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REFUNDING OF OBLIGATIONS OF FOREIGN GOVERNMENTS.

SATURDAY, FEBRUARY 10, 1923.

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to call of the chairman, at 10 o’clock

a. md in room 312, Senate Office Building, Hon. Porter J. McCumber
residing.

P Present: Senators McCumber (chairman), Smoot, La Follette,

Dillingham, Curtis, Watson, Calder, Sutherland, Williams, Jones,

Gerry, and Walsh. :

The Cuairyman. The committee meets this morning to consider
H. R. 14254, & bill to amend the act entitled “An act to create a
commission authorized under certain conditions to refund or con-
vert obligations of foreign governments held by the United States
of America, and for other purposes,” approved February 9, 1922;
and also to hear the statement of Senator Smoot, as a member of
the commission ap(rointed under_this law.

(The bill referred to, is here printed in full as follows:)

[H. R. 14254, Sixty-seventh Congress, fourth session.)
A BILL Toamend the act entitled ““An act to create a commission authorized under certain conditions

to refund or convert obligations of lorelggz%ovemments held by the United States of America, and for
other purposes,” approved February 9, 1922,

Be it enacted by the Senate and House of Representatives of the United States of America
in Congress assembled, That the first proviso of section 2 of the act entitled “An act
to create a commission authorized under certain conditions to refund or convert
obligations of foreign giovemmenta held by the United States of America, and for other
purposes,”’ approved I'ebruary 9, 1922, is amended to read as follows:

“ Provided, That the settlement of indebtedness of the United Kingdom of Great
Britain and Ireland to the United States, recommended by the commission and
approved by the President, as set forth by him in a me&saﬁe presented to Congress
on February 7, 1923, as contained in House Document Numbered 554, Sixty-seventh
Congress, fourth session, as follows: :

Principal oi notes to be refunded. . . ...........c.oiiiiiaia... §4, 074, 818, 358. 44

Interest accrued and unpaid up to December 15, 1922, at the rate
of dhpercent........cooiiiiiiiiiiiiiinetiiriiacsnneanrenans 629, 836, 106. 99
4,704, 654, 465, 43

Deduct payments made October 16, 1922, and November 15, 1922,
with interest at 4} per cent thereon to December 15, 1922....... 100, 526, 379. 69

4, 604, 128, OR5. 7
Tobepaidineash......coooiuiniiiiiiiiiiiiiiiiiiiiiiaraennens 4, 128, 085. 74

Total principal of indebtedness as of December 15, 1922, for
which British Government bkonds are to be issued to the
United States Government at par.........cceceveaeeenn. 4, 600, 060, 000. 00

“*The principal of the bonds shall be paid in annual installments on a fixed sched-
ule, subject to the right of the British Government to make these payments in three-
year periods. The amount of the first Xear’s installment will be $23,000,000, and thege
annual installments will increase with due regularity during the life of the bonds until,
in the sixty-second year, the amount of the installment will be $175,000,000, the
aggregate installments being equal to the total principal of the debt.

1



2 REFUNDING OBLIGATIONS OF FOREIGN GOVERNMENTS.

‘* ¢The British Government shall have the right to pay off additional amounts of the
principal oi the bonds on any interest date upon ninety days' previous notice.

* ‘Intercst is to be payable upon the unpaid balances at the following rates, on
December 15 and June 15 of each year: 3 per cent semiannually, June 15, 1923, to
December 15, 1932, inclusive; 33 per cont semiannually, June 15, 1933, until final

paynent, .
*“‘For the first five years one-half the interest may be deferred and added to the

principal, bonds to be 1ssued therefor similar to those of the original issue.

< Any payment of interest or of principal magv be made in any United States Gov-
ernment bonds issued since April 6, 1917, such bonds to be taken at par and accrued
interest’-—is hereby approved and authorized. and settlements, gimilar, but not more
favorable in terms, with other governments indebted to the United States, as set forth
in this section, are hereby authorized to he made, subject to the approval of the

President.”

The CuairMaN. 1 first call attention to the proviso in the act of
February 9, 1922, in section 2, which reads as follows:

Provided, That nothing contained in this act shall be construed to authorize or
empower the commission to extend the time of maturity of any such honds or other
obligations due the United States of America by any foreign government heyond
June 15, 1947, or to fix the rate of interest at less than 4} per centum per annum,

The report of the commission, as well as. the bill which is before
us, modifies this law of 1922; and the committee would be pleased
to hear from Senator Smoot the reasons or necessity for such modifi-

cations.

STATEMENT OF HON. REED SMOOT, MEMBER OF WORLD
WAR FOREIGN DEBT COMMISSION AND SENATOR FROM

THE STATE OF UTAH.

Senator LA FoLLerre. Mr. Chairman, I would like to ask Senator
Smoot if this commission had a stenographer present during the
negotiations.

Senator Smoor. It did not.

Senator LA FoLLETTE. Did it have a secretary, or was any memo-
ranéiium ;nade of what transpired, or any record made of the pro-
ceedings

Senator SMoor. Mr. Wadsworth, the Assistant Secretayy of the
Treasury, acted as secretary of the commission.

Senator LA ForLLETTE. And he took notes on the conversations
that you had, I suppose?

Senator SMooT. Yes; he kept a record, though not in stenographic
notes, of all of the sessions. ' .

Senator LA FoLLETTE. But he acted as secretary of your com-
mission ? '

Senator Smoot. He acted as secretary of the commission.

Senator LA FoLLETTE. And he made a memorandum showing the
course of the proceedings?

Senator SmooT. Of all of the meetings that the commission had
from the first to the last.

Senator LA FoLLETTE. And he doubtless entered all motions made
and all propositions in the order in which submitted and made?

Senator SMoor I rather think he did.

Senator LA FoLLerTE. I think, Mr. Chairman, that Mr. Wads-
worth ought to bo called hefore this committee, and that we should
be advised exactly how the proceedings were conducted by the
_ Debt Commission.
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The CrarmAN. I think we should first ascertain what Senator
Smoot has to say, and then we can decide that question.

Senator LA FoLLerTE. 1 will ask Senator Smoot a further ques-
tion or two: How were the proceedi %pened, Senator Smoot,
when your commission met; what was the first thing that was said
by either side ? .

Senator Smoor. Do you mean the negotiations with all of the
countries, or with England ¢

Senator LA FoLLerte. With Great Britain. .

Senator SymooT. I think the first meeting of the commission
decided that they would extend invitations to all of the countries-—

Senator L FoLLETTE. I beg your pardon. I am not asking right
now what the commission did. I am just inquiring what was the
first thing that was said in the way of submitting propositions.

Senator Smoor. The first real statement was made by Mr, Baldwin,
the Chancellor of the Exchequer, in behalf of the British delegation
which was published in the press, a copy of which I have here, an
perhaps it would be just as well to put that speech in the record at
this time.

Senator La FoLLerTe. That opened tho negotiations?

Senator Snoor. Yes; and if there is no objection, Mr. Chairman, I
will ask that that address be inserted in the record.

The Cnammman. If there is no objection, it will be received and

printed at this point. .
(The address referred to and submitted by Senator Smoot is here

printed in full, as follows:)

SPEECH DELIVERED BY THE RIGHT HONORABLE THE CHANCELLOR OF THE EXCHEQUER
AT THE OPENING MEETING OF THE ANGLO-AMERICAN DEBT COMMISSION ON MONDAY
JANUARY &, 1923,

On behalf of the British delegation, I take this opportunity of expressing to the
American Government and people our heartfelt appreciation of the warmth and
courtesy of our reception—a reception so characteristic of the generous hospitality of
this great Nation. . . . 3 -

We have come with the express intention of repaying our debt, and it is owing to
the practical difficulties of making international payments that we are about to con-
sult with you in order to accomplish the end which we both have in view.

. We meet to-day under extraordinary circumstances. We meet to settle the largest
single financial transaction, 1 believe, between two friendly nations, in the history of
the world. We are here to arrange the terms of the payment of the British debt to the
United States. That debt was contracted in a common cause. It was the first con-
tribution made by the United States to save civilization from being engulied and free
feoples being brought under the destructive rule of a military autocracy; it was fol-

owed by the contribution of the man power of the United States, whose soldiers
fon'nlght so gallantly with ours and those of our Allies for the same purpose.

hen we were enlisted in a common cause; we still have common economic inter-
este. The payment of our debt to you involves much more than the transfer of huge
sums from lLondon to Washington. It must affect the future well-being of both
countrics and on their prosperity depends to a large extent that of the entire world,
The settlement we make here will determine the condition and material welfare of
the great mass of wage earners in Great Britain and the United States, their wives
and children. 1 do not, I believe, exaggerate. I state this as my deliberate opinion
after having given the subject matured consideration. . .

The payment of our debt to you will impose upon us the necessity of levying heavy
taxes to meet those payments. From the beginning of the war we were the heaviest-
taxed nation in the world. We financed our military operations to a greater depree
than any other nation by making the present generation pay. It is our way to puy
as we go 80 far as we can. From that fixed principle we have no intention now to
depart, The total annual per capita taxation in Great Britain is to-day still greater
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t.hm:l a that of any other people. It amounts to more ;han $100 per head of the popu-
ation.

I invite you to consider my views as to what this means and how I fear it will affect
your own wage earners no less than ours. Further taxation wculd decrease the pur-
chasing power of the British workinﬁman and reduce our consumption of American
products. There would be a diminished export demand for American cereals, cotton,
meats, and other products of the soil, the mine, and the factory. Desirous as we are
to maintain the social scale of our own worker, the efiect of additional taxation would
be inevitably to depressit. From the consequences of that I do not see how America
can escape. The social condition of the American workingmnan, raised to its present
level in some measure as a result of the war, is now the highest in the world, but if we
are unable to purchase irom you, if we are t’orced by stern necessity to economize still
further, to buy from you only those things we must have, but even theso in greatlr
reduced quantities, the Amorican farmer, as well as the American workingman, will
feel the pinch. He likewise will be compelled to economize; he will have to do with
less; he will be brought down to a lower standard of living. Our modern civilization
does not permit of economic isolation. Economic relations are too closcly interwoven
for one nation to be prosperous when other nations are sutiering. = Speaking broadly,
if 1 may use the phrase, *‘spotted prosperity” is impossible, If on the economic
map of the world there is a spot of ;i)rosperity surrounded by distress, that spot will
not spr%m.i to bring health but it will be wiped out by the poverty and misery that
surround it.

In this spirit | address mysclf to the task before us. I shall now consider the
subject more in detail.

ad it been possible to find in the world a nugget of gold worth $4,000,000,000, we
would have spared no sacrifice to sccure it and we wouid have brought it with us,
but unfortunately the limitations of nature put such a simple method of payment
out of the question and we have to explore other means. .
. Let us examine how the debt came into being and see if that will help us to a solu-
tion,

This debt is not a dobt for dollars sent to Europe; the money was all exponded
here, most of it for cotton, wheat, food products, and munitions of war, Every cent
used for the purchasec of these goods was spent in America; American labor received
the wages, American capitalists the profits, the United States Treasury the taxation
lmxose on those profits. . .

t the time thcse goods were bought we were associates in a great war, Out of
$7,000,000,000 worth of goods bought after the Umted States came into the war, we
aid for $3,000,000,000 worth, leaving $4,000,000,000, which were supplied on credit.
ow, seeing that the debt is a debt for goods supplied, it would be natural to ask,*‘ Why
not repay with goods?” .

A moment’s consideration is sufficient to answer that question.

These goods were supplied in war time at war prices. Prices have fallen so far that
thus to repay $4,000,000,000, Great Britain would have to send to Americaa far greater
bulk of goods than she originally purchased with the money loaned, and laying aside
all consideration of the tariff barrier, would it be possible for America to accept re-
payment in coal, iron, stecl, manufactured cotton goods, etc., a method of repay-
ment which would afiect the employment of her pcople lor years to come? »

We have now scen that immediate repayment by gold is impossible, and that an
equivalent transaction in direct repayment hy goods is full of difficulties. so we shall
have to explore what remaining methods of international payment are presented by
the markets of the world. .

Here attention will have to be paid to several considerations.

We lent larﬁc sums to and cstablished large credits for our European allies, so that
while we are dealing with our liabilities we find a lurge proportion of our assets tem-
porarily frozen. .

To balance our annual accounts in times of unexampled difficulty, we have made
great sacrifices. We are affected by -the terrible economic situation in Europe and
are pasing through the worst period of unemﬁloymont in our history. I have already
referred to the weight of our taxation whigh with the prolonged unemployment is
already bearing cruelly on our women and children.

So far from the war having left us vicher by the acquisition of new territory, the
acceptance of mandates in some of the most disturbed parts of the world has involved
us in vast unproductive expenditure in policing and Patrollmg torritories in which
we have no economic rights which are not open equally to other nations.

. Having regard to all these circumstances, the British Government has to con-
sider very carefully the terms of the liquidation of the debt, lest an annual obliga-
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tion be assumed which it might be imposwible to meet in years of bad trade and
falling revenue, . e

In common with the rest of the world, we have watched with admiration the open-
handed charity of America to the stricken countries of Europe, to the peoples of
Belgium, of France, of Russia. The generosity of America is proverbial, but we are
not here to ask for favors or to 1mpose on generoaity, ) .

We want, on such terms as will produce the least possible disturbance in the trade
relations of the two countries, a fair business settloment, a square deal, a settlement
that will secure for America the repayment, to the last cent of those credits which the
United States Government established in America for us, their associates in the war.

Our wish is to approach the discuesion as business men seeking a business solution
of what is fundamentally a business problem. ] . .

May I putit in this way: We intend to pay, but how best can international credits
be made liquid when the creditor nation is unwilling to permit liquidation through
the direct delivery of goods and is also unwilling to see the current sale of her products
to the debtor nation interrupted, and when the debtor nation is unwilling to he put
in the position of being unable to buy the grdducts of the creditor nation?”

The cordial and prompt agreecment of the two greatest democracies of the world
on a question of this intricacy and magnitude will be an example to the nations and
a long step forward in effecting a solution of the economic troubles of Lurope. Let
us never forget that, until these troubles are solved, there can he no general revival
of international trade.

For myself I look forward to the meetings of the commission with hope and con-
fidence. 1 believe that I shall not e disappointed.

 Senator Lo ForLETTE. Who replied to that statement by Mr.
Baldwin, if the reply was made by anybody ¢

Senator SmMooT. No reply at length was made.

Senator LA FoLLeTTE. Something was said after that ¢

Senator Smoor. After that statement was made by the Chancellor
of the Exchequer, Mr. Baldwin, the chairman of the commission, the
Secretary of the Treasury, Mr. Mellon, simply stated that the com-
mission thanked him for making the statemont and that the com-
mission would take it into consideration. It was a very short meet-
ing at that time, ) .

After the British coiamission had retired, following the delivery of
Mr. Baldwin’s statement, there was some discussion as to what plan
the commission would follow for future conferences with the British
representatives.

The CuarrMax. That discussion was simply  of the American
commissioners ¢

Senator SMooT. Simply the American commission; and I think the
following day a meeting was called for. L

Senator LA FoLLETTE. A joint meeting of both commissions ?

Senator SMoOT. A joint meeting; and then the question as to
terms was discussed or began to be discussed.

Senator LA FoLLerTE. That is, some reply was made by somebody
in a formal sort of way, am I to understand, to the proposition sub-
mitted by Mr. Baldwin the day bofore ?

Senator Smoor. There was no lengthy statement made. We
wanted to get down to the proposition.

Senator LA FoLLETTE. But there was a statement made on hehalf
of the American commission ? ‘

Senator Swoot. I do not think so, Senator. The statement of
Mr. Baldwin spoke for itself, and there was not anjv special proposi-
tion in that statement as to what England wanted. It was u very
manly statement made by the chancellor, in which he stated that the
commission was here and took great pleasure in notifying the Ameri-
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can commission that England desired to make a settlement and
desired that her obligations be paid to the United States Government.
Senator LA FoLiETTE. Then he did not in that address in which
ou have handed to the reporter submit a proposition that Great
ritain had to make?
Senator Smoor. No.
Senator LA FoLLErTE. When did he first submit that grososition?
Senator SMooT. There were 2 good many meetings held; and I
might add that the first })roposition that the British commission
made was a proposition of an annuity plan. Of course, that was
immediately turned down by the commission with little discussion.
The next proposition that he made was that ;':erhaps it could be
arranged on a rate of interest in connection with the annuity plan
that would net a rate of interest of about 2 per cent, and based
that upon the amount that they thought they could cut their budget
and that England could meet, and expressed the opinion that it
would be a hardship if it was any higher rate of interest than that.
The final proposition that they did make, after discussing the

ability of England to pay under the conditions existing in the world -

to-day, was that they thought that they could pay a rate of interest
of 3 per cent, but impressed upon our commission that there ought to
be, even with the 3 per cent rate of interest for the first 10 years,
some modification in payments of the amount of interest that should
be paid. I do not think it would be groper for me at this time to
discuss the reasons why, because it was based upon conditions existing
that might affect the financial ability of England to meet the terms.

Senator LA FoLLETTE. Well, if those— — '
_ Senator SmooT. I do not want to go any further than that at this
time.

Senator La FoLLerTE. If those were reasons which influenced our
commission, [ think they ought to be stated, Mr. Chairman.

Senator Smoot. Of course, I think it would be very unwise to do so
at this time, and I do not want to do it.

Senator La FoLLeTTE. I will ask Senator Smoot what statement
was made by the representative who spoke for the British commission.

Senator Smoor. Mr. Chairman, I do not care to answer that
(uestion.

The CHAIRMAN. You can answer suth parts of that as you think
proper. ,

Senator Smoor. I think every member of the committee under-
stands that there are conditions existing that should be taken into

consideration.

Senator LA FoLLeTTE. Do you not think this committee ought to -

know just what influenced the commission’s mind ¢

Senator Smoor. I do not know as that has very much to do with
the final decision of the commission. I think that the rates con-
tained in the settlement are the best rates that could possibly be
secured. ‘

Senator La FoLLeETTE. That is your judgment about it.  Now, 1
would like to know what persuaded you to think so, and I think I
have a right to know.

Senator Smoor. I think the rate of 334 per cent for 32 years, for
_ bonds running 62 years, is rather burdensome upon England, taking

[l =i

-
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all of the past history of her loans and rates of interest and obliga-
tions into consideration. I myself made a calculaticn of the rate
of interest paid by the British Government on her obligations for
50 years before the war, and the average rate of interest for that
period was 2.95 per cent. We are asking her to pay for 52 years
31 per cent. It is true that the first 10 years the rate of 3 per cent
is granted. That is because of the fact that if she needs any assist-
ance whatever during the period of reconstruction of her industries
and assistance in the bringing about of an economic stability in the
world it will be for the first 10 years. Therefore, the commission did
agree to a rate of 3 per cent for 10 years and 34 per cent thereafter.

Senator LA Forrerte. Was that the first proposition submitted
by the British commission or the socond ?

Senator SmMoor. This one was not submitted by the British com-
mission; the British Government finally agreed to these rates.

Senator La ForLuerTe. It was a proposal by our commission ¢

Senator Smoor. This was the final proposition, and this was made
by the American commission.

Senator LA FoLLerTE. This proposition ¢

Senator Smoor. This propesition was made by our commission to
England, with the exception of the deferred payment of one-half of
the interest for the first five years.

Senator La FoLLerre. Was it the first proposition that the
American commission submitted to the British commission ?

Senator SamooT. No; the first proposition by the American com-
mission to the British commission was 34 per cent rate of interest.

Senator LA FoLLETTE. Straight through?

Senator SMoor. Straight through, with the privilege of paying
one-half of the interest Ew the first three years—that was the propo-
sition that we first made to Mr. Baldwin, and after discussion of it
he cabled the terms to his Government.

Senator LA FoLLerTE. May I inquire il that included the exten-
sion of payment to 62 years?

Senator SMoor. Yes; it did; and also it included the payments of
so much on the principal within the 62 years as would climinato the
principal at the end of that period.

Senator WaLsH. Did Great Britain promptly accept the proposi-
tion made ?

Senator Smoor. Oh, Great Britain declined it.

Se?at01' WaLsu. That was finally accepted for 52 years at 3% per
cent ¢

Senator Sysoor. Yes; for 52 years; but at the beginning it was
straight 3% per cent clear through. The Chancellor cabled to Eng-
land and he received an answer from his Government that it was
impossible for them to accept those terms. After further conferences
the American commission made the final proposition.

Senator La FoLLerTe. This was the second proposition which the
American commission submitted ?

Senator Smoor. Yes; that for the first 10 years the rate of interest
would be 3 per cent, and for the 52 years thereafter the rate of interest
would be 34 per cent per annum, payable semiannually. That was a
flat proposition, with no other provision. And that proposition was
carried to England by the English commission. It was presented to
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the English Premier and council. They accepted that in principle,
as the cable stated.

Senator LA FoLLETTE. Was that while the British commission were
still here, or had they returned ?

Senator SmooT. No; they were in England; and the Ambassador
of England appeared before the American commission and submitted
the statement that was cabled him from his Government as to the
acceptance of the terms proposed. In that cable there were certain
requests made. The principal one, in fact, the only important one,
was that for the first five years one-half of the interest payable
could be deferred by issuing similar bonds to the original bonds,
drawing the same rate of interest, and, of course, working itself out
in the cnd with the payment of 3 per cent interest up until 1932,
and 3(? per cent thereafter, the same rate as the original bonds
carried. That was agreed to by the American conunission, and
that was put in our letter to the President and approved by the
President as now in the bill.

Senator GERRY. Mr. Chairman, I would ljke to ask Senator Smoot
a few questions. How was the item of $629,000.000 arrived at.
compound interest or just straight interest?

Senator SmooT. Straight 4} per cent interest, and, in that con-
nection, I want to say to the Senator that England paid or. October
15, 1922, $50,000,000, and on November 15, 1922, she paid another
$50,000,000 on the interest, and we allowed her upon that interest
at the rate of 4} per cent up to the date of settlement. December
15, just the same as we charged her.

Senator GERRY. In the statement that was made by the President
before the Congress it was said that the first year's installment will
be $23,000,000.

Senator SmMoor. That is, the interest

Senator GERRY. That is the interest; and then he goes on to say that
the amount of the last installment will be $175,000,000. What are
the amounts each year; have you a table on that ?

Senator Smoot. Yes; and 1 will put that table in the record. I
will say, however, Senator, that the $23,000,000 spoken’ of by the
President is the interest on the $4.600,000,000 at 3 per cont; and the
$175,000,000 spoken of by the President would be the payment
upon the principal for the year 1985, the last payment.

Senator GERRY. And you have a table that you will put in the
record ?

Senator Smoor. I will put it in right now,

Senator GERRY. Showing the amount of interest and the amount
paid upon the principal ?

Senator SMooT. Yes. .

(The table referred to and submitted by Senator Smoot is here
printed in full, as follows:)
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Statement of amounts puyadle to the United States on account of the proposed refunding
bonds to be issued by Great Britain.,

Schodule of an-
nual  interest
installments to | Schedule of *
) be paid by Brit- | annual prin-
ishGovernment | <ipal install- Total
Year. Principal. on refunding ! ments to ho annual
: bonds al ratr o paid on ec- payments.
i 3 per cent for count ol
first 10 vears, 34 principal.
Ber‘ccui un't.i
nat payment.
. - .
Bevresreerennensanossnesnrenessnnss| $4 600,000 sl 000 1 $23,000,000 |  $161, 000,000
e ] Ty 677, 000, 000 13%3102000‘ 23, 000, 160, 310, 000
4,553,&%: 138, 620, 000 34,%,%' }%.ggg,ooo
Bl 45508, 000, 000 135,150,000 1 2% 000,000 160, 150, 000
N ’ 4
il 4y 480,000, 000 134,400,000 27,000, 000 161, 400, 000
S 4y 483, 000, 000 133, 590, %3, 000, 000 ) 590,
LI 4am, 000,020 132, 78", 000 35, 002, 600 160, 780, 000
(d ?
e viveessenessanssenessenaanesscsss] 3385, 000,000 131, 940, 28, V00, , 940,
e 4310, 000, 000 130,100,000 | 30, 000,000 161, 100, 000
L 4,300,000, 161,000,000 | 32,000, 183, 900, 000
e ——— 40308, 000, 160,750,000 | 32, 000, 000 182, 780, 000
4,276,&:;,«10 {g:%%. ;g.g;}ggg 18(‘)'%’000
ST gazem, 17, £20,00' 370000000 | 184,420,000
146,125,000 ! 37,000, 183, 125, 000
LES0 AT | 1R, o, 000
L2000 0000 | LR 060 00
ayy, O] , 505, 006
1390125000 | 42,000 181,125
i N
L SR R AL RR R LT b k ¥, (
g4, 3, 541, 000, 000 134, 443,000 ysﬁm:uoo 180, 435, 000
heneeserrrensnsserrrnneeennrnnaa] 795 000,000 132, X25, 000 5L, 000, 000 183, 525, 000
I s ano0n, 000 GLO0,00 31,000, 152, 040, 000
TN o0, 000,000 120,235,000 | 51,000, 150, 235, (00
3, 042,000 127470000 | 53,000,000 180,470,
Zheuresssnniicesinnesanneneneens 3,580, 000, 5,615, i 53, UM, 000 180, 615, 000
LI w3e000,000 123, 090, 000 377000, 100 180, €KY, 000
B ;ﬁ;,:&,m L2195, 000 | b, 000,000 {gl;,ogg;&%
e 3, 383, 000, 00K} 73500 1 64,000,000 181, 835, 000
B L 9,000, 000 15,105,000 - 63,000,000 129, 115,000
BR.L0LL LTI s, 000,000 12,575,000+ 67,000,000 170, a7, 000
i s oon; 000 NO.F0.000 | 70,000,000 150, 530, 000
B rreiereerneneniannnensncaneesna] 3,088, 000,000 108, 080, 000 | 73, 000,¢ 180, 080, 000
88 errrennans 4, 016, 000, (00 105, M, 000 74, 000, 600 179, 560,000
2 942) 000, (10 102, 470, 000 70 00, 000 180,970, 000
2 700, 000,000 W0 Zk000 | K800, b 3107000
EEbuon| e LA LR
Pt R
Vecsvesansnnes b, 3,225
S 339,000,000 S1/565,000 100,000,000 181,865,000
sl 20230,000,000 TRA65,000 105,000,000 183,305,000
}j%t‘i%:% ggigifg:%[ ,’.“};{ﬂ'}?ﬂ{ 185:%;1?’:00)
Bg.oooooiiii 608,000,600 5«{330:«», 127,000,000 185,380,000
L 1y aea,000, 000 33,033,000 | 142,000,000 185,935,
B n’ma'%’% 32,:31-3,3:)) {.ﬁ,gm,% 185,%2,(1)0
S R T L I R ),
e 1,132:%1000 .“:t‘ﬁ;:%! {4?1&«:)1% }gﬁgggi%
saeseccsbosrsaansassssosnenssesete B\ il ) )
Beaiiiii I %,000,000 W2AK000 | 156,000,000 185, 223,
2{?’%’% 'ﬁ,z%?,% 383’%’% 18,705,000
esececesastsasncocassseconcsrsans . J
oI ansoo0, 12,250,000 | 175,000,000 187,250,000
i 1,000,000 6,125,000 | 175,000,000 181,125,000
OO ceerreenerarnecennrnenealerereriaiaienanidt 6,005,905,000 | 4,600,000,000 | 11,105,965,000
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Senator GERRY. In regard to the interest for the first five years,
there is a proviso there that onc-half of it need not be paid in cash
but can be paid by bonds?

Senator SmooT. Yes.

Senator GErRRY. In that case——

Senator SUTHERLAND (interposing). Liberty bonds ?

Senator GERRY. No; not as I understand it.

Senator SMoot. No; any bonds issued after April 6, 1917.

Senator GERRY. What 1 am driving at is this: Would not that in-
crease the total debt? More bonds would be issued, and then the
rate of payments ;;lrescribed by the agreement would not refund the
entire amount at the end of the 62 years, because your original debt
having been increased you would have to pay interest on that in-
crease and it would change the whole refunding scheme. That is
what I want explained.

Senator Smootr. These bonds are similar to the bonds to be issued.
The bonds payable for one-half of the interest will be in the same
form as the original bonds for the obligation and totally independent
of it, and it will be paid in the same way, and the end of the pay-
ment will be the same year, because if they take, for instance, we
will say, half of the first three years only they will issue the bonds
for one-half of that interest for the first three years. Then in seven
years those bonds will draw a rate of interest of 334 per cent, but
only 3 per cent during the seven years that the issued bonds run
after the original bonds are issued. So that the due date upon any
bonds that may be issued for the one-half interest and the final pay-
ments will be exactly the same.

Senator GErRY. Then in that case the British Government will
have 30 pay more interest if it defers the payment in these first five
years?

Senator SMoor. Yes; or; in other words, Senator, if they defer the
payment of one-half of the interest in the first five years, their pay-
ment in the sixty-second year of interest and principal will be more
than $181,1235,000.

Senator GErRrYy. Exactly.

Senator Smoot. Just whatever the rate of interest and the prin-
cipal upon the bonds at one-half interest amounts to.

Scenator GERRY. But that was not covered in the statement the
President made before the Congress, ‘and I am glad to have the expla-
nation of it now.

Senator Soot. There is no question about it, because it says bonds
of a similar character. -

Senator GERRY. Then at the end of this 62-year period they will
make the final payment of everything; that is, the final date; as a
matter of fact, it will come between 61 and 62 years, if I understand
it correctly ?

Senator SMoor. It will be in the sixty-second year.

Senator Gerry. And the sixty-second year is the final year, al-
though it is not so stated in the statement given out.

Senator Smoor. 1 will say to the Senator that a copy of payments
as I have submitted has been given to the British Government.
They know just exactly what the payments are and just what they
are to be; and when the bonds are drawn this will all be specified in

" the bonds.
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Senator GErry. That the principal and interest——

Senator SMooT (interposing). Yes.

Senator GERRY. The whole program will be finished at the end of
the sixty-second year?

Senator SMooT. Absolutely.

Senator WiLLiAMS. Senator Smoot, if 1 understand, f)art of what
you are going to collect will be compound interest, will it not; that
18, interest on interest ¢ ‘ _

Senator SMooT. Oh, certainly. In other words, Senator, th:
amount that England will pay will be $11,105,965,000.

Senator GERRRY. Senator, is it not true that in taking at compound
interest the difference between the terms of this agreement and the
terms of the present Libert{bonds, that at the end of the sixty-second
year period the amount that the United States would lose in the
transaetion would amount to more than the present debt ?

Senator SmooT. Providing we kept the money and did not use it
in redeeming our obligations, which, of course, is out of the question,
it may be true.

The CHATRMAN. And, assuming our obligations would run 62
years, which they do not. .

Senator SMooT. This bond is an entirely different term and char-
acter than our bonds. I have a complete list of all of the bonded
indebtedness of every name and nature of our Government, the dates
at which they are to be paid, the length of time of the hond, the rate
of interest, and the total amount of interest paid annually under
those bonds, and the total amount of the obligations of the Govern-
ment.

Senator WaLsH. Including the Liberty honds ¢

Senator SmooT. Beginning with the 2 Rer cent consols up to the
last short-time certificate that was issued. And in this statement
I also have here the amount of the debts on which the interest has
ceased. That amounts to $111,558,115.04—the interest is upon that
amount of money, and yet the holders have not called for the pay-
ment of the bonds.

Senator CALDER. No interest is being paid ?

Senator SMooT. No interest being paid—they have not cashed in
their bonds.

Senator WaLsu. What conclusion do you draw from that ?

Senator SMooT. The result of that is this: The total gross bonded
indebtedness of the United States, short-time certificates and every
interest-bearing obligation, is $22,731,162,374.66; that is, on the first
of this year.

Now, we will take our consols, 1925 bonds, Panama bonds, and
conversion bonds—by “conversion bonds” 1 mean those in 1915
and 1917—amounts to $883,670,230. The rate of interest paid upon
those bonds each year is $20,889,488.60; the average rate of those
bonds is 2.36 per cent.

Then we came to our Liberty bonds—the first Liberty loan, the
second Liberty loan, and the third Liberty loan—and they amount
now unpaid to $14,990,027,100. The amount of interest paid by
our Government upon all of those Liberty bonds per annum is
$626,347,858.36; the average rate of interest upon those bonds is
4.17 per cent. Of course, many of those are due in 1927: the longest
one runs to 1947; the bulk of them fall due between 1927 and 1942,
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The CuairMAN. Those finally due in 1947 are redeemable by the
Government prior to that time ?

Senator Smoor. The Government has the privilege of redeeming
them in 1927,

The CuairMAN. I mean those that run as far as 1947; has not the
Government a right to redeem them before 1927 ?

Senator SMooT. The Government has the right to redeem them in
in 1927—all of the second Liberty bonds.

The CHAIRMAN. I mean some of the others. The second Liberty
bonds come due before 1947,

Senator SmooT. The third Liberty bonds are all due in 1928; and
the fourth are all due in 1933 or 1935, at the option of the Govern-
ment of the United States.

_ ger;a%;or Carper. I understand you to say that the average rate
15 4.1

Senator Smoor. Yes.

Senator WaLsH. What is the average rate of interest on all indebt-
edness during the war period ¢ .

Senator Saoor. Let me put it this way: The average rate of inter-
est on the total interest-hearing debt is 41, or, to be exact, 4.209; and
then the average interest rate on interest-bearing debts, inclusive of
the pre-war loans, is 4.28. .

Senator GERrY. Senator, I would like to ask you a question in
regard to those honds that were issued previous to the war, and which,
I believe, come due in 1930, and I think some of them in 1925. They
have the circulation privilege ¢

Senator Smgor. The 2 per cents have the circulation privilege.

Senator GERRY. Which is worth 1 or 2 per cent, and while on their
face they appear like 2 per cent bonds, as a matter of fact, they are
really 4 per cent !

Senator SmooT. No, Senator; nobody claims 2 per cent difference
for circulating privilege. So far as the Government is concerned, in
paying the interest upon them, it is only 2 per cent. ]

: belna.tor CALDER. at was the rate of interest on the first Liberty
yonds ¢ ’

Senator Syoor. It was 34 per cent.

S(?snator CarLpeR. And those 3} bonds were tax exempt, were they
not? -

Senator Smoor. All tax exem%t. ‘

Senator CALDER. They probably could issue the whole loan at
3% gxer cent, tax exempt !

enator Smoor. If conditions were anywhere near normal, 3 per
cont tax-exempt bonds would bring par or more. For instance, I
have here a table——

The CrAIRMAN. Before you come to the table: In other words,
in your opinion, the Government, as soon as any of these Liberty
bonds become due, can we replace them with bonds of the Govern-
ment at 3 per cent ? ;

Senator Smoor. I think they can, if tax exempt. But I hope
they do not issue any more tax-exempt bonds in the United States.
They will, however. But I think it is one of the very worst things
for the Government to do. It is drying up the source of income for
the Government.
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The CamrMan. Will you have that table put into the record?
Senator Smoot. I will. )
(The table referred to and submitted by Senator Smoot is here
printed in full, as follows:)

Ttcwized statement of the public debt as of January 31, 1923, showing (D date of issue;

(2) rate per cent per aruun; () ;
year on the outstanding principa

rate of inderest per annum,

First Liberty loan of
1932-1947--
3} por cent bonds of
1032-1047.
Converted 4 poer cent
bonds of 1942-1847.
Converted 43 per
cent bonds of 1932-
1847,
Second  converted

4’ per cent boads
of 1932-1047.

Second Liberty loan of
1927-1942—
4 per cent bonds of
027-1042,
Converted 43 por
cent bonds of 1027~
1142

Third Liberty loan of
1028,

Fourth Liberty loan of
1933-1938,

‘Treasury bonds of 1947~
1952

Notes:
Victory Liberty loan 43

{On the basis of 'laily ‘Treasury statements. )

! Date of issue.

i

Bonds: l
Consols of 1830......... o Aprd, 1900......
Loan of 1925..... . Feb. 1, 1895.. ..
Faniamas of 1916-1836.... Aug.1,1938.....
fanamas of 1018-1938 .....| Nov.1,1908.....
Panamasof 1961 ......... | June}, 1911......
(l:an‘mrs!o? bo?)ds'&;' ceer) ggg. 1 | 19}6il71 .

ostal savings bonds..... . uly

& 1oz’
b1 | PN .

June 13, 1917.. ...
Nov. 15, 1917... .
Muy 9, 1918......

Oct. 24, 1915.....

Nov. 15, 1015....
May 9, 1913.....

May 9, 1908......
Oct. 24, 19IN.....

Oct. 16, 1922.....

May 20, 1019....
%&rcent, maturing May
, 1023,
Treasury notes—

Serles A-1024........ June 15,1921. ...
Serles B-1924........| Sept. 15, 1921....
Series A-1925....... | Feb. 1, 1922, ...
Serles B-1023., .| June 15, 1022. ...
Serles C-1925. Deo. 15, 1922, ...
Serles A-1920. .| Mar. 15, 1922....
Serios B-1026. J Aug. 1,1922,, ...

Serfes A-1927.

.| Jan. 15, 1923.....

wincipal amount owtstanding: (4) the interest for one
at the interest rate for each issue: and (5) the average

. Principal Igat;?l(?“ ‘g (‘)nel A
] g n princ verage
1:3““:'1!2”! amount%ub ?)utstanging.lgg. ‘ruteogf
* ¢ standing, 31, 1923 (partly | interest.
i estimated).
SN N N s
Per cent, Per cent.,
21 $599,724,050.00 $11,904. 481, 00 '
4| 118, 480,900.00 4,739,596, 00 |
2 48,9534, 180. 00 970,083, 60
2 25,947,400. 00 518,948, 00
3| 49,800,000, 1,494,000, 00
31 28804;500,00 , 835,
24 11,860,200, 00 206, 505, 00
...... .eeo| 883,670,230.00 ] 20,889,448.60 2.364
33 | 1,410,001,030,00 {  49,350,036.75 |..........
4 11, 2,450, 00 161,608,00 |..........
43| 526,705,400.00 |  22,387,520.50 |..........
41 3,492, 150, 00 145,416.87 [..........
1,951, 801, 050, 00 T2,347,680.62 |..........
4 49,771, 70, 00 1,990,870.00 |........
43 | 8,218,058,700.00 |  136,702,904.75 |..........
3,26%,480,450,00 |  138,753,884,75 |..........
4} | 3,430 837,750.00 { 146,193, 108.37 [.......
13 | 6,329,957, 850, 00 269,023,208.62 |..........
14, 990, 027, 100, 00 626,347, 458, 36 4,178
4 763,913, 800. 00 32, 461, 121, 50 25
44 843,634, 500, 00 40,072,638, 75 4.76
53| 311,191,600.00 |  17,803,517.00 |..........
54 390,700, 100, 21,488,836.50 |... 000000
48| 598,381,200,00 |  28,493,240,50 11000
4§ | 330,334,800, 14,452,147.50 {..........
4 448,901, 160, 20,200,6561.75 |........ .
616,769,700, 00 29,296,560,75 1..........
4 459, 039, 900, 19,500,195.75 |....0eeee.
43 | 366,741,435.00 |  16,503,304.67 |......oos
3,522,008, 883, 00 167,767, 422,32 4.763
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Iteoiized statement of the public debt as of Janwary 31, 1923, showing (1) date of issue;
() rate per cent per aniem; (8) /ari.nm' pal einount outstanding: (4) the interest for one
gear on the outstanding principal at the interest cate for cach issue; angd (5) the average
rate af interest pee annnn—Continued,

Siem s v eiwocrems ee semmins e e ot et s rm bien - e e

|
’ | Principal - yoas o prisciest] A
) ' nelp. : n prin verage
Date of issue. {,‘:ﬁf&“ | amountout- | outstanding Jan. | rato of
' * ; standing. 1 31, 1923 (partly | interest,
i estimated).
]
Othe: : Pereent. | y Ler cent.
Treasury certificates— ;
Series TM-1023......: Mar. 15, 1922, .., 4 $265, 170, 000. 00 $11,209,725.00 |..........
Series TM2-1923...... Dec. 15,1922, ... 3 111,984, 500, 00 3,819,807.50 |..........
Scries 'INI-1923, ......0 sune 15, 1922, .. 3 264,000, 000, 00 9,900,000.00 |..........
Series TS-1023.......: Sept. 15, 1922, ., ¥ 327,09, 000, 00 8,512,500.00 1,.........
Scries TD-1923. .. ... ; Do, 15,1022, .., 4 197,230, 100, 0 7,889,204.00 |..........
; f 1,065,394,600, 00 41,191,236, 50 3.504
r
War savings sceurities, . Jun. 2,1919, 1920, | 4 05,990, 473,97 | 3,830, 618, 964
serias of 1019, 1020, and | Jun.'3, 1921, !
1021( not cash recelpts). )
Troasury savings secorl- © Varfous dates ] Tl
tles (redemption value :  from Dece. 15, {_"-‘ ’ 159, 355, 114, 58 8, (47, T19. 87 .25
cortificates  ont- | 1921, [ .
standing). ]
Total interest-boare ..o oviiiiiiiiiiea]oernrnanes 22,354,059, 703, 55 ! 040,922,364, 86 [..........
ing debt. ' '
Average interest rate on {oonoennnannnn o S P 4. 209
total  interest-heaving )
debt, :
Average interest rate on J........ PR eveeesiisienriannslies [T PRI 4,280
interest-bearing debt, )
exelusive of prewar |
founs. :
Pebt on whihintetest fooooiiiiiiiiiiiieiiennen, LEE AN | & R N
has censed, .
NORINErest-hRATINg deht [ . evversenrerfenennes L 208,544,308,07 |, cererfeens i
[} B ==
Tolal grossdebt.cocieifoesesnnsseas cereesfesennne ...i22,7ﬂl,162,374.66 I tesessacen

Senator GERRY. I would like to ask the Senator one more question,
if I may, and then I am through.

Senator SMooT. Yes.

Senator GERRY. Fiﬁurin the difference between the proposed
uFreemcnt with the British Government and the amount that the
United States Government is now Fnﬂing ou the Liberty bonds, is it
not true that the loss at the end ol the sixty-second period, without
compounding interest, would amount to over a billion dollars?

Senator Syoor. 1 have not figm’cd it that way on that basis, be-
cause I am sure it will bo perfectly useless. England will not be
paying this amount of interest during the sixty-second year period,
if civilization exists and the economic stability of thai country is
restored-—there is no more doubt about it than that we live. '

Senator GERRY. Many experts do not agree with the Senator.

Senator SMoorT. 1 can take the history of the past and grove it,
not only in respect of this country but of England itself. I have the
equivalent rates of interest paid by England on her obligations,
heginning with tho year 1697 down to the present time-—let us begin
here at 1739, if you want to,

Senator WarLsin. What are you reading from ?
Senator SMooT. I amn reading from Quotations of Interest Upon

IInglish Obligations. I can go back to 1749, when there was 3.3 per
cent.



REFUNDING OBLIGATIONS OF FOREIGN GOVERNMENTS. 15

Senator WaLsst. Interest under war and pre-war conditions ?

Senator Smoot. I am calling your attention to the fact that it
shows that for the 50 years before the war the average rate of interest
paid by England was less than 3 per cent. )

Senator GerRY. Then the Senator’s contention is that they will
be able to horrov money during the latter part of the period for less
than 3} per cent, and that is what I meant when I said that a great
many experts do not agree with the Senator.

Senator Smoot. I am quite sure of it; and, not only that, if there

is not an upheaval in the world and the world gets back to a normal
condition and economics become sound again in all of the countries
of the world, England will pay this debt off before the end of the
sixty-second year; she will be borrowing money at a lower rate than
3% per cent and she will pay her 3% per cent obligations to the Gov-
ernment of the United States whenever she can secure money at a
less rate than 3% per cent.
_ Senator WiLLiams. In addition to that, is it not true that the
Senator’s question is based upon the supposition that our Liberty
bonds will run for 62 years, and that we will continue to pay the
present rate of interest all the time?

Senator Smoor. Yes.

Senator WaLsu. England has the privilege to pay ofl the debt
during the term of the ‘hond ¢

Senator Smoot. She has that privilege, and we want her to have
that privilege; and England will never ylmy us 34 per cent on our
bonds if she can borrow the money at a less rate; and if conditions
in the world are comparable with the conditions 50 years before the
war, or 150 years before the war, then, of course, she is going to pay
them off. Her rate of interest in 1897, as shown here, was only 2.4
per cent, and it runs 2.9, beginning with 1891: 2.8, 2.7, 2.5, 2.4, 2.5,
2.6, 2.7, 2.9, 2.9, 2.7, and 2.8,

Senator DiLLiNGAM. Between what years ¢

Senator Smoor. That is from 1885 down to and including 1910.
And let me call your attention to one fact.

Senator WaLsit, What was it in 1910?

Senator Smoor. In 1910 it was 3 per cent. .

Senator WaLsi. And then from that time on, during the war
period, what was it

Senator Smoor. During the war period the average was 4.5 per
cont, in 1919. The average was 3.9 in 1914, when the war first
began. Then it jumped to 4.1.

nator WarsH. What was the highest rate ?

Senator SmooT. The highest rate was 4.5, in 1919,

Senator WaLsH. Does that include pre-war?

Senator Syoor. All.

Senator WaLsH. What was the average rate of interest paid on
strictly war indebtedness ?

Senator SMoor. The war indebtedness, I think, taking all of her
5 per cents that were issued, but for shorter periods of time. ’

Senator WaLsH. And including our own ?

Senator Smoor. 1 think it vyou?d be about 4% per cent. I have not
figured it definitely, but I think more than likely it would be 4§.

12503232

v
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_Senator WALsH. Did not the British commission furnish you that;

did you not find out the average interest rate on war indebtedness ¢

Senator Ssoor. We knew what the rates were. We have all of
the loans, and I can figure it out in a very little while, Senator.

I want to call attention to the fact that the six-year period of the
war cost the British Government more than the whole 226 years’
period preceding it—the exponses of the British Government during
that six years was more than the total expenses of the British Gov-
crnment for the 226 years preceding the war.

f there is any other question you would like to ask, I would like
to have you do it now.

There is & matter here I want to bring up about an amendment
that was offered to this bill in the House.

The CuiazrMAN. Do you wish to say anything about the present
economic conditions of Great Britain that would justify any leniency
at the present time ?

Senator Smoor. Great Britain is owing $38,000,000,000; that is
her total indebtedness. Great Britain advanced to the very Govern-
ments that we made advances to over $8,000,000,000. At this point
I will insert, if there is no objection, a statement showing obligations
of foreign governments held by the United States. .
by (The statement referred io and submitted by Senator Smoot is
here printed in full, as follows:) -

Statement showing obligations of foreign Governments held by the United States (including
those beld by United States Grain Corporation), interest acerued and unpaid thereon up
to and including the last interest period, and interest heretofore paid.

i emre o e ee cimsmimee e s e a4 e mmnimas b eeewe s il ek e kAl e e o bna o o —a teervae e

Princivel lntgrest oéc‘f‘med

rine And unpald up Total Interest herctos
¢ A amount of to and includin
ountry. obligations. | thelast interosy | indebtedness, fore paid.
period.

11 959J9l7.49 $1,677,256. 88 $13,637,174.37 |eeeeerccrencanss
‘241 35, 708, 92 2,165,013.81 | 26,220, 722,73 |. .. .0o o)
377,123,745.94 |  51,301,987.91 | 428,515,733.88 | '$14,609,062.01
7,740, (11 P PP , 740, 00 1,869,733, 14

R5, 515, 39 ’ 301, 178.09
IS000 146,60 | 2,080,626.60 | 16,088,778 |......... ...

‘13,300 500 80020 | 430,016.005.68 | 3 770,008, 085, 38 |17, 304, 100,68
? ¢ L o (] ? o ¢l t4 U . m’ 132! 185.50

C13c 8180388, 44 1 611,014,201, SE | 4,746, 862, £60. 20
2| 12, 000, 000. 00 '375,000.00 |  18,375,000.00 | " 1,159,153,34
: 1,685, 835, 61 202, 300. 28 188813589 [ eunvunrnnene.
1,648,031,000.90 |  243,450,£83.37 | 1,891,514,834.27 | 67,698,852, 42
17 532287, 14 613, 576.87 5,775,864.C1 ? 126,266, 19
26, 2! 868, 8% 28, 868,86 §61.10
4,961,626, G3 747,244,20 5IBWMLI ... ens
e , scoso0ssscsnreae .o y ttevsevstocrnons
..... 135,662,867.80 | " '17,380, 786,137  103,043,662.93 | 1,200,620,78
%%nhgnia... ©1 88,128,494, 84 5,253, 41,412,453.79 283,313, 74
RUSSI®eveeoervmnrs - | e2leon2er.37 | . 85,010,427.03 | 227,620,724.40 |  7,717,333.43
SOIDIR. + v v orvensineneenenrnaa 51, 104, 505, 68 7,336,455.81 | 58,441,051.39 636,060, 14
Total........ efuueerens...|10,102,252,207. 13 | 1,422,609,662.02 |11,524,951,860.15 | 500,002,100.71

l‘Includos $61,000,000 of British obligations which wore given for Pittman silver advances and for
which an sgreement for payment hes been made.

interest as it becomes due, X
g%‘}%&?ggt dne on Nicaraguan notes until maturity, asis also the case with certain Bolgian obligations

aggregating $2,284 ,161.40,
Senator SmMooT. I want to call attention to an amqndment made to

the bill in the House. )
Senator WarLsa. Have we any bonds in our couatry comparable

to this proposed bond ?

.
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Senator Smoor. We have no comparable bonds in our country
running the length of time agreed upon, and I think as a mere ques-
tion of business the rates of interest secured in this settlement are all
that they ought to be.

The CHAIRMAN. Are economic conditions in Great Britain such as
to affect her ability to make any immediate payment ?

Senator Smoor.” Senator, it will be impossible for her to pay any
part of the debt now.

The question arose the other day as to why we used the term “ King-
dom of Great Britain and Ireland,” in view of the fact that Ireland a t
the present time is an Irish Free State. I have a copy here of para-
graph 5 of the article of aireement of treaty between Great Britain
and Ireland, dated December 6, 1921, and that paragraph reads as
follows [reading]:

The Irish Free State shall assume liability for the service of the public debt of th e
United Kingdom existing at the date hereo{ and toward payment of war pensions as
existing at that date, in such proportion as may he fair and equitable, having regard to
any such claims on the part of Ireland by way of set-off or countorciaim; the amoun t
of such sums to be determined, in default of agreement, by the arhityation of one or
more independent persons, being citizens of the British Empire. ’

The British Embassy in reply to an inquiry says that the amount
of the liability of the Irish Free State has not been settled and will
be the subject of long negotiations. I secured this information yes-
terday, because of the fact that the question arose here at the meeting.

Sellmztor WaLsH. You consider the matter favorable for the Iris
people

Senator Smoot. Yes; and, not only that, the name of the Kingdom
of Great Britain and Ireland has not been changed by act of Parlia-
ment in any way; it still exists. .

Senator Warsu. Who orginalj made the suggestion to refund
this debt—this country or Great Britain ?

Senator SMoor. Why, this country.

Senator WaLsH. Great Britain took no steps to refund the debt,
at the outset ?

Senator Smoor. No. \ ) .

Senator WaLsn. And previous to the present administration
coming into power, there had been some negotiations back and forth
by the former Secretary of the Treasury and the former President ?

Senator Smoor. That was as to the payment of interest. T

Senator Warsu, And as soon as this administration came in it
took up the question of refunding the debt. So all steps toward
refunding of the debt were initiated by our country ?

Senator Smoor. By our country. .

Senator WaLsir. Was any proposal made by cither this Govern-
ment or the British Government to ‘Yostpone all questions of interest
on the debt until a later period, until we had passed the present crisis
in world conditions and affairs ? , .

Senator Smoor. No such proposition was made by the British
representatives or by this country, )

Senator WarLsu. This country has rather pressed the question of
getting some terms fixed and determined so as to have the terms of
this debt determined and known?

Senator Smoor. Yes; they have.
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Senator Warsu. Was any proposition made, or talk in the com-
mission, ot any consideration given by the commission to the sug-
geation of Senator Reed about taking the West Indies in part
payment ¢

Senator SmMoor. It was never mentioned.

Senntor WaLsu. You spoke about the British Government pre-
senting a list of its liabilities. That was furnished you by the British
Government ¢

Senator SMooT. They are published to the world, sir.

Senator WaLsu. That was given consideration ?

Senator SMooT. Yes; we have all that information in the Treasury
Department.

Senator WarLsn. What, if any, statement of assets was submitted
by the British Government ?

Senator SmooT. None whatever. We know about what the esti-
. mated amount of the assets of England are---1 mean the published
statements. L.

Senator Warsu. Did the commission consider that although Great
Britain might be enabled by reason of its ability to raise large amounts
of cash to pay this interest, yot, by reason of the fact that it had
property rights and possessions of great value that some of those
might be conceded instead of cash payments?

enator Smoor. No, it was not considered: and T do net think-
Congress would be in favor of it either. )

Senator WaLsi. Do you not think the board of directors of a bank
who had 2 debt to liquidate should inform a debtor, who was hard
up and who had large obligations and could not pay much cash, but
it appeared that they had valuable property rights, that considera-
tion ought to be given to whether some of those property rights
should be taken in payment ?

Senator SmooT. Not in this case, because, I think, that England
is a solvent country, and if England ever goes bankrupt I have little
hopes for the balance of the world.

Senator WaLsu. The only reason for lessening the rate of interest
is that because Great Britain is now hard pressed; that is the real
reason, is it not ¢

Senator Smoor. No, Senator; I would not say that. I think the
real reason is, first, for the economic stability of the world, the

ossible advantages to this country in exchange values; we also took
into consideration the length of the loan and what would be the
normal rate to be paid during the life of the loan.

Senator WaLsu. If you took into consideration the stability of the
world, why did you not make the rate less?

Senator Smoor. Because 1 think this was a fair and just rate to
both countries under to-day's conditions. ' )

Senator WaLsi. In other words, you think this rate will permit
the stability of the world ¢

Senator Smoor. I think it will have a tendency to do so.

Senator WaLsH. More than a lesser or more than a higher rate?

Senator Smoor. I think so. I think, Senator, that when this
thing is finally settled it will be a notice to the world that the two
greal English-speaking countries will have settled their obligations

upon a fair and just basis.
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Senator WaLsn. And you say that the board of directors of a
financial institution, the trustees for the moneys and other people,
would liquidate a debt without taking into consideration the effects
of a debtor?

Senator SmoorT. I did not say that at all. If you want to know
my opinion, if I was on a board of directors of our Government, I
would not take any outside territory in payment; 1 do not want any
such payment, particularly from a debtor whom we know can pay
the money, and I prefer the money to any kind of transfer of peoples
and lands to this country.

Senator WaLsu. You said you did not consider that?

Senator Smoot. I know we did not.

The CuammMan. Do you know of any of the British dominions or
possessions that want to be transferred to the United States?

Senator SMooT. Oh, no; none whatever; and, not only that, Eng-
land would not do it, if they did.

In the House yesterday, the bill was amended, as you will see, if
you have the bill there, on pa:Fc 3, lines 8 to 10: Strike out all of
lines 8, 9, and 10, after the word ““ year”” and the colon following, and
insert In lieu thereof the following:

At the rate of 3 per cent per annum, payable semiannually from Decomber 15,
1922, to December 15, 1932: and thereafter, at the rate of 3} per cent per annum pay-
able semiannually until final payment.

On account of this amendment, we will have to offer an amendment
or two which the House did not do. .

On page 2, after the word ‘“session,” line 8, insert ‘which,
together with the amendment adopted by the House of Repre-
sentatives to clarify the provisions as to the rates of interest, read
as follows.”

Then, on page 3, line 17, after the word “authorized,” insert ““and
so amended.” :

Senator WarLsn. Can they take any bonds issued in the next (wo
years and apply them on the public debt?

Senator SMoor. There is a doubt about it in my mind.

Senator WaLsn. Then why not say so?

Senator Smoor. This is an agreement that we make on this day,
and bonds issued before that time——

Senator WaLsnu (interposing). I think it means clearly that any
isstie—and I am not criticizing—it means clearly any bonds issued
in the next 62 years can be purchased and ap?lied to this debt.

Senator SmooT. So far as I am concerned, I would like to have it
;‘:}n; ’(,)bliga-tions of the Government issued any time after April 6,

t l .

Senator WaLs. Your commission that drafted it did not have
any doubt about it ? , )

Senator SmooT. I have not any doubt.

The CriazrmaN. You think if it was “any payment of interest or

rincipal may be made in any United States Government bonds
1ssued or which may bé issued since April 6”’—that is the construction
you place on it ?

Senator SmooT. The idea was they were to take bonds issued after
April 6 and not before April 6. So far as I am concerned, I would
be perfectly willing to make it any obligations of the Government
issued after April 6, 1917.
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. Senator WaLsn. Mr. Calder, Mr. Gerry, and myself do not think
it means any issue—and you do not think it does?

Senator SmooT. It means if they are issued 50 years from now?

Senator WaLsH. Yes.

Senator SMooT. I do not think it does, and even if it did I would
not object to it. I do say that this settlement is made as of December
5, 1922; that is the date of the settlement, and it says here ‘‘Any
gayment of interest or principal may be made in any United States

overnment bonds issued since April 6, 1917”—up to the date of
settlement.

Senator WaLsu. What do you think about it, Senator Jones?

Senator JonEs. I think Senator Smoot is right about it, hecause
thgv are issued bonds.

enator SMooT. And not being issued ?

Senator JoNks. Not to be issued; and they are issued since April 6.

Senator SMooT. They are issued; they are not te be issued.

The CuatrmaN. For instance, 50 years from now.

S(ianator SmooT. They were not issued when this agreement was
ma e‘

The Criairmax. 1 think it is not as clear as it ought to be, but 1
do not know as it would make any difference. The only point was
if we should issue 2 per cent bonds they might be bought up to take
care of 3 per cent bonds.

Senator CALbER. The insertion of the word “after” would make
it clear. It is a little doubtful, and I am inclined to think that
Great Britain will argue along Senator Walsh’s line of reasoning.

Senator SMooT. 1 do not know why you say that, when it says,
“issued April 6.” This bargain is made as of December 15, 1922,
and we agreed to take the bonds issued since April 6.

 The CiammmaN. What objection is there to saying “ Government
bonds issued since April 6, 1917, and prior to December 5, 1022717
That is the meaning, what the commission intended, and I can sce
no objections as long as you are making amendments, anyway.

The committee will now stand adjourned to meet in the room in
the Capitol at 2 o’clock this afternoon.

(Thereupon, at 11.35 o’clock a. m., the committee took a recoss
until 2 o’clock this afternoon.)

AFTER RECESS.

The committee met, pursuant to recess, in the Finance Committee
room in the Capitol, at 2 o’clock p. m.

The CizAtRMAN. Senator Smoot, will you proceed ?

Senator Smoor. Since our adjournment, I have called to the atten-
tion of the Treasury Departmoent the wording of the bill found in
lines 14 and 15, on page 3, reading as follows:

Any payment of interest or of principal may be made in any United States Govern-
ment bonds since April 6, 1917, <uch honds to be taken at par and acerued interest—
and asked what construction the department would put upon those
words, and if there was any understanding with the British repre-
sentatives as to whethoer that included any bonds that may hereafter
be issued: that is, after April 6, 1917, and I am informed that the
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construction would be that if any bonds were issued after April 6,
1917, the British Government would have the right to pay those
bonds at par and accrued interest upon the obligations,

Senator WarLsu. In other words, any bonds issued by our Govern-
ment in the next 62 years may be used by the British Government
to pay either principal or interest ?

Senator SMooT. Yes; providing the bonds run the full 62 years.

Senator LA ForrLerrr. It was not vour understanding of the
meaning ? :

Senator WarLsu. That does not necessarily follow.

Senator Curtis. Providing our bonds are not paid off in full by
the British Government ¢

Senator Smoor. Oh, yes. My construction of the language, Sena-
tor, was this—and I think it is susceptible of that construction-—that it
would mean the honds that were issued between April 6, 1917, and
December 15, 1922.

Senator LA FoLLETTE. And that was the understanding of your
associates on the commission ?

Senator Ssmoor. No; their understanding was any issue after
April 6, 1917.

Senator LA ForrLerre. With whom did you talk in the Treasury
Department ¢

enator Smoor. I talked with the Secretary of the Treasury.

The CHAIRMAN. The Secretary of the Treasury has given it the
legal construction.

Senator Smoot. I suppose it could be considered that way, Senator,
and that would be the way it would be treated.

Senator Warsu. Do you think the language is sufficiently clear to
put that construction upon it ?

Senator Smoor. Yes; I think so.

The QHAIRMAN. Are there any further (uestions to be asked Senator
Smoot ?

Senator WaLse. It means, in other words, the bonds issued at
23 or 3 per cent and selling at 95 or 98.

Senator Smoot. Of course, we will not issue any bonds unless we
get par for them, Senator.

Senator WaLsH. I know, but if they can be bought on the market,
such as Liberty bonds may now, it is possible ?

Senator Smoort. I think it could be possible, but not very probable.

The CuairMaN. Then, I move to amend the bill—we have not the
House bill before us, and there might be some change—by striking
out all after the words “United States,” on line 5, page 2, down to
and including the last word in line 8; in other words, striking out the
words “recommended by the commission and approved by the Presi-
dent, as set forth by him in a message presented to Congress on Feb-
ruary 7, 1923, as contained in House Document Numbered 554
Slxtiy-seventh Congress, fourth session,” so that the proviso would
read:

Provided, 'That the settlement of indebtedness of the United Kingdom of Great
Britain and Ireland to the United States, asfollows,

‘Then it sets out what the indebtedness is and how it is to be paid.
'l;]hosehin ({avor of that amendment will signify the same by raising
their hands.
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(The motion prevailed.)

Senator WaLsH. I suppose the committee wants to report this
bill to-day. I submit a request made to me by Senator Reed’s
secretary, who just called me from the Chamber, and said he had a
telegram from Senator Reed saying that he was leaving Missouri
to-night and would be here Monday noon, and requested that action
by the committee be deferred until his return.

The CuairMan. I doubt that it will be taken up before Tuesday.

Senator SMooT. Not to report it out by the committee ?

Scnator WaLsH. Yes. I thought I ought to convey the request.
1 move that further consideration of the bill by the committee be
postponed until Senator Reed returns Tuesday morning at 10 o’clock.

(The motion was lost.)

Senator Warsn. 1 would like to have the record contain the
minutes of the secretary of the commission.

Senator Smoor. I have no power to furnish them.

Senator WaLsH. I would like to have the minutes of the secretary
of the American commission included in the reconrd.

The CuammMan. I do not know about that, because I do not know
what they are, and I do not know whether they are something that
ought to be published at this time or not.

Senator La FoLLerre. | move that the secretary of the commis-
sion be called before the committee this afternoon, if the bill is to be
]r(}portod. and take his testimony, with the opportunity to question
vm.

The CuairMan. We have had the testimony of Senator Sinoot,
which has been very full; we have hid the testimony givea in the
House hearings, the statements made by Mr. Burton and others in
the House, and it seems to me we have covered the subject pretty
thoroughly. Besides, we have had some years of discussion of the
subject on the floor.

Senator WatsoN. What is in this secretary’s report?

Senator LA ForLLerTE. I suppose the report would contain the
motions and each step leading up to this final agreement.

Senator Smoor. Senator, I think that I told’ vou the steps that
were taken.

The CuairMaN. I do not know what notes have been kept; I do
not know but that it might be that many things relating to the
" debts of other nations which have vet to be settled were referred
to, and it seems to me very doubtful whether we should just simply
blindly ask for all notations made by a commission which was not
sitting in public at all, but which was discussing debts due to the
United States and between the several countries that were owing us,
and whether it might not be detrimental to our interests and in the
interest of the commission, enlarged as I hope it will be, in the set-
tlement of other indebtedness due this couritry, I hope this will not
he insisted on.

(Senator Walsh’s motion was put and lost.)

Senator LA FoLLETTE. I made the motion that Mr. Wadsworth,
the Assistant Secretary of the Treasury, who was present throughout
these negotiations and acted as secretary of the American commis-
sion, be called before the committee, in order that the committee
might ask him questions pertinent to this bill which is before the
committee.
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Senator WaLsa. And examine his records.

. Senator LA FoLLETTE. And examine his records; and, I would say
infreply to what the chairman said when I submitted that motion,
that it would be entirely within the authority of the committee to
reject any portion of the minutes or to question him with regard to
his minutes only as they pertein to this British debt; and I am very
strongly of the opinion that this committee and the public is entitled
to know the contents of those minutes of the meetings of the two
sessions as they bear upon this particular bill.

Senator WaLsu. 1 want to state that I am very strongly of the
opinion that the public interest in this matter is such that they are
entitled to access to all records leading up to the agreement that was
finally reached. .

_ The CrairMAN. While I shall not be in favor of the motion at the
* time it is voted on, if we send the bill in I will make inquiry as to
- those, and I know of no particular reason other than I have men-
~ tioned why they should not be obtained; and if it is proper and the
department thinks it is pro%er-——and I think they will—I have ro
doubt but what they would be willing to give us a copy, and I wiil
ask that they send it up, if they have no state objections.

Senator LA FoLLETTE. It is my contention, Mr. Chairman, that
this committee not only has the right to see the minutes of the
secretary and know what they contain, but that it is their duty to
know before they report this bill out. .

The CuarrmaN. I think we have everything before us, Senator.

Senator LA FoLLETTE. That is your opinion. .

The CuairMAN. I know it is merely an opinion, and all I vote is
my opinion. Those in favor of the motion will signify the same by
raising their hands.

(The motion did not prevail.) ) .

Senator LA FoLLETTE. I would like a roll call ¢:> that, Mr
Chairman,

(The roll was called, with the result—3 ayes, 8 noes.) )

Senator SyooT. I move, Mr. Chairman, that the bill, with the
amendment, be reported to the Senate favorably.

Senator La FoLLETTE. I ask for a roll call on that.

(The roll was called, with the following result: 3 noes, 8 ayes.)

The CHAIRMAN. The motion is carried, and the report will be made.

Senator LA FoLLETTE. I ask that the minutes taken by the
stenographer be printed for use by Monday.

The CaaiRmMAN. They will be printed. ) .

(Thereupon, at 2.34 o’clock p. m., the committee adjourned.)
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