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SALE OF FOREIGN BONDS OR SECURITIES IN THE
UNITED STATES

FRIDAY, DECEMBER 18, 1931

UN1tEp STATES SENATE,
ComMITrEE ON FINANCE,
Washington, D. €.

The committee met at 10 o’clock a. m., pursuant to call of the
chairman, in the committee veom, Capitol, Senator Reed Smoot
presiding.

‘Present: Senators Smoot (chairman), Watson, Reed, Shortridge,
Couzens, Keyes, Bingham, La Follette, Thomas of Idaho, Jones,
Metcalf, Harrison, King, éeorge, Whalsh of Massachusetts, Barkley,
Connally, Gore, and Costigan.

Present also: Senator Johnson of California.

- The Cuamexan. The committee will give their attention. We will

roceed with the business before us. I'wish to present Senate Reso-

ution 19, introduced by Senator Johnson on December 10, 1930,
which was reported by Mr. Townsend with an amendment; was con-
sidered, amended, and agreed to; and T ask that the resolution be
made a part of the record, as follows:

Resolved, That the Finance Committee of the Senate be, and it is hereby,
authorized, empowered, and directed to investigate the sale, flotation, and allo-
catlon by banks banking institutions, corporations, or individuals of foreign
bonds (‘w securities in the United States, and particulavly to investigate and
ascertuin—

(a) Whether or not any baupks, banking institutions, corporations, or indi-
viduals engnged in the banking business in the United Stutes have, as repre-
gentatives or fiscal agents of any forelun governments, opr otherwise, sold,
floated, or allocated in the United States securities, evidences of indebtedness,
or bonds of any foreign government; and if so, at what prices such securitles,
bonds, or other evidences of indebtedness have been sold or allocated, and what
sums, it any, have been received by the individual, corporation, or bauk so
gelling or allocating as percentage, bonns, remmneration. or commission for
such sale or allocation.

(b) The amount of forelgn governmental securitics, honds, or other ovi-
dences of indebtedness held by hanks, corporations, or individuals doing a
banking business in the United States, including those sccurities, bonds, or
other evidences of indebtedness issued not only by foreitn governments but
by foreign governmental subdivistons and foreizm mumicipalities, together
with the names of the owners or holders of such foreign securities, bonds, or
other evidences of indebtedness, the time and manner of acquisition, and the
prices paid therefor.

(¢) The amount of foreign securities or bonds or other evidences of indebted-
ness issued by foreign industrial associations or corporations owned or held
by banks or corporations or individuals doing a banking business in the United
States, together with the names of the holders thereof and the manner and
circumstances of their acquisition, .

(d) The terms and conditions upon which all of the sakl securities, bonds, or
other evidences of indebtedness have been acquired, and the amounts paid
therefor hy anv of the said banks owning or holding them, .
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This investigation shall be made at the earliest possible moment. and the
Finance Committee, st the conclusion thereof, shall report its findings to the
Senate, the said report and said investigation to be the busis of any leuixlation
deemed necessary relating to the =aid subject matter.

For the purposes of this resolution the said committee, or any duly authorized
subcommittee thereof, is hereby authorized and empowered to hold hearings
and to sit and act at such times and at such place or places as it may deem
necessary ; to employ clerical and other assistants; to require by subpeena er
otherwise the attendance of witnesses and the production of hooks, papers, and
documents; to administer such onths and to take such testimony as the said
committee or any subcommittee thereof may deem necessary: and to do
such other acts as the said committee or subcommittee may deem essential in
the matter of the said investigation.

The said committee or a subcommittee authorized by it may employ steno-
graphic services to report the «aid hearings, the cost of said stenographic serv-
fces shall not be in excess of 23 cents per one hundred words.

The chairman of the committee or any member thereof may administer oaths
to withesses. Every petson who, having been summoned a: a witness by
authority of siaid committee or subcommitee, willfully makes default, or who.
having appeared, refuses to answer any question pertinent to the investigation
hereby authorized, shall he heid to the penalties provided by section 102 of the
Revised Statutes of the United States.

For the purpose of this investigation the expenditure of $5.000. to be paid
out of the contingent fund of the Senate on vouchers approved by the chairman
of sald committee or a subcommittee thereof, Is hereby authorized.

The Crarman. Is Mr. Lamont present?

Mr. Lamo~t. Yes. Mr. Chairman.

The Cuairvax. If you will hold up your right hand—you do
solemnly swear that the evidence you will give in this hearing before
the committee will be the truth, the whole truth. and nothing but the
truth, so help you God.

Mr. LasonT. T do.

The CuairmaxN. Just take a seat there at the center of the table
opposite the shorthand reporter.

TESTIMONY OF THOMAS W. LAMONT, OF J. P. MORGAN & CO,,
NEW YORK CITY

The Cramyman, Mr. Lamont, you have read the resolution before
the committee, have you not ¢

Mr. Lamont. I have.

The CuamryaN. The committee will be very pleased. indeed, for
you to present whatever information you have covering all the re-
quests made in this resolution, as best you can; and any member of
the committee has a perfect right to interrupt you at any time, to
ask any question he desires to ask. If you are prepared now to
proceed, Mr. Lamont, you may do so.

Mr. Lamoxt. Mr. Chairman, I have no formal data to present at
this moment. I had only a little over a day’s notice as to the impor-
tance of coming down here, and while I have ample notes with which
to reply to Senators’ inquiries, the actual tables or data or anything
of that kind I should wish to check up and complete upon my return
to New York, so as to be sure we are filing with you exactly what you
want to have. But upon obtaining exact informnation on that point,
we shall be very glad to file with you very full data on all the points.

Senator Reep. So that we may get this in orderly fashion, let me
ask: You are a member of J. P. Morgan & Co., are you not?

Mr. Lamont. I am.
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Senator Reep. And have been for how long?

Mr. Lasoxnt. For a little over 20 years.

Senator Reen. Will you glance ac the resolution which lies before
you and tell us as best you can what loans of foreign governments
your firm has floated since the armistice.

Mr. Laymont. May I read from my notes, Senator Reed ?

Senator Reep. Yes; if you please.

Mr. Layoxt. For the Argentine Government in long-term loans
$159,800,000.

The Cramaan., Mr. Lamont, in order to save time, let me ask:
Are you in position also at the same time you are giving us informa-
tion about securities or bonds, to state at what price such securities,
bonds, or other evidences of indebtedness were sold or allocated?

Mr. LaMoxnt. Yes.

The Cnarrmax. I think if you have that data with you it would
be a good thing to furnish it at the same time.

Mr. Layont. Well, Mr. Chairman, that last is a pretty large order.
I can give the data that we have coming from our office. Of course
as to the actual distribution all over the country, the figures on that
we do not have because we are not retail distributors, -

The CramMan. But you have the figures that you sold them for?

Mr. LamonT. Oh, yes; we have all that information.

Senator Reep. Let us take the Argentine loan that you have just
mentioned : What spread did you make on those loans?

Mr. LamoNT. The spread, Senator Reed, on the Argentine loan
varied from 314 to 4 per cent, the gross spread.

Senagor Reep. And out of that of course you had some expenses
to pay?

Mr-yLAMO.\'T. Oh, well, of course in order to make that statement
at all intelligible I should have to break that spread up, because
that was the total of the expense of distributing all over the country
throngh bond houses, through houses other than our own.

Senator Reep. That is not the spread that your own firm re-
ceived,l between your purchase price and your first sale to the bond

roup ?
g Mll'. Laxoxt. Oh, no, but quite the contrary. For instance, in
the Argentine loans our firm received no managing commission
whatsoever. A number of institutions were associated with us in
the original group purchase, in which the per cent varied from 1 per
cent to 1145 per cent.

Senator Gore. Could you give us the number and the names of
those institutions, either now or later on?

Mr. Layoxt. I can later on in every case, and will do so. I
could not give you that data now because I have not got it here.

Senator Georee. Mr. Lamont, the total amount of Argentine bonds
you have given us included all bonds you handled ?

Mz, Lastoxt. It includes all long-term bonds handled.

Senator Georee. All lonf-term bonds handled?

Mr. Layoxt. Yes; for the Argentine.

Senator George. I thank you.

Mr. LasoxTt. When I file this data I can continue, Senator Reed,
with the break up of this gross spread, so as to show in what manner
it was distributed among the various distributing groups that
handled these bonds throughout the country.
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Senator Reep. All right, I will thank you to do that. But as I
understand your answer, neither you nor your firm received any
commission as managers or otherwise.

Mr. Lamoxt. In the case of the Argentine bonds we received
none,

Senator Reen. What other foreign bonds have you distributed ?

Mr. LamonT. I will go on now to the others.

Senator Reep. I will thank you to do so.

Mr- LaMoNTt There were three Australian issues——

Senator Gore (interposing). Just a moment. Could you give us
now the number of investment houses throughont the country that
handled those bonds to the final purchasers?

Mr. Lamont. I can not do that now, but I can furnish you in
due course with the number of houses that were in our distributing
syndicate.

Senator Gore. And then can you give us the number of indivi-
dual purchasers through those houses?

Mr. LamoxTt. No: we have no data on that whatsoever.

Senator Gore. On some of your sales you do have that informa-
tion, have you not?

r. Lanmoxnt. No; we do not sell directly to the investor ourselves.

Senator Gore, The reason I asked you on that point is that I have
had read to me Mr. Morrow’s article published in a magazine, in
which he accounted for distribution through 24 of your investient
houses, or those you operated through, giving the number of indi-
vidual purchasers of the different securities.

Mr. LaMonT. Yes,

Senator Gore. But you are not able to furnish that information
generally ?

Mr. Lamont, Not generally. T recall that article very well, and
it was a very illuminating one.

Senator Gore. It was, indeed.

Mr. Lamoxt. And he took especial pains, Senator Gore, to secure
data as a basis for that article. Now, it may be that Mr, Mitchell,
of the National City Bank, who is to follow me, and one of whose
organizations has been very active in the distribution of bonds, will
be able to give you some data on that. But we have never gone into
that beyond the particular situation that Senator Morrow described.

Senator WaLsnt of Massachusetts. How many distributing houses
are there in your syndicate, I mean approximately ?

Mr. Lamoxsr. I should say on a large issue there are several hun-
dred, and it is possible it might go up to 1,000 in the case of some
issues. But that will appear when we file the actual number in each
issue.

Senator Gore. In the case of the Anglo-French loan, it was 2,200,
I believe,

Mr. Lamoxr, Yes, I think that was so. But that was an unusually
large syndicate. You see, the amount invelved was $500,000,000—
larger than any other foreign government loan ever placed in this
country, being the joint promise to pay of Great Britain and France.

Senator Reep. Now, Mr. Lamont, will you go on to the next item?

Mr, LaMonT. The next item is Australia. The total was $165,-
000,000 of long-term bonds.
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Senator Warson, Before you go to that, Mr. Lamont, will you per-
mit me to inquire when you handled the last bonds for the
Argentine?

Mr. Lasoyt. Certainly, Senator Watson. It was April 28, 1927,

Senator Warson. What was the amount of that issue?

Mr. Layoxrt. The amount of that issue, Senator Watson, was
$21,200,000.

Senator Jonkes. I understood you to say that you got no compensa-
tion for handling these Argentine bonds or any part of them.

Mr. Layoxr. ﬁ*o, Senator Jones, that would not be quite a correct
way to state it. I said that we got no managing commission for
organizing and managing the group that distributed them. But
we had a share in the various groups which distributed them, and
in that way we received certain compensation, but simply pro rata
on the same basis as other banks.

Senator Jones. But in case of some bonds, you did receive a man-
aging commission?

Mr. Laxoxt. In the cuse of some issues, we received a small man-
aging commission, as we are going to tell you about Lere.

Senator Gore. You say your last sale of bonds was when?

Mr. LamonT, In the case of the Argentine it was April 28, 1927,

Senator Gore. Oh.

Mr. LasionT. Oh, yes; Scnator Watson's question was directed to
the Argentine.

Senator Gore. But you have made other loans since?

Mr. LamonT. Oh, yes.

Senator Gore. I supposed so.

Mr. LasoNTt. No, Senator Reed; you asked me to go ahead. For
Australia, $165,000,000 long-term bonds. We received a managing
commission of one-eighth of 1 per cent in connection with those
issues, and the rest of the spread was divided up as the record will
show. It would take a great deal of time if I attempted to divide
it all up here, but 1 can do so if you like.

Senator Rexp. No; we have so many witnesses I will not ask yon
to go into all of those details at this time.

Mr. Lamoxt. We will furnish you with complete data on that.

Senator Cosricax. Are you prepared to state your compensation in
full in each instance, not merely your managing compensation but
the total compensation ¢

Mr. Layvoxt. We are prepared to state it in a form from which
it can be worked ont. In other words, we have prepared these tables
in percentage of cost ; that is, in accordance with the contracts entered
into with the particular governments. Anybody can reduce it to
dollars and cents if he sees fit.

Senator Rexn. What was the maximum spread in the case of the
Anstralian loan?

Mr. LaMont. The maximum spread was 3 per cent. It varied
from 214 to 3 per cent, depending upon market conditions.

Senator Reen. All right,

Mr. Lamoxt. Now, next is Austria, a total of $50,000,000.

Senator Georee. Would you be good enough to give the dates of
the first transaction and the last transaction?

Mr. Lamont. In the case of the Austrian loan

Senator Grorce. In all cases.
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Mr. Lamoxr. In that event we will go back: In the case of the
Argentine loans, which T testified about (the first date in this post-
arniistice period that Senator Reed indicated), was June 2, 1925,
and the last date, as I have already told you, was April 28, 1927,
In the case of Australia, the first date was July 16, 1925, and the
last date was May 8, 1928,

Now. we come to Austrin: There were two loans, aggregating
$50,000,000, as I have alveady indicated. The first was June 11,
1923, and the second was July 15, 1930.

Senator Gore. What was the amount of the last loan?

Myr. Lasoxt. The amount of each one was $25,000,000.

Senator Gorr. Thank you.

Senator Covzens, Have vou indicated the spread in that case?

Mr. Layoxr, In the Austrian case!

Senator ('ovzexs. Yes,

Mr, Layoxt. In the case of the first one it was 414 per cent, and
in the case of the second one it was 4 per cent, the gross spread.

Senator Reen. Was there any managing commission ?

Mr. Layoxt. Tn the case of the first loan there was none whatso-
ever. Asa managing commission in the case of the second loan it was
one-fifth of 1 per cent.

Senator BixeuaM. Did T understand you to say that the gross
spread included all profits of all concerns handling them up to the
final purchase by the ultimate investor?

Mr. Layoxt. That is it. Of the original group and the further
certain groups, and so forth, who purchase these bonds from the
Governnient, we will say, at a certain figure, and retail them finally
to the investor at another figure, the difference represents the gross
spread out of which all commissions, all expenses, all advertising,
all profits and everything of that kind, must be deducted.

Senator BiNeiay. Are there more than two groups for it to be
divided among?

Mr. LayoxT. In sonte cases there are three groups.

Senator Bixoenax. That is, do you mean the original syndicate?

Mr. LayonTt. The original purchasers and sometimes an inter-
mediate banking group, and then the final syndicate, depending upon
the conditions prevai{)ing at the time. Sometimes as a matter of
safety if the issue can not be handled immediately between the time
of purchase and the time of distribution, the risk is distributed among
the members of an intermediate group.

Senator TmoMas of Idaho. In the listing of the spread wouldn’t
it be well to show in the record what you paid the Governmenv for
the bonds?

Mr. Layoxnt. Oh, certainly that shows in this record that I have
here. For instance, in the case of one Australian bond 1ssue the
price was 98 and the total spread was two and a half points, which
as you will see would make the price that the Government received
9514, That will all appear in this record that we have.

Senator Barkirev. Let me interrupt for a moment in order to

et my mind clear as to the difference between your compensation,
in which you share in prorata percentage with the other institutions,
and what you call your managerial compensation. In some cases, as
1 understand it, in addition to sharing the compensation received by
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the other institutions, you have an item which you call a manager’s
compensation.

Mr. LasonT. Quite so.

Senator BArgLEY, Which is in addition to that prorata compen-
sation, and which I assume is charged for the responsibility and
effort of handling the whole issue,

Mr, Lanoxt. For the responsibility, yes, and the actual work
involved, which is very heavy and very expensive in itself, in man-
aging such a syndicate in these large instances. To tell you the truth,
gentlemen of the committee, I am a little mortified in indicating the
very limited amount of managing commissions that we have received.
I am afraid I may invoke the sympathy and pity of the committee
too much:

Senator BarkiLey, Why would that compensation apply in some
cases and not in others when you assume the original responsibility
in all cases? '

Mr. Lastoxt, It would depend upon the circumstances in the case
of any particular issue. Where one could see that the amount of
managerial work involved was going to be very heavy you would
arrange for yourself a fraction of a commission to try to cover that.
In a case where the work was not going to be so heavy you might
omit it entirely. In the case of the first Austrian loan, there as a
matter of principle, we declined to take any compensation because
that was considered more or less in the light of a public duty, if
we can call it that. Austria was on the verge of collapse, and this
loan had been arranged by the allied nations of Europe and a guar-
anty given it by certain nations. It was for the purpose of trying
to rehabilitate the economic situation of a people suffering from de-
pression and almost in despair, and we made a very extraordinary
endeavor to have the expense just as light as possible, -

Senator BarkrLey. But you have no such rile to apply generally?
In other words, each case stands upon its own bottom?

Mr. Lamont. Yes; each case stands upon its own merits.

Sexéntor Gore. That was one initiate({ under the League of Na-
tions

Mr. Lamoxt. The finance section of the League Nations worked
out the plan, ves. Now, shall I proceed. Mr. Chairman?

The Caammax. Yes; if you please,

Mr. Lamont. We have got through the A’s, namely the Argentine,
Australia, and Austria. Now, we come to the B’s, and first is Bel-
gium. We issued a total of long-term bonds for Belgium of $260,-
gO0.000. The first one was June 1, 1920, and the last one was October
23, 1926.

Senator Grorce, Did you show the houses that handied all the
s]elcméities for those countries that you have named. or do you know
that

Mr. Layoxrt. Well, the data that we will furnish, Senator
George, will show exactly what houses were associated with us in
the original group, what houses, if any, were associated with the
original group.

Senator Georce. I should have said your syndicate. Did they
have other agents here who also handled some securities?
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Mr. Lamont. We were not agents in the ordinary sense of that
word. That is, our house had no fixed agency arrangements with
any of these governments, They were all free to go elsewhere at
any time they liked. But as a matter of fact, practically speaking,
as long as we were serving them acceptably, just as in the case of
the old family doctor, they stuck to their bankers.

Senator Georage. And so far as Belginm was concerned, it dealt
entirely through vour house?

Mr. LamonTt, Belginin dealt entively through our house and the
Guaranty Trust Co. It was a so-called joint account. And in the
same way with other issues, as will appear from the data we give
vou, varions nations dealt with us and the National City Bank on
joint account. But that will all appear on the record heve.

The Cuamyax. Have von that in your record there?

Mr. Lamont, Yes; but I should like to make the point if I may
that we have no fixed agency arrangements with any of these gov-
ernments, not even with the British, the French, or any of them.
They are as free as the air to go elsewhere as they may like.

Senator Gore. In January, 1915, vou made arrangements with the
British Government? You were the fiseal agent of the British
Government as per an arrangement of January, 1915,

Mr. Lamoxt. Of what vear!?

Senator Gore. 1915,

Mr. Layont., That arrangement I think, Scnator Gorve, that you
allude to, wus of a different order.  We had a commercial agency
arrangement, so called. under which we undertook in hehalf of the
British Government to purchase all the great bulk of their supplies
in this country, their supplies of grain and provisions, and raw
materials and all that sort of thing, because they wanted on obvious
grounds an orderly conduct of the matter to have their perfectly
enormous purchases in this country during that period. before we
got. into the war, handled as promptly and expeditiously as possible.

Senator Gore. But that did not relate to the sale or flotation of
securities?

Mr. Lasoxrt, Oh, no. We did flont more than one loan for the
British Government. but cach loan stood on its own bottom as it
came along.

Senator Warsn of Massachusetts. Did you not enter int~ a writ-
ten agreement with those countries?

Mpr. Lasont. Oh, in the case of any particular loan we enter into
what is called a loan contract, yes, in the case of every single issue.

Senator Warsn of Massachusetts. But up to that time they are
free to go to any banking house they choose to in order to float the
loan, are they?

Mr. Lamont. Yes: and after that particular issue is completed
they are free to go anywhere they please again,

The CHARMAN. Can you. Mr, Lamont, in the case of cach one of
these countries, give us the length of time in which a bond issue was
to run, from the date of issue to the date of payment?

M. LasoNt. Yes. And even in the case of this rough table which
I had prepared for my own use here to-day I have indicated not onl}
the total amount of the original issue, but the amount of bonds stifl
outstanding under that issue. In the case of several of these issues
the cntire amount has already been retired. For instance, in the
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case of the Belgian, the first two issues aggregated $80,000,000 and
have already been completely retired. In the case of these other
issues, the operation of the sinking fund, which, of course, is a very
important point in our scheme of things in protecting the American
investor, has resulted in a reduction by a material amount of the
bonds outstanding. You can take the case of the first Austrian issue,
whi-h was $25,000,000, and the operation of the sinking fund means
that the amount outstanding has been reduced to below $18,000,000.

The Cratryan. Will that all appear in the statement that will go
in the record?

Mr. LayoxT. That will all appear in the statement.

The CramrmaN. Very well. You may proceed.

Senator Couzens. Except the spread.

Senator La Forrrrre., Except the spread or where you received
any managerial commission.

Mr. LamoxnT. In the case of the Belgian loans the total spread
varied from 6 points, or 6 per cent, in the early loans when the
market was very, very difficult, down to 4 points in the last loan,

Senator La Foreerie, Did you have any commission there, Mr.
Lamont?

Mr. Lavoxt. I am now looking that up. In the case of the first
two Belgian loans, Senator La Follette, we did not have any com-
mission. In the case of the third loan we had a commission of three-
twentieths of 1 per cent——

The CuamryMaN (interposing). Was that the second loan?

Mr. Lamoxt. The third loan. As I have said, in the first two
loans we did not have any managing commission. In the case of the
fourth loan we had a commission of two hundred and twenty-five one-
thousandths of 1 per cent. In the case of the fifth and sixth loans
we had, in each instance, a commission of one-fifth of 1 per cent. T
think that finishes with Belygium.

Senator Snorrringe. Did you give the total amount of the issues
se]{arntely ¢

Mr. T.amonT, Yes; the total amount was $260,000,000, distributed
among five issues.

The Cuarrman, You may proceed.

Mr. LamoxTt. Next comes Canada with $105,348,000.

Senator Warsi of Massachusetts. At what time?

Mr Lamoxt. April 25, 1922. Well, now, there seems to be a little
discrepancy here which will have to be straightened out. The large
table that I have says $100,000,000 and the small summary that I
have says $105,348,000. But that was the only Canadian long-term
issue. 'The gross spread was 215 per cent; managing commission,
none.

Senator La ForLrerte. What was the last date?

Mr. Lamont. There was only one issue, and that was April 25,
%}922'd We apparently have one issue for Chile-~but, before we leave

anada——

Senator StorTrIpGE (interposing). What was the life of the Cana-
dian bonds?

Mz, LasonT. The life of the Canadian bonds meant that they ran
from 1922 to a maturity in 1952, a 80-year bond,

Senator Couzens, What is your distinction between a short-term
bond and a long-term bond ?
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Mr. Laysost. My generai distinction is this, Senator Couzens.
that a long-term bond is the form of obligation that investors all
over the country are seeking to obtain, in order to have a stable
rate of interest over a long period of time. Short-term notes or
something of that kind, which I will allude to briefly later on. have
to do more with investments for banks, such as short-time paper
that revolves quickly and matures,

Senator Couzens. In the matter of years or months, what is the
distinction between long term and short term? For instance, say
there are bonds issued for 5, 10, or 20 years, what is the general
distinction when you refer to them as long-term or short-term bonds?

Mr. Lamont. That would probably vary according to the opinion
of various experts. I suppose we would call a long-term issue any-
thing from 10 years up. It would be unusual to have any issue
maturing between a 5 and 10 year maturity, and five years or under
we would call a short-term issue. I think that in general would be a
proper distinction.

Senator Couzens. None are issues serially but all for fixed periods,
do you mean?

Mr. Laxont. That is almost always true. But the ~evial effect
is reached by means of the operation of the sinking fund.

Senator Covzens, Oh, yes; I understand that, but I meant in the
hand of the owner they are not serial.

Mr. LayoNt. Not serial as a usual thing.

Senator King. Do I understand that the interest rates begin at
the date of issue or only after the bonds have actually been sold?

Mr. LamonT. Interest dates are fixed in each instance by contract.
That is to say, suppose we were issuing a bond in the middle of
September, usually the interest date would be fixed as of the lst of
October and the 1st of April; and the investor would, of course,
whenever he paid for the bond, receive any accrued interest, if there
was any.

Senator Covzrns, May I ask at that fpoint: Does the agency that
sells these securities act as trustee also for the sinking fund?

Mr. Lamont. The issuing house or some trust company that may
be designated acts as trustee for the sinking fund.

Senator Couzens. Obviously there have been some difficulties in
this country, where the issuing house also acts as trustee for the
sinking fund. Is that a wise gractice, for the issuing house to act
as trustee for the sinking fund

Mr. LamonT. I had not heard of the instance you allude to. In
the case of our house I venture with some lack of modesty to say
that it is a very wise practice.

Senator Couzens. There have been cases that have come to my at-
tention where the issuing house also was trustee for the sinking
fund, and they diverted the sinking fund for other purposes. I am
not saying that it applies to your house or to any other house.

Mr. Lamont. Oh, no.

Senator Couzens. I mean that there is a8 hazard there, that the
investor does not sem to be adequately protected.

Mr. LamonT. I had not heard of those instances. Of course, we
must always presume that the investor, who has a growing desire
for information and intelligence on these points, will buy his bonds
from a house whose reputation is of high standing, or of a bank.
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Senator Reep, Needless to say that has never happened in the case
of any of your issues.

Mr. LamonT. Oh, no, L . .

Senator Couzens. Tell us why you think it is a wise policy to have
the issuing house also the trustee of the sinking fund ¢

Mr. Lamont. Well, I do not know just what is the answer to that.
It is the usual practice. It has been the banking practice ‘for gener-
ations, both in this country and abroad. The house that issues bonds
is supposed to be more closely in touch with the conditions existing
in the country of issue, and it is the natural thing that the operation
should be centered there. You take the case of two outstanding
German Government issues which our house handled—the Dawes
plan loan in 1924 and the Young plan loan in 1930—and there has
heen some question at times in the public mind whether the German
Government was depositing promptly and fully the amounts in the
case of those two issues with its sinking fund agent. We happen to
have knowledge that it is and always has. That is a very valuable
thing, for some one in authority to know and to be able to inform
legitimate inquirers as to the situation, yon see.

Senator Couzens. Is there any limitation placed upon the agent
as to how he may invest that sinking fund ¢

Mr. LamonTt. Oh, certainly; that is all prescribed in the contract
hetween the Government andy the issuing house. Of course, the sink-
ing fund in America is used very largely for the retirement from the
market of outstanding bonds, just as I have quoted in this case of
Austria.

Senator Couzens. And in some cases there may be a very large
profit to the sinking fund by buying their own securities below
market value.

Mr. LamoxT. In some cases that is possible.

Senator KiNe. And that enures to the issuing company.

Mr. LamonT. It enures to the issuing government. But in the
case of these European governments and cases of that kind, I do not
thir}n)kbi]t has been very marked. T could get information on it,
probably.

Senator Couzens. Would it not be of a very marked nature under
existing bond market conditions?

Mr. Lasont. It would be if foreign governments were able to take
advantage of it.

Senator Couzexs. Might not the sinking fund take advantage of
this depressed market on bonds?

Mr. Lamoxr. T suppose if the sinking fund contained a provision
that would enable the Government to go into the open market and
buy the honds it would.

Senator Covzens. Well, isn’t that true?

Mr. Laxoxt. No; it does not always contain such a provision.
Sometimes it does provide that bonds shall be retired by lot or by
drawing. Mr. Mitchell, I take it, knows more about these things
than I do. But that is the way it works.

Senator Warsu of Massachusetts, Are the contracts which you
make with these governments submitted to the State Department for
approval?

Mr. LayoxTt. Not the contracts.
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Senator Wavrsu of Massachusetts. What is your relation to the
State Department about these foreign loans?

Mr. Lasoxt. I would answer that question by saying this. In
1920 President Harding requested bankers in New York, and I think
also in Chicago, to come to Washington, and explained to them that
before they undertook to muke any issues of foreign government
bonds he would like to have it arranged with the State Department
that it should have cognizance of such projected issues, and the de-

artment would have the privilege, if they so desired, of intervening
in any particular instance. The bankers all acquiesced in such an
arrangement. So far as our particular house was concerned there
was nothing new in that matter. We had always informed the State
Department, by word of mouth or however it might be done, of any
foreign issue.

Senator Warsu of Massachusetts. Has that practice continued up
to the iresent- time?

Mr. LamonT. Yes; although in recent years Washington has not,
so far as I have been able to judge, made so much of it.

Senator WaLsH of Massachusetts. In the case of Cuba, is there any
different arrangement with the State Department? Don’t you have
to get their approval first?

Mr. LamonT. I do not believe I can answer the technique of that
Senator Walsh. Of course, the relationship between the United
States Government and Cuba as set forth in the so-called Platt
resolution——

Senator WarsH of Massachusetts (interposing). The Platt amend-
ment, you mean.

Mr. LaMonTt. Yes; the Platt amendment—always comes in. But
we have been very careful in every instance to notify the State De-
guxi)tment, so that I would not make any distinction in the case of

uba.

Senator Binamam. Isn’t it true that the Platt amendment requires
the Cuban Government to secure the approval of the American Gov-
ernment before it can float any foreign loans?

Mr. Lamont. I think you are right on that.

Senator Warsn of Massachusetts. Is it not more acute in the case*
of Cuba?

Senator Bincmam. Yes; it is under our own law.

Senator Couzens. Have you any record of where the State De-
partment has issued an aflirmative letter on these proposed loans,
aflirming the sale of them?

Senator Reep. You mean approving the ixsue?

Senator Couzens. Yes.

Mr. Lamont. They do not do it in affirmative form. They have
done it heretofore in negative form. That is to say, our practice has
been to call up the Secretary of State or one of his assistants and say
that we have under negotiation with, for instance, the Belgian
Government, an issue of $25,000,000, which we propose to make on
or about such and such a date, and would you be good enough to
inform us in advance as to whether the department interposes any
objection. And we confirm that in writing, and would probably
receive from the State Department in the course of a few days, after
it has consulted with the Treasury Department and the Department
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of Commerce, a simple letter stating: “ We have veceived your letter
of such and such date and do not desive to interpose any objection.”

Senator Couzens. Is your understanding of that matter what
Senator Glass generally means when he speaks of the State Depart-
ment O. K.ing these foreign loans?

Mr. Lastont. I would assume that that is what Senator Glass has
in mind, on the ground that the absence of objection constitutes a
blanket approval, which, of course, we have never seen, with all due
respect to éenator Glass.

Senator Warsi of Massuchusetts, Do you know whether the repre-
sentatives of these countries consult the State Department first be-
fore they take up the matter with you?

Mr. Layont. I can answer that in a general way. I assume that
they do not, because they rely upon us to do that. It is not a diplo-
matic matter; it is a financial matter,

Senator Gore. They have never disapproved of more than two
proposed loans, have they?

Mr. Layont. I do not believe I can answer that.

Senator Gore. The potash proposition to France and the Brazilian
Government with regard to coffee?

Mr. Lamont. Well, you have got that more clearly in mind than
I have, Senator.

Senator Gore. I do not think they did,

Senator Conxarny. Regardless of how it is construed, when you
advise the department that you want to float these loar:s and it says
they have no objections—-—

Mr, Laymont, Yes.

Senator CoxnarLLy. You construe it as being all right and they
go ahead ? _

Mr. LayonT, Senator, we construe simply this: We construe that
there is no point of high politics involved which is of such great
importance as to lead the Government of the United States to think
it unwise for us to have such initial negotiations,

Senator Bargiriy. In case the State Department registers an ob-
jection the loan is not floated, is it?

Mr. LayoNT. Oh, certainly nct.

Senator Binenay. Do you, in your advertiseinents, advertise the
fact that this loan has been approved by the United States Gov-
ernment ¢

Mr. Laroxnt. We do not.

Senator Couzens. Do you know of any house that does?

Mr. Lamont. I have not know any such, Senator Couzens.

The Ciamrman. Mr. Lamont, did Brazil make an application to
you for a loan and it was disapproved by the Treasury Department
or the State Department?

Mpr, LamonTt. I will answer that, Senator Smoot, by saying that
we have never had any financial relations with the Brazilian Gov-
ernment, and so they have never made application.

The Crairman. Have you with Santo Domingo?

Mr. LamonT. No.

. Senator Reep. Do you interpret the absence of objection as being
in any sense affirmation of the State Department that the loan is a
secure one or that the credit is good?

92028—31—p1 1——2
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Mr. Lamont, Why, Senator Reed, in no sense have we ever made
such construction, :

Senator Reep. They do not undertake to pass upon the solvency or
the continued security of the loan?

Mr, Lasoxt. They have never given to us any indication of any
such authority.

Senator Gore. I think the State Department has positively dis-
claimed any such implication or responsibility.

Mr. LamonT. No; they made it plain, as I said to the Senator on
my left a moment ago, that it was only a question of some high
politics involved about which the bank would be presumably in
ignorance but which affected the interests of the United States

overnment.

Senator Reep. They have never presumed to pass upon the security
of the loan?

Mr. Layoxt. Oh, never. Never, But I suppose in the case of all
governments or small countries, if they had any special information
as to pending revolutions or anything like that. they would give a
friendly word to the inquiring house. But as for any affirmatory
investigation of the kind you mentioned, never.

Senator HarrisoN. Mr. Lamont, has your house had anything to
do with the Nicaraguan bonds, or were they all with the house that
issued the first bonds many years ago?

Mr. Layoxt. We have never had anything to do with the Nica
raguan bonds.

hall T proceed with this summary?

The Cramryan, Yes; proceed.

Mr. Lasiont. T was going back to Canada, because under Canada
there were two very small issues of Province of Manitoba bonds,
aggregating a little over $5,000,000, and both of them have matured
now.

Senator BineuHam. That is the discrepancy in that figure of
$5,000,000.

Mr. Lamont. Oh, I guess it is. You are right. Thank you.

Senator Reep. Those bonds have been paid, have they?

Mr. Lasont. Those bonds have been paid; yes.

Now we come to Chile. We had one issue of bonds on February
15, 1921, all of which have been redeemed.

Senator La Forrerre, What was the amount?

Mr. Lamont. The amount was $24,000,000, Senator.

Senator SuortRIDGE. What rate of interest?

Mr. T.amoNT. They were 8 per cent bonds.

Senator Couzens, And the spread?

Mr. Lastont. The gross spread was 3 per cent. The managing
commission was nothing.

Next we come to two issues of Republic of Cuba bonds, aggre-
§a§mg $59,000,000, the first made on January 15, 1923, the second

u Sy 1, 1927,
enator BiNxerHam. Mr. Lamont, may I ask a question with regard
to the Chilean loan? » 1 ®
Mr. Lasiont. Certainly.
Senator BinemaM. D%‘pvou happen to know how that came to be
paid off so promptly? ere they able to refund them at a low rate
of interest through some other country?
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Mr. Layoxnt. X assume that that was the case. I assume that that
was the case, but I do not know, but I can have it looked up. i

Senator Bixgitam. They did not refund them by any loans which
you flouted?

Mr. LavMoNT. Noj they did not refund them throughus.,

Senator BiNauaM. Do you know if they were refloated in this
country? ‘

Mr, Lamont. That I do not know.

Senator Bincuas. Will you let us know ?

Mr. Lavoxnt. Yes; although it is possible that some one of the
other witnesses whom you may call that had to do with the subse-
«uent issues may be able to inform you. But we can look it up.

Now, let us see: Cuba bonds, the gross spread in one instance was
248 per cent eommission, and the other instance 1.122 per cent
commission,

Senator Harrisox. Mr. Lamont. did your house float more than
one issue of the Cuban bonds?

Mr. Lasoxt. Two.

Senator Hakrisoxn, Two issues!

Mr. Ladoxt, Two. One in 1923 and one in 1927,

Senator Harrison, The National City and the Chase Bank floated
loans for Cuba, did they not?

My, Lasoxt, I recall that the Chase Bank did. I do not recall
about the National City Bank, Senator, but Mr. Mitchell, when he
comes on the stand, will be able to inform you undoubtedly.

Now we come to France: A total of $300,000,000 of bonds in three
issues: the first, September 3, 1920; the second, November 24, 1924,

Senator Ls FoLLerte. And the third?

Mr. Layoxt. Excuse me—the first is September 3. 19203 the sec-
ond, May 23, 1921; and the third. November 24, 1924, each for a
hundred million dollars.

The first issue has been completely retired. The second issue has
been reduced from a hundred to below $61,000,000. The third issue
has been reduced from a hundred million to helow $71,000,000.

The gross spread in these loans ranged from 5 to 6 per cent. In
the case of the first two loans there was no managing commission.
In the case of the third loan there was one-quarter of 1 per cent.

The CrairMAN. And the rate of interest?

Mr, LayoxT. The rate of interest on the first loan wss 8 per cent;
second, 715; thira, 7. The rate of interest declined, as you can see,
as market conditions improved, manifestly.

Senator SHORTRIDGE. And the life of the bonds?

Mr. Layont. The first issue in 1920 was due 25 years thereafter;
the second was due in 20 years, and the third in 25. As I say, of
thte. t(:ltal of 300,000,000 all but about $131,500,000 have now been
retired.

Senator Couzexs, When you say © retired.” you mean the sinking
fund has retired? 'They may be in the hands of the public, though,
may they not?

Mr. LamoxT. No: retired; taken out of the hands of the public:
no longer outstanding.

Senator Covzens. You meun called?

Mr. Lamoxt, Called.
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Senator Couzens. And the percentage was added for the calling
privilege, was it not?

Mr. Lamoxt, Was added for what?

Senator Couvzens. A percentage was added for the privilege of
calling, was there not?

Mr., LayoxT, Percentage to whom?

Senator Couzens, To the owner., Usually a bond carries 1 or 2
per cent for the in'ivilege of calling.

Mr. LamoxT. 1 could not answer that, Senator, in these particular
instances, but there is no secret about the arrangements.

Senator Couzens. No; I understand.

Mr. Lamont. And it may be made clear in every instance.

Senator SiortrRinGE. When you say it was retirved, do you mean it
has been paid off?

Mr., Lamoxt. Paid off.

Senator SHortrIBGE. Paid off ¢

Mr. LamoxTt. Yes. So that the total obligations of the Govern-
ment of France in this country in long-term bonds out of these three
issues is now $131,000,000 instead of $300,000,000.

Senator Couzens. Does the issuing bank receive a specific secur-
ity or does it just have the general obligation of the country?

Mr. Lamont. That depends in different instances, Senatqor Couz-
ens. In the case of the larger countries it is usually simply on the
good faith, on the absolute obligation of the government to pay it
themselves.

Senator Couzens. In the case of the two issues in Germany

Mr. LamonT. Yes.

Senator Couzens. There was specific collateral put up, and it was
not the general obligation of the country in those cases?

Mr. LamonT. There were specific revenues allocated.

Senator Couzens. Yes.

Mr. LamoxT. And that is the next item on my list and, if I may,
I will acquaint you with that as I come to it.

Senator Couzens. That is all right.

Senator HarrisonN. Mr. Lamont, you said the last issue of the
French securities was in 1924

My, Lasont. That is right, 1924,

Sbie_na?tor HarrisoN, What did they sell-—those securities to the

ublic
P Mr. LayonT. The issue price was 95,

Senator HarrisoN. Ninety-five?

Mr, LaMonTt. Yes,

Senator Harrison. Was France, in 1926, in as good condition—— '

Mr. Lamoxnt (interposing). Wait 2 minute; the 1924 bonds were
sold at 94.

Senator HarrisoN. Was France, in your opinion, in as good condi-
tion economically in 1926 as they were in 19242 There was some-
what of an improvement, was there not?

Mr. LamoNT. So much water has flowed over the dam, Senator.
that I do not know whether I can cudgel my memory enough to
detail what France’s exact economic position was in those years by
way of comparison. Her general condition would be measured by
her credit in the public markets. Do you see? Now, if you will tell
me what you have in mind, perhaps I can clear up your mind on it. ]
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Senator HarrisoN. What I have in mind is that these sold at 94, I
believe$

Mr, LamoxT, Yes, .

Senator HarrisoN. We funded the French debt in 1926, I think, on
the basis of 51. They got a very good bargain, did they not?

Mr. Lasoxt, Well, 1t is not f}(')r me to pass upon, either approve or
disapprove the arrangements the United States Government made.
I thought the United States (Government, in general, made very
excellent arrangements with its debtor countries, .

Senator HarrisoN. They were very generous in that funding
agreement ¢ .

Mr. Lasost, Well, T am not YN sared to enter into motives of
generosity or nongenerosity. I think that they made a very good
arrangement,

The Cramyan, Is it not true, Mr, Lamont, that their currency
went all to pieces, the frane went down to 2 cents just before that
settlement was made?

Mr. LayoNt. When did you say that was?

The CrairyaN. In 1926 was when the settlement was made.

Mr, Lasoxr. Why, yes. Now, as you remind me, it comes back.
The franc began a precipitous decline some time in 1924, and it got
worse and worse, and in May, 1926, or April, 1926, there was complete
despair on the whole sithject of the franc, and the general prognosis
was that the frane was going over the dam.

The Cnamryan. It was freely sold, however, at 2 cents?

Mr. LayonT. I do not remember the exact figure, but it was very,
very low. Tt was not until Poincaré came back into power and had
been in power some months and succeeded in stabilizing the franc
that French Government finance began to come back.

Senator Gore. That was in 1927 or 1928, was it not?

Mr. Laxoxt, Well, T should think that was 1927; yes. Perhaps
it was early in 1927 that things began to look better.,” Well, let us
see, Sometime in 1926 he took such ineasures as gave a better look
to the situation, late in 1926.

The Cuamyran. Stabilized the franc at 5 cents?

Mr. Layoxw. Not as high as that.  About 1 cents.

Senator Harrisox. At 4.

Senator Gonre. About 4.91 and a fraction.

Senator Jousson. Was either one of these French issues pur-
chased outright by Morgan & Co.?

Mr. Lavoxt. They were all purchased outright by Morgan & Co.
and their immediate associates,

Senator JonxsoN, Yes, At what price, if you please, did they
purchase the French jssnes?

Mr, Layoxwr. I can answer that best by indicating the issue price
and the spread, which, subtracted from the issue price, gives you the
price ?t.hut they netted the Government of France. Is that what you
want?

Senator Jonxsox, 1 want first—as I understood, one of the issues
was purchased outright by J. P. Morgan & Ce.

Mr. Layoxt, They were all purchased ontright by ourselves, and
our assuciates, Senator; yes,

Senator Jornsox, Let me see if I can understand it. If I ain in
error, I beg your pardon, but perhaps I may refresh your recollec-
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tion in that regard. Was there not one issue that was purchased
outright by Morgan & Co. and that subsequently was syndicated in
the fashion in which these loans are syndicated ?

Mr. LayoxT. Well, now, my record would not indicate that. I
can have that special point looked up.

Take the case of the first loan, Senator Johnson: it was a hundred
million dollars. The issue price was par, and there was a gross
spread of 6 points, which would mean that France netted 94 for that.
And the original group consisted of four houses.

The second one was issued at 95 with a gross spread of 5 per cent
which made 90 net that the Government of France secured, and in
the original group purchase there were four parties again,

The last one was issued at 94 with a gross spread of 5 per cent,
making 89 net, and there again there were a group of four in the
original purchase.

enator JoHNsoN. All right; the four that you name were the
original purchasers outright of the entire issues; is that correct?

Mr. LayoxT. That is correct.

Senator Jounson. Yes, sir.

Senator Gore. Who were the parties?

" Se;mtor JonnsoN, All right; Senator Gore asked who were the
our

Mr. LamonT. I would have to look that up,and I will furnish it
in the general record that I furnish.

Senator JouxsoN. Now, subsequently, after the purchase thus by
the four—

Mr. LamonT. Yes.

Senator Jonxsox. At the specific price that you have indicated,
i;l s%'ndi(;nting these bonds was anything charged the syndicate by
the four!?

Mr. LayMoxTt. No; it was not put in that form. Senator Johnson.
I would not put it in that form. The original group of four pur-
chased them at the figures I have indicated, and they resyndicated
them to the next group, respectively, at a half of 1 per eent up and
at three-quarters of 1 pee cent up. '

Senator JounsoN. Yes, That is the original four purchased them
and they formed another syndicate; that is correct, is it not?

Mr. Lamoxt. Yes; in which the original four had an interest.

Senator Jonnsox. In which the original four had an interest?

Mr. LasoNT, Yes.

Senator Jouxsoy. And the original four received one-half per
cent and three-quarters per cent?

Mr. LamonTt. That is it.

Senator Jomnxson, In forming that new syndicate?

Mr. Lamont. Yes.

Senator JorNsoN. Then the second syndicate thus formed retailed
the bonds at par, did they not?

Mr. Layoxt. No. In those instances, because the issues involved
were so considerable, and the market was in such a tate as it seemed
wise to require it, there was formed a third, a final. distributing
syndicate,

Senator JouxsoN. Yes. So that there were the first four, then
the second syndicate from whom or to whom was charged the 1 per
cent or the half per cent or the three-quarters, as the case may be?
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My, Lavoxt. Yes.

Senator JonxsoN, Then there was a third syadicate formed?

Mr, LamoNTt. Yes,

Senator JonuxsoN. Was that syndicate charged, then, any percent-
age of the price?

Mr. Lamoxt. The third syndicate—yes; they got the larger
amount of spread.  The final syndicate got the larger amount becuuse
the actual work of distribution fell upon that final syndicate more
fully. They got 4 per cent, respectively, 4 per cent and 3 per cent,

Nenator Jorxsox, Now. let us start with the prices paid for those
three issues by the original syndicate of four.

- Mr. Layoxrt. Yes,

Nenator JonxNsoN., What were those prices, please?

Mr. Lasoxt, Those prices were, respectively, 94——

Senator BiNcuay (interposing). 90 and 89,

Mr., LayoxT, 90 and 89; that is right,

Senator Jonxson, 94, 90, and 897

Mr. LaMoxT. Yes, sir.

Senator JouxsoxN. For what sum or for what price were those
honds ultimately then sold by the last syndicate to the people gen-
erally, or to banks generally?

Mr. LamoxT. They were ultimately sold to the investor, respec-
tively, at 100, 93, and 94. The banks as purchasers are usually
allowed a small commission as purchasers,

Senator Bixgray. Then that accounts for what you call the spread
of the 6 per cent on the first loan, 6 per cent on the second

Mr, Layont (interposing). Five on the second.

Senator BincHAM. Five on the second and 5 on the third?

My, LaMoxt. That is it.

Senator JonxsoN. Would you give, please. the dates of the three
issues each in a hundred million dollars?

Mr. LayoxT. Yes.

Senator Jonxson. That have been dealt with in the fashion that
vou have just detailed?

Mr. Layoxt, Certainly. September 3, 1920, May 23, 1921, Novem-
ber 24, 1924,

Senator Jounsox, Thank you.

Senator BixgHaM., Now, Mr, Lamont. may I make an inquiry?

Mr, LasoxT. Certainly.

Senator BinenaM. I notice in a number of these issues where the
1ssite eame out in 1920 or 1921, as, for instance, in the Belgian loan in
1920, where the spread was 6 per cent; Chilean loan of 1921, where
the spread was 5 per cent ; the French loan of 1921, where the spread
was G per cent—-dmt the spread seems to be very much greater than
bonds issued later. as, for instance, the Cuban loan of 1927, where
the spread was only 1.122, and the Canadian loan.

Mr, LaMoNT. Yes,

Senator Bixcuan, Where the spread was only 214 per cent?

Mr. LamoxTt. To be sure.

Senator Bixouanm. I am curious to know why it was possible in
later years to do business at so much less profit, and why in the period
of 1920 and 1921, which was, of course everybody remembers, the
reconstruction peried in this country, that it was necessary to charge
such a high profit,
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Mr. Lasont. That is, if you will allow me to say so, a very perti-
nent question. And when you use the word “ profit,” we are not able
to use that word “ profit.,” We call it a “spread,” because the most
of it, the greater part of it, was absorbed in actual expenses, in distri-
bution over our very wide territory in this country.

For that reason we had to have a larger spread to work on in the
houses throughout the country in the early postwar years, and it was
because those were the days of early reconstruction in Europe before
the countries were all, in the public mind, thoroughly back on their
feet. And it took more of a process of enlightenment and explana-
tion, for instance, to point out why the obligation of the French
Government, payable in United States dollars, with the present
degree of weight and fineness, was absolutely good than it did later
on 1n the later years of this decade when conditions had become more
stabilized.

In this connection, your former colleague, Senator Morrow, and
a dear friend of a great many of us, testified before a Senate com-
mittee, I think it was in 1926, on that very point, Senator. He cov-
ered it very fully—covered it really better than I can do to-day—and
I would refer you to that testimony. He also covered at that time
very carefully the process by which these bonds are disiributed
throughout the country, the necessary expenses involved by these
various groups in seeing that they find ultimate lodgment in the
hands of the investor.

Senator Watson, Mr. Lamout, they are distributed very largely
to your correspondent banks, are they not ?

Mr. LamonT. Senator Watson, I would answer that by saying we
do not have—our house, you see, is not a bank in itself; it 1s reaily
a house of merchants. We do not have exactly what we call cor-
respondent banks. We have what we call a eyndicate group that we
utilize to distribute through from time to time as these issnex arise.
Tt is made up of banks and institutions which have distributine facil-
ities and distributing houses, and so forth. The svndicate lists in
any instance you like will be furnished to you. There is no secret
about that.

Senator Reep, Mr. Lamont, in estimating the reasonableness of
this spread of which you have spoken, it is a fact, is it not. that you
have to bear in mind the possibility that the syndicate will be unable
to dispose of its bonds and may really incur a loss in each case?

Mr. Lamont. Certainly, Senator Reed. In any ease that arises
where the syndicate has been unable to dispose of the bonds its
lmer:ilbers necessarily have to take over their pro rata share of the
yonds.

Senator WatsoN. Has that happened?

Mr. Lamonz. And, of course, every issuing house muakes a gzreat
point of seeing to it, if possible, that there is not a comeback on the
syndicate. But you are quite right in indicating that in each one
of these grou?s part of the spread must be devoted, we will call it,
to purposes of insurance; that is to say, any risk of underwriting.

Senator REED. In recent years it is a fact, is it not, particularly
in London, that these distributing syndicates have been forced to
absorb a great part of the issues?




SALE OF FOREIGN BONDS OR SECURITIES 21

Mr. LamoxTt. London has a very sad siory on that, Senator Reed.
Oh, yes; they have come back on the hands of the underwriters in
London very heavily. )

Senator Warson, Has that very frequently occurred here, Mr.
Lamont

Mr, Lamont. It has occurred sometimes, Senator Watson. I do
not recall offhand instances of them, but probably there are. There
is always the chance of it, you know.

Sle;nat?;or Couvzens., Has the Morgan Co. had any experiences such
as that

Mr. LaMorT. I suppose we must have had in onr long term of——

Senator Cotvzens (interposing). I mean in the last few years?

Mr. Lamoxr. Senator Couzens, I honestly do not remember, be.
cause those are details that do not come to my attention.

Senator Couzens. They could not have been very extensive for you
to not 1emember, could they?

Mr. Lamont. I think if they had been very extensive, my memory
would not fail me.

Senator Gore. Will the supplementary data that you are going to
file, Mr. Lamont, show the net profit? You say the gross profit, and
the expenses have to be deducted to arrive at the net profit?

Mvr. Lamonrt, That is it.

Senator Gore, Will any of these that you are going to file show
your net profit?

Mr., Lamont. There is no way to arrive at that that I know of,

Senator Gore. In making out your income-tax returns?

Mr. Lamoxt, Well, when you make out your income-tax returns
E)u turn in your profit for the year after all your expenses of every

ind have been paid.

Senator Gore. I understand, but you have to <how your net profits
on each transaction.

Mr. Laront. We can not do it, becanse you would not know just
how much to deduct for overhead in each particular instance, you see.

Senator Gore. In connection with each particular instance, don’t
you arrive at your net profit?

Mr. Lamoxr, I should not be able to say in any instance what a
net profit was. All I know is that we take any such commissions
as finally accrue to us, and from that, of course, there has to be
deducted all legal expenses-—expenses of advertising, all that sort
of thing, circularizing, and so forth-—and then you arrive, perhaps,
at a net figure, which if you wanted to arrive at a net profit would
be again subject to deduction for overhead or something like that.
But we never attempt to refine things down to that point.

Senator Barkrey. Mr., Lament, this contract that you enter into
with each government for each individual loan provides in advance
the amount of spread that should be applied to the loan?

Mr. LamonTt. Oh, quite,

Senator Barxrey. Is that supposed to cover all these subconditions
that are distributed among these subsyndicates where you have more
than one?

Mr, Lasont. Tt is not only supposed to hut does, bhecause the
Government does not concern itself with how its spread is divided up.
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Senator BarkiLey. So that the 115 and three-quarters percentage
which the subsyndicate, the third group, got. say. in the case of these
French loans and any such syndicate commissions which might have
been furnished to any groups or syndicates would be included in
these three issues that you have given to apply to these loans?

Mr. LasonTt. Oh, yes: tompletely.

Senator Warsa of Massachusetts, Does the extent of the loan de-
pend upon the marketability of the bonds in the given country? For
instance, is not one of the explanations for the difference between
the spread in the French bonds and the Canadian and Cuban bonds
the fact that Canadian and Cuban bonds are more easily marketable
in this country !

Mr. LaMonTt. Unquestionably, as applied to the conditions at that
particular time. Unquestionably,

Senator WaLsu of Massachusetts. Arve they not among the two
best foreign bonds sold in this country. considered by purchasers?

Mr. Lamoxnt. Well, I would not want to express an opinion on
that, Senator Walsh.

The Cuammax.-During the time of the negotiations for these
bonds the French franc was in a velR/ l:recurious condition. Many
thought it would go below 2 cents, did they not?

Mr. LasonT. Right,

The CuatRMaN. And that had some-——o

Mr. Lamoxt (interposing). Well, a good many people, Senater,
thought it would go over the dam entirely, like the German mark.

The CiarMaN, And that had a great effect upon the amount of
interest discount that was required to place those bonds im this
country ?

Mr. Lasoxt. Why, it had a very direct effect. It had a very
direct effect; and. as your colleague here has pointed out, we were
able gradually to make the issues on a slightly rising scale, but in the
case of France back in those years, those diflicult years, it was always
a pretty heavy job for the distributors of the loans,

Senator Gore. Mr, Lamont, when France stabilized the fraac at
less than 5 cents that cut down her domestic indebtedness four-
fifths. did it not

Mr. LamoNT. Oh. yes: it cut down her domestie indebtedness and
it cut down—yon conld e¢all it the so-called wealth of her people. by
80 per cent, becanse in effect she repudiated her obligatinn to her
own people by 80 per cent,

Senator Gene. Yes: that is. rveduced the wealth of the bond-
holders? -

Senator Bixcuay. No: of all the people.

Senator Gore. I would not think the diminution of their tax levy
to pay the bonds would have injured the French people. if they had
to levy only one-fifth as much taxes to pay these as they would other-
wise. I mean the burden, the actual burden, taken from the people
in the form of taxes.

Mr, Layont. Of course. what we mean applies not only to the
French Government dome.tic bond issues themselves, which were in
effect written off to the extent of 8 per cent, but it refers also to all
contracts issued in francs.

Senator Gorg. Certainly; all time contracts.

Mr. Laymont. You are quite right about that.
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Senator Gore. You would not care to express an opinion as to the
wisdom of that action?

Mr. Lamoxt. The wisdom of the action of what?

Senator Gorr., On the part of France in revaluating the franc.

Mr. Lamoxnt. Oh, no; I do not think it is a question of approving
or disapproving, Tt was a question of what the—very arduous con-
ditions that they were up against at that time. Unfortunately, I
do not think they were abﬁe to do anything else. You remember that
they had to spend in northern France enormous sums to get their
people even decently housed again.

Senator Gore. What I was getting at, regardless of the reuson or
justification, it was a form of repudiation?

Mr. Lamont. Certainly, just as in the case of Germany the entire
value of the mark was repudiated, so to speak. In the case of Italy,
not so much, but the Italian lira is worth 5145 eents—Senator Reed—
something like that as against nineteen and a third originally.

Senator (iore. And England slipping off the gold standard did
indirectly the same thing?

Mr. Layoxt. Oh, quite.  Quite; just as we were off the gold stand-
ard in this country from 1860, whatever it was, to 1877, 1878, or 1879,

.Senator GoRre. Yes; 1861 to 1879.

Mr. LaxoNt. We have all been through it.

Senator Gore. Yes.

Senator Kixe. Mr. Lamont, you stated that Senator Morrow has
arven a memorandum of the methods by which these honds were sold
to the public.

Mr. LadoNT. Yes.

Senator Kine. Was anything ever done by your syndicate or any
other syndicate that you have any knowledge about that might be
construed in the slightest way as coercion upon the part of your syn-
dicate or any of your related banks to coerce other banks or other
people to take part in this distribution ¢

Mr. Lamoxt. Not the slightest, in anything that we ever heard or
had to do with. Every bank or banking house to whom we addressed
the syndicate letter offering it participation in the syndicate has an
absolute right to reject it, an(l they frequently do, if it does not
ha]S)pend to suit their convenience.

enator Kixe. I think perhaps they might do that with reference
to Morgan & Co., with their standing, but they might not do it with
reference to other svndicates.

Mr, Layoxt. Now, that is very complimentary of you, Senator.
I appreciate it. But I think all syndicates exercised the same right
?f declination if it did not happen to suit their convenience at the

ime.

Senator Barkrey. Mr. Lamont, in conncction with the obrervation
you have just made relative to the effect of the English pound, of the
slipping of England from the gold standard, you would not care to
express an opinion as to_the probable effect of all that upon the
standard of value in the United States. It is not pertinent to this
inquiry. but your opinion is very valuable.

Mr. LamonTt. Well, that is ever so good of yon, but I think I would
have to take a couple of days off with you and sit down—-—

Senator BargLEY (interposing). T will not require you to do that.
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Mr. Lamont. T would love to do it, if you give me time. We are
under a little pressure these days, but any time we will be glad to
compare notes on that,

You spoke of Senator Morrow’s testimony on the method of ex-

ense of distributing these bonds throughout the country. Senator

orrow made another awfully good point, it seemed to me, us I ran
over his testimony again, and that was this point : He emphasized the
fact that the banks throughout the United States, the banl-s in New
York and all that sort of tﬁing, are not “ loaded up,” using that phrase
*“loaded up,” with the foreign bonds to the extent that a great many
people in the public think they are. There seems to be n general
impression on the part of the public that these are bankers” bonds,
that the bankers are loaded up with long-term bonds of countries all
over the world and that their resources are impaired by the extent
of those bond holdings, coincidental with the decline of domestic
bonds, and that that 1s a very menacing—on the one hand—a very
menacing point in the situation, and on the other constitutes a par-
ticular class of creditor whose object is to work together or to being
some particular pressure to bear in some direction.

Senator Gore. That is true now, Mr. Lamont?

Mvr. Lamont. That is not true.

Senator Gore. They are not loaded up now with these?

Mr. Lamont. I would say decidedly not, because, as Mr. Morrow
pointed out, the method has been to distribute these bonds throughout
the country and they are so distributed.

Senator Gore. That is the point. Now, the shrinkage of value in
these bonds occurred in the hands of the men that purchased them,
did it not? In other words, Tom, Dick, and Harry have taken the
loss, not the bank?

Mr. Lamont. Well, it is a very deplorable thing that in the present
de{)ressed state of the world affairs, our private investors have been
obliged to witness severe declines in United States Government bonds,
in foreign governnient bonds, in railroad bonds, industrial bonds, and
every kind of bonds.

Senator Gore. Yes,

Mr. LamonT. But answering your question: It has been and is to-
day the great investing public upon which those declines have chiefly
fallen, rather than on the banks. Of course, the banks

Senator Gore (interposing). Has the policy of your hotuse and the
other banks been pretty much the same since the spring of 1927 as
before that date with reference to the flotation of these bonds? You
have handled quite a good many since then? .
: Mr. LamonTt. I do not believe I get your point as to a particular

ate.

Senator Gore. Yes; since the spring of 1927, for instance.

Mr., LamoxT. Oh, yes; we have had quite a lot since then.

Senator Gore. The reason I asked that question, Mr. Lamont, I
was reading a speech you made before the Pan American ('onference
here, and I thought it very wise myself, in which you seemed to see
the clouds rising in this foreign-bond market, and said the American
banker was sitting on the doorsteps of these European governments
importuning them to accept money, and that municipalities and cor-
porations were encouraged to compete for American money.
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Mr. Lamont. Now, Senator, did I make that speach before the
Pan American Congress?

Senator Gene. Yes, sir,

Mr. LamonT. I remember being asked to make it, but I do not
remember making it,

Senator Gore. I have it here.

Mr. LamoxTt, Oh, well, you have it,

Senator Gore. And I tgink it is good sense, I will say that, if it
had been acted on.

Mr. Laxoxt. Good enough. T am glad I was guilty at some time
of good senge. May I look at it?

enator Goke. Yes., It is in there, and it is over the last speech.
1t has “ read ™ written under it.

Mr. Layont. Oh, this is back in 1927. You are right.

Senator (iore. 1927.

Mr. LayonT. You are right. I thought you meant this spring.

Senator Gore. It is a passage toward the last of it.

Mr. LamoxTt. Do you want me to read it?

Senator Gore. T wish you would; yes, because I want to get it in
the record.

Mr. Lamont. All right, It is under a subheading, which is en-
titled ¢ Necessity to Exercise Caution,” and it reads as follows:

From the point of view of the American Investor it is obviously necessury to
scan the situation with increasing circumspection and to avoild rush or exces-
sive lending. I have in mind the reports that I huve recently heard of American
bankers and firms competing on almost a violent scale for the purpese of
chtaining louns in various foreign money markets overseas.

Naturally it is a tempting thing for certain of the Furopeaa Governments
to find a _horde of American bankers sitting on their doorsteps offering them
money. It is rather demoralizing for municipalitics and corporations in the
same countries to have money pressed upon them. ‘T'hat sort of competition
tends to insecurity and unsound practice. The American investor is an intelli-
gent individual and can be relied uwpon to discviminate, Yet, in the first
iustance, such discrimination is the province of the banker who buys the geods
rather than of the investor to whom he sells them.

I may be accused of special pleading in uttering this warning, yet a warning
needs to be given against indiscriminate lending and indiscriminate borrowing,

Senator Gore. Tt scems to me, Mr, Lamont, that you at least saw
a danger signal or a red light, and I was wondering whether it had
hveg geqarde(l or disregarded by the bankers since that speech was
made?

Mr. Lanmont., Well, T do not think anybody can answer that in
general terms, Senator.

Senator Gore. The general policy has remained the same since
then as before?

Mr. Lamont, 1 think that most of the bankers of the country that
were trying to keep in close touch with world conditions felt about
as I have indicated there at that time. It was necessary to go very
carefully: very cautiously.

The CaAIRMAN. Mr. Lamont, have you a copy of the late Senator
Morrow’s letter?

Mr, LasmonT. Letter?

The Caairaman. Testimony, I should say.

Mr. Lamoxt. It was testimony. It was before a Senate com-
mittee.

Senator Couzeng, What year was it, Mr, Lamont?
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Mr, LayoxT. It was 1926,

‘The Cusirmax. I would like to have it in this record.

Mr. LaMoxt. It was not a letter; it was a series of replies to
inquiries from the Senators.

enator Jon~soN. It was in an examination that was held before
this committee, in which the examiner really was the Senator from
Mississipi)i in the main, and Senator Morrow testified quite at
length. I have a copy of it. That, if the chairman desires, I will
bring to him this afternoon,

The CratrymaxN. Give it to me and I will have it put in the record
at this point.

Senator Reep. It may go in at the close of this hearing. We do
not want to break in Mr. Lamont’s testimony,

(The matter referred to by the chairman appears in the appendix.)

Mr. Layoxt. Yes. In the course of Mr. Morrow’s testimony he
alluded to a letter that I addressed to Representative LaGuardia on
some points on which he had been misinformed, you see, and I have
a copy of that letter with me, as a matter of fact,

Senator HarrisoN. Are you familiny with the article that he
wrote in Foreign Affairs?

Mr. Layost. Yes. That would he very valuable,

Senator Gore. I have that here,

T]IS Cuairmax. At the close of your testimony have it put in the
record.

(The article referred to appears in the appendix.)

Mr. Lavoxt. Yes. Thank you. Do you desire me to proceed
now. Senator, with this list?

The CHarmaN. Proceed; yes.

Mr. Layoxt. We finished with France. We come to Germany.
A total of long-term bonds of $208,250,000.

Senator BingHAM. Date?

Mr. LasoxT. October 14, 1924, was the first one.

Senator Reep. That was the Dawes loan ?

Mr. Layo~nt. That was the so-called Dawes loan, Senator, $110,-
000,000. That was all so far as this country is concerned.

The second was June 12, 1930, the so-called Young loan, $98,250,-
000. Of course these data that I am giving you are already all a
matter of public record, with the éxception of the details of the
spread which Senator Johnson wanted to know about particularly.
. Sen?ator Wavsn of Massachusetts. What was the interest on those
oans

Mr. Lasoxt. The interest on the first bonds, Senator, was 7 per
cent, and on the second issue it was 51, per cent.

Senator SxorirRipGE. What is the life of the several issues?

Mr. Lamoxt. Twenty-five years was the life of the first and
35 years the life of the secom{ The respective spreads were 5 per
cent on the 1924 loan, and 4 per cent on the 1930 loan.

Senator Reep, How did those spreads correspond with the spreads
received by the European bankers on that part of those loans that
was taken abroad—substantially the same?

Mr, LavmoxnT. It was substantially the same; in one or two in-
stances a little less, I think, and in one or two a little more. They
veried according to the banking practice in the different countries.
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Senator Warsox. Were other German bonds floated in this eoun-
try, to your knowledge. throngh other houses’?

Mr. LayoxT. No other German Government bonds, Senator
Watson.

Senator Wartson, That is what I meant, You had the sole issue.

Mr, Lamoxt. These are the two sole issues of German Government
bonds. I suppose there are municipal and perhaps provincial bonds.

Senator WarsoN, I mean German Government bonds.

Mr. Layoxrt. The total obligations of the German Government
were confined, in this country, to these two issues, which have been
reduced, respectively, by the operation of the sinking fund, in the
instance of the first issue, already to under $77,000,000. It has been
reduced about thirty-three million odd dollars from the top. In
the case of the second bond, although issued only in 1930, a year and
a half ago, it has been reduced to $95,670,000.

Senator Warson. Has there been any default whatever in any
payment on those bonds?

Mr. Layoxt. No default whatever. The German Government
has been most meticulous in complying with all the provisions of
the sinking fund and having every installment paid on the dot.

Senator Cotrzexs, What procedure was taken to retire those bonds
from the top?

Mr. LamoxT. Just the operation of the sinking fund, Senator
Couzens.

Senator Couzens. How did you accumulate the bonds that you
paid out of the sinking fund?

Mr. LamoxT. I can not answer that offhand, but I can furnish
you full information,

Senator Couzexs. That is important, because I would like to know
whether these bonds are still in the hands of the public.

Mr. LaMONT. Noj they are not.

Senator Covzexs. How did you proceed to pay up certain of them
and leave certain others in the hands of the public?

Mr. Lamox1. Either by calling, by number, you see—

Senators Covzexs. You do not not know for sure?

Mr. LaMoNT (continuing). Or by retiring, by private purchase in
the market.

Senator Corzexs. You do not know?

Mr. LamonTt, No. In the hands of the American public, out of the
$208,000,000 issued by the German Government, there remains a
total now of only $170,000,000 odd.

Senator Barkrey. In addition to these two loans to the German
Government, has your house handled any loans to municipalities?

Mr. Laxoxt. Noj; none at. all.

Senator Barkrey. Or any private industrial bonds?

Mr. Layoxt. German, you mean?

Senator BarxLey, Yes.

Mr. La»oxT. None.

Senator BARkLEY. So that, so far as your house is concerned, these
two loans cover the entire activity of your house with the German
people, either through the Government or otherwise?

Mr. LamoxTt. These two loans constitute the entire activity.

Senator BargrLey. Public or private?
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_ Mr. Lamont. Yes, It just so happens that we have not had bank-
ing relations in Germany. They turned to us to have these two
loans issued, because they were in connection with large financial
settlements under the two reparations plans, the importance of
which was obvious to the whole world. It was a question, in 1924,
of attempting to put Germany back upon her feet so that she could
continue to finance her imports from every part of the world, includ-
ing America; and the loan under the Young plan in 1930 was also of
great importance, only secondary to the first loan.

Senator Barkrey. Do you know through what houses these mu-
nicipal bonds you hear so much about in Germauy have been issued
in this country?

Mpr. LadosT. It is easy enough to compile a list. As a matter of
fact, I think the Department of Commerce keeps tab on those.

Senator Bixcuas. Mr. Lamont, I have often heard people ex-
press wonder as to why American bankers were willing to loan
Germany money at such low rates, just after Germany had wiped
out all internal indebtedness by allowing the mark to become worth-
less, and thereby shown that they had no practice, or that they did
not follow the ordinary praciice of trying to get their obligations
somewhere within reason by meeting them somehow. It seems to
many people almost incredible that when they wiped out their entire
internal debt by inflation, that American bankers should have been
willing to loan them hundreds of millions of dollars within a very
few years afterwards. What is the answer?

Mr. Lavont. I think the answer to that is this—and I will address
myself, if T may, to the two issues of bonds which our house was
primarily responsible for. Those bonds constitute the unconditional
obligation of the German Government, payable in American gold
dollars of the present degree of weight and fineness without any “ifs”
or “ands” or questions whatsoever, with particular revenues allo-
cuted to the service of those bonds. Germany had been put back by
the operation of the Dawes plan and by this international loan issue
upon a gold-standard basis and there was no possible reason, I think,
on the part of American bankers, as there is none to-day, to question
the good faith or the ability of the German Government and the
German people to meet their external obligations to that extent.

Senator-Bargiey. As a matter of fact, did not the fact that Ger-
many paid all her internal debts by a so-called process of repudiation
rather encourage the bankers to believe that they would be more
prompt in paying new loans that might be floated in this country?

Mr. Lamont. That might be one way of putting it, but one has to
draw a very sharp distinction, Senator. between the external obliga-
tions of any government, payable in the currencies on the markets
where those obligations are issued, and their own internal obliga-
tions. On their internal obligations they have a right, as the Ameri-
can Government has a right, to tax the people in one form or another
until the issue is out of existence, almost. It can be taxed out of
existence. They have no such right in the case of any of these for-
eign obligations, because the contract provides not only that they are
payable in American gold dollars but they are payable without any
deduction for taxes so far as the issuing country is concerned.

Senator LaForLerte. What were the special revenues that were
set aside for these bonds, if you have the record?
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Mr. LamonT. Senator Couzens mentioned that to me a moment
ago. I have it right here.

So far as the inflation is concerned—domestic inflation, of
course—we have all been guilty of that at times. During the time
of our own inflation period, from the time of the Civil War until
1878 or 1879, whenever it was, nobody would have questioned the
soundness of any issue of bonds that the American Government
might make if it promised to pay it in sterling, we will say, of the
legal weight of gold.

Senator BiNneram. Mr, Lamont, I was not questioning the issue
of these bonds in connection with the Dawes pan or the Young
glan, but I wondered whether the remarks you made, which Senator

ore brought out you made in 1927, cautioning the public and the
bankers against going on a campaign of seeking bonds across the
seas, had any reference to the efforts of certain American bankers
and investment houses in pushing loans into Germany at a rate
which has been shown not to be justified.

Mr. Lamont. Of course, every loan stands on its own basis. You
might take a loan to the city of Bremen, or the port of Bremen,
whereby it was shown that certain port duties were allocated to the
service of the loan, and it could be shown that that loan, under all
normal conditions in Germany, would be perfectly safe; and I
assume that no loan has been made by any banker in the United
States without taking precautions on that point. I do not think
that the American banking community generally contemplates any
ultimate repudiation of any of those German municipal or provin-
cial obligations—none whatsoever. :

Senator Gore. They amount to about $700,000,000, I understand.

Mr. Lamont, I do not know, We do not happen to have had
any of them, but I do not think that in the long run the German
people are going to repudiate those. In fact, there is not a single
i‘n.}tanlce up to date where the service on those loans has been in
default.

Senator LA Forrerre. Would you mind answering the question as
to what specific or special revenues were to be used for service on
the Dawes and the Young plan loans?

Mr. Lamont. I have it right here, Senator La Follette, and will
be very glad to give it to you.

1. In the external loan of 1924, all service of interest and amorti-
zation constitutes a direct and unconditional obligation on the Ger-
man Government, chargeable on all the assets and revenues of that
government.

2. A specific first charge on all payments provided for under the
Dawes plan, to or for the account of the agent genergl for repara-
tions payments, such charge being prior to reparations and other
treaty payments, which, {n turn, have a specific precedence over
the existing German debt.

3. A first charge, by way of collateral security on the controlled
revenues, that is, the gross revenues of the German Government de-
rived- from the customs and from the tax on tobacco, beer, and
sugar. The net revenue of the German Government from the spirits
monopoly, and such tax, if any, as may be similarly assigned to the
German Government in accordance with the terms of the final

92928—31-2pr 13
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protocol of the London conference. The German Government may
not create any further charge upon the controled revenues ranking
prior to or equally with the charge created in favor of the bonds
of this loan,

Then, at the London Conference, the governments entered into a
protocol whereby they specifically approved such allocation, and
waived their own rights to reparations subordinate to that.

Senator Gore. You have not been taking any of this beer money?

Mr. Lasont. We have been very careful, of course, to see that no
revenue came from that. [Laughter.]

Senator Gore. I want to ask one question, Mr. Chairman.

Mr. Lamoxt. Excuse me a minute, Senator. Senator La Follette
asked me to finish on this.

Senator Gore. Pardon me.

Mr. Lamont. We come to the second loan of 1930, but I will repeat
myself somewhat and cover both loans:

As to security respecting German external loan 1924 (Dawes
loan), and German Government international 514 per cent loan, 1930
(Young loan) :

The service of interest and amortization of the Dawes loan is:

(3) A direct and unconditional obligation of the German Gov-
ernment chargeable on all the assets and revenues of that Govern-
ment.

(2) A speciiic first charge on all payments provided for under the
Dawes plan to or for the account of the agent general for reparation
payments, such charge being prior to reparation and other treaty
payments, which in turn have a specific precadence over the existing
German debt.

(3) A first charge by way of collateral security on the “ controlled
revenues,” i. e., the gross revenues of the German Government de-
rived from the customs and from the taxes on tobacco, beer, and
sugar; the net revenue of the German Government from the spirits
monopoly and such tax (if any), as may be similarly assigned by the
German Government in accordance with the terms of the final pro-
tocol of the London conference. The (erman (GGovernment may not
create any further charge upon the controlled revenues ranking prior
;o or equally with the charge created in favor of the bonds of the
oan.

The London protocol declared that * the signatory governments
further declare that they consider the service of the loan as entitled
to absolute priority as regards any resources of Germany, so far as
such resources may have been subjected to a general charge in favor
of the said loan, and also as regards any resources that may arise as a
result of the imposition of sanctions.” -

The payment of the principal, interest, and sinking fund of the
loan is the direct and unconditional obligation of the German Gov-
ernment to the bondholder, for which the full faith and credit of the
German Government are pledged.

By way of guaranty for the service of the annuities, the German
Government has, in accordance with the new plan. created a fixed
annual direet tax of 660,000,000 reichsmarks (%157,212,000) on the
German Railway Co. for 87 vears, such tax enjoying priority over
any tax now or hereafter to be levied on the railway company.
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Under the new plan the German Government has further under-
taken, without prejudice to the securities for the German external
loan, 1924, to reserve free from any charge for any other loan or
credit the proceeds of the customs, tobacco, beer, and alcohol (mo-
nopoly administration) duties save with the consent of the Bank for
International Settlements, and then only subject to the priority in
favor of the annuities as provided for in the new plan. ]

Those provisions, in general, Senator La Follette, constitute the
security.

Sena)t’or GEoRGE. Mr. Lamont, are any of these German bonds now
held by your house, or the distributing agencies or syndicates, as
you call them, or any member of the distributing agencies? .

Mr. LamonT. On the latter point, Senator, we have no idea
whether they are held or not. I mean to say, we do not know what
the private holdings, if any, may be of any of these houses. So far
as we are concerned, we hold a few. I do not know how many, but
it is easy enough to look up. . )

Senator Georee. Would you mind putting that in the record ?

Mr. Lamont. Any amount of these two issues of bonds?

Senator GEORGE. Yes.

Mr. LamonTt, Of course, that is a matter of our private affairs,
but I do not believe there is any objection to it.

Ser(xlator Georae. I asked you if you would mind putting it in the
record.

Mr. Lamoxt. I will say, informally—-

Senator Reep. Would 1t not be better, Mr. Chairman, to have the
witness and all other witnesses furnish a statement directly to the
committee, and then_we can decide whether we want to put it into
the record or not? We can then decide whether or not we want to
put private affairs into the record.

Senator Couzens. Mr. Chairman—

Mr. LamonT. So far as I am concerned, I do not think we have the
slightest objection,

he Cnaigrmaxn. Then. send that information to the chairman of
the committee and we will take it up with the full committee, as to
whether it should be published or not.

Senator Couzexs. Mr, Lamont, the amounts you have just referred
to were the amounts that were floated in this country?

Mr. LaymoNT. Yes,

Senator Covzrxs. What was the aggregate floated in all the conn-
tries? Or do you know?

Mr. Layont. I ought to know, and T think I can tell you, Senator
Conzens. In the matter of the first loan, the total amount of the
loan was approximately $200,000,000.

Senator Covzens. Of which you took——

Mr. Layoxt. Of which a little over half was done in this country.

Senator Couzexns. Now. the second?

Mr, Layoxt. The second one was, as T recall it, $300.000,000, of
which about a third was done in this country. That is subject te
correction. Do you recall, Mr. Mitchell 2

Mr. Mrrciers. I beg your pardon.

Senator Reep. Do you know the exact amount?

Mr. Mrreners. That is about right.
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" Mr. LamoxT. That is about right. I think we took about a third
of them in this country. That, of course, is a matter of public record.

Senator Couzens, In retiring these bonds through the sinking
fund, do you know whether all the countries had the same procedure
in retiring these bonds out of the sinking fund?

Mr. LamoxnT. The customs and the practices as to sinking funds,
Senator Couzens, differ in almost all countries. The British prac-
tice in sinking funds is quite different from the customary Américan

ractice. The French practice, I think, is different in another way.

can not detail the different variations, but each one, of course, has
been built up by tradition, based upon what was best applicable to
its own market.

Senator Couzens. So far as the retirement in this country are con-
cerned, they would all have to go through your house; is that
correct?

Mr. LasonT. They would all have to go through the sinking fund,
if that happened to be handled at our house,

Senator Couzens, In this case where is the sinking fund in this
country—in your house?

Mr. Lamoxr. I think so.

Senator Couzens. You do not know whether the German sinking
fund is in your house or not?

Mr. Lamoxt. I am almost sure it is, but I would want to check up
on that. We might have invoked the services of a trust company,
but I think it is with us,

Senator Couzexs. I think it is important to know how the sink-
ing fund is applied in the retirement of the outstanding securities.
%/Ir. LamonT. That is very readily ascertainable. ‘

Before I take up the next item, you were asking me, Senator,
whether the dealings of J. P. Morgan & Co. with Germany have been
confined to these two issues of bonds, and I replied that they had.
In that connection it may be appropriate at this time to say that, so
far as the short-term credits are concerned—short-term credits of the
German banks—we do not happen to have a dollar of those, because
we did not have dealings with the German banks.

In that connection, there has been a great deal of misunderstanding
and exaggeration in the public mind as to the extent of the holdings
of American banks in short-term German bank credits. It is a very
unfortunate misunderstanding. It is a very unfortunate exaggera-
tion, because an entirely wrong impression, in our judgment, has
been created.

What has happened, as all you gentlemen know, has been simply
this, that American banks, and the big banks generally over the
country, from the Atlantic to the Pacific, have had German banking
correspondents for years, probably for generations, and they have
been in the habit of granting commercial, and sometimes other sorts
of credits, to these German banks for the financing of the exports of
American cotton, copper, and all sorts of things. That has been the
practice that has gone on, and I am told that there are 90 of these
American banks that have been engaged in this perfectly legitimate,
proper banking process, very necessary to the whole export trade of
our country, so far as Germany is concerned. And yet the public
mind has been apparently almost inflamed with the idea of large
figures. T have heard statements made that certain New York banks,
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for instance, were loaded up with these short-term German credits to
the extent, in any individual case, of two or three hundred million
dollars, Of course that is perfectly fantastic. I have not looked at
the portfolios of the banks in New York, but I happen to know that
the largest amount of credit outstanding in any bank is $70,000,000
or thereabouts, and it would be in the case of a bank whose other
capital resources were so large that it was not a matter of danger, or
even of comment,

Senator Gore. Do they not have security anyway, Mr. Lamont?

Mr. LaMonT. Yes; they presumably have security. These bills are
of two orders, chiefly, presumably, for commercial transactions—
what they call commercial bills, drawings by the German banks
against their American correspondents in Chicago, Boston, New
York, or wherever it may be, concerning the financing of shipments.

Senator Gore. The banks have not assumed any particular risk in
connection with short-term credits, have they ¢

My, Lasoxnt. It is obvious that the total of the short-term credits
extended to German banks by the aggregate of banks in America,
Great Britain. France, Switzerland, and Holland, we will say, has
been u cumbersome amount. I will put it that way. That is obvious,
because when things came to a crisis in Germany last summer you
will recall that a temporary arrangement was entered into in which
these banking credits would be extended automatically for a period
of six months, until investigation could be made and an orderly
process restored. Mr. Wiggin and other bankers from other coun-
tries are now in Berlin, as you know, for the purpose of arranging a
schedule of gradual liquidation of these.

Senator Gore. The morning paper says credit has been extended
for a year.

Mr. Lamont. That may be true, but I think it is important for this
committee to know—as it would ordinarily know anyway—that these
short-term German_credits do not constitute, in "their volume, a
danger to the American banking situation to-day.

Senator Couzens. Mr. Lamont, with reference to those bills, were
they not self-maturing?

Mr. Lamoxt. I have no doubt that a large part were self-maturing,
Some were not self-maturing. They were what might be called
finance bills; but I assume that there was a general understanding
between the German bank—it might be the Deutsche Bank, or what-
ever it might be—and its American correspondent, that as one par-
ticular bill fell due it could be replaced with an equivalent amount
from another good bill.

Senator CouzeNs. May I ask what effect it would have had upon
those short-term credits if Germany had gone off the gold standard,
sa‘};,l last May, or April, or June?

r. LamonT. T do not know what public effect would have been
had, but so far as the ultimate effect is concerned, I would not look to
see any, because those are dollar credits, you understand.

Senator Couzens. But they are not the same dollar credits as are
referred to in the bonds, where the fineness and weight are considered.

Mr. Lamont. The same document is not invokedg. It is not such a
formal document, but they are just as much payable in American
dollars, finally, as any bond is.
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Senator Couzens. So that, in effect, if Germany had gone off the
gold standard last Agril, for example, these short-term loans would
not have been affected in value, except psychologically ?

Mr. Lamont. That is all.  And if she should go off the gold stand-
ard to-day, by any chance, they would not be so affected.

q ﬁenator Reep. It would merely take more marks to raise that many
ollars,

Mr. LamonTt. To raise the same amount in dollars.

q lSlenator SuorTRIDGE. The obligation is to pay in American gold
ollars,

Mr. Lamonr. That is it.

Senator BarerLey. That applies, of course, only to $200,000,000 of
this $500,000,000 German issue that vou mentioned a while ago.

Mr. Lamont. I beg your pardon?

Senator BarkiLey. That situation applies only to $200,000,000 of
the $500,000,000 you spoke of a while ago. The total of the two
issues of your house——

Mr. LamonT. Let me make the discrimination there. The two
issues I spoke of, Senator, were two long term bond issues of the
German Government.

Senator BarkLEy. Yes.

Mr. LamonT. These short-term credits are not to the German
Government at all, and the German Government has no immediate
concern. They are to German banks.

Senator WaLsu of Massachusetts. Do our banks carry short-term
credits from other countries?

Mr. LaMoxNT. Oh, certainly~—France, Italy, and all over the world.

The CnamrMan. It seems unlikely that we shall be able to get
through with the witness at this morning’s session.

Senator Jounson. Before J’ou adjourn, Mr. Chairman, there are
two questions, merely for additional clarity.

About what would you say, Mr. Lamont, was the amount of the
short-term credits—the average amount?

Mr. Lamont. What do you mean by “the average amount ¢

Senator Jounson. What would be, generally speaking, the short-
term credits that are outstanding?

The Cuarman. In the United States.

Mr. Lasont. You mean of German banks?

Senator JorNsoN. Yes.

Mr. LamonT. I could not answer that, Senator Johnson, because
we have not been in close touch with that situation, but I think Mr.
Mitchell, when he comes on the stand, will probably be able to give
you an approximate reply.

Senator JouxsoN. I have seen it stated in the press—and I do
not, of course, vouch for the accuracy of it because of that fact—
that they ag%regate something between $700,000,000 and $800,000,000.
Would that be substantially correct, in your opinion?

Mr. LamonTt. That I honestly do not know,

Senator JounsoN. Of these short-term credits, you have said that
one bank has $70,000,000 at the present time.

Mr. Lamont. That is the largest holding, I understand, of any
one institution,

Senator Jounson. That is, one single institution in this country
has $70,000,000. That is all, sir.
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Senator BarkLey. Just one question in connection with these
German loans. These two loans, in which you participated to the
extent of about $200,000,000, aggregate $500,000,000. Three hundred
million dollars were floated in other countries; is that correct?

Mr. LaMoxT. Yes.

Senator Barkiey. The Dawes and the Young loans?

Mr. LayonT. Yes.

Senator BarkLey, Do you know whether the German government
has floated additional loans in other countries?

Mr. Layoxt. Noj she has not. Not so far as I am aware; I will
put it that way.

Senator BarkrLey. Up to this time there has been no default of
any sort in keeping the bond of these loans?

Ir. LaMoNT. No.

Senator Warsu of Massachusetts, Mr, Chairman, I move that we
recess.

Mr. Layoxt, Mr. Chairman, may I make one observation just
before we adjourn, brought about by Senator Johnson’s emphasis on
this sum of $70,000,000? I quoted deliberately that amount of
$70,000,000 to show how exaggerated the statements were as to very
much larger amounts in individual institutions, and I added the fact
that in the case of this particular institution, whatever it was, its
capital resources were so great as to make this amount constitute
nothing in the way of a menace or danger of any kind. The reason
that T have perhaps gone out of my way before this committee to
em[ihasize these points about these credits was that there is a good
deal of unwarranted and undue tremor in the public mind about the
soundness of certain large financial institutions, and I think that
every opportunity should be taken to reassure the public mind on the
points which are weighing upon it now. I make that statement by
way of explanation.

e CHarmaN. If there are no further questions at this time—-—

Senator Tuostas of Idaho. Mr. Lamont, do you feel, then, that
the investing public is unduly exercised about the German bonds?

Senator WarsH of Massachusetts. Securities, you mean.

Senator Tromas of Idaho. The German bonds that they hold.

Mr. Lamont. I would say from my observation that they are un-
duly exercised.

Senator Gore. I would like to ask one question in connection with
Germany, Mr. Chairman. We hear it repeatedly stated, Mr. Lamont,
in the magazines that Germany has been making reparations pay-
ments, either directly or jndirectly, out of borrowings and not out
of revenues; that she has been paying her old debts by creating new
debts. I know of no truth to that effect. Are you in a position to
say whether that is true or not?

Mr. LayonT. Senator Gore, in answering that you would have to
point out this: You can not divide the revenues of any government
into various pockets in the way of receipts and then divide it into
other pockets in the way of outgo. The thing all comes in and it all
goes out. Undoubtedly the loans which countries foreign to Ger-
many have made to the German Government, to German municipal-
ities, and to German industries—if in any case—and to German banks
have helped to put the German people in a position so that they could
better pay reparations. These loans have undoubtedly helped to

%
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reestablish the German economy, to get their industry going, and, in
so far as that has been accomplished, and in so far as they have been
users of American products, those loans have been very constructive
for America.

Senator Gore. The point is that she was not getting out of debt
and was not paying debts with revenues, but with money borrowed.

Mr. LamonT. That is perfectly true. Also, as these revenues have
flowed through other governments to the United States, they have so
far helped to pay intergovernmental debts to the ‘United States
Government.

The Caamrmax. If there are no further questions to be asked at
this time, the committee will stand adjourned until 1.30 this after-
noon. Mr. Lamont, we would like you to continue at that time.

(Whereupon, at 12 o’clock noon, the committee recessed to meet
at 1.30 o’clock p. m.)

AFTER RECESS

The committee resumed at 1.30 p. m., at the expiration of the
recess,

The CuamrMaN. The committee will come to order. Mr. Lamont,
you may proceed.

TESTIMONY OF THOMAS W. LAMONT, OF J. P. MORGAN & CO,,
NEW YORK CITY-—Resumed

Senator JounsoN. Mr. Chairman, before the witness proceeds with
his statement may I ask him if it is within his knowledge and he
can do so, if he will answer this question: Can you take a loan like
the first one that was mentioned, the Argentine loan of $159,800,000,
and follow it through so we may know exactly the procedure in
relation to the various loans that have been made?

The CnAmMAN, Senator Johnson, did you mean to follow it
throug™ up to date, so that the committee may know what is its
status now?

Senator JoxinsoN. I want Mr. Lamont to follow it through the
various steps taken by his house, in order that we may understand
exactly the mode of procedure in the matter of these various loans,
Thus far he has stated, and very frankly, but in general terms
concerning them. I thought if he wonuld take one loan, like the
Argentine loan, and that was the first one he spoke of, and vrould
just describe it from beginning until it was dispose(i of in this
country, it would give us a picture of the entire situaticn which
otherwise we would not have,

The CramrMaAN, Mr, Lamont, have you that information?

Mr, LayonT. I think so. But I am not sure that I can satisfy Sen-
ator Johnson. Yet I think, with the information I have at hand, I
should be able to do so. At least I can go ahead, and then by inquiry
Senator Johnson can develop any points that I do not fully cover.

Senator Jounson. I will thank you to do so.

Mr. Lamont. That first loan to the Argentine was back June 2,
1925; and I assume that prior to the date of that issue the repre-
sentatives of the Argentine Government stated to us they desired
to secure a certain loan in an external market, like the American
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market, and that they described the purposes for which the Gov-
ernment legitimately required such a loan. I assume that this pur-
pose appealed to us as sound and constructive and that we undertook
to canvass the situation and ascertain whether we could issue such
a loan upon the American market, subject to a check up with Wash-
ington to find if there were any political questions involved. Where-
upon I assumed that some time prior to t‘ne date of issue——-

Ser%ator JounsoN (interposing). Will you pardon me for a mo-
ment

Mr. Lasont. Certainly, Senator Johnson.

Senator Jounson. You say you “ assume,” May we take that as
a colloquialism for stating the fact?

Mr. Lamont. That is my way of stating that that was the invari-
able practice, Senator Johnson.

Senator JonNsoN. Yes, sir.

Mr. Lamont. I can not recall the circumstances relating to this
particular issue, of course, but that is undoubtedly what took place.

Senator Jounson. All right.

Mr. LasmonT. Then, in due course and prior to the issue, we un-
doubtedly executed a contract with the Argentine Government, and
I assume that the Argentine Government’s signature was given
through the Argentine ambassador at Washington, or something like
that, and we formed our syndicate group, in that instance consisting
of 782 participants; and in due course on the date mentioned, June
2, 1925, we proffered those bonds to the public.

Senator Jonnson. Do you know at what price they were proffered
to the public?

Mr. LasoNT. CertainlIv.

Senator JounsoN. Will you please tell ust

Mr. LamonT. At the issue price of 96. There was the same spread
as described this morning, when I spoke of that and the other issues.
At the same time that we offered them to the public the members of
the syndicate, consisting of banks, banking houses, bond houses, and
so forth, undoubtedly offered those bonds to their own clients
throughout the country. They had their salesmen, I assume, to offer
them, and finally in due course the issue was completed. Now, I
assume that in the case of this issue, as in the case of the great bulk
of the issues of bonds, they were placed with investors and that, after
continuing the syndicate for a certain number of days to be assured
that the market was sound and required no su]aport on the part
of the syndicate, we dissolved the syndicate, and then that operation
would have been completed.

Senator JoansoN. Was there more than one syndicate there?

Mr. LamonT. No; in that instance only one.

Senator Jounson., In the first instance were the dealings under-
taken entirely by your house?

}ll\h'. LasoxT. No; they were undertaken by our house and one
other.

Senator JounsoN. And what was that other house, if you pleas

Mr. Lamont, It is not recorded here, but I assume it wa: the
National City Bank or the National City Co.

Senator Reen, Now, if I may interrupt you, Senator Johnson.

Senator Jomnsox. All right.



a8 SALE OF FOREIGN BONDS OR SECURITIES

Mr. LamoNnT. That will all appear in the record that I will fur-
nish—I will add for your benefit, Senator Johnson.

Senator JounsoN. I thank you.

Senator Reep. Was the purchase price that you and your one
associate in this case paid to the Argentine Government made known
to the seven hundrecf and odd members of the syndicate who took
the bonds over from you?

Mr. Lamont., Approximately, oh, yes; in every case.

Senator Reep. You have not concealed from them the fact that
the purchasing group was making a small profit before selling to
the syndicate, have you?

Mr. LamoNt. Oh, no. On the contrary, in the syndicate letter we
say that the bonds will be syndicated at such and such a price, that
price ¢ representing a profit to the original group.”

Senator JounsoN. In the first instance what was the purchase
price, if you please?

Mr. LamonTt. The bonds were originally purchased at 92.

Senator Jonxson. That is by you and the National City Co.

Mr. LamonTt. That is it.

Senator JounsoN, Now, the syndicate was immediately formed
after the purchase of the bonds?

Mr. Lamont. I do not know how soon after the purchase. but it
was formed subsequent to the purchase.

Senator JounsoN. At what price were the bonds handed to the
syndicate?

Mr, Lasoxt. They were handed to the syndicate at 9315.

Senator JorHNsoN. At 9314 did you say?

Mr. Lamont, Yes.

Senator JornsoN. And then the syndicate sold them at what
price? If you have stated it, I did not get it, and I wish you would
repeat it for my benefit.

Mr. LaMonT. At 96.

Senator Jornnson. They were sold at 96 by the syndicate.

Mr, Lamont. That is right.

Senator Jounson. I thank you.

Mr. Lanroxt. Does that complete your inquiry, Senator Johnson?

Senator Jouxson. It does for this particular instance.

Mr. Lameert. Good. Now, I will say——

Senator Reep (interposing). Mr. Lamont, will you start at that
point in your table at which you were last interrupted and complete
the list of foreign loans?

Mr. LanmonT. I can do that I think without much delay. To Italy
there were two loans. This record, which I will file with the com-
mittee in a day or two, will show one was in 1925 and the other in
1927, one of them direct to the Italian Government of $100,000,000,
and the other to what was known as the Italian Credit Consortium,
being a corporation owned by the Italian Government, as I recall it
but the exact relationship does not appear here, for a total of
$12,000,000. The original issue of $100,000,000 has been reduced by
the operation of the sinking fund to about $89,000,000, and the other
to about $9,000,000 from the original amount of $12,000,000.

Senator SzorTRIDGE. As to all of the Government bonds issued
concerning which you have testified, they were severally payable in
gold, were they not?
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Mr. LastoNT. They were severally payable in gold dollars.

Senator SuortriDGE., Of a certain weight and fineness.

Mr. LamonT. Yes. In no instance have we issued any other char-
acter of bonds. Now, to go ahead with the Italian bonds: One
issued for the city of Rome in 1927 for a total of $80,000,000, which
has been reduced by the sinking fund to $27,500,000, in round
numbers.

Then, in February, one to Japan, and that was what was known
as the large reconstruction earthquake and fire loan—

Senator JounsoN (interposing). You have passed away from Italy
now.

Mr. LamMonT. Yes.

Senator Jounson, Will you please state what, if any, compensa-
}ion (%r remuneration was received by you in the case of the Italian
oans

Mr. Lamont. In the case of the first Italian loan the gross spread
was 414 per cent, and our managing commission was two hundred and
twenty-five one thousandths of 1 per cent. In the case of the second
loan t%\e gross spread was 4 per cent and our managing commission
was one-fifth of 1 per cent. In the case of the Rome loan the spread
was 4 per cent and our managing commission was one-fifth of 1 per
cent.

Now, if you are ready, we will come to the Japanese bonds.

Senator Jounson. Just pardon me for a question before you leave
the Italian bonds.

Mr. LamonT. Certainly.

Senator JounsoN, Were the Italian bonds taken alone by the house
of Morgan?

Mr. Lamont. Oh, no. In the original purchase group in each
instance there were three participants.

Senator JouxsoN. I beg pardon, but I did not hear your answer,

Mr. Lamoxt, I say, there were three participants in the original
purchase group.

Senator Jounsox, Will you state what three they were? .

Mr. Layoxt. I do not remember, but we will certainly furnish
that information to you.

Senator Jonxson. All right.

Senator HarrisoN, What was the date of the last Italian issuce?

Mr. Lastont. The last Italian Government issue was a 7 per cent
bond issued at 9614.

Senator HarrisoN. And that was after we had funded the debt
with Italy at 23 cents on the dollar, wasn’t it ?

Mr. LamoNt. Yes; that is right,

lSen%tor JonxsoN. And the other one was taken at what price,
please

Mr. Lamoxt. That was the last one. 'The other one was at 9414,
being a 7 per cent issue.

Senator Jonxson. So that we have one before and one after the
fuude of the Italian debt?

Mr. Lamont. No; not one before the funding of the Italian debt.

Senator JounsoN. Both afterwards?

Mr. Lamont. Yes; both subsequent to that time.

Senator Rrep. And both of them had to carry 7 per cent on the
face value,
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Mr. Lamont, Yes.

Senator Harrison. Wasn’t that issue being negotiated about the
time we were negotiating the funding of the Italian debt?

Mr. LamonT. I can answer that question very specifically because
I happened to conduct the negotiations. So I will say that there
was not even one word or hint or suggestion of a loan from us until
they had signed up here in Washington. If I understand the na-
ture of your inquiry I think it well to make a comparison between
the rates of the Government settlement and the rates of this. Of
course, these bonds that were issued to the public have got to be
priced in accordance with market conditions prevailing at the
time, and that is the sole guiding feature. Jf French bonds are
selling on a 7 per cent basis you could not hope to offer Italian
bonds on better than a 7 per cent basis, and perhaps not quite so
good. That is the sole consideration in the pricing of these issues.
What is the value of money being invested in the general market
based upon bonds of a similar order of credit?

Senator JouxsoN. Don’t you think you could put that in another
way. That that represents the capacity to pay of the debtor, too?

Mr. Lastoxt. I would think so.

Senator Reep, Those two Inalian issues were offered for the Ital-
ian Government in order for it to raise new money?

Mr. Ladoxnr. Yes.

Senator Reep, And the Italinn Government quite naturally had to
pay the market price to get that new money?

Mr. Lamont. That is it.

Senator Reep. But the refunding of the American Government’s
claim against the Italian Government was not an attempt to bring
in new money, but an attempt to salvage money already owed, a
salvaging operation for an existing debt which was made in the
stress of war time?

Mr, Lamoxnt. That is correct.

Senator HarrisoN. You advised your correspondents, however,
that these Italian issues were good and sound, a safe investment?

Mr. Lamont. Why, Senator Harrison, we never issue a bond unless
we believe it to be good.

Senator KiNe. Let me ask right there: Were those bonds pur-
chased ¥

Mr, Laymonr. Yes.

Senator King, So that you practically underwrote them?

Mr. LamonTt. Yes; all of them were purchased. On the point that
Senator Reed makes let me say: I recall at the time that it was
Count Volpi, Italian Finance Minister, who said to us when he
opened up the question of a loan that he had entered into certain
commitments with the United States Government which he was
obliged to fulfill in due course, and that it was absolutely necessary
in his scheme of things to arrange for the stabilization of the Italian
currency at the earliest possible moment, and that in order to do
that effectively he mnst seek some foreign credit.

Senator Jounson. Can you state approximately how long after
the funding of the debt with the United States Government those
loans were made?
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Mr. LaMonT. As I recall it, the Italian settlement was made some
time in the autumn of 1925, and after it was signed up, and very
soon thereafter, Count Volpi came to New York.

Senator WaLsn of Massachusetts. That rate of 7 per cent was
considerably higher, at the time those bonds were issued, than the
rates current upon municipal, State, and industrial bonds of this
country, was it not?

Mr. Layont. Oh, certainiy.

Senator Warsu of Massachusetts. So that there was somewhat of
an inducement on the part of bankers in this country to invest
abroad because at a larger rate of interest,

Myr. Lamont, Well, of course, the rate of interest is always gaged
by the credit of the obligor. You are quite right about that.

Senator Warsu of Massachusetts. It is also a benefit to the pur-
chaser of the bonds to get the high rate of interest?

Mr. Lamont. Certainly, as high a rate as he can get consistent
with safety.

Senator SuortrIDGE. Mr. Lamont, from time to time as you are
proceeding you speak of retiring certain bonds by and through the
sinking fund.

Mr. LamonT. Yes.

Senator SuorTrInGE. Would you have the goodness to make that
clear? There are those who do not quite understand that process,
What I want developed is, in order that all may understand what
is meant by the retirement or payment of outstanding bonds, the
application of funds in the sinking fund.

Mr. Layont. All right.

Senator Suortripee. Will you have the goodness to explain that?

Mr. LamonTt, Certainly. That is along the same lines that I
answered certain questions propounded by Senator Couzens this
morning.

Senator SHORTRIDGE. Yes.

Mr. Layoxt. In the case of these foreign bonds, speaking in gen-
eral terms, the contract provides that the Government, which is the
obligor, shall annually or semiannually meet not only the interest
due—that is, the coupons—but shall also remit a certain amount of
money to act as a sinking fund for the retirement of the bonds,
Sometimes the amount of that sinking fund is so considerable as
automatically to retire the entire issue of bonds by maturity. Some-
times it is not as large as that. It depends upon circumstances,
Then that sinking fund operates in one, perhaps, of two ways:
Sometimes it is, such as the British practice, for the sinking fund
simply to take bonds by lot or by drawing into the fund and pay a
certain price for them, and the bonds, <o far as any reissue is con-
cerned, are not kept alive, but the sinking fund operates each year
to reduce the amount of the bonds outstanding,.

The other method is by the market operations that Senator
Couzens was developing this morning, that is to say, in the case of
the Italian bonds the Government might say, “ We will place in
your hands one, two, or three millions of dollars per annum, where-
with you shall acquire at the market price from time to time such
bonds as may be available.”

Senator SuortripeE, That is to say, you buy outstanding bonds
by the application of the money in the sinking fund? :
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Mr. Lamont. That is it exactly.

Senator SHorTRIDGE. And you retire the bonds so purchased.

Mr. Lamont. That is it exactly. And as they are retired of course
it makes the total of the bonds diminish, and automatically adds
to the safety of the residue held by the American investors,

Senator Reep. This particular Italian issne you are talking about
has a definite call price, I think, I think I recall seeing an advertise-
ment calling bonds by lot within the last couple of weeks.

Mr. Lamonr. Well, that is very likely, Senator Reed.

Senator Gore. In those loans that you managed for Italy, vou
considered their capacity to pay, you said a moment ago. You took
their willingness to pay for granted, did you?

Mr. LamonTt. Not only their willingness to pay, but their deter-
mination to pay.

Senator Goge. But in relation to the debts which that govern-
ment owes to the United States, both the capacity to pay and the
willingness to puy seem to constitute factors.

Senator Reep. If I might interrupt I will say: I think the only
cases in which an unwillingness to pay has heen shown by a foreign
government is the case of Russia.

Senator Gore. I do not think so. I think France has shown con.
siderable unwillingness to pay in connection with reparations pay-
ments to her.

Senator Reep. They have not defaulted.

Senator Gore. I do not mean to say that they have defaulted.
but they have stated and restated, have iterated and reiterated their
unwillingness to pay unless they collect reparations. 1 have read
to me newspaper statements to that effect at least, but I do not know
whether the newspaper statements to that effect are correct or not.

Senator Kine. Senator Gore, do I understand yvou to mean that
France, since she has negotinted a settlement with the United
States the terms of which it is not necessary to inquire into here,
has given out statements, that is, any responsible government in
France or any person responsible in France to speak for the govern-
ment, to the effect that France would not pay the United States
as the obligations mature unless reparations were paid to her by
Germany ?

Senator Gore. I could not say that any one officially authorized
to represent the French Government has said that, but that state-
ment has been repeatedly published in the newspapers, and Mr.
McFadden in the House stated a day or two since that within four
or five days there had been received such a communication from
France. Now, I do not think we ought to attach too much impor-
tance to that, and it was for that reason I introduced a resolution
calling for the information, because I think a whispering campaign
of that sort is unfortunate, and of course if it is not true the facts
ought to be known. But there is no secret that France at least has
been represented, whether responsibly or not, as having the fixed
purpose not to pay the Government of the United States unless she
collects reparations from Germany, and I think that represents her
attitude to-day. But, Mr. Chairman, pardon this digression.

Mr, LaMonTt. Mr, éhairman, shall I now proceed?

The CHamMAaN. Senator Gore, the time to find that out is when
France refuses to pay, and I do not think she is going to do it.
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Mr. Layont. We come now to the two direct Japanese Govern-
nient issues, the first one of February 11, 1924——

Senator Gore (interposing). Pardon the interruption. But, Sen-
ator King, that was connected with their ratification or approval of
the Berenger-Mellon agreement, that her payments depended upon
reparations. .

Mr. LasoxT. I will continue.

The CHamman, Please do so.

Mr. Lasont. The first of these Japanese loans, being that of
February 11, 1924, and being known in general terms as a loan for
reconstruction and rehabilitation of Japan after their terrible
earthquake and fire of the previous September: that was in
effect an international loan in respect of the fact that there was an
offering in the British market coincident with the offering in the
American market. The total amount of the issue was $150,000,000
in the American market, bearing 614 per cent interest, and issued at
9214, There was an outside spread o}) 5 per cent. The operation of
the sinking fund has reduced the outstanding issue from $150,-
000,000 to $133,000,000. There was a very large public response
to that issue, particularly because of the faith in the promise to pay
I take it, of the Japanese Government, plus a feeling of great sym-
pathy for the hardships which their people were enduring.

The second Japanese Government bond issue was made in May
of 1930. It was for $71,000,000 as I have it here, at 90, with a 4 per
cent spread.

Senator Jouxson, With how much of a spread?

Mr, Lasoxnt. Four per cent.

Senator Jonnson. I thank you.

Mr. Lavont. Then coming to the three issues—o~-

Senator Reep (interposing). Those were 514, were thev not?

Mr. Lanmont. Yes. Then coming to the three Japanese issues
guaranteed by the Imperial Government, one of them was to the
city of Yokohama in November, 1926, 1 6 per cent hond for approxi-
mately but not quite $20.000,000, and which has been reduced by the
sinking fun to $18,000,000 plus, issued at 93, with a 4 per cent spread.

The next was a loan to the City of Tokyo, guaranteed by the Im-
perial Government, made in March of 1927, 514 per cent bonds, for
a little over $20,000,000, and which has been reduced by means of
the sinking fund to a little over $19.000.000 now, issued at 8915,
with a 815 per cent spread.

The third issue, last June, to the Taiwan Electric Power Co., that
is, an electric power cnmganf' operating power in the Island of
Formosa, guaranteed by the Imperial Government, of $22,800,000.
at 514 per cent, issued at 9314, with a 314 per cent gross spread.

The only other long-term issues that we have had were, two to the
Government of Switzerland, one dating back to August 1, 1923, a 5
}mr cent loan of $20,000,000. Well, that was really not a long-term
oan, It has all been matured and paid off now.

Senator Kixc. Was that a loan to the Government of Switzerland
or to one of the cantons?

Mr. LayoxnT. Nojthat was a loan made directly to the Government
of Switzerland.

Senator King. I thank you.
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Mr. Lamont. The next loan was in April of 1924, issued for
$30,000,000, at 51% per cent, at 9715, with a 314-point spread.

Senator JonnsoN. Returning to the Japanese loans for just a
moment, please: Were they all syndicated ¢

Mr. LamoNT. They were all syndicated, Senator.

Senator JoHNsON, And were they all (iisposed of to the general
banks and the general public?

Mr. Lamont. Well, I can not answer that. I have not enough
details to show, but I assume that the syndicate was wound up with-
out having to take any of the bonds back. But as to that I do not
know. It is easy enough to find out, however. As I have said, in
the case of the first issue there was a very strong response on the
ground that—— .

Sex;ator Jornson (interposing). That was after their great dis-
aster

Mr. LamonT. Yes; after the great earthquake.

Senator JornsoN. Were those bonds in the first instance all taken
by the house of Morgan?

Mr. Lamont. The original purchasing group included four, and I
happen to remember in that instance that they were J. P. Morgan
& Co., Kuhn, Loeb & Co., the National City Bank, and the First
National Bank.

Now, the Switzerland loans I have already given to you, and that
covers our issues since the war, or since 1920, of long-term indebted-
ness of foreign governments,

The CuamyanN. Mr. Lamont, will you hand that list to the
shorthand reporter for the Kurpnse of our record?

Mr. LasonT. I should like to have this to take back with me to
check it over and supplement it with certain information in response
to inquiries made here, so as to make it more complete. I got this
up very hastily.

The CuarMaN. That will not take you very long?

Mr. LamoxTt. No.

The CuairyMan. Then we will have to hold up our printing until
you can get that to us.

Mr.] LasmonT. But this would be very likely as an annex to the
record.

Senator Wavrsa of Massachusetts, I note that you have had only
one issue of foreign bonds during the past year.

Mr. LasoNT. Yes,

Senator Wavrs of Massachusets, And that is a small issue.

Mr. LamonT. Yes.

Senator Warsa of Massachusetts. Is that due to conditions in
Europe and throughout the world?

Mr. LaMont. That is due to conditions throughout the world.

Senator Warsa of Massachusetts. But I suppose you have had
applications ¢

r. Lamont. Well, I think the most of the foreign governments
have fully realized prevailing conditions and have refrained from
making application.

The Cramrman. You may proceed.

Mr. Lamont. We also in the course of these years issued certain
very short-time securities, and also certain revolving credits to the
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governments, all of which have matured and been paid off, and none
of which had to do with the investing public, which I assume this
resolution has particularly to do with,

Senator King, And I assume some of those were based upon com-
mercial transactions, were they not ¢

Mr. Lamont. In general, Senator King, they were, I would say,
because they were Government transactions, more in connection with
Government operations. It might be some temporary credit, for the
stabilization of the lira, or something like that, which was matured
and paid off. But that was the general purpose.

Senator Reep. Mr. Lamont, has American commerce benefited from
these loans in any way ¢ .

Mr. Layont. Why, Senator Reed, I should think that American
commerce had in the long run benefited very greatly by these loans.
Of course it is quite arguable that in certain instances the matter of
foreign loans has been overdone, but to take the situation as a whole
we all know that foreign nations in Europe found themselves after
the war denuded as to working capital, That applied to the indus-
tries; it applied to a very great many different phases of their situa-
tions. And those loans have been designed, as is quite manifest as
stated on their face, either for stabilization purposes or to furnish
funds that might be used for temporary credit in an attempt to
restore the normal course of commerce. We all know that our for-
eign trade is dependent upon the normality with which those proc-
esses can be carried out. And I go so far as to say that not only
have they contributed very materially to the maintenance during
those years of our foreign trade, but that they have contributed very,
very materially to the cagacity of the borrowing governments to en-
able them to discharge their obligations when due, and punctually,
to the United States Government.

Senator BarxrLey. The press over a period of years or months has
constantly stated and reiterated that Germany was paying repara-
tions to the European nations out of money which she borrowed in
the United States and that in turn those nations paid to the United
States out of their war debt, and that that vicious circle seemed to be
perpetual, until this year, when no longer could they borrow money
in this country with which to })ay reparations, the present condition
arose, and that that was largely responsible for the so-called mora-
torium. To what extent has Germany paid reparations to other
nations in Europe out of money borrowed in the United States?

Mvr. Layoxt. Well, a_somewhat similar question was propounded
to me this morning, and I ventured to point out that you could not
make an exact coupling between those two forms of operation, be-
cause you can not form a direct connection between a loan, for
instance, that some American bank may make to the city of Bremen
for harbor improvements and a payment by the German Government
of reparations. But in general you can say this without any ques-
tion, that the loans made to the German economy as a whole, govern-
mental, municipal, industrial, and so forth, and even credits extended
to the banks, were designed to improve the conditions toward a
restoration of normal conditions in Germany, and to put her people
in a way to enable them to pay reparations.” So that if you want to
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be very rough and ready about the thing I think you are quite war-
ranted in saying that the loans made to Germany were moneys which
will help enable Germany to pay reparations, which restored her so
that her economic situation was such as to enable her to pay repara-
tions to other European governments, and the moneys such govern-
ments received in that way added, of course, to their capacity to meet
their obligations to the United States Government.

Senator BarkvLey. So far as actual loans to the German Govern-
ment are concerned, only a little more than $200,000,000 having been
engaged in this country since 1920, that means that Germany could
not pay all of her reparations from money she has borrowed as a
Government.

Mr. LamoxT. No.

Senator Bargrey. Whatever indirect effect all the loans might
have in the way of assisting the German Government in its ability
to pay reparations, it is decidedly untrue to state that the Govern-
ment of Germany as such, out of the money borrowed from this
country, had paid reparations during a period of years.

Mr. iamom'. Such statement is entirely inaccurate.

Senator Kine. None of the loans were earmarked so as to know
that they were money for reparations to pay other countries, I
take it?

Mr. LamosT. No.

Senator Reep. It is also true that the German Government has bor-
rowed more money from other European countries, including Great
Britain, than it has borrowed from us, is it not?

Mr, Layont. I have no record of that. Senator Reed, but that
would be my guess, because the German Government or people in one
way or another have borrowed. I think, a good deal of money in
Switzerland and in Holland and in Sweden, and so forth.

Senator Reep. We know that more than half of the Dawes and
Young loans were floated abroad.

Mr. Lamoxt. More than half of the Young loan was, but about
half of the Dawes loan.

Senator Reep. That is the only long-term borrowing that the Ger-
man Government, properly speaking. has done. is it not?

Mr. Layoxnt. In this country, yes. and otherwise too so far as I
am aware.

Senator WarsH of Massuchusett~. Can you state the total extent
of the value of foreign bonds your company has handled in this
period ?

Mpr. LantonT. I can tell you the total value, Senator Walsh, at the
time of tl.e issue, and the total remaining outstanding.

Senator Watrsh. I should like to have that for the record.

Mr. Lamoxt. The principal amount of the bonds offered by us,
long-term bonds I mean, and let me put that in, in the period referred
to, namely, since 1920. has been $1.807.578,000. Out of that amount
there has been retired by the operation of sinking funds= and other-
wise the sum of $438,280,100, leaving outstanding as of December
15, this month, $1,369,297.900.

Senator WavLsu of Massachusetts. I thank you,

Senator La Forrerre. Mr, Lamont, what factors do you take into
account in making arrangements before you undertake to underwrite
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or float one of these loans? I am not now speaking of any particular
loan, but your general practice.

Mr. LadonT. The factors that we take into consideration of course
ure, first, the standing of the government itself which proposes to
become the obligor: the factor as to whether its budget is in balance,
or nearly in balance, or is headed closely toward a balanced budget.
Manifestly if a government were headed toward getting her budget
further out of balance, that would be an adverse factor and a very
strong deterrent. The next question would be the purposes for which
the proceeds of the issue were to be devoted, whether on the whole
those purposes were constructive or otherwise. And that is a point
one can not entirely answer always, I mean in the case of a lesser
government you can ask specifically: Just what are you going to do
with this money¢ In the case of the French Government or the
Government of Great Britain, latter of which of course does not
appear on this list, where the government is above all question as
to its soundness of method, why, it might devote it to the general
purposes of the government. We may happen to know, as in the
case of Italy, that it is for the stabilization of the lira, that that
was foremost in their mind. Those are the chief factors, plus the
state of our own market, which is a very important point,

Senator La Forrerre. Do you take 1nto account the ability of the
Government to convert their currency into dollars? In other words,
do vou take foreign exchange from both angles into consideration?

Mr, LayoxTt, Oh, yes; that is taken into consideration; and we
always make certain to our own satisfaction that the service, interest
and sinking fund. on any issues we propose to bring out are not so
considerable as to be an undue burden upon the exchanges.

Senator La Forrerte. Do you take into consideration—for in-
stance, in the case of Germany—a possible conflict between payments
on these obligations which you underwrite and obligations which the
Government has in the way of war debt or reparations payments?

Mzr, LayoxT. We think that might be an academic question, Sen-
ator La Follette, but not a practical question. It is not a practical
question because, as you bring up the case of Germany and we may
look to that particular instance, we know that the only method b
which Germany can be restored to economic health and by which
she can pay any obligations she may be undertaking for reparations
is to have the normal course of trade and commerce restored in that
country. So that while it might be on the face of things a conflict,
and you may call it a priority, or whatever it may be, there is no
actual question there, Take the case of France vis-a-vis Germany :
It is realized that unless German commerce is restored, unless she is
put in position where her people and corporations can pay taxes to
continue government revenues, reparations can not be paid. So that
while there has been considerable in the papers of late on this ques-
tion of priorities, as a matter of actual practice we do not think it is
going to amount to a row of pins,

Senator La ForLerte, If T understood you correctly a while age,
you stated that J. P, Morgan & Co. have not underwritten any loans
which have been floated for industrial corporations in these foreign
countries.

Mr. Layont. Might I ask you to repeat that?
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Senator La Forverre. I will ask the shorthand reporter to read
my 'iluestmn to you.

(Thereupon the question was read, as follows:)

Senator La Forrerre. If 1 understood you coirectly awhile ago, you stated
that J. P, Morzan & Co. have not underwritten any loans which huve been
flouted for industrial corporations in these foreign countries,

Mr. Lamont, We have .issued no such loans except in one or iwo
cases that I pointed out in this list.

Senator Warsu of Massachusetts. To Japan, I think it was.

Mr. Lamont. Japan I think was the only one.

Senator Kine, That was in reference to the city of Yokohama.

Mr. Layont, Noj; that was to the electric power company to which
I have referred.

Senator Lia Forrerre. In that case do you endeavor to make an
analysis of the financial condition of the company, as yon would for
an issue of domestic bonds?

Mr. LanmonT. In that particular case, yes; we were furnished with
very complete information as to the operations of the company, its
policy, and all that sort of thing. DBut, frankly, we relied more in
the last analysis upnon the guarantee of the Jupanese Imperial Gov-
ernment than we did upon the original obligor, although that in
itself was deemed to be perfectly sound.

Senator La Forrerte. Speaking from your general information,
would you say that there is available as complete and accurate an
analysis of the financial situation of foreign corporations for which
bond issues are floated in this country as you are able to obtain
in the case of domestic corporations secking to float bond issues?

Mr. Lamont. Well, you see, Senator La Fol'ette, I do not believe
I can answer that question with authority because—-

Senator La Forrerte (interposing). I was asking for your opin-
ion, and I qualified the question by saying from your general
information.

Mr. Lanoxt. Well, my general experience would lead me to
believe that on the whole American banking houses are very care-
ful to secure complete and adequate information in any instance
that you might have in mind.

Senator La Forrerre. Have the stock exchange listing require-
ments concerning foreign bonds had any effect upon the character
of the issues floated in this country?

Mr. LamonTt. Not that T know of. But I do not believe I quite
understand what you mean.

Senator La Forrerte. As I understand it, the stock exchange
has within the period we have been discussing adopted some require-
ments concerning the flotation of foreign securities that are to be
listed on the New York Stock Exchange. I wondeved whether, in
your judgment, these requirements have had any influence upon
the character of the issues floated.

Mr. LayonT. I can answer that in a general way; no. The re-
quirements of the New York Stock Exchange are designed to the
one end of making the technical issue of a bond perfectly safe, in
that no counterfeit or anything like that can be brought about.
And there has to be very great caution evercised in that respect,
with the result that certain countries now and then have said, 1
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suppose: Well, it seems to us you are taking undue precaution
there. But those are the rules and they are complied with.

Senator LA ForLerre. There is nothing in those requirements
which tend to improve the character of the bonds which are listed ¢

Mr. Laxont. Oh, well, in general terms. I would not go so far
as to say to improve their character, but to improve the technical
safety of the issue. I will put it that way.

Senator La ForLerte. Do you think the policy of the State De-
partment in giving a negative answer concerning the issues of
bonds to foreign governments has resulted in improving the char-
acter of foreign bonds issued?

Mr. Lamont. I do not believe I could venture an opinion on that.
simply Decause the practice which I said inhered in our house an
in other places, like the National City Bank, and so forth, always
to have consulted the authorities over here in Washington, and long
before there was any request of that kind made.

Senator La ForLerTe. What were the factors that resulted in the
flotation of such a large volume of foreign loans in this country, in
your judgment; what were the more important factors?

Mr. LaMonNt. The important factors, of course, were, as I said
a while ago, that many of these foreign governments, or the most
of them I would think, had found themselves more or less impov-
erished because of the ravages of war; that while their people were
industrious and hard working they were suffering from the effects
of the war and they felt that the ravages could be restored if they
could get something like working capital to help restore it. The
American investing public and the bankers, on the other hand,
looked over there and saw those countries in the last degree ulti-
mately solvent, as we thought and as we believe will prove to be the
case. We saw that they required this situation alleviated, and we
further saw that unless we were able to obtain 4 certain amount
of foreign loans for them our own foreign trade would be imperiled.
There was American money available at that time, and money was
fairly easy, so those were the chief fuctors.

Senator L FoLLerTE. Do you think the incentive of the commis-
sions to be made through the flotation of these loans had any influ-
ence in the large volume that was floated ?

Mr, Lasont. Oh, I think, Senator La Follette, that the matter
of the gross or the net profit with respect to any buy-and-sell opera-
tion is always important. We are merchants. That is what we
are, just like any merchant in the grain business or the cotton busi-
ness, or anything else, and the question of a legitimate profit is cer-
tainly a consideration.

Senator La Forrerte. Do you think that the higher yield of the
foreign bonds made them attractive to the American investor?

Mr. Lasoxt. I think in many instances that is perfectly true.
You take the question propounded by Senator Walsh, and he men-
tioned something along that line—take the loans to the Government
of France in the early part of the decade, and everybody knew in his
heart of hearts that the French people, industrious and thrifty as
they are, would ultimately be able to pay the very limited amount
of foreiﬁn obliﬁations which they were negotiating for in dollars,
and if the market were 7 per cent, or even more, it was a very at-
tractive investment., That is, if you had faith in the future of the
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gouptry. And if you did not, it would not be attractive on any
asis.

Senator La Forrerte, In your judgment, has the volume of these
foreign bonds and credits at any time during the period that we
have been discussing, conflicted with or impaired the ability of do-
mestic, and especially small domestic corporations, to secure credit?

Mr. Lamont. Oh, I would answey unquestionably no. Unquestion-
ably no, The interior banks, as you know, have always been, at least
during the period of easy money and before we ran into present
conditions, ready to grant ample credit. Noj; I think it would work
the other way. I should think the American export trade had been
stimulated so much by foreign loans in general that the domestic
situation would have been aided.

Senator La Forrerre. I think you may have answered this ques-
tion before, but I want to make sure that it is in the record: In your
judgment, is there a direct relation between these large flotations of
foreign secarities in this country and the tremendous expansion of
the export trade of America during the period preceding the
depression ?

Mr. Lamont. Oh, yes. While you can net figure out the exact
cause and effect in dollars and cents, T have no doubt it had a very
strong bearing ; otherwise where in the world would our foreign buy-
ers have gotten money with which to buy our cotton, wheat. copper,
meats, and all that sort of thing? I don’t know where,

Senator La Fourerre, In your judgment, did that contribute to the
excgszi{e expansion of plant facilities in this country during that

erio
P Mr. LamoxT. I should not think it would be so very much, not a
ﬁreat deal at least, because what the European countries required
uring that decade, especially in the early part of the decade, was
not so much manufactured articles as raw materials and commodities
such as we were able to furnish in the way of agricultural products,
which helped us enormously in that respect.

Senator King. But was not our expansion, that is our mechanical
expansion, rather during the war, and has there been very much
mechanical expansion in our industries since then?

Senator La Fourerte. I do not agree with you,

Senator Kine. I do not state it as a fact, but I was wondering if
there had been any very great industrial expansion in a mechanical
wag since the war.

enator La Forrerte. There has been tremendous expansion in
plant capacity since the war, both due to actual expansion of plant
and to the technological improvement of industrial processes.

Senator Kina. I know that there was during the World War and
immediately thereafter, but I did not recall that industrial expansion
had been very great during the past five or six years.

Mr. LayoxT. I think Senator La Follette is right—that there has
been considerable expansion of plant capacity in the middle part of
this decade.

Senator King. Oh, yes; about that, all right.

Mr. LayoxTt. That was due both to foreign and domestic demand,
chiefly domestic, I would say, where things, as we all know too well,
get to rolling along on a too rapid scale, where people borrow and
spend, or borrow and buy, and all that sort of thing.
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Senator Gore. That was the very point I was going to ask you
about, this policy on the part of European governments to borrow
and buy. That, of course, had to come to an end, unless there was a
saving from capital.

Mr. Lasoxt. When I used the phrase about borrowing and buying
I was alluding to the domestic inflation here in the United States,
and the expansion of plant facilities, and not to foreign matters.

Senator Gore. I think you stated that our foreign trade. our ex-
ports, were augmented greatly on account of the borrowings and
purchases abroad.

Mr. Laymoxt. I did say that; but you must bear in mind that this
borrowing has not been solely responsible for the volume of our
export trade. A great part of it has been due to the savings and
thrift of the people over there. You can not find any harder work-
ing people, any more saving people, than the French, and, in general
terms, I guess than the German and Italian,

Senator Gore. One further point in regard to Germany and the
gestion of priority: Now, German bonds issued pursuant to the

awes plan were expressly given priority, were they not. over all
other German obligations?

Mr. Layoxt. That is true.

Senator Gorg, Is it true also of bonds under the Young plan?

My, LamonT. They were given general priority subject to the prior
lien of the Dawes honds. I have read into the record the exact status
of the security in the case of both of those issues.

Senator Goke. T did not know that and wanted it in the record.

Senator Kixe. The obligations due from foreign governments are
approximately $5,000,000,000, due from South American and Cen-
tral American Governments, roughly speaking, are they not?

Mr. Layoxr. My memory does not serve me on that. T should
have to refer to some doruments of the United States Department of
Commerce, which department has made a verv careful and complete
compilation., but T know it is a very considerable amount.

Senator Jonxsox. In 1923 or thereabouts did you arrange for a
credit in this country for the Bank of England?

Mr, LavoxTt. Will you state that again?

Senator Jornixson. Did you arrange for a credit for the Bank of
England in 1925 or thereabouts?

Mr. Layoxt. No. We never have had anything to do with the
Bank ot England credit, Senator Johnson. Great Britain deter-
mined in the spring of 1925, as I recall it, to go back to the gold
standard, and the British Government approached us for a 1-yeor
credit. Now, that was the British Government. At the same time
we were informed without knowing any of the details of the matter,
that the Bank of England was arranging for a temporary credit
through the Federal reserve banks of this country. We arranged
ours and they arranged theirs, and as I recall it there were no draw-
ings under our credit, and upon the maturity of the credit it simply
matml'g(l and really there was no paying to be done, for it was simply
a credit,

Senator Jouxson. Do you remember how much they desired at
that time?

Mr. LamonT. That they arranged for as a stabilization?

Senator Jonxson. Yes, sir,
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Mr, Lamoxt, I have it here somewhere and will find it,

Senator Gore. It was $300,000,000 that they arranged for, as I
understand it.

Mr. LamonT. With us it was a credit to the British Government
of $100,000,000.

Senator Reeo. And no Part of it did they ever draw.

Mr. Lamont. My recollection is that no part of it was ever drawn
upon, .

pSena(;or JounsoN. You say that was $100,000,000, arranged by the
house of Morgan?

Mr. LasonT. It was $100,000,000 by a group of institutions that
associated themselves with us.

Senator Jounson. And in addition to that, there was a credit by
the Federal reserve banks.

Mr. LaMonT, There was a credit which the Bank of England ar-
ranged for, as we were informed at the time, with the Federal reserve
system.

Senator JornsoN., Which was $200,000,000, was it not?

Mr. LamonT. That is my recollection. .

Senator Jou~soN. Did you receive an¥l compensation for the credit
that ;vas arranged at that time, and that you say was not drawn
upon

Mr. LaMonNT. Oh, our group received what you would call a stand-
by commission for promising to let them have the money if they
wanted to draw upon it.

Senator Jounson. Pardon me, but I do not know exactly what
you mean by “ a stand-by commission.” Explain that, please.

Mr. Lamont. Oh, that is 8 commission for granting the credit.
The group that we arranged gave the right to the British Govern-
ment to call upon us at any time within two years to advance them
$200,000,000.

Senator JounsoN. You meant $100,000,000, did you not?

Mr. Lamont. Yes; I meant $100,000,000. Pardon me. We were
paid for that.

Senator JounsoN. And for that grant of a right to draw on you,
you were paid?

Mr. Lasonr. Yes; certainly.

Senator JounsoN, State the amount, please.

Mr. Lamont. Well, as I have it here it was a total of 114 per cent
per annum.

Senator JounsoN. And how long did that offer last?

Mr. LamonTt. Two years.

. kSer.l:;or JounsoN. So you charged them 2145 per cent then, X
ake i

Mr. Lamont. Well, it would amount to exactly what I said.

Senator JounsoN. You said it was 114 per cent per annum and
would run for two years, which would be 214 per cent.

Mr. LasoNt. Two and a half per cent for the privilege, and they
hgd the privilege on their part of surrendering the thing at the end
of a year,

Senator Jor~soN. Do you know who arranged the Bank of Eng-
land credit with the Federal reserve?

. Mr. LamonT. I have not the remotest idea. At the time in ques-
tion the Bank of England had as its head Governor Norman, and the
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§8vemor of the Federul Reserve Bank of New York was Mr, Strong.
e had nothing to do with that and no knowledge of it. I mentioned
it particularly because Mr. McFadden, in the House of Representa-
tives, was ﬁood enough some time aigo to credit us with having been
active in the arranging of it, and I just wanted to go on record by
saying we had nothing to do with it.

Senator BarkiLey. Mr. Lamont, this question may be one that
you prefer not to answer. It may be a question about which if
you have an opinion you do not wish to give it. But as to this mora-
torium, upon which this resolution is based, or at least in some way
connected, providing for a suspension for one year of the payment
to us of the interallied debts by European countries, six months
of the time has now been consumed, and it will run only until the
30th of next June. The provision is that over a period of 10 years
after that time this amount to be paid this year will be spread out
and be paid in addition to the regular annual payment which will
come due. Have you any opinion or would you })c willing to express
an opinion now as to whether the governments involved will be able
to meet their regular annual obligations beginning at the end of this
one year of suspension, and also one-tenth of the amount they should
have paid this year, spread out over that period. Or will they be
faced by the same situation then that we are up against now?

Mr. LamonTt. Senator Barkley, I would not dare venture an
opinion on that. I would not dare to do it. I think the officials of
the United States Treasury have all the information and will be
able to get all the information from month to month that is possible
and available on those questions. But as to either prejudging or
prophesying I would not dare to do it.

Senator Reep. Furthermore, what might be true of one government
might not be true of all.

pator BArkrLEY. Yes; I realize that.

Mr. LasonT, Quite true, guite true,

Senator Howery. Mr, Lamont, is it not true that some of these
governments that will be affected by the moratorium should pay now$

Mr. LamonT. I am not in a position to answer that categorically,
because, as I say, you can study their budgets, you can study what
their present economy is. I prefer not to be drawn into a discussion,
if you please, on matters that are so strictly pertinent to the Govern-
ment. I have great confidence in the officials of this country being
able to handle the situation adequately.

The Cuamman, Arve there any other questions?

Senator Reen. Is there anything, Mr. Lamont, that you would like
to say before you finish?

Senator Jounson. Mr, Chairman, may I ask: Mr. Lamont, have
you any knowledge on the subject of industrial loans or loans other
than those that are governmental ¢

Mr. Lamont. I have no detailed knowledge whatsoever, Senator
Johnson, but I take it from what Senator Smoot, the chairman, has
said you purpose calling various other bankers here who will be able
to give you entirely adequate information on that.

gnator JounsoN. You have not dealt with the industrinls?

Mr. Lamo~Tt. No; we have not dealt with that phase of the
situation.

Senator Jounson, Nor with short-term credits?
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Mr. Lamont. Nor with short-term credits that are outstanding;
no. I mentioned a while ago that we had some revolving credits
and you just alluded to one with the British Government back in
1925.

Senator Jounson. I was speaking of German short term.

Mr. Lamont. No. As I said this morning, our practice was not to
undertake German short-terin credits, and the point that T made was
. that that whole phase, I thought, had been unduly exaggerated in the
public mind as to its extent and importance.

Senatcr Gore. Mr. Lamont, one other question,

Mr. Lamonr. Certainly. )

Senator Gore. I notice in the year 1929 foreign loans in this coun-
try were greatly reduced. Was that due in part to the pendency of
the Young plan and the high money rates in this country ¢

Mr. Lamont. Why, I would think so, and because at that time the
need was not insistent from possible foreign borrowers. Of course,
the moment that the difficulties of the autumn of 1929 arrived the
idea of making foreign loans fell very much into the background.

Senator Warsa of Massachusetts. Mr. Lamont, Senator Gore
asked you how much of the German foreign bonds your company
held and you said you would suEply it for the record. Have you
any objection—if you have I wish you would state it—to supplying
the total amount of foreign bonds which your house now holds or
the agencies with which it is connected?

Senator Reep, That will be shown in this statement that you are
going to send us, will it not, Mr. Lamont?

Mr. Lamont., Well, so far as that is concerned, Senator Walsh,
we have no agencies. I mean—yes; we are by ourselves, as far as
that is concerned.

Now, as far as furnishing that information is concerned, we have
no objection whatsoever to furnishing it in confidence to the mem-
bers of the Finance Committee of the Senate. I think it would be
probably unwise for detailed information of that kind, representing
the gortfolios to a certain extent of all the banks, leading banks
and banking houses in the United States, to be made public. I can
not conceive of what good that would do.

Senator WarsH of Montana. I appreciate that. :

Mr. Lamoxnt. Do gou sce? But so far as the purposes of this com-
mittee are concerned, we have absolutely nothing to conceal.

Senator Warsix of Montana. Of course, if it were a larger sum it
would indicate that you had great confidence in these securities and
you are willing to assume the responsibility you are asking other
banks and private individuals to assume.

Mur. Lamont. That might be and that might not be, because, Sen-
ator Walsh, our business is not to be investors ourselves, in the last
analysis, but to be merchants.

Senator Warsu of Montana. I understood that.

Mr. LamonTt. And you can also realize that in times that we are
going through in this country it has been especially important for
large banks and large banking houses like ourselves to keep as liquid
as possible for the purpose of meeting domestic situations.

enator Gore, Is your organization a firm or corporation?
Mr. Lasont. We are a partnership with unlimited liability.
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Senator Barkrey. Mr. Lamont, do you think that trade barriers
such as tariffs between our country and other countries and amon
other countries in the world has had any effect on the capacity o
our debtors to pay?

Mr. Lamont. Now, that is a pretty broad question, and I have
such a regard for the chairman of the Finance Committee that I
do not want to {%et into argument with him about the tariff, because
I am a low-tariff Republican.

Senator BAarkLEY. Your answer is yes, then.

Senator King. I think there are other low-tariff Republicans,

Senator Gore. Don’t press him on that point.

Senator BarxLEY. I say, your answer was “ Yes.”

Senator SuortrIDGE. Would you cite any agricultural item in
the tariff the rate on which should be reduced?

Mr. LamonT. No; I am not an expert on the tariff. I will trust to
Senator Smoot on that, in the last analysis,

The CHAIRMAN. Or any other rates under the conditions as exist-
ing in the world,

%enutor SHorTRrIDGE, Is there any item in that tariff—

The CHamMaN (interposing). Raised in California,

Senator SuortriDGE. Raised in California or anywhere else that
you would have reduced ? .

Senator Costicax. Mr, Chairman, before we adjourn may I ask
a question?

The Crammax, Certainly.

Mr. Costican. Mr. Lamont, I was out of the room part of the
time, and you may have already spoken on this subject. Has your
firm handled municipal German bonds?

Mr. LasmoNt. We have never handled any municipal German
bonds or any bonds other than two issues of German Government
bonds, which I described in the course of the testimony.

Senator CosticaN. One more question: It haEpens that I come
from Colorado. On what principle do you allot bonds to particular
banks? For example, on what principle would you allot a certain
amount of bonds to a Colorado bank for sale?

Mvr, Lamont. We would allot those bonds to the Colorado bank,
Senator Costigan, purely on the basis of the amount that they
wanted and thought they could dispose of to advantage.

Senator CosticaN. Have you determined that amount in advance
or do you write them to ask the particular quantity that they feel
that they are in position to handle?

Mr. Lamont. The practice in handling syndicates, so as to start
somewhere, is to say we are able to offer you an interest in this
syndicate of a hundred thousand dollars bonds, or whatever the
figure may be, .

Senator Kine, Hundred million?

Mr. Lamont. No; I am speaking of any one Particular house. A
hundred thousand dollars bonds, and then the house receiving that
determines as to whether it wants a hundred or 50 or none.

Senator CosteaN. If a bank declines to take its allotment, or any
allotment, is it at a disadvantage with respect to the handling of any
future bonds? ) .

Mr. Lamont. Oh, no; except on a common-sense basis—that is,
if a house found itself consistently unable to place any bonds,
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eventually we would take that as an intimation that it did not care
to have an invitation extended. That is all.

Senator Costican, In other words, in line with your testimony
this morning, you wish us to understand that no compulsion, direct
or indirect, 1s brought to bear upon any individual bank to take a
particular issue?

Mr. LasonT. Absolutely, completely.

Senator Jonnson. One thing more, 1f you will pardon me.

My, Lamoxt, It is all right.

Senator Jounson. Is the house of Morgan the financial representa-
tive or agent of Italy at the present time?

Mr. LayoxT. As I said in the early part of my testimony, Senator
Johnson, we have no fixed financial or fiscal agency arrangements
with anybody, with any foreign government. We have undertaken
in certain instances to act for such governments in a financial way,
and in the absence of any withdrawal of either side those loose ar-
rangements have continued; but as for calling ourselves specifically
the financial agents of the Government of Italy, or any other govern-
ment, we do not do that. We have no right to do it, and they have
every right to go anywhere they please.

Senator Jonxson. Is the same arrangement which you suggest,
and only that, in vogue with France?

Mr. LaxonT. Quite.

Senator Jounsox, Is the same arrangement in vogue with Great
Britain?

Mr, LamonT, It is in vogue with every country.

Senator Jounson. Well, has any other country had any other rep-
resentative in New York besides the house of Morgan? :

Mr, Lamoxt. Any other country than what?

Senator JosnxsoN. Great Britain, France, or Italy.

Mr. LamoxT. In the case of Great Britain, we have since during
the war been their chief representative. That does not mean that
they may not have had relations with somebody else that we do not
know about, but we have been their chief representative in connection
with financial matters in America, other than their Government
relations,

Senator Gore. What other foreign countries?

Mr. Lamont. Pardon me, it I may continue to answer Senator
Johnson’s question, He asked me specifically.

Senator Gore. Yes.

Mr. Layoxt. In the case of France they have had. we thought,
considerable relations with other houses. The same is true with
Ttaly. Although any large issues of public loans like this have
always been concentrated with us so far as negotiations are concerned.

Senator Reep. It is true, is it not, Mr, Lamont, that in recent years
Italy has been paying the United States Government through Kidder,
Peabody & Co.?

Mr, Lamoxt. That has been their practice, as I recall it.

Senator Jouxson. I did not follow what Senator Reed snid. T do
not know whether it related to what I asked or not.

Mr, LamoNT. Yes; it has a bearing on that.

Senator Reep. I said that in recent years Italy had been making
her payments to the United States on her Government debt through
the house of Kidder, Peabody & Co.
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Mr, Lamont. I am not aware, Senator Reed, as to how complete
that is. I know that they have utilized Kid(ier, Peabody & Co.’s
services at various times, That is as far as I should be able to go.

Scnator Jounson. Have you an establishment in Paris, M.
Lamont?

Mr. Lamont. There is a Paris house called Morgan & Co. which is
allied with our New York house.

Senator JonnsoN. Have you a house in London?

Mr. Lamont. In the same way we have a firm in London that is
under the British laws, of course, called Morgan, Grenfell & Co.

Senator Joanson. In Rome?

Mr. Lamoxt, No. Those are the ony two affiiations that we have.

Senator Jounsox. Now, Senator Reed spoke of Kidder, Peabody.
Are you connected in any fashion with them?

Mr. Lamoxt. None whatsoever.

Senator Jorunson. They have been partners in your syndicates?

Mr. Lamont. In seme and not in others.

Senator JornsoN. That is all so far as I am concerned.

Mr, LamonTt. Senator Reed asked me one question as to whether
there were any general remarks, and in reply to that I might permit
myself to say very briefly that, while I regard this question of for-
eign bond issues and the whole relation with foreign finance as un-
doubtedly an important factor in our whole situation, in all Ameri-
can economy : an important factor in finance and trade, and all that;
nevertheless, we do not deem it as of anything like the importance
that the domestic situation has, if I may say so.

In other words, we think that all the alarums and excursions that
have unfortunately come in the last few months, and have exag-
gerated in the public mind the extent of American foreign invest-
ments, is somewhat unfortunate. It may have been inevitable, but it
is somewhat unfortunate.

I alluded this morning to our belief and knowledge that no Ameri-
cnn banking institution was in the slightest degree embarrassed by
its holding of short-term foreign credits. We think—at least
think; I am expressing an individual view in this, of course—I think
that if we can address ourselves to certain phases of our domestic
situaftion, our foreign situation will in due course help to take care of
itself.

In other words, I think that in this bond market that we were
describing, in which we have witnessed a decline in the markets of
domestic bonds as well as foreign bonds, we see that the railroad
bonds are in a way the backbone of the market. That is to say, the
transportation industry of this country is the chief great industry of
the country. It is under a cloud to-day, because its earnings are not
apparently sufficiently close to its outgo. That is the reason that
we have been very much pleased by the report that the workers, the
railwafv workers, were themselves contemplating a voluntary reduc-
tion of wages, coming down somewhat in line with the reductions of
wages in other industries and on the farms; because we can’t see that
as the one factor at the present moment, the great factor at the pres-
ent moment, that will tend to lead to stability in our domestic bond
market, which, after all, is the backbone of our investment com-
munity. Anything that the American community can do in ex-
pressing good will toward getting this negotiation for the reduction
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of wages and the rehabilitation of the railways put on a swift and
effective basis—that is going to contribute more than any other one
thing, outside of sound legislation at Washington.

I may permit myself to thank you Senator Smoot, and all the
other Senators here, for your exceeding courtesy.

The CrarmaN. We thank you for coming.

Senator Couzens. I would like to ask Mr. Lamont one thing. so
long as you brought up the railroads: Is it your opinion, Mr. La.
mont, that the railroads will need governmental aid, financial aid?

Senator Warsox. Speak a little louder, will you, Senator?

Senator Couzexs. I asked Mr. Lamont if it was his opinion that
the railroads would need governmental aid financially.

Mr. Lamont. Senator Couzens. I am a little puzzled as to just
how to answer that, and I will tell you why I am a little embar-
rassed. I understand that there is pending before the Congress now
a recommendation on the part of the administration as to the forma-
tion of a so-called emergency finance corporation, and I should not
wish to be understood as coming over here and pretending to tell
any Members of this Congress what they should or should not do, be-
cause, as I say, I have every confidence in the discretion and
capacity of this Congress.

If I were to be forced to give a personal opinion. I should say
that the bill authorizing the creation of such a corporation was of
very great importance at the present moment. I would believe that
the earlier such a corporation would be formed the less it would be
called upon to perform any functions.

Senator Couzens. I do not think Mr. Lamont quite got the point.
The so-called reconstruction loan fund that the President has sug-
gested proposed to set up $500,000,000 for refinancing banks and
financial institutions and railroads. That proposed to set up an
entirely new organization which, obviously, will take considerable
time, because it means the election of three or four new directors,
which will have to be picked out and confirmed by the Senate. and
it also will be devoted to the refinancing of closed banks and other
destitute financial institutions.

The railroads, however, have had experience with the Government
in going through the Treasury Department with adequate collateral.
which has been satisfactory both to the railroads and with the
Government.

I was nsking the question whether or not, in Mr, Lamont’s opinion.
the railroads can wait until this so-called reconstruction corporation
is set up.

Mr. Lasont. Well, of course, you never can tell just how long you
can keep the patient going, but if there were signs in the Senate and
House of early action, prompt action, with reference to this corpora-
tion, Senator Couzens, I should say that the railroads would get
along until that time. But I do think it would have to be early,

Senator Couzens. Representations have been made to me that the
railroads are in dire need of assistance and that they are unable to
borrow it through the New York investment houses; that the New
York Central is in need, and other railroads are in great need, and
that the New York financial houses have refused to come to their
assistance. Is that correct?
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Mr. Ladont. Oh, in that form I would not say it were correct at
all, Senator Couzens. Certain solvent railways are financing their
immediate needs by means of short-term loans, which the banking
houses and the banks have been very ready to grant. They have done
everything to keep this situation going in good shape. )

But, manifestly, banks and banking houses can not continue to
lock up their resources indefinitely in such short-term loans, for in
accordance with the practice those loans must be refunded into bonds
before very long.

Now, with the existing bond market they can not be refunded.
The houses have not refused, but they are not able—if the issues of
these highly solvent roads that we know about are selling far below
par as they are—it is quite impossible for them at present to market
another issue obviously.

Senator Couzens. May I ask how long these New York houses will
be willing to carry these railroads on short-term loans before con-
verting them into long-term bonds?

Mr. Layont, There is not any answer that could be made to that.
The banks in New York, just like the banks all over the country, are
doing everything in the world they can to fulfill the requirements of
their customers, everything.

Senator Cotvzens. Now, in these short-time loans that you are
making to these banks prior to the time of converting them into
long-time bonds, how long have you made those loans for?

Mr. Lamont. Oh, they vary. I do not know. They might be 90
days, might be 6 months. The maturity does not make much differ-
ence. The nominal maturity, Senator Couzens, does not make much
difference, because if things are going along a bank wants to renew
if it can. But I am just pointing out in general terms the state of
this very basic industry and the necessity for cooperation along two
lines: One, wage reductions so as to enable them to balance their
budgets, and the other, possible emergency ccrporation for use to
turn to in the very near future.

Senator Couzens, How long will that require, in your judgment,
this emergency loan from the Government, if such were ax‘rangedi

Mr. Layont. Oh, that would work out, I suppose. Why, nobody
can tell. You know, even better than I, how the War Emergency
Corporation functioned, how successfully it functioned. It took in
quite a lot of loans at the outset and then began to liquidate it.
The same general course would follow, I would think. But the
authorization by Congress in the setting of it up in itself will be
a very great help.

And as I said at the start on this point, on the point you are
inquiring about, the sooner you do it the less you wiil need it.

enator King, Mr, Lamont, the credit corporation which has been
organized of $500,000,000, will that not perform some of the func-
tions and meet some of the exigencies to which you refer?

Mr, Lamoxnt. You are referving to the emergency banking cor-
poration?

Senator Kine..Yes,

Mr. Lamoxt. That is doing all it can already, Senator, with the
banks. That has no power, of course, to make loans to railroads
or industrials,
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Senator Kina. I understand that, but as I understood one of
the questions of Senator Couzens—and I may have misunderstood
him—he included in the functions of this organization giving the
banks credits.

Senator Couzens. That is correct.

Senator Kine. And I was wondering if the credit corporation,
with its $500,000,000—and I have talked with the President on two
occasions—was not in position to give effective aid to banks that
have frozen assets and perhaps some banks that are in the hands of
receivers.

Mr. Lasont. Well, so far as the banks whose assets are good
and yet are more or less frozen, as I understand it that corporation
is already functioning in their favor very decidedly. So far as as-
sets that are in the hands of receivers, I should not think that that
corporation would have power to function.

enator King. I think that it does. However, it has the right to
loan to banks where they have good collateral?

Mr. LamonNT. Yes; that is true. DBut that is banks. Senator
Couzens is asking about railroads.

Senator King, Yes,
Senator Couzens, Now, may I ask Mr. Lamont if he knows what

rate of interest these financial houses are charging the railroads for
their short-time financing?

Mr. LamonT. Current rates,

Senator Couzens, What is that?

Mr. Lamoxt. Why, darned if I know. I suppose that——

Senator SHorTRIDGE (interposing). I'ive, 6, 7, 8 per cent?

Mr. Lamont. No, no. Just before the Federal reserve bank raised
its discount rate and before money became a little dearer than it
had been the rates were very low. Now they are still in accordance
with the current market.

Senator Couzens, Representations have been made to me that any
sound railroad at this time needing money in Wall Street would be
required to pay 7 and 8 per cent. Is that your understanding?

Mr. LamonT. I have never seen any such loans on such a basis,
never.

Senator SHorrrIDGE. What would it be, Mr. Lamont ¢

Mr. LamonT. I do not follow the details of banking. I am prob-
ably culpable, but I do not, very frankly. But I heard a debate the
other day as to whether this railroad which was borrowing con-
isidﬁrable should pay 4 or 414 per cent, if that will give you any

ight.

gSenutor Couzens. May I ask Mr. Lamont what railroads his
house, the house of Morgan, are fiscal agents for?

Mr. Lamont. We are not formal fiscal agents for any road, Sen-
ator Couzens. Years and years ago we had certain formal fiscal
arrangements with two or three roads, but by mutual consent those
were wiped out, oh, 10 or 15 years ago, and we are not formal fiscal
agents for any of them. But by tradition and practice we act for
a number of them,

* Senator Couzens, What are those?

Mr. Lamont., Well, among them I would mention the New York

Central, Northern Pacific, Chesapeake & Ohio.
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Senator Covzens. Does that include all of the Van Swearengen
enterprises?

Mr. Lamoxt Noj not all of them, The Chesapeake & Ohio hap-
pens to be one of the railroads. No; those are divided up, as a
metter of fact. Formerly they were in more or less groupings that
had separate bankers, and we have not wanted to disturb existing
arrangements:

do not mean by any method of seeming exclusion to make my
list limitfzdci but T am just mentioning a few companies that come
to my v.ind. .

Selb:ator Barkrey. Mr. Lamont, it has been stated that of the
$500,000,000 supposed to be available through this credit corpora-
tion for assisting destitute banks and others, only $15,000,000 has
beer; granted or used. Do you know whether that is accurate or
not?

Mpr. Ladoxt. Noj I have no information on that at all, Senator.
You see, this company has to do with incorporated banks, and we
had no part in that except initially to assist; cooperate as we could,
in the furtherance of it, and I would say that we would subseribe
to some of the capital stock if we were wanted to.

Senator Barkrky. You do not know anything about the details
of its operation?

Mr. LayoxT. Not a thing. That is in the hands of the respective
clearing houses in the vartous financial centers of the country.

Senator Costigax. Mr- Lamont.

Mr. Lamoxr., Yes, Senator-

Senator Costican. If the question is deemed relevant and proper
by you, may I ask whether any member of the house of J. P. Mor-
gan & Co. is a director in any of the leading banking institutions in
any of the countries, the securities of which have been marketed in
this country? For instance, Germany, or Great Britain, if Great
Britain be included?

Mr. Layoxt. Let me say first that no question that any Senator
of this committee would ask would be anything but proper.

Second, if I understand the question, it is as to whether any
member of the firm of J. P. Morgan & Co. is a director in any
foreign bank located in any one of the countries whose governments
have arranged loans through us in this country. Is that correct?

Senator Costiean. That is the substance.

Mr. Layoxt. The answer is no.

The Cuairyan. We thank vou.

Senator Goke. Mr. Lamont, not being a corporation, I suppose
you have no outstanding stock or capital. Is there any statement
showing the capitalization?

Mr. LamoxTt. No; there is no published statement at all. For-
tunately, or unfortunately, the entire resources of every member of
the firm are pledged to the fulfillment of all our obligations.

Senator Reep. Mr. Lamont, I think you made a slip of the tongue
when you said that the Paris and London firms were the only other
firms with which you knew your house was connected. Isn’t there a
connection with Drexel & Co.?

Mr. LaMonT. He asked me foreign.

Senator Reev. You did not answer in that way.

92028--31—rr 1—58
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Mr, LasoxTt. Oh, pardon me. I am glad yvou reminded me of
that, Senator. Oh, yes; Drexel & Co., at Philadelphia.

Senator Jouxsox. I was not referring to any domestic companies,

Senator Reen. His answer did not indicate that. :

Senator JouxsoN. You state the connections in this country are
very numerous? ’ -

Mr. Larxoxt. No. Senator Johnson. 1 am very glad you brought
that up. Drexel & Co. are the only affiliate we have; Drexel & Co.,

of Philadelphia,

* Senator JouNsoN. = The only affiliate.,” Just what do you mean
by that?

My, Lamoxt. I mean a firm in which we are interested.

Senator Jonxsox. Oh. yes. But you have firms. however, that
are representatives, agents. and the like, and of which you are
agents and representatives, of course?

Mr. LayMoxT. No: we have not: if I may differ from yvou radically.

Senator Jouxsos. Pardon me?

Mr. LavoxT, If T may differ from you radically, we have not,

Senator Jonxsox. Oh. gracious; I am sure you differ from me
radieally, and we differ radically on many things, and always
pleasantly.

Mr. LayosT, Always pleasantly.

Se?nator Jouxsox. You have—what do you call them. correspond-
ents

My, LamoxTt. You see. we are a private banking house, Senator
Johnson, aiud we do not solicit actively the accounts of interior banks
and banking houses. We leave that in general terms to the incorpo-
rated institntions, I mean to say. the National City Bank, the Chase,
the Guaranty, all have large lists of the interior depositors and
correspondents running, I suppose, to two or three thousand. We
have a few—some personal acquaintance or something like that, but
very few.

Senator Gore. How many members of your firm?

Mr. LamoxT. Excuse me. Senator Johnson has one thing more,

Senator JorxsoN. When a loan is allocated to houses. what list
do you take? How do you determine the houses to allocate it to?

Mr. LaxmoxnTt. To determine the make-up of the syndicates, Sena-
tor Johnson; that is to say, the list to whom we shall extend an
invitation to join a particular syndicate, by the previous record
we have in the office. Naturally, we keep a careful catalogue of
the houses and banks that have been members of previous svndicates,
and we utilize that. ’

Senator JouxsoN. However tentative the connection may be, there
are houses with which you are connected. of course, in the United
States, and many of them. and that goes without saying. I take it,
and so I did not inquire about local establishments or establishments
in the United States with which in any degree you were connected.

Mr. LaymonTt. Well, there is no use in getting into an argument
about that. The connotation. in my thought, of your inquiry was
to the effect that we had very intimate relations through other
houses to the extent of our being able to indicate to such houses
what our wishes were or what our judgment was, and I wanted to
negative that idea.
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Senator Jonnsox. Then, you do not indicate what your wishes
are to the various other houses?

Mpr. Lamont. If we invite them in to take a part in the syndicate,
that means that we think that we are inviting them to take a part
in a sound enterprise,

Senator JonxsoN, Of course.

Mr. LamoNt, And they have the privilege of joining or not joining.

Senator Jouxnsox. And. of course, you mvite those with whom you
are familiar and with whom you have had dealings before?

Mr. LanoxT. Quite right.

Senator Jonssox. I do not think there is any disagreement
Letween us in that respect.

Mzr. LamoxTt, Probably not.

Senator Gore, How many members are there of your firm?

Mr, LamoxT. I guess there are about 12 in New York now. 12 or 13,

Senator Gore. Is there a published list?

Mr. Ladont. Oh, yes, certainly: it is a matter of public record.

Senator Gore. I hould be glad if you would turn it in when you
are correcting your statement.

Mr. Lamoxt. Very well. sir.

The Cuamrmax. We thank you for your statement.

(Witness excused.)

TESTIMONY OF CHARLES E. MITCHELL, CHAIRMAN NATIONAL
CITY BANK, NEW YORK, N. Y.

The CuamyaN, You are associnted with the National City Bank,
New York!?

YM;. MircneLL. I am chairman of the National City Bank of New
ork.

The Cuammax. How long have you held that position?

Mr. MircHeLL, I became the president of the National City Co..
which is the investment affiliate of the National City Bank, in 1916
or 1917; and I became president of the National City Bank in 1921
and I have been chairman and chief executive officer of the bank and
of the affiliate company for something over three years.

) 'ghe?C}lAlRMAN. Are you nssocintefin any way with J. P. Morgan
& Co,

Mr. MrircueLr. Only in business relationships,

The CHairyaN. Not as an owner or an officer?

Mr. MircHeLL. No. sir.

The Cuairaax, Mr, Mitchell, you have listened to the testimony
of Mr. Lamont. You know about the trend of information that this
committee desires to secure from you. If you have a statement that
you desire to make, we should be very glad to hear it at this time and
wve vou tell the committee as near as possible what the National
City Bank has done by way of loans in any connection whatever with
foreign countries,

Mr. Mitcaewn, Senator Smoot. I have prepared no statement for
your committee, but T have heen most interested in the line of ques-
tioning of Mr. Lamont, and I think perhaps it might be helpful,
before we go into the detail of our own operations, that 1 discuss
with you some of the questions in which, within the last hour, you
have shown a direct interest.
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The Crairmax. I am quite sure that the members of the com-
mittee will be interested in your statement along that line.

Mr. Mrrcuein, One point has garticularly impressed me. A
guestion was introduced as to what happened to the money that was
raised by virtue of these foreign loans. These loans produce dollars
to the credit of the borrower, and except as those dollars are used
in the payment of already existing debts in America, they must be
used in the purchase of American products, American goods and
services, Many of us have found a real inspiration in the fact
that in the issuance of this large volume of foreign loans we were
playing a part in the development of American trade and industry.
That is our first motive always.

We maintain brauches of our bank the world around, at the cross-
roads of commerce, always for the benefit of American manufacture
and American trade, and in our foreign security issties we look to
the same result,

" If 1 may bring this one step forward in the discussion, I have
had prepared a statement of the international payments, the balance
of the international payments of the United States for the period
from 1923 to 1930, It is very short, and if I may give it to the
committee in its few items, I would like to have their attention.

On the credit side we have, first, the excess of exports; that is,
the excess of exports over imports, which runs to a figure of $4,850,-
000,000 during this period. Interest received, $4,100,000,000.

Foreign investments in the United States, é1,7‘22,000,000.

War debt payments, which of course include miscellaneous govern-
ment transactions, $1,196,000,000,

Discounts and commissions, $746.000,000.

Freight and shipping, $586,000,000.

Miscellaneous items, $345,000,000: a total of $13,646,000,000.

The Cnamryan, What period of time?

Mr. Mitcuert. From 1928 to 1930, inclusive, Of course this figure
is small by virtue of my taking into the credit side only the excess
of exports over imports,

On the debit side we have foreign investments, $6,293,000,000.

Tourist expenditures, $4,233,000,000—

Senator Kina. You are speaking of Europe only, are you?

Mr. Mircnenn, I am speaking of the entire world.

Immigration remittances and charity, $2,193,000,000.

Ocean passenger traffic, $174,000,000; and the ba.ancing item is
gold, $453.000,000.

Now I ask you, gentlemen, what would happen if we were to re-
move the item of $6,203,000,000, covering the foreign investments?
In the balancing of the account it would have to be covered by a re-
duction of some of these items that are on the credit side. It is my
opinion that it will show itself particularly in an elimination of the
item of excess of exports, which F\as been $4,850,000,000.

Foreign investments, in other words, very largely control the vol-
ume of the export business of the United States. 'ly"he.y should have,
therefore, a sound basis of desirability to the most critically patriotic
of Americans; and the fact that the banking interests of this coun-

. try have floated foreign loans in America is something which should
have the praise rather than the criticism of any body of men.
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That is a general statement with respect to this phase of foreign
investments,

Senator Couzens. Do you mind if I interrupt you at this point?

Mr. Mrrenewn. No, sir.

Senator Couzens. Yon say we invested in foreign countries
$6,000,000,000?

Mr. Mrrenenn, Yes,

Senator Covzexs. T assume that the investment was made for the
purpose of manufacturing goods in those countries?

Mr. Mrrcuenn, T do not think, Senator, that that is a safe conclu-
ston. To some extent it has been used to increase the productivity of
other countries,

Senator Covzexs, Do vou know to what extent?

Mr. Mircueur. With respect to our loans to Germany. we have
aiways endeavored to bring them within the requirement that the
avails shall be used for productive purposes.

Senator Covzens, Yes: but what T was trving to get at was this.
You say $6.000.000,000 has been invested in foreign countries, and
1 was wondering what proportion of that mmount was used to pro-
duce goods that had heretofore been made in America.

M. Mrreuern, That T can not answer, sir.

Nenator Covzens, Would yvou say that a large proportion of the
$6.000.000000 was invested there by producers in this country to
avoid the tariff over there?

Mr. Mrrcuern, No: a very small portion of it, Senator Couzens,

Senator Covzexs, Is it not a fact that American industries have
gone to foreign countries, including Canada, Great Britain, Ger-
many, and France, to manufacture, in order to avoid having to pay
the current tariff there?

Mr. MrrcHeLn. That is quite true: yes.

Senator Cotvzexs, You do not know what percentage that is of the
$6,000,000,000¢

Mr. Mrreners, No, sir: that I can not answer from these figures,

Senator Barxrey. That does not represent onr total foreign invest-
ments; that covers the 8-yvear period from 1923 to 19307

Mr. Mrrenern, That is right. )

Senator Barkrey. And if there have been any removals of Ameri-
can industries resulting from recent tariffs, it has been since these
figures were compiled !

Mvr. MitcHELL. You are quite right, Senator.

Senator Grorae. You were asked if that $6,000,000,000 represents
mere removal of capital or loans or investments

Mr. Mrrenenn, I represents entirvely capital loaned which should
come back through our taking of foreign goods and services. 1f it
does not come back in that way, it will either stay out or come back
in the form of gold.

Senator Georer, T meant, though. did that $6,000,000,000 item rep-
resent the mere removal of an industry, for instance, from this
country into Canada?

Mr, Myrcnria, Oh, ves: now I understand yvour question,

Senator Georee, That is what T thought.

Mr, Mrrcnerr. That rvepresents capital that went into the hands
of foreigners enabling them to buy owr cotton and our copper and
our manufactured goods.
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Senator La Forrerre., Is that sum exclusive of the foreign govern-
mental obligations that have been floated in this country?

Mr, MircueLt., Nog it includes that.

Senator La Forierre. Can you tell us what proportion of the
6.000,000.000-figure you have used in foreign governmental obliga-
tions? And by that I mean to include either the central governments
or political subdivisions thereof.

Mr. MircueLL, No; I can not. I can give you the figure of our
own business from which you maybe could possibly get some inkling.

Senator La Forcerte. Of course, in so far as any portion of that is
foreign governmental obligations, those loans did not necessarily
r]esulg in any orders for American goods placed in this country, did
the

I\%r. Mitenern, Senator La Follette, as I said at the very outset.
that is the only way such moneys can be used. except as they may be
used for the payment of debts to America already existing. In other
words, they must be used for the purchase of American goods or for
the payment of debts.

Senator La, Follette. I understood Mr. Lamont to say that in
making these governmental loans it was often impossible to tell what
purpose the proceeds were to be used for; that where the loan was
made to a governmental entity it might be used for balancing the
budget or, in other words, as 1 understood it, it was lost in the econ-
omy of the governmental entity to whom the loan was extended.

Mr, Mrrcuern, Senator La Follette, I fear we are are mixing
two questions. One is the purpose of the loan. That might be
for one thing or another. but it does not affect the particular gues-
tion })f?lm\v the exchange is used. May I illustrate in an attempt to
clarify?

Senyutm- La Fourerre. If I understand you, what you mean is
that when these obligations are ultimately paid off it must be done
by either a balance of trade established in this country by the for-
cign government. or it must come in the form of gold.

Mr. MrrcHerL, No: I am sorry. Senator La Follette, that I failed
to make myself clear. Let me illustrate simply. Let us say foreign
country X causes a loan to be floated in this market, and the avails
of that loan are put on deposit with the National City Bank. That
country has dollars at that time. That country may have no need
for dollars. It may be that they are going to use that money for
the purchase of something in England or the payment of a debt in
England.  What they do then is to «ell the dollars to somebody that
wants them, and buy sterling. But that dollar credit that was
mude for them is then passed to somebody else. and it will always
stand out as a dollar crm’lit until it is used by somebody : and the only
way in which the dollar credit can be used is in the purchase of
American goods or in the payment of some debt that is already exist-
ent in America,

Do I make myselt clear? Has my illustration clarified it?

Senator Gore. I am anxious to arrvive at what Mr, Mitchell in-
cludes in his $6.,000,000.000. The Department of Commerce in its
handbook puts our total foreign loans and investments, including
those publicly and privately taken. and direct investments, at about
$15,000,000. and the amounts are about equal,  Those publicly offered
and privately taken are inthe neighborhood of %7.000.600.000, and the
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direct investments, so called, are about $7,000,000,000. Just what
do vou include in your $6,000,000,000?

Mr. MITCHELL. l) include the amount of foreign issues made dur-
ing the period from 1923 to 1930, which figures are revealed in the
report of the Department of Commerce. Those figures are drawn
from their report, sir.

Senator Suorrripoe. Floated here in America?

My, MitcrELL, Floated here in America during that period.

Senator SHorTRIDGE. By private concerns as well as Government
issnes?

Mr. MitcHELL, Yes, sir.

The Cuamrmax. That does not include all we have. does it?

Senator SHorTRIDGE. I do not understand it,

Mr. MitcHELL, Senator Smoot, of course it does not include those
issues made prior to 1928. Those that are still outstanding will add
to the amount,.

The Cuarmax. And that is about $9.000,600,0007?

Mr. MircueLL. I notice that Congressman McFadden made the
statement the other day in the House that $17.000,000,000 in pri-
vate foreign securities, including those of South America, were held
in the United States. The facts as revealed by the report of the
Department of Commerce are that there were still outstanding at the
end of 1930 $7,836.,000,000 of foreign securities. In addition to that,
of course—

Senator SHorTRIDGE. Pardon me. Foreign securities held here in
America, you mean? i

Mr. MircHeLL., Foreign securities held here in America, In addi-
tion to that, of course, there is a large amount of American eapital
directly invested abroad by American corporations.

The Cuamyax. That is what I had reference to.

Mr. MrircHeLL. That has to be added, naturally.

The Cramryax. I was going to ask you if in this $6.000,000,000
that you speak of there i= not included the amount of money that
Americans have invested in Czechoslovakia for the manufacture of
goods., It does not cover any part of that investment?

Mr. MircHeLL, It does not, It includes only those publicly issued
offerings that have been made in this country. It does not include
investment of private corporations. In addition. it does not include
about $125,000,000 for long-term capital employed by financial
institutions in exchange and what not.

Senator CoxnNacLLy. I want to see if I caught Mr. Mitchell’s an-
swer correctly when he replied to Senator La Follette,

You take the position that a foreign government makes a loan here
and gets dollars credit and that that money can then be expended for
lm{'ing American commodities in the final analysis?

Mr. MitcHerL. That is certainly so. sir.

Senator Coxxavniy. That credit is on the books of your bhank.
But suppose that government wants gold. Would you not have to
send your gold abroad? Snpg)ose they say, “ We don’t want to buy
any American goods: we don’t want to buy anything in Amerien’;
we want the gold.” Then you would have to ship it to them?

Mr. MitcHELL, Yes.

Senator Coxyarvy. Then it would not be put into the buying of
American goods or the payment of debts, would it?  They could buy
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their goods wherever they wanted to, or pay their debts wherever
they wanted to?

g:mator SuorTringe. They would buy shoes in Czechoslovakia
rather than here in America{

Mr. MitcHeLL. What is that, Senator? .

Senator Suorrrinee. In a word, they would have the right to cal
for gold, would they not?

Mr, Mrtcuern, Yes.

Senator SxortriDGE. But it is not customary for it to go abroad
in that manner?

Mr. Mrrcuenn. I do vot recall any case, Senator, where that has
been done.

Senator Barkiry, In case of country X borrowing $100,000,000
from your bank or from any other bank in this country, the object
of which ultimately was to pay somebody they owed in England,
they convert these dollars into pounds, or if they want to pay some-
body in Switzeriand they may convert them into pounds and then
convert the pounds into the circulating medium of Switzerland. and
so on, until they finally get to the fellow to whom they owe the
money. and they pay him out of this loan that they have obtained
here.” And it may be that the country into whose circulating me-
dium the money is transferred uses that to buy goods in this country
or to pay somebody in this country whom they owe, So that in that
roundabout way your original statement is practically correct, al-
though it is possible that it might be subject to modification in ease
any country demanded gold instead of the credit.

Mr. Mrrenenn, Quite so.  You never can destroy the credit being
used in that way. It must be used by somebody.

Senator Snorrripge. Much of this loun went to Czechoslovakia,
did it not?

Mr. Mircuenn, We have had several loans there,

Senator Snortripge. To develop their shoe industry there, chiefly,
which is in competition with ours?

Mr. Mrrenens, It went to the government, however.

Senator Sxortripee. Hence our tariff, and rightly.

Senator Corzexs. Are vou going ahead on the same lines of show-
ing foreign loans as Mr, Lamont did?

Mr. MrrcneLn. I have the data here.

Senator Coxnarny. Before you get off that subject: Then you
would wish to modify your first statement?

Mr. Mironrnn., Why, ves: if they take gold, it is modified to that
extent.

Senator Coxxzarny. That is what they want when they come over
here to borrow. They want gold: they do not want greenbacks. do
they?

Mr. MircHeLL. As you will clearly see, they have not taken the
gold.
® Senator Coxxarry. I know: but you said it could not be done in
any other way, and I just wanted to get the facts.

KI!‘. Mircugrn, 1 grant that it can be taken out in gold, but it is
seldom done.

Senator La Forrerre. Is it possible that if any of these credits
were used to purchase American securities of corporations in this
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country it thus wonld be an investment rather than a purchase of
goods?

Mr. Mrrcneee. It might eansily be so, yes; where there were sub-
stantial repurchases. especially in Europe, of American securities,

Senator La FoLrerre. In other words, there was a certain amount
of participation in our own stock-tmarket operations during this
period on the part of borrowers in this country?

Mr. MrrcaeLr. Probably not by the borrowers. The dollar ex-
changed may have worked around into the hands of an investor who
perhaps sold sterling and bought the dollar and that dollar bought
American securities.

Senator Cotzens. Do you discern a difference between an investor
and a speculator?

Mr. MrrcHeLL. They often change from being one to the other so
rapidly that it is quite impossible. Senator Couzens.

Senator Gore. A great many of these foreign debts payable in this
country are actually paid in gold, Mr. Mitchell, are they not, and
that is o;ne reason for the accumulation of gold in this country now,
15 1t not

Mr. MrrcaeLn. 1 would say that very few payments are made in
that way. Senator.

Senator Gore. What draws gold here, Mr. Mitchell? We hear a
ol deal about the pavment of these international balances either
in goods, the transfer of credits. or gold. We have been given to un-
derstand that the exchange of goods was not as free as it might be,
and that a good many of these obligations had actually been paid in
,'_;n‘hl. Why dees it come here if it does not come in payment of
debts?

Mr. MircneLL. The gold comes here and accumulates to make up
thi= international balance of payments, especially——-

Senator Gore. That is the point.

Mr. MrrcueL. We get balances ereated in this country because of
the confidence of the world in this country, and those are very often
converted into gold which is earrmarked and, held here; but that
dees not change the quantity. The quantity of gold comes as the
result of this international balance of payment,

Senator Gore. Paving in gold instead of goods?

Mr. Mrircngin. Yes, sir.

May I revert to Senator Conzens's inquiry as to the difference
between an investor and a speculator, beeause 1 fear that T was a little
facetious in the answer to it. 1 think T should say that where one
buy~ for the purpose of receiving interest or dividends for income
over a period. his future income to take care of his future require-
ments, he is obviously an investor. Where one buys with the idea
that what he buys is going up in price quite promptly and he is pre-
pared to sell the minute it moves up, that man is a speculator,

Senator Covzexns, But you say they change very vapidly from one
to the other!?

Mr. Mircngnn, I said that simply for this resson, Senator, that we
often find. as perhaps many of you know, that one may buy some-
thing thinking that the security will have an early rise. and when it
fails to do so. he continues to hold it and becomes an investor.

Senator Barxrey. There are n great many investors of that kind
in this country now.
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Mr. MircHELL. Yes: there are a great many.

_ Senator SnortrinGe. You have read the resolution introduced by
Senator Johnson, have you not?

Mr. Mrrenern, I have: yes, sir. :

Senator Snontringe. Have vou prepared a statement responsive to
that resolution as far as you grasp its purpose?

Mr. Mitcnern. T have.

Senator SHortringe. I suggest. Mr. Chairman, that Mr. Mitchell
be permitted to present to us his statement. and then perhaps suffer
cross-examination or further inquiry.

The Cuasmryvan. Very well.  You have an hour and 20 minutes.

Mr. Mircnerr, May T be permitted for just a moment to carry on
the figures that T was giving, beenruse I think it will round out what
I wanted to say. and it will take but a moment, sir?

The Cualrman. Very well,

Mr, Mircuern, T wanted to add that of this figure of $7.841.000.000
which the Department of Commerce estimates as the total amount
of foreign securities here, the member banks of the Federal reserve
system as of June 30, this vear, held $643.000000. Of that total.
$339,000,000, or somewhat more than hatf, was held by country banks.
banks in the central reserve cities : * vew York and Chicago held
$154.000.000, while banks in other reserve cities held $150.000.000.

As to life-insurance holdings,of foreign securities, the latest report
for 52 legal reserve companies us of December 30, 1930, shows total
foreign stocks and bonds of $581.000000, of which it is interesting
to note $517,000.000 were Canadian securities and $64.000.000 other
foreign securities.

Thus by far the greater part of the foreign issues outstanding in
this market are distribnted among individuals or institutions other
than banks and Ife-insurance companies.

How numerous the individual holders are is very difficult to esti-
mate. If we use the figures that Senator Dwight Morrow presented
in the article referred to in Mr, Lamont’s testimony, of $3.269 ax the
average holding per individual of foreign securities. and divide that
into the $7.836,000,000, we would deduce that the total number of
investors in foreign securities in this country aggregates 2,400,000,
That figure is obviously much too high.

When we look at the income-tax figures, we find that in 1930 there
were returns from 3.376.000 individuals: 2,613,000, or 77 per cont,
had incomes under $5.000, and wonld not he a very prolific field for
foreign security sules,

Porhu,{s the best figure one can get is an estimate published in
1927 by Mr. McCoy, a Government actuary of the Treasury Depart-
ment, that the number of individual holders of domestic honds at
that time amounted to 1300000, How many of those individuals
held foreign bonds is anybody’s guess.

Senator Warsn. Much less, of conrse,

My, MitcueLL, It is a guess,

Senator SHortriboe. That was in 19277

Mr. Mitenenn, Yes, Of conrse, there have been large issues of
foreign securities since then. T should say that probably the fizure
of foreign security holders in this country would probably be in
excess of a million and a half in number.

Senator Suortrinee. Individual holders?
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Mr. Mitcnews, Yes, Just one other point along this line, In
view of what I sense as perhaps a criticism of publicly issued long-
term foreign loans, I eall attention to the fact that the Federal Farm
Board. a Government body. extended in September unsecured long-
term loans to the German and Chinese nationalist governments
which financed the export of wheat. Those loans covered seven and
a half million bushels of wheat to Germany to be paid for December
31. 1934, with an interest rate of 414 per cent, and about 15.000,000
hu=hels to China to be paid for in three installments, in 1934, 1935,
and 1936. with an interest rate of 4 per cent.

Of course there can be no vital difference between the flotation of
a money loan made by American investors with which those coun-
tries could buy that wheat, and an extension by the United States
Government of credit in the from of the wheat itself.

Senator Gore. They took Chinese bonds for those, did thev not?

Senator Suorrrmai. Mr. Chairman, this resolution calls for in-
formation as to— .
whether or not any banks, banking institutions, unnmra]tiuns. or individuals
engaged in the banking business in the United States have, as representatives
or fiscal agents of any foreign governments, or otherwise, sold, floated, or
allocated in the United States securities—

And so forth. That is the information we are seeking,

Senator Reep, T think Mr, Mitchell has given us very interesting
information about the relatively small holdings of banks in these
foreign securities, .

Senator Suortringe. That may well be.

Nenator Reep. T think that is especially significant at this time.

The Cusmyan. I know it is in opposition to what the general
opinion has been, and I think it onght to be clear.

Senator SHorremG, 1 have no objeetion to that.

Senator Warsa of Massachusetts, This is all part of the general
statement that vou asked the witness to make, that he thinks will
be helpful.

The Cramyax. T think it will.

Mr. Mirenenn, I introduced this purely on the theory that from
your questioning of Mr., Lamont these figures might be of interest,
sir.

Senator Gore. Mr. Mitchell, the Farm Board took Chinese bonds
for that wheat, did they not?

Mr. Mrrcnern. I have no information as to just what they took.

Senator Gore. That is my understanding.  Your bank has not any
of those Chinese bonds?

Mr. Mirenenn, No, My point was that there is no difference be-
tween issuing Chinese bonds to our public and furnishing them with
dollar< with which they could buy the wheat and having the Govern-
ment it=elf inake them a wheat loan,

Senator Gere, Or a gift, as the easxe might be?

Mr. Mrrenenn, As it might be,

Senator Covzens, Ithink there is a distinetion there. Mr, Mitchell.

M. Mricuern, I have here, gentlenien, all of the issues handled
by the National City Co. directly as manager from 1919 to date. and
I =hall be glad to go through any part of this, if you desive me to
start and give you the details,

The Cuaryax, How many countries are there?
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Mr. Mrrcuern, I have not had this made up by countries. It is
made up chronologically by dates of issue. I can start and go
through on that basis, if desired.

The CrairMaN. You have no objection to having it all printed in
the record, have you?

Mr. MircreLn. Well, for the same reason that Mr. Lamont spoke
of—no; I see no objection to having this published in the record.

Senator Reep. What items of information does it give with regard
to each issue, Mr. Mitchell #

Mr. Mircuein, It starts out with the name of the issue, the date
it was offered, the amount of the issue. the rate of the issue, the
maturity of the issue, payments that have been made to date through
sinking funds, the cost price, the offering price. the number of dealers
that were associated with us, the number of dealers on original terms,
and the profits to them——

Senator Reen. The gross profit?

Mr. MitcuerL, The spread to them-—profit spread. we eall it.

he CHAIRMAN. Do you mean gross or net profit?

Mr. Miteugur. That is the gross spread. Then, wherever there
has been an intermediate group, the number interested therein, the
spread and the profit in each case; then the banking group, the num-
ber of dealers participating therein, the profit spread, and the
amount; then the selling group, the number of dealers interested
therein, the profit spread, and the amount. The total expenses di-
rectly charged to the issue, which would be advertising, legal expense,
telegraph, perhaps the traveling expenses of a negotintor—not the
expenses of our own organization, which in general are expenses of
our administration, clerical, statistical, and selling. Those would
be the general expenses that are directly chargeable to the syndicates,
and then there is drawn up the total net profit in the particular issue.

Then I have taken the National City Co.’s retailing of each one
of these issues, showing the participation that they had in the selling
group, the amount of profit, what part they took in the intermediate
group and in the banking gronp, and the profits there; the selling
group, and the participation in profits there. The gross profits of
the National City Co. ave then aggregated from which tllle deduc-
tions are made of the discounts and the general expense, and thus
we arrive at the net profit. Then there is shown the number of the
National C'ity Co.'s retail sales in ench ivsue. Then I have produced,
in addition to that, sheets referring to the issues of others in which
the National City Co. has participated, which cover the same in-
formation as in the caxe of the directly managed issues. Much of
this latter has been covered by Mr. Lamont already; but my sheets
show the amount of our interest, and the sales and gross profits,

Senator Warsu of Massachusetts, Can you state from that table
the total face value of the foreign sccurities that you have
merchandised ?

Senator Reep. First, the total in which you were the syndicate
managers,

Mr. Mircuern. This total runs to $1,071,955,000.

Senator Wavsit of Massachusetts. How much is outstanding?

Mr. MircnerL, There have been retired of that $222,866,000.

Senator SHorTRIDGE. GGovernment obligations, or Government and
private concerns?
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Mr. Mricuern, Government and corporate, .

Senator Troyas of Idaho, Mr, Mitchell, you are now speaking of
the operations of the National City Co.?

Mr. MitcHenn. Where they were the originators of the issue.

Senator Tromas of Idaho. Did the National City Bank handle
ixsues aside from the National City Co.. or did the National City
Co. handle all the issues?

My, Mrrenern. ‘They handled all of the issues, sir,

Senator Reen, Mr. Mitchell. necessarily yonr second talulation,
which includes other people’s offerings in which you |\mrticipxm-d,
must to some extent overlap with the figures given us by Mr, Lamont.

Mr. Mrrcurern, It does,

Senator Reep. That is, wherever you are interested in a Morgan
issue, it wounld occur in both his statement and yours. Is that right?

Mr. Mircnern. Not in the first list of which T have spoken.

Senator Reep. But in the second?

My, MircHeLL. In the second list it does,

Senator Barkrey, Mr. Mitchell, that tabulation has no relation to,
nor any information concerning. the present holders of those bouds,
does it ?

Mr. Mrrenern, No, Senator,

Senator Bakkrey. Does it show what percentage of the amount
of it your institution still holds, if any?

My, Mrrcuenn, No: but I am perfectly ready to tell you that our
institution—for instance, the National City Co., that has floated
this very large amount of bonds, having been interested in the flota-
tion outside of the first list of $3.260.000,000 of other issues--I think
we have in our portfolio at the present time ¥350.000 worth of bonds,

Senator Gore. In the National City Co. or in the National City
Baunk?

Mz, Mrrenrnn, In the National City Co,

Senator Gore, How many in the National City Bank?

Senator Reen. Mr. Chairman, T have no doubt My, Mitchell is
perfectly willing to answer this for his own company. We are get-
ting into the present-day private fortfolios of these banks, and 1
do not think we ought to ask for public answers, The present wit-
ness is perfectly willing to answer.

Senator Warsi of Massachusetts. Do you not suppose they will
show in the returns of the banks?

Senator Reen. No: only in the gross totals,

Senator Suoreriee, Mr, Mitchell, let me ask you a question,

Mr. MrrcueLn. May I correct a figure, the figure as to the present
holdings of the City Co.? Since I have already mentioned an
amount, Senator Reed, T am going to take the liberty of a correction
by saying we have $334.000 worth of foreign government bonds and
$325,000 of foreign corporate bonds—that is, at par value,

Senator Suortringe. Mr. Mitchell, let me ask you one or two
(uestions,

Have you data before you which would enable you to tell us how
many French Government bonds and how many French corporate
bonds your house has handled as manager, if that be the proper
phrase; and similarly, if so, as to German and as to English bonds?

Senator WarsH of Massachusetts, The first table shows every-
thing he has,
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Senator Suorrripce, Is that all there? ,

Mr, Mrrenern. It would have to be picked out as to countries.

Senator Suowtrimce. Have you it grouped together?

My, Mircnern, ‘The issues are listed here chronologically.

Senator SuortRInce. You have not grouped it together. then, show-
ing the French issues, the German issues, or other national issues?

Senator Rerp. We can have a clerk do that in an hour,

Senator Snowrrivce. That is what T wantel to know, if that could
he done.

Senator Reep. I ask that the twe statements produced by the
witness be put into the record at this point.

Senator Junxson. Mr. Chairman, I am not a member of this com-
mittee, and I have not the right, of course, to indulge in any objec-
tion. but it ix a perfectly «illy idea to put long statements of this
sort in the recor(‘ without the commitee or anybody knowing what
they are, and then, I presume. prevent any cross-examinaion ve-
specting them,

Senator Reep. I am not conscious. Mr. Chairman, of having
suggested that the committee should not have them, or that it
should not cross-examine, or that it should not now know every-
thing that is in them. I think it will be convenient to have the
statements appear in the record now, before we go any further with
the witness in the discussion of the statements.

Senator Jouxsox. T have uot any objection to that: but you were
predicating it originally upon the statement that certain things
the witness had volunteered ought not to be stated in his own inter-
est or in the interest of his financial institution, and I assumed from
that that you did not desire publicity concerning the particular
statements, or concerning any cross-examination upon these matters,

Senator Reep. No: not at all. It is merely the details of the
resent portfolios, which, with most institutions, are their private

usiness, and I do not think we ought to make them public, although
we ought to get the information for ourselves. But these state-
ments showing the issues they have managed and put out T think
ought to appear in the record now: and I was going, for myself,
to axk Mr. Mitchell to take up that matter and give us an analysis
of these different issues that he has managed.

The CuamryaN. I asked Mr, Mitchell to put them in the record,
Senator Johnson, in the first place.

Senator Warsa of Mussuc}msotts. Are they in the record now!?

The Cuatrman. Without objection, they will be put in the record.

(The statements referred to will appear in the appendix.)

Senator Gore. I wish to ask a question now.

A few minutes ago I propounded a question as to how many of
these bonds are now held in the portfolio of the National City Bank.
You stated the amount in the National City Co. If you have any
objection to stating the amount in the portfolio of the bank, of
course I will not insist on it. Now, Senator Reed. did your question
include that as private information for the committee? I did not
understand,

Senator Reep. Oh, ves. As soon as these statements have been
ordered printed. then I wanted to follow it up by asking Mr. Mitchell
to send to the commiittee in writing a statement showing the present
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holding of foreign bonds by the National City Co. and the National
City Bank.

Senator Warsn of Massachusetts,  In other words, you are giving
him the same protection Mr. Lamont had?

Senator Reep. Exactly.

Senator Gore. That will meet my desire,

The Cuairman, Mr. Mitchell, how long will it take you to send
thet information?

Mr, MrreneLe, Oh, I can give you that very promptly.

Senator Reen. By Monday?

The Cramyan. I should like to have that information follow this,
s0 that we will have the whole picture at once.

Senator Reep. We are not going to print it. We arve going to
print this, of course,

The CHAIRMAN, That is what I say.

Senator WawrsH of Massachusetts, What?

The CnamrmaN. The confidential information.

Mr. MitcHeLL, For the confidential information of this comnnit-
tee, I can give the information before I leave Washington,

The Cuairman, That is all right.

Senator Suortripee. Will you indulge my asking this? Then I
am quite throught,

Let me ask you this question: Has your house acted as representu-
tive or fiscal agent for any foreign government? Has it or not?

Mr., MireHerr, © Fiseal agent 7 is a very vague term., Senator.

Senator Spoxtmivce. Representative, then.  Is that as indefinite?

Mr. MrreseLL, ~ Representative ™ is not a term that would seem to
me to be a proper one. We have relations with countries that are
that close that we have done all of their financing in America,

Senator Suortripek. You have managed the disposal of certain
foreign bonds of certain foreign governments? Is that right?

Mpr. MicHELL, Yes, sir,

Senator SnorTRIDGE. All right. With a view to distributing them
out to the ultimate purchasers in America; is that right?

Mr. MrrcHELL, Yes, sir,

Senator SHorTRIDGE. What I should like to get at ix. have you
handled any for the French Government. for example—the govern-
ment as such ¢

Mr. Mrrengrn, Not for the Government directly : no, sir.

Senator Suortrivee, All right.  For corporations or municipali-
ties in France?

Mr. Mircuern, T think not. We have handled, I think, divectly,
a railroad issue. :

Senator SHorirmee. Very well. Now, what I should like to have
put into the rvecord in simple. steaight, understandable shape is,
what Government bonds or corporate honds of French issue vour
house has handled in the way you have indicated; similarly as to all
other foreign governments, so that we can have it clearly. simply
before us; for we are plain, simple men. and want to have the
matter put in simple, plain manner. That is what I want to
know. That is what this resolution calls for.

Senator Reep. Senator, I have just been looking over the state-
ment that the witness has given us, and it shows exactly that in-
formation in plain, simple. comprehensible language; but T sugwest.
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to muke it clear, that you take that list now, Mr. Mitchell, and give
us the details with regard to each French issue that appears on that
statement, if there are any.

Myr. MrtcHELL, Just the French issues?

Senator Reep, Yes; start with the French issues.

Senator SxorirIDGE. That is what I want. Then go on down.

Senator Reen. Just pick out the French issues from that state-

ment.
© Senator WarsH of Massachusetts. Would yon like to proceed
chronologically?  That would suve time,

Senator SuortrInGE. 1 was about to suggest that. If there are any
from Austria or Estonia or Belgium, go down alphabetically.

Mr. Mrrenern, I am taking them up chronologically, which is the
basis upon which this report is made.

June, 1919, Swedish Government, an issue of $25,000,000. The
rate was 6 per cent.  The issue matures in 1939, It was called for
payment and paid 102 on June 15, 1929, The cost of that issue to
us was 4614, ‘The offering price was 994—in other words. a gross
spread of 3 points.

On orviginal terms we had 12 houses with us. They took a spread
of 1 per cent,

Then a bunking group was formed, consisting of 422 dealers.
Their spread was one point and a quarter.,

Then a selling group was formed of 341 dealers, with a spread of
three-quarters of 1 per cent,

The total expenses directly chargeable against that issue were
$43.077: and the gross profit after these particular expenses incident
thereto was a total of $711,000.

The National City Co. participated in the selling group on the
original terms to the extent of $5.500,000. In the banking group it
participated to the extent of $4,570,000. In the selling group it
participated to the extont of $5.726,000,

Its total profit on the deal, after these expenses. was $111,448.25.
The nnmber of its own retail sules was 962. :
| This is the information that I can give as I go right through this
ist.

Senator Reen. The profit in that transaction nmounted to_about
2 plm' cent of the linbility incurred by your company. then? Is that
right?

Mr. Mrrenecn, Yes, Our original-terms liability was $5,500.000.
Our profit was $111,000.

I axk in conuection therewith, however, to call your attention to
the fact that we have a large organization, very far spread. the
expenses of which-—which do not enter in in my statement of ex-
penses here—run from a low of $6,000,000 to a high of $10,000,000 per
vear,

" Senator Reen, Is any of that included here?

My, MitcneLn, None of that is included.

Semntor Reep. All that has to be paid out of these profits?

)‘le'. MircHenr., That all has to be paid out of these and other
profits,

Senator Reen, Have you dedneted from these profits any salavies
of your salesmen oy any commissions taken ?

Mr. Mrrengnn. None,
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Senator Reen. Just to complete the story about that issue, what
part, if any, of that issue has been paid by the obligors?

My, Mircuerr, It bas all been paid. It was sold to the American
public at par and has all been called at 102.

Senator Couzexs, What is the next!?

Mr, MitcHeLL, The next issue was September 28, 1920, Kingdom
of Norway, $20.000000. These werve 8 per cent bonds, due in 1940,
This issue has since been called at 110, though offered to the Ameri-
can public at par.

Our purchase price of that issue was MHY4—in other words, 334
per cent spread. Five houses participated with ns on original terms
in that issue, and had a spread of three-quarters of 1 per cent. We
formed an intermediate group of houses before coming to the so-
called banking group—an intermediate group of 15 houses that took
1 per cent spread.

Our banking group in this case was large—3d29 in the banking
group. They had o spread of 214 per cent,

Then we formed a selling group. 464 houses being in that group.
They took a spread of 114 per cent,

The total expenses dirvectly charged to the issue were %19.204.
The total profit was $1,130,705.08.

T'he National City Co. had a participation on original terms in
this issue of $6.750000. They had a participation of $4£.809,000 in
the intermediate group, a participation of $2,6565.000 in the banking
group, and a participation of $2.715500 in the selling group. Our
own organization, at retail, made 1909 separate sales. Their net
rofit, after deducting  discounts  and  general  expenses,  was
$165.085.31.

The next issue was Solway et Clie. which is a Belgian company.
They are a chemical company in Belgium,

Senator Covzexs. Do we care to go inte those private corpora-
tions? I do not see what we have to do with that.

Senator Reep. It will all be in the vecord.  If the committee wants
it, we might as well go ahead.

Senator CovzeNs, Why not confine it to the foreign loans?

Senator Reep. This is a foreign company.

Senator Couzens, It is a foreign company. but it is not a foreign
government,

Senator SHorrrince, I think it would be well to confine it to the
foreign governments: and then if we want this additional informa-
tion given in detail. that can be furnished,

Senator La Forneree, The resolution ealls for information con-
cerning industrials as well.

Senator Covzens, But that is all going to be in the record,

Senator Snortrince, All right,

So’;mtm' Covzens, Why not confine it to the countries, Mr. Chair-
man

The Cuairmax, I should think it would be better to do that, be-
canse every one of them will be in the record.

Senator Covzexs. Then if we want to go back to it afterward, we
can do so.

Senator Warsi of Massachusetts. What percentage are countries
and what percentage are industrials, approximately?

92028-—31—r1 1—6
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Mr, Mircuers. I have not the loans so separated. sir,

Senator Reen, Clause C of the resolution calls for industrial loans.
Let us hear about this one.

Senator Bargrey. Of course, this will all be in the recorvd, any-
way.
f\yh'. Mrrenen. This loan to Solvay et Cie. was made October 4,
1920, The issue was $10,000,000,

Senator SHorTRIGE, What was that corporation?

Mr. Mirenent, A chemical corporation in Belgium. The loan
was $10000000,  The rate was 8 per cent. It matured in 1927, It
was called. however, in 1924 at 104, though issued at 100. The issue
was bought by us at 94, giving a total of 6 points spread.

We had six houses with us on original terms. and they took a
spread of 114 per cent,

There was no intermediate group.

Ouwr banking group consisted of 44, Their spread was 1V, per
cent,

A selling group was formed of 123 houses. Their spread was 3
per cent.

The National City Co. had a participation on original terms of
$2,000000: in the banking group a participation of $2475.0005 in
the selling group a participation of $2.304.500.

After deductions for expenses we had a profit in this deal of
$100869.50: and we ourselves made retail sales of that issue to 503
separate investors,

The next is Kingdom of Denmark, which we issued in October,
1920, The issue was one of $25000000, and carrvied 8 per cent
coupons, due in 1945, The issue was offered at par, but was called
in 1925." I can not give you the call rate on that without referring
to my papers, I can do that guite promptly. if T may,

Senator Reep. Mr. Mijchell. when you say “ the issued was called.”
you mean. of coursé, that it was called, paid. and extinguished? Is
that right?

Mr. Mirenerr. That is right, sir.

Senator Conyarvy. Mr. Chairman. it is not important us to
whether they paid 104 or 105, It has been paid.  Why should we
kill a lot of time over that?

Mr. Mirenere, It has been paid. I can not tell you the call price
on it, but it was probably at a preminm,

That issue cost us 95.  In other words, there was a 3-point spread.
There were three houses associated with us on original terms.  There
was a 1 per cent spread on original terms.

Thirty-four houses were associated with us in the banking group.
The spread there was 114 per cent,

Four hundred and seventy-two houses participated in the selling
group. and the spread was 214 per cent.

The National (‘?ity Co. participated on original terms to the amount
of $16.188,000, It participated in the banking group to the extent
of %12.000,000. It participated in the selling group to the extent
of $5,858.000. The total profit to it on this transaction, after deduct-
ing discounts and general expenses, was $416.000.

Senator Reep. How much were the expenses?

Mr. Mrircnenr, The expenses were $35,000.
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The Cramyan, Let me say to the members of the committee that
all of this i~ going to be printed in the record. Do you think it is
necessary to have all of these items read here?  You have a sample
of them now. Why not let us put the details in the record, and have
the matter complete?  We will have to refer to it anyhow if we ever
want to make a statement; and. if there is no objection on the part
of the members of the committee. I axk that that be printed in the
record without further reading.

It will be done, Mr. Mitchell.  You may proceed now with the nexs
matter.

Senator JouNsox. In any of those sales were there any losses?

Me. MitcHern, Do you mean any of these syndicates—any of ihese
particular issues?

Senator Jouxsox. Yes, sir,

Senator Snorrrince. Suffered by whom?

The Cramrman. The syndicates.

My, Mircugrn, Not in this particular list. I see two jssues where
others were managers where there was a loss,

Senator JonxsoN. Some other institution made some loss?

Mr. Mrrcuenn, Yes: they doubtless made a loss.  Other institu-
tions wonld have made a loss there if we did, without question.

Senator Snortminck, The purchasers of the bonds have made some
loss: have they!?

Mr. Mrrenicn, Just as the purchasers of American bonds have
made some loss: yes, sir,

Senator JorNsoN. You have spoken of two institutions, Mr,
Mitchell, and I am not familiar with them.  Yon say *the National
City Bank * and ¢ the National Co.""? I that right?

Mr. Mrreners, The National City Co.

Senator Jonxsoxn. Ave they affiliated institutions?

Mr. Mrrenern, The stock of the National City Co, is owned by
trustees who hold it for the beneficial interest of holders of the shares
of the National City Bank of New York.

Senator Reep. And the transfer of the stock of the bank carrvies
with it a proportionate interest in the trust?

Mr. Mircnenn, Quite so.

Senator Jorxnsox. We may say they are affiliated. at least, then?

Mr. MiteneLL. Yes, sir.,

Senator Snorrripee. But separate corporations?

Mr. MircuenL, Separate corporations: yes, sir,

Senator Gore. Mr. Chairman, in connection with the question T
asked about the amount of foreign honds held by the National City
Bank. T should like to get in the record at this point the statement
that I think this entire investigation grew out of a popular helief in
this country. or a suspicion. if you pﬁ»as(- to call it so, that a group
of New York banks commonly referred to as the international bank-
ers have to-day large holdings of foreign-government securities, and
that they are fostering an agitation to cut down, cancel, or reduce the
debts owing by the foreign governments to this Government in ovder
to enhance the value of their holdings.

I think that is why this investigation is being held; and, so far as
I am concerned. I want to put in the record an expression of my
regret that the committee will not be able to advise thp Senate or tlge
country as to whether or not that is true. I do not think anything is
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more unfortunate than to have a beliet or suspicion of that sort per-
vading the public opinion of the country if it 1 not true, particularly
if it is contrary to the facts,

The Craigman, Up to the present time, of course. nothing has
heen presented here that would show that that is true.

Senator Gore. That is true; and I think it is equally important to
the banks and to the country to have the truth known about this
matter.  What I bave in mind is this: The information will be avail-
able to the committee nnder Senator Reed's request: but T not
certain that we will be in a position to make nse of it, as it comes in
contidentially.

Senator Reen, Why can we not ask Mr. Mitchell right now
whether he is agitating or participating in any agitation for the
reduction or cancellution of the intergovernmental debts due to this
country?

Mur, Mircnerr. I am not.

Senator Reen. I think that settles it. Senator Gore,

Senator Gore. You think that settles it¢ I do not think that guite
settles it. Tt might settle it so far as Mr. Mitchell is concorued‘.
make no allegation that it is true, Senator Reed: but yon know that
that belief does prevail. It may be entirely unfounded. If it is. I
do not think the public onght to be left with any ground on which to
hase such a suspicion,

Senator SHorrripee, Mr. Mitchell, may I ask this question : Do you
regard as confidentinl the holdings of foreign bonds by American
bhanks and their several amounts? Is that the information which is
considered as confidentinl ¢ :

Mr. Mrrenewn, It would be confidential: yve<: and I think it would:
probably be unwise to have that become public property. I have no
objection te giving this committee as it sits to-day the position of
the National City Bank with regard. let us say. to German Govern-
ment bonds, T think it would perhaps be unwise to ack all of the
banks for their holdings and have that become public property.

Senator Suortripet. I fully agree with Senator Gore that it would
:w \;'i.w to disabuse the public mind as to the holdings of the several
mnks,

Senator Jonnsox., Why would it be unwise, Mr. Mitchell 2

Mr. Mirengrn, If you would permit me just to make this state-
ment : The holdings of the National City Bank of German Govern-
ment bonds to-day aggregate $1,556.000, and the holdings of the
National City Co, of German issues of every name, nature. and
description aggregate a par value of $631.000,

Senator SHortrinae, That information wonld not be hurtful to the
bank or hurtful to the holders of like bonds; would it?

My, Mitenern. No, indeed; and I am of the opinion that with re-
spect of these large banks whose portfolios are so often talked of
lightly and carelessly by the rumor-mongers. perhaps it will not do
them any harm to have some of these tﬁings known. The amount
that is held by large New York banks, for instance, is in no case
enough to influence their judgment with respect to cancellation of
debts one iota; nor is the amount that is held by them of such a size
as in any way to affect their essential liquidity or their soundness.

Senator JonnsoN. Then what is the objection to telling it?

.
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Nenator Suworrripge. That is what I want to develop. Why con-
sider it as confidential?

Senator Groree. As an illustration, what are the resources of the
National City Bank?

Mr, Mitcnirn, I think our last statement showed about one billion
eight hundred and odd million.

Senator Grorage. And your German holdings are only a million and
some? ‘

Mr, Mircuern, That is as stated.

Senator Conxarry. With reference to foreign bonds, you are like
the saloon keeper who never drank. His whiskey was made to sell,
not to drink.

Mr. Mrrcuenr, With respeet to bonds generally, we are merchants.

Senator Coxvawny. That is what T mean.

Mr, Mircuene. We are merchants.

Senator Coxyarny. And the bonds of these foreign countries are
to sell, and not to keep?

Mr. Mrrenern, Yes, sir.

Senator Gore, And the German Government, of course, owes our
Governnent nothing,

Senator JounsoN., Do I understand, then, that such objection as
has been voiced here as to the publicity of the amount of German
securities held by New York banks you do not concur in?

Mv, MrrcneLs. Obviously. T have no objection to it from our own
standpoint. I should hesitate to speak on the general subject of the
properties, I think your committee is quite able to determine that
without my assistance,

Senator Jonnsox. That is not the point.  The point is. it has been
suggested here that the matter ought to be kept secret and ought not
to be divulged becanse, I presume, of the effect that it would have
upon certain banks. I understood you first to confirm that view, hut
subsequently I took it that you reached a different conclusion,

Mr, Mircngrn. Senator Johnson, T thought that the first question
had to do with the muking public of the portfelios of banks generally.
T think that would be unfortunate.

Senator JouxsoN, Why ¢ T mean s te German seeunvities, 1 am
not speaking of anything else.  Why would it be unfortunnte ¢

Mr. Mivcuenn, T owas speaking to the question of their entire
portfolios,  With respect to their German seenrities, T do not think
it wonld be harmful: and if your committee were to conclude that
it would be helpful—which T think is a very veal problem for vou
to determine—then I can not see any objection on the part of the
banks. because, in my opinion, they have nothing to hide.

Senator Jonxsox. All right, Then I can not understand what the
object is of the diseussion,

Senator Reen. It ought to be very plain, it seems to me, Senator
Johnson, if I may say so. I think this committee ought to see the
figures firge before it decides whether it is going to make them public
or not, If it will not do any harm to make them public, then let
us make them public,

Senator Jouxson. I do not want to rest upon the statement that
the figures can do no harm, and that is the situation we are in now.
This gentleman says, and doubtless accurately, from his information,
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that there is not anything the disclosure of which publicly wounld
affect anybody,

The Cramyan. As far as his institution is concerned.

Senator Jonxsox, No: he says <o far as all banks are concerned.
If he be correct in that, then there is not any use of our pussy footing
in respect to the particular proposition as to whether the amounts
should be made public or they should be asked concerning them.

I want to be just as delicate concerning the banking situation as
anybody at this table: but when a gentleman qualified to speak. ax
Mvr. Mitchell is, says there are not any such amounts of securities as
would affect any bank at all, then we ought to know the facts.

The CuHamryax. Senator Johnson. Mr. Mitchell has already re-
ported his; so let us go on,

Senator Gore, I think the matter of German bonds is least im-
portant, because they do not owe us anything,

The Cuairmas. Then when we reach the others we can_decide.

Senator Couzens, The Senator from Oklahoma is mistaken about
Germany not owing us anything,

Senator Goke. Oh, $250,000.000 for the army of occupation; ves,
and I think we ought to remit that,

Senator Barkeey. I should like to ask Mr. Mitchell, in that con-
nection. whether any banker or any witness coming here can testity
as to the portfolio of any bank except his own.

Mr. Mitcnrrn, He can not,

Senator Barxrrey. So that in order to get that information we
would have to bring all the bankers in the country here?

Mr. Mitcnewn, That is quite true.

The Cuamryax. Proceed, Mr. Mitchell,

Mr, MitcHELL, Let me see. Where were wet

The CHamrMAaN, You may go on to another subject, because the
one we had is already settled.

Mr. Mrrcuers. The Senator ealls my attention to the fact that we
had coneluded with the issues of which the National City Co. was
manager.,

Senator Covzens, At that point, let me ask vou thix question:
You were not manager for any of the Italian loans, were you?

Mr. Mrrenenn (after a puuse). We were not: no. I take this time
for thought because there was one industrial issue that T am in-
clined to think J. P. Morgan & Co. did bring out, and that perhaps
was not on Mr. Lamont's list, and I thought we might be the ones
that bronght that ont; but it is possible that it was brought out by
another company and we participated,

Senator Couvzess. You were not the oviginal managers of any
British loans?

Mr, Mircnenk, No: we were not, Senator Couzens,

Senator Covzens, And you were not the managers of any Ger-
man loans?

Mr. Mrerengnn, Not any German Government lonns,

Senator Covzess, That is what 1 mean. So that so far as this
committee is concerned, we can snderstand that My, Lamont gave
us the testimony with respect to the bringing out of the Nalian
and British and German loans?¢

Mr. Mrrenern, That is correct.

Senator Covzexns, And Freneh loans?
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My, Mrrenern, So far as he handled them,  Of course, there were
many corporate issues,

Senator Couzexs, But I mean as to governmental loans: and you
avere not managers of any French lonns?

Mr. Mirenenn, We were not managers of any French Govern-
ment loans.

The Curaiemax. What else is there to ask this witness?

Senator JounNsoN. Huve you any short-term credits of Germany ¢

Mr. Mrrcugrn, In the National City Bank?

senator Jounson. Yes,

Mr. Mircnenn, Yes, Senator Johnson; we have.

Senator JouxsoN, In the past ~ix months, have any of vour short-
term credits been paid?

Mr. MircHenn, Oh, ves. We are having some pavments vight
along, Senator Johnson,

Senator Jonxson. Do you know the amount of short-term credits
that have been paid hy Germany in the past six months ¢

Mr. MircHeLL, 1 can not give you that with any accuracy.

Senator Jouxson, I speak in approximate figures only. I do not
expect absolute accuracy.

My, Mrrenenn, 1 am speaking now for the short-term eredits that
are under the stillhalten agreement.

Senator Snorrrinee, Government loans?

Mr, Mircngrn, Nojs I refer to that group of short-term loans that
were put under the stillhalten agreement last August.

Senator SHortribGE. Paid by the government?

Senator (EORGE, Are they industrials?

Mr, Mrrcuern, Noj they are not all industrials.,

Senator Suorrringe. What are they?

Mr. Mrrenecr, They are bank loans and short loans of varied
character maturing within a period of six wonths: and the agree-
ment was for six months, and with respect thereto all nations came
into that so-called stillhalten agreement.

Senator Couzexs. But none of them were governmental ¢

Mr, Mirenenn, Nog I think that none of them were governmental,
There are outstanding some of the Gold Discount Bank's short notes,
As of course you know, that is a governmental bunk.  They are nog
the obligation of the Reich divectly, however.

Senator Suorruipes, That is the point T want.

Senator Jonxson. That is the obligation of the Reichbank. is it
not ¢

My, Mircuenn, These particular obligations I speak of ave obliga-
tions of the Gold Dixcount Bank. ‘that is different still,

Senator Jonxsox. Can you state approximately how much of those
short-term eredits have heen paid in the last six ‘months?

Mr. Merenenn, In Ameviea, roughly, 1 think. Senator Johnson,
15 per cent.

Senator JonxsoN. Well, what ix the outstanding nmount of the
short-term credit?  Oh, just approximately. I do not a=k yvou for
aceurate figures or do not want to give you the trouble of going
throngh your detail there.

Mr. Mitcnenn, Well, between $600,000,000 and $700.000,000,

Senator JonxsoN, Between $600,000,000 and 700,000,000 ¢

Mr, Mrrcngrn, Yes, sir, ’
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Senator JouxsoN. How much of short-term credits do yon hold?

Mr. MironeLL. You understand. I had to get up this data very
rapidly. Here are the last figures I have, which. incidentally, were
as of the 1st of November. .

Mr. Chairman, here again is data that T have a feeling should be
confidential with this committee.

The Caamrmax. That is, it does not refer to your bank?

Mr. Mrrenern, If I understand correctly, the question is asked of
me at this moment as to how much our bank has in short-term
credits, coming under the stillhalten.

Senator Suortribce. What does that term mean— short ” ?

Mr. MitcHELL, Those credits are all due within a 6-month period:
some of them have become due and been renewed. They are, for the
most part, revolving credits. To the extent of, generally. I would
say, 80 per cent. they are self-liquidating in character.

Senator SHorTRIDGE, I do not know what that means.

Senator Covzens. That means bills that were due.

My, Mrrcuenn, I mean this: When a merchant in Germany ships
# lot of Christmas bulbs to this country. an X corporation here, the
importer, owes him for them, and that is represented in a bill that
is drawn for, sayv. 90 days and accepted. and we hecome holden to
collect; we are the collecting bank as it comes due. Now, when that
is paid, the mmount comes to us and the account is wiped out.

Senator Suorrrinee. That ix ealled self-liquidating

Mr. Mirenern, Yes: that is called a self-Jiguidating credit.,

Under the stillhalten agreement. however, there was a provision
that where a lender had on September 1 outstanding and in use a
line of credit to o borrower in Germany aggregating, say. $100,000,
the borrower should Le permitted for the 8-month period of the still-
halten to use the eredit to the extent of that full amount of 100,000,
regardless of any pavments on aecount in the interim.  If by puy-
ments it is reduced, let us say, to $80,000 at any time, the borrower
has the right to veplace all matured items to the extent of 20000
during this 6-month period, or even to run an overdraft in such
amount, =0 that he has available to him a credit line throughout of
$100,000. Even where covered by bills which are matured and paid
during that time, they cun be replaced. Do 1 make myself elear ?

Senator SuonrninGe. I think & understand you,

Senator JouNsox. Now, I repeat my question, and you may make
your statement to the chairman, if you cave to,

How much of short-term credits does your banking institution
hold ; German short-term credits?

Senator Covzens, Mr, Chairman, I understand the witness does
not desire to answer that, and T suggest that we give him the same
courtesy that we did to Mr. Lomont. and let him file it with the
committee,

My, Mircnenn, I would be very glad to do that.

The Cuairmax. Will that be satisfactory, Senator Johnson?

Senator JonxsoN. I aan sorry. Mr. Chairman, I did not hear it.

The Cuatkyvan. To extend the same courtesy we extended to Mr,
Lamont, to allow him to file it with the committee?

Senator Smorrripue. And it remains with the committee to deter-
mine hereafter what is to be done with the information,

The Cuamman. You ean do that, can you, Mr. Mitchell ¢
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Mr, Mircnesn, Yes; Ucan do it, and will be glad to do it; or, if
you desire me to, Mr. Chairman, I should be willing to make the
statement at this time,

The Cramman. I think we had better follow the same course we
did with Mr. Lamont.

Senator CoNNaLLy. I do not want to interrupt, Mr. Chairman, but
Mr. Lamont said he did not have the information available. I do
not want to press it. but why should we not go throngh with it now
and get the information?

The Cramyax, It will do if we get it later, will it not. Senator?

Senator CoxNarLy., Some of the Senators may want to cross-
examine Mr. Mitchell about it. T am not interested in it myself. but
Senator Johnson may want to cross-examine on it, If we are to
have it. why not have it now?

Senator Suortripar. I think theyv should all be treated alike.

Senator Coxxarvy. Mr. Lamont did not have the information
available. Mr. Mitchell has the information.

Senator Jouxson. I think vou have forgotten what Mr. Lamont
~aid,  He said his bank did not have any short-term eredit~. He
spoke of another bank. and he said he did not think it should be told
concerning that bank, That was his statement.

Senator Suoririce, He did not want to speak of the other bank.

The Cuamyan. 1T wonld like to follow the same conrse as we did
with the other witness,

Senator Jouxson. If the chairman would like to let it pass. T do
a0t want to press it. L think it is important.

Did you read Mr, Dawes's statement the other day?

Mr. Merenknn, T have read <everal statements of his, Senator
Jabnson.,

Senator Jouxsox. Did vou read his statement that Germany had
paid $260,000.000 of short-term ervedits?

Mr. Mrrcurnn. I do not remember the statement, but T think that
is about correet.

Senator Jouxsox. You think that is about correct ¢

Me. MireseLn, Yes, siv,

Senator Jounsox, We forgave Germany $246.000,000 by our mora-
torium, did we not¢

The Caamyan. That was an extension of time,

Mr, Mrrcuenn, You have delayved the payment of it,

Senator Joux=oN., Extended the payment of it: and short-term
credits that was held in banks was paid. presumably, in practically
the amount we forgave,

Mr. Merenignk. You have raised a question which, T think, it is
only fair to me to give me an opportunity to answer to a greater
length than by ves or no,

Senator Jorssox. T am very glad to give vou the opportunity to
answer it, beeause T want simply the fucts and nothing more: and
what the facts show, whether one way or the other way, i~ perfectly
satisfactory to me.

Mr. Mircuen, [ think that the words * cancellation ™ and “ prior-
ity,” which your question involves, are extremely unfortunate and
misleading. If we were to speak of the foreign debt of the United
States being something that should be eanceled and were to include
in that, all of the debt of individuals and eovporations, of every kind
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and description, we would be following a course similar to that
which we follow when, in our thinking, we talk about German debts
as one global thing. Business differentiates as to the character of
credit and the shade of merit of the borrower with respect to his
credit position.  For instance, it is just as though we were to take
the city of Washington and talked about its debt as something that
is global. It might be that the city is not paying its debts, but we
have corporations, good. bad, and indifferent, that, regardless of
what may happen to the city itself are not affected and the best of
them are going to pay their debts. We have, let us say, a little
trader down on Pennsylvanin Avenue. It may be that he has a
debt created for goods that he is putting on his shelf to-day and
is going to sell to-morrow. That is a commercial debt that is good.
It may be he has a little mortgage on his establishment. That debt
may be slow but it is probably good. We can view German debts
and business debts in that same way. Commercial debts, which
constitute the bulk of these short-termn debts, are mostly incurred in
the operation of German economy. Now, German cconomy is, if
I may use the expression, *the goose that lays the golden egg.”
That is what will produce the profits, that is what will produce
materials by which other debts of other characters can be paid.

How can we talk about priorvity? “ Priority ” was introduced in
common parlance us a word having to do with transfers, and it is
too often now. in our daily conversation, used as a word applicable
to the debt itself. T feel that it is a great mistake to view all of
these debts as global, or to attempt to treat them as global, or to
break them down into classes by some rule of priovity. Of course,
commercial debts have to go on. We have millions of dollars that
ure owed to us by Gernmns on short term that we are delighted to
have on our books, We do not want them paid. The debtor i
good and the obligation is represented by commerecial credits and
we want them to revolve. We are prepared to extend new credits
s the amounts come due, because the debtor is good.  The so-called
politicat debts, reparations, if you please, are in a ditferent category.
Whether it is desivable or undesirable that the creditor forces the
debtor to pay. is something that has to do with the political or in-
ternational situation as it may exist from time to time. That is
something vou gentlemen in Congress must determine, and you will
determine it on the basis of what ix best for the American people.
That is the only yardstick you can use in connection with this mat-
ter.  This applies to England and France and any other govern-
ment that owes money to the United States Government,  But T
have faith that in the ultimate you will do that which will mean a
continuation of the healthy economy of the countries of those debt-
ovrs, and if I am right in that faith, then these short-term com-
mereinl debts that are so much the discussion of the day arve good,
provided the debtor himself is a good rvisk,

Senator Jonxson, Is not the whole diseussion abroad to-day full
of priovity talk?

Mr, Mrrenenn, That, too often, is the discussion,  If yvou tell me
that the political debt of Germany must be paid before anyvthing
15 paid on her commercial debts, T will tell you that you have o closed
German cconomy, and it you have a closed German economy. then
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vou have a closed English, a closed French econony, and you have
u situation in America that is very nearly closed, if not closed.

Senator JorxsoN. Now I am not going to attack that subject
with you at ail, but that is exactly the position that France takes,
is it not?

Mr. Mrrcnenn, Now, Senator Johnson, should I be brought into
a discussion of that?

Senator Jouxsox. No: I do not think you should. but you
brought yourself in, if yvou will pardon me,

Mr. Mrrenenn., I bronght myself into a discussion of this because
you have attempted. in your question. to link short commercial
credits made to German industry with the question of other rep-
arations payments on which there was a moratorium given, saying
that the money

Senator Jouxsox (interposing). I have done that solely beeanse
tiermany and France have done it, and that is the subject of con-
versation abroad.

Let me ask yvou the question, and you can answer it or not. a= you
please,  Are you in favor either of scaling down the debts that are
due us from foreign governments, or in favor of a cancellution di-
rect ?

Mr. Mrvenenn, That is a question that I am prepared to leave
absolutely in the place where it belongs for its settlement. which i~
the United States Congress. 1 do not believe in cancellation. as
that word ix generally used. I believe that those debts should be
foreed in payment, or should be scaled. as seenms best in the mind-
of Congress, actnated always by what is best for the American
people,

Senator SHorTRIGE, Certainly.

Mr. Mireneen, And T am inclined to believe that here and there.
at least. it will be determined that there should be some scaling.
Where and how much is a_matter I feel T can not say. Tt will
depend on circumstances.  That is a matter that will nesd <erjons
vonsideration of the men who ave elected to determine those thing-.

Senator SuorteinGe. We scaled down, did we not, over 50 per
cent?  Now take these little countries. I think we loaned little
Latvia, on the Baltic, $5.000000. Latvia said she would pay. We
gave her a long time. Now if we stund. not unkindly. but tirmly.
relying on the legal obligation. is it not your opinion that Latvia.
which represents a high state of civilization, will pay ns?  There
i~ no necessity of sealing, or cancellation, or anything of the ~ort.

Mr. Mircners., Senator. I am a banker. and T would like to tell
vou how we figure it. Bankers figure it on the basis of what i~ best
for themselves,

Senator Suortribce. Certainly.

Mr, Mitcnrin. And very often we take n credit that perhaps we
coulid force the full payment of and adjust it in one way or another.
believing that it ix in our interest to do so: believing that we will get
more ont of it by taking some other course than by foreing the full
and complete payment of the obligation.  And T assume that in the
ultimate you are going to do just exnctly that with these interallied
debt~ to America,

m_
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Senator SHORTRIGE. I have never known any bankers to scale
down anything that T owed him. But T am on the gold basis, you
understand.

Senator HarrrsoN. May I ask a question?

Mr. Mrrenern., Certainly.

Senator Hagrison, Is it your opinion that the extension of thess
large eredits to foreign countries has in any way influenced the con-
traction of ervedit by the American bankers to the American people?

Mr, Mircnenn, At no stage, I think I might enlighten you on
that. if T can lay my hands on some figures.

Senator Gore. While he is looking for that may I say that 1 think
Mvr. Mitchell is right when he cays Germany is the goose that lavs
the golden egg. ‘The question is. who is going to get the vellow of
the ege. ‘That is the point,

Mr. Mwvcnern, If T may address myself to yvour question, Seua-
tor Harrvison, the sales of the National City Co.—and 1 think it is
only fair that T take out all those acceptances and other things than
secnritiex proper—in 1927, ont of a total of $2.068,000,000, the divect
seenrity stles that would be applicable to this question were $1.412.-
000,000, That year we sold all together $356,000,000 of foreigr wov-
ermment and foreign corporation seeurities,

Senator Harerisox, What year was that?

Mr, Myrenenn, 1927,

Now the next vear—-—

Semator Hanmisox (interposing). I mean up to date, there is some
contraction of credit, a great many people believe, in the country by
the American bankers. Have these large outstanding foreign credits
influenced that condition in this country?

Me. Mivenrrn, We have heen going through a period where ek
of contidence and fear was controlling.  'The public, skeptical of the
hanking situation as a whole, and fearful perhaps of particular
banks, have withdrawn deposits in volume, and as they have with-
drawn those deposits there has heen less money for banks to loan,
and therefore there hax been a contraction that has incensed the
public and made them more fearful, It ix one of those vicions circles,
Now, so far as the new security issues during this period are con-
cerned, there have been practieally none. -

Senator Harrisox. You mean foreign issnes?

Mr. Mrrcnsrn, Foreign or domestic,

Senator Dagxrey. Has this contraction heen any greater than it
would have been if the foreign nations did rei owe us this money ?

Me. Murenern, Only in that the Xmerican public, having bought
to the extent that they did of foreign securigios, have hocone to g
certain extent internationally minded, aml when there is trouble in
this or that part of the world they feel itz it attacks their contildence
and it plays its purt. of course, in the development of this wreat
destruetive force that puts fear in the king's seat,

The Criamsan. That applies to onr own conntry ax well a~ other
countries?

Mr, Mrrengn, Certainly, It is simply by veason of our peaple
having become to a great extent internationally minded.,

Senator Harrisox, What is about the approximate amount of for-
cign eredits outstanding; do you know ?

My, Mrvenern, Foreign evedits in this country?
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Senator Harrixox, Yes, How much Ameriean money is invested
abroad and how much at home? 1 have seen figures stating as much
as $14,000.000,000 or 15.000,000,000.

Mr. MircheLL, Now, you are taking foreign securities that ave in
this country plus foreign credits plus investments in foreign cor-
porations. T would hesitate to guess at that figure, We know that
in securities it amounts to $7.800.000,000. We know that the amount
invested by American corporations abroad is about $150.000,000, or
it ix «o estimated. T have that estimate here,

The Caamyax. It is more than that,

Mr. MrircnerL. $125.000,000.  Now, to that you have to add the
amount. that is invested by banks and financial institutions in the
exchanges and in the short-term eredits of one sort or another that
they hold covered by the stillhalten. Then you have an amount in
excess of that that is not covered by the stillhalten, because therve are
short credits that are maturing bevond the 6-month period of the

stillhalten,
The Cramyax, It is understood as between $14,000,000.000 and
R15.000,000,000.

Senator SHortRIbGE, That includes what?

The Cuamrman. Evervthing,

Senator Sportripek, Henry Ford, for instance, is building auto-
mohiles in Ireland. is he not?

Mr. Mrrcngrn, I understand that he is.  Incidentally I have here,
and you would be interested to see the Irish Free State loan. which
we managed, and which, T am glad to say. has enjoyed one of the
fine~t positions of credit in this market.

Senator Snortringe, I am glad to hear you say that. Take Ive-
land, for example, what is her outstanding government debt. if you
knew?

Mr. Mircners, It is very small.  She hesitated to borrow from
England ; <he preferred to borrow from America,

Senator Suortringe. She is quite right.

Mr. Mrrenern, Senator, Mr. Lamont said to-day that which is
quite true, that most of these government loans depend upon the
gond faith of the people of the conntry that is borrowing the money.
There is xomething more than good faith, however. There is the
character of the people: their ni;ility to work; their ability to pro-
duees their insistence upon production, It is not only good faith,
It i~ that dexirable kind of a people that we find in the German S
workman.

Senator Snorrringe. Welly you find it in other places, too?

Mr. Mitcnrern, And we find it in many other places.

Senator Snortrinee. Have you data showing the amonnt of Ivish
bonds that have been disposed of here in America?

M. Mrrcnernn, Yes: 1 have,

Senator Snorrrict. I would like to know that.

Sonater Barkery, Well, is Ireland asking for any moratorium?

Senator Jonnson. Yes: she asked England for & moratorium, and
was declined.

Senator SHorrringe. T am asking that for an interest T have, and
do not want to disclose.

Senator JonnsoN. Mr. Mitchell, did your institution flont the
Polish loan?

—
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Mr. Mrrcrewn, No, sirv: we have never had anything to do with
Poland,

Senator Jonxson, Could you tell me who did?

Mr, Mrrcnein, I think it was Dillon, Reed & Co.

Senator Jouxson, Could you state the amount of German aceept-
ances that are held in Federal reserve banks. approximately ¢

Senator Sporrrinae, Do not lose track of that question of mine,

Mr. Mircnernn, I ean not; no, Senator Johnson.

Senator Jonssox., Can you give me any idea! T do not care for
the accurate figures,

Mr. Mivenern, No: I ean’t do that. I can do a quick calculation
on it, but it would not necessarily be accurate. { After a pause.} No,
Senator, I regret that I can not tell you, because the Federal reserve
take in these bills, and they ave sold with their guarantee to foreign
governments who have deposits with the Federal reserve bank, amd
what proportion of those bills have actually been sold into the mar-
ket and got into the hands of the Federal veserve bank as against the
portfolios of the commercial banks and then what portion has been
sold by them to foreign government accounts is too much of an
enigma for me to work out. I regret that I ean not given you even
roughly the information that you ask.

Senator Howerr, Mr, Mitchell, you started to give us the total.
and you have already, but if you would repeat it—the total of the
foreign securities that ave held in this country-—seven billion eight
hundred and some-odd million,

Mr, Mirenern, That is correct, sir. .

Senator Howrre, Then you gave us the amount of money invested
in foreign corporations by Americans, $125.000,000¢

My, Mrrenern, $125.000,000,

Senator Howern, $125,000,000. Now, then. you were about to give
us approximately the amount of short-time credits.  Could you give
the total of the short-time credits ¢

Mr. Mirenern. I can not do that. I know what came in and
probably is in the stillhalten agreement. But there are other short
credits that did not mature during the 6-month period of the still-
halten. and just how much those are T do not know. Those are
figures that will come into the so-called Wiggin report when that
committee, which is now sitting in Berlin, has completed its task,

Senator Howert, Would you give us yvour opinion as to what the
short-term credits would approximate?

Senator Covzens, Probably o billion dollars.  Is that not right?

Mr. Mrrcuewn, I would not think it would be very far from that,
Senator Couzens,

Senator Howkrr. Then as I see it we would have about $8.925.000.-
000, the snm of those three items, that represents the foreign invest-
ments of Americans: ix that correct ?

Mr, Mrrenenn. You still have some items, one of which I think of
forthwith. You will bear in mind that the Federal reserve bank,
for instance, has a credit to the Reichsbank. .\ matter that is publie
knowledge.  That would not be in my figures, There still might be
some other items that would throw the figures off somewhat.

Senator Howewn, Another billion?

Mr, Mirenen, Ohy no: I do not think any such sum.,

——
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Senator Howkrnl, No such sum?

Mr. MircueLn. No.

Senator Howerr, In other words, that would be about something
over nine billion?

Senator Covzexs, How long are you going to run, Mr. Chairman?

The Cramrmax. We are throngh now,

Senator SuorrrinGe, Before we adjourn I wonld like to have my
question answered.

Mr. Mrvenenn, The Ivish Free State, Senator, borrowed from us
315000000 in December, 1927, Now the Iarger part of those bonds
have been bought back by the Ivish people. 8o that there is owned
in this conntry to-day a small amonnt, ' T were to gues< T would
say probably not more than two or three million of those bonds are
held in America now.

Senator Suorrriee. And her eredit is good ¢

Mr, Mrircenenn, 1 beg your pardon?

Senator Suorrrince. Her eredit ix good ¢

Mr, Mrrcuens, Her eredit is very excollent,

The Crammax, Mr, Mitehell, can vou be here at 10 o'clock in the
morning

Mr. Mrrenenn, I ean,

Senator Symoor. I wish you would, It may take us a little time,
though, before we want you to go on the stand, as I want to bring
the moratorium legislation up tomorrow morning. I can not tell
you how long that would be, but if it will not inconvenicnee you we
would like to have vou here at that time.

Mr. Mrrcuenn, It won't at all, Senator.

The Cuoamyman. The committee will stand adjourned until 10
o'clock to-morrow morning,

(‘Thereupon, at 5.05 p. m. Friday, December 18, 1931, an adjourn-
ment was taken until 10 o’clock a. n. the next day, Satnrday. Decem-
ber 19, 1931.)
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UNITED STATES

SATURDAY, DECEMBER 19, 1931

UNiTep STATES SENATE,
ComMmrmee oN FINANCE,
Washington, D. C.

The committee met at 10 o’clock a. m., pursuant to adjournment
on Friday, December 18, 1931, in the committee room, Capitol, Sen-
ator Reed Smoot presiding. '

Present: Senators Smoot (chairman), Watson, Reed, Shortridge,
Couzens, Thomas of Idaho, Harrison. King, George, Barkley, Con-
nally, and Gore.

Present also: Senators Johnson and Howell.

The Crairman. Mr. Mitchell. we closed last night while you were
testifying, and beginning at that point I would like very much now
if you would proceed, and we will get through as quickly as we can.

TESTIMONY OF CHARLES E. MITCHELL, CHAIRMAN NATIONAL
CITY BANK, NEW YORK, N. Y.-—Resumed

Senator Jomxsox, Mr. Mitchell, have vou these statements that
were put in the record before you there? Or do you have them,
Mr. Chairman?

Mr. Mrresewn. Senator Smoot took these last night, Senator
Johnson, and he has just handed them back to me. Last night by
telephone I asked that these statements be completed, because they
do not include the Canadian and Cuban issues, which we did not
elass in the foreign list, and I judged from the diseussion of the
committee yesterday that they would prefer to have these submitted
by conntries rather than chronologieally. If that is desired, I can
have these reshaped, and Canada and Cuba added, and have them
back here in the committee’s hands by Monday morning,

The Cuairmax. I think that would be the proper thing and the
hest way to do, and then we can have them printed as an appendix
to the report so that they will all be together.

Senator Youzson. Yes. The only reason I was speaking of them,
Mr. Chairman, was that I was going to take the lists before me and
indulge in some examination or cross-examination concerning them.
Now. I will await the convenience of Mr, Mitchell, or as the chair-
man may wish in that regard.

The Cuammax. If you are going to do it, T would like to have
Yyou do it now,

Senator Jonnsox. Yes. Let me have the papers then.
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Mr. MircuerL, These are the issues in which we were manager,
Senator Johnson [handing a sheet to Senator Johnson], and these
are the issues in which we were participants [handing another sheet
to Senator Johnson]. )

Senator Jonxson. All right, sir. Have you the total. Mr. Mitch-
ell, of the amount of profit cr remuneration that you received in
regard to these various loans? T do not mean as to specific items.
but a general total? o

Mr. Mircnern, I think that the totals are drawn off here, sir.

Senator Jonxson. Net profit? Follow me on this, if you will,

hlease,
! My, Mrrenrin, Maybe I can help vou to clarify this whole thing
in another way, Senator |[referring to a third sheet]. There are all
the German issues, South American issues. and all others simplified.
Would that help you?

Senator Jonnsox. Well, first I am reaching now the total net
profit of the issues for which you were the agent embraced in these
two pages that you have just given me, being the first of the state-
ments that have been handed to the chairman by you. I see a total
there of $13,392,502.21. Is that corvect?

Mr. Mrrcnewn, That is correct, sir.

Senator Jounso~x. That was the net profit on those particular
issues that are thus tabulated by you?

L%r. Mircuerr. That is correct; yes, sir. And represents the

rofit.

P Senator GeorGe. That is, in which the National City Co. was
manager; is that correct?

Mr. Mrrcuern. That is true.

Senator Couzens. That does not include the overhead expense?

Mr. MircaerL., That does not include the overhead expense.

Sent;tor JonxnsoN. Well, it deducts the general expense here, does
it not

Mr. MitoneLL. I explained to the committee yesterday, Senator
Johnson, that that was the general expense incident to these particu-
lar issues that could be charged to these particular issues.

Senator Jonnson. Exactly.

Mr. MircueLL. It does not cover our expense of—

Senator Jonnsox. Doing business?

Mr. MircHeLL (continuing). Our expense of doing business.

Senator JonxsoN. I realize that. 'But you have here an item of
general expense, $2,378,398.68.

Mr. MrrcneLL, That is the item that is specifically charged against
these items, and is not an item that enters into our general expense
thatt. I gave you yesterday, that is, the City Co.’s expense of op-
eration.

. Senator JounsoN. And the item of net profits, $13,392,000, is, as
its name indicates, net profits after the deduction of that expense,
$2.378,0007

Mr. Mrrgnm.n. It is the profit as best we can figure it on these
particular issues, but does not cover our general expenses of operat-
Ing our business, nor any of our sales expenses.

Senator Jouxson, All right, sir.

The Cuamrman. Those amounts should be deducted from the
$13.000,000¢ '
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Mr. Mitcnern, Well. we can not definitely allocate.

The Cramrman. Well perhaps you can not definitely allocate, but
what 1 wanted to know was: Does that cover all yvour expense in
every form?

Mr. MitcneLL. Not it does not.

The Caairman. That is what I wanted to know,

Mr. MitcHELL, No: it does not.

Senator JounsoN. Well, you do a great deal more husiness than
merely the representation of these particular issues, do you not?

Mr. MircneLyn. Quite so.

Senator JonNsoN. Why. of course,

The CHarMaN. If they did not. Senator. there would not be any
credit there at all, becanse of the fact that the expenses are more
than that.

Senator JouNsox. I realize that. But I thought it was perfectly
plain. Let us have no mistake about it. Here is a statement that
shows certain expenses connecte:l with certain bond issues or issues
of securities, and which shows certain net profits in connection with
these security issues. Now the expenses are stated here in relation to
each, and the total amount of expenses thus stated is deducted from
the gross profits, and the net profits are as stated in this particular
statement.

Mr. MircHeLL, May I amplify it to this extent, Senator? The
expenses that we show here as general expenses are such expenses
as conmsel expense on these particular issues. Expenses of telegrams
and cables that go out not only as the issue is originated, but go out
as the issue is distributed to various syndicates and groups. It
would cover the expenses of particular negotiators that were sent out
on any particular issue. Their traveling expenses. And study by
the experts in connection with any particular issue, They are the
expenses, in other words, that apply only to that particular issue,
And in that item of general expenses is not. for instance, any part
of the expense of the organization for my employment. for instance,
for the employment of those officers who are overseeing this business,
or for the expenses of our clerical organization.

Senator GEORGE. Nor taxes?

Mr. MitcueLr., Nor for the expenses of our rents nor taxes nor the
salaries of our sales organizations,

Senator Couzens. Just as yvou said, that run anywhere from
$6.000.000 to $10,000.000?

Mr. MitcHELL, Yes, sir.

Senator Grorok. In other words, that general item there goes into
your general %u'oﬁt and loss account to be further affected by all of
your business '

Mr, MrrcHELL, Yes.

Senator Georee, General business?

Mr. MircHELL, Yes.

The CHamrM AN, Just the same as with the interest on a note.

Seriator JonxsoN. Why, no: not the same as with the interest
on a note, because you do not charge up to the interest on a note
the expenses of maintaining a business,

The CHarMan, Well, the interest that is collected there is all
credited to the profits, and expense attached to that and all the
other incidetnal expenses of the bank are charged against that, as
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against the profits. What I want to do, Senator, is to find out
definitely whether the $13,000,000 here was clear profit or not.
That is all I wanted to develop. Now it is clear profit as far as
the expense conuected with the certain work required to place this
amount of loans here in the different parts of the country, or to
sell it to the different institutions. But what I wanted to find out
was this: Was the rent account, the taxes, the expenses of the
president, the expenses of the clerks included in that amount, or
its proportion ?

Senator Covzexs., The witness testified to that.

Senator Harrison. It is all very clear.

Senator Groree. He went over that fully yesterday.

Senator Jounsox. Take this specific item, Lautaro Nitrate Co.
(Ltd.). Do you recall that?

Mr. MircueLL, Yes, Senator.

Senator Jouxsonx. On that particular item I observe the ex-
penses were $181,541.16. Have you it before you, or do you wish
this statement?

Mr. Mircuent. No: I do not care for that. But I would like
to refresh my mind on the issues, If vou give me the date, I can
refer to it here.

Senator Jouxsox. June 18, 1929,

Senator Cotzens. $32,000,000.

Mr. MrrcuELL. T have the record.

Secnator Jonxsox., All right, sir. Turn if you will to the item,
“ Expense, $181,541.16.”

Mr. MrrcHeLL. Yes, sir.

Senator JounsoN. Your net profit is stated to be $809,485/

Mr. MrrcHELL, Yes.

Senator JonxsoN. Yes, sir. Can you tell me what that issue was
originally taken for and what subsefi:tently it was sold for?

Mr. Mircugrn. The cost price of that issue was 9334. The offer-
ing price was 99. On original terms there were three associates.
The spread for that group was 1 per cent. The Ci y Co. partici-

ated to the extent of $21,600,000 in the issue. There was an
intermediate group consisting of five dealers, with a spread of
1 per cent. The City Co. participation in that group was
$26,000,000. There was a_banking group of 76 dealers, having a
spread of three-fourths of 1 per cent. The participation of the
City Co. was $18,357,000. There was a.sellmgr%roug of 488 dealers.
The spread to that %roup was 214 points, e City Co. partici-
pated to the extent of $24,684,000. The sales made by the City Co.
numbered 5,032, These sales are all retail sales. There were
$1,000,000 of the bonds sold in Europe.

Do you wish me to go on to give the purposes of the loan, or any-
thing of that sort, Senator Johnson? i

Senator Jounsox. Well, not for the moment, unless you wish to.

Mr. MrroneLL. No. I merely wish to satisfy your inquiries.

Senator Jounson. First, the profit of your institution was $809,485.
That is net? .

Mr. MircHeLL. Yes, sir, . )

Senator Jomnson. The expense, $181,000. That is practically
$1,000,000 gross. I will take round numbers. It is $990,000, but

.

practically $1,000,000 gross profit.
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Mr. Mrreuewr. Yes. The gross profit before the discount that
came off was $1,059,000. There was $68,000 discount.

Senator JonxsoN, That was the profit alone of your particular
establishment ?

Mr, MitcHELL. Yes, sir. _

Senator Jomxsoy. How many others were interested and profited
by that transaction?

Mr. MircHELL, I thought I had made that clear. I can not tell
from this record how much duplication, but there were 488 dealers.
There were 76 in the bank group, 5 in the intermediate group, and
3 on original terms. There are some duplications in those items.

Senator JounsoN. Did the three that were on the original terms
make a profit commensurate with vours?

My, Mitcuenn, They made a 1 per cent spread on the amount in
which they participated.

Senator JouxsoN, Pardon me., That was not what I asked.
Whtzl\t. I asked was, Did they make a profit commensurate with your
wofit !

] Senator Covzexs, May I suggest, Mr. Mitchell, that it was in
relation to the volume. was it not?

Mr. Mrrcnern. Entirely to the volume.

Senator Covzens, If they took half as many bonds as you have,
why. they probably would make half as much profit.

Mr. MircueLL, Well, the larger profit here came through our sell-
ing organization. In other words. we had a gross profit here in the
selling of these at retail through our organization of $466,000. Now,
of course. to obtain that selling profit we had to have all of the
expense of our own selling staff, omr officers. our telegraph wires.
our overheads evervwhere, our traveling expenses, and so forth,
8o, while that appears as $466,000 as our profit in selling, out of that
has to come our entire so-called overhead. Regular expenses. Which
would include taxes and every conceivable kind of expense.

Senator JounsoN. All right. Now, what I am driving at is: I
want to find out what was the gross profit of the whole transaction
to everybody.

Mr. MrrcueLL. The gross profit to everybody would be the dif-
ference between the cost price of 9334 and 99, less the expenses
directly chargeable. and the discounts that they get.

Senator Jounson. Can you state approzimately the gross profit
to all of the houses concerned in that particular jssue?

Mr. MircreLL. T can figure it, Senator.

Senator Couzens. Mr. Mitchell. would it not roughly be 5 per cent
on $32,000,000%

Mr. MitcueLL, Yes, roughly.

Senator Couzens. About $1,500,000.

Mr. MironeLL. It is 514 per cent on $32,000,000.

Senator Couzens, Yes. '

. Mr, MircueLL, That is the gross. I am just multiplying it out
here for the benefit of the Senator. Total, $1,679,000.
boger;xztor JonnsoN, That was the gross profit accruing to every-

Mr. MrrcheLL, Accruing to everybody before any expenses of

any name or nature had been deducted.
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Senator JounsoN. Yes. Was your profit larger than that of any
of your associates?

Mr. Mrircnewr, It was larger than any of our associates. for two
reasons. One, the risk that we accepted in these intermediate svndi-
cates, and because we sold through our organization by all odds the
largest portion of the bonds.

enator JoHxsoN. Well. what are the expenses of $181.000 going
to? You rather minimize them in what you say.

Mr. MircunerL, Senator, I do not mean to minimize anything.
And expenses of lawyers I have never been able to minimize.

Senator Jouxsox. Well, you are very fortunate. Few of thein
can collect their accounts these days.

Mr. MrrcueLr. Lawyers’ expenses, study of the operations on the
ground, telegrams——

Senator Couzens. Negotiators?

Mr. MircHELL. Negotiators.

Sgnutor SHorTrIDGE. Lawyers are generally underpaid, are they
not

Mr. Mrrenern. They usually say so.

Senator JonxsoN. By the way, where is the Lautaro Nitrate
Co.. Ltd., located ?

Mr. Mircuern, That was incorporated under the English Com-
panies Acts.

Senator JouxsoN. Well, it was a British corperation?

.\lllr. MrrcHeLL., It was a British corporation. But it had to do
with——

Senator Couzens. Where are its physical operations?

Mr. Mirchers. In Chile. It has to do with nitrate.

Senator SHortRIDGE, They produce products which come into
competition with American-produced products? Doesn’t that com-
pany produce products which come into competition with American-
produced products?

Mr. MrrcueLr. Yes; it produces nitrates which are sent the world
over. It is the largest producer of natural nitrates in the world.
And Chilean nitrate has been standard the world over for—

Senator SHorTRIDGE. Yes; I know that. It has been imported
into our country extensively.

. er. MircHELL., Yes; it has been imported into our country exten-
sively,

Senator Kixe. Used by the farmers,

Senator HarrisoN. Mr. Mitchell, do you have a loan that was
made to the American I. G.?

Mr. MrrcHELL, Yes.

Senator HarrisoN. The American L-G. is a subsidiary of the
German I. (., is it not?

My, MarcHeLL, The control of the stock of the American I. G, is
-in the hands of the I. G. Farbenindustrie of Germany.

Senator Harrisox. And how much was loaned on this list to the
American 1. G.¢

Mr. Mrrcuern. I will have to look that up.

Senator HarrisoN. Well, was that money used in thiz country
or was it used in Germany ?

Mvr. MrrcHELL, It is used quite completely in this country. They
started to use it for the building of plants in this country. It is
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used in part in'two or three properties operating in this country.
In addition they have a very liquid position. Before that company
really got into operation with respect to this country the depression
started, and their liquid position has been very largely maintained
as the result thereof.

]Se?nator HarrisoN. But you do loan money to the German 1. G.
also

Mr. MizcaeLe. If I remember, we have never floated any loan for
the I. G. Farben. It is a company that we have relations with and
have had over a long period of years,

Senator Couzens. Well, why would they, the American I. G., ap-
pear on this list? They are not a foreign company.

Mr, MitcHeLn, They would not appear on this list,

Senator Couzens, No.

Mr. MircaeLL, You are quite right.

Senator HarrisoN. I understood you to say that they did appear
on this list.

Mr. MitcrELL. No.

Senator Couzens. No; he said he was mistaken.

Senator HarrisonN. I was under the impyession that this money
was loaned to the American 1. G., but perhaps used by the German
I. G. in the making of products, as suggested by Senator Shortridge,
and sold in competition with the American-manufactured products.

Mr. MrrcueLL, Senator, they may have at the present time—I
can not say with positiveness—they may have money loaned in one
way or another to I. G. Farbenindustrie of Germany subsidiaries
or direct. As I said, they are in a substantial cash position, and
they are lending their money where they can obtain substantial rates
on it.

Senator Harrisox. Well, are you in a position to have knowledge
of that fact, if money was loaned to the American I, G., say, and
then the American I. G. loaned it to the German 1. G.? If that was
done, would you know about it?

Mr. Mrrcuecn, Yes, sir; I would, beeause I happen to be a direc-
tor of the American I. G. But it is not a particularly active com-
pany. It is a holding company. It holds the securities of two or
three chemical and allied industries in America in which the I. G.
is interested. Their reports are quite complete, and T would be
glad to furnish you with a copy of their latest statement, if you
desire to see it.

Senator Harrisox. Well, now, carrying out that idea—money
loaned to Germany. Have you any knowledge of Germany within
the last two years loaning to Russia some $400,000,000%

Mr. Mircaern. Well, T do not personally have any direct knowl-
edge of specific loans, but it is common understanding that the
Germans have made advances to Russians.

Senator HarrisoN. And in all probability that was done on the
credit that they received in America?

Mr. Mrrcuern. Well, it is very difficult to trace the creditx,

Senator HarrisoN. Yes: but it had its influence, of course?

Mr. MircHeLn. Undoubtedly had some influence. Though the
amount that they have loaned I am of the impression is not large
in the light of the whole economy of Germany.
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Senator HarrisoN. I understood it was $400,000,000. I thought
perhaps you could answer that.

Mr. MrrcneLL. I can not answer that.

Senator Howert. I understood they were private loans.

Senator HarnisoNn. Well, I do not know. I have seen something
about it in the papers.

Senator HowerL., I understood they were private loans.

Senator Kine. Would you have any knowledge, Mr. Mitchell,
whether or not German industrialists had made loans to Russia
with the view of securing trade in Russia?

Mr. Mircaewn, T think, Senator, that they have made the same
character of loan, if yvou wish to call it that, that has been made
by so many of the American companies. They sold goods with
some advance payment and accepted deferred payments for the
balance. It is the common practice not only of German crmpanies
but of man{(American companies as well.

Senator Kine. Do you think that any of the loans which may
have heen made to private corporations in Germany. if any have
been made through your bank, or by Americans. in turn were loaned
to Russia by the German industrialists?

Mr. Mrrcuizn. That is a very difficult question for me to answer.
I would concede the possibilitv, in this way. Just as the General
Electric Co. in the United States has sold to Russia on terms of
part cash and part deferred payments, so the Allegemeine Elk-
tricitiit Gesellschaft. which is the General Electric Co. of Germany,
generally known as the A. E. G., which we have financed to some
extent, has made similar arrangements in Russia. Now, I can not say
that none of the money that we have loaned to the A. E. G. has not
found its way thus in one way or another into those smaller credits
to Russin. It may have.

The CuamrmMaN, Mr. Mitchell, was there anything else that you
desired to submit to the committee?

Mr. MrrcHerL, Nothing at all. T am completely at the pleasure of
the committee.

Senator Georee. Mr. Mitchell, you did not take up the second list
there yesterday. Did you cover that?

The Cramrman, I think he covered that.

Mr. MrrcreLr. The second list being the list in which we par-
ticipated ?

Senator Groree. Yes.

Mr. Mitcuern. No. I submitted it with the other list, that is all.

Senator George. The second list is the list in which the National
City Bank participated?

Mr. MircaewL. No, sir; the National City Co.

Senator Georae, The National City Co,

Mr. MircHeLL, Yes. In which the National City Co. participated
where others than the National City Co. were the managers.

Senator Georak. I see,

Mr, Mrrcuece, For instance, you will find in that list, I think,
ractically all of the loans mentiones :,» Mr. Lamont yesterday.
t will show exactly our interest in ti:rse particular loans. I will

submit it or not as the committee elects.

The Cuamrman. Well, those were all shown in the companies sub-
mitted by Mr. Lamont yesterday.
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Mr. MrrcHeLL, Yes.

The Cuamyan. That is, your interests in them were all shown in
his report ?

Mr. Mircuenn., Noj; they are not shown in his report, Senator
Smoot. He did not show in his report what the interest of any
other banking house was. This shows completely what our interest
was in each one of the Morgan issues, for instance. And what our
interest was in other issues that were managed by others,

The CHamrMAN. In other words, you are showing all of your trans-
actions in detail?

M. Mircne.on, Quite so.

Senater Barwrey. Mr. Mitchell, has there been any default on
the part of either the nations who owe money to your institution
or other banking institutions, or to the industries, or others that
vou know of, during the last vear?

Mr. Mircuenn, Are vou speaking of the Germans?

Senator Barkrry. No; I am speuking of all of the debtor nations.
But T will, for the moment, limit it t¢ Germany.

Mr. MircHELL, As to Germany no default.

Senator Barkrey. In other words, they have kept up their pay-
ments on all these private loans?

Mr. MircHeLL, Yes.

Senator BarkrLry. To what extent has there been any default—
I do not mean by default the mutual arrangements to renew an
obligation, like most of us have to do these days, outside of vou
gentlemen in New York—

Mr. MircHELL, We ask no exception.

Senator BarkrLey. Whether there has been any default, as we
understand that term, on the part of either the industries or the
Government of Europe that owe the United States money, and to
whom this moratorium will apply?

Mr. MitcHeLL. Now you are speaking of Europe?

Senator Barkiry. Yes, sir,

Mr. Mrrcurnn, We have had no defanlts from Europe.

Senator BarxrLey. You speak of “we ™. Do you mean your in-
stitntior;, or do you mean generally the banking institutions of this
countr

Mr. Mrrcuern. Well, I am speaking of our institution.  Whether
there havq been defaults on some issues with which T am not
familiar—some of these municipal or other issues—I can not say,
Senator, but with respect to our own experience, no defaults,

Senator Barkrey. This moratorium is supposed to apply for only
one year and it expires on the 30th of next June, at which time
the status quo will Le resumed unless some further action is taken,
except that this period of payment is to be spread out over ten
vears and paid with the payments under the annual contracts. Are
you able to say, or are you willing to express an opinion whether
the nations of Europe will be able to pick up and go on at that
point without further extensions from us? Or will we be faced
with the same conditions at the end of next June that we were
last June and are now?

Mr. MitonerL. Of course, I could have but an impression at best,
Senator, and my impression would be that this is a matter upon
which you, very likely, may conclude it wise, in the interest of
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America, to make some further extensions or adjustment; but, a~
I tried to make clear yesterday, it is not the kind of thing regard-
ing which I would care to express an opinion without the careful
study that you gentlemen are bound to give it.

Senator Barkrry. Of course, the rapidity and the shortness of the
space of time in which the status quo might be resumed under the
debt arrangements will depend largely on the situation in the future,
economicaﬁy, in this country and the countries of Europe.

Mr. Mitcuern, Of course, I think we have plenty of signs before
us as to the trend.

Senator Jouxsox. If you will permit me, Mr. Chairman, T will
run very hastily over these matters, . )

Senator Gore. Senator Johnson, if you will permit me to ask one
qll::?h‘t;l:(%n. Will you indicate your idea of the trend, if you do not
objec

Mr. Mircuenn, The trend is not good, Senator Gore, or so it
seems to me. We have had no political or economic happenings in
the last few months in Europe that have been particularly
encouraging,

Senator BarkLey. In other words, it would be a miracle if within
the next six months there would be a sudden change in the trend
which would lead us to hope that at the end of that time we might
not have to do this same thing over?

Mr. Mitcuery, I think I will agree with that.

Senator King. Are you through, Senator?

Senator BarkLEY. Yes.

Senator Kixe. Mr. Mitchell, have you been sufliciently in touch
with the loans that have been made and the credits extended to know
whether they are applied for the benefit of the State—I am speaking
of Germany—or whether some of those loans were used in their
military operations in strengthening the army of 100,000 soldiers,
or arming them, or building 10,000-ton battleships. or any other
naval craft?

Mr. Mitcuern, With respect to the issues that we have made. we
have been meticulous in analysis prior to the issue that those issues
were for productive purposes. And for your information, so long
as Mr. Parker Gilbert was in Berlin, a man who held to the principle
that America should not loan except for productive purposes, to the
best of my knowledge and belief we never proceeded with an issue
until we had informally talked with Mr, Parker Gilbert. if he was
available, .

Furthermore, as you doubtless know, Doctor Schact has been, as
a German, an exponent of Germany accepting loans from foreign
countries only as that money was used for productive purposes. And
so far as it was possible for us to do. we submitted to Doctor Schact.
the proposed business and acted only as we had his favorable opinion.

Now as we made these loans, we demanded regular reports from
these companies. We have men in.Germany who ave in touch with
officials of these companies, and I think I can say, without fear of
contradietion, that the moneys that we have given to German indus-
tries and have been covered by our loans to various entities, have
been used for the purposes set forth in our prospectus. L

Senator Kixg. Have you any information as to the disposition
which would be made of the several hundred million dollars which
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would be paid if there were no moratovium; the disposition which
would be made of that by Germany? That is to say. if Germany
has a moratorium under which she is freed from the payment for
one year of her obligations under the reparations. have you any
information as to the use which Germany would make, assuming she
has the money, of that money which would not go in reparations?

Mr. MitcHELL. I have no positive information on that, Senator.

Senator Kixe. Has Germany made any indication as to whether
or not she desires to use any of that money. if she has a moratorium
and if she has the money—has she indicated for what purpose she
wants to use it?

Mr. MatcHeELL, Not so far as I know.

Senator Kino, Did France make any indication with respect to
the utilization of the money if the moratorium were granted? That
is, use by Germany?

My, Mrrcaern. I am not in touch with the French Gevernment.

Senator Kixa, Then, so far as you know, it is no purpose ot the
German Government to be freed from the payment of the %400.-
001,000 or $500,000.000 to use that for military purposes?

Mr. MircHELL. I have no knowledge of that at all. Senator.

Senator Kine. Have you any information—and I concede that it
would be only a guess or prophecy—as to the effect of granting the
moratorium ; that is to say, do you think it will encourage Germany
to ask a further moratorinm? Will she in the future regard thix as
a breakdown of the wall, so that at the end of the year she will ask
for a further breaking down of the wall?

Mr. Mirchnewr, I do not know, of course, Senator.

Senator Kixa. No.

My, MircaeLr, But I think we should all recognize that possibly
there was set up by the original Dawes Commission a principle
that since has been violated by all nations, a principle that appeaﬁzd
to me then. and still appeals to me, to be a sound one. to wit. that
debts created as a result of the war should be established in such
amount ax can be paid by that nation opegating under all of the
burdens that their creditors may be operatinf under during the life
of that generation that had to do with the war. Now the Dawes
Commission established that in the most direct way that they were
permitted to, it seems to me, under the limitations that were upon
them, by =etting up 35 years as the term of payment for the railway
and industrial debentures which secured the first Dawes loan,

Now that 85-vear period became 62 yvears when the English came
here and with their laudable pride said to America, * We owe so
much, and England always pays her debts and to pay this it will
take us 62 vears,” Therefore, 62 vears became the general yardstick,
instead of 35 years. if you please, by which we measure the capacity .
to pay and the ability to transfer of these various nations.

may seem to be going a long way around, but I am stating this in
order to come back to your question directly, because my mind oper-
ates from these basic facts. Here we have in Germany to-day young
men going into the universities of Germany who were not born when
the great war started. Those young men see that not only must they
pay but their progeny, and the progeny of their progeny must pay
and go on for these generations in paying a debt for which they, as
individuals, were not responsible. They feel that they are under a



104 SALE OF FOREIGN BONDS OR SECURITIES

heavy yoke, and my iripression is that there is growing, as a result
thereof},, rebellion against the payment of the debt. I think it is
something that is readily understandable, and if you ask me if it is
my opinion that Germany will go through this entire period and
pay off the amount of debt that has been set up under these various
plans for her to pay, I can not conceive it to be possible, because I
think that it will bring rebellion.

Senator King. Then this moratorium is permitting the camel to
put its nose under the tent, and it will force itself into the tent, and
1t will result in a further demand for the complete extinguishment
of the obligation; is that your philosophy?

Mr. MircueLn. I woul(y not go so far as to say that, but all of this
leads me to the conclusion that nationally the countries involved in
this question have found a problem that is political and psychologi-
cal and that they must so consider and handle it. I do not believe
that it can be taﬂen quite on the simple base that the debt was con-
tracted, and the debt must be paid.

Senator Rekn. May I ask you at that point, Mr. Mitchell. Were
you through, Senator King?

Senator Kino. Just a moment, please, Senator Reed. I was about
to observe, Mr. Mitchell, that some—and I am not sure that I am
not in that category—would be willing to help Germany and vote
for this moratorium; but if it is merely to be a foundation u‘%on
which Germany will build a psychology or another mentality that
will demand the extinction of the debt in the future, then some of
us would hesitate to vote for this moratorium itself,

Mr. MrrcueLL. 1 am not preaching Senator, in what I am saying,
any doctrine of cancellation, I want that to be clear. I am trying
to develop a thought as to the psychology of the people that may
have a direct bearing upon this question.

Senator WarsoN. Would not that apply to every other nation
that owes us debts? Would it not apply to France and England
who owe this debt and who are to pay during the 62 years, quite as
much as to Germagy?

Myr. MrocueLL, Yes; I would say so.

Senator WarsoN. It has been currently stated that Germany has
not directly taxed herself to raise reparations but has borrowed all
the money to pay, and mostly in this country. How true is that?

Mr. MircHeLL. Germany has been under a severe tax—German
individuals and industry. T think a study will show that all of those
taxes, in return, have not been sufficient to build up and keep healthy
her economy and at the same time pay these reparations. That
would seem to be an obvious fact.

Senator WarsoN. How much has she borrowed to pay repara-
tions; have you any way of tellinﬁ?

Mr. MrrcueLt. I do not carry that figure in mind.

Senator BarkrLEy. I understand that outside of the two Dawes
and Young loans, they have not borrowed any money.

Senator Gore. I would like to ask Mr. Mitchell, if I may be per-
mitted, whether a distinction does not exist as between the two
characters of obligations: The reparations now being paid by
Germany are in the nature of a fine for an alleged war guilt; they are
punitive payments, The allied debts owing to the United States
are for money had and received and represent value that passed
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from this country to those countries. Does not that distinetion
exi=t both in law and in morals?

Mr. Mircaeie. T <hould say that it did. Senator Gore. At the
same time. I think if reparation~ were not received by those ailied
countries whe owe us. that we would have developed the same
character of thonght and argument, to wit. that these interallied
dlebts are debts which. in reality. resulted from the war.

Senator Gore. That is just the point. There is no legal and
moral identity between the two. but in a practical . way T got yvonr
point. that others. and France at least. mukes a very definite act.
her act ratifying the Mellon agreement. and made statements to
the effect that she would not pay her debts owing to the United
States unless she collected the debts owing her from Germany. T am
inclined to agree with you that there is nothing more fatuou~ than
the thought that these governments will be paving 50 years from
now. I think that is fatuous, and a dream.

Senator Corzexs. Why not let the witness testify ¢

Senator Goge. I am sorry. I apologize

Senator Reen. In the first place. Mr. Mitchell. the Dawes plan
wits 25 vears?  Was it not. 19497 A 25-year term?

My, Mrrenes. Ye-: I think <o. My rvecollection ix that,  But my
recollection is distinetly that the railway debentures and the indus-
trial debentures that were built up by the Dawes Commission to
secure any loan that might be made, were 35 years in term. The
25-year term was not one, if I recall, that was established by the
Dawex Commission.

Senator Rexp. The Dawes plan was made. however. for 25 vears,
and seeured by these debentures, and the German linbility was fixed
at that time as 25 vears. and not 35. That is the question,

Mr. Mircherr. Yes. But I am trving to get at what I vegard
as an attempt upon the part of the Dawes Commission. which
made a very exhaustive study of this situation. to set up a prin-
ciple which they were not permitted, by virtue of the limitations
which were upon them. to set forth in words, but I have always,
myself, considered that they did set that principle forthwith by
the term of the railway and industrial debentures which were devel-
oped to secure the reparations pavments of Germany.

Senator Rexp. Yes. Al right.  Now you say that there is grow-
ing up in Germany a p~ychology on the part of the younger people
which leads them to want to accept all of the benefits created by
preceding generations. without any of the obligations. That is
understandable. Yourng ple enjoy getting benefits and do not
enjoy bearing burdens. But is it not reasonable to think that the
same psychology will grow up over here that very large war debts
were created. and that this money is going to be paid by a genera-
tion of Americans that had nothing to do with this war?”~ Now. why
should the progeny of Americans who had nothing to do with the
war, the progency of Americans who were not even alive. pay this
war debt. and the progeny of the people who started it go scot
free? I confess I can not see that. Mr. Mitchell,

Mr. Mircama I grant with you. Senator Reed. that that is quite
unanswerable as an argument within itself.

Senator Reen. Then why is not the psychology that is going to
grow np in this country by refusing to cancel these debts going to he
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a complete checkmate to the psychology abroad that wants to have
these debts forgiven?

Mr. MircnELL. It is an impasse that will retavd the time of world
recovery with respect to economy and exchanges and understandings
for a long time to come.

Senator Reep. Do you not think that the repeated speeches of Mr.
Wiggin, of the Chase Bank, advocating the complete cancellation,
make the task of this Government very much harder in collecting
these eminently just debts?

Mr. Mircnern. I have not any question but that Mr. Wiggin, in
making that expression, feels that that is the only way out. flthink
that any expression of that sort mokes it more difficult for govern-
ments to sit down and view this guestion in all of its phases and
reach an answer that, in itself, is sound. That is why I say to
you. as I said yesterday, that I am not in favor of a cancellation
program. Cur institution has never taken the standpoint that we
were for cancellation.

Senator Reen. I hope it never will do that.

Senator Jouxson. I want to emphasize one fact. Why mention
Mr. Wiggin alone! Are you not aware that Mr. J. P, Moruan has
said that he believes in the cancellation of these debts?

Senator Rekn. I mentioned Mr. Wiggin alone.

Mvr. Mrrcuers, I meant the speech in which he cited it.

; Se?nntor JouxsoN. I understand. But are you aware of that
act '

Mr, MircHELL. T do not not know that I recall exactly Mr. Mor-
gan’s statements,

Senator JounsoN. All right,

Senator SuurTrRIDGE. Do you hold to the theory that future gen-
erations in a given government may rightfully repudiate the legal
obligations of an indebtedness previously incm're({)? Do vou hold
to that theory?

Mr. Mircuern, I do not.

Senator SHorTrIDGE. Well, is there any intelligent, civilized man
in the world to-day that would hold that a given government may
repudiate the debts legally incurred by their predecessors? Is there
any man who holds to that doctrine?

The Cramman. I would like Senator Johnson to proceed.

Senator JounsoN. If you will give me 15 minutes, I can conclude
with this witness.

Senator Gore. Mr. Chairman, one question.

The CrairMAN, It is 5 minutes past 11 now. Senator Johnson
can have 15 minutes.

Senator Jounson. That is all I ask.

Senator Gore. Mr. Chairman, with the consent of the Senator
from Michigan, I would like to say I ain not for cancellation. Thank

ou.

y Seunator Jou~soN. I am reading to you now and calling your
attention to certain items which are on the sheet which you filed
with this committee, sheet No. 1, in which the National City Co.
was manager. The first item I call your attention to is an item
under date of January 26, 1925, the A. E. G. (General Electric Co.
of Germany), the amount of issue was $10,000,000, and the profit
upon which, according to that sheet, is $222,236.83.
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Mr. MrrcHeLr, Yes, sir.

Senator Jouxson. That is correct ?

Mr. MircHELL. Yes, sir.

Senator Jonxsox. The next one I direct your attention to is the
Central Bank for Agriculture, Germany, October 16, 1925, in which
the issue was $25.000,000. and upon which your profit. according to
the sheet, was $354,516.58. :

Mr. Mircuern. Correct. But it is September 16.

Senator Jorxsox, You are correct. It is a “9.” September 16,
1925.

Mr. MitcHELY.. Profit, $354,516.38. .

Senator Jonssow The next one is Rhine Westphalin Electric
Power Corporation, November 12, 1925, a $10,000,000 issue, upon
which your profit was $234,521.04.

Mr. Mrrcuern, Correct.

Senator JonxsoN. The next one, if you please, is A. E, G.—Gen-
eral Electric Co., Germany—December 9, 1925, an issue of $10,000,-
000, upon which your profit was $292,231.43.

My, Mrrcuern. Correct.

Senator Joruxsox. The next one is Saxon State Mortgage Insti-
tution, January 13, 1926, an issue of $5,000,000, upon which your
profit was $150.551.16.

Mr. Mrrouerr. Correct.

Senator JorunsoN. The next one is the Ilseder Steel Corpovation,
April 29, 1926, an issue of $7.500,000, upon which vour profit waz
$225.961.96.

Mr. MitcHeLL. Correct.

Senator Jorxsox. What is the location of that particular steel
corporation?

Mr. MrrcueLr, In Germany.

Senator Jorxsox. The next is Saxon Public Works (Inc.), June
30, 11926?’ an issue of $15,000,000, upon which your profit—have you
I there

Mr. MrrcHrLL, The profit was $250,834.75,

Senator Jomnsox. Correct. Thank you. The next one is the
Saxon State Mortgage Institution—-

Mr. MrrcHELL (interposing). What is the date of that?

Senator Jonnson. November 22, 1926, an issue of $4,000,000, upon
which your profit was $108,015.96.

Mr. MircHeLL, Correct.

Senator JornsoN. Now, this is outside of Germany, but I call
Your attention to it because of our interest in copper—Chile Copper
Co., December 13, 1926, an issue of $35,000,000, upon which your
profit was $273,480.18?2

Mr. MircreLL, Correct. ‘

Senator THodas of Idaho. Senator Johnson, where was that cop-
per company located ¢

Senator Jonnson, Chile.

Mr. MrrcaELL, This is a subsidiary of the Anaconda Copper Co.,
and_this represents the only outstanding public debt of the Ana-
conda group.

. Senator Jomxsox. The next is the Central Bank for Agriculture,
Germany, July 17, 1927, an issue of $30,600,000, upon which your
profit was $223.631.92; is that correct? .
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Mr. MrrcarLL, Correct. .

Senator JounsoN. The next is Rhine Westphalia Electric Power
Corporation, August 10, 1927, an issue of $15,000,000, and the profit
was $210,788.45¢

Mr, MrrcaeLe. Correct.

Senator Jounson. The next is Saxon State Mortgage Institution,
September 8, 1927, $2,000,000, upon which your profit was $49,283.26 ¢

Mr. Mrreurein, Correct.

Senator Jonxsox. The next is Central Bank for Agriculture,
Germany, October 14, 1927, au issue of $350,000,000, upon which
vour profit was $359,279.93?

Mr. Mircuein, Correct.

Senator JorunsoN., The next one is Chile—

Mr. MircHELL (interposing). What is the date of that?

Senator Jouxsoxn. January 24, 1928. It is a refunding debt, I
assune ¢

Mr, MrrcHeLL, Yes; it is a railway refunding loan, called railway
refunding sinking fund ¢ per cent gold external bonds.

Senator JounsoN. Your profit was $547,957.637

Mr. MircHeLL. You failed to state the amount.

Senator JoaNsoN. The amount of the issue was $45,912,000. And
the profit I stated correctly, did I not?

Mr. MircueLr. Correct,

Senator JounsonN. Now, the next is Centrul Bank for Agricul-
ture, Germany, May 2, 1928. an issue of $25,000,000.

Mr. MitcueLn. That is correct.

Senator Jounson. Will you state the profit on that?

Mvr. MrzcHEeLL, Profit of $137.740.32.

Senator JounsoN. Thank you. General Electric Co. of Germany,
Ma¥ 22, 1928, an issue of $10,000,000. upon which your profit was
$187,557.38.

Mr. Mircuewn. Correct,

Senator Jouxsox, General  Electric Co., Germany, June 7,
1928——

M@r. MircHeLL (interposing). Wait a minute. Is that the same
one?

Senator JouNsoN. That is a second one. 'The first one is $10,-
000,000, and the next one is $5,000,000,

Mr, MircueLr. Let me have the date,

Senator JouNsoN. June 7, 1928,

Mr. Mrrcuern, I will have to take that from your record.

Senator Jomxson, Well, that is $3,000,000 here. It says “ See
above ” at one place, and that is the only place it says * See above,”
and it gives you a profit of $134.803.81.

Now. the next one of Rhine Westphalia Electric Power Co., Sep-
tember 26, 1928, $20,000,000, and gives you & credit of $227,745.93.

Mr. Mrrcuers. Correct.

Senator Jouxson. What is “R. W. E. Common Stock ”¢

Mr. MitcHeLl, That is the Rhine Westphalin Electric Power
Corporation.

Senator JouxsoN. Another of these Ilseder Steel Corporation is-
sues, October 81, 1928, an issue of $10,000,000, upon which there is
a profit of $117,814.89, ’
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Senator Jonnsox. That is correct. That is the Ilseder Stecl
Corporation.

Senator Jou~son. Yes., I see another Chile loan here of Sep-
tember 4, 1928. Do you remember what that was?

My, MircHeELL, September 4%

Senator JorNson. Yes.

Mr. MircueLn. $16,000,000. The profit was $170,134.62. I do
not know whether you have covered that before or not, Senator.

Senator Jounson. I do not think I did.

Mr, MircHeLL. I do not recall.,

Senator JounsoN. Another is City of Antwerp, December 10,
1928, an issue of $10,000,000, and a profit of $84,254.01.

Mr, MircHeLL, Correct.

Senator JouxsoN. And the Rhine Westphalia Electric Power
Co.. March 20, 1930, an issue of $20,000,000, and a profit of $226,582.

Mr, Mircuern. Correct.

Senator Jounson. The next one is the Republic of Chile, an issue
of $25,000,000, April 24 1930, upon which there is a prefit of
$218,071.25.

Mr. Mircuerr, Correct.

Senator Jonxsox. The next one is Saxon Public Works, July 30,
1930, an issue of $10.000.000, and a profit of $68,149.87.

Myr. MircurLL. Correct.

Senator JouNsox. The next one is Febraary 20, 1931, Rhine West-
phalia Electric Power Co.. an issne of $7.500000, with a profit of
¥8.205.

Mr. MitcHeLL. Correct.

Sen)atm' Couzexs. \re they guaranteed by the German Govern-
ment !

Mr, MircueLL. No.

Senator JoHNsoN. Were any of these loans that were loaned to
German companies. the obligations of the Government?

Mr. Mircuern, They were not.

Senator Jouxeon. They are all the obligation of the particular
corporations to whom you made the loans?

Mr. MircueLL. That is true,

Senator Jouxsox. Have you in your possession any of the circulars
or advertisements that you sent out with reference to these loans?

Mr. Mitcnern. I have here all the circulars having to do with each
and every one.

Senator Jonxsox. Will you leave, say. with the chairman certain
of the advertisements, two or three, that you sent out in regard to
the Geerman power lines?

Myr. Mrrcuenr., When you speak of advertisements, T suppose you
refer to the usual circular?

Senator Jouxsox. The usual circular that is sent out under those
circumstances.

Mr. MrrcuerL. I will be glad to.

Senator Jounsox. Two or three sorts, if you please.

Mr. MitcneLn. Very well,

Senator JounsoN. You say here, of course, in your list that cer-
tain others have participated finally in the distribution., Were those
banks to whom or to \\"'li(‘h were alloeated parts of the list?

92028--31—pT 1——8
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Mr. MircaHeLL. Those, for the most part, are dealers. They may
be banks that have distributing staffs who were distributing some
one or another of the issues.

Sg?nator JonxsoN. Did you select those dealers or those distribu-
tors?

Mr. MircHELL, Yes, sir.

Senator JouxsoN. And when you select them do you allocate to
them certain specified parts of the loans?

Mr. MircheLL, We handle them in different ways. Sometimes we
make it a participation of a set amount; sometimes, under a different

lan of syndication, we ask them how much they would like; we do
1t both ways.

Senator Jou~soN. That is, you follow one plan in which -ou allo-
cate the sum, and another in which you ask them how much they
would like?

Mr. Mircuerr. That is right.

Senator JorxsoN. Can you leave a form of letter ir which you
allocate specific sums to specific banks?

Mr. Mircrers, I have not any here.

Senator JonxsoN. Can you send one?

Mr. MrrcHerr, Decidedly.

Senator JouxsoN. I wish you would.

Senator Reep. Is that very often done by telephone, Mr, Mitchell?

Mr. Mircnert. Yes; it is very often done by telephone, but the
confirmation would be of a general tvpe.

Senator BarkLey. Where you make allocations, to what extent is
there any compulsion connected with it, or any pressure brought to
bear to force the bond house, or whatever it may be, to take the full
sum allocated ?

Mr. MrrcueLL. Therc is no pressure whatsoever. Of course, 1
heard the questioning of Mr. Lamont yesterday. My answer would
be exactly his, absolutely no compulsion. You realize, however, that
a merchant does the largest amount of business with those who can
be regarded as best customers, and it is only natural for a merchant
in securities, who is a wholesaler, to allot generally to specific dealers
who are his best and most constant customers.

The Cuatryax. You do not force him to do it?

Mr. Mrrcuern, No forcing at all.

Senator JorNsoN. You would not continue your correspondence
long if he declined to buy?

Mr. Mrrcaetr. He would not be a good customer.

Senator JorxsoN. I am hastening through in order not to delay
the committee and you, Mr. Mitchell. I refew now simply to the
sheets you furnished where you were not managers, but were a part
of a syndicate, when foreign securities were sold in this country, and
I ask you if there the amount of net profit to your house in this
second list. where you were not managers but merely a part of the
syndicate, is shown to be $11.363,501.26.

Mr. Mircnens. That is correct.

The CHARMAN. All of the reports in all the sheets, then, are cor-
rect, are they?
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My, Mrrcnern, Yes, sir. I call your attention, as I did yesterday,
that I still have to add here the Canadian and Cuban loans, which.
in making up these sheets, I did not include as foreign.

Senator Tnosas of Idaho. Mr. Mitchell, yvou have given the com-
mittee the operations over a period of yvears. What is the period of
years; do you remember?

Mr. Mrrcuern, It starts with 1919, if T recall rightly. You have
the chronology there.

Senator Jomxson. It starts with June 12, 1919, and on the other
list it began on February 18, 1919.

Senator Tioyas of Idaho. And runs to 19307

Mr. Mircuern, It runs to date.

Senator Thoyas of Idaho. And do you recall about how many
loans altogether you have made? ,

Mr. MrrcHELL, They are on the list. I have not counted them up.

Senator Tromas of Zdaho. The total amount.

Mr. MitcureLs. The total amount is stated here. I can give you
that from a sheet I have here. The issues listed here in which we
‘were the sole managers aggregate $1,171,955,000. The other list, of
syndicates in which we participated but which were managed by
others, ran to a total of &,260,407,000.

Senator THoyas of Idaho. Now, every loan listed here, furnished
the committee, shows a profit; is that correct?

Mr. MrrcurLr. Noj; I think there are one or two in the syndicates
managed by others that show red figures.

Senator TwuoMas of Idaho. Then you have really never made a
loss in the flotation of any one of these loans?

Mr. Mircners, I should say by and large that was so. We have
had, naturally-—

Senator THomas of Idaho (interposing). Is that an unusual
record for a bonding house to show or a usual record?

Mr. MircuerL. I do not think I would care to generalize on that.
) Senator Tuomas of Idaho. The public certainly made a lot of

osses. :

Mr. Mrrcuern, The public made a_great many losses, as they have
in all bonds and securities of any kind, Senator. But in this con-
nection I woud like to call your attention to the fact that the public
has also made very large profits. T have here a group of 22 issues
of foreign bonds which have been retired. These issues ran to the
aggregate of $425,000,000 lprinclpal account; they were sold to the
public for $416,015,000. In return, upon redemption, the holders
received a total of $460,550,000, or a net profit of $44,535,000, equiva-
fent to 10.705 per cent upon their original investment; and while
they held that investment, as long as those issues were outstanding,
they had a weighted average return of 7.85 per cent in current in-
terest, which was punctually received by those investors. In other
words, we must not get the idea that investors in those foreign
bond issues have universally made lusses.

Senator Tronmas of Idaho. But they are now making losses.

Mr. Mrrcnern, Just as they are with respect to domestic bonds.

Senator Tuomas of Idaho. Any greater losses?

.
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Mr. MrrcreLr, I would be glad to give you some comparisons hiere
of the shrinkages.

Senator (FeorGe. Are they greater or less, Mr. Mitchell?

Mr. Mrrengnn, By and large I would say they were less in foreign
bonds than they were on domestic bonds.” But if you care for quo-
tations, I have quotations here T will be glad to give yvou.

Senator TroMAx of Idaho. Mr. Mitchell. I do not care to tuke up
the time of the committee to go into that. T am wondering about
the policy of your bond house. Those bonds, when floated, are then
put on the exchange and have a daily quotation and market. Do
you do anything to support that market in times of distress?

Mr, Mircnenn, No: generally speaking, the practice is never to
support. Of course, many of those so-called sinking funds are what
we term market funds. In other words. the amounts payable into
the sinking fund are used for the purchase of bonds in the market at
any figure that the market offers below par or below the call price.

Senator TrHomas of Idaho. Who gets the profit made on the pur-
chase of the bond below the call price. the =inking fund or the
banking house?

Mr. Mirciern, Neither. The borrower gets that.

Senator THomas of Idaho. The borrower gets it?

Mr. Mrrcusin, The borrower gets that.

Senator Tuomas of Idaho. T did not know whether that had been
brought out clearly or not.

Senator Gore. Mr, Chairman, I wish Mr. Mitchell would print in
the record the comparative list of bonds that he mentioned a moment
ago. including a list of all defaulted bonds.

The Coamman. That has already been ordered to be printed in
the record.

Senator Goxre. The comparison between the foreign bonds and
domestic bonds?

The CHARMAN, No, not that, but the bonds which have been re-
ferred to to-day by Senator Johnson, and also others that we did
not refer to. .

Senator ('ouzeNs. Senator (fore wants the list put in the record
that Mr. Mitchell has just said he could make up, showing the com-
parison of decrease in value in domestic and foreign bonds.

Senator Gore. Yes, I would like for him to include a list of de-
faulted bonds too.

The Cuairarax. How soon could you furnish that list?

Mr. MircueLn, Well. of course, f('an give you quotations on any
particular bonds that you wanted. Bear in mind that to date you
have not asked me to give the comparizon of the prices of domestic
and foreign bonds. I will be glad to give you that.

The Ciuairvan. Yon can send it and have it here by Monday,
can you not? )

Mr. MitcHenr. Let me ask you if this will satisfy the committee.
Here is a representative list of foreign bonds; also a list of domestic
bonds, which shows the high for 1929, 1930, 1931, and the present
price. If the committee would glance at this and see if that would
satisfy, I would be glad to submit it at this time.

The Cuairman. I think that is just what the Senator is asking
for. and that will be ordered printed in the record.
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Senator Gone, That is what T wanted, and you could put in the
rlecunl later a list of defaulted bonds, Mr. Mitchell. Could you do
that ¢

Senator Kixa. Do you mean defaulted on the interest or defaulted
in any part of the payment?

Senator Gore. Either or both,

Mr. MitcHELL. Of course, this involves quite a lot of study. You
are referring now to the entire list, Senator Gore, are you, so far
as I can follow you, of foreign Londs that are in default?

Senator Gore. Yes. We can probably obtain that otherwise,

Mr. Mircuern. I would be very glad indeed to develop it for you
if T can save vou that trouble.

Senator Gore. Mr. Chairman. perhaps that is unnecessary. I see
this morning a schedunle of those bonds, and I think it ought to be
in the record. and T will consult with the chairman about printing
it in this record.

The Cnairnaan. T want to say to the Senator and members of the
committee that all of these requests that lists be put into the rccord
would be best answered by appending them to the hearing so they
will be all together. I will instruct the Public Printer to do that.

{The lists of representative domestic and foreign bond issues fur-
nisl&«_ed by Mr. Mitchell will be found at the end of this day’s pro-
ceedmg.,

Seng’(or Tromas of Idaho. Mr. Mitchell, just one other question.
You state that you think that the depreciation in domestic bonds
has been more than in foreign bonds. Do you care to answer the
question as to what your judgment will be as to the ultimate {)ayment
of the foreign bonds, as to whether the foreign bonds will have a
better chance to be 1pai(l than the domestic bonds?

Mr, Mitcrein. Noj; I would not care to make a comparison. It
would be unfair to attempt to make such a comparison.

Senator THoMAs of Idaho. T wondered what your judgment was,

Senator JounsoN. Can you tell whether any members of the Fed-
eral reserve hanks have any of these securities that we have read
off that were included in your list ; foreign?

Mr, MitcaELL. You mean member banks?

Senator Jounsox. Yes, sir.

Mr. MrrcueLL, Oh, yes; of course they have. They have many.
Of course, the Federal reserve banks therselves have tione.

Senator JounsoN., I mean member banks.

Mr. MrrcaeLL, Member banks?

Senator JonNsoN. Yes, sir, There are about 8,000 member banks

Mr. MircrELL. I think so.

Senator JomnsoN. How many that are not members?

Mr. Mrrcuern. I can not recall, but I should say there are per-
haps—-

nator KiNa. You have stated that.

Senator JounsoN. There are about, I think, 20,000 nonmembers,
but I am not clear on that.

Mr. MironeLr, The figure has escaped me for the moment,

Senator JouxsoN. But many of the banks that are members of
the Federal reserve have the securities that are in your list that.
have been submitted here? .



114 SALE OF FOREIGN BONDS OR SECURITIES

Mr. MitcueLL. Most decidedly.

Senator George. Mr. Mitchell, I was about to ask vou the same
weneral question that had about the same purport. Take, for in-
stance, the first issue of bonds there, the National City Co.; I believe
it is the Swedish Government.

Mr. Mircaew. Yes.

Senator Georee. The banking group here is listed under No. 4222

Mr. Mircrerr. No. That means that the number of dealers——

Senator Georae. Yes; exactly.

Mr. Mircuers, Participating in the banking group were 422,

Senator Georee. Were they banks of deposit, any of them?

Mr. Mrrcueir, There would be, zyes; a number of banks of deposit..

Senator George. In that group

Mr, MitcneLL. Yes.

The CrarmaN. If there are no other questions, Mr. Mitchell, you
may be excused.

I would like to have the committee now take up Joint Resolution 88.

Senator Reep. We better go into executive session.

Senator CoNnarry. Mr. Chairman, may I ask the witness one:

question, very briefly?

The CHAIRMAN, %es.

Senator CoNNaLLY. Mr. Mitchell, has your company handled any
Cuban Sugar bonds?

Mr. Mircaern. Yes, Senator.

Senator CoNnaLLy. Are any of those bonds now in default that
you know of ¢

Mr. MitcuerL, Yes; the Cuban-Dominican sugar bonds went into.

default, and there has been a reorganization.

Senator ConnNarLy. Were those sold out over the country in the
same method that you pursued with reference to these other issues?

My, MiTcHELL, Same way: yes.

Senator ConnNaLLy. Banks oand others?

Mr. MrrcHeLL, Yes.

Senator ConyarLy. How long have they been in default, do you
remember?

Mr. MitcHELL, My recollection would be that they went into de-

fault in the early spring. 'There has now been a reorganization,.

which I think has been completed.

Senator ConnNarLLy. Well, is that covered in the list that you have:

submitted ?

Mr., MircHeLL, Yes. It will be. You see, I have omitted Cuba
and Canada, but they will appear.

Senator CoxnaLLy. They will appear?

Mr. MircHELL, Yes, sir.

Senator Couzens. Is this in executive session?

The Cuairman. It will be just as soon as we are ready.

(Thereupon. at 11.35 o’clock a. m., the committee proceeded to:

executive session.)
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DOMESTIC BONDS

115

High
Security - meprm e o~ Present
1920 © 1030 | 1031
1 i
]
American Rolling M |lls 4348, 1933, e 101 . 97 69
Alleghany Corporat on 5's, 1944, 105 ! ansl 28
Alleghany Corporation 5 s. 1049, 10414 8513 3
Alleghany Corporalion 5's, 1950. .eos 003, 85 15
American & Foreign "m\ er deb. 5's. 2030,.. 003 86 3
Associated Gas & Elect. fc conv. 414's 1949, 87 3 33
Associated Gas & Electric eon\ 5 s, 1850... 88141 8084 37
Baltimore & Ohio conv. 434’ 1860......... 104%, 9833 34
Canadian Pacific coll. 4Y4's, 1060 100 100 60
Central of Geo=gia Ry. ref. and ge n. 105'4 100 623;2
C ake Corporation coll. §'s, 1947 101841 100%
Chicago & Eastern Illinois 5's, 1951......... ¥4 50 7%
C Milwaukee, St. Paul & Pacific mo oy, 78 25
Chicago, Mﬂwaukee, St. Paul & Pacific ad) 5'8, 2000. 7814 35 634
Chicago & North Western first and ref. 416's, 2037... 100‘.‘ 96 25
O & North Western conv, 4%'s. 04 ...... 103 03 b3
Chicago, Rock Island & Pacific sec. 414's, 1052. ........ 8 95! 3534
Chicago, Rock Island & Pacific comenlble 1%’5, 1960. 10135 92 25
Chile Copper Co. 58, 1997 . - ceeeemeceeannsnannnnns o8ds 058 5018
Central States P‘lectrlc 5's, 1048. ... 84 71 30
Cities Service Co. convert{ble 5's, 1050. .. 128 sl 42
Denver & Rlo Grande rel. nnd imp, §'s, 1978 95 85 | 3214
Erie R. R. ref. and imp. 5's, 1867... . 98 9774 sdle 27
Florila E.st Coast 5's, 1971... 80 8115, .104 5
General 'rhemre Equip. ﬂs. 19 . 1oo%l IR 71
QGoodrich Co, E. F., 6" 79 76 34
(ireat Vonh‘m Ry. gen. 4%8 1 10115 93¢ 5918
Gulf States Steel 5<'s, 1942. 10035 00 :  26ig
{udson Coal 58, 1962............ 73 [ 6 31
nter Match convertible &', 1041 ... 1o 11T L 100 @ 47
nternational Match comertible 58, 1047 . i 063 102 mgﬁ 43
nternational Paper ref. 6’8, 1055, 95bsl 4 ' 69% 30
mernatuonal 'elephone 414's, 1852. .... 99 8415 3887
nternatf elephone 5's, 1955.._.... vl 90l 4014
Middle West Utilities, conv. §'s, 1033.. 0l o0k 42
Middle West Utilitles, conv. 5's, 1034. . 99ls 013 ay
Middle West Utilities, conv. 5's, 1935. . 0915 9744 46
Paramount Famous Lasky 6's, 1047. . 108 97 40
’m'amount Puhlix 5i4's, 1950 947 R0% 36%
Pan American Petroleum of Caiifornia 6 Ry 718 ) 1514
’hnls delphia & eading (.o.\l & Iron 6's, 1948. 1y @ 83 . 3K
’hil ar 3 Potrolvum 514"8,1939....._... a7y 92y 503
elegraph & G Ble (‘o. 5's, 10%3. 9 | en; TMI& 25
lpm ngton Rand 514's, 1947 _........ . 99 01 . 91 341
St. Louis & San anclsco 414’3, 1978... ... e 9184 a5y KA 1615
St. Lout! Eouth\\estern Fim term. 5s. 1952, e 1015 102 . 973 15
Seaboard Alr Line ref 1059... ....... ieeeee 634 0%, 2013 3
Seaboard Mr Line @’ 045 e reeeeceteceiaacctcceacnecaoneas 85 9. 2 3
oard A F]()-'ida 6’5. 1935, - .. . .. 81 2 1214 124
.skell)' Ol Co, 5388, 1838 ... .. booaesy 84 4R
abash R. R, ref. i/i'#, 1978 W63y 074 10
\\:ahnsh R.R. &'s, 1 10215 0614 9
Wabash R. R, 55, 1980 10235 10
Warner Bros, Piet 5 ns‘a‘ 414 29
Waldorf Asturla Hotcl 7's, 1954, 1034 78 184
Warren Bros. conv., 6's, 1841, 91 39
Western Union 'l‘elegraph &'s, 195)... 1 1060, 10423 6214
Western Union Telegraph 5's, 1960. . .. . S Insly 10424 )]
\oungcmwnqheetdTuhe.‘:‘s. VORI I sy 103 7
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Representative lst of foreign bond issnes

: ]
Approxlmute 1 i 1630 D
0C.
Tssue “'2{’,.‘}{},':;“""‘ high | high 16,1631
U, R SO U
i .

Austrian 7's, lm-nm e eeeenees anneeieneean! $10,506,000 1 105 | 108 | 80

Belgian 7's, 1025-1055_ ... . SN0, 10| st &7

Denmark 68, 1922-1042. .. : L2l 30,000,000 ' 10436 1m 66
Finland 534's, 10281958, ... o I idemo0 ;w2 3814
Franch 7’s, 1024-1049. ... ... 74,741,000 113% m 173
°eris-Lyonl 1ed Rt. @'s, 1922-1 k ,958.1an 102 l;gl 115
German 7’s, 1024~ 1,960,000 | 108 4835
JBunn 6's, m—xm ........... 14,512,000 | 92 151%

Dutch East Indles 65, 1922-104 3%, 367,000 | 1040, nos%, il

CIarman Central Bank for Agricu 380, ! 8% 90 . 30
Japanese 634's, 19241054 ..._.. 134,382,000 ! 163 | 108%! €333
Chile 6's, 1926-1960. . o 40,440,000 | 04 obs 13,
Argentine O'a, 1623-1957. . Lo . 36,646,000 101 9% 44},
lan 434's, 1028-1056. ... ... ... _.... Go49,738,000 | seyl  Ridg 42l

Ttaly 7's; 102821851 - . ' 91,373,000 97% 101 3
aril 6'9, 10271080, ...~ ... ... .. ... | 48,585,000 | 84 | ey

Brazil 61¢'s, 1026-1057 . 96, 921, 000 g 88l 15
ungary 74§'s, 1024~1944. . L0 TTTIT LTI tonedson ! 1015 10835 33k

:




SALE OF FOREIGN BONDS OR SECURITIES IN THE
UNITED STATES

MONDAY, DECEMBER 21, 1831

Ux~1Tep STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met at 10 o'clock a. m., pursuant to adjourniment on
Saturday, December 19, 1931, in the committee hearing room in the
Senate Office Building, Senator Reed Smoot presiding.

Present: Senators Smoot (chairman), Watson, Reed, Shortridge
Couzens, Bingham, La Follette, Jones, Harrison, George, Walsh of
Massachusetts, Barkley, Connally, Gore, and Costigan.

Present also: Senators Johnson and Brookhart.

The CHAIRMAN. The committee will come to order, and we will
proceed with the hearing.

Mr, Kahn, will you be sworn, please?

TESTIMONY OF OTTO H. KAHN, MEMBER OF THE BANKING HOUSE
OF KUHN, LOEB & C0., NEW YORK, N. Y.

i'l‘he witness was duly sworn by the chairman.)
The Caamyan. Mr. Kahn, have you read the resolution authoviz-
ing the investigation?

Mr. KanN. Yes, Senator; I have,

Senator Jouxson. For the purposes of the record, will you state
just exactly what house you represent, and whether it is a corporation
or a copartnership?

Mr. Kaun. I am a member of the house of Kuhn, Loeb & Co.,
which is an unlimited copartnership.

Senator JounsoN. In business wllxere?

Mr. Kau~. In business in New York.

) b:!enator Jonxson, And the character of its business, if you please,
sir

My, Kaux. The character of the business is primarily wholesale
investment banking.

Senator JounsoN. Pardon me, Mr. Chairman. How long has it
been in business there if you please?

Mr. Kann. About 60 years. !

The Crairman. Have you a statement of the foreign loans that
vou have made within the last few years?

Mr. Kann. Yes, sir; I have such a statement. Owing to the short-
ness of the notice given, it is not exactly in the shape in which I
would like to file it with the committee, but it contains all essential
facts, and I am in position from it to give you all the facts
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you might wish to inquire into, but I should like the permission
of the committee to get it in a little more presentable shape and have
it checked before it is placed on the records of the committee. I ask
that permission merely owing to the fact that my notice was so short.
1 only heard Saturday forenoon, when the office was about to close,
that fwas wanted here on ,Momiay.

The Cuairman. Will you take up each loan and tell the com-
mittee the amount of the loan, the rate of interest, and any other
information that you have in relation to the same? And 1 would
like to have you follow it up with each of the loans that your com-
pany has made.

r. Kaux. The first loan is a Swedish Government loan amount-
ing to $25,000.000, made on the 11th of June, 1919. I should like to
say, with respect to that, that quite possibly the same loan was
mentioned by Mr. Mitchell, of the National City Bank, as being
among his loans. Amongst the loans which I am ﬁoing to read
there are three as to which we really joined with other houses, but we
were the managing issuing house, and that is why they appear in
this list, although 1t is quite possible that those particular three loans
which I shall designate may also have appeared in the list of Mr.
Mitchell or may appear in the list of the Guaranty Trust Co., thus
constituting an apparent duplication.

This particular loan was $25,000,000. The price paid to the Gov-
ernment was 9615, The issue price was 9915. The purpose of the
issue was the purchase of commodities in the United States.

Is that all you wish me to say on each issue?

The Cuamryan. Yes; at this time,

Senator Jou~sox. In order to shorten the examination, may I ask
you just what profit your establishment made out of that loan?

Mr. Kanx. Yes; the originating group—and I believe my prede-
ce~sors have explained what the term “ originating group ” means; it
meuns the originating banker or leader of the issuing group, the
manager of the issuing group, and the house that is primarily
responsible toward the Government with which this particular trans-
action is made——

Senator Jouvsox. Your house was the originator?

Mr. Kanx. Our house was the originator, the leader of this par-
ticular issuing group, and, as I said, primarily responsible both in
dealing with the Government and in having the vesponsibility for this
loan in case we should not be successful in forming an underwriting
group, and in case the underwriting group should not have succeede
in forming the distributing group. As you know, there is usually a
tripartite affair: First, the originating, issuing, and managing
banker who frequently associates other bankers with him; secondly,
the unlerwriting group; and. third, the distributing group.
| Sen;ntor Jon~sox. In this instance you were the primary issuing
louse

Mr. Kanx. We were the primary i~suing house. The compensa-
tion of the originating associates was 1 per cent.

Senator Jorxsox. That is, there was a profit of 1 per cent to the
primali}(' issuing house?

Mr. KannN, Yes, sir,

Senator JouxsoN. And that was Kuhn, Loeb & Co.?

Mr. Kaux, That was for Kuhn, Loeb & Co. and associates,
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Senator JonxsoN. What associates?

Mr. Kan~. There were several other houses associated with us.
‘The National City Bank was principally associated with us; there
was quite a long list of coissuers, but the leading associates were
Kuhn, Loeb & Co. and National City Co., followed by the First
National Bank. the Guaranty Trust Co., and a number of others.

Senator JonxsoN, They were the primary distributers, then. of
‘this particular loan?

Mr. Kanx. They were primiry underwriters.

Senator JorinsoN. I thought vou said that your establishment was
the first or primary house in dealing with the issue.

Mr. Kanx. We and, in this instance, the National City Co.

Senator JonNsoN. You and the National City Bank dealing with
the particular loan, then, then transfer or take into partnership, how-
-ever you wish to designate it, a larger group?

Mr. Kaux. Yes, Senator.

Senator JonnsoN. You and the National City Bank, being the pri-
‘mary individuals dealing with the loan, received 1 per cent?

Mr. Kany. Yes.

Senator JoHNsoN, Then when you formed your first syndicate,
if it may be so termed, at what price were the bonds given to them?

Mr. Kanx. One per cent advance,

‘Senatbr JonnsoN. What was it that you took them at?

Mr. Kaun. We took them at 9615 and we passed them on to the
underwriting group at 974,

I should like to make plain, Senator, if I may, that the function
of the originating house is not merely that of managing a syndicate,
but it actually does stand in the breach as toward the government
-or corporation with which it deals until it has succeeded in forming
an underwriting syndicate; the reason for that being that a corpora-
tion or a foreign government when wishing to place a loan here can
not afford to say. “ Will you try to form a syndicate? ” They must
be assured that the loan they are negotiating to place is actuall
taken, because if it were not their credit would be greatly affected.
If they failed, if they had to go from one to another and did not
succeed in one case and tried it in another case, it would be highly
detrimental to their credit. They must be sure when dealing with a
banking house that in the first instance the loan which they wish to
place is actually and responsibly contracted for, as far as they are
concerned, without waiting for distributing groups to be formed.

Senator JouxsoN. Do you guarantee that in the first instance?

Mr. Kanx. Yes.

Senator JorxsoN. Suppose you were unable to place it?

Mr. Kaux. Then we are stuck.

Senator Jonxsox. You are stuck for the loan?

Mr, Kanx. Yes,

Senator Jorxsox. So vou started in this instance with a $25,000.-
000 loan at 9614, vou and the National City Bank?

Mr, Kanxy. Yes.

Senator Jorssox. Yon received 1 per cent. you and the National
City Bank. first?

Mr. Kauxn, Yes.

Senator Barxrey. Is that 1 per cent the net profit, or out of that
is there anything to be taken?
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Mr. Kanun. Out of the 1 per cent ordinarily there is nothing to be
taken but our overhead, our natural and actual expenses. Sometimes
in rather rare cases expenses are incurred on the foreign side which
must be taken out, in instances where you engage a lawyer or other
intermediary to help along in the negotiations.

Senator BarkLey. In that case can you give the actual net profit
in dollars to these two banks?

Mr. Kan~. In this case T have not got the actual percentuge of
Kuhn, Loeb & Co.'s interest as compared with the National City
Bank’s interest, but between us the actual profit would be $250.000,

Senator Jonxsox. That is, on the 1 per cent?

Mr. Kann, Yes,

Senator Bixemay. You sold the issue to the underwriting group
at 97142

Mr. Kanx. Yes.

Senator BinemaMm. What price did the underwriting group, in
selling it to the distributing group, receive?

Mr. Kanx. One and a quarter per cent profit for its services.

Senator Bixaizam. And they sold it to whom?

Mr. Kaux, And they sold to the underwriting group at 9834.

Senator BineHAM. And the underwriting group then sold it to
the public?

Mr. Kanx, At 9914,

Senator BinenaM. Making a little less than

Mr. Kanx. The total commission being 3 per cent.

Senator Binenay. Making a little less than 1 |l>er cent?

Mr. Kanxy., Yes. The total commission as between the munu-
facturer, in this case, the Government, and the public to whom the
bonds are ultimately offered, being a spread of 3 per cent; that is to
say, us between the raw product and the completed article by the
time it reaches the public.

Senator BinaHay. Was the reason why the final distributor re-
ceived such small g)el'centage the relative ease of selling Swedish
bonds to the public?

Mr. Kanx. Yes.

The CuairyaN. Take up the next loan, please.

Mr. Kanux. The next loan was also a Swedish Government loan.
a 30-year loan, at 514 per cent; the amount being $30,000,000. The
price paid by the originating bankers was 96% and 1 per cent, or
96.62, on the 22d of October, 192+. We paid 96.62. The issuing
price to the public was 9914, which means a total spread of 2%
per cent. The originating bankers made a commission of one-half
of 1 per cent. The underwriting syndicate made three-eighths of 1
per cent. The selling commission was 2 per cent.

Senator JorxsoN. In all of those profits your house participated?

Mr. Kan~n. Our house participated in the originating banker’s
profits, meaning the originuting responsibility: yes. In the under-
writing syndicate nsually-—not necessarily aiways, but usually—in
the distributing syndicate sometimes, and sometimes not. My house
is not a distributing house. It is a wholesale house, and as a rule the
distributing syndicate consists to the largest extent of retailers or
houses that are in contact with the public and have their salesmen
all over the United States.

Senator Jonnsox. Who selects those honses?
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Mr. KanN. We select them on the basis of our experience, on the
basis of activities in the field of investment, and we know pretty
well which are the desirable houses to deal with.

Senator JorNsoN., Do you select the amount that will be allocated
to each of those houses?

Mr. Kann. That varies. Sometimes we telegraph or telephone
them that we have reserved for them such and such an amount of
dollars of partjcipation—* Do you wish to take them?” Sometimes
we say, “ We are about to make such and such an issue. Will you
telephone or telegraph us how much you would like to have? ™

It is a matter of psychology, how eager we think they are going
to be to participate.

Senator Jounsox. And you anticipate their eagerness at times?

Mr. Kanx. I hope, frequently.

Senator Jonxsox. Can you say in dollars and cents, Mr. Kahn,
what was the amount of profit derived by Kuhn, Loeb & Co. on
these two Swedish loans, either or both?

Mr. Kaux. As I «aid before, Senator, I am not quite sure from
this list, which was gotten up in a hurry, what was the exact pro-
portion of onr interest in the originating group’s commission, and,
therefore, I am not able to say precisely what our definite profit was.

In the case of the second loan, to which I have referred, our
originating margin was one-half of 1 per cent, which means that our
profit was $150,000.

Senator BineHaM. That is not net profit ; that is your commission
out of which you must pay all your expenses?

Mr. KauN., When I say * profit” the more correct word would
always be “spread ” or “ margin,” inasmuch as this is all our busi-
ness feeds on. We have no other business except the business of buy-
ing and selling securities. Therefore all our overhead, all our ex-
pensive staff, all our taxes have got to come out of that spread.

Senator BincHAM. You used the word “ manufacturing ” a while
ago. There is this difference between the manufacturing business
and your business, that the manufacturer, when he charges a 10 per
cent profit writes off all his costs and then adds 10 per cent?

Mr. Kann. Yes.

Senator BineHaM. Whereas in your business, with a 3 per cent
commission you do not write off anything. All your expenses have
to come out of the 3 per cent?

Mr. Kann. Yes, Senator.

Senator BingHaM. ‘I notice that Mr. Lamont was very careful not
to use the word “ profit ** because it was misleading.

Mr. Kann. Yes; it would be misleading, inasmuch as primarily
we have no other business but the buying and selling of securities.
Therefore, against everything that comes to us in the way of com-
pensation we must set off our total expense,

Senator Reep. Can you tell us whether either of these issues has

been paid off ?
_ Mr. Kanx. The first issue has been paid off. The $25,000,000
issue has been paid off. The second issue is due in 1954. The pur-
pose of the issue was capital expenditures for railways, posts, tele-
graphs, telephones, and for agricultural aid.

Senator Reep. Has it been reduced by a sinking fund at all?
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Mr. Kaun. I am afraid that my list does not show it. It is not
callable until 1934.

Senator Couzens. Are you trustees under the sinking fund?

Mr. Kann. No; the National City Bank is the trustee under the
sinking fund.

Senator Couzens. Do you at times act as trustee for the bonds that
you issue or underwrite ¢

Mr. Kauxn, We never act as trustee for the bonds we issue; no.

Senator Couzexs. Do you or not handle the sinking fund?

Mr. Kanx. We do sometimes, in fact. not infrequently, handle the
sinking funds, if our clients so desire. After all, the handling of
the sinking fund means nothing. Senator. but the buying of bonds in
the market and the cancelling of them. and the publishing of lists
as to bonds that have been drawn. It is purely a ministerial func-
tion. It involves no discretion on the part of the bank or banker
who administers the sinking fund. It alco involves no particular
profit to him. It does save to the government or corporation con-
cerned the necessity of paying a commission to a trust company
for handling this particular function which, as I say, involves ne
dicretion on the part of the sinking fund administrator.

Senator Covzens. You have no discretion as to whether you will
o on the market and buy up these securities or whether you will
draw them by lot?

Mr. Kanun. No. That is determined by the provisions of the
sinking fund instrument.

Senator Barkrey. Is your bank in the ordinary sense a bank of
deposit ?

Mr. Kann. No, sir: we are not. We are essentially an issuing
house, purely and simply.

Senator Couzexs. Do you not receive any deposits from any one
at all for safe keeping for investment purposes?

Mr. Kaun. In the ordinary seuse, no. It happens from time to
time that in transacting a negotiation for a corporation or for the
Government some money is left over for which they have no im-
mediate use and they ask us to keep it until it is used. in which
case we are perfectly willing and glad to do so. But we do not
solicit deposits. We have no private deposits and are not a bank
of deposit.

Senator Warsit of Massachusetts. Do you issue a prospectus on
every one of those issues of foreign securities!?

Mr. Kaun. Yes, Senator. ‘

Senator WaLsH of Massachusetts. Is that the form of prospectus
used among the trade [handing a paper to the witness]? This
prospectus refers to an issue of 175000 American shares for common
stock of the North German Lloyd. Tt has several subtitles. such as
“American shares,” “Agreement.” ** Business and properties,” © Pur-
pose,” and then the offering and by whom offered: these particular
shares being offered November 16, 1928, at %69 per share,

Mr. Kaux,. Yes.

Senator Warsu of Massachusetts. Then it also has a memorandum
of the earnings of each of the companies for which stock and securi-
ties are issued. Then there is a general statement.

Several hundred of such memorandums have been handed to me.
giving the names of various banking houses that handled these
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securities. Can you not give for the committee a memorandum or
a prospectus which you have issued on all the foreign securities that
have been handled by you in this country?

Mr. Kann. Certainly Senator. We have them here, but inasmuch
as I am not quite sure that they are entirely complete, and inasmuch
as in some instances they are the only ones we have le%t, I would like
to be permitted to send you photostatic copies rather than the
originals.

Senator WarLsu of Massachusetts. Who are the Bankers Bond
Digest, of 206 Fulton Street, New York?

Mr. Kann. I am told by my associate that it is a statistical service
that reprints those prospectuses.

Senator WarLsu of Massachusetts. These must be available for
anybody who wants them, of course?

Mr. Kann, Surely.

Senator WaLsu of Massachusetts. And they are issued each time
a foreign or domestic security is placed on the market?

Mr. Kanx. I presume 0. Of course, that is not an official or-
ganization. They are doing this, I understand, purely as a statistical
service.

Senator WaLsH of Massachusetts. They perhalias formulate this
from the prospectus which you yourselves prepared.

Mr. Kann. Ob, yes; no doubt.

Senator WaLsH of Massachusetts. Will you let the committee have
a copy of all the prospectuses you issue?

Mr. Kaun. I shall be very glad to do so.

Senator Jouxnsox. Will you let us have the particular paper,
Senator Walsh, concerning which gyou are examining the witness, so
that it may be put into the record

Senator Warsu of Massachusetts. There are several hundred, al-
most a thousand, indicating that there have been a tremendous num-
ber of securities floated in this country in the last two or three years.

(The prospectus referred to and submitted by Senator Walsh of
Massachusetts is here printed in full, as follows:)

175,000 AMERICAN SHARES FOR COMMON STOCK NORTH GERMAN LLOYD (NORD-
DEUTSCHFR L10YD) BREMEN

American sharves will be issued by Guaranty Trust ‘o, of New York as
depositary under a deposit agreement diated November 235, 1928, each such
American share representing 200 reichsmarks (Rm. 200) par value of the
common stock of the North German Lloyd (Norddeutscher Lloyd) Bremen,
deposited thereunder,

AGREEMENT

The company hax agreed, among other things, that dividends after deduction
of @erman income tax (Kapitalertragsteuer) now amounting to 10 per cent
will be remitted by the company to the depositary at the cable rate for dollars
current in Berlin on the day of payment of the dividend: such dividends or
any other distributions due to the sharcholders will, after deduction of the
depositary’s fees and expenses as «et forth in the deposit agreement, be paid to
the registered holders of American shares by check in dollars,

The deposit agreement will provide that after July 1. 1929, or prior thereto,
with the consent of Kuhn, Loch & Co. and Lee, Higginson & Co., as depositors,
any owner of common stock may deposit it at the agency of the depositary in
Bremen and receive therefore from the depositary in New York an equivalent
amount of American shares and vice versa, the holder of Ameriean shares may
deposit them with the depositary in New York aml receive from the agency
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of the depositary in Bremen in exchange therefor the amount deposited with
the depositury in New York, under the terms of and upon payment of the
charges set forth in the aforementioned deposit agreement.

BUSINESS AND PROPERTIES

The North German Lloyd, incorporated in 1857, operates through its own
vessels and those of subsidiary companies 31 different passenger and frelght
lines serving more than 200 ports in all purts of the world. As of November
1, 1928, the aggregate tonnage of the 132 ocean-going vessels of the company
and itz wholly owned subsidiaries was over 604,000 gross registered tons in-
cluding such well-known ships as the Columbus, Berlin, Dresden, Munchen, and
Stuttyart These § ships, in addition to 18 other smaller vessels, constitute
the company’s present passenger and freight service between New York, Boston,
other United States and Canadian ports, and Bremen, Germany, and the
English, Irish, and Frenci ports which the company serves, The company’s
tonnage devoted to the North Atlantic passenger service will be practically
doubled in the spring of 1920 by the entry into this service of two of the
newest and fastest liners in the world, the quadruple screw, turbine driven,
oll burners, the Bremen and the Europa, each of about 46,000 gross registered
tonnage,

PURPOSE

P'rovision having alrendy been made for the cost of construction of the
Bremen and the Europa, none of the proceeds of the sale of these shures will be
required for this purpose. The proceeds will be used to reimburse the com-
pany’'s treasury for expenditures heretofore made for other construction, for
further additions to the company's fleet including 6 first-class, modern, cargo
liners, 2 of which are of about 8,000 gross registered tons euch and the re-
muining 4 of about 6,600 gross registered tons each, for the payment of
the purchase price of substantial interests in other shipping companies recently
acquired and for other corporate purposes,

FARNINGS

I‘'or the year ended December 31, 1927, the net carnings of the company,
after payment of or provision for all charges, as certified by its auditors, Fides
Treuhand Aktiengesellschaft, Bremen, amounted to Rm. 26,701,691 ($6,357.500),
out of which Rm.- 13,681,064 ($3,257,600) were set aside for at least § per cent
depreciation of the original cost of the vessels and Rm, 1,985,837 ($472,500) for
deprecintion on buildings, shops, furniture, and fixtures, leaving a balunce of
Rm. 11,033,900 ($2,627,100) available for dividends. After payment of 6 per
cent on its fully paid preferred stock such bhalance was equivalent to about 8.71
per cent on the company's Rm, 125,000,000 par value of common stock out-
standing as of December 81, 1927,

Incident to the building and handling of its previously mentioned two new
lines which are not yet in service and from which, of course, no revenues have
vet been recelved, the company has been meeting, out of ts current earnings,
heavy charges such as for advertising, increase of personnel, enlurgement and
expansion of its service bureaus in Ntw York, Paris, and other citles, and the
increase of its dock facilities. As a partinl result thereof, despite its gross
revenues for the six months ending June 30, 1928, having been Rm. 106,730,000
($25,411,000) as compared with Rm.. 96.005,000 ($22,858,000) for the same
period of 1927, its net income for that period declined slightly from Rm.
14,743,000 ($3,510,000) for the first half of 1927 to Rm. 13,995,000 ($3,332,000)
for this period of 1928, ‘Lhat the company’s income is growing steadily due to
its increasing tonnage is attested by the fact that its gross income in 1925 was
$20.300,000, in 1926 was over $33,000,000, in 1927 was approximutely $45.-
400,000 and for the first nine months of 1928 was approximately $40,000,000.

It is most conservatively estimuted that the entry of the Bremen and the
Europa into active service in the spring of 1929 will increase the company's
gruss income by approximately Rm. 40,000,000 ($9,523,000) or about 20 per
cent, and, inasmuch as our own experfence as well as that of other companies
has shown the increusing profitableness of de luxe liners of this type, the
company’s net income should be proportionately jucreased.

Of special interest to American investors will be the fact that of the com-
pany's gross revenues for 1926 approximutely $10,000,000 were recelved in
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United States currency and mere than 4,000,000 pounds ($19,466,000) in
sterling, while for 1927 approximately $12,500.000 and 5,000,000 pounds ($24,-
833,000) were received, thus automatically providing ample foreign halances
for the company’s foreign commitments, 1Thus, for the year 1926 alnost 90
per cent of the company’s revenues were received in these two foreign curren-
cles alone and for 1927 over 80 per cent.

GENERAL

Application will e made in due course to list these American shaves on the
New York Stock Exchange,

All conversinns in this letter from German into United States curveney bave
heen made at the rate of 4.20 veichsmarks to the dollar.

Offered November 16, 1923, at $09 per share.

(These American shares ave eutitled to all dividemis herveafter declured,
inchuding the dividends for the tuil year 1928

By Kuun, Loes & Co.
Lrg, HiseINsoN & Co,

Although these statenients are uot suarentecd, they lave been obtained from
sources we helieve to be reliable,

Published hy Bankers Bond Digesr, 206 Fualton Street, New York,

Senator Bineuam. I understand that these are not originals issued
by the banking houses, but only a digest prepared by an independ-
ent and not necessarily responsible organization. Therefore I ask
the Senator from Massachnsetts, why have it put into the record?

Senator Warsit of Massachusetts. Tt is u perfectly legitimate or-
ganization? Theve is nothing wrong with it, is there?

Mr. Kasix, No. It is a reputable organization.

Senator (‘ovzens, This only vepresents foreign loans!

Senator Warsu. All that T have,

Mr. Kaun, We will be delighted to furnish them to this com-
mittee,

Senator Bixcrias. Is this an American stoek issue?

Senator Warsn of Massachusetts. North German Lloyd Co.,
common stock.

Mr. Kanx. The next loan was the city of Christiana, Norway, now
called the city of Oslo. At that time it was called the city of Christ-
iana, in Qctober, 1920. $5,000,000. The price paid was 93. The
issue price to the public was 99.

The Cuamyax, What rate of interest?

Mr. Kaun. Eight per cent.

Senator Strortrincr, What city was that?

Mr. Kaun. It was then called Christiana, in Norway. and now
called Oslo. The price paid was 93, The issuing price to the public
was 99.

I should like to explain both in respect to the high rate of issue
and to the high rate of margin ov spread that 1920, with the shadow
of 1921 being cast ahead, was a very difficult year; that the city of
Christiania was not well known here; that the amount involved was
a very small one, but the work involved was measurably comparable
to what it would have been if the amount had been a large one,
and that thercfore the proportionate amount of expense as applicable
to a $5,000,000 loan justified and, in fact, necessitated, a larger
allowance in the way of spread than if it had been a currently known
city and if the amount had been larger.

92928—81—r1 19
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The originating group received 2 per cent. The underwriting
margin was 2% per cent. The selling commission was 114 per cent.
The purpose of the loan was electrical works, harbor, and housing,

Senator Binemay. Did the underwriting group have such a hard
time selling them to the distributing group as to justify that spread?
I thought you said it was diflicult to sell to the public. Therefore,
I suppose the larger amount of spread was necessary ?

Mr. Kaux. The amount was small. If you form an underwriting
group and a distributing group, you have to put the whole vast
machinery into motion, and they do not like to move for nothing.
The machinery and the putting into motion of that machinery require
little less effort for a $5,000,000 loan than for a $50,000,000 loan. Of
course, the actual physical effort of salesmen is greater in the case of
placing a $50,000,000 loan than a $3.,000,000 loan; but the getting of
thie machinery to work is not ~o very much less of an effort, in the
case of a small loan than in the case of a large loan. Therefore,
vou have got to make your compensation somewhat larger, relatively,
when the loan is small than when the loan is large,

Secondly, at that time the city of Christiania was very little known
here, and a great deal of work had to be done in explaining it, in
sending out literature, and so forth.

Senator Covzexs. You do not mean to say that a large house like
Kuhn, Loeb & Co. would have to create all that machinery for a
simple $5,000,000 loan?

Mr. Kann. It would not have to, perhaps, Senator, but it so hap-
pens that in addition to being what you have been good enough to
say is a large house, we are also & very conservative house, and we
have learned the wisdom of liquidity, which we find to be one of the
essential if not——

Senator Covzexs, That means unloading fast?

Mr. Kanux, If you choose (o use the word ¢ unloading "—perhaps
it would be better to say not to load yourself too heavily, rather than
unloading.

Senator Covzens, There is not much distinction, is there?

Myr. Kanx. There is in sentiment, if not in fact, and there is a
distinetion in principle.

Senator SmortrinGe. What was the term of those bonds?

Mr. Kanx, Twenty-five year bonds at 8 per cent. They have all
been repaid.

Senator CoxnaLry. What was the total spread?

Mr. Kanx. The total spread was 6 per cent; and the reasons for
that unusually large spread I have endeavored to explain.

Senator CoxyawLy. Yes: I caught that,

Senator Couzexs. Was there a sinking fund set up for that?

Mr. Kanx. I have no doubt that a sinking fund was set up; and
the reason it was paid off so fast was that after a while the credit of
Norway improved, became better known, and people realized the
intrinsic value of the bonds of these Scandinavian nations.

Senator Gore. Was your house the sole originating or managing
house in connection with that sale?

Mr. Kanx, Yes, Senator.

Senator Gore. You guaranteed the city of Christiania that you
would dispose of the entire issue?

Mr. Kann. Yes.
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Senator Gore. When you organized this underwriting syndicate
did you pass that guaranty on to them, and did they assume that?

Mr. Kan~. They assumed the part of the guaranty which we did
not retain, the purpose of an underwriting syndicate being to
relieve the originating banker of the responsibility which he has
incurred or to reduce such responsibility.

Senator Gore. With respect to that guaranty?

Mr. Kan~, With respect to the loan., If we deal with the city of
Christiania and say, “ We will buy from you a $6,000,000 loan,”
whether or not we succeed in forming an underwriting syndicate,
they know they are going to get their money as long as we are solvent.
If they do not get their money, we are no longer solvent.

Senator Gore. If you assume the losses, does the underwriting
house share that loss with the originating house?

Mr. Kaux, From the moment that we form an underwriting syn-
dicate our responsibility is reduced pro tanto. It is reduced to that
extent.

Senator Gore. Do you have a written contract concerning this
issue?

Mr. Kann. Yes, sir,

Senator Gore. Can you put that into the record?

Mr. Kany. I have no doubt we could; yes.

Senator Gore. Do you have a written contract with this under-
writing house or is that——

Mr. Kaun, That is a written agreement; yes.

Senator Gore. I wish you would put that in also. That would be
typical particularly of those agreements?

Rfl'. Kann. Yes, Senator.

Senator CouzeNs. Mr. Kahn, recently we had a reference to tie
matter of sinking fund. You state that the makers of those loans
usually—in fact. all the time—fix the provisions of the sinking fund ¢

Mr. KanN. Yes.

Senator Couvzens. In that connection I now draw your attention to
the circular for an issue in Brazil in 1918, November 1, in which it
has the following concerning sinking fund:

The semiannual cumulative sinking fund calculated to be sufficient to retire
all the bonds by maturity is to be applied to the purchase in the open market,
at or below par, or to drawings at par, not callable until November, 1928, except
from the sinking fund.

Mr. Kanx, Yes. .

Senator CouzeNns. That is not in accordance with your previous
statement that you do not have any option as to how you may use
the sinking fund.

Mr. KanN. I beg your pardon, Senator, I think it is, because
that option would not be exercised by the issuing house, but would
be exercised by our clients, who would give us directions as to how
they wishe . tﬁe sinking fund to be used. That is their privilege
and_responsibility and not the privilege or responsibility of the
issuing house,

Senator Couzens, Well, then you do have to await instructions
from the maker of the securities?

Mr. Kaun. Yes; unless the sinking fund specifically provides, as it
usually does, how it is to be used.

Senator Couzens. And in this it does not.
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Mr. Kanx. If there iz any discretion to be exercised. the diseretion
is exerci~ed by the maker of the bond. and not by the issuing house.

Senator Covzexs, If the issuing house had the discretion it would
be possible, under the provisions stated in this eircular, to buy those
bonds at par for the sinking fund.

Mrv, Kanxn. Yes,

Senator Covzens. Regardiess of what the market might be.

Mr. Kanx. Well, Senator Couzens, I should think it would be a
fraudulent transaction. if such a thing were done.

senator Cotzess, Well, I don't know. If yon had the option of
doing either, T do not know that it wonld be a fraudulent transac-
tion. unfess, of course. von knew exactly what the market was at
the time.

Mr. Kans. If T might respectfully suggest. it is the business of
the issuing house to know the market and to advise its clients as to
what the condition of the market is.

Senator Corzexs. If vou can have that privilege, certainly.

Mr. Kaux. Well. isn’t the issuing house in the position of a kind
of coniinning trasteeship as to its issues?

Senator Covzexs, Well, that i< what I tried to bring out with
My, Lamont. that to have the issning hovuse also trustee is, in my
opinion, again=t public poliey.

Mr. Kanx. I am not referving now <o nmeh to actual trusteeship
ax to what I mieht call a moval trusteeship.  In other words, T feel,
and T think uther veputable banker~ feel. that if a corporation or a
vovernment deals with a particular firm, that particular firm is in
the po-itien of wmoral trusteeship toward its constituents or clients,
and it has got to give to it to the best of its ability it advice and its
service as long as that loan is outstanding.

Senator Covzens. Does that same obligation exist with respect to
purchasers of securities?

Mr. Kanx. I do think so: yes,

Senator Covzens. What I was trying to bring out is whether your
obligation to your eustomers or to persons to whom you sell these
seenrities i~ the <ame as to the maker of the obligation.

Mr. Kanx. Distinetly so, as far as that is possible. It is naturally
linited by finaneial possibilities. Bnt I do think that an issuing
house has that responsibility, that continuing responsibility, as to its
constituents from whom it bought the issue on the one hand, and on
the other hand to the public to whom it <old the issue.

Senator Corzexs, And let me ask in that connection, if there is
default in cither principal or interest, what does the issning house
vonsider to be its responsibiiity ?

Mr. Kanx. The issning house considers it its responsibility to do
sverything in its power to reconstitute and l‘eestablish the solvency
and the good credit of the property, to protect the bondholders
against any undue exactions that might be demanded of them, to
work out the hest possible plan of reorganization, to give advice to
the bondhnlder concerned, to give its efforts, its experience, its abil-
ity fai&'ly and properly to deal with the stiuation which a default has
created.

Senator Couzens. And sometimes you are required to set up hond-
holders’ protective committees?

Mr. Kann, Yes. »
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Senator Covzens, In such a case do you act on bhondholders’
committees?

Mr. Kany. Sometimes yes and sometimes no.  But we always keep
in touch with bondholders’ committees, and sometimes the members
are appointed in consultation with the issuing bunkers,

Senator Covzexs. When you act on bondholders committees, in
other words, as a protective committee for the bondholders, yon get
a fee for that also, do you not ¢

Mr. Kanan, We rarely get a fee for acting on a protective commit-
tee. We get no fee as bankers for acting on a protective committec.

Senator Couzexns. But your officials may go on such a committee
and receive a fee for so serving, as I understand ¢

Mr. Kanx, Such a fee, if so received, would be a very moderate
one. It may be u few thousand dollars, but it is not a fee of any
exorbitant dimensions.

Senator Couzens, I see many of these protective committee circu-
lars in which they solicit depositors of bonds and carrying a substan-
tial percentage of the bonds for the service of the committee, I do
not know, of course, how that is divided up as between attorneys and
hankers, but I wanted to bring out an answer to the question if you
do not get it both coming and going.

Mr. %(.-um. Senator Couzens, generally speaking, it is safe to
assume that an issuing banker serving on a pretective committee
would as siuch receive no more than any other member serving on the
committee, if any fee at all; that the compensation of the men serving
on such a committee is by any standard o moderate one; that the
expenses involved in the way of lawyers’ feet, and expenses of vari-
ous other kinds, such as accountants’, engineers’, and trustees’ fees.
are heavy in comparison with and over and above any compensation
which are received, as a rule, by the several members of a protective
committee. Sometimes the issuing banker does not serve and some-
times he does, but such compensation as he receives would primarily
and principally be for services not on the protective committee but
for evolving, negotiating, and sponsoring a plan of reorganization,
for giving his time, effort, experience, responsibility, and prestige,
his placing power, his advice, his best effort to such reorganization.

The Craryan. Mr. Kahn, in the last 20 years how many defaults
have you had in the matter of payment of interest?

Mr. Kanx. Well, Senator Smoot, I am happy to say that the
number of defaults in our case is very limited.

The Crarman. You have had one or two defaults, have you?

Mr. Kaun. Oh, yes; there have been some, but the number has
been a very limited one.

The CHairmManN, In connection with foreign countries or local
loans?

My, Kaux. In connection with the loans of foreign countries there
is only one to which I will come later on, and that is a mortgage
bank, which is the only default we have had in a forcign country.
In the case of domcstic loans there is, of recent date, one railroad
with which we as bankers are connected that has gone into receiver-
ship, unfortunately, as you gentlemen probably know. That is the
Wabash Railway.

Senator Gorr. Let me ask on one other point right there: Mr.
Kahn, you stated in connection with the Christinnia loan that

B
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when you took over the bonds at a fixed price the transaction was a
sule; that you became the purchaser of the bonds and not the agent
of the city.

Mr, Kanx. Yes.

Senator Gore. Now. when your house is the managing house, allot-
ting those issues to various underwriting houses, would that transac-
tion be a sale? In other words. would they become purchasers or
agents of yours?

“Mr. Kanx. That is more or less a legal question which I do not
feel quite competent to answer in a legal sense. The fact is that
from the moment they underwrite it they become respoasible toward
u= and to that extent one vesponsibility is extinguished, except as
toward the ciiy or government or corporation concerned. As toward
theni, we are solely responsible for the solvency of our underwriters
or distributors.  Qur responsibilitiy ends only when the city, govern-
ment, or corporation concerned have actually received the money
which we have contracted to pay to them.

Senator Gore. When the underwriting houses allot bonds to dis-
tributing houses is that transaction a sale? Do they become pur-
chasers of the bonds or merely agents of the underwriting Louse?

Mr. Kaun. Again I should say that is a legal distinetion wl.ich I
hardly feel competent to deal with.

Senator Gore. Suppose a distributing house does not dispose of its
allotment to the public, does it still have to account for its allotment
to the underwriter?

Mr. Kann. Yes; for its share, and pay for them.

Senator Gore. All right, Mr. Kahn, that is an answer to the point.

Mr. Kau~. But. Senator Gore, the originating house remains re-
sponsible until the money i« paid over. In other words. it guar-
antees the solvency of the distributor,

Senator GGore. You are responsible for it to the ixsuing govern-
ment ¢

Mr. Kanx. The originating house guarantees the solvency of -the
underwriting houses and the distributors. and it is not relieved of its
responsibility until the money is paid over.

Senator Gore. You undertake to pass that responsibility on to the
distributing house?

Mr. Kanx. Yes; but we can not relieve ourselves of it absolutely.

The Cuamryan. Now, if there are no other questions on this
point, let Mr. Kahn go forward with his testimony.

Senator Gokre, Mr. Chairman, I should like to have Mr, Kaha file
a list of the members of his partnership in the record.

Mr. Kaux. All right.

The CHamrMaN. You may proceed, Mr. Kahn.

Mr. Kanx. The next loan was made—

Senator JouNsoN (interposing). While on that point I should
like to have asked Mr. Lamont to furnish a list of the partners of
J. P. Morgan & Co.

Senator Gore. I made that request, Senator Johnson.

Senator Jounson. Has that been done?

Senator Gore. Yes. :

Senator JounsoN. Pardon me. I did not recall it.

The CHAIRMAN. You may pro:zed, Mr. Kahn.
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Mr. Kanx. The next loan was to the city of Christiana again, a
30-year 6 per cent loan issued in September of 1924 for only $2,000,-
000. The price paid to the city was 94, and the issuing price 98, and
the total margin was 4 per cent, of which the originating group
retained 2 per cent. There was no underwriting group, the amount
being so small. There was only a distributor’s group, which also
retained 2 per cent. The purpose was, again, for electvic works, for
harbor improvements, and for housing,

After that we come to the city of Qslo, which is the ~ame city under
a different name, a loan made in Qcteber of 1925, 30 years, 6 per
cent sinking-fund loan due in 1955. ‘The amount was $8,000,000, and
the price paid to the city was 97, and the issuing price was 9914 to
the public, leaving a total margin of 2145 per cent. In that case
there was no originating group participation. but that was merged
with the underwriting group participation. and the underwriting
group and orviginating group together received three-quarters of 1
per cent, and the selling commission to the distributors was 134
per cent. The purpose was the same a- before. for harbor improve-
ments, housing, and electric works.

Senator Convarry. If I might interject a question right there,
Mr. Chairman?

The CHamyaN, Certainly.

Senator Coxnvarry. Mr. {kahn, why was it that the credit of the
city of Christiana or of Osle improved so much between those years,
the bond bringing 3 per cent more, and of course you sold them for
a higher figure, I take it?

Mr. Kanx. Between the yvear 1920 and the year 1925, what one
of my predecessors on the stand here has ealled international mind-
edness of the American public proceeded apace and it was perhaps
at its apogee in 1925,

Senator CoxzarLy. But as I understood it you vead about a
loan a while ago made in 1924 and then you read one in the next year.

My, Kanx. No, I think you did not get that quite right. Tt
was

Senator CoxyNaLLy (interposing). A loan of $8,000,000.

Mr. Kanx. The one for $2,000,000 was a 6 per cent loan—we
started with an 8 per cent loan in 1920, and we came to a 6 per cent
loan in 1924, and then we came to another 6 per cent loan in 1925,

Senator Coxyarry, That was the one T was asking about, the
one you purchased at 94 and the other at 97.

Mr. Kanx, Yes, but in the meantime the demand for foreign
investments in this country had greatly increased. and the credit
of the Scandinavian countries and Scandinavian cities, had become
a favorite form of invesement. And yvou will understand that the
price is not based upon our own estimate hut upon our best judgment
as to what the investing public will be willing to pay.

Senator CoxyNanny. I can understand how that might come about
over a period of years, and yet here was one issue in one year and
another issue the next year and there was a difference of 3 per cent
in the price.

Mr, Kanx. You will understand that in the course of six months
we have seen a difference of vastly more than 3 per cent in the
value of our railroad bonds.
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Senator Connarny. Yes, but that is hardly comparable with gov.
ernmment bonds, and

Mr, Kaun (interposing). And we have seen

Senator CoNNawLy (continuing). That was under the present
administration, but T am talking about normal times,

Mr. Kann. Senator Connally, we have seen in the course of thres
months that United States Government bonds can decline very
materially. :

Senator CoNNarvy. In making these rates when these governments
come to you, do you usually fix the rate of interest or is it done
under your advice?

Mr. Kaux. We advise them what is the hest rate of interes
obtainable.

Senator Connarry, And you tell them what yon can market the
bonds at?

Mr. Kanx. Yes,

Senator ConNarry. They have not much option on that. They
have to take your price and your terms,

Mr. Kaun. Ohyno. They are entirely free to act as they please.

Senator ConNaLry. I know, but they have to sell them through
your advice, and therefore they have to follow your advice,

Mr. Kanx, That is rather putting the cart before the horse. The:
first ask our advice and if they think we are right and if they thin
our price is right they deal with us. If they think we are wrong
and they can do better by going to somebody clxe, then they do so,

Senator Coxxarry. And do they do that, even to the point of
going around from one firm to another?

Mr. Kans. Very few governments, just as yon would not ordi-
narily go to a different doctor every month or every year, change
from one banking house to another. although some governments do.
For instance, the Argentine Government has often rotated in this
matter, and are apt to go from one banker to another,

Senator CovwxarrLy. Do von mean after they have dealt with one §
banker or before?

Mr. Kaux. After they have dealt with them often.  They are apt
to try one banker und then another. But usually a government
sticks to the banker it has once picked out, as long as they get satis-
faction. Of course, if they think they ean do better elsewhere, then
they go elsewhere.

The Crarman. We must hasten along, as it is now 5 minutes to 11,

Senator JouxsoN. Mr. Chairman, might I ask: Ave you going to
hold the hearing after 12 o’clock to-day?

Senator Covzens. Oh, we can not do that,

The Crammaxn. Well, we can not take np the moratorium until
2 o’clock.

Senator JounsoN, But we have to be on the floor at 12 o’clock.
I was asking merely for information.

The Cuairmax. I should like to run along now until 2 o’clock,
right straight through if we can. We can recess for a few minutes
in order to go over and answer the roll call.

Senator Jonxsox. That is rather a difficult thing. Of course, I
have no control over the matter and am merely making a suggestion,
But I do hope you will conclude the hearing to-day by 12 o’clock,
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however far we may have gotten by that time. The situation is such
that I feel I must be on the floor at that time, I do not know what
is going to transpire; at any rate, I want to be ready for anything
that may occur on the floor, and at best I ian only suggest that action
which I think ought to be taken.

Senator Harrison, Why not recess at 12 o’clock?

Senator SuorTrIDGE. Let us go along for the present anyhow.

The CuarMaN, Let us go a%ong and get through as soon as we
can. If Senators do not feel it necessary to ask too many questions,
I am sure that we can go along now and make a little better time.

Senator Cosrigan. Mr. Chairman, before Mr, Kahn proceeds with
lLis statement let me ask a question.

The Cuarmax, Certainly,

Senator Costigax. Mr. Kyz'xhn, with reference to the funds you last
mentioned, were they used, in part at least, for the construction of
municipal-owned-and-operated electric light and power plants?

Mr. Kann. Yes.

Senator Coxtiean. And you regarded those as good investments?

Mr. Kauxn. Yes,

Senator Jonxsox, Those investments were abroad ?

Mr., Kann, Yes,

Senator SnortrIbGE. Let me ask right there: Mr. Kahn, was there
any arrangement or understanding to the effect that any of the
material to be used in the work contemplated by the city of Christi-
ana or of Oslo should be purchased here, and was any of it pur-
chased here in Awmerica?

Mr. Kann. I am not sure that I can answer that question without
having to investigate it first. I doubt whether there was such an
understanding from the point of view of a definite obligation. But
I think it is considered generally not an obligation but a matter of
usual practice and fair consideration, other things being equal or
substantially equal, that the lender will buy such stuff as he has to
buy in the country which gave him the money.

enator Suortripgk. I purposely used the word *understanding,”
to be followed by the question whether or not in point of fact any
material to be used in the city mentioned was purchased from any of
our manufacturers or producers here in America. But if you do not
know you may pass on.

Mr. Kaux. I am unable to answer that question; but, as I have
said, that is not specifically required in this country as a rule. It is
sometimes in other countries. For instunce, France rather makes it
a habit to do so. But American bankers do not insist upon it as a
general practice,

Senator Gouk. Mr. Kalin, have you made any . investigation to
ascertain or have you had any reports as to whether any number of
individual investors tuke any particular amount from those distribut-
ing houses?

Mr, KanN. Yes, roughly speaking, I should say it would be safe
to count on an average of $3,000.

Senator Gore. If you have made any particular study of that
matter, I wish yon would attach a statement in one or two issues to
your testimony.

Mr, KanN. I will sce if I can do that.
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Senator Gore. Now, in the placing of these bonds and securities
do they find ]o(lgment in the hands of individual purchasers through-
ont the country? '

My, Kanx, Yes.

Senator Gore. Isn’t it pretty much true in England, too? It is
a large creditor country, and I believe owns some $20.000,000,000 of
securities. Do you know whether the securities are largely distrib-
uted among the English people or are they more held by trust com-
panies and bankers than in this country?

Mr. Kann. They are largely distributed among the English people,
At the same time I think to a greater extent, relatively speaking, than
here the English trust companies and English insurance companies
and English investment houses particularly, and particularly again, I
'willlsay, the Scottish investment companies are permanent holders of
honds.

Senator Gore, Of foreign honds.

Mr, Kanx, Yes,

The Cramyan. You may proceed, Mr. Kahn.

Mr. Kanx. The next loan is the city of Oslo again. 20 years, 515
per cent, issued in January of 1926. The purchase price was 94,
and the issue price was 97.  The margin was 3 per cent. Again the
originating group and the underwriting group were merged. the
amount being so small, ard the originating and underwriting groups
together received 114 per cent, and the distribnting group received. .
also 134 per cent.

Senator Jonxsox. You did not state the amount of that loan,

Mr. Kanx, It was $4,000,000.

The CrarMaN. Senator Johnson, would it be just as satisfactory
to you to have that statement put into the record, all these details
about these loans, which would save a lot of our time?

Senator Jonxsox, Mr. Chairman, it is true that it takes a long
time to get these matters in this way. At the same time it is the
only way that the committee can familiarize itself with exactly what
these loans were. When you put a bulky tome into the record it,
of course, saves time, but I fear that the committee, like myself,
wo.ld have little knowledge of what the loans have been made for.
I think it a profitable inquiry to proceed as we are with Mr. Kahn.

The CuamrmaN. You may proceed, then, Mr. Kahn, but make it
as brief as possible.

Senator Barkrry. Mr. Chairman, I was called away, and while
it may be that this question has already been asked and answered I
should like to be sure: Mr. Kahn, in vour case, as in the case of
every managing house, to what extent, if at all, are these bonds held
by you or them, if any of them are held back by the managing
house? Or are they all passed on the the public?

Mr. Kanwn, They are in principle all passed on to the public.
As I have said before, an essential virtue of the banker, and par-
ticularly the private bankers, must be that of liquidity. If that
were not so he would very soon find himself so locked up with the
issues negotiated by him that he could not continue. Consequently
his effort is to buy bonds and sell them. He is a merchant. He is
a merchant to that extent, and so much so that in England the
ordinary application of such a banker still in use is that of mer-
chant banker. He does not call himself a banker but a merchant
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banker, unless he is a house of deposit, which we are not. The
essential interest of the private banking business, the issning busi-
ness, is that the banker buys securities of such a nature that he
feels reasonably confident he can sell them to the public. And hav-
ing sold them he is then free to go on with other business. If he
locks himself up by retaining his own goods, he will very soon be
<0 locked up that his usefulness as a banker will have ceased.

Senator BarkrLey. After you have passed the bonds on to the pub-
lic you are free of course then to look out for other customers, for
other business, and have you any further interest in those bonds?

Mr. Kanx., We have an interest in those bonds until they are
repaid according to their due date. We consider that we are under a
permanent moral liability to do what we can for the protection of
those bonds.

Senator Barkrey. And in event there is default——

Senator Couzexs (interposing). Senator Barkley, I went over
that. You will find that in the record, those questions being asked
and answered while you were out.

Senator Bankeey, All right,

Mr. Kanx. And I might add that we have frequently made it our
business, a contingent part of our obligation, that if there is an undue
ur unjustifiable decline in bonds, if there is not a fair market for the
bonds, we have more than once gone into the market in order to
afford apportunity to such people as may want to sell, or as are com-
pelled to sell, within the limit of proper prudence and within the
limit of our ability, for them to do so.

Senator BarxLey, If this question has already been asked and
answered, all right ; but to make sure I should like to ask: Mr, Kahn,
to what extent does this moral obligation that you feel under, and
likewise does it apply to other houses which manage the distribution
of bonds; to what extent does that moral obligation actuate you or
any other honses, in the hope or wish or in your advoeating that the
payment of these Government obligations be lightened up to the ex-
tent that it may make it casier for tho<e bonds which have been dis-
tributed by your house and other houses, to be paid promptly?

Mr. Kanx. If I properly caught your question, Senator. I should
say that to define the extent is almost an impossible undertaking, We
are human, and being human, I suppose we are actuated by ordinary
human motives, one of the motives being to do what we can to dis-
charge our moral obligations; and another motive, I hope, being not
to discharge them at the expense of somebody else. 1 think that is
just as strong and decent a human motive as the other. Another one
is to do what we can as American citizens to be helpful in the existing
distressful situation, which is one that concerns not only the hanker
but as well the farmer, the working man, the consumer, the producer;
in short, all of us. We are in the same boat. If ever a banker was
called upon to divest himself of any banking prejudices, and to give
the best, the most unbiased, the most impartial advice he is capable
of, that time is now. I am quite sure we all feel it. I am quite sure
that in advising to the extent we may be called upon to advise as to
the attitude of our Government in ‘economic and financial affairs
where the banker’s interest is indirectly involved, we are honestly
seeking to divest ourselves of our banking prejudices to the extent
that they may exist.
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Senator JouxsoN. Mr. Kahn, conceding that to the full—and there
is no disposition on my part to question it in the slightest—never-
theless there is the banking prejudice that you described by which
the securities you put out you want to see retain the value at least
that you sold them for to the public, I take it.

Mr. Kann. Very naturallfy.

Senator JounsoN. And if legitimately and within your duties as
you have described them, you can maintain the price of those securi-
ties as you put them out, of cours you do it.

Mr, Kaun. Yes; but may I amend my assent to this by suying,
not maintain the price but maintain the value.

Senator JonnsonN. Maintain the value.

Mr. Kaun, Yes. Those bonds are held by hundreds of thou-
sunds of American citizens. They are not held by banks mainly;
they are not held by rich men muinly; but they are held by hun-
dreds of thonsands and probably by millions of American citizens,

Senator Jouxson, Could you tell me what bunks, if any, hold
foreign securities at the present time?

Mr. Kaun. T do not know, Not having acvess to the portfolios
of the banks, I am unable to answer that question definitely, but 1
will say that I do not think many foreign bonds are held by our
principal banks. I think they are verv widely distributed.

Senator Jounson. All right. Now, would that apply to long-
term and short-term foreign credits?

Mr. Kauxn. It would not apply to short-term foreign credits. I
doubt whether there are any great quantity of long-term foreign
credits in existence.

Senator JouxsoN. Do I understand you to say that so far as your
knowledge extends the banks are not holding short-term foreign
credits?

Mv. Kanx. Indeed, they do; yes.

Senator JoussoN. You say they do?

Mr. Kann. Yes.

Senator JowxsoN. And they hold them to a very large extent,
do they not?

Mr. Kanx. © Very large » is a relative term. I think the total of
the short-term credits which have been extended abroad is not
relatively—and. by *“relatively” I mean in relation to the total
resources of the country—a very large sum. I stated this morn-
ing in coming down here, if I may be permitted to make a remark
of that nature, that it the World War had continued one month
longer than it did—and we all expected it to continue five or six
months longer. for the best authorities thought the war was going
to end in the spring of 1919 instead of in the autumn of 1918-—if
the war had continued one month loager we would have spent as
much and probably more in that one month than the entire amount
which we have placed in Germany in bonds and credits.

Senator Couzevns. I have seen in an article by Mr. Frank Simonds
the statement, and I believe it was on yesterday, that there were
$2,800,000,000 of securities that (ermany had out in all countries.

Mr. Kaun, Yes.

Senator Couzexs, And that it was much larger than it was gen-
erally considered to be.
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Mr, Kin~. That is in all conntries. That seems to me perhaps
an additivnal justification for what the American banks did n
making short-term loans and in giving credits to Germany.  England
was living right across the street so to speak from Germany. She
had an age-old prestige for judgment and wisdom in the matter of
international financial borrowings. We were perfectly justitied in
following in our judgment of what was reasonable banking practice
the example of a wise old nation like England, being vight there,
and of a wise old nation like Holland, being next door to (Germany,
who in proportion to their resources gave larger short-term credits
to Germany than America did.

Senator JouxsoN. Now, right there, Mr. Kahn, will you state how
much short-term credits are held in America?

Mr, Kaun, My estimate, Senator Johnson, is that it is something
in excess of $600,000,000.

Senator JonxsoN, Exactly?

Mr. Kan~. Which T do not consider an exorbitant sum for a great
creditor nation to extend as an accommodation to an intelligent,
hard-working European nation of the magnitude, ability. and proven
and tested capacity of Germany. It may be locked up for a while,
yes; but that is the ordinary risk of the business, Am‘ the granting
of credits for the purpose of facilitating trade and thereby stimu-
lating the entire economic life of all the world, a repercussion of
which is bound to rebound to the advantage of America, the granting
of such credits is a legitmate, natural, old-established banking
function,

Senator Gore. Let me ask right there: Mr. Kahn, is there any
essential difference in the character of the sccurity taken by Holland,
England, and the United States with respect to short-terin credits?

Mr. Kanx. I beg your pardon, Senaior, but ¥ did not catch that
question.

Senator Gore. Was there any substantial difference as to the kind
of security taken in the case of England, Holland, and the United
States with reference to these short-term credits?

Mr. Kaux. None so far as T am aware. It is exactly the same
thing, and we had

Senator Gore (interposing). And the same risk,

Mr. Kan~. Yes: our banks were engaging in the same practices
as they for giving short-term advances and credits. They had the
experience of generations and generations of world traders back of
their action, and I think we were justified in following their example.
And we were justified on behalf of America as a creditor nation
to extend to Germany accommodation within reasonuble limits in
order to stimulate trade and to enable them to participate in the
economic life of the world.

Senator Jounsox. But France did not extend short-term credits
to the same extent, nor long-term credits either, did she?

Mr, Kinx., Well. I think the reason why France did not is of a
political nature, which did not enter into our consideration of the
matter.

Senator Couzexs. Let me ask right there: Mr. Kahn. what would
be the effect of all these short-term and long-term securities if Ger-
many should go off the gold basis?
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Mr. Kanun. Well, that is rather a difficult subject. We have the
case of England, off the gold basis, where thus far that has not af-
fected any foreign obligation of the British Empire. To what ex-
tent Germany, if it bad to undergo the additional shock of going oft
the gold basis, especially after the horrible experience which its peo-
ple underwent during the period of inflation, to what extent the Ger-
man nerves would break completely if that additional blow fell, I
am unable to say.

Senator JonNson. You spoke a while ago to the effect that Eng-
land’s going off the gold basis did not particularly affect the govern-
mental debts.

Mr. Kaux~. No.

Senator JounsoN. I ask you now what effect Germany going off
the gold basis would have on short-term obligations.

Mr. Kan~. Senator Johnson, England going off the gold standard
has had no effect up to date upon private obligations of the British
Empire in a generzl way. They are meeting their obligations as
they did before.

q lSlena;tm' Jornsox., With the reduced pound or the same standard
ollar

Mr., Kaun. With the gold standard dollar to the extent that the
obligations call for it.

Senator JornsoN, But these short-term loans made by American
bankers to Germany are payable in gold marks.

Mr. Kann. Noj; pavable in gold dollars, all of them. as far as
I know.

Senator JounsoN. So that if Germany were to go off the gold basis
your contention is that these short-term credits extended to com-
mercial houses and banks in Germany, would not affect our loans
to them.

Mr. Kanx. I did not say that, if you will pardon me. but——

Senator JounsoN (interposing). I got that impression by your
reference to Great Britain,

Mr. Kanx. 1 did not wish to convey that impression. Great Brit-
ain’s nerves and Great Britain’s economic situation are very differ-
ent from the German nerves and the German economic situation;
and what Great Britain can stand is very different from what Ger-
many can stand. As a matter of fact, Germany to all intents and
purposes is not on the gold basis now, because the essence of the
gold basis is'a free flow of gold, which does not exist in Germany.

Senator Jouxson. Then, that is true of Canada. too.

Mr. Kann. It is true of Canada for the time being to a limited
extent, yes.

Senator Jouxson. It is still said that Canada continues on the
gold basis when as a matter of fact she is not on the gold basis
so far as a free exchange of gold is concerned.

Mr. Kanx. They still say that Germany is on the gold basis,
when as a matter of fact Germany is on the gold basis .for the
purpose of measuring values, but is not on the gold basis for the
purpose of internationality for the time being. What would be
the effect if Germany slid off the gold basis I am not prepared to
sny.

Senator Jouxson. It would not be helpful to American -redits.

Myr. Kann. No.
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Senator Barkrry. The psychology of the situation would be bad
to say the least.

Mr. Kanxy. Yes; particularly as to the possible psychological
effect upon the German people themselves if they look back at the
horrible times they went through when they were off the gold
standard before,

Senator Covzens. But isn't that the difference between what they
call control of paper currency and what happened in Germany
where it was a case of uncontrolled paper currency?

Mr. KA?HN. The question is. To what extent can you control paver
currency

Senafor Covzens. Well, it has been demonstrated that some
of these countries are controlling paper currency, otherwise they
would not be getting on as they are since they went off the gold
basis,

Mr. Kanx, Well, one of the countries, the principal one, indeed,
being England. which is particularly distinguished by steady nerve,
by stability, by coherence of its population; a tight little island
where you can get a message and establish contact and dirvection
around the whole of England, Scotland, and Wales in a very
short time, it is relatively easier for Great Britain, with her racial
qualities and her position and condition, to manage a paper currency
than any other country.

Senator Covzexs, Do you think America could manage a paper
currency?

Mr. Kanx. T think Amerien hus pretty well demonstrated in the
past that she can deal with any necessary task that she is called
upon to face. She has met great difficulties, and she has met them
and faced them well, and I have every confidence that, if she had
to face that difficulty, she would face it as well as England is facing
it. But it is a very difficult and hazardous thing to manage a paper
currency.

The very purpose of a gold currency is to make it as difficult as
possible to get undue inflation, by establishing a medium, long
tested in the history of the world for its suitability and relative
stability, by which the volume and value of currency are regulated
automatically, something which Sir Robert Horne recently termed
“a metal anchorage.”

Of course, it does have its fluctuations. nevertheless—indeed too
much so—and it is worthy of serious consideration what can and
should be done to preserve greater stability of values as measured
by gold. But when you have a paper currency, the only definite
limitation that I know of is the self-restraint of the people and
the governments. I know of nothing which has been tested in
actual experience that has power, in the case of a paper currency,
positively to safeguard the people against the hazards and the al-
most inconceivable evils of an excessive use of the printing presses
for currency, as we have seen in the case of the inflation period in
(Germany some years ago.

The subject is very much alive now, especially in England. They,
or some other country, may conceivably succeed in inventing a safe
and fool-proof “ managed ™ currency, but it remains to be proven.

Senator Couzens. Is it not conceivable to vou that with the pres-
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ent high value of the gold dollar these debts will never be paid on
that basis?

Mr, Kanx. It is conceivable. That embraces, of course, the entire
guestion as to what should be done with these debts, both in the
way of reparations and of debts due America,

Senator Couzens. Well, outside of that, take our domestic debts;
the Federal Government, the State and municipal debts, in my
judgment, they can not be paid off at the present high value of the
gold dollar. And I am wondering whether you believe they can
can be paid at the present high value of the gold dollar?

Mr. Kiux. “ Never” is a long time, Senator. Most debts are
not paid off, but renewed. Nature has a way of adjusting things,
and by the time these debts have to be paid ¢ or renewed pre-
sumably the extraordinary tension will have passed away.

Senator Couzrns., I understand that many, many debtors are un-
able to get extensions; the banks are unable or unwilling to give
extensions., That is one of the difficulties, that the credit of the
debtor is being impaired by the high value of the gold dollar that
he owes, and the creditor is trying to get liquidation at the present
time at the high value of the gold dollar.

Mr. Kaux., That is where the great advantage comes in of a cor-
poration in the nature of the War Finance Corporation, which is
essentially a device to protect the debtor. And rightly so; rightly
so. I think the debtor is entitled at this time to all the protection
that the Government and the moral sense of the community can
throw around him. I think it is a wicked thing to compel the debtor
in extraordinary times like these, in the face of which he stands
helpless to deal with them, it is a wicked thing to go to extreme
measures, but it should be made possible for him to tide things over.
That can be done most effectively by the temporary aid of the Gov-
ernment. It should be done, as far as possible, by everybody else.
Tt should be done to the extent that that is possible by the {anks.
And the public can and should aid, amongst other ways, by refrain-
ing from putting an unrea<onable strain on the banks. I think the
names of men who wantonly hoard money and thus make the problem
of the banks still harder ought to be publicly announced in these
times. I think we all must stand together to prevent the whole
country from being unduly damaged by the extraordinary emergency
which, I am wholly confident, can be and will be overcome, but
which, for the time heing. no one individual is capable of dealing
with, and no debtor ought to be called upon to deal with alone, as
far as his own affairs are concerned.

Senator Couzens. If you do not _care to answer this question, I
will not press you for an answer. Is it your opinion that Germany
can ever pay off the enormous amount of money she has borrowed
for her Government, her municipalities, and her industries?

Mr. Kaun. In the long run, Senator, I think almost anything can
be done where there-is a will. Germany has demonstrated in the
past such an extraordinary capacity for hard work, for mastery
of difficulty, and for self-control, that unless she is driven to a point
where her nerves crack, to the point of helplessness and despondency.
I think she will ultimately pay her debts. By paying her debts, I
mean the private debts. the municipal debts, the Government debts
that the (Jovernment owes to private individuals.
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I do not wish to be understood as making any forecast in the way
of reparations, fov that opens up an entirely different chapter; that
opens up, among other things, the chapter of the allied debts to
America,

Senator Covzexs. Yes: but would you feel it was a good loan
now? Would your house underwrite another loan to Germany now?

Mr. Kauy, At this moment’ no.

Senator Couzens, You would not?

Mr. Kanx, At this moment we would feel that our responsibility
to those who look to us for investment guidance would not justify u-
in making another loan to Germany until this present economie tur-
moil has been adjusted and straightened out.

Senator Covzexs. Could you estimate the good that was done to
Germany by this one year’s moratorium proposed by the President ?

Mr. Kanx. T believe it was an absolutely vital thing at the time.

Senator Covzexs., You say at the time?

Mr. Kanx, At the time; yes.

Senator Covzexs, Did it accomplish its purpose?

Mr. Kanx. It accomplished some of its purpose.

Senator Couzens. It did? ’

Mr. Kann. It avoided a complete and unespected financial col-
lapse. It gave time for the world to adjust itself to a situation
which is serious enough as it is, but which would have been infinitely
more serious if it had Lroken with such catastrophic suddenness—-

Senator BinomaM (interposing). Mr. Kahn, if you will pardon
me, I am sure you misspoke and used a word you did not intend to
use.  You said it accomplished a catastrophic result,

Mr. Kaux. It accomplished the avoidance of the catastrophic
result. T think it did a great deal of good and if it could have gone
through with the prompt and universal acclaim and acquiescence
that originally seemed to be indicated, it would have been of in-
calculable value. As it is, it was of great value,

Senator Couzens. Is Germany worse off to-day than she was in
June, 1931°?

Mr. Kanx. Intrinsically, no. Actually, yes; but intrinsically, no.
According to appearances——-

This, perhaps, gives me a legitimate opportunity, Mr. Chairman, to
=ay one word as to something which was said in another place.
should like to state very emphatically—-probably it is not necessary
to say it—that no member of my firm; no one connected with my
firm, had anything to do whatsoever with the granting of the
moratorium; with any attempt to influence the President to take the
step he did. or with any kind of propaganda whatsoever. No mem-
ber of my firm is or ever has been, nor is my firm in any contact with
any foreign government, except to the extent—and the extent is
rare—in which we do business with foreign governments. I want
to say it as emphatically as I can that any allegation which connects
us in the remotest manner with the conception, the negotiations. or
proceedings concerning the moratorium or with President Hoover’s
decision and action in the matter, is utterly and outrageously
unfounded.

The Crairyan. Will yon proceed, now?

92028—31-—pr 1———10
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Mr. Kann. I would like to add, if I may, one word to deny the
allegation connecting Mr. Paul Warburg with my firm in this mat-
ter. Perhaps it may be worth while to mention that Mr. Warburg,
in the last election, supported Governor Smith and not Mr. Hoover.

Senator La Foreerre. Mr. Kahn, before you take up any more of
those loans, and recurring for a moment to the long-time foreign
obligations, if I unaerstood you correctly you =aid that while you
had no access to the portfolios of the banks, you were under the im-

ression, from your general information, that the banks and their
investment affillates did not hold any substantial amount of these
long-time obligations of foreign governments or foreign corpora-
tions. I wanted to ask you whether you wanted to include in that
statement the situation of the smaller banks scattered throughout
the country, or whether you were referring to the larger metropolitan
banks to any extent?

Mr. Kan~, 1 am referring, Senator, to the larger metropolitan
banks, with whose affairs I am more familiar.

Senator La Forrerre. Have you any impression, from your gen-
eral knowledge. as to whether or not there are any substantial
amounts of foreign securities in the portfolios of the bank: not
metropolitan in character?

Mr. Kanx. I have more than a general impression, Senator: 1
know that, quite natwrally and legitimately, a great many of the
country banks were attracted by the higher rate of interest obtainable
from these foreign loans at a time when money here was very diffi-
cult to place, and considering them to be sound and safé investments,
T believe that quite a number of them did buy and still hold a sub-
stantial portion of these foreign securities.

Senator La ForLerte, Have you a general estimate—and I realize
it would have to be a very general estimate—as to the total amount
of the securities of foreign governments, or political or civil
subdivisions thereof, and corporations or associations, which have
been floated in this country (Iluring the past two years are now in
defanlt?

Mr, Kaux. In the case of Germany there arc hardly any in de-
fault In the case of South America and Central America, unfor-
tunately the great nmjorit‘v are in default,

Senator La ForLerte. Mr. Sloan, of the Standard Statistics Corpo-
ration, testified before another Senate committee that in his judg-
ment, and qualifying it by saying that it was a very rough estimate,
in October he estimated that there were $261,000,000, approximately,
of such securities in default that had been sold in this country.
Would you say that that estimate was approximately correct at that
time?

Mr. Kanx. I should say it was an underestimate,

Senator La ForLerre. What would your best judgment be in
answer to the question?

Mr. Kann, That would be guessing, Senator, but I could very
easily find out by making a list of such securities as have been issued
here, and such securities as are paying now.

Senator La Forrerre. Will you furnish that and insert it in your
testimony at this point? )

Mr, Kaun. Gladly.
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(The statement referred to was furnished by Mr. Kahn. See
appendix.)

Senator Reen. Mr. Chairman, I would like to follow up a sub-
ject that Mr. Kalin brought upon his own account.

Mr. Kahn, it was stated on the floor of the Senate last week that
you and your firm helped to elect President Hoover. Is that
correct ¢

Mr. Kanx. Some of the firm voted for him, undoubtedly.

Senator Barkrey. I do not think any man should be compelled
to incriminate himself.

Senator Reen. Let me follow this matter up. T am most serious
about it,

And it was also stated that having helped to elect Mr. Hoover,
that you suggested the moratorium; that the suggestion came from
you. Is that true?

Mr. Kanx~. Senator, that is a falsehood without the remotest
basis in fact whatsoever.

Senator Reen. Did you suggest the moratorium?

Mr. Kany. We never suggested it.

Senutor Covzexs. He has already testified to that,

Mr. Kanx, We had no knowledge that the moratorium was
coming. T deny that we suggested it, and I deny every implication
that i-: attached to it,

The Cramaan. Mr. Kahn, is it not true that these foreign bonds
purchased by many, many of the banks throughout the country,
were purchased for their customers, and the individual customers
of the bank who originally purchased those bonds are holding them
to-day ¢

I\Il:.y Kanxs. Yes, sir.  'To an extent.

The Cuamrman, So all the bonds that were purchused by the
small banks of the country, they can not be in the banks to-day,
because of the fact that they were purchased by those banks for
their customers?

Mr. Kaun. A great many of them. Others were bought by the
banks for their own investment.

The CuairMaN. No doubt there were some,

Mr. Kaux. For a secondary reserve.

Senator La Forrerre, As a matter of fact, Mr. Kahn, were not
some of the smaller banks of the country carrying those bonds
as a secondary reserve?

Mr. Kanxy. That is my impression; yes.

Senator La Forrerre. And my information is that that practice
grew very rapidly prior to the depression because the banks con-
sidered them to be very liquid.

Mr. Kanux. Yes.

Senator La Foreerre, And that also, according to my informa-
tion, in selling those bonds to their customers, the smaller banks
have often loaned money to the customer with those bonds for
security ; and under such circumstances, where the individual pur-
chaser has not been able to meet the note the bank has had to take
the bond back for its own security.

Mr. Kanx. I think that is quite correct, Senator.
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Senator Coxxarry, Let me ask you this question, Mr. Kahn:
Do you or your institution hold any stock in any banking institu-
tion in Germany ¢

Mr. Kanx, No, sir,

Senator Coxnarry. None whatever?

Mr. Kanx. No, sir.

Senator Coxxarry. It has been reported that your firm last year
bought an interest in some German hanks.

My, Kaux, There is no truth in that. I have seen it in the papers
myself. There is no truth in it.

Senator Barkrey. Mr, Kahn, coming back to the foreign obliga-
tiong——

Senator Suorrripee. You mean the European obligations?

Senator Banrkcey. The European obligations which may be in-
volved in the moratorium—I make no assuption, of course—hut if we
were justified in assuming from the economic conditions now or in
the future that those public and private obligations could not be paid,
is there any concensus of opinion in the banking world as to which
should have priority ; the loans in the United States or the loans in
the governments of Europe?

Mr. Kan~. Senator, may I say first that privately held honds—that
is, loans issued by cities and corporations in the shape of long-term
bonds—are not generally speaking, as yet under any moratorium.
They are paying their interest and sinking fund and have done it
richt along.” As to whether the governmental claims or private
debts should have precedence, one necessarily ean only express an
opinion, which is subject to controversy and subject to error. My
own belief is that the ess atial thing is to kcc}) the economic life of a
country going, because the Government would very soon find itself
out of funds unless the economic life is going. In order to keep the
economic life of a country going, in order to pay taxes, in or(:er to
enable it to do its daily work, the sanctity of contracts must he pro-
tected to the limit of wiat is possible,

It is of less importance that one government pay another govern-
ment to the minute and upon the day what it owes, if it can by
mutual consent secure a postponement, than that the confidence of
the ordinary investor or the ordinary individual dealing in one
country with another individual in another country, or the business
man dealing with another business man should not be exposed to
profound shock as to the faith and credit of the community in other
countries. And I think the economic life of all countries is so inter-
woven that the economic prosperity of one country is bound, in vne
way or another, to have its repercussions here. It does not neces-
sarily mean that that country will buy goods and chattels here
directly ; it does mean that the economic capacity of that country will
be increased in one way or another in the direct or indirect ways,
and that will favorably react upon the economic condition of Amer-
ic, and those repercussions will reach here. It will help her cotton;
it will help her wheat; it will help her copper; it is bound to do so.

Now it seems to me it is a question primarily of expediency; of
figuring out in what way will a postponement, if it is found
necessary—and that is a question of examination; that is a
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question of research and of unbiased and hard-boiled judgment—to
what extent will a postponement, if found inevitable, be of least
damage to the United States, to the people of the United States and
to all the world, and to that confidence which is the most essential
thing upon which the trade of the world rests. My personal belief
is that the maintenance of the sanctity of contracts between man and
man is an absolutely vital thing for the economic life of every conn-
try and that no government can go on and be capable and potent
unless it has behind it a capable and potent and solvent country.
The direct resources of a goverment are drawn not from the air but
from the labor, the enterprise, and the capacity and the honesty of
the people over which it rules.

Senator JonuxsoN. You are saying, then, Mr, Kahn, in short,
that you think private debts should take precedence over govern-
mental obligations?

Mr, Kanx. If a choice must be made, I should say they should
cither take precedence or they should, at least, be put on something
slightly better than a parity. :

Senator JouxsoN. We have listened to all the argument you
have just made, which was very enlightening, of course. Was not
that for the purposc of demonstrating that private obligations should
take precedenee over governmental obligations?

Mr. Kans. T do not say it was for the purpose. Senator. I did
not volunteer any information, 1 was asked the question, and in
response to that question I gave the answer.

Senator Jouxsox, [ am not quarreling with it. T am delighted
to hear the answer. But T take it you were trying to demonstrate
that private obligntions shouli! take prececence over the govern-
mental obligations,

Mr., Koo~ T owas saying, and T ean not say it in any other
way——

Sonator Jonssoxs. (interposing).  Are yvou not able to answer
directly a question of that sort? Do you believe that private obli-
gations should take precedence over governmental obligations?

Mr, Kanx, That 1= putting it in rather a harsh way, Senator,
and T would like to avoid answerving it in that way.

Senator Jouxsox, It is putting it in a plain way.

Mr. Kanx, It is o situation that does not now confront us, and
I would like to avoid giving a hypothetical answer s to a hypo-
thetical situation. )

Senator Reep, Let me axk you sumething about a matter that does
confront us. The German Government owes this country nothing,
except the acenpation costs,

Mr. Kans. Yes, xir.

Senator Reep, The French Goverunent owes us a great deal,

Mr. Kanx. Do you see uny lack of a capacity in the French
Government to pay its debts to the United States?

Mr. Kanx, [ see no such lack of capacity.

Senator Reep. Then you do not advocate any cancellation of the
debt that France owes to us, do you? !

Mr. Kanxy. T have never advocated the cancellation of the debt.
T have stated in public—and I am on record to the effect—that
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if ever a nation is entitled to get its money back, the United States
from the point of view of justice was entitled to get her war debts
back at the figures mutually agreed upon. We went into the war—
the Allies called us Cru-aders—and we did our full share, God
knows. We asked for none of the spoils, and we got what we
asked for—none,

Senator Covzexs. Why do you call them war debts?  As a matter
of fact, all the war debt~ have been canceled. and these are post-
war debts.

Senator Reep. So far as France is concerned.

Mr. Kanx. Yes, though it has never been so stated and under-
stood in Furope.

Senator Reen. I would like to ask yvon, Mr. Kahn-—-

Mr. Kany (interposing). May I finish this, Senator, if you will
pardon me?¢ It seems to me that in plain justice, in ethics, we have
not a thing to apologize for in saying we want our debts paid. We
did our ful! share. But I do not think that it is merely a matter of
justice: it is now largely a matter of expediency, and I think it
should be dealt with as a matter of expediency. And that, also.
answers Senator Johnson's question. It is what at the moment ix
the most expedient or the wisest thing for America to do. In that
I put America first, I feel convinced that what is best for America
to do is also best for the world. At the present juncture, if ever,
the repercussion of the troubles of one country upon the other ix
strong and inevitable: the repercussion of the prosperity of one
upon the other is strong and inevitable.

I think what we should do, inasmuch as the question hax been
asked, and if T may «ay so without impropriety, is to a~certain most
diligently in what way. while maintaining the justice and the right
of our czure: and without apologizing for what we claim and are
rightly entitled to—in what way can we best ~erve that interest,
which is both the world’s interest and our own?

That is a very large question. It involves consideration~ not
merely of a financial but of a political nature. It necessavily and
rightly belongs mainly to statesmanship, and with all due respect,
Senator Johnson, I do not believe I should be called upon to answer
it categorically, because it is beyvond the province of a banker to
express himself categorically concerning a subject involving so many
elements which are not of a financial nature.

Senator Reen. Now if T may be permitted to carry on the ques-
tioning for a moment, T want to azk you some questions that o
come m the provinee of a banker.

You understand I am not talking about the moratorium of this
vear. Lut the suggestion that has been made so often. that we ought
to abate our claim against France in order to do this thing which
vou say is practically necessary and a wise thing, for her to abate
her claims against Germany.

Mr. Kanxs, Yes,

Senator Reen. Now that is what I want to ask vour opinion on
as a banker. You say you see no evidence of a realization in Europe
that we have, in effect. canceled all of our war debts in France.

Mr. Kanx. Yes, sir.
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Senator Riep. And that what we are elaiming from France now
is merely the repayment. in effect, of those advances we made after
the fighting was over.

Mr, KKanx, Yes,

Senator Reeo. To enable her to buy foodstuft~ and materials
which constitute her economie life,

Mr. Kanx, That is true, but they do not know it.

Senator Rekn. They do not know it abroad?

Mr. Kanx. No.

Senator Rerp. Now, Mr, Kahn, as a banker do you think it is
practically expedient or necessary for us to mche any further sur-
render to France, in view of her eapacity to pav, in order to buy
her to do the prudent and wixe thing toward Germany? Do you
think that is necessary ?

Mr. Kanxs, Senator, may 1 not include in my answer to that the
general statenient that T have made. that from the point of view of
abstract justice I think we have a 100 per cent case-—a 200 per cent
case; T think we have been generous beyond precedent. almost.  Per-
haps I may qualify that general statement somewhat in the case of
England, which country I believe is entitled to have a good word
said for her. They were the first to step up to the captain’s desk
and say, * We owe you a debt.  Give us the best terms you can.”
They have paid us thus far at a much higher rate of settlement than
any other nation, and their attitude toward the whole subject of
liquidating the financial consequences of the war has been broad-
minded. As a general proposition, I think, as I have said before,
it is purely a question of ascertaining what is the most expedient
thing for us to do, leaving the matter of sentiment, or abstract jus-
tice. in abeyance for the time being, and finding a plain and con-
vincing answer to the query : How can the world, including America,
best get out of the mess that it is in now?

Senator Reen. The European formula is very simple to get out
of the mess, and that ix by laying it on America.  You do not sub-
scribe to that, do you?

Mr. Kanx. I do not subscribe to that, Senator.,

If it were possible to find a way by which all these reparations
and war debts, which hang around the neck of the world like a mill-
stone, could be taken out and sunken in the deepest depth of the
ocean. I should welcome it unqualifiedly. But there is no such way
that I can devise or have ever been able to devise, bearing in mind
all the elements of the caxe.  And inasmuch as I do not believe any
one has suggoested a feasible way. the next best thing is to very calinly
and with great self-control, and great self-restraint, though with a
little swearing and cussing Leneath our breath, to try—without let-
ting ourselves be driven—to evolve something else which will come
as near as possible to being a really helpful and effective action to-

ard a solution of an almost unprecedented situation, when almost
everybody's nerves are on edge, and some are nearly frazzled. But
that, I am bound to repeat, is not primarily a financial problem,
though, of course, the financial question enters.

Senator Suorreince. One question, Mr. Kahn, This country has
outstanding nuny billions of dollars in debts,

Mr. Kanx. Yes, sir.
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Senator Suorininge, No banker or statesman, or alleged statesman,
hiere or elsewhere, has ever suggested any way by which Uncle Sam
could scale down those debts, nor has any such person suggested
repudiation by our country.

Mr. Kanx. No.

Senator Snortrivge. We propose to pay as we have agreed to pay.

Mr. Kaun. Yes, sir,

Senator Snortripee. And you hold, as I gather it, others should
ubsolutely likewise observe their legal and moral obligations?

Mr. Kanx, Certuinly, Senator. "Anything that may be done in
rossible mitigation of those obligations can he done, honorally, only
v mutual consent, based upon the recognition of the existence of

a grave and compelling emergency.

Senator Suorrkinge, And by consenting to a year’s postponement
of the debts due us from them, there is to be drawn no inference of
any willingness on our part further to extend or cancel the amounts
Jdue or to become due to us under constitutionally executed contracts?

Mr. Kanx. I think we should deal with that situation as and to
the extent that pressing and manifest emergency arises from time
to time.

Senator SszonvrmGe. But there is no inference to be drawn, by
consenting to a postponement now, that we will not go forward and
expect and ask that payments be made according to contract?

{r. Kanx. No, sir,

Senator Rees. And you do not think a temporary emergency
justifies & permanent reduction of those debts?

Mr. Kanxs. I do not, Senator,

The Cuairman. Mr. Kahn, you have explained three loans during
this morning hour. On this afternoon the committee can not meet
to hear your further testimony. If it is not too much to ask, could
you be here to-morrow morning at 10 o'clock?

Senator Jouxsox, Mr, Chairman, will you permit a briel’ state-
ment on wy part in that regard?

The Cuammas. Yes.

Senator Jonssox. I know nothing about what the procedure is to
be upon the floor to-dauy. I do know that there is no_disposition
upon my part to filibuster regarding the moratorium. I do, however,
intend to present my views to the best of my ability ; and I know of
others who would like to do likewise. It scems to me, from the
statements T have seen in the press—and 1 do not know whether they
are aceurate or not—they quote Mr. Watson, the Republican leader,
to the effect that we should be kept in continusus session, maybe all
night, and with that in view, I should hope that this investigation
might go over until after to-morrow,

%he Cuamyman, I shall ask the other two witnesses whether we
can hear them at a later time,

Senator Warsit of Massachusetts. Do you fuvor suspending until
after the recess?

Senator Jouxsox. I do not favor it, and 1 am willing to go on.
But, assuming that we meet the situation to-night such as has been
expressed in the press, it is not just to bring us here at 10 o’clock
to-morrow morning under the circumstances.
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Senator Warsir of Massachusetts. We can not finish with this
witness,

Senator Jonxsox. No. So may I appeal to the committee to let
to-morrow pass by? The day after that, or the day following,
or the week following, or any time will be agrecable,

Senator Gore. Senator Johnson, are you concerned to have the
investigation go on after the moratorinm is acted upon?

Senator Jonxsox, Oh, yes; I do think the investigation should

0 ON, .
& Senator Gore. It will then be largely a post-inortem.

Senator Warsn of Massachusetts, How many days do vou think
it will take?

Senator Jouxsox, Four or five days.

The Cnamsax, Unless we make better progress than we have
made so far it will take longer than that.

Senator Gore. Yes: I think so.

Senator Reen, I move, Mr. Chairman, that we stand in adjowin-
ment until January -+

Senator Jonxsox. I have no objection to that, so far as I am
concerned, .

Senator Suorrrinae, What was the purpose of this investigation?

Senator Joux=zox, Of course, the purpose was to get information
that might be utilized on the question of the moratorium; and also
the effect of foreign securities in this conntry.

Senator Warsu of Massachusetts, And remove misconceptions
about dealings with them.

Senator Suorrripse, 1 was in hopes that we could finish the inves-
tigation on this resolution before we passed on the moratorium.
That was the purpose of the resolution.

Senator Jonnsox. I will say to my colleague that was the pucpose
of the resolution, or one purpuose, but T think the investigation should
go on. And what are we going to do if we stay in session all night,
as has been indicated in the press?

Senator Couvzexs. I suggest, Mr. Chairman, you put the motion.

The Creamarax, The motion is that the investigation be postponed
until January 4.

Senator Ly Forerrre, Meo Kahn, have you totaled these sums
on those sheets so that you could give the total before you go? The
total amoumt floated, and the total profits?

Mre. Kann. Yes. Senator, as to the total amount floated,

Secator Gore. Would it not be a good idea to have Mr. Kalu's
statement printed in full, the whole statement, and have it in the
record, and the Senators can examine it during the recess?

Senator Covzexs. Mr. Chairman, Senator Gore makes the sug-

estion that Mr. Kahn’s statement be placed in the record and it can
e examined before we come back after the holidays.

Senator La Forrerre. Can you give that before you go?

Mr. Kanx, Yes,

Senator La Fourrrre, Would you do that before the recess?

The Cramman. Without objection, that will be done,

Senator Swontrinae. Then I object, for the time heing.

Senator Barkrey. Mr. Chairman, Mr. Kahn was in the act of
answering a question, which will take only a little time.
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The Cramyax, You may answer the question, Mr. Kahn.

Mr. Kanx, My firm issued or participated in issuing a total of
$1,136,000,000 of foreign investinents. We ourselves originated and
managed $557,570,000.

Senator Reep. That is included in the fivst total that you gave us?

Mr. Kaux. Yes; we pariicipated with J. P. Morgan & Co, in the
placing of $339,000,000. That is, in the total amount of $1,136,-
000,000. Of the $577,000,000 which we originated, about $200,000,000
has already been repaid or called for repayment, leaving outstanding
about $377,000,000. ’

Senator Reep. I call for a vote on the question.

Senator Gore. Have you handled any German bonds this year?

Mr. Kanx. This year? No, sir,

Senator Goke. National, State, or private?

Myr. Kann. No, sir.

Senator Lia Forrerre, You were about to make some statement
relative to the second question.

Mr. Kanx~. As to the profits on that transaction, I have not got
the complete details with me.

Senator La Forrerre. Will you furnish it for the record?

Mr. Kany. I will try to furnish it.

Senator L Forrerte, And will you, also, please furnish for the
record a statement of the general considerations which your house
takes into view before you negotiate finally one of these foreign
loans: and also a statement as to the amount of investigation which
vou make of their financial condition?

Mr. Kanux, Yes; I will be glad to.

(The figures and statements were furnished by Mr. Kahn. See
appendix.)

The Crairmax. All who are in favor of the motion—-

Senator Jounsox (interposing). Before you put ihat, Mr. Chair-
man. I want to =~ay this for the record: I am prepared to go
ahead with this investigation at any time and uuAer any circum-
stances, 1 have suggested that these two days be set apart because
of the statcments that have been made by the Republican leadership
as to the Senate being kept in continuous séssion after it meets to-day.
I want that distinctly understood.

Senator Reep. I eall for the question.

The Cuamirax. All who are in favor of the motion will signify
by sayving aye. Contrary, no. The ayes have it, the motion is
carried.

Senator SuowrrinGe. Mr, Chairman, I want this to go into the
record, that quite apart from the moratorium, I think it is advis-
able to resume as quickly as possible and finish this investigation
pursuant to the resolution introduced by my colleague and, there-
fore T object to a long continuance.

The Ciarman, I would like to say to Mr. Aldrich and Mr,
Kahn and Mr. Dillon, we will expect you here on the morning of
January 4, 1932, at 10 o’clock.

(Whereupon, at 12.05 o’clock p. m.. on Monday, December 21, 1931,
an adjournment was taken until Monday, Jahuary 4, 1932, at 10
o’clock a. m.)




ATPENDIX

Wao Buys ForeraeN Boxps?
By Dwigut \W. MoRrrow, January, 1927)
[Iteprinted from Foreign Affairs, an American Quarterly Review, 25 West 43d Street, New York])

A few months ago I was reading a Chicago Tribune on the train. With some
surprise I found recorded on the financial page the listed prices of 128 different
issues of foreign honds. I have a great respect for the judgment of the news-
papers. They print the news that they think people are interested in. When I
noticed that this great newspaper which serves the Middle West was recording
dailv market transactions in 128 different issues of foreign bouds, it seemed to me
a fact of some significance. I found myself speculating as to the number of
issues of foreign honds which had been quoted by the Chicago Tribune in the
edition published exactly 10 years before the date of the paper which I was reading.
I subsequently learned from the editor that the number was six. The comparision
between the number of foreign issues quoted then and now is an interesting com-
mentary on what has happened in the field of foreign-bond investment in the
past 10 vears.

Examining that long list of 128 foreign bonds in the Tribune, I discovered that
governments, municipalities or corporations of some 30 different countries were
represented—countries scattered all over the world. The list included the coun-
tries of our own hemisphere, Canada, Cuba, Brazil, Argentine, Chile, Peru, Bolivia,
Uruguay; nations abroad with whom we fought and against whom we fought,
Great Britain, France, Italy, Germany, Austria, Hungary; governments in the
Far East such as Japan and the Dutch East Indies; and cities as widely separated
as Copenhagen and Montevideo, Tokio and Marseilles,

The contemplation of the extent and variety of America’s investment in foreign
honds, gives rise to three questions: Who buys these bonds? Why do they buy
themn? What do they get when they have hought them?

Who buys foreign bonds? This may seem to be an easy question to answer,
but it is not. When a foreign loan is offered to American investors, the managing
house in New York, or Boston, or Chicago enlists the cooperation of perhaps
five hundred or a thousand investment bankers scattercd all over the United
States. It is the function of the local investment banker to find the man or
womnan with savings and to show that man that it is to his interest to exchange
his savings for the promise of a foreign government. It is this ultimate saver
who really extends the credit to the foreign government. The managing house
rarely ineets the ultimate buyer of the bonds; it is to the five hundred or thousand
investment houses that we must go to find his name and characteristics. These
investment houses have developed their own clientele of investors. That clientele
is changing constantly, dependent upon the character and the ability of the
investnient house and the record for successful judgment that it has established.
Moreover, it is considered somewhat impertinent for one to ask an investment
house to whom the bonds are gold, as such information is carefully guarded. The
local investment bankers have tried to teach certain people to save, and they
expect to attract the future savings of these people by xelling them more honds.
They do not want investigators prying into that part of their business without
a very good reason,

In the swnmer of 1924 when I was asked to speak at Williamstown at the
Institute of Politics, I tried to find an answer to this question of who buys foreien
bonds. Taking two recent foreign government loans, the issue of which had
bheen managed by the firm of which I have the honar to be a member, we inguired
of three investment houses doing business in ditferent parts of the country as to
the nnmber of persons to whom they had sold these bunds.  The loans were the
£25,000,000 Austrian Government guaranteed loan and the $150,000,000 Im-
perial Japanese Government external loan of 1924, The results of our inquiry
showed that through these three houses 409 people participated in the Austrian
loan, the average investment of these 409 people being $2,350. Through the
same three houses, 1,741 people })articigated in the Japancse loan, the average
investent of these 1,741 people heing $3,1

The results of the inquiry as presented to the students of international rela-
tions at Williamnstown scemed to be of interest, and later in 1924, at the request
of the president of the Investment Bankers Association, we extended the inquiry

151



152 SALE OF FOREIGR BONDS OR SECURITIES

to 24 houses (still covering only the Austrian and Japanes:c loans, however!.
This investigation confirmed, in a general way, the results of the earlier one.
For one thing, it disposed of the idea that offerings of foreign bonds are taken
solely by wealthy individuals or large institutions, It showed, on the contrary,
that these foreign bonds are being bought by large numbers of persons of moderate
means., The 24 honses had 2,965 customers who made an average investinent of
$2,994 each in the Austrian hbonds. The 24 houses had 8,211 customers who
bought Japanese honds, making an average investment of 33,905 each,

Finally in the spring of 1926, we broadened the inquiry by obtaining a similar
analysis of their sales of three additional foreign government loans. The results
of the earlier inquiries might perhaps be subject to criticium by statisticians,
heeause they covered so few bond issues and because, particularly as to the first
inquiry, so small a ‘“‘sample” of the investment houses which distributed the
loans was taken. But in this latest inquiry five loaps aggregatiug $380,000,000
were covered. Moreover, the 24 houses sold an aggregate amount of $91,031,800
of these five issues, or about 25 per cent of the total amount. These 2% invest-
ment houses who courteously furnished us with the sales analysis which we
sought are located in different parts of the country from Portland, Me., to Port-
land, Oreg., and from Minneapolis to New Orleans, From our own knowledge of
the character and distributing ability of the investment houses of the country,
we feel reasonahly confident that these houses sclected for analysis constitute a
fairly representative cross section of the entire group of investment houses
throughout the conntry.

Our analysis of the sales of these 24 houses covered five separate foreign gov-
erninent loans, the issue of which was managed by J. P. Morgan & Co., alone or
with associates, These loans were offered to the American public within the
gast three and one-half years: The $25,000,000 Austrian 7’s in June, 1923, the

150,000,000 Japanese 6¢’s in February, 1924, the $110,000,000 German 7's
in October, 1924, the $45,000,000 Argentine 6’s in June, 1925, and the $50,-
000,000 Belgian 7’s in June, 1925. The results of this inquiry are shown in the
table printed on the following page.

This table shows, first, the proportion of each issue sold by the 24 houses.
Next, is shown the total number of sales and the total amount sold of cach
issue by the 24 houses, and the average amount of each sale made by the 24
houses. If we may assume that these houses constitute an adequate ‘“‘zsample,”
we may extend these figures to cover the entire amount of each issie and obtain
the following results:

Distribution of five forcign governmicnt bond issues by 24 representative American
bond houses

$150,000,000!
$25,000,0001 Japapese 1$110,000,000!) $45,000,000 50,000,000
Austrian | Govern- (ierman | (iovern- Kingdom
Qovern- ment external ' ment of | MRG0T
ment guar- | external | loon 7 per | the Argen- | %o gor oy
anteed loan! loan 6}z per cent jtine Nutlon| joon’s nar
7 per cent | per cent bonds | esternal . 08T DS
honds, bonds Octoher, , 8 per cent June, 1925
June, 1923 | February, 1924 f June, 1925 .
1024
Proportion of entire issue sold by the 24 i
housSes......noceeeceiaiaaas per cent.. 35.5 214 o 33.0 213
Total sales: '
Number of sales. . ..number... 2,965 8,211 o 654 1 4,431 2,832
ATorans oovauiat af each sle T warewr| S0y | SHARIN | Ah iz U | T ML 10,785,000
---.do.... ) 3, 14 E
Sales $100 to $5,000: ' '
Number of sales...._........number.. 2,071 7,265 6,432 2,724 2,453
Per cent of total number per cent.. L1 83,4 90.0 9.4 86.6
Amount sold......... ...dollars..| 5,579,900 | 14,170,800 ; 13,049,900 | 6,351, 500 !' 5, 541, 500
Per cent of .per cent.. 2.9 442 53.6 [E54 1.4
Sales 85,100 to !
Number of sales number.. 207 400 133 A32: 269
Per cent of total number. . ._per cent.. 6.9 7.4 5.6 13.5 ¢ 9.5
Amount sold...... cerereeand dollars..| 1,761,900 | 5,305,300 | 3,%47,400 | 4, 132, 500 2, 483, 500
Per cent of total amount... - per cent.. 10.8 i6.5 15.5 8! 3.0
8nles over $10,000: ;
Nuinber of sales. ............noumber.. 87 340 289 175 110
Per cent of total number. . ._number.. 3.0 4.2 3.5 5.1, 3.9
Amountsold................. dollars..; 1,535,000 | 12,503,100 | 7,481,000 | 4,358,500 ; 2,760,000
Per cent of total amount...._. per cent.. 172.3 39.3 30.6 2.5 | 25.6

1 Part of a larger international loan,
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Distribudion of give Joreign governmend bond issues IZ" 24 repiesentative American
bond houses—Continue

Ladivatea| Unticated
! Avernge
Nnie of issue mtn(x’rt‘.‘llver amount

y ufeach
of huyers sile

8, 350 ¥, 044
5 L

Austrian?'s..... - e

Japapese t¥o's, .. 35,412

Gierman s ... . 34, 440 3,104

Argentine #'s . B 10, 351 4,315
. - 13, 130 3, 808

Belgian 7's

The above fizures confirm those of the earlier inquiries as to the large number
of sales made and the moderate average amount of each sale.

The table opposite nest shows a classifieation of the sales of the 24 houses into
three groups aceording to the size of the sale made. That we are dealing with a
muititude of smal! investors rather than with a few large investors is further
demonstrated by this clussification of the sales. It will Le seen that from 80 to
90 per cent of the munber of sales in the case of each issue were made to investors
whose purchases were limited to $5.000 or less.  Only from 3 to § per cent, of the
number of sales for each issue were made in amounts over $10,000. [t is clear
that in munber the large investors were relatively unimportant.

But the consideration of only the number of small aud large investors might
present an exaggerated impression of the importance of the small investor. This
is unnecessary, as he is quite important enough without any exaggerating, There
is, obviously, a ditference hetween a comparison of the number of small and large
investors and a comparison of the aggregate amounts purchased by each group.
The number of small investors might be very great but a few very large sales
might still result in muking the large investor the more important factor in dis-
posing of an issue.

Our analysis of the sales of the 24 investment heouses also covered, therciore,
the aggregnte amount of bonds sold to investors in each of the three groups, from
which could be ascertained the ratio which the aggregate amounts sold in each
of the groups bore to the total amounts of each issue sold by the 24 houses.
Examining them, we sce that a good deal depeuds upon where the line is placed
between the small and the large investor. If we draw the line at $5,000 it is
apparent that, while the group of large investors taking more than $5,000 each is
relatively small in number, it is by no meaxas negligible with regard to its aggregete
purchases of forcign loans. Comparing the two groups, both on the basis of
number of buyers and on the basis of the total amounts of the issues purchased,
we have the following summary from the figures:

Percent
Percent ';&2?
%:gf amount of
. pumber | the issue
Nume of issue otbuyers c :zlsl;d
‘:h&"{“’k by buyers
5,000 o lwho took
$5,000 or
less

. Percent | Per cent
Austrian e erareas meeammacsieeece-tesesecnneseamceesctnecamnioe naecarasona .1 62.9
Japanese 613's
Qermani's. .
Argentine 6's
gian 7"

I present all these statisties with somne hesitation because they nceessarily are
hased upon a method of sampling and I well reatize how difficult it is to obtain
representative samples for any statistical work, and how difficult it is to draw
proper conclusions from such samples without danger of distortion, Having
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made such reservations, however, it would seem reasonable to draw the con-
clusion from the statistics presented, that more than 85 por cent of the peopie-
who bought these foreign bonds purchased them in small amounts ranging from
$100 to $5,000, and that s[bpm,\'imatoly 50 per cent of the total amount of thes
foreign issues was purchased by these small investors.

The investment in these foreign loans represents the savings of the person wia
spends less than he produces, and thus creates a fund which he is able 10 iy
over cither to a domestic or to a foreign borrower if he is satisfied wirh: thag
borrower’s promise. These savers live all over the United States.  When we
talk about the person who is investing in foreign bonds we are not talking abonr
a great institution in New York or Chicago, or Boston. We are talking about
thousands of people living in all parts of the United States.  We are talking ahout
school teachers and army officers and country doctors and stenographers and
clerks. The man who invests in a foreign bond may be rich or he may be poor.
That is all according to our standard. Fundamentally, however, he is a persar:
who has saved something, who is doing without something to-day in order
that he or his childien may have something to-morrow. Before he invests in
the bond he has moneyv which gives him a present command over goods and
services. He is willing to transfer this present command over goods and services
to the horrower, thereby giving to the borrower the right to buy goods and
services,  Of course, the investor resnumes the command of goods and services
at some future time when he is repaid his loan.

The person who invests in foreign bonds is probably the same person wiwo
invests in domestic bonds. All that the investment banker in a large city or in
a small city does, all that an international bankcer does, is to gather up little
rivulets of savings and put them at the disposition of somebody who needs the
capital and is willing to make a dependable promise to pay interest upon that
horrowed capital from time to time and to repay the principal at the due date.
The answer to the question about who buys foreign bonds is clear. The pur-
chasers are people all over the United States who are investing their savings. [If
the investment in these bonds is helping American foreign trade, it is this saver
of money who should be thanked. If the investment in these bonds is helping
the restoration of the rest of tte world to a normal condition, it is this sav.r of
money who is entitled to the credit.

Now, the second question, why did these people lend money to Austris, or
Japan, or Germany, or Argentine, or Belgium? Here, statisties are of little value.
Men have not yet found a method of measuring the motives of other men. In
fact, it is difficult enough to know our own motives. Perhaps, however, we may
be helped in answering our question if ‘we ask another question. Why does
anybody make an investment in one particular security rather than in another?
The considerations in the minds of most investors are, first, the safety of the
principal and, second, the size of the interest yield. It should be horne in mind
that the investor is the man who has done without something. He has done
without something that he might have presently enjoyed in order that, in the
future, his family may have some protection when he is gone, or in order, perhaps,
that a son or a daughter may go to coliege. This investor wants to bhe certaii.
that he will continue to receive income on the bond which he buys. He wants
that income as large as is consistent with safety. Above all, he wants the prin-
cipal returned tc him on the day of the maturity of the bond.

It can not be asserted, however, that sentiment plays no part in our invest-
ments, It does. Many men in this country bouggt German bonds, after the
successful launching of the Dawes plan, not only because the interest rate was
attractive and the principal seemed secure, but because they felt that they were
thus associating themselves in a fine venture to help Europe back on her feet.
But after all proper weight is given to such considerations as these, the questicn
of safety of principal and of interest, and the attractiveness of the rate of interest,
remain the considerations uppermost in the mind of a man who has done without
the present use of his own money and is investing that money in order to protect
the future of himself and of his family.

If that be true, how is the investor to form an intelligent judgement as to the
safety of his investment? How does the man in the Middle West, who responds
to an invitation from his investment banker to buy an Austrian or a Japanese
bond, know that his investment is safe? If he should be asked this question, I
think that he would put in the very forefront of his reasons for making the invest-
ment the fact that he had confidence in the banker who offered him the invest-
ment. After all, the peo;l)_le who buy bonds must rely largely upon the judgment
of the offering houses. They must believe that their investment banker would
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not offer them the bonds unless the banker believed them to Le safe. This
throws a heavy responsibility upon the banker. He may and does make mistakes.
There is no way that he ean avoid making mistakes because he is human and
because in this world things are only relatively secure. There is no such thing
as absolute security. But while the banker may make mistakes, he must never
make the mistake of offering investments to his clients which he does not helieve
to be good. Moreover, when a banker directs savings into an investment he
should believe that the borrowed money is to be put to a constructive use. To
the cynic that may sound somewhat idealistic. It is, however, just plain common
sence. No banker who wants to stay in business throughont the years wants to
lend money to people who are not going to use it for a constructive purpose.
The use to which the money is put is a very important factor in determining the
all])ility of th(‘e borrower to pay his interest promptly and to return, at maturity,
the principal.

An attempt has been made to answer the first two questions: Who buys these
foreign honds and why do they buy them? There remains what is perhaps the
most interesting question: What does an investor get when he buys a foreign
bond? In 1924, 40 persons in a western city put $100 apicce into a Japanese
bond maturing in 1954. What did those people get for their money? They got a
promise. And mark you, that promise was the promise of a group of people
associated together on the other side of the earth. Moreover, so far as the promise
relates to the payment of the principal of the bond, the promise does not mature
in time to be kept by the particular members of the group who originally made
it. It is a promise designed to be kept by the children of men now living. Yet
somehow or other the banker who offers that bond and the investor who buys
that bond rely upon the people of Japan taxing themselves a generation from now
in order to pay back the principal o}) that loan to the children of the person who
invests in the bonds to-day. At first blush it is a startling idea. It is particularly
startling at this time when so many people are saying that the various nations of
the earth have lost faith in each other. Here we have printed in a middle western
newspaper the record of the day’s dealings in 128 foreign bond issues. Individuals
in America are taking their own money, with its present command over goods and
services, and surrendering that command to nations on the other side of the earth,
and they rcceive in exchange for it a promise. The question may be asked:
Nothing more than a promise? To which answer may be made: Nothing less than
a promise.

I remember reading some years ago a letter of Thomas Bailey Aldrich written
to William Dean Howells. Aldrich is writing of a friend who has just died, and
whose body is resting in **a dismal London burying ground.” He says to Howells
that it is not worth three pins to be a great novelist or a great general or a great
anything else. Then he winds up his letter with this whimsical expression:
“Yet with a sort of hopeful vivacity I have just bought two § per cent railway
bonds that expire in 1967. Who will be cutting off the coupons long before that?
Not 1.”” There was Aldrich, despondent because of the transitoriness of life,
taking his savings and putting them in railway bonds that matured long after his
life would end. Every day investors are buying bonds, domestic and foreign,
although they have every reason to wonder who will collect the coupons. Human
lives stop. Promises go on. The civilized world today is run on the basis of a
belief in prowmises. Whatever our doubts about the meaning of modern diviliza-
tion, we may at least tuke some cormfort in the trust which men show in each
other’s promises.

It was not always so. Early trading began with physical things. The man
who had something to scll kept a tight hoid with one hand upon the thing he was
giving up until he got & tight hold with the other hand upon the thing he was
getting in exhange for it. Little by little men learned to trust one another.
Markets were developed in which men sold by samples.  In such a sale the seller
must produce a sample of the thing which he is contracting to seil; the quantity
ﬁreeé) to be sold is later delivered and the buyer makes payment therefor,

utual promises had to be kept to make such & trade effective. Finally, we
have reached the stage of civilization when we buy and sell promises. No man
can play an important part in modern comnmereial civilization unless he respects
his promiges in letter and in spirit. That is true in all of our day to day transac-
tions. We want no commercial dealings with people who can not or will not
keep their promises. The keeping of the promise is the fundamental virtue of
commercial life. Therefore, when one says that the purchaser of a foreign bond
has nothing more than a promise, the answer can be made in all seriousness that
he has nothing less than a promise.
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It is apparently believed by some that loans to foreign governments made by

our citizens throw upon our own Government the responsibility of using the arrned
forces of our Government for the purpose of collecting the debts. From leading
government officinls of both Great Britain and the United States we have had in
recent. years quite clear pronouncements upon this question. In a debate in the
British Parliament in December, 1902, during the controversy with Venezuela,
Mr. Balfour, the Prime Minister at the time, said:
t ‘1 do not deny, in fact I freely admit, that bondholders may vecupy an inter-
national position which may require international action; but I look upon such
action with the gravest doubt and suspicion, and I doubt whether we have in
the past ever gone to war for the bondholders, for those of our countrymen who
have lent money to a foreign government; and T confess that T should he very
sorry to see that made a practice in this country.”

Mr. Root, then Secretary of State, speaking in Bucnns Aives in 1906, made the
following statement:

“The United States of Ameriea has never deemed it to be suitable that she
should use her Army and Navy for the collection of ordinary contract debts of
foreign governments to her citizens.  For more than a century the State Depart-
ment, the Department of Foreign Relations of the United States of Ameriea,
has refused to take such action, and that has hecome the settled poliey of our
country. We deem it to be inconsistent with that respect for the suvereignty
of weaker powers which is essential to their protection against the nggression of
the strong. We deem the use of force for the collection of ordinary contract
debts to be an invitation to abuses in their necessary results far worse, far niore
|vnnet:ull"to humanity tian that the debts contracted by any nation should go
unpaid.

The foregoing expressions of Mr. Balfour and Mr. Root are important not only
hecause of the high official positions that these eminent statesmen held at the
time but also becanse of the great weight which properly attaches to their personal
opinions upon a question of this kind. But however valuable such expressions
may he, either as a statement of the national thought at the time or as a means of
influencing the public thought of the peoples to whom they are addressed, such
oxpressions do_not necessarily constitute international law or even a hinding rule
of conduct. The declarations of statesmen are pcrlm‘)s more likely to express
the ideals than the practices of nations. International law, however, is 1 gradual
growth, based upon customn and conduet. When customs become so well settled
that their violation excites the general disapproval of civilized men, we have a
real bhasis for international law. Now, he who secks to know the custom of
nations with respect to the enforcement of contract debts against another gov-
crnment enters & most difficult field. It is hardly surprising that the causes of
war are never fully known to the actors. But the long, painstaking work that
must be done by unbiased historians hefore an approximation of the truth can be
ascertained must make any candid person almost despair of a complete conviction
as to causes. I have not been able to find a clear case of a nation going to war
for bondholders. It is only fair to say, however, that contract claims against a
foreign government have often been joined with claims for other injuries, or with
larger questions of political policy, and that so joined they have heen made the
basis of armed intcrvention. I have immediately in mind the military operations
against Mexico in 1861, against Egypt in 1880, and against Venczuela in 1902.!

I have neither the competence nor the desire, however, to discuss from the
point of view of the international lawyer or the historian this alleged practice of
using armed force to collect contract debts, A ditference will readily be noted in
the treatment of claims arising out of injuries inflicted upon Eersons or upon their
physical properties and claims growing out of contracts. Where the wrongful act
of a foreign government inflicts injury upon a person or upon his physical prop-
erty, the law of nations seems to recognize the propriety of a demand for repa-
ration, Contract claims, however, have not been treated in the same way, thoug
nations have on occasion made oflicial and unofficial representations regarding
violations of contracts and failure or refusal to pay bonded indebtedness. They
have also broken off diplomatic relations with the delinquent country as a means
of enforcing payment. Natious have also repeatedly submitted bond claims to
arbitration. They have also, in rare cases, used measures of force short of war,
such as reprisals and that curious procedure known as pacifie blockade, President

. 1 Mr, Hardley Withers, formerly editor of the London Economist, apparently believes that the default
in the g‘anypuan honds was used for a politicl ymirpose. He states that “‘the bondholders were cetmlnlr
benefited, but it is in my bellef that thov might have whistled for their money until the crack of doom It
it had not been that their claims chimed in with Imperial policy.” International Finance ( 1416y, p, 104,
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Jackson, in 1834, in connection with certain damage claims not related to bond
obligations, actuaily recommended reprisals. And in 1902 Great Britian.
Germany, and Italy enforced certain demands against Venezuela, which included
the payment of bond obligations, by a pacific blockade. The advancing interest
of civilized governments in this whole question is evidenced by the action taken
at the Second Hague Peace Conference in 1907. That conference adopted a
Conventicn respecting the limitation of the employment of force in the recovery
of contract debts the pertinent part of which reads as follows:

‘““The contracting powers agree not to have recourse to armed force for the
recovery of contract debts claimed from the government of one country by the
government of another country as being due its nationals.

““This undertaking is, however, not applicable when the debtor State refuses or
neglects to reply to an offer of arbitration, or after accepting the offer prevents
any ‘compromise’ from being agreed on, or, after the arbitration, fails to submit
to the award.”

This convention seems to assume that there was a right to use armed force to
collect contract debts hefore the adoption of the convention. Certainly, if
Mr. Root is correct, no such right was ever exercised by the United States.
What is perhaps more important, the second paragraph seems to imply that a
formerly existing right to use force to collect contract debts is still to survive if
and when the specified conditions are applicable. It is not surprising, therefore,
that very generally the Latin-American countries in adhering to the convention
made reservations which neaatived their consent to the use of armed force against
them even though the conditions of the second paragraph had come into existence.
Although some critics of this convention have questioned whether the subject
was left in an entirely satisfactory situation, there can be no doubt that the
delegates to the convention were earnestly seeking to put some limitation upon the
use of armed force which had not been accepted by all nations theretofore.

I am writing, however, from the point of view of the investor. Investors, as
much as any group of people in the community, are interested in seeing the
policy announced by Mr. Root in 1906 scrupulously carried on. Investors who
buy foreign loans are in a position to appreciate what a fruitless remeay for
breach of contract war is. The establishment of the principle that nations are
justified in going to war where the sole issue is the collection of a debt would
be not only most hurtful to the nation at large, but, in the long run, would prove
injurious to the property interests of the hankers who sell and the investors who
buy foreign government loans. Is there any one who thinks that if a man owes
him money and can not pay it, there is profit in going out and killing the debtor?
Entirely apart from the immorality of putting human lives to the hazard of
modern war where the sole issue is a pecuniary claim, there is a conclusive practical
reason against such a source in that war in the great majority of cases does not,
and can not, accomplish the desired result.

Loans are made to foreign governments in reliance apon the capacity and the
good faith of those governments. The intelligent investor recognizes that in the
long run a government which defaults upon its obligations hurts itself even more
than it hurts its creditors. Even in cases where specific taxes or customs are
allocated for the service of a loan, the main reliance of the creditor must be upon
the desire of the debtor government to maintain the particular revenues and
keep them available, Even when a foreign expert is placed in charge of revenues,
the arrangement is helpful only when made with the hearty concurrence of the
debtor government, and with the belief and expectation on the part of the
debtor government that the fiscal arrangement will redound to its own advantage,

If the foregoing he true, how safe are these investments? To my mind that
inquiry is much the same as an inquiry as to the safety of a domestic bond
Some domestic honds turn out to be good and some turn out to be worthless,
There is no reason to expect that it will be otherwise with foreign bonds. Those
nations who are borrowing in America because they actually need the money
for a constructive purpose; who have a solidarity of national feeling and a sense
of the meaning and the value of national credit; who are not incurring obliga-
tions beyond what may fairly be considered their capacity to handle; all those
nations may be expected to pay their debts. Here again the responsibility rests
heavily upon the investment banker in recommending investments. The banker
must never be lured, either by the desire for profit or by the desire for reputation,
to recommend an investinent which he does not believe to be good. But, funda-
mentally, the reliance of bankers and investors is upon the capacity and, above
all, upon the good faith of the foreign government, The foreign government
must be able to pay, and it must want to pay.

92028-—31—PT 111
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If it is true that it is upon good faith that lenders to foreign governments
primarily rely, it is no less true that it is upon good faith that lenders rely in
almost all of their domestic dealings. Of course, there is a sanction ultimately
applicable to domestic contracts. The pr«:iper legal steps may be taken; the
breach of the contract may he proved; and execution may be issued through
the sheriff. But we do not in aractice put much reliance upon the help of a
sheriff in enforcing contracts. ‘e do not willingly deal with one upon whose
property we expect to levy execution. When we need the sheriff to help collect
a loan, we recognize that our venture has turned out a faijlure. We are then
simply trying to save some planks from a shipwreck. In the overwhelming
majority of business transactions, we rely upon the ability and the willingness
of the debtor to pay. On no other principle could modern husiness he conducted.

There is no international sheriff. But there still remains our reliance upon
good faith, our reliance upon that law which is older than statute law—the ac-
knowledged custom of mankind. The credit of governments ix not easily built
up. It may easily be shattered. And it must never be forgotten that there are
rules of conduct accepted by the silent approval of civilized man, the breach of
which hurts the one committing the breach much more than the one against
whom it is committed. If good faith can not be relied upon it is hetter that the
loan be not made. The words with which Hugo Grotius closed his great hook
more than 300 years ago are true: ‘‘ Not only is each commonwealth kept together
by good faith, but that greater society of which nations are the members. If
faith be taken away, the intercourse of men is aholished.”
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June 2,1925 | Argentina . ler’ s'egt. bonds duc June | $45,000,000 | $41. 735,560 | 96 None. | None. | 10, 21 Nouw, None. 2, ™2l
Sept. 22,1925 . do... _. |6 pﬂ; g‘;:t bonds dio Oct. | 29,700,000 | 27,420,500 | 961 None. ; None. | 1 2| None. None, 2 Pt I
Apr. 21926 § . do....... 6 per g;r'n bonds due May | 20.000,000 | 18, 588,000 { 9% Notie. | None. { 11 2 { None. Nane. 2 662 1 3)
Sept. 30,1926 ... __do . _.|6 pﬂ'cam. bonxls due Oct. | 16,900,000 | 15,836, 700 | 9814 None. | None. | 114 2| None, None. @ 507 | sty
Jan. 34,1927 | do.. _. |6 permnt bonds due Feb. | 27,000,000 | 25, 545,000 | 9%, None. | None. | 11 2| Nene. | None. 2 645 | 3L,
Apr. 2®,1827 | .. do.......| 6 Ee:g:?t honds due May { 21,200,000 | 19,997,000 | 9¢ Nonc. | None. | 112 2 | None, None. 2 623 | 315
July 16,1925 | Australia....| 5 per cent bonds due July | 75,000,000 | 73,968,000 | 991.. I 1 Y 3 1u 125 1y 8613
Aug. 24,1827 | do. _._.. ﬁpg;cg.;st bonds due Sept. | 40,000,000 | 35,345,000 | 98 18 1 *n 3 L. 124 i 820 ¢ 23
May 81928 |..... do....... 45;' p%r cent honds duc | 50,000,000 | 49,738,000 | 923» wl 1 34 3 1. 14 14 unt | 2t
June 11,1923 | Austriz.... .| T phgrnzcvlnlhfguk due June | 25,000,000 | 17,959, 100 | 90 None. | None. | 134 i 137 ; None. None, | K 773 | 44
July 15,1930 {._.. . do.......'7 ;lb[-r!:::ul. honds due July | 25,000,500 | 24,279,000 | 9% 5 ] 13 3] I ] 118! 2 A1
June 1,197 | Belgium. .. l :)cr‘ '(-ent' bonds due | 50, 000, 000 (O] i, None. | None. | 1 L] 1 12 4 e | 6
Jan. 24,1921 | . _do.. .. x;;lrn&:ftlﬁ};‘ds due Feb. | 30,0600, 000 ) 100 None. | None. | & 1 i N 4 2006
Sept. 2,192 | ._..do.. ... sri"‘i%"'c-i&tg honds duc | 30,000,000 | 26,737,000 | 94 duo 211 3 . 2 2 655 |4
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1831 i e jissi group | COm | which jtiibutingi “oo
com- 1 e et Y spread
com- mission miseon | are de- o
ducted) n
Per cent Per cent Per cent| Per cent Percent
Oct. 23,1926 | Belgium.... 7|;e1;eenthondsdueNov. $50, 000, 60C | $47, 806, 500 | 94 23 2] 4 4 % 13 214 800 |4
Apr. 25,1922 | Canada..... Sxiér‘cent bonds due May | 100, 000, 00¢ | 100, 000, 000 Hloo None. | None. | % [ 33 32 114 904 | 234
Feb. 20,1920 | Manitoba...! B;iéteent bonds due Feb. | 2,498,000 (0] 93%3§00) None. | Nope. | 12 5 | None. None. 2 [¢9] 215
Apr. 2,1920}.....do 6|li»ree:it notes duo Apr. | 2,850,000 ) 9584100| None. | None. | 14985000 5| None.| Nore Bs| @ | 299000
Feb. 15,1291 | Chile. ...... S per cent bonds due Feb. | 24,000,000 ® 0 None. | None. | 1 6 | None. | Nore. 4 6|5
Jan, 15,1923 | Cuba....... Snforuntbondsduelan. 50,000,000 | 26,452, 500 | 9934 None. | None. 4800 8 | None. None 2 813 | 243400
July 11977 ] ... do....-. 516 per cont bonds July 1, { 9,000,000 | 5,400,000 [101.122 | 695000 1§ 3%000 1 | None. None. 34 1 632,
v 1028-1067 (3900,000 lué ! 10 1973000
annually)
Sept. 3,1920 | France...... Rpg'nl:embondsdua Sept. | 100, 000, 000 () 100 None. | None. | 1 4 1 36 4 8|6
May 27,1921 |..... do...... 7}& per eent bonds due , 100,000,000 , 6¢,805, 500 | 95 None. | None. 35 15 50 4 715
June
Nov. 24,1924 |..... do. ..... 7pet ssgt bonds due Dee. | 100,000,000 ; 70,740,900 | 94 b3 2 35 1 123 3 958 | 5
Oct. 14,1924 | Germany. .. ?per]eg:ltbonds due Oct. | 110,000,000 | 76,759,400 | 82 1" 1 1] 10 14 146 3 LS5
June 12,1939 {...._ do...... 5}% per‘ efﬂnnt. bonds due { 98,256,000 | 95,670,500 | 90 % 1 “H n 1% 145 21 1,011 | 4
une 1, 1945,
Nov. 20,1925 | Italy TI;e\'lgg{It bonds due Dec. | 105,000,000 [ 89,270, 100 | 8415 3234000 1] 773000 3 3% 127 3 935 | 43¢
Credit consortium:
Mar. 22,1927 [...._ do...... 7 per celntxgonds due 4,500,000 | 2,849,000 { 9634
Ar. 1,
7 er Gont bonds due | 7,500,000 | 6,580,000 | 9534 ' 1] 1o 3| None.|{ None 2 264
Mar. 29,1927 | Rome........ 612 per cent bonds due | 30,000,000 | 27,442,500 { 91 23 2 4% 3 1 29 2 214
. Apr. 1, 1952,
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Feb. 11,1924 | Japan....... 613 cent bonds due | 150,000,000 | 133,093,300 | 8234 1334000

% eper, e 1 8574000, 4 1 125 3 e0045
eD. 1, 3
May 12,1930 |..... do....... 513 bonds due May 1, 1965.] * 50,000,000 | 71,000,000 | 90 15 1 4% 5 14 92 214 808 |4
Nov. 23,19% | Yokohama.. s;laerlsgptboudsduwec. 19,740,000 | 18,776,000 | 93 [ i &% 5 1 10 214 662 | 4
Mar. 21,1927 | Tokio ...... 5}% ‘,’e‘;‘.ﬁ"g.?f bonds due | 20,640,000 | 19,437,000 | 5935 io 1] 33 5 3% 10 2 818 | 33¢
ct. 1, .
June 26,1931 | Taiwan._... Eleetric Power Co. 5!3 | 22,800,000 { 22,800,000 [9335 Tée 1 320 5 ¥ 13 2 396 | 33
pell' 1)c_gslnt bonds due July
1 k.
Aug. 1,192 | Switzerland. s;lx'ui%n notes due Aug. | 20,000,000 ® 973%j00] None. | None. 3% | . 9|Nome.| None. 134 265 | 214
Apr. L1924 ... do....... sy{ per "‘ﬁﬂ% bonds due | 30,000,000 | 30,000,000 [s9715 Zio 2| a4 7| None, | None. 234 562 | 335
apr. 1, 3
t Redeemed.
1 Matured

for £3,800,000. Bonds of the 4 per cent sterling

31n addition to the $50,000,000. Bonds publicly offered $21,000,000. Bonds werc exchanged for account of the original grou‘;; or & 9. ofthe t ) A
e total commission was redu rom 4 to 2} per

loan due Jan. 1, 1931, under the control of the Imperial Japanese Government. 1n respect of the $21,000,000. Bonds exchanged, t
cent. Giving elfect to this exchange for account of the originsl group, the total managing commission amounted to 284§000 per cent

and the total original gronp commission amounted
to 194%4 000 per cent.
+ Per cent.
SUMMARY
Principal Principal
amount of amount of
Government and municipalities: bonds offered Government and municipalities—Continued: bonds offered
Argentina ememeccacacccemscemreensesnirmasasasarecssmancernan $159, 800, 000 Italy
Austria. , 000, 000
Australis 165, 000,000
Belgium. , 000,
C - - 105, 348, 000
Chile... 24,000, 000 Total....
Cuba... 59, 000, 000 Retired to
France..... 000, 000 i — e
Germany__. . 208, 250, 000 Outstanding Dec. 16, 1031............o.o L --- 1,369,297, 900
Great Britain . R None.
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Partners in the firm of J. P. Morgan & Co., December 21, 1931: J. P, Morgan,

Edward T. Stoteshury, Charles Steele, Thomas W. Lamont, Horatio G. Lloyd
Thomas Cochran, Junius Spencer Morgan, jr., George Whitney, Russell Corne
Leffingwell, Francis D. Bartow, Arthur. M. Anderson, William Ewing, Harold
Stanley, Henry Sturgis Morpan, Thomas Stilwell Lamont, Henry Pomero
Davison, Thomas Newhall, Edward Hopkinson, jr., and Seymour Parker Gilbert,

The following were participants in the original group on the issue of $100,000,000

Government of the French Republic 25-year external gold loan 8 per cent sinking
fund honds dated September 15, 1920: J. P. Morgan & Co.; Brown Bros. & Co.;
First National Bank, New York; the National City Co.

The combined list of the original group, except Austrian, comprised the firms of
J. P. Morgan & Co.; Bank of Montreal; Bankers Trust Co.; Brown Bros. & Co.;
Chase Securities Corporation; Credit Suisse; Dillon, Read & Co.; First Nationai
Bank, New York; First National Bank of ﬁoston; Guaranty Co. of New York;
Harris, Forbes & Co.; Kidder, Peabody & Co.; Kuhn, Loeb & Co.; Lee,Higginson
& Co.; Moxgan, Harjes & Co.; the National City Co.; J. & W. Seligman & Co.;
Yokohama Specie Bank, (Ltd.).

THE NarionaL City Baxk oF NEw Yokk,
New York, December 22, 1931.

My DEeaR SENaTOR SMooT: When on Wednesday last you telephoned asking
me to appear hefore your committee two days later to testify on the Johnson
resolution, I immediately requested the officers of the City Co. to prepare for
me statements of all of our foreign issues. The force in the National City Co.
worked day and night, and the long schedules which I had with me before your
committee were handed to me as I caught my train for Washington. I had no
opportunity to question the accountants who prepared these schedules as to
what was meant by expenses of each issue. The reports that I was accustomed
to have come over my desk as to the profit to the City Co. on an issue of bonds
contained an item of gross profit, an item of expense dircctly allocable to the
issue, and an item showing the net profit. I, therefore, assumed that in the
schedules handed me the deduction for exgenses represented items such as those
I testified to, directly chargeable against the particular issue, and did not include
the general expenses of the National City Co. I took the item of ‘“general
expense’’ on the schedules to be an item representing the City Co.’s portion of
the expenses directly applicable to each issue.

To-day I have been checking up these figures and I find that I was in error in
my testimony. The accountants had deducted from the gross profit figure the
items of expense directly chargeable to each particular issue and the column
headed *‘General expenses’’ represented an attempt on the part of the account~
ants to allocate to the issue a proportion of the general expenses of the City Co.
There is, of course, no method of accounting which would show with absolute
accuracy exactly how much of the general expense of the National City Co.
should he borne by any particular issue of bonds. An effort was made by the
accountants to determine some basis of allocating expenses by taking the total
general expenses of the company and dividing them by the total number of honds
sold during the year, thus fixing an arbitrary average cost per hond sold.

If you will refer to the schedules I have given the committee and take the

. column headed ‘‘Gross profit” of the National City Co. and deduct therefrom
the succeeding column headed ‘‘discounts’” the remainder will show the profit
of the National City Co. before general expenses of the National City Co. My
testimony at the hearing is applicable to this remainder and should not be applied
to the last column headed *‘ et profit.” ¢

I wish therefore to correct my testimony by requesting that this letter be
inserted as a part of the record of my hearing bhefore your committee.

Very truly yours,

C. E; MITCHELL,

Hon. REep Swmoor,

Chairman Finance Commitlee,
Uniled States Senate, Washington, D. C.
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Byndicates managed by others

Do...
’ GREECE

Name of [sste A vof sinking fund Original tern
! mount of Cost | Offering 3 . o.', fint.Gr.| B.G. | 8.G.
Date offered issue Rate Maturity p:g x{xl\:&ts prico prico Mattager spread | spread spread | spread R
Participation -
ARGENTINA Per cent N s . » !
. . . er ce er cen. er cent er cent 'er cent | Per cent
Govelr‘nment of the Argentine Nation extension | June 2,1025] 45,000, 000.00 6 {June 1,1959] $3,264,500.00| 92 96 113 . A 15| $22, 300, 000. 00
Do.eernn ememnetemmmmnnneneans .| Sept. 22,1025 [ 29,700,000.00 6 [oct. 1,195 227950000 031 1 1 1| 14,850,00000 [ s
) 3 1) T, Apr. «5: 1926 20, 000, 000, 00 6 | May 1,1060 1,402, 000. 00 15 112 1 1 10:000,000.00 :
Argentine Governraent.... .| Sept. 30,1926 18, 900, 000. 00 6 | Oct. 1,1960 1,063, 500. 00 05 1 1 1 8, 450, 000. 00 .
(lovernment of the Argentmo Nation.- .{Jan. 14,1927 27, 000, 0. (0 6 | Feh. 11,1961 1451,000 ﬂo 05 l% 1 1 13, 500, 000. 00 3
Argentine Government.. ... ..o eooeon e Apr. 28,1927 21, 200, (N0, 00 6 | May 11,1961 1, 0513 o 13 1 1 10, 600, 000. 00 .
UO\ernmentonheArgcntinoNatlon treasury notes..| Apr. 10,1930 50, 000, 000. 00 5 | Oct, 11,1930 20,00000000 .......... 100 (,ltlatlunu Phenix Corpora- |.....0.... 17 ARSI S
on,
AUSTRALIA
Commonwealth of Australla extension loan, G. B__.| July 20,1025 75, 000, 000, &5 | July 15,1955 1,000,000.00 | 9613 991 | J. P, Morgan & Co.......... 1 1, 3 3 18 750.000 00 7
Commonwealth of Australia extension loan Aug. 24,1027 40, 000, 000. 00 5 | Sept. 1,1957 1,655,000.00 [ 953 ceeee 3 13 2 24| 15,000, 000. 00 :
DOecacuannannnn May 81928 50, 000, 000. 00 41451 May l 1956 262, 000, 90 Y 1z 34 %l 18, "50,00000 7
City ot Brisbone, June 3,1930 5, 000, 000. 00 6 | June l, 1950 100, 000. 9213 lk .......... 3 2)4] 1,875,000.00 1
AUSTRIA N
Austrlan Government......eeeooiccmneceinaaaaaan. June 11,1923 25, 000, 000, 00 7 |Junoc 1,1043 5,500,000.00 | 853 ¢ [ R 3 1, 000, 000, 00 «
evaeecanane J ) L2 July 15,1930 25,000, 000, 00 7 {July 12,1051 200, 000,00 | 91 ) S DR 1 2 3, 687, 500, 00
BELGIUM
1 13y 1
Belgian Government extension, Q. B................| Jan. 13,1020 | 25,000, 000,00 6 {fgﬂ'_ {:’1321 } o . %{ } ?
Klmsiom of Belglum extension, G. B, June 2,1920 50, 000, 000. 00 7),] June 1,1845 ] 1 21y N
0 Jan, 24,1921 30, 000, 000. 00 8 | Feb. 1,1041 Q) 1 244) 37
Sept. 2,192 , 000, 000. 00 64| Sept. 1,1949 2, 900, 000. 00 14 14 27
Dee. 18,1924 ), 000, 000. 00 6 | Jan. 31,1955} 10,600, 000.00 'Q 13, ;
June 12,1925 000, 000, 00 7 |June 3,1955] 3, oo.ooooo 1} .
Oct. 26,1926 50, 000, 000. 00 7 | Nov. 1,195 3,300, 000. 00 15 14 -
May 22,1926 35, 000, 000. 00 Gly| Oct. 11,1957 84 1y 1 2130 6,562, 500.00
Tune 24,1926 | 25, 000,000, 00 Gig| Oot. 11057 } 3,892, 000.00 {84} i 1y 1% 4687,500.00] *_
Po. | oct. 13,1027 41, 500, 000, 00 613) Oct. 15,1957 [ 1,701,000.00 | 88 2 1 1 7,78,250.00 | 177
State of itio Grandedo Sul S F. G. July 11,1928 23, 000, 000. 00 6 | June 1,19683 None, | 91.31 941 : A 1y 2 8, 625, 000. 00 &
State of S8an Paulo, 8. F. Q. B......... -1 Apr. 28,1930 35, 000, 000. 00 7 | Oct, 1,1940 3,500,000,00 | 90.28 L Speyer & Co.uuuunnnn eeem-s] 222 .. PR 2 234 5,308,333, 00 91,
CHILE
Republicof Chile..ceauuvennn- PO evevmacaen -..| Feh, 15,1921 24, 000, 000. 00 8§ | Feb, 1,1941 (%) ) J. P, Morgan & (‘o
Mortgage Bank of Chila..-2002 -| June 26,1925 20, 000, 000. 60 6491 June 30, 1957 1, 300, 000. 00 9414 | Kuhn, Loeb & Co. .
D0uen.nuezenoaamuaeanocacnnae o -| July 30,1926 20, 000, 000. 060 634 June 30, 1961 300,000 00 |. g |..... do.........
Mortgage Bank of Chile (Agr. Q. notes).. .| Dec. 23,1926 10, 000, 000. 00 6 | Dec, 31,1931 None, usds fo.... do.....
Mortgage Bank of Chile............. -} May 11,1923 20, 000, 000. 00 6 r. 30,1061 600, 000, 00 953§ |.....do.....
0vacacannn “vecemmanmann eeecenticmsaamaenaaas .| June 27,1920 20, 000, 000. 00 6 | May 1,1962 400, 000. 00 92 R 1 N,
CZECHOSLOVAKIA
Czechoslovak Ropubllc.... Apr. 6,1922 14, 000, 000, 00 & | Apr. 11,1951 1,675,800.00 | 90 7] 2 2, 500, 000. 00 97
[ May 20,1924 9, 250, 000, 00 8 OQt. 1,1952 846,600.00 | 89.733 9614 3 2,312, 500. 00 80,
DOMINICAN REPUBLIC
Apr, 1,192 3, 300, 000. 00 5{2 Mar, 1,1942 597,00000 ......... 98 |21 IR I,
Jan. 10,1027 5, 000, 000. 00 53] Oct. 11,1040 820, 000. 98, 07 00 1 937, 500. 00 6,
Do-...--.........-....-.-.-.--.. ---------------- Jan. 27,1928 5, 000, 000, 00 515t Oct. 11,1940 82000000 7. 20 LA 1 937, 500. 00 5,
PRANCE
Framerican Industrial Development Corporation.... Mar. 13,1922 10, 600, 000. 00 74| Jan, 1,1042 | None. 94 99 ] 2, 500, 000, 00 18,
Government of the French Republic.. Sept. 100, 000, 000, 00 8 | Sept. 15, 1945 Q) 04 100 134] 20,000,000.00 | 188,
0aeacecneaunmnannan May 2.). 1921 100, 000, 000, 00 74| June 1,1941 ), 184, 500,00 | 90 45 3 1 20, 000, 000. 00 B4,
D0eaeececaneanen Nov. 24,1924 100, 000, 0600. 00 7 | Dec. 1,1049 | 29,300,000,00 | 89 94 . ....do. 34 3 14] 20, 000, 000. 00 150,
Cltlesol Lyons, Marsellle Nov. 14, 1919 45, 000, 000, 00 6 | Nov. 1, 1934 Ky e 924 | Kuhn, Loeb & € 1% 34 l; 11,250,000,00 | 176,
Paris, Lyons& Meditemnean R. R (/o. Mar. 17, 1922 30, 000, 000. 00 ti .\ug 15 1958 77?% &3 Kuhn, Loeb & Co, '/3 2 1 , 000, 000. 00 85,
- Am‘. 10. 1922 10, 000, 000. 00 (17 PR (s MR N 7 83; do. 2 13 lg 3, 000, 000, 00 60,
Depmment of the Seine........- caseneee PO wood] Jan. 23,1922 25, 000, 000, 00 7 Jnn. 1, 1942 2 o 134 |} | NS cacmann ceenren
GERMANY
German GOVOTNINONE. e e e vecnnnennemnnnnmnrnaenanes Oct. 14,1924 | 110, 000, 000. 00 7. | Oct. 15,1049 | 32,000,000.00 | 87 92 J. P. !\lorg'm &Co.ooeeooll Y% 14 1% 14| 10, 500, 000, 82,¢
........................................... June 12, 1930 {18, 250, 000. () 54| June 1, 1065 2,000,000.00 | 86 90 1 3 14 144 11,491 875,00 115,
C‘ii‘,.’?'}"md Ag;icultuml Toan of German and | June 1,1928 25, 000, (00, 00 G}%] June 1,108 'v 000,000,00 1.......... 9ilg 15 P PO PR .
vincial Banks,
North (ierman Lloyd. .. ... vesmececeananen PERR ~-{ Nov, 10,1928 17, 500, 000, 00 () [C) N PRI PN 60 Kuhn, L0eb & Conarenenefeaceaeeedmmniiaanfoaen JORT $9.50 1..... PO IO,
GREAT BRITAIN
United Kingdom of Great Britaln aud Ireland....... .| Feb. 18,1010 28, 179, 000 5% Feb,  1,1937 None. | 100 101 F P Morgan & CO.oeeeeeufnmnnmnns] ceeeeeens % |74 SN I,
ceemen.| Oct, 21,1010 250, 000,000 sifffov PRl o L .| ss-o81g |..... A0.eaeemecaenceeeans 7 T R g 3%) 02,500,000.00 | ;0



Interest of The National City Co.
Original terms Intermediate group Banking group Selling group
o.r. |mt.ar.| B.a | s.a. - | Grossprofit | miscount | (everal o Number
spread | spread spread | spread ] ) ) jross profi ircoun expense Net profit otvmtgil
Participation A'g‘;gf‘,'{ of | participation A'g‘,’,‘,‘l?: of | participation A"l',ggt','{' of I participation \“l')‘;:)'“: of sales
* | Percent Per cent | Per cent
........ 14 loeeiaaaa . 14 13| $22,300,000.00 | $205,312.50 |....cneneeans]eemnaaaan. | $5,355,000.00 $47,370.33 | $7, 500, 000. 00 $93, 600. 00 $436, 282. 83 $32,967,91 $46,050. 00 $357,264.92 1,313
1 1 14, 850, 000. 00 3, 345, 000. 00 21,049. 89 4, 000, 000. 00 38, 840. 00 199, 259,89 15,841.33 24, 560. 00 158, 888. 56 856
1 1 | 10,000,000.00 3,000, 000. 25,586.00 |  3,500,000.00 | 35, 000.00 196, 486. 00 7,753.75 | 21,245.00 167, 087. 25 490
1 i &, 450, 000. 00 21750, 000. 00 10,690,00 |  3,000,000.00 |  30,000.00 155,315.00 | 230575.00 | 1821000 113, 530. 00 492
1 1| 13,500,000.00 3,860,000.00 | 31,000.40 | 4, 500,000.00 | 41,860, 00 233 K41, 40 16,658.84 | 24,210.06 187,035, 50 706
i 1| 10,600,000.00 1 35100000000 | 2590380 | 3800,000000 | 37 650.00 200, 25380 9,731. 84 20,444.00 179,077, 96 38
F 77 IO ON: IRt NSRRI ISR SRR R . 10 000. 00 I8.75 18,75 |oeaemnmnnne 58.30 89,65 | ceen e
3 34| 18,750, 000. 00 70,312.50 | $8, 000, 000. 00 $40, 000. 00 5, 235, 000. 00 33, 305.07 8, 000, 000. 00 52,912.50 196, 530. 07 19, 100. 50 49, 120, 00 128,309. 57 966
% 34l 15,000,000, 00 686, 250. 00 8, 625, 000. 00 33, 125.00 3, 305, 000. 00 18, 045. 30 5, 100, 000, 60 37,702, 50 155, 212, 80 15,515, 15 27,438.00 112, 259, 85 804
N 3% 18,750,000.00 | 71,093.75 | 15375000.00 ] 67,205.62| 4,150,000.00 | 30.502.50 | 2, 500,000.00 | 18,675 00 187,536.87 | 10,443.95 |  17,610,42 159, 482, 50 334
3 23| 187500000 | 1867075 |cceeroareeeo| oo s 1,722, 000, 00 8,610.00 ] 1,200,000.00 | 22,515, 00 50, 796. 75 2,342, 50 7,048, 47 41,405.78 318
148, 800. 00 156, 832. 00 18, 040. 75 34, 850. 00 103, 941, 25 1,570
21,437, 50 66, 737. 50 3, 414.6% 8,993, 94 61,158.18 an
7,812.50 | 2,155000.00| 5387.50 | 20,000.00| 158000 | 53000 47 30500 62,080.00 |  0,360.00 | 15,688.00 37,141.00 173
60, 514. 02 5, 000, 000. 00 50, 000. 00 3, 000, 000. 00 67, 320,00 4, 640, 500. 00 66, 460, 62 244, 204, 64 4,312, 50 27,843.00 212,139. 14 1, 550
37, 500. 00 3, 000, 000. 00 30, 000. 00 1, 500, 000. 00 31, 875. 00 1,814, 000. 00 28,780.00 128, 155,00 7,154, 50 1,391, 02 11 9 608. 58 1,316
37, 500. 00 3, 000, 000. 00 10, 500. 00 1, 500, 000, 00 12, 708, 00 2, 400, 000, 00 30, 000. 00 00, 798.00 7, 286. 01 10, 320.00 43 191.99 570

48,437.50 | 5,000,000, 00 25, 000. 00 3, 000, 000, 00 46, 950. 00 3, 500, 000, 00 38,387. 50 158, 775,00 3,374.20 15,050.00 140,350, 71 1,316
50,000,00 | 5,100, 000,00 25, 000. 00 3, 000, 000. 00 33, 900. 00 4, 000, 000, 00 47, 300. 00 156, 200. 00 15, 190. 66 24, 560. 00 116,449. 34 909
50, 000, 00 5,100, 000, 00 25, 000. 00 3, 000, 000. 00 28,320.00 3, 700, 000. 00 46, 250. 00 149, 570. 00 10, 305. 38 22,459.00 116, 805. 62 1,158

175,000, 00 354, 511. 86 43,352, 94 42, 490. 00 268, 668, 92 1,566

244 6,562, 500,00 119, 128.01 6,000, 000, 00 28,250.00 5,000, 000. 00 32,133, 7, . 00 ,
135 4,687,500.00 135, 216,64 3, 500, 000, 00 17,500.00 | 2,800, 000. 00 33,002.26 | 3,300, 000.00 49, 500. 00 235, 218. 90 18,610, 72 30,031, 00 201,571, 18 870
1 7,781, 250,00 152,152.01 5, 500, 000. 00 20, £25.00 §, 500, 000. 00 48,125.00 { 6,000, 000, 00 59, 880. 00 280, 782, 91 13,272.21 32, 280.00 235, 230, 70 1,566
2 8, 625, 000. 00 8, 915, 28 6,937, 500. 00 17.343. 76 5, 229, 500, 00 19, 610. 63 4, 237, 000. 00 84,740, 00 130, 609. 66 23,998, 32 28, 515,01 78,006, 33 1,351
234 » 308, 333. 00 01,528.73 Jaceemnaniiaias cesenccoananan 2,742,802, 00 15,000.00 | 4,900, 000.00 126,335, 00 232, 863, 73 1 l, 500. 59 28, 567. 00 192, 796. 14 1,395
............. 2, 698, 000. 00 52,003. 95 3,042, 000. 00 57,765, 00 157, 639, 28 13,9096, 38 19,110.04 124, 532. 86 1,286
1,250, 000. 00 9,998.81 2,075, 000,00 45,1567, 50 45, 136, 31 ¥,473,28 12,741, 50 23,941, 93 448
................... 2, 600, 000. 00 G5, K40, 00 &6, 880 €0 5,873.22 4, 856,00 486, 150, 78 698
800, 000. 00 8, G80. 00 8, 630. 00 1,976.25 5,463, 00 1,240.75 183
p 4, 500, 000. 69,047,05 |. .- .| 4,000,000.00 &0, 000. 00 149, (47, 05 16, 890. 39 26,920, 00 105, 230, 66 855
245 4, 500,000, 00 B2 R e . 2,150, 000. 00 47,340, 00 23,051.09 65,087, 21 15, 028. 50 1,935.38 636
........ 12 PR 2% 2 2, 500, 000, 00 97,651.85 || 4,317,000, 00 01,381.01 5,001, 000, 00 101, 820,00 200, 753.76 40, 757,00 27,593, 22 222, 403, 54 1,517
........ 2,268 foeeeooena- 11% 3 2,312, 500. 00 60,867.06 |...o.ocoeei i) 3,083,333.00 31,462.97 | 3,742, 000.00 100, 792, 50 193,122, 53 63,076, 86 16, 090, 60 113, 955. 07 576
350, 000, 00 5,250, 00 5, 250, 00 370.00 2,124.50 2,755,560 20
1, 000, 000. 00 10, 000, 00 16, 957. 37 3,133, 87 5,390. 00 8,433. 50 141
1, 033, 000. 00 10, 330. 00 16, 256. 24 3,461.75 5,919, 33 6,875, 16 189
........ 1 1 2 17, 090. 00 1. 300, 000. 00 12, 990, 00 62, 580. 00 3,823, 09 6, 506, 00 52, 250,91 1,058
[SUPY B | 1 2, 100,874.89 | 8,934, 100. 00 170, 890. 00 542, 764, 89 34, 500, 38 53, 604. 60 454, 650, 81 3,855
........ 1 14 3 135, 034. 33 7, 059, 000. 00 102, 795, 50 373, 579. 83 52, 346. 07 44, 330. 85 276, 902, 81 2,526
........ % 1 13 106,795.00 | 8 500, 000. 00 103, 137. 50 449, 932. 50 22, 867. 40 36, 550, 00 390, 515. 10 2,713
[RTORRE B 1% S 14 [ 3.841,800.00 47, 627, 00 223, 938, 21 04,73 19, 170. 58 204,072.96 |.-........
........ ’/2 1 2 90, 108. 51 8, 250, 000, 00 142, 135,00 377, 356. 16 26, 131. 25 44, 715.00 407, 509,91 | 1,702,00
[N P2 PR, 134 52,835, 68 2,794, 000. 00 18, 895.00 161, 730. 68 17,979, 76 15, 143, 48 128,607, 44 340.00
.................. 34 13g 23, 155,36 3, 238,000 00 653, 107. 50 90, 762. 84 47,132.97 17, 549, 96 26,079, 93 859, 00
1%| 16, 500, 000. 00 82, 500,00 | 10, 000, 000. 00 125, 000,00 7, 500, 000. 00 116,280.00 | 8,000, 000. 00 100, 000. 00 423,780.00 21,840. 88 34, 400.00 367,539, 12 | 3,374.00
1141 14, 491,875,00 115,935.00 | 9,000, 000. 00 45,000, 00 6,000, 000. 00 57, 900. 00 , 000, 000. 00 66,012, 50 284,847, 50 14, 901. 88 36,013, 57 233,932.05 § 1,072.00
o e 100, 000. 00 ' 375,00 100, 000. 00 2,000. 00 2,375, 00 250. 00 674.00 1,4562.00 1.00
$200 e eeeoraven PRSP J PPN (PR NP weene 30, 000. 00 250. 00 250,00 25,00 201. 90 23,10 3.00
| 7| P P P PO PP eee-ef  1,454,000.00 5,030. 84 788, 300. 00 3,345.46 8,376, 30 2,059. 46 3,933. 62 2,383.22 5;-3

187,000,00 [{ 3 960 v"“"”l} 106,780.50 | 58,2150 | s,4e5.02| 8.0 amemesff 58

Yt 03.500 600,00, 234,375.00 |. 11427 600,00




werocecncel 4uUvs bk WAL L. L00
Citles of Lyons, Marseliles, and Bordeaux. Nov. 16, 1919 45, 000, 000. 00
Paris, Lyons & Mediterranean R. R. Co. Mar. 17,1922 30, 000, 000.
assosassssceconovuns . Apr. 10, 1922 10, 000, 000. 00
Dopanment "of the Seine.....--...- [N Jan. 2, 1922 235, 000, 000, 00
GERMANY
German Government. .| Oct. 14, 1024 110, 000, 000. 00
June 12,1930 08, 230, 000. 00
Co! nsolldawd Agricuitural Loan of German and June 1, 1928 25,000 000, 00
Provinelal Banks,
North German Lloyd........ PO eranaaaad s -1 Nov, 16,1928 17, 500, 000. 00
GREAT BRIAIN
United Kingdom of Great Britain and Ircland.... ... .| Feb. 18,1910 28, 179, 000
) 3 1 O, “mecmecennnacacees Qct. 21,1018 250, 000, 000
GREECE
Qreek Government.....ooeeeneneenunecnomuennnnnan. Jan. 31,1928 17, 000, 00
eeonenen -| June 17,1930 7, 500, 000
L R, ®mmm i s m m nn mm -] Apr. 29,1031 7, 500, 000
HUNGARY
Kingdom of Hungary................ PR ....-| Nov, 20,1030 5, 000, 000
1TALY—Fiabecenoanne . July  7,1926 10, 000, (W0, 00
Italian Credit Consortium. . eoee-eneenne oees e Mar. 22,1027 i 3 200.000.00 }
Italian Super&lw er Corporation Jan, 24,1028 20,220, 000, 00
Kingdorn of 1 Nov. 19,1025 | 100, 000, 000. 00
Pirelli Oompany of ita Apr, 28,1927 4, 000, 000. 00
City of Rome....cevavnenn.. Mar. 29, 1927 30, 000, 000, 00
JAPAN
QGreat Consol[dated Electrie Power Co, (Ltd,) July 18, 1624 15, 000, 000. 00
........................... July 49,1925 13, 500, 000. 00
Imperlal Japanese Government.... Feb. 15, 1924 150, 000, 000, 00
........................... May 12,1030 50, 000, 000, L0
Taiwan Electrlc Power Co., (Ltd.).. June 26, 1931 22, 800, 000, 00
City of Tokio...c.ceveeasannnnann Mar, 21,1927 20, 640, 000, 00
Toklo Electrlc Lighc Co. (Ltd ). June 7,1028 70, 000. 000. ¢
City of YoROBAMA..neuuenmeniinciiiiaiciaaaann, Nov. 23,192 19, 740, 000. G0
THE NETHERLANDS
Anglo American Ofl Co. (Ltd).-...-......,., e} Mar, 25,1920 13, 000, 000, 04}
Colon Ol1 Corporatlon... June 25, 1928 10, 000, 000, 00 l
Dutch East Indies... Mar. 15, 1922 40, 000, 000, 00 |
........... - Feb. 15,1923 25, 00U, 000, 00
................ .| Nov. 8 1923 25, 000, 000. 00
Klngdom of Netherlands. . Apr. 20,1924 40, 000, 000 00
Royal Dutch Couuuennnncnnnaos eemreeameceaeeaaaan. Mar. 21,1930 40, 000, 000. 00
NORWAY
City of Christiana...... ... ... Oct. 10, 1920 &, 000, 000, 00
eonmanan tnmemean e sesumeracnaterenimencenaan Get. 12,1924 2, 000, 001, 00
PERU
Cerro De Pasoc Copper Co.. ... ......... . ... Dee. 16, 1920 K000, 000, (1)
Republic of Pern Mar. 16, 1927 135, KN, D00, (4)
Dee. 16,1927 15, 000, (110, ()
Dee. 21,1927 540,000, 000, (0
Oct, 21, 1928 23, 0N, (6, €X)
SWEDEN
luternntiou.xl}\[utch (& orpomtmu.. . Qet, 22,1924 1, O, 0, (X}
7,1027 30, 004, 000. (0
. 13,1931 50, 000, 000, 00
Sept. 20,1028 19 500, 000, 00
7,1920 30, 000, 00, 00
Dec. 2,1929 "803 960.00 {...
July 22,1919 30, 009, VOU. V0
July  6,1920 25,000, 000, 00
Aug. 1, 1928 20, 000, 200. 00
Apr. 1,1924 30, 000, 000. 00
WESYT INDIES
West Indies Sugar Finance Corpomllon ............. June 10,1919 5, 000, 000. 00
e eeacrevemecrecsuaniaaaann et Aug. 22,1919 3, 500, 000. 00
4,260,407 000. 00
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b % N NN
J1 % I o
1361737, 500,000.00 |~ 525,0,
15| 17,000,000.00 | 197,0%
1 5,200,000,00 | 42,0
i 4,91C,000.00 |  40].
1 ]774,685000.00 37,7
é 15 3,000,000.00
11|
124
1%
134 8,875, 000.00
»
) 12| T S
P2 R IS
2 1,400,000.00 7t
2% 3,000,000, 00 13,
o 2 800,000, 00 nC
gl 6,999,900 00 1 4y
ST 15,000,000.00 | 112!
200 8, 500,000 00 v
2pl 2,812,700,00 ] 2812
17 6,250,000.00 | 68,7
) 6,250,000.00 1 34,¢°
0. so , 750, 23,47
14 4,968, 750,00 3,47
1]
1 A.0T4.999.67 | 31,71
2 200,000.00 [ 15,7
1ol 3,475,000 001 17,37
1] 896250000 | 86,-
lg. .
1o 500, 000, 00 7

7 | Dec. ), 1949 | 29, 300 000. 00 89 84 |....

6 | Nov. 1,1034 | Non 92! Kuhn. Loeb & Co. ... 11000

6 | Aug, 1 15,1058 | 1, 6i0, 000.00 77;5 &1 Kuhn, Loeh & Co. 1271000

(LI R [ F SRR S cereellOu e

7 | Jan. l, 19427 (U] renvancens volg |..... [ 1) . seseerrernans

7 [ Oct. 15,1940 | 32,000, 000. 87 92 J. P \lorgan& [ o) SR

&kl June 1, 19466 2 000, 0), (IJ 86 90 f....do. Lol

0, ; June 1,198 9, 000,000,00 |.......... 97l | Lee lligumaon &Coaaenll
(U] [ I OO

544 l(;cb. :.}{)g None.

ov. )

55 {Aug. Lioml)  ®

8 { Feb. 11,1968 00, 000

534 May 5, 1931 n

5441 May 5, 1932 None.
*9) Nov. 21,1031 () 03.40  f{oeeennnn.. I (1 S

7 J\(lll) {. ::4‘4;7 1,779, 000. 00 ?;2% :J‘g% TP, Morgan & Co. LU0

Mar, 1 1%

7 i{Afar LIS 2000,000.00 f 526 s N I S

6 (Jan.,  1,1463 Non.. | 91.30 100 Fielil, Glore & C

7 | Dec, 1,1951( 10,729,500.00 | %0 91 1 J. I, Morgan & Co

7| May 11,1052 2,857,000.00 | uv4 k1t- B I A0

6M| Apr. 1,1052 2,557,000.00 | 87 91 [..... L 1 I,

7

64

63

3)s

Py g

b"z June

6 | Dec. 1 1961

ol Apr. 1,192

6 July 1, 1938

6 | Mar, 1,1062

580 Mar, 1,1053 8y

Sk Nov. 1,1953 90 d

6 | Apr. 1,1954 Q) 9414 934 | Kuhn, Loeb Co...

4 | Apr. 1,1945 None. |-ceeeae.. 89% | Dillon, Read & Co.

§ | Oct, 1,145 ] Kuhn, Loeb & Co

6 | Sept., 1,1054 L1 S do,

8 [Jan. 1,193} Q) i) 100 P Morgan & Co.. -

7 ] Nepl. 1,195 H00,000,00 | 1, 16 614 J & W wlu:umn & Co

0 Love ] X IR ! B )

6 e, 1 L6176, B a R

I T .':.'u'»::m.w} 5 Wy oo

LN U ..., do..... -

%] Nov. 1, 13 [ a3t 04t l(‘olllgginwnA Co ...

aENove LIERZL 0 1N0,000.00 | 951 uKl 2 o

S dan. 15,1911 11,000.00 | 922, Un .

3 ) . $27. 0144 $28. 14 - N

i} .\L\r.(vl.1959 1,600,000.00 { 9412 ys . .
....... £J] ORI PSRN P, P

5M4! Aug. 1,1929 (O] Y316

& {July  1,1040 “nH H4lg .

& | Aug. 11,1026 1) U5, 20 o7, 2 .

5% Apr. 1, 1946 None, | M, 1583 Wily | 0. o oo - e

7 | June 15,1929 () R A wily |l Potter Bros. & Co .

s 9 ) 93 100 ....do .. .
...................... 943, 309, 800. 00

615, 676, 706. 67 ] 5,351,1

! Year].
2 Retire
3 Call

3

i

53'1’:'1 . tﬁéwnm ents start Deo, 1, 1932,
n e
Aug. 10102, o 110, '

p& sinking fund payments received for 1 year; amount, $30,000,000,
June 1, 1930, at 115,

7 And 24 days’ interest,
' Called at 110 on Mar 15, 1928,
? To be called Jan. 1, 1032, at 105.
W American shares for common stock.
*Sold our notes without profit.

1t Renewed t?"\la) 5, 1932,

for 3 montbs.
Apr. 1, 1929
ct. 1, 1925, at 110,

12 Treasury
13 Renewed
14 Called A
#Called O




.l IATRAR) bopa D) )

. . y sai ) ININIY L 4108,61 ¢ 8,250,000.00 | 142, 135,00 377,356, 16 25,131, 25 44,715.00 307,500.91 | 1,702.00
15 3,000,00000 60,000.00 J.venermnaenccectinnnnnnn. .....| 3,490,000.00 52,835.68 | 2,704, 000, 00 48, 895, 00 161, 730. 68 17,979. 76 15, 143,48 128,607, 44 340.00
J} 21 PSR R eeneas 2, 100, 000. 00 12,500.00 | 1,850, 000.00 23,155,386 | 3,238, 55,107, 50 90, 702, 86 47, 132,97 17, 549. 96 26,079, 93 859,00
1 , 500, 82,500.00 | 10,000,000.00 |  125,000.00 |  7,500,000.00 |  116,280.00 |  8,000,000.00 | 100, 000.00 423, 780. 00 21, 840,88 34, 400.00 367,539.12 | 3,374.00
g 14,491,875.00 | 115,935.00 | 9,000, 000.00 45,000.00 | 6,000,000, (X) 57,900.00 | 6,000, 000. 00 66,012, 50 284,517, 50 14,901, 88 36,013, 57 243,932.05 | 1,072.00
L2 RPN IOUURRORRURI ORI NS 100, 000. 00 375.00 100, 000. 00 2,000. 00 2,375.00 220,00 673,00 1,452.00
$250 Lo F PRI KPS [N I R 30, 000 00 250. 00 250. 60 25.00 20190 .10 3,00
UUSUUTI AR ISP 3, Y| e | 1,454, 000. (0 5,030, 84 ' %,%.% 3,345.46 8,376, 30 2,059, 46 3,083, 62 2,383, 22 ',‘72.‘5‘
.......... 35 e 1-1y] Y% 62,500,000.00 %34, n.» uo 15,000,000.00 ) 157, 650, 00 { 11,427, 600, 00 } 106, 789, 50 538, 201, 50 38, 465. 92 77,814.60 411,933, 08 { 1,618
8, 500,000.00 | 110, 4|2 0w 3,612, 500.00 25,269, 43 p X 72,877.50 208, 558. 9.3 7, 233.02 35,432, 50 165, 992, 51
2, 500, 000. 00 () I e T . ) I .| 14,575.00 14,575.00
2, 500, 000, 00 14,886,05 [-emoiniie i ecriaiearen o eeae e e 11,275.00 1,719.09
1, 125, 000, 00 280048 | e L P SR 2,805,908 | oL 2,305.48 |... .. ..
2,250, 000, 00 16, 875.00 1, 300, 000, 00 15,314.00 | 1,400, 000. 00 16,925, 00° 69, 114. 00 “3; 704, 52 N, 14%, 00 57,404, 4% 531
4,500.000.00 | 43,435.00 | Loo.ooo.oo 1neso00 ({ TS0 g, 00,00 626,001 nomel] saw 57,57, 19 334
100000000 | 25,78 v . b IS 2,975 |oaes .o e el 29780 ) L
25.000,000.00 | 193,750.00 | 10,000, 000, 00 50.000.00 | %, mo 000,00 | 128,160.00 | 8, 500,000, 00 63,276, 25 .«a. w: Jo 40,394, 33 52, 140. 00 342, 60192 1,846
1,000, 000, 00 10,089,380 1. ............bo 00, 000, 00 1, 856,00 400,000 00 4, 000. 00 15,4 2,717,450 2,152.00 11,075.50 53
11, 250, 000, 00 OL,%75.00 | R 575, 000,00 85,750.00 | 3, 000 090. 00 21,000.00 |  3,000,000.00 30, 000. 00 231, 025 00 7,080, 51 16, 140.00 207, 510, 19 w32
i .
. 10,000.00 {  1,000,000.00 !  14,37L.75 | 1,000,000.00 22, 500,00 45,571 75 5 114,00 37,457, 75 366
I . , 00 00, 000. 00 7.447.76 |  1,315,000.00 19.725.00 37,172,760 3,711,165 25, 347, 5] 385
. . 000,00 | 12 118,504, 90 | 15,054,000.00 | 190,844, 72 { 17,500,000.00 | 257,077.50 81, 467, 12 TH210 15 741, 099,67 3,455
17,000,000.00 | 197,056.34 | 5,044, 000,00 25,220,00 { 5,196, 000. 00 , 671, 5, 500, 000, 00 82, 500. 00 392,447.84 | 34,1875 3, 680
3, 200, 000. 00 42,900.00 | 3,500, 000, 00 17,499,00 | 1,055, 000,00 14,662.50 | 1,650,000, 00 16, 500, 00 91, 561. 50 | 3,663, 00 80, 435, 00 220
4,91¢, 000,00 40,507.50 | 3,475,000.00 10,875.00 | 1,509, 000.00 14,544.36 1 1,900,(00, 00 18,770, 00 03, 696. 8 5,894, 22 37, 630, G4 523
................ o iimenaeaoo]  5,000,000,00 31,250.00 | 5,000,000.00 | +31,250.00 | 5,000,000,00 { 100, 000. 162, 500. 00 12,232.95 116, 617. 02 1,220
4, 685, 000. 00 37,480,00 | 3,750,000, 00 18,750,00 | 1,803, 000, 00 22,052.19 | 1,800,000, 00 18, 000, 00 07,182, 19 3,729.63 82, 526, 56 569
119 750, 000, 00 11, 455, 00 oL, 500, 00 11,272.50 5,727.50 2,705, 00 4, 500,00 4,473.50 404
i 100, 000. 00 750,00 100, 000, 00 2,000, 00 2,750.00 72,5 674. 00 2,004, 50 4
[1%) 500, 000, 00 5, 851, 50 900, 000, 13,040.00 | . 18,891, 50 12,115.00 1.878.00 1 698. 50 7
ily 1,000, 000, 00 11,224, 1, 000, 000, 00 12,750,00 23,074, 3, 250.00 6,4970,00 13,754, 00 46
14, 1, 000, 0V0, (0 1L, 221,39 | 1,000,000, 00 14, 550, 00 25,801, 3¢ 12,410 00 6,970, 90 6,421. 39 25
114 9, 595, 500. 00 79,901, 1S | 12,955,000.00 | 168, 516,25 354,917, 43 79,798,335 55,706, 50 219,412, 58 2,213
¥ 3, 000, 000, 0 18,704.38 | 1,500,000, 00 27, 187,50 45, Y81 8% 4,551.25 8, 745,00 32,355, 63 203
(USSP R, 21 500, 000. 500, 000, 00 7, 20000 16, 510. 18 1, 045,00 3, 000,00 12,465.18 24
.................. IORUSN SR 275, 000. 00 5, 560. 00 5, 560. 00 2,225.25 1,195, 40 2,139, 35 41
..... 1] 14 2 2 1,400, 000, 00 Z000.00 {1, 250,000.00 6, 250, 00 553, 000, 00 8,807, 85 110, 000, 00 2, 200, 00 24, 257, 85 610,00 660. 00 22,057, 85 b3
Co. T 1 ! 2)5) 3,000,000 00 13, 641. 74 5, 740, 000. 00 57, 500, 00 5, 625, 000, 00 5, 250. 0) 5, 000, (00, 00 12, 000 w 252,391, 74 13,799, 66 26, Y. 00 211,682 08 1,429
.. I y 14 B IS fsw,um ] 7.000.00 | 5,000,000. 00 14,062.50 | 4,025,000.00 [ ... . e eeen an PLO0Z Y .. ol . 21,062.50 |..........
I 1y 3 1, 1y 21, |f:.'l$'0:ﬂ “:)) ”l:;:%?‘; } 7,4’100,4;25. ) ?rf.f:bo.m 3, 785, 626, 00 2, 508,00 ,,(m o), 00 hl,.&(l) 00 AN2, 747w 26, (%N, §i5 37, 600, 00 318,000, 21 1,319
" 341 'y 2l o000 | ann g [ DO S0 HO L 5 167 00000 {016.68 | 5 NTH000.00 | 127,157, 50 2| arioee | au ko 152,817, 74 1,226
2,812, 700,00 28,126,001 1,710,750.00 1,. 107,50 | 1,000, 000, 00 00 44, 85000 102,402, 10 9,472, 2) 12,516, 00 80, 384, 2 957
6,250,000, 00 Gy 827 . L Y 6,512,500, 00 . 00 89, 220, 00 196, 807, 43 21, 430, 00 #2,280. 00 133,097, 4& 834
e, wooooo S,68T.50 ... . L. .. 5, 118, 730. 00 : 27 | 000. 00 67,040. 00 147,37). 77 22,740, 15 16, 687, 00 107, 914, 62 950
4, 750. 00 23,477, 34 1 50, 400. 00 1971, 100. 00 4, 702, (0 | #71,100.00 35, 500, 00 79,935, M 1,656, 30 14,925, 15 63, 854, 20 1,031
1,968, 7w 00 SBATG, [ H28750.00 4,000, 000. 00 | 2422500 1 4,000,000 00 41,300, ou 130, 150. 31 14,236, 25 27,960, 00 87,054, 08 834
R oo e e e Pee eeens UK, 341,00 | 298,291, 79 208,291, 79 | 168,103, 33 5, 581, 15 33,007, 28 2,347
| i :
!
5074, 999.67 | BLTIN A 4, 34%. 000. 00 54, Y47, 90 4,774, 000. 00 349, 9s0. 00 N, 646,05 2,282.75 23,222, 26 102,591,6‘5 870
1,200, 000, 00 1 1B, 001508, 000,00 | 1,760, 000. 00 30,837,631 2,000,000.00 f  41,200.00 M1, W07, 63 8, 893, 26 12, 000. 00 121,514.37 520
3,475, 000 00 17,375.00 2, 512, 000. 00 2,136 14 |3, 500,000. 00 113, 4925, 00 54, 436. 19 11,321, 76 24,395.00 18, 719, 43 15
8062, 500.00 1 N6, 000,00 3, 423, 000. 00 34,983.06 | 2,000, 000. 00 24,075.00 145,05, 06 5,569. 85 5, 600,00 130, 8. 21 370
! . 300, 000. 00 22,131.30 450, 000. 00 6, 750.00 w 4».1 30 2,497.50 2,245.50 24, 235, 30 19
" 500, 000,00 5500000701010 500, 000. 00 15,104.00 3€0, 000. 00 5,400. 00 004,00 f. oo oenmmanans 1,795.40 26, 108,60 1
615, 676, 706, 67 i 5,351,109,27 | 235,042, 125.00] 1,572, 540,99 ! 208, 043. 100.00 | 2,789,627.01 | 336, 011, 350, 00 5,000,020.22 | 14,713,304.39 1,410, 272,40 | 1,009,630.73 | 11,363, 501. 26 78,033
11 Renewed to May §, 1632, 16 Called July 1, 1924, at 105, 8 Called Jan, 1, 1031, at 105,
12 Treasury bills, 11 months® credit. 22 Called Aug. l, 1925. at 100.
13 Renewed for 3 months 18 Called Jan 19, 1925, at 105, 2 Called Aug. 1, 1923, at 105,
14 Called Apr. 1, 19! 1 Certificates. 2 Cumulative preferred stook.
¥ Called Oct. 1, 1926, at 110, ® American cortificates, + Exchanged in 1024 for Cubun Dominican Sugar preferred stock.
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, " v, | Sinking fund ; i
Name of issue Date offered { Amount of issue | Rate Muturity | Yearly sinkiog fund pay-| pirpentgeo | Cost | Offering Manager Original terms Intermediate
ments date prive price
Number] Profit | Amountof | Number! Profit
of deulers| spre.d profit of dealers! spread
AUSTRALIA
City of Brisbane........c.cceevevennnnnn. Mar, 11,1927 $7, 500, 000, 00 5 Mur, 11,1957 $372, 000. 00 9 | National City Lo... 2 143 $37, 500 00
State of Queensland.. Oct, 7,1921 12,000, 000. 00 7 Oct.  1,1841 1,122,000, 60 o5tg 9w | 2 1 120,000. 00 |..
) 3 1 T Feb., 2,1922 10, 000, 000, 00 (1} Feb. l’) 1947 372, 500. 00 9284 2 1 100, 600. 00
AUSTRIA
Cityof Vienna.z ..o ooiiiiiiinnnann Nov. 30,1927 30, 000, 000, 00 [} Nov., 11952 |eeiieiiiinnnnnn P 437, 500. 00 86, 415 $0lyl..... do..uennn O + L5518 122,812, 50 » LP
BELGIUM
City of ANIWerP .o euecreaneann o eennnns Dec. 10, 1428 10, 000, 000, 00 5 Dec, 1,195 | BeginsJune1,1884. ... .. . ..o ... 90,71 2 L A A Y SO .
Solvay & Cie . .. ... e el Ot 41020 10, 090, 000 V0 ] Oct. L1927 | Catled Apr. 1, 1924, nt 14 10,000, (00, 00 94 i 1) VO, 00000 5 L R
HRAZI.
Stute ar \lumumwa..._...,i ........ Mar. 1y, 1o S, A0, 0uo, 00 Gl | Mur, 1,108 .. e een PO $0d, 00, QU LY S o B 1 LS [HE R TN K o
0 FUDDUTRPUIIISR R I L [ ] N, (0, (06, () tity | Sept. 1, 1959 . . .. . 185, 0600, (0 N o . 4 L HY [TRAASUR (U [
CHILE ’
Republic of Chile.... . ................ Nov. ¢, 1922 13, 000, 000, 00 7 2,906,000.00 | 9134 1 3i 135, 000, 0
Do... IO JJan, 24,193 43, 812, 000. 00 [ 1, 760. 000, 00 8913 2 1 409, 120, 00
Do. .| Sept. 4,1928 16, 000, 000. 00 6 423, 000. 0V 9w 4 1 160, 000, 00
Do. | Mar. 11,1829 10, 000, 000. 00 6 1M 210,000.00 | 88% 31 1 100, 000,00 |
Do... .._.. . Apr. 2-8. wﬂ)i 25, 000, 000. 00 6 May 1,163 |_. [ 255, 40 00 8,'5’2 3 1 257, 500,00 1,
Chile Copper Co ... .. Dee. 13, 1426 15, 000, 000, 00 ] Jan. 1,1947 | Begin May 15, 1932, 0 L Y334 I 1 350, 000, 00
Lantaro Nitrate Co. (Ltd ). June Is, 1929 32, 690, 000. 00 6 July L1954 [l 142,600 00 9334 3 1 B2, 000. 60
CZECHUSLOV ARIA
Crechoslovak Republic. ... ... Oct, 27,1025 25, 000, 000, 0 T8l ot 1,1085 | Called Apr, 1, 003s0. L] 25,000, 000, 00 wWlie tity Y 1} T, 4 T 231,375, 00
DENMARK
Danish Consolidated municipal Joan. ... Jan, 3L 1921 15, 0U0, OO, (1 N Feb. L MG | Called Feb, 1, 10310 .0 . | 15,000, 000. 00 wili us doo. ... ... 2 I o001, .
Kingdomof Denmark ... ... ... ... Get, 22,190 25, 000, 000, (k) = Oct, 15,15 | Called Oct. 15, 1925 ... . 25, 000, 6. 0y Yi 100 do.._. e 3 ! 20,000,000 !
Do i e eeeeee U Dee, 19,1921 40, <00, (090, O 6 [dan, el Ll .. e . wis [ 3203 S] I B 31 1g AT, 000 § J e
. 1
FINLAND i ) i
) ; :
Repuhlic of Finland.. Oct. I8, 1023 10, 000, V0. 0OV | 6 L aept, ,077,000.00 , A5 31 1 00, 000, ! i
Do.... Mar. 10,1925 10, 600, 000. 00 ! v Mar. 367, 500. 00 a8, 417 5 L3ng l -h, 343. 33
Do. Sept. ll, 1926 15, 000, 000. 00 ; Gla ! Sept. 972,000.00 ° 591"'.“4 6 10114 140,000.00 ;
Do........ Feb. 15,1428 15,000, 009, 00 5}2 i Feb, 766,000,00 | 337 & .80 119, 791,66 1
Finland Residential Monfaac Bank.....) Sept, 28,1928 10, 000, 000. 00 Sept. 326,000.00 | V138 7 s 39, 125,00
Finnish Guaranteed Municipal Loan. ...} Oct. 8,104 7,000, 000. 00 6}2 Oct. 680, 000, 00 86 4 1 70.000,00 !
GERMANY i E
General Llectric Co.,ﬂcrmnny... Jan. 26,1925 10, 000, 000. 00 7 | Jan, i 88,71 1 104 104,000,00 © ... ..
Do .| Dee. 9,1625 10, 000, 000, 00 (3] | Bia 1} 1k 130,000,007
.| May 22,192 19, 000, 000, 00 6 May i e 1 1y 125,000.00 | _
Do June 7,1928 5, 000, 000, 00 6 May . Ybks N I
Amer. 1. G. Chemical Corp pt 28, 1929 30, 000, 009, 00 842 | May [ 1 1,
Central Bank for \gneul(ure. uormmly.. r . 16,1925 25, 000, 000. 00 7 Sept. o 3 1
Do, July 11,1927 | 30,000,000, 00 6 | July | w2 31 %
Oct, l!. 1927 50, 000, 000. 00 6 Oct, Y2k | B3N 3
May 2,192 25,000,000.00 6 | Apr poovedy i 1 b
Ha n Mining Corporation Feh. 11,1829 | 10,000, 000.00 6 Jan. 185 10l 40001,
er Stee) Corporation.... Apr. 29, 1926 7, 500, 000. 00 T Apr. Pooss.hd | | I I 1BY,610.80 1. .. .. ..
................................. Oct. 31,1625 | 10/000.000. 00 i | sug [ s 1] e w301 74
Rhine W esll»halin Electric Power Cor- | Nov. 1:, 1925 10, 000, 000, (X) i Nov 1,615, 000.00 | 89l i i LN 03, 833,88 ’ .
pora :
Aug 10, 1927 15, 000, 000. 00 H May 11952 wul, 000,00 v2 !
Sept. 26,1025 20, 000, 000. () [ Aug. L1958 46,000, 00 | Y048 |
Oct. 2, 1928 18,000,000.00 J---coneeneii ot 0 ] e 48, 119 1
Mar. 20, 1930 20, 000, 009, (0 o Uapr L ues L0 w8l ! 1
‘eb, 20,1931 7, 500, 000, V0 i 1 Feb. 1,196 ‘ None, | U5k e i
eb. 3,1025 15,000, 000, 00 7y Feb. 1,195 None, ;Mg 1,
June 30, 1926 15, 000, 000, 00 63 0 May 1,1951 1,001, 000.00 . 91 2
July 30,10 10, 000, 000, YV S [ July 15,1432 N I 2:
Jan, 15,1926 5,000, 000. 00 T ) Dee. 11945 864,000, 00 | 8418 1
Nov. 22,1926 4,000, 000. 00 63 | Dec. 11,1946 585,000.00 [ Y2 2
Sept. 8,1927 2,000, 000. 00 6 | Sept. 15, 147 |. 20,0000 [ Y1 1
..| Oct. 9,102 16, 000, 000, 00 6 | Oct. 11,1952 4,997,500.00 | 92.137 1]
.| June 30,1925 1, 743, 000, 00 6 | Oct. 1,198 704,008.78 | 8.2 . 1 X
IRELAND
Irich Freo State Dec, 51027 18, 000, 000. 00 5 | Nov. 11960 |.uuueenuvceonancanannannes wee] 12,408,000.00 | 94 07 ... Ui [ S B 3| 1 150,000.00 [-e-nneemnufonnnnnnans]




The Syndicate The National City v
Intermediato group Banking group Relling group Original terms Intermediute group Banking group Sellin
Totul ex- Total ﬂnet —_—
: | Number| Profit Amountof | Number | ¥roht Amount of | Number | Trofit Amount of benses profit AT Amount of st Amount of P Amount of foa s
* Lot denters| spread profit | of deulers] spread profit  [of dealers| spread protit Participation profit Participation | 25 Ll Partivipation | ¢ ,,,},‘,‘]‘t Participatior
59 1,0 $37,500,00 290 el $124,755. 00 $20, 226, 24 $3, 750, 000, 00 - , 040,000, 00 11,082, 24 1:.; 270, ooo
20 1 1220, 000, 00 327 13 210, 000, 00 25,368, TH 424, 4, 000, V), V0 . . 5,050,000, 00 3, 826,07 |2, 343, 5
1y 1 100, 000, 00 338 1% 175, 000, 00 13,317. 00 361,683, 00 7,500,000, 00 ceee| 5,730,000, 00 82 o8 | 5405, 000.
2 5 1 165, 000, 00 3 1 210, 000, 00 126 2 53, 600. 00 76, 436, 20 N4, 476,30 1 12,600, 000. 00 97,612, 50 | $13, 000, 000, 00 $0T, 880,96 | 10, 200,000, 00 GESO0.00 8, 705,000, 7
PO DD B I PP T 3 67, W0, 10 208 13, ING, G2, 50 4! 282,810, 19 7, H00, 000, (0 i RTICURS i P, FUUSU B K (N1 FTR1 1M 5 258, 000, 00
£ ISR I IR IR . ] 10100, 000,00 128 4 KD, THD, 00 : a0, 349, 36 2, 000, (0. 00 00000000 oo ool 20075000 | 2,300, SR, €
3 . R} EN 3, T U LR K 189, 120,00 01,088 79 4, (G, 200, 0 IRCTIRNY F T
N N 12 Dy 15, M) 0 124 2l 170, 612, 54 RN RITH RCTIATTINTT sl .
!
» 15 41 185, 000, () Bt 1y 225, 000,00 2 ), OO, (K) 1, (KN). (00, () 125, 000, m ! 10, 150, (K, (1) ! 7100, 000,
K IR SDR, u7 1 116, 620, 00 2 937, 130, 00 34, 434,000,00 | 32 4 3, ) 20, 211, 5001
w2 1 160, 000, 0 2 370, 870,00 9, 600, (00, 00 o4, 400 m i ' | N, sm (r
0 1 w4000 2 222,940, 00 6, 000, 000, 00 39,000.00 ) [ 2400 Mt
(SN (O 2 18, SO0, 00 15, 000, 000, 00 158, 50000 . . K R NIRRT EX un,wo L
i e e 0 .;.[ ! 14 171, 150, 0l 12, 862, 500. (% 161,531, 25 ) - ! 14,095, 00, 4w | 1, 300, 00, (
3 320, 004, 0 76 5 R 030, 525, 00 21, GO0, OO0, 00 | 284, K. 00 l S, 330, 000,00 | T 268,500,007 b 3RT, 000 21,688, G0, .,
g i .
: i ;
7 6 1 215, 000, 00 Gl 1 205, (0. (0 3N 3 659, 230, 0 THMOGG | 1,24, 105, 41 6, 250, 000, 00 TS0 | 10, 500, 000, 00 100, 000.00., N ;’.'.'».w-.u.nf 64T T2 N, G5, 000, £
i
P Ri| el 157,500.00 12 3738, 975, 00 46, 129, 31 6065, 345,69 | 11, 200, 000. 00 H2.50.00 1 . ... ..ol 7,850, 000 0 S5, S0, 00
N g 34 135, 875, 000,00 472 1525, 000, 60 a6, 647, 5% 1, 193,352.42 | 16, IN%, 000, 00 16180 0 ° . ORI R ] 12,000,000.00 1 HN5N, 000, €
i) . . 35 t HO0, 000, (0 534 B, 490, 00 18, 501, 13 1, 189, 188,57 | 15, 000, 0. 00 s sy T T DT T 1) a2n, v, o 6,038, 500. 2
i
.. 37 1 100, 000. 00 256 3 359, 370. 00 37,430. 10 521, 939, WO 5,625, 000, 00 S6,250.00 0 . .o ... e e - 5,010,000.00
. 37 1 100, 000. 00 180 34 313, 720,00 48 611,48 525.441 95 2, 541, 250. 00 PN N A B e e e L 20019,325.00
1. 4% 1 146, 542, 50 240 244 3UR, 275, 00 ] 547,661, 71 | 3,087, 500. 00 0, 255.4% ' G 3,000, 00). 00
1. . . 5 1 105, 000. 00 235 2 219, 5%0. 00 405, 881, 64 4, 218, 750. 00 [ 3, 660, (00, 00
- . It 12 44, 500. 00 238 2 200, 770. 00 43,512, 12 240, 882, &8 2, 036, 250. 00 2,802, 5(0. 00
.......... O 34 1 70, 000. 00 176 38 221,400. 00 34, 796, 99 5, 603,01 | 3,583, 750,00 3, T80, 000, 00 2,316, aﬁ
]
!
29 1150 100,000,000 325 4 284, 700. 00 A8, 769. 29 499,630, 71 | 10, 000, 000, V0 K 825, 000, 00 40, 504, 07
47 tha 150,000, 00 245 21y 250, 000, 00 36, 365. 75 513,634,25 | 10, 000, 000, 00 6, 525, (KK, (0 77, 310,97
S 1 100, 000, 00 285 134 191,922, 50 39, 576, 50 357, 046,00 | 10, 000, (00, VO b, ouu X, 00 12,793.17
T TR T 2e0, 00000071 I 7 sl 159,20 |30, 000, (00, 00" L8, 600, (5 €0
Y ) 201, 250. 00 3 33, o0, 00 1,003, 949,35 | 15, 000, 000200 T N.u 000, 00
63 140 100,250, 00 13, 114, 701. 25 053, 688, 31 | 18, 000, 000, 00 ! !
] iyl 216,650, 00 13 784, 545, 00 L1, 574,33 | 30, 000,000,000 | 2 IXLIEN .,.im, 500, ¢
B 3L INTA00.00 11 13y, 702, 50 T15,405.06 | 12, 500, 00 00 WA 00 5, 301, 500. ¢
11 I 40, 660, 00 oy 05, 700, () i . 37 166, 869, 631 10,000, 000 0 THAS0.0 L 2, 195, 000.
2 [P T, 700 2 150, 000, 10 .0,949 (5] 317,38 7, 50, 000, 00 139, 610. 50 .y, 51';,1! .0
o gy Y, . (0 2Ny 240, 175, 0 T, 088, 22 10, 00, OO0, O [} . T .
37 1,0 B, 000,00 2y 225, 12, W 41,22, s 10, LK), (0. VO 05, W8, 88 S 'm (XN, 1)
1} OSSO, . o Lol il 750,00 st 2 15, (UX), 00O, (X} Ly, 125.10) ‘o 7o 5, 00, 0
> 2 i§ UL 0 W Oy B A R T 142 2 420, 480, 20, 600, 000. (00
" ‘ . It “,0‘ 47400 8, (0, 000, 00
341,450 00 20, 000, 00V, OV 1505, 000,
""""" 00, 00” "1 000,000,007 235000700
75, 00 12, 000, 000, 00 130,000, (1) © .
129, ¥25. 00 8,000, 000, 00 A7, 600. 0 .
139, 850. 00 8§, 000, 000, 00 63, M43 48 :
79, 000, 00 p 180,622 59 | 3,650,000, 00 TL2W .. 13810621 2003 X
40, (00. 00 9, 51194 70,45%.06 | 2,000,000, 00 0, 000,00 feeomens o covitd amiiieiaeac s el TR I A S, 000,
aeceaee 306 249 400, 000, 00 .h,-ﬂM R 600, 585.69 | 16, 000, 000. 00 120, 650, 00 105,398.62 | 12, %60, 500.
ceemeennae 1 b 87,160,000 |.eoccnaeaanann 256, 257, 60 1, 743, 000, WU LI U1 1T SRR RSN RIS Supys RN N 1, 743, 000. ¢
i PO S 60 15 75,000, 00 332 14 275, 085. 00 78, 680.68 422,348.32 7,350, 000 73, 500, 00 11,110.78 8, 354, 000, "




The National City Co,
o Original terms Intermediute group Bankiog group Selling group
Totu) ex- Total net . : General . Numbep
\ Gross profit Discounts Net profit | of retail
penses profit N o o » evpense I
‘“l',‘::)""‘: of Participation "';‘,ggg: of [ Purticipation | A "ll’(t,:llﬁtt o | purticipation “";3(‘)""]": of | participation \"“,':}"m’ of sales
$124, 755,00 $20,226. 24 $170,528.76 | 33, 750, 000, 00 311,732, 24 3, 270, 000. 00 $11,722.50 $72,204. 74 $7,879. 6 $17, 592, 60 $40,732,48 851
210,000, 00 25, 308, 75 424, 6846, 25 9, 000, V00, VO 39, 826, 07 2,343, 700, 00 3N, U84, 88 167, 907, 95 4,129, 3 14,717. 09 149,061. 23 57
175,000.00 | 193700 361,685, 00 | 7 500, 000, 00 WEIZTR| 590500000 | U157 50 219,430.28 | 14,639, 63 21,205, 10 180,495, 55 1,074
53, 600, 00 76, 436. 20 NHL,UT6.30 | 12,600, 000, 00 97,612, 50 | $13, 000, 000, 00 $57,8%0,96 | 10, 200,000, 00 1, 800, 00 8, 105, 000. 00 156, 847, 83 104, 141. 29 02,309, 92 415,852, 90 304,018, 47 2,005
!
1IR3, 627, 7 47,208, 58 DRI [ 7, 500,000,000 BROMIT T L B I 000, 0 167,324, 31 41.-:4! 36 h.«»?l 94 84, 254,01 1,24
20, 75, 00 A5, 400 6Gh ! A, 34086 |2 o0, 000, 0 00000 o T 2,85, o0 L TN 00 M, 696,50 |0 . __ . 13, 8 10, 869, 50 )
|
| |
I8, 120,00 01, 6n4, 79 ORLITIRY | 1,006, 254000 NIRULTRIY ! I RN IR LTI RT T 19100, i lw T2 26,121, 12 43, 262, 3 101, 403, 22 1,172
179, 612 50 S35 46 S, 050, 33 ERLUIAT PN waees o A SURNTETEL T [ AN LI T 170, 55,45 TH1L 8T 31,828, 97 146,638, 35 1,575
! |
1
360, 000, 00 N, 720,00 MM, .5 11 N, 000, (x), () i K. 125, 0000, 1) 7, 1R 000, 00 l 131, 958, 22 16, 672, 53 49,942, 59 385, 343,05 2,406
37, 130.00 135,057, 89 34, 434, 000, 00 s : 20,201, 300,00 \Qs& 128,29 lw. 147.20 136,023, 40 547, 957,63 3,12
370,870,00 | 111, 74N, 56 4, 600, 000, 00 i .,n.u [ELINET 3, 150 500, 0 | 216, 932, 27 16, 584, 81 30,212, 84 170, 134,62 8
222,940, 00 71,979, 34 b, 000, 000, 00 PR A TN T 2,4 0,000.00 ; lh,(‘)ﬁ’ 55 26, 310, 00 17, 125, 50 74, 230.05 457
AR, 500, 00 0,237,830 | 15, 000, 000. 00 : 5. LI RINTT 5, 416, LUl). (h) « 308, 542,08 51, 895. 55 31,575, 28 218,071.25 671
471, 150,00 100, 12631 ¢ 12, 562, #0). 00 1183025 1 Lo A ENEUNT TR 11,300, 000, () ¢ 470, 848, 37 28,777,19 63,501, 00 273,480.18 1,853
Y70, 525,00 327,087,038 1 21, 60, €., () 238, 0. (K) | 26,834, 000,00 1 263, 380,00 1 1, 357, 00, () 21, 659, 0, ) 6, 024, 19 1, 0"9 .19 68 773,01 lNl, 541.16 809, 485, 02 5,302
H |
' ‘ |
65Y, 280. 00 THHMOAG 1,20, 105, 41 U, 250,000.00 | 78, 125,00 10,500, 00000 | 105,000, 00.; S, 225, (0, m ' SHITLT2] 8, 605,000,00 | 253, 470.00 499,772, 72 32,328,790 52,834.70 414,600.23 1,745
' i !
| )
373, 975, 00 46, 129, 5t 665, 345,60 | 11, 250, 000, 00 112, 500,00 e . B0, () (0 SRR 1, 1005, 0. (0 ST, 440,25 N3, 454,10 20, 142.50 26,347, 74 236, 993. 86 786
625, 000. 00 50, 647, 5% 1,108,352, 42 1 16, IR%, 000, (0) 161, 880 %) U, 2, 000, OH). (k) - 100,620 17 5,858, (000, 00 134, 405, 19 467,414, 66 15,492, 50 45, 148, 00 416, 274,16 1,175
549, 490, 00 18, 301, 13 1, 150, 18857 | 15, 000, G40, 00 STy DT lx, 425, 00, 00 ' B 120 521 GLO3EA00.00 | 113, 565, (0 151, 443, 32 15, 592,20 14,531, 48 38K%, 319, 64 1,643
i
359,370,00 | 37,430, 10 521,930,90 | 5,625,000.00 1 56,50, 00 - 5,010,000, 00 124,440.00 214,158.07 | 23,060.01 29,616, 74 161,481, 32 1,499
315, 720,00 49,611, 38 525,441, 95 2,.'»".250.00 . 45, nl 22 2.‘01" 75.00 71,200.00 134, 460. 60 4,203, 76 15, 350. 00 llé.iui. 1,101
.mn,?..s.oo 47, 155. 79 M7, 661 71 3, 037, 500. 00 | 60, 2 .4’( 3,600, W) 00 ¢ 00, 750. W0 6,042, 65 17,178, 10 133, 268, 76 743
219,550.00 | X, 490, 03 405,881.63 | 4,219,750.00 | 64,50, 57 £, 6, (00 00 ! 27, 04,657, 50 10,204, 45 23,118, 50 123,548, 27 20
200,770.00 | 43,512, 12 Y, RS2 N8 | 2,046,250.00 | 1w, 940, 34 I- ! 2. 802, 00, 00 10, 500, 37 37,333, 73 66, 773,49 9, 638, 03 16,697, 73 41,437,73 558
221, 400.00 3, 796. 99 326, 603, 01 J, 543, 750. 00 42,525 13 ! - . 70,000, 00 22,316.56 67,917. 50 132,622. 49 Y, 235,91 10,547, 90 112,838.68 701
! |
Q !
284,700. 00 88, 769. 29 $99,930.71 | 10,000,000.00 | 104, 000, 00 6,525, 000,00 124, 755, 00 269, 339, 07 17,630.24 29, 472,00 222,236, 83 1,125
), 000, (0 36, 365, 75 513,634.25 | 10, 000, 100, 0O 1'10,(110 w ! G, 525, (00, V0 L1, Y00, 00 , 23, 844, 4 30,135.12 202,231, 43 1,352
191, 922, 50 59,876.50 ! 357, 46, 00 [ 10,000, 000.00 {  125,000,00 | _ 5, 460, V. VO 63,012, 25 12,820,63 32,418,41 187, 657,38 950
............ L. e s aeaat 5, 000, G600, VO 143, 750, 00 25, 206, 69 33,650, 134, 8083, 31 594
209, 460,50 u»u, 150,20 30, 000, 000, VO 150 000, 06 v 13, 631, 000. 00 23p, 542, 50 57,916,358 95, 280, 69 391, 089, 66 2,285
7, 280. 65 .i 15, 000, (0000 166, 200. 00 | :,l)UU. 000, 00 205, 390, 0 26, 47, 64 42, 980, 00 354, 516, 58 1,531
53, 688, 3 18, 100, 000, 00 146, 752, 50 6, 336, 500, 00 12,523, 11 14,082, 52 34, 007,97 , 31, 92 )
D 1,201,574, .i-i 30, X, 000, 00 295, 240,00 1. 7,303, 500, 00 118,681, =5 l"’ 50 Y4 23,978, 18 49,202,83 359,279, 93 2,101
lw. 702, 50 .15 405,06 | 12, 500, 000, 00 025,00 ) . 5,501, 500, ) 70, 608, 66 ! 17,786, ¢ 43, 559.10 137, 740,32 1,451
95, 700 40 166, 869, 63 10,000, 000, (0 71,440,001, 2, 495, (NK). 00 45, 47,01 135, u)o 34 3, 446. 51 17, 440,05 121, 152,80 m
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228, 125,00 41, 225, N0 416, 729, 53 IO, mlo,(m.w ! m, U240 5, 700, 000, 00 135, 775,00 3, uu 832, 40, 333. 69 4,978.00 236, 521, 04 1194
245, 40, 00 4,408.55 HL 33145 | 15,000, 000, (0 o b, WML 0 16, N75. 0 6, 763, 200, 00 116,350 87 271,35, 37 365, 387, 63 210, 788. 45 1,824
320, 980. ]UJ, 910, 14 497, 190,99 | 20, 000, 000. (0 ¥, (35, (00, (K) 12,424, 61 K, 042, 000. 00 110, 4. U0 328,785, 74 4,459, 16 227, "45 93 1,457
u.o, L 42 225, 809, 37 8, (Il), 000. 00 —. e e ieee. b, 748, 700, 00 ut, 551 07 19, 281. 56 49, 025.25 146, 016. 36
351, lJo, 438, 49 HH, 206, 51 120, 000, 000, (0 8,428, (00, () 125, 070 00 328, 06, 13 49, 215,24 226, 582,00 1, O'u
E R P . - . 1, 150, 000. 00 42, 030. 40 42,060.00 |. .. 13, 825. 00 8, 205,
151), 000, 00 f 015, 52 701,953, 18 | 15, 000,000.00 2 10,750,500.00 § 230, 270,05 MM, 780,55 |... 438, 775. 85 3, ,39
343, 575, W 60, 050, 04 630, 518. 96 | 12, 000, 000, (W 130, 000, uu 42, 200, , 000, 00 150 0. W 322, 206. 36 250,834, 73 ,
120, 825, 00 JJ 247.52 221,577, 18 8, 000, 000, 0 A7, 600,00 I‘# 155. 00 1 '.m,.ooo o 7. 66 130, 522. 66 68, 149, 87 d14
139, 850, 00 IJ 248, 19 267, 435. 14 5, 000, 000, 00 643, K43, 83 34,833, 01 3, 124, 000, G0 l&U (L4 185, 810, 34 150, 551. 16 958
79, 000. 00 Is, 12711 180,622, 59 3,650, 000, 00 7t 250.00 18,5062 2, 353, 000, 00 A6, 660. CY 131, 721, 62 H lbl.-ﬂ 108, 016, 96 701
40, 000, 00 9,51, 4 70,458, 00 2, 000 000. ) AR0N00 oo [ 1, G3s, 100, 00) 2’5. 102,54 66, 102, 54 J, 519.04 49, 243, 26 465
400, 000. 00 !)7 404,31 600, 585.69 | 16, 000, VU0, 00 120,650.00 |. 105,308,62 | 12, 060, 500. 00 218,272.50 444, 321, 12 14, 165. 94 70, 245, U1 359, 909. 27 2,925
87,150.00 |..cecueneenn.. 2536, 257, 60 1, 743, 000, 00 LR (A RN I MR RS l, 743, 000, 00 87, 150, W 250, 257, 60 4Y, 815. 51 10,702, 02 105, 740. 07 282
1
i
i 275, 985, 00 18, 586. 68 422, 398. 32 7, 350, 000 73500,00 |.eeaiiii e 5, 200, 000. 00 11,110.78 5, 334, 000, 00 67, 797. 80 162,408, 28 22,375. 56 23,804, 62 101,228,20 1,108
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F 7 1 e eeaatancccenamaernas] . .
Do... Sept. 4,1928 16, 000, 000, 00 [] w 1
Po. .. Mar. 11,1920 [ 10,000, 000.00 6 3l 1
) 0 T3 YR Apr. 24,1930 25, 000, 000. 00 6 i 3 1
Chile Coprer Co........... .0 .| Dec. 13,1926 35, 000, 000, 00 5 . 5, 3 5 3 IR X
Lantaro Nitrate Co. (Itd.)...... ._......| June 18,1020 32, 000, 000. 00 6 [July 20,1954 ... . ...C USSR 142,000.00 | 9334 31 1 320, 000, 00 H
CZECROSLOV AKIA
Crechoslovak Republic ........ ... Oct, 27,192 25, 000, 000, 00 T3] Oct. L1045 { Called Apr, 1, 1928, .. ... 25,000,000,00 | V0}fe U a0l 4 B0 284, 375,00 6
DENMARK
Danish Consolidated municipal loan 31, 1921 15, 000, 000, 0O ] Feh, L1946 | Called Feb, 1, 1980 . 15,000,000.00 | 8% s | .odoo o oL 211 150,000.00 | .. ... |, ...
Kingdom of Denmark 22, 1920 25, 000, 000, 00 8 1 Oct, 15,1945 | Called Oct. 15, 1925 . 25,000,00.00 | Y5 00 . do.oL oLl 31 1 250,000.00 F
Do ... ... 19, 1921 30, 00u, 000, V) 6 Jan, L1942 ) Lo oL P N e e wis L3 127 RO [ S . B e RXPAE 1 1) I R I
FINLAND
Republicof Finland. .o oeeeiiiiiannnnnnas 18,1923 10, 000, 000. VO 6 Sept. 8y 3 1
Do. 1 ,1025 10, 000, 000. 00 7 Mar. a8, 417 5 1. 553
Do.. 14, 1926 15, 000, 000. 00 6h2 seybt. 8, 46y G| LO3S
15,1928 | 15,000,000.00 344 , 70 6 80
Finland Residentis) Mortgage Bank.._..] Sept. 28,1928 10, 000, 000. 00 6 Sept 915% 7 38
Finnish Guaranteed Municipal foan....] Oct. 8,194 7,000, 000. 00 6% | Oct. 4 1
GERMANY
10, 000, 000. 00 7 83,71 1 1.04
10, 000, 000, 00 638 | Dec Saija 1 1
10, 000, 000, 00 6 May 1, 1948 Boglns Sept. 15, 1933, 0l 1 My
Do 5, 000, 000, 00 6 Ma by | w5l do..... . ot il AU R
Amer. I, G. Chemical Corp 30, 600, 000. 00 5% o1 ] 1] 150, 090,
(entml ‘Bank for Agriculture, Germxmy.. Sept. 186, I 25, 000, 000, 00 7 fd 4 1 255, 250, 00
Do A July 11,1927 30, 000, 000. 00 1} 92 3 3 231,512, 50 |.
50, 000, 000. 00 6 9234 31 % 361,995, 00 |
1928 1 25,000,000.00 6 Yaly HIRY 125,000, 00
L'ﬂ)e Mining Corporation. . 11, 1929 10, 000, 000. 00 6 86 1Yoy T4 HO.00
1 r Steel Corporation. ... 2, 1926 7, 500, 000. 0V 7 Y. tid 1 st 139, 610.80 1.
......................... . 31,1924 10, 000, 000. 00 0 8846 I 63 08, 661, 74 L
uhine \'teslplmlm Electric Pow: L 12 1925 10, ()0, 00V. 00 7 1, 1950 | LGIN000.00 { 8914 ! R b, N38.88 1 . L. :
poration .
Do ee Aug. 10,1927 15, 000, 000. 00 G May 052 . soLom 00 | Y2 ] 1 135, B2h.00 0 .. L. [T
. Sept. 26,1928 20, 000, 000. 00 6] Aug. 1, 1958 . A6, 00000 | V0. 458 ) NEH 108,371 18 2
Oct, 2,1 18,000,000.00 [---eeaooolfl o Lo [ S PR Loy 1 1.K81 100L,2686.59 |.. ..
Mar. 20, 1930 20, 069, 000, 00 6| Apr, 1,195 4. B 0. 00| S9Ls 1 3 150, 00, 00 ..
‘eb. 20,1931 7, 500, 000, 00 i | Feh, 1,1436 None, | 95% D e
Feb., 3,1925 15, 000, 000. 00 7y Feb. 11,1945 None, ’“f}z 1. )3 225,000, 00 .
. June 30,1926 15, 000, 000, 00 63 { May 11,1951 1,001, 000,00 | 3U.9L 20 Lmd 162, 500, 00
Do. July 30,1830 10, 000, 000, 0V 5 | July 15,1932 R I PR 75, 000. 00
Savon State Morigage institution. Jan, 15,1926 5, 000, 000, 00 7 Dec. 1, BG4 00.00 | 88,18 1, L42 | 050533.33 |.
0 ceemeccnancacannoannn .- Nov, 22,1926 4, 000, 000, 00 645 | Dec, 11,1946 |. o585, 0,00 | Y2 2i 2 0, 000, 00
DOocaceannnn tedesemrncsccrennnaaanes bept. §,1927 2,000, 000. 00 6 Sept. 15 1447 220,000.00 ] Y1 [ 10, 00, V0
HAITI
Repubnc of Ham ..... [T Oct. 9,192 16,000, 000.00 6 [Oet, 1,1952 ) ... 4,997,500.00 | 92,137 9634l.....do........ e 1 563 | pss0.00 Lol
.......... tememeesscscasascanasas] JUNG 30,1925 , 743, 000. 00 6 Oct, 11983 Jeeoeee e 704,908. 78 81,29 96 f....doiiiiiieaial 1 97 169, 100.60 ... ... L,
IRELAND
Irish Free State Dee, §,1927 15, 000, 000. 00 5 Nov, 1,1960 {-.ceaue... P deeniueasanen 12, 408, 000, 00 9 9 ... L1/ P 3 1 150,000.00 }.aeoeo o ooan. .
JAPAN .
Industrial Bank of Japan (Ltd.)..........| Aug. 12,1924 22, 000, 000. 00 6 | Aug. 15,1927 Matuted .................... 22,000,000.00 | 9623 99%%].-... {11 SR 4] 1
Oriental Development Co, (Ltd.)........| Mar, 27,1923 19, 900, 000. 00 6 Mar. 1,1053 3,703,500.00 | 87 92 d. 3 1}6
Do. .- -emsef OcCt, 30,1928 19, 900, 000. 00 5)4 | Nov. 11,1958 1, 336, 000. 00 8654 90 3 bA
HOLLAND
City of Rotterdam...cocceeenn... PO, Apre 16,1024 6,000, 000. 00 6 | May 1,1064 |..ccoeoeoo... PR 200,000,00 | 94K 08 [..... (1) NN 4 4 45,000.00 |--.... U R
NORWAY
Kingdom of Norway.......... vemmaamaann Septs 28, 1920 29, 000, 000. 00 8 | Octy 1,1940 | Called Octs1,1025at 110....| 20,000,000.00 | 945§ 5 3% 150, 000. 00 15
DO0ecreameccaaamcmcaereenateananenas Octs 16,1922 18, 000, 000. 00 ] Oct, 15,1052 Sn{x:g‘?g fund starts Apr- 15, |-eeeicecnnnnn... 97 5 13 $0, 000. 00 .
Augy 15,1628 | 2,000,000 | 0 | Augs 15,104 )..... : u 1| 5 | 1000000
Aug, 5.!924 25,000, 000. 00 6 Aug, 1,1044 |. . . 00 H . 5 1 250, 000, 00
rwegian Hydro Novs 17,1627 20, 000, 000. 00 54 | Nov, 11057 |- 2000C . X 9013 31 1 175, 000. 00
Corporation,
PANAMA
Republicof Panama. .....c.cceceavnnenes June 25,1928 12,000, 000. 00 5 | May 15,1983 |............. eeeieiaccanianans 340,000.00 | 4.2V L7331 R [ T 6 W20 | 20,462,832 [ooeoiiii]eean.
SWEDEN
Swedish Goverament. . June 12,1919 25, 000, 000. 00 6 [ June 15,1939 { Called June 15,1929, at 102...} 25,000, 000. 00 9k [ 1721 PO ] [ SO 12 1 250,000.00 [..........{--....
0ue-vcncacssonnan- .| Oct, 27,1024 30, 000, 000. 00 S8 | Nov. LI9M | e None. 96. 62 gutel () [T 12 1 151, 500.00 §... I RS
URUGUAY
Republic of Uruguay.....cceceaueenaeanan Aug. 8,1921 7, 500, 000. 00 8 JAug, LIMO|.._ oo 639,000.00 | 93 L3 ) - 3 s S 2] 1 75,000. 00 1
Tota). cecaoaeniiencnncntecnenecnafoncacacsaconaan 1,078,955,000.00 J.cenmnenna]iaemnnnioieaana]amenanaa e 222,868,908. 78 |- - comoeocf e erannne 9,600, 408.87 |..o.o o lfaenen

1 Amerlcan shares common stock.



2] 1 ' ] 45,0 )0) T 2 954,130.00 | 155,054.4 1) 1, 0h08fR 1170, 2 1 Ly .
4] 1 92 1 160, 000, 00 600 2 370,870.00 | 111, 748. 56 579,121.44 | 9,600,000, 00 X
al 1 90 1 90, 430. 00 459 2 222,940, 00 71,979, 34 341,390.66 | 6,000.000,00 X
31 1 »3 | 225, 000, 00 425 2 A8Y, 5N, 00 76,237, 30 05, 762,70 | 15000,000.00 | 153, 500. Wi
51 1 | 350,000.00[.." " w 39] 262,500,000 w7 1 10015000 | 100, 126, 31 83, 523,60 | 12,862,500.00 | 6Lz [0
ol 3 1 320,000, 60 & 1 320, 000. 00 it Sal 2382,500.00 LAY 2 7Y, 525,00 [ 327, 087,08 1,526,937 07 | 20, 600,000,00 | 234, 900, 00 26, 334, C
!
[N P [ L 4 550 234, 375,00 [ 1 215, 000. 00 61 1 215, 000, (0 Ny 3 G54, 230, 00 TLAA |1, 105,44 6,260,000.00 [ 5, 125,00 | 10,500,
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SamprLeEs OF CIRCULARS ON GERMAN OFPFERINGS

AEG——$16,000,000 ALLGEMEINE ELEKTRICITATS GESELLSCHAFT (GENERAL ELECTRIC
CO., CERMANY) 20-YEAR 6 PER CENT GOLD SINKING FUND DEBENTURES

Debentures dated May 1, 1928; due May 1, 1948,

Sinking fund beginning September 15, 1933, sufficient to redeemn by matu:ity.
in substantiaily equal semiannual instaliments, one-half of the debentures out«
standing on that date. .

Interest payable November 1 and May 1. Coupon debentures in denomina-
tions of $1,000 and $500, registerable as to principal onlg. Principsl, interest,
and sinking fund payable in New York City in United States gold coin of the

resent standard of weight and fineness, at the National City Bank of New

ork, trustee, without deduction for any past, present, or future taxes or duties
levied by or within the German Reich, Sinking fund payments may be made
either in debentures of this issue or in cash, and any cash so paid will be a{)plied
to the redemption of debentures at 100. Issue also redeemable as a whole but
not in part on any interest date on 30 days’ notice, at 102 up to and including
May 1, 1933, at 101 up to and including May 1, 1938, and at par on any interest
date thereafter,

Trustee, the National City Bank of New York.

Principal and interest shail also be collectible, at the option of the holders, at
the city office of the National City Bank of New York, in London, England,
in pounds sterling, at the then current buying rate of the said bank for sight
exchange on New York City.

These debentures wii! he direct credit obligations of the AEG, which will
covenant in the trust agrecment that it will not execute any mortgage upon, or
make any pledge of, any part of ite properties or assets without providing for
the security of these debentures, either in priority to or, at the option of the
company, equally and ratably with the other obligations or liabilities to be secured
by such mortgage or pledge.

The following is summarized from the accompanving letter of Messrs. Biicher
and Pfeffer, managing directors of the Allgemeine Elektricitits Gesellschaft:

The company was originally incorporated in 1883 under the name of the
German Edison Co., to exploit the Thomas A. Edison patents for incandescent
lamps. In 1887 its corporate name was changed to ‘ Allgemeine Elektricitiits
Gesellschaft,” since known the world over as the AEG.

For many vears AEG has enjoyed a cooperative relationship with the General
Electric Co. (America) under a contract which provides for the exchange and
mutual use of patents, technical knowledge, and experience. This relationship
has heen a source of strength to hoth companies.

AEG manufactures all forms of eleetrical apparatus from the largest turbo-
generator set to a flashlight bulb. During the fiscal years 1910-1914, inclusive
total business averaged over $85,000,000 per annum and in some years exceede
$100,000,000. In recent years gross sales have increased from approximately
$54,000,000 in the fiscal year ended September 30, 1924, to over $100,000,000 in
the fiscal year ended September 30, 1927, and it is believed that the current vear
will show & further substantial increase. The company’s products have achieved
a world-wide reputation for quality and efficiency.

Except for the charge or lien in favor of the so-called Dawes debentures, the
capital amount of which has been fixed at the equivalent of $6,115,000, the only
outstanding liens on any of the company’s properties are small mortgages to the
extent of about $965,000.

The balance sheet of the company as of September 30, 1927, indicates net
tangible assets, after deducting all liabilities except funded debt, of more than
$73,750,000, as against total funded debt then outstanding of $21,352,232. The
plant machinery carried at a figure of less than $5,500,000 has a replacement
value estimated to considerably exceed $50,000,000. All the company’s valuable
models, patents and tools, as well as furniture and fixtures are carried in the
balance sheet at less than one dollar.

During the first 30 years of its history, the company enjoyed a practically
continuous record of prosperity, as indicated in the increase of its capital stoc
from about $1,190,000 to the equivalent of $36,890,000 in addition to which its
reserves (surplus) on June 30, 1914, aggregated about $22,776,000. At present
quotations the market value of the company’s share capital is ¢qual to nearly
$70,000,000. The company has regularly increased its dividend during recent
years from § per cent for the fiscal year ended September 30, 1924, to 8 per cent
for the fiscal year ended September 30, 1927.
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For the five years ended June 30, 1914, the net earnings available for dividends
after deducting all interest, tax, and depreciation charges, averaged $5,366,885
per annum. In every year since 1915 the company’s operations have shown a
profit. During the four dvears ended September 30, 1927, the net earnings after
deducting all interest and tax charges except income taxes but before deducting
depreciation, averaged $3,888,973 per annum, and the net earnings available for
dividends after all charges avera§ed $2,2256,917 per annum.

Application will be made to list these debentures on the New York Stock
Exchange. Price on application.

THE NartionaL Ciry Co.,
National City Bark Building, New York.

Fifteen offices in the metropolitan district. Offices in the leading cities
throughout the world.

BERLIN, June 5, 1928,
Tre NationaL Ciry Co,
35 Wall Street, New York, N. Y.

DEARr Strs: In connection with the issuance of $15,000,000 principal amount
20-year 6 per cent gold sinking-fund debentures of the Allgemeine Elektricitéts-
Gesellschaft (General Electric Co., Germany), we take pleasure in giving you
the following information:

PURPOSE OF ISSUE

The proceeds of this issue will be used partly to reimburse the treasury for
capital expenditures and to provide additional working capital in line with the
increasc in the company’s business and for other corporate purposes.

SINKING FUND AND REDEMPTION

A sinking fund beginning September 15, 1933, will be provided which will be
sufficient to redeem by maturity one-half of the debentures outstanding on that
date in substantially equal semiannual installments at 100. The outstanding
debentures may also be redecmedd, at the option of the company, as a whole
but not in part, on any interest date prior to maturity, on 30 days' notice, at
102 and acerued interest up to and including May 1, 1933, at 101 and accrued
interest up to and including May 1, 1938, and at par and acerued interest on
any interest date thereafter.

EARNINGS

The company’s earnings prior to 1914 reflected its steady growth and consistent
prosperity. For the five yvears ending June 30, 1914, the net earnings available
for dividends, after deducting all interest, tax, and depreciation charges, aver-
aged $5,366,885 per annum.  In every year since 1915 the company’s operations
have shown a profit. For the four vears ended June 30, 1918, the net earnings
available for dividends (translated into dollars at the approximate rate prevail-
ing at the end of each year) averaged $5,307,262.

During the year ended September 30, 1924, the books of the company were
Plﬂced on a gold basis, and net earnings for that and subsequent vears were as
ollows:

" Net earnings| !
‘after interest | Net earnings
»ond taxesex-|  for year ! Dividend

Year endlng Sept. 30— " “cept income { available for ! rate
‘tax but before] dividends .
. depreciation I
! ! Per cent_

23,201, 107 $1,719,143 ;
3,523,779 1,001,520 «
3,430,452 2,453,005

)
7
3,..0,554 | 2,830,000 ; 8

The gross sales of the company increased from approximately $54,000,000 in the
fiscal year ended September 30, 1924, to over $100,000,000 in the fiscal year ended
September 30, 1927, and orders on hand indicate a very substantial increase in
business for the current year. The company now employs nearly 65,000 people,
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Except as otherwise stated German currency in this letter has been converted
into United States currency at the rate of 4,20 reischsmarks to the dollar.

BALANCE SHEET

The balance sheet as of September 30, 1926, as compared with the balance sheet
of September 30, 1927, as approved by the stockholders, is shown below:

¢ s wn
ASSETS i
i
Real estate, plant and equipment (less depreciation)........................ |OR2 12,705 £24.660,684

Stacks of subsidiary and other compuanies.
Othor investments.

Mongnges. ceeenan

Merchandise and m 2L TR IR 15,812, 47
Accounts receivable....... A Q, 245,878
Duec from branches, subsidiary, and affiliated companies. .. R ¢ 2 20, 219, 139
ACCEPEANCES. o oee ittt aas .- BTy 3, 567, 831

Cash and with banks (net)..

Treasury stocK.....cccoaun.. IS 167,411

Bond discount. ... ...coieeiiiiieiiiiaaaas 137,143 ¥52,
Due fromn stockholders on stock subscriptions. .. .o.oovrvenaraaaaiin i e 5, 357, 143
TOtal BS80S . .o veiiis it iiiiiniais temaaiie eeeeenee e eae 25 HL 3R 110, /95, 248

LIABILITIES !
Capital stock:

O O TNINON . e et et e e caieecaaatorae s enacnnssaannnsnaace naeaernaamnnn 26, 57L42% 35,714,286
Preforred..... 4165 666 4,166, 666
Freferred B L ¥4 26 4, 464. 286
Total capital stock 35LMAISY 44,345,238
QGeneral reserve.. AR S 5, 66, 667
Welfare reserve... 102N 763 1,071,420
20-year sinking fund 7 per cent gold debentures, due Jan, 15, 1045.... 10,90 000 , 10,000, 000
15-year 634 per cent gold sinking fund dehentures, due Dec. 1, 1940. . <. 00, 000 €, 873, 000
Revalorizad mark 10808, ...c.o.vnnniiiiiiiieian e e ieeneeaaa 3227} 3,415,788
OPLROROS. . . o .eoeiiicaceacamanenasn Y33 64,723
Called mark honds not yet redeemed.......coveeenmneerunniomnnimiomenena iaai i 8,723
Prepayments by customers. 6.544.061 | 4,084,138
ccounts payable - s ] &, 537, 835
Balances due on contrac 23304 . 4,214,451
Due branches, subsldiary, §3%,43 13, 522,008
Savings bank deposits.............. D L SO, ' 4,391,053
Uncollected dividends, interest, ete . 81,853 72,482
Profit 8nd 1038 ACLOUNL. c. ..t iveeeneiernaaireaieimaaan i aneiean L 2,682 108 2,940,717
Totalllabilltles...................................‘...........4........: 9!.94!.315; 110, 698, 248

All of our valuable models, patents, and tools, as well as our furriture and
fixtures, are carricd in the above balance sheet at a total valuation of less than
one dollar. All our machinery is carried at a figure of less than 25,560,000,
although we are quite prepared to state thut it would cost considerably more than
$50,000,000 to replace to-day.

The capital stock of the company was increased on September 19, 1927, by an
issue of reichsmark 30,000,000 par value of additional common stock, so that the
total outstanding common stock is now reichsmark 130,000,600, which stock is
now quoted on the Berlin Stock Exchange at about 170 per cent, thus indicating,
together with the preferred stock outstanding, an equity of nearly £70,000,000.

CHARACTER OF OBLIGATIONS

These debentures will be the direct credit obligations of the company, which
will covenant in the trust agreement securing them that so long as any of the
debentures remain outstanding and unpaid, the company will nat execute any
mortgage upon or make any pledge of any part of its properties and assets, either
real or personal, unless such mortgage or agreement of pledge shall provide for the
security of these debentures either in priority to, or, at the option of the company,
equally and ratably with the bonds, notes or other obligations or liabilities, of
whatsoever character, which are to be secured by siuch mortage «r pledge.

Except for the charge or lien in favor of the so-called Dawes debentures, the
capital amount of which has been fixed at the equivalent of $5,115,000, the only
outstanding liens on any of the company’s properties are small mortgages to the
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extent of about $965,000, of which about $660,000 represents mortgages on new
plants acquired in 1926. The company will also covenant in the trust agreement
not to tuke advantage of the provision of the German law, under which the Dawes
debentures have been created, to register an owner's mortgage in its own name
to the extent that it may at any time have redeemed or repaid such debentures.

The company has outstanding approximately $3,415,7¢6 of reichsmark ohliga-
tions due over varyving periods from 1932 to 1953 which under the revalorization
law (Aufwertungsgesetz) of the German Reich are entitled to interest at 5 per
cent and to certain beneficial annual payments based upon the dividend paid on
the common stock of the company, such total payments now aggregating approxi-
mately $208,000 but which in any cvent would be below $226,000 per annum,

The company also has outstanding two issues of dollar debentures issued in the
United States in 1925 of which there were outstanding an aggregate total of
$16,5873,000 on September 30, 1927,

The trust agreement will further provide that the company will not pay any
cash dividends on its capital stock subsequent to September 30, 1927, except ont
of net earnings. :

HISTORY AND BUSINESS

The company was originally incorporated in 1883 under the name of German
Edison Co., to exploit the Thomas A. Edison patents for incandescent laiups.
Shortly thereafter it extended its secope to cover the manufacture of electrical
machines, apparatus and instruments of every nature, and its corporate name was
accordingly changed in 1887 to ** Allgemeime Elektricitats Gesellschaft' whiech
has since become well known the world over as the AEG.

The company was, and has always continued to be, a pioneer in the electrieal
industry and through unceasing rescarch and experimental work and by pains-
taking workmanship and prudent business management the company enjoyed
in the first thirty yvears of its history a practically continuous record of prosperity,
unsurpassed, so far as we know, by any other company of a similar character
outside of the United States, and its produets achieved a world-wide reputation
for quality and cfficiency.

During this period the company's original capital stock of about $1,190,000
increased to the cquivalent of $36,860,000; in addition to which its reserves
(surplus) on June 30, 1914, aggregated about $22,776,000. In no year during
this entire period did the company fail to pay a dividend upon its eapital stock.
The average rate paid was 10.38 per cent per annum, and in no year subsequent
to 1893 was the annual rate less than 8 per cent.

The company’s plants are of modern, fireproof construetion, equipped with
up-to-date, machinery and apparatus, and in addition to the manufacturing
plants include the necessary warehouses, power houses, administration buildings
and laboratories,  In and aronnd Berlin and elsewhere the company owns about
197 acres of real estate, upon 119 acres of which have heen located the central
administration and manufacturing buildings containing more than 10,000,000
square feet of floor space.

The company’s produets inelude ahnost every conceivable form of eleetrieal
apparatus and applianeces, from an eleetrie locomotive, or a turbo-generator set
capable of delivering 80,000 kilowatts to a pocket flash-light bulh, Tt manu-
factures clectric and steam-locomotives, steam-turbines, Diesel engines, broad-
casting and radio-receiving apparatus, meters and other recording instrunients,
motors and generators and all Kinds of central-station and substation equipment,
It not only manufactures and sells, but also undertakes the construction of
cleetric light and power-transmission systems, central-power stations, clectrie
railways and eleetro-chemical works,  The eompany's products are distributed
within Germany through 79 offices and branches, most of which have their own
repair plants and crecting organizations,  Abroad it is represented in practieally
every country of Europe and also in Mexivo, South America, South Africa China
and India.

Our total business for the fiseal yeavs 1910-1914 iuclusive, averaged over
$85,000,000 per annuin, and in some years has exeeeded $100,000,000.  While
the year ended September 30, 1927 proved to be a record year for the period <inee
the war, with sales again exeeeding $100,000,000, it is believed that the ewrrent
vear will show a further substantial increase, At the present time over one-third
of the company’'s business is done outside of Germany.
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During the last decade, the development of the company has necessarily been
along thie line of strengthening the cconomie basis of our business by establishing
closer relations with producers of certain necessary raw materials and unfinished
products. In this connection we may state that our company has always been
one of the largest single customers of the American copper industry.  In the
past year we bought a very large quantity of copper from America, besides
considerable quantitics of zine, silver, oil, benzine, lead, ote.

For many years there has existed between our company and the Ceneral
Electric Co., in the United States, a very happy and cooperative fricndship.
Under a contract that still has many years to run we have agreed to the exchange
and use of each others’ patents, technical knowledge, and experience in the
cleetrie field.  We believe that this relationship has been and will continue to be,
a cource of mutual strength to both companies.

ALLGEMEINE ELERTRICITATS-GESELLNCHAFT,
HErMANN BiicHER,
Avcust PFEFFER,

Managing Direclors.

(The information contained in this circular has been obtained from official
statements and statistics and from other sources which we counsider reliable.
We do not quarantee, but believe it to be correet.)

NEW ISSUE OF $20,000,000
RUINE-WESTPHALIA ELECTRIC POWER CORPORATION
(RHEINISCH-WESTFALISCHES ELEKTRIZITATSWERK AKTIEN-GESELLSCHAFT)

CONSOLIDATED MORTGAGE GOLD BONDS, 6 PER CENT, SERIES OF 1928, CARRYING
CERTAIN STOCK PURCHASE RIGHTS FOR ‘ AMERICAN SHARES'’

Bonds to be dated August 1, 1928; due August 1, 1953.

Interest payable February 1 and August 1. Principal and interest payable
in New York City in United States gold coin of the present standard of weight
and fineness at the head office of the National City Bank of New York, without
deduction for any past, present, or future taxes or duties levied by or within the
German Reich., Principal and interest will also be collectible at the u})tion of
the holders, at the city office of the National City Bank of New York, in London,
England, in pounds sterling, or at the Credit Suisse, Zurich, Switzerland, in Swiss
francs, in each case at the then current buying rate of the said banks for sight
exchange on New York City.

Coupon bonds in denominations of $500 and $1,000, registerable as to prineipal
only. Redeemable at the option of the corporation as a whole, or in part, at any
time, upon 30 davs’ notice, at 102 and accrued interest, if redeemed on or
before August 1, 1933; at 101 and acerued interest, thereafter to and including
August 1, 1943; and at 100 and accrited interest, thereafter. Also redeemable in
part through operation of the sinking fund, on any interest date, npon 30
days’ notice, at 100 and accrued interest.

rustee, the National City Bank of New York; co-trustee, Darmstiidter und
Nationalbank Kominanditgesellschaft auf Aktien.

The following is summarized in part from the accompanying letter of Messrs,
Henke and Schmitz, managing directors of the Rheinisch-Westfilisches Elek-
trizitiitswerk Aktien-Gesellsehaft:

The Rhine-Westphalia  Eleetric Power Corporation with its_subsidiuries
comprises one of the largest eleetric light and power systems in Europe, with
respeet to property valne, earnings, capacity of power stations and number of
customers. The territory served embraees a large part of the Rhineland., ineluding
the Rubr district, the most important industrinl scetion of Germany. This
territory has an area of abont 9,360 square miles and a population of over
8,000,000,

The consolidated earnings of the corporation and certain of its wholly owned
subsidiary compunies, ineluding only a portion of the carnings of the many
otlier ¢ompanies in which the corporation has a substantial and profitable
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interest, for the three fiscal years ended June 30, 1925, 1926, and 1927, respectively, .
were as follows:

Fiscal years ended June 30—

1025

i ) T

oo $24,206,224 . 323,068,756 ¢ §20,065, 563

- 15,563,857 15,165,002 16, 932,054
|

: 1927

QGross earninys, including nonoperating income.. ...
Operating evpenses, maintenunce, and taves

Net earnings, hefore reserves for renewals and replace- ! !
1T R R S PoOoT 02,267 8,523,104 . 9,973,479

The ecarnings statement for the yvear ended June 30, 1928, is not vet available,
1t is fully expected that it will show earnings in excess of those for the year ended
June 30, 1927, which exceeded all previous years in the history of the corporution
in point of earnings. Indications are that the current year will set another new
reeord, output during the past few months having increased approximately 23
ger cent over the corresponding period of the previous vear.  The net carnings of
%9,973,479 for the fiscal year ended June 30, 1927, as shown above, compare with
annual charges of £3,049,985, constituting interest requiretnents on the mortguge
debt, including this issue, and estimated maximum fixed charges on industrial
debentures issted under the Dawes plan.,

The consolidated mortgaged gold bonds will be secured by direet mortgages
on the operating properties of the cur‘)orution, subject to 85,189,524 industrial
debentures issued under the Dawes plan and $24,252,500 (closed issue) direct
mortgage gold bonds. The trust indenture under which these bonds will be
issued will contain conservative restrictions governing the issuance of additional
bonds ‘hereunder. The trust indenture will also provide for n cumulative sinking
fund calculated to retire by maturity over 56 per cent of the bonds of the 6 per
cent series of 1928.

Each $1,000 bond will carry a stock-purchase right, evidenced by an appro-
priate warrant, nondetachable until January 1, 1929, entitling the holder to
purchage, after January 1, 1929, and on or before August 1, 1931, four American
shares, each issucd against the deposit with the trustee’s agent in Berlin of 100
reichsmarks ($23.81) par value of the common stock (bearer shares) of the cor-
yoration, The price to be paid for each American share will be as follows;

50 if purchased after January 1, 1929, and prior to Augusti 1, 1929; $52.50 if
purchased on or after August 1, 1929, and prior to August 1, 1930; and $55 if
purchased on or after August 1, 1930, and on or prior to August 1, 1931, after
which date the purchase rights will be void. The current market price of the
German shares on the Berlin Stock Exchange indicates & market value for the
American shares of approximately $50 a share.

These bonds are listed on the New York Stock Exchange. Price on application.

A substantial amount of these bonds has been withdrawn by Credit Suisse,
Zurich, for Switzerland. Additional amounts have also been withdrawn for
other Europcan markets.

Tue Namionar City Co.,
National City Bank Building, New York.

Twenty-one offices in the metropolitan district. Offices in the leading cities
throughout the world.

RuEINISCH-WESTFALISCHES ELEKTRIZITATSWERK
AKTIEN-GESFELLSCHAFTY,
Fssen, Germany, Seplember 26, 1928,

Tne NarioNaL City Co.,
65 Wall Street, New York City.

DEAR Sirg: In connection with the proposed issue of $20,000,000, principal
amount, consolidated mortgage gold bonds, 6 per cent, series of 1928, of the
Rheinisch-Westfilisches  Elektrizitittswerk Aktien-Gesellschaft, hereinafter re-
ferred to as the Rhine-Westphalia Electrie Power Corporation, we take pleasure
in giving you the following information:
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The Rhine-Westphalia Electric Power Corporation has experienced a remark-
able growth since its organization iy 1898, and at the present time, with its sub-
sidiary companies, comprises one of the largest electric light and power systeis
in Europe with respect to property value, earnings, capacity of power stations and
number of customers served. The business of the corporation is especially well
integrated. Electric energy is generated in the corporation’s power stations
from fuel obtained from the adjoining coal mines of subsidiary companies, and
is supplied to over 440,000 industrial and residential customers through the
corporation’s high tension transmission lines and distribution systems.

The territory served has an area of about 9,360 square miles, and includes a
large part of the Rhineland, extending from the Netherlands frontier on the
north and west, into the Province of Westphalia on the cast, and south to the
River Nahe. This area includes the Ruhr distriet, the most important industrial
section of Germany, and also the so-called Siegerland, known for its iron-ore
deposits,  As there are numerous industries of a widely diversified character,
the prosperity of the territory is not dependent on the success of any one business.
Among the more important industries are included iron and steel works, iron-ore
mines, hardware factories, coal mines, lignite (brown coal) mines, textile plants,
leather factories, clectro chemical works, dye works, and oleomargarine plants.
In addition, the territory contains large areas of fertile farm land which produces
excellent crops of many kinds. The communities entirely supplied by the systein
have a population of over 8,000,000 and include the cities of Essen, Muhlheim-
Ruhr, Gelsenkirchen, Grefeld, Munchen-Gladbach, Wesel, Osnabruck, Rem-
scheid, Solingen, Siegen, Bingen, Kreuznach, and Neuss. In addition, the
corporation furnishes cleetrie energy to large portions of the cities of Cologne,
Dusseldorf, Duisburg, Coblenz, and Oherhausen, and to the extensive plants of
the largest inland harbor of Europe at Ruhrort.

The eleetric output of 1,650,000,000 kilowatt-hours for the fiscal year ended
June 30, 1928, was the greatest in the history of the corporation; and of this
amount, about 81 per cent was generated in the corporation’s power stations.

PROPERTIES

The system includes nine electric generating stations with an aggregate eapacity
of 700,000 horsepower. The principal station of the corl)omtion, the Goldenberg
plant, is one of the largest and maost modern in the world, and has a eapacity of
390,000 horsepower. The present construction program provides for a consid-
erable increase in generating capacity, and that of the Goldenberg plant alone
will attain 530,000 horsepower. Its equipment includes four 67,000 horsepower
steam-turbo units. The transmission and distribution systems comprise over
1,580 miles of 110,000-volt stecl tower lines and 15,000 miles of medium and low
voltage lines which supply approximately 510,000 electric meters. 'The above
figures for output and property cover only the inter-connected electric system
of the corporation and its subsidiaries, which does not include the many affiliated
electric companies of whose stocks substantial amounts are owned by the cor-
poration.

The fuel for the corporation’s power stations is obtained almost entirely from
coal and lignite mines owned by subsidiary companies and loeated under or im-
mediately adjoining thestations. The coal mines, estimated to contain 75,000,000
tons (of 2,000 pounds), are being mined at the rate of 1,400,000 tons o yesr.
The lignite mines are estimated to contain 450,000,000 tons, and the power
stations of the corporation, which are designed to burn this fuel efliciently, con-
sume approximately 4,000,000 tons a year. Although lignite (brown coal)
has a relatively low heating value us compared with coal, it is mined through
surface workings at very low cost beeause the average depth of the cover of rand
is only about 30 feet, below which the lignite deposit extends for about 120 feet.

The corporation has consolidated its territories by exchanging its half interest
in a company located in central Germany for a majority interest in the Braunkoh-
len Industric A. G. “Zukunft” Weisweiler. This enterprize owns lignite mines
near Aanchen, Germany, and has an electric distribution system in a territor:
situated between the Duteh frontier and the boundary of the corporation’s
own tervitories.  During the past yvear it had snles of 172,600,000 kilowatt-hourr,
which are not included in the corporation’s sales above mentioned, ‘The line of
It.ihiﬂ new subsidiary will be connected with the corporation’s own high tension

nes.
In order to supply the steadily inereasing demand for current in the vast and
populous territory extending from the Duteh and Belgian frontiers to southern
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Germany and, further, to the boundaries of Switzerland and Austrin, a 220,000.
volt cirenit will shortly be placed in operation. This high tension cable wili be
connected with hydroelectric power plants in sonthern Germany and Switzerland
as well as with the power plants in the central German lignite coal district.
Eventually the system will also inelude a hydro-electric power plant now under
construetion near Fssen, in the very center of the corporation’s territory, which
plant will utilize the off-peak surplus of steam generating capacity of the corpora-
tion's own plants and of the steel works and eoal mines in the Ruhr distriet, in
filling n reservoir to a level of 160 meters, the water thus stored serving to generate
current to supply day-time peak requirements. This plant will have a capacity
of 190,000 horsepower with an annual output of 200,000,000 kilowatt hours.

In addition to the electric and coal properties described above, the eorporation
owns o modern coke oven plant which supplies gas at wholesale to the city of
Essen.  The high pressure gas transmission system connected with that plant
has heen ceded to the ‘““Ruhrgas’ in exchange for stock of that company. The
latter company was formed to exploit the gas production of practically all the
coal mines of the Ruhr district. The corporation also owns the entire capital
stock of two relatively small electric railway companies, and operates under
lease several municipally owned lines. It also ho{ds as investments, smaller
stock interests in ruany other public-utility companies. In respect to both rev-
enue and physieal value, however, the electric and coal properties represent over
96 per cent of all properties owned or controlled.

PURPOSE OF [IsSsUE

The proceeds from the sale of the present issue of honds will be used to reim-
burse the corporation in part for expenditures made in connection with important
property additions, to provide funds for further acquisitions and for other
corporate purposes.

EARNINGS

The consolidated earnings of the corporation and certain of its wholly owned
subsidiary companies, including only a portion of the earnings of the many other
companies in which the corporation has a substantial and profitable interest, for
tt'hel three fiscal vears ended June 30, 1925, 1926, and 1927, respectively, were as
ollows:

3 i
14, w02, ng

(iross carnings, Including noroperating income R
Opernticy expenses, mamtenance and taves .. ... . . ...

Neut earnings hefore reserves for renewals and replace-

POMSigan o e e 9,970, 479

The earnings statement for the year ended June 30, 1928, is not yet available.
It is fully expected that it will show earnings in exeess of those for the vear ended
June 30, 1927, which exceeded all previous years in the history of the corporation
in point of earnings.  Indications are that the current year will set another new
record, output during the past few months having increased approximately 23
per cent over the corresponding period of the previous yvear. The net earnings
of $9,973,479 for the fiscal vear ended June 30, 1827, as shown above, compare
with annual charges of %3,049,985, constituting interest requirements on the
mortgage debt, including this issue, and estimated maximum fixed charges on
industrial debentures issued under the Dawes plan,

VALUE OF PROPERTY

As of June 30, 1928, the book value of the physical properties of the corporation
and its constituent and proprietary companics (hereinafter referred to) was in
excess of $115,250,000, of which properties valued at $87,300,000 are owned
direetly by the corporation. These figures are especially conservative. We
estimate that it would be impossible to reproduce these properties in Germany
to-day for less than $145,000,000, and that their cost in the United States would
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greatly exeeed this amount.  Moreover, these figures do not take into considera~
tion the value of the corporation’s holdings of shares in many other public utility
and coal mining companies, all of which are also carried on the books at very
conservative amounts.

STOCK PURCHASE RIGHTS

Each £1,000 bond will earry a stock purchase right, evidenced by an appro-
priate warrant, nondetachable until January 1, 1929, entitling the holder to
purenase, after January 1, 1929, and on or before August 1, 1931, four American
shares, each issued against the deposit with the trustee’s agent in Berlin of 100
reicksmarks (approximately equivalent to %23.81) par value of the common
stock (hearer shares) of the Rhine-Westphalin Eleetric Power Corporation,
fully paid and nonassessable. The price to be paid for each American share
will be as follows: $50 if purchased after January 1, 1929, and prior to August 1,
1929; £52.50 if purchased on or after August 1, 1929, and prior to August 1, 1930;
and %35 if purchased on or after August 1, 1930, and on or prior to August 1,
1931, after which date the purchase rights will be void. The current market
price of the German shares on the Berlin Stock Exchange indicates a market
value for the American shares of approximately $50 a share.

The capital stock of the corporation amounts to 155,000,000 reichsmarks, par
value, of which 150,600,000 reichsmarks, par value, is represented by bearer
shares and 4,400,000 reichsinarks, par valie, by registered shares, Tt is expected
that the capital stock will shortly he increased to 181,000,000 reichsmarks, par
value, of which 175,600,000 reichsmarks, par value, wi'l be represented by hearer
shares, and 5,100,000 reichsmarks, par value, by registered shares.  There also
are outstauding Rm. 10,500,000 contingent certificates of indebtedness (Genu-
sscheine) ereated on or about November 30, 1927, Dividends have been paid on
the bearer shares of the corporation, as outstanding from time to time, at the rate
of 8 per cent for the fiscal year 1925-1926, and at the rate of 9 per cent for the
fiscal yvear 1926-27, After deduction of the German income tax of 10 per cont
on dividends, the dividend of 9 per cent isequivalent to 8.1 per cent.

The American shares will be issued by the National City Bank of New York, as
depositary, pursuant to the terms of a deposit agreement to be entered into
between the National City Co,, the said the National City Bank of New York and
the holders of eertificates issued and to be issued therennder; and such American
shares will be entitled to all dividends and rights accuring from time to time upon
the deposited shares.  American shares (in multiples of four American shares)
will be exchangeable at any time, upon surrender to the depositary and payment
of the necessary charges, for the corresponding par value of deposited shares,
delivereable at the office of the agent of the depositary in Berlin,

The common stock (bearer shares) of the Rhine-Westphalin Flectric Power
Carporation sold on the Berlin Stock Exchange on September 24, 1928, at 212 per
cent of par (equivalent to approximately $50 per American share).  During the
last six months, the price range of the hearer shares has heen 175 per eent of par
low, and 215 per cent of par high. ‘The approximate equivalent price range in
dollars of the American shares would be, low, $31,70 a share, and, high, f31 a
share.

SINKING FUND

The mortgage trust indenture will provide for o comulative sinking fund
caleulated to retire by maturity over 56 per cent of the honds of the 6 per cent
series of 1028, This sinking fund is designed to operate semiannually to retirve
the bonds of this series, by purchase or redemption, at not exceeding 100 and
accrued interest.

FRANCHIRES AND RATES

The corporation has franehise contracts witiv approximately 1,600 com-
munities. In nearly all cases, these contraets have fong periods to run, aud as
such contracts have expired from time to time in the past, they have been ex-
tended for additional long terms.  Most of the contracts give to the municipali-
ties the right to purchase the distribution systems within their corporate limits,
but not the transmission lines or the power stations.  The high tension trans.
mission lines are located either on private rights of way or on properties for
which perpetual easements have been obtained. In the opinion of counsel, the
franchises of the corporation and its constituent companies are valid and suffi-
cient.

The eleetrie rates charged by the corporation antomatically vary from time to
time, based on the prevailing price of coal, and thus assure the continuunce of
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satisfactory profits through proper correlation of churges for service and fuel
costs. The eleetric rates to all classes of consumers have bceq reduced, volun-
tarily, from time to time until now they are among the lowest in Germany.

SECURITY

The consolidated-mortgage gold bonds will be secured, in the opinion of
counsel, by direct mortgages on the operating properties including real estate,
power stations and transmission and distribution systems owned directly by the
corporation, subject to charges securing $5,189,524, present amount of industrial
debentures and to mortgages securing $24,252,500 (closed issue) direet mort-
goge gold bonds; and by like direct mortgages on the operating propertics of
certain subsidiary companies, referred to in the mortgage trust indenture as
proprietary companics, subject to charges sccuring $337,400, present amount,
of industrial debentures. In addition, the corporation will covenant that if it
should at any time mortgage or pledge any of the properties of certain other
subsidiary companies, referred to in the mortgage trust indenture as constituent
companies, it will make provision for the prior security of the consolidated
mortgage gold bonds. The mortgage trust indenture securing the consolidated
mortgage gold bonds will he executed between the cor(j)oration, the National
City Bank of New York, as trustce, and the Darmstiddter und Nationalbank
Kommanditgesellschaft auf Aktien, as cotrustee.

In connection with the payment of reparations, the corporation and its con-
stituent and Broprietary companies have issued and deposited with the Industrial
Debentures Bank (Bank fiir Deutsche Industrie-Obligationen), in accordance
with the so-called Dawes Plan, industrial debenfures in the face amount of
$7,015,595 with respect to which the annual charges on account of interest and
amortization will not exceed $420,935, in the aggregate. In the opiuion of
counsel, the liahility of the corporation and its constituent and proprietary
companies for the payment of these sums is secured by a first charge, in many
respects analogous to a tax lien, upon their fixed property. In accordance with a
law which effects a further internal distribution in Germany of the burden of
reparations, the annual payments on account of the industrial debentures will
probably be considerably reduced so that the maximum annual payments, esti-
mated on the basis of present assessments, on account of the industrial deben-
tures of the corporation and its constituent and proprietary companies, is not
expected to exceed $300,000, or less than one-half of 1 per cent of the value of
their physical properties.

IRBUANCE OF ADDITION AL BONDS

The mortgage trust indenture will provide for the issuance, from time to time,
of bonds of other series having such rates of interest, maturities, sinking funds
and other provisions, and payable in such places and in such currencies as may
be determined by the corporation, (a) for refunding purposes, and (b) to the extent
of 75 per cent of the cost of the acquisition of additional properties by the corpor-
ation and/or its constituent and/or proprietary companies (as these terms will be
defined in the mortgage truet indenture), when consolidated net earnings after
operating expenses, maintenance and taxes for 12 consecutive calendar months
ending not more than six months prior to the date of authentication of such
additional bonds, shall have been not less than three times the sum of the maxi-
mum annual fixed charges on the industrial debentures and the annual interest
charges on the outstanding direct mortgage gold honds and consolidated mort-
gage gold honds, including the consolidated mortgage gold bonds then to he
1ssued, or to the extent of 60 per cent of such cost, when such net earnings shall
have been less than three times but more than two and one-half times ail such
charges as aforesaid, provided, in each case, that the aggregate of the then out-
standing consolidated mortgage gold bonds, including those proposed to be
issued, dircet mortgage gold bonds and industrial debentures shall not exceed
twice the then paid-in capital of the corporation.

MANAGEMENT

The various municipalities and provinees served, together with the State of
Prussia and the German Empire, own a substantiai majority of the corporation’s
stock, thus fostering the goud will of the public; at the same time the corporation
is under an independent, business management which permits of all the advane
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tages of efficient private operation. Nearly all of the managing directors have
been with the corporativn from 15 to 25 ycars.
Yours very truly,
RuEINISCH-WESTFALISCHES ELERTRIZITATSWERK
AKRTIEN-GESELLSCHAFT.
Hexke, Managing Direclor.
Scumirz, Managing Director.

The earnings statcment contained in this circular has been prepared by Messrs.
Haskius & Sells, certified public accountants, from the books of the corporation
and the reports of the constituent companies, in connection with their examina-
tion of the books and accounts.

Throughout this circular, conversions into United States currency have heen
made at the rate of 4.2 Reichsmarks to the dollar.

The information contained in this circular has heen obtained, partly by cable,
from sources which we counsider reliable. We do not guarantce, but helieve ti to

be correct.

Preliminary proof—Subject to change.

CeNTRAL BANK FOR AGRICULTURE, GERMaNY—$25,000,000; DevurscHe Rewn-
TENBANK-KREDITANSTALT LANDWIRTSCHAFTLICHE ZENTRALBANK, FIRST LIEN
7 Per Cent GoLp FarM Loan SinkiNg Funp Boxos

Dated September 15, 1925; due September 15, 1950.
SINKING FUND SUFFICIENT TO PAY OR REDEEM ENTIRE ISSUE BY MATURITY

Interest payable March 15 and September 16, Coupon bonds in denomina-
tions of $1,000 and $500 registerable as to principal nnl{. Princis)al, interest,
and sinking fund payable in New York City, in United States gold coin of the
present standard of weight and fineness, without deduction for any past, present,
or future taxes or duties levied by or within the German Reich at The National
City Bank of New York, trustee. Such Frincipal and interest shall also be col-
lectible at the option of the holders, cither at the city office of The National
City Bank of New York, in London, England, in pounds sterling, or at Amster-
damsche Bank, Amsterdam, Holland, in guilders, in each case at the then current
buying rate of such bank for sight exchange on New York City, New York.

REICHSBANK, BERLIN, German Supervisory Trustee.

Beginning March 15, 1926, a cumulative sinking fund will operate semiannually
to purchase honds «t not excecding par and interest, or, if bonds are not obtain-
able at or below that price, by redemption of bonds by lot semiannually at 100.
This fund is suflicient to retire the entire issue by maturity. The issuc is also
redeemable in whole or in part, in installments of not less than $2,000,000 each,
upon thirty days’ notice, on September 15, 1935, or on any interest date there-
after, at 100 and interest.

The following is summarized from the accompanying letter of Messrs, Kissler
and Lipp, managing directors of the Deutsche Rentenbank-Kreditanstalt:

The organization committee appointed under the Dawes Plan to recommend
detailed provisions in regard to the new bank of issue, suggested that an agri-
cultural credit institution should be formed to which the Rentenbank should
transfer its eredit balances and which should supply agriculture with the credits
urgently nceded to replace deficiencies in working capital resulting from the
inflation period. The *“Central Bank for Agriculture” (Deutsehe Rentenbank-
Kreditanstalt) has been organized pursuant to this suggestion to act as the
central bank for the existing agricultural credit organizations, some of which
have been in operation more than one hundred years, and through such existing
organizations to use its own resources and loans obtained at home or abroad in
making loans or granting credits for the promotion of agricultural production in
all its branches.

The paid-up capital of the Central Bank for Agriculture amounts to $40,476,190,
which may gradually be increased until the eapital and surplus reaches the totui
authorized amount of $119,047,619. Such inerease is to be effected by the
application of earnings, and through payments to the credit of capital account
made by the Rentenbank by transfer of its assets during the period of liquidation,

92928—31—p1 1—12
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and also from sums received by the latter from the proceeds of the land-charge
annuities referred to below.

Bond issues are authorized up to six times the paid-up capital but may be
increased to eight times with the consent of the Reichsrat, the upper house of the
German Parliament.

The bonds of this issue are secured by an equivalent amount of mortgages
(or cash in licu thereof), fulfilling the requirements of the German mortguage
bank law of 1899, constituting first liens on German agricultural, forestal, and
horticultural lands at not exceeding 10 per cent of the official valuation of such
lands, subject only to the original Rentenbank land-charge annuity amounting
to one-guarter of 1 per cent per annum of the official land valuation, and to any
prior existing mortgages for the immediate discharge of which appropriate pro-
vision will be made, and to possible minor charges not of a capital nature for
which due allowauce will be made in advances made on such mortgages.

The Central Bank for Agriculture covenants and the German Government
stipulates in its approval of the issue given in conformity with the charter law
that the Central Bank for Agriculture will not issue any other honds or contract
any indebtedness in any manner sharing in the specific security provided for the
bonds of this issue.

The Reichsbank will act as supervigory trustce in Germany and will exercise
general supervision over bonded agents appointed by it in conjunction with the
German Covernment to examine and puass upon the mortgages securing the
bonds and to have the custody of the deposited mortgage documents.

The business operations and policies of the Central Bank for Agriculture are
under the supervision of the German Government. The governing board includes
eleven members appointed by the German Reichsrat and two appointed by the
Government. .

The purpose of this issue is to provide funds calculated to increase the produc-
tivity of German agriculture. This should exert a favorable influence on German
national economy and on the potential balance of payments available to creditor
nations.

Application will be made to list these bonds on the New York Stock Exchange.

e offer these bonds if, as and when issued and reeeived by us, subject to the
approval of our couns:i, dlessrs, Shearman & Sterling, New York City, and
Dr. Ernst Wolff, Berlin, Delivery in temporary form is expected on or about
September 28, 1925.

rice 93 and interest, yielding 7.63 per cent.
Tue NatioNarn City Co,,

New York City.

CeNtial. BANK FOR AGRICULTCRE, GERMANY,
Berlin, Germany, Septembher 12, 19.25.
Tur Natonar Ciry Co,,
National City Bank Building, New Yorl, N. Y.
GeNTLEMEN: In connection with your purchase of $25,000,000, Deutsche
Rentenbank-Kreditanstalt first lien 7 per cent gold farin loan sinking fund bonds
we take pleasure in giving vou the following information:

ORGANIZATION AND PURPOSE

The Decutsche Rentenbank-Kreditanstalt, which hereinafter, for the purpose
of brevity, is referred to as Central Bank for Agriculture, has an authorized
capital and surplus of 500,000,000 reichsmarks ($119,047,619) and a paid-up
capital of 170,000,000 veichsmarks ($40,476,190), It is situated in Berlin, having
heen organized under the auspices of the German Government in accordance
with a law passed on July 18, 1925,

This Central Bank for Agriceulture is the central institution for German agri-
cuitural credit organizations. Its purpose is to use its own resources and the
proceeds of loans obtained at home or abroad in granting through existing agri-
cultural eredit organizations, somie of which have heen in existence for more
than 100 years, lonns or credits for the promotion of agricultural produetion in
all its branches.

The governing board is composed of 27 members, of whom 11 are appointed
by the German Reichsrat, 2 by the German Government, and 11 by certain
leading agricultural organizations specified in the charter law. These members,
together with the president, who acts as chairman of the board, may eleet, by a
two-thirds majority, two additional members who must be evedit experts.
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GOVERNMENT SUPERVISION

Aceording to the provisions of its charter and by-laws, the Central Bank for
Acrienlture is under the supervision of the German Government and of the
Reichsrat, the upper house of the Germnan Parlinment, the members of which
represent. the several German States. The Governient must approve all
changes in the by-laws, the disposition of asscts in liguidation, and the distribu-
tion of profits, except when the latter are used to increase the paid-up capital
and reserves to a total not exceeding the authorized amount of §00,000,000
reichsmarks ($119,047,619). The Government must furthermore approve all
bond issues and through its commissioners supervise the conduct of the husiness
of the Central Bank for Agriculture to assure that it is carried on in accordance
with legal and other obligations. The Reichsrat must be kept informed of the
operations and policies of the Central Bank for Agriculture. :

SECURITY

These honds have the following security:

1t They are the direct credit obligations of the Central Bank for Agriculture,
seeured by its entire resources. Its paid-up capital amounting to $40,476,190
(which may he increased to a total nuthorize(rcapital and surplus of $119,047,619)
affords an equity of exceptional strength.

(2) There will at all times be on deposit as security therefor mortgage doecu-
ments evidencing mortgages of an unamortized principal equivalent in gold
marks to the aggregate principal amount of the outstanding bonds or, in lieu of
such mortgage documents, cash of an equivalent amount. Except for any prior
existing mortgages, for the immediate discharge of which appropriate provisions
will be made in the trust indenture, these mortgages will constitute absolute first
liens on the property covered subject only to the original Rentenbank land-
charge annuity for a period in no case extending beyvond October 11, 1934,
amounting to 313 per cent per annum of the official land valuation, which annuity
is pledged for the redemption of Rentenmark notes remaining outstanding, and
to possible minor charges not of a capital nature for which due allowance will he
made in advances made on such mortgages. These mortgages will not exceed
40 per cent of the official valnation of Germau agricultural, forestal, or horti-
cultural lands, must fulfil the requirements of the German mortgage bank law
of 1899, will mature not later than the maturity of the bonds and will bear interest
at the rate of at least 7 per cent per annum.  Payment on account of the principal
thereof will be collectible by the trustees. The deposit of the mortgage documents
under the trust indenture provides security equivalent to a pledge under German
Jaw. The remedies with respect thereto in case of default are, however, enforee-
able through an official receiver and not by the trustee directly.

13 Each of the agricultural eredit organizations from which the deposited
mortgage documents are acquired by the Central Bauk for Agriculture will be
individually roslpl-('ti\'ol_\' liable with respeet to such smortgages to the funt amount
of the unamortized prineipal thereof,

The Central Bank for Agriculture covenants and the German Government
stipulates in its approval of this issue, given in conformity with the charter law,
that the Central Bank for Agriculture will not issue any other bonds or contract
any indebtedness in any manner sharing in the speeitie xecurity provided for the
bonds of this issue.

The Central Bank for Agriculture under present restrictions may not issue
honds in an ameunt in excess of six times its eapital, which limit may be increased
to vight times its capital with the consent of the Reichsrat.

The valuation of farmn lands is ofticinlly determined in aceordance with the
revised " Wehrbeitrag”’ assesstient, made in 1924, which is based on the average
annnal vield that may be produced under average farming conditions and is
miade exelusive of all improvements.  The official valuation of all Germun agri-
enltural, forestal, and horticultural lands subjected to the Rentenbank land-
charge annuity is now placed at approximately $10,000,000,000, o conservative
valuation, appreeiably lower than pre-war valuations,  The ratio of official valu-
ation to actual value varies in the ditferent states and provinees, but has always
been kept at a conservative level substantially under the actual value.

The German mortgage bank law of 1899, the basic law governing loans made
by mortgage banks, allows secured loans to be made aguinst first mortgages on
a general basis of 60 per cent of the valuation of the property by such mortgage
banks and bankers and provides that mortgage bonds issued by such banks must
he covered by not less than an equal amount of first mortgages carryving nt least
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the same rate of interest. Such morrtgages must be officially registered in the
public realty registers (Grundbucher).

Loans granted from the proceeds of this issue may be made only against first
mortgages deposited under the trust indenture not excceding 40 per cent of the
official valuation of the property as hereinbefore indicated.

A special bond reserve will be estabiished by the Central Bank for Agriculture
and invested in liquid securities determined by the governing board upon recom-
mendation of the managing directors. into which reserve will be paid one-third
of all profits earned until this reserve is equal to 5 per cent of the value of all
honds issued and outstanding.

The Reichshank will act as supervisory trustee in Germany and will exercise
general supervision over honded agents appuinted by it in conjunction with the
Geriman Government to examine and pass upon the mortgages securing the bonds
and {o have the custody of the depnsited mortgage docuiments.

PURPO3). OF 18SCE

The purpose of this issue is to provide funds for the making of farm loans cal-
culated to increase the productivity of German agriculture. The consequent
growth in agricultural production in Germany should tend to reduce the import
of food stuffs, thereby exerting a favorable influence on German national economy
and on the potential balance of payments available to creditor nations.

The proceeds of this issue may also be used to retire existing liens on land
which wiil be mortgaged to secure the honds of this issue provided that not more
than 20 per cent of the proceeds of this issue can be used to retire such existing
liens. Inasmuch as these liens are in a majority of cases in favor of mortgage
banks or other mortgage credit institutions, such sums as may be repaid in order
that the mortgages securing this issue may have a first lien, will in the main be
reloaned for agricultural purposes.

BURINESS AND MANAGEMENT

The Central Bank for Agriculture, in the execution of its role as a central agri-
cultural credit institution, functioning under government supervision, grants
interest bearing loans for agricultural purposes to the eredit institutions desig-
nated in its charter and by-laws, to the States, and to organizations designated
by the National or State Governments. These will be mainly long terin first
mortrage loans as described above, made from the proceeds of bonds issued in
it owr name, such as the present issue. Under the charter law it may also make
short term loans until December 31, 1930, from its own capital, primarily by
rediscounting the agricultural paper of regional banks,

The Central Bank for Agriculture may purchase and sell exchange as required
in carrying out its business and may invest available cash in short term securitics
through the agency of the Reichsbank or other approved banking institutions.

It may facilitate the repayment of outstanding agricultural loans which were
made in Rentenmarks soon after the stabilization of German currency, thereby
aiding in the abrogation of the land-charge annuity, amounting to 1% per cent
per annum of the official land valuation imposed upon German, agricultural,
forestal and horticultural lands to secure the Rentenmark currency, as previously
described. 'This abrogation becomes effective on or hefore October 11, 1934,

The conduet of business is in the hands of not less than two managing directors,
elected by the governing board and responsible to the same.

Although subject to Government supervision, the management of the Central
Bank for Agriculture enjoys independent discretion in the conduct of the business
of the institution.

CAPITAL AND BARNINGS

The paid-up capital of the Central Bank for Agriculture at present totals
170,000,000 reichsmarks (540,476,190 and may be increased from time to time
as indicated in the following paragraph to an authorized total of 500,000,000
reichsmarks ($119,047,619), including the surplus and all reserves except the
special bond reserve.

Capital increases may be elfected from time to time by the application of earn-
ings and through payments to the credit of the capital account of the Central
Bank for Agriculture by the Rentenbank by transfer of its assets during the period
of liquidation and also from sums received in payment of th: land-charge annui-
ties to the extent that such proceeds are not designated for the retirement of the
rentenmark notes, in accordance with the provisions of the rentenmark liquida-.
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tion act of August 30, 1924. The present paid-up capital of 170,000,000 reichs-
marks ($40,476,190) of the Central Bank for Agriculture represents the first of
such payments. Moneys receivable from the annuities paid on the land char(‘;e
are paid over in sums up to 25,000,000 reichsmarks ($5,952,381) annually and will
cease when the land-charge annuity is abolished upon the final liquidation of the
Rentenbank. This will probably take place in six years, but in no case later than
October 11, 1934.

In addition to the above accretions to the capital, not less than 25 per cent of
the net profits earned by the Central Bank for Agriculture must be paid into the
legal reserve until the same is equal to not less than 10 per cent of the paid-up
capital. At least 33!3 per cent of such net profits must be paid into the special
bond reserve until this reserve amounts to 5 per cent of the bonds of the Central
Bank for Agriculture issued and outstanding. The profits remaining may by
resolution passed at the general meeting be added to the capital, to the legal
reserve, or to such other reserves as may suhsequently be set up, or they may be
applied to agricultural purposes with the approval of the German Government.
Under certain conditions profits in excess of those required to be devoted to sta-
tutory reserves may be used to expedite the redemption of rentenmark notes
outstanding.

GERMAN AGRICULTURAL CREDITS

Agrleultural eredit institutions granting both long term mortgage loans and
short term eredits have long existed in Germany, many of them cooperative in
character somewhat similar to mutual savings banks nand other cooperative
institutions in the United States. Prior to 1914, these organizations did a
flourishing business granting agricultural eredits totaling approximately $2,382,-
457.000 against which were issued bonds secured by farm mortgages to the
extent of %1,357,100,000., These bonds were dealt in on the German stock
exchanges, the majority carrving coupon rates of 34 per cent and 4 per cent.
The organization committee appointed under the Dawes plan to recommend
detailed provitions in regurd to the new bauk of issue suggested that an agri-
cultural eredit institution should be formed to which the Bentenbank should
transfer its credit balances und which sh ald supply agriculture with the credits
urgently needed to replace deficiencies i1 working capital resulting from the
inflation period. The Central Bank for Agriculture bas been organized pur-
suant to this suggestion to act as the central bank for the existing organizations
which have previously served German agricultural needs.

The bonds of the Central Bank for Agricnlture are not government obligations
or government guaranteed obligations but they are the sccured obligations of
a credit institution operating under government charter and under government
supervision on whose governing bhoard there is governmental representation,

Throughout this letter CGerman currency has bheen converted into United
States currency at the rate of 4.20 reichsmarks to the dollar.

Very truly yours,
DEUTsCHE RENTENBANK-KREDITANSTALT,
LANDWIRTSCHAFTLICHE ZENTRALBANK.
KissLer, Managing Direclor.

Lire, Managing Ihrector.

{The information contained in this circular has heen obtained, partly by cable,
from official statements and statistics and from other sources which we consider
reliable. 'We do not gnarantee, but believe it to be correct.  Except as other-
wise stated, all figures in this circular have heen translated from German inakrs
into United States dollars at the parity of 4.2 marks to the dollar.)

SaMrLe OFFERING LETTERS

ORIGINAL TERMS LETTER SENT AFTER TELEPHONE OFFERING WHICH HAD BEEN
VERBALLY ACCEITED

SEPTEMBER 14, 1925,
DEear Sirs: We have agreed to purchase subject to issue as planned at 88
rer cent and acerued interest, $25,000,000 Deutsche Rentenbank-Kreditanstalt
ndwirtschaftliche Zentralbank (Central Bank for Agriculture, Germany)
first lien 7 per cent gold farm loan sinking fund bonds, due September 15, 1950.
A distributing group is being formed to take over thisx purchase at 89 {)or cent
and accrued interest, and it is expeeted that the bonds will be offered to the
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public at 93 per cent and accrued interest through a selling group, members of
which will receive a selling cuncession of 3 per cent on bonds confirmed to them,
We are pleased to confirm your participation of $7,500,000 on original terms
in this purchase, subject to a management and origination fee of 1§ per centgto
ourselves.
Kindly confirm your acceptance und oblige.
Very truly yours,

, Viee Presidant,

DEUTSCHE RENTENBANK-KREDITANSTALT LANDWIRTSCHAFTLICHE ZENTRALBANK
CENTRAL BANK FOR AGRICTLTURE, GERMANY—$25.000,00C Fiust LIEN 7
Per CExT GoLp FarM LoaN SinkING Fryxp Boxps, Dve SEPTEMBER 15,
1950

Confidential.

DISTRIBUTING GROUP

New York, September 15, 1925.

Dear Siks: We have agreed to purchase, subject to issue as planned,
$25,000,000 Deutsche Rentenbank-Kreditanstalt Landwirtschaftliche Zentralbank
(Central Bank for Agriculture, Germany) first lien 7 per cent gold farm loan
sinking fund bonds due September 15, 1950.

We are forming a distributing group in which we shall participate and of which
we shall be the managers, to take over this purchase at 89 per cent and acerued
interest, which price allows us a profit. We are pleased to confirm that we have
offered you and you have accepted a participation in this group of 8
which participation is for your own account and not to be re-offered, subdivided,
or transferred. The gross profit to this group is 1 per cent.

Expenses in connection with the purchase and sale of these honds will be
charged to this distributing group. We reserve the right to trade in this issue
and any profits or losses accruing through such trading will be credited to or
charged against this distributing group.

A selling group of which we shaill be the managers and in which you will also
be included will be given the privilege to offer these bonds to the public for
subscription, subject to allotment, at 93 per cent and accrued interest and will
:ﬁceive a selling concession of 3 per cent on face value of bonds confirmed to

em. .

The bonds are to be held together for sale under our managenient for a period
of 60 days from date, with a privilege of extension, unless the account be sooner
terminated by us. We are to have full control of the account, with power to
sell the bonds end to repurchase and resell them. We are to make no charge
for our services in managing the account, for, as stated above, a profit is included
in the price at which the bonds are being sold to the distributing group; but, as
members of such grou{), we shall be entitled to receive the same profit as is allowed
to other members, We reserve the right to change the list price and conces-
sions, and to close the account, at any time, without notice.

Kindly confirm your acceptance to the National City Co. and oblige.

Yours very truly,
THe NatioNan Ciry Co.,
Harris, Forpes & Co.,
Leg, Higeinson & Co.,
By Tue NaTtionarn Ciry Co.,
Vice President.

CBNTRAL'BA.\‘K FOR \GRICULTURE, GERMANY---825,000,000 DevrscHE RENTEN.
BANK-KREDITANSTALT LANDWIRTSCHAFTLICHE ZENTRALBANK First LiEN 7T
Per Cexrt GoLp FarM Loax Sixking Funp Boxps Due SepreMser 13, 1950

SELLING GROUP
New York, September 13, 1925,

DeaAr Sirs: We have agreed to purchase, subject to issue as planned’
$25,000,000 Deutsche Rentenbank-Kreditanstalt Landwirtschaftliche Zentralbank
(Central Bank for Agriculture, Germany) First Lien 7 per cent gold farm luan
sinking fund bonds due September 15, 1950.

We are inviting a selected list of dealers, including yoursclves, to participate,
without commitment, in the distribution of these bonds, for delivery, when, as,
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and if issued to and received by us and subject to all necessary approvals. The
public offering price is to be 93 per cent and accrued interest,

Subscription books will be open at the office of The National City Co., 55 Wall
' Strect, New York City, on Wednesday, September 16, 1925, and will be closed at
our diseretion. You will be allowed a selling concession of 3 per cent on bonds
confirmed to you, out of which not exceeding % per cent may be reallowed to
dealers, banking institutions and insurance companies. No other concessious are
to be allowed by you to anyone. From the gross selling concession will he de-
ducted such portion of the distributing expenses as we may in our discretion
determine. .

Inasmuch as a substantial part of this issue has beer taken by European groups,
your acceptance of the terms of this offering letter and subscription for bonds
is with the agreement on your part that offerings of these bonds by you will be
confined to the United States and Canada.

Payment for honds confirmed is to be made at 92% per cent and acerued interest
at the office of the treasurer of The National City Co., 50 Wall Street, New York
City, on or ahout September 28, 1925, in New York City funds, at which time
temporary bonds or interim certificates will be delivered.

We reserve the right to retain the full selling concession on any bonds originally
delivered to you (irrespective of the price at which such delivery is made) which
may be repurchased in the open market at or below the list price of 93 per cent
and accrued interest, during the operation of the account, or we may elect to
reguire you to take up such repurchased honds at repurchased cost to us. The
balance of the selling concession will be paid upon the termination of the account
on or about November 16, 1925, but we reserve the right at our discretion to
dissolve the group at an earlier date and also to extend it for any period or periods
not exceeding 60 days in the aggregate.

We will manage the account with full powers and reserve the right to sell and
repurchase and resell honds in our uncontrolled discretion. Upon written notice
from us we may exclude from all interests and profits from this account anyone
failing to observe the terms hereof and hold him liable to repay any concession
which may have been allowed. We shall make no charge for our services in
managing this account, as we will be otherwise compensated, but as members of the
grou%e we shall be entitled to receive the same concession as is allowed to other
members.

Preliminary circular describing this issue is inclosed. Additional cireulars our
imlgrint or in blank will be supplied in reasonable quantity upon request,

lease send your subscriptions over public wires direct to The National City Co.,
55 Wall Street, New York City and confirm by letter.
Very truly yours,
The Nationan City Co.
Harnis, ForBes & Co.
B Lee, Higcinsoxn & Co.
v
The NaTionan City Co.,

—————, Viee Presidend.

$20,000,000 RuiNe-WesTPHALIA ELRcrrRic Power Conroration (RHEINISCH-
WESTFALISCHES ELEKTRIZITATSWERK AKTIEN-GESELLSCHAFT)—('ONSOLIDATED
MorTGAGE GoLb Bonps, 6 Per CeENT SERIES oF 1028 (CArryiNG CLRTAIN
NToCK-PURCHASE RIGHTS FOR “AMERICAN Suanres™), Dve Auvcust 1, 1953
DISTRIBUTING GROUP
NEw Yonk, September 25, 1928,
Dear Sirs: We have agreed to purchase subject to issue as planned $20,000,000
Rhine-Westphalin Electric Power Corporation (Rheinisch-Westfillisches Flek-
trizitdtswerk Akticn-Gesellschaft) consolidated mortgage gold bonds, 6 per cent
series of 1928 (carrying certain stock-purchase rights for ““ American shares') due
Au%ust 1, 1953, and are forming a distributing group in which we shall participate
and of which we shall be the managers to take over this purchase at 91% per cent
and intcrest, which price allows us a profit. We are pleased to confirm that we
have offered you and you have accepted a participation in this group of $
which participation is for your own account and not to be re-offered, sub-divided,
or transferred. 'The gross profit to the distributing group is 35 per cent.

1
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It is planned that the distributing group will make public offering Wednesday
morning, September 26, 1928, at 94 per cent and intcrest, if, as, and when issued
and received by us and subject to approval of counsel, through a selling mou;;of
which we shall also be the inanagers and in which you will also be included. The
meinbers of this selling group are to receive a selling conmnission of 2 per cent
on bonds confirmed to them. It is understood that your participation in the
distributing group carries with it 80 per cent thereof in firm bonds in the selling
group.

Expenses in connection with the purchase and sale of these honds, in ¢xcess of
those charged to the selling group, and selling commissions will be charged to this
distributing group.

We as managers may allot bonds of this issue in our uncontrolled discretion
and may trade in these honds and outstanding issues of the Rhine-Westphalia
Electric Power Corporation for distributing group account at such prices and in
such amounts as we may deem advisable. Any profits or losses accruing through
such trading will be credited to or charged against the distributing group. Mem.
bers of the distributing group agree if called upon by us to take up their share of
bonds remairing in the distributing group and/or the trading ccount at the close
of this account,

We as managers may dispose of any unsold balance of bonds remaining in the
distributing group or the trading account to any group or groups and we may
share in such purchase provided the sales price of such bonds shall not be less
than the then net cost to the distributing group.

The duration of the distributing group will correspond with that of the sellin
g‘roup but may be extended at our discretion for a further period not to cxee

0 days. We are to have full control of the account with power to sell the honds
and to repurchase and resell in our discretion. We are to make no charge for
our services in managing the account for, as stated ahove, a profit is included in
the price at which the bonds are heing sold to the distributing group; but, as
members of such group we shall he entitled to our proportionate share of the
profit in the group. We reserve the right to change the list price and concessions
and to close the account at any time without notice.

Notling herein contained shall constitute the members of the group partners
with the managers or with one another or render the managers personally liable
for any group obligation or for the obligation of any member. C as managers
shall have authority to settle all matters connected with the purchase of these
bonds including the right, in our discretion, to agree to variations in the details
set forth in the circular describing this issue, that, in our judgment do not sub-
stantially change the security purchased; and we reserve to ourseives the right
whether to complete the purchase or not, even though there may be variations
from the statements contained in the circular.

Upon receipt of this letter please send at once to The National City, Co., 55
Wall Street, New York City, the duplicate copy inclosed herewith duly signed.

Very truly yours,
Tue Nationar Ciry Co.,
, Vice President,

Tue Nartionar Ciry Co.,
New York, N. Y.

DEAR Sirs: We accept the participation of $ bonds under the terms of
agreement and confirm purchase of 80 per cent thereof in firm bonds.
NaMC. e cmccecccccccmc e

Address.
By

TwENTY MILLION DoLLAR RHINE-WESTPHALIA ELECTRIC POWER CORPORATION
(RHEINISCH-WESTFALISCHES ELERTRIZITATSWERK AKTIEN-GESELLSCHAFT)—
ConsoLipATED MORTGAGE GoLp Bovps, 6 PEr CeNT SERIES OF 1928 (CARRY-
llN(i ;sl-:anmm STOCK PURCHASE RIGHTS FOR ‘‘ AMERICAN SHARES''), DUE AUGUST

’
SELLING GROUP

New York, September 25, 1928.

DEeAR Sirs: We have agreed to purchase, subject to issue as planned, $20,000,000
Rhine-Westphalia Electric Power Corporation (Rheinisch-Westfélisches
Elektrizititswerk Aktien-Gesellschaft) consolidated mortgage gold bonds, 6 per
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cent series of 1928 (carrying certain stock purchase rights for ‘‘American
shares’’) due August 1, 1953, and are inviting a selected list of dealers, includin
ourselves, to join a selling group, without commitment, except as provide
low, to offer these honds Wednesday morning, September 26, 1928, when, as
and if issued to and received by us and subject to all necessary approvals at 94
per cent and interest.

We as managers will endeavor to confirm orders as received but reserve the
right to reject any or all orders in whole or in part and to allot a smaller par
amount than applied for. You will be allowed a selling concession of 2 per cent
on the par amount confirmed to you, out of which not exceeding % per cent
may be reallowed to dealers, banking institutions and insurance companies.
No other concessions are to be allowed to anyone, From this gross selling con-
get;smn_will be deducted such portion of the distributing expenses as we may

etermine.

Your acceptance of the terms of this offering letter and subscription for bonds
is with the agreement on your part that offerings of these bonds by you will be
confined to the United States and Canada.

Payment for bonds confirmed to you is to he made at 93% per cent and intercst
when called for on or about October 17, 1928, at the office of the treasurer of
The National City Co., 52 Wall Strect, New York City, in New York City funds,
This selling group will terminate on November 28, 1928, but we reserve the
right in our diseretion to dissolve the group at an earlier date and also to extend
it for a period or periods not exceeding 60 days in the aggregate, The balance
of the selling concession will be ‘;uid as soon after the termination of the selling
group as the group accounts can be made up.

With respect to any bonds originally delivered to you (irrespective of the price
at which such delivery is made) which may have been repurchased or contracted
for by us at or below the list price during the operation of this account and which
may be delivered to us for a pericd of seven days after the termination of this
account, it shall be optional with us (a) to retain the full selling concession
thereon, or (b) to require you to repurchase such bonds at the repurchased cost
to us. It is understood that bonds delivered to you against such repurchases
need not, in every instance, be identical with those originally delivered to you,
or may not be delivered to you until after the expiration of this account.

We will manage the account with full powers and we reserve the right to sell,
repurchase and resell bonds in our uncontrolled discretion. Upon written notice
we may exclude from all interest and profits in this account, and hold liable to
repay any concession which may have been allowed, anyone failing to observe
the terms hereof. We shall make no charge for our services in managing this
account, as we will be otherwise compensated, but as members of the group we
shall be entitled to receive the same concession as is allowed to other members.
As managers we shall not he liable with respect to the validity or value of the
security, or the representations contained in, or the form or validity of, any
letters, circulars, agreements or other instruments executed by the Rhine-West-~
phalia Electric Power Corporation, or by others, nor for the delivery of the
security, nor for the performance by the Rhine-Westphalia Electric Power Cor-
poration, or others, of any agreement on its or their part, nor in any way or for
any matter connected herewith, except for lack of good faith in performing or
failing to perform the undertakings expressly assumed by us by this agreement.

We agree to cause to be filed with the department of State at Albany, New
York, a notice respecting these securities in the form required by the general
business law of the State of New York.

Preliminary circular describing this issue is enclosed. Additional circulars
with our imprint or in blank will be supplied in reasonable quantity upon request.

Please telegraph your orders under above terms over public wires direct to
The National City Co., 55 Wall Street, New York City, and confirm by letter.

Very truly yours,
TrE Nartionan City Co.,
, Assistant Vice-President.
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AEG $10,000,000 ALLGEMEINE ELEKTRICITATS GESELLSCHAFT (GENERAL ELEC.
rric Co., GERMANY) 20-YEAR 6 PER CENT coLD SINKING-FUND DEBENTURES
Due May 1, 1948

Tre Nationar Crry Co.,
May 21, 1928,
DISTRIBUTING GHOUP

Dear Siws: We have agreed to purchase, subject to issue as planned.
$10,000,000 Allgemeine Elektricitits Gesellschaft (General Electric Co., Ger-
many) 20-yvear § per cent gold sinking-fund debentures due May 1, 1948,

We are forming a distributing group in which we shall participate and of which
we shall be the managers, to take over this purchase at 9134 per cent and interest
which price allows us a profit. We are pleased to confirm that we have offered
you and you have accepted a participation in this group of $ which par-
ticipation is for your own account and not to he reoffered, subdivided, or trans.
ferred. The gross profit to this group is 1 per cent.

Expenses in connection with tie purchase and sale of these bolids in excess of
those charged to the selling group and selling concessions will be tharged to this
distributing group. We reserve the right to trade in this and outstanding issues
of the General Electric Co., Germany, and any profits or losses aceruing through
such tradimg will be credited to or charged against this distributing group. Mem-
hers of the distributing group agree if called upon by us to take up their propor-
tionate share of bonds remaining in the distributing group and/or the trading
account at the close of this account. i

It is planned that the distributing group will make publi¢ offerings immediately
at 94% per cent and interest if, as, and when issued and received by us and subject
to the approval of counsel, through a selling group of which we shall alsp be the
managers and in which you will also be included. The members of this selling
group are to receive a concession of 135 per cent on honds confirined to then». It
is understood that your participation in the distributing group carries with it
80 per cent thereof in firmn bonds in the selling group.

he distributing group will terminate on July 25, 1928, unless extended or
sooncr terminated by us.  We are to have full control of the account, with power
to sell the bonds and to repurchase and resell in our discretion. We are to make
no charge for our services in managing the account, for, as stated above, a profit
is included in the price at which the bonds are being sold to the distributing
group; but, as members of such group, we shall be entitled to our proportionate
shate of the profit in the group.  We reserve the right to change the list price and
concession and to close the account at any time without notice.

Nothing herein contained shall constitute the members of the group partners
with the managers or with one another, or render the managers personally liable
for any group obligation or for the obligation of any member. The managers
shall not he liable under any of the provisions hereof or for any matter connected
herewith, except for want of good faith; and no obligation not expressly assumed
by them herein shall be applied herefrom.

Upon receipt of this letter please send at once to the National City Co., 55 Wall
Street, New York City, your formal aceeptance of this participation so that our
records of this acconnt may bhe complete.

Yours very truly,

e — e Vige President.

AEG $10,000,000 ALLGEMEINE ELEKTRICITATS GESELLSCHAFT (GENERAL ELEC-
TrIc Co., GERMANY) 20-vEAR 6 PER CENT GOLD SINKING-FUND DEBENTURES

Due May 1, 1948
NEw Yorg, May 21, 1928.
SELLING GROGP

Dear Sms: We have agreed to purchase, subject to issue as planned,
$10,000,000 Aligenicine Elektricitiits Gesellschaft (General Eleetrie Co., Germany)
20-year 6 per cent gold sinking-fund debentures due May 1, 1048,

We are inviting a selected list of dealers, including yourselves, to join a selling
group, without commitment, except as provided below, to offer these honds
Tuesday morning, May 22, 1928, when, as and if issued to and received by us
subject to all necessary epprovals at 9414 per cent and interest.

We as managers will endeavor to confirm orders as reccived but reserve the
right to reject any or all orders in whole or in part and to allot a smaller par
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amount than applied for. You will be allowed a selling concession of 13; per
cent on the par amount confirmed to you, out of which not exceeding *; per
cent may be reallowed to dealers, banking institutions, and insurance companies.
No other concessions are to be allowed to anyone. From this gross selling con-
clestsion‘will be deducted such portion of the distributing expenses as we may
determine.

Inasmuch as a substantial part of this issue has been taken by European
groups your acceptance of the terms of this offering letter and subseription for
bonds is with the agreement on your part that offerings of these bonds by vou
will be confined to the United States and Canada.

Payment for bonds confirmed to you is to be made at 94%; per cent and interest
when called for on or ahout June 12, 1928, at the office of the treasurer of the
National City Co., 52 Wall Street, New York City, in New York City funds.
Temporary bonds or interim certificates, exchangeable for definitive bonds when
prepared and received will be delivered against payment. This selling group
will terminate on July 25, 1928, but we reserve the right in our discretion to dis-
snlve the group at an earlier date and also to extend it for a period or periods
not exceeding 60 days in the aggregate. The remaining selling concession will
be paid as soon after the termination of the selling group as the group accounts
can he made up.

With respeet to any honds originally delivered to you (irrespeetive of the price
at whieh such delivery is made) which may have been repurchased or contracted
for by us at or below the list price of 9415 per cent plus interest during the opera-
tion of this account, it shall be optional with us () to retain the full selling con-
cession thereon, or (b) to require you to repurchase such honds at the repurchased
cost to ug, even though such bonds may not have heen delivered to us until after
the expiration of this account. It is understood that honds delivered to vou
against such repurchases need not, in every instance, bhe identical with those
originally delivered to you, or may not he delivered to you unti} after the expira-
tion of this account,

We will manage the account with full powers and we reserve the right to sell,
reptirchase and resell bonds in our uncontrolled diseretion.  Upon written notice
we may exclude from all interest and profits in this aceount, and hold liable to
repay any concession which may have been allowed, anyone failing to observe
the terms hereof. We shall make no charge for our services in managing this
accuunt, as we will be otherwise compensated, but as members of the group we
shall be entitled to receive the sute coneession as is allowed to other members.
As managers we shall not be liable with respect to the validity or value of the
security or the representations contained in, or the form or validity of, any letters,
circulars, agreements or other instruments executed by Allgemeine Elektricitdts
Gesellschaft, or by others, nor for the delivery of the security, nor for the perfurm-
ance by Allgemeine Elektricitits Gesellschaft, or others, of any agreement on its
or their part, nor in any way or for any matter connected herewith, except for
Iack of good faith in performing or failing to perform the undertakings expressly
assumed by us by this agreement.

Preliminary eireular deseribing this issue is inclosed.  We are forwarding vou
under separate cover a supply of circulars with our imprint.  Additional circulars
with our imprint or in blank will be supplied in reasonable quantity upon request.

Please telegraph your orders under above terms over public wires direct to the
National City Co., 55 Wall Street, New York City. and confirm by letter.

Very truly yours,
Tur: NaroxaL Ciry Co.,
——— . JAazistant Viee President.

Kuns, Loes & Co,,
New York, December 28, 1931.
Hon. Rekp Smoor,
Chairman United Slates Senale Commiitee on Finanee,
. Washington, D. (.

Dear Sir: Referring to our Mr. Otto H. Kahn's vesterday’s letter to yvou and
to his testimony before your committee when he appeared before it on December
21 last, we beg to hand you herewith the following, which. as von will note from
the transeript of his testimony, he was requesterd to tile with your comaittee:

1. A memorandum of foreign loans offered by us sinee the close of the World
War, together with the requested duta regarding these loans.
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2. A copy or photostat of our official circular describing each of the loans set
forth in the above mentioned memorandum.

A copy of the loan agreement covering the city of Christiania (Norway)
municipal external loan of 1920 25-year 8 per cent sinking-fund gold bonds due
October 1, 1945, and a COJ)Y each of our underwriting and selling group letters
covering that issue of bonds.

4. A list of the partners constituting our firm,

5. A list of foreign bonds at present in default here, which has been furnished
to us by the Institute of International Finance of 90 Trinity Place, this city.
While we believe that this list is accurate, we would respectfully request that it
be used without responsibility on our part or on the part of that institute.

6. A memorandum setting forth matters which we take into account in con-
sidering the flotation of any foreign loan.

With regard to the estimate which Mr. Kahn stated to your committee that
he would endeavor to have made showing the average size of retail sales of foreign
securities, we beg to say that, as Mr. Kahn intimated, inasmuch as we are pri-
marily wholesalers and not retailers of securities, we do not have at our disposal
sufficient data upon which we feel we could, with any degree of accuracy, base
such an estimate, and regret, therefore, that we arc unable to furnish you with
such data.

We are, dear sir,

Very respectfully vours,
Kunun, Loem & Co.

P. S.—There is also inclosed a copy of the ofticial circular (designated inclosure
No. 7) describing our offering of American shares for common stock of the North
German Lloyd which Mr. Kahn was also requested to file with your committee.

$25,000,000 Swebisu GovERNMENT 20-YEAR 6 PER cENT GoLp Boxps, DATED
.]I)Utm 15, l!l);Q, Dvue June 15, 1939, INTEREST PAYABLE JUNE 15 AND
ECEMBER

Coupon bonds in denomination of $1,000, registerable as to principal. Prin-
cipal and interest payable in United States gold coin of the present standard
of weight and fineness at the National City Bank of New York. Principal and
interest are exempt from all present or future Swed’sh Government, municipal,
or other taxes or duties levied by or within the Kingdom of Sweden. Redeem-
able as a whole on June 15, 1929, or any interest date thercafter, at 102 and accrued
interest on 60 days’ notice.

These 20-year 6 per cent gold bonds will be the direct general credit obligations
of the Swedish Government, whose faith and credit are pledged for the promgt
ﬁaﬁment of principal and interest. They will be issued under authority of the

éi sdag (National Legislature of Sweden) and of the Swedish national debt
office.

The wealth of Sweden, embracing both private and public property, was offi-
cially estimated in 1917 at approximately $4,690,000,000, based on pre-war
prices. Assets owned by the State were valued at $821,152,000 in 1918, Total
n?ti;)“r;fl debt, including both funded and unfunded, was $441,020,800, December

, .

Sweden has prospered financially and commercially during the war. Total
resources of the private commercial hanks increased 148 per cent from March
31, 1913, to March 31, 1919, Bank clearings in 1918 were five and three-tenths
times those of 1914. The total foreign trade has increased from $338,233,268
in 1910 to $591,234,800 in 1918, or 75 per cent. The total visible favorable
trade balance from 1914 to 1918, inclusive, was $462,301,778.

The fiscal system of Sweden has been established and developed on a con-
servative basis. Funded debt has been issued to construct national enterprises
which are revenue producing, and substantial amounts have been raised by taxa-
tion for the same purposes. Taxes during the war have been increased to meet
extraordinary governmental expenditures for national defense.« Short-time debts
have been incurred during the war to purchase food, fuel, and raw materials,
and it is expected these debts will be largely liquidated from time to time as
the supplies are sold.







Foreign issues headed by Kuhn, Loeb & Co. since November 11, 1918

Amount of
oan retired
s e IR I
'ota g
Dute Naie of issue Amount Ptice paid | Issue price Jon. l, 1032, spread group’s
or 88 of the margin
nearest date
available
Per cent
Juue 11,1919 | Swedish Qovernment 20-year 6 per cent gold bonds, due June 16, 1939, ........c.......... $25, 000, 000 %16 ) 3
Jet. 27,1924 | Swedish (lovernment 30-year (external loan) 534 per cent gold bouds, tiue Nov. 1, 1054 30, 000, 000 . 62 None. HM
Totul Swedish issues.......... weasstesescrecnsnsanseeannnnnaas -n - 65, 000, 000
ret, 14, 1920 | City of Christiania 25-year 8 per cent sinking fund gold bonds, due Oct. 1, 1945. . ".-_3,000.000 [ [U) :;
fepl. 30,1924 | City of Christisniu 30-vear 6 per cent sinkiog (und gold bon«ls' nlue Sept. 1, 1950 2, 600, bV {0} F160, (X0 L]
Apr. 10,1925 | City of Oslo30-year 6 per cont sinkiug fund gold bonds, due May I, W5~ 3, 00U, DO 97 450, 000 2,
e Y7, 1920 | Oty uftNlozo—ymrﬁ&p«'rmnemklngmmlgohlbomls due Feh. 1, 1M 4 000 (L1L1] 04 ) 3
Polal NOTWeginu isstes ... coe i iiiieies e ee ae el 19 000 lﬁm
une 80927 | City of Copenbagen 26-year S per centgold bonds, dueJune L1952, ... L. oo L s (ii) liuu Y429 Nune. RTH
Apr. 24, 19X | City of Copenhagen 23-year 413 per eent gold bonds, due an 1, [T R l‘.', 000 000 [N g None. AR RN
Total Danish iSsteS. e c e e e e 2..000, 000
Apr. 28,1924 | Governinent of the Kingdom of the Netherlands 30-year 6 per cent external sinking innd 4 40 500 000 94 Noue. 41,
gold bonds, due Apr. I, 1934,
lan. 15,1922 | Department of the Seine 20-year 7 per cent externalgold bonds, dueJan. 1, 12, ... ....... 235, 000, 000 8514 @) 81y
Nov. 51019 | Citiesof Lyons, Marseilles, and Bordeaux ls-yearﬁoercentgoldoonds.duv.\ov 1,1934.. 45, 000, 000 88 None. s41;
Mar. 11,1922 | Paris-Lyons-Mediterranean R. R, Co. 6 per cent external sinking fund gold bond~, due
Aug. 15, 1938, ll. ———- 30,000, 000 Ry 1,610,000 434
Apr. 19,1922 ... 10, 000, (600 Ry &
Fotal French 188188, oo oo et e ans
BMar. 27, 1926 | **Arbed” Socicto Anonyme des Acierics Reunies de Burbach-Eich-Dudelange 25-year ’
. sinking fund 7 per vent gold bonds, due Apr. 1, 1951 (lanembourgy .. ... ... LRI 957, 000 63y
Pret. State of Hamburg 20-year 6 per eent gold honds, dite Oct, 1, 1916, . ' 'm ()00.000 Ny None. 3
Pet. North Gernmn Lloyd 20y ear 6 per cent xmkm;, fund gold lumql\ “due Nov., I"h .. 0 000, 000 w ) s
; PR L 5, 000 :
: Total Germandssnes.. . . .. L. ... oL o 40.000 000
Apr. 5, 1922 1 Czechaslovak Republic s per eenl secnired external sinking fund gold loan of 1922, due Apr. )
: [ F5) . FE, 000, 000 W
May 19, 1521 | € /u.|u~lu\ 1k Republie » per eont seenred etorna sinking fund gold Toan of 192 12, series 3, 1, 6535, M0) 6y,
: due Oct 1, 1952, . 0,250,000 o
Dol 26,1925 | € /m hmlm.lk lk'pllhlu sweured (-\lvrn 1| ~|nl\|n;’ fund whl Toan of l'l."-. seties .\. 2(l~3¢-;-r .
i Flapercent boneds, due Oct o 958 - 0 0 L0 L .. P 25, 06K, 000 i S, 600 A
' (1) 4
?uno 6,1022 | Cily of tireater Prague 713 per cent morigave loan honds of 1922, dhie May 1, a2 0 _ . 7 ’-ou (13 1] 8613 992, (00 v;
! T'otal Czechoslovahian issues.... ... . ... O T 5 LN .01 N RN [UUURN F R J PR
Eept. 5,1923 | Government of the Argentino Nation G per cent treasury gold notes, due Mareh 1, 1021.. " O] 134
Jan. 16,1921 | Governmeut o! the Argentine Nation external sinking fund 6 per cent gold bonds of 1925,
P series A, due September 9, 1057, ... ... e eiaan.. 4,240, 500 415
l}‘eh. 7,1924 | Qovernment or the 'Argentine Nation 6-month 513 per cent treasury gold notes, dated
! February 25, 1024 (placed with banks only) . .eeeeniviniiiemme i ieeeeae O] b
{ Total Argenting ISSUES. .. «ooveemnoceaenaenn. et emeneaee e aeneneneeend] 115,000,000 [ oee oo ienae]eme e eeeaas .
Uune 25,1925 | Mortgage Bank of Chile guaranteed sinking fund 8!+ per cent gold Fonds, due June 30, 1457 1,388, 000
July 29,1626 | Mortgage Bank of Chile guaranteed sinking fund 634 per cent goldlonds dueJuncSU, 1961. E 453§ 4,092, 000 3
Dee. 22,1926 1 M ongage Bank of Chile guaranteed 5-year 6 per cent agricultural gold notes of 1926, due l(l 000 000 12324 None, 3]
pr. 30,1928 Mongage Bank of Chile guaranteed sinking fund 6 per cent gold ).onds of 1928, due Apr. 20, 000, 000 9134 647, 000 4
une 26,1920 Mloftgagé Banok of Chile guaranteed sinking fund 6 per cent gold gonds of 1028, due May 20, 000, 000 8924 418,000 23
, 5
. Total Chilean Issues........... PO ceeacts temaes asscesacesassumrenecmsnannsanss 90, 000, 000
et 10,1 Province of Ontario 20-year 5 per cent gold bonds, due Oct. 1, 1042, ... ... ... ... 20, 000, 000 97,67 None. 1.58
Oct. 1, 1928 Province of Alberta 30-year 414 per cont gold debentures, duu ()ct. LAY ool 6, 000, 000 [1)274 None, 17
‘'otal Canadian issues. ....... ees eeamecemeseeceescamiamaamciiane te o seeeneean 26, 000, 000
) ‘Potal bonds retIred. oo oee e iiiiaiii e i iieiiiiii s ciicieaieneneeniaiaseataaeiaaan 178, '12, 000 .
: Total European lssu ......... 348, 750, 000 .
) ‘Potal Canadian issues. ...... , 000, 000
i ‘Total Bouth Amerlcan fssites.. . 205, 000, 009
Grand total..... [ ceneanemeerennannes eeeneeans 577,750,000 |...ccennneic]immanananiidenaes

-
=

™

Kuhn, Loeb
& Co.’s gross
profit rrom
orlslnating
whilog beeln
)
and partic
tion, if anypﬂ
compensation
of distribu-
tors’ group

$76, 553
0, 017

&7, 240
22, 855
43,092
44, 400

1238472
titi, 019

191, 805

195, £82
335,925

q08, 873
In¥, 63t

TN, 169
5,41

o

[N

N NN

121, 55N
158, 1N

103, 195
113, 179
37, 002

54, 368
1021, 70

Lo o



Foreign issues headed by Kuhn, Loeb & Co. since November 11, 1918

gléhn, Loeb
0.’8 gross
,ﬁ:;og’t’,',g& proflt from
bysinking | orgl- | yiger. | Distrib. | Sriginative
Nulue of issue Amount | Price puld | 1ssue price] fund, asof otal noting | yppng | U0 oriing margin Purpuse of isstto
Jan. 1, 1832, spread group’s margln commis- | gng artlcipa-
, or 88 of the margin slon tlon.l}t v, ih
' ’ nearest date conrpensation
available of dlstribu-
tors’ group
Per eent Per cent Fer cent Per cent Per cent
- ¢ 20-year 6 per cent gold bonds, due June 15, 1939............... Lo $25, 000, 000 9016 9947 *) d 1 l% 33 $76, 553 | Lurchase of commedities in United States.
--~t 30-year (external loan) 5% per cent gold honds, due Nov. 1, 1954, .. 30, 000, 000 9. 62 il None. ulg 14! 33 2 56, 017 (,:1:'111,')3‘1 etu;em‘lltures {or rlaxlwaxs, l{:osu:, .tl;:le-
~ " rraphs, telepliones, ete.; also avricultural aid,
T ISSUeS.ceeeenn--- e eeenemanmmemeememaememeeamne e aemern meeeen ans 65, 000, 000 ' P
- 2b-year 8 per cent sinking fund gold bonds, due Oct. 1, 1945 .. . . . 5,000, 000 [ [ [0] A 2 PiH 1. 7, 240 l'limlnci'tiv)c puarposes (eleetric works, harhor and
ousing).
. 30year s Emrwntsinkinglnudgold bouds,dueSept. 1, 1850 ... . . 2, 000, 000 ™ uys $160, () 1 2 22 805 .
_*8per cont sinking fund gold bonds, due May 1, 1955 . R 8, 000, V) 7 4ol 450), (00 2 [ 33,092 1o, )
_ 8% per cent sinking hind gold honds, due Feby. 1, 1946 .- . 4, 000, Gy 04 47 ) 3 12 40,400 | Partly refunding aid patly ax abosve
Toolmpissaes L. oL L. Lliiiiiiil .. .. . . . . 19, 000, (XN
a0 26-vear 5 per cont gold honds, duoJune ), 1952, . . l’.: 00'0, (M) 94,24 urty None. o2 1.46 1y 112,372 | Refunding and public worbs and buildmges,
Lo 25-year 48 per cent gold honds, due May 1, 1953 . .. - 12, 000, 0 02,077 [ Nutte. 2,423 117! 1y 46, 419 | Refundting.
B I T S
"8 Kingdom of the Netherlands 30-year 6 per eent external sinking fund 4 84 None, 41, 114 114 134 101, 805 | Redemption of floating debt.
8 Apr. 1, 1954,
10 Selne 20-year 7 per cent external gold bonds, dueJan. 1, 1042, —....... 8514 9034 ¢, 51y 13 1348114 13, 195, 582 | Betterment and extension of tranzport systeins.
arseilles, and Bordeaux 15-year 6 per cent gold bonds, due Nov. 1, 1934, .. 45, 000, 000 88 92k None. 8413 1y 114 115 355,925 | Refunding and other purposes.
diterranean R. RR. Co. 6 per cent external sinking fund gold honds, due , ‘ . ) o X o
...................... e eamen e e e e aee e 30, 000, 000 i & 1,610,000 434 t 2 134 408,873 | Purchase of rolling stack, electrification, ete.
e e e e e e 10, 000, 000 Rl X1 b e 13 134 I8, 656 bho,
BCR SSNES. i e iiiiiiieein e e e e e . 110, 000, 000
» Auonymo des Acieries Rennies do Burbach-Eich-Dudelngs 2oyear , N ) . o . . .
per cent gold bonds, due Apr. 1, 1951 (lanemboure) .~ . . . . 10, 000, (X%) Tty 2l 4957, 000 6y 24 [N 28 T8, 169 | Additions and improvements to properties,
g 20-y ear 6 per cent gold honds, due Oct, f, 1916 . ’ l'l);(_'n—n,-ofi{ B HICH None. 334 1% 2 6,911 | Partly refundine of notes, patly constiuction,
Aoyt 20-y ear 6 per cent sinking fnd gold bonds, due Nov, 1, 1947 . 20, 000, 000 H ai . A " R a — (‘l||1|llrov::.nmnks, :mrl)ur, hrul’éw,[u-r_v.{ Dedness
are o .. i, D B y 1 by Jonstruction and repaxment ol indebfedness
AN isaues. . e e e e P, - 30, 000, 00 ’ ! incaried therefor.
spiblic S per cont seetived externnd sinhing fied sold loan of 1922, due Apr, o " ( X);x ' w0 i
R e e e e N0, (6N ' i)
spublie s per cont seenred external sinking (and gold lompaf 1922, series I3, .,' i 400 m ot 1,670, 80 i, 2 o 2 L, 000 I'ul»hrlm ;-n,\umiln-u, ll\‘\\:l;l[l][l(cl‘tl of risbways,
oo .o . . . . . e e e e . .. 1, 200, (0 t HLOAST camals, ete, and yepayment of advances in cons
opublic secured esternal sinking find gold Ioan of 1925, series A, 2byear N neetion therewith,
s, e Ot 1, 1915 oL . .o 125, (0N, 0N a1 [t S16, 600 nt, ] 1) B NN Do,
. h o 1 1 ] 120,005 | Fending of short terin indebtedoess.
Peague 715 per cent mortgace loan honds of 1922, due May 1, 1952 7, h0v, (0N 861 0234/ 0992, 000 6 2y 13, 2 158, 183 (‘unimllvlim;i-x v:(r'rmupm\‘m;slntmn.u:m plants,
- o eo mm s Vaterworhs, teaauwass, ele,
choslovakinn issies.... ... .. . . . .. . B B R LN, 1 e sy ey g e S EET LT T -rupyiey RSP reean
ttlh(sA\meu't.inelslat‘iiuu 6 per celng l{gusu[r.\ ',.'luhl nn(us.t'luei j\'lzxrclll l.ill!;qu‘; A4 55,000,000 981§ 99}, (D) 135 3y 818-934 3 (03,695 | Refunding,
19 Argentino Nation external sinking fund ¢ per cent pold bonds of 192: . .
,“;Sereml)el; 9, 11357.{-"6 ..... iR T e ¥ irensiirs ol T Toies. date .. 40, 000, 000 92 96Y% 4,240,500 413 1 8114-9 134 14 113,179 Do.
e Argentine Nation 6-month 5'3 per cent treasury gold notes, da .
vy 1028 (PIaced WIth BAOKS ONLY) -~ a-n---nnnecmmommmeseeceeaenae e aeeeeen 20,000,000 | 9034 100 0) A 17 IO I 47,002 Do.
entine jssues....... ... ...l PPN | 115,000,000 |..... [ I R
of Chile guarantecd sinking fund 6!+ per cent gold Londs, due June s, 1957, 20), 000, 00) y3 97y 1,388, 000 43 Mortgage loans,
.of Chile guaranteed sinking fund 633 prer cent gold | onds, due June 30, 1961. 20, 100, 000 9534 9% 4,092, 000 398 Do,
. of Chile guaranteed 5-year 6 per cent agricultural gold notes of 1926, due 10, 000, 000 9512 98% None. 3 Loans secured by agriculturasl products,
: of Chile guaranteed sinking fund 6 per cent gold Londs of 1928, due Apr. 20, 000, 000 9134 95% 647,000 4 2 2 549,868 | Mortgage loans,
: of Chile guaranteed sinking fund 6 per cent gold gouds of 1928, due May 20, 000, 000 §9)4 92 418,000 2% kA 204 19021, 7w Do.
90, 000, 000
1tarlo 20-year 5 per cent gold bonds, dite Oct. 1, 1942 ... ... ... ....... 20, 000, 000 07.67 [} 74 None. 1.58 B kA 2,170 .
Derta 30-year 4% per cent gold debentures, dus Oct. 1, 19560 JII 6,000, 000 w3 vy None, 11§ 187 IR 1 20,951 | Refundine,
anadian fssues... P, e e e 26, 000, 000 ]
*- retired. . R 178,112,000 |..... ... JPUR R I e e o
uropean issut 346,750,000 | _.uesenan i aa i dmrinraiien et e el . . . .
anadian lssues...... ) 000, -
_ Amerlcan issues... 205, 000, 600 e e N IO,
LT 7Y R 877,760,000 {..ceoonneaifonnnaannniai]een ccieanaence RS KPR SO, JRRN I PR




loan retired
pranwog || oo
und, as of ] na
Date Nawme of issue Amount Prioe pald | 1ssue price d‘:-na';l‘é rlthe' spread group's
margin
nearest date
available
Per cent Per cend Per cent
Juue 11,1019 | Swedish Government 20-year 6 per cent gold bonds, due June 15, 1989.. ... _........._.. $25, 000, 000 614 174 1 1
Oet. 27,1924 | Swedish Uovernment 30-year (external loan) 534 per cent gold honds, due Nov. 1, 1954, . 30, 000. 000 9. 62 991] None. rg 14
Total Swedlsh I5SUeS..c.oen.nnmcmiaaennas teeiemmretaeccaes Cers e . 55, 000, 000
Oct. 14,1920 | City of Christiania 25-year 8 per cent sinking fund gold bonds, due Oct. 1, 1946 . . _ T 5, 000, 00 at w ) n 2
Sept. 30,1924 | City of Christisnia 30-year 6 per cent sinking fund gold bonds, due Sept. 1, 1954, .. . . 2, 000, Ou [} uy $L60, 00 ] 2
Apr, 10,1925 | City of Os1030-year 6 per cont sinkiug fund gold bouds, due Muy 1, 1955 . A 5, 000, (X oy W) 480, 000 25 3
Jun 27,1926 | City of Osto 20-year 834 per cent sinking fund gold bonds, due Feb. 1, 1446 4, UM, Gix) o o7 1 H g
‘Polal Notweginu issues - . ... .0 ... .. e e - 19, 600, b I
June 8927 | City of Copenlineen 2i-vear § per cent gold boods, ducJune 1, 1952, . R l':, (u;l;cnn} wl, Nosie. BRI 1.46
Apr. 24, 1R ] City of Copenhagen 25-year 41 per cent gold bonds, due May 1, 1953 . 12, 000, 6V [ Nue 292 LI
Total Danish iSseS oo e e [ 27, 000, toV
Apr. 28,1924 | Government of the Kingdom of the Netherlands 30-year 6 per cent extecnal sinking funa -— ;(-),_600, 000 44 481 5! Noue. 41, 144
gold bonds, due Apr, 1, 1954,
Jam. 15,1922 | Departuent of the Seine 20-year 7 per cent esternal gold bonds, dueJan. 1,1942..._.._____..[ 25,000, 000 8314 9013 o) 51y 134
Nov. 5,1919 | Citiesof Lyons, Marseilles, and Bordeaux 15-year 6 per cent gold bonds, due Nov. 1, 1934 _ 5,009, 000 88 92 None. 6413 114
Mar. 11,1922 | Paris-Lyons-Mediterranean R. R, Co. 6 per cent external sinking fund gold bonds, due
Aug. 15, 1938, . 30,000, 000 8y 83 1, 610, 600 434 1
Apr. 19,1922 .. .. do 10, 000, 60 TRy K31 3 18]
‘Total Freneh issues. ..o oo, oo . e eaeans 110, (00, 000
Mar. 27, 1926 | Arbed™ Hociele Anonyme des Acieries Reunies de Biirbach-Eich-Dudelangs 25-year T
sinking fund 7 per cent gold bonds, due Apr, 1, 19531 (anembourg) .. . ... ... .. 10, 000, 200 TN g 921 .] 957, OO0 i3y o34
Oct. 1, 1926 [ State of Hambirg 20- ear 6 per cent gold hondds, due Oct, 1, 49406, . . . . . . 10, 000, Ok o 0z, None. 3y 13
Oct. 22,1927 | North German Lloyd 20-y:.r 6 per cent sinkiong fund gold bonds, due Nov, 1, 1947 20, 060, (0 " 0t ; ,
PG 1, 10363, (HK) : 11
Total Gernmndssues . C L oL Lo L Lo L L L B 10, 000, (N
Apr. 5, 1922 1 Czechslovak Republic s per eent secured external sinking fund gold Lean of 1922, due Apr. T
S L L, 100D, (XK o uny
May 19, 124 | Czechorlovah Repreblie s per cont seenred exterind sinking fond gold loan of 1922, serics 88, 1, 675, 5 6, 3
due Oct 0, 0952 0 0 0 L. P 9,270,000 o T
Oct. 26,1920 | Crechosloviah Republue secuved external sinking fumk gold toaw of 1925, series A, 20-yeur
Tripereent bhanols, due Ot 4, 0 0 0L L L .. . R 25, (MK), ENH) " UG NG, 6) WY i
o H 1
June G, 1922 | City of Gireater Pragtie 713 per cent mortgace loan bonds of 1922, due May 1, 1952 7, 500, (NN 8ty y23 . W2, W0 [ PR
Potal Czechostovahinissues. ... .. .. .. .. . . . el &5,750,000 | .. Ll P PR FO
Sept. 5,1023 | Wovernment of the Argentine Nation 6 per cont treasurs ol notes, due March 1, 1921, ) 00 0834 991 M 13y 3y
Jan. 16,1924 | Government of the Argentine Nation esternal sinking find 6 per cent gold bonds of 1923, ’ ‘
series A, duo Seplember 8, 1957 .. ... ... .. iiiiiieiiiiiaiiiaeeean. . 40, 000, 000 92 9044 4, 240, 500 413 1
Feb. 17,1924 | Government of the Argentine Nation 6-month 5} por cent treasury gold notes, date
VFebruary 25, 1924 (placed with banks only ) .. ccnni ot iieeet e ceceeanes 20, 000, 000 9935 100 (U] % ul..
Total Argentine I8SUeS. .o cois caet it ieiimeeee e eeeianaaaaan 115,000,000 |..ooocoian]oomacnarcceafoccmcacuacaccace]aamean FOTPRR R ..
Juno 25,1625 | Mortgage Banh of Chile guaranteed sinking fund 6! ; per cent gold Londs, due June, 1957, 20, 000, 000 u3 97’{3 1,388, 000 434 11,
July 20,1926 | Mortgage Bank of Chile guaranteed sinking fund 633 per cent gold ! onds, due June 30, 1961 20, 000, V00 4533 b A , 092, Q00 3’3_ 3%
Dec, 22,1926 .\llr‘))rlgagle {w;k of Chile guaranteed 5-year 6 per cent agricultural gold notes of 1926, due 10, 000, V00 95! 5 9834 None. 35 2%
ec. .
Apr, 30,1928 M:%"l;sglé Bank of Chile guaranteed sinking fund 6 per cent gold Londs of 1928, due Apr. 20, 000, BV 9UH 9534 647, 000 4 2
June 26,1920 Mf{{gﬁage' Bank of Chile guaranteed sinking fund 6 per cent gold gonds of 1028, due May 20,000, 000 89 92 418,000 2 Y
» A
Total Chilean fssues. e..coueeeiacanaaans e ecmmeeeeeecemereceeeeeaenae 90, 000, 000
Oct. 10,1922 | Provinos of Ontario 20-year 6 per cent gold bonds, due Oct. 1, 1042 ...... ............... 7. 67 [ A None. 1.58 8.
Oct.  1,1926 | Province of Alberta 30-year 434 per cent gold debentures, due Oct. J, 1956. . . 9237 ™4 None, | LH .75]..
‘l'otal Canadian issues........... e e el
‘'otal bonds retired.. 178, 112, 900
issu
Arand totade. oo ceeeiianecae tereeeeecmioaeeates eeecesresenaacrentoaueaaes PP 577,750,000 |..cvnenunnefouemiiiiciiienameannccancfeanneas
§ Entire issue (r:ﬂaid. ¢ Syndicate.
1 Entire issue called for Feb. 1, 1032, ¢ For expenses, }{ per cent,
7 Less 34 por cont for expenses.

4 Entive 13sue called for Jan, 1, 1932,
¢ Issuing groups ’




Amount of
loan retired
Cndas g | otal
und, a3 of o
Nue of fssuo - Amount Price patd | lssue price Jan. ,'. 1032, spread
or a3 of the
nearest date
available
Per cent Per cent
“7 6 per cent gold bonds, due June 15, 1939._.................. $25, 000, 000 9616 9934 " 3
* (external loan) 5% per cent gold houds, due Nov. 1, 1954, . 30, 000, 600 96,62 9934 None. 27
esmsecesatetancaananncn meeemeececcmamecane e meeececceeea e 5, 000, 000
_ per cent sinking fund gold bouds, due Oet. 1,1945_.. .. . . &, 000, (600 (X [ [0} A
2 per cent sinking fund gold bonds, due Sept. 1, 1851 ... 2, 000, (ke (] us F160, 00 ]
'nt sinking fund gold bonds, due May 1, 1955 | S, 000, (00 vy w), 480, 000 2t
ot sinking fund golid honds, due Peb, |, 16 4, VR, Geny 94 w7 ) 3
Wo e e i e e el 19, 00V, Ny
6 per cent gold bonds, due Sune 1, 1952, . I.:'., (ni», [LL7) Wy w7ty None. a1
43 per cent gold honds, due May L, 1958 .. . . 12, GO0, 00 w2 [} None. FAR VX
............................................................ . 4 000, 000
7: of the Netherlands 30-year 6 per cent external sinking fund o [ a8l None, 41,
=year 7 per cent external gold bouds, due Jan. 1, 1842 8544 9033 (0] 51y
»and Bordeaux 15-year 6 per cent gold bonds, due Nov. 1, 1934, .. 15, 009, 000 .t 0236 None. LX) ¥
o R. R. Co. 6 per cent external sinking fund gold bonds, due
. e emeeemee e meeaa . 40, 000, 000 Ny 83 1, 610,000 43§
e e ieeememeniean aee eeiieieieice aiesans 10, 00V, 100 Bl KL, 5
e tae m e ammca e s e e o el 110, (XK, 000
w (les Acieries Iteunies de Burbach-Eich-Duadelangs 20y enr T
7old bonds, due Apr, ), 1950 (banembourg) .. . ... ... .. 10, (X0, ON) LENDH 021, 047, 000 G3a
6 per cont gold honds, due Oct, 1, 1986, . . 10, (00, (6K o TEN None. 4y
#ir 6 per cent sinkang fund gold bonds, due Nov, 1, 1947 20, 000, 600 ) o
L 1, 608, N0 4
e e e Ce . 30, 000, (¥
At cent recured external sinking fund gold loan of 1922, due Apr. T
H, (00, 000 W N
1,675, MU 6,
09,270, (00 [}} HTe
2%, (UKD, (NN 0 i NG, ) n
U] H
3 per cent morlgave loan bumds of 1922, due Man 1, 1952 7, 500, (0 8l Y21y 92, 000 0
amdssues.. . .. Lo [ [ .
‘na Nation 6 per vent treasurs zold notes, due Mareh 1, 1021..] (31 991, ) 135
" = Nation external sinking fitnd 6 per cent gold bonds of 1923, 3
R T S 92 %Y 4,240, 500 45
itine Nation 6-month 53 per ceut treasury gold not
"~ 1with bunksonly)............... 9934 100 O] P
(- eerccveeaen TR, [N RN (R
1aranteed sinking fund 6! . per cent gold Londs, due June 40, 1957 3 g:gﬁ 1,388,000 43¢
1aranteed sinking fund 633 per cont gold t onus, due June 30, 1461 Y534 [ A 4,092,000 3;;
uaranteed 5-year 6 per cent agricultural gold notes of 1926, due Y51y w834 None. 31z
uaranteed sinking fund 6 per cent gold Londs of 1928, due Apr. 9134 5% 647, 000 4
uaranteed sinking fund ¢ per cent gold gonds of 1928, due May 89lg 92 418, 000 2)4
B.. temeneceeseecaens cecevmearanan
. & per cent gold bonds, due Oct. 1, 1942, 97,67 0934 None. L5
. 44 per cent gold debentnres, dtw Oct. 1, 14 a23f M}g, None, g

1 Entire issue reﬁatd.
3 Entire issue for Feb. 1, 1832,
issue called for Jan, 1, 1032,

3 Entire
4 Issuing group,

"\

8 Syndicate.
¢ For expenses, 34 ‘per cont.
¥ Less )4 per cent {or expenses.

Droft rom
. originating
l?a' " Under- l:,%'g'." under-
group’s :\xfll;l:glg cotmise :;glggrlﬁ:‘rgi? Purpose of Issuo
margin sion ion, if any, in
compensatlon
of distribu-
tors’ group
Prer cent Per cent Per cent
1 1Y% N $76, 563 | P'urchase of commodities in United States,
1y 3 ] 56,017 | Capital expenditures for railways, posts, tele-
graphs, telephones, ete.; :lso agricultural nid,

2 oy ", 87,240 | Praductive piposes (electtic wor ks, by and
Lousimy,

< 2 22, K% Do.

EN 14, 43,092 Do.

"y 17| A0, 400 | Partly refunding wud poadly as shove

148 [V 112,872 | Refundimg aud pubtic worlos and binbdines,
11738 15 66,019 | Refunding.

113 134 13, 191, 805 | Redemption of fluating debt.

13 4348114 13, 195, 82 | Betterment and extension of transport systes,

14 113 1% 355,925 | Refunding and other purposes.
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Sweden enjoys very high credit. In normal times, its external loans bore a rate
of interest from 3 to 41 per cent, and sold on the London and Paris Stock Ex.
changes at average prices to yield from 3.23 to 4.28 per cent. The average yield
of four representative Swedish Government bonds quoted on the London Stock
Exchange May 19, 1919, was 5.31 per cent.
The proceeds of this loan are to be used for the purchase of commodities in
the United States.
We offer these bonds if, as and when issued and received by us, subject to
prior sale and change in price at 99} and accrued interest.
Pending the preparation of definitive bonds, interim receipts exchangeable for
definitive bonds will be issued against confirmed sales.
All legal matters pertaining to this issue will be passed upon by Messrs. Shear-
man and Sterling, New York City.
Kuhn, Loeb & Co.; The National City Co.; First National Bank,
New York; Guaranty Trust Co. of New York; Brown Bros. & Co.;
Kidder, Peabody & Co.; Lee, Higginson & Co.; Continental &
Commercial Trust & Savings Bank, Chicago.; Union Trust Co,
Pittsburgh; Mellon National Bank, Pittsburgh; First National
Bank, St. Paul; Anglo & London Paris National Bank, San
Francisco.
The above statements and statistics are derived from official sources or those
which we regard as reliable. We do not guarantee, but helieve them to be correct.

SWEDEN
NATIONAL DEBT

The per capita debt of Sweden, both funded and unfunded, as of December 31,
1918, was $76.59, compared with $210 for the United States. Even with the
increased financial requirements of the Swedish Government occasioned by the
World War, the funded debt has increased only 75 per cent since 1913. This
increase is moderate compared with those of other nations. All the funded
debt has been issued for capital expenditures which are revenue producing, such
as State-owned railroads, telegraphs, telephones, hydroelectric plants, canals,
loans to aid agriculture and loans to private owned railroads. In addition to
the amount raised by loans for investment in State properties, substantial sums
have been 8o invested from ordinary revenues snd from taxation. The unfunded
debt representing to a large extent banking credits has been creaied to finance
government commissions controlling food, fuel, and raw materials. These com-
missions are already liquidating their affairs and the credits will be largely paid
out of the proceeds.

The following statement furnished by the national debt office shows the national
debt of Sweden on December 31 of each of the last six years:

Funded Unfunded Total

$166, $46, £33 $5, 360,000 $172, 208, 233
186, 483, 681 11, 524,000 193, 007, 081
217,779, 122 9,916,000 227,695, 122
249, 298, 105 15, 544, 000 264, 842, 105
270, 412,000 37, 520, 000 307, 932, 000
291, 101, 60O 149, 919, 200 441, 020, 800

The $249,298,105 funded debt outstanding December 31, 1916, represented
original issues of $293,241,613, the balance $43,943,508 having been retired through
amortization. Of the funded debt of $291,101,600 outstanding December 31,
1918, $150,428,400 had been placed in foreign countries and $140,673,200 in
Sweden. The favorable exchange situation resulting from large excess of exports
over imports during the war has stimulated the repurchase by Swedish institu-
tions and investors of a considerable amount of Swedish loans placed abroad.

Thirteen loans issued under normal financial conditions, up to and including the
year 1913, bore low rates of interest ranging from 3 per cent to 4% per cent, with
an average of 3% per cent. Four representative bond issues of Sweden listed on
the London Stock Exchange sold at average prices to yield about 3.78 per cent
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during the 10-year period from 1904 to 1913. For the same period three repre-
sentative issues sold on the Paris Bourse at average prices to yield about 3.67 per
cent. .
The national Budget for the fiscal vear ending December 31, 1919, provides
$18,481,823 for service of the national debt, of which $16,997,587 is required for
interest and $1,484,236 for amortization. The total debt service will require
only 11.1 per cent of the total revenues, of which 10.2 per cent will he reqnired for
interest and 0.89 per cent for amortization.

REVENTUES AND EXPENDITURES

The receipts and expenditures of the Government have been officially reported
ax follows:
e

; Expenditures Surplu~

. .....'__.____.._ - .
991,960,580 | 909,073,996 [ 12,0053
80,3 7 2 :

Receipts

, 394, 908 72,755,03 7,639,578
111, 315,044 110, (87, 484 152%, 460

140, 976, 844 | 1186, 411, 160 24, 563, 34

i

Actual expenditures for 1917 and 1918 are not available, but actual receipts
exceeded budget estimates by $70,039,120 in 1917 and by $20,257,271 in 1918,
The budget estimates for 1917, 1918, and 1919 were $185,454,686, $180,900,616
and 166,673,940, respectively. The revenues of Sweden are derived from two
sources, taxation and state properties. The largest present source of taxation
is the income and property tax, which has exceeded customs duties during the
past few vears. In 1918 the revenues from income and property tax amounted
to $69,476,327, compared with $11,115,885 in 1913, while customs duties amounted
to $9,907,239 in 1918, compared with $18,465,921 in 1913. Receipts from the
excess profits tax have heen very satisfactory, amounting in 1918 to $81,489,812,
which was about five times the estimated amount. xcige taxes are levied on
su%ar, tobacco, and alcoholic beverages, amounting in 1918 to $14,368,741.
Other important sources of revenue are stamp and inheritance taxes,

State properties contributed an average surplus of between $15,000,000 and
$20,000,000 annually up to 1918, but showed a deficit of $1,570,054 in 1918 on
account of increased operating costs of the State railroads.

MONETARY SYSTEM AND BANKING

The Swedish monetary unit is the 10-kronor gold coin containing 4.032258
grams of fine gold. The reckoning unit is one krona (crown) with a gold value
of $0.268 in United States money (the rate used in converting kronor to dullars
in this circular). Notes of the Riksbank and gold coins are legal tender through-
out the country.

The banking system comprises the Riksbank which is owned and controlled
by the State and is the only bank of issue; ordinary joint stock commercial banks
with limited liability; unlimited liabiligy (enskilda) commercial banks; the
General Mortgage Bank of Sweden an mortgage societies: Private savings
banks and the post office savings bank, Most of the joint-stock and unlimited-
]iabilit.\,t's hanks also maintain savings departments and carry large savings
accounts. -

Notes of the Riksbank in circulation May 3, 1919, amounted to $196,000,000
against which was a domestic gold reserve of $77,600,000, or 39.6 per cent.
From May 2, 1914, to May 3, 1919, the domestic gold resérve increased from
$28,150,000 to $77,600,000, or 176 per cent.

A remarkable development has taken place in Swedish banking in the last
five years, Paid-in capital and surplus of the joint-stock and unlimited-liability
banks have increased from $174,700,000 on December 31, 1913, to $250,500,000
on Deccember 31, 1917, an increase of 43.4 per cent. Deposits increased from
$453,200,000 to $862,600,000, or 90.3 per cent, and cash 116 per cent. The
surplus of foreign assets held by the Riksbank and the private banks over their
foreign liabilities was $33,500,000 on December 31, 1913, and on March 31, 1919,
had increased by $158,500,000 to $192,000,000, an increase of 473 per cent.

Savings bank deposits have also shown unusual growth. Deposits in private
savings banks, the Post Office Savings Bank, and savings departments of the
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comwmercial banks increased from $362,000,000 on December 31, 1913, to
$475,000,000 on December 31, 1916, a per capita increase from $64.40 to $84.50.
The ger capita savings accounts of the people of Sweden rank high when com-
pared with those of other countries.

AREA, POPULATION, AND GOVERNMENT

Sweden, with an area of 173,035 square miles, is one of the largest countries
of Europe. The area is about 83 per cent of that of France or Germany in 1913,
142 per cent of Great Britain and Ireland, and is apgroximately equal to the
combined areas of all the New England States, New York, Pennsylvania, New
Jersey, Delaware, and Marvland. The population, as estimated by the Gov-
ernment in 1916, was 5,757,566. The population density is 33 persons per squure
mile, compared with 119 for all Europe and 176 for Western Europe. Since
1860 the population has increased 49 per cent. Iiliteracy is practically unknown
in Sweden. The thrifty and industrious character of the people insures a con-
tinuance of the steady national progress shown in the past,

The Government of Sweden is a constitutional monarchy. The Riksdag
(national legislature) consists of two chambers which have equal authority in
all questions. The cabinet ministers are responsible to the Riksdag,

WEALTH AND :NDUSTRIES

The wealth of Sweden embracing both private and public property was offi-

cially estimated at approximately $4,690,000,000 in 1917, based on pre-war
rices. The assets owned by the State, such as railroads, tclegraphs, telephones,

vdro-electric plants, canals and forests, were valued at $821,152,000 in 1918,

The principal industries are mining, agriculture, manufacturing, lumbering,
fisheries and shipping. Immense iron ore fields exist in central and northern
Sweden, containing deposits generally recognized as of the very highest grade.
In 1916, 6,874,018 tons of iron ore and 720,768 tons of pig iron were produced.
Other minerals produced are copper, nickel, manganese, zinc, gold, and silver.
In 1916, 48,166 employees were engaged in the mining industries. The value
of the 1918 harvest of agricultural products was estimated by the Central Statist-
ical Bureau at about $632,595,000. The chief manufactures in the order of their
importance are: Food products, metals, wood, pulp, paper, textiles, leather,
and chemicals. In 1915, 9,828 factories were in operation emploving 404,674
work peopie. The value of the production from these factories was $727,687,000.
The merchant marine of Sweden, January 1, 1919, consisted of 1,209 steam vessels
of 847,654 gross tonnage 396 motor vessels of 77,430 tous and 1,079 sailing
vessels of 124,372 tons, a total of 2,684 vessels of 1,049,456 tons.

Sweden has very extensive waler-power potentialities. This power is being
rapidly developed and utilized for the further development of the natural resources
of the country. The total available suppgv has been cstimated at a minimum of
6,750,000 horsepower. France is estimate :)(680589885 900,000; Italy, §,600,000;
Switzerland, 1,600,000 and Great Britain 1,000,000. T i
in Sweden was 1,105,096 horsepower in 19186,

The railway mileage of Sweden at the end of 1916 was 9,304 miles of which
3,078 miles were state owned and 6,226 miles private owned. The state-owned
system compriges the main trunk lines. The total railway mileage has increasetd
86.7 per cent since 1890, The density of railway mileage per 1,000 inhabitants
is the lmig‘est of the European countries. It is more than twice that of Great
Britain, France, or Germany.

he total developed power

FOREIGN TRADE

The following table shows the foreign trade of Sweden, excluding gold and
silver, since 1910:

Imports Exports Total Balance

$170,348,630 |  $158;884,620 | $338,233.268 | —~$20, 464,010
040, 267 177, ggg, % ~7,212,620

3 382, 867, 908
209, 815, 578 , 805, 413,621,378 ~6,009, 778
226,872,068 219, 049, 007 445,923,075 —7,823, 061
104,811,310 206,991, 160 401, 802,470 +12, 179,850
306, 191, 831 352, 785,659 658,976,990 +48, 504, 328
305, 144, 800 417, 115, 200 722,260,000 | +111,970, 400

203, 304, 800 361,692, 800 364,907,600 | 4158, 388, 000
1229,032,800 | 362,202,000 | 159),234,800 | -+ 1133,169,200

1 Partially estimated.
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The increase in total trade from 1910 to 1918 was 75 per cent. The ave
annual su?lus of exports over imports from 1914 to 1918, inclusive, was $92-
460,300. his figure does not include the invisible exports such as freights
earned by the merchant marine. The gross earnings of the merchant marine in
1915 were $75,720,337. Trade between Sweden and the United States reached
its high level in 1915 when the total was $87,442,067. Owing to lack of shipping
facilities, trade between the two countries declined to $21,609,598 in 1918, but
has shown a pronounced increase in 1919. For the four months ended April
30, 1919, exports from the United States to Sweden were $38,149,326.

SwepisH GOVERNMENT BoNnDs

New issue $30,000,000 Swedish Government 30-year (external loan) 5% per
cent gold bonds, dated November 1, 1924, Due November 1, 1954,

Interest payable May 1 and November 1. Coupon bonds in denominations
of $1,000 and $500, registerable as to principal only. Principal and interest
payable in New York City in United States gold coin of the present standard of
weight and fineness.

e National City Bank of New York, fiscal agent of the loan.

Not redeemable for 10 years.

Redeemable, as a whole but not in part, at the option of the Government on
November 1, 1934, or any interest date thereafter, at 100 per cent.

The credit of Sweden ranks high in the financial markets of the world. Recent
(}uotaﬁons indicate a 5 per cent average yield hasis for nine representative loans
listed on the Stockholm Stock Exchange. The Swedish Government 6 per cent
dollar loan due 1939 now outstanding in the New York market is quoted to
yield 5.40 per cent to maturity, and less than 5 per cent assuming redemption in
1929, the earliest callable date.

For the fiscal year ended June 30, 1924, ordinary revenues amounted to
$177,882,835 and ordinary expenditures $166,124,126, leaving a surplus for the
year of $11,758,709. The service of the debt for the same period, includinginterest
and amortization, totaled $23,849,759, or 13.4 per cent of ordinary revenues.

We are officially informed that the proceeds of this loan will be used to meet,
in part, recent capital expenditures by the Swedish Government, including posts,
telegraphs and teleghones, state railroads, hydroelectric developments, loans in
ai(%e of ?griculture, oans to privately owned railrcads, and miscellaneous state
enterprises.

Application will be made to list these bonds on the New York Stock Exchange.

e offer these bonds if, as, and when issued and received by us, subject to
approval of counsel. Delivery in temporary form is expected on or about

ovember 11, 1924,

Price 99% and interest, yielding over 5.50 per cent.

Kuhn, Loeb & Co.; First National Bank, New York; The National
City Co.; Guaranty Co. of New York; Brown Brothers & Co.;
Kidder, Peabody & Co.; Lee, Higginson & Co.; Continen}ai
and Commercial Trust & Savings Bank, Chicago; The Union
Trust Co. of Pittsburgh; Mellon National Bank, Pittsburgh;
First National Bank, St. Paul; Anglo & London Paris Na-
tional Bank, San Francisco.

(The above information has been obtained, partly by cable, from official state-
ments and statistics, While we do not guarantee we beiieve it to be correct.
All statistics relatin? to foreign money are expressed in terms of the United States
gold dollar at par of exchange.)

$30,000,000 SwEDISH GOVERNMENT 30-YEAR (EXTERNAL L0aAN) 514 PER CENT
GoLp Bonps, DATED DrcEMBER 1, 1924, Due DECEMBER 1, 1954

Not redeemable for 10 vears. Interest payable May 1 and November 1.
Coupon bonds in denominations of $1,000 and $500, registerable as to principal
only. Principal and interest payable in New York City in United States gold
coin of the present standard of weight and fineness at the National City bank
of New York, the fiscal a%ent of the loan, without deduction for any present or
future Swedish taxes, in time of war as well as in time of peace, irrespective of
the nationality of the holder.
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Redeemable, as a whole but not in part, at the option of the Government, on
November 1, 1934, or on any interest date thereafter, at 100 per cent.

Credit.—Of the 12 external loans of the Swedish Government at present
outstanding, 11 were issued prior to 1914 and bear coupon rates ranging from 3
to 4)4 ver cent. The Swedish Government 6 per cent dollar loan, due 1939, which
was o'fered in 1919 at 99% and which is the only Swedish Government issue now
outstanding in the New York market, is quoted at 106 (October 24, 1924). At
this price these bonds vield about 5.40 per eent to final maturity, and, assuming
redemption at 102 on June 15, 1926, the earliest callable date, less than 5 per cent.
The 35 per cent loan of 1908 and the 4!4 per cent loan of 1913 are quoted on Lon-
don and Paris markets, respectively, at prices vielding ahout 5 per cent. Nine
representative government issues listed on the Stockholm Stock Exchange are
quoted at prices giving an average yield of 5.001 per cent.

Debt and resources.—The total national debt as of September 30, 1924, amounted
to $435,760,544, of which $166,323,750, or about 38 per cent, was external. On
the hasis of the present population of 6,005,759, these amounts represent a total
per capita debt of $72.56 and a per capita external debt of $27.70. ~ This debt has
beca ineurred, principally, for capital expenditures, especially the development
of means of communication, agricultyre, and hydroelectric power. In addition,
substantial amounts from current revenues have from time to time been invested
in such undertakings.

The proceeds of this loan will be used for meeting, in part, recent capitsl
expenditures of the Swedish Government for posts, telegraphs, and telephones,
state railroads, hydroelectric developments, loans in aid of agriculture, loans to
privately owned railroads, and for miscellaneous state enterprises.

As an offset, the Government owns properties carried on its books as of Sep-
tember 30, 1924, at $753,865,834, and additional propertics, not carried on the
books, valued in 1918 at $147,400,000, making total assets of $901,265,834, most
of which are revenue producing. Since April 1, 1924, the National Bank of
Sweden has been redeeming its notes in gold, and as of September 27, 1924, the
ratio of gold to notes in circulation was 42.8 per cent, as compared with a ratio
of 45.5 per cent as of July 31, 1914, Institutions and investors in Sweden have
taken advantage of the relatively favorable position of Swedish exchange during
recent years to repurchase substantial amounts of Government loans originally
placed abroad.

Revenues and expenditures.—For the fiscal year ending June 30, 1924, ordinary
revenues amounted to $177,882,835, and ordinary expenditures $166,124,126,
leaving a surplus of $11,758,709. The service of the debt for the same period,
including interest and amortization, totaled $23,849,759, or 13.4 per cent of
ordinary revenues. For the period January 1, 1913, to June 30, 1923, ordinary
revenues exceeded ordinary expenditures by $85,757,075.

A substantial portion of the Government’s revenues are derived from direct
taxation, and during the fiscal year ending December 31, 1922, more than 28
per cent of ordinary revenues were derived from property and income taxes.
Other principal sources of revenue are customs, excise duties, stamp taxes, and
profits from State-owned enterprises.

Wealth and industries.—The value of real estate alone, as estimated for tax
purposes in 1923, totaled $4,646,239,987, or more than ten times the total national
debt. Of the above valuation, $421,653,016, belonging to the Government and
municipalities, was tax-exempt.

The iron deposits of Sweden rank among the most important of Europe hoth
in extent and in richness of ore, while Swedish steel has for many éears enjoyed
an international reputation because of its superior quality. oal, copper,
sulphur, nickel, manganese, zine, gold, and silver are also produced. About §8
per cent of the land area consists of tracts of valuable timber which furnish an
abundance of material for the manufacture of wood-pulp and paper. Exports
of paper, wood-pulp, and timber for the five vears 1919-1923 averaged $209,-
069,426, The principal industries are agriculture, mining, lumbering, fishing,
shipping, and manufacturing, especially of steel, wood-pulp, and paper. Total
production of industry for 1922 amounted to $995,745,0:9. )

Application will he made to list these bonds on the New York Stock Exchange.
We offer these honds if, as, and when issued and received by us, sukject to approval
of counsel. Price on application,

92928—31.—pr 1-—13
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The information contained herein has been obtained, partly by cable, from
official statements and statistics. While we do not guarantee, we believe it to
be correct. All statistics relating to foreign money are expressed in terms of
the United States gold dollar at par of exchange.

Tue Namionar City Co,,
National City Bank Buslding, New York.

$5,000,000 City oF CHRI1sTIANIA (NORwWAY) 25 YEAR 8 PErR CENT SINKING
Funp Gorp Bonps, Due OCTOBER 1, 1945

Interest payable April 1 and October 1.

Coupon bonds in denominations of $1,000 and $500 each. Princifml, premium
and interest to be payable in New York City in United States gold coin of, or
equal to, the present standard of weight and fineness, at the office of Kuhn,
Loeb & Co. without deduction for any Norwegian Government or other Nor-
we%ian taxes, present or future.

he city of Christiania is to pay to Kuhn, Loeb & Co., as a sinking fund, in
quarterly instalments, the sum of $220,000 per annum commencing January 1,
1921, and up to and including October 1, 1930, and the sum of $215,000 per annum
commencing January 1, 1931, and until the maturity of the bonds. Prior to
August 1, 1925, the sinking fund is to be applied towards the purchase of bonds
in the open market, if obtainable, at not more than 110 per cent and interest;
any balance remaining unapplied on August 1, 1925, is to be applied to the re-
demption of bonds by lot on October 1, 1925, at 110 per cent. Commencing
April 1, 1926, and semiannually thereafter, Sinking Fund payments are to be
applied to redeem bonds by lot at 110 per cent till October 1, 1930, and at 107%
per cent thereafter. The entire issue of bonds outstanding is to be redeemable,
as a whole, on any interest date from October 1, 1925, to October 1, 1930 inclusive,
at 110 per cent, and from April 1, 1931 to maturity at 107% per cent, and interest,
on six months’ previous notice by advertisement.

The following information has been received from Mr. J. Hoe, First Mayor of
t.het iCity of Christiania. As it has been received by cable, it is subject to cor-
rection:

¢ Christiania, which is the capital and the principal port of the Kingdom of
Norway, has a %opulation of about 260,000. Its financial standing has always
ranked very high. Previous to the war it borrowed abroad at the rate of 4 to
4% per cent. There has never been any default on a loan of the city.

““The City’s total debt, inclusive of the present issue, is Kr. 174,100,000
(Kr. 1=50.268 at gold parity), of which Kr. 131,000,000 is funded debt. City-
owned properties on June 30, 1919, were valued at Kr. 216,000,000 and, based on
present values, are estimated at a considerably higher figure. City-owned
assets are, therefore, in excess of the total debt, including the present loan. The
proceeds of the present loan will be used for productive purposes, such as electric
works, housing facilities and harbor improvements.

“The estimated income of the population of Christiania is Kr. 933,000,000 and
its taxable income Kr. 756,000,000.

‘““The budget for the fiscal year to end June 30, 1921 amounts to about Kr.
131,000,000 and provides for Kr. 6,000,000 to be applied towards redemption of
the unprovided balance of the two previous budgets. During and since the world
war, Christiania had to make considerable expenditures for relief and other
purposes connected with the world crisis and it affords proof of the conservative
management of the City's finances that during these six years its income from
revenue fully covered the expenditures, but for the relatively small aggregate
sum of Kr, 9,900,000.”

The undersigned will receive subscriptions for the above bonds, subject to
allotment, at 99 per cent and accrued interest, payable in New York against
delivery of temporary receipts, deliverable if, when and 2s issued.

The temporary receipts will be exclmngeai)le for the definitive honds as and
when received by us,

The right is reserved to close the subscription at any time without notice, to
reject any application, to award a smaller amount than applied for and to make
allotments in our uncontrolled discretion.

NEew YoRrk, October 15, 1920, Kunun, LoeB & Co.
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$2,000,000 City oF CHRIsTIANIA (NORWAY) 30-year 6 PErR CENT SiNKING FUND
oLp Bonps, Due SEPTEMBER 1, 1954

Interest payable March 1 and September 1.

Coupon bonds in denominations of $1,000 and $5600 each. Principal and
interest to be payable in New York City in United States gold coin, of or equal
to the present standard of weight and fineness, at the office of Kuhn, Loeb & Co.
without deduction for any Norwegian Government or other Norwegian taxes,
present or future.

Beginning September 1, 1929, the city of Christiania is to pay to Kuhn, Loeb
& Co., in semiannual installments, the sum of $80,000 per annum, as a sinking
fund, to be apPlied toward the purchase of bonds in the open market, if obtain-
able, at or below par and interest, or, if bonds are not so obtainable, toward
the redemption of bonds by drawings at par.

The entire issue outstanding is to be redeemable, as a whole, at par, at the option
of the city, on any interest date on or after September 1, 1934, on six months’
previous notice by advertisement.

The following information has been received from J. Hoe, first mayor of
thetpity of Christiania. As it has been received by cable, it is subject to cor-
rection:

“Christiania, which is the capital and the principal port of the Kingdom of
Norway, has a population of ebout 260,000. Its financial standing has always
ranked very high. Previous to the war it borrowed abroad at the rate of 4 per
cent to 4% per cent. There has never been any default on a loan of the city.

“The city’s total debt, exclusive of the present issue, is Kr. 226,698,000 (Kr,
1=80.268 at gold parity), of which Kr. 144,223,000 is funded debt. City-
owned properties on June 30, 1923, were valued at about Kr. 416,000,000. City-
owned assets are, therefore, largely in excess of the total debt, including the present
loan. The proceeds of the J)resent loan will be used for productive purposes,
such as housing facilities and harbor improvements.

“The budget for the fiscal year to end June 30, 1925, which amounts to about
Kr. 100,800,000, balances.”

The undersigned offer the above bonds subject to prior sale at 98 per cent
and accrued interest, yielding about 6.15 per cent to maturity.

The above bonds are offered if, when, and as issued and received by the under-
signed and subject to the completion of their purchase and approval of counsel.
Interim receipts, exchangeable for definitive bonds, when prepared, may he
delivered against payment in New York funds. Application will be made in
due course to list these bonds on the New York Stock Exchange.

Kunn, Loes & Co.

New YOoRk, October 1, 1924.

$8,000,000 CiTy oF OsL0 (CAPITAL OF NORWAY), FORMERLY CITY OF CHRISTIANIA
30-Year 6 PER CENT SINRING-FUND GoLD Boxbps, Due May 1, 1955

Coupon bonds in denominations of $1,000 and $500 each. Principal and
interest to be payable in New York City in United States gold coin of or equal
to the present standard of weight and fineness, at the office of Kuhn, Loeb & Co.
without deduction for any Norwegian Government or other Norwegian taxes,
present or future. Interest payable May 1 and November 1,

Beginning May 1, 1930, the city of Oslo is to pay to Kuhn, Loeb & Co., in
semiannual installments, & sum sufficient to retire $320,000 of bonds per annum,
s a sinking fund, to be applied toward the purchase of bonds in the open market,
if obtainable, at or heiow par and interest, or, if bonds are not so obtainable,
toward the redemption of bonds by drawings at par.

The entire issue outstanding is to be redeemable as a whole at par, at the option
of the city, on any interest date on or after May 1, 1935, on six months’ previous
notice by advertisement.

The following information has been received from Mr. J, Hée, first mayor of
the city of Oslo:

““QOslo, which is the capital and the principal port of the Kingdom of Norway,
has a population of about 260,000. Its financial standing has always ranked very
high. Before the war it borrowed abroad at rates of 4 to 414 per cent. There
has never been any default on a loan of the city.

““The city’s total debt, including the present issue, is about Kr. 290,000,000
(Kr. 1==$0.268 at gold parity), of which about Kr. 207,000,000 is funded debt.
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City-owned properties on June 30, 1923, were valued at about Kr. 416,000,000.
City-owned assets are, therefore, largely in excess of the total debt, including the
present loan. The procceds of the present loan will be used for productive
purposes, such as the city-owned gas and electric works, harbor improvements, and
housing facilities.

“The budget for the fiscal year to end June 30, 1925, which amounts to Kr,
100 800,000, halances.'

‘The undersigued offer the above bouds, subject to prior sale, at 99)sper eent and
accrued interest.

The above bonds are offered if, when, and as issued and received by the under-
signed and subject to the completion of their purchase and approval of counsel.
Interiin receipts, exchangeable for definitive bhonds when prepared, may be
delivered against payment in New York funds. Application will be made in due
course to list these bonds on the New York Stock Exchange.

Kunn, Loes & Co.

New Yorg, April 8, 1925.

$4,000,000 City oF Osro (Carital oF Norway), ForMERLY City oF CHRIs.
';‘114]%?620-\ EAR 5% PER CENT SiNKinGg-I'unp GoLp Boxps, Dug FEBRUARY
?

Coupon bonds in denominations of $1,000 and $500 cach. Principal and
interest to he payable in New York City in United States gold coin of or equal
to the present standard of weight and fineness, at the office of Kuhn, Loeb &
Co. without deduction for any Norwegian Government or other Norwegian taxes,
present or future. Interest payable February 1 and August 1.

Beginning February 1, 1927, the city of Oslo is to pay to Kuhn, Loeb & Co., in
quarterly installments, a sum sufficient to retire $210,000 of bonds per annum,
as a sinking fund, to be applied toward the purchase of honds in the open mar-
ket, if obtainable, at or below par and interest, or, if bonds are not go obtainable,
toward the redemption of bonds by drawings at par.

The entire issue outstanding is to be redeemable as a whole at par, at the option
of the city, on any interest date on or after February 1, 1931, on six months’
previous notice by advertisement.

The following information has heen received from Hon. Jakob Hoe, first mayor
of the city of Oslo. As it has been received bi' cable, it is subject to correction.

““Oslo, which is the capital and the principal port of the Kingdom of Norway,
has a population of about 260,000. Its financial standing has always ranked
very high. Before the war it borrowed abroad at rates of 4 to 4% per cent.
There has never been any default on a loan of the city.

**The city’s total debt, including the present issue, but deducting therefrom
the $3,473,000 25-year 8 per cent sinking fund gold bonds called for redemption
on April 1, 1926, is about Kr. 271,000,000 (Kr. 1:=80.268 at gold parity), of which
about Kr. 216,000,000 is funded debt. City-owned properties on June 30, 1924,
were valued at about Kr. 434,000,000. City-owned assets are, therefore, largely
in excess of the total debt, including the present loan. Of the proceeds of the
present loan, Kr. 11,500,000 will be applied toward the redemption, referred to
above, of the 8 per cent bonds now outstanding and the balance of about Kr.
8,200,000 will be used for productive purposes, such as the city owned gas and
electric works, harbor improvements and housing facilities.

“The city’s budget for the fiscal year to end June 30, 1926, which amounts to
Kr. 107,000,000, balances.” . .

The undersigned offer the ahove bonds, subject to prior sale, at 97 per cent
and accrued interest, to yield over 5.75 per cent to maturity.

The above bonds are offered if, when, and as issued and received by the under-
signed and subject to the completion of their purchase and approval of counsel.
Interim receipts, exchangeable for definitive bonds when prepared, will be
delivered against payment in New York funds. Aﬁp]ication will be made in
due course to list these bonds on the New York Stock Exchange.

Kunx, Loes & Co.

New Yorg, January 27, 1926.
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£15,000,000 City or CoprENHAGEN (DEvManrk) 25-Year 53 Per Cext GoLp
Boxps, Dure Juxe 1, 1952

Principal and interest payable in New York City in United States gold coin of
or equyl to the standard of weight and fineness existing June 1, 1927, without
deduction for any Danish Government or municipal or other Danish taxes,
imposts, levies, or duties, present or future. Coupon honds in denominations of
$1,000 and $500. Interest payable June 1 and December 1.

NOT REDEEMABLE FOR 10 YEARS

The honds are redeemable, at the option of the city, in whole, or in part by lot,
on June 1, 1937, or on any interest date thereafter, at 100 per cent and acerued
f interest, on 60 days’ published notice. International Acceptance Securities &
Trust Co, fiscal agents. _

The following information has been received from Hon. J. Schaarup, director
general of accounts and audits of the city of Copenhagen; having heen trans-
mitted by cabhle, it is subject to correction:

“The city—Copenhagen is the capital of Denmark and one of the leading
commercial centers of Scandinavia. The population of the city increased from
506,300 in 1916 to 587,000 in 1926. Situated at the entrance to the Baltic Sea
on one of the largest harbors in Europe, its importance to shipping has grown
steadily, and during 1926 incoming ships totalled 4,984,000 net registered tons.

*The credit of the city of Copenhagen has always ranked high, and prior to the
war it borrowed money at coupon rates from 3 to 4 per cent.

“* Finances.—For the fiscal vear 1926-27, ordinary budget receipts of the city
are estimated at $29,319,000 and expenditures at $28,676,000. For the past
three vears, ordinary receipts have exceeded expenditures and during this period
the city has made capital expenditures totaling $28,106,000, which were provided
for onttof cash balances in the treasury, proceeds of loans, and sales of municipal
property.

‘“As of March 31, 1927, the total funded debt of the city amounted to $107,280,-
000 and there was no floating debt. The assessed valuation of real estate in the
city is approximately $804,000,000 and on March 31, 1926, the value of ecity-
owned property was estimated at $141,450,000, of which productive property
(tramways, water, gas and electric works, markets, ete.) to the estimated value
of 3101,840,000 vielded a net income of $6,700,000 for the fiscal year 1925-26.

“ Purpose.~~The proceeds of this issue will be used in part to pay the internal
5 per cent loan maturing in 1928, amounting to $6,700,000, and the balance will
be used for additions and betterments to publie works and buildings.

¢ Seenrity.—The bonds will he the direct ohligation of the city of Copenhagen
and will contain a covenant that if, while any of the bonds are outstanding, it shall
create or issue or guarantee any loan or honds secured by lien on any of its reve-
nues or assets or assign any of its revenues or assets as security for any guaranty
of any obligation, the present issue of honds will be secured equally and ratably
with such other loan or bonds or such guaranty. No loan of the city is specifically
secured and the city has never defaulted on any of its debt.

‘““ Application will be made in due course to list these bonds on the New York
Stock Exchange.”

Conversions of Danish kroner into United States currency have been made at
gold parity of $0.268 per kroner.

The undersigned will receive subscriptions for the above bonds, subject to
allotment, at 97% per cent and accrued interest to date of delivery, to rield about
5.20 per cent to maturity.

The undersigned reserve the right to close the subseription at any time without
notice, to reject any application, to allot a smaller amount than applied for, and
to make allotments in their uncontrolled discretion.

The ahove bonds are offered if, when and as issued and received by the under-
signed and subject to the approval of counsel. In the first instance interim
certificates, exchangeable for definitive bonds when prepared, will he delivered
against payment in' New York funds.

Kuny, Loes & Co.
INTERNATIONAL AccEPTANCE BaNEk (INnc.).

New YoRrk, June 8, 1927.

e e




194 SALE OF FOREIGN BONDS OR SECURITIES

$12,000,000 Ciry oF CopENHAGEN (DENMARK) 25-YEAR 4% PEr CenxT Goud
Bonps, Duve May 1, 1953

Principal and interest payable in New York City in United States gold coin of
or equal to the standard of weight and fineness existing May 1, 1928, without
deduction for any Danish Government or municipal or other Danish taxes,
imposts, levies or duties, present or future. Coupon bonds in denominations
of $1,000 and $5,000. Interest payable May 1 and November 1.

NOT REDEEMABLE FOR 10 YEARS

The hbonds are redeemable, at the (:iption of the city, in whole or in part by

lot, on May 1, 1938, or on any interest date thereafter, at 100 per cent and accrued

;interlest, 0:1 60 days’ published notice. International Acceptance Trust Co.
scal agents, .

The following information has heen received from Hon. J. Schaarup, director
general of accounts and audits of the city of Copenhagen; having been trans-
mitted by cable, it is subject to correction:

“The city.—Copenhagen is the ca%ital of Denmark and one of the leading com-
mercial centers of Scandinavia. The population of the city increased from
506,390 in 1916 to 598,400 in 1927. Situated at the entrance to the Baltic Sea
on one of the largest harbors in Europe, its imé)ortance to shipping has grown
steadily, and during 1927 incoming ships totaled 5,279,000 net registered tons.

“The credit of the city of Copenhagen has always ranked high and prior to the
war it borrowed money at coupon rates from 3 to 4 per cent.

“ Finances.—For the fiscal year 1927-28 ordinary budget receipts of the city
are estimated at $27,122,000 and expenditures at $27,845,000. For the past
four years ordinary receipts have exceeded expenditures and during this period
the city has made capital exl‘)enditures totaling $29,158,000, which were provided
for out of cash balances in the Treasury, proceeds of loans and sales of municipal

property.

“As of March 31, 1928, the total funded debt of the city anmounted to $120,-
332,000 and there was no floating debt. The assessed valuation of real estate
in the city is approximately $843,396,000 and on March 31, 1927, the value of
city-owned property was estimated at $139,414,000, of which productive prop-
erty (tramways, water, gas, and electric works, markets, etc.) to the estimated
;'gétéew2()7f $101,840,000 yielded a net income of $6,700,000 for the fiscal year

‘ Purpose.~The proceeds of this issue will be applied to the redemption of the
city’s municipal external loan of 1919 25-year 5% r cent redeemable sinking-
Surlxd lgo}?ngonds, due July 1, 1944, which are to be called for redemption on

uly 1, 3

““Security.—The bonds will be the direct obligations of the city of Copenhagen
and will contain a covenant that if, while any of the bonds are outstanding, it
shall create or issue or guarantee any loan or bonds secured by lien on any of its
revenues or nssets or assign any of its revenues or assets £s security for any
guaranty of any obligation, the present issue of bonds will Le secured equally
and ratably with such other loan or bonds or such guaranty. No loan of the city
is speciﬁcully secured, and the city has never defaulted on any of its debt.

‘“‘Application will be made in due course to list these bonds on the New York
Stock Exchange.”

Conversions of Danish kroner into United States currency have been made at
gold parity of $0.268 per krone.

The undersigned will receive subscriptions for the above honds, subject to
allotment, at 94% per cent and accrued interest to date of delivery, to yield 4.88
per cent to maturity.

The undersigned reserve the right to close the spbsecription at any time with-
out notice, to reject any application, to allot a smaller amount than applied for,
and to make allotments in their uncontrolled discretion.

The above bonds are offered if, when, and as issued and received by the under-
signed and subject to the approval of counsel. In the first instance interim
certificates, exchangeable for definitive bonds when prepared, will be delivered
against payment in New York funds.

Kunn, Loes & Co.
INTERNATIONAL AccepraNceE Bank (Inc.:.

NEwW YoRrk, April 24, 1928.
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$40,000,000 Kinapom oF THE NETHERLANDS (HoLLaND) 30-YEAR 6 PER CENT
EXTERNAL SINKING Funp Gorp Bonps or 1924, Due Armin 1, 1954

Interest payable April 1 and October 1. Coupon bearer bonds in denominations
of $1,000 and $500. Principal and interest payable at the offices of Kuhn, Loeb
& Co. and the National City Bank of New, York, fiscal agents of the loan, in
United States gold coin of the present standard of weight and fineness, free from
all taxes, present and future, levied by the Government of the Kingdom of the
Netherlands, and payable as well in time of war as in time of peace, and whether
the holder be a citizen or resident of a friendly or hostile state.

A sinking fund is provided beginning April 1, 1925, to retire annually, during
the first five years, one-thirtieth of the original principal amount of the loan by

urchases of bonds, if obtainable, below Ear. The unapplied balance of any
nstallment shall revert to the government. After 1929 the sinking fund sh
retire annually by drawings at par one twenty-fifth of the aggregate principal
amount of bonds outstanding on January 1, 1930.

On April 1, 1929, or on any semiannual interest date thereafter, the govern-
ment may, at itc option, call for redemption all the bonds of this issue then out-
standing, in whole but not in part (except as above provided for the sinking fund)
at par and accrued interest.

he following statements have been ag}aroved bér Dr. L. A. Ries, assistant
treasurer general of the Kingdom of the Netherlands; having been transmitted
by cable, they are subject to correction:

‘“These bonds are a direct obligation of the Kingdom of the Netherlands and
are authorized by act of Parliament, approved December 22, 1922,

‘“Holland has been for centuries one of the foremost financial and commercial
Bowers of the world, and for generations one of the most important markets for

nited States and other foreign securities. Her two principal cities, Amste
and Rotterdam, to-day occupy a position of great international importance as
banking and commercial centers.

‘‘The foreign trade of Holland—not including that of her colonies—aggregated
in 1923 F1. 3,312,000,000, which is $175 per capita at the present rate of exchange,
as against $73 per capita for the United States. Like Great Britain, Holland
always was, and still is, a creditor country, having made very large investments
in her colonies and throughout the world. As also in the case of Great Britain,
her trade movement in commodities proper has even in normal times shown debit
balances which were more than offset by her income from her trade and invest-
ments in her large and valuable colonial possessions and from her shipping and
h?rt lfimz{\céal and commercial transactions and investments in nearly every part
of the globe,

‘Holland’s merchant marine to-day aggregates over 2,600,000 gross register
tons and her vessels sail every sea.

““The total funded and the net unfunded debt of Holland at the close of the
year 1923 aggregated F1. 3,173,000,000! (about $1,275,500,000). This is at the
rate of about $182 per capita, at par of exchange, compared with approximatel
$785 per capita for Great Britain. Holland’s credit position before the war
illustrated by the fact that her loans were then issued, from time to time, at
interest rates of approximately 3} and 3 per cent.

“The monetary unit of Holland is the guilder (florin) with a value at par of
exchange of $0.402 in the United States.

‘“The Bank of the Netherlands (Holland’s only bank of issue), as of March 31,
1924, had a gold reserve against its circulation of about 56 eé)er cent.

‘‘The proceeds of this loan will be applied toward the redemption of floating
debt included in the total debt as stated above. The dollars realized from this
loan will be sold to the Netherlands Bank to be from time to time made available
for payments to be effected in the United States for purchases and other pu R

The undersigned will receive subscriptions for the above bonds subject to
allotment, at 98% per cent and accrued interest to date of delivery, to yield over
6.10 per cent on the investment if held to maturity.

The undersigned reserve the right to close the subscription at any time with-
out notice, to reject any application, to allot a smaller amount than applied for
and to make allotments in their uncontrolled discretion.

. The above honds are offered if, when, and as issued and received by the under-
signed and subject to the completion of their purchase and approval of counsel.

¥ This figure does not include treasury bills, issued to finance certain advances made by the government
to the Government of the Dutch East Indies against which it holds the obligations of the latter.
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Temporary bonds or interim receipts exchangeable for definitive bonds when
prepared may be delivered against payment in New York funds. Application
will be made in due course to list the bonds on the New York Stock Exchanee.
Kuny, LoeB & Co.
Tue NationaL City Co.
New Yong, April 28, 1924.

$25,000,000 DEPARTMENT OF THE SEINE, FRANCE (CoMPRISING PaRIs AND T3
Exvirons), TWENTY YEAR 7 PER CeNT ExTERNAL GoLp Boxps; Due Janc-
ARY 1, 1942

Authorized under law of September 29, 1919, and by a decree of the president
of the republic rendered in Council of State, dated January 14, 1922,

Not subject to redemption during first 10 years,

Redecmable as a whole, upon 90 days’ notice, at the option of the department,
on January 1, 1932, at 105 per cent and accrued interest, or on January 1 of any
subsequent year at 105 per cent less 32 per cent per annum for each year after 1932,
Interest payable January 1 and July 1. Coupon bonds, in denominations of
$1,000 and $500.

For further information regarding this issuc of bonds reference is made to the
accompanying letter from Mousieur Autrand, prefect of the Department of the

ine,

The undersigned will receive subascriptions for the above bonds, subject to
allotmert, at 90% per cent and accrued interest to date of delivery.

At the offering price the bonds yield 7.95 per cent to waturity. If the bonds
are redeemed before maturity the vield increases gradually to a maximum of 8%
per cent if redeemed on January 1, 1932, the first redemption date.

The undersigned reserve the right to close the subscription at any time without
notice, to reject any application, to allot a smaller amount than applied for and
to make allotments in their uncontrolled discretion.

Payment for bonds allotted is to be made in New York funds, against delivery
of temporary honds or certificates, deliverable if, when, and as issued and received
by the undersigned and subject to approval of counsel.

Kuhn, Loeb & Co.; The National City Co.; Guaranty Co. of New
York; Dillon, Read & Co.; Harris, Forbes & Co.; Kidder, Peabhody
& Co.; Lee, Higginson & Co.; Brown Bros. & Co.; Blair & Co.
(Inc.); Cassatt & Co.; The Union Trust Co. of Pittsburgh.

New York, January 21, 1922,

Paris, January 15, 1922,
Messrs. Kuny, Loes & Co.,
New York.

DEaR Sirs: With reference to the proposed issue of $25,000,000 20-year 7 per
cent external gold bonds of the Department of the Seine, I beg to state the follow-
ing for your information.

France is divided, for administrative purposes, into 89 Departments.

The Department of the Seine is by far the greatest in point of wealth and
population of the Departments of France, comprising the city of Paris and its resi-
dential and industrial suburbs.

The population of the Department on March 6, 1921, the date of the last
census, was 4,411,691,

Each Department is governed by a prefect. The prefect is nominated by the
French Government and exercises certain powers conferred upon him by law.

The annual budget of the Department is voted by the general council, and
confirmed by decree of the President of the Republic. The general council is an
elected body with considerable powers of local self-government, including the ad-
ministration of the departmental finances. No taxes can, however, he imposed
or money borrowed by the Department without the sanction of the French
Government.

The general council of the department is under statutory obligation to levy
annually such an amount as may be necessary to balance the Department’s
yearly budget. The service of the present loan will, of course, be incorporated in
the annual budget. The French Government can impose additional taxes in case
the general concil fails to make sufficient provision for balancing its budget.
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The loan which you have contracted will be the direct general obligation of
the Department. 'The service of the loans of the Department is met out of the
Department’s general income which is mainly derived from (a) certain Govern-
ment and municipal subventions and contributions and (b) the proceeds of taxes
known as *‘centimes additionnels,”” which are levied annually by the authority of
Parliament and collected together with other Government and municipal taxes by
the Government tax collectors.

The estimated revenue and expenditures of the department for 1921 each
amounted to approximately frs. 350,000,000, the departmental taxes for that year
being approximately 44 francs per capita.

The outstanding debt of the department on Deceraber 31, 1921, amounted to
approximately frs. 984,000,000. The greater part of this debt has been contracted
with the Credit Foncier de France, who have issued their owr bonds to the
French public. The annual charges for interest and amortization of this debt
amounted to approximately frs. 77,870,000, in addition to which the department
provides for annuities in respect of the newly acquired transport systems amount-
ing to approximately frs. 32,520,000 per annum. The present issue of $25,000,000
20-year 7 per cent external gold honds in New York and of £3,000,000 30-year
7 per cent sinking fund sterling bonds sold in London (which will constitute the
only external debts of the department) will increase the total debt, at approxi-
mately present rates of exchange, by frs. 450,000,000 approximately, the charges
for interest on and amortization of which, calculated at ggproximately the
present rates of exchange, will amount to a further frs. 33,500,000 per annum.
Caleulated at approximately the present rates of exchange, this brings the total
debt up to frs. 1,434,000,000, involving a total annual charge for interest on and
amortization of the debt of approximately frs. 144,000,000.

The last official estimate made in 1910 of the value of the lands and buildings
situated in the department, was approximately frs, 20,718,000,000, while the
annnal rental values of such properties, upon which the assessments for taxation
are hased, were then estimated at frs. 1,471,507,000. On present day valuations,
these figures would be very considerahly exceeded.

The $25,000,000 20-year 7 per cent external gold bonds to be issued by you
and £3,000,000 (equivalent to about $12,500,000) 30-vear 7 per cent sinking fund
sterling honds, which have been purchased by Messrs. Helbert, Wagg & Co.
(Ltd.), London, England, and associates, and are expected to be issued shortly
in London, are authorized in conformity with the law dated September 29, 1919,
and by a decree, of the President of the Republic rendered in council of state,
dated January 14, 1922,

Both the present loan and the above-mentioned sterling loan are being con-
tracted to provide funds for capital expenditure on the bettermment and extension
of the newly acquired transport systems and will thus be entirely utilized for
productive purposes.

The $25,000,000 20-year 7 per cent external %old bonds will be issued in coupon
form, in denominations of $1,000 and $500, will mature on January 1, 1942, and
will bear interest from January 1, 1922, payable semiaunually on January 1 and
July 1 in each year. )

Principal and interest, and premium in case of anticipated redemption, will be
payable in gold coin of the United States of America, of, or equal to the standard of
weight and fineness existing January 1, 1922, at the office of Kuhn, Loeb & Co., in
the city of New York, and are exempt from all taxes, stamp duties, transfer and
other duties or deductions of any nature, present or future, levied by the Govern-
mcnt,l the Departments, municipalites, or other French authorities whatever they
may be.

The Department reserves the option to redeem all the bonds of this loan, but
not a part thereof, on January 1, 1932, at 105 per cent and accrued interest, or on
January 1 of any subsequent year at 105 per cent less % per cent per annum for
each year from January 1, 1932, to the redemption date, together with accrued
interest. Notice of such election to redeem shall be given to the holders of the
bonds, by publication at least once in each week for 12 successive wecks, beginning
not less than 90 days nor more than 100 days prior to the date of redemption, in
two daily newspapers of general circulation in the city of New York.

The Department agrees, and will provide in the bonds, that so long as any of
the bonds of this iseue shall be outstanding, it will not create any mortgage or lien
or other charge upon any of its property or revenues, unless such mortgage, lien or
charge shall expressly provide that the bonds of this issue outstanding shall,
ratahly with any other indebtedness which such mortgage, lien, or charge may be
given to secure, be entitled to the security afforded by, and be secured by, such
mortgage, lien, or charge.
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The Department has obtained assurance from the Government of the French
Rerublic. that while any of the bonds of this issue are outstanding, no obstacle
will be placed in the way of the Department regarding the purchase and remittance
g}fl the ?ecesaary funds to enable the Department to fulfill its obligations in respect

ereof.

Pending the engraving of the definitive bhonds, temporary bends or certificates,
with one or more coupons, will be issued. Such temporary honds or certificates
shall be exchangeable without expense to the holders, for defitive engraved
ggnge, vgletn ready, at the office of the Equitable Trust Co. of New York, acting as

nd registrar.

Apgl'ioation will be made to list the 20-year 7 per cent external gold bonds on the
New York Stock Exchange.

Yours very truly,

AUTRAND,
Prefect of the Deparment of the Seine.
(The above letter, having been received partly by cable, is subjeet to correction.)

$15,000,000 or City oF Lyons, $15,000,000 oF CiTy oF MARSEILLES, $15,000,000
oF City or BorDEAUX—15-YEAR 6 PER CENT GoLp Boxps DrE NovEMBER
1, 1934—INTEREST PAYABLE MaY 1 AND NOVEMBER 1

Coupon bearer bonds in denominations of $1,000, $500, and £100.

Principal and interest payable in New York in United States gold ceoin with-
out deduction for any French governmental, municipal, or other French taxes,
present, or future.

The undersigned offer the above bonds, subject to previous sale at 921; per
cent and accrued interest to date of delivery, temporary certificates deliverable
iti; wh:n,.gnd as issued. At this price the bonds will yield 6.80 per cent if held

maturity.

Payment for bonds puwhased is to be made at the offices of any of the under-
signed on three days’ previous notice from them. The right is reserved to
reject any application in whole or in part.

For further informaiion as to this issue of honds, reference is made to the
accompanying letter from Maurice Casenave, Esq.. direetor-general of the
French Mission in the United States.

Application will be made in due course to list these bonds on the New York

Stock Excharnge.
Kunn, Loes & Co.
GuaranNTY TRUsT Co. OF N. Y.
KipbeR, PEABODY & CoO.
THE NaiionNaL City Co.
HaRrris, Forees & Co.
Wu. A. Reap & Co.
CoNTINENTAL & ComuExcisL Trust &
Savinegs Banx orF Caicaco.

NeEw York, November 5, 1919,

REPUBLIQUE Fraxcais,
DIRECTION GENERALE DES SERVICES FRANCAIS AUX Erars Uxis,

New York, November 1, 1919.
Mgessrs. Kunn, Loes & Co,,
New York, N. Y.

GENTLEMEN: Referring to the $45,000,000, 15-vear 6 per cent gold bonds due
November 1, 1934, 315,000,000 each of the cities of Lyons, Marseilles, and * or-
deatt;x, which you have agreed to purchase, I state the following for your infor-
mation:

These bonds are being issued to replace the funds used to ¥ on November
1, 1919, the bonds of these cities remaining outstanding of the 000,000 bonds
oﬁginaﬁy issued, and for other purposes. Each issue will be the direct obliga-
tion of the city issuing the same, and they will be the only external loans of
these cities presently outstanding.

The bonds will be issued in bearer coupon form, in denominations of $1,
$500, and $100, and will bear interest from November 1, 1919, at the rate of 6
per cent per annum, payable semiannually on May 1 and November 1. Princi-
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pal and interest of the bonds will be payable in United States gold coin of the
standard of weight and fineness existing on November 1, 1919, without deduction
for any present or future French governmental, municipal, or other French taxes.
The Government of the French Republic has agreed to undertake, in order to
permit the cities of Lyons, Marseilles, and Bordeaux, or any of them, to pay the
interest or principal amount of the loan in gold in the city of New Y’ork, to fur-
nish them and each of them, if necessary (in exchange for bank notes or other
currency), with gold in the amor it needed, and authorize its exportation for
said purpose.

As established by the laws of France governing municiralities, the finances of
these cities, and the authority to borrow money, levy taxes, and execute the
annual budgets are under the control and supervision of the French National
Government. Under this supervision the municipal authorities of Lyons, Mar-
seilles, and Bordeaux have followed a conservative fiscal policy establishing the
credit of the cities upon a sound basis. The internal loans now outstanding
hear low interest rates.

The three cities are, next to Paris, among the largest and most important trade
centers of France. Originally established in ancient times on main trade routes
they have grown steadily to their pregent importance, because of natural eco-
nomic advantages. Situated far from the zone of hostilities, their industrial
condition, already sound prior to the war, has been strengthened substantially
since 1914 by additional facilities provided for the extra war traffic they were
;vallgd upon to handle, by their increase in population and the expansion of
YUsIness.

Considered separately:

LYONS

Lyons ranks next to Paris as a center of finance, trade, and manufacturing,
Her chief manufactures are of silk, and in the production of these articles she
leads the world. Over 90,000 looms, employing more than 200,000 hands are
engaged in these enterprises. Lyons is the capital of the Department of Rhone,
and is situated at the confluence of the Rhone and Saone, both of which are
navigable and flanked by several miles of quays. Ample railway facilities pro-
vide her with outlets to the interior. Local industries comprise metal works,
chemical and soap factories, dve works, tanneries, and glassworks.

The population of the city has kept pace with her industries, showing an
increase from 523,796 in 1912 to over 600,000 (estimated) in 1918. The total
interna)l debt amounted in 1918 (the latest figures available), to about Fes.
93,500,000 (at Fes. 5.18, the approximate normal value of francs equals
$18,050,000). To this should be added the present issue of $15,000,000, making
a total of ahout $33,050,000.

MARSEILLES

Marseilles, the leading maritime city of the Mediterranean, is one of the greatest
natural sea I!;)om; of the world and is the southern terminus of the largest railway
system in France. Situated on the northeast shore of the Gulf of Lyons, it
controls all Mediterranean commerce and sends and receives cargoes through
the Suez to and from India. On a normal basis, 21,000,000 iross tons of shipping
annually enter and clear from her harbor. Seven wet docks, 6 dry docks, and
13 miles of quayage afford accommodation for 2,000 vessels at one time. The
traffic in merchandise has increased from 4,372,000 tons in 1870 to more than
21,590,000 tons at the present time. Her industries are many and well diver-
sified, among which are metal foundries and plants for the manufacture of
vegetable oils and soaps.

he population has grown from 550,619 in 1912 to ahout 750,000 (estimated),
in 1918. The total internal debt in 1918 amounted to Fes. 157,074,097 (at 5.18
equals $30,323,184). To this should be added the present issue of $15,000,000,
making a total of ahout $45,323,184.

BORDEAUX

Bordeaux is the principal Atlantic port, and has one of the three finest harbors
in France. It is the European terminus of many lines trading with the Americas,
Africa, and the British Isles. Shipbuilding is the chief industry hesides which
there are considerable other manufatturing enterprises. Wine production in
the surrounding country contributes to a great extent to the city trade; refined
lsugau', ro]pe, woolen goods, carpets, paper, and earthenware are produced on a
arge scale.
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Her chief imports comprise metals, English coal, timber, grain and manu-
factured articles. She exports chiefly cloth, chemicals, and the products of
local industry and large quantities of wine.

The pre-war record exhibits an annual entrance and clearance from her harbor
of vessels aggregating 5,228,000 tons. The extensive additions made to her
guayage and warehouse capacity to enable the handling of the large traffic

uring the war have greatly enhanced her opportunities for accommodating even
more business in the future.

The population of the city has grown from 261,678 in 1912 to about 305,000
(estimated), in 1918. The total internal debt in 1918 amounted to Fes. 43,442,650
(at 5.18 equals $8,386,612). To this should be added the present issue of
$15,000,000, making a total of about $23,386,612.

Application will be made in due course to list these bonds on the New York
Stock Exchange.

Yours very truly,
MauRrice CARENAVE,
Director General of the French Mission in the United Stales.

$30,000,000 Paris-LyoNs-MEDITERRANEAN RaiLroap Co. 6 Per Cenr Ex-
TERNAL SINKING-FuND GoLp Bonps, DUE Avcust 15, 1958

Part of an authorized issue of $40,000,000.

Coupon bearer honds in denominations of $1,000 and $500.

Not subject to redemption before February 15, 1932, except for the Sinking
Fund as stated below. The entire issue outstanding, but not any part, will be
redeemable at 103 per cent and accrued interest, at the option of the Company on
February 15, 1932, or on any interest date thereafter.

The remaining $10,000,000 honds of this issue have been sold at 83% per cent
and accrued interest.

The bonds are to have the benefit of a cumulative sinking-fund caleulated to
redeem the entire issue by August 15, 1958. This sinking fuud will begin August
15, 1929, and is to operate by purchases of the bonds at or below 100 per cent and
interest or by the redemption on August 15, 1929, and any August 15 thereafter,
at 100 per cent and interest of bonds to be drawn by lot.

For further information regarding this issue of bonds reference is made to the
accompanying letter from the Paris-Lyons-Mediterranean Railroad Co.

The undersigned will receive subscriptions for the above bonds, subject to
allotment, at 83 per cent and accrued interest to date of delivery.

At the offering price the bonds yield about 7.35 per cent to maturity. In case
of ealier redelption of the entire issue at 103 per cent, the yield increases gradu-
ally to a maximum of 8.78 per cent if called on February 15, 1932, the earliest
date on which the entire issue may be redeemed, and in case of any bonds re-
deemed at 100 per cent by the sinking fund, to a maximum of 9.22 per cent as to
any bonds redeemed on August 15, 1929.

The undersigned reserve the right to close the subscription at any time without
notice, to reject any application, to allot a smaller amount than applied for and
to make allotments in their uncontrolled discretion.

Payment for honds allotted is to be made in New York funds, against delivery
of temporary certificates, deliverable if, when, and as issued and received by the
undersigned and subject to the completion of our purchase and to approval of
our counsel. The temporary certificates will be issued by the National City
Bank of New York, who will act as bond registrar.

THE NamionaL Ciry Co.
Kvuan, Loes & Co.
NEw Yorg, March 17, 1922,

Parts, March 16, 1922,
Messrs. Kunn, Loes & Co., and Tue Nationar Ciry Co.,
New York, N. Y.

Dear Si1rs: Referring to the issue of $30,000,000 6 per cent external sinking-
fund gold bonds of this company, due August 15, 1958, which form part of an
authorized total loan of $40,000,000, I beg to give you the following information :

The Compagnie des Chemins de Fer de Paris & Lyon et & la Méditerranée
(Paris-Lyons-Mediterranean Railroad Co.) was organized in 1857. It is by
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far the largest railroad enterliyige in France, owning nearly 25 per cent of the
French broad gauge lines. The company’s concession expires December 31,
1958. 1Its system in France, comprising ahout 6,121 miles of road, consists of &
main trunk line from Paris to Lyons, the chief industrial center of southern
France, and from Lyons to Marseilles, the most important French port on the
Mediterranean, with branches and extensions throughout the part of France
southeast of Paris, through the French Riviera and to the Swiss and Italian fron-
tiers. In addition, the company operates 641 miles in Algeria, of which 412
miles are under lease. The company has outstanding debenture bonds to the
amount of Fes. 8,065,800,600 and £5,000,000. None of these honds carries any
special gecurity, nor is any part of the system or its rolling stock mortgaged in any
way. The capital stock of the company, originally amounting to Fes. 400,000,000
has, through amortization to date, been reduced to Fes, 345,161,000. Under the
convention of 1883, between the Government of the French Republic and the
company, the Government guaranteed a dividend of 11 per cent to the holders
of the capital stock of the company. Before the war the company was 80 success-
fully operated, however, that dividends in excess of the guaranty were paid out of
earnings.

At the outbreak of the war, the Govermment took control of all the French
railroads in order to insure efficient coordination for military purposes.

A new convention was entered into on June 28, 1921, hetween the Freuch
Government and the larger railroad systems, including this Company, approved
by the “Law regulating the great railroad systems,” dated October 29, 1921,
revising the status of the railroads. Under this convention and law there is
established a “‘comnmon fund” for the purpose of creating financial solidarity of
the large comnanies and to provide for the halancing of the receipts and expendi-
tures and, in case of need during any fiseal yvear, to provide the companies with
funds for their current treasury needs. The railroad companies shall turn over
to the “common fund” any halance of their gross receipts available after provid-
ing for ‘their operating expenses, interest and amortization of their loans, a
variable “prime de gestion’’ (operating premium) intended to encourage efficient
and economic operation, the gnaranteed dividends to the stockholders and otler
charges as established by the convention, If, at any tiie, the gross receipts of a
railroad should be insufficient to meet the charges mentioned ahove, there will
3e aid to the railroad out of the common fund any sums necessary to make up the

eficiency.

The Government of the French Republic has undertaken to provide the com-
mon fund with any sums by which the receipts of the common fund may fall
short of its requirements; provided, however, that if the Minister of Public Works
80 requires, the railroads will issue bonds for such purposes, the Government of the
French Republic guaranteeing the interest, amortization, and actual expenses of
the service of such bonds until paid. The convention further provides for an
adjustment of tariffs, if necessary, in order to provide the railroads with sufficient
revenue to meet expenditures. In regard to Fes. 1,673,000,000 of bonds issued
by the company under special law of December 26, 1924, to cover its deficiencies
of Fes. 1,229,000,000 since the beginning of the war, the convention provides
that the Government will reimburse the company therefor by the payment to
me cognpgny of annuities to cover the service for interest and amortization of

ese bonds.

The Paris-Lyons-Mediterranean Railroad Co. covenants, and the bonds will
s0 state, that it will not, while any of the bonds of this loan are outstanding, be
instrumental in, or give its consent to, any change in the convention with the
Government of the French Republic, approved by the law dated October 29,
1921, which would curtail any security, guaranty, benefit, or advantage accruing
to the company in respect of the bonds of this loan, or through the company to
tlsl)e holders of the bonds of this loan under said convention or said law of October
The railroad company also covenants, and the bonds will so state, that, so
long as any of the bonds of this issue shall be outstanding, it will not create any
mortgage, lien, or other charge on any of its properties or revenues, or on any of
the rights,, benefits, or advantages accruing to it under the convention dated
June 28, 19621, with the Government of the French Republic, and the law of
October 29, 1921, approving the said convention, unless such mortgage, lien, or
charge shall expressly provide that the bonds of this issue outstanding shall,
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ratably with any other indebtedness which such mortgage, lien, or charge may
be given to secure, be entitled to the security afforded by and be secured by such
mortgage, lien, or charge.

In case of repurchase of the concession of the Paris-Lyons-Mediterranean
Railroad Co. by the Government of the French Republic before the termination
of said concession, said Government has undertaken to indemnify the company
by the payment of annuities, which will be sufficient to provide for the service
of interest and amortization in respect to the bonds of this loan then outstanding.

The railroad company has obtained assurance from the Government of the
French Republic that, while any of the bonds of this issue are outstanding, nuo
obstacle will be placed in the way of the railrad company regarding the purchase
and remittance of the necessary funds to enable the railroad company to fulfill
its obligations in respect thereof.

The 6 per cent external sinking fund gold bonds have been duly authorized by
the budget law of the French Republic dated December 31, 1931, in accordance
with article 2 of the law regulating the great railroad systems dated October 29,
1921, pursuant to the provisions of Title II of the convention of June 28, 1921,
entered into hetween the Government of the French Republic and the great
French railroad systems, approved by said law. The proceeds of this issue will
be utilized for purchases of rolling stock, for the electrification of certain lines
and for other improvements.

The present loan and £5,000,000 6 per cent sterling bonds, of the sanie type as
the present dollar issue, quite recently issued in London with marked success at
86 per cent, and now selling at 90% per cent, form the only outstanding external
long term debt of the company.

The bonds of this loan will be issued in coupon hearer form, in denominations
of $1,000 and $500, will be dated February 15, 1922, will mature on August 13,
1958, and will bear interest from February 15, 1922, meable semiannually on
February 15 and August 15 in each year. Principal and interest and premium in
case of anticipated redemption will be payable in gold coin of the United States
of America of or equal to the standard of weight and fineness existing March 1,
1922, at the office of Kuhn, Loeb & Co., or at the office of the National City
Bank of New York, in the city of New York, without deduction for any French
governmental taxes or any other French taxes, present or future.

Beginning August 15, 1929, the loan will be redeemed through a cumulative
sinking fund by repurchases if bonds are obtainable at or below par, or by annual
drawings at par if not so obtainable, in amounts sufficient to retire the whole
issue by August 15, 1958.

In case of drawings, the numbers of the bonds to be redeemed shall be deter-
mined by lot and notice of redemption, specifying the numbers of the bouds
designated for redemption, shall he published twice a week for at least three
weeks preceding the redemption date, in two newspapers of general circulation
in the city of New York by Kuhn, Loeb & Co., the fiscal agents for the loan.

On February 15, 1932, or on any interest payment date thereafter, the co-
pany may at its option redeem all the bonds of this loan then outstanding, but
not a part thereof, at 103 Per eent of the principal amount thereof and accrued
interest, provided notice of such redemption be published twice a month for at
least three months preceding the redemption date, in two newspapers of general
circulation in the city of New York. L

Application will be made to list the 6 per cent external sinking fund guld
bonds on the New York Stock Exchange.

Yours very truly, ;
STEPHANE DERVILLE,
Prestdent Board of Directors.

(The above letter, having been received by cable, is subject to correction.)

$10,000,000 UNITED STEKL.. WORKs OF BURBACH-EICH-DUDELANGE (SOCIETY
ANONYME nES ACIERIES REUNIES DE BURBACH-EICH-DUDELANGE, GRAND DUCHY
oF LUXEMBURG) “ARBED " 25-YEAR SINKING FUND 7 PER CENT GoLD Bonps

One million dollars of the present offering have been taken for issue in Hol-
land by a group of banks headed by DeTwentsche Bunk, Amsterdum; $1,000.001
huve been taken for fssue in Luxemburg by the Banque Generale du Luxetibourg
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and the Banque Internationule de Luxembourg, Luxemburg; and $500,000 have
bieen taken for Switzerland by a group of banks headed by Swiss Bank Corpora-
tion, to be dated April 1, 1926 ; to mature April 1, 1951,

Authorized and to be issued. $10,000,000. Coupon bonds in denominations of
$1,000 and $500, Interest payable April 1 and October 1. Principal and interest
payable in New York City, in gold coin of United Stutes of America of or equal
to standard of weight and fineness existing April 1, 1926, without deduction for
any taxes, imposts, levies, or duties of any nature now or at any time hereafter
imposed by the Government of the Grand Duchy of Luxemburg, or by any tux-
ing authority thercof or thercvin, Redeemable as a whole (but not in part ex-
cept for the sinking fund). on April 1, 1936, or on any interest dute thereafter,
on 60 days’ notice, and on 30 days’ notice if culled in part for the sinking fund,
at 100 per cent and accerued interest,

Cumulative sinking fund to vetive entive issue by maturity.

GuaranTYy TRUST Co. OF NEW YORK.
Trustce.

The accompunying letter from Mr. G. Barbauson, president of the board of
directors, is summurized by him as follows:

The company, generally known as ARBED, ix, with its affiliated companies,
the lurgest single steel manufacturing concern in Europe, having a combined
annual capacity of 2,880,000 metric tons of plg iron (1 metric ton=1,102 tons
avoirdupois), 2.970.000 metric tons of steel ingots, 2,525.000 metric tons of
finished and semifinished iron and steel products, 3,000,000 metric tons of coal
and 1,500,000 metric tons of coke. Its output, which is distributed through a
\vnr:d-wide selling organization, comprises practically every important steel
product,

The compuny's properties are favorably located in Grand Duchy of Luxem-
hurg in or near the great Lorraine iron-mining district and in the coal regions
of Saur Basin,

ARBED also owns controlling or substantial interests in various companies
in Luxemburg, ¥rance, Belgium. and Germany, producing coal, coke, pig ivon.
steel ingots, and finished and semifinished products.  ‘These compunies assure
ARBED of coal and coke supplies aml of a regulnr and tixed ontlet for a
substantial pavt of its production,

Both ore and coal reserves are sufficient for over 100 years.

PURPOSE OF ISSUE

Proceeds of isstte nre to he used for additions and improvements to properties
of company and fts subsidiaries, which should result in decreased costs nnd
increased earnings. and for additional working capital and general corporate
prposes,

PROVISIONS OF 188UE

The compuny ugrees that so long as any of these honds are outstanding it
will not mortgage. pledge, or create any lHens upon any of its assets, franchises,
or revenues as security for indebtedness. except purchuse money mortgnges,
mortgages existing on property hereafter acquired and temporary oblizations
secured on materials, supplies, or receivables. The company has at present no
indehtedness »ecured on materials, supplies, or receivahles,

FINANCIAL

Except for cutstanding unsecured bonds equivalent at current exchange rate
to about $1.940.029. thix issue constitutes company’s only funded debt, Prop-