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not the same with us as it is in England, where this sys
tem has been naturalized for many, many years, although 
the exarriple of England is often referred to. Nor is the 
situation even in England quite what it is generally rep
resented to be; it is not true that there is no longer any 
circulation of cash. I know the circumstances in Eng
land very well. Formerly I used to spend several weeks 
every year in England; but I always saw cash in circula
tion there, too, and I saw that precisely the small needs, of 
which mention has here been made, are met in England, 
too, for the most part in cash.

Nevertheless, I think that we should put forth every 
effort to promote the check system so far as possible, and I 
therefore welcomed the idea of the postal check in the 
Reichstag, and that at a time when many were opposed 
to the postal check who are now favorably inclined toward 
it. But I must also insist upon this point— you will per
haps permit me to bring it forward on the present occa
sion— that what we suffer from in Germany in connection 
with the new postal-check system is bureaucracy, which 
puts many unnecessary difficulties in the way of all our 
state business institutions. The postal-check law is a 
living proof of this bureaucracy, schematism, and fiscal- 
ism. You, gentlemen, may remember the discussions, 
and you may know what objections were raised on our side 
against a number of the provisions of the act. I am still 
convinced that this act contains provisions which will 
necessarily throw obstacles in the way of the practical use 
of this new business method— provisions which we owe 
chiefly to the efforts of the agrarian parties, the represent
atives of which take part also in our deliberations. The
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postal-check regulations contain provisions which are far 
from permitting or encouraging the extension of the postal- 
check business to the requisite degree— requisite for the 
public, and requisite for the better regulation of the 
monetary circulation, and requisite also for the increase 
of the working resources of the post-office.

Well, for the present we can not change that; we must 
keep it in mind for a future time. All I wished to say was 
this: If the Reichsbank, top, engages in the check business, 
it should from the start take care, first, that the business be 
made not more difficult for the public in respect to cost 
than the private institutions make it; and, secondly, that 
a method be invented which shall be as far as possible 
removed from bureaucracy, and which shall make the use 
of this system by the public an easy matter.

Another word as to the receiving of deposits® by the 
Reichsbank. I, too, am of the opinion expressed by most 
of you, that it is not a proper function of the Reichsbank 
to do so. According to the expert judgment given by the 
gentlemen who understand this matter much better than 
I, it has become perfectly clear to my mind that there is 
no question here of a considerable business for the Reichs
bank. Nor is it possible that the real purpose of our 
deliberations— that is, the increase of the stock of gold of 
the Reichsbank— will be materially served by the taking 
of deposits.® On the other hand, if the Reichsbank goes 
in for a deposit business, it will have to carry it on just as 
the other banks do; and in that case the activity of the 
Reichsbank will, it seems to me, be turned in a direc
tion which can not be made to coincide with the Reichs-

a I . e . , interest-bearing deposits.— Translator.
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bank’s proper function— the regulation of our monetary 
circulation. I, too, think, therefore, that this question 
should be answered in the negative.

As for the suggestion of Herr Raab that domestic de
posits a be kept out of the Reichsbank, but that the Reichs- 
bank should establish an office in which Germans might de
posit money from other countries, I think that such an 
arrangement would hardly be worth while, in view of the 
fact that presumably no great demands would be made 
upon this branch of its activity. Moreover, the question 
would first have to be answered of whether there is any 
need, after all, of protection for the money of Germans 
who live abroad. Those Germans who live abroad and 
who find it necessary to deposit their savings in Germany 
may find outside the Reichsbank so many safe places 
where they can satisfy this need that it is not necessary 
for the Reichsbank itself to institute any such offices, for 
there is no question here of the advancement of a system 
that shall meet general public needs.

On the whole, then, I can subscribe to the views ex
pressed here by most of the speakers; and I shall close my 
remarks by insisting once more upon the fact that we may 
with perfect safety increase by 200,000,000 marks the 
issue of 50-mark and 20-mark bank notes, and that all 
fears of our slipping in this way into a system of paper 
money and endangering our gold standard are absolutely 
baseless.

Doctor Wagner. Gentlemen, permit me to make a 

general remark as to the impression that to-day’s debate 
has made upon me. In my opinion the debate has gone

°/. e . ,  interest-bearing deposits.— Translator.
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further than was really called for by the statement of the 
question. The question as it was stated asked whether, 
and how far, and in what way, a reinforcement of the cash 
supply, and especially of the gold supply, of the Reichs- 
bank might be brought about out of the channels of 
domestic trade. But in the course of the discussion of 
this question there have been drawn into the debate a 
great number of questions that branch off from this cen
tral one— the question, for example, of small and large 
notes, that of the check system, and others. That is 
perhaps not strictly the right thing, but it is unavoidable, 
and I call attention to it in order to justify myself for 
making a slight excursion from the mere direct answering 
of the question.

Now, as for the question of small and large bank notes, 
it seems to me in the first place that the expression needs 
a certain correction. The fact that according to the bank 
law of 1875 the Reichsbank could issue notes only of the 
value of 100 marks or more makes it historically clear 
why from this time on all notes of smaller denominations 
that were afterwards permitted were called “ small bank 
notes.” A “ small” bank note is a term that properly 
applies to a 20-mark note, but not to a 50-mark note. 
Fifty marks, even in our present economic condition, is no 
small sum; it belongs rather with the 100-mark note. I 
think it would have been better if in 1875 the minimum had 
not been fixed at as high a figure as 100 marks; and we are 
certainly justified now, after the experience we have had, 
in fixing the limit at 50 marks. It was through the spe
cifically doctrinaire views of a number of fanatical theo
rists, and through the influence of men like Prince-Smith,
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O. Michaelis, and others in Parliament, that so great a 
prejudice was created at that time against the so-called 
small bank notes. Since the preceding development of 
the German bank-note system in the fifties, sixties, and 
seventies had been in many respects of such an objec
tionable character, and since, besides the small state paper 
money, there had been issued a large quantity of small 
notes at denominations as low as a few gulden or thaler, a 
reaction was set up, and people went too far in their 
opposition to the small bank notes. To-day the men 
who at that time represented views of this nature— in 
general, free-trade views— do not go so far; to-day in 
allied circles— allied by common views on economics and 
on economic policy— there seems to be actually a pref
erence for small bank notes. It is now thought that the 
issue of small bank notes induces the flow of a correspond
ing amount of cash, and especially of gold, into the central 
bank. To a certain extent this may be true, but, as I 
have recently observed, I doubt whether it is true for all 
cases. The result may just as well be that there is a 
smaller need of cash for circulation in Germany, and that 
consequently more gold money is available for outflow 
into other countries, and more gold is available for use in 
the gold industry. The experience we have had so far, 
to which reference has been made several times to-day, 
and the valuable communications that have been made 
to us by the Reichsbank president, are not to be looked 
upon just yet, I think, as sufficiently conclusive evidence. 
In the first place, the time covered by our experience is 
too short; and in the second place other circumstances 
also affect the movement of the gold supply and of the
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various denominations of bank notes. Taking into con
sideration all our previous experience, we can find many 
historical grounds for the conclusion that the smaller the 
bank notes the longer they are kept in circulation before 
coming back to the bank, and the larger the bank notes 
the shorter is the period of circulation and the sooner 
they come back. For the Bank of England this was 
accurately worked out in former times, and this is easy 
to do in consequence of the well-known rule of that bank 
that every incoming note shall be taken up and a new one 
issued in its place. But it follows also from other obser
vations which can not be called in question. The large 
notes— this is best shown in the case of the enormous 
English £ 1,000 (20,000-mark) notes— come into business 
use only at times of extensive speculation, of favorable 
conjunctures; for a great many business circles of moderate 
or of small resources they are not available, and they are 
therefore gradually exchanged for smaller notes. From 
this fact the English money, credit, and banking world 
has drawn what seems to me the right conclusion. It is 
a conclusion drawn not only by the pure theorists, but 
also by the eminent practical banking men— and England 
rejoices in the possession of a great number of remark
ably able practical experts on money, credit, and bank
ing, who have become known also through publications 
on the subject. The conclusion arrived at is that small 
bank notes, because they are kept longer in circula
tion, are more like mere paper money; they create a 
more or less definite increase in the circulating me
dium as a whole, and thus prevent business from 
absorbing more gold. But I can not regard it as an un-

1004

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
mixed advantage that we should have less gold in cir
culation; for in that case we shall also have a smaller 
reserve in critical times. If the whole supply of gold in 
circulation is in general smaller (as we have lately had 
reason to suppose), then in critical times it will become 
still smaller, and at such times particularly this may 
make itself felt as a disadvantage. I wish that we had 
been satisfied with 50-mark notes, and that we had 
abolished the small imperial treasury notes, which, I 
repeat, I regard as being from every standpoint a very 
dangerous factor in our money, credit, and banking sys
tem; and I wish we had refused to issue 20-mark notes.

Now, the question arises: Are the small bank notes, in 
which term I shall include only the 20-mark notes— and also 
the imperial treasury notes of 10 and 5 marks— are these 
liked by the public or not? We have as yet no means of 
finally determining this question. Besides, these notes are 
valued differently in different business circles. I must 
subscribe to what Count Kanitz, Herr von Gamp, and 
Herr Raab have said. In the circles to which I count 
myself as belonging they are not liked, and can, I think, 
never be liked for any length of time. It has been said 
that habit will bring it about. But is it really desirable 
that we should accustom ourselves altogether to this 
sort of paper-money bits and bank-note bits? In the 
consideration of several of the questions, reference has 
often been made to the impression produced abroad by 
our regulations in regard to money matters; I feel as if 
this had been made too much of, but in this instance it 
certainly enters somewhat into the case. I have always 
thought it worthy of note from this point of view that the
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Englishman, the Frenchman, or the American who comes 
to our country sees so much gold used in our ordinary 
business alongside our notes— ioo-mark notes and larger 
denominations. This inevitably makes a good psycho
logical impression upon the foreigner— even upon his 
economic ego. In my travels in Austria, Russia, and 
Italy— even recently, since the currency has been re
habilitated— I have always regarded it as a characteristic 
feature that so little gold is to be seen there that the whole 
gold standard appears to have its abode in the air. Now 
we are forsaking our old system and beginning to follow 
the example of Austria. Whether this is a good thing I 
leave you to decide. I can not muster any enthusiasm 
for the small notes.

Now, it is said that we must accustom ourselves to some 
other arrangement for carrying our money bags, our 
purses. But what does this involve? In the first place 
it involves for the great mass of the population tasks that 
are by no means light, since a man would have to carry a 
pocketbook as well as a purse, or else a combination of 
the two. But it involves something else besides. Con
sider for a moment the ladies in our social circles. They 
never have a sensible pocket in their clothes. [Very true.] 
It is all of a piece with their senseless dress contrivances 
in general. [Laughter.] When I see women on Leipzig- 
erstrasse carrying their portemonnaies in their hands, I 
am sometimes tempted to snatch them because it is so abso
lutely silly, and because it flies in the face of the words of the 
Bible— “ Lead us not into temptation.” I can readily 
imagine, when these young ladies go swinging along wdth 
their hand bags in which they keep their portemonnaies,

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
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that a great temptation is put before the poor urchin who 
comes along and snatches it from her. [Very true.] And 
now it is proposed that an extra pocketbook be added for 
paper money. Pray don’t forget that in all these money 
matters we think a great deal of certain outward conven
iences, and gold and silver coins are by far the most con
venient for small amounts. They are also cleaner than 
paper money. Our 20-mark notes are already shabby, 
and what will they look like a few years hence? We can 
tell that from the 5-mark note. So there are aesthetic 
considerations that also play an important part in this 
matter. We must remember that people who get paper 
money stick it straight into their pockets, which are often 
dirty, or into a dirty pocketbook.

It is an exaggeration to say that we must so recon
struct our currency system as to turn all our cash into 
money-capital. I express the thing in this way: Turn 
consumers’ money into producers’ money and capital. 
This holds good for commerce and for large business; but 
it is not true of small business; small business should be 
accustomed to hard money. We are doing this already 
in the case of silver money. All the more necessary is it, 
of course, for us to have the certainty that the silver 
money can be redeemed in gold.

What will happen, then, in the case of a great panic? 
Shall we not lind that this small paper money is the 
first to be depreciated and to come to the treasury? It 
has already been remarked in the course of our discussion 
that in 1866 the Prussian treasury notes very soon fell 
below par in the west. But if this happens, there arises 
from it a further disadvantage; it is again the lower
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classes that are most affected, since speculators soon 

spring up who will accept the paper money only at a 

discount; there is, therefore, danger of exploitation. This 

is a decisive consideration in determining me to warn 

you against too great an increase in the number of these 

small notes.

But I repeat that all I have said refers not to the 
50-mark notes, which we can safely use just like 10©- 
mark notes, but only to the small notes— the 20-mark 
notes and the treasury notes.

I think, then, that it would be well for us to urge the 
Reichsbank, not by proposing any legislative measure, 
but by our counsel, to be for the present cautious in the 
matter of increasing the number of 20-mark notes (especi
ally so long as we still have these unfortunate small 
treasury notes), and to keep within a certain not too 
high maximum. We have precedents for this in legis
lation. When the right of note-issue of the Prussian 
Bank was extended and in 1856 the Prussian treasury 
notes were reduced by one-half, the Prussian Bank was 
allowed to issue 10-thaler notes, but not in excess of
10,000,000 thalers in all. I think that in this case, too, 
a limitation of this sort would be in order.

For the rest I refer to the experience we had under the 
silver standard. You may, of course, say that that 
does not quite apply to the gold standard. But the 
two things are not so absolutely different. The repre
sentatives of the German free-trade school especially, 
both the theorists and the practical business men, wrere 
at that time, as I have already observed, strenously 
opposed to the small paper money; they maintained that
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through this small paper money, particularly through the 
increase in small notes between 1850 and 1870, the silver 
money had been driven too much out of circulation. 
This had not taken place to the extent supposed; but we 
had certainly been prevented from meeting our need of 
currency by means of actual silver money obtained 
through an appropriate increase in the amount of silver 
(of domestic production and of foreign importation) that 
was coined. I urge this consideration as appropriate to 
the present case also. If we do not increase this paper 
money, a need of gold for domestic circulation will arise, 
and we shall thus have a reserve in critical times.

I can pass much more quickly over the other points. 
The increase and development of the check system I 
regard— apart from one important reservation— with 
pleasure; and with still greater pleasure do I observe 
the clearing system, as it is represented by the transfer 
system of the Reichsbank and of the Reichsbank’s 
clearing offices. In this we have the most magnificent 
credit and money system that the world has ever seen. 
But in relation to the check business two doubts arise 
in my mind. One of these doubts concerns the social 
and economic classes, to which people like us belong—  
that is, officials, scholars, professors, etc., and men of 
the so-called free callings. We are now told you should, 
so far as possible, put your salaries into a bank. I am 
doing that already myself. That presupposes one’s 
entering into an arrangement with a bank. But can 
one always manage that? Can I ask a bank to take the 
little mite of salary I receive, even on occasion to pay 
interest— more or less high— upon it, and to pay it out 
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to me again little by little during the quarter, as gener
ally has to be done in the case of salaried men? The 
bank goes to a great deal of trouble over it— writing, 
making out accounts, etc.; it may well expect me in 
return at least to bring it other business.

A  V o ic e . N o ; the banks do it anyway.

Doctor W a g n e r . Yes, I know they all do it anyway. I 

have an account of my own at a bank in this city. But 
can I demand that a bank go to the trouble of so much 
writing and so many small payments, if I have no other 
business to transact with it? One actually feels obliged, 
therefore, to carry on other business with the bank, to 
make investments in stock, or perhaps even to go into 
stock-exchange speculations. This danger is to be taken 
into consideration. Persons belonging to certain classes, 
therefore, such as the ones I have mentioned, must ask 
themselves whether they would be right in entering into 
this relation with the banks.

Now I wish to consider another point which, oddly 
enough, has not yet come up in our discussions. Can we 
really say that we must wish the check system to take the 
place everywhere of cash transactions in bank notes and 
coin? Surely this can only be true in reference to transac
tions of a certain magnitude. Small checks do more harm 
than good, and they are a nuisance to business. Within 
the short time that this new development has been going 
on, I have found from my own observation, and I have also 
heard from tradespeople— for example, from booksellers—  
that checks are often drawn for just a few marks. And for 
this people are burdened with a great deal of drudgery and 
unproductive work. This is the case with a great many

IOIO

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

small tradespeople, as Herr Singer has justly observed. 
When a seller of coal, or of other household goods, comes to 
me with a bill, he takes the check I give him as a matter 
of course, and is glad that at least he is getting something 
on the spot (such, sad to say, is often the attitude of the 
seller to the buyer in these days); he wants to be obliging; 
but he is inwardly cursing the check. If, for example, he 
comes to me on Saturday, he can not cash the check until 
Monday morning. In these business circles there is 
already a good deal of not unjustifiable discontent over the 
check. Would it not be possible to make some such regula
tion as this (not immediately through legal regulation, but 
through the banks), that checks for less than a certain 
amount— say, io or 20 marks, or even 50 or 100 marks—  
shall not be accepted at all? There is no need of very small 
checks; they merely give trouble to the parties concerned. 
If we were to proceed in the way I have indicated, the justi
fiable check business would be developed in a much sounder 
fashion.

As for the other points, they are chiefly questions of 
practical detail, such as the question of raising the deposit 
minimum. I have no opinion in the matter. Only there 
is one point that I should like to urge. Where the Reichs- 
bank and most of the other banks are concerned, I think 
the principle must hold that there shall be the greatest 
possible equality between service and compensation. I 
think that so far as possible the depositors should pay for 
the advantages that accrue to them. I will explain this 
by an example. L-et us suppose that the deposit minimum 
is so increased that the profits of a certain joint-stock 
company are diminished by one-tenth of 1 per cent,

i e u

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



N  a t  i on a l M  on et  a r y C o m m i s s i o n
and correspondingly the dividends of the Reichsbank 
are increased by one-tenth of i per cent. This is 180,000 
marks. Of these 180,000 marks about one-half— that is,
90,000 marks— accrues to the benefit of the government. 
These are all small items, but still they play their part. 
The more profit the Reichsbank makes, the more goes to 
the government, too, and we certainly have use for it.

Upon the question whether the Reichsbank should buy 
checks I do not venture to pass judgment.

Now, one little final word on the question of the taking 
of interest-bearing deposits by the Reichsbank. I see that 
opinion is quite preponderantly opposed to it. It would 
not be necessary in the first instance to make any legisla
tive change. According to the bank act and the statute of 
1875, the Reichsbank has the right to receive interest-bear
ing deposits up to a limit which is at present 250,000,000 
marks; thus far it has not done so. But it will undoubt
edly be concluded from our proceedings that we advise 
it not to do so. I believe it would be more proper to dis
cuss this under question VI, and if we treat that question 
I wish to come back to it. At present I will make only one 
remark. In recent years any person who was an official, 
a scholar, a writer, or the like— I mean people who belong 
to the miserably situated middle class— and who wished 
to make an investment, could hardly be encouraged to buy 
the constantly falling debentures, consols, and similar 
papers; he needed, at least for a few years, a temporary 
investment in a bank as safe as possible. It is true that 
our joint-stock banks in general are beyond all question in 
this regard. Nevertheless, these people of whom I have
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been speaking say to themselves: “ If we give our money to 
a bank of this kind, it employs the money directly or indi
rectly in its stock, flotation, promotion, and stock-exchange 
business; and probably the bank also expects us to do other 
business with it besides, and that, too, is objectionable.” 
Now, whether the Reichsbank should accept such deposits 
I will not discuss; perhaps it would be better to have for 
this purpose an imperial deposit bank. One could deal 
with such a bank without hesitation, because in depositing 
money on interest with it for a considerable time no risk 
would be run of losses through declines in market price, 
as is the case with investments even in the best papers 
carrying a fixed rate of interest. So here we see that the 
interests of certain sections of society are involved, which 
deserve consideration.

Se v e r a l  V o ic e s : Savings banks!

Doctor W a g n e r : N o ; the savings banks can not suffice 
for this purpose; and, besides, their management is far too 
rigid. My particular object is to keep the official class 
away from stock-exchange speculation in any shape or 
form. Accordingly, if the Reichsbank does not establish 
a regular business in interest-bearing deposits, yet the 
question has often been raised wrhether we should not insti
tute alongside of the Reichsbank a great public imperial 
deposit bank. Now, it has been justly pointed out in this 
connection that we have in the Seehandlung and in analo
gous institutions of other German states, establishments 
suited to this purpose. But would it not be right also to 
have an imperial institution for this object? Booking at 
the matter from this point of view, I can not regard the
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question of interest-bearing deposits as settled so com
pletely in the negative as most of the gentlemen who have 
spoken here have done.

The Chairm an . Gentlemen, I think I may now safely 
assume that we are sure not to finish the discussion to-day. 
We shall therefore be obliged to continue it on Monday 
at io o’clock. But I will ask those who can not be pres
ent on Monday to announce the fact now, so that they 
may give us their views on Question V to-day:

Herr Doctor Weber on Question V.
Doctor W e b e r . Gentlemen, the question whether it is 

advisable that the demands for credit in business be lim
ited, I should answer in the negative. The president—  
and this appears also in Herr Fastenau’s synopsis— re
ferred to the fact that from 1906 on, and again lately 
through another order, the Reichsbank has declared that 
extension bills and finance bills must disappear from its 
portifolio. Emphasis was also on an earlier occasion laid 
on the fact that the Reichsbank has always been in the 
position of being able to refuse in good time to fulfill ille
gitimate business demands. But I should consider the 
limitation of legitimate demands to be a very dangerous 
thing, since obviously it is the function of the Reichsbank 
not merely to support the legitimate demands of busi
ness, but even to guide them into proper channels.

As to the separate points grouped under A in Question 
V, concerning measures by which the quarterly need of 
money, for example, might be distributed through the 
quarter, I wish to express the opinion that it will be very 
difficult to change the rooted customs that prevail in this 
matter. The public and the business world are so thor-
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oughly accustomed, on the one hand, to paying mortgage 
interest, for example, on certain fixed dates, and, on the 
other hand, to collecting rents for this purpose on the 
same dates, that it would be extremely difficult to bring 
about a different arrangement in this matter.

As for the shifting of the time at which interest on 
loans falls due, this requirement has already been fulfilled 
in many instances. There are already cases in which in
terest falls due on February i, March i, etc.; but even 
in this matter the public— I know this from my own ex
perience— decidedly prefers in the purchase of bonds, as 
far as possible, to get those in which the interest is pay
able on the first of October, April, January, and July, so 
that a change in this matter will not be very easy to bring 
about; and moreover, I am doubtful whether it would 
have any great effect.

Mortgage payments are also to be considered, and a 
clearing house for mortgages, which has repeatedly played 
a part in these discussions, and the institution of which 
is certainly desirable; and it is also decidedly desirable—  
and the thing has been done in some instances— that all 
public authorities, not only those of the states, but also 
those of the municipalities, should pay the salaries of the 
individual officials through banks. And I should be glad 
if these payments were made not on the ist or 31st of the 
month, but, so far as possible, as much as ten days before 
the end of the month.

Moreover, it has been pointed out in the proceedings of 
the experts that it might perhaps be possible to shift the 
days of payment at the bourses, the payments made at 
the last and middle of the month, to other days. I regard
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this as impossible. And I do not believe that there 
would be any great object in it, since payments of this 
kind, especially at the great bourses, are not made by 
way of cash payment but by balancing of accounts.

A great part has been played in our discussions by the 
question whether it is desirable that the rate of interest 
for loans on collateral should be raised by the Reichsbank, 
or that such loans should be otherwise made more expen
sive. I do not think that this is to be recommended, 
even if limited to those loans which are of a purely spec
ulative nature. Against any increase of expensiveness, 
and especially against the last-named limited measure, 
there are very serious objections. Aside from the diffi
culty of recognizing purely speculative loans and distin
guishing them from those of other kinds, we should not 
only find that money will become dearer, but should also 
go through the same experience that we had in the bourse 
law of 1896, that on the one hand foreigners would not 
longer do business of this kind through our bourses, and 
that on the other hand our own people, finding domestic 
bourse transactions made more expensive, would go 
abroad for these purposes because they could get what 
they want cheaper there. We must avoid everything 
that may have the effect of driving German capital 
abroad.

So far as regards the credit needs of the Imperial Gov
ernment and the question whether the imperial treasury 
needs strengthening, we are all agreed that it is very 
much to be wished that the imperial treasury should not 
have to apply to the Reichsbank for every advance that 
it may need, but that it should have at its disposal re-
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sources of its own for such purposes. In the discussion 
of the supplementary coinage act last spring it was pointed 
out on the part of the Government that an increase of the 
silver quota by five marks per head of the population 
would help to place at the disposal of the treasury means 
of meeting current expenses through the profit on the 
coinage of this silver. This to be sure is possible, but I 
doubt whether it would have any lasting effect. What 
we must regard as of greatest importance is to put through 
as soon as possible the financial reform which is now in 
prospect, and to place the management of our imperial 
finances upon a secure and solid footing.

Now for the question of treasury bills. I consider that 
in a certain sense the imperial treasury bills are a very 
desirable means of influencing the rate of private discount 
through their being put upon the bourse. If the rate of 
private discount is too far below the rate of discount at the 
Reichsbank, then putting the treasury bills on the market 
is a means of bringing about a tightening of the rate of 
private discount. But we must not disguise from our
selves the fact that in issuing these treasury bills the Gov
ernment takes no acocunt of whether the time of doing 
so is convenient for the Reichsbank or not. It is often 
done at a time when the Reichsbank is already greatly 
overburdened with the requirements of business. Sev
eral experts have proposed that at certain times the Gov
ernment should turn not to the Reichsbank, but directly 
to the people. It was also suggested that perhaps for
eign countries would be suitable purchasers of these treas
ury bills. I do not know how far the Government is in a 
position to consider these proposals. But one thing I
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should like to point out. It would perhaps be feasible for 
the Reichsbank, with the help of its main offices, its ordi
nary offices, and its branch offices, to make the treasury 
bills that it takes over accessible to the public at large. 
I know that in the provinces a demand for treasury bills 
often arises, and that at such times it is extremely diffi
cult for us outsiders to obtain them without some agency 
in Berlin.

I wish also to raise the question whether it would not 
be possible to have the amount of the imperial treasury 
bills stated as a separate item in the Reichsbank state
ments. I do not know whether the Reichsbank admin
istration is in a position to do this, or whether the matter 
has been already considered.

The C h a i r m a n . Herr Direktor Doctor Stroll on Ques
tion V.

Doctor Str o ll . Gentlemen, with reference to the re
striction of the demands upon the Reichsbank for credit, 
I have already expressed my opinion that these two func
tions of the Reichsbank are equally important and equally 
valuable— the function, on the one hand, of being the 
regulator of the monetary circulation, and that, on the 
other hand, of being the paramount credit institution of 
the Empire. Like Doctor Weber, I see no reason for our 
restricting the just demands of credit. That is the ob
verse side of the privileges of the Reichsbank; where there 
are rights, there are also duties. It is the right of every 
German to turn to the Reichsbank, and in doing this he 
is not committing an assault, or even doing anything 
unreasonable. The Reichsbank is not a charitable insti
tution, distributing favors right and left; it is an institu-
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tion for general use, and in the future this usefulness will 
become more and more clearly marked. Concerning the 
question of whether certain transactions are suited to the 
Reichsbank or not, some misunderstandings may have 
arisen in outside quarters. But I live in the midst of the 
business world, and I can assure you that the purposes 
that underlie the Reichsbank president’s latest order are 
already being fulfilled, and that the abrogation and puri
fication of such transactions as are not suitable for the 
Reichsbank is in full swing, and indeed is carried on more 
energetically than many would like to have it. A whole
some restriction of credit where restriction was necessary 
has been the result. More than this one can not ask with
out injury to credit in general and to industrial life.

The efforts to ease up the quarterly periods should cer
tainly meet with nothing but approval. But in so far as 
changes in business habits and customs are involved, it 
will take a long time to effect this reform. Then, too, if 
the position of the Reichsbank is considerably strength
ened by an increase of the contingent, the difficult quar
terly periods will be more easily managed, especially if, 
through the different means that have been proposed, 
more gold can be made to flow into the Reichsbank.

I do not think, therefore, that there is any urgent occa
sion for increasing the expense of borrowing on collateral 
at the quarterly periods. Who should undertake to lend 
on collateral, if not the Reichsbank? Why is it proposed 
that we should penalize such short-time loans, which are 
for the most part covered by the very best German securi
ties? What would other countries think if we were to 
penalize in some measure the borrowing of money on the
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pledge of securities of our imperial and state governments? 
The position of the Reichsbank is strong enough for it to 
be able to withstand the pressure caused by the varying 
waves of business activity.

As for the imperial treasury bills and the discounting 
of these at the Reichsbank, it is certainly true that occa
sionally, in times of stress, business interests have found 
it to their disadvantage to have the state enter into com
petition with them. Now, just here I have noticed many 
gaps in the arguments of the experts at their hearings. 
There has been complete failure to take into account the 
importance, as an element in national economics, of the 
discounting of imperial treasury bills by the Reichsbank. 
Doctor Weber has already referred to the matter. Not 
only does the Reichsbank discount the imperial treasury 
bills, but it also rediscounts them at the proper time, and 
distributes among those who can best support it the bur
den of what it suffers through granting credit to the Gov
ernment. This is extremely important. At any rate, it 
is the only occasion on which the Reichsbank gets to have 
a feeling for the open money market and a control over it, 
and on which it appears as taker, not as giver, of credit.

For the rest, I think that a certain circumstance— in the 
first instance, to be sure, relating to Prussia only— will 
bring about the result that fewer imperial treasury bills 
will come up in the Reichsbank. The attempt has been 
made to require the Prussian savings banks by law to in
vest a certain proportion of their deposits in state paper. 
So far as I have heard, the attempt has not yet succeeded. 
But the Prussian government has now tried through ad
ministrative action to influence the savings banks to do

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
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this, in order to produce an effect upon the market for 
loans. Now, if the Prussian savings banks step in as pur
chasers of state securities more frequently than before, 
then these treasury bills have a very particular importance 
for them. For much money has been lost on the ordinary 
German rentes. Each one of us has already lost his 12 or 
15 per cent on whatever German state paper he may have 
had. At first the 4 per cent paper was bought at 106; then 
it was converted to 3 % per cent— we had to put up with 
that— and to-day it stands at 91. If, then, the savings 
banks are required by an administrative measure to invest 
in state paper, they will have a very decided preference 
for these treasury bills; for they may lose a trifle in the 
market value of these, but not a sum such as is sometimes 
lost on the fixed rentes of the Empire or of the States. I 
think, therefore, that in future the Reichsbank will be less 
burdened with demands on the part of the Imperial Govern
ment, and that the treasury bills will betake themselves 
elsewhere. Finally, we have the comfortable assurance that 
when the reform of our imperial finance is completed the 
Government s need of loans will be diminished. Of course 
the treasury bills will not altogether disappear. This is 
shown by the example of other nations, which have very 
good financial arrangements and are yet occasionally 
obliged to put treasury bills upon the market and to have 
them discounted at their central bank.

The C h a i r m a n . I will ask Herr Kommerzienrat 
Fischer to speak on Question V.

Mr. F i s c h e r . The treatment that has been given to 
Question V by a great many experts has been extremely 
difficult for me to follow. One of the ablest of them has
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said that the situation in the Reichsbank last winter 
would not have been nearly so bad, if, as a general thing, 
the demands made from one year’s end to another upon 
the Reichsbank had been less than they were by 100,000,000 
or 200,000,000 marks. And a great many gentlemen have 
expressed the opinion that the Reichsbank should never 
try to find business, but should get out of the way of it as 
much as possible, and that it should serve only as a last 
reserve or last retreat for the great banks— in a word, 
that the Reichsbank should be the bank of the banks, and 
not a bank for the general public. No syllable of reproach 
has been spoken by any one against the Reichsbank, and 
I should be very grateful if I, and probably many others, 
might have our minds set at rest by a public or a private 
statement of the attitude of the Reichsbank toward the 
developments that are to come about in the next ten 
years. I should like to know, that is, whether there is to 
be an attempt to eliminate, as far as possible, business 
with the general public and with the larger organizations 
of manufactures and trade, or what are the tendencies that 
are to be operative in the future. We in south Germany 
have found, during the whole time of the Reichsbank’s 
activity there, that business with the Reichsbank is not 
particularly cheap— that perfectly sound transactions can 
be made much more profitably with other bankers. But 
we have been influenced in south Germany by the con
sideration that in critical times, and in the most critical 
times, when other bankers may fail, the Reichsbank is 
pretty sure not to fail, and that at such times it will of 
course do business only with those who have already done 
business with it at other times. I think that this prin-
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ciple is right and should still be maintained. But I 
should very much like to hear some expression of opinion 
in the matter.

To the question of what measures can be taken to ease 
up the quarterly periods, I reply that it would really be 
possible to bring about at least some improvement in the 
matter. In Wurttemberg, for example, we have dis
tributed the dates for the payment of coupons among the 
first days of all the months, instead of having them 
crowded into the first days of the quarters. By this 
means, and, further, by the possibility of redemption of 
coupons as much as two weeks before the day on which 
they fall due, the question of coupons is no longer an 
element in the difficulties of the quarterly period. I 
believe, further, that it would be possible to pay all 
salaries in the middle of every month, instead of the first 
day of each quarter. That mortgage payments can in 
the main also be shifted I do not believe.

I should certainly not recommend an increase in the 
cost of borrowing on collateral. On the contrary, I should 
be in favor of having loans on collateral no more expensive 
than discounting of bills, for I regard loans on collateral 
as always safer than bills. Nor do I understand why the 
Reichsbank should not limit the duration of its loans to 
three months as a maximum. If the rate of interest 
could be made equal to the rate of discount, people would 
be delighted. But if that should prove to be impossible, 
I should like to see at least the former arrangement in 
force— that only one-half per cent more than the discount 
rate be charged upon loans made on the security of paper 
of the Empire or of the States; that is, one-half per cent
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less than is charged when the security is in the shape of 
mortgage debentures, etc. This arrangement would con
tribute very much toward the favor with which these 
imperial and state loans are regarded.

For the rest, I agree with what the other speakers 
have said about the demands for credit made by the 
Government, etc.

The C h a i r m a n . Gentlemen, I for my part can only 
ask Herr Kommerzienrat Fischer to quiet the doubts of 
those who are afraid that the Reichsbank intends, as a 
matter of principle, to restrict its credit business in the 
next ten years, and to say to them that what the Reichs
bank has in view is only a securing of its solvency; that 
therefore it desires to have only such bills as it may use 
as legal security for its notes, but that it has no desire to 
bring about in any way a systematic limitation of the 
business of dealing in credits.

Doctor S c h m i d t . On Question V, I  have only a few words 
to say, for I fully and entirely agree with the gentlemen who 
have spoken before me. His excellency the chairman has 
already said that the Reichsbank does not think of such a 
thing as limiting the legitimate credit demands of its cus
tomers, but that it intends to pursue in the future the same 
policy as it has pursued in the past; only illegitimate 
demands, finance bills, etc., shall as far as possible be 
excluded from discounting. I think it is also desirable 
that legitimate credits in the sense understood by Herr 
Kommerzienrat Fischer be given somewhat more favor
able treatment. If it is possible, and consistent with the 
other principles involved, advances made upon loans of 
the Empire and the separate States should not be charged
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at a rate i per cent higher than the rate of bill discount, 
but either at the bill-discount rate or at most one-half 
per cent higher; for loans based on foreign state paper 
and on goods the higher rate might be allowed to stand.

It is plainly desirable to make use of all possible means 
to diminish the great tension at the end of every quarter. 
Whether the means proposed will have the desired result, 
experience must show. However, I do not regard it as so 
extremely regrettable, and as justifying a great state of 
nervousness, if at these four periods the demand of trade 
for circulating medium is particularly great, especially 
if it is not directed expressly upon the stock of gold. The 
principal takers of gold at the quarterly periods are the 
state treasuries, which draw these large quantities from 
the Reichsbank for salary payments, and possibly the 
drawing out of gold might be diminished by making more 
payments in small notes; of course I do not speak of the 
entire salary of a commanding general, which has been 
mentioned. The plan of requiring loans on collateral 
at the ends of the quarters to be taken for a longer time 
I do not regard as very effective. It might perhaps 
somewhat diminish the demands for loans on collateral at 
these times, but the return current would also be cor
respondingly retarded; for if the minimum period were 
made twenty days instead of ten, the money would not 
flow back earlier than that, even if it was no longer needed. 
Accordingly, such a measure would in my judgment more 
probably accentuate the tension at the critical period 
than bring about an improvement of the present condi
tion, for it is certainly desirable that the return current 
should set in as soon as possible.
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The question of treasury bills is an extremely serious 
one, and at times of great strain of credits the difficulty of 
the situation has been decidedly increased by the circum
stance that by means of these treasury bills resources 
were drawn away from the Reichsbank which, for one 
reason or another, it had expected to retain in its port
folio and not to be compelled to place upon the market. 
The sending of treasury bills to the Reichsbank, if they 
stay in the Reichsbank, is essentially exactly the same as 
though the treasury satisfied its needs directly by the 
printing of paper money. It prints treasury bills, gives 
them to the Reichsbank, and in their place the Reichsbank 
issues paper money, bank notes, that are covered to the 
extent of at least one-third. If a great quantity of such 
treasury bills flows into the Reichsbank, we get still nearer 
to the minimum of the gold cover. Hence it is to be 
hoped that the reform of the imperial financial system 
will put an end to this shocking lack of money on the part 
of the Government, so that the Government may no longer 
be in the position of having deficits all the time and being 
compelled to make short-term debts, but shall itself obtain 
the funds necessary for its expenses. For this purpose, 
too, the profits on the new coinages of silver should be 
utilized.

It is true that in the treasury bills the Reichsbank has a 
convenient means of obviating the great difference between 
the rate of private bank discount and the rate of Reichs
bank discount when this difference reaches a certain 
point; and, since bills can not be rediscounted out of the 
portfolio, this is the only means the Reichsbank has of 
doing so, and it is a very useful means. In our discussion
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about foreign bills it was said that if we wish to prevent 
the outflow of gold by tightening the discount screw it is 
not the official rate of discount by which we should be 
governed, but the private rate of discount. But through 
the giving out of treasury bills the Reichsbank can always 
make the private rate of discount approach the rate at 
the Reichsbank. Still, we may hope that the Reichsbank 
will not in future have such an excessively large quantity 
of treasury bills.

The C h a i r m a n . I will now ask Director Schinkel to 
take the floor, first on Question V, and then on Ques
tion IV.

Mr. S c h i n c k e L. Gentlemen, I  need say no more about 
Question V, A (as to whether a restriction of the credit 
demands of general business is desirable), now that our 
honored chairman has made such a very satisfactory 
declaration— one that has given me in particular a great 
deal of pleasure.

As for the quarterly periods, I look upon them as, on 
the one hand, not so terribly dangerous, and, on the other 
hand, unavoidable. Certainly we should do all that lies 
in our power to ease the tension of the quarterly periods. 
This is already being done by the state authorities, since 
they are almost too energetic about bringing coupons to be 
redeemed before the quartely periods arrive. In a certain 
way this makes the quarterly periods easier to get through 
with; in another way it demoralizes business if people 
can take into their possession on the 20th, the 16th, or the 
10th of the month that which they are not supposed to 
receive until the 31st. For all that, the quarterly periods 
are in this way relieved. The banks of issue should also
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try to make things easier by fixing the time for paying 
coupons not always at the first of the quarter, but 
also at the first and at the middle of the other months; 
and this is just what they are doing. But when these 
measures are taken, we shall have exhausted pretty much 
all the possible and conceivable ways of relieving the 
stress of the quarterly periods.

I do not in the least see why borrowing money on secur
ity should be made more expensive. A loan on security, 
and especially a short loan, is in itself a perfectly safe 
transaction for the Reichsbank; and for those who accept 
the loan it is not in the least a discreditable transaction, 
but one that is absolutely legitimate. I think therefore 
that an increase of the number of interest days, and a con
sequent increase of the expense, is uncalled for.

On the other hand, I also fail to understand why the 
rate of interest on loans on security should be lowered. 
For reasons based on banking principles a certain degree 
of difference between this rate and the rate of bill discount 
is always desirable.

Now, as for the credit-demands of the Imperial Govern
ment, I am opposed on general principles to imperial loans, 
and I am consequently also opposed, in some measure, to 
all imperial treasury bills. Besides, I think that through 
the issue of treasury bills the Government has quite un
duly lowered the condition of the Reichsbank. I recog
nize, however, the fact that imperial treasury bills can 
not be altogether avoided. It may even be that they are 
useful to the Reichsbank as a means of influencing the 
rate of private discount. But for this purpose no such 
great quantities were needed as the Reichsbank has been
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compelled to take into its portfolio. I expect the Gov
ernment to create for itself a working fund which shall 
render the issue of such large quantities of treasury bills 
unnecessary.

This is all I have to say on Question V, and with the 
permission of the chairman I should like to return just for 
a moment to Question IV. I fear that the desire to ex
press myself briefly carried me rather too quickly past 
the subject of the small bank notes and the check. The 
remarks of Herr Geheimrat Wagner have roused in me a 
great deal of sympathetic feeling. Even this morning I 
did not give myself out as an advocate of an increase in 
the number of small bank notes. I, too, think that the 
50-mark notes can not be regarded as among the small 
notes. The plan of forcing upon trade more 20-mark 
notes than there is demand for, I consider ill-advised and 
dangerous. The small bank notes will come back to the 
Reichsbank on the first of the month, especially in critical 
times. The point to be kept in mind, I think, is that the 
bank notes— it makes no difference whether they are large 
or small— must always and everywhere be payable in 
gold; so long as this principle is maintained, it does not 
very much matter about the precise quantity that is 
issued.

As for the check, I expressed this morning a certain 
disapproval of it. When the check loses the character 
of a means of payment, and becomes part of the currency 
(and this is what has been happening, unfortunately, 
in consequence of the propaganda for the check, though 
the propaganda had an entirely different object), when it 
goes into the bank, as it often does, with 20 or 30 signa-

1029

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



tures, and after a far too long period of circulation, then 
the check is a nuisance. The check will not fulfill its 
purpose— which is to diminish the circulation of cash—  
until it becomes customary not to cash it at the cashier’s 
desk, but to credit it on an account. Only through a 
further development of the deposit-and-transfer business 
will the check be freed from the inconvenience which 
now attaches to it.

Now, one more word to quiet the doubts of Herr 
Geheimrat Wagner. One of the advantages of this 
investigation is that we sit for once face to face with each 
other and can talk to each other in person. For one 
thing, I should be very glad, indeed, if I might persuade 
Herr Geheimrat Wagner and those of his class to abandon 
the idea that the money that is deposited in the great 
banks is used only for purposes of speculation on the 
bourse. It is of course difficult to remove an impression 
when it has once obtained lodgment in the mind. Then, 
again, I wish to say that no one need bother to go to a 
bank that will start an account with him on such favor
able terms (through pressure of competition) that he is 
almost uncomfortable and feels that he must recompense 
the bank by doing other business with it. I can say from 
my own personal experience that a first-class bank never 
thinks of such a thing. Certainly, when the banks stop 
to consider the matter, they must be really ashamed of 
granting such favorable terms. I think that neither the 
great banks nor the Reichsbank ought to give interest 
on deposits, for the equivalent return consists in the trouble 
and work that is involved in the deposit business, and the 
giving of interest is a downright abuse. But no respect-
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able bank will for this reason ask, even when it sends out 
its prospectuses to its customers, that securities be bought, 
or that any such transaction be made. I invite Herr 
Geheimrat Wagner to come to Hamburg, not for the 
sake of prying into the secrets of the deposit business—  
though there would be no harm in that either— but that 
he may find out for himself how a great deposit-and- 
transfer business is really carried on by a bank. The 
banks here are still beginners in the matter. At the 
Hamburg banks there is no personal relation with the 
depositors; we do not even know them by sight; we only 
know the signatures, and we take care that accounts are 
not overdrawn. We do not give any regular interest, 
as is the custom here. Our returns come from having 
in our hands all the year 20,000,000 marks of deposits, 
with the interest of which we pay our whole force and 
also meet the whole of the risk that undoubtedly attaches 
to the deposit business. But that very great advantages 
secured by a bank to its customers should bind the cus
tomers, even by a merely moral obligation, to become 
thenceforth bank and bourse speculators— this is a view 
that I beg Herr Professor Wagner will oppose with all 
his might whenever he comes across it; for it would be 
a pity if the extension of the deposit-and-transfer system 
in Germany were to suffer because of such a mistaken 
idea.

The C h a i r m a n . We now return to Question IV. Pro
fessor Lexis has the floor.

Doctor L e x i s  : Gentlemen, permit me to go back to a point 
that Doctor Schmidt made this morning. He observed 
that the number of crowns (Kronen) had probably changed
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very little; that there are now probably nearly as many 
crowns as were originally coined. It is not likely that 
many crowns have been melted, and there must have 
been few exported, since no business transaction can be 
effected with them. They can hardly have been exported 
as bullion, since they get more wear and tear than the 
double-crowns. It is therefore very probable that there 
are still something like 700,000,000 marks’ worth of 
crowns. Now, on this assumption one could devise a 
method of valuation which, while it would not, to be sure, 
give an accurate result, would at least be comparatively 
easy to put through. What is the proportion now between 
double-crowns and crowns in such collections of cash as 
are supplied directly from the channels of trade? This is 
the thing to be determined. And this is comparatively 
easy to determine. So far as I know, crowns and double
crowns are always separately sorted, and I think this is 
probably the case in the Reichsbank, too. The proportion 
of crowns to double-crowns in the Reichsbank will prob
ably turn out to be different from the proportion obtaining 
in ordinary business. But that makes no difference. If 
we simply assume that the whole amount of crowns is
700,000,000 marks, and if the Reichsbank has 200,000,000 
or 300,000,000 marks of them, we shall know from that 
about how many there are outside the Reichsbank. 
Thus, we might make out a double set of statistics; we 
could determine on the one hand the proportion of crowns 
to double-crowns in the stock of cash in the Reichsbank; 
and we could determine on the other hand, by a wider 
survey— say, of the great banks— what proportion obtains 
between the two coins in the rest of the business world.
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A number of great banks would probably agree to let 
this proportion be determined on certain fixed days. 
We could proceed confidently on the principle, that there 
are 700,000,000 marks in crowns (perhaps with a deduction 
of 5 per cent for loss in one way or another), and we 
could then determine from the data referred to the sum 
total of double-crowns. This is a suggestion that may 
fall on fertile ground. I will not pursue it further.

As for the particular question that lies before us, I 
have no instinctive liking for small notes. First, on 
aesthetic grounds, which have already been advanced, 
and which might in some measure be looked after, espe
cially by having the 20-mark notes renewed as often 
as possible; further, for the reason that I have already 
explained— that these notes have often been forced into 
use by a certain amount of pressure. I adduced exam
ples to prove this statement. The less pressure one 
brings to bear at first upon the public in a matter of this 
kind, the less need will there be of pressure later. The 
fact is, the public should become gradually accustomed 
to these notes. And I thoroughly agree with my col
league Professor Wagner in questioning the advisability 
of putting large sums in small notes into circulation. 
But the arguments in favor of the small notes were also 
advanced yesterday. At critical times small notes may 
be absolutely necessary, and on this account it will be a 
good thing for the public to be accustomed to them 
beforehand. But I should favor an increase in the 
present quantity only in so far as the public is willing to 
take the notes; if the public will take them, the amount 
may be raised even beyond 300 million. What I chiefly
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have in mind is the 20-mark notes; the 50-mark notes 
are not properly to be classed with the small notes.

, But I have still another reason for my practical decision 
in favor of the small notes, though this is a reason that 
I have on another occasion advanced as an argument 
against them. The small notes, and even the imperial 
treasury notes— much as these are hated, and little as I, 
for that matter, like them— serve in a measure to keep 
down the small check. The more bank notes and treas
ury notes we have of the value of twenty, ten, and five 
marks, the less of a chance small checks will have of 
making their way into use. Small checks are an evil; 
they are getting to be a very inconvenient part of the 
currency, more inconvenient than bank notes, and even 
more so than silver coins. For the shoemaker, for 
instance, it is a positive nuisance to be paid with a check 
for 16 or 18 marks for a pair of shoes. The man must 
skip off to a bank and get the check cashed; he does it, 
but it can not help being inconvenient. But even if he 
has an account at the bank, and himself pays the grocer, 
etc., with checks, that is to my mind a useless expendi
ture of trouble; it involves a great deal of writing that is 
not worth while. It would be much simpler for the man 
to receive small bank notes, and to use them again in 
paying his own bills.

But there is another point which I should like to call 
to your attention. It is in my judgment not desirable 
that the check business should extend further down than 
the middling business class. I should regard it as a very 
regrettable thing if it should be developed as it is in 
America, where even the laborers have their bank ac-
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counts and are paid, and pay others, with checks. Nor 
should I be glad to see the small officials or pensioners, 
or persons having small fixed revenue, having a regular 
bank account and paying with checks. To these men 
of fixed income those considerations do not apply which 
weigh with the business depositors of the bank, who let 
their bank accounts stand even in critical times, because 
they are in need of the checking facilities. The men of 
small fixed incomes, the lesser head craftsmen, and the 
lesser officials close their accounts as soon as a crisis 
looms in sight. We have seen this happen in the worst 
degree in America. There the check system simply 
stopped of its own accord because the people of this 
class, who had hitherto paid with checks, became anx
ious, stormed the banks, and drew out their deposits. 
In this way the whole monetary circulation was for the 
time crippled. A thing like this may happen in England, 
too, at any time. Formerly, when one spoke of a run on 
the banks one meant a run to redeem bank notes. But 
in America there was nothing of this kind. The national 
banks were not overrun; they held their own much 
better than the trust, savings, and deposit banks; and, 
most important of all, the notes of the national banks 
were still treated like cash. The disagio in payments 
was confined to checks, and that was because the deposits 
had been withdrawn.

I think, therefore, that it is not desirable that the check 
and deposit system should be extended so widely among 
the people of small fixed incomes; in many respects I 
consider payments with notes to be preferable. On the 
other hand, I am altogether in favor of the utmost devel-
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opment and extension of the check system in its proper 
domain. I regard it as a very important means not 
only of strengthening the gold stock of the Reichsbank 
but also of facilitating in general the utilization of capital. 
For this is what it amounts to in the end— that at times 
when it is not needed by its owner the capital residing 
in the banks in the form of deposits can be utilized in 
another quarter to the fullest possible extent. To my 
mind this is the chief advantage, much more important 
than the mere economy of metallic currency; and so I 
fully agree with the gentlemen who have preceded me 
that an extension and increase of the check system is by 
all means to be desired, at least if, as I have suggested, it 
be restricted to business circles, including men of prop
erty who do business with the banks and also well-to- 
do officials, but excluding so far as possible the little 
people. Of course any check, as has often been said, 
fails to serve its purpose if it is not deposited so as to 
enter into the clearing and transfer system. The mere 
taking up of checks is no gain; on the contrary, it is an 
injury to the circulation.

As for the question of an increase of the minimum of 
noninterest-bearing deposits, I can not but regard this 
measure as pointless, or at any rate as not at all useful, 
at least with reference to the question at issue, for I do 
not think that the stock of gold of the bank would be in 
any way strengthened by an increase of the minimum of 
noninterest-bearing deposits. The first deposit, as well as 
any later increase of the minimum deposit, may be made 
in any one of a number of different ways— through de
positing bank notes, through discounting of bills, or even
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through loans on collateral. I do not see therefore how 
the stock of gold is to be strengthened by this measure.

Nor should I recommend the acceptance by the Reichs- 
bank of interest-bearing deposits; it would be of no use 
except to very anxious people who are bent on securing 
the greatest possible safety for their deposits, and at the 
same time were not willing to go to the savings banks, 
where they would be sure of finding sufficient guaranty. 
Most of that part of the public which is well off, and even 
of that part which is not so well off, would still prefer the 
high rates of interest that can be drawn at other banks, 
even in times of money scarcity, bast year the pro
vincial banks of the second order gave interest as high 
as per cent in their current-account business on 
deposits that were payable on demand and that were 
therefore at all times at the disposal of the depositor.

The purchase of checks by the Reichsbank may be 
looked upon from different points of view. On the one 
hand, the circulation of checks might be facilitated 
thereby, bike one of the gentlemen who have already 
spoken, I regard that as an abuse. Checks are a means 
of payment, not currency; they ought to go as directly 
as possible— only through the bank as an intermedi
ary— into the clearing house or the balancing office; 
they ought never to pass into circulation. In my judg
ment the ten days’ delay allowed by the German im
perial law is anyway too long. In England, so far as 
I know, there is no legal regulation of the matter; but 
custom has established that they should be turned in “ in 
due time, in reasonable time;” in practice the customary 
interval covers, I believe, the third day. In so far, then,
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as the purchase of checks may facilitate the circulation 
of checks, I should regard this measure as ill-advised. 
On the other hand, another result of the measure would 
be, as Director Peter has already observed, that the 
period of the circulation of the check among the pub
lic would be shortened; the check would be withdrawn 
from circulation sooner. Thus there are two sides to 
the case. On the whole, however, I think it would be a 
good move, provided it were carried through in the way 
his excellency has proposed— with restriction of the 
purchase of checks to those persons who have deposit 
accounts with the Reichsbank.

Freiherr v o n  C e t t o - R e i c h e r t s h a u s e n . Gentlemen, I 
wish to express my opinion with regard to the issue of 
small bank notes from the standpoint of one who has in 
principle no liking for such a measure. It seems to me 
that a larger issue of small notes and a forced introduction 
of them into business would bring us close upon the 
danger of a paper-money system— a danger which in 
critical times could not be avoided. I can therefore easily 
sympathize, in principle, with the view of Herr Geheimrat 
Wagner. On the other hand, it must not be forgotten 
that the issue of small notes may be regarded as an 
important means of financial equipment. At any rate, 
I think the small notes are calculated to force gold out 
of circulation. As to whether they will in point of fact 
cause it to go into the Reichsbank, I am somewhat 
in doubt. It may be that they will cause gold to go, 
not to the Reichsbank, but to other banking institutions. 
At any rate, it is conceivable that the country’s stock of 
gold will be concentrated more and more in the banks
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and drawn more and more out of business use, that 
therefore a substitute for gold as currency will be found 
in small notes— a consummation which may, after all, 
appear desirable when we consider the excessive use of 
gold in payments of all kinds.

As for the safety of small notes, I have no doubt of it 
so far as normal times are concerned, or even exceptional 
times, since the small notes must always be covered, just 
as the notes of larger denominations must, and the obliga
tion to redeem them in gold can not be put in question. 
Only I wish to observe that in my experience the circula
tion of small notes in country districts has hitherto made 
very little progress. For example, at the bank of which 
I have the honor to be president we have noticed that 
while small notes are accepted in payments, still at an
nuity periods, for example, they come into the bank in 
streams, so that we can infer that in the country districts 
there is a tendency to get rid of the small note, rather 
than to keep it in circulation. The reason is clear; I re
marked yesterday that our people prefer hard money to 
bank notes. This is especially so in Germany, because 
we have not been long used to carrying on business with 
paper money. In Austria the case was and is different. 
In Italy, too, it is different; we have not yet adopted 
these customs. In Bavaria the smallest note in circu
lation was for a long time the io-gulden note of the 
Hypotheken Fund Wechselbank. There were no notes of 
lower denomination in Bavaria. Now the 5-mark 
notes have been adopted, which, wdiile they are available 
for business, have the disadvantage— partly because of 
their small size— that they soon become dilapitated, and

1039

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

reach a state (I know something about it from expe
rience in checking up the bank’s cash holdings) that 
must be described as anything but appetizing— it is 
positively disgusting.

There is no question but that in reference to the cir
cumstances of the present time the deposit-and-transfer 
system is to be preferred to the check system, and should 
therefore be particularly fostered. On this point all the 
gentlemen who are present have expressed their agree
ment. I can, therefore, add my voice to the general 
dictum. On the other hand, I should regard the exten
sion of the practice of taking interest-bearing deposits 
through the Reichsbank’s adoption of it as a distinct 
encumbrance upon the Reichsbank. I can well believe 
that a sufficient reason for the Reichsbank’s not having 
engaged in the business of taking interest-bearing de
posits, although it was empowered to do so and could 
have done so long ago, is to be found in the fact that the 
mechanism of this business would have been a very great 
encumbrance upon its regular activity. I share on the 
whole the view expressed by Herr Peter that the Reichs
bank would thus enter into a very unpleasant competi
tion with the savings banks and cooperative banks. But 
how far the competition would make itself felt would 
depend upon how high a rate of interest was paid on 
deposits and upon the amount of the-minimum deposit. 
These are, of course, two decisive factors.

I have now made the few remarks I wished to make on 
Question IV. I beg, Mr. Chairman, that you will permit 
me to pass on at once to Question V.
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On Question V I had been struck with the very thing 
that my honored countryman, Doctor Stroll, has said—  
that to diminish the use of the Reichsbank would be con
trary to the idea of the Reichsbank’s function. But the 
explanation of his excellency the president of the Reichs
bank has rendered any such remark superfluous.

As for the shifting of the quarterly need of money, I 
should like to bring to your notice the fact that in the 
case of a great number of coupons— as with state coupons, 
with the coupons of the debentures of the mortgage banks, 
as also in the case of annuity payments, which play an im
portant part in the matter— in all these cases the times for 
paying interest are not by any means regularly fixed at 
the quarter days. The coupons, like the annuity payments 
of many great mortgage banks, are some of them payable 
almost every month; so that this business can not, in my 
opinion, cause excessive demands to be made upon the 
Reichsbank through need of money at the quarterly periods. 
Another question is whether the collecting of coupons and 
salaries were to take place before or after the first day of 
the quarter. If it takes place before, even [nc] if only a 
short time before, very little change will be perceptible 
in the whole situation, since subsequently, and precisely 
in the first days of the quarter, more demands would be 
made upon the Reichsbank through the payment of 
coupons, salaries and wages. To fix the time of pay
ment after the quarter-day would hardly be feasible. 
This would necessitate an indulgence on the part of the 
creditor which he could hardly, in ordinary circumstances, 
bring himself to exert. I must say, therefore, that I can 
not feel confident of great results from this measure.
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As for the business in loans on collateral, I think this 
is to be regarded as about coordinate with the bill business 
of the Reichsbank. I, too, think that borrowing on col
lateral should not be made more expensive. I consider 
it a perfectly legitimate business, and should be very sorry 
if it were made more expensive. I am just as strongly 
opposed to the idea of shortening® the period, and to the 
idea that the rates of interest for loans should be raised 
at the quarterly periods. On the contrary, I am of the 
opinion that the loan business should be treated with no 
less favor than is shown to all the regular bill business.

Mr. R o l a n d - L u c k E. I believe I am the last person of 
all to speak on Question IV, and I shall therefore hardly 
be able to submit new matter for your consideration.

As for the issue already made of 50-mark and 20-mark 
Reichsbank notes, Herr Raab has shown us by the example 
drawn from the post-office that this issue was useful and 
was, in a way, necessary. If one were in need of argu
ments to prove that great economic ends in the matter of 
the movements of money could be attained in a desirable 
way by means of paper, then the reference to the large 
sums of money delivered every morning by the post 
would certainly have made it clear that this delivery 
might very properly be made in the shape of paper, espe
cially since the paper would go back again to the post in 
the evening.

Now, as for the question of whether it is permissible 
and desirable to increase the number of 50-mark and 
20 - mark notes in circulation (now amounting to
300,000,000 marks), my opinion coincides, so far as the

“ The speaker doubtless meant lengthening, not shortening.— Translator.
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50-mark notes are concerned, with that of some of the 
previous speakers; that is, in so far as there is clearly a 
genuine need in business for more 50-mark notes, I 
consider an increase of their quantity to be a safe move; 
I mean that I consider it unnecessary for the present to 
fix a maximum. As for the 20-mark notes, I imagine 
that, since in a time of economic slackness— or even, I may 
say, economic standstill— when there was little money in 
circulation, the need of a comparatively large quantity 
of 20-mark notes has made itself felt; I imagine, I say, 
that in a period of greater activity a greater need will 
arise in a legitimate way. Nevertheless I urgently advise 
that a limit be set. Director Schmidt has recommended 
that we withdraw from circulation as many 10-mark 
pieces as possible in order to strengthen the stock of gold 
of the Reichsbank, this recommendation being probably 
directed toward pointing out a way in which we should 
be justified in issuing a larger quantity of 20-mark notes. 
Well, gentlemen, I should recommend precisely the opposite 
course. Director Schmidt has very eloquently maintained 
that the 10-mark piece is not melted down for industrial use 
and that it has not shown itself to be subject to exportation. 
In other words, then, if we are looking for that gold piece 
which experience has proved to be suited for being kept 
in circulation in petty trade we have it in the 10-mark 
piece. I am perfectly cognizant of the argument based 
on the loss of weight which this gold piece undergoes 
through circulation. But if we accept the view that 
while it is not right from an economic standpoint to 
let too much gold circulate, at the same time it is well 
to keep a certain gold reserve among the public; if we
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accept this view, we ought not to withdraw from circu
lation the very gold piece that has proved itself best 
adapted to remain in circulation.

If, after observing for a sufficiently long period a 
situation unlike that of last year, we are convinced that 
business is in need of more 20-mark notes, very well, 
then, let us gradually meet this need as opportunity may 
arise. We can conceive of a great quantity of these 
50-mark and 20-mark notes being used on occasion to 
form part of the cash which in any number of counting 
rooms, official as well as private, is kept more or less as a 
reserve fund and is never actually used. Our chairman, 
I believe, has referred to this in another connection. I 
think that if one were to go carefully over the country 
to see the various stocks of cash balances that are kept—  
we must not confine our attention to the great deposi
tories— one would find among the cashiers and treasurers 
a great many prudent people who do not feel comfortable 
unless they have in their tills or safes a certain amount 
of money over and above that which enables them to 
meet even unusually large demands. This excess in the 
supply of money is, in my judgment, decidedly uncalled 
for, since it is of no use to anyone. It seems to me 
eminently desirable that in this excess, which has hitherto 
consisted of gold and large notes, we substitute for these in 
some measure 50-mark and 20-mark notes. Whether the 
really active circulation that is carried on by business will 
continue to hold 20-mark notes in large quantities is a 
question that can not, in my opinion, be decided until we 
have had a period of financial and business activity to
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contrast with the period we have just had and are still 
living in.

As for the extension of the deposit-and-transfer, check 
and clearing system, an effective effort in this direction 
would in my judgment be an excellent means of preventing 
an excessive circulation of money among the public. In 
dealing with this question, however, I beg you to consider 
with reference to the many complaints that have been 
made here on one aspect or another of the matter, that 
until about a year ago the impetus for this movement was 
given practically by the banks alone, that there was only 
a very moderate support of it elsewhere, and that naturally 
no great results could be obtained until the propaganda 
was given wider scope. I remember that four years ago, 
in the association of German banks, in anticipation of the 
approaching increase in our industrial activity and of the 
expected growth of our business activity in general, I 
pointed out how much useless money we lug about with 
us in business, whereas, in view of the season that was 
approaching, gold especially would serve a far more useful 
purpose if it were concentrated in large quantities in the 
Reichsbank. A prominent member of the association at 
once went to the length of sounding the watch cry: 
“ For Heaven’s sake do not take gold out of circulation; 
for when it is in circulation it is much better protected 
against being exported than when it is lying in the Reichs
bank.’ ’ Thus they went to extremes, instead of preserv
ing the middle course, as it was my sole aim to do. If, 
then, we succeeded last year in developing more of a propa
ganda in this direction, and in extending our instruction
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over a wider area, it is only from that time on that we have 
had an opportunity to observe how far an understanding 
of the right treatment of all questions that pertain to the 
subject is likely to spread in business circles in general.

As for the deposit-and-transfer system, the raising of the 
deposit minimum is the most effective means of taking 
currency away from the Reichsbank. Gentlemen, before 
the last raising of the deposit minimum on the part of the 
Reichsbank, there was a very general idea that a deposit 
account with the Reichsbank cost nothing, that it was the 
eminently convenient and desirable means of payment; 
and many people handed over their deposits to the Reichs
bank without considering that expenses must in point of 
fact be defrayed either by the person who makes a transfer 
or by him who receives it. I do not mean to say that all 
the depositors understood that they did not need to pay 
any costs. I merely maintain that the idea was wide
spread, and that where it existed people acted accordingly. 
Now, when the raising of the minimum was carried through, 
I encountered constantly in my profession people from all 
parts of Germany, especially from the banks of middle 
Germany, who said: An account at the Reichsbank costs 
so and so much per mille; but transportation of funds and 
insurance of them by an insurance company cost so and so 
much less; we shall be obliged, for good or ill, to take to 
remittances of cash. That this has actually happened is 
true. I am perfectly aware that for two reasons it is use
ful and necessary for the Reichsbank to demand a certain 
minimum balance as a condition of an account at the 
Reichsbank. One reason, the one which I consider the more 
important, is that in reckoning the amount of its demand
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obligations it can practically deduct from its liabilities the 
sum of these minimum credits of its depositors, the other 
reason— which weighs less with me, but still is perfectly 
sound and natural— is that in some way or other compen
sation must be obtained for the tremendous expense and 
trouble that the transfer business causes the Reichsbank. 
I am therefore far from advising that we remove completely 
the deposit minimum, and perhaps compensate the Reichs
bank for its removal by instituting fixed charges; but I 
wish nevertheless that the Reichsbank directorium would 
preserve a proper relation between the expenses of trans
portation and insurance through an insurance company on 
the one hand and the expense occasioned by the keeping 
of a noninterest-bearing minimum balance on the other, 
so as not to offer too much inducement for a resort to the 
transmission of cash.

As regards the use of checks, it is hardly necessary to 
enter upon a consideration of the. complaints that have 
been made or of the abuses that have here and there 
arisen. It is quite natural that in the employment of 
checks, particularly among those who have been using 
them only for a short time, there may occur here and 
there occasionally certain excesses and improprieties. 
To undertake at this early day to prevent these things by 
special restrictions would perhaps be premature. We 
must watch the matter with some patience, and it is to 
be hoped that after further progress has been made we 
shall determine upon such measures as may be indi
cated as necessary by the experience of the various par
ties concerned. The check system will never become 
that perfect mechanism which Herr Schinkel has called
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to our attention in speaking of the Hamburg transfer 
system. But the Hamburg bank-account system pre
supposes an empirical development; it rests upon the 
assumption that we are dealing with a public having a 
thorough mercantile training and with bank manage
ments that are in a certain degree expert in mercantile 
affairs. Whether in Germany we shall ever reach the 
point of being able to introduce generally a bank-account 
system even approximately equivalent to the Hamburg 
system I feel compelled to doubt.

The question has been raised whether the Reichs- 
clearing is to be looked upon as a means of making prog
ress in the matter of the check system. Gentlemen, this 
strikes me as about as sensible as if one were to point out 
a high tower to one who had just climbed a little moun
tain, and say to him: Jump up! All the same, I am 
most sincerely grateful to the man who at the proper 
time undertook the very useful office of using his influence 
here in our banking circles, above all, in favor of the 
Reichsclearing. I believe that I was the principal one 
to speak— much to my own regret— here in Berlin bank
ing circles in opposition to the prosecution and develop
ment of this scheme, because in point of fact I was con
vinced that there were obstacles in the way of it that 
could not be overcome. When we compare our situation 
in the matter with that of England, we see that it is 
different in a great many respects, of which— in order 
not to bore you too much— I shall mention only two. 
In Germany we have different holidays in the different 
States. We have States whose economic activity is 
very great and in which, nevertheless, two or three holi-
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days often come in succession. On account of the great 
distances in Germany we have places in which the post 
does not arrive till the afternoon, so that it may happen 
that even on days that are not legal holidays the busi
ness brought by the post can not be attended to on the 
same day. Furthermore— and this is to my mind a 
reason that is by no means unimportant— we have to 
reckon with the peculiarities of our different economic 
centers, since there is certainly no occasion for doing 
away with them. The cultivation of economic differ
ences and of the independence of a number of different 
States can not, I take it, be other than very beneficial. 
At the time of the proposal of a Reichsclearing a great 
many bankers, big and little, were asked: “ Here are the 
arguments pro and con. What is your view as to the 
institution of a Reichsclearing?” Most of the practical 
men consulted expressed themselves, some for one reason, 
some for another, as on the whole decidedly opposed to it.

Gentlemen, if one can not have the mountain, it is 
still worth while to climb, in the first place, to a lesser 
height. From the habit of ascending the lower peaks 
one may easily acquire the desire to attempt the greater 
mountain. I am no less decided in my conviction that 
for the present a Reichsclearing with a central office in 
Berlin is out of the question, than I am in my approval 
of the plan of having clearing houses for the separate 
provinces, a plan proposed by Herr Geheimrat Riesser 
when he saw that there was as yet no practical possi
bility of instituting a clearing house for the whole Em
pire. For this purpose the Reichsbank is an agency 
ready to our hands. The only answer, therefore, that
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I can give to the whole question of how the deposit-and- 
transfer, check and clearing system may best be extended 
is this: In the first place, the Reichsbank must follow very 
carefully the whole movement in this domain; it must 
correct the movement at times and guide it into the 
proper channels; and when occasion arises it must step 
in and give it encouragement. And I think there are a 
great many cases that admit of being suitably treated, 
without the possibility of effective or influential opposi
tion, if the different offices of the Reichsbank are held in 
close, or I might say organic, connection by the appro
priate official in the Reichsbank administration, if the 
men at the heads of the different departments in Ger
many are kept constantly on the alert; since from the 
observation of practical affairs one may often catch 
suggestions for more or less important improvements, 
through means of which the whole machinery of motion 
may be strengthened. If this happens, we shall make 
safe and steady progress— though not in a day’s time—  
in the whole financial domain. For example, a Reichs
bank office w’ould report: The offices of judicature in our 
district are altogether opposed, in spite of all the pains 
we have taken, to the opening of deposit accounts at the 
Reichsbank. You shall find, right here in Berlin to-day, 
any number of officials who persistently resist the plan of 
opening a deposit account with the Reichsbank and let
ting the public also have the benefit of such an account. 
The reason of this resistance is perfectly clear; before it 
is rooted out the present generation of our cashiers and 
treasurers will have to die out. [Very true.]
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It can not be denied that if I, a cashier, say to myself, 
“ If there is no more delivery of money, you are a super
fluous person,” I am naturally opposed to the idea of 
a Reichsbank deposit account. I should like to cite a 
practical instance. On one occasion I wrote to a district 
office with regard to a certain question, and added: “ Will 
you kindly tell me whether you have a deposit account at 
the Reichsbank, since there is a Reichsbank branch in 
your district?” I received a very courteous reply, enter
ing carefully into all the other points I had inquired about, 
but there was no answer to the question about the Reichs
bank deposit account. Then, again, I availed myself 
later of another opportunity, and went and said to the 
district treasurer: ‘‘You have a great deal of business 
going on here, a great many large firms are in your district; 
I see the great sums of money that you have in your vault 
and that you must keep more or less all the year round. 
Have you not yet been convinced that on broad economic 
grounds you would do well to join the general movement? ” 
Thereupon he replied: ‘‘Ah, our Herr Tandrat is opposed 
to it.” But I saw from his face that he himself was still 
more opposed to it.

This is human nature; the young men must step in and 
relieve the old ones; and the money cashiers must come 
to see that if they are no longer of use in that capacity 
they can still earn their bread just as well as before in the 
no less necessary capacity of book cashiers.

As for the acceptance of interest-bearing deposits, I 
consider that the taking up of this branch of business at 
the present time would be dangerous ballast for the Reichs-
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bank in two ways— dangerous because it would distract 
the Reichsbank from the concentrated attention which it 
must give to its own proper task, and dangerous because 
it may also at times disturb the perfect and necessary im
partiality of the Reichsbank by giving it a certain bias. 
As has already been stated, the Reichsbank has, even 
according to its present constitution, a perfect right to 
take interest-bearing deposits, though only to a moderate 
extent. It has done so, and has given it up. In itself, 
that is no proof against its advisability, for a thing that 
fifteen or twenty years ago may have appeared to be de
sirable is not necessarily so to-day. All I say is this: If 
new and unforeseen circumstances arise which make it 
necessary for the Reichsbank, for reasons well weighed 
and established, to take up this branch of the banking 
business, it can do so at any time. If the experiments it 
makes are such as to warrant an extension of the busi
ness, ways and means will be found. For the present, 
however, gentlemen, it is to be hoped that our economic 
activities will still be conducted in such a way as not to 
complicate the stupendous tasks of the Reichsbank. And 
I should look upon the management of interest-bearing 
deposits, with all that it involves, as decidedly a compli
cating factor. If we wish to preserve and make certain 
under all circumstances that careful and calm considera
tion— a certain freedom of the Reichsbank in relation to 
our whole monetary system— then we must not make the 
performance of its functions more difficult by splitting 
up its activities.

As for the purchase of checks by the Reichsbank, I am 
convinced that since we have a check law the Reichsbank
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should undertake this too, if only in order to escape the 
accusation that there is this flaw in its deposit business—  
that the Reichsbank fails to transact a part of the busi
ness which many customers often need to have transacted, 
and that the customer is sometimes obliged to apply to 
other banks. Among many banks and bankers it is, 
indeed, customary to take checks at once from any bearer 
in whom they feel sufficient confidence, making only a 
very small charge for the accommodation. I think, there
fore, that in most cases of this kind the custom of negotia
ting such checks at the Reichsbank will not be adopted; 
but it is absolutely necessary that the Reichsbank be 
adequately equipped for popularizing the system of 
Reichsbank deposit accounts and for developing to the 
utmost the use of this system and of the check system.

Doctor RiESSER. Mr. Chairman, I think that no one 
can be very anxious to hear even the brief remarks that I 
should like to make; for we are all, I think, very much 
tired out.

The C h a i r m a n . I merely wish to remind you that 
some of the gentlemen will not be here on Monday.

Doctor RiESSER. Then if you will give me five minutes, 
I will at once proceed to answer Herr Geheimrat Wagner.

I should not have dreamed that the question of small 
bank notes could be connected with the question of free 
trade. Nevertheless, this has been accomplished by Herr 
Geheimrat Wagner. He said that Otto Michaelis and con
temporary free traders were resolutely opposed to small 
bank notes, whereas now “ die ihm nahestehenden 
Kriese”— such were his words, by which he probably 
meant us who are stamped as free traders— express them-
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selves as decidedly in favor of the small bank notes. 
Herr Geheimrat Wagner is usually so lucid in the presen
tation of his arguments, and I derive so much profit from 
his expert knowledge, that I entreat him not to obscure 
his points by introducing his pet ideas by insisting on the 
dangerous increase of the tendency toward extreme plu
tocracy (I have several times answered him on this sub
ject) and on the necessity of immediate legislative inter
vention wherever economic evils or defects are found, and 
finally by reminding us of the wicked theory of free trade. 
Since he has brought up the point, however, I wish defi
nitely to state that of the men who have received their 
practical and theoretical economic training since 1870 
there are, I am convinced, very few who may be called 
strict free traders— that is, very few who see safety in 
free trade alone, no matter what the circumstances may 
be. We all know very well that at certain times and for 
certain branches of industry or for agriculture the pro
tective tariff is a necessity, although at other times— and 
we do wish that these might set the standard— free trade 
is a necessity.

But in regard to the particular question at issue, I wish 
also to state that we did not by any means declare our
selves firmly and resolutely opposed to small bank notes, 
but that we said we would recommend the issue only of 
such an amount as might be introduced into business 
without risk— only such an amount, that is, as the busi
ness world is willing to receive.

But in order to prove my willingness to meet Herr 
Geheimrat Wagner half way, I will say that it might be
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possible, while limiting the amount of the 20-mark bank 
notes to 300,000,000, not to limit the amount of the 50- 
mark bank notes at all. But I must not pass over with
out mention the objection that may be made to this plan—  
that it is perfectly possible that our German business 
world is more fond of the 20-mark bank notes than it is of 
the 50-mark bank notes. This seems to be borne out by 
the fact that the increase in the number of 20-mark bank 
notes has been much greater, proportionally, than the 
increase in the number of 50-mark bank notes; we must 
therefore be very cautious with our limitations in this 
direction.

As for the small checks, in so far as their place is not 
taken in the natural course of events by the small impe
rial treasury notes, they can not be abolished by a law, 
as Herr Geheimrat Wagner has here proposed.

Doctor W a g n e r . That is not what I proposed; I  said, 
“ if necessary, by rules adopted by the banks.”

Doctor R i e s s E r . But in the first instance by law.
Doctor W a g n e r . I merely suggested this as a possi

bility to be considered.
Doctor R i ESSER. If you do not defend it, I certainly 

need not attack it. I think that business itself will gradu
ally enforce this exclusion; nor is it to my mind out of the 
question that in the clearing business of the provinces 
these small checks will be excluded from the clearing 
house by the adoption of a minimum. Of course, if this 
is done, they will be gradually excluded from the whole 
business world.

As for the imperial deposit bank proposed for our con
sideration by Herr Geheimrat Wagner, we shall have occa
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sion to talk of that another time. I consider it, to ex
press myself in parliamentary language, a Utopia.

Finally, I wish to call attention to the circumstance 
that, in point of fact, it was before the check law that 
the unfortunate situation in regard to checks arose; it was 
before this that the check came to be looked upon not as 
means of payment, but as currency, and that it conse
quently assumed the improper function of fiduciary cur
rency ; and I should like to remind you that by our present 
check law we took the most practical means to prevent this 
use of the check through fixing a short period within which 
it must be presented; there was a good deal of contention 
as to whether the period should be longer or shorter. 
Of course, some abuse is possible in spite of such regula
tions, and I will not omit to say that in England, in spite 
of the provision about presentation “ within reasonable 
time,” as a matter of fact checks are still to be found that 
have been in circulation for months.

Finally, I wish to express the great pleasure it gives me 
to find that Herr Roland-Liicke, who agrees with me in 
thinking a clearing system for the whole Empire not 
feasible because of the many difficulties involved, has also 
expressed his approval of my plan of provincial clearing 
houses.

The C h a i r m a n . Gentlemen, I will close the session for 
to-day. We shall meet again on Monday at io o’clock, 
and I hope that we shall be through at 12 o’clock.

(Close of session 7.55 p. m.)

N  at  i on a l M  on et a r y C o m m i s s i o n
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M o n d a y , October 19, 1908— 10 o'clock a. m.

Chairman, President of the Reichsbank Direktorium 
Wirklicher Geheimer Rat H a v e n s t e i n . Count von 
Kanitz asks to be excused for his absence, important busi
ness preventing his coming to Berlin. I request Herr 
Geheimrat Wagner to take up Question V.

Doctor W a g n e r . I shall make but a few very brief 
remarks. Some of the questions are of such a nature that 
I do not feel sufficiently competent to discuss them here; 
and this applies to the questions given under V. A. The 
idea, however, struck me that the enormous issue of notes 
at the quarterly periods was perhaps somewhat too great, 
and that a diminution could perhaps be effected. I would—  
speaking, of course, from the standpoint of one who is 
not directly familiar with these concerns— declare myself 
in favor of a somewhat greater increase of the expense of 
credits at the quarterly periods, as is indicated in the 
propositions here, by lengthening the time for which 
interest is paid. At present it is ten days, and I submit 
the question whether this period could not be extended.

I would only advance this unauthoritative suggestion, 
but would not make a definite proposition.

More important, in my estimation, is what comes under 
B. We can not here either, I believe, make any special 
definite propositions, but we can all the more emphasize 
the point that we must, in the interest of our entire eco
nomic life, demand that the Imperial Government shall be 
provided with better financial arrangements. I think this 
is not, indeed, totally unimportant, even as compared 
with all the great questions now at issue. For of this there
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can be no doubt, that the unfavorable condition of the 
imperial finances has further consequences— the prodi
giously rapid increase of the imperial, and likewise, of 
course, of state and municipal debts; the circumstance 
that the prices of government securities have on the whole, 
at all events, greatly declined. All this has an unfavor
able effect, at home and abroad, not only upon govern
ment credit, but likewise upon our entire economic 
concerns; for, as a rule, the rate of interest is, in conse
quence, raised in general to a certain degree. What this 
amounts to can not, of course, be computed exactly, but 
that it does to a certain extent take place is beyond doubt. 
In fact our economic life in general, as well as a great 
many special lines of business, suffers in comparison with 
countries where production is cheaper, particularly with 
France and England.

As regards the Imperial Treasury, I believe that we 

must have a material reenforcement of its working re
sources ; and the following points might be brought out in 
this connection. It is, after all, really the Imperial 
Treasury which ought to be provided with resources for 
the redemption, sooner or later, of the imperial treasury 
notes, which has, indeed, been promised and may in 
critical times be demanded on a great scale. The same 
thing with the redemption of silver and nickel coins, 
which, to be sure, is less called for in ordinary times, but 
which likewise may, and probably will, assume greater 
proportions in critical periods. It is an untenable situa
tion that the Imperial Treasury is given no special re
sources at all by the Empire for these two duties, which 
are nevertheless imposed upon it, and that no provision
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whatsoever has been made for them. I consider this a 
very risky policy in critical times, such as, under the 
existing international relations, we may experience in 
Germany at any moment.

One suggestion, among others, appears in the statement 
of Secretary of the Treasury Sydow— and I can under
stand it from his standpoint— that, namely, the praeter 
propter 150,000,000, that are gained by the increased issue 
of bad silver coins, should serve for the reenforcement of 
the working resources of the Imperial Treasury. But 
that this is right is not evident to me. This amount that 
is gained by the increased issue of silver money should 
rather be reserved for the needs of our currency and 
coinage, and not be used for the reenforcement of the 
working resources of the Imperial Treasury. But a con
siderable strengthening of the working resources of that 
Treasury is surely necessary for the current expenses of 
management, in order that the needs of the Imperial 
Treasury should not have to be provided for in the general 
money market.

As to a change of policy in regard to the issue of imperial 
treasury bills, I can not consider myself sufficiently com
petent in regard to this special question. I would only 
point out a general consideration respecting our imperial 
and state debts. We have lately, in the Empire and the 
separate States, contracted floating and bonded debts that 
are to be paid in a long series of years— three, four, five—  
up to the year 1912. From our standpoint, and from the 
standpoint of those in this commission who have been 
concerned with the gold, credit, and bank question, it 
must be pointed out that this is really a very risky financial

10 59

l

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

policy. Can we know, then, whether we shall in two, 
three, four years be in a substantially better position than 
we are at present? It may indeed be that by raising the 
rate of interest an extension of the bills may be secured; 
but a certainty it is not. It would be better, therefore, 
that the loans which are needed should be either made in 
the form of rentes or in that of loans having a long time 
to run before maturing.

On this occasion I would at least throw out the follow
ing suggestion: Until now I had entertained the idea 
that a change to a pure rente debt was the right thing in 
principle and in practice, but I can not deny that, on 
account of our experiences with loans, I have lately had 
my doubts as to whether we are doing well with this 
pure rente debt and as to whether we should not return, 
to a certain extent at least, to rather long time debts. 
I believe that under certain conditions this would have 
a favorable effect upon the stock-market prices. In the 
case of debentures we have at least the prospect that 
they will sooner or later reach par, even if the market 
price is now, and has for a long time been, below par. In 
the case of imperial and state securities, however, as pure 
rente debts, this is not sure to happen within a reasonable 
time, unless an immense improvement in interest and 
credit conditions should take place. A certain regular 
allotment, where the securities are called in at par and 
liquidation is thus accomplished, or a regular heavier 
liquidation by buying back at the purchase price, would 
certainly have the effect of raising the market price. A 
great many middling and small capitalists would then, 
perhaps, say to themselves: “ Of what consequence is it
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to me if the 3 ^  per cent securities, which I bought at par 
or somewhat lower, stand now at only a little above 90? 
I have, at any rate, the prospect that, in a reasonable 
time, I myself, or my family and my children, will finally 
get them redeemed at the full value at which they were 
originally issued, or at my purchase price. In this way 
I shall suffer no loss.” At present this is not the case at 
all. I can not deny that I take this standpoint for my 
private concerns. I prefer, ceteris paribus, first liens of 
railroads and things of that kind, debentures, including 
those of mortgage banks, to rente debts of Empire or State. 
I should think that if we were to adopt the policy of 
long-term bonds we should thereby acquire a means of 
raising the market price of imperial and state securities 
to some extent, and that would prove beneficial to the 
community.

I would, further, raise a warning voice against too great 
a quantity of treasury bills. Everybody knows how 
extremely subject to change political affairs are. We 
saw this again a fortnight ago, when the new oriental 
crisis occurred. People, to be sure, often say that bank 
directors and diplomats know everything; but did any
one foresee that Austria would, on account of Bosnia, 
come to her well-known decision just at this time, or 
Bulgaria? The thing is that very unexpected events 
happen which may cause embarrassment as regards short- 
time bills. It is not always to be taken for granted that 
the present owner will want to extend the time, even at 
a higher rate of interest. This, it seems to me, is a 
critical point in the situation.
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All this requires, of course, an exhaustive exposition. 
Here we can only offer suggestions as to whether these 
questions are not important in connection with our mone
tary and credit system, while positive and specific propo
sitions belong to a totally different sphere; they might, 
for instance, engage the attention of a commission which 
should have the question of the reform of imperial indebt
edness under consideration.

These are the brief remarks that I intended to make.
In conclusion one more word in opposition to my col

league, Herr Riesser; it has reference to a preceding point, 
the question, namely, of small bank notes. I did not say 
in that connection that the “ free traders were to blame 
here,” but only designated it as characteristic that the 
advocates of free economic conditions were at first op
posed to small notes because they saw in them, and 
rightly so, something of the nature of paper money, while 
lately, with us, these same circles have entertained almost 
too optimistic a view and have stood up for the small 
bank notes. I only wanted to show by this how, in rela
tion to such things also, opinions are subject fo great 
change among practical men who entertain these general 
views.

Doctor R i e s s e r . I turn now to the question of dimin
ishing the demands upon the Reichsbank by a diminution 
of the credit demands of business, especially at the quar
terly periods. A central bank of issue must in general 
maintain, much more strictly than a credit bank, the prin
ciple that it may, as a rule, make only such use of its 
assets as harmonizes with the nature of its liabilities. It 
can, in consequence, grant, as a general thing, only short-
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time credits in the way of discounting bills and making 
loans on collateral, as its obligations in relation to its de
posit and bank-note business are short-time ones. Herein 
we have the explanation, too, why the Reichsbank is, in 
general not in a position to meet the demands of agricul
ture to the extent that was, formerly in particular, often 
wished and asked for by the latter, since agriculture, where 
it is not solely dependent upon its chief basis of credit, 
real estate, must, owing to the nature of its processes of 
production, resort to long-term credits, which the Reichs
bank can grant only by way of exception.

The demands of business upon the Reichsbank— those 
of commerce and industry, therefore, primarily— can in 
principle, consequently, be restricted only to the extent 
to which they do not harmonize with the nature of the 
only kind of credit which the central bank of issue can 
grant. This applies particularly, as a rule, to accommo
dation bills, which are not based upon mercantile trans
actions, short-time bills whose extension must at the 
outset be assumed as probable or certain, so that they 
are not, as should be required, liquidated at the expira
tion of three months. It applies specially to bills also 
which are presented for discount for the purpose of pro
curing permanent working capital, or, still worse, capital 
invested in fixed forms or money to be used for the gradual 
liquidation of debts incurred in the making of such in
vestments.

Such bills, however, are not only of a character funda
mentally different from that of the credit which has been 
mentioned as being within the scope of a central bank of 
issue to grant, but they may, as the president pointed
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out in the sitting of the 21st of May, 1908, impair the 
condition of the Reichsbank, and may also, therefore, un
der certain conditions, have an unfavorable effect upon 
the rate of discount. Such are the “ illegitimate” bills 
which the order of the Reichsbank direktorium of Decem
ber 7, 1906, had in view, since they, by their nature, 
involve one or more extensions. From these must be 
distinguished bills which are intrinsically “ legitimate” or 
short-term ones; such, therefore, as may have to be ex
tended, not, however, on account of their inherent nature, 
but because of some incident very difficult perhaps to 
avert, or bills whose extension, according to the nature 
of the business, is simply a substitute for making out new 
bills for new mercantile transactions. If the order of the 
Reichsbank direktorium previously referred to admits as 
an exception such bills also as serve to satisfy a tempo
rary financial need of agriculture, even if a three-months’ 
extension is at once indicated, or, owing to the nature of 
the business upon which it is based, is to be expected, 
then this exception does indeed go somewhat beyond the 
limits which had been set, but assuredly can but be wel
comed in the interest of our agriculture.

The discount limitations which have been mentioned 
form thus the natural and also substantially the only bar
rier which the Reichsbank can, as a matter of principle, 
erect against the credit needs of business. Further it 
should not in general go, particularly at the quarterly 
periods, when it is specially called upon to answer the needs 
of commerce and industry, the private banks acting as their 
intermediaries in drawing credit from the Reichsbank. I 
must characterize it as an altogether erroneous idea to

1064

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

wish to hold the banks, which are the great reservoir for 
the credit demands of business, responsible if, through 
their interposition, specially great demands are made upon 
the Reichsbank for discount credits and loans on collat
eral. These, for that matter, take the shape, precisely at 
the quarterly periods, almost entirely of short-time dis
counts and loans on collateral, so that just at those periods 
the demands upon the Reichsbank are almost exclusively 
made in a “ legitimate” way for the “ legitimate” needs 
of traffic. Naturally the banks, too, will have to strive 
to check inordinate credit demands on the part of their 
customers, as far as practicable, or try to effect an ap
propriate division or postponement of such demands.

I can not, therefore, approve the idea of increasing the 
cost of loans on collateral just at the quarterly periods, 
particularly since this increase of expense would simply be 
an injury to the borrower of money and could not by any 
means have a material effect upon the extent of discount 
transactions and of transactions in loans on collateral.

I would, however, declare on this occasion that it is out 
of the question to admit even short-time loans on col
lateral, of the Reichsbank, as cover for the notes, as has 
been suggested by some of the experts. Loans on collat
eral can not be regarded as liquid short-time assets in the 
same measure as three-months bills, since instead of 
having a number of responsible parties behind them, like 
the bill, they have but one; since, further, the realization of 
the pledge— securities or goods— presupposes a forced sale. 
It may be that the fact of selling at all is due to the con
dition of the money market and general business, or it 
may be that in consequence of that condition, particularly
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when other forced sales of like goods and securities are 
undertaken, such sales may yield fluctuating— that is, 
sometimes good, sometimes poor— results.

The most effective way of accomplishing the diminution 
of the demands upon the Reichsbank would now, as ever, 
be by a gradual great extension of the deposit-and-transfer 
system; furthermore, by the close connection which may 
be expected between it and the postal-check system and 
with the deposit and other banks and postal savings banks 
of foreign countries— a connection which is, for the most 
part, still lacking; finally, by the arrangement, which I 
have advocated, of provincial check-clearing offices and 
by the clearing system, already established, for mortgages 
and interest on mortgages, which might perhaps be ex
tended to other periodic payments, such as rents. For all 
these measures would, in steadily growing measure, 
eliminate the need of cash in the making of payments.

One means of diminishing the quarterly demand, which 
is not desirable in every respect— namely, shifting the 
payments which are customarily made on the first day of 
the quarter— could, as a rule, only be accomplished by a 
change— very difficult and, at any rate, very slow of attain
ment— of that custom; of our general and business habits, 
therefore. The question concerns not only the paying of 
mortgages, rents, salaries, or pensions, but also payments 
of premiums on insurance; frequently also the payment of 
bills, etc. But, aside from this, a shifting of the time of 
maturity for a number of payments can only be effected if 
the period of maturity of other payments which are to be 
regarded as their substratum is shifted in consonance at 
the same time— as the time of payment of rents or salaries
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or coupons simultaneously with that of interest on mort
gages.

Nor should it be forgotten— a point to which I would call 
special attention— that a great number of arrangements in 
our civic life, some of them resting on the sanction of law—  
such as the custom or duty of the banks to draw up the 
quarter-yearly balance sheets, serving legal notice of the 
discontinuance of service or contract relations at the close 
of the calendar quarter year, and many other things— are 
most closely bound up with this system of quarter-yearly 
payments.

However, much might be done. Thus it might be 
arranged that the days of liquidation should not, either 
in our German exchanges or in those of London and 
Paris, be made to fall exactly upon the last day of the 
month, but a few days before, and, joined to this, a shift
ing of the present four weeks’ grace for the granting and 
drawing of report moneys might very well be accomplished.

But though several experts have, in this connection, 
considered it desirable to shift the time of paying the 
interest on loans of the Empire and of Prussia— April i 
and October i— it may be said in answer that according 
to existing usage the coupons on these loans are redeemed 
as early as the 20th of the month preceding the one on 
which the payment is due; that consequently the money 
market just on those days, April 1 and October 1, has 
very few demands upon it through these payments.

As regards the restriction of the credit demands of the 
Imperial Government, a reenforcement of the working 
resources of the Imperial Treasury can be thought of only 
in connection with a radical financial reform, which it is
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to be hoped will be achieved. The imperial treasury- 
bills, which are from time to time discounted by the 
Reichsbank and are used to cover the temporary needs 
of the Empire, will also then, as a natural consequence, 
diminish in quantity. Here it must not be forgotten that 
the Reichsbank, in discounting such treasury bills, pos
sesses about the only— and in many ways a quite effect
ive— means of exerting an influence upon the determina
tion of the private discount rate. It appears very ques
tionable, therefore, whether it would be desirable that the 
Reichsbank should subsequently— a thing, to be sure, 
hardly to be apprehended— no longer be the recipient of 
considerable amounts of imperial treasury bills.

Freiherr von G a m p -M a s s a u n e n . Gentlemen, if we 
wish to answer the question whether by restricting credit 
the demand upon the Reichsbank could be properly 
diminished, I should, to begin with, like to see an agree
ment reached as to what is meant by a legitimate demand 
for credit. Upon this there is a considerable diversity 
of opinion, and theory and practice are often sharply 
opposed to each other. The theorists are quite right 
when they say that the duty of the Reichsbank is, first 
and foremost, to maintain the monetary standard. But 
the practical people are also perfectly right when they 
declare that the Reichsbank is our preeminent credit insti
tution and that we can not surrender the attribute which 
makes it a credit institution without inflicting serious 
injury on the economic life of the nation.

We have heard this last position maintained with great ' 
determination by a large number of experts, and, in my 
judgment, those people were really right. If the Reichs-
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bank has repeatedly pointed out that it was placed in 
an unfavorable position through an immoderate demand 
upon its resources, then I must admit that the term “ im
moderate demands” may at times be justly applied. I 
maintain, however, that the regular and legitimate de
mands upon the Reichsbank were naturally obliged to 
increase materially, since our population has been annu
ally augmented by from 800,000 to 900,000, and since 
our entire development, and particularly the development 
of our international trade and of our industries, has as
sumed such vast proportions. The Reichsbank can not 
make out a case by pointing to the fact that the demands 
upon it have risen considerably from year to year, that 
in the year 1876 it had in its portfolio, on an average, 
only 402,000,000 marks in bills and in 1907 over 1,100,- 
000,000 marks. We must come to a definite decision on 
this question: What are legitimate credit demands? 
and the Reichsbank must provide for these legitimate 
credit demands under all circumstances and make itself 
so strong that it can satisfy them out of its resources. 
We come thus to quite another point, that the Reichs
bank requires a very much larger stock of gold, in order 
that, supported by this augmented gold stock, it shall be 
able to maintain without difficulty a very much larger 
note circulation; it will then be able to satisfy the needs 
of industry in a more abundant measure. We should, 
indeed, first of all, have ascertained exactly what concep
tion the Reichsbank entertains of its duty toward com
merce and industry; we could then have resorted to criti
cism only where, in our opinion, this conception of the 
Reichsbank was a false one.
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I would, in the next place, agree unreservedly with 
Doctor Riesser that agriculture needs other ways of ob
taining credit; and I believe that the times are past when 
the champions of agriculture, among whom I myself was 
to be reckoned, claimed of the Reichsbank that it should 
in its arrangements have regard to the interests of agri
culture also. At that time this claim was justified, be
cause the Government had established only this one insti
tution, while now it can not be maintained, since Prussia 
and the other States have made provision for the needs 
of agriculture in ways which are satisfactory to it. The 
agriculturists, consequently, do not wish to have anything 
more to do with the Reichsbank.

The question of principle, therefore, as to the duties of 
the Reichsbank toward commerce and industry must first 
of all be settled; and when we settle that we shall see 
that we must have considerably ampler arrangements for 
the Reichsbank, a considerably broader basis, a greater 
stock of gold, etc., in order to satisfy those needs. And 
I would request that the Reichsbank should take advan
tage of some occasion— we may get statements upon this 
in the Reichstag, but it would perhaps be better if we 
obtained information already here— to tell us how, as a 
question of principle, it regards its position toward those 
forms of activity, and whether it considers an issue of 
i ,400,000,000 marks of notes an abnormal requisition upon 
it. According to the law it is, to be sure, an abnormal 
requisition, as appears from the imposition of the tax on 
notes, which, judging from the debates in the Reichstag 
at the time of its enactment, must be regarded as a warning

1070

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

signal; this point of view certainly can not any longer be 
maintained.

Now, gentlemen, one view was advocated here in the 
boldest manner by Herr Geheimrat Mueller, who indi
cated, though he did not expressly say this: It is really 
best and most appropriate for the private banks to 
satisfy, on the whole, the credit needs of industry and 
commerce; the Reichsbank must, however, stand back of 
them and bind itself, under all circumstances, to accept 
their bills, which will always be almost entirely short
term ones. This would bring about a situation which 
would, of course, be very desirable for the private banks; 
the private banks would then lend industry money per
haps during three hundred and twenty days, and during 
forty days, it may be— that is, ten days at the beginning 
of each quarter— they would go to the Reichsbank and 
say, “ Now help me out of this trouble and give me money, 
in order that I may fulfill my obligations.” Herr Ge
heimrat Mueller said that the granting of credit must 
be restricted. On some points I wish to take his side. 
It is an established fact that the management of some of 
the Reichsbank institutions has not been free from objec
tionable features. These errors have been corrected by 
very energetic measures, and I regard this matter, con
sequently, as settled.

Now, gentlemen, can the position of the Reichsbank, 
to which it gave expression in a general order communi
cated to us be consistently maintained— the position, 
namely, that for the needs of industry, under whatever 
circumstances, only a single renewal of a bill is admissible,
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while in the case of agriculture a second renewal is per
missible? I feel particularly grateful to the president of 
the Reichsbank for recognizing that conditions in the 
agricultural factories— and it is these only that are in 
question— are different from those that prevail, as a rule, 
in other factories and in commerce. Now, agriculture 
harvests its potatoes and beets only once a year, and if 
it works up its beets and potatoes in the sugar or starch 
factory it can, naturally, not get along with a three 
months’ or a twice three months’ credit; it is, therefore, 
justly granted a third three months’ credit, at least in 
exceptional cases. I would, consequently, request of the 
president that where, after careful examination, the 
conditions in an individual case prove to be such that the 
starch companies or the sugar factories can not manage 
with that credit, exceptional regulations, having regard 
to the special conditions, shall be made.

Exceptional conditions may prevail in industry also. 
A spinning mill will, as a rule, except in case of disturb
ance or crises, etc., turn out its full capacity pretty evenly, 
and is able to get its raw material pretty evenly also. 
But there are different branches of industry which are 
compelled, in a certain measure like agriculture, to purchase 
their material within a very short period of time. I have 
in mind here a particular sort of industry, namely, that of 
salmon smoking, which buys its salmon in America and 
within a definite short period— a month, or perhaps even 
two weeks— and is, therefore, obliged to carry on its 
operations with a longer credit. I am glad that in this 
instance the Reichsbank acts in an accommodating spirit, 
and I would state that this elicits our decided approval.
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And now, gentlemen, I will acknowledge that on one 
point I have come to a more correct conclusion. I ex
pressed myself in the Reichstag in opposition, as a matter 
of principle and of general practice, to the demands made 
upon the Reichsbank on the first of the quarter by short
term bills, and requested, therefore, that this practice 
should be checked by energetic measures, particularly by 
increasing the cost of credit. The debates of the experts 
showed me my mistake and I wish to acknowledge that a 
great number of short-time obligations are naturally 
crowded into the first day of the quarter, and that I do 
not perceive such a weakening of the Reichsbank as must 
be checked by enhancing the cost of credit, in the circum
stance of the banks and private persons drawing short- 
time credits from the Reichsbank at those periods. It is 
less a question of credit here than of instantaneous and 
temporary procuring of money for payments— for instance, 
of interest on mortgages, rent, etc.— which are naturally 
crowded into the first day of the quarter. Thus, so far as 
the question concerns such demands upon the Reichsbank, 
I am inclined to correct my view\

It is somewhat different, indeed, if we turn to the bills 
which the banks present with the object of procuring 
money for themselves. Here, I think, the Reichsbank 
ought to investigate somewhat more carefully, in order 
that the banks should not entertain this idea: You can 
grant heavy credits, since the Reichsbank is at your dis
posal for all contingencies, on the 25th of September or 
December, and you can, consequently, get through the 
difficult periods. Here the matter actually concerns the 
procuring of credit, and I believe that in this case the
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Reichsbank should see to it that the credit drawn at these 
periods be restricted. There are a great number of ways, 
indeed, of bringing this about. The chief means, it 
strikes me, would be to arrive at an understanding with 
the banks, so that they should be induced to refrain, as 
far as possible, from demands at the difficult periods, 
making it clear to them that they can by no means 
reckon with absolute certainty upon obtaining the neces
sary amounts from the Reichsbank on the 25th of Septem
ber or the 25th of December.

I hold, further, that the Reichsbank should do its 
utmost to shift the demands of industrial and mercantile 
business away from the beginning of the quarter. I 
know very well that this can not always and everywhere 
be done. The needs of business are often stronger than 
any precepts. I know all this, but much can, neverthe
less, be accomplished. The starch companies and the 
sugar factories can be told that they will be granted the 
desired credit, but only under the condition that they 
shall not apply to the Reichsbank in the periods between 
September 20 and October 10 and December 20 and 
January 10. Then these companies will gladly agree to 
avoid these difficult periods, and they can— I have very 
accurate information as to this— avoid them to a certain 
extent, just like other branches of industry. The object 
would thus be attained if the Reichsbank made its com
pliance contingent upon saving those difficult periods 
from credit demands. Other branches of industry could 
be proceeded with in the same way. If the manager of 
the Bank is judicious and tells the manufacturers that
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they should avoid those periods as far as possible, his 
request will, I believe, be met satisfactorily enough.

A V oice. But it can not always be postponed.
Freiherr v o n  G a m p -M a s s a u n e n . But there is much that 

can be postponed. [An interruption.] Certainly, but 
there is a difference if I apply with a demand to the 
Reichsbank or one of its branches on the 25th of Decem
ber, or if I come on the 15th of January, when the money 
has in great part flowed back.

I would add one more question in reference to the state
ments made by Geheiinrat Riesser, who justly, in my 
opinion, laid stress upon the point that we must adhere to 
the principle that bills should originate in actual mercantile 
transactions. I would ask whether the Reichsbank adheres 
absolutely to this principle in the case of the great banks 
also, and whether it does not, under certain circumstances, 
accept credit bills of the banks, too, and grant them credit 
without such a basis? [An interruption.] I am glad to 
learn that the Reichsbank does not do this. But I should 
like to be informed whether the banks also adhere to 
the principle that the money of the Reichsbank is not 
meant to serve the purpose of satisfying the credit needs 
of these banks or of providing the necessary working 
capital, but is to be applied for only when the business 
in which the bank is engaged is based upon a mercantile 
transaction.

In these few remarks I have replied to the question, 
What measures can be adopted in order to effect the 
shifting of the quarterly demands?

As regards the question whether it is desirable for the 
Reichsbank to increase the cost of loans on collateral at
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the quarterly periods by increasing the number of inter
est days, I think that loans on collateral occupy a very 
exceptional position. From the well-known resolution of 
the Reichsbank directorium, which is published in the 
green book, it appears that the highest aggregate allowed 
in general is fixed at 180,000,000 marks, but that in 
exceptional cases it far exceeds that limit.

A  V o ic e . No limit!

Freiherr v o n  G a m p -M a s s a u n e n . Well, no limit. Now, 
I must say that this seems a serious matter to me, par
ticularly if these loans on collateral are granted to an 
unlimited amount even in hard times. If the Reichsbank 
grants loans on collateral up to 180,000,000 marks as a 
rule, and in times of stress allows far more, this is a mat
ter which may to a very considerable degree prove preju
dicial to the solvency of the Reichsbank, for loans on col
lateral are by no means adapted for the settlement of the 
obligations of the Reichsbank. Even bills are hardly 
that, since they involve for the most part a three-months’ 
credit, while notes and deposits require immediate pay
ment; and in the case of loans on collateral, if they are 
granted under all circumstances, the period of repayment 
is extended to the illimitable.

Now, Herr Riesser, in considering the measures wrhich 
would tend to relieve the Reichsbank at the beginning of 
the quarter, overlooked the most important one, and that 
is declaring the Reichsbank notes legal tender. We have 
heard that the Reichsbank disburses 100,000,000 marks 
or more in gold at the first of the quarter for officials. 
That would be done away with; so would the payments in 
gold, of which Herr Kommerzienrat Schmidt has spoken,
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to which employers hold themselves pledged. All obli
gations, in so far as they do not touch the Reichsbank, 
could then be settled in bank notes, and these bank notes 
will presumably not come to the Reichsbank before the 
15th of January. If they come after that, the chief crisis 
will have been passed. But if the payments at the dif
ficult periods are made in bank notes instead of in gold, 
and the gold remains in the Reichsbank, it can, by an in
creased issue of notes, satisfy the temporary needs with
out prejudice to the general interests or to its stock of 
gold.

Gentlemen, I would call attention on this occasion to 
still another point which I believe has not yet been set
tled in the spirit which I advocated at the time in the 
Reichstag, namely, that the redemption of the coupons of 
Imperial and State loans should be facilitated as far as 
possible. I admit that the Imperial Treasury has, in this 
connection, issued a praiseworthy order; I believe, how
ever, that the public is not sufficiently informed about 
it, otherwise more use would have been made of it. Per
haps a reference in the press would help to spread the 
knowledge of this order— that the coupons of State and 
Imperial securities must be accepted for payments, after 
maturity, and perhaps even a few days before, in all 
public offices.

The matter has, it is true, an objectionable side also, 
which is that the officials are liable in case counterfeit 
coupons are given them. This liability ought, I think, to 
be arranged somewhat more liberally, for it is obvious 
that the officials can not be compelled to accept these 
coupons as payment unless they are absolved in cases
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where, without gross negligence on their part, counterfeit 
coupons slip in. But, gentlemen, the point that has not 
been given due consideration in this regulation of the Im
perial Government is that the redemption of larger 
amounts depends solely upon the free will of the postal 
establishments. I think that the obligation to redeem 
should at once be imposed upon all these places; but, 
except in case of gross negligence, the Government would, 
of course, have to be made liable for the acceptance of 
counterfeit coupons.

A  V o ic e . It is done now.
Freiherr von G a m p -M a s s a u n e n . It is done now? At 

any rate, this objection was pointed out to me by officials 
with whom I discussed the matter. But if it is done, then 
I do not understand why the redemption of the coupons of 
Imperial and State securities has not been made obliga
tory upon officials generally. Furthermore, I would on 
this occasion beg the Reichsbank to act more liberally 
when counterfeit notes are passed off upon a private indi
vidual. I have always thought that the Reichsbank 
should do this not as a matter of compulsion and legal 
obligation, but out of forbearance and in order to protect 
the recipients of their bank notes. I must candidly admit, 
moreover, that I would in future consider well before 
accepting Reichsbank notes, if I had to apprehend that in 
case I accepted a counterfeit thousand-mark bill, I should 
be left with it on my hands and lose my money. I feel 
that the Reichsbank should be more complaisant in such 
cases, and, except in the event of gross negligence, should 
redeem the notes.
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A  V o ic e . That would be an incitement to counter

feiting.

Frieherr von G a m p -M a s s a u n EN. Well, yes, it may per
haps involve an incitement to counterfeiting; but that if 
a request of this kind is made to the Reichsbank by trust
worthy people, it might be looked upon as an encourage
ment to counterfeiting I would not assume, anyhow.

A  V o ic e . W ant of care.

Freiherr von G a m p -M a s s a u n e n . I dispute that in even 
the majority of instances it is a case of want of care; it 
often happens to experienced cashiers that they do not 
recognize the counterfeit; and as for the general public, 
it is quite imposssible for them to remember the instruc
tions, published in the Reichsanzeiger, whereby counter
feits may be detected. Frequently, besides, the thing 
involves such delicate subtleties that a practiced cashier 
can perhaps recognize them, but not one of us. How 
should I, for instance, be able to recognize whether the 
number “ 07” is printed somewhat more heavily or less 
heavily in the counterfeit ? That is simply impossible! I 
wanted, therefore, to give expression to this wish. Perhaps 
the Reichsbank may be inclined to give it some heed, 
anyway.

I come now to B— diminishing the credit demands of 
the Imperial Government. Here I would, in the first 
place, make a few remarks bearing upon the views 
expressed by Geheimrat Wagner, who adverted to the 
question whether long-term loans with definite times of 
payment or with periodic redemptions by lot should not 
again be introduced. This suggestion is in agreement
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with the desire to which I gave expression in another 
place, to afford protection to trustees and a great number 
of other classes of people against immeasurable losses, 
such as they have sustained through the continual decline 
of the market price of securities, which must really deter 
every cautious person from investing in imperial or state 
securities. We have at present, at any rate, a critical 
state of affairs where the market price of securities is 
declining and redemption at par, therefore, would be a 
great advantage to those concerned. But I am of the 
opinion that we do not have to reckon with a permanent 
material increase of the rate of interest, but that in some 
years, after we shall have gotten over this crisis and better 
conditions shall prevail, we shall again have a decreasing 
interest rate. However, I do not want to indulge in 
prophecies, because, as is notorious, it is the most difficult 
of all undertakings. I did at the time vote in favor of the 
law which authorized the Imperial Treasury to issue these 
treasury bills having several years to run, because we 
assumed that the conditions of credit would after four 
years be more favorable. Whether this was a mistaken 
calculation, Herr Geheimrat Wagner can not tell us even 
to-day. Perhaps he can do so after four years, but then 
it could no longer be changed.

I have, indeed, often advocated the view in the Reichs
tag that it is an absolutely loose proceeding on the part 
of the Imperial Government to cover permanent needs 
by short-time treasury bills, and I proposed that it should 
issue consols where permanent needs are concerned.

Otherwise the issue of treasury bills, the volume of 
which is subject to considerable fluctuations, has the ad-
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vantage for the Imperial Government that it does not 
have to pay interest in times when it is not in need of 
money. I have never shared the view of the former presi
dent of the Reichsbank who said that whether the Reichs- 
bank takes the treasury bills or whether the treasury bills 
find their way to the little people through the medium of 
the Imperial Treasury or of the state treasuries, is just the 
same, since every one who purchases treasury bills goes to 
the Reichsbank and gets his money in gold, and, conse
quently, the effect is the same as if the Reichsbank took 
these treasury bills directly. I regard this view as abso
lutely erroneous, and I believe that the present president 
of the Reichsbank shares my view.

I hold that by all means the working capital of the 
Imperial Treasury must be increased. That is the most 
urgent requirement of our financial policy, and I believe 
that we shall hardly encounter any difficulties in this di
rection. The enormous advances which the post-office 
has to make to the trade associations must above all be 
taken into account in this connection. An agreement 
could very easily be reached which would make it incum
bent upon the trade associations themselves to advance 
to the post-office the money which it has to disburse, and 
in return for this would exempt them, on the other hand, 
from contributing to the reserve fund after it reached a 
certain amount. Upon this basis an arrangement could 
very easily be made with the trade associations, and 
we should in that way remove the chief cause for the 
excessive demands upon the Reichsbank for public 
purposes.
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I can not agree with the view of Geheimrat Wagner that 
the gold standard must be so interpreted that anything 
that is used as a means of payment must be covered by 
gold— silver money and imperial treasury notes also, 
therefore.

Doctor W a g n e r . The 150,000,000 would be only one- 
eighth.

Freiherr von G a m p -M a s s a u n e n . But I put it to you; 
Where shall we get all the gold if we are to raise 150,- 
000,000 for this purpose and 50,000,000 in addition for the 
treasury notes? We simply haven’t got the means, and 
if we could to-day buy 200,000,000 more of gold, I should 
consider it a better policy to allow it to go to the Reichs- 
bank than to use it as a cover for the new silver money 
and the imperial treasury notes. We can not do this at 
present. Nor do I indeed feel any great anxiety, and I 
think the inferiority of those mediums of circulation should 
not always upon every occasion be brought into promi
nence. The German Empire is not as yet so poor and 
devoid of credit that it could not redeem its treasury 
notes and the silver money. We can look with confidence 
into the future if we can succeed in correcting the mis
management of imperial finance in the past and in plac
ing our finances upon a healthy basis.

Doctor L e x i s . Gentlemen, I just wish to remark 
briefly that in my opinion the crowding of the credit 
demands into the first day of the quarter is, after all, 
chiefly the result of our insufficiently developed system 
of payments. [“ Quite right!”] The question here is 
really not one of credit demands, but of the need of cir
culating medium which is not at hand at the moment.
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Doubtless millions of notes are to-day needlessly taken 
from one bank or office to another. A great number 
of people require money at the end of the quarter, in 
the shape in which for the present it is in the main at our 
disposal, namely, notes or specie; they draw the requi
site quantities of notes accordingly from the bank, pay 
their creditors with them, and the latter, perhaps, have 
on their part likewise drawn out notes on the same day; 
and thus an unnecessary run upon the bank is the result, 
which, however, adjusts itself in a few days. When the 
check ^system, the deposit-and-transfer system, and the 
clearing system shall have been further developed a great 
part of this concentrated demand, not for credit but 
for money for payments, will decrease of itself. These 
demands upon the banks, since it is only a question of 
satisfying the passing needs of circulation, involve nothing 
serious. Consequently, I do not regard it as a grave 
matter, either, if for a short space the volume of loans on 
collateral used simply for that purpose is considerably 
increased; for it is really the most convenient means of 
satisfying such momentary needs of payment. In itself, 
of course, the granting of loans on collateral as compared 
with bills is a more doubtful transaction for a bank of 
issue, for by giving notes in return for collateral the circu
lation may be suddenly increased from the air, as it were, 
without being founded upon any corresponding mercan
tile business. But if it is only a question of increasing 
the means of payment for a few days, in order to satisfy 
a concentrated need, then a considerable swelling of the 
loans on collateral is not to be looked upon as dangerous. 
Thus at the close of last year the amount of loans on col-
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lateral rose, by way of exception, to 364,000,000 marks; 
this lasted but a few days, however; the Bank was, con
sequently, not induced by it to increase the rate of dis
count, and in a fortnight things had got back to the 
normal.

For this reason, too, I do not regard it expedient to 
increase the expense of loans on collateral by increasing 
the number of interest days; the flowing back would not 
be accelerated but retarded by this means; for if people 
have to pay interest for fourteen or twenty days they 
will retain the money that long, too, and just the oppo
site of what is desirable would be accomplished thereby—  
the return flow, the restoration of normal conditions, 
would not be hastened. Consequently I believe the 
remedy for the great demands upon the Bank at the quar
terly periods to lie preeminently in the future develop
ment of the check system and the deposit-and-transfer 
system.

The other measures will not prove very efficacious. 
The payment of the salaries of officials, which is now made 
on the 1st, might be changed to the 15th of the preceding 
month. But in general all quarterly payments are so 
closely connected with each other that it will be difficult 
to pick out anything here.

That, for the rest, a diminution of the demands on the 
Reichsbank may be attained by guarding against illegiti
mate credit, I regard as a matter of course. Provision has 
indeed been made that in future no abuses of this kind 
shall occur.

As far as the question of diminishing the credit demands 
of the Imperial Government is concerned, it will solve it-
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self when we shall finally have emerged from the wretched 
condition in which our imperial finance has been. An in
crease of the working resources of the Imperial Treasury 
will then also take place of itself, and it will no longer be 
necessary to go to the Bank with such a mass of imperial 
treasury bills.

Mr. F i s c h EL. Gentlemen, in regard to the question 
whether it is desirable to effect a diminution of demands 
upon the Reichsbank by a restriction of credit demands, 
we must, I think, take the date which the question sheet 
bears into consideration. If I look at the time when this 
question was originally put, then I think that it should in 
a certain sense be answered in the affirmative. The rep
resentatives of the Reichsbank themselves dwelt upon 
the fact, in the inquiry commission, that in spite of their 
long-continued efforts they had not yet succeeded in 
keeping certain unsuitable permanent credits away from 
the Reichsbank, and that they would continue their en
deavors in this direction. If, however, we look at the 
present condition of the Reichsbank, we might rather 
answer the question in the negative; for it may well be 
assumed that a part of the diminution of the volume of 
bills which has taken place since last year is to be ascribed 
to the success of those efforts. The president of the 
Reichsbank has informed us that, according to opinions 
which are decisive for the management of the Reichsbank, 
credits were granted in some of its branch establishments 
which were not appropriate for a bank of issue, if looked 
at from the right point of view; that the notes which the 
Reichsbank pays out should flow back quickly to the 
Bank; that, consequently, they may be given only for
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such bills as arise from transactions which terminate with 
the bill itself, in order that the resources of the Reichs- 
bank shall then be free to be used for new business. Aside 
from certain kinds of credit, frequently referred to here, 
which in their nature require an extension, that is the only 
correct principle. Besides, I regard the discounting of 
bills such as have been mentioned as disadvantageous, 
because I believe that there is greater danger as regards 
their ultimate payment than in the case of other bills, 
while the cover of notes should be as secure and unex
ceptionable as possible.

I feel as if I must dwell upon still another mistake in 
this policy. I will not deny that in the course of the last 
years I have frequently wondered why, in times when 
money was flush, in times when money was very abund
ant in the market and found no adequate use, why, in 
spite of this, only a relatively small diminution of the 
Reichsbank portfolio took place. It is possible that this 
is to be ascribed partly to the so-called permanent bills, 
that a certain steady stock of bills held by the Reichs
bank, which remains unchanged through the variations in 
the stream of short-time bills coming from the provinces, 
is increased by this operation. What, now, is the effect of 
such an erroneous disposition? Unquestionably that the 
Reichsbank goes beyond its duty, which is to provide the 
market with such resources only as it absolutely requires 
in order to carry on the actual business of that particular 
time. If we assume that in this way any given sum— let 
us say 200,000,000 marks— is permanently taken up, then 
this figure— since it can not, out of regard for those who ob
tain credit, be reduced, and will therefore not be reduced—
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will contribute toward bringing it about that in times 
when gold is abundant the market will have at its disposal 
resources which by rights it should never have had. For 
the rate of interest established by the Reichsbank should 
signify a certain closure; it should, because it is higher 
than the market rate of interest, prevent the Bank from 
having too many demands made upon it, and should 
prevent money that is not needed from overflowing into 
the channels of business. But if, owing to the quality 
of the bills, this door is opened, more money flows to it, 
and I regard as a consequence of this mistaken policy, 
which is now happily being changed, the great difference 
existing at present between the private discount rate 
and the bank rate. The private discount rate will always 
be the expression of the volume of means at the disposal 
of the money market. When these means are too great 
it must be made lower than is desirable, and since in this 
discussion so much has been said regarding this very 
point, I did not wish to neglect to show what a mistake, 
viewed with reference to the fundamental idea of the 
Reichsbank, such a disposition of bills may involve. I 
can therefore but hail with delight the fact that this evil 
is recognized and that energetic measures are about to 
be taken to abolish it; we know, of course, that beginnings 
in this direction had already been made by a number of 
regulations in the past. I believe it is true that in the 
years 1906 and 1907 the effect which I have dilated upon 
here was not so pronounced, for the quantity of circulating 
medium required by the market was constantly increas
ing, and the Bank would presumably, even if these bills 
had not been discounted, have been the recipient of more
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bills of a different nature, because business was in need of 
a certain amount of currency.

If, now, however, I look at the question in its relation 
to normal conditions, where these abuses do not exist, 
then I would answer the question which has been put in 
the negative. It can not be desirable to effect a diminu
tion of the demand upon the Bank, for this demand is in 
consonance with the function it has to fulfill— to supply 
the market with the currency which it needs. An attempt 
in this direction would unquestionably lead to our having 
an irregular and uncertain market, and that I can not 
regard as an advantage.

As to the diminution of credit demands at the quarterly 
periods, I, too, consider it very desirable to bring about 
this diminution chiefly through the extension of the 
check and transfer systems, in order that money which 
remains in circulation during but very brief periods, 
only to flow back again to the Bank, should not need
lessly be made use of. This can, of course, take place 
only gradually. Partially something has already been 
done in this direction through the system of mortgage 
clearings.

As regards the shifting of the payments of salaries, I 
must confess that I think it does not promise much. If 
salaries are paid at certain dates, it is essentially really 
because the main expenditures of the officials occur at 
those dates. These expenditures must be met, and but 
little economizing of the circulating medium will be 
accomplished by attempting to shift the period of the 
payment of salaries. It is another matter if we seek to 
bring it about by means of propaganda that our better-
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paid officials shall open bank accounts, for then the part 
of their salaries which is not immediately needed will not 
have to be drawn in the shape of notes or gold, but can 
be gradually used in accordance with needs as they arise.

So far as the coupons are concerned, it strikes me also 
as correct that the disturbance which is caused by their 
payment is only a slight one. The paying out is spread 
over a period extending from fourteen days before the 
quarter day to about fourteen days after it, and it is not 
necessary for the coupon offices to have the full amount 
of the coupon requirements on hand, because experience 
teaches that the redemption takes place only gradually.

What I should consider as a matter of greater impor
tance is that rents should no longer be paid in cash, but 
frequently in checks. It is remarkable that just in this 
kind of payments there should be such an aversion to 
accepting checks, when we consider that the payment of 
rent is made in advance. One would suppose that if the 
tenant allows a three months’ credit to the landlord, he 
on his side could, for a day or two pending the cashing 
of the check, accord the same confidence.

Is it advisable to increase the expense of loans on col
lateral by increasing the number of days for which interest 
has to be paid? I would answer this question in the 
negative. The withdrawal of money from the Reichs- 
bank in the shape of loans on collateral at the end of 
the quarter is a part of the withdrawal which must 
necessarily take place at such periods. Now, whether 
this withdrawal occurs in an increased measure through 
the discounting of bills or through loans on collateral 
strikes me as a matter of no essential importance to
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the Reichsbank. The return flow in the case of loans 
on collateral is relatively even more rapid. On the other 
hand, I should not consider a diminution of the number 
of days for which interest is to be paid advisable either, 
for that must lead to the result that the withdrawals 
will be deflected from the discount to the loan business, 
and the inferior quality of loans on collateral as cover for 
notes tells me that this is not to be favored. Supposing, 
for instance, that there were no limitation as to the num
ber of days for which interest is to be paid, a great part 
of the bills presented to the bank for a day or two would 
take the form of loans on collateral. The consequence 
would be that the swelling of loans on collateral— since on 
the whole an increase of between five and six hundred 
millions at these quarterly periods is in question— might 
possibly be much too great. I consider it important in 
the interest of the business world that in normal times 
loans on collateral should not be resorted to in any great 
measure, for this kind of security should form a reserve—  
and one not too often made use of— for times of difficulty. 
But in my judgment it is a mistake to assume that the 
drawing of loans on collateral is instigated by the Bourse. 
Such is not the case. As a general thing, the Bourse 
makes less demands for money at the quarterly periods 
than at other times. But since at those periods consid
erable demands of other kinds are made upon the great 
establishments and the money lenders, they must neces
sarily diminish their loans to the Bourse, and for a portion 
of this diminution some of the middling Bourse firms may 
apply to the Reichsbank for loans on collateral.
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For the same reason I do not think that the shifting 
of the date for Bourse settlements to the 3d, 4th, or 
5th of the month promises any good results. The trans
actions on the Bourse, which are wound up on the last 
day of the month, require, in consequence of the excel
lent arrangements of the Berlin Kassenverein, very little 
ready money; I might almost say none. The increased 
rates of interest are assuredly, then, not due to the aug
mented demands of the Bourse; but the increased rates 
that are demanded are based upon the necessity of get
ting more notes into circulation for the needs of general 
business and of taking them from the Reichsbank. But 
since the rate of the Reichsbank is always higher than 
that of the open market, this is only effected, of course, 
by the rate of interest in the open market being made to 
approach that of the Bank. If in some other banking 
centers the settlement days have, in spite of this, been 
changed to two 01 three days after the close of the month—  
as, for example, in Paris and Vienna— the cause for this 
was a different one, for we find also that London, for in
stance, adheres to the last day of the month. The reason 
for this change in Paris and Vienna was not the desire to 
prevent the strain upon the currency, but to allow for the 
possibility of sending arbitrage securities from one point 
to the other. If the same day had been chosen at all the 
places, it would have proved an obstruction. It is not, 
therefore, any special experience of the other places which 
finds expression in this action, but it is the desire that 
Paris may procure securities from London, and Vienna 
from Berlin, that has led to this shifting of the days.
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As to the question of diminishing the credit-demands of 
the Imperial Government, the necessity of strengthening 
the working resources of the Imperial Treasury has been 
insisted on, and I fully agree with this view. In regard 
to the imperial treasury bills, the point was maintained 
with great energy in the inquiry commission by some of 
the members, that it would be very desirable for the 
Reichsbank to have a greater stock of treasury bills at its 
disposal, in order that it might be able to exercise a 
greater influence on the money market. But I should 
like to point to the reverse of this, too. As the Reichs
bank obtains these treasury bills only when it gives notes 
in return for them, it or the Imperial Government pro
duces an evil, in the first place, which is to be subsequently 
corrected gradually, and then only partially, by the sale 
of treasury bills to the Reichsbank. If the Government, 
upon whatever grounds, requires considerable sums of 
money and goes to the Reichsbank with treasury bills, it 
signifies that the money given for them by the Reichsbank 
comes into circulation by way of the imperial disbursing 
offices (Reichskassen), and this takes place independently 
of the general money needs of business in themselves. 
Two things are thus brought about by this: simultane
ously with an unfavorable condition of the Reichsbank, 
there is a disproportion between the resources of the open 
market and those of the Reichsbank, which here again 
leads to a widening of the gap between the private dis
count rate and the bank rate. In other words, the use of 
bank notes for government purposes is more or less an 
inflation. I wish that the proceeding were of the opposite 
character; that the Reichsbank might indeed now and
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then be in possession of treasury bills, but only when the 
money for these treasury bills need not be raised in the 
open market. Then, to be sure, the stock which it would 
have could be well applied to exert a corrective influence, 
when it finds it necessary, upon the conditions of the 
market. I regard the present method, therefore, of the 
Government eo ipso applying to the Reichsbank as a 
matter of course for all the needs which it satisfies in the 
shape of treasury bills, as one that ought to be improved. 
It appears to me that it would be preferable if the repre
sentatives of the Government would first try to dispose of 
as great a quantity of treasury bills in the open market on 
terms as satisfactory to the Government as the condition 
of the money market will allow, the Reichsbank to receive 
only the possible residue. In the taking of such a residue, 
I do not see that there would be any bad effect as regards 
the Reichsbank’s function of regulating the circulation. 
For if these bills, too, were placed upon the open market 
it would have the effect, which, as Herr von Gamp has 
related, Reichsbank President Koch described, namely, 
that a person who purchased treasury bills would have to 
draw the money for them from the Reichsbank. I would 
recommend, therefore, that the attempt should first be 
made to dispose of treasury bills freely in the open market. 
I would recommend also, in support of this method, that 
in discounting treasury bills the Reichsbank should not be 
unconditionally forced to adhere to the bank discount 
rate; I would regard it as admissible in this case to make 
an exception to the regulations hitherto obtaining that 
under 4 per cent only bank discount rates may be granted. 
The bank will then, by this occasional purchase, either
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directly from the Government, or it may be in the open 
market, and by the subsequent sale of these treasury bills 
in the market, have a permanent means of exercising a cer
tain control over the open money market; by ceasing its 
purchases or by raising the rates of such purchases, in case 
there is a sufficient quantity of treasury bills circulating in 
the open market, it will be able to exert more influence upon 
prices in the open market than it does at present by having 
the sole disposal of treasury bills. The sale of treasury 
bills is not at all times a sure means of exerting an influence 
upon the money reserve of the market. If the bills go 
abroad, and if from this cause periodic money or gold 
movements arise as between ourselves and foreign coun
tries, the money in question is taken not from inland but 
from foreign trade. In this case, likewise, selling in the 
open market may be very advantageous at times, if this 
object is particularly sought to be attained. I must add 
that the Reichsbank operated very skilfully last year in 
disposing of the bills in such a shape that they succeeded 
in getting abroad, and that the prevention of a still more 
considerable exportation of gold was achieved by the 
adroitness with which these operations were conducted. 
In spite of such isolated instances, I can not help regarding 
the method hitherto pursued by the Government as not 
in consonance, as a matter of principle, with the Reichs- 
bank’s function of regulating the circulation. The prac
tice prevails in England, also, that the Bank of England 
participates in the purchase of exchequer bills, when its 
condition or the situation of the money market makes it 
seem advantageous; but otherwise it leaves the initiative 
here, too, to the private market.
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Herr Geheimrat Wagner expressed the wish that we 
might in increasing measure revert from the system of 
rentes to the system of fixed repayment of debt obliga
tions at par. He also directed attention to the question 
whether it is advantageous to have in circulation such a 
large quantity of treasury bills that run for a number of 
years. I believe that precisely in the administration of 
the Empire, as well as in the banking circles, which are 
likewise responsible for the issuance of these treasury bills, 
there was less predilection for this method of raising means 
to meet the needs of the Empire than anywhere else. But 
it was a time of stress, for if they had not been issued 
the rente market would have had to bear a still heavier 
burden. Only the perception that the needs were too 
great to be provided for in the rente market alone, that 
other monied circles besides that of the rentiers had to be 
drawn in to satisfy them, led to our having— I hope only 
temporarily— so large a sum of treasury bills afloat. The 
long-time loans, with definite dates of expiration— that is, 
those on the allotment plan— constitute another form of 
rente debt which some creditors of the Empire would 
perhaps rather have than rentes. To that extent this 
method, too, may not be impracticable in future opera
tions. When very great sums are required the greatest 
variety of tastes must perhaps be taken into considera
tion. I ask myself whether we might not have another 
method, corresponding to some tastes and needs, in the 
sale of annuities. This particular form, to be sure, is de
sirable only in exceptional cases in Germany, where more 
importance is attached to the maintenance of one’s capi
tal than in other countries.
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Doctor W a c h e ER. The question whether it is desirable 
to effect a diminution of the demands upon the Reichs- 
bank, I would, on the strength of our experiences up to 
this time, answer in the negative. The reproach has been 
brought against the Reichsbank that the managers of 
some of the Reichsbank establishments have, in granting 
credits, passed beyond the sphere of their proper func
tions. Herr Fischel has just made a remark, too, which 
I think is fully justified— namely, that the Reichsbank 
would be committing an error if in times when money is 
abundant it should discount imperial treasury bills and 
thus provide business with currency which it really does 
not need and which, therefore, would react upon the rate 
of private discount. But it has likewise been pointed 
out, even by opponents of the management of the Reichs
bank, that such operations have been recognized as errone
ous by the Reichsbank, and that provision has been made 
that transactions of that kind shall not in future occur on 
such a scale, or perhaps not at all. But though it has 
been recommended by the experts that the Reichsbank 
should on principle reduce the credit demands in normal 
times by from 100,000,000 to 300,000,000 in order to lessen 
the difference between the minimum investments in nor
mal times and the maximum investments in times of ten
sion; and though it has been asserted further that the 
Reichsbank is not obliged to satisfy all the legitimate 
credit demands made upon it, that the augmentation of 
our unfavorable balance of payments is directly con
nected with the increase of uncovered notes, that the 
tightness of money in the year 1907 is attributable to the
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credit policy of the Reichsbank, and that the Reichsbank 
should be more intent upon guarding its gold supply than 
upon discounting bills, I have to say that in general I 
do not assent to these views. I consider the reasons 
given for these assertions as partly erroneous and in many 
respects, at any rate, as inapplicable. I can not regard 
it as right that in normal times legitimate demands should 
be rejected solely for the purpose of diminishing the maxi
mum tension reached in times of great stress, for I take 
the view that, after all, it is the normal conditions that are 
preponderant in our times, and it is not really acting 
wisely to reject such legitimate demands merely in con
sideration of the possible occurrence of exceptional cir
cumstances. I believe, also, that the hoped-for result 
would not be achieved by that means, for it is quite be
yond doubt in my mind that if the Reichsbank had actu
ally discounted 300,000,000 marks’ worth less of bills in 
1904 or 1905 and had had correspondingly less notes in 
circulation the demands in the years 1907 and 1908 would 
not have been diminished by 100,000,000. But I consider 
it an absolutely false impression that the credit policy of 
the Reichsbank in 1907 caused the stringency of that year; 
it was occasioned by entirely different circumstances.

I am, on the contrary, of the opinion that the year 1907 
furnished the most brilliant proof that, notwithstanding 
our undeniably strenuous spirit of enterprise and notwith
standing the greatly increased development of our home 
industry since 1904, our whole German economic life rests 
upon a thoroughly healthy basis— as we see already to
day it has substantially overcome the threatened dangers
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of 1907 in a perfectly normal way, without any mishaps—  
and that the management of the Reichsbank in particular 
has stood the test and has, besides, succeeded in providing 
itself again to-day with a considerably greater supply of 
gold.

I have arrived at the conclusion, therefore, that the 
results of the management of the Reichsbank up to the 
present time, and especially the events of the years 1906 
to 1908, do not justify the Reichsbank— except in the 
case of the improperly granted credits which have been 
mentioned, and against which it has of its own initiative 
made provision— to endeavor to restrict, on principle, 
its allowance of credit in normal times. Neither do I 
believe that it would be expedient to reduce the granting 
of credit by the Reichsbank to any sort of scheme, as 
Freiherr von Gamp seems desirous to recommend. I 
consider all schemes and special instructions as quite 
worthless to a competent management; they can not 
take the place of prudence and intelligence, and they 
have a deleterious influence if they trammel a capable 
administration of business. I feel convinced that, in 
view of all that has hitherto been done by the Reichs
bank, it will of itself, without any special instructions 
based on the suggestions of the experts as to the conduct 
of its affairs, give proper consideration to everything 
calculated to prevent a recurrence of any errors which 
may have been made in the matter of the granting of 
credit. But what I should regard as most inexpedient 
of all is the systematic limitation of credit demands at 
the quarterly periods.
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As to the question of shifting the times of payments 
which are customarily made at the close of the quarter 
to other dates, the following points should be noted:

1. That the practice of concentrating payments such 
as rents, interests, and salaries upon definite dates and 
at the close of the quarter was not established arbitrarily, 
but was deliberately adopted for business reasons and 
expressly for the purpose of facilitating the making of 
money payments.

2. That a great number of payments— for example, 
those of all the great mortgage-debenture institutions—  
are made as early as the middle of the last month of the 
quarter, and the interest payments on all agricultural 
mortgage debentures from the 24th of June and the 
24th of December on, and that the payment of interest 
on state loans likewise takes place before maturity.

3. That in the case of some obligations the date of 
interest payments is already fixed at other times than 
the close of the quarter.

If, then, a further shifting of the times of maturity 
were attempted, the relief which might perhaps be ob
tained at the quarterly periods would lead to the inten
sifying of credit demands at other times, and the Reichs- 
bank would not be benefited in any way. But it might 
well be that the advantages in the way of adjustment 
of the circulation which arise from the concentration 
of definite regular expenditures and receipts upon defi
nite days might thus be forfeited; and, at all events, 
the Reichsbank can not attempt to suddenly and 
brusquely change a practice which has become general
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by force of long and justified habit, through a restriction 
of its grants of credit.

And just as little can an increase of the cost of loans on 
collateral be justified or approved. If the idea is to make 
it the duty of the Reichsbank to distinguish between 
so-called legitimate and illegitimate demands, with the 
object of making it easy to satisfy the legitimate demands 
while entirely rejecting the illegitimate ones or satisfying 
them only upon harder conditions, then it must be 
acknowledged that, in themselves, the demands made 
upon the Reichsbank at the close of the quarter may 
claim the character of legitimacy.

It is with justice, then, that the experts, almost with
out exception, advise against a limitation of credit at the 
close of the quarter, and also against increasing, by 
any method, the cost of loans on collateral; on the con
trary, precisely in the case of loans on collateral, shorter 
time was recommended in the interest of a rapid improve
ment in the condition of the Reichsbank. In recognition 
of the importance of facilitating the transactions of the 
quarterly periods, suggestions were made by many of the 
experts to make borrowing on collateral in some respects 
easier than it is. One proposition was to lower the rate 
of interest in the case of loans upon state securities, and 
perhaps also of loans on other first-class paper; another 
proposition was to permit the entering of such preferred 
loans as cover for bank notes in the Reichsbank state
ment. It was also suggested that the limit of untaxed 
note circulation should be made higher for the week in 
which the quarter day occurs.
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I am glad to find that Herr von Gamp also is more 
inclined at present to recognize the increased demands 
upon the Reichsbank at the quarterly periods as a neces
sity arising out of the business requirements of the people. 
I think, too, that it will be least of all possible to 
diminish the demands upon the Reichsbank at the 
close of the year, since according to all our usages and 
according to the economic arrangements which obtain 
with us as regards the close of the year it is inevitable 
that the demands will always be somewhat greater, 
taking into account, too, that Christmas comes at this 
time. It is natural that at such a time ready money, 
which, after all, comes from the Reichsbank, will be needed 
in greater quantity; and it will be a difficult matter to 
introduce different habits in our economic life.

All these propositions should be subjected to a searching 
examination by the Reichsbank. For the rest, an exten
sion of the deposit-and-transfer system will presumably 
have the effect of very materially relieving the Reichsbank 
in the matter of demands upon it at the quarterly periods; 
and in regard to this, likewise, some very valuable sug
gestions were made looking to the introduction of that 
system in connection with salary, rent, and other 
payments.

The policy of effecting a reduction of the demands upon 
the Reichsbank through the restriction of the demands 
of the Imperial Government for credit ought, as the 
experts all agree, to be resorted to only on the plea of 
absolute necessity.

It could be accomplished, of course, only by means of 
the strengthening of the working resources of the Imperial
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Treasury. This is, however, precluded by the present 
financial situation of the Empire. For if it could be 
done without the necessity of making demands upon 
the Reichsbank or, what would amount to the same 
thing, the money market, it would have to be effected 
by means of the surplus revenues of the Empire. But 
this is something on which, for the time being, we can 
not reckon. The issue of a loan for this purpose or 
the utilization in some way or another of the war fund 
in the Juliusturm, which has been suggested by some 
of the experts, can by no means be advocated. It is to 
be hoped that through rigid economy in the imperial 
administration and a judicious adjustment of the system 
of taxation the finances of the realm will be placed in 
such a condition that the working resources of the imperial 
treasury will be reenforced in the measure demanded by 
the needs of government through the surplus realized in 
the financial administration of the Empire.

The procedure hitherto adopted in the issue of imperial 
treasury bills is universally acknowledged to be sound 
and not calling for any fundamental alteration. The 
suggestion made by some of the experts that the Imperial 
Treasury might, following the example set by the English 
“ tender system,” call directly upon the public for sub
scriptions, does not impress me as being practical. A 
miscarriage in such a case, a failure made publicly mani
fest, would have a most mischievous effect. It would 
seem, on the other hand, very desirable to adopt the 
suggestion, likewise coming from the experts, that when 
there is an issue of treasury bills arrangements be made 
for supplying these at all the banking institutions in the
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Empire in the forenoon of the first week day following 
the placement of the issue at the Bourse, and that those 
interested be informed in advance, as far as circumstances 
permit, of the prospective issue, in order mainly to afford 
an opportunity for the sale of the treasury bills in foreign 
countries, which may be desirable at times for the sake 
of depressing the rate of exchange and making money 
cheaper.

I believe that, on the whole, especially with reference 
to the question of credit— as has been repeatedly stated 
in an emphatic way by the experts and members of this 
commission— apart from a few rather insignificant mis
takes, mistakes easily remediable and of a technical 
nature, the conduct of the Reichsbank has during all 
these years, including the year of the crisis, 1907, stood 
the test in such a remarkable manner that we can not 
venture to propose any fundamental organic changes 
and can only deprecate the adoption of any legislative 
measures tending to hamper its activity and make it 
more difficult for it to adhere to a judicious policy based 
on the business principles which it has hitherto observed.

Mr. PETER. I must begin by expressing my opposition 
to an artificial restriction of the legitimate demands for 
credit, and, indeed, according to the declaration with 
which the president has favored us, the Reichsbank itself 
has no intention whatever of placing obstacles in the way 
of the satisfaction of legitimate needs in the matter of 
credit, something that would not be at all desirable. The 
manner in which the Reichsbank attends to the existing 
regular needs in this regard and its own conception of the 
nature of the obligations devolving upon it, as expressed

1103

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



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

in the now familiar instructions sent to the branch offices, 
appear to me altogether proper, and I should not like to 
see any change in them.

As I have already said in connection with Question IV, 
I anticipate a very material improvement in the working 
of our monetary mechanism as a result of the judicious 
development of the system of payment by checks and 
transfers, and along with this a considerable reduction of 
the demand for cash at the quarterly periods.

I therefore attach no particular significance to the 
question: “ What measures might be taken to cause a 
spreading out of the quarterly requirements by altering 
the time of payments (mortgage payments, salaries, rents), 
which traditionally fall due on the first day of the 
quarter? ”

It is certainly an advantage if coupons and the like can 
be cashed several days before the quarter day at which 
they mature, or before whatever date has been fixed for 
the payment of interest in the case of issues of new securi
ties. Whatever can be done in this direction is that much 
gain. But to go away beyond this and try the scheme of 
deferring the regular dates of payment I should regard 
not only as useless, but, on the contrary, as positively 
detrimental. There is, indeed, to my mind an advantage 
in having payments of all kinds take place simultaneously 
at certain fixed times, as we are thereby enabled to set 
one payment against another, as in a clearing system.

With respect to mortgage transactions, the suggestion 
made by one of the experts in regard to certified checks—  
checks certified by the Reichsbank— strikes me as very
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practical. I should like to ask the direktorium of the 
Reichsbank whether it might not be worth while to con
sider the question of reintroducing the so-called “ distance 
checks,” which were in existence for a short time only, a 
number of years ago.

I am opposed, for the reasons adduced by Doctor Schmidt 
and others, to the proposition that the getting of loans 
from the Reichsbank at the quarterly periods be made a 
matter of greater expense by increasing the number of 
days for which interest is to be paid.

The demands for credit at the quarterly periods are 
legitimate. I believe that it would be a great pity to 
impose a special toll on them and that there is no occasion 
for it. I am likewise able to assert that the money bor
rowed on collateral by financial institutions at the quar
terly periods is often procured merely out of precaution 
and not used. I should, on the contrary, be in favor, with 
reference to this matter, of returning to the procedure that 
formerly obtained but was afterwards discarded, a lowering 
of the rate of interest on loans where the collateral consisted 
of imperial or state obligations to a figure one-half of i per 
cent above the discount rate of the Reichsbank. I am of 
opinion that such securities, serving as collateral, could be 
reckoned as part of the reserve against bank-note issues.

A restriction of the demands for credit on the part of the 
Imperial Government is certainly desirable. It could be 
brought about in no other way, it seems to me, than by the 
creation of a more ample working fund for the Imperial 
Treasury. Perhaps the fiscal reform in the Empire will 
effect a change for the better in this respect also. Until

8 4 7 13 — 10— 70 110 5

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

then, however, the Imperial Government will be obliged to 
have recourse to the Reichsbank, which, in my judgment, 
is its natural reservior of money.

I likewise consider a change with respect to the issue of 
treasury bills undesirable. Even if it may not on every 
occasion suit the Reichsbank to take these treasury bills, 
their acquisition, on the other hand, for the purpose of redis
count affords at certain times the sole possibility to the 
Reichsbank of asserting its influence in the matter of 
private discount. It would make the periodical state
ments of the Reichsbank more easy of comprehension if 
the treasury bills were entered separately.

M r. M o m m s e n . In regard to the treasury bills, gentle
men, I believe that the item “ securities” in the state
ment of the Reichsbank represents in reality nothing 
else than the imperial treausry bills, with the exception 
of an insignificant fraction in the way of securities, which 
need not be taken into account here. In what concerns 
the question under discussion, I believe, we may gather 
from the trend of the debates we have just had that this 
question has perhaps not been altogether properly put, 
at least in so far as it has reference to the restriction at 
the quarterly periods. We have not to deal here in 
reality with a restriction of the demands for credit at the 
quarterly periods, but with the restriction of the demand 
for cash, be it bank notes or anything else, which busi
ness has, so to say, got into the habit of needing at the 
quarterly periods. We all seem to be agreed that the 
restriction of the general demand for credit is something 
which it would be inexpedient for the Reichsbank to 
undertake except in so far as we have to deal with demands
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which all of us, together with the Reichsbank, look upon 
as not altogether legitimate.

In regard to the shifting of the quarterly dates of pay
ment, there is no doubt that a large part of the money 
that is withdrawn from the Reichsbank goes to various 
branches of the Bank that need it in order to provide for 
payments which they will be called upon to make. Much 
of the money paid out by them stays in the coffers of the 
branches, and probably very considerable amounts that 
are thus withdrawn remain in the vaults of the Reichs
bank itself, for I assume that at the quarterly periods the 
individual sums on deposit at the various branches are 
relatively large, owing to the fact that there is a great 
need of cash at those times. I do not believe that under 
existing conditions it would be possible to alter the situa
tion permanently. It is pretty well settled that there is 
bound to be an extensive circulation of cash at the quar
terly periods, and I do not consider it so very desirable, 
gentlemen, to shift all payments, or even very much of 
them, to other days.

It has been pointed out long ago that the concentration 
of payments at certain fixed dates facilitates what we are 
all anxious to have— the method of settlement by placing 
one amount against another, a system of clearings. But 
it has this further advantage, that it makes it easier to 
form an opinion regarding the economic situation in gen
eral. Suppose we actually succeeded in having twelve 
principal times of payment in the course of the year 
instead of four, what would be the result, gentlemen? 
The demands upon the Reichsbank would be somewhat 
greater throughout the year, and the stress which we now
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witness at the quarterly periods would perhaps be some
what less pronounced. I should not consider this such 
an extraordinary gain, and I believe, on the other hand, 
that the raising of the rate of discount on account of the 
temporarily increased demands upon the Reichsbank at 
the quarterly periods practically never takes place.

When the general demands upon the Reichsbank are 
pretty high, there is bound to be, of course, an unusually 
great demand for ready funds of one kind or another, as 
everyone feels that without some sort of a cash reserve it 
is impossible to meet the exceptional demands at the 
quarterly periods. But this in itself has nothing to do 
with the pretty nearly invariable demands at the quar
terly periods. I actually believe it would be wrell to accus
tom ourselves to the fact that the Reichsbank, in the 
nature of things, is bound, just like every other financial 
institution, to have exceptional demands made upon it. 
These things always straighten themselves out in a short 
time.

I have already stated my opinion with respect to the 
matter of the shifting of the quarter days. It is impos
sible to transfer the dates on which payments are due in 
the case of mortgages, rents, coupons, etc., to some other 
day than the first of the quarter. Our attention has been 
called to the fact, gentlemen, that in one or two of the 
south German States— I believe reference was especially 
had to Wiirttemberg— the interest on government loans 
is no longer paid at the quarterly periods, the coupon days 
coming at various other dates. I doubt whether there 
is any advantage in this scattering of dates and deviation 
from ordinary usage. It is natural to be skeptical about
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it if we assume once for all that the interest on permanent 
loans, whether they represent obligations of the Imperial 
Government, the individual States, the municipalities, or 
industrial concerns, has got to be paid at the quarterly 
periods only. It would be a great nuisance to the public 
if we should have twelve days on which such payments 
are due instead of four, as now established by the law of 
custom.

Another question that has been brought up is as to 
whether it would not be practicable to shift the dates at 
which salaries, especially the salaries of officials, are paid 
to the fifteenth of the month. I have no objection to their 
being divided into twelfths (which is natural) instead of 
being paid out at four quarter days. In all private 
concerns, in banks, in factories, and the like, salaries 
are, as a matter of fact, paid monthly. Why can this not 
be done in the case of public servants also? The transition 
would naturally be accompanied with more or less incon
venience, owing to the fact especially that officials are 
paid in advance and private employees behindhand. We 
are, however, just about to institute a great advance in the 
salaries of officials, and it will perhaps be found practicable 
on this occasion to make the economically desirable tran
sition from quarter days to monthly payments. I antici
pate, in point of fact, that the whole thing will have a 
wholesome influence. I am not overlooking the fact that 
there may be some little trouble in connection with the 
payment of rent, but then this will only be in the course 
of the transition, for the officials of the States and of the 
Empire can just as well be required as the employees of 
private individuals to deal with their monthly earnings in
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such a way as to remain in a position to pay their rent. It 
is worth while to consider seriously whether it would not 
be well to make this change in connection with the raising 
of the salaries. The period of transition might be 
extended to one year or possibly two years.

Geheimrat Wagner referred to the demands upon the 
money market made by the Government through the issue 
of securities at the quarterly periods. I did not under
stand him, for I believe that what he said is not at all 
correct. Of course the issue of large volumes of securities 
is often timed with reference to the quarterly periods, but 
the result is different from what Herr Wagner imagines.

Mr. F i s c h e l . The term “ emission” was used in the 
sense of “ issue of bank notes.”

Mr. M o m m s e n . In any case this can be cleared up, and 
I do not care to go into the matter any further.

Question A is herewith also practically answered, to 
the effect that the borrowing of money on collateral 
ought not to be made more expensive. I believe that 
the gentlemen who have expressed the same view are 
quite right in asserting that the money flows back com
paratively fast. At the same time we ought not to 
lose sight of the fact that people are often in the habit 
of keeping securities— I have special reference to south 
Germany— for the sole purpose of creating for themselves 
a sort of reserve in order to be enabled at a time of special 
stress to obtain a loan on collateral. It would be a pity 
to discourage this habit by making such loans more 
expensive.

Geheimrat von Gamp, in the course of his utterances—  
led, I assume, by the wording of the question relative to

i i i o

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

the restriction of the demands of business for credit—  
set up a contrast between the Reichsbank and the private 
banks. I hardly think that such a contrast is actually 
warranted. I am glad to see that he recognizes the fact 
that the granting of short-time credits by the Reichsbank 
at the quarterly periods is useful and necessary. I 
believe that if he will weigh carefully everything that has 
been said on this subject in our discussions he will come 
to the conclusion that the exceptions which he made 
to-day in the case of interest payments, rent, and mort
gages ought to apply also to short-time promissory notes. 
These short-time notes which the Bank has to deal with 
at the quarterly periods make their appearance only in 
order that its customers may get the money required for 
interest payments, rent, or I know not what. I can not 
see how else Herr von Gamp would have it. As a matter 
of fact, this is the only means of affording the public 
which in the main makes up the clientele of our German 
banking world— for the direct customers of the Reichs
bank are, after all, only the business men; as a general 
thing, at least— the possibility of making these payments. 
In my opinion, therefore, there can be no objection 
whatever to the making of demands upon the Reichsbank 
through the intermediary of short-time promissory notes.

Herr von Gamp made a suggestion in regard to which 
I wish to express my unqualified dissent. He is of 
opinion that while the Reichsbank ought, indeed, to 
grant credit, it might make it a condition in individual 
cases that it is not to be called upon to do so during the 
period, say, from December 15 to January 15. I believe 
that this is a very unsound bit of advice that Geheimrat
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von Gamp is giving us. If we were to act in this way 
with reference to the private banks, he would, I am sure, 
attack us, and would justly say that this way of doing 
business is calculated merely to veil the condition of 
the bank from the eyes of the public. [Protest.] Of 
course, I have a right, as a dispenser of credit, if some
one comes to me and says he would like to have credit, 
let us say, from July till November or the middle of 
December, to think the matter over and to tell him: 
“ Yes; I can let you have the credit; here is the money;” 
and if he asks for credit up to the middle of January, to 
tell him he can not have it. But if a bank should say: 
“ I shall let you have credit right straight along, only 
you must let me have my money again just for this 
short space of time”— never mind in what precise words 
he would put it— I should consider it a very serious 
matter; and I do not believe that the Reichsbank would 
find it at all in its interest to enter into any such arrange
ment. My opinion is that the Reichsbank should 
grant credit only where it can discount with perfect 
safety, without being reduced to the necessity of entering 
into some kind of an agreement, be it with respect to 
the time for which the credit is afforded or to some special 
security. I am aware that it has often happened that 
collateral in the way of stocks or mortgages or the 
like has been offered in connection with bills. I believe 
that this sort of thing ought not to enter into the busi
ness of the Reichsbank. The Reichsbank ought simply 
to take the bill, find out whether it is safe, and accept 
it only if it is good. A good bill needs no security. Such 
transactions border on the business of making loans on
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collateral, to which kind of security Herr von Gamp 
himself ascribes a lesser degree of fluidity.

So far as the other question is concerned, there is 
nothing special to say about it. It is, in point of fact, 
indeed, an unheard-of situation, which we have had in an 
increasing measure year after year, that the Reichsbank 
should have in its possession a very considerable amount 
of imperial treasury bills and that the Imperial Govern
ment should be a debtor of the Reichsbank. Herr 
Fischel is perfectly right in saying that that means noth
ing else than obtaining funds by means of paper money. 
It is monstrous, the way the figures have been going up 
from year to year, and I believe that 1908 is going to 
break the record, for I can not recollect any such total 
as 280,000,000 marks— which was the figure given in 
the last statement— or was it even more? I consider the 
situation sadly in need of improvement. I can not, for 
all that, be made to believe that it would be well to have 
the Government go to some other financial institution, 
inasmuch as such institution would be obliged to have 
recourse to the Reichsbank, and I think, as a matter of 
fact, we had better wait for the reforms that have to be 
undertaken in our fiscal affairs.

In regard to the issue of imperial treasury bills, this 
may be said: If the amount of these treasury bills which 
the Reichsbank has to deliver is not very large, then the 
issue is a very simple matter; but if we have to deal 
with such figures as we have at present, I can not see 
that the scheme suggested by Herr Fischel— which in 
itself I consider prefectly legitimate— of making it a 
part of the Reichsbank’s business to buy and sell treasury
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bills would do any good, for if the issue is excessive, 
there is nothing left but for the Reichsbank to keep 
the bulk of these securities. I believe, as a matter of 
fact, that the greater part of the issue of these treasury 
bills is not placed on the market by the Reichs.bank but 
is covered by its own resources.

As regards the effect and necessity of the possession by 
the Reichsbank of a stock of imperial treasury bills that 
should enable it to exert an influence upon private dis
count, I do not believe that any special significance is to 
be attached to the matter. If you will take the trouble to 
refer to the statement on page 6 of the Reichsbank sta
tistics, you will find that there was formerly often such a 
small amount of treasury bills on hand that no effect could 
possibly result from it. I believe, therefore, that such a 
stock is not absolutely necessary. In any case the 
question will cease to have any significance as soon as the 
Imperial Government finds itself in a position to attend to 
its own needs, when various matters, which anyhow have 
to be considered, will have to be dealt with, in particular 
the system of payment by postal check, if it should go on 
developing, which I sincerely hope, although I have my 
doubts. If it should assume large dimensions, however, 
it would undoubtedly place considerable sums of money 
at the disposal of the Imperial Treasury, which would 
serve the purpose of a working fund. At present the post- 
office, all in all, draws money from the Imperial Treasury, 
as it has to make the large advances to the trade coopera
tive associations. The whole thing can be changed only 
through a general improvement of our mechanism of 
payment, as has already been intimated.
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Mr. G o n t a r d . I agree with Geheimrat Riesser with 
respect to the following questions: With respect to loans 
on security, especially in so far as short-time loans are 
concerned. How far it is possible to go in the matter of 
loans on security has been well put before us by Herr 
Schinckel with reference to coffee. Furthermore, in the 
matter of reckoning the security for loans as part of the 
reserve against note circulation, we should have the same 
story with respect to government loans as we have seen in 
the case of the treasury notes. Moreover, in the matter of 
the regulation of the demand for credit and currency at 
the quarterly periods, the only apparent remedy being the 
extension of the deposit-and-transfer system of payments. 
Furthermore, in the matter of the correlation of the de
mand at the quarter periods; in that of the postponement 
of the quarter days in the case of mortgages, rents, and 
salaries; and in that of making loans on collateral dearer 
at the quarterly periods, with respect to which I agree 
with Herr Fischel that the making of loans on collateral 
ought to be in the nature only of a reserve business for the 
Reichsbank, and with Geheimrat Lexis that the prolonga
tion of the term of days is equivalent to a prolongation of 
credit. In regard to Question B i, I hold the same view 
as the gentleman who has just had the floor. I should 
like to say in addition that a diminution of the demands 
upon the Reichsbank can take place only with respect to 
a class of transactions that are not within the legitimate 
sphere of the bank. My apprehensions in regard to this 
matter have been allayed by the declaration made by the 
president of the Reichsbank day before yesterday with 
reference to the assertions of Kommerzienrat Fischer, by
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the expression of opinion on the part of the bank manage
ment in connection with the instructions of August 12, 
iyo6, and by the declaration of Geheimrat Kauffmann 
with reference to the statements of Doctor Salomonsohn 
in the matter of remittances in connection with the import 
business.

In regard to the matter of securities as collateral, I 
am of opinion that the rate on loans ought to be lower 
when the collateral consists of government securities 
than in the case of other securities. I am surprised that 
the proposition has not come up in this commission to 
follow the example of Belgium. I should like to urge, 
however, that all other kinds of securities be treated 
absolutely without any distinction. If there were any 
gradations, we should find ourselves making discrimina
tions in regard to the various classes of the population. 
It has been maintained with perfect truth that the other 
kinds of securities can only be benefited by the favorable 
terms for loans on government-paper collateral by reason 
of the attraction which the quotations of one class of 
securities exercise with respect to the quotations of 
another. I should like to add that I think it would 
be a good plan for the members of the Reichsbank direk- 
torium to arrange to have periodical meetings with the 
heads of great industrial establishments in the various 
principal centers in order to discuss the matter of the 
probable demands for credit. I do not agree, however, 
with the view expressed by one of the speakers that it 
would be well to prescribe certain conditions in dealing 
with these capitalists, my idea being that the wdiole thing 
should be done only in behalf of the information which
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would be placed at the disposal of the Reichsbank. Those 
who are directing our great industries will be quite ready 
of their own accord to defer as far as possible to the 
wishes of the Reichsbank direktorium.

But I must come to a close, gentlemen. In the course 
of our discussions I was greatly surprised by a remark 
made by one of the experts to the effect that it would be 
a mistake to dispose of treasury bills abroad on account 
of the profit that the foriegner would make and the bad 
impression that would be created in the outside world 
in regard to our credit. I must say that the opinion of 
the world certainly depends on other factors than the 
thing in question, and I wish to take advantage of this 
occasion to revise an opinion which I expressed in this 
body at the outset. It is the notion that we ought to 
lay the greatest stress upon the opinion of the outside 
world with respect to matters pertaining to our system 
of credit. I am under the impression that our banking 
circles pay more regard to the opinion of the wor d at 
large than is necessary. I believe it would not hurt our 
banking world to take an example in a small way from 
the daring of our greatly despised industry. I am highly 
pleased to see that in another field the banking world 
has begun to follow the lead of industry, which has 
adopted the policy of organizing a union for the purpose 
of securing immunity from injury in its domain. I fer
vently hope that our banking fraternity will succeed in 
developing this policy and thus contributing to the public 
good.

Mr. Roland-Lucke. It is, and is bound to remain, 
one of the main functions of the Reichsbank to satisfy
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the demands for credit in so far as such demands have 
a sound and legitimate basis and involve only short- 
time advances of money. It will be enabled to perform 
this task the more effectually the less it is compelled to 
cater to the needs of those who demand credit where 
there is no economic necessity for it. It is admitted 
on all hands that it is good and necessary for various 
reasons that obligations should largely mature at certain 
principal dates. In regard to the extent that the demand 
for currency to meet the obligations maturing at such 
dates may be reduced, so many suggestions have already 
been offered to the public that we might as well wait 
and watch the gradual operation of the schemes pro
posed.

In regard to the specific suggestions that have been 
put forward here, to the effect that the concentration 
of payments at certain dates should be lessened by the 
shifting of the dates of maturity in the case of certain 
classes of payments involving large amounts, many 
reasons in their favor can certainly be adduced. I believe 
it is practicable, while preserving the beneficial effects 
of this whole system of concentration of payments, to 
alleviate in a measure the difficulties encountered. It 
is undeniably of great advantage to have this concen
tration take place at a few quarter days, so that the date 
of maturity of one kind of obligation is connected with 
that of another. And in normal times, indeed, we find 
that this cumulation of payments causes comparatively 
little trouble. In a time of stress, however, it is calcu
lated to add materially to the difficulties arising from 
other sources. [Hear! hear!] It is my opinion, there-
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fore, that we ought to adopt some middle course. For 
this purpose I am singling out the matter of the payment 
of the salaries of our government officials, national and 
municipal.

I believe that if we could get hold of the figures we 
should find that we have to deal with a very considerable 
sum involved in payments of this kind throughout the 
length and breadth of the German Empire, and that per
haps the fact of their being made on the first of the 
month constitutes an important co-factor in the extraordi
nary demand for currency at the quarterly periods. The 
reason for my dwelling just on this matter of salaries is 
because I anticipate a twofold effect in regard to the 
Reichsbank in case a change with respect to the date 
should be made. Not only will it be relieved from the 
necessity of meeting a large part of the demands now 
directly made upon it already at the end of the month 
for the payment of salaries due on the first, but the shift
ing of the date will save it from calls involving a much 
larger aggregate sum. If the payment of salaries takes 
place on the fifteenth, it will, to be sure, as the speakers 
here have already pointed out, cause more or less mis
chief in individual cases, where the official will be unable 
to resist the temptation to spend money that ought to 
be set aside for the first of the month. We ought, how
ever, not allow ourselves to be guided by this aspect of 
the matter. If the salaries were to be paid on the fif
teenth, as is already extensively done in the case of 
private businesses, these funds would soon be moving on 
in various channels and by the end of the month would 
already have served so largely to replenish the treasury
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at a large number of branches that the demands which 
would otherwise have been made by them upon the 
Reichsbank at the end of the month would in the main 
have been satisfied. I am not quite sure that my reason
ing is perfectly clear to you. What I mean to say is, 
that, in the first place, money is paid out directly by the 
Reichsbank at the end of the month on account of the 
payment of salaries due on the first, and, secondly, sums 
are withdrawn from the Reichsbank at the end of the 
month in order that the necessary funds may be at hand 
at so and so many establishments and offices of every 
kind where money has to be paid out immediately or on 
the first— money that has nothing whatever to do with 
salaries. If the sums paid out in salaries are started on 
their course by the fifteenth, they discharge their function 
in the normal and regular circulation by pouring into the 
treasuries whose needs would otherwise have to be met 
by demands, direct or indirect, upon the Reichsbank. I 
am, therefore, sure that the Reichsbank will be relieved 
directly or indirectly from the necessity of paying out a 
considerable amount of cash at the end of the quarter if 
the officials of the government and the municipalities, 
and possibly in course of time most of the employees in 
private concerns, are paid their salaries on the fifteenth 
of the month. It seems to me that by thus setting apart 
the salaries we shall not be complicating the questions 
relative to mortgages, interest payments, rent, etc., and 
that the carrying out of my proposition would result in 
any case in a very advantageous reduction, with reference 
particularly to a time of stress, of the volume of cash 
required for our monetary circulation.
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As regards the question of increasing at the quarter’s 
end the number of days for which interest is to be paid, I 
hardly think it would be practicable to get up a recipe 
that would work for any considerable space of time. The 
Reichsbank has certainly no occasion to inveigle itself, so 
to say, into trying to create artificial business on the 
strength of the demand for money at the quarterly periods, 
but it is its duty to satisfy all legitimate demands in an 
accommodating manner. I believe that the conditions 
which the Reichsbank imposes now in the case of ques
tionable advances are precisely suited to the existing con
ditions. I am not in favor of moderating them, neither 
should I make a change in the other direction. The state 
of things, I am aware, may change some time or other. 
It will then be the business of the Reichsbank to adapt the 
conditions to the altered circumstances, just as it has 
done many times before.

In regard to the restriction of the demands of the Impe
rial Government, there seems to be a general consensus 
here that the Imperial Treasury must have its own work
ing resources, which it needs for the economic and efficient 
conduct of its business. This state of things, which, I 
trust, will be realized before long, should, however, in my 
opinion, by no means prevent the Reichsbank from being 
free to obtain from the Imperial Government in successive 
amounts short-time treasury bills, running three months 
or six months, according to the convenience of the Reichs
bank, up to an aggregate, say, of 100,000,000 or 150,000,000 
marks. This is not to be, however, when the Imperial 
Administration is in need of money [“ Very true!”] but
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when the Reichsbank considers that it is of advantage to 
itself to have the treasury bills in question at its disposal.

It may be objected, to be sure, that the imperial admin
istration can not be called upon to throw away interest on 
money that it does not need. This objection may be met 
by the twofold consideration that part of the interest 
earned by the Reichsbank returns to the Government and 
that it gets back the remainder in an amplified form, in 
addition to its revenues resulting from the benefit derived 
by the business community from the judicious disposal of 
these bills by the Reichsbank. I regard the money thus 
expended in the way of interest as a useful seed which may 
occasionally yield tenfold fruit. I would therefore rec
ommend that the Reichsbank be given the right to take at 
its pleasure at any time imperial treasury bills at from 
three to six months up to the amount of 150,000,000 marks. 
I think that the Reichsbank ought at all times to have this 
weapon at its disposal in case circumstances call for it. As 
to whether it should sell the bills on the Bourse or should 
adopt some other method of disposing of them as more 
expedient, we can not to-day set up any regulations on that 
point. It may, and often will, be proper to make use of 
the Bourse for the purpose of influencing the rate of private 
discount, but it may also at times, for various reasons, be 
the right thing to choose some other way leading indi
rectly to the end. Which method is to be chosen will of 
course have to be decided, when the occasion arises, by the 
Reichsbank management.

The long-term treasury bills, running for several years, 
have been issued, I take it, only in times of considerable
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difficulty, and it is to be hoped that such situations of 
difficulty will but seldom arise.

Mr. K aejmpf. Gentlemen, I do not think I have much 
to say on the question of bringing about a diminution 
of business demands for credit, especially at the quarterly 
periods, or, as it is put in the question sheet, “ What 
measures might be taken to cause a spreading out of the 
quarterly requirements by altering the time of payments 
which traditionally fall due on the first day of the quar
ter?” For my part— and I have repeatedly explained 
this already in the course of our proceedings— I do not 
at all regard the Reichsbank as being, in the first instance, 
a credit institution [“Quite right”], but solely designed 
for the purpose of regulating the country’s monetary 
circulation. But if this is so, there can be no talk at all 
of such a thing as supposing that the Reichsbank is called 
upon to satisfy all legitimate demands of credit. On the 
contrary, I insist on the limitation that it is called upon to 
satisfy even the most legitimate demands for credit only in 
so far as its duty to redeem its own notes permits. Hence 
there is no room for the idea of asking the Reichsbank 
to place working capital, not to speak of investment 
capital, at the disposal either of commerce, or industry, or 
agriculture. In this respect I differ fundamentally with 
our colleague, Freiherr von Gamp.

Nor do I believe that the proposition which Freiherr 
von Gamp has made can lead to any practical results—  
namely, the proposition that applicants for credit should 
be induced to place the first date of maturity of the bills 
which they discount at the 15th of December instead of the
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ist of January and then on the 15th of January to apply 
for credit again. Here the question arises, What is 
actually to happen during the gap between the 15th of 
December and the 15th of January? [“ Very true.”] 
If for this period the credit in question is not obtained at 
the Reichsbank, it must be obtained somewhere else, 
and as a result the Reichsbank would be placed indirectly 
under precisely the same burden as if the demand had 
been directly satisfied by it.

As regards the question whether a distribution of the 
needs of the quarter, so that the times of payment shall fall 
at various dates, is necessary and practicable, I can only 
say that it is most urgently to be desired that such a dis
tribution should take place. I, too, am of the opinion 
that salary payments might very well be made on the 
15th or 20th of the preceding month, instead of on the 
first day of the quarter. Salaries, rents, and interest on 
mortgages are all very closely connected. But if it is 
desired that these three elements work out a balance by 
way of the transfer system then it is not right that they 
should all three be set for the same day, for, if they are, a 
balancing of accounts can hardly be effected— or at least 
only with the greatest difficulty. If the official receives 
his salary on the 30th or the ist of the month, if he has to 
pay his rent on the ist, and if the rents are used by the 
landlord in order to pay interest on his mortgage, then 
there is hardly any time for accounts to be balanced. 
On the contrary, the payments in question must be made 
in cash. [“ Very true. ”]

On the other hand, if the salaries are paid earlier, then 
at least that part of the salary which is to be used for
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paying the rent can be handled by the transfer method, 
and thus the use of cash can be avoided. The case 
would be the same with the relation of rents to interest on 
mortgages. At least I see no way, under present condi
tions, of accomplishing this object without some such 
change.

As for the regulation of mortgage moneys, which now all 
fall due on one and the same day, efforts are being made—  
and they have met with some success— to institute a mort
gage clearing house here.

Before we can determine whether it will be possible to 
shift the bourse payments from the 31st of the month to 
a later day— to the 3d, 4th, or 5th of the following month—  
very exact investigations must be made. I believe they 
are already being made, but have not yet come to a head. 
I merely wish to call attention to the fact that there exists 
a very close connection between the bourse payments and 
the payments of mortgage money, and that it is a debata
ble question with what degree of promptness the latter 
can be attended to if the bourse payments are shifted to a 
date later than that on which the mortgage money has to 
be paid.

Gentlemen, the question of whether the cost of borrow
ing money on security should be increased at the quarterly 
periods, I can not answer in the affirmative. The result 
would be merely that in place of demands for short-time 
loans— and the shortness of the time is precisely the im
portant consideration in the matter of redemption of 
notes— there will be demands for long-time bills; for if the 
borrowing of money on security for a short time is too 
dear, then the borrower will present long-time bills.
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Question B, as to whether the demands made for credit 
by the Imperial Government should be diminished, can be 
answered only in the affirmative. This question, indeed, 
will receive a partial answer in the reform of imperial 
finance; for the moment the finance reform is put through 
the demands made by the Government upon the Reichs- 
bank will vanish, or at least will be fewer than they have 
been. However, I agree with Herr Roland-Liicke that it 
is not by any means advisable for us to give up entirely 
short-time imperial exchequer paper, which has more or 
less the form of bills. I think that not only does the train 
of thought developed by Herr Roland-Liicke have weight 
here, but also something else besides. I am of the opinion 
that if the Reichsbank is in the possession of short-time 
imperial exchequer paper, or has such paper at its disposal, 
this too will be a means of its being able, on occasion, to 
draw capital from abroad temporarily into this country, 
and I think that this consideration should not be left alto
gether out of account.

As for the interest-bearing treasury bills that are drawn 
for a term of four or five years, I think that if the Imperial 
Treasury is found to need larger working resources, it might 
be very well to adopt the plan of issuing four or five year 
treasury bills and in this way securing the necessary work
ing resources for the treasury— a method which might in 
some cases even be more desirable than the sale of nine, 
six or three month treasury bills to the Reichsbank.

Herr Geheimrat Wagner has raised a question to which 
I should like to turn back for a moment. He asserted 
that it is not only the needs of the imperial treasury for 
working capital that have to be considered, but also the
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need of having a cover for imperial silver coin and impe
rial treasury notes. So far as imperial silver coin is con
cerned, my view is different from that of Herr Geheimrat 
Wagner. I am of the opinion that imperial silver coins 
should not be put into circulation to a greater extent than 
trade is willing to accept them and retain them, but that 
in so far as trade does retain them there need not be a gold 
cover for their redemption. [Quite right.] But, of course, 
if it should be our desire to force more silver into circula
tion than the community wishes to take, then the situa
tion would have a different color, and w*e should certainly 
have to make sure that there be a gold cover for this addi
tional silver.

I shall not enter just now into the question of whether 
it is desirable to issue consols or repayable loans. Rea
sons may be assigned for both. In general, my position is 
that we should ’ssue consols, and that it is not necessary to 
employ the means of repayment at par in order to obtain 
a higher price for state loans. The thing of fundamental 
importance is that consols be issued as little as possible. 
Then the rate on consols will rise of its own accord [Very 
true.] and we can refrain from resorting to the method 
of repayment at par.

Mr. S i n g e r . Gentlemen, we may agree with the gentle
man who has just addressed us that it is not the Reichs- 
bank’s business to satisfy all demands for credit. But to 
my mind this question is quite irrelevant to the matter 
under discussion. [Quite right.] I am delighted to find 
that on this point there is general agreement; we can 
not advise the Reichsbank to curtail credits that appear 
well founded merely because they are applied for at the
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quarterly periods. And this is really the thing we have to 
consider.

At the quarterly periods our whole credit system, espe
cially the credit system as applied to the borrowing of 
money, is always in a state of very great tension, not only 
at the Reichsbank, but in all business, trade, and indus
trial circles. The necessity of our being provided with 
means of payment is greatly increased at such times, and 
the consequence is that all offices that are available for 
this purpose have a great rush of demands made upon 
them. I believe that a great and unnecessary injury 
would result to our whole economic life if the Reichsbank 
were to restrict its granting of credits at the quarterly 
periods (I mean, of course, such credits as it would other
wise unhesitatingly grant). Therefore, I should answer 
in the negative the question of whether the credit granted 
by the Reichsbank at the quarterly periods should be 
diminished.

During the discussion a number of plans have been 
suggested which can, in my opinion, serve to alleviate the 
evils of the quarterly periods; but I can not believe that 
it is possible to introduce essential changes in the matter 
of rents, interest on mortgages, and such things. Here we 
have to reckon with habit. And incidentally I would 
point out that for making any such changes a change in 
several legal regulations would be necessary. The pay
ments of interest are partly regulated by laws, and these 
laws would have to be altered if a new regulation were 
desired. Let me remind you of the civil code, of the 
commercial code, and of the industrial regulations, in 
which there are distinct provisions with regard to
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payments, none of which could be changed by the 
Reichsbank.

Two gentlemen have touched upon a question that in
terests me very much; that is, the question of the pay
ment of salaries in public offices. I do not think that the 
proposals for shifting the payment of salaries to ten or 
fifteen days before the end of the quarter is calculated to 
bring about any essential improvement in the situation; 
on the other hand, the proposal made by our colleague 
Mommsen is much more rational. I remember that we 
once had a discussion like this in the budget commission 
of the Reichstag; and on that occasion it was rightly as
serted that there is nothing to prevent the public offices 
of Empire, State, and municipality from paying salaries in 
monthly installments, just as is generally done in private 
business. I do not think that any serious risk can be said 
to be involved, while, on the other hand, the work of the 
Reichsbank would be considerably facilitated. I think we 
should do well to pursue this idea.

Gentlemen, with regard to the suggestion that the de
mands for credit made upon the Reichsbank by the Im
perial Government should be diminished, I am glad to have 
a chance to express my great satisfaction at finding that 
Freiherr von Gamp has shown a much more friendly atti
tude toward the idea to-day than he has done on other 
occasions. I have often declared in the Reichstag that I 
look upon it as an outrage that the imperial post-office 
should have its resources so very much weakened by the 
advances that have to be made to cooperative trade 
associations.
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Freiherr v o n  G a m p -M a s s a u n e n . That is just what I 
say.

Mr. S i n g e r . To-day for the first time I  find an approach 
toward my view being made from that quarter. At any 
rate, the circles in the Reichsbank with which Herr von 
Gamp is connected have not hitherto thought that we 
ought to strengthen the resources of the imperial post- 
office by freeing it from the necessity of making advances 
to trade associations. I consider this a very promising 
solution, and if Herr von Gamp will approach this sugges
tion on the understanding that the trade associations will 
receive compensatory privileges— a condition which, to 
be sure, I regard as unnecessary— he will perhaps find a 
solution of the problem of how we can strengthen at the 
same time to a considerable degree the resources of the 
imperial post-office and those of the Reichsbapk. We can 
not recognize any necessity for compensating the trade 
associations in some other way for the loss of this privilege. 
The workmen’s compensation act lays these charges upon 
the trade associations, and where in the world shall we find 
it stated that actual charges imposed by law are to be 
lightened by advances made by the Government or by a 
public office for the payment of these charges, advances 
which every year absorb the working capital of the Reichs
bank to the extent of many millions? [Very true.] This 
is such an exorbitant demand that it is really astonishing 
that such an arrangement— a free gift to the industries— can 
possibly be in existence. If means are taken to effect a 
change in this system, the resources of the imperial post- 
office will be greatly increased, and at the same time a wel
come relief will be afforded to the Reichsbank, since fewer
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demands will need to be made upon it by the Government. 
This is why I am so pleased that Herr von Gamp is coming 
over to my point of view. I think that my proposal clears 
the way for introducing a marked improvement in the sit
uation of the Reichsbank in this regard.

As for the question of the imperial treasury bills, I would 
leave the Reichsbank in full control of the matter, for I 
have no doubt that the acceptance and the sale of imperial 
treasury bills in the interest both of the Reichsbank itself 
and of the money market in general will be carried on as it 
should be in accordance with the needs of the Empire.

This, n brief, is my view as to the question under 
discussion.

Freiherr v o n  G a m p -M a s s a u n e n . I am glad to find that 
on the important question of the treatment of the trade 
associations I am fully in accord with our colleague Singer. 
But if he had accorded a little more interest to the 
proceedings in the Reichstag, he could not have failed to 
know that I upheld this view in the Reichstag fully two 
years ago— though I must admit I did so without the 
agreement of all my friends. But that I can not help. 
Nor did I to-day speak of the suggested compensation as 
necessary, though this would be a consideration which 
might cause the trade associations to agree as to the 
payment of advances.

But with regard to the payments of salaries to officials 
the matter is not so simple. The private companies pay 
their men postnumerando and for them it is customary and 
perfectly right and practicable to pay salaries in the mid
dle of the month instead of at the end. The case of 
state officials is different. Formerly we made a distinc-
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tion. There were officials who received quarterly salaries 
praenumerando and others who received monthly salaries 
praenumerando. This was because those who received 
quarterly salaries praenumerando had a claim for a 
quarter’s grace, and the others for a month’s grace. If 
the salary is paid on the 15th, difficulties may arise in case 
of death. But in any case the prepayment, in the case 
of the state, would be made half a month longer.

Nor would it be easy to manage to have the officials 
paid every month. This would at once triple the work of 
our offices. I have made the intermediate proposition 
that on the quarter day one month’s salary be paid, and 
the next month two months’ salary, for at the beginning 
of the quarter officials need a large part of their salary 
for rents, etc., which are collected quarterly. In my 
opinion this question should be inquired into in authori
tative quarters. For ten years propositions in this direc
tion have been made upon every occasion, and at last 
certainly some authority should occupy itself with the 
proposition, investigate it ex profundo, and declare either 
that the thing can be done or that it can’t. I wish that the 
Reichsbank might bring this question to a conclusion.

I must say, further, that gentlemen have been talking 
as though the 31st of December were the critical day for 
all the bank offices. This is not the case. Out of over 
90 places where the Reichsbank has offices there are only 
15 for which the 31st of December is the worst day, and 
a few more for which the 20th or the 23d of December is 
the worst. We see that in a great measure, and especially 
in nearly all industrial centers, it is not the 31st of Decem
ber that is the most critical day. It follows, too, from this
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that I was perfectly justified in saying that industrial con
cerns are able in a great measure to avoid the difficult 
dates in their applications for credit.

If I understood Herr Kaempf correctly, he found fault 
with me for asking that the Reichsbank place at the dis
posal of our industries the working capital which they 
need. I should like him to tell me where I ever made any 
such foolish utterance. On the contrary, both here and 
at the hearings of the experts, I supported the Reichsbank 
in its endeavors to limit unsound credits. I expressed 
my thanks to it for the measures which it has just car
ried out. Surely there is a certain degree of justice which 
each of us has a right to demand of his colleagues. But 
that you should hold up to me in reproach a thing that I 
have never thought, a thing that on the contrary I have 
decidedly opposed— this, I must confess, I do not find 
handsome.

Herr Kaempf said that I had demanded that the 
Reichsbank should grant the desired credits under all 
circumstances. On the contrary I declared myself decid
edly opposed to the demand put forward by Herr Geheim- 
rat Muller, of the Dresdner Bank, that the Reichsbank 
should under all circumstances grant credit to the private 
banks at the difficult dates, and held that it should do so 
only in case this was consistent with the state of its cash, 
and involved no injury to general interests. But when
ever the Reichsbank limits credit, it should begin the 
limitation with the big people, not with the little people. 
I am sure Herr Kaempf, too, will recognize this as proper.

Our colleague Mommsen I have not been able to under
stand at all. He regards it as objectionable for a bank
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to require collateral security on a bill. • Yet such a bill 
may be the safest possible. Private banks adopt this 
course under certain circumstances, taking a deposit of 
collateral even from the safest man if he is in a position 
to furnish it. However, as a practical matter, the question 
is so unimportant that I will not go into it any further.

Of course, as I have already said, I insist that bank 
notes should not be forced into circulation any more than 
silver should be forced. I think that our colleague 
Kaempf will have to come to the same conclusion with 
regard to the bank notes, especially the small bank notes, 
as he has come to with regard to silver— that they should 
not be issued in greater numbers than business is willing 
to take. [Very true.] Here, too, I make a note of a 
happy agreement of opinion. At every opportunity I 
try to lay stress upon our points of contact, while you are 
always concerned with the points of divergence.

Gentlemen, I shall now take up the subject of loans on 
security in critical times. You have been told by a 
prominent authority on banking— Herr Roland-Liicke—  
that the matter is not quite so simple as it was represented 
by our colleague Mommsen; it is not clear, that is, that 
business at the quarterly periods can not by any means 
be relieved, and, for that matter, need not be relieved. 
Herr Roland-Liicke says rightly that the thing works 
well just now; but that times may arise when a greater 
safeguard is needed at the difficult dates. This is the 
view of the Reichsbank also, for the Reichsbank has 
repeatedly made changes in its regulations. And I must 
insist that there is no ground for the fear expressed in 
several quarters that, if a heavier charge is laid upon
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credits at the quarterly periods, the inevitable result 
will be that short-time loans will become long-time loans. 
[An interruption.] Yes, you said that in that case the 
short-time loans on security would be replaced by bills. 
This might be the result if the term for which interest is 
counted were increased from ten days to twenty or thirty 
days. But if a higher rate of interest is charged for these 
credits during the difficult period, the debtors will make 
great haste to pay what they owe as soon as possible.

A  V o ic e : The only point in question is whether the 

number of days for which no interest is c h a r g e d s h a ll  

be increased.

Freiherr von G am p-Ma ssa u n en . Pardon me; this is not 
the only point in question.

A V oice : It is so stated in the question sheet.
Freiherr von G am p-Ma ssa u n e n . That makes no differ

ence; we are not obliged to discuss only those questions 
which are asked in the list. Many of the experts pointed 
out— and I agree with them— that it would be much more 
effective to increase the rate of interest than to increase 
the number of days free of interest.® Perhaps our col
league Mommsen is also in favor of this plan.

Mr. Mommsen. No, I am not in favor of increasing the 
rate of interest.

Freiherr von G amp-Ma ssa u n e n . Finally I should like 
to observe that my view as to the granting of reduced 
rates of interest on loans secured by imperial or state paper 
has undergone some change. I used to think it unjust 
that paper which I consider at least as safe as imperial

° The speaker meant to say “ days for which interest is charged.”— Trans
lator.
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and state paper— namely, mortgage debentures of the 
Landschaften, backed by the whole State with its domains 
and forests, and especially those of East Prussia— should 
be placed at a disadvantage in comparison with imperial 
and state loans. But I must admit that the removal of 
this privilege has had very unfortunate— and, so far as I 
am concerned, unforeseen— consequences. I am con
vinced that the discontinuance of this facility had the ef
fect of depressing the price of imperial paper, and I urge 
that the question be looked into once more, so that no 
fault may afterwards be found; I would limit the priv
ilege to imperial loans.

A  V o ic e . State loans?

Freiherr von G am p-Ma s s a u n e n : N o ; not state loans. 
The Hamburg loan, for example, is a state loan. If we 
are to avoid appeals, we can take in nothing but imperial 
loans. We have enough imperial debts to satisfy the 
needs of the loan business. [Laughter.] If it is true that 
a rise in the market price of imperial loans would bring 
about at the same time a rise in that of mortgage deben
tures, the same thing may be expected in the case of state 
loans. Bringing in state loans complicates the question. 
Small States and their loans cannot be put on a higher 
footing than our mortgage debentures.

For the present I confine myself to this suggestion. I 
consider it by all means desirable that this question be 
further investigated, with the assistance of a greater num
ber of representative persons. The advantage which at
taches to the papers of the Landschaften and similar 
papers through the circumstance that the market price 
of these papers rises along with that of imperial loans
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when money can be raised on the security of the latter at 
a reduced rate, will cause many to desist from making 
any further objections to this measure.

Mr. K a e m pf . I wish to say just a word in order to 
remove the impression of my having intended to say any
thing calculated to irritate Freiherr von Gamp. I 
explained my fundamental conviction that the Reichs- 
bank is not called upon to place working capital at the 
disposal of trade, industry, or agriculture. In this con
nection I mentioned the name of our colleague Freiherr 
von Gamp, and I mentioned it also in connection with the 
suggestion made by him that in certain cases bills should 
be made to fall due on December 15, that the credit with 
the Reichsbank then remain unused until January 15, and 
that it be again drawn upon from January 15 on. On 
that occasion I cited Freiherr von Gamp; it is impossible 
that this can have offended him.

The Ch airm an . Does anyone wish to take the floor to 
discuss this matter further? No; then we are through 
with it, and I have only to give the floor to Herr Geheim- 
rat Riesser on the order of the day.

Doctor R i e s s e r . Your excellency and gentlemen, I  am 
acting in accordance not only with the instructions I have, 
to my great satisfaction, received from the commission, 
but also in accordance with my own heartfelt wish, when, 
at the close, for the present, of this exceedingly interest
ing but also very wearing discussion, I express the very 
warm and sincere thanks of the commission to our hon
ored chairman and vice-chairman and also to the chairmen 
of the two subcommissions. [Bravo!] You, President 
Heiligenstadt, have in the course of our sittings been
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awarded the title of Wirklicher Geheimrat with the addi
tion of Excellenz. I know that I am voicing the thought 
of the entire commission when I say that this event gave 
us all particular pleasure, because we felt that whereas 
very frequently this distinction represents— to use a legal 
phrase— a constitutive act, in this instance we have 
merely a declaratory act, one that has only formally and 
externally recorded and declared that the designation 
Excellenz constitutes in this case the fitting expression for 
the preeminent merits of a man who has long been tried 
and tested. [Bravo!] Our congratulations on this occa
sion are accompanied by our hearty thanks for the careful, 
impartial, and on all sides exceedingly helpful guidance 
of our discussion, as well as for the rich store of knowledge 
from which we have drawn, for the thorough preliminary 
handling of the subjects presented to us, and for the pene
trative analysis which has been made during the course of 
the session by you and your associates, and which has 
greatly aided the progress of our deliberations.

If we all leave to-day with the feeling that we have not 
only imparted our views to each other, but have also 
learned an immense amount from each other and from 
the experts, then we must think first of all with grati
tude of our untiring chairman, whose work at the head of 
the Reichsbank we shall henceforth have greater cause 
than ever to follow with the fullest confidence. [Enthu
siastic applause.]

The Ch airm an . Gentlemen, I thank you heartily for 
the great good will which you have expressed toward me, 
as well as toward the chairmen of the subcommissions, 
through the speech of our esteemed Herr Geheimrat
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Riesser. Let me show my gratitude by expressing my 
particular pleasure and satisfaction over the course of our 
whole proceedings— my pleasure in the fact that you have 
all conducted these proceedings on the basis of the most 
perfect impartiality and unprejudiced inquiry into facts, 
and that you have thus not only greatly lightened the task 
of the chairmen, but have above all made your counsel so 
much the more valuable both for the Bundesrat and for 
us of the bank administration. For this, gentlemen, I 
thank you. But I hope, too, that you will leave this bank 
inquiry, which we are now closing for a time, convinced 
that the Reichsbank still desires and endeavors, as it has 
always done, to guide its policy solely with a view to the 
interests of the whole nation, the interests of our entire eco
nomic life, not with a view to particular interests; and 
that it still tries throughout the range of its activity to 
fulfill its function of being the great regulator of the cur
rency and the country’s final source of credit.

Gentlemen, a few days before I entered upon my duties 
I expressed in the Reichstag my conviction that, where 
there is this common wish to serve the cause and promote 
the interests of the community, a way is sure to be found 
of making a good bit of useful progress together, notwith
standing diverging opinions on details or even different 
views on large questions of economic policy. Gentlemen, 
the proceedings of our bank inquiry have, to my great de
light, served only to strengthen my conviction, and I hope 
that the proceedings of the Reichstag with regard to the 
supplementary bank act will be governed by the same 
spirit. But I hope, too, that from these inquiry proceed
ings the conviction will be established still more firmly
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that the general lines and basic structure of our Reichsbank 
constitution are well laid out; that the only thing we have 
to do is that which one must do to every human institution 
which is not at a standstill— to strengthen and develop it, 
to put up a new pillar and strengthen the walls here and 
there, so that it may still be able to withstand all storms, 
and to adapt it more and more accurately to the needs of 
business and of our national economic life; and that the 
aim should always be not to tear down, but to build up. 
[Very true.] And if our bank inquiry has this effect, the 
credit will belong chiefly to you, gentlemen. I thank you 
again for your careful work, for your resourcefulness and 
good counsel, and for your perseverance.

At this point I will bring our deliberations to a close for 
the present. For the last passage at arms, which lies out
side the limits of our comparatively narrow banking policy, 
I expect to call upon you again when the time comes.

(Close of session, 12.30 p. m.)

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
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0 These statistics include all newly issued shares, obligations, and mortgage debentures, the amounts being those officially placed upon the market. They do not include conversions, securities placed without recourse to the official market 
(except when they have been advertised in the public press', mere introductions of securities already quoted in German bourses, or those new securities which make no demand on the money market inasmuch as they serve merely for the acquisition, 
by a process of exchange of the shares, etc., of another undertaking. The portions of foreign issues placed in Germany a»e estimated.

8 4 7 1 3 — 10. ( F a c e  p a g e  1140.)
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INDEX OF SUBJECTS.

A g r i c u l t u r e  :

Its right to parity of treatment, 15, 44, 54. 146, 5 9 3 - 
Agricultural credit institutions, 16, 128, 132,566.
Its relations to the Reichsbank, 128, 600, 1070.
Nature of agricultural credit, 128, 137, 148, 596, 679, 1063, 1072.
Its attitude toward the increase of the capital of the Reichsbank, 128, 

1 3 5 -
Reichsbank’s helpfulness toward agriculture, 155, 1064.
Production of new values by agriculture, 498, 544, 562, 564, 573, 594. 
German capital in the service of agriculture, 517, 545 
Protection of agriculture by the state, 573.
Agricultural indebtedness, 680.
Preferential rate for loans on agricultural debentures, 1136.

A m e r i c a n  C r i s i s  o f  18 9 3 :

Black week, suspension of cash payments, 767.
A m e r i c a n  C r i s i s  o f  1907 (see also Crisis):

Effect upon Germany, 35, 278, 341, 429, 624.
Gold exports, 240, 306.
Rise of price of raw materials, 289, 332.
Net American money demand on Germany, 307, 363.
Run on the deposit banks, 1035.

A s s a y  O f f i c e . (See Gold R e f in e r y .)

B a l a n c e  o f  P a y m e n t s  a n d  B a l a n c e  o f  T r a d e  (see also Balance of Trade; 
Gold, importation of; Gold, outflow of):

Foreign loans, 54, 255, 277, 300, 339, 346, 355, 360, 373, 383, 384, 478, 
490, 517, 580, 605, 629, 644, 666.

Creation of claims on foreign countries, 54, 293, 298, 315, 552. 
Movement of gold determined by them, 143, 264, 298, 314, 320, 329, 

334. 35B 362, 368, 394, 405, 412, 435, 580.
But not absolutely exclusively, 439.

Germany a creditor or debtor state, 233, 274, 309, 443.
Methods of ascertaining or estimating them, 231, 299, 321, 435, 617. 
Politics and economic policy, 230, 335, 340, 352, 356, 357.
Conduct of German exporters, 251.
French balance of payments, 250, 310, 339.
Investments of capital abroad, 255, 300, 346, 393, 517, 629. 
Reichsbank powerless to influence them, 272, 335, 368.
German balance of payments not adverse, 443, 622.
Definition of the terms, 437.

B a l a n c e  o f  T r a d e  (see also Balance of Payments and Balance of Trade). 
Improvement of it, 21, 315, 335, 421, 622.
German balance adverse, 233, 261, 299, 315, 583, 682.
Deficiency of statistics, 265, 298, 321, 329, 358, 435, 584.
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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

B a l a n c e  o f  T r a d e — C o n t in u e d .

Amount of the balance, 261, 315, 358, 421, 436, 585, 617.
Reichsbank powerless to influence it, 335.
Significance of German economic policy, 352, 356, 357.
Productivity of commerce, 369.

B a n k  C h a r t e r . (See Reichsbank Charter.)
B a n k  of E n g l a n d  {see also England):

Term of bills discounted by it, 20.
Amount of its capital, 24, 78, 94, 118, 154, 221.
Receives support from the Bank of France, 25, 276.
Issue and banking departments, 118, 209, 221.
Bank act of 1844, 194.
Its stock of gold, 276, 397, 461, 462, 477.
Purchase of gold by it, 324, 366, 375, 411, 461, 477, 487.
Its discount system, 377.
Its stock of foreign gold coins, 462.
Note circulation, 477.
Legal-tender quality of its notes, 698, 703, 716, 720, 724, 728, 737, 

7 4 0 , 7 4 9 ,'7 5 2 , 7 7 6 , 812, 837, 846.
Purchase of exchequer bills by it, 1094.

B a n k  o f  F r a n c e  (see also France and Premium Policy):
Amount of its capital, 24, 78, 95, 118.
Gives support to the Bank of England, 25, 276.
Absolute limitation of note issue, 198.
Its stock of gold, 276, 397, 713, 959.
Redemption of its notes, 588, 683.
Repayment in gold of deposits made in gold, 589.
Legal-tender quality of its notes, 698, 703, 716, 728, 732, 740, 749, 

7 5 2 , 7 7 B 7 7 6 , 812, 837.
Small bank notes, 897.

B a n k  N o t e s  (see also Bank of England, Bank of France, Note-cover, and 
Reichsbank Notes):

Their nature, 712.
Their duration of life in England, 1004.

B a n k  N o t e s  o f  P r i v a t e  B a n k s ; P r i v a t e  N o t e  B a n k s :

Compensation to private note banks in the event of Reichsbank notes 
being made legal tender, 755, 759, 773, 780, 799, 806, 813, 820, 
836, 852, 859, 861.

Influence of legal-tender quality of Reichsbank notes on the circula
tion and the standing of notes of private banks, 759, 780, 798, 813, 
824, 852.

Effectiveness and justification of private note banks, 759, 799, 820, 
852, 859.

Redemption of notes, 864.
Purchase of checks by private note banks, 967.

B i l l  C i r c u l a t i o n  p e r  C a p i t a  in G e r m a n y  and F r a n c e , 3 10 .

B i l l s  o n  G e r m a n y . (See Mark Bills.)
1142
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G e r m a n  B a n k  I n q u i r y  o f  1 9 0 8

B o u r s e :

Its legitimate demands for credit, 55.
Effect of stock-exchange legislation on the money market, 3x6, 490, 

581, 606, 668.
International exchange business in Germany, 336, 345, 490.
Injury caused by increasing the cost of borrowing on collateral from 

the Reichsbank, 1016.
Settlement days of the Bourse in Berlin and in foreign centers, 265.

Capital (see also under Reichsbank):
Fixationsand permanent investmentsof capital, 43, 113, 348, 369,604, 

609, 614, 628, 663.
Increase of the Reichsbank’s capital a question of capital, 152.
Working capital and investment capital, 112, 118, 152, 159.

C h e c k  S y s t e m  {see also Deposit and Transfer, Check, and Clearing Busi
ness; and Checks, purchase of, by the Reichsbank):

Bearing of its extension on the increase of the Reichsbank’s capital,
39, 168.

Effect of legal-tender quality of Reichsbank notes, 706, 709.
Postal-check system, 891, 923, 934, 986, 988, 999, 1066, 1114.
Displacement of small checks by small notes, 1034.
Certified checks, 1104.

C h e c k s , P u r c h a s e  o p , b y  t h e  R e i c h s b a n k :

Present situation, 695.
Favored, 878, 885, 894, 906, 914, 923, 947, 966, 992, 1052.
Limitation to depositors and borrowers on collateral, 889, 895, 907, 

930, 938, 949, 967, 993, 1038.
Soundness of the checks to be bought, 886, 895, 907, 948, 967.
Conditions affecting it, 895, 906, 948, 967, 982.
Advantages not essential, 906, 937, 982, 1037.
Reichsbank should be permitted, but not obliged, to make these pur

chases, 950.
C l e a r i n g  S y s t e m  {see also Deposit and Transfer, Check, and Clearing 

System):
Provinzial-Scheck clearing, Reichs clearing, 892, 899, 900, 909, 933, 

936, 965, 986, 1048, 1055, 1066.
Hamburg clearing system, 1031, 1048.

C o i n a g e  a n d  C u r r e n c y  C o n d i t i o n s  i n  G e r m a n y  {see also Gold Standard):
Criticism and defense, 395, 403, 650, 654, 663, 714, 863, 1057.

C o i n a g e  C h a r g e . {See Seigniorage.)
C o l l a t e r a l  L o a n  B u s i n e s s  o f  t h e  R e i c h s b a n k :

Increase of the Bank’s capacity in this line through increase of its cap
ital, 29, 45, 78, 107, 167, 171.

Preferential rate for loans on German State securities, 168, 1023, 11051 
” l6 , 1 1 3 5 -

Loans on collateral as cover for notes, 1065, 1090, 1100.
Limit of permissible investment in loans on collateral, 1076.
Preferential rate claimed for loans on agricultural debentures, 1136.
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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

C o m p e t i t i o n  :

Between the Reichsbank and the great banks (Grossbanken), 258. 
Unwholesome influence of competition, 518.

C o n d i t i o n  o f  t h e  R e i c h s b a n k  (see also Deposit and Transfer Business; 
Gold, stock of, in the Reichsbank; Capital, Imperial Treasury Notes, 
Imperial; Treasury Bills, Imperial; Surplus):

Improvement of condition through increase of the Bank’s capital, 23, 
28, 36, 41, 58, 82, 92, 101, 107, 120, 123, 140, 143, 148, 154, 158, 167, 
172, 177.

Foreign bills in the bank statement, 49, 126, 267, 308, 319, 323, 411, 
424, 483, 556, 592, 5 9 7 -

C o n j u n c t u r e  (see also Crisis; Industry; Trade):
Rise of prices, 53, 67, 247.
Moderation of the wave movements of economic life, 109, 602, 627, 

642, 668.
Necessity of the wave movements, 342, 432, 511, 627.

C o n t i n g e n t  o f  U n c o v e r e d  T a x -f r e e  N o t e s  o f  t h e  R e i c h s b a n k , P r o 

p o s e d  I n c r e a s e  o f :

Issues beyond the contingent in recent years, 34.
Arguments for and against a complete abolition of the limit, 104, 121, 

125, I4U 153. 169, 173, 187, 191, 198, 207.
Amount of the increase, 104, 121, 125, 174, 179, 187, 192, 195, 199, 214. 
Adjustment of the limit to special needs, 117, 203, 214.
Passing of the note limit a danger signal, 126, 142, 154, 169, 173, 190, 

I9I» I95» 203, 211, 214, 219, 1070.
Graduation of the tax, 126, 173, 215, 222.
Diminution of government revenue, 127, 213.
Influence on the rate of discount, 153, 169, 179, 187, 191, 219. 
Rigidity of the existing system, 164, 192.
Absolute note limits in England and France, 198.
Importance of a higher contingent for the requirements at the quar

terly periods, 1019.
C o o p e r a t i v e  B a n k s  (Genossenschaften):

Their exceptional situation, 16.
Their credit business, 53.
Their deposit business, 133, 247.
Relations to Preussische Zentral-Genossenschaftskasse, 547.
Their check and transfer business, 890.
Injured by the acceptance of interest-bearing deposits by the Reichs

bank, 893, 905, 937, 947, 989, 1040.
C r e d i t  (see also Legitimate Needs o f  Credit):

Short-time credit, 18, 55.
Long-time credit 20, 148, 679, 1063, 1072.
Sudden and excessive development of credit, 47, 85, 348, 517, 567, 1069. 
Industry and agriculture, 136.
Direct and indirect granting of credit, 183.
Credit in Germany in a healthy condition, 1097.
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C r e d i t  B i l l s  a n d  F i n a n c e  B i l l s :

Presentation of such bills at the Reichsbank, i6, 520, 565.
Rejection of them by the Reichsbank, 36, 180, 52;, 642, 1019, 1024, 

1085, 1098.
Partial justification of them (extension bills) 115, 158, 1064, 1086.
What they are, 643, 1063, 1085.
Their influence on the condition of the Reichsbank and on the discount 

rate, 1064, 1086.
C r i s i s . (See American Crisis.)
C r i s i s  (M o n e y , C r e d i t , a n d  E c o n o m i c  C r i s i s ) o f  1907:

Causes, 6, 9, 10, 30, 42, 53, 65, 85, 141, 246, 261, 292, 341, 363, 429, 
517, 586, 602, 609, 628, 638, 647, 661, 663, 681, 1097.

Remedial measures, n ,  246, 515, 529, 535, 569.
Tension, not crisis, 35, 65.
Signs of improvement, 35, 263, 641, 702.
Wholesome effect of the high discount rate, 175, 431, 447.
Legislative interposition, 262.

C u r r e n c y , R e d u c t i o n  o f  t h e  N e e d  o f  (see also Deposit and Transfer, 
Check and Clearing System):

Increased need of currency in boom times, 42, 67, 431.
Extension of currency by fiduciary and other substitutes, 67.

D e p o s i t  a n d  T r a n s f e r  (Giro) C h e c k  a n d  C l e a r i n g  S y s t e m , i t s  E x 

t e n s i o n  a n d  I n t e n s i f i c a t i o n  w i t h  a  V i e w  t o  R e d u c i n g  t h e  N e e d  

o f  C u r r e n c y :

Effect of making Reichsbank notes legal tender, 706, 709.
Efforts to promote this extension and intensification, 875, 881, 884, 

889, 899, 908, 920, 926, 933, 942, 964, 977, 986, 987, 997, 999, 1009, 
1034, 1045.

Advantages of the deposit and transfer (giro) system over the check 
system, 875, 879, 884, 888, 892, 926, 964, 986, 1009, 1040.

Increase of deposits in critical times, 877, 884.
Provinzial-Schecks clearing, Reichs clearing, 890, 899, 900, 909, 93 ,̂ 

936, 965. 986, 1048, 1055, 1066.
Postal check system, 891, 923, 934, 986, 988, 999, 1066, 1114.
Dangers of bank-acconnt system, 984, 1009, 1034.
Abuses of the check system, 1010, 1029, 1034, 1037, 1047, 1055
Hamburg clearing system, 1031, 1048.

D e p o s i t s , A c c e p t a n c e  o f  I n t e r e s t - b e a r i n g , b y  t h e  R e i c h s b a n k -

Acceptance of interest-bearing deposits in foreign countries, 353, 554, 
877, 927, 1001.

Distinction between interest-bearing and noninterest-bearing deposits
8 76 , 886. ’

Opinions adverse to the acceptance of interest-bearing deposits, 876, 
886, 905, 909, 914, 926, 937, 946, 958, 968, 992, 1001, 1037, 1040, 
1051.

How it would work in critical times, 876, 887, 906, 958, 969.
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D e p o s i t s , A c c e p t a n c e  o p  I n t e r e s t -b e a r i n g , b y  t h e  R e i c h s b a n k — Con. 
Would interfere with the business of the savings banks and cooperative 

banks, 893, 905, 937, 947, 989, 1040.
Unnecessary competition with the private banks, 905, 927, 981. 
Would bring about an enlargement of the Reichsbank’s credit busi

ness, 905, 947.
Legal limitation of the amount of interest-bearing deposits, 929. 
Times of withdrawal of interest-bearing deposits, 906.
Offices for receiving deposits, 958, 1013, 1055.
Present law on the subject, 968, 992, 1012, 1052.
Opinions in favor of the acceptance of interest-bearing deposits, 

992, 1012.
D e p o s i t s , M i n i m u m  o f  N o n i n t e r e s t - B e a r i n g . (See Minimum.) 
D i s c o u n t  P o l i c y ; D e t e r m i n a t i o n  o p  t h e  R e i c h s b a n k ’s  D i s c o u n t  

R a t e , P a r t i c u l a r l y  i n  R e f e r e n c e  t o  G o l d  I m p o r t s :

Discount policy and note tax, 153, 179, 187, 191, 219.
Can have only temporary effect upon the inflow of gold, 240, 256, 

265, 286, 303, 306, 320, 394, 423.
Discount policy contrasted with the nation’s money requirements, 

241, 286, 336, 353, 394, 407, 447, 591, 605.
Facilitation through granting of foreign credits, 257, 304, 317, 447. 
Facilitation through the purchase of German bills abroad, 257, 317, 447. 
Principles of discount policy, 272, 274, 306, 377, 394, 407, 423, 431, 

4 4 7 , 5 4 9 , 5 9 b 660.
Results of the policy (statistics), 274, 330.
Balance of payments and gold imports, 313, 318, 394.
Significance of the rate of exchange, 317, 442, 444, 454, 466.
Defense against the crisis of 1907, 336, 365, 447.

D i s c o u n t  R a t e  o f  t h e  R e i c h s b a n k  (see also Discount Policy):
Difference between Reichsbank rate and private rate. (See Private 

Discount Rate.)
Influence of the Bank’s capital on the level of its discount rate, 27, 

37, 45, 58, 72, 8i, 102, 107, 116, 123, 141, 160, 172, 174. 
Determination of the discount rate, 66, 179, 318,-377, 507, 549, 604. 
Stable rate better than low rate, 76.
Private discount rate of the Reichsbank, 77, 290.
High discount rate a sign of good times, 341, 603.
Wholesome effect of a high discount rate, 431, 447.
Effect on the rate of exchange, 483.
Variations of the discount rate in Germany and other countries, 508. 

Dividends of Reichsbank Shareholders (see also Reichsbank, Shares 
in), 77, 84, 87, 96, 162, 177.

D o u b l e  Standard, 5 5 7 , 600, 6 7 1 ,  6 7 3 , 68 2.

‘ ‘ D r a i n a g e  P r i n c i p l e ,”  23.

E c o n o m i c  P o l i c y , G e r m a n , 3 5 2 , 360 , 4 0 6 , 4 9 6 , 5 4 5 , 5 6 1 ,  5 8 4 , 5 9 3 , 6 0 1 .
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G e r m a n  B a n k  I n q u i r y  o f  1 9 0 8

England (see also Bank of England):
Stock of gold, 25, 955.
No seigniorage, 452, 461 
Gold market, 451, 458, 488.
Difference between market price of gold and legal purchase price of 

the Bank of England, 462.
Rate of discount and rate of exchange, 474.
Mintage, 486.
Census of gold, 620, 652.
Criticism of English credit system, 943.
Methods of payment, 999.
Duration of life of banknotes, 1004.

Exchange. (See Bourse.)
Exchange, R ate of (see also Foreign Bills; Discount Policy; Balance of 

Payments, and Balance of Trade);
Influence on the movement of gold, 444, 465.
Fluctuations of rate of exchange, 446.
Influence on international trade relations, 467.
Amount of foreign bills in the Reichsbank, 482.

F i n a n c e , I m p e r i a l , R e f o r m  o f , 1 0 1 7 , 10 2 1 , 10 26 , 10 58 , 10 6 7 , 10 82, 10 8 5 , 

1102, 1105, 1113, 1126.
Finances, State and Municipal:
Finance Bills. (See Credit Bills.)

Excessive development of German imperial, state, and municipal 
loans as cause of the money crisis of 1907, 85, 246, 658.

Measures for raising the market price of loans, 539, 1060, 1080.
Nature of imperial debts and method of repayment, 1060, 1080, 1095, 

1127.
Financial Mobilization (see also Foreign Loans; Foreign Bills):

Effect of making Reichsbank notes legal tender, 710, 715, 756, 810. 
Small Reichsbank notes, 1038.

Fixation of Capital:
Cause of the tension in 1907, 42, 113, 347, 604, 609, 628, 663. 

Flotations in F rance, 657.
Flotations in Germany (see also Foreign Loans):

Statistics, 279, 300, 374, 384, 389.
Estimates of the Frankfurter Zeitung and the Deutscher Okonomist, 

Forced Circulation, 696, 697, 710, 712, 721, 732, 751, 771, 775( 793f 
795, 815, 843.

Foreign-bill Business of the Reichsbank, its Development with 
a View to the Promotion of Gold Imports (see also Discount Policy): 

Effect of an increase of the Reichsbank’s capital, 45, 75, 123, 171.
The question of war, 49, 238, 308, 323, 534.
Foreign bills in the Reichsbank statement, 4 9 , 12 6 , 2 6 7 , 308, 3 1 9 , 3 2 3 , 

4 n ,  4 2 4 , 4 8 3 , 5 5 6 , 5 9 2 , 5 9 7 .
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Foreign-bill Business oe the Reichsbank, etc.— Continued.
Hague Conference, 49, 237, 555.
Limitation of its extent, 157, 424.
Cause for sacrifices on the part of the Reichsbank, 238, 267.
English bills, 237, 309, 374, 458.
Requires special caution, 266, 304.
Results, 304, 308, 483.
A support for the discount policy, 308, 318, 483.
Opinions in favor of it, 318, 323, 330, 353, 375, 482, 555.
Example of Austria-Hungary, 409, 534.
Disadvantages, 424, 534.
Effect on the rate of exchange, 483, 533.
Effect of making Reichsbank notes legal tender on stock of foreign 

bills, 743, 823.
Foreign Loans (see also Flotations in Germany; Balance of Payments and 

Balance of Trade):
Their value and necessity, 54, 255, 301, 360, 373, 383, 384, 392, 420, 

490, 494, 532, 605, 629, 646, 666.
American loans in Germany, 277, 656.
Official supervision of flotations, 280, 301, 350, 359, 420, 553, 609, 641. 
Time of placements, 280, 387, 394, 479, 609, 645, 655, 666, 676. 
Statistics, 374, 384, 389, 478, 491, 580, 667.
Political importance, 385, 420, 495.
Gains and losses on them, 494, 630, 646.
Advantages secured for industry through them, 666.

France (see also Bank of France):
Balance of payments, 250, 310, 339.
Methods of payment, 311.
Stock of gold-, 311.
Note circulation, 312.
Bill circulation per capita, 310.
Stationary state of population and of industrial activity, 310, 451. 
Seigniorage, 453, 460.
Consumption of gold in industries, 471.
Flotations in France, 657.

“ Free Trade in Gold, Money, and Credit” (see also American Crisis): 
Abolition of free trade in gold, 502, 545, 569.
Abolition of free trade in money and credit, 506.
Opposition between the interest of the banks and the interest of the 

people, 510.
Limitation of indebtedness, 537.
Criticism of the argument, 540, 542, 543, 552, 563, 568, 573, 575, 578, 

5 9 2 , 623.
Genossenschaften. (See Cooperative Banks.)
Giro. (See Deposit and Transfer.)
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G e r m a n  B a n k  I n q u i r y  of  1 9 0 8
Gold ( see  a lso  title s  below ):

Gold as a commodity, 264, 270, 324, 340, 422, 441.
Yearly increase of need of gold in Germany, 296, 316, 416, 422.
Gold production, 306, 396, 403, 434.

Gold Clause, 707, 782, 788, 803, 817.
Gold, Consumption of, for Industrial Purposes:

Estimates of its amount, 233, 297, 349, 360, 399, 471, 503, 616. 
Measures to restrict it, 235, 243, 294, 349.
Objections to such restriction, 271, 284, 297, 317, 326, 349, 361, 400, 

468, 5 5 2 , 5 9 8 , 607.
Official determination of its amount, 294.
The furnishing of gold bars, 327, 349, 469, 551, 599.
German exports of gold manufactures, 328, 361, 552, 599, 607.
Use of German coins abroad, 470.
Use of foreign coins in Germany, 468.
Industrial consumption of gold in France, 471.

G o l d  I m p o r t s , F a c i l i t a t i o n  o f , b y  I n t e r e s t -f r e e  A d v a n c e s  a n d  

o t h e r  M e a n s :

• Interest-free advances recommended, 238, 319, 337, 362, 411, 426, 
4 5 6 , 5 5 6 .

A gold market in Germany, 239, 269, 287, 304, 319, 323, 332, 337, 345, 
3 5 2 , 365, 3 7 5 , 4 i 7 , 4 5 0 , 4 7 5 , 486, 504, 598, 606 

A gold refinery in Berlin, 239, 269, 288, 305, 504, 559, 598.
Abolition of seigniorage, 239, 269, 287, 305, 319, 323, 337, 345, 352, 

3 7 5 , 4 2 5 , 4 5 2 , 5 4 9 , 5 5 8 .
Greater freedom in the fixing of the price of gold by the Reichsbank, 

269, 324, 366, 376, 411, 455, 464, 558.
Sacrifices on the part of the Reichsbank, 238, 270, 412, 558. 
Acceptance of deposits in foreign countries, 353, 554, 877, 927, 1001. 
Results of small importance, 304, 466.
Lengthening of time for advances without interest, 363.
Objections to advances, 365, 463.
Scale of prices for particular coins, 426, 484
Interest-free advances merely a resort in exceptional cases, 456.

Gold, Premium on, 786, 788, 844, 897.
G o l d , P r i c e  o f :

Price paid by the Reichsbank, 269, 324, 366, 376, 411, 455, 464, 558. 
Scale of prices for particular coins, 426, 484.

G o l d , P r i c e  o f , i n  E n g l a n d , 4 6 1 .

Gold, Stock of, in E ngland, 25, 955.
G o l d , S t o c k  o f , in F r a n c e , 3 1  i .
Gold, Stock of, in Germany:

General discussion, 25, 231, 281, 283, 296, 311, 364, 372, 396, 413, 615, 
842, 843, 952, 971, 989.

Travel, emigration, and frontier exchange, 282, 364, 473, 618, 915. 
Census of gold, 283, 349, 372, 414, 419, 470, 581, 616, 620, 651, 1032.
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G o l d , S t o c k  o f , i n  G e r m a n y — Continued.
Juliusturm, 718, 798, 1102.
Gold crowns, 915, 918, 973, 1031, 1043.

G o l d , S t o c k  o f , i n  t h e  R e i c h s b a n k :

General discussion, 55, 144, 287, 314, 376, 395, 398, 432, 611, 625, 660. 
Gold purchases, 144.
Separation of gold and silver in the Reichsbank’s statements, 395, 582, 

5 9 i, 7 ° 3 -
Foreign coins, 463.

G o l d , S t o c k  o f , i n  R u s s i a , 398.
G o l d  M a r k e t  i n  G e r m a n y , 239, 269, 287, 304, 319, 323, 332, 337, 345, 

3 5 2 , 365, 3 7 5 , 4 i 7 , 4 5 0 , 4 7 5 , 486, 504, 598, 606.
G o l d  P r e m i u m  P o l i c y :

Unsuited to Germany, 241, 268, 272, 309, 320, 329, 333, 338, 352, 363, 
380, 408, 413, 485, 557, 599, 606.

Its practice in France, 241, 268, 285, 309, 333, 363, 409, 588.
Little effect on the movement of gold, 268.
What it rests on, 268, 320.
What it is, 272.
Premiums for the purpose of attracting gold, 325, 329.

G o l d  R e f i n e r y :

Establishment of one in Berlin advocated, 239, 269, 288, 305, 504, 
5 5 9 , 5 9 8 -

G o l d  S t a n d a r d  (see also Coinage and Currency Conditions in Germany, 
Reichsbank Notes, Question of Making them Legal Tender), 46, 313, 
379, 403, 466, 512, 601, 638, 674, 684, 696, 743, 769, 866.

G r e a t  B a n k s  (Grossbanken):
Their grants of credit, 53, 547, 1090.
No conflict with the discount policy of the Reichsbank, 258.
Their importance, 258, 756, 922, 933, 984.
Flotations by them, 262, 279, 636.
Publication of their balance sheets, 686, 691, 694, 707.
Their check business, 933.
Their use of deposits, 1030.
Legitimate quarterly needs, 1065.

H a m b u r g  C l e a r i n g  S y s t e m , 1 0 3 1 , 1048 .

I n d u s t r y  a n d  T r a d e :

Time and extent of their demands on the Reichsbank, n ,  21, 30, 
145, 293, 347, 564, 609, 647, 661.

Reserves and bank balances, 13, 30, 42, 293.
Fixation of capital, 42, 113, 347, 604, 609, 628, 663.
National economic gain from their development, 145, 293.
Their healthy condition in Germany, 263, 565, 702, 1097. 
Productiveness, 369, 544, 562, 564, 574, 595.
Labor conditions, 664.

J u l i u s t u r m  ( I m p e r i a l  W a r  F u n d ) , 7 1 8 , 79 8 , 1 1 0 2 .
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L e g a l  T e n d e r  Q u a l i t y , C o n f e r r i n g  o f , o n  t h e  R e i c h s b a n k  N o t e s .

(See Reichsbank Notes.)
L e g i t i m a t e  N e e d s  o f  C r e d i t :

Attitude of the Reichsbank toward them, 17,180, 1014, 1088, 1100,1123. 
Legitimate credit-requirements of the Bourse, 55, 249.
Illustrations, 156, 287.
Abolition of free trade in gold and credit, 537.
What is meant by them, 565, 1068.
In the shape of loans on collateral, 1028, 1042, 1065, 1100.
At the end of the quarter, 1065, 1100, 1105.
Limits of Reichsbank’s function even in the case of legitimate needs 

of credit, 1123.
L i m i t  o f  U n t a x e d  N o t e  C i r c u l a t i o n . (See Contingent.)
L o a n  I s s u e s  a n d  F l o t a t i o n s  i n  G e r m a n y . (See Flotations.)
L o a n s . (See Collateral Loan Business.)
L o a n s . (See Foreign Loans.)
L o a n s  o n  C o l l a t e r a l , D i s c o u r a g e m e n t  o f  W i t h d r a w a l  o f  M o n e y  

f r o m  t h e  R e i c h s b a n k  b y :

Injury to the Bourse, 1016.
Objections to the adoption of this policy, 1016, 1019, 1023, 1028, 

1042, 1065, 1084, 1089, 1100, 1105, m o , 1121, 1125.
Retardation of return flow of Reichsbank notes, 1025, 1084.
Obstacle to legitimate demands, 1028, 1042, 1065, 1100, 1103.

M a r k  B i l l s  ( B i l l s  o n  G e r m a n y ) , 3 1 3 ,  3 7 9 , 7 0 1 , 70 6 , 7 2 5 , 7 5 2 .

M a r k e t  D i s c o u n t  R a t e . (See Private Discount Rate.)
M i n i m u m  o f  N o n i n t e r e s t - b e a r i n g  D e p o s i t s  i n  t h e  R e i c h s b a n k , 

R a i s i n g  o f :

Remuneration for expenses of the deposit and transfer business, 944, 
956, 966, 979, 988, 1031.

Raising of the minimum opposed as an injury to the transfer system, 
875, 893, 903, 921, 936, 944, 966, 978, 991, 1046.

Increase of payments in cash, 903, 966, 1046.
Advantages for the great banks, 921, 936, 984.
Discontinuance of accounts, 921, 991.
Average level of depositors’ balances, 945.
The measure advocated, 956.

M o n e y  M a r k e t  (see also Industry and Trade) :
Its relation to production, 112, 263.
Influence upon it of an increase of the Reichsbank’s capital, 58, 71, 

93, 102, 161, 167.
M o r t g a g e  D e b e n t u r e s , 6 7 8 .

M o r t g a g e  P a y m e n t s , S y s t e m  o f , 1 0 1 5 , 10 66 , 110 4 , 1 1 2 5 .  

N a t i o n a l i z a t i o n  o f  t h e  R e i c h s b a n k :

The question of war, 49, 88, 130.
Not within scope of this inquiry, 52, 60, 62, 122, 151.
Distribution of the surplus, 59.
Distribution of profits, 59, 125.
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N a t i o n a l i z a t i o n  of t h e  R e i c h s b a n k — Continued.
Viewed from the standpoint of the Katheder-Sozialisten, 86. 

l Repayment of the capital, 87, 120.
Viewed from the standpoint of the agriculturists, 129.
Cheaper credit, 130.
Comparisons with other countries, 130.

N o t e  C i r c u l a t i o n , L i m i t  of U n t a x e d . (See Contingent.)
N o t e  c o v e r  o f  t h e  R e i c h s b a n k  (see also Collateral Loan Business): 

Proper and improper cover, 156, 1065, 1100.
Cash cover above the one-third hitherto required, 192.
Increase of covered notes, 650.

N o t e  R e d e m p t i o n . (See Reichsbank Notes.)
N o t e  T a x  (see also Contingent):

Graduation of the tax, 126, 173, 215, 222.
Influence on the rate of discount, 153, 169, 179, 187, 191, 219. 

O r g a n i z a t i o n  o f  t h e  R e i c h s b a n k , C h a n g e  o f :

Not within the scope of this inquiry, 52, 62.
Not necessary, 669. #

Panic. (See American Crisis.)
P a p e r  M o n e y :

Its nature, 711.
P a y m e n t , M e t h o d s  o f :

Business customs in Germany, England, and France, 311, 998.
P o s t a l  C h e c k  S y s t e m , 891, 923, 934, 986, 988, 999, 1066, 1114. 
P r e f e r e n t i a l  R a t e  o f  I n t e r e s t  f o r  L o a n s  o n  G e r m a n  S t a t e  S e c u 

r i t i e s , 168, 1023, 1105, 1116, 1135.
P r e u s s i s c h e  Z e n t r a l - G e n o s s e n s c h a f t s k a s s e  :

Credits to agriculture, 17, 130, 134, 547, 562.
Excellent management, 513.
Demands on the Reichsbank, 566.

P r i c e s  o f  R a w  M a t e r i a l s , R i s e  i n , 53, 67, 247, 262, 299.
P r i v a t e  D i s c o u n t  R a t e  i n  t h e  O p e n  M a r k e t :

Difference between it and the official Reichsbank rate, 259, 291, 363, 
379, 493, 508, 1087, 1092.

A privilege of the big concerns, 259, 290, 553.
In London and Paris, 291, 377, 383.
Supervision of quoted rate, 292, 302.
Manipulation of it, 307, 364.
In foreign trade, 379, 481.
As affected by abolition of “ free trade in gold and credit,”  537. 

P r i v a t e  D i s c o u n t  R a t e  o f  t h e  R e i c h s b a n k , 290.

P r i v a t e  N o t e  B a n k s . (See Bank Notes of Private Banks.)
P r i v i l e g e  of t h e  R e i c h s b a n k . (See Reichsbank, Charter.)
P r o f i t s  o f  t h e  R e i c h s b a n k :

As influenced by increase of its capital, 76, 83, 162, 177.
Distribution between the Government and the shareholders, 16 3 . 

P r o p e r t y , S t a t i s t i c s  o f , 6 1 4 , 6 3 1 ,  633.
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Quarterly Periods, Demand for Money at, and the Question of 
Spreading this Demand over the Quarter:

Satisfaction of legitimate quarterly demand a duty of the Reichsbank, 
56, 1065, 1073, 1089, 1100, 1105, 1118.

Dates of interest payments on loans, 1015, 1023, 1027, 1041, 1099, 1104.
Justification of the quarterly demand, 10x4, 1019, 1067, 1082, 1099, 

1101, 1104, 1105, 1107, 1118, 1128.
Mortgage payments, 1015, 1023, 1066, 1088, 1108, 1125, 1128.
Payments of official salaries, 1015, 1023, 1025, 1041, 1084, 1088, 1109, 

1119, 1124, 1129, 1131.
Dates of stock-exchange payments, 1015, 1067, 1091, 1125.
Raising of the limit of the tax-free note circulation of the Reichsbank, 

1019.
Facilitations of the redemption of coupons, 1023, 1027, 1067, 1077, 

1087, 1099, 1104.
Extension of the deposit and transfer system, 1066, 1082, 1084, 1088, 

1101, 1104, 1115.
Reduction of demand at quarterly periods by arrangements with ap

plicants for credit, 1074, m i ,  1123.
Importance of making bank notes legal tender, 1076.

Question VI of the Question Sheet, 577, 686, 692.
R ate of Discount. (See Discount Rate.)
Rate of Exchange. (See Exchange, Rate of.)
Raw Materials. (See Prices.)
Real Estate Holdings of the Reichsbank, 27, 45, 60, 99, 102, 124, 156, 

174.
Reichsbank. (See also Checks, Purchase of; Collateral Loan Business; 

Contingent; Deposit and Transfer Business; Discount Policy; Discount 
Rate; Foreign Bill Business; Gold, stock of; Gold Imports; Minimum of 
Noninterest Bearing Deposits; Nationalization; Note-cover; Organization; 
Private Discount Rate; Profits; Real Estate Holdings.)

Times and extent of the demands made upon it by trade and industry, 
11, 21, 30, 145, 293, 347, 564, 609, 647, 661.

Its functions, 15, 31, 44, 50, 56, 68, 146, 529, 604, 887, 945, 1014, 1018, 
1106, 1123, 1127, 1133.

Granting of credits only a secondary function, 15, 31, 44, 56, 68, 407, 
887, 1123.

Impartial treatment of all interests, 15, 32, 44, 55, 146.
Principles governing its grants of credit, 16, 44, 68, 1024, 1062, 1075, 

1112, 1133.
Special duties in the granting of credit, 18, 56, 69.
“ Bank of the banks,” 27, 32, 50, 146, 1022.
Volume of its business, 82, 158.
Situation as to the granting of credit different from that in England, 377.
Satisfaction of legitimate requirements of credit (see also Legitimate), 

1014, 1100, 1123.
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Reichsbank, Charter or Bank Note Privilege o f:
Prolongation of its period, 40, 59, 121, 143, 207.

Reichsbank, Condition o f:
Improvement of condition through increase of the Bank’s capital, 23, 

28, 36, 41, 58, 82, 92, 101, 107, 120, 123, 140, 143, 148, 154, 158, 
167, 172, 177.

Foreign bills in the Reichsbank statement, 49, 126, 267, 308, 319, 
323, 411, 424, 483, 556, 592, 597.

Reichsbank, Increase of Capital of:
Extension of the Bank’s credit business, 39, 72, 106, 123, 145, 155, 182.
Improvement of condition of Bank, 23, 28, 36, 41, 58, 82, 92, 101, 

107, 120, 123, 140, 143, 148, 154, 158, 167, 172, 177.
Amount of increase and method of effecting it, 23, 29, 41, 46, 50,58, 

82, 92, 98, 102, 105, 122, 124, 139, 150, 162, 185, 205.
Connection with strengthening of the surplus, 26, 29, 52, 84, 168.
Influence upon rate of discount, 27, 37, 45, 58, 72, 81, 102, 107, 116, 

123, 141, 160, 172, 174.
Its effect as an increase of the working capital, 26, 72, 91, 118, 149, 

167, 207.
Increase of capacity for collateral-loan business, 29, 45, 78, 107, 167, 

1 7 1 -
Comparison with other countries, 24, 36, 78, 94, 108, 118, 149, 154, 

171, 206.
Question whether such increase is of any consequence in the case of 

a bank of issue, 34, 89, 101, 118, 140, 149, 154, 171.
Proposed increase compared with former increases, 33, 171.
Relation to deposits, 38, 46, 74, 93, 171. •
Disadvantages, 38, 148, 182.
Building up of the foreign-bill business, 45, 75, 123, 171.
Strengthening of the credit of the Reichsbank at home and abroad, 

46, 139, 149, 176.
Nationalization of the Reichsbank, 49, 120, 177.
Effect upon the money market, 58, 71, 93, 102, 161, 167.
Influence on profits, 76, 83, 162, 177.
Increase of capital within the charter period, 41, 82, 94, 120, 140.
General economic considerations, 109.
The increase a question of capital, 110, 159.
Attitude of agriculture, 125, 128.
Increase of capital or increase of surplus, 150.
Increase of the requirements of the Government, 157, 175.
Effect of an expansion of the check system, 168.
Increase of general business, 170.

Reichsbank, Shares in :
Denominations of share certificates, 24, 51, 124.
Dividends affected by increase of Bank’s capital, 77, 84, 162, 177.
Rate of dividends, 87, 125.
Dividends made more uniform through surplus, 96.
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Reichsbank, Strengthening or Surplus of:
Connection with increase of capital, 26, 29, 52, 84, 168.
Holdings in the shape of buildings, 27, 60, 99, 102, 124, 174. 
Insignificant effect of it on the condition of the Bank and on the 

discount rate, 40.
Amount of increase and method of effecting it, 40, 82, 97, 102, 121, 

124, 168, 178, 186, 223.
Government share in the surplus, 59, 125, 164, 190.
Surplus as a means of covering losses, 96, 125.
Surplus as a means of equalizing dividends, 96, 125, 178.
Surplus as an augmentation of capital, 97, 103.
Objections to automatic limitation, 103, 121, 124.
Increase of capital or increase of surplus, 150.
Two surpluses, 178, 186.

R eichsbank Notes:
Increase of circulation, 21, 201, 312, 432.
Circulation per capita, 35.
Should there be more redemption of them in silver, 653, 673, 696. 
Their nature, 712.
Their redemption in gold only, 769, 803, 825, 864, 870.
5-mark and 10-mark notes as substitutes for treasury notes, 932. 

R eichsbank Notes, Increase of Issue of Small Denominations: 
Small Reichsbank notes equivalent to borrowed gold, 368. 
Redemption, 368, 743, 779, 825, 898.
Favor and disfavor of the public, 416, 880, 889, 896, 907, 9*2, 916, 924, 

9 3 0 , 9 5 B 9 7 2 , 9 9 0 , 9 9 3 , 1005, 1033, 1039.
Dangers in such an increase, 416, 925, 1006.
Viewed as a consequence of the legal tender quality, 874.
Would increase the Reichsbank’s stock of gold, 880, 889, 896, 908, 917, 

920, 931, 941, 951, 961, 971, 977, 990, 994, 1038.
Amount of the increase, 883, 898, 907, 941, 951, 962, 975, 1008, 1033, 

1042, 1054.
Bearing on critical times, 883, 954, 963, 976, 1007, 1029, 1033.
Their use should not be forced, 896, 898, 908, 916, 925, 941, 974, 1029, 

1 0 3 3 -
Comparison with France, 897.
Wage payments, 919, 960, 996.
5-mark and 10-mark notes, 932, 1034.
Historical points, 1002, 1006, 1008.
Special position of 50-mark notes, 1002, 1029, 1043, 1055.
Duration of circulation, 1004.
Displacement of small checks, 1034.
Effect in promoting financial mobility, 1038.

R eichsbank Notes, Question of Making Them Legal Tender: 
General discussion, 695-872.
Forced circulation, 696, 697, 710, 712, 721, 732, 751, 771, 775, 793, 

7 9 5 , 815, 843-
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Reichsbank Notes, Question of Making Them Legal Tender— Con.
Maintenance of the gold standard, 696, 707, 724, 748, 769, 818, 825, 

830, 833, 864, 866.
Moral effect abroad, 701, 703, 706, 722, 739, 743, 758, 761, 774, 790, 

797, 817, 823, 828, 832, 851.
Moral effect at home, 699, 707, 722, 737, 758, 761, 782, 788, 800, 817, 

823, 828, 831, 851.
State of the case in England, 698, 703, 715, 720, 724, 727, 739, 741, 

749. 752> 776, 812, 826, 837, 846.
State of the case in France, 698, 703, 716, 728, 732, 740, 749, 752, 771, 

776, 812, 837.
State of the case in foreign countries other than England and France, 

7 i 3 . 7 3 3 . 7 7 2 , 7 7 5 . 7 9 5 . 8 7 1 -
Time for putting the measure into force, 697, 704, 709, 714, 726, 740, 

75L 759. 776, 797. 800, 812, 822, 833, 851, 858.
Economic and political crises, 697, 710, 712, 723, 728, 737, 749, 758, 

760, 767, 770, 774, 785, 791, 803, 810, 814, 828, 840, 856.
Effect upon the stock of gold, 697, 701, 705, 747, 758, 777, 785, 793, 

796, 801, 811, 814, 823, 835, 842, 857.
Effect on the value of mark bills, 701, 706, 725.
Present state of the case, 714, 722, 727, 732, 745, 748, 770, 778, 785, 

802, 811, 816, 822, 831, 856.
Effect on the check and transfer system, 709, 826.
Redemption and redemption offices, 707, 724, 752, 759, 766, 769, 777, 

784, 793, 796, 807, 819, 825, 834, 844, 846, 872.
Gold clause, 707, 782, 788, 803, 817.
Connection with treatment of treasury notes, 711, 714, 717, 726, 730, 

741, 754. 759. 766, 772, 779, 797, 808, 820, 836. 867.
Financial mobilization, 710, 715, 756, 810.
50-mark and 20-mark notes, 709, 718, 719, 743, 778, 790, 834, 874.
Payments by the Reichsbank, 710, 724, 749, 779, 846, 865.
Period of transition, 740, 838.
Strengthening of the foreign-bill portfolio, 743, 823.
Compensation to private note banks, 755, 759, 773, 780, 798, 806, 813, 

820, 836, 852, 859.
Premium on gold, 786, 788, 844.
Its bearing on the need of money at the quarterly periods, 1076. 

Reichs Clearing (Clearing System for the Whole Empire), 892, 900, 
909, 933. 936, 965, 986, 1048.

R ussia, Stock of Gold in, 398.
Savings Institutions, 134, 138, 247, 698, 893, 905, 937, 947, 989, 1013, 

1020, 1040.
Seigniorage:

Its abolition, 239, 269, 287, 305, 319, 323, 337, 345, 352, 375, 425, 452,
5 0 4 , 5 4 9 . 5 5 8 .

Coinage conditions in England, France, and the United States, 452, 
4 5 3 , 46o.
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Silver; Subsidiary Silver Coins (see also Coinage):
Separation of silver and gold in weekly statements of Reichsbank, 

3 9 5 . 582, 591, 7 0 3 -
Redemption of silver coins in gold, 404, 1058, 1127.
Raising of limit of their legal-tender power, 590, 654, 662, 672, 673, 684. 
Raising of amount per capita, 590, 662, 671.
Redemption of notes of the Bank of France in silver, 589, 683. 
Redemption of small Reichsbank notes in silver, 807.
Profit from silver coinage, 1017, 1026, 1059 

Tax-free Note Contingent of the R eichsbank, Its Increase. (See 
Contingent.)

Trade. (See Industry and Trade.)
Trade Associations, 1081, 1114, 1129.
Treasury, Imperial, Strengthening of Working Resources o f: 

Beneficial effect of reform of imperial finance, 1017, 1021, 1026, 1058, 
1067, 1082, 1085, 1102, 1105, 1113, 1126.

Profit from silver coinage, 1017, 1026, 1059.
Establishment of a working fund of its own for the treasury’s use, 

1016, 1029, 1058, 1085, 1092, i i o i , 1121.
Redemption of treasury notes and redemption of silver coins in gold, 

1058, 1082, 1127.
Abolition of advances to the trade associations, 1081, 114, 1129. 
Utilization of the imperial war fund inadmissible, 1102.

Treasury Bills, Imperial, Regulation of Use o f:
Their relation to the capital of the Reichsbank, 24.
Cooperation of the branch offices of the Reichsbank, 1018.
Their influence on the regulation by the Reichsbank of the private dis

count rate, 1017, 1020, 1026, 1028, 1068, 1092, 1106, 114, 1122. 
Their appearance in the Reichsbank statement, 1018, 1106.
Issue of treasury bills direct to the public, 1017, 1093, 1102.
Sale of the bills in foreign countries, 1017, 1094, 1103, 1117, 1126. 
Purchase of the bills by savings banks, 1020.

Treasury Notes, Imperial:
Their use as cover for bank notes, 484, 779, 820, 866.
The question of making them legal tender, 711, 716, 726, 730, 741, 

7 5 4 . 7 5 9 , 772, 7 7 9 , 7 9 7 , 808, 820, 836.
Objections to their continued existence, 820, 855.
Their redemption in gold, 1058, 1082, 1127.

United States op America (see also American Crisis):
No seigniorage, 452.
Practice of the Mint, 486.
Balance of trade, 585.

War Fund, Imperial. (See Juliusturm.)
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INDEX OF SPEAKERS.
[The Roman numerals refer to the main heads, and the letters A, B. C to the subheads, 

of the Question Sheet; the Arabic numerals refer to the pages of the report.]

C h a ir m a n  H a v e n s t e i n :

I. 9-10, 60, 63.
II. 224-225.

III. 227-228, 243-245, 273-275, 365-367, 381-383, 3 9 0 , 486, 5 9 I-5 9 3, 
624-626.

IV. A. 695-705.
B. 879-882.
C. 888-889.

V. A. 1024, 1138-1140.
VI. 686-691.

F r e ih e r r  v o n  C e t t o - R e i c h e r t s h a u s e n :

I. 127-141.
II. 141-142.

III. 592-599, 677-681.
IV. A. 855-859.

B. 1038-1040.
. C. 1040.
V. A. 1041-1042.

D o c t o r  F a s t e n a u :

III. 392.
F i s c h e l :

I. 65-80.
II. 198-204, 222.

III. 427-488, 557-561, 644-653, 675.
IV. A. 732-744, 838-850.

B. 938-942. 
c. 942-950.

V. A. 1085-1091.
B. 1092-1095.

F i s c h e r :

I. 80-84.
II. 204-205.

HI- 5 9 7 - 5 9 9 -
IV. A. 850-853.

B. 989-990.
C. 990-993.

V. A. 1021-1024.
B. 1024.

1 1 5 8
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G e r m a n  B a n k  I n q u i r y  o f  1 9 0
F r e ih e r r  v o n  G a m p -M a s s a u n e n :

I. 10-26, 190-191.
II. 191-193.

III. 275-294, 383-384, 388-389, 608-620, 626, 653-661, 683-685.
IV. A. 726-732, 786-787.

B. 9 5 1 - 9 5 5 -
c . 955-961.

V. A. 1068-1079, 1131-1137- 
B. 1079-1082.

VI. 693-694.
G o n t a r d :

I. 169-172.
II. 172-174.

III. 245-259, 552-557, 677.
IV. A. 854-855, 861.

B. 873-874.
c .  983-989-

V. A. 1115.
B. 1115-1117.

D o c t o r  H e i u g e n s t a d t :

I. 104-117, 215-219.
II. 117, 222-224.

K a e m p f :

I. 42-46.
II. 194-195-

III. 334-340, 636-638, 673-674, 685.
IV. A. 814-821.

B. 882-883.
C . 883-888.

V. A. 1123-1125, 1137.
B. 1126-1127.

C o u n t  K a n i t z :

I. 122-123.
II. 122-123.

III. 5 78 -5 9 1, 682-683.
IV. A. 810-814, 860-861.

B. 911-913.
C. 9 1 3 -9 1 4 -

D o c t o r  L e x i s :

I. 118-121, 220-221.
II. I 21 — 122.

III. 320-329, 419-420, 620-621.
IV. A. 769-773.

B. 1031-1034.
C. 1034-1038.

V. A. 1082-1084.
B. 1084-1085.

1 1 S9
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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

M o m m s e n  :

I. 101-104 
II. 104.

III. 488-496, 622-624, 675-677.
IV. A. 799-810.

B. 907-908.
C. 908-911.

I. 166-169.
II. 169.

III. 315-320.
IV. A. 756-760.

B. 889.
C. 889-896.

V- A. 1103-1105.
B. 1105-1106

I. 63, 123-125.
II. 125-127.

III. 3 5 2 - 3 5 7 -
IV. A. 837-838.

B. 924-926.
C. 926-930.

D o c t o r  R i e s s e r :

I. 62, 64, 143-153- 
II- i 5 3 - i 5 4 > 219-220.

III. 244, 295-315, 384-391. 540-542, 568-571, 633-636, 685-686.
IV. A. 705-712, 746, 860.

B. 896-898, 1053-1055.
C. 898-907, 1055-1056.

V. A. 1062-1067.
B. 1067-1068.

j i  106-1114.

M u l l e r :

III. 64-65, 294-295 
M u l l e r  (F u l d a ):

I I I .  3 2 9 -3 3 4 -

P e t e r ;

R a a b :

Roland-LuckE:
I. 180-187, 223-224.

II. 187-189.
i n .  341-352, 638-644, 684-685. 
IV. A. 744-746, 760-769.

C. 1045-1053.
V. A. 1117-1121.

B. 1042-1045.

B. 1121-1123.
1 1 6 0
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G e r m a n  B a n k  I n q u i r y  o f  1 9 0 8
SCHINCKEL:

I. 52-60 , 99-IOO.

II. 196-198.
III. 367-380, 384, 543-552, 5 7 3 - 5 7 5 , 670-672, 722-726.
IV. A. 784-786.

B. 874, 1029.
C. 874-879, 1029-1031.

V. A. 1027-1028.
B. 1028-1029.

D o c t o r  S c h m id t :

I. 154-164.
II. 164-166.

III. 420-427.
IV. A. 821-830.

B. 914-920.
C. 920-924.

V. A. 1024-1025.
B. 1026-1027.

S i n g e r :

III. 599-608.
IV. A. 830-837.

B. 993-997.
C. 997-1001.

V. A. 1127-1129.
B. 1129-T131.

S t e g e ic h  :

III. 389-390.
D o c t o r  S t r Ce e :

I. 26-30.
II. 193-194-

III. 230-243.
IV. A. 787-799.

B. 961-964.
C. 964-969.

V. A. 1018-1020.
B. 1020-1021.

VI. 691-694.
D o c t o r  W a c h l e r :

I. 30-42.
II. 194.

III. 260-273, 563-568, 661-669.
IV. A. 7 4 7 - 7 5 6 , 860.

B. 969-977.
C. 977-983.

V. A. 1096-1101.
B. 1101-1103.
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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

D o c t o r  W a g n e r :

I. 84-100, 205-207.
II. 207-215.

III. 392-418, 542, 575-578. 627-633.
IV. A. 712-722, 863-872.

B. 1001-1009.
C . 1009-1014.

V. A. 1057.
B. 1057-1062.

F r e ih e r r  v o n  W a n g e n h e im :

I. 47-52, 61, 65.
II. 189-190.

III. 392, 4 9 6 -5 3 9 . 5 6 1 - 5 6 3 . 5 7 1 -  

D o c t o r  W e b e r :

I. 176-178.
II. 179.

HI. 357-365-
IV. A. 773-783- 

B - 9 3 0 -9 3 3 -  

C - 9 3 3 -9 3 8 .

V. A. 1014-1016.
B. 1016-1018.
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