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Whether the banking fraternity has taken advantage 

of the stringency to make a profit at the expense of the 
public by exploiting its situation, I have not been able to 
determine from the results of the present investigation. 
It would have to show, however, on the balance sheets of 
the banks unless there were some very dexterous way of 
creating concealed surpluses.

This is at all events a reason for insisting in connection 
with Point VI on a minutely detailed balance sheet in the 
case of the large banks.

It would likewise have been interesting to ascertain 
whether in the case of certain very flourishing lines of 
industry— of course not in these times of stringency, but 
prior to them— capital was forced upon industrial under
takings, perhaps sometimes for the sake of merely tran
sient profits; capital which, when the stringency came, 
was absent to the great detriment of the public.

But few facts, however, of a positive character have been 
elicited in regard to this matter by the present investiga
tion. A member from Silesia has made a pregnant 
remark concerning the subject, albeit he does not believe 
in this kind of activity on the part of the banks. In par
ticular, with reference to the competition among the 
banks, Herr Bernhard dwelt upon the efforts made to 
induce local governments to promote the electrical indus
try, the establishments engaged in which were criticised 
by one of the most prominent men in the banking world 
of Berlin.

The essential cause of the financial stringency is there
fore to be found in the overstraining of the national frame;
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that is to say, domestic conditions have been at the bottom 
of the trouble. But, just as a person who has over
exerted himself can not use his strength to good purpose 
in the struggle against external forces, so our people have 
for the moment been unable to hold their ground against 
the outside world, and this is made manifest by the bal
ance of payments.

The problem as to how gold can be got from abroad is 
closely bound up with the question as to how the credit 
side of our accounts with the world at large can be made 
to mount up.

If this is not so apparent in the case of France, the rea
son is that France has permanent demands upon foreign 
countries to a large amount and is consequently in a posi
tion to offset her obligations, if they happen to be very 
large, to a considerable extent by the interest which the 
outside world has to pay her.

We must, of course, bear in mind that even those coun
tries whose economic position with respect to the world 
at large is unfavorable have managed in some way, in spite 
of this, to draw gold from abroad, although I doubt 
whether their efforts will be permanently successful unless 
they happen to strike every now and then a sudden streak 
of good fortune. A country like Russia can count upon 
such occurrences much more easily than our country, to 
which in the European concert there is no disposition to 
grant anything.

With reference to the matters which I have been dis
cussing I must acknowledge my indebtedness to the
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extremely interesting statements of Herr Fischel, as given 
on page 347.°

In international trade— following Schaer in his “ Elemente 
der Zahlungsbilanz,” Part IV of the “ Volkswirtschaftliche 
Blaetter”— we must consider the most important factor 
in the interchange of commodities to be the exportation 
of manufactured articles.

There is no doubt in my mind that in this matter our 
manufacturers have in a measure pursued a short-sighted 
policy. The domestic demand has in a way been so great 
that the foreign customer has been neglected.

As a young man I traveled with textile goods in Brazil, 
where I had much to do with exchange, and I have a fair 
knowledge of the export business, so that I think I am 
justified in talking more at length about these matters 
because, as far as I can see, there are hardly any repre
sentatives of trade, pure and simple, in this commission.

This is not the first time that we have witnessed a 
period of severe internal strain. But there is a difference 
between the times we are having now and similar ones we 
have had before in that there is something which has" 
prevented us from retaining or quickly recovering the 
foreign market. This is due to the circumstance that the 
German manufacturer is now much more intent than 
formerly— and in this respect the English and French, I 
believe, are still far behind him— on dealing directly with 
the foreign customer and emancipating himself from the 
German middleman in Hamburg, Berlin, and elsewhere.

° Stenographic report of the whole commission, opinions of the experts 
with respect to Points III—V of the question sheet.
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To be sure, this has its advantages. Large concerns 
enjoying a monopoly, like Krupp or Beyer, are obliged, for 
obvious reasons, to carry on their foreign business directly. 
But when a small manufacturer, who has but an incon
siderable product to dispose of, seeks at a time of feeble 
domestic demand to deal directly, say, with South America, 
and then when there is again a stiff demand at home 
allows his foreign customer to be disappointed in the 
matter of delivery or of price (as a result perhaps of a 
combination in the textile industry), and if he should 
afterwards, when times are slack, try to restore his pre
vious relations, he is pretty sure to find that it will not 
work. His customer some time ago imported foreign 
substitutes for the German’s wares by way of Paris or 
London and, above all, Antwerp. Had the manufacturer 
in his original transactions been willing to allow the Ham
burg commission merchant a middleman’s commission, the 
latter would have been obliged to supply a substitute, or 
else he would have managed in some way to hold on to the 
customer, and, unlike the London or Paris commission 
merchant, he would only have been consulting his own 
interests in turning again at the first occasion to the 
German manufacturer.

The fact is that the export commission merchant retains 
his hold on the foreign customer by means of a great 
variety of articles, the manufacturer by means of a single 
one. The former can at times offer him inducements by 
purchasing wares from him for importation, but above all 
he can offer him credit, a pretty sure way of strengthening 
one’s grip upon a customer. The money which is invested
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by Hamburg commission men in Mexico, Guatemala, 
Chile, and elsewhere, not in the way of working capital, 
but (with great reluctance) in the form of fixed capital, 
must amount to a pretty big sum.

The export commission men, as a whole— the exchange 
for our exportable manufactures, if I may use the expres
sion— have not kept pace with the ever-increasing effi
ciency of our manufacturers. If they can offer for sale 
only articles for which there is no special demand, they are 
bound to drop behind as purveyors. Salable wares bring 
unsalable ones in their train. If the former are not in 
evidence, then the export of all those manufactures for 
which there is no vigorous demand will drop away, and 
this is, of course, bound to show in the balance of 
payments.

There is another unfavorable side to the movement to 
get along without the aid of the commission man in its 
relation to the balance of payments. The export com
mission merchant, who has connections in London and 
Paris so close as to be almost equivalent to the command 
of branch offices, can in times of financial stringency draw 
upon foreign credit, whereas the small manufacturer is 
unable to do anything of the sort.

Whether the foreign banks have promoted the tendency 
of our manufacturing industries to deal directly with the 
outside world, I am not in a position to affirm. I am not 
inclined, for my part, to question their services in conec- 
tion with the export business.

The stringency of the money market has, as a matter of 
course, increased the difficulties of the manufacturer who
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caters to the foreign trade. The profit which he derives 
from the rate of exchange, amounting at present to 2.8 
per cent, cuts but a small figure in his business.

I can enumerate various things that hamper our export 
business, such as the commercial treaties; the fact that 
certain combinations, or trusts, have not yet learned how 
to accommodate themselves quickly when times are slack 
to the needs of the export business in their offerings of raw 
material and half-finished products; furthermore, the high 
wages (a great blessing when viewed by themselves), 
together with various social maladjustments; but above 
all, the rapid development of manufacturing industry in 
the countries which were formerly our customers, the un
favorable financial conditions existing in these very 
countries, and the shrewd and inconsiderate policy which 
England has been pursuing at our expense.

It is difficult to form a judgment regarding our export 
business and its prospects from the statistics before us. 
The soundness of our inferences is rendered questionable 
inasmuch as the figures frequently refer to weights, and 
in our method of tabulation the entries under the head 
of imports and exports, respectively, are not made to 
balance.

I have learned much regarding these matters from 
the statements of Kommerzienrat Marwitz (p. 45)0 who, 
among other things, spoke of the great loss that Germany 
had sustained from the fall in the prices of raw materials.

After duly weighing the situation, I believe I am justified 
in expressing the fear that we can only count on a rather 
slender extension of our export business, to the detriment 
of our balance of payments.

a Stenographic report of the whole commission; opinions of the experts with respect 
to Points III-V  of the question sheet.

254

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

But I see I have already taken up too much of your 
time and so I shall refrain from following Schaer any 
further in what he says concerning imports, freight charges 
in international transactions, travel and emigration, and 
the safety valve of the balance of payments.

More importance should, in my opinion, be attached to * 
the matter of investments in foreign corporations, those 
in the United States, for example. If, on account of a 
financial depression, the stocks find no sale in the market, 
we are obliged, just when it is most inconvenient, to carry 
a lot of foreign securities. Our investigation has, how
ever, thrown no light upon this subject.

The taking up of foreign loans facilitates the winning of 
markets for our great manufacturing industries. But in 
this matter our banks should be careful not to overstep 
the limits so as to affect injuriously our balance of pay
ments, even in cases where the policy of the Govern
ment is not altogether in accord with them. The tying 
up of capital in foreign long-term credits is certainly a 
mistake if we are so situated that we may at any time be 
obliged to have recourse to short-term credits abroad.

I desire right at this point to express my dissent from 
the proposition advanced by Doctor Roesicke (p. 424) ° to 
the effect that under an unfavorable balance of trade 
foreign loans should be “ ruled out on principle,’’ although 
I believe we shall do well to consider the suggestion that 
the operations of the credit banks be subjected in some 
measure to the supervision of the Reichsbank, whose con
trol, however, should not be permitted to extend to the 
point of driving German capital to the foreign exchanges.

a Stenographic report o f the whole com m ission; opinions of the experts w ith  respect 
t o  Points I I I - V  of the question s h e e t .
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If the essential postulate of every discount policy, in 
our sense of the term, is the existence of available for
eign credits, then our foreign liabilities, at a time of strin
gency, are apt to become very embarrassing to us in case 
some country should attempt to draw out our gold by 
every means at its command. On this account it is pre
eminently desirable, however welcome the investment of 
foreign capital in Germany may be to us, that these in
vestments should be such that the money can not be 
easily withdrawn.

I do not believe that any substantial change in the 
discount policy of the Reichsbank with reference to the 
outside world, apart from the utilization of a large mass 
of foreign exchange, can be effected.

The raising of the rate of discount, just as has been 
done hitherto, should not be resorted to except in cases 
of necessity, because it makes money dearer for our manu
facturers and other business men.

I am not willing to admit that the regulation of the 
importation of gold has nothing to do with the balance 
of payments. The effect of a rise in the rate of dis
count under an unfavorable balance of payments can 
not possibly be anything but temporary.

It particularly fails to have any effect under such cir
cumstances at a time w hen financial stringency and lack 
of confidence prevail abroad.

The free operation of the discount policy with refer
ence to the outside world is obstructed because the rate 
of discount depends also upon the domestic money 
market. According to Geheimrat Von bumm it is only
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in six cases out of twenty-six that the raising of the rate 
of discount was not dependent upon the domestic situa
tion. The connection between the discount policy and 
the rate of exchange has been very clearly set forth by 
Schaer.

A further difficulty consists in the dependence of the 
discount policy upon the private rate of discount. I 
shall revert to this point presently.

The effect of the rise in the rate of discount is shown 
in the fresh credits which we are accorded abroad.

The causes of an outflow of gold are a temporary 
unfavorable showing in the balance of payments and a 
sudden great demand on the part of the outside world, 
as was the case last with the United States.

The means of checking such an outflow, apart from 
the adjustment of the rate of discount, are— as, among 
others, Herr Loewenherz has suggested— the calling in of 
credits abroad, the issue of treasury bills, and the presen
tation of coupons for payment in foreign countries.

The effect in this direction of a rise in the rate of dis
count is visible in the greater eagerness of foreign coun
tries to draw bills of exchange upon Germany and in the 
fact that bills of exchange drawn on Germany do not 
return abroad.

But even this effect can not be relied upon when there 
is an unfavorable balance of payments, at least not as a 
permanent result, or (assuming such a condition to exist) 
in case of a financial crisis abroad.

In the course of this investigation the subject of the 
difference between the discount rate of the Reichsbank
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and that of the private banks has been discussed. The 
figures adduced with reference to this by Kommerzienrat 
Rinkel I have found very interesting. The difference 
between the official rate and the private rate seems to me 
too great. To the Reichsbank it must be very embar
rassing to be under tutelage in this matter to the extent 
of not being permitted, in case the official rate of discount 
is 4 per cent or over, to discount at a lower rate. The 
reasons for such a provision have been put before us. 
But since the adoption of this provision the status of the 
private banks relatively to the Reichsbank has altered 
very materially. In my opinion we ought to rely upon 
the desire of the Reichsbank, and indeed all the banks of 
issue, to consult the public welfare on every occasion, and 
let them have a free hand in the matter of going below 
the official rate of discount or at least give them the 
benefit of less rigorous requirements.

That the great banks, in the adjustment of their rate 
of discount, have intentionally run counter to the aims 
of the Reichsbank seems to me out of the question. Con
ditions, however, are sometimes more potent than men. 
I can hardly conceive that this great difference between 
the private rate and the Reichsbank rate has not at times 
interfered with the carrying out of the policies of the 
Reichsbank. A too low-priced competitor is always incon
venient, and the Reichsbank and the big private banks 
are, after all, competitors.

If it can be asserted that the discounting by private 
banks is a great benefit to many persons, it is about all 
that can be said. The mass of the people, the so-called 
middle class, derives no benefit, at least no direct benefit
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from it, neither does manufacturing industry, unless in 
very exceptional cases, such as where the biggest concerns 
take advantage of it.

The amount of money which is actually available for 
the purposes of private discount at a time of stringency 
is always very limited. A natural result is that prefer
ence is given to customers whose patronage is especially 
desired, which is as much as to say, to those having the 
largest capital, as well as to large industrial concerns, in 
which the bank has perhaps an interest.

This is, to be sure, a privilege of the banks, but it is 
only the very large ones that can make gains out of this 
private discounting, and if the small banks are obliged 
to pay for their money i per cent higher than the rate of 
discount of the Reichsbank— I have never heard of a 
banker asking only i per cent above the private rate of 
discount in current accounts, although there is nothing 
to prevent his doing it— the result will be that the large 
banks are strengthened and the small ones weakened, which 
is not altogether in the interest of the public, however 
advantageous it may be for us to have a number of great 
banks in order to insure our financial position with respect 
to the world.

What is needed to diminish the difference between the 
official and private discount rates is the carrying out of 
the plan that the Reichsbank has proposed to itself—  
a very desirable consummation— of not allowing prime 
bills to go to the other banks.

Having spoken so much at length, I think I had better 
let some of the other members have the privilege of the 
floor.
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Doctor W a c h e e r . The stress in the money market, 
which began in 1905 and which in 1907, owing to the 
occurrences in the United States, developed into a severe 
financial crisis, leading in England and Germany to the 
abnormally high discount rates of 7 and 7E2 percent, 
respectively, has affected us so seriously that we ought to 
consider whether unhealthy processes have not developed 
in our economic fabric and what measures may be neces
sary, especially with respect to the conduct of the Reichs- 
bank, in order to guard against a recurrence of such 
conditions in the future. Although the strain of the 
money market in the spring of 1908, at the time the 
present investigation was started, had lessened materially 
and we began to indulge in hopes of a return to normal 
conditions, the particular need was impressed upon the 
members of the investigating commission .of inquiring 
into the nature of the symptoms that seemed to point 
especially to an unhealthy development of our economic 
state, with the view of determining what means would be 
likely to restore sound conditions and avert a similar 
situation in the future.

I can not for a moment admit that the present money 
stringency has had as its wanton and unnecessary causes 
the unhealthy development of our industries and the 
consequent excessive demand for credit to meet the 
needs of investment, or the inordinate speculation of banks 
and capitalists in mining or other foreign securities and 
the great loss of capital incident thereto, or even the 
issue of bank notes by the large banks for the purchase 
of foreign securities, especially industrial securities, and,
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in particular, those representing electrical developments 
and transportation interests— operations which just in 
that critical year 1907 occasioned an outflow of gold 
from Germany to foreign countries— and therefore I am 
not prepared to admit that it is incumbent upon the 
lawmaking power to guard against the return of just 
such economic occurrences regarded as prejudicial to the 
public welfare and in particular to have recourse ulti
mately to a change in the organization of the Reichsbank. 
We know that there have been monetary crises within the 
last sixty years over and over again in various countries, 
and it must be recognized that in the case of some of these 
there have been peculiar underlying causes, such, for 
example, as the Suez Canal and the Bontoux affair, in the 
case of France. The fact remains, however, that precisely 
the crisis of the years 1907 and 1908 can not be attributed 
to any particular economic occurrences, but that its causes 
have been bound up with the ordinary and natural 
development of our economic condition.

We must remember that since the year 1901 more espe
cially Germany has had an extraordinary economic devel
opment. Not only has its population been growing at the 
rate of nearly 900,000 annually, but its natural products, 
especially coal and iron, have increased at an enormous rate, 
while at the same time its foreign trade has made immense 
strides, not to speak of the coastwise trade. Between 1901 
and i907the total foreign trade increased from 9,500,000,000 
marks to nearly 15,500,000,000 marks, or more than 60 
per cent, and, what is especially significant, the excess of 
imports over exports almost doubled in that period. In
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1901 the excess of imports amounted to 953,000,000 
marks, in 1907 to 1,728,000,000 marks. It is possible that 
the demand for capital in the case of certain industries 
in the last three years may have had its share in the tension 
of the money market, and there has doubtless been a heavy 
outflow of gold from Germany to foreign countries, and 
especially to the United States in the years 1906 and 1907, 
but this has mainly taken place as a result of the demand 
for raw materials needed in our industries, chief among the 
imports being copper, various ores, cotton, and food 
products, which, as it happened, had greatly advanced in 
price. Of course there must have been some losses in 
speculation, but these can not possibly have occasioned 
any further considerable outflow of gold in the past two 
years. They have been in part due, indeed, to the futile 
attempt to regulate the stock exchange by legislation. 
It would be altogether wrong to charge the great banks 
with having overdone the business of the flotation of for
eign securities to the detriment of our domestic interests or 
with having unduly promoted the investment of domestic 
capital in foreign industrial enterprises because, for one rea
son, these investments were, almost without exception, 
initiated and consummated years ago, and, furthermore—  
apart from the circumstance of their having been probably 
stimulated by the commercial treaties that were harming a 
number of our industries— because they were in a way a 
benefit to German industry by affording better opportu
nities for the export of its products and secured a per
manent revenue from foreign sources, which helped to make 
the balance of payments more favorable to us.
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It has been admitted by the experts, with scarcely an 
exception, that the stringency in the money market is 
not due to any particularly unhealthy activity in any part 
of the industrial field in Germany, and that, as a result 
of the extraordinary development of international trade 
and international financial relations, Germany, in its 
monetary situation, and the Reichsbank, in the matter of 
discount, can not help being affected to some extent by 
the happenings in the money markets of London and New 
York. It would be a mistake, however, to draw any gen
eral conclusions from the exceptional conditions that have 
developed as a result of what took place in the United 
States in 1907. It is interesting to observe that Doctor 
Arendt himself, after reasoning out the matter most 
thoroughly, has asserted in emphatic terms that the pre
carious state of our money market in 1907 was nothing 
more than a transitory phenomenon and that the situa
tion, when the business world had come to accommodate 
itself to it, would soon be once more a normal one, so that 
legislative interference would be altogether superfluous, 
the remedy for the existing abuses being at hand in the 
powers which the Reichsbank was allowed to exercise. 
We must acknowledge that a surprisingly brief time has 
sufficed to establish the soundness of this view, as evinced 
by the actual development and present state of our money 
market.

Our economic activities having thus been restored to 
their normal state and the financial stringency having 
been overcome without any radical changes in the organ
ization or the policy of the Reichsbank, we have a right
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to conclude, with reference to either of these phases of the 
situation, that there is no reason for undertaking any far- 
reaching innovation, and in particular that the Reichs- 
bank, in its existing organization, has stood the test thor
oughly and has shown that even in a time of crisis it is 
fully able to discharge the duties allotted to it.

Having made these preliminary remarks, I shall take 
up question III of the question sheet, regarding the aug
mentation and preservation of the gold supply in the 
country, and more especially in the Reichsbank. But 
first of all I wish to say that I do not consider it necessary 
or helpful to our discussion to repeat here in detail the 
many arguments set forth so thoroughly in the hearings 
of the experts, and that it is my purpose to do no more 
than express my opinion broadly as being favorable to the 
one side or the other, reference being had especially to the 
arguments advanced in the course of this discussion.

Question III deals with the importation of gold from 
foreign countries. In this connection the metal is to be 
considered more especially in its quality of a commodity, 
but also in its capacity as coined money. The question 
is in what way it can be brought to Germany and kept 
there, and specifically in how far the Reichsbank is in a 
position to further its importation and to hinder its speedy 
outflow. I believe that an inflow of gold can, in the nat
ural order of things, depend only upon the total value of 
the commodities which the world is willing to purchase 
from Germany and the amount of money otherwise due 
to her in foreign countries, and for which she can demand 
gold; and it is most likely to take place when the
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balance of trade is itself favorable. Unfortunately, the 
balance of trade, even if the statistics regarding it are 
defective in some important respects and do not give an 
altogether reliable view of it, has in the last twenty 
years been decidedly unfavorable inasmuch as the im
ports of merchandise, as far as the reports have shown, 
have been regularly in excess of the exports. In the last 
few years the excess of imports has averaged between
1,500,000,000 and 1,750,000,000 marks. We must not 
infer from this, however, that Germany is what we should 
call a debtor State, for when we leave the field of exchange 
of commodities and go further into international business 
relations we find that commerce and navigation have 
made the outside world our debtors on account of im
mense services, and that large sums come to Germany in 
the way of interest on capital invested in foreign countries, 
so that, as the exchanges have shown, with the exception 
of the year 1907, the balance of payments has been regu
larly favorable to Germany.

The state of the balance of payments determines practi
cally whether gold is to flow into the country or out of it. 
Now, the Reichsbank can not make the balance of pay
ments very different from what it is. In case of an unfavor
able balance, it would not be able to bring about an importa
tion of gold that would last very long, and all it could do 
would be to cause sums of money to come from abroad 
in the shape of loans by putting up the rate of discount on 
the theory that capital seeks the place where it can expect 
the biggest returns. As, however, this business of loaning 
is bound after a certain time to seek its level, the result
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is that even the most strenuous discount policy can not 
permanently bring gold into the country and keep it there 
in the face of an unfavorable balance of payments. If, 
therefore^ the importation of gold from abroad is ' the 
expression of a sound economic situation, coupled with a 
favorable balance of payments, the Reichsbank has nev
ertheless various means at its command of encouraging 
such importation. I should designate these means as 
either banking (discount policy, foreign exchange busi
ness, gold-premium policy) or mercantile (removal of the 
seigniorage, advances without interest, latitude in fixing 
the price of gold, or, in other words, a variable price of 
gold).

All the experts have agreed that the discount policy 
and the buying of foreign exchange are very effective 
means of attracting gold to the country and, in any case, 
of hindering or obstructing the outflow of gold. But they 
have at the same time warned us against the danger of 
putting on the screws too tight in this matter of the rate 
of discount, as such an operation would entail a heavy 
burden on our whole industrial system. We must re
member, besides, that under certain conditions, when a 
country is badly in need of gold or currency, as was the 
case with the United States in 1907, it is found impossible 
to arrest the outflow of gold by means of the agencies 
afforded by a movable rate of discount. It is likewise 
the general opinion that the Reichsbank should have an 
adequate stock of foreign bills of exchange, but extreme 
caution in the conduct of the foreign-exchange business 
is insisted upon.
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While all sorts of suggestions have been made regarding 
the policy to be pursued with respect to the adjustment 
of the rate of discount and regarding the foreign-exchange 
business, it is universally acknowledged that the Reichs- 
bank has managed its affairs with the requisite skill and 
in the right way, and it would be superfluous for me to go 
into any details, which would be merely repeating what 
the various experts have stated so fully. It will be suf
ficient if I do nothing more than express my concurrence 
with the statements and opinions embodied in the steno
graphic reports and my conviction that the management 
of the Reichsbank has all along been proper in every way, 
so that we may feel confident that the business of dis
count and that of exchange will continue to be carried 
on in the right way and in the interest of the public. 
There is only one thing I have still to say, and that 
is that there has been a diversity of opinion among 
the experts as to the manner in which the foreign exchange 
ought to figure in the bank’s statement. It is agreed 
that the stock of foreign bills should not figure as a sepa
rate item, as this would make it more difficult for the 
bank to exercise its influence in regulating the rate of 
exchange. This view is entirely correct. On the other 
hand, I should not consider it proper to include them in 
the item of gold in the possession of the bank. They 
will have to figure in the accounting in the same way as 
the checks or other short-time drafts bought up by the 
bank, even if in consequence the bank should, on the 
face of it, derive no benefit from its foreign-exchange 
business in the matter of its covering its liabilities. It
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will have to be content to be enabled, in the way open 
to it, to influence the rate of exchange in a manner bene
ficial to the economic interests of Germany.

With respect to the scheme of putting a premium on 
gold, all were agreed that recourse can be had to it 
effectually only in a country in which the state bank is 
not obliged to redeem its bank notes in gold, that it can 
not affect the importation of gold and can at best merely 
render the exportation of gold less easy, and that even 
in the case of France it has but very rarely been adopted, 
and when tried, it has been in such a way that the bank, 
which is not bound to make payment in gold and which 
is in the habit of paying out old and well-worn coins, 
demanded a premium (up to ^  of i per cent) if anyone 
asked for full-weight coins, a privilege which has not been 
exercised since 1891. The imposition of a premium on 
gold ought not to be urged in this country, for as its 
advocates themselves admit, such a measure could not 
lead to any important results. All that should be at
tempted with it is to protect the money market against 
certain illegitimate proceedings of the arbitrage business. 
We have to reckon with the fact, however, that with us 
any premium on gold would be accounted a disagio, and 
would therefore be impossible unless Article IX of the 
monetary regulations were repealed. But such a repeal 
would mean the abolishment of the gold standard, and 
this can not, of course, be considered for a moment.

The importation of gold, considered in the light of a 
trade in commodities, will be determined mainly by the 
price which the commodity will fetch. It is urged with
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reason that the Reichsbank be allowed a somewhat freer 
hand in fixing the price. The propositions respecting the 
making of advances without interest, even for pretty 
long terms in future, and the abolition ol the seigniorage 
amount virtually to enabling the Reichsbank to institute a 
variable valuation of gold. It is not worth my while to 
rehearse the reasons for the recommendation that the 
Reichsbank should in future adjust its valuation of gold 
somewhat more in the interest of the importer, and I will 
merely say that I consider them to the point.

In line with what I have discussed is the suggestion to 
labor for the creation of a gold market in Germany and 
ultimately in Berlin itself. The way to do this would be 
to empower the Reichsbank to make public declaration 
that it is ready, without charging the full amount of the 
seigniorage, to pay somewhat more than 1,392 marks for 
fine gold, so that everyone may know in advance that he 
can dispose of his commodity here at that price. It would 
also greatly promote the end in view to have recourse to 
such measures as will induce the producers of gold to ship 
the metal direct to this country, as, for example, the 
establishment of a gold refinery and the like. There is 
no doubt that it would be of the greatest advantage if we 
could have a gold market here, which, in a regular and 
natural way, would attract to Germany a portion of the 
gold product that now goes almost exclusively to London, 
so as to make it well-nigh impossible to procure the metal 
in any other manner than by way of London. Doctor 
Arendt, too, thinks that we ought to adopt every means 
that will promote the establishment of a regular gold
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mart in Berlin, although he does not appear confident that 
it is practicable. The difficulties in the way of such a 
scheme were thoroughly discussed in the hearings of the 
experts on May 13, 1908. Whether they can be over
come, the imperial authorities, after due inquiry and 
weighing of the facts, can best determine. Meanwhile it 
is intimated to the Reichsbank on every hand that it 
might do well to lose sight to a certain extent of the purely 
mercantile standpoint in its purchases of gold, and not to 
be afraid to make an occasional sacrifice in order to 
increase its stock of gold as much as possible and to 
create the conditions which would enable it to secure for 
the Empire a stable and not too high rate of discount. 
The Reichsbank is in a position to do this now without 
any change in the law if, pursuant to Article XII, section 
3, of the coinage regulations, the seigniorage, hitherto 
limited to a maximum of seven marks per pound, were 
reduced by the Imperial Chancellor to a nominal rate.

That the Reichsbank is in reality in a position to draw 
gold to itself without any change in the law under the 
present conditions has been made apparent by the evi
dence furnished in the past few weeks concerning the stock 
of gold in the Reichsbank. The discussions of the experts 
have likewise shown that the Reichsbank has at the same 
time been catering in a most obliging manner to the needs 
of the industries that make use of gold. I insisted at the 
time that it would be of great advantage if the Reichsbank, 
without incurring too great a sacrifice, would accommodate 
our manufacturing industry in this way. At the same 
time, however, I stated my position to be that I could by
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no means admit that it is the duty of the Reichsbank to 
look after the supply of gold for our industries, inasmuch 
as the acceptance of such a proposition would entail 
very serious consequences with respect to the duty of the 
Reichsbank in various other directions. I will say, how
ever, that I should under no circumstances advocate such 
a measure as the one suggested by the first speaker, which 
would have the direct effect of making it more difficult 
for our gold industries to obtain their supplies of the 
metal. We are all aware that the gold industry, which 
has been using nearly one hundred millions of gold, unfor
tunately to some extent in the shape of coin, has been 
extremely profitable, especially in the case of Pforzheim 
and the neighboring places, which are engaged in this 
industry. And, in particular, I want to remind you of 
what Herr Dietz, if I am not mistaken, was telling us 
about the refining business, to the effect that a large part 
of the gold that is produced in Russia and which is not 
used there for coinage purposes comes to our refineries, 
which refine it and then let it go back to Russia. This is 
such an important branch of industry, one which is of 
so much benefit to our whole industrial system, that I 
can not at all agree with those who are so positively 
bent on making it difficult for our industries to obtain 
their supplies of gold, even if they are driven to melt 
down gold coins. When you get to the last word, what is 
coin but a material for this industry? I can not conceive 
what reason there can be for throwing obstacles in the 
way of a manufacturing industry that is seeking to obtain 
its supply of raw material. It may, indeed, be a matter
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of regret that industry is taking coined gold for its pur
poses, but the moment that gold leaves the mint the 
Reichsbank, in my opinion, ceases altogether to have any 
control over it. It would be a perilous thing, in my 
opinion, to make any laws regarding the use of our coins, 
apart from the fact that it would hardly be possible to 
regulate the operation of such laws or, indeed, to enforce 
them at all.

The outflow of gold, as a rule, is determined by the 
state of the balance of payments. The movement of gold 
is not brought about in an arbitrary manner by operations 
in money changing, but it is the result of the conditions 
shown in the balance of payments and of the state of the 
international gold market. A resort to artificial means, 
therefore, as a general thing, can do but little toward 
counteracting such an outflow. The putting up of the 
rate of discount will, it is true, have the effect of prevent
ing gold that is drawing a high rate of interest from 
leaving the country, and the Reichsbank, if it has a large 
stock of foreign bills of exchange, can, by negotiating 
them, likewise diminish the outflow of gold. But neither 
of these means is anything more than a subordinate one, 
and they can not arrest the natural movement of gold, 
conditioned by the state of the international gold market 
and the balance of payments. They are capable merely 
of affecting it temporarily.

As regards the gold-premium policy, such premium being 
defined by Tandesberger and Ilelfferich as a “ variable 
compensation which the Bank of France exacts for redeem
ing its obligations in gold coins or bars instead of in
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current silver, which is the same thing as granting its 
credits in gold,” such a proposition, as I have said 
before, can not be adopted without a previous change in 
the monetary regulations, and tending, as it would, to 
abolish the gold standard, ought not to be entertained 
for a moment in a country carrying on a large foreign 
trade.

This is all I have to say with reference to question III.
The C h a i r m a n . I think it will be of interest to you, 

gentlemen, and valuable for the purposes of this discus
sion, if I supplement the information which I have sub
mitted to you with some statistical figures embodying 
the later returns of the gold and exchange transactions 
of the Reichsbank in the present year. The directors 
of the Reichsbank, as you have already learned in the 
course of these debates, are convinced that it is of the 
utmost importance to the whole commercial and indus
trial system of Germany, as well as to our monetary 
standard and banking institutions, that the stock of 
gold in the Reichsbank be increased and our supply of 
gold be kept, if possible, permanently at a considerably 
higher level in order that we may be able to face such 
extremely trying and abnormal times as we have just 
had without having to fear for the security of our bank
note circulation. But we are not able, as Doctor Stroll 
has pointed out, to conjure up gold bars and foreign 
acceptances from the ground. All we can do is to make 
the best of the situation. And this, gentlemen, we ought 
to do with consistency and circumspection. I do not 
believe that gold has invariably to be paid in gold. It
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is only the net debit of our balance of payments that 
has to be settled in actual gold, there being no other 
way of effecting such settlement. I am thoroughly 
convinced— and this applies especially to a time when 
there is a favorable international balance, such as we 
shall apparently have this year— that gold is nothing 
different from any other commodity, say coffee, cot
ton, or copper [Exactly so!], which we are not obliged 
to pay for in gold pure and simple, but for which we can 
settle in paper, as the first instrument at hand. The 
Reichsbank will have to avail itself of this period of a 
favorable balance of payments and the conditions result
ing therefrom— and it will have to do this in the future 
as well as now— to increase its gold supply, to lay aside a 
gold reserve, and to supplement its discounting activities 
by energetic exchange operations.

I wish to submit to you the following returns for the 
current year:

The gold importations into Germany up to date amount 
in round numbers to 291,000,000 marks, and the gold 
exports to 37,000,000 marks, the excess of imports being 
therefore 254,000,000 marks. Of the imports the Reichs
bank bought up 283,000,000 marks, and of the exports
3,000,000 marks was supplied by the bank, so that the 
Reichsbank had an excess of 280,000,000 marks— a sum 
larger than the excess of gold importations— flow into its 
treasury. The stock of foreign bills of exchange amounts 
at present to 126,000,000 marks. To this must be added 
the sums growing out of foreign bills, which we have

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

allowed to stand to our credit abroad, amounting to some
what more than 50,000,000 marks, so that the sum of the 
foreign bills and the foreign credits amounts at present to
176,000,000 marks. If we add this to the 280,000,000 
marks of actual gold, we shall have as the total of what the 
bank has laid aside in gold and reserves convertible into 
gold the sum of 456,000,000 marks. The sum of the for
eign bills and credits amounts at the present time to 19 
per cent of the total of the domestic bills.

Freiherr v o n  G a m p -M a s s a u n e n . Director Stroll was 
right in saying that there is no sense in constantly speaking 
with reference to France and setting up France as a model, 
as the situation there is altogether different from our own. 
I would go still further and say that there is no use in 
always referring to the status and workings of the Bank of 
England as something that should serve as a pattern to us. 
Everyone will admit that in that country also conditions 
are essentially different from what they are with us. It 
was shown in the course of the discussions of the experts 
that England and Germany— I mean to say the Bank of 
England and the Reichsbank— are alone in the habit of 
freely furnishing supplies of gold to the outside world. A 
few of the experts and some of the members of this com
mission were inclined to doubt this. There were one or 
two small countries which were credited with sending 
abroad every now and then gold to the amount of a couple 
of million marks. All in all, however, it is true that it is 
only these two banks that freely supply gold to foreign 
countries. Now, the position of the English bank with 
respect to England is very different from that of the Ger-

275

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



man bank with respect to Germany. In the first place, 
the Reichsbank is obliged to minister to a very large extent 
to the permanent needs of the Imperial Government, and 
thus has to devote a great part of its resources to meeting 
the demands of the Government in the matter of credit. 
I am not expressing any opinion as to whether this is as 
it should be or not. All I wish to say is that the Reichs
bank is compelled to come to the aid of the Imperial 
Government in case of necessity, and no one will deny 
that in consequence the ability of the bank to serve the 
needs of the country is very much curtailed.

There are two factors, besides, that combine to render 
the position of our Reichsbank unfavorable in comparison 
with the English bank. The Bank of England in times of 
need has always the Bank of France at its disposal. 
France has repeatedly placed many millions at the dispo
sition of England when money was scarce there. Would 
the Reichsbank be anxious to turn to France and ask for 
financial aid? I hardly think it would.

Then you must remember, gentlemen— and this I 
regard as the most important factor— England is at all 
times able, even when the quantity in the bank is at a 
minimum, to obtain its supply of gold, be it at a financial 
sacrifice, from all the countries of the globe, as England 
is a large holder of the securities of every Government. If 
England should be hard up to-day and should send, say,
50,000,000 in Prussian consols to Berlin, the 50,000,000 
would have to be paid down in gold on the spot, and the 
gold would immediately be on its way to England. If 
England should offer to sell in France or in Russia the
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securities of those countries which she has in her possession, 
the gold would have to be delivered up without further 
ado. We are not situated thus. Germany is only on a 
small scale the holder of foreign government securities 
that are readily convertible into cash. We are not the 
possessors of large amounts of British consols or of French 
rentes, and simply for the reason that we are not satisfied 
with the interest afforded by these securities. As a 
matter of fact, in the past few years, as far as my obser
vations go, the holdings of foreign securities in Germany 
have diminished considerably. Germany was formerly 
in the habit of investing her superfluous capital, if I may so 
express it, on a safe second mortgage; that is to say, she 
preferred to buy up the securities of countries, which, 
while their credit was not quite up to the level of that of 
Germany, were regarded on the whole as absolutely safe 
in the matter of their obligations. I include among 
these securities Austrian, Hungarian, and Italian rentes, 
Russian and Roumanian securities, and the like. Some 
of our experts have stated that Germany, partly as a 
result of the financial depression of 1907, has got rid of its 
stock of these foreign obligations, which in the meanwhile 
had advanced to the position of first-class securities. In 
place of them we have got hold of a flood of American 
securities. I am very sorry for this, and I personally 
believe that the banks which have had a hand in this have 
not done any particular service to the national welfare or 
the German Empire. We have thereby placed ourselves 
in a position of absolute dependence upon the American 
market, which was formerly not the case. Among these
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securities there may possibly be some fairly safe ones, but 
who can tell, gentlemen, whether these first and second 
mortgage bonds of any sort of a railroad offer even a 
moderate degree of security? The newspapers in the 
United States are loud in their warnings. It is asserted 
in well-informed circles that a thousand million dollars 
will hardly suffice to develop the American railway system 
and bring it up to a state of efficiency. As a result of the 
introduction of these American securities, we find our
selves to-day in a very uncomfortable position. When 
securities of any kind are admitted to our exchange the 
amounts are to be accurately specified, a regulation which 
is enforced in the case of all domestic securities. In the 
case of mortgage debentures (Pfandbriefe) , indeed, this 
regulation has been repealed in the new exchange code, 
but previous to the institution of this code whenever the 
district loan associations (.Landschaften) proceeded to a 
fresh issue of mortgage debentures, amounting to, say,
100,000,000 marks, then the operations in these obliga
tions were to be confined to just 100,000,000 marks. But 
if American securities happened to be sent over at this 
moment to the amount of $20,000,000 or $30,000,000, it is 
not only these $20,000,000 or $30,000,000— as I am told 
by a member of the Berlin exchange— that obtain the 
privilege of entering into stock exchange transactions in 
this country, but securities of the same kind to the amount 
of $400,000,000 or $500,000,000, or even $600,000,000, 
are admitted to this privilege and can at any moment 
be thrown upon the market. This makes an immense 
difference in the situation.
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When Director Stroll asserted that the improvement 

of the balance of payments was merely a matter of inter
national labor, he overlooked the effect produced by the 
influx of foreign securities. This destroys the logic of the 
proposition, which otherwise would be a sound one, that 
it is through productive labor alone that the balance of 
trade and the balance of payments can be altered. But 
if foreign securities to the amount of one or two hundred 
millions land in the country, then our balance of pay
ments is at once affected unfavorably. Our foreign 
indebtedness is increased by one hundred or two hundred 
millions, and this sum has to be paid abroad in gold.

As for Herr Wachler’s declaration that he does not 
consider it wrong, but, on the contrary, thinks it is right, 
that our large banking houses should not stand aloof in the 
matter of foreign securities— asserting that this is a duty 
which they owe to the German Bourse, to the position of 
Germany as a world power, and the like, and arguing, fur
thermore, that these securities often represent issues made 
in the past— I must say that his view, as a whole, does not 
appeal, to me. I owe thanks to the president of the 
Reichsbank for having, at my suggestion, placed before us 
a table giving the statistics of the securities placed upon 
the German market in the years 1900-1907. I find that 
in the year 1905— that is to say, at a time when we were 
on the eve of a serious financial crisis and when cautious 
and far-seeing financiers foresaw that such a crisis was 
impending and would be an acute one— foreign securities 
amounting to no less a sum than 1,108,000,000 marks were 
brought to the German market. I am sure that this mass
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of securities had an important share in rendering the 
balance of payments unfavorable to us not only in 1905, 
but also in the succeeding years, for the obligations 
thus incurred had to be liquidated by payments made in 
foreign countries in that year and the years following. 
If this had not necessarily to be done in every case by 
means of gold payments, the fact still remains that in 
those years our balance of payments was unfavorably 
affected to the extent of more than 1,100,000,000 marks, 
for the reason that we had suddenly become debtors to 
the outside world to that amount. Furthermore, in 1906 
foreign securities came to Germany to the amount of
220,000,000 marks, and in 1907, 152,000,000 marks more 
was added. Such figures ought to make us think and 
bring up the question— a question I have elsewhere pro
pounded— of the desirability of enabling some civil author
ity in the Empire to deal with the banks in a time of 
serious financial stringency and to make them understand 
that on such occasions regard must first be had for the 
domestic needs of the country. If the banks at such 
times do not deem it necessary in the interest of the public 
to lay up reserves, then there is nothing left, I regret to 
say, but to compel them to do so. I am of opinion that 
the question ought to be considered whether some civil 
authority— I am thinking, first of all, of the Reichsbank, 
although I am sure the Reichsbank would not relish such 
a mandate, as it is anxious to be always on good terms 
with the great banks— should not be intrusted with the 
power to intervene in this matter for the benefit of the 
public.
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Doctor R ie s s e r . And suppose the Reischbank were to 
say “ Y e s” ?

Freiherr V on G am p-Ma ssa u n e n . In that case it would 
assume a responsibility, and if the Reichsbank says “ Yes ” 
over and over again, and the course of events should not 
justify its position, then, I take it, the Imperial Chancellor 
will have to draw his own inferences. [Laughter and ap
plause.]

I can tell you, Herr Mommsen, there is not a person 
who has so little faith in the Reichsbank. Between 1905 
and 1907 the president of the Reichsbank would probably 
have said “ No;” and the present head of the Reichsbank 
would have said “ No. ”

Gentlemen, the question has frequently been discussed, 
and it is an important one: How large is the quantity of 
gold actually in the possession of Germany? Some of the 
members, those who rather dislike to hear an unfavorable 
opinion expressed regarding the affairs of Germany, have 
made a computation something like this: Altogether 
there have been coined in Germany so and so many 20- 
mark and 10-mark pieces; so and so much gold has been 
imported according to the statistics; so and so much has 
been exported; consequently Germany must have in the 
neighborhood of 4,400,000,000 marks in gold. Director 
Stroll has called our attention to an important point, one 
which I was myself anxious to see discussed (I made a 
motion to that effect), and that is, the melting down of 
our gold coins for the purposes of our manufacturing 
industry. There are two other factors that have to be 
discounted in calculating our stock of gold. In the first
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place, we must estimate the amount, not given in the sta
tistics, that is carried out of the country by travelers and 
tourists, and secondly, the amount (a much larger one) 
which goes abroad in the pockets of our foreign laborers. 
Assuming that each of the 300,000 laborers from foreign 
countries takes with him on an average the sum of 100 
marks every year, we shall have the sum of 30,000,000 
marks which in this way slips out of the country annually, 
unnoticed in the statistical tables. It is evident, therefore, 
that we have got to go about this calculation of our gold 
supply more conscientiously. Are we to go on forever 
groping about and trying to hide the truth from ourselves? 
Some of our experts have been going about it in such a 
way as to make one fancy that they rather preferred not 
to have an actual count for fear of an unfavorable result. 
Herr Arendt expressed this apprehension quite boldly. 
He declared that we had better not have a census unless 
we were prepared for an outcome that would throw us all 
into consternation. I think, gentlemen, that we might 
as well face the truth. There is no use in our going on 
persuading ourselves that we have got 4,400,000,000 
marks in gold. Director Stroll has let us know that this 
does not tally at all with the estimate to which he has been 
led by the facts revealed in the inquiry.

Director Stroll. Only as regards the use of gold in 
industry.

Freiherr V on G am p-Ma ssa u n e n . I suppose, then, that 
you had already taken into account the sums carried off 
by laborers.

(Interruption by Director Stroll.)
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Well, these are matters of opinion. I am of the opinion 
that there is not a pfennig in the way of a credit item to 
offset this debit representing the export of gold through the 
agency of foreign laborers, because we are not sending out 
any laborers to earn money for us abroad. Moreover, out 
of the hundreds of thousands who have emigrated in the 
course of the past decades, no more than a few thousand 
have returned in recent years. The number likewise of 
those who have come back to Germany on account of the
Russian troubles is very small. I believe that the East

%
Prussian Colonization Bank has succeeded in colonizing 
just a few hundred in East Prussia. Of course, no one 
will pretend that the return of Germans to their fatherland 
can result in an importation of gold that will begin to offset 
the outflow of which I have been speaking. I am of 
opinion, therefore, that the vague estimate of many mil
lions a year on account of emigrants and foreign laborers 
is altogether inadequate.

Now, I wish to ask you, gentlemen, Does a census of the 
gold in Germany really present such insuperable obstacles? 
To begin with, statistics might be had of the gold in private 
banks, in the hands of bankers, and in the treasuries of the 
various public institutions, loan associations, etc.

Director Stroll. That is the very thing that is being 
done.

Freiherr V on G am p-Ma ssa u n e n . I can assure our es
teemed director that it is not being done, or else it is done 
in a desultory way, not simultaneously with all the various 
funds, the postal treasuries, revenue funds, etc. But I 
say again, What is to prevent a regular census of the gold
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supply being taken in a perfectly businesslike manner? 
Of course, in the event of such a census, a few venerable 
housewives will be found who have perhaps a couple of 
20-mark pieces safely stowed away in an old stocking and 
who will not rush straightway to the census taker with the 
information. But I perceive that Herr Fischel has started 
taking a census already [laughter], and I shall be but too 
glad to let him peep into my purse. There isn’t one of us, 
I am sure, who is afraid to make correct returns to the 
census taker. I am under the impression— and I believe 
this is a pretty common notion— that the Reichsbank 
itself is not particularly anxious to have a census taken, 
and that the banking world in general is not very eager 
for one, by reason of the dread of having the naked truth 
sprung upon them.

I have still a few words to say regarding the consump
tion of gold in the manufacturing industries. Director 
Stroll was kind enough, indeed, to restrict the sense of the 
expression “ Moloch of Industry,” but he would keep the 
meaning intact in relation to the manufacture of gold 
articles. He is even willing to go so far as to impose legal 
penalties upon anyone who dares to do away with a gold 
coin in order to gratify his personal interests. In that case 
I should be one of those subject to the penalty, for my ring 
is composed of bits of gold, to which a personal interest in 
regard to our family attaches. I regard the use of gold in 
manufacturing industries as something to which we have 
no right to object as long as the Reichsbank declines to 
come to their assistance by supplying them with the ingots 
for which they have all along been asking. It certainly
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amounts to squandering the national labor to go on coining 
20-mark pieces just to see them disappear in the melting 
pots of our manufacturers, to whom it would be a great 
advantage if they could procure gold bars having a lesser 
value. Manufacturers make use of the gold coins prima
rily because they are guaranteed absolute security as to 
weight and standard of purity. That can not be prevented, 
say what you will, by any police regulation, as it is done to 
meet a legitimate need; for how are the small goldsmiths 
and others like them to get the gold they need otherwise 
than by procuring such ingots from the Reichsbank? 
Moreover, the manufacturers undoubtedly only take coins 
that are full weight, rejecting all those that are at all worn, 
and from this standpoint also the Reischbank should have 
every incentive to meet the wants of industry.

As to the foreign-exchange business, I have nothing 
special to say concerning it.

I should like to say a few words, however, regarding the 
so-called “ gold-premium policy” of the Bank of France. 
Taking the testimony of the experts, I am justified in say
ing that such a premium on gold has no economic signifi
cance whatever, and for this reason it is not to be recom
mended. It only results in making the exporters of gold 
take the full-weight coins from circulation, and this in my 
opinion is substituting a greater evil for a lesser one. It 
would really be better if the Bank of France were to sup
ply gold to those who intend to export it for legitimate 
purposes for a small consideration. The status of the 
Bank of France with respect to this matter is different from 
that of the Reichsbank, inasmuch as it is not obliged to 
make payments in gold.
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I thoroughly agree with Director Stroll in his assertion 
that the putting up of the rate of discount is justifiable 
only as a temporary measure and can operate only as such. 
But I believe that we should draw broader inferences from 
this obvious fact than Herr Stroll has drawn. The con
clusion that ought to be drawn is that the raising of the 
rate of discount is to be resorted to only under exceptional 
circumstances, and that the Reichsbank is in duty bound 
to lay in such a stock of gold in ordinary times as will 
enable it to meet a sudden demand without any consider
able increase in the rate of discount. A number of the 
experts have told us that the successive raisings of the 
rate of discount in 1907 had, as a general thing, no practical 
effect whatever upon the outflow of gold, but were only a 
burden to our industry. The United States wanted
500,000,000 marks and had to have them. It took them 
from Germany and from England, and as soon as the needs 
of the United States were satisfied the exportation of gold 
ceased.

Now, gentlemen, no one is going to dispute that the 
gambler can afford to pay a somewhat higher rate of inter
est than the solid business man. While it is of no conse
quence to the speculator whether he pays 5, 6, 7, or 8 per 
cent, an official rate of discount of 7 per cent, such as we 
have had, to which the private banker claps on another 
2 per cent, is most detrimental to our national industry.

It appears to me, then, that the Reichsbank ought to be 
compelled to make it its policy more than it has hitherto 
done— I always regard the critical year 1907 as marking 
the end of the old ways and methods and exclude from my
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criticism the year 1908, which marks the transition of the 
Reichsbank to new ones— to lay up a large stock of gold 
at all times, and especially when the financial market is 
undisturbed, such a supply as will be proportioned to the 
development of business and the demands made upon the 
institution. It will not do for the Reichsbank to be con
stantly calling in evidence the years following 1872 or 
1873 and pretending to look upon the present need for
1,400,000,000 marks as an illegitimate demand for credit 
which has to be kept down by some sort of forceful 
restraint. These 1,400,000,000 or 1,500,000,000 marks 
represent a legitimate demand for credit on the part of 
our industry and commerce, which it is the duty of the 
Reichsbank to find the means of satisfying.

The suggestions of Herr Fischel impress me as being 
excellent. In my opinion the creation of a gold market 
in Berlin is perhaps the most important matter to be con
sidered, and I trust the problem will be solved in a satisfac
tory way through the discussions of the commission. 
The Reichsbank ought to be buying up the gold at those 
times when not everyone is anxious to have it. The 
abolition of the seigniorage would undoubtedly have 
the effect of drawing gold hither. In regard to the ques
tion put by our president to the experts as to whether it 
might not be sufficient if the Reichsbank were authorized 
to pay 1,395 marks for gold, I am of opinion that this 
would work well with a financier not connected wfith the 
imperial exchequer at the head of the bank, and I think 
the experiment ought to be made. If it should turn out 
impracticable to get much gold in this way, I should not

287

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N  at  i o n  a l  M  o n e t  a r y  C o m m i s s i o n

hesitate to impose upon the Reichsbank the obligation to 
buy up all the gold that is offered at 1,395 marks.

In this connection the suggestion has been made of es
tablishing a gold refinery. If it is actually our purpose to 
have a gold market, and one that has life in it, we are 
bound to provide some agency through which the value 
of the gold that is brought to it is officially determined. 
For, as the experts have informed us, gold does not come 
in such a condition that its purity can be at once ascer
tained. It has got to go to the refinery. If the business 
of buying and selling gold is left entirely to the private 
refiners, we may be quite sure that they are not going to 
buy up the gold unless there is more or less profit in it, 
while what we are intent upon is to have the purchasing 
of gold done in such a way that the purchaser shall not 
make much by it. I do not say that it is absolutely nec
essary that we should have an imperial refinery, but there 
ought to be at least some connection between the Reichs
bank and this gold refinery— the refinery to ascertain the 
fineness of the gold that is offered for sale and the 
Reichsbank to be compelled, or at least authorized, to pay 
the current price of 1,395 marks.

Regarding the putting up of the rate of discount, I do 
not propose to enter into a discussion of the matter. I 
should merely like to remind you, with reference to the 
remark of Director Stroll to the effect that it would do no 
harm if such a thing happened as the withdrawal of a 
couple of hundred millions, that on the 30th of November, 
1907, we were not so very far removed from the zero 
point. The Reichsbank had at that date in its vaults only
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470,000,000 marks, and if a few hundred millions more 
had been carried out of the country, we should have wit
nessed a financial collapse in the Reichsbank and in all 
Germany. [“ That was an exceptional case!”]

Of course, such things are exceptional. But we must 
recollect that we are living at this particular time and that 
we have consequently to deal with precisely such excep
tions. If it had not been for these exceptions, we might 
as well have saved the expense of this bank inquiry. 
Such exceptions can recur at any moment, inasmuch as 
the importation of large quantities of foreign securities 
may suddenly render an increased exportation of gold 
necessary. I should moreover like to call your attention 
to the fact that in the year 1907 we had to make heavy 
payments abroad on account of our purchases of raw 
material, the prices of which had been artificially driven 
up to extraordinary figures by the trusts and other com
binations in the United States. We were forced to pay 
from 20 to 40 per cent more for copper than it was worth 
and for cotton still more, and we have to reckon on the 
possibility that what occurred in 1907 may occur again 
in 1909, so that our manufacturers may be obliged to spend 
hundreds of millions more for their raw products. And 
then the Reichsbank, if it takes no precautions, will find 
itself in the same situation as in 1907. The fact is that 
conditions have changed entirely. Those times are gone 
when the Reichsbank had to consider merely the effects 
produced by the interchange of commodities and ran no 
danger of being shaken to its foundations by inordinate 
needs of foreign countries.
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The raising of the rate of discount has the effect of 
inducing the patrons of the bank to curtail their deposits. 
When the rate is 3 per cent the deposits are left with the 
bank. When it is 7 per cent the deposits are allowed 
to remain only as far as absolute necessity dictates, or, in 
other words, they are cut down to a minimum.

In 1901, when the official rate of discount averaged 4.1 
per cent, the deposits amounted to 595,743,000 marks, 
while in 1907, when the average rate was 6.3 per cent, they 
amounted to no more than 577,938,000 marks, notwith
standing the fact that in these six years the business of 
the bank increased by many hundred millions.

The information which we have gathered from the 
experts relative to the development of the private discount 
business has been quite a revelation to me. Herr Gontard 
is in favor of repealing the regulation which prohibits the 
Reichsbank from discounting bills below the official rate 
when that rate is 4 per cent or over. On the other hand, 
he called attention to the fact, and justly so, that the dis
counting at private rates benefited only the large commer
cial and industrial concerns. I do not agree with him in 
the notion that it would be well to do away with this 
restriction. If the conditions with respect to money and 
credit at home and abroad are such as to compel the 
Reichsbank to have recourse to such a high rate of dis
count, then we ought not, and indeed we have no right, 
to enable and empower the bank to dispense the gold to 
the large dealers and manufacturers at a private and 
lower rate of discount. Indeed, the Reichsbank itself 
can not help taking this view of the matter. I myself
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recollect the oft-repeated complaints of the Reichsbank—  
whether they were justified or not, I am unable to decide—  
to the effect that the Seehandlung was encroaching upon 
its sphere in offering money at a lower rate of interest. 
It was on this account that the regulation was enacted 
compelling the banks which operate under the charters of 
the individual States of the Empire to conform to the 
official rate of discount of the Reichsbank. But would 
not the result be the same if the private banker were to 
offer money at a lower rate? Of course it would. If at 
the time when the Reichsbank is obliged to put up the 
rate of discount in order to check the export of gold, the 
large banking houses are placing many millions at the 
service of the exporter at a lower rate, who can fail to see 
that the effect would be the same as in the other case?

It is interesting to compare the records of the various 
exchanges with reference to the difference between the 
official and the private rate of discount. In the year 1907 0 
the private bank discount was lower than the official rate 
by less than y  per cent in London on one thousand and 
eight days, in Paris on one thousand and sixty-two days, 
in Berlin on two hundred and twenty-three days; there 
was a difference in London of between 1 and 1 y2 per cent 
on sixty days, in Paris on one hundred and twenty-three 
days, in Berlin on four hundred and eleven days; there was 
at no time a difference of between 1 y2 and 2 per cent in 
London, while in Paris the figure was between these 
limits on ninety-seven days and in Berlin on one hun-

aThe figures here named have reference not to one year but to one 
thousand five hundred and twelve days. The speaker made the requisite 
correction at the next day’s session.— Translator.
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dred and forty-eight days; and there was at no time a 
difference of over 2 per cent in London or Paris, while in 
Berlin the rate exceeded this on nineteen days. I think 
this whole question ought to be taken up in a later stage 
of our discussion, especially with reference to the desir
ability of instituting some sort of official supervision over 
the posting of private discount rates. If it is considered 
necessary to exercise supervision over the quotations of 
prices in the case of every kind of commodity in order to 
guard against the possibility of mistakes— or something 
else— then we ought by all means to subject a matter so 
important in its influence upon business as the fixing of 
the private rate of discount to some sort of public 
supervision.

We shall have to consider whether a situation in which 
there is a difference of to 2 per cent between the 
official and the private rate of discount is not untenable 
and whether it is not possible to apply a remedy in the 
form of some official agency for keeping the public 
informed. One or two of the experts have protested 
against the notion that the banks through their low rate 
of discount have interfered with the discount policy of 
the Reichsbank, while others have emphatically con
firmed it. For my part, I have no doubt that if in a time 
of great stringency the great banks go on offering large 
sums of money at a considerably lower rate of discount 
the Reichsbank will be seriously affected in the conduct 
of its discount business.

I will crave your indulgence, gentlemen, for a few 
words regarding the origin of the recent crisis. Our
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experts have maintained over and over again that the 
crisis of 1906 and 1907 was mainly due to the extraordi
nary development of our industries. I have not been 
willing to admit the truth of this, and I want to remind 
you once more that in the year 1907 68 of the larger 
stock companies alone had bank balances to the amount 
of 160,000,000 marks. This is an enormous sum, you 
must acknowledge. But suppose our industry was respon
sible for the crisis, would you consider it fair to make this 
a matter of reproach? Is there anything in it to cause 
concern? Have we not been told, on the contrary, that 
we must expand our industries if we wish to secure the 
means that will enable us to maintain a favorable bal
ance of payments ? It ought to be the duty of the Reichs- 
bank, therefore, to adopt such measures as are calculated 
to promote the development of our industries. Industry 
has a right to demand this, not only in its own interest, 
but because its activities are bound up with the general 
interest of the public and because the balance of pay
ments and the balance of trade would be still more unfavor
able with respect to us if it were to follow the counsels of 
those who urge contraction. The restriction of the out
put of our industries affects our foreign trade above every
thing else, there being least profit in this branch of our 
commerce. If the Reichsbank complains that industry 
is robbing it of its money, then, I say, the Reichsbank 
must make it its business to have enough money on hand 
for the ordinary needs of industry.

This is about all I have to say. I think I have touched 
upon the main points, and I hope to have an opportunity
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later on of discussing some of them further. I am 
extremely anxious, however, that we in this assembly 
should come to some conclusion. I do not believe that 
it is going to be of much help to those who will ultimately 
have to pass on these questions that these twenty-three 
experts have simply delivered twenty-three monologues. 
I am sure this would not suit our president. We have got 
to reach an agreement regarding specific questions. The 
correct solution is usually between the two extremes, as 
Director Stroll has remarked. Our discussions will have 
a greater value if we cease to treat the subject from a 
merely theoretical standpoint and make an honest effort 
to get something solid out of these discussions and to come 
to an agreement with our opponents in regard to certain 
measures. I am under the impression that the valuable 
suggestions of Herr Fischel in particular will meet with 
general assent, and if we can reach an agreement in 
regard to this and other questions I should consider it of 
the greatest advantage to our whole economic situation.

Geheimer Oberregierungsrat Muller. Gentlemen, we 
have heard several speakers discuss the question of the 
consumption of gold in the industrial arts. I shall only 
say in regard to this that measures have already been 
taken to meet the wishes of the bank commission as well 
as of the experts whom we have heard. That which 
was requested is now being done. The Government had 
the requisite forms prepared some weeks ago, to be sent 
to those engaged in the industries in question, through 
which we ought to ascertain how much gold coin—  
specifically how much domestic and how much foreign

N  a t  io n a l M  o n e t  a r y  C o m m i s s i o n
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coin— and what quantity of fine gold is melted down or 
dissolved or used in any other way in the individual 
manufacturing concerns. The forms are to be placed in 
the hands of the proper parties through the agency of 
the chambers of commerce. Not only the manufacturing 
concerns using the precious metals wholly or in part 
are to receive these forms, but also dentists, opticians, 
and others; in short, all those engaged in repair work into 
which gold enters. The papers have been sent out over 
the greater part of the German Empire and part of them 
have already been returned to the department of the 
interior. Among the questions is one asking for a state
ment of the kind of alloy best adapted to the specific 
manufacture. This question in particular was suggested 
by the Reichsbank in order to obtain the necessary data 
for the preparation of the various kinds of ingots and 
other small bars in which gold can be supplied to the 
consumers in the respective industries. I trust it will be 
possible to tabulate the results before the close of the 
year. But this hope can only be realized if the manu
facturers send in their replies as early as possible.

Doctor R ie sse r . Gentlemen, in regard to the first ques
tion, whether the inflow of gold from abroad can be 
effectually promoted by certain methods in the adjust
ment of the rate of discount or in the foreign exchange 
operations, or by making advances of money without 
interest, or by any other means, I have come to the 
following conclusion:

I shall first take up the subject of the means afforded 
by the adjustment of the rate of discount.
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I think it is necessary in the first place to make it 
clear— especially for the benefit of those who imagine 
that the conditions in question have originated through 
some arbitrary process and can be altered by arbitrary 
means— that a large and steady inflow of gold into our 
country is an inevitable consequence of the growth of our 
population, taken in conjunction with the habit, which 
has been systematically fostered by our legislation since 
1870, of carrying on business with hard cash. Until we 
have learned to overcome this habit by the extension of 
the methods for doing away with payments in coin— that 
is, the use of checks and drafts, and the clearing-house 
system— a thing that is going to take a long time, perhaps 
whole generations— there is bound to be a constant im
portation of gold. With an annual increase in the popu
lation of about 900,000 souls, and on the assumption that 
the present stock of gold in Germany amounts to about
4.000. 000.000 marks— I refer to the estimate furnished 
by the United States Treasury, whose figures, as far as 
Germany is concerned, are based on German estimates—  
it would be within the truth to say that an importation 
of gold to the amount of something like 60,000,000 marks 
annually would be rendered necessary. But owing to the 
rise in the price of commodities, the enhanced cost of liv
ing, and higher wages (and not in any considerable meas
ure on account of the sums sent home by foreign la
borers) another 40,000,000 marks or so will have to be 
added to the 60,000,000 marks, raising the sum to about
100.000. 000 marks. But then comes another 100,000,000 
marks, which, as we have gathered from the bank in-
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quiry, is the amount, approximately speaking, annually 
consumed in the various industries into which gold 
enters. We have therefore to reckon under ordinary 
circumstances on the necessary importation of at least
200,000,000 marks of gold, and at a time of increasing 
business prosperity the amount will be greatly swelled, 
inasmuch as the increased numbers and higher wages of 
laborers, the extension of manufacturing plants, and the 
larger volume of business transactions have the effect of 
putting more gold into circulation.

Apropos of the consumption of gold in the industrial 
arts, I must remind you that one of the facts brought 
out at the hearing of the experts— and their statements 
left no doubt on this point— is the utter worthlessness 
of our statistics concerning the movement of the precious 
metals. As to the contention that this consumption of 
gold in the industrial arts, in so far as it involves the melt
ing down of our gold coin, has absolutely to be checked—  
and that by means of legal penalties, if practicable— I 
must say that I do not regard such stern prohibition as 
justified by the circumstances, and still less do I believe 
that it can be enforced, for nothing is easier than, when it 
comes to getting gold from the Reichsbank (an operation 
which need not be executed directly, but may be done as 
well indirectly), to be silent regarding the use for which 
the gold is intended or else to state it falsely or in dis
guised terms. I am utterly opposed to the forcible pre
vention by legal penalties of operations whose economic 
necessity and usefulness may be urged on solid grounds.
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So long as we have a favorable balance of payments, 
which, under ordinary circumstances, is reflected, as we 
should expect, in a low rate of exchange, this demand for 
gold will be met, under normal conditions, spontaneously 
without‘any action in the matter of the rate of discount. 
When the rate of exchange sinks below the gold point 
the importation of gold, as a rule, becomes a profitable 
business, and as long as we can reckon on the present 
annual output of about 1,600,000,000 marks such impor
tation under these circumstances will, as a general thing, 
go on automatically. All efforts to prevent gold perma
nently from coming to us when the balance of payments 
was in our favor would be in vain unless means were 
found of increasing our liabilities with respect to foreign 
countries. t

Now, in the past few years, as far, at least, as our 
methods of investigation— and I say this emphatically—  
have afforded us correct and adequate returns, we have 
been witnessing an almost uninterruptedly aggravated 
state of our balance of payments, or, in other words, a 
period of a high rate of exchange, without our being able, 
from the results of these investigations, either to main
tain positively or to deny that we have reached the point 
where it can be said that the balance of payments is 
actually against us. The former conclusion would, 
however, appear to be fairly warranted by the fact that 
short-time bills on London have been quoted during the 
past two years on an average at 20.47, and in the period 
1903-1907 at 20.45, and short-time bills drawn on Paris 
in the latter period at 81.20.
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The tendency of our balance of trade to become adverse 
to us can not fail to affect our balance of payments. 
This unfavorable tendency is the natural result of the 
extremely high rate of increase in our population (for 
whom food and occupation had to be provided in the 
first place by agriculture and after that by our manufactur
ing industry), as the large shortage in agricultural prod
ucts had to be made good, and the needs of our manufac
turers in the way of foreign raw materials supplied, by 
importations proportioned to the accelerated rate of 
increase of the population. I am not called upon at this 
moment to express an opinion regarding the actual extent 
to which our balance of trade is against us, whether it should 
be estimated at about 2,000,000,000 or only 1,000,000,000 
marks or perhaps no more than 800,000,000 marks. But 
this much is certain, that from our unfavorable balance 
of trade— the process dates back to 1899— has resulted the 
constantly aggravated state of our balance of payments 
within the last few years to which I have referred, as we 
have not succeeded in offsetting the excess of debit items 
in our balance of trade by the increase in our exports or 
other means of augmenting the liabilities of the outside 
world toward us or by the calling in of loans made to 
foreign countries and the like. This has been partly due 
to the fact that in the meanwhile the prices of the neces
saries of life and raw materials that had to be imported 
from abroad have advanced greatly, and partly to the 
circumstance that we have had to import more or less of 
some of the commodities, especially coal, that we usually 
export to foreign countries. We were moreover under the
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necessity, in order to promote effectively the exportation 
of the products of our manufacturing industry, upon which 
our economic welfare so largely depends, of establishing 
banks in foreign countries and of embarking in foreign 
enterprises. Besides this, in order to secure a firm foot
ing abroad, as well as for other reasons, economic and 
political (see my book Zur Entwickelungsgeschichte der 
deutschen Grossbanken, 2d edition, pp. 125-126 and pp. 
129-131), we were obliged to grant long credits to foreign 
countries, partly in the way of participation in foreign 
undertakings and partly through investments in foreign 
securities, which had necessarily the effect of rendering the 
balance of payments more unfavorable to us, in so far at 
least as the figures on the debit side representing such 
investments were not offset by the credit amounts 
representing the interest or dividends earned.

At this point I should like to say a few words with refer
ence to what Freiherr Von Gamp has just said in re
gard to our foreign holdings. He appears to have been 
quite wrought up by the fact of our having in 1905 made 
investments in foreign securities to the amount of
1.218.000. 000 marks, a proceeding which he described 
as very unpatriotic, something against which it was high 
time to take the most drastic measures, whether by means 
of legal regulations or a supervision exercised by the 
Reichsbank. Now, I should like to remind him that in these
1.218.000. 000 marks there is a big item representing obli
gations of the Russian Government; that is to say, the very 
securities whose disappearance from the first place in the 
list he deplored at the beginning of his speech. It is pre
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cisely the amount of these obligations that makes the col
umn of foreign securities in 1905 bulk so large, while, ac
cording to the statistical tables submitted to us to-day 
the grand total for 1906 dropped to 195,000,000 marks 
and that for 1907 down to 142,000,000 marks. But sup
pose the case had been different, suppose the total for 1907, 
instead of only 142,000,000 marks, had been 1,218,000,000 
marks, as in 1905, still Geheimrat Von Gamp ought not 
to lose sight of the fact that such a showing was alto
gether the result of previous engagements and that we 
have got to live up to these engagements, even if we have 
to meet them at a time when it is not convenient for us as 
a nation or for our banks— I say emphatically, our 
banks— to do so. No one will seriously contend that we 
ought to renounce our engagements toward Russia or 
break off our relations with foreign countries at the very 
time when they need our assistance. What would be
come of our standing as a nation, a standing which may 
be regarded as equivalent to so and so much capital, of our 
whole financial and political reputation? As long as we 
Germans are not willing to return to the old standpoint, 
one which reflects the ancient mercantile system, and 
do not intend to cut ourselves off from the outside world, 
as long as we believe in bracing up our foreign connections 
for the sake of such of our industries as seek a foreign 
market— industries and exports essential to our very 
existence— and as long as we feel that our political standing 
and credit with foreign nations absolutely require that 
we make loans like those in question, just so long shall we 
have to keep clear of all legal enactments and supervisory 
regulations in regard to this matter.
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The idea of a supervisory control has been brought for
ward with reference to another matter, that of private dis
count, in order to guard against what in parliamentary 
parlance are called errors, but in the language of common 
sense falsifications. In the case of dealings in futures in 
the grain market, in which at one time it was also sus
pected that falsifications occasionally occurred, quotations 
have for some time past been under the supervision of 
agricultural experts. During all this time I have not 
heard of a single case of falsification of the figures, not to 
speak of such falsifications in a large number of cases. 
It will turn out precisely in the same way with the super
vision of private discount. Any system of supervision, 
however, regarding the necessity or the timeliness of the 
placing of foreign loans by the Reichsbank would be alto
gether impracticable. The head of a nationally consti
tuted authority or, say, of the Reichsbank would thank 
you for the pleasure of having to adjudge whether or not 
the moment is opportune for the taking up of a foreign 
loan. For a positive answer would mean the floating of a 
royal Prussian or, as the case may be, an imperial German 
foreign loan. It will be said that the loan has been placed 
upon the market with the unreserved sanction of the 
imperial chancellor or the president of the Reichsbank, 
and the public in Germany is much more influenced by 
such considerations than is the case in France, where some
thing of this sort obtains. If the loan is rejected, it will 
inevitably result in much ill-feeling on the part of the 
country affected and no little friction, and, in addition, in 
case engagements had been previously entered into rela
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tive to the placing of the loan, the breach of contract, 
which would play havoc with our reputation in every 
quarter of the globe, would appear to have been sanctioned 
by the government, which is simply inconceivable. An 
innovation of this kind appears to me absolutely out of 
the question.

I must ask your pardon for having allowed my subject to 
run away with me, but I could not permit the utterances 
of Freiherr von Gamp to go unchallenged.

If as an expression of the fact that our international 
balance of payments is constantly becoming less favorable, 
the rate of exchange, as has been the case these last years, 
is a high one, such as to threaten an outflow of gold, it is 
highly important to know whether it is not possible by a 
vigorous application of the discount screw (to use finan
cial parlance) to cause a steady flow of gold from abroad. 
I am of opinion that practically all that can be achieved 
in such a case by putting up the rate of discount is to 
hinder or obstruct or retard temporarily a further rise in 
the rate of' exchange up to or beyond the upper gold 
point, or, in other words, what we should accomplish would 
be merely to stave off the moment when it pays to export 
gold. Such a measure, therefore, can be regarded only as 
a preventive. Neither do I believe that the putting up of 
the rate of discount in a case like this will have the effect of 
causing an inflow of gold from abroad unless we raise our 
rate far above that prevailing in foreign countries. If this 
were done, provided— and I wish to lay stress upon this—  
the private rate of discount was correspondingly raised 
(which will not be done voluntarily as a permanent thing),
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the outside world will be induced, irrespective of the state 
of the balance of payments, to let us have temporarily the 
use of gold credits in order to get the benefit of a higher 
rate of interest, a proceeding which, inasmuch as those 
credits may be withdrawn at any time, perhaps at a 
critical time when we can least afford it, is not altogether 
free from the danger of evil consequences to us.

The sale of large quantities of foreign bills in order to 
support and supplement such a discount policy will, under 
the conditions in question, merely accomplish a like 
result, that of exerting a certain pressure upon the rate of 
exchange, which has threatened to rise above the upper 
gold point or has already advanced beyond it. Its action 
will likewise be only preventive, tending merely to hinder, 
lessen, or retard the exportation of gold, and even this will 
result only, as Geheimrat von Lumm has pointed out, in 
case the foreign bills are not credit bills but bills drawn 
against merchandise. In regard to the matter of ad
vancing sums without interest, I may say briefly that it is 
possible by this means also to promote temporarily the 
importation of gold to some extent, but this, as a rule, can 
be effected only in case the rate of exchange approaches 
the nether gold point— that is to say, when the balance of 
payments is a favorable one or when the rate of exchange 
is such as will still admit of the importation of gold.

As far as other means are concerned, I should regard 
the creation of a gold market in Berlin, as Herr Fischel 
has urged with such convincing arguments, as the thing 
most needed and best calculated to facilitate, at least, 
the importation of gold, and if under the circumstances
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such an inflow is actually possible to ensure its continuance 
and to render it regular and constant.

I agree with Herr Fischel that to make such a measure 
efficacious (it will in any case be a long time before it can 
be made to show positive results) an essential require
ment— aside from the establishment of a gold refinery or 
the transfer of an existing one to Berlin— is the abolition 
of the seigniorage, because it gives the sellers of gold the 
assurance that they can dispose of it here at any time and 
get for it a price at least up to its full value— that is, 1,395 
marks for a pound of the pure metal— and, furthermore, 
because disengaged gold that is sent out in the hope of 
finding a customer is sent only to places where, as a result 
of a fixed price and one up to the full value, this hope 
amounts to an expectation. I should, however, like to 
ask Herr Fischel whether he considers the removal of the 
seigniorage adequate for the attainment of the object in 
view and altogether practicable at times when gold can 
be obtained more cheaply; that is to say, when the Reichs- 
bank can get it for less than 1,395 marks a pound.

Mr. F isch e l . This is not the case now.
Doctor RiESSER. Even if it is not the case now, it can 

easily happen, and I should like to have some explanation 
regarding it. He will reply, perhaps, that alongside the 
great advantage that would be derived from a gold 
market it will be of little consequence if on such an 
occasion we happen to incur a little loss. But if he uses 
this argument, I must express some apprehension that 
England will try to extinguish the difference in our favor 
in the selling price of gold, due to the removal of the
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seigniorage, by raising her price, even if that should result 
in a loss. I can not say that I am actually afraid of this, 
but it may happen.

I come now to the question of the prevention or reduc
tion of the outflow of gold. While the importation of- 
gold has become a necessary consequence of the increase 
of population, the habit of making ordinary payments in 
hard cash and the use of the metal in the industrial arts 
without regard for the international balance of payments 
is bound to continue, as a general thing, so long as the 
world’s output of gold amounts to about 1,600,000,000 
marks. The exportation of gold can, as a rule, become a 
permanent process only when our balance of payments 
is an adverse one and the rate of exchange rises in conse
quence so that it threatens to advance to the upper 
gold point or has actually risen above it, so as to render 
the exportation of gold profitable. Under these con
ditions the policy adopted in the matter of discount and 
that of foreign exchange— differently from the preceding 
case— would be a very important factor in temporarily 
preventing, reducing, or retarding the outflow of gold, and 
in this case the action would be not merely preventive, 
but restrictive.

If, in the presence of an adverse balance of payments, 
the rate of exchange has risen above the upper gold point, 
or threatens to rise above it, so that an outflow of gold 
has set in, -or is about to begin, then, as a rule— that is, 
in the absence of abnormal conditions, such as we witnessed 
in 1907, when the United States carried away so much 
gold— the putting up of the rate of discount, or its reten-

306

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

tion at a high level, will be capable of temporarily pre
venting, checking, or retarding the further advance in 
the rate of exchange and, along with it, the outflow of gold. 
It must, however, be assumed in this case also that the 
private rate of discount is correspondingly raised or kept 
at a corresponding level, which is indeed to be taken for 
granted, inasmuch as the instances (which, of course, are 
conceivable) in which a merely temporary advance in 
the private rate of discount for specific reasons— as, for 
example, in order to pave the way for or facilitate the 
placing of large loan issues— is artificially brought about 
are extremely rare, and under the conditions which we have 
here assumed to exist, which in particular would render 
the flotation of securities impossible, they could hardly 
occur at all. If the taking away of so much gold by the 
United States in 1907 was actually effected in the face of 
a very high rate of discount, I am sure that the explana
tion is to be found in the fact that Germany owed the 
United States large sums on account of breadstuffs, copper, 
oil, and cotton, which obligations the Americans, willing to 
stand the loss involved in the high rate of discount, pro
ceeded to convert into cash more suddenly and vigor
ously than would have been the case under ordinary cir
cumstances. All the same, this occurrence should serve 
as an intimation to us that we need not stick so closely 
to an old notion which our theorists taught us, one that 
assumed the force of an axiom, since it has been shown 
that under certain conditions a foreign country, if it does 
not mind the loss, however great, occasioned by the rate 
of discount, will go ahead and take our gold from us.
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And now as to the foreign exchange policy. This, in the 
case we have here assumed, can be rendered effective for a 
certain time either as an independent agency or as sup
porting and supplementing the discount policy in a similar 
direction and with the same limitations. For if it is impos
sible with an adverse balance of payments to keep the 
rate of exchange permanently below the gold point, yet, 
as a rule, it will be practicable, when the rate threatens to 
advance to the gold point or has already risen to it, by dis
posing of a sufficient quantity of foreign bills, to prevent, 
check, or retard temporarily the advance of the rate of 
exchange to the gold point or a further advance of the rate. 
If this foreign exchange policy is brought into operation 
exclusively, it may possibly have the effect of temporarily 
preventing, checking, or retarding an advance in the rate 
of discount, while in other cases, or where this expedient 
in itself is ineffective, the foreign exchange policy can not 
fail to play an important role in aiding and supplementing 
the discount policy. I have only to add, therefore, that 
it is very desirable that the Reichsbank, as soon and as 
often as the circumstances permit, should make it a point—  
and a good beginning has already been made— to increase 
its stock of foreign bills, and above all to keep it at an 
adequate level to meet abnormal times, especially times 
of great financial strain or of impending war.

In this connection I have still to make two remarks.
In the first place, under no circumstances should it be 

proposed to give to this stock of foreign bills the capacity 
of a reserve against bank-note circulation.
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Secondly, I should like to say a word apropos of Director 
Stroll’s misgivings regarding the heaping up of English 
bills, which he seems to apprehend may not be honored 
in the event of hostilities, as we have already once had 
occasion to experience. I can not say that this is going 
to give me any concern. As we are among the best cus
tomers of England, there is always in that country a large 
stock of bills on Germany, so that England will be very 
careful not to cause any trouble in connection with Eng
lish bills, as in the event of war nothing would be easier 
than for the German debtors to reciprocate very effectively.

In conclusion, I wish to say something concerning the 
so-called gold premium policy. Although I do not believe 
that in this matter there is going to be any great diversity 
of opinion in this commission, still I think it is necessary, 
owing to the importance of the question and to the in
dubitable fact that this gold premium policy has found able 
advocates both in the press and in public bodies, to pro
pound as briefly as possible the considerations which ap
pear to me to militate against it.

One of the experts who have been in favor of this 
expedient has referred to France as an illustration of its 
operation. We have, however, already been reminded 
more than once that the conditions in that country are 
altogether different from those in ours and that there is 
no sense in making a comparison. I think, however, 
that it will be worth my while to expatiate somewhat on 
the considerations which I have in mind and to sum them 
up as far as possible. France is a creditor state, while 
we are a debtor state. Inasmuch as her exports are
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nearly equal to her imports, she is much less dependent 
upon the outside world than we are. France has for a 
long time had a favorable balance of payments, while in 
our case the balance of payments in the past few years, if 
it has perhaps not been a positively unfavorable one, has 
been getting less and less favorable. However, we have 
had reason for not regarding France’s balance as so 
enviable from every standpoint; for the favorable posi
tion of France in the international balance is accounted 
for, in the first place, by factors that do not apply to our 
situation and which we should not care to see entering 
into it, by the fact, above all, that her population and, 
along with it, her industrial activity have been for a long 
time absolutely stationary, and by the further circum
stance— and I wish to lay special stress upon this feature—  
that the available resources of the nation are far less 
productive than with us, for the reason that in France 
they are converted for the most part into savings-bank 
deposits and rentes, while in Germany they become part 
of the industrial capital, and that in addition the French
man ceases to toil at a much earlier age than the German. 
It will not do to argue in opposition to this, as has been 
done, I believe, by Doctor Arendt, to whose views I have 
always listened with the greatest interest, even when I 
have not been able to agree with him, that the average 
per capita circulation of bills of exchange in France in 
the years 1876-1907 increased much more than in Ger
many, the amount having risen from 106 to 183 marks, 
while the figures were with us 72 and 124, respectively. 
For the rate of industrial development can by no means
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be gathered— witness the extraordinary growth in the 
United States, with a minimum of bills— from the average 
amount per capita in the way of bills of exchange, whereas 
the increase of bank-note circulation, which has been 
much more rapid with us than in France, serves as a 
much better index, because it reflects, above all, as one of 
the experts has pointed out, the demands of newly created 
capital.

The favorable tendency of the balance of payments in 
the case of France is further promoted by her vast hold
ings of foreign securities, as well as by the expenditure of 
the hosts of foreigners, especially in Paris and along the 
Riviera.

As far as the circulating medium in the two countries 
is concerned, the main thing to be observed is that the 
French have long since accustomed themselves to the use 
of bank notes in a larger measure than we Germans, so that 
the gold, which in consequence finds its way in much 
larger quantities to the Bank of France, is not kept in 
circulation with anything like the same pertinacity as in 
this country. According to the estimate that I have 
before me of the United States Treasury— allowance must 
be made for the decidedly unreliable character of the 
figures, but without data of some kind there is no going 
ahead— the stock of gold in France at the beginning of 1907 
amounted to 3,890,000,000 marks, of which 2,189,000,000 
marks was stored up in the vaults of the Bank of France 
and only 1,701,000,000 was in circulation, whereas (ac
cording to the same calculations) in Germany, out of a 
total supply of 4,326,000,000 marks, only 634,000,000
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marks lay in the vaults of the Reichsbank, so that no less 
than 3,692,000,000 marks was retained in circulation. 
Granted, as I myself assume, that these estimates of the 
United States Treasury regarding the stock of gold in the 
two countries are altogether too high, they will neverthe
less represent approximately the ratio of the amount of 
gold in circulation to the amount that has found its way 
to the great central bank of issue in the respective coun
tries, and can therefore serve for the purposes of a com
parison. They show that in this country the gold in 
circulation was four times as much as that in the Reichs
bank, while in France the corresponding ratio was one- 
half [j-fc].

On the other hand, the bank-note circulation in France 
in the year 1907 averaged 4,806,000,000 francs, while the 
average circulation in Germany was only 1,478,000,000 
marks. Furthermore, the Bank of France is not obliged 
to redeem its notes in gold, and, finally, its notes are legal 
tender, which is not the case with us.

If, notwithstanding this, the Bank of France should be 
impelled, or has been impelled, to carry out its gold- 
premium policy in order to keep its stock of gold intact 
for times of crisis or threatening war, that would be no 
reason, from what I have said, considering our different 
economic and financial situation, why we should regard 
such an expedient as warranted and, above all, as one not 
fraught with any serious danger. In view of the condi
tions prevailing in our country we can absolutely not 
afford under any circumstances whatsoever to have any 
doubts arise respecting the stability, security, and per-
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manence of our gold standard. Now, the imposition of a 
premium when gold is taken from the bank wrould have 
the immediate effect of causing our paper money to fall 
below par and of unsettling our currency values. We 
should thereby forfeit the advantage, acquired with so 
much difficulty, of having bills of exchange in marks 
placed on a level with sterling bills in international trade, 
and consequently lose the dearly purchased independence 
of our foreign commerce with respect to British influence 
and mediation

As a matter of fact, it appears from the hearings of the 
experts that in France itself there has practically been no 
longer any talk of a gold-premium policy these last ten 
years or so. The Bank of France in reality is satisfied for 
the most part, in the case of the withdrawal of sums of 
gold regarding whose destination or uses it is in doubt, with 
paying out old, worn, and depreciated coins— something 
which the Bank of England, indeed, and our own Reichs- 
bank would not refrain from doing— and occasionally it 
demands a small consideration from those engaged in the 
arbitrage business who insist on getting new, full-weight

I
 gold coins. It has repeatedly taken large sums from its

stock of gold in order to come to the assistance of other 
central banks of issue, as, for example, when in 1906 and 
again in 1907 it sent £3,000,000 to the Bank of England.

The further objection may be urged against the gold- 
premium policy that it can not, as one of the experts has 
maintained that it does, take the place of an otherwise 
necessary raising of the rate of discount, the fact being 
that the enhancement of the price of gold taken for export
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through the imposition of a premium, even without any 
change in the rate of discount, must necessarily lead to a 
rise in the rate of interest in the country.

I will sum up what I have said by saying that what we 
need above all is an improvement in the balance of pay
ments— the attainment, if practicable, of a permanent 
favorable balance, which in my mind will divest our 
adverse balance of trade of all danger. For I am convinced 
that the more favorable the balance of payments with 
respect to a country, the less mischievous is an unfavorable 
balance of trade. I have expressed this on a former occa
sion in another way, thus: The more favorable a country’s 
balance of payments, the more unconcernedly can it let 
other countries “ work for it,’’ especially in the way of 
supplying it with raw materials and the necessaries of life, 
however much this may tend to render the balance of 
trade an adverse one. But if we can secure or maintain—  
let us hope we shall— a permanent favorable balance, then 
we shall require neither a discount nor a foreign exchange 
nor a gold premium policy. We are glad to be able to 
note already at the conclusion of this inquiry a great im
provement in the condition of the Reichsbank. The gold 
on hand has increased in the course of the year 1908, in 
spite of the lower rate of discount, by about 300,000,000 
marks, or, if we include our foreign bills, by about
450,000,000 marks. But should our balance of payments 
continue to be adverse, as it has been these last years, then, 
in accordance with what I have tried to explain, something 
can be accomplished, for the time being at least, by the 
cautious application within modest bounds of the discount

N  at  i on a l M  on et a r y C o m m i s s i o n

3H

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

and foreign exchange policy, while the adoption of the 
gold premium policy can only do mischief.

Mr. PETER . An improvement in Germany’s balance of 
payments is, in my opinion, the first requisite for a 
strengthening of Germany’s gold supply, and to bring it 
about should be our principal aim.

The chief cause of our unfavorable balance of payments 
is the ever increasing adverseness of our balance of trade. 
Our commerce and manufactures have expanded in the 
last few decades more than they had done before in the 
course of whole centuries. The exportation of our 
products and the German merchant marine attained to 
new proportions. In spite of all this our balance of trade 
continues adverse and is steadily growing more and more 
unfavorable.

If this adverse balance of trade in itself does not neces
sarily betoken an unhealthy condition and if it will not do 
to devote all our energies to finding the ways and means 
by which it can be converted into a favorable balance, 
nevertheless the extraordinary dimensions which the bal
ance against us has attained in the past year is a legitimate 
ground for anxiety.

A sum of 1,700,000,000 marks, or, if we reckon the 
average annual importation of the precious metals, of 
about 2,000,000,000 marks must be called alarmingly big. 
Now, I am of the opinion— and my view has been con
firmed by several of the experts who represent our manu
facturing industries— that our exportations to foreign 
countries would assume considerably larger proportions 
if the foreign customs duties on our manufactured products
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were lower, and I would urge that on the occasion of the 
renewal of any of our various commercial treaties ade
quate regard be had for our German manufacturing indus
try, so that it may be rendered increasingly capable of 
competing with that of the world at large. For, gentlemen, 
no one will deny that the increased cost of procuring gold 
has been an incubus upon our industry. Even if I am 
personally of opinion that the high rate of discount by 
itself does not handicap our trade and industry to such a 
degree as to render them incapable of participating in the 
economic struggle of the nations, still I hold that every 
measure which has for its object the cheapenig of gold 
tends toward the good of our manufacturing industries. 
I consider the new regulations regarding the Bourse a step 
in this direction, for I could not help noticing even in my 
rather narrow circle how, as a result of the prohibition of 
transactions in futures, which was in force until this year, 
spot transactions were greatly stimulated and how the 
necessity of procuring the sums that were needed could 
not fail to have the effect of making money dearer. After 
this preamble I will attempt to answer the individual 
questions.

As a result of the rapid increase in our population, 
amounting to about 900,000 a year, an annual importa
tion of at least 60,000,000 marks in gold is rendered nec
essary; that is to say, such a sum is required to meet the 
additional demand for gold corresponding to the numer
ical increase of the people. To this must be added the 
increased demand occasioned by the rise in the prices of 
commodities, the higher rate of wages, etc., not to speak
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of the needs of the industrial arts into which gold enters, 
concerning the extent of which my countryman, Herr 
Meier, has enlightened us. Now, my opinion is that it is 
the business of the Reichsbank to supply gold to our 
industries [quite correct!], and the best way, I believe, to 
do this is to supply it with gold bars so as to save the 
seigniorage. The scheme of introducing a certain alloy in 
our coin gold which would render its use in the arts diffi
cult appears to me impracticable. I do not believe there 
is anything in this “ denaturing” of gold. As things are 
at present constituted, the matter of gold imports is left 
to the exclusive charge of the Reichsbank, and thus 
the seriousness of the question that is now before us is 
manifest.

To the question “ How may the importation of gold be 
effectually promoted?” my answer is: By continuing the 
discount policy which has at all times been practiced by 
the Reichsbank.

The operation of this discount policy has been a two
fold one. Firstly, when the rate of discount with us is 
higher than it is abroad the inducement of a higher rate 
of interest will lead the outside world to buy up German 
bills, and thus gold will come into the country. Secondly, 
the greater the demand for German bills abroad, the 
higher will be the rate on them, and consequently the 
lower will be the rate on foreign bills in Germany.

There is, however, something else to be taken into con
sideration. The putting up of the rate of discount under 
certain circumstances has a wholesome influence upon 
the inordinate spirit of enterprise that is manifested by
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our trade and industry [quite correct!], and consequently 
a favorable effect upon the balance of payments. The 
Reichsbank has, however, never attempted (and properly 
so) to depress the rate of exchange below the gold point in 
order to induce a natural inflow of gold while artificially 
maintaining the rate of discount at a high level. For if it 
were to do this, we should have reason to fear that the 
outside world, its suspicions having been aroused by the 
circumstance, instead of buying up German bills might 
on the contrary call in its credits in Germany. In spite 
of the high rate of discount, the rate of exchange would 
advance, and the result of such an expedient would be a 
fresh outflow of gold in place of the anticipated inflow.

The rate of interest depends entirely upon the relation 
between the supply of capital and the demand for it. 
Any resort to artificial means in order to influence it—  
such a measure has justly been characterized by one of 
our experts as a dangerous expedient— far from doing 
any good, would only have the effect of increasing our 
indebtedness to foreign countries, and therewith our 
dependence in financial matters upon the outside world, 
and of exposing us to the danger of being compelled at 
any time to repay the sums of gold that had come into 
our possession.

If a sagacious adjustment of the discount policy is to 
be regarded as the most efficacious means at our dis
posal of preserving our stock of gold, a well-regulated 
exchange business ought to be considered a valuable 
adjunct. We have all been greatly interested to learn 
from the statements of Doctor Von Lumm how active
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the Reichsbank has been in developing its exchange 
business, and I believe that the benefit resulting from it 
to the money market will be a permanent one.

In regard to the important question as to how far the 
stock of foreign bills should be accounted part of the 
reserve against circulation, it seems to me that a definite 
sum— 100,000,000 strikes me as about the right amount—  
might be reckoned as cash gold and added on to the 
metallic reserve. I mean to include in this sum only 
bills drawn upon the biggest banking houses. I think 
that in this way the Reichsbank would be in a position 
to expand its foreign exchange business, and I can not 
see how our exchange business in general could be inju
riously affected, as I imagine that the Reichsbank buys 
up these bills right here in the country. The Reichsbank 
would simply be following the custom of the Oesterreich- 
Ungari'sche Bank in making a separate entry of only that 
part of its foreign bills which is reckoned as part of the 
gold reserve, while the remainder would figure under the 
head of bills on hand, on the principle set forth by Geheim- 
rat Von kuinm.

There is no doubt that the importation of gold can be 
stimulated by a liberal application on the part of the 
Reichsbank of the policy of making advances without 
charging interest. This may be readily inferred from the 
effect of what the Reichsbank has already done in the 
way of affording such facilities.

I attach much importance to the suggestions of Herr 
Fischel relative to the building up of a gold market in 
Berlin and the abolition of the seigniorage. There is,
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of course, no means of preventing an outflow of gold, 
which is the natural result of the state of the balance of 
payments. A well-directed discount policy will, how
ever, have the effect of restricting it. It can keep it 
within certain limits, and in this respect the discount 
policy of the Reichsbank has been found to work well. 
I lay special stress on this.

The so-called gold premium policy in my opinion does 
not merit consideration in Germany, inasmuch as it pre
supposes a double standard. We have succeded admir
ably well with our monetary standard. We owe to it 
the great development of our industries, and every attempt 
to tamper with it I should resist with all the ardor of 
conviction. Such proceedings would only inflict irrepar
able injury upon our standing as an industrial nation and 
would oust the imperial mark bill from its position in 
international trade, which it has so happily secured through 
the efforts of our bankers and merchants.

Doctor L e x is . It is not necessary for me, gentlemen, 
to repeat that which has already been said by several of 
the speakers and which was previously stated by a number 
of the experts, to the effect that the outflow and inflow of 
gold depend ultimately altogether upon the balance of 
payments— the balance of payments in the strict sense of 
the term, implying that the balance of trade is not the 
sole determining factor. Let us suppose, for example, 
that our yearly imports of merchandise amount to eight 
billions and our exports to six billions, and that we further 
receive from abroad, say, one and a half billions in the way 
of interest, dividends, and other sums due to us. The

320

—

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

balance of payments then will be adverse to the extent of 
half a billion marks, and if this goes on for a few years our 
whole monetary system will naturally fall to the ground, or, 
in other words, our circulation will have come down to a 
paper basis. Now, even under these circumstances, even 
if the balance of payments were to continue regularly ad
verse in this worst sense, it would still be possible, of 
course, to draw supplies of gold. Even a country whose 
currency is on a paper basis can get gold if it is willing to 
pay the price for it, and it would be practicable, so long 
as we continued to have any credit abroad, in one way or 
another, as, for example, by a higher rate of discount, to 
draw upon the world’s stock of gold under all circum
stances. If the rate of interest is 7 per cent here and 3 per 
cent in other countries, we shall be in a position, I repeat, 
so long as there is such a thing as German credit with for
eign nations, to procure supplies of gold. But in this way, 
to be sure, our indebtedness will only have been further 
increased, and our monetary system will finally be unable 
to withstand such an aggravated situation. Under these 
circumstances we should inevitably come down to a paper 
standard. Now, I believe that the facts of our balance 
of trade do not warrant any positive conclusions in regard 
to the actual state of our balance of payments, for I am 
convinced that the figures are altogether unreliable and 
that our export trade would appear to much better ad
vantage if we had more correct data. Our trade statistics 
are naturally much less trustworthy in the matter of the 
exports than of the imports. In the case of the imports, 
most commodities pay duty and everything is therefore

84713—IQ- 21 321

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N a t i o n a l  M o n e t a r y  C o m m i s s i o n

carefully entered. In the case of the exports, and in 
particular in regard to their value, we have no sufficiently 
trustworthy statistics. I believe, consequently, that our 
balance of trade is more favorable than it appears. And 
as regards foreign liabilities toward us, such as are met by 
dividends, interest payments, etc., I believe the situation 
is more favorable than it was represented to be in our 
previous discussions by one of the experts, who was too 
conservative in his estimate of the amount of our capital 
invested abroad. The fact remains, however, that the 
rate of foreign exchange with us in the last few years has 
not been altogether favorable. But if we were actually 
so overburdened with debt as we should have to infer from 
the commercial statistics and these unfavorable estimates 
of the foreign indebtedness to us that does not figure in the 
balance of trade, then foreign exchange would necessarily 
have been so much against us as to have risen above the 
gold-export point; that is to say, we should already in the 
course of the past year have been gradually brought to the 
stage of a premium on gold. I can not help thinking, there
fore, that our balance of payments on the whole is always 
in a measure in the neutral zone, and that, such being the 
case, it will not be impossible by a resort to some lesser ex
pedients, and in particular to the discount policy, to turn 
the scales to one side if it should become necessary. There 
can be no doubt, then, that a well-adjusted discount policy, 
which indeed would be in line with the best traditions 
of the Reichsbank, would be a very effective means of induc
ing a sufficient inflow of gold into Germany.
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The other means that have been suggested have also 
their value. Of course we need a good stock of foreign 
bills, of gold bills, that may afterwards be enlarged in a 
practical way so as to be capable possibly of turning the 
scales in favor of an inflow of gold. In this respect also 
the Reichsbank has already had recourse to the necessary 
measures and it is perhaps in a position to develop this 
foreign exchange business further. I, for my part, should 
not be opposed to having a definite moderate amount of 
foreign gold bills legally included in the cash reserve of 
the bank— not the whole amount of foreign bills. I say 
not the whole amount, but, just as is the case with the
60,000,000 crowns in Austria, we might reckon 50,000,000 
marks as part of the bank’s stock of gold, a requisite being 
that the bills be drawn on England. I do not, I confess, 
regard the misgivings based on political considerations 
that have been expressed with respect to this matter as 
altogether baseless, but I can not say that I feel any real 
apprehension.

As regards the question, “ How can the importation of 
gold be promoted by the establishment of a regular gold 
market in Germany?” I am likewise altogether in accord 
with the sentiments of Herr Fischel. I believe that it 
would decidedly help the situation if the Reichsbank 
could work along the same lines in this matter as the Bank 
of England. If we assume, to begin with, that the 
seigniorage was abolished, then the present minimum rate 
of 1,392 marks might be retained as the rate at which the 
Reichsbank is compelled to buy all the gold that is
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offered, just as is the case in England with the rate of 
77s. gd. Above this there is free play first of all up to 
77s. ioj£d.; this is the par of gold, the rate at which it is 
coined. Now, the Bank of England, as everyone knows, 
goes even beyond this; occasionally it will go as much as 
i}4d. higher, getting up to 78s., and even a shade above 
that, if I am not mistaken. This would mean in reality a 
sort of premium on gold. This is bound up with the fact, 
however, that in England the gold coins, as compared 
with gold bars, do not retain their full and absolute 
nominal value, so that a certain average deviation is to 
be assumed. And so the Bank of England is ready at 
any time, when it happens to be in need of gold, to buy 
up what is offered even at a price above par. The Reichs- 
bank could do the same thing. It might give a little 
freer play to competition, let us say, with the Bank of 
England if need be, in the matter of attracting bullion. 
Of course, the competition at times would be apt to be a 
pretty keen one, but then the Bank of England is not 
always so terribly anxious about increasing its stock 
of gold. We should therefore have to expect a variable 
price. The Reichsbank would have a free hand to go 
from the minimum price of 1,392 marks to a higher one 
which it thought suitable. It might possibly be con
sidered expedient to go, say, as much as two-tenths per 
cent above the par of 1,395 m order to attract gold. 
When it comes to it, gold is in this respect merely a 
commodity, like any other. Just because it is a ques
tion here of attracting bullion from the Transvaal or 
from Australia and preventing it from going to England,
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inducing it to come direct to Germany, the operation 
would have to be regarded simply as one of goods offered 
for sale and bought. And indeed the price can be put 
up as high as seems compatible with the average wear 
of the gold coin. Beyond this point, to be sure, the 
gold-purchase premium— which is not to be confused 
with the other kind of gold premium— would result in a 
regular premium on gold. Such a thing, of course, would 
have to be averted by every possible means.

It would, perhaps, be feasible, even without the removal 
of the seigniorage, for the Reichsbank to establish a gold 
market of this kind here. It would only be necessary 
to make a provision that the bank’s gold bullion and 
foreign coins be reckoned at 1,395 marks instead of only 
1,392 marks, as is the case at present. I should regard 
such a proceeding as entirely devoid of danger, for the 
Reichsbank has at all times a sufficient supply of gold 
in the form of German coins to meet all demands for the 
redemption of its notes. Over and above this, therefore, 
it could reckon its gold in bullion and foreign coin simply 
at the par value of 1,395 marks. It might consequently 
prove unnecessary to do away with the seigniorage. 
There would be no need at all for the bank to coin. If 
gold were wanted for export, the bullion could be made 
use of at this price of 1,395 marks, which is in reality 
determined by the nature of things. In this way the 
scheme of gold purchases by the Reichsbank at a variable 
price might, perhaps, be rendered feasible, without the 
necessity of abolishing the seigniorage, merely by means 
of the provision that the bullion and foreign coins in the
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bank be reckoned at 1,395 marks, and the mobility and 
availability of Germany’s own gold would not be at all 
endangered, for the bullion would at any time be available 
for the purposes of export. In our country there is in 
general no demand for large amounts of gold coin. Indeed, 
Ricardo’s idea was that bank-note circulation should be 
covered exclusively by bullion, as he believed that bank 
notes would by themselves be amply sufficient for internal 
commerce, and when gold was wanted for foreign pay
ments it would be easy to obtain bullion for these notes 
and send it abroad.

As regards the question of the consumption of gold in the 
industrial arts, it seems to me above all most important 
and expedient that we should become thoroughly posted 
regarding the actual state of things, steps toward which 
end have indeed already been taken through the official 
inquiry that has been instituted. On the other hand, I 
should be altogether opposed to any sort of prohibitive 
regulations such as Director Stroll has suggested. These 
things have been done before; indeed, the practice was 
formerly universal. Every country forbade not only the 
exportation of gold and, in particular, of gold coins, but 
above all the melting down of coin. In England, at the 
beginning of the last century, at the time when the cur
rency was on a paper basis the question was constantly 
asked as to why bullion was so dear, and the regular 
answer was that the trouble was not due to the deprecia
tion of bank notes, but that, bullion being required for 
export, and bullion alone being available for export on 
account of the regulation against the melting down of
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coin, this- was the reason why there was such a high 
premium on gold bars by the side of bank notes. The 
fact was disputed that paper had depreciated by the side 
of coin. It was in regard to this matter that Ricardo wrote 
his famous treatise. So we see that the prohibition of the 
melting down of gold, which figured in these discussions, 
is an ancient affair that has long since been shelved, and I 
hardly think it would be advisable to revive it. Neither 
do I think that there is much to be achieved by it. Every 
year there is so and so much gold imported in the shape of 
bullion and foreign coins, and if part is coined what is left 
is, of course, available for the purposes of industry. Now, 
if we prohibit our industries from melting down gold, they 
will have recourse all the more to the imported bullion, 
and foreign coins. There will then be that much less 
of the metal available for coinage.

In reality, however, the melting down of coin would 
be stopped by the very measure that has been suggested, 
namely, that the Reichsbank shall place at the disposal 
of our industries a suitable and specially adapted ma
terial, perhaps of the requisite fineness for direct use. 
We all know that our gold industries make use of the 
very lowest grades of metal that the market affords; 
14-carat gold (of the fineness of 0.583) passes as the finest. 
In England they use 18-carat gold. That is the ordinary 
fineness there, and in France the regular standard grades 
are about as high. In France a lower grade has, to be 
sure, been introduced for the purposes of export. Now, 
it is mainly because of this cheap and low-grade gold 
that the product of our gold industries has been rendered
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available for export. The 14-carat gold is the fine grade; 
the common gold is the 8 carat— one-third gold and two- 
thirds copper. The latter is especially adapted to the 
South American trade. It is just in the matter of the 
exports that the German gold industry is most pre
eminent. Hence the large quantity of coin gold that is 
melted down, and the salient fact in regard to it is that 
the outside world pays for this consumption of gold. 
But, what is more, the outside world pays for the cost 
of the workmanship. Most gold articles contain mighty 
little pure gold, but for all that they are not cheap, as 
the main cost lies in the workmanship and not in the 
little bit of metal that they are made up of. It would 
therefore be much wiser to encourage this industry 
than to restrict it in any way. In my eyes this large 
consumption of gold in itself is only an indication of 
the favorable state of our industry. And as regards 
the evil of the melting down of coin, we shall have to 
apply some other remedy, and that ought to consist in 
placing at the disposal of our industries an ample sup
ply of gold bars of the kind that they specially need. 
A peculiar thing about this melting down of coin is 
the perplexing statistics to which it is bound to lead. 
We are glad to see such and such a quantity of gold 
coined every year and figure out how large our stock of 
gold must be, and then after a while we discover that 
so and so many millions have disappeared and gone 
into the melting pot.

This inability on our part to rely upon our reckonings 
is a disagreeable thing, and what we ought to do is to
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endeavor to make our statistics more trustworthy so that 
we may have a satisfactory basis for estimating the con
sumption of bullion in our industries.

I think I can say now that I have touched on all the 
questions before us. As for the gold premium policy, 
I have already at a previous stage of this discussion ex
pressed myself fully on the subject. I am convinced that 
it is out of the question as far as Germany is concerned. 
Of course I am speaking here of a premium policy in
tended to hinder the outflow of gold. Another kind of 
premium policy, however, may well be urged, such as 
I have just been advocating, one intended to attract gold 
by means of the offer of a somewhat higher price for 
bullion than is generally got for it.

Mr. Mu lle r  (Fulda). I wish to say, gentlemen, that I 
agree with the view of the speaker to whom you have just 
been listening that the most effective means of promoting 
an inflow of gold is to insure a favorable balance of trade 
and also a favorable balance of payments. You have 
been reminded of the fact that the balance of trade and 
the balance of payments may be of an entirely different 
character. This is absolutely to be taken for granted. 
But if the speaker meant to say that the statistics of our 
export trade are not altogether reliable, I must tell you 
that I am of a contrary opinion. Since the introduction 
of the system of statistical returns it is particularly in 
what relates to exports that the statistical figures have 
been accurate and trustworthy. The statistics of imports, 
which are mainly based upon estimates, are not nearly so
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reliable as those of exports, for which the so-called green 
blanks have to be filled out.

i
(A voice. Valuation!)
In regard to the means at the command of the Reichs- 

bank of promoting the inflow of gold, the first thing to do 
is to make it clear that the Reichsbank, which we are 
inclined to make responsible for all the evils in the land, 
is unable to bring about a favorable balance of payments. 
There are other and quite different factors involved. It 
has means, however— we speak of these as minor ex
pedients— of facilitating the importation of gold. These 
are the three expedients that are set down in the question 
sheet: First of all a suitably adjusted discount policy; 
secondly, a properly developed foreign-exchange business; 
and thirdly, the advancing of sums without interest. 
Now the Reichsbank has for years been resorting at times 
in a very energetic way to these expedients. And it has 
indeed, especially in recent times, achieved positive and 
far-reaching results. We can certainly afford to contem
plate with great satisfaction the present condition of the 
Reichsbank as compared with that in the past two years. 
It is not my purpose to compliment the president of the 
Reichsbank, but I will say that he has since the beginning 
of 1908 brought about such an improvement in the condi
tion of the Reichsbank that it is likely that the whole 
inquiry would not have been instituted had we been a 
year or two ago in the situation in which we are at this 
moment. The average stock of gold has increased in the 
course of the past half-year by 300,000,000 marks, and a
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further improvement is in prospect on account of the 
foreign gold bills that are to be disposed of and the gold 
shipments that are on the way, for which advances have 
been made without interest. I must say that if such a 
substantial improvement has been realized through the 
consistent application of practical measures, we have a 
right to express our gratification at what has taken place 
[manifestations of approval], and I must say, moreover, 
that this whole proceeding that has been instituted for the 
reform of the status of the Reichsbank has no longer any 
particular object [“ quite true!”]; it has been completely 
deprived of its raison d’etre by the force of circumstances, 
and it is but fitting that we convey our full appreciation 
of this to the Reichsbank. [“ Quite true! ”]

It has been able through its effective measures to 
remove the grounds on which the whole agitation rests. 
The measures may have been in part of a rather incisive 
kind, and there were not a few who groaned under them, 
but recovery was impossible without thoroughgoing 
methods. An energetic cure had to be applied, even if 
certain professional and industrial classes were thereby 
greatly incommoded. I believe we have every reason to 
be satisfied with the policy of the Reichsbank, and I con
gratulate it upon what it has accomplished. It will be 
able now, when the question of the renewal of its charter 
comes up and the bill for the purpose is submitted to the 
Reichstag, to point to the results it has achieved and to 
the extent to which its situation has improved in every 
way.
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As a fourth expedient for increasing the gold supply, 
Herr Fischel proposes the creation of a gold market in 
Germany. I believe that this suggestion also merits 
praise and consideration, and even if I personally do not 
perhaps anticipate quite as important results as some of 
the other members, I am decidedly of opinion that such 
a market— it would be the second in Europe— ought 
to be created; all the more so as there is little risk involved 
and because the results will show whether there is any 
great practical value in it and, above all, whether it has 
the effect of inducing a regular and steady accession to 
our gold supply.

In regard to the conditions that have especially affected 
the balance of payments in the last few years, I merely 
wish to dwell upon one point, which has already been 
touched upon in this discussion, and that is, that the 
situation in 1907 was an exceptional one. There was a 
great increase in 1907 in the cost of the raw materials that 
Germany has to get from abroad, and especially of the 
principal raw materials, such as wool and cotton, an in
crease which in these two ai tides alone amounted to over
300,000,000 marks. The enhanced price of our manu
factures resulting from the burden to our industries in
volved in the additional expenditure of about 300,000,000 
marks had the natural effect of making the balance of 
payments and the balance of trade more unfavorable to 
Germany. Since then the situation has again changed. 
Cotton has dropped to its normal price, while wool is but 
slightly above its normal price, and, as a result of this, our 
balance of payments and our balance of trade will make 
a better showing this year than last.
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When we come to the second question (B) respecting 
the causes of an outflow of gold, I believe that we have 
to consider precisely the same reasons and remedies as in 
the matter of promoting an inflow of gold The promo
tion of an inflow and the prevention of an outflow are 
intimately connected; we have to deal with the identical 
causes and remedies; answering question A is equivalent 
to answering question B.

The question has also come up for discussion as to 
whether the French gold premium policy may not be 
worth trying in this country. I do not believe that the 
French gold premium policy is an expedient calculated to 
protect or to increase the stock of gold in the Reichsbank. 
The speakers who have preceded me and who have taken 
up this matter have shown in the most conclusive way 
how different the situation in France is from our own, and 
furthermore how largely this gold-premium policy exists 
merely in the imagination of those who make use of it as 
a weapon of agitation.

The Bank of France exacts only every now and then a 
premium on certain kinds of gold coin. I regard the in
troduction of a gold premium as altogether unadvisable, as 
a means not at all calculated to maintain our gold supply. 
It would only tend to prejudice our financial standing 
in the world at large. It would only create the impression 
that Germany desired to establish an artificial premium 
in order not to have to meet its liabilities toward the 
outside world to the full measure. Any country that 
introduces a premium on gold is bound to lose its credit 
abroad, and German import and export— the trade of
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Germany in general— would suffer evil results from such a 
measure more than sufficient to outweigh all the good it 
could possibly effect. What does no harm perhaps in the 
case of France could under the changed conditions easily 
work great mischief for Germany.

(Bravo!)

Mr. K a em pf . A great deal, gentlemen, of what this 
discussion was intended to call forth has already been said, 
and so, I suppose, I had better be brief. I do not care to 
discuss the general questions that belong to the past, the 
development of our industry and its influence upon the 
position of the Reichsbank. We see that we have got 
back to normal times or that we are about to get back 
to them, and I should be almost ready to conclude that 
it was hardly necessary to have recourse to extraordinary 
measures such as the instituting of this bank commission.

In regard to the questions before us, I agree with those 
who hold that it is only through a favorable balance of 
payments that gold can be permanently made to flow 
into the country and remain there. But the problem of 
the balance of payments is an extremely intricate one and 
hardly admits of a theoretical solution. The balance of 
payments is not like the balance sheet that a bank draws 
up at the end of the year, which shows how much it has 
gained or lost in the course of the year, and which enables 
it to set forth its condition with respect to assets and 
liabilities. The balance of payments of a country keeps 
fluctuating all the time, and there is no way of determin
ing by any fixed principle what it is at any particular 
time, and even if at a particular moment it appears to be
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favorable or the contrary, no indication is afforded of its 
general or continuous state.

The factors entering into the balance of payments have 
been analyzed in detail in the course of this discussion. 
They include the balance of trade, the exchange of com
modities, the investment in foreign securities, the divi
dends derived therefrom, and, in addition, the profits and 
freights accruing from our trade with foreign countries. 
On each and all of these matters the Reichsbank is natu
rally unable to exert any direct influence. The exporta
tion of commodities can be promoted only by a suitable 
commercial policy. The profits derived from foreign 
trade and navigation will be large or small according to 
the nature of the commercial relations which this country 
sustains with other countries and to the extent to 
which the outside world can be induced to avail itself of 
the agencies at our command. Just as little can the 
Reichsbank compel the investment of German capital 
in foreign securities. But it is this very thing that needs 
to be promoted as far as practicable. For the greater 
the extent to which our capital is invested in foreign 
securities the more will the dividends derived from them 
tend to change an adverse balance of payments into a 
favorable one.

While the Reichsbank is not in a position to exert any 
influence with respect to these conditions, still it is enabled 
to level out temporary fluctuations in the balance of pay
ments and to counteract the effect of temporary unfavor
able conditions, and to this end the discount policy and 
the means which the Reichsbank has of facilitating the
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importation of gold are preeminently adapted. I believe 
that the discount policy of the Reichsbank is fully capa
ble of keeping down the fluctuations arising in the devel
opment of the balance of payments. I feel sure that 
even in 1907, when the United States was drawing away 
so much gold from Germany, the putting up of the bank 
rate to seven or seven and one-half per cent contributed 
to relieve the situation. The United States indeed was 
not prevented thereby from getting gold from us, but 
other countries were induced to send us gold. Thus 
French and English capital kept flowing into the country, 
so that in part, at least, the disadvantages resulting 
from the drain imposed upon us by the United States 
were offset. The same thing will take place in the future 
whenever similar conditions present themselves.

If, then, the raising of the discount rate by the Reichs
bank can not altogether be avoided, still I agree with those 
who are of opinion that the bank should refrain as far as 
possible from resorting to it, inasmuch as various industrial 
interests are apt to be thereby injuriously affected. In 
order to avert this necessity, recourse will have to be had 
to other means calculated to counteract the evils resulting 
from the fluctuations in the balance of payments.

Among the means that have been advocated is the for
eign exchange business. I believe in this expedient. If the 
Reichsbank, when foreign bills are comparatively cheap, 
buys up such bills and lays in a stock of them, and when 
there is an active demand for them goes about to dispose 
of the bills, its action will tend to hinder an outflow of 
gold. The bank will then seek to control the exchanges
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in such a way that there shall no longer be any occasion 
for such an outflow.

Another expedient that has been suggested is the mak
ing of advances without interest to cover importations of 
gold. I consider this an efficacious means of facilitating 
and increasing gold imports. Of course these are merely 
temporary expedients, for if the balance of payments on 
the whole remains adverse the gold that is brought into 
Germany in such a way will not stay in Germany.

The suggestion made by Herr Fischel also strikes me 
as a likely expedient for attracting gold temporarily 
into the country in case of emergency. Nay, more, the 
establishment of a gold market may even have the 
effect of making the permanent stock of gold in Germany 
larger than it would otherwise be.

The raising of the purchase price of gold— and the 
removal of the seigniorage is equivalent to it— will nat
urally tend to promote an inflow of gold into Germany. 
And if a gold market should be developed in Germany, 
a stock of gold will be accumulated, which will tend, 
more or less, to become permanent. I am all the more 
in favor of the proposition, inasmuch as the estab
lishment of an international gold mart in Germany is 
the first step toward making Germany, more than she 
has hitherto been, a center of international exchange, 
an international market. I trust that this may have the 
effect of removing the obstacles that still stand in the 
way of the establishment of international relations at the 
German Bourse. I believe, gentlemen, that altogether' 
too little stress is laid upon this matter. If the whole

84713— IQ- 22 3 3 7

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N a t i o n a l  M o n e t a r y  C o m m i s s i o n

world will be ready to transact its business in Berlin, as 
it now does in London, then credit balances from every 
part of the world will accumulate at this very place, 
Berlin, just as they now do in London, and the more 
credit balances from the whole world accumulate at one 
place the cheaper money will be at that place and in 
that country. Up to the present moment, however, 
everything has been done that might tend to prevent our 
Bourse from becoming a center of international financial 
operations. Perhaps when an international gold mar
ket has once for all been established in Germany, 
the understanding will more rapidly gain ground in 
Germany of the beneficial properties of an international 
market in general.

As for the premium policy, it is hardly worth while 
my wasting any words on the subject. You may speak 
of it from whatsoever standpoint you choose, but the 
fact remains that whosoever accepts a premium on the 
gold which he has contracted to pay will be regarded, if 
not as a debtor who seeks to relieve himself from his 
obligations, at least as one who has trickery about him; 
and a debtor who is tricky in his methods will always 
be regarded with a certain amount of mistrust by his 
creditors, and I fear that if we were to introduce a pre
mium on gold we should find ourselves in the position 
of being accounted by the outside world as of doubtful 
credit, which certainly can not be of any advantage as 
regards our whole industrial development.

There is still another matter in regard to which I 
should like to express myself, one which Freiherr von
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Gamp has brought up. He has favored us with a clear 
exposition of the fact, gathered from the printed sta
tistics, that in 1905 an inordinate amount of German 
capital found investment in foreign securities. At the 
same time he explained to us how it is that France has 
such a favorable balance of payments. [“ Quite true.” ]

He tells us that in France there is such a volume of 
foreign securities that the interest, dividend, and amorti
zation payments are sufficient to change an adverse bal
ance of payments into a favorable one. I can not see 
how it is possible to amass such a quantity of foreign secur
ities unless by doing it gradually year by year, buying up 
the securities and keeping them, so as gradually to reach 
the point where the income derived from them mounts up 
to a large sum. I am, therefore, of opinion that we are 
not commiting any mistake whatever in making the 
largest possible investments in foreign securities in order 
that we may get into the same favorable situation into 
which France has been placed by the policy it has pursued.

I have one point that I wish to touch upon— and I trust 
that your Excellency, Mr. President, will not take it 
amiss if I do not altogether share your view— and that is 
the fact mentioned by your Excellency that under certain 
circumstances the gold purchased by us abroad may not 
have to be paid for with gold. Your Excellency pointed 
to the fact that we are buying coffee, copper, and cotton 
without having to pay gold for them. My opinion is that 
the only way we can buy any of these articles, or gold 
itself, from the outside world is by giving gold for them or 
something that represents gold. *
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The Chairm an . But the gold need not be paid out.
Mr. K a em pf . True; but in that case so much the less 

gold comes into the country. For if there is due to me in 
England a sum of £5,000,000 and I am not under the 
necessity of buying with it either coffee or copper or cotton, 
I shall sooner or later have gold come into the country 
on account of these £5,000,000. I think that we ought to 
look upon this whole matter from the standpoint that in 
every case we have to pay wdth labor performed in Ger
many for whatever coffee or copper or cotton, or, if you 
choose, gold, we may wish to import from abroad and 
that this labor performed in Germany, when it is sold 
abroad, represents gold.

But all these matters are of secondary importance. I 
am of opinion that our whole policy should be directed 
toward improving our balance of payments [“ quite true”], 
through increased facilities afforded to importers and the 
raising of our markets to the level of international markets, 
so as to make them capable of realizing commensurate 
profits, and, as far as the Reichsbank is concerned, I believe 
that it can do nothing else than to keep a close watch upon 
the individual phases of the balance of payments as they 
develop, in order, when the occasion requires, to apply the 
measures whose operation we have heard discussed in 
detail— the discount policy, advances without interest, 
the foreign exchange policy, and the gold market. And 
the Reichsbank must absolutely avoid anything that 
might tend to lead to the impression abroad that we 
are not willing to fulfill our obligations as the best of 
debtors do.

N  at  i on a l M  o n e t a r y  C o m m i s s i o n
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Mr. R o e a n d - T u c k e . The necessity under which Ger
many labored in the past year of bearing the burden of an 
unusually high rate of interest is what gave occasion to 
the summons for our assembling here. The cause of this 
abnormal rise in the rate of interest was the convulsion 
produced upon the world’s economic stage, in the midst 
of a terribly overstrained situation, by the Newr York 
panic, as a result of which the United States was obliged 
to procure gold from every possible source regardless of 
the cost. Had Germany herself not been at the time in 
such a state of tension, had she been able to plank down a 
plain sum of two hundred millions in gold, the crisis, as 
far as she was concerned, would not have been a very 
acute one. But the situation happened to be what it was. 
I personally do not consider this temporary strain, about 
which there is such an extraordinary outcry, such an evil 
as Herr von Gamp has depicted it to us. I think we had 
better dispel our illusions and make up our minds to the 
fact that, had there been no such thing as a New York 
panic, we here in Germany, where only a few months 
before there was a general feeling that our industrial ac
tivity had been overleaping all legitimate bounds, would 
have had to undergo a long spell of hard times, or at all 
events that our trials would have been bound to be much 
more protracted than they are were it not that the sudden 
culmination of the financial crisis in itself brought about 
the possibility of a more rapid return of better conditions. 
I believe that, apart from the political clouds that at 
present hover over our economic horizon, we are practi
cally agreed that the indications are already at hand of a
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speedy return to a more favorable economic situation. 
Had we not had the New York panic with its fearful 
warnings and the necessity imposed upon Germany of 
effectually restraining her industrial energies, we should 
probably have had to endure several years of inactivity 
instead of a single year, which would have cost us a great 
deal more money than the present much less prolonged (as 
we hope) state of industrial stagnation has cost us or is 
going to cost us. I am convinced, gentlemen, that no 
science or practical experience can ever transform the 
undulations of industrial activity into a uniform level. 
Yes, if we prefer the quiet of the graveyard we can have 
that permanent level. The undulations are necessary, as 
has been made clear to our satisfaction by several mem
bers of this commission and the experts who have been 
called upon to give their opinion.

We have been summoned by the Reichstag to meet here 
as medical specialists consulting in regard to the condi
tion of a body, which in this case is the economic body. 
The economic body has to be made more elastic, its diges
tion is to be improved, and we are told, “ Take this arm 
and strengthen it.” Wherefore this summons, I can not 
comprehend, unless the author of it first asks, “ How are 
we going to improve the blood of the economic body,” a 
question which is preeminently for the Reichstag to con
sider. I know that I am exposing myself to the charge of 
repetition. I think I have already at a previous session 
of the commission expressed my views regarding the 
cause of the acute stage of our whole economic develop
ment in the last few years.

342

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

I think I can afford to stand this charge, for even 
from our standpoint we can not too often repeat that it 
is, above all, for the Reichstag to see to it that our 
financial policy and our policy in the matter of commer
cial treaties are sounder than they have hitherto been. 
If the Reichstag is not willing to go ahead energetically 
in this direction— it is not the only guilty party, for great 
examples are apt to be the models of many others—  
then we can not expect that our States and our cities 
are going to act differently. The seven-league boots 
that have been buckled to our feet in our whole progress 
for a succession of years have come to be a nuisance. 
Let us not imagine that between now and a few years 
from now we can all of a sudden make provision in every 
direction for our descendants for decades to come. We 
ought to endeavor judiciously to make the cut of our 
cloth conform to our resources and to keep it there, 
and, therefore, I say once more that the fundamental 
trouble that is at the bottom of this whole overstrain 
is that we have been neglecting in our legislative bodies 
and the corporations whose business it is to keep their 
hands on their purse strings— whether high or low in 
the scale is immaterial— to exercise a needed and wise 
economy and to carry on a suitable and businesslike finan
cial and commercial policy. We have, however, not been 
summoned as general practitioners, but as specialists. 
We have, therefore, to grapple with the question: Will 
it ever be possible for the Reichsbank, in its whole organi
zation and development, by shaping its policy in one 
way or another, to attain to a state of greater elasticity 
and influence?
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If, to begin with, I take up the first division of the ques
tion, “ How may the importation of gold be effectually 
promoted? By suitable management,” etc.? I need 
only refer you to the statements of our chairman. It 
has become evident to you that the Reichsbank, even 
in its present shape and form and within the regulations 
that prescribe the range of its activities, possesses in a 
large degree the element of elasticity, so that if Ger
many is at all in the position to import gold the Bank 
is able to provide the facilities for such importation by 
making use of the means that are at its command for 
that purpose. That the Reichsbank can be made by 
any rigid code of regulations to resort to these means 
invariably at the right moment I do not, however, 
believe. All that we have a right to affirm, therefore, 
is that the Reichsbank, organized as it is, is absolutely 
in a position, if it chooses to apply wisely the means at 
its disposal, to perform the functions assigned to it with 
respect to the importation of gold.

Can we, then, by one or other of the means which the 
various speakers have advocated, promote the importa
tion of gold? We ought, of course, to welcome every 
effort directed toward the creation of an international gold 
market in Germany, and, therefore, I am altogether in 
favor of the scheme of Herr Fischel, whose suggestions 
have a practical ring about them. But I wish to give 
fair warning— and we might as well prepare ourselves 
for the eventuality— that if the results are not quick 
we shall more or less have exposed ourselves to the charge 
of having instituted measures that were bound to be 
fruitless. [“ Quite true!”]
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Gentlemen, we have allowed the opportunity of creat
ing an international gold market in Germany to slip by, 
and if we are to be guided by the present political horo
scope it will be a long while before an international gold 
market will come into being in Germany. I am con
vinced that if such measures as that releasing the Reichs- 
bank from the seigniorage and others of the same sort 
should actually come to the knowledge of the world it 
is altogether likely that, in spite of the stiff conserva
tism of the Londoners who represent the city, England 
will very soon find one way or another of depriving 
Germany of the advantage of the start she has got. 
Even if the Bank of England would not be willing, of 
its own accord, to take any such steps, still we must 
take account of the nervousness displayed by large 
classes of the British population, a nervousness which 
will go so far as to make London itself feel that Eng
land can not afford to be deprived by Germany of the 
start which it has in the gold market.

But I am not afraid that if England does this it will 
eventually turn out that all our measures have been in 
vain. I should just let events take their course. If 
between now and three years from now we have not suc
ceeded in doing much for our gold market, still let us hope 
that the time will come when things will look different 
in this world, and just as we are no longer politically the 
focus of— I was going to say— universal mistrust, so nations 
will bring money to us here in Germany, especially if we, 
in the way Herr Kaempf has shown, should otherwise bestir 
ourselves to make of the Berlin Bourse an international 
exchange, which it might long since have been.
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Herr von Gamp has made one or two remarks which I 
should not like to let pass unnoticed. He is not present, 
and as I am not sure that I shall have another opportu
nity of replying to him, I think I had better not neglect 
the present occasion. Herr Kaempf has already told us 
that the question for us to ponder is: How shall we acquire 
interests abroad; how shall we find ways and means, apart 
from the exportation of our industrial products, of making 
this or that foreign country be in debt to us for some
thing, be it gold or the equivalent of gold? All in all, it 
is not from this standpoint alone that it is necessary for 
Germany, if she wishes to remain a great industrial coun
try, with a population commensurate with its industrial 
resources, and to continue to be a powerful state, to 
become the possessor of foreign securities. Unless she does 
this she is bound to sacrifice her commercial influence in 
remote regions. Just take a little survey of the countries 
which offer a field to German industrial activity and decide 
between these two propositions: Shall we Germans con
tent ourselves with simply sending out pur travelers in 
order to sell for money, or shall we invest money in prom
ising undertakings in countries which we deem fit for the 
purpose, in order to be enabled, directly or indirectly, to 
exert an influence upon their import trade, an influence 
essential to the most fruitful development of the indus
trial activity of Germany? But tell me, gentlemen, how 
are we ever to attain to this high pitch of industrial activity 
unless we succeed in exerting a certain influence upon the 
purses of the countries in question? Those articles which 
foreign countries buy from us merely on the strength of

N  at  i on a l M  o n e t a r y  C o m m i s s i o n
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their superior workmanship are not apt to be a very impor
tant factor in our balance of payments unless we are willing, 
with due regard to our resources, to exert our activity 
also in the financial field— just as the English have done 
and as they have always been able, and are still able, to 
do in a much greater measure than we Germans— in order 
to retain the hold which we have secured and to strengthen 
it as far as possible. Otherwise the globe will soon be 
partitioned off to our disadvantage, and we ourselves, with 
the great need that we have to labor for our foreign trade, 
are going to be left out in the cold. [“ Quite true! ”]

The charge has been occasionally made that our in
dustry is responsible for the whole situation. And so it 
is, even if it be only the innocent cause. You may tell 
me, gentlemen, that industry has not overstrained itself. 
I maintain that it has been expanded too rapidly— and I 
don’t mean merely in some one branch or another, but in 
general. I myself have had the experience that when, up 
to the beginning of 1907, I urgently advised this or that 
manufacturer, as E frequently did, to desist from expan
sion, because presumably the possibilities of a market 
would soon be diminished, the people were ready to laugh 
at me. As long as the manufacturer has his factory work
ing at its full capacity, as long as he sees good and profit
able orders flowing in, you may warn him as you please; he 
will, as a rule, not believe you; and consequently he 
considers it necessary to enlarge his plant. Now, it was 
not through undue self-confidence or shortsightedness that 
our industry was developed to excess; I must again cast 
the reproach for a too hasty expansion upon the Reichs
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tag, the diets, and the common councils. Had we pro
ceeded somewhat more deliberately with our cultural 
evolution we should not have made it necessary at all 
for industry to execute vast undertakings in an extremely 
short time. We should have allowed it more time to com
plete those undertakings. Industry would not then have 
been tempted to disregard foreign countries in a large 
measure in recent years through having too abundant, 
profitable, and convenient work here in Germany. It 
would have continued to devote more attention to foreign 
lands, would not have dropped, here and there, connec
tions then existing and which it must now arduously 
strive to resume; and we should, consequently, have ex
perienced in Germany also a more gradual development, 
corresponding better with our actual strength. Let us 
not deceive ourselves; we increased our industrial equip
ment in the years 1904, 1905, and 1906 far too hastily. 
If we believe that the expenditure for establishments and 
supplies in the States and cities of Germany proceeded in 
recent years largely on a scale and at & pace which must 
naturally be succeeded by substantial and prolonged re
striction, upon financial grounds, this necessary economy 
involves the disadvantage for industry that the excessive 
equipment actually exists and must conquer occupation 
for itself in the markets of the world, which, for good or 
ill, it had to neglect before.

Herr von Gamp spoke further of the gold industry. I, 
too, regard our gold industry as decidedly useful econom
ically. I can not verify Herr von Gamp’s figures, but I 
imagine that of the 100,000,000 that he specified a con
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siderable portion must be reckoned as used in manufac
tured articles containing gold in some form, which are 
sent abroad. To depreciate our 20-mark pieces in any 
way would, in my opinion, be a very serious matter. If 
you can produce at a comparatively low rate any sort of 
small gold bars that would satisfy the manufacturers 
it would, it is needless to say, be most welcome.

Herr von Gamp has addressed a pretty general reproach 
to us, as if we desired that certain things should not be 
made very clear. I think it is requisite that we, too, 
should emphasize that we have no motive whatever not 
to wish for ourselves all the definite knowledge and en
lightenment that are attainable in any field. Only the 
very narrow-minded would possibly want to stick their 
heads in the sand and say: I should rather not have that 
ascertained! When Herr von Gamp suggested that an 
effort be made to ascertain the amount of gold in the 
country, I at once responded that we should welcome 
it most heartily; that it was precisely the banker who 
was most interested in finding out as accurately as 
possible what the gold backbone of the country ac
tually is, so that he may be able to reckon with a factor 
as definite as possible, instead of, as now, having to 
calculate with uncertain estimates. Herr von Gamp 
would like to have a series of laws. We would, in so far 
as I can say “ we” in this connection, raise no objec
tion to that, in spite of the fact that we have a super
abundance of laws in Germany, and would support the 
laws if we could promise ourselves that they would be of 
some practical value. The more active, however, the
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law-making machinery is in this domain the greater, 
presumably, will the confusion be, as Herr von Gamp 
indicated, and the spirits which are meant to be laid will, 
on the contrary, be vigorously aroused.

If Herr von Gamp imagines that a certain influence 
will in the future have to be exercised upon flotations, 
then I believe that he is mistaken as to the actual condi
tions. Were the foreign office or the Reichsbank, with 
its present organization, simply to say to any one who 
desired to make a flotation: We do not wish the flotation—  
then, I think, there would hardly be a single house en
gaged in this line of business that would ignore this con
sideration, in whatever shape it was urged upon it, and 
say, I shall make the flotation anyhow. Herr von Gamp 
underestimates the influence of the Reichsbank, which it 
can exert even now if it desires to do so. But to put the 
direktorium of the Reichsbank under the necessity, as 
one of the previous speakers has already explained, of 
sanctioning or rejecting, to a certain extent, every flota
tion, that would indeed be the most dreadful thing imagi
nable. I hardly think that any member of the present 
direktorium of the Reichsbank would under those circum
stances continue in his position at all; and if, possibly, 
other gentlemen inclined to accept such a responsibility 
would step into their places I should deplore it exceed
ingly, in the interest of our entire economic life and in the 
interest of the Reichsbank. Our German public would 
see in such an organization only this: Now the matter is 
examined by the State and rejected or sanctioned, and 
if it is sanctioned the State is, naturally, responsible for
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everything. It is desirable th at. we should make the 
German people as independent and discriminating as 
possible in regard to financial concerns; such a measure, 
however, would be exactly calculated to prevent that 
desirable condition.

If we really wish to promote.the drawing of gold from 
abroad, we need only address a request to the Reichsbank 
that it should proceed in the future as it has hithereto 
done, and as was lately, in particular, exhibited to us in 
a practical form; and if I consider both the inflow and 
the outflow of gold— they can not, indeed, be separated—  
I can only repeat the remarks made by one of the previous 
speakers; let us make our balance of payments favorable, 
let us seek to extend our business abroad as widely and 
advantageously as possible, to have a wise internal 
financial policy, and the balance of payments will assume 
a healthy shape quite by itself. That in practice abuses 
as regards gold exports may occur is, indeed, obvious; 
but the Reichsbank is, by itself, perfectly in a position to 
deal with such abuses. I should like to see the person 
who, it might be through arrogance or on account of 
some petty advantage, would persist in exporting gold 
in spite of the wishes of the Reichsbank. In the interest, 
however, of the standing of Germany— and that for the 
present still plays a great part— a surrender of 10,000,000 
marks will under certain circumstances be voluntary, 
expedient, and necessary in order that we should not, 
perhaps shortly afterwards, have to surrender twice or 
three times that amount; and if a case stands thus, the 
Reichsbank will, naturally, place the smaller sum vol
untarily and quickly at disposal.
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As to the premium policy, I consider it of no value as 
regards its practical effects; nay, under existing condi
tions I should even, as other gentlemen have already 
remarked, consider it actually dangerous.

That I favor the proposition of Herr Fischel in regard 
to the remission of seigniorage for the Reichsbank, I have 
already observed; I would only add now that even if 
we can not exert a rapidly favorable influence thereby 
upon the condition of our gold market, we should not on 
that account allow ourselves to be discouraged from 
introducing such a measure. For there will come times 
when we shall feel very comfortable with such an arrange
ment; only by looking forward to a gradual success in 
the course of time can such measures be adopted— not 
with the expectation that success will follow in the space of 
a year’s time. The gold market will, with us, be created 
and vigorously developed only when Germany shall once 
more inspire greater political confidence in the moneyed 
people of the world than it does at present.

The Chairman. Herr Raab wishes to have the floor.

Mr. Ra a b . I have as yet not requested it, but if per
mission has already been granted me to speak, I will 
avail myself of it, particularly since the remarks of the 
gentleman who spoke last assumed a critical tone in re
gard to our present economic policy and the action of the 
Reichstag in the economic field. I belong to those 
groups of the Reichstag that have supported the recent 
economic policy, and we did this, among other things, 
with the conviction that precisely this economic policy—  
protection of domestic labor and the domestic market
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against an unnecessary flooding by foreign products—  
exerts a favorable influence upon our balance of trade 
and balance of payments also. I believe that this eco
nomic policy must be continued, nor can I perceive any 
valid considerations against it in the complaints which 
have been urged here. For the rest, I can subscribe to 
almost everything that has been advocated here by the 
majority. I would, indeed, characterize the discount 
policy even more emphatically as an almost barbaric, 
cruel instrumentality, because it cripples and burdens 
our entire economic life enormously. This means should 
not often be resorted to, and only under particularly 
unfavorable conditions. It is desirable in the interest of 
our domestic labor that a moderate discount rate be 
exceeded as rarely as possible.

The extension of the foreign-bill business— I have 
already expressed my opinion about it— I regard as 
another means by which the drawing of gold from 
abroad can be temporarily promoted. Furnishing ad
vances without interest, too, in the measure in which it 
is done at present, is doubtless to be regarded as occa
sionally useful.

But perhaps I may be permitted yet to revert to 
something that I have already briefly discussed, namely, 
that the drawing of gold from abroad might perhaps be 
furthered by receiving deposits abroad.

The question sheet contains, it is true, only the ques
tion whether and how we can supply the Reichsbank’s 
stock of gold through domestic deposits. I have already 
acknowledged that the question sheet does not fully entitle 
me to discuss this matter here.
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(A voice: “ In Question V I.”)
It does not belong there any more than here, Herr 

Mommsen, if we wish to speak of the drawing of gold 
from abroad, for Question VI refers also only to domestic 
deposits.

I know that there is a wide-felt need, particularly in 
German circles, of an institution to which money may 
be intrusted without any anxiety. There are a great 
many Germans abroad; they save money, which they 
must now, for the most part, intrust to foreign banks. 
In the United States the people receive, as a rule, inter
est at the rate of 3 per cent on such money. If we had 
an arrangement that would make it possible for Germans 
abroad to deposit their money in the German Reichs- 
bank, or even if the Reichsbank would simply receive 
consignments of deposits, it would be most welcome to 
many beyond the seas, and we should doubtless improve 
our balance of payments. Now, these sums might, of 
course, be demanded back in critical times, but this 
would in fact never happen quite suddenly. I even be
lieve that Germans abroad will never demand their 
money back in critical moments as rigorously and anx
iously as foreigners who have balances in Germany.

The objection has been raised against accepting do
mestic deposits that a fixed limit must be set upon the 
amount of such moneys, but that, with the numerous 
branches of the Reichsbank, it would be impossible to 
oversee the amount of deposits placed at its disposal at 
any moment. Now, gentlemen, if deposits from abroad 
may be remitted to the central point in Berlin alone,
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then it is, of course, possible to ascertain the total amount 
and to determine whether the fixed limit has been reached 
or exceeded. Nearly all the other reasons that have been 
adduced against the acceptance of domestic deposits are 
likewise invalid in regard to moneys from abroad. I 
need hardly demonstrate this in detail.

On the whole, I should think that my proposition, too, 
if it is carried out simply, economically, and practically, 
might contribute a small share toward influencing the 
influx of gold from abroad more advantageously for us.

It might, besides, have a favorable effect upon our econ
omic life. I assume that a great part of this money 
would not be demanded back, but would be employed in 
purchasing German goods and thus promote our economic 
interests. I should be greatly pleased if my proposition 
were to be included in our debates, if only for the purpose 
of drawing my attention to difficulties and considerations 
which may stand in the way of its execution.

I, too, consider it urgently necessary that we should 
strengthen our stock of gold, that we should secure a bet
ter balance of payments. Now it strikes me as a some
what inexpedient step to recommend here the investment 
of German money in foreign loans without adequate 
restriction. We are told, to be sure— and very alluring 
instances have been spread before us— that the gold 
which we invest abroad comes back to us, in the first 
place, and, secondly, we gain the interest besides, for the 
entire time; the amount that we have sent out, therefore, 
is actually doubled or trebled, and improves our balance 
of payments. But Herr Roland-Liicke has already
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spoken of the seven-league boots with which we should 
really not yet have provided ourselves. It seems to me 
that the whole state of our economic affairs should 
emphatically warn us to exercise restraint in regard to 
foreign loans; we can not engage in them, at any rate, as 
long as conditions at home are still such that we have a 
high money rate, under which industry and all our 
domestic labor threaten to be crippled. If we wish to 
take over and promote foreign bond issues, the money 
for them ought to be taken only from a surplus which can 
not be really well applied at home. If, however, as is 
the case still to-day, our discount rates are higher than 
almost anywhere else in the world, it is a proof that our 
embarrassment at home is still quite considerable. At 
such a moment to give the advice, “ Send your money 
abroad, so that you may gain the interest!”— that seems 
to me as if one should say to a man who complained that 
he could not make a living: “ Lend out money and live 
on the interest!”

As regards the question whether and how we could 
make our balance of trade, and, as a consequence, our 
balance of payments also, more advantageous, I would 
still add the following: We can certainly not, as I think, 
further promote our exports artificially to any great 
extent. I am pretty well informed upon the subject; 
our export trade is carried on at quite a small profit and 
it has already made the greatest possible efforts to find 
a market. We can not, then, it seems to me, develop our 
export trade much more. Now, there is, perhaps, still 
the other, negative means toward a more favorable
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shaping of the balance of trade; namely, the restriction 
of imports. In our import list many articles are found 
which we could produce ourselves. This matter rests, 
indeed, upon somewhat delicate ground; but I think 
that we could learn a little something from America. 
The commercial treaties and tariff rates are, of course, 
fixed; but the United States stretches a point in order 
to maintain a favorable balance of trade. It puts up its 
protective— really combative— duties, and besides, as far 
as is possible, keeps imports out of the country by tricky 
devices. Now, I do not wish to plead in favor of such 
tariff chicaneries. But I believe that Germany often 
exhibits a degree of complaisance towards imports which 
is economically hurtful. Even if it is not the business of 
the bank inquiry commission to devise ways and means 
against it, I wished to present this idea to Herr Roland- 
Uucke, who considers that even our by no means harsh 
protective policy goes too far. I think, on the contrary, 
that our present economic policy must be maintained, 
and in certain respects even reenforced, if the balance 
of trade and the balance of payments are to be made 
more favorable.

Doctor W e b e r . Herr Raab began his remarks by saying 
that he could not agree with Herr Roland-Lucke’s position, 
that our economic policy had affected our balance of trade 
unfavorably; on the contrary, at the time this economic 
policy was introduced, the assumption in the Reichstag 
was that this protective policy would act advantageously 
upon our balance of trade and our balance of payments. 
If we examine the statistics which the president of the
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Reichsbank has so kindly had prepared, we find that in 
Germany, in contrast with England, the amount of the 
excess of imports over exports increased in the last five 
years by about a billion marks, while in England the 
excess of imports was reduced by a billion; and if Herr 
Raab is of the opinion that our protective policy exerts a 
favorable influence upon our balance of trade, it would be 
bound to appear in the figures somewhere, debatable as 
they may be in some respects. Our protective policy, be 
it ever so justified on some grounds, has failed in this 
regard.

We must recognize that Germany— whether this is to be 
regretted or not— has consummated its transition from an 
agricultural to an industrial state; it can not be denied that 
we have become an industrial state, and it appeared also 
from the remarks of most of the experts and likewise from 
the statements to-day of different members of the commis
sion, that they are convinced that we must aim especially 
to increase our exports and that in our debates our atten
tion must be specially centered, as Herr Roland-Eucke 
justly observed, upon this point: How can we make our 
balance of payments favorable under any circumstances, 
at least more favorable than it is to-day? Herr Roland- 
Lucke applied the comparison of the healing of the arm to 
our economic body. This comparison fits perfectly, and if 
Herr Raab meant to say that we must restrict our imports, 
I really do not know how he can think that. Manufac
turing and commercial interests do not import for pleasure; 
it is only that we need the raw materials in order to keep 
our workmen occupied to carry out our undertakings, and

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8
in order to have at our disposal the most necessary supplies 
that we do not produce; and when we see in the reaction 
which has now set in how great is the number of the un
employed in Germany, and when you hear from the 
country in which I live, Saxony, that the factories are, in 
part, working only three to four days a week, and partly 
only six to seven hours a day, it furnishes a point of 
view which is of greater weight than all of Herr Raab’s 
statements. If we are not in a position to keep our indus
tries employed through a brisk activity in imports and a 
corresponding activity in exports, we have conditions such 
as, sad to say, prevail in wide circles in Germany to-day, 
and as, whatever way we look at it, gives us food for 
thought.

Several gentlemen, further— the last speaker among 
others— made reference to foreign loans and the invest
ment of German capital in foreign loans and enterprises, 
and expressed their regret, based upon the table presented 
to us to-day, that such considerable sums are tied up in 
those securities. Freiherr von Gamp used the expression 
that he was frightened at the figures regarding foreign loans. 
I was frightened at the figures exhibited by the German 
municipal loans and debentures in this statement. If you 
compare the year 1900 with the year 1907, you find, in the 
case of the foreign loans, granting that the figures of the 
Deutscher Okonomist are authoritative, a retrogression 
from 275,000,000 marks to 150,000,000 marks, while, on 
the other hand, the municipal loans rose, in the same pe
riod, from 220,000,000 marks to 430,000,000 marks. If 
anyone, therefore, ought to impose a restriction upon him
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self, it would, perhaps, have been more appropriate to hold 
up the municipalities and the debenture institutions. 
Municipalities and the State must, before all else, return to 
greater economy.

But those views involve, besides, a complete misun
derstanding of the important function of foreign loans in 
regard to our German economic affairs. It can not be 
pointed out often and emphatically enough that we must 
take up foreign loans in order to better our balance of 
payments. I am not as optimistic as Herr Muller (Fulda), 
who believes that our balance of trade and balance of 
payments will be improved in the course of the next few 
years; particularly in view of the fact that the steady 
increase of population and the undeniable fact that our 
agriculture is not in a position to augment its production 
in proportion to the progressive growth of our population, 
must make it increasingly necessary for Germany to 
import greater quantities of foodstuffs, wheat, etc. We 
are compelled, therefore, to create values to offset this 
increasing importation of the necessaries of life and to see 
to it that the growing need of raw material for manufac
tures, conditioned by the same fact of the increase of 
population, shall be balanced by some other means.

The question of the consumption of gold by our gold 
industry was, furthermore, raised. In view of the enor
mous figures of our balance of trade, a sum of 80,000,000 
marks of gold used in manufactures ought not in itself, in 
an economic field as vast as that of Germany, assume such 
great importance. Herr Geheimrat Muller, too, investi
gated this question closely and accepted the figures,
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80,000,000 to 100,000,000, as correct. I can not test 
them; they were only gathered from the estimates of the 
experts. I think, however, that a slight improvement in 
the condition of our export trade would at once counter
balance this consumption of gold in manufactures; and 
the speaker before the last, Herr Roland-Liicke, remarked, 
besides, that surely a great part of the gold manufactures 
go abroad and yield equivalent values. I do not attach 
the great weight that a number of the previous speakers 
do to this use of gold in our manufactures. I am rather 
of the opinion that no sort of difficulties should be put 

in the way of the gold industries in procuring the gold 
required.

I would, further, revert once more to the figures which 
deal with the flotation of foreign loans, and would call 
special attention to one point. Herr Geheimrat von 
Gamp assumes that the sums, amounting to 142,000,000 
in the year 1907 and 1,200,000,000 in 1905, that were 
floated or offered on the Bourse really found their way 
into the German Empire. That, however, is not neces
sarily the case. Those sums may be admitted to the 
Bourse, but are not on that account all taken up in 
Germany. In that respect, then, these figures do not 
give a correct picture. On the other hand, Freiherr von 
Gamp felt it his duty to give a prominent place to the 
opinion— against which objection has already been 
made— that it is requisite to introduce control over the 
flotation of foreign papers. This question was thor
oughly discussed last spring by the bourse commission of 
the Reichstag, and, as far as I remember, the Government
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itself attached importance to declining such an office of 
control under any circumstances for reasons which ap
pear obvious at once and which are primarily concerned 
with politics. The authorities of a State or an Empire 
can not undertake to play the controller as to whether 
to-day our great banks shall put Russian or Italian loans 
on the market; for they might in that way, as is quite 
evident, easily be drawn into diplomatic or political 
conflicts.

Gentlemen, the individual questions that are put down 
on the question sheet have been so exhaustively debated 
that it is hardly necessary to discuss them much more. 
I, for my part, too, am of the opinion that the policy in 
regard to foreign securities, which the new president of 
the Reichsbank has this year successfully continued in 
the Reichsbank with reenforced vigor, will doubtless meet 
with good success in the future, too. At the same time I 
would express the opinion also that such a policy can 
represent only a temporary expedient for bettering the 
condition of our money market. As to the main thing—  
it is not necessary to emphasize this every time— it must 
be ever again pointed out that only by having quite a 
favorable balance of payments, such as we formerly had, 
will a deficiency of gold be permanently warded off. 
But in any case I believe that Herr Fischel’s proposals, 
approved by the speakers, would have an excellent 
effect, especially if at the same time the question of the 
purchase of gold and of advances for gold imports 
were handled by the Reichsbank a little more commer
cially, perhaps, and not fiscally. I do not know for how
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long a time the Reichsbank grants interest-free advances; 
perhaps this interest-free time may be somewhat extended. 
I can not judge of it, however, offhand.

I am, further, of the opinion that a raising of the rate of 
discount will, by all means, conduce to prevent the out
flow of gold to foreign countries. It was pointed out in 
the debate by one of the gentlemen that in November of 
last year the United States drew away its credits with us. 
I do not think that this is quite accurate; it was at the 
time probably not so much a matter concerning American 
credits with us as that other countries, with which the 
United States had credits, drew on us; and, in this re
spect, the raising of the rate of discount constitutes a 
good remedy against a too abundant outflow of gold to 
foreign countries.

The question of a gold premium I regard as hardly one 
to be debated. It has long since been settled in France; 
and the arguments of the best advocate of the gold-pre
mium policy, Doctor Arendt, have convinced me that he 
himself is convinced that in Germany nothing can be done 
with it. I only hope that he will make a vigorous use of 
this change of view in the Reichstag as well. [Laughter.]

The fixing of the private discount rate, as related to the 
official Reichstag discount rate, was also discussed this 
morning. It would be a misconception of the character 
of the private discount rates to suppose that the discount 
policy of the private institutions must necessarily result 
in thwarting the policy of the Reichsbank. It was also 
said that this private rate benefits the great industries 
alone. I do not share that opinion; the small industries
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and commerce likewise make active use of this private 
rate; I can say this from my own experience, and it will 
be admitted, too, by everyone familiar with the situation. 
It is, therefore, a false view of the matter that the great 
banks and the great industries alone take advantage of 
this arrangement for the purpose “ of procuring cheaper 
money.” It was even stated recently in a journal that 
the firm of Mendelssohn & Co. and the Deutsche Bank of 
Berlin fixed the private rate on the Bourse and exploited 
it for themselves. I saw this assertion with astonishment 
in a great political newspaper of Saxony. For that 
matter, the Reichsbank, by the Imperial Treasury bills in 
its possession, has the best means of controlling the level 
of the private rate of discount.

Gentlemen, one point more I should like to call attention 
to, and on this I have changed my opinion somewhat in 
the course of the inquiry. I have become convinced that 
there is some truth, after all, in the view that the stock 
of gold in Germany is less than is estimated. I am of the 
opinion that the various contributing elements— for ex
ample, travels abroad— cause more money to flow into 
foreign countries than we assume. We have a rate of 4 per 
cent, the Reichsbank is well provided, and, in spite of that, 
we find that precisely in times when industry is languishing 
and not as much money is expended for wages as at other 
times there is a certain dearth of ready money. That is 
an indication that there is less metal in many districts, 
and that on an average, too, less is found in Germany than 
is assumed in the estimates.

The question was put, in conclusion: What effect does 
the discount policy, in particular, produce? That has
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already been fully discussed. Other means than the 
raising of the rate of discount to check the outflow of gold 
into foreign countries, I do not consider available; in my 
judgment the only possible way for us to retain money is 
by raising the rate of discount in times like last year; and 
since we must reject the premium policy without question, 
the Reichsbank will have no other way of checking the 
outflow of gold into foreign countries than through its 
policy in regard to foreign securities and to the rate of 
discount. But I consider it regrettable, too, that, as 
another gentleman has already pointed out, in times like 
last year efforts should be made to check the outflow of 
gold to foreign countries by artificial means, since that 
can only conduce to render the credit of the German 
Empire questionable abroad. In such times it is, in my 
estimation, better, in the interest of the development of 
our fatherland, to pay a higher rate of discount tempo
rarily, and to give up without fuss the money that has to 
go abroad, than to pursue the opposite policy. There 
can, indeed, be no doubt on this point.

The Chairman. Gentlemen, it is a quarter of four 
o’clock; I submit it to you whether I may permit an
other gentleman— it would be Herr Schinkel— to speak; 
and in that case I, for my part, wish briefly to make a 
request concerning the question whether we should create 
a gold market here; and in this connection I would ask 
the gentlemen who are specially versed on the subject to 
give their opinion upon a question which, if it has not a 
decisive bearing on the action of the Reichsbank, must 
at any rate be considered.
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The Bank of England is free in its purchases whenever 
it is a question of paying a price above 77s. 9d., and it is 
free to decide what price beyond that it wishes to give. 
According to the propositions made by Herr Fischel, the 
Reichsbank would have to bind itself to be ready to 
pay permanently or for a long period a price of 1,395 
marks for all the gold offered to it. Now, Herr von 
Lamm has already explained in his statement— and the 
gentlemen agreed with him, too, on the point— that the 
present system of interest-free advances presents a prob
lem for the Bank, and he remarked: “ The Reichsbank 
must be quite sure that gold which would have come to it 
anyway does not come to it by this means; and it can. 
therefore, grant the interest-free advances to such houses 
only as are worthy of perfect confidence and about which 
it is convinced that they would otherwise not import the 
gold. It may happen that quantities of gold are con
cerned which are not intended for Germany at all, but 
only pass through Germany in the transit of traffic. In 
such cases the Bank must guard against granting an 
advance.” This policy of carefully selecting the abso
lutely reliable firms, the Reichsbank is free to pursue as 
long as it limits itself to interest-free advances. If the 
Reichsbank, however, bound itself— and this is the ques
tion I propound to the gentlemen— to grant, permanently 
or for an extended period, the fixed price of 1,395 marks, 
would not the consequence perhaps be— since the firms 
could not then be selected, but everybody’s gold would 
have to be accepted at a price of 1,395 marks— that a 
number of persons or firms would avail themselves of the
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chance to speculate at the expense of the Bank? That is, 
they would bring it gold which would perhaps flow to it 
anyway. And, secondly, if the gentlemen agree with me, 
do they perhaps regard this standpoint, in connection 
with the main question, of such minor consequence that 
it can be properly overlooked?

Gentlemen, I would beg you to take these questions 
consideration in your answer; all the more because, as 
Herr Roland-Eucke has already pointed out, with the 
nervousness of the English market our action might pro
voke it to frustrate the creation of a Germail gold market 
by preventive measures. And here the question is per
tinent whether the present system, without the official 
declaration that we must pay permanently— or it may 
be, to begin with, until July i, 1909— 1,395 marks, does 
not seem calculated rather to check such preventive 
measures? I beg the gentlemen, only for our informa
tion— the matter itself is, indeed, of the greatest signifi
cance— to take these practical considerations into account 
also in their answer.

Mr. S c h i n c k e l . I  must in the first place express my 
regret that, owing to an unfortunate accident, Freiherr 
von Gamp should again be unable to be present, just when 
I can not refrain from reverting to several things which he 
said to us this morning; for we should like to have him 
come around toward our views, as we have already suc
ceeded in having him do in the case of the gold premium 
and on other points also. I can in the main and on the 
whole, however, express myself very briefly, because I
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agree in general with what Herr Geheimrat Riesser and 
President Kaempf have already fully enlarged upon here.

Our honored president said this morning, “ Only don’t 
let us have too much talk on the subject of the balance 
of payments; it is such a boundless topic,” and I can only 
fully assent to his opinion. On the other hand, however, 
gentlemen, the notion and the actual condition of our 
balance of payments are too closely connected with the 
questions that occupy us here to allow it to be wholly 
eliminated from our discussions. Certainly the balance of 
payments is of decided consequence in relation to the 
Reichsbank’s stock of gold and the importation of gold 
into Germany; that, I think, is evident to all of us. But, 
gentlemen, as to creating a balance of trade, the Reichs- 
bank can do that just as little as anybody else. The 
Reichsbank can be equal always only to its statutory 
object— to be the regulator and to exert its activity in 
regulating our money market. Conjure the Reichsbank 
can not; and in this connection I may be allowed to con
tradict the view that gold can be made out of paper. I 
am of the opinion that all the gold that we get must be 
paid for in some way with gold or gold value, whether it 
be with goods or by the relinquishment of our claims 
abroad. To a certain extent an exception for the Reichs
bank in a narrower sense is formed by the gold that it gets 
from Germany itself through the issue of small notes. But 
that is only borrowed gold, and the Reichsbank must 
return gold for them, too, as long as its notes are always 
redeemable in gold.

For the rest, the Reichsbank must never by any means 
be held responsible if the balance of payments does not
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turn out to be such as to draw in gold permanently. If 
we advance too rapidly in our economic developments— I 
will illustrate this by an example: If we build too many 
and too large ships, so that we are obliged to tie up a great 
number of them, then we have committed an economic 
error which affects our balance of payments unfavorably. 
We have put money into the ships; these ships, however, 
bring no freight surpluses, and therefore no gold values, 
from abroad, and our balance of payments is unfavorably 
affected thereby. If industry has expanded so consider
ably— I do not wish to cast a reproach upon industry for 
it— that it must to-day keep a great part of its establish
ments at a standstill, then that, likewise, constitutes an 
unfavorable factor for our balance of payments; for we 
have in that way tied up money— of which we have not 
much, indeed, to spare— and the balance of payments can 
be maintained only by a profitable activity.

I would linger a moment more on the subject of the bal
ance of payments. We agree upon this, too— I have to 
my satisfaction heard it from all sides— that balance of 
trade and balance of payments are two fundamentally dif
ferent things. To be sure! It was explained, further, how 
the balance of trade is supplemented by factors which can 
not appear in the statistics. There were mentioned the 
much-debated foreign loans, the interest which accrues 
from them, the freights of our vessels; and commerce, too, 
was now and then touched upon. I am of the opinion 
that the last factor is extraordinarily underrated, for the 
idea is quite extensively held in broad sections of Ger
many that commerce generally is not profitable. Now, in
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relation to our balance of payments, it is, as I shall pres
ently illustrate by a few instances, extremely productive.

I will cite a few little examples— one should not tell 
tales out of school, but the subjects that engage us here 
are of so serious a nature that the question of business 
secrets can not be considered— a few little examples 
from my own experience that go to show how the balance 
of payments may be made productive by the activities 
of trade; and I naturally include in this the activities 
of the banks also. I know a certain foreign bank. This 
bank has in the twenty years of its existence in Germany 
paid out up to this time 15,500,000 marks in dividends; 
it has, furthermore, accumulated in the shape of surplus 
and undivided profits an additional 4,500,000; this bank 
has thus brought 20,000,000 marks into Germany and 
distributed them here in the shape of dividends to its 
shareholders. Now, that would not be extremely note
worthy; but if I disclose to you that this bank never 
had a red cent of German money abroad, but that, be
cause the exchange conditions of the country concerned 
required it, it did business only with the money of that 
country— and naturally also with the credit of the 
sponsors back of the bank— then you will have to admit 
that this 20,000,000 marks never impaired our balance 
of payments. For no money ever left Germany, but the 
entire capital was always put out at interest here, so 
that this little bank alone effectively improved our bal
ance of payments by 20,000,000 marks.

Another case is that of the German saltpeter works 
which have been established in Chile, and this upon the
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basis of the acquisition of the lands and purchase of the 
shares by persons who were then living in that country. 
We did nothing but grant a loan of 15,300,000 marks; 
and this 15,300,000 did not go out either, for the capital 
was used to pay for machines which were produced in 
Germany. In this sense even the money for the loans 
remained here. The share capital— for we made it a 
condition that the company must be a German one—  
never left Germany. Consequently the shareholders 
moved to Germany, and consequently, of course, col
lected their dividends in Germany, and of the entire 
loan only 10,200,000 marks are still in circulation. Five 
millions have already been returned, and not less than
7,000,000 marks have been paid out in dividends in 
Germany.

I think, gentlemen, that through such simple exam
ples— I mention them on that account, the thing in itself 
may appear trivial to you— a fundamentally false notion 
which has become fixed in many minds may be got rid 
of, namely, that the factor of trade is really hardly to 
be taken into account in the balance of payments. I 
encountered it to-day in a perfectly unbiased quarter; 
Professor Lexis endeavored to throw light on the bal
ance of payments in connection with the balance of trade, 
and he excluded that factor entirely. But it is in reality 
a factor— the cases cited are only insignificant examples—  
which, be it said for our consolation, makes good a great 
part of our balance of trade.

One word to Herr Raab. The money that serves to 
improve our balance of payments is money that is earned
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by our trade with foreign countries. If, as Herr Raab 
would have it, trade should be confined as far as possible 
to our own country, this redressing of the balance of 
trade could not take place at all, and his native city of 
Hamburg might as well shut up shop. For this I can tell 
you out of my own experience: That as to the profit that 
Hamburg’s trade makes out of domestic commerce, she 
certainly couldn’t live on that. In a general way, the 
entire profit that trade brings into Hamburg is a profit 
made abroad, which improves our balance of trade.

I have endeavored to fill what appears to me a slight 
gap in the discussion by these perhaps somewhat too 
extended remarks.

I shall now touch very briefly upon the separate points 
that are mentioned in the question sheet. Something has 
been said about statistics and an ascertainment of the 
amount of gold, especially by Freiherr von Gamp. I 
consider that such statistics are hardly practicable and 
very expensive, but if it will set you at rest I am willing 
to waive this and shall make no opposition; let the count
ing go on, then! Like all statistics, these, too, will be 
misleading.

But I ask: What purpose can they really serve? I 
did not in any way get at the bottom of what purpose 
they are really to serve, either in the debates in May or 
at present. And if we did actually determine by this 
counting that there are in Germany instead of 4 billions—  
which nobody believes— only 2 billions, shall we on that 
account be any richer or shall we be any poorer? Much 
more important is the question which was first touched
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upon here: Is business in Germany sufficiently saturated 
with money? But with how much money it is actually 
saturated is indeed of exceedingly minor consequence.

Turning now to the matter of foreign loans, I regret 
the absence of Freiherr von Gamp. As I mentioned 
before, he was at first glad that we had had those loans, 
but regretted greatly that we no longer have many foreign 
loans, and now he regrets anew that we are on the point 
of procuring those loans again. Yes, gentlemen, there 
were times when we did not congratulate ourselves upon 
possessing Austrian rentes in such great quantities; when, 
namely, the Austrians began to partially discontinue their 
payments. We got rid of the Italians through no fault 
of our own; the Italians drew them in at rates at which 
they could no longer be of any use to us. That some sort 
of equivalent must be procured for all this is, in my judg
ment, obvious. Now, here again statistics have been col
lected, but I almost regret the labor that has been ex
pended upon them. These statistics— we could recognize 
that in Freiherr von Gamp’s remarks— again misled him 
entirely; Herr von Gamp has once more completely con
founded two things. We have already explained that the 
prospectuses relating to admission to the Bourse give no 
clue whatever as to the amounts that are actually to be 
found in Germany; if out of a loan 20,000,000, say, are 
really taken up in Germany, a prospectus must be issued 
covering 400,000,000. Herr von Gamp remarked that the 
other 380,000,000 have, in consequence, the right of domi
cile in Germany. Naturally they have that, but they are 
not on that account yet in Germany; we have not, on
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that account, paid for them yet. On the contrary, with 
the conditions that have prevailed in Germany it may 
be assumed that the 20,000,000 have in the meantime 
disappeared.

What the statistics are meant to prove on Herr von 
Gamp’s side is a thing perfectly inexplicable to me. For 
if it is stated that in the year 1905— he supposed it was 
a year of crisis; on the contrary, it was a year of the very 
greatest prosperity— these 1,500,000,000 of loans were 
really introduced here by way of prospectus, that does 
not signify that those 1,500,000,000 were placed in Ger
many.

Now, as to the foreign-bill business. I need not dilate 
upon that either; we have all become satisfied that, with 
the excellent management of this branch of business by 
the Reichsbank, a gap has here been filled, and that efforts 
are being made to carry the measures still further for the 
benefit of the economic policy of the Reichsbank.

One word more about bills upor England. I have 
myself before remarked that bills upon England can 
not possibly be reckoned as part of the stock of gold, 
because it does really to some extent appear doubtful 
how the thing will turn out in the event of war. But, 
on the other hand, I must likewise add the opinion that 
the English is not the worst portfolio that the Reichsbank 
will have in case of war. In the first place, there are 
many occasions when these bills may be used in neutral 
countries for payments that we shall have to make, be it 
for grain or for other great necessaries, in Holland or 
elsewhere, and the Dutch will gladly accept a bill upon
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England as payment. But besides that, gentlemen, there 
will be many a bill in the German portfolio of the Reichs- 
bank which is not paid forthwith upon maturity. At all 
events it is no mistake, but, in my eyes, a good feature in 
the condition of the Reichsbank— we are, to be sure, 
agreed that this should not be made public— if it has 
many foreign bills as a reserve in its portfolio, in order 
that it may exercise a regulative activity.

Gentlemen, I do not wish to enter into a detailed discus
sion to-day of the propositions made by my honored 
friend Herr Fischel, because I understand from him that 
he is to give us still further explanations. I am fully 
aware that one of the experts, whose opinion had great 
weight with us, the Director of the Frankfort Assay Office, 
has in the meantime changed his views and has, I have 
been informed, addressed a writing to the Reichsbank in 
which he withdraws the opinion that he gave here as an 
expert. I have not yet been able to work myself fully into 
this belief. I hold that it would be exceedingly useful for 
us— and I thoroughly sympathize with the movement— if 
we were to succeed in creating a gold market in Berlin. 
The difficulties loom up before me as very considerable. I 
feel sure that the English market will not stand calmly by. 
The Bank of England is in a position, as has already been 
frequently explained, and as I also wish to emphasize, to 
pay more than the normal price for gold. I am afraid that 
if the price is raised here by 6 marks, owing to the abolition 
of mint charges, England will follow suit. I would not be 
positive in regard to this until we shall have listened to 
further statements from our honored Herr Fischel.
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One point, however, I can not suppress even to-day, and 
that is, that, the Reichsbank should at once raise the 
obligatory price that it wishes to pay by 6 marks. I have 
on this matter had statistics collected which, however, I 
understand from Herr Fischel, are not correct; and I have 
greater reliance, as I said before, in Herr Fischel, as a 
practical man and as a great expert in gold arbitrage, than 
in our own people; but according to this estimate there 
certainly were days in every month from May on when 
gold could be bought in England below 2,790 marks. 
Now, this may not be quite accurate; the costs may have 
been forgotten, and Herr Fischel is surely better informed 
about all this; but we could, at any rate, have got the 
gold back from London by paying approximately 2,790 
marks. I do not know but that there is great danger in 
the Reichsbank unconditionally raising the obligatory 
price at which it must buy gold, without limitation of 
amount, to 2,790 marks per kilogram; times might occur 
when it would be so flooded with gold that it would 
have too much of it. Gentlemen, this sounds very sin
gular; but, believe me, times will change, and times may 
come when we shall not find it comfortable to have too 
great amounts of gold stacked up unproductive in the 
Reichsbank.

Gentlemen, it has already been mentioned here that con
ditions have changed immensely since the commission of 
inquiry was called into session. I assent fully here to the 
acknowledgment made by Herr Muller of Fulda to the 
direktorium of the Reichsbank. I do not know, indeed, 
how its concerns could have been better managed. But,
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gentlemen, I can not share a view which has been ex
pressed here; if, namely, you believe that we owe this 
change in the money market here to the beginning of an 
economic improvement, then you are, unfortunately, upon 
an altogether false track. [“ Quite right.”]

According to my observation, our present great abun
dance of money— and I may reveal the fact that there 
are private banks that are rolling in money far more even 
than the Reichsbank— is, unfortunately, a sign of the most 
general stagnation. [‘‘ Quite right.”] And we may not, 
therefore, draw the conclusion that it was due to the 
measures adopted by the Reichsbank that its condition 
was improved, but that its condition was vastly eased 
by this situation, which I willingly acknowledge has, 
after the recent high rates of interest, its very good side, but 
has also a very deplorable side, namely, that it is the sign 
of an economic standstill.

And now I come to the question of private discount. 
And here, gentlemen, I can not at all agree with the views 
that have been advanced here in various quarters. First 
of all— again I must mention that unfortunately Herr 
Gamp is not present— I would say to him that it is just as 
he remarked: In London, and not only in Paris, the con
ditions are really altogether different; the Bank of Eng
land can not be compared offhand with our Reichsbank. 
The point was brought up here that there is a great differ
ence between the London bank discount rate and the 
Reichsbank discount rate. And why is that? Because 
the Bank of England reserves to itself, in fact, the right to 
discount or not to discount, a system not practiced with
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us by the Reichsbank. If the quality of the bill satisfies 
the Reichsbank, it takes any amount that is sent to it, at 
the official rate. This is a wonderful safety valve for 
traffic in general; not only for the banks, but for all the 
patrons of the Reichsbank. The Bank of England, on 
the contrary, thinks nothing of simply announcing urbi 
et orbe: We discount only £100,000 to-day, no more;
we have no need of bills. And I can tell you, gentlemen, 
that there were days during the last crisis in England that 
looked far blacker than was the case here with our higher 
Reichsbank discount rate. But the existence of a private 
discount rate is necessary here for the Reichsbank; for, 
gentlemen, the number of bills discounted in a business 
world such as that of Germany is infinitely greater in pri
vate transactions than the number finally discounted by 
the Reichsbank. How could the Reichsbank prevent 
other people, who have money in abundance, who must 
buy bills, who have commissions for bills, from discount
ing at lower rates than it does itself? I see no misfortune 
in that. All of us— commerce as well; I should like to 
bring this out particularly— have the greatest interest in 
having low discount rates. [“ Quite right!”] We, just as 
well as industry, just as well as agriculture, feel easy only 
when low discount rates prevail; but there must, of course, 
be no low rates artificially fixed by the Reichsbank. [‘ ‘Quite 
right!”]

The Reichsbank must take all possible factors into con
sideration in regulating the rate of discount; it must not 
only prevent the outflow of gold, but it must fix its eyes 
upon every possible thing, the home market above all,
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and one of its chief duties is to regulate all this by means 
of its discount policy. If, then, occasions arise when it 
raises the discount rate, there is nothing cruel about that; 
it is simply a correcting of conditions which have arisen, 
and the Reichsbank is exceedingly glad when the eager
ness for private discount increases, for it is then so much 
the better able to lower its discount rate. The private 
discount rate can not fail, in any case, at least to furnish 
a criterion by which it may regulate its policy, and I can 
not see whom the lower private discount rate would harm; 
on the contrary, the gentlemen here all ask for low interest 
rates; if the Reichsbank is not in a position to reduce its 
rate as much as they would like, they ought to be glad that 
other people are satisfied with a lower discount rate.

Besides that, gentlemen— and I wish to lay special stress 
upon this point— our exchange rates would be put up 
all round if bills for foreign countries could always only be 
discounted at the Reichsbank’s discount rates. We need 
for the maintenance of our foreign trade our exchanges—  
that is, an unconditional gold standard first and foremost, 
but secondly a rate of interest also which shall not be too 
high in comparison with London; for otherwise the 
pound-sterling bill will always be worth so much more 
than the Reichsbank bill, and our exchanges abroad 
would, therefore be entirely ruined if the foreign bank 
bills could be discounted only at the Reichsbank discount 
rate and not at a lower private rate.

I wish, furthermore, to tell Herr Raab that he is, 
fortunately, greatly mistaken if he thinks that the German 
Reichsbank has the highest discount rates in the world;
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those were his words. The world is bigger than that, 
and, to set you at rest, I can say that the entire North 
and many countries in the South have a very much higher 
discount rate than the Reichsbank.

In regard to the premium policy, I need say nothing 
further, since it has, as far as I can make out, been dropped 
on all sides. Since we have heard what hopes and expecta
tions Doctor Arendt attaches to the premium policy, no 
one who wishes to maintain the gold standard will want 
to hear anything more about that policy.

I may close my remarks by saying that not only agricul
ture, not only industry, but commerce, too, has the great
est interest in seeing low rates of interest; but besides that, 
in having a free path for its traffic, otherwise it will not be 
able to fulfill its great task of increasing and toning up the 
balance of payments. [“ Bravo!”]

The Chairm an . I close the session for to-day, and ask 
the gentlemen to be present again to-morrow at io o’clock.

(Close of session, 4.17 p. m.)
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Chairman, Wirklicher Geheimer Rat H a v e n s TEi n , Presi
dent of the Reichsbank direktorium. Gentlemen, we con
tinue our debates upon Question III. At the outset I 
must inform you that Herr Kaempf has just telegraphed 
to me that he is, to his regret, prevented by illness from 
appearing here to-day.

Then I would, on my own account, make a brief remark. 
I noticed in the speeches delivered yesterday by Herr 
Kaempf and Herr Schinckel that a remark that I made 
yesterday was not understood as I should wish it to be. 
I had a sort of feeling as if there were danger of my falling 
into the odor of economic backwardness. And I am con
cerned to save my honored teacher, Geheimrat Wagner, 
the feeling of having to blush for me. [Laughter.]

I observed yesterday, gentlemen, that the Reichsbank 
must endeavor to strengthen its gold holdings; that to this 
end it must take advantage precisely of those times when 
there is a favorable balance of payments; and that we 
may at least hope, in this way, by utilizing the pros
perous times to raise the level, too, of our stock of gold, 
permanently it may be, or for a long period. In that 
connection I remarked incidentally that I did not share 
the opinion of those who maintain that this is of no avail, 
since gold can be paid for only with gold; that, on the con
trary, I am convinced that gold could be paid for, in seasons 
at least when there is a favorable balance of payments,
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like any other goods, with other values, particularly bank 
notes; and that I cherished the hope that this gold may 
remain permanently, either wholly or in part, in the 
Reichsbank. Gentlemen, my only object in this utterance 
was to enter a brief protest against the idea— an idea not 
infrequently put forward— that gold can be purchased 
only with gold and that, under all circumstances, be it 
immediately or very soon, exactly as much gold will have 
to be given out as has been taken in. I believe, too, that 
Herr Schinckel and Herr Kaempf will agree with me in the 
rejection of this idea. I coincide, of course, with both the 
gentlemen in the view that any deficit in our balance of 
payments can in the end be paid off only with gold or gold 
values; likewise that these purchased items of gold con
stitute a part of our balance of payments; and that, finally, 
all the goods that we obtain from abroad must ultimately 
be paid for in gold or gold values. But I am also of the 
opinion that by this direct purchase of gold the Reichsbank 
is much more certain to bring about the result that this 
part of the credit balance of our balance of trade will really 
flow to the Reichsbank in gold, and remain there for a long 
period, than would be the case if the Reichsbank were 
to put its hands in its lap and rely upon this favorable 
excess of our gross balance of payments to get itself paid 
off anyway in actual gold, flow into Germany, and, finally 
stream into the Reichsbank also. [“ Quite right.” ]

For, gentlemen, it is by no means certain that the total 
credit balance of the gross balance of payments, even 
when it is paid in gold, flows undiminished into the 
Reichsbank and remains there; and I am just as little
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certain that if the Reichsbank does not on its part lay 
hold from the start of that credit balance by means of 
gold purchases and gold imports, this credit balance 
would be squared in gold and not perhaps in other asset 
items, to the creation of which precisely the excess credit 
balance remaining might perhaps give occasion.

Freiherr von  G am p-Ma ssa u n en . Gentlemen, yesterday 
I pointed out how private discount rates in Berlin, Lon
don, and Paris are subject to considerable fluctuations. 
I spoke, in that connection, of one year. It turns out, 
however, that it is a question of 1,512 days. Now, in 
the compilation which I have made, and which will 
appear in the stenographic report, these 1,512 days are 
not to be found everywhere, and the reason of this is, in 
part, as I have been informed, that the number of exchange 
days is not the same in all the different exchanges. Par
ticularly in England there were evidently a considerably 
smaller number of exchange days than in Berlin.

I would, further, request the chairman to let us have 
an itemized statement regarding the foreign papers that 
were placed on the market in the past few years, from 
1900 to 1907, in order that we may investigate whether 
the view is correct that the loans in question were in 
general such as had already been introduced, so that 
there was an absolute necessity for the flotation. I do 
not, of course, wish to enter into the matter at all; but I 
regard the clearing up of this point as desirable in the 
general interest.

I would request in addition— I think that by con
sulting the Bourse Commissioners it will be possible—
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that the amount of foreign papers that actually reached 
the Bourse be ascertained as accurately as may be. In 
the case of stocks and industrial securities, etc., it will 
indeed be possible to say that they were taken up in 
Germany to their full amount, if these papers were not 
simultaneously introduced at other exchanges. In the 
case of other securities it might be necessary and proper 
in making the estimates to consult the respective ex
perts of the Frankfurter Zeitung and the Deutscher 
Okonomist.

I would, besides, call attention to the fact that in 
these estimates, notably last year, very material dis
crepancies are found. While the Frankfurter Zeitung 
arrives at an estimate of 1,843 millions, the Deutscher 
Okonomist makes it 2,135; nearly 300,000,000 more. 
Therefore I would request that here, too, an attempt 
be made to clear up the discrepancy.

Mr. Schinckee. Perhaps I may be permitted to make 
a personal remark. As I understand them, I can but 
assent to the observations of our esteemed president in 
every respect. I, too, regard it as extremely desirable 
that the Reichsbank should secure as much gold as it 
can by any reasonable means draw to itself.

Doctor RiESSER. With His Excellency’s permission I  

would supplement my necessarily brief remarks of yes
terday, spoken from a literary standpoint, upon the 
question of foreign loans— for a road to agreement should 
be sought, and may, I think, as to this point very pos
sibly be found— by a few more detailed observations. 
We can not settle the exceedingly great balance of lia
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bilities which remain to us in our exchange of goods 
with foreign countries by consignments of specie (instead 
of by interest and dividends on foreign securities or by 
disposal of the latter). The mere attempt would cost 
us dear and would lead to serious disturbances of the 
money market— under certain circumstances to crises—  
and might very greatly imperil the status of our cur
rency and credit. We require, therefore, suitable for
eign securities, and these such as are payable in gold, if 
only on this account; but we need them also with a 
view to financial mobility and as a necessary means of 
squaring accounts in case of the withdrawal of consid
erable foreign credits. We require foreign securities, 
furthermore, to enable us to draw gold from abroad to 
satisfy such exceptionally pressing demands for credit as 
arise, especially in the first days succeeding the outbreak 
of a war or a crisis, as well as to cover the intense de
mand for specie, which is very apt to make itself felt at 
such times owing to the temporary weakening of confi
dence in substitutes for gold. Finally, we require them 
in order that, being in possession of such international 
values redeemable at various bourses, we may be cov
ered and insured against the losses in domestic values 
that are to be expected in warlike times, and against the 
ensuing weakness or overstocking of the domestic 
bourses. Lastly, we must not forget what important 
services and political results have been made possible by 
permitting or refusing to permit the listing of foreign 
loans, and this by no means by us alone. We know tp 
what an extent the recommendation or the prohibition
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of flotations or of the advancing of money on foreign 
papers— recommendations and prohibitions which need 
not, indeed, be expressly stated— may be utilized for 
political purposes by the Government, notably at times 
when the State concerned may be injured by the direct 
or indirect refusal of the flotation of its loans. I have 
before remarked that in this sense “ the political outpost 
engagements are fought upon the economic field;” that 
is, the character and direction of these outpost engage
ments, their time of occurrence, and their objects are 
naturally to be determined exclusively by our public 
policy.

At all events, the question that has been raised, whether 
the flotation of foreign papers— and that to an extent, 
too, which shall more than cover the sum required for an 
excess of imports— is economically correct, can be answered 
affirmatively only as a matter of principle; and, for the 
reasons indicated, it can be proved to be correct only as 
a matter of principle. In every individual case— I 
emphatically grant this to Baron von Gamp— the first 
thing to be demanded, on the strength of our experiences 
of years, and especially in the eighties, will be that upon 
the selection of these papers the requisite care shall be 
expended-----

Freiherr von  G am p . Quite right.
Doctor R ie sse r . And that a careful discrimination be 

exercised in regard to these foreign securities.

Freiherr von  G am p . Quite right.
Doctor R ie sse r . Furthermore, on the strength of our 

experiences we ought, in my judgment, in the end to
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take only such countries into consideration as possess a 
rich and extensive hinterland, or some other strong reserves 
in the shape. of good colonies or large provinces which 
may be utilized; countries, therefore, which are in a posi
tion easily to bear and readily to overcome even bad 
times. These are the results of the experiences we have 
gone through, but which we had to go through first in 
just the same way as foreign countries, notably England 
and France, had to do on a much more extensive scale. 
Besides, the time of the flotation— and this is likewise an 
idea in which Freiherr von Gamp will concur, but one that 
I expressed as far back as three years ago, in the year 
I9°5— as well as the amount of the flotation and the 
rate of interest must be determined by taking all the 
elements concerned into consideration; for instance, the 
financial condition, at the moment, of the country and 
of the home market. Finally, I admit, in so far as the 
fulfillment of obligations already entered into is not in 
question— how the matter stood in this respect you will 
never be able to ascertain from the statistics or from the 
examination of the State Commissioners— that in periods 
of great expansion of business moderation must be observed 
in the interest of our balance of payments, as well as to 
support the measures of the Reichsbank in regard to the 
flotation of foreign securities and the giving of long-time 
credits abroad. Nor do I by any means wish to deny 
that many mistakes were made in this respect, because I 
hold, in general, that it is exceedingly foolish to disown 
past blunders; and that no mistakes will be made in 
the future, that, I think, can not be believed or assured.

3 8 7

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N a t i o n a l  M o n e t a r y  C o m m i s s i o n

I am, on the contrary, convinced that even if other bank 
directors, who may be of an entirely different economic bent, 
had been at the head of the German banks, mistakes 
would likewise have been made; but we must strive to 
learn from our experiences. With these limitations, how
ever— which I fully admit and which I have myself made 
heretofore— I agree with Herr Schmoller in the conviction 
that Germany, if it wishes to maintain and strengthen 
its consequence in the world market, must increase its 
outside capital and can not diminish it.

I am deeply thankful that I have been permitted by 
your great consideration and that of the chairman to 
supplement my remarks in this manner.

Freiherr von  G amp - Ma ssa u n e n . I agree essentially 
with the remarks of the foregoing speaker; they corre
spond with what I urged years ago, particularly in Parlia
ment. The examination will inform us whether the papers 
concerned are really such as would be likely to be service
able in relieving our domestic money market in difficult 
times— in times of crisis and of war. But I do not believe 
that the Siamese loan can be reckoned among these.

A v o ic e : Precisely; that has a French market.
Freiherr von  G am p-Ma ssa u n e n . Certainly; I am aware 

of it; but I do not think that in case of war France will 
be inclined to take that loan from us.

I feel convinced, therefore, that in this domain we shall 
come to an understanding with Herr Geheimrat Riesser 
who, indeed, in the main supported the warnings that I 
gave. Only we are perhaps not quite agreed as to whether 
importation in the past has given rise to such serious
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troubles as I think. But we both doubtless agree that it 
is the object of this commission to do its best that we 
shall in future have no further bad experiences.

Royal Saxon Geheimer Regierungsrat S t e g l i c h . Hon
ored sirs: Freiherr von Gamp desires additional informa
tion beyond the statistics kindly submitted to us yester
day by the president of the Reichsbank in regard to the 
introduction of foreign issues in the domestic bourses; as 
to what part of these issues actually came to the domestic 
bourses and how much remained in the country. Herr 
von Gamp finds that there is a difference in the two sets 
of statistics taken from the Frankfurter Zeitung and the 
Deutscher Okonomist, which he would like to have cleared 
up, and he believes he can obtain the desired knowledge 
through the state commissioners at the German bourses. 
As I am a commissioner at a German bourse, I am in 
a position to give information to this extent— that as much 
as it is possible to learn at the bourses has been ascer
tained annually for a number of years past through the 
medium of the state commissioners at the bourses; this is 
communicated to the imperial statistical bureau and 
appears annually in its publications. What is thus re
corded is of course only those amounts for which the right 
of listing and of being dealt in is granted at the offices of 
the several bourses. These figures may be found in the 
publications of the statistical bureau of the Empire. But 
beyond this, to determine how much of these sums actu
ally came to the different banks and was disposed of, that 
question the bourse commissioners will not be able to 
answer. Neither do I believe that such further enlighten
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ment can be obtained through the medium of the heads of 
the bourses. For it is, as a matter of course, a secret 
with the different flotation firms how much of the securi
ties that they proposed to introduce proved actually to be 
salable in this country. For that matter, even if the banks 
that introduce such foreign securities wished to divulge 
their secrets they would for the most part not be able at 
all to determine how much of the securities sold actually 
remained in the country. Gentlemen, these threads are 
not so simple for the statistical bureau either, and not 
even for the Reichsbank, that they may be unraveled 
offhand. At any rate we can not hope for further enlight
enment in this direction from the Bourse commissioners.

The Chairm an . I for my part understood Freiherr von 
Gamp to say that he wished to be enlightened first as to 
the gold loans actually floated in this country— that is, the 
separate loans that were regularly offered; secondly, he 
desires a statement as to the amount of the foreign secu
rities admitted into Germany, though not regularly offered, 
which actually remained in the country. The last can 
naturally not be expressed by definite statistical figures; 
it rests only upon estimates. The first figures we shall, I 
hope, be able to procure; for the second we are unable to 
furnish definite material. In the publications of the Frank
furter Zeitung and of the Deutscher Okonomist, however, 
data for estimating the separate loans are to be found, 
which we, too, shall presumably be able to obtain; but 
beyond that I can not, I believe, furnish any material.

Freiherr von  G am p-Ma ssa u n e n . I thank the chairman 
for his remarks. They meet the wishes to which I have
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given expression here. I have myself spoken with the 
bourse commissioner of this place about the foreign 
flotations, and he said to me: “ It is assumed in banking 
circles that about so and so many millions have remained in 
Germany.” And I do not at all see why the banks 
should not wish to tell this; and if they do not wish to 
tell it, well, inferences will be drawn from their action. 
But if the Frankfurter Zeitung and the Deutscher 
Okonomist undertake such estimates, I can not regard 
the bourse commissioners, as such, unsuited to under
take such estimates likewise. They are in the very 
center of business, and they should be in the center of 
business. I believe, therefore, that the preceding speaker 
has somewhat underrated the capacity of the bourse 
commissioners in this respect.

Doctor R ie ssER. I would only remark that the Frank
furter Zeitung and the Deutscher Okonomist never made 
comprehensive statistical estimates of the amount that 
really remained in Germany.

Freiherr von  Gam p . Oh, yes.
Doctor R ie s s e r . There can be question only of isolated 

and surely by no means of exhaustive attempts; for neither 
the Frankfurter Zeitung nor the Deutscher Okonomist nor 
the banks themselves, even if they wished to do it, would 
find it possible.

Freiherr von  G am p-Ma ssa u n e n . Besides the Reichs- 
bank, the Prussian Ministry of Commerce would also have 
to be taken into account.

The Chairm an . Herr Assessor Fastenau has the floor. 
He wishes to make a correction in the extensive and 
admirable report which he submitted to us.
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Doctor F a st e n a u . I should like to call attention to 
the fact that in the printed compilation of opinions, on 
page 118, alongside of the note “ page 247,” a misprint 
has slipped in. We find there:

“ It is by no means true that all professionals are agreed 
that the acceptance of interest-bearing deposits is a 
proper business for the Reichsbank.”

As appears from the meaning of the suosequent re
marks, this should read “ not a proper business.”

Freiherr#von  W an g en h eim . Gentlemen, I should like 
to take advantage of the opportunity afforded by Assessor 
Fastenau’s correction of probably the only error that he 
made in his compilation, to express to him, with the ap
proval of all of you, I am sure, our best thanks [“ quite 
right”] for the pains he has taken in editing the opin
ions. I believe that it was only through this work 
that we were all enabled to master the vast amount of 
material laid before us; and every one who has once 
engaged in such work will know what it means to make 
such a compilation. [Applause.]

The Chairm an . Gentlemen, we proceed, then, with 
our yesterday’s list of speakers, and I give Herr Geheimrat 
Wagner the floor.

Doctor W a g n e r . Gentlemen, what I have to say will 
bear directly upon the remarks that were made yesterday 
and that have since been repeatedly reverted to in our 
debate. We must undoubtedly agree with yesterday’s 
speakers in the opinion that the investment of a certain 
amount of Germany’s capital in foreign countries is not 
only expedient but to a certain extent necessary, for our
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entire economic situation. Some considerations remain, 
nevertheless, and these considerations have, in my judg
ment, been too little touched upon, hitherto, in the 
debates. In the first place, the consideration that, as 
the history of the flotations shows, even in the case of 
such as were issued by the leading banks, the losses sus
tained on many of these papers were enormous. It is true 
that the flotation firms, when heavy declines occurred in 
consequence of the debtor’s suspension of payments, 
postponements, and other such causes, would say later 
on for the comfort of their respective shareholders: 
“ We hold none of that paper.” But all the more did 
such papers remain in the hands of those who had bought 
the papers and to whom they had been recommended; I 
could exemplify this by the Portuguese, the earlier Argen
tine loans, and many more. In this question we must 
consider that even if subsequently a rise in the market 
value of these papers may have occurred which balanced 
the losses, those, nevertheless, who purchased them at a 
high rate reaped no benefit from this, because— and the 
smaller and moderate capitalists can not act otherwise—  
they did not retain them permanently but sold them 
when the price was low. This is certainly a very import
ant point and must form an essential consideration in the 
whole question.

But beyond this— and here also I agree with Freiherr 
von Gamp— the main thing after all is in fact the partic
ular time of a flotation or introduction of foreign papers; 
if the money market is already depressed, such flotations 
in favor of foreign countries may render our situation 
still worse. All in all, we must not deceive ourselves in
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this: Had we not admitted those loans in such great 
quantities we should have a lower rate of interest through
out Germany, and that would be advantageous to our 
domestic loans, the market prices of which, in spite of all 
the little encouragements of recent years, have remained 
very low or sunk even lower. This is a point which 
must likewise be taken into account. From the tables 
in the Frankfurter Zeitung and the Deutscher Okonomist 
which were communicated to us, I, too, at least, gather 
that it is doubtful whether the times of such flotations in 
favor of foreign countries were judiciously chosen in 
recent years. And I would add in this connection: 
There can, in my judgment, unquestionably be no differ
ence of opinion upon this, that even the most soundly 
managed great central bank— and doubtless our German 
one must be counted as such; it is perhaps the best of 
all— is not in a position to determine permanently the 
rate of interest and also the discount rate, and to per
manently exercise— I expressly say permanently— an 
authoritative and decisive influence upon the inflow and 
outflow of gold. That depends upon other elements; 
upon the balance of trade, upon the balance of payments, 
doubtless also upon a number of the considerations re
peatedly brought up yesterday, and, finally, upon the 
creation and exportation of actual material capital. But 
even here at particular times such a bank may nevertheless 
exert a degree of influence, and here, in my opinion, 
comes in the point that it is precisely the amount of the 
stock of gold of such banks that constitutes one of the 
decisive factors. One of our members, it is true, observed
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in yesterday’s debate that the Reichsbank does not, in 
fact, regulate its discount rate according to its cash and 
its stock of gold. That may be the case at particular 
times, but on the whole and in general it can not help 
taking them into account. Now, we can not really deny—  
although the statistical data do not, unfortunately, fur
nish quite positive proof for every period— that our 
Reichsbank was in the class of those great banks that 
were worst placed as regards their stock of gold.

I have just referred to the fact that the statistical 
material is not sufficient for a strict proof. I would on 
this occasion bring out a point once more that has already 
been discussed here: I really do not see why we still 
always keep something secret here and do not, like 
other great banks— the banks of Austria and France, for 
example— give in the weekly statements the amounts of 
cash in gold, silver, and fractional currency separately. 
That this was not done in the beginning of the currency 
reform, thirty or twenty years ago, may have had its 
good reasons; as regards the present, I believe, these 
reasons have disappeared. We shall not thereby reas
sure foreign countries in any way; they will, perhaps, 
often rather judge the situation to be worse than it is. 
It must, indeed, be clear to us that for the covering of 
the liabilities of the Reichsbank, since we stand and 
insist upon the gold standard, gold only is to be consid
ered; fictitious values like our bad silver money— now 
the talers are also called in, and the new silver money 
is worse yet by io per cent— which for the most part 
represents only credit money, may be used, indeed, for
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calculations of the note-contingent, but as cash covering 
for the actual liabilities to be really taken into account 
these sums must be excluded. We must know what 
the exact amount of the stock of gold is. I have fre
quently heard that hesitation is still felt as to imparting 
this information regularly. But it is given anyway in 
the yearly balance sheet. For the rest, what we know 
shows us that if we fix our attention not upon a single 
year but upon a longer period, we can not deny that the 
banks in Germany have, on the whole, received com
paratively little gold; the Reichsbank has a dispropor
tionately small share in the new-found store of the pre
cious metal. On the strength of a series of investigations, 
which I can not now communicate here in detail but to 
which I may refer because they really form the basis of 
my computations— they are contained in a work of some 
size, upon money and monetary affairs, which I am 
writing and which will, I hope, make its appearance in 
the course of this winter— I have reached the following 
definite conclusions: Taking into consideration the period 
since the great increase in the new production of gold 
began— and that was in the nineties— that is, the period 
from 1890-91 to 1905-6, and so far as possible including 
1907, I get this result: In round numbers— and they alone 
can be considered; they are, in my opinion, more correct, 
too, than exact itemized figures— about 5,500,000 kilo
grams of gold were produced in the whole world; by 
1907 the amount had risen to about 6,500,000. The 
first number represents a value of about 15,500,000,000 
marks, the second about 18,200,000,000. Now, how
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much of this great quantity of gold did we in Germany 
obtain? We do not, to be sure, know exactly what 
amount is found in the channels of trade; probably it is 
considerably smaller than we have hitherto assumed, 
even if not to the extent that some pessimists suppose. 
What we do know, however, is the condition of the 
banks, and that is the very thing to be considered. Now, 
it appears that in the Reichsbank’s stock of gold almost 
no increase took place from the beginning of the nineties 
up to the very latest increase in the course of the year 
1908. We had, in round numbers, 500,000,000 marks in 
gold at the end of 1890, and we had no more at the close 
of last year; in the interval greater sums were, of course, 
on hand at times but a considerable and lasting increase 
of gold holdings did not take place. Next worst— and 
yet considerably better— is the position of the Bank of 
England; it rose lately— here, likewise, I do not include 
the latest increase in the year 1908; I generally close 
with 1907— from not quite 500,000,000 marks in 1890 to
660.000. 000. As compared with this take other great 
banks and similar institutions— why, the Bank of France 
in the same period raised its stock of gold in hand from 
about 900,000,000 marks in German money to 2,200,000,000 
marks, in round numbers— although it, too, had some
what less at the close of 1907— that is, some time previous—  
thus more than doubling its stock. [Hear! hear!] In 
the case of the American bank system, in so far as their 
ready money is visible, the amount rose from about
2.000. 000.000 marks to about 4,500,000,000, probably 
even somewhat higher. The Austro-Hungarian Bank 3
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had not as much as 100,000,000 marks in gold in the 
year 1890; at the close of last year it had over 900,000,000 
in gold. The Russian Imperial Rente Department and 
Imperial Bank still greatly increased their stock of gold 
from 1890 to 1895, namely, from 900,000,000 to
2.300.000. 000 marks; after that it was diminished, 
through the absorption of gold in general business, by
600.000. 000. But in spite of the Japanese war and all 
that it entailed, their gold supply has on the whole 
again risen greatly— namely, to between 2,300,000,000 
and 2,500,000,000 marks— that is, it has again become as 
great, and even greater, than ever before.

If we sum up all this, we find that these great banks and 
bank systems received, between 1890 and 1902, about
2,500,000 kilograms of gold, say 7,000,000,000 marks, and 
wind up now with over 12,000,000,000 marks in gold— that 
is, with about 4,300,000 kilograms. In this improvement 
the German Reichsbank has no share whatever. Well, this 
is certainly something to think about; if in a period of the 
most gigantic augmentation of gold through new produc
tion known to history, a period in which the increase 
is still continuing to progress, the Reichsbank has not 
permanently augmented its gold supply, or could not 
augment it, we can see what a difficult position we are 
in. We must reckon with these facts.

And there is still another circumstance; and this brings 
me to the point to which Director Stroll referred yester
day; I agree with him in one respect, and differ, of course, 
in another. Of the newly acquired gold, a certain amount 
is taken away, for a longer or shorter time— let us say, pro
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visionally, for an indefinite time— for industrial purposes. 
This is used up for plate and ornamental objects, etc.—  
put into shapes, therefore, which for monetary purposes 
do not enter into direct consideration. This, too, at all 
events— and here I agree with Director Stroll— is a very 
interesting result of our inquiry, that, according to all that 
we have heard— at least in Germany, to begin with— the 
actual consumption of gold in industry has hitherto been 
materially underestimated.

We are for the present surely not sufficiently informed. 
Whether the data in regard to the German gold industry 
which the gentlemen have given are quite correct, remains 
to be seen. Comprehensive data are lacking for Germany; 
very correct ones can, perhaps, not be obtained at all; and 
how the matter stands in the rest of the world we know 
still less. One of the experts mentioned in the inquiry 
that in other countries the increase of gold consumption 
for industrial purposes had not been as great. Now, we 
do not know this for a certainty. At any rate, if we as
sume that the consumption in the German gold industry is 
so and so much greater than was before supposed, that it 
is perhaps twice or three times as great, and that we have 
of late annually used 100,000,000 marks (equal to between
30,000 and 40,000 kilograms) more gold for industrial 
objects; if, furthermore, great sums in the other portions 
of the world are to be likewise reckoned with, this impor
tant result follows: Even in the present period of gold 
plethora the sums that remain for monetary purposes, 
after industrial utilization, are not as great as has long 
been supposed. They are still gigantic when compared
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to a time not long past, but yet much smaller than has 
hitherto been estimated. In the eighties it once came to 
the point— owing perhaps to the too low estimate made 
even then of the amount of industrial consumption— that 
at least half of the gold supply was secured by industry 
and only a scant half remained for monetary purposes. 
The estimates of the present period show that of the late 
great production about 20 per cent— in some years per
haps 30 per cent— was used in recent years for industrial 
purposes. Whether this will not now have to be increased 
is a question which, in my opinion, decidedly requires to 
be considered. If we find that Germany’s share alone 
amounted to between 30,000 and 40,000 kilograms an
nually, we must reckon for the whole world perhaps
150,000 kilograms, possibly even more; as much, may be, 
as 200,000 kilograms; there would then remain at pres
ent, quite aside from the great gold production still ephem- 
erally maintained, only about 300,000 kilograms for 
monetary purposes. How things will go hereafter depends, 
of course, upon the future of gold production; but it de
pends also, on the other hand, upon the further increase of 
the industrial use of gold.

Now this brings us to the further question which has 
been raised by Director Stroll: Can we not interpose ob
stacles to hinder the industrial users of gold at least from 
melting our gold coins? To this I must answer decidedly 
“ No.” It is of the essence of our monetary system, based 
as it is upon the precious metals, and now upon gold alone, 
that we take a material of high specific value as a basis—  
formerly it was both metals, now it is gold alone, which,
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according to modern views is specially adapted for it— and 
that this gold serves at the same time for purposes of 
ornamentation and display. This ancient connection is 
important, too, and is significant for the determination of 
the value, for the steadiness of the value, of silver. If the 
use of silver in industry had risen as much as that of gold, 
we should assuredly not have had the heavy decline in 
the relative price of silver that recent times have exhib
ited, namely, from i to 15^  or 16 to 1 to 35 or 40. This 
free use of coined gold in industry must remain as it is. 
He who does not want it places himself, in my judgment, 
on the basis of a chimera, of money without intrinsic value, 
that wholly untenable assumption to which the doctrine 
of my Strassburg colleague, Knapp, is finally reducible. 
That we can not do. We must adhere to money of in
trinsic value— to gold, then, according to our assumption; 
and the industrial use of it, even of minted gold, we can 
not prevent.

But the measure that has been proposed by Director 
Stroll would also, in my judgment, be fundamentally inap
plicable; firstly, on account of our present views of eco
nomics and of economic jurisprudence; and, secondly, be
cause it would do no good whatever, perhaps even do harm. 
It is proposed that limitations be imposed upon the employ
ment of coined gold for industrial uses. Well, as my col
league Lexis pointed out quite justly yesterday, this is in 
the direction of the old policy, practiced in the middle ages 
and also in later times, of preventing the outflow and melt
ing of gold; and it would lead perhaps to still other meas
ures— to the old plan, it may be, that the state shall have a
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monopoly of the purchase of gold. This in our present 
circumstances— we certainly do not wish to deceive our
selves on this point— can no longer in any way form a sub
ject for consideration. It would mean a totally different 
organization, not only of national production but of the 
whole of our international trade; it can not be thought of 
now. It is, I should say, somewhat similar to the idea of 
the realization of perpetual peace. [“ Quite right.”]

But furthermore: Could we expect to be successful 
with such measures, and how is the thing to be carried out? 
The only way would be— and this was the policy partially 
practiced in the middle ages— to exact a heavy seigniorage 
on gold and to lay this charge on each coin, i. e., in other 
words, we take away from the coin part of its standard 
quantity of gold and thus make it a sort of token coin. 
But then our monetary standard of full-weight coinage 
would be abandoned, and that really will not do. And 
besides this, the thing would not be a success. If we were 
to repeat to-day the prohibition to melt gold coins, say, or 
even if we should make it difficult to use newly coined and 
unquestionably full-weight gold coins for industrial pur
poses, what, in the best case, would be the consequence 
from the standpoint of those who support this idea? That 
industry would then compete in the gold market and there
by perhaps raise the price of gold. That was what really 
often happened in the policy of the middle ages and later 
periods; the gold industry was, for example, forbidden—  
that is, goldsmiths and silversmiths were forbidden— to 
give a higher price for gold bars than did the manage
ment of the mint. The result with us, however, would

402

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



f

be that actually a higher price than that given by the mint 
would be offered by the manufactories working in gold, 
and that, consequently, the buying of gold would be more 
difficult for the German Empire and for the Reichsbank 
which practically represents it in this field.

In short, I believe that the existing state of things can 
not be changed. We must simply reckon with conditions 
as they are.

Now, what, in my judgment, really follows from all that 
I have permitted myself to say is this: We certainly 
must— I beg you not to misunderstand me— for a practi
cally unlimited time, for generations to come, continue 
with the monetary standard and the coinage policy that 
we have hitherto had; we must strive to maintain the 
gold standard. But the phenomena of recent times, the 
insignificant participation of Germany, and of its Bank as 
well, in the acquisition of the new gold possessions of the 
world, the great consumption of gold by industry, par
ticularly German industry, show us that conditions, 
though more favorable in degree, are not so entirely dif
ferent in principle from those that prevailed when our 
great Imperial Chancellor uttered those well-known 
words, which have become classical, that it seemed to 
him that the gold blanket was not broad enough to cover 
everybody. It is now broader, but not as broad as opti
mists often assume. We are, therefore, really facing the 
same question that came up twenty-five years ago, par
ticularly if a diminution should chance to occur again in 
the production of gold— and I think that this, too, will 
have to be reckoned with, at least in the course of a few
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decades— the question whether the world can persist in 
allowing gold to be the one sole standard metal; whether 
even the present immense gold production yields sufficient 
gold for that. This is, at any rate, actually a consequence 
of our having deprived silver of its quality as standard 
money. We undoubtedly allowed ourselves here in 
Germany to be too greatly influenced by the belief that the 
relative value of gold and silver would remain somewhat 
the same as it was in the first half of the nineteenth cen
tury; but it has become entirely different, and this has 
had a great influence upon the condition of our currency 
affairs. And this condition acts, in turn, upon the Reichs- 
bank. We have now that vast quantity of bad silver 
money— 5-mark pieces which are worth only about 2 
marks; the newly coined 3-mark pieces, which, in spite of 
their pretty appearance, are not worth 1%  marks; i-mark 
pieces which are worth only 40 pfennigs. Practical men 
who have discussed this question always say that this 
does not matter at all. Now, we continue to have the 
provision that silver coins of the realm are exchangeable 
for gold on demand, and we must retain it. Have we 
gold for them? Not a penny, separately. Everything 
is always based upon the presumption that all will remain 
calm and peaceful. Gentlemen, I believe there is here a 
very weak point in our coinage regulations that concerns 
our bank management; it can not even now, and most 
assuredly not in critical times, count upon the amount of 
gold required to redeem the silver money and the treasury 
notes, and yet it should be able to count upon it, since 
crises may easily occur. I do not know whether any of the
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other gentlemen have experienced anything of the sort; 
most of them have the good fortune to be considerably 
younger than I am. But when I was a young man, in 
Vienna in 1859, I went through an experience that I will 
tell you about. After long years of waiting, more silver 
money was at length again seen in the channels of business, 
and the Austrians, in their peculiar wray, their light, some
what airy manner, thought it was “ hard” to carry about 
this silver; and when the panic occurred upon the out
break of the Italian war, the depreciation of paper money 
was so great that while in January, 1859, or the end of 
December, 1858, paper and silver were on a par, paper 
fell to 67 at the time of Solferino and silver rose to 150. 
[Hear! Hear!]

We are in a position where we, too, must reckon upon 
the possibility of developments of essentially this kind, 
with our difficult political relations, which are consequent 
upon the mere fact of our geographical situation, and are 
naturally brought about by the entire political development 
of our country. In short, these investigations concerning 
gold lead to this conclusion: We must apply more caution 
and care in regard to the increase of our stock of gold 
if we believe absolutely that we must adhere to gold alone 
as the standard metal, which I do not wish further to 
dispute.

But now the question arises: How shall we acquire a 
greater share of the world’s gold, more particularly of 
the gold newly produced? Here, too, I can only say: 
Ultimately, only through a better balance of trade and a 
better total balance of payments. Yesterday one of the
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gentlemen pointed out in this connection that we ought, 
precisely on that account, to put no difficulties in the way 
of bourse transactions. I am not prepared to accept this 
at once; but I would, on the other hand, say something 
in favor of the commercial policy that has so often been 
attacked by that side. How would it be if the Social- 
Democratic and Liberal voices had carried the day and 
agricultural duties had not been introduced and raised? 
Now, aside from the point that our financial condition 
would in consequence be much more disconsolate still 
than it now is, without the revenue from those duties 
which we positively can not spare, the result would have 
been that we should have had a much greater importation 
still of grain, meat, oils and fats, and such like, and, in 

• so far, a still more unfavorable balance in that respect, 
since in that case the German grain culture would prob
ably have greatly fallen off. Whether we should have 
been able to equalize this by an even more forced export 
of manufactures and whether our position as regards the 
provision of gold would not have become even far worse, 
I shall not particularly discuss. My answer would be in 
the affirmative. For we should then, like England, have 
had to procure far greater quantities of grain from 
abroad instead of drawing, as we do now, upon foreign 
countries for less than a third of the wheat and less than 
a tenth of the rye that we need; and if we could not 
increase our exports of manufactures to a still greater 
extent, we should have had to use other means of payment, 
probably gold also. I believe, therefore, that the situation 
would in that case have been far more precarious still.
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For the rest, we can not enter here into all these great 
questions of commercial policy; we shall accept this policy 
as it is at present.

Now, we rightly concern ourselves with the question 
of further measures, to a certain extent of small measures. 
Here I can only say: I agree essentially with what the 
practical business men have stated. It is, naturally, of 
no significance to a practical man for a theorist to say 
this. [Vigorous dissent.] On the other hand, it is at 
any rate interesting if we theorists agree with the prac
tical men. Here I would first of all express the belief in 
regard to the acquisition of gold that the discount policy 
of the Bank is of essential importance in relation to 
it. In yesterday’s debates the critical condition in the 
United States in the fall of 1907 was specially pointed out. 
But we have for several years back had considerably 
higher interest rates in the Reichsbank and a higher 
private discount rate than have prevailed in Western 
Europe. This certainly shows that this condition can 
not be traced to the period of 1907 and to the American 
crisis. Now it will be made a subject of complaint that 
the raising of the rate of discount by the Reichsbank has 
such a far-reaching effect upon our various industrial 
classes. I am not going to argue that there is no cause 
for complaint, but I can not see that there is any other 
remedy for this industrial situation than an adequate 
raising of the bank rate. In the matter of the monetary 
standard there is no use in looking around for remedies. 
It may be affirmed with reason that the first duty of the 
Bank is not that of granting credits, but of making sure that
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the credits it has taken are secure, or, in other words, of 
making the public have absolute faith that its notes will 
be redeemed at any moment, and redeemed in gold, and 
that all depositors can get gold for their deposits. To 
this end the Bank must adjust its discount policy. If it 
were to act in a light-minded manner, it would have to 
pay the penalty in one way or another.

The question arises as to whether we have not some 
other means at our command in the matter of the Bank’s 
policy than this operation which we call applying the dis
count screws. I do not believe we have. In France, 
when the bills are being sorted with reference to the pur
poses of those who hand them in, a distinction is occa
sionally made with reference to whether or not the gold is 
wanted for export. Perhaps this will be done here also, 
every now and then. But whether this sort of thing is 
actually practicable, whether there are sufficient facts on 
which to base a conviction, whether it is wise or feasible 
in the existing state of our economic system to restrain 
the exportation of gold, these are questions in my opinion 
which, to say the least, require an answer.

There remains the oft-mentioned subject of a premium 
on gold. Here, too, I admit that I am altogether in 
accord with those who handle these matters in practice. 
I thought otherwise at one time, but that was a time when 
I was not yet unreservedly in favor of a gold standard, 
pure and simple, for Germany. If I stand by it now, I 
can not very well advocate a gold premium policy. Even 
a nominal premium on gold signifies conversely that bank
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notes are below par. I do not see how there can be any 
doubt about it.

[Movement of approval.]
In France the state of things is different. There, in 

addition to the gold coins, there is a silver coin which is 
placed on a level with them as a tender, the 5-franc piece, 
still in circulation in large quantities. We have nothing 
of the sort and for good reasons. Therefore I am unal
terably opposed to such a gold premium policy in the 
case of a straight-out gold standard, and I have nothing 
to add to what our practical men have said, and in my 
opinion with perfect soundness, in regard to this point.

From this I come naturally to the question of the buy
ing up of foreign bills and the permanent investment in 
such bills on the part of the Reichsbank. In this matter 
the example of the Oesterreichische Bank has been ad
duced as a sound one and as an example that might be 
copied. I have been glad to see that we North Germans 
can once in a while make up our minds to take a lesson 
from Austria. As a rule, we act in such a manner as 
though Austria were bound to occupy a second place in 
such matters.

[Movement of disapproval.]
Never mind, gentlemen. There is many a thing that 

they have managed better in Austria than we have here, 
and particularly in what pertains to industrial and finan
cial administration. This is due, perhaps, to the fact that 
in Austria everyone connected with the law is obliged to 
make a serious study of political economy. He has to
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stand an examination. There is no such thing here, and 
now that I have touched upon this point I shall take the 
liberty of digressing a little further. What I am going to 
relate took place some time ago here in Berlin. I have 
told the anecdote already more than once, but I am not 
afraid to tell it again. A student was asked at his exami
nation for a government position: “ What is the mean
ing of direct and indirect taxes?” He was absolutely 
unable to answer the question. [Laughter.] Well, older 
and more intelligent people are occasionally in the same 
fix. [Laughter.] My colleague, who was relating this 
occurrence to me, then asked me in an ironically jocular 
manner: “ But can not a student learn this difference 
from your lectures?” “ If he does not cut his lectures, 
he can easily learn it,” was my reply. But here comes the 
funniest part. I thereupon asked my colleague: “ But I 
hope you did not allow such an ignoramus to pass?” He 
replied: “ Do you suppose I could be so cruel as to make 
him flunk?” [Laughter.] What I want to say, gentle
men, is that our officials need a better education; they 
ought to know more about matters pertaining to political 
economy, just as is the case in Austria.

(A voice: “ And in South Germany, too.” )
Doctor W a g n er . Yes, in South Germany, too— in 

Bavaria and Saxony, let us say. It is a fact that in 
this respect the rest of Germany has got the start of 
Prussia.

But let us return to our subject. Do we want the 
Reichsbank to invest in foreign bills along the lines that 
we see pursued in Austria? We do, but within proper
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bounds. I am convinced that my esteemed colleague, 
Doctor Lexis, was right in insisting yesterday— I believe 
he was seconded by one of the members— that if the for
eign bills are to be accounted part of the legal gold reserve 
against circulation the amount must be a very limited one.

[“ Quite true!”]
The amount suggested was 50,000,000 marks, 60,000,000 

crowns being the amount in Austria. This figure is, of 
course, a rather arbitrary one, but it may be about right. 
The thing can be done only on something like this scale 
or perhaps even a somewhat more modest one. Other
wise, if we were to introduce regularly the system of for
eign-bill reserves in place of gold reserves two large banks 
could agree among themselves simply to exchange their 
stocks of domestic bills and to have no gold reserve left at 
all. The Germans could say: “ We have Austrian bills;” 
and the Austrians, “ We have German bills.” The end 
would be that we should be at a stage which we can hardly 
regard as very desirable. Consequently this laying in of 
foreign bills ought to be pretty well restricted.

We now come to the question of advances without 
interest for gold imports. These are practical questions, 
gentlemen, and if a mere theorist ventures to express his 
views about them he has to confess in advance that he 
can do this only “ errors excepted.” I will say, however, 
that the scheme strikes me as a good one— I agree in this 
with President Havenstein— a better one than that of 
absolutely obliging the Reichsbank to buy gold, as is the 
case in England. The Bank of England is obliged to 
buy all the gold that is offered to it at a fixed price
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(£3 17s. 9d. for the standard ounce), paying for it in 
bank notes, which may immediately be exchanged for gold 
coin. To tell a bank “ you must” at a certain fixed 
price— in the case of our bank, say 1,392 or 1,395 marks—  
that I regard, gentlemen, as going too far. The bank, on 
the contrary, ought be permitted to have a free hand in 
this matter. There may be a time, perhaps, when in order 
to meet the stress of a gold stringency it may even go 
above the coin price of 1,395 marks; but this is its own 
business, and it must be left to act according to its own 
discretion. It may be urged, perhaps, that this function 
ought not to be intrusted primarily to the Reichsbank, 
but to the imperial government, as such; say, to the bureau 
of coinage. But the fact is that the Reichsbank has once 
for all the function of regulating the currency and is more 
directly concerned with the operations relating to the 
gold supply than is the administration of the mint, and it 
is therefore more expedient that it be charged with the 
business in question. Of course, it must be ready to 
thrust a certain pecuniary interest of its own into the back
ground. From what I can gather, the Reichsbank has 
itself held this view of the matter. The sums in question 
are indeed not so large as to play any role by the side of 
the regular profits of the Reichsbank.

The question is, Can we succeed through these secondary 
means in increasing the supply of gold, particularly in 
times of financial crisis? I believe that the answer will 
be that we probably can, but not in a very substantial 
measure. A much more effective means, it will be said, 
is to improve the balance of trade and the international
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balance of payments. This is the fundamental task, and 
herein likewise I agree fully as a theorist with our men of 
practical affairs. This is about all that I have to say 
regarding the matter of gold importation.

In regard to the outflow of gold, the so-called premium 
policy has already come up for discussion in this body. 
I am one of those who are convinced that the scheme 
ought to be rejected. Otherwise, I believe, wre should 
have to abide by the logical consequences and make a 
radical change in the matter of our monetary standard. 
But when we have once for all made the gold standard our 
own, when we have laid down a special principle of law—  
and I wish to express this in terms of a legal formula—  
that everybody has a right to dispose of a gold coin in 
the way he chooses (this being a logical inference from 
the premises), then we have no right to place any special 
obstacles in his way if he should happen to make up his 
mind to send his gold out of the country. We have to 
put up with this even if it should on some occasions 
injuriously affect the money market. This is also a logical 
consequence of a gold standard, pure and simple. And 
in this matter also we have uniformly had the experience 
that the world is round and that it rotates; the gold that 
goes out can just as easily come back to us. But this 
question is closely connected with another, one which I 
am not prepared to discuss at length just at the present 
moment. A word or two, however, can do no harm. 
We do not really know— the question has been repeat
edly discussed— how much gold there is actually in circu
lation in this country. The estimates are altogether
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unreliable, including the one, it may be added, which is 
the basis of all other estimates— that published by the 
United States Mint. The figures of the United States 
Mint are considered especially trustworthy. Can you 
tell me why? The Americans have no means of knowing 
better than we ourselves. They give regularly the 
figures that are communicated by their legations in the 
various foreign countries. Well, where do their ambas
sadors get these figures ? They have got to get their data 
first from others, and so they question the bankers, pri
vate bankers, and merchants. These, however, have very 
little trustworthy information on the subject. In short, 
the data regarding other countries, as well as those regard
ing Germany, are more or less conjectural. They may be 
perfectly accurate, or they may, for aught we know, 
depart as much as io per cent, or who can tell how many 
times io per cent, from the reality? Do you consider 
that it would be practicable to act on the suggestion of 
Herr von Gamp and undertake a census? Of course, if 
that were feasible, it is the very thing I myself should be 
in favor of doing. But whether it is feasible, that is the 
question. Can we really expect to get accurate and 
reliable information regarding the amount of gold coin 
each person has circulating in business? Of course, the 
managers of the public funds and the large banks, and 
perhaps also some intelligent business men and private 
individuals, will give correct returns, but how are we to 
go about it when it comes to the great mass of the people? 
They will at once, just as in similar matters, such, for 
example, as the interrogation with reference to tax assess-
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ments and the like, suspect that there is something behind 
it. They will make no returns or else make false ones. 
There is no way of forcing people, and it would be impos
sible to devise a system of penalties for the purpose. 
Every statistician knows that in the matter of the statis
tics of population it can be shown— by reference, for exam
ple, to the church registers— that the ages of male persons 
are often reported too high, while females on an average 
are made to be younger than they are. Such a census of 
gold coins may therefore be characterized as a thing desir
able in the abstract, but as something that is not practi
cable. The policy we ought to pursue becomes thereby 
all the more evident. Let us begin by reckoning upon a 
smaller total. It is not necessary to assume that there 
is as much as three and a half billions of gold in circula
tion. Let us take a smaller figure as a basis and adjust 
our whole monetary and banking arrangements accord
ingly. This may result in some hardship here and there, 
but in such matters it is better to exercise a little fore
sight than to be too easy-going on the supposition that 
our stock is so much larger. In any case it is well to rec
ognize the fact that it is desirable to have a goodly share 
of gold circulating in the channels of business in order 
that we may have a large reserve for times of emergency.

And here we come to a question in regard to which I 
shall say but a few concluding words. If, as is the case, 
we drive our gold from circulation in times of peace by 
means of small paper money and banknotes of low denom
ination, just as we drive out our treasury notes with our 
inferior silver currency, there is no doubt in my judgment
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that we are diminishing these reserves altogether too much. 
It is a great mistake to allow this to take place on such a 
scale in peaceful times. We can not prevent gold from 
sometimes flowing for a while from the bank into the gen
eral circulation. There is a prejudice among the public, 
one which I believe is in a measure justified, against small 
paper money and banknotes of low denomination (in which 
I include only the 20-mark bills and not the 50-mark 
bills) in part for aesthetic and hygienic reasons and on the 
ground of convenience and other considerations. I have 
been for years in countries having a paper currency, in 
Austria and Russia, and more than once in Italy, and I 
can say that I have never taken kindly to small paper 
bills. It goes against one’s grain to be all the time com
pelled to handle instead of the actual metallic money, 
which is better adapted to the purpose, these dirty bits of 
paper currency. They can not help getting dirty; you 
can see it on our small 5-mark and 10-mark treasury bills. 
We have to reckon, then, with this constant flow of gold 
into the general circulation.

In a calculation which was put forth here yesterday, 
with reference to the extensive use of gold in our manu
factures, as well as to the increase of population, with the 
resulting increased demand for money for the purposes of 
circulation, and in particular the demand for gold, it was 
shown that we need annually for these purposes from
150,000,000 to 200,000,000 marks— that is, between 60,000 
and 70,000 kilograms of gold. If this should turn out to 
be true and if we can not devise any means of providing 
a substitute for such a sum of money for the needs of
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business, we are once more confronted with the critical 
question as to whether Germany is actually in a position 
to draw annually upon the world’s output of gold to the 
extent represented by these figures (so and so many thou
sand kilograms) and to retain this quantity permanently 
in her possession. This is an aggravation of our situation 
with which we have got to reckon. The secondary rem
edies at our command are incapable by themselves of pro
ducing any adequate result, and to the extent that they 
have an effect they are apt to interfere with the stability 
of our monetary standard. It is only by spreading the 
conviction abroad that it is possible under all circum
stances to obtain banknotes for gold in Germany that you 
can cause our foreign bills to be considered as good, so far 
as the standard of value is considered, as the English 
bills. In this matter I likewise agree with our practical 
men, and I am especially in accord with what Herr Fischel 
has said on the subject.

This brings me to the suggestions put forward by 
Herr Fischel. I have learned a great deal from him in 
particular in the course of this inquiry, and much in 
regard to the point we are discussing. I think we ought 
to do our best to carry out the schemes which Herr 
Fischel has proposed. As to whether we can succeed, 
Herr Fischel himself is not quite certain; it is doubtful 
in any case. But the attempt is by all means worth 
making, and I venture to make the suggestion— we 
have not yet reached the point of reckoning on the gold 
that our African colonies have begun to yield— that we 
try to see if we here in Germany can not get the Russian
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gold, which is nearest to us, as we have all kinds of indus
trial and commercial relations with Russia, to come in 
considerable quantities to the Berlin market. A begin
ning has indeed been made already. Is it not worth 
while to make an effort to create a regular market for 
the importation of the Russo-Siberian gold? If we 
succeed, we shall have scored a decided gain. But in that 
way we shall excite the jealousy of England, people will 
say. Well, gentlemen, there is no help for it. We are 
always exciting her jealousy; we are doing it most un
mistakably, for we are pretty strong competitors, and 
the English are not going to allow themselves to be 
fooled with fine words, no matter whence they come. 
[‘ ‘ Quite true. B ravo. ” ]

We have to do what the German merchants have 
been doing. Their position was not always what it is. 
now, and just see to what a position they have attained! 
In regard to this, I want to say: “ All honor to the Ger
man merchant, to the German business man.”

And now permit me to add a concluding remark, a 
personal remark. The charge has been brought against 
us from various sides— because in some of the things that 
the public has had to deal with, we theorists have as
sumed an antagonistic attitude— that we are the foes of 
those who engage in commercial and industrial under
takings and of merchants in general. We are far from 
it. But for all that we must be permitted to express 
ourselves freely in regard to individual questions. 
[“ Bravo.”]
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The C h a i r m a n . Geheimrat Lexis has the floor for a  

brief remark.

Doctor L e x i s . I shall take the liberty, with reference 
to the question of the gold census, to suggest, or rather 
recommend, a means which may possibly enable us to 
arrive at an approximate idea of the amount of gold 
coin that has accumulated since the beginning of the 
new coinage. What we have to do is to examine at a 
particular time the stock of gold in the Reichsbank and 
the various public treasuries and ascertain the relative 
amounts that are left of the coinages of the individual 
years. We shall find that so and so many per cent of our 
coins date, for instance, from 1886, and so and so many 
per cent from 1887, our calculations being based on the 
proportions found to exist in the Reichsbank and 
the public treasuries. Now we know how much gold 
was coined in each of these years, and so we can take 
the respective ratios and compare them, and thus make 
a rough estimate of the proportion of old coins in our 
stock of gold. We shall have to ask, for example, 
whether the ratio of the existing amount of gold coin of 
the year 1879 or 1880 to the total coinage of that year 
is a smaller per cent than the corresponding ratio in the 
case of newer coins. This is wrhat we have to find out, 
and then on the strength of these ascertained facts we 
shall be enabled at least to establish some sort of math
ematical basis from which we can draw conclusions, 
which, if they do not go beyond probabilities, will, at 
any rate, be in some measure an answer to our inquiry. 
It is not necessary for me to enter here into the details
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of such a count. All I wish to say is that there is a 
way of arriving at some sort of an estimate that will be 
of interest to us.

Doctor S c h m i d t . Gentlemen, in the course of these 
debates much space has been devoted to theoretical dis
cussions respecting the balance of trade and the balance 
of payments. The balance of payments pursues a very 
tortuous path and the speakers have laid stress upon the 
fact that in the settlement of the international balance 
shipments of gold play but a very subordinate part by 
the side of the exchange of securities, the placing of 
German issues abroad, the floating of foreign loans in 
Germany, and the passing out of foreign obligations 
from Germany. In regard to the floating of foreign 
securities, it has been pointed out that the imperial 
government is able, without the actual exercise of con
stituted authority, to exert sufficient influence upon those 
engaged in the business to prevent the floating of unde
sirable securities. If we had legal regulations to the effect 
that the admission of foreign securities to the Berlin 
Bourse shall be made contingent upon the sanction of 
the Imperial Government, the Government would be 
provided with a lever that would enable it more effectively 
to assert its political and economic position with respect 
to the outside world. In France, as everyone knows, 
the Government has the right to decide, through the 
agency of the minister of finance, regarding the listing of 
any particular obligations on the Paris Bourse, and there 
is no need of telling you to what an extent, owing to the 
importance of the Paris Bourse, the French Government

420

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8
is in a position to exercise pressure, in a political and* 
above all, in an economic sense, upon countries seeking 
to obtain admission for their loans. The French Gov
ernment makes this admission dependent upon certain 
concessions of a political or commercial character by 
giving its sanction on the condition of greater favors 
shown to French industry.

To a certain extent our Government already possesses 
these powers, as was pointed out yesterday by Herr 
Fischel and Herr Roland-Liicke. Should the question 
have to be considered of establishing these powers on a 
constitutional basis, by the enactment of a regulation 
providing that the listing on the German Bourse be made 
contingent on the sanction of the imperial commissioner, 
it would be well, of course, to consult the wishes of the 
Government in the matter, as it would naturally be 
reluctant, as we are told, to have such sanction bear on 
its face the official sanction of the Imperial Government. 
I believe, as was stated by the speakers yesterday, that 
the existing state of things suffices to enable the Govern
ment to hold up undesirable loans or prevent their being 
placed at an inopportune moment.

The balance of trade has been discussed over and over 
again in detail, and we have been told that Germany 
imports foreign commodities to the annual value of
8,500,000,000 marks, which is 1,500,000,000 in excess of 
its exports. We shall certainly have to try to make our 
balance of trade more favorable or, at least, less adverse, 
by carefully attending to our export business and per
haps also by narrowing our imports so as to accus
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tom ourselves to use more of our own products and 
less of those of foreign countries. We are not bound in 
this connection to turn our thoughts just to French 
champagne and think of our domestic product (laughter); 
but what I have reference to is the apparel that we 
wear, the Parisian garments and millinery, to which our 
ladies take perhaps too readily. There is no doubt in 
my mind that we shall find a whole array of foreign 
articles for wrhich we could substitute those of our own 
manufacture.

In my opinion the importation of gold should not be 
regarded as essentially different from that of any other 
article. Just as we are obliged to import grain into 
Germany, cotton and wool and tin, and the copper for 
our copper works and electrical establishments, in order 
to satisfy the demand for them, so we have to import 
into Germany the gold for our gold industries and the 
gold that constitutes the backbone of our currency, as 
far as it is needed to meet the demand, and, with our 
imports amounting to 8,500,000,000, we ought, I believe, 
to have no special difficulty in procuring annually the
200,000,000 that are required to keep up our supply of 
gold on a par with the growth of our population. When 
we have to deal with such a sum as 8,500,000,000, a 
couple of hundred millions represents a very small per
centage indeed.

I do not mean to say, however, that we should simply 
leave it to our commerce to procure each year this quan
tity of gold that Germany requires. This should be, in the 
first place, the business of the Reichsbank, whose duty
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it is to regulate the circulation. And it is, above all, 
desirable that the Reichsbank shall strive with all the 
means at its command, from the most weighty to the 
most humble measures, to keep its stock of gold up to as 
high a level as possible. We have heard from Geheimrat 
Wagner what a small fraction of the increase in the 
world’s gold in recent years has come to the share of 
Germany. This appears to be due to the fact that the 
Reichsbank in the past few years has relegated the matter 
of gold imports to commerce in a greater degree than it 
has itself been active and energetic in providing the 
requisite means for promoting it.

Chief among the means that have been proposed is the 
discount policy, which is to have the effect of attracting 
gold and of preventing its outflow. Undoubtedly the 
discount policy is a very effective means of facilitating 
the importation of gold and of obstructing its outflow. 
It is not absolutely true, however, as we heard it stated 
here yesterday, that gold flows toward the place where the 
rate of interest is highest, a condition which is to be 
brought about by putting up the rate of discount. We 
were ourselves told yesterday that the Reichsbank has 
gold credit balances abroad to the sum of about 50,000,000 
marks, on which it is getting perhaps 1 per cent interest, 
while here the Bank is charging 5 per cent on loans secured 
by imperial bonds, and even in the case of the large sums 
on which it has to pay the excess-circulation tax it has to 
turn over 5 per cent to the imperial treasury. You see, 
therefore, that it is not a universal and irrefragable propo
sition that gold seeks the locality where it can earn the 
highest interest; that there are other determining factors.
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The foreign-exchange policy has been warmly advocated 
on all sides. We have been told that it is absolutely 
necessary for a bank in Germany to keep a stock of gold 
bills in order, when exchange is unfavorable, to prevent 
gold from being exported as long as possible by satisfying 
the demand through these bills. There are some objec
tions to this, however, when the total investment in 
foreign bills reaches inordinate dimensions; for the laying 
in of a supply of foreign bills amounts to just this: That 
in the case, for example, of bills on London, or, in other 
words, English bills, the Reichsbank discounts at \ l/2 per 
cent, while it discounts German bills of the same class at 
4 per cent. This is like favoring the outside world, 
granting credit to foreign countries at a lower rate than 
to our own country, so that our business world is in a 
measure placed at a disadvantage, especially if the 
Reichsbank allows its discount policy to be influenced by 
these investments.

It has been proposed to reckon these foreign bills in 
the Reichsbank’s gold reserve, but serious objections have 
been raised to such a proceeding, objections in which I 
fully concur. It is proper, however, that the bank should 
take these investments into account in weighing the cir
cumstances that guide it in settling upon a rate of discount 
When the Reichsbank is paying a tax on excess circula
tion and consequently can not by any means lower its 
rate of discount, it will have to regard the total sum 
invested at a low rate of interest in foreign bills as so 
much to be deducted from the amount of bank notes it 
can put in circulation above the regular quota. These
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considerations, which enter into the counsels of the 
Reichsbank, fnore especially in its private capacity, 
should by all means be allowed to assert themselves in 
order to protect German industry from the handicap 
that would result from the necessity of maintaining a 
high bank rate, the official rate of discount, merely because 
the Reichsbank has invested in a large stock of foreign 
bills on which it gets an extremely low rate of interest.

The other means of drawing gold into the country have 
been successfully applied by the Reichsbank this very 
year, to the great satisfaction of all the members of this 
commission, and we can only urge it to continue consist
ently on this course. To get as much gold as possible 
from abroad must ever be the main endeavor of the 
Reichsbank, and every facility must be provided that 
will tend toward that end. Our existing monetary regu
lations in reality impose a tax on gold imports. If 
anyone imports bullion into England to the value of 
■ £U395> he gets for it exactly £1,395 in coin or bank notes. 
But if he brings bullion into Germany to the value of 
I »395 marks, he gets for it only 1,392 marks in bank notes. 
This seigniorage represents in a measure a duty on gold, 
which, of course, makes it considerably more difficult to 
import it. It is therefore well worth considering whether 
it would not be well, following the example of England 
and the United States, for the Government to reimburse 
the Reichsbank for the expense of coinage. The Imperial 
Government derives such a large profit from the coinage 
of nickel and silver currency that it can well afford to 
regard the expense entailed by the gold coinage as offset
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by such profit. As it is, the bank would probably be 
able ultimately to defray this cost out of its own pocket. 
In any case, in order to facilitate the importation of gold, 
we shall have to do away with this impediment and to 
let the importer get the value of his gold in bank notes or 
in coin.

The advancing of funds without interest is certainly an 
excellent means of securing for the Reichsbank a part of 
the world’s gold product. There are still possibly other 
means that may be tried, as, perhaps, the higher valua
tion of the gold coins that circulate in international 
trade; for example, sovereigns and 20-franc pieces, which 
at the present time pass strictly by weight and fine
ness. The importation would be greatly encouraged if 
the bank were from time to time to fix the purchase 
price for the various coins. This would facilitate the 
arbitrage business and make the importers and bankers 
feel safer, so that each can say to himself that if he comes 
with, say, 500,000 sovereigns to the Reichsbank in Berlin 
he will get so and so many million marks for them. There 
is the danger, it is true, one that has already been pointed 
out, that in this way a quantity of underweight coins—  
of course, they have all to be up to the passing weight—  
may get in, so that more than 1,395 marks will be paid 
for every pound of pure gold in the coins. But the supply 
of foreign gold coin is mainly laid in against a financial 
crisis, when gold leaves the country and the rate of 
exchange rises so high as to compel an exportation of 
gold, and we must remember that the most important
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foreign bill is that drawn on London, the rate on which 
we have seen go up to 20.70, par being 20.43.

I am delighted, therefore, to see that the Reichsbank is 
taking measures to secure accessions to its stock of gold 
from abroad, and I trust that it will pursue this policy 
with vigor. For nothing short of a large supply of gold 
in the Reichsbank will enable us to regard with less anxiety 
the outflow of the metal from our country. If the Reichs
bank had a stock of, say, two billions, which I do not 
regard as something unattainable, it could afford to look 
on without any particular concern when gold to the 
amount of 300,000,000 is withdrawn from the country in 
the course of a quarter of a year, just as the Rank of 
France does at all times. If we could carry out the scheme 
of making Germany a gold market that would attract a 
considerable quantity of the gold produced in the world, 
the result would certainly be most gratifying. As we our
selves produce no gold, we are dependent for the main
tenance of our gold supply on the product of other coun
tries. If the refining of this gold could be done in Ger
many and a market created for the metal, it would be 
easy for the Reichsbank to have a considerably larger 
supply. I hope we shall succeed with this project. %

Mr. F i s c h e e . After the various technical and extremely 
interesting expositions to which we have been listening, 
I must confess, gentlemen, that it is with some reluctance 
that I rise to address you. Our chairman, however, has 
expressed a distinct desire that each member of the com
mission shall make known his views, and it is this that

427

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N a t i o n a l  M o n e t a r y  C o m m i s s i o n

induces me to take the floor, although I fear I have little 
that is new to tell you. I therefore ask you in advance 
for your indulgence, all the more as I am afraid I shall 
not be very concise.

A number of concrete questions have been submitted to 
us on the question sheet, and at first sight it may seem as 
though they might be answered in a few words. This is 
not the case, however, in my opinion at least. For these 
questions may almost be said to contain an element of 
hypnotic suggestion. They exert a hypnotic influence 
upon us, carrying our thoughts back to the troubles that 
we experienced at the close of the past century, troubles 
which we have fortunately overcome. All the same the 
phenomena were of such a serious character that we natu
rally keep reverting to them for a time, and we feel im
pelled to improve our conditions wherever improvement is 
called for. We have, therefore, in the first place to ask 
ourselves whether there are any evils that we have to rem
edy. What are these evils, and is there any way of getting 
rid of them wholly or in part, or of mitigating their influ
ence; and if so, what are these means?

In my opinion the evils have been of a twofold char
acter ; On the one hand, we have witnessed a most pro
nounced upward movement, which, as has already been 
pointed out by a number of the speakers, and especially 
by Herr Roland-Liicke, has partially overshot the mark. 
But there was another evil which I should particularly like 
to discuss, consisting in the fact that the mechanism of 
exchange at our command had not been organized before 
in such a way as to meet the demands of even a normal 
economic development. I think it is important for us to
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discover the reason of this backwardness of our monetary 
system. At any rate, it was the conjunction of these two 
circumstances that produced such a difficult situation in 
the past year. To this was added the acute financial crisis 
in the United States, which occurred at a most inoppor
tune time for Germany and made the situation so much 
the worse. But I feel sure that it would be a great mis
take on our part to regard this circumstance as the sole 
cause of all the troubles that we have experienced. It 
was only the last drop in the bucket. Even without the 
panic in the United States, we should, in my opinion, be 
compelled to face very serious difficulties.

I do not hesitate to say this, inasmuch as we have 
weathered these storms safely and are now fortunately 
able to discuss these things calmly and to see them some
what more clearly than we could have done the past year. 
I desire to say also that I am much gratified with the 
meeting of this commission of inquiry. I have learned 
much in the course of this investigation, especially from 
our scientific men, and I deprecate the notion that science 
and practice are necessarily at odds in this matter. I do 
not believe that we practical men are inclined to under
rate science. On the contrary, we have the greatest 
respect for it as the foundation of our practical deductions, 
and the conclusions which it draws from its reasonings, 
as well as the intellectual tasks which it performs day by 
day, facilitate our labors and inspire us with greater 
confidence.

In the course of the hearings of the experts there were 
loud complaints of the high rate of interest which we in 
Germany had to endure. I, for my part, regard the rise
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in the rate of interest which we have witnessed as a very- 
necessary and wholesome, even if a very distressing, 
remedy and as one absolutely indispensable under the 
circumstances. In regard to the first-mentioned evil, the 
wave of high speculative values on which we were borne 
aloft, I am sure that no one is going to tell the Reichsbank 
that it should, or that it can, by whatever means it may 
have at its command, make its influence felt in a decisive 
way with respect to such a conjuncture; a general feeling 
of optimism will always lead a community in times of 
good business to overtax its strength and endeavor to 
accomplish too much. It is not within our power to 
prevent this. It has, however, frequently happened in 
financial crises— as history has taught us— that the banks 
of issue have exposed themselves to the charge of having, 
through their action in the matter of the rate of interest, 
and through an over granting of credit, hastened the 
course that business was taking. I do not see how in the 
case which we have been witnessing such a charge could 
be brought against the Reichsbank. On the contrary, it 
began at an early stage, by putting up the bank rate, to 
issue warnings, and to curb the immoderate pace of busi
ness. The managers of the bank were but too often 
criticised on this very account, but the subsequent course 
of events showed convincingly the wisdom of their policy.

Nothing is more dangerous than when a vessel under 
full sail is suddenly caught in a storm. The prompt orders 
of the Reichsbank to furl the sails were no doubt inter
preted in an unfriendly spirit by some of the passengers 
who were anxious to sail along as fast as possible. I am
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convinced that we owe to the Reichsbank the fact that we 
brought our ship into port comparatively safe and sound.

I consider it a matter not admitting of any doubt that 
the raising of the bank rate is a means which the Reichs
bank is bound to adopt in such a situation and under 
all circumstances, regardless of the criticism which its 
actions may provoke among certain classes. It has to 
make use of such means, not merely in order to improve 
its own position, but also with reference to the whole 
economic situation. I regard the discount screws—  
screws are never pleasant things— [laughter] as abso
lutely necessary in order at a time of unusual industrial 
expansion to oppose a barrier against inordinate activity. 
In this sense I should, of course, consider the workings 
of the discount policy most salutary. As for the effects 
in other respects, and in particular the effect upon the 
monetary movements, I shall take the liberty of re
verting to them later on in the course of my remarks.

I have referred to another evil— the inadequacy of 
the monetary mechanism which we had here in Ger
many to satisfy the needs even of a normal development; 
or, in other words, the insufficiency of our circulating 
medium. It will perhaps be found practicable in the 
future, if we can not do away with it altogether, at 
least to mitigate this evil to some extent. I am not 
anxious to engage in the dispute relative to the factors—  
be they the inordinate demands of industry, the immod
erate granting of credit, or the rise in prices, or some
thing else— that are responsible for the excessive de
mand for the instruments of exchange which has marked
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the recent tide of overproduction and overspeculation, 
for I believe that what has occurred was something 
quite natural and not at all surprising. We shall never 
be able to do away with the ups and downs in our indus
trial development, and it would by no means be desir
able— and I agree herein with some of the speakers who 
have addressed you— that we should attempt to do it. 
A resort to the means at our command for this purpose 
would only interfere with the natural process of devel
opment and cause us to sink below the level of other 
nations, for we should only be curbing individual activ
ities and personal initiative, and restraining that free 
action which in other respects is so salutary.

I propose to demonstrate to you, gentlemen, by means 
of a few figures, that we had been lagging behind very 
much in the matter of our currency. I will ask you in 
this connection to glance over the statistical data which 
the Reichsbank has placed at our disposal, as they throw 
much light upon this very matter. We find, on page 14 
of Table I, that in the year 1898— that is, ten years 
back— the Bank had in its vaults on an average 850,000,000 
marks in gold and that in 1907 the amount was 843,000,000 
marks. We read, on page 23, that in 1898 the Bank had in 
circulation notes to the average amount of 1,124,000,000 
marks and in 1907 to the amount of 1,478,000,000 marks. 
With an increase, therefore, in the circulation of 354,000,000 
marks, there was a decrease of 7,000,000 marks in the 
metallic cash. The amount of notes not covered by metal 
increased from 274,000,000 marks to 635,000,000 marks. 
This in itself, irrespective of the above-mentioned reason,
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would impel the Reichsbank to proceed more or less 
cautiously with its discount policy. The wish, so fre
quently expressed, for a permanently lower rate of 
discount is hardly in keeping with the situation created 
by a constantly increasing amount of uncovered bank 
notes. We can readily conceive that the increase in the 
currency in the course of the past ten years conditioned 
by the natural and normal increase of business, as well 
as by the excessive strain of capital and credit, had 
necessarily to be in the form, first of all, of an increase in 
the bank-note circulation. But the increase in such 
circulation should be accompanied by a strengthening of 
the metallic reserve on which it rests. If this is not the 
case, the time is bound to come sooner or later when we 
shall find ourselves in the situation in which we were 
toward the close of last year— of having to keep such 
anxious watch over our metallic reserve and of being 
made so uneasy by each successive withdrawal of gold as 
to be obliged to resort to the most drastic remedies. 
What we are bound to do, in my opinion, is to take per
manent steps to have a larger quantity of gold than we 
absolutely need, a much larger quantity, for we must be 
prepared not merely to meet any possible internal crisis, 
such as is apt to occur in such a highly developed and 
progressive country as Germany, but also to face the 
disturbances in the industrial life of other nations with 
which we are permanently connected by international 
relations. Only in this way can Germany hope to main
tain permanently her position in the world’s market and 
as one of the chief seats of international financial opera
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tions. And the maintenance of this position is of great 
importance not only with respect to the industrial situa
tion of Germany but also as affecting her political position 
among nations and her relations, commercial and finan
cial, with other countries.

Now, the question that we ought to put to ourselves 
is, What is the reason that the development of monetary 
mechanism has not kept pace with the needs of business? 
This is a most difficult subject, and all the more difficult 
in that in all one’s utterances one has involuntarily an 
eye on the future, while, in order to form a judgment 
regarding conditions, it is necessary to go back to the 
past for even partially reliable premises. In my opinion 
the trouble does not consist exclusively in the fact that 
too much gold has found its way into the channels of 
domestic business, but also in the circumstance that the 
accession of gold from abroad has at times been inade
quate. The existing output of gold in the world is ample 
enough, I believe, to meet the needs of every country 
in which this metal is the monetary standard, after making 
every allowance for the increasing demands of industry. 
If this has not been so evident on its face in the last few 
years as we might perhaps have anticipated from the 
actual size of the product, it is to be explained by the 
fact that so much of the gold has found its way to new 
territory to meet the needs of countries which have 
sought to place their currency upon a solid gold basis 
in place of an unstable monetary standard. To these 
countries belong Austria, Russia, Italy, Argentina, and 
others. They have absorbed gold on such a scale that
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the inflow greatly exceeded the quantity that would 
have been required to meet the normal increase in the 
circulating medium. The gold product of single years 
had to be drawn upon in order to fill the gaps resulting 
from the failure to bring into requisition the product of 
many former years. Had it been a question merely of 
meeting a normal demand, the quantity of gold obtained 
from the earth that would be at the disposal of other 
countries would without doubt have been so large that I 
can by no means share the apprehension that a sufficient 
supply would not have been left for Germany.

In the attempt to explain the fact of our not having 
obtained a sufficient supply of gold, the matter of the 
balance of payments was extensively dwelt upon, but 
this is a subject, gentlemen, that I can approach only 
with great hesitation. There is no doubt that a very 
favorable balance of payments furthers the importation 
of gold. How do we stand in this regard? The balance 
of payments comprises a number of factors, among them 
some that we are not able to calculate with certainty, 
lo  establish an equation out of a number of unknown 
quantities is in itself not a particularly alluring task. To 
begin, however, with the most important factor, the bal
ance of trade, we can set it down as some progress at any 
rate that the fact is recognized that in the commercial 
intercourse between nations it is not the balance of trade 
by itself that is the dominant circumstance, but the entire 
balance of payments. But we are still far from the point 
of being able to ascertain the figures of the balance of 
trade with absolute accuracy. The employees of the
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statistical bureau, I am convinced, are discharging their 
duties most zealously, but they can, of course, do no more 
than work up as much as is offered to them. In most 
countries the statistics of the balance of trade are con
scientiously prepared. In spite of this we come across 
some queer showings. We find that the total of the 
imports of all countries taken together does not agree by 
any means with the total of the exports. We find this 
in the crassest way if we take, for example, the exports of 
a particular country, say England, to one of the South 
American States and compare the figures in the British 
statistical tables with the figures concerning imports 
from Great Britain in the statistics of the transatlantic 
country in question. There is frequently such a discrep
ancy between the figures that we can see at once that 
there is no possibility of getting an adequate presentation 
of the figures of the balance of trade. As a general thing 
the errors are in the direction of making the excess of 
imports greater than it actually is.

I am convinced that this is the case with Germany. 
In the course of the hearings of the experts, after listening 
to the interesting remarks of Geheimrat Mueller, I ex
pressed myself to the effect that I should consider it por
tentous if, as some actually thought, our balance of trade 
should exhibit an adverse balance of two billions. I do 
not believe that we should be in a position to offset such 
an adverse balance by any resources at our command. I 
am convinced that this figure is not correct and that it 
can not be correct. In all probability the excess of im
ports does not exceed 1,000,000,000 marks. In spite of

436

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

all this the statistics of the balance of trade are of great 
service to us, as they can hardly fail to exhibit with a 
fair approximation to truth the relative movement of 
trade from year to year and consequently afford instruc
tive lessons. They indicate the periods that are fraught 
with danger with respect to our economic well-being, 
those in which we export too little and consume, or say 
rather, import too much. The increase in our adverse 
balance in the last few years of 700,000,000 marks is 
therefore of great significance and one of the causes of the 
increased difficulty of satisfying our needs in the matter 
of a gold supply. Now, if it is so hard to deal with this 
factor— the figures of the balance of trade— how much 
harder is it still in the case of the other factors that enter 
into the balance of payments? In the first place, what is 
the meaning of balance of payments? It is very easy for 
us to pronounce this term, but the meaning it conveys is 
by no means a very clear one. We can conceive of two 
different kinds of balance of payments. The first is the 
one that we obtain if we take the balance of the exports 
and imports, together with the regular payments of one 
kind or another which recur year by year, as, for ex
ample, interest on foreign loans, profits derived from for
eign undertakings, freights, profits from trade, sums ex
pended by tourists, wages paid to foreign laborers, etc., 
and, in addition, investments in foreign securities or sales 
of securities abroad. They may perhaps be regarded as 
representing the primary conception of a balance of pay
ments in contradistinction to a balance of trade. This I 
shall term a primary balance.
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There is, however, in reality a second balance of pay
ments, one which, as I have been thinking, requires years 
for its settlement. This is the balance of payments which 
results if in making up our figures we reckon the means 
that serve to liquidate the differences in the crude balance. 
What are these means? In the first place they are the 
shipment of gold; that is to say, the importation and 
exportation of gold. The second means is the movement 
of money or of capital. The movement of money itself, 
however, manifests itself in ways differing entirely from 
each other. It may consist in the purchase or sale of 
securities abroad or in the setting on foot of undertakings 
in foreign countries or participation in such enterprises 
according to whether there is a surplus or a deficit in the 
balance of payments. But whether this movement, or 
what part of this movement, belongs to the first category 
or the second, it is impossible for anyone to determine, for 
it is so fluctuating and varies so much from week to week 
and from month to month that there is no way of ascer
taining how much of it is a normal process and how much 
results from the necessity of settling the international bal
ance. The difficulty is increased by the fact that there 
are monetary movements which enter as factors into the 
settlement representing short-term investments, such as 
the sale of treasury bills and of bills of exchange, the 
extension of loans, cash loans made to foreign countries 
or received from them, etc. But where the border line 
begins between the sale of securities and the issuing of a 
loan, between the sale of treasury bills and the issuing of 
government bonds, it is extremely difficult to determine.

N o  t i o n  a l  M o n e t a r y  C o m m i s s i o n
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I believe, therefore, that the state of the balance of pay
ments, of which all the speakers here have made so much, 
declaring it to be closely interwoven with our monetary 
situation, hardly admits of being determined with any 
approach to accuracy. While I fully recognize the impor
tance of this question, I am inclined to think that its sig
nificance is overrated by those who make it alone respon
sible for the inadequate inflow of gold into this country. 
A primary favorable balance of payments promotes the 
inflow of gold, but it is not, as far as I can see, a sole 
determining factor.

The matter of the inflow of gold, it seems to me, has to 
be studied in its various phases. First of all, we have to 
ask ourselves whether we are getting in an easy and nor
mal way so much of the total product of gold as ought to 
fall to our share. Let me try to make my meaning clear 
to you. If a certain large quantity of gold is produced in 
the world, and if this product, after a part of it has gone 
to satisfy the needs of industry, is made use of in the world 
at large in the form of money, it appears to me to be a 
necessary part of the process that each country at inter
vals appropriates a share of the output. Let us imagine, 
for a moment, that this was not the case and let us assume, 
taking an extreme hypothesis, that a single country got 
possession of the entire gold product. There would in that 
case be such a superabundance of gold in that country 
that the equilibrium in its position with respect to other 
countries would be altogether disturbed; that is to say, 
the prices of commodities, as well as those of interest- 
bearing securities, would be completely altered. If every
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other country were to get gold and we got none, then, on 
the other hand, we should have a dearth of gold as com
pared with other countries; that is to say, they would be 
able to pay higher prices for commodities and securities 
than we, and it is this very circumstance that finally brings 
about some sort of balance. If the primary balance of 
payments is unfavorable, the effect of it is to raise the 
rate of interest, and in such a case the rate of interest has 
a much greater influence upon the movement of money 
than the balance of payments can have, for the reason that 
it affects the rate of exchange and brings about a corre
sponding movement of money from one country to another.

Supposing that there were no special means— e. g., the 
sending of gold from one place to another for the purpose 
of settling a balance— made use of in order to even out the 
ultimate balance of payments, we should, as a matter of 
course, have to reckon in the balance of payments, per
haps even in the balance of trade, that part of the gold 
product that we import, and are obliged to import, in 
order not to lag behind in relation to other countries. 
Apart from this importation, which is needed to maintain 
the equilibrium, we need a special increase in our circu
lating medium, as has been pointed out by some of the 
speakers, on account of the constant and rapid growth 
of our population and business. Even if the new-born 
part of the population is not so very loud in its demands 
in this respect [laughter], yet the old stock will all the 
more vehemently assert its rights in the matter of business. 
Yes, the whole of-Germany is daily getting older, stronger, 
and more industrious, and I wish to remind you that it
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would not be desirable for us to lapse into the condition 
which prevails in a neighboring country, where people 
as a general thing cease from work after a brief period 
of active life.

[Exclamations of approval.]
That under these circumstances it is much easier to 

maintain an equilibrium between the demands of business 
in the matter of a circulating medium and the supply 
that is obtainable I think is self-evident. But this very 
energy inherent in the German people, this desire to 
progress in the ability to do, as well as in the enjoyment 
of what life affords, this striving to reach a higher stage, 
I consider a great blessing, even if every now and then 
they may temporarily overshoot the mark.

As I have said before, I do not on the whole consider 
the balance of payments, as it is naturally evolved, quite 
as important as it is usually considered with reference to 
the supply of money, for I share the opinion expressed 
by some of the members that gold is a commodity, and a 
commodity which it is just as necessary for us to procure 
as many other articles that we import from abroad. The 
demand for gold does not play so predominant a part in 
the movement of commodities, as a whole, that the pro
curing of it should present insuperable difficulties. If our 
balance of payments is in itself not a favorable one, the 
inflow of gold will not take place so easily and so uniformly; 
but it is bound to assert itself eventually, because we need 
gold. I do not think that a constant unfavorable bal
ance of payments is conceivable, and least of all one that 
will cause us permanently to export circulating medium.

B a n k  I n q u i r y  o f  1 9 0 8
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The exportation of this circulating medium would take 
place only in case we substituted other and cheaper 
currency for it, capable of performing partially, at least, 
the functions that gold performs at present.

The desirability of a more favorable balance of pay
ments, on which some of the speakers have dwelt, I fully 
recognize in so far as an increase in our exports is involved 
in the matter. If the object in view is to be attained 
through a decrease in our imports, then I should not be 
inclined to regard the consummation as unqualifiedly 
desirable, for the increase in our imports is to be ascribed, 
above all, to the growing prosperity and the industry of 
our people and the increased consuming capacity resulting 
therefrom. There may be a few articles that we could 
produce ourselves and which we import, but I do not 
think that this is of sufficient importance to alter the 
situation materially.

In the course of the hearings of the experts I have 
heard various assertions relative to the matter before us.

Firstly, that we have undoubtedly had for years an 
adverse balance of payments.

Secondly, that this is evinced unmistakably by the 
rate of exchange, which, taking the average of each year, 
has been against Germany.

Thirdly, that when the balance of payments is ad
verse, gold can not be imported, but can, on the con
trary, only be exported.

These opinions, as a rule, were held by one and the 
same set of persons.
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This all sounds so plausible that I was inclined to 

adopt these views as my own. But I doubt their valid
ity, because they are not in accord with actual experience. 
We find, on the contrary, that in the decennial period to 
which I have reference, we have actually imported gold 
to the net amount of 1,735,000,000 marks. From this 
we must infer either that it is not true that we have an 
adverse balance of payments, or that it is not true that 
the rate of exchange is evidence of such an adverse bal
ance, or else that it is not correct to say that the exist
ence of an adverse balance of payments precludes the 
importation of gold.

As far as I am concerned, I regard all three proposi
tions as unsound. I do not by any means believe that 
the past ten years, taken together, have resulted in 
an adverse balance of payments, whether we have ref
erence to what I call a primary balance or to an ultimate 
balance. I am convinced, on the contrary, that, in 
spite of the significant figures of the balance of trade, 
we have a favorable balance of payments. The proof of 
it is that we are placing more or less money in perma
nent investments abroad. The relatively inconsiderable 
sums that we borrow in one country or another in the way 
of short-term loans prove nothing to the contrary. They 
can not avail to hide the fact that through the develop
ment of our credit operations and through our more ex
tended relations with neighboring countries and with far- 
distant ones, Germany is assuming every year more and 
more the position of a creditor nation with respect to the
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outside world. If there were only some way by which 
the figures could be placed before our eyes, just as is 
done in the case of the balance sheet of a bank on the 
31st of December, we should be astonished by the show
ing. We should find that, relatively to the sums that 
foreign countries advance to us in the way of short
term loans, we are actually loaning large sums of money 
to the outside world. What we do is this: We are a 
producing country, and we produce more than we need. 
The surplus we bequeath to our children, investing it 
partly abroad and partly at home; and this is as it should 
be. We have to do this if we want to make sure that 
there shall be no lack of bread in future years.

But, besides, we are merchants; we are intermediaries. 
At times we loan out more money than we have to spare, 
and the money comes in such cases from the cheapest 
money market over to Germany. I consider this very 
desirable, for such operations are advantageous to the 
community, and the profits resulting from them may 
constitute a large factor in the adjustment of the bal
ance of payments.

Permit me to revert for a moment to the subject of 
the rate of exchange. We have heard it stated, and I 
believe special stress was laid upon the matter in the 
hearings of the experts, that the rate of exchange, taking 
the average, was continually against Germany, and it 
was argued that an importation of gold into this country 
was not possible on account of our having an adverse 
balance of payments. This way of looking at the matter
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I consider altogether erroneous. To deduce the rate of 
exchange from averages is a very unsafe operation, for 
everything depends upon just when the movement of the 
rate of exchange touches the lower or upper limit. This 
takes place at those times of the year when there is either 
a great supply of bills or a great demand for them. At 
other times the sums involved are relatively unimportant. 
Now, if we are going to make one day or one period count 
for as much as every other, we shall arrive at an errone
ous conclusion; and the result which we should reach in 
our investigation in regard to the best policy to be pur
sued by the Reichsbank would be a very false one if it 
amounted to nothing more than making us fold our arms 
and say “ there is nothing to be done because the con
ditions are adverse.”

I thought I would just trace the movements of the rate 
of exchange in the last decennial period, and what I have 
discovered is certainly very remarkable. I find that in 
each individual year the fluctuations were so great that 
there were always times when it was profitable to import 
gold, and also times when exportation was profitable. I 
must mention here that when the rate of exchange on 
London is between 20.56 and 20.53 the gold-export point 
is reached, and that when the rate drops to 20.35 as a 
rule the gold-import point is reached, especially if impor
tation is encouraged by the making of advances without 
interest.
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In the years 1898-1907 the fluctuations of London 
exchange (Berlin quotations for short-time bills on 
London) were as follows:

Y e a r . H i g h e s t . L o w e s t .

20.S3S 20.37
20.565 20.39
20. 50 20.39
20. 47 20. 36
20.47s 20.385
20.495 20.35
20.495 20.325
20. 48 20.35
20.505 20.39
20. 55 20. 42

1 8 9 8

1 8 9 9

1 9 0 0

1 9 0 1

1 9 0 2

1903

1 9 0 4  

i9°5
1 9 0 6

1 9 0 7

The very high rate in 1899 is connected with the out
break of the Boer war.

It appears to me that these rates of exchange do not 
by any means show that our balance of payments for a 
long term of years was an adverse one. [“ Quite true.”]

At the close of 1906 and in 1907 this may temporarily 
have been the case.

I should like to add with reference to this matter that 
it is a mistake to drawr our inferences all the time exclu
sively from London exchange, for the rates of exchange 
with regard to other countries are also significant. If I 
have chosen to take the rate of exchange on London it is 
because I do not care to bore you with too many figures. 
The same facts, however, are exhibited in the case of 
Paris exchange. But neither London by itself nor Paris 
and London combined is decisive in this matter. We have 
to consider the exchange relations with respect to all 
countries; that is to say, with respect to other countries
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than the two in question. To get an average out of all 
this, to try to calculate from such data how the rate of 
exchange actually operates— excuse me, gentlemen, but 
I am not enough of a theorist to believe that this can be 
done. It is my opinion, therefore, that we may as well 
lay aside this factor, and that we need not regard it as one 
that ought to affect our notions with respect to the attitude 
of the Reichsbank in the future.

I have already said something regarding the policy 
of the Reichsbank in the matter of the discount rate 
with reference to meeting a condition of overstrained 
capital and credit. I attach the greatest importance to 
the discount policy of the Reichsbank with respect to 
the importation of gold and the prevention of its exporta
tion. As the balance of payments comprises a number 
of factors, possessing a certain amount of mobility, such 
as the exportation and importation of securities, loans 
that are made, etc., the one means at our disposal is to 
try to influence the force of these movements through 
the rate of discount.

I believe, however, that the raising of the rate of dis
count on the part of the Reichsbank operates in more 
than one way. If the Bank puts up its rate the first 
effect is to cause Germans to demand payment of sums 
due them abroad, and a further effect is to cause foreign 
creditors to extend the term of loans made to Germans, 
either by not demanding immediate payment on account 
of the higher rate of interest or by the much more natural 
method exemplified by the action, let us say, of an Ameri
can holder of a bill of exchange against Germany on
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account of cotton sold, who will not discount this bill 
in Germany, but instead disposes of it in some other 
country where a lower rate of interest prevails. Such a 
proceeding would, in a case like this, be equivalent to 
the extension of a loan. The raising of the rate of dis
count will have its effect upon the capital invested by 
foreigners in this country. It will, moreover, affect the 
movement of securities, inasmuch as a smaller amount 
will be bought in Germany and a larger amount sold to 
the outside wrorld. It will hinder the floating of foreign 
loans in Germany and perhaps altogether prevent it, a 
point that has been repeatedly touched upon in the 
course of these discussions. A further effect of a rise in 
the rate of* discount will be that the prices of commodi
ties in Germany will fall, or at least that an advance will 
be checked, and that, in consequence of this, exportation 
will be promoted and importation prevented or retarded. 
Above all, the spirit of enterprise will be curbed, which 
will result indirectly in a diminution of consumption.

I therefore regard the proper adjustment of the rate 
of discount as a very important matter in relation to the 
possibility of permanently providing Germany with the 
necessary currency. One can not serve two masters at 
one and the same time. It is not possible to have a 
rate of interest as low as that in France and at the same 
time be interested in a number of undertakings, to main
tain Germany’s position in the world’s commerce, induce 
foreigners to invest money in Germany, and prevent our 
money from being sent abroad on a large scale. How
ever regrettable it may be that certain branches of indus
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try should be made to suffer temporarily by the raising 
of the rate of discount, still I think we should not lose 
sight of the fact that every immoderate fall in the rate of 
interest has the inevitable effect of compelling us to put 
up with an excessive rise later on. Of course the Reichs- 
bank has to be careful to observe the right measure and 
not go too far in one direction or the other.

Now, the discount policy of the Reichsbank would be 
a very simple matter if we were in a position to prohibit 
other countries from likewise putting up their rate of 
discount. The necessity of raising the rate to per cent 
has been called in question. Well, I regard this as a very 
crude way of judging of the situation. (You are not the 
person whom I have in mind, Freiherr von Gamp.) The 
opinion has been general in the community that the 
resulting hardship might have been averted. But if we 
are able to put up our rate of discount in order to draw 
gold, let us not forget that other countries can do the 
same; and if they do, their raising of the rate will operate 
in the same way with respect to drawing away gold from 
us and keeping it away from us as our raising of the rate 
does with respect to other countries. I am convinced, 
however, that the raising of the rate last year, in spite 
of the very large exportation of gold, had an excellent 
effect upon the monetary situation. It had undoubt
edly the effect of strengthening the Reichsbank for, on 
the one hand, the drain upon its stock of gold was not 
as large as it would otherwise have been, and in the next 
place the bank was not so much affected by the exporta
tion of 200,000,000 marks of gold, inasmuch as it was
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enabled to strengthen itself by drawing upon the money 
in circulation. As a matter of fact, our figures show 
us that the stock of gold at the close of 1907 compared 
favorably with that in the preceding year. Consequently 
there is no sense in complaining if the remedy which our 
doctor prescribes for us tastes bitter.

The suitable adjustment of the discount policy is, in 
my opinion, the best means that can be applied.

And now, gentlemen, I come to the secondary means. 
I, myself, have suggested a lesser means in the course of 
this discussion, whose importance I do not wish you to 
overrate, but which, I believe, may be of some value in 
the future.

Realizing that we have had sufficient money for every 
possible purpose, including investments abroad, but that 
our foreign credit balances have not been ample enough 
to secure for us a sufficient supply of gold, we can not 
help concluding that there may be something at the bot
tom of this condition that calls for improvement.

I consider it a great disadvantage for Germany, as I 
explained fully at the time of the hearings of the experts, 
that in the distribution of the world’s gold product—  
that is to say, in the procuring of the share of it which 
we require— we are less favorably situated than other 
countries, especially England, in that we have heavier 
charges to defray for the reason that we are located off 
the beaten track and remote from the sources of supply, 
and that the gold does not come to us direct. We can 
not shake off this disadvantage any more than we can 
prevent England from having such an array of natural
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advantages— I need not enumerate them, as they are all 
familiar to you— with respect to the concentration of the 
gold supply at its own market. London is bound to re
main the chief market for gold, and the Bank of England 
will always be preeminently in a position to supply itself 
with the metal, to get hold of what is offered by paying, 
if necessary, a higher price for it.

Now, here is an idea that has occurred to me: There 
are three leading countries of prime economic importance 
and making use of a vast amount of gold in their business 
transactions which have the gold standard and therefore 
are equally interested in having a continuous stream of 
gold coming to them, with the result that they are active 
competitors in this regard. But apart from the fact that 
these three countries are very differently situated with 
respect to the advantages which they possess for pro
curing their gold, there are essential differences with 
regard to the terms prescribed in the matter of the pur
chase of gold. These three countries are England, 
the United States, and Germany. France has indeed like
wise a very large share in the international money move
ment, but she does not play the same role either in 
industry or commerce as the other three countries. A 
comparison of the trade statistics of France with those of 
the countries I have mentioned will suffice to prove this. 
France, however, occupies a very favored position in that 
she is constantly receiving large sums of money that the 
outside world has to pay her. She has not the gold 
standard pure and simple, and she can intrench herself 
behind the possibility of paying in silver. For France,
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therefore, the problem of how to secure a constant supply 
of gold is not a very pressing one.

And now as to the terms on which purchases of gold 
are made. In England there is no seigniorage. If I 
take a bar of gold to the British mint, I get back its full 
value in coined sovereigns, weight for weight, without 
any deduction whatsoever. If I carry gold to the United 
States mint, the same thing takes place as in England. 
The gold is received at its full par value, the precise weight 
in American gold coins being paid out without deduction 
of seigniorage. Indeed, the United States Government 
goes so far in the matter of upholding the gold standard 
that the Treasury regularly furnishes bullion for export 
at an insignificant premium (only four-tenths per 1,000).

Now, let us glaHce at the situation in Germany. Al
though we have, to begin with, an unfavorable geograph
ical position, being situated off the main thoroughfares 
of commerce and obliged to pay increased transportation 
charges, although we have not the same relations with the 
gold-producing regions as England has, and although we 
do not possess the same monetary standard, recognized all 
over the world and employed by so many countries in 
their international payments, and are besides handicapped 
in various other respects, we compel everyone who brings 
his gold to us to pay on a pound of the pure metal, the par 
value of which is i ,395 marks, the sum of 3 marks, which 
is charged in the way of seigniorage. The Reichsbank pays 
down 1,392 marks. We have not to deal here with a 
merely theoretical question, as to whether it is a sound 
principle that a state shall provide the metallic currency
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needed for the business of the country and assume the 
expense of coinage, as is the case in England and Amer
ica— as a mattei of fact our Government does partially 
provide for the expense of the currency by withdrawing 
from circulation coins that are not full weight and sub
stituting fresh coins— but the question before us is an 
eminently practical one, as to whether it is expedient to 
add greatly to the inherent and inevitable disadvantages 
under which we already labor with respect to other coun
tries, especially England, in the matter of procuring our 
gold supply, disadvantages which are bound to be per
manent, by making a relatively unfavorable price (1,392 
marks per pound) the normal price. Are we bound to 
place ourselves in the position of a nation whose birth
right is ignored in the distribution of the world’s gold 
product? When, at the time of the establishment of the 
Reichsbank and the institution of the gold standard, we 
settled upon this amount that was to be deducted in the 
way of seigniorage, we allowed ourselves to be guided by 
the practice of France. In France an equivalent deduc
tion is made. This gave rise to serious complaint for
merly, when the situation in that country was not as 
favorable as it is at present. But even now, in spite of 
the fact that France receives and absorbs such a large 
share of the world’s gold product, this is not without its 
inconvenience, as the country obtains its gold only through 
indirect channels, and in getting it is subjected to great 
fluctuations in sterling exchange. The rate on sight 
drafts on London has to fall considerably below par in 
France in order that that country shall not be shut off 
from its gold supplv.
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We are similarly situated in Germany, and this I regard 
as not very desirable. If, as a matter of fact, we are not 
obliged to pay more than 2,784 marks for a kilogram of gold, 
the result is that, even if the gold that is to be imported 
from England is not held there at too high a price, we 
can get it over to Germany only if the rate of exchange 
here falls more or less below 20.35, and then only in case 
the operation can be effected without loss of interest. 
As a matter of practical business there is this additional 
sacrifice involved, that the necessary sums have to be 
advanced without interest. Now, considered merely with 
reference to the question of our gold supply, there would 
be nothing particularly regrettable in the fact of the rate 
of exchange falling frequently to such a level, as long as 
this movement was dependent merely upon the necessity 
under which we were of obtaining gold or as long as we 
could say, “ As we must have the gold, the rate of exchange 
will have to come down.” And this is just what takes 
place in the course of years, as far as I can make out. 
But why does it take place and under what circumstances? 
Because, when there has been no inflow of gold for some 
time, the rate of interest with us necessarily gets to 
be considerably higher than in other countries, because 
this higher rate affects all the various factors that I have 
mentioned, and, finally, because it exerts such an influ
ence upon the rate of exchange that gold is finally forced 
to come to us. But this whole operation requires consid
erable time. During this period we have to suffer from 
the disadvantage of having to work with too little cash—  
with an insufficient reserve. I regard this as a drawback,
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nor do I consider the great fluctuations in the rate of 
exchange very desirable. In between there may be times 
when we are compelled to replenish our gold reserves, 
and when, by the offer of special inducements, we are 
virtually obliged to submit, as is the case at present, to 
a much higher purchase price.

It is for this reason, gentlemen, that I have proposed, 
as one of the lesser means, that we should do away per
manently with the seigniorage paid at the Reichsbank, 
that is to say, that the price of gold should be fixed at 
2,790 marks per kilogram of the pure metal, or 1,395 
marks per pound. It is obvious that, when this has been 
done, even with less violent fluctuations in the rate of 
exchange, there will be an inflow of gold into Germany. I 
consider it of great importance that this higher purchase 
price be permanent, fixed for a long term of years. In 
that case I believe that gold would more frequently 
come to us in the course of the year, for it will be sent to 
us regularly if the producer or the dealer is sure— which 
is the main thing— of getting a favorable price, the par 
value, in Germany. I regard it as necessary not merely 
that we pay this price, but that we pay it regularly. 
Only in this way can we cause a part of the gold that 
now goes to England to be sent hither, and that without 
its being necessary for the Reichsbank every time to 
resort to some special arrangement in the way of advances 
without interest, which at times is a rather expensive 
expedient.

It is of great importance, in my opinion, that the inflow 
shall be regular and sustained (which would remove one
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of the disadvantages under which we now labor as com
pared with England), in order that the Reichsbank may 
not be obliged after a long stoppage to go into the market 
like any ordinary mercantile concern and that we may 
not be compelled afterwards to pay for our gold more than 
what would otherwise have been the average price. I 
have expressed myself so fully in the course of the inquiry, 
and especially of the hearings of the experts, concerning 
this point and more particularly the conditions of the 
London gold market and our relations to it, as well as 
the advantage that, in my opinion, would result from the 
abolition of the seigniorage, that I have had to content 
myself here with referring only in brief terms to the sub
ject. I must, however, insist that it will not do to say 
once for all that in future there is to be no such thing as 
making advances without interest (irrespective of whether 
or not the purchase price is fixed even above 2,790 marks). 
Such advances may become necessary in very exceptional 
times, as when we are intent on obtaining large amounts 
of gold speedily or have to face the competition of other 
countries and the special measures to which they have 
ecourse (including this very thing of advancing money 

without interest). But a resort to such an expedient 
should be regarded as an exceptional measure.

It has been argued in opposition to what I have been 
saying that gold has been imported in recent years in 
spite of the low price, but this is explained by the fact 
that at certain times we have by no means adhered to 
the price of 2,784 marks. We have practically raised the 
price by making advances without interest, in which we 
have occasionally gone to considerable lengths.
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However expedient advances without interest may be 
at certain times, there is occasionally a peculiar disad
vantage connected with them. If they have to be made 
for a comparatively large number of weeks it frequently 
happens that the gold arrives before the expiration of the 
term, in which case not only the amount of the gold that 
has come but also that of the advances is at the disposal 
of the money market, or in other words, a double amount, 
as a result of which the rate of interest in the open market 
is inordinately depressed, which the Reichsbank is not 
particularly anxious to see just when it is exerting itself 
to attract gold and has been putting up the rate of dis
count for the purpose. Cheap money in the open market 
would, as a general thing, by causing a rise in the rate of 
exchange, be an obstacle to the importation of gold. 
The expedient in question is therefore not an altogether 
unobjectionable one.

In connection with my suggestion I have something else 
in view. An idea has occurred to me— something which 
perhaps is incapable of being realized at the outset in its 
full scope, and what it amounts to is this: That if, as a 
result of the increased and at all times steady price of 
the metal, we secure much more regular shipments of 
gold from abroad than heretofore, whether they be to 
some extent direct from the mines or from London, or 
from whatsoever country that may wish to send us bul
lion or coin (I presuppose that the purchase price of for
eign coins will be correspondingly raised), a situation will 
gradually arise in which temporarily we shall be receiving 
more gold than is necessary to meet the needs of the 
Reichsbank for the time being. This would afford us an
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opportunity of supplying gold for a while to other countries 
to which, by reason of our central location, we are more 
accessible than London, so long as we have more gold on 
hand than we need; in other words, we shall be approach
ing the ideal state in which, in addition to the one gold 
market hitherto existing in London, a second market has 
been brought into being in Germany.

Of course, I do not believe for a moment that there is 
any use in our trying to oust England from its position 
as the great gold market of the world. We should never 
succeed, and it would be in vain to attempt it; but it is no
wise ordained that, if there is one market, there can abso
lutely be no idea of a second one developing. It is not 
so long since, as I recollect, no one imagined that there 
could be a cotton market outside of Liverpool. Cotton 
and Liverpool were two conceptions that could not be 
dissociated from each other. No one thought of buy
ing cotton elsewhere than at Liverpool. We have recently 
seen, however, how it was possible to establish another 
market for cotton, which in course of years has grown to 
be very important— the one at Bremen. The same was 
the case with respect to the English bill of exchange. It 
was an axiom that all payments in countries on the other 
side of the ocean had to be made by means of English 
bills of exchange. As a result of our energetic way of 
doing business, the German bill of exchange is now also 
accepted, if not to the same extent as the English, at 
least to such an extent that our industry is thereby greatly 
benefited. I think, therefore, that you would do well, 
gentlemen, in considering the matter in question, to lose
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sight of the ways and habits of business. Business is in 
a perpetual state of evolution, and if we can offer induce
ments people will find their way to us in spite of London. 
On the other hand, I do not wish to dispute what Herr 
Roland-Liicke said yesterday, that in any case the devel
opment of a gold market in Germany must be a slow proc
ess, and that it is bound to take years before it can work 
well. I have expressed the same thing myself repeatedly 
in the course of these discussions.

All the same, it is worth while to make the attempt, for, 
if we should eventually succeed in establishing a gold 
market in Berlin, the Reichsbank would have the advan
tage, just as is the case at the present time in London with 
the Bank of England, of being in a position when gold 
comes, by offering more than 2,790 marks a kilogram, to 
make sure of getting its supply first in case of urgent need. 
There is another way, it seems to me, in which such a 
gold market would operate for the public good, and that 
is in meeting the needs of the gold-manufacturing indus
tries, which would no longer be obliged to melt down 
our 20-mark pieces. Furthermore, there would be times 
when orders for gold would come from some of the neigh
boring countries, such as Scandinavia, Austria, Switzer
land, etc., which could obtain a supply from us by pay
ing more than the Reichsbank figure of 2,790 marks when 
the Reichsbank was not intent upon the purchase of gold 
by reason of having gradually accumulated a stock suf
ficient for all needs. It would be a good thing, too, if 
the Reichsbank, at times when customers for gold did not 
happen to be forthcoming, would temporarily lay in a
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larger stock of gold at the purchase price of 2,790 marks 
than it absolutely needed in order to be able, later on, 
when the demand stiffened, to dispose of some of it at a 
higher price, as, for example, 2,793 marks. My idea is 
that the Reichsbank should be a very active factor in the 
gold trade.

I should like to say a word or two at this place in reply 
to the question that has been raised as to whether, in case 
we were to fix our price in the way it is fixed at the English 
and American mints, the other countries would not be 
likely to follow suit and raise the price of gold similarly. 
In my opinion there is only one other country that could 
undertake to make such a change, and that is France. 
In France the percentage that is deducted is about the 
same as with us, and it would be natural to ask whether 
it is not a useless thing to perpetuate such a disadvantage, 
and all the more so when another country has been added 
to the number of those that have emancipated themselves 
from it.

But France has weighty reasons for not imitating our 
example in the matter of putting up the price of gold. 
The economic conditions in France are such that there is a 
superabundance of gold flowing into the country year in, 
year out. If a time came when this was no longer the 
case, the people there would perhaps be tempted to do 
what we have done. But even if France were to embrace 
such a policy, it would mean for us only that our needs 
would be in competition with those of France, a condition 
which already exists. One effect, however, would be 
that sterling exchange in Paris would not fluctuate as
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much as it does now. If gold were to be bought in 
London on French account, the price being, let us say, 
77s. io ^ d ., then the rate of exchange would not fall, as at 
present, to 25.13, but as a result of the higher purchase 
price of gold in France, it would remain at 25.19. But 
even under existing conditions France is the chief pur
chaser of gold. Is it likely therefore that she would be 
anxious to get more? I hardly think so. Neither is it 
in her interest at present to pay a higher price for it.

As far as England is concerned, I can not see that any 
change is called for in the regulations governing the 
Bank of England. What object the English would have 
in changing their price to one 6 marks higher and assum
ing this loss in addition to the expense of coinage, con
sidering that England is forever going to have the lead 
in the purchase of gold? The Bank of England is able, 
as it is, whenever it is badly in need of gold, to buy it by 
putting a higher price on it. It is legally not bound to 
pay more than 77s. 9d., the mint value being 77s. 
and, if there is no competition, it occasionally lowers 
the price that it offers to this minimum limit. It can 
afford to do it because other countries have to reckon on 
higher transportation charges and other expenses, while 
it has the advantage of being able to pay even as much 
as 77s. ioj^d.— and this price it pays frequently— with
out suffering any loss on account of mintage, as there 
is no such thing as seigniorage. If it were to go regu
larly above this price, which corresponds to a par of 2,790 
marks, it would suffer a direct loss at every purchase if 
it were to convert the gold into sovereigns, and in England,
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just as in this country, recoinages are required every 
year. The bank would have no interest in anything of 
this sort. At the present time it pays exceptionally 
even more than 77s. io>^d, in order to get a higher 
price for the gold later on, although it has never in the 
past few years, to my knowledge, paid as high a price 
as that mentioned by Geheimrat Lexis, 78 shillings.

A m e m b e r : 78s. oXd.
A nother  m e m b e r : Market price.
Mr. F isch ee . Yes, the market price was 78s. o}^d. and 

more, but not so the purchase price of the Bank of 
England.

We have to distinguish between the market price and 
the purchase price of the Bank of England. If Geheimrat 
Lexis meant the market price, then I have nothing to say; 
in that case I simply misunderstood him yesterday. Even 
now it often happens that the Bank of England does not 
stick at the price of 77s. io>£d., and is ready to go higher 
when it comes to the buying up of foreign coin, which 
does not always take place when it is most convenient for 
foreign countries, in order to encourage the shipment of 
coin from other countries to England. In this way it paid 
more for German gold coins last year than their actual 
gold value. It is a rather unnatural condition, this will
ingness of the bank to offer an exceptionally high price 
just when Germany is in any case obliged to export gold. 
We have before us a very singular situation, the Bank of 
England with a big stock of 20-mark pieces, running up 
to several million pounds sterling, which it has secured 
at a premium —  that is to say, by paying more than
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77s. io}4 d .— and the Reichsbank possessing a still larger 
amount of sovereigns brought from Australia, which like
wise have had to be paid for at a price considerably 
above the gold value. [“ Quite true! ”]

Both the Bank of England and the Reichsbank intend 
to dispose of the coin later at an advanced price, at a time 
when exchange is unfavorable, and by means of their sale 
to check the exportation of domestic coin.

You see now where we are going to land if we allow our
selves to drift into a situation where we have to rely upon 
extraordinary conditions.

I wish to say emphatically that if we are now in a very 
unusual position, if for the past ten years we have been 
getting too little gold, I am of opinion that we should take 
energetic steps, as the Reichsbank has been doing, to rem
edy the situation as quickly as possible. I believe, how
ever, that it would be far preferable to procure gold 
regularly in the course of each year by paying-2,790 marks 
for it than to be in the habit of procuring it spasmodically 
at a considerably higher price by making long-term ad
vances without interest, as we have found it necessary to 
do this year.

There is a further question which I think I ought per
haps to try to answer— one put by our chairman— as to 
how the new policy would be likely to work with respect 
to the point that Geheimrat von Lumm raised in his 
address. I quote from his words: “ The bank says, 
‘ We grant these advances without interest only to reliable 
parties who we feel sure are not importing the gold 
simply as so much merchandise which is in transit in
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order to reexport it in some other form. Of course, 
gentlemen, if we are compelled temporarily to pay such 
unusually high prices by means of advances without 
interest as we are paying just at the present time, then 
such a precautionary measure is decidedly in order, 
perhaps even necessary, although I do not believe 
that anyone will be anxious to exploit the Reichsbank 
for the purposes of this sort of arbitrage business. If 
afterwards, however, gold has to be exported, we must 
remember that it will not be possible to get it at par. To 
obtain bullion it would be necessary to bid above the 
bank’s fixed price of 2,790 marks, and, if anyone pro
posed to export 20-mark pieces, the price, owing to the 
wear of the coins, would be 2,796 marks. In future no 
one would offer to sell gold to the bank at 2,790 marks in 
order afterwards to export the same thing when the price 
was higher, for this would mean a loss. But if the bank 
now, by means of long-term advances without interest, 
pays a price which is practically equivalent to 2,798 
marks a kilogram, then it has a right to say: “ If I pay 
this unusually high price, I must make sure that no one 
comes along and enters into dealings with me with the 
object afterwards of sending gold out of the country in 
the form of 20-mark pieces.” As these cost only 2,796 
or 2,797 marks, the precautions that are now taken 
are not unwarranted. I believe that the question as to 
how these things will turn out in future will suggest its 
own answer if it is put in this form: If the Reichsbank 
is to go on permanently paying a price of 2,790 marks, is 
it conceivable that anyone will deliver gold to it at this
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price in order to export it at a cheaper price? I consider 
this an impossibility for, inasmuch as gold can never 
cost less than 2,790 marks, no one can find any profit in 
exporting it, even in the form of 20-mark pieces, as these 
would cost at least 2,796 marks a kilogram.

It has been further argued that the Reichsbank at the 
present time pays the higher price represented by the 
advances without interest only when it is certain that 
otherwise the gold would not be imported, and when the 
amounts involved are large. Now, I must tell you frankly 
that I do not believe in this twofold criterion and that 
I do not believe in it even when it is applied by reason of a 
large sum being involved. It is possible that the Reichs
bank occasionally procures gold at as high a price as 
2,794 or 2,795 marks, or at even a somewhat higher figure, 
by making advances without interest, while at the same 
time it obtains certain quantities from other sources 
more cheaply. It appears to me that in that case it 
either pays too much for its gold or that those who offer 
it gold at a lower rate must be lacking in business sense, 
for the effect of long-term advances without interest, 
which is equivalent to the payment of a higher price for 
gold, must manifest itself in the rate of exchange and the 
price of gold in general. But when the rate of exchange 
is down to 20.36 or 20.35, then I certainly do not expect 
the Reichsbank to offer anyone an excessively high price.

1 here is still another point to be considered. If the 
price is permanently 2,790 marks, the question could not 
possibly arise whether an importation of gold might not 
take place with the price as low as 2,788 or 2,787 marks.
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The procuring of small doses I consider of no value what
ever with respect to our getting the supply of gold that we 
need. I believe that the history of the past ten years has 
taught us this, and that we had better get rid of the notion 
that we ought to try to procure small quantities of gold at 
a lower price, unless we are willing to pay the penalty of it 
later on. As long as the Reichsbank has not yet adopted 
the principle in question, as long as its operation has not 
yet been invoked, it will naturally happen every now and 
then that gold finds its way to the bank in small quan
tities at a low price, but always (barring very exceptional 
cases) merely as the result of a violent downward move
ment of the rate of exchange. But what I regard as one of 
the most desirable concomitants of the introduction of the 
new policy is the fact that the rate of exchange will be 
more stable, not fluctuating so violently either downward 
or upward, which will be of great advantage with reference 
to the German bill of exchange.

The limitation of the range of the rate of exchange is, in 
my opinion, one of the fundamental advantages to be 
derived from our gold standard. The introduction of a 
gold standard has for its object to secure a stable measure 
of value not only for our domestic business, but also for 
our international trade. Such a stable measure of value 
facilitates commerce. But the limitation of the range of 
the foreign exchanges possesses an additional advantage, 
which I consider very important. Whosoever brings gold 
into Germany, be it for a shorter or a longer time, must be 
desirous to derive a profit over and above what an invest
ment in his own country would yield. But the interest
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which he obtains is bound to be diminished through the 
losses which he sustains on account of the fluctuations of 
exchange. Now, if the fluctuations of exchange in Ger
many are greater, it means that foreign countries will send 
their money hither only in the anticipation of obtaining 
a higher rate of interest. It means that we are debarred 
from the great benefits which the London market enjoys 
at present and which have made this market so impor
tant— the participation of the whole world in the financial 
operations of England and the interest the world has in 
sterling bills of exchange and in the maintenance of credit 
balances in London. The fluctuations of exchange not 
only result in loss to the investing capitalist but they also 
have the effect of causing foreign customers to drop away. 
If in the past year by reason of the high rate of exchange 
investors in German exchange lost more than they ex
pected to gain through the difference in the rate of inter
est, it would be a difficult matter to induce them to engage 
again in similar transactions, inasmuch as they do not 
regard these as the safest of all operations, but rather as 
speculations which they do not care to engage in on prin
ciple. If we consider that in every country, just as in our 
own country, there is a strong desire to keep the money as 
far as possible from going abroad, it is evident that in the 
violent fluctuations of our exchange we place a dangerous 
weapon in the hands of the outside world, of which it will 
certainly not fail to avail itself.

I should like, gentlemen, to revert, in a few words, to 
the question of the use of gold in the industries. I am 
one of those who believe that it would be very difficult
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to prevent industry from making use of our German coins 
if there is any advantage in it. We have heard of cases 
where the Reichsbank supplied full-weight coins to manu
facturers, who of course obtained in this way a cheap 
raw material. But there can be no inducement to melt 
down coins in general, and worn coins in particular, if 
by carrying on a very extensive business in foreign gold 
in Germany— I mean a business in foreign coin and 
bullion— we afford industry at all times an opportunity 
of easily procuring its gold without having to take 20-mark 
pieces. In any case it would not do to hinder industry 
by artificial means from obtaining the gold that it needs.

I should like to say a word here in behalf of Doctor 
Stroll, who made a statement which, it seems to me, was 
based upon the impression that there was something in 
the composition of the German coins which made them 
especially available for the purposes of industry. I believe 
that this notion was due to the fact that a wrong expla
nation was given to us by the experts of the gold industry. 
These experts asserted that “ we can not melt down any 
other coins, even if they are cheaper, because there is 
something in the alloy of the foreign coins which renders 
them unserviceable.” This suggested the idea that it 
might be practicable to introduce the same composition 
in our own coins. The information which we received, 
however, was not correct, being based upon an error. In 
particular, what the gentlemen stated regarding the 
Russian coins is altogether at variance with the actual 
state of things, for, as a matter of fact, Russian coins 
are being constantly shipped from here, day after day, to
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Pforzheim to be melted down in the gold industries there. 
These coins are bought because they are cheaper, because 
there is at all times a steady supply of them, and because 
there is a market for such coins in Berlin. In other words, 
it is easy to get hold of them. But if industry in the 
past has mainly made use of German coins this has been 
due, in my opinion, to the fact that for a long period our 
situation with respect to foreign exchange was not a 
favorable one, the German coins being thereby rendered 
cheaper. If they had been regularly dearer than other 
gold, industry would have tried before to make use of 
other coins. I think it would be a good thing if the 
Reichsbank could attend to the needs of industry in such 
a way as to do away with the necessity of melting down 
coins. I think it will be prompted all the more to do 
this if in future, by reason of the abolition of the seign
iorage charges, it will have to assume the expense of 
recoinage, which ought to make it more intent than ever 
on the suppression of all unnecessary expenses in con
nection with minting.

I should like to call attention to the fact that the assay 
office in New York converts some of the bullion which it 
receives into small ingots specially adapted to the needs of 
manufacture, which it supplies at a very low figure, making 
a merely nominal charge, so that it practically supplies 
industry with the gold that it needs.

I wish furthermore to make a suggestion with reference 
to the statistical inquiry that has been set on foot (and 
which I consider very valuable) relative to the needs of 
industry and the various kinds of gold required for its

469

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N  at  io n a l M  o n e t  ar y C o m m i s s i o n

uses. The melting down of German gold is going on not 
only in Germany but also in Switzerland, where a great 
deal of gold is consumed in the manufacture of watches. 
I should like to ask the question whether it would not be 
possible through our relations with Switzerland to get 
some light upon the situation there, and perhaps to induce 
the authorities to take steps to ascertain in the interest of 
German statistics how many German coins have been 
melted down in that country in the past few years. We 
ought to have this, it seems to me, for the sake of greater 
completeness in our estimates, especially as I have no 
faith unfortunately in the practicability of the scheme 
suggested by Freiherr von Gamp of gauging our stock of 
gold by means of a general census of the quantity actually 
in possession of the public. It would, of course, be of 
great advantage if we could have an accurate idea of the 
amount of gold that is in our possession, circulating from 
hand to hand. The impression that the banking world 
was not anxious that such information should be at hand 
is, in my opinion, altogether unfounded. If here and 
there some member of the banking fraternity is not in 
favor of such an investigation, it is probably owing to the 
conviction that the scheme is not practicable and that the 
data obtained would in any case be altogether untrust
worthy. The kind of investigation proposed by Geheimrat 
Lexis would all the same be likely to furnish some valuable 
material, although it would not be calculated to give us a 
clear notion as to the extent of our gold supply.

For my part, I should like to submit the following for 
your consideration: Would it not be a good thing if the
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Reichsbank were to keep regularly an account of the 
amount of bank notes returning to it and of the quantity of 
gold coming’ into its vaults from all over the country? 
Although this might not enable us to have a clear idea of 
the circulation, inasmuch as the bank notes can find their 
way back quicker than the gold, still we should have some 
knowledge of the ratio of paper payments to gold pay
ments, and valuable material will have been supplied 
bearing on the question of how far our circulation is 
saturated with gold.

Well, gentlemen, this has been quite a little digression. 
I find that I have been making large drafts upon your 
patience, and I am afraid that the hour has arrived for the 
noon recess. Would you prefer to have me continue after 
the recess?

(Exclamations of “ Rather go on now!”)
With reference to the consumption of gold in industry, 

you will perhaps find some data that I wish to submit to 
you of interest.

I have obtained the following tabulated information, 
which I consider reliable, regarding the use of gold for 
industrial purposes in France in the years 1898-1906.

Amount. Value.

Kilograms. 

1 8 , 2 4 0  

2 1 ,  6 0 0  

2 0 . 8 0 0

2 1 . 6 0 0

2 4 . 6 0 0  

1 8 . 2 5 0

Francs.

6 2 ,  8 0 0 ,  0 0 0

7 1 , 6 0 0 , OOO

8 4 ,  7 0 0 ,  OOO

6 2 . 9 0 0 . 0 0 0

6 9 . 9 0 0 . 0 0 0

7 2 . 5 0 0 . 0 0 0

9 5 . 7 0 0 . 0 0 0

2 1 , 0 6 5  

2 7 .  8 0 0

471

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



mi s s i o n
We find, therefore, that the consumption in 1898 

amounted to 62,000,000 francs and that the figures 
increased until in 1906 the amount had become nearly
96,000,000 francs.

These data are derived from reliable sources and I 
have been otherwise assured of their correctness. In 
France these statistical tables are prepared from the 
figures supplied by the stamping offices. As all gold arti
cles that are manufactured have to bear an official stamp 
marking the fineness of the gold, very fair data are afforded 
relative to the use of gold in the industrial arts. You 
will observe that there has been a considerable increase 
there, as well as in Germany, and I agree with the speak
ers who have asserted that we must be prepared for a 
further increase in the consumption of gold in the arts.

A good deal has been said here about the mistakes in 
our estimates of the gold in circulation, arising from the 
circumstance that no account is taken of the gold carried 
out by foreign laborers. It is possible that I have not 
fully grasped the meaning of the speakers, but from the 
figures that were adduced it appeared to me that it was 
taken for granted that the sums earned by foreign labor
ers left the country. I do not believe that is the case. I 
believe that these sums, in so far as they are not expended 
here, go abroad for the most part in another form, and 
that consequently they constitute a factor only in our 
balance of payments and not in our balance of gold move
ments. To a certain extent, it is true, the foreign laborer 
carries off gold coins with him when he leaves Germany. 
But there is no doubt that he exchanges this gold for the
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gold of his own country, which he does very often the 
moment he reaches the border. Both on the German 
side of the boundary and on the other side there are 
numerous exchange offices at the railway stations in 
which such exchange business is conducted. I believe 
that when the laborers take the gold with them across 
the frontier and exchange it at some place close to the 
boundary, it does not return to Germany through the 
mails, but through the channels of the ordinary traffic 
that is being carried on along the border, and in this way 
is overlooked in the statistics of imports. I consider this 
all the more probable because otherwise the sums which 
the laborers might thus carry off with them in the course 
of the year would, according to my calculation, reach 
such a figure that we could not have helped noticing the 
effect upon our circulation by this time. In estimating 
our stock of gold it is necessary to take into account the 
consumption in the industrial arts, in so far as that 
involves the melting down of 20-mark pieces. In my 
opinion, however, the other factor, the sums carried out 
of the country by laborers, is of little consequence.

A V oice. How about tourists?

Mr . F ischee. The tourists who carry away gold go with 
it when they have left our border to some exchange 
office. The gold is not melted down, but is sold to Ger
many and comes back again. If this were not the case, we 
should have to assume, on the other side of our account, 
that we had a large inflow of foreign coins which foreign 
tourists brought with them. I do not think we ought to 
lay any stress on this factor. Anyhow, it is customary
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in calculating the statistics of our stock of gold to deduct 
at once, as far as the information is procurable, the 
amount of our coins which the great foreign banks hap
pen to have in their vaults as well as the amount melted 
down in foreign mints.

I have still a few words to say in regard to the situation 
in England. To begin with, I think Freiherr von Gamp 
is right in asserting that we are overdoing this matter of 
constantly referring to England as a pattern for us to be 
guided by in every respect. But all the same, there are 
a good many things about England that we ought to know, 
and many things which it is undoubtedly interesting to 
study. It must certainly have struck us as something 
very remarkable that, whereas the putting up of the rate 
of discount in England immediately affects the rate of 
exchange in such a way that gold pours from every side 
into England and conditions soon become normal, our 
experience in Germany has been that, apart from the 
abnormal conditions of the past year, the effect has by 
no means been so pronounced whenever we have resorted 
to what we term applying the discount screws.

I believe there are various reasons for this. A chief 
reason is that when England puts up the rate of discount 
not only are loans called in and the numerous drafts 
drawm in foreign countries upon England against credit 
not renewed to the full amount, but the whole world 
proceeds to buy sterling exchange. The raising of the 
discount rate of the Bank of England to a certain point 
will necessarily send up the rate of exchange on England 
in other countries. But if the raising of the discount
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rate in Germany does not at once affect the rate of 
exchange, the reason is that, while in the case of sterling 
exchange only a small margin has to be allowed for loss, 
the loss in transactions in German exchange in foreign 
countries is always treated as an unknown quantity. 
This is due to the fact that gold can at all times be 
readily procured in England and that England is regarded 
as the only country in which gold is free to come and go. 
The English always point to the fact that London is the 
only free market for gold as the reason why they are 
bound to be in a position to procure money and gold more 
easily than other nations. I believe therefore that the 
question of the exportation of gold is one to which we 
ought to devote special attention.

When I urge that the Reichsbank should encourage 
the importation of gold by raising and steadying its price 
so as to provide itself with as large a stock of it as possi
ble, one reason is because I hold it to be extremely 
injurious that a doubt should arise at any time as to 
whether gold can be exported from Germany. Yes, I 
wish that there might be no further occasion even for the 
mild reproach that we are not glad to do it. I believe 
that we can properly maintain our foreign trade only by 
giving to gold the character that belongs to it. Its office 
is to adjust and to balance international transactions. 
The importation of gold must be facilitated, and gold 
must also be allowed to flow freely out of the country.

I should like to make clear to you by a little instance to 
what lengths foreign prejudice and misconception as to our 
situation is carried. In February of this year, when I was
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in England, I talked with a great many people, some of 
whom occupy important positions in financial circles. I 
found that there was no general knowledge of the fact that 
at the end of last year— that is, a few months before—  
large sums of gold had come from Germany to England. 
I found everywhere the impression that no gold at all had 
gone into England from Germany. When I thereupon 
said, “ But you have constantly seen from the reports of 
the Bank of England that gold has been imported, and 
surely these reports are not false,” I was met with the 
reply, “ Was not that gold from Russia?” So firmly con
vinced were these gentlemen that German money could 
not come in. I had a good deal of trouble in establishing 
the opposite idea.

Now, if it was thought that the gold must have come 
from Russia, that was perhaps due to the circumstance 
that in former times Russia appeared so often in London 
as a buyer of gold. Probably the English were thereby 
firmly convinced that Russia would bring gold back again. 
Hence it seems to me we are safe in concluding that we 
need not be very anxious about the effect that would be 
produced abroad if we were to fix a full price on gold. 
For even if we should go more frequently and for longer 
periods into the foreign markets as buyers of gold, or if, as 
the case may be, we should have gold sent here to us, still 
there is absolutely no need of our assuming that this will 
have an injurious effect upon us. It may even happen, on 
the contrary, that on this account more confidence will be 
felt in the German currency than is the case now.

In this connection I should like to return once more to 
the question of whether London particularly might feel
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called upon to adopt counter regulations. Yes, the Bank 
of England has, to be sure, calmly seen how in this year 
almost all the gold that came out of the Transvaal has been 
again exported. Often it would have required just half a 
farthing to secure the gold for the bank. It is evident, 
therefore, that the bank makes no strenuous efforts to buy 
gold except when gold is really needed. The idea that it 
will have gold h tout prix, and that it encourages an un
natural inflow, seems to me to be accordingly ruled out. 
After the Baring crisis in 1890 the Bank of England pur
sued the policy of permanently strengthening its cash sup
ply because the situation of the bank was perceived at that 
time to be too precarious, and the statistics show us that 
the whole increase of its stock of gold took place within a 
short time after this event. In the Bank of England there 
was in the year 1890, 440,000,000 marks of gold. We find 
that by the year 1896 the stock of cash had risen to
900,000,000 marks. Since this time there has been no fur
ther increase, while in the year 1907 we find the amount to 
be 700,000,000 marks, a figure which gives the approximate 
average for recent years. The Bank of England allows a 
few million pounds to go back and forth, but when it is in 
good condition it makes absolutely no unusual efforts to pre
vent other countries from receiving gold. And this can 
be easily explained. The note circulation of the Bank of 
England is an almost completely stable one; the Bank of 
England has therefore no occasion to increase abnormally 
its gold supply in order to strengthen the note cover. If 
we are differently situated, that is precisely because our 
note circulation is not at all a stable thing, because, on the 
contrary, it is constantly being extended.
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I will call attention to another point. If the Bank of 

England were inclined to make reprisals, would it not 
have taken means much sooner to prevent Germany 
from being able to buy up the whole of the Australian gold 
production of this year, which usually flows naturally into 
the Bank of England in the form of sovereigns? I really 
think, although the exact figures are not known to me, 
that Germany has bought up even more than the full 
amount of the gold produced this year; sovereigns that 
have been used in Australian business have actually 
been exported along with the rest. This measure, which 
was necessary for us, has led to no obstructive regulation 
on the part of England, although it could have been very 
easily managed if England had so desired; it would have 
been sufficient to say to the Australian banks that the 
Bank of England was also willing to make interest-free 
advances.

Now, I must reply, in a few words, to what Freiherr 
von Gamp has said in reference to the flotation of foreign 
loans.

The statistics that have been submitted to us, and to 
which Freiherr von Gamp refers, give no sure basis, and 
contain two groups of figures. Those of the Frankfurter 
Zeitung, which come much nearer the truth than the other 
set, rely on estimates that make no claim at all to being 
complete. The second set of statistics, with the big 
figures which Herr von Gamp quotes, gives an entirely 
false impression; for if the aggregate face value of the 
issues which have been put out at the same time in 
Germany and in other countries, is cited, without ref-
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erence to that part of it which comes to Germany, then 
these figures can tell us nothing. Especially with regard 
to the Russian loan of 1905, I wish to contradict an error 
which crept in when Freiherr von Gamp said that it was 
issued at a time when our relations were already strained. 
The loan was introduced in 1905, at a time when there 
was in our money situation absolutely no ground for 
supposing that it was not desirable to introduce a foreign 
loan. In that year our rate of discount fell to the abnor
mally low level of 1 ^  per cent. If we recognize the prin
ciple that we should save money, and in particular that 
we should do so in our dealings with foreign nations, in 
order that we may have it at some later time as a reserve 
in the form of foreign loans, then one would think that 
no moment could be more appropriate for such a flotation 
than that in which the rate of interest is so low and in 
which at the same time there is every indication that we 
possess money for which there is no employment. But 
I, too, share the view that every introduction of a foreign 
loan must be put through with proper judgment and 
tact (I expressed this view even so long ago as the time 
of the hearings of the experts). It is very true that not 
every time is suited to the carrying out of a flotation. 
Only I should like to make a little remark in this connec
tion. We have, on many grounds, a motive for accustom
ing foreign nations to dealing with us; for we need them 
for the investment of the surplus of our savings. Desir
able as it is to choose the moment wisely, still we are not 
always in a position to seek such financial operations 
according to our pleasure. If, for example, a country has
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for ten years made no loans, and if at a certain time it has 
need of money, then it is not at all likely that we could 
say, “ Would it not be better if you were to wait a year? ” 
By such conduct as this we should often wantonly and 
foolishly lose valuable connections.

But I can add this further consideration to quiet the fears 
of Herr von Gamp: No such inordinately large sum has 
come to Germany from the 1905 loan of 500,000,000 that 
we need ever be anxious on this account as to our mone
tary relations. On the contrary, the loan has, because 
of its special nature, met with approval in different coun
tries, and has even spread to other lands. It was at once 
placed on the market in Russia, Germany, and Holland, 
and that even in the early days of January. At the 
beginning of 1905 there was no question of a crisis. But 
at the end of the year 1905 there certainly appeared in 
Germany circumstances somewhat less propitious. But 
from that very instance it became evident that the main
tenance of friendly financial relations with other coun
tries is of great importance to us. The sums that were 
invested at that time by Russia in German loans at 3%  
per cent are in my estimation very significant. Apart 
from that, a great deal of money came at that time to 
Germany from Russia to be put out at interest in the 
form of deposits. If we had broken the financial thread, 
England or France might have had the advantage of this 
transaction.

But I should like also to bring into the discussion 
another bit of my experience. At the end of 1905 we 
saw, to be sure, that our money supply was dangerously
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small. Do you know what happened then? We ob
tained gold from Russia. Russia sent us 100,000,000 in 
gold, which came in toward the end of December, and 
which has remained with us ever since. And, indeed, no 
gold of any kind has run out of Germany because of the 
receipt of the 1905 loan. I ask you to draw for your
selves a picture of what would have happened if in the 
year 1906, or even in the year 1907, we had not had at our 
disposal this sum of 100,000,000 in gold. Let us not for
get that the international money business is a very sensi
tive thing. It is very dangerous to draw general con
clusions from unfavorable circumstances that arise at a 
particular time. Many things that were not in the least 
intended are sometimes brought about in this way.

I will not revert in detail to the question of the rate of 
private discount, for I have already taken up altogether 
too much of your time. I will make just one remark. If 
it is said that the rate of private discount ought often to 
be not so low, then I fully agree. And if one of the mem
bers of the commission could show us how to accomplish 
something in this line and how to eliminate more or less 
the competition of foreign countries, I should be very 
grateful for such a suggestion— I should even be ready to 
pay a premium for it. But if the object is to be accom
plished by letting the moneys lie without gathering any 
interest, then I must say that that is a dear and very 
uneconomical proceeding. And if we look to foreign 
countries for examples in this matter, we should not for
get that it is precisely in the form of private discount that 
foreign money deposits are made. I ask, then, whether it
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is really very much to be desired that we pay more dearly 
for these moneys? I certainly oppose no objection to 
this, for it is greatly to the interest of us bankers that 
the rate of private discount be not too low. But I hardly 
think that a commissioner of the Reichsbank could accom
plish this. In the year 1894 people in a neighboring coun
try were very much afraid of increases in the rate of ex
change. So a commissioner was sent to the Bourse to 
prevent such increases. I beg your pardon, gentlemen, 
but he did not succeed in doing it.

Now, as to the holding of a greater quantity of foreign 
bills by the Reichsbank, I can only say that I welcome 
such a measure heartily, even though the foreign-bill port
folio is not quite as important for us as it is for countries 
that have large interest payments to make abroad upon 
national obligations. I believe that the proper manage
ment of our foreign-bill policy may be a valuable means 
of strengthening our general money policy and of influ
encing the rate of exchange at times when an exportation 
of gold is to be feared. The sale of foreign bills will have 
a much greater effect if the sale is made by the Reichsbank 
than if the sale is made out of the supply of foreign bills 
possessed by private bankers or by private banks, because 
through the distribution of these by the Reichsbank, just 
as through the distribution of gold by the Reichsbank, 
money flows back out of general business and out of the 
open market into the bank. A contraction of the gen
eral note circulation takes place, which has the same effect 
as a raising of the rate of discount, and which in so far 
tends to lower the rate of foreign exchange. It strengthens
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thereby the effect of a simple sale of foreign bills. In the 
transactions of the private banks money merely changes 
hands. But through the lowering of the rate of exchange 
an exportation of gold can at times be diminished, re
tarded, postponed, or perhaps even entirely prevented. 
The portfolio of foreign bills serves, moreover, another 
very useful purpose. This is that one can set a limit to a 
downward movement of the rate of exchange by purchas
ing at low rates. A foreign-bill portfolio of the Reichs- 
bank on the present footing, which exists for a time and 
which goes out of existence for a time, can certainly be 
made to have a moderating influence upon the market for 
foreign bills. But we must not count upon too great 
results from this, for experience teaches that often even 
the very largest sums fail to accomplish anything in the 
foreign-bill market. In relation to the rate of interest 
they are particularly ineffective. But I welcome it as a 
further means of increasing the effect of the discount 
policy. And it has also the advantage— which is not at 
all to be despised— of enabling the bank to import gold 
against its stock of foreign bills (and that without regard to 
the price of gold), and by this means avoiding the necessity 
of raising the rate of discount. Otherwise, we should, in 
these instances, be obliged to raise the rate of discount 
merely through want of a certain quantity of gold. In 
critical times, therefore, the bank may employ its stock of 
foreign bills almost in the same way as it employs a gold 
reserve. Nevertheless, I should be opposed to having it 
counted in with the metallic cover, for we must not over
look the fact that the function of the metallic fund is to
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redeem the notes as they are presented, and for this pur
pose the foreign securities can not be used. Tt is even a 
mistake— and one that I very much deplore— for us to 
count the imperial treasury notes as part of our note cover. 
[Bravo!] I have already spoken of the advances free of 
interest, and said that they are an efficient means of 
encouraging the importation of gold at exceptional times. 
I should like, however, to lay down once more my chief 
principle with regard to this matter. For ordinary times 
we ought to make arrangements— by raising the purchase 
price of gold— by which in a natural manner, day by day or 
month by month, there would be an influx; but we ought at 
the same time to be able to take now and then more ener
getic active measures. In cases of urgency we shall be able 
to produce quick effects through advances free of interest, 
perhaps in conjunction with temporary further increase 
of the price. But it is desirable that we should regularly, 
as a general thing, receive gold, in order that we may 
strengthen our holdings continuously and promptly. In 
this way we shall be less often called upon to make acqui
sitions later of a special and hasty kind. It is better to 
receive the gold too early.

A member of the commission has proposed that we buy 
up also foreign coins, particularly sovereigns, by the 
piece and without reference to the weight. I object to 
this because I am afraid that people would hunt up the 
bad coins to send to Germany, and would send the heavier 
ones elsewhere. Light coins cause too great a loss in 
case of recoinage; they would, it is true, be available if 
there should be an exportation of gold to the country
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from which they came; but this may happen not to take 
place for a long time, and, on the other hand, exportation 
to other countries may become necessary, and for that 
these light coins would not be available. Such a measure 
as this, of buying up by the piece, could be considered 
only as an additional resource in very exceptional times. 
In general I would not recommend it.

I come now to the last question under B: How is the 
outflow of gold into other countries to be obstructed? 
To a considerable extent this question has already been 
disposed of by what has been said before. It is to be 
obstructed by management of the discount policy, with 
additional help, if necessary, from sales out of the foreign- 
bill portfolio. A policy of premiums on gold, which was 
proposed by one of the experts, should be rejected without 
hesitation; I have already, in the course of the hearing, 
expressed in detail my views on this point. The exporta
tion of gold can not always be prevented, nor would this 
be desirable. The exportation of gold, indeed, has, of 
itself, a tendency to correct the very market conditions 
that led up to it; for we must not overlook the fact that 
when we export gold other countries are importing it, 
that, therefore, at the same time that there is at home a 
rise in the rates of interest there takes place abroad an 
easing of the money situation, so that a double change 
in the prices of stocks and goods takes place, there is 
pressure here, and at the same time other countries are 
better able to buy up goods and stocks from us. In this 
way the equilibrium is very soon reestablished.

Gentlemen, I must beg you to forgive me for having 
spoken so long. But in closing T desire to express the
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pleasure I have had in seeing how in this investigation 
we have come near to agreement on a great number of 
subjects. I for my part admit that much that I have 
heard— from the other members as well as from the ex
perts— has interested me greatly, and I am convinced 
that the investigation has been of much use in clearing 
up our ideas.

I thank you again for the patience with which you 
have listened to me.

The Chairm an . I think I shall be expressing the feeling 
of all of us when I thank Herr Fischel very wrarmly and 
sincerely for his most interesting and enlightening speech. 
[Bravo!]

I should like to say to him, in reply to the doubt that 
he expressed, that his speech to-day has only strength
ened still more the lively interest which was aroused in 
us all by preceding observations on the subject of the 
creation of a German gold market. I should advise the 
Reichsbank Direktorium to give further careful considera
tion to this proposition, taking counsel together, in small 
groups, in order to find out whether, and if so how, it 
may be carried into practice.

There is still just one little question that I wish to ask 
Herr Fischel. Do the London and American mints give 
gold coins immediately upon the delivery of bars, or do 
they take some time to do it?

Mr. F ischer . A s to the American mint, it pays, I 
know, on the next day. In' regard to the English mint 
the question really can not be answered with certainty, 
because for years no private parties have taken gold to
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the English mint. For a long time it has been in practice 
the case in England that all the coinage has been done 
on account of the Bank of England, as it is done here 
on account of the Reichsbank. The English mint is, 
I believe, not bound to give gold immediately upon the 
delivery of bars. It is only bound to have the gold it 
receives coined as soon as possible. With the arrange
ments that are now made this can not, I think, take 
much time. If long delays were allowed to intervene at 
all, it would have to be intentionally. But in England, 
when the rate of interest is low, even such delays as might 
take place would not really matter much. The Bank of 
England is able to profit by the fact that the mint does 
not make immediate payment in sovereigns; for it is 
thereby enabled not to pay quite the full price, being 
not obliged by law to pay more than 77s. 9d. In point 
of fact, however, even when no other buyers are in the 
market, it pays, besides this price, a little commission to 
the brokers, and it also takes upon itself the cost of assay
ing; thus it pays in reality more, even though it abides by 
its minimum price. But this is not entirely conclusive for 
our case, since we are differently situated in consequence 
of the greater freight charges that we have to pay, and 
in consequence of other circumstances that exist here, 
such as the deduction made for assaying and for losses 
in smelting, all of which expenses together may be valued 
approximately at one-tenth on the thousand. In my 
judgment, then, the true par of the minimum price paid 
by the Bank of England is, in consideration of what 
has been said, and assuming that exchange is at par
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(20.43), almost precisely 2,790 marks. But I should not 
be afraid of evil consequences if, through the establish
ment of a price of 2,790 marks, we were obliged to pay 
somewhat more than the Bank of England. If any
one wishes to contend against the customs that have 
hitherto prevailed and to create a new market, he will 
have to be very liberal in his conditions. It is also to 
be feared that under any circumstances the most im
portant market for gold will still be in London; that it 
could not be diverted from London by another country 
even through an increase of the price; and that at best 
we shall succeed, by means of our measures, in obtaining 
gold regularly, but that we can never aspire to attain a 
degree of importance in the gold market equal to that of 
England.

Mr. Mommsen. Gentlemen, after the very detailed 
expositions of the subject made by Herr Fischel, I can, I 
think, sum up very briefly my answers to the stated ques
tions. The circumstances have been placed before you, 
and it is not necessary to take up the separate points 
again. One of the observations of Herr Fischel I wish par
ticularly to bring up again. In a rather long exposition 
he submitted his view that our balance of payments is 
not nearly so unfavorable as it has hitherto been repre
sented to be by all the experts and by most of the mem
bers of the commission, with the exception of Herr 
Schinckel. I myself consider the view of Herr Fischel 
to be absolutely right, especially when taken in conjunc
tion with what Herr Schinckel has said. I think that the 
whole showing of the figures furnished by the Reichsbank
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statistics in a certain sense proves this view to be right; 
for it is hardly credible that, if we had had in recent years 
so heavy an unfavorable balance of payments the figures 
would still have remained where they are.

I should like to bring still another figure into the dis
cussion. Herr Fischel gave the figures of the stock of 
metal in the Reichsbank for 1898 and 1907, and explained 
that it had diminished by 7,000,000— from 850,000,000 to
843,000,000. On the other hand— and you will excuse 
me if I fill out this statement— I wish to bring forward 
the fact that in the same period of ten years the stock of 
gold was not diminished, but was, on the contrary, 
increased at the Reichsbank by 50,000,000; and since for 
the question we are here considering the stock of gold is, 
after all, the most important factor, we can not, I think, 
draw any very unfavorable conclusion from the figures of 
this ten-year period. Expressed in figures, the stock of 
metal was diminished by 1.2 per cent, but the stock of 
gold alone was increased by 9 per cent. Here, then, we 
have at hand figures which appear to argue against the 
existence of a heavy unfavorable balance of payments, 
and I should be greatly pleased if the further discussion 
of the subject finally enforced the conviction that we are 
not on the wrong side of the ledger in the sense in which, 
through the publication of our balance of trade, we 
always appear so to outsiders. I think Herr Schinckel is 
quite right; the profits secured by German commerce, 
which surely form an essential contribution to the im
provement of the balance of payments, are in general 
greatly undervalued and are not given nearly enough 
weight in reckoning the balance.
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I see that Herr Geheimrat von Gamp, who was not 
among us yesterday afternoon, is absent this afternoon 
also. If he were here, I should have been glad to say a 
few words about the view of foreign loans which he has 
held for many years. Since he is not here, I can sum up 
my ideas very briefly. I merely wish to point out that 
we must have as secure a position as possible in interna
tional commerce; and yet it is proposed that we be 
deprived of the only means we still have under our pres
ent unfortunate economic policy— I will not dwell further 
upon that point— of being able to influence in some 
measure the international market. For without admis
sion to the Bourse we are not in a position to fulfill the 
desires of our home capital to participate in foreign loans. 
Even Herr von Gamp, if he looks at the matter from this 
point of view, will certainly not deny that this is of 
enormous importance, not only for our economic life, but 
also for our whole international policy.

That the position of our bourses is not such as for this 
purpose it should be, we are all agreed. Herr von Gamp 
is always pointing to the admission of large amounts of 
foreign loans. Gentlemen, the question in this aspect has 
not nearly the importance that Herr von Gamp attributes 
to it. I will even assume for the moment that the figures 
are correct. They are, as Herr Fischel has already fully 
established, absolutely incorrect; this is at once obvious 
from the fact that from two quarters different statistics 
are given which claim, both of them, to be correct, but 
which are diametrically contradictory in the very most 
important and fundamental points. Let us take up the
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foreign state loans of the year 1905. The Frankfurter 
Zeitung appraises the nominal value at 724,000,000, the 
market value at 676,000,000; the statistics of the Okono- 
mist appraise the nominal value at 866,000,000 (about
140,000,000 more than it was estimated to be by the Frank
furter Zeitung), and the market value at 711,000,000 
(that is, only 45,000,000° more). There can be no ques
tion but that there are gross mistakes in these figures. 
It could be further proved in the case of other figures, 
but I will not go into the matter in detail.

A thing that is of much greater importance in its effect 
on the outflow of German capital into other countries has 
come about in consequence of our bourse law, to which 
we have often referred in other connections— namely, the 
fact that people at large in Germany have begun to specu
late very extensively in foreign securities. These are 
securities that can never be reckoned up in these figures, 
nor can they, indeed, be specified at all; and it will be a 
long time before this situation is changed. The figures 
that are given in those estimates do not, moreover, in the 
least prove what Herr von Gamp in his remarks wished to 
prove. He reproaches the bankers with inducing the 
public to invest too much money in foreign stocks.

Now, gentlemen, in the year 1905— this, too, has 
already been referred to— there was actually such a large 
supply of money in Germany that one could truly say that 
it was not necessary to invest all this money at home, that 
some of it might be invested abroad. Now, even from 
these statistics (which, to be sure, are themselves wrong, 
but which probably give the figures in fairly correct pro

fit The actual difference in the figures is 35,000,000.— Translator.
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portions), you see at once that in the year 1906 the invest
ments in foreign securities fell to one-tenth of what they 
were in the year 1905, and that in 1907 they fell to one- 
fifteenth of the same amount. Why, even if the commis
sioner whom Herr von Gamp wishes to bring in in some 
legal way were present, even he could have done nothing 
more. All he could have said is that when the rate of 
interest is high investments in foreign securities must be 
curtailed; and this was done anyway.

I think that too much weight ought not to be given to 
this matter. In my opinion, and here I beg to differ with 
Herr Geheimrat Wagner, it has no effect upon the regu
lation of the rate of interest; and I think that many, or 
perhaps all, men of practical experience will agree with 
me that the investment of German capital in the foreign 
paper admitted here to the bourses has exercised no 
influence whatever. It is not in itself sufficient to exercise 
a real influence; and, as a matter of fact, the paper has 
never been taken over by the people except when there has 
been a good opportunity for doing so. This regulates 
itself quite automatically through the market.

Herr von Gamp also reproached the banks with having 
lent their services to enable the public to sell Austrian, 
Italian, and Russian securities which he has designated as, 
if not first, at least second, as distinguished from third, 
mortgages, and to buy other paper in exchange. I think 
that in this the banks are really not at all to blame. 
People always imagine that the public sells only on the 
advice of the banks. Generally the public feels that it is 
much wiser than the banks; it buys and sells as it thinks 
best, and the banks can do nothing to change matters.
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Now, Herr von Gamp referred to another question, that 
of the private rate of discount. He maintained— I shall 
not go into the particulars— that the private rate of dis
count, and the profits which the great private banks 
obtain from it, must exert an influence upon the discount 
policy of the Reichsbank. I think that if our chairman 
and the gentlemen of the Reichsbank administration were 
to answer this question they would undoubtedly take 
the stand that there can be no question of any influence 
upon the bank discount rate exerted through the private 
discount rate as such. The private discount rate is, to be 
sure, an indication that the money question is becoming 
easier or more difficult, as the case may be, and for this 
reason the Reichsbank must, in shaping its discount policy, 
follow carefully the changes that take place in the private 
discount market; but as for an influence, in the proper 
sense of the word, and especially as for any intentional 
influence, there can be absolutely no question of such a 
thing.

Gentlemen, let me say a few more words about the 
remarks of Herr Geheimrat Wagner. First, I am glad to 
find that I am in entire agreement with him in what he has 
said about the theoretical and the practical men in relation 
to the questions that we are here considering. I believe 
that we all have reason to make use of every opportunity 
to learn something from the theorists; and I am glad that 
the theorists thoroughly recognize, in regard to the most 
important phenomena, that they may also learn from the 
practical men. I welcome this as a particularly happy 
result of this whole inquiry. I see that agreement can 
thus be arrived at on many points on which each side
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formerly held to preconceived opinions. I am inclined to 
think that in the case of both practical men and theorists 
it has been here shown that the preconceived opinions are 
not in such bad shape as we thought. Although we have 
for the most part very different economic principles from 
those of Herr Geheimrat Wagner, we arrive at almost the 
same final conclusions in regard to the questions which 
have chiefly concerned us here to-day. And more than 
this we really can not ask— especially we practical men, 
who are after all personally interested only in the final 
results.

Now, Herr Geheimrat Wagner had admitted that the 
investment of capital in foreign securities is useful and 
necessary. On this we are all agreed, with the exception 
of Herr von Gamp, and even he found the assumption to 
be necessary for his introductory remarks, though he aban
doned it in the last nine-tenths of his speech. But Herr 
Geheimrat Wagner lays stress upon the great risks which 
are still involved when the German public invests money 
in foreign loans. He sees these risks especially in the pos
sibility of losses caused by decline of price. Well, gentle
men, we have never doubted that one may lose money on 
securities, both domestic and foreign. One may also gain 
money on them, and I think that, striking a balance, our 
German public has lost on foreign securities much less 
money than it has gained. At any rate our German pub
lic has lost much more money in recent years through 
our first-class domestic securities (I have in mind Prus
sian consols and government loans) than it can have lost, 
all told, through foreign securities. [Laughter.] I think, 
therefore, that we should not give so very much promi
nence to this point that there is a possibility of loss.
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It is true that the public may suffer an immediate loss 

on a stock of this kind. Let us suppose, for example, that 
the people who take over the loans place them at a small 
profit, and the public afterwards has to pay the losses 
caused by decline in price. After all, this is everywhere 
the case, and as regards the great undertakings of business 
it does not matter if a loss is occasionally entailed by such 
a decline in price. Losses of this kind, in an economic 
sense, can properly be spoken of only in case the promised 
interest on foreign loans is not received; for the investing 
public which buys such paper, or at least the large public 
that we have in mind, should, by rights, not buy these 
securities in order to sell them again immediately, and so 
to profit by a rise in price, but to hold them for a long time, 
and the public that buys them in this way hardly ever has 
occasion to complain of losses of property; and the cases in 
which interest is not paid are extremely rare, and, indeed, 
at the time in which we live and of which we are speaking, 
they really do not come up at all. It may be hoped that 
they will not occur again in the future. At any rate, I 
think that if this is the only risk that Herr Geheimrat 
Wagner is afraid of— that losses may be suffered through 
such paper— then we ought never to sell any paper on the 
Bourse, for this feature is shared by all domestic and 
foreign paper. And on the other hand there are the very 
great advantages that are produced if the German bourse, 
like the English and French bourses, can also take over 
foreign loans. Gentlemen, this taking over of foreign 
loans is often not particularly in the interest of the German 
banks, but is often in the interest of the foreign policy of 
the country. I do not know whether the news that I read
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in the paper this morning is true; but if it is true it is very 
instructive. The question is what is to be done about the 
Balkans. England can not grant to Russia the privileges 
she wishes in the political domain, but as compensation the 
English ministry is said to have offered to the Russian the 
taking over of a loan. That is a political move which may 
be of great value to England.

Gentlemen, so much for these matters. I will go no 
further into the particulars. The position that I take 
with regard to the particular questions here asked is in 
line with the expositions of the subject that Herr Fischel 
and Herr Schinckel have already given us. I will not 
burden you further with my statement of the case.

Freiherr von WangEnheim. Gentlemen, I permitted 
myself yesterday to say to the honorable chairman that 
I have no intention of entering here upon answers to the 
separate questions. I have two reasons for this. In the 
first place I agree with Herr Geheimrat Wagner that it is 
probably of little use for the purposes of the inquiry as a 
whole that we laymen should express our views on the 
technical questions, of which we can not judge as well as 
the experts. I believe that during the inquiry extremely 
valuable material from a technical standpoint has been 
gathered together and that this will contribute to the 
improvement of present conditions. I conceive that one 
mistake, and one factor in the failure of our national 
economic policy, lies in the fact that essentially we confine 
ourselves, by a purely mechanical method, to taking up 
the separate phenomena and symptoms and drawing con
sequences from them as to further developments. If a
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fundamental result, a lasting benefit, is desired, there is 
no course open to us but to treat the question in all its 
bearings as an organic whole, and thence to deduce con
clusions for the alleviation of critical conditions.

Now, I wish to put forward as briefly as possible the 
general standpoint of political economy. I have, how
ever, already explained to the honorable chairman that 
I should be very glad not to take up your time and should 
be perfectly walling to submit my remarks in writing. I 
have no vanity in the matter.

A VOICE. Then we could not reply to them.

Freiherr von WangenhEim. First a few preliminary 
remarks. I will not enter upon a discussion of contro
verted points of political economy. I will touch upon 
only two points, one of them being in reference to the 
ideas just expressed by Bank Director Mommsen. He 
said, in reply to the remarks of Herr von Gamp, that it 
would not be right to speak of the great losses on for
eign loans; that we have much more cause to say that 
losses have been incurred in domestic loans. But Herr 
Mommsen contradicted himself by saying shortly after
wards: The public can not talk of losses so long as it 
receives its interest. From domestic loans it has cer
tainly always received its interest.

Now, as to a fundamental question that was bandied 
about yesterday by Herr Raab and Herr Weber. Herr 
Raab was, to my mind, right in saying that in the matter 
of the much-discussed balance of payments and balance 
of trade the point of interest is to diminish imports, 
and I think that what Herr Raab meant to say has been
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seriously misunderstood. In making out the final out
come of our economic balance too little consideration is 
given to the fact that a considerable quantity of new 
values is produced yearly in increasing measure by Ger
man agriculture, the only branch of activity, indeed, 
that does produce entirely new values. You will admit 
that manufactures have only to do with elaboration 
which, through the expenditure of capital and labor, cre
ates greater values. New values are really created only 
by agriculture— or, if you like, by God through agri
culture— out of the inexhasutible resources of the soil, 
out of rain and sunshine. Now, this is what I wish to 
say in opposition to Doctor Weber. If we go deeper 
into the question of how far an increase in German 
agricultural production is still possible we find such 
large sums that we are obliged to admit the advisability, 
from the standpoint of the general economic interests, 
of adopting energetic measures to develop and encour
age German agriculture, especially in the East; for in 
this way, apart from the gain in grain and cattle, there 
is created in agriculture a market which will enable our 
manufactures to get on without a considerable part of 
our exports in case other countries will not take them 
into their markets.

For further treatment of this question I should like 
to refer you to an extremely interesting book by Herr 
Geheimrat Doctor Traugott Muller (who is unfortunately 
ill just now), of the ministry of agriculture, Agrarstaat 
oder Industriestaat (Agricultural State or Industrial State). 
It appeared in the yellow calendar of Mentzel and v.
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