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/100,000,000 kr. and that the rise in the crown has throughout rested

..
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upon something far more substantial than foreign borrowing or specula-

tion. Nevertheless, it is probably desirable that a part of the

unfunded commercial indebtedness should be funded as rapidly as

favorable occasions offer.

DE FACTO STABILIZATION

.ior nearly a year, the crown has experienced "de facto"

stabilization about 5% under par. During this time money rates have

been at a moderate level, and the efflux of foreign balances has been

readily supported. Although national debt and taxation have risen

enormously compared with pre-war figures, the national finances now

seem in fair shape.

ELEMENTS OF THE PROBLEM

There remain, however, three serious conditions, about

which little information is available.

1. Local finances do not appear to be in good shape.

Municipalities and other governmental subdivisions increased their

obligations in cheap crowns and must repay in dear crowns. The total

burden of taxation is one of the highest, if not the highest in the

world.

2. A large part (probably over half) of the commercial

banking resources of the country is in a kind of receivership. To

what extent the predicament of the banks is associated with local

finances is uncertain. Naturally, the statistics of the commercial

banks give no clue to the relative proportion of sound, slow, doubt-

ful and worthless assets.

3. There has been only partial internal readjustment

to the appreciation of the crown. The wholesale index for August was 167,
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the cost of living. index about 203 and retail food 175. The volume

of central bank notes and deposits is nearly four times the pre-war

figure. Currency alone, is three times pre-war, and has shown no

decline in recent months. The volume of commercial bank deposits

is little lower than when the crown was half its present value; which

may be partly due to the frozen character of the assets. There has

obviously not been much liquidation in horway, and, in view of the

situation, it is probable that a more severe policy would have been

ruinous. Still, the fact remains that although readjustment may

properly be prolonged and postponed to more favorable times,

uncertainty must persist until readjustment is reasonably complete.

I Statistics offer only limited help in forecasting the Probability

of success or failure. The opinion of a competent and well informed

individual, like the Governor of the Norges Bank, is worth more.

\His opinion should also be sought as to the extent of adjustment

of labor costs to the present value of the crown.

Statistically, few, if any, countries have approached

stabilization with credit and currency so expanded, with the com-

mercial banks so frozen, the local finances so involved, and with a

total tax burden so heavy. The stabilization program should in-

clude plans for handling each of these problems separately and

together.

October, 1927.



Octobr Pl, 1927.

Dear Monty:

In writing you on October 20 a ft,s comments on your views on

the position of foreign balanoes in London, I quite oinittod refe.rtince

to on matL:r which. I think is eso,:ntial to an understanding of the

movement of the sterling rate.

S:e have lead quite a oudd:in enlargement of the amount of foreign

loans placed in this market recently, including such loans as th,

placed by Brazil and oti.ers of like character.

le I earn, as r r< sul t of inquiri:::° among Bose of the bankers,

that a considerable voltam:: of these balances is being transf.,rrLd to

Lowaon, and thin, I feel cur::, has had mucl-: to do 'ith the strength of

sterling.

P1 case consider this a suppl emunt to my L;arl ier I ottiJr and

believe me,

Right lion. Montagu C. Normtn,
C/o Bank of izigl and,
London, 1-- C., rngland.

BS/RAH

Very Di nee, y you re ,



October 27, 1927.

Deur Norm,in:

We here collected, and send you herewith, some of the

clippings relating; to Stsiv.rt's 37roinr.tent. He tells me that

he he sent you none, so this will not be a duplication. It is
a counterpart of e. batch you sent ze.

Sincerely yours,

The fii4;ht Honorable Uontagu C. iionacn,
The Bank of England,
Lon Lion, E. C. 2,
Engl and.



October 27, 1927.

My dear Norman:

I ea grateful to you for thinking of Iv in connection

wit' those wretched erticl,,-s in th- Panker. One of t..1.-rt Z had

seen. the other is ncw, and I ho-k; I can any uubs.:quent issues

which have similar articles by Yr. VW I s. They are most mi al cad-

ing and unfair, and in case you feel that some authoritative and

accurate di-suasion of the matt,..ra which he deals with would be

desirable I should be glad to hay-) an etticle pr,.!parcd.

Of cours-: , I an ronderi ng what, i f any, 1 tin ts.nce the

magazine hes in London and, further, wheth,,r WI/Livia ...ritingeinvite

any attention. here I think trey make littl, imprrseion.

Sincerely yours,

eight Hon. Montagu C. Norrnin,
C/o Bank of i..1-41 and,
London, 1. C. i:ngl and.

138/RAH



Pt.R.SOMAL November 9, 1927.

My dear Monty:

Your letter of October 61 calls for P reply fxZsvitt. teat portion

relating to my winter plans. I still have reservetione for the Biancomtulo

sailing on January 4, ens only some kink-up in Con 8rere aeemi likely to

disturb the plan, but I confeee that is certainly n likelihood and may be

a certainty. It. will be some time in December before I cen t41 cofinitely.

She should reach Gihra lter n' out the eleventh or twelfth. I eent to plan

to stay vetth General Munro, until ',bout the fifteenth of Jr.nuary and then go

directly to Algecirae for poeesibly three weeks. It ie a very eteet and

rather dull piece I au. told and I selected it pertly beceuse of climate

and partly because I felt e could hew., ece e tii e i ts there quite undisturbed

by intrusive repreeentetivee of the preen. you think thet it im7,oseible,

I am me eonteme/atine giving the nerepeper men P little teterent before

sailing, telling them just where 1 em going end why, and telling them fur-

thermore that I em proposing, while r_ broad, to one the repreeentetivee of

the various banks math which we have rech.tione, some et their on offices

and others ehezever 1 mty happen to eteying ehen they are kind enough

tb be willing to visit me. They can then let, on: all of their eteem in

a preliminary way and 1 would hope that you and aoine of the others could

come to Algecirse but probably not all at the mime time, so as to avoid

giving too such the appearance of N conference. From Algeciree I want to

plea to to iztibes and stay a solid month loafing. While there it might

be conveeient for Moreau or Riot, and possibly for Bachmann, to visit

me than at Algeciras. In March I would go to Rome unless indeed Etringher

caste to Antibes, and then, as the weather became more settled I would go
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2. November 9, 1927.

north and endeavor this summer to visit most of the bankers whom I have

not heretofore seen. This is p. anther ambitious progrra and would occupy

mo,Jt of the 6ummer. My last stops would tAB Paris and Lon ton.

This is about tne best I can cenu you DOA end,1 Lope, aatie

your inquiry.

Yours most Nr,

Right Honorale Montagu C. Norman,
Bank of Sngland,
London, 511ani.

KMC



PERSONAL
November 9, 1927.

Mp dear Monty:

The photographs have arrived end there seams

to be no appearance, even the slightest, of mny damage

having been caused. Thank you very much for all the

trouble which you took.

Touru most sincerely,

Ri,ht Honorable Montagu C. Norov)n,

'Bank of Fng) and,

London, England.

KIIC



November 9, 1927.

My dear Monty:

Youre of October 25 has just reached me and,

aftor checking Ile.ddy's addrests I shell see thd.t the

letter is duly forwarded.

I' Mr. Stephen Vivian Smith finds his way to

New York I hope he will present himself at the tenth

floor front.

Sincerely you rs,

Rt. Hon. Montagu C. Norman,
13ank of Ems land,
London, E. C., England.



.ovemL,317 S,, 1927.

My dear Norman:

I am eo grateful to you for your not, of t':ie lett L,.nd for

the clippings covering Senator Glatio'd stat:imeat. matters do

arouse comments abroad to an eAtent that makes it of much value to me

to have the clippings, and I so greatly appreciate your thoughtfulness

in scalding them.

If a e oan reciprocate in any particular matters at ar.y time,

bo ire that we shall do eo.

I should like to have ar indication of the sort of materiel

that you like to have.

Sincerely youre,

Rt. Hon. Montagu C. Norman,
bank England,

London, E. C., England.



PERSONAL November 9, 1927.

My dear Norman:

The encloeed note is not insdired, but is some

indication which I am able quite unofficially to confirm

that negotiations are proceeding, and as soon as I have

word of any progress I shall be glad to advise you.

Sincerely yours,

Rt. Hon. Morqugu C. Norman,
sank of England,
London, E. C., England.



/1,,,t;JJAI `It'Aro

FEDERAL RESERVE BANK

OF NEWYORK

November 9, 1927.

Yki-gEspii RR. :4 f 7:

Dear Norman:

You will be interested to know, in presenting various

recomTendations as to the Revenue Bill to be adopted by our

Congress at its next session, Mr. Mellon, Secretary of the Treasury,

has advocated abolishing the tax now levied upon the income from

bankers acceptances when owned by central banks of issue.
--  _ _ - 

While there is no means of estimating the attitude of

Congress in advance, I happened to be present at the hearing when

the proposal was discussed by the mays and Means Committee of the

House of Representatives, and gathered from the few remarks made

that there was not likely to be serious opposition in the committee.

As soon as there are any more definite developments I

shall be glad to keep you definitely advised.

Sincerely yours,

6:77

Rt. Hon. Montagu C. Norman,
Bank of England,
London, E. C., England.



tor

Novemt.er 10, 1927.

Dear '.!onty.

It is a terrible thing to be growing. old, and a very

good thing at that time to read about the very young. You and

I are stepping along into old age at just about the same pace,

and I em glad to have froe you, Old Friend, a reminder of the

fact that there are compF2lentione, and they come principally from

good friends.

ich sftection to you from your fello.s-patriarch.

Sincerely yours,

Rt. Hon. Vo :tazu C. Normen,
Thorp Lodge,
Camden Hill,
London, England.



November 14, 1927.

Dear Monty:

I have received a copy of the English translation

of Dr. Schacntib bock, "The Stabilieation of the Mark," with

your oard enclosed - which i s just another evidence of your

thoughtfulneez.. Thank you so much. I have not yet II Id an

opportunity to read it, but an looking forwar(1 to doing eo

with the keenest anticipation.

Sinoerely yours,

Rt. Hon. Montagu C. Norman,
Panic of England,
London, E. C., England.



PERSONAL November 15, 1927.

My dear Norman:

Please accent belated thanks for yours of October 28 and for

the intereeting articles by Professor Cassel and Sir Josieh Stamp. I

del Eyed aecnowledging them until I bed read them. I suppose it is

another one of those wearisome cases where they ere both wrong.

Can you give me something of the reaction in England fol-

lowing the publication of Gilbert's noworendum on the German Budget?

I shall try end send you something on the eubject pretty soon.

Very sincerely yours,

Right Fonoreble Montagu C. Norman,
Governor, Bank of England,
London, F,nlsnd.



November 15, 19E7.

PERSONAL

My dear Norman:

I have your letter of November 4 concerning Polish gold reeuire-

mente. As I cabled you on November 1, 1 Peel that, Mlynereki h.e made a

liberal estimate of these recuirements, nevertheless, in all the circum-

stances I would hesitate in the interest of their entire program to Advise

him to do otherwise. chile I was at first a bit surprised at the amount

of bis reeuirements it was due solely to the fact that in estimating the

matter in my own mind I had left out of calculation the liability for

140,000,000 zloty of Treasury notes which the Bank of Poland has as3umed.

This omission wan due primarily to the fact that I had figured that the

Bank 88 a practical matter might build up its gold reserve against this

liability as and when it paid out its own notes in lieu of Treasury notes.

I think, however, that their enstruction ef their reeuirements is not

only coneervatively sound but perhaps technically necessary under the terms

of the program.

As you know, we have already sold the Sank of Poland 110,000,000

of ,;old ae of November 10 and expect to give them another $5,00,000 some

time before the end of this month. How much they may expect to export

from New York I em not certain but I am quite pleased that they have shown

such a cooperative spirit in buying Ruch a large percentage of their re-

quirements here instead of in London as :our cable OWL seemed indicate

was their original purpose.



:tovembcr 18, 1927.

On tilt,: whole I think they have done ei fine job and I c,nnot

but feel encoura4ed over th., way the Bank is handlinc its part of the

program.

3, .1- v,. Jae,

Honorable Monte 0 C. Norvar,
Govcrnor, Bank or 1:t-kjind,
London, England-

:?!iithfuliy ;ours,

BENJ. STRONG,
Governor.



PERSONAL Novembc:r 21, 1927.

My dear Monty:

Your note with the co-,71y of the introduction, shich you have

handed to Ur. Olaf Hamtro and Mr. John Hugh Emith, has duly reached me

and I await their call with much intereet.

Speaking of visitors from your side, I had a brief call from

the Prime Minister's eon, -in-law, Captain Munroe, with very nice nee-

sages from Mr. Baldsir and also I had a couple hours with Peacock,

which Were UE delightful ke always, but he was in New York too short a

time for me to see enough of him to aatiefy se. Most of the time that

McKenna was here I was in tlashintiton but I did not learn that he called

at the batik. One of Lie managers, Jackson, did call however, end I had

a rather nioa chat with him. Itonnet is here and I see his frequently.

Friday night we all attended the dinner of the Academy of Political

Science where both Layton end Jeremiah Smith sp-,de speeches. Layton

lunches with me this seek. These are but a feu of our callers as we

have been extraordinarily sell favored with visitors this summer F,nd

fall.

best regards to you, as alwoys,

Very sincerely yours,

Right Honorable Montagu C. Norwn,
Governor, Bank of England,
London, England.



tiovember ?2, 1927.

My dear Governor Norman:

This note mill be presented to you ty ry friend,

Honor& Lle LOU16 T. McFadden, who le expecting shortly to

visit London, an6 whom you may recall having met in iashington

at the time of one of our visite.

Con,ressman McFadden is Chair% Ein of the Committee on

Prinking and DIrrency in :.,he House of Representatives, as you

doubtless recall, and is much interested in banking and Man-

oi&l problems. be as.-ured that I shall be grateful for any

courtesy you are able to show his.

I b es to remain,

Rt. Hon. Montagu C. Norman,
Pans. o: Engl.nd,
London, E. C., England.

Faithfully yours,



FEDERAL RESERVE BANK

OF NEWYORK

PERSONAL November 28, 1927.

My dear Norman:

I am glad to have your letter of

hovember 1 and the very interesting note pre-

pared for me by Siepmann on the general

situation in Norway last August. It will be

most useful for us in connection with the

information which we are trying to build up

on Norway.

On the whole, I am favorably impress-

ed with the situation there and would think that

they might stabilize legally with real prospects

of success. It seems to me, however, that

there are some weak spots which might well be

watched.

First is the enormous increase in the

debt of the umunicipalitiesT! which has involved

the banks. On this point I observe that the

solution of the problem is to be sought by way of

a liMunicipalities BankIr with Government capital.

Last week a private banking house here offered

en issue of 06,000,000 - 5 bonds, due in 1967,

of the Kingdom of Norway Municipalities Bank.

I hope they have this problem under strict control

and supervision in Norway.
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Second is the debt and tax burden

which appears to be heavy enough to give rise to

serious concern and to place some doubt upon the

permanency of budget equilibrium.

Our correspondence with Mr. Rygg

concerning the establishment of relations between

our banks has now reached the point where I expect

he may shortly open an account with us. If so,

perhaps I may see him some time on my next trip.

Your letter of November 15 has just

come to hand and I observe that for the present

the question of stabilization and central bank

credits has been deferred.

With many thanks to you and Siepmann

for his special memorandum, believe me,

Faithfully yours,

BI NJ. STRONG,
Governor.

The Rt. Hon. Montagu C. Norman,
Governor, Bank of England,
London, England.



.)T

December 1927.

Dear Mr. Governor:

In acknowledging your personal letter of November P2

to Mr. Strong, which arrived after his departure on Saturday,

I sant to send to you h confirmation of the cable which I sent

to you laet night concerning the Creek eettlement, toAJether

with a statement issued by the Secretary of the Treasury yester-

day afternoon, *hied: will give you more of the details of the

proposed agreement. I think it speaks for itself, and consider-

ing the cable thich Niemeyer and Jeremiah Smith forwarded to Yr.

Strong through you, I suppose it is possible that the settlement

at this time may be helpful to the plane of the Greeks to stabilize.

I know that you will keep us posted of any further

developments along that line.

I am, my dear Mr. Governor,

Right Hon. Montagu C. Norman,
Governor, Bank of Fngland,
London, England.

GLH.MM
Dace.

Faithfully yours,



PERSO.NAL (leo A.bor 7, 1927.

icy dear 'dr. Governor:

Lais wall simply acknowledge your personal letter of

Sovember 2I, to !Ir. Strong, concerning your various pl,,ne for

isloseiraa. Feedlces to cay, hie letter, wnich arrived only

today, nt...e not been red by Mr. Strong, en that I assume you

will dieonue it with him in London.

Believe me, my dear Mr. aerf.facr,

Sincerely yours,

fright H014. MOst:..f C. Norsn,
Benk of Fng land,
Londo.1 England.

GVMM



December 31, 1927.

Dear Monty:

My hurried trip and the had weather and ev,:rything did
tire ins bit, and I had h. little upset when I go.-;, back, n:)thing

serious, but the doctor thought I he.d better stay in bed. or rs
few day e. So here I am, until probably neat fueeety. I will. not
atteaipt to rice you now of all the kind thoughts I have and all
the good wishes for the New Year. You certainly have started it
moeL auspiciously, anu I do congratulate you most heart.ly.

"fiords:22).e come of Niemeyer's visit 7_..nd, of couroe, I ea
delighted. It will give him a knowled.re of our &Praire, and es-
pecially :In tioquaintance with our people which art l he of great
advantade to us ',Ind to hi So he will have a -slim weleama and,

I trust, a goou time as well.

My very be to you, Old Dear, and much gratitude for
many things.

Rt. Hon. Montagu C. Norman,
Thorpe Lod; e,
Campcen Fill, le. 8,
London, C., gn,gland.

.4ffectionttely yours,




