,950 3,27.5 97 6g2 789 
zoo - zoo zoo - zoo roo zoo zoo roo - - - jl - ••o zs6 - JOB ZZI - - - 49 - .. , z6a - fiZ Z48 - - 6o " - ••J Z7f . ., JOf Z24 

Oasau.&ftOifS 

• 

If) · Including, olnoe 'l9]11 
'' effetl de Ia Caiue de pr6tl'" 

5 
s8 

6 

(4} - Govt. NCuritla Ill 

In 
Bankins Department. 

( •J - 11 Other securities'' 
both Departments. 

r•J - Including oma11 amouu t 

"' 
and 

of silver coin in Banki 
Department. 

If) - All 
advances. 

discounts 

1 Gold at new parity. 
• Foreip assets at cunon 
rate, excludiq 11 blocked •• 

t 

amounts : 68o lD. 1929, 300 
ln 1930· 

r•J Including rold held t., 
the Treasury ffX account of 
the F.R.B.s_, 

Figure for 1934 according to 
new parity. According to old 
parity it would bave been: 

J,026 

zo6 

t•J Since 19]1, In paper 
bolivianos. 

r•J Gold in 1934, apnoood Ia 
paper milloia. 



Table ll.- CHASGES IS PRISCIP.\L .-\SSETS OF (ESTR.\L BASKS (c011/ittutJ} XXV .. 
T....,..,.. 

State ad.va1tnS 
Total Noo·Govt. to Govt. Holdincs Total Total 

Country and Debt-- lmtitu\. -· Holdirap 
ol oth« ....... ~tit' 

""" and End oi tin« to cl ..... oe of Govt. advance Gold Forrirn 
unit of currmcy (iocl. l«uritlft, '"'""' ....... OauavAnon fiduciary Govemm. ~unbee and - ...... 

disoounts etc. (tJ+ttlJ -h . note-issoe 
ofTrNSuty t•J+t•J dUa>uniS +t•J+fli tAl+ til 

bills) 

l.ATJM AMER. (a) 
(cOIII.). 

(b) (<) (oJ (t) (I) (t) (l) (oj (iJ 

Chi I~ 1929 - - - 2~ - Q] u8 6] JR~ uR (AJ lndudl11,1 IOid Nrmartnod 
Central Bank JQjO - - - 2~ - liZ 137 6• .,.., ]41 a~ llhown undw fl...,..,cn 

(Peso) IQ'\1 - 184 184 8 - 1,0 32l 100 Q, 

··~ 
.,...b Ia Uw be•••M'O .a...t. 

1932 - ]II ]II ]ZO - UQ 7hQ 84 
. 

)'Q 

·~· 1933 - 672 672 - - uo jiU Q~ 72 167 
1934 - 704 704 - - 59 7bJ 140 2 l42 
.1929 - - - zoo - zoo zoo zoo 100 IDO 
.1932 - (zoo) (zoo) Z,316 - Z]9 6J• 113 18 .14 
1933 - (u6) (u6) - - U9 671 lJI 19 .17 
Z9J4 - (u6) (u6) - - b) •n Ul I ,11 

Colombia 1929 - 1., 1., 0-4 - tft.t 20.0 11-4 15-4 37-8 1 tn .. tndlnc t.~r~~ns ta mtaln 
Bank of IQJO - 4·0 4-0 - - 1]-~ 17-S 17-' 9-9 27-4 offtrial htllhN and .. 
the R•public 1931 - 7-4 7-4 2.2 - :zo.a 2Q.8 9-1 4-7 q.B Admlnlstnltv• l'omwU oi 

(Peso) 1932 - IQ.4 19-4 4-3 4-0 'Q.J 3•-9 12.] 4-9 ,, .. NaUonal K•Uwavs, • lnrhldllll: .. lln'nlhi'ID .. 1933 - :z6.o :z6.o 9-4 u.o ' 1·1 
,._, ···3 2-~ lh.l 

••kl" : •·' nlilhun, 1934 - 21!1.0 ad.o IJ.Z u.o 1 IO.J 63-1 I 14.2 1-9 lb. I 

'9'9 - 100 zoo zoo - 100 IOO 100 zoo '"" 1932 - 1,293 z.~93 1,07$ (roo) _,, ZXJ JJ ·'' "" Z933 - •.7.13 1,733 1,350 (JOO) 39 17.1 64 16 44 
Z934 - 1,867 1,867 3,300 (300) $7 JIB 63 ,. 4) 

Ecuador 1929 - 10 10 - - ' IS 6 29 l, 
Central 1930 - 9 9 - - ' 14 6 2.1 ••• Bank 1931 - 8 8 - - 6 14 6 10 10 

(Sue"') 1932 - 20 20 - - 9 2Q 14 3 • 1933 - 33 33 - - 17 so 14 4 18 
1934 - 36 j6 - - lj ~I 16 IO an 
'9'9 - zoo zoo - - zoo zoo roo zoo roo 
1932 - ••• aoo - - zso 19.1 2.1.1 10 49 
Z933 - 330 3)0 - - 340 333 2.11 Z4 .II 
1934 - 360 ]60 - - ]00 .140 •67 34 74 

Peru . 1929 - - - - - ]l Jl " 9 86 
Central 1930 - - - - - 2] lJ 6] 7 7D \ 

Bank 1931 - - - - - 13 I] 43 17 bo 
(Sol) 1932 - 9 9 - - 12 21 40 - 40 

1933 - 27 27 - - .. 49 42 s ., 
1934 - 34 34 -· - •8 62 39 4 4.1 

'9'9 - - - - - zoo 100 '"" 100 "'" 1932 - (100) (roo) - - ]8 66 J• - 47 
Z933 - (JOO) (JOO) - - 69 ,,_, .H 1.1 _,. 
1914 - (378) (3781 - - 88 194 ,, 44 ,. 

Uruguay 1()29 - 8 8 I I 100 no 66 • (.II 

Bank of thf' JqJO - 9 9 8 2 102 121 6o - ~~· 
Rf'public II)JI - 12 12 7 I 91 Ill ~I - ,, 
(P<so) 1932 - 21 21 6 2 H6 II~ 47 3 ~0 

IQJ). - 24 24 6 I 74 JO' 49 4 51 
1934 - ... . .. ... ... ... ... ... ... ... 
Z919 - zoo zoo zoo 100 zoo /00 100 100 100 
.19]2 - a63 •63 6oo ••o 86 IO.f 71 IJO 74 
1933 - ]00 300 6oo zoo 74 9J • 74 •oo 71 
1934 - ... ... ... ... ... ... ... . . . ... 

Asu .• 
261 (IJ In,,, and rc,,r,lnrh•dlnc Japan IQ29 .. - •• 202 - 747 971 1,012 1,3]] 

Bank of 1930 •• 3 2~ 176 - 8u 1,~2 826 2]0 I,0:\6 Umlf'ld tiYte. Trt•••11ry 
t..rtlftr•t.fe: ao aM I mUUun 

japan 1931 22 3 2~ 252 - 1,027 1,304 470 110 jllo 
r.pKUwly. 

(Yeo) 1932 22 ., 47 ~65 - 830 1,442 4Z5 IJO '~' Ill 1')14 : lnrhadJnc lnr..t«n 
1933 22 3 25 68a - 919 l,b26 425 SJ 478 ~ Al'CfJWtt aul Nuwn 
1934 22 46 M 647 - 1,0~6 1,771 41.6 ... ... .....,.wlv. 

19Z9 zoo - zoo 100 - zoo 100 100 zoo 100 
19].1 zoo (zoo) 2l4 .so - Ill Z49 40 JO 41 
Z933 zoo (zz) 114 ].18 - ZZ3 167 40 ao ]6 

1934 zoo (184) ]09 3•0 - Z41 ,a. 43 ... ... 
AFRICA. 

o.6 7-~ 6.6 14.1 Union of 1929 - - - 1.8 
,_, 

4·' 
South Africa 1930 - - - 0.2 1.6 1-1 2-9 6.7 , .. IJ-9 

Rest'rve 1931 - 1-~ 1-~ o.8 1.2 3-6 7-1 1.1 - H.l 

Bank 1932 - 3-S 3-~ 0.2 1.9 ·-~ 7-1 7-Z - 7-2 

(£) 1933 - ·-· 2-4 - 1.7 0-3 4-4 ., .. J8.q lf•.O 

1934 - - - - 1-7 O.J 1.8 2:1.) JO.) 3>-8 

19'9 - - - zoo zoo zoo zoo roo zoo zoo 
193.1 - (zoo) (zoo) Zl 317 81 173 q6 - jZ 

1933 - (69) (69) - 183 z/1 ZO? ••• 166 •u 
Z934 - - - - •83 6 44 197 ''9 •JJ 



XX \"I Talole U.- CHANGES IN PIUNCIPAL AssETS. OF CENTRAL ;BANKS (conclwlcd). 

--Tm~por. 
Total State 

advanrea Total Holdinp N'on~Go"'· Total 
gold and to Govt. clnmeoti<: o.bt rela· di~t Holdlnp of other loon •• Gold Forrign -... O•sEaYATIOws Coontry and 

F.nd "' hn110 
lnstitut. ('laim. on of Govt. tecuritiet, odvanca Cftdits ........ .... .. ...... ... it of CUI"'"f'ney (incl. .-:uri tie• and (&)+{~) 6dul'iary Govemm, etc. dbeountl diloounbl +I•J + (/J flO+ til note-ilwe ofT,...ury f•J+ ,,, ..... , 

--
(a) (b) (c) (d) (e) (/) (f) (II.) (i) (i) 

0cE:ASIA. •6.• AtKtralia 1929 - - - zs.7 7·7 18.6 sz.o •8.• 7·9 
l~ommon· ll).lO - - - •3·3 6.3 20.9 ,50.~ 15·4 4·3 '9·7 

23.8 M>alth IC).ll - - - 61.9 10.,5 19.2 ql.6 10.5 13·1 
Hank IQ.lZ - - - 57-6 10.9 22.2 90·7 8.5 18.0 z6.s 

(£) Jf)Jl - - - sR.7 9·5 
IC)j .. - - - 59·9 9·5 

1939 - - - zoo zoo 
19)3 - - - "4 Z4• 
Z9J3 - - - us :u.J 
Z9J4 - - - •3.1 123 

February 1935, however, following the alteration 
in the Government's fiscal policy to which reference 
was made above, the Banque de France reduced 
its rate for Treasury bills left " en pension " from 
4l to 2! per cent : its ordinary lombard rate 

·remained" at 4l per cent. The fluctuations in the 
Bank's bill portfolio are more considerable. The 
peaks generally mark the crises in French banking 1; 

the demand for ifnds incidental to these difficulties 
led to a rapili·mcrease in the rediscount activity of 
the central bank, but · these rediscounts were 
promptly liquidated when the crisis had passed. 

Temporary advances to the Government, as 
shown for Switzerland in Table II, consist of (1) 
fliscounts of the short-term paper (rescript ions) of 
the Federal Railways and cantons and (2) discounts 
of the notes of the Caisse des Prcts, established in 
1932 to make loans to banks in temporary 
difficulties. In this country, even more than in 
France, Belgium and the Netherlands, the varia
tions in central bank credit proper have been of 
slight importance as compared with variations in 
the gold reserve in determining the fluctuations in 
the note circulation and sight liabilities of the 
central bank. The movement of the gold reserves 
of the Swiss National Bank are compared with the 
movements in its note circulation and sight 
liabilities in Diagram VIII opposite. 

Within twelve months of the outbreak of the 
European financial crisis in the spring of 1931, gold 
reserves had risen by 2 ,ooo million francs, or 
fivefold •. Since the end of 1932, the variations 
in the bank's gold reserves, which are chiefly due 
to capital movements, have affected principally 
hankers' deposits ; the note circulation has been 
fairly constant with a slight downward tendency. 

18.3 
22.8 

zoo 
Zl9 
98 

f23 

86.5 0.5 34·7 3S·• 
gz.z 0.5 39·• 39·7 

zoo JOO zoo zoo 
Z74 47 228 zoz 
.166 3 4.19 Z.14 
Z77 3 496 zs• 

Diagram VIII. 

GoLD RESERVES AND SIGHT LIABILITIES 

OF THE SWISS NATIONAL BANK. 

A Gold. C Note circulation. 
I Total sight liabilities. · D Other sight liabilities. 

' • ..,.,.~ IWOoNII/ IU'IC~I~QUQ•} 

L-/3 , 
~ 

'""' ' £ fV ' / 1\ ~ -j '""" ' \:/ ~ I 
-j-- - I·"" ' -

~ ........ _.. 

~--
'-J - V\ I ,()0( 

..... 

If """' 1-c 
/' \ I~ ./' ' 

J """' 
5:00 

D ..... 
' 0 .• 1930 1931 1932 '1933 1934 

u•&oe• 

In France, Belgium, the Netherlands and 
Switzerland, the total volume of central bank 
money outstanding - note circulation and sight 
liabilities - did not rise in the same degree as the 
banks' gold reserves. In Germany, on the other 
hand, the loss of gold- which was greater both 
in relative and absolute amount than the loss 
suffered by any other European country -· was 
partly offset during 1933 and_ 1934 by an expansion 

1 
For example, the failure of the Banqne Adam and runs on provincial banks at the end of 1930 ; the difficulties of the 

Ilanc1ue nationale de CrMit and certain other banks lat.. in 1931 ; the failure of the Societe centrale des Banques de Pro
vioce early in 19.13 ; and the outflow of capital and political difficulties in February 1934. 

1 
!'art of thiJO incTea"" l't'presenbl the conversion of foreign assets: the net addition to the hank's monetary l't'serves 

amountfod to about 1 .~oo million francs and resulted in an increa~ by I,CXlO millions in hankt"rs' deposit~ with the central 
bank and a ri!W of soo millions in tht- noU circulation. The latter increase rrprcscnts hoards, as the volta me of tTansactiona 
feU ve1y slt.uply. 
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in the I<eichsbank's other assets. This is shown 
in Diagram IX. 

Dia!rram IX. 
PRINCIPAL .AsSElS OF REICHSB.,NK. 

A Gold. I Securities. , C Bills. .. 
~~ ..,..., 

p, .~ I \ I , 

.: \ A I 
A ,. ~~ fl .... ' r' r VI, : -t-_Jr~J 

VV~I { 
lu 

XXX "k-+'~ 

\J \. 

I • -~ IOOC 

I )wt: • J -- ·-· 0 ..... ! •• (,, " •:'-"-" 0 
1930 1931 1932 1933 1934 , .. , ... 

By the middle of 1934. the gold drain, which was 
particularly acute during the credit crisis of 1931, 
had reduced the Reichsbank's gold reserves to less 
than RM. 100 million. The very sharp expansion 
in the bill portfolio which characterised the period 
of fmancial panic had been largely liqui<la ted by 
the first months of 1933, but a fresh expansion then 
set in which was only temporarily interrupted in 
the winter of that year and was sharp and 
continuous from February to the end of 1934. At 
"that date, the portfolio was only slightly below its 
peak level of December 1931. It would seem that 
the whole of the increase in he Reichsbank's bill 
portfolio consists of Arbeitsbeschaf/ungswech.~el and 
other paper issued in connection with the various 
public works projects ; the savings banks' 
borrowings at the Reichsbank fell during this 
period. By a Law of October 27th, 1933. the 
Reichsbank was granted permission to engage in 
open-market operations and to include certain 
specified types of securities, in addition to three
name bills, in. its legal cover reserve, and during 
the next year it bought securities - mostly, it 
would appear, Ste11erg11tscheine or Advance Tax 
Certificates - to the amount of R:\1. 350 million. 
The rise in the note circulation and in the cost of 
living incidental to this expansion of central bank 

credit has bet-n commented upon in connection 
with Diagram IV above. 

Apart from Germany, the loss of ro\·er resen·es 
was most severe - 50 to llo per cent - in Austria, 
Denmark, Hungary, Greece, Italy and Poland. In 
the last two countries mentioned, the loss proceeded 
al~ost. without interruption from 1930 to 1933-34. 
while m th~ others the institution of exchange 
control (and m the case of Greece the abandonment 
of the gold stan<Lud) stayed the outflow in 1931 or 
193:1. _In Austria, the loss of gold and fort•if:(n 
~~;o;se~s m 1931 was accompanied by a very sharp 
nse m the btll portfolio of the National Bunk <lue 
chiefly to the rediscount of Creditanstalt bllls l, 

The part of the increase in the note circulation of 
the National Bank (resulting from these rediscounts) 
which did not flow back to it for the purdtase of 
Deviseft went chiefly into hoanl~. but tlu•re was at 
the same time a " flif:(ht into good~ " on a minor 
scale. With the gr.ulual relaxation of exrhan~:e 
control and the financing of forei~:n trade thrnu~:h 
private clearings rather thnn throu~:h the National 
Bank in 1932·33, the gold reserves of the Ia ttl'r 
increased. In April 11)34· the National Bank 
revalued its gold and forcif:(n rurrcnry asst'b on the 
basis of the private clearing atcs of fort•i~:n 
currencies ; after the revaluation of certain 
liabilities, the resulting net prnlit w;L' usee! by the 
bank in connection with the rcorganisatinn of the 
commercial bunks, whose sif::hl <h•pnsits with it 
rose consirlerably in 11)34· 

Bln<'ked arwnnts W<'re of imJx•rlanr<' in Gr<'<'<'l' 
after 11)32. Between the end of l<Jll) and thl' t'llll 
of 1932, the Bank of Greece lost 50 per cent of its 
cover reserves ; its note circulntion and Kight 
liabilities, though falling sharply from 11)29 to 
1931, did not fall in proportion to the contraction 
in cover. In 1930, the Bank of Greece offset part 
of the gold losses by buying 243 million drachm;e of 
bond~. and in the following ye;tr it increased its 
loans to banks and merchants. After the 
abandonment of the gold standard on April 2Jr<l, 
1932, the transfer into foreign currencies of the 
drachmre relea.~ to the International Financial 
Commission (acting on behalf of foreign bomlholders) 
was temporarily suspended. The International 
Financial Commission left its drachm:e on deposit 
at the Bank of Greece. This, of course, tended to 
cause an equivalent contraction in the monetary 
circulation which the Government 110ught to offset 
by borrowing equivalent sums at the central bank. 
This accounts for the rise in column (b) of Table II 
in both 1932 and 1933, and for its fall, wilh the 
resumption of transfer, in 1934. During 1933. thl're 

• In 19p, the Federal Government took over lrom the National Rank 571 million Schillinl(• ol CrNiitan•talt hill• 
which it had guarank'ed and gave the bank it." own hond, thus rai~inf( ih debt to the lrdnk to (,f•J millionA. In JC.1.1.1, 
the bank's discounts lellsbarply; a large part ol the yickl ol the Forrign l.oan ol that yror wa• u ... l to '"I"'Y Statr and 
railway liabilities to the- bank.• conditional upon their MmnltaMGusly reducing thrir imJ("htt-clrwu to the National Bank. 
The ~uction in the latter's bill portfolio wa!i even grnkr than shown in Tahleo 11. a,. durinK 19.H it took OVM' lOS million 
SchiUin~s of bill~ previously rcdi.'iCount('d at the Hank for lnt('TO."ltional S..ttll"menb which Wl"re not indudrd in th«" 
bill portlolio at th~ end ol 19Jl· 



XXVIII INTRODUCTION 

was a remarkable inflow of Devism which greatly 
enhanced the liquidity of the commercial banks. 

In Italy, the contractionist effects of gold exports 
were not offset by rediscounts or open-market 
operations and, as shown in the previous section, 
the quantity of central money available declined 
steadily. 

The open-market purchases of securities effected 
by the Bank of England in 1932 are obscured in 
Table ll 1• The form in which the Bank of England 
statements are published renders them extremely 
difficult of interpretation even in normal times, 
and since 1932 these difficulties have been greatly 
increased on account of the connection between 
the Bank and the Exchange Equalisation Account. 

Table II exaggerates the extent of the Swedish 
Riksbank's open-market operations, as a large part 
of the rise in 1932 and decline in 1934 is connected 
with the substitution of a Government guarantee 
for bills of the Skandinaviska Kreditaktiebolaget 
discounted by the Riksbank in 1932, and the 
repayment of part of ·these bills in 1934. It is, 
however, known that the central bank, in its efforts 
to reduce interest rates, bought certain, though 
limited, amounts of Government securities in the 
open market, aod these purchases reinforced the 
effect of the inflow of Devism which took place in 
1933 and 1934 in producing a condition of extreme 
liquidity in the money market. 

After the abandonment of the gold standard by 
Denmark, the pressure on the ·part of certain 
agricultural interests for depreciation of the 
currency led to a speculative demand for .foreign 
currencies and - in spite of the maintenance of 
the exchange control - to a depletion of the 
National Bank's stock of foreign assets. In 1932, 
the central bank more than offset the contractionist 
effects of this outflow of capital by buying securities 
in the open market ; the immediate result- as in 
the case of Sweden -was a reduction in rediscount 
indebtedness of the commercial banks and an 
increase in their .cash reserves, rather than a rise 
in the note circulation. In 1933, however, a sharp 
rise took place in the note circulation. Considerable 
advances were made to the State or under State 
guarantee in this year. · In 1934. these were. 
liquidated in part, the bill portfolio of the central 
bank was reduced, and the note circulation tended 
to decline. 

In Finland, Estonia and Portugal, where the 
note circulation and/or sight liabilities of the 
central banks have risen in recent years, the increase 

was chiefly due to an inflow of gold and Deoisen. 
In addition to the four countries mentioned at the 

beginning of this section, the United States also 
experienced a very considerable increase in gold 
reserves after 1929- The most remarkable feature 
in the recent monetary history of the United States 
is, however, not the additions to its gold stocks 
- great though those additions were - but the 
increase in Federal Reserve .credit proper brought 
about by the conduct of open-market operations on 
a hitherto-unparalleled scale. Purchases of Govern
ment securities on the open market between 1929 
and 1934 raised the Reserve banks' holdings from 
Ssu million, or 12 per cent of their '.total assets, 
to $2,431 million, or 33 per cent. As shown in 
Diagram X below, the enormous . expansion in 
Federal Reserve credit originating through these 
purchases was partly offset through a reduction in 
member bank borrowing at the Reserve banks. . 

Diagram X. 
FEDERAL RESERVE CREDI"I 

A Total Federal Reserve credit. 
OUTSTANDING. 

C Bills discounted. 
D Bills bought. B Government securities. 
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At the end of 1934, member bank rediscounts 
at the Federal Reserve banks had been reduced 
to quite. negligible amounts. The assets of the 
Reserve ba~ consisted almost entirely of Govern
ment secuntles and gold certificates •. The member 

1 
The apparent high level of security holdings at the end of 1931 wasalm~s;en~relydue to the fac~ tha~ t~ Treasury 

was wmporanly out of funds during the last week of the year and had to borrow about £30 million from the bank on 
wa)'ll-and-means ad\'ances (which are included in Government aecurities) ; this advance was entirely repaid in the first 
week_of 19Jl. In 193•. o.n the other hand, the bank- contrary to the impression given in Table 11 _bought Government 
oecuntles, the_ total held m the banking department rising from an average of £35.• million in February. to an avera"'e of 
over £70 million m July. · o 

held •b T~:'e o'::.ration of the Gold Rrserve Act of 1934. the United States Treasury took possession of the gold 
.Y . e nks and,gave them gold certificates mstead. The increase since February 1 re resents real 

accthereTtaono to .Untltedf Sktaws gold resel'fts (valued at •35 per ouace) and not the writing-up of th:~~d g~d stock as 
reasury abe too the profit on this operation. ' 
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banks, moreover, held very large quantities of 
Go~ernment securities (nearly S1o,ooo million) on 
wh1ch they were able to borrow at the Reserve 
banks. By virtue of the Glass-Steagall Act of 
1932, these securities are eligible as cover for 
Federal Reserve notes. It is therefore clear that 
an extremely large expansion in the note circulation 
was technically possible. 

In the preceding section, reference has been made 
to the fact that note circulation in Australia -like 
the volume of sight deposits in commercial banks -
reached its lowest point in 1930 and showed a 
·considerable expansion in 1931. Table II shows 
that this expansion is mainly to be attributed to 
the discounting of Treasury bills, to the extent of 
£28 million, by the Commonwealth Bank in the 
cour~e of that year. This credit expansion was 
one 1tem of a general economic programme which 
included the reduction of costs, and the increase 
of Government revenue and reduction of 
expenditure. Since 1931, the rise in the assets of 
the Commonwealth Bank has been mainly due to 
its acquisition of gold and sterling reserves. 

The cover reserves of the Bank of Japan fell by 
5o per cent between 1929 and 1932. The loss of 
gold was partly counteracted by open-market 
purchases of Government securities by the central 
bank and by a rise in its loan and discount portfolio, 
and from 1931 to 1933 there was a moderate but 
fairly continuous rise in the note circulation. In 
1934, the Bank sought to ofiset the efiects of 
Government borrowing to finance the current 
budgetary deficit by selling securities to the 
market, and the note circulation fell sharply. 

As a group, the central banks of South America 
lost a higher proportion of their gold and foreign 
cover assets during the first years of the depression 
than any others ; and, as shown in the previous 
section, the contraction in the quantity of money 
was particularly violent in most of these countries. 
In Bolivia, Colombia, Chile and Ecuador, the loss 
of cover reserves has been ofiset since 1931 or 1932 
by temporary and long-term advances to the 
Government 1, and - as shown above - the note 
circulation has increased sharply. The central 
banking functions of the Banco do Brasil - a 
mixed central and commercial bank almost entirely 
owned by the Federal Government- have become 
progressively less important in recent years, but no 
other central bank has so far been established. 
The entire gold stock of the Banco do Brasil was 
exported in 1930, and the Bank ceased to report a 
gold reserve until August 19.34-

From 19~9 to 193J, the Re-~en·e Bank of Peru 
contracted credit pari passu with the reduction in 
its cover reserves ; but, after the suspension of 
convertibility in April 193:1 and the outbreak of 
hostilities with Colombia in July, the Bank made 
important advances to the Government by dis
counting Treasury bills. 

Table II gives no figures for the Banco de lllexico, 
as the frequent changtlS in the method of balance
sheet presentation of that institution rendt•r it 
impossible to give comparable series over the whole 
period covered. After the enactment of the 
Currency Law of July 1931, the note circulatio11 
and other sight liabilities of the Banco de Mexko 
rose very rapidly. This expansion was partly 
based upon the acquisition of gold from internal 
hoards and from abroad, but chiefly upon 
rediscounts effected for the ordinary banks and the 
purchase of Government securities i..;sued to cover 
various expenditures undertaken in connection 
with the Sbt-Year Plan. 

The main trends indicated in the fore~;oing 
exposition can be briefly summarised. In a small 
group of countries - France, Belgium, the 
Netherlands and Switzerland - the cover reserves 
of the central banks underwent a remarkable 
increase after 1929, but the effect of the absorption 
of gold on the effective monetary circulation of 
these countries was mitigated by currency hoardin,.;, 
an increase in the cash ratios of commercial banks 
and the contraction of central bank asseb other 
than gold. In certain Latin-American countries, 
the deflationary efiects of the loss of cover reserves 
were off~et after 1931 by direct or indirect Govern
ment borrowing at the central bank. The same 
applies to Australia in 1931 and to Germany after 
1932. In most other countries Government 
borrowing at the central bank was of little lasting 
importance in the period under review. 

In 1933 and 1934. the cover reserves of several of 
the countries of the sterling bloc - in particular, 
South Africa, Sweden and Finland - increased 
considerably as a result of the inflow of gold and 
Devisen; the resulting expansion of central bank 
money was generally used chiefly to enhance the 
liquidity of the commercial banks. 

In certain countries- such as the United States, 
the United Kingdom and Denmark - the central 
banks at one time or another during the past few 
years enlarged the cash basis of credit and added 
directly to the volume of circulating media by 
buying Government securities in the open 
market. 

1 In the case of the Banco Central de Chile, for example. claims on the Government accounted for over 7S JlP1" cent 
of total assets in September 1934 as compared with • per cent in 19l9, an~ non-Government loans and advan_c':' fell not 
only relatively but absolutely. The gRilter part of this borrowing;- wh1ch was u .. d to cover b~dg<tary debc1ta and to 
finance public works_ took place in 1931 and 1932; in 1933, the expamnon was much le!4!l and, tn '?.l4. the m~reaw an 
advances to the Government was more than compensated by a reduction in otbrr CMltTal bank c!er:ht outtt~ndm.R". In 
Bolivia and Colombia. a large part of the Govemmmt borrowing at the cmtral banks took place 10 connect1on w1th ttM, 
disputes with Paraguay and Peru. respectively. In the case of Ecuador. the purpose of the borrowmg waa pnnc1pally to 
finance public works and agricultural relief measures. 
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IV. DcltUMits. 

l;igures for commercial bank deposits are given 
in Table I above, where their annual percentage 
movement is also shown ; and the percentage 
distribution of deposits between current accounts 
and other (chiefly time and savings) deposits is 
shown in Table III below. The statistics of deposits 
are more comprehensive for some countries than for 
others, and their relative importance in the currency 

' 
composition varies within a wide range ; 
international comparisons must therefore be made 
with caution. For a detailed statement of the 
factors influencing the movement of commercial 
bank deposits in each country during the period 
I921)-I9J2, reference should be made to the intro
duction tg the last edition of this volume 1 and to 
the individual chapters. 

To&ble Ill. - CoMPOSITION OF COMMERCIAL BANK DEPOSITS, 1929-1934· 

• Current .a:GU~ltl aod licbt thpoaits 
• o ............. u ,...,.. .... of ..... depooils. 

Cou11hy 19'9 19JO 1931 1932 1933 1934 Countly 1929 19]0 1931 19.1' I 1on 1934 

- ---- -- -- ---- -- -- ----
llUROPK : NoRTII AIIHRit'A : 

Austria • 
, .. . 8o.a . h.J Kt.J . 
!b • 19.:1 18.7 , .. ]0·4 27·7 29·5 24-0 :Z,S.I 26.6 . . •7·9 Canada . . , .. 72·5 . 75-3 7H 77-6 '!b • 69.6 7•·3 70·5 76.0 74·9 73·4 

Drlgium .• '!b . 27·5 . 24·7 ••• 6 22-4 u.s.A. •. , .1 ... 56.6 55·•· 34·5 54·7 .511·4 . 
Cucboslovakia . ~: : 52·1 ~0.2 47·7 47·4 48·3 (All banks) !b • 43·4 44•9 45·5 4S·3 40.6 . 

47·9 49.8 S•·J 5z.6 51·7 U.S.A.' • Ia . 56.3 SS·9 54·7 52·9 57·3 

~runark 
Ia. •7·7 29-1 •7·8 .a .• zK.6 •1·1 (National baaks)! b • 43·7 44·' 45-3 47·' 42-7 . . 'tb • 7•·3 70·9 7•·• 71.8 71·4 72·3 LATIN AIU:It.ICA : 

Estuoia • 
, .. 63·3 6].0 74·4 67-4 70-7 74-1 Argentine • '•. 30•9 ]I.J .a •• JI.J 34·6 32·4 . , .. 36·7 37·0 • ,.6 32.6 29·3 •S·9 • ! b • 6g.J 6a.7 71.6 68.7 65-4 67.6 

Finland • 
, .. '9·9 :zo.:z 22.2 22., 03.6 23.6 Bolivia , .. s~.a S4·S 54·9 a •.• 7J.3 . . 

'!b • 8o.J 79·a 77·a 76·4 76·4 
. . . 

'!b • 77-S 42·· 4S·S 45·' .a.g 26.7 . 
Jo'rance ·'·. 9•·7 g:z.:z 93·a 94·• 94·9 Brazil. , .. sa.a 49·8 sa.s 6g.2 6a.s 68.1 
!IJtoposit banks) I b • 7·3 7·a 6 .• 5.a 5·' 

. 
'!b • 30.a 41.2 ,50.2 4'·5 JI.S Jl.g 

Jo'ranre (lnvrst-\a • S7·4 64.0 64·7 70-5 57-8 Chile • , .. 40.2 ]a.a 46.a 62.4 69.2 73-1 
ntrnt banks) . I b . • •• 6 ]6.0 35·3 •9·5 42-2 

. . (b • 59.R 62.2 37·6 J0.8 53·• 26.g 

Fran<lO • • • ·\ Bg.J &9.5 Colombia ill . 6, .• s6.4 SS·' 61.8 66.6 71·• 
(llopooit and In· • · 91·7 92·S 92-1 • 

wstmeot banks)(b • 10.9 10.,5 8.] 7·5 1·9 
'(b 34·a 43·6 44·9 ]& •• 33·4 22.8 

Ecuador Ia . 71-3 67.0 65.3 a •• g ss.• 76.9 
Grnnany • .•• ~· . 37·• 40·7 so.6 46·9 45-0 46·5 

. 'lb • 28.7 33·0 34·7 18.1 '4·9 2J.I 
(All banks) !b • 62-9 S9·3 49·4 53·' ss.o 53·5 , .. ao.4 7S·• 70-2 83·4 78.1 

C.ennany 1 • .( .. • •• a 45·a .a .• 47·3 49·a 
Mexico . 

'(b • 
. 

52·3 19.6 ••• 8 2g.a 16.6 21.9 
(Uig Bulin bank!)! 6 • sa .• 54·• 47·7 s•.B 5•·7 

. 
,50.2 I• . ,51.2 45·0 .s.a 

I• • 32.6 30·9 33 0 35·6 
Peru '(b • 

S•·4 55·3 59·9 
Hungary . 35·0 .a. a ss.o 51·2 47·6 44·7 40.1 . . , .. 67·4 6g.J 67.0 65-0 64·4 I• • 46.1 46.0 
Italy • .Ia '· , •. a 7•·• 73-5 71.1 

Uruguay . • ( b • 
47·• so.J 45·5 

7•·• 52·9 SJ.9 54·0 49·9 54·5 
(All banks) !t • •7·• •7·9 26.5 •7·9 •8·9 ,-\SIA : 

Italy • . ·'•'· •••• 21.2 ••• 6 21.7 21.9 Japan ... ·\ 
tAll baBkol .(6 • 77·• 78.a 77·4 7a·3 78.1 (Clearing-Hou.,. a • 41·4 40.8 ]8.6 1a·9 40-0 39·7 

Latvia Ia • 94·0 93·7 91.6 94·• 94·4 9.f-«) Member banks) ( 6 • s6.6 59·• 61.4 61.1 6o.o 6o.] . . ., .. 6.o 6.3 8.4 ,.a 5·6 S·• 

N~theorlands • , .. 46.8 4a·3 47·• 54·5 55·3 
SoUnl APRICA and 

'!b. 53·• s•-7 s•-9 4S·S 44·7 
0CJ:ANIA : 

Norway. . Ia. 11.7 u.S 11.4 11.2 9·9 12.2 Union of South!• • so.J 43·9 43-6 ••. a 64·3 64·9 
'!6 • a a., 8a •• aa.6 aa.a go. I 87-8 Africa' . .(b • 49·7 s6.• s6.4 ,5,7.2 35·7 35·' 

Poland . Ia • 49·• 4S·9 51·4 49·8 54·6 s•-9 Union of South(• . 49·5 45·6 46·4 r· 61.7 62.2 . • !b • so.& 54·1 48.6 ,50.2 45·4 47·• Africa 1 • . .(b • so., 54·4 53.6 •. a 3a·3 37·8 

Portugal . . ••• 46.1 44-0 , .. sB.s New Zealand •. :: : 39·5 32·9 ]1.1 3•·9 35·3 . 
. !6 • 53·9 56.o 42·9 4'·7 6o.s 67.1 ua.g 67.1 64·7 . 

Spain. ••• 6o.6 6o.7 ,a.o 56.o . Australia • •• Ia • 30·5 30.0 31.1 ]2.1 33·8 . . . 'lb • 39·4 39·3 42·0 43·8 'I b • 6o.s 69.1 6"·9 67·9 66 •• . 
Sw.deo • Ia • Ja.g 18.8 17·2 17.6 18.6 19.6 . • !b • 81.1 8t.2 az.8 a •.• 81.4 8o •• • November returns. lncludi111' balances due to Germaa baokL 
Switzerland •• • •7·5 .,., 17-2 17-4 16.6 'Jncludinc balanc. doe to Genou. bank~ • 

• !b '· 7•·5 a •• , 8z.8 ao.6 83·4 
1 lncludifll COI'IapOodeota. 
1 Depolitl only. 

l,;nited Kin~om and 1 lncludin& tbe •• Oblicatiooen" Issued by the banks. 
Irish Free State : • Rnd of jUM ee.cb year, 

England 1: Wales' I 
' Deposits witbia the Union only. 

( Jo lAodoo • • 54-0 53-9 50.6 50.7 
•lncludlnt depolitt with bnacbes outside tbe UnioR. 

53.0 I 53·4 • Ead af J uoe lo&kJwiaa year. Depoti.U. within tbe Dominioa onlr. 
Clrariu& buks)~b • 46.0 46.1 49·4 49·3 47-0 46.6 

I C,,.mnCJal /Janks, l9ZJ·l9JJ, pages II·IJ. 
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In many countries deposits increased in 19JO· but 
with very few exceptions they fell sharply in 1931 
and 1932. The factors which account for the 
inequalities observed in the movement of deposits 
in different parts of the world are not easily 
summarised. In some countries changes in the 
terms of trade consequent upon changes in world 
demand for certain goods, in others currency policy 
have played a predominant part. An examination 
of Table I will show that in the period mentioned 
the decline in deposits was, on the whole, most 
severe in the agricultural countries of Eastern and 
South-Eastern Europe which maintained the gold 
standard or the official rates for their currencies 
- for example, Poland, Roumania and Bulgaria. 
In most non-European countries producing primary 
products, deposits, in terms of national currency, 
reached their lowest levels during 1931 and the 

-decline was arrested soon after the external value 
of the currency unit had been allowed to depreciate. 
The excess of payments abroad resulting from the 
fall in export values in the first years of the 
depression had not only a direct effect in reducing 

· bank deposits ; by causing a depletion of the central · 
banks' gold and foreign assets reserves - as shown 
in the previous section - it tended also to bring 
about an indirect but multiple contraction in 
deposits. 

The direct transfer of funds from one country 
to another is another important factor accounting 
for international differences. The German and 
Austrian banks were particularly affected by 
capital withdrawals, and it will be seen in Table I 
that between the end of 1929 and the end of 1932 
deposits in these countries on balance contracted 
more sharply than those of any other industrialised 
States. On the other hand, total deposits were 
relatively well maintained in the countries into 
which capital flowed - France, Switzerland, 
Belgium and the Netherlands- but in all of these, 
and particularly in Belgium and France, currency 
hoarding acted as an offsetting factor which tended 
to reduce deposits. 

Currency hoarding {accompanied by bank 
failures) was also an important factor in the sharp 
contraction in deposits in the United States in 
1931 and 1932, which far exceeded the simultaneous 
contraction in Canada in spite of the fact that the 
Canadian economy was to a greater degree 
dependent on the prices of foodstuffs and raw 
materials, which fell very markedly in these years. 

Only limited significance ca!l be attached ~o the 
fluctuations in total commercial bank depos1ts on 
account of the wide differences in the character of 
the elements they include. Current accounts 

constitute money - in the .\n~,:lo-Saxun l'OUntril'S 
by far the greater part of the aggregate nu•;ms of 
payment of the community. Sa\·ings and time 
ac~-ounts, on the other hand, are in most countries 
an investment : they can be h•gally converted into 
money after a specified period, but thry do not 
serve immediately as money I, The addition uf 
these two items is apt to be somewhat mi.•leading. 
A shift of deposits from current to time account, 
even though it lea \'CS total commercial bank 
drposits unchanged, tends to have a dirl'Ct 
deflationary effect as it reduces pro lanlo the menns 
of payment of the community. If the commercial 
banks are required (as in the United States ami 
under the new banking law in the Argentinl') to 
hold lower cash reserves against time thun agninst 
demand drposits, a 1\iltuml correl'live is hruught 
into play through the relrase of part ul the nosh 
reserves formerly held against drnmml dt•Jli>Sits ; 
there is some tend~ncy in normal timr~ fur the 
banks to increase their drmand dt'lliiSit liahilitit•s 
on the basis of these tlll<litiunul cash reserves. If 
-as in England- the commercial banks maintain 
a stable cash ratio against total dt•lx"'it liabilities, 
this corrrctive inlluencc due~ not opemte. 
Diagram XI below shows that, from the beginning 
of 1930 to the llt'j;inning of 19Jl, the current 
accounts of the London Clearing Banks fell by 
nearly £200 million, while deposit accounb rose by 
nearly £so million. 

lllll!{l'alll XI, 

V~I"OSJT LIAtULITIEs or IAJNnnN t:u~AttiNc.; BANt\s, 

A Cnrrcnt accounts. 1 Dcpo!lil accounts. 
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1 Reference is here made to the majority of countries wheTe the di5tinction between ~urre~ an~ ll&~i~~"::'::U! 
clcar~ut. The statement in the text t.loes not apply to thme tpt-caal ca•-. - sue a• nat a 
are frequently drawn on savings accounts. 
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During the first years of the depression - in 
most cases from 1929 to 1932 - the relative 
importance of current accounts was reduced and 
that of savings deposits increased in many countries 
besides the United Kingdom, notably in the British 
Dominions, Switzerland and Sweden (in all of 
which current accounts normally account for the 
bulk of aggregate means of payment). The shift 
of deposits from current to time account is perhaps 
more significant in so far as it reflects the reduced 
activity of current accounts than in so far as it 
causes an actual contraction of the latter. An 
unfavourable change in profit anticipations, 
however induced, tends to reduce investment 
and increase the proportion of current income which 
entrepreneurs desire to hold in liquid form. If, for 
example, it is expected that prices will fall, the 
amortisation quotas which would normally have 
been spent in replacing obsolescent capital will be 
saved, partly in monetary form. Whether the 
increase in bank deposits which results from this ' 
factor is held on current or on time account is a 
matter of comparative indifference. In some 
countries, interest is paid by the banks on current 
as well as time accounts and it is more convenient 
to hold "cash" balances in that form. The 
essential fact is that these deposits, for the time 
being, serve more as a store of value than as a 
means of payment ; they are temporarily idle 1• 

Even though no contraction occurs in the visible 
monetary supply, there is a real contraction in the 
effective supply. The fact, therefore, to quote but 
one example, that the ratio of time to total deposits 
rose less in the United States from 1930 to 1932 
than in the countries previously mentioned cannot 
be taken as evidence that the phenomenon of 
building-up of idle cash balances was any less 
marked in that country. 

The attempt on the part of entrepreneurs to 
hoi<\ a higher proportion of their income in the 
form of cash in the early stages of depression 
(which is illustrated in the well-nigh universal 
tendency, shown in Table I, for time deposits a in 
c:ommercial banks ,to rise in 1930) ·had, of course, 

' 

the effect of reducing the flow of money income. 
The consequence of holding in the form of bank 
deposits funds which would ordinarily have been 
spent for wages, ·materials, etc., w~ to contract 
income by more than the amount of 1dle funds, for 
if these had been used as money they would have 
become money for the recipient and available to 
finance other transactions. The net effect on the 
national income of holding deposits idle for a year 
clearly depends upon the number of times in the 
course of a year that money normally·tums·over 
against income ; some indications· of the general 
order of magnitudes involved are given in a later 
section. 

The fall in entrepreneurial incomes was 
particularly marked 1 in most countries in the 
course of the depression and, as business became 
less profitable and the investment outlook more and 
more discouraging, there was a strong inducement 
for business-men to repay their bank advances and 
so reduce the volume of deposits. In many cases, 
of course, this process was accelerated by the banks, 
which were also affected by the general desire for 
liquidity. It would seem that, after a certain · 
stage, the contraction in the quantity of money 
tended, in most countries, to become cumulative 
and self-perpetuating. Every attempt on the part 
of individuals and business concerns to anticipate 
the fall in prices by holding a higher proportion 
of their income in the form of cash balances led to 
a further contraction in the effective monetary 
supply, a further reduction in incomes, a further 
decline in the profitability of business and further 
difficulties in the way of borrowing and lending. 
The magnitude of the contraction tended to make 
all credit risks unsound, and the criterion of choice 
for the calling-in of credits became, in many 
countries, not their essential unsoundness but 
-what is to some extent the opposite criterion -
the ease with which they could be liquidated. 

The fall in demand deposits was particularly 
sharp in both the United Kingdom and the United 
States in 1931, and in the latter country the sharp 
fall continued in 1932. A run on the banks in the 

1 Other factors, such as the desire to liquidate indebtedness, may tend to reduce deposits. This aspect is disco~ 
in more detail io the following section. . · 

, 1 It i! perhaps~ort? msking clear that the phrase "idle deposits" is used in the sense of deposits having zero velocity. 
'No depos1t can be 1dle m the sense ~t 1t bas oo offsetting asset ; a balance-sheet must balance, and to every liability 
there IS a correspoodmg asset. Even If the corresponding asset is cash, this is in tum a liability of the central bank 
against which it holds bills or securities or gold. 

1 rna few countries, such as the Scandinavian and Baltic States. and Austria and Italy, current accounts rose as well. 
The ~epl'eSSioo reached the ~t g~up of States rather late and incomes were, oo the whole, as high in 1930 as in 1929. 
But, m the second group, the nse 10 total deposits would appear to reflect the freezing of credit. The banks made loans 
to, or bought secunties from, customers suffenng losses, and the resulting increase in demand deposits was used neither 
to liquidate old indebtedness nor to produce new goods. 

• The rile in aavings bank deposits which took place in many countries aften930 (see Commercial Banks::t925-I933. 
page IS, and Moltl/oly Bu/lt11n o/ StiUutJCs) was partly due to loss of confidence in commercial banks and partly to the 
higher rates of mterest frequently available m savmgs banks. But in large measure it was also due to a redistribution 
of IDCome away from entrepreneurs and to consumers which was one of the characteristics of the fall in prices. The 
mcome of the SOC:tioo• of the community which fonnthe chief customers of savings banks was relatively sustained through 
unemployment msurance, etc .•. and. the anticipations of further price declines resulted io a postponement of both 
consumption expend1ture and d1rect mvestltlent. Consequently, deposits in savings banks tended to increase absolutely 
and relatively to thole m commercial banks. 
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Diapam XII. 

DEPOSIIS Of MEMBER BANKS OF FEDERAL 

REsERVE SYSTEM. 

A Net demand deposits. 1 Time deposits. 
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United States and the sudden desire of a large 
section of the public to hold their liquid balances 
in the form of notes rather than bank deposits 

involved the banking system in an acute and 
malignant deflation. The necessity for maintaining 
certain minimum legal cash reserve ratios and the 
unwillingness of the banks to remain long in debt 
to the Federal Reserve stimulated a competitive 
struggle by the commercial banks for the available 
non-borrowed cash reserves which took the form 
of the calling-in of loans and the sale of securities 
to an amount several times the original cash drain. 
In the year ending August 193~. the net demand 
deposits of the member banks fell by J.l,ooo million 
and their time deposits by a further $J,500 million. 

The decline in eurrent account deposits first came 
to an end in certain Latin-American ·countries 
- Brazil, Chile, Colombia, Ecuador and Mexico
where the central banks, as shown in the previous 
section, made large advances to the Government. 
In some cases, these advances were due to 
budgetary deficits and in others to a desire to 
increase the cash base of the commercial banks. A 
comparison of Tables I and II will show that 
commercial bank deposits in most of these countries 
rose by little (if at all) more than the expansion of 
central bank credit. It will be observed from 
Table lli that in all these countrit•s there was a 
definite and well-marked tendenc}' fur the propor
tion of deposits held on current account to rise 
during the period of currency inflation. 

The improvement in economic 
Table JV·,- PERCENTAGE :MOVEMENT OF CURRENT AccoUNT conditions in Australia and New 

IX 
1932 --

Ecuador. . . Ill 
Peru . . . . . . Ill 
Chile •• •••• 0 uS 
Union of S•h Africa 87 
Colombia. . 106 
Portugal. 103 
New Zealand. 94 
Brazil. 123 
U.S.A. . . 100 
Lithuania . . 102 
Sweden . 105 
Mexico . . . . 97 
Latvia. 95 
Estonia . . 95 
Greece. . . . . 98 
Australia. . . 101 
Japan ..•••• 96 
United Kingdom . 105 
Denmark . . . . 89 
Canada . . 98 
Poland . 110 
CzecbMlovakia . 104 
Finland . . qo 
Argentine . . 94 
Italy •• . . . 98 
Gennany . • . . 96 
France. . 100 
Hungary . . . . 99 
Yugoslavia. . . 86 
Switzerland . • 100 

DEPOSITS 1932•1934. Zea~and after 193.1 ~~ acco~-
' pamed by a relative Increase In 

(June 1932 = 100.) eurrent (or non-interest-bearing) 
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accounts compared with total de
posits. The same phenomenon may 
be observed in South Africa and 
Sweden in 1933 and 1934 and in 
Estonia after the suspen•iun of the 
gold standard. In Canada, on the 
other hand, the recovery in the 
relative importance of eurrent ac
counts (which had been considerably 
reduced from 1929 to 1932) was not 
very substantial up to the end of 
1934· 

• February. • November, 

During 1933 and 1934. the volume 
of sight account deposits rose in 
most countries. Quarterly percentage 
figures, based on June 1932, are 
shown in Table IV opposite. The 
series on which this table is based 1 

are not in all cases the same as 
those given in Table I, but their 
movements may be taken as repre
sentative. The countries are ranged 
in order of the percentage increase 
in eurrent accounts between the 
middle of 1932 and the third quarter 
of 1934· 

1 For the absolute ftgu..,, see M olfllrl1 Bul/eti11 of Stalisli&l, passim. 
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Current account deposits in the commercial 
banks of certain of the countries included .in 
Table IV reached their lowest point some time 
before the middle of 1932. This is the case, in 
particular, of Ecuador, Chile and Colombia, where 
budgetary inflation began in 1931. But, even as 
measured from the middle of 1932, these countries 
cotne near the head of the list in order of the 
increase in current accounts. In the case of 
Ecuador, current accounts tripled between 1932 and 
1934 ; in Peru and Chile they doubled. It will 
be observed thaJ, in Ecuador and Chile, the increase 
in 1934 was moderate as compared with previous 
years, while, in Peru and Colombia, it was even more 
marked. The Union of South Africa and New 
Zealand also come very high on the list ; in both 
countries the rise began in 1933. After South 
Africa left the gold standard at the end of 1932, 
there was a return flow of capital and improvement 
in export prices and current accounts were nearly 
doubled in the course of 1933. In Australia, the 
increase in current accounts was not so marked in 
that year, but these were higher in each quarter of 
1934 than in the corresponding quarter of 1933 

In 1933, demand deposits of the commercial 
banks of the United States showed little net 
change, but in 1934 they rose more than in any 
other country of major· financial importance. 
In 1933,large amounts of deposits tied up as a result 
of the banking holiday were freed through the 
progressive licensing of banks ; and in 1934 there 
was, as is shown in Diagram XII, a new increase 
of $4,000 million in the net demand deposits of 
member banks. Time deposits abo rose, but much 
more gradually. A large part of this increase 
represents the continued accumulation, by indi
viduals and corporations, of funds accruing to 
them through the various spending activities of 
the Government and through the import of gold from 
abroad. It will be shown in a subsequent section 
that a very large fraction of the deposits paid into 
the commercial banks was used by them to 
increase their cash reserves. 

In the United Kingdom, deposits began to rise 
early in 1932, and at the beginning of 1933 were 
£320 million higher than in February 1932 ; the 
increase was particularly marked for current 
accounts. There was little net movement in 
1933, and the sharp seasonal decline which 
took place in the first quarter of 1934 was 
more than recovered in the remainder of 
the year. At the end of 1934, current accounts 
constituted 53·4 per cent of the total deposits of 
the London Clearing Banks, compared to 50.6 
per cent at the end of 1931 and 54.0 per cent at 
the end of 1929. 

In Japan, the trend of current accounts has been 
upwards since the middle of 1932, and by the end of 

1934 these had risen bynearly~5 percent; the increase 
in time accounts was only shghtlyles& marked. 

In only few countries was the volume of current 
account deposits appreciably lower in the latter 
part of 1934 than at the '!lid~le of 1932.. The 
continued pressure of deflation ts reflected m the 
decline of current accounts in France, Switzerland 
and Italy ; end-of-quarter figures based on June 
1932 = 100 are shown in Diagram XIII below. 

Diagram XIII. 
CuRRENT AccouNT DEPOSITS IN CERTAIN CouNTRIES. 

(June 1932=100.) 
A Italy. 1 France. C Switzerland. 
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The figures for Italy include the correspondent 
accounts of the " Big Three " as well as their sight 
deposits. : In 1934, they fell less than current 
accounts in France or Switzerland. The striking 
decline in the current account liabilities of the Swiss 
banks was partly due to the withdrawal of foreign 
balances. Quarterly figures for current account 
deposits of the Belgian and Dutch banks are not· 
available, but it is highly probable that they 
would show the same marked downward tendency 
in 1933 and 1934 1• 

In Lithuania and Poland, which · also 
remained on the gqld standard, the recent 
increase in current account deposits is partly 
due to transfers from time accounts. In 
Hungary, on the other hand, current accounts fell 
in 1934, while savings accounts remained stable. 
The distinction between these two accounts is, 
however, not always clear. There has evidently 
recently been some transfer of deposits from current 
accounts in the provinces to savings accounts in 
Budapest, and this may reflect the release of 
provincial deposits previously frozen. 

It will be observed that the German figures have 
shown little fluctuation since the beginning of 
1933, after falling more rapidly than any others 
in the latter half of 1932. This stability is 
somewhat surprising in view of the expansion in 
central bank credit to which reference has been 
made above. Two factors would seem to be 
mainly responsible. In the first place there was a 
continued reduction in the value of blocked 

1 Current account deposits with the six principal Dutch commen:ial banks were almost 10 per cent lower at the end 
of 1933 than at the end of 1932. 
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Reichsmark deposits held by foreigners as a result 
of the depreciation of foreign currencies and the 
rel~ase of these_ deposits for " additional " exports 
?r mvestment m Germany. In the second place, 
1t would appear that the large public works 

expenditures had principally the result of raising 
the money incomes of the lower-income groups 
which patronise the savings banks. In the course 
of the years mentioned, deposits in the savings 
banks rose by RM. a.soo million. 

V. Commereial Bank Credits and Iuvulmeuta. 

The deposits received and largely created by 
banks are employed in the granting of loans and 
advances, in discounts, in the purchase of securities, 
etc. The development and variation in the 
relative importance of these assets are shown in 
Tables V and VI. Table V gives the percentage 
movement of {a) discounts, (b) loans and advances, 
(c) Government securities and {d) other securities 
since 1929, and Table VI shows the percentage 
which each of the groups of assets mentioned 
constituted of total earning assets in each year. 

The relative intensity of the credit deflation in 
different countries during 1931-1932 or 1933 
cannot be judged by a simple comparison of the 
percentage movement in discounts, loans or 
advances shown in Table V. The banking statistics 
of different countries vary widely in classification, 
and although every effort has been made to 
approach uniformity by reclassification, the amount 
of detailed information available has not in all 
cases been adequate for the purpose. Further, 
the reduction in loans and advances which occurred 
in 1931 and 1932 was in most countries principally 
due to the repayment of credits, but in others 
- such as Austria, Germany and Italy - it 
represents in large part the writing-off of loans 
through capital and rE~!'erve reductions or by means 
of funds granted for the purpose by the State or 
special liquidation institutes. Clearly, the effects 
of these different types of credit " liquidation " 
are not the same. Finally, the importance of the 
commercial banks as suppliers of the· circulating 
media of the community varies widely from 
country to country and from time to time. From 
Table V, for example, it appears that the net 
contraction in the credit portfolio of the commercial 
banks of Poland between 1929 and 1933 - nearly 
so per cent - was greater than in any other 
country. Although the credit deflation has in fact 
been particularly severe in Poland, it is exaggerated 
by the statistics of the commercial banks taken 
alone. The public banks expanded their credit 
rapidly during this period, and this offset in part 
the apparent contraction. 

For all these reasons, no attempt is made in the 

present section to give a detailed account of the 
movements of the commercial bank assets of 
different countries. For this, reference should be 
made to the individual chapters in the second part 
of this volume, where information is also given 
regarding the fluctuations of non-commercial bank 
credit. Attention is here confined to pointing out 
some of the broad general tendencies in the 
movements of commercial bank earning assets in 
recent years. 

The most important are (I) the sharp decline in 
both the absolute amount and the relative 
importance of loans and advances in most countries 
and (2) the increase in commercial banks' holdings 
of Government securities. The proportion of their 
resources which commercial banks normally keep 
in the form of advances varies widely from country 
to country in accordance, inler alia, with differences 
in the organisation of the capital and money 
markets .. In the United Kingdom, for example, 
the joint-stock banks appear, in normal times, to 
work to a conventional distribution of 4.5-5.5 per 
cent of their deposits in the form of advances, 
xo-20 per cent in the form of bills, 15 per cent in the 
form of investments, 7-10 per cent in the form of 
call loans to the money market and about 10 per 
cent in the form of cash. In l:rance, where the 
money market is less specialised, the deposit banks 
exercise to some extent the function of the bill 
broker, and consequently the relative importance 
of bills in their portfolio is considerably higher. 

As banks generally earn a higher return on 
advances than on other assets, it may be asrumed 
that they would normally be reluctant to see them 
fall in importance. The decline which took place 
in most 1 countries from 1929 to 1932 reflects 
chiefly the reduced demand for advances on the 
part of entrepreneurs, who restricted production, 
liquidated stocks and paid off their debts to the 
banks. The cancellation of a formerly active 
deposit through the repayment of a loan has, of 
course, the result of decreasing aggregate 
expenditure still further and hence stimulating 
further repayment of loans and cancellation of 
deposits. 

1 In certain countries_ for example, Austria, Germany and Hungary- total advances rose in 19~0. T~is increa.se, 
in the face of a marked reduction in the national income. is to be explained chiefly by the syotem of industtJal ban_kmg 
then in force in these countries. The relations betweeo the banks and business were very mbmate and, when the poo1t1on 
of certain concerns became strained, the banks. which were in effect partners in industry," carried" them by the.~rantin~ 
of additional credits. The coo tinned decline in incomes reduced the value of the oecunty behind thne loan• and . froze 
the money capital structure. keeping it out of line with the earning capacity of induotry. The oubtequent bquiCiatwD, 
when it occurred, took the form of a ouddeo break. 
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Tallie V. - PERCENTAGE MOVEMENTS OF COMMERCIAL BANK CREDITS AND INVESTMENTS, 1929-1934. 

(1929-100) 
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XXXVIII INTRODUCTION 

But the commercial banks do not play so passive 
a rtlle in bringing about the decline in advances as 
the above paragraph may suggest. The price 
charged by banks for advances is somewhat in
flexible, and from 1929 to 1932 it did not fall 
proportionately to the decline in demand. The 
importance of this rigidity in Joan rates may, 
however, easily be overestimated, as, when incomes 
are contracting and prices falling rapidly, it is at 
least doubtful whether even a substantial reduction 
in the rate on advances would induce business-men 
to take the risk of borrowing and investing. Of 
more importance perhaps was the direct contraction 

· of credit by banks which normally occurs during 
periods of falling prices. Each bank acting 
individually tends, in such circumstances, when 
considering applications for loans, to give weight 
to the prospective contraction in aggregate 
expenditure. By judging " credit-worthiness " on 
the assumption that contraction is to continue, 
each bank contributes to continued contraction. 
Finally, the banks of certain countries suffered, 
at certain stages of the depression, a rapid depletion 
of cash reserves, and the attempt to reconstitute 
these reserves took the form of calling in or not 
renewing credits previously granted. 

The importance of this last factor was, by a 
curious paradox, greater in the United States, 
where bankers' cash steadily increased over the 
period considered as a result of gold imports than 
in most of the countries which suffered a net 
export of gold. Diagram XIV below shows the 
monthly fluctuations of the principal earning 
assets of the member banks of the Federal Reserve 
system from 1930 to 1934· 

Diagram XIV. 
LoANS AND INVESTMENTS OP REPORTING MEMBER 

BANKS OF FEDERAL RESERVE SYSTEM. 
A Loans on securities. B All other loans. 

C U.S. Government securities . 
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The group " all other loans " includes the bulk of 
genuine commercial loans : in the course of 1931 
and 1932, these fell by over $2,000 million. Even 
more striking, however, is the contraction of 
security loans, amounting to $4,250 million - or 
so per cent - from the middle of 1930 to the end 
of 1932. The calling-in of these loans amounted, 
at one stage removed, to the sale of securities by 
the banks - a sale which was carried out at a 
faster pace than bank depositors were willing to 
buy the securities. In consequence, security prices 
fell and the market rate of interest (which had come 
to include a heavy risk premium) rose ; the market 
for new and conversion industrial issues was 
completely demoralised. On the other hand, the 
commercial banks added large amounts to their 
holdings of Government securities. From October 
1929 to October 1934, the member banks of the 
Federal Reserve system increased their holdings 
of U.S. Government securities from $4,000 'million 
to $9,200 million, or by 130 per cent. 1 hese 
accounted for 35 per cent of the earning assets of 
member banks in 1934 as compared with II per 
cent in 1929. An examination of Diagram XIV 
will show that, after the reopening of the banks in 
March 1933, loans to customers took a temporary 
spurt, but soon resumed their downward trend, 
while the banks continued to buy Government 
securities. Their net purchases in 1934 ($2,000 
million for reporting member banks) were greater 
than in any previous year 1• 

The reduction in the advances of the British 
joint-stock banks was more moderate than. the 
contraction in loans in the United States, but it 
was sharp when compared with most other 
co~n~ries. Diagram XV shows, for 193D-1934, the 
pnnc1pal assets of the London Clearing Banks. 

Diagram XV, 
PRINCIPAL AssETS OF LoNDON CLEARING BANKS. 

A Advances. C Bills discounted. 
a Investments. . D Money at call. 
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Fro:. llla':h ,1933 to October 1934. the total interest-bearing debt of the United States increased by nearly ;n,;=.,:• b•on ~ uSg the same period, the commercial banks' holdings of Government securities would appear to have 
the comme~~ :!.~000 million. In other wonls, about half the increase in the public debt waa directly taken over by 
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Italy • • • • 43·• 41·5 36·9 33·1 ]l.a . r ,.o 35.0 , ... •9·3 ., .. 

(All banks) • 1$·4 .,.a '3·$ ••• 6 '5·4 . U.S A.' . . . • b. 39·4 ]6.1 34·0 31.6 ]0·4 

"·I (All banksl •• 10 .• 10.2 J6.6 u.s ]0.2 

f 
s6.3 s8.1 67·5 61.3 66.9 . ... 17·2 18.7 ···5 .,.6 IS.6 

Italy • • • • 22.7 ao.2 l.f.l u.6 1].6 . 

r· 35-3 3•·5 30·· •••• I 5•·4 (All hanks) "·I 21.0 ... 6 18.4 Jg,J 19.5 u.s.A.• . . . • b. 33·7 35·9 33·0 30.6 . ... (Nallooal •• 16.6 16.3 ao.4 24.1 32·9 

fl 45·0 45·9 S7·7 s6.o 6J.6 6o.6 banbl "· 14-4 .,., 16·4 J6.J 14·7 . 
Italy • • • . 42·7 42·2 33·9 34·5 •9·4 31.5 LA.nw A111•JCA 1 

' 40.1 .... •.. , 3s.B (Priu<ipal ··j 12.3 11·9 8.4 9·5 9·0 1·9 

f 
42·9 banks) • ... , .. , ,,.. $0·4 ,,,, 

$4•7 Argenl!De . . 
· ·!I l 66.1 69·• 79·a 79·5 81.5 8].2 •• ,.. , .. 6.1 7·0 6.$ . Italy • • • ,,.a 13-0 a.$ 7·0 6.6 6.0 "· (Principal n.g JO.I rl 25-1 22.7 ... , 8.6 7-4 banksl 1 •••• •7·9 JJ,7 1].5 

. . b. S3-3 ''·9 4H SO·' ao.] . 
Bolivaa • • • • • i: 

11.6 ., .. , •• 6 6J.] , .. , . 
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Table VI _ PERCENTAGE CoMPOSITION OF COMMERCIAL BANK CREDITS, 1929-1934 (concluded) . . 
Couolly 1929 ,,,.. 1931 19311 1933 1934 

- -- -- -- ----

r 44·4 39·3 38.8 4•·9 4•·5 0 

0 

b. 5H 55·' , .. , , •. q 0 

Brazil 5'·9 
0 0 0 0 

. .i: I 6.1 ,.6 ,.6 ].7 5·3 0 

r z8.4 22.6 u.S JO.] 21.0 

17·8 Cbile b. 6 •.• 6g.1 19·• 70.2 
0 0 0 0 ... o.8 •·3 4·6 1.9 0.9 

tl. 6., 6.9 6.7 1·3 6.9 0 

48·9 30·1 •3·4 ::z6.J r 41·• 41.0 

Colombia 1 • 
b. 40·4 39·6 43·4 45·9 44·1 31·6 

0 . .i: I 10-7 13·• 15.6 •3·4 31·9 36·3 

r 21·9 24·8 ••·1 •4·3 44·1 so.8 

Ecuador • b. 68.r 64·5 67.6 65.6 41·5 42.6 
0 

0 •• o .• 0.2 o •• o .• 0.2 0.2 
tl. g.8 J0,5 10·5 9·9 7-6 6.4 

37·8 27.0 r 36·3 21.2 .,., 0 

Mexi("() •• b. 51·3 so.o 69.2 6a.g 61.1 0 

0 0 
0 •• 

12-4 u.::z 9·6 n.6 11-3 4. 
::z8.o 34·6 ]1.6 34·4 r· 31·0 34·0 

Peru. b. 46·3 46·4 59·• 53·1 , •. a , •• 6 . 0 0 ... I r.r ••• •·9 a.8 
tl. 16.7 lg.6 

11·1 9·5 ... , 10.2 

r 1 .• o.8 o.s 0.3 o.a 
b. 91-9 94·8 9H 96.o 95-9 Uruguay. 0 

0 •• o., 
tl. o.6 H 4·0 ].7 ].9 0 

r 11.6 13·5 13·3 10-4 12.2 0 

Venezuela b. 8o.7 78·3 19·8 19·4 15-4 0 . . . ;:j 1·1 8 .• 6.g 10.2 12·4 ' 

From the beginning of 1930 to the end of 1932, 
advances of the London Clea ing Banks fell by 
nearly £250 million or 25 per cent. The bulk of the 
reduction took place in the last three quarters of 
1932, when the banks' holdings of investments were 
increasing most rapidly. The inverse connection 
between these two items is not accidental. Part of the 
increase in the available means of payment result
ing from the purchase of Government securities and 
Treasury bills by the banks in 1932 (which was in 
turn based upon the expansion in the cash base 
resulting from the open-market and rate policy of 
the Bank of England) was used by. business-men 
to repay their bank advances and, as &een in the 
previous section, to increase their deposits of funds 
awaiting investment. The banks continued to buy 
long-term Government bonds iri 1933 while their 
holdings of Treasury bills declined, and at the end 
of that year investments constituted 33 per cent of 
their total credit portfolio (excluding money at call) 
as compared with 15 per cent in 1929. 

The contraction in the loan portfolio of the 
French commercial banks was exceptionally sharp 
in 1931 and the first part of 1932. This is illus
trated in Diagram XVI opposite, which shows the 
monthly movements of the principal earning assets 
of the four large deposit banks from 1930 to 1934· 

The lower curve of the diagram represents 
current account debtors and correspondents : this 

Coually 1929 1930 19)1 1932 1933 1934 - -- - -- -- --
9·• 9·1 9·1 IO.] 

AI ... , r to.a 9·9 
Japan ...•• b. 51·0 54·5 55·5 54·3 5•·3 45·9 
(Ciearing-Houoe e. 36.8 35·6 35·3 36.0 38.0 u8 
Member banks) II. 

SOUTH AFRICA and 
0CEANU.: 

r 2].8 19·3 14·1 rs.6 15.8 15-1 

68.8 69·3 13·8 67.6 67·5 69·4 Union of ~~~~ :: Africa' 6.3 ro.6 l0-5 ., .. 15.8 12.6 
4. r.r o.8 1.0 .. , 0.9 •·9 

r 22.2 •1·1 •••• 13·1 14·4 12-3 

Union of ~~~~ :: 59·8 51.8 59·8 41·9 44·1 49·8 
Africa' 16.8 og.6 25-1 31·• 40·3 36.1 

II. ••• o.g r.o •·3 I.Z r.8 

. j:: I 93·• gr.8 84.0 8r.6 82.0 
Australia 1 

0 0 

''I 6.8 8.2 16.o r8.4 18.o 
4. 

r •• o •·5 ••• r.o •·1 
b. 87.6 8g.9 83.0 15·0 ,, .. 

New Zealand 1 
0 •• 15-1 •3·4 39·5 9·3 7·9 0 

II. r.r 0.1 '0-1 o.6 o.6 0 

r 88.8 88.2 S..g 198 17·8 ' ' 
b. Australasia 1 

0 . .t I JI.2 11.8 17.1 20.2 22.2 0 

• November retums. 
• December figures. 

i 

• Loanl indude corresponden.ts. 
• Loans excluding conespondents. 
• Eod of june eacb year. · 
• Aecounta of ofica. within tbe Unloa only. 

' . ' Including accounts of branches outside tbe Unloa.. 
• End of june following year. Ac:c:ounts of domestic offices only. . 
• End of June followi.nl year. IncludinJ accounts of braochea outsade 

the Dominiool. 

I 

Diagram XVI. 

PRINCIPAL EARNING AssETs OF FRENCH 

i DE~SIT BANKS. 
1 

, A Discount portfoii6. 
i Current accounts and correspondents. 
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item fell from nearlY, 16 milliards towards the end 
of 1930 to only slightly more than 8 milliards in the, 
first months of 1932. ' Foreign short-term balances 
are included in this item and it would appear that 
the extreme!}' sharp contraction of 1931 is largely 
to be explained by the repatriation of these balances 
and the depreciation of certain currencies in which 
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they were held. The contraction of this item 
stopped early in 1932 and it will be observed from 
the diagram that the fluctuations since that time 
have ~n u~portant. It is chiefly through 
commercial diScounts that the French deposit 
banks extend credit to industry, but these are not 
sepa~ted from discounts of Treasury bonds in the 
publiShed returns, and the bill portfolio, as shown 
in the diagram, includes both. It would appear 
that the contraction of 5 milliard francs in the bill 
portfolio in 1931 was principally or entirely due 
to commercial discounts, while the corresponding 
rise in 1932 must have been exclusively due to 
Trea5ury bills. In the course of 1933 and 1934, 
the deposit banks' bill portfolio fell by 4 milliard 
francs and, in view of the heavy State requirements 
of funds to cover budgetary deficits, it is unlikely 
that the ·banks'· discounts of Treasury bills were 
much (if any) lower at the end of this period than 
at the beginning. 

The credit contraction was also very severe in 
Belgium, where the commercial banks' loans and 
advances fell from 21 milliard francs at the end of 
1930 to less than 12 milliard at the end of 1933· 
The Belgian banks maintained very close relations 
with industry and, as a result of the decline in 
prices and incomes, a very large part of their 
industrial advances became irnmobilised. By a 
series of decrees passed in August 1934, the banks 
were required to give up their long-term industrial 
activities and reorganise along deposit banking 
lines ; in the meantime, special steps were taken 
to enable the banks to raise cash resources on the 
basis of their old industrial advances 1• 

· Diagram XVII below shows the quarterly 
changes in the discounts, loans and advances of the 

. 

Diagram XVII. 
. DISCOUNTS, LOANS AND ADVANCES 

OF COMMERCIAL BANKS. 

(1929 = 100.) 
A New Zealand. C South Africa. 
a Australia. D Canada. 
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commercial banks of four British Dominions since 
the first quarter of 1930 on the base average of 
1929 = 100. 

The contract ion of commercial bank credit 
would appear to have been more drastic and 
continuous in Canada than in other Dominions : 
at the end of 1934. the volume of current and call 
loans outstanding was only 6o per cent of the 
average -1929 level. In New Zealand too, the fall 
in bank loans was fairly continuous between 1930 
and the last quarter of 1934. and especially sharp 
in 1933· In Australia, bank advances reached 
their lowest point at the beginning of 193~ and the 
net increase since then has been relatively slight. 
Only in South Africa - where the contraction in 
bank loans up to the middle of 1933 was about as 
sharp as in Canada - did any appreciable increase 
take place in 1934 ; all categories of loans and 
discounts in the Dominion show a drfinite upward 
movement in that year, 

In all these countries, the commercial banks 
bought large amounts of Government securities 
in recent years. In Canada, for example, the 
chartered banks increased their holdings of 
Dominion and Provincial Government bonds from 
less than $300 million at the end of 1929 to $780 
million at the end of 1934. The South-African 
banks increased their holdings of Union Govern
ment securities from 4 to £7 million, and at the 
same time bought British and Colonial Govern
ment paper to the amount of £22 million, nearly 
tripling their holdings of these securities. Union 
and British Government securities together 
accounted for nearly 40 per cent of the total 
earning assets of the South-African banks, compared 
with less than 17 per cent in 1929. The commercial 
banks of New Zealand and Australia also invested 
large sums in Treasury bills and Government 
securities after 1930. The purpose in these 
countries was both monetary and fiscal- that is, 
to expand the means of payment and to ~over 
capital expenditure undertaken for the rehcf of 
unemployment. In the case of New Zealand, 
Treasury bills constituted as high as 40 per cent of 
total earning assets at the middle of 1934. compared 
with less than 10 per cent at the middle of 193?• 
but these were redeemed by the Government an 
cash in August with the proceeds of the sterling 
sold to the Reserve Bank . 

The increase in commercial banks' holdings of 
Government securities (which, as an examination 
of Table V will show, was not confined to the 
countries to which reference is made in the 
preceding paragraphs, but occu_rred in !"any_ other -
countries, including several Latm-Amen~n States) 
has several aspects. In the first place, It may be 
regarded as an attempt on the part of the banking 
system to increase the supply of money, or at least 
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to prevent the desire on the part of the public 
to keep money inactive from resulting in .a 
contraction in the active supply. Secondly, 1t 
may be regarded as a reflection of the desire of the 
banks to hold their earning assets in the most 
liquid form possible. Finally, in certain countries 
-such as France and Belgium - its purpose was 
primarily fiscal : to help balance the budget. 

It is, of course, impossible in practice to 
determine the relative importance of these three 
considerations : the first two at least have been 
jointly operative in the majority of countries. The 
commercial banks are more easily able, within the 
limits of the standards of liquidity under which 
they operate, to increase the volume of their 
investments than to increase the volume of their 
advances, particularly during a period when prices 
are falling rapidly. To increase ilieir investments 
they need only bid for securities at the market. 
On the other hand (while it is no doubt true that 
there is at all times a " fringe of unsatisfied 
borrowers" who would be willing to take up 
advances from the banks), the risks involved in 
making advances are - during such a period as 
has been described- not of a type attractive to the 
banker. The effect of security purchases is of 
course to increase the deposit liabilities of the 
banking system ; but, whereas the deposit created 
by an advance is likely to flow at once into the 
income stream, it would seem· that the deposit 
created by the purchase of a security previously 
held by the investing public is, at any rate during 
slack times, less like! y to do so. 

A remarkable phenomenon disclosed in Table V 
is the almost universal failure of bank advances to 
increase in 1933 and 1934 in spite of the considerable 
improvement in economic conditions in most parts 
of the world. In all countries, with the exception 
of certain of those which were successful in 
maintaining the gold standard, the decline in prices 
was stopped and in many cases gave way to a rise ; 
and in practically all countries, including - in 
1933 - those of the gold bloc, there was an increase 
in production and general economic activity. 
Even in countries such as the United Kingdom, 
the United States, Sweden and Canada, where, 
according to the published indices, production 

increased to an exceptional extent in 1933 or 1934, 
there was but little increase or even a further fall 
in loans and advances. 

Special factors peculiar to individual countries 
serve to explain part of this apparent anomaly, 
but the general explanation of overriding 
importance appears to be that business itself 
financed recovery out of accumulated funds. 
During the years of postponed replacement of 
amortised capital from 1930 to 1932, business 
accumulated liquid balances which were abnormally 
large in relation to current income, and these 
balances were available in 1933 and 1934 to finance 
expenditure. The increased activity of deposits is 
reflected in the shift from time to current accounts 
to which reference has been made above, and 
further details are given in Section VII below. 

In the United Kingdom, Sweden and possibly 
other countries, another factor has also been at 
work. The current yield on securities has fallen 
to such. low levels - their prices have risen so 
high - that it has paid business-men to finance 
themselves by selling securities outright rather 
than pledging them as collateral for a bank loan at 
a relatively high rate of interest. In the United 
Kingdom, the low rates prevailing in the new 
capital market have induced borrowers to issue 
debentures and repay bank advances. In Sweden, 
an influence of major importance has been the self
financing through export . bills. The kronor 
proceeds of the assets in sterling and other foreign 
currencies so!d by Swedish exporters, etc., to the 
commercial banks were used, in part, to liquidate 
bank advances. The continued reduction of 
bank· advances in this country, as in New Zealand 
and elsewhere, therefore reflects the unfreezing 
rather than the restriction of credit. 

In Germany, the large public works expenditures 
of recent years have been financed chiefly through 
an expansion of central bank credit and purchases 
of public works bills by the savings banks ; up to 
the end of 1934 there was no apparent expansion 
of commercial bank credit. On the other hand, the 
big Berlin banks lay stress in their annual reports 
for 1933 and 1934 on the considerable rise in the 
volume of new credits granted. 

VI. Cash Ratios. 
Table VII shows the changes in the cash ratios 

of the commercial banks of a number of countries 
from 1929 to 1934. Four different ratios are 
&hown : (a) cash as a percentage of demand 
deposits 1, (b) cash and other items of a cash 
nature (such as call loans to the money market I) 
as a percentage of demand deposits, (c) cash as a 
percentage of total deposits and (d) cash and other 

items of a cash nature as a percentage of total 
deposits. . 

The outstanding movement of chief significance 
revealed by this table is a very general tendency 
for the cash reserve ratios of commercial banks to 
rise after 1929. The table discloses wide differences 
in both the magnitude of the cash ratios maintained 
by the banks of different countries and in 
their stability .. These differences are illustrated 

1 Including other short-term liabilities : notes and cheques in circulation. . 
1 For a fuller statement of the type of asset included in "' other items of a cash nature "' - the Balance-

lheet Summanea of the individual chapters and Com,..,cial BaNks, I9I3-I9Z9, page 49· • 
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in Diagram XVIII below, which shows the 
fluctuations in the ratio of cash to total deposits 

for the commercial banks of twelve countries by 
quarters since 1930. 

A France. 
B Switzerland. 
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Diagram xvm. 
CASH RATIOS 01' COMMERCIAL BANKS. 
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Table VU.- CASH RATIOS OF COMMERCIAL BANKS, I929-I9J4· 

CowolrJ' 1929 19]0 1911 193'1 1933 19M CoaalrJ' 1919 19)0 19)1 19)1 ,,, 
-- -- ---- -- -- -- - - --

EUROPE: France •••• ·r . . . . 

r . 3·6 . 4·0 6.8 (Deposit ond b. 17-7 u.o , .. , a8.r 11-7 
b. . 3·6 . 4·0 6.8 lnvettiDf'llt '· . . . Auotria . . . . .. •·9 3·3 5·5 biUIIuil ... ., .. •••• 19·· 15·9 11.0 . . 
tJ. . •·9 . 3·3 5·5 r . . . . 

r . . . . . Germany. 
• •• 5-7 , .. 6.1 H , .. 

Belcium b. 17·• . 1B.a 27-2 3•·8 . (AU banlui) ' •• . . . . . ••• ... •• I .. , , .. 1.5 1.6 . . . . . . 
"· ... , Jl,, 13.7 20·5 .,., . 

·!~ 
. . . . 

·li 
. . . . . . Germany. . . 

Bulgaria • . . . . (AU banks) I •• . . . . 
t5·9 18.4 16.o . ... •·4 •·7 ,., s.o ,., . 

JO,S 14.8 11.8 ~~-6 20-1 ·- r . . . . 
·l~ 

20·7 18.4 . . . Germany ••• • h. . . . 
Czecboslovakia 31·5 31-7 •3·3 J4.8 32.2 IAII banluil 1 •• . . . 

10.8 9·• . . . ... 4·6 , .. , .. 5-4 . 
~. 16-4 15-9 11.1 16.5 15·5 

t . . . . . 
t 14-0 15.0 14-1 •6·4 18.o 18.1 Gtormany • • . . •· 10.0 10.4 u.1 e., 9·1 

Denmark. •• 18., 19·7 18.9 3•·3 35·1 J5.0 (Big S.din •• . . . . . . ... 3·9 4-4 6.7 7·4 , .. ,.o ban lui) • ... ... • •• .., 4·1 .., ... 5·1 H H 9·1 10.0 9·7 
10.6 '·9 4·6 t . . . . . 

·I~ 
9·• 8.1 IZol Germany. • b. . . . . 18.8 . . 

Estonia 13·7 15·3 17·9 ao.g ao.a 
(Bic Berlin •• . . . . . . . ,.a 5·1 6.7 6.o a., ,.. ••• banal' ... 5-4 7-4 5·1 ,., 

8.7 9·6 u.g u.o 14-8 15.0 
16.o 16.1 16.o 30·2 r 13·3 14.1 . 

·li 
14·3 14.2 13·3 . 

•• 13·3 16.o 16.1 14.1 . 
Finland• , 20.6 17·7 16.8 15·3 3•·9 •3·3 GJWce, . . . ••• ••• 1.6 7·· 6., ... , . . 7·1 3·• •·9 3·1 3.0 . 

tl.. • •• 1.6 7·· 6.] 12·9 4·1 3·6 J.7 3·4 7-7 5·5 . r . . . . . 
·!~ 

. . . . . 
•• France. 16.3 19-1 31·9 •7·4 21.6 Hunl&l'Y • . . . • . . . . . . . . .. . . . (Deposit •• . . . . . 
tl. . 10.7 H 9·7 9·6 8.0 banlui) tl.. 15·1 17·7 •9·9 o6.8 20-5 . 

t 14·7 13.8 24-4 ••• 6 :Jt.a . t , .. ,., 5-5 6.] 7·0 
France. • b. 38.o .,.a 43·• 39·5 46·5 . Jtoly • • • • • •• ... , II.] 1].0 13·3 .. .. . . . 

•• 6 (lnvostment r. 8.4 a.a 15.8 17·3 18.o I . (AU bonlui) 1 .. 3·' 3·9 4·1 4·9 
banluil tl.. 21.8 •9·3 z8.o •7·· a6.9 . tJ. 9·4 1.1 9·5 9·6 9·1 

.... -. . . . . 
4-7 . 
1.1 . . . 
•·' . . 
• 
• 

.. , . 
4·• 

• 
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:: . . ~-
fl. 

Uthuanta •• l:: • •• 
fl. 

Nrthrrlutdl • ·[ 
Nonray . . . l 

.. 
b. 

• •• 
fl. 

Polutd. l 
.. 
b. ... ... 

Portugal ••• l 
.. 
b. 

••• 
4. 

Roumania •• l 
.. 
b. 

••• 
4. 

Spain •• l 
.. 
b. 

• •• 
4. 

Swede.i • l 
.. 
b. ... 
"'· 

SwltRriud • ·l:: •• ... 
United Kincdoroand 

lrisb Free State 1 

En&landand 

! 
... 

Wales 
(10 London 
Clearing banks) 
Eo~land and 

Wales 
(AU banks) 

• b. 
c. 

"'· 
·!:: •• 4. 

Sc:otland • • • b. l 
.. ... 
4. 

l .. lutd ••• ·!:: •• 
"'· 

Yugoolavia • • •• j:: 
"'· NoaTB A11aarcA 1 

Canada ••• 

U.S.A. ••• 
(All butks) ' 

l 
.. 
b. ... 
"'· 

1 
.. 

• b. 

•• fl. 

1929 l9JO 19]1 19JS 1933 1934 ----------
47·5 

u6.a 
10.8 
16.6 

10.4 

55·5 
u .• 
'4·7 
11.7 .,.a 

7·5 

'4·7 

6.9 

45-5 
46.0 
H 
5·4 

19.a 
25.0 

9·1 
U.] 

33-7 . ,., 
12·9 
26.4 
47·6 
16.o 
.a.s 
u.S 
'9·4 ••• ,., 
9·a .. , 

.,.a 
12·9 

., .. 
• •. a 

u.6 

,.6 
,,.. 
56·4 
10.8 

17-:1 

z6.o 
23-0 

9·' I 
1].0 

5•·7 
108 .• 
JJ,J 

••·9 

a .• 

47·4 .... 
'4·9 
11.6 
••. o 

,.a 

'4·9 , .. 
43·9 
44·4 , .. , .• 
,,.a ., .. 
a .• 

10.6 

16 .• 

15-0 .,., 
44·0 .,., 
:a6.o ., .. 
19.8 

••• 
3·7 

20.0 . . 
3·' 

., .. 

•4·9 

"·' 

5·4 

39·5 
6o .• 
u.o 
16.7 ., .. 
:ag.o 

9·5 
t6.t 

, •. a 
11].6 
u.g 
•7·9 

4a.o 

'9·5 
21.1 

17·9 
19·3 

7·6 

20.7 

9-7 
40.:1 
40.6 

4·6 
•• 6 

20.] 
24-0 
10.4 ... , 
25·9 

. 
JO,t 

34·7 
56·4 
20.1 , .. , 
'4·4 
aa.J .. , 
,.a 
, ... 

a.9 

u.a 

... 9 

••. a 

1].1 

5·4 

,.., 
,51.0 
ro.:z 
15.0 

zg.o 
a8.o 
10.4 .,., 

5a·9 
IZ],I; 
u.S 
o6.9 

47·4 
19·' 
20.2 

•1·9 
19.0 

. 
6.9 

Jg.o 

54·0 
54·4 

6.1 
6.1 

20·5 
24.2 
ro.a 
12.1 

34·9 

20., 

9·6 
32·9 
54·4 .a., 
]0.6 
:11-1 
oa.a ,., 
5·' 
, ... 
!.9 

••• 6 ... , 
..., 

24.6 

15.0 

5·5 

46.6 
6].a 
11.:1 

'5·3 
19.a .,.6 
10.8 
14-0 

6t.J 
112.7 

•3·4 
••• 6 

a.a ,.6 

39·4 , •.• 
18.4 .,.6 
19-1 27.1 

''·4 24·3 
.a.. .a.6 

a .• 

39·0 • 

u.6 ,.0 54·6 
57·5 SS·' 

5·6 6.6 
5·7 6., 

19.a 
22.4 22-5 
10.8 
u.:a u.g 

33-S 33-4 

49·4 ••.• 
57·9 JO.I 
9·• a .• 

Io.a 9·a 

12.0 11.4 

22.0 

1].6 

6.9 

41·3 
sa., 
10 •• 

'4·7 
:10.4 
27-2 
u.t 
t6.t 

42.2 
6o.s 
11.2 
16.1 

1029 19)0 1931 193S 1933 1934 

----- --------------- --------
• U.S.A. • • •• b. l 

.. 
(National •· 

banks)' 4. 
I..ATJif AIIERJCA: 

Aigentine •• l 
... 
b. . •. 
4. 

U
. 

b. 
••• BoUvia 

! 
... 
b. ... 
Ill. 

Bra1il • • • • 

Chile l:: . •. 
4. 

l:: ... 
"· 

Colombia' 

! 
... 
b. 

• •• 
4. 

Ecuador ••• 

b. Mexico ••• ! 
... 

• • e. 
tl. 

Peru •• . ·!:: 
• • • 0 t: • 

4. 

l:: • c. 
4. 

Uruguay. 

l 
... 

• b. 

•• 
4. 

Venezuela 

ASIA I 

b. India . . . ! 
... 
•• 4. 

! 
... 

Japan ••••• b. 
(Cleariog.Houoe c. 
Member banksl d. 

SouTH APW.ICA. and 
Oci:ANJA. : 

Union of South~:: 
Africa 1 ••• c. 

4. 

Australia • ! 
... 
b. 

• •• 
"· 
l 
... 
b. ... 
Ill. 

New Zealand 1 

! 
.. 

Au•tralasia • • • b. 
c. 

"· 

15·3 
22.6 
a.6 

12.7 

,a.6 
46.2 
11·9 
'4·3 
?9·8 
79·a 
46.1 
46.1 
44·5 
so.] 
:z6.a 
29.6 , ..• 
44·9 
1].0 
ta.o 
•s.a .,.a ,,.a ,,.a 
]6.2 
]a., 
25.a .,., 
]1.0 
,.a 
•4·9 .a., 
30·7 
]0.7 
'5·7 
•S·1 

108 •• 
J20o4 
~1-1 

56·7 

as., 
8a.6 

.,.6 
·"·3 

23·3 
31·5 
u.s 
•s.6 
4119 
44·0 
'3·9 
••. 6 

•9·7 , •. a 
11.7 

"·9 

20.9 

]0·4 

•5·9 .,.6 
a.9 

15·4 

. ]7.0 
47·7 
11.6 
•s.o 
43·0 
43·0 
23·4 
•3·4 
40.a 
47·4 
:ZOo] 
2].6 

]0.1 

40·7 

"·' 1S.a .,.6 .,.6 
16.8 
16.8 

3a·5 
43·0 
2J.a 
oa.a 
39·• 
42·9 
•9·5 
32·3 
34·• 
34·4 
•5·4 
IS·S 

102.2 

114·0 

47·• 
S•·5 

137·• 
143·.5 

., .. 

... , 

22.6 
34·2 
10.3 
IS,6 
6s.6 6, .• 
:zo.:z 
20o7 

]a., 
•••• ... , 
1].6 

22.0 
.a .• 

50·9 
5a.6 
'4·5 
16.6 
,.a ,.a , .. , 
3'·' 
35·• 
39·9 
20.6 

•3·4 
44·4 
51.6 
:zo.~ 
24.1 

34·1 
34·' .,., 
17·3 
31-0 
34·1 
20.2 

••·3 
•9·4 , •. a 
:zo.6 
23.0 

34·5 
35·• 
16.8 ., .. 

rit.r 
u8.:z 

51.1 
59·0 

10]·3 
112.0 

1].6 

22o2 

a.6 

22·9 
]0.5 
10.6 

14·1 
57·2 
sa., .,.a 
.a.] 
37·5 
39·9 

"·' l2o4 

22.8 

32.0 

,.a. 
68., 
18.1 

"·S 
29.6 
29.6 
•3·9 
23·9 
39·0 
4'·4 
27·0 
.a.6 
so.r 
55·0 
31·3 
34·3 
41.8 
4I.a 
24·1 

•••• 
54·2 ,.a 
44·4 
45·7 
4S·9 
so.3 ,a., 
4'·9 
33·1 
33·a .,., .,., 

•o6.s 
127·9 

S3·4 
64.0 

:zo .... 
26.2 
11·7 
1~.0 

•••• 53·6 
'4·7 
.a.6 
ao.6 
ao.6 
59·5 
S9·S 
3].3 
36·4 
22.8 
:zs.o 

39·0 
44·a 
27-0 
31.0 

41·5 
4'·5 
26.1 

- 26.1 
52.0 ,.6 
44·• 
49·0 
43·4 
47·3 
33-9 
36·9 
.a.9 
74·7 
27.0 

4'·3 
10].6 
133·• ., .. 

6o.6 

]a., ,a., 
29.1 

•9·' 
39·8 
44·6 
30.6 
34·3 

]a., 
6s.s 
2].0 

39·' 

u:z.s 108 .... 
n6.7 U].] 

ra.2 

a., 

. t8.4 
]0.6 a., 
'4·4 
46·4 
.a.o 
'4·9 
15·4 .,., 
28.o 
9·0 
1·5 

... ] •4·3 

a.g 9·6 

-41.2 

46·3 
25.4 
28.6 
so.6 
54·' ,,.a 
.a.] 
22.] 

24·5 
1·9 
a.6 

'9·9 .,.a 

34·a 
40·S 
21.6 
2S-2 

1 November returns. l>tpositl including balance~ due to Germu banks. 
1 November retllmL DepoNts aeludif\1' balances due to German banks. 
• Dec:ember figiU'I!II. Deparitl escludinJ balanc:a. due to German bank1 
• Dc:poaita includinl ba.lancea due to German b:Lnka. ' 
1 Current acoounts indudin« inland ccrrespondenta. 
• Depo.i.ta a:cludfns eorrespoodeo.tL 
'Enti of June eacb yea-, 
• Indudif\1' aooou.nts with bnncbes outside the Union. 
• End of June followinr yar. Ac:rounta of domestic ollca oatr • 

11 End of June followlnc: year. locludiol .ac::ouo.ts of bnacbel outside 
the Domialons. 
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· .The cash ratio of the London Clearing Banks 
shows a very high degree of stability, fluctuating 
as 3: . rule between 10 and II per cent. This 
stabihty has, of course, the result of making 
central bank control very effective, as a change in 
bankers' cash tends quasi·automatically to bring 
about a proportionate change in the banks' deposit 
liabilities. The Japanese banks have also 
maintained a fairly stable ratio of cash to total 
deposits throughout the · period under review. 
The big Berlin banks appear to keep cash in hand 
exclusively for the purpose of meeting normal 
over-the-oounter requirements ; they are generally 
in debt to the Reichsbank and rely upon rediscounts 
with the central bank for special cash requirements. 
The ratio of their cash reserves to deposits and 
Kreditortn (including bankers' balances) usually 
moves between 2 and 4 per cent. 

In France and Switzerland, an extremely sharp 
increase in the commercial banks' cash reserve 
ratio occurred in 1931 : for the French deposit 
banks, the ratio of cash and similar items to total 
deposits increased from less than 10 per cent in 1930 
to over 35 per cent at the beginning of 1932 ; a 
large part of the inflow of capital into France 
which took place during the period of financial 
crisis went to increase the cash reserves of the 
commercial banks. The same applies to 
Switzerland, where the big banks more than doubled 
their cash reserve ratio in the latter half of 1931. 
In the Netherlands too - another European 
creditor country - the commercial banks have 
greatly increased their cash ratio in recent years. 
But here the major increases, as shown in 
Table VII, occurred in 1932 and 1933. when the 
cash ratio of the French and Swiss banks was, on 
the whole, falling. It would appear that the 
recent changes in cash ratios in the last two 
countries are largely a reflection of the international 
movements of capital : they correlate quite closely 
with the changes in the gold reserves of the 
respective central banks. · · 

The cash ratios of the commercial banks of the 
three South-American countries included in 
Diagram XVIII fluctuate within a wide range. 
Especially notable is the extremely rapid increase 
in the cash ratio of the Chilian banks during the 
period of most marked currency inflation from ~he 
middle of 1931 to the Ia tter part of 1932. \\ lth 
the increase in monetary stability in 1933 and 1934. 
the banks allowed their cash ratio to run down 
somewhat, substituting earning assets for cash. In 
Colombia, the decline in the cash ratio during 1933 
from the very high level attained in the previous 
year was even more marked, but _there was ~ fresh 
increase in 1934· In the Argentme Republic, the 
movements are less violent : a steady increase 
during 1931 and 1932 carried the ratio of cash to 
total deposits from less than 12 to over 18 per cent. 

1 That is, tota I I• gal reserveo e:o:.cluding c:aah iD vault. 

In the latter part of 1933 and during 1934, 
with the resumption of more active credit opora
tions by the commercial banks, the cash ratio 
fell. 

Of the British Dominions shown in the third 
part of Diagram XVIII, the commercial banks of 
Canada maintain the most stable ratio of cash to 
total deposits : this fluctuated between 10 ~; and 
12 per cent throughout the period considered. 
From time to time, the Dominion Government has 
increased the cash reserv~s of the commercial banks 
by raising its issue of Dominion notes; this was the 
case notably at the end of 193<1 and the end of 1934. 
The commercial banks used the greater part of the 
increase in their cash reserves to retire indebtedness 
under the Finance Act or to buy Government 
securities. The extremely sharp increase in the 
reserve ratio of the commercial banks of South 
Africa after the suspension of the gold standard at 
the end of 193l was due to the return flow of capital 
which had previously been ex ported to London 
and which was now used by the banks to increase 
their deposits with the Reserve Bank. As shown 
in the previous section, the banks, in addition to 
buying large amounts of Government securities, 
increased th.eir loan operations in 1933 and 1934 
and the cash ratio fell. It was still, however, very 
much higher than its normal figure at the end 
of 1934· 
·The steady decline in the cash ratio of the 

New Zealand trading hanks from the latter part 
of 1931 to the middle of 1934 is accounted for by 
the fact that the banks bought large quantities 
of Treasury hills, an asset of high liquidity. These 
were redeemed by the Government with the 
proceeds of the sterling sold to the Reserve Bank 
in August 1934. and the sharp rise in the cash 
ratio in the third quarter of that year reflects 
this transaction. 

In many other countries, too, the commercial 
banks added large amounts to their holdings of 
Treasury bills and Government securities in recent 
years ; reference is made to this phenomenon in 
the preceding section. As these assets are readily 
convertible into cash, it is clear that the movements 
of the cash ratios shown in Table VII and 
Diagram XVIII understate the real increa.~e which 
took place in the cash liquidity of the commercial 
banks of many countries. 

!\lore striking, perhaps, than the rise in the cash 
reserve ratio in any other country is the recent 
accumulation of excess cash reserves by the 
commercial banks of the United States in recent 
years. Diagram XIX on page XLVI shows the 
monthly variations in the total 1 and in the excess 
cash reserves of the member banks of the Federal 
Reserve System from 1930 to 1934· · 

Excess reserves rose to a monthly average of 
nearly $6oo million in January 1933 as a result 
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Diagram ~XIX. 

TOTAL AND EXCESS CASH RESERVES OP MEMBER 
B.uiKS OJ FEDERAL RESERVE SYSTEM. 

A Total. • Legal. C Excess . 

1931 1934 

chiefly of the extensive open-market operations 1 

carried out by the Federal Reserve banks in the 
previous year. They must have been completely 
e¥bausted during the March crisis 1, but they soon 
began to rise again. The increase in 1933 was 
chiefly due to open-market purchases of Govern
ment securities by the Federal Reserve banks and 
the return flow of hoarded currency, while the 
increase in 1934 mainly reflects gold imports. 
In December 1934, the excess cash reserves held 
by member banks amounted to $1,750 million. 
The immense magnitude of the recent figures of 
excess reserves is brought out by the following 

. comparison with certain other relevant series : 

Quarterly Excess Excess 
reserves as reserves &!J averages percentage percentage of daily 

figures. of total of total 
deposits reserves 

1929: I 0.15 2.0 
11 0.12 1.6 

Ill 0.12 1.6 
IV 0.16 2.1 

19J3: I• 2.00 20.8 
II 1.6o 16.9 

Ill 2.4') 24.0 
IV J.41 30.0 

1934: I 4-22 35-2 
II 6.13 43·8 

Ill 6.62 4S.S 
IV 6.26 43·9 

• January-February. 

Taking into consideration the fact that the above 
figures exclude cash in vault, which is not part of 
the member banks' legal cash reserves and which 
amounted in 1934 to about 2 per cent of total 
deposits, it will be seen that during most of that 
year the cash reserves held by the member banks 
over and above their legal requirements constituted 
almost as high a proportion of ·total deposit 
liabilities as the total cash reserves of the British 
joint-stock banks. Towards the end of the year, 
nearly half of the total reserves of the member 
banks - which had risen to the very high level 
of over $4,000 million - were excess £eserves : 
in other words, the member banks could double 
their deposit liabilities without any borrowing at 
the Reserve banks. . · 

The failure of the banks to invest these large 
sums requires explanation. The fluidity of the 
money market was such that the yield on short
term Treasury bills fell "to levels which did not 
cover the book-keeping charges incidental to their 
purchase; and the supply of commercial bills 
continued restricted. But 3 per cent was available 
on Government bonds (which could, moreover, 
be used as collateral for borrowing at the Federal 
Reserve banks), and there was no shortage of their 
supply. The banks, as shown above, did in fact 
buy large quantities of Government securities 
in 1933 and 1934, and the explanation of their 
failure to invest the whole of their excess cash 
reserves in this form would appear to be twofold. 
In t~e first place, these securities already 
constituted an abnormally high proportion of their 
total credit 'portfolio (35 per cent at the end of 1934 
as compared with II per cent in October 1929) 
and, secondly, it would appear that the fear of 
capital depreciation during the period for which 
the banks would wish to hold the securities more 
than counterbalanced the prospective yield. 

The commercial banks of Sweden also 
accumulated large excess cash reserves in 1933 
~nd 1934· Their ratio of cash to total deposits 
mcreased from 21 per cent in the first years of the 
~epression to 3· 7 per cent in 1932, 9.2 per cent 
m 1933 and, after rising to 11.3 per cent in March 
1934, fell to 8.1 per cent by the end of the year. 
The source of these excess reserves was principally 
the inflow of Dellisen from abroad · the Riksbank . ' put a certam amount of funds into the market 
through open-market purchases of Government 
securities. The fluidity of the money market is 
reflected in the yield on Government bonds which 
in 1934 fell (in Sweden, as in South Africa and 
certain other countries) to the lowest levels ever 
recorded. 

by ~~~bo:j,:,o~~'::'a~esult of these operations was to reduce the rediscount liability of the member hanks 
1 Figurea for March are not O:vailable. 
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YU. Clearings. 

Table VIII below gives the movement of clearings 
in sixteen countries from 1930 to 1934. The clearings 
during each quarter are shown as percentages of 
those for the corresponding quarter of 1929 ; in 
this way the seasonal movement - which is very 
marked in most countries -is roughly eliminated. 
The figures on which Table VIII is based are not 
identical for all countries. In certain cases 
(Canada and the United States), they 'are bank 
debits to individual accounts ; in others (South 
Africa, Australia, Belgium, Chile, Colombia, 
Finland, France, Italy, Japan, Sweden, Switzerland, 
and the United Kingdom) they are bank clearings; 
and in others (Germany and the Netherlands) they 
are giro-transfers at the central bank. In all 
cases 1 the most comprehensive series available has 
been taken. The minimum figures reached over 
the period are shown in heavy t}pe. 

Bank debits are more representative of the 

changes in total volume of transactions financed 
by the use of deposit currency than any of the qther 
series. The latter are influenced, not only by 
changes in the volume of transactions, but also by 
bank amalgamations and anything else which 
causes a change in the ratio of cheques paid into the 
bank on which they are drawn to total cheques 
drawn. But it is not likely that these factors have 
exercised an influence of primary importance in 
the period under review in any of the countries 
included 1 in Table VIII ; the trend of the figures 
shown in that table can therefore be taken as 
fairly representative of the trend of the changes 
in the volume of cheque transactions. They 
cannot, of course, be taken as representative of the 
trend of the physical volume of trade, as they are 
largely influenced by price movement!;, which 
have, moreover, differed widely from country to 
country. 

Table VIII,- QUARTERLY MOVEMENT OF CLEARINGS IN VARIOUS CoUNTRIES, 19J0·19J4• 

(Corresponding quarter of 1929 - 100.) 

] 9 l 
• 1 J .!1 lS 

~~- :i :a ! ~ .ll v 
~ 

---- - - --
1930 I 88.9 98 .• 7~·3 JOl.,S ~6.o 96-7 114·5 

II 87-1 98.1 87·4 94·4 56.6 95·• 111.1 

Ill ao.6 a8.8 79·6 86 .• ,.6 99·1 102.) 

IV 88.6 go.8 1H 71-1 68.6 101.1 97·5 

19]1 I 81.3 86.4 67.6 68.7 47·3 a.., 103·7 
It 84.0 S..9. 76·4 56.8 44·0 75·9 roq.8 
Ill 75·• 74 7 6].7 4U 45·4 75-6 70-2 
IV n.a 6,.a 6]·5 .,., ~2.1 88.1 69·9 

1932 I 67.0 7t.6 52·9 47·6 au 76-5 79·• 
11 65.6 s6.9 56.9 50.1 39·5 88.7 70.0 

Ill 82.4 s6.s 57·3 68.1 .6.1 75-0 54·0 
IV 93·9 58.1 54·5 66.] 6o.l 79·3 64.a 

1933 I 75·7 59·9 49.4 . 73-7 44·a 77-0 77-l 
11 a, .• , .. ] 66.] 78.1 47·a 6g.6 75-4 
Ill a, .• 49·8 77·5 90·3 6:z.8 77·5 68.4 
IV 94·• .... 64·• 77·• 97·0 aa., 75·3 

1934 I a,., 57-6 61.4 91-0 '75·0 a6.t 79·a 
11 96.o , .. , 73·0 95·4 81.2 87·3 62-3 
Ill 9'·3 St.:z 70·7 to6.g Q7o2 92-5 U.4 
IV 94-l 6t.7 75·• 101.2 118.0 102.6 6o.6 

-

In 1930, the fall in total volume of cheque 
transactions, as measured in Table VIII, appears to 
have been greatest in Colombia and Chile (about 
30 per cent) and Canada and the Unit~ States 
(about 25 per cent). All these countnes, a_nd 
especially the first three, were affected With 

1 I I 
• 

j i -i ! J IIi 

j ;; "' - ;; 
z -- ---- - - -- - -- -

99·5 8, .• 8o.J as.o 9a.r tu.a 99·4 91·7 a9·5 
a8.6 93·0 n.s "'·' 9!·0 112·7 Jo6.o CH,J QJ.O 

94-1 q6.] 80.9 88.0 95-2 ro6.5 95·7 90·3 77·· 
93·7 99·4 86.6 87.6 91·7 99·0 ro6.4 8K.o 75-9 

a.., 9•·3 86.1 76.0 a9·1 u6.t 9Q.8 Ks.s 72·1 
s •. , 90oCJ 70-t a,., 91·4 114·3 uo . .s s •. 6 71·7 
7?-5 88 .• 71·' 58·4 91·7 97·6 93·7 Rs.o 61.4 
h.J ar.~ BJ,J ''·4 ab., 99·1 8o .• s, .• 56·9 

17·• 61.5 74·9 •.. , 79·3 99·9 57·3 14·5 , .. , 
66.9 88.0 73·1 39·5 7U 93·1 ,a .• ••. s 49·9 
68.] 67.0 Bl.:z 37·0 7a .• 75·4 47·• 81-J 41·9 
6a., 6;.t Jo6.J 37·5 19·1 8r.a 54·0 IJ.J •••• 
6q.9 61.9 19.1 37·9 .. ,.6 sa .• 49·1 8).5 au 
8ll.4 61., 90·• 40·4 •••. o a,., 66., 84.1 44·0 
6, .• 64·3 118.1 ... 6 129·] 78·t ,6.6 87.1 4!·1 
71-J 67-9 119·7 39·5 11,.6 7a. 61.3 IIU.t 43-7 

74-l 79·7 I OJ.] au 134·9 84-7 54·4 91.6 .a ... 
6Q.7 67.0 96.1 42-0 t6o.6 86., , •. s 9"·5 , ... 
72-3 141.1 101.6 41·3 ., •. 8 78·9 44.1 go •• 47·9 
8o.z 75·6 114·5 43·1 ., .. 87-7 , •. o 93-5 49·7 

exceptional severity by the sharp fall in the prices 
of raw products which characterised the first atage 
of the depression. In the case of the United States, 
the series shown in the table represent bank debits 
outside New York City. Debits in New York 
City may perhaps be taken as a very rough measure 

, Except the United Kingdom. where country clearings have been taken. and the United Stat ... where bank debita 
outside New York City have been taken. ·-~ 1eari 6 • In certain countries not included in the table. banking amalgamationa have greatly allec':"" the c np gureo. 

1 A tria for exam le where the three large commercial banb were r-ganiled into one in Apnl 1934. the total volnme 

0~ ci:.U.p natural~ dropped sharply : in the lut quarter of 1933 it wu ~S .9 pel' c:eut of the level of the lut quarter 
of 1929• while in the final quarter of 1934 it waa oaly 47·9 pel' c:eut; there ra reuon to belrew that the total volume of 
transactiona 1oee in 1934. 
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of the changes in the financial as distinct from the 
industrial circulation. 

' Bank debits 
Yearly percentage changes 

In bank debits .... 
:Et 

N. y, c. I Elsewh•re ~> s. N.Y.C. Elsewhere 
X t(ooo,ooo's) 

-
1929 ' so.• 57 27,662 . 
1930 • 32,053 2J,IIO -36.2 -•6.s 

18,126 -21.6 1931 • 21,986 -3•·4 
1932 • 13.997 12,867 -j6.3 -29.0 

1933". 13.495 12,2oS - 3·6 - 5·' 
1934 • 13.829 1J,82Q + 2.5 +tJ-3 

a Average 9f eleven months; figures for March not avallable. 

Bank debits fell very much more sharply in 
New York City than elsewhere during 1929-1932. 
After the suspension of the gold standard, there. ~as 
a short-lived revival of stock-exchange actiVIty 
and in 1933 debits fell less in New York than 
elsewhere. In 1934, however, the moi_Jthly average 
of bank debits increased much more m the rest of 
the country than in New York City- a reflection 
of the depressed state of the security ma.r~ets and 
the very low level of stock-exchange act1v1ty .. 

The series shown in Table VIII for the Umted 
,Kingdom are country clearings, which are usually 
considered most representative of general trade. 
Figures for town clearings (which are u~ually tak~n 
as representative of the _changes '? finan~1al 
transactions) and metropolitan cleanngs (wh1ch 
are usually taken as representative of London retail 
trade) are also available, and the annual figures 
and percentage changes for the three series are 
shown below. 

Clearings 
Annual percentage 
change in clearings 

Monthly 
average 1 Metro- I Coun· Mf'tTo- Coun• Town po!itan try Town 

£(ooo,ooo's) 
politan try 

------
1929 . 3.328 157 257 
19JO . J,2J2 '5' 247 - 2.9 -J.8 -3-9 
1931 . 2,651 1.!9 229 -18.0 -7·9 -7-J 
1932 . . 2,J19 IJ4 2>2 -12-5 -3.6 -3.1 
1933 2,JIO IJS 2JI - 0,4 +3.0 +4-1 
1934 2,562 147 249 +10-9 +6.5 +7.8 

Town clearings fell rather less sharply than 
metropolitan or country clearings in the first year 
of depression, but they fell more in 1931 and 1932 
and continued to fall on balance in 1933 while the 
other series were rising. In 1934, however, there 
was a marked revival in speculative as well as 
general economic activity, which is reflected in the 
marked increase in all the clearing statistics. 

In Japan, bank clearings reached their minim~m 
as early as the first quarter of ~93~. In Ch_ile 
clearings touched their lowest pomt m the third 
quarter of ·1931 and then ros~ rapid~y ~th _the 
expansion of central bank credit and nse ~ pnces 
and production. The rise from the mm•mum 
(reached in the first qua~ter of 1932) ·.was even 
more striking in Colombia. The mm1mum for 
Australia occurred in the first quarter of 1932 and, 
with the enforcement of the Premiers' Plan, 
clearings rose rapidly _during the re~aind.er of the 
year. The .increase m ?ank cleanngs m South 
Africa was very marked m 1933 and 1934· Bank 
debits in both Canada and the United States 
touched their low points in the first quarter of 
1933 ; the subsequent rise is very ~uch more 
striking for Canada than for the Un1ted. S~ate.>. 
For the United Kingdom and Sweden, the mmrmum 
(in relation to the corresponding quarter of 1929) 
was not attained until the last quarter of 1933, but 
the decline in that year was relatively moderate, 
particularly in the Unit~ Kingd?m. The OI_JlY 
countries where bank cleanngs contmued to dechne 
in 1934 and did not reach their minimum over the 
period considered until that year ar~ Fran.ce 1

, 

Switzerland, Italy and the Netherlands; m Belgmm, 
the other country of the gold bloc included .in 
Table VIII, the minimum was reached in the last 
quarter of 1933. Of these countries, the continued 
pressure of deflation .d~ring 1934 is most. marked 
in the clearings statistics of France, SWitzerland 
arid the Netherlands. The Italian figures were, 
on the whole, higher than in 1933 - partly the 
result, no doubt, of the considerable public works 
expenditure -and those of Belgium show a fairly 
well-marked tendency to rise in the latter part of 
the year. 

The total volume of financial transactions, as 
measured in Table VIII, was higher in the last 
quarter of 1934 than in the last quarter of 1929 in 
five of the sixteen countries included - South 
Africa, Colombia, Chile, Finland and Japan ; in the 
United Kingdom, country clearings were nearly 
95 per cent of their 1929level ; in Australia, Sweden 
and Germany, clearings were Bo-90 per cent of that 
level ; and in Canada (bank debits) and Italy, 
75 per cent. In France and Belgium, clearings 
in the last quarter of 1934 were only 6o per cent 
of their level in the corresponding quarter of 1929, 
and in Switzerland, the United States (bank debits) 
and the Netherlands, as little as 4o-5o per cent. 

••• 
In Section IV of this Introduction, reference was. 

made to the effect which the reduced activity of 
bank deposits during the depression had in 
diminishing the flow of the income stream. For the 

1 Tbe figures for Fran.;., are those of the C4""'"'' do c0t11pt11sali.,. tl•s ba,.qw;,., do Paris and their movement is 
influenced by atock-excbange tranlactio01. In recent yean, however, the level of the latter has been low and commercial 
tr&DUCI iona have increased in relative importance. 
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United States, a fairly re~ed measure of the 
changes in the velocity of circulation of demand 
deposits in New York City and elsewhere is 
computed by the Federal Reserve Bank of New 
York. These indices, which are based on the 
period 1919-1925 and corrected for seasonal 
fluctuation, are shown in Diagram XX below. 

Diagram XX. 

VELOCITY OF CIRCULATION OF DEMAND DEPOSITS 
IN THE UNITED STATES. 

A New York City. B Elsewhere. 
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The downward trend in the activity of bank 
deposits between 1930 and the end of 1932, as 
n:flected in these indices, was sharper in New York 
C1ty than elsewhere. The revival in economic and 
speculative activity in the spring and summer of 
1933 was accompanied by a well-marked increase in 
the velocity of circulation of demand deposits, but 
from August 1933 to the end of 1934 the trend of 
~elocity was-apart from a short-lived interruption 
m the first months of the Ia tter year - again 
downward. In October 1934. the activity of 
demand deposits outside New York City reached 
the lowest level recorded in the course of the 
depression. 

No such refined measures of velocity are available 
fof other countries, but it is possible to compute 
rough indices by comparing the variations in 
demand deposits with the variations in bank 
clearings or bank debits. This has been done for 
~ number of countries and the results ' are given 
m Table IX below. The figures there shown 
express the ratio of bank clearings to current· 
account deposits in each quarter since 1930 as a 
percentage of this ratio in the corresponding 
quarter of 1929. 

Table q:, -. RoUGH INDICES OF VELOCITY OF CIRCULATION OF DEMAND D1POSITS, 1930·1934· 

(Corresponding quarter of 1929 - 100.) 

..... 1931 

Quart« I II. Ill IV I II Ill IV - - - - - - - -
Au,tralia - . . 103 103 97 lo6 109 109 97 8q 
Canada . . 83 96 90 90 79 87 78 81 
France . 117 116 96 92 JOJ 97 7J 63 
Gennany ·• - - . 95 83 91 87 8q 8q 46 55 
Japan. - Bt 83 94 97 72 79 94 J03 
South Africa • • • J09 J04 Jo6 JOI 99 97 JOI J02 
United Kingdom • 103 97 93 87 89 87 88 95 

For most countries, the trend of these indices was 
downward in 1930 and 1931. On account of the 
qualification to which the computations are subject, 
it would be dangerous to make comparisons of the 
degree of decline in the activity of bank deposits in 
different countries. In the latter part of 1932 or in 
1933. most of the series show an increase ; in Japan, 
the turning-point seems to have come at the 
beginning of 1931 and in Australia at the beginning 
of 1932. The net revival of activity of bank 
deposits from the low point reached in the course 
of the depression up to the latter part of 1934 
would appear, on the whole, to have been less 
marked in France 1 than in most other countries. 
In the United Kingdom 1, the recovery in economic 
activity which took place in 1933 and 1934 was 

19]S 19).1 .... 
I II Ill IV I II Ill IV I II Ill IV - - - - - - - -- - - - -
70 ~t too JOB 97 101 JOO JOO ~7 IOJ 94 91 
69 78 85 85 71 88 110 ., 8b 90 9~ tot 
69 65 49 59 77 74 67 78 9t 70 56 66 
62 49 51 51 57 5• 57 59 64 5<1 64 6) 
95 98 J05 121 J04 Jo6 J41 

··~ 
10<) Jo_, Jib 12) 

JO' 94 JOI 9M 12] 90 94 7b 8H 91 94 84 
JOt 94 87 .. 83 It 84 76 9J 91 9t 87 

accompanied, by and large (particularly in 1934), 
by a tendency for current accounts to be checked 
against more freely, which more than compensated 
the decline in the absolute amount of deposits. 

In considering these velocity indice•, it is 
necessary to bear in mind that they are based on 
current accounts only and do not take into 
consideration the changing proportion of current 
accounts to total deposits. It has been ahown in 
a previous section that in certain countries- such, 
for example, as Sweden - a marked shift has 
recently taken place from deposit accounta to 
current accounts. This ahift does not necessarily 
result in a rise in the velocity of circulation of 
current accounts as a whole, but it clearly reflects 
a more active use of funds. 

l It is necessary to emphasise the very rough and approximate nature of theoe ligureo. There are oeveralaourc:eo of 
. poosible error. such u incompleteness of the depooit ligureo. changeo in the ptoportion of chequeo clear•d. to chequeo 
dmwn. changes in the ptoportion of the clearings which arioe from cbequeo dtawn on tbe partacular dopooau included 
in making the computations. etc. The ligureo are therefore preoented only u very rough appr01umataona and make 
no claim to indicating anything more than the changeo in direction and not in degree. 

· I See footnote •. page :aa.vm. 
• The velocity index for the United Kingdom ia hued upon a combination of country and ptovincial clearings. 
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Table IX above measures roughly the ;variations 
in the " transactions " velocity of current accounts; 
in this velocity, any act of spending has equal 
weight in the final result. Fr~m cert~.in poil_lts 
of view, interest attaches to the "mcome veloc1ty 
of money - that is, the rate of turnover 
of money against final incomes (wages, dividends, 
rents, interest payments, etc.) and not against 
intermediate transactions. This velocity can be 
measured by comparing the national income of a 
country during any year with the total money 
supply available ; the multiple which the former 
constitutes of the latter shows the number of times 
in the course of the year that money turned over 
against final income. 

Some rough calculations of this multiple are made 
below. 

Total Estimated 
National income 
income • money velocity supply of money 

U.S.A. 1929 83,000 27,400 > 3 
(Sooo,ooo's) • . 1932 39.300 21,2SO < 2 
U.K. 1929 4,000 1,500 ~.l .. 
(£ooo,ooo's) • . 1932 3.380 1.425 2.!. 

' France 1929 245.000 125.500 < 2 
(lr. ooo,ooo's) 1932 2o6,ooo 143.750 1i 

• Sources : U.S. A. - Department ot Commerce (income 
produced). 

U.K. -Clark ·The National Income (1932 ); 
Econo,.ic JourKaJ, June 1933. 

France - Revw ll' .Scono"'ie politiqu•. May
June 1934. 

Their purpose is simply to illustrate the 
general magnitude of the figures for certain 
countries and the nature of the changes which 
took place in the course of the depression. The 
statistics for national income are estimates derived 

from the sources indicated. Those for the total 
monetary supply are taken from Table I above ; 
for the United Kingdom and France, the figures 
shown for 1929 are averages of end of 1928 and 
end of 1929, and those shown for 1932 are averages 
of end of 1931 and end of 1932 ; for the United 
States, the figures relate to the end of June. 

In 1929, the total monetary supply of the United 
States would appear to have turned over against 
income produced slightly more than three times ; 
in 1932, it turned over less than twice. Stated in 
another way, this means that the average length 
of the period which elapsed before the available 
money supply was paid out as income rose from 
about four months in 1929 to over six months in 
1932. In itself, and abstracting from any parallel 
changes in the total quantity of money available, 
this decline in the income velocity of money is 
sufficient to account for a decline in money incomes 
by a .third between 1929 and 19J2. . 

The decline in the income velocity of money does 
not appear to have been so marked in the United 
Kingdom, though there too the influence of this 
factor in reducing incomes is clear. The total 
quantity of money available was only 5 per cent 
lower in 1932 than in 1929, while the estimates of 
national income reproduced above show a decline 
of 15 per cent. 

In France, money appears to have turned over 
against income less frequently in 1929 than in the 
other two countries. This evidently reflects the 
habit of holding savings in the form of banknotes, 
which, of course, became much more common in 
the course of the depression. In 1929, the total 
monetary supply of France became income, on 
an average, once every six months ; by 1932, this 
period had been lengthened to once every eight 
months. 

VIII. Interest Rates~ 

The collapse of the boom in 1929 was followed in 
most countries by a rapid fall in money rates ; and, 
as long-term interest yields declined much more 
slowly, the discrepancy between the two - which· 
has been relatively small in 1929 1 - was 
considerably increased. For an important group 
of countries - such as Germany, Sweden, the 
United Kingdom and the United States - this 
movement was interrupted by a rise of short-term 
rates during the financial crisis of 1931, but was, 
on the whole, continued in the subsequent years. 
Certain countries, such as France, the Netherlands 
and Switzerland, were much less affected by the 
repercussions of the crisis of 1931 ; for them, 1931 
and 1932 were years of relatively cheap money. 
This was due partly to repatriation of short-term 
funds, but also, in large part, to the flight of capital 

to these countries from Central and Eastern 
Europe, which was reflected in the high money 
rates of, for example, Germany, Czechoslovakia and 
Hungary in 1931-32. 

Table X shows the existence from 1932 onwards, 
of a considerable spread between short-term money · 
rates and long-term interest yields in the countries 
included, with the exception of Italy, Japan and 
Poland. In the countries in which the spread 
had been suddenly narrowed in the second half of 
1931 and the first part of 1932 by the tigh~ning 
of the short-term capital markets, money rates 
quickly resumed their downward trend, falling 
even substantially below the levels of 1930. As 
long-term rates declined much more slowly, the 
discrepancy between the two types of rates was 
considerably widened in these countries, while in 

1 
In certain countrieo, indeed, such aa the United States and th• United Kingdom short-term money rates were in 

1929 octually higher than long-term int~st rates. ' . 
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the others the spread which had developed in 
1930-I932 was, on the whole, maintained. 

In the latter part of the period considered, the 
spread showed a slight tendency to contract in 
Belgium, Czechoslovakia, Germany and the 
Netherlands. In France, the spread was 
temporarily reduced in the last quarter of 1933 and 
in the first quarter of 1934, mainly by a sharp rise 
of money rates.. In the United Kingdom, the 
difference between short- and long-term interest 
rates, which was reduced in the second half of 
1933 by a rise of money rates, has since been 
approximately maintained by a roughly parallel 
downward tendency of both rates. 

Besides the discrepancy between long- and short
term interest rates, the spread between the yield of 
Government bonds and that of private industrial 
bonds also deserves consideration. Government 
bonds being in general of a " gilt-edged " character, 
their actual percentage yield is, as a rule, more 
representative of the " pure " long-term rate of 
interest than the yield of private industrial bonds, 
in which the " risk-premium " plays a greater 
part. Owing to the general financial difficulties, 
business failures, etc., characteristic of a depression, 
the margin between the yield of Government 
securities and that of private industrial bonds may 
then be expected to be relatively wide ; while, in a 
period of economic recovery, the improvement of 
business and the increasing willingness of the 
investor to take risks will tend to reduce that 
margin. In France, the margin has shown a 
tendency to increase : in 1934, the yield of 
miscellaneous bonds 1, as shown in Table X, stood 
on the average about 1-5 points higher than the 
Government bond yield quoted, as compared with 
an average difference of only 0.22 in 1931. In 
the United States, on the other hand, the 
discrepancy between the two long-term rates shown 
in Table X has been reduced since 1932, particularly 
during 1934. The same is true of the United 
Kingdom, as is shown by the following statement 
of the yields on new issues on the London capital 
market • : 

Average yield A v•rage yield 
Average yi~ld on on all new on new issues 

Government of industrial new issues of 
loans debentures preferences shares 

% % % 

19]1. s.oo 6.33 6.so 
1932. 3·7• 5-44 6.32 
1933· . 3·14 4-58 5·•8 
1934· . 3-14 4·48 s.oo 

The sharp fall of Government bond yields in the 
U!lited Kingdom in 1932 is, of course, connected 
With the. Gov~ment conversion operation which 
was carried out m that year with the assistance of 

the discount and open-market policy of the Bank 
of England ; the reduction in the }ield on private 
issues, on the other hand, is seen to have taken 
place mainly in the following year and to have 
continued in 1934· 

The fact that, in general, only Government 
securities are used for open-market operations,. 
probably has important effects on the relative · 
movement of public and private bond yields. If 
a central bank embarks upon a policy of open
market purchases of Government bonds - as · 
happened, for example, in Denmark and the 
United Kingdom in 1932 - the prices of these 
securities cannot fail to be directly affected. The 
increase in the cash reserves of the commercial 
banks resulting from these operations may give 
rise - and in the case of the United Kingdom 
actually did give rise - to purchases of Govern
ment securities bt them, so that the impact of the 
original open-market purchases on the prices of 
these securities is magnified. The immediate 
effect of open-market operations is therefore to 
widen the spread between the actual percentage 
yield of Government securities and that of private 
industrial bonds, and the downward movement of 
industrial bond yields tends to lag behind the fall 
in the yield of Government securities. This lag 
is apparent in the above statement referring to 
the United Kingdom, and the effects of the 
extensive open-market operations carried out in 
the United States in 1932 and 1933 on the relative 
movement of the two types of long-term interest 
yields may be seen from the figures quoted for the 
United States in Table X. In that country, their 
principal effect, however, was felt in the short-term 
money market, as the banks used a large part of the 
expansion of central bank credit merely to repay 
indebtedness and increase their cash reserves. 

In studying Table X, it should be distinctly 
understood that the rates given are primarily 
intended to illustrate the trend in each country 
and are not strictly comparable as between different 
countries. The bond yields and money rates quoted 
are not in every case representative of the price of 
capital in the various countries, depending as they 
do on · the particular type and character of the 
bonds selected, on the structural peculiarities of the 
different money markets, etc. But, with these 
reservations in mind, the figures can be treated as 
approximately indicative of the level of interest 
rates prevailing in each country and, consequently, 
of international discrepancies in the price of 
capital. Thus it is significant that, for 1931, the 
two lowest annual averages of money rates were 
those of the Netherlands and of Switzerland, while 
for 1934 it was the United States and the United 
Kingdom which had the cheapest average money 
rates. On the basis of the annual averages of bond 

: ~-3~TF~ch bondt include 19i nduttrial, 2 agricultural, 12 railway bondt, and 2 Government aecuritiea. 
,........, · - E<OII-ul, Fetru&J y 2nd, 1935. 
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yields in 1934, the countries included in the table 
stand in the following (ascending) order witb 
respect to their long-term interest rates in that 
year: United Kingdom, United States, Sweden (3.o8 
to 3·47 per cent) ; Belgium, Switzerland, Italy, 
France, Netherlands (4.o8 to 4.48 per cent) ; 
Japan (4.53 per cent) ; Czechoslovakia, Germany, 
Poland, Hungary (5.84 to 12.22 per cent). 
Accordingly, the lowest rates of interest are to be 
found in creditor countries which have depreciated 
their currencies. A second group is formed by the 
creditor countries adhering to the gold standard. 
Japan (and certain South-American countries 
mentioned below) may perhaps be taken as 
representing the overseas debtor countries where 
measures of monetary expansion have been taken 
in recent years. Lastly, there is the conspicuous 
group of the debtor countries of Central and Eastern 
Europe, where long-term interest rates - though 
declining in the years 1932-1934 - still ruled at 
an abnormally high level in 1934. 

Taking the first group mentioned above, the 
table shows an almost continuous decline of the 
quarterly averages of Government bond yields in 
the United States, the United Kingdom and 
Sweden during the period 1932-1934. Money rates 
in these countries, after a sharp fall of 2 to 36 points 
in 1932, show a less regular movement, thougl: 
with a distinctly downward trend. The decline 
in Treasury bill rates has been even more 
pronounced. In the United States, in spite of 
the fact that the total of Treasury bills outstanding 
has increased in recent years, the interest yield 
on Treasury bills had steadily declined, falling 
actually to zero in the second half of 1934· In the 
United Kingdom, the volume of Treasury bills has 
been gradually reduced since 1932, and rates 
showed a marked downward tendency until the 
third quarter of 1933. An informal agreement 
entered into by the clearing banks in September 
of that year not to bid for bills below a certain 
minimum rate broke down in September 1934, and 
in January 1935 the average tender rate fell to a 
record low level of 0.2 per cent. In the following 
month, the banks, which in November 1934 had 
lowered their call loan rate on Treasury bills (which 
has remained fixed at I per cent since 1932) to 
0.5 per cent, agreed not themselves to bid for 
Treasury bills below that rate. In the case of 
Sweden, the short-term rate shown in the table 
(discount rate on commercial paper): which 
remained unchanged at 2.5 per cent m 1934, 
appears to be controlled by the banks and hardly 
reflects the growing abundance of short-term funds 
in Sweden in that year. Thus, in November and 
December 1934, two issues (of 15 million kronor 
each) of Treasury bills were placed at an average 
discount rate of 0.47 and o.6o per cent respectively. 

An important factor which has contributed to 
the lowering of long-term interest rates in these 
countries is the cessation of capital exports. This 

cessation has in certain cases been rendered more 
absolute by official restrictions on foreign lending. 
On the London capital market, no such restrictions 
exist for overseas conversion issues ; and the 
volume of conversion issues for overseas account 
was, in fact, considerable during the years 1933-
1934 (though outside the J'lritish Empire only a 
few debtor countries- for example, the Ar~:entine, 
Austria and Norway - have gained relief in this 
way). These conversion operations have doubtless 
been facilitated by the cessation of new foreign 
issues ; in other words, the immobility of capital has 
tended to reduce interest charges on the past bor
rowings of debtor countries. It is clear, however, 
that such conversion loans neither alleviate the 
scarcity of capital in the debtor countries nor 
restrict the available ~upplies of capital fund.• on 
the London market ; they do not, therefore, affect 
the existing discrepancies of the market rates of 
interest as between the two groups of countries. 

Probably also the exceptionally low level of 
money rates in the countries in question is partly 
due to the restricted international mobility of 
short-term funds. Such short-term capital move
ments as have taken place in recent years have 
been determined probably more by considerations 
of risks of loss than of hopes of profit and have 
tended to accentuate rather than to remove the 
discrepancies between the market rates of different 
countries. 

In the case particularly of the London money 
market - which in normal times employs a 
considerable part of its resources in the fmancing 
of interna tiona! trade- another factor contributing 
to the cheapness of short-term money has un· 
doubtedly been the reduced volume of world trade. 

It may further be noted that, in the group of 
countries here represented by Sweden, the United 
Kingdom and the United States, the currency 
depreciation itself has, in some degree, had a direct 
effect contributing to the fall in interest rates. 
The external under-valuation of the currencies in 
question gave rise to a premium on exports and, as 
the resulting surplus of the balance of payments 
was covered by the import of gold or by the 
accumulation of foreign a.•sets by the central banks, 
led to an increase of the basis of the domestic 
credit structure . 

. On the other hand, the losses of gold by the 
group of countries adhering to the gold standard 
to the countries with depreciated exchanges have, 
by withdrawing domestic means of payment from 
circulation, constantly tended to tighten money 
rates in the gold bloc. 

A further general explanation of the irregular 
movement of interest rates in the gold-bloc coun· 
tries must be sought in the comparatively large 
Government borrowings in these countries during 
recent years. The deflationary policy necessitated 
by their adherence to the gold standard exprt!!sed 
itself in a progressive decline in income!!, prices 
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1934 the price deflation was most vigorous in 
France. The wholesale price index of the latter 
country was more than 15 per cent lower in 
December 1934 than a year earlier. In the other 
gold-standard countries, prices fell considerably less 
in 1934 than in France. Within this group, the 
net decline from the end of 1932 to the end of 
1934 appears to have been least in Switzerland. 

Table XII.- PERCENTAGE CHANGE IN WHOLESALE 

PRICE INDICES IN TI!RMS OF GoLD. 

CoUDiry 19]0 19]1 19]J 1915 19!4 
---- ---- -

U.S.A. -15 -13 -S -oS ± 0 
United Kingdom. -17 -n -6 ± 0 -8 
France . -9 -18 -7 -· -15 
Canada. -19 -26 -] -21 -4 
Japan . -22 -IS -41 -9 -10 
China -28 - I -25 ± 0 -6 
Belgium . -17 -16 -9 -8 -5 
Italy . -19 -12 -S -S + I 
Sweden. -1~ -34 -6 -4 -~ 
Australia . . -26 -]9 -7 + 5 -9 

Even in the countries where prices rose in 1933 
and 1934 in terms of national currency, they 
continued, as a rule, to decline in terms of gold. 
This is brought out in Table XII, which shows for 
ten countries the annual (December-to- December) 
percentage changes in the level of gold prices of 
commodities at wholesale (as shown in italics in 
Table XI, for each year since 1930. 
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Year 
llonlb 

1929 Av. 
JQ)O •• 
1931 .. 
1932 •• 
1933 .. 
1934 .. 
1929 Ill 

VI 
IX 
XII· 

1930 Ill 
VI 
IX 
XII 

1931 Ill 
VI 
IX 
XII 

1932 lll 
VI 
IX 
XII 

1933 Ill 
VI 
IX 
XII 

1934 Ill 
VI 
IX 
XII 

Year 
ll0111b 

1929 Av. 
1930 .. 
1931 .. 
193:Z .. 
1933 .. 
1934 .. 
1929 Ill 

VI 
IX 
XII 

1930 lll 
VI 
IX 
XII 

1931 lll 
VI 
IX 
XII 

1932 lll 
VI 
IX 
XII 

1933 Ill 
VI 
IX 
XII 

1934 III 
VI 
IX 
XII 

Perhaps the most striking and immediately 
significan tfigure in Table XII on page LVII is the fall 
of 15 per cent in gold prices in France during 1934. 
This large contraction of prices in France and the 
slighter fall in the paper countries shows that some 
progress was achieved in the course of this 
year towards an improved international price 
equilibrium. Further reference is made to this 
point in Section XI below. 

The sharpest falls in gold prices occurred, as is 
shown in in Table XII, the years of the most 
marked currency depreciation : 1931 in the "ster
ling " countries, 1932 in Japan, and 1933 in the 
" dollar " countries. In 1933. the greatest pressure 
on gold prices came from the latter group ; gold 
prices in the United Kingdom showed no net 
change and there was no definite trend in other 
parts of the sterling area ; while they continued 
to fall in most " gold " countries. In 1934, it 
would appear that the United States exerted no 
fresh downward pressure on gold prices and the 
fall in prices in France was, for the first time, 
greater than the decline in gold prices in the 
United Kingdom and Japan. During the last six 
months of the. year the trend of gold prices, as 
shown in Table XI, was very stable in the United 
Kingdom and Japan as well as almost all other 
countries. 

Diagram XXII on page LX shows the net change 
which took place in the wholesale price levels of 
thirty-three countries between 1928 and the end 
of 1934. For each country the full bar represents 
the percentage "1'1 hich wholesale prices in terms of 
na tiona! currencies were of their I 928 level in 
December 1934· For the countries which maintained 
the gold standard in ,unrestricted operation at the 
end of 1934, this full bar ii shown in black. For· 
countries whose currencies were depreciated in 
relation to gold, the part shown in black represents 
thepercentagewhich "gold'' prices -takingaccount,· 
that is, of the depreciation of the currency - were 
of their · 1928 levet · For the countries whose 
currencies were officially maintained at par but 
exchange transactions subjected to restrictions, the 
full bar is hatched. . 

The countries are arranged in descending order 
of the percentage which the gold price level at the 
end of 1934 constituted of the 1928 level. For the 
purpose of this order, the currencies which have 
been officially maintained ·at ·par are regarded as 
having their full gold value. 

In terms of gold, the general level of wholesale 
prices at the end of 1934 ranged from as much as 
72 per cent of the 1928 level. in Germany to as 
little as 28 per cent in Japan. Apart from Japan, 
the level of gold prices at the end of 1934 was 
lowest in Chile 1, the Argentine 1 and India -
about 37 per cent of the 1928 level in all cases. 
In practically all other countries with depreciated 

I Oo the basis of .. free .. ro tes of exchange. 
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currencies, gold prices ranged from 40 to 50 per 
cent of their 1928 level at the end of 1934 (45 per 
cent in the United Kingdom and 47 per cent in the 
United States) ; in the full gold-standard countries, 
they ranged, in general, from 50 to 6o per cent of 
their 1928level (57 per cent in Italy and as much as 
61 per cent in Switzerland) ; and in the countries 
whose currency had been controlled, including 
Austria, Yugoslavia and Czechoslovakia, which 
have officially recognised the depreciation of their 
currencies, gold prices ranged from about 6o to 72 
per cent of their I 928 level. 

Diagram XXII. 

INDICES OF WHOLESALE PRICES IN DECEMBER 1934 

AS PERCENTAGE OF 1928. 

A Gold. • National currency. 

A-

In terms of national currency, wholesale price 
indices at the end of 1934 ranged from about half 
the 1928 level in the Netherlands to almost double 
that level in Chile. In Greece, Spain, Argentine, 
China and Peru, wholesale prices were either higher 
or not appreciably lower than in 1928, while in all 
other countries included in the diagram they were 
considerably lower. 

An examination of Table XIII on pages LVIII 

and LIX will show that, in terms of national 
currency, the decline in cost-of-living indices from 
the average 1928 level to the lowest point reached 
in the depression ranges from 2 per cent in the 
case of France 1 to 40 per cent in Yugoslavia. 1n 
most other countries, the cost of living was, at its 
lowest point, 15-25 per cent below 1928 ; in the 
United States and Japan, it was about 30 per cent 
lower. In terms of national currency, the cost of 
living fell by 35 per cent or more between rgz8 and 
the lowest point of the depression in only four 
countries - namely, Yugoslavia, Poland, India 
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8 0 1CO and Bulgaria - in all of which the prices of food
stuffs are chiefly determined by world market con
ditions ; the wholesale price indices of fifteen 
countries fell by 35 per cent or more. In seven
teen countries, the cost of living fell by 20 per 
cent or less ; in only six countries did wholesale 
prices fall so little. 
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The relative rigidity of the cost of living is 
apparent, not only in a downward, but also in an 
upward, direction. Of twenty-five countries 
included in Tables XI and XIII in which wholesale 
prices reached their lowest point some time before 
the end of 1934 and then reversed their movement, 
the cost of living continued to fall or rEmained 
steady - in spite of the rise in wholesale prices -
for at least six months in fourteen cases, and in 
many others the lag, though smaller, was 
considerable. In most countries the cost of living 
showed no signs of rising until wholesale prices had 
risen by 10-15 per cent. 

Even when the turning-points of the two indices 
occurred simultaneously, the cost of living rose 
very . much less than wholesale prices. The 
f?llo~mg statement, showing the net percentage 
nse m the cost of living of certain countries in 
terms of national currency from the lowest point 

, • l J 

1 In France, the cost of living rose steadily during 1919 
and 1930, when the indices in most other countries were 
falling. The l~galstabilisationof the franc in 1928 took place 
at a le':el whtch left the cost of living and general level of 
w~ges m France at a relatively low level in comparison both 
Wtth the rest of the world and with the internal level of 
wholesale prices. In subsequent years there was an upward 
pressure on wages and the cost of living, which raised the 
Ia tter 15 per cen~ above its 1928 average by the end of 1930. 
By 19] I, the dtscrepancy between values in France and 
elsewhere appears to have been eliminated and a downward 
pressure on prices was felt in that country. Between the 
end of 1930 and the end of 1934, the cost-of-living index 

100 fell by 15 per cent. 
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reached to the end of 1934, may be compared with 
the corresponding statement given on page LV 
above for wholesale prices : 

Chile. • • • • • • 
Japan • • • ••• 
U.S.A.. . •••• 
Denmark ..•• 
United Kingdom . 
Germany .•••. 
South Africa • • . 

% 
45" 
16 
13 
10 

5 
5 
3 

• To October 1934. 

Australia. 
Canada •. 
Peru ••• 
Norway •. 
Sweden •••• 
Czechoslovakia • 

~'o 
3 
3 
3 
3 
1 

0 

In terms of gold, the cost of living in the thirty
two countries included in Table XIII ranged, at 
the end of 1934, from only slightly more than 

25 per cent of the 1928 level in Japan and Chile 1 

to 97 per cent of that level in France. The cost 
of living in the great bulk of the countries with 
fluctuating currencies was, in terms of gold, 
between 45 and 55 per cent of the 1928 level. In 
the agricultural exporting countries of Central and 
South-Eastern Europe which adhered to the gold 
standard, the cost of living was 6o to 75 per cent 
of its 1928 level; while in the industrialised members 
of the gold bloc (and in Germany), where the cost 
of foodstuffs was generally maintained relatively 
high through agricultural protection, the net 
change in the cost of living from 1928 to the end of 
1934 ranged from practically no decline in France 
to a fall of only 20 per cent in Switzerland. 

X. Exchange Rates. 

A cross-section picture of the currency situation 
of the world at the end of 1934 is given in 
Diagram XXIII, which shows the percentages 
which the gold values of the currencies of fifty 
countries were of their mint parities 1• The first 
six countries France, . Switzerland, the 
Netherlands, Belgium, Poland and Lithuania -
maintained the gold· standard in full and 
unrestricted operation at the date mentioned ; their 
currencies cauld be freely negotiated in the money 
markets of the .world at gold parity, To these 
might be added the Free City of Danzig, the 
Netherlands Indies and other colonies of countries 
remaining on gold. Another group of countries is 
shown · in the diagram as having currencies 
equivalent in value - or very nearly so - to full 
gold parity- namely, Italy, Germany, Hungary, 
Latvia, Roumania, Turkey and Bulgaria. These are 
shown cross-hatched instead of in the black used 
for those previously mentioned, because transactions 
were at the end of 1934 subject to official control, 
and in certain cases the parity quotation was 
nominal. ·,. 

The currencies of all other countries were more 
or less depreciated in relation to their gold parities 
at the end of 1934, but not all of them were 
completely " free " in the sense of there being no 
official regulation or control. In Czechoslovakia, 
most of the exchange restrictions imposed since 
September 1931 were maintained after the devalua
tion of the crown in 'February 1934. In Denmark, 
the exchange control instituted in October 
1931 was still in force at the end of 1934, 
and in Japan some control continued to be exercised 

through the Capital Flight Prevention Law, which 
came into operation in July 1932. In Austria, 
the relaxation Of exchange control had been 
virtually completed as concerns merchandise 

·transactions, but restrictions on capital movements · 
remained. In Yugoslavia, most of the restrictions 
imposed in October 1931 were maintained after the 
depreciation of the ·currency had been officially 
recognised in October 1932. Exchange transac
tions in most South-American countries were 
subject to some restrictions at the end of 1934, 
although considerable progress had been made 
towards the relaxation of control during that 
year 1• 

Of the fifty countries included in Diagram XXIII, 
the exchanges of six were effectively at par, those 
of seven were officially maintained at or near par 
and subjected to more or less rigid control, and 
those. of thirty-seven were depreciated in relation 
to their gold parities. The median currenciet of 
the fifty were the Canadian dollar and the South
African pound, both depreciated by 40 per cent, 
and the median of the thirty-seven depreciated 
currencies was the Norwegian crown, with a 
depreciation of 45 per cent. Of the depreciated 
currencies, only two - the Czechoslovak crown 
and the Venezuelan bolivar - were quoted at a 
discount of less than 20 per cent. Czechoslovakia 
provides the only example of redefinition of the 
gold content of a currency without any intervening 
period of fluctuation : on February 17th, 1934, the 
gold content of the crown was reduced from 0.04458 
to 0.03719 gramme of fine gold, representing a 
devaluation of 16.66 per cent. 

1 On the basis of the free rate of exchange fnr South-Am.,.ican countriea.--
1 The currencies of China, wbich was on a silver standard, and Turkey and Iran, which did not re-establish a mint 

parity after the war, are shown as percentages of their average 1929 gold value1. 
I Diagram XXIII is based on free market quotations for the South-American currencies fnr which theae have been 

available (Argentine, Brazil, Chile and Ecuador). 
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Diagram XXIII. 

ExcHANGE RATES, DECEMBER 1934. 

In two other cases - namely, Austria and 
Yugoslavia - the depreciation was between 20 

and 25 per cent. In Austria, the year 1933 
witnessed a gradual relaxation of the exchange 
control instituted in 1931 and intensified in 1932, 
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and the process of relaxation was carried further in 
1934. Gradu3;lly, all commo?ity transactions .with 
foreign countnes were negotiated through pnvate 
clearing agreements in which the unofficial rates 
which had come into being with the institution of 
control were applied. The short-term debt of the 
Creditanstalt was consolidated, and the other 
Viennese banks, through private arrangements 
with their creditors, paid off so high a proportion 
of the outstanding credits subject to standstill 
agreement that it was possible to terminate this 
agreement and resume normal arrangements on 
December 1oth, 1934· On April 30th, 1934, the 
Austrian National Bank wrote up its gold to 
correspond to a relation of 0.16667 gramme of 
fine gold to the Schilling, as compared with the 
previous o.2II7 gramme, thus implying a devalua
tion of 21.3 per cent. 

In Yugoslavia, where the exchange control 
instituted in October 1931 was maintained, a black 
market in foreign currencies developed (as in other 
countries in similar conditions) in which the dinar 
was quoted at a substantial discount below its 
gold parity. This depreciation was officially 
recognised in October 1932, when the National 
Bank fixed a premium of 20 per cent in respect of 
all transactions with countries with which 
Yugoslavia had not concluded clearing agreements. 
On january 2nd, 1933, this rate was raised to . 
28! per cent and applied to all transactions 
including those covered by clearing agreements. 

The remaining currencies were depreciated by 
40 per cent or more at the end of 1934. Seventeen 
were depreciated between 40 and 50 per cent and 
sixteen by more than 50 per cent. The first group 
includes the pound sterling and most of the 
currencies directly or indirectly linked to it, and the 
American dollar and the currencies directly 
dependent upon it. The second group includes the 
three members of the sterling bloc whose currencies 
have depreciated most (Australia, New Zealand and 
Denmark), nine Latin-American countries {that is, 
all except Venezuela, which is referred to below, 
and Guatemala and Cuba, which are directly 
linked to the American dollar) and japan, Iran, 
Spain, Greece, and China. The depreciation of 
the yen, over 65 per cent, was greater than that 
of the currency of any other country of major 
industrial importance. 

The average monthly variation~ in the gold value 
of the principal depreciated currencies from the 
month of their original depreciation to the end of 
1934 are set out in Table XIV. The minimum 
quotations for each currency over the whole period 
are printed in heavy type. 
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Diagram XXIII. 
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and the process of relaxation was carried further in 
1934. Gradu3;lly, all commo?ity transactions .with 
foreign countnes were negotiated through pnvate 
clearing agreements in which the unofficial rates 
which had come into being with the institution of 
control were applied. The short-term debt of the 
Creditanstalt was consolidated, and the other 
Viennese banks, through private arrangements 
with their creditors, paid off so high a proportion 
of the outstanding credits subject to standstill 
agreement that it was possible to terminate this 
agreement and resume normal arrangements on 
December 1oth, 1934· On April 30th, 1934, the 
Austrian National Bank wrote up its gold to 
correspond to a relation of 0.16667 gramme of 
fine gold to the Schilling, as compared with the 
previous o.2II7 gramme, thus implying a devalua
tion of 21.3 per cent. 

In Yugoslavia, where the exchange control 
instituted in October 1931 was maintained, a black 
market in foreign currencies developed (as in other 
countries in similar conditions) in which the dinar 
was quoted at a substantial discount below its 
gold parity. This depreciation was officially 
recognised in October 1932, when the National 
Bank fixed a premium of 20 per cent in respect of 
all transactions with countries with which 
Yugoslavia had not concluded clearing agreements. 
On january 2nd, 1933, this rate was raised to . 
28! per cent and applied to all transactions 
including those covered by clearing agreements. 

The remaining currencies were depreciated by 
40 per cent or more at the end of 1934. Seventeen 
were depreciated between 40 and 50 per cent and 
sixteen by more than 50 per cent. The first group 
includes the pound sterling and most of the 
currencies directly or indirectly linked to it, and the 
American dollar and the currencies directly 
dependent upon it. The second group includes the 
three members of the sterling bloc whose currencies 
have depreciated most (Australia, New Zealand and 
Denmark), nine Latin-American countries {that is, 
all except Venezuela, which is referred to below, 
and Guatemala and Cuba, which are directly 
linked to the American dollar) and japan, Iran, 
Spain, Greece, and China. The depreciation of 
the yen, over 65 per cent, was greater than that 
of the currency of any other country of major 
industrial importance. 

The average monthly variation~ in the gold value 
of the principal depreciated currencies from the 
month of their original depreciation to the end of 
1934 are set out in Table XIV. The minimum 
quotations for each currency over the whole period 
are printed in heavy type. 
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LXIV INTRODUCTION 

In Table XIV the value of each currency is shown 
as 100 for the last month in which its actual market 
quotation was within 3 per cent of gold parity, and 
quotations in subsequent months are shown as a 
percentage of the par rate. Consequently, the 
order of the countries across the page represents 
the chronological order of currency depreciation 1• 

This order is illuminating. By the beginning of 
1931, the currencies of seven countries - five 
South-American States and Australia and New 
Zealand - were quoted at substantial discounts 
below their gold parities. These countries are 
all producers and exporters of raw materials for 
whom the supply of foreign currencies to meet debt 
payments and import manufactured goods is 
chiefly dependent upon the prices obtained for 
crude products (wool and ox-hides in the case of 
Uruguay, wheat and maize for the Argentine, coffee 
for Brazil, tin for Bolivia, wool and wheat for 
Australia, meat, dairy products and wool for New 
Zealand and crude petroleum for Venezuela) in the 
markets of the world. In 1928, raw-material prices 
on world markets were weak coincidentally with 
the decline in capital exports from the creditor 
countries, and in 1929 and 1930 the weakness 
qegenerated into collapse 1• The adverse effects 
on the balance of payments - which were 
aggravated by the complete stoppage and in certain 
cases reversal of the capital inflow - are reflected 
in the rapid depletion in the gold and currency 
r115erves of these countries shown in Table II 
above. 

The second stage in currency depreciation 
disclosed by Table XIV began with the abandon
ment of the gold standard by the United Kingdom 
on September 2oth, 1931. The drastic fall in 
raw-material prices affected the United Kingdom 
more seriously than most other industrial States 
for two main reasons. In the first place, an 
important item on the credit side of her transactions 
with the rest of the world normally consists of 
interest and dividend receipts on overseas 
investments. These are estimated by the Board of 
Trade to have amounted to £250 million in 1929 or 
enough to pay for nearly 6o per cent of the excess 
of merchandise imports. The bulk of these 
investments are in countries producfug raw 
materials and the fall in prices reduced the income 
derived from them to £170 million in 1931, or only 
40 p~r cent of the excess of merchandise imports 
into the United Kingdom. Secondly, a large share 
of British exports goes directl,y or indirectly to 
countries exporting raw materials, whose ability to 
buy manufactured goods shrank pari passu with 
the fall in the world market prices of their own 

exports. The importance of p~ucers of ra~ 
materials as a market for BntiSh exports 15 

illustrated in the following statement, which shows 
the percentage of the total exports of six major 
exporting countries which went to predominaJttly 
raw-material-exporting countries in 1929 1: . 

% 
United Kingdom. • • 73.8 
United States • • • • 56.9 
Japan • . . • . . • 51.1 

% 
Italy • • • • • • • 42-7 
France • • • • • • • 38.8 
Germany •••••... 37·1 

The third stage in depreciation is marked by the 
fall of the currencies of the countries most 
dependent upon the British market, notably the 
States of Northern Europe and the remaining 
British Dominions. 

In December 1931, Japan - very seriously 
affected by the fall in the price of raw silk on world 
markets - abandoned the gold standard and the 
yen immediately depreciated very heavily; and 
during 1932, most South-American countries which 
had not already done so left the gold standard. 

The abandonment of the gold standard by the 
United States in April 1933 directly affected the 
value of the currency unit of several Central and 
South-American countries whose currency systems 
are directly or indirectly linked to the American 
dollar. 

• • • 
Diagram XXIV below shows the monthly 

fluctuatiol)s in the average gold value of sterling, 
the yen and the American dollar from October 1931 
to Decem~r 1934. The average for each year is 
shown as a straight line. 

The staircases formed by the lines representing 
the annual averages illustrate the persistent 
tendency of fluctuating currencies to decline in 
gold value. The loss of 30 per cent in the gold 
value of the pound up to December 1931 would 
appear to have been principally due to the 
conversion into foreign currencies of balances 
previously held by foreign institutions - including 
central banks - in l-ondon. In the first two 
months of 1932, the pound was fairly stable at 
about $J.SO, but in March the movement of short
term funds ·was reversed and sterling rose to 
within 23 per cent of its gold parity ($J.75) in 
April 1932. In that month the Exchange Equalisa
tion Account was established as a Government 
Department " to prevent undue fluctuations of 
the_ exchanges". It had an original capital 
of £150 million in the form of Treasury bills, plus the 
unused balances of the old dollar exchange fund. The 
Account has not published any statement of its 
operations; certain inferences may, however, be 

1 
That is, the more recent phase of depreciation. The table excludes certain currencies such as the Spanish and the 

Chinese, which were fluctuating in gold value before 1929. ' 
1 

For an analysis of variou~ aspect. of the recent faU in prices, see Reuiew of World PYoduclion, :r929-I93I, pages 84· 
109 :1 World ~oduc11011 1111d py.._,., I925-I932, page~ 78-114; World P•oduclion 11nd Prices, I925-I933. pages Sg-111 . 

. Predommantly raw-IDatenaJ-exportmg countries are here defined as those whose exports of IDanufactured product. 
constituted Ieos than a third of total merchandise exports in 1929, 



lliTRODUO:TION LXV 

Dl~• XXIV. 

STERLING, YEN AND DoLLAR ExcHANGES. 

(Gold parity = 100.) 

:~\ .. , \s ":' 
~\ \ ... eo \'~-=--;:c--f", -..:_\\-~~4~-----j •··· 

: . ~~~..::]1--~......::=::-r.~"-~-:::::._::::os,..-l- :. 

•or-~r----\\-~~------~------~ 
.\.~ ~ 

:f-_.-... --.-+_-. ~-.-•• -.-•• -.-c~c ~ 
1931 1932 1933 1934 

drawn. from other published data. The Account 
began operations Ia te in June ; in this and the 
previous month, the Bank of England acquired 
gold to the extent of £12.5 million and sterling fell. 
The decline in sterling continued during the next 
two months, and further small additions were 
made to the gold reserves of the Bank. After 
remaining fairly stable in the summer of 1932,' the 
pound again fell rather sharply in October and 

. November ; the realisation of foreign balances 
would again appear to be responsible and, according 
to tontemporary statements, the foreign currency 
reserves of the Account were practically exhausted. 
With the development of the American banking 
crisis in the first months of 1933 there was a fresh 
movement of funds into London and, in spite of the 
acquisition of dollars and gold by the Account 1, the 
sterling rate rose to about 70 per cent of its gold 
value in February and remained at that level in 
1\larch and April. The fact that the Account 
prevented a further rise in sterling and acquired 
gold currencies in doing so is indica ted in the rise 
in the Bank of England's gold holdings by £6o 
million (old mint parity) between January and 
April. In the six months after the depreciation of 
the dollar, the gold value of the pound fell from 
70 to 65 per cent of parity, and the dollar rate rose 
from $3.43 in 1\larch to $4.66 in September. The 
continued activity of the Account is suggested by 
the fact that, in spite of the £30. million credit 
arranged in London for the French Government, 
the gold stocks of the Bank of England were 
£<} million higher in September than in April. In 
the last quarter of the year, however, an inflow of 
funds from France brought about a rise in the 
sterling rate and, at the end of 1933, the gold value 
of sterling was only slightly lower than at the end 

of I9Jl. The gold value of sterling fell fairly 
con~in~ously during the greater part of 1934, 
beginmng the year with a franc rate of 85 to the 
pound and ending it with a rate of 75· The 
decline was s~~~t in January and February, 
when the stabilisation 9f the dollar at a relatively 
low level resulted in a flow of funds to that country 
~nd the use of American and other foreign balances 
m London to buy gold to send t!l the United 
States. It would appear that the persistent 
tendency for the dollar to rise from the low level at 
which it was stabilised in January 193-4 resulted in 
a general rise in the gold currencies which is 
reflected in a fall in the gold value of sterling. It 
is generally understood that, during 1934, the 
Account supported sterling by scllinl( a lar.:e part 
of its foreign assets, particularly alter the first 
quarter ; but, as stated above, no details rt-gnrding 
its operations are a vailuble. 

Within a year alter Japan ldt the gold standard 
in December 1931, the external value of the yen 
had fallen by nearly oo per cent. The efil'Cts of 
the very sharp fall in silk prices on world markets 
were aggravated by exports of capital from Japan, 
which took the form, for the most part, of the 
repurchase of Japanese bonds at low prices in 
London, Some attempt was made to mitigate 
the fall of the yen through the Capital l'li.:ht 
Prevention Law of Julr 193:1, but the domestic 
fiscal policy was !lne o budgetary inflation, and 
bear speculation against the yen continued untU 
November 193l. ·Since the beginning of 1933. the 
movements of the yen have been simihLr to, 
though on the whole more violent than, those of 
the pound. In 1934, the chief divergence occurred 
in the last quarter of the year, and particularly in 
October, when the yen fell sharply. This aharp 
fall would not appear to be unconnected with the 
steps taken by the Chinese Government in October 
to prevent a further appreciation of the Chineae 

·currency by the imposition of an export duty on 
silver ; further reference is made to Chinese currency 
developments in the following section. In December 
1934. the yen was quoted 4l per cent below ita old 
parity with sterling. 

The United States left the gold atandard on 
April 2oth, 1933 ; and by September the gold value 
of the dollar had fallen by a third and, aa 
mentioned above, the dollar approached itll old 
parity with the pound. As the balance of payments 
on income account continued to be favourable to 
the United States, the fall mtL~t have been due to 
capital transfers. In October 1933, the United 
States Government inaugurated ita policy of gold
buying. At fiBt, purchases were confined to 
domestically-mined gold, but were subsequently 
extended to gold offered in world marketa. The 
price offered was higher than the theoretical dollar 

I In April I9JJ, the resoun:es of the Fund were increued to £350 million. 

•• 
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value of gold calculated on the basis of the dollar
franc rate, and it was raised by stages from $JI.J6 
per fine ounce on October 25th to $J4.o6 on 
December 1st. On January 31st, 1934, a free 
market in gold at the price of S 35 per fine ounce 
was established by the United States Tr~ury -
that is, the dollar was devalued to 59.o6 per cent 
of its old gold content. Part ($2,000 million) of 
the profits on the revaluation of the national gold 
stocks was used to constitute an Exchange Stabilisa
tion Fund '· On the day of stabilisation, the dollar 
value of gold, on the basis of the franc rate, was 
$JJ.05 per fine ounce and gold therefore flowed to 
the United States in large quantities. Throughout 
the year, the balance on income account continued 
favourable and there was a persistent tendency for 
the exchange value of the dollar to rise ~bove 
gold import point, accompanied by contmued 
large gold imports. Between the middle of 
January and the middle of February 1935, when 
the Supreme Court was considering its judgment 
in the cases regarding the constitutionality. of 
the legislative abrogation of the validity of the gold 
clause in public and private contracts, the dollar 
was consistently quoted considerably above gold
import point, but relatively small gold imports 
took place, as it was feared by arbitrageurs that, 
in the event of a decision unfavourable to the 
Government, the dollar price of gold might be 
lowered. It was officially disclosed on February 
Ioth, 1935, that the American Exchange Stabilisa
tion Fund was used during this period to " manage 
the value of the dollar in terms of foreign 
currencies ''. 
· The exchange rates of a large number of countries 
fluctuate closely with sterling, as is shown in 
Diagram XXV opposite. 

The diagram is divided into two parts ; the top 
part includes, in addition to the United Kingdom, 
all the British Dominions with independent 
currency systems except Canada ; the bottom part 
includes the countries of Northern Europe which 
have abandoned the gold standard and Portugal. 
To these countries might be added Siam, whose 
currency has not varied in relation to sterling since 
the middle of 1932. The official quotations of 'the 
currencies of certain South~American countries, 
including Bolivia and Uruguay, also fluctuated 
closely with sterling in 1934. 

It has been observed that Canada is the only 
British Dominion with an independent currency 
system whose currency has not followed sterling 
closely. The Canadian dollar has consistently 
occupied a position about midway between the 
American dollar and sterling. Thus, in the last 
quarter of 1931, when sterling declined by almost 
30 ·per cent, the Canadian dollar fell by 17 per cent. 
During the American banking troubles in February 

Diagram XXV. 

MovEMENT OF ExcHANGE RATES. 

(Gold parity = xoo.) 
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1933, it fell while sterling appreciated, and it 
followed the American dollar very close! y after the 
United States left the gold standard. · 

Diagram XXVI shows the monthly fluctuations, 
since the middle. of 1931, of the depreciated Euro
pean currencies which have moved mdependently 
of sterling. · 

100 

90~\ 
ao 

10 

60 

60 

'-.. , 
40 

.I 

31 

Diagram XXVI. 

MovEMENT oF ExcHANGE RATEs. 

(Gold parity = xoo.) 

A Czechoslovakia .. 
8 Austria. 
C Yugoslavia. 
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D Greece. 
E Spain.· 
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1 The Fund was authorised to buy Government securities as well as gold and foreign currencies. 
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By the middle of 1931, the Spanish peseta 
- which had not been stabilised :Since the war -
was already quoted at 50 per cent of gold parity 
(about half this decline having taken place since 
1929), and by March 1932 it had fallen below 40 per 
cent ; since then it has shown but little fluctuation 
in terms of gold. The other " independently " 
fluctuating European currencies have also been 
remarkably stable in gold value since early in 1933· 

The Venezuelan bolivar presents certain 
peculiarities in its movements, in particular a 
more pronounced tendency to rise from time to 
time than is displayed by other currencies. Some 
light is thrown on the movements of the currency 
by Diagram XXVII below, which compares the 
monthly changes in the gold value of the bolivar 
with the monthly changes in the gold price of crude 
petroleum in the United States. 8o per cent of 
Venezuela's exports consist of petroleum. The 
exchange movements are shown with a lag of 
five months behind the price movements. 

Diagram XXVU. 

VENEZUJ<LAN lloLtVAR (Gold Parity = 100) ANI> GoLD 

PRICE OF CRUDE PETROLEUM IN THE UNITED STATES 

( 1927-1929= roo). 
A Bolivar. I Petroleum. 
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Diagram XXVIII op~it~ shows t~e mott!hly 
fluctuations of the pnnctpal Latm-Amencan 
currencies since the middle of 1931. 

On the whole, the Latin-American currencies 
have depreciated more than those of any other 
group. At the end of 1934, the currency of no 
country included in Diagram XXVIII was worth 
more than 50 per cent of its par value, and the 
currencies of several were worth only JD-40 per 
cent of their gold parity. For certain countries 
- Aigentine, Brazil, Chile and Ecuador - both 
official and free rates are shown for part or the 
whole of the period. The emergence of free 
markets• is one of the important currency 
phenomena of recent years and merits detailed 
examination. 

The South-American countries, severely affected 
by the fall in raw material prices and by the drying-

up of capital movements, were among the first 
to institute exchange control. Even after tbe 
suspension of the gold standard, e.xporters were 
required to deliver most or all their foreign e.xchange 
e.xport proceeds to the central monetary authority 
at the official rate and the supply of foreign 
exchange to importers was severely rationed. 

In Chile, the first step towards freeing the 
exchange was taken as early as St>ptember II)J3. • 
A decree of that month rt'<lllired only certnin 
proportions, ranging from 1 to 20 per cent, of the 
proceeds of export snles to be delivered to the 
Centml Bank at the official rates. The remainder 
could, subject to the control of the Exchange 
Commission, be 1lispo.•ed of to importers at free 
market rates, which have flu<'tuated around a 
gold premium of 400 per cent since the end ol I9J3. 

Dlal{rllm xxnu. 

l\IuVEMENT or Ex~IIANta\ HAt r.s. 

(Gul<l pnrity - too.) 

AI Ar~:entine (ullicial), 
Ab Ar~entine (free), 
I Bolivia. 
C Colombia. 
M 1\lexico. 

11 llnuil (ullidul), 
lib llru•il (free). 
Chi rhile (ollkiul). 
Chb ('hile (free). 
1 Ecuutlor. 
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At the beginning of January I93S. the legal parity 
of the Chilian peso was reduced from 3d. to I !d. 1 

At this level, the official rate was still substantially 
higher than the free market rate. 

Under a decree of November 1932, the exchange 
· value of the boliviano on sterling was to fluctuate 
directly with the price of tin in London. The scale 
laid down was adhered to so long as the price of tin 
fell, but when it rose, in the latter part of 1932, the 
scale was abandoned. On the other hand, the 
proportion of foreign exchange proceeds which 
exporters were required to sell at the official rate 
was reduced from zoo to 6S per cent for all 
commodities except tin, and lowered again, to 
zs-zs per cent, in February 1933· For tin the 
percentage was fixed at 62 in January 1934· 

In Colombia, exemption from the obligation to 
sell foreign exchange proceeds of exports at the 
official rate was granted for a number of 
commodities, and regulations issued in September 
1933 required only IS per cent of proceeds of all 
commodities to be sold at these rates. 

In November 1933. the Argentine peso was 
allowed to depreciate from 6o to so per cent of its 
old ··gold parity and, at the same time, a sy~tem 
of multiple exchange rates introduced. The Govern
ment has first claim on the exchange derived from 
principal exports ; after its requirements are 
satisfied, the remainder is auctioned to the highest . 
bidder. The free market deals in exchange derived 
from" additional" exports and from the "blocked" 
balances released and from all other sources ; 
competition for this exchange is completely free. 

At the end of 1933, a decree was introduced in 
Ecuador reducing the proportion of foreign 
exchange proceeds which exporters were required 
to deliver at official rates from the 8o per cent fixed 
in May 1932 to zs per cent. 

In May 1934, a decree was issued in Brazil 
authorising free transactions in foreign exchange 
other than that derived from commodity exports. 
The control was further relaxed in subsequent 
months and, in September 1934, all exporters 
except those of coffee were relieved of the obligation 
to sell their foreign exchange at the official rate. 
C?ffee exporters were required to sell £z per bag 
(u., about 8o per cent of the proceeds at prices 
then current) to the Banco do Brasil at the official 
rate and were allowed to dispose of the remainder 
in the free market. The bank agreed to supply 
~ per cent of the current import requirements of 
Importers at the official rate ; the remainder must 
be p1•rchased in the free market. In Febn•ary 
193S. res_trictions were further relaxed : exporters 
are requrred to sell, 3S per cent of their foreign 
exchange proceeds to the Banco do Brasil at 
offi~ rates. The remaining 6S per cent may be 
sold m the free market and all import exchange 
must be purchased in the free market. 

1 It had been fixed at 6d. in 19ZS-

In most South-American countries which 
succeeded in recent years in freeing the exchanges, 
the range of export products is narrow and, by 
maintaining some control o:-re~ the ~xchange 
derived from the export of prmopal articles, t~e 
central authority was assured that a certam 
minimum would be forthcoming at official rates and 
was therefore better able to relax control over other 
exports. Moreover, the narrow~~ of the ra~ge 
of exports in some cases faciltta_ted collective 
action on the part of exporters tendmg to free the 
exchanges and, even where they did not consciously 
act in concert, their collective behaviour was 
sometimes effective in weakening the system of 
exchange control. In Ecuador in 1933. for 
example, the mere rumour of an impending 
relaxation of exchange regulations led exporters to 
postpone shipments in the hope of securing higher 
prices for their export bills Ia ter; in this way an 
" exporters' strike " developed, forcing the 
authorities to effect the change. 

Another factor making for relaxation was the 
embarrassment of blocked accounts arising out of 
commercial debts and other obligations, for the 
transfer of which the export exchange forthcoming 
at the official rates was insufficient. In some cases, 
the acC\IrDulation of blocked accounts involved 
the virtual withdrawal of domestic means of 
payment from effective circulation ;'the deflationary 
effects could best be removed· by freeing the 
exchange, thus making a larger volume of exports 
profitable, redirecting the blocked means of pay
ment into the channels of domestic circulation 
through transferring them, in effect, to the exporters 
of the additional exports. 

Finally, the progress made in South America in 
1933 and 1934 towards freeing the exchange 
markets was probably to some extent due to the 
suspension of the gold standard by the United 
States. In Brazil, Colombia and Ecuador, which 
had pegged their currencies to the dollar, the dollar 
quotations were maintained unchanged and thus 
the external value of these currencies depreciated 
(pari passu with the dollar} to a level at which a 
freeing of the exchange could, as it was subsequently 
found, be safely carried out. 

• • • 
Table XV following, which is based on Table XIV, 

gives, by six-monthly periods since the latter half 
of 1931, the range of fluctuation of the gold values 
of eighteen rurrencies. The range shows . the 
percentage by which the highest monthly average 
for each period exceeded the lowest. · 

The South-American currencies are excluded from 
Table XV, as the freeing of the exchang~markets 
in 1933 and 1934 renders comparison with previous 
years misleading. The countries included · are 
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Table XV.- SIX(; MONTHLY Rb.-\NGE ~F l~LU~U.UlON OF GOLD VALUE OF CERTAIN CUKRENCIE:I, 1931·1
93

4. 
ercentage y wh1ch maJOmum monthly , ded · a rt>l'al(es excee mirumum.) .... 19]8 

......... ... ... . ...... 
Spain • . to.S IO •• '·7 Austria . tS., ,., 
Grt"ecr. • •• . - 101.1 
Mexico. • 13.1 

., .. . . 46.1 II>. a Canada . . 20.6 ,.6 l·l U.S.A. . - -South Afrl~ : -- -Estonia .. -. . - -Finland • -. 49-1 14.8 ll.o N(lrway • . 44·3 ~-· l·4 Sweden • 43-3 6 .• 4·6 De-nmark . 43·' 8.6 u.8 Siam 
34·0 6.9 Unit'"ci Kin~(~ : 44-0 9-4 8.1 New Zealand. ..... 0 C).] 8.] 

Portugal. . ]6.8 6.9 6 .• Australia . ]8.9 ... 8.4 Japan. . 1].6 18 ... 11.1 

arranged m order of the narrowness of the range 
during the second half of 1934. 

The figure indicating thf' maximum range of 
variation in each period is printed in heavy type. 
~ examination of these maxima suggests that, 
smce the first half of 1932, there has been a tendency 
for the range within which the gold value of paper 
currencies has fluctuated to contract, and that, 
apart from .some in~erruption in 1933, this tendency 
has been faU"lycontmuous. But the movement itself 
has in ~early all~ heen-1iownward year by year. 

Durmg the first half of 1934 there was a distinct 
narrowing of the range of fluctuation of , the 
currencies which had hitherto been least steady ~ 
namely, the American dollar, the Mexican dollar 
and the Japanese yen. In the second half of 1934, 
all paper currencies moved within a distinctly 
narrower range; in the great majority of cases, the 
maximum monthly average was less than 3 per 
cent higher than the minimum. During this 
period, the least stable. currency - measured 
in this way - was the yen, but the range of 
variation in its gold value was only 4-4 per cent, or 
less than the range of variation of the most stable 
paper currency in the first half of 1932. 

The use of monthly averages in Table XV has, of 
course, the effect of exaggerating the degree to 
which currency stability has been attained, as it 
disregards fluctuations in daily rates, which may 
be considerable within any month. A check on the 
conclusions suggested by Table XV is provided 
irt Table XVI below, which shows the annual range 
of the daily quotations of several paper currencies 
quoted in Switzerland for each of the past four 
years. This table shows the percentage by which 

IOU 19)4 ... .... .... .... . ....... end boll· ' 

4·1 1 .• '·7 0.0 9-9 ,. • •• t.6 o.S ..o .... 0.7 11:1.1 1.0 
17.!1 6.7 ··I .... ~~., ~.') 1.1 

11.~ 16.6 6.~ '·4 ... 6.1 6.1 .. , 6.] 4·6 6.) 
··~ 4·0 ).8 «>.8 .. , 

].I b.) 6.1 .. , 6,, 6.1 41.4 .. , 
1.1.1 6.1 b.4 1.0 
•·1 6.1 e.l l.b . 1.] 6.1 6., •·7 Q.l 6.o 6.] ••• 3·4 1.8 6.8 ],o 1.1 ll.o 6.7 l·l l·9 IJ.a u u 

the absolute maximum attained during enrh yenr 
exceeded the absolute minimum, · 

Tabl~ XVI. 
YEARLY RANGE OF QUOTATIONS OF CERTAIN 

. CURRENCIES IN SWJT2ERLAND, 1931•1934· 
(Daily figures ; maximum as per cent of minimum.) 

IQJI IQll IQ1] 10.14 
Austria • . 11.8 18.1 •••• ..8 
Spain. ]8.6 IJ,C) 4·· H u.s·-"· . . . 1.6 1.0 711 .• •. 8 
l>enmork , . 68.4 t6.] aK.o u.s 
Norway. 41·0 :lh.J Jfl,l. I }.0 
United Klntrllllfll. . !!•·• IQ., '4·9 1 .••• 
Swt"dt'n. • . . ~··l ·'~·· 

11.1. q.t . 
JaJlan. . 4Z·7 ~>U 14-4 17.0 

The range is naturally considerably wider than in 
Table XV, but the general conclusion is the ~a me 
-namely, that there was a well-marked tendency 
for the range of fluctuation of the gold value of the 
principal depreciated currencies to contract in 1934, 

Certain of the currencies officially !JUoted at 
their par values but subject to rigid control may in 
fact be dealt in, with official consent, at substantial 
discounts for certain purposes. This is the caliC 
notably of the German Reichsmark and is al110 
true of the currencies of other countries holding 
blocked accounts in the name of forci~:n creditors. 
The multiple currency ~~tern hal reached it1 
highest development in Germany,· where - to 
name but the principal categork'l of bltJCked 
marks - Regislemtarks•, Allguthaben •, Kredit
sperrmarkJ 1 and Ef/ek/emperrmarkl • can all be 
sold for different purposea at varying rates of 

'Regislnmarks arise out of the operation of the various atand•till agret'monb and reprl'11<'11t thr repayment. in 
marks of !oreign currency credits taken up by ~nnan banks and busiM• conc~ma. 

• AllpluJbe11 repreoent mark balances held by fonign"" blocked through the op<ration of the German exchange 
ngula tions. 

I Kmlilsf>e"MIW/ts originated through the repayment in marks of credit. exterul .. l to Grnnan debtotll not covered 
by the standstill agreements and through !lilies of property owned by f=il(flrn in Germany. 

• Elftkleasperr•n•h repre!ent the proceeds of the sale by foreignrn of .Kcich.•mark oecuritieo owrwd by them. 
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discount. The most important purpose for which 
the blocked marks may be released at a discount 
is to pay for " additional exports ", but they may 
also be used for tourist expenditure and travel 
in Germany. After the suspension of transfer of 
the service of most of the long-term debt in June 
1933, the financing of " additional exports " 
through partial payment from blocked accounts 
was widened and generalised through the use of 
"scrip", but since the middle of 1934 the !>locked 
accounts have again become the sole source of the 
depreciated marks used in stimulating exports. 
The percentage depreciation on the principal kinds 
of blocked marks in relation to the " free " mark 
at the end of March 1935 is shown below :. 

% 
Registered marks 41 
Credit marks • • 6I 
Security marks . • · 69 

In Hungary, where the currency is als~ nominally 
at par, the National Bank pays a premium on the 
foreign currency proceeds of exports and collects 
a surcharge over the official par rates on foreign 
exchange sold for imports ; in 1934, the premium 
on foreign currencies ranged from 20 to ~ per cent. 
Foreign creditors were able to release the1r blocked 
pengo at a corresponding discount. In Yugoslavia, 
Bulgaria and Roumania, blocked accounts are also 
negotiated at rates which correspond to substantial 
discounts on the official quotations. 

XI. Prices and Exchange Rates. 

For the greater part, the divergences in the 
movements of prices in terms of gold revealed by 
Tables XI and XIII and Diagram XXII are to be 
attributed to the fact that, in countries whose 
currencies depreciated in terms of gold, prices 
failed to rise to the full extent of the depreciation 
and in certain cases they rose hardly at all. The 
automatic effects of currency depreciation would 
appear, on the whole, to have been deflationary on 
the gold price level rather than inflationary on 
domestic price levels. Even in the United States, · 
where currency depreciation ·Was used as an 
instrument in a price-raising policy, the domestic 
price level lagged far behind the depreciation of the 
dollar. This is illustrated in Diagram XXIX 
opposite, which compares the monthly movements 
in the general level of wholesale prices and in the 
cost of the French franc since April 1933 on .the 
basis March 1933=100. . 
· Considering the period March 1933 to December 

1934 as a whole, the price of gold currencies rose 
by nearly 70 per cent, while the price of 
commodities at wholesale rose by less than 30 per 
cent. It is, of course, not possible to say to what 
extent, if any, the commodity price rise is to be 
attributed to the depreciation of the dollar. Many 
other factors tending to raise prices have been at 
work, such, for example, as the various production 
restriction schemes of the Agricultural Adjustment 
Administration, the drought of 1934 and public 
works expenditure. The relative cheapening of 
American productsi n foreign markets would appear 
to have led to an increase in the surplus on current 
account in international transactions 1; but, as the_ 
import of gold resulting from this factor (as well 
as that resulting from the import of capital) went 

170 

I 
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100 

Diagram XXIX. 

CosT oF FRANC AND GENERAL LEVEL 
OF WHOLESALE PRICES IN U.S.A. 

A Cost of franc. a Wholesale prices. 
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to swell the excess cash reserves of the commercial 
banks (as shown in a previous section) and did 'not 
lead to a multiple (but only to an equivalent) 
increase in deposit currency, any quasi-automatic 
tendency for the depreciation of the dollar to result 
in a generally diffused rise in prices was severely 
limited in scope. · · 

The effectiveness of any automatic • tendency 
which currency depreciation may have to raise 
prices is dependent in the first Instance upon the 
responsiveness of foreign demand to the automatiC: 

' In 1934, for example, the men:handise export surplus was $466 million, compared with $214 million in 1933, 
1 Ot~er phenomena, such as credit expansion for public expenditures, may, of course. accompany currency 

Mprec:iabon ; hut they do not neces.'larilydo so and, as the text is concerned only with the automatic effects of depreciation, 
they are left out account. One automatic influence of currency depreciation on prices would be exercised through the 
spending o~ the profit resulting from the revaluation of the national gold stocks, but this influence has, up to the present, 
played no tmportant part anywhere. 



INTRODUCTION 

cheapening of the depreciating country's products 1. 

The greater this responsiveness, the greater will 
be the rise in the value of export bills in tenns of 
national currency sold to the central bank and the 
~tronger in consequence will be the stimulating 
mflue_nce on prices in general. Or, looking at the 
question from another point of view, the removal 
of part of the supply of domestic goods by export 
tends, other things being equal, to bring about 
a rise in their price. But if foreign demand is 
completely inelastic and the value of export bills 
coming forward for sale to the central bank does 
not rise in terms of national currency and the 
supply of goods available for domestic consumption 
is not reduced, then the automatic effects of the 
depreciation upon the general level of prices are 
naturally much restricted. 

The circumstances in which most cases of recent 
currency depreciation occurred were such as to 
restrict their automatic influence on domestic 
price levels. So many countries depreciated at 
about the same time that, though their products 
automatically became cheap in terms of gold, they 
did not do so in terms of each other's currencies. 
In consequence, the tendency for the domestic 
supply of goods to fall and for export bills to ri~e 
in value did not operate. For the countries 
remaining on gold, the products of the depreciating 
countries did, of course, become cheaper; but the 
gold countries took steps to prevent an expansion 
in imports. Imports were directly restricted 
through tariffs, _ quotas, etc., and imlirectly 
restricted through the contraction in the volume of 
monetary circulation. 

It is, of course, impossible to determine to what 
extent the deflation in the countries remaining on 
gold was intensified by currency depreciation 
abroad, but it is clear that the fall of sterling 
exercised an influence of particular importance in 
this connection. The deflationary influence of the 
depreciation of sterling on the gold price level is 
illustrated in Diagram XXX below, which sh!JWS, 

Diagram XXX. 
GOLD VALUE OF STERLING AND GOLD PRICES 

OF RAw MATERIALS. 

(Second quarter of 1931 = 10 

A Sterling. · I Raw materials. 
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since the second quarter of 1931, the quarterly 
changes in the gold value of sterling and in the gold 
prices of imports of raw _materials into the United 
Kingdom. 

The price decline began before sterling fell aml 
the entire responsibility for the movements of the 
gold prices of raw materials after 1931 cannot, of 
course, be attributed to the depreciation of the 
pound. But, in view of the importanl'e of the 
United Kingdom as both importer ami exportl'r 
and the fact that world market prkes are largely 
sterling prices, there can be no tlouht that the 
depreciation of sterling exercised an important 
direct deflationary influence on gold prices, 
Moreover, an indirect deflationary influence was 
exercised in a number of ways. The countrit>s 
remaining on gold were forced 'to n.Uuce prices in 
onler to compete successfully in fnreign markets. 
Currency hoanling was aggravatt'tl as a result of 
world monetary instability and to 11 consi<leruble 
extent the deflationary pressure bt·cnme efft-ctive 
in this way. The countries of the gold bloc 
attemptl'<l to protect doml'stic markets against 
exchange <lumping by raising tariffs und, more 
particularly, instituting quotas and other 
quantitative restrictions. Their purchases of rnw 
materials were reduced in consequt•nce and the 
tendency for the gold price of the h11ter to full was 
further aggravated.· In the same way, the I'Xchunge 
restrictions imposed by a large number of cowllrit•s 
reduced their purchases abruad and, while enabling 
them to raise the domrstic prire level, tcndrd to 
reduce gold prices on world markets. 

The relationship between prices and exchange 
rates for France and the United Kingdom and for 
the United States and the United Kingdom is 
shown in Diagram XXXI on the opposite page. The 
relationship between prices in the United King<lom 
and the other two countries in September 1931 ill 
taken as 100, and for each successive month 
the ratio AmericanfBriti,h and French/British 
wholesale prices is shown, along with the changCII 
in the gold and (since 1\larch 1933) the dollar 
value of the pound. · 

The broad swings of the movements of the goltl 
value of the pound and the relationship of French to 
British price8 are similar and (apart from the initial 
stages of the depreciation of the pound) there is, 
apparently, some tendency for changes in the gold 
value of the pound to lag two or more months 
behind corresponding changes in the movements 
of the French/British price ratio. In other words, 
a tendency for prices in France to fall, relatively 
to the United Kingdom, has on the whole been 
followed by a renewed tendency for the gold value 
of the pound to decline, and !lice f!ef'Sa. During 
1934. however, the sharp fall in French _Pria.'S 
(which took place while prices were stable m the 

a The argument of the text naturally applies, ffJullllis ffJulaHdis, to the domeotic drmand lor lorrign products. 
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Diagram XXXI. 

WHOLESALE PRICES AND ExcHANGE RATES. 

(September 1931 =roo.) 

A Wholesale prices of U.S.A. as% of U.K. 
B Dollar value of pound. 
c Wholesale prices of France as % of U.K. 
D Gold value of pound. · 
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United Kingdom) exceeded the simultaneous fall 
in the gold value of the pound 1• Consequently, the 
price and exchange curves were closer together at 
the end of that year than at any time since the 
depreciation of the pound. ·. . , 

The percentage of American to British prices did 
not rise as rapidly as the dollar value of the pound 
after April 1933· ·In the first nine months of 1934. 
however, there was a fairly continuous narrowing 
of the differential in favour of the United States, 
due mainly. to the considerable rise in prices in 
that country, but partly also to a fall in· the 
dollar value Of the pound ; and, by September 
1934, the differential (on the basis September 
1931 =- 100) had been entirely eliminated. 

The triangle may be completed by a brief 
reference to French and A.merican price and 
exchange relationships. Wholesale J,lrice movements 
in the two countries were similar from September 
1931 to March 1933 (declining by over 15 per cent 
in both countries), and from the latter month to the 
end of 1934 prices in the United States rose by 
nearly 30 per cent, while in France they fell by 15 
per cent. Taking September 1931 as 100, the ratio 
,of French to American prices in December 1934 was 
67 per cent, while the dollar exchange was 6o per 

cent of its old gold parity. The.pria; relation;;hips, 
that is, corresponded (on the assumptlons preVIously 
stated) to an exchange rate of about 17 francs to the 
dollar, while the actual ~change rate was about 
15 francs to the dollar. . . · · 

Diagram XXXII below shows the changes m t~e 
relationship between prices and exch~ge rates . m 
Sweden and the United Kingdom and m Japan and 
the United Kingdom since September I93_I o~. the 
basis of September 1931 = 100 for pnces and 
parity ""'! 100 for exchange rates 1• 

Diagram XXXII. 

WHOLESALE PRICES AND ExcHANGE RA;rEs. ' 

(September 1931=100.) 

A Wholesale prices in u.K: as."% of Sweden:. 'i 
B Sterling value of crown. ' . . 
c Wholesale prices in United Kingdom as% of Japan. 
D Sterling value of yen. · · · 
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Taking the price relationships prevailing in 
· September 1931 as 100, the wholesale price indices 
of both Swederi and Japan have, since the beginning 
of 1932, consistently been lower in relation to the 
British index than would be expected on the basis 
of the exchange rates. The discrepancy is very 
much less for Sweden, whose currency fluctuated 
closely with the pound, than for Jap0u:i. The 
Swedish experience resembles in certain respects 
that of the United States. As a result partly of the 
low valuation of the crown and the revival in foreign 

I It may be noted, however, that the gold value of the pound again fell sharply in February-March 1935· See the 
final oection of this Introduction. · ' . · 

1 It should be observed that in this diagram the values of the Swedish and Japanesecurrenciesareshownaspercentages 
of their sterling parities and the price curves show the changes in the ratio of British to Swedish and British Ito Japau...., 
prices; whereaa in Diagram XXXI British prices were taken as base. The two diagrams are, moreover, drawn on different 
oca1es. 
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demand for timber andwood-pulpwhichaccompanied 
~~ expansion of building activity in the United 
Kmgdom and elsewhere, the value of Swedish 
exports rose by 130 million crowns in 1933 and 
215 millions in 1934. Invisible · exports also 
increased in value and, during 1933 and IQ34, the 
gold and foreign assets reserves of the Riksbank 
increased by 396 and 88 million kronor respectively 1. 

But, as in the case of the United States, this increase 
in the central bank's gold and foreign assets reserves 
resulted in a reduction of commercial bank borrowing 
with it and in the accumulation of large excess cash 
reserves by the latter institutions. Consequently, 
the inflow of Deviser~ had only a very limited 
effect upon the general scale of values in the 
country. 

Comparisons between prices and exchange rates 
such as those made in the preceding paragraphs rna y 
in certain circumstances be highly misleading, and 
it is necessary to state explicitly the qualifications 
to which they are subject. These are three in 
number : (r) the implied assumption that a true 
price and exchange equilibrium existed in the period 
taken as base is not necessarily accurate; (2) the 
price indices used are constructed in different ways 
and are not necessarily equally representative of the 
general movement of the purchasing power of money 
in the countries concerned ; and (3) during the period 
studied, the underlying economic conditions may 
have changed in such a way as to alter the true or 

· " equilibrium " parities. 
The first two qualifications are principally of 

a statistical nature, and it is possible to circumvent 
to some degree the difficulties which they raise by 
making comparisons between more than one pair 
of price series and using more than one period as 
base I. · But the third qualification to which these 
price and exchange comparisons are subject is of an 
economic nature and is perhaps more serious fhan 
the others. The theory upon which the comparisons 
are based states or assumes that equilibrium of the 
exchanges requires that, over any given period of 
time, the relative variations in the internal pur
chasing power of the money of any two countries 
shall be the inverse of the relative variations of their 
exchange rates. But during a short period such as 
is being considered here, it is quite possible that basic 
economic conditions might change in a way which 
would alter the " equilibrium" exchange rates 
without at the same time altering relative price 
levels. This may be illustrated by two hypothetical 

exampla If a cowttry e.xporting capital on a 
large. sca~e in the " base " period ceases to do so, 
and if pnces and exchange rates ruling in the base 
peri~ -re in. " equilibrium", then dearly the 
cessahon ~ capttal e.xports enables the country to 
support a htgher exchange rate and/or a higher price 
levt;J. The failure to export capital may not, 
durmg a short period, result in an increase in home 
investment and rise in the domestic price level. 
Therefore price and exchange comparisons which 
leave out of account the influence of this factor will 
suggest that the country's" equilibrium" exchange 
position is lower than is really the case. An exchange 
rate based on such comparisons will tend to lead to 
the accumulation of a current surpltL\ in intt'r
national transactions which is not invested abroad, 
and may therefore, from the international aspect, 
become a disturbing element. Or if, for example, 
a country at some time alter the base period 
institutes a tariff, the effect on the exchange 
market is likely to be proportionately grentcr than 
the effect on the doml'Stic prire level, which 
will work itself out only slowly and imperfectly. 
In this case, too, price- exchangf'-ra te comparisons 
will understate the true "equilibrium" exchange 
position. 

In view of the fort'going, a very high d<'grce of 
accuracy is not to be attached to calculutions of 
equilibrium exchange rates based upon price indices. 
Exchange is required for other -purposes than to buy 
goods at wholesale ; the whole of the changing 
structure of international payments mtL•t be taken 
into account ; and, when this is done, it becomes 
apparent that the equilibrium exchange rate is not 
static but shifting. But prices are none the lC!II 
the chief measurable element in the whole complex 
of phenomena which mw.t be taken into account 
and, though they are not of sole importance, they 
are of major importance. In pnrticular, any 
evidence revealed by pricecompari"mM of a temlenry 
towards or away from the theoretical '' purcha~ing 
power parities" may be reganlcd as aigniflc11nt. 

Table XVII following 11how~. for a large number of 
countries, the cost of the French franc and the Cotlt 
of sterling as a percentage of their " purchasing 
power parity" cost at the end of each year 1ince 
1931 on the basis 1929=-100 1• Where the ftgureurc 
less than 100, it means that the mst of the franc 
and/or sterling is lesa than it ahould be on the basi11 
af price relationships (assuming thette to he in 
equilibrium in 1929) - in other word~. that the 

. 1 A small part of this increa..,, particularly in 1913. ia doe to the tranofn of forrign Dfflilftt prrvlon•ly hekl hy tho 
commercial banks to the Riksbank. On the other hand, in 1934, the foreagn aMcta of the commercaal bank• ru,.. hy 

u8 million kronor. . .. · h 1 A · 1 1 . •-
1 C ·. made (and not reproduced here lor rea~nw of !lpa.ce) betwl"t"n thr offac1al nrltl" an' mer~can "'to,."", .... 

• . do?'pansotnhse ba .. 1928 = 100 and betwttn the official Briti•h indrx and an iMntical Index compnwd hy Sir Alhrd 
pnce tn tc,.. on · · · 1 · 1 .... · p· XXXI Flux for the United States on the- base 1926 z= 100 give res~tlh not muchd~flermt from t 10.0 11 u!ltrab." 1n U&M:ram . • 

• These figures are calculat(-d in the following way :The relati011Ahl~ bc:tw~ thto gc:-nrral h-'vrl. of whu~f·~Je pr1Ct"M 

i~ ·..;.,h country and in (a) Fr.mce and (b) the Unitrd Kingdom in 19>9 •• taken IL• roo. Th• rdataon•hap an each sub· 
uent period (on the basis 1929 = 100) is taken as the purcha•ang·power-paraty exchange rate. and the actual eschance 

::.fe prevailing in that period is then eXJlressed a• a percentage of the purchasang·pow.r·panty rate. 
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currency of the country shown at the left is o':'er- Where the figure is higher than 1oo, it signifies that 
valued in relation to the franc andjor sterlmg. the currency in question is under-val~ed. 

Table XVU. 

(OST OF FRENCH FRANC AND STERLING AS PERCENTAGE OF PURCHASING

POWER-PARITY COST. 

{I9Z9=IOO.) 

Coot ol fnDc Cost ol oterllnr 

l!nd ol Yar: 1931 1932 19ll 1914 1931 1932 1933 

Gf.Dnany Q3·3 97·9 92-5 74·5 71.1 74·• 72-1 . . . 
Hnn•ary. . 86.1 98·5 111.8 8o.6 65-7 74·5 87.2 

Austria . 97·4 93·0 98·4 8J.I 74·3 71.1 76.8 

CZHhO!dO\'akia , l)z.o 91:.1 91.6 Hf>.6 70-2 68.9 71-5 

Switzerland . . . . . 96·5 101 ... 100 .... 87.0 -73·6 76.7 78·5 

Italy 107.1 roq.z ru.6 gS.o 81.8 82.6 88.0 
• . 

80.4 84.8 ·Pnland • 0 •• 0 •• . 96.5 rOO.z ros.s 98.7 73·7 
Union of Sonth Afrh-a. 84.8 > 88.9 1o6.8 99-2 67.0 67.3 82.8 

• 76·3 75.6 78.1 France. . . - - - -
Ntotht-rl and!' . 117.6 123.0 ug.6. 101.1 89.8 93·2 93-5 
&-lgium • J05o0 108.2 115.2 102.9 8o.·r 81.9 qo.o . . 
Portuf{al. . . J 13.:1 11].0 1()().0 103.3 86 .• 85.5 85.2 

BulM:aria. 100 •• 123-3 129-7 104·4 8t.J > 93·2 101.] ., . 
Alhania . .. . 78.q 96·3 JIQ.6 107-4 6o.r 72-9 93·5 
Pf"nt. 77·8 114-9 127-7 JIO,I 59·3 86.8 gg.6 

Unittd Stat("A . 97·9 100.] 136·3 114·3 74·8 73-Q Jo6.6 

YuJ(oslavia . 105·5 1.1-4·0 133·4 115-3 I So •• 101.] ~O.f.l 

Finland. . . 111.6 U(l.9 123-9 JI,S.Q 85.2 g6.1 96·7 
(;~r.e. . ' . . go. I 144·2 137·0 n6.o 68.8 109.1 107.0 

Swfflf'n 127·3 127-9 130·9 118.2 97·3 96.7 102.] 
Nnrwav . .... .. • 124.8 126.6 12g.J; 118.6 95-3 95·9 100.8 
Unitf"d. KinKdom . . . 130·9 IJ:Z.:Z 128.0 118.7 - - -
China. . . 111.8 13.~.6 134·~ 119.0 8:z.:z 102.7 105.1 
{'anada . . 115·7 113·7 139·6 122.4 88.2 86.0 IOQ.I 

Dtonmark . . . u8.o .130.9 1]8.2 124-5 97·1 9Q.I IOK.o 

Nrw 7.raland. . 123·4 us.:z 1]6.1 126.6 94-2 94·6 1otl.o 
fi,.tonia . Q6.Q l);l.2 126.7 127.4 74·0 72.0. 98.8 
Spain. ' . ' . 161.8 I(H,O 158·4 137·6• 123·5 121.8 123-7 
Australia . I(U.7 161.7 1.52.1 . 141.6 IZ3·3 122.2 118.4 
India , 146.0 ~~~·· 

1,52.8 145·3 111.5 117.7 119·3 
Chile . . . 156-3 188.3 188.o 1,50.2 119·3 142.5 147·0 
Argrntinc . . . ,. . . 158.6 122.4 132.8 1,52.9 121.2 92·7 103·9 
japan. . 117.6 '188.7 :zo6.o 193·9 89.8 142·7 100.8 

• August. 

1934 

62.6 
67.8 
69-9 
?2.8 
73-3 
82.5 
83.0 
83.0 
84·• 
85.1 
86.8 
87.0 
88.0 
qo.6 
92.6 
96.2 
97-2 
97·5 
97·7 
9Q·4 

100.0 
-

'100.2 
10].1 
104.8 ' 
IOS-7 
107.2 
117·5· 
118.4 
122.3 
u6.6 
128.8 
163·4 

On the basis of the price relationships prevailing 
in 1929, the Reichsmark is the currency ·which 
appears to have been most " over-valued " in 
relation to the French franc in December 1934· · It 
will be observed that the" over-valuation" increased 
fairly continuously in 1933, but wasj particularly 
marked in 1934, when prices rose by 4 per cent in 
Germany and fell by 15 per cent in France. The 
official rate of the Reichsmark has been used in 
computing the figures shown in these tables; as 
sta, ted in the previous section, the currency is 
depreciated for certain purposes. The same is true 
of Hungary, where the price index is moreover very 
volatile. 

In Austria, prices were stable in 1934 while they 
fell in France; consequently, the Schilling, which 
had previously fluctuated close to its " theoretical " 
level, appears over-valued in relation to the franc 
in December 1934. The fall in the French index 
in 1934 was greater even than that of Czechoslovakia 

(in terms of gold), where the gold content of the 
currency was reduced by 16; per cent. Of the more 
important paper currencies, the American dollar 
was closest to its theoretical relationship with the 
franc at the end of 1934 ; the reduction in the 
apparent over-valuation of the franc in relation to 
the dollar in that year is very striking. There was a 
similar reduction in the under-valuation of most 
other currencies in relation to the franc in 1934· 
In December 1934, the franc was - on the basis of 
a presumed equilibrium in 1929 and subject to all 
the qualifications stated - 10 to 25 per cent over
valued in relation to the great majority of paper 
currencies ; in December 1933, it had been 25 to 
40 per cent over-valued in relation to this group. 
The yen was the most seriously under-valued 
currency, but prices in Chile 1, India, the Argentine 1; 
Australia and Spain had also failed to adapt 
themselves to the heavy fall in the external value 
of the currencies. It is significant that these 

I On the basis of free ra teo. 
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-:ountries are all e.xporters of raw materials and/or 
foodstuffs, whose terms of trade have been 
particularly adversely changed by the effect of the 
depression on the general price structure. Some 
apparent :currency "under-valuation" would 
therefore in any case be expected. The real economic 
over-valuation of the European agricultural countries 
with exchange control is similarly probably greater 
than the figures in the table indicate. 

In December 1934. the currencies of all the gold 
bloc and exchange control countries appear to be 
over-valued in relation to sterling, while many 
currencies of the sterling bloc appear to be under
valued. Germany and Japan again constitute the 
extremes. The range of discrepancies is considerably 
narrower with regard to sterling than with regard 
to the franc. During 1934, many of the paper 
currencies moved closer to their purchasing-power 
parities with sterling, while- with the exception of 
France, where the deflation was very marked in 
1934- most of the gold and "controlled" currencies · 
would appear to have moved further away from their 
" equilibrium " level, 

Special reference should be made to the situation 
in China, where the connection between price and 
exchange movements was closer than in any other 
country during the past few years.' Diagmm 
XXXIII below shows the monthly fluctuations in 
the .. general level of wholesale. prices in Shanghai 

Dl&!fl'am XXXIII. 

\VHOLESALE PRICES IN SHANGHAI (1<)26= 1110) 

ANn Sn.VER PRicEs IN l.oNnoN, 

A Shanghai prices. I Silver. 
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(19.:6 = 100) and the price of silver in London 
from 19.19 to I9.H· 

The sharp fall in silver prices in 1929 and 1930 
was accompanied by a rise in whole..ale prices in 
Shanghai, and it would appear that the depreciation 
of the Chinese exchange (the wunterpart of the fall 
in the price of silver) acted as an effective buffer 
between prices in the rest of the world and in China, 
Prices in Shanghai reached thl'ir peak in September 
1931. The sharp rise in the sterling price of silver 
which took place ·when the United Kingdom 
abandoned the gold standard in that month wus 
immediately followed by a very drastic dcdine in 
prices in China which persisted throw:hout It)Jl in 
spite of a weaker temlency in the price of silver. In 
the first six months of 1QJJ, the price of silver rose 
sharply and the violent dcllation in Chinn rontinut'<l. 
During the latter part of the year, antl nmre 
particularly after the si1.:ning of the lntt•matinnal 
Silver Agreement of July :und, I9JJ, entrretl into 
by the Govemments of Austmlia, Canatl11, Chin11, 
the United States, India, 1\lexiro, l'eru nntl Spain 
"with a view to mitigating fluctu11tinns in the prko 
of silver", world silvrr priet•s movt.'<l within n 
relatively narrow mnge. At the end of the yrur, 
however, prices stifftml'<l ns a result of the authorisa
tion given the American !iovemment by Congress to 
buy 24 million ounces of domestic silvrr (11n amount 
approximately equal to American product inn during 
1933) at 64l cents an ounce. Vuring It)J4, the 
world silver market (and consequently the Chinrsc 
exchange situation) was very lur~o:dy dominntl'<l hy 
American legislation and lt·gislative prnpo!lltls, Jn 
the middle of February, the Secretary nf the Treasury 
announcoo that the Government would take al'tinn 
within a month " aimed at the rehahilitatinn of 
silver". Silver prices atrengthenoo, but thry 
weakened again a month later, when it was 
announcl'<l that the Administmtion was oplKI!It'tl to 
further action for the time being. On the other 
hand, the passage of the Dies Bill (providing for the 
acceptance of ailver by the Unitoo States at 25 per 
cent higher than world prices in payment of 
American exports of a1,'Ticultural pnxluct~) had a 
stimulating effect. The most important mca.ure 
was, however, the Silver l'urchase Act of 1934, 
proposed by the Administration on May z:;md and 
approved by the President on June 19th, 1934· 
This Act gave the Administration authority to 
purchase silver for monetary purposes until it 
constituted 25 per cent of American monetary 
stocks 1• 

It is not known to what extent the American 
Government bought silver in world market~ by 

1 At the end of , 934, the gold stocks~~ the United States'were valu«l at t8.2.19 million~ which would rrquirr the 
Govemment to hold $2,746 million of silver. Valued at coinage price of 11.29 per ouncf', th1• rr~~MntJI 2,129 m_all10n 
ounces of silver. It is estimated that, at the end of 1934. the United States Trea~ury "';~I l.ha<K>J mAolloon ounc

1 
... 
1
. ol oolvrr, 

of which 3,,. million ounces were acquired 101Mequent to the enactment of the Salvt1' ..-ore M" ct·r t 1 m1 10~ _ouncr• 
under the Nationalisaticn Order of August 19th, 21 million OUncell and<:" .the Act of Docemll<"'' 19.1~ aoothoro•onJI the 

rcbase of domestically mined silver at 64-l ct11bl per ounce, and rlik> mdhon mane~ from abroad: fhu1 wonlt! lrave 
rl26 million ounces of ailvrr, or more th.an six ·timet the ~timated world prodnctHlll of 1934, wtall to IM" aC'fllllff'fl to 
establish the 1 : 3 ratio with gold. · 
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virtue of this penni~sive legislation 1, but exports 
of silver from the United Kingdom to the United 
States amounted to nearly 87 million ounceS in 
IQ34. compared with 23 million ounces in 1933. 
The price of silver in London rose steadily after 
August, when the United States Treasury is 
understood to have begun its heavy lAJrchases. 
Between August 13th and October 15th, the London 
price increased from 21!. d. to 241 d. per ounce. 
At the latter level, the price of silver (and, in 
consequence, the rate of exchange between China 
and London) was twice as high as in 1931. During 
these months, wholesale prices in Shanghai, which 
had been risirig since April 1934, again fell sharply. · 
Throughout the summer of 1934, the price of bar 
silver in London commanded a premium over the 
sterling parity of the silver equivalent of the 

Shanghai tael, with the consequence that it was 
profitable to ship silver from China to London ; in 
the course of 1934. visible stocks in Shanghai were 
reduced from 439 to 262 million ounces. In October 
1934. the Chinese Government imposed an export 
duty of 10 per cent (less 21 per cent minting charges 
paid) on silver dollars and mint bars and 10 per cent 
(instead of 21 per cent) on other forms of silver and, 
in addition, imposed an equalisation charge " equal 
to the deficiency, if any, between the theoretical 
parity of London silver and a rate of exchange 
officially fixed by the Central Bank of China, after 
making allowance for the export duty ". In the 
last months of 1934. wholesale prices !n Shanghai 
- now divorced from the price of silver - went 
up slightly, while the price of silver in London 
continued to rise. 

XIL Gold. 

Table XVIII below shows, in miUions of dollars of the world and the most important producing 
of old gold content 1, the annual gold production areas since 1929 : 

Table XVW. - GOLD PRODUCTION, 1929-1934· 
(In millions of dollars of old gold content.) 

1929 19]0 

South Africa 0 215.2 au.s 
Cannda. 0 39·9 43-5 
Australia. . 8.8 9·6 
Soutlwm Rhod~sia tt.6 11.3 
Britit!oh India ..... • . 7·5 6.8 
Res.t of British Empil'f' . 0 8.6 9·3 

Total British Empire. 291.6 302.0 

U.S.A .. 0 42.6 44·• 
South Am~rir~ · : 11.8 12.2 
Alrxioo • 0 . '. . 13-5 13.8 
japan .... • • • • 0 •• 0 • 6.9 8.0 
Re•t of World (exd. U.S.S.R. and 

China) • . . . . '• 0 0 r8.6 ::10.,5 

World (not incl. U.S.S.R. and 
China) • 0 . 0 0 3R5.o 400-7 

U.S.S.R. • . . 17·21 12-29 
China • . 2 3 

Soun:e . SlaltSilcal Y ear-Boo• of lite Ltague of N alrons. 

• Approximate figures . 

. Th_e world totals are shown excluding the produO. 
t1on m the U.S.S.R. and China, for which countries 
only approximate data are available. • 

The large a increase in the known gold output in 

1931 1930 1~33 
1934 

' (estimated) 
-

•24·9 238·9 Z27-7 216.6 
55·7 62.9 61,0 61.4 
12·3 14-8 17';2 18.2 
u.o Jl,g 13-3 14-3 
6.8 6.8 6.9 6.6 

-'.. 
10.4 - u.g 15-7 16.4 

321.1 ]48.2 -. 341.8 333·5 

' .6.0 48.2 47-6 36·3 . 
u.6 •14·7 18.8 23.6 I J2,9 ·12.1 . 1].2 13-7 
8.3 : 8.3 9:1 10.1 

2,5.1 31·5 39·4 44·4 

426.0 463.0 469·9 481.8 

21·35 25·39 51•59 73·83 
3 ... . .. . .. 

1930 (4.1 _per cent) and 1931 (6.0 ·per cent) is chiefly 
to be ascnbed to the fall in prices, which, by reducing 
costs of ~peration while the price of gold remained 
~ed. stunulated production. The even greater 

F 
1 It was disclosed in the mes.'lage to Congress accompanying the Silver Pun:hase Act that the Excha Stab 'I' t' 

nn~ had already OO..n used ~ buy silver in London. See als footnote • 00 the precedin e. nge 
1 

'"':' JOn 

(. 
Unless

6 
otherw1se exphc1tiy stated, aU calculations in this chapter are made in AmeJc!'::gdollars of old gold content 

t=1.504 3 grammes of hne gold). 
1 In view of rather wide discrepancies between the acatte~ data 1 · 1 · · ' 

""ference to gold productioo in the U.S.S.R.- none of which hu been e lic~ID y "."lattv~ f•gu.f':s) available wi~ 
not poosible to construct an accurate series of that coun , . xp atly confiiDied 1n offtcaal aourceo- it •• 
The double figureo given indicate the range of the estimates ur.:.r=uc~'!.~:r:gtl!::e whole of ~e period considered. 

• The average annual rate of increase of gold prod t' f Y bas•s of the mformatJ<>li'IV&Ilable. 
nc •on rom 1935 to 1~29 was less than 1 per cent, . 
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increase which took place in 19~ (8.7 per cent) and 
the further increases in world production in 1933 
and 1934 are partly to be attributed to the deprecia
tion of the currencies of most producing countries. 
The sharp rise in the price of gold in terms of 
national currencies was not accompanied by a corres
ponding increase in costs •. and in consequence 
it became profitable to e.xploit ores of lower gold 
content and to work existing mines more intensively. 

Between 1929 and 1932, the British Empire in
creased its gold output at about the same pace as 
the rest of the world (accounting for slightly more 
than 75 per cent of total world production, excluding 
the U.S.S.R. and China, in both years), but, in 1933 
and 1934. the gold output of the British Empire fell 
slightly, while in the rest of the world it continued 
to increase at an accelerated rate. The fall in 
production was especially marked in South Africa •. 
the world's principal producer. In 1933 and 1934, 
the gold output of the U.S.S.R. appears to have 
risen rapidly ; according to the estimates reproduced 
above, that country became the second mD!'t impor
tant producer of gold in 1934 - a position which 
Canada had taken from the United States in 1931. 

The whole output of the mines has not always been 
added to central monetary reserves since 1929 ; it 
will be shown below that very large amounts of gold 
were hoarded in Western countries. On the other 
hand, the supplies currently becoming available 
have been increased by the release of gold from 
private hoards in the East, beginning in 1931, and 
later from private hoards in the West. India is the 
most important source of these additional supplies 
and the amounts dishoarded from that country 
since 1931 are estimated in the following table 1 : 

I lnrnoa.~ in 
lll'cn'!aM" 

(Mill inns Gnld in priviol.te 
of dollars Net pmduction 

Govf'm• holrlinKJ, in 
of old export" in India 

meot India 
gold content) reserves (I+J-•) 

(1) (2) (J) <•I 
19J1 . . . . 95·7 6.8 JJ.S U2.4 

19JZ . . . 195·7 1>.8 0.1 lg9,0 

19JJ . . . . u6.1 6.9 - ll9.J 
1934 . . IJ5·7 6.6 0.1 129.2 

Total. . 
19J1·l9J4 SSP 27.1 JJ.7 5S9·8 

The amounts dishoarded betwet>n 1931 and 1934 
exceed $550 million, or over one year's normal gold 
production. The release from private hoards was 
particularly marked in the last quarter of 1931, 
when the premium on gold first appeared. It was 
also very large in 193.1 and, though it showed somo 
tendency to contract with the in1provement in 
economic conditions in 19,13. the amounts moving 
from private hoards in India into monetary stocks 
or private hoards in the West remainl'<l large in 
that year and 1934· 

Important releases from private ~:t>ld stocks 
in China and the Straits Settlf.'mcnt~ also OCt:'UITe<l. 
Net recorded • e.xports of gold bullion and specie 
from China in the live yf.'ars ended Dl'IX'mhcr llJJ4 
amow1ted to S70 million and, as the donwstic output 
-shown in Table XVIII- is relatively unimpor
tant, it is clear that the bulk of this gold wnslonnl'rly 
held on private account. In the yt-al'll ll)ll)·llJ3.1· 
the Straits Set tlemenh would a ppcnr to hn ve 
exported some $40 million of dishoanlt'(l gold. 

Large quantities of sovereigns and other domestic 
and foreign gold pieces appeared on the London 
market alter the depreciation of the pound. 
Moreover, old gold in the form of plate was mdtcd 
down and sold as bullion in ~ubstantial but unknown 
quantities in the United Kingdom ami - alter the 
fixing of the gold price in jimuary 1934 - in tho 
United States. · 

In the United States, gold was hoarded in lur~:e 
quantities during the banking crisi• of 1933. Under 
the Emergency Banking Acl of March gth tho 
Secretary of the Treasury was authorised to require 
all persons to deliver to him all gold coin, gold 
bullion and gold certificates owned by them in 
exchange for an equivalent amount of lrgal tender 
money. The Federal Reserve banks were reqneKted 
to prepare li•ts of gold hoardeno who had not 
delivered up gold or gold certificate~ by a given date, 
which was later several times extended. On 
April 5th, 1933, an executive order wa' i.~>mcd 
prohibiting the holding of gold coin, gold ln•llion 
and gold certificates in excess of S10o and, on 
December 28th, the $100 exemption was revoked. 
It ia not known how much gold was dU.hoardcd aK a 
result of this lcgi•lation • ; the effort to IICCUre the 
return of all gold to central reserves revealed that 

1 See Section IX above for movement.. of the general level of wholnalc pria. .. ancl ~t of living In South Africa, 

Canada. etc. 1 · II 1 'tat' · 
I The South-African mining companies have concentrated upon low~grade ore•, w WJW pr~,hta 'c exp 01 1on II 

dependent upon the depreciation of the currency, re.serving the highet'-grad~ ~res for late-r ex.ploatatron. 1~ ahoulcl KIMO 
be t' ed that in 1933, a tax wao imposed upon the prolita of gold-mmiRI( rroultiRI( from thedeprecoatlon of the 
cur:=;~n In Can~a. no tax was imp&.ted until june &9J•· wbeo it ~u li_mi~ to 2 s. per cent of the pr~m1um value 
o1 domestically mined gold sold to the Mint and confined to minrtt whoch diStrobuted dovulend•. 

a Data of the Federal Reserw Bulletuo. • 
• In addition to reconted exports, large amounts of gold have been ·~ugglt~l. out of China in recent yean. fh.ua, 

the Ba k 1 China in ita Annual Report for 1933 (page Jo). estimate• that, tn addotoon to the 11okl upol'tll of •• S mllhon 
e ~ t: the C~stoms in that year, gold to the amonnt of •2s mollion waa omui(I(Ifll ont oft"'; country. 

po a As the gold held as 100 per cent cover for gold certificatea in circulation baa been ~~~udrd 1n ccnt~al got._l n-.crvr11 
in the present chapter throughout the whole penod under review, the return of gold c:crtobcatn from corculatoon bt not 
here regarded as dishoarding. 
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the greater part of the gold coin previously regarded 
as being in circulation had in fact passed out of 
monetary use. The recorded circulation of gold 
coin fell from $571 million at the end of February 
1933 to $311 million at the end of 1933 1, when the 
recorded volume of gold coin in circulation was 
$85 million less than at the end of 1928. 

In the six-year period ended December 1934, 
aggregate world production of gold, excluding the 
U.S.S.R. - as shown in Table XVIII - slightly 
exceeded $2,6oo million. The net . increase in 
aggregate world monetary stocks of gold, excluding 
the U.S.S.R. 1, during this period was- as shown in 
Table XIX on page LXX IX -slightly less than $2,6oo 
million. In other words, practically the whole of 
new production of gold went into central monetary 
reserves, while the "additional" supplies coming 
forward went into private hoards, industry, or 
Exchange Funds. l'rom indications given above 

regarding the releases ~rom India and C~ina, the 
melting-down of old com and plate, etc., 1t would 
appear that the value of these "ad?i_tional" 
supplies was between $850 and $1,000 milhon. It 
is not known how much gold, if any, was held by 
the British . Exchange Equalisation Account, the 
American Exchange Stabilisation Fund, ·the 
Argentine Exchange Fund, etc., at the end of 1934 
and excluded from the published central gold 
reserves of those countries, nor how much was 
absorbed . by the arts during this six-year period, 
but there is little reason to doubt that the great 
bulk of " additional" supplies went into private 
hoards in Western countries. 

The net annual changes since 1931 in the quantity 
of gold held in Western countries outside central 
monetary reserves are estimated below. Figures 
relating to the U.S.S.R. are, for the reasons given 1, 

excluded throughout : 

Net 
Changes lJi ffcrence wcordcd rele ascs Net 

in central (Million" uf dull aN u£ old l'roducliou from China, India amount . available monetary gold between (J) 
gold contcul) ·and Straits (1) + (2) and (4) · 

Settlements reserves 

(1) 

1931 426 
1932 . . ... . . . .. 463 
19JJ . 47° 
19H • 482 

1931-1934 • • 1,841 

• China ond India only. 

During these four years, the visible supplies of gold 
coming forward were nearly Sr,ooo million greater 
than the net visible additions to central monetary 
reserves. Gold hoarding 1 began in the latter half 
of 1931, when an absolute decline of $72 million 
occurred in the central monetary gold reserves of the 
world. Hoarding appears to have declined somewhat 
in importance in 1932, but again became intense in 
1933, with the American banking crisis and fresh 
monetary uncertainties. During 1934 there was a 
net dishoarding of gold in the West : central mone
tary gold reserves increased by almost $300 million 
more than current production plus Eastern releases. 

(2) (J) (4) (5) -
142 668 + 25•· -416 
2Jci 689 + !75 -II4 
242 712 - 30. . -742 
139° 621 + 909 +>88. 

749 2,69o +1,706 -984 

Part of this difference was due to the transfer to 
central monetary reserves of gold previously held 
in Exchange Funds'· but .it would seem that the 
relative stability of currencies to which reference 
was made in an earlier section was to some extent 
responsible for private dishoarding. 

A very large part of the privately owned gold in 
the West is held on deposit in London. The Bank 
for International Settlements estimated 6 that, at 
the beginning of 1934, about a third of the 7,000 
million Swiss francs ($I,J50 million) at which it 
placed private holdings were held in England by 
non-residents. A more recent estimate. 8 places 

1 The olflcial statement of the amount of gold coin in circulation at the end of 1933 was subsequently revised to 
l24 nulhon :and no gold coin is shown in circulation since the beginning of 1934 . 

. 
1 The U.S.S.R. is excluded from these calculations, partly on account of the uncertainty attaching to the available 

esttmates of the gold production during this period and partly because the figures for its gold reserves at the end of 1934 
a~ not available. Moreover, it is not possible to ascertain from the information available to what extent the inclusion 
of the reserve figures for tlu>t country would involve a double counting of important amounts of gold which have been 
exported tn the course of the per.od and have become incorporated in the reserves of other countries while still being 
included in the Russian reserve figures. · . 

1 
Column (5) oft~ above table cannot be taken as an accurate measure of gold hoarding, as the figures are affected 

by changes tn the undiSClosed gold reserves of certain central banks and in the gold holdings of the Exchange Accounts: 
they take no account, moreover, of the small amounts absorbed by the arts. But there is no reason to doubt that the 
figures given i~ column (5) do reflect principally the additions to (shown as -) and withdrawals from (shown as +) 
pnvate hoards 10 Western countries. · 

'The transfer may of course be made either to domestic or foreign central reserves. Thns, the fact that the British 
Exchange Equahsatton Fund supported sterling d~ring 1.934 and presumably parted with some gold in doin!C so would, 
1n t~ ab>lence off resh hoanhng. have the effect of mcreasmg the central monetary reserves of foreign countries. 

Report of the Bank for International Settlements for 1933, page 26. 
• A ~tnual Bulliolt Lell<f', 1934, of Samuel, Montagu & Co. 
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total London hoi~ it~gs ou t.>ide the .Bank of England 
at £(paper) 300 million (nearly S9oo million gold) at 

LXXIX 

monetary gold rt'>Oerves of the world 11 t I he entl of 
each year from I9-!S to IQJ4. The countries are 
divided into eight dillerent groups, aml totals for 
each ~;roup, as ~11 as for the individual countries 
holdittg the largest gold re;erves, are shown •. 

the end of 1()34· 
Table XIX below gives, in millions of dollars of 

old gold content, details regarding the central 

Tabl~ XIX. - CENTRAL MoNETARY Gotu R~=:st:ans, Il)l~HIJJ-\. 

(In millions of old U.S. !.'old dollars.) 

XII. 1().11 Xll.19~ X.II,I~J.\0 \'l.a~n XU, hi\ I Xtl.l•HI Xll.le,\,\ Xll.lll\4 

1. G.U bloc 
Frant? ••• 
Switu-rland 
llfoh:!um • 
N<"thrrlatu.ls 
Italy • • • 
Poland • 
Olh('r • 

•· u.s .. 4. ••w P4ilippina . 

3- E_wrot>,e~tn _cowtll.ries k'~J.~I tt.,rtmy 
SI!Nfllwt~ u cllarMc.ltri.snl c4icfly ~ 
ucltange "'"''ul . . . . . . . 
tirnnomy , 
Other b • 

4· Britisla Empirl .,Ill st.:rli~ag blue 
llnih•d Kin~otdum e, • , • • , , • 
British l>ominions and Cnloni{'sd • 
Egypt and Siam • • . • • • . • 
European countriH with currNu·irs 

linked to sterling • • 

s. E"'ofJta" roNnlrie$ .,;11 /feu;llllllinr 
cta"t~tcies 1104 iHdtukll ;,, 4 1 

6. l.Ali~J A wurica • 
Ar,.:;rntiue • 
Urazil •• 
Othrr I 

7· Jopun. 

IVorut ToW, txdodiHg l'. S. S. R. 

8. U.S.S.R. • , 

~.o69 
·-~47 

IO.J 
llb 
•n .,.., 

70 
Hz 

167 

.f.!.S 

7<'~9 
41.1 
I t•t 
Jb7 

.I,_UJ 
l,b_tl 

"' lh_l 
Jllo 
l7.l 

7•1 
7Z 

l.JU 
711 
4H 

19 

170 

jjJ 

IJ7 

J OIJ 
J,()')Q 

l.tM 
1•11 
171 
271) 

6J 
7Z 

J(H) 

j.lj 
411 
II 

l]J 

j,IS~ 
.1, Jll 

IOJ .... 
zno 

••J 
b4 ... 

'· .,_,s 
li<M> ...... 

Zl 

jO~ 

IZI 

... ~70 
J,h~_, 

..... \ 
J\4 
.l\7 
;IIJh 

1>7 .... 

.IJ.~ 
2.'\1 
177 

l,JJ.I 
~IJO 

4.\0 
44 

411 

J.J~ 

.f,'Ut9 
j.J~7 

<77 
,\hi ... , 
JU7 
~" 
( .... 

...... 

"' 
Ill 

4·•48 
.1 01~ , .. 

.\140 

.171 
J7.1 
H 
;o 

l.j··~ 
•1.\.1 

·'''" J] 

uo 

IU 

IIJ 

.f, 7D.f 
J,Jil'l 

,lhK 
.t .. H 

·"K 
,lU(I 

~· 71 

'" 
1/110 

IJ.V~ 
41•1 

jJ ... 

·"" "·'" 4 
IH 

JjJ 

... 
a Dauzi.r. Lithuania, Albania, All(f'rla, Moror-oo, lk'ltrfan C•n•.rr•. NrthM'IntMI• lndh.'l, 
"C.:U'Cho!>lovat..ia, Roumania, Huu1ary, llulaaria, Lahla, 'furkry and \:'tqCU'llawla. 
,.Jncludiug lri!!ib Frt!e St<~t.e. 
• I•Klia, Unarla, Suuth Afrira, Nrw Zraland, Au"tralla, Straits Sdtkmcnta. 
~ SW'f!lllen, Sorway, J>fonmark, l'urtug411, Jiinlaud, l~touia. 
I Spain, AU.'>tria, GrMCe. 
I Un.JilWy, Venezuela, lle.aiw, ColomLia, (bile, ~. Dulivla, tc:uiMiur aud utbclr rountrk-1, 

The broad changes in the distribution of monetary 
gold reserves among the central banks of the world 
fall conveniently into three periods - the first 
running from the end of 1928 to the middle 
of 1931, the second from the middle of 1931 to 
the end of 1932 and the third from the latter 
date to the end of 1934· The first period was 
characterised, on balance, chiefly by large and 
continuous additions to the gold reserves of the 
United States, France and most of the other 
Continental European States whic::h still remained 
on an unrestricted gold standard at the end of 1934 ; 
by very heavy gold losses by Latin America, Japan 
and Gennany; and by relative stability in the gold 

reserves of the British Empire und Mterling blue 
with some tendency fur thu.e of the United Kin~-;dum 
to increa.'!C after 1929. During the ~econd period, 
all groups lO!It very large umounh of gold, on 
balance, to France and the other members of the 
gold blot:. The third period wa.~ charactcri.led 
chiefly by a considerable increaoe in the monetary 
gold reserves of the L'nited Kingdom and the 
European countries whose currencieA were linked 
to 11terling ; by a very slight net decline in the 
reserves of the gold blx ; by a. large increa.'!C in the 
American gold reserves ; by a renewed decline in 
German reserves ; and by very alight net incrca.es 
in the reserves of other groups of countrie!. 

1 For a more <lctailctl statement ol centr.1l monetary gol<l rcllCrVea, IK."I: SlaJiui<aJ \'ea,·lluult. 19JJ·J4, and Mu111h/y 
Bulletin of Slalislics, No. 1, 19JS· 

' 
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Two principall factors were operative in the 
first period in bringing about the changes observed 
in the distribution of gold stocks : the collapse of 
raw-material prices and the conversion of foreign 
assets into gold by the central banks of certain 
countries. The transfer of Reparations and War 
Debts was also a factor of appreciable importance. 

The impact of falling prices in 1930 and 1931 
was most severely felt by the States whose exports 
consist chiefly of raw materials. The gap in their 
balance of international payments resulting from the 
deterioration in their terms of trade with the highly 
industrialised States (and also, in many cases, from 
the cessation of capital imports) was bridged by the 
export of gold. 

The counterpart of this loss of gold by the raw
material-producing countries was an increase in 
the monetary gold reserves of most highly 
industrialised States, and particularly the United 
States of America and the countries of the gold 
blot;. The accretions to the American gold reserves 
($845 million up to the end of June 1931) took place 
chiefly at the expense of Canada, Japan and the 
Latin-American countries ; but this increase was 
less than that of the gold bloc. The absolute increase 
was most striking for France, which added nearly 
$1,000 million, or the whole new gold production of 
the world, to her reserves during this period. To the 
extent of about a third, the increase represented the 
conversion of foreign assets into gold by the Banque 
de France.· The central banks of the other countries 
of the gold bloc also converted appreciable amounts 
of foreign assets into gold. 

In the latter half of 1931 and first half of 1932, 
gold movements took place on a scale unparalleled 
in monetary history. The withdrawal of short-term 
funds from Vienna, after the Creditanstalt difficulties 
became known, was followed by runs on Germany, 
the United Kingdom and the United States. In the 
latter half of 1931 and first half of 1932, the last
mentioned country lost $x,ooo million of gold. 
The only countries which increased their gold 
reserves during this troubled period were those of the 
gold bloc. In 1932, the central banks of these 
countries converted the bulk of their remaining 
foreign a.sSets into gold. 
, During 1933. not only did none of the new gold 

produced nor any of the gold coming forward from 
private holdings in the East find its way into central 
monetary gold reserves, but there was also a net 
Ieduction in such reserves, owing to the hoarding o 
which reference was made above. For the first time 
since 1928, the gold bloc lost gold on balance, 
Belgium and Italy being the only countries of this 
group wi~h important reserves to show a net increase. 

In the case of Italy, the increase was partly due lo 
the conversion of foreign assets. The .British 
Empire and sterling bloc increased their gold ~e~ 
by $368 million ; the increase was particularly 
striking for the United Kingdom and Sweden. The 
German gold reserves fell and those of most other 
countries showed little net change. 

The outstanding development in 1934 was the 
large increase (S854 million) in the monetary gold 
reserves of the United States which took place after 
the provisional stabilisation of the dollar at only 
59-00 per cent of its previous gold value. ~art of 
this increase represents the return of gold com and 
bullion previously hoarded in the United States, 
but the bulk of it was imported from abroad. The 
central banks of the rest of the world, however, 
suffered no corresponding depletion of gold reserves ; 
indeed, the only group shown in Table XIX whose 
gold re;erves did not increase in 1934 is the exchange
control group, and the decline there is entirely 
confined to Germany. Within the gold bloc, there 
was a fairly marked shift of reserves from the 
smaller countries to France, who increased her 
reserves, however, by more than the amount so 
shifted. The Reserve Bank of South Africa increased 
its gold reserves by $25 million and, in consequence, 
the aggregate gold reserves of the British Dominions 
and Colonies show arr increase in 1934 for the first 
time since 1928. 

The net changes in the distribution of the central 
monetary gold reserves of the world (excluding the 
U.S.S.R.) between the end of 1928 and the end of 
1934 are summarised in Table XX on the following 
page, which shows (x) the percentage distribution of 
reserves among the different groups of countries dis
tinguished in TableXIXat the end of 1928, (2) the net 
changes, in millions of dollars of old gold content and 
in per cent, in the reserves of these groups between 
the end of 1928 and the and of 1934, and.(3) the 
percentage distribution of reserves at the end of 
1934· 

The most striking change in the distribution of 
monetary gold reserves is, of course, the tremendous 
increase in the holdings of the countries of the gold 
bloc, who more than doubled their reserves in the 
six years under review and held almost 40 per cent 
of the world's monetary gold at the end of 1934. as 
compared with 20 per cent at the end of 1928. ·The 
United States, too, added large quantities of gold to 
monetary reserves, . but, as these were already 
extremely high in 1928, this country's percentage 
share in the total was only slightly increased. The 
British Empire and sterling bloc also added· to 
their gold holdings, but not at the same rate as 
world monetary reserves were increased, so that 

' 

l During 1919,. the a~traction of short-term funds to the United States on account of the stock-excru;_nge boom and 
the h1gh rates ava1lable m the call-money market resulted in important reductions in the gold reserves of the United 
Kmgdom and Germany. Ther:e was, however, an outflow of gold from the United States after the break of the stock 
market and faU m ~call rate m October. The net gold movements during the year which can he imputed to this factor 
are (except poss1bly m the case of Germany) therefore inconsiderable. · 
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Table XX. - DISTRIBUTIOll OF CENTRAL MoNET.4.RY GoLD RESER\'ES, 1928·1934· 

Countriel. ""'""'- Nl't ~ llld. ol IQ.II to tnd. ~ IQ_\1 

·~· ... cbstnbubuO. cltatnbutkln, ....s. oa 19-11 , __ .. ) 
Pw ... l end~ ,.,_\4 

1. Gold b!oc . . . . 20.8 + 2,6}7 +U7 J7.6 
•· U.S.A. and Philipp;,;.; : : : : : : : : . 37-8 + 1,118 + ~0 ]8.Q 
3- European countries with exchange control .. 8 .• - H6 -70 •·9 4· British Empire and sterling bloc • • • • • • If.] + 173 + .. U.!;J s. European countries with fluctuatinc es.changes 

not included in 3 . . . . . . . . . ].] - 37 - 7 ].Q 
6. Latin America . • . . . • . . 7·9 - ... -H •·9 7· Japan . . . . . . . . . . . . . . . 3·3 - JOQ - ~7 I.Q 

World (ucluding U.S.S R.). . . . . 100.0 +•.~~6 + 26 IUO.O 

• For details regarding the countries included in the various groupo, see footnotH to Table XIX above. 

the share in the total fell from 14! to slightly under 
13 per cent. The gold bwc, the United States and 
the sterling bwc together held 90 per cent of the 
world's monetary gold in 1934. compared with 
73 per cent in 1928. The net loss of gold reserves 
exceeded 50 per cent for Japan and South America. 
The heavy losses of the exchange control group are 
mainly due to Germany, whose gold reserves had 
been practically depleted by the end of 1934 ; the 
central banks of most other countries in thi!. group 
(particularly Hungary, Czechoslovakia, Roumania 
an<l Bulgaria) and also the National Bank of Austria 
(which is included in the fifth group of the above 
table) suffered, however, very heavy losses of 
foreign assets. 

Account is taken of changes in the central banks' 
holdings of foreign assets as well as changes in their 
gold reserVes in Table XXI following, which shows 
the percentage ratio which (a) gold reserves, (b) gold 
reserves and foreign assets eligible under the banking 
legislation to serve as cover for central bank note 
circulation and for sight liabilities and (c) gold 
reserves and total foreign assets (all taken at book 
value) constituted 'of the total note circulation and 
sight liabilities of the central banks, Treasury 
departments or other note-issuing authorities of 

forty-three countries at the end of each year since 
1929. 

The table is self-explanatory and requires little 
comment. Its most striking features are the verv 
sharp increase in the gold cover ratios l of the llnitt~l 
States and the gold bloc and the dt-cline in gold and 
foreign assets ratios of Germany, Japan and the 
South-American countries. The increase in the 
gold reserve ratio in Czechoslu\'akia and AIL~tria 
in 1934 was largely due to the revaluation of the gold 
stocks to correspond to the retluct'll guld content 
of the respective currencies. In Bull(aria, Gn~ce, 
Latvia and Roumania, the gold rutio was higlll'r 
in 1934 than 1929, but the gold ami furcil(n al<.•cl~ 
ratio was lower. The gold ratio of the Hank of 
England rose from 29 to 34 per cent and both the 
gold and the gold and furdgn as•cts rutius of the 
central banks of Sweden, Estonia 'lnd Finland Wl're 
considerably higher at the end uf 1934 than at the 
end of 1929. 

In Germany, the gold ratio fell frnm 37 to lt·s~ 
than 3 per cent and the gold and foreign asseh ratio 
from 50 to 4l per cent. The central banks of most 
non-European countries were operating with lower 
gold reserve ratios in 1934 than in 1929 ; in IIJJJ 
and/or 1934. the reserve ratios of many of thl'!le 
countries show a tendency to increase, 

1 The ratios shown . in Table XXI do not in aU ca ... correoporul tn the legal cover .raboo of the central 
banks concerned. On account of the differences in legal requirement.. the ratios ahow!' gave no 1mhcat1on of the amount 
of " free "gold (i.e., in excess of legal requirements) available in the dallerent countnes. 
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Table XXI. - GoLD AND FoREIGN AssETS REsERVE RATIOS. 

(Figu'" "'late to aggn.gate ............, nota cin-ulation and other sight liabilities of Central Banks and State l11u• Departments 
at the end of ear.b year). 

~:~ g:;:: ::.:::: and eliKible fo...igo aasets } at book value I as per, c:e~t of total note circulation and Central Bank sight 
(<} Gold reserves and all fa...igo .... t. hab1ht1es. 

o::oua...,. .. ., 1930 1931 1933 1933 1934 . Oaaaav.tnolfl 

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

EUROPE : 

~(nl 14.6 ra.1 14·5 1].1 17·• ::n.6 (~} Net a~~ets acludinc • Kostdevilea" and liabilities in fordp 

Austria. . . • (b) 35·1 J4.8 22-3 16.6 17·• ZJ,6 
............. 

(c) 71.6 a5.a •5·1 t8.o zo.7 .,.a 

t) 3a.l 36·9 63.0 66.a 67.6 65·9 
locludJnc a ~a~all propartioa of State notes for .,..bleb 110 cover In 

Bolgium ••• • (b) 56.8 6.1.0 63-0 66.a 67.6 65·9 
sold « louip uoela II Je&ally required. 

(c) s6.a 6].0 63.0 66.a 67-6 65·9 
.. 

~(a) :Z-4.0 30-0 35·0 35·9 .!4·0 36.a 
Bulgaria. • • • (b J 39·a 36·5 38·3 36.1 35·• 35-6 

(<J 44·0 46·4 41.0 38.a 37·1 39·7 

't l.f.J Ia .• 20-.5 2,3.2 •3·7 39·5 
lncludinc a smalJ paopou tion of token notes for whicb DO cover iD 

Czecboslovalda • (b) 39·7 47·6 33-7 37·• 36.6 39·5 
sold .. loreip ...... iltqaUy requiml. •. 

. (c} 39·7 47·6 . 33·7 37·• 36.6 ••·9 . t) 46·9 - - 40.2 ~a., , .. 
Danzig • . • (b} 39·7 41·5 a7·3 77·6 77-9 61.9 ' 

(c) 98·5 112·4 a7·3 77-7 ,s.o 6:z.o 

Denmark • t 39·6. 39-3 35-3 .a. a •9·5 :Z!J.J (b) Gold. and sight balancea willa tb~ Central Banb of Narw&1f 

• (bJ 4'·' 41·4 35·5 :zg.:z . 30•3 •6.a 
Sweden and Germany . 

(c) 6o.3 6:z.o 3Q.O 27-7 Z3·4 n.:z 
tcJ Gold &Qd all forei&D assets ,., JiabUitits in foreian curreocy4 

t) u.S 13.a 1].2 34·3 4•·9 .a.7 
Estonia, . . • (b} 54-1 .s.~ 43·1 44·3 47·9 56.5 

. (<J 6o.5 63.6 45·0 45-7 ,51.0 62.9 

Finland. t) rg.o 20·4 21.J 24-0 :zo .• 19·7 f&J (c) ·Gold alii! all f<xoicu. &5leil ku Ulbllitios iD lcnip 

. . • (b} 6:z.o a3·5 55·1 67.0 104·2 107-5 
currency. · . , , 

(•J 6z.o 83-.J 55·7 67.0 104·1 107·5 

France 
1(11) 47·4 53•0 6o.6 11·7 7a·9 ao.4 ... . • (b) 
(<} 77-0 79·0 :79-6 81.8 8o.o al.] 

Germany • r~ 36·7 37·6 17.1 18.6 9·4 z.a Including, in addition to the Reichsbank and the" Prlvataoten• 

• (b) 43·5 .,.a 20.1 21.1 9-6 •·9 
banken '", the net circulation of Rentenmark notn f<X' which 

(c) 49·9 50·7 15·3 16.1 14-0 4·4 
DO c:ovw ln IOid or foreign Uleta is .leplly ~uired.. 

G.....,. • 
!(11) 9·5 7·8 18.5 (7-4) (16.7) (1a.4) Gold reeerve in 1932·1934 counted at (1g28) stabilisation puity1 . . • (bJ 46·3 46-1 40-7 19.6 36·4 40·7 

, altbo~ not abowo. ~eparateJy at that parity io. the balaDce-

(•J 46·4 . 46.1 40.a 19.6 36·4 40·7 
aheet 11nce 1932. 

Hungary • tJ 
~1·• 30·4 18.6 ::12.4 , 16.7 J6.:z 

• • (bJ 33-7 36.6 u.6 .,., 19·3 20.4 
(e) 40-5 43·0 22.9 27.0 23.8 ... 

1(11) - - - - - - CU~Te~~CY Commiuion. 
Irish Froe State ( b J 50.2 54·9 ,, .. 55·3 sfi.4 s6.a 

(c) 50.z 54·9 , .. 55·3 56.4 56.a 

Italy • ! (II) 27.5 Z9·3 34·4 3a .• 47·9 40.8 In ~929, tnrJudi111 a small propcxtioa of State DOtes sublequentiJ' . . . • (bJ 54·9 53·• 47-6 46·7 49·9 41·3 mthdrawa. 

{<J 54·9 53·• 47-6 46·7 49·9 41·3 

Latvia • r~ 15.4 14·a 19·5 2].1 25.2 24-1 . . • (bJ 47·3 37·• z6.a zq.8 27.0 •5·7 . 
f•J 51.6 39·a z8.5 ]0.6 ., .. •5·9 . t) 1a.o 17·9 26.8 ]2.0 35-0 33-3 

Utbuania. ; • (bJ sa .• , .. 44-6 ••·4 45·4 ]8.6 
(<} 58·4 57·• ••• 6 4•·• 45·4 3a.6 

Netherlands • tJ 
49·9 .a.6 73-6 az.s ao.6 79-4 (e) Excluditll' balance~ abroad, which are only shown separately 

• (b) in tbe annual nporta relatioc to tho end of March eacb year. 

(<} 14·5 76-7 ao.a a7.1 ao.7 79·5 

Norway ••• 
(f•l 36.o 38.a 38.5 36.a 36.6 3•·7 
fb) ,52.2 51·1 44·1 44·a 3a.o ••. 6 

(c) $2.2 57·7 44·' 44·8 38.o 42.6 
' t) , .. 

37·4 36·5 41·9 .• J:.J 37-6 41-2 Up· to. 1931, lncludiq tokea ~tes,. subsequently replaced by 
Poland •••• (b) 59-8 55·• .a.o 45-0 37-6 43·5 subsidiary coiDa. Si~ 1933, oaly lOki serva. leplly u cover. 

f•J 6.J,S 63-3 56. a ,52.2 4~·5 43-5 
. . . ' 
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Table XXI.- GoLD AND FoREIGN ASSETS RESERVE RATIOS {WflliNutl). 

c-117 .... 19]e .,,. 19,. •m - o ...... '"" -- - -F.uao•a(-.): 

Port up! !(•) 8.8 8.9 u.a 11.1 30.5 31-1 . . • (b) u.s u.o 3].6 ]7.8 ,.. ... 
(•J 26.1 20.0 34-1 39·7 33-1 ... 

Roumania. I'·J 30.1 37-6 35-0 ]4.1 ,._, ,.._. . • (b) 52 .. 44-7 ]6.0 35-8 33-7 35-1 
(<) 52-4 45-0 36.a ]6.1 33·7 , .. 

Spain. I'·J ]6.4 ,. .. 19-0 ]D. I 30.1 31-1 . . . • (b) 37-9 33-4 32-5 34-0 33-9 ]5.1 
(c) 37-9 35-4 52-5 54-0 3].9 35-1 

Sweden ••• t) 29-0 17-• 17-• 15-7 ]].I JI.J 
• (b) 6o., , ... 33-7 ~··· 

73-0 81.1 
(c) 6o.J 71.1 3].7 , ..• 73-0 •••• 

Switzerland • t) 49-6 54-7 92.6 95-5 92-9 94·5 
• (b) 

- (c) 79-0 88 .• 96-7_ 98-9 93-7 94-9 

United I'~) 27-4 27-1 22-4 13-1 34-7 34-1 (aJ lneludtnc uuU proporttoa ol Nblldtary CIDID not ahowa 
Kln!'fom . (b) •parately Ina aWd ~ tbe 8aak1aa U.pu.._t oe! &be INn~ • (c) ol l:in~~~:land, , 

ttl 1<1 f.,...,.----·_..,.., Ia .................. 

I'·J 14.8 17.8 Jl-5 31.1 33-5 34-0 
Yuaoslavla •. (b) •s-3 23-7 37-3 ]6.0 ]5.6 36-3 

(c) 54·9 28., 39-1 !f>.o 36.6 JK.J 

NORTH AII•RtCA: 
h) Rallo al total IUid to ... ·-al c....- luk and. 

Dominion not•. 

Canada • • • ·I !:l (8o.7) (119.2) (89-9) (93-3) (84-J) (8o-7) (1) lt.Uool totalaotd to,.... W•tofCharlft"'dRanlland Dominion 

139-8) (6o.o) (43-3) (43-a) (43-S) (36-sl DOt-. IMiudhll' tan ... ol bl1 ckonomtnatklftl ..,vtn1 larply • 
oub '-'WI of lbe l'harterlld Manka ln liN of tt. .t•ht balant• 
bf'ht by \he comiiUin'lal banlll l• otber countrMI willll lbe&r 
napecdw e~~ntral bankt. 

I'·J 64-0 6a.2 61.a ,.a , .. 9a.6 f•J RaUo of total lOki .....-v. ta total of all DOt• and loll 
U.S.A ••••. (b) '*Uka&alD eln:\llaU011 uad liabt l~btliUII al I' .R. bankt • 

(<) . 

UTili AIIUICA : 

I'·J 8r.g 77-0 47-1 ul 46-4 47·9 1•1 Rallo al total IUid flo """ ,_,.. at lotal 11"1<1 ,.,., wllb 
Argentine •• • (b) C-f• M c ....... .._ and • .,.. M I• NMtdft to total nnl• t•u.. 

(c) Tbe Ctti• M c ... .,..,. lull no -'1hl ll•hlllll .. ln addllioa &o 
110'-. DGI' cloa lllload ........ -&1 ID Mld&Uoa ID JoW, 

l(a) .... 9-3 4fi.s JJ.I 7-3 ... Up to 1931 &ntl.aY'It tu. bulla al .. ut; llaoe 19~1, C•tralhnl&, 
Bolivia ••• • (b) 66-7 66.] 6r.5 33·· 7-3 ... 

. (c) 98-5 a6.8 74-0 36-9 13·3 ... 
I(•J 37-0 4·5 0 0 0 J-0 t•J Ratio o1 total told wttb Banco do lr•ll and Cats a c&. 2•tablll· 

Brazil •• • (b) 43-a 15.0 7-0 ... , 30·9 ••••• ~to total no• only, In 19tl•n told,_."'.,... depletlld, . 
t•J Uo of total JOkl u abow + tonttn ..... (bet IIDOUnliJ ol (<) 4].8 15.0 7-0 21-7 30·9 24-1 llaneo do Braoll IU IUtal .. ,. ooiJ, 

l(a) 13-2 13-1 24-4 10-4 n.o 16.] 
Chile .... • (b) 93-4 87.a 47-fi 19-0 19-3 16.] 

(c) 93-4 a, .• 47-6 19.0 19-3 16.] 

I'·J 41-4 41-S 23-S 25-1 .,., 16.1 
Colombia •• • (b) 69-9 63.2 35-S 33-1 27-6 18.7 

(c) 69-9 6s-• ,_, 35-1 27.6 11.7 

I, .. ) 12.1 14-3 20.1 40-3 .,_, II.) 

Ecuador . . • (b) 76.0 7J.O ,,.. 49·• 32-7 33·3 
(c) 76.0 7J.O 3So4 49·• 32-7 35·3 

I'·J 36-2 27-7 12-9 7-7 Jl,l ... Jlaneo de Mhlco and, up to 1411, thole old Mnk• al ..._ whJcll 
aUIIb8dDQI.IIlndmalaUon bul bavt 1Ubiequ.tll1 beea liqulda&ed. 

Mexico • . • (b) 67-7 . 34·• 21.6 18.4 19-4 ... 
(c) 67-7 34-2 ••• 6 la-4 19-4 ... 

.. 
nw ..,._ for pJ14 and foniCn _. In 1919 and 1910 or1ctnallf I,.) 100.0 Sq.• fi<l.a ''·4 •a.o 3a.o 
-~ Ia •• btlna '' a..w ..._ CIDDYW&ed ia&o ""-II 1M IILI 

Peru • . . • (b) 112.6 100.) 96.6 7ZoJ 51.1 42-4 6ud ia Mq ., •• 
(c) 112.6 100.3 g6.6 72-1 Jl.l ••·4 

!"') 3a.o 5'·3 43-0 .... 44-1 ... 
Uruguay •• • (b) 

(c) 39·4 $1-l 43-0 ••·9 47-7 ... 

. I'·J 49-5 39·4 51-4 51-l 49·4 62-7 
Venezuela ••• (b) 

49-1 66.a (c) 64-7 63.0 3].6 5•·· 
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Table XXI. - GoLD AND FOREIGN ASSETS RESERVE RATIOS (cpncluded). 

Coun..., 1909 1930 1931 1932 1933 -- ---- --
APaJCA, ASIA AND 

0c&ANIA: 

Union of South! (a) S7-0 S3·• 64-] 64.0 .f2.1 
Africa ••• (b) 

64.0 88.4 (•J 101.5 104.0 64-6 

I'"' 19.6 01.8 24-7 •S·4 •4·9 
India •••• • (b) 6o.l ,..o 42-7 s6.o s6.s 

(•J 6o.l s..o 4•·7 s6.a s6., 

I (a) 47·• 41-0 .,., u.8 oo.R 
Japan· ••• • (b) 

(•) s8.s , .. , 31-5 o8., •3·4 

I"'' 43·• 36·4 ~n.8 18.9 1.1 
Auatralia •• • (b) •5·5 45·5 

(&) 61-9 46.6 49·3 s8.9 78 .• 

!"'' (8o.o) IR8.9) (79-3) (61.0) (s6.o) 
New Zealand • (b) 

(<) 

Considerations re1a ting to the adequacy of gold 
reserves must take into account their enhanced 
value when written up to correspond to the reduced 
gold content of currencies. The reserve ratios 
obtained in doing so are shown in Table XXII 
below. This table shows (I) the " corrected " gold 

1934 0 .. UYAftOQ 

--

s6.7 

83·4 

24.2 Rallo of 1•1 cold and 161 rold and fonlp - cl Tnumy to 
67-9 total •ue ot Treuury ooteL 

67·9 

01.7 

... 
1.1 f•J Commonwealth Bank ooly. If (Old helcl by private haDks 

45·7 io 1929 (subsequently traolfened to Commonwealth Bank) were 
included, ratio would have been 88. 'I per tent. 87.8 (b} Gold + lonolgn ... tsln Issue Dept. of CoiDIDOIIweolthllaok. 

(<} lncludllll lauip auetsln bankinC clepartment. 

u.8 Ficur- for 1929"1933 refer to ratio of 10ld iD banks ,of illue (subsi-

98·• diary coin 4educted) to oote dn:ulatioo. only. F.acuree fol' 1934 

98·• 
refer to the new ReMn"e Bank. 

reserve ratios for the end of 1934 alongside the gold 
reserve ratios for the end of 1929 and (2) the 
" corrected " gold reserve and total foreign assets 
ratios for these two dates. In the latter case, only 
the gold reserves, of course, have been written up ; 
foreign assets are taken at book value. 

Table XID, - " CORRECTED" GOLD AND FOREIGN ASSETS RESERVE RATIOS, 

END OF 1934 AND END OF 1929. 

GOLD AND TorAL 

GoLD Rauva RA.noa Four ow Asnn Ruaava 
RAnoa 

1934 1934 ·-· 19:19 10ld u cor- I929 
ted" rected. .. 

EUROP&Z . 
Austria ... 6 14.6 •7-8 71.6 
Czechoolovakia • 39·5 14.1 42·9 39·7 
Denmark ,1.3 39·6 38·4 60.3 
Estonia . 80.4 u.S 94·5 6o.5 
Finland • 38·• u6.o 62.0 19.0 
Greece. 42.8 9·5 46·4 . . . .. 
Norway. . S9·3 36.o 6g.• S2.2 
Portu~al. . ,1.7 8.8 (67-4) 26.r 
Spain. . 74-1 36·4 78.o 37·9 
Sweden ..... ,.8 29.0 105-4 6o.5 
United Kingdom • ,6., •7·4 - -
Yucoolavia. . 44·3 14.8 48-~ 34·9 

Noam AMERICA ; 

Canada . . 6o.7 3Q.8 - -
U.S.A.. . . go.6 64.8 - -

• 1933· 

Table XXII excludes the countries of the gold 
bloc and those which, at the end of 1934, officially 
maintained their currencies at par but restricted 

· exchange transactions. The gold reserves of the 
South-American countries have, for the purpose of 
Table XXII, been revalued at the official and 
not the " free " rates for foreign currencies ; as the 
latter are higher, the ratios obtained by employing 

GoLD AlfD TOTAL 

GoLD Rauava IU:noa FouJGif Ass&TS Raaava 
RATIO. 

19).4 193<4 
.. OQlTOCo I929 cold "cor· 1929 

ted" ~ted'' 

LATI~ AMERICA : 

Argentine . . 103·9 81.9 - -
Chile 30.6 13.2 32.8 93-4 
Colombiit .1.0 41-4 43·6 69·9 
Ecuador. 44·• 12.1 57-1 76.0 . . 
Peru . . 76.1 100.0 So.s 112.6 
Uruguay. 9S·4' ,s.o 103·4· 59·4 
Venez~JE>la . 74-0 49·S 71·S 64·7 

AFRICA: 

South Africa • 95-0 57-0 121.7 101.,5 

ASIA: 

India • 6o.r . . 39·9 19.6 83·7 
Japan. . . . . 63·3 47·• ss.:z• s8.s 

OCEANIA: 

Australia .. , 43·• 8g.o 61.9 

them would have been higher than those shown in 
the table. 

Written up to market value, the gold reserves of 
the central banks of the great majority of countries 
were considerably higher at the end of 1934 than at 
the end of 1929. In many cases they were as much 
as twice as high : for the Bank of England, for 
example, the ratio of gold written-up to sight 
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liabilities was 57 per cent, as compared with 27 
per cent at the end of 1929- For certain countries 
~uch as Estonia, Greece and Portugal, the in~ 
m the _gold ratio is even more striking. The only 
countnes ~o show an appreciably smaller gold 
reserve rat10 are Peru and Australia ; but the ratio of 
gold plus foreign assets to the note circulation of the 
Commonwealth Bank of Australia was very much 
higher. 

The evidence of Tables XXI and XXII is sum
marised in the following statement, which classifies 
thirty-one 1 central banks, Treasury depart· 
ments, etc., whose reserve ratios are shown therein . . 
mto groups, according to the size of their gold 
reserve. ratios in 1929 and (written-up) in 19.3-4. 
The shift from lower to higher ratios is clearly 
illuminated. 

Gold reserve ratio 

------------------
Less than 20 per cent , 
20 to 40 per cent • • 
40 to 6o per cent , , • 
6o to So per cent • , , 
Over So per cent . . , 

End ofiEnd of 1934 
1929 "come tat .. 

Number 
of Central Banks 
II 

8 
9 

I 
6 

10 

I 7 
2 7 

. At the end of 1929, nineteen of the thirty-one 
central banks had a gold reserve ratio of less than 
40 per cent ; at the end of 19.3-4, twenty-four of the 
thirty-one had a gold reserve ratio (written-up) of 
more than 40 per cent. Even after the writing-up 
of the gold reserves of the paper-currency countries, 
the reserve ratios of the countries of the gold bwc 
(for which the gold is, of course, taken at its book 
value) are still among the highest. 

In the light of the foregoing, it is clear that, 
at the end of 193-4. the gold reserves of most central 
banks of the world, when written up to market 
value, constituted a higher proportion of note 
circulation and sight liabilities than was maintained 
in 1929, and a much higher proportion also than 
was recommended to central banks by the World 
Monetary and Economic Conference of 1933'· 
A wide potential margin was accordingly available 
for any desirable expansion in central bank currency. 

The position naturally appears somewhat less 
favourable when foreign assets reserves are also 
taken into consideration, as these have been radically 
reduced by the central banks of most countries since 
1929. Notable increases occurred for certain 
countries, particularly Sweden, Portugal, Spain, 
Finland, Norway, India, South Africa and Australia; 
and the gold and foreign assets ratio was also higher 
for Belgium, France, the Netherlands, Switzerland, 
Czechoslovakia, and Yugoslavia. The most serious 
decline among the countries included was that of 

Chile, although ~he " corrected " gold and foreign 
assets reserve ra tlo of Denmark was also considerably 
lower at the end of 1934 than at the end of 1929. 

The reduction of the relative importance of gold 
exchange in the cash reserves of the rt"ntral banks of 
the world is one of the most striking currency 
phenomena of recent years ; but it is still too early 
to evaluate its full significance. Some of the factors 
at work have already been mentioned- for example, 
the conversion of foreign assets • into gold efleded 
by the Banque de France after 1928. After 1930, the 
reduction in the foreign exchange holdings of central 
banks became general. This was due only in part 
to the conversion of foreign assets into gold. l'or 
the greater part, it was due to the utilisation of 
foreign exchange holdings by the central banks 
of raw-material-producing countries and those 
experiencing a withdrawal of funds to meet the 
deficiencies in their balance of payments. The 
suspension of gold payments by the United Kingdom 
in September 1931 gave rise to accelerated liquid;1· 
tion of the foreign assets reserves of central banks. 
A large part of these had been concentrated in 
London,and the los..'les suffered through the deprecia
tion of the pound as well as the fears engendered 
with regard to the safety of other currencies hastened 
the conversion of foreign exchange into gold. This 
movement was especially marked in the first half 
of 1932 and during the American banking dilflcnlties 
of the first quarter of 1933· The depreciation of 
the American dollar gave a further seriollll blow to 
the gold exchange standard and, by the end of 1933, 
gold exchange had been reduced to an insignificant 
portion of the total central monetary reserves of the 
world, 

Table XXIII on page LXXXVI ahowa for nineteen 
European central banks ( 11) the percentage whkh 
lolal foreign assets constituted of gold reserves 
and total foreign assets and (b) the percentage which 
eligibu foreign assets constituted of gold reserves 
and eligible foreign assets at the end of 19.3-4 and 
the end of 1929.ln countries with depreciated paper 
currencies, gold reserves have been taken at their 
book value in these computations. 

The countries are arranged in order of the relative 
importance of total foreign usetl in total gold and 
foreign assets reserves at the end of 19.3-4· The 
changes since 1929 are very striking. Of the 
nineteen central banks covered by the table, nine held 
so per cent or more of their cash reserves in the 
fonn of foreign assets at the end of 1929, and nine 
of the remaining ten held between JO and 50 per 
cent ; only in the case of Spain were foreign a.'lsetl 
reserves of minor significance. At the end of 19.3-4. 
thirteen of these banks held less than 20 per cent of 
their monetary reserves in the form of foreign assets, 

1 That i.o, the twenty-five countries included in Table XXU and Belgium, France, Lithuania, Neth...-lando, Poland 
and Switzerland. 

• See page v above. 
1 France was never legally on the gold exchange standard, but the foreign auetl of the central bank were greater 

than its gold reserves at the end of 192S. 



LXXXVI INTRODUCTION 

Table xxm. 
FoREIGN AssETS AS PERCENTAGE OF TOTAL 

MoNETARY REsERVES OF CENTRAL BANKS, . 
1929 AND 1934· 

f•l 
(bl 

EUifble fonign _,. 
Total foreiRn Uleta II at percentage of gold 

perc:entap of sold l'elei"Yee raerwe and eligible and total foreiiD ._g fore:i 1n useta 

End al1934 End of 1929 End al1914 End al1929 

Finland • 81-7 69·3 81.7 69-3 
Swoden . . 61.3 5Zo0 61.2 52.0 

Norway. 23.2 31-1 23.2 31.1 
Estonia , .•. , 78-9 13·7 76-4 
Austria zz,J 19·1 0 58-5 
Hungary. . ... 3•·9 20.,5 19-4 
Lithuania 13.8 6g.l 1].8 6g.l 
D0111ig •• n.J 100.0 zo.g 100.0 

Spain • . JI,J 3·8 11.1 ].8 
Czechoslovakia • 7·9 64-3 0 ·64-3 
Bulgaria. . . 1·3 45·' 0 39·6 
Latvia. . . 6.8 70.1 6.1 67·4 
Poland . . H 4•·9 0 37·4 
Roumania. . I·· 4•·5 0.9 4•·3 
lt.aly • . I·· 49·8 1 .• 49·8 
France . . . . I·· 38·5 0 0 
Switurland . 0·3 31·• 0.3 31·• 
Netherlands o.l 3•·9 0.1 3•·9 
Belgium. . . 0 33·0 0 3].0 

and ten held 10 per cent or less. The fall in the 
relative importance of foreign assets was greatest 
for the larger States of the gold bloc- France, Italy, 
Switzerland, the Netherlands and Belgium : for 
these countries foreign assets constituted 30 to 
so per cent of monetary reserves in 1929 anc' had 
been practically eliminated by 1934. The foreign 
assets holdings of the central banks of Poland and 

· Lithuania, though also much reduced, were still 
of relatively greater importance than those of the 
other countries remaining on the full gold standard. 
Under a revision of the statutes of the Bank of Poland 
effected on February 9th, 1933. foreign ·exchange 
is no longer eligible for the legal reserve. The 
Czechoslovak Law of February 17th, 1934, reducing 
the gold content of the crown also made gold sole 
legal cover for the note circulation and sight 
liabilities of the National Bank. 

Part of the foreign exchange held by certain 
central banks -and included in the calculations 
upon which the above table is based - is not 
"available" for free disposal, but is " blocked" 
a broad or earmarked for specific purposes. Of the 
countries included in the above table, this statement 
applies particularly to Hungary and Bulgaria, The 
"non-available" exchange and that of "limited 
availability" arises partly as a result of exchange 
restrictions in other countries, but chiefly through 
the operation of clearings and compensation 
agreements. 

Finland and Sweden show appreciable increases 
in the proportion of foreign exchange in total 

central bank cash reserves, and the decline in 
the relative importance of foreign assets in 
Norway, though large, was considerably less than 
for most other countries. It has been shown in 
Section XI above that the. exchanges of these 
countries fluctuated closely with sterling in recent 
years ; and the . central banks of certain countries 
- in particular, Sweden and Finland - have 
acquired considerable quantities of ~terling_ in 
pegging the rate on London. ~ut thetr hol~~gs 
of sterling are small compared wtth those of Bntlsh 
India and some of the British Dominions. When 
the United Kingdom left the gold standard, it was 
decided to link the rupee to sterling, and the exports 
of gold from . India - to which reference is made 
above- added to the already large stErling reserves 
of the Indian Government. Since December 1931, 
the Commonwealth Bank of Australia has bought 
and sold sterling at a fixed rate ; in June 1932, the 
bank was relieved of the obligation to hold a 25 per 
cent reserve in gold and required to hold a 15 per 
cent reserve in gold or sterling : in fact, the reserve 
is held almost entirely in sterling. In New Zealand, 
the trading banks acted in concert to maintain 
the rate of £N.Z.125 on £zoo sterling fixed by the 
Government in 1933 and acquired considerable 
sterling in doing so. The Reserve Bank of New 
Zealand, which began operations in August 1934 and 
announced its policy to be that of keeping the rate 
on London fixed " for a long period ", holds the 
great bulk of its cash reserves in the form of sterling 
(£24 million of £27 million at the end of 1934). The 
Reserve Bank· of South Africa also acquired large 
quantities of sterling during 1933 and the first 
part of 1934. 

The net result of the changes described in the 
preceding paragraphs can be briefly summarised : 
at the end of 1928, the aggregate foreign assets held 
by the central monetary authorities of forty-four 
countrieS 1 amounted 1 to over 3,000 million dollars 
of old gold content ; at the end of 1934, they 
amounted to less than S6so million. Of the latter 
amount, the central monetary authorities of South 
Africa, Australia, Egypt, India, the Irish Free State 
and New Zealand held $375 million, or more than 
half the world total ; these amounts were held 
practically entirely in sterling. In addition, the 
central banks of Sweden, Siam, Finland, Portugal 
and Norway (whose currencies are all linked to 
sterling) held a further Szso million - of which the 
great bulk was in ·all probability in sterling. It is 
clear from these figures that, by the end ofx934, the 
gold exchange standard had lapsed into a state of 
complete desuetude and that the ·only foreign 
exchange standard in effective operation -was the 
sterling exchange standard. 

1 For details, ••• Mofllllly Bullelirt of Stalistics, Table 17, passim. 
1 In making these calculations, the reported foreign assets of central banks. etc., have been converted into gold dollars 

on the basis of their book value. 
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Xm. SummUJ or the Position a& &he End or Marth 19311. 

In the course of 1934, the world made substantial 
progress towards currency stability. No country 
left the gold standard during that year 1 and the 
United States pro~ionally fi.xed the gold value of 
the dollar, thus in effect returning to the inter· 
national gold standard ; the range of fluctuation of 
paper currencies was distinctly narrowed; and the 
exchange restrictions in force in most of the South
American republics were relaxed. The disturbance 
caused by the stabilisation of the dollar at a relatively 
low level and reflected in the movement of gold to 
that country was largely confined to the first half 
of 1934 ; in the latter half of the year, both the flow 
of gold to the United States and the downward 
pressure on sterling (which constituted the natural 
obverse of the persistent tendency of the dollar to 
rise in gold value) were diminished. The flow of 
gold to the United States, moreover, did not cause 
any corresponding depletion in the gold reserves of 
other countries, as world gold production was large 
and, in addition, relative stability of currencies 
caused private dishoarding of gold in Western 
countries, and large amounts continued to be released 
from India. 

Behind this tendency towards exchange stability 
lay important price and cost adjustments in different 
countries. Of the gold bloc countries, France was 
the most successful in reducing the gap between the 
internal purchasing power of the currency and its 
high external purchasing power. The French 
wholesale price index fell by more than 15 per tent 
in the course of 1934 ; the American index rose by 
nearly 10 per cent and the new official British index 
was stable. On the basis of the price relationships 
prevailing in 1929, the over-valuation of the French 
franc against the dollar was reduced from about 

36 to 14 per cent during 1934 and its over-valuation 
against sterling from a bout :z8 to 19 per cent •. 
During 1934. the dollar-pound rate fell from Ss.u 
to S-4-95 : prices, as shown above, rose considerably 
in the United States and the under-valuation of the 
dollar was progressively reduced in the course of the 
year. If the pound was ro per Ct'nt over--valued in 
1929, its over-valuation in relation to the dollar 
appears, on the basis of purchasing-power parities, 
to have been considerably less than that amount at 
the end of 1934· 

The relative stability of the latter half of 1934 
gave way to new disturbances In the first quarter of 
1935- The two monetary events of outstanding 
importance during this period were the renewed 
decline of sterling and the Belgian abandonment of 
the gold standard. In the last days of February and 
the first days of !\larch 1935, the gold value of the 
pound - which had already declined slightly sinte 
the kginning of the year- fell sharply, the dollar 
rate dropping from $4.85 to $4.75 and the French 
franc (which had stood at 75 in Dect-mber) from 
73 to 71. This fresh decline in sterling reduced It to 
about 57 per cent of its old gold parity. Relatively 
small in itself, the net decline in the first quarter 
of 1935 (about S per cent) had the rflect of nullifying 
a substantial part of the painful price and cost 
aojustments which certain countries had made in 
previous years in order to maintain the cold 
standard. 

The decline in sterling coincided with a period of 
weakness in commodity markets in the United 
Kingdom, and sterling prices fell. This Is lllus
trated in the following statement, which is ba~~ed 
upon figures published in the London Ec0f10111i&l: 

(September 18th, 1931 .. roo.) 

EcOJJOfJJill indJces 

British Primary products 
1935 complet~ 

Price 

index Briti•b American of gold 

(51erling) (sterling) (dollar) (5terling) 

January 2nd • 109-4 12J-7 IS4-S z6s.a 
January ]Oth • IJO.J 124.6 15>-4 167.2 
February 27th 109-9 12J.9 ISJ-9 169.6 
March 13th. . 108.7 121.9 148.6 174·2 
March 27th. 109-4 12J-J 147-6 171.0 
April 10th , . 109-9 124.4 IS0.1 168,9 
April 24th·· . . IIO.J 124-5 rsr.6 169.1 

The rise in prices generally in evidence in January 
halted in February and gave way to a decline in the 
first fortnight of March : the_ deflationary in~uence 
of the fall of sterling on pnce movements 111 the 

Prance: ltoly: Gennany I u.s. A.: 
Stalltllque 

Milan Stalltlllch .. 
lrvin1 Fither fharnhftr 

~nhale of Commerce J«ichumt 

IlS-I 77-1 Bp 92.8 
u8.J 79·1 •s-6 92.1 
118.9 71-4 87.0 92-7 
u8.s 77·1 87.8 92.11 
116.9 77-7 89-4 92-6 
lli.J 78·4 9'-3 92.6 
118.6 71-• 91-7 92.6 

"golti " countries is clear. The decline is e!!pedally 
marked in the dollar prices of primary products, but 
the complete indices for France and the United States 
also reflect it. 

1 Czechoslovakia reduced the gold content of the etown. without any intennediate period of fluctuation In February 
I9J4. and Austria officially recognised the tk facio deprectabon of the ~hillmg ID !~prd. . 

1 The important quali6cations to whtch these comparuons are tub)ect are 1tated tn Section Xl. 
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With the recovery of sterling in the latter part of 
March, sterling prices 'rose somewhat, and during 
April the rise extended to other countries. At the 
end of April, the cost of the French franc in terms of 
sterl,ing was about 20 per cent higher than it should 
have been on the basis of purchasing-power parities, 
taking September 18th, 1931, as zoo. As the pound 
was in all probability over-valued at that date, it 
seems likely that the over-valuation of the French 
franc in relation to sterling was substantially less 
than 20 per cent at the end of April 1935. Taking 
September 1931 as base, the purchasing-power
parity exchange rate of the French franc at the end 
of April 1935 was 5·94 cents and the actual exchange 
rate 6.59 cents - the French franc, on this basis, 
appears to have been about 10 per cent over-valued 
in relation to the .American dollar. At the end of 
April 1935, the value of the pound was $4.84, 
or fractional! y below parity ; as compared with 
September 18th, 1931, the general level of wholesale 
prices had risen 10l per cent in the United Kingdom 
and r8l per cent in the United States. The greater 
rise ·in American price!' combined with the slight 
fall In the dollat value of sterling were together 
nearly sufficient to compensate for a IO per cent 
over-valuation of sterling in September 1931. 

The difficulties · which Belgium had been 
experiencing in maintaining the gold standard intact 
came to a head at the same time as the weakness of 
sterli.itg. A heavy bear speculation against the 
belga resulted in large gold losses and in a discount 
on forward contracts which touched 25 per cent. 
The banks were subjected to heavy runs and were 
forced to have recourse to the central bank on a large 
scale : during the last two weeks of March, the bill 
portfolio 1 of the National Bank increased from 
3.392 to 4,665 million francs and its advances on 
public securities from 1,120 to 1,629 millions. 
During this fortnight the note circulation - which 
had already increased by 550 million francs since 
the end of 1934 - rose by a further 625 millions. 
But, for the greater part,. the withdrawals of deposits 
from the banks resulted, not in currency hoarding, 
but in purchases of foreign currencies. In the last 
three weeks of March, the Bank - which had 
already lost I ,000 million francs of gold in 1934 -
saw its gold reserves reduced by a further 1,360 
millions. On March 18th, a Decree was issued 
instituting official control of exchange and bullion 
operations 1, and on March 30th Belgium officially 
abandoned the gold standard, fixing the ultimate 
level of depreciation at 25 to 30 per cent. With 
part of the profits accruing to the State from the 
revaluation of the gold reserve of the National 

Bank (on the basis of a 25 per cent depr~tion) an 
Exchange Equalisation Fund was established and 
the belga provisionally .st~bilised at a lev~ 
corresponding to a deprectahon of 28 per cent m 
relation to gold. Subsequently most of the exchange 
restrictions were withdrawn. . 

The Belgian difficulties - like those experienced 
by certain other memhl;rs of the gold ~loc - ~~re 
economic and not technical. The technical pos1hon 
was indeed very strong. At the end of March 1935, 
the National Bank held gold reserves of II,293 
million francs against a note circulation of 18,851 
million and other sight liabilities of about 1,000 
millions ; that is, its gold reserve rati~ was only 
slightly less than 6o per cent. Belgian trade, 
however, which is normally among the highest per 
head of population in Europe, had suffered an 
extremely sharp contraction in the course of the 
depression, In spite of the large cuts in wages and 
in prices, Belgium was unable to increase the volume 
of her trade ; the depreciation of currencies, and 
tariffs and quotas were the factors mainly 
responsible. It is worth observing that her troubles 
sprang, not from any deterioration in the balance 
of trade, which was indeed less " unfavourable" in 
1934 than in 1929 (the import surplus of the Belgium
Luxemburg Customs Union having been reduced 
from a monthly average of over 300 million francs 
in 1929 to 21 millions in 1934), but to the shrinkage 
in the absolute volume of trade. In 1934, industrial 
production again fell below the low level reached in 
1932 and unemployment increased markedly. 1 he 
stagnation of enterprise weakened the internal finan
cial structure of the country ; in the summer of 1934, 
it was necessary to take steps to mobilise the banks' 
frozen industrial assets 1• Soine pressure for credit 
expansion seems to have been exerted in the Ia tter 
part of the year. The decline in wholesale prices 
virtually ceased and the cost-of-living index rose 
quite perceptibly. The latent difficulties came to 
a head with the fresh fall in sterling. 
In March 1935, the wholesale price indices of both 

Belgium and France were 45 per cent lower than in 
1929. The Belgian cost-of-living index was over 
20 per cent lower and that of France less than 10 per 
cent lower than in 1929. From these figures, it 
appears that the depreciation of 28 per cent resulted 
- in terms of purchasing-power parities and taking 
1929 as base- in some under-valuation of the belga 
in relation to the French franc. As the deflation 
was, on the whole, more complete in France than in 
the other gold countries, the under-valuation of the 
belga was even greater in relation to the other 
members of the gold bloc. As between the belga 

1 This includes foreign bills; it is likely that the domestic portfolio increased by even more than is suggested by tbese 
figures. · 

1 
Tiu: ~ecree centralised exchange operations in the National Bank of Belgium and the Central Exchange Office, 

""verely lim1ted forward exchange operations, requ1red exporters to repatriate the forward currency proceeds of their 
exports, and attempted by other methods to prevent a flight of capital. A Government licence was required for the 
purchaoe or sale of gold or fore1gn secunties. 

• See chapter on Belgium. 
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and sterling, a comparison .of wholesale price levels 
on the 1929 base suggests that, in March 1935. 
the purchasing-power-parity rate was about at>i 
belgas to the pound ; at the beginning of April (alter 
the depreciation of the belga) the rate was about 
z8l belgas to the pound. This suggests that, 
immediately after its depreciation, the belga was 
slightly under-valued in . relation to sterling, 
especially if account be taken of any over-valuation 
of sterling in 1929. Prices in Belgium showed, 
however, a tendency to rise, which would, of course, 
reduce the importance of any immediate under
valuation of the currency. 

After the suspension of the gold standard by 
Belgium, only four members of the original gold bloc 
formed in the summer of 1933 still remained on an 
unrestricted gold standard- namelv, France, the 
Netherlands, Poland and Switzerland. The belga 
was only provisionally linked to gold at a fixed rate, 
and the internal convertibility of the currency had 
been suspended ; and the lira, " controlled " by 
Decrees of May and December 1934, was quoted in 
Paris at a discount of 7 per cent or more below gold 
parity. 

The suspen~ion of the gold standard by Belgium 
was immediately followed by heavy speculation 
against the remaining gold currencies, and in 
particular against the Dutch florin and the Swiss 
franc. These currencies were consistently quoted 
at their gold-export point in relation to the French 
franc and there was a· steady drain of gold from 
the respective central banks. A high premium was 
quoted on foreign currencies for forward delivery, 
which is partly explained by the narrowness of the 
markets and the difficulties experienced in borrowing 
Swiss francs and florins for forward sales. In the 
case of Switzerland, this premium (against sterling) 
rose as high as 30 per cent per annum early 
in May. 

In the course of April 1935, the gold reserves of 
the Swiss National Bank were reduced by350million 
Swiss francs (about S7o million of old gold content), 
or one-fifth. At the same time the domestic credit 
portfolio, including Treasury bills and notes of the 
Caisse des Prets, rose by over 100 million francs, 
indicating an increased recourse to central bank 
credit. Notes in circulation declined by only 
40 million francs, the chief impact of gold 
withdrawals falling on bankers' balances with the 
central bank, which declined by 200 million francs. 
At the end of April, the ratio of gold reserves to 
note circulation and other sight liabilities was 
84.9 per cent, as compared with 93.1 per cent at 
the end of March and 94·5 per cent at the end of 
1934. On May Jfd, 1935, the Swiss National Bank 
raised its discount rate from 2 to zl per cent and 
its lombard rate from 2} to 3l per cent. At the 
same time, it published a letter which it had 
addressed to the commercial banks enjoining them 
not to lend francs for speculation against the 
currency. 

From March 25th to April 29th, 1935, the gold 
resen~ of the Netherlands Bank were reduced by 
almost 170 million gulden (about $]0 million of 
old gold content), or more than a fifth. On April 4th, 
the Bank raised its rate from zl to 3l per cent, 
and on Apriq 9th to 4l per cent. After these 
increases, the gold losses became less marked, In 
the period mentioned there was, on balance, a 
slight increase in the note cin·ulation and a very 
sharp dedine in bankers' deposits with the 
Netherlands Bank. The ratio of gold to sight 
liabilities fell from 8o.4 to l><).o per cent. 

During the month of April, the gold reserves of 
the Banque de France Wt-re reduced from 8a.6 to 
80.9 milliard francs (about $b5 million of old guilt 
contt'nt). The note circulation fell sinmltant'ously 
with pri\"ate deposits and the gold restn·e ratio 
remained substantially unchanged at 1:\o per ct'nt. 

The flight from the currencies In question would 
appear to have taken the form, larl(t•ly, of 
purchases of sterlin11: : the l;rench franc rate, which 
had been as low as 70;1 on Murrh f>th, rose to 73:: 
during the following month and the Swi.-s franc rate 
from 14.33 to 15.03. There were also considt.'l'uble 
purchases of belgas after the dt'preciution of that 
currency, partly no doubt in fullilmt'nt of forward 
contracts entered into in previous weeks, 

On May 2nd, 1935, the gold content of the Dan1.ig 
guldt•n was reduced by 42.37 per cent to a level 
equivalent with the Polish zloty. In the cou!'lle of 
1934. the gold reserves of the Hank of Dan1.ig had 
been reduced from 30 to 24 million gultlt•n and its 
foreign assets reserves (rom 10 to 3 milliona. In 
the first four months of 193.5, the gold Te!lt'I'Vet 

were reduced to 13 million and fort•ign a.-sets to 
2,5o,ooo gulden. There was no corresponding 

contraction of the note circulation, and by 
April 3oth, 193.5, the ratio of gold to total aight 
liabilities had fallen below the etatutory minimum 
of 40 per cent. 

Apart from the depreciation of the belga and the 
wide fluctuations of sterling, the most aigniflcant 
monetary events of the first quarter of 193.5 are, 
perhaps, two measures which appear to indicate a 
tendency towards the freeing of certain European 
exchanges hitherto maintained at nominal parity 
through official control. In Hungary, the Geld 
Institut-Zentrale was authorised by the Government 
to purchase gold, from March 7th to March 2oth 
inclusive, at an opening price of 6,ooo pengO per 
kg. ; the par rate is 3.794 pengO ~ kg. J?uring 
this fortnight sellers were not requrred to dt•clO!!e 
their identity. The price was gradually reduced to 
a figure which on March 2oth stood at ,5.84;0 pengO 
per kg. Since that date, the Geld Imutut ~as 
continued to buy gold at a IOillt'Wha t lower pnce, 
but sellers have been required to give their identity. 
The importance of these purchases would appe:ar to 
rest not only in the movement of gold from pnvate 
hoa;ds to central reserves thus achieved, but 
also in the relation of the prices paid to the 
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price of gold as laid down in the Gold Pengo Law 
of 1931 1• 

On March uth, 1935, new regulations regarding 
foreign exchange went into force in Roumania and 
modified the regime established in the autumn of 
1934 1• The new regulations require exporters of 
petroleum to hand over to the National Bank 
only 6o per cent and other exporters only 40 per 
cent of their export proceeds in foreign exchange at 
the official rate ; the remaining 40 and 6o per cent 
may be freely negotiated by exporters in accordance 
with rules laid down by the National Bank. The 
" free " exchange can be used in payment of current 
imports, to liquidate old commercial debts and to 
effect certain private payments abroad. Through 
these ngulations, the existence of a " free" market 
in which foreign exchanges are negotiated at a 
premium over the official rate is officially recognised. 

The system of exchange control, which still 
remains in force in Germany and a large part of 
South-Eastern and Eastern Europe, was recently 
examined and analysed by the Joint Committee for 
the Study of Clearing Agreements set up by the 
Economic and Financial Committees at the request 
of the Council of the League of Nations. In their 
report 1, the Committee, while not wishing to · 
" pass judgment on the policy which each country, 
in view of its special situation, wishes to apply in 
monetary matters ", expresses the hope " that 
eliChange control will be abolished, at any rate as 
regards commercial transactions, so that national 
currencies can once more perform their natural 
function, which is to be exchangeable without any 
limitation for all other currencies, and through them 
for goods ". The Committee noted that the burden 
of debt of the chief debtor countries had been 
diminished to a considerable extent by the deprecia
tion of the dollar and the pound and that a number 

of special arrangements had been concluded, 
particularly as regards short-term debts, whose 
aggregate result was to reduce considerably the 
payments to be effected. Without desiring in. any 
way to under-estimate the importance of the debt 
problem in relation to exchange control, the 
Committee expresses the opinion that " the present 
situation proves beyond all doubt that the control 
of debt settlement by exchange control does not 
achieve its object. Exports, and consequently the 
actual settlement of debts, are thereby made more 
difficult ". The Committee states that the 
experience of countries which have abandoned 
exchange control in recent years proves that the 
risk of depreciation is not so great if the Government . 
concerned avoids monetary inflation; and states 
that the experience of these countries also shows 
that the flight of capital which may occur when 
monetary depreciation begins is of a temporary 
nature and may be arrested by various means. 
The report goes on to say that " it would be 
futile- and indeed out of place-· to advocate the 
abandonment of exchange control if the return by 
any country to free transactions were to mean that 
other State!! would refuse to accept its products 
on the pretext that their prices had thus been 
reduced". · 

With regard to world gold reserves, the position 
at the end of March 1935 did not differ essentially 
from the position at the end of 1934 as described 
in the preceding section. The wide movements of 
currencies caused an intensification of the demand 
for gold for hoarding purposes, but from the informa
tion available at the time of writing, this does not 
appear to have resulted in an absolute reduction 
in central monetary ·gold reserves. The· most 
important recent changes in gold reserves are shown 
in Table XXIV below : ' 

Table XXIV. - CENTRAL MONETARY GoLD RESERVES, 1928-1934. & 

1934 1935 
Bod of IIIOGtll --

XII l II Ill ---- -- --
•• Gold 8/oe: f,?05 f,683 f,673 f,64f 

France . . . 3.~u8 ],:ZIJ 3,214 ],2J8 
Switzerland . 368 355 346 330 
Belgium. 348 354 35Z 3I4 
Netherlands. . 338 328 326 327 
Italy . . 306 306 307 307 

•· U.S.A. •• 4,865 4.956 j,036 s,o6o 
3· 11 Esdua,.r~ CO:.,,",· .. ~ .. : 

triuo o 242 . 2]3 •33 235 
Cennany . . 36 36 36 37 

On balance, the gold liloc lost about S6o million of 
gold in the first quarter of 1935, reductions in the 
gold reserves of the central banks of Switzerland 
($38 million), Belgium ($34 million) and the 
Netherlands (S9 million) being partly compensated 

1934 1935 
Bad of JDODtll --

XII l II Ill 
-- ---- --

4· British Empire attd Stnling 
8/oe ••••••••• z,6.ro z,6.u z,635 z,6]6 

United Kingdom, ·• 938 940 940 940 
5· ENropea,. eountrUs witlt 

II irsdependefttly II flutltl· 
lllillg "'"encUs. 488 488 488 487 

6. Lali11 A. meriaa • . . 376 315 375 375 
1· ]apa,. . . . . 232 •33 234 2]5 

by an increase in the gold reserve of the Bank of 
France (S2o million). These losses however were 
o , • I J 

ms1gn1ficant compared with the tremendous 
additions to the gold reserves of these countries 
which had occurred in earlier years and, even after 

1 See Co,.,..rcial Ban/Is, Z92S·Z933. pages 45-46, IJJ-134· 
. • See chapter on Roumania. 
1 Document C.153.M.83.1935.ll.B. 
• For details regarding the countries included in the various groups, see Table XIX above. 
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the f~her heavy losses of April (amounting, lor the 
remammg members of the gold bloc, to o\~r 
Szoo million), the reserve ratios of the central banks 
in question remained at abnormally high levels. 

In most countries which had abandoned the 
gold standard the gold reserve ratios of the central 
banks .were lower. But, in the great majority of 
countnes, the gold held by central banks is still 
accounted at the old standard price of gold. \\'hen 
this gold is written up to correspond to its real 
value in tenus of national currency, the gold reserve 
ratios will automatically be raised ; in all but a few 
exceptional cases they will be higher than the ratio 
maintained in 1929 and very much higher than the 
25 per cent gold reserve ratio recommended by the 
World Monetary and Economic Conference of 
1933 1• Moreover, the central banks of certain of 
these countries have substantially increased their 
foreign exchange holdings. In other words, 
stabilisation at existing levels 9f currencies would 
provide the central banks of most countries with 
substantial amounts of " free " gold and Droistt~ 
in excess of legal requirements ; it would permit of 
a considerable expansion of central bank credit in 
most countries without endangering the legal 
minimum reserve ratios. 

The chief exception is Germany : the gold reserves 
of the Reichsbank amounted at the end of lllarch 
1935 to no more than R~l. 81 million against a note 
circulation of about R..'\1. 3,664 million 1 and other 
sight liabilities of R..'\1. 921 million. Of the other 
European countries whose currencies were officially 
maintained at par through exchange control, 
Bulgaria, Latvia and Roumania had, in the course 
of the depression, parted with foreign assets in 
preference to gold and their metallic reserves were 
higher at the end of l\larch 1935 than in 1929. The 
recent Hungarian acquisitions of gold are referred to 
in an earlier paragraph. 

Many South-American countries gradually 
increased their gold reserves in 1933 and 193-4 and, 
when account is taken of the low level to which most 
of these currencies had fallen, the ratio of gold 
(when written-up) to note circulation and sight 

liabilities is not so low as might be expected in view 
of the nry large gold lt>s.~es su!Tt•red from 19~9 
to 1932. In this connection, it is of intl'rest to 
obst'rve that, in the latter part of lllarch 1935, 
the l'nited States sold certain quantitit-s of g;>ld 
to Mexico and Guatemala to help thi'Se countril's 
build up their monetary reserves. Of more 
importance, pt>rhaJl", than thi'Se transactions 
themselves - which \\~re small - is the 
announcement of the St'cft'tary of the Trt•asury 
that the l'nited States, " having more gnltl than 
it can po,.,~ibly use, is fl'ady to sl'll gold to any 
country making an altrat·tive o!Tt•r ", It is 
obvious that some rl'llistrihution of Am~rkan gold 
stocks - whrthrr eift'l'tl'll through an exdmnge 
of gold for silvt'r, or through an exdmnge of gnld 
for imports of other goods, or through the 
resumption of fort•ign ll'nding - would play an 
important part in provitling the cond it ion5 essrn t ial 
for a higher dt'gree of worltl nmnl'tary stability. 

In respect of the adeqllilcy of world gold reservt'!l, 
the position in March 1935 ditlt•red substantiully 
from the position in 1924 or 1925, prior to the 
post-war re-establishment of the international 
gold standard. In spite of the Je /arlo decay of 
the gold exchange stamlard, the cover rt>~rrvl'!l of 
central bank.~. when written up to murkrt value, 
were generally sufficient 1 in March 1()35 to pt>rmit 
of a larger expansion of central bunk crl'!]it than 
was the case in the earlier period. The adjustment 
of prices to exchange rates was incomplete in 1935, 
as a decade earlier. But prices in general were 
very much lower in terms of gold in 1935 than 
in 1925, and so far, at any rate, as the technical 
monetary and banking position i.~ concerned, it 
would not appear unlikely that, in the event of 
currency stabilisation and a revival of internationnl 
commerce, the necessary adjustmenta would be 
secured by a more rapid upward movement of 
prices in the countries whose currencies were 
relatively under-valued than in the re11t of tho 
world, and not - as in the earlier period - by a 
painful downward pressure on prices in the countries 
whose currencies were relatively overvalued. 

1 Written up to cnrre•pond to the reduced gold value of the pound, the gold r ... rvea of the B•nk of Engl~nd at the 
beginning of May 19H amounted, for example, to nearly f:JJo million, or al1110!1t 6o per cent of the Hank 1 net note 
circulation and deposit liabilities. . . 

• Total note circulation including Rentenmark notes amounted to RM. 4,os8 mllhon. . . 
• It must be remarked that tbe adequacy of cold stocks ultimately depends on the uo ... to whach thc:y are put. 1 he 

tat ment iD the text is t.a-1 on tbe a!ISilmption that gold movements take piau in order to otloet amall dallerencea •.n 
~te;,.tional balances of payment.. If gold itself becomes an important commodity of international commerce, then at 
is clearly impossible to say that gold supplies are adequate. In thas connectaon,lt may beob .. rv"'l that, in the cou~ 
of 1934. net gold importa into the United States amounted to ''·'34 million (new parity) aa compared wat 
total merchandise importa of .1.655 million. 



AUSTRU. 

lntroduftorJ Nule. 

· The · nco~truc!ion o~ the Austrian banking 
syste~, desc:nbc;d m detail in the preceding edition 
of thts publication, reached a further stage in the 
comprehensive reorganisation scheme announced on 
April 23rd, 1934· The effect of this arrangement 
was, briefly, to reduce the number of large commer
cial joint-stock banks to one. Of the three banks 
(:Oncemed (viz., Oesterreichische Creditanstalt 
Wiener Bankverein, and Nieder&terreichisch; 
Escompte-Gesellschaft), the Creditanstalt took over 
the entire business of the Bankverein as well as the 
purely banking activity of the Escompte
Gesellschaft. 

The reorganisation of the Bankverein and the 
Escompte-Gesellschaft in 1933 had proved 
inadequate ; the Creditanstalt, on the other hand, 
gradually attained a relatively strong and liquid 
position 1 after its thoroughgoing reconstruction 
in 1932, in consequence of which the State guarantee 
for the liabilities of the Creditanstalt was terminated 
in July 1934. It was therefore natural that the 
Creditanstalt should form the nucleus of the 
banking merger in Austria. 

The main provisions of the arrangement were as 
follows : The Creditanstalt (which is henceforth to 
be known as " Oesterreichische Creditanstalt
Wiener Bankverein ") took over all liabilities and
after appropriate revaluation - all assets of the 
Bankverein. The revaluation of the Bankverein's 
assets revealed new losses of 46 million schillings, 
of which 30 millions were covered by the entire 
application of the Bankverein's reserves of I million 
schillings and by virtual cancellation of 29 million 
schillings of share capital, of which xo million 
schillings was held by a consortium of Austrian 
banks led by the National Bank, IJ millions by a 
foreign group led by the Societe generale de 
Belgique, and 6 millions by the National Bank and 
the Government through the Revision...gesellschaft. 
(Only about 500,000 schillings of share capital was 
held by the public, and these shares were exchanged 
for Creditanstalt shares at the ratio of two to one.) 
The remaining loss was covered by a contribution 
of 16 millions from the National Bank to the 
Creditanstalt. This payment, together with an 
issue of 25 million schillings of new Creditanstalt 
shares to the National Bank 1 (thus raising the 
share capital of the former from 142 to I&] millions), 
was applied towards the reduction of the rediscount 
liabilities of the Bankverein to the National Bank, 
which amounted to about 6o million schillings in 

April 11)3~· It is un<i•·n.tood that the n-st o( 
the Bankverein's rt'discount ind••btt'dn•·s.~ was 
subsequt'ntly redet>mt'd by the Cn-ditan~tPlt. It 
may be nwntioned ill this cotllll'Ction thnt the 
arrangement outlined .in the last edition of this 
111 rmo~aNdum, when• by the Revisionsgt•sl'llsrhnft 
took O\'er a certalll amount of fru&l'll asM'ts nt 
their bnok value from the Baukwn•in iu exdmnge 
for rt'lliseowtt facilities, was temtinatl•d, and the 
RevL.Jonsgesellschaft hand,'() bark the assl•ts in 
question to the Bankwn-in. 

The dep<,Jt liabilitil'>l «·f the Esc:nmpte
Gesell~cha!t (current am! savings arrount~, in 
addition to the so-called K<IS.'("'Ch(i"t ), amounting 
to 70 millions, were transf•·rred to the Cn·ditnnstnlt 
along with an equal amount of liquid connlll'rt'inl 
assets. For the business thu.~ arquired, the 
Creditanstalt is to pay I million sdaillint.'ll annually 
to the National Bank for a p<·riod of sixteen Yl'l\111. 
The Escompte-Gcsellschaft (whkh will ht·m-..rc.rth 
l:.e known as "Ol•sterreichische Industric-Krcdit 
A.G. ") thereby assumu the character of a long
term investment company. To proviclr for oast 
losses and fn>zen assets, its share capital of 
29.5 millions was written down to 1oo,cK>O schillinl:'l, 
which was raised to 10 millions by a new shuro 
issue of 9-9 million schillings, takc·n up hy the 
National Bank. The latter also contributed 
5· I million schillings to CO\'t'f lnsst•s of the 
Escompte-Gcselbchaft. Govemml·nt support to 
the Escompte-Gescllschaft took the form of a 
guarantee of 20 million schillings on its a.•scts, which 
is intended to facilitate, at a later stage, the i~ue 
of industrial debentures to the general public, 
The a.~sets of the Industrie-Krcdit A.G. were 
further strengthened for this purJlose by the 
25 million schilling~ of Crcditanstalt shares nocclvcd 
from the National Bank. On the other hand, the 
lndustrie-Kredit A.G. undertook to supJK>rt the 
market for agricultural bonds to the extent of 
10 million schillings. The total liahilitira of the 
Escompte-Gesellschaft at the end of 1933 (i.e., 
prior to the transft•r of its d•·posit liabilities) have 
been estimated at 340 million schillin~r~, of which 
more than half consisted of rediscount indebtedness 
to the National Bank ; a considerable proportion 
of the remainder was due to a few large creditors, 
with whom special arrangements have been 
negotiated. 

The total cost to the National Bank in connection 
with this reconstruction scheme - apart from the 

1 The rediscount indebtedn.,. of the Creditanatalt to the National Bank bad '-" roouced to only 9 milli~ ochillingo 
at the end of 1933 and was entirely paid off by April 1934- Moreover, there wu a omaU net profit lor 1933 mstaul of 
an expected loss of 8. 5 million schiUings provided for in tbe previous balance-sheet. 

• Tbe National Bank banded over these shares to the reorganised Eocompte-Geoell~ebaft. 
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40 million schillings ~hich it advance~ to the 
Revisionsgesellschaft m I933 and which sub
sequently had to be written off - is shown below : 

Schillings 
(ooo,ooo's) 

Purchase of new Creditanstalt shares. • . • . 25.0 
Pun:ha.., of new Escompte-Gesellschalt shares, 9·9 
Payment to Creditanstalt to cover loss on Bank-

verein assets. . • . . . . . . . . . . . . . . 16.o 
Payment to cover lo!!!es of Escompte-Gesellschaft. ~.I 

Total. , • • • • • • • • so.o 

To provide this sum, IS million schillings were 
taken from the reserve fund of the National Bank 
and 0.725 million from its operating profit for I933; 
20.7 millions were obtained by revaluing the gold 
and foreign exchange holdings of the Bank at free 
market rates (thereby definitely recognising the 
devaluation of the Austrian currency). Finally, a 
part (20 millions) of the profits accruinf! to the 
Government through the issue of new silver coins 
was made available for this purpose. 

In this way it is expected to carry out the banking 

reconstruction without any increase of the note 
circulation. The wider effects of the scheme upon 
the economic life of the country are not yet 
apparent. It is estimated that go per cent of 
Austrian industry will now be indebted to - and 
therefore to a greater or less extent controlled by -
the Creditanstalt. Under a sy~tem wh~re the 
connection between banks and mdustry IS close, 
concentration of banking may naturall.l:' lead _to 
a tendency towards concentrati_on of md~tnal 
establishments as well. Some Important mdus
trial amalgamations hav\l, indeed, already been 
decided upon in Austria. Another general fe~tuz:e 
of the banking reorganisation worthy of mention Is 
the virtual disappearance o{ the private holde~ of 
bank shares in Austria ; of the total share capital 
of I67 million schillings of the Creditanst~t, 
70 millions are held abroad (bei~g taken by f~re1gn 
creditors in exchange for clauns amount_mg. to 
422 millions in connection with the reorgarusatwn 
of January I933) and the remainder by the 
Government and the National Bank. 

Balance-Sheet Summary. 

It is impossible to give continuous series for the 
period I929-I933 covering all the Viennese banks 
included in the last three columns of the Summary 
Balance-Sheet Table - viz., the Creditanstalt, the 
Wiener Bankverein, the Niederiisterreichische 
Escompte-Gesellschaft, the Merkurbank, and the 
VieruJa branch of the Zentraleuropaische Lander
bank. Until I9JO, the Creditanstalt did not include 
in its balance-sheet the assets and liabilities taken 
over from the Boden-Creditanstalt in I929 ; thus, 
no data for I929 are available for the Boden
Creditanstalt. Moreover, no balance-sheet was 
published by the Creditanstalt for I9JI. In order 
to facilitate year-by-year comparison, summary 
figures for the Bankverein, the Escompte-Gesell
schaft, the Merkurbank and the Liinderbank only 
are given for the years I93o-I933 in the first four 
colunms of the Summary Table. 

The significance of the changes shown in the 
Summary Table in the past few years can only be 
understood in the light of the events recorded in 
the introductory notes in the present and in the 
last edition of this Memorandum- in particular, 
the absorption of the Boden-Creditanstalt and 
the reconstruction schemes applied in turn to each 
of the remaining banks (with the exception of the 
Liinderbank). It should be borne in mind, for 
example, that the balance-sheet figures for I932 
exclude the foreign liabilities of the Creditanstalt 
and the foreign assets of this bank which were 
transferred to the Foreign Assets Company. 

Care should also be taken in drawing conclusions 
from the composition of the summary balance
sheets, as the banks do not apply uniform principles 
in drawing up their accow1ts, and these accounts 

contain relatively little detail This question is 
dealt with further below. Since its reconstruction, 
the Creditanstalt has changed its methOds of 
showing various items, and it is stated in its report 
for 19JI·J2 that exact comparison with previous 
years is impossible. 

Further, it is important to note that the effects 
of the reconstruction of the Escompte-Gesellschaft 
which was carried out in April 1934 are already 
shown in the balance-sheet of that bank as at 
December Jist, I933 ; thus, for example, the 
company's share capital is shown as reduced to 
10 million schillings and its deposit liabilities and 
commercial assets reduced by at least part of 
the transfer of these accounts to the Creditanstalt, 
as arranged in April 1934· The 1933 balance
sheets of the other banks, however, refer to the 
actual position on December Jist. For I933. 
therefore, the Summary Table shows reductions 
in certain items which had not then, in reality, 
taken place. 

As mentioned above, the table includes the 
accounts of the Vienna branch of the Zentral
europaische Liinderbank, a French institution, the 
capital and reserves of which are held in Paris and 
do not, therefore, appear in the balance-sheet of the 
Vienna branch. The Lander bank carries out about 
three-quarters of its total business from its VieruJa 
office. 

I. Cash. 

The figures given consist of a,ctual cash and 
balances with the National Bank. • 
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AUSTRIA. C.o:\DIERCIAL BANK~ Table I (a). 

SUMMARY OF POSITION AT THE END OF: 

ACCOUNTS 
1930 

Number of Banks • . . . . . . . . . . . . . . 4 

AssETs. 
x. Cash . . • . • . • . . . . • . . . . , • . 59· 7 

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

Bank . . . . . . . . . . . . . . . -
2. Other Items of a Cash Nature . . . • • • . -
3· Bills discounted and bought . . . . . . . . . 234.8 

(a) Treasury bills . . . . . • . • • . . . -
(b) Commercial bills, Inland . . . . . . . 
(c) Commercial bills, Foreign . . . . . . : -

4· Investments and Securities. . . . . . . . . 30.5 
(a) Government . • . . . . . . . . . • 
(b) Other . . • • • . . • . • . . •.• · -

5· Participations . . . • . . • . • . . • . . · 178.8 
6.-Due from Banks (Correspondents) •.•••• 

(a) At home ••••••.....•. · -
(b) Abroad . • . . • • . . . . . . . . · -

7· Loans and Advances . • . • . . . . • . . : 1,062.4 
(a) On current account • • . • . • . • . 

1931 1932 1933 1930 1932 1933 

4 4 4 5 5 5 

Schillings (ooo,ooo's omitted) 

51.4 37·9 63.5 ss.s 45·7 71. 
- - - - - -

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

169.2 106.8 103.3 326.5 147·3 143·9 
- - ,_ - - -
- - - - - -
- - - - - -
23.2 17.9 28.1 101.3 57·4 59-I 
-----·-
- - - - - -

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

(b) Other . • . . . . . . . . . . . . . • -
8. Cover for Acceptances. . • . • . . . . . . : o.s 0.4 0.2 0.2 2.0 
9· Premises, etc. . . . • . • . • • . . . . . . 10.7 IO.O 9·9 12.3 33-I 

0.2 0.2 
I3.1 15.3 

xo. Sundry Assets • • • • • • . . . . . . . . ·l~=o...:::.s:..l-:--=-:--o . .;;.s o.x 3·9 186.4 
II. Total Assets • . . . • . • . . . . • . . .. 1,577.9 1,264.7 1,117.2 1,068.1 3,462.5 

78.0 88.9 
1,752.2 1,586.8 

LIABILITIES. 
I2. Capital paid up. • . • . . . . • . . . . . • I2g.o 114.0 74.0 54·51 38I.I 221.0 198.8 
I3. Reserve Funds . . . . • . . . . . . . . • . 74.6 48.3 s.o 2.3 
I4. Profit-and-LossAccounts, Undivided Profits, etc. II.7 4·4 0.3 . 0.4 11.7 0.5 I.o 
IS. Cheques and Drafts, etc;, in circulation. • . • - - - - - - -
I6. Due to Banks (Correspondents) . • . . • • . • - - - - - - -

(a) At home • . . . • . . . • . • • • . - - - - - - -
(b) Abroad • • • • . • • . . . . . • • • - - - - - - -

I7. Deposits . • • • . . • . . . • . . . . • • • 1,361.3 1,096.8 1,037.4 x,oxo.6 J,o36.5 1,400.7 1,302.9 
(a) Current accounts and sight deposits ••• 1,o95·3 878.o 821.3 8o6.1 2,454.::1 1,149·5 1,059·3 

(b) Savings accounts • . . • . • • . • • :'l 
(c) Time or fixed deposits. . • • • • • • 266.o n8.8 216.1 204.5 58::1.3 251.::1 243.6 

(d) Other deposits .•......••• 
18. Rediscounts and Other Borrowings . . • . • . - -
19. Acceptances and Endorsements . . . • • • . o.s 0.4 0.2 0.2 2.0 0.2 0.2 
20. Sundry Liabilities . • . • . • . • . , • • • o.8 o.8 l-:--:""'=o . .;3-l::-::-=o:-:.2:-lf=-:-=;.3::-I.-=-2 129.8 83.9 
2I. Total Liabilities • . • • . . • . . • • • . . 1,577.9 1,264.7 1,117.2 1,068.1 3,462.5 1,751.2 1,586.8 ,~ __ ,_..:............,.. 
22. Guarantees (A vale and Burgschaften) • • • • • - 34.8 46.1 66.8 - 114.8 118.6 
23. Other Contingent Liabilities . . • . . • . . . - - - - - 212.2 207.5 
24. Value of currency in Swiss francs at the end of 

each year . . . . . . . . . . . . . . . . o. 73 o.ss o.6I o.ss o.6I o.6I 0-73 
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AUSTRIA. COl\1:\IERCIAL BA~KS Table 1 (b). 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
FOR THE YEARS : 

ACCOUNTS 1931 and 
1930 1931 1932 1Y33 1929 1930 1932 

Number of Banks 4 4 '4 4 5 5 5 . . . . . . . - . . . . . 
Schillings (ooo,ooo's omitted) 

Capital paid up •. . . . • . . . • 129.0 II4.0 74-0 54-5 239-I l 381.3~ -. . . . . 
Reserves and Undivided Profits •. 74-8 49.-6 5-2 2-3 97-3 ! -· . . . . . 
I. Gross Profits • . . . . . . . . . . • . 60.8 52.6 37.4 38.6 107.6 124.0 145.3 

To be deducted: 
2. Expenses . . . . . . . . . . . . . . 43-6 4°·9 35-0 27-9 77·9 77·4 II7-9 

(a) Salaries, etc. . . . . . . . . . 27.8 26.2 24,0 18.8 50.0 49-6 82.7 
(b) Other working expenses . . . . 6.7 6.4 5.6 5-5 9-8 I I. I 19-7 
(c) Taxes, etc. . . . . . . . . . . 9-1 8.3 5-4 3-6 18.1 16-7 15-5 

3· Reserved for Pension Funds, etc .• . . . 6.1 7-2 7-3 7·9 10.3 16.r 40.8 
4· Written off: 

(a) Ordinary depreciation accounts . 0.1 o.1 0.1 0.1 o.s o.6 1.4 
(b) Extraordinary accounts • • . . . . . 60.4 102.6 38.5 . .. 159-0 977-0 

5· Net Profit or Loss : 
(a) Including extraordinaryoffwritings. 11.0 -56.0 -107.6 -35.8 18.9 -129.1 -991.8 
(b) On current transactions. • • • . J 1.0 4·4 -s.o -3-5 18.9 20.6 -q.8 

6. Carried forward from preceding year . . 0.7 1.1 4-0 - I.I 1.2 5-1 
7· (a) Taken from Reserves or Capital . - 59·3 IOJ.8 36.1 - 76-5 272-5 

(b) Contributions t1 fonds perdus . • . - - 6J.I 722.7 
8. Total Amount disposed of for Divi-

dends, etc •• . . . . • . . . • . . . 11.7 4.4 0.3 0.3 20.0 11.7 0.6 

9· Carried to ReserveS • . . . . . • . . . o.I O.I 0.2 O.I 1.9 o.I 0.3 
10. Dividends . . . . . . . . . . • . . . 9·4 - - - 15-3 9·4 -
II. Directors' Fees, etc .. . . . . . . . . . 0.4 - - - 0.9" 0.4 -· 
12. Carried forward to following year . . . I.O 4-I - - 1.0 1.0 -
IJ. Transferred to Head Office account . 0.8 0.2 0.1 0.2 0.9 o.S 0.3 
14- Total as above . • . . . . . . . . . . 11.7 4.4 0.3 0.3 20.0 11.7 0.6 
IS- Value of currency in Swiss francs at the 

end of each year. • . . . . . . . . 0-73 0.61 o.6r 0-59 0-73 0-73 o.6x 

-. -• Excludmg the Z..ntraleuropa1SChe Landerbank (see Balance-Sheet Summary). 
• lnclmling 0.1 million ocbillings in contributions to Provident Funds. 

3· Discounts. 
A distinction between bills labelled in foreign 

currencies and in schillings is made only in the 1932 
and 1933 balance-sheets of the Creditanstalt, of 
whose total bill portfolio, amounting to 40.5 mil
lion schillings at both dates, 6 millions were in 
foreign currencies at the end of 1932 and 2 millions 
at the end of 1933. 

6 and 7· Correspondent Accounts and Loans and 
Advances. 
No distinction is made between these two items 

by the Escompte-Gesellschaft nor by the 

Creditanstalt before 1932. For the other banks, 
the following figures are a vail able : 

Schillings Cooo,ooo's) 1Q2() 1930 1931 1932 1933 
- - - - -

Bankverein, Liinderbank and 
Merkurbank : 

Correspondent accounts. . 97 83 33 30 20 
Loans and advances . 564 572 472 41i4 420 

Total. , . 661 655 505 494 440 

The figure~ in the . Summary Table represent 
almost exclusively the 1tem Debitoren, shown in the 

1933 

5 

196.5 
2.3 

59.7 

39-5 
27-3 

7-7 
4-5 

16.8 

0.1 
J8.s 

-35.2 
-2-9 
-
36.1 
-

0.9 

0.1 
-
-

0.6 
0.2 
0.9 

o.s8 
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bank balance-sheets, which covers, in addition to 
correspondent accounts, advances on current 
account (including credits granted, sometimes on 
very long term, to the undertakings directly· or 
indirectly controlled by the banks), the accounts 
of the merchandise departments of the banks, 
cover for acceptances, and contango and other 
miscellaneous loans and advances. 

The following details are shown by the 
Creditanstalt for 1932 and 1933 : 

• 
'" Nostro "accounts with fon-ign banks • 
Domestic bank accounts. . • . • • • • 
Advances to as.'lOCiated industrial 

concerns. . . • • . . . . : . 
Public bodies • . • • • • • • • • • 
Loans on current bank account . . . 
Other accounts (transitory, etc.) • • • 

Total. . . . . . • • • • • . 
Of which in foreign currencies. 

9· Sundry Assets. 

End of : 
19]2 1933 

Schillin~• 
(ooo,ooo'<s) 

8.8 8.5 
36.2 14.5 

14'·5 129.6 
49·4 30.1 

211.5 150·3 
to.t 12.0 

457·5 345·0 
271.4 61.4 

Of the figure for 1930, 33·3 million schillings 
represent mortgage loans of the Creditanstalt ana 
152.5 millions contributions a fonds perdus on 
account of the Creditanstalt (63.1 millions) and 
payments in respect of the increase in capital of 
that bank (89.4 millions). The 1932 and 1933 
figures cover mortgage loans (40.4 million schillings 
at the end of 1932 and 38.3 millions at the end of 
1933) and building loans (37·5 at the former and 
46.7 at the latter date) of the Creditanstalt. 

12 and 13. Capital and Reserves. 
For certain years, the figures for capital paid up 

would appear to include considerable amounts of 
share capital held by the banks themselves. At 
the time of its first capital reconstruction in 1932, 
the Bankverein cancelled II million schillings and, 
in 1933, this bank cancelled a further 107,500 
schillings and the Escompte-Gesellschaft 18 million 
schillings of own shares, which had been purchased 
on the open market. 

As mentioned above, the capital and reserves of 
the Llinderbank, which are held abroad, are not 
included in the Summary Table. 

16 and 17. Correspondent Accounts and Deposits. 
The sums shown under item 17(a) represent the 

aggregate of a number of different accounts which, 
in the balance-sheets of the banks, are combined 
under the single general heading Kreditoren. 
This item consists mainly of current accounts (of 
private depositors, debtors on industrial account 
and correspondents). Foreign credits are also 
included under this heading. It is known that the 
total foreign short-term credits of the Credit
anstalt at the end of April1931 amounted to 442 
million schillings. In its 1932 and 1933 balance-

sheets, the Creditanstalt shows " Creditors " 
totalling 328 and 253 million schillings respectively, 
of which balances expressed in foreign currencies 
amounted to 55 million in the former and 36 million 
in the latter year. 

The other sums given in this group of the 
Summary Table (items 17 (b to d)) represent 
Kassenscheine, deposits and savings accounts of the 
public. It is worthy of note that the sums shown 
under this heading by the Llinderbank steadily 
increased from 81 million at the end of 1929 to 
121 million schillings at the end of 1933, while for 
the other banks taken as a whole a rapid decline 
took place in this item. 

18 Rediscounts. 
Figures relating to rediscounts are available for 

the Creditanstalt for 1932 and 1933. Rediscuw1ted 
finance bills (61 million at the end of 1932, 68 mil
lion schillings at the end of 1933) are shown under 
the balance-sheet liabilities (included in " Sundry 
Liabilities " in the Summary Table) ; rediscounted 
commercial bills (21 millions at the end of 1932 
and 9 millions at the end of 1933), given below the 
balance-sheet of the bank, are excluded entirely 
from the Summary Table. For the other banks 
and for the Creditanstalt in previous years, no such 
information is published, rediscounted paper of 
all kinds being merely excluded from the banks' 
bill portfolios and used to strengthen the form of 
asset in which the rediscount is furnished - i.e., 
the "cash " or "correspondent debtor " item. 
The following figures of the bill-holdings of the 
National Bank (exclusively inland bills) throw 
some light on the use made by the commercial 
banks of rediscount privil£'ges during the period 
under review : 

Schillings 
1929 1()30 IQJI 1932 1933 19.14 (ooo,ooo's) -- ---- -- -- --

March 3rst • . . 188 166 92 867 287 J07 
June 3oth •• •H 125 S2Q 881 275 •54 
S<>ptem ber 30th • 289 91\ 68Q 323• 2.~ 254 
December 3rst . 300 148 908 379 275 236 

• Octol .... r 15th, 19.12. 

20. Sundry Liabilities. 
The figures for 1932 and 1933 cover the following 

items in the Creditanstalt balance-sheets : 

Schillings (ooo,ooo's) 

Rediscounted finance bills. • • • 
Mortgage bonds • • • • • • • • 
Bonds covere<! by building Joan• • 

22. Guarantees. 

IQJl JQ]:-

61.0 8.o 
J0.6 29.0 
37·9 4''·7 

For 1933, this item includes the Go\'emml"nt 
guarantee of 20 million schillings accorded to the 
Escompte-Gesellschaft in April 1934, but shown in 
its balance-sheet as at the end of 1933. The aml 
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liabilities of the Creditanstalt declined from 68.7 
millions at the end of 1932 to 51.8 millions at the 
end of 1933· 

23. Other Contingent Liabilities. 

The figures shown tor 1932 and 1933 represent 

exclusively the "live claims ·: of the foreign 
creditors of the Creditanstalt wh1ch became frozen 
after the crisis of May 1931. These claims are not 
shown in the balance-sheet proper, as they 
constitute a liability, not on the assets, but only 
on the net profits of the bank. 

Summary of Profit·and.Loss Aeeounts. 

In the Summary Table, an attempt has been 
made to show, not only the banks' profit-and-loss 
position on current transactions, but also the 
extent of their losses and the manner in which 
these losses were covered. For this purpose, 
amounts written off have been divided into. those 
of an extraordinary and of an ordinary nature (the 
latter representing the normal depreciation accounts 
included year by year in the banks' profit-and-loss 
statements), and net profits or losses have been 
shown (a) including and (b) excluding the extra
ordinary depreciation accounts. 

As the Creditanstalt has not published any 
complete profit-and-loss account for 1931, and the 
accounts published after the reconstruction relate 
to the two years 1931 and 1932 jointly, it has been 
thought advisable to cover both years in the last 
column referring to all the four banks concerned. 
In this statement for 1931-32, double-counting on 
account of sums brought forward in 1931 has, of 
course, been avoided. Separate figures for each 
of the years 1930, 1931 and 1932 relating to three 
banks only (i.e., excluding the Creditanstalt) are 
also shown. 

Item 7(b) refers exclusively to the Creditanstalt. 
The figure for 1931-32 covers, not only the purchase 
by the Government of the Creditanstalt bills held 
by the National Bank, but also the Government 
bonds issued against the live claims of the foreign 
creditors. The contribution of the Government 
and the National Bank to the trust company on 
behalf of the Bankverein and the Escompte
Gesellschaft are not included in the Summary Table. 

The extraordinary off-writings - item 4(b) -
shown for 1933 refer exclusively to the Escompte
Gesellschaft ; as pointed out above, they were 
actually carried out in April 1934 and were covered 
in large part by the cancellation of the bulk of the 
company's share capital and reserves, shown under 
7( a) for 1933. The latter item also includes cover 
of the Bankverein net operating Joss of 3.8 million 
schillings for 1933, which was provided for through 
the reconstruction of April 1934 and the amalgama
tion of the Bankverein with the Creditanstalt. 

Item 13 refers to the net profits oi the Lander
bank, which are transferred to its head office in 
Paris. 
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BELGimi. 

Introductory Note. 

ln the course of 1933, two Belgian banks of 
secondary importance failed, four minor ones were 
absorbed by other institutions, and a small new 
bank was established, brin~;ing the total number 
of banks ,reported by the Moniteu' des intblts 
~att!riels to fifty-nine as compared with sixty-two 
m 1932. The ten~ency towards increased liquidity 
already apparent m 1932 became more marked in 
the cour:-e ?f I933. as can be seen from the very 
substantial mcrease in cash and similar items, which 
amounted to over 25 per cent of aggregate deposits, 
etc., at the end of I933. as compared with 20 per 
cent a year earlier and I4 per cent at the end of 
193I. Loans and advances continued to fall; 
though at a slower rate than in the preceding years. 
Investments also fell slightly, but this appears to 
be entirely due to private securities, the· banks' 
holdings of Treasury bills, and other Government 
secu.rities having increased. The contraction of 
deposits was arrested and, as the following table 
shows, the increase in deposits in postal savings 
institutions continued. 

.., Central Post Office Commer ... Credit Post n cia! banks Bankofthe 
Savings 

Cheque Bank - Boeren- Office 

"'1 - Total 
Total bond Deposits on -

liabilities to - Clients' 
End the public Total pass-books 

balances 
of deposits and cfa --

1929 29.363 1,275 5,626 2.o87 38.351 
1930 30,001 1,481 7,88o 2,225 41,587 
1931 26,593 1,700 9.387 2,335 40,021 
1932 23,214 1,637 1o,or5 2,464 37.330 
1933 23,289 1,638 10,240 2,704 37.871 

_ Within the commercial banking group, there was 
some shift of deposits to the two largest banks, the 
Societe Generale de Belgique and the Banque de 
Bruxelles ; their aggregate liabilities to the public 
rose by nearly 500 million francs in I933. and at 
the end of that year they accounted for 35 per cent 
of the liabilities of all banks reported. 

The mixed character of Belgian banking has 
been emphasised in the previous editions of this 
Memorandum. The extent to which banks were 
connected with industrial and commercial enterprise 
is brought out to a certain degree by the figm es on 
the security holdings and participations of the two 
largest banks durin& I930. The Societe Generale 
and the Banque de Bruxelles held together in that 
year 40.3 per cent of the securities and participa
tions of all joint-stock barks. These two items 

· constituted 24 per cent of the total assets of the 

Societe Generale and 37 per cent of the assets c.f the 
Banque de Bruxelles. The percentage distribution 
of securities and participations was as follows : 

Secvritusof 

Belgian banks • • • • 
Foreign banks • • • • 
Electrical enterprises • 
Chemical enterprises • 
Colonial enterprises. • • 
Railways and tramways. 
Coal industry. • • • 
Textile industry • • 
Metal industry. • • 
Glass industry • • • 
Shipping enterprises 
Othera • • • • • • 
Parlicipalitms • • • 

Ban que de Socift6 
Bru""lles G6n6rale 

•5·3 24.8 
6.0 3·3 

21.1 5·· 
2.0 3-l 
4-2 12-9 

7-7 
7-0 
0.7 

25.6 
1.6 
2.6 
1.2 

_H. 
100.0 100.0 

The participations of the Banque de Bruxelles 
were slightly larger than its security holdings. The 
low percentage of 3· 7 for the Societe Generale is 
misleading, because in all probability the Bank 
holds a controlling interest in most of the enterprises 
indicated. This diversity and extensiveness of the 
interests of the two banks is significant in connec
tion with the ultimate destination of the loans and 
advances of the banks. 

The potential danger of direct relationships 
with industry during an economic depression 
appears to have been realised by the big banks, 
and the four largest banks created holding 
companies to serve as intermediaries. The Govern
ment's own apprehensions on this score and the 
difficulties with which the Banque beige du travail 
was faced in the early summer of I934,1 induced 
the Government to avail itself of the special 
powers given to it for six months by a Law of 
July 31st, and to pass four important decrees 
relating to banking and credit. The first three 
decrees (No. I, 2 and 3 of August 22nd) aim at 
strengthening confidence and cheapening the cost 
of credit by a radical reform of the prevailing system 
of mixed banking. (Co-operative credit societies 
and the Caisse generale d'epargne et de retraites 
are subject to special regulations.) Existing banks 
are required, by the end of 1935, either to give up 
their industrial banking activities or to split up 
into two distinct concerns with a view to separating 
their industrial banking and deposit banking 
activities. Deposit banks emerging from such a 
transformation are to have a capital of not less 
than I million francs, and may not hold shares in 
industrial, commercial or agricultural enterprises. 

l Though the total liabilities to the public of the Banque beige du travail amounted to only 394 million francs at 
the end of 1933. the Bank was important because of its intimate connection with the larger co-operative credit oocieties. 
It finally suspended payments on October 2nd, 1934· 
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BELGiilll. COMMERCIAL BANKS Table 2 (a). 

ACCOUNTS 

Number of banks . . . . • . I I I • I I I I 

ASSETS. 

I. Cash • . • . • • I • I • • • • I • • • • • 

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

Bank . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . 
3· Bills discounted and bought. . . . . 

(a) Treasury bills • • . . . . . . . 
(b) Commercial bill~. Inland. . . . . . 
(c) Commercial bills, Foreign . . . . . . 

4· Investments and Securities. . . . . . . :.· ! 
(a) Government • • . . . . . . . • . • 
(b) Other • . . . . . . . . . ••• 

5· Participations . . • . . . . . . . . 
6. Due from Banks (Correspondents) . . . . . . 

1 (a) Athome....... . 
(b) Abroad ..... . 

7· Loans and Advances ....• I I o I I 

(a) On current account ... , . . .. , • 
(b) Other . . . . . . . . I I I o I I o 

8. Cover for Acceptances . . . . . . . . . . 

SUMMARY OF POSITION AT THE END OF : 

1929 1931 1932 1933 

88 62 62 59 

Francs (ooo,ooo's omitted) 

6.557 

~t,ogi 12,002 

9· Premises, etc.. . . . . . . . . . . . . I 
10. Sundry Assets • . . . . . . . . . . . 4II 514 447 473 
n. Total Assets . . . . . . . . . . . • -:3::-:7=-,7=-4700:-I-3::-:8::-,9=-4"'"'1:-I--::-33=-,..,.,65:-:0:- 1--=3-=o,2-::-::-747"' -3::-:o=-,5=-:7::::8:-

LIABILITIES. 

12. Capital paid up . . . . . . . . . . . . . . . 
13. Reserve Funds • • . . . . . 
14· Profit-and-Loss Accounts, Undivided Profits, etc. 
15. Cheques and Drafts, etc., in circulation • • . . 
16. Due to Banks (Correspondents) . . . . . . 

(a) At home . .. • . . . . . . . . . . 
(b) Abroad . . . • • . . . . . 

17· Deposits • . . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits ..• 
(b) Savings accounts ..........• 
(c) Time or fixed deposits . . . . . . . . . 
( tl) Other deposits . . • . . . . . . . . . 

18. Rediscounts and other Borrowings . . . . 
19. Acceptances and Endorsements. . . . . . . 
20. Sundry Liabilities. . . . . • , . . 
21. Total Liabilities . • . . . . . . . . . . 

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

37,740 

0.144 

30,001 

38,941 33,650 

0.144 0.144 

3.g86 
2,653 

421 

23,214 

30,274 

0.144 

23,289 

30,578 

0.144 
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They are to invest their funds mainly in Gc,vern
ment, municipal, provincial and colonial securities ; 
they may invest up to a quarter of their ~;wn capital 
in the shares of other deposit banks, and may hold 
for a maximum period of six months Belgian or 
foreign securities which they undertake to issue. 
Monthly balance-sheets are to be published in the 
Official Journal as from June 30th, 193s; according 
to a standard form to be devised by the Government. 

The Societe nationale de credit a l'industrie, 
formerly a semi-public mortgage bank, is authorised 
to take over such existing long-term industrial, 
commercial and agricultural loans l and participa
tions as the joint-stock banb may wish to transfer 
to it and which the administration of the Societe 
nationale considers sound. It is to pay for these 
with 3 per cent Government guaranteed debentures 
which it is authorised to issue up to the amount 
of 2,000 million francs. These debentures will be 
accepted by the National Bank of Belgium as 
security for advances. The loans so transferred 
are extended over a period of twenty years, and are 
to pay only 41 per cent interest. The banks 
guarantee both interest ap.d capital on loans 
transferred to the Societe nationale. With the 
difference of 11 per cent between the interest on 
its debentures and the interest paid on loans, the 
Societe nationale is to constitute a reserve fund 
against eventual losses arising out of the failure 
of such banks as had transferred to it their long
term obligations. 

The fourth decree (No. 7 of August zznd, 1934) 
aims at inducing a revision of contracts by 
permitting private borrowers, until ~he end of 193S, 

to reimburse capital loans before the due date at 
three months' notice. 
, The Government has reduced to 4l per cent the 
interest rate to be paid on loans gr<>nted by institu
tions of a public character, such as the 1,300 million 
francs @ranted by the Societe nationale de credit 
a l'industrie before its reorganisation, the 79S mil
lion francs of credits opened by the Association 
nationale industrielle et commerciale, and the 
advances made by the Caisse g6nerale d'epargne 
et de retraites. In accordance with this policy, 
the National Bank of Bel@ium reduced its discount 
rate to zl per cent as from August 28th, 1934. 

Two other important decrees were passed at the 
end of September. The first relates to the control 
of the operations of the long-term capital market, 
money changers, stockbrokers, small banks and 
industrial and commercial enterprises. The second 
decree provides fot the temporary extension of 
the SGurces of credit of the middle and artisan 
classes. In addition to the two existing organisa
tions, the Outillage artisanal and the Caisse centrale 
de petit credit professionnel, a third temporary 
institution is to be created with the assistance of 
the National Bank, Caisse d'epargne and the 
Ministries of Economic Affairs and Finance. The 
funds to be placed at its disposal will be raised 
through the issue of 100 million francs of debentures 
destined for the mobilisation of the advances made 
by the banks to small industry, by a grant of 
so million francs by agencies participating in its 
formation, and by the issue of Government 
guaranteed bills (bons de caisse) up to a maximum 
of zso million francs. 

Balanee-sheei Summary. 

3· Bills discounted and bought. 
The sums shown represent net amounts excluding 

rediscounts. 

4 and s.' Securities and Participations. 
Figures available for banks holding about 8o per 

cent of the securities and participations of all 
Belgian commercial banks in 1933 show that a~ut 
so per cent were in the form of Treasury btlls, 
State bonds and other public securities. 

6, 7 and 8. Correspondents, Loans and Advances, 
Cover for Acceptances. 
The major part of the current account loans 

represents long-term working credits granted by 
the banks to the undertakings, industrial and 
other, which they control. 

14. Profit-and-Loss Accounts. 
The figures shown in the summary table represent 

aggregate net profit balances less net losses, as 
follows: 

Francs (ooo,ooo's) 

Net profit. . . . . . 
Net losses. . . . . . . 

Profit balances . . . 

IS-20. Correspondents, 
Liabilities. 

. . 

1930 1931 1932 1933 ----
804 489 446 441 

3 IS •s 17 --Sol 474 421 424 

Deposits and Other 

The following is the specification available in the 
years under review : 

Francs (ooo,ooo's) 1929 IQ30 1931 1932 1933 
-- ------

Deposits • . . . 21,290 . 20,037 I7-So6 18,o8J 
Creditono • . . . . 4.772 2,7S4 2,J<>6 
Bonds, mortgages,. , 

• ) 1,784 
~nd other borrow- 8,o7J 

2.954 2,900 1ngs . •••••• 

Total. •.• ,29,363 -,--30,001 26.;93 2J,214 2J,lH9 

t Unofficial estimates put the total of such loans granted by the joint-stock and other banks at s.ooo million francs. 
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BULGARIA. 

Introduetory Note •. 

The outstanding developments in Bulgarian 
banking in the course of 1933-34 have been t~e 
continued contraction of commercial bank credit 
and the reorganisation of the joint-stock ban~s and 
of two public credit institutions. After falling ~y 
over 2,200 million leva during 1931, commeraal 
bank deposits continued to decline at the ~te of 
about 500 million leva per year until the 
end of 1933. This contraction in deposits was 
accompanied, as the following summary 1 of the 
principal accounts of the private banks shows, ~y 
a further diminution of principal assets, and, tn 

particular, of cash resources : 

. Dec. June Dec. June 
Leva (ooo,ooo's) 31St, 30th, 31st, 30th, 

1932 1933 1933 1934 ----
1. Cash, etc .. . . . . . 726 409 534 SIS 
•· Bill portfolio . . . . . 1,394 !,195 1,202 1,135 
3· Advances. . • • • . . 2,044 2,220 1,953 1,904 
4- Contested accounts and 

637 662 651 protested bills. . 650 
5· Capital, reserves, etc .. . 1,36o 1,339 1,277 1,210 

6. Deposits • . . . . 3.871 3.517 3.294 3,217 

Of wiido: 
(1,256) (1,268) (a) Savings deposits. r-587) !1,421) 

(b) Trade deposits. . 1,876) 1,768) (1,639) (1,354) 
(c) Othercrediton . 1,408) (328) (399) (595) 

1· Rediscounts. . . . . . 276 273 353 304 

8. Total balance-sheet . . 6.594 5.972 5·731 5,510 

The withdrawal of deposits in the first half of 
1933 was met principally by a reduction in cash 
resources, the ratio of cash ·to total deposits falling 
from 18 to II per cent. The fall in the bill portfolio 
was almost entirely compensated by an increase in 
loans and advances. The decline in deposits in the 
second half of the year was accompanied by a 
reduction in loans and advances ; the cash ratio 
rose from II to 16 per cent. The increase in cash 
assets was due both to the seasonal movement and 
to an increase of So million leva in rediscounts with 
the National Bank. Between the end of 1932 and 
1933, the proportion of bad or doubtful debts to 
total loans and discounts increased from 18.8 to 
21 per cent. There was some improvement in the 

position of the ba.nks in the first half of 1934 ; 
cash assets were maintained at a high level despite 
the usual seasonal reduction and the decline of 
some so millions in rediscounts, and deposits 
remained fairly stable. 

The effects of the depression and of the various 
economic and monetary developments on the three 
groups constituting the entire Bulgarian joint
stock banking system are shown by the following 
summary of their principal accounts at the end of 
1929 and 1933 : 

Per-
cent· 

Dis- age of 
Capi- counts Total bal· 

tal,re· Depo- bal- ance• 
Leva (ooo,ooo's) sits 

and sheet 
serves, ad- ance- total 

etc. sheet of aiJ 
vances joint· 

stock 
banks 

-- -- --
Four foreign banks)~:~~ 295 3.389 3,264 3·758 45 

402 1,557 1,377 2,238 39 
Two large Bulga-~1929 194 1,641 1.563 1,944 23 

rian banks. • • 1933 210 814 649 1,418 24 

Other joint-stock! 1929 669 1,929 2,167 2,740 32 
bank• ....• 1933 665 839 778 922 37 

Despite a reduction during the crisis of 54 per 
cent in their deposits and of 40 per cent in their 
aggregate accounts -due pi:incipally to the calling
in of credits by their head offices during the 
European banking crisis of 1931 - the foreign 
banks remain the most important commercial 
credit institutions in Bulgaria. The reduction in 
the deposits and discounts and advances of the 
Bulgarian banks, particularly of the smaller 
institutions, has been very heavy, and appears 
largely to reflect the effects on the economic and 
banking situation of the extensive legislation passed 
in the course of the depression. 1 

The amalgamation of eight Bulgarian joint-stock 
banks into one large institution, the Credit Bulgare, 
was effected with State assistance in the course of 
October 1934. The original capital and total 

1 These accounts are taken from the quarterly reports of the Commissioner of the League of Nations in Bulgaria. 
They refer to the same number of banks as the statistics published in the Bulletin of the National Bank of Bulgaria 
and reproduced in the balance-sheet summary at the end of the introductory note, but they are classified on a basis 
differ~nt from that of the National Bank. 

1 For an account of the divene l~gislation relating to debts, the protection of deposits, etc., see the quarterly reports 
of the Commissionf'r of the l.t-ague of Nations in Bulgaria. 
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BULGARIA. COMMERCIAL BANKS Table,3 (a). 

ACCOUNTS 

Number of Banks, Branches and Sub-branches. • . 

AssETS. 

1. Cash. . . . . . . . . . . . . . . . . . . . 
( 11) Gold, silver and small coins. • . • • • . 
(b) Inland notes and balances with Central 

Bank . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . • . . • . • • 

- 3· Bills discounted and bought. . . . • • • . . . 
(a) Treasury bills. . . . . . . • . . • . • 
(b) Commercial bills, Inland. . . . • . • • 
(c) Commercial bills, Foreign .•..•... 

4· Investments and Securities. . • . . . . • . . 
(a) Government . . . . • • . . . • . . . 
(b) Other . . . . . . . . . . ..... . 

5· Participations. • . • . • • . . . . • . • • • 
6. Due from Banks (Correspondents). . . . • • • 

(a) At home ..•••.. · .•.••••• 
(b) Abroad . • • . • . . • . . . • • . . 

7. Loans and Advances. . . • . . . . . . . . . 
(a) On current account . . . • • . . . . • 
(b) Other . . . . . . . . . . . . .••• 

8. Cover for Acceptances . • . . . . . • • • . • 
9· Premises, etc. . . . . . . . . . . . . . . . . 

to. Sundry Assets . . . . . . . . . . . . . . . 

II. Total Assets . . . . . . . . . . . • • • • • 

LIABILITIES. 

12. Capital paid up . . . . . . . . . . . • . • 
13. Reserve Funds . . . . . . . . . . . . . . . 
14. Profit-and-Loss Account, Dividends Account, etc. 
15. Cheques and Drafts, etc., in circulation • • . • 
16. Due to Banks (Correspondents) . . . • • . . • 

(a) At home •........••.... 
(b) Abroad • • . . . . . . • . • . . • . 

17. Deposits, etc. • • • • • . . . . . • . . . . 
(a) Current account and sundry deposits . • 
(b) Savings accounts • . . . . . . . • . • 
(c) Time and fixed deposits . • • • . . • • 
(d) Other deposits • . . • • . . • . . . • 

18. Rediscounts and Other Borrowings . • • • • • 
19. Acceptances and Endorsements . . • . . . • . 
20. Sundry Liabilities. . . . . • • . • . • . . . 

21. Total Liabilities. . . . . • . • • • • . . • • 
22. Rediscounts . . . . . . . · . . . . . . . . 
23. Guarantees . . . . . . . . . . . . . . . . 
24. Value of currency in Swiss francs at the end 

of each year . . . . . . . . . . . • • • . 

SUMMARY OF POSITION AT THE 
END OF: 

135 

-19_3_0_, __ 1_93_1-~ -1-93_3_ 

138 131 9 II8 
---· 

Leva (ooo,ooo'a omitted) 

714 870 
)

' 708 721 

-
200 163 

1,400 1,II7 

3,056 2,293 - -
207 205 

46 17 
161 188 
51 48 
57 6I 

3.938 3.489 -

223 
SIX 

215 
545 

2,564 2,040 

29 
275 

1,133 

36 
297 

1,173 

II 

173 
44 
39 

1,953 

32 
271 

1,029 

8,441 7,411 6,684 !1,861 !1,064 
-'--I ---'--1 

1,002 x,oss 
155 162 
uS II4 

1,129 
174 
62 
20 
96 

1,107 
182 

30 
19 
78 

1,041 
x86 

x6 
IS 
54 

4.449 3.918 3.293 

'29 36 32 
725 491 427 

8,441 7,411 6,684 !1,861 
--'---1--'--

!1,064 

352 
307 

277 
361 

0.037 0.037 0.037 O.OJ7 O.OJ6 
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balance-sheet of these eight institutions 1 amounted 
to 200 and 1,019 million leva respectively, and, 
after an evaluation of the accounts by a Special 
Committee, these two items were accepted at 82 
and 945 million leva respectively. The Govern
ment contributes so million leva to the capital of 
the new bank, and the National Bank is authorised 
to grant it an extraordinary loan of 100 million leva. 
A plan for the amalgamation of the remaining 
private banks, some 120 in number, is under 
consideration. Soon after the creation of the 
Credit Bulgare, the Government proceeded to the 

_amalgamation of two public credit institutions, 
the Agricultural Bank and the Central Co-operative 
Bank, • under the name of "Banque agricole et 
cooperative de Bulgarie ". At the end of 1933, the 
deposits of these two institutions totalled 5,287 and 
740 million leva respectively, and their balance
sheet total amounted to 8,177 and :1,337 million 
leva respectively. The amalgamation does not 
involve any revaluation of assets, but merely 
combines the accounts of the two institutions. 
The new bank has been given very extensive 
powers with regard to the extension of credit and 
the control of co-operative and people's banks. • 

Balance-sheet Summary. 

9- Sundry Assets. 
This item includes credits in litigation (i.e., 

doubtful loans), protested bills and losses, in 
addition to sundry accounts not specified. The 
first two sub-items ·amounted to the following 
sums: 

following aggregate amounts : 

1929 1930 
----

Leva (ooo,ooo's) 8 IS 

:17. Deposits. 

1931 1932 1933 -- ----
54 31 ... 

Leva (ooo,ooo's) 1931 1()32 1933 The detailed composition of deJX'sits is shown 

Credita in litigation 448 
since 1931 as follows : . . . 391 511 

Protested bills • . . . . . 134 169 151 

Total. . . . . . 525 617 662 

14. Profit-and-Loss Account, etc, 

The sums shown under this heading represent 
the aggregate net profits of the banks which made 
profits. The net losses incurred by other banks are 
not deducted from the net profits as here shown 
but are included under sundry assets, to th~ 

Leva (ooo,ooo's) 1931 1932 1933 

Savings deposits, up to one 
month. • 

Savings depo~ib, ;,~,..: tha~ 
1,640 1,4J6 ... 

one month. . . . 226 165 ... 
Commercial deposits . . 2,001 1,929 ... 
Other creditors, . . . . . ss2 388 ... 

Total deposits • . . 4.449 3,918 ... 
Whereof ;.in foreign 

currencies. . . 863 392 ... 

1 The eight founder banks are : . the International Bank, Union of Bulgarian Banks, T. Pazardjick Commercial 
Bank, Burgaa Bank, T1mov~ Commercia! and Credit Bank, Pleven Commercial and Credit Bank, G. Orahoviua Commercial 
Bank and th~ Zagora Bulganan Econonuc Bank. The principal accounts of the eight banks before and after amalgamation 
are oummarised below : 

1. Bonds and stocks • 
2. Bill portfolio . • , 

Original As approved 
amount by Commission 

Leva {ooo,ooo's) 

32 
So 

27 
So 

3· Advances on bills • 223 221 
204 4· Advantft, ••• , • , • , • 273 

S· Contested accounts and pro-
tested bilht • • • ,. • • • • 14() to8 

6, Capita!, etc. , • , • , • , • 200 82 
7- Total deposits. • • • , • • • 474 474 
8. Redi"Cotmts and borrowings , 173 172 
9. Total balance-sheet • • • , , 1,019 945 

b~ after the amalgamation, four provincial banks with a total capital of 24 million leva were admitted to the 
com me. 

and z;oc an ~nt of the functiooa and importance of these two institutions, see Commerci41 B11,.1ts, z9~s-z933, pages 69 

the c.!, d~Jed accouf nt of the principal powers of the new public credit institution is given in the report of 
lllliiStoner o the League dated November 17th, 1934, page ,5. 
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CZECH OSLOY AI\IA. 1 

Introduetury Note. 

The commercial banks of Czechoslovakia were in 
a less exposed position during the international 
financial crisis of 1931 than those of neighbouring 
countries. In the course of 1930, as a result largely 
of the recession of business activity and the 
consequent fall in the demand for credit, the banks 
converted a net balance of foreign indebtedness of 
748 million K~. into a credit balance of 176 million 
K~. Though their foreign position on short-term 
account was favourable, they did experience 
considerable embarrassment in the summer of 1931, 
when substantial withdrawals of foreign credits 
from Czechoslovak banks and industries took place 
and a high proportion of short-term claims abroad 
was immobiliscd through exchange restrictions, 
standstill arrangements, etc. The foreign exchange 
reserves of the National Bank declined from 
2,447 to 1,o6o million K~. (not including losses 
on sterling and other depreciated currencies) in the 

Deposits at end of year 
~ (ooo,ooo's) 

Number of 
institutions 
at the end 

of 19"9 

course of 1931, over half the loss occurring in the 
third quarter of that year. The banks could not 
call in domestic credits rapidly enough to meet the 
withdrawals of foreign funds, which were covered 
partly by disposal of foreign assets1 and particularly 
by recourse to the National Bank, whose bill 
portfolio soared from 479 to 2,159 millions in the 
second half of 1931. A system of exchange 
restrictions was introduced in October 1931. 

During 1931 and 19J2, there was a tendency for 
deposits to be transferred from the commercial 
joint-stock banks to the various groups of savings 
banks and credit associations. (Thus there was no 
distrust in the banking system taken as a whole, 
a fact which is confirmed by the stability of the 
note circulation.) The movement of deposits 
among the various groups of credit institutions is 
shown in the following table : • 

19]0 19]1 1933 

Numbt>r of 
institutions 
at thr. l'nd 

ul 1933 

Czechoslovak savings banks • • • • • • 
People's ctedit and savings associations • 
District agricultural ctedit and savings 

18,2o8 
6,00~ 

:u,6.z6 
7·4"1 

at,819 
7o57a 

20,639 
7.333 

associations in Bohemia • • • • • • 173 J,6J2 4.276 174 
Total. • • • • • . 

Deposits and cteditors (correspondents) 
of joint-stock banks in Bohemia, 

22 Moravia and Silesia. • • • • • • • • 
!----

Grand total • • • • • • 

It will be observed that aggregate deposits in 
the three groups of savings banks rose by •MOO mil
lion Kc. between the end of 1929 and the end of 
1933, while those in the joint-stock banks fell by 
over 6,000 million K~. The latter accounted for 
only 38 per cent of total deposits of the institutions 
included in the above table in 1933, as compared 
with 48 per cent in 1929. The total volume of 
deposits decreased only moderately between the 
end of 1930 and the end of 1932 ; the decline 
which took place in 1933 was partly due to the 
Government's Employment Loan, floated early in 
that year, which realised nearly 2,000 million Kc. 

The Banking Law of April 1932, the main 
provisions of which were described in the last issue 

jJ,lJ9 

26,.z8() 20,688 

of this Memorandum, played an important part in 
connection with the bank reconstructions which 
had to be undertaken in the course of that year as 
a result of losses suffered by the banks, chiefly on 
their extensive industrial interests. One feature 
of the law was to raise the contributions of the 
Government and the banks to the Reconstruction 
Fund which had already been set up in 1924. On 
the basis of these contributions, the fund issued 
additional interest-bearing securities to a nominal 
value of over 700 million Kc. ; it handed over these 
securities to the banks requiring support, to 
replace - for the purposes of balance-sheet 
reconstruction - their lost or depreciated assets. 
In the case of two big Prague banks (the An~;lo-

I As it was not poosible, ·for reaoona of apace, to give a full account of ~eeent banking developments in Czechoslovakia 
in tbe last edition of this volume, tbe present chapter covers tbe entinl period 1929-1934· 

1 The net credit balance of Czechoslovak banks on short-term account fell from 176 to 3 million Ke. during 1931. 
1 Based on figures given in the M...Uioly BuUeliJJ of 1/u Naliorlal B41JII of Czecltoslou4ki4. The table leaves out 

of account such important C!edit organisationa as the Schultze..Delitsch and Raiffeisen co-operative credit 
associations. The three gronpe of savings inatitutions shown may, however, be regarded as representative. 
(Cf. the table given in the Introductory Note in the last edition of th;. MeMM'4MII,., which, however, for all groups. 
included creditors.) With regard to joint..,tock bank depooits, the figures of the Bulleti,. include correspondents 
and differ slightly from the corresponding item (i.e., 15 and 16 combined) of the Summary Table, which is 
based on the more detailed but Ieos up-to-date reports of the Official Bureau of Statistics. 
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Ceskoslovenska a Praika banka and the Ceska 
prumyslova banka) and the Moravsk3. banka (Bank 
of Moravia), the State cancelled its deposit claims 
and lent its guarantee to cover a certain amount 
of other deposits. These three banks effected 
considerable reductions in their share capital 
and reserves, and applied the resulting book
keeping profit to writing down their assets. The 
other four large Prague banks held substantial 
amounts of their own share capital which they 
had purchased to support quotations and thus 
maintain confidence. They agreed to cancel these 
shares, and the share capital of the four institu
tions in question was consequently reduced from 
910 to 68o million Kc. The aggregate share capital 
of all the seven banks mentioned amounted to 
970 million Kc. at the end of 1932, as compared 
with 1,475 millions at the end of 1930. 

In 1933, efforts were made to secure a general 
reduction of interest rates. A "Central Arbitration 
Board for cases of illicit competition in financial 
and banking matters " had been in existence since 
1929, with the principal object of restraining the 
competition for deposits mainly by securing 
regional agreements regarding the deposit rates 
granted by banks and other financial institutions. 
On the basis of a Law of March 2nd, 1933, new 
attempts were made to regulate the competition 
among banks and to obtain a greater uniformity 
of loan and deposit rates at a lower level. A 
Government Ordinance c.f May 29th, 1933, fixed 
maximum scales of interest rates, varying according 
to the nature of the debt contract and also according 
to certain geographical divisions of the country. 
These regulations further provided that the rates 
of interest on loans and advances charged by banks 
and other financial institutions should vary with 
the discount rate of the National Bank. 

On :February 17th, 1934, the gold content of the 
Czechoslovak crown was reduced from 44.58 to 
37.15 milligrammes of fine gold- i.e., by 16.66 per 
cent. At the same time, the minimum reserve 
ratio of the National Bank was reduced from 35 per 
cent to 25 per cent ; but the reserve is henceforward 
to consist of gold alone. In conjunction with this 
measure, it was decided to establish a Rediscount 
and Lombard Institute, partly in order to utilise 
the scope for credit expansion which had been 
created by the devaluation of the currency. 1 

The character of the Institute was laid down 
by a Law of March 14th, 1934, according to which 
the principal object is '' to grant to or act as 
intermediary in obtaining credits for financial 
institutions, either against bills of exchange or 
against collateral ". Its resources are partly 
provided by the State, which contributed a fund 
of zoo million Kc., and partly by banks and similar 
institutions, which are required to maintain 
deposits with the Institute equivalent to 5 per 
cent of their own deposit liabilities to the public. 
Moreover, the Institute is authorised to borrow at 
the National Bank ; it also received a guarantee of 
the Ministry of Finance on its borrowings up to 
500 million Kc. An important object of the 
Institute consists in equalising the degree of 
liquidity as between different banks and different 
groups of credit institutions, in view of the large 
transfers of deposits which have, in recent years, 
taken place within the banking system as a whole. 
The Institute has also been entrusted with the task 
of regulating the market of Government securities. 
Finally, it has been assigned special functions in 
carrying out the liquidation of financial institutions, 
as occasion arises. All activities of the Institute 
are confined to financial institutions ; thus, e.g., it 
is not entitled to accept deposits from the public. 
It began operations on May Ist, 1934. 

Balunco-sheet Summary. 
I. Cash. 

The figures given are composed as follows : 

Kc. (ooo,ooo"s) 1929 ~~~ 1932 

sh (Kassabarschaft). . . 1,0]9 967 
Sight balances with the 
Ca 

Central Bank and the 1,715 2,6]0 
Post<heque Clearing 
Office. . . . . . . . . 971 86g 

Total, -- --. . 2,010 1,8J6 1,715 2,6]0 

The figures shown for 1931 and 1932 include 
sight balances with other banks, part of which were 
previously shown separately under group 2 and 

foreign notes, also formerly shown in that group. 
No distinction is made among these items. 

2. Other Items of a Cash Nature. 
The figures given are composed as follows : 

Kl. (ooo.ooo's) 1929 1930 1931 1932 --
Money on call with domestic 

banks. 
Notes. bills ·a~d ~hequ~.~tc·. ~530 725 - -

in foreign currency • . 514 598 218 68 

Total. . . 1,044 I,J23 218 68 

See note to group I above. 
[Continued on pag• z6. 

1 
The facilities of the Nation~! B~k for this PurPose were considered inadequate, especially, it would appear, 

on b~u:unt of the l~rge and r1g1d 1tem of State debt (inherited from the early post-war period of currency 
!ta 1 bon) among Jta assets serving as supplementary cover for its sight liabilities : in comparison with a note 
JMue of 5:4. null•~d Kt., the State debt amounted to 2.6 milliards at the end of January 1934 though it declined 
to 2han·

15 nulbards m the followmg month by the application of the net revaluation profit on the Ba~k's gold and foreign 
exc ge reserves. 
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CZECHOSLOVAKIA. cm.tMERCIAL BANKS Tublo 4 (a). 

SUMMARY OF POSITION AT THE - END OF: 
ACCOUNTS 

1929 1930 1931 1931 

Number of Banks. • • • . • . . . . . • . . . 22 23 23 22 

ASSETS. Korony (ooo,ooo's omitted) 

I. Cash • • • . . . • • • • • . . . . . • . . 2,010 1,836 ( (a) Gold, silver and small coins • • • • . . - -
(b) Inland notes and balances with Central 1,933 2,697 

Bank . . . • . . • . . . . . . . . - - \ 2. Other Items of a Cash Nature . . . . . . . . 1,044 1,323 
3· Bills discounted and bought . . . . • . . . . • 2,728 2,818 2,157 1,917 

(a) Treasury bills • . . . . . . . . . . . - - - -
(b) Commercial bills, Inland. . . . . . • . 2, 728 2,818 2,157 1,917 
(c) Commercial bills, Foreign . . . . . . . - - - -

4· Investments and Securities. . • . . • . • • . 2,725 3·044 3,419 2,631 
(a) Government • . . . • • . . . . . . . - - - -
(b) Other • • . • • • • • • . . . . . . . - - - -

S· Participations • • • • • • • • , . . . . . . 1,054 I,IOO 821 Sox 
6. Due from Banks (Correspondents). . . . . . . - - - -

(a) At home. . ••.• . . . . . . . - - - -• • 
(b) Abroad . • . . . . . . . . • . . . . - - -

7· Loans and Advances ••. . . . . • • • • . 20,643 20,548 17,242 14,639 
(a) On current account • . - - - -. . . . . . . . 
(b) Other . . . .. . - - - -. . . . . . . . . . 

8. Cover for Acceptances. . - - - -. . . . . . • • . . 
9· Premises, etc. . . . . . . . . . . • . . . • 385 415 531 516 

10. Sundry Assets • . . . . . . . • . ~ . . . • 756 868 853 527 
II. Total Assets . . . • . . . . • . . . . • . • 31,345 31,952 26,956 23,728 

LIABILITIES. 

12. Capital paid up. • . . . • . . . . . . . • • x,845 1,852 1,533 1,284 
13. Reserve Funds • . . . . . . . . . . . . . . I,J82 1,431 I,OII 904 
14. Profit-and-Loss Accounts,DividendAccounts,etc. 253 205 66 65 
15. Cheques and Drafts, etc., in circulation • . . . - - - -
16. Due to Banks (Correspondents) . • . . • . . . 7·787 7.038 5.542 4.154 

(a) At home. . . . . . . . . . . • . • . - - - -
(b) Abroad 

. . . . . . . . . . . . . • • . - - - -
17. Deposits. . . . . . . . . . . . . . . . . • x8,63o 19,871 17,382 I6,JJ7 

(a) Current accounts and sight deposits. . • 9.703 9.972 8,285 7·741 
(b) Savings accounts . . . . . . . . . . . 8,927 9.899 9,097 8,596 
(c) Time or fixed deposits. . . . . . . . . - - - -
(d) Other deposits . . . • • • . . . . . . - - - -

r8. Rediscounts and other Borrowings . . . . • . - - - -
19. Acceptances and Endorsements. . . . . • . . - - - -
20. Sundry Liabilities. • • . . • • . . . . . . . 1,448 1,555 1,422 984 
21. Total Liabilities. . . . . . . • . . . . . . . 31,345 31,952 26,956 23,728 

22. Value of currency in Swiss francs at the end of 
each year. . . . . . . . . . . . . • . . . o.15 o.15 o.15 o.15 



16 

CZECHOSLOVAIHA. COl\ll\IERCIAL BANKS Table 4 (b). 

SUMMARY OF PROFIT-AND-LOSS 
ACCOUNTS AND DISTRIBUTION 
OF PROFIT FOR THE YEARS : 

ACCOUNTS 

Number of Banks. . . . . . . . . . . . . . . . 
Capital paid up. . • . . • . • • • • • • • • . . 
Reserves and Undivided Profits • • . • • • • • • 

I. Gross Profits • • . . . . . . . . . . . . . 
To be deducted: 

2. Expenses . . . . . . . . . . . . . . . . , 
(a) Salaries, etc. • • . . • • . . • • • • 
(b) Other working expenses • . . . . • • 
(c) Taxes, etc.. . • . • . • • • • • • • 

3· Reserve for Pension Funds, etc.. . . . • . • 
4- Written off on (Depreciation Accotints for). • 

(a) Premises, etc. • • . • . . • • • • . 
(b) Investments and securities. • . . . 
(c) Other assets • • • • . • . . . . . • 

5· Remaining Net Profit ( +) or Loss (-) • • • 
6. Carried forward from preceding year. . • • • 
7· Taken from Reserves or Capital •••••.• 

8. Total Amount disposed of for Dividends, etc •• 

9· 
10. 
·u. • • • 

Carried to Reserves . . . . . . . . . . . . . 
Dividends. . . . . . . . , . . . . . 
Directors' Fees. etc. . . • . , . . . . . . . 

12. Carried forward to following year. • • • . • 

IJ. Total as above. • . . . . . . . . . . . . . 

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

1929 

22 

884 

630 
479 

86 
65 
I3 
23 
12 

II 

218 
22 

240 

52 
I 54 
I2 
22 

240 

0.15 

1930 

23 23 

Korony (ooo,ooo's omitted) 

1,852 1,533 
1,453 - I,039 

826 

6zo 
477 

81 
62 

IS 
23 
14 

9 I 
168 
22 

190 

24 
I29 

9 
28 

190 

0.15 

639 

550 
445 
-68 

37 
2 

~93 
12 

676 
5 

-607 
28 

642 

64 

8 
33 

2 
21 

64 

o.IS 

1932 

22 

1,284 
92I 

541 

4 

42 
2I 

63 

I3 
25 

I 

24 

63 

0.15 

3· Discounts. 

The figures given represent exclusively domestic 
commercial bills. The foreign bills held by the 
banks are included in group 2 above ( cf. note 2). 

general heading " Debtors ", and are composed as 
follows : 

6. D1u from Banks. 

Not shown separately : included in " Debtors in 
current account" (cf. note 7 below). 

7· Loans and Advances. 

'The sums in this group of the table are shown 
in the Czechoslovak banking statistics under the 

~. (ooo,ooo's) 1929 IQJO 1931 1932 ----
Credits covered by aec:u-

rities • . . . . . . J,l26 ~.774 1,759 I,J14 
Other debtono from the 

banking business • 17.495 
Debtoro of the Commercial 

17.730 15,443 13.295 

Departments . . . . . •• 43 40 JO 

Total. . . . 20,643 20,548 17,242 14,639 

The third item above represents credits granted 
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by the banks' commerdal departments for goods 
sold but not yet paid for. 

8. Cover for Acceptances. 
. The sums shown in the table are included in the 
Czechoslovak statistics in the group " Debtors " 
(see note 7 above). 

Io. Sundry Assets. 
The composition of the sums shown in the table 

is given below : 

Ka. (ooo,ooo's) 1929 1930 1931 1932 
------

Mortgage, municipal, land 
improvement and railway 
loans • . . . . . . . 272 368 485 173 

Real estate not for the 
banks' own use. . . b 65 68 8o 

Temporary and sundry 
accounts . . . . . . 402 435 300 274 

Total. . . . 756 868 853 527 

. The mortgage, municipal and railway loans are 
financed by the issue of bonds and debentures. 
As these operations do not enter into the normal 
field of activities of commercial banks, the loans 
have been included in sundry assets and the bonds 
and debentures in sundry liabilities. 

The last item of the above statement consists 
mainly of internal administrative accounts of the 
banks. 

I4. Profit-and-Loss Accounts, etc. 

The sums given represent net profits of the year. 

I6. Due to Banks (Correspondents). 
This item is shown in the Czechoslovak banking 

statistics under the general heading " Creditors : 
Financial Institutions ". The amounts due to 
foreign banks are not separated from those due to 
domestic institutions. 

I7. Deposits. 
The figures shown under (a) are given in the 

official statistics as " Creditors in current account " 
(other than financial institutions; cf.note,I6 above). 
This item is composed mainly of sight deposits, but 
also includes deposits on longer terms. 

The combined figures for (b) and (c) are 
composed of s:wings deposits and " cash certifi
cates " as shown below : 

Kt. (ooo,ooo's) 1929 1930 IQ]I 19)2 --
Deposita on aavin~ 

account. . . . . 7.865 8,J!)6 7-877 7-4Ql 
'"Cash certificates ., . 1,062 1,503 t.~uo I,I<'S 

Total. . . 8,917 9.899 9.<>Q7 s.s96 

The figures shown under (d) represent creditors 
of the commercial departments of the banks. 

20. Sundry Liabilities. 
This item is composed of several accounts shown 

separately in the official statistics as follows : 

K6. (ooo,ooo's) 1()29 19.10 IQ31 lq3• ----
Bonds and dt•bt·ntun·s 

issued. . . . . 268 31i2 483 '57 
Other accounts of the mort-

gage departments . . 2 2 2 I 
Pension funds • . . 210 2J8 213 254 
Other funds not serving as 

cover for lo!!!les. . 34 t>8 is 11 
Temporary and sundry 

accounts . . . . . 924 885 70J 561 
Total. . . 1,448 1.sss 1,42:1 984 

With regard to the first two items representing 
the liabilities of the mortgage departments of the 
banks, see note to group Io above. The last item 
is composed mainly of internal adtninistrative 
accounts, which do not represent direct liabilitit:~~ 
to the public. 

Summary of Profit-and·Lo88 Aeoounts. 
I. Gross Pro/Us. 

The figures given are composed as follows : 

K6. (ooo,ooo's) 192Q 1930 ~~~ --
lntere•t and di!!COnnts . ~10 484 451 319 
Provisions and commissions 287 270 236 184 
Profits on securities, invest-

men ts and participations 70 58 -67 26 
S'undry profits • . . . . . 17 14 19 12 --Total gross profits • . 884 826 6J9 541 

In conformity with the banking practice in 
most countries, net figures for interest earned are 
given above. These figures have been calculated 
by deducting interest paid on deposits and other 
outgoings on account of interest which are shown 
under the expenses in the official Czechoslovak 
banking statistics from the total of the interest 
receipts as given in these statistics. The same 

method has been followed in calculating the sundry 
profits. 
2, Expenses. 

Not including interest paid and sundry expenses 
other than working expenses proper, taxes paid, etc. 
(see note I above). 
3· Reserved/or Pension Funds, etc. 

The figures given include, in addition to amounts 
reserved for pension funds, sums set aside for 
certain other purposes, as shown below : 

Ka (ooo,ooo's) IQ2Q 1930 1931 1932 
--

Reserved for : 
Pension funds • . . 8-9 ~-4 0-4 0.1 
Other funds not aervin g 

"" cover lor '""""" . 2.1 0.2 - -
Other purposes. . . . . 2-4 5·9 J.6 ~ -Tots!. . . . IJ.4 14-5 2.0 1.2 

I 
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FREE CITY OF DANZIG. 

Before the war, Danzig possessed nine banking 
institutions, of which, however, only one was of 
more than purely local importance. In 1917, two 
of the big German D-banks opened branches at 
Danzig, but it was only after the ~ar that Danzig 
developed as a banking centre. As the importance 
of the city in transit trade grew, foreign capital 
participated to an increasing extent in its 
commercial banking system. In addition to the 
German banks already established in Danzig, 
others set up branches there or acquired control of 
local banks. Some of the more important Polish 
banks did likewise, and there was also some inflow 
of French and British capital for this purpose. 

In the first years of the independent existence of 
the Free City, the currency union with Germany 
drew Danzig directly into the orbit of the German 
inflation. At the end of 1923, however, the depre
ciating German mark was abandoned as a medium of 
circulation, and a new monetary unit, the florin (Gul
den) was adopted. In connectjon with the currency 
reform, which was carried out in close co-operation 
with the Financial Committee of the League of Na
tions, the Bank of Danzig was established as a note
issuing Central Bank under a Law ofNovember 2oth, 
1923. Danzig applied a "sterling-exchange stand
ard"; its currency was linked to sterling -and not 
to gold - at the ratio of 25 florins to the pound, 
and the notes of the Bank of Danzig were made 
redeemable in pounds sterling - i.e., in drafts on 
London. The Bank was founded on February 5th, 
1924, as a private joint-stock company, but placed 
under the direct supervision of the Senate of the 
Free City. It was given the right to issue notes up 
to an amount of 100 florins per head of the resident 
population of Danzig, one-third of which must be 
covered by balances at, or notes of, the Bank of 
England, and the rest by commercial bills. For all 
notes issued in excess ot the limit of 100 florins per 
head, full sterling cover had to be provided and a 
tax of 5 per cent paid to the Free City. 

The Danzig currency remained linked to sterling 
until the United Kingdom abandoned the gold 
standard in September 1931; it was then decided 
to tie the Danzig florin directly to gold, and it was 
declared convertible into 0.292895 gramme of fine 
gold (i.t., one twenty-fifth of the gold content of 
the pound sterling at the old parity). ' The reserve 
requirements were extended to include the demand 
liabilities of the Bank of Danzig in addition to its 
note circulation ; and the minimum cover was 
raised to 40 per cent to be held in gold or gold 
exchange, while the direct limitation on the note 
issue was abolished. The liquidation of the sterling 
balances of the Bank of Danzig and their conversion 
into gold and dollars were partly effected before 
the suspension of gold payments by the United 

Kingdom, but the loss on the remaining sterling 
assets severely affected the Bank's profit-and-loss 
account for 1931. Since September 1931, the 
convertibility of the florin into gold has been 
maintained by Danzig without any restrictions. 

The number of banking establishments; which 
during the inflation had risen to over a hundred, fell 
sharply after the currency stabilisation in 1923 and 
has bince remained fairly steady in the neigh
bourhood of thirty. The chief business of the banks 
consists in financing foreign trade, particularly the . 
transit trade to and from Poland. Industrial 
investments and participations are comparatively 
unimportant, a fact which helped the banks to 
withstand the repercussions of the financial crisis 
of 1931-32. In addition to the commercial banks, 
there are seven savings banks with numerous 
branches and agencies in the area of the Free City. · 
These engage in certain commercial banking 
business ; they accept current-account deposits and 
grant short-term commercial credits. · 

The following table, derived from information 
given in the annual reports of the Bank of Danzig, 
summarises the development of the banking system 
of Danzig from 1925 to 1932 : 

Commercial banks Savings banks 

Gulden Of which 
(ooo,ooo's) Of which in foreign 

Deposits in foreign Deposits currency 
and 

cunency current 
End of accounts 

1925 73-5 ... 40.1 23.8 
1929 154·1 43·3 89.1 33·7 
1930 150·5 46.0 95·4 37-6 
1931 1'97·5 ... 75·6 29-5 
1932 . 96·7 ... 73·4 26.o 

Bills dis- Bank of Danzig 
counted by 
commer- Domestic 
cial and Note Sight 

bills dis-savings circulation liabilities End of banks counted 

1925 . . 14.1 . 34·6 5-2 14-7 
1929 54·7 37-8 3·4 8.7 
1930 • 38-7 31·9 2.3 4·4 
1931 . 14-3 44-0 10.2 10.4 
1932 . . 9·3 36·5 9-0 11.6 
1933 . ... 40.2 10.8 14.1 

. The relatively large amounts of foreign currency 
deposits reflect, of course, the importance of foreign 
and transit trade in the economic life of the city. 

The journal of the statistical bureau of the Free 
City publishes annual statistics of commercial banks 
with share capital exceeding 300,000 florins. The 
data provided are not sufficiently complete and 
detailed for the standard form used in this 
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memorandum. They yield, however, the following 
table for the period 1929-1932 : 

Accounts 
Gulden (ooo,ooo's) 

End ol 

19l9 1930 1931 193.1 
--------1---1------

ASSETS. 

Cash and current account 
balances with banks • • 

Other sums due from banks. 
Bills discounted and bought 
Securities . . . . 
Participations . • • 
Loans and advances 

(a) Loans against secu
rities • • • • 

{b) Advances against 
merchandise and 

4·3 3·3 4·' 4-6 
7·• '3·• 6.4 6.8 

••·9 19-3 9·0 8.3 
1.5 1.8 1.7 1.8 
1.5 1.5 1.3 o.8 

5>·4 49.2 44·' 43·4 

(4.9) (2.5) (1.3) (u.3) 

shipments. (•-5) (2.7) (3.2) (3-7) 
(c) Other loans (" Deb-

totS "). • • (45-"l (44-<>) (39.fi) (39-4) 
Premises, etc. • • 3-7 3-7 3.6 3·7 

------~ 
Total assets shown , 93-5 93·0 ~ (>CJ.4 

LIABILITIES, 

Capital paid up. 17.8 18.7 17.7 •7·7 
Reserve funds . 1.6 2.0 1.3 1.1 
CreditOIS • 65.1 62.9 45·8 46·4 
Acceptances. cheques and 

rediscounts. • • s.8 6.6 4-7 3-9 

Total liabilities shown .• - 90·3 89.2 69.5 69.J" 
GUARANTEES. • 4.6 3·5 

PaoFIT-AND~Loss AccOUNTS 

Gross profits. • • • 5·9 
Expenses (including taxes). 3·9 
Written off. , • 0.2 

Net profits. • 1.9 

4·3 
3-4 

2.3 

". 
3•0 

Up to the end of 1930, the above figures cover 
six commercial banks, while for the remaining 
two years the number of banks included is five 
(viz., Danziger Privat-Actien-Bank, the British and 
Polish Trade Bank, Danziger Bank fiir Handel und 
Gewerbe, Danziger Handels- und Industriebank, 
and Landwirtschaftliche Bank). A comparison of 
the figures for " creditors " (which includes sums 
due to banks, etc., besides deposits) with column I 
of the first table above shows that these banks 
do not play a predominating part, taking the 
commercial banks of Danzig as a whole. 

A reference to the first table will show that 
savings bank deposits increased somewhat at the 
expense of commercial banks in 1930, and that the 
decline in 1931 was proportionately less severe for 
the former (2I%) than for the latter (35%). The 
yery heavy fall in the bills discounted by both these 
groups of banks - from nearly 55 million florins 
in .1929 to less than IO millions at the end of 1932 
- reflects chiefly the extremely sharp curtailment 
of the foreign and entrepOI trade of the Free City. 

The German credit crisis of the summer of 1931 
caused a run on the commercial banks in Danzig, 
the more important of which are branches or 
affiliates of large German banking institutions. 

The Danzig banks-savings as well as commercial
habitually held a large proportion of their liquid 
reserves in the form of balances with German 
banks, and, as these funds (along with the Bank 
of Danzig's own holdings of German exchange) 
became immobilised as a result of the banking 
moratorium in Germany, it was necessary to 
declare a banking holiday in Danzig. During 
the run, the Bank of Danzig rediscounted freely 
for the commercial banks, and its note circulation 
rose from 30 million florins on June 24th to 41 mil
lions at the end of July ; its discount rate was 
raised from 5 to 10 per cent. The Bank of Danzig 
obtained a loan of £150,000 from the Bank for 
International Settlements and the Bank of England, 
and was able to meet the demands made on its 
credit in connection with the reopening of the 
banks. Eventually, the resumption of payments 
in Germany enabled the banks to dispose of their 
own reserve funds and to reduce their borrowings 
at the Bank of Danzig, and, by the beginning of 
September, bank rate had been reduced to 6 per 
cent. The abandonment of the gold standard by 
the United Kingdom caused a fresh wave of deposit 
withdrawals, and by the end of 1931 the note 
circulation of the Bank of Danzig had risen to 
44 million florins. Two local banks had to go into 
liquidation early in 1932. However, hoarded 
currency began to return to the banks in the course 
of that year. The banks did not resume their 
practice of depositing surplus funds in Germany, 
but left them instead at the Bank of Danzig ; 
bankers' deposits at that institution rose to a high 
level. To mobilise these resources in the interests 
of the Government's employment programme of 
public works, etc., the " State Bank of the Free 
City of Danzig " was founded by a law of June 
27th, I933· This bank was authorised to issue to 
the commercial and savings banks bonds and short
dated bills, which were eligible for rediscount at the 
Central Bank. The borrowing powers of the State 
Bank were limited to seven times its share capital 
of 2 million florins subscribed by the Government. 
Up to the middle of 1934. the commercial and 
savings banks had drawn chiefly on their excess 
cash reserves to take up the paper issued by f he 
State Bank and had had but little recourse to the 
Central Bank for this purpose. In addition to 
financing various public and private productive 
works for the reduction of unemployment, the 
State Bank aided in the reconstruction of one of 
the largest commercial banks in I933· 

By a Decree of August ISt, 1933, the conduct of 
banking business was made conditional upon the 
securing of a licence from the Senate of the Free 
City. Of the thirty-four joint-stock banks and 
private banking firms which applied for a licence, 
only twenty-five were allowed to remain in 
existence. The same Decree initiated the regular 
inspection of the banks by the Bank of Danzig on 
behalf of the State. 
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Introductory Note. 

The following table summarises the principal accounts of the Danish commercial banks and of the 
National Ba11k for the period 1929-1933 : 

Net foreign 
Commercial banks National Bank assets(+) or 

liabilities (-) of 

Cash Do· 
Kroner (ooo ooo's) and mestic Invest~ Loans 

other dis- menta Note and Secu- Na- Com-
Deposits items counts, and cirCU· dis· rities Gold tiona I merdal 

of o loans secu- lation counts Bank banks 
cash and rities 

nature advances 

End nf I • 3 • 5 6 7 6 9 10 

1929 . . . . . . 1,992 102 1,841 583 367 186 38 172 +90 +41 
1930 . . . . . . . 2,110 121 1,863 6ss 300 170 51 172 +99 +IS 

193': . . . . . . . 1,900 103 1,847 577 347 251 48 144 +IS -17 
1,889 172 1,628 577 332 194 145 133 - s -12 1932 . . . . . . . . . . 

1933 . . . •. . . . . . . 1,990 200 1,649 631 375 221 120 133 -27 + 24 

The decline in business activity in Denmark was 
not seriously felt before the latter part of 1930 ; 
aggregate loans and advances of the commercial 
banks, however, reached their maximum in the 
spring of that year, and they were steadily reduced 
during the rest of the year, apart from the usual 
seasonal expansion in December. At the same· 
time, as a result chiefly of the accumulation of idle 
balances by business concerns, there was a rise in 
aggregate deposits, which was even more pronounced 
for the savings banks than in the case of the commer
cial banks. The latter were able to increase their 
cash reserves (column 2) and to reduce their redis
count indebtedness to the Central Bank (column 6). 

Commercial bank deposits fell during 1931, 
particularly in the second half of the year. The 
banks found difficulty in reducing their loans 
- which were becoming frozen - pari passu with 
the fall in deposits. They covered the discrepancy 
partly by repatriating balances held abroad 
(column 10) and partly by substantial sales of 
securities (column 4) ; they were, however, forced 
to have recourse on a large scale to the assistance 
of the Central Bank. Between August 1931 and 
the end of the year, the loans and discounts of the 
National Bank increased from 162 to 251 million 
kroner. 1 The fall in the note circulation in the 
face of this large expansion of Central Bank credit 
in the latter part of 1931 is chiefly explained by the 
National Bank's sales of gold and foreign exchange 
(to an amount of 94 million kroner in the. last four 

months of 1931), which naturally tended to with
draw notes from cirtulation and thus to counteract 
the effects of increased borrowing by the commercial 
banks. 

As shown above, commercial bank deposits feU 
quite sharply during the second half of 1931 ; but, 
even after the suspension of the gold standard on 
September 29th, 1931, there was no general run 
on the banks, no serious tendency towards hoarding 
on the part of the public, and no suspension of 
payments by any commercial bank. A considerable 
part of the fall in deposits, indeed, was due to a 
temporary decline of confidence in one institution 
- the second largest bank of the country. A 
declaration by the National Bank to the effect that 
it would put adequate means at the disposal of this 
bank to repay its deposits was sufficient to restore 
public confidence. Nevertheless, the state of 
credit continued to be strained until the end of the 
year. The National Bank pursued the policy of 
not refusing applications for credit on the part of 
banks in temporary difficulties, while at the same 
time preventing an expansion in the volume of 
active credit from ta!Q.ng place. 

In 1932, unlike the previous year, the aggregate 
loans and discounts of the commercial banks fell 
more (220 million kroner, or I2 per cent) than their 
deposits, and the position of the banks was thereby 
considerably eased. Moreover, in the second half 
of the year, the Central Bank embarked upon a 
deliberate policy of credit expansion by extensive 

1 As it :waa not. poosible, for reaaons of space, to give a full ~count of recent banking developiii.Eilta ill Denmark in 
tbe last ed1tion of thiS volume, tbe present chapter covers the entire period 1929-1933· 

1 Tbese figures include loans to the public, and do not, therefore, give an exact measure of commercial bank bonowing 
at the Central Bank. This il more 'accurately reflected in the increase in "sums due to banks " (item 16 (a) of the 
Summary Table), which rose hom 215 to 285 million kroner ill tbe last four months of 1931. 
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open-market operations. The security holdings of 
the National Bank, which stood at 48.5 and 63.4 • 
million kroner at the end of 1931 and in September 
1932 respectively, had been increased to 145.4 mil
lion kroner by the end of 1932. In default, 
however,of profitable investment opportunities for 
the additional credit facilities thus created, the 
immediate result of tl].ese purchases was merely 
to improve the liquidity of the banks. They not 
only reduced their rediscount indebtedness to the 
Central Bank, but also increased considerably their 
cash balances with that institution. 1 In spite of 
the efforts of the National Bank to expand the 
basis of credit, and in the absence of any general 
inclination to hoard on the part of the public, the 
volume of. notes outstanding in 1932 was, on the 
average, about '20 million kroner below the level of 
the preceding year. 

Conditions of monetary ease continued to prevail 
in 1933· Commercial bank deposits increased 
during the year by the substantial sum of 101 mil
lion kroner ; the volume of loans and discounts 
increased by only 21 millions, but it is the first 
increase in this item since 1930. The accumulation 
of surplus funds was used in part to strengthen still 
further the banks' improving cash position. • 
Part of the increase in their resources was employed 
by the banks to liquidate foreign indebtedness and 
acquire assets abroad. But the bulk was used in 
the purchase of securities,. which increased by 
54 million kroner during the year. The prices of 
securities rose and the long-term rate of interest 
declined. The transition to cheap money, inaugu
rated by the open-market policy of the National 
Bank in 1932, was marked by successive reductions 
in the Central Bank's discount rate, which has been 

·fixed at the low level of 2 Yz per cent since December 
1933· . 

Further measures were taken to reduce the long
term interest rate and to alleviate the burden of 
fixed indebtedness - especially in agriculture -
by facilitating conversion operations. Among 
these may be mentioned a Law of May 1st, 1933. 
which attempted to limit the competition for 
deposits by requiring both commercial and savings 
banks to reduce interest allowances to a maximum 
of 3 per cent on deposits at less than three months' 
notice and 3 Yz per cent on deposits at three months' 
notice and over. Fears of deposit withdrawals as 
a result of this measure proved unfounded. There 
is, however, some evidence to suggest that a greater 
part of the savings of the public henceforth found 
their way directly into the security market, without 
the mediation of the banking system. By another 

Law of May 1st, 1933, the Government established 
a Special Fund (Krisefonden) to make advances to 
savings and commercial banks wh!k<;C position was 
endangered by withdrawals of deposits. The fund 
was financed through the issue of Treasury bonds. 
No serious runs took place, however, and the fund 
was used only to a small extent in 1933. Never
theless, its original resources of 100 million kroner 
had been exhausted by the middle of 1934, when 
the Treasury was authorised to borrow an additional 
6o millions on its behalf. The increase in note . 
circulation - 43 million kroner - which occurred 
during 1933 does not reflect currency hoarding, 
but rather an incipient revival of business activity 
and a rise in the level of prices ; it was largely 
concentrated in the last four months of the year. 

A comparison of the total deposits in commercial 
banks with those in savings banks shows an 
improvement in the relative position of the 
commercial banks in 1933. after two years of 
continuous deterioration. Their deposits rose by 
over 100 million kroner during 1933, while those of 
the savings banks increased only by 17 millions 
(i.1., from 2,II6 to 2,133 million kroner). In 1931, 
commercial bank deposits had fallen off by 150 
million kroner, whereas savings banks • deposits had 
grown by 33 millions ; and in the following year the 
former had decreased by 71 million kroner, as 
compared with a fall of only 42 millions in the case 
of the savings banks. 

During the first six months of 1934, savings 
banks' deposits increased by about 25 million 
kroner, while those of the commercial banks rose 
by roughly 40 millions. The latter further 
increased their holdings of investments and 
securities by approximately 55 million kroner ; at 
the same time, thei~; aggregate loans and discounts 
declined by about 25 million kroner. 

Under a Law of November 1931, exchange 
restrictions were introduced with a view to 
controlling the import trade and irregular move
ments of capital. These measures prohibited 
exporters from leaving abroad the foreign currency 
proceeds of their sales. The right to buy and sell 
foreign exchange was confined to the National 
Bank and to certain banks and brokers authorised 
by it, and a system of rationing was applied to the 
foreign exchange available to importers. The rate 
of exchange with sterling was at first maintained 
at approximately the par rate - viz., at about 
18.50 kroner to the pound - but rose to about 
19.50 in 1932, and has been pegged at 22.40 kroner 
to the pound since January 1933. The system of 
exchange control has remained in operation. 

• Tbe percentage ratio of cash to total depo!'its of the commercial banks roae from 5·3 at tbe end of 1931 to 9.1 at 
the end of 1932. 

• It may be observed in this connection that, in the course of 1933. following a dec:i•ion of the National n.~nk to 
discontinue tbe payment of interest on its deposit liabilities, the banks transferred the bulk of their caoh balances to the 
Postgirokootoret (Postal Clearing-Office). Current account dep<>sits at the National Bank declined from 114 millions 
at the end of 1932 to 66 million kroner at the end of 1933 ; while deposits in the Postgirokontorct rose from about 30 to 
95 million kroner during the same period. 
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SUMMARY OF POSITION AT THE END OF: 

ACCOUNTS 

1929 

Number of : Banks . . . . . . . . . . • • . . . ISo 
Branches and Sub-Branches . . . . • 550 

1-.::..::....-

AssETS. 

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

Bank . . . . . . . . . . · · · · · 
2. Other Items of a Cash Nature . . • . . . . . 
3· Bills discounted and bought • . . . . . . . . 

(4) Treasury bills. • . . • . . . . . . .. 
(b) Commercial bills, Inland . . . . . . . • 
(c) Commercial bills, Foreign . • . . . . . 

4· Investments and Securities. . . . . . . . . . 
(a) Government . . . . . ..... . 
(b) Other • . . . . . . . . . . . . . . . 

77·2 
2.5 

386.1 
17.1 

5s3.o 
102.8 
480.2 

1930 

ISO 
575 

1931 

I79 
5S2 

1932 

I75 
590 

Kroner (ooo,ooo's omitted) 

416.7 
IJ.6 

655·4 
99-2 

556.2 

76.6 
2.9 

73·7 
26.6 

42S.S 

424·4 
4·4 

577·3 
79-2 

498.1 

346.1 
5-2 

577·3 
89.2 

488.1 

1933 

I02.7 
2,8 

99-9 
97-I 

347·S 

341.6. 
6.2 

6J0.6 
u6.2 
514·4 

S· Participations. . . . . . . . . . . . . . . . 
6. Due from Banks {Correspondents). . . • . . . 2I6.9 I94·9 I20.I I47·3 IS6.9 

(4) At home. . . . • . • . . . . . . . . 79·3 77·3 77.6 90.5 102.6 
(b) Abroad • . . . . . . . . . • . . . . 137.6 u7.6 42.5 56.8 84.3 

7· Loans and Advances. . . .. . . . . . . . . . I,454.6 I,446.S I,423.0 I,2SI.7 I,30I.o 
(4) On current account • . . . . . . . . . 1,160.2 1,137.0 1,1oo.1 984.1 994·3 
(b) Other . . • • . . . . . . . . . . . • 294.4 309.8 322.9 297.6 306.7 

8. Cover for Acceptances. . . . • . . . . . . . 2.5 2.7 4-I 0.9 o.S 
9· Premises, etc. . • . . . . . . . . . . . 79·7 79·7 S4.7 S4.9 SI.I 

Jo. Sundry Assets . . . . : . . . . . . . . . . (....,.-=7:7I:-.9:-I--=-=I-=-'o7;-·6-=-I-::-:I:-:I-79-::·S_
1
_,=-=s:-::6:-.,...s+-:,-=-:S,.,6-::.2:-I 

II. Total Assets • . . . . . . . . . . . . . . . 2,913.6 3,036.3 2,S61.0 2,702.6 2,834.2 

LIABILITIES. 

u. Capital paid up. . . . . • • . . . . . . . . 
I3· Reserve Funds . . . . . . . . . . . . . . 
I4. Profit-and-Loss Accounts, DividendAccounts,etc. 
15. Cheques and Drafts, etc., in circulation . . . . 
16. Due to Banks {Correspondents) . . • . , . . . 

(a) At home. . . . . • • . . • . . .. 
(b) Abroad . • . . . . . . . . • • . . . 

17. Deposits . . . . . . . . . . . . . . . . . . 
(4) Current acco\mts and sight deposits : .. 
(b) Savings accounts . . . . • • • • . . . 
(c) Time or fixed deposits . . • • . . • . . 
(d) Other deposits . . . . • . . . . , . . 

18. Rediscounts and Other Borrowings •....• 
I9. Acceptances and Endorsements. . . . . . . • 
20. Sundry Liabilities. • . . . . . . . . . . • 
21. Total Liabilities. • . . . • • . . . . . . . . 

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

279·4 
I3S.9 
3S.6 

3SH 
265.1 
IJ8.3 

I,992.I 
550.6 
543·3 
898.2 

I9·9 
2.5 

5S.S 
2,913.6 

I.39 

354·9 
234.2 
120.7 

2,110.0 
614.2 
575·7 
920.1 

2I.6 
2.7 

S7·3 
3,036.3 

I.J9 

2SO.J 
I26.2 
23-3 

353-5 
285·7 

67.8 

Io959·7 
544·9 
535.8 
879·0 

20.8 
4·I 

93-I 
2,861.0 

0.95 

I 

297·8 
219.9 

77·9 
I,8SS.9 

533-2 
476.2 
879·5 

27·7 
0.9 

43·4 
2,702.6 

o.SS 

2S2.5 
I5S.3 
23.0 

307·9 
237·3 

70.6 
I,990·5 

569.1 
521.0 
900.4 

20.2 
0.8 

SI.O 
2,834.2 
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Table 6 (b). 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS 

FOR THE YEARS : 
ACCOUNTS 

1929 1930 1931 1933 1933 

Number of Banks. . . . . . . . . . . . . . • • I80 I8o I79 I75 I74 

Kroner (ooo,ooo's omitted) 

Capital paid up. . • . . . . . . . . . . . . . . 279·4 282.3 280.3 28I.4 282.5 
Reserves and Undivided Profits .• . . . . . . . . I56.3 I59·6 I37·3 149·9 168.5 

I. Gross Profits • . . . . . . . . . • . • . . 75.9 79.1 80.3 87.4 102.0 

To be deducted: 

2. Expenses . . . . . . . . . . . . . . . . . 33·3 34·I 34·6 33·9 37·4 
(a) Salaries, etc. . . . . . . . . . . . . . 21.4 21.7 u.s zz.a 22.7 
(b) Other working expenses • . . . . . . . . 9·S 10.0 10.8 10.4 11,2 

(c) Taxes, etc ..•.•... . . . . . . . 2.4 2.4 2.3 1.3 3·.5 
3· Reserved for Pension Funds, etc .. . . . . . . o.8 0.9 0.9 I.3 I.~ 
4· Written off on (Depreciation Accounts for) . . . I3.8 I7·7 52·9 18.9 I8. 

(a) Premises, etc. • • • . . . • • • • . . • 1,2 1.2 1.0 1.9 2.4 

(b) Investments and securities. . . . . . . 0,2 0.2 40·7 1.4 2 .I 
(c) Other assets • . . . . . . . . . . . . 12.4 16.3 11.2 1,5.6 14.1 

5· Remaining Net Profit l+l or Loss (-). . . . +28.0 +26.4 -8.1 +33.3 +44.6 
6. Carried forward from Preceding Year . . . . . I7·4 I6.4 II.I 8.3 10.2 
7· Taken from Reserves or Capital •..• . . . . 6.9 J.4 24·3 2.5 3·0 
8. Deficit left uncovered • . • • • . . . . . . . - - 0.4 0.4 -
9· Total Amount disposed of for Dividends, etc .• • 52.3 46.2 27.7 44.5 57.8 

IO. Carried to Reserves • . • . . . . . . . . . . 12.7 II.O 3·2 9·4 14.6 
II. Dividends • . • . . . . . . . . . . . . . . I8.7 I9·5 I3·4 I8.o I9.0 
12. Directors' Fees, etc .• . . . . . . . . . . . • 3·9 3·9 2.4 4·2 5·3 
13. Other Purposes • . . . . . . . . . . . . . . 0.3 0.6 0.4 2.7 5·3 
I4. Carried forward to Following Year. . . . . . • I6.7 II.2 8.3 I0.2 I5.6 

15. Total as above . . . . . . . . . . . . . . • 52.3 46.2 27.7 44.5 57.8 

I6. Value of currency in Swiss francs at the end of 
o.88 0.75 each year . . . . . . . . . . . . . . . . I·39 1.39 0.95 

Balanee-sheei Summary. 

I. Cash. 
Item (a) consists almost exclusively of divisionary J. Discounts. 

coins. The composition ofitem (b) is given below: . Including rediscounts which are shown as a 
special item under liabilities in the official banking 
statistics and are given separately in group 18 of 
the Summary Table. Foreign notes and coins are 
included in the figures for foreign bills. 

Kroner (ooo,ooo's) 1929 1930 1931 1932 1933 - - - - -
Notes of the National Bank 31·S 32.0 •S·' 24-6 33-7 
Sight balances with the 

National Bank. . . . . 43·2 S7·7 48.6 113.s 66.2 

Total. . . . 74·7 89·7 73·7 138.1 99·9 



DENMARK 

4 and 5- Investments and Securities; Parti
cipations.· 

Details are shown below : 

Rronrr (ooo,ooo'~) IC)2Q IQJO IC)}I UJ}Z IQ3) 

-- ---- -- --
Govemm~nt bonds • . . . 14-3 99-2 79-2 89.2 116.2 
Municipal bonds • . . . . 18.5 32-1 29-3 47-2 53-3 
Bonds of credit associa· 

tions. etc .• . . . . . . 196.9 238-5 1]0.0 148.1 184.1 
Mortgage bonds (Pam•-

obligalilmw). . . . 153-0 '57·' 168.8 16g.9 167.0 
Other Danish bonds . 54-' 47·9 53-4 47·9 46.6 
Shares . . . 71-0 72-2 71-7 70-7 59-2 
Foreign bonds and shares • 5.2 8-4 4-9 4-3 4-2 

Total. . . 583.0 655-4 577·3 577-3 6]0.6 

The Government and municipal bonds are 
shown under 4 (a) in the Summary Table. The 
sums given under 4 (b) represent the totals of the 
other items shown separately above. 

6. Due from Banks (Correspondents). 
The sums due by foreign correspondents are 

composed of claims in foreign and in Danish 
currency as follows : 

Kroner (ooo,ooo'§) 1929 1930 1931 193:1 1931 -- -- -- -- --
Foreign currency. . . . 128.0 105-4 32-1 46-4 75-0 
Danish currency • . . . -~ !2.3 10.4 10.4 9·3 

Total. . . • 137-6 117.6 42.5 56.8 84-3 

7· Loans and Advances. 
The current account advances of the Danish 

banks are granted mainly in the form of " cash 
credits". The sums shown under (b) in this 
group of the Summary Table consist of loans 
against collateral or personal guarantee. The 
composition of these loans is not shown in the 
statistics or in the balance-sheets of the banks. 

8. CoveY for Acceptances. 
As the Danish banking statistics do not show 

the cover for the acceptances separately, a sum 
equal to the acceptances (in the liabilities) has 
been deducted from the current accounts above 
and carried to this group in the Summary Table. 

10. Sundry Assets . 
The sums given in this group include the 

deficit on the profit-and-loss accounts of the Land
mandsbankand certain other banks as shown below: 

Kroner (ooo,ooo'sl 1929 1930 1931 1932 1933 -- -- -- -- --
Sundry debtors. . . . 39-1 77-4 87-4 56.7 57-8 
Interest accounts • . . . 4-3 4-3 4-6 4-3 4·4 
Deficit • . . . . . . . . 28.5 25-9 27.8 •5.8 •4-0 -- ---- -- --

Total. . . . 71-9 107.6 119.8 86.8 86.2 

The item " Sundry Debtors " includes the 
accounts of the mortgage department of the 
Landmandsbank. The item " Deficit " consists 
almost exclusively of the deficit of the Land
mandsbank carried forward from year to year. 

16. Due to Banks (Correspondents}. 
The sums due to foreign correspondents are 

composed of liabilities in foreign and Danish 
currency as follows : 

Kroner (ooo,ooo's} 1929 1930 1931 1932 1933 
-- -- -- -- --

Foreign currency. . . . 70.6 7'·7 4'-7 44.6 43-4 
Danish currency • . . . 47·7 49-0 26.1 33-3 •7-2 

Total. . 118.] 120-7 67.8 77·9 70.6 

17. Deposits. 
The sight deposits shown as item (a) in this 

group constitute the total of the two items" Folio " 
(cheque) accounts and current accounts of the 
official statistics. 

Summary of Profit-and-Loss Accounts. 

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

1. Gross Profits. 

The composition of the gross profits of all the 
banks is shown opposite. 

The first item represents the net balance of 
interest earned on discounts, loans and advances 
after deduction of all interest paid on the various 

Kroner (ooo,ooo's) 19:ZQ 1930 1931 1932 1933 
-- -- -- -- --

Net interest from discounts 
and loans , . . . . 24-7 26.o 28.9 34-0 31.2 

Interest on foreign assets . 10.5 6.8 8.6 5-2 7-6 
Profits from investments 22.8 28.0 2J.9 31.4 46.2 
Commissions. . . . . . 15.6 15.6 16.0 15.0 14-2 
Recovered from assets pre· 

viously written down , 0.7 o.g 1.1 0-7 1.5 
Sundry profits , . . . . 1.6 1.8 1.8 1.1 1.J -- -- --

Total gross profits . • . 75·9 79-1 80.J 87-4 102.0 

deposit accounts. The third item represent~ the 
yield (including appreciation) of the bonds and 
shares in the possession of the banks. 
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Introduetol')' Note. 

No remarkable changes took place in the 
Estonian banking situation during 1933. The 
banks were at first but little affected by the 
depreciation of the Estonian crown after June 
28th, 1933 ; in comparison with the severe credit
contraction of the two preceding years, howe"er, 
the stability shown by the principal balance-sheet 
items in 1933 represents a decided improvement. 1 

In 1934, on the other hand, a substantial revival 
of banking activity took place in conjunction with 
the general business recovery of the country. 

The attached Summary Table relates to the 
position on December 1st of each year; it is based 
on figures published in the Monthly Bulletin of the 
Central Eureau of Statistics for all the years under 
review. 

The figures given in the Monthly Report of the 
Bank of Estonia, which are less detailed but fully 
comparable with the data for December 1st, show 
that the volume of deposits on December 31st, 
1933, was the same- namely, 51 million kroons
as on December 31st, 1932. The shares of the 
joint-stock and the twenty-six co-operative banks 
in this total also remained unchanged at 29 and 
22 million kroons respectively. But the composi
tion of the total deposits of the joint-stock banks 
altered, a decline of about 2 millions in fixed and 
other deposits being compensated by an equivalent 
increase of current accounts. This shift was much 
more pronounced in the first half of 1934, thus 
reflecting the improvement in Estonian economic 
conditions. Between the end of June 1933 and 
the end of June 1934, aggregate deposits rose from 
49 to 6o million kroons, or by more than 20 per 
cent, sight deposits accounting for the whole of 
that increase. 

On the other hand, the aggregate of domestic 
_discounts, loans and advances remained practically 
constant at a level of 70 million kroons between 

the middle of 1933 and the middle of 1934. The 
banks' cash reserves increa.~ed from 4.6 to 8.3 mil
lion kroons in the same period. 

The net indebtedness of the Estonian banks to 
foreign correspondents was further reduced during 
1933. Their holdings of foreign bills, on the other 
hand, increased quite markedly with the revival 
in the country's foreign trade ; they rose from 
3.6 to 7·4 million kroons during the first quarter 
of 1934· The gold and foreign exchanb>e reserves 
of the Bank of Estonia increased from 19.6 to 
31.3 millions between the middle of 1933 and the 
end of September 1934. 

The incipient recovery of domestic business 
activity is also indicated by the expansion which 
has recently taken place in the clearing turnover 
at the Bank of Estonia. The value of cheques 
cleared in the first half of 1934 was 47·9 million 
kroons as compared with 39·7 million in the 
corresponding period of the previous year. A small 
increase in the note circulation (from 31.4 to 33·7 
million kroons between the end of September 1933 
and the end of September 1934) points in the same 
direction. 

As from November Ist, 1933, the maximum 
rates of interest on deposits and on loans were 
reduced by law to 5 per cent and 7 per cent 
respectively for all Estonian banking institutions. 

In July 1934, a reconstruction of the largest joint
stock bank (the Krediitpank) was carried out. 
That bank had received extensive support from the 
Government through the National Mortgage Bank 
in 1931 and 1932. It now wrote off four-fifths 
(1.12 million kroons) of its share capital, and 
handed over an equal amount of new shares to the 
State in return for the cancellation of part of its 
debt, thus bringingupitssharecapital to the previous 
level of 1.4 million kroons. The remainder (7.27 
millions) of the bank's indebtedness to the State is to 
be gradually redeemed in the course of fifty years. 

• Tbe fall in tbe balance~t total wbicb appean from the Summary Table covering all the joint .. tock banb and 
twenty-six of tbe larger co-operative b.lnb ia mainly due to the fact tbat an item repreaeuting contingent liabilities of 
tbe memben of c:o-<>perative banking asaociations (and previously included in the Summary Table under ••ru.lry aooeto 
and liabilities), wbicb Pmounted in 1932 to 6 million kroons, was omitted from tbe official statistics for 19JJ. 
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ACCOUNTS 
I929 

SUMMARY OF POSITION 
ON DECEMBER Ist: 

I930 I931 I932 I933 

Number of Banks. • . . . . • . . • · · · · · · 40 4I 

AssETS. 

I. Cash. . . . . . . . . . . . . . . . . . . · 
(a) Gold, silver and small coins. • . . . . . 
(b) Bank notes, State notes and balances 

with Central Bank • . . . . . . . 
2. Other Items of a Cash Nature. . . . • . 
3· Bills discounted and bought . . . . . . . . . 

(a) Treasuty bills. • . . • . . . . . . . 
(b) Commercial bills, Inland ..•... 
(c) Commercial bills, Foreign •...•... 

4· Investments and Securities. . . . . . . . . 
(a) Government . . . . . . . . • . . . 
(b) Other . . . . • . . . . . . . . . . 

5· Participations . . . . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . 

(a) At home. . . . . . . . . ..... 
(b) Abroad • . . . . . . . . . . . . . . 

7· Loans and Advances. . . . . . . . . . . . 
(a) On current account . . . 
(b) Other ............ . 

8. Cover for Acceptances . . . . . . . . . 
9· Premises, etc.. . . . . . . . . . . . 

IO. Sundry Assets . . . . . . . . . . . . . . 
II. Total Assets . . . . . . . . . • . . . . . . 

LIABILITIES. 

I2. Capital paid up . . . . . . . . . . . . • . . 
I3. Reserve Funds . . • • . . . . . . . . . . 
I4. Profit-and-Loss Accounts, Undivided Profits, etc. 
I5. Cheques and Drafts, etc., in Circulation . . . 
I6. Due to Banks (Correspondents) . . . . . . . 

(a) At home . . . . . . . . . . . . . . 
(b) Abroad . . . . . . . . . . . . . . 

I7. Deposits . . . . . . . . . . . . . . 
(a) Current accounts . . . . . . . . . . 
(b) Savings accounts . . . . . . 

2.I 
46·9 

5-2 
3-7 
I.,S. 

54·4 
46-3 

8.1 

7·2 
12.0 

13l.l 

8.6 
2.2 
I.O 

12.4 
•. 0 

8 .• 
· 63.0 

39-8 

Ekr. (ooo,ooo'a omitted) 

2.9 

3·0 
42.8 

34·3 
8 . .s 
2.0 

4·8 
3-4 
I.4 

62.5 
. ,54.6 

7-9 

7·7 
14.0 

139.7 

. I5.0 
3·3 

II.7 
6g.I 
42.8 

2.8 
35.8 

4-0 
2.I 
I.9 

53·4 
.6.I 

7-3 

2.0 

29.2 
3-I 
I.9 

2.6 
I.8 
o.8 

46·7 
4I.I 

,5.6 

3·0 
32.2 

2-3 
I.4 
0.9 

42.0 
36.6 

S-4 

7-2 7·6 9-2 
I6.o · 14.5 8.x 

123.6 _1_1__:..0 • ..:::.3_,_1_0_1.-6-l 

7-5 
2.5 
I.I 

15.3 
8.s 
6.8 

6o.7 
36.8 

7·9 
2.7 
0.8 

I6.7 
9-S 
7-2 

50.8 
34-5 

8.o 
2-7 
0.3 

14.1 
9-8 0 

4·3 
49·6 
34-6 

(c) Time or fixed deposits. . . . . . 20.4 23.0 21.3 14.9 
(d) Other deposits • . . . . . . . . . . . 2.8 3-3 2.6 I.4 

I3·4 
I.6 

x6.6 IS. Rediscounts and Borrowings . . . . . . . . . 27.2 24.2 x6.8 I5.I 
I9. Acceptances and Endorsements . . . . . . . . 0.2 0.2 0.4 o.x 
20. Sundry Liabilities. . . • . . . . . . • . . . 17.6 x8.6 I9·3 16.2 xo.2 
u. Total Liabilities. . . . . . . . . . • . . . . . -1-3-'-l.-l-•-1-=3-=-9.:..:.7_1 1l3.6 l--:-1~10~.3=-l--,1~0:-:-1-:.6:

O.I 

22. Guarantees . . . . . • . . . . . . . 
23. Value of currency in Swiss francs at 

of each year • . . . . • . • . . . 

I Joint-stock banks and larger co-operative banks. 

---1-=:.:..:..:~ 1-...::=.:=-
!6.7 13.5 6.6 5·3 5-I . . . 

the end 
1.39 1.39 1.39 I.39 0.94 
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Table 6 (~.• 

ACCOUNTS 

SUMMARY OF PROFIT-AND
LOSS ACCOUNTS AND 

DISTRIBUTION OF PROFITS 
OF THE JOINT-STOCK BANKS: 

19Z9 1930 1931 1932 1933 

Number of Banks • • • , . . . . . . . . . . . 19 r6 16 .IS 14. 

·' 
Ekr. (ooo,ooo'• omitted) 

Capital paid up , . . . . • • . . • • • • . . . 6.92 6.81 5-47 5.78 
Reserves and Undivided Profits. • • • • • • . • 1.72 1.83 1.79 1.89 

1----''-

I. Gross Profits . . . . . . . . . . . . . . , . 4.3 3.5 3.l l.5 l.5 
To be deducted: 

2. E;xpenses . • . . • . . . • • • • . • , • • 2.4 1.9 1.8 
(a)Salaries,etc .••••••.••••.. 1.4 1.2 1.2 

1.6 1.4 
o,8 0,9 

(b) Other working expenses , , • , , , , • o.7 o.6 o.s 0,6 0,3 
. (c) Taxes, etc ..•.•.•.•.• , •• , . o.3 o.J o.a 

3· Reserve for Pensions Fund, etc. • , , • • • . - - -
0,2 0,2 

4· Written off on. (Depreciation Accounts) .• , . 1.2 1.2 I.I 
(a) Premises, etc. . • , .. , , , , , , . o.1 n.1 o.1 

I.O 0.1) 
0,1 0,1 

0.9 0,8 (b) Investments and securities. • • • , , ·.! 
(c) Other assets· . , ... , , , . , • , . 1·1 1·1 1·0 

-----1--~~~--~-1·--~ 
s.-RemainingNetProfit(+)orLoss(-) .•... +0.7 +0.4 +0.3 -0.1 +O.l 
6. Carried forward from Preceding Year . , , , , - - -
7 .. Taken from Reserves or .capital. . . • • • • . 0.4 o.I - 0.3 O.I 

8. Total Amount disposed offor Dividends, etc. . • 1.1 0.5 0.3 O.l 0.3 

14 •. Value of Cllfl'ency in· Swiss francs at the end 
- of each year . . ,. ·· . · . . . . . . . . . . 1.39 1.39 1.39 '·39 0.1)4 

Balanee-sheel Summ&J1. 

I .. Cash. 
Coins and notes are not shown separately in the 

official statistics. Balances with the Central Bank 
are given separately for the joint-stock banks as 
Jollows: 

l9l9 
1930 
l9.JI 
1912 
1933 

Ekr. (ooo,oon's) 

• . • . • . . 0.8 
• • • • • • • o.g 

o.6 . .. . . 0.8 
• • • 0 • • • 0.7 

2. Ot/JeJ' lleml of a Cash Nature. 

Under this head are included foreign bank-notes 
and sight claims on credit institutions other than 
the Eesti Pank. 

3· Bill& discounted atJil bought. 

Treasury bills do nOt play a role in the Estonian 
credit system, as the Government can borrow 
directly from the bank of issue within certain 
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limits. The official statistics distinguish between 
total discounts and rediscounts of all the banks 
and discounts and rediscounts of bills payable at 
home of the joint-stock banks only. As in practice 
the co-operative banks discount almost exclusively 
inland bills, the difference between the two sets of 
figures is taken to represent bills payable abroad 
as follows : 

Ekr. (ooo,ooo'!') 1929 1930 1931 1932 1931 
-- -- - -- -

11114114 bills: 
Discounted .• . . . . 37·1\ 34·3 32.4 29.2 28.4 
Rediscounted . . . . . 6.9 5·• 4·0 4·4 4·8 -- - -- -- --

Net balance , . • . 30·7 29.1 28.4 24·8 23.6 

Bills payahl• abrond: 
Discounted. . . . . 9·3 8.s J.4 3·1 3·8 
Rediscounted . . . . . 9·5 8.5 2.8 3·0 3.6 ---- --

Net balance • . . -0.2 o.o o.6 0.1 0.2 

All bills: 
Dioconnted. • . . . . 46·9 42.8 35.8 32·3 3•·· 
Rediscounted . . 16.4 13·7 6.8 7·4 8.4 -- -- --

Net balance , . . . 30·5 29.1 29.0 24·9 23.8 

It will be noted that, as a rule, practically the 
whole portfolio of bills payable abroad is 
rediscounted. The statistics do not indicate to 
what extent, if any, these bills are rediscounted 
directly with foreign banks. 

7· Loans. and Advances. 
The current account advances given in the 

Summary Table represent almost entirely the 
current account advances of the joint-stock banks ; 
and the sums given for " other loans and credits " 
represent in the main the longer term advances of 
the co-operative banks. 

IO. Sundry Assets. 

The composition of the aggregates given in the 
Summary Table is shown below: 

Ekr. (ooo,ooo'•) 1929 1930 1931 1932 1933 -------1-----
Protested bills • , • , . • o.8 
Current expenses, Interest 

1.1 0.8 

and commissions paid 6.3 6.5 5.6 4.1 3·4 
Transitory accounts • • 1.1 1.2 1.2 0.9 1.2 
Other accounts. • • • • • 3.6 5·4 8.1 8.6 2.7 

Total . . • . .. . 12:0 4.0 "'i6.0 14-5 8:1 

II and 21. Total Assets and Liabilities. 
The totals given do not include guarantees which, 

though shown inside the balance-sheet proper in 
the Estonian statistics, are given outside the 
balance-sheet as item :z:z of the Summary Table. 

14. Profit-and-Loss Accounts, etc. 
The official balance-sheet does not show the 

net balance of profit-and-loss accounts, but current 
expenses, including interest and commissions paid, 
are given under sundry assets ; and interest and 
commissions received, under sundry liabilities. The 
sums given under the heading profit and loss in the 
Summary Table represent only undivided profits, 
etc., shown separately in the official statistics. 

18. Rediscounts and BOTTowings. 
The official statistics distinguish between 

rediscounts and borrowings. (For a comparison 
of discounts and rediscounts of inland bills and of 
bills payable abroad, see note to item 3 of the Sum
mary Table.) The difference between total creditors 
and creditors at home of the joint-stock banks as 
shown in the official statistics has been taken to 
represent borrowings abroad by these banks. The 
co-operative banks do not borrow abroad to any 
significant extent. The detailed composition of 
the aggregates given in the Summary Table is 
shown below : 

Ekr. (ooo,ooo'sl 1929 1930 1931 1932 1933 - -- ---- -- --
Redisf'()u111s: 

Inland bills . . •· . . 6.9 5·• 4·0 4·4 4·8 
Bills payable abroad . • 9·5 ~ 2.8 3·0 J.6 

Total. . . . • 16.4 13.8 6.8 ·7·4 8.4 
Borrowings: 

At home . . . . . . 8.6 8.4 8.1 7-1 8.2 
Abroad • . . . . . . . 2.a 2.0 1.7 o.1 -

~ -- --Total. . . • 10.8 10.4 ~ 7·8 ~ 
Grand total , . . • 27,2 •4·• 16.6 15.2 J6.6 

:zo. Sundry Liabilities. 
The composition of the sums given are detailed 

below: 

Ekr. (ooo,ooo's) 1929 1930 1931 1932 1933 -- --
Interest and commissions 

received. . . 10.3 10.2 8.8 5.6 6.0 
Tran!l'itory a~c~u~ts· . . . 2.0 ••• 1.2 1.0 1.0 
Other liabilities, including 

net balance of in tel· 
branch accoun ta , . . • 5·3 7·2 9·3 9·6 3·• 

Totnl • . . . . 17.6 18.6 19·3 16.a 10.2 

Summary of Profit-and-Loss Aeeounts. 
I. Gross Profits. 

The sums shown under this heading represent 
the difference between (A) total receipts from 
interest and commissions, foreign exchange, real 
estate and security transactions, etc., and (B) 
interest and commissions paid, which items are 
all given in detail in the official statistics. · 

:z. Expenses, 

The sums shown for salaries (a) includ~ 
remuneration of directors, members of the board 
and of advisory committees, etc., in addition to 
salaries of the staff. 

------



29 

lnirodue&oey Nol.e. 

Banking conditions in Finland, wilike most other 
countries, became stringent in 1928, the peak of 
industrial and general economic activity having 
been passed in that year. During the first half of 
1929. the volwne of commercial bank deposits, 
particularly time deposits, rose ; but current 
accounts fell sharply in the latter half-year, which 
more than offset a continued increase in time 
accounts. · The aggregate of loans and discounts 
also declined steadily in the latter part of the year. 

' 

Markkaa Commercial banks 

fooo,ooo s 
omitted) Domestic 

- disc-.ounts, 
ll<posits Rediscounts with 

loan" and · Bank ol Finland 
. End of advances 

1929. . . 9.510 7.481 490 
1930, . ' 9.167 7.498 147 
193'· . . 8,6g6 7.378 461 
1932. . . 8,195 7,155 2g6 
1933· . . 7.5>8 7.498 -

• To others tban the TJ:eaSury. 

Aggregate deposits rose slightly on balance 
during the year, while the demand for banking 
accommodation fell off. The easier position of the 
banks is reflected in a drop of about 350 million 
markkaa in their rediscount indebtedness to the 
Bank of Finlai'd ; there was also a considerable 
reduction in their liabilities to foreign corres
pondents and, in consequence, an increase in the 
net foreign assets of the Finnish banking system. 

In 1931, however, the situation became strained. 
The volume of deposits, well maintained at first, 
fell by over 500 million markkaa in the second half 
of the year (which considerably exceeds the usual 
seasonal reduction). Loans and domestic discounts 
declined by about 230 millions till the end of 
August, but - due to the increase in frozen 
positions and the difficulty of reducing new 
loans correspondingly --took an upward turn 
in the following months, thus accentuating the 
embarrassment caused to the banks by the 
withdrawals of deposits. The sharp reduction of 
nearly 400 millions, which is shown by the available 
monthly figures to have taken place in commercial 
bank loans and discounts in December, was chiefly 
due to the writing off, in closing the year's accounts, 
of bad assets. The freezing of credit in 1931 is 
strikingly brought out by the figures for the total 
turnover of commercial banks in 1930 (550,204 mil
lion markkaa)and in 1931 (455,o81 million markkaa), 
which show a fall of over 17 per cent, as compared 

Amounts written off assets totalk'Ci 70 million 
markkaa, as compared with 40 millions in 1928 ; 
and rediscounts at the Bank of Finland averaged 
595 millions in 1929 as against 238 million markkaa 
in the preceding year. 

The following table, which summarises some of 
the principal accounts of the commen:ial banks and 
the Bank of Finland, shows that, although economic 
conditions deteriorated further in 1930, there was 
some relaxation in the commen:ial banking position. 

Markkaa Bauk of Hulaud 
(ooo,ooo'a Bank of Fluluud 
omitted) Cunrnt and commrft"tal 

- A<"COUDl 
Notf' bauks 1 not lun:ljm 

UabiliU••• clrculaclun aSKtl 
End ol 

1929 • . . 48 1,361 433 
1930, . . 23 1,279 799 
1931. . . 51 1,2Q2 590 
1932 • . . 63 1,o85 541 
1933· . . 327 1,184 1,4(16 

with a reduction of only 2 per cent in the end-of
year balance-sheet total. 
' In addition to the loss of deposits at home, the 
banks also had to meet substantial withdrawals of 
foreign short-term funds, particularly after the 
suspension of the gold standard by the United 
Kingdom. Their cash reserves were replenished 
through recourse to the Central Bank ; rediscounts 
with the Bank of Finland shot up from 38.8 million 
markkaa in July 1931 to 482.8 million markkaa at 
the end of the year. The Bank of Finland's" loans 
on security ", mainly representing credit granted 
to banks and other financial institutions, rose from 
about 25 million markkaa in the first half of 
the year to 136.4 in the middle of December. 
Moreover, deposits (excluding Government 
balances) with the Bank of Finland, which stood 
at nearly 200 million markkaa in January, had 
been entirely withdrawn by the end of September. 
There was, however, no appreciable rise in the note 
circulation (except for a temporary expansion in 
October, due to a short-lived run on the joint-stock 
banks), since withdrawals of foreign short-term 
balances, repurchases of Finnish bonds issued 
abroad, accelerated repayments of foreign credits 
for fear of currency depreciation, in addition to 
some flight of domestic capital, which all led to 
heavy demands upon the foreign exchange reserves 
of the Central Bank, had the reverse effect of 
withdrawing currency from circulation. Between 

• As it was not posoible, f01 reasons of space, to give a full account of recent banking develop menta in Finland in 
the last edition of this volume, the present chapter coven the entire period 1929'1933· 
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the end of June and the middle of December, the 
foreign balances of the Bank of Finland dropped 
from 882 to 303 million markkaa. After substantial 
losses of foreign exchange, the gold standard was 
suspended on October 12th. 

The volume of commercial bank deposits 
continued to decline in 1932, the net decrease for 
that year amounting to 223 million markkaa. The 
fall in the total of loans and discounts was more 
than twice as great. The banks considerably 
increased their holdings ot securities and redeemed 
part of their rediscount indebtedness to the Central 
Bank. The latter fell from 461 millions at the 
beginning of the year to 129 millions at the end 
of July. But, as the decline of deposits was 
concentrated in the second half of the year, 
rediscounts again took an upward turn, reaching a 
figure of 300 millions in December. In spite of 
tlus, the note circulation showed a falling tendency, 
even in the latter part of the year, and for 1932 as 
a whole the average volume of notes outstanding 
was nearly xoo nlillion markkaa below the corres
ponding amount for the preceding year. The 
variCJus forms of capital export continued to cause 
serious difficulty to the Central Bank, especially 
in the summer of 1932, when there occurred a 
temporary but sharp decline of confidence in the 
Finnish mark, so that the Bank of Finland found 
it necessary to strengthen its exchange reserve by 
taking up a foreign short-term credit of £1 nlillion, 

In 1933, aggregate deposits in the commercial 
banks showed a s-nail increase, whlch was 
proportionately greater for current accounts than 
for time deposits. At the same time, there was a 
further sharp decline in the aggregate of loans and 
discounts. The reduction in the volume of out
standing loans is, however, not to be interpreted as 
reflecting exclusively a further fall in the demand 
for credit. It was primarily due to the fact that 
the banks now found themselves in a sufficiently 
liquid position to write off on an adequate seal~ 
doubtful assets and losses which had occurred in 
the course of the depression. Moreover, the partial 
recovery of industrial activity enabled the banks 
gradually to liquidate some of their frozen assets ; 
and, finally, the stock-exchange revival permitted 
several industrial companies to pay off bank debts 
by marketing long-term capital issues. 

As a result of these developments, the banks 
attained an extraordinary degree of liquidity in 
1933· Their cash reserves were more than doubled 
in the course of the year. Their rediscount 
indebtedness to the Central Bank was rapidly 
reduced, until in October that item disappeared 

completely from the statement of the B;:wk ~f 
Finland. The current account liabilities· ofo the 
Bank of Finland (to " others than the Treasury ". 
- i.e., representing chiefly bankers' balances) rose 
from 63 million markkaa at the end of 1932 to 
327 millions at the end of 1933· 

The Bank of Finland reduced its discount rate 
in four stages in the course of 1933 from 6 Y2 to 
4 Y2 per cent. As a result partly of the return of 
confidence in the currency and partly of the 
favourable foreign trade position, the net exchange 
holdings of the Bank of Finland showed a· 
remarkable increase from 543 to 1,322 million 
markkaa during the year. The note issue of the 
Bank of Finland was slightly higher at the end of 
1933 than a year earlier, though the average volume 
of notes in circulation during the year was still 
slightly below the level of 1932. 

A notable effect of the depression in Finland has 
been to reduce the number of ba.1ks - by mergers 
and liquidations - from seventeen to eleven. Of 
the eleven commercial banks in existence at the 
end of 1933, two were in process of liquidation, 
and one, though transacting commercial banking 
business, operates mainly as the Central Bank of the 
481 savings banks. The continued concentration 
of banking resources during the depression is 
illustrated by the fact that the three largest banks 
controlled 86 per cent of the combined balance
sheet total of all commercial banks at the end of 
I 933,as compared with 63 per cent at the end ofi930. 

A new Banking Law came into force on April xst, 
1933, replacing a Law of r886, which has hitherto 
formed the legal basis of commercial banking in 
Finland. The new law 1 sets up more stringent 
conditions for the establishment of new banks and 
for the opening of branch offices. The minimum 
share capital of any bank is fixed at xoo million 
markkaa, and a certain proportion of net profits 
must be set aside each year to reserves. The new 
law reinforces the principle of strictly commercial 
banking by prohibiting the banks from participating 
directly or indirectly in commercial or industrial 
enterprises, or investing more than 10 per cent of 
their own funds (i.e., share capital and reserves) in 
shares ; the law also imposes severe restrictions on 
investments in real estate. The banks are required, 
under the new law, to maintain a cash reserve of 
at least 20 per cent of total sight liabilities ; this 
reserve may include balances at the Bank of 
Finland, net claims on domestic or foreign banks 
payable on demand, foreign commercial bills, bonds 
quoted on foreign stock exchanges, and Finnish 
State bonds, in addition to cash in hand. 

1 Ita detailed provisions a no described in the M onlltly Buli<lift oft IN Bank of Fift/and, March 1933• 
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·FcyLAND. CO:\DIERCIAL BANKS Table 7 (a). 

ACCOUNTS 

Number of: Banks • . . . • . • . . • . . . . . 
Branches and Sub-Branches ..... . 

AssETS. 
I. Cash . . . . . . . . . . . . • . . . . . . 

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

Bank . . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . • . . . . • 
3· Bills discounted and bought. . . . . . . . 

(a) Treasury bills. . . . . . . . . . . . . 
(b) Commercial bills, Inland . • . . • . . . 
(c) Commercial bills, Foreign . . . . . . . 

4· Investments and Securities. . . . . . . • . . 
(a) Government • • • . . . . . . . . • . 
(b) Other • . • . . . . . . . . . . . . . 

5· Participations • . . . • . • . . . . . . . • 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home. . . . . . • . . • . 
(b) Abroad . . . . . . . . • . . . ••. 

7. Loans and Advances. . . . . . . . . • . . . 
(a) On current account . . . . . . • • . . 
(b) Other . . . . . . . . . • . . . . . . 

8. Cover for Acceptances . . • • . . • . . . . 
g. Premises, etc. . . . . . . . . . . . . . . . 

IO. Sundry Assets . . . . . . . . • . . • . • . 
II. Total Assets • . • . • . . . . . . • . . . . 

LIABIUTIES. 
12. Capital paid up. • . . . • . . . . • • • . . 
I3. Reserve Funds • . . . . . . . . • • . 
I4. Profit-and-LossAccounts, Dividend Accounts, etc. 
I5. Cheques and Drafts, etc., in circulation • . • . 
I6. Due to Banks (Correspondents) • • . . . . . . 

(a) At home. • • • . . . • . . . • . . . 
(b) Abroad . . . . . . . • • . . • • . • 

I7. Deposits • . . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits •.. 
(b) Savings accounts . . . • • . . • . . • 
(c) Time or fixed deposits • . . . . . . . . 
(d) Other deposits • . . . . • . . . . . • 

I8. Rediscounts and Other Borrowings . • . . . . 
I9. Acceptances and Endorsements • . . . . . . 
20. Sundry Liabilities. , . • . • • • • • . . • . 
2I. Total Liabilities . . . . . • . • • . . . . . 

22. Contingent Liabilities • . . . • • . . 
23. Value of currency in Swiss francs at 

of each year . . . . • . . . . . . 

. . . . 
the end 

SUMMARY OF POSITION AT THE END OF: 

I7 
6u 

238·4 
67·5 

3·356·4 

3.297·3 
59-I 

266.1 
31·7 

234·4 

236.0 
61.2 

174·8 
6,222.8 
3.586.8 
2,636.0 

1930 

17 
6o6 

1931 1932 

Markkaa (ooo,ooo'a omitted) 

.:.23.1 231.8! 213.41 

223.1 
52.1 

2,756·9 

a,696.3 
6o.6 

318.6 
J4.1 

284·5 

210.2 
46.8 

163.4 
6.471.2 
3,588.9 
2,882.3 

I ' 
231.8 213·4 
43·3 32-3 

2,31)5.1 1,853.3 

a,a73·1 
122.0 

339·9 
39·2 

300,7 

192-7 
16.8 

17,·9 
6,422.9 
3.394·9 
3,028.0 

1,828.,5 
24.8 

415·7 
40.6 

3 7 ,5.1 

137·4 
32·4 

10,5.0 
6,366.8 
J,140·4 
J,226.4 

• 
262.5 286.2 286.4 287.6 
243·9 222.5 407·3 203.1 

10,893.6 1 0,540.8,_1 0....:':..3_19_.4_1-9....:':_5_09_._6 

I,II5.0 
568.I 
240·4 
16g.1 
482.4 

482.4 
7.48I.3 
1,486,1 

766.7 
5,228., 

530·3 

I,n5.o 
596·3 
I98.4 
I6o.8 
358.2 

358.a 
7.697·8 1,,,., 

828.8 
,,313., 

I6I.7 

I,II5.5 
584.0 
I86.8 
I51-3 
196.2 

196.2 

7·378·5 
1,6J,.O 

793·0 
4,9,0.5 

92s.5 
546.2 
141.1 
II6.2 
132-3 

IJ2.J 
7.154-7 
1,607,2 

786.4 
4·761.1 

307 .o l--,-.,....::'2 5::..2:...6, I-::"":"C2:':I,.::9--:·6 
10,893.6 10,540.8 10,319.4 

176.2 
9,509.6 

1,078.9 1,001.4 g88.9 8"46·3 

0.131 O.I31 o.o87 

1933 

533·9 
0,2 

533·7 
46.6 

1.435·5 

1,3H·3 
8o.2 

485.8 
84.1 

401.7 

371-9 
124·7 
247·2 

6,173·4 
2,9,2·4 
J,221,0 

262.9 
294·3 

9,604.3 

914.0 
531.2 
127.8 
131-5 
184.1 

184.1 
7-498.0 
1,76,.8 

837·8 
4.894·4 

30.0 

187·7 
9,604.3 

1,015.8 

0.075 
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FL~LAND. COMMERCIAL BANKS Ta!Jie 7 :(b). 
' ~ ·.. . 

. .; •. . 
SUMMARY OF PROFIT-AND-LOSS ACCO~TS 

AND DISTRIBUTION OF PROFITS. ; • 
FOR THE YEARS : 

ACCOUNTS 

1930 1931 1932 1933 

Number of Banks . . . . . . . . . . . . . . . 17 17 14 12 II 

Markkaa {ooo,ooo's omitted) 

Capital paid up . . . . . . . 
Reserves and Undivided Profits 

I. Gross Profits • . . . . . . . . . . . 
To be leducted 

2. Expenses. • . • . . . . . . . . . . 
(a) Salaries, etc. . • . • . • . . . . . . . 

. . (b) Other working expenses . . . . . . . . 
(c) Taxes, etc. • • . • • • • . . . . . . . 

3· Reserved for Pension Funds, etc. . . . . . . 
4· Written off on (Depreciation Accounts for) ... 

(a) Premises, etc. ·• • • . . . . . . . . 
(b) Investments and securities . • . . 
(c) Other assets • . . • • • • . • . 

5· Remaining Net Profit or Loss (-). . 
6. Carried forward from Preceding Year 
7· Taken from Reserves or Capital. . . . . . . . 

8. Total ~mount disposed of for Dividends, etc . . 

9· Carried to Reserves . . . . . . . . . . . . • 
10. Dividends . . . . . . . . . . . . . . 
II. Directors' Fees, etc. . . . . . 
12. Other Purposes. . . . . • • . . . . 
I3- Carried forward _to Following Year . . . • • • 

14. Total as above . . . . . . . . . . . . . . . 

I5· Value of currency in Swiss francs at the end 

I,1I5.0 
6o6.o 

498.1 

241.6 
123.6 

48.0 
70.0 
I.2 

69.6 
6.6 

10.2 
52.8 

185.7 
37-9 
I4.8 

238.4 

30-5 
I59-2 

0.8 
4-7 

43-2 

238.4 

of each year. . . • . . . . . . . . . . . o.I31 

Balance-sheet Summary. 

463.1 

236-7 
121.3 

46.6 
68.8 
I.I 

74-4 
1.0 

3.8 
69.6 

150.9 
43-2 

1.9 

196.0 

4-I 
14I.2 

0-5 
o.8 

49-4 

196.0 

0.13I 

I,II5-5 
633-9 

431.1 

211.5 
111.3 

43-0 
57-2 
2.1 

305.2 
0.3 
8.1 

296.8 

-87.7 
55-4 

205-3 

173.0 

928.5 
58g.o 

355.2 

.185-4 
99.8 
37-0 
48.6 

97-5 
0.2 

3·4 
93-9 

72.3 
42.8 
22.3 

137.4 

9·4 1.0 
II9.7 94.8 

. 0.6 0.3 
0.6 0.4 

914-0 
572.1 

317.9 

170-2 
98-3 
32-5 
39-4 

15I-5 
6.g 
5-5 

139-1 

-3.8 
40-9 
86.6 

123.7 

2.2 
91-5 

42-7 40-9 30.0 
1---·1---

173.0 137.4 123.7 

0.087 0.075 0.075 

I. Cash. 2. Other Items of a Cash Nature. 
The composition of the figures given under (b) 

is shown below : 

Ma:k..kaa (ooo,ooo's~ 1929 1930 19~1 193% IQ33 - - - - -
Notea and unall coino, 219-4 ""4·' 18o.1 165.8 214.5 
Sight balances. with Bank 

of Finland and other 
hanko. . . . . . . . . 19.0 19.0 51.7 47-6 319.2 

Total. .. . . . 238-4 223.1 231.8 213·4 533-7 

The figures given are made up as follows : 

Markkaa (ooo,ooo'•) 1929 1930 1931 193.1 1933 - -- - -- --
Foreign hanknotes • . . . 9-1 9-0 7-2 6.1 3·6 
Post bills of the Bank of -

Finland • 0.7 0.9 o.s 0.4 0.9 
Post bills of prl.;,.te ba~b : s6.6 41.0 J4.8 24-9 41-3 
Miscellaneous . . . . 1.1 1.2 0.8 0.9 o.8 - -Total. . . . . 67.5 52.1 43·3 32-3 46.6 
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4 '!nd ~ . Investments and Smuities; Participations. 
• -r- ~ -. ; ~ne composition of group 4 (b) is given below: 
. ' ... 

Markka'l {ooo.ooo's) 11)2() IQ]C' 19]1 ll').l2 1933 -- -- -- -- --
BOflds: 

In foreign currency. 33·• 48.8 54-0 56.6 30 .• 
Of municipalities. . . . 23.1 32.1 27.2 •1·3 27-9 
Of bank and mortgage 

institutions . . . . 16.6 35-8 35·3 45-0 6>.8 
Other. . . . . . . ]0.6 66.1 69.0 69-3 87·5 -- -- --Total bon<ls • . . . '43-5 182.8 185·5 1!18.• •o8·4 

s~~a ... : 
In credit and imrur.ulce 

institutions • . . . 66.4 6p 61.9 56·• 56.1 
Other. . . . . . . • •+5 36.s 53·3 100.7 137·2 ---- -- -- --Total shares • !10·!1 101.7 115.2 176-9 193·3 
Total "Other securities ... 234-4 284·5 300-7 375-1 401-7 

6. Due from Banks (Co"espondents). 

The balance-sheets, as summarised in the official 
banking statistics, contain an item, " Inland 
Correspondents ", which, however, represents 
almost entirely ordinary current accounts of private 
clients of the bank. These accounts, which are 
shown separately in a special statement, have been 
included under " Loans and Advances " in the 
present Summary Table (see note 7 below). The 
sums shown in group 6 (a) of the table represent 
the remainder of the item "Inland Correspondents", 
plus a small item, " Deposit Certificates of Other 
Banks ", shown separately in the official statistics. 

1· Loans and Advances. 

The sums given under (a) consist of "Cash 
Credits ", other current accounts and " Personal 
Accounts ", and represent amounts actually drawn. 
In the statement below, the unutilised balances and 
the total amount of credits opened are shown, in 
addition to the amounts drawn. 

Markka. (ooo,ooo's) 1929 1930 19.11 1932 1933 ---- --
I . .A mounl.s draw": 

Cash credit • . • 1.411.5 1,307-9 1,149.0 1,032-7 aa,.a 
Current and per· 

sonal accounts. 2,175·3 2,281.0 2.245·9 2.107-7 2.<>64.6 

Total drawn 3.586.8 3.588.9 3.394-9 3.140-4 2.952-4 
11. BalaJtUs: 

Cash credit • 17>.1 186.4 182.5 126.8 1]6.8 
Current and per-

sonal accounts. !/06.8 815.0 8o6.4 719.5 879·0 ----Total unutili!'ed . 1,078·9 1,001.4 988.9 846.] 1,015.8 -- --
Total credits 

opened (laud II) 4.66§.7 4.5!10·3 4.383.8 3.986-7 3.968.2 

Unutilised balances of credits granted are shown 
under the heading " Contingent Liabilities " at the 
bottom of the Summary Table .. 

The sums shown under 7 (b) in the Summary 
Table represent loans. The composition of total 
loans and advances according to the character of 
the cover is shown below : 

Markka.\ fooo.ooo's) lQtQ 1930 IQ31 193• IQ33 

------
Loans and advances 

against: 
Mortgages • 1,937·7 2,148.0 2,J79·4 2,270.6 a,J!I0-4 
Bonds and bank 

deposit certifi· 
cat.t"s . . 85.8 98.1 QO.S 65.3 1U.9 

Shares. . . • 1,1oa.5 1,043-2 930·5 770·3 699-7 
Goods • . 10.8 17-5 10.::1 16.a 17·3 
Guarantee . • 1,886.2 1.774-3 1,530.6 1,314·3 1,o84·5 
Single signature . 2.272.6 a.J91-l 2,458.6 2,776·4 2.884·4 

Total 7.3<11.6 7-473.6 7.411.8 7,313.1 7,189.3 

10. Sundry Assets. • 

The fignres given are made up as follows : 

Markkaa (ooo,ooo',d 19.29 IQ]O 1931 IQJ2 193\ 
-- ---- -- --

Mortgage loans, etc. . 5·3 4·9 2.6 1.0 1.8 
Interest receivable . . 9•·!1 94·9 95·9 77-1 66.2 
Sundries . . . . . . 145·7 122.7 J08.8 u~.o J26.J 

Total. . . 243·9 223.5 407·3 203.1 •94·3 

15. Cheques and Drafts ill Circulation. 

The figures shown represent bank-post bills 
issued. 

16. Due to Banks (Co"espondents). 

The figures given under (b) are shown in the 
official statistics under the heading " Foreign 
correspondents " and represent in the main banks 
and bankers. The item " Inland correspondents " 
of the Finnish banking statistics, however, consists 
almost exclusively of current accounts of private 
clients of the banks. As the sums due to banks 
at home are not shown separately anywhere in 
these statistics, the whole of the item " Inland 
correspondents " has been included in the current 
accounts in the Summary Table (see note to group 
17 below). 

17. Deposits. 

The current account deposits and the home 
correspondents' accounts torming together item 
17 (a} of the Summary Table are shown separately 
in the following statement, which includes, in 
addition, the unutilised balances of the "Cash 
credits" and other current account credits accorded 
to the clients. 
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Karkkaa looo,ooo's) 1929 1930 1931 1932 1933 ------ ----
Deposits in current 

account . . . . 724-0 66<).8 667.1 626.0 756·4 
Inland correspon· 

dents . . . . . 762.1 885·7 967·9 981.2 1,()()9. 4 -- ----
Total (item 

17 (a}). 1,486.1 1,555·5 1,635·0 1,007.2 1,765.8 
Unu t:ilised balances 

of credits opened. 1,078·9 1,001.4 g88.9 846·3 1,015. 8 

Total fmcluding 
credit balances) 2,565.0 2,556.9 2,623·9 2.453·5 2,781. 6 

18. Re-discounts and Other Borrowings by the Banks. 
The sums shown under this heading in the 

Summary Table are composed as follows : 

. Markkaa (ooo,ooo's) 1929 1930 1931 1932 1933 -- -- -- ----
Bills re-<liscounted . . 490·5 147·• 461.3 296.2 -
Borrowings against security 

of premises . . . . . . 4·2 4·1 3·5 3-3 0.6 
Other borrowings. . . . . 35·6 I~ 22.7 14·9 29·4 

Total. . . . . 530.3 161.7 487·5 314·4 30.0 

20. Sundry Liabilities. 
The figures given in the Summary Table are made 

up as follows : 

Markkaa (ooo,ooo's) 1929 193<> 1931 1932 1933 
-- -- -- ----

Pension funds • . . . . 5•·3 54-9 57·• 53·5 54·• 
Unpaid dividends . . . 2.2 2.2 2.2 2.6 r.8 
Interest payable • . . . 84·3 68.4 s6.4 44·7 J4.1 
Bills collected for third 

parties . . . . . . 21.7 17.2 12.7 1·1 1·0 
Sundry accounts . . . . . 146.s 109·9 91.2 67·7 go.6 

Total. . . 307.0 252.6 219.6 176.2 187·7 

It will be noticed that the third item, " Interest 
payable ", is largely counterbalanced by the 
interest receivable included in " Sundry assets " 
and shown separately in the note to group Io of 
the Summary Table. 

22. Contingent Liabilities. 
The sums shown under this heading consist of 

unutilised balances of credits opened . 

Summary of Profit-and-Loss Accounts. 

I. Gross Profits. 

The figures given in the Summary Table are 
composed as follows : 

Markka;t (ooo,ooo'~) 1929 1930 1931 193• 1931 
-- -- -- -- --

Net interest and commis-
siona from discounts, 
loans and advances. . 424·• 395·6 328.4 26g.8 231·5 

Profit on securities and • 
exchange . . . . . . . 46.s 42.0 6s.s 62.1 6o.6 

Recovered from assets 
written off . . . . . . 1.8 J.O 4·2 2.3 4·0 

Sundry p10fits . . . . . 1t5.6 22.5 33·0 21.0 21.8 -- --Total, . . . 498.1 463.1 431.1 355-2 317·9 

In conformity with the banking practice in most 
countries, net figures for interest earned are given 

above. These figures have been calculated by 
deducting interest paid shown under expenses in 
the official Finnish banking statistics from the total 
of the interest earned as given in these statistics. 

4· Depreciation Accounts. 
The amounts included under (c) in this group of 

the Summary Table were written down as follows : 

Markkaa (ooo,ooo't:) 1929 1930 1931 193~ 1933 
-- -- ---- --

Written off on : 
Discounts, loans and 

advances . . . . . . 51·9 68.3 285.1 go.2 135.0 
Fo~ign exchange. . . . - - - - -
Assets not SJ>O(;ified. . 0.9 1.3 11.7 J.7 4·1 --

Total. . . . 52.8 6g.6 296.8 93·9 139·1 



'35 

}'RANCE. 

Introductory Note. 

1l1e principal changes which occurred in the 
structure of the French deposit banking system 
during 1933 and 1934 were the failure of the 
Societe Centrale des Banques de Province - men
tioned in the previous edition of this volume - and 

. the regrouping and capital reconstruction of certain 
other provincial institutions. The Societe Nan
ceienne de Credit was severely affe<"ted by the 
stagnati!Jn of the textile industry, and in May 1934 
its capital of 100 million francs was reduced to 
40 millions to cover losses, and subsequently raised 
to 6o millions through the assistance of the Credit 
Industriel et Commercial. The Banque Generale 
du Nord also suffered serious losses on certain of 
its assets, and it was further embarra~sed by the 
fact that the Societe Generale de Belgique, which 
had hitherto lent it important support, now tended 
to concentrate its resources on the domestic market. 
At the end of April 1934. the Banque Generale du 
Nord was absorbed by the Credit du Nord, one 
of the largest regional banks. The capital of the 
latter was raised from 150 to 167~ million francs 
and the shares of the Banque Generale exchanged 
at 3 to I for shares in the Credit du Nord. 

The following table shows the movements of the 
principal accounts of the four big deposit banks 
- Credit Lyonnais, Comptoir National d'Es
compte, Societe Generale and Credit Industriel et 
Commercial- during 1933 and 1934: 

End of moolh : 

Franc!~ (ooo,ooo"s) Dec. june Dec. June 
1932 1933 1933 1934 ------ --

1. Cash in hand, etc. , . . 9o94S g,n6 6,514 6.n8 
2. Commercial portfolio 

and national defence 
bonds . . . . . . . 21.932 xg,818 xg,6g8 18.420 

3· Correspondents and 
debtors on current 
account . 0 . . 8,011 8,405 7.381 7,082 

4· Advances. 0 0 0 . . !,044 1,174 1,250 1,354 
5· Deposit accounts. . . . 16,581 IS,S70 14,689 14,1o8 
6. Current accounts. . . . 21,178 19.725 17,946 16,7ll 
7. Acceptances. . 0 . . . 295 372 273 2o8 

The most striking feature in the recent banking 
development in France is the very large contraction 
in deposits. During the year 1933. aggregate 
deposits (items 5 and 6) in the four large etablisse
ments de credit fell by 5.2 milliard francs, and, during 
the first half of 1934, by a further 1.8 milliard ; 

1 See Commercial Banks, I9:15-I9JJ, pages 100 and 101. 

aggreg-<lte deposits were m·arly 20 per cent lower 
at the middle of 1934 than at the end of 1932. 

This contraction in deposits is to be ascribed to 
three principal factors - domestic hoarding, the 
withdrawal of foreign balances, and the recourse 
to accumulated savings of sections of the population 
severely affected by the continued deterioration of 
economic conditions. Already at the end of 11)32 
large quantities of notes and gold wen• hoarded in 
];'ranee 1 ; it would appear that during 1()33 and 
1934 hoarding took the form chiefly of gold. The 
note circulation of the Banque de France fell, on 
balance, by over 2 milliard francs during 1933 (of 
which 250 millions were due to notes of 1,000 francs 
- i.e., the denomination which is most frequently 
used for hoarding purposes) and by a further 
450 millions during the first half of 1934· . On the 
other hand, during 1933, the net import of gold into 
France amounted - according to the trade 
returns - to 6.2 milliard francs, while at the same 
time the gold reserves of the Banque de France fell 
by 6 milliards. It would, of course, be wrong to 
conclude that this 12.2 milliard francs represents 
net new hoarding of gold in France during 1933. 
The reduction in the gold reserve of the Banque de 
France is partly due to earmarking for foreign 
account, including the British Exchange Equalisa
tion Fund, which shifted part of its gold holdings 
from New York to Paris after the American 
abandonment of the gold standard ; and it is, 
moreover, possible that the Central Banks of certain 
other countries adhering to the gold standard 
centralised part of their gold reserves in Paris after 
the Monetary and Economic Conference in 1933. 
It has been estimated 1 that, when allowance is 
made k•r these factors, the amount of new g<,Jd 
hoarding in France during 1933 was about 4·5 
milliard francs. The same authority estimates 
that the aggregate hoards of gold in France at the 
end of 1933 amounted to some 15 milliard francs. 

Although, as mentioned above, there does not 
appear to have been any net new hoarding of notes 
during 1933 and the first half of 1934, currency 
hoarding on a considerable scale took place during 
the politica1 troubles of February and March 1934· 
In the course of these two months, the note circula
tion of the Banque de France rose by 3·4 milliard 
francs and the deposits of the four large credit 
establishments fell by 2.5 milliards. In the subse
quent months, however, the decline in deposits 
stopped, and the note circulation tended to 
contract. 

1 Pierre MEVNIAL : "La Balance des Comptes ", in Revue d'Eco~tot~Jie polilique, May-June 1934· 
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The second principal factor which explains the 
decline in dt'posits during 1933 and 1934 is the 
withdrawal of foreign short-term balances from 
France. These withdrawals were concentrated in 
the last months of 1933 and the first months of 
1934· During the American banking difficulties, 
and more particularly after the suspension of the 
gold standard, there was a very large movement 
of capital from the United States to France ; this 
is reflected in an increase in deposits with French 
banks from May to July, in spite of domestic 
withdrawals during those months. It is estimated 1 

that, at the end of August 1933, foreign deposits 
at the principal French banks amounted to about 
7·5 milliard francs, as compared with a "normal" 
figure of s Jme 4 milliards. The efflux of capital 
during the last quarter of 1933 was partly due to the 
economic revival elsewhere, partly to internal 
political difficulties which gave rise to apprehensions 
regarding the budgetary position and the future of 
the franc. In February and March 1934, after 
the enactment of the American Gold Reserve Act, 
foreign balances in Paris were used to buy gold 
from the Banque de France to ship to the United 
States. This movement came to an end in March 
1934· It is estimated 1 that, by that month, the 
foreign funds with Franch banks had been reduced 
by 3·5 milliard francs. 

During the first half of 1933, the important 
deposit banks used the influx of foreign funds to 
maintain their cash reserves at a very high level. 
They met the withdrawal of domestic deposits 
chiefly by a sharp contraction of the bill portfolio, 
and the ratio of cash to all deposits remained 
unchanged at over 26 per cent. But, in the second 
half-year, the banks met the entire withdrawals 
-2.6 milliard francs- by allowing a corresponding 
depletion of their cash reserves to take place, and 
the cash ratio fell to 20 per cent at the end of the 
year. During the month of February 1934, cash 
holdings fell by a further 1.6 milliard francs 
(deposits by 2.1 milliards), and the cash ratio was 
reduced to 17~ per cent. During the next 
months, there was a slight but Nntinuous increase 
in the banks' cash reserves. 

The deposit banks' portfolio of commercial and 
Treasury bills was 3·5 milliard francs lower at the 
middle of 1934 than at the end of '1932. From 
such indications as are available, it would appear 
that this contraction was entirely confined to 
commercial bills and that Treasury bills underwent 
but little net fluctuation. Commercial bills on 
this basis, would appear to have declined from 
9 to 5·5 milliard francs, or by nearly 40 per cent. 
The increa.o;e in the discount portfolio of the Banque 
de France during 1933 (900 million francs) and the 
first quarter of 1934 (1.6 milliards) suggests that 

the contraction in the deposit banks' commercial 
portfolio was not fundamentally due to any 
reduced demand for commercial credit, but rather 
to the inability of the banks to meet both large 
withdrawals of deposits and State credit require-' 
ments. During the second quarter of 1934, politi
cal uncertainties ceased to exercise an important 
influence on French banking ;"the decline in deposits 
stopped, the deposit banks' discount portfolio 
tended to rise, the Banque de France's discount 
portfolio fell and its gold reserve rose by over 
4 milliards. 

Correspondents and debtors on current account 
rose during the first quarter of 1933, but since then 
they have fallen continuously, in line with the 
progressive deterioration of the economic situation. 
Advances, on the other hand, have shown a fairly 
continuous though moderate increase since the 
beginning·of 1933 ; this may be partly due to the 
slightly higher level of stock-exchange activity, 
but would appear to be chiefly due to increased 
security loans. Acceptances, which had already 
fallen very sharply in preceding years, continued 
to decline on balance, and at the middle of 1934 
they were only one-sixth of their 1929 level. 

The decline in deposits in commercial banks 
was not compensated, as in 1932, by an increase in 
deposits in savings banks. On the contrary, in 
the course of 1933 withdrawals from savings banks 
exceeded deposits for the first time since 1916. 
The excess, however, was small and was exceeded 
by interest payments, so that the amount to the 
credit of depositors in savings banks was 59·5 
milliard francs at the end of 1933, as compared 
with 57.8 milliards a year earlier. Of the former 
amount, the Caisses ordinaires account for 35·4 
and the Caisse nationale for 24.1 milliard francs. 
The failure of deposits to increase during 1933 is 
partly explained by the higher interest rates 
available on national defence bonds at certain 
periods of the year, and partly by hoarding. By 
Decrees of October 31st, 1933, the rate of interest 
to be paid on deposits in the Caisse nationale was 
raised from 2~ to 3 per cent and on deposits in 
the Caisses ordinaires from 3 or 3~ to 4 per cent. 
This decision was put into effect at the beginning 
of 1934 ; it may be observed that, during the first 
six months of 1934, savings bank deposits fell by 
over I milliard francs. 

The factors enumerated above as characteristic 
of 1933 and the first months of 1934 - political 
troubles, budgetary disequilibrium leading to 
increased issues of Treasury bills, reduction of 
commercial and savings bank deposits, gold 
hoarding and the repatriation by foreigners of 
balances previously held in France- could not fail 
to exercise an unfavourable influence on the level 

, ~ Piemo DIBTI<RLIN:" Leo Banques ",in Revue d'EcotiOmi•poliliqUI, May- June 1934, page 593· 
Ibid., page 594· 
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of money and interest rates. This is shown in the 
following table : 

Jan. Mar. July S.pt. Mar. july 
1933 1931 193~ 193~ 1914 1934 

-- -- -- ----o; 0 0 0 "' 0 

Bank rate. 
0 0 0 n 0 .. . . 2~~ 2~~ av 21,4 3 2 ~~ 

Treasury bill dis-
, . 

count rate. 1.50 2.16 1.38 1.23 3-17 1.88 
Private discount rate 

(fine bills) • . •·34 2.13 1.69 1.38 2.88 1.78 
Yield of 3% re1fl.s 3·93 4-JI 4-49 4·44 4-00 4·o8 

The hardening of money rates during the first 
quarter of 1933 was partly due to large-scale 
purchases of sterling. The Exchange Equalisation 
Account purchased francs, which it presented for 
redemption in gold at the Banque de France, whose 
gold reserves fell by I l milliard francs. The 
French position was eased in the spring as a result 
of the credit of £30 million given the Treasury 
by a group of English banks ; consequently, money 
rates tended downwards. Renks, however, con
tinued to decline - a reflection of the internal 
budgetary disequilibrium as distinct from the 
international movement of capital. During the 
summer, when the American dollar underwent its 
severe depreciation, there was a large flow of 
capital to France, and money rates continued to 
fall. But the internal situation continued to be 
strained and the domestic demand for gold for 
hoarding persisted. The situation began to come 
to a head in October ; the withdrawal of foreign 
funds, the failure to renew the Treasury bonds 
placed in London in the spring, the flight 
of domestic capital into gold and foreign currencies, 
all contracted the supply of available capital, 
while Treasury requirements remained at a high 
level. Money rates rose in consequence, but did 
not reach their peak until March 1934 ; the gold 
shipments consequent upon the establishment of a 
free market for gold at S35 per ounce in the United 
States coincided in point of time with serious 
political troubles in France. During recent months 
the tendency of money and interest rates has again 
been downward. The Banque de France reduced 
its discount rate, which had been raised to 3 per 
cent in February, back to 2~ per cent at the end 
of May. It may be observed, however, that, even 
by July 1934, the general level of money rates had 
not fallen to the level of January 1933· 

Except for the Credit Industriel et Commercial, 
all the large deposit banks disclosed much the same 
net profits and paid the same dividends in 1933 
as in 1932. For reasons given in preceding edi
tions, however, the figures disclosed for net profits 
are to be treated with caution, as certain of the 
banks still have important hidden reserves out of 
which they can amortise assets. During 1933, a 

l See Ctmtmerci11l Banks, I925·I933. page 99· 

larger proportion of the earnings of the deposit 
banks was deriwd from commissions on the issue 
of public and semi-public obligations than hitherto. 
The fall in the volume of banking resources was 
compensated, at least in part, by the rise in the 
level of money rates illustrated in the foregoing 
table • 

• • • 
The principal accounts of the two important 

bafKI'"S tl'aflaires - the Banque de Paris et des 
Pays-Bas and the Banque de l'Union Parisienne -
at the end of 1932 and 1933 are shown below : 

Ban que 8a.uq.te 
de Pari• f't df' I'Uninn Tolnl 

Franrs (ooo,ooo's) d., Pays Bas Partairnnf" 

19)2 1931 IQ]2 IQSS 1Ql2 U)'\'\ -- -- -- -- -- --
1. Cash in hand and 

with Banque de 
France, . . . 514 484 88 lin ()oJ 5~s 

2. Due from banks 
and correspon· 
denta, etc. . . 359 tS9 48 34 407 t()J 

3· Bill portfolio, in-
eluding Natio-
nal Defence 
Bon<ls , . • 1,292 84.1 319 2.17 1,61 I r,oRo 

4· Investment& and 
participa tiono • S49 SIB 48a 428 1,0]1 946 

5· Loan• and ad-
vances . . . 519 719 324 2~0 947 I,OS4 

6. Deposita • . . • 2, 582 2,269 890 ?54 Jo472 J,OlJ 
WAtrtof: 

Current ac-
counts • • t, 737 1,249 721 498 2,448 1,747 

Time depo-
lib . . 8o7 ¢5 169 ass 976 1,221 

The hoarding tendencies of 1933 affected the 
banques tl' alfaires as well- as the banques de diptJts 
and the contraction in deposits was about the same, 
in relation to total deposit.~. for the two groups of 
institutions. The fall in the case of the former 
was entirely confined to current accounts ; time 
deposits, which always constitute a higher propor
tion of the total deposit liabilities of the banqtles 
tl'alfaires than of the deposit banks, rose 
perceptibly. 

The aggravation of the econo~ic depression 
during 1933- when the French investment banks 
were affected, not only by the continuance of the 
restrictions placed upon the realisation ot their 
fcreign as.<;ets, but also by the fall in domestic 
security and property values - led the Banque de 
l'Union Parisienne to undertake a general revision 
of the value of all its assets and a corresponding 
reduction of its own capital structure. Certain 
amortisations had already been made in 1932 1, 

when it was assisted by a syndicate headed by its 
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largest shareholder, the Societe Generale de Bel
gique, but these were now found to be insufficient. 
It was decided that, of the aggregate reserve funds 
and balance of profit-and-loss accounts of the 
Banque de !'Union Parisienne, amounting to 
135 million francs, 130 millions should be used to 
write off loans, etc., and premises. The remaining 
5 million francs was used to write down the bank's 
investment portfolio, which amounted - after 
this amortisation- to 321 million francs ; participa
tions were entered at 107 millions. These figures 
were, however, still far above the market or 
realisation value of the securities held. The 
427 million francs of securities and participations 
entered in the balance-sheet at the end of 1933 
were composed as follows : 

French SE"Curities . . 
Colonial securities . . . 
Foreign securitiE-s. . . . 

Francs (ooo,ooo's) 
227 

6J 
• • • 138 

It was estimated that the amortisation required 
on the French securities was 32 per cent (72 million 
francs), on the colonial securities 65 per cent 
(40 million francs), and on the foreign securities 
42 per cent (58 million francs). In order to write 
down the securities to this extent, it was necessary 
to proceed to a drastic capital reorganisation of 
the bank. This was effected in May 1934. The 
capital was reduced from 300 to 100 million francs. 
Of this 200 million francs, 170 millions were used 
to offset the writing-down of the investment and 
participation portfolio from 428 to 257 million 
francs. Of the remaining 30 million francs, 
4.2 millions were used to relieve shareholders of the 
obligation to pay certain arrears of t:lxes, and 

25.8 millions to create a special reserve fund. 
Shareholders exchanged three old shares for one 
new share. Additional capital of 100 million francs 
was raised through the issue of new shares to a 
group headed by MM. de Lubersac et C••. . 

It will be observed from the above table that the 
Banque de Paris et des Pays-Bas keeps a high 
proportion of its assets in liquid iorm -· cash, 
bank deposits and commercial paper. The fall 
in deposits during 1933 was met chiefly by a 
contraction of the bill portfolio ; moreover, a very 
limited volume of commercial paper was available 
during the year. The bank's aggregate loans and 
advances rose by 200 million francs during 1933. 
To the extent of 35 millions, this was due to 
contango loans to finance stock-exchange transac
tions ; . the remainder represents chiefly bookkeeping 
changes. 

The stagnation of the private capital market 
reduced the scope of the investment banks' activity 
during 1932 ; but this was partly compensated by 
the important issues of Treasury bonds and 
obligations, lottery certificates, railway, municipal 
and Colonial Government bonds in which they 
participated. The Banque de !'Union Parisienne 
showed a net operating loss of over I million francs 
during 1933, while the Banque de Paris et des 
Pays-Bas disclosed a net profit of 25 million francs 
and distributed 30 million francs in dividends, 
drawing on the carry-over for the difference. It 
may be observed that the Banque de Paris et des 
Pays-Bas has made comparatively small disclosed 
amortisations during the past few years (less than 
40 million francs from 1929 to 1933 inclusive), but 
it is generally believed that substantial amortisation 
of assets has been made out of hidden reserves. 

Balance-sheet Summary. 

I and 2. Cash Assets, etc. 

In the common Summary Table, as well as .in 
that for the deposit banks alone, joint figures are 
given for the first two asset groups for 1929 and 
1930, as one of the most important banks (the 
Credit Lyonnais) did not show its sight balances 
with other banks separately from cash in hand and 
with the Bank of France before 1931. 

The amounts given under item 2 for dep(lsit 
banks in 1931-1933 and for investment banks 
throughout consist chiefly of balances with banks 
and sums due from correspondents ; they also 
include small amounts of coupons due for payment. 

3· BiUs discounted and bought. 

. The sums in this group of the Summary Tables 
mclude Treasury bills ( Bons de la Defense nationate), 
which are seldom shown separately by any of the 
bank.~ under review, and also a small amount of 
bills for collection and foreign bills. 

4 and 5. Investments: Participatio11s. 
The security holdin~s of both the deposit and the 

investment banks include shares and bonds of 
· private undertakings in addition to rentes and 
other Government securities ; as a rule, the banks 
do not show the composition of their investment 
portfolios in detail. 

6. D11e from Banks (Correspondents). 
The correspondent accounts, apart from the 

sight claims (mainly bank cheques and clearing 
balances) included in the cash reserve, are not, as a 
rule, shown separately, but are included in the ordi
nary current accounts (group loans and advances). 

7· Loans and Advances. 
As mentioned in the preceding note, current 

accounts include correspondents. In the case of 
banks which do not show cover for acceptances 
as a separate item, an amount equivalent to their 
acceptances has been deducted from current 

[Continutd on pag• 42. 
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FRANCE. PRINCIPAL DEPOSiT BANKS Table 8 (a) 1. 

SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 

1929 1930 1931 1933 1933 

Number of : Banks • . . . . . . . . . . . . . . 6 6 6 6 6 
Branches and Sub-Branches • . . . . 2,069 2,!66 2,202 2,Ifil 2,127 

ASSETS. Francs (ooo,ooo's omitted) 
I. Cash. . . . . . . . . . . . . . . 

:c;.~~ ~ 
11,759 9.666 6,387 

(a) Gold, silver and small coins - - -
(b) Inland notes and balances with 6,422 7.900 

Bank . • . . . . . . . . . . . . . . - - -
2. Other Items of a Cash Nature . . . . . . . . 1,584 1,527 1,463 
3· Bills discounted and bought . . . . . . . . 25.907 24.555 20,9II 25.425 22,957 

(a) Treasury bills . . . . . . . . . . . - - - - -
(b) Commercial bills, Inland . . . . . • . - - - - -
(c) Commercial bills, Foreign . . . . . . - - - - -

4· Investments and Securities. • . . . . . . . . 135 x6o 182 126 134 
(a) Government . . . . . . . . . . . . . - - - - -
(b) Other . • . . . . . . . . . . . . . . - - - - -

S· Participations . . . . . . . . . . . . . . . 138 IS9 177 ISO I5I 
6. Due from Banks (ColTespondents). . . . . . - - - - -

(a) At home. • . . .. . . . . . . . . . - - - - -
(b) Abroad . . . . . . . . . . . . . - - - - -

7· Loans and Advances . . . . . . . . . . . 13.966 !6,032 13.473 10,206 10,890 
(a) On current account . • . . . . . . 10,833 13,065 11,811 8,664 9,110 

(b) Other . . . . . . . . . . . . . . . . 3.133 2,967 1,66z 1,543 1,780 
8. Cover for Acceptances . . . . . . . . . . . . 1,742 1,242 718 357 350 
9· Premises, etc. . . . . . . . . . . . . . . . 200 28o 297 187 202 

Io, Sundry Assets . . . . . . . . . . . . . 189 184 I 59 132 143 
II. Total Assets . - 48,759 50,511 49,260 47,776 42,677 . . . . . . . . . . . . . . 

LIABILITIES. 
I2. Capital paid up. . . . . . . . . . . . . . . 1,643 I,701 1,383 1,490 1,491 
13. Reserve Funds • . . . . . . . . . . . . . . 1,897 2,038 1,884 1,897 1,905 
I4. Profit-and-Loss Accounts, Undivided Profits, etc. 379 390 305 295 292 
IS. Cheques and Drafts, etc., in circulation . . . . - - - - -
I6. Due to Banks (Correspondents) . . . . . . . . - - - - -

(a) At home. . . . . . . . . . . . . - - - - -
(b) Abroad . . - - - - -. . . . . . . . . 

I7. Deposits . . . . . . . . . • . . . . . . . 42,6o8 44.749 44.568 43.385 38.310 
(a) Current accounts and sight deposits. . . 39.502 41,279 41,800 40,886 36.)40 
(b) Savings accounts . . . . . . - - - - -. . . . . 
(c) Time or fixed deposits . . . . . . . . . 2,890 3.219 2,500 2,392 1,780 
(d) Other deposits • . • . . . . . . . . . 216 251 268 207 190 

x8. Rediscounts aild Other Borrowings - - - - -. . . . . . 
Iq. Acceptances and Endorsements. . . . . . . 1,742 I,242 718 357 3SO 
20. Sundry Liabilities . . . . . . . . . . . . 490 392 402 352 329 
2I. Total Liabilities . . . . . . . . . . . 48,759 50,512 49,260 47,776 42,677 

22. Value of currency in Swiss francs at the end 
of each year. • . . . . . . . . . . . . . 0.203 0.203 0.203 0.203 0.203 
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FR.L,.CE. PRINCIPAL lNVESTMENT BANKS Table.S (a) It. 

ACCOUNTS 

. Number of Banks . . . . . . . . . . . . . . 

AssETS. 

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

Bank . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . . 
3· Bills discounted and bought . . . . . . . 

(a} Treasury bills. . • . . . . . . . . . 
(b) Commercial bills, Inland . . . . 
(c) Commercial bills, Foreign . . . . 

4· Investments and Securities. . . . . . . . 
(a) Government . . . . . . . . . 
(b) Other • . . . . . . . ... 

s. Participations . . . . . . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . 

(a) At home. . . . . . . . . . . .. 
(b) Abroad . . . . . . . . . . 

7· Loans and Advance'! . . . . . . . . 
(a) On current account . . . . . . . . . 
(b) Other . . . . . .... 

8. Cover for Acceptances . . . . . . 
9· Premises, etc. . . • . . . . . . . . . . 

ro. Sundry Assets . . . • . . . 
II. Total Assets . . . . . 

LIABILITIES. 

12. Capital paid up. . . . . . . . . 
13. Reserve Funds . . . . . . . . . . . . 
14. Profit-and-Loss Accounts, Undivided Profits, etc. 
IS. Cheques and Drafts, etc., in circulation . . 
r6. Due to Banks (Correspondents) . . . . . . 

(a) Athome ............ . 
(b) Abroad . . 

17. Deposits . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits. . . 
(b) Savings accounts . . . . . . . . . .. 
(c) Time or fixed deposits . 
(d) Other deposits . . . . . . . . . . . . 

18. Rediscounts and Other Borrowings . . . 
19. Acceptances and Endorsements . . . . . . 
20. Sundry Liabilities . . . . . . . . 
2r. Total Liabilities . . . . 

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

SU:MMARY OF POSITION AT THE END OF : 

1929 

3 

66o 
1,678 

6or 

297 

2,855 
2,683 

172 
217 
67 
75 

6,864 

6oo 
421 
rs8 
397 

2,029 

6s 

1930 1931 

3 3 2 

Francs (ooo,ooo's omitted) 

425 543 6o2 

285 

2,217 
2,050 

167 
217 
73 
8o 

6,603 

1,661 
73 

793 

1,310 
1,291 

19 
207 
72 
92 

5,089 

270 

947 
939 

8 
92 

0 79 
105 

4,831 

6oo Goo 
433 418 
IIO 50 
206 roo 

3.442 3.472 
2,::128 2,448 

217 217 207 92 
~~~I754~l~~I723~1I~~9~I- 99 

6,864 6,603 5,089 4,831 __; __ , _ ____:. __ 
0,203 0.203 0,203 0.203 

1933 

2 

545 

268 
r,o8o 

702 

244 

1,141 
1,097 

H 
6o 
79 

112 

. 4,231 

6oo 
292 
36 

II2 

1,221 

ss 

6o 
108 

4,231 

0.203 
._ _______ ..,;._ __ ._!.. _ __!.. _ _.,L _ _..!,. _ ___L __ _ 
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FRA..~CE. PRINCIPAL COl\DlERCIAL BANKS Table 8 (a) Ill. 

SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 

1929 1930 1931 1932 1933 

Number of: Banks . . . . . . . . . . . . . . 9 9 9 8 8 
Branches and Sub-Branches . . . . . 2,06<) 2,166 2,202 2,161 2,127 

ASSETS. Francs (ooo,ooo's omitt~) 

I. Cash . . . . . . . . . . . . . . . . 
\ 

12,302 10,2L8 fi,<)]2 
(a) Gold, silver and small coins . . . . . . - - -
(b) Inland notes and balances with Central 7-496 9,310 ? Bank . . . . . . . . . . . . . . . . \ - - -

2. Other Items of a Cash Nature . . . . . . 2,004 1,891 I,7JI 
3· Bills discounted and bought • 27,585 26,179 22,294 27,036 . . . . . . 24,037 

(a) Treasury bills. . . . . . . . . . - - - - -
(b) Commercial bills, Inland. . . . . . - - - - -
(c) Commercial bills, Foreign . . . . . . . - - - - -

4· Investments and Securities. . . . . . . . . . 736 857 975 887 8jli 
(a) Government . . . . " . . . . . . . - - - - -
(b) Other . . . . . . . . . • . . . . - - - - -

5· Participations . . . . • . . . . . . . . . . 435 444 446 420 395 
6. Due from Banks (Correspondents). . . . . . - - - - -

(a) At home. . . . . . . . . . . - - - - -
(b) Abroad . . . . . . . - - - - -

7· Loans and Advances . . . . . . . . 16,821 r8,249 14.783 II,153 I2,03I 
(a) On current account . . . . . . . . 13.516 15,115 13.102 9,603 IO,l07 
(b) Other . . . . . . . . . . 3.305 3.134 1,681 1.550 1,h4 

8. Cover for Acceptances . . . . . . . . . . 1,959 Io459 925 449 410 
9· Premises, etc. . . . . . . . . . . 327 353 369 266 281 

ro. Sundry Assets . . . . . . . . . . . . • 264 264 25I 237 255 -----
II. Total Assets . . . . . . . . . . . . 55,623 57,115 54,349 52,607 46,908 

' 
LIABILITIES. . 

12. Capital paid up. . . . . . . . . . 2,243 2,301 1,<)83 2,01)0 2,0<)1 
13. Reserve Funds . . . . . . . . . . . . . . .. 2,318 2,466 2,317 2,315 2,197 
14. Profit-and-Loss Accounts, Undivided Profits, etc. 537 548 415 345 328 
15. Cheques and Drafts, etc., in circulation . . . . 397 264 206 100 112 
16. Due to Banks (Correspondents) . . . . . . . - - - - -

(a) At home. . . . . . . . . . - - - - -
(b) Abroad . . . . . . . . - - - - -

17. Deposits . . . . . . . . . . . . . . . . . 47.525 49.562 48,010 46,857 41-333 
(a) Current accounts and sight deposits. 42.32.5 44.358 44,028 . 43·334 31l,o87 
(b) Savings accounts . . ... . . . . . - - - - -
(c) Time or fixed deposits . . . . . . . ... 919 .f,88o 3.66-t 3,268 ],001 
(d) Other deposits . . . . . . . . . . . 281 3•4 318 zss 245 

18. Rediscounts and Other Borrowings . . . - - - - -
19. Acceptances and Endorsements. . . . 1,959 1.459 925 449 410 
20. Sundry Liabilities. . . . . . . . . . . . . 644 515 493 45I 437 
21. Total Liabilities. . . . . . . . . . . . . . 55,623 rs,.;il5 54,349 52,607 46,908 -----
22. Value of currency in Swiss francs at the end of 

each year. . . . . . . . . . . . . . 0.203 0.2113 0.20J 0.203 11.2113 



}'ltANCE. PRINCIPAL DEPOSIT BANKS Tablo 8 (b) I. 

SUMMARY OF PROFIT -AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS 

FOR THE YEARS : 
ACCOUNTS 

1929 1930 1931 1932 1933 

Number of Banks . . . . . . . . . . . . . . . 6 6 6 5 6 

Francs (ooo,ooo's omitted) 

Capital paid up. • . . . . . . . . . . . . . . 1,643 1,701 1,702 1,490 1,491 
Reserves and Undivided Profits . . . . . . . . . 1,949 2,099 2,II3 1,969 1,972 

r. Gross Profits • . - . . . . . . . . . , . . . 
. 

To be deducted: 
2. Exr:,nses. • . • . • . . . . . . 

' 
. . . . . 

a) Salaries, etc. . . . . . . . . . . . 
(b) Other working expenses . . . . . . 
(c) Taxes, etc .•..•... . . . . . . 

3· Reserved for Pension Funds, etc. . . . . . . . I 4· Written off on (Depreciation Accounts for) • . . 
(a) Premises, etc.. . . . . • . . . . . 
(b) Investments and securities. . . . . 
(c) Other assets . . . . . . . . . . . 

l 

5· Remaining Net Profit or Loss . . . 316.4 320.7 -266.7 216.9 217.7 
6. Carried forward from preceding year. . . 51.6 61.1 69.2 69·9 66.3 
7· Taken from Reserves or Capital ••• . . . . - - 494·7 - -
8. Total Amount disposed of for Dividends, etc .. . 368.0 381.8 297.2 286.8 284.0 

9· Carried to Reserves • . . . . . . . . . 22.I 21.8 13.8 9·4 4·7 10. Dividends • . • . . . . . . . . 271.6 277-5 206.0 204.8 203-7 
II. Directors' Fees, etc .. . . . . . . 13.2 13-3 7-5 6.3 5·9 12. Carried forward to following year . . . . . 61.1 69.2 69·9 66.3 69·7 

13. Total as above • ' 368.0 ' . . . . . . . . . . . . 381.8 297.2 286.8 284.0 

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

accounts and carried to group 8 of the Summary 
Table. 

The other loans and advances (7b) consist 
of guaranteed advances (avances sur garanties) and 
con tangos (reports). 

8. Cov" for Acceptances (see preceding note). 

II and 21. Total Assets and Liabilities. 

The 1931 figures given in Summary Tables 8{a)I 
and 8( a)lll do not include reported losses of the 
Banque nationale de Credit, equal in amount 
(507 million francs) to the bank's total capital, 
reserves and profit balance, which are likewise 
excluded from items 12, 13 and 14. 

. . 0.203 0.203 0.203 I 0.203 0.203 

15. Drafts and Cheques in Circulation. 

These items are not shown separately in the 
balance-sheets of the deposit banks. The figures 
shown in the Summary Table of the jnvestment 
banks (and in the combined summary table) 
represent " bills and cheques payable ". 

17. Deposits. 

Current and cheque accounts (r7a) also include 
correspondent accounts. The sums given under 
" other deposits " (r7d) represent " accounts 
payable after collection ", etc., where shown 
separately. 
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Tnblo 8 (b) 11. 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRffiUTION OF PROFITS 

ACCOUNTS 

Number of Banks. . • . • . . . . . . . • • • • 

Capital paid up. . • . . • . • . • . • • • . • . 
Reserves and Undivided Profits . • • . • . 

I. Gross Profits . . • 

To be deduckd: 
2. Expenses • • • • . . . . . . . • . • 

(a) Salaries, etc. • . • • . • . . . • ~ 
(b) 0 ther working expenses • . • . . . • • I 
(c) Taxes, etc . . • • • • • • . . . • • 

3- Reserved for Pension Funds, etc. . • . . . . . 
4·. Written off on (Depreciation Accounts for) ... 

(a) Premises, etc. • . . . . • • . . • • 
(b) Investments and securities. . 
(c) Other assets • • • . • . . 

5- Remaining Net Profit or Loss 
6. Carried forward from preceding year. 
7· Taken from Reserves or Capital. • . . . ..• 

8. Total Amount disposed of for Dividends, etc. • • 

9· Carried to Reserves • . , • • . • • • . . . . 
IO. Dividends. . . • . • . . . . • • • . . . • 
u. Directors' Fees, etc. . . . . . • • . . • . 
I2. Carried forward to following year . • . 

13. Total as above • • . • . . . • ·• • • • • . • 

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

1929 

3 

246.0 

117.0 

92-2 

24.8 
2.6 

10.5 

115.9 
44-1 

160.0 

8.I 
g6.o 
6.8 

49.1 

160.0 

0.203 

• Profit-and-los.• account for CrMit Mohilier Franl"'i• not available. 

:FOR THE YEARS : 

1930 1931 1932 

3 2 

Francs (ooo,ooo'a omitted) 

6oo . 6oo 
477 • 437 

251.2 

125.0 

94·4 

28.6 

4·8 
II.3 

110.1 
49.1 

159.2 

8.3 
95-0 
6.3 

49·6 

159.2 

0.203 0.203 

146.6 

102.1 

85.2 

16.9 

-4·9 
8.1 

31.5 
18.5 

50.0 

1.6 
30.0 

50.0 

0.203 

Summary of Profit-and-Lo88 Auounts. 

1933 

2 

6oo 
437 

ll8.8 

9.\-9 
78.9 

15.0 

4·3 
141-5 

-110.9 
18.4 

ll8.6 

36.1 
1---1 

o.B 
30.0 

5-J 

36.1 

0.203 

No profit-and-loss accounts were published for 
the Banque nationale pour le Commerce et l'Indus
trie until the end of 1933· Summary Table B(b)l 
therefore covers only five deposit banks for 1932. 
Most of the deposit banks show their net profits 
only after deduction of working expenses, deprecia
tion, provision for doubtful claims, allocatiors to 
staff funds, and sometimes even directors' fees. 
This policy obviously allows the directors to make 
whatever statement of net prt.fits they wish and 
facilitates the setting a~ide of hidden reserves. 

The investment banks publish more or less 
detailed profit-arod-loss accounts. No statement 
was published relating to the Crl'dit Mobilier Fran
~is in 1931. Fi~;ures are acct~rdingly not given 
in Summary Table B(b)JI for that year. 

I and 2. Gross Profits and Expenditure. 
The figures for salaries and other workin~; 

expenditure shown in the table of investment 
banks include a large proportion of the fees and 
remunerations of directors. 
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t'RA~C.E. PRINCIPAL COMMERCIAL BANKS . 'l'ahle 8 (b) Ill. 

SUMMARY OF PROFIT-AND-LOSS ACC~UNTS 
AND DISTRIBUTION OF PROFIT=> 

ACCOUNTS FOR THE YEARS · 

1929 1930 1931 1932 1933 

Number of Banks. 9 9 9 7 8 . . . . . . . . . . . 
Francs (ooo,ooo's omitted) 

Capital paid up. . . . . . . . . . . . . . 2,244 2,301 2,302 2,ogo 2,091 

Reserves and Undivided Profits . . . . . . 2,414 2,576 2,592 2,406 2,409 

I. Gross Profits. . . . . . . . . 
To be deducted: 

2. Expense!! . . . . . ·--- -~ . . . . - . . . . . . . - . . --
(a) Salaries, etc. . . . . . 
(b) Other working expenses . . . . 
(c) Taxes, etc. . . . • . . . . . . . 

3· Reserved for Pension Funds, etc. . . . . . . . 
4· Written off on (Depreciation Accounts for) . . . 

I . 

(a) Premises, etc.. • • . . . . . . . . . . 
(b) Investments and securities • . . . 
(c) Other assets . . . . . . . 

5· Remaining Net Profit or Loss . ,. . . . -I 432.3 430.8 -259.8 248.4 106.8 
6. Carried forward from preceding year . . . . 95·7 110.2 114.8 88.4 84·7 
7· Taken from Reserves or Capital. . . . . . . - - 562.9 - 128.6 

8. Total Amount disposed of for Dividends, etc. . 528.0 541.0 417.9 336.8 320.1 
---

g. Carried to Reserves. . . . . . . . . . . . 30.2 30.1 8o.o 11.0 5-5 
10. Dividends • . . . . . . . . . . . . 367.6 372-5 242.0 234·8 233·7 
u. Directors' Fees, etc .• . . . . . . 20.0 19.6 7·5 6.3 5-9 
12. Carried forward to following year. . . . . 110.2 118.8 88.4 84·7 75-0 

13. Total as above . . . . . . . . . 528.0 541.0 "417.9 336.8 320.1 
----

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

3· Reserved for PensiotJ Funds, etc. 

The sums given in the investment bank table 
refer solely to the Banque de Paris et des Pays-Bas. 

4· Deprecit.Jiion. 
Including sums used in or resrrved for building 

and construction purposes. 

5· Na Pro{il or Loss. 

The figures in Tables B(b )I and III for 1931 are 
chiefly affected by inclusion of the net disclosed . 
loss of the Banque nationale de Credit, amounting 
to 500 million francs. This loss was covered out 
of capital, reserves and Wldivided profits, which 
are included in the figurc.>s given at the top of those 
tables for 1931. 

0.203 0.203 0.203 o:2o3 0.203 

The capital and reserves (114 million francs) of 
the Credit Mobilier Franc;ais are also included in 
the figures shown at the tcp of B(b) III in 1931, 
although no profit-and-loss accounts of the bank 
were published for that year. 

10. Dividends. 
The banks do not follow a common practice 

with regard to the dividend tax ; some include it 
in their dividend figures, while others do not. 

II. Directqrs' Fees, elc. 

The sums shown in this group of the Summary 
Tables include a small sum representing dividends 
or " Founders' shares ". Some banks do not 
disclose directors' fees, but include them wholly 
or in part in the expenses which they deduct 
before showing profits. 
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lulroductory Note. 

The development of commercial banking in 
Germany during 1933 and 1934 may be judged on 
the basis of the following table, which shows the 
principal accounts of the five big Berlin banks 1 : 

RM. (ooo,ooo's) 

ASSETS. 

1. Cash and balances with 
Reichsbank, etc. . • • • 

2. Bill portfolio : 
(a) Treasury bills • • • 
( b J Commercial bills • • • 

3· Sight claims on other banks. 
4· Securities : 

(a) Goventment. 
(b) Other •••• 

5· Participations : 
(a) Syndicate. • •• 
(b) Bank. • • • • 

6. Loans on current account : 
(a) To banks • • • • , • 
(b) Other .••••••• 

7· Other loans and advances : 
(a) Reimbursement ere· 

dits, etc.. . . . 
(b) Contangos and lorn· 

bards • • • • • • 

LIABILITIES. 

8. Capital and reserves • • 
9· Deposits, etc. • • • • • • • 

10. _, Loro •• correspondents . .. 
n. Due to Gennan credit insti-

tutions • • • • • • 
12. Acceptances. • • 
13. Rediscounts, etc ..... 
14. Guarantees • • . • 
1 5· Total balance-sheet • 

Dec. 
IQJ2 

Dec. june 
1911 1934 

1--1--

254 

497 
1,221 

249 

169 
145 

J2 

1,286 
769 
843 
448 

8,803 

254 

548 
1,200 

189 

386 
135 

171 
121 

1,289 
765 
914 
395 

7.917 

210 

459 
1,370 

147 

401 
268 

175 
104 

221 

1,133 
732 
817 
392 

7-795 

In the course of 1933, the total balance-sheet of 
the big Berlin banks fell by nearly RM. 900 million, 
or 10 per cent. This decline is chiefly due to the 
repayment of foreign credits under standstill 
agreement and to the reduced Reichsmark value 
of dollar and pound deposits consequent upon the 
fall in the gold value of those currencies in the 
course of the year. The item "loro" correspon
dents in the above table - which consists of 
credits taken by the banks on behalf of third parties 
and has its counterpart in reimbursement credits 
(item 7 (a)) under assets- fell by RM. 450 million 
during 1933 1, while deposits fell by over RM. 
350 million. It may be observed that, as men-

tioned in the la.~t edition of this volume 8, it has 
been officially estimated that, between February 
1933 and February 1934, standstill credits in 
Germany were reduced by RM. 1,250 million, of 
which 500 millions were stated to be due to 
conversion into registered marks used for long-term 
investments or to finance "additional exports", etc., 
and 475 millions were stated to be due to the 
depreciation of foreign currencies. In the light of 
these figures, it is improbable that a contraction 
in domestic deposits took place during 1933. 

On the assets side of the big Berlin banks' 
balance-sheets, the principal change - apart from 
the reduction of RM. 380 million in reimbursement 
credits referred to in the preceding paragraph -
is a fall of RM. 270 million in " other " loans on 
current account (itt>m 6 (b)). This latter item is 
net of cover for acceptances drawn by clients. The 
decline in this item, which represents the bulk of 
the banks' industrial credits, would appear to be 
due to a variety of factors. Part is evidently due 
to the amortisation of bad assets. Part is no doubt 
due to the repayment of credits made possible by 
the issue of Treasury certificates and other forms 
of paper to finance the Government's work-creation 
programme. All of the big Berlin banks lay str~ss 
in their annual reports for 1933 on the co-operation 
which they ba ve offered in the granting of credits 
to ensure the success of this programme. Thus, 
the Deutsche Bank states that, during 1933, it 
granted new credits to the amount of RM. 707 mil
lion -Of 35 per cent of its current-account credits 
.outstanding at the beginning of the year - and 
refused applications for credits only to the amount 
of RM. 35 million. The Dresdner Bank reports 
that new credits granted during 1933 amounted to 
RM. 742 million, of which RM. 256 million were 
destined directly for Arbeitsbeschalfungsmassnuhmen. 
The Commerz- und Privat-Bank granted new credits 
of RM. 284 million. All these banks emphasise the 
fact that most of the new credits granted were of 
relatively small amounts ; in the case of the 
Deutsche Bank, II3,000 of the n8,ooo new credits 
were for amounts less than RM. 20,001 (these 
accounted for RM. 235 million of the RM. 707 mil
lion) ; for the Dresdner Bank, 7;1oo of the 9.370 
new credits fell within this group ; and for the 
Commerz- und Privat-Bank, 12,ooo of the 13,500 
new credits. It may be observed that, of the total 

• 
1 The banks included (GI'ossban/,.,) are the Deutsche Bank und Disconto-Gesellsch2ft, Dre.<dner Bank, Comm.,rz

und Privat-Bank, Reichs-Kredit-Gesellschaft and Berlin"r Handels-Gesellschaft. 
1 At the end of 1930, this item amounted to about RM. 2,000 million for the big Berlin banks. 
• Commercial BanAs, I93S·I9JJ, page 20. 



GERMANY 

current-account credits of the big Berlin banks 
outstanding at the end of 1933 (including loans to 
banks, etc.), IS per cent were covered by securities 
quoted on the stock exchange, 61 per cent by other 
collateral, and 24 per cent were uncovered. 

A further reason which may explain the con
traction in current-account credits shown by the 
big Berlin banks in the face of this extensive 
granting of new credits (amounting in the course 
of 1933 to RM. 1,7so million for the three banks 
mentioned, or over 4S per cent of their aggregate 
current account credits outstanding at the begin
ning of the year) is the conversion of certain 
credits formerly granted on current account into 
commercial bills, and their consequent classification 
underitem 2 (b). It will be observed that this item 
remained practically stationary during 1933, or, if 

. the gross portfolio - i.e., including rediscounts -
be considered, even showed a net increase of 
RM. 6S million. Finally, the decline in current
account creditors is no doubt due in part to the 
consolidation of a, large part of the floating debt of 
the municipalities during 1933 ; credit extended in 
this way by the banks and formerly included in 
their current account advances was now shown as 
securities. The decline in security holdings is, in 
tum, largely to be attributed to a writing-down in 
book values. 

The only asset item of the big Berlin banks to 
show an increase during 1933 was their holding 
of Treasury bills, which rose by RM. so million. 
This increase is to be attributed to the banks' 
participation in the Government's public works 
programme, and may be conveniently considered 
in connection with the subsequent discussion of 
the banking repercussions of this programme. The 
fall in Government securities (item 4 (a)) is entirely 
due to the repayment by the Dresdner Bank 
of RM. 100 million of the RM. 400 million of 
Government bonds granted it by the State in 
connection with its capital reconstruction in 1932' ; 
Government securities held by all other banks rose 
during 1933. 

Reference has already been made to the fact that 
the net bill portfolio of the big Berlin banks, 
exclusive of Treasury bills, showed but little 
movement in 1933. The figures shown in the above 
table include holdings of Arbeitsbeschaflungswechsel, 
but, unfortunately, separate figures are not 
available. It is known that the banks bought 
considerable quantities of this paper, but it would 
appear that a large proportion of their purchases 
were subsequent!~ rediscounted at the Reichsbank, 
or that the funds for their purchase were acquired 
by the banks through the rediscount of their own 
a_ccep_tances. During the year 1932, the big banks' 
hab1bty on account of own acceptances outstanding 
was reduced by nearly 10 per cent ; in 1933, it 

remained practically unchanged. Moreover, th~ir 
rediscounts which had fallen by nearly RM. 6oonul
lion, or 40 PeT cent, in 1932, rose by RM. 70 million 
in I933· . 

Some important participations held by the b1g 
Berlin banks were terminated during 1933· Among 
these mention may be made of the participation 
of the Berliner Handels-Gesellschaft in t~e 
Niederiisterreichische Escomptegesellschaft and of 
the Deutsche Bank in the Banque Ephrussi and Co., 
in Vienna ; the Deutsche Bank, however, retained 
its participation in the Wiener Bank Verein •, as 
did the Dresdner Bank in the llferkur Bank in 
Vienna. Certain current-account industrial credits 
were converted into participations in the course of 
the year. 

In accordance with the Reichsbank's request for 
a reduction of the banking structure, the Dresdner 
Bank, Deutsche Bank and Commerz- und Privat
Bank closed, by joint agreement, twenty-one branch. 
establishments during 1933. In spite of this 
reduction, and of the fall in total volume of business 
transacted by the banks, they all enlarged their 
personnel in the course of that year. The Deutsche 
Bank, for example, reports that, in its efforts to 
combat unemployment, it engaged 1,000 persons 
during 1933 ; over 400 former collaborators were 
pensioned off and 200 resigned. In the case of the 
Dresdner Bank, 313 old employed left the service 
and 436 new ones were engaged. 

The only important change in the capital 
structure of the big banks in 1933 was the reduction 
from RM.144 to RM. 130 million in the capital stock 
of the Deutsche Bank. This was accomplished by 
the sale to the State of the old Darmstadter und 
Nationalbank building for a certain amount 
of Treasury bills plus RM. 14 million of shares 
in the Deutsche Bank previously held by the 
Golddiskontbank, thus reducing the participation of 
the latter in the Deutsche Bank to RM. 36 million. 
The building had previously been carried at nominal 
value and the sum mentiont:d was used by the 
Deutsche Bank to constitute inner reserves. 

Certain of the German banks were active during 
1933 in repurchasing their own dollar bonds. 

· Thus, the Deutsche Bank bought $2 million of its 
bonds in the course of the year, leaving $8.s million 
of the original issue of $25 million still outstanding, 
and the Commerz- und Privat-Bank bought $8 mil
lion of its bonds, leaving $12 million still in 
circulation. 

During the first half of 1934, the deposits of 
the big Berlin banks rose slightly, but " !oro " 
correspondents and amounts due to German credit 
institutions fell. Reimbursement credits continued 
to decline, though at a much slower rate than 
during 1933· Loans on current account were also 
lower, but the net commercial bill portfolio held 

I See c.,_,.,;a/ Banks, 1925-1933. page 117· 
1 See chapter on Austria for details regarding the amalgamation of this bank with the Austrian Creditanstalt in Jllay 

1934-
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by the banks rose by RM. 170 million. It would 
appear that this increase was entirely due to 
purchases of Arbeitsbeschaffungsu·e• hsel. Securities 
other than Government also increased considerably; 
Government securities were slightly higher, while 
Treasury bills were reduced by RM. 90 million. 

Some special reference must now be made to the 
effects of the Government's work-creation policy of 
1933 and 1934 on the German banking structure. 
This policy involved, notably, the financing of an 
extensive programme of public works thxough the 
issue of Arbeitsbeschaffungswechsel and the attempt 
to stimulate private business through the issue of 
Steuergutscheine. The Arbeitsbeschaffungswechsel 
are bills drawn by entrepreneurs on Lander and 
municipalities to pay for the cost of public works 
undertaken according to an agreed programme. 
They are presented for acceptance to the Deutsche 
Gesellschaft f r iiffentliche Arbeiten, the Bau- und 
Bodenbank, the Rentenbank-Kreditanstalt, the 
Siedlungsbank, the Verkehrskreditbank or the 
Reichsbahn-Beschaffungs-G.m.b.H., and may then 
be discounted at the credit or savings banks or 
sold to the money market. As these bills are 
rediscountable at the Reichsbank, they are regarded 
by the banks as a liquid asset ; they are, moreover, 
guaranteed by the Reich. Their original currency 
is three months, but they may be extended up to 
fifty-four. months. Exact data regarding the 
amount of such bills issued and outstanding are not 
readily available, but, at the end of 1933, it has 
been estimated that RM. 1,200 million were 
outstanding, and by the first quarter of 1934 this 
total is said to have risen to RM. 2,000 million 1• 

The Steuergutscheine are Advance Tax Certificates 
issued gratis by the State in return for the prompt 
payment of certain taxes. They bear interest at 

4 per cent. They are negotiable on the Stock 
Exchange and may be used as collateral for bank 
advances, or for advance payment of taxes. From 
official sources it appears that the circulation of 
these tax vouchers amounted to RM. 1,215 million 
at the end of 1933 and RM. 1,363 million at the 
end of March 1934· These figures do not include 
RM. 6oo million deposited with the Reichsbank as 
security for Arbeitsbeschaffungswechsel discounted 
by it. 

In addition to these two forn1s of paper, mention 
might also be made of the Zinsvergutungscheine and 
the Bedarfsdeckungscheine issued by the State for 
various purposes: as the Arbeitsbtschaffungsu•echsel 
andSteuergutscheine constitute, however, the bulk of 
the new paper put into circulation during the past 
two years, attention will be concentrated in the 
following paragraphs upon their effects on the 
banking situation. 

It has already been observed that the gross bill 
portfolio of the big Berlin banks, excluding Treasury 
bills, rose during 1933 and the first half of 1934. 
Although no separate figures of these banks' 
holdings of Arbeitsbeschaffungswechsel are available, 
it is likely that the increase in their portfolio, 
particularly durin~; 1934, was entirely due to these 
bills and that their discounts of genuine commercial 
bills were lower. It would appear, however, that 
at least half of the credit created thxough the 
Arbeitsbeschaffungswechsel originated directly in the 
Reichsbank. Part of it flowed to the private banks 
and was used to liquidate old current ·account 
advances. The bulk, however, flowed to the 
savings banks and Girozentralen and was used to 
increase their liquidity. The principal accounts 
of the savings banks and Girozentralen and 
Landesbanken are shown in the following statement: 

Savings Bank> Staats· and Landesbanken 
and Girozentralen 

RM. (ooo,ooo's) 
De<ember 

19.11 

1. Cash and bank balances . . . . . 1,166 
:a. Bill ~olio : 

(a) Treasury bills. . . 55• 
{b) Other bills • . . . . . . . 95 

3- Loans and advances : 
(a) Current account. . . . . 2,196b 
{b) Long term • . . . . 5.472° 

4· Securities. • . . . . . . . . . 3.•3oll 
5· Deposits. • . • • . • • • • • . . 10,978 
6. Rediscount and other bobowings • 910 
7· Total balance·sheet • . . . . . . 13,885 

• Including bills of municipalities. 
b Including short·term loans to municipalities. 

Deposits in the German savings banks-including 
the small amount of transfer accounts as well as 
savings deposits- rose by over RM. I milliard in 
the course of 1933 and by nearly as much again in 

De<ember June November November June 
1933 1934 1932 1933 1934 

1,682 1,840 29 30 39 

89• x6o• 431 570 855 
104 121 441 712 825 

2,102b 1,987b 2,655 2,466 1,549 
5,555• 5,914• 3.910 J,789 3.852 
3.3444 3.7744 350 295 1,037 

12,055 13,024 3.908 4.744 5.148 
488 383 2,171 1,xso 1,07J 

14,528 14,218 8.s65 9.239 9.577 

o Mortgage loans. 
4 Including bonds of municipalities. 

the first half of 1934· During 1933, the whole of 
this increase, and the increase, as well, in their own 
funds was used by the banks to improve their 
liquidity. This is particularly reflected in the rise 

l E. WJLDEIUIOTH, in Deulscller Volkswirl. June 15th, 1934-
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of RM. 500 million in their holdings of cash and 
balances with the Girozentrakn and other banks, 
and in the decline of over RM. 400 million in their 
rediscounts and other borrowings. As the whole of 
the increase in savings-bank deposits may be 
attributed to the public works expenditure, it may 
be stated that a secondary repercussion of the 
financing of these expenditures through the method 
of ArbeitsbeschaftungS11Jechsel described above was 
to increase the liquidity of the savings banks. 

The ircrease in the liquidity of the savings banks 
has its counterpart in a rise in the deposit liabilities 
of the public banks and a reduction in their 
rediscounts and other borrowings. It will be 
observed that the public banks' holdings of 
Treasury bills and other bills rose very sharply 
during 1933 and 1934· The rise in Treasury bills 
is evidently due chiefly to purchases of Steuer
gutscheine, while the rise in " other " bills must 
- in the absence of any increase in the volume of 
commercial paper outstanding - be attributed 
chiefly to discounts of public-work bills. 

The ordinary. commercial operations of the 
savings banks and the public banks shc.w but 
little variation in 1933. The sharp fall in the 
current account advances of the public banks and 
the concomitant rise in their security holdings 
during the first half of 1934 are to be attributed to 
the conversion operations effected by the German 
municipalities ; floating indebtedness was converted 
into long-term issues 1, which are included in the 
above statement under securities. Part of the 
increase in this last item during 1934 is also due to 
Stcuergutscheine of long maturity, which are 
entered under " securities " in the banks' balance
sheets. In the first half of 1934, the savings banks 
increased considerably their long-term mortgage 
loans and their holdings of securities other than 
municipal bonds ; they also bought Treasury bills. 
The decline in their current-account loans and 
advances was entirely due to short-term communal 
credits ; " Debitoren " rose slightly. 

It is not possible to tell exactly what amounts of 
Arbeitsbeschaflungswechsel and Steuerglllscheine are 
held by the Reichsbank. In the course of 1933, 
the domestic bill portfolio of the Reichsbank rose 
by RM. 26o million. As shown above, however, 
the public banks greatly reduced their rediscount 
liabilities in the course of that year, and must have 
withdrawn commercial bills from the Reichsbank 
in doing so. The Reichsbank's holdings of public 
works bills at the end of 1933 must therefore have 
been considerably in excess of RM. 26o million. 

According to the annual report of the Reichsbank 
for 1933, the bank held less_ than RM. 500 million 
of such bills, or about one-third of the total amount 
in circulation at the end of 1933 : the other two
thirds are stated to be held by banks. On the 
other hand, the Statistisches Reichsamt states • that 
the greater part of the Arbeitsbeschaftunffswechsel 
issued during 1933 were taken up by the Re1chsbank 
and estimates the amount of such paper held by it 
at RM. 1,200 million towards the middle of 1934 •. 
This last figure may be compared with an estimated• 
circulation of public works bills of RM. 2.2 2.4 mil
liard at the same date. 

In addition to Arbeitsbeschalfungswechsel, the 
Reichsbank also holds considerable quantities of 
Steuergutscheine. These appear to have been 
acquired chiefly through open-market operations 
carried out in virtue of the Law of October 27th, 
1933, authorising the Reichsbank to include certain 
types of Government paper in the legal cover held 
against the note circulation. At the end of 1933, 
the amount of deckungsfahige W ertpapiere held 
by the Reichsbank was RM. 259 million. As 
RM. 200 million of Steuergutscheine were taken 
over from a banking syndicate in the middle of 
November, this account must consist almost 
entirely of tax vouchers. By June 1934, the 
Reichsbank held over RM. 350 million of 
deckungsfiihige Wertpapiere; it is clear, then, that 
the Reichsbank gave important indiiect as well as 
direct assistance to work-creating schemes. 

A further secondary consequence of the work
creation policy characteristic of 1933 and 1934 was 
a reduction in the German export surplus. This 
was in part directly due to the purchase abroad of 
certain materials used in the various public-work 
schemes : in part it was indirectly due to the fact 
that the expenditure of large sums for the purposes 
outlined tended to raise prices in Germany : between 
February 1933 and September 1934, the wholesale
price index increased by over 10 per cent, while it 
fell in most other countries adhering to the gold 
standard •. The result of these and other factors 
was that the German export surplus, amounting 
to over RM. I milliard in 1932, dropped to 
RM. 667 million in 1933, and gave way to an 
import surplus of RM. 268 million in the first nine 
months of 1934. 

In view of the foregoing, comparatively little 
progress was made during 1933 towards the restora
tion of greater fluidity in the German money 
market. Such liquid resources as came forward 
in the course of that year were almost completely 

1 The total Issue of 4 fer cent bonds of Gennan municipalities increased from RM. 234 million at the cull of 1933 
to RM. 1,642 m1lhon at the end of April 1934· 

1 See Wirlscltafl voul Stlllislill, Nr. 12, 1934. page 366. 
1 ~ring the first half of 1934, the total biU portfolio of the Reichsbank rose by a further RM. 150 miUion. 
• See Re!chs-Kr«ht-Gesellschaft: " Germany's Economic Development during the First Half of the Year 1934 " 

page 54· • 
'See League of Nations, W<Wid Producli011 and Prices, I92S-I9JJ, pages 90 and 91. 
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absorbed by the banks in building up cash 
reserves, reducing rediscount indebtedness and 
buying tax vouchers and, to a more limited extent, 
public works . bills. These bills bear interest at 
4-4% per cent, they are guaranteed by the Reich 
and rediscountable at the Reichsbank and are, 
consequently, a good short-term investment. The 
following table shows the development of German 
money rates during the past few years. 

Rf"ichs-
Monthly hank Call 

Thirty Bank· 
aver"dlit:e redis. 

rooney 
day 

bills 
t"OUnt monf'y 
rate 

•• % % % ,. 
December 1929 • 7 8.•7 9-35 6.98 
December 1930 • 5 5.66 1·36 4·83 
December 1931 • 7 8-45 9-59 1·3• 
December 1932 • 4 5-04 5-79 3.88 
December 1933 • 4 5.14 5-69 J.88 
June 1934 • . . 4 4-Sii s.oo J.76 

Unlike the development in other countries, rates 
during 1933 showed no tendency to fall, but 
remained at a relatively high level. During the 
first half of 1934, however, there are signs of an 
easing of the money-market position and reduction 
in rates. It would seem that this is largely 
to be explained by the cessation of issues of 
Steuergutscheine and the reduction in the volume 
outstanding through their use in the payment of 
taxes. (The amount outstanding is officially 
estimated to have been reduced from RM. 1,363 mil
lion at the end of March to RM. 1,215 million at the 
end of May.) The fresh funds flowin~; to the banks 
were consequently employed to an increasing extent 
in the private discount market, and the banks, as 
shown above, discounted themselves increasing 
quantities of Arbeitsbeschaflungswechsel. 

Some particular reference should be made to the 
recent activities of three banks whose special part 
during the German credit crisis was related in the 
last edition of this volume. The name of the 
Akzept- und Garantie-Bank, which was established 
during the banking crisis of 1931 in order to provide 
the necessary third signature to enable private and 
particularly savings banks to borrow at the 
Reichsbank, was shortened to Akzeptbank in 1933. 
In 1932, the Akzeptbank made certain direct 
advances to industries in conjunction with other 
banks, and it also granted rediscount and lombard 
credits to private bankers. It took part x, along 
with the Deutsche Golddiskontbank, the Bank 
fUr Deutsche Industrieobligationen and certain 
directors of the Reichsbank, in the foundation of 
the Deutsche Finanzierungs-Institut A.G. (Finag) 
at the end of 1932. In 1933, the business of the 
Akzeptbank was considerably reduced, as the 

1 See Commerci.l Banks, I92S-I933. page 101. 

improved liquidity of the savings banks resulted 
in the retirement of a large part of their acceptances 
drawn on this institution. The contingent liability 
of the Akzeptbank on account of acceptances, which 
had reached its highest level of RM. 1.6 milliard at 
the end of 1931, was reduced to RM. 975 million 
by the middle of 1933 and R...\1. 500 million by the 
middle of 1934. The Dresdner Bank, whose 
liability to the Akzeptbank at one time amounted 
to RM. 400 million, is still in debt to that institution 
to the extent of RM. 150 million. During 1933, 
the Akzeptbank ceased to grant credits directly to 
industry and private banks and it is understood 
that the bank is arranging for the liquidation or 
transfer to other institutions of such credits as still 
remain outstanding. 

The Bank fiir Deutsche Industrieobligationen 
(Industriebank) was founded in 1924, and during 
the first five years of its existence was chiefly· 
concerned with matters arising out of reparations. 
More recently, the bank has specialised in the 
provision of long-term credits to medium-sized 
industrial firms which show adequate profit-making 
capacity. At the end of March 1934, the bank's 
industrial credits outstanding amounted to 
RM. 102 million, representing an increase of nearly 
RM. 6o million in the previous twelve-month period. 
The bank has also made important advances in 
connection with the agricultural relief measures in 
Eastern Prussia. 

The part played by the Golddiskontbank in 
connection with the credit crisis of 1931 and the 
Sl!bsequent banking reorganisation was outlined in 
the previous edition, During 1933, its activities 
were largely the normal ones of financing the 
export trade, and its statements reveal the extent 
to which the balance-sheets of all credit institutions 
must have tended to contract as a result of this 
particular factor. The direct export credits of the 
Golddiskontbank outstanding fell from RM. 212 to 
RM. 126 million in the course of 1933, while its 
holdings of bills of exchange fell from RM. 268 to 
RM. 195 million. 

• •• 
In the previous edition of this volume, the various 

arrangements made with regard to the repayment 
of German short-term credits from the first 
standstill agreement of September 1931 to the 
agreement of February 1934 (expiring in February 
1935) were outlined. The information there given 
may be supplemented by a brief account of the 
arrangements entered into and action taken with 
regard to long-term debt. It may be recalled that 
the long-term creditors were, in general, receiving 
full service on their }endings until the middle of 
1933. At that time, the General Council of the 
Reichsbank, having regard to the depletion of 
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gold and foreign currency reserves (which was 
accentuated by the repayment before the due date 
of S7o million to the Bank for International 
Settlements), issued an order limiting the transfer 
to foreign creditors. In the second half of 1933, 
the whole of the interest and sinking fund on the 
Dawes Loan was transferred, interest but not 
sinking fund on the Young Loan, and half interest 
and no sinking fund on other long-term loans of all 
categories. The other half of interest on " other " 
loans was paid in scrip - i.e., claims on the newly 
established Konversionskasse - which could be 
sold for the lender's currency at an indeterminate 
rate of discount. In fact, the discount was so per 
cent, so, during this period, the lender obtained 
75 per cent of interest due in his own currency. 

At the end of 1933, the Reichsbank announced 
that, during the first half of 1934, it proposed to 
maintain the existing arrangements for the Da"es 
and Young Loans, but that, with regard to the 
other loans, it proposed to pay in " cash " - i.e., 
foreign currency - only 30 per cent of interest 
due, and the remainder in scrip. This meant a 
total payment in foreign currency of 65 per cent 
of the interest due. The Swiss and Dutch creditors 
claimed special treatment in view of the large 
surplus of German exports to these countries, 
and the Reichsbank thereupon convoked the 
representatives of all middle- and long-term 
creditors to a special meeting in Berlin. 

At this meeting, which was held late in January 
1934, the Reichsbank agreed to convert the scrip 
paid into the accounts of " other " bondholders at 
the Konversionskasse at the rate of 67 instead of 
50 per cent, with the result that some 77 per cent 
of interest due was to be transferred. Further 
discussions were held in April, the foreign creditors 
first meeting at Basle and then, with representatives 
of the Reichsbank and Treasury, in Berlin. With 
regard to holders of bonds other than the Young 
and Dawes Loans, the Reichsbank made the 
following offer to cover the second half of 1934 : 
coupons due for payment might either be held by 
the bondholder pending a future settlement, or 
exchanged for 3 per cent German State bonds 
expressed in the currency of the original bond, the 
interest on these bonds to be transferred at some 
indeterminate future date ; or exchanged against 
an undertaking on the part of the Reichsbank to 
transfer, in six months' time, some 40 per cent of 
interest due, provided the Reichsbank was in a 
position to make such transfer, the remainder to be 
paid in " scrip ". The Reichsbank intimated its 
intention to treat holders of Dawes and Young 
Loans in the same way, and the British and 
French Governments intervened to demand special 
treatment for the holders of these bonds. Finally, 
the British, French and Swedish representatives 
agreed to accept the Reichsbank offer in so far as 
it affected" other "bondholders, and the American, 
Swiss and Dutch representatives rejected the offer. 

On June 14th, the l{eichsbank announced a 
complete transfer moratorium on all external-debt 
service including that of the Dawes and Young 
Loans 'for the s£cond half of 1934· The British 
Gove~ment thereupon announced its intention of 
imposing exchange clearing to ensure that the 
service of these debts would be mt t out of the 
sterling proceeds of German exports to the United 
Kingdom. Early in July, an arrangement ~as 
reached whereby the Reichsbank undertook, dunng 
the second half of 1934, to transfer the interest on 
the Dawes and Young Loans, and at the beginning 
of August the two countries entered into a clearing 
agreement by which the Bank of EI_Jgland wa~ to 
open a special account at the Re1chsbank mto 
which German importers were to pay Reichsmarks 
(Sondermarks), which the Bank of England would 
attempt to sell to Bdtish importers. Clearing or 
transfer agreements were also arranged between 
Germany, on the one hand, and France, Switzerland 
and Sweden on the other, providing for full service 
of the loans in question, and, under certain 
conditions, for some service of other debts. 

The Anglo-German Exchange Agreement broke 
down as a result of accumulation of large balances 
of unsold Sondermarks in the account of the Bank 
of England. A new agreement was signed on 
November Ist, 1934· Under it, Germany agreed 
to set aside 55 per cent of the value of her exports 
to the United Kingdom for payme11t of British 
exports fo Germany. Interest payments on the 
Dawes and Young Loans are to be continued after 
the end of 1934, and the 40 per cent cash offer on 
" other " bonds made in May 1934 (see above) 
was repeated. On November 4th, however, the 
Reichsbank announced the withdrawal of this 
cash offer, which had been conditional upon ·the 
availability of the necessary devisen. 

• • • 

Late in November 1934, the report of the 
Commission set up in September 1933 to enquire 
into the German banking position was published. 
The report does not recommend any radical changes 
in the structure of the German credit system ; its 
chief proposals relate to the control and supervision 
of existing institutions. The report begins with an 
analysis of the defects of the German credit system 
which led to the crisis of 1931. Particular stress 
is laid upon the taking up of excessive foreign short
term credits on the part of German banks, the 
granting of too large credits to individual concerns, 
and the physical over-expansion of the credit 
system. The principal recommendations are the 
following : (1) Government should exercise 
supervision and control over all credit institutions • 
(2) the establishment of any credit institutio~ 
or branch thereof should be conditional upon 
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Government pemusston, which should be given 
only if certain material and personal conditions are 
fulfilled ; (3) adequate liquidity should be ensured 
through the fixing of both minimum ratios for the 
most liquid and maximum ratios for the least liquid 
assets ; the determination of what constitutes a 
liquid asset should take into account the capacity of 
the Reichsbank (through the Law of October 27th, 
1933) to buy certain securities in the open market ; 
(4) the money market should be sharply 
distinguished from the capital market ; ordinary 
banks which accept savings deposits should account 
them separately from other deposits and invest 
them only in a form which corresponds to their 
long-term character ; (5) the development of cheque 
payments should be controlled by the Reichsbank ; 
(6) the decentralisation of the credit system should 
be encouraged through the development of regional 
banks where these are viable and measures should 
be taken for the restoration of private banks ; the 
nationalisation of credit is rejected ; (7) the ratio 
of the banks' own funds to their outside liabilities 
should be raised, but deflationary results should 
be avoided in this connection ;. (8) credits should 

be granted in as broad a circle as possible and 
maximum limits should be fixed on the credit which 
may be granted to any individual finn, which 
should not be exceeded except upon the personal 
responsibility of the bank directors ; uncovered 
credits over a certain maximum limit should be 
granted only upon examination of the balance
sheet of the applicant ; (9) provision should be 
made for greater publicity regarding bank balance
sheets ; (to) a supervisory office to ensure the 
application of these provisions should be established 
under the chairmanship of the President of the 
Reichsbank. 

On December 4th, 1934, the Cabinet passed 
a law putting into force the Commission's 
recommendations. Commercial banks' cash reserves 
are to be built up, over a period of time, to 10 per 
cent of deposit liabilities. A further reserve of 
30 . per cent in short-term trading bills or 
discountable securities is to be held. Own capital 
resources must be at least 20 per cent of outside 
liabilities for the commercial banks. Investments 
in real estate and permanent participations are 
together limited to the amount of own capital. 

Balance-sheet Summary. 

As in the previous edition, three separate 
summary balance-sheets are given in the foregoing 
tables. Table 9 (a) I summarises (I) the statistics 
of the Statistisches J ahrbuch covering all the 
commercial banks of the country and· (2) the 
interim reports of the Kreditbanken (excluding the 
Deutsche Golddiskontbank), as published in the 
Reichsanzeiger. The former include the big Berlin 
banks, provincial banks having branches, other 
commercial banks and special banks for building,etc. 
The Kreditbanken covered appear to account for 
about 95 per cent of the total balance-sheet of all 
commercial banks in I93I. Table 9 (a) II 
summarises the annual balance-sheets of the big 
Berlin banks. · · 

For reasons of space, the following notes show 
the detailtd composition of the statistics only of 
the Kreditbanken and the big Berlin banks, and 
not of all the commercial banks, as shown in the 
first part of Table 9 (a) I. A comparison of the 
details given in the first edition of this volume 
will show, however, that the Kreditbanken are fully 
representative of all the banks. 

I and 2. Cash and Cash Assets. 

The detailed composition of tlus item is as 
follows : 

Krrdilb:~t~kell Bi« Bftclin bank• 

RM. (ooo.ooo's) No- No- No- No- No-
\"ember vember vember vember vember 19•9 193" 1931 1932 1913 
1929 193" 1911 1932 IQ]J 

Cash, foreign money and coupons . 13J 126 101 92 96 166 170 128 nr 119 
Balances with banks of issue . . 91 109 116 81 

~ 63 252 253 264 143 135 
Balances with clearing institutions. 34 28 20 14 25 
Not specified. • . . . . . . . . - - - - - I 8 8 8 - -

Total. . . . . 258 263 237 187 184 426 431 400 254 254 

• 
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ACCOUNTS 

" Official Statistics " Bilanziibersichten. 
Source: II Source : Reichsa.nzeiger 

(Statistisches Reichsamt) 

1929 

SUMMARY OF POSITION AT THE END OF: 

1930 1931 
Nov. 
1929 

Nov. 
1930 

Nov. Nov. Nov. 
1931 1932 1933 

------------------------------------l-----1-----l-----11----------l 
406 364 325 g6 77 70 71 :\umber of Banks . . . . . 

1-----l-----1-----11-----l-----l-----l-----l-----l 

AssETS. 

r. Ca~j G~ld: s.il;er. a~d s~ill-cdin~ : . : : : :I 
(b) Inland notes and balances with Central 

2. Other Ite!asn!f ~ cas'h N~t~re. : : : : : : : : 
3· Bills discounted and bought . 

RM. (ooo,ooo's omitted) 

Sib 237 

I 
3.363 2,847 1,678 1,865 1,970 

491 551 370 500 580 (a) Treasury bills. . . . . . 
(b) Commercial bills, Inland . 
(c) Commercial bills, Foreign 

. I 3 ·I .534 2,970 

4· Investments and Securities. . . 
(a) Government 
(b) Other ... 

5· Participations . . . . . . . . 
6. Due from Banks (Correspondents). 

(a) At home. 
(b) Abroad .. 

7· Loans and Advances 
(a) On current account 
(b) Other . . . 

8. Cover for Acceptances. 
9· Premises, etc. . . 

ro. Sundry Assets 
u. Total Assets . . 

LIABILITIES. 
12. Capital paid up. 
13. Reserve Funds . . 
14. Profit-and-Loss Accounts, Undivided Profits, etc. 
IS· Cheques and Drafts, etc., in circulation . 
I6. Due to Banks (Correspondents) . 

(a) At home. . . . 
(b) Abroad . 

17. Deposits . . . . 
(a) Current accounts and sight deposits. 
(b) Savings accounts . . . . . . . . . 
(c.) Time or fixed deposits . . . 
(d) Other deposits ..... 

18. Borrowings . . . . . . . . . 
19. Acceptances and Endorsements. 
~o. Sundry Liabilities. . . . . . . 
. .!I. Total Liabilities. . 
.zz. Guarantees, etc. (A vale und Burgschaften). 

3· Rediscounts. . . . . . . . . . . . . . . 
24. Value of currency in Swiss francs at the 

~nd of each year. . . . . . . . . . 

731 
23 

708 
38!) 

2,706 

II,OI4 
7.490 
3.524 

700 
389 
IIO 

20,853 

709 
29 

68o 
386 

2,416 

10,690 
7,323 
3.367 

940 
389 

So 
20,020 

x.oso 
382 
668 

3971 
I,4SO 

430 
29 

7,287 10,252 
5.383 6,442 
1,904 3,810 
1,288 624 

4II 
41 

370 

393 
I,7S3 

666 
342 
324 
431 
975 

10,413 8,041 6,762 5.847 
6,563 5,258 4,363 3,86o 
3,85o 2,783 2,399 1,987 

8o8 1,039 Bs9 85o 
296 290 302 326 

S5~~4~41---~S~51----4~0 
15,084 17,664 17,239 13,401 11,898 10,911 

390 292 
136 89 

1,408 1,422 1,124 
323 
3b 

982 
450 

g8o 
453 s51 568 

156 n8 

3,6oo 3,813 2,770 3,270 3,691 2,375 2,506 2,082 

524 
700 

83 ---
20,853 

1,000 
1,728 

1.23 

8,902 10,965 9,814 6,802 6,1S9 5,642 

443 449 1,159 I ,341 1,409 1,332 I ,361 
940 1,288 1 624 8o8 1,039 859 85o 
63

1
.....,..,,....1...::9_01 2I4 152 82 61 89 

20,020 15,084,17,664 17,239 13,401 11,898
1
--,-,10,....,9,...,1..:;1

1 

8s8 827 828 7761--'6'3-7-l--'-5-o2 4S4 
1,785 2,0921 1,816 __ 1_,8...;7..:.7.

1 
__ 1.:...,8..:.9_61 1,03I 1,232 

1.23 1.23 II 1.23 1.23 1.23 1.23 1.23 
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GER~IANY. PRDfCIPAL COMMERCIAL BANKS (BERLI~ER GROSSBANKEN) Tahlt> 9 (a) II. 

ACCOUNTS 

. Number of Banks. . 

ASSETS, 

I. Cash. . . . . . . . . . . . . . . . . . . ~ 
(a) Gold, silver and small coins ..... . 

. (b) In~~ n~t~s .a~d. ~l~n~e~ ~it.h .C~n~ra. 
2. Other Items of a Cash Nature ....... . 
3· Bills discounted and bought . . . . . ., 

(a) Treasury bills . . . . . . . 
(b) Commercial bills, Inland. . ·I 
(c) Commercial bills, Foreign . . .I 

4· Investments and Securities. . . . . . 
(a) Government . . . . , . 
(b) Other . . . . . . . . . . . . . 

5. Participations . . . . . 
6. Due from Banks (Correspondents). , . 

(a) At home. . . . . . . . 
(b) Abroad .. 

7· Loans and Advances. . . . 
(a) On current accow1t . 
(b) Other . . . . 

8. Cover for Acceptances. 
9· Premises, etc . . . . 

ro. Sundry Assets . i . 
II. Total Assets . . 

! 
LIABILITIES. 

. . . 

12. Capital paid up. . : • 
13. Reserve Funds . . . : . ,. 
14. Profit-and-Loss Accounts. . :. 
15. Cheques and Drafts in' circulationJ. 
16. Due to Banks (Correspondents) . . 

(a) At home ......... . 
· · (b) Abroad . . . . . . . . . . . . 
17. Deposits . . . . . . . 

(a) Current accounts and sight deposits . 
(b) Savings accounts . . . . . . . . . . 
(c) Time or fixed deposits . . . . . . . 
(d) Other deposits . . . . . . 

18. Rediscounts and Other Borrowings . 
19. Acceptances and Endorsements. . 

SUMMARY OF POSITION AT THE END OF : 

1929 

6 

3,038 
380 

z,658 

2II 
15 

196 

279 
1.674 

7.407 
4.769 
2,6J8 

513 
213 

4 
13,765 

588 
330 

79 

2,8og 

q,228 

1930 1931 1932 

6 5 5 

RM. (ooo,ooo's omitted) 

431 

2,573 
549 

173 
19 

154 
280 

1,479 

7,128 
4.554 
2,574 

701 
207 

4 
12,976 

553 
330 

51 

3.137 

1,104 

4.788 
3,518 
1,270 

919 
208 
321 

9,237 

42<) 
us 

7 

2,161 

254 

1,22 I 

213 
66 

147 
313 
s8o 

4.270 
3.275 

995 
770 
235 
444 

8,803 

442 
100 

7 

2,380 

1933 

5 

254 

I,lOO 

206 

78 
128 

29J 
479 

3,615 
3,009 

6o6 

765 
215 
340 

7,915 

189 189 189 128 86 
513 701 919 770 765 

20. Sundry Liabilities. . • . . . . . 
21. Total Liabilities. . . . . . . . 

30 22 19 30 42 
• : • ...,.,13=-, 7-=6::-:5:- -1:-::2:-:, 9o-::7:-:-6-l--:9:-:,l::-::3o:::7,_. --=-8.-=8703~ -=7 ,-9""'15=-1 

22. Guarantees (A vale und Biirgschaften). • • • 
1 
__ 6....:.7_6_

1 
__ 6....:.42_

1
,_.:;.52_8_

1 
__ 44~8- _ _.::.39.:..:5=--r 

23. Value of currency in Swiss francs at the end 
of each year . . . . . . . . . 1.23 1.23 1.23 1.23 1.23 
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GER~IANY. PRINCIPAL COMMERCIAL BANKS (BERLINER GROSSBANKEN) Table 9_ (b). 

SUMMARYOFPROFIT-AND-LOSSACCOUNTS AND 
DISTRIBUTION OF PROFITS FOR THE YEARS : 

ACCOUNTS 

1929 1930 1931 1932 1933 

----
Number of Banks. . . . . . . 6 6 5 5 5 

RM. (ooo,ooo's omitted) 

Capital paid up. . . . . . . . . . . sss 553 429 4-P 426 
Reserves and Undivided Profits . 338 340 125 104 . 83 

I. Gross Profits . . . . . . . . . . . . 480 450 368 320 300 

To be deducted : 
2. Expenses. . . . . . . . . 394 350 300 255 22'9 

(a) Salaries, etc. . . . . 340 310 270 231 212 . 
(b) Other working expenses . . . 54 40 30 24 17 

(c) Taxes, etc .. - - - - -. . . . . 
3· Reserved for Pensions Funds, etc .. . . . . 19 17. I(} x6 17 
4· Written off on (Depreciation Accounts for . . 2 43 706 I3I 6g 

(a) Premises, etc. . . . . . . 2 I - I t . 
(b) Investments and securities . . . . . . . 

706 68 (c) Other assets - 42 130 . . . . . . . . . . 
5· Remaining Net Profit or Loss . . . . . . . + 6s + 40 -654 - 82 -IS 
6. Carried forward from Preceding Year . . . 9 IO IO 4 3 
7· Taken from Reserves or Capital ... . . . - - 651. 85 20 

8. Total Amount disposed of for Dividends, etc .. I 74 50 7 7 8 

9· Carried to Reserves . . . . . . . . . . . . . - - - - -
xo. Dividends . . . . . . . 61 38 3 4 3 
II. Directors' Fees, etc. . . . . 3 2 - - -
12. Other Purpose~. . . . . . . . . . . . • - - - - -
13. Carried forward to Following Year . . . . . IO IO 4 3 5 

14. Total as above . . . . . . . . . . . 74 50 7 7 8 

xs. Value of currency in Swiss francs at the end 
of each year . . . . . . . . . . . 1.23 1.23 1.23 1.23 1.23 

J. Disc01mts. 

RM. (ooo,ooo's) Xt/ XI/ XI/ x1/ XI/ 
1929 1930 1931 1932 I9J3 
-- -- -- -- --

· No distinction is made in the balance-sheets 
between domestic and foreign bills. The following 
details are available regarding the bill portfolio of 
the Kreditbankm: 

C!'mmercial bills : 
Ch<qu.s and bills 

(ordinary dis-

Inl. (ooo,ooo'~\ XI/ XI/ XI/ XI/ XI/ 
IQ2Q 1q3o IQ]J rq) 2 l')Jl -- -- - - --

counts) . 2,863 2,288 1,299 1,327 1,369 
Own acceptances. s 2 2 IS 8 
Own drawings. . 3 I 3 3 2 
Promissory notes 

Troasury bills : drawn by custo-
RE'lliscountahle at mers to bank's 

Reichshank. 245 73 1.14 110 120 
Other. . 246 47S 2.lh .1QO 460 

Total 3 (•) . 491 SS1 37" sou ssn 

order. I s 4 20 u 
Total 3 (b) • 2,872 2,296 

---. 1,308 1,865 '-390 
Grand total . 3.J63 2,847 

-- --
1,678 1,865 1.970 
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Treasury bills are non-interest-bearing and are 

issued by the States as well as by the Reich. The 
commercial bill portfolio as shown above excludes 
bills rediscounted, which are not included under 
liabilities, but are shown separately outside the 
balance-sheet. 

4· Investments and Securities. 
The sums shown under (a) consist of " Loans and 

interest-bearing bonds of the Reich and the States". 
The Treasury certificates given to the big Berlin 
banks by the Reich in 1931 and 1932 pending their 
reorganisation h,ave not been included in the 
present group of the Summary Table, but are shown 
under " Sundry Assets " in group 10. Other 
securities (b) are classified in the official statistics 
as follows: 

KredillM~~t.U" Big Berlin banks 
RM. (ooo,ooo's) 

Nov. Nov. Nov. 
1929 1930 19.ll 

Pledgeable at Reichsbank and 
other central banks. . . . 57 69 33 

Other quoted securities . . 273 226 226 
Sundry securities. . . . . . . . 71 75 65 --Total. . 401 370 324 

5· Participations. 

The sums given in the summary tables are 
composed of permanent participations in banks 

Nov. Nov. 
1932 1933 1929 1930 1931 1932 1933 

26 30 12 12 9 7 8 
157 162 152 120 So 99 69 
63 88 32 22 25 41 51 

246 280 196 154 114 147 128 

and banking firms and syndicate participations 
( Konsortialbeteiligungen) as follows : 

Krtditlxonkm Big Berlin banks 

RM. (ooo,ooo's) 
Nov. Nov. No\. 
1929 1930 1931 

Bank participations. . 187 181 200 
Syndicate participations. . . 221 212 231 

Total. . . . 408 393 431 

6. Due from Banks (Correspondents). 

In the official statistics, the banks' " advances to 
banks, banking firms, savings banks and other 
credit institutions " are included with other 
advances on current account. In the Summary 

Nov. Nov. 
1932 1933 1929 1930 1931 1932 IQ33 

187 190 111 114 127 144 121 
221 r86 168 166 162 169 172 

408 376 279 280 289 J13 293 

Tables, this item has been carried to group 6 and 
added to " nostro " balances, which represent 
balances accruing in the ordinary course of banking 
transactions. (They do not include sums due after 
more than three months.) This division is shown 
below: 

Kr~ditlxoo.U.. Big llerlin banks 

RM. (ooo,ooo'sl 
Nov. Nov. Nov. 
192Q IQ~O 1931 

" N ostro ., balances. . 1,507 1,290 484 
Advances to credit institutions. 441 463 491 

Total. . . . 1,948 1.753 975 

The bulk of the " nostro " balances art' due 
within seven days. 

7· Loans and Advances. 

The sums given under (a) in the Summary Tables 
represent " debtors in current account ", less 
cover for acceptances. The latter item is not shown 
separately by the banks, but amounts equal to the 
acceptance liabilities shown in the balance-sheets 
have been deducted from •• debtors " and carried 

Nov. Nov. 
1932 1933 1929 1930 1931 '932 IQ.J3 

354 282 1,305 1,011 373 249 189 
358 314 369 468 291 337 290 

712 596 1,674 1,479 664 §86 479 

to group 8 of the Summary Tables. Current
account debtors, as shown in the official statistics, 
include advances to credit institutions ; these 
advances have been carried to group 6 of the 
Summary Tables. 

The amounts shown under (b) represent 
contangos and other advances to the Stock 
Exchange, reimbursement credits and other loans 
and advances. The detailed composition of loans 
and advances in the years under review is shown 
in the following table. 
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K r~dilba"lun Bi, Berlin banks 

RAI. (ooo,ooo's) Nov. Nov. Nov. 
1'-?29 19}0 1931 

D1blors i• cu,.,.ntl IIUOUnt: 
1. Covel'l'd by: 

Stock-Exchange !K'Curity. 1,587 1.536 989 
Other I<'Curity 3.993 4.437 4.015 

:a. Uncovered. 1,927 1,861 1,784 

3· Total , . . 7.507 7.834 6,788 

Lus: 
Advances to credit in-

atitutions. . . 441 463 491 
Cover for acceptances . 624 8o8 1,039 

4· Total 7 (a). 6,4413 6.S63 5.258 

Otlter loaKs and advances: 
5· Advances on Stock·EX· 

change securities : 
Contangos. J18 I96 sa 
Lombanls • . 284 227 I24 

Total. 002 423 182 

6. Reimbursement credits: 
Secured by ahipping or 

warehouse warranb . 238 I82 99 
Otherwise secured, 859 967 679 
Unsecured. . . . g66 1,000 540 ---

Total. •.o63 2,149 I,318 

1· Otber abort-term credits on 
pledge of marketable 
goods . • • • 0 185 I70 75 

8. Total short-term loans and 
advances Cs+6+7l • . •• sso •.742 I,575 

9· Long-term toano . 900 1,108 1,208 

10. Total 7 (b). • . . 3,8ro 3.8so 2,783 ---
Grand total !4+ 10). 10,:152 I0.4I3 8,0-fi 

· 8. Cover for Acceptances. 

See note to previous group. 

10. Sundry Assets. 

The amounts shown under this heading for the 
Berlin banks in 1931, 1932 and 1933 include 3QO, 
410, and 313 million RM. respectively of Treasury 
certificates given by the Reich in connection with 
their reorganisation. 

12, 13 and 14. Capital, Reseroes and Undi11ided 
Pro {its. 

The capital account involves double counting in 

Nov. Nov. 1929 1930 1931 1932 1933 
1932 IQ31 

1,363 1,298 721 618 610 
744 689 

3.624 3·309 2,863 3.095 2,775 2,753 2.463 
1,212 1,026 1,425 1,330 1,232 1,011 992 

s.sso s.o24 s.6s1 5.723 4.728 4.382 4.oos 

358 314 369 468 291 337 291 

859 sso 5'3 701 919 no 765 

4.363 3,86o 4.769 4.554 3.SI8 3.275 3.009 --

I I 21)8. I66 00 1 -
40 32 264 I87 6g 31 24 

4I 33 s62 353 I29 32 24 

I30 64 211 I89 75 So 70 

543 329 791 955 568 486 279 
4<>7 226 799 821 427 326 192 --- -- --

1,080 619 1,801 1,965 1.070 901 541 

65 95 171 I 52 7I 62 42 

1,186 747 2,534 2,470 1,270 '195 6o6 
1,213 1,240 I04 I04 - - ---- -- ---
2.399 I,987 2.638 2.574 :1,270 995 6o6 

6.762 s.847 7.407 7,r28 4·788 4.270 3.6r5 

respect of the bank participations included under 
assets. 

16. Due to Banks (Correspondents). 

Sums due to foreign banks are not shown 
separately, but the ·bulk of the credits obtained 
with other banks for the account of customers 
( seitens der K undschaft bei Dritten benutzte Kredite) 
probably represents liabilities to foreign banks. 

The detailed composition of the sums shown in 
the Summary Tables is given below : · 

.. K•editb4"1tm Big Berlin banks 

R~. (ooo,ooo's) S'ov. Nov Nov. Nov. Nov. 
1'129 IQ)O 1931 11)]2 1933 

1929 IQ'JO 1931 19.~2 1933 

- --- --- ---
Credits obtained with otber banka 

for the' account ·of customers. 2,122 2,297 I.531 1,223 709 I,872 2,II4 1,223 I,095 637 
Due to Gennan banks, banking 

firma, etc .• . . . . . . . 1,148 1.394 844 1,283 I 373 937 I,023 938 1,285 1,289 ---Total. . . 3.270 3.691 •·375 2.5o6 2,082 •.8o9 3.I37 2,I61 2,380 1,926 
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17. Deposits. 

The official statistic:; include balances due to 
Gennan credit institutions (which have been shown 

Wtder group r6 of the Summary Table) along with 
other Kl'editvrell and show the time distribution of 
the whole as follows : 

K•ldilba,..no I Big Berlin banks 

RM. (ooo,ooo's) Nov. Nov. Nov. 
IQ29 IQ)O II)JI 

Depo•its. . . . . . . 10,965 9,814 6,8o2 
Due to Gennan banks. . . . 1,148 1,J94 844 

Total. . . . 12,113 I 1,208 7.646 
Tlureaf: 

Payable within seven daya. . . 4.490 4.565 3.870 
Payable after seven daya and 

up to three months. • • . 6,679 s.s.1 J,ll9 
Payable after three months . . 944 816 657 

Total, as above . l2,llJ IJ,2o8 7.646 

r8. BOI'I'owings. 
The sums shown in the Summary Table for 

Kl'editbanken are composed as follows : 

RM. (ooo,ooo's) 
Nov. Nov. Nov. Nov. Nov. 
1929 1930 1931 19]2 1933 -- -- ---- --

Mortgage and munici· 
pe.l bond issues. • . 861 1,045 1,141 1,086 1,059 

Other long-term bor· 
rowings. . . . . . 298 296 268 246 302 -- --

Total. . . 1,159 1,341 1,409 1.333 1,361 

Rediscounts are shown by the Gennan banks as 
contingent liabilities outside the balance-sheet. 
They are therefore excluded from the present group 
in the Summary Tables and given as an independent 
group (23) outside the balance-sheet proper. 

22 and 23. Guarantees and Rediscounts. 
These items are classified as contingent liabilities 

Nov. Nov. 
19]2 193-' 

Jt)2Q II)JO 1931 IQ}2 IQ]] 

6,159 5.642 9 ... 8 7.993 5.398 4.946 4.581 
1,283 1.373 937 1,023 9.18 1,285 1,289 

7.442 7.015 10,165 9,016 6.336 6,2JI s.87o 

3.494 3,155 4.247 4,128 3.316 3.002 2.779 

2.948' 3.041 5.419 4,538 2,H5 2,621 2,516 
1,000 819 499 JSO 485 6o8 575' 

7.442 7,0H 10, t65 9,016 6,JJ6 6,231 s.87o 

and excluded from the balance-sheet. RediscoWtt 
liabilities arise in respect of bank acceptances and 
other bills, shown separately by the Kl'editbankm 
as follows: 

RM. (ooo ooo's) 
Nov. Nov. Nov. Nov. Nov. 
IQ2C) 1930 1931 IQ32 1933 
-- -- -- -- --

Rediscount liabilities 
in respect of : 
Bank acceptances 974 1,135 1,007 348 335 
Other biUs. , . . 842 742 889 68J 897 -- --

Total. . . 1,816 1,877 1,896 I,OJI 1,232 ---- -- -- --
TAerMf due within 

fifteen da ya • . . 56• 486 414 246 •s• 

The interim reports on which the Summary Table 
is based also show Wtder contingent liabilities small 
amoWtts of the banks' own drawings, both for their 
own accou~t and for the account of customers, 

Summary of Profit-and-Loss Aeeounts of the_ Prlnelpal Berlin Banks. 

No official profit-and-loss statistics are published 
in Germany. Table 9 (b) is based on the annual 
reports of the leading Berlin banks. 

I. Gl'oss Profits. 
The composition of gross profits according to the 

sources from which they are derived is shown below: 

RM. (ooo,ooo's\ 1()29 1930 IQJI IQ3Z 1933 
·-- -- ----

Net interest from dis· 
counts and loans a . 227 208 170 t6o 134 

Commissions 244 237 193 157 163 
Profits from invest-

ments and pe.rtici· 
pe.tions. . 9 s 5 3 3 --

Total. . . 480 450 J68 320 JOO 

The first item represents the net balance of 
interest earned on discounts, loans and advances 
after deduction of interest paid on deposit accounts; 
some banks include this latter item under expenses. 
The sums for total gross profits as shown above 
may be incomplete in certain years in so far as the 
banks follow the practice of making allowance for 
depreciation of their investments, participations 
and outstanding credits before disclosing their 
profits. 

II. Directors' Fees, etc. 

This item consists only of the directors' share in 
profits ( Gewinmanteil des A ufsi&htrates). Their 
salaries ( Bezuge des V Ol'standes) are included under 
expenses in item 2 of the Summary Table . 
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GREECE. 

Introductory Note. 

The year 1933 was characterised b~ a m~~ed 
improvement in the currency and bankmg position 
of Greece. Since the beginning of that year, the 
currency has been kept stable at a level nearly . 
51 per cent below the parity established in 1929, 
and there has been a considerable return flow of 
capital which escaped before the establishment of 
cours force in April 1932. In consequence, the gold 
reserves of the Bank of Greece increased from less 

than 6o million Swiss francs at the end of 1932 to 
nearly I30 millions at the end of 1933. At current 
rates of exchange, the latter figure amounts to over 
4 ooo million drachmre. 

' The return of confidence and inflow of Deuisen 
led in the first instance, to an increase in liquidity, 
and, as the following table shows, did not aff~t 
the loan operations of the commercial banks until 
after June I933· 

Drachmm (ooo,ooo's) End of Dec. 1932 Jun• 1933 Der. 1933 june 19:U 

Number of banks 27 2$ 26 27 

1. Cash . . . . . 858 2,245 1,915 2,169 
Of whieA: 

(4"9) (1,863) (1,416) (1,750) Balances with the Bank of Greece. 
2. Gold, foreign notes and exchange • . . 872 641 623 6o3 
3· Bill portfolio • . . . . . . 1,467 1,480 2,483 2,167 
4· Securities . . . . 1,838 1,592 1,537 1,570 
S· Loans and a<lvances. 9.69• 8,685 8,648 8,984 

Of111AicA: 
Under 3 months . . . . (6,729) (5.877) (5,863) (6,079) 
Over 3 months • (2,¢3) (2,808) (2,775) (2,905) 

6. Total deposit• and borrowings . 13,519 14,126 14,817 15,090 
Of wAicA: 

In drachma! • . . . (11,754) (12,741) (13.459) (13.752) 
In foreign currencies (1,765) (1,385) (1,358) (1,J38) 

• Thi• item is given as" Due from Banks abroad "in the Balance-sheet Summary Table. 

Cash in hand and balances with the Bank of 
Greece increased from 646 million drachmre at the 
end of April 1932, the lowest point of the crisis, 
to 2,245 million drachmre at the end of Jun'e 1933. 
The ratio of these two items to total deposits 
increased from about 5 to about I6 per cent between 
these two dates. 

This rise in liquidity reflected various changes in 
the balance-sheet position of the banks. On the 
one hand, loans and discounts were called in to a 
net amount of nearly I milliard drachmre during 
that period, and the holdings of securities were 
reduced by almost 400 millions. On the other 
hand, the deposits, far from being reduced pari. 
passu with the compression of the volume of credit 
outstanding, actively increased by almost I mil
liard, representing in the main a reflux into the 
banks of funds previously withdrawn and largely 
expatriated during the flight from the drachma. 
In the circumstances, this irflow of deposits in 
conjunction with the repayment of loans weat to 
increase the cash balances of the commercial banks 
with the Bank of Greece. 

In the latter half of 1933, the contraction of loans 
and advances was brought to an end, and a sharp 

increase in discounts led to a temporary decline in 
the cash balances with the Central Bank. Deposits 
continued to increase, however, and, by the end of 
June 1934, total cash again almost reached the 
previous maximum figure, a decline in discounts 
during the first half of that year being compensated 
by an equal increase in loans and advances, while 
securities remained practically unchanged during 
the whole period June 1933 to June I934· 

The foregoing table covers all commercial banks, 
-i.e., it includes (at the middle of 1934) five large 
banks, six other fairly important banks, twelve local 
banks and four foreign banks. The large banks are 
of predominant and increasing importance to the 
Greek commercial banking system, and one in 
particular- the National Bank of Greece- holds 
a position of undisputed leadership. This bank, 
whose resources are even greater than those of the 
Bank of Greece, was, even at the time when it 
functioned as bank of note-issue, the most important 
commercial banking institution in the country, and 
its relative importance among these institutic.ns has 
subsequently been further enhanced as a result of 
the . recent increase in deposits, of which the 
National Bank of Greece alone absorbed about half. 
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The rapid growth of this bank in recent years, and 
its present predominant position in the Greek credit 
structure is shown in the following table : 1 

National Oth.r All 
Bank big big 

<Jf Greeao banks bank"' 

Capital attd Reserves: 

Drachm., (ooo ooo's). ) 1928 1,r93 848 2,041 
• r934 r,205 408 r,6r3 

Percentage share. • 0 ) 1928 58·5 4r.5 roo 
r934 74-7 25.3 100 

Deposits: 

Drachm., (ooo ooo's).l 1928 5,278 5.373 ro,651 
• rg34 g,r88 4,223 13,411 

Percentage share I rg28 49·6 50.4 100 
0 

1934 68.5 31.5 100 

Other l.iahilities: 

Drachmre (ooo ooo's).,r928 789 2,055• 2,844 
• r934 1,r47 6o6 r.753 

Total T.inbilities: 

Drachm., (ooo ooo'sJ.jr928 7,200 8,276 r5.S31i 
• 1934 11,540 5.237 r6,777 

Percentage share. • • ) r928 46-7 53·3 roo 
rg34 68.8 3r.2 100 

While the aggregate liabilities of the other big 
banks fell by over 3 milliard drachmz between 1928 
and 1934. those of the National Bank increased by 
over 4 milliards, and its share in the total rose from 

· held by all banks and 90 per cent of the deposits 
held by the commercial banks at the end of 1933. 
The distribution of the 90 per cent among the five 
banks was as follows : National Bank of Greece, 6o ; 
Bank of Athens, 16 ; Popular Bank, 5 ; Commercial 
Bank, 4·4 ; and Ionian Bank, 4.2 per cent. 

The following table discloses in more detail the 
relative importance of the various groups of banks 
operating in Greece and shows the movement of 
deposits since the end of 1932. 

Drar:hnue (ooo,ooo's) De<. Dec. June 
1932 1933 '9H 

Commercial banks: 
Big banks 10,918 11,686 r3/103 
Other regional banks 1,403 r,679 747 
Local banks . 0 0 0 r3r r74 r87 
Foreign banks 0 1,007 1,278 5!3 

Total 0 1J.S 19 14,817 15,090 
Of rt~lticlt: 

Sight and savings deposits. (9.786) (11,181) (u.s u) 
Time deposits and borrow· 

ings. 0 0 0 0 0 . 0 (3.733) (3,636) (3.578) 
Agricultural banks 0 . . 6~7 1,350 6~5 
National Mortgage Bank • . 2,268 2,183 2,146 
Post Office Savings Bank. . 1,256 1,695 1,775 

Grand total. 17.700 20,045 19,666 

47 to 6g per cent. The National Bank of Greece · The increase in commercial bank deposits has 
and the other four big banks - the Orient Bank, been particularly marked in current accounts. In 
which figured among the "Five Other .Banks" in the course of 1933, post office savings accounts rose 
1928, was merged with the National Bank on by soo million drachmre, or more than 40 per cent, 
January 1st, 1933 - represent almost the whole in spite of a reduction in the rate of interest allowed 
of the Greek commercial banking system. Their on such accounts from 6Yz to 4 per cent at the 
deposits constituted 85 per cent of the deposits middle of the year. 

Balaoee·sheet Summary. 
I. Cash. 

The composition of this item is as follows : 

Drachmz (ooo,ooo's) Notes Balances 

- and with the 
Total 

coins Bank of 
End nf Greece 

1929 . . 0 0 562 547 1,109 
r930 . 573 742 r,3r5 
r931 365 740 1,105 
r932 . . 448 409 857 
r933 . . . 499 r.4r6 1,9r5 

6. Due from Banks (Correspondents). 
The sums given under (a) are shown among cash 

reserves under the heading " balances with other 
banks '' in the statistics published by the Bank of 
Greece. 

The sums given under (b) are shown in the 
statistics of the Bank of Greece under the heading 
" gold, foreign bank-notes and exchan~;e ". 

7· Loans and Advances. 

The composition of loans and advances according 
to periods of maturity is shown below : 

Drarhmo:e (ooo,ooo's) Up to Over - Total 
End of 3 months 3 months 

1929 . . . . . . . 6.857 
1930 . 7.076 3.2or 10,277 
rg3r . . . . . 6.597 3.129 9.726 
1932 0 . . . 6,729 2,963 9.692 
r933 . . . . . 5,863 2.775 8,648 

1 See articlE entitled "Capacity of the Greek Commercial Banks" appearing in the OikotooMilros Tacltydro,os and 
reproduced in the Messagw d'A.IIIe,..s of August 29th, 1934· According to this article, the rapid growth of the National 
Bank of Greece was due principally to three causes. The establishment of the Bank of Greece as the Central Bank in r928 
and the development of the Agricultural Bank enabled the National Bank to concentrate on purely commercial business. 
Secondly, the failure of certain small banks during the crisis benefited the National Bank In two ways. Being charged with 
the duties of liquidation, it inherited many of the client.• of the closed banks, and the fear engendered by these failurH 
attracted depositors to the largest bank. Thirdly, one of the big foreign banks, the Ionian Bank, has since the crisis 
tended to restrict its activities in Greece. 
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GREECE. COMMERCIAL BANKS Tahlc 10 (a). 

SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 

Number of Banks • . . . . . . . . . . . . 
AssETS. 

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

Bank . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . ·· . . . . 
3· Bills discounted and bought. . . . . . . 

(a) Treasury bills. . . . . . . . . . . 
(b) Commercial bills, liuand. . . . . 
(c) Commercial bills, Foreign . . . . . . 

4· Investments and Securities. . . . . . . 
(a) Government • . . . . . . . . . . 
(b) Other . . . : . . . . . . . .... 

5· Participations . . . . • . . . . . . . . . . 
6. Due from Banks (Correspondents). . , . . . 

(a)Athome ....••... .. 
(b) Abroad· . . . . ...... . 

7. Loans and Advances. . . . . . . . . 
(a) On current account • . . . . . . . . 
(b) Other • • . . . . . . • .• . . . . . . 

8. Cover for Acceptances. . . . . . . . . . . . . 
9· Premises, etc. . . • . . . . . . .. , . . . . . 

10. Sundry Assets • . . . . . . . 
II. Total Assets . . . . . . . . . • • . . 

LIABILITIES. 

12. Capital paid up. . . . . . . . . . . . . 
13. Reserve Funds . . . . . . . . . . . . 
14. Profit-and-Loss Accounts, DividendAccomits,etc. 
15. Cheques and Drafts, etc., in Circulation . . 
16. Due to Banks (Correspondents) • • . . . . . 

(a) At home. . . . . • . . . . 
(b) Abroad . • . . . . . . .... 

17. Deposits . . . • . . . . . . . . . . • 
(a) Current accounts and sight deposits. 
(b) Savings accounts . . . . . . . . . . . 
(c) Time or fixed deposits . . . • . . . . . 
(d) Other deposits . . . . . . . . . . . 

18. Rediscounts and Other Borrowings . . . . 
19. Acceptances and Endorsements. . . . 
20. Sundry Liabilities. . . . . . . 
21. Total Liabilities . . . . . . . . . 
22. Value of currency in Swiss francs at the end 

of each year . . . . . • . . . . . . . 

1929 

35 

1,109 

L 

1,906 

410 
1,627 

240 
1,387 
6,857 

439 
4.324 

20,195 

·688 
2;099 

109 

13,235 
8,317 
3,088 
1,830 

345 

3·719 
20,195 

1930 1931 1932 

33 3I 27 

Drachmz (ooo,oo~·s omitted) 

1,315 

1,906 

939 
1,344 

231 
1,113 

10,277-

I 2, I 15 

0.067 

1,105 

1,980 

.879 
8o9 

68 
741 

9.726 

0.067 

719 
918 

45 
873 

9,692 
-·• 

13,519 

9.786 

3.733 

0.028 

1933 

1,915 

1,537 

839 
872 
249 
623 

8,648 

"11,181 

0.029 
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GREEC& COMMERCIAL BANKS Table 10 (b) 

SUMMARY OF PROFIT-AND-LOSS 
ACCOUNTS AND DISTRIBUTION OF 

ACCOUNTS 
PROFITS FOR THE YEARS : 

1929 I 1930 1931 I 1932 I 1\)jj 

Number of Banks. . - . - . - - - . - . . 28 I - I 23 I 21 I 2.Z 

Drachma! (ooo,ooo'a omitted) 

Capital paid up. - - . . . . . . . . . . . . . . 002 . 525 62.Z 644 
Reserves and Undivided Profits . . - . . . ~ 2,098 . I,843 I.571 I,Uol 

I. Gross Profits. . . . . . . . . . . . . . 1,563 1,307 1,168 1,136 

To be deducted: 
2. Expenses . . . . . . . . . . . . . . . . . I,214 . 1,008 903 901 

(a) Salaries, etc. . . . . . . . . . . . . 512 . - - -. 
(b) Other working expenses . . . . . . . . 609 • - - -
(c) Taxes, etc. . . . . . . . . . . . . . 93 . - T" -. 

3- Reserved for Pension Funds, etc. . . . . . . . - • - - -
4· Written off on Depreciation Accounts for • . . 141 . IOC) 167 122 

·(a) Premises, etc . . . . . . . . . . . . . - . - - -
(b) Investments and securities • • . . . . . - . - - -
(c) Other assets . . . . . . . . . . . . - . - - -

5· Remaining Net Profit or Loss (-) . . . . . 208 . 130 98 113 

6. Carried forward from preceding year. . . . - - - -
1· Taken from Reserves or Capital. , • . • . . - . - - -
8. Total Amount disposed of for Dividends, etc .• 208 . 130 98 113 

9· Carried to Reserves. . . . . . . . . . 20 . 7 4 9 
xo. Dividends . . . . . . . . . . . . . . x8d . I2J So 86 
II. Directors' Fees, etc .. . . . . . . . - • - - -. . . 
I2. Carried forward to following year, . . . - ·-- 14 IS 

I3. Total as above . . . . . . . . . . . . . . 208 • 130 98 113 

I4. Value of currency in Swiss francs at the end 
of each year . . . . . . . . . . . . 0.067 0.067 0.067 o.o:.!8 0.029 

Summary of Profit-and-Loss Aeeowtts. 

The profit-and-loss accounts of the Greek 
commercial banks have been prepared since 193I 
from the data supplied by the Bank of Greece. 

The specifications given in the Summary, including 
the figures on paid-up capital and reserves, etc .• are 
those of the original data. 



HUXGARf. 

Introductory Note. 

The total of agricultural indebtedness to 
the Hungarian banks - mainly to those of the 
provinces - on June 3oth, 1933, amounted to 
1,239·9 million pengo, of which 924.2 millions 
represented short-term credits and 315.7 millions 
consisted of long-term loans. 1 In connection with 
the measures taken in the autumn of 1933 for the 
relief of agricultural debtors, 1 the State took over 
from a large category of small farmers a part of 
their debts, of which it repaid certain portions in 
cash to banking creditors having a first charge. 
To meet these requirements, the State is empowered 
to borrow Ioomillion pengo from theNationalBank, 
and the sums which it is thereby enabled to pay to 
the banks concerned are to be used by the latter to · 
reduce their rediscount liabilities to the National 
Bank. 

On December Jist, 1933, a Decree was passed to 
enforce further reductions of interest rates on the 
part of the banks, after a similar measure had 
already been taken at the end of 1932. Maximum 
rates payable on deposits were now fixed at 3~ 
to 41 per cent (according to the category of the 
bank) on sight deposits, and at 4 to 5 per cent on 
time deposits. A further Decree, at the beginning 
of 1934, laid down stricter rules for the valuation 
of securities for balance-sheet purposes. 

A new Standstill Agreement was concluded on 
April 4th, 1934, with the British and American 
banking creditors, providing for interest reductions 
of ~ to 1 per cent (according as payments are 
made in pengo or in foreign exchange), as well as 
for the compulsory repayment of 5 per cent of 
the outstanding principal, and further voluntary 
repayments, subject to the approval of the National 
Bank. It retains the main features of the previous 
agreements, which were described in the last edition 
of this publication. 

With reference to the service of Hungary's long
term foreign debts, the Transfer Suspension Decree 
of December 23rd, 1931, had set up a Foreign 
~reditors' Fund, to which all sinking fund and 
mterest payments had to be made in pengo. Under 
the agricultural debt relief measures banks which 
had issued mortgage _bonds in for;ign currency, 
based on long-term agnculturalloans, were entitled 
to have the sums paid by them on account of these 
bonds to the fund returned to them in the form of 
deposits subject to interest. Up to June 30th, 

1934. the fund had received in all 170 million pengo 
in cash and 46 millions in Treasury bills, the latter 
representin~; the bulk of the foreign debt service 
due by the State. Of the former amount, over 
zoo million pengo had been relea;:ed to foreign 
creditors and made available for additional exports 
at a discount. The remaining cash receipts (includ
ing interest paid to the fund by the National Bank, 
the State, and the issuing banks) amounted to 
64 million pengo, of which, on June 3oth, 1934, 
22.5 millions had been lent to the State for certain 
productive investments(public works, railways, etc.) 
and 1.5 million pengo to the issuing banks referred 
to above, the balance of 40 millions being left on 
deposit with the National Bank. Arrears due to 
the fund on account of the service of foreign debts 
totalled 21 million pengo on June 30th, 1934. 

Plans have recently been under consideration 
- largely on the initiative of the Government -
for a simplification of the banking structure by 
mergers and amalgamations, with a view to 
reducing operating costs ; but, up to the time of 
writing, no legislative measures have been intro
duced for this purpose. 

The attached Summary Table is b;l.Sed on the 
statistics of the Central Corporation of Banking 
Companies, which comprises practically the whole 
banking system of the country, apart from 
the co-operative credit societies and the Post 
Office Savings Bank. No aggregate profit-and-loss 
accounts are published, but the following figures 
are available for the eleven more important 
Budapest banks, which - with a combined share 
capital of 1!)8.2 million pengo at the end of 1933 -
account for well over half of the total resources of 
Hungarian banks : 

Pengo (ooo,ooo's) 1930 1931 1930 1931 -- -- -- --
Gross profits . . . . 81.6 71-3 6o.9 s6.s 
Expenses (including taxes) • 47-0 44·7 39·1 37·• 
Written off • . . . '·7 7·4 8.1 8.9 
Net profit (including amounts 

carried forward from prcced-
ing year) J2.7 20.4 16.3 13.6 

Dividends 22.7 10.3 s.6 3·8 

As the character of the operations of the Budapest 
and the provincial banks differs markedly, separate 
figures for certain items of the balance-sheet are 
shown in the notes below. 

: ~ Eco110111U: Bwllelitl oftlu C<ttlra/ Corpo..aHott of Bat~king Companies, No. 4, 1933. 
bnef account of thooe measures Will be found in the preceding edition of this MemorattdmtJ, page 134. 
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Table 11 (a). 

SUM:\IARY OF POSITION AT THE END OF: 

ACCOUNTS 

Number of banks. • • • • . . . . . . . . • . . 

AssETS. 
I. Cash . . . . . . . . . . . . . . . . . 

(a) Gold, silver and small coins. . . . . • . { 

(b) ~~~~d. n~t~s . a~d. b~~n~es. ~it~ .C~n~r~ ~ 
2. Other Items of a Cash Nature . . . . . . . , 1 

3· Bills discounted and bought . . . . . . . . . 
(a) Treasury bills . . . . . . . . . . 
(b) Commercial bills, Inland . • . . . . . 
(c) Commercial bills, Foreign . . . . . . . 

4· Investments and ~ecurities. . . . . . . . . . 
(a) Government . . . • . . . . . . . . . 
(b) Other . . . . . . . . . . . . . • . . 

5. Participations • . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . . 

(a) Athome .............•. 
(b) Abroad . . . . . . . . . . • ... 

7· Loans and Advances , , . . . . . . . . . 
(a) On current account • . . . . . . . . . 
(b) Other . . . . . . . . . . . . . . 

S. Cover for Acceptances. . . . . . 

301 

123 

1930 1'.131 19JZ 

so6 474 

PengO (ooo,ooo's omitted) 

2J4 

2,010 

I2I uS 

2oS 

1,531 
8gz 

6J9 

9· Premises, etc. • . • . . . . . . . . . . . . uS u4 us 125 
10. Sundry Assets • . . . . . . . . . . . . . 70 45 104 197 
u. Total Assets • . . • . . . . . . . . . . . . l--:4"",4'""l""l.- --:;;4-;,6;-;;3~3-l--.4"',l"'5"'8,--l--.4",o"'3'"7,.. 

LIABILITIES . . 
12. Capital paid up . • . . . . . . . . . . . . . 
13. Reserve Funds . . . . . . . . 
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 
15. Cheques and Drafts, etc., in circulation. . . . . 
16. Due to Banks (Correspondents). . . . . . . . 

(a) At home. • . . . . . . • . . . . 
(b) Abroad . . . . . . . . . . . . 

17. Deposits . . . . • . . . . . . . . . . . . . 
(a) Current accounts and sight deposits .. 
(b) Savings accounts . . . . . . . . . . . 
(c) Time or fixed deposits. . . . . .- -- . . 
(d) Other deposits . . . . . . . . . . . . 

IS. Rediscounts and Other Borrowings. . . ...• 

394 
• 219 

62 

2,S2o 

SrS 

3S6 
225 

59 

·-

S95 

386 
249 
35 

1,077 

1933 

136 
201 

3,888 

973 
19. Acceptances and Endorsements. . . • . . . 
20. Sundry Liabilities. . . . . . • . . . . . . 109 9S 104 155 174 
21.•Total Liabilities. . . . . . • • . . . . . 4,4ll 4,633 4,l58 4,037 3,888 

1--~--1--~--1-~---1-~---1------
22. Value of currency in Swiss francs at the end of • each year. . . . . . • . • • • • . . . • . o.gr 0.91 0.91 o.gr o.gr 
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Balanee-sheet Summary. 

3· Bills discounted and boul(hl. 
The Budapest banks are known to bold large 

amounts of Treasury bills, which, however, are not 
shown separately. In the provinces, the total bill 
portfolio declined by 44·3 million pengo in 1933, 
while in Budapest there was an increase of 14.5 mil
lions. Bills rediscounted are maintained under 
assets and are shown as a separate item under 
liabilities. 

7. Loans and Advances. 
The basic statistics give no details regarding 

the composition of the sums shown under (a) 
which include participations. The sums under (b) 
represent mortgage loans (including long-term 
loans to municipalities, etc.), the greater part of 
which is granted by means of issue of mortgage 
and "communal " bonds (included in group 18 of 
the Summary Table). 

17. Deposits. 
The following details are available ; 

Pengll ( ooo,ooo's) 1929 IQJO I()JI 19.12 1933 -- ---- ----
Current accounts : 

Budapest 845 1 828 765 722 ?33 Provinces 75 70 65 48 42 
Total -- -- --920 898 . 830 no ns 

Savings accounts : 
Budapest .. 635 64• 536 499 519 
Provinces 357 378 275 220 212 --Total --992 1,019 811 7'9 731 
.. Crediton " : 
Budapest 799 885 694 6oo 568 
Province!' IIO 107 IIO III 101 

Total -- -
0 90<1 992 8o4 7II 669 

Grand total • 2,821 2,909 2,445 2,200 2,I7S 

. The discrepancy between these totals and the 
figures shown in the Summary Table is stated to 
be " due. to reasons of a technical nature in 
constructmg the balance-sheets of some institutes".• 

The distinction between "Creditors" (Kreditoren) 
and other deposit accounts is somewhat cbscure. 
Although applied differently by individual banks, 
in practice it appears to reflect the character of 
the clientele, "Creditors", representing mainly the 
big customers, with whom the banks maintain 
close business relations, and foreign short-term 
creditors, while ilie deposits of other customers are 
shown under current and savings accounts. The 
distinction between current and savings accounts 
would appear to be mainly formal ;n character, 
the latter being in practice current accounts (of 
small customers) subject to passbooks. But the 
bulk of " Creditors " consists of foreign short-term 
debts, and the reduction which is seen to have 
occurred in this item is due to repayments under 
ilie Standstill Agreements, as well as to the 
depreciation of the pound sterling and the dollar. 

18. Rediscounts and Borrowings. 

The sums shown in this group of the Summary 
Table are composed as follows : · 

PengO (ooo,ooo's) 1929 1930 1931 1912 1933 -- -- -- -- --
I. Rediscounts : 

Budapest 83 63 2o6 I69 ISO 
Provinces 364 394 415 412 386 

2. Own bond issues (Bu-
da pest banks) 37I 438 450 . 497 437 

Total 818 8gs 1,071 1,077 973 

The rediscount figures do not include several big 
Budapest banks which do not show the amount of 
rediscounts in their balance-sheets. In the case 
of the provincial institutions, 55 per cent of 
their total bill portfolio of 708 million pengo was 
rediscounted at the end of 1933. • 

The second item represents the mortgage and 
" communal " bonds issued in connection with 
the long-term loan operations of the banks. 

1 
Ecot101Nie Bulloli, nflloo C-Gl CorfHwlllin of BaMiflr Compa,.ies, No. 3, 1933, 



ITALY. 

Introductory Note. 

The extension of the part played by the State in 
the banking system is, perhaps, the outstanding 
feature in the development of Italian banking in 
the latter years of the depression. The. State has 
assumed greater importance in two ways. In the 
first place, the institutions under its control or 
supervision have experienced a very rapid growth 
in resources, due both to transfers to them from 
private organisations (which have tended to decline 
in importance both relatively and absolutely) and 
to a growth of small savings which have sought the 
security of public and semi-public institutions. In 
the second place, the reorganisation of the private 
institutions and the assistance granted to them by 
the Government have increased the responsibilities 
of the State, and have led to the creation of certain 
new public credit institutions. 

The rapid growth of such institutions is brought 
out by the following table 1 : 

__ u_·a_b_ili_ti_es_to.;..t_h_•_P_u_bl_ic_l--'-9_•8_1 1932 ~~ 
Lire (ooo,ooo's) Per t:ent of total 

1. Special public credit 
institutions • • • • 4,374 5,875 6.5 8.7 

2. Public institutions. • • 2,284 4,683 3·5 6.9 
3· Agrarian credit institu-

tions. • • • • • • 263 1,021 0.4 1.5 
4· Mortgage credit institu-

tions . • • • • • . 2,843 s.n6 4·4 8. s 
S· Sa'ingsbanksandMollli 

di PietJ • • • • 14,790 17,70< 22.7 26.1 

Total of above 
institutions • 24.454 35,055 37·5 51.7 

6. Co-operative banks. • • 7,619 5,791 11.7 8.5 
7· On!inary joint-stock 

banks • • ••• 33,126 26,985 50.8 39.8 ----
Grand total • 65,199 67,831 100 100 

The liabilities to the public of seven groups of 
credit institutions at the end of 1928 and 1932 
are giverl therein in lire and per cent. 

The liabilities to the public of the first five groups 
of institutions increased by over· 43 per cent in the 
four years following 1928, and their share in the 
aggregate liabilities to the public of all banks rose 
from 37·5 to 51.7 per cent. The liabilities of tl>e 
joint-stock banks in 1932 were 20 per cent smaller 
than in 1928, and their relative share in the total 
liabilities of all institutions receded from 50.8 to 
39.8 per cent. The same tendency is shown by the 
movement of own funds between these two dates. 
In 1932, the paid-up capital and reserve funds of 
public and semi-public institutions, exclusive of 
co-operative banks, were 40 per cent higher than 
in 1928, and the share of these institutions in the 
total of own funds had risen from 37·9 to 51.5 per 
cent. The capital and reserves of the joint-stock 
banks had declined by 20 per cent, and their share 
of the total had fallen from 50.9 in 1928 to 40.3 per 
cent in 1932. The divergence in the development 
of public and private institutions would be still 
greater if the Post Office Savings Department were 
included among public organisations ; deposits 
at the Post Office increased by 56 per cent, from 
10,819 million lire at the end of 1928 to 17,016 mil
lion lire at the end of 1932. 

The structural differences between the private 
and public institutions and the evolution of their 
operations during the crisis are illustrated by the 
following table, which gives for two main groups, . 
into which the various classes of institutions 
inscribed on the register of the Ministry of Finance 
have been classified •, the principal assets for 1928 
and 1932 as reported by the Bank of Italy : 

1 The data are taken from the A nnuario dell• Banche e Banchieri d'llalia, Milan. The special public credit institutioo., 
are tbe Banca di Napoli, Banca di Sicilia, Banca Nazionale dellavoro, and Istituto di S. Paolo di Torino. For 1928, 
seven public institutions are covered, and for 1932 the Istituto Mobiliare Italiano (IMI) is also included. The number 
of other institutions in 1932 was as follows: Agrarian credit institutiooo, 9 ; mortgage institutions, II ; savings banks, 9S ; 
and Mo•li di Piela, 30; co-operative banks. 411 ; and ordinary joint-stock banks, 2S3· 

The figure>' on liabilities to the public and those on own funds given on page 66 are taken from an article by 
P. BAPFI in tbe Giorlllll• deg/i EcMOOmisli, May 1934 (reproduced in the MiKeJ'Va Bancaria, June 1934). Liabiliti .. to 
the public include deposits, current accounts. cOtTe"J''ndent creditor.o and, in certain caoes, cheques, etc., in circulation. 

• The various classes of institutions inscrib-'<1 on the register of the Ministry of Finance and their ~pective number 
in 1928 and 1932 are given below; the fir.ot and second have been included in the fir.ot group and the remaining five in 
the second group of the table : 

1. Ordinary joint-stock banks • • • , • • • • • • 
2. Bankillg firms • • • • • • • • • • • • • • • • 
J. Co-operative credit societio: on joint-stock ba~ds . 
4· Co-ope1a tive credit societic:s on other bases 
S· Agricultural credit institutions. • • 
6. Savings banks and Mollli di Pin ' . 
7· Special public institutes. • • • . . • • •• 

.,., 

4" 
IS3 

s 

193• 

336 
223 
~"4 

2 ,Of)7 

21 
129 

6 

Total number of institutions • • • 3,738 3,226 

The register of the Ministry of Finance and the annual reports of the Bank of Italy exclude the accounts of the 
public institutions ( Ellli Paras/a/ali) and of certain important public agrarian credit and public mortgage institutes. In 

• 
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Ordinaryjoint-stock Institutions undf'r Ordinaryjoiui~stock 
banks and private public control or banks and private 

banking linus IUpt"l"ision banking linus 

Institutions under 
public r.ontrol or 

supervision 

1928 1932 1932 1928 1 1932 

Number of inatitutions .••.••••.• 709 559 
Per cent of total 

Lire looo,ooo'r) 

Ca•h. . • • • • • • • • • • • :( 2,568 ~ J.J6o 
J,9Q6j 700' 57·4 ) 62.2 I 42.6 I 37·8 

Sight balances with other institutions 1,304 1,873 41.0 59·0 
Bill portfolio . . • • . • . • . 15,190 16,081 8,812 7.139 63·3 69·3 36·7 30·7 
Loano and advances • • • • • • 5.504 3,184 9,217 10,574 37·4 23.1 62.6 76·9 
Co~pondent debtors . • • 9.86o 7.270 4,243 3,665 69·9 66.5 JO.J 33-5 

J ,10:1 834 1,049 . r.t77 51.2 41.5 48.8 ss.s Sundry debtors • • • 
Securiti~s • • • • J,?-73 4,0]6 8,199 10,576 31.5 27.6 68.s 72·4 

Total of above assets • 37.997 33.869 33.429 35.710 53·• 48·7 46.8 51·3 

Deposit, correspondent and sundry creditor 
accounts. • • • • 34.35' 26,502 3r,464 33,609 55·9 47·8 52.2 44·1 

The ground lost by the private institutions in 
the four years following 1928 was considerable ; 
their deposit, correspondent and sundry creditor 
accounts declined by 7,849 million lire and their 
principal assets by 4,128 million lire. An increase 
of 2,123 million lire in their rediscounts and 
borrowings enabled the private banks to maintain 
their principal transactions at a relatively high 
level. The public and semi-public institutions have 
tended to recover part of this lost ground ; between 
1928 and 1932, there was an increase of 2,145 million 
lire in their principal liabilities to the public, and 
a corresponding increase in their principal assets. 
These developments have affected, in particular, 
what may be termed the characteristic assets of the 
two groups of institutions : correspondent creditors 
in the case of the private, loans and advances and 
security holdings in the case of the public and 
semi-public, organisations. As the bill portfolio 
contains a considerable amount of non-commercial 
paper which is not shown separately, it is not 
possible to detect significant changes in commercial 
discounts. The considerable rise in the bill port
folio of the private banks is due to an increase in 
Treasury bills as well as other non-commercial 

· paper. The latter has been acquired in connection 
with banking reorganisation effected by the transfer 
of long-term industrial loans or participations, 
figuring, principally, as correspondent creditors 
in the books of the commercial banks, to more 
specialised organisations1• The significant changes 

in the composition of assets discernible between 
1928 and 1932 in the accounts of the public and 
semi-public institutions are an increase of 30 per 
cent in security holdings, a rise of 14 per cent in 
loans and advances, and an augmentation of cash 
resources. On the other hand, there is a decline 
in the bill portfolio and in correspondent debtors. 

Another important effect of the crisis has been 
the reduction, partly due to bankruptcies and 
partly to amalgamation, in the number of credit 
institutions t from 3,738 in 1928 to 3,226 in 193 2. 
The concentration of banking resources resulting 
from this decline in the number of institutions is 
illustrated by the following table 1, which shows 
the average amount of liabilities to the public and 
of own resources per bank in each of the principal 
groups of institutions in 1928 and 1932 : 

Liabilities to Capital and 
Avera.re per bank: the public reserve funds 

Lire (ooo,oot)'sl 
1928 ~ 192A 1932 

Public credit institutes. 6s6 880 216 222 
Agricultural and mortgage 

credit institutes .. . 172 340 22 44 
Savings banks, Monli di 

Field and co-operative 
banks. 37 44 3 3 

Ordinary joint-stock banks. 92 107 13 17 
General average for above 

institutions . . 6s 83 9 12 

1928, there were 7 of the former and 18 of the latter, and, in 1932, 8 of the former and 20 of the latter, thus bringing 
the total number of instituti?ns- exclusive of the Bank of Italy- constituting the Italian c1edit system to 3,763 in 1928 
and to 3.254 in 1932. . 

It should be noted that the accounts given in the annual reports of the Bank of Italy refer to a larger number of 
institutions than the summaries of the Annu<~>io dell• BarteA• • Bartellieri d'IIalia. which have also been used in this 
chapter, and th~t the latter include the liabilities of the Enli PaYaslala/i and olpublicagrarianand mortgage institutes. 
Whemos total liabilities to the public as given in the summaries of the AnnuaYio amounted to 65.2 and 67.8 milliard lire 
in 1928 and 1932 respectively, the deposit, correspondent and sundry creditor accounts of the institution covered by the 
annual reports of the Bank of Italy amounted to 6s.8 and 6o.1 milliard lire respectively for the aame yean. 

1 See League of Nations, Co•-cial BanAs, Z92S-Z9JJ, page 14r. 
• For fuller details see footnote 1 on page 6s. • 
1 For oource and explanation of data, see footnote 1 on page 65. 
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The number of public credit in~titutions in fact 
increased from eleven to twelve between these 
two dates, and their liabilities to the public rose 
by over 35 per cent. The4all in the resources of 
the ordinary joint-stock banks was proportionately 
less than the reduction in their number (from 36o 
in 1928 to 253 in 1932) : avefa!;e liabilities to the 
public per bank rose by over 16 per cent, and 
own resources by 31 per cent. Further, the 
deterioration which set in during 1931 seems to 
have been arrested by the end of 1932, and, as the 
followin~; summary of the balance-sheets 1 of the 
most important banks shows, the position of the 
joint-stock banks began to improve in the course 
of 1933 : • 

Lire (ooo,ooo'sl 
End of : 1()31 19JZ 1933 

Number ol banks. . . . 146 118 107 

AssETS. 

Casb ami bill portfolio 16,621 1S,274 1So956 
Securities and participa-

tions . . . . . J,677 3.4'19 3,828 
Loans and advances . . 1,910 1,488 1.794 
Sundry assets . . 9.741 g,1S7 7.629 

Total ol above 
assets . . . Jl,949 •9·418 29.•07 

LtABlLJTlES. 

Paid-up capital . 2,913 2,867 2,837 
Res«ve funds and undivi-

ded profits. 1,266 1,283 sao 
Depo•its . . . 7,6so 7,014 7.8t6 
Correspondent creditors , 18,JS2 16,791 16,S40 
Cheques in circulation. . s67 sos 541 
Sundry liabilities. . . 1,322 I,OJI 986 

Total ol above 
liabilities . . . 32,070 29.494 29,300 

Despite a further reduction in the number of 
banks in the course of 1933. there has been but a 
slight diminution in the total balance-sheet as 
compared with 1932. On the liabilities side, 
outstanding changes are an increase of some II per 
cent in deposits, a slight decrease in correspondent 
creditors, and a decline of 59 per cent in reserve 
funds. This last is probably due to amortisations 
of industrial credits transferred to the Istituto 
per la Ricostruzione Industriale 1• With the 
exception of sundry assets, which have declined by 
over 16 per cent due to a reduction in correspondent 
debtors, which ar~ included with that item, all 

other principal assets show increases during 1933. 
The most striking of these is the rise of about 
700 million lire in cash resources and in the bill 
portfolio, which is in large part due to the 
acquisition l•f Treasury bills and other non-com
mercial paper in connection with the reorganisation 
of the banks. 

A more detailed examination of the development 
of banking credit since the end of 1932 may be 
made on the basis of the following figures •, which 
relate to the three largest banks operating in Italy 
- namely, the Banca Commerciale ltaliana, the 
Credito Italiano and the Banca di Roma : 

Lim (ooo.ooo's) llec, June l.lec. june 
1931 IQH 19.\J JQJ.t ---- -- --

AsssTs. 
Cash • . •' . . 1,197 1.90~ I .•RH ". 
Bill portfolio, . 9,6o5 9 .• 143 10,4H4 10,758 
Con tango loans. (XI.~ 756 son 4•4 
Correspondents, . . S·447 4.97h 4.128 4.086 
Investments • . . . 1,119 1,119 I,Ooj8 1,26o 

LlAUILITJK~. 

Deposit accounts, 2,89,1 j,l.p .l.SIO 3·73• 
Correspondents. . 13,116 ll,528 u,liJ8 13,047 

Deposits have increa.o;ed rapidly since the end of 
1932, and, at the end of the first half of 1934, they 
exceeded the peak reached at the end of 1930 by 
some 500 million lire. Correspondent creditors, 
however, have declined steadily. Allowing for 
their seasonal movement in the June quarter, the 
combined total of deposits and correspondent 
creditors has not fallen since the end of 1932. 
Among assets, there has been a steady decline in 
correspondent debtors and, since June 1933, in 
contango loans. This fall has been counterbalanced 
by the increase in other assets, particularly in 
the bill portfolio. The accounts for June 1934 
show a slowing down of the rate of decrease of 
correspondent credits and contango loans, a further 
increase in the bill portfolio and a reeovery in 
investments. These changes in the composition of 
assets and liabilities should be interpreted in terms 
of the banking reorganisation which has been 
taking place since 1931. The tendency towards 
deposit banking has made for a reduction of 
correspondent creditors and debtors and for an 
increase in the holding of Government or other 
non-commercial paper. 

The rise of deposits since 1932 has been 
particularly rapid, as the following figures a show, 
with institutions other than commercial banks : 

l Notirio Statisticlte stdlo Societ.J Italia,.. f>" 1frio11i, Rome, 1934· This handbook excludetO banks with paid-up 
capital and reserves of less than one million lire, and the •ummary of accounts it gives does not contain further details. 
For 1933, the accounts of two •mall banks are missing, Their paid-up capital and reserves and their dep<>sit and creditor 
liabilities during 1932 amounted to 14.3 and 20.8 million lire respectively, 

• Cf. Commercial Banlls, I9ZS-I933. page 141. 
• Published in the BolleUino di Notim Economiclte, Rome. 
• Theoe data, except for the deposits ol the Big Three, represent a revised series published in the Bollettino Memilo 

di Statistica dell' IstitUkJ Cefflrale di Statisticaas from May 1934- They are not comparable with those publi•hed in previous 
numbers ol the Bolletti110 and reproduced in the la•t issue of this MemMandu.... The figures on the deposit and 
correspondent creditor accounts of the Big Three have been obtained from the Bollettino di Nutiri• Econo,.iclte. 
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l>t-posilt : llef'. j IIIIC J>cr, June 
Li"' (ooo,ooo's) 193'1 1933 1931 1914 ---- - --

1. Big Three (including cor· 
16.009 15.669 16,148 l'l'tlpondentcll.'diton;) . 15.779 

a. Regional banks 1,538 1,580 1,541 1,564 - - ----
Total commercial 

banks (1 and 2) 17,547 17,249 17,689 '7-343 ---- ----
3· Ortlinary saving• bank•. 18,743 18.773 19.524 19.718 
4· Pootal savings bank• . . 17,016 17.773 19,408 19,85 I 
5· Jlfofll• di P•et8 . 657 766 708 635 
6. People'• banks . . . . 1,727 1,739 1,795 1,799 

Total &avings and 
other banks (3-6) . 38,143 39.051 41,435 42,003 -

1· Spocial public credit 
institutiona . . . 4.043 4.242 4.479 4,631 

Grand tot.'! (1-7) •• 59-733 6o,542 63,6o3 6J,977 

In the eighteen months following the end of 1932, 
aggregate deposits have increased by 4.2 milliard 
lire, or by over 8 per cent. This increase was 
confined alm05t exclusively to p05tal and ordinary 
savings banks, whose deposits rose by some 15 per 
cent. The share of the Big Three and of the 
regional banks in total dep05its has declined from 
29 per cent at the end of December 1932 to 27 per 
cent at the end of June 1934· 

• •• 
The steps taken to increase the specialisation of 

banking functions and to di~t commercial banks 
of direct industrial participations were referred to 
in the last two issues of this M tm!Of'andum. The 
total loans of the Istituto Mobiliare Italiano from 
the end of November 1931 to January 1934 
amounted to about 2.5 milliard lire. Though the 
institute has the statutory right to extend loans 
on real or collateral security for a maximum period 
of ten years, it has so far limited them from three 
to five years. 

No complete statement of the operations 
of the Istituto per la Ricostruzione Industriale 
(IRI) is available, but it has been stated 1 that 
the most important investment trusts, whose 
combined balance-sheets may amount to some 
7 milliard lire - the Societa. Financiare Industriale 
ltaliana, the Societl Financiare ltaliana and the 
Elettro Financiare - have been taken over 
by the Liquidation Section. The Istituto has, in 
addition, taken over certain illiquid assets from the 
three leading banks, so that, as from their 1933 
statements, these three banks have no bills in their 
portfolios with a maturity exceeding 120 days. 

· The total amount of assets so di~po~d of !s n_ot 
known but each of the banks mdicatcs m 1ts 
annuai report the amount~ written off on account 
of transactions with the IRI. As can be seen 
from the attached statement on profit-and-loss 
accounts, the three banks together wrote off 
724 million lire, divided as follows :. the Banca 
Commerciale ltaliana, 478 ; the Cred1to Italiano, 
220 ; and the Banca di Roma, 26 million lire. The 
net loss of the three banks for 1933 was 435, Igo 

. and 13 million lire respectively. 
The Bank of Italy reduced its disc~un~ rate 

successively from 5 per cent at the begmmng ?f 
1933 to 4 per cent on January 9t~. 3% per cent Ill 
September, and to 3 per cen~ 111 December, at 
which level it remained until November 25th, 1934, 
when it was raised to 4 per cent. At the same time, 
interEst rates on dep05its of credit institutions were 
reduced by decree in September and October 1933 
to the following levels : free current accounts ~d 
correspondents' sight accounts, I% per cent ; t~me 
accounts of three to six months, 2Y2 per cent; tune 
accounts of over six months, 3 per cent ; savings 
deposits, 2 or 2 Y2 per cent accQrding to the amount 
dep05ited. Similar measures were taken to reduce. 
the interest rates on savings certificates and postal 
savings dep05its. 

The policy of reducing interest charges w~ a_lso 
applied to State indebtedness. At the begmmng 
of 1934, the Government issued 4 per cent nine-year 
Treasury bills in· order to redeem the 5 per cent 
bills falling due in the course of the year. · This was 
followed in February by the successful conversion 
of the Consolidated 5 per cent Loan into a 3 Y2 per 
cent loan redeemable in forty-two years. This 
conversion operation involved over 6o per cent of 
the national debt of Italy, which had increased 
from 95,000 million lire in 1930 to 106,ooo million 
lire in 1934 2• The Credit Consortium for Public 
Works has also undertaken two successful 
conversions, one of real estate mortgage bonds in 
September, and one of municipal bonds in October. 

The lire has stood at a discount in relation to 
other gold currencies throughout the period under 
review. The average discount on the lire increased 
from 1.03 per cent in 1933 to 2.g8 per cent in 
1934· The gold reserve of the Bank of Italy, 
which had increased to 7,092 millions at the 
end of 1933 as a result of the sale of foreign 
exchange holdings, fell stead ily during 1934· At 
the end of December 1934, the gold reserve at 
home stood at 5,8n millions, and foreign 
exchange holdings had dropped to relatively 
negligible proportions. 

1 DN Bau, April 2sth. 1934. pages 617-62o. · 
1 U tbe guarantees of the State in connection with the banking and industrial reorganisation are taken into account, 

be national debt would, acconling to tbe ECOIIOfftisl of june 2¢, 1934, amount to 16o,ooo million lire. 



l'fALY. PRINCIPAL COMMERCIAL BANKS Table 12(a). 

. SUMMARY OF POSITION 
AT THE END OF: 

ACCOUNTS 

1930 1931 1932 1933 

Number of : Banks . . . . . . . . . . . . . . 3 ~ 3 3 
Branches and Sul>-Branches . . . . . 300 399 397 

ASSETS, Lire (ooo,ooo'a omitted) 

'· Cub. . • • • . . • . . • . . . . . • . • "l 
(a) Gold, silver and small coins . . . . . . 

(b) 14::k n~t~s .a~d. b~~n~~ ~it.h .C~n~r~ 1,528.7 1,392.8 1,431-3 1.435·9 

2. Other Items of a Cash Nature . . . . . . . . 
3· Bills discounted and bought . . . . . . . 8,967-4 10,216.4 9.535.8 10.444-1 

(a) Treasury bills. . . . . . . . . . . . . - - - -
(b) Commercial bills, Inland. . . . . . ' - - - -
(c) Commercial bills, Foreign . . . . . . - - - -

4· Investments and Securities.· .. . . . . . . . 1,423.6 983.6 1,148·9 1,050.6 
(a) Government . . . . . ~ . . . . . . - - - -
(b) Other • . . . . . . . . . . . . • . - - - -

5· Participations. . . . . . . . . . . . . . . 901.2 510.8 473·3 474-0 
6. Due from Banks (Correspondents). . . . . . . 6,563.0 4.914.8 5,022.3 4,127.8 

(a) At home. . . • . • • • . . . . . . . - - - -
(b) Abroad . . . . . . . . . . . . - - - -

7. Loans and Advances. . . . . . . . . . . . x,682.5 1,085.5 842·7 85o.6 
(a) On current account . . . . . . . . . - - - -
(b) Other . . . . . . . . . . . . . . . - - - -

8. Cover for Acceptances. . . . . . . . . . . 1,xoo.5 4y8.4 394·6 36.z.8 
9· Premises, etc. . . . . . . . . . . • . . 119.0 121.8 125-4 125-3 

10, Sundry Assets . . . . . . . . . 483.0 54R.o 528.7 3II.8 
II. Total Assets . . . . . . . . . • . . . :.Zl,768.9 20,272.1 19,503.0 19,182.9 

LIABILITIES. 
12. Capital paid up. ' . . . . . . . . . . . . . 1,400.0 1,400.0 1,400.0 1,400.0 
13. Reserve Funds . . . . . . . . . . 935-0 9J9.0 942.0 28o.o 
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 1<)0.6 154-2 132.8 85.3 
15. Cheques and Drafts, etc., in circulation . . . . 545·7 4XJ.6 421.6 449·3 
16. Due to Banks (Correspondents) . . . . • . . . 14,999·1 13.539·2 xz,8o5.6 12,638.2 

(a) At home. . . . . . . . : . . . . . . - - - -
(b) Abroad . . . . . . . . . . . . . . . . - - - -

17. Deposits. . . . . . . . . . . • . . . . 3,226.5 2,CJO-t.8 3,019.2 3.6 ... 8.7 
(a) Current accounts and sight deposits. . . - - - -
(b) Savings accounts • . . . . . . . . . . . - - - -
(c) Time or fixed deposits. . . . . . . . . - - - -
(d) Other deposits . . . . . . . . . . - - - -

18. Rediscounts and Other Dorrowings . . . . . . - - - -
19. Acceptances and Endorsements. . . . . . . 1,xoo.5 498·4 394·6 J6.z.8 
20. Sundry Liabilities. . . . . . . . . . . . . . 371-5 J66.Q 387.2 31R.6 
21. Total Liabilities. . . . . . . . • . . . . . . 22,768.9 20,272.1 19,503.0 19,182.9 

22. Guarantees. . . . . . . . . . . . . . . . . 1,327.2 1.479·3 I ,251.5 738.5 
23. Value of currency in Swiss francs at the end 

of each year . . . . . . . . . . . . . . . 0.27 0.27 0.27 0.27 
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ITALY. PRINCIPAL COMMERCIAL BANKS Table 12 (b). 

SUMMARY OF PROFIT-AND-LOSS 
ACCOUNTS AND DISTRIBUTION OF 

PROFITS FOR THE YEARS : 
ACCOUNTS 

1930 1931 1932 1933 

Number of Banks. . . . . . . . . . . 3 3 3 3 

Lire (ooo,ooo's omitted) 

Capital paid up. . . . . . . . . . . . . . . 1,400.0 1,400.0 1,400.0 1,400.0 
Reserves and Undivided Profits. . . . . . . . 974·9 g8J.7 992.8 338.6 

I. Gross Profits. . . . . . . . . . . . . . 552.4 461.6 427.1 426.5 

To be deducted; 
2. Expenses. . . . . . . . . . . . . . . . . 391.6 343-3 336.8 334·5 

(a) Salaries, etc. . . . . . . . . . . . . 
I 281.6 269.0 28s.s (b) Other working expenses . . . . . . . . 317.6 

(c) Taxes, etc. . . . ..... . . . . . 74·0 61.7 67.8 49.0 
3· Reserved for Pension Funds, etc. . . . . . . . 4·I 2.8 2.7 2.7 
4· Written off on (Depreciation Accounts for) . . . 7·3 6.4 5.8 727.8 

(a) Premises, etc.. . . . . . .. , . . - - - 4·2 
(b) Investments and securities .. . . . . . - - - l 723.6 (c) Other assets . . . . . . . . . . . . . - - - j 

5· Remaining Net Profit (-t ) or Loss(-) . . +149.4 +109.1 +81.8 -638.5 
6. Carried forward from preceding year. . . . . 39·9 44·7 50.8 s8.6 
7· Taken from Reserves or Capital. . . . . . . ·-· - - 665.0 
8. Deficit left uncovered . . . . . . . . . . . - - - -
9· Total Amount disposed of for Dividends, etc .• . 189.3 153.8 132.6 85.1 

Io. Carried to Reserves. . . . . . . . . . . 4·0 3.0 3·0 8.5 
II. Dividends . . . . . . . . . . . . . . . . 136.o 96.o 70.0 70.0 
12. Directors' Fees, etc .. . . . . . . . . . . 4·6 2.4 o.g o.s 
13. Carried forward to following year. . . . . . . 44·7 52·4 s8.i 6.1 
14. Total as above . . . . . . . . . . . . 189.3 153.8 132.6 85.1 
15. Value of currency in Swiss francs at the end of J 

each year. . . . . . . . . . . . 0.27 0.27 0.27 0.27 
. 
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Balanee-sheet Summary. 

I and 2. CtZSlt Assets, etc. 
The detailed composition of the various claims 

included under this heading is shown below : 

Lire !ooo.ooo's) 1930 1931 IQ12 IQ33 
-- -- --

Two ba,. .. s: 
Cash in hand and with 

Central Bank . . . 226.7 247-1 275-7 286.6 
Sight claims on other 

banks. . . . . . 221-7 232-9 234-6 147-6 
Total. . . . 448-4 480.0 510-3 434-2 

0... baM: 
Cash, including sight 

claims on other hanks • 1,08o.3 912.8 921.0 1,001.7 
--

Grand total (t .. ru 
baMs) • • 1,528.7 1,392.8 1,431-J 1,435·9 

3- Bills disCC#nted. 
Since the reorganisation of the banks along 

deposit-banking lines, the bill portfolio includes, in 
·addition to Treasury bills and rediscounts, non
commercial paper acquired by the transfer of 

.long-term industrial obligations to specialised 
institutions. Rebates on bills maturing in the 
following year, usually included in the balance
sheets of the banks, have been excluded ; at the 
end of each of the five years covered by the Balance
sheet Summary, these amounted to 63, 6r.7, 75·5· 
69.5 and 40.1 million lire respectively. 

5- Panicipali011S. 
Since the end of 1932, participations represent 

solely participations in banks and financial 
undertakings. 

6. Due from Correspondents. 

With the transfer of long-term obligations to the 
Istituto per Ia Ricostruzione Industriale, as from 
the beginning of 1933 the sums included in this 
group no longer represent long-term industrial 
credits. 

7· Loans and Advances. 
The sums given in this group of the Summary 

Table are composed as follows : 

Lire (ooo,ooo'•l 
Contango Other loans 

Total loans and advanres 

End of: 

1930. . . 1,48J.S 199.0 r,682.s 
1931. . . . 8s6.6 219-9 r,o8s.s 
1932· . 6o2-7 240-0 842-7 
1933· . . 499·6 351.0 8so.6 

17. Deposits. 
This item comprises current and savings accounts 

and time deposits. · 

Summary of Profit-and-Lou Aeeounts. 

I. Gross Profits. 
The composition of the gross profits of the banks 

is shown below : 

Lire (ooo,ooo's) 193n 1931 1932 1933 
--

Net interest from discounts 
and loans • . . . . 368.0 292·3 309-3 295·3 

Profits from securities and 
participations • . . • . 123.0 115-9 74-0 h-7 

Commissions and other 
profits . . 61.4 SJ.4 43·8 48·5 

Total. . . - 552.4 461.6 427-1 426.5 

3· Reserved for Pension Funds, etc. 

The figures given under this heading in the table 
refer only to the accounts of the Credito Italiano. 

4- Depreciation of Assets (Sums 'lll7'itten o/1). 

The sums given in this group of the Summary 
Table prior to 1933 refer exclusively to the Banca 
Commerciale. In their last statements, the three 
banks indicate separately the amounts written off 
on premises and investments and securities (see 
Introductory Note) . 
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Introductory Note. 

After the crisis of I93I-32, developments in I933 
and I934 afforded a certain measure of relief to the 
Latvian banking system. Thus, the volume of 
commercial bank deposits increased from 27.3 to 
zS.S million lats during I933. and rose to 
32.2 million lats in the first half of I934· In other 
parts of the Latvian credit structure, also, deposits 
showed a relatively favourable tendency; this was 
most marked in the case of the Post Office Savings 
Bank, where savings accounts increased from 
I3 million lats at the end of I932 to 26 millions in 
September I9J4. 

As a consequence of the system of exchange 
control, whereby all foreign exchange transactions 
are concentrated with the Central Bank, this sphere 
of private banking activity has naturally undergone 
a severe contraction in Latvia. The decrease which 
took place in the item of sums due from banks 
(from S.s to S-3 million lats) as well as in sums due 
to banks (from Io.S to S-5 million lats), between the 
end of I932 and the middle of I934. reflects mainly 
the liquidation of foreign banking connections. A 
similar trend. may be observed in the figures for 
foreign credits (other than correspondent accounts) 
given under group IS of the Balance-sheet Summary 
below. On the other hand, the Central Bank's 
total net holding of gold and foreign exchange has 
remained practically constant. The bank has, 
however, converted part of its foreign claims into 
gold, so that - between the end of I932 and 
the middle of I934 - its gold reserve rose from 
20 million to 26 million lats, while its foreign 
exchange holdings declined from IO million to 
4 million lats. 

In the course of I933. the number of commercial 
banks was reduced from IS to 17 by the liquidation 
of the Rigas Starptantiska Banka, whose share 
capital of 2 million lats had been held entirely in 
Germany. The Government is aiming at a further 
reduction in the number of banks, especially with 
regard to the smaller institutions. 

The loans granted by the State Agricultural Bank 
and by the State Mortgage Bank continued to 
expand in I933-34· The long-term loans of the 
former showed an increase from ISO million lats at 
the end of I932 to I¢ millions in August I934. 
accompanied, however, by a reduction in short-term 
credits from 2S to 22 million lats. In the case of 
the State Mortgage Bank, lwg-term loans rose 
from 63 to 73 million lats, its short-term credits 
remaining insignificant in amount. A Law passed 
in March I934 provided for a substantial measure 
of relief to the debtors of these two State banks. 
In the case of certain classes of small farmers, their 
debts to the Agricultural Bank were cancelled in 
part, while interest and amortisation payments in 
respect of other agricultural debts to the Bank were 
suspended for the three years I934-I936, The 
latter provision was also applied to the smaller 
debtors of the State Mortga!!'e Bank, with the 
exception that the debtors in question are required 
to make an annual payment of one-half per cent 
to cover the administrative expenses of the Bank 
during the moratorium period. 

The attached Summary Tables include the Riga 
Stock Exchange Bank, in addition to the other 
commercial banks of the country. 

Balance-sheet Summary. 
I. Cash. 

Balances with the Central Bank are shown 
separately from notes and coins as follows : 

Lato (ooo,ooo's) 19ZQ 1930 1931 1932 193~ -- ---- --
Notes and coins . . 5·.l s.o 1.4 r.6 1.7 
Balaoces with Bank of 

Latvia. . . • . . . . 1-9 •·4 .1-5 3 3 3-3 
Total --

4-9/-s.o . . . 7·• 7·4 4·9 

2. Othn- Items of a Cash Nature. 

. T!'e ~urns shown represent sight claims on credit 
tn~tJtuttons other than the Bank of Latvia. 

3· Bills disc01mted and bought. 

~e domestic bill portfolio (b) includes 
r~;;c:o.unts, which are shown separately under 
liabalitJes (see note to group IS below). The net 
balance of domestic discounts held at the end of 
each year is given below. 

The foreign bill portfolio (c) includes foreign 
cheques and bank-notes not shown separately in 
the statistics. 

Lats (ooo,ooo's) 1929 1930 1931 1932 IQ.H -- -- -- -- --
Iflla11d Bills : 

Discounted . . 49-2 44·7 21.7 16. 5 rs.8 
Rediscounted . . . 14.2 '4·4 9·4 8.7 7-8 --

Net balance • . .15-0 JO.J 12.3 7.8 S.o 

7· Loans and Advances. 
The advances given under (a) consist of" special 

current accounts " and other credits, shown 
separately in the statistics as follows : 

Lats (ooo,ooo's) 1929 1930 1931 1932 IQH -- -- ----
Special current accounts 78-9 78.0 42.2 33-8 30-7 
Other credits (Al=ditivi) : J.6 0.7 - - 0.1 

Total. -- --
82.5 78·7 42.2 3J.8 J0.8 

The sums given undt>r (b) consist of long-term 
loans. 



LATVIA. COMMERCIAL BA!\KS 

ACCOUNTS 

--
Number of Banks. . . . . . . . . . . . . . . 

AssETS. 

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

Bank . . . . . . . . . . . . . . 
2. Other ltems of a Cash Nature. . . . . . . . . 
J. Bills discounted and bought. . . ... . . . . 

(a) Treasury bills . . . . . . . . . . 
(b) Commercial bills, Inland . . . . . 
(c) Commercial bills, Foreign . . . . . • . 

4· Investments and Securities. . . . . . . . . 
(a) Government . . . . . . . . . . . 
(b) Other . . . . . . . . . . . 

5· Participations . . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home. . . . . . . . . . 
(b) Abroad . . . . . . . . . . . . . 

7. Loans and Advances. . . . . . . . . . . . 
(a) On current account . . . . . . . . . 
(b) Other . . . . . . . . . . . . 

8. Cover for Acceptances . . . . . . . . . . . 
9· Premises, etc. . . . . . . . . . . . . . 

10. Sundry Assets . . . . . . . . . 
II. Total Assets . . . . . . . . . . . . . 

LIABILITIES. 

12. Capital paid up . . . . . . . . . . . . . . . 
l3e Reserve Funds . . . . . . . . . . . . 

· 14. Profit-and-Loss Accounts, Undivided profits, etc. 
15. Cheques and drafts in Circulation . . . . . 
16. Due to Banks (Correspondents) . . . . . . 

(a) At home. . . . . . . . . . 
(b) Abroad . . . . . . . . 

17. Deposits . . . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits . . 
(b) Savings accounts . . . . 
(c) Time and fixed deposits . . . . 
(d) Other deposits . . . . . . 

x8. Rediscounts and Other Borrowings . . . . 
IQ. Acceptances and Endorsements . . . . . . . 
20. Sundry Liabilities. . . . . . . . 
21. Total Liabilities . . . . . . . . 
z2. Guarantees . . . . . . . . . . . 
23. Collection Accounts. . . . . . . . . . . 
24. Value of currency in Swiss francs at the end 

of each year . . . . . . . . . . 
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Table 13 (a). 

SUMMARY OF POSITION AT THE 
END OF: 

1929 1930 1931 1932 1933 

20 20 19 x8 17 

Lats (ooo,ooo's omitted) 

7-2 7-4 4·9 4·9 5·0 
- - - - -

- - - - -
1.3 1.5 0.4 0.3 0.2 

57·3 52.2 23·3 16.9 x6.o 
- - - - -
49.2 44·7 21.7 16.5 15.8 

8.1 7·5 1.6 0 ... 0.2 
3·6 4·5 4·5 4-7 3·2 

- - - - -
- - - - -
- - - - -
22.0 14.2 9·3 8.s 6.8 
10.0 5·7 3·6 3,0 -
12.0 8.s 5·7 5-5 -
86.2 81.0 44·3 3b.o 34·3 
82.5 78·7 4'l.2 33·8 30.8 

3·7 2.3 2,1 2.2 3·5 
- - - - -
12.4 13.0 14.0 13.6 13·4 
9·7 10.6 11.3 8.1 12.4 

199.7 184.4 lll.O 93.0 91.3 

30·3 30·4 2q.6 27·7 25·7 
3·4 4·0 4·2 3·7 3·1 
1.9 0.7 0.9 0.3 3·7 - - - - -

28.1 25-4 xs.6 10.& 7·1 
8.3 5·9 1.9 o.6 -

19.8 19.5 13·7 10.2 -
6x.6 63.6 27·4 27·3 28.8 
57·9 59.6 25.1 25·7 27.2 
- - - - -

3·7 4·0 2.3 1.6 1.6 

- - - - -
57·8 48.2 26.4 16.4 14.8 
- - - - -
16.6 12.1 7·9 6.8 8.1 

199.7 184.4 lll.O 93.0 91.3 

42·3 27·7 14·4 IO.I 8.2 
3Q·5 43·6 22.6 IS.I 17.2 

1.00 1.00 1.00 1.00 1.00 
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LATVIA. COMMERCIAL BANKS Table 13 (b). 

SUMMARY OF PROFIT-AND-LOSS 
ACCOUNTS AND DISTRWUTION 

OF PROFITS 
ACCOUNTS 

1929 1930 1931 1932 1933 

Number of Banks. . . . • · · • _:z_o _
1 

__ 2_o_
1 
__ r_9_1 IS I7 

Lats (ooo,ooo's omitted) 

Capital paid up. . . . . . . . 
Re!ll!rv~ and Undivided Profits. 

I. Gross Profits . . . . 

To be deducted: 

JO.J 
J.4 

9.3 

2. Expenses. . . . . . • . . · 5.6 
(a) Salaries, et~. . . . . . . . . . (3.6) 

(b) Otherworkmgexper.ses. · · · · ·:! (z.o) 
(c) Taxes, etc. . . . . . . . . • . 1 

3· Reserved for Pensions !"u~ds, etc. . . . . 
4· Written off on (Deprec1at10n Accounts). 

(a) Premises, etc.. . . . : . . . . 
(b) Investments anrl sccunt1es. 
(c) Other assets . . • • . . . 

1.6 

9.3 

s.6 
(3. 7) 

(1.9) 

J.S 

6.3 

4·9 

27-7 
3·7 

3-4 
(2.1) 

(1.3) 

1.8 

25-7 
J.I 

4.5 

2-4 
( 1.6) 

(o.9) 

3-3 

s. Remaining Net Profit ( +) or Loss (-) 
6. Carried forward from preceding year. . 

+2.1 -0.1 -3.4 -1.5 -1.3 

7· Taken from Reserves or Capital. . . . . . . 
8. Total Amount disposed of for Dividends, etc. • 

q. Carried to Reserves . . . . . . 
10. Dividends . . . . . . • · · 
u. Directors' Fees, etc. . . · . · 
12. Carried forward to following year . . . . . 
13. Total as above . • . . . . . . . · . · · · . ' . 
14. Value of currency in Swiss francs at the end of 

each year. . . . . . . . • • . . • 1.00 1.00 J.OO 1.00 1.00 

10. Sundry Assets. I3. Reserve Funds. 
The composition of the aggregates given in the 

Summary Table is shown below : 
The official statistics make the following 

specification of the reserves : 

Lah (ooo,ooo's) 1929 1930 1931 1932 IQ31 
---- ---- --

Branch accounts . . 4-6 4-8 3-l 2.8 2-4 
Transitory items . 3-1 •·9 3·4 2.7 3·5 
Expenditure accounts~ 0.7 0.1 o.6 - 2-4 
Protested bills • . . 0.1 0.1 0.2 O.l o.8 
Other accounts. . . . 1.2 •·7 4-0 •·5 3·3 -- --Total, . 9·7 10.6 11.3 8.1 12-4 

II and 21. Total Assets and LiaOilitiell. 
The totals do not include collection and guarantee 

accounts (see items 22 and 23 of the table). 

Lats (ooo,ooo's) 192Q 1930 1931 1932 1~3.\ ---- -- - --
Ordinary reserve funds 1.2 1.5 1.6 0.6 o.6 
Special reserves 0.5 o.6 0.6 1.3 1.4 
Other capital accounts 1.7 1.9 2.0 1.8 1.1 ---- ----Total. 3·4 4-0 4-2 3-7 3-1 

14. Profit and Loss, etc. 

The sums shown in this group of the Summary 
Table are given in the official statistics under the 
heading " Interest and commissions ". The total 



Lats (ooo,ooo's) 

LATVIA 

net balance of the profit-and-loss accoWlts of the 
banks is not shown in the official balance-sheet 
summaries, but the amount of this balance will be 
seen from the special profit-and-loss. table. 

Borrowings on special cur-

"'"' accoullts: 

1929 1930 
1---
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1931 1932 1933 -- ----

I 7. Deposits. 

The sums shown under (a} are composed of 
current accounts and demand deposits as follows : 

Lata (ooo,ooo's) 119•9 1930 1931 193' 1<)]3 

-
Current accounts. . 56.6 58.2 24.0 24.8 26.s 
D•mand c\eposi~•. . . • I 1.J 1.4 1.1 0.9 0,7 

Total. . -157·9 59·6 25.1 25-7 27.2 

IS. Rediscounts and Borrowings. 

The detailed composition of the aggregates given 
in the Summary Table is shown below : 

l.a Is (ooo.ooo 's) H)21) J()JO I C) ]I 193'2 1933 
1- -- -- --

Bills rtdisrounted: 
With the Bank of Latvia. 14.1 14.1 9·3 8.5 7·6 
With other credit insti-

tutions 0.1 O.J 0.1 0.2 0.2 -- ---- --
Total rediscounts. 14.2 14·4 9·4 8.7 7·8 

With the Bank of Latvia. 8.4 6.0 J.6 2.1• J.O 
With other credit insti-

tutions . . . . . . . - - - -
Total special 

1-~ --
C\lln'Ot 

accounts . 8.4 6.0 J.6 2.1 J.O 
Borf'owings abroad . . 35.0 27-5 12.9 5·• J.3 
Othw borrowings , . . . . 0.2 0.3 0.5 0.·~ 0.7 -- -- -- --Tolal rtdiscounls nnd 

borrow;ngs. . . . 57·8 48.2 21i4 16.4 q.8 -- -- --Thereof with : 
Bank of Latvia .... ••·5 20.1 12.9 10.6 10.6 
Other credit institutions o, I O.J n.l 0.2 0.2 

20. S11ndry Liabilities. 
The aggregates shown in the Summary Table are 

composed as follows : 

Lats (ooo.ooo's) lf)29 uno 1931 19.lZ JQ.lJ 
-- -- -

Branch accounts . 4·5 4·8 J.l 2-7 ···' Transitory items . 2.6 2.8 2.6 2.2 3·8 
Other accounts. . 9·5 4·5 2.2 1.9 2.0 

---- --Total. 16.6 12.1 1·9 6.8 8.1 

The detailed composition of the "othl'r 
accounts " is not shown in the statistics. 

Summary or Prorit-and-Loss Aecounf.R . 
• 

I. Gross Profits. 
The composition of gross profits according to 

main sources of revenue is shown below : 

Lah (ooo,ooo·s l 1929 1930 IQ31 19)2 1933 
-- ---- --

Interest received • . . 13.8 14.5 8.8 4·8 3-1 
Less interest paid, . 8.i 8.~ 5·3 ].2 2.2 ---- --

Net interest from di.ocounts 
and loans • . . 5-7 6.0 3·5 1.6 o.9 

Commissions. . 1.9 1.7 0.9 0.6 0.6 
Profit on exchange • . 1.0 0.8 0.9 0.6 2.0 
Profit from real estate. 0.3 0.4 0.4 0.3 0.3 
Profit from securities • 0.1 0.1 0.2 0.2 0.1 
Sundry profits • . 0.3 0.3 0.4 0.4 o.6 

-- -- ----
Total. . . 9·3 9·3 6.3 J.7 4·5 

2. Expenses. 
The sums shown for salaries (a) include special 

remunerations to directors, etc., which, if they had 
been shown separately in the statistics, would have 
been given in group II of the Summary Table and 
would thus have been deducted before calculating 
the net profit or loss. 

5· Net Profit or Loss. 
The figures represent the net balance of the banks 

considered as a whole. Even in years when there 

was a lrn:s, certain banks actually made a net 
profit which, however, was exceeded by the loss of 
the others. In this respect, the official statistics 
furnish the following detail : 

La ts ( 000,000'\\l 1929 IQJO IQ]I 

1-
1932 193.1 

Aggregate net profits • . 2.2 1.2 0.1 0.2 0.2 
Aggregate loss , . . . . 0,1 1.3 ~ 1.7 1.5 

Balance, +>.1 
!--" . -o.J -3·4 -1.5 -1.3 

6 to IJ. Profits carried forward from Previous Years 
- Sums drawn from Reserves or Capital- Profit 
Distribution Accounts. 

The losses shown in the preceding statement have 
been met in part from profits carried over from 
previous years and in part from the reserves or the 
capital of the banks concerned. Neither of these 
two items (groups 6 and 7 of the Summary Table) 
are, however, given in the official statistics, nor 
are sums carried to reserves, directors' fees and 
" carry over " to following years shown. The 
dividends indicated do not include those of the 
Riga Stock Exchange Bank. 



LITHUANIA. 

Introductory Note. 

Depoo;its with the seven commercial banks of 
" Great Lithuania " 1, which had fallen f10m 
63.6 million litas to 6o.9 millions during 1933, 
decli~red further to 58.3 million litas in the first 
half of 1934. It appears, however, that -. as was 
notably the case in 1931 - the sums Withdra~ 
were redepoo;ited with the State-eontrolled credit 
institutions - i.e. chiefly the Land Bank and the 
State Savings I~titution, whose liabilities . in 
respect of private deposits showed a correspondmg 
increase 1• • 

Figures currently avai_la?le . for. total deposits 
with all Lithuanian credit mst1tut1ons (except co
operative credit a!>sociations) distinguish betwee.n 
private deposits on the one hand and pubhc 
deposits (i.e., those of Government departments 
and public institutions) on the other. As the 
following statement indicates, the two classes ?f 
deposits have in recent years tended to move m 
opposite directions : · 

Utas (ooo,ooo's) May 

End of: 1931 !<)32 1913 193~ 

---- ----
Private deposits . 164 173 158 152 
Public depo!'"its. . 79 63 69 73 -- ----

Total . 243 236 227 225 

Aggregate loans and discounts of the seven 
commercial banks of " Great Lithuania " increased 
from 62.7 to 71.2 million litas during 1933, but 
declined to 68.7 million litas in the first half of 1934. 

A Law which came into effect on January 1st, 
1934, enforced a reduction of the legal maximum 
rate of interest on all bank loans and advances 
from 12 to 9 per cent (including any charges in 
respect of expenses, commission, etc.) and fixed 
bankers' maximum rate of discount at 3 per cent 
above the official discount rate of the Central Bank 
(which has stood at 6 per cent since April 1930). 

In 1933, the Co-operative Bank (included among 
the seven commercial banks of "Great Lithuania") 
was transformed into a joint-stock bank with a 
share capital of 3 million litas, of which 2.5 millions 
was subscribed by the Government. 

The following table shows the movement of 
foreign assets and liabilities of the Lithuanian banks 
and mutual credit associations during the period 
IC)21}-I934 : 

Litas {ooo,ooo's} Total foreign Total foreign Net foreif(n 

End of liabilities assets liabilities 

1929. . I 38.8 "·7 ~7.1. 

1930. . I 31·5 4·9" 26.6 

193'· 16.5 4·3 I2.2 

1932. 12.1 4·9 7-2 
1933· 9·9 3·9 6.0 

June 1934. ' 1·5 J.7 3·8 

Lithuania has been able to maintain the gold 
parity of her currency without recourse to any 
exchange restrictions. The total of gold and 
foreign exchange holdings of the Central Bank 
(Lietuvos Bankas) has shown little change since 
the end of 1932, but the relative importance of 
gold in that total has appreciably increased. At 
the end of 1932, the gold reserve stood at 49 million 
litas and foreign exchange holdings at 16 millions, 
whereas at the end of June 1934 these amounts had 
changed to 55 and 9 millions respectively. In the 
same period, the note circulation declined from 
q6 million litas to So million litas. 

The official banking statistics do not provide 
detailed profit-and-loss figures, but the available 
data for the seven commercial banks of " Great 
Lithuania " in existence at the end of 1933 are 
tabulated below : 

Litas looo,ooo's) Gross 
profits (•) 

1929 . . . u.s 
1930 . 13.2 
1931 14.0 
1932 10.6 
1933 9·9 

a Including interest received. 
b Excluding interest paid, 

Expen- Net Divi· 
ses(b) profits dends (') 

4·7 J.O o.6 
4·8 J.O 0.7 
4·9 0.7 0,4 
4·4 0.4 0.1 
3·7 O.Q 0,1 

• Calculated from the percentage ratr of dividend and 
the paid-up share capital of each hank. 

The increase in net profits obtained in 1933 
appears to have been due to a substantial 
reduction of expenses. In spite of larger net 
profits - information regarding the disposal of net 
profits is not available - the amount disposed of 
for dividends in respect of that year remained 
insignificant ; only two of the seven banks declared 
a dividend for 1933. 

1 The co=sponding figures fOJ the Memel (KiaipMa) Territory are not available at the time of writing, 
1 Thu•. while commercial bank dt>posits declined from 63 million litas to 58 millions hetw...,n the middle of 1933 and 

ttw mid«<lf' of 1934, dc~its with thr two above-mentioned State institution!\ rose from 61 million to 67 million litas. 
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UTHUANU; COMMERCIAL llANKS Table U (a). 

.. GREAT LITHUANIA .. , MEMEL (KLAIPEDA) 
LITHUANIA, 

INCLUDING ME· 
TERRITORY MELTERRITORY 

ACCOUNTS 
SUMMARY OF POSITION AT THE END OF: 

1929 1932 
19:31 ~ 

1932 
19:311 

1932 11)33 

Number of Banks. . . . . . . . . . . . . . . 9 7 7 14 15 I 

AssETS. Lltaa (ooo,ooo'a omitted) -

I. Cash. . . . . . . . . . . . . . . . 3-9 4·9 I.I 1.5 I-4 S-4 6.3 
(a) Gold, silver and small coins ....... - - - - - - -
(b) Inland notes and balances with Central 6.5 

Bank . . . . . . . . . . . . . . . - - - - - - -
2. Other Items of a Ca~h Nature. . . • . . . . I.6 I.1 - - - I.6 1.1 
3· Bills discounted or bought . . . . . . 21.7 21.3 22.4 s.s 1·7 5·8 29.0 28.2 

(a) Treasury bills. . . . . . . . . . . - - - - - - - -
(b) Commercial bills, Inland. . . . . . . - - - - - - - -
(c) Commercial bills, Foreign. . . . . . . - - - - - - - -

4· Investments and Securities. . . . . . I7·9 16.8 I6.7 o.s o.s 0-4 17-3 17.1 
(a) Government . . . . 0.3 - - - - - - -
(b) Other . . . . . . . . . . . . . . . 17.6 - - - - - - -

5· Participations . . . . • . . . . . . . . . . - - - - - - - -
6. Due from Banks (Correspondents) . . . . . . . u.s s.6 3·5 2.4 2.3 2.2 1·9 5·7 

(a) At home. . . . . . . . . . . . . . - 3·0 z.s - - - - -
(b) Abroad . . . . . . . . - 2.6 1.0 - - - - -

7. Loans and Advances. . . . . 
' . . 45·8 41-4 44·9 32.6 33·9 29·7 75·3 74·6 

(a) On current account . . . . . . . - - - - - - - -
(b) Other . ·. . . . . . . . - - - - - - - -

8. Cover for Acceptances . . . . . . . . . . - - - - - - - -
9· Premises, etc .. . . • . . . . . . . . . . . . 7·I 8.6 8.4 2.2 3·0 3·1 II.6 u.s 

IO. Sundry Assets . . . . . . . . . . . . . 6.1 I0.2 g.o 7-2 3·3 4·2 13-5 IJ.2 
~--

II. Total Assets . . . . . . . . . . 116.6 109.4 110.9 54.5 52.2 46.8 161.6 157.7 

LIABILITIES. 
I2. Capital paid up . . . . . . . . 25.8 25.0 27-5 4·9 4·3 4·3 29·3 3I.8 
I3. Reserve Funds . . . . . . . . 0.9 2.0 2.I I.I I.4 I.4 3·4 3·5 
I4. Profit-and-Loss Balances, etc.. . . . . . . 0.8 - - o.s 0.4 0.4 - -
IS. Cheques and Drafts in circulation . . . . . - - . - 1.3 0.6 1.3 - -
16. Due to Banks (Correspondents) . . . . . . . Io.s 3·7 4·4 3·0 o.g 4·5 4·6 8.9 

(a) At home. . . . . . . . . . . . . - 3·3 2.2 -. - - - -
(b) Abroad . . . . . . . . . . . . . - 0.4 2.2 - - - - -

I7. Deposits . . . . . . . . . . . 65.3 63.6 59.1 35·8 38·3 31.0 101.9 go.I 
(a) Current accounts and sight deposits . - - - - - - - -
(b) Savings accounts ..... . . . . - - - - - - - -
(c) Time or fixed deposits . . . . -· - - - - - - -
(d) Other deposits ...... . . . - - - - - - - -

IS. Rediscounts and Other Borrowings . . 1·5 5-2 8.2 - - - 5-2 8.2 
I9. Acceptances and Endorsements . . . - - - - - - - -
20. Sundry Liabilities. . . . . . s.s 9·9 g.6 1·9 6.3 3·9 I7.2 15.2 
2I. Total Liabilities. . . . . 116.6 109.4 110.9 54.5 52.2 46.8 161.6 157.7 
22. Guarantees, etc. . . . . . . . . . . . . 13.8 9·1 20.3 6.4 2.7 6.2 u.S 26.5 
23. Bills for Collection . . . . . . . . . JI.O 16.o 20.2 - - - I6.o 20.2 
24. Value of currency in Swiss francs at the end of • 

each year. . . . . . . . . . . . 0.52 0.52 0.52 0.52 0.52 0.52 o.s.z 0.52 



LITHUANIA 

Bahmce-sheet Summary. 

I and 2. Cash atul Other Items of a Cash Nature. 

The detailed composition of the cash assets of 
the Memel banks is not shown in the statistics. 
These banks would appear toho ld very small. 
balances, if any, with the Bank of Lithuania. The 
balances held with that institution by the banks 
~1 " Great Lithuania " are shown separately only 
smce 1931. 

Litas (ooo,ooo's) IQJI 1912 1933 

Inland notes and coins 4·' 2.6 2.6 
Balances with the Central 

Bank. . . . 1.6 I.J 2.3 

Total. . 5-7 3·9 4·9 

The sums given in the Summary Table under (2) 
consist of foreign banknotes and cheques. Titey 
are not shown separately in the statistics for 1929. 

3· Bills Discounted. 
The bill portfolio includes rediscounts. The 

liability of the banks of " Great Lithuania " for 
bills rediscounted is given in group 18 of the 
Summary Table (see note to that group). The net 
portfolio of these banks is shown below : 

Litas (ooo,ooo's) 1()29 1930 1931 1932 1933 ---- ------
Bills discounted ••·1 37·• 24·9 21.3 22.4 
Hills redillcountcd. 2.4 1.4 3·2 1.2 1.7 -- --Net portfolio, 19·3 35·8 21.7 20.1 20.7 

R~d!scounts . arc not shown separately in the 
statistics· relatmg to the Memel banks. They 
do not, however, rediscount with the Bank of 
Lithuania to any appreciable extent. 

4 attd 5· Securities atul Investments. Participatiolls. 

Participations are not shown separately. The 
greater part of the securities held by the banks 
would appear to consist of industrial shares. 

Io, Sutulry Assets. 

This item includes protested bills in the case of 
"Great Lithuanian " banks. Their amount was 
over one million in 1931-1933· Protested bills are 
not shown separately in the statistics relating to 
the Memel banks. 

II a11d 21. Total Assets atul Liabilities. 

Excludi~ guarantees a11d collection accounts, 
shown as Items 22 a11d 23 of the Summary Table. 

14. Pro{it-atul-Loss Balances, etc. 
The sums given under this heading for the 

banks of " Great Lithuania " do not show the true 
profit position of the commercial banks as a whole. 
The figures given for the year 1929 represent 
aggregates of the net profits made by individual 
banks in those years, while the net losses incurred 
by some of the banks are included under sundry 
assets, without being shown separately in the 
annual statistics. 

17. Deposits. 
The sums shown consist of the following items 

given separately in the basic statistics : 

Litas (ooo,ooo's) 1931 J()32 1933 --
" Great Lithuania".' 
Sight ami time deposits : 

National currency . 22.8 20.8 20.8 
Foreign currency. 8.8 6.3 3·5 

Total. J1.6 27·' 24·3 

Current accounts : 
National currency 29.0 33·' J2.0 
Foreign currency. 3·6 3·4 2.8 

Total. 32.6 36.5 J4.8 

Grand total . 64.2 6J.6 59·' 
Thereof: 

National currency 51.8 53·9 52.8 
Foreign currency. 12.4 9·1 6.3 

Jllemel Tc,itory: -
Deposits. 32.0 27.8 22.3 
Creditors 9·2 10.5 8.7 

Total. . 41.2 J8.J JI.O 

In the banking statistics relating to the Memel 
Territory, foreign currency deposits are not shown 
separately, nor are they shown in the annual 
statistics relating to " Great Lithuania " before 
1931. 

18. Rediscounts atul Other Borrowings. 

The composition of this item, for the bat1ks of 
" Great Lithuania ", is shown below : 

Litas (ooo,ooo's) lf)29 IQJO 1931 1932 1933 -- -- ----
Rediscounts . 2.4 1.4 J.2 1.2 1.7 
Borrowings. . . 5·1 4·' 6.7 '~·" 6.5 -- ----Total. 1·5 5·5 9·9 5·• 8.2 

The above sums represent in part foreign credits, 
the amount of whtch, however is not shown 
separately in the statistics. ' 
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NETHERLANDS 1 

Introductory Note. 

The severe deflation which has taken place in the 
Netherlands during the recent years of depression 
is reflected in the accounts of the six leading 
banks,1 which are summarised below : 

Percen· 
tage in-
crease 
(+) 

Gulden {ooo,ooo's) 1930 19]1 193• 1933 or de-
crease 

. (-) 
1930• 
1933 

-------- --
1. Cash assets. • . Jo6 121 2U :ns +m3 
a. Due from banks 

(mainly abroad) 236 92 78 57 - 76 
3· Bill portfolio • 419 341 334 •69 - J6 
4.Loans and ad-

vances. . . 964 876 687 66s - 31 
Of w/oi<;lo: On 
cunent ac-
count. 

S· Investments and 
(647) (593) (477) (457) - 29 

securities . . 120 Ill 92 71 - 41 
6. Participations .• 70 96 90 84 + u 
7• Capital and re-

serves . . 398 380 376 365 - 8 
8. Deposits. . . 1,473 1.241 1,11~ 996 - 32 

Of wloiclo: 
(a) On cur-

rent ac- -
count. . (712) (584) (6o6) (551) - 23 

(b) On depo-
sit ac-
count. (511) (J82) (311) <•ssl -so 

9· Acceptances • . 100 65 40 32 -70 
xo. Total balance-

sheet. 2,055 1,739 1,570 1,429 - 30 

The contraction of bank activity after 1930 
reflects the decline in domestic business, the falling
off of overseas trade, partly the reduction in income 
from foreign investments and services abroad, and 
the movement of short-term credits before and 
after the European banking crisis of 1931. In 

the three years ending December 1933, total 
deposits fell by 477 million gulden, or 32 per cent. 
The decline was most marked for deposit accow1ts ; 
this evidently reflects both the reduction in interest 
rates and the desire of depositors to keep their 
funds in the most liquid form possible. A similar 
desire on the part of the banks finds expression in 
the very sharp increase in their cash reserves -
which doubled between 1930 and 1933 and 
constituted nearly 22 per cent of total deposits at 
the latter, as compared with 7 per cent at the 
former, date. A decline of 299 million gulden 
occurred in loans and advances, of 179 millions in 
correspondent accounts, and of 150 millions in the 
bill portfolio. In addition to domestic credit 
contraction, two other factors appear to have 
contributedsubstantially to the reduction in deposits 
in 1933- namely, the withdrawal of foreign funds, 
and the withdrawal of deposits for conversion into 
gold.1 Foreign [funds had sought refuge in the 
Netherlands on a large scale after the New York 
stock-market crash of 1929, during the period of 
financial uncertainty which preceded the European 
financial crisis of May 1931, and before the American 
departure from the gold standard. No estimate 
of the magnitude of these short-term capital 
movements is available, but the fact that the net 
import of gold amounted to 783 million gulden in 
1931 and 1932 shows that the amounts involved in 
these movements and in the calling-in of short-

, term credits abroad were very large. From March 
to July 1933, the short-term capital movement 
was reversed ; there was heavy selling of gulden, 
and in these months the Central Bank lost gold and 
foreign assets' to the amount of 297 millions. 
During the remainder of the year, there was a 
fresh irflow· of gold, which persisted until after the 
devaluation of the American dollar at the end of 
January 1934 ; in the following month, the 
Netherlands Bank lost 127 million gulden of gold. 

The decline in the foreign business of the Dutch 
banks is brought out by the following table 

1 As it was not possible to give a full account of recent banking developments in the Netherlands in the last edition 
of this volume, the present chapter covers the entire period aince 19JO. 

1 For a detailed account of the history and main characteristico of these banks and for explanationo regarding the 
compilation of the attached Summary Tables and the meaning of the various items of the balance-sheet, oee Ctnrut~ncial 
BanAs, r9r3-I929, pages 192-200, and COWJ1Iflf'cial Ba,.As, I925-r933. pages 161-164. 

• During the years 19JD-19J3, the net import of gold into the Netherland5 was 570 million gulden and the gold stocks 
of the Central Bank increased by 483 millions. The difference (87 million gulden) is, however, due, not only to hoarding, 
but also to a (plus or minus) balance of earmarking tranoactiono. Hoarding may therefore be greater or leso than the 
figure indicated. 



So NETHERLANDS 

shnwing the flo.ating assets and liabilities of twenty
three banks at the end of 193o-1933-1 

Gulden (ooo.ooo"s) 

l'l•>«lin~ fornp ,....,._ . 
Of 11'1ic1: 

(n) Correspondent 
current accounbl 

(b) Foreign bills of 
exchange • • 

(c) Other assets .. 
F/,.Uing foYei~n liabilities 

Of a•lticlt : 

1930 1931 1932 1933 

(428) (188) 

(425) 
(029) 

( 19<>) 

(120) 
(341) 
427 

(118) 

(44) 
(316) 

34S 

(a) Correspondents 
current acconn Is • (77) ((>9) ( 107) (68) 

(b) l:lills ofex.chauge ·! (G )I (30) (13) (12) 
(c) Other liabilities. ·1--==-1 (301) (307) (265) 

Nrt fof't'ig" assets, includiHg 
N cl1alands Bank. • 

F<WI'i f" II.SSrJs of N ciMr/tiPids 
Bad • • • • • • 
Of a•ltici: 

279 

343 224 133 

104 79 2 

(a) Foreign bills of ex-
change • • (247) (86) (711 (I) 

(b) Balances abroad • (3z) (18) (8) (1) 

Appa...,nt net balance of 
floating foreign as.o;ets of 
tbe commercial banks. • 493 239 145 131 

• At end of March of the following year. End-of·year 
figures not available. 

The floating foreign assets ot the commercial 
banks amounted to 1,:zo3 million guld~n at ~he 
end of 1930 and were in ex~ess of therr floatmg 
liabilities by some 493 million gulden. In the 
following year, these assets were reduced by 50 per 
cent, and the apparent net ~alance ~eclmed by 
over 51 per cent. Most of th1s re~uctlon ~as due 
to the calling-in of short-term cred1ts, particularly 
those in Germany 1 and Central Europe. Thou~h 
the transfer restrictions and the standstill 
agreements • of the latter half of 1931 slowe_d up the 
rate of withdrawal, short-term assets contmued to 
decline more rapidly than liabilities during 1932 
and 1933· . 

As the leading banks appear ' to class1fy under 
" current " and " sundry account " loans all 
claims on countries with transfer restrictions, it is 
possible that the fact that the proportionate decline 
in this item, particularly since 1931, has been less 
than that in most other credit items is partly due 
to book-keeping changes. The fall in the bi~
portfolio, 1 and the decline in investm~nt~ an~ m 
acceptances reflect the stagnant econonuc s1tuat10n. 
The heavy reduction in business activity is also 
illustrated by the fall in bank clearings in the three 
principal towns from 18,855 million gulden during 
the fiscal year 1929-30 to 8,110 million during 
1933-34· 

[Conli-.d 011 page 83. 

1 These data are compiled by the Netherlands Central Bureau of Statistics and reproduced in tbe League of Nations 
Balance of Pay-Ills (see, io particular. issues for 1933 and 1934). The known foreign assets of the Central Bank are 
shown separately so as to permit an e;timate of the net balance of the commercial banks. The data refer to twenty
three banks io 1930 and 1933. and to twenty-four banks in 1931 and 1932. 

I Between March 311t and the middle of July 1931, the short-term indebtedness of twenty-eight German banks 
to Dutch banks and accepting houses was reduced by 210 million RM. from 546 to 336 million RM. (see Com....,cial 
Banks. I92S-I933. page Ill, Table 3). ' · 

I The credits of five leading Dutch banks shown as under standstill agreements in Germany and Austria amounted 
to 97 million gulden at the end of 1931 and were divided as follows : Amsterdamsche Bank. 37 ; Ned,.rlandsche Handel-
1\laatschappij. 22 ; Rotterdamsche Bankvereeniging, 19 ; Twentsche Bank, 10 ; and Incasso Bank, 9 million gulden. 

The amount of '" floating '" assets still remaining io Germany may be judged by the following indications given in 
the Netherlands Central Statistical Bureau, Maalldsc!tnft, No. ro, 1934. page 21. The floatiog assets in Germany of 
twenty-three Dutch banks. including the Central Bank, on account of correspondent credits, exchange bills and other 
assets at the end of 1933 accounted for 289 millioo gnlden out of an aggregate of 567 million gulden, and the corresponding 
German liabilities of the same banks amounted to 66 millions out of a total of 393 million gulden. The excess of German 
assets over liabilities therefon~ amounted to 173 million gulden. (The discrepancy between these figures and those given 
in the above table appean to be due to tbe fact that. in the calculation of tbe former, the depreciation of 
various currencies. do facio or do ju.,. has11ot been taken into account.) 

• See annual roports of the Amsterdamsche Bank. 
1 For those banks (the Amsterdamsche Bank. the Twentsche Bank and the Bank Associatie) which show their holdings 

of Treasury bills separately, the compoeition of the bill portfolio was as follows : 

I 2 3 4 
Gulden Commercial Total 

(ooo,ooo's) Treasury bills inland Total portfolio 
bills and fot?ign (I + z) of all 

End ·or: siz banks 

1930 . . . S7-4 69.2 IZ6.6 419.0 
1931 . - - ~o-3 68.2 127-5 341-1 
1932 . . 62.7 34-6 97·3 334·3 
1933 . . 52.1 31.5 8].6 268.6 

The Nederlandache Handel-Maatechappij in its 1933 report shows its holding of Treasury bills and commercial 
bills at 49 9 and 27.3 million gulden respectively. 

The floating debt of the Government increased from 295 million gulden at the end of 1930 to 619 millions at the 
ead of 1932. 



NETHERLll'DS. LEADING Co:\1:\IERCIAL BANKS Table lo (a). 
• 

.. SU:MMARY OF POSITION AT THE END OF : 

ACCOUNTS 

Number of banks •• . . . . . . . . . .. 

AssETS. 
I. Cash. . . . . . . . . . . . . . . . . . . . 

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

Bank • • . . . . . . . . . • . . 
2. Other Items of a Cash Nature . . . . . • . . 
3· Bills discounted and bought . . . . . . . . . 

(a) Treasury bills. . . . . . . . . • . . • 
(b) Commercial bills, Inland . . . . . • . . 
(c) Commercial bills, Foreign . . . . . . 

4· Investments and Securities. • . . . . . . . 
(a) Government . . . . . . . . . . . . 
(b) Other . . • . . . . . . . . . . . 

5· Participations. . . . . . . . . . . • . . 
6. Due from Banks (Correspondents) . . . . . . . 

(a) At home. . • . • . . . . . . . . . . 
. (b) Abroad . . . . . . . . , . , . . . 

6 

93·0 

IOI.I 

4I.2 
no.s 

7· Loans and Advances. . . . . . • . . . . . 1,062.8 
(a) On current account . . . • . . . . 582.9 
(b) Other . . . . . . . . . . . . 479·9 

8. Cover for Acceptances. . . . . • . . . . . . I28.8 
9· Premises, etc. . . • . . • . . . . • . . . . 29. I 

Io. Sundry Assets . . . . . . . . . . . • .. . . 2.I 
II. Total Assets . . . . . . . . . . . . • • • • 1 _,1.....,,9,.,8""2-::.7~ 

LIABILITIES. 
I2. Capital paid up. . • . . . . . . . . . . 
13. Reserve Funds . . . . . . . . . . . . . 
I4. Profit-and-Loss Accounts, Undivided Profits, etc. 
IS. Cheques and Drafts, etc., in circulation • • • . 
I6. Due to Banks (Correspondents) • • . . . • . 

(a)Athome .....•.•.... 
(b) Abroad . . . . . . . 

I7. Deposits . • . . . . . . 
(a) Current accounts and sight deposits ... 
(b) Savings accounts . . • . . . • . . . . 
(c) Time or fixed deposits . . . . . • . . . 
(d) Other deposits • . . . . . . . . . . . 

IS. Rediscounts and Other Borrowings • . . . . . 
I9. Acceptances and Endorsements. . . . . . . . 
20. Sundry Liabilities. • • . . • . • • . . . . 
2I. Total Liabilities. . . . . . . . . . • . . . . . 

22. Guarantees . . . . . . . . . . . . . 
23. Value of currency in Swiss francs at the end of 

each year. . . . . . . . . . . . . . . . 

258·3 
139·7 
27·5 
45·2 
19.2 

19.2 
I,355.2 

634·4 

128.8 
8.8 

1,982.7 

42.2 

2.08 

1930 1931 1932 

6 6 6 

Gulden (ooo,ooo's omitted) 

I05.8 

4I9.0 

I20.3 

70.2 
236·3 

120.6 

34I.I 

II0.8 

211.7. 

334·3 

91.6 

964.I 875·7 686.8 
646·9 593·3 476.8 
317.2 282.4 2(0,0 
Io6.3 65.2 40.2 
31.5 35·5 36.I 

I.5 I.7 I.4 
2,055.0 1,738.7 1,570.4 

1-'--1---'--1 

262.8 
. 135·5 

2I.4 
40.I 
5·9 

5·9 
I.473·I 

71 J.9 

262.8 · 
n6.8 

7·I 
25.0 
IO.I 

IO.I 

I,241.2 
ss •. o 

381.9 
275·3 

. 262.4 
II3.8 
10.2 
14·5 
6.0 

6.0 
I,II2.0 

6os.8 

3IJ.I 

• 195.1 

1933 

6 

268.6 

664.8 
456·7 
208.1 

3I·7 
34-6 
2.9 

1,429.1 

257·4 
107·3 

7·6 
10.5 
"7.0 

7·0 
996.0 
sso.9 

zss.o 
190.1 

I06.3 
9·9 

65.2 4Q.2 3I·7 

l,055.0 

46.I 

2.o8 

10.5 II~ II~ 

1,738.7 1,570.4 1,429.1 
1--'--1-'-----

38.2 35·7 37-4 

2.08 2.08 2.08 
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NETHERLANDS. LEADING C0!\1MERCIAL BANKS Table 15 (b): 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS 

FOR THE YE;ARS : 
ACCOUNTS 

1930 1931 1932 

Number of Banks. . . . • . • . . . . . 6 6 6 6 

Gulden (ooo,ooo's omitted) 

Capital paid up. • . . . . . . • . . . . . , . 
Reserves and Undivided Profits. 

I. Gross Profits • . . 

To be deducted : 

2. Expenses. . . . . . . . . • . . . . . 
(a) Salaries, etc. • . • . . . . . . . . 
(b) Other working expenses . . . . . . . 
(c) Taxes, etc. • • . . . . . . . . . . . . 

3· Reserved for Pension Staff Funds, etc . . . • . 
4· Written off on Depreciation Accounts for. . . . 

(a) Premises, etc.. . . . • . . . . . . • • 
(b) Investments and securities . . . . • · · I 
(c) Other assets . . . • . . . . . . . • . 

5- Remaining Net Profit ( +) or Loss (-) . 
6. Carried forward from preceding year. . . . . . 
1· Taken from Reserves or Capital. . . . . . 

8. Total Amount disposed of for Dividends, etc .•. 

9· Carried to Reserves . . . . . . . . . . . • • 
xo Dividends • . . : . . . . . . . . . . . • 
II. Directors' Fees, etc . . . . . . • . . • • • • 
12. Carried forward to following year . . . . . • • 

IJ. Total as above • . . . • . . . . . . 

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

The effects of the depression on the banking 
resources and total balance-sheet of each of the six 
banks covered by the present chapter may be seen 
from the following table : 

258-3 
141.2 

81.2 

37·4 

2.2 
17-3 

4·8 

12.5 

---1 
24.3 

1.5 
1.4 

27.2 

2.1 
20.5 
3-0 
1.6 

27.2 

2.08 

Gulden 

262.8 
137.1 

70.2 

34-2 

11.0 

19.3 
1.6 

20.9 

1.2 
16.5 
1.8 
1.4 

20.9 

2.08 

(ooo,ooo's) 

262.8 
n8.2 

60.8 

33-3 

1.6 
27.8 

2.2 

25.6 

-1.9 
1.4 
6.0 

5.5 

0.2 
4-0 

1.3 

5.5 

2.08 

Capital 
and 

rrserves 

Current 

3· Rotter_damsche Bankve-~1930 70 
reemgmg • • • . • • 1933 65 

Capital Total account GuideD {ooo,ooo's) and and time balanet"· 
reserves deposits sheet 

r. Nederlandsc:he Handel-~1930 120 436 662 
Maatochappij • • • . 1933 100 

247 I J80 
)1930 104 205 459 2. Amsterdamsc:he Bank. . 

1933 104 127 373 

4. Tw•ntsche Bank. )191C 56 
. 1933 51 

5· Incasso Bank . )1930 39 
. 1933 36 

6. Bank A~!ociatie. l1930 9 
. .1933 9 

All si" banks • 11930 398 
. 1933 365 

60.7 

31-3 

8.1 
1.3 

9.4 

1.2 
6.8 
0.5 
o.g 

9.4 

2.08 

Current 
account 
and time 
d•posits 

277 
195 
201 
161 
89 
65 
15 
II 

1,222 

8o6 

1933 

6 

257·4 
108.2 

53.8 

2.1 
15.2 

2.4 

12.8 

6.0 
o.g 

6.9 

0.6 
5.6 
o.1 
o.6 

6.9 

2.08 

Total 
balance-

sheet 

392 
275 
335 
25J 
163 
115 
44 
33 

2.055 
1,429 
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The total balance-sheet of U1e Nederlandscbe 
Handel-Maatschappij fell by 42 per cent, while 
that of the other five banks combined fell by 
25 per cent. This bank was widely exposed to the 
effects of the depression on account of its extensive 
investments and participations 1 in the Netherlands 
East Indies. In the period 193o-1933, its reported 
amortisations amounted to 24 million gulden ; 
these were covered partly by operating profits and 
partly by a reduction of capital amounting to 
6 million gulden in 1931. Late in 1934, a broad 
scheme of capital reorganisation was announced. 
The capital is to be written down from 8o to 
20 million gulden and published reserves from 
20 to 5 millions ; 75 million gulden will thus be 
available for writing off assets. New capital 
amounting to 15 million gulden will be raised 
through a public issue. During 1933, the 
Twentsche Bank reduced its reserves by 3-5 millions 
and wrote off its holdings of the stock of 
B. W. Bleydenstein and Co., of London, and the 

Rotterdamsche Bankvereeniging reduced its capital 
by 5 million gulden by purchasing and cancelling 
a corresponding amount of its own shares held in 
England. The capital and reserves of other banks 
show little or no decrease as compared with 1930, 
partly on account of the absorption 1 of small 
institutions during the crisis and partly because of 
provision for current losses out of hidden reserves. • 

In the course of 1934, a consortium of Dutch 
banks extended short-term credits to the French 
and Belgian Governments. In March, the French 
Treasury raised 100 million gulden by the issue of 
special 4% three months Treasury bills renewable 
for the period of one year. The Trea.~ury notes 
contained a special gold clause in which the gulden 
was defined as containing o.6o48 gramme of gold. 
A loan of 1,500 million Belgian francs was arranged 
under similar conditions by the Belgian Govern
ment in November 1934· The consortium of 
Dutch banks participated to the extent of 30 million 
gulden (500 million francs). · 

Balance-sheet Summary. 

7 and 8. Loans and Advances; Cover for Accep- 17. Deposits. 
lances. 

In the case of banks which do not distinguish 
cover for acceptances among their assets, a sum 
equivalent to the amount of their acceptance 
liabilities has been deducted from their loans and 
advances and carried to group 8 in the Summary 
Table. 

Current accow1ts include sums due to domestic 
banks. . 

The sums shown under 17 (d) include .the 
liabilities of the banks to their contango customers, 
etc., the deposit liability for securities borrowed 
for the banks' own use, some rediscounts no. 
shown separately and certain other creditor account.. 
not clearly specified in the balance-sheets. 

Summary of l'rolit-and-Loss Accounts. 

I, Gross Profits. 
Some of the banks would appear to make certain 

provision for depreciation and contingencies before 
disclosing their profit figures. 

2. Expenses; 
As a rule, an itemised account of expenses is not 

given in the statements published by the banks. 

Some provision for depreciation may be concealed 
in the aggregates given - at least, for certain years. 
No uniform principles are followed by the banks 
with regard to the accounting of dividend taxes ; 
when fuese are shown sepa,ately, they have been 
included under expenses in the Summary Table. 

1 At the end of 1933. the company's East Indian estates, mainly sugar plantations, stood at 14.2 million gulden, 
ito advances to estates on produce receivable amounted to 18.1 million gulden, and ito investments in miscellaneous 
enterprises in the same region were approximately 59 million gulden. 

1 The amalgan>ation of the Twentscbe Bank with certain provincial banks and the fusion of the Nationale 
Bankvereeninging with the Rotterdamsche Bankvereeniging were referred to in the last issue of this Me,.orafldu,.. 
During 1933, the Amsterdamsche Bank absorbed ito affiliate, the Friesche Bank of Leeuwarden. Two important Dutch 
banks operating abroad, the Hollandsche Bank voor Zuid-Amerika and the Hollandsche Bank voor Middelandsche Zee, 
amalgamated in the same year. 

• See articles of Dr. Max VRIES on the five leading Dutch banks published annually about the middle of the year 
in In- •n Uiluow. . ' • 



~ORWAI'. 1 

lnl.rodnelury Nol.~. 

For the co'miJll'rdal banks of Norway, the years 
11).!8-1930 repn'Sentcd. on the whole, a JlCriod of 
n..:u,·ery from the difficulties of the post-war 
depression which had culminated in the gr~at 
banking crisis of 1923-24. The prolonged penod 
of banking losses and failures was coming to an end 
in 1929, when for the first time since 1920 the 
aggregate of depreciation, losses and current 
expenditure of the commercial banking system 
as a whole (including the banks under public 
administration and liquidation) did not exceed 
total profits ; 1930 also brought a net profit, which 
was e,·cn somewhat larger than that of 1929. 

The full force of the world economic crisis reached 
Norway only in 1931. Moreover, an extensive 
labour dispute paralysed a large section of the 
country's industrial activity, involving stoppage of 
work from April to September. About the middle 
of the year the banks began losing deposits. 
Following the United Kingdom, Norway suspended 
the gold standard on September 27th. Withdrawals 
of deposits by the public continued on an increased 
scale dwing the autumn, when, moreover, a large 
Government conversion operation, falling due on 
October 1st, was effected, implying further demands 
upon the free resources of the credit system. 

The international financial crisis of 1931 did not 
directly affect the Norwegian banking situation. 
In contrast to the banks in the debtor countries of 
the European continent, those of Norway were, on 
balance, international creditors on short-term 
account ; and when the need arose in the autumn 
of 1931 to alleviate the pressure on their cash 
reserves caused by the withdrawal of deposits, they 
were able to do so by selling part of their foreign 
balances to the Central Bank. But, after the 
suspension of the gold standard, there was some 
flight of domestic capital, and the central . and 
commercial banks co-operated in setting up an 
Exchange Committee to control dealings in foreign 
currencies and to ration available exchange. 

Withdrawals of deposits continued for hoarding 
purposes (reflected in a heavy increase in note 
circulation in the last months of 1931, particularly 
in notes of high denominations). The commercial 
banks were forced to have recourse to the Central 
Bank for rediscount and other credits on a large 
scale. The latter's loans and discounts rose 
from 170 millim kroner in the summer of 1931 
to 256 millions at the end of the year •. On 
December 15th, 1931, two of the largest banks of 
the country, the Bergens Privatbank and Den 

Norske Crcditbank •, suspended payments. A 
temporary moratorium was declared on old 
deposits, and the Government guaranteed all 
deposit liabilities incurred by these banks after 
December 15th. With the assistance of the 
Norges Bank, a capital recolli'truction of the two 
banks was subsequently carried out, under which 
the Bergens Privatbank wrote down its share 
capital from 30 to 12 million kroner and issued new 
shares to an amount of 13.5 million kroner, and 
Den Norske Creditbank wrote down its share 
capital from 33 to 22 millions and issued 5 million 
kroner of new shares. It was possible to lift the 
moratorium on March 15th, 1932. 

The position of the commercial banks remained 
strained during the first half of 1932 ; continued 
recourse was had to the Central Bank, whose loans 
and discounts reached their maximum at 280 mil
lion kroner in the summer of that year. In the 
second half of 1932, the decline of confidence W<j.S 

gradually arrested, and the commercial banks were 
abletoreduce their indebtedness totheCentralBank. 

In spite of the reduction of the banks' deposit 
liabilities during 1932, they increased their cash 
holdings in the course of that year. This reflects, 
not only the fact that the banks had to be prepared 
to meet unusual withdrawals of funds, but also the 
fact that, after the abandonment of the gold 
standard, the practice of holding liquid balanc~ 
abroad was curtailed owing to the exchange 
risks involved, and balances at the Norges Bank 
(included under "cash ") were spbstituted for the 
short-term earning assets previously held abroad. 

The Norwegian savings banks were less adversely 
affected by the crisis than the commercial joint
stock banks. Their deposits declined by only 4 per 
cent between the end of 1930 and the end of 1932, 
while those of the commercial banks fell by almost 
20 per cent. In the second quarter of 1932, 
however, several rural savings banks had to meet 
some drain of deposits and experienced difficulty 
in mobilising their assets. By a Law of June 29th, 
1932, an Institute was established, to lend to savings 
banks on security not eligible for borrowing at the 
Norges Bank and to guarantee their liabilities ; the 
resources of the Institute were contributed partly 
by the State and partly by the savings banks 
themselves. Applications to the Institute for 
support were much less numerous than was 
originally feared. In all, the Institute assisted 
fourteen rural savings banks in 193::1. While 
twelve commercial banks, controlling 35 per cent 

1 ~~it was ~ot pouible. for reasons of space. to give a full account of recent banking developments in Norway in the 
laot ~<hhon ~ thu volume. th• preoent chapter coven the entire period 19>9·1934. 

The S~rg·.:-s ~1nk. particularly at 1ts provmc1al branches, carnes on a certain am")unt of business with the public ; 
tho fii!Urea g.ven m the text do not. the"'fore, wholly "'present loans to commercial banks. For an estimate of the 
latt.-r, lk-e note to group 16 in the Balance·slu·ct Summary bdow. 

• At the md of 19JO. theoe two bank.• accounted forone·th.inl ol the combined balance-sheet of the 112" free "banks. 



NORWAY 

of the total resources of all commercial banks 
combined, were forced to suspend payments 
betwE"en December 1931 and July 1932, the number 
of savings banks which suspended payments during 
the whole year 1932 was likewise twelve, but these 
accounted for only 1* per cent of thE' combined 
savings banks' balance-sheet totals. During 1933, 
the Institute continued to lend its support to 
several other savings banks, but in all cases the 
institutions concerned were rural savings banks of 
purely local importance. 

Commercial bank deposits decreased by nearly 
50 million kroner in 1933. According to the 
monthly figures published by the Bank Inspector 
(which comprise about 97 per cent of the aggregate 
balance-sheet totals of all commercial banks), about 
a quarter of this reduction occurred in the spring, 
and would appear to be connected with a large 
Government loan conversion in March, on the one 
hand, and with a lowering of the banks' interest 

rates on deposits (pari pa~.u with a reduction of 
the discount rate of the Norges Bank from 4 to 
3% per cent in May), on the other. But the bulk 
of the decline of commercial bank deposits was 
concentrated in the last quarter of 1933. when a 
temporary bot marked setback occurred in the 
confidence of the public on account of apprehensions 
regarding certain developments in the sphere of 
domestic politics. The loans and discounts of the 
Norges Bank increased by 55 million kroner (viz., 
from 217 to 272 millions) in the last quarter of the 
year, and the note circulation, which - aftE"r 
maintaining a fairly stable level in the earlier part 
of the year - showed a more than seasonal 
expansion in December, rose to 327 million kroner 
at the end of 1933, as compared with 314 millions 
at the end of 1932. Aggregate deposits with the 
ccmmercial banks fell off by a further 30 million 
kroner during the first half of 1934, but the decline 
was more gradual. 

Balanee-sheet Summary. 

·I. Cash. 
This item includes balances with the Bank of 

Norway in addition to coins and notes. Details 
are shown below : 

Kr. (ooo,ooo's) JC)29 19:10 1931 IQ.J2 1933 
-- ---- ----

Gold. subsidiary coins 
and notes. . . . . 23·3 24.2 28.:a 20.7 23.2 

D.-.Jances with Central 
Bank, • . . . 33-2 31-9 17.1 33·0 24.0 -- -- --

Totals • s6.s s6.1 4S·3 Sl-7 47·2 

2. Other Items of a Cash Nature. 
· . This item represents coins and notes in foreign 

currency. 

3· BiUs discounted and bought. 
Treasury bills are little used in Norway. All 

banks have to report their rE"discounts, which are 
included in the statistics in the bill portfolio as 
follows : 

Kr. (ooo,ooo's) 1929 1930 1931 1932 1933 -- -- -- -- --
lnlafld Bills: 

Discounted • . . . 334·S 358.2 335.8 328.8 316.8 
Rediscounted • . . 3·6 3-0 10.1 3·9 3·4 

Totals ... I '"338:J 361.2 34S·9 332-7 320.2 

The rediscounts are likewise included under 
Liabilities in group 18 of the Summary Table. 

The protested bills are also shown separately 
and are included in the Summary. Table in Sundry 
Assets (see note to group 10 below). 

' 
4 and 5· Investments and Securities: Participations. 

The investments and securities other than 

Government bonds shown in the Summary Table 
(group 4 (b)) are composed as follows : 

Kr. (ooo,ooo'st IC)2() JQJO IQ.ll unz IQlJ 

-- -- -- --
N01'UJegia11 s«1Wili1s: 

Municipal bonds . . 64·7 S7·8 45-7 42-3 36·7 
Bond• ofMortgageand 

Fisher Banks, etc .• 45-1 39-.1 37·7 35·9 38.8 
Other bonds. . 38-9 ..,n.o ..,n.6 35·3 Jl-7 
Shares • . ' . ..,0.1 43-8 37-7 4"·4 37·9 

~ --
Totals . 188.8 18<>.9 161.7 153·9 146.1 

--1--- --
FOI'•ip U&UI'ili•s: 

Government bonds. . 7·8 1,1.6 7-4 7-2 7·0 
Other bonds and 

sharH . . . . . p 13-4 7·.1 7·0 6.Q 
-- ---- --

Totalll 13.0 27.0 14-7 14-2 lJ-9 
-- -- -- --

Total Norwegian and 
201.81207-9 foreign securities 176·4 1(>8.1 t6o.u 

' 

6. Due from Banks (Correspondents). 
The sums shown in the Summary Table as due 

from foreign banks (group 6 (b)), include debtors in 
foreign currency : 

Kr. (ooo,ooo's) IQ2Q 19)0 ll)jl IQ3: 1931 
-- --1---

Duefrom baoksabroad • S7·9 43·4 21-7 19-3 17.5 
Debtors in foreign cur· 

rency. . . . . . . 25.8' 3•·5 ]5.8 33-2 36.s 

Total . 8].7 74·9 57·S 52·5 54-0 

7· Loans and Advances. 
The sums given under (a) in this group of the 

Summary Table represent sundry debtors, cash 
credits, etc. An amount equal to the acceptances 
has been deducted from this item and carried 
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~ORWAY. COMMERCIAL BANKS Table 16 (a), 

SUMMARY OF POSITION AT THE END OF: 

ACCOUNTS 

Number of Banks .. . . . . . . . 

AssETS. 
I. Cash. . . • . . • • . . . . . . . . • • 

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

Bank . . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature • . . . . . . . 
3· Bills discounted and bought. . . . . . . . . . 

(a) Treasury bills. . . . . . . . . • . . . 
(b) Commercial bills, Inland . . . . . . 
(c) Commercial bills, Foreign . . . . . 

4· Investments and Securities. . . . . . . 
(a) Government . . . . . . . . • . . . . 
(b) Other . . • . ...•.... 

5· Participations . . . . • . . . . . . . 
6. Due from Banks (Correspondents). . . . . 

(a) At home. . . . . . 
(b) Abroad ..... ; 

7· Loans and Advances .. . 
(a) On current account . . . . . . . . 
(b) Other ........•.. 

8. Cover for Acceptances , . . . . . 
9· Premises, etc. . . . . . . . . . . . . . 

10. Sundry Assets . . . . . . • . . . . ~ 

11. Total Assets . . . . . . . . . 

LIABILITIES. 
12. Capital paid up. . . . . . . . . . . . . 
13. Reserve Funds . . . . . . . . . . . • . . • 
14. Profit-and-Loss Accounts, Dividend Accounts,etc. 
15. Cheques and Drafts, etc., in circulation . . . • 
16. Due to Banks (Correspondents) . . . . . . 

(a) At home. . . . . . . . • . . .. 
' (b) Abroad . . . . . . . . . . . 

17. Deposits . . . . . . . . . . . . . • . • . . 
(a) Current accounts and sight deposits . . 
(b) Savings accounts . . . . . . . . . . 
(c) Time or fixed deposits. . . . . . . . 

· (d) Other deposits . . . . . . . . . 
18. Rediscounts and Other Borrowings . . . 
19. Acceptances and Endorsements. . ... 
20. Sundry Liabilities. . . . . 
21. Total Liabilities. . . . . . . . . . . . . . 

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

1929 

Free 
banks 

II2 

56.5 

o.6 
357·8 

338.1 
19-7 

285.9 
84.1 

201.8 

176.8 
93.1 
83·7. 

754·7 
674.6 

80.1 
17.8 
23.1 
36.6 

1,709.8 

196.1 
66.6 
12.0 
13.1 

321.0 
263-3 

57-7 
1,058.2 

124.1 
894·4 

39-7 
9·8 

17.0 
16.o 

1,709.8 

1.31) 

1930 

Free 
banks 

112 

1931 1932 

Free Free 
banks · banks 

112 105 

1933 

Free 
banks 

105 

Kroner (ooo,ooo's omitted) 

56.1 45·3 53·7 47-2 

o.6 
373·4 

361.2 
12.2 

289·7 
81.8 

207-9 

173·7 
98.8 
74-9 

753·8 
672.0 

81.8 
16.9 
23-4 
35·6 

1,723.2 

200.8 
70.8 

10.5 
320.2 
269.9 

50.J 
1,084.1 

127.8 
897.0 

59·3 
8.5 

15.6 
12.7 

1,723.2 

1.39 

345·9 
II.3 

248.6 
72.2 

176·4 

138.9 
81.4 
57-5 

755-4 
668.0 

87·4 
9·4 

23-5 
33-0 

1,611.7 

170-5 
51-3 

9·6 
348·3 
306.2 

42.1 

993-7 
Jl2.7 
835-4 

0.4 
343·7 

332-7 
II.O 

232.0 
63-9 

168.1 

158·5 
106.0 

52.5 
708.2 
627-4 

8o.8 
10.4 
22.7 
33·9 

1,563.5 

10.4 
399·9 
348.8 

51.1 
883.2 

99-5 
752.1 

320.2 
: 9·1 

223-9 
63-9 

160.0 

137·8 
83.8 
54·0 

696.6 
610.5 

86.1 

9·9 
23-3 
33·7 

1,502.0 

181.9 
54·3 

10.1 
388.3 
330·7 
57·6 

836.6 
., 82.6 

718.9 

45.6 31.6 J5.1 
15.7 10.0 9.0 
9.2 12.3 ·10.9 

13·4 1--11.....:·3:=._ -~1~0~·9-1 
1,611.7 1,563.5 1,502.0 

o.87 o.85 



NORWA\:. COMMERCIAL BANKS Table 16 (b). 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
• AND DISTRIBUTION OF PROFITS 

FOR THE YEARS : 
ACCOUNTS 

1929 1930 1931 1932 1933 

Free Free Free Free Free 
banks banks bank.q banks· banks 

Number of Banks. . . . . . . . . . . . . . . . II2 II2 liZ I05 I05 

Kroner (ooo,ooo'e omitted) 

Capital paid up. • • • • • • • . . . . . . . . • I96.I zoo.8 I70-5 I83.3 I8I.9 
Reserves and Undivided Profits . . .. . . . . . . 67-4 7I-9 52-3 53-8 56.I 

I. Gross Profits • . . . . . . . . . . . . . . . . 41.6 44.7 44.8 43.l 42.9 

To be deducted : 
.. 

z. Expenses. . . • • . . . . . . ' . . . . . . ' ZI.2 zz.o 23-9 22.7 22.6 
(a) Salaries, etc. . . . . . . . . . . . . . 13-4 13.8 14-3 13-4 13-7 
(b) Other working expenses • . . . . .. . . 4-5 4·4 4·6 4·4 4·3 
(c) Taxes, etc. . . . . • . • . . . . . . . 3·3 3·8 s.o -4-9 ... 6 

3· Reserved for Pension Funds, etc. . . . . . . . - - - - -
4- Written off on (Depreciation Accounts for) • • . 8.8 9-I 63.8 12-5 I4.2 

(a) Premises, etc.. • . . . . . . . . . . . 0.7 - - - -
(b) Investments and securities. . . . . . 1.-f - - - -
(c) Other _assets . . . . . . . . . . • 6.7 - - - -

5· Remaining Net Profit ( +) or Loss (-). . . . . +12.6 +13.6 -42.9 +8.0 +6.1 
6. Carried forward from preceding year. • . ~ . • o.8 I.I I.O 0.7 I.8 
7· Taken from Reserves or Capital. . . . . . . . 3-6 I-4 22.9 0.5 2.2 
8. Deficit left uncovered • • . . . . . . . . . . - - 32.6 4-2 2.7 

9· Total Amount disposed of for Dividends, etc .. . 17.0 16.1 13.6 13.4 12.8 

IO. Carried to Reserves • . . . . . . . . . . . . 5.8 4·6 6.9 5-5 4·3 
II. Dividends . . . . . . ·•' . . . . . . . . . . IO.I I0.5 6.0 6.I 6.7 
IZ. Directors' Fees, etc .. . . . . . . . . . . . . . - - - - -
IJ. Carried forward to following year . . . . . . . . I.I I.O 0.7 I.8 I.8 

I4- Total as above • . . . . . . . . . . . . . . 17.0 16.1 13.6 13.4 12.8 

IS. Value of currency in Swiss francs at the end of 
o.85 each year . . . . . . . . . . • . . . 

-

to group 8 of the table (see note below). The figures 
shown under (b) represent collateral loans. 
8. Cover /or· Acceptances and Reimbursement 

Credits. 
The composition of this group of the Summary 

Table is given below : 
Kr. (ooo,ooo's) 1929 19]0 1931 1932 1933 

-- ---- --
Cover for acceptances. . 1.0 1.5 0.5 o.6 0-5 
Current reimbur.~ements. 16.8 15-4 8.9 9·8 9·4 -- --

Total. • . . 17.8 16.9 9·4 10.4 9·9 

. . I-39 I.39 0-94 0.87 

10. Sundry Assets. 

Details are shown below : 

Kr. (ooo,ooo's) 1929 1930 1931 1931 1933 -- -- -- -- -
Real estate taken over 

by the banks , . . . 4-1 3·1 3·6 4-3 4-S 
Protested bills. . . 2.6 a.1 a. I 1.8 1.5 
Jnter-accounta with 

branches •• . . . 3-1 9·9 6.3 11.9 13.1 
Other asoetJO. . ' . 26.8 19-9 21.0 16.o 14.6 --Total. . . . J6.6 Js.6 33·0 33·9 33-7 
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u and 13. Capital and Reserve Funds. 

The composition of the aggregate reserves shown 
in the Summary Table is given below: 

Kr. (ooo,ooo's) 1929 1930 1931 IQ32 '933 -- - -- --
Ordinary RServe funds . 57·' 6o.o 40.1 43·0 4'·4 
Other -rve funds ·~ 10.8 11.2 10.1 "·9 --

Total. . 66.6 70.8 5'·3 53·' 5+3 

IS. Cheques and Drafts in Circulation. 

The sums given in this group of the Summary 
Table consist of post bills and notified cheques. 

16. Due to Banks (Correspondents). 
The amounts shown as due to banks at 

home include indebtedness to the Central Bank. 
(Rediscounts, under group 18 below, usually 
constitute but a small part of that indebtedness.) 
This can be isolated as fc llows : If the corres
pondents under 6 (a) and I6 (a) were only 
commercial banks, the two items, for all commercial 
banks together, would necessarily be equal. The 
mutual indebtedness of the banks is eliminated by 
subtracting 6 (a) from 16 (a). Of the balance 
thus obtained, part il> due to the savings banks and 
part to the Norge!> Bank. The net deposits of the 
savings banks with commercial banks can be 
calculated from the reports of the Bank In~pector 
(which, however, cover only 81 per cent of the total 
balances of the savings banks). Deducting these 
deposits from the difference between I6 (a) and 
6 (a), one obtains a balance which represents 
borrowings of the commercial banks from the 
Norges Bank. Calculated in this way, these 
borrowings, at the end of the years I929 to I933, 
stood at about so. 7S. ISO, I6o and I8o million 
kroner respectively ; the exact figures cannot be 
arrived at owing to the incompleteness of the 
savings banks' statistics. 

The sums shown in the Summary Table as due to 
banks abroad include creditors in foreign currency 
as follows: 

Kr. (ooo,ooo's) 1929 1930 IQJI 19JZ '933 -- -- -- --
Due to banks abroad. 4'·3 37·• 
C.Mitors in foreign cur-

'7·3 '5-o '4·4 

rency. . . . . 16.4 '3·' 24.8 36.1 43·"' ----
Total. 57·7 50-3 42.1 51.1 57·6 

The greater part of the sums due to creditors in 
foreign currency represents balances received from 

customers for deposit on exchange account with 
foreign banks. These balances are included in the 
assets under debtors in foreign currency (see ~ote 
to grout> 6 above), and thus represent operations 
for third parties. . 

17. Deposits. 
Savings accounts are not shown separately from 

time deposits. Other deposit$ (group 17 (d) of 
the Summary Table) are given in the statistics 
under the heading " Sundry creditors ". 

I8. Rediscounts and other Borrowings. 
The composition of the sums shown in the 

Summary Table is given below : 

Kr. (ooo,ooo's) 1929 1930 1931 1932 1933 
-- ---- --

Capital borrowings. . s.o 5·0 s.o s.o s.o 
Rediscounts: 

At home , 3·6 :1.9 JO.I 3·9 3·4 
Abroad. . 0.7 0.:1 o.s 0.4 0-4 

Acceptances for own 
acconnt. . . . . . 0.5 0.4 0.1 0.7 0.2 -- -- -- ----

Total. 9·8 8.s 15·7 10.0 9·0 

19. Acceptances and Reimbursement Credits. 

The acceptances (for the account of clients) and 
reimbursement liabilities included in this group of 
the Summary Table are given below : 

Kr. (ooo,ooo·s) 1929 1930 1931 19]2 1933 
-- -- ---- --

Acr.eptances. 1.0 x.s o.s 0.6 o.s 
Current reimbursements. 16.o 14.1 8.7 "·1 10.4 ----~ -- --

Total. . . 17.0 15.6 9·:1 1:1,3 10.9 

20. Sut~dry Liabilities. 

The composition of this group of the Summary 
Table is given below : 

Kr. {ooo,ooo"s) IQ29 1930 1931 19]2 19H 
-- -- -- --

Pension funds . . 0.3 . 
Mortgage debts on pre-

mises and real estate 
taken over . . 1.2 0,7 0.7 0-9 1.1 

Interest acconnts . .. 3·6 
Inter-accounts with the 

3-3 4-4 2.9 2.6· 

branches . . 1.6 1.6 4·6 0.3 4·4 
Other accounts 9·3 1·' ~ ~ 2.8 

Total. 16.o 12.7 13-4. "·3 10.9 

Summary ol Profit-and-Loss Aeeounts. 
I. Gross Profits. 

According to details given in the official statistics, 
about 7S to 8o per cent of gross profits are derived 
from net interest on loans and discounts and the 
remainder from commissions, securities and foreign 
exchange, etc. 

2. Expenses. 

The sums shown under the heading " Sala
ries, etc." include directors' fees, which are not 
shown separately in the statistics. 1 



POLAND. 

IntroduetoJ'1 Note. 

The contraction of commercial bank credit, which 
had so forcibly characterised the banking situation 
in Poland during 1931 and 1932, continued in 1933, 
but at a considerably slower rate. During 1933, 
the combined discounts, loans and advances of 
ths commercial banks fell by 13 per cent, as 

· compared with 17 and 32 per cent in 1932 and 
1931 respectively. 

Withdrawals of foreign short-term capital from 
Polish banks were appreciably reduced in 1933· 
The net foreign indebtedness of the banks on short
term account was only II per cent lower at the 
close of 1933 than at the end of the preceding year, 
as compared with a decline of 36 per cent in 1932 
and 43 per cent in 1931. The foreign short-term 
position of _the Polish banks at the end of 1931, 
1932 and 1933 is shown below: 

Zloty (ooo,ooo"s) 
&dof: 1931 1932 '933 

Short-term liabilities : 
Country of creditor : 

England. . . 95 s6 s6 
Gennany . . 93 7" sa 
France . . . . . . 66 s6 51 
Austria. . . . . . 43 31 19 
United States 16 II 5 
Others .• . . . . 88 66 59 

Total. . 401 292 248 
Short-tenn claims . . 142 127 94 
Net indebtedness. 259 165 154 

Commercial bank deposits continued to decline 
in 1933, while those in most other groups of banking 
institutions rose. Aggregate deposits in all banks 
remained practically unchanged, and by the end of 
the year the share of the commercial banks in 
total deposits had fallen to 22 per cent, as shown 
by the following statement : 

Zloty (ooo.ooo's) 
End of: 1931 1932 1933 

I. Private joint-stock hanks 730 646 572 
2. State and Municipal 

Banks . . . . J61 385 404 
3· Postal Savings Bank • . SJO 623 69.1 
4- Communal savings banks 6oJ 628 6]0 
s. Co-operative credit asso-

ciations. . . . . 346 J07 286 

Total. z.sso 2,589 •.s&7 
Private joint-stock hanks" 

per cent of tota I . . . 29 25 n 

The clearing returns for 1933 indicate an increase 
in the turnover of cheque payments. The monthly 
average for each of the last four years and for each 
of the three agencies of cheque clearing (i.e., the 
Bank of Poland, the Postal Savings Bank, and the 
six clearing-offices in the chief industrial centres of 
the country) may be summarised as follows : 

Zloty ( ooo.oorn) Postal Monthly averaJCe of Bank of SavinMS Clearing- Total cheque payments Poland 
throu~h ' Bank offil'es 

I9JO . . . . 4.o66 1,245 7aB 6.04(> 
1931 . . . . . J.S34 1,320 645 5-399 
I9J2 . . ".l,8>8 1,227 535 4.590 
1933 . . . . 2,16g 1,538 624 s.o3r 

The short-term commercial credits of the State 
banks (i.e., the National Economic Bank and the 
State Land Bank), after undergoing a continuous 
reduction between 1929 and 1932, remained 
stationary in 1933. On the other hand, the special 
loans on short-term from Government funds 
administered by the State banks continued their 
remarkable growth. The following table shows the 
net total of bills discounted (excluding rediscounts) 
and short-term loans and advances of the private 
banks and the State banks (a) and special loans (b) 
of the State banks outstanding at the end of 1932 
and 1933. 

End of: 1932 -1- 19]1 1932 -1. 1911 

Zlotv Per cent of 
(ooo.OOo's) total 

Joint-stock banks and 
principal private banks . 8o4 

State banks : 
6g6 53 4'> 

(a). . . . . ]<>6 311 20 .. 
(b). . . . 421 498 •7 33 ----

Total. 1.5]1 x.sos 100 100 

It will be seen that at the end of 1933 the ordinary 
commercial banks accounted for less than half of 
the total short-term credits included in the above 
table. Moreover, these figures do not cover a 
third State bank, the Acceptance Bank, which was 
formed in 1933 to provide medium-term credit for 
which existing facilities were considered inadequate. 
The Bank of Poland also makes direct advances to 
industry, particularly at its provincial branches, 
The following statement shows the division of its 
total bill portfolio into " direct " and " indirect " 
credits in recent years : 

Zloty (ooo.ooo's) 
End of · IQ3J 11)32 11)1] 

Indirect credits. . . . . 46~.s 4•7·3 ;•.,.6 
Of which: 

(n) Hanks and other 
credit institution~ 36].2 353-5 ~J0.6 

(b) Credits gran tOO 
through banko. 101.2 73-8 94.0 

Direct cmlits . . . . 205.8 t;8.• lf>J.s 
Total bill portfolio . . 670-J ss;.s b88.t 

Indirect cmlito as p<>rcm-

1 
tage of total • • • , • . 69-3 73·0 ]6.2 
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The proportion of " indirect " credits (i.e., 
rediscounts for banks and other credit institutions 
and credits granted by the · Bank through the 
intermediary of other banks) to total credits shows 
a steady rise in recent years. This is .chiefly due 
to the increased support given by the Bank of 
Poland to the co-operative credit associations 
(whose deposits have been much reduced since 
1930) and to the communal savings banks. The 
joint-stock banks have reduced theii rediscount 
indebtedness. 

According to the statutes of the Bank of Poland 
as modified on February 9th, 1933, foreign exchange 
is no longer eligible for the purposes of the legal 
reserve, which must now consist exclusively of 
gold, the minimum cover being 30 per-cent of the 
Bank's note issue and sight deposit liabilities. On 
the other hand, the reserve requirements have been 
reduced, inasmuch as they now apply only to notes 
and sight deposits in excess of 100 million zloty. 
Up to the present, Poland has maintained its 
currency on a gold basis and has placed no official 
restrictions in the way of the withdrawal of foreign 
short-tenn funds from Polish banks and industries. 

On the initiative of the Government, the joint
stock banks agreed to reduce their maximum 
interest rate on three-months bills from 9·5 per cent 
to 8.5 per cent on June 15th, 1934. The discount 

rate of the Bank of Poland had previously been 
lowered from 6 per cent to S per cent. 

No summaries of profit-and-loss accounts have 
been published since 1930. 1 For the fifteen 
member banks of the Association of Polish Banks 
(which, at the end of 1933, held deposits totalling 
about Z90 million zloty), the following percentage 
figures are available, showing the proportion of 
working expenses to net interest and commissions 
earned during the years 1930 to 1933 : 1 

19JO. 
I9JI. 
1932. 
1933· 

Per cent 

78·7 
89·5 

104.6 
1o6.2 

The proportion in question rose sharply in 1932, 
in spite of the fact that working expenses appear 
to have been drastically reduced. (Thus, in the 
case of nine of the most important banks, aggregate 
working expenses declined from 40.7 million zloty 
in 1931 to 32.8 millions in 1932, and were further 
reduced to 28.2 million zloty in 1933.) It was 
chiefly the depreciation of the dollar in 1933 which 
seems to have enabled the majority of the fifteen 
banks referred to above to close their accounts for 
tha~ year without loss. 

'.: 

.Balanee-sbeet Summary. 

I and 2. Cash Assets. 
The official statistics give no specification of 

" Cash in hand " ; foreign currency holdings are, 
however, shown separately in the Polish Statistical 
Year-Book. They are accordingly included in 
group 2 of the Summary Table. 

3· Discounts. 
No distinction is made in the Polish statistics 

~tween domestic and foreign bills, nor are Treasury 
bdls shown separately. Net figures excludini( the 
rediscounts are given below : 

Zloty looo,ooo's) 1929 IC).lO I()::Jl 1932 1933 ------ --
Total di.ocounb •. . . 935 863 528 407 367 
Less ndiac:oun b • 35.1 319 268 204 183 
:Set portfolio • -- --. . . 582 544 260 203 184 

6. Due from Banks (Correspondents). 

The sums shown in the Summary Table were 
composed of " loro " and " nostro " accounts as 
follows : 

Zloty (ooo,ooo's) 1929 1930 1931 1932 1933 ------ - --
Due from banks : 

At borne l Loro. • . 17 H 18 20 17 
• Nostro. 29 32 27 22 28 

Abroad j Loro •• 10 14 9 10 10 
· Nostro. 66 68 54 6o 38 
J Loro •• 

---- -- --
Total • 27 35 27 30 27 

• Nostro. . 95 100 81 82 66 

7· Loans and Ad1'ances. 

The sums shown under (b) consist of time loans 
and long-tenn mortgage loans as follows : · 

• 
Zloty (ooo.ooo's) 1929 1930 1931 1932 1933 -- ---- ----Time loans • . . 46 61 57 67 64 

Mortgage loans • . . 142 155 '59 154 125 
Total (b). -- -- ----. . 188 216 216 221 189 



POLAND. COMMERCIAL BANKS 

91 

Table 17 (•). 

SUMMARY OF POSITION AT THE END OF : 

. ACCOUNTS 

Number of Banks. . . . . . . . . . . . . . . . 

AssETS. 
I. Cash . . . ·. . . . . . . . . . . . . . . . 

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

Bank . . . . . . .. . . . . . . . 
2. Other Items of a Cash Nature . . . . . . • . 
3· Bills discounted and bought . . . . . . . • • 

(a) Treasury bills • . . . • . . . • • • • 
(b) Commercial bills, Inland. . . . . . .• 
(c) Commercial bills, Foreign . . • • . . • 

4· Investments and Securities. . . . . . . • • • 
(a) Government . . . . . • . . . . . • • 
(b) Other . ·. . . . . . . . . . . . . . . 

5· Participations . . . . . . . • . . .. . . • . 
6. Due from Banks (Correspondents). : ' . . • . . 

· (a) At home. . , . . . . . . . . . • . • . 
· (b) Abroad . . . • · . . , . . . . . • . . . 

7. Loans and Advances. . • - • ... . . . . . . . . 
(a) On current account . . . . . . • . . 
(b) Other loans and advances . . . • . •• 

8: Cover for Acceptances. • . . • . . . • . • . 
9· Premises. etc. . . . . . . • . . . . . . • . 

IO. Sundry Assets . . . . . • . . . . . . . . 
II. Total Assets . . • • • . . . . . . • . . . • 

. 
LIABILITIES. 

12. Capital paid up. , . , , . , , , . . . . . . 
13. Reserve Funds • , , . • . . . . . . . . • . 
14. Profit-and-Loss Accounts, Dividend Accounts, etc. 
15. Cheques and Drafts, etc., in circulation • • • • 
16. Due to Banks (Correspondents) . . . . . . . . 

(a) At home. • • • • . . . . • . . . • . 
(b) Abroad . . . . . . . • . . . . • 

17. Deposits • . . . , . . . . . . . , , . , , , 
(a) Current accounts and sight deposits .•. 
(b) Savings accounts • . . . . . . . .. 
(c) Time or fixed deposits. . . . . . •. 
(d) Other deposits . . . . . . . . . . . 

18. Rediscounts and Other Borrowings . . . . . . 
19. Acceptances and Endorsements. . . . . . . . 
20. Sundry Liabilities. . . . . . . . . . . . . • 
21. Total Liabilities. • . • • • . . . . . . • • . 
22. Value of currency in Swiss francs at the end of 

each year. . . . . . . . . . . . . . . . . . 

19Z9 

106 

28 
935 

II2 

122 
46 
76 

1,092 
904 
188 

I34 
449 

2,978 

239 
66 

563 
10::& 
461 

1,090 
.536 
141 
41J 

495 

2,978 

o.ss 

1930 1931 

6o 

Zloty (ooo,O!lO'I omitted) 

97 

II4 

135 
S3 
8z 

1,204 
988 
216 

149 
421 

3,012 

561 
90 

471 
1,184 

SH 
178 
462 

473 

457 
3,012 

o,s8 

98 

108 
4.5. 
63 

872 
6.56 
216 

126 
430 

2,252 

344 
64 

280 

730 
37.5 
87 

268 

2,252 

o.ss 

66 

93 

II2 
43 
69 

754 
.533 
221 

122 
405 

1,971 

243 
b8 

307 
88 

219 
646 
32Z 

78 
246 

1,971 

1933 

54 

91 

102 
395 

1,755 

216 
62 

257 
78 

179 
572 
313 

72 
187 

308 

340 
1,755 

o.ss 
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14. Pro/it-and-Loss Accounts. 

The balance of profit-and-loss accounts is not 
shown in the banking summaries published in the · 
Stalistical Bulletin of the Ministry of Finance. But 

_ the difference between the expenditure accounts 
and the earnings (interest and commissions) 
constitutes a rough measure of the amount of the 
ordinary net profits of each year. This difference 
is shown below : 

· Zloty (ooo,ooo's) 

Duetobanb: 

At home, I ~.:'tto: 
Ab d I Loro. • 

roa • Nostro. 

Total •• ~~~: 

17. Deposits. 

I~ 1930 

S3 ss 
49 3S 
83 8Q 

378 382 
136 144 

. 427 417 

1931 1932 1933 -- --
3S 38 33 
29 so 4S 
S9 36 27 

221 183 .&52 --
94 74 6o 

250 233 197 

Zloty (ooo,oon's) 1929 1930 
----

Interest and commis-

1931 11)12 

---- 1933 -- The sums shown under (a) are composed of 
sight deposits and current accounts, as follows : 

sions. . . . 135 us 94 6o 41 
Expenditure. • . . . 105 101 84 63 S2 

Zloty (ooo.ooo's) 1929 1930 1931 1932 -- -- ------------Net balance, . . 30 24 10 -3 -s Sight deposits. . . . "'59 238 166. 147 
Current accounts . . . . 277 300 20Q 115 -- --Total (a), 536 S44 375 322 

As the above figures do not include profits from 
investments and exchange profits on the one hand, 
and depreciation of securities and of foreign 18. Rediscounts and Other Borrowings. 
exchange and sums written off credits on the other, The sums shown are composed as follows : 
the balance shown does not represent actual net 
profits. 

16. Dr~e to Banks (Correspondents). 

. The " loro " and " nostro " accounts (the latter 
representing borrowings with credit institutions 
apart from rediscounts and pledging of own 
securities) are shown separately as follows : 

Zloty ( ooo,ooo's) 1929 
---

Bills rediscounted : 
At home , . . 292 
Abroad. . . • 61 

Total. . 353 
Mortgage and· other 

bonds issued. , ' . 142 
Grand total, 495 

1930 1931 1932 - ----
268 257 198 
51' II 6 

___::__ 
I~ JIQ 204 

154 159 157 -- -- --
473 427 361 

1933 --
137 
176 --
313 

1933 --
178 

5 
183 

125 --
3o8 
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PORTCGAL. 

Introductory .Note. 

After a long period of unsettled monetary 
conditions, extending as far back as 1891, a de facto 
stabilisation of the Portuguese currency was 
achieved in 1928, thus preparing the way tor the 
currency and banking reform of 1931. This reform 
consisted in a return to the gold standard and a 
comprehensive reorganisation of the Bank of 
Portugal. The gold content of the escudo was 
fixed at 0.0739 gramme of gold (nine-tenths fine), 
or one-twenty-fifth of the gold content decreed in 
I9II, which had, however, remained inoperative in 
practice. The revaluation of the gold assets of the 
Bank of Portugal (hitherto valued at the 19II gold 
content of the escudo) at the new parity yielded a 
book profit of about 400 million escudos. Part of 
this was used to raise the nominal value of the share 
capital of the Bank from 13.5 million to xoo million 
escudos, and to strengthen its reserve funds. The 
remainder pf the revaluation profit, together with 
a rurrent budget surplus of the Government, was 
used to reduce the State debt to the Bank from 
over x,soo million to 1,100 million escudos. 1 It 
was intended that the Bank of Portugal should, 
as far as possible, replace this asset with · ordi
nary commercial assets, thus extending its 
credit facilities to private business and increas
ing its control over the. credit system of the 
country. 1 

The new statutes of the Bank of Portugal require 
30 per cent of its note issue and deposit liabilities to 
be covered in gold or foreign exchange. Moreover, 
a maximum limit of 2,200 million escudos is fixed 
for the note circulation, which can only be exceeded 
against full cover in gold and foreign exchange. 

The new legal gold parity of the Portuguese 
currency was, in fact, maintained for less than three 
months. When the United Kingdom suspended· 
the gold standard on September 21st, 1931, Portugal 
linked her currency to sterling, and has since that 
date maintained the par rate of exchange with 
the pound sterling - viz., no escudos to the 
pound. 
, .The following statement shows the movement 
since 1931 of some of the principal accounts of the 
Bank of Portugal and of the commercial banks 
covered by the attached Summary Table, as well 
as the deposits of the Caixa Geral de Dep6sitos (a 
State credit institution intimately connected with 
the Treasury) and of the savings banks : 

Escudos ( ooo,ooo's) 
1<)32 1 

june 
Eodol: 1931 1933 IQj. --

B11'111t of Porlt~glll: 
Gold•. . . . . 286 539 no 893 
Foreign exchange. . 668 6J3 327 350 
Note cin:ula tion • . . 2,062 2.001 1,989 1,9,11 
Bankers' deposits. . 248 JIO JOS 4S. 

Co,._,cial Bt~nAs: 

Sight deposits • . . 464 481 480 518 
Time deposits • . ••s ao8 210 203 

Dome•tic bills . JoS 333 402 421 

Ct~izll Gw11l d6 Def>Osilos: 
:Deposits. . . . . . 1,503 1,8o1 1,929 2,135 

Savittgs B11nks: 
Deposits. . . . . . h7 932 831 7!1 

• Calculated at the legal parity established in 1931. 

It will be seen that the gold stock of the Bank 
of Portugal has more than trebled since the end 
of 1931 ; part of this increase . was due to the 
conversion of foreign assets into gold. Gold and 
foreign exchange holdings combined amounted to 
1,243 million escudos at the end of June 1934, as 
against 954 millions at the end of 1931. 

It will also be observed that bankers' deposits 
at the Bank of Portugal by far exceed the cash 
balances of the commercial banks included in the 
Summary Table. The bulk of these deposits 
appears to represent the cash reserves of the Caixa 
Geral de Dep6sitos and of the savings banks. The 
substantial increase in the aggregate deposits of 
the banking system as a whole since 1931 has been 
accompanied by a decline in the note circulation, 
and may partly be attributed to the monetary 
reconstruction of 1931 and to the improvement of 
the public finances. 

By a Decree of March, 7th, 1932, the interest 
rates charged by the banks on loans and discounts 
must not exceed the official discount rate of the 
Bank of Portugal by more than 1.5 per cent. In 
March 1932, the official discount rate was reduced 
from 7 to 6.5 per cent, and further reductions 
were effected in March and December 1933. which 
brought the rate down to 5·5 per. cent. 

A Decree of December 24th,, 1932, provided for 
a considerable extension of the scope and activities 
of the two clearing-houses at Lisbon and Oporto. 
On September 29th, 1933, a Decree was issued 

1 By the middle of 1934. this debt bad been further reduced to J,oso million escudO&. · 
• In addition to granting rediscount cn•lits to financial institutions, the Bank of Portugal abo maktos loon• dim:tly 

to private business finns. 
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PORTUGAL. COMMERCIAL BANKS a 

. 

ACCOUNTS 

Number of Banks .. . . . . . . . . 
ASSETS. 

I. Cash. . . . . . . . ·· . . . . 
(a) Gold, silver and small coins ...... . 
(b) Notes of inland banks, State notes and 

balances with the Central Bank . . . 
2. Other Items of a Cash Nature. . . . . . . . 
3· Bills discounted and bought. . . . . . . . 

(a) Treasury bills . . . . . . . . . . . 
(b) Commercial bills, Inland. ,\ . . . 
(c) Commercial bills, Foreign. . . 

4· Investments and Securities. . . . . 
(a) Government . . . . . ·. . . . . 
(b) Other . . . . . . . .. - . . .... 

S· Participations . . . . . . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home. . . . . . . . . . . . . , . 
(b) Abroad . . . , . . . . . . . . 

7· Loans and Advances. . . . . . . . 
(a J. On current account . . . . . . . 
(b) Other . . . . . . . . . . . . . 

8. Cover for Acceptances . . . . . . . . . 
9· Premises, etc. . . . . . . . . . . . . . . . . 

Io. Sundry Assets . . . . . . . . . . . . . . 

II. Total Assets . . . . . . . . . . . . . . . 

LIABILITIES. 

I2. Capital paid up . . . . . . . . . . . . . 
I3. Reserve Funds . · . . . . . . . . . 
I+ Profit-and-Loss Balances, etc. . . . 
IS. Cheques and Drafts, etc., in circulation . 
I6. Due to Banks (Correspondents) . . . . 

(a) At home .......... . 
(b) Abroad . . . . . . . . . . . 

I7. Deposits . . . . . . , . . . . . . . . . . . 
(a) Current accounts and sight deposits . . . 
(b) Savings accounts . ~ . . . . . : .. 
(c) Time or fixed deposits . . . . . . 
(d) Other deposits . . . . . . . 

I8. Rediscounts and Other Borrowings . . 
19. Acceptances and Endorsements . . . 
20. Sundry Liabilities. . . . . . . . 

2I. Total Liabilities. . . . . . . . 
22. Value of currency in Swiss francs at the end of 

each year • • • . • • • • . • • • • . • • 

• Ex.;luding the Banco Nacional Ultramarino and the Banco de Angola. 

'l'llblo 18 (a). 

SUMMARY OF POSITION 
AT THE END OF: 

1929 1930 1931 1932 

.23" 23" 

Escudos (ooo,ooo's omitted) 

! ,,, 
s8r 

IJI 

1 s88 ! 
1,976 

198 
SI 

. 23 
I4 

II9 

273 
290 

S27 

1,976 

14S 210 

'386 320 

371 308 
15 12 
8s 72 

140 107 
76 58 
64 49 

407 362 

1,400 1,378 

198 223 
82 84 
I7 IS 
I7 16 
76 62 
39 32 
37 30 

88S 812 
389 464 

255 225 
241 123 

I2S 166 

1,400 1,378 

1611 

343 

' 333 
10 

II4 
42 
72 

329 

so 
444 

1,518 

237 
102 

17 
II 

4S 
21 
24 

819 
481 

208 
130 

0.23 0.23 O.I7 O.I6 
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effecting a reduction of stamp duties on certain 
classes of credit instruments and banking documents 
with a view to encouraging the development of 
acceptance credit in particular, and of short-term 
investment paper in general, on the domestic money 
market. 

The attached Summary Table is based on the 
official balance-sheet summaries published in the 

Annario EstaJistico for 1929 and in the SitullfdO 
Bancaria for 193G-I932. For reasons given in the 
previous edition of this Memorandum, the Banco 
Nacional Ultramarino and the Banco de Angola 
have been excluded from this table. 

The official banking statistics do not contain 
any summary of the profit-and-loss accounts of 
commercial banks. 

Balanee-sheei Summary .. 

I and 2. Cash and Other Items of a Cash Nature. 

The joint amounts shown for these two items are 
composed as follows : 

Escudoe (ooo,ooo's) 1929 1930 1931 1932 ---- -- --
Cash in bond. . . . . . So 73 126 77 
Deposits in other banks • 82 70 82 89 
Foreign notes and coin . . - z 2 2 

-- ---- --Total. . . . . 162 145 210 168 

Cash in hand consists exclusively of inland notes 
and coins. Balances with the Central Bank are not 
shown separately from deposits in other banks. 

3· Bills discounted and bought. 

The inland bill portfolio includes " bills 
receivable " in addition to bills discounted, as 
follows : 

Escudoe (ooo,ooo's) 1929 1930 1931 1932 
--------

Bills discounted . . . 470 358 292 323 
Bills receivable. . . . 95 13 16 JO ----Total. . . 565 371 3o8 333 

6. Due from Banks (Correspondents). 

Amounts due from banks abroad were not shown 
separately from domestic correspondents prior to 
1930. 

7· Loans and Advances. 

The sums shown are composed as follows : 

Escudos (ooo,ooo's) 1919 1930 ~~~ --
Secured loans and advances 192 203 221 194 
Sundry debtors : 

In ua tioual currency • : ( 231 ) 117 JU 110 
In foreign currency. 87 29 2S 

Total. . . ·I 423 I 407 362 J29 

A minor proportion of the first item above 
consists of mortgage loans which, however, are not 
shown in detail. 

Io. Sumiry Assets. 
Since 1930, this item includes bills for collection, 

etc., previously included in the bill portfolio. 

15. Cheques and Drafts in Circulation. 
Amounts shown represent bills payable. 

16. Due to Banks (Correspondents). 
Amounts due to domestic and foreign banks are 

not shown separately prior to 1930. 

17. Deposits. 
The composition of deposits is shown in detail 

below: 

Escudos (ooo,ooo's) 1929 1930 1931 1932 
-- ----

Demand deposita : 
National currency . - 356 433 451 
Foreign currency. . . - 33 31 30 ----

Total (a) • . 481 3811 4('4 48• 
Time deposit!~ : 

2o6 National currency - 250 221 
Foreign currency. . - 5 4 2 -- --

Total (e). . . 273 255 225 208 

Sundry c1editon : 
Nationo.l currency . . - lh h 74 
Foreign currmcy. . . - 59 41 s6 -- --

Total (d) • . . 290 241 123 IJO 

Grand total • . . 1,044 885 812 819 

The nature of the " sundry creditors " is not 
indicated in the statistics, but, like "sundry 
debtors " shown under assets (see note to group (7) 
above), they would appear chiefly to represent 
current accounts of the business community. No 
distinction is made between deposits in national 
and in foreign currency before 1930. 
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Jnl.roductory Note. 

The Roumwuan banking position remained 
strained during 1933·34· The majority of 
Roumanian credit institutions are still operating 
under a system of special protection pending 
reorganisation or final liquidation. The following 
summary of the principal accounts of the four 
l<•ading banks 1 illustrates the stagnation of banking 
activity during 1933 : 

Four leading banks 
1931 1932 1933 

Lei (ooo,ooo's) 

C.ash, etc. . . . . 921 1,049 1,285 
Hill portfolio . . . 3-555 3.129 2,880 
Loans and advances. 5-321 4-705 4-759 
Securities anc.l partiCiJlationl!l , 8!2 778 767 
Capita I and reserves .. . >.gos 1,922 1,922 
l'<ct pro lib. 133 66 91 
Deposib and creditor.;. S-575 5.270 5-381 
ROOiscounts . . . . 3-154 •-758 2,568 

Total balance-sheet . . 10,9¢ 10,030 10,007 

In 1933, deposits in the four leading banks 
showed no net movement, as compared with a slight 
decline in 1932. Deposits in two of the leading 
banks fell further, but this was slightly more than 
compensated by the improvement in the position 
of the two most important banks, the Banco 
Romaneasca and Banco de Credit Roman. The 
increase in the deposits of the Banco Romaneasca 
was applied almost exclusively to reducing its 
rediscount liabilities with the National Bank. All 
the four banks reduced their bill portfolio further 
and increased their cash resources by corresponding 
amounts. 

An important piece of legislation affecting the 
banking system was passed on May 4th, 1934 
-namely, the Law for the Organisation and Control 
of Banking Business. The principal objectives of 
the law are the consolidation of the Roumanian 
credit system by means of amalgamation or forced 
liquidation, and the elimination of certain 
characteristics of mixed banking which had proved 
undesirable during the depression. The law lays 
down .minimum capital requirements of 20 million 
lei for banks operating in Bucharest, 10 million in 
municipalities, 5 million in other urban districts, 
and at least 2 million lei in rural districts. It 
would appear that the effect of this provision will 
be to reduce very considerably the number of 
banks. Various restrictions are placed on the 
banks' credit activities, including a prohibition to 
engage in real estate and mortgage speculation 

and to participate in industrial or commercial 
enterprises to the extent of more than 25 per cent 
of their capital and reserve funds. . . 

Deposits may not exceed seven times the capital 
and reserves of each bank, and an amount equal 
to 10 per cent of aggregate sight deposits_, sight 
bonds and travellers' cheques must be kept m cash 
or at the National Bank, and 33 per cent in short
term bills. The execution of the provisions of this 
law are entrusted to a newly created Supreme 
Banking Council, whose members include the 
Governor of the National Bank. All banks are to 
submit monthly statements to the National Bank, 
and they are obliged to publish half-yearly balance
sheets and profit-and-loss accounts according to a 
very detailed standard model prepared by the 
Supreme Banking Council. The Council took up 
its functions in July, and the law became effective 
as from September 27th, 1934, by which date all 
banks wishing to be inscribed on the public register 
had to submit to the Council detailed statements of 
their position. · . 

Two other important laws were passed in the 
course of 1934· The first of these, dated April 7th, 
1934, relates to the liquidation of agricultural and 
urban debts and abrogates the Laws of 1932 and1933 
referred· to in the last issue of this Memorandum. 
It provides, inter alia, that agricultural debts shall 
be liquidated in seventeen years in the ratio of 
soper cent oftheir present capital value at 3 percent 
interest, and that urban debts shall be liquidated 
in a period of ten years in the ratio of 8o per cent 
of their present capita! value at 6 per cent interest. 
With a view to sharing losses, creditors affected by 
this law may ask their own creditors for a settlement 
out of court or by a Board of Arbitration. An 
important feature of the law is the Convention 
between the State and the National Bank 
compensating the latter (by means of 17 Yz annuities 
of 450 million lei each) for the losses on its bill 
portfolio resulting from the application of the law 
for the liquidation of debts •. According to the 
report of the Adviser to the National Bank, dated 
July 30th, 1934. the total bill portfolio of the Bank 
remained practically unchanged at 18.3 milliard lei 
in the twelve months ended June 1934, and, of 
this total, 5-3 milliard lei consisted of illiquid 
agricultural and urban bills. 

A second law, passed in September 1934, 
establishes a new regime for foreign trade with a 
view to increasing the favourable balance of trade. 
Though the system of foreign-exchange control has 

. 1 They are in the order of importance, indicated by their respective balance-sheet totals at the end of 1933 given 
m pamathelt'o :_the Banco Romancaaca (3,48<1), llanco de Credit Roman (3.45ti), Banco Commerciala Romana (1,768) 
and the lianco l:ommrrcillla ltahana Romana (1,35~). 

1 See Co"'""""" Bonks, 19ZS·I9JJ, page 183. 
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ACCOUNTS 

Number of Banks . . . . . . . . . . . 

ASSETS. 

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

Bank . . • . .. . . . . . . . . . 
2. Other Items of a Cash Nature . . 
3· Bills discounted and bought . . . . . 

(a) Treasury bills. . . . . . . 
(b) Commercial bills, Inland. . . . . . . 
(c) Commercial bills, Foreign . . . . . . 

4· Investments and Securities. . . . . 
(a) Government • . . . , . . . . . . . 
(b) Other-. • • . . . . . . . . . . . . . 

5· Participations . . . . . . • • • . . . . . . 
6. Due from Banks (Correspondents). . . . . . 

(a) At home. . . . . . . . . . .. 
(b) Abroad . . . . . . . 

7· Loans and Advances . . . . . . . 
(a) On current account • . . . . . . 
(b) Other . . . . . . . . . . , 

8. Cover for Acceptances. . . . . 
9· Premises, etc. . . . . . . . . . . . 

10. Sundry Assets . . . . . . . . . . 
II. Total Assets • . . . . . . . . . . . . • • . 

LIABILITIES. 

12. Capital paid up. . . . . . • . . . . . . . . 
13. Reserve Funds . . . . . . . . . . . . . . . 
14. Profit-and-Loss Account, Undivided Profits, etc .. 
15. Cheques and Drafts in circulation . . . . . 
16. Due to Banks (Correspondents) . . . . . . 

. (a) At home. . . . . . . • . . . . . 
(b) Abroad . . . . . . , . . . . . . . 

17. Deposits . . . . . . . . . • . . . . . . . . 
(a) Current accounts and sight deposits, .. 
(b) Savings accounts • . • . . . . . . . . 
(c) Time or fixed deposits . . · . . . . . . 
(d) Other deposits . . . . . . . . . . . . 

18. Rediscounts and Other Borrowings • . . . . . 
19. Acceptances and Endorsements . . . . . . . . 
20. Sundry Liabilities. . . . . . . . . . . . . 
21. Total Liabilities. . . . . . . . . . . . ._ . 

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

1929 

1,097 

31,826 

34.504 
28,907 
s.s97 

2,6o1 
2,357 

84,280 

10,411 
4.433 
1,947 

280 

51,314 

12,170 

3.725 
84,280 

0.031 

97 

Table 19 (a). 

SUMMARY OF POSITION 
AT THE END OF: 

1930 1931 

1,102 1,037 

Lei (ooo,ooo's omitted) 

8,010 

2,804 

3,300 

34.475 
28,11~ 

6,361 

2,782 
1,333 

83,781 

10,730 
5.353 
1,638 

219 

53.323 

10,033 

83,781 

0.031 

3,06o 

2,625 

24.952 
21,0~7 

3,90$ 

65,459 

10,652 
4.919 

493 
122 

30,206 

16,258 

2,8og 

65,459 

0.031 

1932 

953 

21,985 

2,227 

2.535 

21,88o 
18,o83 

3,797 

56,201 

1o,o6o 
. 4.459 

188 
xs6 

14.454 

701 
56,201 

0.031 
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remained in force since May 1932 and a substantial 
reduction in the transfer of the service of foreign 
debts has been obtained by the Agreement of 
March 1934 with the foreign creditors, the Devisen 
acquired by the National Bank have continually 
diminished in amount as a result of the steady 
decline in the export surplus from 6.4 milliard lei 
in 1931 to 4·7 :and ~-4 milliard lei in 1932 and 1933 
respectively. In the first eight months of 1934, 
the favourable trade balance shrank to 48 million 
lei, as compared with1,258 millions in the first eight 
months of the previous year. This development is 
due to a steady increase in the value and quantum 

of imports and a slight but' steady decline in the 
value and quantum of exports. To remedy this 
situation, the new law establishes a compensation 
system to take effect as from November 15th, 
1934· Its purpose is to ensure that imports do 
not exceed 6o per cent of the value of exports. 
Of the Devisen received from the export of certain 
staple Roumanian products, the National Bank is 
to retain 40 per cent. A similar amount is to be 
acquired by the National Bank for additional 
exports destined to settle the service on foreign 
debts or to liquidate arrears of merchandise debts. 

Balance-sheet Summary. 

I and 2. CliSh Assets. 

The cash reserves of the Roumanian banks are 
composed as follows : 

Lei (ooo,ooo"s) 1929 1930 1931 1932 
------ --

•• Ca.sh ••• . . 3.510 3.742 1.739 1,683 
'"Banks". . . . . J,II9 4,268 1,3Zl 839 -- --Total. . . 6,629 8,010 3.o6o 2,522 

3· Bills tlisc014nted and b014ght. 

No distinction is made between Treasury bills 
and commercial paper ; nor are foreign bills shown 
separately. 

7· Loans and Advances. 

The sums given under (a) are shown in the 
official statistics as " current account debtors" and 
those given under (b) as "sundry advan~ ". 
Current accounts include inter-bank accounts. 

10. Sundry Assets. 

The sums shown in this group of the Summary 
Table are composed as follows : 

Lei (ooo,ooo's) 1929 1930 I93I I932 ------
Mercha.Ddise • . 622 !26 94 55 Collection acco~nta: . . I,440 870 6o6 I46 
Transitory accounts • . . 114 89 462 I63 
Expenditu~e ~elating to fol-

lo" 26 wmg year •.•••. 25 I4 17 u-s. . . . . ISS 233 686 658 
Net balance of guarantee 

accounts and oundlieo. - - - 48o 
Total. ------. . . 2,357 I,333 I,862 1,519 

I+ Profil and Loss, etc. 

. The to~al of the losses incurred by the banks and 
mcluded m &~oup 10 of the Summary Table should 
be deducted m order to arrive at the net profits of 

the banking system as a whole. This is done in 
the following statement : 

Lei (ooo,ooo's) 1929 I930 1931 1932 -- --
Net profit of individual 

banks. . . . . . . . . I,947 1,638 493 188 
Losses of individual banks. ISS 222 686 658 

-- --
Balance representing net 

profits of banking system 1,79" 1,416 -193 -470 

It will be noted that the banking system as a 
whole made a net loss in 1931 and 1932. 

17. Deposits. 

Deposits are not divided according to periods of 
maturity in the official statistics, but distinction 
is made between current-account creditors and 
other deposits as shown in the following table : 

Lei (ooo,ooo's) I929 1930 I93I I932 --
Current-account credito~ • 19,561 18,212 IZ,840 11,71 
Deposits. . . . . 3I.753 35,IIJ 17.366 14.4 --

Total. . 5I,314 53.323 ]0,2o6 26,I83 

20. Sundry Liabilities. 

The composition of the sums in this group of the 
Summary Table is shown below. 

Lei (ooo,ooo's) 1929 1930 I93I i932 --------
Depositors of bills for col-

lection .• . 1,§75 774 769 340 
Tran•itory a~~~ts: . . . 683 524 789 22Z 
Net balance of guarantee 

accounts and sundries. . J,o6o 790 9Q4 -
Unclaimed dividends • • . 84 82 81 8o 
E~rnings ~elating to follow-

mg year. . . . . 323 316 I76 59 
Total. . . 3.7::0 5 2,486 2,809 70I 
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SPAIN. 1 

Introductory Note. 

The commercial banking system of Spain, which 
experienced a rapid and continuous development 
between 1925 and 1930,1 was not affected by the 
world depression until the second quarter of 1931. 
At the end of March 1931, deposits in all commercial 
banks amounted to 7,6oo milli'on pesetas, or 
slightly more than at the end of 1930. The 
European banking crisis of May 1931 led, however, 
to large-scale withdrawals, and by the end of June 
deposits in Spanish commercial banks had been 
reduced to 6,445 million pesetas, a fall of over 1,000 
million pesetas in three months. The loss of 
confidence was confined to the commercial banks, 
deposits in savings banks showing but little 
fluctuation during the critical months. Ten 
commercial banks of secondary importance failed. 
The crisis appears to have reached its culmination 
in July ; at the end of that month note circulation 
touched its highest level at 5.457 million pesetas, 
compared with 4,6o4 millions at the end of March. 
The commercial banks had extensive recourse to 
the Bank of Spain for rediscount and Lombard 
credits; in the second quarter of 1931, the Central 
Bank's total loans and discounts rose from 2,050 
to 3,000 million pesetas. Confidence in the banks 
appears to have been restored by August or 
September ; in the last quarter of 1931 there was a 
slight increase in bank deposits. Moreover, the 
note circulation of the Bank of Spain shows a 
steady contraction after July and the increase in 
its bill portfolio was arrested. Between the end 
of March and the end of August 1931, the peseta 
depreciated from 55 to 46 per cent of its gold parity. 
and by December 1931 it had fallen to 44 per cent. 

During 1932, there was a return flow of deposits 
to the commercial banks, as is shown in the 
following table : • 

Pesetas (ooo,ooo's) 
End of : 1929 1930 1931 193Z 1933 -- -- ---- --

r. Ordinary savings banks. 1,703 1,88• ~.014 l,158 ... 
2. Postal savings banks • 25• •65 l78 298 318 
3· Mo111es tlo Pitdatl . . . 365 370 409 423 443 
4· Savings deposita in Pri-

vate banks • • • • • 1,287 1,301 1,03 I 1,026 1,114 

5· Total savings deposita • J,6o7 J,818 3.722 3.905 
r----: 

6. Other deposits in PriV'dte 
banks . . . . . . • 4.797 S.Z46 4·353 4.785 4.942 

7· Total deposita. . . • 8,404 9.064 8,075 8,6g2 

A year after the crisis, savings deposits and other 
deposits were higher than in 1929, and by the end 
of 1933 savings deposits had reached the high 
peak of 1930. During 1932, 1933 and the first 
half of 1934, the loans and advances of the Bank 
of Spain declined well below their 1931 level, and 
the note circulation showed a similar contraction. 
Both these items have remained, however, slightly 
above the levels reached in 1930. 

The nature and extent of the improvement in the 
banking situation since the setback of 1931 is 
brought out more clearly by the accounts of the 
"inscribed banks ". At the end of 1932, these 
banks held go per cent of all deposits, and were 
responsible for 88 per cent of the combined balance
sheets of all commercial banks in Spain. The 
following is a summary statement of their balance
sheets:' 

1 As it was not possible, for reasons of space, to give a full ac:c:ount of recent banking developments in Spain in the 
last edition of this volume, the present chapter covers the period since 1931. 

1 In 1925, there were 146 banks with a total balance-sheet of 8,100 million pesetas, and in 1930 the banks numbered 
228 and their total balance-sheet amounted to 13,400 million pesetas. The growth of banking resoun:es wao particularly 
rapid - 65 per c'nt as measured by total balancy-sheet - between the end of 1927 and the end of 1930. In the oame 
period the note circulation of the Bank of Spain rose from 4,20• to 4,767 million pesetas, and the depreciation of the peoeta 
in terms of U.S. dollars from u to 40 per cent. 

1 As the complete figures on the savings deposit.. and other deposita of all the commercial banks given in the previous 
issu~ of thil M.....,.alldu• are published with a delay of twr. years, tbe depooit figures of tbe " iDBCribed " banks have 
been used instead. At the end of1932, tbese represented 90 percent of all deposita held by the entire commercial banking 
system. Depooits of over one month have been taken to represent savings deposita, and "other deposita" are the oum 
of sight deposits, deposits in foreign currency, and depooits up to one month, shown separately in the balance-sheet. of 
the " inscribed " banks given in the table on page 100. 

1 These are pnbli•bed quarterly by the Supreme Banking Council in the Bala11Ces lri,..slrales tlo Ia Banca ifiS&rila. 
Their cla•sification and composition are identical with thooe of the more complete figureo reproduced in the IUmmary 
balance-sheeta and explained in the notes. 
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Uec. Dec. llcc. End of : IC)29 IC)JO 1931 

Number of banks •• . . . . 123 132 124 

Assns. 
1. Cash balances with the Bank 

of Spain . . . . . . . 965 I ,CX>I 1,049 
2. Balances with other banks 577 583 563 
J. Bill portfolio . 1,662 1,708 1,396 
4· Securities . . . 3.550 3.922 3.739 

0/••AirA: Public •• . (2,117) (2,381) (2.296) 
S· Leans and advances . . 2,222 2,284 1.717 

Of •AirA: On current account (448) (437) (375) 
6. Cover for acceptances 114 133 96 
1· ~mises, ~tc •• . 243 255 261 
8. Sundry assets • . . 1.453 1,404 1,3o6 

9· Total a...,ts. . . . . . . . 10,785 11,290 10,127 

LIABILITIES, 

1. Capital and ~se-rves . . . 1,307 1,394 1,413 
2. Billa payable and other obliga-

tiona •• . 185 162 165 
J. Due to banks • . 1.548 1.6.19 1.835 
+~ts. . 6,084 6.s6s 5.374 

(a) Sight. . . (3,197) (3.425) (2.707) 
(b) In fo~ign currency. (4o8) (474) (307) 
(c) Up to one month . (1,193) (1,368) (1.338) 
(d) Over one month. (1,287) (1,301) (1,021) 

5· Acceptances .• . . 114 133 96 
6. Sundry liabilities . . . . 1.548 1,394 1,244 

7• Total liabilities 10.785 11,290 10,127 

The growth of deposits has been steady and has 
continued through the first half of I934· Capital 
and reserves have risen appreciably since December 
1930, despite a reduction in the number of banks 
reported. Since the middle of 1932, the bill 
portfolio has remained practically unchanged, 
while loans and advances - which, like bills 

Junl" llcc. June S.pt. lJ<c. I Ullt' S.pt. 
19J:I 1932 1933 IQ33 1933 1934 1934 ----
123 124 121 122 124 us 124 

Peseta~ looo,ooo'') 

1,022 1,057 1,087 1,017 1,137 1,201 1,027 

s68 s8o 543 587 544 548 580 
1.475 1.515 1,485 1,483 1.473 1,486 1,501. 

3.911 J,867 3.946 3.947 3.988 4,071 •·•44 
(2,467) (2,441) (2,524) (2.513) (2,572) (2.524) (2,718) 
1,739 1,797 1,797 1,913 1,924 1,934 1,972 
(404) (414) (425) (474) (487) (490) (519) 

87 So 78 75 76 88 86 
265 276 276 285 288 286 281 

2,035 2,047 2,295 2.345 2,151 1,870 1,621 --
11,101 11,219 11,507 11,653 ll,581 Jl,484 11,311 

1.424 ~.447 1.432 1,452 1.419 1.470 1,451 

155 141 126 121 153 134 IJI 
1,740 1.774 1,731 1.749 1,861 1.728 1,763 
5.736 5,812 5.983 6.052 6,os6 6,284 6,Jl 5 

(2,875) (2.922) (2.933) (2.972) (2,¢2) (J,066) (3,097) 
(295) (275) (250) (255) (287) (264) (262) 

(1,522) (1.589) (1,682) (1,675) (1.693) (1,813) (1,816) 
(1,045) (1,026) (1,ll8) (1,150) (1,114) (1,141) (1,140) 

87 So 78 75 76 88 86 
1,958 1,965 2,157 2,205 2,016 1.781 1,565 

:11,101 11,219 11,507 11,653 ll,581 ll,484 II,Jll 

discounted, had shown a very sharp decline in 
I93I - have steadily increased. It will be 
observed that, in recent months, the banks have 
greatly increased their cash deposits with the 
Bank of Spain. At the middle of I934, the ratio of 
cash to total deposits amounted to nearly 20 per 
cent as compared with IS per cent at the end of I930. 

Balance-sheet Summary. 
Number of Banks. 

The division of the total number of banks was 
as follows at the end of each year under review ; 

1929 1930 1931 1932 ----
lnocribed banks . 123 132 124 124 
Non·inocribed banks . 8o 85 82 87 
Foreign banb • . . . 12 II 12 10 

--
Total. . . zrs zz8 218 221 

I. CIWJ. 

The amounts shown in the Summary Table 
consist of " cash and balances with the Bank of 
Spain.". 

2. Other Items o/11 CIWJ Nlllure. 

The sums shown under this heading consist of 
cheques, etc., on other banks and small amounts 
of foreign money. 

3· Bills discounted and bought. 

The sums shown in the table consist entirely 
of commercial bills and are composed as follows : 

. Up to Over 
Pesetas (ooo.ooo"s) ninety ninety Total 

days days 

1929 . . . . 1,890 19 '·909 
1930 . 1,928 22 1,950 
1931 . '·575 16 1.591 
1932 . . . . . . . 1,656 17 1,673 

7. Loans and Advanus. 

The sums shown are composed as follows : 

Pesetas (ooo,ooo'sl 1929 1930 1931 1932 -- -
Sight advances. . . . . . sso 577 495 SJO 
Loane In foreign curnmcies. 539 522 294 200 

Total (a) . -- ----. 1,119 '·099 789 730 
Time advanceo, . . . . 683 719 531 5&5 
Collateral advances. . . . 8oS 921 746 736 --Total (b) . 1.491 1,640 1,277 1,322 

Grand total • . . 2,610 2,7J8 2,066 3,051 
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SPAIN. COMMERCIAL BANKS Table 20 (a). 

SUMMARY OF POSITION . AT END OF: 
ACCOUNTS 

1929 1930 1931 1932 

Nwnber of banks. . . . . . . . . . . . . . . 215 228 218 221 

ASSETS. Pesetas (ooo,ooo'a omitted) 

1. Cash •. . . . . . . . . . . . . . . . . . I,III.3 1,146·7 1,232.9 1,193·3 
(aj Gold, silver and smllll coins. . . . . - -· - -
(b) Inland notes and balances with Central 

Bank . . . . . . . . . . . . . . - - - -
2. Other Items of a Cash Nature. . . . . . . . 888.8 852·5 772·4 779-4 
3· Bills discounted and bought. . . . . . . . . 1,909·4 1,949·5 1,590·7 1,672·9 

(a) Treasury hills. . . . . . . . . . . . - - - -
(b) Commercial bills, inland. . . . . . - - - -
(c) Commercial bills, foreign . . . . . . - - - -

4· Investments and Securities. . . . . . . . . . 3.807·4 4,166.4 3.927·3 4,04J.5 
(a) Government . . . . . . . . . . . . . 2,2)1.) 2,,519.3 2,440·7 2,,562.8 

• (b) Other . . . . . . . . . . . . . . . . 1,,576.1 1,647.1 1,486.6 1,480.7 
5· Participations . . . . . . . . . . . . - - - -
6. Du~ from Banks (Correspondents). . . . . - - - -

(a) At home ..... . . . . . . . . . . - - - -
(b) Abroad . . . . . . . . . . . . . . - - - -

7· Loans and Advances. . . . . . 2,610.2 2,738·3 2,065.5 2,051·4 
(a) On current account . . . . . . . 1,119.1 1,098.6 788.7 729.6 
(b) Other . . . .• . . . . . . . 1,491. t 1,639·7 1,276.8 1,321.8 

8. Cover for Acceptances . . . . . . . . . 159·8 170·7 129.1 94-9 
9· Premises, etc. . . . . . . 293·6 315.1 313.6 332.0 

10. Sundry Assets . . . . . . . . . . . . 2,100.5 2,098.2 1,go8.9 2,578·5 
II. Total Assets . . . . . . . . . . . . 12,881.0 13,437.4 11,940.4 12,745.9 

I.IABILJTIES. 

12. Capital paid up . . . . . . ' . . . . . 1,oso.5 1,092.8 x,o58.3 1,045·3 
13. Reserve Funds . . . . . . . . . 418.3 457·9 526.0 531·7 
14. Profit-and-Loss Accounts,DividendAccounts,etc. - - - --
I 5. Notes in Circulation . - - - -. . . . . . . . . 
16. Cheques and drafts, etc., in Circulation. . . . 208.6 183.3 189.6 158·5 
17. Due to Banks (Correspondents) . . . . . 1,865.2 1,1)1').6 2,o61.3 1,96o.6 

(a) At home. ..... - - -. . . . . . . . . . . 
(b) Abroad - - - -. . . . . . . . . . 

18. Deposits . . . . . . . . . . . . . . . . . . 6.943·0 7·471·9 6,127.2 6,446.1 
(a) Current accounts and sight deposits . 4,206.2 4·.538.6 3 • .5,53.8 3,623.2 

(b) Savings accounts . - - - -. . . . . . . . 
(c) Time or fixed deposits . . . . . . . 2,736.2 2,933·3 2,,573·4 2,822.9 

{d) Other deposits . - - - -. . . . . . . . . . 
19. Rediscounts and Other Borrowings . . ... - - - -. 
20. Acceptances and Endorsements . . . . . . 159·8 170·7 129.1 94·~ 
u. Sundry Liabilities. . . . . . . .. . . . 2,235·6 2,141.0 1,848.9 2,508. 

2z. Total Liabilities. . . . . . . . . . . . . . 11,881.0 13,437.4 11,940.4 12,745.9 

23. Value (I{ currency in Swiss francs at theendof 
each year . . . . . . . . . . . . . . . . 0.71 0-55 0-43 0.42 
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II and 22. Total .Assets tuul Liabilities. 
Not including unpaid capital or banks' holdings 

of own shares. These two items were as follows 
in the years under review : 

Peseta (ooo,ooo't~) Unpaid Holding of Total 
capital ownsbares 

1929 . . . . . . . . . 100 435 596 
1930 • . . • . 130 610 740 
1931 . . . . . . . 156 585 741 
19]2 . . . . . . . . 146 557 703 

13. Reserve Funds. 

For 1931 and 1932, this item includes a special 
fund of CJ6 and 126 million pesetas for currency 
fluctuations shown separately since 1931. 

18. Deposits. 
The amounts shown under (a) in the Summary 

Table consist of sight deposits and deposits in 
foreign currencies and those under. (c) consist of 
deposits made for one month and for longer 
periods. 

Pesetas (ooo,ooo's) 1929 1930 1931 1932 ----
Sight deposits • . . . . . 3.694 3.916 ],148 ],302 
Deposits in foreign curren-

cies. . . . . . . . . 512 623 4o6 321 
---- ----Total (a) • 4,206 4.539 3.554 3,623 

Time deposits : 
Up to one month 1,290 1.473 1,430 r,68r 
Over one month 1,446 1,400 1,143 1,142 

Total (c) • . - 2,7J6 2,933 2,573 2,823 

Grand total (a)+(c). 6.943 7.472 6,127 6,446 
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SWEDE.~. 

Introductory Note. I 

The following statement summarises the principal 
accounts of the commercial banks and the Riksbank 
from the end of 1932 to September 1934 : 

Kronor (ooo,ooo's) Sept. 
End of: 1932 1933 193~ 

Com,..reial Banlls: 
Cash and other items of a cash 

nature. . . . . . . . 180 391 391 
Domestic discounts• and loans 4.200 3.905 3.815 
Deposits. . . . . . 3.556 3,628 3.648 
Rediscounts with Riksbank us - -

Riksbank : 
Note circulation . . . . . . 598 648 69s 
Gold at home and abroadb. . 200 . 370 374 

Riksbank and Commi!rcial Banks: 
Foreign assets (net holdings) • 428 553 664 

• Excluding rediscounts. 
b Gold counted at legal mint parity, even after the 

suspension of the gold standaid. 

As may be seen from this table, the volume of 
loans and discounts continued its downward trend, 
though at a reduced rate, in the first nine months 
of 1934· The process of debt liquidation thus 
more than counterbalanced, in the volume of credit 
outstanding, the effects of the substantial revival 
of production and trade which took place in 
Sweden during the same period and which are 
reflected in the expansion of the note circulation. 
In consequence, the cash reserves of the commercial 
banks remained abnormally large in 1934 ; 
rediscounts with the Central Bank were negligible 
in amount ; and money rates stood at exceptionally 
low levels. I The slight increase in aggregate 
deposits with commercial banks in the first nine 
months of 1934 was due to an expansion of current 
accounts ; time and savings deposits declined by 
25 million kronor. Between September 30th, 1933, 
and September 30th, 1934, current account and 
sight deposits increased from 654 to 718 million 
kronor, while time and savings accounts declined 
from 3,0II to 2,930 million kronor ; aggregate 
deposits at the end of September 1934 were thus 
17 million kronor lower than a year before. 

During the year ending September 30th, 1934, 
the aggregate net foreign assets of the Riksbank 
and the commercial banks combined rose from 442 
to 664 million kronor. The commercial banks 

accounted for nearly the whole of the increase of 
over 100 million kronor, which took place in the 
first nine months of 1934· Their net foreign claims, 
which had amounted to 100 million kronor at the 
end of September 1933, rose from 1o6 million kronor 
at the end of 1933 (after declining to 77 millions in 
March 1934) to 195 million kronor at the end of 
September 1934. This development represented a 
reversal of the policy pursued by the commercial 
banks in the preceding two years, when all foreign 
exchange received by them was, as a rule, 
immediately sold to the Riksbank and when, in 
consequence, the considerable increase which 
occurred in the total foreign assets of the Swedish 
banking system as a whole was mainly concentrated 
with the latter. The change of policy with regard 
to foreign holdings of commercial banks in 1934 
appears to reflect, on the one hand, the insufficiency 
of short-term investment opportunities on the 
domestic market, in conjunction with the 
restrictions placed upon long-term investment by 
the new banking law 1 which came into force on 
January 1st, 1934. and, on the other, the narrowing 
of the range of fluctuation of exchange rates 
(particularly after the provisional stabilisation of 
the dollar at the beginning of 1934). 

In May 1934, one of the largest Swedish banks, 
the Skandinaviska Kreditaktiebolaget, which had 
been heavily involved in the breakdown of the 
Kreuger concern in 1932, was able to repay the 
last 20 million kronor of the State credit of us mil
lion kronor (secured by certain investment holdings 
of the bank), which it had received in 1932 for a 
period of ten years.' 

In accordance with a resolution passed by the 
Swedish Parliament in June 1934, a semi-official 
banking institution for industrial credit was 
established in the autumn of 1934· The object of 
the new institute is to grant medium- and long-term 
credits - particularly to smaller industries lacking 
direct access to the capital market - and also, 
especially in view of recent banking legislation, to 
relieve the commercial banks of certain credits 
which are not short-term in character. The 
institute was formed as a joint-stock company with 
a share capital of 8 million kronor, of which 
6 million kronor was subscribed by the State, the 
remainder being taken up by five of the larger 
commercial banks. The Government, through the 

I In the last edition of this MemoranduM, the Introductol)' Note to this -uon covered banking developments in 
Sweden up to ~e end of 1933 : the present note theref01e deala only with the changes which have taken place in 1934. 

• Since December 1933. both the official disconnt rate and the ma~ket rate for three-months comme~cial pape1 have 
~2~pel~ ~ 

1 Tho Inain provisions of this law we1e summarised in the preceding edition of this: publication. 
• For further details, see Ctmtmercial Ba11ks I92S-I9JJ, pages 193 and 194. 
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National Debt Office, also put a guarantee fund of 
u million kronor, in the form of 4 per cent State 
bonds, at the disposal of the institute. These 
bonds, however, remain in the possession of the 
State, and will only be used if, in the event of 
liquidation of the institute, its own resources should 
prove insufficient. The institute is authorised to 
borrow funds of an amount equal to four times the 

sum represented by this guarantee fund plus the 
reserves subsequently accumulated from operating 
profits. Together with its share capital, the 
institute thus possesses an initial lending capacity 
of s6 million kronor. Its dividends are limited to 
5 per cent, and the majority of its shares must 
always remain in State ownership.· 

Balance-sheet Summary. 

I. Cash. 
The sums given under (a) represent exclusively 

gold. Silver and small coins are not shown 
separately from domestic bank-notes and sight 
balances with the Central Bank. 

a. OtlaeY I tetm of 11 C fiSh Nature. 

The sums given in this group consist of cheques 
and bills payable at sight and foreign bank notes. 

3· Bills discounted and bought. 

Treasury bills are included under securities given 
in group 4· Inland discounts in group 3(b) exclude 
bills rediscounted, which, in conformity with the 
procedure adopted in the Swedish statistics, are 
given in a special account (item 23 of the Summary 
Table) outside the balance-sheet proper. In the 
foiiowing statement,the inland discounts are shown, 
including the rediscounts in conformity with the 
practice foilowed in most other countries : · 

Kronor (ooo,ooo's) 1929 1930 1931 1932 1933 -- --1--- --
Inland bills : 

In portfolio • . . . 966 1,028 976 1,169 I,IOJ 
Rediscounted . . 254 199 327 ll6 I -- --Total. 1,220 1,227 1,303 1,284 1,104 

4- ltJveslmems and s~rities. 

Kronor (ooo,ooo's) 1929 1930 1931 1932 1933 -- - -- -- --
Go9enunent !II!Cilritiee and 

inten.sl:·bearing bonds: 
Inland ... 162 185 177 199 217 
Foreign. . . 135 173 126 98 63 

Sbarea·. . . . . 98 103 108 129 1h -Total. . 395 ¢1 4ll 426 46• 

1· Loans and Advances. 

The sums shown under (11) only represent 
amounts actually drawn ; the undrawn balanceS of 
the credits opened by the banks are not included 
in the balance-sheets proper in the Swedish banking 
statistics. On the other hand, the total amount of 
credits opened is shown in these statistics as a 
separate account outside the balance-sheet. The 
~drawn balances obtained by deducting the sums 
mcluded from those shown outside the balance-

sheets are given separately in group 22 at the 
bottom of the Summary Table. In the following 
statement, the loans and advances, including the 
undrawn balances as above, are divided according 
to the nature of their cover : 

Kronor (ooo,ooo's) 1929 1930 1931 1932 1933 ---- ·---- --
Credits opened in current 

account: 
Actually dmwn . 732 849 792 65o 542 
Undm wn balance• • 310 269 257 238 254 

Loans . • . . . . . . 2,471 2,559 2,6oo 2,J8t 2,26o 

Total. . . . J.513 3.677 3.649 3,269 3,056 
Thereof gmnted against: 

1. Mortgages . . . 1,468 1,427 1,J98 1.419 1,427 
2. Sbarea • . . . . . . 1,123 
3· Bonds, goods or other 

1,253 1,183 888 707 

real security. 384 475 589 495 495 
4- Personal guamntees 538 522 479 467 427 

Total as above. . J.S13 3.677 3.649 3,269 3,056 

17. Deposits. 

The sums given under (a) include, in addition to 
sight accounts proper (giro and cheque accounts), 
deposits on less than one month's time or notice. 
In conformity with the principles adopted in the 
Swedish banking statistics, the potential sight 
liability represented by the unutilised balances of 
credits granted are not included under deposits in 
the Summary Table, but are shown as a separate 
account outside the balance-iiheet. Had they been 
included, the sums under (a) would have been as 
follows: 

Kronor (ooo,ooo'a) I929 1930 1931 1932 1933 -- -- -- -- --
Giro and cheque accounts • 409 436 438 4o6 437 
Unutllised balances of 

credits opened • . . . . JIO 269 257 238 254 
Deposits under one month 250 245 172 219 237 

Total. . . . 969 950 867 863 928 

18. Red~scounts and Other BOf'Towings by the Banks. 

The sums given in this group of the Summary 
Table are headed in the banking statistics 
"borrowings from other than banks and savings 
banks ". They include the bonds of a mixed 
commercial and mortgage bank (Stockholms Intec/t,.. 
ningsgarami, A .B.) and registered certificates 

[ Cotlli..,.ed 011 P"f' :ro6. 
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ACCOUNTS 

Number of: Banks . . . . . . . . . • . . 
Branches and Sub-Branches. . . . . . 

AssETS. 
1. Cash . . . . . . . . . . . . • . . . . . . 

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

· Bank. . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . . . 
3· Bills discounted and bought. . . . • . . . . 

(a) Treasury bills • • . . • • • . . . . . 
(b) Commercial bills, Inland. . . . . . • . 
(c) Commercial bills, Foreign • . • . • . . 

4· Investments and Securities. . •..••... 
(a) Government . • . . . . . ...•• 
(b) Other . . . . . • . . . . . . . • . 

· 5· Participations . . . . . . . • • . . . . . . 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home. . .•••.....•.•. 
(b) Abroad . . . . . . . • . . . •... 

7· Loans and Advances. . . . . . . . • . . • . 
(a) On current account . . . . • . . . • . 
(b) Other . . . . . . . . . . . . .. 

8. Cover for Acceptances . . . . . • . . . . . . 
9· Premises, etc. . . . • . . . . • . • . , • 

xo. Sundry Assets . . . . . . . . . . • . . . . 
u. Total Assets . • • • . . . . . . . . . • . . 

LIABILITIES. 

12. Capital paid up. . • . . . . . . . . . . • 
13. Reserve Funds . . . . . . . . . . . . . . 
14. Profit·and-Loss Accounts, Dividend Accounts, etc. 
15. Cheques and Drafts in Circulation ••.... 
16. Due to Banks (Correspondents) . . . . . . . . 

(a) At home .•.•..........• 
(b) Abroad ......•......•• 

17. Deposits . . . . . . . • • . . . . . . . . . 
(a) Current accounts and sight deposits ... 
(b) Savings accounts . . . . . • . . . . . 
(c) Time or fixed deposits. . . . . . • 
(d) Other deposits . . • . . . . . . .. 

18. Borrowings by the Banks . . . . . . . . . , 
19. Acceptances and Endorsements. . ...•.• 
20. Sundry Liabilities. . . • . . . . . . . . . 
21. Total Liabilities . . . • • . . . . . . . . . • 
22. Unutilised balances of credits granted . . . . 
23. Rediscounts . . • . . • . . . . . . . • • • 
24. Borrowings against own or pledged securities . . 
25. Guarantees. . . . . . • . . . . • . . . . . 
26. Value of currency in Swiss francs at the endof 

each year. . . . . • . . . . . . . • • . 

• ] IUlaaJ}' 30th, 1932. 

1929 

30 
1,015 

83 

43 
1,047 

966 
81 

395 

302 
89 

213 
3,203 

732 
2,471 

89 
220 

5,383 

514 
312 

93 
319 
208 
III 

3.481 
659 
688 

2,134 

2Q7 
6 

361 
5,383 

310 
254 
41 ... 

1.39 

105 

Table U (a). 

SUMMARY OF POSITION 
AT THE END OF : 

1930 1931 1932 1933 ~934 

30 30 30 29 21) 
1,015 1,016 1,012 1,011 _ 

Kronor (ooo,ooo's omitted) 

89 88 133 333 287 
1 

1,150 

1,028 
122 
461 

208 
93 

115 
3.408 

849 
2,559 

I 

87 
47 

1,066 

170 
83 
87 

3·392 
792 

2,6oo 

I 

132 

47 
1,239 

266 
172 

94 
3,031 

6so 
2,381 

I 

3.l2 
58 

1,166 

229 
140 

89 
2,802 

I 

286 
62 

1,117 

88 94 98 96 
230 453 so6 221 

5,49l 5,689 5,654 5,387 
I __;--1--'---1 

514 
321 

82 
458 
212 
246 

3.631 
681 
710 

2,240 

76 
320 
257 

63 
3.553 

610 
686 

2,257 

525 
293 

6x 
334 
287 

47 
3.556 

625 
648 

2,283 

505 
204 

72 
354 
245 
109 

3,628 
674 
643 

:Z, 3 Jl 

314 325 532 487 
I 2 I 3 

386 382 387 401 
l-=-~=-l--:-=::-=.-::--+-::-+::-:-5,707 5,49l 5,689 5,654 

26q 257 238 254 
199 327 u6 1 
28 25 129 91 

(265)• 151 x;6 

1.39 0-95 0.93 0.87 

486 
202 

78 
309 
249 

6o 

3.553 
697 
6s6 

2,200 

421 
7 

331 
5,387 

13 
134 
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SWEDEN. COMMERCIAL BANKS Table 21 (b). 

ACCOUNTS 

Number of Banks. . . . . . . • . . . . . . . • 

Capital paid up. . . . . • . . . • . . . . . • • 
Reserves and Undivided Profits . . . . . • . . • 

I. Gross Profits. . . . . . . . . . . . • . • . 
To be deducted: 

2. Expenses. . . . • . . . · . . • . . . . . • • 
(a) Salaries, etc. . . . . . . . • • . . • • 
(b) Other working expenses . . . . • . • • 
(c) Taxes, etc. . . . . . . . . . . . .• 

3· Reserved for Pension Funds, etc. • . . . . . • 
4· Written off on (Depreciation Accounts for) . . • 

(a) Premises, etc. • • . : . . . . . . . • • 
(b) Investments and secuntles ...•.•• 
(c) Other assets . • . . . • • . . . . . • 

5· Remaining Net" Profit ( +) or Loss (-) • . • • 
6. Carried forward from preceding year • • . • • 
7· Taken from Reserves or Capital ..•••••• 

8. Total Amount disposed of for Dividends, etc. • • 

q. Carried to Reserves. . . . • • . • • . . . . 
IO. Dividends . • . • • . . . . . . . . . . . • 
II. Directors' Fees, etc. • . . . . . . . • . • • 
12. Carried forward to following year. . • . • . • 

IJ. Total as above • • • • . • • . • • • • • • • 
• 

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

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRffiUTION OF PROFITS 

FOR THE YEARS : 

1929 1930 1931 1932 

30 30 30 30 

Kronor (ooo,ooo's omitted) 

514 
348 

160.4 

74-4 
... 6.1 
19.0 

9-3 
1.2 

19.8 
1.9 
1.4 

16.5 

514 
362 

156.4 

77-5 
4J.2 
21.5 
8.8 
I. I 

38.6 
2.1 
2.5 

34· 0 

+ 65.0 + 39.2 
35-9 41.1 

- 17.1 

100.9 97.4 

8.8 
51.0 

41.1 

100.9 

1.39 

3·8 
49·4 

44-2 

97.4 

1.39 

525 
353 

169.9 

75·6 
46·9 
21.2 

1·5 
0.5 

61.9 
o.8 

28.1 

33·0 

+ 31.9 
44·2 

1.7 

77.8 

II.4 
34·7 

31·7 

77.8 

0.95 

525 
325 

162.2 

70.5 
.46·4 
19.9 

4-2 
0.3 

236.8 
o.8 

43·9 
192.1 

-145.4 
31-7 

!60.4 

46.7 

27.2 

46.7 

1933 

29 

505 
231 

135.7 

70.6 
... 6.6 
19.5 

4·5 
0.5 

47-I 
0.5 

10.9 

35·7 

+17.5 
27.2 
8.7 

53.4 

0.3 
23-9 

53.4 

Kronor (ooo,ooo's) 1929 IQ30 1931 1932 1933 1934 
----------

(fiJrlagsbevis) issued by some of the banks for 
the purpose of strengthening their position. In 
addition, the banks have frequent recourse to 
rediscounting of bills almost exclusively with the 
central bank. These bills and the liability incurred 
in respect of them are not included in the balance
sheet proper in the banking statistics. The 
borrowings of the banks against their own securities 
or securities received as collateral for loans are 
likewise excluded and are shown outside the 
balance-sheet. If these two items be added, the 
following totals are obtained : 

Borrowings from other 
than banks: 

Mortgage bonds ••. 135 150 t6o 151 147 • 
Fo•lagsbeuis. • • • • 156 159 159 258 256 256 
Other borrowings . • 6 5 6 12 ~ 84 • 

Total (group 18). 297 314 325 532 487 421 

Rediscounts. • • • . 254 199 327 II6 1 -
Borrowings against 

own or pledged se-
curitie!', • • • • 41 28 •s 129 91 13 

Grand total. . . ""592 W 677 m m 4J4 
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SWITZERLAND. 

Introductory Note. 

The main features of the banking situation in 
Switzerland in the course of 1933-34 were the 
continued withdrawal of deposits, principally on 
foreign acc<:unt, the suspension of payments by the 
Banque d'Escompte suisse and by two local banks, 
and the amalgamation and reorganisation of certain 
other banks. After reaching the record figure of 
16.1 milliard francs in 1930, total deposits of all 
banks in Switzerland declined to 15.8 and 15.5 mil
liard banes at the end of 1931 and 1932 respectively. 

·In the course of 1933, the rate of decline increased 
and total deposits dropped by 672 millions. This 
fall was confined exclusively to the commercial 

I 

Francs (ooo,ooo's) 

banks, whose deposits fell by 720 million francs 
during 1933. (See deposit figures under Note 17 
of the Balance-sheet Summary.) Of the three 
groups of institutions constituting the commercial· 
banking system of Switzerland, the big banks 
suffered the heaviest loss of deposits - 627 million 
francs, as compared with 57 millions for the local 
banks and 36 millions for the cantonal banks. The 
contraction of the balance-sheet of the big banks 
is not, as the following summary of their principal 
accounts shows, to be attributed to any appreciable 
extent to the exclusion in 1933 of the accounts of 
the Banque d'Escompte suisse, now in liquidation : 

2 5 4 5 6 

Decembf,r Decembf,r December December Derembf,r June 
End of' 1930 1931 11)32 1932 1933 1934 

Number of banks , . . . . . . . . . . 8 8 8 1 1 7 

1. Cash, etc. • . . . . . . . . . . . . 344 995 970 961 818 6os 
2. Bill portfolio. . . . . . . 1.483 951 807 783 644 613 
3· Securities, etc •• . . . . . . . . 300 281 266 209 ·~ 202 195 

. . . . 1,651 718 538 497 392 427 4· Correspondent debto"' 
5· Loans on current account . . . . . 3.It5 2,562 2,298 2,287 :1,016 1,978 
6. Capital, reserves, etc .• . . . . . 1,163 1,2<>6 1,171 1,091 I,I'XU 988 . . 8so 470 376 298 321 300 1· Correspondent creditors. 
8. Deposits . . . . . . . . . s.644 4.916 4.487 4.348 3.86o 3.547 

Of which: 
(a) Curnntaccounts. . . . . (1.386) (1,po) (1,489) (1,458) (1,)06) (1,179) 
(b) Time deposits • . . : . . . . (z.s8o) (1,782) (1,433) (1,400) (1,205) (1,129) 
(c) Cash bonds . . . . . . . . (1,678) (1,614) (1,s6sl (1.490) (1,349) (1,239) 

· 9· Acceptances • . . . . . . . 673 
10. Total balance·sheet (including unpaid 

capital) • . . . . . . . . . . • • 8.578 

The 1932 accounts of the big banks are given . 
twice in the above table, column 3 including the 
accounts of the Banque d'Escompte suisse and 
column 4 excluding them. This throws into relief 
the relative unimportance of the Banque d'Es
compte suisse - its balance-sheet (322 million 
francs) represented less than 5 per cent of the total 
accounts of the eight big banks in 1932 - and 

_permits a more accurate survey of the development 
of the big banks during 1933. Between 1932 and 
1933, the deposits of the seven banks fell by 
488 millions, current accounts and time deposits 
declining by 152 and 195 millions respectively and 
cash bonds showing a contraction of 141 million 
francs. Part of the reduction in cash bonds is due 
to redemption by the banks themselves. 

Apart from this factor, the decline in deposits 
was mainly due to foreign withdrawals in the 
second baH of 1933, which are reflected in further 
reductions in cash resources, foreign bills and 
correspondent debtors. (The apparent reduction 

339 193 179 130 135 

7.171 6.429 6,107 $.547 5.193 

in loans on current account was largely due to 
amortisations.) The first item mentioned was the 
most important : bankers' balances with the 
National Bank fell from 825 millions at the end of 
1932 to 521 millions at the end of 1933, and the 
gold reserves of the National Bank declined by 
473 million francs during the same period. 

In the course of 1933, there was a net export of 
gold from Switzerland amounting to ZII millions, 
as compared with a net import of 88o millions in 
the previous year. Despite a reduction of over 
300 million francs in total bankers' balances with 
the National Bank, the cash resources of the seven 
big banks declined only by 143 millions. The 
difference is largely due to further acquisition of 
gold in the course of 1933· The net purchase of 
gold by the Swiss and foreign banks for their own 
account and for that of customers amounted to 
278 millions, as compared with 140 millions in the 
previous year. 1 

1 DM Scltweiztriscloe Bankwesm im Jaltr• I933 (published by the Statistical Service of the National Bank of 
Switzerland), page 20. 
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Tite deposits of the seven big banks fell by 
another 416 million francs in the first nine months 
of 1934· The decline was particularly severe in 
the first six months of the year, when it amounted 
to 323 million francs. The stability of deposits 
\\ith the cantonal banks, the further decline in 
current ·accounts with the big banks, and the fall of 
some 36o million francs in the gold holdings of the 
National Bank in the first six months of 1934 would 
suggest that this fall in deposits was also due 
principally to withdrawals by foreign depositors. 
An indication of the amount of foreign capital 
that has sought refuge in Switzerland is afforded 
by the fact that, despite withdrawals, largely on 
foreign account, of some 2,100 million francs of 
deposits from the big banks in the three and a-half 
years ended June 1934, Swiss balances and cash 
bonds still in foreign ownership are estimated 1 at 
between 1,200 and 1,500 million francs, and Swiss 
securities held by foreigners at 200 million francs. 

The share of the big banks in the balance-sheet 
totals of all the three groups of commercial banks 
has fallen steadily from 43 per cent at the end of 
1930 to 35 and 32 per cent at the end of 1932 and 
1933 respectively. The discounts, loans and 
advances of the big banks fell by 2,204 million 
francs between 1930 and 1933· Part of this fall 
was no doubt due to the reduction of current 
account loans abroad, but most of it must have 
been brought about by a contraction of domestic 
credit pari passu with the deterioration of economic 
conditions. 

The reorganisation of banks between 1931 and 
1934 was described in some detail i~ t?e last issue 
of this M emorand11m. One of the prmctpal features 
of this reorganisation was the scheme for the 
reconstruction of the Banque d'Escompte suisse, 
outlined in the last edition of this volume. This 
scheme broke down in April 1934, and the bank 
suspended payments at the end of that month. 

In the course of 1933 and 1934 there were two 
other bank failures. The Volksbank Reiden of 
Reiden, one of the bigger local banks, closed its 
doors in July 1933 and the Banque commerciale 
valaisanne of Monthey, one of the smaller local 
banks, did the same in May 1934. 

The capital reductions and amortisation of assets 
effected by the Basler Handelsbank, the Banque 
Federate, the Societe de Banque suisse and the 

"Banque populaire suisse were mentioned in the 
last edition. In March 1934, another big bank, 
Leu and Co., was authorised to reduce its capital by 
20 million francs. 

Aggregate assets written off by the six largest 
banks amounted to 175 million francs ; the greater 
part was due to the Banque populaire. This bank 
showed a loss of 130.5 million francs, of which 
95 million francs represented losses on account of 
foreign commitments. 

The Federal Law for the Protection of SaVings 
and for the Control of Banks, outlined in the 
last edition of this volume, was passed towards the 
end of 1934. 

Balance-sheet Summary. 

I. Cash. 

The official Swiss banking statistics do not 
distinguish between gold and other metallic 
currency on the one hand, and notes and balances 
with the Banque Nationale on the other hand. 
Figures of bankers' balances with the central bank 
are, however, available from the reports of that 
institution, and they are compared with the total 
cash resources shown by all Swiss banks (including 
savings and co-operative banks as well as com
mercial banks) in the following statement : 

I. •• 3. 
Toto! casb 

Balances Difference Francs (ooo,ooo's) boldini!S 
of all Swiss witb the Na· between 

Lanka tiona! Bank 1 and 3 

1930 • . . . 467 203 •64 
19]1 . . . . 1,290 813 477 
1933 . . . . . 1,254 825 429 
1933 . . 1.040 s•~ 519 

1929 - rather the contrary - it would appear 
that the whole of the increase shown in that item 
in recent years is to be ascribed to the accumulation 
of gold by the banks. · 

4 and 5· Investments and Participations. 
. ~he S~ss banks 'do not participate directly 
m mdustnal enterprises. In special statements 
comprising all cantonal banks, six of the big banks: 
~d most local banks, the annual statistical reports 
g~ve ~e. followi~ details with regard to the 
composition of the mvestment portfolio : 

Francs (ooo,ooo's) IQ30 1931 1932 1933 -- ---- -Swiss ueurilin : 
Boods . . . . 894 951 979 921 Shan.s . . . 189 190 202 182 

Total. -- ------. l,o83 1,141 1,181 1.,103 
Fcw1igtt securities: 

Bonds . . . . . 91 74 6o Shares 41 . . 51 6o 56 35 
Total. -- -. 142 134 116 76 

Grand total , -- - --. 1,225 1,275 1,297 '·'79 

The la•t column represents the Swiss banks' hold
ings of small coin, notes and gold. As it is unlikely 
that the first two items wc.uld have increased since 

[BIJ/a~~ee-•Aeel Summ,.,.y conlimml on page rrr. 

1 
F. SoMARV, " The Pr"""nt p,.ftion of Switzerland", in Lloytl1 Bank Mortthly R · 0c 

evuw, tober 1934• 
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'fable 22 (a) 

ACCOUNTS 

Number of banks . . • . . . . . . . . . . . . 

AssErs. 
I. Cash . . . . . . . . . . . . . . . . . . 

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

Bank . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . . 
3· Bills discounted and bought . . . . . . . 

(a) Treasury bills . . . . . . . · . . . . 
(b) Commercial bills, Inland . . . . . . . 
(c) Commercial bills, Foreign . . . . . . . 

4· Investments and Securities . • . . . . . . 
(a) Government . . . . . . • . . . . 
(b) Other • . . . . . . . . . . . . . , . 

5· Participations . . . • • • . . . . , . . . . 
6. Due from Banks (Correspondents) . . . . . . . 

(a) At home ............ . 

SUMMARY OF POSITION AT THE END OF: 

1930 1931 1933 

212 21,7 217 216 223 
---1---1--- ___ , __ 

1,915 

2,177 

13,056 
5.947 
7,109 

Francs (ooo,ooo's omitted) 

459 

2,018 

1,351 

2,352 

13.443 
5,023 
8,420 

. I,II4 

13,203 
4·4 7.5 
8,728 

1,154 

13,161 
4.113 
9,048 

1,018 

1.274 

12,945 
3.700 
9,24.5 

(b) Abroad • • . . . . . . • . • . . . . 
7. Loans and Advances . . . . . . . . . . . 

(a) On current account . . . . . . . . . 
(b) Other • • • . . • . • • . • . . . . 

8. Cover for Acceptances . . . . • . • •· . . . 
9· Premises, etc. . . . . . . • • . • . . . . 171 x8o 187 IQ7 197 

xo. Sundry Assets . . . • . . . . . . . . . 1 _,.~2....,14;.- 1 ___ 18-=3:.... 207 189 178 
II. Total Assets • . . . . . . . . . . . . . . • 19,065 19,986 --:-:18:-c,7::7:':6-l--=1-=-8,-=1-=-88:;.. l-...,1-=7-=,l-=76.,... 

LIABILITIES. 
u. Capital paid up . • . . . . . . . . . 
13. Reserve Funds • • . . . . . . . . . . 
14. Profit-and-Loss and Dividend Accounts, etc. . . 
15. Cheques and Drafts, etc., in circulation . . . . 
16. Due to Banks (Correspondents) . . . . . . . 

(a) At home • . . . . . . •... 
(b) Abroad • . . . . . . . 

17. Deposits • . . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits . 
(b) Savings accounts . . . . . . . • . . . 
(c) Time or fixed deposits . . . . . . • . . 
(d) Other deposits • . . . . . . . 

18. Rediscounts and Other Borrowings . . . . .· 
19. Acceptances and Endorsements . . . . . . 
20. Sundry Liabilities . . • . . . . . . . . . . 
21. Total Liabilities • . • • • . . • . . . . . . 

. 

x,85o 
541 

13.678 
3.756 
3,294 
1,283 
5.34.5 

665 
702 
283 

19,065 

1,869 
565 

IO 
44 

1,143 

14.719 
2,287 
4·422 
2,139 
.5.871 

659 
733 
244 

19,986 

1,897 
569 

IO 
35 

692 

14,229 
2,449 
4·.57 .5 
1,453 
5·752 

734 
385 
225 

18,776 

1,883 
577 

IO 
28 

563 

13,909 
2,418 
...680 
1,123 

5,688 
789 
235 
194 

18,188 

I,6g9 
537 

3 
28 

567 

13,189 
2,191 

4 • .591 
1,03.5 
5·372 

871 
165 
217 

17,276 
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SWITZERLAND. COMMERCIAL BANKS Table 22 (b). 

SUMMARY OF PROFIT -AND-LOSS ACCOUNTS 
AND 

DISTRIBUTION OF PROFITS FOR THE YEARS: 
ACCOUNTS 

1929 1930 1931 1932 1933 

Number of banks . . . . . . . . . . 212 217 217 216 223 

Francs (ooo,ooo's omitted) 

Capital paid up . . . . . . . . . . 1,849·8 r,86g.o 1,897·3 1,882.3 I,6g8C:,. 
Reserves and Undivided Profits . . . . . . 551-9 575·0 578.9 586.8 540.2 

I. Gross Pro fits . . . . . . . . . . 360.7 361.6 361.0 322.8 294.4 

To be deducted: 
2. Expenses . . . . . . . . . 173·6 179·3 179·0 165·5 I5I-7 

(a) Salaries, etc. . . . . . . . . l 150.2 154·4 154-3 144·9 134·3 (b) Other working expenses . . . . 
(c) Taxes, etc. . . . . . . . . . . . 23·4 24-9 24·7 20.6 I 7·4 

3· Reserved for Pension Funds, etc. . . . . . . - 1.2 I.O 1.2 0.4 
4· Written off on (Depreciation Accounts for) . . 23·4 2!.6 9!.7 Il7.8 174·6 

(a) Premises, etc. . . . . . . . . . . - - - - -
(b) Investments and securities . . . . - - - - -
(c) Other assets . . . . . . . . . - - - - -

5· Remaining Net Profit (-) or Loss . 163.7 159.5 89.3 38.3 -32.3 
6. CaJried forward from preceding year . 10.9 10.0 9·9· 9·7 2.7 
7· Taken from Reserves or Capital .. . . - - 30.2 70·9 138.5 

8. Total Amount disposed of for Dividends, etc. 174.6 169.5 129.4 118.9 108.9 

9· Carried to Reserves . . . . . . . . 26.3 24.2 8.4 10.6 10.9 
10. Dividends . . . • . . . . . . . . . 131.5 131.2 108.8 102.7 go.6 
n. Directors' Fees, etc. . . . . . . 3·6 3-2 !.7 1.2 I.I 
12. Other purposes . . . . . . . . . 2.0 I.O o.8 1.7 1.9 
13. Carried forward to following year . . . . II.2 9·9 9·7 2.7 s.o 

-
14. Total as above . . . . . . . . . . . 174.6 1 169.5 129.4 118.9 108.9 

Summary or Profit-and-Loss Accounts. 

I. Gross Profits. 

TI1e composition of ~;ross profits by sources of 
revenue is shown opposite. 

4, 5 and 7· Depreciation Accounts, Net Profit or 
Loss, aPid takm from Reserves or Capital. 

The 1933 figures for these items are affected prin
cipally by the reorganisation of the Banque popu
laire, whose losses amounted to 130.5 million 
francs (see Introductory Note). 

Francs (ooo,ooo's) 

Discounts. . . 
Net interest and commis-

sions • . 
Securities and participa-

tiona • . . 
Other sources . . . 
Recovered from assets 

previously written down . 

Total. . 
Sources not specified 

Grand total • 

1930 1931 1932 1933 
-- --

80.9 73·6 59-0 50.0 

19Q.2 196.8 172-5 100.0 

76.8 74·3 6g.o 61.9 
12.8 15.8 21.6 22.3 

0.9 o.s 0.7 0.2 

361.6 361.0 322.8 294-4 
- - - ---

361.6 361.0 322.8 294·4 
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The composition of the Swiss portfolio is shown 
in the following statement, which includes all 
cantona1 banks, but a smaller number of big banks 
and local banks than the preceding statement : · 

Francs (ooo,ooo's) 1930 19 31 1932 1933 
-- ----

Boflds of: 
Federal Government and 

Railways • . . . 2o8 200 225 214 
Cantons. . . . . . 168 186 174 18o 
Municipalities • . . 97 89 88 84 -- ----Public Authorities 

total • . . . . 473 47S 487 478 
Boflds of: 

Banks . . 310 372 352 3"" 
Trust companies . . . 22 23 19 IS 
Other enterprises. . . 89 81 121 116 

Private undertakings 
total • . 421 476 492 443 -- ---- --Total bonds . . 894 951 979 921 

Shares ;,. : 
Banks . . 6o 67 78 69 
Trust compani~ . . 57 46 48 43 
Other enterprises. 72 77 76 70 ---- --Total shares • . 189 190 202 182 -- ------Grand total • . . 1,083 1,141 1,181 1,103 

7· Loans and Advances. 
The amounts shown under (a) are given 

in the official statistics as debtors on current 
account without further subdivision. The following 
statement, covering all banks (savings banks, 
Raiffeisen banks' association, in addition to 
commercial banks), enables an estimate to be made 

Francs Current aCUJunts Savings accounts 
(ooo,ooo's) 

I II Total I II Total . I 

of the importance of overdrafts in the ttltal of 
current accounts and fixed loans and advances : 

Current accounts and fixed loans 
Francs (ooo,ooo's) 

Coven.d Uncovered Total 

1930•. . . . . . 5,763 1,491 7·254 
1931°. . . . . . $.466 1,259 6,725 
1932 . . . . 5,200 1,224 6,424 
1933 . . . . . . 4.842 1,161 6,003 

• Excluding Raiffeisenkassen. 

Loans on current account include cover for 
acceptances. 
· The following is the composition of the amounts 
shown under (b) since 1930 : 

Francs (ooo,ooo's) 1930 1931 1932 1933 -- -- --
ContangOl'. . . . . . . . 62 IS 19 29 
Long-term advances : 

Ordinary • . . . . 1,472 1,479 1,384 1,340 
Against mortgages • . 665 679 754 754 

Mortgage loans. . . . . . 6,221 6,555 6,891 7,122 
Total. . . . 8,420 8,728 9.048 9.245 

17. Deposits, etc. 
The sums given under (d) in this group of 

the Summary Table represent bank cash bonds 
(Obligationen) which, in Switzerland, largely take 
the place of time deposits. 

In the following comparative statement, the 
figures given under I refer to the commercial banks 
and those under II refer to the savings banks, the 
Raiffeisen banks and the mortgage banks : 

Time deposits Bank bonds Total deposit& 

II Total I II Total I II Total 
-- -- - -- ---- -------- --1- -- ----

1929. . 3,756 52 3,8o8 J.294 1,010 4.304 
1930. . . . 2,287 44 2,331 4.422 1,095 5,517 
1931 • . . 2,449 47 2,496 4.575 1,189 5.764 
1932 • . . 2,418 47 2,465 4.68o 1,265 $.945 
1933 • 2,191 46 2,237 4.591 1,313 5.904 

18. Rediscounts and Other Borrowings. 
The sums given in this group of the Summary 

Table consist of bonds representing " fixed 

1,283 21 1,304 $.345 240 $.585 13,678 1,323 1$,001 
2,139 10 2,149 5.871 276 6,147 14,719 1,425 16,144 
1,453 14 1,467 5.752 280 6,032 14,229 1,530 15,759 
1,123 16 1,139 5,688 280 5.968 13,909 I,6o8 15.517 
1,035 17 J,os~ 5.372 z8o s.6sz 13,189 1,656 14,845 

loans" raised by the banks (/este A.nleihen) 
and of the long-tenn mortgage bonds issued 
since 1931. 
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'fURKEY. 

The commercial banking system of Turkey is 
composed of four main elements :. (1) the Turkish 
joint-stock banks, (2) the Caisse d'Epargne et de 
Consignation of Istanbul, (3) the Ottoman Bank 
and the Bank of Salonika, which, though 
incorporated in Turkey, are controlled by foreign 
capital and carry on important business in other 
countries, and (4) the branche& of foreign banks, 
In addition three public banks, the Siimer Bank, 
the Banque des Municipalites and the Banque 
populaire, have been created with a view to 
encouraging thrift and financing industry and 
trade. 

From the middle of the nineteenth century to the 
establishment of the Republic in 1923 the Ottoman 
Bank, the Bank of Salonika and the branches of 
foreign banks constituted the most important 
part of the Turkish commercial banking system. 
The Ottoman Bank, in particular, has occupied a 
unique position in Turkish banking and economy, 
both on account of its extensive privileges and the 
magnitude of its resources. The second bank to 
be founded on Turkish soil, it was established in 
1856 by a group of British capitalists with a share 
capital of £5oo,ooo. Its predecessor, the Bank of 
Constantinople, was created in 1845, but had a short 
existence and was liquidated in 1853. In addition 
to its ordinary banking operations, the Ottoman 
Bank extended credits to the Government of the 
Sublime Porte, and was entrusted with the regula~ 
tion of the monetary supply. Six years after its 
foundation, it was transformed, with the participa
tion of French interests, into the Imperial Ottoman 
Bank, and its capital was raised to 4-I million. 
In 1863, the Sublime Porte granted it for a period 
of thirty years the sole right of note-issue and 
certain other privileges in exchange for the right 
to discount short-term Government paper to a 
maximum of u.s million francs. In 1875, the 
Government experienced financial difficulties, and 
the concession of the Bank was extended for 
another fifty years up to 1925. Its privileges 
were widened so as to cover, in particular, the sole 
right of Treasury operations. With the creation 
of the " Dette publique ottomane " in x88I, the 
Bank was further entrusted with the collection and 
transfer of the service of the Ottom.an foreign debt. 
In addition to these activities, the Imperial 
Ottoman Bank engaged in ordinary banking 

operations, promoted the construction of railways 
and harbours, and sponsored other banks, such as 
the Societe gem!rale de !'Empire ottoman, the 
Banque austro-ottomane, the Credit general otto
man and other banking houses which no longer 
exist. The Bank gradually extended its activities 
outside Turkey proper ; it established branches 
in Egypt, Cyprus, Palestine, Iraq, Greece, Persia 
and Arabia and was instrumental in the creation 
of the Bank of Roumania and the Bank of Syria 
and Greater Lebanon. 

When Turkey entered the war, the Imperial 
Ottoman Bank neither granted increased credit 
facilities to the Government nor extended its 
note-issue. The Government proceeded to issue 
its own notes. The note circulation rose in the 
course of the war from about £T1.3 million to 
£T16o million 1• The Imperial Ottoman Bank 
maintained its note-issue, but its legal position 
remained uncertain until after the establishment 
of the Republic. The Convention of 1924 extended 
the concession of the Bank for another ten years. 
Its right of note-issue was confirmed, but it was 
not to be exercised until the Turkish pound was 
re-established on gold. The note-issue then 
outstanding was to have the force of legal tender. 
The Convention also provided for the opening of a 
credit of £T7 million for the account of the Govern
ment and the Agricultural Bank. A new agreement 
signed in June 1933 prolonged the concession of the 
Bank until 1952, recognised its notes as legal tender, 
exempted the Bank from taxation Qther than 
that imposed on purely Turkish banks, and 
provided for the extension of a temporary credit 
of £1.25 million sterling to the Treasury and the 
granting of a loan of £Ts million to the Siimer 
Bank for a period of five years. 

Despite the rapid development of Turkish banks 
and the competition of the branches of foreign 
banks, the Ottoman Bank still holds an important 
position in the commercial banking system of the 
country. At the end of 1933, its paid-up capital 
and reserves (£T48.6 million) were nearly as high 
as those of forty-two Turkish joint-stock banks 
(£TS4·3 million). The Ottoman Bank does not 
publish a separate statement of its operations in 
Turkey, but these no doubt account· for an 
important part of its aggregate accounts, which are 
summarised in the following table. 

1 Before the war the monetary circulation in Turkey consisted almost exclusively of coin. 
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·~ £ sterlin« (ooo,ooo's) 1926 1927 1928 1929 1930 1931 1932 1933 

1. Cashassets. . . . . . 4·0 3·• 4-l 3·9 3-3 6.6 s.s s.4 
•· Bill portfolio • . . . 4-S 4·' 4-0 4-9 4-l 6.0 s.6 s.6 
3· Leans and advances. . 10.8 11.0 11.1 In.7 9·9 6.8 6.1 7-0 

Ofwllielo : 
(•) Oncurrentaccouut 
(b} On securities . 

(8.0) (7.8) (7.5) (7-7) (8.1) 14-9) (+3) (p) . (2.8) (J.2) (3.6) (3.0) (x.8) (1.9) (1.8) (1.9) 
4· Investments • . . J.S •·9 3-2 l-4 •·4 l-7 a. I 1.5 
S· Notes in cin:ula tion • . . 0.6 0.6 o.s 0-4 0-4 0.4 0.4 0.4 
6. Deposits. . . . . . . •s-• 13.5 •s-1 14-4 13-3 14-7 12.9 13.2 

Of fllloiclo : 
(a) Oncurrentaccount 
{b) Fixed •••••• 

(13.6) (11.6) (u.6) (11.8) (11.3) (IJ.I) (11.2) (11.7) 
(1.6) (1.9) (3.1) (2.6) (l.o) (1.6) 11.7) ( 1.5) 

1· Total bala-·sAeel 2J.J 21-9 24.8 

The Bank has a capital of £10 million, half of 
which is paid up, and keeps a statutory reserve of 
£1.25 million at its head office in Istanbul. Its 
notes outstanding, which are legal tender only in 
Turkey, have varied little in amount in terms of 
sterling. It has been stated 1 that a substantial 
part of the notes issued by the Ottoman Bank 
have disappeared from circulation on account of 
the premium they command in terms of the 
fiduciary notes. The essentially commercial nature 
of its operations is brought out by the high level 
of its current account deposits and the preponderant 
share of current account debtors and discounts in 
total assets. 

The Bank of Salonika and the branches of foreign 
banks have also occupied an important place in 
Turkish banking. The Bank of Salonika, also 
non-Turkish in capital and administration, was 
established in that city in 1888 ; after the Greek 
occupation of Salonika in 1913 the bank transferred 
its headquarters to Istanbul. From its foundation 
until the armistice, this bank was important in 
financing Levantine industry and trade. Its 
capital of 30 million francs is now controlled 
principally by the French " Societe generale ". 
The combined Turkish and Greek accounts of the 
bank 'amounted to 394 million francs at the end 
of 1933. 

Though the Credit Lyonnais opened a branch in 
Istanbul as early as 187:r;, the majority of foreign 
banks did not establish branches in Turkey until 
the beginning of the twentieth century. The 

2J.B u.p ZJ.O u.o Z0.9 

German banks opened branches or created affiliates 
both in the capital and in other parts of the Empire. 
The French, Russian and Belgian banks confined 
their activities principally to Istanbul. The Italian, 
Dutch and American banks opened no branches 
until after the armistice. Since the war, many 
foreign banks have closed their offices in Turkey. 
By the end of 1933, only eight banks 1 had Turkish 
branches and the total Turkish balance-sheet 
of seven of these banks amounted to £T56.4 
million. 

Religious and social considerations 1 until 
recently prevented Turks from establishing their 
own banks. The Caisse d'Epargne et de Consigna
tion of Istanbul and the Agricultural Bank were 
created in 1868 and 1888 respectively, largely at the 
instance of the Government, but the majority 
and the most important of the forty-two existing 
joint-stock banks were founded after the establish
ment of the Republic in October 1923. The S\ate 
has played a predominant r6le, both in the creation 
and in the development of these banks. Though 
all the joint-stock banks are autonomous, they have 
been regarded as national institutions, and have 
been called upon to assist in the execution of the 
industrialisation and development plans of the 
Government. The relative position of the Turkish 
banks is illustrated by the following table, which 
summarises the principal accounts ' for 1933 of 
the four groups of institutions constituting the 
commercial banking system of Turkey. 

•" Turkey", U.S. Trade Promotion Series, 1926. According to this 1011rce, in 1925. an Ottoman Bank note of 
£T1 was worth £T2.5 of fiduciary notes. 

• Th- banks are, in order of importance of their Turkish balance-sheet total (giv.m in parentheoes in £T million): 
The Banca Commerciale Italiana (17.7). Banco di Roma (14.6), Deutsche Orientbank (10.6), Hollandache Bank Unie 
(5.1), Deutsche Bank und Diskonto Gesellschaft (4-3). Banque pour le Commerce exterieur de l'U.R.S.S. (3-4), Banque 
Chrissoveloni (o.6), and the Commercial Bank of the Near East. The last bank does not publish separate accounts for 
its operations in Turkey ; its total balanco-sheet at the same date amounted to £o.6 million aterling. 

• The " Sheriyat " (religious law) which until recently constituted the meet important part of civil law forbade the 
taking of interest. · 

• Compiled by the Central Bank of the Republic of Turkey and published in its Bulltsli• of April· June 1934-
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. 
I 2 3 4 Three banks 

Caisse Seven foreign operating in 
Forty-two d'tpargne banks Total 

Turkey but not 
Turkish et de publishing publishing 

jointooStock Consignation separate (1+2+3) separate 
banks • of Istanbul accounts accounts b 

Number of branches . . . . . . . . 349 - 4 353 83 

J. Paitl-vp Capillll <111/l Ruerves. 
6.7 61.0 48.6 Amount (£Tooo,ooo's) : . . ' . . 54·3 -

Pnufllag• sllal'l 8g.o - II.O IOO,O -. . . . . . . 
2. Depo.W. 

n8.9 100.6 102.8 Amount (£Too6,ooo's). . . . 20.7 21.0 

Perufllagl sluJr1 74-0 Ifl-9 IJ.I zoo.o -. . . . . . . 
3· Loa,.., Di-'""'flls, boveslmems <111/l Parli<i· 

paliotas. 
9·8 161.8 II9.2 Amount (£Tooo,ooo's), . . . u8.o 24.0 

Pnumag• sllar• 79·I 6.I I4.8 zoo.o -. . . . . . . . . . 
4- Tollll BalafiU·Sioeel. 

56·4 182.0 Amount (£Tooo,ooo's). . . 36o·5 23.0 439·9 

Pnufllaf(l '""" 82.0 5-2 I!l.8 IOO.O -. . . . . 
• Excluding two public bankl, tbe Siimer Bank and tbe Banque des Municipalites. 
b These are tbe Ottoman Bank, tbe Bank of Salpnika and the Commercial Bank of the Near East. The accounts of 

tbe first and last are in sterling and tbose of tbe second in French francs. Their accounts have been converted to £T at 
tbe rate of exchange at tbe end of 1933· 

The Turkish joint-stock banks account for 82 per 
cent of the balance-sheet total of all institutions 
publishing separate accounts of operations in 
Turkey, and probably over so per cent of the 
aggregate accounts of all banks, including the 
Ottoman Bank and the Bank of Salonika. The 
majority of these banks are small local institutions ; 
31 of the 42 have a share capital of £T30 to soo 
thousand, and only four a capital in excess of 
£TI million. Turkish joint-stock banks are, with 
few exceptions, only in part commercial banks ; 
along with their ordinary banking activities, they 
carry on important mortgage operations and 
are intimately connected with industrial and 

commercial enterprise. Part of the amounts 
shown as deposits 1 represent the funds of special 
" creditors " and a substantial portion of loans 
and advances consist of long-term mortgage 
and industrial loans. As a rule, investments 
and participations are more important than 
discounts. 

These characteristics hold particularly for the 
six large banks, which do about go per cent of the 
business of· all Turkish banks. The combined 
balance-sheets of the principal banks and of the 
Caisse d'Epargne of Istanbul as compiled by the 
Central Bank of the Republic of Turkey 1 are 
given in the following table. 

1 Tbe following data are given in tbe Turkish Statistical Year-Book, 1932-33, witb regard to savings deposits, time and 
fixed accounts. No mention in made of tbe number of tbe institutions covered by these figures, 

Number of Amount of deposits {£Tooo,ooo's) 
accounts 

(in In Turkish In foreign Total thousands) banks banks 

1920 • - - 2 o.6 1.1 1.7 
1921 3 1.1 1.3 2-4 
1922 . . . - 4 1.3 1.3 2.6 
1923 . - . 8 2.3 1.6 3·9 
1924 • . . u 3-6 2.2 5·8 
1925 . 14 4·9 2.6 1·5 
1926 . 17 7-2 3·1 10.3 
1927 • 28 12.7 4-2 16.9 
1928 - 39 17-5 5·0 22.5 
1929 - . 6o 22.2 5-0 27.2 
1930 - . 83 27.1 5-2 32-3 
1931 . . 1o6 34-2 1.7 35·9 
1932 . . 119 37-S • 2,2 39·7 

1 BMllelitt, No. u, April-June 1934, page 32. 
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£T (ooo,ooo's) 1930 1931 1932 1933. 

Number of banks. • • • • • • • 9 9 9 8 

Assas. 
Cash and balances with banks • • • • , • • • • • 
Bill portfolio • • • • • • . • 
Securities and participations • 
Correspondents, etc. • • • • • • • • • 
Premises, etc. • • • • • • 
Sundry assets • • • • • • • • • • , • • • • 

46·9 
13.0 

7-8 
?8.1 

5·9 
253·7 

6;.7 
15-4 
14-0 
8J.O 
11-7 

227·7 

56.• 
16.z 
14.6 

105.6 
13·7 

211.3 

51.6 
13.9 
17.6 

1oz.5 
13.5 

188.8 

$1.0 
16.7 
21.5 
95·8 
14-5 

154.8 

$1.0 
15.6 
18.1 
98.3 
13.2 

Liabilities. 
Paid-up capital. • 
Reserve funds • • • • • 
Profit-and-loss account • • • • 
Deposits and creditors. 
Sundry liabilities . • 
Total balance-sheet. 

42-6 
2.1 
4·5 

88.0 
z68.J 
40j.2 

46·7 
3·6 
5·4 

u8.z 
2Jj.6 
4I7·5 

51-I 
5-7 
3-1 

130.6 
••7·• 
4I7.6 

SJ.J 
4·6 
••• 

134·5 
193·3 
387.8 

ss.o 
4·9 
•·7 

IJZ.O 

159·7 
354·• 

47·5 
3·9 
1.3 

139-34 

• Excluding tbe Banque turque pour le Commerce et l'Industrie, in liquidation. 
b The accounts of the Agricultural Bank and the Caisse d'Epargne for 1933 are provisional. 
° For 1933, the accounts of the Banque industrielle et des Mines have been deducted from the data given by the 

BuUelift of the Central Bank on account of the reorganisation of this institution as a State bank under the name of 
" Siimer Bankasi ". Figures for sundry assets and liabilities of the new bank axe not available. 

4 As only the deposits of the Siimer Bank have been deducted from the aggregate of deposits and creditora given 
in tbe Bulletin, this figure may be somewhat too high. ' 

Of the six large banks, the most important are the 
Agricultural Bank, the Banque d'Affaires and the 
Banque Immobiliere et des Orphelins. The 
Agricultural Bank, though originally a semi-public 
institution confining itself almost exclusively to 
granting rural credits, was transformed into an 
important autonomous bank in 1924. In addition 
to its agricultural banking activities, the bank 
engages extensively in ordinary commercial 
banking operations. It assists the Government in 
developing producers' and consumers' co-operatives 
and in regulating the export of the country's staple 
products. At the end of 1933, it had 26o branches 
and its total balance-sheet amounted to £T164 
million. The Banque d'Affaires (Ish Bankasi), the 
second important bank, was established in 1924 
with a capital of £TI million. Together with the 
Banque industrielle et des Mines (transformed into 
a State bank in 1933), it was instrumental in 
promoting many industrial and commercial 
enterprises. Within six years of its establishment, 
the Banque d'Affaires had more tJnv quadrupled 
its capital and reserves out of the j'fofits accruing 
from participations and investments. At the end 
of 1933 it had forty-five branches and its total 
balance-sheet amounted to £T88 million. The 
Banque Immobiliere et des Orphelins was 
established in 1926, and is predominantly a 
mortgage bank. Its accounts at the end of 1933 
totalled £T68 million. 

During 1933, the Government established three 
public banks. The most important of these is the 
Siimer Bank, which took over the accounts of the 
Banque industrielle et 4.es. Mines, one of the big 
joint-stock banks, and was charged with the 
functions previously exercised by two public 
organisations, the Office d'Etat pour l'Industrie and 
the Banque de Credit industriel de Turquie. In 

• 
addition to managing the existing State industries 
and participations, the Bank was chosen as the 
principal organism for ·the execution of the 
Government Plan of June 1934 for the extensive 
industrialisation of the country. The Bank has a 
share capital of £T2o million and obtained a loan 
of £Ts million from the Ottoman Bank. The 
Banque des Municipalites was constituted with a 
share capital of £TIS million with the object of 
aiding various municipalities to carry out their 
development projects. The Banque populaire 
was created by the Ministry of National Economy 
with a view to establishing savings banks (Caisses 
populaires) throughout the country. It has a 
capital of £T3 million. 

Until recently, all banks operating in Turkey 
were subject merely to the provisions of the 
charters or conventions under which they were 
created and to the regulations relating to 
commercial enterprises. The Law of June Sth, 
1933, relating to the Protection of Deposits may be 
said to constitute the only piece of general banking 
legislation in Turkey. It provides, inkY alia, 
minimum capital requirements ranging from 
£Tso,ooo to £T1 million according to the population 
of the locality ; minimum reserves to be held 
against various classes of deposits ; and places 
certain limitations on the amount of credit granted 
to individuals or corporations. All banks are 
required to submit quarterly and annual balance
sheets to the Ministry of Finance and Economy 
according to detailed standard models, and to 
publish them in the Official Journal and at least 
one newspaper. A Banking Control Council, 
known officially as the " Controleurs des Banques ", 
is also established ; its members are appointed by 
Government. 
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Turkey did not re-establish the gold standard 
after the war. As a result of the rise in the 
fiduciary note-issue in the course of the war from 
£T1.3 to £T16o million and the unfavourable trade 
balance, the exchange value of the Turkish pound 
in terms of United States dollars declined from 
$4.40 in 1915 to $1.50 in November 1918. The 
decline continued after the war and the Turkish 
pound fell gradually to $o.47 in February 1930 ; 
since then it has been kept fairly stable by means of 
exchange control. This control is exercised by the 
Central Bank of the Republic of Turkey, which was 

established in Octo~r 1931. The principal objects 
of the Bank are to fix the discount rate, to control 
the value and the circulation of money, to act as 
Government banker, and to work out, together 
with the Government, measures to stabilise the 
Turkish currency. The note-issue, which it took 
over from the Government, has declined steadily 
from £T171 million on January 7th, 1932, to £T158 
million at the end of June 1934, and the effective 
circulation during the same period has fallen from 
£T165 to £T141 million. 
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L~'IOX OF SOYIET SOCULIST REPUBLICS. 

I. 

The origins of banking in Russia go back to the 
second half of the eighteenth century, when various 
attempts were made by the State to establish 
credit institutions on the model of those ol Western 
Europe. The only bank which survived that 
experimental period was the State Commercial 
Bank, which in I86o was transformed into the State 
Bank and took over the note-issuing functions 
hitherto exercised by the Treasury. The State 
Bank remained, however, the principal source of 
commercial credit until long after the first private 
commercial bank was founded at St. Petersburg in 
1864. · Nevertheless, private commercial banks 
rapidly gained in importance, and by 1900 their 
number had increased to thirty-nfue, After that 
year, there was a tendency towards concentration, 
especially among provincial institutions, while the 
volume of banking resources increased at an 
accelerated pace, particularly in the seven years 
prior· to the outbreak of the war, The further · 
increase which took place during the war itself was 
mainly due to war finance and to the progressive 
depreciation of the currency. [ · 

The pre-war banking structure in Russia was 
largely under the control of foreign capital. It has 
been estimated that, of the total share capital 
of the private joint-stock banks. amounting to 
585 million roubles at the end of 1913, 2j1 million 
roubles were held by French, 158 millions owned 
by German and 45 millions by British interests. 1 

Moreover, the Russian banks -especially those of 
St. Petersburg - made extensive use of funds 
borrowed from foreign correspondents. 

The joint-stock banks maintained on the whole 
close relations with industry, financing long-term 
investment as well as . short-term commercial 
requirements. A large number of small credit 
associations and several large mortgage banks 
provided agricultural credit. In many cases these 
owed their origin to the various measures of land 
reform enacted after the abolition of serfdom in 
1861. 

II. 

This banking system was completely liquidated 
after the October revolution of 1917. By a 
Decree of December 2]th, banking was declared a 
State monopoly. All private banks were either 
nationalised, and converted into branches o.f the 
State Bank (renamed People's Bank), or, more 

frequently, liquidated. Only the small co
operative credit institutions were allowed to 
maintain separate existence, but their activities, 
along with all other credit transactions, were 
severely affected by the progressive depreciation 
of the currency resulting from the issue of paper 
money to cover budgetary deficits. The 
People's Bank itself was liquidated in january 1920, 
and its note-issuing department transferred to the 
Commissariat of Finance. 

The depreciation of the rouble and curtailment 
of the credit system were regarded at the time as 
)lteps in the direction of the complete abolition of 
money in the socialist economy. The nationalised 
enterprises were encouraged to introduce mutual 
clearing arrangements without the use of money. 
Taxation, wage-payments, etc., were increasingly 
effected in kind. 

The New Economic Policy which was introduced 
in 1921 implied, not only an enlargement of the 
scope of the free market with a view to stimulating 
productive activity, but also a reversal of policy 
with regard to money and credit. The desirability 
of limiting the note-issue in order to secure 
monetary stability was officially recognised at the 
end of 1921 ; and, in October 1921, the present 
State Bank (Gosbank) was founded. As the new 
institution formed part of the Commissariat of 
Finance, it was directly subordinate, in all matte111 
of management and general policy, to the 
Commissary of Finance. It received its initial 
capital in the form of a grant from the Government, 
and its main object was defined as the development 
of industry, commerce and agriculture by means of 
loans and other banking operations. 

In the second half of 1922, it was decided to 
undertake a drastic reform of the currency. As a 
first step, the State Bank was empowered by a 
Decree of November 4th, 1922, to issue legal-tender 
bank-notes in terms of a new monetary unit called 
chervonetz, equal to ten pre-war gold roubles. 
These notes had to be covered as to one-fourth of 
their value by precious metals or foreign exchange, 
and as to the remainder by merchandise, bills of 
exchange, or other securities. Owing to these 
restrictions, the new chervonetz notes (which were 
primarily intended to facilitate the credit business 
of the State Bank) remained comparatively stable 
in value. Side by side with the chervonetz, 
however, the paper roubles of the Government 
continued in circulation at an ever-decreasing 
value. A Decree of October nth, 1922, had 
prohibited the further issue of currency by the 

. 
I Cf. WANAG :" Das Finanzkapital in Russland vor dem Kriege ". 
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constituent republics of the Soviet Union, and 
transferred their rights of issue to the central 
Government. But the central Government 
continued to print notes to meet budgetary needs. 
In consequence, Russia possessed for a time two 
independent currencies - viz., the chervonetz 
note-issue of the State Bank and the paper currency 
of the Government. 

This situation was brought to an end in the 
first half of 1924. By a series of decrees in 
February and March of that year, the issue of 
paper money by the Government was terminated, 
and the depreciated rouble notes ceased to be legal 
tender on May 31st, I924 ; they were withdrawn 
from circulation in exchange for new Treasury notes 
in terms of gold roubles (Io gold roubles 
= I chervonetz) at the rate of one gold rouble 
note to so,ooo paper roubles issued in I923, and 
so milliard paper roubles issued before that year. 
The issue of the new Treasury rouble-notes was 
limited to one-half of the value of chervonetz notes 
in circulation. Chervonetz and rouble notes were 
declared interchangeable, without limitation, at the 
rate of one to ten. In addition, token coins were 
issued for small denominations in terms of copecks 
(Ioo copecks = I rouble). No part of the monetary 
circulation was made convertible into gold. 

III. 

On the basis of the stable currency created by the 
monetary reform of I922-I924, there occurred a 
rapid development of banking and credit. In 
addition to the State Bank, which soon built up an 
extensive network of branches and agencies, a 
number of new banks were established. In 
September I922, the important " Bank for Trade 
and Industry ", which later came to be known as 
the " Prom bank ", was set up in the form of a 
joint-stock company, it!. share capital 'l:dng taken 
up by State ins1itutions and enterprises. In the 
same year the All-Russian Co-operative Bank 
(" Vsekobank ") was founded by various co
operative organisations. A number of municipal 
banks sprang up in the larger towns, of which the 
most important was the Moscow City Bank, 
established in I923. In I924 the · Central 
Agricultural Bank, the Bank for Foreign Trade, 
and the Elektrobank and in I92S, the Central Bank 
for Municipal Economy and Building (the 
"Tzekombank ") were formed. · 

All these banks, though similar in form to private 
joint-stock banks in other countries, were virtually 
State institutions ; those whose share capital was 
not provided by State undertakings and organisa
tions (including the State Bank), received their 
initial capital in the form of direct grants from the 

Treasury. 1 Their functions consisted in the 
provision of bank cred~t to r~place ~he previous 
direct budgetary allocatiOns to mdustnal and other 
State enterprises. 

The new banks accepted deposits - from public 
undertakings and institutions as well as from 
private persons and organisations - which they 
could use at their own discretion in discounting 
bills of exchange, granting current-account loans, 
long-term credits, etc. Certain budgetary funds 
administered by them had to be used for definite 
purposes prescribed by the State. 

The re-establishment of the banking system was 
soon followed by a tendency towards concentration, 
of which the most important instance was the 
fusion in· I927 of the Elektrobank with the 
Prombank, whose full title was changed to 
"Bank of Long-Term Credits for Industry and 
Electrification of the U.S.S.R." At the same time, 
a movement towards specialisation - in order to 
abolish overlapping of the functions of the different 
banks - found its expression in the transfer of the 
short-term credit business of the Prombank to the 
State Bank, while the latter handed over its long
term assets and " frozen " short-term claims to the 
Prombank. The policy of the financial authorities 
was to make the Prombank the chief distributor of 
long-term funds for capital construction and to 
concentrate the provision of liquid capital with the 
State Bank as the sole source of short-term com
mercial credit. 

The gradual extension of State planning over the 
various economic activities of the Union affected 
both the functions of the banks and the technique 
of their business. On the one hand, the practice 
of the State determining in advance the volume and 
distribution of the credits to be granted became 
generalised, especially after the introduction of the . 
five-year plan ; on the other, the banks acquired 
to an increasing extent a responsibility for 
controlling the accounting and auditing of the 
whole economy, and indeed for supervising the 
production process through all its stages. This 
function of controlled to the substitution of direct 
advances to the purchasers of goods for indirect 
credit based on the bill of exchange and to the 
reform of the whole credit system which was 
effected in I9JO..I9JI. 

This reform was due in· part to the existence 
of credit outside the banking system. The State 
enterprises themselves frequently granted credits 
to one another, chiefly, again, in the form of bills 
of exchange for goods delivered and services 
rendered. These credits, of course, completely 
escaped the control of the banks. Moreover, in 
the case of the large industrial trusts and syndicates 
of the State, the credit requirements of their con
stituent units of production were largely dealt 

. 
1 ~few_ unimportant private banks and mutual credit societies which were founded in this period were transformed 

or liquidated tn the following years. 
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with by the central offices of the various organisa
tions in question, and the possibilities of banking 
control were thereby further restricted. 

IV. 

The .broad principles of the reorganisation of 
the credit system were laid down in a Decree of 
January 30th, :1930. This Decree made it illegal 
for all State undertakings and co-operative 
organisations to supply goods or services to one 
another on credit ; by a supplementary regulation, 
all existing indebtedness, including open book
accounts, between the socialised economic units was 
to be liquidated by June 30th, :1930. All such 
mutual credit relations had to be replaced 
exclusively by banking credit. Moreover, it was 
decreed that bank credits should be granted 
directly to the organisations entitled to receive them 
on the basis of their approved plans, without 
intermediaries of any form. In particular, the 
new Decree required all industrial concerns and 
trusts to establish, within the limits of total credit 
set for them by agreement between the Supreme 
Council of National Economy and the State Bank, 
credit plans for each of their constituent enter
prises. On the basis of these plans, the State 
Bank was to finance the individual units directly 
through its branches. Only in exceptional cases, 
and only by agreement with the bank, was a 
concern or trust to be allowed to redistribute 
among its member organisations the total credit 
allotted to it. 

All economic organisations and individual enter
prises were required after the credit reform of :1930 
to hold their liquid cash balances at the State 
Bank, and to effect cash payments between them 
through transfers on their current accounts at the 
State Bank or its branches. The Cheque Law of 
:1929, which came into force on January :rsth, 1930, 
had laid down detailed regulations for such book
transfers and clearings through the banking system. 

The Decree of January :1930 also contained pro
visions for a further concentration of short-term 
resources with the State Bank. The commercial 
financing of consumers' co-operative organisations 
was taken over by the State Bank from the Vseko
bank, and the branches of the latter were liquidated 
or merged with those of the State Bank. In addi
tion, the Decree established a scheme of reorganisa
tion of agricultural credit, mainly with a view to 
aiding the development of collective farming. All 
independent agricultural banks existing as public 
institutions in the different republics were converted 
into branches of the Central Agricultural Bank, 
while private agricultural credit societies were 
liquidated. 

The working of the credit system as modified at 
the beginning of 1930 revealed, however, serious 
deficiencies in practice, which rendered difficult the 

desired " control by the rouble ". The custom 
grew up of an automatic granting of credit by the 
State Bank to its clients ·up to the full limits fixed 
for the latter by the approved plans, and regardless 
of the actual execution of the production or 
marketing plans for which the credits were intended. 
Contractual relations between the economic units 
for the sale or purchase of goods practically ceased ; 
the bank account of a client was automatically 
credited on the strength of invoices showing the 
delivery of goods to another enterprise, the latter's 
account being debited to an equal amount. In 
many cases the consignee refused to take delivery 
of the goods, if they did not correspond in quality 
or quantity to his requirements, as frequently 
happened in the absence of previous agreement. 
Payments were not made in such cases, and the 
loss fell upon the State Bank ; credits became 
" frozen ", and, in order not to interfere with the 
working of other parts of the national economic 
plan, the Bank had to replenish its resources by 
recourse to note-issue. Accordingly, the note 
circulation rose steadily in this period. Similar 
defects in the long-term credit system became 
apparent : funds provided by the construction 
plans were in certain cases made available regardless 
of the progress of the work . 

. Further, the regime of " automatic credit " 
adversely affected the financial responsibility of the 
enterprises. The view was widely held that no 
distinction was now necessary between funds 
received by way of credit and the funds belonging 
to the enterprises since the State Bank had become 
the central reservoir of all short-term resources for 
circulating capital. , 

With a view to correcting these deficiencies, a 
series of decrees was issued in 1931 (January 14th, 
March 2oth, May 3rd, July 31st, August 15th) 
dealing with the reorganisation of the financial 
system. The first two decrees were mainly directed 
against the credit " automatism " which had 
developed during the previous year. It was laid 
down that credits granted by the banks should be 
conditional on the progress of the fulfilment of 
plans and that the credit totals figuring in the plans 
should be regarded as maximum limits, which 
could be attained only if the plan were completely 
realised, According to the same two decrees, the 
movement of goods was to be regulated in advance 
by contracts and orders between the units con
cerned, and invoices endorsed by the consignee 
before payment might be made by the State Bank. 
Any loss suffered by an enterprise in this connection 
could in no circumstances be covered by the Bank. 
All credits of the Bank were unconditionally 
repayable when due. 

Every enterprise was required to draw a sharp dis
tinction between bank credits used by it and its own 
working funds. The latter were not subject to the 
same degree of control by the Bank. In the books 
of the Bank, each enterprise was henceforward 
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to have two separate accounts : one for its own 1933, the note circulation was reduc~d. by about 
funds and another for its credit resources. Every 1.5milliardroubles; it stood at 6,862 million roubles 
enterprise was made responsible for its own at the end of that year. 
working funds. It was intended thereby to 
promote interest in sound financial management 
and the economical organisation of production. 
With the same end in view, the Decree of May 5th, 
1931, sharply reduced the percentage of profits 
- hitherto generally about 8o per cent - which 
the enterprises had to give up to the State, to be 
redirected through the budget and the banking 
system to the various branches of the national 
economy. Each unit of production was now 
permitted to retain a substantial portion of its 
profits for its own expansion as well as for the 
benefit of its workers in the form of premiums, 
cultural institutions, etc. 

The legislation of 1931, it may be observed, left 
the broad principles of the credit reform of January· 
1930 entirely intact and indeed reinforced their 
application in practice. The three chief points 
of that reform - all of which had the object of 
more effective banking control in common -were : 
the abolition of credit outside the banking system, 
the application of methods of direct crediting by 
the banks, and the widest possible utilisation of the 
banking system for payments without the use of 
cash. The authorities continued to suppress all 
credit relationships between the separate units of 
the national economy. Bank credit increasingly 
assumed the form of direct current account 
advances. Only with regard to the third point 
was there any relaxation in 1931 : a minimum of 
100 roubles was fixed for accounting transfers 
through the State Bank, but this regulation was 
only introduced with a view to relieving the Bank 
of certain types of petty transactions. 

As a result of the measures taken in 1931, 
banking control of production and trade was greatly 
strengthened. The State Bank, wit hits extensive 
organisation of branch offices throughout the 
country, was enabled to insist on the reduction of 
costs and the elimination of waste, on the universal 
application of strict economy and sound accounting 
principles. Its" signalising function " was empha
sised : in all cases of neglect or non-conformity to 
plan on the part of the enterprises, it was obliged 
to report to the central organs of direction. 

It would appear that . the modifications 
introduced in 1931 secured in large measure the 
results desired. This is reflected in the fact that . . 
m a large number. of cases, the credits allotted to 
enterprises by plan were not tully used, as the 
disbursement of credits was made conditional upon 
the actual execution of plans. The increase of the 
note circulation slowed down appreciably, and it 
has been officially stated that, in the course of 

v. 
The State Bank having become the sole source of 

short-term credit, a Decree was issued on May 5th, 
1932, to define the act~viti~ of.t~e f~ur long-term 
investment banks, wh1ch, m distincbo~ from the 
State Bank came to be called Spec!Q.l Banks. 
These are :'the bank for the financing of capital 
construction for industry and electrification 
(Prom bank), the bank for the financing of municipal 
and housing construction (Tsekombank), the 
agricultural bank (Selkhosbank), an~ the bank ~or 
capital construction of co-operative enterpnse 
(Vsekobank). 

The most important of the special banks is the 
Prombank. In 1933, it was also entrusted with 
the task of transport development (road and 
railway building, etc.), for which it set up a special 
department. The Tsekombank finances the 
construction of dwellings, municipal public utilities 
(waterworks, hospitals, etc.) and cultural institu
tions. Unlike the other special banks and the 
State Bank, it has no branches of its own, but 
conducts its operations through the local municipal 
banks. The Selkhosbank deals with the provision 

· of capital equipment in agriculture (i.e., chiefly for 
the State and collective farms). The Vsekobank 
now finances only the capital constructions of the 
various co-operative organisations (except housing 
co-operatives). 

With the exception of the Vsekobank (which is 
owned and administered by its shareholders, the 
co-operative societies), the special banks are State 
institutions. They grant long-term, interest
bearing loans only to the extent of their initial 
capital and own reserve funds. 1 The banks 
receive a certain percentage of the profits of the 
enterprises financed by them. But the great bulk 
of their resources is received by them from the 
national budget. The greater part of the revenue 
of the State is derived from its enterprises, in the 
form of the profits of the latter, and from the 
turnover tax (which, after the fiscal reform of 1930, 
displaced most other forms of taxation). Over 
two-thirds of the budgetary expenditure is directed 
back to the socialised economy for the purposes of 
extension and capital construction. The invest
ment of these funds proceeds almost entirely 
through the special banks, whose function it is to 
see that these budgetary allocations are used 
according to plan. Their task is to check accounts 
and estimates, to watch over the actual progress 
of the works, to report all deficiencies, to reduce 

. 
1 ID this reopect allo, the Vaekobank forma an exceptioo, u it in vesta, not only ita share capital, but its total resources 

m the form of rq>ayable, interest-bearing losns. 
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building costs to a minimum by seeing that strict 
economy is enforced, etc. 

The special banks are obliged to hold all their 
liquid cash balances with the State Bank (and the 
latter, to that extent, may be said to be a 
" bankers' bank "). They grant credits or pay 
out State funds to the building enterprises, con
tractors, etc., by cheques on the State Bank. 

The above-mentioned budgetary appropriations 
for capital construction are non-repayable and bear 
no intere¥. The absence of the interest rate is 
not unnatural in the conditions of the Soviet 
economy, where the distribution of funds is strictly 
rationed. It is true that, in the case of the loans 
of the State Bank - t.e., for short-term credit -
interest is maintained ; but, since the distribution 
of short-term resources is also determined 
beforehand; its function is to act as a kind of 
turnover tax for the increase of circulating 
resources, to compel enterprises to reduce their 
other costs, and to accelerate the movement of 
goods through the productive process. 

In conclusion, mention must be made of two 
features of the Russian banking system which 
have not been touched upon in the foregoing 
:;ketch- viz., the savings banks, and the financing 
of foreign trade. There exists a widespread 
network of savings banks. They are Government 
institutions. The deposits which they receive from 
private individuals are directed through the 

national budget towards the financing of capital 
constru~:tion. Estimate!! of the in<"ff<L<E' of savings 
deposits are set up in advance and incorporated in 
the general financial plan. The following figures 1 

show the development of the savings banks from 
1924 to 1933. 

·Number of Number Total dopooito 
savinRS banks of dopooiton (in millions 
(in thousands) (In millions) of roubl•s) 

1924 • 4-5 0.5 tt.a 
1925 . . . 1·4 0.8 J3.5 
1926 . . : 12.0 1.3 90·5 
1927 . . . . . 14-4 ••• 187.0 
1928 . . . 16.4 J.8 3J~.8 
1929 . . . 20.4 1·6 49(>. I 
19JO • . 28.0 U.9 7SJ.8 
1931 . JP 14·3 807.6 
193• . . : I sa .• •3·4 1,172.1 
1933 . . 57·6 24-9 1,4U.6 

The financing of the country's foreign trade is 
practically a monopoly of the State Bank, which is 
the sole centre of foreign exchange reserves. To 
facilitate trading operations, banks are main
tained by the U.S.S.R. in foreign centres (London, 
Paris, Berlin, Copenhagen, Teheran, etc.). Owing 
to the State monopoly of forei~ trade, and the 
consequent absence of a foreign exchange market, 
a rate of exchange between the Russian currency 
and ti{at of other countries would have little, if 
any, significance. 

t Published in Solsialislidus/loo slroilllsl110 S.S.S.R., Slalisli&lus/li ezltttodNill (Sialisli&al Y-·Booll), 1934, pag .. 471 
and 47s. The figures for the yean 1924 to 1930 refer to October tot of each year, while tbooe for 1931 to 11133 ret ... 
to January 1st. 
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Introductory Note. 

The most important change which emerges fr?m 
an analysis of the accounts of the London Cleanng 
Banks since September 1933 (the last month 
covered in the previous edition of this volume) .is 
a sharp contraction in the volume of bank credit, 
illustrated in a decline of £no million in total 
deposits between August 1933 and August 1934. 
A rapid expansion in bank deposits set in early in 
1932 and persisted until the middle oh933; between 
February 1932 and July 1933, the aggregate deposits 

of the ten London Clearing Banks increased by 
£315 million. 

The recent contraction of bank credit may be 
analysed on the basis of the following figures, which 
refer to the ten London Clearing Banks. The table 
shows both absolute figures for the banks' principal 
accounts and the percentage which each of the 
main groups of assets constituted of total deposit 
liabilities in the months covered. 

August 19331 August 19341 
November 

August 19331 August 19341 
November 

1934 1934 
Average weekly figures 

£ (ooo,ooo's) Per cent of total deposits 

1. Cash, etc. . . . . . . . . 208 
2. Balances with other banks • . . 40 
3· llloney at call, etc. . 92 
4· Diocounts . 359 
5· Investment& 563 
6. Advances, etc, . . 700 
1· Acceptances, etc. • • • • • • • • • . Io6 
8. Current, deposits ancl other accounts. 1,966 

The fall in deposits by s.6 per cent between 
August i933 and 1934 was exactly proportionate 
to the decline in the banks' cash reserves during 
this twelve-month period considered as a whole. 
Thus the cash ratio was the same at the end as at 
the beginning of the period. 

During this period, the estimated net circulation 
of notes and coins in the hands of the public in 
Great Britain and Ireland rose from £366.5 to £375.1 
million. This increase suggests that the fall in bank 
deposits is not to be interpreted as a deflationary 
contraction ; and this view receives furtqer confir
mation in the clearing figures, which show a more 
active turnover of bank credit. In the first eight 
months of 1934, town clearings were 13 per cent 
higher than in the corresponding period of 1933, 
and metropolitan and country clearings respectively 
were 6 and 9 per cent higher. Provincial clearing
house returns for this period were nearly 5 per cent 
higher than for the corresponding period of 1933. 
The turnover on current accounts at the Clearing 
Banks wa~ 6l per cent higher. 

On the assets side of the Clearing Banks' 
balance-sheets, the contraction in credit can 
be entirely accounted for by the reduction in 
their holdings of Treasury bills, included in the 
first table above under discounts. This item fell 
by over £138 million between August 1933 and 
August 1934, and represented less than x:z per cent 
of total deposits in the latter month as compared 
with over 18 per cent a year earlier. The expansion 
of credit during 1932 and the first part of 1933, 

1!)6 210 10.6 10.6 11.0 

41 44 2.0 2.2 2.3 
140 135 4·7 7-S 7·' 
221 232 18.3 JI,9 12.1 

557 589 28.6 30.0 J0.8 
757 755 38·7 40·8 39·5 
109 122 5·4 5·9 6.4 

r,8s6 1,9Il . . . 
which was stimulated by the easy-money policy of 
the Bank of England and greatly reinforced by the 
Government's conversion operations, took the form 
of large purchases of Treasury bills and long-term 
Government securities by the joint-stock banks ; 
in August 1933, aggregate discounts of the ten 
London Clearing Banks were £120 million higher 
than in February 1932, and their aggregate 
investments - chiefly Government bonds - were 
£285 million higher. The effect of these purchases 
was, of course, to depress the level of interest, and 
particularly of money, rates. 

During the year under review, the Government 
funded a large part of its floating debt. In 
April 1934, an issue of £150 million of 3 per cent 
Funding Loan was made, and, in the year ending 
August 1934, the floating debt was reduced by 
£159 million. This last figure must not be taken 
as a measure of the decline in the volume of bills 
available for the market, as the changes in the 
amount of Treasury bills held by Government 
departments are not known: The figure may, 
however, usefully be compared with the decline of 
£138 million in the Clearing Banks' holdings of 
bills. The effect , of the funding of the 
Government debt was to bring about a contraction 
of bank deposits in so far as fresh bills (which 
constitute a very attractive asset for the banks on 
acco~t of their short maturity and freedom from 
the nsk of depreciation) were not available to 
replace those maturing. The volume of commercial 
bills outstanding is estimated by the Economist to 
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have fallen from £250 million in I929 to about 
£zoo million in October 1934; of this latter amount, 
about £30 million are thought to be standstill bills. 
While the supply of Treasury and commercial bills 

Second half 
1931 

£ s. tl. 
Average Bank rate . • • • • • s o 4 
Average Treasury bill allotment 

rate. • • • • • • • • • • 4 13 1 
Average market rate (fine three 

months' bills). • • • 4 IS 2 
London deposit rate • . . • • . 3 2 o 
Average rate on stock exchange 

loans , • • • • • • • 5 10 4 

First ball 
1932 

£ s. tl. 
4 0 6 

" u 8 

2 19 II 
2 0 6 

4 10 6 

was thus sharply reduced, the demand for this 
liquid paper was strong, and rates, as illustrated in 
the following table, fell to low levels. 

Second ball 
1932 

£ s. tl. 
2 0 0 

13 7 

16 3 
10 0 

2 IS 0 

First ball 
1933 

£ s. tl. 
2 0 0 

13 I 

14 6 
10 0 

2 IS 0 

Second ball First half 
1933 lQJ4 

£ $, tl. ' $. tl. 
2 0 0 2 0 0 

11 II 17 4 

13 6 19 s 
10 0 10 0 

2 15 0 2 rs 0 

• This rate sh~d not be taken as _representative of ~he average bankers' allowance on deposits ; It Is the rate agreed 
upon by the Cleanng Banks f01 depos1t-account money 1n London at seven days' notice. 

In August 1933, the average allotment rate on 
Treasury bills was 0.30 per cent, and in the middle 
of September it fell to less than 0.25 per cent ; late 
that month the Clearing Banks agreed not to buy 
bills below certain minimum rates, which were 
raised by stages to over I per cent. Though 
market rates rose, they remained below the banks' 
minimum buying rates, and this, in addition to the 
absolute reduction in the supply of Treasury bills 
available resulting from the funding operations, is 
partly responsible for the reduction in the banks' 
bill holdings. 

Late in October 1934, one of the Clearing Banks 
announced its withdrawal from the "gentlemen's 
agreement " regarding Treasury-bill rates, and the 
pact broke down. The average tender rate on 
Treasury bills fell from f per cent on October 19th 
to about ~ per cent in November - the 
lowest rate since the end-of-year maturity of 
September I933· · 

The continued pressure of cheap money is further 
illustrated in the Clearing Banks' decision, taken at 
the beginning of November I934, to reduce their 
call loan rate, which had remained fixed at I per 
cent by agreement since 1932, to l per cent in the 
case of loans on paper eligible for borrowing at the 
Bank of England, while maintaining it at I per cent 
for other loans. This decision was no doubt 
motivated both by a desire to accommodate the 
discount market and by the apprehension that the 
fall in open-market rates to be expected from the 
breakdown of the banks' agreement regarding 
minimum rates for " Treasuries " would result in 
the repayment of a large part of their call loans 
with cheaper money derived from outside sources. 

In the year ending August 1934, money at call 
and short notice increased by nearly £50 million. 
It would appear that this was largely due 
to increased Stock Exchange accommodation. As 
already mentioned, funding operations resulted in 
a reduction in the floating debt and the continued 
stagnation of international trade precludes the 

possibility of any appreciable increasl! of commercial 
bills carried by the market. It may also, however, 
be due in part to the fact that, as bill rates tended 
to rise, non-clearing-bank money was invested to 
an increasing extent in bills ; as this cheap money 
ceased to be available, the market had recourse 
to the Clearing Banks to an increasing extent, 
Neither investments (representing chiefly gilt
edged securities) nor advances (representing the 
bulk of commercial accommodation) showed any 
appreciable change for the year ending August 
1934 considered as a whole. The failure of advances 
to increase in the face of the considerable recovery 
of trade which characterised this period is somewhat 
remarkable. It would appear to be due to a large 
extent to the inducement to bank borrowers to 
realise on their investments, which were selling at 
high prices, and repay bank advances. Moreover, 
with the fall in rates in the market for new capital 
issues, business men were· able to raise long-term 
resources on advantageous terms and repay bank 
advances. Finally, there was some tendency to 
substitute acceptance facilities and other forms of 
non-bank borrowing for bank credit. 

Between August and November 1934, the banks 
added to their holdings of investments and bills, 
and their total deposits were increased by £55 mil
lion. In the last month mentioned, investments 
at £589 million stood at the highest figure ever 
recorded. By October 1934. bill holdings had 
fallen to £216 million, and the sharp increa.~e in 
November reflects the competitive buying on the 
part of the banks after the breakdown of the 
" gentlemen's agreement " regarding rates in 
October. This buying was reduced in the latter 
part of November and in December, and, by the 
middle of the latter JllOnth, the average tender rate 
of Treasury bills had risen to 0.75 per cent. 

The fall in money rates and in the yield of 
Government bonds, combined with the large 
proportion of banking assets held in the form of 
Treasury bills and gilt-edged securities, had, of 
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cnun;t>, the ('{{('Ct of reducing the margin between 
the rati'S t'arned hy the banks and the rates paid 
on deposits. On the other hand, the ban~s 
benefited from the rise in the capital value of the1r 
Government stocks. In 1933, the joint-stock 
banks of England and Wales disclosed slightly 
higher profits than in 1932; as, however, undisclosed 
appropriations for contingencies, bad and doubtful 
debts, etc., are made before the ligures for profits 
are published, too much reliance should not be 
placed on them. Of the big live, two banks showed 
lower profits and three showed higher ; dividend 
rates were in all cases unchanged. 

Since the last issue of this volume, steps have 
been taken to establish an industrial bank to grant 
medium- and long-term credit to industry. The 
Macmillan Committee had pointed .out the 
need for such an institution in its report 
submitted in 1931. At the end of April 1934, it 
was announced that the United Dominions Trust 
was organising a company to be known as " Credit 
for Industry, Ltd.", with an original paid-up 
capital of £250,000 ; its resources will, if necessary, 
be increased by further capital subscriptions or by 
the issue of debentures or by loans from the joint
stock banks. The new institution·will grant loans 
up to £50,000 for periods running from two to 
twenty years. Its business is complementary, 
therefore, to that of the joint-stock banks and not 
competitive with it. It will cater particularly for 
small and medium-sized concerns,. but it will not 
finance new inventions or the acquisition of existing 
businesses. 

Scottish Banks. 

Deposits in the Scottish banks continued to rise 
during 1933 ; the banks added still · further to 
their already large holdings of gilt-edged securities 
and continued to reduce their loan and overdraft 
accounts. The following table shows the percentage 
which each of the more important items of the 
balance-sheet was of total deposits at the end of 

1929. 1932 and 1933 : 

t (ooo,ooo'<) 1929 1932 1933 

Cash . . '5·9 15.1 14-5 
Money at call· . 8.7 9·3 9-1 
Bill portfolio . . 8.5 7·3 7·8 
lnvet~tments 3•·9 49·' 56. a 
Loans and advances . sz.z J6.9 J0.6 

Acceptances . . 2.6 I.S 2.2 

In January 1933, the Scot_bsh A~cultural 
Securities Corporation was estlloblished With a share 
capital of £100,000, subscribed by four Scottish 
banks - namely, the Royal Bank of Scotland, the 
British Linen Bank, the Commercial Bank of 
Scotland, and the National Bank of Scotland. The 
purpose of this corporation is to make long-term 
loans to farmers to enable them to purchase 
their holdings and to proprietors to undertake 
developments under the Improvement of Lands 
Act. The Government gave ll- guarl!-ntee of 
£125,000 and is represented on the directorate. 
In December 1933, the Corporation made an issue 
of £500,000 31 per cent debentures at 95· At the 
annual meeting held in May 1934. it was announced 
that, during the first financial year, applications 
for loans to the extent of over 450,000 had been 
received and loans granted to the extent of nearly 
£8o,ooo. The short-term credit requirements of 
farmers are met by the ordinary joint-stock banks. 

Banks in the Irish Free State and Northern Ireland. 

The following table shows the principal accounts 
of the banks of the Irish Free Stl!-te ; the figures 
refer to a selected date in each quarter. It should 
be noted that, of the nine banks operating in the 
Irish Free State, only two confine their operations 
there. Of the remaining seven, four have thdr 
head offices outside the Irish Free State, and two 
have important offices in London. The statistics 
published by the Irish Currency Commission show 
separately, however, assets and liabilities within 
and outside the Irish Free State. 

December quarter 1932 December quarter 1933 September quarter 1934 
£ (ooo,ooo's) 'Within Within Elsewhere Within 

Free State Elst>where 
Free State Free State Elsewhere 

-
t. Cash and bank balances 4·9 10.6 5-2 10.0 5·0 7·6 -. Money at call. . . . . . . - 10.9 - 10.7 - 9·' 
3· Bills . . . . . . . . 7·4 4·5 5-7 2.4 5·6 1.6 
4· J.oano aDd advances • . 43·9 26.3 42-7 25.o 43·9 •5·' 
5· lnvestmenh . . . . . . 5·2 8J.4 5.6 8p 7-8 82.0 

Total aaeto . . . 64.7 142-3 62.7 137·8 65·7 129-9 
6. Capita! and ""aerves • . . . . 13.1 J.B IJ.1 J.8 IJ.2 3·9 
1· Notes in circulation . . 5·' 2.9 5·' J.l 5-J J.2 
8. De.-iu • . . . . . . . . 131.6 4H 123.8 46.1 120.9 44·5 

Total liabilities . . . . 153·0 53·0 145·7 54·8 '42·4 53·• 
Exuu oftuseiS atdsitk lrislt Free StaY wtr 

Jiabilili's oNisid' lrisll p,,, Slate. 88.J 8J.O 76.8 
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The outstanding ·development during 1933 
was the continued growth of investments, chiefly 
in British Government securities, in the face of 
a decline in deposits and in loans and advances. 
The decline in deposits was due in part to the 
repatriation of American capital, in part to 
increased buying of British industrial shares by 
Irish depositors, and in part to the financing of a 
larger import surplus. It continued, though at a 
reduced rate, during the first nine months of 1934· 
In that period, the banks increased their advances 
and investments in the Irish Free State and reduced 
their cash and bill holdings and money at call and 
investments abroad. The last line of the above 
table illustrates the unfavourable development of 
the Irish Free State balance of payments during 
1933 and 1934. The excess of non-Irish Free State 
banking assets over liabilities (largely sterling 
reserves) reached a maximum of £92 million during 
the first quarter of 1933 and fell by £9 million 
during the rest of the year. In the first nine 
months of 1934, this excess fell by a further 
£6 million. 

During the first three quarters of 1934, the 
average daily debits of Irish Free State banks to 
ordinary accounts amounted to £1.45 million as 
compared with £1.40 million in the corresponding 
period of 1933. 

At the end of October 1934, the Free State 
Government set up a special Commission to 
" examine and report on the system in the Irish 
Free State of currency, banking credit, public 
borrowing and lending and the pledging of State 
credit on behalf of agriculture, industry and the 
social services, and to consider and report what 
changes, if any, are necessary or desirable to 
promote the social and economic welfare of the 
community and the interests of agriculture and 
industry ". The foreign experts nominated to 
serve on this Commission included an official of 
the Bank for .International Settlements. 

The above figures relate to nine banks and 
include the accounts of two Northern Irish banks 
holding shares in the Currency Commission 
- namely, the Northern Bank, Limited, and the 
Ulster Bank, Limited. The following statement 
shows separately the principal accounts of these 
two banks and of the Belfast Banking Company, 
Limited, and therefore gives a more accurate 
reflection of banking developments in Northern 
Ireland in the course of 1933 : 

£ (ooo,ooo'sl 1932 1933 

Cash in hand. etc. . . 8.0 5-7 
Discounts and advances J1.8 27·3 
Investments. . 21.5 25.6 
Deposits . . . • 53·9 51.2 

Discounl Companies. 

The following table summarises the position of 
the three leading London discount companies : 

£ (ooo,ooo'sl 1929 1930 1931 1932 1933 Disoount Houws -- ---- --
ASSJnS. 

1. Cash at bankers 2.6 2.7 2.4 •·7 •·7 
2. Investments . . . '3·5 17.2 '3·7 lO.<l 28.4 
3· Bills discounted • Ul.6 us.6 111.2 117,0 111.5 
4- Loans and sundry 

aCCOIUJts . . . . 2.5 1.8 1.2 2.8 1.8 -- -- --S· Total assets • . . 140.2 147·3 ua.s 142·7 144·4 
LIABILIT111S. 

6. Capital and re-
serves . . • . 

7• Loans, deposits, etc. 
6.2 z.o 7·0 7·0 7·0 

' 
(including uodivi-
ded profit.•) 92·4 98·5 86.4 105.0 111.7 

a. Bills rediscounted 40·3 40·5 33-7 28.9 24·9 
9· Rella te, etc. • . 1.3 '·3 1.4 1.8 0.8 -- -- -10. Total liabilities . 14Q.2 147·3 ua.s 14•·7 144·4 

The shift from the discount on bills of exchange 
to the purchase of Government securities during 
1933 is explained by the very,low level of discount 
rates prevailing during most . of the year. The 
continued stagnation of international commerce 
brought about by trade and exchange restrictions 
resulted in a contraction in the volume of bills on 
London, while at the same time the Government 
continued to fund the floating debt and thus reduce 
the volume of Treasury bills outstanding. At the 
same time there were heavy foreign acquisitions of 
sterling, and the Exchange Account was forced to 
buy gold in order to keep sterling down. A part 
or the whole of this gold (valued in the Bank of 
England statement at approximately £70 million) 
was passed on to the bank in order to replenish 
the available supplies of sterling in the Exchange 
Account. One result of the decline in bill rates 
was that there were a few retirements from and 
amalgamations in the bill market. 

Savings Banks. 
The development of deposits in savings bankll is 

shown in the following tablt : 

Savings banks National 

l (ooo,ooo'a) Trustee Poot-offioe 
saviturs 
certifi-

savinga aavinp Total catea 
banks banks 

1929 • . . . • 124·5 95·0 4D9·S 437·9 
1930 . . . . . 133·2 29Q.3 423·4 5o6.1 
1931 . . . . . 142·9 •89·4 432·3 439·3 
1932 . . . 154·7 305-7 46<>·4 478·9 
1933 . . . . 171·4 326.7 498.1 484-4 

Recent monetary policy by lowering the rates 
obtainable on money in the market and the 
commercial banks has drawn funds into the savings 
banks, where a fixed rate of 21 per cent is still 
obtainable. In 1933, the downward trend of 
savings certificates in evidence since 1930 was 
reversed, and there was a slight increase .in the 
volume outstanding. 



UNITED KINGDOn AND IRISH FREE STATE. Table 23 (a). 

I. JOINT-STOCK BANKS IN ENGLAND AND WALES. 

ACCOUNTS 

Number of : Banks . . • . . . • . . . . . . • 
Branches and Sub-Branches . . . . 

AssETS. 
I. Cash • • • • • 

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

Bank . . . . . . . . . • . . . . . 
2. Other Items of a Cash Nature . . . . . . . . 
3· Bills discounted and bought. . . . . . . . . 

(a) Treasury bills • • . . . . . . . . . . 
(b) Commercial bills, Inland • . . . . . 
(c) Commercial bills, Foreign . . . . . . . 

4· Investments and Securities. • . . . . . . . . 
(a) Government . . . . . . . . . . . . . 
(b) Other • • . . . . . • . . . . . . . 

5· Participations . • . . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . . . 

(a) At home . • • . • . . . . . . . 
(b) Abroad • . . . . . . . . • . . . 

7. Loans and Advances. . . . . . . . . 
(a) On current account . . . . . . . . 
(b) Other • . . • . . . . . . • . . . . . 

8. Cover for Acceptances . . . . . . . . • 
9· Premises, etc. . . • . . • . . . . . . . . . 

Io. Sundry Assets . . • . . . . . . . . . . . 
II. Total Assets . • . . . . . . . . . • . . . 

LIABILITIF.S. 
12. Capital paid up. . • . . . • . . . . . . . . 
I3. Reserve Funds • . . . . . . . . . • . . . 
I4. Profit-and-Loss Accounts, Dividend Accounts,etc. 
IS. Notes in circulation . . . • • . . . . . . . . 
I6. Cheques and Drafts, etc., in circulation . . . 
I7. Due to Banks (Correspondents) . . . . . . . . 

(a) At home. • • . • • . • . . . . . . 
(b) Abroad • . • . . . • • . • . . . . 

IS. Deposits . . . . . . • . . . . . . • . . . • 
(a) Cu~ent accounts and sight deposits. . 
(b) Savmgs accounts •.....•.•.. 
(c) Time or fixed deposits . . . . . . . . . 
(tl) Other deposits ..•......... 

Ig. Acceptances and Endorsements. . . . . . . 
20. Sundry Liabilities. • • • . . . . • . . . • . 
2I. Total Liabilities . . . . . . . . . . . . . • 

SUMMARY OF POSITION AT THE END OF : 

1929 1930 1931 1932 

16 I6 16 16 
9,815 1o,o82 10,178 1o,o66 

1--~~-1- ~~--~--~--

£ (ooo,ooo's omitted) 
' 

414·5 

224·3 389.2 

200.7 
232·5 

28.2 

303·4 
275.6 

27.8 
25·9 

304·7 ~ 496.6 
275·6 459.0 

29.1 37·6 

24·4 24.8 24·3 

1,026.; 

I79·3 

42·3 

2,238.8 

I28.o 

45·0 

2,255.7 

931·7 

109·7 
52.0 

2,071.5 

78.1 8o.o 8o.o 
63-5 64-4 54·5 
6.6 6.2 6.0 
O.I O.I O.I 

1,gii.O 1,976.8 I,821.0 

179·3 128.0 109·7 
0.2 0.2 0.2 

799·1 

96·7 
50.2 

2,302.3 

8o.o 
55·3 
5·9 
0.1 

g6.7 

1933 

16 
I0,06o 

292.8 

587.6 
544·1 

43·5 
24·7 

122.0 

51.5 

2,288.9 

8o.o 
55-4 
6.2 
O.I 

2,025.2 

I22.0 

~~~~ !-~~~~-~~~· 2,238.8 2,255.7 2,071.5 2,302.3 2.288.9 

25.22 17.24 17.02 16.91 
22. Value of currency in Swiss francs at the end of 

~h year . . . . . . . . . . . . . . . . 25.22 
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II. SCOITISH JOINT-STOCK BANKS. 

SUMMARY OF POSITION AT THE END OF : 

ACCOUNTS 

Number of : Banks . . . . . . . . . . . . . . . 
Branches and Sub-Branches . • • • • 

8 
1,633 

8 
1,659 

1932 1933 

8 
1,8.z6 

ASSETS. £ (ooo,ooo's omitted) 

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

Bank . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . • . . . • 
3· Bills discounted and bought. . • • . . • . . 

(a). Treasury bills . . . . . • • . . • . . 
(b) Commercial bills, Inland . • . . . . . 
(c) Commercial bills, Foreign .•.•.. 

4· Investments and Securities. • • . • . . • • . 
(a) Government • • • . • • . • • . • . • 
(b) Other • . • • • • • • . • . . • • . • 

5· Participations . . . . . . . . . . . . . . : 
6. Due from Banks (Correspondents) • • • • • . • 

(a) At home. . . . . . . . . . . . . . . 
(b) Abroad . • . . • . • . . . • . • • . 

7. Loans and Advances • . . • • • • • • • • • 
(a) On current account . • • . . • • • • . 
(b) Other . . • . • . • . . . • • • • . . 

21.6 

132.5 

8. Cover for Acceptances . • • . • • . • • • • • 6.5 

21.6 

g8.1 
88.9 

9-2 

124-5 

28.8 

101.4 
91-5 

9-9 

104-3 

317.5 304.4 

g. Premises, etc. . • . . . • . . . . • . . . •• I 8 10. Sundry Assets . • . . . . . . . . . . .• . 4· 
II. Total Assets • . . • . • . • . . • . . • • . 1 -=31::-::1-:.4:--l 

------1------11------1 

LIABILITIES. 

12. Capital paid up. • • . • • • . • • • • • • • 
13. Reserve Funds • . . . . . . . . • . . . . . 
14. Profit-and-Loss Accounts, Dividend Accounts, etc. 
15. Notes in circulation. . . . . . . . • • • • . 
16. Cheques and Drafts, etc., in circulation . • . . 
17. Due to Banks (Correspondents) . • . . . • . . 

(a) At home. • • • . • • . . . • . . . • 
(b) Abroad . • • . . • • . • • • • . • • 

18. Deposits . • . . . . . • . . . . • • • . . • 
(a) Current accounts and sight deposits ... 
(b) Savings accounts • . • • • • • • . • • 
(c) Time or fixed deposits. . • . • • . • . 
(d) Other deposits • • . . . . . . • . • . 

19. Acceptances and Endorsements. . . . . • . • 
20. Sundry Liabilities. • . . . . . . . . . • . • 

12.0 
15-7 

1.9 
21.4 
3·0 

6.5 

13.1 
17.0 
2.0 

21.4 
3-1 

13-5 
17.2 
1-9 

21.4 
2.1 

243·5 

68.1 

30-3 

92.6 

337.6 

13-5 
17-3 
l.g 

21.0 
2.3 

5.1 

66.6 

22.0 

14.1 

86.3 

6.3 

4·7 

343.6 

13-5 
17-4 
2.0 

19.2 
1-5 

6.3 

21. Total Liabilities • • ......•••••• 
1
_::.3.:.11:..:·.:.4_

1 
__ 3_1_7_.5 __ :

1
_3_04_.4 __ 

1
_3_37_.6 ____ 34_3_.6_

1 

22. Value of currency in Swiss francs at the end of 
each year . . . . . . . . . .· . . . . . . .. 25-22 17.02 16.91 
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UNITED KINGDO~I AND IRISH FREE STATE. Table 23 (a). 

III. IRISH JOINT-STOCK BANKS. 

SUMMARY OF POSITION AT THE END OF: 

ACCOUNTS 

1929 -.. 
Number of : Banks . . • . . . . . . . . . • · · 9 

Branches and Sub-Branches . . • . . 1,064 

1930 

9 
1,063 

1931 

9 
1,071 

1932 

9 
1,079 

AssETs. £ (ooo,ooo's omitted) 

I. Cash . . . . . • • . • . . . . . . . . . . ) 
(a) Gold, silver and small coins. . . . . . . ( 
(b) Inland notes and balances with Ctntral 

Bank . . . . . . . . . . . . . . . ( 
2. Other Items of a Cash Nature . . . . . . . . ' 
3· Bills discounted and bought . . . . . . . 

(a) Treasury bills . . . . . . . . . . . 
(b) Commercial bills, Inland. . . . . 
(c) Commercial bills, Foreign . . . . . 

4· Investments and Securities • .' . . . . . 
(a) Government . . • . . . . . . . . 
(b) Other . . . . . • • . . . . . . . . 

s. Participations • . . . . . . . . . . • . 
6. Due from Banks (Correspondents). . ·.. . 

(a) At home. , . . . . ..... 
(b) Abroad . . . . . . . 

7. Loans and Advances . . . . . • . . 
(a) On current account . . . . . . 
(b) Other • . . • . . . . • . .. 

8. Cover for Acceptances . . . . . . . 

22.3 23·4 

4·9 26.o 26.1 

ss.6 89.2 ss.s · 

92.1 69.1 68.9 

0.1 O.I 0.1 
9· Premises, etc. . . . . . . . . . . . . . . ·. l 

xo. Sundry Assets . . . . . . . . . . . . ~. __ 3_·0_ 3·1 3·3 

n. :otal Assets . . . . • • . . . . . . . 
1
j __ 20_8_.o_

1
_2_08:......2=--·l-=2..:..07_.3:__ 

LIABILITIES. 

12. Capital paid up. • • . . • • . . . . . . • . 
I3. Reserve Funds • . • • . . • . . . . . . . . 
I4. Profit-and Loss Accounts, Dividimd Accounts,etc. 
IS. Notes in ci rcul at ion. • . . . . . . . • 
I6. Cheques and Drafts, etc., in circulation . . . 
I7. Due to Banks (Correspondents) . . . . . . . 

(a) At home. . • . . . . . . . . . . . 
(b) Abroad . . . . • • . . . . . ..• 

IS. Deposits • . • . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits ... 
(b) Savings accounts • . • • . • • • . . 

· (c) Time oriixed deposits. . . . • . . 

8.6 
9·7 
I.O 

I0.2 

8.7 
10.0 

I.O 

9·4 

8.7 
8.9 
o.B 
8.7 

178.o 

29-5 

29.0 

98·3 

0.2 

3.1 

223.9 

8.6 
8.9 
0.9 
8.8 

196·3 

1933 

9 
1,077 

211.0 

8.7 
9·0 
0.9 
8.9 

I83.0 

(d) Other deposits . • . . . . . . .... 
I9. Acceptances and Endorsements. • . . . . . o.I o.r o.1 o.z 0.4 
zo. Sundry Liabilities. • . . . . . . . . . . . I-;;=2.-;;0:-I-;;~1.~9-I-::-::-2~.~~-I o.2 o.I 
21. Total Liabilities : . • . . . . . . • . . . . 208.0 208.2 207.3 -=2=-=2-=-3.-=-9-l--::2-=-1-:-1.-=-o-

22. Value of currency in Swiss fran.cs at the end of 
each year. • • . • • . . • . • . . . . . . 25.22 25.22 17.24 I 16.91 I7.02 
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UNITED KINGDOll AND HUSH FJlEE STAT}! .. · Table 23 (b). · 
• 

I. JOINT-STOCK BANKS INENGLANDANDWALES. 

• ACCOUNTS 

Number of Banks. . . . . . . . . . . . . . . 

Capital paid up. . . . . • • . . . . • • . • • . 
Reserves and Undivided Profits . ~ • • . . • 

I. Gross Profits. • • 

To be deducted: 

. . . . . . . . . . . . . 
2. Expenses . . . . . . . . . . . . . . . . . 

(a) Salaries, etc. . . . . • . • . . . . . . . 
(b) Other working expenses . . • • . .•• 
(c) Taxes, etc. . . . . . . . . . • . • • . 

3· Reserved for Pension Funds, etc. • . • . . . . 
4· Written off on (Depreciation Accounts for) . . . 

(a) Premises, etc. . . . . . . . . • . . •. 
(b) Investments and securities • • • .• . . . 
(c) Other assets • . . . . . . . . • . . • 

5· Remaining Net Profit . . . . . . . . . . . . 
6. Carried forward from preceding year • . • . . 
7· Taken from Reserves or Capital • , • . . .. 

8. Total Amount disposed of for Dividends, etc. . • 

9· Carried to Reserves. . • . . . . 
10. Dividends • . . . . . . . • . • . . • • • . 
II. Directors' Fees, etc. . • • • . . 
12. Carried forward to following year. . . ' . . • 

13 .. Total as above • • • . • . . • . • • . • . • 

14. Value of currency in Swiss francs at the end of 
each· year . . . . • . . . . . . . . ;. ; . . 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS 

12 

74·9 
67-4 

13.98 

11.61 
6.19 

17.80 

6.o6 

17.80 

25.22 

FOR THE YEARS : 

1930 1931 1932 

12 12 

£ (ooo,ooo'a omitted) 

11.94 

0.66 
0.73 
0.73 

10.55 
6.o6 

16.61 

o.86 
9-91 

16.61 

25.22 

10.89 

0.37 
0.03 
0.03 

10.49 
5·84 

16.33 

s.96 

16.33 

75·8 
s8.J 

9.88 

0-37 
0.25 
0.25 

9.26 
s.96 

15.22 

0-73 
8.60 

s.B9 

15.22 

.... 
1933 

12 

75·8 
58.3 

10.04 

0.42 
0.20 
0.20 

9.42 
5.89 

15.31 

6.oo 

15.31 

16.91 

Balanee-shee& Summary. 

I and 2 .. Cash Assets, etc. 

The combined sums shown for the first two 
group. of the Summary Table include the following 
items : (a) "'Cash in hand" consisting of coin, 
bank and currency notes and balances with the 
Bank of England ; (b) balances with, and cheques 
in the "ourse of collection on, other banks ; 

(c) money at call and short notice. The balance
sheet form employed for the statistical summaries 
of the Economist distinguishes between (c) and 
the total of (a) and (b) wherever (c) is shown 
separately in the published accounts. It is, in 
fact, shown separately by all the leading banks 
throughout the period under review. In the case 
of the banks not showing money at call as a 
separate item, the total of (a), (b) and (c) has 
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been included in the first column of the statement 
below: 

Cash in hand Total 
and at the Bank Money 

(corresponding 
! (ooo,ooo's) of EnRiand : to the sums 

Balances ,.;tb at call and shown in 
and cheques short notice Summary 

End of on other banks Table) 

I. Joini·Siocll Banlls ;,. England 
and Wales. 

1929 . . . J28.4 152.9 481-3 
19JO . . . 3ZS.6 146.8 472-4 
1931 . . . . 288.7 us. a 414.5 
1932 ... •96-9 149·3 4¢.2 

1933 . . . . 300.8 14S·3 446.1 

II. Scoltisll Banks. 

1929 . . . . 40-2 22.1 6z.3 
1930 . . . . 40·• 23.6 63.8 
1931 . . . 39·3 21.1 6o .• 
1932 . . . . 42-0 26.1 68.1 
1933 . . . . 40·9 25.7 66.6 

III. lrisll Banks.• 

•• N • T. •• "· T. •• "· T . 

- - - - - - - - -
1929 . . . 8.9 6.z IS. I 1·• - 1·• 16.1 6.2 z2.3 
1930 . . . 8.2 s.a 14-0 6.7 - 6.7 14-9 s.a 20.7 
1931 . . . 1·1 s.a 13.s 9·9 - 9·9 17.6 s.a 23-4 
1932 . . . . 9·7 8.0 17-7 11.8 - u.S 21.5 8.0 29-5 
1933 . . . . 9·1 H 15.4 8.9 - 8.9 r8.6 H •4·3 

• F.- Irish Free State. N. = Northern Ireland •. 
T.- Total. 

3· BiUs discounted and bought. 

The figures given for "bills· discounted and 
bought '" in balance-sheet summaries do not 
represent the total bill holdings of all the banks, 
because some of the minor banks include Treasury 
bills in their figures for . Government securities 
(group 4 (a) of the balance-sheet summary). In 
addition, a few banks do not show discounts 
separately from loans and advances and in such 
cases they are included in group 7 of the Summary 
Table. 

4 and S· I Plvestments and Suurities: Partici
patiOfls. 

The banks do not give full details of the 
composition of their investments. A few of the 
minor banks in England and Wales do not show 
Government securities separately in their published 
accounts. In such cases these are included under 
4 (b) in the Summary Table. As mentioned above, 
a minor portion of the sums shown under (a) 
consists of Treasury bills not shown separately 
by some banks. The " other investments '" are 
mainly gilt-edged and do not, as a rule, include 
stocks, shares and debentures of industrial 
companies. The sums shown in group 5 of the 
Summary Table for England and Wales represent 
the investments in affiliations of the " Big Five '". 

They consist mainly of capital participation ~n. 
Scottish and Irish banks, and to a less extent m 
foreign and other auxiliary financial .i~stit?tio~s. 
There is practically no direct parttcipabon m 
industry and trade. 

6. Dru from BaPJks. 

Sight balances with, and the cheques in course 
of collection on other banks are reported only by 
the London cl~aring banks and are included in 
their cash assets. Correspondent accounts are, as 
a rule, merged with loans and advances. under 
assets and with deposits under liabilities in the 
published statements of the joint stock banks. 

7· LoaPJs and Advames. 

As already mentioned, this item includes 
discounts not shown separately by some of the 
minor banks, and part of the correspondent 
accounts. 

9 and 10. Premises and Sundry Assets . 

Premises are not shown separately in the 
statistics of the Economist, but they constitute 
practically the whole of the joint sums shown 
in the balance-sheet summaries. It is generally 
recognised that the market value of the premises 
of the banks exceeds their book value and that 
important reserves are therefore concealed in this 
item of the aggregate balance-sheet. 

13. Reserve Funds. 

In addition to the ordinary reserve fund shown in 
the Summary Table, other reserves are maintained 
to meet emergencies. These other reserves are 
included under deposits in the published statements. 
Moreover, additional resources are concealed by the 
fact that the premises and the investments of the 
banks are booked below their actual market value. 

15. Notes in Circulati011. 

-Joint-stock banks do not possess the right 
of note issue in England and Wales. The small 
note circulation shown in the Summary Table for 
England and Wales refers exclusively to the Isle 
of Man, which is not governed by the English 
currency legislation. The legislation governing the 
note-issue in Scotland and Ireland was set out in 
detail in the first edition of this Memorandum. 

17. Due to BaPJks. 

The correspondent accounts as a rule are not 
shown separately but are merged in the deposits 
in the published statements of the banks. 
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UNITED KINGDO~I .AND IRISH FREE STATE. Table 23 (b). 

II. SCOTTISH JOINT-STOCK BANKS. 

-
. 

SUIIIMARY OF PROFIT-AND-LOSS ACCOUNTS 
# 

AND DISTRIBUTION OF PROFITS 

ACCOUNTS 
.FOR THE YEARS: 

1929 1930 1931 1932 1933 

Number of Banks. . . . . . . . . . . . . . . 8 8 8 8 8 

£ (ooo,ooo's omitted) 

Capital paid up • • • . • . • . . . . . . . . 12.0 13.1 13-5 13-5 13-5 
Reserves and Undivided Profits . . . . . . . . . 17-7 19.1 19-3 19-4 19·5 

I. Gross Profits . . . . . . . . . . . . . . . • 2.79 2.87 2.74 2.73 2.71 

To be deducted: 
2. Expenses . . . . . . . . . . . . . . . . . - - - - -

(a) Salaries, etc. . . . . . . . . . . . . - - - - -
(b) Other working expenses . . . . . . . . - - - - -
(c) Taxes, etc. • . • . • • • . . . . . . . - - - - -

3· Reserved for Pension Funds, etc. . . . • . . . 0.23 0.23 0.15 0.13 0.16 
4· Written off on Depreciation Accounts for . . . 0.26 0.27 0.22 0.22 0.16 

(a) Premises, etc. . . . . . . . . . . . . 0.26 0.27 0.22 0.22 0.16 

(b) Investments and securities. . . . . . . - - - - -
(c) Other assets • . • . . . . . . . . . . - - - - -

5· Remaining Net Profit • . . . . . . . . . . . 2.30 2.37 . 2.37 2.38 2.39 
6. Carried forward from preceding year . . . . . 2.00 2.06 2.09 2.05 2.08 
7· Taken from Reserves or Capital. • . . . . . . - - - - -
8. Total Amount disposed of for Dividends, etc .• . 4.30 4.43 4.46 4.43 4.47 

9· Carried to Reserves • . . . . . . . . . . . . 0-53 0.52 0-57 0-53 0.5J 
IO. Dividends . . . . . . . . . . . . . . . . . 1.71 1.82 1.8-J 1.82 1.82 
II. Director's Fees, etc .. . . . . . . . . . . . . - - - - -
I2. Carried forward to following year . . . . . . . 2.06 2.09 2.05 2.08 2.12 

I3. Total as above • . . . . • . . . . . . . . . 4.30 4.43 4.46 4.43 4.47 

14· Value of currency in Swiss francs at the end of 
16.1)1 each year . . . . . . . . . . . . . . 

18. Deposits. 
The banking statistics as regularly published 

in English sources do not show current accounts 
separately from deposit accounts. The report of 
the Macmillan Committee gave these details for 
the deposits of the London Clearing Banks for the 
period January 1919-March 1931, ana a continua
tion of these series is published currently in the 
Bank of England Statistical Summary and in the 
League of Nations M Oflthly Bulletin of Statistics. 
'The division of total deposits into current accounts 

. . 25-22 25.22 17.24 17.02 

and deposit accounts for the years ccvcrcd by the 
Summary Table is shown below : 

Monthly averal(("'\, J)cc:t"IUher 
! (ooo,ooo's) 

1929 19]0 1931 1()32 1933 

Current ac-
counts . . . 957·7 9918 865-J 991.6 1,015-4 

Deposit ac-
counts . . . 8•5·' 846.6 845-8 g62.8 <}00.2 

Total. . 1,772.8 1,8j8.4 1,710.9 1,954-4 1,915.6 
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III. IRISH JOINT-STOCK BANKS 

ACCOUNTS 

Number of Banks. . . . . . . . . • . . • • . 

Capital paid up • • • • . . . . . • . . . . . 
Reserves and Undivided Profits . . . . . . . . 
I. Gross Profits . . . . . . . . . 

To b1 deducted: 
2. Expenses . . . . . . . . . . . . 

(a) Salaries, etc. . . . . . . . . . . . . 
(b) Other working expenses . . . . . . . . 
(c) Taxes, etc. . . . . . . . . . . . . . . 

3. Reserved for Pension Funds, etc. . . . . . . . 
4· Written off on (Depreciation Accounts for\ . . . 

(a) Premises, etc . . . . . . . . . . 
·- (b) Investments and securities . . . . 

(c) Other assets . . . . . . 

5· Remaining Net Profit . . . . . . . . . . . 
6. Carried forward from preceding year . . 
7· Taken from Reserves or Capital . . . . . . . 

8. Total Amount disposed of for Dividends, etc.. . 

9· Carried to Reserves . . . . . 
ro Dividends . . . . . . . . . . 
II. Director's Fees, etc. . . . . . . . 
I2. Carried forward to following year . . . . . . . 

I3. Total as above • . . . . . . . • . 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIDUTION OF PROFITS 

9 

8.6 
IO.I 

1.72 

0.02 
o.og.. 
0.09 

1.61 
0.44 

FOR THE YEARS: 

1930 1931 1932 

9 9 9 

£ (ooo,ooo's omitted) 

8.7 
ro.5 

1.74 

0.02 
o.o8 
0.08 

8.7 
9·3 

1.62 

1.56 
0.44 

' 

8.6 
9·3 

1.43 

0.02 
0.03 
0.03 

1.38 
0.40 

1933 

9 

1.34 . 

1------1------1·-----·------1------
2.05 2.13 2.00 1.78 1.78 

0.48 0.38 0-35 
r.r2 o.g6 · o.g5 
- - -

2.05 2.13 2.00 1.78 1.78 

I4. Value of currency in Swiss francs at the end of 
each year . . . . . . . . • . . . . . . . 25.22 25.22 r6.gr 

19. Acceptances and Endorsemems. 

The greater part of the sums given represents 
bills accepted by the banks on behalf of their 
customers. These are almost entirely foreign bills 
accepted on behalf of home importers. 

The figures shown in the Irish Summary Table 
refer almost exclusively to the Northern Irish 
banks, the acceptance business of the Free State 
banks being insignificant. · 

Summary of Profit-and-Loss Accounts. 
Some of the minor English joint-stock banks 

are omitted from the profit-and-loss statistics of 
the ErotKm~isl, on which the Summary Table is 
based. The banks included are, however, fully 
representative, the aggregate of their capital and 

reserves constituting over 99 per cent of the total 
capital and reserves of all the banks included in 
the Balance-sheet Summary Table in I933· The 
profit-and-loss statistics for the Scottish and Irish 
banks are complete. . 
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I and :z. Gross Profits and Expenses. · 

As most of the banks in the United Kingdom 
and the Irish Free State adhere to the practice 
of deducting working expenses and income tax 
before disclosing their profit, these items have 
been excluded throughout. In recent years, the 
banks have disclosed their profits "after making 
appropriations to contingency accounts out of 
which provi!\ion has been made for bad and 
doubtful debts ". It is impossible to tell from 
this vague phrase to what extent depreciation of 
assets has been covered out of earnings, and to 
what extent out of undisclosed reserves. The 
amount shown as profits is entirely at the discretion 
of the directors. 

It is evident, then, that the sums shown under I 
in the Summary Table do not represent gross profits 
in a true sense and are not comparable with the 
corresponding figures given in the profit and loss 
summaries for other countries. 

3· Reservtd for Pet~sillfl Funds. 
This item of the Summary Table is headed 

" Staff " in the statistics of the ECOfiOfllisl and 
includes all allocations for the benefit of the banking 
staff, which are shown separately by the banks. 

4· Depreciatillfl. 
As mentioned in the note to group I above, the 

banks do not show depredation of investments in 
their published accounts. 

6 and 12. Sums can-ied fOI'IJia~tl. 
The amounts shown in the summary for Scottish 

banks include the· "Rest " (i.e., the Reserve 
Funds) of the Royal Bank of Scotland. 

IO. Dividends. 
The dividend figures given include a certain 

proportion of income tax not deducted from the 
sums distributed to shareholders by a number of 
banks. 
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YUGOSLAYIA 11• 

Iutroduetory Note. 

The European banking and currency crisis of 
1931 had serious repercussions on the Yugoslav 
joint-stock banks. Their relative importance in 
the credit structure of the country can be seen from 
the following figures showing the paid-up capital 
and reserves and total liabilities of all credit 
institutions in 1932 : 

Capital 
paid Total liabilities up and 

reserves 

Dinara (ooo,ooo's) Per cent 

6JQ joint-stock banks . 0 3,845 •s.ss7 ss 
State Mortgage !:lank . 117 4.230 16 
4.ss• co~peora tive credit 

socif'ties. 0 0 0 0 700 3,100 JJ 

6o !lavings banks. 0 0 J48 2,437 9 
Post Office Savings Bank. 0 46 1.485 6 

Total, 0 0 4,856 26,839 100 

The AtL~trian Credit-Anstalt crisis of May 1931, 
the temporary closing of the German banks in july 
of the same year, and the three-day bank holiday 
in Hungary which followed the German moratorium 
affected the confidence of the Yugoslav depositor 
for two reasons. First, the fact that many Yugoslav 
banks were intimately connected with Austrian and 
German credit institutions was well known to the 
public. Second, the legal stabilisation of the dinar 
after the prolonged currency vicissitudes of the 
post-war period had only been effected in May 1931 
in the full swing of general economic depression. 
It was, therefore, natural that the banking crisis in 
Yugoslavia, which had already begun in the form 
of heavy withdrawals of deposits during July and 
August, should have been aggravated by the 
sa~pension of the gold standard by the United 
Kingdom in September 1931. In the absence of 
comprehensive recent figures of total deposits •, the 
intensity and development of the crisis can be 
judged better from the following table showing the 
sum of the bill portfolio and loans and advances of 

all credit institutions- except the Central Bank
since 1930: 

Dinara (ooo,ooo's) I 
End of: 1930 1931 1932 1933 

Joint·•tock banks. 0 0 15,225 13,684 I 1,702 10,413 
State Mortgage Bank , . 3.o6o J,221 J.252 J,224 
Co-operative credit societies 2,622 2,]80 2,023 1,821 

Savings banks • 0 0 0 1,468 1,3]2 1,o5o 934 
Post Office Savings Bank 564 559 679 678 

-- --
Total. 22,921 21,176 18,7'>6 17,070 

From the end of 1930 to the end of 1933, 
total credits outstanding declined by 4,851 million 
dinara, or 21 per cent. This decline was confined 
almost exclusively to the joint-stock banks, the 
outstanding credits of which fell by 4,812 million 
dinara, or a third. The credits granted by the 
other private institutions, the co-operative societies 
and the savings banks show, however, the same 
proportionate decrease. On the other hand, the 
public institutions, the State Mortgage Bank and 
the Post Office, maintained and even increased 
their credits outstanding during and after the crisis. 

Available deposit figures reveal the same 
tendencies '· Ordinary deposits in all banks and 
savings institutions decreased steadily from 14.2 
milliard dinara at the beginning of June 1931 to 
9·7 milliard at the beginning of December 1933, a 
decline of almost a third. Cheque accounts and 
savings deposits at the Post Office increased from 
1,134 million dinara at the end of 1931 to 1,722 at 
the end of 1933, while private deposits at the State 
Mortgage Bank increased during the same period 
from 6r6 to 871 million dinara. The decline of 
4.6 milliard dinara in aggregate deposits of all 
banks was about equally distributed between the 
twenty leading joint-stock banks and all other 
institutions included in the statistics of the National 
Bank. As, however, deposits rose perceptibly in 
the two public institutions -the Postal Savings 
Banks and the State Mortgage Bank - it is clear 

1 A. it was not possible, for reasons of apace, to give a full account of recent banking developments in Yugoslavia 
in the last editioa of this volume, the present chapter covers the period since 1931. 

1 A memorandum on the structure and position of Yugoslav banking kindly supplied by the National Bank of 
Yugoslavia baa been found of great value in the preparation of this chapter. It has made possible, in particular, the 
extension of the data for the years prior to 1933 given in the summary balance-sheets, and the provision of profit
and-lou accounts. While the more important individual items of the present Summary Table are strictly comparable 
with th- published in the previous issues of this Mem<Wa,.dum, it should not be overlooked that certain items are 
either givea for the first time or have been completed by the additional data now made available. Figures for the end 
of 1933 have been obtained from thP Builth,., No.4. 1934. of the National Bank . 

. 'The quarterly figures of the deposits of all banks published in the Bulleli" of the National Bank refer only to 
ordmary deposita and exclude " sundry creditors ". which constitute on the average some 30 per cent of the total deposits 
of joint..tock banks. · 

• See aJoo the deposit figures of the twenty leading joint..,.tock banks given below in the note to item 17 of 
the Summary Table. . 
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that the smaller joint-stock banks were particularly 
exposed during the banking crisis ; these banks 
numbered 612 at the end of 1932. Between the 
end of 1929 and the end of 1932, the share of the 
twenty leading institutions in total deposits of all 
joint-stock banks increased from s6 to 61 per. cent. 

The situation of the private joint-stock banks 
would have deteriorated even more seriously had 
it not been for two measures of relief afforded 
them in the course of 1932. The first of these, 
Article S of the Law of April 19th on Agricultural 
Indebtedness, provided that all banks whose assets 
exceeded their liabilities could obtain a provisional 
moratorium on old liabilities. The creditors of the 
bank could, however, receive each quarter a partial 
payment, fixed by a State agent. Liabilities 
contracted after the enforcement of the law were 
exempted from moratorium. 

The second measure, the Regulation of Decem· 
ber 26th, 1932, enabled banks to apply to 'the 
Government to establish a scale for the repayment 
of deposits. Under this regulation, each depositor · 
was repaid a percentage which varied in inverse 
proportion to his total deposits. By the end of · 
1933, 149 of the 694 joint-stock, private, municipal 
and communal banks were under protection, 
69 haVing applied the provisions of the first and 
So those of the second measure. The total number 
of banks under protection increased to 170 by the 
autumn of 1934, and, of these, IS4 were working 
under a system of deferred payments. Among the 
170 banks under protection figure seven of the 
twenty leading banks. These seven big banks 
together had at the end of 1931 paid-up capital 
amounting to about 329 million and deposits 
(including " Kreditoren ") amounting to about 
2,78S million dinara '· 

It has been estimated that " frozen " agricultural 
credits represent about 49 per cent of the total 

credits of the provincial banks and about t2 per cent 
of those of the principal banks of the country •. 

The position of the banks tended to become more 
stable by the middle of 1933. The decline in the 
ordinary deposits of all banks and in the total 
deposits of the twenty leading banks in the la.~t 
two quarters of the year was relatively small. The 
uncertainty resulting from the temporary character 
of the measures affecting the banks hampered 
their activities. The definite settlement of the 
question of agricultural debts on November 22nd 
and the Order of December 4th, 1933, for the 
Protection of Banks and their Creditors clarified the 
position. The latter provided for the termination, 
by March 4th, 1934, of the provisional protection 
enjoyed by some banks and for new protection in 
one of three forms. For banks with active but 
immediately unrealisable assets, an extension of the 
moratorium on payments not to exceed five years 
is provided. Banks whose assets are actually much 
lower in value than shown in the balance-sheets 
are allowed to liquidate under favourable conditions 
and without declaring themselves bankrupt. 
Finally, insolvent banks of economic and national 
importance may declare a moratorium, cancel 
their liabilities up to so per cent, or transform 
so per cent of their deposits into shares with the 
consent of the majority of depositors. Detailed 
provisions for the establishment of balance-sheets 
and for the procedure of the Government Banking 
Reorganisation Commission are also given. The 
Order is obligatory for all the 170 banks under 
protection, but other banks are allowed to a vail 
themselves of its provisions. Accompanying the 
Order are regulations for the protection of the 
co-operative credit societies, for the reduction of 
the general charges of the banks under protection 
and of other institutions and for the fixation of 
maximum rates of interest. 

Balance-sheet Summary. 

I. Cash. 

The sums shown under thiS heading are composed 
as follows : 

Dinara (ooo,ooo's) 1930 1931 1932 f933 ---- -
Cash in hand. . . . . . . 510 414 341 ... 
Balances with the National 

Bank and Post Office • . 262 214 189 ... 
-- -- --Total cash. . 771. 628 530 596 

2. Other Items of a Cash Nature. 

This item consists of foreign notes and exchange, 
and coupons. 

J, 4, Sand 6. Bills discounted and bought, Investments 
and Securities, Participations and due from Banks. 

No details are available with regard to the 
composition of these items. 

7· Loans and Advances. 
The sums given under (b) are composed as 

follows : 

Dinara (ooo,ooo's) 1930 1931 1932 1933 
---- -- --

Loans against aecurities. 497 210 UJ 154 
Mortgage loans. . . . . . 712 I,OJ9 997 8s• -- -- ----

Total. . 1,209 1,249 1,120 1,oo6 

1 This information has b""n collected from the Compass Financial Year Book for 1933 and 1934· The bank• 
in order of importance of their deposits and " Kreditoren " liabilitieo are the following : The Firlt Croatian Savings 
Bank, the Union Bank of Yugoslavia, the Lnbliana Credit Bank, the Banque d'Esc:ompte, the Cattara Bank and Savmgs 
Bank, the Bank of Belgrade, and the " Merkur " Bank of Belgrade. 

• W. W. RosaNBO&G : "La question bancaire eu Yougoslavie" in R,.., /&()11tmeiiJ141 ifflnntJiii>IUJle, March 1934, 
pages 578-587. 
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ACCOUNTS 

Number of Banks .. . . . . . . . . . . 

: 

I. Cash 
(a) 
(b) 

AssETs. 
. . . . . . . . . . 

Gold, silver and small coins . . . . . .. . 
Inland notes and balances with Central 

Bank . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . . • 
3· Bills discounted and bought. . • . . . . • . 

(a) Treasury bills . . . . . • • . . • • • 
(b) Commercial bills, Inland . , . • . • • 
(c) Commercial bills, Foreign • • . • . . . 

4- Investments and St'curities . . . . . . . . . 
(a) Government . • . . • • • . . . . 

· (b) Other • . . . . . . . . . . . . . 
5- Participations . . . . . . . . . . . . . . 
6. Due from Banks (Correspondents). . . . 

(a) At home. . , . . . . . . . . . . , 
(b) Abroad • . . . . . . . .· . . •. 

7• Loans and Advances . . . . . . . . . . . . 
(a) On current account . . . . . . • . . 

. (b) Other . . . . . . ......••.. 
8. Cover for Acceptances • . . . . . . • . . . 
9· Premises, etc. . . • . . . . . . • . . • • 

xo. Sundry Assets . .. • . . . . . . , . • • . • 
II. Total Assets . • . • . . . • . . . . • . • . 

LIABILITIES. 
12. Capital paid up . . . . . . • • • . . . . . 
13. Reserve Funds • . . . . . . . • • • . • . 
14- Profit-and-Loss Account, Undivided Profits, etc. 
15. Cheques and Drafts in circulation . . • . . . . 
16. Due to Banks (Correspondents) . . . . . . . 

(a) At home. . . . . . . . . . . . . . . 
(b) Abroad . . . . . . . . . . • • , 

17. Deposits. . . . . . . . . . . . . . . 
(a) Current accounts. and sight deposits . . . 
{b) Savings accounts . . . . . . . . ..• 
(c) Time or fixed deposits . . . ....•. 
(d) Other deposits . . . . . . . . . . . . 

x8. Rediscounts and other Borrowings . . . . . • 
19. Acceptances and Endorsements . . . . . . . 
20. Sundry Liabilities . . . . . . . . . 
21. Total Liabilities . . . . . . . . . . . 
22. Guarantees. . . . 
23. Value of currency in Swiss 

of each year . . . . . . 

. . . . . . . . 
francs at the end 
. . . . . . . . 

SUMMARY OF POSITION AT THE . 
END OF: 

1930 1931 1932 1933 

620 

Dinara (ooo,ooo's omitted) 

772 628 530 596 

47 
5.6oo 

1,293 

274 
8j2 

68 
5.328 

9.625 8,356 
8,.p6 7,107 

1,088 

223 
227 

1,013 

... 

7.366 6,473 
6,246 5,467 

1,209 . 1,249 1,120 J,006 
. 76 73 74 .

86
8
6
1 

842 854 . . .• 
(___,..,...;5:::..,:0:-:-1-l·--=..,.;85:;,;4~· l......,_=-::-84~9:-l--· ·-·-

19,879 17,952 15,587 

14,172 
2,709 
7.597 

3,886 

779 
73 

741 
19,879 
8,302 

II,733 
1,936 
6,867 

2,930 
1,374 

74 
733 

17,952 

. ' . 

8,682 

6,360 

15,587 

0.070 
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ACCOUNTS 

SUMMARY OF PROFIT-AND-LOSS 
ACCOUNTS AND DISTRffillTION OF 

PROFITS FOR THE YEARS 

Number of Banks. . . . . . . . . . . . . 

Capital paid up. . . . . . . . . . . . . 
Reserves and Undivided Profits • . • . . 

I. Gross Profits . . . 

To be deducted: 

. . 

2. Expenses. . . . . . .. . . . . . . . . . . 
(a) Salaries, etc. . . . . . • . . . . . . . 
(b) Other working expenses . . . •.. 
(c) Taxes, etc. . . . . . . . . . . . . . . 

3· Reserved for Pension Funds, etc. . . . . . . 
4· Written off on Depreciation Accounts for. • . . 

(a) Premises, etc. . . . . . . . • . . . . 
(b) Investments and securities • . . . . . 
(c) Other assets . . . . . . . . . . . . 

5· Remaining Net Profit or Loss (-). . . . . . • 
6. Carried forward from preceding year. . . . . • 
1· Taken from Reserves or Capital. . . . . ... 

· 8. Total Amount disposed of for Dividends, etc. • • 

9· Carried to Reserves . . . . . . . . . . • . • 
10. Dividends . . . · . . . . . . • • • . . . . . 
II. Directors' Fees, etc. . . . . . . . . . . . . • 
12. ·Carried forward to following year • . . 

13. Total as above . . . . . . . . . . . . . . . 

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

1930 

2,96o 
1,954 

1,571 

1,249 
1,031 

ll4 
104 
16 

so 

256 

280 

63 
189 
28 

280 

0.091 

1931 

Dinara (ooo,ooo's omitted) 

1,510 

1,289 
r,o.s.s 

149 
s.s 
14 

32. 

175 

I 
32 

207 

207 

0.091 

1,169 

49 

63 

49 

112 

34 
71 
7 

lll 

o.o69 

8. Cover frw Acceptances. 10. Sundry Assets. 

... 

... ... 

... 

... 

... 

... 

... 

... 

This item is not given in the statistics furnished 
by the National Bank. Sums equal to the 
acceptances as shown under liabilities have been 
added under the present heading and the same 
a,mounts have been deducted from " Sundry 
Assets". 

The sums shown in this group are made up a.~ 

9· Premises, etc. 
This item includes both property used in the 

business of the banks and other fixed property held 
by them. 

follows : ' 

Dinara (ooo,ooo's) 1930 1931 1932 - -
Men:handise • . . • . . . •s 42 24 
Balaooe of Inter-branch 

accounts. . . . . . . . - - 12 

Transitory aa:ounts. . 6.4 39 39 
Sundry..-ts . . . . . 412 773 774 --Total, . . . SOl 8S4· 849 

1933 - ... ... ... ... ... --... 
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IJ. Reserve Funds. 
The sums given under this heading ~e composed 

of ordinary reserve funds and spectal reserves 
- " Caisse de retraite " - as shown below : 

Dinara (ooo,ooo's) 1930 1931 1932 1933 
-- -- -- --

Reserve fund. . . . . 819 769 774 926 
Special reserves . . JOS 129 119 ... ---- -- --

Total reserve funds. . 924 898 89J ... 
q. Profit-and-Loss Account, etc. 

This sum has been arrived at by deducting from 
the total net profits as shown under liabilities the 
amounts shown as losses under assets. In the 
years prior to 1933, these latter amounted to 50, 
31 and s6 million dinara. 

It should be noted that the amounts shown as 
net profits and as losses in the accounts of the 
operations of the joint-stock banks do not tally 
with those given in the profit-and-loss accounts. 

17. Deposits. 
The detailed specification of deposits shown 

under (a), (c) and (d) of the Summary Table is 
that provided by the data furnished by the National 
Bank, item (d) (Other Deposits), representing the 
various " Kreditoren " accounts. 

The deposits of the twenty leading joint-stock 
banks, which at the end of 1932 accounted for 
61 per cent of the deposits held by the 632 joint
stock banks, are given below with a view to showing 
the most recent movements 1 : 

Cur- Sa· Va· Total Twenty leading banks rent vings rio us de· 
Dinara (ooo,ooo's) ae, de· cr e-

pos~ts counts posits ditors 
---- - --

December JISt, 1930 • . 1.759 J.ns 2,J68 7.902 
December 31st, 1931 • . 1,218 J,366 2,404 6,988 
December 31st, 1932 • 1,020 2,558 2,J13 s.891 
July JISt, 1933 . . . . 958 2,417 2,275 5,64o 
December JISt, 1933 , 8J4 2,340 2,268 5.442 
July JISt, 19J4· . . . 923 2,J26 1,970 S,219 

The volume of deposits held in the more 
important credit institutions not included in the 
Summary Table will be seen from the following 
statement · 

Dinara (ooo,ooo's) 1929 1930 1931 19J:Z 1933 
1-- - -- --

Post office(savings and 
cheque accounts). 1,021 1,189 I,IJ4 1,387 1,722 

State Mortgage Bank 
(total private depo-

616 871 sits) . 455 529 725 
Municipal savings 

1,168 banks (Siavonia). I,02S 1,242 1,368 ... ----
Total public banks . 2,~01 2,900 3.1I8 3,280 ... --
T()tal commercial 

banks .. . 13,186 14,172 II,7J4 9.556 8,682 --
Grand total•. . • 15,687 17,132 14.744 12,736 ... 

• The grand total involves tertaio double counting. 

In addition to the above public institutions, there 
are 6o savings banks and 4,552 co-operative credit 
societies. The total outstanding credits of these 
two groups at the end of 1933 amounted to 934 
and 1,821 million dinara respectively. 

18. Rediscounts and Other Borrowings. 
The sums shown are made up as follows : 

Dinara (ooo,ooo's) IC)JO 1931 1932 1933 ---- --
Rediscounts . . 738 1,336 1,447 1,280 
Mortgage debt.• . 41 38 35 169 

---- -- --
. Total. ·' 779 1,374 1,482 1,449 

-

20. Sundry Liabilities. 
The sums·shown under this group are composed 

as follows: 

Dinara (ooo,ooo's) 1930 1931 1932 1933 
---- ----

Balance of inter-branch 
accounts . . 85 49 - ... 

Transitory accounts 143 103 170 ... 
Sundry liabilities. . . 513 581 397 ... -- ---- --Total. . . 741 733 567 . .. 

Summary of Profit-and-Loss Accounts. 
This is the first summary of profit-and-loss 

accounts of the joint-stock banks of Yugoslavia 
. to be published in the series of Memoranda on 
Commercial Banks. It has been prepared from the 
data supplied by the National Bank of Yugoslavia. 
The Summary Table relates to the same number 
of banks a.S the Balance-Sheet Summary, and 
the figures on paid-up capital and reserves and 
undivided profits of the latter have, therefore, 
been used also for the table on profit-and-loss 
accounts. 

Except for items 4, 5 and 7. all the specifications 
shown in the table correspond to · the data 
as supplied by the National Bank. Item 4 

(Depreciation Account) represents an item entitled 
" Losses ", which has been taken as the sum of 
amortisations on various accounts. After the 
deduction of expenses, 'reserves for pensions 
funds, etc., and amortisation, the remaining net 
profit (item 5) is in each of the years under review 
smaller than the total amount disposed in reserves, 
dividends, and directors' fees, etc., as shown by 
the original figures. This difference has therefore 
been accounted for by item 7 (Taken from Reserves 
or Capital), which is not given in the original data. 
This sum may be taken to represent the uncovered 
losses of the banks which failed in the course of 
1930, 1931 and 1932. 

1 Tb- data repl'e&ellt a new series published in the Quarterly Bulletift of the National Bank as from No. 3, 1933. 
They are not comparable with thooe published in the previous numbers of the Bulleti11 and reproduced in the last issue 
of thia MnruwtltUl""'· 
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lntroduetory Note. 

The most important events affecting Canadian 
banking since the last issue of this volume are the 
passing of the Bank of Canada Act establishing a 
Central Bank in the Dominion and the regular 
decennial revision of the Bank Act postponed 
from 1933. 

The Royal (Macmillan) Commission, appointed 
in the summer of 1933 to enquire into the. 
Canadian banking and monetary system, recom
mended in its report that a Central Bank 
should forthwith be established 1• A Bill to 
implement this recommendation was introduced in 
February 1934 and pas.~ed through its final stages 
in June and July of that year. The purpose of 
the bank is stated in the preamble to the Act to 
be " to regulate credit and currency in the best 
interests of the economic life of the nation, to 
. control and protect the external value of the 
national monetary unit and to mitigate by its 
influence fluctuations in the general level of 
production, trade, prices and employment, so far 
. as may be possible within the scope of monetary 
action ". 

The bank is a private institution ; its original 
share capital ($5 million) was offered for public 
subscription. The Governor-in-Council, however, 
appointed the first principal officers of the bank, 
who are hereafter to be appointed or reappointed 
by the directors with the approval of the Governor
in-Council. The directors, to be chosen by the 
shareholders, are to be selected from diversified 
occupations ; but no director of or shareholder in 
a chartered bank may be a director of the Bank of 
Canada. The Executive Committee of the bank, 
which is empowered to take decisions when the 
Board is not sitting, consists of the Governor, · 
Deputy Governor, one director selected by the 
Board and (ex offi&io and without voting right) the 
Deputy Minister of Finance. No decision of the 

, Board or of the Executive Committee is to be 
operative without the concurrence of the Governor. 
· The bank is authorised to buy and sell gold, 
silver and foreign exchange, to accept non-interest-

t See Commercial BaJtks, I925-I9JJ, page 230. 

baering deposits from banks and from the Dominion 
and provincial Governments, to buy, sell and 
-rediscount bills of exchange of defined types and 
maturities endorsed by a chartered bank, to make 
loans or advances of defined types to banks, 
Dominion and provincial Governments, to engage 
in open-market operations, etc. It may also hold 
shares in the Bank for International Settlements 
and open accounts in that institution and in the 
Central Bank of any country. 

The right to issue notes is vt>sted in the 
Bank of Canada. From the day on which the 
Central Bank is authorised to commence operations, 
the maximum amount of notes of a chartered bank 
in circulation is not to exceed the unimpaired 
paid-up capital of the bank. I At the bt'ginning of 
each year, for five years from 1936, the maximum 
amount outstanding. is to be reduced by 5 · pl'r 
cent, and for five years from 1941 by 10 per cent. 
The chartered banks may thereafter kel'p notes 
equivalent to 25 per cent of their unimpaired paid
up capital in circulation . 

The liability for Dominion notes outstanding is 
to be assumed by the Central Bank when it begins 
operations, and the Minister of Finance is to transfer 
to the bank the gold and silver held against those 
notes and the balance in 3 per cent Government 
securities. No limit is set on the note issue of the 
Central Bank, but it is required to sell gold (in the 
form of bars containing approximately 400 ounces) 
for legal tender. 1 The bank must keep a reserve 
equivalent to not less than 25 per cent of its note 
and deposit liabilities ; in addition to gold coin and 
bullion, the reserve may consist in part of silver 
bullion ' and foreign exchange. 

The chartered banks are required to maintain in 
the form of non-interest-bearing deposits with the 
Bank of Canada, or notes of that institution, a cash 
reserve equivalent to 5 per cent of their total 
deposit liabilities in Canada. The chartered banks 
are also required to surrender to the Bank of Canada 
all gold held by them in Canada. The gold is to 
be paid for at the old mint parity, except in so far 

• In the last issue of this volume {COffl_,.cial Baftks, I9Z5·I9JJ, page 227, footnote 2), it waa incorrectly otated that 
(prior, that is, to the revisi"? of 1934) noteo ~ght be issued by the charter~ banks againot their general credit '.' up to 
the amount of their unimpaired patd-up capttal and reserve fundo ; an add1ttonal 15 per cent may be 188ued durmg the 
crop-moving seaoon ". The statement should have been that noteo might be issued against the general credit of the 

·banks" up to tlte amount of tltf'ir unimpaired paid-up capital; during the crop-moving season an additional15 per cent 
of unimpaired paid-up capita! and reserve fundo may be issued ". . . . . 

• The Governor-in..COUncll bas the power to suspend the operation of thd provu1on. 
' • The bank is required, during 1935, 1936 and 1937, to purchase and hold newly mined Canadian ailver aa directed 
to do 10 by the Minister of Finance, but the Bank shall never be required to purchase more than 1,671,8o2 line ounceo 

· in any year. It may be recalled that Canada was one of the partieo to the International Silver Agreement of 1933. 
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SUMMARY OF POSITION AT THE END OF: 

ACCOUNTS 

1929 19JO 1931 1932 1933 

Number of : Banks . . . . . . . . . . . . . • II II IO 10 10 
Branches and Sub-Branches· . . . . . 4,069 4,083 3.970 3.772 

AssETS. Dollars (ooo,ooo's omittedl 

I. Cash. 0 0 . . . . . • . . . . . . . . 0 . • 290·4 272-5 242.0 250·9 232-5 
(a) Gold, silver and small coins . . . . . . ' 87·9 97·7 76.5 '64·3 55.1 

(b) Inland notes and balances ,with· Central 
174·8 165.5 186.6 177-4 Bank . . . , ...• ··· . . .. . . . . 202.,5 

2. Other Items of a Cash Nature . . . 0 . 0 . . 172.2 142.2 114.0 92-5 97.1 
3· Bills discounted and bought -· - - - -. . 0 0 0 . 0 . 

(a) Treasury bills. . . . . • - - - - -. . . . . 0 . 
(b) Commercial bills, Inland. . ·- - - - -. . . . 0 

(c) Commercial bills, Foreign . 0 . 0 0 - - - - -
0 

4· Investments and Securities • 0 0 . . 0 0 0 0 448·4 604.1 ·694·0 7J8.2 861.1 
(a) Government . 0 . 0 0 . 0 . . 0 0' . 391.0 .536·7 632.0 729-3 809.2 

(b) Other . . . . 0 . . . 0 0 0 . . . 0 0 57·4 67·4 62.0 48-9 51.9 
5· Participationj; . . . . . . . . . 0 . . . 0 0 9·8· 12.0 14-3 13.2 13.0 
6. Due from Banks (Correspondents) . . 0 0 0 0 107·9 "94·4 113.8 117.0 86.2 

(a) At home. 0 . . . 0 0 0 0 0 0 0 0 6.3 4·6 4·1 4·3 3-S 
(b) Abroad . 0 0 0 .. 0 0 0 . 0 0 0 0 

101.6 89.8 109·7 112.7 82.7 
7· Loans and Advances. 0 'o . 0 . . 0 . 0 . 2,282.5 1,839·7 1,659.6 1,450.2 1,369.8 

(a) On current account . 0 0 0 . 0 0 . . - - - - -
(b) Other . 0 . 0 . . . 0 . . 0 0 . 0 - - - - -

8. Cover for Acceptances • 0 0 . . . 0 0 0 0 0 0 II2.6 78·4 ~ 55-5 42.6 49·4 
9· Premises, etc . 0 . . . 0 . . 0 . . 0 . . . . 75-2 78.6 79·8 78·7 78·3 

10. Sundry Assets . . . . . . . . . . . . . 22.1 21.9 24-7 28.8 28.3 
II. Total Assets ' . . . . . . . . . . . 0 . 3,521.1 3,143.8 2,997.7 2,852.1 2,815.7 

LIABILITIES. . 

12. Capital paid up . . . 0 . . . . . . . 0 . . ' 142·9 145-0 144-5 144-5 144-5 
13. Reserve Funds ·. . . . . . . 0 . 158.1 162.2 162.0 162.0 132-5 
14. Profit-and· Loss Accounts, Di.vidend Accounts, etc. 17·7 15-4 15.9 10.1 10.0 
15. Notes in circulation . . . . . • . . . 0 . . . 175·5 . 148.o qi..O 127.1 132.0 
16. Cheques and Drafts, etc., in circulation . . ' . 8.2 5-3 J.2 o.6 0.9 
17. Due to Banks (Correspondents) . . . . . . . . 12,2.9 77·9 58-5 61.1 51·4 

(a) At home. • . . : . . . . . . . . . . 14·9 12.8 I1.4 12.3 13.1 
(b) Abroad . . . . . . . . . 0 . . . 1o8.o ·65.1 47·1 '48.8' J8.3 

18. Deposits . . . . . . . . . . . . . . . . . 2,6g6.9 2,487·3 2,367.6 2,244-5 2,242.2 
(a) Current accounts and sight deposits . 0 . '820.9 689:2. 697.5 538.3 .563. I 
(b) Savings accounts . . . . • . ' . . . • . - - - -· -
(c) Time or fixed deposits . . . 1,434·'4 1,425.8 

~ . . . . . . 1,360.0 '·377·5 1,356.9 
(d) Other deposits . . . . .. . . . . . • 441.6 372·3 310.1 328.7 322.2 

19. Rediscounts and other Borrowings . . . 0 . 81.7 20.5 46.5 57-0 50-4 
20. Acceptances and Endorsements. . . . . 112.6 78·4 55-5 42.6 49·4 
21. Sundry Liabilities. . • • . 0 . . 0 . 0 . 0 . ' 4·6 3.8 J.O 2.6 2.4 
22. Total Liabilities. . 0 0 0 0 0 0 . 0 0 0 . 3,521.1 3,143.8 2,997.7' 2.852.1 2,815.7 
23. Value of currency in Swiss francs at the end 

of each year . . . • . . . . 0 . 0 5.18 ·5.18 4-21 4-47 3·32 

' 
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as the Governor-in-Council is satisfied that it was 
Dec. held against liabilities elsewhere than in Canada, 

and the profit on the gold transfers is to accrue to 
the Consolidated Revenue of the Dominion. 

The principal revisions to the Bank Act 
(regulating the operations of the chartered banks), 
in addition to those mentioned, may be briefly 
summarised. 1 The additional liability of bank 
shareholders in excess of the unpaid portion of their 
shares in the event of insolvency is reduced from 
the par value of the shares (i.e., double liability) to 
the proportion of the par value which notes in 
circulation bear to the paid-up capital of the bank. 
The banks are prohibited from allowing their name 
to appear on any prospectus or advertisement not 
issued on behalf of a public or semi-public body, 
except as a banker for receiving applications, unless 
the securities in question are guaranteed by the 
Government of Canada or any province. The rate 
of interest which may be charged on bank loans 
in Canada is limited to 7 per cent per annum. • 
Other sections of the Act remain substantially 
unchanged ; the Canadian Bankers' Association 
continues to be charged with certain important 
duties and responsibilities. 

In accordance with the recommendation of the 
Macmillan Commission, a special official enquiry 
has been instituted into the problem of providing 
short and intermediate term rural credits. 

An examination of the accounts of the chartered 
banks reveals no very significant changes since the 
last issue of this volume. The recovery which took 
place in Canada after 193:11 was financed less by 
an expansion of bank credit than by the utilisation 
of the accumulated resources of business concerns. 
Some of the important accounts of the chartered 
banks are summarised as follows : 

• (ooo,ooo's) Sept. Dec. Sept. 
19]1 1933 1933 1934 -- -- --

Dominion notes h~ld by 
banks. . . . . . 153 127 ·140 rs8 

Current loans in C.anada . 964 90S 8o8 88o 
Government securities. 562 663 651 711 
Notes in circulation. . 127 141 1.12 148 
Demand drposib in Canadn 466 .402. . soa 5•3 
S..vingsdepositsinCanada.

1
1.378 1.372 1.357 1,377 

The recent rise in the chartered banks' holdings 
of Dominion notes must be considered in conjunc
tion with the amendment to the Dominion Notes 
Act, which increased the note-issuing power of the 
Government by about Sso million ; a large part of 
the additional notes issued went to increase the cash 
reserves of the commercial banks. Their current 
loans in Canada, however, declined steadily until 
July 1934, when they touched the low figure of 
$851 million ; during the next two months there 
was some slight increase. On the other hand, the 
banks have continued to add to their holdings of 
Government securities, which rose by $100 million 
in the first nine months of 1933 and an additional 
Sso million during the next year. Demand deposits 
in Canada have shown some tendency to rise, but 
savings deposits have shown only slight fluctuation. 
In consequence partly of the accumulation of cash 
reserves and general increase in the liquidity of the 
banks' position, the rate of interest allowed on 
savings deposits was reduced from 2 YJ to 2 per cent 
at the beginning of November 1934· 

Bank debits to individual accounts increased 
from $21.8 milliard in the first nine months of 1933 
to $23.3 milliard in the corresponding period of 
1934 - i.e., by 7 per cent. 

Balaoee-shoo& Summary. 

I. Cash. 

The sums shown under cash in the Summary 
Table include the following amounts held on deposit 

· with the Minister of Finance for the security of the 
note circulation. 

19•9· 
1930. 
1931. 
193•· 
1933· 

• (ooo,ooo's) 

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

Circul. Central 
Redemp. Gold Total 

Fund R-rws 

. . 6.4 s6.6 6].0 . . 6.8 3a.6 39-4 . . 6.8 •S·1 3•·5 . . . 6.6 19·9 •6.s . . 6.s 17.8 •+3 

1 Tbe main provisions of the Bank Act of 1923 were given in com-cia/ Banks. I9I3-I9~9. pagea 312 and 3'3· 
I A similar provision was already incorporated in the earlier Dank Act, but its legal import waa equivocal. The 

majority of the Macmillan Commi!sion .recommended that the limitatioD be abolished, but it i8 reinforced and made 
unequi vocal in tbe present Act. 
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Tile composition of " ~h " was as follows in 
the years wtder re\;ew : 

• (ooo,ooo's) 1929 19JO 1931 1932 1933 --
L C..l'ft!lt gold llDd 

subsidiary coin 
in bands of 
banks •••• 73-3 84.0 65.8 53-2 49-9 

.Ubome . . (46-9) (47-4) (46.0) (38.o) (39-3) 
Abroad. . (26.41 (J'>.6) (1g.8l (tp) (10.6) 

2. Gold deposits in 
~--tral gold ~ 

10.71 serftS . . . . 14-6 13.7 II. I S-2 --
J. Total metallic 

R>el"Yf: (1·2). . 87-9 97·1 76.5 64-3 ss.r 
4- Dominion notes 

in hands of 
banks . . . 130.9 126.9 128.9 ISJ.2 139·7 

S· Dominion notes 
deposited in cen· 
tral gold ~ 
,...rves . . . . 41-S 18.g 15.1 8.8 12.6 

6. Bank cirt:ulatioo 
redemption 
fund • . . . . 6-4 6.8 6.8 6.6 6.s 

1- l'. S. and other 
foreign notes 23-7 2l.2 14-7 17-9 18.6 

~ 

8. Total DOO·meta)-
lie reserve 14·7)- 202-5 174-8 165.5 1 186.5 177-4 

2. Da- lkms of• Caslt Nature. 
This item consists of notes of, and cheques on, 

other Canadian banks which have· not yet been 
presented for clearing. 

1 (ooo,ooo's) I Not<-s of Cheques on Total otberbanks otberbmks 

1929 . . . . . . . . 20.0 152.2 172-2 
19JO . . . . . . . . 15-0 127.2- 142-2 
1931 . . . . . . . . 11-9 102.1 114-0 
1932 . . . . . . . . 12.2 8o.f 92.6 
1933 . . . . . . . . Jl-4 &5-7 97-1 

3- Bills tliscounleil afltl bought. 

The Canadian official statistics do not show 
discounts separately from loans. They are therefore 
included under advances in group (7) of the Sum
mary Table. 

4- I tWeslmenls a1ltl Securities. 
The sums shown for Government securities 

(item (a) of present group) are composed as follows: 

Dom. and Mun. and 
I (ooo,ooo'•) Prov. Gov. other 

Public Total 
Seeuritieo •uritia 

l<pg . . . . . . . . 297-0 94-0 391-0 
19JU . . . . . . . . .,)8,6 1%8.1 S3r•·7 19]1 . . . . . . . . 477-9 154-1 632-0 
1932 . . . . . . . . srn.4 1(16.9 729-3 
1933 . . . . . . . . 651.1 158.r 8og.2 

The other investments (b) consist of railways 
and other bonds, debentures and stocks. 

5- Participations. 
The figures given in the Summary Table represent 

the chartered banks' shares in, and long-term loans 
to, controlled companies. The latter are frequently 
loan or trust companies. 

6. Due from Banks (Co"espo11tients). 
The division of foreign correspondents between 

amowtts due from banks in the United Kingdom 
and sums due from banks elsewhere in the years 
wtder review was as follows : 

I (ooo,ooo"s) U.K. Elsewhere Total 

1929 . . . . . . . 5·• 96-4 101.6 
1930 . . . . . . . . 9·0 8o.8 89.8 
1931 . . . . 5·0 104-7 Jog.; 
1932 . . .. . . . . . 7-8 104-9" 112.7 
1933 . . • . . . 12.2 70·5 82.7 

7· Loans aflti Advances. 
The sums giveri in this group of the Summary 

Table are composed of the following items shown 
separately in the official statistics : 

I (ooo,ooo's) 1929 1930 1931 1932 1933 
--------

(1) Call and short 
(up to JO 
days) loons: 
In Canada .• 262-3 204-8 134-7 103.2 105·9 
Elsewhere .• 245-1 145-9 8j.l 91-5 go.r ----

Total (•) • .507·4 350·7 21;.8 194-7 1g6.o 

(~) Other current 
loans and dis-
counts: 
In Canada • 1-402.8 1,149-2 1,o82.1 964.o 8(j8.z 
Elsewhere . 2.50.6 213-9 188.4 151-7 138.o 

Total (z) • 1.653·4 1,363.1 •·•70-S I,I15-7 1,036.2 
Total (1+2). 2,16o.8 1,71].8 1,488.j l,j10.4 1,2j2.2 

(3) Loans to Public 
Bodies: 
Provincial 
Government. zs.o 29-7 45-6 28.3 28.8 
Others. . 96-7 ¢.2 125-7 Jll.5 108.8 -- - ------Total (3) . 121.7 125-9 171-3 139-8 137·6 
Grand total 

I•+•+Jl · 2,282.5 1.839·7 1,659-6 ••• so .• 1,3(J9.8 

The grand total of loans and advances as shown 
in the statement above and in group (7) of the 
Summary Table does not include overdue debts, 
classified in the official statistics as " non-current 
loans " ; these are included in sundry assets. 

9· Premises. 
The sums shown in this group of the Summary 

Table represent premises in actual use in the 
business of the banks. Other real estate and 
mortgages on real estate sold are included under 
sundry assets and shown separately in the following 
note. . · 

IO. Sufltlry Assets. 
This item includes overdue debts, real estate 

other than bank premises, mortgages on real estate 
sold and various transitory accounts . 

• 
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14. Profit and Loss, Undivided Profits, etc. 

No official profit-and-loss statistics of the banks 
are published in Canada. The balance of the 
profit-and-loss accounts is not included in the 
returns of the chartered banks and has been 
calculated by taking the difference between total 
assets and total liabilities (including capital and 
reserves), which are shown in the official returns. 

15. Notes in Circulation. 
The amounts shown in the Summary Table 

constitute the gross note circulation of the chartered 
banks - i.e., they include both notes in the hands 
of the public and the notes of other banks held 
by the banks themselves. Group (2) above 
includes the banks' holdings of each other's notes. 
The net circulation in the years under review was 
as follows: 

1 (ooo,ooo's) 1929 1930 1931 19JZ 1933 
-- ---- -

(;ross cin:ula tion 175·5 148.0 141.0 127.1 lJ2.0 
Less notes in tills 

of other hanks • 20.0 IS.O 11.9 12.1 11.4 
Net circulation . ------

us.o ,~ ISS·S IJJ.O 129.1 

17. Due to Banks (Correspondents). 

The sums due to banks and banking 
correspondents abroad are divided in the official 

. statistics as follows : · 
. 

I (ooo,ooo's) U.K. Elsewhere Total 

1929 . . . . . . . . 26.7 8r.J ro8.o 
1930 . . . . . . . s.8 59·3 6p 
1931. . . . . . . . 4-8 42-3 47-1 
1932 . . . . . . . . 7·4 41.4' 48.8. 
1933 . . . . . . . 4·9 33·4 38·3 

18. Deposits. 

The detailed composition of the amounts shown 
under current accounts (a) in the Summary Table 
is given below : 

Sight Balances due to 
Depo· 

sits Governments ; 
Grand made 

' (ooo,ooo's) by the Total 
public Dom. Prov. 

Total in Ca· Govt. Govt. nada 
------ - --

1929 . . . . . . . 729·3 6o.o 31.6 91.6 820.9 
1930 . . . . . 641.7 26.9 20.6 47·5 68Q.2 
1931 . . . . . . . s66.6 Ill. I 19.8 IJ0.9 697-S 
1932 . . . . . . . . 466.2 53·' 19-0 12·' SJ8.J 
1933 . . . . . . 501.9 33·3 •1·9 61.2 S6J.l 

Savings deposits are not shown separately from 
other time deposits in the official statistics, but the 
great bulk of the sums shown in the Summary 
Table under (c) represent savings deposits. 
Theoretically, they are generally subject to IS days' 
notice, but in practice they are payable on demand. 

The deposits shown under (a) and (c) in the 
Summary Table are all held in Canada. 

"Other deposits" (d) represent deposits made 
in the foreign branches of Canadian banks. The 
official statistics do not subdivide these deposits 
into sight and time deposits. 

19. Rediscounts and Other Borrowings. 
· The sums shown in this group of the Summary 
Table are given in the official statistics under 
the heading " Advances under the Finance Act " 

· and represent borrowings by the banks from the 
Dominion Government under the Finance Act of 
1914-



U.XITED STATES 01<' AMERICA. 
Introduetory Note. 

II The last edition of this volume analysed the T, ble I - BANKS LICENSED AND NOT LICENSED. 

trends of banking in the United States from the 
beginning of the economic depression in 192~ up 
to the end of 1933. A full account was th~re gi':e.n 
of the origin and development of the banking cnSis 
of 1933 of the gradual reopening of the banks after 
Yarch ~f that year, of the accumulation of large 
excess cash reserves as a result of the open-market 
operations undertaken by the Federal Res~rve. 
Banks between May and October, and of th.e van?us 
pieces of banking legislati?n enac~ed, ~nclu~g 
the Banking Act of 1933, which proVIded, sfller als~, 
for the establishment of a Federal system of deposit 
insurance. 

The present analysis may lJ:egin with_ a 
consideration of the recent changes m the physical 
structure of the commercial banking system -
i e in the number of banks and in the relative 
~Portance of the various categories of institutions. 
At the end of 1932, there were 18,390 banks in the 
t:nited States, or some 12.000 fewer than at the 
end of 1922. 1bis figure (18,390) includes 6,816 
banks members of the Federal Reserve system 
and u,574 non-member banks. Of the latter, t~e 
bulk were commercial banks and trust comparues 
operating under the jurisdiction of one of the 
individual States ; about 1,000 mutual and stock 
savings banks are also inclu~ed. Of the 6,~16 
member banks, 6,ou were national banks - s.e., 
banks operating under the jurisdiction of Congress, 
foc whom membership in the Federal Reserve 
system is obligatory, and the re~d~ State com
mercial banks for whom membership IS voluntary. 

By Presidential proclamation of March 4th, 1933, 
a nation-wide bank holiday was declared for a 
period of four days. On March 9th, the holiday was 
indefinitely extended, and the following day the 
Secretary of the Treasury was empowered to license 
member banks found to be in satisfactory condition 
to carry on usual banking operations with excep
tions as to paying out gold and currency for 
hoarding ; and similar authority was granted to the 
State authorities with respect to banks not members 
of the Federal Reserve system. On April 12th, 
1933, when the first comprehensive figures became 
available, it was found that 4,200 member and 
JIIJD-member banks which had been open prior to 
the bank holiday were still unlicensed ; deposits 
aggregating nearly S4,000 million were tied up in 
these banks. The progressive licensing of banks in 
sub!equent months is illustrated in Table I. 

By the end of August 1934, only 432 banks which 
bad been open befoce the bank holiday had not 
been either authorised to resume operations, 
absorbed by other banks or finally liquidated; these 
banks held depo!;its amounting to $250 million, 
<K con.~iderably Jess than I per cent of the aggregate 

Number of banks 

Licensed Not licensed 
I late 

Mem· Non· Mem· Non· 

ber 
mem- ber mem-
ber beP 

---- -- --
April uth, 1933 . . . 5.425 7.392 1,256 2.959 
June 30th, 1933 . • · 5.6o6 8,188 1/'95 1,983 
December JOth. 1933 . . 6,011 8.333 512 1.257 
June JOth, 1934 . . . 6.375 8,629 113 509 
August 22nd. 1934 . 6,407 8.713 68 364 

Deposits : I (ooo,ooo's) 

April uth. 1933 • • • . 25,986 5,020 2,66o 1.321 
June 3oth, 1933 . • • . 26,564 5.072 1,266 I,o64 
December jOth. 1933 . 27.167 5,o62 p8 497 
June JOth, 1934 • . . JI,OI2 4.979 Il2 234 . 
August 22nd, 1934 . . . 31.027 4.98• 72 179 

deposits of banks in operation before the banking 
holiday. It will be observed that a consid~bly 
smaller proportion of member banks remamed 
unlicensed than non-member banks ; of the 68 mem" 
ber banks not licensed in August 1934, 58 were 
national banks and 10 were State banks. 
· Not all banks licensed to reopen continued to 
carry on business. Some . went into v~luntary 
liquidation, others were agam closed or failed, ~d 
others lost their identity through amalgamatiOn. 
On the other hand, not all deposits in unlicensed 
banks remained indefinitely tied up. Undex the 
Bank Conservation Act of March 9th, 1933. the 
Comptroller of the Currency was authorised 
to appoint conservators of national banks, who 
might proceed to reorganise them and facilitate 
the prompt release of deposits through the 
instrumentality of a new bank organised to take 
over part of the business of each of the closed 
banks. The reopening of banks was further 
facilitated through borrowing from the Reconstruc
tion Finance Corporation, and many of the member 
banks licensed to reopen after the banking holiday 
first strengthened their capital resources in this· 
way. Receivers and liquidating agents of closed 
banks also borrowed from the R.F.C. in releasing 
funds to depositors, and in October 1933 this 
process was accelerated through the establishment 
of the Deposit Liquidation Board ; from that month 
until the end of the year, the R.F.C. had authorised, 
through it, 776 loans aggregating S3oo million. 
Between March 16th, I933, and the end of the 
year, 221 banks which had been licensed to reopen 
after the bank holiday suspended payments or 
were placed in liquidation or receivership or 
authorised to transact business only on a restricted 
basis ; all but IS of these were non-member banks, 
and their deposits amounted in aggregate to 
II32 million. In the same period, I,loo non-
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licensed banks: wi~h _de~its of $1,900 million, 
were placed m liqwdatlon or receivership or 
absorbed or succeeded by other banks. 

In t~e preceding edition of this volume, details 
were giVen regarding the Federal Deposit Insurance 
Corporation set up through the Banking Act of 
~933·. The A~t provided for a temporary fund, 
msunng deposits up to $2,500, to become effective 
?n ~anuary ~st, 1934, and a permanent fund, 
msunng deposits up to $5,000, to become effective 
on June 3oth, 1934. (By an Act of June 16th, 1934, 
the temporary plan was ~xtended for a year and 
t~e limit of insured deposits raised to S 5,000.) 
!-Icens~d member banks were required to participate 
m the Insurance fund, and non-licensed banks were 
authorised to apply for membership and were 
eligible if certified by the State authorities to have 
assets sufficient to cover deposit and other liabilities. 

By June 30th, 1934, 14,170 banks had joined the 
temporary deposit insurance fund ; this number 
included 7,555 non-member commercial banks and 
235 mutual savings banks. On that date -i.e., 
when the fund became permanent - 21 non-mem
ber commercial banks announced their intention 
of withdrawing, as did 167 mutual savings banks. 
Of the latter, the great majority were New York in
s~itutions w~ch preferred to join the recently estab
lishedStatemsurance fund for mutual savings banks. 

An aspect of the Federal Deposit Insurance 
scheme worthy of particular stress is the provision 
that, after July 1st, 1936, all insured banks must 
be members of the Federal Reserve system. As 
the Deposit Insurance Corporation now embraces 
over ·90 per cent of all commercial banks in the 
United States (while the Federal Reserve system 
embraces only 40 per cent of the total number of 
~ommercial banks and 82 per. cent of deposits), 
It would appear that a much larger section of 
American commercial banking than hitherto will in 
this way come under the unified supervision of the 
Federal Reserve authorities. 

The growing importance of the member banks in 
the ~merican com~ercial banking system during 
1933 Is brought out m Table 2 below, which shows 

Table 2. -ALL BANKS • : LoANS AND 
INVESTMENTS (A) AND DEPOSITS (B) 1932-1934 • 

a (ooo,ooo's) Total Member banks Non-member 
banks 

A B A B A B 
31.Xt1.1932 44.946 41,643 27.469 24,803 10,182 16,84o 
30. VI. 1933b 40,089 J8,0JJ 24·.786 23.338 10,044 14,674 
JO.Xll.1933b 40,419 38,594 25,220 2l,;';'1 9.989 14,824 
JO.VI. 1934b 27,175 26,615 

Cloang• I 
30. Vl.1933· A 1t1011nl ,' • • +2.380 +3."77 
30. v1.1934 Pw cenl • • . +9-6 +.r.,.o 
• Including mutual and stock savings banks in addition 

to. national banks, State banks, trust companies and 
pnvate banks. 

b Beginning June 30th, 1933, figures relate to licensed 
banks only, with some exceptions as to non-member banks. 

the movements of loans and investments and of 
deposits of all banks from the end of 1932 to the 
middle of 1934. 
~t the end of 1933, aggregate deposits, exclusive 

of mter-bank deposits, in all licensed banks in the 
United States were over $3,000 million lower than 
at the end of the preceding year. Deposits in 
member banks were $I ,ooo million, or 4 per cent, 
lower, while deposits in non-member banks were 
$2,000 million, or 12 per cent, lower,' At the end 
of 1933. the member banks accounted for 62 per 
cent of aggregate deposits of all banks, including 
mutual and stock savings banks, as compared with 
less than 6o per cent at the end of 1932. 

The rapid _growth in member-bank deposits in 
the ye_ar ending June 30th, 1934, is chiefly due to 
accessions to active membership, imports of gold 
following the passing of the Gold Reserve Act of 
1934, and expenditure by the Treasury from its 
cash balances. The increase in net demand and 
time deposits during this year amounted to 
$3,300 million, of which $850 million represented 
United States Government deposits. It is 
estimated 1 that, at the .middle of 1934, total 
deposits (including inter-bank deposits) in member 
banks were $7,500 million higher than just before 
the banking holiday in March 1933. 

An examination of Table 2 will show that, in 
the year ending June 3oth, 1934, net demand and 
time deposits of member banks increased by almost 
$1,000 million more than total loans and invest
ments. This difference is illustrative of the 
accumulation of unused cash resources by the 

· commercial banks in the course of this year and 
of their desire to maintain their assets in the most 
liquid form possible. The growth of liquidity is, 
indeed, the most salient feature of American 
commercial banking during the year under review ; 
it manifests itself in several ways - viz., in the 
accumulation of large excess cash reserves, in the 
repayment of indebtedness at the Federal Reserve 
banks and in the composition of the member banks' 
earning assets. 

The accumulation of excess cash reserves and 
the repayment of indebtedness to the Federal 
Reserve banks are illustrated in Table 3· 

Table 3· - EXCESS CAsH RESERVES OF MEMBER 
BANKS AND BILLS DISCOUNTED AT FEDERAL 
REsERVE BANKS, 1933 AND 1934. 

Excess reserves 

Averages-of daily Bills 

figures 
Total Other dis-

all New ''Coun-
mem- York Re- try .. ooun· 

I (ooo.ooo's) ber City serve banks ted 
banks cities 

- -
June 1933. . 363 69 198 96 350 
December '933· • . 766 96 473 197 117 
March 1934 • . 1.375 432 64S 297 55 
June 1934· . . . 1,685 532 8oo 353 28 

l Fedwol Restwvl BMIIeh•, August 1934· 

10 
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In the year ending June 1934, the excess cash 
reser.-es of member banks increased by 11,320 mil
lion, ~lillie their bills discounted were reduced from 
$z5o to l.z8 million - i.e., by over 1220 million. 
It is particularly worthy of note that this increase 
in excess reserves was not concentrated in New 
York, but was fairly evenly distributed throughout 
the country. A special survey of the distribution 
of excess reserves during November 1933 showed 
that over half of all member banks held reserves 

at least 20 per cent above legal requirements, while 
only 6 per cent were deficient in reserves. 

It is of interest to enquire where the funds used 
by member banks tq accumulate cash reserves and 
retire their rediscounts at the Federal Reserve 
banks came from. Some light is thrown on this 
question by Table 4 below, which shows the changes 
in certain related factors between June 1933 and 
June 1934-

Table + - ITEMS RELATED TO MEMBER BANK RESERVES. 

Federal Reserve banks' holdings of : Bills Member-bank . 
discounted ftlserve balances AYeng,. ol daily figures Money by Fedenl . in circulation 1 (ooo,ooo's) u.s. Govt. Bills Monetary Reserve Total Excess banks securities gold stock 

JUDe 1933· . . . . . . . 1,933 13 4.317 s.742 250 2,I6o 363. 
JUDe 1934· . . . . . . . 2.424 7 s.ozl• 5.341 28 l-790 1,685 
CA.ap. . . . . . . . . +491 -6 +704 -401 -222 +z.6Jo +I.JU 

• Em:lnding profits of ~evaluatioo ($2,8oo millioo). 

The Federal Reserve bank purchases of securities 
in the open market, which took place chiefly 
between the months of May and October 1933, 
were mentioned in the last edition of this volume; 
during the year under .review, these purchases 
aggregated nearly 1500 million. The Gold Reserve 
Act of January 31st, 1934, reduced the gold value 
of the dollar to 59-00 per cent of its old gold parity, 
while its value in the exchange market, in relation 
to foreign currencies, was 63 per cent of par. This 
disparity, which persisted for some time, made it 
profitable to ship gold to the United States : during 
February, 145 million of gold was imported and 
$68 million released from earmark, and during the 
next four months almost $4oo million was imported. 
The increase in the monetary gold stock, as shown 
in Table 4. was over l7oo million from June 1933 
to June 1934- As money was paid out by the 
Federal Reserve banks to purchase this gold, it 
was deposited in commercial banks and became 
available for the reduction of indebtedness and 
the building-up of excess cash reserves. Finally, 
money in circulation was reduced by 1400 million 
during this year, representing partly dehoarding of 
currency 1• Through these three sources (open
market purchases, gold imports and dehoarding) 
the banks had available II,6oo million of Federal 
Reserve money, which they used chiefly to 
accumulate legal and excess reserves. Additional 
funds were created by the expenditure by the 
Treasury of part of its profit of l2,8oo million 
acquired through the revaluation of gold. Whether 
used to support the market in Government securities 
or to acquire foreign currencies with a view to 
limiting a rise in the dollar, such expenditure has, 

of course, the result of enlarging the total volume 
of cash in the banking system. 
· The tendency towards increased liquidity through 

a change in the character of bank assets is further 
disclosed in Table 5, which shows in detail 
the changes which took place in the volume and 
distribution of credit extended by banks members 
of the Federal Reserve system from June 30th, 
1933, to June 30th, 1934· 

The increase in member banks' total loans and 
investments in the year ending June 30th, 1934, 
was entirely due to purchases of Government and 
other securities. Total investments increased by 
12,725 million, while total loans declined by 
1335 million. Government securities alone rose by 
33 per cent during this year, and at the middle of 
1934 constituted more than one-third of the total 
earning assets of the member banks, as compared 
with 28 per cent a year earlier and II per cent in 
1929. From June 30th, 1933, to June 30th, 
1934, the gross United States Government debt 
increased from 122,539 to l27,053 million - i.e., 
by l4,500 million ; it is apparent that half of this 
increase was absorbed by member banks. At the 
end of June 1934, the latter held over one-third of 
the gross amount of all United States Government 
securities outstanding. 

The rise of 1475 million in securities other than 
Government bonds is entirely due to purchases 
of Government-guaranteed obligations issued by 
various State agencies. All classes of customers' 
loans were lower in June 1934 than in June 1933 ; 
the decline was most marked for security loans ; 
" all other " loans, which include the bulk of 
genuine short-term commercial credits extended by 

I The IJ"eatel" part of tbe reduction, however, ia due to tb• fact that "gold coin in circulation" il excluded from 
H ~ ill circulation" in tbe figure for Jane 1934. The amount ia estimated at $287 million. But a corresponding 
6gare • alto escladed from " monetary 1old ltocb ", 10 tbe preaeot c:alculation ia oot affected by the excl01ion. 
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Table 5· - MEMBER BANKS LOANS AND INVESTMENTS BY CLASSES, jUNE 30TH, 1933, 

AND jUNE 30TH, lCJ34• 

june 3oth, I June 30th, 
1933 1934 

Accounts 

• (ooo,ooo's) 

1. Tmalloans . . . . JZ,858 I3,j23 
(a) Loans to customers: 

(i) Security loans • 3.916 3.516 
(ii) Real estate loans. 2.372 2,357 

(iii) " All other "loan•. 5.049 4.931 
(b) Loans to banks , 330 153 
(c) Open market loans. 1,191 1,566 

2. Total investments. ' U,928 14,652 
(a) U.S. Government St·curi-

ties . . . . . 6,887 9·'37 
(b) Other securities. 5.041 s.s1s 

Tulcd loans atld i1wcstments . . 24,786 27,175 

the banks, dt.'dined by $100 million in the course 
of the year and constituted 18 per cent of the total 
earning assets of member banks in 1934, compared 
with over 21 per cent in 1933 and 331 per cent in 
1929. Loans to banks fell away by over 50 per 
cent, no doubt reflecting both the growing 
liquidity of banks and the increased importance of 
governmental institutions in supplying their credit 
requirements. Open-market loans, on the other 
hand, increased by $375 million, or over 30 per cent, 
during this year, and constituted nearly as high a 
proportion of total loans and investments in 1934 
as in 1929. The increase was chiefly due to loans 
to brokers, which rose from $788 to $1,o84 million 
-. i.e., by almoEt $300 million ; the rise was espe
cially marked during the second quarter of 1934· 
The banks also increased their purchases of 

Difference Percentage distribution 
(,f loans and investments 

I {ooo,ooo's) % October 4th, june )oth, Junt> 30th, 
1929 1933 193-t. 

- 335 -3 7J·9 5'·9 46.z 

- 400 -10 2l.6 15.8 "·9 - 15 - I 8.8 9·6 8.7 
- 118 -2 33·3 21.2 18. I 
- 177 -53 1.9 l.J o.6 
+ 375 +JI 6.J 4·8 s.8 

+•.7•4 +•J 27.1 48.1 53·9 

+•.•so +33 11.2 27.8 JJ.6 
+ 474 + 9 15·9 2U.J :zo.J 

+•.389 +w 100,0 100.0 100.0 

commercial paper in the open market, but their 
holdings of acceptances were reduced. 

It is not necessary to insist further upon the high 
degree of liquidity represented by the figures given 
in Table 5· At the end of June 1934, member 
banks' cash reserves plus Government securities 
constituted well over half their aggregate deposit 
liabilities (over So per cent of their sight deposit 
liabilities), and a substantial part of the remainder 
was represented by items with the Federal Reserve 
banks in course of collection, balances due from 
other banks, exchanges for clearing-house and 
similar readily realisable items. 

The movement of bank accounts since the end 
of June 1934 may be examined on the basis of 
Table 6, which shows the principal accounts of 
reporting member banks in 91 leading cities. 

Table 6.- REPORTING MEMBER BANKS IN LEADING CITIES ; PRINllPAL At:COUNTS. 

Total Loans Investments l>epusits 
loans and 

• (ooo,ooo's) invest~ On All other U.S. Govt. Other Net Tirne Govt. ments securities demand 

1934 : June 27th • . . . . 17.737 3.529 4.485 6.665 J,oss 12,504 4.501 1,J57 
July 25th . . 
August 29th . 

17.728 J,493 4.445 6,671 J,119 12.755 4.501 1,296 . . . 17.708 J,247 4.5H 6,627 J.279 12,926 4.510 l,ZO) 
September 26th . 17.789 iII U 4.7•3 6,631 J,J6S IJ,112 4.471 ),(J92 

October Jt•t • . 17,837 3,051 4.756 6.6J9 J,J91 IJ,476 4.474 851 

The increase in deposits continued during the 
third quarter of 1934 ; while aggregate loans 
and investments of reporting member banks 
remained substantially unchanged, marked varia
tions occurred in certain items. Particularly 
worthy of note are the increases in " all other 
loans ", amounting to Suo million in August and 
$16o million in September. The amounts are not 
large, but these represent almost the first reversal 
in the uniformly downward trend of this item 
(which represents the bulk of the banks' commercial 

credit outstanding) since the beginning of the 
depression. The increase is largely due to the 
higher prices of farm crops. Loans on securities, 
on the other hand, fell by $450 during this quarter. 
The steady increase in Government securities which 
had characterised the preceding period was stopped, 
but the banks added substantially to their holdings 
of other securities. At the end of August, excess 
cash reserves reached the record figure of 
$1,900 million ; but, as a result of the seasonal 
increase in the demand for currency and an increase 
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in tht' "·olume of Govenunent deposits with the 
Rl'St'n-e banks, they fell to $1.750 million during 
September. 

In spite of the large increase in commercial bank 
deposits which occurred during the second half of 
1933 and in 1934- a reflection chiefly of the excess 
of gowmmental e:o.:penditure o~-er receipts - the 
increa.<e in the volume of bank transactions was 
by no means in correspondence. This is shown 
in Table 7 below, which gives the monthly average 
of debits to individual accounts by six-monthly 
periods for qo cities, excluding New York City. 

Table 7·- B.\XK DEBITS TO INDIVIDUAL ACCOUNTS. 

I (ooo,ooo's) 

~foo.tbly a"~rage January· June July· December 

·~9 . . . . . . . . . . 26.72; 28,593 
1930 . . . . . . . . 2~,251 21,¢9 
1931 . . . . . . . . 19.]48 16,<}07 
19~ . . . . . . . . . 13.710 12,024 
1933 . . . . . . . . . ll,510 U,785 
1934 . . . . . . . . . 13,699 16,419 

Though average monthly debits touched their 
lowest point in the first half of 1933 (when they 
were 45 per cent lower than in 1929) and have 
risen somewhat since then, they still remain very 
low, particularly when regard is had to the fact 
that total deposits in the second half of 1934 were 
not much below the 1929 level. This is due, of 
course, to a fall in the velocity of circulation of 
bank deposits ; the trend of this index during 1934 
along with the movement of deposits in member 
banks is sho'o\'11 in Table 8. 

Table 8. - DEPOSITS IN MEMBER BANK~ AND 

THEIR VELOCITY OF CIRCULATION, 1934. 

Net demand Velocity of 
and time circulation of 

deposits in demand 
member banks deposits 

19.» 
Out· Out-

Sew side New side 
York New York New 
City York City York 

City City -- --
Jauuary. 

I (ooo,ooo's) 1919•1925= 100 
. . . . . 6348 17.<}00 S3 72 February • . . . . . 6.370 18.304 59 72 llan:b . . . . . . . . . 6.671 18,617 54 April • 72 . . . . . . . . 6.992 19.017 63 72 )J..y •• . . . . . . . . 7.001 19,362 51 72 June • . . . . . . . 7.168 19,530 53 73 July . . . . . . . . . . 7.236 19,837 '2 72 .August • . . . . . 7.252 20,058 48 68 September, . . . . . . . 7.300 20,315 H 66 (Jcu.bt-r. . . . . . . . 7·'109 ,20,625 41 63 :s.,.....,. b<:1'. . . . . . . 7-465 22,899 40 ~ r.o.c-t-. . . . . . . . 7-5•2 21,026 47 71 

It will be recalled that the rapid expansion of 
business activity in the United States in the spring 
and early summer of 1933 was financed less by .an 
expansion of bank credit ~han ~y a more ~ffectlve 
utilisation of existing credit - s.e., by an mcrease 
in the velocity of circulation of bank deposits. In 
July 1933, the indices of velocity stood at 75 for 
New York City and go for the rest of the. co"?ntry, 
as compared with 44 and 73 at the begmmng of 
the year. By the end of the year, the index of 
velocity outside New York City had fallen back to 
72, and it remained at that level until August ~934, 
when it fell to 68, the lowest figure recorded Since. 
The New York index also dropped to a low level 
in August. It is apparent, then, that the recent 
rise in bank deposits, brought about chiefly through 
the direct and indirect repercussions of govern
mental and Federal Reserve bank activity, has been 
partly compensated by a decline in the effective 
rate of use of private deposits, reflected in the 
low level and downward trend of the indices 
representing the velocity of circulation of demand 
deposits . 

It has already been shown in Table 4 above that 
the accumulation of large cash reserves in excess 
of legal reqnirements was accompanied by a 
contraction in member banks' borrowings from the 
Federal Reserve banks. At the end of October 
1934, excess reserves of member banks stood at 
$1,750 million and were nearly as high as legal 
reserves. The banks were practically free of debt to 
the Federal Reserve banks ; bills discounted stood 
at $II million, compared with $II5 million a year 
earlier and nearly $1,500 million at the height of 
the banking crisis in March 1933. The figure for 
bills discounted was the lowest reached since the 
first days of the Federal Reserve system. The 
commercial banks also repaid part of their 
borrowings from the Reconstruction Finance 
Corporation during this period. The outstanding 
loans of the latter to banks and trust companies, 
including receivers, liquidating agents and 
conservators, reached the high level of $719 million 
at the end of 1933 ; by the end of August 1934 
they had fallen to $595 million 1• Some of the 
liquidation of indebtedness may reflect the purchase 
by the Reconstruction Finance Corporation of 
preferred stock and capital notes of banks, which 
are not included in the above figures ; these aggre
gated $78o million at the last date mentioned. It 
would seem, however, that most of the banks 
which sold the R.F.C. their own capital obligations 
were out of debt ; this is indicated in the large 
amounts of preferred stock sold by New York 
banks. 

The increase in bank deposits and accumulation 
of large excess cash reserves could not fail to 
exercise a depressing effect on the interest and 

' The lJ4tl!r~te am,unt of Jc.a.,. diabuned b th R F C . . 
end of !iq>temb<:'l' 1934 ;. fl b8o mill" • total d.Yb e · · · to banlu from •ta establishment in February 1931 to the 

• JOD • Ia u....,menta for all purJ>OI<S exceeded fs,ooo million. 
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money rates, and these sank to very low lcvcb in 
1933 and 1934· The following table shows the 
movement of the principal money rates in New 
York in recent years. 

Table q. - MoNEY RATES IN NEw YoRK 

Per cent Jan. March July ]an. July 
per annum 1933 1933 1933 1934 1934 --

Federal Reserve 
Bank of New 
York red is-
count rate . 21 3l 21 2 ll 

Stock Exchange 
call loan•. I 3-32 1 I I 

Prime commer· 
cial paper, 4 
to6months. •l-11 ll-41 •l-It •l T-t 

Prime bankers" 
acceptances. 
90 days .• . l-1 ll-3~ 1-l l l-l 

Customers• rate 
on commercial 
loan!'. 4-12 ...~8 3·93 3·58 3·30 

Average yield 
on Treasury 
bills • . . . o.zr 2.20 o.35 0.66 0.07 

By the middle of 1933, money rates had fallen 
back to the low levels prevailing before the banking 
crisis, and during the next year their trend was, 
in spite of heavy Government borrowing, still 
further downward. 

Apart from the Gold Reserve Act and the Silver 
Purchase Act of 1934, the most important piece of 
legislation directly affecting commercial banking 
passed since the last issue of this volume is 
the amendment to the Federal Reserve Act of 
June 19th, 1934, authorising the Federal Reserve 
banks to supply working capital to industrial 
and commercial enterprises within prescribed 
limitations. The Federal Reserve banks may 
discount or buy from " any bank, trust company, 
mortgage company, credit corporation for industry, 
or other financing institute " obligations maturing 
within five years entered into for the above
mentioned purpose. The financing institution 
must itself advance at least 20 per cent of the 
working capital or must obligate itself for at least 
20 per cent of any loss suffered by the Federal 
Reserve Bank. In exceptional circumstances, the 
Federal Reserve banks may make direct working 
capital advances to established private industries. 
The aggregate amount of credit which may be 
outstanding at any time under these provisions is 
limited to the combined surplus of the Reserve 
banks as at July 1st, 1934 ($280 million), plus 
amounts paid to the banks by the Secretary of the 
Treasury for the purpose. At the· end of October 
1934, working capital loans outstanding amounted 
to S5 million. 

The Reconstruction Finance Corporation Act "Cas 
also amended to permit the Corporation to make 
direct loans to commercial and industrial businesses 
established before 1934 in cases where credit at 

prevailing bank rates is not otherwise available at 
banks. The loans may not be of more than five 
years" maturity; they must be adequately secured ; 
t~ey may be made either directly or in co-operation 
With banks ; the aggregate amount of loans to any 
one borrower is fi.xed at a maximum of Ssoo,ooo ; 
and the Corporation ·sloans of this type outstanding 
at any one time are not to exceed $300 million. 
The amount outstanding at the end of August 1934 -
was $275,000. 

As in previous editions of this Memorandum, the 
attached summary tables are based upon statistics 
published in the Annual Reports of the Comptroller 
of the Currency. The various State authorities do 
not impose uniform methods of classification of 
accounts upon the banks operating under their 
respective jurisdictions, and the addition of the 
reports of the various State institutions necessarily 
entails certain errors or discrepancies. For the 
first time, a uniform balance-sheet statement 
covering the great majority of the commercial banks 
in the United States has recently become available, 
and is reproduced below. The report is issued by 
the Chairman of the Federal Deposit Insurance 
Corporation and shows the situation, as at 
June 30th, 1934. of the 13,867 commercial banks 
which are members of the Federal Deposit Insurance 
Fund. These banks represent over go per cent of 
all licensed commercial banks in the United States. 

ASSETS. 

I (ooo,ooo's) 
Cash in vault • • 621.2 
Balances with 

Federal Re-
serve banks 
and in course 
of collection. 

Due from domes
tic banks. • • 

Due from foreign 
banks • • • • 

U. S. Govern
ment securities 

State and muni-
cipal securities 

Foreign securities 
Other securities . 
Stock in Federal 

Reserve banks. 
Loans and dis

counts . . . 
Guarantees and 

cover for ac~ 

ceptances •• 
Premises. • 
Other real estate 
Other assets • 

Total asset.• • 

4.335.1 

237-1 

10.295-7 

2.278.0 
334-0 

3.428.9 

146.0 

15.161.1 

261.8 
1.2o8.2 

424·3 
470.1 

43-373-1 

LIABILITJBS. 

I (ooo,ooo's) 

Capital stock, 
notes, deben
tures . 

Surplus • • 
Undivided pro-

fits • • • • 
Reserves . .. 
Demand deposits 
Time deposits. • 
U. S. and postal 

savings depo-
sits . . . 

Other public de-
posits • 

Due to domestic 
banks • • • 

Due to foreign 
banks • 

Restricted depo-
sits • . . 

Notes in circu-
lation . • 

Bills ~ ya ble and 
rediscounts. 

Acceptancf"s . • 
Other liabilities. 

3.310.!; 
1.959-0 

469.2 
491.4 

14.874·9 
II.940.6 

4-532.1 

155·9 

71-7 

72-3 
293·0 
316.s 

Total liabilities. 43,373.1 

As this balance-sheet is, in certain respects, more 
comprehensive than those which have hitherto been 
available, as well as being more complete with 
respect to number of banks, it is to be hoped that 
similar statements will be regularly publishro in 
the future. 



ISO 

UNITED STATES OF A~IERICA. COMMERCIAL BANKS 1 Table 1!6 (11) l. 

SUMMARY OF POSITION AT THE END OF JUNE: 

ACCOUNTS 
1929 1930 1931 1932 1933 

Number of : Banks . . . . . . . . . . . . . . . 23.972 22,759 20,817 18,067 13,829 
Rranches. - - - - -. . . . . . . . . . . . 

ASSETS. S (ooo,ooo's omitted) 

I. Cash. . . . . . . . . . . . . . . . . . . 3,910 4.133 4,124 3.307 3.270 . 
(a) Gold, silver and small coins ...... 71 71 9I 66 4 
(b) Inland notes and balances with Central 

J,8J9 4.062 J,24I J,266 Bank . . . . . 4,033 . . . . . . . . . . 
976 2. Other Items of a Cash Nature . . . . . . . . 1,68o 2,88o 1,941 1,097 

3· Bills discounted and bought - - - - -. . . . . . . . 
(a) Treasury bills - - - - -. . . . . . . . . . . . 
(b) Commercial bills, Inland. - - - - -. . . . . . . 
(c) Commercial bills, Foreign - - - - -. . . . . . 

13.679 13,518 4- Investments and Securities. . . . . . . . . . 13,191 13.~4 15,220 
(a) Government . . . . . . . . . . . . . 4.975 4.838 7,220 7.524 8,914 

(b) Other. . . . . . . . . . . . . . . . 8,2I6 8,856 8,000 6,155 4,604 

5- Participations - - - - -. . . . . . . . . . . . . . . 
2,886 6. Due from Banks (Correspondents). . . . . . 3.323 3.712 3.768 2,544 

(a) At home. - - - - -. . . . . . . . . . . . . . 
(b) Abroad - - - - -. . . . . . . . . . . . . . 

7· Loans and Advances. . . . . . . . . . . . 34.625 33.~5 28,398 21,356 16,002 
(a) On current account . - - - - -. . . . . . . . . 
(b) Other. - - - - -. . . . . . . . . . . . . . . 

8. Cover for Acceptances. . . . . . . . . . . 450 586 938 528 442 
9· Premises, etc. . . . . . . . . . . . . . . I,OOI 1,656 1,652 1,521 1,225 

IO. Sundry Assets . . . . . . . . . . . . . . . 1,796 1,847 1,655 1,110 1,016 
II. Total Assets . . . . . . . . . . . . . . . . 60,576 62,203 57,696 45,021 39,456 

LIABII.ITIES. 
12. Capital paid up. . . . . . . . . . . . . . . 3.735 3,829 3,618 3.274 2,869 
IJ. Reserve Funds . . . . . . . . . . . . . . . 4.034 4.403 4,229 3.644 . 2,744 
14- Profit-and-LossAccount, l.'ndivided Profit•, etc .• 936 986 833 555 497 :r:s. Notes in circulation . . . . . . . . . . . . 649 652 639 652 730 
16. Cheques and Drafts, etc., in circulation . . . . 837 1,614 1,083 566 653 
17. Due to Banks (Correspondents) . • • • . . . . 3,621 4·331 4.823 3,207 3,314 

(a) At home .•.•..•.•.. . . . . - - - - -
(b) Abroad . . . . . . . . . . . . . . - - - - -

I8. Deposits . . . . . . . . . . . . . . . . . . 42,g85 43.288 39.713 30,597 27,047 
(a) Current acconnts and sight deposits. . . 24,032 23,960 21,208 I6,322 I 5, 2 I 2 
(b) Savings accounts . . . • . . • . • . . . I 18,654 19,000 18,042 13,84,5 10,956 (c) Time or fixed deposits •.. . . . . . . I 
(d) Other deposits . . . . . . . . . . . . 299 328 463 430 879 

19. Rediscounts and other Borrowing5 . . . . . . 1,624 661 449 1,214 482 
' 20. Acceptances and Endorsements. . . . . . . 450 586 939 528 442 

21. Sundry Liabilities. • • . • • . . . . . . . . 1,705 1,853 1,370 784 678 
22. Total Liabilities. . . . . . . . . . . . . . 60,576 62,203 57,696 45,021 39,456 
23. Yalue of currency in Swiss francs at end of June . 

of each year . . • • . • . . . . • • . . • 5.18 s.x8 5-18 s.x8 4·23 

1 A- ol CIOmb'oed NpOr1ll ol : JiiaLioaal, State (Cclmmfrcial) and PriYate bankl, and l.aaD ud Truat Com ul•. p 
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UNITED STATES OF A.lUERICA.. NATIONAL BANKS Table 26 (a) n. 

ACCOUNTS 

Number of Banks . 

AssETS. 

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

Bank. . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . 
3· Bills discounted and bought. . . . . . . . . 

(a) Treasury bills. . • . . . . • . • . • . 
(b) Commercial bills, Inland. . . . . . . . 
(c) Commercial bills, Foreign ...... . 

4· Investments and Securities. . . . . . . . . . 
(a) Government . • . • • • . . . . . . . 
(b) Other . . . . . . , . . • . . . . . . 

5· Participation!.' . . . . . . . . , , . . • . . 
6. Due from Banks (Correspondents) . . . . . . . 

(a) At home. . . . . . . • . . . . . • . 
(b) Abroad . . . . . . . . . . . . . 

7• Loans and Advances. . . . . , . . . . 
(a) On current account . . . . . . • . . 
(b) Other . . . . . . . . . . . . . . . 

8. Cover for Acceptances. • . . . . . • . . . . 
9· Premises, etc. . . • • . . . . . . . . . 

10. Sundry Assets . . . . . . . . . . . . . . . 
II. Total Assets . . . . . • . . • . . . . . . 

LIABILITrEo;. 

12. Capital paid up. . . . . . . . . • . . . . 
13. Reserve Funds . . . . . . . . . . . . . . . 
14. Profit-and-Loss Account, Undivided Profits, etc. 
15. Notes in circulaton. • . . ....•••.. 
16. Cheques and Drafts, etc., in circulation . . . 
17. Due to Banks (Correspondents) . . . . . . . 

(a)Athome ....... ,. . .. 
(b) Abroad . . . . . . . , . . . .. 

18. Deposits . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposils .. j 
(b) Savings accounts •.•........ j 
(c) Time or fixed deposits ........ . 
(d) Other deposits • . . . . . . . . . . . 

19. Rediscounts and other Borrowings . . . . . . 
20. Acceptances and Endorsements. . . . . . . . 
21. Sundry Liabilities. . . . • . . . . . . • . . 
22. Total Liabilities. . • . . . . . • • • . . 
23. Value of currency in Swiss francs at end of june 

of each year. . . . . . . ·. . . : . . . 

SUMMARY OF POSITION AT THE END OF JUNE: 

· 6.656 
3,561 
J,095 

1,854 
1,777 

77 
14,8II 

1930 1931 1932 

6,805 6,150 

I (ooo,ooo's omitted) 

1,764 1,787 1,490 
49 53 39 

2,353 

1,734 
854 

2,354 

13,185 10,286 

1933 

1,7<>0 
2 

7.372 
S,IOO 

2,272 

8,120 

393 511 442 279 229 
748 788 796 76o . 642 
550 617 550 36o 379 

I-=27~,«~0-I-2-9-,-11~6-I·-2~7~,M~3-I-~2~2~~68~I-~2~0~,8~6~1~ 

1,627 
1,634 

488 
649 
373 

2,176 

8,J17 

228 

714 
393 
337 

27,«0 

s.xs 

19,851 
10,926 

8.753 

172 
229 
5II 
400 

29,116 

s.x8 

1,688 
1,687 

444 
639 
531 

2,746 

18,920 
10,106 

8,579 

235 
154 
443 
391 

27,M3 

5-18 

1,56g 
1,458 

303 
652 
241 

1,8oo 

15.419 
7·941 

7,265 

213 
507 
279 
140 

22,368 

s.x8 

1,516 
1,105 

236 
730 
244 

1.970 

6,217 

450 
n8 
229 
152 

20,861 



l32 

IDTIED STATES OF AMERICA.. NATIONAL BANKS Table 26 (6). 

SUMMARY OF PROFIT-AND-LOSS ACCOUNTS 
AND DISTRIBUTION OF PROFITS FOR 

THE YEARS ENDING JUNE 3n TH : 
ACCOUNTS 

1929 1930 1931 1932 

Number of Banks. . . . . . . . . . . . . . . . 7.536 7.252 6,8o5 6,150 

$ (ooo,ooo's omitted) 

Capital paid up. . . . . . . . . . . . . . . . . 1,627·4 1,744·0 1,687·7 
Reserve Funds • . . . . . . . . . . . . . . . . 1,479·0 1,591·3 1,493·9 

r. Gross Profits • . . . . . . . . . . . . . . 970.4 973.3 . 
To 6e rleducld. 

2. Expenses. • • . . . . . . . . . . . . . . . 497-2 513-4 
( 11) Salaries, etc. . . . . . . . . . . . . . 271.8 276.1 
(b) Other working expenses . . . . . . . . IS9·4 171.2 
(c) Taxes, etc. . . . . . . . . . • . . . 66.0 66.1 

3· Reserved for Pension Funds, etc. . . . . . . . - -
4- Amounts written off on (Depreciation Accounts). 171-4 213.6 

( 11) Premises, etc. . . . . . . . . . . . 25.1 28.8 
(b) Investments and securities. . . . . . . 13o.s 165.4 
(c) Other assets . . . . . . . . . . . . . 15.8 19-4 

S· Remaining Net Profit or Loss (-) . . . . . . 301.8 246.3 
6. Carried foiWard from preceding year. . . . . . - -
7· Taken from Reserves or Capital ..• . . . • - -
8. Total Amount disposed of for Dividends, etc.. . 301.8 246.3 

C). Dividends • . . . . . . . . . . . . . . . . 222.7 237·0 
ro. Carried to Reserves • . . . . . . . ; . . . 

: ~ u. Directors' Fees, etc .• . . . . . . . . . . . 79.1 9·3 
12. Carried foiWard to following year . . . . . . . 
13- Total as above . . . . . . . . . . . . . . . 301.8 246.3 

Lf. Value of currency in Swiss francs at end of June 
of each year. • • • • . . • • . . . . . . . s.zs 5.18 

Balance-sheet Summary. 

C nless otherwise indicated, the following notes 
refer to Table z6 (11) I, showing the combined 
accounts of national banks, State banks, trust 
companies and private banks. The figures for 
I 933 relate on I y to licensed banks. 

I. CIISIJ. 

The amounts shown in the Summary Table for 
grAd, silver and small coins are composed in the 
yean under review as follows : 

I (ooo,ooo's) 

Gold coin . . . . 
Gold certificates • • . 

Total (1 (a)) . 
Paper cunency , 
Cash not classified • • 
R...,rve with Federal 

Re!erve banks or 
reserve agents. . . 

Total (I {b)) • 
Grand total : 

(I (a)+{b)) . • . 

1929 --
25 
46 --
71 

444 
256 

3.739 

3.8J9 -
3.910 

894.6 

498·5 
275·6 
IsS.s 
64.1 
-

343·5 
18.4 

306 .• 
18.7 

52.6 
-

I58·7 

211.3 

2II.3 

-

211.3 

5.18 

1930 --
25 
46 --
71 

470 
274 

3.318 
4,o62 -
4.133 

1,569.0 
1,259·4 

787.9 

427.1 
239·2 
139·8 

48.1 
-

500-5 
17-7 

464.1 
18.7 

-139.7 
-

308.9 

169.2 

16g.2 

-

169.2 

5.18 

1931 193a -- --
23 23 
68 43 --
91 66 

564 $20 
I77 I36 

3.292 ~ 
~ 3·'4I -
4.124 3·307 

1933 

4.902 

1,517.2 
940.6 

689.4 

394·5 
204·5 
149-0 

41.0 
-
513-3 
~S-9 

474·6 
22.8 

-218.4 
-
317-5 

99.1 

99.1 

-

99.1 

4-23 

1933 

2 
2 

4 
461 
I34 

2.67J 

~ 

3.270 
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:z. Uther Items of a Cash Nature. 7· Lo<lns and AtivatceeS. 

T~e amounts shown under this heading in the The composition of this item is as follows : 
Summary Table consist of cheques on other banks 
and exchanges for the clearing house. 

3· Bills discounted anti bought. 

Discounts are included under " Loans and 
Advances " in group 7 of the Summary Table (see 
note to that group). 

4· Investments and Securities. 

The amounts shown in the Summary Table are 
composed as follows in the years under review : 

1 (ooo,ooo's) 1929 1930 1931 1932 193 
---- -- -- --Gov.,.,.,., (public) 

secwrilies : 

United States bonds J,744 3,616 5.471 s.83• 7.143 
State, county or 

municipal bonds . 1,231 1,222 1.749 1,692 1,771 

Total (4 (a}) . 4.975 4.832 7,220 7.524 8,914 
01/oer securities : 

Railroad and other 
public . service 
bonds . . 

Other bond•. stocks, 
1,907 2,069 2,490 2,075 1,642 

warrants, etc .. . 6,J09 6,787 5.510 4,080 2,¢2 -- -- -- -- --Total (4 (b)) . 8,216 8.8s6 8,000 6,155 4.004 
Grand total : - - - - -

(4 (aJ+(b)) . • . 13,191 13.694 15,220 13,679 13,518 

6. Due from Banks. 

Sums due from foreign correspondents are not 
shown separately in the official summary balance
sheets ; separate figures available for national 
banks for the end of June, 1929 and 1933, are 
shown below : 

I (ooo,ooo's) 1929 1933 

Items with Federal Reserve banks in . 

process of collection • . . . . 444 282 
Due from banks and trust companies 

in the United States • . . . 1.333 1,570 
Total due from banks at 

home (6 (a)) • . . . . 1,777 1,852 
Balances payable in dollars from 

foreign branches of American banks. I I 
Due from banks and bankers in 

foreign countries. • . . . 76 83 
Total due from banks abroad 

(6 (b)). . . • 77 84 

. Grand total. . . . . 1,854 1,9J6 

I (ooo,ooo's) 1929 1931 19J2 1933 -- -- ----
1. Commen:ial paper, etc., 

bonght in the open 
market •• . . . 2,729 1,057 6J8 497 

2. Overdrafts • . . 57 46 IS II 
3· Loans to banks • . . 372 369 489 316 
4- Loans secured by United 

States and other bonds 11,146 9.043 s.956 4.651 
5· Loans secured by real 

estate .• . . . . . 4.540 4.315 3.979 3.497 
Wllerrof: 

Farm land .• . • . . . z,855 440 495 375 
Other ral estate. . . . 2,684 3.875 3.484 J,I22 

6. All other loans. . .!ii!! ~ 10,279 7,030 

Grand total ( 1 to 6) • 34.625 28,J98 21,356 16,002 

Loans and discounts, as shown in the summary 
tables and above, include paper rediscounted at 
Federal Reserve banks and other institutions ; 
liability on account of rediscounts is shown 
separately in the note to group 19 below. 

9· Premises. 

The amounts shown in the Summary Table refer 
only to buildings, furniture, fixtures, etc., used in 
the business of the banks. Other real estate held 
by them is included under " Sundry Assets ". 

15. Notes in Circulation. 

This item shows the gross note circulation of the 
national banks. 

16. Cheques anti Drafts in Circulation. 

This item consists of certified cheques, cashiers' 
cheques, dividend cheques, cash letters of credit 
and travellers' cheques outstanding. 

17. Due to Banks (Correspondents). 

In the years under review, about tw~thirds of 
the amounts due to banks were reported by national 
banks. . 

No distinction is made in the official summary 
balance-sheets between sums due to banks at home 
and abroad. In a separate statement for national 
banks, however, the composition of this item in 
1929 and 1933 is shown as follows: 

I (ooo,ooo's) 1<)29 1033 

Due to Federal Reserve banks (de· 
ferred credits). . . . . . 37 26 

Due to other banks and tru!'t com-
panies in the United States. • 1.935 1,8]'6 

Due to banks in foreign countril'S • . 204 t-8 

Total . . . . . . . 2,176 1.970 
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IS. Ikposils. 

The composition of the amounts shown in the 
Summary Table in the years under review is as 
follows: 

1 (ooo,ooo's) 1929,1930 1931 1932 1933 

IDdividual deposits 18.565 14,249 1J,J64 21,281 20,955 
mbjecttocbeck • . 

Demand c:ertilicates of 409 402 J67 248 184 
deposits •• . . . . 

StatJe, COIUlty and mu- 1,873 1,912 1,849 1.538 1,27J 
Dicipal deposits • . 

Other demaDd depo- 469 6QI 427 287 391 
sits . . . . . . . -- -- -- ----

Total (a), sight 
deposits . l4,0J2 2J,Q6o 21,208 16,j22 IS,2I2 

Savings accoant depo-
sits . . . . . 14.045 13,859 12,714 9-700 7-457 

Time c:ertifica tes of 
deposit •• . . . . 3.o6J 3,0JO 2,881 2,o6Q 1,610 

1 (ooo,ooo's) 1929 1930 1931 1932 1933 
-- -- -- -- -

Other time deposit!! • 9o6 1,150 1,543 l,oo6 762 
Postal saving> deposits 89 139 261 647 170 
StatJe, county and mu· 
nici~l deposits • . 418 5"9 484 310 292 

Deposits of other 
banks . . . . . 133 313 100 53 65 ---- -- -Total (b), time 

18,654 18,043 13,845 10,956 deposits . 19,000 ---- -- -- --
United States deposits 281 246 444 421 852 
Unclassified deposits . 18 "82 19 9 27 

Total (c), other 
328 463 879 deposits . . 299 430 - - - - -Grand total • • 42,985 43,288 39.713 30,597 27.047 

I9. RedisC014ms and Othel- Borrowings • 

The amounts shown in the Summary Table 
include bills payable as well as rediscounts with 
the Federal Reserve and other banks . 

Summary of Profit-and-Loss Aeeonul.s. 

The attached summary table of profit-and-loss 
accounts refers to licensed national banks ; similar 
data with regard to State banks, trust companies 
and private banks are not published in the reports 
of the Comptroller of the Currency. 

I. Gross Profils. 

The composition of gross profits since 1929 has 
been as follows : 

1 (ooo,ooo's) 

:Set interest and dis
coant earned • • 

Exchange and c:ollec
tioa charges. • • • 

FORigrr exhange • • 
luar.ux:e and mal 

esta tJe loans • • 
T111St depal'tmellt • • 
Profita Oil liOCOrities 

IOid • • • • • • • 
Rec::ove&it:s Oil aaaets 

J>l"ionsiY writteu 
down • ........ 

Other eamings • • • 

Total •••• 

1929 1930 1931 1932 ,933 

18.1 •8-3 15.2 
12-4 '3·5 15.3 

0.9 0.9 0.7 
20.6 22.8 26.7 

35.6 
100.) 

31.6 35·3 
104.1 90·• 

973-3 894.6 

I~. I 

18.2 

0.6 
22-4 

14-1 
12.5 

21.5 

78.6 
66.3 

! 

4· Amoums written ofl. 
The composition of the amounts charged is given 

below: 

f (ooo,ooo's) 1929 1930 1931 1932 1933 -- -- -- -- --
Loans and discounts. • 86.~ 103.8 186.9 259-S 231.4 
Bonds, securities. etc .. 43-5 61.4 119-3 201.8 236.6 
Foreign exchange . . 0.2 o.z 0.2 2.8 (6.6) -- ---- --Total •• . . IJO.S 165.4 300-i ¢4,1 474·6 

The last item shown for 1933 represents the 
amount written off real estate. 

6. Ca"ied forward from Preceding Year. 
The amounts carried forward from preceding year 

are not shown separately in the official statistics. 

1· Taken from Reserves, etc. 
The amounts shown in the Summary Table are 

not given in the official statistics, but represent the 
difference between net profit or loss and dividends 
declared. 

10, II and 12. Carried to Reserves. Directors' 
Fees. Ca"ied forward to Following Year. 
The official statisticS give no indication of the 

disposal of the net profits in excess of the declared 
· dividends. 
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Introdnetory Note. 

The principal factors affecting the Argentine 
banking situation during 1933 were (I) the 
depreciation of the exchange and gradual freeing 
of transactions in foreign currencies, (2) the 
progressive release of foreign accounts hitherto 
blocked, and (3) the reduction in interest rates and 
internal conversion loans. 

From the beginning of I932 to the first months 
of 1933, the Argentine peso was pegged against the 
dollar at a level equivalent to a depreciation of 
about 40 per cent in relation to its gold parity. 
When the American currency weakened during 
the banking crisis of March I933 and during its 
subsequent depreciation, the Argentine Exchange 
Committee fixed the value of the peso at IS-47 paper 
pesos = IOO French francs- a rate still equivalent 
to a .Jo per cent depreciation below gold. This 
rate was maintained up to the end of November 
I933 ; but, as it was relatively high, the export 
surplus dwindled, the exchange market became 
tight, and funds blocked under the exchange 
restriction legislation continued to accumulate. 

At the end of November 1933, the official peg 
against the franc was reduced to a lower level 
- i.e., from a depreciation of 40 to one of so per 
cent. At the same time, a system of multiple 
exchange rates was introduced antl an increasing 
proportion of transactions came to be carried out 
at non-official rates, which were considerably below 
the official rates. The official market in exchange 
deals exclusively with exchange derived from 
exports ; the banks acquire this exchange from 
exporters at a price fixed from time to time by the 
Ministry of Finance and put it at the disposal of 
the Exchange Committee, which has charge of its 
sale. Government requirements constitute a first 
charge against this exchange ; the remainder is 
auctioned each day and sold to the highest bidders. 
The profit made in the official sale of exchange is 
used in part to compensate the Government for the 
increased cost of the service of debt held abroad, 
and in part to finance the operations of the Grain 
Regulation Board. The latter body was set up in 
November I933 to buy grain from farmers at certain 
fixed basic prices and market them abroad at world 
prices ; the loss was to be covered out of exchange 
profits. In fact, as a result chiefly of the American 
drought, the Board did not make losses on its 
operations, and the whole of the exchange profits 
were available for other purposes. Since January 
1934, the official buying rate has been based on the 
pound sterling at IS paper pesos to the pound. 

The free market consists in exchange derived 
from the export of certain goods not previously 
exported and from all sources other than exports 

- e.g., investments of foreign capital, return flow 
of Argentine capital, etc. Competition for this 
exchange is completely free ; at the middle of I934, 
the free rate represented a depreciation against 
gold of 6s per cent, while the official rate was so 
per cent below the old gold parity. 

The first steps towards the relea~e of blocked 
balances in the Argentine were taken in October 
I933 in the form of a trade Convention signed with 
the United Kingdom. The arrangement consisted, 
in effect, of the funding of blocked accounts through 
the issue of a twenty-yea~: 4 per cent sterling loan ; 
the rate of conversion of peso balances into sterling 
was fixed at 43d. to the gold peso. British holders 
of blocked accounts subscribed to this loan to the 
extent of £13.s million (about I7S million paper 
pesos). Some months later, similar arrangements 
were entered into with American and continental 
European holders of frozen Argentine exchange. 
These loans amounted, along with an extension of 
the sterling loan, to a further ISO million pesos. 

In consequence of these measures, the Govern
ment carne into possession of substantial fund~. 
which it deposited with the Banco de la Nadon 
Argentina. The other banks accordingly lost cash 
to it, and the Banco de Ia Naci 'n in tum retired 
rediscounts effected at the Caja de Conversion in 
I931 and 1932. Consequently, there was a decline 
in the amount of cash held within the banking 
system; in the course of 1933, banks' cash reserves 
fell by I2S million pesos, while their rediscounts 
declined by 100 millions. This decline in cash 
reserves, which was concentrated in the second· 
half of the year, did not result in any contraction 
of bank credit. On the contrary, the contraction 
of credit, which had reduced total loans by over 
soo million pesos between the end of 1930 and the 
middle of I933, came to an end in the second half 
of the latter year. when total loans were increased 
by over 2S million pesos ; in the first two months 
of I934, they rose by a further 25 million pesos. 
The reduction in rediscounts greatly improved the 
banks' liquidity, and the freeing of exchange 
market and rising of the rate on foreign currencies 
stimulated foreign trade activity. 

As a result, in part, of the initiative taken by 
the Government, the bank agreed upon a uniform 
reduction in loan and interest rates in September 
I933· New loan business was undertaken at rates 
ranging from Sl to 6l per cent, representing a 
reduction of 2 per cent below rates previously 
prevailing, and the rate of interest allowed on 
savings bank deposits was reduced to 2}-31 per 
cent. No limit was fixed to the interest which 
might be paid by banks on time deposits. 



\'en• ,..-.on after these rate reductions went into 
effect: the Government announced its intention 
of converting the entire issue of 6 per cent and 
51 pe.r cent internal debt bonds, amounting to 
1 .6oo million pesos, on a 5 per cent basis. The 
!\ational Mortgage Bank bonds were also converted 
at the same time. Part of the funds derived from 
the blocked account loans were used to repay the 
small minority of bondholders who applied for cash 
rather than accept the conversion loan. 

Currency in the hands of the public remained 
substantially unchanged during 1933 ; the aggregate 
note issue of the Caja de Conversion fell (as a result 
of the retirement of rediscounts mentioned above) 
fromi, 389 to 1,214 millioD pesos. The visible gold 
stocks of the Caja de Conversion fell from 584 to 
561 million gold pesos, and the gold reserve ratio 
went up from 43.6 to 46.2 per cent. The 
reduction in the gold reserves of the Caja was 
due to shipments of gold made to London after the 
further depreciation of the peso in November 1933. 

In 1933. bank clearings were 1,150 million pesos, 
or almost 4 per cent lower than in 1932 (more than 
-tO per cent lower than in 1929) ; but the quarterly 
figures, particularly for the Federal Capital, show 

signs of improvement - or at least diminishing 
aggravation - towards the end of the year. 

First Second Third Fourth 
Pesos (ooo,ooo's) quara quar· quar- quar· Year 

ter ter ter ter 
-- -- ---- --

. 11932 6.637 6.357 6,011 5.803 24,808 
Federal Cap1tal.' 

1933 5.741 6,034 5.69o 6,983 24,448 
~~ changt -IJ·S - j.I - 5·3 +.oo.J - I.j 

Interior • 11932 I,Jo6 1.291 1,187 I,Il9 4.903 . . 
• 1933 l,o89 1,042 994 996 4,121 

% tha"ge -I6.6 -I9.J -I6.J -zr.o -IS-9 

As in the previous edition, the attached 
Summary Table is based upon statistics published 
in the Economic Review of the Banco de Ia Nadon 
Argentina, and includes that bank as well as the 
ordinary joint-stock banks. Double counting as 
between the various banks has, as far as possible, 
been eliminated. The figures are not identical with 
those previously given, as a new series published 
in the April-June 1934 number of the Economic 
Review includes three important establishments not 
previously taken into account. The attached 
figures are fully representative and are comparable 
over the whole period covered. 

Balanee-sheet Summary. 

I. CllSII. 
The amounts shown under (a) consist entirely 

of gold. Those shown under (b) consist of notes 
held by the Banco de Ia Nadon and the ordinary 
banks and clearing-house balances held by the 
ordinary banks to the following amounts : 

. 
P<sos (ooo,ooo's) 1929 1930 1931 1932 1933 ------ -- --

:Sotes •• . . . . . . 292 318 383 552 376 
BaDCO de Ia :Saci6o . !97) (92) (114) (166) (no) 
Ordinary banks • . . h95) 

Clearing-bouoe balaDCeS 
(226) (269) (386) (266) 

ofordinarybanks • . 84 127 124 86 135 
Total -- 1635 . . . . 376 445 507 511 

The amounts shown as clearing-house balances 
are held with the Banco de Ia Naci6n, which acts 
as clearing-house. They are included by that bank 
as part of its own cash reserves in its published 
balance-sheet. To avoid double counting, however, 
they are not shown as part of the cash holdings of 
the Banco de Ia Naci6n in the present group and 
are likewbe excluded from its deposit liabilities in 
group 17. 

2. Other Items of a CllSit Nature. 
"The amounts shown under this heading consist 

of ~ight deposits held by the ordinary banks in 
banks other than the Banco de Ia Naci6n. 

3· BiUs discounted and bought. 
The sums shown in the Summary Table consist 

of bills discounted for the public. They do not 
include the Banco de Ia Naci6n's rediscounts for 
the ordinary banks, which are given outside the 
balance-sheet (see note to group 22 below). The 
amounts discounted by the Banco de Ia Nad6n and 
by the ordinary banks are shown below : 

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 -- -- ---- --
Banco de Ia N aci6n . . 681 683 675 633 569 
Ordinary banks • . I,OOJ 1,016 1,035 925 872 

Total . . . 1,684 1.699 1,710 1,558 1,441 

6 and 16. Due from and to Banks (Coffespondent 
Accounts). 

The basic statistics show only the net balance 
of sums due to or from foreign banks at the end 
of each year. 

Pesoo (ooo,ooo's) 1929 1930 1931 1932 1933 -- -- -- ----
Banco de Ia Naci6n . . +ss +7• 0 +10 +u 
Ordinary banks • . . +37 -97 -46 -37 +10 

Total --. . +92 -•5 -46 -•7 + .. 

Sight balances of banks with other domestic 
banks are included in group 2 (see note to that 
group). 
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ARGENTINE. COMMERCIAL BANKS Table 27 (a). 

SUMMARY OF POSITION AT THE END OF: 

ACCOUNTS 

1929 1930 1931 1932 1933 

Number of Banks. . . . . . . . . . . . . . . . 26 26 26 26 26 

AssETs. Pesos (ooo,ooo's omitted) 
I. Cash . . . . . . . . . . . . . . . . 470 467 514 643 516 

(a) Gold, silver and small coins . . . . . . 94 22 7 5 5 
(b) Inland notes and balances with· Central 

Bank . . . . . . . . . . . . . . 376 445 507 638 sn 
2. Other Items of a Cash Natuxe . . . . . . . . 93 I36 77 I21 136 
3·. Bills discounted and bought .. . . . . . . . 1,684 1,699 I,710 1,558 1,441 

(a) Treasury bills . . . . . . . . . . . - - - - -
(b) Commercial bills, Inland . . . . . • . - - - - -
(c) Commercial bills, Foreign . . . . . . . - - - - -

4· Investments and Securities . . . . • . . . . . 2II 242 271 262 242 
(a) Government • . . . . . . . . . . . - - - - -
(b) Other . . . . . . . . . . . . . . . . - - - - -

5· Participations . . . . . . . . . . . . . . . - - - - -
6. Due from Banks (Correspondents) . . . . . • 92 - - - 22 

(a) At home ..•... . . . . . . . . . - - - - -
(b) Abroad . . . . . . . . . . . . . . . 92 - - - 22 

7· Loans and Advances. . . . . . . • . . . . . 2,032 2,220 2,014 Io9J3 2,030 
(a) On current account • . . . . . . . . . - - - - -
(b) Other . . . . . . . . . . . . . . . . - - - - -

8. Cover for Acceptances . . . . . . . . . . . - - - - -
9· Premises, etc . . . . . . . . . . • . . . . - - - - -

10. Sundry Assets . . . . . . . . . . . . . . . - - - - -
II. Total Assets . . . . . . . . . . . . . . . . 4,58l 4,764 4,586 4,517 4,387 

LIABIUTIES. 
I2. Capital paid up . . . . . . . . . . . . . . 522 537 554 557 • 
I3. Reserve Funds . . . . . . . . . . . . . . . 169 174 I76 178 . 
I4- Profit-and-Loss Accounts, Dividend Accounts, etc. 2 2 3 3 . 
IS. Cheques and Drafts, etc., in circulation . . . - - - - -. 
I6. Due to Banks (Correspondents) • . . . . . . . - 25 46 27 -

(a) At home . . . . - - - - -. . . . . . . . . . 
(b) Abroad . . . . . . . . . . . . . . . - 25 46 27 -

I7. Deposits . . . . . . • . . . . . . • . . . . 3.945 4,029 3.555 3.554 3.512 
(a) Current accounts and sight deposits. . . 1,218 1,263 1,009 1,112 1,216 
(b) Savings accounts ••. . . . . . . . . 1,771 1,713 1,648 1,570 1,533 
(c) Time or fixed deposits . . . . . . . . . 710 795 667 654 537 
(d) Other deposits . . . . . . . . . . . . 246 258 231 218 226 

IS. Rediscounts . . . . . . . . . . . . . . . . - - 359 295 207 
I9. Acceptances and Endorsements - - - - -. . . . . . 
20. Sundry Liabilities .. - - - - -. . . . . . . . . . . . 
2I. Total Liabilities . . . . . . . . . . . . . . 4,884 4,767 4,693 4,614 

22. Other Borrowings . . . . .. . . . . • . . 404 379 524 490 480 
23. Value of currency in Swiss francs at the end of 

each year . . . . . . . . . . . . . . . . 2.10 1.71 1.30 1.09 1.07 
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7· I.NU .... A.ttWRUS. 
'llle statistics published in the Economic Review 

do not distinguish between advances on current 
KCGUDt and others. The following details are 
available fOI" the years under review : 

l'lsos (ooo,ooo's) 1929 lqJO 1931 1932 1933 
-- --

!.mas . . . . . . 1.oss 1,072 748 65o 645 
BoDco de Ia Na· 

ciilll . . . . . (143) (ro8) (126) (130) (140) 
OnliDary t.Db . (915) (964) (622) (s>o) (5o5) 

Aduaces ... Govun· 
-t~. . s•s 657 69• 673 686 
BoDco de Ia Na· 

ci6a . . . . (197) (265) (247) (l48) (259) 
OnliDary banks (331) (39l) (444) (425) (427) 

Otbel" loaDs aDd ad-- . . . . 446 491 575 610 699 
BoDco de Ia Na-

ci6n - . (¢) (103) (uo) (146) (205) 
OrdiDary banks (350) (388) (455) (41\4) (494) ---- -- --Total loaDs aDd ad· 
vu>as . . . :!,OJ! 
BIDco de Ia Na-

.!,.!.!0 2,014 I ,933 2,0JO 

.. 
(436) (476) (493) (524) (lXJ4) ClOD . . . . 

OrdiDary banks • (1,596) (1,744) (1,521) (1,409) ( l ,426) 

:n and zr. Toltll Assets t~nd Lit~bilities. 

These accounts are incomplete and they do not 
balance. 

12 and IJ. Ct~pitfll tiM Reserve Funds. 

Figures for 1933 are not available. 

17- Deposits. 
'llle division of the various accounts among the 

Banco de Ia Nacion and the ordinary banks in the 
years Ullder review is shown at the top of the 
opposite column. 

18. Rdiscou'llls. 

'llle amounts shown under this heading in 
the Summary Table represent rediscounts of 
c:ommercial paper which the Banco de Ia Nacion 
effected with the Caja de Conversion. 

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 . 
-- ------

Current accounts. 1,218 1,263 1,00<) 1,112 1,216 

Banco de Ia Na-
ci6n . (448) (452) (JlO) (363) (440) 

Ordinary banks (77o) (8ll) (689) (749) (776) 

Savings deposits • 1,771 1,713 1,648 1,570 1,533 
Banco de Ia Na· 

ci6n (956) (88J) (847) (8os) (801) 

Ordinary banks (815) (831) (So•) (765) (732) 

Tiiue deposits • 710 795 667 654 537 
Banco de Ia Na-

ci6n (53) (78) (57) (134) (94) 
Ordinary banks (657) (717) (610) (520) (443) 

Other deposits • 246 258 231 218 226 

Banco de Ia Na-
ci6n .. (ll2) (Ill} (103) (102) ( 10<>) 

Or.tinary banks (132) (147) (128) {ll6) ( !21i) 
------ ----

Total deposits • 3-945 4.0"29 3.555 3-554 3.512 
Banco de Ia Na-

ci6n • (• .5r19) (1.52.1) (1,327) (I ,4<'4) (1 ,435) 
Onlina ry banks • (2.376) (2,506) (2,228) (2,150) (2,<>77) 

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

22. Other BomnJJings. 

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

Pesos (ooo,ooo's) 1929 IC)JO 1931 lf)JZ JfJJ3 -- -- - -- --
Re<liscounts of commer-

cial paper 0 ••• 138 '35 252 287 2(>7 

Borrowings against Go-
vcrnment securities 266 244 272 203 213 

·-- 379/---s;;-Total 404 490 480 
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BOLIVIA. 1 

Introduetory Note. 

As the Central Bank of Bolivia (Banco Central) 
transacts a large part of its business with the general 
public, it has been included - as in the last edition 
of this Memorandum - in the attached Summary 
Table. Separate figures for the two purely 
commercial banks are, however, given for 1931-
1933. In the years 1929-1931, the main activity 
of the Central Bank was in the nature of ordinary 
commercial banking ; its transactions with the 
two other banks on the one hand, and with the 
Government on the other, were relatively 
unimportant. After a sharp deflation of credit 
and currency in 1929-1931, however, there followed 
a period of Government inflation, in the course of 
which the character of the Central Bank rapidly 
changed. Already in 1931 the Government covered 
a budgetary deficit by borrowing at the Central 
Bank ; this, however, was insignificant in compari
son with the volume of Government borrowing after 
the outbreak of hostilities with Paraguay at the 
end of July 1932. The Government debt to the 
Central Bank (mainly in Trea-;ury bonds), included 
under Investments and Securities in the Summary 
Table, rose from 8.7 million bolivianos at the end 
of 1931 to I19.3 millions at the end of 1933. (The 
total assets of the Bank amounted to 6H.8 millions 
at the former and to 160.2 at the latter date.) As 
a result, the volume of notes in circulation rose 
during the same period from 27 million to 53.8 
million bolivianos. By the end of June 1934, the 
note circulation had increased further to 64 million 
bolivianos. 

The considerable increase in aggregate deposits 
which the Summary Table shows for 1932 was 
almost entirely due to Government deposits at the 
Central Bank, which rose from 3.6 million bolivianos 
at the end of 1931 to 26.6 millions at the end of 
1932, representing merely a temporary accumula
tion of the proceeds of the above-mentioned 
borrowings. The total deposits held by the two 
commercial banks proper (the Banco Nacional and 
the Banco Mercantil) actually declined (from 26.6 
to 24.3 million bolivianos) in 1932. In 1933, on 
the other hand, the disbursement of the sums 
borrowed by the Government led to a sharp decline 
(from 26.6 to about 7 million bolivianos) in the 
deposit liabilities of the Central Bank to the 
Government, accompanied by an equally marked 
increase in the Bank's liabilities on account of notes 
outstanding. The funds thus placed into circula
tion led to a sudden expansion in the volume of 
deposits held by the other two banks, which rose 
from 24.3 million bolivianos at the end of 1932 to 

40.2 million at the end of 1933. This increase 
took place mainly in the category of current 
account and sight deposits, which, at the end of 
1933, accounted for 74 per cent of the total deposits 
of the three banks combined, as compared with 
54 per cent at the end of 1931. At the same time, 
owing to the severe depression of business, loans 
and discounts to the general public continued to 
decline. In consequence, the cash reserves of the 
two commercial banks attained an exceptionally 
high level ; their total cash holdings (including 
sight balances with the Central Bank) rose from 
6.3 million bolivianos at the end of 1931 to 30.4 
millions at the end of 1933. or from 9 per cent of 
their total assets at the former date to 36.1 per 
cent at the latter. 

The sharp decline in sums due from banks 
abroad- i.e., item 6 (b) of the Summary Table
which will be seen to have taken place in 1933, is in 
part directly related to the Government imports 
in connection with the war with Paraguay. Thus, 
a Decree of December 29th, 1932, provided for the 
compulsory delivery of foreign assets to the value 
of about 7 million bolivianos by the three banks to 
the Government. 

After the suspension of the gold standard by the 
United Kingdom in September 1931, the converti
bility of the notes of the Central Bank of Bolivia 
was suspended, and the currency linked to sterling 
at the par rate of 13.3 bolivianos to the pound. 
Early in 1932, however, this official rate was raised 
to 15 to the pound. A Decree of May 25th, 1932, 
laid down a scale according to which the exchange 
value of the boliviano was to vary with the price 
of tin (Bolivia's chief export product) as quoted 
on the London market ; every fall in the sterling 
price of tin was to be accompanied by a lowering 
of the exchange value of the boliviano and, 
conversely, every rise of the price of tin by an 
appreciation of the bolivian currency in relation 
to sterling. For some time the official exchange 
value of the boliviano thus fluctuated, according 
to the scale established in May' 1932, around a 
rate of 17 bolivianos to the pound sterling. When, 
however, in the latter part of 1932, the London price 
of tin began to rise, the scale was in practice 
abandoned and the sterling rate fixed at 17 boli
vianos to the pound. In February 1933. the official 
rate was raised to 20 bolivianos to the pound. 

Exchange restrictions were introduced after the 
suspension of the gold standard at the end of 
September 1931. A monopoly of all foreign 
exchange transactions was given to the Central 

' As it was not possible, for reaaons of space, to give a full account of recent banking developments in Bolnia 
in the last edition of this volume, the present chapter coven the entire period 1<)29·1933· 
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SUMMARY OF POSITION AT THE END OF: 

ACCOUNTS 

1929 1930 1931 1932 1933 1931 1932 I933 

Number of Banks .. 3 

AssETS. 

1. Cash. . . . . . . . . . . . . . . . • . . . 20.9 
(a) Gold, silver and small coins. . . . . . . I s.o 
(b) Inland notes and balances with Central 

Bank . . • . . • . . . . . . . . . 5·9 
2. Other Items of a Cash Nature. . . . . . . . -
J. Bills discounted and bought. . . . . . . . . 22.2 

(a) Treasurybills · · · · · · · · · · -i I6. 7 (b) Commercial bills, Inland. . . . . . . 1 
(c) Commercial bills, Foreign . . . . . .. ·j 5. 5 

4- Investments and Securities. . . . . . . 19.I 
(a) Government . . . . . . . . . . -
(b) Others. . . . . . . . . . . . . . . -

5· Participations . . . . . . . . . . . . . . . -
6. Due from Banks (Correspondents). . . . . . . 47 .o 

(a) At home. . . . . . . . . . . . . . . -
(b) Abroad . . . . . . . . . . . 47.0 

7· Loans and Advances. . . . . . . 47.1 
(a) On current account . . . . . . . . 26. I 
(b) Other . . . . . . . . . . . . . . . . 2I.o 

8. Cover for Acceptances . . . . . . . . . . . 0.5 
9- Premises, etc.. . . . . . . . . . . . . . . 6.4 

10. Sundry Assets . . . . . . . . . . . . . 4.8 
II. Total Assets . . . . . . . . . . . . . . . . 168.0 

LIABILITIES. 
12. Capital paid up . . . . . . . . . . . . . . 
1J. Reserve Funds . . . . . . . . . . . . . . 
14- Profit-and-Loss Accounts, Undivided profits, etc. 
15. Notes in Circulation . . . . . . . . . . . . . 
16. Cheques and drafts in Circulation . . . . . . . 
17. Due to Banks (Correspondents) . . . . . . . . 

(a) At home. • . . . . . . . . . . . 
(b) Abroad . . . . . . . . . . . . . . 

18. Deposits • . . . • . . . . . . . . . . . . . 
(a) Current accounts and sight deposits . . 
(b) Savings accounts • . . . . . . . . . 
(c) Time or fixed deposits . . . . . . 
(d) Other deposits . . . . . . . . . . 

45·6 
20.3 
3·1 

43·0 
1.7 
5·7 
5-7 

45·3 
26.3 

4·8 
I2.9 

I.3 
19- Rediscounts and Other Borrowings ..... . 
20. Acceptances and endorsements . . . . . . . . 0.5 
2L Sundry Liabilities. . . . . . . . . . . . . 2.8 

3 3 3 3 2 2 

Bolivianos (ooo,ooo's omitted) 

II.1 
8 .• 

14-4 38.6 
9.2 I I.8 

6.3 • 6.9 
3·6 I. 7 

I.2 

20.1 
I8.2 

1.9 
22.5 

20.J 

I6.3 

4·0 
28.3 

22.8 

5.2 26.8 

12.0 13-9 

II.7 9-5 

O.J 4·4 
85.1 136.3 

29-5 
2.5 

II-4 

3·5 

39.6 
46.0 
22.I 
23-9 

22.8 27.0 4·8 3-5 
41.0 41.8 38.2 27-7 
2o.s I6.5 I3.6 I5.7 
20.5 25.3 24.6 I 2.0 

o.s 
6.6 
s.6 

0.5 0.2 0.2 o.s 
6.2 7.1 7-I 3.2 
5·5 4·7 5·4 2.0 

149.8 135.7 194.8 244.5 69.6 
-- --~---~If-...:...... 

46·5 46·5 
21.3 19-7 
3-2 2.7 

32.2 27-0 
5.6 0.1 
0.9 2.1 
0.9 2.I 

38.0 35-0 
20.7 I9.2 

4·I 3·9 
n.o Io.8 

I,2 I.I 

o.s o.s 
1.6 2.1 

47·3 
20.1 
4-5 

37·7 

S-4 
4-5 
0.9 

60.2 
48.6 

3·4 
7·3 
0.9 

48·3 
19-7 
3·7 

53·8 

25-7 
21.6 

4·1 
64·9 
47-9 

3-5 
u.s 

I.O 

0.2 
28.2 

22-7 
13-5 

2.0 
0.4 

0.3 
0.3 

26.3 
II.7 

3·8 
10.8 

2.7 
o.s 
1.2 

7·3 

10.5 

6.6 
2.5 
4-I 

28.3 
II.9 
16.4 
0.2 
4·1 
1.2 

65.1 

23-5 
13.8 
2.6 
0.1 

o.g 
23.8 
13.2 

3·3 
7·3 

0.2 
0.2 

22. Total Liabilities. . . . . . . . . . . . . . • 168.0 149.8 135.7 
1--

0.2 
19-4 

194.8 244.5 69.6 65.1 

2 

26.8 

u.S 

2.6 

2.6 
26.0 

9-6 
I6.4 
0.2 
4-4 
2.2 

84.3 

24-5 
12.8 

x.s 

0.3 
0. I 

0.2 
39·8 
23.8 

3·5 
12.4 

O.I 

0.2 
5-2 

84.3 
2J. Value of currency in Swiss francs at end of 

each year . . . . . . . . . . . • . . . • 1.85 1.82 1.30 0.95 o.84 1.30 0.95 o.84 
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Bank. An Exchange Control Board was formed 
in May I932. A ,Decree of May 25th, I932, 
required exporters to deliver the whole proceeds of 
their sales abroad to the Central Bank, deducting 
{with the permission of the Board in each case) only 
the necessary expenditure paid in foreign curr.ency. 
For all export products except tin, the amount to 
be delivered to the Central Bank at the official rate 
of exchange was fixed at 65 per cent in November 
I932 and was reduced to IS to 25 per cent in 
February I933· In the case of tin, that percentage 

was fixed at 62 per cent in January I934· The 
rationing of the available exchange to importers 
has become progressively more stringent, as the 
Government has claimed a steadily increasing share 
of the foreign exchange received by the Central 
Bank. Accordingly, the open-market rate of 
exchange has steadily risen ; in the first part of 
I934 it moved around 50 bolivianos to the pound 
sterling, as compared with the official quotation of 
20 bolivianos to the pound. 

Balance-sheet S~mary. 

I. Cash. 

The composition of this item in I933 was as 
follows : 

Bolivianos (ooo,ooo's) 
Banco Other Total Central banks 

Gold. . . . . . . . . . . 7·9 3·6 u.s 
Silver and nickel. . . . 0.3 - O.J 

Total (a). . 8.:> 3·6 11.8 

Notes of the Banco Central • - 2.S 2.S 
Deposits with Banco Central. - 24·3 24·3 

Total (b) 
. 26.8 26.8 . - -

3· Bills discounted and bought. 
The balance-sheets of the banks do not give 

Government paper separately from commercial 
paper ; the classification of domestic bills is shown 
below: 

Bolivianos (ooo,ooo's) 1929 1930 1931 1932 1933 
-- -- -- --

Bills discounted • , . . . - u.S IJ.8 5-4 4·7 H 
Bills overdue, . . . . . . 1.4 ••• 6.2 3·9 3-2 
Due bills at sight. . . . 0.2 0.2 0.4 0.4 0.2 
Bills in process of collection 1-3 2.8 I 4-3 2.7 2.7 
Bilb in liquidation • . . 1.0 1.2 

~~16.3 -- --
Total. . . . . • 16.7 II-7 9·S 

• Excluding rediscounts at the Banco Central. 

6. D~ from Banks (Co"espondents). 
Amounts due from domestic banks are not 

shown separately in the balance-sheets, except for 
the Banco Mercantil in I932. Deposits maintained 
with the Banco Central and other institutions 
are shown in the note to group I above. 

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

IS. Notes in Circulation. 
The Banco Central has a legal monopoly of 

note circulation ; but the Associated Banks were 
permitted to maintain small amounts in circ~tion 

• until the end of I932. The sums shown m the 

Summary Table consist of net circulation - i.e., 
they exc)ude the banks' holdings of their own notes. 
They include, however, the portion of the note 
issues of the Banco Central held by the Associated 
Banks. The division of the note circulation among 
the Banco Central and the other banks, and the 
latter's holdings of Banco Central notes are shown 
below: 

Bolivianos (ooo,ooo"s) 1929 1930 19]1 1932 1933 -- -- -- --
Note circulation of : 

Banco Central • . . . 42-S 31.8 26.6 37·6 S3·8 
Associated Banks. . . o.s 0.4 0.4 0.1 --- -- --Total net circulation 43-0 32.2 27.0 37·7 S3·8 

Notes of Banco Central held 
by Associated Banks • . o.g 0.3 0.7 0.7 2.S -- -- ----

Net circulation in hands of 
. public . . . . . . . . 42.1 31-9 26.3 37-0 Sl-3 

I7. D~ to Banks (Correspondents). 
Mainly balances of associated banks with the 

Banco Central. 

IS. Deposits.· 

The amounts shown in the Summary Table 
are composed as follows in the years under review : 

Bolivianos (ooo,ooo's) 1929 19]0 1931 1932 1933 
-- -- -- --

Current accounts, . . . . 23.6 18.7 17-2 46·7 43-7 
Sight deposits . . . . 2.7 2.0 2.0 ~ 4·"' 

Total (a) • . . 26.3 ::00.7 19.2 48.6 41·9 

Ordinary savings deposits • 3·6 3-I 2.9 2.5 2-9 
Workmen's savings deposits 1.2 1.0 1.0 0.9 o.6 

Total (b) • . . . . 4·8 4-1 3·9 H H 
Time deposits (e). . . . . 12.9 1:3.0 10.8 7·3 u.s --
Judicial deposits • • • • . 1.2 1.1 0.8 o.8 0.9 
Deposits in foreign money • 0.1 0.1 0.3 0.1 0.1 -- -- -- -- --

Total (d) • . . . . 1-3 1.2 1.1 ~ 1.0 

Grand total . . 45·3 38.o 3S·O 6o.2 64-9 

I9. Rediscounts and Other B~rrowings. 
At the end of I932 and I933. the rediscount 

indebtedness of the Associated Banks to the Banco 
Central was nil. 

11 
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Introduetory Note. 

The Stabilisation Office, set up in 1926, with the 
help of foreign credits, to administer an exch.~ge 
stabilisation fund equivalent to over £20 million 
(held almost exclusively in gold), succeeded in 
maintaining the exchange value of the milreis 
fairly stable at a level of approximately 12 United 
States cents to the milreis (or about 40 milreis to 
the pound sterling) until 1929. In 1930, however, 
the fall in the price of coffee, coupled with the 
cessation- and even reversal- of the movement 
of capital, led to a marked depreciation of the 
milreis, in spite of the fact that all but £3 million 
of the gold reserves of the Stabilisation Office and 
the Banco do Brasil combined - which had 
amounted to over £30 million at the end of 1929-
•-ere exported in the course of 1930 to support the 
exchange. These gold holdings were completely 
exhausted by May 18th, 1931, when a system of 
exchange control was put into operation : the Banco 
do Brasil was given a monopoly of foreign exchange 
transactions, exporters were required to deliver 
their sale proceeds in foreign currencies to the 
Banco do Brasil at the official rates of exchange, 
and the supply of exchange to importers was 
strictly rationed. Between the middle of 1932 and 
the middle of 1933, the official rate was " pegged " 
to the United States dollar at a level of 13.5 milreis 
to the dollar (as compared with about 8.5 in 1929) ; 
the milreis was allowed to depreciate together with 
the dollar in the spring of 1933. Since the second 
half of 1933, the official exchange value of the 
milreis has been linked to sterling at a rate of 
6o milreis to the pound. 

The " free " exchange market, which had 
previously been illegal, received a certain measure 
of official sanction by a decree of May 22nd, 1934, 
which permitted free dealings in all foreign 
exchange other than that derived from commodity 
exports. A series of further relaxations of the 
exchange control culminated in a decree of 
September 1oth, 1934, which relieved all exporters, 
except those of coffee, of the obligation to deliver 
their foreign exchange proceeds at the official rate. 
In the case of coffee, it was provided that the sum 
of £2 (or its equivalent in other currencies) per bag 
exported should be sold to the Banco do Brasil• ; 
the balance could henceforward be disposed of on 
the free market. The Banco do Brasil agreed to 
511pply up to 6o per cent of the current exchange 
requirements of importers at the official rates, the 

remainder having to be purchased in the free 
market. The " free " sterling rate, which had 
been "over 90 milreis to the pound in May 1934, 
declined to about 70 milreis to the pound in the 
latter part of I 934· 

In December 1934, a decree was issued by which · 
the foreign exchange received by the Banco do · 
Brasil at the official rates is to be allocated to 
imports by countries of origin in proportion to the 
amount of coffee exported to the different countries. 

A new scheme for the service of the external debt 
was established by a decree issued in February 
1934, which came into force on April 1st, 1934, for 
a period of four years, and which replaced the 
moratorium declared in 1931. This scheme limits 
the total amount of interest and sinking-fund 
payments to £8 million a year, instead of the 
£24 million actually due. It further provides that 
any surplus foreign exchange available should be 
applied to the repurchase of bonds below par. 

In May 1934, an agreement was concluded with 
the French creditors to consolidate" frozen "short
term obligations ; similar agreements had previously 
been made with the American and British short
term creditors. 

•• •• 
The following table shows the changes which 

have taken place in recent 'years in the note 
issues outstanding : 

Milreis (ooo,ooo's) 1929 1930 1931 1932 1933 
-- -- ---- --

Note-issue of : 
Federal Treasury 1,952 2,543 2,683 3.004 2,978 
Banco do Brasil • • . 592 170 170 170 20 
Stabilisation Office 851 129 89 65 39 

Total . . 3.395 2,842 2,942 3.239 3.037 

The sharp decline which took place in the note 
circulation of the Stabilisation Office in 1930 was 
mainly due to the outflow of gold. It was partly 
offset by the simultaneous rapid expansion in the 
note circulation of the Treasury, which in that year 
took over the greater part of the notes issued by the 
Banco do Brasil, whose gold reserve was likewise 
exported. The note issue of the Treasury 
continued to expand in the next two years, mainly 
on account of the budgetary deficits• of the Federal 

1 A. it wu DOt poo&ible, for reasona of space, to give a full account of recent banking developments in Brazil in 
the ~editJoa_of tlus.vol~me, the present chapter coven the entire period 1929·1934· 

• At the pnue ruliDg 10 the oecoad half of 1934. this represented about 8o per cent of export proceeds. 
Tbe deficits were aloo covered, in part, by large iuueo of Treasury billo. It appeam that these billa circulate 

~yeJy u.......,. ~ pa~t and therefore conotitute, to""""' extent, an effective addition to the volume of currency 
1D -- Tbe mark_<d maeue 10 b1llo held by the commercial banks in 1932 - a year in which the suppression of the 
Sao Paolo revolt Involved an addit100al ltrain on the financial position of the Federal Government - preoumably 
repreoeota mainly Treaaary billa. 
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Government, while the circulation of the Stabilisa
tion Office continued to shrink 1 and that of the 
Banco do Brasil was further reduced to 20 millions 
in 1933. 

In a report submitted to the Brazilian Govern
ment in July 1931, Sir Otto Niemeyer recommended 
the establishment of an independent centra1 bank 
with the sole right to issue notes. The Banco do 
Brasil - which is almost entirely owned and 
controlled by the Federal Government -was to be 
relieved of its central banking functions, and to 
continue operating as a commercial bank. Its 
commercial banking accounts showed, in fact, a 
progressive expansion during the years 193o-1932. 
Its deposit liabilities, for example, increased from 
1,331 million milreis at the end of 1930 to 2,886 
million at the end of 1932 ; they included, however 
- particularly in the latter part of the period -

· a substantial proportion of Treasury deposits. 
Since August 1934, the Bank again reports a gold 
-reserve among its assets. This reserve, which is 
held by the Treasury, amounted on November 3oth 
to about 6,103 kilogrammes of fine gold, counted 
at a balance-sheet value of 88.3 million milreis 
(presumably representing the aggregate value of 
the purchases effected at somewhat varying rates). 
On the other hand, no central bank has so far been 
established. 

Part of the principal changes in aggregate 
commercial banking accounts in the years 193o-1932 
may doubtless be attributed to the increase in the 
note circulation of the Treasury. The funds spent 
by the Treasury were, in fact, deposited with the 
banks on current account. As may be seen from 
the attached Summary Table, current accounts 
showed a striking increase between the end 
of 1930 and the end of 1932, and even the 
accompanying sharp decline in time deposits was 
not sufficient to prevent a marked expansion in the 
aggregate volume of deposits. The ratio of cash 
to total assets rose from 10 per cent at the end of 
1930 to 14 per cent at the end of 1932. 

A decree of June 11th, 1932, provided for the 
establishment of a " Banking Mobilisation Fund ". 
This fund, administered by the Banco do Brasil, 
was formed by contributions from all banks 
established in Brazil, all cash holdings in excess 
of 20 per cent of their deposits having to be put 
at the disposal of the fund. If these resources 
should 'prove inadequate, the Treasury was 
authorised to borrow on behalf of the fund. The 
purpose of the fund is to assist individual banks by 
enabling them to meet withdrawals of deposits 
pending the gradual " mobilisation " of their long
term investments or " frozen " short-term assets. 

Among the measures taken in 1933 to relieve the 
burden of agricultural indebtedness, a decree of 
April 7th, 1933. may be mentioned, which 
established a legal maximum rate of interest of 
8 per cent on mortgage debts and 6 per cent 
on short-term agricultural loans. Of greater 
importance, however, was the Law of Economic 
Readjustment, of December 1st, 1933, together 
with a Supplementary Decree of March 9th, 1934. 
Under this law - which was mainly designed to 
relieve the financial burdens of the coffee-growers
all agricultural debts (including bank debts) con
tracted before June 30th, 1933, were reduced by 
so per cent. For the amounts thus cancelled, 

·creditors received compensation in the form of 
Federal Government bonds issued for this purpose, 
bearing 6 per cent interest per annum ; in other 
words, the Government took over one-half of 
farmers' debts. An Economic Readjustment Office 
was set up to carry out the provisions of this law. 
All banking creditors were required to submit 
detailed statements of their agricultural loan 
assets. The banks in question were authorised to 
borrow from the Banking Mobilisation Fund. 
against the security of the·bonds mentioned. 

To provide new credit facilities to farmers on 
favourable terms, a Bank for Rural Credit was 
formed under Government auspices early in 1934. 
Towards the end of that year, the Government 
proceeded to establish industrial banks in every 
State with a view to encouraging the uniform 
development of manufacturing industry in the 
whole country. 

At the beginning of January 1935 a Bill was 
submitted by the Federal Government to the 
Legislative Chamber which provides that foreign · 
banks operating in Brazil should deposit 10 per 
cent of their capital with the Banco do Brasil. 
According to this Bill, all banks would be required 
to invest at least one-third of their reserve funds in 
Brazilian Government bonds. 

The Summary Table is based on the official 
banking statistics ( M ovimento Bancario), which 
comprise all national banks and the Brazilian 
branches of all foreign banks operating in the 
country. The actual number of banks included is 
not stated. From information available elsewherel, 
it appears, however, that ·the official statistics 
include all banks with a share capital of over 
5 million milreis, and that, in 1932, the number of 
such banks was 53, of which 37 were national 
banks and 16 foreign ; these banks maintained 
509 branches, of which 83 belonged to the Banco do 
Brasil. 

l The Stabilisation Office was abolished at the end of 1930 ; its notes remained in circulation at the time, but have 
been gradually withdrawn and replaced by Treasury notes. 

•" Brazil 1933 " (published by the Ministry for Fore;gn Aftairs), page 36t. 
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BRlZIT .. COMMERCIAL BANKS Table 29 (a). 
-

-
SUMMARY OF POSITION AT THE END OF: 

ACCOUNTS 

1929 1930 1931 1932 1933 1 

-

Number of: Banl..-s • . . . . . . . . . . . . . . 
Branches and Sub-Branches . . . . . 

AssETS. Milreis (ooo,ooo's omitted) 

I. Cash. . . . . . . . . . . . . . . . . . . 1,550 1,164 1,228 1,845 1,447 
(a) Gold, silver and small coins .. . . . . . 17 16 30 2 3 
(b) Bank notes, State notes and balances 

1,148 1,198 1,843 1,444 with Central Bank •.. . . . . . . . . 1,533 
2. Other Items of a Cash l\ature . . . . . . . . 204 191 r66 II4 136 
3.· Bills discounted and bought • • . . . . . . . 3.070 2,619 2,538 3,144 3,200 

(a) Treasury bills . . . . . . - - - - -. . . . . 
(b) Commercial bills, Inland . - - - - -. . . . . . . 
(&} Commercial bills, Foreign - - ~ - -. . . . . . . 

4- Investments and Securities. • . . . • . . . . 254 352 398 410 421 
(•) crovernment·. - - - - -. . . . . . . . . . • 
(b) Other. - . - - - -. . . . . . . . . . . . . . . 

5· Participations. • . . . . . . . . . . - - - - -. . . . 
(). Due from Banks (Correspondents) . . . . . . . 677 667 401 45<J 453 

(a) At home. . . . . . . . . . . . . . . 108 88 73 98 103 
(b) Abroad . . . . . . . . . . . . . . . 569 579 328 361 350 

1· Loans and Advances. . . . . . . . . . . . 3.588 3,690 3.009 3.781 3,910 
(a) On current account . . . . . . . . . . 3.588 3.690 3,609 3.781 3,910 
(b) Others. . . . . . . . . . . . . . . . - - - - -

8. Cover for Acceptances. . . . . . . . . . . - - - - -
g. Premises, etc. . . . . . . . . . . . . . - - - - -

Io. Sundry Assets . . . . . . . . . . . . . . . 2,987 2,816 3.557 3.561 3.775 
II. Total Assets . . . . . . . . . . . . . 12,330 11,499 11,897 13,314 13,342 

LIABILITIES. 
I2. Capital paid np. . . . . . . . . . . . . . 851 788 848 864 845 
IJ. Reserve Funds . . . . . . . . . . . . . 509 562 587 627 643 
14- Profits and Loss, Undivided Profits, etc. . . . 21 25 39 35 44 
IS- Cheques and Drafts, etc .• in circulation . . . ' 45 34 49 285 Sri:! 
I6. Due to Banks (Correspondents) . . . . . . . . 706 685 402 99I 279 

(a) At home. . • · . • . . • . . . . . . . 78 74 86 872 93 
(b) Abroad . . . . . . . . . . . . . . . 628 6II 316 II9 186 

I7. Deposits. . . . . . . . . . . . . . . . . . 5.925 5.731 5,962 6,843 6.344 
( tJ) Current accounts . . . . . . . . . . 3.487 2,856 3.490 4.732 4.345 
(b) Savings accounts •.. . . . . . . . 431 394 451 510 so6 
(&} TIDle or fixed deposits . . . . . . . . 2,007 2,481 2,021 1,601 1,493 
(tl) Other deposits ..• ; . . . .. . . . . - - - - -

I8. Rediscounts . . . . • . . . . . . . . . . - - - - -
I9. ~and Endorsements. . . . . . - - - - -
20. s liabilities. . . . . . . . . . . . . 

' 4.273 3.674 4,010 3,669 4.369 
2I. Total Liabilities. . . . . . . . . . • . . . . 12,330 11,499 11,897 13,314 13,342 
22. Value of currency in Swiss francs at the end 

of each year . . . . . • . . . . . . . . 0.58 0.50 0.32 0.40 I 0.28 

I SutistJca CO¥ all baJame .. beet i- aot y et available. .. .. ' 
I 
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Balance-sheet Summary. 
' .. 

I. Cash. 

The sums shown under (b) are composed as 
follows:· 

Milreis (ooo,ooo's} 1929 1930 IQ]l 1932 1933 -- -- -- --
Bank and State notes 1,269 896 
Balances with Banco do 

925 1,029 Sol 

Brnsil . . 0 0 0 0 0 264 252 273 814 643 --Total 0 0 0 1,533 1,148 1,198 1.843 1,444 

. 2. Othe1- Items of a Cash Nature.· 

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

3· Bills discounted and bought. 
The composition of the sums shown in this 

group of the Summary Table is as follows : 

Milrei" (ooo,ooo's) 1929 1930 1931 1932 1933 
1- -- -- -·- --

Bills discounted . 0 0 2,488 2,272 2,284 2,916 2,970 
Bills receivable for own 

account: 
. Inland. 0 0 • 0 0 ' 429 274 196 217 212 

Foreign - 0 . . . 0 153 73 58 II 18 ----
Total •• . . 0 J,070 2,619 2.538 3.144 ],200 

7· Loans and Advances. 

According to the nomenclature adopted in the 
official statistics, practically all the loans of the 
Brazilian banks would appear to be granted in the 
form of current account ·advances. In fact, a 
considerable proportion of the sums shown represent 
long-term credits. · 

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

At the end of 1933, loans and advances amounted 
to 3,910 million milreis. 

' . 
10, Sundry Assets. 

The sums shown in the table are composed as 
follows : · · 

Milreis :~ooo's) 1929 1930 1931 1930 1933 -- -- ---- -
Assets in liquidation .• 0 29 so 99 66 48 
Mortgage loans • 0 0 1,081 965 1,256 1,610 1,31.5 
Net balance of collection 

guarnntee and safe 
deposit accounts • . - 318 100 275 rss 

Accounts of Note Issue 
Department of Banco 
do Brnsil. 0 . 0 . 353 53 54 - 68 

Other accounts • 0 0 0 1,524 1,430 1,988 1,610 2,1,59 --Total 0 0 0 2,987 2,816 3.557 3,561 3.77.5 

17. Deposits . 

. For the end of 1933, the following figures are 
available (in millions of milreis) : 

Cunenfacoounts • 
Savings accounts • 
Time deposits • 

Total •• 

20. Sundry Liabilities. 

'•,· 

4.345 
So6 

1,493 

6,344 

The sums shown in the table are composed l!S 
follows: 

Milteis (ooo,ooo's) 1929 

Mortgage bond•. 0 0 0 943 
Netbalancoofbrnnches 

and agencies accounts 642 
Net balance of collection 

guarnntee and safe 
depo•it accounts. 0 0 209 

Accounts of Note Issue 
Department of Banco 
do Brnsil 0 •• 0 0 715 

Other accounts . .• 0 0 1,764 

Total 0 0 . 0 0 4.273 

1930 1931 --1-
973 1,275 

870 491 

- -

170 170 
1,661 2,074 --
3.674 4,010 

1932 --
846 

333 

-

170 
~ 
3.669 

1933 

1,487 

3 

-
0 2 

2,49 __J 
69 4·3 



CIIILE. 

lntroduetory Note. 

The commercial banking accounts shown in the 
attached Summary Table may be supplemented by 
the following statement of rediscounts. bankers' 
deposits and the note issue of the Central Bank of 
Chile during the period 19ZC)-1934 : 

Pesos (ooo..-"sl Aug. 
End of: 192<1 1930 1931 1932 1933 1934 

1-1- --1- -- --
Rrdiscounts for banks 77 101 76 I I 3 
Bannrs"sigbt deposits 96 64 76 219 2o8 198 
:Solr cin:ulatioD • . . 352 Jo6 319 488 515 507 

Towards the end of 1931, an appreciable increase 
took place in the volume of notes outstanding, and 
foc nearly two years there was a progressive 
Government inflation of the currency. The fall in 
prices and the contraction of business activity, 
which were reflected in a sharp reduction . of 
c:ommercial bank credit between 1929 and 1931, 
had led to a rapid decline in tax revenue, and the 
resulting budget deficits were covered largely 
through Government borrowings at the Central 
Bank. The policy of public works pursued by the 
Government - particularly during the six months 
following the revolution· of June 1932 - led to 
furthe£ demands on Central Bank credit. At the 
end of 1933. advances to the Government accounted 
foc &]z million pesos ot the Central Bank's total 
assets of 1,001 million pesos, as compared with 
only 83 million pesos of total assets of 554 millions 
at the end of 1931. 

The currency inflation, which led to a considerable 
rise of commodity prices in 1932 and 1933, exercised 
a dominating influence on the position of the 
commercial hanks in that period. In the second 
half of 1931, sight deposits and cash resources 
began to rise sharply, while time deposits on the 
one hand, and discounts, loans and advances on 
the other, continued to fall. The same tendencies 
prevailed in 1932. As a result of the depreciation 
of the currency in relation to commodities, the 
public effected withdrawab of time deposits on a 
large scale, with a view to purchasing commodities 
or making direct investments in real estate, etc. 
A large part of this money returned, however, to 
the banks in the form of curre11t-account deposits. 
Likewise, a large part of the new currency isSueS 
found its way to the hanks, to serve for payments 
through current accounts. Accordingly, sight 
deposits with commercial banks showed a 
remarkable increase in 1932, which was c.nly 
interrupted by a sharp decrease in June of 
that year, when the internal political situation 
necessitated a three-day bank holiday to check a 

run on the banks. On the other hand, as a result 
of the further deterioration of economic conditions 
in Chile, the demand for banking credit continued 
to decline, at least in the first part of 1932. Thus, 
the cash resources of the banks attained an 
exceptionally high level in 1932. As will be seen 
from the above table, the rediscount liabilities of 
the commercial banks to the Central Bank dropped 
to an insignificant amount at the end of 1932, 
while their sight balances at the Central Bank were 
nearly trebled in the course ol that year . 

·It should be mentioned that the increase in the 
cash liquidity of the commercial banks in 1932 was 
more marked for the foreign banks operating in 
Chile than for the national banks. 1 In 1933, 
moreover, the cash ratios of the two groups of 
banks even moved in opposite directions, a decline 
in the cash reserves of the national banks being 
more than compensated by a rise in the reserves 
of the foreign banks. This is largely explained by 
the system of exchange restrictions, which has 
been in force since the middle of 1931, but was 
considerably intensified in April 1932 •. The foreign 
banks in Chile have, in the past, specialised in 
financing the foreign trade of the country 
and transferring payments abroad. As foreign 
payments could only be effected to a very limited 
extent after the introduction of exchange control, 
the peso equivalents of the sums to be transferred 
accumulated with the foreign banks and increased 
their cash holdings ; and, as the decline of foreign 
commerce was even greater than that of the 
country's internal trade, investment opportunities 
were more sharply contracted for the foreign 
establishments than for the national banks ; and 
the former were less able to benefit from the revival 
of domestic business activity in 1933 than the 
latter. The different position of the two banking 
groups in the years 1931-1933 is strikingly 
illustrated by their respective profit-and-loss 
accounts, shown in the balance-sheet summary 
below ; the national banks showed a net loss 
of 13.2 million pesos in 1931, which they were 
able to tum into a net profit of 18,3 millions by 
1932, while the foreign banks earned net profits 
amounting to 6.4 million pesos in 1931, but suffered 
a net loss of 41 million pesos in 1932. _ 

Since the end of 1932, vigorous efforts have 
been made to balance the public accounts, and 
Government borrowing at the Central Bank 
virtually ceased in the first half of 1933. In 
November 1933, a law was passed with a view 
to consolidatillf: the Government's short-term 
obligations to the Central Bank (amounting to · 

1 
Tbe distioctioa betweea tbeoe two groopo of banka WU briefly diocuued in C.,.mereial Bankl, Z9ZJ·Z9Z9, page 371. 
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672.5 million pesos) which had been incurred from 4Yz-5Yz per cent to 3Yz-4Yz per cent (the 
during the preceding two years ; it was arranged latter rate is applicable to banks with share capital 
that the Government should pay, in addition to of less than 6o million pesos, while the former 
an annual amortisation charge of I per cent, 2 per refers to all other banks). 
cent interest per annum on this debt. After having maintained an unrestricted gold 

The expansion of the note circulation was not, standard since I925, Chile, as mentioned above, 
however, completely arrested. A law was passed introduced a system of exchange control in July 
in June I933 providing for a Plan of Industrial I93I, and in April I932 the convertibility of the 
Development through bank credit up to an amount currency into gold was suspended by law. Under 
of 300 million pesos, of which one-half was the last measure mentioned, the Central Bank was 
allotted to the nitrate industry alone. By a law of given a monopoly of all foreign exchange operations; 
November I933. this total was raised to 46o million foreign exchange could be obtained from the Bank 
pesos, of which the share of the nitrate industry only by means of licences issued by an Exchange 
was fixed at 290 million pesos. It was provided Control Commission functioning independently of 
that the Central Bank itself should grant direct the Bank. It was intended that rates of exchange 
credits under these laws if the credits supplied by shmild be determined daily at the discretion of <he 
the commercial banks did not attain the total Bank, but in practice the official ·rates were 
fixed. Moreover, the documents against which maintained on the basis of one-half of the former 
the latter were to grant the loans in question were gold parity. Since, however, even this rate 
made rediscountable at the Central Bank, although -which meant a IOO per cent premium on gold-
the credits were not of a short-term character. was found to be unfavourable to exports, a decree 
The expansion of the note-issue which took place was issued in September I932 which required only 
in 1933 - particularly in the second half of that certain percentages -ranging from I to 20 per cent 
year - may in large part be attributed to these for different commodities - of the proceeds of 
measures. export sales to be delivered to the Central Bank 

With the cessation of Government inflation and at the official rates ; the remainder could be disposed 
. the return of confidence in the currency, the decline of - subject to the control of the Exchange 
in time deposits held by commercial banks was Commission - to importers at the free market 
arrested in I933, and this item even showed rates. The " free " rates have, since the end of 
an increase towards the end of that year and I932, fluctuated around a gold premium of about 
in the first half of I934· In the same period, 400 per cent - i.e., a depreciation of about So per 
the improvement in economic conditions was cent on the old parity. The official rates of 

. accompanied by a rise in the volume of lending exchange are thus of little importance. 
by commercial banks. Since the beginning of Exchange clearing agreements are in operation 
I934, even the total of credits granted by the with a number of foreign countries. 
foreign banks is stated to show an upward tendency, In the attached Summary Table, as well as in 
owing largely to the substantial recovery of the the detailed notes below, all assets and liabilities 
country's foreign trade. expressed in foreign currencies are calculated on 

The discount rate of the Central Bank of Chile, the basis of the official rates of exchange referred 
which stood at 9 per cent at the end of I929 to above. 
and 7 per cent at the end of I930, was raised to A new series of statistics issued by the 
9 per cent in the summer of 1931. By Aut;ust " Superintendencia de Bancos " for the years since 
1932, howevei, four successive reductions had 1931 has recently become available and has been 
brought it down to a level of 4·5 per cent, at utilised in the Summary Table. This series relates 
which it has been maintained up to the time of to the position on December 31st of each year. 
writing. In July 1933, the legal maximum rates The figures for 1929 and 1930, on the other hand, 
of interest on. bank deposits were reduced. For are based on the last periodical census of bank 
deposits at six months' notice, the reduction was accounts of each year, falling as a rule in November. 

Balanee-sbee& Summary. 

I. Cash. 
The sums given under (a) include gold and 

token coins as below : 

Pesos (ooo,ooo's) Gold Token coins Total 

1929 . . . . • II 3 14 
1930 . 12 3 IS 
1931 . . . . s 2 7 
1932 . 6 1 7 
1933 . . . . 6 I 7 

The sums given under (b) consist d notes and 

sight balances with the Central Bank, as shown
below· 

Balances 

Pesos (ooo,ooo's) Bank·notes 
with Total Central 
Bank 

1929 . . . . 71 81 152 . 
1930 . . . . . . 65 51 116 . 
1931 . . . 99 So 179 . 
1932 . 133 214 347 
1933 . . . . . . 132 209 341 
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CHILE. COMMERCIAL BANKS Table 30 (a). 

SUMMARY OF POSITION AT THE END OF: 

ACCOu:l'\TS 

Number of : Banks: . . . . • . . . . . . . . . 
Branches and Sub-branches.· . . . 

AssETS. 

I. Cash • • • .. .. • .. • • .. • • • • • .. • • · 
(a) Gold, silver and small coins . • . . . . 
(b) Bank-notes, State notes and balances 

with Central Bank . . . . . • • . • 
2. Other I terns of a Cash Nature . . . . . . . • 
3. Bills discounted and bought. . . . . . . • . 

(a) Treasury bills ...•••....... 
(b) Commercial bills, Inland . . . • . . . . 
(c) Commercial bills, Foreign ......• 

4- Investments and Securities. . . . . . . . . . 
(a) Government ••.•.....•... 
(b) Other ..••..•....... · • 

s. Participations . . . . . . . . . • . . . . . 
6. Due from Banks (Correspondents). . • . • . . 

(a) At home. . . . . . . . . . . . . .• 
(b) Abroad .............. . 

7· Loans and Advances. . . . . . . . • . . . • 
(a) On current account ........•• 
(b) Other .•.............. 

8. Cover for Acceptances, etc. . . . . . . . . . . 
9· Premises, etc. . . . . • . . . . . . . . . . 

IO. Sundry Assets . . . . ·. . . . . . . . . . . 
II. Total Assets • • • . . . . . • . . . . . . . 

l.IABILmES. 

I2. Capital paid up. . . . . . . . . . . . . . • 
13. Reserve Funds . . . . . . . . . . . . . . 
I+ Profit-and-Loss Accounts, Dividend Accounts, etc. 
15. Cheques and Drafts, etc., in circulation . . . . 
16. Due to Banks (Correspondents) • • . . . . . 

(a) At borne. • . . . . . . . . . . . • 
(b) Abroad . . . . . . . . . . . . . . . 

17. Deposits . . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits ..• 
(b) Savings accounts . . . . . . . . . . . 
(c) Tune or fixed deposits ........ . 
(d) Other deposits . . . . . . . . . . . . 

IS. Rediscounts and other Borrowings . . . • . . 
I9. Acceptances and Endorsements, etc. . . . . . 
21>. Sundry Liabilities. . . . . . • . . . . • . . 
21. Total Liabilities . . . . . . . . . . • . . . 

22. Value (official) of currency ·in Swiss francs at 
the end of each year . . . . . • • . • . . 

1929 

x66 
14 

lSI 
14 

137 
I,IIS 

578 
540 
94 
So 

422 

2,719 

423 
2I5 

IS 
lSS 

6 
152 

I,276 
512 

·fl 
709 

14 

47 
95 

4S7 
2,719 

o.6J 

1930 

23 

1931 

22 
ss 

1932 

22 

79 

Pesos (ooo,ooo's omitted) 

I3I I86 354 
IS 7 7 

IJ6 
46 

374 

355 
19 

I29 

us 

II3 
II 

102 

I,IS6 
635 
521 
95 
8s 

30I 
2,430 

427 
2I7 

36 
I32 

8 
124 

I,II9 
434 
47 

630 
8 

29 
93 

377 
2,430 

o.6J 

179 
30 

I 53 

II8 
30 
88 

90 
13 

77 
I,03I 

443 
s88 
6s 
94 
7S 

1,845 

4I8 
200 

7 
4S 
17 
31 

896 
419 

12 
461 

4 
77 
6I 

I38 
1,845 

o.6J 

347 
34 

138 

I 59 
61 
98 . • 

72 
10 
62 

I,039 
423 
616 

44 
96 

I23 
2,059 

406 
I66 

4 
6S 

5 
63 

I,I32 
706 

2,059 

O.JI 

1933 

22 

79 

128 
28 

100 

72 
14 
s8 

I,025 
412 
613 . 
49 
96 

I3S 
2,212 

393 
4 
I 

52 
247 

2,212 

O.JI 



ClliLE. COMMERCIAL BANKS Table 30 (b)· 

SUMMARY OF PROFIT-AND-LOSS ACCOL'NTS 
AND DISTRIBUTION OF PROFITS 

ACCOUNTS 
FOR THE YEARS : 

1929 1930 1931 1932 1933 

Number of Banks. . . . . . . . . . . . . 23 23 22 22 22 
. 

Capital paid up. . . . . • . . . . . . . 417-5 427.1 418.3 406.4 385.6 
Reserves and Undivided Profits . . . . . . . . 214·5· 216.2 199·4 165.8 164-] 

I. Gross Pro fits . . . . . . . . . . . . . . . 137.8 142.1 120.9 121.1 106.3 

To be deducted: 

2. Expenses . . . . . . . . . . . . . . . . 69.8 70.0 62.2 59·2 59·5 
(a) Salaries, etc. . . . . . . . . . . 48·4 47·9 41.9 39-0 40.2 

(b) Other working expenses . . . . . . . 16.4 16.7 15.4 15.3 13.5 

(c) Taxes, etc . . . . . . . . . . . . . . ,5.0 . S-4 4·9 4-9 s.s 
3· Reserved for Pension Funds, etc. . . . . . . - - - - -
4· Written off on Depreciation Accounts for . 15-4 25.2 65·4 84.6 25.2 

(a) Premises, etc. . . . . - - - - -
(b) Investments and securities . . . . - - - - -
(c) Other assets . . . . . . . . . . - - - - -

5· Remaining Net Profit ( +) or Loss (-). . . . . +52.6. +46.9 -6.7 -22.7 +21.6 

6. Value (official) of currency in Swiss francs at 
the end of each year . . . . . . . . . 

2. Other Items of a Cash Nature. 

The composition of this item is as follows : 

Foreign 
"Ex~ 

Pesos (ooo,ooo's) change •• Total 
bank-notes (eanjes) 

1929 25 .39 64 
1930 16 JO 46 

JQ31 II 19 30 

1932 . 9 25 34 

1933 13 39 52 

The second item presumably represents cheques 
on banks abroad. 

4 and 5· Securities and Participations. 

The commercial banks do not practise partici
pation in industrial or other business undertakings. 

. . o.63 o.63 o.63 0.31 O.JI 

' 

The figures for Government securities al~o include 
municipal bonds. The greater part of " other 
securities " has in recent years consisted of shares 
in the Central·Bank of Chile, as shown below : 

Pesos (ooo,ooo's) 1929 1930 1931 1()32 1933 
-- -- -- -- --

Shares in Central Bank , 62 6s 6; 64 s6 
Other shares and bonds. 42 42 18 30 4" 
Securities in possession 

of •• Superintendencia 
de Bancos ... . . . Q 8 s 4 4 -- --

Total 11.1 115 88 Q8 100 

6. Due from Ba11ks. 

The sums under (b) include deposits with head 
offices and branches a broad. 
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The detail<'<i composition of the sums shown is 
gi\'en below in millions of pesos : 

·• 
(a) .~.t ..... vs o• Count~~ 1929 1930 

.~croor..,, 
1931 19J2 1933 

--1---- -- -- --
r. uti.>tutl ~10<}1 : 

.-\gainst socurity. . . 245 231 162 131 153 
Without sp«i.~l SOCU· 

rity • . . . . . . 205 194 146 128 139 -- --
450 425 3o8 259 293 

r. "'"j ~· t11"'"11CY : 
.-\gainst socurity. • . 7l [2[ 35 49 32 
Without sp«ial SOCU· 

rity • . . . . . . ss 8g [()() us 88 
-- I~ 128 2[0 135 120 
--

Total (a). . . s;8 635 443 423 4U 

{b) Ot-"r . Loo.s au >931 1932 
.tfk....-es. 

1929 1930 1933 

--1-- -- -- --
I• ~ cwrriOCJI: 

J\.gainst security. . 322 JOO 201 250 284 
Without special SOCU· 

rity • . . . . . . 93 93 ;8 95 136 -- -- -- -- --
415 393 279 345 420 

h /txrig• cvn''IOCJI: 
.-\gainst socurity. . . 24 26 14 8 7 
Without special SOCU· 

rity • . . . . . . IO 13 s 4 4 -- ---- -- --
34 39 19 u [[ 

CRdits to diRCton and 
stall. . . . . . . . 22 24 14 6 4 

Otbrorlmns . . . . . 6g 65 276 253 r;8 
---- -- -- --

91 8g 290 259 r8z -- --
Total (b). . . 540 521 S88 6r6 613 

Grand total . . . 1,118 1,156 1,031 1,039 1,025 
~ 

Tllnoof: 
In DatiODal CUIRDCY. 956 9"7 8;r Sot 846 
In forrign curRDCy. . 162 249 t8o 238 179 

8. CUPer for Acceptances, de. 

The sums given in this group of the Summary 

S.VJKGS DEPOSITS 

Table represent documentary credits (Documentos 
por boletas de garantia) i_n respect ~f which the 
banks act as intermedianes for theU' customers . 
by lending their guarantee. The liabilities thus 1 

incurred are shown in group (19) of the table. 

14· Profit-and-Loss and Dividend Accounts. 
The balance of these accounts is included in 

sundry liabilities. 

r6. Due to Banks (Co"espondents). 
The sums shown under (b) include certain 

amounts due to banks at home in foreign currency, 
which amounts are not shown separately in the 
offici~ balance-sheet summary. 

17. Deposits. 
Sight deposits include deposits on less than one 

month's notice. The official statistics distinguish 
between deposits in national and in foreign cur
rency. The figures are as follows : 

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 -- ---- -- ,......--
Sight deposits (less than 

30 days) : 
In national currency. 464 382 357 640 828 
In foreign currency. . 48 52 62 66 65 -- -- -- --

Total (a). . . 512 434 419 700 893 
Saviogsaccounts (b) • 41 47 12 - -
Time deposits (more 

than 30 days) : 
In national currency. S82 485 348 3o8 330 
In foreign currency. . 127 145 ll3 us 63 -- -- --

Total (c). . 709 630 461 423 393 
Other deposits (d). . 13 8 4 3 4 -- -- -- --

Grand total. • . . 1,275 1,119 896 I,IJ2 I/290 
Therwf: 

In national currency • I,IOO 921 719 950 1,161 
In foreign currency .• 175 198 177 182 129 

Most of the savings deposits in the country are 
held by .the National Savings Bank, which also 
holds considerable amounts of other deposits, as 
will be seen from the following comparison : 

SIGHT DEPOSITS TillE DEPOSITS 

GRAND Peons (ooo,ooo's) Sational Com· 
Other 

National Com· National Com· credit Savings mercia! institu- Total Savings mercial Total Savings mercial Total TOTAL 

E.-ocw: Bank banks tions Bank banks Bank banks 

1929 . . . . . . . 228 41 9 278 201 512 713 68 723 790 1,782 
19JO . . . . . . . 220 47 8 275 175 434 6og 77 638 715 1,599 
1931 • . . . . . . 158 12 6 176 132 419 551 68 465 533 1,26o 
1932 . . . . . . . 192 - 7 199 193 700 863 59 426 485 1,547 
193J • . . . . . . 268 - [0 278 287 893 1,180 48 397 445 1,903 

18. Acuptat~as find Endorsements, etc. 

The sums given in this group of the table repre-
sent the liabilities arising from the documentary 
credits referred to in note (8) above. 
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Summary of Profit-and-Loss A.eeounts. 

I. Gross Profits. , 
Gross profits are calculated as follows : 

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 -- ---- -- --
Interest received . 172·5 176.8 153-2 "7·5 lo6.3 
Interest paid , . 53·9 53-1 49·7 22.4 14-9 
Net amount . . 118.6 123-7 103·5 95·1 91-4 
Other income • . . 0 19.2 18.4 17-4 26.0 14-9 -- ----Total 0 137·8 142.1 120.9 121.1 1o6.3 

4· Depreciation. 
The net amounts written off are arrived at by 

deducting sums recovered from the gross amount 
of losses. 

Pesos (ooo,ooo'•) 1929 1930 1931 1932 1933 -- -- -- ----
Gross losses, 0 21.8 30.6 70.8 99·3 43·7 
Recovered 0 0 0 0 0 0 6.4 5·4 5-4 14-7 ~ 
Net loss . 0 0 0 15-4 25.2 65.4 84.6 25.3 

5· Net Profit or Loss. 
Net profits or losses (-) are shown separately 

for the national banks and for the foreign banks as 
folloW'l : 

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 ---- ---- --
National hanks • 0 0 39·6 31·1 -13.1 18.3 28.9 
Foreign hanks 0 0 0 . 13.0 9-2 6.4 -41.0 -7·3 --Total 0 . 0 . 52.6 46-9 - 6.7 -22.7 21.6 

The number of foreign banks was seven 
throughout the period under review ; their total 
capital and reserves amounted to 156.6 million 
pesos at the end of 1929 and to 153.5 millions at 
the end of 1933. 

Items (6) to (15). 

No information is ~;iven for these items of the 
standard table of profit-and-loss accounts. The 
following figures, however, are available for the 
sums carried to reserves and disposed of for 
dividends by the national banks : 

. 

Pesos (ooo,ooo's} 1929 1930 1931 1932 1933 ---- -- -- --
Carried to reserves 0 . 4·8 3·8 1.6 1.8 -
Dividends 0 0 0 0 0 0 34-8 34-0 '9·4 19.0 23-9 

A comparison with the figures given in the note 
to item (5) above will show that the dividends 
distributed by the national banks exceeded their 
total net profits in 1931 and 1932 ; the difference 
was presumably covered by drawing on reserve 
funds. 

The foreign banks do not distribute dividends in 
Chile ; their net prohts are transferred to head
office accounts abroad. 



COLO~IBIA. 1 

Introductory Note. 

The following table summarises the principal 
accounts of the Colombian Central Bank (the 
Banco de la Republica) during the years 193o-1934: 

hoos (ooo,ooo'sl 
End of june: 1930 1931 193:Z 1933 1934 

-- ------ --
Sight deposits of mem-

ber banks. • - - - . 3·6 3-9 10.6 n.6 15.3 
Rediscounts and loans 

to member hanks • . 13-S 14-9 8.5 3·4 3·8 
Notes iD cin:a!ation • . 30.8 23-9 19-2 26.1 39·6 
Gold and foreign assets. 31.2 21.:& 16.3 18.0 '7·7 

Government borrowings at the Central Bank 
increased steadily after 1930, as a result of 
budgetary deficits arising from a sharp fall of 
tax revenue since the beginning of the economic 
depression in 1929, but due also to public works 
undertaken by the Government and - in the 
latter part of the period under review - to 
expenditure connected with the frontier dispute · 
with Peru. At the end of June 1930, direct loans 
to the Government accounted for only 4.1 million 
pesos of the Central Bank's total assets of 52.3 mil
lions on that date. By the end of June 1934, 
when the total assets of the bank amounted to 
90 million pesos, these loans had risen to 41.8 million 
pesos. Moreover, the latter figure does not include 
advances to banks and to the public against the 
security of Government bonds and bills, which the· 
Central Bank was empowered to make under a law 
passed at the end of 1930. 

In 1930 and 1931, these Government borrowings 
were comparatively moderate in amount, and their 
effect on the note circulation was overshadowed by 
the contraction of business activity. The decline, 
however, which took place in the volume of notes 
in clrcu!ation between the middle of 1931 and the 
middle of 1932 is largely explained by reference to 
a decree of December 4th, 1931, under which only 
balances with the Central Bank may be counted 
as legal cash reserves by the commercial banks. I 
As a resnlt of this measure, the volume of notes 
outstanding declined, while bankers' deposits with 
the Central Bank sharply increased. The two 
items combined increased from 27.8 million pesos 
at the end of June 1931 to 29.8 millions at the end 
of June 1932. 

The effects of the currency inflation on the 
po!>ition of the commercial banks will be seen from 
the attached Summary Table. A large part of the 
funds borrowed by the Government at the Central 

Bank found its way to the commercial bank;; in 
the form of sight deposits. At the sam~ time, 
however, the depreciation of the_ currency ~ed the 
public to withdraw time ~d savmgs depos1ts to a 
certain extent. These Withdrawals were more 
than counterbalanced by the steady expansion of 
current accounts, so that commercial~bank deposits 
in the aggregate show a marked upward tend_ency 
since the middle oi 1931 .. Between the IOlddle 
of 1933 anci the middle ?f. 1934, total ~eposits 
increased by roughly 5 million pesos, m;unly on 
account of sight deposits, while savings deposits 
declined by about 2 million pesos. On the other 
hand, aggregate loans and discounts of the 
commercial banks declined sharply between the · 
middle of 1931 and the middle of 1933, and were 
further reduced by over 5 million pesos between 
the latter date and the end of June 1934· . Through 
these developments, the cash holdings of the 
commercial banks were raised to an exceptionally 
high level. . 

A series of measures were taken in the first half 
of 1932 to deal with " frozen " bank debts. Under 
a decree of February nth, the Colombian Credit 
Corporation was established. This is a ·private 
joint-stock concern, whose shares may only be held 
by commercial banks desiring to utilise its services ; 
its function consists in the administration and 
gradual liquidation of " frozen " obligations held 
by the banks. A decree of April 22nd, 1932, 
authorised the repayment·of" frozen" commercial 
credits to the banks in part by means of State 
bonds at their nominal value ; the banks, in turn, 
were enabled to borrow up to the face value, and 
on the security, of these bonds at the Central Bank. 
The same decree also provided for the establishment 
of a Central Mortgage Bank, with a share capital 
of 20 million pesos, of which 12 million pesos was 
subscribed by the Central Bank and the remainder 
chiefly by other banks. This institution began 
operations in August 1932. During the first three 
years of its existence, it is authorised to make only 
mortgage loans the proceeds of which will be 
devoted exclusively to tJ!e repayment of obligations 
to commercial and mortgage banks ; it is empowered 
to issue bonds carrying a Government guarantee. 

Part of the decline in commercial banks' loans 
and discounts since the middle of 1931 may 
doubtless be attributed to these measures, which 
likewise account for the considerable increase which 
has taken place at the same time in the investments 
and securities held by these banks. 

• I ~ it WU not ~ble, for reason& Of 1pace, to give a fuJI account Of recent banking developments in Colombia 
111 the 1&8t «<otioa of thi• volume, the presrnt cbapt..r covers the entire period 1929·1934· 

1 
_Tbe conunercial hanb are required by law to maintain CMb reserves equal in amount to rs per cent of their si~ht 

dq>ooit liabiht~s and 5 per cent of tune OOJ-its. 
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COLOliBlA. COMMERCIAL BANKS Table 31 (a) • 
. . 

ACCOUNTS 

Number of Banks .. .. . .. . . . . . . . . . . 

ASSETS. 

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

-- · Bank. . . . . . . . .. . _, .. . , . . 
2. Other Items of a Cash Nature. . . . . . . . . 
3· Bills discounted and bought . . . . . . 

(a) Treasury bills. . . . . . . . . . . . . 
(b) Commercial bills, Inland. . . . .... 
(c) Commercial bills, Foreign . . . . . . 

4· Investments and Securities. . . . . . . . . 
(a) Government . . . . . . . . . . . . 
(b) Other'·_,_ , .••.......... 

5· Participations. . . . . . . . . . . . . • . • 
6. Due from Banks (Correspondents). . . . . . . 

(a) At home. . . . . . . . . . . . . . . 
(b) Abroad . . . . . . . . . . • 

7. Loans and Advances . . . . . . . . . . . 
(a) On current account . . . . . . • . . 
(b) Other . . . . . • . • . . . . . . . . 

8. Cover for Acceptances. . . . . • • . • . . . 
g. Premises, etc. . . • . . • • .. . . . . . . . 

10. Sundry Assets . . • . . . . . . . . . . . . 

1929 

17 

13.1 

ss.6 

12.I 

6.g 
0.6 
6.3 

45·9 

SUMMARY' OF POSITION 
AT THE END OF JUNE: 

1930 1933 

16 16 16 

Pesos (ooo,ooo'a omitted) 

9-2 9-2 13-3 

13.1 

7-0 
0.,5 
6.,5 

39·3 

14·7 

8.0 
0.7 
7·3 

40.8 

2.8 
6.0 
6.z 

23.0 

I7-5 

3·5 
0.6 
2.9 

34-4 

o.s 
4-2 
8.o 

II. Total Assets . . . . . . . • . . . . . • . . 1------·1---~-1-----1 
116.2 131.1 148.3 104.4 

LIABILITIES. 

I2. Capital paid up. . . • • • • . . . . 
I3. Reserve Funds • . . • • • . . . . . . . . . 
I4. Profit-and-Loss, Undivided Profits, etc. . . 
IS. Cheques and Drafts in circulation • . . . . . 
I6. Due to Banks (Correspondents) . . . . . . • . 

(a) At home. . . • . . . . . . . . . . . 
(b) Abroad . . . . • . . . • . . . . .. 

I7. Deposits . . . • . • . . . . . . . . . . . . 
(a) ~urrent accounts . . . . . . . . 

· (b) Savings accounts . . . . . • . . . . • 
(c) Time or fixed deposits . . . . . . . . . 
(d) Other deposits . -~ . . . . -. . . . . . 

I8. Rediscounts and Other Borrowings . . . . . . 
19. Acceptances and Endorsements. . ..... . 
20. Sundry Liabilities. . . . . . . . . . . . . . 
2I. Total Liabilities. • . . " . . . . . . . . . . 

22. Value -of currency m Swiss francs at the end 
of June of each year . . . . . . . . . 

24-7 
II.2 
2.3 

10.4 
73·6 
so.B 
6.a 

16.6 

14-5 
6.7 
4·9 

148.3 

5·04 

24.8 
12.8 

2.0 

14·3 

14·3 
54·8 
33·3 

6.,5 
1,5.0 

13-3 
4·6 
4·5 

131.1 

11.6 

1'1.6 

53-2 
27.0 
8.a 

18.0 

14-7 
' 2.8 

3-2 
116.2 

22.5 
10.3 
0.3 

..8 
55-3 
31.8 

7·.5 . 
16.o 

8.1 
o.s 
2.6 

104.4 

4-95 

.. 

1933 

16 

15.8 

. 23·4 

4-2 
o.6 
3.6 

32-7 

0.8 
4·4 
7·3 

105.7 

20.2 
11.2 
0.7 

5·3 

5-3 
6o.s 
38.1 

6.,5 

15-9 

2.g 
0.8 
4·1 

105.7 

2.11 
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E.xchange restrictions were introduced in 
September 1931, and exchange rates were 
maintained officially at their former parities (viz., 
on the basis of 1.05 pesos to the dollar) till February 
1933, when the price of the dollar was raised to 
1.16 pesos. After the suspension of the gold 
standard by the United States, it was decided, on 
April 21st, 1933, to maintain the dollar rate 
unchanged and to quote other currencies on the 
basis of their prices in New York. Later in 1933, 
the official dollar rate was, however, raised several 
times until it reached 1.26 pesos to the dollar. At 
the same time, the system of exchange control was 
considerably relaxed. As early as April 1933, 
exemption from the obligation to sell the foreign 

exchange proceeds to the Central Bank at the 
official rate was granted for a number of export 
commodities. For all other commodities, new 
regulations were issued in September 1933,requiring 
only IS per cent of the proceeds of export sales to 
be delivered to the Central Bank. In consequence, 
the amount of blocked peso accounts held by foreign 
creditors was substantially reduced during the last 
quarter of 1933. Since September 1933, the free 
market price of the dollar has fluctuated between 
1.5 and 1.7 pesos. 

The discount rate of the Central Bank was 
reduced by stages from 9 per cent at the end of 
1929 to 4 per cent at the end of 1933, at which 
level it has since remained. 

Balance-shoel Summary. 
I. Cash. 

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 

-- ---- ----
Gold coins, bank-notes, 

State notes. other 
currency. . . . . 1·• 4·8 3-7 1.2 -

Cash held in savings 
departmen Is . . . . o.g 1.0 1.8 1.6 4·• 

--:- --
Total . . . 8.1 s.s S·S 2.8 4·2 

ReseNe balances with 
Banco de Ia Repu-
blica. . . . . . . . 5-0 3·4 3·7 m.s 11.6 ---- ----Grand total. . . . 13.1 9·2 9-2 13-3 15.8 

J. Bills discounted and bought. 
The official statistics make no distinction between 

discounts, loans and advances, nor is Government 
paper shown separately from commercial paper. 
Distinction is made, however, between paper eli
gible for rediscount at the Banco de la Republica 
and non-eligible paper. The former category is 
shown under discounts in the Summary Table, and 
the latter under group (7). The composition of the 
sums given under (3) is shown below : 

Bills eligible for rediscount 

Pesos (ooo,ooo's) Actually 
~is- Other ToW 

counted 

1929. . . . . . . 13-7 4'·9 SS-6 
19JO. . . . . . . . . 13.0 33·9 46·9 
19JI. . . . . . . . . 14-4 24-1 JS.s 
19Jl. . . . . . . . s.s 17.2 2J.O 
1933· . . . . . . . r.s 15.6 17.1 

4 and 5· Investments and Securities; Participations. 

Pesos (ooo,ooo's) 192.9 1930 1931 1932 1933 

---------
Ordinary investment& : 

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 

---- ------
Investments of savings 

departments • 6.0 6.2 1·4 6.8 5·9 
Thereof investments of 

" immediate conver-
tibility ... . . . . (H) (S-5) (6.5) (6.2) <s-~l -- ------ --Grand total. . . 12.1 13.1 14-7 17-S 23-4 

17. Deposits . 

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

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 
-- -- -- ----

(a) Sightdeposits: 
In national cur-

rency . • • • • 0 41.7 26.8 22.5 29-3 36.2 
In other currencies. 9·1 6.5 4·5 2.5 1.9 
Totalsigbtdeposits. 50.8 33-3 27.0 Jl.8 38.1 

(b) Savings deposito. . 6.2 6.s 8.2 7·5 6.s 
(c) Time depodts: 

In national cur-
rency •. • • 0 • 14-7 u.s 14.6 13·7 '4·4 

In other curnmcies. 1.9 3·5 3·4 2.3 1.5 
Total time deposits. -- -- -- -- --16.6 IS.O 18.o 16.o 15.9 

Grand total . 
-- -- -- -- --. ?J.6 54·8 SJ.2 55·3 6o.5 

18. Rediscounts and Other Borrowings. 
Shares in the Banco 

de Ia IUp · blica • 
Other lleCUrities • 

8 Under this heading are uiven the rediscounts 4· S-O 4-9 s.o 3·8 f .,. 
1.3 1.9 2.4 5-7 13.7 o the commercial banks with the Banco de 
~ "6.9 "'1.3 ~ 17.5 Ia Republica and other borrowings from that 

----------------~--~--~--~-:::==~~b~a~n~k~·--
TotaL ••• 
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ECUADOR.1 

Introductory Note. 

The following statement shows the movement in -
some of the principal accounts of the Central Bank 
of Ecuador during the period 193o-1934 : 

Sucres (ooo,ooo's\ June 
End of: 1930 1931 193• 1933 1934 -- -- ---- --

Loans and rediscounts 
to member banks • . 2-9 2.3 1.8 '·5 o.6 

Sight deposits of mem-
ber banks . . . . 4-1 1.4 9·4 15.1 13-4 

Notes in circulation • . 23-5 19.1 24.6 35·6 41.1 
Gold and foreign assets. 2s.s 15-3 15-3 16.5 19-5 

In 1931, and particulaxly in the latter part of 
that yeax, internal political disturbances led to 
serious runs on the banks. Between the end of 
1930 and the end of 193!, aggregate deposits held 
by the commercial banks fell by 41 per cent. At 
the same time, the banks were able to reduce loans 
and discounts by only 23 per cent, and their cash 
reserves declined by 55 per cent. The fact that 
the withdrawals of deposits by the public were not 
reflected in an expansion of the volume of notes 
outstanding was mainly due to the flight of · 
domestic capital and the repatriation of foreign 
short-term funds ; the resulting sales of gold and 
foreign exchange by the Central Bank withdrew 
notes from circulation. It will be noticed from 
the above table that the gold and exchange reserve 
of the Central Bank was neaxly halved in 1931. 

A law was passed in Maxch 1932 which required 
the Central Bank to make a loan of 12 million 
sucres to the Government for the financing of 
public works and of certain measures of relief to 
agriculture, as well as for the internal debt service 
of the Government. · This maxked the beginning 
of a progressive inflation of the currency. At the 
end of 1932, a budgetary deficit of 6 million sucres 
was covered by borrowing at the Central Bank ; a 
further Central Bank credit of 13 million sucres 
was used by the Government for financial assistance 
to agriculture, distributed through the Mortgage 
Bank of Ecuador. As a result, the Government 
debt to the Central Bank rose from 8 millions at 
the end of 1931 to 36 million sucres at the end of 
June 1934· In the Saine period, moreover, the 
Central Bank considerably expanded its direct 
loans to the public. A Law of December 29th, 
1932, authorised the bank to grant credits to the 

public which were not short-term in character. The 
same law required the bank to open branches in 
the principal towns of the provinces, with a view 
to expanding its credit facilities to the public. 

As a result of these measures, the note circulation 
was more than doubled between the end of 1931 
and the end of June 1934. 

The effects of the currency inflation on the 
position of the commercial banks may be seen 
from the attached Summary Table. Aggregate 
deposits - consisting mainly of current accounts -
increased by 31 million sucres, or over 150 per cent, 
between the end of 1931 and the end of 1933 ; 
they rose further by about 7 million sucres in the 
first half of 1934. Through this influx of deposits, 
arisi'lg from the expansion of the note-issue, the 
cash position of the banks, which had been very 
strained in 1931, was rapidly relieved in 1932, and, 
although a marked revival of bank lending took 
place in 1933, cash reserves continued to increase 
in that year. The proportion of cash in total 
assets rose from 7·5 per cent at the end of 1931 to 
26.8 per cent at the end of 1933. 

By a law of February 8th, 1932, the convertibility 
of the notes of the Central Bank into gold was 
suspended ; the Saine law also required the Central 
Bank to convert its foreign exchange reserves into 
gold. A Decree of May 1932 provided that all 
foreign exchange operations must be transacted 
through the Central Bank on the basis of a dollar 
price which was raised from the par rate of 
5.05 sucres to 5-95 sucres to the dollar ; all foreign 
exchange holdings of banks and others had to be 
transferred to the Central Bank at that rate. 
Further, this decree required exporters to deliver 
8o per cent of their foreign currency proceeds to 
the Central Bank at the official rate of exchange. 
This official rate of 5-95 sucres to the dollar was 
maintained even after the suspension of the gold 
standaid by the United States in April 1933. The 
exchange restrictions were considerably relaxed by 
a law which carne into operation onDecernber 22nd, 
1933. After that date, only 25 per cent of the 
foreign exchange proceeds of exports had to be 
sold to the Central Bank at the official rate ; the 
remainder might be sold on the free market. The 
official rate of 5-95 sucres to the dollar was left 
unchanged ; market rates of exchange, since 
December 1933, have fluctuated at a level of 10 to 
II sucres to the dollax. 

· 1 As it was not ·possible; for rr~ns of space, to give a full account of recent banking developments in Ecuador 
in the last edition of thia volume, the present chapter COvell the entire period 193<>-1934· 
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ACCOUNTS 

Number of Banks . . ' . . . . . . . . . . 
AssETS. 

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

Bank . . . . . . . . . . 
2. Other Items of a Cash Nature. . . . . . . . 
3· Bills discounted and bought. . . . . . 

(a) Treasury bills. . . . . . . · . . . 
(b) Commercial bills, inland . . . . . . . . 
(c) Commercial bills, foreign . . . . . . . 

4· Investments and Securities. . . . . . . . 
(a) Govemrnen t . . . . . . . . . . . . . 
(b) Others • . . . . ... 

5· Participations . . . . . . . . . . 
6. Due from Banks (Correspondents) . . . . • • 

(a) At horne. . . . . . . . . 
(b) Abroad . . . . .... . . . . 

7. Loans and Ad va.nces. . . . . . . . • . 
(a) On current account . . ...•. 
(b) Other , . . . . . . . . . • . . . . . 

8. Cover for Acceptances . . . . . . . . . . . . . 
9· Premises, etc. . . . : . • . . • • . • . 

10. Sundry Assets . . . . . . . . 
II. Total Assets . . . . . . . 

LIABILITIES. 

12. Capital paid up . . . . . • . . . . . . . . 
r 3· ReservP. Funds . . . . . . . . . . . . . . 
14. Profit-and-Loss Accounts, Undivided Profits, etc. 
15. Notes in Circulation . . . . . . . . . . 
16. Cheques and Drafts in Circulation . • . . . 
17. Due to Banks (Correspondents) . . . . 

(a) At horne. . . . . . . . .... 
(b) Abroad . . . . . . . . . . . . 

r8. Deposits . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits . . . 
(b) Savings accounts . . . . . . . ~ 
(c) Time deposits. . . . . . . . . 
(d) Other deposits . . . . . . . . . . . . 

19. Rediscounts and Other Borrowings . . . . . 
20. Acceptances and Endorsements . . . . . . . 
21. Sundry Liabilities. . . . . . . . . . . . . . 
22. Total Liabilities. . . . . . . . . . . 

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

Table 32 (a). 

SUMMARY OF POSITION 
AT END OF: 

1929 1930 1931 1932 1933 

16 14 12 12 

Sucres (ooo,ooo's omitted) 

8.8 8.5 
0.6 1.1 

8.2 7·4 
o.s 1.0 

13·9 15.1 

12.8 14.0 
I.I I.I 

6.3 6.s 
O.I 0,1 
6.2 6.4 

4·0 3·0 

43·1 39·3 

3·9 13.5 
0,1 0.1 

3·8 13-4 
0.4 0.4 

10.1 II.7 

8.2 10.8 
1.9 0.9 

5-0 4·9 
0.1 0.1 

4·9 4·8 

2.0 0.3 

2.0 0.3 
31.5 31.6 

0.4 0.4 0.5 0.8 
3.6 3.8 3.0 4.2 
o. 7 '"="'o-'·9,_,_-==o-=.8_1_-:-o-=-·..:,7_1 

81.3 78.5 57.2 68.1 

21.1 
7·8 

2.8 

34.1 
24·3 

6.s 
3·3 

14-5 
0.4 
0.6 

81.3 

20.9 
3·7 
1.6 

33·0 
22.1 

7-2 
3·7 

14.1 
0.4 
0.7 

78.5 

16.3 r6.2 
3·7 3·9 
o.g 0.9 

I 

3.1 3·9 

19·3 30·4 
12.6 24·9 

4·7 5·4 
2.0 O.I 

13.1 II.7 
0.5 0.8 
0.3 0.3 

57.2 68.1 

II 

22.7 
0.1 

22.6 
1.8 

26.9 

26.6 
0.3 

4·8 
0.1 

4·7 

0.9 

0.9 
28.8 

o.8 
3·9 
0.6 

91.2 

15·9 
4·0 
o.S 

7·3 
0.2 

9·7 
0.8 
5.6 

91.1 

1.04 1.04 1.04 0.83. 0.55 
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Balauce-aheei Summary. 

I. Cash. 
The amounts shown under (a) consist of gold and 

other metallic currency. Those shown under (b) 
are composed as follows : 

Sucres (ooo,ooo's) 1929 1930 1931 1932 1933 -- -- -- -- --
Notes of Banco Central. 4·2 3·5 2.0 3·• 6.2 
Deposits with Banco 

Central. . . . 4·0 3·9 t.8 10.2 t6.4 
Total -- --. . . 8.2 7·4 3·8 13.4 22.6 

2. Other Items of a Cash Nature. 
This account consists of sight deposits with 

national banks other than the Banco Central and 
holdings of foreign bank-notes and metallic 
currency. 

Sucres (ooo,ooo'sl 1929 1930 1931 ll)J2 1933 -- -- --~ --
Sight deposits with 

other banks . 0.4 0.9 0.3 0.4 •·7 
Foreign currencies . . 0.1 o.t o.t - 0.1 

Total -- - -- -- --. o.s 1.0 0.4 0.4 1.8 

3· Bills discounted and bought. 
Amounts shown under (a) consist of bills eligible 

for rediscount witli the Banco Central ; amounts 
shown under (b) represent discounts of bills 
payable in foreign currencies. For rediscounts, see 
group 19. 

4· Investments and Securities. 
The sums shown under (b) are composed as 

follows : 

Sucres (ooo,ooo's) 1929 IC)JO 1931 1932 1933 -- -- -- -- --
Mortgage bonds of other 

banks . . . . 2.1 1.4 1.2 1.2 0.9 
Shares of Banco Central 3-S 3·1 2.4 2.4 •·4 
Other securities • . . 0.6 1.9 •·3 1.2 1.4 -- --Total . . . 6.2 6.4 4·9 4·8 4·7 

.6. Due from Banks (Co"espondents). 
Ordinary domestic correspondent accounts are 

presumably included under sight deposits in 
domestic banks, as shown in the note to group 2 
above. 

7· Loans and Advances. 
The classification of loans and advances is shown 

below: 

Sucres (ooo,ooo's) 1929 1930 1931 1932 1933 
-- ---- ----

Mortgage loans • . . 13·9 13-9 14.2 13.1 11.4 
Short·period loans. . 8.0 7·4 s.7 S·S 6.s 
Other loans not eligible 

for rediscount. . 21.2 18.0 11.6 13.0 10.9 -- -- --
Total 43·' 39·3 3•-s 31.6 28.8 

9· Premises, etc. 

Sucn-s (ooo.ooo's) 1929 IQJO 1931 1932 1933 -- -- --~ --Buildings . . . •·9 3·1 •·S 3·1 3-3 Furniture . . . . . 0.7 0.7 o.s o.s 0.6 
Total -- -- --. . . . 3·6 3·8 3·0 4·• 3·9 

10. Sundry Assets. 
Under this heading are grouped the balance of 

inter-branch accounts, and other accounts due in 
national and foreign currencies. 

17. Due to Banks (C~espondems). 
The composition of the amounts shown is as 

follows : 

Sucres (ooo,ooo's) 1929 ltJJO I()Jl 1932 1933 -- ---- -- --
Due to banks at home 

and abroad. . . . . 1.6 J.O t.o • •• 3·· 
Overdrafts with foreign 

banks • . . . . t.• t. I •. 1 1.1 0.4 -- -- -- --Total . •. 8 4-1 3·1 3·9 4·• 

x8. Deposits. 
Sight deposits (a) include deposits of the public 

and Government, as follows : 

Sucres (ooo,ooo's) 1929 1930 1931 1932 1933 -- --1- -- --
Public. . . . . •3·9 21.9 ~'·4 •+7 4•·3 
Government . . . . 0.4 0.2 0.2 0.2 0.4 

-- -- 1-
Total . . 24·3 22.1 u.6 •4·9 42-7 

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

19. Rediscounts and Other B~owings. 
This item consists of rediscounts with the Banco 

c;ntral other domestic banks and foreign banking 
institutions and of mortgage bonds issued by 
the mortga'ge sections of the commercial b~ks 
outstanding at the end of each year under revtew, 
as follows: 

Sucres (ooo,ooo's) 1929 1930 1931 19]2 1933 
-- ---- -- -

Rediscounts with Banco 
Central . J.4 2.9 .. , 2.0 1.2 

Rediscounts with other 
domestic banks . 0.1 O.J 0.1 O.J -. . 

Rediscounts abroad . 0.2 0.2 0.1 - --- -- ---- --
Total rediscounts J.7 3·4 2.7 2.J 1.2 

Mortgage bonds out-
standing • . . . • 10.8 10.7 10.4 9·4 a.s -- --

Grand total . . . 14·5 14.1 13.1 "·1 9·1 

21. Sundry Liabilities. 
Sundry liabilities consist of unearned interest 

received, balance of inter-branch accounts ll;lld 
other accounts payable in sucres and fore1gn 
currencies. 

11 
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Introductory Note. 

Partly as a result of the monetary legislation of 
1931 and the banking reorganisation of 1932 
(described in the last issue of this Memorandum), 
there was a marked improvement in the economic 
and banking situation of Mexico in the course of 
1933-.34- The Currency Law of July 1931, which 
made silver the sole metallic legal tender, and 
broadened the basis for the note-issue of the Banco 
de Mexico, does not appear to have affected the 
monetary situation considerably until the beginning 
of 1933. Though the total monetary circulation 
increased from 198 millions at the end of 1931 to 
240 million pesos at the end of 1932, the net 
circulation as estimated 1 by the Banco de Mexico 
remained unchanged at 169 million pesos at the end 
of 1932. The revival of domestic 1 and foreign 1 

trade which took place in 1933 and 1934 was 
accompanied by an increase in the effective 
circulation of money, which reached 244 million 
pesos at the end of April 1934 ; the rise was about 
equally due to silver coins of one peso and to 
notes of the Bank of Mexico. 

These developments are reflected in the balance
sheets of the commercial banks, the principal 
accounts of which are summarised in the table 
opposite. 

In the course of 1933, fifteen new banks 
- thirteen deposit and discount banks, one 
agricultural and one national • bank - carne into 
existence. Part of the improvement in the position 

Pesos (ooo,ooo's) Dec. June Dec. June 
End of: 193• 1933 1933 1934 - -- --

Number of banks 48 59 63 69 
1. Cash, etc. . 68 94 8'5 84 
2. Bill portfolio 47 61 68 78 
3· Loans and advances • . 116 us IS7 IS9 

0/ which: 
(34) (48) (62) (76) On current account 

4· Securities. . 21 26 29 36 
5· Capital and reserves • 110 127 121 117 
6. Deposits • . . 162 210 234 2IS 

Of which: 
II 53) (165) {t66) (a) Sight . . . (124) 

(b) Time . . • I · (27) (2o) (5 t) (21) 
(c) Sight and time 

depo•its in fo-
(37) (43) (28) reign currency. (33) 

1· Rediscounts and borrow-
ings . . . . . IS 19 21 33 

8. Total balance-sheet . . 320 386 419 424 

of the banks is due to the increase in the number 
of institutions established in part with financial 
assistance from the Banco de Mexico. 

The balance-sheets of the deposit and discount 
banks increased from 62 million pesos at the end of · 
1932 to 139 million pesos at the end of 1933, and 
their relative share of the aggregate balance-sheet 
of all banks rose from 13 to 24 per cent. The 
agricultural bank and the national bank established 
in the course of 1933 were relatively unimportant. 5 

1 BoleliJI, No. 2. page t6.- This estimate is arrived at by deducting from the sum of coins issued and the note-issue 
of the Banco de Mexico the total amount held as cash reserves by all banks, including the Central Bank. 

1 The revival of domestic trade should be considered in relation to the large public expenditure on public works and 
11101'0 recently in connection with the adoption of the new Six-Year Plan. The plan was announced late in 1933, and the 
lint part of it waa put into etlect in April 1934· The plan is conceived on very broad lines and affects practically all 
pbasea of economic and social life. Apart from the national development 11f certain social services, it aims at the control 
of prices, the nationalisation of industries and the redistribution of land. 

1 Tbe total value of trade increased from 486 millions in 1932 to 610 million pesos in 1933, imports and exports rising 
~ 64 and 6o million pesos respectively. The trade returns for the first seven months of 1934 show a further improvement; 
amports and exporta increased by 49 and 146 million pesos respectively over the first seven months of the previous year. 

• For meaning of the term "national" banks, see C01fl,...cial Banks, 1925-1933, page 298. 
1 The number of banks in each category and the relative.importance of their respective balance-sheets in 1932 and 

1933 ...,... as followw : 

Number Per cent 
of banks of total 

balance-sheet 

1932 1933 1932 1933 ---- ----
1. Industrial and agricultural banks . . . . IS 16 S6 SI 
:1. Deposit and diocount banks . . . . . . . . 19 32 IJ 24 
3· Fo~ign banks. . . . . . . . . . . . . . . . 6 6 21 13 
4- National banks • . . . . . . . . . . . . . 8 9 IO 12 

Total -- --. . . . . . . . . . . 48 63 too too 

According to tbe U.S. c""'-" Ref>orl, dated July 7th, 1934, the further increase in the number of institut:ona in 
tbe tint balf of 1934 was due to t~ establishment, undrr the auspices and with the direct assistance of the Banco ed 
Mexico, of new commercial banks watha vaew to financing producers who had formerly depended on the fore·gn banks, 
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The improvement of economic activity is brought 
out, not only by the growth of bank deposits, 

· amounting to 30 per cent in 1933, but also by the 
increase in bank clearings from an average of 
127 million pesos in 1932 to an average of 173 mil
lion pesos in 1933, and by the substantial increase 
in the bill portfolio and in the loans and advances, 
particularly those on current account, of the 
commercial banks. The banks' principal earning 
assets continued to increase, though at a slower 
rate, during the first half of 1934,despite a reduction 
in deposits and in capital and reserves. In spite 
of considerable borrowings from the Banco de 
Mexico, the cash reserves of the commercial banks 
were slightly reduced. The fall in resources was 
due principally 1 to the closing down of the offices 
of three leading foreign banks. The accounts of 
the foreign banks, which had constituted 25 per cent 
of the balance-sheet total of all commercial banks 
at the end of 1925, decliPed gradually to 21 per cent 
at the end of 1932. With the passage of the Bank 
Law of June 1932, and on account of the desire of 
the Mexican authorities to concentrate banking 
activities in the hands of nationals, the business of 
the foreign banks fell sharply in 1933, and three of 

the six banks decided to liquidate their 1\Iexican 
business. The Angli}-South American Bank closed 
its office towards the end of November 1933 and 
liquidated all Mexican accounts in the spring of 
1934. Two Canadian banks, the Canadian Bank 
of Commerce and the Bank of Montreal, followed 
suit in May 1934. As the office of the Chase Bank 
does very little business in Mexico, the National 
City Bank of New York and the German South
American Bank remain the only important foreign 
banks in Mexico. 

After the abandonment of the gold standard in 
July 1931, the Mexican peso fluctuated freely until 
July 1933, since when it has been maintained at a 
fixed rate with the U.S. dollar by the purchase 
and sale of dollars by the Banco de Mexico. 1 

Exchange may be bought and sold without 
restriction. The reserves of the Banco de Mexico 
at the end of 1933 amounted to 59 million pesos, 
made up of 37 million gold, 11 million silver, and 
11 million foreign exchange, mainly U.S. dollars. 
At the end of May 1934, the gold reserve stood 
at 43 million pesos, the silver stock remained 
unchanged and foreign exchange amounted to 
3 million pesos. 

Balance-sheet Summary. 

' General Note. 
It should be noted that, in consequence of the 

banking reorganisation in 1932, the summary 
statistics for 1932 and 1933 are not comparable 
with those for previous years. 

I. Cash. 

The composition of the metallic cash holdings of 
the banks since 1929 is shown below : 

Pesos (ooo,ooo's) Gold 
Silver and Total small coins 

1929 . . . 30.2 20.3 so.s 
1930 . . 27.1 36·4 63.s 
1931 . . . . . 3·7 23.1 26.8 
193l . . . 2.2 35.2 37·4 
1933 . . . . 2.0 35·4 37·4 

4 and 5. Investments and Securities: Participations. 
The division of the sums shown in the summary 

table is given below · . 
Pesos (ooo,ooo's) 1929 1931 1932 1933 

---- ----
Approved securities. . . 6.s 6.6 8.3 1.9 
Other investments • . . . 25.1 12-3 13.1 26.7 --

Total. . . 31.6 18.9 21.4 28.6 

6. Due from Banks (Corresj>otldettts). 

The sums shown for domestic correspondents (a) 
are composed as follows : 

Pesos looo,ooo's) 1929 1931 ICJ32 1933 ------ --
Inter-banks deposits . . 7-1 S·l s.6 11.1 

Balances due from banks . 12.8 o.s 1.2 8.J -- --
Total. . . '9·9 s.8 6.8 19-4 

The sums shown for foreign correspondents (b) 
are described in the official statistics as " assets 
hel& in foreign banks ". 

7· Loans and Advances. 

The sums given under (a) are composed as 
follows : 

Pesos (ooo,ooo's) 1929 1931 IC)J2 1933 
--------

On current account • . . . 8.s 2.5 2.0 16.9 
Against collateral • • . . 26.0 28.3 31.0 45-4 
To Federal Government 2.6 2.5 o.g 0.1 

--------
Total (a) • . . 37·' 33-3 33·9 62.4 

l There was a run on the Banco de Londres y M 'xico early in March 1934 lasting several days. The bank was saved 

by substantial assistance fro~ o~er banks. th h t the four months ended November 7th, 1933. when the 
• The dollar rate was mamta':"ed a~ 3·55 pesos ~ou~ ";'hmughout the lint half of 1934· 

rate changed to 3.6o pesos, at which pmnt 1t has continu 



I So 

MEXICO. COMMERCIAL BANKS Table 33 (a). 

SUMMARY OF POSITION 
AT END OF: 

ACCOUNTS 

19Z9 1930 19JI 1932 1933 

Number of Banks . . . . . . . . . . • . • . • • 53 56 58 48 63 

AssETS. Pes08 (ooo,ooo's omitted) 

I. Cash . . . . . . . . . . . 54·5 71.8 JO.O 62.1 79·2 . . . . . . . 
(a) Gold, silver and small coins. . . . . . . so.s 63.5 26.8 37·4 37·4 

(b) Bank n11tes, State notes and· balances 
with Central Bank . . . . . . . . . . 4·0 8.3 3·2 24·7 41.8 

2. Other Items of a Cash Nature . . . . . . . 8.J 6.7 3·5 5·9 7·1 
3· Bills discounted and bought. • . . . . . . . . 92·4 95·9 41.6 46.g 68.4 

(a) Government bills . . . . - - - - -. . . . . . . 
(b) Commercial bills, Inland. - - - - -. . . . . . . 
(c) Commercial bills, Foreign - - - - -. . . . . . . 

4· Investments and Securities. . . . . . • . . . 31.6 30.8 18.9 21.4 28.6 
(a) Government - - - - -. . • . . . . . . . . . . 
(b) Other. - - - - -. . . . . . . . . . . . . . . 

5· Participations • . . . . . . . . - - - - -. . . . . . 
6. Due from Banks (Correspondents). . . . . . . 49·9 25.1 29·4 18.7 32·7 

(a) At home. . . . . . . . . . . . . • . 19·9 9.8' 5.8 6.8 19·4 

(b) Abroad . . . . . . . . . . . . . . . JO.O 15·3 2J.6 IJ.9 13·3 

7· Loans and Advances. . . . . . . • . • . . . 130.8 126.9 135·8 115·7 156·5 
(a) On current account . . . . . . . . . • 37·1 H·5 33·3 33·9 62.4 

(b) Other . . . . . • . . . . . . . . . . 93·7 82.4 102.5 81.8 94·1 
8. Cover for Acceptances . . . . . . . . . . . - - - - -. 
9· Premises, etc. . . . . . . . . . 

I 
. . • . . . 24.1 24.2 17-5 20.5 12.3 

xo. Sundry Assets . . . . . . . . . • . . . . . 23·9 35·5 31·9 29.2' 34·0 
11. Total Assets . . . . . . • . . . . . • . ~ . 415.5 416.9 308.6 320.4 418.8 

LIABILITIES. 
IZ. Capital paid up. . . . . . . . . . . . . . . • 100.9 100.6 g8.6 95·8 97·3 
13. Reserve Funds • . . . . . . . . . . . • . . 28.1 21.6 19·9 14.6 23.8 
14- Profit and Loss, Undivided Profits, etc. . . . . - - - - -
15. Notes in circulation • . . • • . . . • • . ' . 11.2 5·5 5·5 5·2 -
16. Cheques and Drafts, etc., in circulation 

. 
5-2 5·0 4·8 7·0 . . . . 14·7 

17. Due to Banks (Correspondents) • . • . . . . . 11.8 12.0 7·7 11.9 12.5 
(a) At home •••.••••.•. . . . . 10.1 8.6 2.0 8.2 12.3 
(b) Abroad . . . . • . . . . . . . . . . 1.7 3·4 5·7 3·7 0.2 

18. Deposits • . . . . . . . . . • . . . . . . . 218.5 243-2 145·4 162.1 233·6 
(a) Current accounts and sight deposits. . . 175·6 183.0 102.0 135.2 182.4 
(b) Savings accounts • • . • • • • • • . • - - - - -
(c) Time deposits. • ••..• . . . . . . 42·9 60.2 43·4 26.9 51.2 
(d) Other deposits • • . . . . . . . . . • - - - - -

19- Rediscounts and other Borrowings • . . . . . 8.2 7·8 5·5 14·5 20.9 
20. Accept.ances . . . . . . • . . . . . . . . . - - - - -
21. Sundry Liabilities. • • • . . • . . . . . . . 22.1 21.0 21.0 11.5 23·7 
22. Total Liabilities . . . . . . . . . . . . . • 415.5 416.9 308.6 320.4 418.8 
23- Value of currency in Swiss francs at the end 

of each year . . . . . . . . . . . . . . . 2.47 2.3s 2.00 1.66 0.92 
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The composition of the sums given under {b) is 17. Deposits. 
as follows : 

Pesos (ooo,ooo's) 1929 1931 1932 1933 
----

1. Promotion loans . . . 15.2 15.5 9-2 9-6 
2. Sundry debton . . . 6o.8 77·1 66.4 n.o 
3· Other loans. . . . . 1.2 1.0 0.9 3-2 ----

Total 1-3 . . . 77-2 94·• 76·5 89.8 
Subject to moratoria : 

4-."" Constitutional Govern· 
ment"debt .. . . 0.3 - - -

S· Other old loans . . 16.2 8.J 5·3 4·3 ---- --Total4-5 . . •6-s 8.3 5-3 4-3 ----Grand total (b) . . . 93-7 102.5 8t.8 9'-1 

10. Sundry Assets. 
The sums shown in this group of the Summary 

Table . are composed of mortgage loans and 
miscellaneous accounts in the following proportions: 

Pesos (ooo,ooo's) 1929 1931 1932 1933. 
--------

Mortgage loons . . . . . J6.J 14.6 12-9 IS-• 
Mi!!Cellaneous . . . . . . 7-6 17-3 I6.J J8.8 -- --Total. . . . . 23-9 31-9 29.2 J4.0 

u and 13. Capital and Resen~es. 
In the case of foreign banks, only the capital 

a.c;signed to the branches in Mexico is included. 

16. Cheques and Drafts, etc., in circulation. 
The sums shown under this heading are composed 

as follows : · 

Pesos (ooo,ooo's) Provisional Cash bonds Total bonds 

1929 . . . . . . 13.2 •-s 14-7 
1930 . 3-7 l.s 5.2 
1931 . 4-0 1.0 s.o 
1932 . . . 4-2 0.6 4-8 
1933 . . . . . 0.3 6.7 7-0· 

The detailed composition of deposits is shown 
below: 

Pesos (ooo,ooo's) 1929 1931 1932 1933 ---- -- -
A. Sight deposits : 

In na tiona! currency • 123.5 62.3 97·5 143-l 
In fmeign currency • 35·• 31.J 26.4 :u.o ----Total. . . . . 158.7 93-8 llJ-9 t65.2 

B. Undrawn balances of 
current account ere-
dits opened . . . . 2.4 0.2 0.5 0.4 
Sundry crediton . . '4·5 8.0 10.8 16.8 --Total. . . . . 175-6 102.0 135.2 182.4 

C. Time deposits : 
In national currency. 34-1 22-9 20.3 29-9 
In foreign currency 8.8 20.5 6.6 21.J -- --

:rotal. . . . 42-9 43-4 20-9 51.2 --
Grand total • . . . 218.5 145-4 16:1.1 2JJ.6 

21. Sundry Liabilities. 

Separate figures for the various groups included 
under this heading are given below : 

. Pesot~ (ooo,ooo'a) 1929 1930 1931 1932 1933 -- -- -- - --
Federal notes, etc •• . . - 2.2 0.1 - -
.Miscellaneous liabilities, 15-3 14-1 15-9 11.2 OJ.6 
"Old accounts .... . 6.8 4-7 5-0 O.J 0.1 

' -- -- - -- --
Total . . 22.1 21.0 21.0 "·5 23-7 

The miscellaneous liabilities include, in addition 
to transitory accounts, the profits of the banks, 
which are not shown separately • 
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PERU. 
Introductory Note. 

The following table summarises the principal 
accounts of the nine leading commercial banks in 
Peru in the course of 1933-34 : 

D•c. June Doc. June 
Snls (ooo,ooo's) ]Ut, )Oth, 31St, 30th, 

1932 1933 1933 1934 --------------
1. Cash • • • • • • • • 18 25 34 33 

Of tr11licll : 
(a) Gold, silver and 

fractional coin • (5) (1) (2) (2) 
(b) Notes • • .• (8) (10) (12) (10) 
(c) Balances with 

Central Bank • (5) (14) (lo) (21) 
2. T""'sury bills fonning 

part of legal cash re-
se~. . . . • . - 19 18 34 

3· Other biU portfolio. 53 58 36 46 
Of 11JIIicll: Foreign 

bills • • • • • • (2o) (30) (5) (14) 
4- Due from banks abroad. 10 7 12 11 

S· Loans and advances • • 82 65 59 68 
6. Paid-up capital and re· 

aerves • • • • 39 39 39 40 
7· J:>,posits • • • • 103 122 127 '55 

Of 11Jlicl: In foreign 
currency • • • • • (24) 

$. Rrdiscounts of commer-
cial paper. • 17 

9· Total bala""""'heet 208 
19 

(20) 

3 
215 

(26) 

4 

It will be seen that the principal developments 
are a rapid increase in deposits accompanied by a 
sharp rise in cash reserves. The increase of 50 per 
cent in deposits in the eighteen months ended 
June 30th, 1934, is due in part to a rise in the 
export surplus and to the repatriation of capital, 
but chiefly to heavy Government borrowing at the 
Banco Central. In August 1933, the Central Bank 
advanced the Government the sum of 30 million 
sols, and, in February 1934, an additional 5 mil
lions. These advances were made to provide funds 
for the prosecution of the war against Colombia. 
The . exigencies of Government finance largely 
dommated the banking situation in the period 
under review. Between the end of 1932 and the 
en~ o~ 1933, the total issue of notes and subsidiary 
corns mcreased from 76.7 to no million sols, and 
the net amount of these two means of payment in 
the hands of the public rose from 59-7 to 76.2 
million sols. In the first six months of 1934, there 
wa.o; a further increase of 15.7 millions in the total 
note and subsidiary coin issue, and an additional 
rise of 2.4 million sols in the net circulation. 

The Government also raised funds by issuing its 
Treasury bills to the commercial banks. By a 
series of laws pa.o;sed in 1933, these were made 
rediscountable at the Banco Central de Reserva, 
and the bills held by the commercial banks could 
be included in their legal cash reserves. At the 

end of 1933, the commercial banks' rediscounts of 
these bills (which are not included in items 4 or 9 
above) amounted to 13.6 million sols, or almost 
the same amount as the increase in their cash 
holdings during that year. Deposits. increased 
rapidly, but not so rapidly as "legal cash ", and 
in consequence the ratio of the latter to sight 
deposits rose from 25 per cent at the end of 1932 
to over 70 per cent at the end of June 1934. The 
banks' private credit items show no increase during 
1933. The fall in the bill portfolio in the second 
half of that year is chiefly due to the action of the 
Superintendencia Bancaria in asking the foreign 
banks to transfer to their home offices foreign bills 
of exchange in excess of legal requirements. The 
balances due by foreign banks operating in Peru 
to head offices abroad fell from 21 to 5 million sols 
during 1933. Part of the decline in the foreign bill 
portfolio is also due to the fall in the U.S. dollar. 
It should be observed, however, that the bill 
portfolio as shown in the above table excludes not 
only the banks' holdings of the special Treasury 
bills which form part of the legal cash reserve 
(shown in item 2) but also additional Treasury bills 
rediscounted at the Banco Central. These latter 
amounted to 13.6 million sols at the end of 1933 and 
to over 16 millions at the middle of 1934. It is 
obvious that the commercial banks greatly 
increased the credits granted to the Government 
during 1933 and 1934. On the other hand, their 
loans to private industry fell during 1933 ; part of 
the decline, however, may be due to changes in 
classification. There was a substantial increase in 
the first half of 1934. 

In January 1933, the Industrial Bank of Peru 
was established with the object of " encouraging 
the production of those articles which are now 
imported but which may technically and 
economically be produced in the country ". It is 
to have a capital of 40 million sols, of which the 
State contributes 20 million sols by the levy 
of a special I per cent ad val01'em tax on all imports. 
At the end of 1933, the Central Bank held for the 
account of the Industrial Bank gold amounting 
to 3o8,575 sols. 

During 1933, the discount on the sol in relation 
to the new gold parity adopted in April 1931 
averaged 46.5 per cent as compared with 17.3 per 
cent during 1932. No official exchange control has 
been established. 

The figures shown for 1931, 1932 and 1933 in the 
attac~ed Summary Table are published by the 
Supermtendenci~ Bancaria since the end of 1931, 
and are not entirely comparable with those given · 
for 1930. 



PERU. COMMERCIAL BANKS Table 34 ( 11 ). 

SUMMARY OF POSITION 
AT THE END OF : 

ACCOUNTS 
-

1930 1931 1932 1933 

Number of banks. . . . . . . . . . . . . . . 13 II 9 9 

ASSETS. 
Sols (ooo,ooo"s) 

-
I. Cash • . . . . . • . . . . . . . . . . . . • 18.5 17·4 17.8 34-4 

(a) Gold, silver and small coins • . . . . . 3·0 4·1 4·6 z.o 
(b) Bank-notes, State notes and balances . with Central Bank IS-S 13-3 I 3.2 . • . . . . . . . 32·4 

2. Other Items of a Cash Nature . . . . . . . 0.1 0.4 0.4 18.2 
3· Bills discounted and bought • . . . . . . . . 55·7 38.o 52.6 35·5 

(a) Treasury bills . . . • . . . . . . . . - 4·6 4·8 0,9 
(b) Commercial bills, Inland. . . . . . . . I 35·1 I 29.6 27.6 30,1 
(c) Commercial bills, Foreign . . . . . . . 3.8 zo.z 4·5 

4· Investments and Securities. • • . . . . . . • 32.I 17·3 17·9 I7·5 
(a) Government . • . • • • . . . . . . . - I.S 3-4 3·3 
(b) Other • . • . . . . . . . . . . . . . - 15.8 14·5 14.2 

5· Participations . . . . . . . . . . . • . . . - - - -
6. Due from Banks (Correspondents). . . . . . 20.0 14.1 9·7 12.2 

(a) At home. . . . . . • . . . . . . . . 3·9 1.4 O.J 0.7 
(b) Abroad . . . . . . . . . . . . . . J6.J U.7 9.6 u.s 

7• Loans and Advances . . . . . . . . . . . . 76.I 80.2 81.7 59·2 
(a) On current account . . . . . . . . . . - S?-4 57·9 42.6 
(b) Others. • . . . . . . . . . . . . . . - 22.8 23.8 16.6 

8. Cover for Acceptances . . . . . . . . . . . . - - - -
9· Premises, etc. . . . • . . . . . . . . . . . 5·0 5.8 4·5 4·9 

. Io. Sundry Assets . . . . . . . . . . . . . . . I4.2 17·5 23·3 33·5 
II. Total Assets . . . . . . . . . . . . . . 221.8 190.7 207.9 215.4 

LIABILITIES. 
12. Capital paid up. . • . . . . . . . . . . . . 44-7 26.5 25·9 25·9 
13. Reserve Funds . . . . . . . . . . . . . . . 12-3 I3.8 I3.0 I3·3 
I4. Profit-and-Loss Accounts, Dividend Accounts, etc. 4·9 1.7 1.3 I.9 
IS. Cheques and Drafts, etc., in circulation . . . . - - - -
I6. Due to Banks (Correspondents) • . . . . . . . 3·9 I9·4 23·7 9·3 

(a) At home. . . . . . . . . 3·9 0.2 o.8 -. • . . . . 
(b) Abroad . . . . . . . . . . . . . . . - 19.2 22.9 9-3 

I 7. Deposits . . . . . . . • • . . . . • . . . . 120.I I03·4 I02.6 127·4 
(a) Current accounts and sight deposits. . . 54·1 so.s SJ.8 70·4 
(b) Savings accounts . . • . • . . . . . . 16.3 J8.3 20.1 26.4 

(c) Time or fixed deposits . . . . . . . . . 43·3 34·3 28.5 30.s 
(d) Other deposits • . • • • . . . . . . . 6.4 0.3 0.2 0.1 

IS. Rediscounts and other Borrowings . . . . . . - 6.5 17·4 3·2 
I9. Acceptances and Endorsements. - - - -. . . . . • . 
20. Sundry Uabilities. . . . • . . • . . . . . . 35·9 19·4 24.0 34-4 
2I. Total Liabilities. . . . . . . . . . . . . . 221.8 190.7 207.9 215.4 

22. Value of currency in Swiss francs at the end 
of each year . . . . . . . . . . . . . • • I.56 1-43 0.90 0-73 



PERU 

Balance-sheet Summary. 

1. C as/1. 
The following IS the composition of this it~m: 

~liS (lX)('I,OOo's) ItUI 11.32 IQJJ --- --- ---
Gold 2.9 3-8 '·5 
Stiver. nickl'l, t"tc. 1.2 0.8 0.5 -Total 1 (<~) .p 4.6 2.0 

Nott'S. . . . . . 7·0 8.0 1!..0 

.B..1.lances wtth Central Bank 6.J 5·2 20.4 

Total 1 (b) ••• 13-3 13.2 32·4 

2. Other !Inns of a Cash Nature. 

This item consists of foreign not~s and coins 
as well as small balances due from other banks. In 
1933 it also includes Trea.,ury bills held by the 
banks which may be counted as legal cash reserves. 

3· BiUs discounted atld bought. 

Sols (ooo,ooo's) I!J.ll IQJ2 IIJJ.l 
--- --- ---

Trmsury Bill< : 
Discountrd 4-6 4-8 0.9 
Redtscounted . 0. 1 -

Inland ll!lls : 
Discountn.l 29.6 27.6 30.1 
Red isconn t('(l b. 5 O.J -

Fon-ign lllll"l : 
Discounted 3·3 20.1 4-2 
Bought 0.5 0.1 O.J 
R("ttJscounh-d . - 11.0 J.2 ---

~ Discon n b . J~.u 52.6 3;.s 
Total Rt'ltiscount.. 6.5 '7·4 3·• 

/ Net bill portfolio 
------

31.5 35-2 3•·3 

Treasury bills. as shown above, do not include 
the special issues of 1933. See notes to groups (2) 
and (18). 

4· I m•t'slmmts aud Securities. 
The sums shown under (a) include municipal 

securities ; the composition of (b) is given below: 

------~-·ls_·_f_<~_.ooo __ ·,_·) ____ /~ 
Shart>s of Central Bank . 
Other shares. . . . . . . 
Securitit's in savings d<·partnlt'nt . 
S..Curities plt"tlg("d with R·mking 

J.g 1.7 
12.6 

Supcrint.Mtdrnt • ·1 ~ ~ 
Total. . . . • . . . 15.8 14.5 

7· Loans atld Adl'allces. 

(a) Ou 1 urrrul au••Jflll; 

In Pt·runan curn·ucv: 
:\gam't cnlbt.t-ral. 
\\"ttho~Jt tollat.t-r.tl 

In fort"tgn currt"m v : 
·\gain-.t collatt·r.ll . 
\\·,thout col.l.akr.tl 

Total •.•. 

Icl J I 

.!fl.; 1S-7 
15.2 q.5 

IJ.t:i '7-9 
2.1 rl.8 

57·4 57-9 

H)JJ 

'·7 
12.J 

0.2 

q .. .z 

JIIJJ 

2.~.0 

11.7 

4-8 
J.1 

42.6 

Sols (ooo,ooo's) 

(h) Other /na11s: 
In Peruvian currency : 

Against collateral . 
\Vithout collateral 
To Governm<'nt .. 

In fordgn currt·ncy: 
Again~t collateral . 
Without collat('l'a( 
To Government .. 

CC"rtificates of depo~it 
Othcrloans .•• 

Total , . , 

Grand total 

10. Sundry Assets. 

Sols (ooo.ooo's) 

Branch acconnts ••• 
Exchange opt•ra tions • 
Profit-and-loss acc011nt 
Other account.-; .• 

Total •• 

18, Rediscouuts. 

1931 

7·3 
0.9 
4-5 

'·5 
1.6 

0.2 
6.8 

22.8 

8u.2 

11)3 I 

0.4 
10.7 

:r--~~ . 17-5 

193Z lcyJJ 

6.4 5.8 
1.1 1.6 
J.6 1.0 

1.6 1.6 
0.3 
1.0 o.6 
0,2 0.2 
9·6 5·8 

23.8 16.6 

81.7 59-2 

1f)]Z lcyJJ 

0.3 O.J 
'5·5 24.0 
0.1 
7·4 9-2 

2J.J 33-5 

Excludin5 special Treasury bills of 1933 
rediscounted with Banco Central. 

20. S11ndry Liabilities. 

Sols (ooo,ooo's) 1931 IQJZ lcyJ3 

Branch accounts . 0.8 0.5 
Mortgage department~ 0.6 0.4 
Exch:tnge operations 10.1 '5·4 23-9 
Other accounts. 7-9 s ... 10.0 --- -----

Total . 19-4 24.0 34·4 

Profit-and-Loss Accounts. 

The following statement of the banks' profit
and-loss accounts is available for the second half 
of 1932 and for 1933. 

Sols (ooo,ooo's) 

' Income ••• 
lntt·r('~t Outlay .... 

I Nt't income. . 
( lnconw .. 

f'ommi-;sions t-tc · Outlay ... 
. , . f ~(·t incomC'. 

Gross profits. 

Salaries, etc .• 
TaxM, etc. . 
\\'rittc>n-off assets 

Not profit• . . . ·J 

S<-cnnd half 
of 1932 

4-8 
2.2 

'·7 
1.1 

2.0 

o.fi 

J.2 

J.6 

0.1 
J.O 

~~ 

5·0 
2.5 

2.2 
0.<) 

2.5 

I.J 

3·8 
1.6 
0,1 
1.0 

1.1 
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URUGUAY. 

Introductory Note. 

The improvement in Uruguay's export trade due 
to the rise in the price of wool in 1933 was more than 
counterbalanced by increased imports, and the 
surplus of exports was wiped out. Consequently, 
it was necessary to maintain the rigid exchange 
control introduced in 1931 and to introduce a . 
complicated system of import and export licences. 
As a result, banking activity was still further 
restricted, in particular the activity of the foreign 
banks. The following table summarises the 
principal accounts of the Banco de Ia Republica 1 

and other commercial banks at the end of 1932 and 
1933· 

Banco de Ordinary Foreign 
Ia RepUblica domes.tir. banks 

Pesos (ooo,ooo's) banks 

1932 1933 1932 1933 1932 1933 
-- -- -- -- --

I. Cash, etc. 54 57 II II 30 tt\ 
2. Gross note cir~ 

cula.tion. 85 78 - - - -
Of which: Net 
circulation in 
hands of pu· 
blic•. (46) (52) - - - -

3· Loans, etc .• 104 95 62 67 .s 26 
4• Deposits • 70 75 52 51 47 33 

Of wllic/o: 
(a) Sight. (32) (32) (t8) (19) (36) (25) 
(b) Time. (38) (43) (34) (38) (n) ( 8) 

• I.e., excluding other banks' holdings of notes of 
Banco de Ia Rep6blica. 

In the course of 1933, the sight deposits of the 
foreign banks fell by 11 million pesos, and their 
time and savings deposits by J.2 millions. The 
decline in the deposits of the foreign banks was 
accompanied by a correspOnding reduction in 
their cash reserves, which consist principally of the 
notes of the Banco de· la Republica. The note 
circulation in the hands of the public increased 
from 45·4 million pesos at the end of 1932 to 52.5 
millions at the end of 1933, despite a reduction of 
7 million pesos in the total note issue. Deposits 
-. in particular, time accounts - in the Banco de 

Ia Republica and the ordinary domestic banks rose 
during 1933 and the cash reserves of the formt•r 
institution, which consist principally of gold with 
small amounts of subsidiary coin and foreign 
exchange, also increased slightly. Total deposits 
of the banking system as a whole were slightly 
higher at the end of 1933 than at the end of 193l. 
The aggregate of loans, discounts and investments 
of the ordinary domestic banks rose by 5 million 
pesos during 1933, while the corresponding assets 
of the foreign banks fell by 1.3 million pesos. This 
increase in the loans, etc., of the domestic banks 
is principally due to Government borrowing I for 
the purpose of covering the current budgetary 
deficit. The decline in the loans of the State· 
owned Banco de Ia Republica is entirely due to a fall 
in its time loans, which consist principally of 
discounts of promissory nott's and rural and 
industrial credits. 

In February 1934, the exchange control was 
partially modified. There are at present two 
foreign exchange markets in addition to the 
official market of the Banco de la Repi1blica, 
and both are sanctioned by the authorities. In the 
" grey " or " compensado ", importers of raw 
materials and necessities are allowed to compete 
freely for exchange, and current quotations are on 
the average about 45 per cent higher than the 
official rate. 1 The free market is open to all firm1 
and individuals who wish to compete for such 
exchange as is left over after the needs of the 
official and the "grey" markets have been 
satisfied. In this market, exchangl' can be 
obtained at a premium of about 56 per cent. 

The attached Summary Table is constructed by 
combining the annual balance-sheet of the Banco 
de Ia Republica, showing the position as at December 
31st each year, with the average December figures 
for the ordinary domestic and foreign banks given 
in the official Am111ario Eslatlistico. As the 
particular a'set and liability items shown for th" 
latter group do not balance, small difft·r~ncl's will 
be found between total assets and total liahiliti~~ 
in the attached Summary Table. 

1 For an account of the nature and scope of the activities of the State-ownt'd Ranco de la Rcp(Jblica, !K'f' C<>mmrrrinl 

Rank.<, I925·I933· pages 303 and 304. . .. 
1 The floating debt of the Uruguay Government during 193~-34 •• ~tated to have !wen 10 nulhon P""""· 
1 The official rate represents a premium of over 100 per cent 10 fore1gn gold curr_cnc1~-s as com~ared w1tb Il)28. U~

guay did not legally establish the gold standard after the war, but the peso was mamtamed near 1ts former gold panty 

until April 1929. 
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URUGUAY. COMMERCIAL HANKS Table 39 (a). 

SUMMARY OF POSITION 
AT THE END OF : 

ACCOUNTS 
1929 1930 1931 1932 1933 

Number of Banks. . . . . . . . . . . . . . . . 20 20 19 18 IS 

AssETS. Pesos (ooo,ooo's). 

.[, (.ash. . . . . . . . . . . . . . . . . . . 86.5 84·9 83.8 91.4 78.6 
(a) Gold, silver and small coins. . . . . . . 69.8 62.8 54·4 50·4 51-5 
(b) Inland notes and balances with Central 

Bank . . . . • . . . . . . . . 16.7 22.1 29-4 41.0 27.1 

2. Other Items of a Cash Naturt'. . . . . . 9·6 9·8 12.9 18.3 22-5 
3· Bills discounted and bought. . . . . . . . . 2.3 1.7 0.9 o.6 0.5 

(a) Trt>asurybills •..... . . . . . - - - - -
(b) Commercial bills, Inland. . . . . . . . - - - - -
(c) Commercial bills, Foreign. . . . . . - - - - -

4· Investments and Securities. . . . . . . . . 1.7 g.6 8.2 7·5 7·0 
(a} Government . . . . . . . . . - - - - -
(b) Other . . . . . . . . . . . . - - - - -

5· Participations . . . . . • . . . . . . . . . - - - - -
6. Due from Banks (Correspondents). . . . . - - - - -

(a} At home. . . . . . . . . . . . . . - - - - -
(b) Abroad . . . . . . . . . . . - - - - -

7· Loans and Advances. . . . . . . . . . . . 192.0 206.2 194·1 193·9 188.5 
(a) On current account . . . . . . - - - - -
(b) Other . . . . . . . . . . . . . . . - - - - -

B. Cover for Acceptances . . . . . . . . . . - - - - -
9· Premises, etc. . . . . . . . . . . . . . . . - - - - -

10. Sundry Assets . . . . . . . . . . . . . . - - - - -
11. Total Assets . . . . . . . . . . . . . . 292.1 312.2 299.9 311.7 296.7 

LIABILITIES. ' 

12. Capital paid up . · . . . . . . . . . . . . 49·0 49·4 50.2 49·7 49.8 
IJ. Reserve Funds . . . . . . . . . . . . . . . 8.2 9-2 10.2 10.4 9·9 
14. Profit-and-Loss Accounts, Undivided Profits, etc. - - - - -
15. Notes in Circulation . . . . . . . . . . . . . 71.3 74.1 81.0 84-7 78·4 
16. Cheques and Drafts in Circulation . . . . . . 0.5 0.4 0,4 0.3 0.4 
17. Due to Banks (Correspondents) . . . . . . - 2.2 0.1 - -

(a} At home. . . . . . . . . . . . . . - - - - -
(b) Abroad . . . . . . . . . . . -. 2.2 0.1 - -

18. Deposits . . . . . . . . . . . . . 169.4 180.4 164.0 171.3 166.8 
(a) Current account and sight deposits. . . . 79.8 83.1 75-4 s5.8 75-9 
(b) Savings accounts . . . . . . . . . . 86.0 93.8 85.5 82.6 (c) Time or fixed deposits . 88.3 . . . . 
(d) Other deposits .•.. . . . . . 3-6 3-5 3-1 2.9 2.6 

19. Rediscounts and Other Borrowings . . . . - - - - -
20. Acceptances and Endorsements . . . . . . - - - - -
21. Sundry Liabilities. . . . . . . . . . - - - - -
22. Total Liabilities. . . . . . . . . . . 298.4 315.7 305.9 316.4 305.3 
2J. Value of currency in Swiss francs at the end 

of each year. . . . . . . . . . 4.88 3·87 2.29 2.46 2-47 



URUGUAY 

Balanee-sheel Summary. 

General Note. - The amounts shown in the 
Balance-sheet Summary under headings 2, 3, 4. 
IS, I6 and I7 refer exclusively to the respective 
accounts of the Banco de Ia Republica. 

Notes on certain items not dealt with below are 
given in the previous edition of this M emorandr~m. 

I. Cash. 

The composition of the amounts given under this 
heading are shown below : · 

Pesos (ooo,ooo's) 1929 1930 1931 1932 1933 ---- -- --
Banco de Ia Republica : 

Gold coins . 65·9 58·5 50,0 45·8 46.9 
Silver and nickel coins 3·5 4·3 4·4 4·6 4·6 -- -- -Total . . . 69-4 62.8 54·4 50-4 51-5 

Other banks : 
Gold coins 0.4 - - - -
Notes of Banco de Ia 

Republica . 15-3 20.7 27.6 39-0 •5-2 
Sight deposits with 

Banco de Ia Repu-
blica. 1.1 1.1 1.4 1.7 1.2 

Subsidiary issue of 
Banco de Ia R~pu-
blica ~nd subsidiary 
coin. . . . . 0,3 0,3 0.4 0.3 0.7 -- ---- -- --

Total . 17.1 22.1 29-4 41.0 27.1 -- --
Grand total 86.5 84-9 83.8 91-4 78.6 

2. Other Items of a Cash Nature. 

Foreign Credits in 
Pesos (ooo,ooo's) e:oc:change course of Total 

holdings collection 

1929 . . . 1.6 8.o 9.6 
1930 . . . - . . 1.1 8.7 9·8 
1931 . . . . . 0,9 12.0 12.9 
1932 . 4-1 14.2 18.3 
1933 . . . . . 5·2 17-3 22.5 

7· Loans and Advances. 

The amounts shown in the Summary Table are 
divided between the Banco de la Republica and the 
ordinary banks as follows : 

Pesos (ooo,ooo's) 1929 1930 1931 1932 ''933 -- --
Banco de Ia Republica : 

Ordinary current ac4 

counts. . . . . . 28.6 20.2 17·5 15.2 13.5 
Official current ac-

counts. . . . . 8.2 9·5 12.1 21.4 2J.6 
National Savings 

Bank and Discount 
Department . . . - 9·6 10.1 10.2 9-S ---- --

Total loans on 
current account 36.8 39·3 39·7 46.8 46.6 

Pesos (ooo'ooo's) 1929 1930 1931 1932 1933 
1- -- --

Loans on pmmis..oory 
notes . . . 51.7 52·4 44-8 41.1 35·5 Rural and industrial 
credit . . . . . 6.• 8.1 9.8 13.7 12.0 

Mortgage loans • . . o.• - - - o.s 
Guaranteed short-

date loans • • • , 8.4 6.9 ~ 2.6 o.s 
Total other loans 66.5 67·4 58.9 57·4 48·5 
Total, Banco d~ 

Ia Republica . 103·3 100.7 98.6 104-• 9P 
Other banks . 88.7 99·5 95·5 89.7 93-4 

Grand total . 192.0 l00.2 194.1 193-9 188.5 

I2 and IJ. Capital and Reserve Funds. 

The division of capital and reserves among the 
variGus groups of banks is shown below : 

Banco Ordinary 
Fnnoi~m P~ (ooo,ooo's) de Ia domestic Tntal 

Republica banks banks 

Capital paid·up : 
1929 26.8 15-9 6.3 49-0 
1930 27.1 16.0 6.3 49·4 
1931 •7·1 16 .• 6.3 so.z 
1932 •7·7 16.2 s.8 49-7 
1933 27.8 16.2 s.8 49-8 

Reserve Funds : 

1929 . 1.1 . 6.4 0.7 u 
1930 . . ·. . 1.2 7·• 0.8 9-2 
1931 . . 1.4 7-8 1.0 10.2 
1932 . . I.S 1·9 1.0 10.4 
1933 . . 1.6 8.2 0.1 9-9 

I8. Deposits. 

The amounts shown in the Summary Table for 
(a) and (c) were divided as follows between the 
Banco de Ia Republica and other institutions. 

Current accounts Time and 
savings account1 

p~ (ooo,ooo's) 
Banco Banco Other Other 
de Ia banks de Ia banks 

Republica RepUblica 

1929 . . . . 42·4 37-4 44-9 41.1 
1930 . 41-9 41.2 45·5 48-3 
1931 . . . 3l.l 43-3 38·9 46.6 
1932 . . 31.8 54-0 37·7 44·9 
1933 . 32.0 43·9 4l.6 4S·7 

I9- Rediscounts and Other Borrcnuings. 
The rediscounts of the ordinary banks with the 

Banco de Ia Republica excluded from this group 
are as follows : 

1929 
1930 
1931 
1932 
1933 

(PMOS ooo,ooo's) 

•·3 
2.4 
3-S 
2-5 
2.1 
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VE..~EZtTEJ,A. 1 

Introdncwry Note. 

The following table summarises the principal 
accounts of the four leading note-issuing banks 1 

in \'enezuela at the end of each of the years 1929-
1933: 

&~ivan (ooo,ooo's) 1Q2C) 1930 IQJI 1932 1933 
-- ---- -- --

I. Cash (gold and sil-
~r). . . . . . ... 87 92 101 105 

0/ ···ic· : Gold . • . (94) (78) (78) (77) (77) 
2. Due from banks 

abroad . . . . 29 s 3 I L 

J. Total notrcin:ulation 63 71 74 73 7l 
Of .,4;.-4: net cin:u-

lation in hands of 
public• •. . . <ssl (6sl (56) (57) (SS) 

4- Total deposits • . IJI 6J 89 90 97 
0/llf4i<4: 

(a) Sight • . . . (191 (l9) (36) (3l) (35) 
(b) ~mment. (112) (34) (53) (;8) (61) 

S· Loans and advance-s. 71 65 72 72 70 
0/llf4i<4: On curn:nt 

account . . . (6o) (57) (61) ((>4) (66) 
6. Total balance-sheet . 238 187 202 :ZOJ 213 

• l.t., rlfCiuding banks' holdings of their own and each 
othrr's notes. 

It will be seen that, apart from the contraction 
of most items of the balance-sheet during 1930, 
there have been no very outstanding developments 
in Venezuelan banking in the course of the 
depression. The sudden decline in the principal 
accounts during 1930 reflects the fall in the prices of 
coffee and cocoa and in the demand for petroleum, 
and the effects of the decision of the Venezuelan 
Go\"ernment to redeem, on the occasion of national 
centenary celebrations, its outstanding foreign debt 
(which amounted to 24.3 million bolivars at the 
end of 1929) several yeats in advance of the due 
date. Partly in consequence of the transfer of this 
large amount abroad, there was a substantial 
reduction in Government deposits with the banks, 
principally with the Banco de Venezuela, and in 
the gold holdings and foreign balances of the banks. 
The remainder of the fall in these items must be 
attributed to the impact of the crisis. As a result 

of the redemption of the foreign debt and ·large 
expenditures undertaken on relief works, there was 
a current budgetary deficit of 81.3 million bolivars 
in 1930. This was covered by drawing on offici:ll 
deposits and by recourse to the banks, reflected m 
an increase of over 12 per cent in the note issue 
and a rise of over IS per cent in the effective 
monetary circulation. 

There was no further deterioration in the position 
of the banks after 1930, thanks to the absence 
of foreign debt, the enforcement of budgetary 
equilibrium, and a re-adjustment of foreign trade 
due to a shift in production from coffee and cocoa 
to petroleum. Though the note issue has remained 
stationary throughout the three years ended · 
December 1933, private and Government deposits 
have gone up, and current account loans have also 
tended to rise. The gold reserve has remained 
intact, and the banks increased their silver stocks 
substantially in 1932 and 1933. There has been no 
legal devaluation and no official exchange control, 
but at times of seasonal pressure the banks have 
rationed their foreign-exchange holdings. The 
bolivar was quoted at a discount varyin~; from IO 

to 30 per cent from 1931 to October I933· Since 
then, there has been a rapid appreciation, and the 
bolivar reached parity in August 1934. Towards 
the end of August I934, the Venezuelan Govern
ment entered into an agreement with the foreign 
oil companies whereby the latter are to sell to the 
banks part of their dollar exchange at the rate of 
3-90 bolivars per U.S. dollar, andjthe Government 
is to purchase the rest of the companies' exchange 
at approximately 3.04 bolivars to the dollar in 
order to import gold. During September 1934, the 
Venezuelan banks sold dollars at the rate of 
3-93 bolivars. . . . 

The attached Summary Table, which refers to 
the four note-issuing banks, is based upon the 
annual reports of these institutions. (As the 1933 
balance-sheet of the Banco de Caracas has not been 
available, the June 1933 figures for that institution 
have been used.) 

' . 1 Mit_~ not Jl?Mible. for rmaona of space, to give a full account of n.:ent banking denlopments in Venezuela in 
the last ed1tioD of tlua volume, the p-t chapter covers the entire period 1929-19JJ • 

. 
1 

These accoonta cover about 90 per cent of the busm- of the domestic banks and some 50 to 6o r unt of th 
baai,_. of all banks, indudinj! foreign banks, operatinl! in Venezuela ; for detailed information on t~ operations 0~ tbae banks, tee CDfllwoerci<JI Banks, 1925-1933, pages 310 and 311. 
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VENEZUELA. COMMERCIAL BANKS Table 36 (a). 

SUMMARY OF POSITION 

ACCOUNTS AT THE END OF : 

19Z9 1930 1931 1933 1933 

Number of Banks. . . . . . . . . . . . . . . . 4 4 4 4 4 

ASSETS. Bolivan (ooo,ooo'a omitted) 

I. Cash. . . . . . . . . . . . . . . . . . • 112.J 87.0 91.6 101.0 104.8 
(a) Gold, silver and small coins. . . . • - - - - -
(b) Inland notes and balances with Central 

Banks. . . . . . . . . . . . . . . - - - - -2. Other Items of a Cash Nature. • . . . . . . . J.l:! 4·0 7·7 J.l:! 4·!\ 
3· Bills discounted and bought. ... . . . . . . . 10.2 Il.J 12.0 9·4 1l..t 

(a) Treasury bills. . . . . . . . . . . . . - - - - -
(b) CommerCial bills, Inland. . . . . . . . - - - - -
(c) Commercial bill'i, Foreign. . . . . . . - - - - -

4· Investments and Securities. . • • . . . . . . 6.8 6.8 6.2 9·2 u.s 
(a) Government . . . . . . . . . . . . • - - - - -- rbJ Other : - -. . . . . . . . . . . . . . . - - -

5· Participations . . . . . . . . . . . . . . - - - - -
6. Due from Banks (Correspondents). . . . . . . 2!).3 6.6 7·8 :u 3·1 

(a) At home ..••. . . • . . . . . . . 0.6 1.8 4·5 "·9 a.4 
(b) Abroad ... . . . . . . . . . . 28.7 ... 8 3·3 1.2 0.7 

7. Loans and Advances. . . . . . . . . . . 71.1 65.3 71·7 71·5 70·3 
(a) On current account . . . . . . . . . . 59·7 n.o 61.1 64.1 65.5 
(b) Other . . . • . . . . • . . . . 11.4 8.J I!\ 6 1·4 4·8 

8. Cover for Acceptances . . . . . . . . . - - - - -
9· Premises, etc.- . . . . . . . . . . . . . . 3·5 4·0 4·1 5·5 6.5 

10. Sundry Assets . . . . . . . . . . . . • • . 1,1 I.!) 0.7 0,9 0.7 

II. Total Assets . . . . . . . . . . . . • • 238.1 186.5 201.8 203.4 213.1 

LIABILITIES. 

12. Capital paid up . . . . . . . . . . . . . . . 27.0 27.0 27.0 27.2 27.2 
IJ. Reserve Funds . . . . . . . . . . . . . . . 1!).1) 17·9 19·4 20.7 20.4 
14. Profit-and-Loss Account, Undivided Profits, etc. 2.5 2.5 2.1 2.1 2.0 
15. Notes in Circulation • • . . • . . . . • . . . 58.o 67.8 6x.s 6o.J 59·5 
16. Cheques and drafts, etc., in Circulation.· . . . . 0.4 0.4 1.1 0.4 0.2 
17. Due to Banks (Correspondents) .... . . . . 0.8 3·3 0.7 1.2 J.4 

(a) At home .•..•....... . . . o.S 3·3 0.7 I.a 3·4 
(b) Abroad ............ . . - - - - -

18. Deposits . • . . . . . . . . . . . . . . . . IJI.O 6J.4 88.7 89.8 96·7 
(a) Current accounts and sight deposits . . . - - - - -
(b) Savings accounts . . . . . . . . . . . - - - - -
(c) Time or fixed deposits . . . . . . . . . - - - - -
(d) Other deposits .• . . . . . . . . . - - - - -

19. Rediscounts and Other Borrowings . . . . . . 0.1 0.1 0.1 0.1 0.1 
20. Acceptances and Endorsements . . . . . . . . - - - - -
21. Sundry Liabilities. . . • • . • . . . . . . . 2.4 .p 1.2 1.6 J.6 

22. Total Liabilities. . . . . . . . . . . . . . . 238.1 186.5 201.8 203.4 213.1 

23. Value of currency in Swiss francs at the end of 
o.Bo o.BJ 0.78 each year . . . . . . . . . • . . . • . . 1.00 0.95 



ICJO VENEZUELA 

Balance-sheet Summary. 

I. Casll. 

Bolivan (ooo,ooo'sl I Gold Silver Total 

19l9 - . . . . ' 93-6 18.7 IU.3 . . . 
19JO . . . . . . . . 78.0 9-0 87.0 
IQJI . . . . . . . 77·6 14.0 91.6 
193l . . . . . . . . 77·• 2J.8 101.0 

1933 . . . . . . 77·• 27.6 104.8 

2. 01/w Items of• CtJSh Nature. 

Bills re-
Notes Cheques 

Bolh.-~ (ooo,ooo's) ceivable 
of other on other Total 

banks banks 

IQ~9 . . . . . 0.3 a.8 0,7 3·8 
19JO . . . . o.s 2.4 1.1 4-0 
1931. . . . . 0-4 5·2 2.1 1·7 
193• . . . 0.6 •·9 0.3 3·8 
1933 . . . . 0.1 4·3 0.4 4.8 

3· Bills discounted and bought. 

Bolivars (ooo,ooo's) I~ 1930 1931 1932 1913 

Sight bills drawn on 
the capital • . . . 1.7 1.9 3-1 2.3 0.4 

Thirty-day bills drawn 
on the capital . . 5·5 5.1 4·5 4·4 8.1 

Bills ovenlue . . . . . 0.5 0.3 0.4 0.2 o.6 
Bills drawn on the inte· 

rior • . . . . . •·5 4-0 4-0 •·5 •·3 -- -- -- --Total . . 10.2 ll.3 12.0 9·4 ll.4 

4- Investments. 
The amounts shown in the Summary Table refer 

exclusively to mortgage bond holdings of the Banco 

14. Profit-and-Loss Accounts. 

Bolivars (ooo,ooo•s) Profit and Unpaid 
Total loss dividend~ 

1929 . . . 1.0 1.5 2.5 
1930 . 1.2 1.3 2.5 
1931 . . . . 1.1 1.0 2.1 
1932 ... 2.0 0.1 2.1 
1933 . . . . . 1.9 0.1 2.0 

15. Notes in Circulation. 

The amounts shown in the Summary Table do not 
include the banks' holdings of their own notes, but 
do include the banks' holdings of one another's 
notes (shown separately in the note to group 2 
above). Net circulation in hands of the public 
was as follows in each of the years under review : 

Bolivan (ooo,ooo's) 1929 1930 1931 1932 1933 -- ---- -- --
Gross cin:ula tion . . 62.6 71.0 73-5 72-9 71-5 
Less own notes held by 

banks . . . . . . 4·6 3-2 12.0 12.6 12.0 -- ---- --
Net circulation . . . 58.0 67.8 61.5 6o.3 59·5 
Less notes of other 

banks held by banks • 2.8 2.4 5·2 2.9 4·3 -- -- ---- --
Net circulation in band• 

of public. . . . 55-2 65-4 56.3 57·4 55-2 

de Caracas except in 1932 and 1933, when 2.4 and 18. Deposits. 
4·9 million bolivars of mortgage bonds held by the 
Banco de Venezuela are shown separately in its The composition of deposits is shown below : 
balance-sheet. 

7· Loans and Advances. 

Bolivars (ooo,ooo's) I 19Z9 1930 1931 1932 1933 ----

Sight 
With Nation· 

and al 
Bolivars (ooo,ooo's) less notice of Govern- Total 

than 30 30•100 ment 
days days deposits 

c ..... ,., ACCON"' Gd-
vaJ~Ce.s: 1929 . . 19.0 o.J III.7 131.0 
On real and pei'!'Ooal 1930 . . . 29-3 0.2 33-9 63·4 

security . . . . 40-9 43·3 45·' 50.1 50.6 
On exclusively per-

1931 36.o 0.2 52·5- 88.7 
1932 . . 31-5 0.2 58.1 89.8. 

sonal security . 18.8 13.7 16.0 14.0 '4·9 1933 . 35-I 0.2 61.4 g6.7 ---- ---- --Total, current ac· 
count loans . 59·7 57-0 61.1 64.1 65.5 

Otlln /o,.,..: 
Loans up to 18odays. ll.4 8.3 
Loans more than aix. 

10.5 7·4 4·8 

months . . . . . - - 0.1 - -
Total, other loans • 

-- -- -- ----ll.4 8.3 10.6 7·4 4-8 -- ------Grand total . 71.1 65-3 71.7 71-5 70-3 



UNIO~ OF SOUTH AFRICA.· 

Introductory Note. 

The return flow of capital and the trade 
improvement which set in with the pegging of the 
South African pound to sterling at the end of 1932 
have largely .determined the course of recent 
developments in South African .banking. The 
amount of capital repatriated has been estimated 
at £15 million 1, and the favourable trade balance 
in the eighteen months ended June 3oth, 1934, 
has been 43 million. These developments are 
reflected in large increases in deposits with 
commercial banks, in the balances of the 
commercial banks with the Reserve Bank and in 
the gold and sterling bill holdings of the latter. 
The growth of deposits is shown by the following 
table : 

Deposits in South Africa Dec. June Dec. june 
I (ooo,ooo's) 193• 1933 1933 1934 -- ---- --

Commercial banks . . 54-4 74-• 81.2 87-6 
Of wloiclt demand deposits 1•3-31 (43-2) (52-•) (61.3) 

Post Office • • • • • . . 6.8 8.1 10.2 ~ --
Total deposits • . 61.2 82.3 91.4 99-9 

Since the end of 1932, total 1 deposits have risen 
by nearly £39 million, or by 63 per cent, deposits 
with the Post Office and the commercial banks 
having increased by So and 61 per cent respectively. 
The ratio of demand to total deposits with the 
trading banks rose from 42 to· 70 per cent during 
the same period. 

The increase in deposits with the trading banks 
induced a very rapid accumulation of balances 
with the Reserve Bank from £3.9 million at the 
end of 1932 to £32.1 million on February 16th, 
1934, when they reached their peak figure. The 
heavy remittances of mining houses to the 
Government on account of taxation and leases in 
the subsequent months reduced these balances to 
£29 million by the end of June 1934· The changes 
in the assets of the Reserve Bank consequent on 
this increase in its liabilities were a rapid increase 
in its gold reserve and large purchases of " foreign 
bills" - i.e., British Government Treasury Bills. 
At the end of 1932, the Reserve Bank had a gold 
reserve of £7.4 million and possessed no foreign 
bills, and by the end of June 1934 these two assets 
had risen to £19.6 and £21 million respectively. 

Apart from increasing their liquidity, the return 
flow of capital and the trade improvement has not 
led, as the following summary of the principal 

assets within the Union of the trading banks shows 
to any other very significant alteration in th~ 
position of the banks. 

End of Dec. june Dec. juno 
£ {ooo,ooo'sl IQ32 1933 1933 1934 -- -- -- --

Cash • . . 7-0 28.8 •9·4 J1.6 
Of wlticlt balances with 

Reserve Bank • (J.9) (26.1) (>6.sl (lg.o) 
Bill portfolio. . . . 1·5 6.a 7·1 7·4 
L<ans and advances • Jl.6 •9-4 J0.8 Jl.8 

Of wlticll on current 
account . . (J1.6) (l8.7) (JO.l) (Jl.j) 

Securities • . . . . 8.1 6.1 7·6 1·• 
Of wlticll Government (7.J) !s-6l (p) !s.8l 

Total Balanu-slteel • 60.1 72.8 84.8 91.2 

A comparison of the figures given in the two 
statements above will show that the commercial 
banks have allowed the ratio of their cash to 
demand deposits to increase steadily from 30 at 
the end of December 1932 to 51 at the end of 
June 1934· The absence of any short-dated South 
African Government securities and the possible 
exchange risks involved in the purchase of British 
Treasury Bills would seem to have precluded the 
banks from investing in short-term securities. The 
absence of any increase in discounts and advances 
during 1933 is due chiefly to the sluggishness of 
import trade. During the first half of 1934, 
however, imports rose by over £8 million as 
compared with the first six months of 1933, while 
exports remained stationary. The net balance of 
invisible imports appears also to have increased as 
a result of larger freight charges on imports, 
increased gold-mining dividends payable overseas, 
and the greater expenditure abroad of South 
African tourists. These factors are reflected in a 
slowing down of the rate of increase of deposits, in 
a rise of £3.6 million over the first half of 1933 in 
loans and advances, and in an increase in bank 
clearings in the seven principal towns from a 
monthly average of £50.1 million in the first half 
of 1933 to a monthly average of £62.5 million in 
the first half of 1934· 

A substantial reduction in total credit outstanding 
was effected at the end of August 1934, when the 
South African Government repaid the outstanding 
balance of £7.5 million of its war debt to the British 
Government. This operation reduced the deposits 
with the commercial banks from £87.6 million at 

1 See the EcDttomisl: Banking Supplement, October 13th, 1934· , . . . . . 
• Recent figures for deposits with the private savings banks, people s banb and bUJldmg ooc1ehes are ~ot ava1lable. 

In 1930, deposits with these three groups of institutions accounted for about 14 per cent of total depos1ts 1n the Umon. 
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ACCOUNTS 

~ wnber of : Banks • . . • . . . . . . . . . • . 
Branches and Sub-Branches . • . . . 

AssETS. 

I. Casl1 . . . • • . • . . . . . . . . . . . 
(a) Gold, silver and small coins . . . . . . 
(b) Inland notes and balances with Central 

Bank . . . . . . . . . . . . . . . . . 
2. Other Items of a Cash Nature . . . . . . . . 
3· Bills discounted and bought . . . . • • . . . 

(a) Treasury bills . • • • • . . • • . . . . 
(b) Commercial bills, Inland. . . . . . .. 
(c) Commercial bills, Foreign . • . • . . . 

4· Investments and Securities. • . . . . . . . . 
(a) Govemmen t • . . • . • . . . . . . . 
(b) Other • • • . . . . . • . . . .••. 

5· Participations . . . . • . . . . • . . . . . 
6. Due from Banks (Correspondents) . • . . . • • 

(a) At home ••..•••........ 
(b) Abroad • • . • . • • . • . . . . . . 

7· Loans and Advances. • . . . . • . . . • . . 
(a) On current account . . . . . . . . • . 
(b) Other • . . . . . . . . . . . . . . 

8. Cover for Acceptances • . • . • . . . • . . . 
9· Premises, etc. . . . . . . . . . . . . . . . 

xo. Sundry Assets . . • . • . • . . . . . • . . 
II. Total Assets • . . . . . . . . . . . . . . . 

LIABILITIES. 

12. Capital paid up • • • . . • . . • • • • . • • 
13. Reserve Funds . . . . . . . . • • . . . . 
14- Profit-and-Loss Accounts, Dividend Accounts, etc. 
15. Notes in circulation . • . • . . . . • • . • • 
16. Cheques and Drafts, etc., in circulation . . , . 
17. Due to Banks (Correspondents) . . • . . . . . 

(a) At home •••.......•.... 
(b) Abroad • . . • . . . . . • . . . . 

18.. De})C)Sits . . . . . .. . . . . . . . . . . . . 
(a) Current accounts and sight deposits ... 
(b) Savings accounts • . . . • . • • . . . 
(c) Time or fixed deposits ....•.... 
(d) Other deposits . . . . . . . . . . • . 

19. Rediscounts and other Borrowings . • . . . . 
20. Acceptances and Endorsements. . • . . • . . 
21. Sundry Liabilities. . • • • . • . . . . • . . 
22. Total Liabilities. • . • . . . . . . . . • . . 

2J. Value of currency in Swiss francs at the end 
of each year . . . . . . . . . . . . . . . 

SUMMARY OF POSITION AT THE END OF : 

1929 

A 

7 

8.6 

4·1 
21.5 

17·4 
16.2 

1.2 

5·7 
0.1 

· 5.6 
57·8 
55·9 

1,9 

B 

7 
666 

8.8 
1., 

7·3 

13.1 

4·1 
3·5 
o.6 

0.1 
0.1 

37·9 
36.8 

1.1 

1930 1931 1932 

7 8 
690 671 

£ (ooo,?OO's) 

10.8 9.1 
2.9 2.4 

1·9 6.7 
5·5 3.0 

17.6 11.8 

30·4 21.7 
29.5 20.9 

0.9 o.8 

7·0 5·3 
0.1 0.1 

6.9 ,5.2 

51.6 49·9 
50.0 47·7 

1.6 2.2 

8.8 
2.5 

6.3 
5.8 

IJ.3 

37·4 
36.1 

1.3 

8.9 
0.2 
8.7 

46·7 
43·8 

2.9 

3·7 
9·4 

131.3 

2.1 3.8 J.b 4·1 
4·1 

129.1 

8.o 
5·0 

1.5 
2.4 
1.2 
0.5 
0.7 

101.4 
50.2 

6.9 

43·3 
1.0 

u.S 
131.3 

1.2 6.x 2.6 
67.l 1....,.,13=2'"""'.8'- 107.0 

1---

0.1 

0.1 
0.5 
0.5 

6o.6 
30.,5 

3·5 
26.2 

0.4 

3·9 
65.2 

8.0 
5·1 

1.4 
1.6 
1.2 
0.6 
o.6 

104·5 
47·7 

7·1 

48.g 
o.8 

11.0 

132.8 

5·9 
3·7 

0.9 
1.2 
1.0 
0.3 
0.7 

85.6 
39·7 

6.6 
38.8 

0.5 

-----'----

8.7 
107.0 

7·5 
4·7 

1.0 
1.7 
1.5 
0.4 
1.1 

101.1 
47·7 

7·8 
45-2 

0.4 

11.6 
129.1 

25.22 25.22 25.22 19.22 

1933 

31.6 
1.8 

29.8 

3·9 
14·7 

6.6 
0.3 
6.3 

45-0 
43·5 

I.5 

4-4 
4·8 

153.4 

8.2 
4·5 

1.2 
1.7 
1.3 
0.5 
o.8 

124.0 
76·5 
8.7 

37·7 
1.1 

12.5 
153.4 

29-4 
o.6 

28.8 

7·1 

0.3 
0.3 

30.8 
30.2 

o.6 

J.O 
6.6 

84.8 

0.1 
O.I 

0.4 
0.5 
0.5 

81.2 
52.2 

4·3 
24.1 

0.6 

2.5 
84.8 

x6.s5 
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the end of June to £81.2 million at the end of 
August. The balances of the trading banks with 
the Reserve Bank fell during the same period from 
£29 to £20.4 million, and the corresponding change 
between these two dates in the gold and foreign 
bill holdings of the Reserve Bank was a decline of 
£0.7 million in the former and of £10.5 million in 
the latter. 

The attached Summary Table, based on official 
statistics, gives double columns for 1929 and 1933. 
The columns marked A in these years, and the 
single columns in other years, show the complete 
assets and liabilities, within and outside the Union, 
of all banks operating in South Africa ; the columns 
marked B include only the accounts of offices 
situated within the Union. 

Balance-sheet Snmmary. 

I. Cash. 

The amounts shown under (b) are composed as 
follows : 

Notes of 
Notes of Balance other 

£ (ooo,ooo's) 
Reserve with banks Total 

End of Reserve outside 
Bank Bank the 

Union 

1!129 . . . 2-4 4-9 1.3 8.6 
1930 . . . 1-9 5·0 r.o 7·9 
1931 . . . . . 1.6 4·3 0.8 6.7 
1932 . . . . . . . 1-7 3·9 0.7 6.3 
1933 . . . . . . . . 2.4 26.5 0.9 29.8 

3· Bills discounted and bought. 
The following statement shows the amount of 

paper under discount. in the Union and abroad at 
the end of each of the years under review : 

I (ooo,ooo's) In the 
Elsewhere Total End of Union 

1929 . . . • I,J.I 8-4 21.5 
1930 . . . . . . 8.9 8.7 17.6 
1931 . . . . . . 7-6 4·2 11.8 
1932 . . . . . . 7-5 5·8 13-3 
1933 . . . . . . . . 7-1 7·6 14-7 

4 and 5- Investments and Seeurities; Participations. 
The division of Government securities is shown 

below:· 

British 
£ (ooo,ooo's) Union and 

Govern- Colonial Total 
End of 

ment Govern-. 

ments 

1929 . . • . 4-1 12.1 16.2 
1930 . . . • . . 6.1 23-4 29-5 
1931 . . . 6.0 14-9 20-9 
1932 . . . . 8.1 28.0 36.1 
1933 . . . . . . 7·8 33·4 41.2 

7· Loans and Advances. 
The division of loans into "secured " and 

" unsecured " in the years under review is shown 
below: 

! (ooo,ooo's Secured Unse<"ured Total 

1929 . . . ' . . 46.2 9-7 55-9 
1930 . . . . . 41-5 8.s so.o 
1931 . . . . 39-9 7-8 47-7 
1932 . . . . . J8.4 S·4 43-8 
1933 . . . . . 39-4 4-1 43·S 

10. Sundry Assds. 
The composition of the sundry assets group in 

the years under review is shown below : 

£ (ooo,ooo's) 
End of 1929 1930 193' 1932 1933 

-- -- -- -- --
Due by head offices and 

6.2 branche•. . . 9-6 11.1 3-4 5-S 
Due to head offices and 

branches. . . . 3·9 1·3 2-7 4·• 4-0 -- ---- ----
1. Balance due by head 

offices and bran-
ches. . . . S-7 3·8 0-7 1.3 2.2 

2. Landed property 
other than bank 
.premises. . . . . 0.3 0.3 0-4 o.6 o.s 

J. Other assets • . . . J.4 2.0 1.5 2,2 2,1 -- ---- --
Total II+•+J). 9-4 6.1 2.6 4-1 ... 

13 



IXDIA. 

Introductory Note. 

As a result of the sharp decline in the prices of 
India's principal exports, the value of her export 
surplus dwindled very rapidly after 1929, falling 
from 865 million rupees in the year ending 
March JISt of that year to JJ million in the year 
ending March Jist, 19JJ. The service of her 
foreign debt, which requires at least 500 million 
rupees (about £-to million) annually, was largely 
effected, after 19JI, by the export of precious 
metals, particularly gold. 

\"ear endinc March 31St Merchandise 
Net export (+) 
or import (-) 

Rupees (ooo,ooo's) export surplus of gold and silver" 

1929 . . . . . . . 865 -342 
19JO . . . . . . 790 -261 
1931 . . . . . . . 620 -244 
1932 . . . . . 348 +S54 
1933 . . . . . 33 +648 
1934 . . . . . . JJO +636 

• Between 1929 and 1932, net imports of silver 
constituted about one-third of total net imports of gold 
and ailver. In the three years ending March 1934, net 
silver exports amounted to only .5 per cent of net exports 
of both metals. 

Economic distress consequent upon the fall in 
incomes obliged agriculturists to part with their 
gold hoardings, 1 and the high premium on the 
metal since the abandonment of the gold standard 
by the United Kingdom induced the wealthier 
classes to sell part of their gold stocks. As a result 
of the discount of the rupee in relation to sterling, 
most of this dishoarded gold flowed to London ; 
in the three years ended March I9J4, the net exports 
of gold from India amounted to 1,745 million rupees 
(£IJI million). The gold so exported enabled 
India, not only to meet in full the service of its 
external debt, but also to accumulate substantial 
sterling balances in London (see below). With the 
improvement of trade and the cessation of price 
decline, the rate of gold exports slackened somewhat 
during the year ending March 1934, and such 
indications as are available suggest that the net 
export of gold will be considerably lower in the 
year 1934-35· 

These developments are reflected in the available1 

banking returns. Deposits in all credit institutions, 
after reaching the record figure of J,l77 million 
rupees at the end of 19JO, fell by 6o million rupees 
in 193I. For the commercial banks 3 alone, the 
decline was 148 million rupees. For more recent 
developments, recourse must be had to partial 
statistics relating to particular banks. Thus, 
private deposits at the Imperial Bank of India 
(which constituted over J6 per cent of deposits 
held by the commercial banks in 19JO) increased 
steadily from 638 millions at the end of 1931 to 68J 
and 741 million rupees at the end of 1932 and 193J 
respectively. A similar movement is shown by 
deposits with the two·most important Indian joint
stock banks, the Central Bank of India and the 
Bank of India, whose deposits represented in 1930 
over 42 per cent of the deposits of all Indian joint
stock banks and over IJ per cent of those of 
commercial banks. The principal accounts of 
these two banks, as published in the London Statist, 
are summarised below : 

. 
End of : 1931 1932 1933 

Rupees (ooo,ooo's) 

1. Cash, etc. ' 40 47 65 
2. Bill portfolio . . So 106 53 

Of wlaiclo: Treasury bill!<. (74) (101) (44) 
3· Investments . 100 us 165 
+ Loans and advances • . 125 120 121 
5· Capital and reS<:rves • 44 44 44 
6. Deposits • . ' . . 3II 354 370 
;. Total balance-sheet . 366 410 426 

The increase of 59 million rupees in deposits 
between 1931 and 193J has not affected loans and 
advances, but has led principally to an increase in 
Government security holdings. In 19J2, this 
increase took the form of Treasury bills, but in the 
following year these were converted into longer
dated Government securities yielding higher rates 
of interest. There has also been an appreciable 
increase in cash resources. 

The accounts of the five principal exchange banks 
are given below. These are the Chartered Bank of 

1 Tile Ecmtofflist. October 14th. 1933 :Banking Supplement, page 19, estimates Indian gold stocks at £750 million, 
but thiS estimate excludes net exports during 1932 and 1933 amounting to some £100 million. 

1 The principal accounts of the majority of credit institutions in India are summarised in an annual publication of 
the Department of Commercial Intelligence and Statistics entitled Statistical Tables relating 1<> Bank• in India, published 
nghteen months to two years after the date to which they relate. At the time of going to press, the most recent data 
available relate to the end of 1931. 
• . • The term " commercial banks " is used to cover the Imperial Bank of India. the exchange banks and the Indian 
Jotnt-<rtock banks : "all credit institutions" includes, in addition, co-operative and postal savings banko. 
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India, A_ustralia and China, the Eastern Bank, the 
Mer.cantile Bank of India, the National Bank of 
lnd1a, and the P. and 0. Banking Corporation 

p~nt ratio of Is. 6d. by the sale and purcha'e of 
sterling. The question of the monetary standard 
best suited to India has, according to the official 
statement, been left " to be considered when 
the i~ternational monetary position has become 
sufficiently clear and stable to make it possible to 
frame permanent measures ". 

End of: 1931 
£ (ooo,ooo's) 

1932 1933 

J. Ca•h. etc .. . . . 14-7 18.o 21.9 
2. Bills di.scoun ted and 

advances . . . . . 67·3 62.2 55·8 
3· Investments . . . . 40.2 48·3 5'·5 
4· Capital and reserves • . . 16.6 16.6 J6.6 
5· Depnsits . . . . 9Q.8 100.5 101.1 
6. Borrowings . ... . 14.0 10.7 u.s 
7· Notes in circulation . . 2.1 2.1 1.5 
8. Acceptances. . . •·3 •·9 2.5 
9· Total balance-sheet . 127.2 134·• 135-7 

These accounts represent the total of all transac
tions carried on by these banks in India, in other 
parts of the Far East, and in the Near East. At 
the end of 1931, over 35 per cent of their deposits 
were held in India. The exchange banks and, in 
particular, the Chartered Bank and the affiliated 
P. and 0. suffered heavy exchange losses when 
the United Kingdom abandoned the gold standard. 
The Chartered Bank alone had to provide from its 
reserve fund £1 million in order to cover losses on 
commitments in currencies other than sterling. 
The improvement in their position during 1932 and 
1933 is due principally to an increase in fixed 
deposits. Advances and discounts show a decline· 
and cash holdings and investments a corresponding 
increase. The rise in investments is due to the 
purchase of short-dated gilt-edged securities, 
mainly those of the British and Indian Govern
ments. 

The postal savings deposits and Post Office 
five-year cash certificates appear not to have been 
affected by the crisis of 1931 ; their rapid increase 
continued through that year and 1932. Between 
the end of 1930 and the end of 1932, postal savings 
rose from 370 to 422 millions and five-year cash 
ce1 tificates from 384 to 556 million rupees. 

••• 
On the basis of the report presented by the India 

Central Banking Enquiry Committee, the principal 
proposals of which were outlined in the last issue 
of this Memorandum, a Bill for the establishment 
of a Reserve Bank was submitted to both Houses 
of the Indian Legislature in the course of 1933. 

· The Bill was passed on February 16th, 1934, and 
it is expected that the Bank will begin operations 
by July 1st, 1935. Like the Bank of England, the 
Reserve Banl!: of India will have separate issue and 
banking departments. The share capital of the 
bank is to be 50 million rupees privately subscribed, 
and the Government will provide it at the outset · 
with a reserve of 50 million rupees. Its principal 
functions will be to issue notes, to act as banker 
to the Central and local Governments, to undertake 
all their exchange and remittance business, and to 
maintain the external value of the rupee at the 

The issue department is to take over from the 
Government the responsibility for the issue of 
!lotes and the assets at present held against the 
1ssue. At least 40 per cent of the Bank's as.'ets 
are t~ ~onsist of gold coin, gold bullion and sterling 
s~untles, ~d the remainder may consist of rupee 
com, _secunties and eligible bills of exchange and 
promissory notes. The probable amount of notes 
to be issued and of the a'sets that will serve as 
cover may be gathered from the following figures 
showing the circulation of Govemment (Treasury) 
notes and the cover held against them. 

End of: Sept. Uec. Uec. &-pt. 
Rupees (ooo,ooo's) 1934 IQ33 ll)Jl llJ.ll 

-- -- ----
Not. Circulalioll . 1,851 1.781 t,N8 1,487 
Cover: 

(a) Silver. . . . . . . 986 I,Oll 1,107 1.3>5 
(b) Gold . . . . 415 305 187 43 
(c) Indian Goven1ment 

securities . . 320 464 455 95 
(d) Brit;.h Government 

aecurities . . . . 130 - - -
In addition to the gold bullion and British 

Government securities shown above as cover, the 
Government of India held in London, at the end 
of September 1934, gold amounting to 29 million 
rupees and sterling assets worth some 504 million 
rupees, which brought the effective gold and sterling 
cover to over 57 per cent. The assets held in 
London were acquired through the sale of gold and 
silver over and above requirements for debt service ; 
they will be placed at the disposal of the Central 
Bank when it begins operations. 

Detailed provisions are laid down in the Act 
regulating the relations between the commercial 
banks with the Reserve Bank. The former are to 
keep with the latter balances equivalent to 5 per 
cent and 2 per cent of their demand and time 
liabilities respectively. In order to enhance its 
control over the banks, the Reserve Bank is also 
empowered, within certain limits, to buy and sell 
the securities of the Government of India and of 
local Govemments. The commercial banks are 
required to submit detailed returns to the Bank, 
which may also ask for similar returns from the 
provincial co-operative banks. The Imperial Bank 
of India is to give up the central banking functions 
it has hitherto exercised. It will be compensated 
for its loss of Government business, and is to act 
as agent of the Reserve Bank in those parts of 
British India where the Imperial Bank maintains 
branches and where the Reserve Bank does nnt 
establish agencies. 
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lutroduetury Note '· 

Commercial banking of one fonn or another is 
carried out in Japan by some ten distinct types 
of credit institutions. These form three groups: 
banks controlled by the Government, semi-inde
pendent credit institutions, and privately owned 
banks. To the first group belong such insti
tutions as the Yokohama Specie Bank, the Bank of 
Chosen (Korea) and the Bank of Taiwan (Formosa), 
the last two being note-issuing institutions. The 
second group consists of agricultural and industrial 
banks such as the Hypothec Bank of Japan, 
the Industrial Bank of Japan, and the Industrial 

.. Onliuary " " Spt"cial " Sa,·ings 
End ol Y= banks banks banks 

(I) (2) (J) 

N-ber of H"""r9
'
3 1,614 so 64S 

1925 1,537 31 133 
Of~ . •••. 1931 6S3 23_ ss 

Ptoid_,f> Caf>ilal """ Rr-UrTJu: ' 
r9·3 

,514 152 91 
Yen (ooo'ooo'e). r925 2,128 so6 62 

1931 1,7S5 ,614 So 

!'913 
65.6 (67-9) 19-4 (20.1) II.6 (12.0) 

Pen:entage ahare 1925 68.0 (7S-9) r6.1 (tS.7) 2.0 (2.3) 
1931 6o.7 (72-1) 20.8 (24-7) 2.7 (3.2) 

Dlf>osiU: 
356 

1'9'3 
1,~44 244 

Yen (ooo,ooo'e). 1925 8,727 877 905 
1931 8,269 940 1,636 

p913 6].] (70-7) 10.7 (1I.9) r,5.6 (r7-4) 
Percentagesbare/r925 69.7 (83.r) 7·0 ( S.3) 7·2 (8.6) 

.r93r 52.9 (7&.2) 6.0 ( 8.7) ro.5 (xs.x) 
LAo ... .... Dis«>MtCCs : 

1'913 
1,674 531 262 

Yen (ooo,ooo's). 1925 9,013 2,or8 192 
r93r 6,897 2,S,.6 467 

1'9r3 
66.6 (67-9) 2r.1 (2r.5) ro.4 (ro.6) 

Percentage share 1925 72.8 (8o.3) r6.3 (18.o) 1.5 (1.7) 
,1931 54-2 (67-5) 22.3 (27-9) 3·6 (4.6) 

Seolrily Holdir~gs: 

lr913 274 - 99 
Yen (ooo,ooo's). r925 :z,ost - 521 

1931 2,929 555 1,014 

Bank of Chosen, which are chiefly mortgage insti
tutions granting loans on the basis of their bond 
issues, and of the Treasury Deposit Bureau, which 
is intimately connected with the postal-savings 
and postal-transfer systems and invests the 
funds deposited with them by the public. The 
privately owned institutions comprise the so-called 
"ordinary" banks, the savings banks, co-operative 
banks and trust companies. Of all these credit 
institutions, the relative position of which is 
shown below, • only the " ordinary " banks 
can properly be called commercial banks. 

Treasury (r('dit Trust 
Total 

Total banks _. other 11 Grand 

(l·J) 
Dt-posit as soda· compa- institution"' total 

Bureau • lions • nics cl (5·7) (4+8) . 
14) (5) (61 (7) (8) (9) 

2,312 - 9,967 - 9,967 12,279 
1,701 -· 13,379 33 rJ,4I2 15,113 

794 - IJ,I22 37 r3,159 13,953 

. . 
757 - z6b - 26 783 

2,696 - 374 62C 436 3,r32 
2,479 - 355 105' 46o 2,939 

96.6 (too) - 3·4 - 3·4 100 

S6.1 (roo) - 11.9 2.0 13.9 roo 
84.2 (100) - 12.0 3·8 r5.8 roo 

2,044 - 25b - 25 2,06<) 
r0,509 1,138 -655 225' 2,018 1:1,520 

IO,S45 2,482 1,071 t,232r 4·785 r5,630 
S9.6 (roo) - r.4b roo 
S3.9 (roo) 9·r 5-2 r.S r6.r roo 
69.4 (roo) rs.9 6 .. s 7·9 30.6 roo 

2,467 - 46b - 46 2,5r3 
11,223 36S• 549 238 r.rss r2,378 
10,210 6r6• 1,017 S7S 2,511 12,721 

98.r (roo) - 1.9 - r.9 roo 
90.6 (roo) 2.9 4·4 2.r 9·4 roo 
So.! (roo) • 4·9 S.o 7-0 19.9 roo 

- - - -
r,033d - 67 1,100 

4.49S 2,r8gd !o6 47S 2,773 7.27r 

SoUJtCI!S.- TIN Fifl4~ tiM Ec0f101f1i& A ""Mal ot I apan, published by the Ministry of Finance, volumes for r923 and 1933, for 
allli.gma en:ept data. on credit assoc1atione and the Investments of all institutions reported, for which the" Economic Statistics of 
Japan" for 1932, published by the Bank of Japan, was consulted. 

• Figuree relate to the end of March. 
• Figuree for the end of r914, instead of 1913, have been used throughout for the credit associations. 
• Figuree relate to the end of November. . 
• n.- consirt of Government and municipal bonde, " opecial " bank and industrial company debentures and foreign bills 
• n.- are the " Miscellaneoue advances " of the balanc&-sheet. ' • 
r This il denominated as " money in trust " in the balance-sheets. 
I Figures on capita] and reserves are from the companies' " own account ", whereas other figures from u trust account ,. • 

.. •In the P""pa'!tion of the Introductory Note, reference has been made to a study by H. 111. BRATTER entitled 
Japaneoe Bankml! and published m 1931 as No. 116m the Trade Promoliot1 Series of the U.S. DepartmentofC 

and to the valuable inlonnation supplied by the Director ol the Research Department ol the Bank ol Jommerc~ 
the London Agent of the Bank ol Japan, a pan an 

• Tbe percentage sbare of each group ol banks in "Total banks", column (4), is indicated in panntheses. 
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. The " special " banks are five important semi
governmental institutions in Japan proper- the 
Y okoharna Specie Bank, the Hypothec Bank of 
Japan, the Agricultural and Industrial Banks 
(nineteen in number in 1931), the Hokkaido 
Colonial Bank and the Industrial Bank of Japan. 
Among " special " banks are normally included 
three other banks here excluded - the Bank of 
Chosen, the Bank of Taiwan and the Industrial 
Bank of Chosen. The ordinary and savings banks 
comprise, in addition to banks in Japan proper, 
those of Taiwan, which represent, however, a small 
fraction of the totaJl. 

The credit associations given in the table 
constitute the bulk of co-operative credit insti
tutions in Japan, but exclude the Central Bank of 
Co-operative Societies and the Mutual Loan (Mujiin) 
Associations, which are relatively unimportant. 
As figures for 1913 are not available, those for 1914 
have been given instead. The paid-up capital 
and reserves of these associations consist of 
contributions called in and reserve funds, and their 
deposits include those of non-members as well as 
members. In recent years the trust companies 
- which began operations in their present form 
in 1924 - have grown in importance, mainly on 
account of the transfer of funds to them from the 
small commercial banks. 

The rapid growth of the Japanese credit system 
in recent decades is brought out particularly by 
the figures for total deposits, which increased from 
2.3 milliard yen in 1913 to 12.5 and 15.6 milliard 
yen in 1925 and 1931 respectively, and is also 
reflected in the increase in loans and discounts and 
investments. It should be noted that the growth 
during this eighteen-year period took place despite 
two very acute setbacks resulting from the great 
earthquake of 1923 and the banking crisis of 1927. 
These two events brought about a shift in the 
importance of the various institutions composing 
the Japanese credit system. The share of the 
banks proper in total deposits as shown above 
declined from 89.6 per cent in 1913 to 83.9 and 
69.4 per cent in 1925 and 1931 respectively. The 
proportion of deposits in other institutions, 
particularly in the postal-savings banks and trust 
companies, increased. Before the war, the banks 
together constituted practically the sole discount 
and credit market in Japan, but after the war 
other institutions have undertaken discount and 
credit operations on a relatively increasing scale. 
Parallel with this tendency there has been a 
movement towards banking concentration. This 
was in evidence before 1913, but amalgamations 
were stimulated by the post-war depression, the 
earthquake of 1923 and the banking crisis of 1927. 

The total number of ordinary banks fell from 
1,614 ~ 1913 to 1,537 and 683 in 1925 and 1931 
respectively. The number of savings banks 
declined during the same years from 648 to 133 
and 88. Amalgamations of " special " banks and 
of " industrial " and " agricultural " banks were 
also effected. Despite this reduction in the number 
of banking units, the total amount of paid-up 
capital and reserve funds of the " special " and 
"ordinary" banks was about four times as large 
in 1925 as in 1913, while the general price level 
was roughly twice as high. The decline in the 
capital and reserves of the " ordinary " banks 
between 1925 and 1931 was proportionately less 
than the decline in the number of banks. Deposits 
with " ordinary " banks in 1931 were about 
6 per cent less than in 1925, while deposits 
with the savings banks were about 8o per cent 
greater. 

The post-war depression, the great earthquake, 
and the banking crisis of 1927 diminished, however, 
the relative importance of the " ordinary " banks 
in the banking and credit system. Neverthl'less, 
they remain the most important element of the 
Japanese banking and credit system. 

The "special" banks (column (2) of the table on 
page 196) were founded between 188o and 1909, and 
were largely the work of Count Matsukata. They 
were established for special purposes and largely 
at the instance of the Government, which continues 
to exercise a substantial measure of control or 
supervision over them. The Yokohama Specie 
Bank is the largest and most important exchange 
bank of the country. The Hypothec Bank of 
Japan and the Industrial and Agricultural Banks 
constitute, together with the Hokkaido Colonial 
Bank (originally established for the colonisation 
of the Hokkaido Islands, north of the Japanese 
mainland), the credit fomiCf' system of Japan, and 
the Industrial Bank of Japan represents its ,,;dil 
mobilier system. As already mentioned, the 
Industrial Bank of Chosen, which perfonna the 
credit foncicr functions in Korea, and the note
issuing Banks of Chosen and Taiwan, which are 
closely allied with the Bank of Japan, are not 
included in the statistics of this chapter. The 
Banks of Chosen and Taiwan also carry on 
commercial banking operations. 

A large proportion of the capital of the 
"special" banks is held by the Imperial Household 
Department, and the Ministry of Finance has 
important powers of direction and veto. The 
policy of these banks tends to conform to that of 
the Government, whether it be in the extension of 
assistance to distressed industries, to agriculture, 
to districts which have suffered natural calamities, 

1 Separate figures for the onlinary ancl "''wings bank.• in Japan proper are giv~n by. the Fi11a""i~/ nnd Ew"""'~~ 
A ,.nual, but they are lrss detailt'<l than those including the banks ol Taiwan given in the " EconomiC Stat\Sttcs of Japan · 
and used above. 
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to . mWlicipalities, guilds or associations. In 
addition to their own capital and reserves, they 
use for this purpose advances received from the 
Government and funds raised through the issue of 
debentures. They also accept deposits from the 
public. 

The effect of the depression on the balance-sheets 
of these banks may be judged from the following 
table, which gives separate figures for the 
Yokohama Specie Bank and for the other" special" 
banks 1 (all mortgage institutions) : 

Yokohama 
Other special banks Yrn (ooo,ooo's) Specie Bank 

End of: IQJO 1931 1932 1930 1931 1932 
-- -- -- -- -- --

ASSETS. 

Cash on band. . . 19 22 37 12 13 14 
Balance with other 

banks •• . 148 101 99 175 161 162 
Securities . . 354 345 451 163 210 212 
Callloans • - - - 12 18 59 
Other loans and 

advances. . . . 69'} 789 837 2,371 2,434 2,500 

LIABILITIES. 

])q>osits. . 654 548 644 401 392 439 
(•) Public. . (90) (9) (12) (17) (13) (18) 
(b) Private (564) (539) (627) (384) (379) (421) 

Rediscounts and 
borrowings from 
other banks • . 293 435 471 46 8s 14 

Bank bonds • . . - - - 1,76o 1,827 1,950 

The Yokohama Specie Bank, together with the 
Bank of Japan, acts as Fiscal Agent to the Treasury; 
it acts abroad as agent of the Bank of Japan in 
various monetary and exchange operations. In 
addition it performs certain ordinary commercial 
banking operations, issues notes in Kwantung, and 
has made or participated in loans to China. The 
bank borrows money at call from the market and 
obt;¥ns advances from the Bank of Japan. It does 
not, however, issue bonds. 

The other special banks - the Hypothec Bank 
of Japan, together with the system of Agricultural 
and Industrial Banks and the Hokkaido Colonial 
Bank - constitute a very important market for 
credit against real estate. The principal object of 
the Hypothec Bank is to supply agricultural credit 
at low interest rates. It also extends its help to 
the provincial agricultural and industrial banks 
which are in need of assistance, grants loans on 
the pledge of securities or bills, and lends to various 
manufacturers. As the Bank cannot employ its 
deposits for agricultural long-term loans, it raises 
the funds required for this purpose by the issue of 
mortgage bonds, the statutory maximum of which 
is fixed at fifteen times its paid-up capital. When 
monetary conditions are stringent, the Treasury 

Deposit Bureau takes over the bonds that cannot 
be absorbed by the market. 

The growth of the mortgage credit system headed 
by the Hypothec Bank of Japan is il_Iustrated 
by the increase in its bonds outstandmg from 
245 million yen at the end of 1913 to 1,157 and 
1,546 million yen at the end ~f 1~25 and . 19~2 
respectively, and the correspondmg mcrease m 1ts 
loans for the same years from 340 million yen to 
1,36o and 2,037 million yen. . 

The Industrial Bank of Japan was founded With 
the object of facilitating the circulation of shares 
and debentures and of importing foreign capital. 
Its chief function now is to supply credit destined 
for industrial enterprise, regardless of whether the 
security offered is personal property or real estate. 
The external activities of the Bank have been 
numerous and important : it has raised various 
loans in Europe and the United States of America, 
partly on its own bonds and partly on behalf of 
the South Manchuria Railway and the cities of 
Tokio and Yokohama; it has participated in the 
" Nishihara ~· loans to China and has invested 
further funds in that country tllrough three 
Japanese "development companies"; and, finally, 
it participated in the formation of the Bank for 
International Settlements at Basle. The activities 
of the Industrial Bank in Japan proper have ranged 
from the underwriting of debentures of Japanese 
industrial companies, and in particular those of 
public utility companies, to the granting of a 
short-term loan to the City of Tokio in December 
1929, and of another loan a year later to the 
Tokio Stock Exchange Brokers' Association .. 

The savings banks (column (3) of the table on 
page 196) are among the oldest banking institutions 
in Japan, the first having been foWlded in 1880. In 
the decade following the passing of the first savings 
bank law in 1893, their number increased from 24 
to 469 and their deposits from 6 to 61 million yen. 
This rapid growth continued uninterruptedly 
froni· 1903 to 1920, when they numbered 661 and 
held deposits amounting to 1,843 million yen. 
During the post-war depression, however, numerous 
runs on the smaller institutions took place and 
funds were transferred to the postal savings system. 
A new and more restrictive savings bank law was 
put into effect at the beginning of 1922. Savings 
banks were required to be licensed by the Ministry 
of Finance, the liability of the directors was made 
unlimited, and deposit as security with the Ministry 
of Justice of Government and other securities 
equivalent to not less than a third of theif total 
deposits was rendered obligatory. This stipulation 
may also be fulfilled by the deposit of funds with 
the Treasury Deposit Bureau. The following 
statement shows the development of the savings 

1 These ar. the- Hypothec B:mk of Japan, nineteen "agriculbual " and u industrial " banks, Hokkaido Colonial 
D>nk, and t~ lndu•trial funk of Japan. 
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bank system since 1913 : 

1913 • 
1920 • 

1925 . 
1927 • 
1929 . 
1930 • 
1931 • 

Number 
ol 

banks 

648 
661 
133 
113 
95 
90 
88 

Deposits 
in ven 

(ooo,Ooo's) 

356 
1,84] 

90S 
1,102. 

1,422 

'·539 
1,636 

In spite of the reduction in numbers which 
followed the enactment of the Savings Bank Law 
in 1922, the savings banks have gyown so rapidly 
in strength since that year that total deposits 
placed with 88 banks at the end of 1931 nearly 
reached the level of deposits placed with 661 banks 
at the end of 1920. At the end of 1931, the 
savings banks accounted for 10.5 per cent of all 

. deposits in Japan and 15.1 per cent of deposits in 
the banks proper. Since the enactment of the law 
of 1922, the savings banks have shifted from loan 
and discount activities to investment in securities. 
At the end of 1931 their security holdings amounted 
to 1,014 million yen, as compared with 2,929 millions 
held by the ordinary banks and 1,012 millions held 
by 26" special "banks. The State has encouraged 
the development of the savings banks by gyanting 
them certain alleviations, including the remission 
of half the prescribed rate of business profit tax. 

The postal savings and postal-transfer system is 
at least as important an element of the Japanese 
credit system as the savings banks. Deposits with 
the post office constituted at the end of 1931 about 
16 per cent of all deposits in Japan and represented 
the savings of over 38 million people, or over half 
the total population of Japan. The postal savings 
system developed rapidly in the ten years ended 
March 31st, 1923, deposits rising from 191 to 
995 million yen, and the number of depositors 
increasing from 12 to 27 million. Its growth in 
the next ten years was rapid and was stimulated, 
in particular, by the banking crisis of 1927 and 
the uncertainty resulting from the economic 
depression ; by the end of March 1933. deposits 
had risen to 2,768 million yen and the nuinber of 
depositors to nearly 40 millions. The employment 
of these deposits is entrusted to a: governmental 
institution created for that purpose, the Treasury 
Deposit Bureau (column (5) of the table on 
page 196). The Bureau invests 1 the postal 
savings and certain funds transferred from 
special accounts of the Government to the extent 
of some 6o per cent in public securities, and the 
remainder is used to purchase · principally the 
debentures of the " special" banks and industrial 
" development companies". · 

Trust companies (column (7) ol the table on 
page 196) date back to about 1900, but in their 
~resent form they are the result of special legisla
tion passed in 1923. Their rapid growth in recent 
years has been due to two principal factors : the 
banking crisis of 1927, which led the public to 
seek gyeater safety for their deposits than that 

· offered by the commercial banks, and the fact that 
the "guaranteed yield" of the companies on " cash 
trusts "-a form of long-term deposit - is higher 
than the interest allowed by the banks on deposits. 
These two factors have induced such a transfer of 
funds from the smaller banks to the trust compa
nies that the latter have at times found it difficult 
to invest their funds profitably. The importance 
of these companies from the banking point of 
view resides chiefly in the competition for deposits 
between them and the smaller commercial banks. 

Other institutions not included in the table on 
page 196 are the credit associations, the central 
bank of co-operative societies, the mutual credit 
societies, and the branches of foreign banks 
operating in Japan. Foreign banking in Japan is 
carried on by about eleven banks of seven different 
countries. Statistics of their transactions in Japan 
proper are not available, with the exception of a 
few figures relating to the number of branches, 
capital and deposits. The total number of 
branches, which was 18 in 1922, increased to 24 in 
1927 and declined to 17 in 1931. The capital and 
deposits of the foreign banks operating in Japan in 
1927 are estimated at 7 and 69 million yen re
spectively, and for 1931 at 5 and 55 million yen 
respectively 1• 

• •• 
The ordinary or commercial banks proper are 

essentially the descendants of three types of 
commercial banking institutions existing prior to 

, the banking law of 1893. The first of these, the 
" exchange companies ", were established with 
Government assistance in the leading commercial 
centres in Japan in 1868 ; their principal functions 
were to receive deposits, to issue notes and to 
make loans. In 1873 they were superseded by 
" national banks " set up on the lines of the 
national banks in the United States of America. 
These institutions were authorised to conduct 
general banking business, and to issue notes at 
first up to 6o per cent of their capital, and later 
up to 8o per cent, when the bank-notes were made 
exchangeable into inconvertible State notes. At 
first, a cover of 40 per cent was to be held in specie. 
By this means it was hoped to withdraw from 
circulation a large proportion of the inconvertible 
State notes and to replace them by convertible 
National Bank notes. The latter, however, were 

1 See the Fifl4ncialand Econllmic An•ual of Japa" for a dehiled balance-•heet of the Treasury Deposit Bureau, 
1 Tht Japa,.-Manchukuo Ytar-boolt for I934. page 343· 
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converted into specie as soon as issued, and the 
gold thus obtained was exported as a result of the 
ad,·erse balance of trade. As in these circumstances 
the banks could earn with difficulty a profit, only 
a few were established; they grew in number, 
however, after the bank-notes became inconvertible 
in 1876. The increase in the national banks' note 
circulation was so rapid that in 1879 their further 
issue, as well as the establishment of additional 
national banks, was prohibited. At this date 
there were 151 national banks with an aggregate 
capital of 40 million yen. Owing to the limitations 
put on the national banks, private banking 
developed rapidly; by 1883 there were 1,093 
private banks with an aggregate capital of 900 mil
lion yen. After the banking Ia w of 1890 and more 
especially the banking consolidation law of 1896, 
most of the " national " and private banks were 
converted into joint-stock ordinary banks ; a few 
became savings banks. 

The growth and consolidation of the ordinary 
banks since 1887 is illustrated by the following 
table, which covers all ordinary banks operating in 
Japan and the Japanese branch of the Bank of 
Chosen 1: 

Total of paid-up Ad van-
Sumhfor Paid-up 

capital, reserves ces, 
End of of head capital 

and deposits loans 
lh~ year offices and Dt·posits 

Average 
and 

resenrt-s dis-
Total per counts 

bank -- --
Yen (ooo,ooo's) 

1887 221 19 22 41 O.IQ -
18<)3 004 31 38 69 0.11 -18<)8 1,444 189 287 476 0.33 434 
1903 . 1,754 309 566 875 0.50 715 
1908 1,635 395 938 1-333 0.81 1,086 
1913 1,614 514 1·444 1,958 1.21 1,650 
1918 '-571 673 4.622 5.295 3-37 4-132 
1923 1,698 2,011 7-726 9,737 5-73 7.988 
1928 1,028 1,964 9.253 11,217 10.91 7.497 
1932 535 1,741 8.255 9.996 18.68 6.546 
1933 516 1,702 8,816 10,518 20.J8 6,671 

In 192~ the number of banks rose from 1,327 to 
~·799. OWlllg to the transformation of savings banks 
mto ordmary banks following the enforcement of 
the Savings Banks Law. While the number of 
banks has fallen since then, the average number of 
branch~ per ordinary bank rose from 4.1 in 1927 
to 6.7 m 1931. 

Of the post-war events which influenced the 
development of the commercial banks, the first was 
the speculation which took place in the second half 
?f 1919 and early part of 1920, and was reflected 
m a sharp ru.e in banking resources and turnover 
The break ~ the stock market and in prices which 
took place m ~larch 1920 was accompanied by 

the failure of one important bank and runs on 
other banks. In order to avoid more dangerous 
developments, the Bank of Japan and a syndicate 
of important banks stepped in with liberal credit 
grants. I With the exception of a short-lived 
speculation in the middle of 1921, business became 
increasingly stagnant until November 1922, when 
a banking panic broke out with the suspension of 
two important banks. More than ten banks 
suspended payments and others had to meet large 
withdrawals of deposits. The Bank of Japan again 
discounted freely, its bill portfolio rising from 
73 million yen on November 18th to 284 millions 
on December 16th, 1922, and its note circulation 
from 1,069 to 1,345 million yen during the same 
period. 

It was in these conditions that the earthquake of 
September 1st, 1923, occurred. This calamity is 
estimated to have cost Japan about an eighth of 
its total national wealth. Among its visible effects 
was the destruction of the offices of seventy-six of 
the eighty-four associated banks of Tokio, and 
the almost complete paralysis of the monetary 
mechanism. The Bank of Japan, the Industrial 
Bank of Japan, and the Hypothec Bank began, 
however, .with the guarantee or assistance of 
the Government, to extend liberal credits to 
municipalities, industrialists and merchants of the 
derelict areas on the pledge of what came to be 
known as " earthquake " bills. These bills were 
to be redeemed by September 30th, 1925, but their 
currency was extended twice to September 30th, 
1927. This relief activity on the part of the central 
and " special " banks made itself felt in the 
balance-sheets of the " ordinary " banks, which 
show a rapid increase from 1923 to the end of 
1926. The three years following the earthquake 
were charactensed by easy money conditions and 
by large foreign borrowing by the Government for 
conversion and reconstruction purposes. 

The ~onditions left by the crisis of 1920-21, the 
congestion of earthquake bills, the losses on 
" froz:n " loans i~ China, and the heavy decline in 
th_e _pnce of raw silk,_ all contributed to the banking 
~ns1~. of 1927, which was precipitated by the 
mab~hty of the Bank of Taiwan to collect the 
credit of 300 million yen granted to the Suzuki Co., 
the largest Japa?ese firm trading in raw materials. 
Several bank fail':'res had occurred early in 1927. 
The Bank of Taiwan closed its doors for three 
weeks on April 7.~h, and the general panic forced 
ot?er and more unportant institutions to follow 
suit. On April 22nd a three weeks' moratorium 
was decreed on all domestic payments, and five 
days later two laws (Nos. 55 and 56), authorising 
the_Ba?k ~f Japan to grant special accommodation 
to mshtuhons in Japan proper and outside, were 
passed. The extent of the relief granted under 

•. · 
1 

Sot: acE.- For dates prior to 1913, the Financial and Economic Ann" 1 f -
J.:pan, . .,.. Btnk ..... of'. (/f .. p:q.tt· X.~_ For otlu·r \'t·ar<t if!l.d vol••m· f a o 1901 and 1911, alii quoted in BRATTER's 

• • • .. t s or IQ24 ant1 JO.l). -
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Government auspices in this and in the earthquake 
crisis may be seen from the annual turnover of 
discounts and the amounts in the portfolio of the 
Bank of Japan of all bills made eligible for discount 
by the emergency legislation of 1923 and 1927 
shown below : 

192J . 
1()26 • 

1927 . 
1928 . 
IYJ3 • 

Amount in the 
portfolio of 

Turnover the Bank at 
of disoounts the end ()t 

the yt'.lt 

Yt•n (ooo,ooo's} 
2 71 134 
783 '59 

2,8ol 403 
4.6oo 649 
J,I05 552 

The emergency credits thus extended by the 
Bank of Japan are reflected in increases in its note 
~irc~~ation and sight liabilities. The potential 
habihty of the Government incurred on account of 
the banking crisis amounted to 907 million yen and 
consisted of the following items : 207 million yen 
of Government bonds for the liquidation of 
" earthquake " bills outstanding, the guarantee of 
soo million yen of the advances of the Bank of 
Japan in Japan proper, and the guarantee of the 
200 million yen advance made by the Bank of 
Japan to the Bank of Taiwan. 
. When the moratorium referred to above expired, 
1t was found that 230 banks had suspended business; 
about 200 of these, however, were reopened. The 
deposits of the banks which remained closed 
amounted to goo million yen. The other banks 
were authorised to write down their capital and 
reserves to the extent of their losses. A new bank, 
the Showa Bank, was organised to absorb those 
institutions which were unable to meet their losses, 
but which none the less, in the opinion of the 
Government, deserved to be kept going: In the 
following months the Government pursued its 
policy of promoting amalgamations and, by the 
end of 1927, 134 more banks disappeared as 
independent institutions through this process. 
Bet_ween the month of the panic and 1\Iarch 1929, 
567 banks had been reorganised in one fonn or 
another. 

The effects of the banking crisis are not easily 
discernible from the balance-sheets of the ordinary 
banks for 1928 and1929, which show relatively small 
changes as compared with 1<j27. The diminution in 
capital and reserves in 1928 was small, despite the 
disappearance of 252 banks, and deposits were 
much higher than in 1927. In 1929 there was an 
increase in capital and reserves and only a slight 

fall in deposits, despite the di,.;tppcaranct• of 
another. 150 banking units in that year. On the 
assets stde there <_><:curred a shift in 19.?~ and 1929 
from loans and discounts to securitics. 

• • • 
Apart ~rom the special laws and rt>gulations 

under wh•ch the " special " banks, the s1n:ings 
bank~, t_he trust companies, the co-operative credit 
assocmhons and mutual loan societies were creatt•<l 
and continue to o~rate, t.he ~ost important piece 
of Japanese bankmg legtslatton is Law No. 21, 
passed on 1\larch 3oth, 1927, and put into effect on 
January 1st, 1928. Banking laws and rc!,'lllations 
had been promulgated in 1872, ~~~3. I89o ami 
1896; but the Law of 1927 r!'presents the most 
recent and complete general banking law of Japan. 
The new law defines banks as concerns which 
accept deposits, make loans, discount hills of 
exchange, or conduct exchange transactions. Their 
establishment is conditional on the authorbation 
of the lllinister of Finance and they must, as a rule, 
possess a capital of at least one million yen, 
although two million yl'n are required in T~kin 
and Osaka, and less than one million in small towns. 
Banks are strictly limited in their activities and 
may not engage in business other than banking 
without the written approval of the Minister of 
Finance. The law further places under the control 
of the 1\Iinister of Finance such matters a~ thr 
submission of semi-annual reports, the publication 
of quarterly reports, examination of the position, 
when necessary, by officials of the Government, 
auditing and procedure for liquidation or 
amalgamation. Finally, in respect of foreign 
banks, the law establishes special provisions, which 
were issued on Novemb(•r 15th, HJ21l, by Impt•rial 
Ordinance No. 328, and differ little from those 
relating to domestic banks, except as regards the 
capital requirements, which are lower. 

• • • 
The attached balance-sheet summary, which 

covers all " ordinary " banks operating in Japan, 
and in addition the Tokio Office of the Bank of 
Chosen and the " ordinary " banks of Formosa, is 
based on statistics furnished by the Financial 
Representative of the Imperial Government in 
London, by the London Agent of the Bank of 
Japan, and by the Director of the Research 
Department of the Rank of Japan. 



COMMERCIAL BANKS ("Ordinary Banks"). 
Table 38 (a) 

UP . .\..~ 

SDI.MARY OF POSITION AT THE END OF 

ACCOl"NTS 
I925 I927 1929 1930 193I I932 1933 

---1---
----------·-----1 

Xumber of : Banks 
Branches. 

ASSETS. 

I. Cash . . . . . . . . . . . . . 
(a) Gold, silver and small coins . . . . 
(b) Domestic notes and balances with 

Central Bank . . . . . . . . 
2. Other Items of a Cash Nature . . . . 
J. Bills discounted and bought. . . . . 

(a) Treasury bills . . . . . . . 
(b) Commercial bills, Inland . • .. 
(c) Commercial bills, Foreign. . . 

4· Investments and Securities . . . . . . 
(a) Government. . . . . . . 
(b) Other. . . . . . . • 

5· Participations . . . . . . . . . . . 
6. Due from Banks (Correspondents) . 

(a) At home • . . . ..... 
(b) Abroad . . • . . . . . . 

7· Loans and Advances. . . . . 
(a) On current account . . . 
(b) Other. . . . . . . . 

666 

I 70 
2,05I 
I, I 7 I 

88o 

1,I76 

208 

2,59I 
1,432 
I,I59 

Yen (ooo,ooo's omitted) 

201 

],323 
I, 750 
1,573 

143 
J,I27 
1,624 
1,503 

537 

292 
7I2 

564 

148 
2,929 

• 1,448 

1,48I 

557 

327 
82I 

663 

158 

2.94I 
1,492 
I,449 

I63 84 78 83 8. Cover for Acceptances . . . . 
9· Premises, etc. . . . . . . . . . 33I 

343 
4I7 406 426 432 434 

Io. Sundry Assets . . . . . . 
• 12,727 

411 -:-=-::2:=0~9l"'7C:-::'I 5:-::9 I 70 I 59 
12,876 12,878 11,943 11,336 11,261 

1--'--11--'--II. Total Assets. . . 

LIABILITIES. 

I2. Capital paid up . . . . . . . . . I,50I I-482 
I]. Reserve Funds. . . . . . . . 627 629 
I4. Profit and Loss, Undivided Profits, etc. I7I 157 

q6 
Ij. Cheques and Drafts in circulation. . . . - -
Io. Due to Banks (Correspondents) . . . .: I - -

(a) At home . . . . . . . - -

I,296 
590 
119 

66 

I,249 
536 
I04 

35 

I,2I7 
53 I 
114 

5I6 
4,02I 

354 
89I 

726 

165 

3.325 
r,85o 
1·475 

85 
4I8 
205 

11,681 

I,I87 
5I5 
118 

44 

(b) Abroad . . . . ' . ' - - J46 
9·292 
1,794 
I,973 
5.142 

66 
8,7]8 

35 36 44 
I7. Deposits . . . . . . . . . 8,727 9,028 

(a) Current accounts. . . . I,96I 2,042 
(b) Savings accounts. . . 1,844 1,875 
(c) Time deposits . . . . . ·I 4,449 4,642 
(d) Other deposits. . . . . . . j 473 469 

I8. Rediscounts and Other Borrowings . . . 1,043 947 
I9. Acceptances and Endorsements . . . - -
20. Sundry Liabilities . . . . . . 658 634 
2I. Total Liabilities . . . . . . . . . . . .

1

12,727 12,876 

22. Value of currency in Swiss francs at the end 
of each year. . . . . • . • . . . . . , 2.23 2.39 

383 
889 
I6] 
279 

12,878 

2.5I 

8,269 8,]I9 8,8I6 
I,6o6 
I,80j 
4.963 

36! 

827 8I7 7I2 
84 78 83 

223 248 249 
11 '943 -:1:-:1-:,3:-:.:3-:6 1_1_1_,2,_6:...:.1 

2.I7 I.08 

665 
85 

25I 
11,681 

I.OI 
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ORDINARY BA~KS. Tuble 3~ (b) 

Sl'l\f:\IARY OF PROFIT·AXD·LOSS 
AC\Ol1XTS AXD DISTRIBL'TION OF 

ACCOl'NTS PROFITS FOR THE YEARS : 

1925 1927 l<)lQ 1930 1931 19Jl 

Number of Banks. . . . . . . . . . . . . 1,537 1,28] 881 ]82 683 538 

Yen (ooo,ooo's omitted) 

Capital paid up. . . . . . . 1,501 1.481 I,JSI 1,296 I ,249 1,217 
Reserves. . . . . . . . . . . . . . . . 62] 629 ho4 5!)0 536 5JI 

I. Gross Profits . . . . . . . . . . . . . . 1,218 1,336 1,022 997 837 829 

To be deducted: 

2. Expenses . • • . . . . . . . . ' . . 
(a) Salaries, etc. . . . . . 
(b) Other working expenses . . . . • . 
(c) Taxes, etc .. . . . . . . . . 1,168 8!)8 R75 Ro1 745 

3· Reserved for Pension Funds, etc .. . . . 
4· Written off on (Depreciation Accounts) 

(a) Premises, etc. . . . . . . . • . . 
(b) Investments and securities . . 
(c) Other assets . . . . . . . . . . 'I 

5· Remaining Net Profit or Loss (-). . . . . . . 187 168 124 Ill 36 86 
6. Carried forward from preceding year . . . 93 91 75 hs , uR 78 
7· Taken from Reserves or Capital . . 22 10 18 30 ! 

8. Total Amount disposed of for Dividends, et~ ... 302 269 217 217 164 164 

9· Carried to Reserves . . . . . . . . . • 69 64 42 29 26 32 
IO. Dividends·. . . . 127 105 95 84 72 68 
II. Other purposes . . . . . . . II 8 7 5 3 4 
12. Carried forward to following year . 96 92 73 63 6] 66 

-
IJ. Total as above . . . . . . . . . 303 269 217 181 164 170 

14· Value of currency In Swiss francs at the end 
of each year . . . . . . . . . . 2.2] 2.J9 2.51 2.56 2.17 1.08 

I I 

Bnlance-shrrt Summary. 

I. Cash. 
The detailed composition of this item (cash on 

hand) is not shown, but it consists of notes and 
coins and cheques and coupons due, while balances 
with the Central Bank are included in the figures 
given under (2) " Other items of a cash nature ". 

2. Other Items of a Cash Nature. 

The figures shown represent " balances with 
other banks " (presumably including those with 
the Central Bank). To the extent that these 
balances are held with other ordinary banks, they 
obviously involve a double counting from the point 
of view of the commercial banking system as a 

whole. As from 1930 the item includes insignificant 
sums of " bullion and foreign currency " (less than 
half·a-million yen) which were not shown separately 
prior to that year. 

J. Bills discounted and bought. 
The detailed composition of this item is as 

follows : 

Yeo {ooo,ooo's) 1()27 ll)lC) 1()30 ICJJI I CJJ2 

-- -- -- ----
Discounted bills • . I,O'Jft 7(•1 5'Jl 5l:l 002 

Documentary bi lis . 78 I•S 37 42 61 
Foreign bills. . . 208 201 142 148 158 

-- ---- --
Total. . . 1,384 1,027 771 712 821 
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The docunwntary bills arc bills drawn upon 
consignt'<'S of goods and to which shipment papers 
are attached. Government bills are not shown 
separately. The proportion of foreign commercial 
hills in total discounts has increased noticeably 
since 1919. These foreign assets are largely 
counterbalanced by liabilities in foreign currency 
(shown separately only as from 1928) the amounts 
of which are given under 16 (b) in the Summary 
Table. 

4 and 5· ltnoes/ments and Securities.- Participations. 

Government securities comprise both central and 
local government bonds, and " other " securities 
include bank and corporation bonds, shares and 
foreign securities as shown below : 

Yrn (ouo,ooo'~) ltJZ7 IQ2Q 11)]0 1()31 1()32 

---- ------
Central Govt"mmf'nt 

bonds t,toz 1.438 1,]13 I, 146 1,2 [0 

Local govc..·rnmt>nt 
bonds 331 ]II ]II ]02 282 

Bank and corpora-
tion bonds j27 I, I 51 1.138 1,1..0 1,125 

Shart-s . ]Q9 393 331 ]04 ]02 
Fort>ign securitit'S Jl JO 34 37 22 

·I 2.591 
---- -- --

Total. ],323 ],127 2,929 2,941 

It will be noted that the proportion of securities 
o_ther than Government bonds has increased sharply 
smce the war; they accounted for over half the 
agi,'Tegate investment portfolio in 1931, as compared 
with a third in 1913. 

Panicipations are not shown separately in the 
balance-sheets. 

7. Loans and A dva11ces. 

The composition of loans and advances, according 
to the nature of their collateral, is shown in detail 
below : 

Yru (noo,ooo'.;;) l1)l7 II}ZC) 1C)JO 11}31 1()32 -- ------ --
Loans on: 

Government and 
local govern· 
ment bonds. . 210 196 220 202 188 

Bank and Corpora-
tion bonds and 
other aecuritit"S. 434 445 502 518 471 

Shart"'S . 1,932 1.633 1,412 1,343 1,374 -- --- -- --
Total loansonsecu-

rities. • 2.576 2,274 l, IJt 2,o6J 2,0]3 

Loans on: 
!tolerchandise 25'1 2]9 172 188 161 
Land and buildings 1,500 1,496 1,491 J,.pl 1,314 
Otht"r et•lla.teral 323 412 423 469 47' -- ---- -- --

Total loami against 
other Cltllateral 2,142 2,14] 2,086 2,0j8 l.<)t6 

Penonal credits . 2,286 z,r6s 2,173 2,045 1,946 -- --
Grand Total. 7-004 6.s86 6,]93 6,r86 5.9]9 

In the statistics supplied by the London Agent of 
the Bank of Japan, overdrafts are given separately 
for all the years under review, and call loans since 
19..!9, as shown below : 

Yen (ooo,ooo's) 1Ql7 l<)ll} ltJJO 1931 JC)12 

-- ------ --
Call loans. ... 165 203 r55 320 
Overdrafts I, 141 919 848 847 Boo 
Other loans . s.so4 5.502 5.]42 s.r84 4,8r9 

--
Total. 7.005 6,586 6.393 6,r86 5.939 

A somewhat more detailed classification on the 
same lines is given in the statistics relating to the 
Tokio Clearing House banks, whose loans and 
advances in :\lay 1929 were composed as follows : 
Call loans 4 per cent ; overdrafts 14 per cent ; 
advances on bills 63 per cent ; other loans 19 per 
cent. 

8. Cover for Acceptances. 

See note to group 19 below. 

10. · Sundry Assets. 

This item consists of the net loss suffered by 
certain banks, securities loaned and other transitory 
accounts. 

16. Due to Batiks (Correspomienls}. 

Ordinary correspondent accounts are not shown 
separately. The sums given under {b) represent 
" Foreign Exchange " liabilities, which are shown 
separately only since 1928 (data supplied by the 
London agent of the Bank of Japan).-

17. Deposits. 

There are in Japan four principal kinds of 
deposits. The most important and popular kind 
is the time deposit. They are, in principle, payable 
only after six months, though the banks could -
until a recent agreement between banks stopping 
this practice - permit their withdrawal before the 
expiration of this period if the depositor consented 
to aecept, for the period during which the funds 
had remained on deposit, a lower rate of interest 
than that applicable to time deposits. The smaller 
banks often keep part of their cash reserves in 
such accounts with the Tokio and Osaka banks. 
Individuals and corporations often maintain idle 
balances in. fixed deposit accounts awaiting 
favourable mvestment opportunities. A second 
important type of deposit is the " special current 
account ". which corresponds to the savings 
accounts with the commercial banks of several 
European countries .. This type of deposit (on 
passbooks), for the withdrawal of which no special 
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accounts are given in their original detail for the 
years 1927-1930 : 

JAPA:s

notice; IS required, is most popular with salaried 
persm_ts ... The ~hird important type is the "current 
deposit ~ wh1ch corresponds to the chequing 
account m ot!ter countries. The ordinary banks 
keep funds with the Bank of Japan in this form 
for. inter-bank settlements, and merchants 
mamt~m sue~ deposits with the ordinary banks 
as active busmess accounts ; the rate of interest 
on them _is very low. " Deposits at notice " 
ar_e essentially demand deposits which may be 
wtthdraW? at three days' notice. They are usually 
the depos1ts of merchants. What are described as 
" ordinary, deferred, or fixed savings " are the 
deposits of savings banks which have been absorbed 
by the ~rdi?ary banks, and are received only until 
the exp1rat1on of the contracts of the depositors 
of the f?rmer .. Until the end of 1927, deposits 
of pubhc bodws and authorities were shown 
separately ; they are now included in " Other 
deposits ". In group 17 of the Summary Table, 
the " current deposits " and " deposits at notice " 
are given under (a); the " special current 
deposits " under (b); the " fixed deposits" 
under (c); and "public deposits", "ordinary, 
deferred or fixed savings " and " other deposits " 
under (d) . . 

\"("u (ooo,ooo's) 1••27 ltlZ~ ltJZtl I ltt.\U 

In the following statement, which has been 
supplied by the Financial Representative in London 
of the Imperial Government and which, while 
being more detailed, relates to a somewhat smaller 
number of banks than that covered by the statistics 
compiled by the Bank of Japan, the various deposit 

F ix<·d deposits , • . . , 
Special current dc.·posits . 
Currt"nt dt"pos.its • • . . 
lleposi ta at not ice . 
Public deposits. • . 
Ordinary. dd...-n·d ;md 

fixed savings . 
Other dcposi ts . . 

Total . 

4,(>42 
1,8;5 
I,J88 

b.r; .. 
101 

-- --
4.986 5.144 
I,<)J8 1,973 
I,JJI 1,247 

611 546 

21 II> 

18. R,·discounls atl<l 0/il(r Bm•ro,,·ittgs. 

This item is composed as follows : 

(all Olht·r 
Yt·n (tKH.!,ooo'.,) 111011t"V 

htlrrt,wt·d btlfl'tlW111~' 

---
1929 107 'j~h 

It)JO IOJ 7•6 
1931 

: I 
77 740 

19J2 8<) MJ 

19. Accept<mces and En<lorsemenls. 

4-•16.1 
1,&>7 
1,10 .. 

503 

II 
-.!jl 

T11tal 

HI:!• I 
H27 
817 
710 

Acceptances are given S<'para tely only as from 
1929 .. Prior to that year they are included under 
" other occounts ". in sundry liabilities. 

20. Suntlry Liabilities. 
This item consists of securities 

other transitory accounts. 
borrowed and 

Summary of Profit-and-Loss Accounts. 

The profit-and-loss Summary Table is compiled 
from half-yearly data provided by the London 
agent of the Bank of Japan, such accounts being 
available. only in the vernacular. The banks 
covered by this table and by the Summary Balance
Sheet Table for the years 1927, 1928, 1929, 1930 
and 1931 are identical. 

The Japanese profit-and-loss statistics are not 
readily adaptable to the form used here. The 
Summary Table is established in the following 
way : By working backwards from items 13 
to 9, for each of which individual figures are 
available, item 8, " Total Amount disposed of for 
Dividends, etc.", is obtained. Item II, " Other 

Purposes", represents the" bonus and allowances ' 
of the original figures. " Remaining Net l'rolit or 
Loss ", item 5 of the table, has been obtained by 
subtracting from item 8 the sum of items 6 and 7. 
" Carried forward from Preceding Year" and 
"Taken from Reserves or Capital" respectively, for 
which separate figures are likewise available. The 
lump-sum figures for " Expenses ", " Depreciation 
Accounts", "Pensions Fund", etc., have similarly 
been arrived at by subtracting from the original 
data on " Gross Profits " the sum representing 
" Net Profits ", The figures so obtained for items 
2 to 4 correspond fairly closely to an item given 
in the Japanese as " Gross Loss for the Year". 
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.. H:STRALIA ... L'\"D NEW ZIULAND. 

Gcrwral Introduction. 

The connection between the commercial banking 
svstems of Australia and New Zealand is very 
ciose ; of the six banks operating in New Zealand, 
four are primarily Australian institutions, and one 
of the two New Zealand establishments also carries 
on operations in Australia. All the important 
banks operating in both countries have either their 
head offices or important branches in London, 
where large balances accrue and are drawn upon in 
financing the external trade of the two Dominions ; 
in the annual reports of these banks, however, no 
distinction is made between assets held in or 
liabilities due by the Australian and New Zealand 
offices, on the one hand, and the accounts relating 
to the offices situated outside each Dominion, on 
the other ; nor are inter-branch balances due from 
non-Dominion to Dominion offices or those due by 
Dominion to non-Dominion officesshownseparately. 
The official banking statistics published in Australia 
and in New Zealand include only the accounts of 
the offices situated within each Dominion and are, 
therefore, not sufficiently complete to give an idea 
of the true position of the banks as a whole, more 
especially as the greater part of the aggregate 
capital and reserves is shown in the accounts of 
London head offices, which are excluded from the 

Dominion statistics. The bairks having their head 
offices outside either Dominion, and thus, from the 
point of view of accountancy, holding their capital 
and reserves abroad, are not required specially to 
earmark any part of these funds for the account of 
the branches in the Dominions, where, in fact, the 
bulk of their operations are carried on. 

For these reasons the plan is followed, in the 
present chapter, of first treating the Australian and 
New Zealand banking systems individually and 
then showing the movement in banking in the two 
Dominions as a whole. Separate summary tables 
are given for each country, with detailed notes to 
each table ; in each case these tables show only 
the assets and liabilities of the banking offices 
within the Dominion and exclude completely 
capital and reserve accounts. A separate summary 
table for Australia and New Zealand combined is 
then presented ; this table, which is based on the 
complete annual balance-sheets of all important 
banks, covers all business in Australia, New 
Zealand, London and elsewhere, and also includes 
capital and reserve accounts. A summary table of 
the profit-and-loss accounts of these banks, based 
on statistics published in the Economist, is also 
shown. 

AUSTRAL!! 
Introductory Note. 

The outstanding banking developments in 
Australia during 1933-34 were (as the following 
summary of the accounts of the principal trading 
banks shows) a sharp rise in cash reserves and 
deposits, a small increase in discounts and advances, 
and a slight decline in public securities. 

June quarter 
1932 1933 1934 ~A (ooo,ooo·s) 

r. Cash: 
(a) C-Oin and bullion. 2.0 1.9 1.9 
(b) Australian notes. 18.7 15.8 I.J.O 
(') B.'llanct-s with Com-

monwealth Bank • 19.1 23.6 38·4 
2. Government and muni-

cipal securitits . , . , 43-7 52.8 52.1 
J. Di.l~Counts, advances, etc. I 229·3 234-1 237-0 
4· D•posrt.~: 

(a) Interest-bearing. 
(b) )\on-interest-

189·9 185·7 198·3 

bearing. . . 87·' 89.0 101.4 

The increa.o;e of £ A 12 million in cash reserves in 
the year ending June 1934 and of £A 25 million in 
curre_nt accou~t ~nd time deposits reflects chiefly 
the mcrea.-.e m mcome resulting from the rise 
m the price of wool, which raised the value of 

Australian exports in 1933 by some £ A 20 million. 
The London exchange received in payment of 
exports was sold to the trading banks, who sold 
it in tum to the Commonwealth Bank, thus 
increasing the London balances of the latter, the 
balances of the trading banks with it, and the 
deposits of the exporters with the trading banks. 

The increase in deposits with trading banks was 
particularly marked in the case of current, or 
non-interest-bearing, accounts, which amounted to 
51 per cent of time deposits at the middle of 1934, 
as compared with 47 per cent a year earlier. 
Further evidence of the increased activity of 
deposit accounts is to be found in the figUies for 
bank clearings in the six capital cities, which rose 
from a monthly avera~e of£ A 29.8 million in the first 
half of 1933 to a monthly average of£ A 34-5 million 
in the first half of 1934. 

In view of the more favourable business 
conditions reflected in these and other relevant 
s~ati~tics, it would seen_r that the relatively slight 
nse m advances shown m the above table must be 
a~cribed to the fact that the liquidation of old 
debts largely counterbalanced the fresh credits 
extended by the banks. The slight fall in secUiity 
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... 

ACCOUNTS 

Number of Banks. . 

As~ETs. 

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

Bank . . . . . . . . . . 
2. Other Items of a Cash Nature ..... 
3· Bills discounted and bought. . . . 

(a) Treasury bills . . . · . . . . . . . 
(b) Commercial bills, Inland. . . 
(c) Commercial bills, Foreign. . . . . . . 

4· Investments and Securi tics, . 
(a) Government .... 
(b) Others. . . . . . . 

5· Participations . . . . . . . . . . 
6. Due from Banks (Correspondents). . 

(a) At home. . . . . . . . . 
(b) Abroad ......... . 

7· Loans and Advances. . . . . . . . . 
(a) On current account . . . . 
(b) Other . . . . . . . . . . . . . . 

8. Cover for Acceptances . . . . . . 
g. Premises, etc. . . . . . . . . . . 

Io. Sundry Assets . . . . . . . . . 
II. Total Assets . . . . . 

LIAH!LlTIES. 

I2. Capital paid up . . . . . . . . . 
IJ. Reserve Funds . . . . . . . . . . . 
14.' Profit-and-Loss Accounts, Undivided Profits, etc. 
15. Notes in Circulation . . . . . . . . . 
I6. Cheques and Drafts in Circulation . 
17. Due to Banks (Correspondents) . . . ... 

(a) At home . . . . . . . 
{b) Abroad . . . . . . . . . 

IS. Deposits . . . . . . . . . . . . . . . . . . . 
(a) Current accounts and sight deposits .•. 
(b) Savings accounts . . . . . . . . . . . 
(c) Time or fixed deposits ....... . 
(d) Other clept;sits . . . . . . . . • . 

I9. Rediscounts and Other Borrowings . . . . . 
20. Acceptances and Endorsements . . . . . . • . 
21. Sundry Liabilities. . . . . . . . . . . 
22. Total Liabilities. . . . . . . . .•..... 
23. Value of currency in Swiss francs at the end 

of June of each year. . . . . . . . . . • 

SU?.Illl-\RY OF POSITION : A VER\GES 
FOR QL'ARTER ENlJING JUNE JOTH : 

1930 1931 1932 1933 

II II 10 10 IO 

£A (ooo,ooo's omitted) 

53·2 4<J.8 41·3 SJ-3 

19·3 

262.8 

7·6 

333.3 

2.0 

51.2 
I.3 

21.5 

2.9 

!!.o 

328.2 

0.2 0.2 
2.8 2.3 
2.7 z.s 

2]0.0 262.8 
89.8 8J.J 

J80.2 J8J.7 

275.7 266.8 

2.0 

47·8 
1.3 

43·7 

3·8 

229·3 

S.o 

335.9 

0.2 
2.1 
1.3 

283.6 

I4·93 

1.9 

52.8 

3·7 

S.o 

341.3 

1.9 

51.4 
1.6 

52.I 

3·5 

237·0 

8.2 

355.6 

0.2 0.2 
2.I 2.4 
I.2 I.3 

27].6 299·7 
89.0 101.4 

J88.6 l\18.) 

- -- -- -
281.1 303.6 
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holdings from£ A5z.8 to£ A52.1 million is duetl>the 
fwtding of Treasury bills to the amount of 
£..\5.2 million out ol the Joan issued in November 
1933 and to the amount of£ A3.5 million out of the 
Joan issued in Jnne 1934. The banks did not take 
up enough of these loans to offset the retirement of 
Treasury bills held by them. The ordinary banks' 
aggreg-ate holding of Treasury bills fell 1rom 
L\33·5 million in June 1933 to £ A29 million in 
J nne 1 934· 

The reduction in interest rates (which was 
n-corded in the last issue of this 1\femoratrdum) 
continued during 1933 and 1934- In April 1934, 
the interest allowed on two-year deposits was 
rcdut·ed from 3 to 2f per cent and on one-year 
deposits from 2f to zl per cent. In August 1934, 
the rate on three months' deposits was reduced 
from 2 to 1 l per cent. The rates on bank advances • 
ha\·e also been reduced. As from July Ist, 1934, 
the maximum charge to primary producers has · 
been 5 per cent and to public institutions 4! per 
cent. The Commonwealth Bank has announced 
an O\'erdraft rate of 4t per cent and a charge of 
31 per cent for credits to organisations handling 
Australian rural products. 

The following table, given in continuation of 
those published in pre\;ous editions, enables a 
comparison to be made between the movement of 
deposits in sa,;ngs banks, commercial banks and 
the Commonwealth Bank of Australia : 

J UHC qUart('f 

t A (ooo,ooo's) 
19.12 1933 1934 

Cl.nllllbnwealth Savings 
JJ.j.6" Bank, . . 115-9 II7-5 . . . . 

Other savings banks . 82.1 84.8 86.5• 

Total savings banks . . 198.0 202.3 210.1. 

Commercial banks 284.1 280.4 303.1 
Commonwealth Bank. li3.0 62.6 78·9 

Grand total . 545-7 545·3 592.1 

a Provisional. 

The grand total involves double counting to the 
extent that banks maintain deposits with one 
another. Neglecting this factor, it may be stated 
that, at the middle of 1934, deposits in Australian 
banks reached the highest level· ever recorded. 
The increase between 1933 and 1934 was particularly 
marked in the case of the trading banks and, for 
the reasons explained above, the Commonwealth 
Bank ; but deposits with the savings institutions 
also increased. 

The attached Summary Table is based on official 
statistics for the principal trading banks published: 
in the Australasian Insurance and Ba11king Record. 
Thl'y are averages for the quarter ending June 3oth 
each year. As they cover only the accounts of' 
offices situated within the Commonwealth and: 
exclude completely capital and reserve funds, etc., 
total assets and total liabilities do not balance. 

Balance-sheet Summary. 

The amowtts shown in the Summary Table under 
(a) are made up as follows : 

June IJUartt-r 
Coin Bullion Total 

I A (ooo,ooo\) 

1<~.10 :I 4·5 0.1 4-6 
I<;J1 1.8 0.2 2.0 
193:! 1.7 0.3 

I 
2.0 

1Q3J 1.6 0-3 1.9 
1934 1.6 0.3 '·9 

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

june quarter 

1930. 
1931 . 
1932 . 
1933 . 
1934 • 

! A (ooo,ooo's) 

16.9 
32.2 
29.1 
23.6 
38·4 

2. Other Items of a Cash Nature. 

This item consists of the banks' holdings of · 
cheques and drafts on other banks. 

4· Investments and Securities. 
The amounts shown in the Summary Table 

include the banks' holdings of Treasury bills. 

11. Total Assets. 
These refer only to business transacted by the 

Australian offices of the banks. 

12,13 and 14· Capital,Reserves and UndividedProfits. 
The paid-up capital and reserves, etc.,.'of all the 

Australian trading banks with head offices in either 
Australia or London were as follows in the years 
under review : 

1930 
1931 
1932 
1933 
1934 

End of June 
! (ooo,ooo's) Capital Reserves and 

undivided profits 

36.2 
36.8 
35-4 
35·4 
35-4 

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

22. Total Liabilities. 

For the reasons indicated above, total liabilities 
do not correspond with total assets (see note to 
group II). 



XEW ZEALAND 
Introdnetory Noie. 

The main features of t~ banking situation in reserves of -New Zealand increased by about that 
New Zealand in the course of 1933-34 are the growth amount. In making this calculation. however, 
of deposits, continued increase in London balances, there should be added to advances (and therefore 
sharp rise in Government securities, further deducted from the excess of deposits over advances) 
contraction of advances, and the beginning of loans made to the Government for expenditure in 
operations by the new Reserve Bank. The trends New Zealand to cover budgetary deficits and 
of commercial banking from the middle of 1932 to expenditure on public works. These loans are 
the middle of 1934 (i.e., up to the opening of the included under Government securities, but the 
Central Bank) are brought out in the following great bulk of the latter consists of New Zealand 
statement, which shows the principal assets and Treasury bills taken over by the banks in exchange 
liabilities within New Zealand, of the six trading for their sterling assets since the raising of the 
banks : exchange rate at the beginning of 1933. 1 

j nne quarter : I 
1932 IQ33 11)34 

£!\:.Z. (ooo,oob's) I 
- -~-

I. Discounts and advances 50.6 46.8 41.3 
2. Government securities <j.l 14.4 27.2 
3· Deposits 1\2.2 55.8 6J.8 

(") Free . ( i6.8) (18.9) (22.9) 
(b) Fixed (35·4) (J6.9) (40.9) 

4· Free deposits as percen-
tage of fixed deposits . 47·5 51.2 55·9 

As in the case of Australia, the rise in the price 
of wool improved the New Zealand balance of trade 
and led to an increase in deposits in New Zealand, 
which had its counterpart in an accumulation of 
sterling assets. In the twelve months ending 
June 1934, exports increased by £N.Z_.11.2 milli~n, 
while imports rose by only £N .Z.o.6 million. Deposits 
reached their highest recorded (June quarter) 
figure in 1934, having risen by £N .Z.8 million in the 
course of the year ; in consequence, however, of 
the sluggishness of the import trade, advances fell 
by a iurther £N .z.s.s million to reach their lowest 
figure since 1923. Cash holdings fell by over 
£N.Z.1 million between 1932 and 1933 and remamed 
substantially unchanged during the following year, 
and the excess of deposits over advances was used 
by the banks to purchase Govemment securities, 
as is shown in the following statement : 

IIJ.lZ , 
1933 . 
1934 • 

J tuw quarh•r 

Ext.:ess 
of de- Govt'nt-
posits ment 
over st>curi-

advan- tit>s 
ces 

t:N.Z. (ooo,ooo's) 

1.6 Q.I 

9-0 14-4 
l2.) 

During the year endi~ June 1934. the ~xcess of 
deposits over advances m New Zealand mcr~d 
by £N .Z.13.5million, which suggests that the sterling 

Under the Banks Indemnity (Exchange) Act, 
the banks were required to sell to the Government 
all exchange accumulated overseas. It would 
appear that the large amounts accumulated since 
the beginning of 1933 are the result, not only of 
the large favourable balance of trade, but also of 
an inward flow of capital to New Zealand to take 
advantage of the relatively high interest rates 
prevailing there and to speculate in favour of a 
rise in the New Zealand exchange rate on Lo11don, 
which had been fixed at £N.Z.125 = £100 
early in 1933. The sterling balances held by 
the Government are estimated at £22 million 1 in 
the record quarter of 1934. When the Reserve 
Bank 3 began operations on August 1st, 1934. 
the Government transferred to it the bulk of 
its sterling reserves and was credited with the 
equivalent in New Zealand currency at the rate 
of £N.Z.124 = £1oo. With these funds the 
Government redeemed £N .Z.22 million d its 
Treasury bills held by the six trading banks, whose 
cash holdings - in the form of deposits at the 
Reserve Bank - were correspondingly increased. 
The first weekly return of the Reserve Bank, dated 
August 6th, is summarised below : 

LtABILITJES. ASSBTS, 

£N.Z. £N,Z. 
(ooo's) (ooo't) 
--

r. Paid-up capital 500 8. Re .. rve: 
z. General Reserve (a) Gold l59 

Fund. 1,000 (b) Sterling ex· 
24.486 '· Bank-notes . • 7.79' cbange 

4· Demand liabili· 12. I nveatmen ta • 1,500 
ties: 14. Other a811etll . 14 

(a) State .... 2.499 
(b) Banks •. , 14.537 
(c) Others ... -

7. Other liabilities . 28 - -z6,355 l6,JSS 

th ading banks" holdings of Government oecuritiee amounted 
1 It is oflicially stated that, on March Jlst, 1934 (~hen e tr ding der the Banks Indemnity (Exchange) Act wu 

to some £N.Z.•4 million), the volume of Treasury b~ •• ~~~aa ofu~ldli.mes Augaat 1934 pap 34l· 
1N.Z.19.4 million (- Dominion of New Zealand, M.,...~, n. • • 

• AI4SI¥alasi<m !fiSII¥afiU aflll Ba11ki11t Reeortl, August •:."2_T~ . the 1aat editioD of thia volume. 
• The main provisions of the Reserve Bank Act were su.......,..._. m 

16 
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XE\V ZEALAXD. cmniEh:Cl.\L HA:\1\.S '!'able 40 (a) 

ACCOUNTS 

Number of Banks 

I. Ca:ili 
(a) 
(b) 

AssETS. 

Gold, silver and small coins . . . 
Inland notes and balances with Central 

Bank . . . 
2. Other Items of a Cash Nature 
3· Bills discounted and bought . . 

(a) Treasury bills . . . . . 
(b) Commercial bills, Inland. 
(c) Commercial bills, Foreign 

4· Investments and Securities. 
(a) Government . 
(b) Other . . . 

5· Participations . . . . . . . . . 
6. Due from Banks (Correspondents). 

(a) At home. . . . 
(b) Abroad . . . . 

7. Loans and Advances . 
(a) On current account 
(b) Other . . 

8. Cover for Acceptances . 
9· Premises, etc. . . 

IO. Sundry Assets . 
II. Total Assets . . 

LIABILITIES. 

I.Z. Capital paid up. 
IJ. Reserve Funds . 
I4. Profit-and-Loss Accounts, Dividend Accounts, etc. 
IS. Notes in Circulation . . 
I6. Cheques and Drafts in Circulation 
I7. Due to Banks (Correspondents) . 

(a) At home. . . 
(b) Abroad • 

IS. Deposits • . • . . . . 
(a) Current accounts and sight deposits. 
(b) Savings accounts • . 
(c) Time or fixed deposits . 
(d) Other deposits . . . . 

I9. Rediscounts and Other Borrowings 
20. Acceptances and Endorsements . 
2I. Sundry Liabilities. . . . . . 
22. Total Liabilities . . . . 
23. Value of currency in Swiss francs m June of 

each year. . . . . . 

St:JIL'\lARY OF POSITION : AVERAGES 
FOR QUARTER ENDING JUNE 30TH : 

1930 

6 

6.<) 
6.8 

0.1 

0.7 
I.2 

0.7 

52·9 

1.2 

69.9 

stu; 
23.2 

30.j 

5·1 

66.2 

24.0I 

1931 1932 1933 193~ 

6 6 6 6 

£N.Z. (ooo,ooo's omitted) 

7·0 6.J 5·2 5·1 
5·0 6.9 6.2 5·1 

0.1 

0.5 
0.9 

1.7 

52-5 

68.9 

5.s 
0.2 
1.6 

55·0 
18.1 

33.1 
3.8 

62.6 

22.()0 

0.1 

0.4 
0.7 

49·9 

1.3 

69.4 

6.0 
0.2 

1.3 

54·0 
16.8 

35·4 
1.8 

61.5 

0.1 

O.J 
0.6 

70.0 

O.I 

o.s 
1.9 

27.6 
27.2 

0.4 

o.8 

39·4 

,_ 

76.6 

6.J 6.4 
0.2 0.2 

1.7 0.8 

57·5 64.8 
18.g 22.9 

65.7 72.4 

q.o6 12.41 
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It is wort? observing that, as a result chiefly of 
the redemption of the Treasury bills, bankers' cash 
early in August stood at about three times its June 
level. Other changes immediately e\;dent in the 
accounts of the trading banks in consequence of 
the establishment of the Central Bank are a decline 
in their note circulation and in their gold holdings. 
The right of note-issue being· concentrated in the 
hands of the Reserve Bank, the circulation of the 
trading banks fell from £N.Z.6.2 million on July 
30th to £N.Z.4 million on August 2oth. In the same 
period their holding of gold and snb,;idiary coin 
fell by over £~ .Z.2.4 million, and those of the 
Reserve Bank increased by the same amount. 

Special reference should be made to the fact 
that, on July 19th, 1934, prior to its opening, the 
Reserve Bank made an announcement in which it 
was stated that the buying and selling rates of 
sterling for immediate delivery on August Ist 
would be £N.Z.124 and £N.Z.125 respectively per 
£100, and that the Reserve Bank would " aim at 
retaining these rates unchanged for a long period, 
unless there should be a marked alteration 
in ex1stmg conditions ". This announcement 
was followed by a statemePt on the part of the 
Associated Banks of New Zealand saying that their 
buying and selling rates of sterling for immediate 
delivery as from August 1st would be £N.Z.124 
and £N.Z.124 xos. respectively per £roo. The 
Reserve Bank began operations with a bank 
rate of 4 per cent. 

Reference to the first table of the present chapter 
will show that, between the middle of 1933 and the 
middle of 1934, the percentage ·of free to fixed 
deposits rose from 51.2 to 55·9 ; it still remains 
well below the more normal percentage of 88.7 in 
1929. This relative shift of deposits was no doubt 
due in part to the considerable reductions in 

intere~t rates on time depo,;its. Between 1930 and 
the m1ddle of 1934, the rate on two-year deposits 
was steadily reduced from 5 to 3 per cent, the 
overdratt rate from 7 to 5 per cent, and the yield 
on Government loans in New Zealand from st to 
3l per cent. On July 4th, 1934. the two-year 
deposit rate was further reduced to 21 per cent, 
and the rate on one-year dt•p<>sits to zl per cent. 
On August 1st, 1934. the Post Office rate on 
deposits in excess of £N.Z.soo was reduced to 2l 
per cent, but the rate on ·deposits of less th;u; 
£N .Z.5oo was maintained at 3 per cent. The deposit 
rate of the private sa~;ngs banks is 3 per cent. The 
movements of savings accounts in the Post Orlke 
and in the private sa~;ngs banks are shown below : 

£N.Z. (ooo,ooo's) Post Office Private 
Savin~~ts savm~s TntO\l 

End of Marrh Hank hanks · 

1933 . . . 4J.3 JO.I ;.1-4 
IQJJ . 42.0 10.5 ;2.5 

IQJ4 44·9 10.8 55-1 

In addition to the shift from time to current 
accounts mentioned above, evidence of increru.ed 
business activity in New Zealand is to be found in 
the figures for bank debits. The weekly average 
of bank debits to all accounts rose from £N.Z.15.9 
million in the first half of 1933 to £N .Z.40.5 million 
in the first half of 1934 ; in the latter period, bank 
debits were only 12 per cent bt•low the 1929 lew! 

The attached Summary Table is ba.;ed upon 
official statistics published in . the Australasian 
Insurance and Banking Record. As in the case of 
Australia, only the accounts of offices within the 
Dominion are shown, and capital and reserve 
accounts are entirely omitted ; consequently, total 
assets are not equal to total liabilities. 

Balanee-sb~et Summary. 

I. Cash. 
The amounts shown under (a} include a certain 

amount of bullion and bars in addition to coin. 
The small amounts shown under (b) consist of 

the legal-tender notes of other banks. 

2. Other Items of a Cash Nature. 
This item consists of cheques and drafts on other 

banks. 

3· Bills discou11.ted and bought. 
Part of discounts may be included under 

advances in the official returns. 

II and 22. Total Assets and Liabilities. 
The sums shown are totals of the accounts given 

in the Summary Table ; they exclude assets and 
liabilities held outside New Zealand. 

15. Notes in Circulation. 
By the law establishing the Reserve Bank, th£' 

privilege of note-issue was withdrawn from the 
ordinary banks ; they are required to redeem tht·ir 
outstanding notes only in Reserve Bank notes or 
subsidiary coin, and on August 1st, 1936, must pay 
over an account equal to the value of their then 
outstanding notes to the Reserve Bank, which will 
a,;~ume liability for their redemption. 
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AUSTRAUA AND NEW ZEALAXD. cm.mERCIAL BANKS 
Table 42 (a} 

SUMMARY OF POSITION AT JUNE 30TH : 

ACCOUNTS 
1929 1930 1931 1932 1933 193-1 

' 

Number of Banks. 12 12 12 12 II I II . . . . 

AssETs. £ sterling (ooo,ooo's omitted) 

I. Cash . . . . . 85.8 74·8 74·8 79·8 74·9 74·2 

(a) Gold, silver and small coins - - - - - -
(b) Inland notes and balances with Central 

Bank - - - - - --. . . . . . 
2. Other Items of a Cash Nature . . 43-2 33·8 2!.7 22.2 22.5 29-4 
3· Bills discounted and bought . . - - - - - -. 

(a) Treasury bills . . . . . - - - - - -. . 
(b) Commercial bills, Inland. - - - - - -. 
(c) Commercial bills, Foreign - - - - - -. 

4· Investments and Securities. . . 54-5 40·7 41.1 sg.8 72.8 82.7 
(a) Government - - - - - -. . . 
(b) Other . . . - - - - - -. . 

5· Participations . - - - - - -. . 
6. Due from Banks (Correspondents). . - - - - - -

(a) At home. . . - - - - - -
(b) Abroad . . - - - - - -. 

7· Loans and Advances . . . . . 298.8 322.8 308.1 290.0 287.2 289.3 
(a) On current account . . . . . . - - - - - -
(b) Other . . . . . . . - - - - - -

8. Cover for Acceptances . . 6.o 5-9 4-7 4·4 4·6 6.0 

9· Premises, etc. . . . . . . s.5 9·1 Q.:) 9·7 g.S g.S 
IO. Sundry Assets . . . . . - - - - - -
11. Total Assets . . . . . 496.8 487.1 459.9 465.9 471.8 491.4 

LIABILITIES. 
I2. Capital paid up. . . . . . . 46.I 46·3 46·4 46·4 45·4 45-5 
13. Reserve Funds . . . . . . . . 35·7 36·7 37-0 37.1 36.o 36.o 
14- Profit-and-Loss Accounts, Dividend Accounts, etc. 4·5 4-3 3·9 3-I 2.7 2.6 
IS. Notes in Circulation . . . . . . . . . . . 7-5 6.8 6.4 6.5 7-0 7-I 
I6. Cheques and Drafts in Circulation . . 31.2 29-3 22.2 Ig.o 19.8 21.6 
I7. Due to Banks (Correspondents) . . . - - - - - -

(a) At home ........ - - - - - -
(b) Abroad . . . . . - - - - - -

18. Deposits . . . . . 365.8 357-8 339·3 349·4 356-3 372.6 
(a) Current accounts and sight deposits. . - - - - - -
(b) Savings accounts . . . . . . . . . . - - - - - -
(c) Time or fixed deposits . . . . - - - - - -
(d) Other deposits ...... . . - - - - - -

19. Rediscounts and Other Borrowings . . . - - - - - -
20. Acceptances and Endorsements. . . . . 6.o 5·9 4·7 4-4 4·6 6,0 
21. Sundry Liabilities. . . . . . . . . . . . . - - - - - -
22. Total Liabilities. . . . . . . . . 496.8 487.1 I 459.9 465.9 471.8 491,4 
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AUSTRALIA AND· NEW ZEALA..~D. COmiERCL\L B.\:\K:-' 'fahll• -ll ( h J 

SU:\n!ARY OF PROFIT·.-\:\ 1>-LO~S 
ACCOl"NTS AXO lll~TRIBl"TIO~ OF 

ACCOl'NTS PROFITS F\)({ THE YE.\HS E:\DI:\l; : 

1929 1930 19JI 19Jl l<lJJ 1<!.14 

·Number of Banks. . . 12 I2 12 II II II 

' 
£ sterling (ooo,ooo's omitkd) 

Capital and Reserves . . . . . 86.6 l'~.I 8<)-4 l'li. 2 87·5 87·3 

I. Gross Profits. . . . 6.76 6.22 4.85 3.11 2.48 2.69 
To be deducted: 

2. Expenses. . . . . - - - - - -
(a) Salaries, etc. . . . . - - - - - --
(b) Other working expenses . . - - - - - -
(c) Taxes, etc. . . . . . . . - - - - - -

3· Reserved for Pension Funds, etc. ••• 0 • 0.02 0.02 0.02 0.02 0.02 0.0.! 
4· Written off on (Depreciation Accounts for) . 0.25 0.21 o.q 0.01 0.07 0.07 

(a) Premises, etc.. . . . . . . . . . . 0.25 o. 2] o. 13 0.01 0;07 0.07 
(b) Investments and securities . . - - - - - -
(c) Other assets . . . - - - - - --

5· Remaining Net Profit . . . . 6.49 5.99 4.70 3.08 2.39 2.60 
6. Carried forward from Preceding Year 1.7'1 x.S:; l.<J7 I.qh I .ho I. OM 
7. Taken from Reserves or Capital. . . - - - -· - -

------
8. Total Amount disposed of for Dividends, etc .. . 8.28 7.84 6.67 5.04 3.99 3.68 

9· Carried to Reserves. . . . 1.07 0.82 0.30 O.II o.:;s O.II 
ro. Dividends 5-36 s.os 4-41 3·33 2.36 2-49 
II. Directors' Fees, etc .. . - - - - - -
12. Carried forward to Following Year 1.85 1.97 I.Cjfl I.ho x.oS 1.08 

13· Total as above 8.28 7.84 6.67 5.05 3.99 3.68 

Balanee-Mht'et Summary. 

The figures shown in Summary Table 41 (a) are plus the accounts of Australian and New Zealand 
based upon a compilation of the balance-sheets of banks held in London. For the composition of each 
the most important banks operating in Australia item in the Summary Table, reference may be made 
and New Zealand. This compilation appears to the detailed notes to the Summary Tables for 
annually in the September number of the Australia and New Zealand above. The amounts 
Australasian Insurance and Banking Record; it shown under "1. Cash" include coin and bullion, 
shows the aggregate position of the banks at the ca.'h balances, Australian notes, notes of other banks, 
end of their financial year, which is June 30th or money at short call and some relatively small 
thereabouts in most cases. The table co,·ers the amounts of Government and other securities held 
ten tradin~; banks ope<ating in Australia and, in by the Bank of New Zealand in London ; " 2. Otbl'r 
addition, the National Bank of New Zealand, which Items of a Cash Nature " refer to bills rec .. ivablc 
carries on business only in New Zealand, apart in London and remittances in transit, including a 
from its London head office. Table 41 (a) therefore certain amount of rf'mittances in transit l)('tW,.•·n 
represents a combination ofTables 39 (a) and 40( a) branches. 


